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—
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JO IMMEDIATE BOMBAY
TELEGRAM NUMBER @¢87 OF 18 APRIL

FOR PM’S PARTY.
AMERICAN EMBASSY HAVE ASKED US TO PASS FOLLOWING MESSAGE FOR

PRIME MINISTER

BEGINS:

DEAR MADAME PRIME MINISTER: THE PRESIDENT HAS ASKED ME TO EXPRESS
TO YOU HIS PROFOUND ADMIRATION FOR YOUR FORTHRIGHT AND COURAGEOQUS
COMMENTS TO THE PRESS IN INDIA ON PAKISTAN’S DEFENSE NEEDS AND

ON THE SITUATION IN AFGHANISTAN. AS SO OFTEN HAS BEEN THE CASE,
WE FIND OURSELVES IN COMPLETE AGREEMENT WITH YOU. ALLOW ME TO ADD
MY PERSONAL GRATITUDE AND THANKS FOR THE TIME YOU GAVE ME IN

OUR MEETING LAST WEEK IN LONDON. RESPECTFULLY, ALEXANDER M. HAIG,
JR.

ENDS.

CARRINGTON

GONFIDENTIAL
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DM DELHI 171530Z APR 381

TO IMMEDIATE FCO

TELEGRAM NUMBER 425 OF 17 APRIL.

AND TO IMMEDIATE BOMBAY (FOR PRIVATE SECRETARY) (ACTIONED).

INFO IMMEDIATE ISLAMABAD, RIYADH,

INFO PRIORITY KABUL, PRT LOUIS, MOSCOW, WASHINGTON, ABU DHABI, DUBAI,
MUSCAT, DOHA.

PRIME MINISTER'S PRESS CONFERENCE

1. THE PRIME MINISTER GAVE A 35 MINUTE PRESS CONFERENCE THIS
AFTERNOON TO THE INDIAN AND INTERMATIONAL PRESS, THE MAIN TOPICS
WERE INTERNATIONAL 1SSUES, PARTICULARLY US ARMS TO PAKISTAN,
INDO=PAK | STAN| RELATIONS AND AFGHANISTAN, AND THE NATIOMALITY BILL
AND IMMIGRATION, OTHER QUESTIONS COVERED WERE DIEGO GARCIA, THE
RAPID DEPLOYMENT FORCE AND THE JAGUAR DEAL.

2. IN HER INTRODUCTORY REMARKS, THE PRIME MINISTER STRESSED THAT
HER TALKS WITH MRS GANDHI HAD BEEN CHARACTERISED BY MUTUAL REGARD
AND GREAT UNDERSTANDING. THE MAIN PURPOSE OF HER VISIT HAS BEEN TO
TALK TO THE INDIAN GOVERNMENT AND THAT THE RESULT WAS A GREATER
UNDERSTANDING OF EACH OTHER’S PROBLEMS AND OF WORLD ISSUES. THE
PRIME MINISTER SAID SHE WAS VERY GRATEFUL TO MRS GANDHI FOR THE
AMOUNT OF TIME SHE HAD SPENT WITH HER DURING HER VISIT.

AMERICAN ARMS FOR PAKISTAN

3. THE PRIME MINISTER SAID THAT ALL NATIONS HAD THE RIGHT TO

DEFEND THEIR BORDERS AND THEIR PEOPLE. WE DID SC IN BRITAIN AND

INDIA HAD INCREASED HER ARMS AND EQUIPMENT ENORMOUSLY, THE SAME RIGHT
MUST APPLY TO PAKISTAN, PARTICULARLY SINCE SHE WAS BORDERED BY
AFGHAMISTAN, AT PRESENT AM OCCUPIED COUNTRY. ONE COULD NOT ASK FOR
THE RIGHT TO DEFEND ONESELF AND DENY THAT RIGHT TO OTHERS. THE PRIME
MINISTER SAID SHE WOULD BE CONCERNED |F SOVIET TROCPS WERE NEAR

HER FRONTIER. SHE WOULD NOT OPPOSE SUPPLYING ARMS FOR SELF-DEFENCE.

INDO-PAKISTAN RELATIONS

4,  ASKED WHETHER BRITAIN WOULD DEFEND INDIA IN THE EVENT OF
PAKISTAN| AGGRESSION, THE PRIME MINISTER SAID THIS WAS A WHOLLY
HYPOTHETICAL QUESTION. IT WAS SURELY BETTER TO WORK FOR INDO-—
PAKISTAN] FRIENDSHIP. SHE SAID IN REPLY TO QUESTIONS THAT SHE DID
NOT THINK THAT HER VISIT WOULD HAVE A MAJOR IMPACT ON INDO=PAKISTANI
RELATIONS BUT THAT SHE HAD DELIVERED A MESSAGE TO MRS GANDH! FROM
PRESIDENT ZIA IN WHICH PRESIDENT Z1A STRESSED HIS WISH FOR
FRIENDSHIP WITH INDIA, SHE WOULD NOT BE DELIVERING A RETURN MESSAGE
SINCE SHE WOULD NOT BE SEEING PRESIDENT Z|A. SHE WOULD VISIT
PAKISTAN AT SOME STAGE BUT HER PROGRAMME FOR THE NEXT FEW MONTHS
WAS FULL. SHE HAD NO INDICATION ONE WAY OR THE OTHER ABOUT WHETHER
PAKISTAN WAS TRYING TO MAMUFACTURE A NUCLEAR BOMB.

f AFQ HAN| STAN




AFGHANISTAN

5. THE PRIME MINISTER SAID BRITAIN CONDEMMED THE OCCUPATION OF
AFGHANISTAN AND WOULD CONTINUE TO WORK FOR THE WITHDRAWAL OF SOVIET
TROOPS SO TTUT AFGHANISTAN COULD BECOME ONCE AGAIN A NON—ALIGHED
COUNTRY IF |T SO WISHED. WE DID NOT AND WOULD NOT REGARD THE
PRESENCE OF SOVIET TROOPS IN AFGHAMNISTAM AS NORMAL. BRITAIN HAD
PROPOSED A SOLUTION TO THE AFGHANISTAN QUESTION OM THE BASIS OF
ACCORDING AFGHAMISTAMN NEUTRAL STATUS WHICH WOULD BE GUARANTEED

BY OTHERS. THIS PROPOSAL HAD NOT BEEN TAKEN UP BUT WE WERE READY
TO COOPERATE IN OTHER INITIATIVES. ASKED ABOUT DIFFERENCES BETWEEN
BRITAIN AND INDIA ON AFGHANISTAN, THE PRIME MINISTER SAID THAT THE
NON=AL ]1GNED CONFERENCE HAD BEEN FORTHRIGHT IN CONDEMNING SOVIET
OCCUPATION AND INDEED IT WOULD BE DIFFICULT FOR NON=ALIGNED
COUNTRIES TO ACCEPT OCCUPATION OF ANOTHER NOM-ALIGNED MATION.

EAST /WEST

6. ASKED ABOUT THE NUCLEAR ARMS RACE, THE PRIME MINISTER SAID
THERE WAS A DANGER THAT A THIRD WORLD WAR COULD BE NUCLEAR AMD A~
WORLD WAR MUST BE AVOIDED. PROTECTION CAME FROM STRENGTH NOT
WEAKNESS AND THE PRESENT 3ALANCE OF EAST/WEST FORCES CONTRIBUTED TO
PEACE. WE WOULD LIKE A BALANCE AT A LOWER LEVEL OF ARMAMENTS BUT

IT MUST BE A BALANCE THAT COULD BE MONITORED AND VERIFIED,

DIEGO GARCIA

7. ASKED WHETHER THERE SHOULD NOT BE WITHDRAWALS FROM DIEGO
'GARCIA AND FROM ELSALVADOR AS WELL AS FROM AFGHANISTAN, THE PRIME
MINISTER SAID THERE WERE NO STRICT PARALLELS TO THE INVASION OF
AFGHANISTAN, DIEGO GARCIA WAS A BRITISH TERRITORY AND THE PRQOVISION
OF FORCES WAS GOVERNED 3Y AGREEMENTS WITH THE UNITED STATES. THERE
WAS ALSO AN AGREEMENT WITH MAURITIUS WHICH COVERED COMPENSATION.
ASKED ABOUT THE PRIME MINISTER OF MAURITIUS® REQUEST TO HAVE DIEGO
GARCIA BACK, THE PRIME MINISTER SAID THAT THE AGREEMENT PROVIDES
THAT |IF NO LONGER NEEDED FOR DEFENCE DIEGO GARCIA WOULD BE
RETURNED.

RAPID DEPLOYMENT FORCE

8. ASKED WHETHER THE GULF STATES WANTED A RAPID DEPLOYMENT FORCE,
THE PRIME MINISTER SAID THAT A RDF, IF CREATED, WOULD NOT BE USED
JUST FOR THE GULF AND WOULD OMLY BE USED IF REQUESTED. SINCE
CONFLICTS COULD BREAK OUT UNEXPECTEDLY IN MANY PARTS OF THE WORLD,
IT SEEMED A SENSIBLE CONTINGENCY TO CREATE A FORCE WHICH COULD BE
SENT QUICKLY WHERE AND WHEN IT WAS WANTED. IF THE AMERICANS DEC!DED

TO CREATE SUCH A FORCE, WE WOULD WANT TO PLAY A SMALL PART IN IT.
A JARming




~ ARMING THE GULF STATES

9, ASKED WHETHER DIFFERENCES BETWEEN INDIA AND BRITAIN ON
PROVIDING ARMS TO THE GULF STATES WERE NARROWER AS A RESULT OF THE
TALKS WITH MRS GANDHI, THE PRIME MINISTER SAID IT WAS IMPORTANT
THAT THE STRAITS OF HORMUZ SHOULD BE KEPT OPEN. IT WOULD BE NICE

IF THIS COULD BE DONE WITH NO NAVAL PRESENCE BUT WE DID NOT LIVE

IN AN IDEAL WORLD, THERE WERE SOVIET SHIPS IN THE INDIAN OCEAN.
THERE WERE ALSO SOME AMERICAN, FRENCH AND BRITISH SHIPS IN THE AREA.
SHE SAW NO CHANGE IN THE POSITION,

NORTH/SOUTH

10, ASKED ABOUT MEASURES TO BRIDGE THE GAP BETWEEN THE DEVELOPED
AND DEVELOPING COUNTRIES, THE PRIME MINISTER SAID SHE HOPED TO GO
TO THE SUMMIT IN MEXICO SCHEDULED FOR OCTOBER. SHE SAID THAT
BRITAIN WAS A CONSIDERABLE AID DONOR AND HAD GIVEN INDIA £140
MILLION LAST YEAR, A RECORD FIGURE, INDIA WAS BRITAIN’S LARGEST AID
RECIPIENT AND BRITAIN WAS INDIA'S LARGEST AID DONOR.

_;__ o NP e SN IEARN 0 el __,_____,.___--__—’—-—T “ .

NATIONALITY BILL

11. ASKED ABOUT ANXIETIES FELT BY ASIAN PEOPLE OVER THE
NATIONALITY BILL, THE PRIME MINISTER SAID THAT EVERY COUNTRY HAD
THE RIGHT TO DETERMINE WHO SHOULD RECEIVE CITIZENSHIP, A RIGHT
EXERCISED IN THE PAST TO A GREATER EXTENT ELSEWHERE THAN IN
BRITAIN. WE BEL|EVED THE TIME HAD COME TO CLARIFY THE POSITION ON
BRITISH CITIZENSHIP AND CONDITIONS HAD BEEN LAID DOWN WHICH WERE

" DEFINED NOT ACCORDING TO RACE OR RELIGION BUT ACCORDING TO
BELONGING AND CLOSE AND CONTINUING ASSOCIATIONS WITH BRITAIN, THE
CONDITIONS WERE LESS STRINGENT THAN IN MANY COUNTRIES. THE NEW
CITIZENSHIP WOULD CARRY WITH IT THE RIGHT OF ABODE IN THE UNITED
KINGDOM. IT WOULD NOT AFFECT THE RIGHTS OF THOSE FROM INDIA WHO
ALREADY CARRIED BRITISH CITIZENSHIP, OR THE RIGHT OF UK PASSPORT
HOLDERS TO COME TO BRITAIN. ASKED WHETHER THERE WOULD BE FURTHER
AMENDMENTS TO THE NATIONALITY BILL, THE PRIME MINISTER SAID SHE DID
NOT THINK THE AMENDMENTS ALREADY PROPOSED HAD BEEM SUFFICIENTLY
TAKEN INTO ACCOUNT BY THOSE WHO HAD CRITICISED THE BILL DURING HER
VISIT., IN REPLY TO CRITICAL QUESTIONS ABOUT BRITISH OVERSEAS CITIZ=
ENSHIP THE PRIME MINISTER SAID EVERY COUNTRY HAD THE RIGHT
TO DETERMINE ITS OWN DEFIMITION OF CITIZENSHIP, AND MANY WERE
MORE STRINGENT THAN OURS. WE WERE BEHIND OTHER COUNTRIES IN
DEFINING A CITIZENSHIP WHICH INCLUDED THE RIGHT OF ABGDE.

IMMIGRATION

12, ASKED BY MARK TULLY, BBC, WHETHER, AS HAD BEEN INDICATED

BY MRS GANDH!, THERE WOULD, FOLLOWING THE TWO PRIME MINISTERS”.
TALKS BE ANOTHER LOOK AT IMMIGRATION PROCEDURES AND POLICIES AND
THE RATE AT WHICH THE QUOTA SYSTEM WAS OPERATED, THE PRIME MINISTER
SAID SHE HAD EXPLAINED THAT UNEMPLOYMENT IN BRITAIN WAS HIGH AND

BRITAIN WAS MORE DENSELY POPULATED THAN INDIA., THESE FACTORS WERE
NOT COMDUCIVE TO TAKING MORE PEOPLE INTO BRITAIN, THE GOVERNMENT

3 HAD




HAD PLEDGED AT THE ELECTION TO REDUCE THEUMBER OF PEOPLE COMING

INTO BRITAIN AND THIS WAS ESSENTIAL IF RACIAL HARMONY WERE TO BE
PROMOTED. SHE WAS DEEPLY UPSET BY RECENT EVENTS IN BRIXTON, THE

PRIME MINISTER SAID 190,000 INDIAN CITIZENS CAME INTO HEATHROW.

ONLY 6 IN 1000, OR 6,54, WERE TURNED BACK.

JAGUAR

13. ASKED ABOUT THE JAGUAR DEAL, THE PRIME MINISTER SAID IT HAD
SCARCELY BEEN MENTIONED DURING HER VISIT AND NOT AT ALL DURING HER
TALKS WITH MRS GANDHI. SHE HAD HAD NO NOTICE THAT THE EXISTING
CONTRACT SHOULD BE CHAMGED.

SHIVAJI®S SWORD

14, ASKED ABOUT SHIVAJI®S SWORD, THE PRIME MINISTER SAID IT WAS
NOT: FOR HER TO GIVE AWAY OTHER PEOPLE’S PROFERTY.

15. FULL TRANSCRIPT FOLLOWS BY NEXT BAG.

16. . THE PRIME MINISTER®S ANSWER TO A QUESTION ON GIBRALTAR IS
REPORTED SEPARATELY IN MY TELNO 424,

THOMSON

FCo| wH
SAD
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TO IMMEDIATE FCO

TELEGRAM NUMBER 424 OF 17 APRIL.

INFO |MMEDIATE MADRID, BOMBAY (ACTIONED), GIDRALTAR (FOR GOVERNOR'S
OFFICE - FCO PSE PASS).

SPAIMN/GIBRALTAR

AT HER PRESS CONFERENCE THIS AFTERNOON WiTH THE INDIAN AND INTERNAT=
IONAL PRESS, THE PRIME MINISTER WAS ASKED BY A SPANISH NEWS AGENCY
REPRESENTATIVE WHETHER SHE THOUGHT THERE WERE PROSPECTS OF BRITAIN’S
RETURNING GIBRALTAR TO SPA(N. THE PRIME MINISTER REPLIED:

IITHE ANSWER 1S NO. THE PEOPLE OF GIBRALTAR MUST BE ALLOWED TO
DETERMINE THEIR OWN FUTURE.’’

2. SUMMARY OF MAJOR POINTS MADE AT THE PRESS CONFERENCE FOLLOWS
BY TELEGRAM TODAY.

THO MSON E‘:—-OPl&s SENT TO NO 10 DOwWNING ST]

HIMITED
SED

NEwWS D
SAD
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TO IMMEDIATE FCO
TELEGRAM MUMBER 423 OF 17/4/81

PRIME MINISTER’S VISIT TO INDIA

1. AFTER AN INTENSIVE PROGRAMME IN DELHI AND THE CONCLUSION OF

THE OFFICHAL TALKS WITH MRS GANDHI, | WOULD JUDGE THAT THE VISIT
IS BEING A REAL SUCCESS BUT NOT A SPECTACULAR ONE« THE INDIAN
KGUVERNHENT AND MRS GANDH| PERSONALLY HAVE GONE OUT OF THEIR WAY

' 70 DEMONSTRATE THEIR WARM FEELINGS FOR THE UK AND THEIR REGARD FOR
THE PRIME MINISTER. A NUMBER OF UNUSAL TOUCHES WHICH WERE NOT FOR
EXAMPLE PART OF THE BREZHNEV PROGRAMME HERE HAVE BEEN I NTRODUCED
BY MRS GANDHI AND THE PERSONAL UNDERSTANDING BETWEEN THE 2 PRIME
MININSTERS HAS BEEN STRENGTHENED. THE GOVERNMENT OF INDIA CLEARLY
WANTED A SUCCESSFUL VISIT AND TO THIS END THEY CHOSE TO AVOID
PRESSING POINTS WHICH WOULD HAVE BEEN LIKELY TO GIVE RI1SE TO
CONTROVERSY « THE FACT THAT THE INDIAN PRESS STRESSES DIFFERENCES
ON THE NATIONALITY LAW AND ON ARMS FOR PAKISTAN, SEEMS TO OvWE MORE
70 THEIR NEED FOR A STORY AND THEIR GENERAL EXPECTATIONS THAN TO
OFFICIAL INDIAN BRIEFING.

2. ON INTERNATIONAL AFFAIRS, THERE WAS A GOOD EXCHANGE OF VIEWS
WHICH DID NOT PRODUCE ANY SIGNIFICANT SURPRISES OF CHANGES. IT

MAY PROVE TO HAVE BEEN USEFUL TO PUT BRITISH VIEWS ON NAMIBILA

AND THE SECURITY COUNCIL STRONGLY TQ THE INDIAN FOREIGN MIN|STER

A FEW HOURS BEFORE HE LEFT FOR THE MEETING OF THE BUREAU OF NON-
ALIGNED IN ALGIERS. THE INDIANS, TO WHOM THE PRIME MIN|STER

PASSED PRESIDENT ZIA’S MESSAGE, STRESSED THAT THEY WERE IN NO WAY
THREATENING PAKISTAN. ON THE CONTRARY THEY WERE WORKING FOR AN
IMPROVEMENT IN RELATIONS AND NARASIMHA RAO MIGHT WELL GO TO 1SLAMABAD
WEXT MONTH, THE INDIANS TOOK NOTE OF THE PRIME MINISTER'S STATE=-
YENTS THAT HER DISCUSSION WITH REAGAN HAD NOT | NCLUDED AMER|CAN
MILITARY ASSISTANCE TO PAKISTAN. THEY WELCOMED THE PRIME MINISTER’S
ASSURANCE, BASED ON HER TALK IN LONDON WITH MR HAIG, THAT THE
UNITED STATES WAS ANX10US TO SEE AN | MPROVEMENT 1% US/INDIAN
RELATIONS. IN GENERAL ON EAST/WEST MATTERS, THERE WAS A TACIT
AGREEMENT NOT TO PUSH POINTS OF DIFFERENCE.

3, THE JAGUAR DEAL HAS NOT BEEN MENTIONED AND THERE WAS NO DISCUSSION
OF DEFENCE MATTERS EXCEPT THAT THE PRIME MINISTER TOOK AN OPPORTUNITY
TO STRESS TO THE CHIEF OF AIR STAFF OUR INTEREST IN THE LIGHT

COMBAT AIRCRAFT PROJECT. NO MENTION HAS BEEN MADE OF DIEGO GARCIA

AND INDEED THERE WAS NO DISCUSSION OF THE INDIAN OCEAN AS A PROBLEM
AREA, THOUGH IN HER BRIEF SPEECH TO THE HOUSES OF PARL I AMENT,
FOLLOWING THE PRIME MINISTER’S, MRS GANDH! REFERED TO THE
DEMILITARISATION OF THE INDIAN OCEAN.

CONFIDENTIAL /iy
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CONFIDENTIAL

4, ON BILATERAL COMMERCIAL AND ECONOMIC MATTERS THE INDIANS WITH
ONE EXCEPTION WERE COOPERAT!VE. DOCUMENTS COVERING THE DEVELOPMENT
OF THE COAL AND POWER INDUSTRIES IN INDIA, SPACE, SCIENCE AND
TECHNOLOGY, DOUBLE TAXATION AND A GENERAL MEMORANDUM OF
UNDERSTANDING ABOUT A NUMBER OF OTHER FIELDS OF COMMERCIAL

INTEREST TO US, WERE SIGNED. THE LATTER DOCUMENT CONTAINED A BRIEF
PASSAGE ON TRADE WHICH PROVED AN EXCEPTION TO THE GENRAL INDIAN
HELPFULNESS. THE MINISTER OF COMMERCE AND H1S OFFIGIALS WERE STILL
SMARTING OVER VARIOUS LONG-STANDING DETAILED GRIEVANCES EG. THE
ALLEGED HOLD UP BY BRITISH CUSTOMS OF FOLKLORIC ITEMS. THE

INDIANS LAID GREAT STREES ON THE MEED TO SORT OUT THESE PROBLEMS
AND 1MPROVE INDIAN EXPORTS TO THE UK. ON THE THERMAL POWER PLANT,
THE INDIANS SAID THEY wWOULD BE GLAD TO ESTABLISH THAT IT WAS A

VI ABLE PROJECT. MRS GANDH! TOLD THE PRIME MINISTER THAT THE DECISICN
ON THE COASTAL STEEL PLANT LAY BETWEEN THE BRITISH AND THE GERMAN
LED CONSORTIA. |T HAD TAKEN LONGER TO COMPLETE THE STUDIES THAN HAD
BEEN EXPECTED. THE INDIAN CABINET WOULD CONSIDER THE QUESTION ON 22
APRIL.

5. THERE WAS RELATIVELY LITTLE DISCUSSION IN THE OFFICIAL TALKS
ABOUT THE NATIONALITY BILL AND IMMIGRATION QUESTIONS, ALTHOUGH

A READER OF THE INDIAN PRESS MIGHT WELL SUPPOSE THAT IT WAS THE
PRINCIPLE SUBJECT OF DISCUSSION. THE FORTHRIGHT WAY [N WHICH THE
PRIME MINISTER FACED UP TO THE |SSUE AND DEALT WITH THE CRITICISHMS,
BOTH IN HER SPEECH TO THE MEMBERS OF PARLIAMENT AND IN A MEETING
WITH A DOZEN OR SO MP’S, SPECIALLY REQUESTED BY MRS GANDHI, WAS
EFFECTIVE AND HAS BEEN THE SUBJECT OF ADMIRING COMMENT. IN HER
PUBLIC COMMENTS MRS GANDHI HAS BEEM STUDIOUSLY MODERATE AND HAS
MOT GONE FURTHER THAN SHE JUDGED NECESSARY FOR HER DOMESTIC
POLITICAL REQUIREMENTS. SHE REFERRED TO THE **STRONG FEELINGS®’
OF MANY INDIANS ABOUT THE NATIONALITY BILL AND EXPRESSED HER OWN
*1DISAPPOINTMENT? * ABOUT THE SITUATION OF UKPH.

6. IN GENERAL | AM INCLINED TO THINK THAT MRS GANDH! MEANT IT
WHEN SHE SAID IN PARLIAMENT THAT THE VISIT WOULD LEAD TO TRADE
AND COOPERATION ’?BENEFITTING BOTH OUR COUNTRIES EVER ORE
FRUITFULLY IN THE YEARS TO GOME’’,

THOMSON
FeolwH
SAI




Press Conference

. This aftarnoon you are to give a 40 minute press conference
gfrom 2 00 at Vlgyan Bhavan, a modern conference centre built
18 months ago. It is fully air conditioned. I shall not raise
objections to the recording and televising of it.

. I would expect at least 100 journelists to attend - Indian,
rasident foreign press and, of course, British journalists.

. The press conference will be chaired'by Mr. Wilfred Lazarus,
Principal Information Officer of the Public Information Bureau.

_ You will be expected to make a short statement after
Mr. Lazarus had introduced you. This would be followed by
a question and answer session.

Your visit: has been marked in the media by the policy as
~ distinct from personal differences between you and Mrs. Gandhi.
The Indian preés, in bringing out these differences, has also
"~gi%en very full coverage to your views - witness the coverage of
your speech last evening to the Parllament, most notably on the
Natlonality Bill.
_ The press conference prasenta ybu with a real opportunity
"ta put ‘the moat positive gloss upon your viait and to leave
Delhi on a high note. The journaliatg_w111 be particularly ®
anxious to know how the visit has matched up to your expectations
and;how you‘seeajnglo/lndian=relations developing in the future.
; Givsn the nature of the press I would expeet them still to
concantrate on three major issues - Pakistan and the supplying
of arms to that regime; the Nationality Bill and immigration;
and the extent to which Brltlsh policies co-incida and diverge
with the Americans. :

~/Judging




Judgin-gu_by ny 'brieting qn Wedneaday tha;y may well also chase
you nn the Indian Ocean, DlQSD Garcla and thn RDF

'the s'l:eel contract.




c.c. Mr. Alexander &~ 4

Pregs Arrangements in Bombay

There are two pointe which I think ve should put to the Prime'ﬁfh”ff
Minister about the prese :rrangements in Bombay. |
Getmway of India/Elephanta Caves

" There is 1ikely to be only one launch for the visit to the
Geteway of India and the Elephanta Caves which can carry the Primel
Minister and 14 other people, Three of these places have i
proviaionally been aarmarkod for a photographer, a TV cameraman and

a TV soundman.

obtain coverage of this event will be by having this small pool  1~5

team on board the Prime Minister's launch. Such a facility would 5§§
; ; [ L A i i .,,r’r‘ti._j
provide excellent photography/TV film of just the right kind for . . &

an Easter,weekénd, after the mcre formal part of the Prime Hlnlster s;?

visit to India nas takea place in Delhi. s
Can you sesk the Prime Minister's egreement to having a pool'?

- team on board? |

S ¢

_*tﬂ5.45 §um' on Satﬂgday the Prime Minlster w111 have teaWuifh
L’Bmitidh jounnnli Js_in Bambay: Har naxt appointment is a '

1nterviewa:~

'fgi' of _/4 minutas ea¢h t°'
3 'i:_Keith Gravdslof BEC Televialon l




These interv1ews would provide ‘he Prime Minister witn a good

opportunltv to! dum up her impres sioﬁs of her visit to India,

and again mlght be good for use in Easter weekend prosrammes.




ce. Mr, Alexander

Mrs Gandh1 s meeting w th the Brltlsh Press: 16 April

Mrs Gandhi wag asked almost streightaway at her meeting with
the British press yesterday about differences in attitude between =
the Indien and British Governments towerds Pakistan and towards the . sy
Nationality Bill. Mrs Gandhi said several times that each country
has to look at individual problems from a particular aungle. It is
not'aiwaya easy to have the same point of view and thc prpose of
vigits such as Hrﬁ Thatecher's anc for example meetingsof Commonwealth
leaders was that they provided a forum in which you could discuss
 these things.

Nationality Bill
' She was then pressed hard on the Nationality Bill by Chris . _Qj;
Moncrieff, who was obviously looking for a line for a mnews story, .. ..
and to a lesser dx*ent by Keith Graves of the BEC. E-qg§ 
Did the Indihn Goveimment trink that the Nationality Bill
discriminated dga1nst the immigrant community? Mrs Gandhi said
that she hoped that the Bill would contain no discrimination but the
fact was that our nationality proposals had cesused concern amongst
the Indian people which had also been voiced in the Indian
Parliament. Hrd'Gandhl gaid that she had had many letters on the
.\Isubjact from the Indian community in Britain. Mrs Gandhi implied
‘: tﬂtt ‘some saqtia%p of Indian Parliamentary and public opinion . i
: "t that ﬁhqﬂ&atiunality Bill was discriminatory but she was

ﬁ'_cardiul Mhnn-shb”ﬁii pressed ‘on the aub;ect continuously during

n”{ylthu 40 minute moﬁ%ing with the British press, not to associate

r

':_hntualf/paraonaléyw-' too d;rectly with a hard line.

{7 s ‘|"B

s i &'»I:i résponamﬁfn.. rurther queations, Mrg Gandhi acknowledged
" that the Nationality Bill had shaken confidence in the Asian

'if commnnit5 in Britein as well as here in India. Something (she did

7g?not 5waci£y whatﬁ'had to be done to retore confidence. Mrs Gandhi
_ then referred tngyhg amendments ‘that had been made to the
7 Natidnality Bill which were good as far as they went but many

'_fffpeoplt #ﬂlt that ;.ethins more Snended o b dones

RS R u

/ Asked whether .

L AT
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Agked. whethﬂ;'ﬂrs Thatcher lFad been able to give auy
assurances in her’ talks concerning the racial peosition in
Britain, Mrs Gandhi said that Brijain had always stood for justice
and equality and she hoped that that would cntinue to be the case.
Agked for her res-tion to events in Brixton and whether they had
" led to greater anxiety on the eve of lMrs Thatcher's visit on the
racial igsue, Mrs Gandhi replied that unfortunately in today's
world these things did happen in .any countries but that did not
nitigate them. Mrs Gandh: said t.at Mrs Thatcher had in fact
taken the initiastive to tell her how upsel she (Mrs Thetcher) had
been about the events in lirixton.

Mrs Gandhi then commented that even before Brixton there was
a cartain lack of trust in the inmigrant community. Some events
(again she did nob specify) had led to charges of injustice. The
Vationality Bill had excited Par'ismentary and public opinion here
and "if something more could have been done that would have been
very welcome".

17_April 1'2.81 e
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RECORD OF A CALL ON THE PRIME MINISTER BY INDIAN MEMBERS OF
PARLIAMENT ON THURSDAY 16 APRIL 1981 AT 1600 HOURS AT

RASHTRAPATI BHAVAN, NEW DELHT

The Prime Minister held a meeting at the Rashtrapati Bhavan

on 16 April with the following Indian Members of Parliament from the
Congress (1) Party:-
Mr. Eduardo Faleiro: Goa
Dr. Shanker Sharma: Madhya Pradesh
Mrs. S. Kaur: Punjab
Mr. N.K. Sharma: Rajasthan
Mr. R.L. Bhatia: Punjab
Mr. B. Gadjil: DMaharashtra
Mr. J. Tytler: Delhi
Mrs. M. Sultan: Madhya Pradesh
Dr. Lokesh Chandra

After being welcomed by the Prime Minister, Mr. Faleiro
said that he and his colleagues had been glad when they heard that
the Prime Minister was coming to India. They had been charmed by
her performance on television the previous evening. Their hope was
that Indo-British relations, which were already good, should be
further improved. However,there were one or two problems on which
they wished to express their views, in particular the question of ‘
the British Nationality Bill and of the "hostile treatment" of Indian
visitors arriving at Heathrow. They recognised that the Nationality
Bill was a matter lying entirely within the prerogative of the
British Parliament. He then invited Dr. Shanker Sharma to speak.

Dr. Shanker Sharma (a former Minister of Communications)said
that his starting point was the belief, which he and many lndians
shared, that the British people had a tradition of liberal thought
and a liberal approach to all problems. The Indians were therefore
upset if anything happened which conflicted with their view of
Britain. In this spirit he wished to bring to the Prime Minister's
notice that there were in India some 40,000 people of Indian origin

who had come from the former British Colonies after they became
independent. Although they held British passports it had been
recognised that they could not all be admitted to Britain at once,
and there was an understanding that they should come to India

in the meantime, but would be able to enter the United Kingdom

in due course. They now found that only about 500 (annually)
were admitted and even then with some difficulty. This created
a problem. He and his colleagues received many letters and
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petitions, and the issue was used by other political parties to
embarrass the Congress (I) Party.

He hoped the Prime Minister would find a solution to the
problem and to the problem of "those born afterwards" (presumably
a reference to the children of UKPH born after enactment of the
Bill)e This would be in the larger interests of Indo-British
relations and would enhance the reputation of Britain in the minds
of right-thinking Indians. They had a warm feeling about Britain
which they wished to treasure.

There was also the question of harrassment of visitors at
Heathrow which he was sure the Prime Minister and her government
did not condone. He understood that no visa was needed by Indian
visitors, but he advised people who approached him to take a letter
with them in order to avoid embarrassment. India had,he believed,
more English speaking people than any other Commonwealth country
except Britain herself. Indo-British friendship was an asset for
India and he hoped also for Britain.

In reply, the Prime Minister stressed that those people
who were permanently settled in Britain would not be affected by the
new legislation. There were about half a million people of Indian
origin who now belonged to Britain and were British citizens because
they had their permanent home there. Furthermore the British
Government had responded swiftly to concerns expressed by the Indian
Government over certain aspects of the Bill and as a result had
introduced 4 major amendments. The effect of these was:

(a) to enable British citizens who had acquired their
citizenship by grant rather than by birth to transmit
it in“the same way as British citizens by birth;

to provide for children born in Britain to parents
neither of whom were British and neither of whom were

permanently settled in Britain to acquire British
citizenship by registration after they had lived
for 10 years from birth in the United Kingdom;

/ (e)




_3_

to extend the grace period for registration of those with
an entitlement to British citizenship through registration
from 2 years to 5 years;

to provide British Overseas Citizens, Citizens of
Dependent Territories, British Subjectsunder the Bill
and British Protected Persons with an entitlement to
be registered as British citizens after they had lived
for 5 years in Britain. This was a major improvement
on the arrangements for them as originally drafted.

The Prime Minister stressed that there was nothing racial or
religious in the Bill, and that she had been greatly hurt by
allegations to the contrary.

As regards UKPH, the Prime Minister pointed out that their
existing right to come to the United Kingdom was not affected
adversely by the Bill. She accepted that the number allowed in
was lower than it had been, but pointed out that there were now
23 million unemployed in Britain, and that last year the UK had
accepted for settlement from the new Commonwealth 35,000 people who
came in as dependants, and that another 30,000 had chosen to
register as British citizens. She pointed out that the figure of
500 UKPH admitted for entry was misleading because it did not
include their dependants who were also allowed in. An increase
in numbers woul not make for racial harmony. Until the events in
Brixton a few days earlier, she had been pleased with the way
things were going. The West Indians posed a particular problem
because, unlike people from the Sub-Continent, they had no
tradition as small businessmen and could not easily find employment.
She was deeply concerned and shocked by what had taken place in :
Brixton, and had agreed with the Home Secretary to set up an inquiry
under an eminent judge in order to try to ensure that it never
happened again.

Reverting to the UKPH question the Prime Minister said that
because of high unemployment this was not the time to increase
the quota. The only way to do this would be by taking in UKFH
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instead of dependants of people already settled in Britain.
This would cause great hardship to some families.

The Prime Minister went on to say, in relation to the
allegations of harrassment at Heathrow, that the isolated
"virginity test" case should neverihave happened and arrangements
had been made to prevent it happening again. X-rays had :
occasionally been used for age assessment where other documentation
was lacking, but that practice had now been suspended. The High
Commissioner pointed out that arrangements had now been made for the
Trndian High Commission to be contacted from Heathrow in:cases of
difficulty involving Indian citizens. In answer to a question
about sterilisation of women, the Prime Minister:replied that there
was no such thing:as compulsory sterilisation in Britain. For such
an operation to take place it was necessary to have the consent
not only of the woman concerned but also of her husband.
Sir John Graham said that the Deputy High Commissioner at the
Indian High Commission in London'had told him that the report filed
on this subject by an Indian correspondent in London was incorrect .
and that the journalist concerned had admitted that he had got it
WIrong.

The Prime Minister went on to point out that of the
190,000 visitors to the UK from India last year only about
6 in a thousand had been turned back; this was a smaller
percentage than frommany other countries. She advised
prospective visitors to the United Kingdom to come with a letter
or an entry certificate. The immigration officials did an
excellent job in the face of great difficulties. For example,
she had recently investigated a case involving a family in her
constituency who had complained about the way in which a relative
nhad been questioned on arrival. Her enquiries had revealed that
> other members of the family who had earlier entered the UK had
both overstayed. In such circumstances it was not unnatural that
an immigration official should be suspicious.

/- In
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In.answer to a question from one of the MPs, the Prime Minister

said that it was necessary to be firm sometimes and at the same

time to be fair and to be seen to be fair. It was easy always

to say 'yes' but this did not solve any problems. In response

to a query about the lack of any provision in the proposed
legislation for appeals in naturalisation cases it was pointed

out that this was not normally provided in the citizenship
legislation of other countries. It did not exist in India.

n

18 April, 1981
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RECORD OF A MEETING AT THE RASHTRAPATT BHAVAN ON 16 APRIL 1981
BETWEEN THE PRIME MINISTER AND MR. MUKHERJEE, MINISTER OF COMMERCE
AND STEEL, GOVERNMENT OF INDIA

Present:

Prime Minister Mr. Mukherjee, Minister of Commerce and
Steel
Sir John Thomson
Mr. Kaul, Secretary, Ministry of Commerce
Sir John Graham and Steel

Mr. Mathrani
y Mr. T.P. Lankester

Welcoming Mr. Mukherjee, the Prime Minister reported very
briefly on her discussion that morning with the Minister of Finance.
She had told him that HMG was trying hard to hold off the pressures
for protection. The UK economy was one of the most open in Europe,
certainly more so than the French. It seemed that some of India's
quotas were not fully taken up; so for those goods covered by quota,
there was potential for expansion.

Quota Transferability :

Mr. Mukherjee said India was trying to impress on the EEC the
need for transferability of quotas. At present, quotas were fixed
on .a country by country basis. If one country's quota was fully
taken up, there ought to be provision for transferring to it any
unused portion of other countries' quotas. This could, in effect,
be achieved if the Commission were to fix the quota for an individual
product for the EEC as a whole. This is what in future they ought
to do.

He had discussed this matter with Mr. Biffen when he had visited
India a few months previously: he hoped the UK would take it up
with the Commission.

Folkloric Garments

Mr. Muhkerjee said that the IndianGovernment was concerned
about the folkloric garments being held up by the Customs. He
understood that 20,000 pieces were being held, of which only
% to 4 thousand had been cleared for delivery. There were
certainly some pieces that would not stand the test of being hand
made; but in their view, at least 10,000 qualified and should be
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released forthwith. He felt that the Customs interpretation of
what was folkloric was too narrow. The only essential criterion
should be whether or not the garments in question were machine made.

Mr. Kaul said that there had been considerable delay in
dealing with this problem, and he hoped that there would be
immediate discussions between the two Governments about it. The
exporters whose goods were being held up were small businesses,
and they were facing considerable difficulties. One way of
dealing with the problem, which the Indian Government would be
willing to accept, would be to debit any consignments which were
not genuinely folkloric against the coming year's quotas. The
Prime Minister said that she was aware of this problem, and she
had spoken to Mr. Biffen about it before leaving. She understood
that the Indian High Commission in London were agreed that some
of the items in question were not folkloric, and that others were
being retained at the instance of the EEC Commission. She felt,
in any case, that the problem needed to be looked at in context.
Between 1978 and 1980 folkloric imports had increased from 17,000

pieces to 883,000 pieces. This was a very rapid rise which showed
that the UK was doing its best to help India's folkloric exports.
The value of garments currently retained was only £75,000, against
£3} millions' worth of imports in 1980. Nonetheless, she agreed
that there should be early talks between the two sides to try to
resolve the issue.

Opium
Mr. Kaul said that there was concern in India that UK imports
of opium had been stopped.

The Prime Minister said that opium imports were permitted for
pharmaceutical manufacture, and the Government did not interfere
in the sourcing of these imports. Sir John Thomson added that it
was certainly the case that UK importers had switched from buying
from India to buying from Australia. The Prime Minister said that
HMG would look into this problem as it affected India.

/ Groundnuts and Cotton seed
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Groundnuts and Cotton Seed

Mr. Mukherjee said that they were very concerned about the
recent ban on imports of groundnuts and cotton seed to be used in
cattle feed. They accepted that those products which exceeded
the international norms for Aflatoxin should be kept out. But
they felt that India was being discriminated against. For example,
the UK was continuing to import soya beans from the US, which also
contained significant amounts of Aflatoxin.

The Prime Minister said that because of the cancer risk for
children identified in a recent report, the Government had felt
obliged to act quickly. Soya beans did not contain the same
quantity of Aflatoxin. But there had been no intention to
discriminate against India. The Government intended to produce
definitive regulations very shortly, and she understood that
India's views were being taken into account.

Sir John Thomson said that 12 countries were affected by the
ban on imports of groundnuts and cotton seeds. Mr. Mathrani
added that the ban had been imposed only after the receipt of a
report by professional experts. This showed clearly the basis on
which the ban had been imposed, and a copy of it had been sent to
the Ministry of Commerce.

Mr. Kaul said that they had not received this report. The
Prime Minister said that she would ensure that another copy was

sent immediately.

Shipping

Mr. Mukherjee said that there were inadequate facilities for
containerisation on the existing conference fleets between India
and the UK - especially those operating from Eastern India.
This meant that the cost of shipping between the two countries
was excessive. Mr. Kaul said that the conference fleets were
very old.comggﬁiggdian Government had tried to persuade the
shipping/to modernise and to buy containerised ships. The Indian
companies were willing to do so, but not the UK companies. They had

/ asked




asked the Department of Trade to take this up with the UK shipping line

The Prime Minister said that she would follow this up.

Balance of Trade

Mr, Mukherjee said that since 1977 India's balance of trade with
the UK had gone significantly negative. India very much wanted to
,improve its exports to the UK. He had already referred to some
immediate problems. On the question of quotas, although there were
some that were not fully taken up,there were others that were.
He cited the quota on tobacco, which - since its imposition under
the GSP - had severely reduced the UK's imports from India.
More generally he felt it would be desirable if there could be
some institutional arrangement to review the whole trading
situation between the two countries. He understood that HMG
were averse to issuing any kind of directions to traders, but he
felt that - following such a review - it might be possible for HMG
to issue some kind of general direction designed to improve the
balance of trade from India's point of view.

Mr. Mathrani said that HMG were very willing to cooperate
on measures to promote bilateral trade. For example, they had
arranged a visit for India businessmen, and they were willing to
provide Indian exporters with technical assistance.

Coastal Steel Plant

In response to a question from the Prime Minister, Mr. Mukherjee
said that the critical meeting for reviewing the various proposals
for the steel plant was scheduled for 22 April. They had hoped
to reach a decision on it earlier, but it had been delayed by the
late proposals from Romania and from Metchem of Canada.

The meeting finished at 1545 hours.

16 _April, 1981.




Private Secretary

CALL ON THE PRIME MINISTER BY INDIAN MEMBERS OF PARLIAMENT:
4,00 PM, THURSDAY 16 APRIL

1. The following eight Indiamn IMPs will be calling on the Prime
! Minister at 4.00 pm today, Thursday 16 April. They are all
members of the Congress I party. I have added some factual
notes on the people, where known.

Lok Sabha

(a) Eduardo Faleiro: Goa. Born in Portugal, speaks regularly
in Parliament on foreign affairs. Entered Parliament 1977.

(b) Mrs S Kaur: Punjab.

(¢) Mr N K Sharma: Rajasthan. ZEntered Lok Sabha for the
first time in 1968.

(d) Mr R L Bhatia: Punjab. Entered Lok Sabha for the first
Time in 1972. Represented India as a delegate at the UN
in 1975.

(e) Mr B Gadgil: Maharashtra. Read Law at London University
and Lincoln's Inn. Was a member of Rajya Sabha 1971-80.
Joined Lok Sabha January 1980.

(£) Mr J Tytler: Delhi. Well-known Youth Congress I leader
and close associate of the late Sanjay Gandhi. Entered
Lok Sabha for the first time in January 1980.

Rajya Sabha

(g) Mrs M Sultan: Madya Pradesh. Member of the Lok Sabha from
1957-67. Joined Rajya Sabha 1974.

(h) Dr Lokesh Chandra: nominated member of the Rajya Sabha
since 1974. Born in Punjab. Well-known writer on oriental
art and culture.

el e

M C Raven

16 April 1981

cc High Commissioner
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@  RECORD OF A MEETING AT RASTRAPATI BHAVAN ON 16 APRIL 1981
AT 1115 BETWEEN THE PRIME MINISTER AND MR. VENKATARAMAN,

MINISTER OF FINANCE, GOVERNMENT OF INDIA.

Present:

Prime Minister Mr. Venkataraman, Minister of

Sir Johd Thomson Finance fo»
S1 5 Toln. Crahan Mrﬁiﬁ:iggtra, Ministry of

Mr. Mathrani Mr. Bhalla, Ministry of'External
Mr. Tim Lankester Affairs

Coastal Steel Plant

After exchanging courtesies, the Prime Minister said
that she had just had a long talk with Mrs Gandhi and Mr Mukherjee
about the coastal steel plant contract. She had tried, in
particular, to clarify HMG's position on the aid that would be
available if Davy . were to win the contract. IMr. Mukherjee
seemed to be under the impression that the UK would be simply
reallocating part of the existing provision for India. She
had tried to make clear that this was not so. The UK Aid
Programme was now basically split into two: there was an aid
provision for individual countries, and there was a provision
for project aid which was intended to help UK industry win
contracts throughout the developing world. The latter was only
available for UK led bids. If Davy did not win the steel
contract, it could very well be that the aid which was intended
for it would not go to India, but to another country. The
Davy bid was very competitive, and it was supported by a
generous aid package; there would also be a French aid
component. She had great hopes that Davy would win; it would
do much to cement Indo/British relations.

Mr. Venkataraman said that the Government of India were
actively considering two proposals - the one from the UK, the
other from the Federal Republic of Germany. If the UK led bid
was competitive, he saw no reason why it should not win.

Mr. Malhotra said that they were quite clear that the
aid on offer in support of the Davy bid would only be
available to India iﬁFQ@gmeygqqéyt_ The question of reallocation
LU F8Y - =/ had
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had only been raised by the Indian Government in the context

of the substantial decline in the UK aid provision for India
vver the coming year. The offer of aid towards the steel plant
alongside the decline in the general aid provision caused them
considerable embarrassment in relation to other donors. In
particular, the Germans were not cutting their overall level of
assistance (which was running at DM 400 million this year),

and they had not tried to link their programme with their bid
for the steel plant. lMr. Venkataraman added that the UK's
géneralproviSionibr India was being cut from £140 million in
1980/81 to £87 million in the coming year, which was inclusive
of the retroactive terms adjustment. Sir John Thompson commented
that the ceiling for the coming year was in fact £97 million.

The Prime Minister said that the UK had had to reduce its
overall aid programme. Sir John Graham said that the reduction
in the Indian programme was not greater proportionately than
for other countries. Sir John Thompson said that the UK was
India's largest bilateral donor, and in 1980/81 India had in
fact received from the UK £10 million more than it had expected.

The Prime Minister said that the Government of India seemed
to be criticising the UK because of the disproportionately large
size of its aid programme in the past. The UK had tried to be
most cooperative in its aid and other relations with India, and
she hoped that - in the context of the current steel negotiations -
India would not "take it out" on the UK now.

IDA Replenishment

Mr. Venkataraman said that the Government of India were
worried about the sixth and seventh replenishments of the
International Development Assistance (IDA). Negotiations for
the seventh replenishment would be getting under way shortly.
India was concerned that if IDA's resources were not increased,
development assistance to developing countries would be badly
affected. He hoped that the UK would do their utmost to
persuade other countries, and in particular the USA, to be
generous. As regards the sixth replenishment, they were

concerned about the revised profile of contributions announced
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by the new US Administration. The US had not reduced their
total contribution but the contribution in the first two years
of the replenishment period would be sharply down on the
previous Administration's intentions. Mr. McNamara, visiting

India recently, had indicated that IDA would shortly run out of

commitment authority because of the changed US position. The

situation would be even worse if other donor countries were to

follow the US; it was important that they should stick to their
: previously announced commitments.

The Prime Minister said that the UK contributed a higher
proportion of GDP to IDA than most other countries. She sometimes
wished that we did not, and instead concentrated more on
bilateral aid. For the UK seemed to get more credit for its
bilateral aid efforts. She cited the example of Bangladesh,
whose President had criticised the UK for not being generous
enough. But he had not seemed to understand that the UK was
making a large contribution to Bangladesh aid receipts through
IDA. The Prime Minister went on to say that she understood the
problem of the sixth replenishment caused by the US Administration's
decision, and she supposed that projects such as the Sri Lanka
dam proposal would be affected. Sir John Graham asked whether
India had made direct representations to the US about the
problem. Mr. Venkataraman replied that they had 1ndeed gone S0.
Secretary Regan had mplied in terms which were helpful’to the
extent that he had affirmed that the Administration stood by
its commitment in terms of the total contribution to the sixth
replenishment. He wrepeated that both they, and the World
Bank, were worried about the revised profile of payments.

Mr. Malhotra added that India was also worried about the
attitude of the US Congress.

Trade and Protection

Mr. Venkataraman said that India was concerned about what
appeared to be the growing protectionism of the developed
countries. Unless they kept their markets open, the developing
countries would not be able to purchase the plant and equipment
needed for their development programmes. India was faced with a
growing balance of payments problem. It was spending #7 billion
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per year on oil imports, which constituted 72 per cent of
export earnings. He hoped that the UK Government would do
everything possible to hold off protectionist pressures, and to
persuade its EEC partners to do likewise.

The Prime Minister said that the UK had an open door policy
on trade: the UK market was far more open than that of some
other EEC Countries, who too often used non-tariff barriers to
keep out imports. UK consumers, in any case, would not tolerate
greater protection. But Japanese imports were a real
problem - not only for UK industries, but for other countries
trying to compete in the UK market. Mr. Mathrani commented that
many of India's UK quotas were not filled. IMr. Malhotra said
that this was true, but for some Indian exports which were growing
rapidly, the quotas were too tight.

The Prime Minister went on to say that she fully appreciated
the problems for India and other countries caused by high oil
prices. She hoped that the Indian Government had made representa-
tions to OPEC and also to the Saudi Foreign Minister during his

recent visit. She would certainly be discussing oil prices when
she visited Saudi Arabia and the Gulf. The UK had for a time
tried to hold back the price of North Sea oil, although ultimately
this had not proved feasible. She wondered whether any of the
OPEC countries had been willing to provide India with rebates
on the oil price.

Mr. Malhotra said that India had raised the latter point
several times. But only one country, Irag, had agreed to a
rebate. They had agreed a 20 year interest free loan against
last year's increase in price; an agreement had been signed,
but in the event it had not been implemented because of the

Iran/Iraq war.

Thermal Power Plant

Sir John Thomson said that UK proposals for a thermal
power plant had been discussed over recent weeks and months
with the Indian Government. It would be helpful to have an
indieation of the Government& position.

/ Mr. Venkataraman
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Mr. Venkataraman said that they were planning on an
expansion of electricity capacity of 19,500 megawatts. The
infrastructure and project mquirements were currently being
worked out. Mr. Malhotra added that an investment decision
on the particular power plant in question had yet to be made.

The Ministry of Power had been asked to enquire with the Planning
Commission, who were responsible for allocating the investment
budget, whether there was scope for constructing an additional

:plant.

UK Investment in India

The Prime Minister said that many UK companies wanted to
invest in India. But some companieswith existing investments
felt that they were not getting as good a deal as they might.
She hoped that any particular problems could be sorted out.

She did not want any feeling that companies were being badly
treated to dissuade new investment. ©She cited the problems
which ICI were currently having with their pharmaceutical plant
at Ennore. According to the ICI Chairman, the Government of
India had forzen the plant's prices at levels of 1970 and 1974,
and this was causing heavy losses. Mr. Malhotra said that he
would look into this to see what could be done.

Sir John Graham also mentioned the problems of Burmah Oil.
Mr. Venkataraman said a tentative decision had been reached on
the Burmah issue with a view to an early announcement.

Indo/British Collaboration

The Prime Minister expressed the hope that Indo/British
collaboration could be expanded both in India and in third

countries.

Mr. Malhotra said that technical collaboration with British
firms in India had been increasing very rapidly. There was
particular scope for collaboration in the coal industry. There
was also great scope for increased collaboration in third countries
thouh - if this were to be successful - British partners had to
be prepared to make some sacrifices initially in order to allow

Indian companies part of the business.

Falad Vi intai i / The meeting
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The meeting finished at 1205 hours.

T.P. LANKESTER

16 _April 1981

cc Sir John Thomson
Sir John Graham
Mr. Alexander
Mr. Mathrani
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SUMMARY RECORD OF A DISCUSSION BETWEEN THE PRIME MINISTER AND THE
PRIME MINISTER OF INDIA, MRS INDIRA GANDHI, IN NEW DELHI ON
THURSDAY 16 APRIL 1981 AT 0930 HOURS

The Prime Minister had a tete-a-tete discussion with Mrs Gandhi
on the morning of the second day of her visit. During the course
of the conversation, the two Heads of Government were joined by
the Indian Foreign Minister, Mr. Rao, and the Indian Minister' of

Commerce, Mr. Mukherjee.

A substantial part of the discussion was taken up by an
exchange of views on the British tender for the Paradip steel plant.
Tn the course of this Mrs Gandhi explained that it would be
difficult for the Indian Government to give the contract to the
UK during the Prime Minister's visit as this would certainly result
in accusations that the contract had not been awarded on "objective"
grounds. At no point did Mrs Gandhi attempt to suggest that there
was a quid pro quo for the contract in some other field. The
Nationality Bill and UKPH were not mentioned at any stage in the

discussion.

The two Heads of Government also discussed the situatim in
Afghanistan. Mrs Gandhi said that the main reason for the Soviet
intervention had been nervousness about the consequences for the
situation in the Soviet Asian republics of a collapse in Afghanistan.
In her view it would be a long time before Soviet forces were
withdrawn. Given the Soviet Government's anxiety about their
Muslim population, they would need to be very confident about the
situation in Kabul before releasing their hold.

Mrs Gandhi was also concerned about the future policy of the
Soviet Government. She had no idea who the next generation of
leaders would be. But it was clear that the present generation
were the last whose thinking would be dominated by their recollection
of the horrors of the lést war. Mrs Gandhi thought the next few

years were likely to be very dangerous.

Mrs Gandhi repeated, but in more detail, the concern she
had expressed to the Prime Minister the previous day about the
activities of the Communist Party in India. She said she was

perplexed as to how to proceed.

/ There was some
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There was some discussion of the situation in South East
Asia. Mrs Gandhi explained that she had recognised the Heng
Samrin regime because the Pol Pot regime had been intolerable
and Heng Samrin had seemed the only realistic alternative.
Prince Sihanouk had no future in Kampuchea. The situation there
had to be seen in terms of the conflict between China and the
Soviet Union. China, in Mrs Gandhi's view, was an expansionist
power with ambitions in Mongolia and the North East.

20 April 1981
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RECORD OF A CONVERSATION BETWEEN THE FPRIME MINISTER AND THE
INDIAN FOREIGN MINISTER, MR. RAO, IN DEIHT ON 16 APRIL 1987
AT 0900 HOURS

Present:

Prime Minister Mr. Rao
Sir John Thomson Mr. Sathe
Sir John Graham Mr. Hiremath

Mr. Ingham Mr. Bhalla
Mr. Alexander

Non-Aligned Meeting

The Prime Minister congratulated Mr. Rao on the way the
Non-Aligned Meeting in Delhi had been conducted. !Mr. Rao said
that the atmosphere had indeed been very good. Consensus had
been reached because those who disagreed did not wish to spoil
the atmosphere. At the end of the Conference, the Indian
Government had suggested the participating States could enter
reservations about the conclusions at any time in the next two
week. In the event, no reservations had been received.

Commonwealth Heads of Government Meeting

The Prime Minister said that she hoped a similar atmosphere
would prevail in Melbourne. She did not think that there were

any major difficulties facing Heads of Government though she
was aware that the Members from the Pacific were hoping that
more time could be spent on the things that interested them.

It would be useful if any unavoidable political declarations
could be worked out before the meeting assembled. This would
save much valuable time. Mr. Rao said that the Indian
Government were concentrating on economic issues and hoped to
play down or bypass ‘political issues. They thought the Melbourne
meeting would be a useful preparation for the subsequent gummit
meeting in Mexico. He agreed with the Prime Minister about the
desirability of preparatory work.

/ North/South Summit
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North/South Summit

After the Prime Minister had referred to the concern of
the Mexican Foreign Minister about the fact that the Ottawa
Summit would precede the Mexico Summit, Mr. Rao confirmed that
this was a source of concern to the Indian Government also.
There were those who argued that if the developed countries
had a harmonised position as a result of the Ottawa Summit,
the developing countries should similarly coordinate their
views. However, the Indian Government took a different view.
They regarded it as essential that the meeting in Mexico should
be the occasion for a free and open exchange of views. There
should be no pre-determined positions. For that reason they
did not think the developing countries should try to imitate
the Ottawa Summit. They should limit themselves to analysing
the outcome of the Ottawa Summit and exchanging views about it.

The Prime Minister said that she thought this was very
wise. She was aware of the dangers flowing from the fact that
the economic summits were carefully prepared by officials and
were faced with draft declarations, which they often did not
discuss, when they met. However, she doubted whether the
Mexico. Summit would lead to the taking of firm collective
positions by the seven participants. MNr. Rao indicated that
he was glad to hear this. The Mexico Summit should not be an
occasion for negotiation or decisions. He hoped very much that
this would be borne in mind in Ottawa. It was essential that
Heads of Government should not come to Mexico with their hands
tied. The Mexico meeting would be an input into on-going
discussions. He hoped it would help to accelerate the dialogue
between North and South. Those involved in the preparatory
discussions in Vienna had been careful to avoid committing
the Mexico meeting to anything other than a free-ranging and
uncluttered discussion.

Ir Ira

Mr. Rao commented that many members of the Non-Aligned
Movement were going to find it embarr3331nfrto ftgend the
next Non-Aligned Summit in Baghdad if the/war was 3ti11 in
progress. The Prime Minister said that perhaps the prospect

~/ of the Summit
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of the Summit would provide a stimulus to the search for

a solution. Mr. Rao agreed but added that there was now a
major conflict of personality between the leaders of the two
sides. Each appeared to expect the other to fall within two
or three months and to see no reason why concessions should be
made in advance of that event. Moreover, each regime was
accusing the other of attempts to subvert it.

Arab/Isreel Dispute

After Mr. Rao had referred to Mr. Haig's recent visit to
the Middle East, the Prime Minister said that she thought we
were coming to the end of the period of appraisal which had
followed the election of a new Administration in the United
States. The time for a next step was now approaching.
Unfoftunately, it was not easy to see what the shape of that
next step should be. Moreover the attack on President Reagan's
life would no doubt have set back the process of policy
formulation in the United States.

The discussion ended at 0920.

/LA

16 April 1981

cec Sir John Thomson
Sir John Graham
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TO PRIORITY F C O

TELEGRAM NUMBER 419 OF 16 APRIL®

INFO JADDA KUWAIT BAHRAIN ABU DHABI DUBAI MUSCAT.

PRIME MINISTTERS® VISIT TO INDIA ¢ PRESS COVERAGE.

1. THE NEWSPAPERS ON 15 APRIL CONTAINED A FEW COLUMN |NCHES
REPORTING THE IMMINENT ARRIVAL OF MRS THATCHER IN INDIA. APART
FROM DETAIL OF THE COMPOSITION OF THE PARTY AND LENGTH OF THE
VISIT, THE ARTICLES STATED THAT BILATERQL COMMERC]AL |SSUES AND
MAJOR INTERNATIONAL AFFAIRS WOULD FEATURE PROMINENTLY IN THE
TALKS. [N ADDITION MANY PAPERS, AND IN PARTICULA THE PATRIOT,
REFERRED TO IMMIGRATION ISSUES AND TOPICALLY THE BRIXTON RIOTS.
THE INDIAN EXPRESS AND STATESMAN BOTH REPORTED SIMILARLY WORDED
STATEMENTS PUT OUT BY THE TwO COMMUNIST PARTIES CRITICAL OF

H M G’S POLICIES AND CALLING FOR STRONG OPPOS|TION TO THE VISIT.
THE INDIAN EXPRESS, FINANCIAL EXPRESS, HINDU AND TIMES OF INDIA
OF 15 APRIL ALL CARRIED SPECIAL SUPPLEMENTS ON THE PRIME MINISTER’S
VISIT, AS DID THE STATESMAN AND ECONOMIC TIMES TODAY.

2. TODAY'S PAPERS GIVE GOOD COVERAGE TO THE ARRIVAL CEREMONY,
WITH PHOTOGRAPHS, THERE IS ALSO COMMENT ON THE PRIME MINISTER'S
AND MRS GANDHI|’S SPEECHES ON ARRIVAL AND AT LAST NIGHTS BANQUET.
BUT THE MAIN COVERAGE IS GIVEN TO YESTERDAY’S OFFICIAL TALKS,
BASED ON A JOINT INDOA BRITISH PRESS CONFERENCE LAST NIGHT. THE
PAPERS ALL TAKE THE LINE THAT THERE ARE DIFFERENCES BETWEEN INDIA
AND BRITAIN ON A RANGE OF INTERNATIONAL |SSUES, PARTICULARLY
AFGHANISTAN AND AMERICAN ARMS TO PAKISTAN, BUT THAT THESE WERE
DISCUSSED IN A FRANK AND STRAIGHTFORWARD MANNER BY THE TWO

PRIME MINISTERS BOTH IN THEIR PRIVATE TALKS AND WHEN OFFICIALS WERE
PRESENT. THE PRIME MINISTER’S WARM PERSONAL REMARKS FOR |INDIA

AND FOR MRS GANDHI ARE ALSC NOTED, THE GENERAL TENOR OF THE PRESS
COVERAGE IS WELL ILLUSTRATED BY THE FRON PAGE OF THE TIMES OF
INDIA WHICH STATES

QUOTE

MRS THATCHER WAS EXTREMELY WARM AND EFFUSIVE IN HER REFERENCES

TO INDIA AND ITS LEADERS IN HER FORMAL STATEMENTS BUT EQUALLY FRANK
AND FORTHRIGHT WHEN IT CAME TO DEFENDING THE SUPPLY OF ARMS TO
PAKISTAN OR THE U S FOREIGN POLICY BOTH OF WHICH HAVE BEEN

CAUSING CONCERN TO INDIA.

UNQUOTE.

3. THERE HAVE BEEN NO LEADERS SO FAR ON THE VISIT.

THOMSON [THIS TELEGRAM WAS NOT ADVANCED
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To IMMEDIATE FCO

TELNO 418 oF 1€ APRIL

INFO To JEDDA, TEHRAN, KUWAIT, UKMIS NEW YORK AND STQCKHOLM
SAVING TO HAVANA, MoDUK (FOR DI4) WASHINGTON AND |SLAMABAD.

MIPT AND BAGHDAD TELNO 202: PRIME MINISTER’S TALKS WITH MRS
GANDH1:  IRAN/IRAQ

1, DURING THE PﬁiME MINISTER?S TALKS WITH MRS GANDHI YESTERDAY
AFTERNOON, RAO GAVE AN ACCOUNT OF THE RECENT NAM MISSION TO IRAN
AND IRAQ IN WHICH HE HAD BEEN A MEM3ER.

2. HE SAID THE MISSION'S MAIN PURPOSE HAD BEEN TO LISTEN RATHER
THAN TO FORMULATE PROPOSALS. HE CONTRASTED THIS WITH THE ISLAMIC
CONFERENCE’S ATTEMPT TO FORMULATE PROPOSALS WHICH HAD NOT BEEN
SUCCESSFUL, THOUGH B0TH SIDES CONTINUED To TAKE UP ENTRENCHED AND
APPARENTLY DIAMETRICALLY OPPOSED POSITIONS, INFORMAL DISCUSSIONS
HAD SHOWN SIGNS OF FLEXIBILITY WHICH NEEDED TO BE CAREFULLY
ANALYSED AND BUILT UPON. THE NON=-ALIGNED GROUP WOULD BE MEETING
AGAIN IN ALGIERS ON 19 APRIL TO CONSIDER THE SITUATION. IF
APPROPRIATE IT WOULD UNDERTAKE A -SECOND MISSION To IRAN AND I[RAQ,
EITHER DIRECTLY OR AFTER A PAUSE.

3. RAO SAID THAT THOUGH BOTH SIDES HAD SHOWN GOODWILL IT HAD BEEN
IMPOSSIBLE TO GET TO GRIPS WITH SUBSTANTIVE ISSUES. THE IRANIANS
HAD TAKEN THE LINE THAT ONCE THE IRAQIS HAD WITHDRAWN, THERE WOULD
BE NO DIFFICULTY ABOUT RESOLVING THESE. HE CONCEDED THAT THE
IRANIANS WOULD WANT TO USE THE 1975 AGREEMENT AS A EAS|S FOR
DISCUSSION, BUT STRESSED THAT BAN| SADR HAD MADE |IT CLEAR THAT IRAN
WOULD BE FLEXIBLE ON SUBSTANTIVE ISSUES. HE SAID THAT BOTH SIDES
WERE AGREED THAT THERE MUST BE A PACKAGE SOLUTION AND THAT NO
INDIVIDUAL ASPECTS OF THEIR CONFLICT COULD BE TAKEN IN ISLOLATION.
RAO INDICATED THAT THIS MADE PALME'S EFFORTS TO FIND A SQLUTION OF
THE SHATT-EL-ARAB PROBLEM DIFFICULT. HE EXPLAINED THAT WHEN THE
IRANTANS SAID THAT A CEASFIRE AND WITHDRAWAL OF TROOPS MUST TAKE
FLACE SIMULTANEQUSLY, THEY MEANT THAT A DECISION ABOUT BOTH MUST EE
TAKEN AT THE SAME TIME AND WITHDRAWAL MUST FOLLOW AS SOON AS
FOSSIBLE AFTER A CEASEF IRE.
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it THE PRIME MINSTER SAID THAT IT WOULD BE A GREAT ACHIEVEMENT

IF THE NON=AL IGNED MISSION COULD RESOLVE THE IRAN/IRAQ CONFLIGT. ]
IT WOULD MAKE AGREAT DIFFERENCE TO THE WORLD ECONOMY AND MIGHT BRING
DOWN OIL PRICES. RAD SAID THAT THOUGH THERE WAS GROUND FOR HoOPE,

A SOLUTION WAS SOME WAY OFF. HOWEVER THE EXISTENCE OF THE NAM
INITIATIVE WAS ITSELF A DISINCENTIVE To ESCALATION,

FCO PASS SAVING To Hiavasp MOQUR (FoR DI 4) WASH/NGTON AND ISLsMABAD
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TO IMYEDIATE FCO

TELEGRAM NUMBER 417 OF 16 APRIL

INFO PRIORITY WASHINGTON, (SLAMABAD, MOSCOW, PEKING, KABUL® UKMIS
NEW YORK, UKMIS NATO, CAIRO, TEL AVIV

FROM PRIVATE SECRETARY
PRIME MINISTER’S TALKS WITH MRS GANDHI

1. THE PRIME MIN|ISTER MET *RS GANDHI IN PLENARY SESSION
YESTERDAY AFTERNOON FOR AN HOUR FOLLOWING AN HOUR AND TWENTY
MINUTES PRIVATE DISCUSSION, NARASIMHA RAQ, INDIAN FOREISGN MINISTER,
WAS ALSC PRESENT. THE TALKS COVERED INTERNATICNAL |SSUES, MAINLY
US FOREIGN POLICY ATTITUDES, THE MIDDLE EAST AND INDO/PAKISTAN
RELATIONS,

2, IN WELCOMING THE PRIME MINISTER, MRS GANDH| SAID WE SHOULD
NOT TAKE OUR RELATIONSHIP FOR GRANTED EUT SHOULD WORK AT IT TO
GIVE IT GREATER MEANING IN A CHANGING WORLD. SHE HOPED THE PRIME
MINISTER’S YISIT WOULD SUCCEED IN STRENGTHENING FRIENDSHIP BETWEEN
INDIA AND BRITAIN., THE PRI™E MINISTER AGREED ABOUT THE NEED TO
DEEPEN OUR RELATIONSHIP, THERE HAD NOT BEEN AS MUCH CONTACT
BETWEEN BRITAIN AND INDIA AS THERE SHOULD HAVE 3EEN GIVEN INDIA’S
IMPORTANT POSITION IN THE WORLD AS A LEADING DEMOCRATIC, NON
ALIGNED, COMMOMNWEALTH COUNTRY WITH A POTENTIAL TO INFLUENCE THINGS
FOR THE BETTER NOT JUST IN INDIA BUT THROUGHOUT THE WORLD.

US FOREIGH POLICY

:3k' THE PRIME MINISTER SAID IT WAS CLEAR FROM HER VISIT TO THE
UNITED STATES AT THE END OF FEBRUARY THAT THE NEW REAGAN ADMIN|STR=-
ATION REGARDED ITS FIRST PRIORITY AS TO PUT ITS ECONOMY IN ORDER.
IT WAS ONLY NOW TURNING TO FOREIGN AFFAIRS, AND HAD NOT, SHE
BELIEVED, YET MADE UP ITS MIND ABOUT ANY OF THE MAJOR [SSUES.
PRESIDENT REAGAN WAS AWARE THAT LACK OF CONSULTATION [N THE PAST
HAD PERHAPS LED TO A LACK OF UNDERSTANDING OF AMERICAN POLICIES
AND WAS DETERMINED TO CONSULT WIDELY. HAIG’S VISIT TO THE MIDDLE
EAST SHOULD BE SEEN AGAINST THAT BACKGROUND, THE PRIME MIN|STER
SAID THAT DURING HER VISIT REAGAN HAD JUST RECEIVED BREZHNEV'S
LETTER SUGGESTING A SUMMIT., THE LETTER WOULD CLEARLY NEED CAREFUL
CONSIDERATION BUT SHE BELIEVED THAT THE AMER|CANS ACCEPTED THAT
THERE WOULD HAVE TO BE A MEETING, BUT PROBABLY NOT FOR SOME TIME
AND PERHAPS WITH CONDITIONS ATTACHED. THE AMERICANS WOULD NOT WANT
TO NEGOTIATE UMTIL THEY HAD DECIDED THEIR POSITION ON ALL POINTS
TO BE DISCUSSED, EG SALT |l AND THE APPROACHES TO SALT I1l. THEY
ALSO FELT STRONGLY, AS WE DID, THAT WE MUST KREVER ACCEPT THE LONG
TERM PRESENCE OF RUSSIAN TROOPS IN AFGHANISTAN. IT WAS A PITY THAT
BREZHNEV'S LETTER HAD NOT BEEN ACCOMPANIED BY AN INDICATION OF

R&ERD o8
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READINESS TO WITHDRAW FROM AFGHAN|STAN,

L, ON THE MIDDLE EAST, THE PRIIE MINISTER SAID THE REAGAN
ADMINISTRATION HAD NOT YET MADE UP |TS MIND HOW TO C“RRY TH|NGS
FORWARD, THERE HAD BEEN A TENDENCY AT FIRST TO THINK THAT THE
ARAB/ISRAEL DISPUTE HAD LOST URGENCY IN VIEW OF THE IRAN/IRAQ WAR,
BUT THE AMERICANS HAD NOW REALISED THAT THIS WAS NOT SG. THE PRIME
MINISTER EXPLAINED THAT THE EUROPEAN COMMUNITY'S INITIATIVE ON THE
PALESTIN| AN QUESTION DID NOT COMPETE WITH AMERICAN MOVES. OHLY THE
AMERICANS COULD BRING INFLUENCE TO BEAR ON ISRAEL, BUT THE COMMUNITY
THOUGHT THERE HAD BEEN TOO MUCH TALK IN GEMERALITIES ABOUT THE
PALESTINI AN QUESTION AND THAT DETAILS SUCH AS WHO WOULD HAVE THE
RIGHT TO VOTE AND THE STATUS OF JERUSALEM NOW NEEDED TO BE WORKED
OUT. WE DID NOT EXPECT MUCH PROGRESS UMTIL AFTER THE |SRAEL!
ELECTIONS AND UNTIL THE AMERICANS HAD MADE UP THEIR MINDS. BUT WE
WERE TAKING SOUNDINGS GF THE COUNTRIES CONCERNED,

5. TURNING TO AFRICA, THE PRIME MINISTER SAID WE WERE PLEASED AT
THE WAY THINGS WERE GOING IN ZIM3ABWE, THOUGH PROBLEMS STILL
REMAINED. THE RECENT DONOR'S CONFEIENCE HAD BEEN A SUCCESS, AND
INCREASED THE CHANCES OF A LASTING DEMOCRACY IN ZIMBABWE, WITH A
BENEFICIAL INFLUENCE ON THE REST OF SOUTHERN AFRICA.

6. ON NAMIBIA, THE PRIME MINISTER SAID THAT BEFORE HER VISIT TO
THE UMITED STATES, SHE HAD SPOKEN TO BOTHA AND SAID THERE MUST BE
SOME MOVEMENT ON NAMIBIA IN ORDER TO WARD OFF A DIFFICULT MOTION

AT THE UN, BOTHA, AFTER SOME URGING, HAD GONE TO GENEVA BUT THE
CONFERENCE'HAD NOT BEEN A SUCCESS. WE WERE NOW STRESSING TO THE
AMERICANS THE NEED FOR PROGRESS AND WANTED EVENTUALLY TO SEE A FREE
AND FAIR BALLOT. ONE DIFFICULTY WAS THAT WHEREAS WE HAD BEEN IN
CHARGE N THE LEAD=UP 'TO ZIMBABWE’S |NDEPENDENCE, THERE WERE FIVE
NATIONS INVOLVED IN NAMIBIA,

7. THE PRIME MINISTER SAID THAT WITH MUCH JUSTIFICATION THE
AMERICANS WERE LOOKING AT THESE AND OTHER |ISSUES, EG EL SALVADOR,
THE CUBAN PRESENCE IN AFRICA, LIBYA, IN TERMS OF EAST-WEST
RELATIONS. SHE HAD BEEN GLAD TO NOTE THAT REAGAN WAS KEEN ON
IMPROVING RELATIONS WITH MEXICO. ALTHOUGH UNABLE TOD ATTEND THE
NORTH/SOUTH SUMMIT IN MEXICO IN JUNE IT WAS CLEAR THERE WAS A
CHANCE OF HIS ATTENDING IN OCTOBER, '

B IN GENERAL IT WAS CLEAR THAT THE AMERICANS WERE DETERMINED TO
GET A FIRM UNDERSTANDING OF CURRENT | SSUES, TO GET PROBLEMS SOLVED,
AND TO FURTHER THE CAUSE OF DEMOCRACY, THEY BELIEVED, AS DID WE,
THAT ALTHOUGH AN OPEN SOCIETY MAD ITS PROBLEMS IT WAS BY FAR THE
BEST POLITICAL SYSTEM AND PROVIDED THE BEST OPPORTUNITY FOR
PROMDTING PROSPERITY AND HUMAN DIGNITY. THE AMERICANS WERE NOT
HOWEVER JUDGING OTHERS ON HUMAN RIGHT AS THE CARTER ADMINISTRATION

DID.
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9. N REPLY TO A QUESTION FRO'* RAJ 4BOUT OUR INFLUENCE ON THE
AMERICANS' ATTITUDE TOWARDS EL SALVADOR, THE PRIME MINISTER SAID
WE CONDEMNED VIOLENCE WHEREVER |T OCCURRED BUT TOOK THE VIEW THAT
EL SALVADOR, AS ALSO AFGHANISTAN AND POLAND, MUST SETTLE THEIR
AFFAIRS IN THEIR OWN WAY. |F ONE ACCEPTED THAT VIEW ONE HAD TO BE
CAREFUL ABOUT THE NUMBER OF ADVISERS SENT TO FCREIGN COUNTRIES,

12, ON IRAN/IRAQ SEE ™IFT,
INDIA/PAK| STAN

11, THE PRIME WINISTER SAID SHE HAD BEEN STRUCK BY THE INTEREST
{N US/PAKISTAN, AND ANGLO=PAK[STAN RELATIONS SHOWN BY INDI AN
JOURNALISTS SHE HAD ADDRESSED IN LONDON. SME ASKED FOR MRS GANDHI'S
VIEWS ON PaK|STAN, COMMENTING THAT SHE HAD TOLD THE JOURNALISTS
THAT IN HER VIEW EACH COUNTRY HAD THE RIGHT TO PROTECT ITS OWN
PEOPLE, MRS GANDH| SAID SHE ACCEPTED THAT RIGHT BUT THAT INDIAN
OPINION REMAINED CONCERNED ABOUT THE RISK OF PAKISTAN| AGGRESSION.
SHE HAD PERSONALLY INSISTED ON AN INDIAN CEASEFIRE FOLLOWING
PAKISTANI SURRENDER IN 1371, BUT THIS HAD NOT BEEN POPULAR. INDIA
WAS ANXIOUS FOR FRIENDSHIP WITH PAKISTAN: IT HAD GIGANTIC PROBLEMS
AND COULD NOT AFFORD CONFRONTATION. MRS GANDHI SAID SHE HERSELF
HAD EXTENDED THE HAND OF FRIENDSHIP TO BHUTTO AFTER THE 1371 WAR
AND HAD INVITED HI™ TO S1*LA. SHUTTO HAD SAID THEN THAT HE WANTED
FRIENDSHIP WITH INDIA BUT, PERKAPS FOR UNDERSTANDABLE DOMESTIC
REASONS, HAD NOT BEEN ABLE TO LIVE UP TO HIS WORD., NOW ZIA, BY
RAISING THE KASHMIR QUESTION AND BY ADOPTING AN UNHELPFUL ATTITUDE
TO/ARDS INDIA’S COMMUNAL PROBLEMS, WAS CLOUDING THE ATMOSPHERE AND
EXCITING INDIAN PEOPLE, BUT MRS GANDHI WOULD CONTINUE TO TRY FOR
FRIENDSHIP, AGHA SHAHT HAD RECENTLY BEEN TO INDIA AND RAO WOULD BE
GOING TO PAKISTAN, PERHAPS NEXT MONTH., SHE BELIEVED THAT, FOR THE
FIRST TIME, THE PAKISTAN| PEOPLE WANTED FRIENDSHIP.

12. MRS GANDHI SAID SHE WAS WORRIED ABOUT THE NATURE OF THE
GROWING FRIENDSHIP BETWEEN THE AMERICANS AND PAKISTAN, THOUGH NOT
3Y THE FACT OF FRIENDSHIP ITSELF, INDIA’S EXPERIENCE, FOR EXAMPLE
FOLLOWING THE PROVISION OF ARMS BY EISENHOWER TO PAKISTAM, WAS
THAT ARMS SUPPOSEDLY DIRECTED ELSEWHERE ENDED UP BEING USED AGAINST
INDIA, —— : >

13, THE PRIME MINISTER QUOTED FROM A LETTER TO HER FROM ZIA,
WRITTEN FOLLOWING YOUR VISIT TO PAKISTAN, IN WHICH Z1& STRESSED

H1S DESIRE FOR FRIENDSHIP WITH INDIA: AND ASKED THE PRIME MINISTER. -
70 TRY TO REMOVE INDIA'S DEEP=SEATED ANXIETY ABOUT PAKISTAN'S
INTENTIONS WHICH CONTINUED TO THWART THE DEVELOPMENT OF RELATIONS
BETWEEN INDIA AND PAKISTAN, AND TO EXPLAIN PAKISTAN'S GENUINE NEED
TO ARM ITSELF AGAINST EXTERNAL THREAT. MRS GANDHI SAID IT WAS HARD
T0 SEE HOW THE ARMS IN QUESTION COULD HELP IN THE AFGHAN CRISIS.
ARMING PAKISTAN WOULD ONLY CAUSE THE RUSSIANS TO DIG THEIR HEELS IN,
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AS WOULD THE TRAINING AND ARMING OF AFGHAN REFUGEES AND SENUING .
THEM BACK TO AFGHANISTAN, MRS GANDHI SAID |T ALSD WORRIED INDIA THAT

ALL PAKISTAN’S NEW AIRPCRTS WERE ALONG THE INDIAN BORDER, THE

PRIME MIN|STER SAID THAT PERHAPS IN THE WAKE OF THE INVASION OF
AFGHAN|STAN PAK|STAM REALISED THE NEED FOR FRIENDSHIP WITH INDIA.

MRS GANDH| EXPRESSED THE HOPE THAT THIS WAS SO, AND THANKED THE

PRIME MINISTER FOR PASSING ON Z|IA'S MESSAGE.

14, RAO ASKED IF OUR DISCUSSION WITH REAGAN HAD INCLUDED AMERICAN
MILITARY ASSISTANCE TO PAKISTAN, THE PRIME MINISTER SAID NOs TALKS
ON DEFENCE HAD BEEN LIMITED TO BILATERAL AND NATO |SSUES, THERE HAD
BEEN SOME DISCUSSICN OF A RAPID DEPLOYMENT FORCE THOUGH NOT IN

THE TERMS MENTIONED IN THE PRESS, IN AN UNCERTAIN WORLD THEREOTAS

A NEED FOR SUCH A4 FORCE TO BE AVAILABLE IF REQUESTED, THOUGH ONLY
IF REQUESTED, WE HAD TOLD THE AMERICANS THAT IF SUCH A FORCE WERE
TO BE ESTABLISHED, WE WOULD WANT TO PLAY OUR PART., THERE HAD BEEN
N) DISCUSSIONS ON DETAIL, EG WHERE SUCH A FORCE WOULD BE STATIONED.
THERE WAS NG QUESTION OF PERMANENTLY STATIONING IT IN THE MIDDLE
EAST.

INDIA/CHINA

15, THE PRIME MINISTER SAID SHE HAD GAINED THE IMPRESSION FROM
YOUR RECENT VISIT TO CHINA THAT THE POTENTIAL FOR FRIENDSHIP
BETWEEN INDIA AND CHINA WAS GROWING. MRS GANDH! SAID INDIA HAD
TAKEN THE INITIATIVE ON THIS AFTER YEARS OF SMUBS FROM CHINA.
AMBASSADORS HAD BEEN EXCHANGEDs THE CHINESE FOREIGN MINISTER WAS
DUE TO VISIT INDIA SHORTLY THOUGH THE VISIT HAD HAD TO BE POSTPONED
BECAUSE OF CONFLICT WITH A UN CONFERENCE. RAO TOLD THE HIGH
COMMISSIONER SEPARATELY THAT IT. WAS CONCEIVEBLE THAT A VISIT MIGHT
TAKE PLACE AS EARLY AS NEXT MONTH-

e ——— e

"

SAUD| ARABIA .

16. RAO SAID THE RECENT VISIT OF THE SAUDI FOREIGN MINISTER HAD
GONE WELL AND VARIOUS PROTOCOLS HAD BEEN SIGNED, ACCORDING TO
PRINCE SAUD, HAIG, ON HIS RECENT VISIT TO SAUD| ARABIA HAD SAID
THAT THE AMERICANS WERE STILL FORMULATING THEIR FOREIGN POLICIES
AND CONCLUSIONS SHOULD NOT BE DRAWN ABOUT THEIR ATTITUDES. THIS
CONFIRMED THE PRIME MINISTER’S ANALYSIS FOLLOWING HER VISIT TO
WASH I NGTON, =
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PA at 6 o'clock British time under the heading Wide Gap

between Britain and India:

India's Prime Minister, Mrs Gandhi, said at a dinner she
gave for Mrs Thatcher tonight that there was a wide gap
between Indian and British views on world issues. It was
essential to find a measure of understanding between the

two countries.

Mrs Gandhi said "the growing chasm" between the affluent
and the developing nations were disturbing international

harmony.

Mrs Gandhi applauded Mrs Thatcher's personal statesmanship
and solving the Rhodesia problem and said India looked

forward "to the same wise initiatives on other world issues".

"There is a wide gap between your Government's views and
ours" said Mrs Gandhi adding that this made it all the

more essential to find a measure of understanding.

Blaglabn.




GR 275

UNCLASSIFIED

FM LUSAKA 1608452

TO ROUTINE FCO

TEL NO. 137 OF 16 APRIL 1981
REPEATED TO ROUTINE NEW DELHI.

IMMIGRATION POLICY,

1. IN A STRONGLY WORDED EDITORIAL ON MRS THATCHER’S VISIT TO
INDIA THE TIMES OF ZAMBIA TODAY SAYS ’’WE EXPECTED MRS THATGHER
TO CANCEL HER INDIAN TRIP AS IT CAME AT A TIME HER GOVERNMENT
WAS UNDER FIRE FOR ITS HANDLING OF RACIAL RIOTS IN LONDON AND
ITS PROPOSED LEGISLATION ON BRITISH NATIONALITY'?, ''THERE

ARE LAWS WHICH PROVIDE FOR GOOD RAGE RELATIONS IN BRITAIN BUT

IT APPEARS THAT THE PRESENT CONSERVATIVE GOVERNMENT S NOT KEEN
TO APPLY THEM. BY INTRODUCING THREE TYPES OF BRITISH CITIZENSHIP,
MYS THATCHER IS IN EFFECT |MPLEMENTING POWELLISM AND THE OBJECTIVES
OF THAT NAZI-TYPE PARTY, THE NATIONAL FRONT. (T IS A BETRAYAL

OF WHAT THE COMMONWEALTH IS ALL ABOUT FOR BRITAIN, WHICH 18

SUPPOSED TO BE THE TITULAR HEAD OF THE ORGANISATION, TO FOLLOW
SOUTH AFRICA’S ABOMINABLE APARTHEID SYSTEM'’'. 3

2, THE EDITORIAL CALLS ON THE HOUSE OF COMMONS TO ’’THROW OUT

THIS PIECE OF RACIAL THATCHERISM’® AND PREDICTS THAT IF THE BILL
@ES THROUGH '’THE SPARKS MUST FLY AT THE COMMONWEALTH CONFERENCE
IN SEPTEMBER’'. REFERRING TO THE 5,%7@ BRITISH PASSPORT HOLDERS

IN ZAMB|A AFFECTED BY THE LEGISLATION IF CONCLUDESs '’MRS THATCHER
WOULD BE THE FIRST TO CONDEMN ZAMBIA |F OUR GOVERNMENT DECIDED

TO CHANGE THE STATUS OF ZAMBIAN CITIZENS TO SEGREGATE BETWEEN
THOSE LIVINEG IN BRITAIN OR THOSE OF NOT NATIVE ORIGIN AND ZAMBI|ANS
AT HOME’',
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Office of the

British Deputy High Commissioner
Mercantile Bank Building Mahatma Gandhi Road
PO Box 815 Bombay 400 023

Telegrams Ukrep Bombay
Telephones 274874

Mrx Michael Alexander
Bombay

Your reference

Our reference ADM 026 /2

pDatel6 April 1981

;I>Ldmr lllﬂn{aauth}

The Deputy High Commissioner has asked me
to let you have 4 copies of the following
briefs which have been prepared in Commercial
Section: o

a) Industrial developments in Western
Regions

b) British Business visitors to Bombay

c) Opportunities for the UK in the
Indian energy sector

d) Automobile industry

2, I should be grateful if you would consider
whether any of these should be seen by the
Prime Minister or her party.

3. I attach separately a note on Elephanta.

A S L, gt
~Jomasig 31

J 8§ Jasper
First Secretary
(Commercial)

cc High Commissioner
Sir John Graham KCMG) with
Mr T Woed ) encls
Mr G Wetherell )




BRITISH DEPUTY HIGH COMMISSION BOMBAY
COMMBRCIAL SECTION
APRIL 1981

INDUSTRIAL DBVBLCPMENTS IN W3STERN REGIONS

S s e e I O Rt Rttt

The Office of the British Deputy High Commissioner in Bombay
is responsible for assisting with the promotion of British export
opportunities in the States of Maharashtra, Gujarat, Madhya Pradesh
and the Union Territory of Goa.

MAHARASHTRA

2. Maharashtra is the most industrialised state in India, the
development process having gathered momentum after the formation

of the State in 1960. It contains 9.2% of India's population. The
State is the most urbanised in India (14.5% of all-India population.))
Apart from Greater Bombay the other urbanised regions are Nagpur,
Pune and Thane.

3. According to 1979 figures, Maharashtra's share in the national
income is about 12.4% (Rs.10,000 crores of national income of
Rs.80,000 crores), it has 11.5% of the total industrial units and
18.5% of the industrial employment in India. The State produces
nearly 25% of gross value of output, and value added by manufacture
produced by the organised industrial sector of the entire country.

4. Organised mamufacturing is concentrated in Greater Bombay,
Thane and Pune. These three areas account for about 83% of
Maharashtra's income generated from manufacturing. These three
areas total 68% of factories in the 5tate, 70% of industrial employ-
ment, and 83% of value added by the manufacturing sector. The bulk
of the investment in industrialisation has been carried out by the
private sector.

5. The following are the important industries in order of size
(by employment by individual sectors):

% of State's total
Industxry Industrial Employment

Cotton textiles 27%
Petrocheémicals & Chemicals

and chemical products 9%
Industrial machinery, machine tools 8.4%
Food products 7.1%
Transport eguipment 7%
BElectrical machinery 5.2%
Sugar 5.1%
Metal products 5.1%
Basic metal & Alloys industry 5.1%
Synthetic fibre textiles, woollens 4,6%
Paper & paper products 4,5%

Bombay (including Thane)

6, Bombay is the financial and commercial capital of India.
RBombay contributes over 30% of India's income tax revenue and over
44% of India's customs and excise revenue. Of the first 30 larxger
industrial houses of India, 16 have their head offices in Bombay,
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7. Bombay's major industry is textiles and the cultivation and
milling of cotton still contributes 10% of the State's annual incane,
The first textile mill was established in 1854, and by 1875 28
textile mills were operating. The 62 textile mills in Bombay employ
a labour force of 200,000.

8. From 1049 a considerable broadening of the industrial base
took place with development of industrial activity in the following
areas.

9. Chemicals and Dyestuffs: Because the majority of the userx
industries are located in Bombay, the area has become a nodal point
for the development of the chemicals and dyestuffs industry. Fetro-

chemicals developument led to the establishment of the following
basic petrochemical companies:

' Union Carbide (in collaboration with Carbide USA)
NCCIL (in coillaboration with Royal Dutch/Shell Group)
Herdillia Chemicals (with BP (Indian Agencies) Ltd UK)

Following their development a number of downstream units in the PVC
field were established. Some 35% of India's total chemical industry
(dyestuffs, pesticides, pe trochemicals, man-made fibre, soaps and
detergents but excluding fertilizers) are situated in and around
Bombay .

10. 0il and Natural Gas: Bombay is ONGC's offshore exploration
production centre. Offshore production began on 21 May 1976 from
two wells from Bombay High field which is an area of 15 sq km in
the Arabian Sea about 200 km northwest of Bombay. Present produc-
tion is around 6 million tonnes of crude per annum and 2 million
cubic meters of gas per day.

11, By 1983-84 the production of crude was scheduled to be
stepped up to 12.5 million tonnes p.a. but now the Government of
In3ia has ambitious plans to increase it to 20 million tonnes p.a.
by 1983 with the help of CFP, the French consultancy firm

12. Availability of gas by 1983-84 will be not less than 20
million cubic meters a day.

135 0il and associated gas are pumped through pipelines over a
distance of 200 km to Uran terminal, an island opposite Bombay,
where LPG plant and crude stabilisation plants are set up.

14. 301's policy is to use natural gas mainly as a feedstock for
value added products like fertilizers and petrochemicals. It is
proposed to set up 10/gas=-based fertilizer planis of not less than
1350 tonnes ammenia per day capacity. Two of these are being set
up at Thal Vaishet (some 100 miles by road from Bombay)and two are
being set up at Hajira in Gujarat. The remaining will be set up

in Madhya Pradesh, Rajasthan and Uttar Pradesh. Further, 19 moxe
fertilizer plants are proposed - 8 for nitrogen and 11 for phosphates,
i5, Petrochemical plant of some 300,000 tonnes ethylene and 40,000
tonnes propylene capacity will be set up at Usar in Alibag District
in Maharashtra.

16. Pharmaceutical Industry: There are some 5,200 licensed drug
manufacturers in India, of which 2000 arxe established in
Maharashtra, most are in Bombay. Of the 140 large units producing
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basic drugs and pharmaceuticals in India, 65 are situated in the
Bombay/Thane region. The total annual production of pharmaceutic-
als is Rs.12,000 million of which Bombay accounts for 60%. The
larger pharmaceutical units in Bcmbeay employ about 60,000 while the
smaller units employ about half that number.

175 Several of the major pharmaceutical firms: eg Glaxo, 3oots,
May & Baker, Pfizer, Sandoz, Ciba and Roche have foreign ezuity.

18\ 3ngineering: Before 1949 there were only a few UK firms
engaged in engineering, eg Mackenzies Ltd. and Richardson & Cruddas,
but rapid development of the engineering industry took place after
1950. There are now 15-20 large engineering units producing heavy
electrical and non-electrical equipment, nuclear and power plant,
tube-making, railway equipment, non-ferrcus production and heavy
fahrication. In addition, numerous small firms have assisted with
the development cf Bombay's engineering industry. Engineering
industries account for 22% of Maharashtra's industrial output.

15, Atomic Energy: The responsibility for controlling and devzlop~-
ing atomic energy lies with the Atomic Znergy Establishment, head-
quartered in Bombay. Bstablished in 1954 under GOI with a nunber of
divisions working in various disciplines including atomic mineral
development, supporting industrial operations, research and appli-
cation, etc. The Bhabha Atomic Research Centre in Bombay which
employs about 10,000 people including 4,000 scientists and 3,500
technicians, is the AZE's most important division and a national
centre for research and development in nuclear sciences.

20, There are four research reactors at Trombay 15 miles north of
Bombay - CIRUS (40 MW), Apsara (1 Md), Zerlina (a zero energy
thermal reactor), Purnima (a zero energy fast reactor). CIRUS was
built with Canadian assistance. The others were built wholly by
Indian s@ientists and engineers who are presently building a 100 MW
thermal reactor (R.5) as an additional research facility. BARC!'s
Indian scientists and engineers have also commissioned a plutonium
plant for processing reactox fuel waste to recover plutonium. One
of India's two Atomic Energy stations producing electrical power is
located at Tarapur some 80 miles north of Bombay.

2a7 Shipping and Shipbuilding: Most major Indian shipping com-
panies have their head offices in Bombay. Shipping activities are
dominsted by the Shipping Corporation of India (owned by Sovernment
of India) followed by the privately owned Scindia Steam Navigation
Co and Sreat 3astern Shipping Co Ltd both of Bombay.

225 The only significant shipbuilding activity in this region is
Mazagon Dock Ltd (owned by Ministry of Defence, Government of
India). It has the capability to build craft upto 140 meters
length including destroyers, frigates, submarines, patrol craft,
assault boats, small passenger vessels, dredgers and fishing traw-
lers. They have a French collaboration to fabricate some 40 off-
shore platforms for ONGC. Their capacity to build merchant ships
is 3 each of 15,000 DWT every two years,

23. 3oa Shipyard Ltd,, a subsidiary of Mazagon Dock, in Boa con-
structs vessels upto 1000 DAT and upto 70 meters in length. The
yard specialises in building fishing trawlers, dredgers, barges,
etc.

24, Apart from these two there are half a dozen smaller yards,
mostly engaged in building barges. These smaller yards are pri-
vately owned.
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25., Labour Relations: Until 1950 labour was dominated by Commu-
nists as they had entrenched themselves from 1970s in the majorx
industry in this region - textiles. This position has now changed
and the loyalties of the workers are split with the broadening of
the industrial base into engineering, petrochemicals and pharmaceuti-
cals. There are some areas where the Socialists are strong such as
engineering and the docks, but the majority of the factory force
owes allegiance to 3 or 4 labour leaders whose political loyalties
are not easily assessed., 1979/80 saw unprecedented labour unrest
largely affecting Greater Bombay/Thane region. The Chief Minister
of Maharashtra, Mr Antulay, has been particularly active in trying
tc persuade both the employers and unions to make peace. He has
had some success.

26. Area-outside Bombay: The only area outside Bombay (and Thane)
where there has been a major conglomeration of industries is Pune,
some 100 miles east. There is no concentration of any particular
industries there - all types, ranging from chemicals to engineering
and from paper to diesel engines. The State Industrial & Investment
Corpoxation of Maharashtra Ltd (SICOM) are trying to disperse this
concentration and in this they are greatly assisted by the Maharash-
tra Industrial Development Corporation (MIDC), an agency responsible
for ereciing necessary infra-structure in under-developed xregions.

As a result, new centres of development are mexging in Nasik, Roha,
Tarapur, 4hmednagar, Aurangabad and Satara. GOI's policy not to
allow large units to be established in cities with a population of
more than half a million should assist SICOM and MIDC tc develop
these areas as large industrial centres in due course, Maharashtra
produces nearly 40% of India's sugar production. This agricultural
based industry is concentrated in the Jestern part of the State.
There are 75 sugar factories in this area out of which 65 are entire-
1y managed by Cooperative Sccieties. ;

GUJLRAT

7% In order of contribution to value added by manufacture by orga-
nised sector, Gujarat is second in the industrial ranking of Indian
States. It has 5% of India's population; urbanisation is 23%; it
has 10,000 factories (9% of all India), and an industrial employment
of 800,000. Gujarat produces 10% of gross value of output and value
added by manufacture by the organised industrial sector of India,

28, ' Organised manufacturing activity is largely concentrated in
shmedabad (urbanisation of the district 67%) and Baroda and to &
small extent in Surat, Jamnagar, Bhavnagar and Rajkot.

29, Gujarat has the following important industries:

a) Textiles including ginning and pressing of cotton

b) Heavy chemicals including salt, soda-ash, petrochemicals,
drugs and pharmaceuticals, and fertilizers

c) General electrical engineering

d) Food, beverages and tobacco

e) Mineral based industries

f) Cement -

30. Ahmedabad, the State's important centre of the textile indus-
try, has 61 textile mills accounting for an industrial population of
150,000 worxlkers.

31, There is no substantial engineering industry in Gujarat,
There are a few pockets such as Rajkot, which is a centre of small
operators producing substantial quantities of diesel engines, and
Surat, which is India's major centre of diamond-cutting where abcout
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350,000 people are employed in this trade. In Ahmedabad there are
many small/medium workshops producing textile machinery.

32, The establishment of dairies has been of major significance
to Gujarat's economy. The cooperative dairy complex at Anand (100
miles sonth of Ahmedabad) is considered to be a model for the
development of mother and feeder dairies elsewhere in India and
throughout the world. The National Dairy Deyelopment Board's head-
quarters are located at Anand, Gujarat.

33, Gujarat is making progress in establishing a successful fish-
ing industry on the Verawal coast.

Baroda

34, A radical change in the State's pattern of industrial develop-
ment whose econony was formerly textile oriented, was ushered in
with the discovery of oil in 1960 in Ankleshwar (85 kms south of
Baroda) in South Gujarat. Ankleshwar is the main onshore field of
Cil & Natural 3as Commission. However production of oil from this
field has been declining and at present is around 3 million tonnes
p.a. Bxploratory drilling by ONSC has opened prospects in onshore
areas at Dahej and Lunej and at Mid and South Tapti basin, at mouth
of Cambay in offshore field.

351 This discovery of oil led to the establishment of following
projects:

i) 3,65 million tonne refinery at Koyali nexxr Baroda by
Indian 0il Corporation. Its capacity has now been
increased to 7.3 million tonnes

ii) Gujarat State Fertilizers Co Ltd for manufacture of
fertilizers, caprolactum. Production of fertilizers
and caprolactum during 1979 was 533,172 metric tonnes
and ‘14,000 metric tonnes.

GSFC and Government of Gujarat have promotzsd Gujarat
Narmada Valley Fertilizers Co Ltd, - a fuel oil based
fertilizer project is being set up at Bharuch for
manufacture of 445,000 tonnes p.a. ammonia and 594,000
tonnes p.a, urea.

Indian Petrochemicals Corpn Ltd. is a vast petrochemi-
cal complex comprising of Rs,600 million Olefin project
and Rs.28C million Aromatics project. Olefins project
has been implemented in collaboration with Lummus UK.
British 2id of £4.1 million was given for the project.
The main products are 130,000 tonnes p.2. of ethylene,
38,00Q0_tonnes p.a, of polymzr grade propylene, 33,250
tonneg§of industrial grade propylene, 23,875 tonnesS p.a.
benzene and 18,100 tonnes pa butadiene.

The Aromatic8 project comprises of two units of DMT and
Aylenes

36. Exploration continues for off-shore oil in the Gulf of
Camb ay .

S Geological surveys have shown large reserves of minzrals of

industrial importance such as lignite, coal, bauxite, graphite,
limestone, dolomite, fire clays, quartzs, bentonite and flurospax
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Discovery of these minerals has led to the establishment of soda-

ash planis (Gujarat produces 94% of the national production) and 2

large flurospar project nzar Baroda, The State run Gujarat Mineral
Development Coxporation is a focal point for development of mineral
based industries and is one of the important public sector corpora-
tiens in Gujarat.

38. Minerals are found all over Sujarat. The State has a fairly
large cement industry largely concentrated in Kutch and Jamnagar.
A very large cement producing complex is about to be established
in South Saurashtra primarily for the Narmada Development schene,

39, The Government of Jujarat has formed several State Corpora-
tions to exploit new discoveries more systematically. Among them
are ithe Sujarat Mineral Development Corporation (mentioned above)
and the Gujarat Industrial Invesiment Corporation. They explore

possibilities of joint ventures,

40, Direction of Future Development: Sujarat's economy is rapid-
ly becoming petrochemical oriented. Sone of these projects are
well past the planning stage and are under implementation:

a) A pipeline is proposed to connect offshore gas fronm
the Bassein field to Ubhrat in Gujarat

b) Two fertilizer factories will be established at Hajira
in Surat District each for producing 1350 m tonnes of
ammonia per day by utilising Bombay offshore gas.
(British aid allocaied - Rs.80 crores - of which Rs.53
crores grant for steam genzraticn plant to be supplied
by Foster Wheeler)

astablishment of a second petrochemical complex on the
lines of IPCL's Baroda complex by utilising offshore
gas

Many projects are being considered by the Gujarat In-
dustrial Investment Corporation which may require
foreign collaboration, inciuding hydrogen peroxide,
chlorosilane and pyridine, eic.

The Narmada Development Authority should shortly be established
whiich will set up over 15 years the vast Narmada Irrigation Scheme
for Gujarat on the lines of the Tennessee Valley Authority Schene
in USA,

MADHYA PRADESH

3% The State covers the largest area in India and is potentially
extremely rich in mineral wealth. Thinly populated, this 5tate 1S
considerad to be one of the most under-developed. (Value added in
industry per capita: Maharashtra 3160, Gujarat 226, Madhya Pradesh
73. All India average 120).

A2, Madhya Pradesh has 30% of India's total co2l deposits (the
reserves are estimated to be 5000 million tonnes). It is one of
the few areas in the world with large reserves of manganese oxre,
It possesses a third of India's total resecrves of high grade
bauxite. It is the leading producer of limestone in India, The
Gtate is rich in dolomite, copper, fireclay, etc. It possesses
27% of the total forest area in the country.
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43, In spite of its potential, Madhya Pradesh is industrially one
of the most under-developed States. GOI has tried to assist the
State by setting up the following four important public sector
undertakings:

a) Bharat Heavy Electricals Ltd (BHEL): producers of heavy
electrical equipment. Originally established some 20
years ago With cooperation from AEIL

They have many collaborations but the most important is
with West Germany - KWU for producing stean genaxating
sets from 200 MW to 1000 MJ. Other collaborations =
British technology for 120 MW sets, Czech for 110 Md
sets; with International Combustion USA for boilers

b) Bhilai Steel Flant, Bhilai near Raipur: designed by
Russians., Capacity to produce 2.5 million tonnes of
steel. This is being raised to 4 million tonnes.

c) Nepanager Newsprint Factory: the only producers of nevws-
print in India

d) Bharat Aluminium Co Ltd, Korba: manufacturers of alumina
and aluminium. Designed by Hungarians.

a4, BHEL are undertaking a major expansion of their production
capacity which is expected to afford excellent export opportunities
to foreign machine tool manufacturers.

45, The only significant area, apart from the above four centres,
where some industrial development has taken place, is Indore wiich
has a fairly broadbased industrialisation. Dewas, about 30 miles

from Indore, is undergoing new industrial development. India's
largest leather garment unit (Tata Exports Ltd) and a number of
engineering units are established there.

GOA

46, Goa is prominent for its production and export of iron ore,
The entire output (12 to 14 million tonnes a year) is exported to
Japanese steel mills, about 50% of India's total exports of iron
ore.

4a7. 3o0an mine owners (Chowgule, Dempo, Salgaonkar)

have established their own shipping firms. As 2
result, there is some development of the shipping industry largely
contributed by these mine owners who prefer to have their own ships
to export iron ore.

PORTS IN WESTIRN INDIA

48. The major port is Bombay which last year handled traffic
amounting to 17 million tonnes. There are three docks in the Bombay
port. The bijgest dock (Indira) can accommodate ships of 22,000 DUT
(30-34 ft draught). The port has one berth to handle containzr
traffic, 3

49, The Government of India have been considering creating addi-
tional facilities costing Rs,1,200 million at Nhaya Sheva Across
+he harbour for handling bulk carxrgoes.

50, Kandla port in SGujarat has modern equipment but the handling
capacity is limited. On an average it handles about 10% the amount
handled by Bombay port.
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51, Marmagao in Goa is a port of significance for ore exports.

BANKING

52, Bombay is the centre of banking in India. The headquarters of
the Roserve Bank of India and the State Bank of India, with some
5,300 branches, the head offices of most of India's leading commex-
cial banks are to be found in Bombay. Anong the foreign banks which
opzrate in Incia, those with British connections include

British Bank of the Middle Zast
The Chartered Bank

Srindlays Bank

Mecrcantile Bank.

All the above banks have their main offices in Bombay. In addition,
the Barclays Sroup of Banks have recently installed their first
representative in Bombay.

FRERE TRADE ZONES

53. The only two free trade zones in India are operating in the
Western Region:

a) Kandla Free Trade Zone, Sujarat: This zone, established in
1965, is not confined to any particular industries. Only
100% export-oriented industries can be set up here, with
or without foreign collaboration. Various incentives given
by the Government of India have however so far failed to
develop this zone in line with Sovernment 's expectations

santa Cruz zZlectronics Export Processing Zone, Bombay: The
only such zone specialising in clectronics in the world.
setabliched in 1972 but progress is slow. There are some
British collaborations.

NME 1 crore = 10 million

BOMBAY
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BRITISH DEPUTY HIGH COMMISSION BOMBAY
COMMZRCIAL SECTION

APRIL 1981
BRITISH BUSINESS VISITORS TO BOMBAY

TOTAL NC OF NO OF FIRHMS NO OF MISSION MEMBERS
MISSIONS REPRESENTED REQUIRING INMDIVIDUAL
; ALASSISTANCE

35 9
22 7
29 22
43 1ic
12 it

Birmingham and Glasgow Chanbers of Commerce Missions

expected in 19681
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BRITISH DEFUTY HISH COMMISSION BOMBAY
COMMERCIAL SECTION
APRIL 1981

OPPORTUNITIZS FOR THE UK IN THE INDIAN
EN3RGY SECTOR: OIL & NATURAL GAS

The following is confined to offshore oil and natural gas (ie
excluding onshore oil and natural gas).

2, Bombay Offshore Froject of Cil & Natural Sas Commission is the
only agency producing oil and natural gas from offshore fields at
present, although Oil India has been designated to explore offshore
in Mahanadi basin. Present offshore oil production of ONGC is
around 6 million tonnes per annum and about 2 million cubic metres
of asscciated gas per day.

Reserves

3% ONIC in its offshore efforts have so far drilled 88 explora-
tory wells (of these 31 proved dry). Recoverable reserves of the
order of 240 to 250 million tonnes of oil and 270 billion cubic
metres of associated/free gas were established in January 1680.

Offshore areas - Bombay High

4, Bombay High is the main field which produces 120,000 barrels
of crude and 2 million cubic metres of associated gas per day. It

covers an area of 15 sq kms in the arabian Jea about 200 lkm north-
west of Bombay where production first star ted in 1976.

Other fields

5% Other fields where presence of hydrocarbons are found in
commercially exploitable guantities are (1) gas bearing fields,
south Bassein and South and Middle Tapti, (2) North Bassein,
sodavari basin oil fields, (3) gas in Andamans offshore. Indica-
tions of gas are also available in structures near Parto Noro ie
offshore Pondicherry. The rresent production of oil and gas comes
exclusively from Bombay High field,

Development of Bombay High

6. The programme of Bombay High developunent has been taken up in
stages from 1976. The III-B stage (which ended in late 1980) with
the outlay of Rs.534 crores (£267 m) envisaged production of

7 million tonnes of oil. Je =re ncw in the IV phase of development
for which an outlay of Rs.370 crores (£185 m) has been made. It is
intended to step up production capacity from 7 million tonnes to

12 million tonnas., The Government of India have very ambitious
plans to enhance it further to 20 million tonnes and have appointed
CFP France to advise in this connection.

7. During these development stages the following areas of off-
shore reguirements and tenders based thareon have been noticed.

Rig requirements: mainly jack-ups, drill ships, floaters
for deep sea exploration

Platforms: well platforms (some built by Mazagon Dock),
process platforms, gas platforus
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SBM system: for bringing 0il on to tie shore where pipe-
line is not laid

Gas fr%g;ionation/LPs plant: for extraction of various gas
fractions such as methane, ethane, propane and extraction
of LP3 from butane

Crude stabilisation: removing mercaptans adding pour point
depressant to keep the crude from solidifying

Pipeline: with compressors to carry oil and gas to the ter-
minal

Tank farm: to store crude at terminal

Multipurpose support vessel: to be available near the off-
shore structuxes to provide diving, fire-fighting, oil
! pollution prevention facilities if needed

Supply vessels: to carry technicians, cargo to offshore
rigs/platforms from the base

Supply base: for loading/unloading, repairing supply
vessels

Helicopters: to transport crew from shore to cffshore
Diving: for maintenance, inspection of offshore structures.
Inspection/Geophysical vessels for geophysical, mineral,
survey exploration

Telemetry system for transmission of production data via
satellite.

B With reference to these offshore requirements, the following
British firms have been/are associated with CUNGC:

1) OMISCO - Technical advisers for purchase inspection
~nd maintenance of offshore structures
Contact: HMr Fenny

2) BP Engineering Co - Telemetry and telecom main con-
sultancy

3) wharton & Williams - Undex water engineering and
diving services for platform maintenance.
Advisers to Mazagon DPock

4) Northern Offshoxe - Multipurpose supply vessel

5) sSmall & Co and i Chartexring and manning
6) Northern Offshore Services) supply bo:ts

7) Ruston Gas Turbines - 3as turbines for LP5 plant

8) Land & Marine - Small section of Bombay-Uran pipeline

0) Pipe Technologistis UK - Consultants, Bombay-Uran pipe-
line

10) Peter Fraenkel.- Design consultancy for Nhava supply
base

11) 2 WS - Sacrificial anodes

12) GEC - Subcontract for IHI Japan for supply of com-
pressors and turbines for platforms

13) Cilfield liydrographic Froducts Ltd - Subcontractors
for OSA, 4 Zermany for hydrographic surveys

14) Kellog UK - Consultants for Uran LPG plant
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15) Seaforth Maritime collaboration with Mazagon for
initial supplyamd subseguent manufacture of bounce
bell and saturation diving systens

16) Westland Helicopters - are trying to be shortlisted
to supply WG 30 civilian helicopter for ONGC's
reguirements.

Future plans

S. In the 6th five year plan period ie 1981-85 for which finan-
cial outlay of Rs.28,376 million (£158.8 m) has been made, CON3C
envisages drilling 95 exploratory wells and 229 development wells,
For this purpose ON3C intend to own 5 jack-up drilling rigs. Apart
from Sagar Samrat (Japan) which is owned by ONSGC, Sagar Vikas
(jack-up) from Hitachi, Japan Rs .22 crores (£11 m) and Sagar
Pragati (jack-up) from CFEM France Rs.29 crores (£14.5m) have been
purchased.

10. Tenders for hire and ultimate purchase of two mcre jack-up
rigs has already been floated and orders are likely to be placed
shortly. Delivery expected in 1982. ON3C, in the near future, 1is
likely to izsue tender for 2 drillship rig which is expected to
operate in deep sea in Sodavari basin.

11. The number of platforms to be installed in sixth plan will be
some 50. The offshore working season lasts for 6-8 months exclu-
ding monsoon months which means CONGC will install one platform
every month for the next five years, Besides there will be neced
for 300 to 400 kms of submarine pipelines. ONGSC, by December 1983,
intend to acquire 19 supply vessels (15 new, 4 secondhand). 3ome
of these would be anchor handling type and some supply boats.
These reguirements are based on discoveries made so far. Should
the other fields Andaman, Novo Parto, Godavari, prove commercially
viable, ON3C's requirements of heavy 2suipment would naturally
increase,

12. GSome of the important projects based on oil and gas explora-
tion/exploitation and related activities to be undertaken upto
1985 are listed below:

1) Nhava supply base - revised plan preparation - consul-
tancy contract to Pater Fraenkel UK

2) Commissioning of LPG and gas fractionation plant at
Uran - 1981

3) Commissioning of crude stabilisation plant at Uran -
1681

4) Zxpansion of LPG and crude stabilisation plant by 1985
5) 3as fractionation plant at Hajira

6) Subsea wells in South Bassein gas fields

7) Computerisation of production data

8) Conversfon of gas to ammonia/methane/on portable mobile
plants

9) Development of smaller gas fields

Techno economic study for deep water structures for
production of oil and gas

J135




11) Second multipurpose vessel to be built by Mazagon
Dock in 1981

12) Inspection vessel

13) Foreign contracts for well acidisation and well
stimulation

14) Computer based spare paris management

15) Intelligent pigs for pipelines as anti corrosion
measure

16) Complete renovation of Aureshak, the geophysical
scismic survey vessel owned by ONGC and fitting it
with third generation eguipment

17) Bassein Ubhrat pipeline and Uran Thal pipeline.

ONGC's working sysStenm

13. ONGC prefer to appoint independent consultancy firms for
design and supervision of some of their major requirements. Over
the last year or so they have issued consultancy tenders for the
following:

1) Supervision of construction of Multi Purpose Supply
Vessel - global

2) Design and supervision of 2 jack-up rigs to be built
either in Japan, France or Singapore. 3arlier similax
consultancy contracts have been awarded to American
Bureau of Shipping and Bureaus Veritas France

3) Design and supervision of Nhava base - Pester Fraenk@:l

4) Supervision of installation of 2 gas turbine sets
lilkely to go to a local firm

5) Design and recommendation of supply boats consultancy
given to Intermaritime Co of S M Nanda,

Je find that there is a good response for consultancy tenders from
British firms.

British Industiry

14. The major part of ONGC's requirements are rigs and platforms
but unfortunately British industry has nothing to offer in this
important sector. Marathon yard the only jack-up rigs yard has
been taken over by UIE, the French company. British Shipbuildexs,
in their recent reorganisation, have created an Offshore Divisicn
headed by Mr C Parker. They have also reserved Scot Lithgow
vard exclusively for construction of offshore structures, This
should in future enable British Shipbuilders to quote for rigs and
platforns, fAs regards platforms when the initial forays of
t'athew Hall, Redpath Porman Long proved unsuccessful and when
mMazagon collaborated with ETPM for platform construction, British
interest practically ceased, ONGC looks to USA (McDermots),

Japan (lMitsubishi, Hitachi), France (2TPM) for their requirements.
It is understood that apart from Mazagon Dock (the public sector
organisation), Dodsal Fvt Ltd., a private sectox company headed
by Kilachands, is intending to manufacture offshore platforms in
chllaboration with Mannesmann, W, Germany. As mentioned earlier,
British firms like Pipe Technologists, Land & Marine and dharton
& Williams have interests in pipeline laying and maintenance
requirenents of CNGC.
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15. The main thrust of British industry is in consultancy fields
and equipment required offshore based on Britain's long experience
in navy and hydrographic surveys. AS mentioned elsewhere, a number
of consultancy firms express their interest to undertake consultan-
cies for design and supervision of supply boats, drilling rigs
(although rigs to be built in foreign countries), civil construc-
tion, non-destructive testing, personnel supply, etc. As regards
equipment,British companies have chartered multipurpose supply
vessels, supply boats, etc. There is fairly good response in
communications field.

16. As regards routine drilling requirements such as casing
pipes, christmas tree, valves, etc., we are not aware cf any
British firms who supply on a regular basis, Two years ago we had
circulated ON3C's substantial reguirements of vam casings. British
'steel Corporation guoted, but the order was placed with a French
company who collaborate with British Steael for manufacture of vam
casings. Shell supplies pour point depressant which is recuired

to offset the low setting point of Bombay High crude because of
high wax content. Generally CON3C turns to Houston for their routine
rejuirements.

0il Exploration Contracts

LT Government of India have recently opened 32 blocks of which
17 are offshore for exploration by foreign companies. The areas
where ON3C has already discovered the existence of hydrocarbons
have been excluded from these blocks and reserved for exploita-
tion by ONSC. 34 foreign firms have been shortlisted for this
purpose., Of these British Petroleum Co., Burmah il CoLl, iSul L

O0il are the British companies who have been shortlisted., The
split-up of these 34 companies is as follows:

19 USA

UK
French
Italy

W Sermany
Canada
Spain
Romania
Singapore
Brazil
Dutch
Total (list below)

w
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Sovernment is setting up a special directorate to monitor activi-
ties of these companies which will be associated with the foreign
companies. The terms and conditions of contracts with these foreign
firms are being finalised. Technical discussions with the ma jority
of these firms have already taken place., Some private sector Indian
companies like DCM, Thapar are proposing to collaborate with foreign
companies for exploration.

18. This development, the major stepping up of offshore activity,
should open up considerable opportunities for British industry, if
not for direct exports to India then as sub-contractors.




Gas Developments

19. As mentioned elsewhere production of associated gas is around
5> million cubic metres per day. It is expected that 2t the end of
IV phase when oil production would reach 12 million tonnes p.2.
preduction of associated gas will go up to 3.5 million cubic metres
per day. South Bassein, South Tapti and Mid-Tapti are mainly gas
fields, A conservative estimate is a yield between 20-25
miilion cubic metres of gas per day when these fields are developed.
This gas could be used directly as a source of enexgy but as
recommended by Satish Chandra Cormittee the gas will be used for
vaplue added purposes such as fertilizers and petrochemicals. 10
fertilizer plants of not less than 1350 tonnes of ammonia per day,
and two petrochemicals complexes will be cet up in Maharashtra and
Gujzrat. Two of the fertilizer plants are being set up at Thal and
vaishet in Maharashtra and two at Hajira in Gujarat. A1l these gas
based development projects should provide plenty of opportunities
for the UK industry.

Finance

20. With oil import bill accounting for at least 58% of Incia's
exports, foreijn exchange position 1is becoming tighter and GOI
encourages importers of major project equipnent to invite foreign
firms to offer aid/credit package. ONZC is no exception. Many a
time the decision is dictated by the terms of financial credit/aid
offered rather than the competence of the equipment offered. One
such case is tihe present wrangling over the ordexr for MPGV where
credit terms offered by Noxrway and Britain are proving crucial
factors.

2l. ONsC in the past have secured both Burodollar and World Bank
loan (# 150 million) credit and have now again received @ 200
million Burodollar loan (7 year repayment @ 3/8% over LIBOR for th
first two years and &% over LIBOR for the remaining period.
Moratorium period of 2 years) and World Bank loan to the tune of

g 400 million (@ S 1/4% pa on amounts drawn and a commitment ch2xge
of 3/4% on amount undrawn; repayable over 20 years including grace
pexiod of 5 years), Bilateral credits or project finance is
offered by Norway - interests in deep drilling and MP5Y and Japan =
1 million yen, foxr platforms. World Bank loan for pipelines and
platforms., Allocation of sector aid for offshore as in the case

of coal will go a long way in establishing Britain as a source of
supply for offshore requirements.

BOMBAY
15 April 1981




OIL EXPLORATION CONTRACTS (para

FOREISN COMPANIZS SHORTLISTED

17 above)
3 QBLIEVBD TO INCLUDE:

AGIP
Amoco Intzrnational 0il Co

Amerada Hess Corporation

Arco International 0il & 3Sas Co

British Petroleum Co

Compagnie Francaise Das Petroles

Chevron Ovarseas Petroleun
Continental 0il Co

ELF

2550

Getty Cil

Canadian Superiox

Unicn Texas Petroleum
Deminex

Burmah 0Oil

Bow Valley Exploration
Sedco Energy Corporation
Rudbey 0il International
Hispan Oil

Rompetrol

=hplEEdey il

Marathon International Oil Co
Mobil Cil Corporation
Occidental Fetroleum Corpn
Fhillips Fetroleum

shell ZExploration

Shell 0il

Superior 0il

Texace International Petroleun Co

Union Oil

Sunmark Exploration Co
Petrobras

Cities Service East Asia Inc

Hunt Cil

Italy

USA

USA

usa

UK

France
USA

USA
France
USA

USA

Canada
USA

West Germany
UK
Singapore
usa
anada
Spain
Romania

UK

U3A

USA

USA
Singapore
Holland
USA

USA




BRITISH DEPUTY HIGH COMMISSION, BOMBAY
COMMERCIAL SECTION

APRIL 1981
The Automobile & Ancilliary In dustry in India

A Broad Scene

The automobile industry in India is almost entirely self-sufficient.
The Govermment of India therefore enforces an extremely restrictive import
policy regarding vehicles and spare parts (both original equipment and replace=
ments).

The majority of motor vehicles in India are indigenously manu=-
' factured, albeit with foreign collaborations either current or expired. Truck
& bus markets are dominated by TATA (Mercedes) & Ashok Leyland (British Leyland).
The car markets are mainly supplied by Hindustan Motors (a collaboration based
on the Morris Oxford design - Factory - Calcutta) & Premier Automobiles (fiat
Factory - Bombay). Importation of foreign vehicles is normally restricted to
privileged foreign organisations and staff.

Production figures of motor vehicles for the year ended December

1980.

Manufacture Make Producticn Total

Mghindra & Mahindra 15068 15068
Hindusten Motors 21752

Premier Automobiles i 8729

Standard Motors ) 6

Sunrise Aduto Ltd 4 51

Ashok Leyland Commercial Vehicles

Bajaj Tempo Ly 4

Hindustan Motors 0 !

Mahindra & Mahindra v "

Premier Automobiles " "
Standard Motors 1

TELCO L

Eicher Tractors

BEscorts

Gujerat Tractor Corpn

Harsha

HMT

Kirloskar Tractors

Mahindra & Mahindra

Pittie

Punjab Tractors

Tractor & Farm Equipt. ] 67145

Q._n_o.tzl .




The Goverament of India has approved, or is considering various
proposals to increase vehicle production in India, including

Indign Firm Foreign Collaboratox Product

1) Hindustan Motors Vauxhall Motors, U.K. 3/5 ton capacity
vehicles

2) Ashok Leyland British Leyland, U.K. Integral buses

3) Bajaj Tempo Daimler-Benz, W. Germany Up-grading of
engine

4) Mahindra & Mahindra Peugeot, france Up=-grading of
diesel engine

" 5) TELCO Quenble, Kopp & Kansch Manufacture. of

W. Germany turbochargers &
upgrading of
engine

Bajaj Tempo %.F. of W. Germany Technology for
sgncromesh
gearbox

Ashok Leyland British Leyland Tmport of design/
drawings for
ghgine, gear box
& rear axle.

Bajaj duto Kobo & Co., W, Germany Manufacture of
special vehicles
for municipal
duties.

Hindustan Motors Vauxhall U.K, New model pass=
enger car &
improved engine
for this car.

OTHER EXPANSION PROJECTS

1) Ashok Leyland have received Letter of Intent from Govermment of
India to expand its capacity for medium duty commercial vehicles from 12,000
to 40,000 units., Two new plants with a capacity of 12,500 vehicles each are
being set up at Bhandaradn Maharashtra & Alwar in Rajasthan. The investment
for these plants is Rs 860 million (£ 43 million) each is part of the
Re. 2700 million (£ 135 million) expansion programme to increase overall capa-
city to 40,000 vehicles by 1986~87. Production of three axle trucks with
turbo charged engines is envisaged.

2) Ford trucks !UK) will be agsembled in India fox the first time
by Simpson & Co of Madras. A £42 million contract has been gigned foxr the
import of 3000 CKD units of T4 tonner "D" series Ford lorries, but without
engines. The 6 cylinder engines will be manufactured by Simpsong under
licence from Perkins Engines of Peterborough, UK. The assembly programme is
3000 CKD units in the first year, 6000 in the second reaching to full licenced
capacity of 12000 by 1984.

3) TELCO - Tata Engg & Locomotive Co. Itd. the largest truck manufact=
urers in the country with a licenced capacity of 36,000 vehicles have major
expansion project to raise the capacity to 56,000 vehicles involving a capital
outlay of Re 4700 Million (€235 million).

ll.c.ll3l




4) The TVS Group of Madras are setting up a plant in Chinglepet for
the manufacture of 24000 Nos. axle housings and 20,000 Nos differential
head gssemblies in collaboration with BEaton Axles of U.,K. with an investment
of Rs 29.4 million (£1.47 million).

5) A Rs 60 million (£ 3 million) project for the manufacture of
pressed parts and body panels for commercial vehicles & integral buses being
set up at Onda in Goa by the Automobile Corpn of Goa Ltd., a company jointly
promoted by TELCO & the Economic Development Corpn of Goa, Daman & Diu. The
plant is expected to go into production by 1982/83.

Ae a result of the above expansion schemes involving a total invest-
ment of £ 336 million during the next five years the potential market of
automobile ancilliaries is expected to increase considerably. 4s it is today
the annual demand of auto components in India exceeds Rs 3000 Million
(£ 150 million) and this is totally met by indigenous industry comprising ef a
large number of firms in the organised sector and over 700 units in the small
& medium scale sectors. Value-wise more than 60% of the production is
accounted for by a dozen product groups such as engines, transmission,
suspension, steering, instruments & electricals, etc. Some of the more
prominent ancilliary manufacturers in the organised sector have foreign
collgborations and are original equipment suppliers to the vehicle manufact-
urers.

The dirsctory of the 4l1-India Automobile & dncilliary Industries
Association which is a representative body of ancilliary manufacturers have
projected item~wise Estimated Demand of Auto-éncilliaries for 1982-83. These
when compared with the existing licenced capacities of the various manufactu-
ring units illustrate shortfalls in production. These are
EST 82-8

TED DEMAND OF AUTO=-ANCILLARTE

Licenced

Component 0.E. Replacement

o o s

Pigtons Rings
Piston Pins
Gagkets

Bngine Valves
Carburettors

Fuel Pumps (petrol)
Fuel Pumps M/C
Fuel Pumps S/c
Nozzle Holders
Nozzles

Elements

Delivery Valves
Radiators & Cores
Flywheel Ring Gear
Thinwall Bearings,
Bushes, Thrust Washers
Starter Motors
Generators

Voltage Regulators
Digtributors

Spark Plugs
Flywheel Magnetos
Clutch Asgembly

14842,800
75272,000
1,842,800
18,034,500
2,555,600
696,500
52,500
157,700
300,000
1,052,800
1,052,800
1,052,800
1,052,800
190,200
190,200

$12,752,000

190, 200
190,200
190, 200
52,500
850,000
640,000
190, 200

Total

Capacity

Shortfall

5,036,000
35' 687]000
5,036,000
86,181,000
8,952,000
115, 500
28,000
11,300
40,000
76,200
6,219,600
4,886,000
5,220,000
230, 500
242,000

37,523,000

39,800
39,800
492, 300
74500
6,330,000
34,000
157,000

6,878,800 5,840,000 1,038,800

42,959,000
6,878,800

734,900,000
6,020,000

104,215, 500 158,000,000

11,507,600
812,000
50, 500
169,000
340,000
1,129,000
7,272,400
5,938,800
6,272,800
420,700
432,200

50,275,000

230,000
230,000
682, 500
60,000
7,180,000
674,000
347, 200

14,480,000
1,376,000
180,000
280,000
15,125,080
1,938,080
8,420,080
7+340,080
6,422,080
182,000
302,000

41,540,000

288,000
327,000
638,000
140,000
55400,000
360,000
452,720

-

858,800

238,700
130,200

8,735,000

44,500
1, 780,000
314,000

.0.'..04.




Component

oy o

Clutch Plates

Clutch Facings
Steering Gears

Tie Rod Ends

Gears (Tonnes)
Propeller Shafts

UsJs Cross

Crown Wheel & Pinions
Rear Axle Shafts
Scéoter Wheels

Wheels

Leaf Springs (Tonnes)
Shock Absorbers

Brake lAssembly

Air Brakes

Brake Linings (Tonnes)
Head Lamps 1,020,400
Wiper Motors 141,500
Electric Horns (Pairs) 1,024,400
Flasher Units 141,500
Speedometers 781,500
Panel Instruments 190, 200

1,630,000
190,200
61,000
680

Licenced
Capacity

Replacement Total Shortfall

971,600 386,600
8|40‘0’000 e
230,000 5,000
1,396,000 398,000
12,460 72,260
523,100 575,000 -
1,932,000 2,310,000 -
669,500 -~ ol
1,077,000 420,000 657,000
1,383,000 -- -
1,040,100 1,280,000 oL
28,495 37,975 - -
4,005,000 5,635,000 2,608,000 3,027,000
s b 190,200 196,000 —_—
- 61,000 136,000 -
4,400 5,080 74510 --
312,000 14332, 400 910,000 422,400
193,800 335,300 430,000 -
1,581,000 2,605,000 1, 366,000 1,239,000
894,000 -
309,800
178,800

1,358,200
5,523,000
235,000
15 794,000
84,720

1,168,000
5y 142,600
44,800
1,413,600
62,270
308,600
15576,000
467,300
697,600
23,000
16, 300

1,035,500 D gt
31.900.000 b

1,091,300
369,000

Apart from the projections by the ATAATA the guidelines for
Industries 1980, a publication of the Ministry of Industry, Government of India
have also projected gaps in production of certain specified components and more
importantly have identified products where foreign collaborations would be

considered.

Item
Air Brakes

futo Electrical Equipment
Starters, Generators,
Voltage Regulators,
Distributors

Carburettors

Clutch Assembly & Clutch
Plates
Crank shafts

Dash Board Instruments

Delivery Valves

Where foreign collaborations will be allowed

Proposals involving new technology will be
considered on merit.

70% of production comes from a single source
(Lucas-TVS). Govt wishes to broaden supply
base and will welcome new proposals. Expansion
of existing units will also be considered.

Since carburettors for cars & jeeps manu-
factured from a single major source, proposals
for manufacture of such carburattors could

be considered favourably.

Expansion of existing units for meeting
increased demand potential will be encouraged.

Bxisting capacity is insufficient. Scope
for creation of further capacity in this sectors

Existing capacity is insufficient. . Expansion
of existing units will be encouraged. Propo-
sals with new technology & designs will be
considered on merit.

Well-conceived proposals along with foreign
collaborations could be considered on merit.

8/Flywheel Magnetos




Flywheel Magnetos

Fly-Wheel Ring Gears

Friction Materials
Breke linings & clutch
facings

Gaskets

Head Lamps

Hose Assembly

Hydraulic Brake Assembly

Inlet & Exhaust Valves

Multi cylinder fuel
injection pumps

Pistons

Piston Rings

Pump Elements

Shock Absorbers

With increase in production of two wheelors,
the existing capacity will be inadequate.
There is scope for creation of fresh capa-
city. Proposals for foreign collaborations
would be welcome.

With envisaged increase in vehicle production,
existing capacity would be insufficient.
There is scope for creation of fresh capacity.

No scope. Any increase in demand would be
met through suitsble expansion of existing
units.

No scope. BExisting capacity is gufficient.

90% of the production comes from two unites

of which only one has developed expertise for
rectangular head lamps. Well conceived
proposals, inclusion of foreign collaborations
would be considered on merit.

There is scope for creation of additional
capacity. Toreign collgborations for hoses
of high pressure applications could be
favourably considered.

60% of the production comes from one of the
two existing units, To broaden the supply
base well conceived composite proposals for
foreign collaborations would be considered
on merits.

Existing capacity insufficient. There is a
good potential for exports. This being a
eritical item proposals for collaboration
would be considered favourablys

There is virtual monopoly of one unit
(Mico/Bosch). Fresh proposals with foreign
collaborations would be welcome.

Having regard tc the ambitioms production
programme of commercial vehicles & tractors
this item has further scope for fresh
capacity. Proposals for foreign collagborations
would be considered on merits.

No scope. Existing capacity is considered
gsufficient.

Tue to increased demand for replacement the
existing capacity is insufficient. There is
need for creating fresh capacity. This
would be integrated with fuel injection
equipment.

Replacement requirements ere much more than
original equipment. Moreover these are
also being agported. There is scope for
additional capacity. Proposals for foreign
collaboration would be considered on merits.

/21. Single Cylinder




Single Cylinder Pumps There is virtual monopoly of one unit
(Mico/Bosch) and there is need for an
effective alternative source of supply.
Proposals for foreign collaboration for
the manufacture of fuel injection pumps,
single as well gs multi cylinder would
be considered favourably.

Steering Gears Having regard to increased production of
vehicles & tractors there is need for
creating additional capacity. Proposals
for foreign collaborations would be
considered on merits.

Tie Rod Ends This field offers scope for further capa-
city. Proposals for foreign collaborations
would be considered.

No scope. Although there is need for
additional capacity, expansion of existing
units would be preferred to establishment
of new units.

Wiper Motors Although existing capacity is in excess of
projected demand, there is a gap between
effective capacity & demand, Moxreover,
two speed wiper motors are not being manu-
factured at all. Fresh proposals with
foreign collgboration would be considered.

FOOT NOTE :

Tt has been announced today that Standard Motor Products of
India Ltd., Madras have launched a Rs 140 million (£ 7 million) modernisstion
and expansion programme for doubling its production capacity of commercial
vehicles from 4000 to 8000 per annum by 1984-85. One of the principal aims
of this scheme is to raise the payload of "Standard 20" commercial vehicles
from 1.6 tonnes to 3 tonnes. The company will produce both 1.6 & 3 tonne
vehicles. The ¥now-how for the engine and gearbox of the proposed three tonner
has been secured from Britigh Leyland under the technical development fund
but my mid 1983 it is expected to be completely indigeniousa

D K Chinoy

British Deputy High Commission

Bombay
15 April 1981
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DELHI.

FOLKLORIC TEXTILES.

AS FURTHER BACKGROUND TO MY PREVIOUS TELEGRAM | THOUGHT IT MIGHT BE
USEFUL TO GIVE A SHORT SUMMARYOF THE MAIN TEXTILE ISSUES

INVOLVED.

THE INDIANS ARE NOT DEALING HONESTL IN THIS MATTER. THERE ARE
PRECISE DESCRIPTIONS OF EACH TRADITIONAL FOLKLORIC GARMENT IN THE
EC/INDIA TEXTILE AGREEMENT. WE AND THE COMMUNITY’S CUSTOMS ;
AUTHORITIES ARE CLEAR IN OUR MINDS THAT THE ITEMS IN DISPUTE DO NOT
TALLY WITH THESE DESCRIPTIONS, BUT ARE IN FACT FASHION CLOTHES.
(MANY = INCLUDING SOME OF THOSE WE NEVERTHELESS ACCEPTED AS
FOLKLORIC = HAVE UNION JACKS AND BRAND NAMES SUCH AS QUOTE FASION
HOUSE UNQUOTE WOVEN INTO THEIR LABELS). THE INDIANS, WHO INITIALLY
AGREED THAT MANY OF THE ITEMS DETAINED WERE NOT FOLKLORIC, HAVE
ONCE MORE RETRACTED.

THIS SHOULD BE SEEN IN THE CONTEXT OF INDIAN DISSATISFACTION AT
BEING UNABLE TO SHIP MORE CLOTHES THAN THEIR NON-FOLKLORIC QUOTAS
(AS AGREED BETWEEN THE EC AND INDIA) ALLOW. THE USE OF FOLKLORIC
AND HANDLOOZ ALLOWANCES OUTSIDE THE NORMAL QUOTA SYSTEM HAS BEEN
QUITE SPECTACULAR. FOR INSTANCE IN THE CASE OF WOMEN’S JACKETS,
THE QUOTA FOR NON-FOLKLORIC ITEMS WAS 142,738 IN 1933. TOTAL
SENDINGS INCLUDING HANDLOON AND FOLKLORIC JACKETS FOR THE SAME YEAR
TOTALLED 714,423.

WE HAVE SHOWN A GREAT DEAL OF FLEXIBILITY ALREADY. ALL THOSE
GARMENTS STILL BEING HELD COULD HAVE BEEN CONFISCATED.
NEVERTHELESS CUSTOMS HAVE OFFERED ALMOST ALL TO THE IMPORTRS IN
QUESTION FOR RELEASE. THIS SHOULD UAN THAT THE BULK OF THOSE HELD
WILL BE CLEARED FROM CUSTOMS IN DUE COURSE.

ANY ATTEMPT TO INTERVENE WITH EXCEPTIONAL MEASURES COULD CAUSE
|  POSSIBLE LITIGATION FROM THOSE |MPORTERS WHO WILL HAVE ALREADY PAID
TO HAVE THEIR GOODS CLEARED EITHER FOR SALE IN THE UK OR OUTSIDE
THE COMMUNITY (AT A POTENTIAL LOSS). |IT WOULD FURTHERMORE UNDERMINE
THE CREDIBILITY OF OUR TEXTILE POLICY BOTH WITH DOMESTIC INDUSTRY
AND INTERNATIONALLY (NOT LEAST WITH THE LOW-COST EXPORTING
COUNTRIES).
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FOLKLORIC TEXTILES
THE FACTS ARE AS FOLLOWS: CUSTOMS ORIGINALLY SEIZED SOME 21,600
GARMENTS IN 27 CONSIGNMENTS. NINETEEN IMPORTERS WERE INVOLVED.

CUSTOMS SUBSEQUENTLY AGREED THAT TWO CONSIGNMENTS COMPRISING SOME
53@ |TEMS COULD BE ACCEPTED AS FALLING WITHIN FLOKLORIC DEFINITION.
THESE WERE RELEASED IN JANUARY/FEBRUARY. TWO IMPORTERS WERE
INVOLVED,

CUSTOMS CONSIDER THERE IS CLEAR EVIDENCE OF INTENMTIONAL FRAUD IN -
THE CASE OF THREE IMPORTERS, AND ARE CURRENTLY CONSIDERING TAKING
ACTION AGAINST THEM. APPROXIMATELY 3,383 GARMENTS ARE INVLOVED.

IMPORTERS OF MOST OF THE REMAINING 18,8033 GARMENTS HAVE BEEN TOLD
THAT GOODS WILLBE RELEASED EITHER FOR RE-EXPORT UNDER CUSTOMS CONTROL
FOR SALE OUTSIDE THE COMMUNITY, OR ALTERNATIVELY FOR SALE IN THE

UK IF THEY CAN PRESENT VALID IMPORT LICENCES. THESE WILL BE

ISSUED BY THE DEPARTMENT OF TRADE WITHIN 5 DAYS OF APPLICATION
AGAINST AN OFFICIAL INDIAN GOVERNMENT EXPORT LICENCE. IN THESE

CASES, THE GOODS WILL OF COURSE COUNT AGAINST THE RELEVANT NON-
FOLKLORIC QUOTA.

ONE IMPORTER HAS ALREADY TAKEN ADVANTAGE OF THIS OFFER (532 GARMENTS)
AND A NUMBER OF OTHER IMPORTERS HAVE TOLD CUSTOMS THAT THEY ARE
MAKING ARRANGEMENTS TO DD SO.

YOU SHOULD KNOW THAT TWO OTHER COMMUNITY COUNTRIES (FRANCE MND
IRELAND) HAVE SIMILAR MIS-DESCRIPTION PROBLEMS WITH THE INDIANS.

WE MAY BE TOLD THAT IT WOULD BE POSSIBLE FOR US TO INCREASE THE
NON-FOLKLORIC MFA QUOTA TO ACCOMMODATE THESE SHIPMENTS. THIS WOULD
REQUIRE EC AGREEMENT OF WHICH WE WOULD NOT BE CERTAIN, AND WHICH
WOULD TAKE AT LEAST A MONTH. TO PROGESS THROUGH BRUSSELS. TO DO

S0 WOULD RUN ENTIRELY COUNTER TO OUR PREVIOUS POSITION IN THIS
PARTICULAR ISSUE, AND PUBLICLY UNDERMINE BOTH DOMESTIC CONF IDENCE
AND INTERNATIONAL CREDIBILITY IN OUR STATED POLICY TO TAKE A THOUGH
STANCE ON THE IMMINENT RE-NEGOTIATION OF THE MULTIFIBRE ARRANGEMENT
(MFA 3). IT 1S THEREFORE AN UNACCEPTABLE COURSE.

LINE TO TAKE

THE PROBLEM IS BASICALLY A TECHNICAL AND LEGAL ONE.

THREE UK |MPORTERS ARE SUSPECTED OF DEL|BERATE FRAUD, AND CUSTOMS
AUTHORITIES ARE CONSIDERING LEGAL PROCEEDINGS. IT WOULD CLEARLY
BE WRONG FOR THE GOVERNMENT TO INTERVENE IN THESE THREE CASES.

IN THE OTHERS WE HAVE TRIED TO BE HELPFUL. THE GOODS SEIZED ARE
LIABLE TO CONFISCATION AND COULD BE DESTROYED BUT CUSTOMS HAVE IN
FACT TOLD THE IMPORTERS CONCERNED THAT THE G0ODS WILL BE RELEASED
EITHER FOR RE-EXPORT FOR SALE OUTSIDE THE COMMUNITY OR FOR SALE

ON THE UK MARKET IF A VALID [MPORT LICENCE 1S OBTAINE. | UNDERSTAND
THAT ONE IMPORTER HAS ALREADY OBTAINED THE MNECESSARY LICENCES, AND
HIS GOODS HAVE BEEN RELEASED, AND THAT A NUMBER OF OTHERS HAVE TOLD
US THAT THEY WILL DO THE SAME. THIS SEEMS TO BE THE BEST WAY OF
GETTING ROUND THIS DIFFICULT PROBLEM.

FOR THE FUTURE WE ARE HAPPY TO GO ALONG WITH THE PROPOSAL PUT TO
US BY YOUR HIGH COMMISSIONER IN LONDON THAT THERE SHOULD BE TALKS
BETWEEN YOUR OFFICIALS AND OUR CUSTOMS PEOPLE TO CLARIFY ANY
REMAINING POINTS OF OBSCURITY IN THE CUSTOMS CLASSIFICATIONS
RELATING TO TEXTILES.

FURTHER BACKGROUND 1S AVAILABLE IN TELNO CREDA 152.

oPIuUM
AUSTRALIAN MATERIAL IS SIGNIFICANTLY CHEAPER. IT IS PRODUCED FROM
STRAW OF THE WHOLE POPPY. THIS
(1) ELIMINATES MILKING THE JUICE OF INDIVIDUAL PLANTS WHICH IS
BOTH LABOUR-INTENSIVE AND A POTENTIAL SOURCE OF |LLICIT SUPPLY
() GL:EO;IMUCH HIGHER YIELD IN OPIATES THAN MANUFACTURE FROM
R UM,

WHAT THE INDIANS ARE EFFECTIVELY ASKING US TO DO IS USE IMPORT
LICENSING POWERS (CONTAINED IN THE MISUSE OF DRUGS ACT) DESIGNED
TO PREVENT DRUG ABUSE TO STOP OUR MANUFACTURERS EXERCISING WHAT IS
A COMMERCIAL JUDGMENT IN FAVOUR OF THE AUSTRALIAN PRODUCT.

SHIPPING

THE INDIAN COMPLAINTS ABOUT THE SHIPPING SERVICE ARE OF LONG
STANDING. BRITISH SHIPPING LINES ASSERT THAT PRESSURE ON THEM BY
THE INDIAN GOVERNMENT TO KEEP FREIGHT RATES ON THE ROUTE DOWN MEANS
THEIR RETURNS ARE TOO LOW TO JUSTIFY INVESTMENT IN NEW SHIPS
(INCLUDING CONTAINER SHIPS). MR BIFFEN’S RESPONSE WHEN THE

MATTER WAS RAISED AT IBEC IN JANUARY WAS THAT THIS IS A PURELY
COMMERCIAL MATTER BETWEEN SHIPPING LINES AND THEIR INDIAN CUSTOMERS.
HE ADDED, HOWEVER, THAT THIS WAS A SUBJECT WHICH COULD BE CONSIDERED
BY THE JOINT MONITORING COMMITTEE OF CONFERENCE LINES AND INDIAN
AND BRITISH SHIPPERS WHICH WAS DUE TO MEET TO LOOK INTO COMMON
PROBLEMS. WE UNDERSTAND THIS MEETING WILL TAKE PLACE SHORTLY.

THE PRIME MINISTER |5 RECOMMENDED TO TAKE THE SAME LINE.

WE HAVE CONSISTENTLY TAKEN THE LINE WITH THE INDIANS THAT NEW
INVESTMENT CAN ONLY BE JUSTIFIED BY THE PROSPECT OF AN ADEQUATE
RETURN, WHICH DEPENDS ON FREIGHT RATES.

WE HAVE ALSO POINTED TO THE STRONG COMPETITION IN THIS TRADE
BETWEEN CONFERENCE AND NON-CONFERENCE LINES AS GUARANTEEING AN
ADEQUATE SERVICE IF THE INDIANS ARE PREPARED TO CREATE THE
CONDITIONS IN WHICH SUCH A SERVICE CAN BE .PROVIDED PROFITABLY.

MNNNN
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RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND M GANDHI Ceehmat]
HELD 1IN SOUTH BLOCK, NEW DBELHI QE EEDNLEEEY 15 EERIL 1§E

Present: Mrs. Gandhi The Prime Minister
Mr. Narasimha Rao Sir John Thomson
Mr. Seyid Muhammed Sir John Graham
Mr. Krishnaswamy Rao Sahib Mr. M.K. Ewans
Mr. Sathe Mr. Ingham
Mr. Malhotra Mr. Alexander
Mr. Kapur Mr. Mathrani
Mr. Khosla Mr. Lankester
Mr. Hiremath Mr. Jay
Mr. Gharekhan Mr. Wetherell

Bhalla
Mr. Ramanathan

WM W b W e % N %

Mrs, Gandhi welcomed the Prime Minister and referred to
the traditional relations between India and the UK. However
nothing could be taken for granted and one had to work hard
to give relations greater meaning in changed circumstances.
It was fortunate that India and the UK shared a common language.
She wanted the Prime Minister's visit to be a success and to
strengthen friendship between the two countries,

The Prime Minister said she had looked forward to her visit
for a long time and hoped to make it a success. She agreed that
it was necessary to work hard at the relationship between the
two countries and not to take it for granted. She felt there
had not been as much contact between India and the UK as there
should have been. Her size, and status as a leading democratic
Non-Aligned, and Commonwealth, country put India in a unique
position of power and influence, which could be exerted for the
benefit, not only of India, but of mankind in general, She knew
that relations between India and other countries, such as the
US, were not as good as might be expected between two
democracies. The Prime Minister wanted to learn how India saw
things and how one could help to bring to an end hostilities
around the world and make sure that greater conflicts did not
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break out. The weapons of evil were greater now than ever
before. But though one could analyse problems, it was not
always easy to see the way ahead. BShe referred to her
recent visit to the United States, which like India, enjoyed
a great position in the world, and said she would like to

give Mrs. Gandhi an account of her discussions with President
Reagan and Secretary Haig, whom she had seen again after his
recent visit to the Middle East.

The Prime Minister said that quite naturally the American
Administration's first priority was to put their economic ideas
into practice. It was on these that they had concentrated
during their first 5 or 6 weeks in office, The Administration
were now turning to all the important foreign affairs questions,
but they had notyet made up their minds. She had received the
very strong impression that they wanted to consult widely.

They were aware of the criticism about insufficient consultation
which had been levelled at the US in the past. This had led

to the adoption ofpolicies which were less successful than they
might have been. This was why Secretary Haig had visited the
Middle East. The Prime Minister pointed out that many people
in the outlying parts of the US were not as familiar with
international problems as those in Europe.

The Prime Minister said that President Brezhnev's letter
to Western Heads of Government had been received just before
her visit to Washington. It needed a careful and considered
reply. Like us, the US would have rejoiced if it had been
accompanied by a manifest sign that the Russians were ready
to withdraw from Afghanistan on certain conditions. President
Reagan and Secretary Haig had made it clear that they needed
time to consider each point in the letter and that they would
not want to negotiate until a US position had been prepared on
all the issues, including SALT II and SALT III. The Prime
Minister recalled that NATO countries were already pledged to
try to negotiate a reduction in the number of tactical
nuclear weapons. She said it would take time to set up a
meeting with the Russians and that the US might attach
conditions to one. Iike us, they took the view that one
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could not accept as normal the presence of Soviet troops in Afghanistan.
However, there would eventually have to be a meeting. Great sums

were being spent on new weapons. Each generation of weapons was more
sophisticated, dangerous and expensive than the previous one. But

the US Administration would need time. It would alsoc need to carry
Congress with it.

On the liddle East, the Prime Minister said that the US
Administration had not made up their minds on how best to carry the

peace process forward. What the European countries were doing in
this area was not in competition with the United States. Only the
Americans could bring influence to bear on Israel, and the Middle
East problem could not be settled without them. For a long time,
there had been talk about the right of the Palestinian people to self-
determination and about secure borders for Israel. But the detail
of these ideas, including who would have the right to vote and the
status of Jerusalem, had not been worked out. In the European
gommunity's effort, the country holding the Presidency was eliciting
views in the area itself. No significant move would be made until
after the Israeli elections and after the Americans had made up their
minds on how to move forward. But there was an acceptance that
positive steps had tobe taken. At first, the US Administration

had thought that, because uf the Iran/Iraq crisis, the Arab/Israel
problem was not so urgent. But during her visit to Washington,

the Prime Minister hag explained that the two problems were
connected; +that feeling about Palestine ran high in the Gulf;

and that steps must be taken to solve the Arab/Israel problem, which
in turn would have positive repercussions on the Gulf.

Turning to Southern Africa, the Prime Minister said that she
was pleased at how Zimbabwe had evolved, though some problems remained.

she said that, at the request of the government, British military

advisers were in Zimbabwe to help integrate the guerrillas into the
security forces. She referred to Lord Soames' recent visit to
Zimbabwe and to the successful donors conference. This increased
the prospects for genuine democracy in Zimbabwe which could influence
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developments in the rest of Southern Africa in a desirable direction.
The Prime Minister said she had dscussed Namibia with President Reagan.
She had previously talked to the South African Foreign Minister,

who had given the impression that South Africa was waiting to see what
stand the US would adopt before taking any further steps itself.

She had tried to persuade him that there must be movement on Namibia
if a difficult motion at the UN was to be avoided. However, though
the South Africans had agreed to attend, the Pre-implementaticn talks
in Gersva had not been a successe The UK was impressing on the US

the need for progress on Namibia, and wanted to see a free and fair
ballot in that country. However, the UK's role was not the same

as in Zimbabwe. Instead of being in sole charge, five nations

were involved.

The Prime Minister said that the US looked at almost every
problem, be it Iran/Iraq, the Middle East, Namibia, Cuban presence
in Africa, El1 Salvador or Libya, very much in an East/West context.
This was valid in many cases. Nevertheless, she welcomed the fact
that President Reagan was keen to maintain good relations with Mexico,.
1he President had stated that he could not attend the Summit in Mexico
in June, but that he might be able to if it were delayed. She
stressed again the US Admi ristration's desire to consult widely and to
resclve some of the longer standing international problems in the
right way. There was a wish to further the cause of democracy
throughout the world, and to ensure that it was not in retreat.
An open society, with all its praéblems, remained the best system that had
ever been created. It provided the best opportunity for promoting
prosperity and humen dignity. The Prime Minister said that the
US Administration was not, however, Jjudging others, for example,
on human ‘rights. Unlike their predecessors,they did not take the
view that foreign affairs were governed by this factor. They were
much more realistice. She said that she and Lord Carrington had
succeeded in influencing them on one or two issues, such as El Salvadore
Mr. Rao asked to what extent the US position on E1 Salvador had been
modified as a result of the Prime Minister's talks in Washington.
The Prime Minister said that before her visit, a statement had been
issued in London saying that there was evidence that the guerrillas
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were getting large quantities of arms from outgide. We had
condemned that. We condemned violence wherever it occurred.

But we took the view that any sovereign country, be it Poland,
Afghanistan or El1 Salvador must sort out its problems in its.own
way. If one accepted that view, one had to be careful about the
number of advisers one sent to any country. The Prime Minister did
not think that there were many US advisers in E1l Salvador.

: At Mrs. Gandhi's request, Mr. Rao gave an account of the recent
visit by three Non-Aligned Foreign Ministers and the Head of the

PIO Political Department to Iran and Irag. The Group had been asked
by the Non-Aligned Foreign Ministers to try to bring about peace
between the two countries. In Iran, Mr. Rao said the Group had
visited areas close to the righting. They had been to Dezful and
Ahwaz, where there had been intermittent shelling. The purpose of
the mission had been to listen to both sides and not to put forward

concrete proposals. Mr. Rao noted that, following the failure of
the Islamic Conference initiative, to get both sides to accept its
proposals, the Non-Aligned Group had felt it more appropriate to try

to understand the positions of both sides before making proposals.
The Group had been received cordially "and with confidence".

In Baghdad it had met Mr. Tariq Aziz and Mr. Izzat Ibrahim who’ had
given them a full account of the Iragi position.They had spoken of
the incessant interference by Iran in Iraq's internal affairs,

which had compelled the latter to send their troops in in .sheer
self-defence. The Iraguis were prepared to have a ceasefire and then
negotiate on substantive aspects of the dipute, before withdrawing.
The Iranian approach was exactly the opposite. However, the two
positions were not as inflexible and diametrically opposed as they
might appear. In informal discussion with the two sides,the
Non-Aligned Group had found signs of flexibility which needed to be
analysed carefully and built on. The Group would meet again in
Algiers in two or three days time to compare notes. If issues were
jdentified, on which further discussion with Iran and Iraq was
necessary, there would be a second trip to Tehran and Baghdad.

In answer to the PrimeMinister's question, Mr. Rao said that there
was ground for hope, but a solution would teke time. The Prime
Minister said that it would be a great achievement if peace was
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brought to the area. It would make a great difference to

the world economy and might bring down oil prices. Though

Mrs. Gandhi doubted whether these would come down, the Prime
Minister pointed out that this had happened and there was pressure
even now on the premiums. Mr. Rao said that it was something
that the fighting between the two countries had not escalated.
The Prime Minister spoke of apprehensions that, if peace
initiatives showed no sign of success, this might happen.

Mr. Rao said that the Non-Aligned Group hoped that its initiative
would reduce this danger. He referred to the efforts of others,
including Mr. Palme. The latter was concerned primarily with
the Shatt-el-Arab, though he accepted that this issue could not
be seen in isolation. He had come to no conclusion about how

to resolve it. All the strands of the Iran/Irag dispute were
interdependent.

The Prime Minister said that three-quarters of the Indian
correspondents she had seen in London last week had asked
questions about US/Pakistan and UK/Pakistan relations. She asked
for Mrs. Gandhi's views on relations with Pakistan. She had told
the reporters that every nation had the right and duty to
protect its own people. lMrs. Gandhi said that India fully
accepted the right of Pakistan, as of any other country, to
defend itself. But it should come as no surprise that Indians
were agitated about the supply of arms to Pakistan. On more than
one occasion, India had had to face pointless and unnecessary
aggression from that country. India had taken the initiative
to improve relations. Mrs. Gandhi said that, when the Bangladesh
problem had broken out, she had told the West that, unless it
exerted its influence on Pakistan, the situation would get out
of control. India had taken no action, except for trying to
prevent a massive inflow of refugees, until 11 of her cities
were bombed. After the Pakistani surrender, there had been
a strong feeling in the country that India should not stop but
go on to consolidate her position. Without knowing what the
reaction of her colleagues and the country would be, she had
taken it upon herself to insist on a ceasefire. An hour
after the surrender of the Pakistani forces, she had started
a series of meetings with the Chiefs of Staff, the Cabinet
and leaders of the Opposition. ‘Though these had initially
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been strongly opposed to her line, within two hours she had been
able to announce a unilateral ceasefire. Had she waited

24 hours, she would not have succeeded. At Indian initiative,
Mr. Bhutto had visited India and the Simla agreement had been
signed. Mrs.. Gandhi had told him that two types of agreement
were possible; one in which it was recognised that the problems
of the two countries were complementary (and essentially
economic), and that they should work for lasting peace; and
another in which it was held that the interests of the two
countries conflicted and that only a patchwork peace could be
achieved. Mr. Bhutto had taken the line that Psakistan had
unsuccessfully tried war and taking its case to the UN, and
would now try the course of friendship. Had he taken a strong
line on his return, he could have succeeded in this policy;

but perhaps for understandable domestic reasons he had
hesitated. Matters had become more difficult with his successors.
Mrs. Gandhi said that India was anxious for friendship with
Pakistan and her other neighbours. This friendship was a
necessity. India was faced with huge problems and could ill
afford confrontation. President Zia talked of friendship but
raised issues which did not create the right atmosphere and
excited Indian people. He raised Kashmir, though it had been
agreed at Simla to leave it aside. During the communal
disturbances last summer, which the Indian Government had
deplored, the Pakistanis had reacted in an unhelpful way.

India had nothing against friendship between the US and Pakistan,
but was worried about the form the relationship might take.
There was a feeling that it might be directed against India,
though not intentionally or necessarily in the immediate future.
Mrs. Gandhi recalled that President Eisenhower had told the
Pakistanis that arms supplied by the US were only to be used
against the Communists, but these had eventually been used
against India. However, India would continue to try for
friendship with Pakistan, no matter what the difficulties.

Agha Shahi had been to Delhi twice over the past year and

Mr. Rao would be going to Islamabad, perhaps in May.

The Prime Minister referred to the tremendous problems
which Pakistan was facing. From its own experience, India
would know what it was like to have to cope with a huge number
of refugees. The hijacking incident had been appalling.
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. Mrs. Gandhi said she had reason to believe that for the first
time the people of Pakistan were genuinely interested in good
relations with India. However, military dictatorships tended
to be worried about the influence which a democracy might have
on their own people.

In answer to Mr. Rao's question, the Prime Minister said
that she had not discussed military assistance to Pakistan with
the US Administration. Mr. Rao said that persistent reports
of a US decision to provide arms to Pakistan on a massive scale
had caused concern to India. The Prime Minister said that her
discussions in the US had concentrated on NATO and bilateral
defence matters. They had briefly touched on the Rapid Deployment
Force, though not in the terms reported by the press. There was

a need for a force which could be moved quickly to where it was
needed but only if requested. The US had some capability to do
this and the UK had a parachute regiment available; but these
were not adequate to respond quickly to urgent requests. We
were faced with a girdle of conflicts around the world and any
one of these conflicts might escalate. The question of an RDF
had therefore been discussed briefly in Washington and she had
stated that the UK would wish to make a modest contribution

to such a force.

The Prime Minister said that following Lord Carrington's
trip to Pakistan, she had received a letter from President
Zia asking her to use her influence in Delhi to remove the
deep-seated doubts and suspicions which continued to thwart
the development of relations between India and Pakistan, and
to explain Pakistan's genuine need to arm itself against an
external threat. President Zia hoped that she would assure
Mrs. Gandhi of Pakistan's genuine desire for friendship and
the fact that Pakistan had neither the wish nor the capacity
for an arms race with India. Mrs. Gandhi said there would be
no arms race if Pakistan did not buy sophisticated modern weapons.
She observed that all the new Pakistani airfields were along
the Indian, not Afghan, border. She wondered how Pakistan
could be expected to help over the Afghan crisis. The
Russians took the view, with or without reason, that the
refugees in Pakistan were in many cases not genuine. They
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used Pakistan as a base for insurgency. Supplying arms to
Pakistan would only make the Russians dig their toes in and
feel that they could not cede Afghanistan to influences hostile
to them. The Prime Minister said that it was possible that,
with the experience of Afghanistan, Pakistan would realise

that its future lay in friendship with India. DMrs. Gandhi
hoped this was so and thanked the Prime Minister for passing
on President Zia's message.

The Prime Minister said that she had had the impression
following Lord Carrington's visit to China that the prospects
of friendship between that country and India were brighter.
Mrs. Gandhi replied that, once again, it was she who had taken
the initiative in trying to improve relations. Though she
had been ignored to begin with, diplomatic relations had been
re-established between the two countries and some agreements
signed. Relations were not ideal, but India was working to
improve them. The Chinese Foreign Minister was due to visit
Delhi in the near future, but the dates which had been proposed
conflicted with a UN conference. The Prime Minister said that,
in the dangerous situation existing today, great efforts must
be made to achieve an understanding with other countries.

The Prime Minister said that she had heard that the
Saudi Foreign Minister's visit to Delhi earlier in the week
had been successful. UNMr. Rao said that the latter had confirmed
what the Prime Minister had said about the policy making process
in the US. The Saudi Foreign Minister had reported that,
during his recent vieit to Riyadh, Secretary Haig had made it
clear that no firm conclusions should be drawn about the
attitude of the US Administration for some time to come.
Mrs. Gandhi said that, while she agreed with the Prime Minister
that the Reagan Administration had not made up their minds
on a number of issues, she had the impression that some of
their statements aggravated rather than softened the situation.
Mr. Rao continued that, bilaterally, the Saudi Foreign Minister's
visit had been very important. New areas of co-operation had
been identified and Protocols signed. The Prime Minister said
that she hoped to meet Prince Saud in Riyadh. In answer to the
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Prime Minister's question, Mrs. Gandhi said she had not visited
Saudi Arabia herself, though her father had done so.

Returning to the Iran/Iraq conflict, the Prime Minister
said it would be a great achievement if the Non-Aligned Group
could resolve it. !Mrs. Gandhi said that the prestige of the
two sides was involved. Mr. Rao added that, though the Non-
Aligned GToup had the goodwill of both sides, there were no
hard issues to get to grips with. When the Prime lMinister
remarked that the conflict had started over differences sbout
the Shatt-el-Arab, Mr. Rao said that the Iranians had taken
the line that there would be no difficulty over resolving
substantive issues, once the Iraqis had withdrawn. Sir John
Graham asked whether they had insisted on observance of the
1975 agreement. Mr. Rao conceded that the Iranians would want
to use that as a basis for discussion, but they were not inflexible
about it. Bani Sadr had made it clear that Iran would be flexible
on substantive issues. However, Mr. Rao did not rule out the
possibility that Iran's position would harden once negotiations
started. He said that both sides agreed that there must be a
package solution. They accepted that specific aspects of the
conflict could not be taken in isolation. Mrs. Gandhi said that

the various issues would have to be resolved simultaneously so
that neither side would lose face. Mr. Rao explained that when
the Iranians said that a ceasefire and withdrawal of troops
must take place simultaneously they meant that a decision about
both must be taken at the same time and that withdrawal must
follow as scon as possible after a ceasefire. Mrs. Gandhi
recalled that at the start of the conflict, dignitaries from
both sides had visited India and urged the latter to brand
their opponents as the aggressors. Mr. Rao commented that both
sides could only agree to a fact-finding mission on the under-
standing that its purpose was to identify the aggressor. It
would be better to deal with the issues and leave the

allocation of responsibility on one side.

~
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US/Indian Relations

The Prime Minisker told Mrs. Gandhi that the world seemed
to her to be an increasingly dangerous place. This being the
case, it was a pity that relations between India and the United
States were not closer. It was not easy to understand the
difficulties which had arisen. One would have expected there
to be an affinity between the world's two largest democracies.
Was there anything that Britain could do to help?

Mrs. Gandhi said that in earlier days, her personal
relations had been very good with more than one American
President. She had got on well with both President Kennedy
and President Johnson. But there came a time when India put
a number of specific requests to the United States. In a year
of serious drought, they had asked for wheat and been refused.
The Russians had supplied it instead. Relations between the
Indian Government and President Nixon had never recovered from
this. Similarly the US had refused to help India establish a
state steel ihdustry. Here again the Soviet Union had been willing
to assist. Finally, the Americans had refused their help during
hostilities between India and Bangladesh.

Mrs. Gandhi was at pains to make it clear that she had
no sympathy with Communism as such. ©She was experiencing acute
difficulties with the Communists in a number of Indian states
and was at a loss to know how to tacklethem. The Soviet Union
had failed to back her in the 1977 election, preferring an
outcome in which she was narrowly returned to power. In the event
they had miscalculated:-and she had been defeated. But the fact
was that the Russians had helped on a number of crucial occasions.
An additional factor was that they were willing to accept payment
fer their exports to India in Rupees.

/Afghanistan and Pakistan
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Afghanistan and Pakistan

There was relatively little discussion on this occasion
about Afghanistan and Pakistan. On Pakistan, Mrs Gandhi had said
that whatever their assurances, the fact was that the Pakistanis
had been prepared to use whatever arms they had against India.

On Afghanistan, Mrs Gandhi was inclined to argue that the
Russians had always feared encirclement and that there had been
things going on in Afghanistan, before the Soviet intervention,
calculated to stimulate Soviet sensitivities about Afghanistan's
future orientation.

Immigration and the Nationality Bill

The Prime Minister told Mrs Gandhi that many of the
accusations made against the Nationality Bill were very unfair.
She referred to the amendments to it made in response to the
wishes of the Indian Government. The rights of existing UKPH
to enter the United Kingdom would be unaffected. Mrs Gandhi
said that she was bombarded with correspondence about UKFH.

Was there anything the British Government could do to increase

the numbers being taken. The Prime Minister had replied that

this would be difficult at a time when there were 2% million
unemployed in the United Kingdom and in the aftermath of the
Brixton riot. Britain was still taking very large numbers of
immigrants from India each year. The Prime Minister asked whether
it would be acceptable if UKPH were :substituted for dependants.
This was something which could be arranged administratively.

Mrs Gandhi replied that she did not know whether this would

be acceptable.

Commercial Relations

The Prime Minister said that she hoped the Indian Government
would consider very seriously the British tender for the Paradip
steel plant. British industry could be relied upon to do a good
job. The contract would be very helpful to us in the context of
the unemployment problem. Mrs Gandhi said that it was very
difficult to take quick
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decisions in matters like this. If things happened too rapidly,
there was always a risk of the accusation that money had changed
hands.

Internal

Mrs. Gandhi said that her visit to the North East had been

(1A

a great success.
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Points to make

1. Pleased that MOU will be signed for this sector,
which reflects importance of sector to India and to
the UK, history of considerable cooperation, and

scope for future cooperation.

2. Reference made in MOU to considerable potential
for collaboration in creation of new power generstion
capacity. This refers to proposals we have put
forward, in response to reguests by Indian Minister
of Energy, for construction of a 1000 MW super
thermal power station involving attractive financial
package of special aid and long term credits, and
technical assistance in all aspects of station
design, construction and maintenance. This would
entail a negotiated contract, with appropriate
safeguards to ensure international competitiveness
(ags achieved in -Hong Kong). Result would be saving of
12-18 months from normal tendering procedures,

competitive price and attractive financial package.
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3. Given India's urgent need for new power generation
capacity, hope these proposals will be of mutual

benefit. Hope we can agree to work towards the

objective of collaborating in setting up this super

thermal power station, and that officials/companies
can be asked to commence negotistions soon, with a
-\"_'_'_"-_--_"‘-\-__ —
view towards reaching early agreement.

Revised background

1. The recent developments on the power station

package have been as follows:

(a) The GOI have agreed to an MOU on the

Power Bector, after some persuasion.

(p) However, the reference in the MOU to the
proposals for the new power station have been
watered down, and now merely refers to
"considerable potential for collaboration in
new power generation capacity".

(¢) The body primarily responsible for this
reluctance/watering down is the Finance Ministry
(the Ministry of Power are broadly in favour of
our proposals). They are concerned about
negotiated contracts (as opposed to competitive
tendering) because of difficulties in ensuring

competitiveness of the price. They imply that

the financial proposals are not sufficiently
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attractive to make them settle for the UK at
this stage, when they have received other

proposals from other countries.

2. However, it is possible that the reservations of the

Finance Ministry could be overcome if there wae sufficient

political impetus and hence we have suggested the points to

make as above.
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INDO/PAKISTAN RELATIONS

1. There has been endemic hostility between India and
Pakistan since partition in August, 1947. The two countries

were at war with each other—im 1965 and 1971.

2. Mutual suspicion runs so deep, irrational fears are

so easily aroused and public comment on each other is so
frequent that it is never easy to assess at any given time
how each government sees the other.

a—

3. Pakistan is conscious that India has the power to
reduce it over the years to the position of a client

state. It sometimes fears that that power might even be
Tised to dismember Pakistan. Since the invasion of Afghani-
stan it has tended to be even more suspicious of India's
relations with the Soviet Union. 1In a letter of 12 February
to the Prime Minister, President Zia dwelt at length on
what he called the Indo/Soviet ''strategic alliance'' and
—_—
talked of the danger of Pakistan hd;IEEhEE-EIEE% a war on
two fronts. ==

R ——
4, India dislikes several aspects of Pakistan's foreign

policy, including its close relations with China and the

Islamic countries. But it is particularly concerned at

present by the American offer of a substantial economic
and military aid package to Pakistan. It argues that on

earlier occasions the ''arming'' of Pakistan has led the
latter into military agQSEEEEBn against India. Also, that
the incorporation of Pakistan in a US sponsored ''strategic
consensus'' of countries opposed to the Soviet Union will

increase tensions in the area. Indian suspicion of US policy
is such that it would probably oppose any greater American

——— e
involvement in the area.

—_—
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5. We very much doubt whether India has any interest in
the dismemberment of, or even instabilityhfﬁ, Pakistan.
The opportunities this would present for further Soviet
advances towards the borders of India are disturbing to
India. India can have no interest in absorbing Pakigf;n,
ﬁT;E_the implications that would have for the Hindu/Moslem
balance in India. And the threat of fresh communal
disorders in Pakistan spreading to India would, in the
light of history, be a most disturbing prospect. But if
India does not envisage the extreme measures which the
Pakistanis in their worst moments fear there probably is
truth in the Pakistani charge that the Indians seek a
certain hegemony in the area. Cé;tainly, the smaller states
of the sub-continent from Pakistan to Bangladesh, Nepal

e —

— ey
and Sri Lanka, express this belief from time to time.

Indian consciousness of its weight and power in EEE area
often leads it to behave in such a way as to fuel those
fears.

6. It seems unlikely that Indian fears that the rearming of

Pakistan will lead to aggression against India have any

justification. The military disparity between the two has

increased greatly, to the advantage of India, since the
T—

last war in 1971. Pakistan's forces are very much smaller
——————
and are poorly equipped and their defence purchases have

been limited in recent years. Pakistani fears of Indian

aggression may be no more justified. As stated above India
can have little interest in absorbing Pakistan or promoting
instability there. But one qualification is necessary. If
India comes to beiieve that a Pakistani nuclear test is

imminent (and Indian doncern about a possible test is
————E

inereasing) the option of some pre-emptive action may be

considered.

7. 8Since the Simla agreement in 1972 both sides have been
prepared/
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prepared to talk about the need for rapprochement but
have done little more than talk. When Qgsigfan turned
down the first offer ofjgi assistance after the Soviet
invasion of Afghanistan the Indians seemed more ready to
admit that Pakistan needed a capability to defend her
Western borders. Mrs Gandhi seems to have conceded the
5Bint at her (first) meeting with President Zia at
Salisbury in April 1980. But recent Indian statements
cast doubt on whether this attitude is unchanged.

—

8. The problems of rapprochement were illustrated when
the Pakistan Foreign Minister visited Delhi in July 1980.
His public references to the Kashmir dispute and India's

arms purchases provoked mutual recrimination in the Indian
and Pakistan press. There has since been little sign of
attempts to improve relations. Last year's Indo/Soviet

arms deal, differences over the handling of the Afghanistan
situation and now over the US approach to Pakistan have
probably brought relations to a new low point. In a speech
on 9 April Mrs Gandhi dwelt at some length on these develop-
ments but added that India continued to adopt a patient
approach towards the normalisation of relations and that

her Foreign Minister would visit Pakistan soon.

CONFIDENTIAL




BRIEF FOR THE CALL ON THE PRIME MINISTER BY MR. R. VENKATARAMAN,
INDIAN FINANCE MINISTER

1 Glad last year's good monsoon and recent improvement in

the core sectors such as coal have led to present recovery of
Indian economy. Now that domestic o0il production back to normal,
how do you see balance of payments problem?

2, Britain's long standing economic co-operation with India
has intensified in last few years. Trade higher. Transfer of
technology greater. Increasing interest by British industry in
the Indian market.

35 UK is particularly well placed to co-operate in core sectors
of the Indian economy, e.g. coal, power, steel, where British
technology first rate. Can put together highly competitive
financial packages.

4. Glad to announce provision of new coal sector grant of
£10 million. Glad we have been able to provide aid for Thal
fertiliser plant (if approved in time).

5. Committed to free trade. Despite recession and appreciation
of the pound we have resisted protectionism and maintain few
barriers against Indian exports. British market offers much to
Indian exporters.

6. Pleased that, despite reduced overall aid programme, bilateral
aid to India reached £140 million in 1980/81, a record level and
£17 million more than 1979/80. This was the biggest bilateral
programme to India, and by far our largest bilateral programme.

Tia Balance of programme reflects priorities of both Governments -

includes projects of mﬁtual industrial importance and projects

that help India's poor. All our aid te India is in grant form.

B3 (Defensive). Essential public expenditure cuts at home,

plus commitments to European Community and IDA mean aid to India
this year, as to virtually all countries, will have to be reduced.
But India remains a priority for us, and our aid will remain

/ substantial




substantial. India also benefits from British contributions to
multilateral organisations such as IDA and EC. Britain a strong

supporter of more EC aid to India.

a, (Defensive). Appreciate India's concern that China's
membership of World Bank may affect India's IDA share. Must await
proposals from World Bank on implications.

10. Recognise problems faced by India and many developing
cbuntries, and want practical progress. Welcome Mexico Summit.
Should be informal, and deal with limited range of issues.
Those suggested - trade, food, energy, finance - a good choice.

11, As Brandt Report highlighted, mutual benefit is best basis
for joint action by industrialised and developing countries to

secure global economic recovery. Mutual benefit characterises

Indo/British economic relations, and must continue to do so.

1i2e - AD
The Prime Minister should mention the new coal sector grant,
SO we can announce it thereafter, and our grant for the Thal

fertiliser project (see below) if we have approved it by then.

13. MULTILATERAL AID ISSUES

India is a large borrower from World Bank Group, both IBRD
(more or less commercial terms) and IDA (concessional terms), and
is concerned by the likely effect of China's Joining the World
Bank on India's share (traditionally 40 per cent) of IDA funds.
This has prompted India recently to seek a loan for the first
time from the Asian Development Bank. If the issue is raised with

us we should express sympathy, say we await proposals from the
two Banks, but should give no undertaking on how we should respond.

India will also be concerned that the effectiveness of the 6th
IDA replenishment is delayed by the US Congress, and will
appreciate the special measures taken by Britain and others to tide
IDA over.

India's relations with the World Bank were strained recently
when the Bank withdrew a large loan from the Thal fertiliser project
/because they




because they were dissatisfied with the selection of the consultants
in which Mrs. Gandhi is thought to have had an interest). But the
recent farewell visit by Mr. McNamara, President of the World Bank,
seems to have put things back on course. Our grant for Thal

(which we hope to announce before the Prime Minister's visit) should
please the Indians, including Mrs. Gandhi personally.

India is the largest recipient of EC aid among the non-
,associated countries - receiving about $96 million a year, partly

for projects, partly for food aid. We have long supported India's
case for more EC aid.




PROGRAMME BRIEFS

Wednesday, 15 April
1. Union Territory of Delhil

2. Rashtrapati Bhavan
3, Gandhi Samadhi/Mahatma Gandhl
(Raj Ghat)

Thursday, 16 April
4, Indian Parliament/Political Parties

Friday, 17 April

5. Faridabad/Maryana

6 Lgcorts JCB Ltd, TFaridabad

7. Maharashtra State/Bombay

8 Bharatiya Vidya Bhavan/Institute for
Master of Management Studies

Saturday, 18 April

9. Elephanta |

10. Bhabha Atomic Research Centre (BARC)
11. Bombay Chamber of Commerce




. UNION TERRITORY OF DELHI:

Lieutenant-Governor:; Mr S. L. Khurana,

Population; 6.2 million (1981 estimate)

Religious communities: Hindus 83.82%, Muslims 6.4%%, Sikhs 7.16%

Languages: Hindi, Urdu, Punjabi.

:QEQQ;, situated at the strategic entrance to the fertile Indo-Gangetic plain,
by tradition traces its history back to the city of Indraprastha (1450-1000 BC) .,
Siuce that time, Delhi has for long periods been an important seat of power, and
has witnessed the passing of numerous dynasties and empires, In the area now known

as Delhi, up to 15 cities have been built, not layer upon layer, but contiguously.

What is now Old Delhi is the seventh of the eight more important cities and
SRS
vas founded in the 17th century by the Moghul Emperor, Shah Jehen (who also built

the Taj Mahal).

The British established Calcutta as the capital of India, but in 1917 King
George V, on the occasion of the Coronation Durbar, announced that Delhi would
once aguin become the capital of India and that a new. ity would be built., Work
was begun immediately but progress was suspended during the First World Wur, and
the new city was not formally inaugurated until 1921. The general plan of the city
spreads from a line of origin which ties Raisina Hill, on which the Vicerepgal Palace
(now Rashtrapati Bhavan) end other Government buildings were built, to the Jama

Masjid in O0ld Delhi.

At 60° to this line lies the greut processional avenue, Raj Path (originally
culled Kingsway), which is flanked by ornamental tanks and many more recent
Government buildings. &t one end of Raj Path is the 411l India War Memorial , known

as India Gate, & h2-metre high arch designed by Sir Edwin Lutyens. The foundation

/stone




.stone was laid in 1921, and it was dc ed in 1931. It commemorates the 70,000

Tndian soldiers who died in the First World War.

Delhi today is a thriving, expanding city, which hes welcomed migrants Ffrom
all over India but particularly a lerge Punjabi population which thronged to the
city after partition. It has relatively little industry, though the recent expansion
of the town has attracted a number of consumer geods menufacturers. Most of the
indust;ies serving Delhi are, however, located in the satellite towns of Ghaziabad,
which is over the Jamuna River in Utter Pradesh, and Faridabad, south of the city

in Haryana,

The main "industry" of Delhi is government. Related to this, it is a substan-
tial publishing centre - seven Bnglish daily newspapers, three Hindi ones, and
two Urdu. 4 very large number of journals and magazines are published in Delhi,
as plso it isithe headquarters of a number of India's main book publishers. Other
services appropriate to a capitel city, such as India's second largest airport,

are also substantial employers. ¢

01d Delhi is an important distribution centre, and conteins a wide range of

cottage industries such as, for exanmple, silver=-work.

Delhi has & per capita income twice the all-India average, but nevertheless
most of India's wealthy people live not in Delhi but in Bombay, which is the

headquarters of many industries, most banks and much of the film industry.




DEIHI: RASHTRAPATI BHAVAN

Originally known as Viceroy's House, Rashtrapati Bhavan is now the

official residence of the President of India, Designed by Sir Edwin Lutyens,
it was completed and occupied in 1929, the first Viceregal occupant being
Lord Trwin, It cost approximately £14 million to build, an eighth of the
estimated cost of building the whole of New Delhi, The last Viceregal
occupant was Lord Mountbatten,

Rashtrapati Bhavan consists of a central block gurmounted by & dome
177 £t above the road, Around the central block are four wings, The main
entrance is from the Dast, up thirty-two steps which lead to a portico of
12 pillars ‘each nearly 30 ft high, From the portico, the vestibule, lined
wilh marble, leads to the domed Durbar Hall, The Hall is in the form of a
citeular marble court 75 £t in diameter, The dome is gupported by groups
of yellow marble pillars, The polished floor reflects the vhite marhle

walls, and also includes panels of Italian rosso porfrico framed in white,

Around the Durbar Hall are the State Rooms including a wood~panelled dining
room, and the library, which has a floor consisting of grey, white and
yellow marble inlaid in patterns of interlacing circles,

On either side of t he Durbar Hall marble staircases lead to the private
apartments on the first floor. There are 54 bedrooms in all,

Do the west of the palace is & raised garden, populerly kmown as the

Moghul gardens, behind which is a park containing gtaff houses and quurters,

1o the east, between the palace and the twin north and south government
secretariat blocks, lies the Creat Court about 4 mile long and 200 yards
wide. In the centre of the court stands the Jaipur Comuwemorative Column,

& gift of the Maharajah of Jaipur.




. GANDHI SAMADHI/MAHATMA GANDHI

The Gandhi Samadhi (Gandhi Memorial) is at Raj Ghat, by the Jamuna River,

and is the site where Mahatma Geandhi was cremated on 31 January 1948. Gandhi had

been shot the previous day by & Hindu fanatic while walking to his customary prayer

meeting in the house of the Birla famiiy where he was staying. The Gandhi Semedhi
~is now a place of pilgrimage, visited by foreign dignitaries and Indians alike.

A stone footpath, flanked by lawns, leads to the shrine. In the centre of a walled

enclosure is a low square platform of black marble with Gandhi's last words

ey Ram (0, God) engraved upon it.

Mohandus Keramchand Gandhi, known as the Mahatma (great soul) or Eapu (tather)

was born on 2 October 1869 in the princely state of Porbandar on the coast of
Gujarat (Western India), Gandhi's father and grandfather acted as dewan (equivalent
to Chief Minister) to the ruling family of Porbandar, The Gandhi family belonpged

to & sub-caste of the Vaisya caste, the traders who come third in the Hindu caste
hierarchy after Brahmins (priests) eand Kshatriyas (warriors and nobles).

-

Tn 1881 when he was 12, Gandhi married Kasturba, the daughter of & local
merchent. Although they lived apart (in traditional Indian style) for the first
yeurs of their marriage their first child, a son, was born before Gandhi decided
to go to Englend in 1888 to study law at the Inner Temple. He passed his Dar

exeminations in December 1890 and returned to India the following June. Two more

sons were born before Gandhi decided to accept the offer of a job in South &frica .

us & lawyer in the service of a Gujarati merchant resident there. Soon after
grriving in South Africa CGandhi was forcefully removed from & train from Durban

to Eretoria because & white passenger objected to his travelling in the first-claoss
compartment. This famous incident was regarded by Gandhi as one of the turning
points of his life. He stayed in South Africa, with brief interludes in India,
until 1914 earning a reputation as an activist fighting for the rights of Asiuns.
lle returned to India in 1915.

/After




After the end of the First World War Gandhi embarked on a political career
as a leader of the emerging Indian nationalism. From 1919 until his death in
1948 much of Gandhi's life was intertwined with India's struggle for Independence.
He founded the Non-Cooperation Movement in 1920. He was arrested in 1922 but
only served just under two years of a six year sentence. He then stayed out of
politics until 1928 when the Congress turned to him to help them to decide whéther
to p;ess the British for dominion status, or all out independence. He decided
to lead a civil disobedience campaign against the salt laws. In March/april 1920
Gandhi led the famous salt march from Ahmedabad (Gujarat) to Dandi, 200 miles away

on the coast, where, after making some salt, he was arrested. This sparked off

thousands of others around the country to make salt and court arrest.

In 19%1 Gandhi went to Englend, for the Round Table Conference, where he tried
to persuade theyNational Government to give India independence. He returned to

India in 19%1 and for the next seven years had little to do with politics,

Gandhi returned to the Congress movement in 1938 to settle a dispute between
Nehru and Subhas Chandra Bose, in which he favoured Nehru. “When the Second World
Wur begen Gandhi advised the Congress party to make a last bid to win independence

by non-violent meens.

After the end of the war, Gendni's influence on the Congress Party waned, its

leuding spokesmen being Mehru, Maulana Azad and Patel. #s Independence approached,:

Gundhi devoted all.his efforts to trying to restore communal harmony and to trying
to prevent the Hindu-Muslim riots which in the end broke out over large arcas of

Northern India.

On 30 January 1948, as Gandhi was walking to his daily prayer meeting in the
gurdens of Birla House in Delhi where he was staying, Nathurem Godse, & 37-year old
Bruhmin fanatic shot him because he believed that Gandhi's religious tolerance had

1ed the Hindus to lose the battle for Hindu India by ceding Pakistan to the Muslims.




INDIAN PARLIAMEND/POLITICAL. PARTIES

Phe Indian Parlisment functions in a similar manner to Westminster
and consists of two houses, the Lok Sabha (House of the People) and the

Rajye Sabha (Council of the States), The Lok Sabha has 542 Members of

Parliament elected by universal adult suffrage for five years by a

first-past-the-post ballot from constituencies in every State and Union
territory., In addition the President nominates two Anglo-Indian MPs,

The Rajya Sabha consists of 232 MPs indirectly elected on a proportional
representat;on basis by the State legislatures and Councils of the Union
Perritories, It also has 12 MPs nominated by the President on the basis
of their "special lkmowledge". Rajya Sabha MPs hold office for six years,
one-third retiring every two years, The Vice-President of India is

ex officio Chairman of the Rajya Sabha,

The powers of the two houses are similar (both can call Ministers to
answer questions or speak in debates whether the Minister is a member of
that housze or not) but money bills can only be introduced in the Lok
Sabha, Any amendments to legislation suggested by the Rajya Sabha must
be approved by the Lok Sabha, The machinery for resolving any deadlock
between the two houses is a joint sitting, in which the Rajya Sabhe menbers
constitute less than one-third of the whole,

The present party positions are as follows (March 1981):




Lok Sabha: Rajya Sabha:
Congress (I) Congress
Lok Dal Janata

CPM BJP

DMK Lok Dal

BJP Congress U

Congress U CPI

Janata CPM

CPI Others (including
nominated and

Others (including vacancies)

Speaker, 2 deputies
and 21 vacancies) 60

The parliament building, originally known as the Council Chamber, is an
inspiring circular structure with a diameter of 114 metres, It was designed
by Sir Herbert Baker (who worked with Sir Edwin Lutyens in designing most
of the early important buildings of New Delhi), The foundation stone was
laid by the Duke of Comnaught in February 1921 and it took five years to

build,
FOLITICAL PARTIES

The Janata party that ruled India 1977-1980 has gplit into different
groups: The largest is the Lok Dal party although it is itself split into
two wings, one led by former Prime Minister Charan Singh the other by

Raj Narain, The Bharatiya Janata Party (BJP) is led by the able former

foreign minister, Mr A B Vajpayee. It has links with the Hindu funda-
mentalist organisation Jana Sangh, The small Janata rump is led by
Chandra Shekhar one of the ablest of younger Indian MPs,

Phere are two Indian Communist parties: The Communist Party of

Tndie (CPI) and the Communist Party (Marxist). The latter is the senior

partner in State Governments in West Bengal, Kerala and Tripura, It
supports improved Indian/Chinese relations but has in recent years moved

closer to the pro Soviet CPI party from which it originally split:




. FARTDABAD/HARYANA

Faridabad is about 14 miles South of Delhi just into the state of Haryana on
the main road to Agra. After the partition of India & new township was established
by the Government of India at Faridabad mainly to rehabilitete refugees from the
North West Frontier Province. In 1951 an Industrial Estate was established to
provide employment for the new settlers. A number of advantages, but chiefly its
proximity to Delhi, soon enebled this small industrial estate to develop into one
of the l&rggst industrial areas of Northern India, It now has over 2000 factories,

]

small, medium and lerge providing employment for about 20,000 people.

The products manufactured include tractors, motor cycles, automobile components
including tyres and tubes, electronic components, process instruments, shoes,
refrigerators and airconditioning equipment, textiles, chemicals and crockery.

The Faridabad industrial complex now encompasses the towns of Badarpur and Ballabgarh.

There are about 20 British connected companies in this area. These include:

a) BEscorts Tractors Ltd

b) Escorts JCB Ltd

¢) Usha Telehoist Ltd

d) Talbros Automotive Industries Ltd
e) Poritts & Spencer Ltd

The state of Haryana, population estimate 12.8m (1981), was established as a

separate state in 1966 following the division of the old state, Punjab, into three
states on linguistic lines (Punjab, Himachal Pradesh and Haryena). Three-quarters
of the population of the state are engaged in agriculture and, because of &
successful agricultural policy, the state is in surplus in foodgrains, particularly
wheat and rice. The state capital of Haryana is Chandigarh, much of which was
designed by Le Corbusier. The Governor of Haryana is Mr G D Tapase and the Chief

Minister Mr Bhajan Lal (Congress (I)).




ESCORTS JCB LIMITED

The company is a subsidiary of Escorts Ltd one of the
largest and fastest growing private sector companies in India.
'Escorts Ltd was established in Lahore in 1944 but moved to
India at the time of partition and became a public limited
company in 1957. It is one of the leading manufacturers of
tractors (there is a very successful collaboration with Ford UK)
and also produces motorcycles, industrial equipment and
automotive components.

Escorts JCB Ltd is a collaboration with J C Bamford
Txcavators Ltd of the UK. It is the first time that J C Bawmford
has entered into a collaboration overseas. The company was
incorporated on 1 February 1979 with a paid up capital of
£430,000 divided 60/40 between Escorts and JCB. The first

excavator loader was produced in August last year with a

50:50 imported and local component ratio; it is intended
progressively to indigenise the components. The company hopes
to produce between 80-100 machines in the first year and by tlhe
end of the 5th year it is planned that the company will be
producing 500 machines.

The Chairman of Escorts JCB Ltd is Mr H P Nanda. He is the
driving force behind Escorts but is ably assisted by his son,
Rajan Nana, who is Vice Chairman. Mr Iain McDonald, the
Product Engineering Manager is on a two year secondment to the
company from J C Bamford. He is married with one child.




@ MAHARASHTRA/BOMBAY :

Capital: Bombay

Governor: Air Chief Marshal O P Mehra (Rtd)

Chief Minister: Mr A R Antulay (Congress I)

Population: 622m (1981 estimate)

Religious Communities: Hindus 82% Muslims 8.5% Buddhists 6.5%

Language: Marathi

Maharashtra became a separate state in 1960 when the former Bombay province
was split into Gujarat and Maharashtra on a linguistic basis. It is a well-
administered state and has been ruled by the Congress Party since 1960 apart
from a break in 1978 when a faction of Congress under Mr Sharad Pawar formed
a coalition with a number of other parties and took over power. It now has a
Congress (I) Government under Mr A R Antulay, the State's first Muslim Chief

Minister.

About 70% of the population depend on agriculture. Despite certain
geophysical disadvantages (large parts of Maharashtra are hilly - the
Western Ghats) Maharashtrian agriculture has become relatively prosperous,
thanks in particular to irrigation schemes, both large and small. The
principal food crops are wheat, rice, maize and pulses, while the major

cash crops are cotton, sugarcane, groundnut and tobacco.

The State's natural resources - sizeable deposits of iron ore, coal,

manganese ore, bauxite and limestone - have helped local industries as well
as exports. At the present time, offshore oil and gas resources are making
a great contribution not only to Maharashtra's prosperity and importance but
to the Indian economy as a whole. At Tarapur, close to the border of Gujarat

is one of India's atomic power stations. Fuel for Tarapur has been a major




irritant in relations between India and the United States,
Nearer Bombay, at Trombay is the Bhabha Atomic Research

Centre (see separate brief), started with Canadian help.

Maharashtra has a high urban concentration around the industrial centres
! of Bombay and Poona, the most important in Tndia. The major industries are
textiles, vegetable products, chemicals, pharmaceuticals, engineering goods
and electronics. The film industry is also a major employer. Maharashtra
is India's major sugar-producing state and the "Sugar Barons' of Western
Maharashtra, who control the sugar cooperative factories, wield considerable
political influence in the state. The Eastern part of Maharashtra, Vidarbha,
ig much less industrialised. Indeed, the area has so little in common with

Western Maharashtra that there is quite an active campaign for a separate state.

In Bombay itself (estimated population, 1981, 8.2 million) there are

some immensely wealthy industrialists, including Parsis (eg. the Tata family),
Gujaratis and Marwaris (from Rajasthan). There are very few large landowners
in the rural areas: most landholdings are small, partly as a result of the
legal enforcement of ceilings on the size of holdings. The urban industrial
workers generally live in very crowded slums, unless they are fortunate
enough to be employed by the firms outside the city proper where housing is
provided. The large CGodrej and Tata concerns provide excellent housing and
other amenities, as do the large State-owned Corporations. The prominent
urban middle classes live in the new high-rise buildings in the city of
Bombay and suburbs and exercise & strong economic and social influence.

There tend to be marked socisl groups based on culture and language the
Parsis, Gujaratis, Maharashtrians, Goan Christians, Bengalis and S0 One

The Parsis and Christians are the most Westernised. These features are

less apparent outside Bombay, even in Poona and Nasik, both large industrial

centres. In the smaller towns and villages, society is still very parochial.




Maharashtra has a strong militant tradition. The Maratha leader Sivaji
(1627-80) is a great Hindu hero and was responsible for beginning to roll back
the Moghul empire which fell into irrevocable decline after the death of
Aurangzeb in 1707. The 18th century was one long series of wars, both internecine
and against the British (the Maratha wars). In the 19th century, Poona was one
of the centres of intellectual revolt apgainst British rule - symbolised by
B G Tilak and his Journal "Kesari'. It was at this time that Poona became an
important British Cantonment. The Duke of Wellington proposed the road through
the Western Ghats linking Bombay and Poona. The Indian National Congress was
first formed in Bombay in 1883 and during the subsequent Independence Movement
Mahatma Gandhi and other prominent members of Congress carried on their political
activities in this region. This was a period of great advances in education and
to this day Maharashtra has a higher than average literacy rate and its womenfolk
are traditionally independent minded and comparatively '"liberated''.

1

Interesting archaeological sites in Maharashtra include the famous caves

of Ajanta and El;ora near Aurangabad. The Ajanta Caves are places of worship,
carved out of an amphitheatre formed by a high gorge. The paintings in the caves
dating from Buddhist times (about 200 BC to 650 AD) were rediscovered in 1819 by a
British officer. At Illora are the wonderful temples cut downwards into the rock,
the earliest of these dating from about 350 AD, The Elephanta cave temples across

the harbour from Bombay date from between 450 and 750 AD. (see separate brief)




Bombay, now the capital of Maharashtra, was given by the Portuguese to
Charles II as part of the dowry of Catherine of Braganza whom he married in 1661,
but the actual transfer did not take place until 1665. Bombay was then a group

of seven islands and in 1668 these were handed over by the King to the East

India Company, at an annual rent of £10 in gold. This was paid until 1730. One

of the terms of transfer was that the English should support the Portuguese in
India against the Dutch. The Dutch were gradually driven out, but the Portuguese
resented fbe growth of English settlements and carried on sporadic wars up and
down the West Coast. The original English trading "factory' was at Surat, now

in Gujarat, but the wars made it unsafe and in 1687 the Presidency was transferred
to Bomb?y, followed in 1708 by the establishment there of the main trading centre

of the Bast India Company.

The real founder of Bombay city was Gerald Aungier, appointed President by
the East India Company in 1669. He persuaded the Parsi community to move to
Bombay from further up the coast in 1670 and Gujarati traders soon joined them.
These two communities have made major contributions to the prosperity and wealth

of Bombay since that time.

After the treaty of 1983 with the Portuguese, Bombay settled down to rapid
development, although still troubled by attacks from the Marathas and from the
famous pirate Kanhoji Angrey. Forts built along the coast during these periods

can still be seen along the Western shores from Surat to Goa.

Bombay's development as a commercial centre has been matched by a process
of radical geophysical change: the seven islands of Bombay were pradually joined
together through drainage and land reclamation. It gradually lost the description,
given to it by 17th century foreign travellers, of "a charnel-house'' where 'two

monsoons are the life of a man'.




In the 18th century Bombay became an important city and its harbour a
naval base and a busy port. Lord Nelson is said to have visited Bombay in
1975 when a midshipmen on the "SEAHORSE", then serving in the Persian Gulf.
There is a small dry dock in the present Mazagon Dock (the main Indian naval
dockyard) where the MSEAHORSE" is said to have been refitted. In 1892 Bombay
became the headquarters of the Royal Indian Marine, and of the Royal Indian

Navy in 19%4.

Many buildings in Bombay are of historical interest. What little remains

of Bombay Castle (now an arsenal) and Fort St George which guarded the harbour,

are a focal point in the old town. The Government Dockyard and warehouses were

built in 17%6. King Edward VII as Prince of \Wales, landed here in 18?5, by
which time it had been considerably extended. Beyond the docks there was an old
ice-house where ice from Massachusetts used to be stored. Nearby is a finely
decorated building which was the Royal Alfred Sailors Home, now a part of the

Government's Council Chamber. Opposite this building a fountain was erected

to commemorate the visit of the Duke of Wellington to Bombay in 180k. In

Colaba, the southern-most part of Bombay, is St John's Church, popularly known

as the "Afghan Church", built to commemorate the First Afghan War, and

consecrated in 1858. On Colaba Point are the old lighthouse of 1771 and an

old European cemetery. There are also the imposing offices of the Port Trust,
the University (1874), the High Court (1879), the Prince of Wales Museum (1905)

and the Gateway of India (1924).

Bombay is now the undisputed commercial capital of India, many older
firms having moved their headquarters from Calcutta. More than 30 percent
of foreign investment in India is centred in Bombay and its hinterland.
Bombay contributes %2 percent of India's income tax and 50 percent of all

excise duties. It is also the centre of banking in India.

/Bombay'S.eees.




Bombay's main industry - textiles - has had difficulties in recent years,
but other industries such as chemicals, pharmaceuticals, heavy engineering and
electronics have achieved rapid growth. Labour problems, however, have caused

& certain amount of disruption.

Bombay's population is now close to & million and the suburbs have spread

some 20 miles to the North. In the city proper there has been a rash of high-

rise buildings, presenting a sharp contrast between the areas in which the affluent
live and the slums which are the homes of half the city's population. Its
transport problems are becoming increasingly difficult.

The name "Bombay' was generally considered to have been derived from the
Portuguese "Bonn Bahia! (Fair Bay), but the local name "Mumbai" seems to indicate
that it came from the Goddess Mumba, patroness of the fisherfolk, one of the many
forms of Parvati, consort of Siva. There has recently been a move to re-name

Bombay as Mumbai, but the suggestion has not gathered much support.




THE BHARATIYA VIDYA BHAVAN

Founded in 1938 by Mr K M Munshi, the Bharatiya Vidya Bhavan has
developed into a vast organisation with 27 centres spread all over India,
a centre in London established in 1972 and another one coming up shortly
in New York.

The main purpose of the institution is to preserve and propagate
Indian philosophy, history, culture, art and the Sanslkrit language as well
as to promote scientific studies., It endeavours to achieve this through

its numerous cultural and educational institutions, publications and

journals in different langusges including English, and other programmes,

One of its prestigious publications is an 11-volume series on the History
and Culture of the Indian People.

In the education field the Bhavan's institutions range from the primary
school to post-graduate study level, Its institutions teach a variety of .
subjects such as engineering, farming techniques, mass communications,
management, printing, foreign languages, astrology, horticulture, Yoga, Indian
mugic, Indian dancing ete.

The new Institute for Master of Management Studies is intended to
provide post-graduate degree courses in management, The Institute will be
housed on the Andheri Campus of the Bhavan where 5% acres of land have been
allotted to it, The total cost will be 15 million rupees (approx £800,000),
The first series of courses are scheduled to begin in June 1981,

Until the Bhavan secures authority from the Government of India to
gfant degrees in its own right, the Institute of Management will be
affiliated to the University of Bombay, The Institute, which will have
foreign and Indian students will open centres for research in various

functions of management and also consultancy for industry and business,




ELEPHANTA

Blephanta (called Gharapuri by Indians), a small island about six
miles east of the main island of Bombay, is famous for its caves, which
date from 450 - 750 ad, ‘'here was an ancient city on the island, not
far from which was a mass of rock shaped into an elephant from which -
the European name comes, In September 1814 the head and neck dropped
off and in 1864 the remainder was removed and re-erected in 1912 in

Victoria Gardens, Bombay,

The -caves are approached by steps and are about 250 ft above sea

level, Although there are seven caves in all, the one to which visitors
go is the Great Cave which once served as a temple to the Hindu god Shiva,
and which has huge sculptures and relief panels, On either side of the
8teps which lead into the main hall of the cave there are sculptures of
lions, The hall itself was originally supported by twenty-six columns,
hovever eight of these have fallen down through seepage of water,

The hall is oriented east to west, and at the western end is the
Lingam shrine, The lingam, a % ft high cylindrical stone is the emblem
of Shiva and worshipped by his devotees, Throughout the cave there are

numerous reliefs depicting various episodes from the myths of Shiva,




Private Becretary

AFTOTOXIN
A The Prime Minister asked for a note on this substance.

2 Aflotoxin is the derivative of a fungus which grows on
ground nuts when they are not properly stored. As well as
being the most powerful known carcinogen it is also a toxin in
its own right and can be fatal both to livestock and to humans.
It is especially dangerous when it gets into poultry feed and
ducks in particular are hypersensitive to it.

< )‘
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THE GENERAL ELECTRIC COMPANY LIMITED

1 Stanhope Gate * London Wi1A 1EH
TELEX 22451 + Cables: Polyphase London W.1 + Telephone: 01-493 8484

PRIVATE & CONFIDENTIAL:

14th April, 1981

T.P. Lankester Esq.,

Private Secretary to Prime Minister,
No.1l0 Downing Street,

London, S.W.1.

Dear Tim,

STEEL MILL: INDIA

I attach our correspondence on this subject with Sir
Kenneth Clucas and other Permanent Secretaries. You will
note that Sir Kenneth Bond's latest epistle has, for obvious
reasons, not yet been the subject of a reply, so the
correspondence is far from closed. I understand that Taylor
Woodrow and Vickers have sent similar letters supporting their
case.

The main theme of the correspondence is that the case for
HMG giving exclusive support to the Davy-McKee bid as a UK
national bid in opposition to Mannesmann-Demag is hardly clear
cut. Indeed some would argue that the UK content of
Mannesmann's bid is rather better in some ways than that of
the Davy bid.

However, my purpose in sending this correspondence to you
is to suggest that it might well be wise to maintain a
reasonably open minded attitude about these competing bids and,
if the Indians begin to show some preference for Mannesmann, for
HMG to be flexible in supporting the substantial British content
of that bid, .

d&&}é o Yours sincerely,

-~

John Lippitt

Regimred at London No. 67307. Registered Oﬁiu 1 Stanhope Gate London Wid 1EH




THE GENERAL ELECTRIC COMPANY LIMITED
| STANHOPE GATE ' LONDON WIA IRH
01-490 84864
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13th April, 1981

Sir Kenneth Clucas, KCB
Permanent Secretary,
Department of Trade,

1 Victoria Street,
London, SW1H OET.

: lgéhkf‘gfﬁf fﬁﬂ\rxci:’

INDIAN STEEL PROJECT

Thank you for your letter of 10th April.

Whilst I accept that the Prime Minister has
been fully briefed on the content of my letter of
1st April, I cannot pretend to understand why HMG
has taken such an inflexible attitude in its exclu-
sive support of the Davy McKee bid with aid. We
believe the value of the UK work content of both
the Davy McKee and Mannesmann Demag bids is almost
the same (just under £300m.). Moreover, the Davy
McKee UK content covers only the standard design of
raw material handling plant and mechanical parts
for the blast furnace, with the high technology
parts being manufactured overseas. These are:-

Siemag Schloemann, Germany All Rolling Mills
Krupp Koppers, Germany Coking Plant with an
alternative offer
from France
GHH, Germany Steel Melting
Alsthom, France All Electrical Equipment
CEC, France Sinterplant.

On the other hand, the Mannesmann Demag UK
content includes high technology electrics (GEC),
civil design (TW) and workshop and laboratory equip-
ment (Vickers). It follows that the Davy McKee bid
leaves to the foreigners the elements most attractive
for UK industry.

i
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There are also advantages to the UK to be gained
from Mannesmann Demag in terms of future export orders
and technological advance in electrical and civil design.
GEC, by its own efforts, has secured a position with
Mannesmann Demag where, in competition with Siemens, all
the electrics would come to the UK, despite Mannesmann
Demag facing strong and continual pressure from the German
authorities to favour their own home supplier. All this
is in the future, but it should not be detrimental to Davy
McKee with whom GEC has, and wishes to maintain, a close
association.

} Your reference to the possible inclusion of GEC in the
Davy McKee package, if their bid is successful, does not
allay our misgivings. We have confirmed today with ECGD
that the present financing limits for this project, and for
India overall, could not possibly accommodate the GEC
content for the electrics as well as the present Davy

McKee content, and it would be for decision by HMG to
inerease the ceiling to accommodate this proposal. In
addition, the present contractual obligations as between
GEC and Mannesmann Demag, not to mention presumably Davy
McKee and Alsthom, could not easily be overturned to make
this a feasible proposition.

GEC believes that the Prime Minister, in her
discussions in India, will wish to adopt a pragmatic view
on the relative benefits to the UK of both the British and
German bids. After all, there is always the possibility
that if the Indian Government were to prefer the Mannesmann
Demag bid on price and technology, and if the proposal
were backed by an appropriately co-operative attitude by
the Prime Minister and her officials, the UK might secure
this business without having to advance as much of the aid
as has been promised in support of the Davy McKee bid.
However, this is a bridge which can only be crossed when
it is reached, and I merely mention the point to illustrate
the need for flexibility on the part of HMG at all stages
of these negotiations. 7

ours sincerely,

/-u\bf/‘( MQ/

. R. Bond

Sir Michael Palliser
Sir Peter Carey




DEPARTMENT OF TRADE
1 VICTORIA STREET
LONDON SWIH OET

TELEPHONE DIRECT LINE 01 215 5?85
SWITCHBOARD 01 215 7877

From the Permenent Secretary .
Sir Kenneth Clucas, K.C.B. 10 April 1981

K R Bond Esq

Deputy Managing Director

The General Electric Company Limited
1 Stanhope Gate

LONDON W1A 1EH

A@u [ @mt,

Thank you for your letter of 1 April concerning the GEC "
involvement in the Mannesmann Demag bid for the Indian |\
Coastal Steel Plant. The facts you have given on the GEC\
involvement have been taken into account in the briefing |
for the Prime Minister. However, as I think you know, th
Government's position on the Coastal Steel Plant has been
unequivocal for some considerable time. The exclusive A
linkage of the aid to the UK led package has been made
clear to the Government of India on & number of occasions,
and indeed I stressed the same point when I was there ten
days ago.

The reasons for this exclusive linkage are well known, and
do not need rehearsing. However it has always been a

matter of regret that the limitations of ECGD cover meant
that the UK content could not be increased to accommodate \
GEC electrics in the UK led package. However, in the event
that Davy win the contract, I am sure they will do their \
best to bring GEC into the eventual package. ‘

I am sending a copy of this letter to Sir Michael Palliser
and Sir Peter Carey.

KENNETH CLUCAS




1st April, 1981

Sir Keanneth Clucas, KCB
Permanent Secretary,
Department of Trade,

1, Victoria Street,
London, SW1H OET.

Dear Sir Kenneth,

With regard to the forthcoming visit to india,
the Prime Minister and her officiels will no doubt
wish to be aware of the respective interests of UK
manufacturers in the large project to comstruct and
equip a new SBteel Works at Paradip, Orissa. There
appear to be only two main contractors for this con-

tract, Davy McKee and Mannesmann Demag.

Although Davy McKee is a British firm, and
Mannesmann Demag is West German, the fact is that both
bids contain a substantial amount of work for UK
industry, and both bids iavolve substantial foreign
participation. The Department of Industry has full
knowledge of the composition of the Davy McKes offer,
which nominates a French company to provide the elec~
trics.  The information provided in this letter con-
cerning the UK content of the Mannesmann Demeg bid is
commercially confidential.

In its submission to India, the West German
company gave details of sub-contractors and principal
suppliers from whom it had received tenders. Thie
submission is attached as Appendix I to thise letter,

! T
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which shows that GEC, Vickers (VC) and Taylor Woodrow
(TW), all UK companies, feature prominently. As GEC
made the best technical and commercial offer for the
electrical equipment, GEC has been nominated by
Mannesmann Demag ae sole supplier for such equipment
for Paradip. In addition, GEC of Indis Limited, one
of the largest electrical companies in India employlng
about 10,000 people, has been nominated by Mannesmann
Demag to undertake erection of the electrical equipment.

UK industry's participation tarough Mannesmana
Demag amounts to just under £300m. out of a total pro-
Ject price of about £1,050m. But this comprises mostly
high technology equipment, of which £125m. would be for
GEC. The UK content of manufacture is actually higher
than the West German share (about £220m.) and is more
than for any other country included in the bid.

These figures are only for Stage I of the pro-
ject; for GEC, this represente about 2,500 man years
of employment. But if 8tage II is included, thie
figure rises to just under 5,000 man years of employ-
ment. The work would be mainly for factories in the
Midlands. Additional orders would accrue to Vickers
and Taylor Woodrow, and no doubt these companies would
be pleased to give you details of the work which they
have already been nominated to undertake.

The Davy McKkee sponsored bid is being exclu-
gively supported by £150m. of UK ald. However, as the
Indisng are aware of the large UK content of the
Mannesmann Demag offer, they are quite likely to ask
the Prime Minister apout HMG's attitude to supporting
the UK content of the Mannesmann Demag bid with UK aid
41f the Indian Government wish to award them the contract.
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In case this queation is raised, and in view
of the substantial business which would flow to GEC
factories, I wish to draw to the Prime Minister's
attenticn the benefits accruing to the UX from a
successful Mannesmann Demag bid even if that of Davy
McKse is not successful. We feel it {3 reasonable to
expect lMG's attitude with respect to aid in this
matter to recognise that fact.

I am sending a capy of this letter to Sir
Michael Palliser at the Foreign and Commonwealth
Office, and to Sir Peter Carey at the Department of
Industry.

Yours sincerely,

Bt

Mr. C.P. Jansen
Mr. J.N. Scott
Mr. A.J. Lippitt
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Mr Alexander
) separate copies
Mr Lankester )

SUPPLEMENTARY BRIEFING

s I attach copies of background briefs on Indian citizenship
legislation, Jinnah House and on the Pragati lMaidan Trade Fair
Complex*which it seems prudent to classify.

2 I glso attach a short brief on the proposed invitation to
three or four young Congress I members to visit the United Kingdom
as guests of MMG, which it was agreed in London would not be
included in the main briefing.

Be For ease of reference I attach also the suggested form of
words for the Prime Minister to use when signing the Visitors Book
at the Rej Ghat (serial 5 in the amnotated programme) and the text
of the Prime Minister's short speech at Bamnauli (serial 40 in the
annotated programme). The last sentence of the speech remains to be
completed when the Indians finally let us kunow what they want (it
will not necessarily be a gift to the school).

4, TFinally, I understand that gifts are being brought for the
President, Mrs Gandhi and the Govermor of Maharashtra. I attach a
revised list of Indian recipients of photographs which takes into
account changes in the Prime Minister's programme since the earlier
list was compiled. We have been adviged by Protocol that gifts and
photographs for the President and members of his household should
be given to the Deputy Military Secretary; those for the Governor
of Bombay and his household to his lMilitary Hecretary; and all -
others, including the gift for Mrs Gandhi, to MEA Protocol. However,
the Prime Minister may prefer to disregard this advice and hend the
gift for Mrs Gandhi to her personally. Gifts from the Indian side
for the Prime Minister and her party will be given to either this
High Commission or to one of her Private gSecretaries.

/é?i(‘ éaéfggm;dbdi_f/

14 April 1981 C A X Cullimore

* There is a separate unclagsified brief on the Pragati Maidan
in the folders for the party.
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BACKGROUND

SUMMARY OF INDIAN CITIZENSHIP ILEGISLATION

1. The basic provisiomgoverning Indian citizenship are
contained in the Citizensghip dect 1955 and in Clauses 5-11 of
the Constitution which was enacted on 26 January 1950. The
following is a summary of the main provisions and in particular
of their effect on Citizens of the United Kingdom and Colonies

(CUKCs) .

(a) Children born in India after enactment of the Constitution

are automatically Indian citizens at birth irrespective of
the nationality of their parents. However, as Indian
legislation does not allow for dual nationality, this
citizenship is forfeited if the person subsequently acquires

the citizenship of another country.

The position of persons born before enactment of the

Congtitution is that, to be deemed citizens, they must
have had their domicile in India at enactment and (i) have

been born in India or (ii) had at least one parent born in

India or (iii) have been resident in India for not less

than five years immediately before enactment. In short
any one of these three stipulations on its own is not

sufficient unless the person concerned was domiciled in

/India
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India at the time of enactment. The only definition of
domicile we can find is that it "involves an intention

to regide permanently.

Citizenship by registration

The requirements regarding citizenship by registration are
complicated. Their effect on CUKCs is, broadly speaking,
that those CUKCs who are persons of Indian origin or women
married to Indian citizens. may acquire citizenship by
registration on application. This applies whether or not
they are resident in India at the time of application.
However, if their application is sanctioned they must
renounce their other citizenship before they can be

registered as Indian citizens.

CUKGs other than persons of Indien origin or women married
to Indian citizens are debarred from acquiring Indian
citizenship by registration, apparently because the United

Kingdom does not recognise as citizenship laws the Indian

citizenship legislation (see extract from DSP Volume 43

Section 5.5 attached).

Citizenship by registration is not available to non-

Commonwealth citizens.

/Citizenship
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Citizenship by Naturalisation

(f) Citizenship by naturalisation is not available to citizens
of some of the main Commonwealth countries including the

United Kingdom or to citizens of Pakistan.

For those to whom it is available, the main qualifications
are that the applicant should:
(i) renounce his other citizenship;
(ii) have resided in India for 12 months immediately
preceding his application;

(iii) have been resident in India or in the service of the
Indian Government or both for not less than 4 years
of the 7 years immediately preceding application;

(iv) be of good character;
(v) have an adequate knowledge of one of the 14 languages
specified in the Constitution (English is not included);
(vi) intend to reside in India or continue in Indian

Government service.

2s It should be stressed that the above represents the High

Commission's best endeavours to interpret the relevant Indian

legislation. The interpretations given by the Indian authorities

whom we have consulted tend to differ from each other and to

vary from time to time.
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EXTRACT FROM DSP VOLUME 4% SECTION 5.5.2

The enasctments of Australia, South Africa and Southern Ehodesia

were all declared by the Home Secretary under Section 32(8) to

be citizenship laws for the purposes of the Act. Bulb because

tHe acquisition of citizenship automatically was so restricted
in the enactments of India and Pakistan, the enactments of
those countries were never declared by the Home Secretary to

be citizenship laws, and consequently persons who derived British

nationality through connections with British India and who have
not subsequently become citizens of India or Pekistan or of any
other Commonwealth country or the Irish Republic, still remain

British subjects without citizenship.

s e s ol ok ok K
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BACKGROUND
BRIER

JINNAH HOUSE

: Jinnah House, the residence of the Deputy High Commissioner
in Bombay, was built before Independence by the late llr Jinnah
for his family. After Independence the house was requisitioned
by the Government of India as enemy property. However, the

then Prime Minister of India, Jawasharlal Nehru, sought Jinnah's
views about the use to which the house should be put. Jinneh

is recorded as saying "It is a small house fit only for a small
European family or a refined Indian prince." Presumably partly
in deference to Jinnsah's wishes the Indian Government leased

the house to HMG and we have been in occupation ever since.

However, the present lease is due to expire on
25 December 1981 and the Indian Government served notice last
year that they would not renew the lease. The reason given
was that, following agreement that Pakisten could establish a
Consulate General in Bombay, they wished to make the house
available to be the residence of the incoming Pakistan Consul

General.

The present position is that the Pakistanis have not yet

set up a Consulate General and we have not been able to find

suitable alternative accommodation. The property market in

/Bombay
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Bombay is exceedingly difficult and virtually all property

transactions necessitate dealing in "black money". We have
informed the Indian Govermment that we have been unable to
find alternative accommodation and have put them on notice
that, unlesgs they can do something to help, we may not be

able to move out.
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BACKGROUND
BRIEF

INDIAN INTERNATIONAL TRADE FAIR (PRAGATI MAIDAN)

1., The biannual International Trade Fair held at Pragati Maiden
is in the nature of a "world fair", lasting up to four weeks. It
is not (whatever the Indians claim) primarily a commercial event.
British industry was sounded by the Department of Trade about
participation in the last (November 1979) Fair and showed very
little interest. The COI therefore mounted an information stand

to ensure that the UK was not entirely unrepresented.

2. The next fair will be in November this year. The Department
of Trade is now considering whether even an information stand
can be justified on grounds of cost if there is little support
from industry. It is unlikely that many British companies will
wish to participate. 8everal other EC countries are believed
also to be unenthusiastic about the event, regarding it as of

limited commercial value.

Defensive line to take if asked about British participation

5 I understand that possible British participation is under

consideration by the Department of Trade. They will no doubt be

in touch with you in due course.
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INVITATION TO MRS GANDHI TO SEND YOUNG CONGRESSMEN TO BRITAIN

Line to Take

% Sir John Thomgon suggested last year that you might send
three or four young Congress party members to visit Britain as

our guests.

e This ig an excellent idea. It would increase understaﬁding

between the younger generation in India and Britain.

5. We would ensure the visgitors returned with a greater

understanding and knowledge of Britain.

Background

4. In September 1980 Sir John Thomson invited Mrs Gandhi, through
her Private Secretary, to send 3-4 young Congress (I) members to

the UK at HMG's expense. The invitation was repeated in writing

in December 1980. Mrs Gandhi has not replied.

S The purpose of the visit would be to expose influential
young Congress workers (not necessarily MPs) to modern Britain

and to improve ' our links with the ruling party.




PROPOSED ENTRY Il THE CERENMONITAL BOOK, GANDHI SAMADIT,
RAJ GHAT

Gandhiji was a man of deep wisdom and humanity

whose life and teachings remain an inspiration to the

whole world. His message of peace and brotherhood are
as relevant today as ever. It is a great honour to

pay tribute to his memory here today.
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PROFPOSED SPEECH AT BAMNAULT

I am grateful to the people of Bamnauli for their warm welcome
and their hospitality, and to the Indian Agricultural Research
Ingtitute who helped to arrange my visit. I have been most
interested in what you have shown me, and particularly in the
great strides you have made in food production. When I was last
in India I was impressed by the revolutionary possibilities which
the new varieties of grain and the new cultivation techniques
offered for increased cereal production. Your village is a
striking example of what can be achieved. India has been
transformed from a country where every monscon failure brought
the spectre of widespread famine, to one which is self-sufficient
in cereals. Many experts consider that this represents one of
the greatest agricultural advances since men firgt began to farm

the land. You have played a part in that historic achievement and

it is something of which you can be justly proud. I am particularly
pleased that scientistsg from my own country will be able to help
in this task by working with their counterperts at the Indian
Agricultural Research Institute to find ways in which costly
fertilisers can be more effectively utilised and to develop even
better varieties of wheat. I have greatly enjoyed meeting some
of the people of Beamnauli albeit very briefly, and in particular
geeing some of your children. It is the children who carry our
hopes for the future. As a former Minister of Education myself,
I am well aware how vital education is. I am glad to see the
dedication with which both pupils and teachers are applying
themselves to the task. I am particularly pleased to say that,
on behalf of the Government and people of Britain, I am meking

a gift to the school which will enable ...
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FM DELH| 14@E5@Z APR 81

TO IMMEDIATE FCO

TELEGRAM NUMBER 412 OF 14 APRIL.

FOLLOWING FOR SAD AND NO. 1id
MY TELNO 4@4e VISIT OF THE PRIME MINISTER: RACE RELATIONS AND

THE NATIONALITY BILL

1. A NUMBER OF TODAY’S ENGLISH LANGUAGE PAPERS CARRY EDITORIALS
WH{CH TOUCH ON THE PRIME MINISTER'S VISIT AGAINST THE BACKGROUND ..
OF THE BRIXTON RIOT, THE TIMES OF INDIA SAYS THAT THE COINCIDENCE |
OF THE TWO EVENTS SPOTLIGHTS AN ISSUE WHICH CANNOT BE SKIRTED
DURING MRS GANDHI’S DISCUSSIONS WITH THE PRIME MIN[STER. QUOTE

THE ISSUE IS RACISM IN BRITAIN AND ADOPTION BY THE GOVERNMENT OF

A POLICY WHICH CAN MAKE SENSE ONLY IN RACIAL TERMS UNQUOTE. THE
EDITORIAL NOTES THAT BRITISH GOVERNMENTS OF WHATEVER POLITICAL
COMPLEXION HAVE TIGHTENED IMMIGRATION CONTROLS IN RECENT YEARS QUOTE .
BUT IT IS ONLY MRS THATCHER'S GOVERNMENT WHICH HAS DEVISED A
NATIONALITY ACT WHICH OPENLY DISTINGUISHES OME CLASS OF BRITISH

CITIZENS FROM ANOTHER ON THE BASIS OF COLOUR TO THE D|SADVANTAGE OF
THE COLOURED ONES UNQUOTE, THE EDITORIAL SUGGESTS THAT THE INDIAN
GOVERNMENT SHOULD EXPRESS TS CONCERN MORE FORCEFULLY TO THE ONLY
CIVILISED COUNTRY WHICH HAS QUOTE RESORTED TO SUCH CRUEL PRACTICES
AS VIRGINITY TESTS, BONE X-RAYS TO DETERMINE AGE, AND INVOLUNTARY
STERILIZATION OF WOMEN UNQUOTE. '

2. TURNING TO FOREIGN AFFAIRS, THE TIMES OF INDIA SAYS IT IS
MOT CLEAR WHETHER BRITISH FOREIGN POLICY IS DICTATED BY STRIDENT
HOSTILITY TO THE SOVIET UNION OR AN AWARENESS THAT REGIONAL
PROBLEMS CANNOT BE VIEWED WHOLLY IN AN EAST-WEST CONTEXT. THE
EDITORIAL GOES ON QUOTE THE REAGAN ADMINISTRATION 1S LAUNCHED ON
A COURSE OF ACTION WHICH, IF ADHERED TO AND PUSHED TO ITS LOGICAL
CONCLUSION, CANNOT BUT END IN DISASTER... MRS THATCHER HAS
WHOLE-HEARTEDLY ENDORSED THIS COURSE OF ACTION UNQUOTE. THE PAPER
CONCLUDES ‘BY SAYING THAT THE PRIME MINISTER’S VISIT WILL ALLOW MRS
GANDH| TO SET OUT INDIA®S CONCERN ABOUT THE THREAT TO INDIAN
SECURITY WHICH WOULD BE CREATED BY ANY REARMING OF PAKISTAN.

/ 3. THE NATIONAL




3. THE NATIONAL HERALD, A DAILY OWNED BY THE RULING CONGRESS
PARTY, COMMENTS EDITORIALLY THAT BRITAIN IS WITHIN HER RIGHTS TO
REJECT NEW IMMIGRANTS, BUT CRITICISES THE QUOTE ATMOSPHERE OF
HATRED UNQUOTE AGAINST BRITISH CITIZENS OF NON-WHITE ORIGIN CREATED
NOT ONLY BY MR POWELL BUT BY QUOTE MOST CONSERVATIVE POLITIC]ANS
UNQUOTE. EDITORIALS IN THE STATESMAN AND THE HINDUSTAN TIMES ABOUT
THE BRIXTON RIOT ARE MUCH MORE BALANCED THAN THOSE IN THE TIMES

OF INDIA AND NATIONAL HERALD, THOUGH THE HINDUSTAN TIMES REFERS

TO GUOTE THE RACIAL OUTLOOK OF THE BRITISH RULING CLASS UNQUOTE

AS THE MAIN CAUSE OF CONCERN FOR NOM=WHITE IN BRITAIN.

4 THIS EDITORIAL CRITICISM |S BALANCED BY A NUMBER OF MORE
HELPFUL PIECES. THE TIMES OF INDIA CARRIES ON ITS FRONT PAGE THE
PRIME MIN|ISTER’S MESSAGE TO THE INDIAN PRESS, WHILE THE INDIAN
EXPRESS PUBL|SHES ON ITS LEADER PAGE AN ARTICLE UNDER MY NAME

ON RACE RELATIONS IN BRITAIN AND THE NATIONALITY BiLL.

THO MSON

[COPIES SENT TO NO 10 DOWNING STREET]




FROM: Eldon Griffiths, M.P.
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HOUSE OF COMMONS
LONDON SWIA OAA

“DGM ]ﬂ/\w WU, ; 14th April, 1981.

BRITISH BID FOR INDIAN TELECOM SYSTEM

:3 Mrs. Gandhi has several times indicated that she is
worried about the unity of India. With so many and diverse regions,
tribes and religions, the dangers of fragmentation are never
far away, especially in areas like Assam. A point I have made
to Mrs. Gandhi,which she readily accepts, is that the British
united India - by means of the Indian Army, the ICS, the legal
system and the railways. Why not, again, via modern telecom?
More recently, in conversation with Mr. Stefan, the Minister

of Telecommunications, I remarked that his top priority must be
to keep the central government of India better informed about
separatist pressures on the periphery - by telephone. Stefan
fastened onto this. I suspect Mrs. Gandhi would too.

2. India's present telephone system is appalling. To 'phone
from Calcutta to Delhi can take the better part of a day - and
when eventually the call comes through, it is very often inaudible.
Campaigning in her constituency, Rae Barelli, Mrs. Gandhi was
completely cut off. We could not even 'phone from Lucknow to
Delhi!

Lt She therefore accepts the need to modernize the system.
Whether she appreciates the wisdom of moving directly from the
old electro-mechanical system to a fully digital system is less
certain. Swraj Paul, who spoke to her son, says he (Raji)
recognizes that it would be folly for India to install in the
rural communities which are to be the first "targets" of the
telecom improvement programme, systems that already are obsolete.
Raji is also aware that the higher price of digital systems can
more than be made up by greater reliability and reduced costs

of maintenance.

4. The crucial point, for the British bid, is that India
should go "digital" in the first 60,000 line rural exchange
development to be financed by the World Bank. If Plessey gets
this order the British consortium will be well placed to win
the bigger future contracts for System X in the urban areas.

5 The advantages of System X - and digital exchanges generally -

are set out, perhaps oversimply, on the attachedpaper. The bull
points are Reliability ...Speech quality ... Comparability with
other advanced systems ... Low costs of maintenance etc.

Continued.




HOUSE OF COMMONS
LONDON SWIA OAA

6. The bid for the rural contract at present are thought
to be as follows:

Fully Digital £M Sterling
GTE Italy - 30% digital 13.41

Plessey - 100% digital 13.84

STN Norway - 100% digital 15.04
Hitachi - and several others 16.45
Non-Digital
Gold (Korea) - obsolete 9.03
Isura (Yugoslavia) " 10.89
GTE (Italy) older system - 10.8
7 If the Indians _optfor a cheap, but obsolete system, with
very high maintenance costs, they will choose one of the Korean
and Yugoslavian systems. Alternatively they would get more
lines from Siemens at a cheaper price per line. But if they

can be persuaded of the advantages of going digital - because
it is the world system of the future - the British bid looks

the best. ﬂ WM‘:@&

},}‘ Eldon Griffiths.

Rt. Hon. Margaret Thatcher, M.P.
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TO I|MMEDIATE FCO

TELEGRAM NUMBER 411 OF 14 APRIL.

- INFO ROUTINE WASHINGTON, |SLAMABAD, PEKING,

PRIME MINISTER’S TALKS WITH MRS GANDHI

1. MRS GAHDHI IS VERY EXPERIENCED AND WILL NOT NECESSARILY STICK
TO HER BRIEFS. ON THE BASIS OF MY TALKS WITH HER, | BELIEVE SHE WILL
WANT TO CONCENTRATE ON AMERICAN INTENTIONS, SOVIET INTENTIONS AND
HOW THE TWO |MPRINGE ON THE BALANCE OF POWER, ESPECIALLY IN THIS
PART OF THE WORLD.

2. | BELIEVE THAT MRS GANDH! WILL BE WILLING TO SAY (PERHAPS WITH
SOME TACTFUL ENCOURAGEMENT):

(A) THE SOVIETS SHOULD LEAVE AFGHANISTAN WHICH SHOULD BE I NDEPENDENT,
SOVEREIGN AND NON=-ALIGNED WITH A FREELY CHOSEN GOVERNMENT (THOUGH

IT WOULD BE UNREALISTIC TO AIM FOR AN ANTI-SOVIET GOVERNMENT) SEMI-
COLON :

(B) THE SOVIETS SHOULD KEEP THEIR HANDS OFF POLAND SEMICOLON

(C) THE SOVIETS ARE GENUINELY VORRIED ABOUT THE CONTINUATION OF
THEIR SYSTEM (WHICH INDIA DOES NOT ADMIRE) AND NOT LEASE ABOUT THE

EFFECT OF ISLAM IN THEIR CENTRAL ISLAM REPUBLICS.

(D) INDIA HAS NOT THE SLIGHTEST INTENTION OF ATTACKING OR COERCING
PAKISTAN, DOES NOT HAVE AN ANTI-PAKISTAN POLICY CONCERTED WITH THE
SOVIET UNION, CERTAINLY DOES NOT WANT A COMMON BORDER WITH THE
SOVIETS AND RESENTS ACCUSATIONS TO THE CONTRARY. INDIA WOULD LIKE
A STABLE INDEPENDENT PAKISTAN., MRS GANDH! MAY STOP SHORT OF ASKING
THE PRIME MINISTER TO REASSURE GENERAL ZIA, BUT SHE MIGHT BE GLAD
TO KNOW THAT THE PRIME MINISTER WAS WILLING TO DO THIS,

(E) INDIA HAS NO FUNDAMENTAL QUARREL WITH PAKISTAN AND WOULD BE READY
TO SETTLE THE KASHMIR QUESTION ON THE LINE OF ’’ACTUAL CONTROL*'.
WHILE IT MAY TAKE SOME TIME FOR PAKISTANI OPINION TO EVOLVE IN THIS
DIRECTION, INDIA WOULD MEANWHILE BE READY TO |MPROVE RELATIONS, THE
PAKISTAN NUCLEAR PROGRAMME PERMITTING. .

(F) INDIA RECOGNISES THAT EVERY COUNTRY HAS THE RIGHT TO ACQUIRE
A REASONABLE SUPPLY OF ARMS FOR SELF DEFENCE AND WOULD HAVE NO
OBJECTION TO PAKISTAN ACQUIRING AMERICAN ARMS ON THE SAME SORT OF
TIME SCALE (17 TC 15 YEARS) THAT APPLIES TO OUR SALE OF JAGUAR TO
INDIA OR THE SOVIET—INDIAN ARMS DEAL.

(G) INDIAN RECCGNISES THAT PAKISTAN 1S IN A DIFFICULT SITUATION
MOT LEAST BECAUSE OF THE REFUGEES AND WOULD UNDERSTAND HUMANITARIAN
ASS|STANCE TO THE LATTER.

CONFIDENTIAL /(H)
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(H) INDIA DOES NOT BELIEVE THAT CHINA IS SUPPLYING FISSILE MATERTAL
TO PAKISTAN AND IS READY FOR A CAUTIOUS BUT STEADY |MPROVEMENT IN
SINO~|NDI AN RELATIONS WHILE LEAVING THE FRONTIER QUESTION ON ONE
S| DE.

3 ON THE OTHER SIDE OF THE COIN, MRS GANDHI IS ALLERGIC TOsz
(A) THE MILITARY CHARACTER OF THE REGIME IN PAKISTAN,
(B) ITS NUCLEAR POLICY AND THE APPARENT US CONDONATION OF |T.

(C} THE IDEA THAT PAKISTAN MIGHT CEASE TO BE NON-ALIGNED AND MIGHT
BRING THE COLD WAR TO (NDIA’S FRONTIER.

(D) USING PAKISTAN AS A CONDUIT FOR WEAPONS TO THE MUJAHEDDIN,
WHICH IN HER VIEW OBLIGES THE SOVIETS TO STAY IN AFGHANISTAN AND
IS LIKELY TO PROVOKE A SOVIET RESPONSE THAT WILL DE-STABILISE
PAKISTAN IF NOT THE WHOLE AREA.

(E) A RAPID SOPHISTICATED ARMS BUILD-UP SUCH AS PROPOSED BY THE
AMERICANS EG. ABOUT DOLLARS 3.5 BILLION OVER THE NEXT 5 YEARS
(1SLAMABAD TEL NO 174) WHICH MIGHT BE USED EITHER IN ACCORANCE

WITH PRECEDENT, AGAINST INDIA OR FOR AN OVER—-ADVENTUROUS POLICY

VIS A VIS THE SOVIETS AND AFGHANISTAN. ARMS EVEN ON THIS SCALE wOULD
BE OF MO REAL USE IF THE RUSSIANS DECIDED TO INVADE PAKISTAN.

(F) HAIG'S ’’STRATEGIC CONCEPT FROM PAKISTAN TO EGYPT'' WHICH WILL
WORSEN INDO-PAKISTAN RELATIONS AND MORE OR LESS OBLIGE THE INDIANS
T0 DRAW FURTHER AWAY FROM THE US AND POSSIBLY ALSO CHINA.

(6) BEING TOLD BY THE AMERICANS (OR ANYBODY ELSE) HOW INDIA SHOULD
BEHAVE.

be MRS GANDH| IS PROBABLY WILLING TO RECOGNISE THAT MOST
DIFFERENCES OF PERCEPTION BETWEEN OUR 2 COUNTRIES STEM FROM OUR
DIFFERENT VIEWS OF SOVIET INTENTIONS, SHE SEES THE RUSSI ANS AS
NECESSARY FRIENDS AND HAS LITTLE REGARD FOR THE AMER | CAN WAY OF
DOING THINGS, WHICH SHE SUSPECTS IS AS LIKELY TO PROVOKE AS TO HALT
SOVIET EXPANSIONISM. SHE WiLL LISTEN WITH INTEREST AND RESPECT TO
ANY EXPOSITION BY THE PRIME MINISTER OF HOW WE FROM OUR POSITION IN
WESTERN EUROPE VIEW THE SOVIET UNION.

THO MSON [COFIES SENT TO NO 10 DOWNING ST.]

LIMITED NEWS D
SAD Ps/LES
FCD P3/MR BLAKER
NAD PS/FUS
EESD SIR J GRAHAM
DEF D MR DONALD
ACDD
FED
JNU
ESSD
i
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TO IMMEDIATE FCO
TELEGRAM NUMBER 404 OF 13/4/81

FOLLOWING FOR SAD AND NO1@.

VISIT OF THE PRIME MINISTER: RACE REL;TIONS IN BRITAIN AND THE
NATIONALITY BILL

1. RACE RELATIONS IN BRITAIN AND THE NATIONALITY BILL CONTINUE

TO ATTRACT ALMOST DAILY ATTENTION IN THE INDIAN PRESS, THE STATESMAN,
THE DOYEN OF THE ENGLISH LANGUAGE PRESS, CARRIED ON 11 APRIL A LONG
ARTICLE ENTITLED QUOTE BRITAIN'S RACE BILL UNQUOTE BY PROFESSOR
MICHAEL DUMMETT OF OXFORD UNIVERSITY, WHO INVITED THE INDIAN
GOVERNMENT AND PEOPLE TO QUOTE CONVEY TO MRS THATCHER THEIR DISMAY
AT THE FINAL REPUDIATION OF THE COMMONWEALTH IDEA BY THIS BILL
WHICH UNILATERALLY ABOLISHES THE COMMON STATUS ALL COMMONWEALTH
CITIZENS NOW BEAR UNQUOTE. EDITORIAL

COMMENT IN OTHER PAPERS HAS BEEN MORE INTEMPERATE. THE PIONEER
REFERRED AT LENGTH ON 7 APRIL TO QUOTE RACIST BRITAIN UNQUOTE

WHILE SEVERAL PAPERS HAVE WRITTEN ABOUT THE ALLEGATIONS THAT
IMM|GRANT WOMEN IN BRITAIN HAVE BEEN STERILISED WITHOUT THEIR
KNOWLEDGE, THE INFLUENTIAL TIMES OF INDIA UNDER THE HEADLINE QUOTE
MEVER ENDING HORRORS UNQUOTE, TODAY, THE BRIXTON RIOT 1S FRONT PAGE
NEWS, THOUGH SOME PAPERS SEE ECONOMIC RATHER THAN RACIAL TENBIONS
AS THE CAUSE.

2, ON THE PLUS SIDE, SEVERAL OF THE MAJOR PAPERS HAVE CARRIED RECENT
STATEMENTS BY THE HOME SECRETARY AND TODAY’S HINDUSTAN TIMES,
DELHI’S LARGEEST CIRCULATING ENGLISH DAILY, CARRIES THE PRIME
MINTSTER’S MESSAGE TO THE INDIAN PRESS ON THE EDITORIAL PAGE UNDER
THE HEADLINE QUOTE THATCHER PROMISES RACIAL EQUALITY UNQUOTE.

3, IT WOULD BE PRUDENT TO ASSUME THAT THESE 1SSUES WILL CONT I NUE
TO FIGURE PROMINENTLY IN THE PRESS THROUGHOUT THE VISIT, PERHAPS
PARTICULARLY IN EDITORIALS ONM 15 APRIL, AS WE HAVE INDICATED PREV-
OouUSLY (MY TELNO 244) THERE MAY ALSO BE DEMONSTRATIONS

DURING THE VISIT THOUGH THESE ARE UNLIKELY TO GO BEYOND BANNER
WAVING AND THE SHOUTING OF SLOGANS WHICH ARE A NOT UNCOMMON PART
OF THE DELHI SCENE.

DRl
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4. A FURTHER FEATURE OF DELH| OF WHICH THE PRIME MINISTER AND
HER PARTY MAY WISH TO BE AWARE IS THAT PROMINENT VISITORS DO NOT
ATTRACT LAGRE CROWDS. PRESIDENT GISCARD D?ESTAING, BREZHNEV AND
THE PRINCE OF WALES, TO CITE THREE VERY DIFFERENT VISITORS,
DROVE THROUGH RELATIVELY EMPTY STREETS ON ARRIVAL.

THO MSON

COFIES 'GENT 10

No. 10 DOWNING STRZET
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TO IMMEDIATE FCO

TELEGRAM NUMBER 473 OF 13 APRIL.

INFO |MMEDIATE DOT (FOR PEP AND CRE) AND ODA.

MIPT: PRIME MINISTER’S VISIT: ECONOMIC AND COMMERCIAL SPEECH'S.

INDIAN OPINION IS INCREASINGLY IMPATIENT WITH THE FACT THAT THE
COUNTRY’S ECONOMIC GROWTH REMAINS OBSTINATELY SLUGGISH. LONG-HELD
BEL |EFS AND BALANCE OF PAYMENTS PROBLEMS MAKE IT EXTREMELY
DIFFICULT FOR HER TO BREAK AWAY FROM THE REGIME OF AUTARKIC
DEVELOPMENT UNDER CLOSE GOVERNMENT SUPERVISION WHICH MANY BELIEVE
TO BE THE ROOT OF THE PROBLEM. HOPE 1S INSTEAD NOW PINNED ON A
NUMBER OF MAJOR FOREIGN CONTRACTS WHICH ARE DESIGNED TO INCREASE
THE CAPACITY OF PARTICULARLY SENSITIVE INDUSTRIES. IT IS NECESSARY
FOR BIDDERS FOR THESE CONTRACTS TO OFFER A JUDICIOUS COMBINATION
OF AID, EXPORT CREDIT AND BUY-BACK ARRANGEMENTS IN ORDER T0
MINIMISE THE IMMEDIATE FOREIGN EXCHANGE COST OF THE CONTRACTS TO
INDI A AND THUS MAKE THEM ATTRACTIVE IN PRESENT CIRCUMSTANCES. IT
IS ALSO NECESSARY, AS A RESULT OF THE CLOSE GOVERNMENT I NVOLVEMENT
IN INDIAN INDUSTRY, TO DO MUCH OF THE NEGOTIATION AT GOVERNMENT LEVEL

2, THIS IS A SITUATION WE ARE AT THE MOMENT WELL PLACED TO EXPLOIT.
IN THE LAST FEW YEARS BRITISH INDUSTRY HAS BEEN TAKING A GREATER
INTEREST IN INDIA, AS EVIDENCED BY THE INCREASE IN THE NUMBER OF
TRADE MISSIONS. OUR EXPORTS ARE RISING, BRITISH BANKS, PARTICULARLY
ONE OR TWO MERCHANT BANKS, HAVE BEEN QUICK TO EXPLOIT THE OPENING
PROVIDED BY INDIA’S GREATER WILLINGNESS TO TAKE UP COMMERCIAL
MONEY, AND THEIR EXPERTISE 1S RESPECTED. OUR AID PROGRAMME HAS
GIVEN US A FOOT IN THE DOOR OF KEY SECTORS SUCH AS COAL AND POWER
AND 1S NOW BEING USED MORE VIGOUROUSLY IN SUPPORT OF OUR COMMERCIAL
OBJECTIVES. THE MORE VISIBLE AND MORE AGGRESSIVE STANCE IN THE
INDI AN MARKET WHICH RESULT FROM ALL THESE FACTORS TOGETHER HAS NOT
GONE UNNOTICED BY OUR COMPETITORS OR BY THE INDIANS. MANY INDIANS,
IN THE PUBLIC AND PRIVATE SECTOR, HAVE REMARKED FAVOURABLY ON IT,
OFTERN COMMENTING THAT IT IS LONG OVERDUE.

-

. CONFIDENTIAL /3. THE PRIME
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3. THE PRIME MINISTER’S VISIT, FOLLOWING THAT OF LORD LIMERICK
AND HIS TEAM IN NOVEMBER 1987 AND THE SECRETARY OF STATE FOR
TRADE IN FEBRUARY 1981 GIVES US AN OPPORTUNITY TO IMPRESS AGAIN
ON THE INDIANS THAT WE TAKE THEM SERIOUSLY, WANT TO COOPERATE IN
THE DEVELOPMENT OF THEIR ECONOMY AND HAVE HIGHLY COMPETITIVE
EQUIPMENT, TECHNOLOGY AND FINANCE TO OFFER SEMICOLON AND (WITHOUT
SACRIFICING OUR OWN INTERESTS) TO SHOW THAT WE ARE ALSO SENSITIVE
TO THEIR CONCERNS SUCH AS PROTECTIONISM (ON WHICH OUR RECORD IS
ANYWAY GOOD) AND THEIR TRADING |MBALANGE WITH US.

b, THE VISIT COMES AT THE TIME WHEN THE DECISION ON THE MAJOR
CONTRACT WE ARE AFTER, THE COASTAL STEEL PLANT, IS |MMINENT.

WE HOPE THE VISIT MAY PROVIDE THE IMPETUS TO PUSH THE DECISION OUR
WAY, AND ALSO TO SECURE AGREEMENT IN PRINCIPLE OF COLLABORATION
ON A NEW THERMAL POWER STATION,

THO MSON

COPIES TO:

CRE
PEP DoT

2
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I1 CI PHARMACEUTICAL UNIT AT ENNORE,
MADRAS, INDIA

Imperial Chemical Industries (ICI), one of the leading foreign companies operating
in India, have made substantial investments in priority sectors of the Indian
economy. During the last three decades, assets of I C I's Indian subsidiaries have
increased substantially to the current level of £ 88 million (Rf, 1580 m.). The
sales turnover in 1980 from these investments was around £ 128 million (k% 2300 m.).
At the time of Independence in 1947, I C I had only one manufacturing unit in

India near Calcutta where caustic soda/chlorine was produced. Since thenIC I,
through its subsidiaries have established major factories at six different locations
in India. In these units, I C I subsidiaries produce a wide range of chemicals and
allied products, all of which are basic to India's industrial development viz
Fertilisers, industrial Explosives, Dyestuffs, Crop Protection Chemicals,
Polyethylene, Synthetic Fibres, Rubber Chemicals and Paints.

The newest among the factories set up by one of the I C I subsidiaries (The Alkali
and Chemical Corporation of India Limited) is located at Ennore in Madras where

a range of major bulk drugs with the formulations thereof are produced from the
basic stage. The total fixed capital investment in this plant is around £ 4 million
(', 70 million). This investment was made around 1977/78 when there was general
uncertainty regarding investment in the area of basic drug manufacture.

The Pharmaceutical unit went into production in June 1978. TUnfortunately it has

been incurring heavy losses since inception on account of the fact that the Government
of India has not yet fixed a fair price for its production. The Company's prices have
remained frozen at levels of 1970 and 1974 based on the then landed costs of bulk
drugs, Despite submissions on the true cost of manufacture verified since by the
Industrial Costing Wing of the Ministry of Industry, Government of India,
remunerative prices have not been granted so far.

This situation is paradoxical since the Pharmaceutical operations in India fully
conform to the requirements of the Drugs policy announced by the Government of
India in 1978. All the pharmaceutical products in its manufacturing range are
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produced from basic stages ; there are no requirements of imported,

canalised or locally produced bulk drugs. The products are ethical pharmaceuticals
developed by I C I through years of extensive research. The manufacturing
processes involve use of sophisticated technology and the formulations produced
conform to the highest international standards.

The necessary application to the Government of India for fixation of fair and
remunerative price was submitted way back in July 1978. The delay in clearing .
the price within the norms laid down by the Government is seriously eroding the
viability of the unit, Trading losses incurred during the last three years are

as follows :

1978 £ 0,9 million (R%, 16.3 m,)
1979 £ 0.3 million (R5, 6.4 m.)
1980 £ 0,2 million (R% 8.7 m.)

There is a case for hastening the process of approval of the legitimate price
increases for the unit based on cost data which has been verified independently
by the Indian Government,

I.C.I. House

34 Chowringhee Road,
Calcutta 700071

1st April 1981







From: THE PRIVATE SECRETARY

Howme OFrrice
QUEEN ANNE'S GATE
LONDON SWIH 9AT

13 April 1981

P

IMMIGRATION APPEALS

One of your colleagues told me on Friday
that you wished a defensive brief on the
Discussion Document on Immigration Appeals
for the Prime Minister to use during the
course of her forthcoming visit to India.

I attach a note accordingly.

(S W BOYS SMITH)

M O'D B Alexander Esq




THE GOVERNMENT'!'S DISCUSSION DOCUMENT ON APPEALS UNDER THE IMMIGRATION ACT 1971

Defensive Brief

Aim of the Review
1. The object is to find ways of reducing delays while at the same time

preserving a fair and reasonable system.

Status of the Review

e The document follows an internal Home Office review. The ideas in
it are being put out for discussion. No firm decisions have been taken

on any of them. Interested bodies are being invited to submit comments.

TImplications for Appellants in India

e Delays benefit appellants in the United Kingdom but are disadvantageous
to appellants abroade Out of a total of about 11,000 cases referred to
adjudicators in 1979 3,000 (representing about 9,500 appellants) were appeals

by people abroad seeking settlement in the United Kingdom. About half of
the time of adjudicators is spent on such appeals. If the system could be
streamlined it would help to reduce delays for appellants in India.

Effect on Rights of Appeal
L' The ideas in the document would not affect the ripghts of applicants

abroad to appeal against refusal of entry clearance,

(If asked)

S5e There would be no significant impairment of appeal rights. The
document suggests that the holder of an entry clearance who is refused leave
to enter should no longer have an automatic right of appeal to the Appeal
Tribunal against an adverse decision by an adjudicator. He would have to
seek leave to appeal to the Tribunal like other appellantse. Another change
suggested is the combgnation of the present separate rights of appeal
against refusal to extend stay,and against deportatioq’into one appeal.

The appellant would still be able to present his full case.




Procedures

6. The document suggests possible ways in which procedures might be

simplifie%,in order to speed up hearings and ensure that scarce resources

are devoted to the most serious issues.

Additional Rights of Appeal

e This is considered in the document. It is suggested that a right

of appeal might be given in some cases to illegal entrants, for instance
if they have lived in the United Kingdom for a long time. They would also
have the right to apply for bail.

Independence of Adjudicators

8a It is true that adjudicators are appointed by the Home Secretary.
But once appointed they may not be removed during their term of office
without the agreement of the Lord Chancellor. Adjudicators come under the
supervision of the Council on Tribunals. There is a right of appeal (with
leave) against an adjudicator's decision to the Appeal Tribunal, whoge
members are appointed by the Lord Chancellor.

Appeal Hearings Abroad

9« It is sometimes suggested that appeals by applicants for entry
clearance should be heard abroad. It would be impracticable to provide
hearings abroad. The appellant may submit all the evidence he wishes.

He is entitled to be legally represented at the hearing, if he wishes,

by the United Kingdom Immigrants Advisory Service, whose services are free.
His sponsor in the United Kingdom will normally give evidence at the hearing
and the sponsor's evidence will often be crucial in determining the

appellant's entitlement.




BRIEF FOR ALL ON THE PRIME MINISTER BY MR, PRANAB MUKHERJEE,
INDIAN MINISTER OF COMMERCE, STEEL AND MINES

K, Glad last year's good monsoon and recent improvement in

the core sectors such as coal have led to present recovery of
Indian economy. Now that domestic o0il production back to normal,
how do you see balance of payments problem?

2. Renewed understanding by both British and Indian businessmen
of each other's capabilities: collaborations, including transfers
of:technology, a key to the future.

35 UK industry active in the major sectors of Indian industry:
steel, coal and power, Pleased that 1980/81 has seen more British
Government-backed trade missions to India than ever before. Glad
that a wide area of collaboration has been reached on coal cul-
minating in Mou. Important to both UK and India that there should

be a major breakthrough in the other core sectors, notablyi

steel (Paradip) and power (package for 1000MW station).

4, Recognise that if Indo/UK trade is to continue to increase
it must be on a sound bilateral basis. Appreciation of India's
problems: willingness of UK to help. Measures proposed by

Mr. John Biffen:

(a) High level Indian Mission;

(b) TFinancial help for training in marketing techniques and

consultancies;

(¢) TFunding for Association of Indian Engineering Industry office
in London.

5. Commitment to free trade: despite recession and appreciation
of the pound we have resisted protectionism and maintain few
barriers against Indian exports. British market offers much to
Indian exporters. ;

/ Background




Background briefing on Indo/UK Trade

15, Total visible trade in 1980 worth £825 million. Balance

in favour of UK £213 million, UK is now India's third largest
supplier after USA and (only just) FRG. Main British exports

to India in 1980 included machinery (£134.8 million); transport
equipment (£154.3 million); loose diamonds (£92 million); iron

and steel (£28.1 million); investments (£19.0 million) and
elgctrical machinery (£14.3 million). Indian exports to the UK
were mainly in the traditional areas: tea (£66.2 million) and
clothing (£42.4 million) but included in increase in non-traditional
items such as engineering goods (£28,3 million).

2. Trade missions from the UK in 1980/81 have included the
Machine Tools Manufacturers Association, Engineeing Industries
Association, Electronic Component Industries Federation,
Association of British Mining Equipment Companies, Society of
British Aerospace Companies and the North of England Development
Couneil. A major Financial Times Conference was held in Delhi
in January 1981 at which the Secretary of State for Trade was

a principal speaker,

3. Fourteen senior industrialists took part in a major mission
led by the Earl of Limerick at the same time as the Prince of
Wales visit. (November 1980).

4, Indian missions sponsored by the Association of Indian
Engineering Industry, the Federation of Indian Chambers of
Commerce and Industry and the Electronic Components Industries
Association have visited Britain since October 1980. Visits

by Indian Ministers have included Mr. A.B.A. Ghani Khan Chaudhary
(Energy), Mr. Sharma (Shipping), Mr. C.M. Stephen (Communications)
and Dr. Charanjit Chanana (Industries).




~DEPARTMENT OF TRADE 1VICTORIA STREET LONDON SW1H OET Telephone 01-2185 7877

Fromthe Secretary of State

M O'D B Alexander Esq
Private Secretary
10 Downing Street

Iondon, SW1 /5 April 1981

éhﬂd Mat o
PRIME MINISTER'S VISIT TO INDIA
T enclose a speaking note for the Prime Minister's

meeting with Mr Mukherjee, the Indian Minister of
Commerce, Steel and Mines. ‘

Houn oy
(sthncs ogor.

CATHERINE CAPON
Private Secretary
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PRIME MINISTER'S VISIT TO INDIA

Meeting with Minister of Commerce, Steel and Mines
(Mr Mukherjee) (Provisionally Thursday 16 April at 11.30)

Spesking Notes

Very glad to have the opportunity even of a very short talk
with you. Much of my visit devoted to political themes.
Has been a great pleasure to renew my acquaintance with
Mrs Gandhi. But trade = and particularly steel and

mines, the other parts of your portfolio - is a very
important element in the relationship between India and

the UK., Welcome the efforts both Governments have been
making to mark my visit by extending and developing that
relationship in a number of ways. Zﬁelighted about Davy
getting the steel plant contract — IF THEY HAVE7Z

High hopes of future business in coal and power sectors.

2 Industry in both our countries and elsewhere suffering

at the moment from the effects of world-wide recession.

But my Government has regolutely defended an open world
trading system. The tide will turn, and the long and
intimate association between many Indian and British
enterprises and the growing prowess of Indian industry
should offer an excellent foundation for developing
Indo-British trade links as it does. Memoranda of
Understanding on collaboration in various industrial sectors,
space, and gcience and technology point the way. Very

glad that problems over the double taxation agreement have

been resolved. An unspectacular but very useful step forward.

CONFIDENTIAL
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3e I well understand the GolI's concern about the

increasingly adverse trade balance, after many years

when it favoured India. This should not be blamed on
British protectionism. We maintain very few restrictions
on Indian imports, and only five of the seventeen quotas
on. Indian textiles and clothing actually "bite", Overall,
India uses barely half her opportunities in this sector.
Shortages and restrictions applied by the Gol themselves
have worsened the balance appreciably - eg the

prohibition on exports of silver stopped a trade worth
some £10m annually. There are your export quotas on
semi-~finished leather, and export duties on tobacco and
tea. The solution must, in the long term, lie in Indian
manufacturers extending their technological sophistication
to overseas marketing. We are prepared to help. WMy

Trade Secretary, John Biffen, has already invited you to
gsend a suitably qualified mission to the UK, to explore
the opportunities and look into the difficulties. We
should be glad to discuss their findings with you, and

evolve a programme of suitable measures.

Defensive — for use only if raised

Folkloric garments

) b
4. Customs have mew release goods covered by 7 of

the 27 Indian export documents involved. We do not want

to detain any of the goods longer than is necessary.

But sensitive products which neither we nor the EC congider
meet the conditions required for quota—free lradwent can

frr adMassion vnder quoln or 0} b | orrerer
be released onlylfor re-export. Someigoodsiare detained

because of suépected Customs ‘6ffences, We have no wish to

CONFIDENTIAL
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exclude eligible goods and regret that these problems

have arisen, but cannot tell Customs not to apply the law.
We hope that Indians will take up our proposal for joint
discussions with HM Customs, which should lead to clearer
understanding about the application of the agreement rules

and reduce the risk of problems in the future.

Inflammable dresses

5. Publicity about the Indian dresses being particularly
flammable started with the media, not HMG. There were in
fact a dozen accidents. Ministers were obliged to react,

and by so doing quelled suggestions potentially far

more damaging to Indian exports ™an he wovding lndiews have

No further accidents have been reported, and the possibility
of introducing warning labelling has accordingly been set
aside for the moment. /A statement is being made %o

thig effect. Itzggcognise that the fire risk lies in

the style and fabric of the dress, not the country of

manufacture,/

Aflatoxin

B Action had to be teken on an expert report expressing
concern about the risk to child health from aflatoxin
contamination of milk, and identifying groundnut and
cottonseed user in cattle feed as the principal,
contaminants. You have objected to our continuing to allow
the use in cattle feed of other products (like soya)

which are capable of containing detectable quantitites of
aflatoxin. I well understand this objection, but a

prohibition on imports of all feedstuffs containing

CONFIDENTIAL
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detectable amounts of aflatoxin would have had much
the same effect, because groundnuts and cottonseed show
e much higher aflatoxin incidence than the rest. India

ig not the only supplier country affected.

il Our object is simply to keep aflatexin out of
milk. We would like to achieve this without damaging the
interests of overseas suppliers of feedstuffs; but this
entails major control problems within the UK. All that

I can promige is that we are fully aware of India's views

and are considering the problem as rapidly as we can.

8. This is a problem with many facets and India's

export interest is only one of them. UK is not the only
country which has been switching from Indian raw opium

to "straw", which has both technical and preventive

adventages. We are, frankly, reluctant to use preventive
legiglation to restrict British firms to raw opium in order

to protect a traditional trade. At the same time we appreciate
the effectiveness of Gol control over illicit trafficking,

and recognise the commection between this and the existence

of a stable, legitimate market for raw opium. Our minds

remain open, but the problem is essentially a global one

and we doubt whether action by the UK alone could do more
than scratch its surface.
CONFIDENTIAL
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"FROM DELH| 13113@¢Z APRIL 81

TO [MMED|ATE FCO
TELEGRAM NUMBER 401 OF 13/4/81

REPEATED FOR INFO TO |MMEDIATE DOT (FOR CRE AND PEP)
AND TO ODA
PRIME MINISTER’S VISIT

BRIEF FOR THE CALL ON THE PIME MINISTER BY MR PRANAB MUKHERJEE,
INDIAN MINISTER OF COMMERCE, STEEL AND MINES.

MIPT.

SPEAKING NOTES.

1, INDIAN ECONOMY S(SEE PARA 1 OF MY TEL NO 399 BRIEFING FOR CALL
BY MINISTER OF FINANCE).

2. RENEWED UNDERSTANDING BY BOTH BRITISH AND INDIAN BUSINESSMEN

OF EACH OTHER’S CAPABILITIES: COLLABORATIONS, INCLUDING TRANSFERS

OF TECHNOLOGY, A KEY TO THE FUTURE.

3. UK INDUSTRY ACTIVE IN THE MAJOR SECTORS OF INDIAN INDUSTRY:
STEEL

COAL

POWER

(SEE DOT BRIEF NO 1¢). PLEASED THAT 1982/81 HAS SEEN MORE
BRITISH GOVERNMENT-BACKED TRADE MISSIONS TO INDIA THAN EVER
BEFORE. GLAD THAT A WIDE AREA OF COLLABORATION HAS BEEN REACHED
ON COAL CULMINATING IN MOU. IMPORTANT TO BOTH UK AND INDIA THAT
THERE SHOULD BE A MAJOR BREAKTHROUGH IN THE OTHER CORE SECTORS,
NOTABLY
: STEEL (PARADIP)

POWER (PACKAGE FOR 1@@2MW STATION).
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4, RECOGNISE THAT IF INDO/UK TRADE IS TO CONTINUE TO INCREASE
IT MUST BE ON A SOUND BILATERAL BASIS. APPRECIATION OF INDIA’S
PROBLEMS:

WILLINGNESS OF UK TO HELP. MEASURES PROPOSED BY MR JOHN BIFFEN:
HIGH LEVEL INDIAN M| SSION
FINANCIAL HELP FOR TRAINING
IN MARKETING TECHNIQUES AND
CONSULTANCIES
FUNDING FOR ASSOCIATION OF

INDI AN ENGINEERING INDUSTRY
OFFICE IN LONDON,

5. COMMITMENT TO FREE TRADE: SEE PARA & OF My TEL N0.399 (CALL
BY FINANCE MINISTER).

DEFENSIVE

6, SEE DOT BRIEF NO 12 ON
PROTECTIONI SM

FOLKLORIC TEXTILES (TO THE
EXTENT THIS PROBLEM HAS NOT
BEEN SOLVED BY THE PRIME
MINISTERS DIRECTIVES)
INFLAMMABLE DRESSES

AFLATOXIN CONTAMINATED
FEEDSTUFFS

OP 1 UM.

THOMSON

LIMITES
Sf:%) e CoPIES TO

EAD Ma. ALEXANDER NO 0
P D

' CRER
%?163 . PEP g DoT
S [=PS

PS | MABLAKER
Ps| PUS

ST .GRARAM
ML DONALD

2_
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PRIME MINISTER'S VISIT TO INDIA: NG e A I
15-10 APRIL, 1981 s 33513,

Thes $1x~c!n4iJvLth .

STEERING BRIEF CLP
SN S Do

Do k.
EAST/WEST RELATIONS (INCLUDING POLAND, ARMS CONTROL, DETENTE)

AFGHANISTAN
IRAN/IRAQ, THE GULF AND THE INDIAN OCEAN
ARAB/ISRAEL

OTHER ASIAN QUESTIONS (INCLUDING INDO/PAKISTAN RELATIONS,
SOUTH EAST ASTA, CHINA)

INDIA AND INTERNATIONAL INSTITUTIONS
a8 The United Nations
b. The Non-Aligned Movement

B The Commonwealth

RELATIONS WITH THE DEVELOPING COUNTRIES (INCLUDING THE
BRANDT REPORT AND PROSPECTS FOR THE MEXICO SUMMIT)

BILATERAL AID

BILATERAL TRADE

DEFENCE SALES

IMMIGRATION/NATIONALITY

FESTIVAL OF INDIA®

INDIA: INTERNAL POLITICAL AND ECONOMIC (BACKGROUND )
(2.;u.-{ U tdey

OTHER BILATERAL PROBLEMS

NUCLEAR MATTERS
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APPENDIX II (a)

PRIME MINISTER'S PROGRAMME
(as at 9 April)

TIME

Wednesday 15 April

0945 Arrive Delhi Airport Technical Area
Ceremonial Reception
Guard of Honour
Statement by Prime Minister

Leave airport for Rashtrapati Bhavan (RB)
(ceremonial drive)

Arrive RB
Leave RB for Raj Ghat .

Arrive Raj Ghat
Lay wreath at the Samadhi and plant sapling

Leave Raj Ghat for RB
Arrive RB
Call on the President, RB

Leave RB for High Commissioner's Residence (HCR)
for private lunch

Call on Mrs Gandhi, South Block

Formal talks with Indian Delegation, South
Block

Return to RB

Private engagement

Leave RB for HCR

High Commissioner's Reception at HCR
Return to RB

Call by Mrs Gandhi, RB

Dinner by Mrs Gandhi in honour of the Prime
Minister, RB

/Thursday
RESTRICTED
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APPENDIX II (a) (cont'd)

TIME

Thursday 16 April

0800 Private engagement

0900 Call by Foreign Minister, RB

0925 Leave RB for South Block

0930 Second round of talks, South Block

1050 Return to RB

1100 Call by Minister of Finance, RB

1130 Call by Minister of Commerce, RB

1200 Leave RB for TV Studio, Parliament Street
1205 Radio and television interview

1235 Leave TV Studio for RB

1240 Arrive RB

1300 Lunch by the President, RB

1500 Third round of formal talks, South Block
1700 Signing Ceremony, RB

1805 Leave RB for Parliament

1815 Address to Members of Parliament in Central Hall,
Parliament House .

1900 Return to RB
2005 Leave RB for HCR

2015 Prime Minister's dinner in honour of Mrs Gandhi,
HCR

Friday 17 April

0700 Private engagement
0800 Leave RB
0830 Arrive Bamnauli

0915 Leave Bamnauli
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APPENDIX II (a) (cont'd)

TIME ITEM

Friday 17 April (cont'd)

0945

1005

NOT YET DECIDED

1035
1105
1145 Arrive RB
1230 Lunch in suite at RB
1355 Leave RB for Vigyan Bhavan
1400 Press conference at Vigyan Bhavan
1440 Leave Vigyan Bhavan for RB
1445 Arrive RB

Leave RB for airport

Arrive Delhi Airport

Guard of Honour

Ceremonial farewell

Statement by Prime Minister

Leave Delhi for Bombay

Arrive Bombay Airport
Reception

Leave airport for Bharatiya Vidya Bhavan,
Andheri Campus

Arrive Andheri Campus

Lay foundation stone for Institute of
Management Studies

Leave Andheri Campus

Arrive Raj Bhavan (RB)

Call by Governor of Maharashtra, RB

Dinner by Governor of Maharashtra, RB

/Saturday
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APPENDIX II (a) (cont'd)

TIME

Saturday 18 April

0700 Private engagement

0800 Leave RB for Gateway of India

0815 Leave Gateway of India for Elephanta by launch
0900 Arrive Elephanta

0945 Leave Elephanta for Barc by launch

1005 Arrive Bombay Power Station Jetty

10156 Arrive Barc

1130 Leave Barc by car

1215 Arrive Oberoi Hotel

13156 Lunch by Bombay Chamber of Commerce,
Oberoi Hotel

1530 Leave Oberoi Hotel for RB

1840 Arrive RB

1545 ' Tea with British journalists at RB
1820 Leave RB for Jinnah House

1830 Prime Minister's Reception, Jinnah House

20056 Leave Jinnah House .

2020 Arrive at the National Centre for the Performing
- Arts for Cultural Programme and dinner

Sunday 19

0700 Private engagement
0935 Leave RB for airport

1015 Arrive airport
Farewell

1030 Leave Bombay for Saudi Arabia
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Foreign & Commonwealth Office

Y

London SW1H OND

13 April 1981

' Mr Alexander
No 10 Downing Street

Lo Nkt
VISIT OF PRIME MINISTER TO INDIA

1. I enclose as requested:-

(a) a note on the cost of ECGD of the guarantee on the
Coastal Steel Plant; T

(b) a paper on nationality/immigration covering
(i) French and German policy on immigrants (supplementing
the note enclosed with Rodric Lyne's letter of 9 April);
(ii) comparative population densities in India and the
UK;
(iii) figures for immigration from Bangladesh and
Pakistan;
(iv) Indian Nationality Law;
(v) Indian Immigration Procedures;

(c) a table of facts on the Indian Economy.
2. As you will have seen we have asked Delhi to telegraph

draft briefs for the calls by the Indian Ministers of
Commerce and Finance on the Prime Minister.

#nJ\JH‘/

A J Coles
South Asian Department

cc: Sir J Graham

CONFIDENTIAL




ECGD AND THE COASTAL STEEL PLANT

The cost to ECGD of the interest subsidy only, based
on a loan amount of £488 million, is an estimated
£81.9m, at discounted net present value, and assuming

an average of 183 1/2% per annum as the cost of sterling
over the 15 year period.

As regards ECGD's overall liability in the event of
Indian default, the maximum liability is an estimated
£780 m, which comprises the loan of £488 m and an
estimate of the total interest on that loan over the
15 year period,




Franco-Algerian Agreement on Repatriation
of Immigrants

German Policy on Immigrants

Populatien Densities

Immigration Figures

Indian Nationality Law

Indian Immigration Procedures
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FRANCO-ALGE AN AGREEMENT ON REPATRIATION OF IMMIGRANTS

1. An Agreement in 1977 provided for a £1,000 bounty to be
paid to Algerian workers voluntarily returning home. Only

2,500 Algerians applied for this and less than 2,000 received
At

2. A new Agreement was reached with the Algerians during

the French Foreign Minister's visit to Algeria on 17-18
September 1980. Those Algerians living in France since
before July 1962 (estimated at 280,000) will have their
Residence Permits renewed for 10 years when they expire,

Other Algerians (estimated at 400,000), whose Residence
Permits will expire between 1 October 1980 and 31 December
1983 will be able to obtain an extension of 3 years, 3 months.

3. Over the next 3 years, the two governments will offer
thre alternative inducements to Algerians thinking of
returning home:

(a) finanecial assistance equivalent to

4 months' salary; or

(b) a training course (from 2-8 months) in a

factory in Algeria (or in a French or Algerian

training centre); or

(¢) a loan to assist the creation of small businesses.

4. France will concentrate her efforts on the second item
and is ready to finance the construction and management of
a dozen training centres in Algeria itself. Altogether the
measures are expected to cost France £70 million over the
next three years.

5. For their part the Algerian Government will provide
financial and customs advantages to returning immigrants
and/
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and try to make it easier for them to find housing. TFrance
will provide guaranteed loans for French companies in the

housing construction field.

6. The French authorities expect 35,000 immigrants (out

of nearly 700,000 in France) to return to Algeria each

year from 1983. Others, including the Embassy in Paris,

are sceptical. Research has shown that most Algerians believe
themselves better off in France even if unemployed, and the
inducements now on offer are not signi@icantly more generous
than those that failed to achieve a similar objective in 1977.

CONFIDENTIAL
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GERMAN POLICY ON IMMIGRANTS

1. In 1973 the FRG authorities put a stop to the recruitment
of immigrant workers; they have since accepted Gastarbeiter
‘only from EC member states in accordance with the EC rules of
free movement of workers. Numbers were held to about 6.5%

of the population until 1978/79 when immigrants began to
exploit a loophole which allowed entrance to refugees claiming
political asylum. But that flow has also been largely stopped
by two administrative measures applicable to those seeking

asylum: -
(a) work permits are now not given during the first

year of entry to the FRG;
(b) social security benefits are paid in kind and
not in cash.

2. The German problem has been not so much to reduce the
flow of immigrants (except where a special problem such as
the asylum one arises) as to integrate those already in the
FRG. The idea of offering capital sum payments to induce
Gastarbeiter to return to their homelands has not been
seriously canvassed, partly for moral and political reasons,
but also because FRG social security benefits are better
than the average income in Turkey; so the attraction on
financial grounds is limited. The Germans have however
offered indirect encouragement, by targetting their develop-
ment aid to Turkey towards industries that might be expected
to use the skills of Gastarbeiter currently in the FRG. This
approach has had some success. Whether for this reason or
because they wanted to return anyway, some 700,000 have
returned to Turkey since 1973. The natural increase of
those who stayed behind has kept their total numbers more

or less constant at about 4 million.

3. A further measure which has restricted the flow to a
certain/
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certain extent is the introduction of a visa requirement
for Turkish visitors.

4, The inflow of ethnic German immigrants does not pose

serious problems either for housing or work: most of the
10-20,000 who enter the FRG each year come to join their
families, and are well-educated or skilled.

5. Latest figures show that there are now 2.07 million
Gastarbeiter in work in the FRG, some 9.9% of the working
population.

CONFIDENTIAL




POPULATION DENSITIES

Comparative population densities per square kilometre

(1979) are:

UK 229
India 198




D IMMIGRATION FIGURES

Immigration admissions to the UK

1978 1979 1980
India 5169 3996 2959
Pakistan 9308 8577 6605
Bangladesh 4115 3961 5546*

Increase due to faster processing of applicants in Dacca




INDIAN NATIONALITY LAW

1. Indian Citizenship law provides that Indian citizenship
is terminated automatically if a person acquires the
citizenship of another country by a voluntary act. (UK
legislation is therefore more liberal on this point).

2. A UK Citizen seeking registration as an Indian citizen

must renounce UK citizenship before he can be registered.
(The UK has no similar requirement).

3. The entitlement to registration is restricted to those
who (a) are of Indian origin (b) have been married to an
Indian citizen or (c¢) are children of an Indian citizen.
(It might be possible to get Indian agreement to be less
restrictive but there has been no demand for us to take
this up with the Indians).

4. There is no language qualification requirement for
those wishing to register. (We introduced a language

requirement in 1973.)

5. UK Citizens have an automatic entitlement to Indian

citizenship if born in India.




INDIAN IMMIGRATION PROCEDURES

1. The Indians do not have an immigration problem in
the sense that we understand it. There is no corpus of
legislation similar to our own Immigration Acts. The
instructions issued to Indian immigration officers are
not published.

2. For UK Citizens there are few limitations on their
freedom to enter India and remain there although their

freedom to work in India is circumscribed.

3. There is only one point on which Indian procedures
seem notably tighter than our own:
neither we nor the High Commission have been able
to find any reference to a right of appeal to an
independent authority.




FACTS ABOUT THE INDIAN ECONOMY

1. GROSS DOMESTIC PRODUCT (1978/9)

2. GNP per capita (recent estimate)

3. BALANCE OF PAYMENTS

Balance of Trade (estimated 1980/81) Minus US$6 billion
Invisibles (estimated 1980/81) .......... Plus US§3 billion
Current account (estimated 1980/81) ...... Minus US$§3 billion

The deficit is expected to be financed by:-

(a) US$1.5 billion of official aid

(b) US$1 billion commercial borrowing

(c) US$0.5 billion by running down reserves.
Reserves are at present equivalent to 5 months imports
(c.f. 9 months last year).

4, AGRICULTURE
Agriculture accounts for 46.6% of GNP and employs 72.1%
of work force.

5. INDUSTRIAL GROWTH

Industrial output grew on average by 7% p.a. from 1970/76,
and by about 4% p.a. from 1976-80.

Growth in 1980/81 may reach 8%.

6. FOREIGN INVESTMENT

UK investment is about £380 million, accounting for about
40% of the total. 1In the last 20 years, there have been
over 5,700 collaboration agreements, some 1,250 of them
with British companies.

7. INFLATION

In 1979/80, inflation was about 22%. It is currently running
at ah ut 15%.

About half of the rate of inflation is accounted for by

the cost of imported oil.

8./




8. ©Population 684 million (1981 census).
Growth rate 2.24% p.a., equivalent to approximtely
1 million per month.

9. Population density

India: 198 persons per square km
(c.f. UK: 228 persons per square km)

10. Trade with UK

1976 1977
UK Exports (fob) 207 278
UK Imports (cif) 355 383
Crude balance -148 -1056

11. India's Major Trading Partners
(Fiscal Year 1978-79)

% share of India's exports % share of India's imports
Bt 13, 853 1kt ot £
Japan 10. Japan 8.3
UK 5 UK 8.6
USSR 3 USSR 6.9
W. Germany - W. Germany 0.2
Belgium 4.1 Iraq 8.6
(Source: Government of India Economic Survey, 1978-80)




Foreign and Commonwealth Office

London SWIA 2AH

13 April 1981

! jrm _/M'cfn n,

Thank you for your letter of 3 April and the copy of
a letter from Mr William Waldegrave MP to Clive Whitmore.
Mr Waldegrave also wrote, on the same day and in exactly
the same terms, to Lord Carrington; Mr Marten will be
replying to that letter early next week.

Mr Marmion had previously sent a copy of his report
to one of our ODA Medical Advisers at the end of January.
The British Council in Delhi were apparently not sent a
copy of his report in the first place, although it was
they who commissioned it!

ODA has been interested for several years in
contributing to the Government of India's National Programme
for Prevention of Visual Impairment and Control of
Blindness. Our Medical Advisers have discussed this many
times with the Indian authorities and Professor Foulds of
the Tennent Institute of Ophthalmology visited India on
ODA's behalf for this purpose in 1979.

Last September, the Indian Director General of
Health Services informed us that his Government already
had sufficient funds, available from non-British sources,
to finance the level of programme in this field which it
would be possible to implement.

In view of this, and the fact that the actions
recommended by Mr Marmion are for the Indians themselves
to implement, we do not recommend this as a subject to be
introduced by the Prime Minister during her visit to India.
If the subject is broached by the Indians themselves, then
Mrs Thatcher could refer to the past discussions we have had
with Indian officials and say that, if the Government of
India wished us to consider some assistance, we would
naturally look at their request most sympathetically.

oW v
-:7 ﬁ@:?vn? T iaer

(R M J Lyne)
" Private Secretary

M O'D B Alexander Esq
10 Downing Street




‘EPARTMENT OF TRADE 1 VICTORIA STREET LONDON SWiH OET Telephone 01-215 7877
Pros - isnl”
whwitn Thn 01 dacagremasd™
émﬂ;hﬁ*l '; A rM BOS 000
Fromthe Secretary of State W Seemnn u!“h e a® ) m
M andl”  rvea *\.l ?wu-- WM’ “
Ldd oty Aviabien | B [ am

Tim Iankester Esq HA oa M BoH~ Ve poma

CONFIDENTIAL

Private Secretary
10 Downing Street

Tondon, SW1 IR april 1981
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INDIA: FOLKIORIC TEXTILES Fom 8l e r~apaa V) M-C:ul"/& 5
We spoke on the telephone this morning about the continued retention

of a number of consignments of textiles from India which are claimed
to be "folkloric".

The present incident has to be set against total imports last year

of £3% million worth of goods which are claimed as "folkloric". The
value of the items now detained is about £75,000. At meetings with
representatives of the Indian High Commission 1t has been accepted l%}

that about £10,000 worth are clearly not covered by the "folkloric"
exemption from quotas. There is no written confirmation o is, but
I do not expect that the Indians could go back on what they have said

in meetings with representatives of this Department and Customs and
Excise.

T must stress that it would be quite unprecedented for Ministers to
seek to intervene with Customs and Excise in their application of
the law to individual cases.

g@uﬁl 4@&&@1,
f/
/JIL\O)’{/MC)AMW (—;Mn‘: #-,7[’ /7000

S HAMPSON
Private Secretary /7 ?s 207 222
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MINISTRY OF DEFENCE
MAIN BUILDING WHITEHALL LONDON SW1

Telephone 013930xzxx 218 2111/3

MO 25/3/4 13th April 1981

_LQMH'\L)K-U—/\;

Thank you for your letter of 10th April enclosing a copy
of the letter which the Prime Minister has received from the
Chairman of British Aerospace about military sales to India.

We have no major comments on what Sir Austin has said, which
complements the briefing we have already provided. Of the five
subjects which Sir Austin lists, Jaguar, the Future Combat Aircraft
requirement, Sea Harrier and Rapier are all covered in our brief,
We do not recommend that Jaguar should be raised. In the case of
both Rapier and Tornado there are security difficulties. These
are explained in our brief, but it remains a fact that, while
India maintains her current close links with the Soviet Union,
we are not going to be able to release technology and equipment
which is important to our own security. We can however be encouraging
on the question of a future Light Combat Aircraft, and a positive
line to take has been included in our brief. We have also provided
a positive line on Sea Harrier. Finally, Sir Austin mentions the
BAe 146. This is primarily a civil project, but we are keen to
see it proceed. The question of financial assistance has not yet
arisen; if it does BAe will need to discuss it with the Department
of Industry.

M 0'D B Alexander

CONFIDENTIAL




GRS 72

CONFIDENTI AL

FM DELH| 17%629Z APR B1

TO IMMEDIATE FCO

TELEGRAM NUMBER 388 OF 1 APRIL

My TELNO 372 OF 8 APRILs  PRIME MINISTER'S VISIT AND AFGHAN
REFUGEES )

1. THE FRENCH EMBASSY HAVE NOW TOLD US THAT WAKMAN DID NOT SEE
PRESIDENT GISCARD DURING THE LATTER’S VISIT TO INDIA LAST JANUARY,
THEY ADDED THAT NO AFGHAN LEADER WAS SEEN BY GISCARD OR, FOR THAT
MATTER, BY ANY OTHER OFFICIAL FRENCH VISITOR SINCE.
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PRIME MINISTER'S VISIT TO INDIA
Thank you for your letter of 9 April,

It is not the Commission who are being difficult in this case = the
matter arises substantially because of the Government's decision
last September, in the face of hea ressure from the textile
industry, to strengthen our deffences against quota evasion and fraud
not only in relation to India.

The garments concerned were seized by Customs in late 198Q because
they were incorrectly declared to be "folkloric" items, which do not
count against import quotas. "FolkloricT is clearly defined (and
indeed illustrated) in the Community's bilateral agreement with India
under the MFA and there is little doubt that most, if not all, of the
consignments were a deliberate attempt to evade gquota restrictions.

We understand that although Customs have the powers to dispose of
these goods in any way the lease - including destruction - they have
in fact in some cases made o to importers that the goods

rmal offers

may be releaged either for re—export under Customs control for sale
outside the Community, or alternatively for sale in_the UK on
presentation or a yalid import licence. Import licences are issued
by this Department against an oIrrcral export licence issued by the
Indian Government and the goods would then, of course, count against
the relevant quota in the normal way. Some importers have already
taken advantage of the re—export facility. In other cases the offer
has not been made. This is because the Commissioners of Customs and

Excise are actively considering prosecuting the importers concerned
for contravention of the import regulations.

My Secretary of State has considered the matter and.feels it would be
wrong to intervene in these cases. He feels that an instruction to
Customs at this point to release goods seized quite legitimately
would run totally counter to the Government's announced policy of
combatting fraud in the textiles trade. (It might also give rise to
legal difficulties for the Commissioners or lead to charges of
maladministration, although the Commissioners have not had time to
explore this in detail.)

CONFIDENTTAT
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From the Secretaryqf State

This matter is not new. When it was raised with Mr Biffen during

his visit to India in January arrangements were made and implemented
for the immediate release of all garments which Customs could acggcept
as_being Ufolklorig". Since then discussions have continue with

the Indians at working level in co~operation with technical

experts from the Commission. Last month the Indian High Commissioner
in London proposed to Mr Blaker that there should be talks between
the Indians and our Customs people with a view to clarifying any
remaining points of obscurity in the customs classifications relating
to textiles. The Indians have been told that we accept this proposal
and are ready to start talks when they are.

The arguments for and against exceptional action clearly range far

wider than those relating purely to the maintenance of our textiles

policy. My Secretary of State is of course aware of the importance

of the Paradip project and is conscious of the general context in

which this proposal has been put forward. Nonetheless he could not
V\ recommend overriding the normal procedures in this case.

I am copyil this letter to John Wiggins (HM Treasury) and George
Walden (IFCO).

B AM@J-/‘,
/ kof%d Wlf'/‘p‘*

STUART HAMPSON
Private Secretary
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10 DOWNING STREET

From the Private Secretary 10 April, 1981

Prime Minister's Visit to India

I enclose a copy of a letter which the Prime Minister
has received from the Chairman of British Aerospace about
military sales by that company to India. The Prime Minister
has acknowledged Sir Austin Pearce's letter, and we will be
including it in her briefing. If there are any comments you
wish to make on the letter, it will be helpful to have them
by close of play on Monday, 13 April.

I am sending a copy of this letter and its enclosure to
Francis Richards (Foreign and Commonwealth Office).

B Norbury, Esg
Ministry of Defence
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DEPARTMENT OF TRADE 1 VICTORIA STREET LONDON SWI1H OET Telephone 01-216 78717

N Débunna‘
Fromthe Secretary of State f/o ﬂ/{{ % ;

Michael Alexander Esq

Private Secretary

10 Downing Street

Iondon, SW1 o April 1981

ghn) Mithoe X

PRIME MINISTER'S VISIT TO INDIA - TELECOMMUNICATIONS

The Prime Minister will have received a special brief prepared by
British Telecom on gzggggzg from Eldon Griffiths: this is in fact
the brief that we have d the industry to prepare. We had,
however, deliberately not highlighted this in the general briefing
papers because we clearly w1s%e3 the Prime Minister to focus
attention on those projects and sectors (Steel Plant, Power

Gene;gﬁégg_gnﬂ_ﬂpal where decisions by the Indians might be
ing

achieved dur the visit. Other sectors, including telecommunications,
while clearly offering considerable potential in the relatively near

future, were rather less ready for immediate decision, and are

thus being covered in the general Memorandum ol Understanding on
trade. Equally, the Departments concerned are in continuing touch
with the compapies, and we have indeed been present at presentations
to the Indian authorities to underline the Government's interest.

In view of Eldon Griffiths' approach, the attached note on Z