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CONSORTIUM MEETINGS — AGRICULTURE

JANUARY 5, 1968 TO December 1968

Letter from G. Votaw to ROBERT Piccotto
(UP Mission).

Letter from R. Piccotto to G. B. Votaw
(agricultural projects).

Letter from G. Votaw to W. Gilmartin (Bill
Wapeahan”s visit).

Memo from R. Piccotto '"Andhra Pradesh
= Groundwater Development Prospect'.

Letter from Wapenhans to "Jim"
"Andhra Agriculture" (visit to India).

Letter from B. B. King to R. Piccotto
(Andhra Pradesh).

Memo from D. A. Dunn "GOI request to UNDP for
assistance in a Farmer Training & Functional
Literary Project".

Letter trom Piccotto to Jim.

Letter from Wapenhans to Jim

Memo from Wapenhans "Discussions on
Agricultural Credit"

Letter trom LW Bartsel to R. Piccotto
(Groundwater Studies in India)

Letter from Gilmartin to Cargill
(High Yielding Varieties Program)

Memo from W. A. Wapenhan”s 'Lending for
Agriculture"

Letter trom Wapenhans to Sivaraman

Study: Serial Apraying Against Crop Pests
and Diseases

Report from P. Kirpich : K. Myint and P. Naylor
"Punjab & Haryana Drainage Project &
Agricultural Study"
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Jan.

Jan.

Jan.

Feb.

Feb.

Feb.

Feb.

Feb.

Feb.

Feb.
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Mar.
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Mar.
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17. Letter from J G Crawford to R. Picciotto May 1

18. Background Memo "Prospects for Indian
Agriculture" (from American Embassy) May 7

18. Memo from R. Picciotto "Memo on Indian
Agriculture from U. S. Embassy" May 8

19. Memo from R. Picciotto "Innovation in
Agriculture" May 8

20. Memo from G. B. Votaw - "Agricultural
Research". May 9

21. Memo from R. Picciotto'"Lending for Agriculture" May 17

22. Note "Significant Agricultural Changes Ahead
- Eugene Hayden — Crop Quality Council Minnesota May 20

23, Memo from W. Ladejrusky "On Wheat Procurement
in Punjab, Prices & Agricultural Take Oft" May 21

24, Memo From H. Hoffman "Indian Food Problem" May 28

25 Memo FromG. Votaw & R. Picciotto
"Lending for Agriculture" Jun. 13

26. Memo From Wappenhans
"Agricultural Reconnaissance Missions" Jun. 28

27. Letter from I H Ergas to Jim: "India -
Discussions with Finance Ministry" Jul 8

28. Report on India”s Grain Marketing Problems.

(By Olen Salisbury) Jul, 12
29. Memo From G. B. Votawo '"DAC Report on Aid to

Agriculture" Jul. 16
30. Memo From R. Picciotto "IV Plan — Agriculture" Jul. 26

31. Letter from Gil Martin to Kirk (Agriculture
and IV Plan) Juls 29

32. Memo From LJC Evan™s '""Missions to India &
Pakistan" Aug. 20

33. Letter from Crawford to Ladejinsky
(Agricultural Progress) June 27
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34, Letter from Crawford to Gil Martin
(Comment on Bob Picciotto”s Study) Aug 25

35. Letter from Gil Martin to Crawford
(Financing Possibilities in Agriculture) Aug. 25

36, Memo From R. Picciotto "Agricultural

Finance Corporation" Sept. 1
37. Memo FromT. C. Greyke "Consulting Assistance" Sept. 6
38. Incoming Cable from Picciotto (Monsoon and

Grain Qutput) Sept 27
39. Annual Report of Agricultural Reference Corp.

for 1967-68 Oct. 4
40. Cross Reference Sheet "Report of Activities" Oct. 21

4]. Letter from R. Picciotto to G. B. Votaw

(Meeting with Sivraman) Oct. 25
42, Cross Reference Sheet "New Concepts for Aid

to India" Ocbe 51
43. Outgoing Wire from Votaw (Consortium) Nov. 1

44  Memo From G. B. Votaw "Assignment to Office
of Bank”s President Representative in India" Nov. 6

45, Letter from L J C Evans to R. Picciotto Nov. 8

46. Letter from D. A. Dunn to Picciotto
(Irrigation Mission) Nov. 12

47. Outgoing wire from Ladejinski (Phillipines
and Rice Breakthrough) Nov. 14

48. Meeting in Fertilizer and 0il
(World Bank and G O I) Nov. 18

49, Kosi Project — Meeting of the Bihar Gov.,
Central Govt. and World Bank. Nov. 25

50. Meeting with Govt. of West Bengal -
G O I and IBRD Nov. 26

51. Meeting on Agriculture Irrigation & Food,
West Bengal Nov. 28
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52. Meeting of McNamara with State Govt. Officials
Madras. Dec. 9

53. Notes on Meeting about agricultural research

(Mr. McNamara“s Visit) Dec. 17
54. Cross reference Sheet — General Negotiations Dec. 17
55. Memo From Wapenhans "Agricultural Projects" Dec. 23

56. Letter from Wapenhans to Crawford
(India”s Agricultural Development) Dec. 27
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THIS FILE IS CLOSED AS OF
DECEMBER 1968,
FOR FURTHER CORRESPONDENCE SEE:
1969 - 1971.

RECORDS MANAGEMENT SECTION
February 1969
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FO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

Files f DATE: December 23, 1968

W. A. ’lm’apenh@é-ﬂ -

INDIA : Agrlcultural Projects

INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
CORPORATION

1. I visited India from November 25 to December 3 to discuss the
progress of the Credit Review Mission and to prepare for the irrigation
reconnaisance mission. In addition, discussions were held with Indian
officials on fisheries, grain storage, and rice drying and marketing
requirements. There was a marked improvement in atmosphere compared
against that prevailing during my visit to India in January, 1968.

Credit Review Mission

2 The mission's principal task was to find suitable institutional
channels for agricultural credit capable of supporting such lending
programs as the mission might identify. Initially the GOI proposed a
rather extensive list of States to be included in the mission's review.

It soon became evident that in view of its limited resources the mission
had to concentrate on fewer States than those proposed, and even amongst
those vary the depths of analysis. The following States were chosen on
the basis of their past performance in the field of agricultural credit
and the strengths of their existing credit institutions: Gujerat, Punjab/
Haryana, Andhra Pradesh and Madras. Gujerat and Punjab/Haryana may offer
fairly immediate prospects for agricultural credit projects. Possibilities
in Andhra Pradesh and Madras need to be further reviewed and prepared.

3 Following initial review of credit possibilities in the States
mentioned, the mission split up into two groups to concentrate their
efforts in Gujerat and Punjab/Haryana. The agricultural credit scheme in
Gujerat would consist mainly of on-farm development such as land improve-
ment for better use of existing surface irrigation supplies and/or private
tubewell development complementary to the availability of surface water
supply. Whlle of high priority such a project would have a small foreign
exchange eoferent. The Punjab/Haryana credit project would be mainly
for on-farm mechanisation and grain storage with a potentially high import
component.

L. The Agriculture Refinance Corporation (ARC) together with the
Land Development Banks in Gujerat and Punjab/Haryana would appear to
offer suitable channels for credit. This would need to be confirmed by
further analysis. Private banks are not yet adequately represented in
these rural areas to absorb a significant portion of any credit project.
However, limited participation, especially for selected activities such
as small contractors, service units and agricultural industries should be
considered. These banks would also have access to ARC's refinance
facilities. In the formulation of agricultural credit projects careful
attention will need to be given to the terms and conditions of on-lending
by regional banks to ultimate beneficiaries as well as to those offered
by ARC to regional lending institutionms.
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Irrigation Reconnaisance Mission

5. Agreement was reached with the Indian authorities on the
priorities on which the forthcoming irrigation mission should concentrate.
A list of the projects proposed for review is given in Annex 1. All
projects proposed by GOI are concentrated in four river systems:

a) Cauvery system in Madras with emphasis on rehabilitation
and remodelling of the existing distribution system in
the Cauvery Delta;

b) Godavari and Krishna systems originating in the States of
Maharastra and Mysore and in their lower reaches flowing
through Andhra Pradesh forming extensive adjacent deltas
through which they discharge into the Bay of Bengal.
Project possibilities in these systems are listed in the
attached project list;

c) Narmada system rising in the State of Madhya Pradesh and
discharging into the Arabian Sea in the State of Gujerat
with initial emphasis on the tributary Tawa where an
irrigation project with the potentially irrigable area of
750,000 acres has been initiated.

This should enable the mission to adequately focus on specific regions and
review the possibilities of project development in the absence of or
simultaneously with more systematic river basin development planning. We
were assured by the Secretary of Irrigation of the Central Government that
the priorities listed above had been agreed with the planning commission
as well as the Ministry of Finance and Economic Affairs, and that of
Agriculture,

6. Agreement on the sharing of the Godavari and Krishna waters amongst
riparian states is expected shortly. River flows have been reviewed in the
report of the Godavari-Krishna Commission and model studies have been
carried out in the Puyrna Research Station. The allocation of Narmada
waters amongst riparian interests is in a more preliminary stage. USAID

is presently exploring the possibilities of providing technical assistance
for a comprehensive groundwater study in the basin. The report and
recommendations of a preliminary USAID mission are available to the Bank.
Our suggestion of a comprehensive and integrated water resource develop-
ment study embracing both surface and groundwater and covering the entire
Narmada basin has found cautious support in the Ministry of Agriculture but
continues to be seviewed with reservation by the Ministry of Irrigation.

The forthcoming irrigation mission will need to reopen the discussion on
this aspect. The USAID office in New Delhi has indicated that it would
support any initiative on our part in this direction and it would be
willing to dovetail its activities with those of a more comprehensive study.

Ta Regarding the Cauvery Delta rehabilitation, I was informed by

Mr. Matrani, Secretary of Irrigation, GOI, that a project report had
recently been prepared and submitted by the State Government to the
Ministry of Irrigation and was being reviewed. Mr. Matrani promised that
this report would be made available prior to the arrival of the irrigation
mission in India. The Cauvery Delta presently benefits from the execution
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of a groundwater resource study financed by UNDP which is carried out by
the UN as executing agency. The second phase of this study on which we
have commented extensively and which was approved in June of this year,
embraces some aspects of agricultural development but falls short of
preparing a program for the rehsbilitation and remodelling of the surface
distribution system in the Cauvery Delta. Pending review of the State
Govermnment's report mentioned above, a further UNDP study may need to be
initiated to cover these aspects. Discussions to this effect were held
with UNDP in New York as well as with the New Delhi resident representative
of the UNDP, The UNDP stands ready to despatch an expert to join the
irrigation mission for the formulation of such a proposal should it be
required in the light of the review of the recently submitted project
report. To synchronize activities we should advise UNDP of the mission's
field travel to initiate the joint formulation of a further UNDP request
at the most opportune time.

Other Agricultural Development Possibilities

8. Grain Storage: Discussions were also held with the Secretary of
Food, Mr. Dias, on the present planning for grain storage development.
The Food Department is still thinking in terms of annual crash programs
to cope with the increased grain production rather than in terms of
providing over-year bulk storage for price manipulation and strategic
reserves. The immediate priority is next year's program to provide an
additional capacity of 750,000 tons of conventional storage. The
establishment of bulk storage facilities for price stabilization is
recognized by the Ministry of Agriculture as a precondition for the
introduction of a more flexible and more market-oriented food management
policy. The Secretary of Agriculture, Mr. Sivaraman, stated that he would
like to see the Bank become interested in participating in grain storage
development in India along lines similar to that it had pursued in East
Pakistan., He indicated that he would review the storage priority with
Mr. Dias and following that he might wish to reopen the discussion of
storage with us.

9. Fisheries: The fisheries proposal was discussed with Mr. Sivaraman
and the Joint Commissioner for Fisheries, Mr. Mitra. The GOI has meanwhile
sanctioned development of three harbors, (Bombay, Madras and Tuticorin).

It has received applications from private parties for the purchasing of

300 boats. A number of survey vessels as well as some L5 fishing boats
have already been ordered. Since the GOI expects that the Bank would
insist on international bidding for the procurement of boats, if it became
involved in the financing of the fisheries project, it is presently con-
sidering support measures for Indian shipyards to make them more
competitive. A project proposal for submission to the Bank is presently
being prepared by Mr., Mitra. I was promised that it would reach us by
February 1969. My offer to provide further project preparation assistance
under the FAO/IBRD Cooperative Program was politely rejected as no longer
necessary. It was agreed that Mr. Mitra and Mr. Picciotto, of the New
Delhi Office, would remain in contact on the preparation and formulation
of the proposal. I emphasized that unless we received the proposal in
early 1969, we might not be in a position to give it immediate attention
because of other commitments of our staff. In considering fisheries in
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India particular attention will need to be given to aspects of training,
including the possibilities of bilateral technical assistance.

10. Rice Drying and Marketing Requirements: The introduction of
double cropping of rice causes an increasing proportion of this crop to
be harvested during the monsoon period. To retain guality and avoid
undue losses this requires the provision of drying facilities. The
increasing volume of production already now overtaxes existing marketing
facilities. Our suggestion to develop a package program under which
central drying equipment would be provided in conjunction with the
improvement of marketing facilities and to the extent needed, farm-to-
market roads, was well received by Mr. Sivaraman. He promised to review
such possibilities and to keep us informed. Further careful project
preparation is undoubtedly required in this area. However, such develop-
ment would appear to have high priority.

cc: Messrs. Cargill/Votaw, Chadenet/Baum, Evans, Darnell, Goffin,
Haynes, Hendry, Riley

WAWapenhans:at



ANNEX 1

PRIORITY PROJECTS PROPOSED BY GOI

Cauvery System

| 3 Cauvery Delta: Rehabilitation and remodelling of surface
irrigation system covering nearly 2 million acres including
land development, drainage and groundwater exploitation.

Godavari-Krishna System

2. Upper Krishna l: First phase of irrigation development of
about 600,000 acres with potential extension to 2 million
acres including construction of two dams, distribution system
and land development.

3 Krishna-Godavari Delta Complex: Provision of drainage
facilities, substitution or rehabilitation of existing
diversion works and integrated groundwater development.

L. Pochambad: Completion of irrigation facilities for about
570,000 acres to be irrigated with Godavari waters in the
State of Andhra Pradesh. A dam is under construction and
some works have started on the distribution system.

5. Jayakwadi: Completion of irrigation facilities for about
350,000 acres to be irrigated with Godavari waters in the
State of Maharastra. A dam is under construction and
engineering design is said to have been completed for the
distribution system.

Narmada System

6. Tawa: Completion of irrigation facilities for about 750,000
acres to be irrigated with waters from the Tawa river, a
tributary of Narmada located in the State of Madhya Pradesh.
A dam and distribution systems are under construction.

Mahi

Ts Mahi-Kadana: Provision of irrigation facilities for 220,000
acres as well as provision of supplementary surface water
supplies for L60,000 acres in the Kaira District in Gujerat.



Form No. 27
(7-61)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
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OUTGOING WIRE

TO: CRAWFORD DATE: DECEMBER 26, 1968
2]y BALMATN CRESCENT
ACTON A.C.T. 2601 CLASS OF
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COUNTRY: AUSTRALTA / NQ_&/)

TEXT: /

Cable No:  REURCAB DEC 17 ADVISE AS FOLLOWS COLON

ONE YOUR PARTICIPATION HIGHLEVEL DISCUSSIONS NEWDELHI FUTURE BANKGROUP
FINANCING INDIA!'S AGRICULTURAL DEVELOPMENT HIGHLY DESIRABLE STOP
DISCUSSION TO FOLLOW REPORTS OF CREDIT REVIEW AND IRRIGATION
RECONNAISSANCE MISSIONS AND NOT LIKELY BEFORE END MARCH STRR

TWO BRIEF REVIEW INDIAN AGRICULTURAL SCENE ALSO DESIRABLE TO ADVISE
GIIMARTIN ON MATERIAL TO INCLUDE IN ECONOMIC REPORT DUE FOR APRIL
DISTRIBITION TO CONSORTIUM STOP TIMING YOUR CONVENIENCE AS INDICATED
URCAB

THREE WOULD APPRECIATE YOUR AVAILABILITY BOTH ACTIVITIES BUT IF COMPETING
COMMITMENTS REQUIRE CHOICE WOULD GIVE PRIORITY TO ONE STOP IF THIS
NOT POSSIBLE WOULD LIKE YOU TO UNDERTAKE TWO STOP

PLEASE ADVISE ON TIMING AND ASSIGNMENTS YOU CAN UNDERTAKE STOP WAPENHANS

WILL WRITE ON STATUS OUR ACTIVITIES RE AGRICULTURE INDIA

REGARDS
CHADENET L PN 4
INTBAFRAD L4
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME B. Chadenet Cleared with and cc: Messrs. Votaw,
Deputy Director Gilmartin
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Sir John Crawford -2 December 27, 1968

consider the forthcoming Irrigation Reccnmaissance Mission,
which is mentioned on page 2 of the mote to Files, as rather important,
this is going to be a test whether the Indian experts are
now ready to make the overdue switch from an inherited approach,
adequate at the time of its introduction, to new technologies in the
field of irrigation, more closely attuned to the advances in agricul-
tural science. For your reference, I also attach the terms of

Jim Evans is presently abroad on mission. I am sure he will write

count on a visit of yours to India, and if so, when?
With kind regards and my very best wishes for a happy New Year,
rm--hmly

w,

W, A, m-
Deputy
Agriculture Mjom Department

cc: Messrs. Bvans, Votaw, Gilmartin, Picclotto

WAWapenhans : 1kt
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CROSS REFERENCE SHEET

Letter #375
December 17, 1968

Mr, Votaw

Mr, Gilmartin

INDIA = General Negotiations

Letter with enclosure of a set of the minutes of the meetings
which took place during Mr. McNamara's visit in November.

List of attached memoranda:=

Nov, 25, 1968 - Mr, Kavalsky

Nov,26, " "
NOV.?? n n
Nov.27 n L
Dec.? Mr. Gilmartin
Dec.9 n n
Dec°3 n 1]
Dec.l2 L i
Dec.17 " Picciotto
Nov.l9 " Bohr
Nov.21 " Kavalsky
vl &1ES 2. |

to FILES « Meetings with Mr. McNAMARA

Group of Industrialists at Reserve Bank
Bombay = Nov. 23

Group of Economists and Bankers at Reserve
Bank, Bombay = Nov., 23

Representatives of ICICI & leading members
of Bombay Industrial & Commercial Sector
at Reserve Bank, Bombay - Nov.23

Members of Government of Maharashtra &
Bombay Municipal Corporation at Reserve
Bank of Bombay = Nov.23

State Government Officials, Madras
Nov.22

Private Business Group in Madras Nov,.22

Mtg, with Mr, Moraeji DESAI, Deputy Prime
Minister & Min. of Finance Nov.l7

Group of Industrialists, New Delhi Nov.l1§

Mr. B. Sivaraman, Sec, of Agriculture &

others re agricultural research - Nov.l8
r

GOI including Nayak, Sivaraman, Patel & Iyt
re FERTILIZER and OIL.

GOI including Dr.T.Sen , Min. of Education
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COMMUNICATION:
DATED:
TO:
_:-"_,. i’
FROM:

FILED UNDER:

SUMMARY:

o

CROSS REFERENCE SHEET

Letter # 375 with attached Memoranda to Files with report of meetings

Nov.25, 1968

Nov ° 25

Nov . 25

Nov.26

Nov,.27

NOVoz?

Nove 29

Nov.28

Nov,.28

Nov,.28

held with Mr.McNAMARA

- Mr. Baneth

n

n

n

Bohr

Bohr

Bohr

Boht

"

n

continued

GOI = Meeting at Planning Commission
Nov ° 18

GOI = Ministry of Health, Family
Planning Nov.1l8

GOI = Mr, Sivaraman, Govt., of Bihar
Kosi rroject, Purnea Bihar
Nov .20

GOI - Chief Secretary, West Bengal &
others = Nov.21,

Calcutta Met., Planning Organization

& Dev, Commission West "'Bengale.
Nov.20

Port Commissioner, Calcutta
Nov.21

Selected Group of Business and
Academic people - Nov.2l

Indian Institute of Management -Nov.21
B.R.& K.D,GUPTA, Majumdar, & Narain
re Agriculture, Irrigation & Food

West Bengal Nov.21

Family Planning - West Bengal Nov.21
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R. Picclotio

Kotes on a meebine aboub asricultural resorrc ch convened on November 18,
P s
L

19C0 on the occasicn of UMre sicilamerats visiv o India

1e The meeting was held in a conference rcoom of Rashtrapati Lhavan
in lNew Delui. Present at the msetling weres

Y¥r. Be Sivaraman, Secretery of Asriculture

Governnent of India
III‘. B.P. I?e-l’ DE.I‘GC‘.E-OE‘ GCR'I“E].I

Indian Council cf cricultvral Research
Dr. JeoS, Ramwar, Depuby Direcbor CGeneral,

Indian Council of Agricultural Resesrch
Mr. K.P.A. Henon, Secretary,

IDQLLQ Csvycll of ZLgricultural Rescarch
M¥r. H.9. Swaminathan, Director,

Indian Agricultural Research Instituve

2 At Mr, ¥cHamara's vegnest; Mr. I.3. Swaminathan gave the back-

grounc of the recent foodgrains rezearch breakthroughe. In the Fifties,
& large scale fertilizer trial progran (20,000 observation plots) wes
underitsken. Indian soils were known bo be deficisnt in W and P2Or. How=
ever, the trials revealed that fertiliser d’DllG bions in excess of 20 1bs
per acre were generally not profitable with the graln varieties tradition-
ally available to Indien cultivalors, For this reason, the resesrch focus
was shifted to the developzent of new fertilizer responsive cerecl var-
ietiess Vhils the so-called “inszchdeIictlas, larzely based on lecal
materiels, proved only marginally superior to the traditional varietles,
& genetic breakthrouzh occurred when nationwlde bresdinz prograns making
use of foreizn materials began to throw up new Phigh-yislding® verieties.
3e In the case of paddyr, highk yield
to absorb feritilizers proved nG:n1‘1? ¥h
paddy plant was modiiicd through cressi
=

L}

and substaﬁt1a13v incruuumu capacity
¥

i th dward ialnan mat,llala There
wzs not yet the cwﬂhlrﬁtion of hizh fert o yesponsiveness with such rice
grain qualities as low milling breakage, ¢inimnm grain Ystickinocss" end short
duration growinu periods., Presress was being made, bowever, towards the
combinaticn of these charccierbistics. A new Lreak throuzh was lLusinent,

b, In the case of wheat, the breslkthrough came in 1955 when Ifexican
dwarf material w niroduced i It was subsequently crossed with
Indian paruﬂh mataria prody ieties with the amber color aund the
unleavensd breade-noking ch:rf-t~ referred by Indian consurers. In e
coarse graing field, Afriesn ma as introduced under Rocielelicr-

sponscred sorghta and millet rescarch pruurams. The resulting bybrid
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variebios have proven hore resistang to drcu'-nt than tr raditiona]

Se Hr, Straminathan stressed thay nijor eredit for success of these
LreQJAn Programs went to internaticray technical o r

FAO, ysos, Kockefeller ang Yord), He also gip ressed that td'
have throun Up many urgent Tesearch pro oblems in L various fielg

vater cont rol plang Protection, eyl vural paactic_s, nechan

l?
uch remained 1o be dong by 1407 (for the mogh advence asneets off anri—

-Gultural regsearc h) ez wely 238 by State uiversitios and reseerch 2gencies

bdal b

(coor614atﬁ1 by ICAR) for be etter adaptatien of nev varieties énd practiceg
to logal conditions, ;

6. Afber cop- watulhtinf ur. Swaninathan for his exposition, i,
’
MCuaw.ra inquived into the costs of the researeh program, My, s wraminathan

2id that IAnTig annital bhﬂ ct was about Re,18. nillicn and that it mizht
be stepped vp to RBz422 n&llwrn Quring the Fourth Plan, M Melararg
Observed that the hizh Priority of AZricaltursl rescerch wag evident
glven high payoffs mir;ndg flowins from P35t research inpe estnent,

T Mre J.8. Kanvar then Procegdnd o Geoerlbe ICARg Tesearch effort

in such fields as viatop managenent, foddey Fesoureas, livestoa breading

and farn ;ochami:etiqn. Ho lookan uwhao 1n:iﬂ5ty and o usiagn of the
Preceding gsoakar as th <3 a o 59 to reporg

in thege fields, ¥ ingui NOUS the statug of resserch in
Coltiareial CrCps, ¥r. Sivaraman 82id that these end other intes EQLlh
Questions wonlgd he divcu:5“i in the plane to Purnea, (n tals note o
evnﬂgoﬂtlod, Yre lellomara concluded tho Focting by thankivg, thn participants,

i?
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William M, Gilmartin

Mesting of lr, MeWamara with State Covernment Officials,
Madras, November 22, 196

s

Present werec:

Covernment of Indin

I'{I‘; IsG. a‘bel
Mr, S, Jagonnathan

Government of Madras State

Chief Secretary

Planning Adviser

Secretary of Rducaticn

Secretary of Health and Family Planning
Secretary of Industries, Labour and Housing
Secretary of Finance

Secretary of Asviculture

Secratary of Food

Additional Secretary, Industries, Labour and Housing
Chief Fducotion Adviser

Dirsctor of Industrics and Commerce
Director of Agriculiure

Director of Health, & Fanily Plamning

World Bank

Mr, Robert S, HMoNaomars
Hre Gregory Bs Votaw
Mr, Rainer B, Steckhan
Hre Williaan M, Gilmeriin

Most of the meeting was devobted to an explanation of agricultural
problems and objectives in Madras, It was explained that 40 percent of the
income of the State is from agriculture, and that Madras is on the horder

g : (=1 3
lirs of self sufficiency in foodgrains with some surplus in good years and
e, A J g :
small deficits in poor yeers., It is, however, very deficient in proteins
and other protective foods, Rice is by far the most important crop, with

o

mosy of the commercial rice supplies conming from the lanjore Districte

is still very much affected by the vagaries of weather, About
the cultivutsd area is irrigated, but of this only about a
is fairly indspsndent of monsoon veoriations,

Rapid progress is being made in apricultural echnology and as a result
cereal production has increased from sbout 5.5 million tons in 1965 to 6,3
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million this year. A further increase to 8 million tons is expected by
1973, The main factors for improvement are new varieties, fertilizer

and water controls The main new rice variety, ADT 27, gives not only higher
yields but has a shorter growing season (130 days insiead of the former

160 days) and this permits a large increase in double cropping. The more
precise timing requircnsnts for double cropping means, however, that the
required farm inputs must be available on tinms and it also neccessitates more
irrigation and better water controle

Toward the latter objective there is a high priority emphasis on
tubewells and other wells, There are 2lready large grounduater resources
in Madras although an immediate survey of the nature of these resources is
needed, A State~UNDP survey is in progress but on a very linited and cquite
inadequate scales The propossd tergets for the Fourth Plen are an addition-
al 70,000 open wells, 10,000 private tubswells, and another 10,000 "filter
points®" which are larger public tubewells.

An immediate problen of well construction is a shortage of power
drilling rigs and other equipnent, FRige are required which can drill 100
feet per day and there are very few of these., The other and larger problem
of well developnent is finances It is hoped to expand considerably ths
resovrces for wells on the basis of sales of Lond Development Corporation
debentures to the Covernmesnt (hope for Rs,.17 crores of such sales during
Fourth Plan) plus additional financial support through the Asriculivral
Refinance Corporation and private commereial banks. In reply to a question
from lr, McNanara, it was also noted that about 30 percent of the well
financing can be expescted from farmers themselves as a result of increased
yields.

In addition to rice and other cerezls, there was reported a very
large potential in lladras for increased fruit apd vegetable productions,
partly for consumpiion within the urban centers of the State and partly
for export to other States,.

My, Mcllamara asked the employment effects of increased agricultural
production, and tha concenscus was that the newer technology and higher
Yields were not likely to create substantial additionsl employment
opportunities. There was no clear answer to what might be done about the
large rise in the additions of redundant rural workers to the non-agricul-
tural labour supply.

The priority of the Madras Govermment on family planning was also
emphasized, It was noted that population growth per year was only 1,12
percent during 1951~1S61 but that since then the death rate had dropned
from 24 to 15 per thousand and ths annual rate of population growth had
gone up 10 1.8 pvercent, While pushing a variety of femily planning nethods,
the main emphasis in lfadras has beon on sterilization, Madras was one of
the first to mzke substantial headuay in this and now has had about 750,000
sterilizations out of a total of 5 nillion in India., They said the India
figure of 5 million was about half the total for the world,
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There was a brief discussion of the education pre-rem in which the
main emphasis is on raising the 35 percent literacy ra-o 9 a2 highevr luvel,

(4

One emphasis is on maintaining more regular and s sytonded school
atbtendance, and school lunch programs, with ascictannre froam CARE, have

been particularly effective to this end, Funct 1iteracy prograns

are also being started with the hope of consi sxpansion among adults.
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¥ennoth &, Bery

Meetineg on ;:_r_:-ricu]_‘i;uz'c, Vi .:"ig;at'i_cn and Food 5 Hest Bengal

Hovember 21st, 1553 11: 7 a.m.

Presentt

Aerdiealtara Br, *-%. Gupta - Food Cemrisalenar & Seersbary,
bl abealhoibcflh ooty Zec;"*' ans J“pp'j ios Do partnenk

al Adviser,

Fr. 7.0 Gupta = Becnouis pnd S tilti;
Lepartwent

Z.Q and vaalJ;d

I‘II‘. » 2 X; }:ajnﬂ?df;}'r w Toopsd- Y II‘.-‘"E._-'-‘;.':T‘tiC'-l £
Zénd also Secretary, Cooperaticn Depte

Govtiof India Mr.Govind Harain - Sceretary, Holth, Family Planning and
/”"‘*1 Develosment
Werld Bomk Yege <. Melamava, Votaw, Cilmayiin, Clark, Steckhan
— end . war
1‘ o, U Hoxs7g aslen 't when tha Gtata m Li:h ; be golf 51'&13*“‘ t in
food, Ir, Qupts znswers< o t it mizht be selfesulfficient in cores 1z
by ]973 o* luwg ‘ﬁt it ¥~ _d ceatinue to be doficiant 4n preteins,
°s usez -9 be received from what is now Usst Pakistan

and tﬁgf c@ﬂb¢qu:g to ¢z 7@ on other “tates for thess as woll as
pulaes,

2e Mp, MeBan:ra askr< wha p*roﬁnun~nfe the rice som was of &
hizh 5 aldingy var vas told that 9% of tolal wos the tarzet for
1955-£2, Thq / 1%y ¢ more rasid expansica was the lack oo

~tha, It had boen estirated on the basiz of &

8901051~31 hurwyy v wCuld be pozaible to put dewn 100,000 shallew
tubuells, The Siate o~ ~-ran for the Fourth Flan was 50,000 shallos
tubavells and 1007 daep ,~a3113. The desp tubowells wers in parbicilar
are7s where ghallo: drii. o7 woild not ba *J””ictent. By dse p thay wzent
1000 £%. or mere. The s-- .Low tubewells weuld reeslve State leans throeos)

bleelr daveleprant offjos- TOr 007 of thalr conts. The Goops ¥are also new
giving seme ercdit for ¢ mwolls,

The @lscussion <d to the prodlems ¢f irriraticn ang
g2id <hat - 52 3 majer irrdsatien prolacts in the Stata,
ond iorurs- had been ecunlatad bug ﬁ““‘J 2a3%i which kad
o 12 years was not cerplede znd would nod be
ecunlatod within -2 Po Plan ise et fiﬂ:1&1?1 limitaticns, It now
irpdcatsg 1/;,0” 2oras ] coanlation 44 was expected to irricste
950, GO0 sores 2 zhe 1 +1lien scres of feru laud in the SXatos 3.7 nillicon

e e ey r——r kit e S S S e S

w



‘5”03 bad gona o Pak

wers irrigated, of which 1.6 uillion wore *r*i sated by the government,
The program of 50,000 tubswells Lo the Feurth Plan would mske possible
the irrigation of 250,000 additicnal zmeres,., The acres por tubewoell

3 AN T -
raEwy vWa u3rll”

was log beecause the ereop was paddy and reguired
h. Vi, Iqj’ aday next referred to the reclarmatica of the Sunderban
3 1000 9g. niles of thiz ceastal areca;
1ined in ‘ﬂst long 11. There wore
2,200 miles of carbi Vest
rﬂﬂLhnmﬂd part of 1 area from the soa, In 14f9 a 1“4~e reclamati
project had bsen designed with the help ¢f Dubeh ecasullonta, Its total
cest would be P@,EOD grores. The first phasc, costing 19 ererss, woul
o3

»
raclaim 125,000 a « The report for this phase was now conplste,

e X
~ e
n an nJ.uent in
&
at

:

S . Not mach had beun dene on the flood centrol in the State ag a
whole. The Dawmodar Valley develonnent hzd controlled floods in that area
but in ¥orth Bengal wery 1itile had besn done. The recent davastln

flocds in that avea wore partiecn wrly bad becaus? land slidag in t?a
mountains had desmod up the Testa rivor and theso gava Way suldanly.
There had been 2700 danbhs aad it wes eatimated thed 60,000 catile were
lost, There was a project for the Teata vulley ent ‘ﬂted to coat
Rs.3U0 crorss. The first phase, with a cost & 26 croces would toke

six yoars.

most immediate problens in
 eredit vas a najor bottleneck,.

ds of all farnors, Hovever sn
opinion was also exprassed b odit wag only regnirad for one erop
of lilch ylslding warieties. e rebarns wore sulficliens to obvizie
tha nzed for further crsdlit. The physleal problem of lack of storagze
at farm level to pravond subatontial loss die te pesiz and zlso at the
trade lavel was also wentloned eas an immediais nrr“lﬂu.

6. Mr, Modamara then asked what ths
agriculiure weras Uns ansuer ¥ kv
The Coops ware unzbla to moe

Te Mr. MeNamara then asked aboub nanpeower reguirements in azricouliurs.
Ho underatocd thore was a surplus of manpoisr nors YWould it increase or
remain stable? It was pointed out the area of agrieultaral land per
capita in West Bengal was about 1/3 acre, which did not allcr fer ruch
absorption of labour. It was expectod that the surplus would increase,

B. Hr. Yelamara sald it seemed to him that with the changs in

sy 1 smltnral tochnoleory 8 s2quence of evenia woald dake placa. Flrst wonld
cora the introduction of rech&nisﬁtiO; vwhich weould lead o the forning

of 1*r 8y plets and TCTGr reguirenanta for wenpoiers 4% this polnt

It % q&ilv »l3 i1 havs some inpact, thers wonld b

a svbawﬂn aRrplis rura “r;= g a moviang Lo the cdties. He thon aslkad
vwhethar thz W n inersase in wiral Incomas. The

reply was tha political question.

Mr. Vobaw 2 Y BOr

for fertiliser and woioey and | Fatel suzraster i rha ata ¢f intersat,
It was I"'*L'l'f ad @ib that b= lage terse minigs a in Yasg | i Sgre unclds
to 5:t a dic TET Paum 28 Lt cog Sovarncr
undsr pres
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State Uficials
1,

1963 10:45 a.m,
Present:

Govts of Wegy Benpal  Mp, Hu.ll, Basn

arvrratn N L EN o &? e

.o II .' .ﬂ L oiter 37( “--....>(
s D"‘- !"'I = lc‘lbi

Late

Hovember 26, 1965

h Chief Jeeretary, est Benzal ang cther

= Chigf Secretary

¥r. 8.8, Roy = Conmissioner fop Hemo Affairs ong

¥r, B.C, Gangu

[Secretary Homs Dapartront
1i - Levelopment & Planning Commizeicnsy

fr, H.Co Datta = Jb.Developnent & Plonning Commissioner

Govi: of Indin lirs Govind Narain Secretary, Health, Family Plenning

Werld Bank
T and Bchy

;i The Chier Secretary, ¥

and Urban Develooment

¥
£y

Megsrs. HeNamara, Votaw, Gilmartin, Clark, Steckhan

Te M, Basu spcke of tho diffienlties of

MK
finding Yesources ey tha State's five year investmant Prosran of

£

Rs.58) evoves, (The program gi
of the funds wore;to cone from the State
cutlock for the State's cantribution wag
sufficient to balanng corrent (non-plan)
expenditures fop dzarncgs allcwances for

1

naintenance whien was badly needed, were

not include funds for Calcutta) Parg

and part from the Centre. Tha
not brisht, Revenue was not
expondifures and edditional
State employees and fom
expected to total R9.29 erores

over this peried whils on the basis of the recent report of the Finance
enalssion, the Centre would Provide caly Rs,12 creres,

Rl

2, - The first prebles was to balance

enrrent revenue snd expenditore

and the rain questicn was her to ralse tha_necessary additional revenus,
He thouzht 2 sales tax was the R0t feasible Possibility,

3. To inorense thoir difficulties,
had not only stopped tax collections but

the recent flowds in Nerth Benzal

had prebably nade 1t n2cossary

to remit toves alrzady paid by these in the affected arsas, Flood Gamaza

0y

had been estinated ag Rs, L0 ereres; their budzst fop flocd relier Was

3=l croves,

L. Hr. VeManara askad whether the increased incens in 2zriculturs yould
glve an increases 52X yisld., In tho discussicn that folleved sene expressed
doibt as to whethor there veuld ba pen inereass in azricultural inccna

because of rising ceats., Cthops thonsht

that if an increase dig cocur

mest of it woulq £0 inbto inerongsag focg consutption by spall forvars ang
little weald be "evnilable®, byt it was finally coneeday that thore
Prebably would be an inereags in ineccua that uizht be useq artside the

sector,
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Ba I:‘. FeYamara thon asked how mmich of an v inere;
captured given the exisiing tax structuve, The answer wag vy
1itdle 4f ﬁny. The land %ax was fixed and trs taz ¢a azricultural
incene wes very neninal aad difficult to ¢olloct and, 53 a matis
policy, thore was no s2les tax oa rice or cthop food produsts. Most
of the ro venug froa agricsgliure csne from tha toa egts 1tes, :

6. Mr. Iollenara sald that 16 scemed to hin thas the situation

vas raghly as fellcist agriculiural ineesa weald risa; thars were

no raal plaas to +'-*3 ‘c‘ri.c ineremont of inccup; and atb the gome tims

there were great roeds for additional repources o finance ths

devalesmant nlan, }r agisad whathor ot‘_my Statea wors adly 40 collect

more «f the increuent of azpi C.llu.lr‘ 2l incone than Weat Bonwal, fThe :

pinicn was expreassd that all were in 442 s=t3 boub and no 0 Stats did
pa,i"tl"“'F“:'l- well in this .ca::u*c-. It was also noted that the cout of
tax collection from small forrars was exfvonaly bigh.

7e The noeds of Cal-:"ﬁ,z warg not included 4n t ¢ plans for o
_Ben{:'t}. The govu_:‘ ant bad decidsd to trsad Ca]c.zt‘f:a scparately in the 4
hope that it conld rocoive sova priceidr in itsaif, As Tar as the
1
Stats plcn wag c*“ﬂ:‘r*md, Bs.li8h ercres was consistent with ragh

\'..‘

exponditures during the Third Plan., Censidering prics rises
thon, nothing less than 500 ¢roves weald 1‘81‘1’.“'11. mch of
nenditures, was 2l .} CLoreTe

ﬁ

The revonue bud*et, l.e.tho nen-plan ex

8, The diascuselon returnsd to ths prodlem of r:z:lsin:.; ravenue end
it was pointed C"L that a po 35111 soures of additiconal p

on paddy, kad baen exclude c’ 28 2 ratier of State pc:"Li ¥y Lu many yesrs,
Fr, Folamara asked whothsy ull b9 posszible t0 tax azricalinral
inputs - spoc fiecally why 71 1X erul*saz'? the answer given was taad
it weuld be inconzistent *1‘,:1 50 from a situation sitors for u_,li_—,;ﬂ. ;.,33
gubsldised, as was tho ¢ase unbil » 3cc.au1,,r, to ons vhers It was toxed -
even whea it was in shori supdly 2s ha was told was the ease at pf sentl

.

Ge Vs Melamara said th t 8 ? to hinm that with nev dewel coments
new prosvlens arcse, Agvical i i;cc*:.- was rising. Trodition ally it
was nol taxed bud cenditicns had chanzed and a new loce w2z nsedoed. Tk
geemsd to hin the State Goveranent weuld have to £ind scoe we ¥ to tax the
incrca jed #griculturel inccma, _ _ .
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Kennath 1. Bchr
Kosi Project, Purnsa Eihar

Feeting with Project Administration and other State Officlale
Hovambar 20th - 11:00 8o

Presont te Bihar Governrand ~ goeg atbnehment

Central Covernmant - M, Siveraman, Secrotary, Dept.of Agriculture

World Bank « lYeossrs. iclamara, Vobow, Gilmartin,
Glurk, utec‘nan end Bchy

1. Mp, Molamara askod hew the exteonalon work to assist the farmors
tc take advantage of the nsu crep varletics end practices was organised.
¥r, Chakarvarty, the ¥osi Area Develcepment Commissioner, shoved

¥r. MelMamara en orzanisabica chart and said that each block ednsist ed of
about 60,000 acres and 10,000 farms. fThere were 2 villare lavel vorkers
per bleock and together they were sble 10 assist a aboat 2000 farzers in
dravinz up form plans - about 100 par village level worker, The

farmers who wanbed this hnﬂls anes wers gensrally those with 510 acres.
Theze wers mere progressive than either the very swmall fartzrs o

the very largs onese The dis pibution of farms by size was roughly

as follcusy

254 of farms loss than 2% acres per farn

20% botween 23 and § acyes

hs: vatween § and 25 peres

107 over 25 acres
2. ¥, Nelamara thon asked how eredit wos mads available to farmers.
Ha was told that ecoperatives could loan a monber up to Rs.2000 per crop.
Those were short ternm loans repayable at harvest, It was possible to
borrew up 4o 73,5000 a year with three crops bub only Rs.2000 wae supposed
to be citsbanding at any cne time., There are about 20 cocperative
sociedics in a blesk. Thay wers cperating in 807 of the villares and
627 of the farmsrs wore uesbers., . Scre shert term credit wos also available

from the State Azricultare aepartman‘ for farrors not nucrders of

cocperativea

Se In addition to short torm leans the Land Eﬂ‘Cle?Eﬂ' dP L
geently set up in the State, provided 7 year lozns. This \

itg funda frem ths Reserve Tan'ty the 3tate and 1ts cux res _

Dehenturss issucsd to finance specilied approved area prograns were given

specisl support; Suj vare purchased by the Arrien tar’l Rafinance

Corporatien and 1037 by the State., The coeraticns ¢ the barlk were
L%,

"
agsisted by the groat **‘“"ic in iznd vrln2s thst resulied from the

N ’
7 tubeve In i 4hkg value of land o be used with
AL ibe esivlmated valug afiey
srom Y Yamd Fom Bl - Q=
gl wenld Yend for AT € tho
co vel) wag abort B5.5000.
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In adiition the farrer had to advance Rs.2000 feor the nocessery
pcser conmactien,

b, The State Bank was also starting to lend to farmers in the
erea. A scheme had cnly just started in two districts <o lend to
feraers with 25 acres or mova, Cne of "ice had bzen set up and 300
applicaticns had been received. #r. MeNamara asked hiw many farmors
in Bihar had cover 25 amcres. The answor was that of the 4 million,
104 or L0D,000 had farms of 25 acres ¢r wore. The State Bank schems
aired to IKuCh 1250 farwarse The Bank was almingz at the markst
cutside the coeparativesy the approach was exporimental. '

Se ¥r. Fclamara ashked what holp was avallable for the small
farmer, He was told thersc was a scheme for the Joint purchaze of a
tubeuell by several farmers. It was considorsed that a tabewoll
vequirzd 15 acresz to bs a profitadle iav-strﬁnt, althouzh there were

excoptions, To date, the joint purchase schsue had not had much
sucCess.
6. Mr. Felamara ssked abouil the fubure plana for develcoment

of the area. He was told that financial requirsnenis for the next
five years encunted to ih-lf) crores. Tais figure included F3.50
crores to finonce feriiliszer purchases and other short torm itens
es well as finznce for now investsent in the area, There were
800,000 farmers in the project area,

Te ¥ir. MelNamara asked for some indices of chanze to show what

‘had happened in this area since the project. In additioa to the

figures on productleon in the y,int“d vaterial preovidsd by the Ministry
of Azriculture, it was menticned that L years ago land cest Rs,200

per acre., This same land 4cday with irrinatim was valued at Rs,5000
sn acre and they expecied ihe value would incresse to about Rs,8000 per
acre, Very litile land was changing honds. It was 2lso stated, in
respense toa qmesu”ca, that the opall farmsrs, these with less than
2h‘0r0u, had not participated in the gensral grosth of oubpud and
improvavent of ylelds.

Ee ¥r., Y bu:ar vhat haprensd to the ineremcat of incose
indicated by these (Hz bhad been told earlier at cae of the
farms visited that 5nicre per acro had increased 10 {imas since befeors
irrizaticn § yzers azo)e Ho was tcld that neas went iate taxes since
land revermwe was fixad at Re.b p; sers Also that there had been a
sharp inersase in the puarehass Iiia insu rance z2ad in swall savincs,

]
s
4 0
¥ i
y
r‘.

There was a proposal c¢f the .umtc Bank to sed wp o2 man branches to
collect savinzs., The Bank did not have any ezHPVLPu,e in this sort of
cperation and did net seenm clear on hot to go atout it or vhether 1t was
Wcrth’-?:.xlel

9. Consicering the cn“,,v that was tsking place with the intrcductica
of machanisatien ?4. Me¥amara asked how these changes woild effeact labour
requirsrenss in 10 years tl*". e Sivarzman answeyred that soue gitudies
they had pade in Jieated labear domand weuld ba insressed by the tyre of

Lo
E S

machanicaticn contomplatad., This was bechuse mechanisaticn made thres crops

e i
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pcs*lble and there was much that cculd not be mechaniced and this
incroassd the requilrerents Lr laboenr on the whole.
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Bihay Goverany

ik

Ere SeAoFa fibbas « Chlef Aduwinistrater, Hiver Valley Projects
Hr. S.R. Chakarvarty - Lovoleopssnt Coumiszloner, Kozl Arves

Dapta « Chief Easincer, Kesl Project

Vr. B.¥. Ojha « Enzinesy Farber and Chilel Enzinzer, Bihapr State
/Electrisity Deard

Hr. R.D. Pande - Secretary, Departsont of Coopsration and Sugareans

Mre M3e Roo = Adviser to thz Gevernor

Fr, 8.P, Srivasteva « Fonaglng Direccber, Bihar State Cocperative
[Land Hertgage Pank

iy ReKo Srivastava = Managing [irector, Bihar Stste Co-operative Dank

Er, HolWo Thalur « Agpriculinrsl Preduction Commissiocner
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Kenneth A, Bohe
nd Cil

leeting on Fertiliser 2
12:00 noon

Hovenber 15, 1968

Those present weres Indien Governvent

¥r. P,R, Nayak, %ecretary, Pebtroleun % Chemicals

Ire Voo Kasturivanzan, Chief Project Ciflcar,
[itinistry of Petroloum 2 Chenicals

¥r. B, uiVﬂl.,nn, “Secretary o Asrienlturs

Kr. K.B. Rao, &dvi' 0 (Ivuuatry & Vining) Plamning

ommis sion
Dr. I.G, Patel, 30ﬁ01a1 secretory, Minlstry of Fipance
¥r, B.R, Iyer, Fconomic Affairs, Ministry of Finance

World Banlk

s Carzill, Votaw, Gilmartin and Bohr

Proszran of Investrendt znd Preducticn

1. Fr, Mayak described har the government expscted the Indian
requirenents of fertiliser to be meb over the next five years, Nitrosen

*ruerH,ntJ. k2 said, wers expected to grow frem 1,700,000 tons of
nitrezen in 1959-70 to 3,750,000 tons in 1973-7h. Through 1971-72
imports of 8 0,000 to 1 million tons per year would be nzeded bub they
sho1ld stard to decline in 1572-73 and by 1973«7h he expoctad that 21l
ths nitrogen required weould bz producad in India. The basis of this
expactation was as folloyst

(1) Present capacity is ebout $00,000 tens of nitrozon
in 10 najor plants and several small onss. 9 projecis
are noy undey ccnsitraction, including 3 expsnsions, with a total
apacity ¢f 1,270,000 tons,. Th.s= projects will bo coming
into production over tka naxt two years glvlnr a total ecapnclity
of 2,£u3 000 tons in 16 major pl«nu; and ssveral small cnes
by 1970=71.

(i) In addition to projecis under way there are a numbor

f projects in varicus stages of preparatica. Cas
groun of 9 projects, including two ex oﬂnsicqu, consists of
those alroeady approved by the governnent, The total copacity
involwved is L,SCJ,::O tons. 7 of these are in the private
sacbor. The governuent rezllzes that all of thsse may nsh
patoprizslises A3 hag bosn tha oar saveral tises 4dn t'f"‘ yacsnu
‘post tho entrepreneurs, beth Jerelism and Indisn pay decids ncl
to undsrtake what thoy have propesed,

e e A
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(iii) The second catogory includes 8 projscts under

ccngideration but not yet epproved. Thz toia
capacity 1s 1,700,000 tons 603 of which is expocted to
be in the publie sector.

(iv) Frem the totel of these two groups of projects,

15 naw planis and 2 expensicns, 1t is expected
that sufficlont new copaciiy wilil be constructed to enshle
production to roach 3,700,000 tona by 1973-7h. At tha
time the total number of wajor plants in operation will be
29 er 30,

Finance
2 Dr, Patel pointed cut that finaneing the fertiliser progran

vas a major problem. A lorge ancunt of foreign exchanze was requireds
$250 million was needed for the Fourth Plan program. The terus on
thich they had been able Yo cbtain it thus far had been difficult with
the exception of tho flinance provided by U.5. AID for the Trombay
plant, Iich had beon financed m a deferred payuent basis. Financing
foer the cooperative plant at Kandla was to be from the Bank of

America uncder the U.5. guarantee progran. The datercst was expzected
to be 77, and anortlzation over 15 years. In additica to finding tho
foreizn exchanze the goverament under ils policy also had to find
rupee finance even in the case cf private ssctor plants. The fact
that a project was in the private sector did nod nscecsarily moan that
much private finance was provided. The Kotah projscet of Delhi Cloth
MHills was cited as the exception which nscded no assistance from public
financlal institutions.
fonazersnt ;
3. Hre lclamara asked how they expected to deal with the prodlen
of managerent in this larzs programe It seemed to hin that the burden
cn technical expertise wauld be tremendouns, |

b, In reply, Mr. Nayask said they were approachinz the managsment
prcblen in several ways: ¢
(1) They were retaining experis who had helped build
a plant to azssist for & tire in its cperaticn., The
exarple was the Gorakhpur plant rocently completed by the
Fertiliser Corperaticn of India. The eg.dpment and technieal
collaboration had baen Japunase. A numbor of tha collaberator's
staff wveauld remain for scre time at the plant,

(i) They had inercass

e Do RO S A ey

L AT
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(131) They had cntered into 2 management azrosmend
with Forbtiliser Coopzrative Intrrnatienal in the
case of the cooperative plant to be bulll at Xandla.
Theve was 2 sinilar arrengerent in the case cf the
¥adrss plant in the public sector, In this case the
foreign collaborators vere nanaging the project.

(iv) TFinally, Mr. Naysk pointed cub that in the case

L
!

of the projects with farelgn collaboration
manageuent assistance frea the forcoign parbics was expectods

Se Dr. Patel argued that forsizn ranagement ¥as not nscassarily
an answers. iﬁ;ﬁ&ﬂ,GKQQREiVB and neb always effectivo. He also sald
that Jepanese techhical asslstance had the best reeord in the
fertiliser Cicld in India bub they vere iinited in the juss of
Jopansse equipnent end technical halp by the anmount of Japaness credits
of interrational cradits available. He sngzested that the Bank itself
should hive & corps & 100 fertiliser exports to assist in pregrams
such as India was undertakinge.

6, Ve, Nelapara said he wizht give such a prepezal consideraticn
1f he thoazht 1t might help. Ho wanted to make cleapr that by manazenent
he meant the loteal prevlon involved in gatiing plants to cperate at
capacity. This insludod both adrinistrative and technleal aspeels.
Furiternore this was not en jdsolozlcal matter at all. He was

concerned with the efficiency of the cnoration and hol the source of

.

finance. If the Bank were to holp finznce this program it woald have
tote assured of efficlent wanagewente. Ceasidoring the diffieulties
now experienced in operabing 12 plants he saw 1ittle chance that India
would be able to coerate 29 plants at 753 eapacity by 1973.

Petrolaan
Te ¥r. Meyak revicusd the overall situation. Petroleun consumption

is now zbeat 15 wmillion tons of erude of vhich:9 million teons is inportad.
Tn addition zbcut F nillicn tens of refined products ls imporied. The
developnent ¢f demestic oll rescurces has been recsnb. Up to about

§ years age producticn had neb exceeded ¥ millicn tens. FPresend
prodactica was aboab 6 million tons and the expansion of [ields now
under devalosment ias expectad to bring produckion up to 19 nillion tens.

In alditicn 2-3 millica tons is expoetsd o result from ney expleraticnse
Besever, ot the sans tire bscaase requirenants willbe increasing Lo
2021 million teas in the noxt feu years and to 30 millicn teous by 1975
imports will incraztie '

8., Fue situaticn woild ba substantially altercd if a larse disecvery
of oil uwere made 1 proadsi roa offshors in the Gulf of Cardzys

At the prec b 34 tance in oxploriny thiz
arca are be beration from UlSe 2rd
Gernan fire »m =nd the sale of 61°+

with assist v, Some of these ¢ Jers
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have becn wade vsry rccently and Mr. Mayak veantioned in particular
that the Japanese typs of offer in which Indla operated the equipnent
with foreign asaistance had nob been fully anzlysed. A choles was

expzcted to be made zmoaz the altsrnatives within the next few wecks
he said.

KAB:yd
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ForMm No. 26 J o (
(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
TNEOMI NG WA RIGE
DATE AND TIME ROUT T NG
OF CABLE: DECEMBER 17, 1968 1815
LOG NO. : RC 9 /18 ACTION (OPY: MR. ALDEWERELD
TO: ALDEWERELD INTBAFRAD INFORMATION
COPY:
FROM: CANBERRA DECODED RY:
(L"'f'a,
TEXT: N"} 2 ’l/\/\
UNDERSTOOD END SEPTEMBER QUESTION MY VISIT TO INDIA WAS
f’ L,ﬁ'"- REOPENED., INITIATIVE WAS NOT MINE BUT WOULD APPRECIATE
_/J
Q ADVICE, IF NEEDED FOR INDIA WOULD HAVE TO BE WITHIN PERIOD

APPROXIMATELY 20TH JANUARY TO 10TH FEBRUARY. ENTIRELY HAPPY

DECISION EITHER WAY REGARDS
. CRAWFORD

\ 1/\”5 lﬂ’ il

L D 2]
LS

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL






November 26, 1968

Mr. John W, Mellor

Department of Agricultural Economics
New York State College of Agrieculture
Cornell University

Tthaca, New York 11850

Dear Mr, Mellor:

In Greg Votaw's absence I am writing to acknowledge and
thank you for your letters to him of November 22, I shall
arrange for these to be made available to Greg on his return to
the office on Monday, December 2,

Sincerely yours,

A. F, Kirk
South Asia Department



Form No. 59 I'TUII}AL H.G.
(2-55) VAgri. Gens

CROSS REFERENCE SHEET

COMMUNICATION: Letter
DATED: November 18, 1968

TO: Mr. McNamara

FROM: Mr. H.G.Mudgal
The Nest
Bombay
INDIA

FILED UNDER: INDIA - Inquiries

SUMMARY: Request for assistance with his Farm Prosperity Project.

Ack.by Mr. Votaw - letter dated Jan.3, 1969



ForM No. 26
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCI| ATION RECONSTRUCTION AND DEVELOPMENT CORFORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
TO:

FROM:

TEXT:

ROUTING
NOVEMBER 15, 1968 140
RC 10/18 ACTION (DPY: MR, GOODMAN
INTBAFRAD INmmm%% : w&;&nmm
NEW DELHI DECODED BY:
1 FOR GOODMAN
ARRIVED DELHI
FOR WAPENHANS

ALPHA RENDEZVOUS BOMBAY NOVEMBER 25 CONFIRMED AND PICCIOTTO WILL
RETURN DELHI WITH YOU

BETA LIVESTOCK AND CASH CROP SEECIALISTS NEEDED AS EARLY IN JANUARY
AS YOU CAN ARRANGE

GAMMA PLEASE BRING THREE TINS ENFAMIL POWEER FORMULA FOR PICCIOTTO BABY
REGARDS

MR, WAPENHANS TELEPHONED DURING WEEKEND
FAMILY NOTIFICATION HAS BEEN MADE

MT

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE






Form No. 27
(6-68)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR

r
“? ;

= oy |

INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

COUNTRY:

TEXT:
Cable No.:

INTBAFRAD DATE: NOVEMBER 1li, 1968

NEW DELHT
CLASS OF

SERVICE: LT

(INDIA) £ R Qk,/

181 FOR GIIMARTIN Myrrreisey, " AN b

PART I INFORMED VIEW OF BANK SPECIALISTS IS THAT PHILIPPINES HAS ACHIEVED

A RICE BREAKTHROUGH STOP NO ONE PREPARED TO SAY HOW WIDESPREAD BUT PRESUMPTION
IS THAT ADOPTERS ARE MAINLY LANDLORDS WHO MAKE DECISIONS FOR THEIR TENANTS AND
LARGER CULTIVATOR OWNERS STOP AGRICULTURAL INSTITUTIONS LEAVE VERY MUCH TO BE
DESIRED BUT STRONG COORDINATION EFFORT IN REGARD TO SUPPLY AND DISTRIBUTION OF
FERTILIZER AND CREDIT IN PRESIDENTIAL OFFICE DURING PAST COUPLE OF YEARS HAS
MITIGATED COMMA AT LEAST FOR THE TIME BEING COMMA THEIR NORMALLY POOR
PERFORMANCE STOP COORDINATION STANDS FOR GROUPING INTO COMPACT REGIONAL
COUNCILS OF NORMALLY NUMEROUS AUTONOMOUS INSTITUTIONAL AGENCIES WHICH WERE
HARDLY OPERATIVE BEFORE STOP BREAKTHROUGH IS IN\A.RE.AS OF CONTROLLED AND

WELL FUNCTIONING WATER FACILITIES COMMA AVAILABILITY OF FERTILIZER COMMA
CREDIT COMMA ON GOING RESEARCH AND SEED MULTIPLICATION IN PRIVATE HANDS STOP
THEREIN PROBABLY LIE SOME LESSONS FOR INDIA STOP

PART IT HOW WELL THE RICE REVOLUTION CAUGHT ON TO SUSTAIN IT IN THE FUTURE

IS FAR FROM CLEAR STOP AVAILABLE IF SCANTY INFORMATION POINTS TO A NUMBER

(SEE PAGE 2)

MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:

NAME

DEPT.

SIGNATURE

( SIGNATURE OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use By General Files and Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:







Form MNe. 27
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO: NO. 181 FOR GILMARTIN PAGE 2 DATE: NOVEMBER 1l s 1968
CLASS OF
SERYICE:
COUNTRY:
TEXT:
Cable No.:

FARMERS CONSIDER OFFICIAL RICE FLOOR PRICES INADEQUATE STOP FURTHERMORE
COMMA GOVERNMENT NOT ALWAYS IN POSITION TO MAINTAIN SUPPORT PRICES COMMA
ASIDE FROM THE FACT THAT FLOOR PRICE APPLIES ONLY TO A LIMITED VOLUME OF
FARMERS PRODUCE STOP CONSUMER PREFERENCE IS FOR TRADITIONAL VARIETIES AND
MIRACLE RICE SELLS AT A DISCOUNT STCP APPARENTLY MILLERS ARE DISCOUNTING
PRICE OF IR8 DUE TO REPORTED LOW MILLING AND INFERIOR EATING QUALITY STOP
HIGH YIELDING QUALITY OF IR8 IS ADMITTED BY ALL FARMER PARTICIPANTS BUT SAME
SURVEY OF AN ADMITTEDLY SMALL SAMPLE IN ONE OF THE BEST RICE AREAS SHOWS THAT
L)y PERCENT OF THE FARMERS WOULD NOT PLANT IR8 AGAIN AND 16 PERCENT WOULD REDUCE
PLANTING OF IR8 STOP THE REST USE TRADITIONAL VARIETIES DESPITE HIGH YIELDS
AND LITTLE LODGING OF THE NEW VARIETIES STOP ACCORDING TO SAME SAMPLE THE
CAUSES ARE LOW PRICE COMMA HIGH COST COMMA INFERIOR TASTE COMMA POOR DISEASE
RESISTANCE AND SHARP LABOR INCREASE IN WEEDING STOP MANY OF THE INTERVIEWED
DO NOT WISH TO RETURN TO TRADITIONAL VARIETIES BUT DESIRE ANOTHER TYPE OF

IMPROVED VARIETY AND BETTER PRICES STOP NOT IN POSITION TO JUDGE HOW

REPRESENTATIVE THE SAMPLE IS AND NOR IS IT POSSIBLE TO RENDER FINAL VERDICT

(SEE PAGE 3)
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME
DEPT.
SIGNATURE

(Slumu’uﬁs OF INDIVIDUAL AUTHORIZED TO APPROVE)

For Use By General Files and Communications Section

ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Form No. 27
(6-68)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO0: NO, 181 FOR GILMARTIN PAGE 3 DATE: NOVEMBER 1}4, 1968
CLASS OF
SERVICE:
COUNTRY:
TEXT:
Cable No.:

CAPACITY OF IR8 IS UNQUESTIONED AND THAT THE SAME PHENOMENON HAS BROUGHT

IN ITS WAKE A HOST OF PROBLEMS WHICH RESEARCH AND AGRICULTURAL POLICY MUST
DEAL WITH IF THE RICE REVOLUTION IS TO HAVE SMOOTH SATILING STOP

PART III SURPRISED BY YOUR REFERENCE TO RICE PRODUCTION UPSURGE IN WEST
PAKISTAN STOP THIS OBSERVERS VISIT INDICATED NO MORE RELATIVE PROGRESS THAN
IN INDIA WHICH IS VERY LITTLE STOP MY STRONG IMPRESSION IS THAT PUBLIC
RELATIONS IN WEST PAKISTAN REGARDING ECONOMIC DEVELOPMENT INCLUDING
AGRICULTURE MORE SOPHISTICATED THAN IN INDIA AND EXPLAINING THE UNEXPLAINABLE
MADE MUCH EASTIER STOP IT IS THE VIEW OF A BANK EXPERT THAT WEST PAKISTANS
IRRIGATION FACILITIES DO NOT AUGUR WELL FOR A RAPID AND SUCCESSFUL UTILIZATION
OF MIRACLE RICE STOP IN ANY EVENT WEST PAKISTAN IS AROUND THE CORNER AND

TRUTH OR FALSITY OF CLAIM CAN BE CHECKED ON THE SPOT STOP REGARDS

LADEJINSKY
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
g Vol iy W m cc: Mr, A, F, Kirk
DEPT. South Asia / : A SO Mr, D, A, Dunn

SIGNATURE /U a,@/ [?M/’MQ

( SIGNATURE OF INDIVID#L AUTHORIZED TO APPROVE )
For Use By General Files and Communications Section

Vi

WLadejinsky/pop
ORIGINAL (File Copy)

L

(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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Messrs. W.A. Wapenhans, Stanley Please,
Robert Picciotto, Wolf hdojinlkys November 12, 1968

Barnest Stern (Pearson Commission

3 De t

Attached please find a mimeographed version of the concluding
chapter and the table of contents of John Mellor's new book "Developing
Rural India". I have ordered a few copies of the book since the printed
version will obviously be much more readable than mimeographing done in
India; however, the Cornell University Press does not expect to have books
available to f£i1l these orders until after the end of November.

I am sure that Prof, Mellor (and the India Division) will be
most interested in your comments.

Attach.

GBVotaw/vr

cet Mr. David Dumm
Mr. E. Bevan Waide (on return)
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Letter No November 12, 1968

Mr, Robert Piceciotto

International Bank for Reeconstruction
and Development

P, 0, Box 416

New Delhi, India

Dear Bob:

1, I am afraid that we have been rather negligent about responding to
your many letters and memos recently, for which my apologies, In faet you
wnntmmd.nﬂ:hmburmlmmwtg{l{w!myﬂ

2, Whatever owr delays, however, your letter 276 of September 3, 1968,
seems to have been held up somewhere else - perhaps in the mail strike ~
for our copy arrived only on November 6, I would suggest that de Alba

and Sicely should be given a copy when they arrive,
to

3. pass briefly over other matters; I hope we can have
some long sessions while I am in India, with Wapenhans and others,

ke The reaction here has been very favorable to your memorandum about
the relationship between weather and foodgrains production, I believe Hendry
senf you some conments from various people in Agriculture Projects Depart-
ment, Everyone seems to think it would be worthwhile to take a closer look,
Bill Wapenhans plans to disecuss it with you in Delhi, Both he and Ben King
agree that Oury's partieipation in any future work might be useful,

Se On the question of Cauvery, we have had some "non-collegial" dis-
cussions amongst the various interested parties in the Bank, As a result,
Riley is arranging for a UNDP man to visit Washington in November, The
Agriculture Projects Department feels, and I agree, that the Bank should try
to arrange as large a role as possible for itself in any future work in the
Delta, If there is to be a third stage UNDP project, we would like for GOI

we could ourselves do an loan or eredit, For preliminary work
and project preparation, we w to be involved, George
hopes that the irrigation mission will be able a good look at the

area and decide what to do next, It is gemerally felt that the USBR team
will have its hands full in Punjeb/Haryana, and in any case, March now
seems a likely earliest date for arrival of their team,



6. There was a meeting last week with Dr, K, L, Rao attended by
Knox, Wapenhans, Votaw, Kirk and myself, Rao ereated a little excite-
mtwmmummmmummruumum
development,

I look forward to seeing you soon,

Yours sincerely,

N2>

David A, Dunn
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE AR
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
INCOMING CABLE
DATE AND TIME ROUTING
OF CABLE: NOVEMBER 11, 1968 1440
LOG NO.: WU k/12 ACTION (OPY:  MR. LADEJINSKY
TO: INTBAFRAD INFORMATION
COPY: MR. CARGILL
FROM: NEW DELHI DECODED BY:
TEXT:

o

154 FOR LADEJINSKY

WE HEAR SPREAD OF MIRACLE RICE AND NOUVELLE VAGUE GREAT SUCCESS IN
PHILIPPINES. COULD YOU BEFORE DEFARTURE

FIRSTLY VERIFY THIS

SECONDLY IF VERIFIED EXPLAIN SUCCESS DESPITE LOUSY AGRICULTURAL INSTITUTIONS
THIRDLY CONSIDER WHETHER ANY PHILIPPINE LESSONS FOR INDIA.

WEST PAKISTAN STORIES SOUND SIMILAR ALTHOUGH PERHAPS MORE FAVOURABLE
INSTITUTIONAL CONTEXT HURRY HOME

GILMARTIN

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL






Letter No. 388 November 8, 1968

Mr. R. Picciotto
P.0.Box 106

New Delhi

India

Dear Bob,

I am sorry not to have replied earlier to your letter 327
of October 18, which I found as always to be full of interest.

About the dairy possibilities, I think I will keep your
papers for discussion with McMeekan who will be arriving in
2 few weeks time after a mission in Spain., He knows something
of the problem at first hand, and on one occasion told Mr. Nehru
in no uncertain terms what he thought about the "culling tabu",
to which you refer.

Thank you in advance for your cooperation with the agricultural
credit mission. It has a difficult job to do because of the size
and geographical distributior of the problem and your assistance
will be important.

You suggested we consider Mr. Ellis Hatt for the irrigation
missioh which is scheduled to be in India early next year. We
won't lose sight of this suggestiony though we had already made
plans for staffing the mission on the irrigation side and I
think it will be a strong mission,

I didn't know the answer to the question you asked about the
Tarai project, so I asked for am answer from the appraisal mission,
and this is appended. It was cleared with Mr. Dunn.

Kindest regards,

Yours sincerely,
/ 3
”E/ (b
L.J.C. BEvans
Director
Agriculture Projects Department

Enc:

L.J.C. Evans:lkt
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REURCAB 146 DITTO REMARKS MY 140 ALPHA STOP HOWEVER THREE COPIES ATRMAILED

TODAY STOP PLEA.SE EDIT AS PER MY 157 GAMMA BEFORE RELEASE TO GOI PARA

REURCAB 133 AGREE PICCIOTTO VISIT LATE JANUARY CONNECTION CREDIT REPORT

UNDESIRABLE IN REGARD HIGHER PRIORITY CONSORTTIUM REPORT AND LIAISON WITH

TRRIGATION MISSION HOWEVER SUGGEST VISIT WASHINGTON AFTER RETURN IRRIGATION

MISSION HIGHLY DESIRABLE IF POSSIBLE STOP WILL RE‘SPOND TO DAIRY AND CASH

Ao N0

CROPS QUESTIONS NEXT WEEK PARA REURCAB 111.5 PRIMO CREDIT MISSION ALPHA

MOGG NOW UNAVAILABLE GOFFIN ARRANGING SUBSTITUTE JUNGMANN COMMA MOGG

COLLEAGUE BETA ITINERARY UNDERSTAND FAVORABLE ASPECTS UP BUT IN LIGHT

PAST EXPERIENCE AND NECESSITY TO RESTRICT FIEID INVESTIGATIONS TO SMALL

NUMBER SUGGEST UP BE DISCOURAGED STOP OTHER SUGGESTIONS REASONABLE BUT

WHY NOT BIHAR OR ONE OTHER SOUTHERN STATE MYSORE KERALA OR MADRAS STOP

AISO HAD EXPECTED PROPOSED STUDY TEAM WITH USBR LIKELY TO DEVELOP CREDIT

SHOUID

PROJECT IN PUNJAB AND HARYANA AND WE/GUARD AGAINST POSSIBLE DUPLICATION OF

EFFORT STOP SUGGEST THREE OR FOUR FIELD INVESTIGATIONS AS MAXTMUM STOP

NOT TO BE TRANSMITTED

(see page 2)
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GAMMA PLEASE INDICATE SOONEST TENTATIVE DATES FOR FIEID INVESTIGATIONS

AS WAPENHANS NOW PIANS ARRIVE DEIHI NOVEMBER 25 FOR TWO WEEKS AND EYE
WILL BE FREE AND IN BOMBAY AFTER MCNAMARA DEPARTURE NOVEMBER 2k

SECUNDO REFERENCE DEALBA SICELY MISSION REPORTING DISCUSSIONS NOT REPEAT
NOT IMPLIED IN TERMS OF REFERENCE SINCE EVANS LETTER AUGUST l? SUGGESTED
MISSION DISCUSSION AFTER RECEIPT FIRST REPORTS UNDER SUGGESTED NEW SYSTEM
COMMA HOWEVER INFORMAL DISCUSSION ABOUT POSSIBLE MEANS OF REPORT

COMPILATION NOT DISCOURAGED REGARDS

VOTAW

NOT TO BE TRANSMITTED
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COMMUNICATION: Letter
DATED: October 31, 1968

TO:  Mr, McNamara Ack by Mr. Kirk - letter Nov. 19, 19

FROM: Mr. U. Shanker Rao
Poona
India

FILED UNDER: INDIA - General Negotiations

c.c, India - Figheries Project

SUMMARY: New Concepts for Aid to India

EXCERPTS

1:?,,?1\.:{_9.9?:1&:?3:.a;‘;.§-;_£931_.f:x.i_d-.._'l;g_..;l';.l_l,@.if_-*— .
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- 1

ey I presume to Graw & vrifle on your velusble tdme |
end sttention ? . I heve the honour to present my compliments and@ wi sh
to subwit a few proposals on ine effective use of VWorld Benk eddito
India in future. = ' " A
Tn trying to do so, I feel encoureged by the tenor’
and avowed objectives of your first address, on September 201th 1962,
to the Governors of $ne Viorld Pank, as reporited by the Press in Indis.

&

&

by you struck && being both highly incisive and imaginetive and, (in
ites aims, truly constructive, Your proposeels bolh to double the gueant-
um of lending by the ¥World pank and to chennel it all into genuinely
productive nterprises for the uplift of poor countries touch a grate-
ful, responsive chord in millions of hearts in those countries, New
hope end determination have been generated by the go sls you have setb
for the World Bank. '

2 Let me cay atonce thal o my ordinary mind t&iat‘"' ‘apeech
i

3. Tn the lending countries, among vhom the U S A has
played, and will we 511 hope continue O play, the dominent and the
most helpful pert, the preveiling sense of ' disenchenlment seeeoes
fed by the poor periormence of the poor countries snd their blatant
w wenonagement of b cconomies ' is natural. nut it cen perheps be
seid in extenustion theal both in purpoee end execution, there had not
been in the past the s@ae diccernment, reach and energy, as you now
urze bringing to besr OR aid operations, apart from releaxing a few
1imitetions forserly 1mpo sed by the Denk end felt to be irksome by
borrower counlries.

Tndeed, Sir, this is one of the mosl encouraging and
inepiring fealures in your recent speech.

<, stress on Agriculiural Expension

In the new progreamme, you have enviscged, ‘stress is
rightly leid on eteady permsnont expengion in agricullural outputl and
on practicedl, productive ecucetion. For underfed nations sguch as Indis
sgriculture is ofcourse of the foremdet importence Ior bere survival,
and for its promotion progressive technical educetion too is &en ine-
dzspenseble factoT.

The griculture " in thie concept perhaps in-

' ating both 1end and valer rgsources, and

-

; cepming the ocezng ) which, I thinkoffers cquaelly
~e for expension in Indie, given the right direction,
if only becsuse thal velushle source Of humen
urichrenlt hae s0 1ar received but perfunctionery svtention in Indis,

- = m eyt et o et AR Tutur
v, mind ie thaslt a subE tential parl ol lutUlc

_fl
ine by the orld Sk 1O Indiza could be eermarked Lo develop,

R.ETLC‘. £ A0 3 s
exclueively, the vest, untapped food and jndustrial resources ol the
ceae and inlsnd walers ~cible to the counitry.

ihet fruitful objective, the following -
are one o o €1 cusmegtions that the World Bank, 1o

O
A

ind worthy of congideration.

)
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IR e T e
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Mr, William M, Gilmartin

Resident Representative

International Bank for Reconstruction
and Development

P, 0. Box 416

New Delhi, India

Dear Gil: i
o
Thank you for your letter and, mea culpa, you are not a bad
correspondent, The more so at this point when you are probably
working yourself to death, making arrangements for the big "do",.
Here are my best wishes for the success of the enterprisel

You are probably tired of my medical bulletins, but here is
one more, I am doing well and by mid-llovember my troublesome left
eye should be in good shape, To be sure, a cataract is in the offing
(left eye) but I shall net have to attend to it before a year or so,
Moreover, it is relatively simple, and there is always my good right
reading eye, Seo, if nothing untoward should happen between now and
mid-November, I shall be on my way ahﬁtly thereafter,

\,/"."1 -_".’]\

As I told Beob yesterday, I am eager to part company with my
doctors, eager to change climates and eager to keep myself busy, I
am too disconcerted with my present existence to wish to proleong it
an extra day, In short, any delay cannot be attributed to my doings
which lie outside health problems,

Thank you for arranging the delivery of the coat,

My usual sentiments to you, Marcia and Steve. By the way, I
dined with the Nassitters last night and they de seem to miss the
Gilmartins very much,

As ever,

Wolf lLadejinsky

WL/bj
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Letter No, 371 October 29, 1968

Mr, Robert Picclotto
O0ffice of the Resident Representative
International Bank for Reconstruection
and Development
P, 0, Box 416
New Delhi, India A
”

Dear Bobs: ‘_/

Thank you very much for your note of October 2lth, and Cummings'
memorandum, Skeptical though I may be about the proposed magnum opus,
if he has the people to do the job - as I assume he has - it is all
to the good, If I had any influence on the character of parts of the
study to come, "good for me", and I am prepared to continue to be
subversive,

You ask me "when?" It cannot be too soon for me, believe mej

am still in the hands of an assorted group of repair men, All
I can give you is a guess, I should be done with my eye doctor by
the 15th of November, assuming no hitch between now and then, If on
of that the heart continues to behave, then I should be on my way
the end of the third week of November, I should be greatly dis-
appointed if this rough schedule misfires, The fact is that I am
eager to latch on to a piece of work and, hopefully, travel a bit,

I want to call your attention to "The Crisis of Indian Planning"
by Paul Streeten and Michael lipton, Oxford University Press, 1968,
More specifically, see Lipton's chapter - "Agriculture: Urban Bias
and Rural Planning," It is a very critical analysis, tightly argued
throughout, and you will find it interesting whether in agreement or

disagreement,
Kindest greetings,

Wolf Ladejinsky

WL/bj
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ILetter No.335 October 25, /1
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Mr. Gregory B. Votaw Shpl gf & AL -

Asiez Department _

International Bank for Reconstruction
and Development

1818 H St., N.W.

Washington D.C.

Dear Creg,

Gil and I met with Sivaraman yesterday. He welcomed our efforts
to locate new investment opportunities in agriculture, The highlights
of our exchange (to be resumed on Monday) are outlined below.

On agricultural credit, Sivaraman referred to the bulky project
pipeline of the Agricultural Refinance Corporation. He also referred to
rural electrification. In both fields, PL L8O funds have been suggested as
sources of finance. However, Sivaraman thought that there might remain
a substantial financial gap and suggested that we discuss the desirability
of Bank Group support of such programs with I.G. Patel. He considered
that credit for minor irrigation investment would yield returns high
enough to justify World Bank (as distinct from IDA) assistence. He did
stress, however, that most of the financing was required for local currency.
Furthermore, he noted that ARC would not be able to relend World Bank funds
at existing rates without governmental subsidy. When he pointed out that
the Bank Group would not be likely to finance ARC without a concrete picture
of where, how and why the money would be finally used, Mr. Sivaraman pledged
to help us work out the necessary data.

In the field of irrigation, Sivaraman mentioned the Narmada river,
for which pre-investment surveys are required on a basin-wide basis. Such
studies should aim at integrating groundwater with surface water utilizat-
ion and Sivaraman felt that a "Tarbela approach™ with Bank Group financing
of dam construction (at the same time as studies) was worth considering.

He also mentioned the Krishna Godavari delta which calls for replacement

of an old dam as well as for extensive drainage works and tubewell develop-
ment in four districts. He noted, with a wry smile, that none of these
areas raised international water problems. Finally he referred to the
Cauvery delta. When we mentioned the short project list which has emerged -
from our preliminary "scouting" (my No.288 dated September 10, 1968)
Sivaraman admitted that 1little work had been done on the agricultural side
of these projects. However, he suggested that once the high priority of
these schemes had been established (even on a tentative basis) by the
Ministries of Finance and Irrigation, he would be prepared to have his

people work on their agricultural ebs, V' =
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Fertilizer finance by the Bank Group was again raised
(and predictably) by Sivaraman who despite the temporary glut, feared
a shortage during the Fourth Plan.

On fisheries, Sivaraman confirmed that a formal loan request
for Bombay, Madras and Tuticorin was under active preparatio?.ﬁ

We referred to the supervision mission and to Mr. Evanst
August 19 letter, but unfortunately, as we started to talk about this,
Mr, Sivaraman had to leave. We will take this and other mission matters
up with him again on Monday.

Little of what Sivaraman said is, of course, new and the gist
of what he told us was apparently outlined to Ergas, Courbois and
Campbell in Rome., As far as ARC is concerned, I already have some
interesting data which shows the striking increase of projects sanctioned
and under consideration, particularly for minor irrigation investment.
Rural electrification and the Narmada business have been kicked around
AID for a long time. You will recall that I "identified" Krishna Godavari
before coming to Washington in April. Finally, many of us have long lived
with the Cauvery delta story. Yet, it was nice to hear all this again
from the horse's mouth. And it leoks as though we can at last recommence
some agricultural project gestation with Sivaraman's cooperation,

How long he will remain in his post ‘is, of course, an open
question. The Press recently echoed agricultural circle rumcurs¢ that
Sivaraman would be promoted to Cabinet Secretery on January lst. However,

there has been no official confirmation of this - nor any reliable indicat-
ions about the likely suceession,

Best regards, (ahul una?falnibktmq " )

Sincerely yours

o b~

Robert Piceciotto

Messrs:
cc: Gilmartin
Evans/Wapenhans

RP/mmo

¢ (of which I.G. Patel denies any knowledge)
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13} FOR VOTAW AND EVANS

FULL TIME AGRICULTURAL ECONOMIST PARTICIPATION TO SUPERVISION MISSION

SEEMS DESIRABLE.

BEST ALTERNATIVE WOULD BE

EXPERIENCED MAN FROM HEAD=-

QUARTERS HOWEVER IN VIEW STAFF BOTTLENECK HEADQUARTERS AND HERE MIGHT

WANT TO CONSIDER ATTACHING BRIAN LOCKWOOD FROM AUSTRALIAN NATIONAL

UNIVERSITY TO SICELY DE ALBA MISSION,

SIR JOHN HAD PREVIOUSLY RATSED

POSSIBILITY LOCKWOODS PARTICIPATION BANK MISSION. SUPERVISION MISSION

SEEMS BEST SUITED LOCEWOODS QUALIFICATIONS.

LOCKWOOD REGENTLY COMPLETED

PHD AGRICULTURAL ECONOMICS INCLUIING CNE YEAR FARM SURVEY WORK IN SAMOA.

HOPPER THESIS EXAMINER HAS HIGH REGARD LOCKWOODS POTENTIAL. THIS ONLY

TENTATIVE FEELER AS LOCKWOODS AVATLABITITY UNCERTAIN AND SUBJECT

SIR JOHNS APPROVAL REGARDS

GILMARTIN PICCIOTITO

MPB

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL
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Memorandum
October 21, 1968

M1, Chadenat

Mr., de Alba

INDIA - Resident Representative Projects - Mr, De Alba

INDIA - PAKISTAN - Report of Activities (August 1964 to August 1968)
EXCERPT

rat Stage icultural Projects

All projects for which an operational program have been worked

out should be followed up at least during the first few years of operation.
That is even more important in the case of agricultural projects.

The agricultural irrigation projects already completed in India

and Pakistan (as well as those in Italy, as I recall), are going through
a slow period of water usage and improvement of agricultural inputs and
outputs. To improve this situation project supervision at the operating
stage should, in'the future, involve the implementation of the agricul-
tural program and checking that the physical facilities of the project

canals, pumping stations, etc.) are properly operated and main-
In most cases, the data needed to follow-up properly the opera-

tion of a project is not available,

a) Irrigation Ditches

Usage of water in the command area is severely limited in some

projects because land fragmentation creates a serious difficulty in
building and operating the irrigation ditches which will bring water to
small farms away from secondary canals.

b) Water Usage
Even if the ditches to bring water to the ultimate user have

been dug, this does not mean the farmer is going to use it properly, or
use it at all. The water may never reach his plot because of lack of proper
water management.

c) Agricultural Inputs

The farmer who can irrigate his plot will not get the full

benefits, which are expected from the irrigation project, until he learns
how to use and is provided with adequate supplies of fertilizers, improved
seeds, insecticides, storage facilities, etc,
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October 21, 1968

Dr. Bdward Mason

Harvard University

210 Iittaner Center
Cazbridge, Massachusetts 02173
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TEXT: \/

Cable No.: 14,9 FOR PICCIOTTO

RE AGRICULTURE MISSIONS

ALPHA DUE TO STAFFING BOTTLENECK IRRIGATION RECONNAISSANCE
MISSION POSTPONED UNTIL JANUARY

BETA GREDIT RECONNAISSANCE MISSION NOW SCHEDULED NOVEMBER 18

' 7o DECEMBER 20 STOP PROPOSED STAFFING COURBOLS (CHIEF)

MOGG (CONSULTANT ENGINEER) POTHECARG (CONSULTANT) PLEASE
AND SCHEBICK (YP)

GAMMA WAPENHAUS PLANS VISIT INDIA BEGINNING DECEMBER 10

DELTA TRRIGATION SUPERVISION MISSION DE SEBA GCICELY SCHEDULED
ARRIVE DELHI NOVEMBER 18 WILL PROCEED TO SONE PURVA SALANDI STOP
PLEASE FOLLOWUP WITH MINFOODAGRI RESPONSE TO EVANS LETTER
AUGUST 19

EPSILON DUNN PLANS VISIT INDIA NOVEMBER 18 TO DECEMBER 20 AND
WILL SPEND MOST TIME WITH CREDIT AND ENDUSE MISSIONS

LETTER FOLLOWS REGARDS

VOTAW
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
cc: Messrs. Wapenhaus

NAME  Gregory B. Votaw Gofin

L DeAlba/Cicely
perr.  Asia 4” - DDunn
SIGNATURE );Z\J'HPW B \/(;’G:'w—

(SIGNATURE/OF IND{VIDUAL AUTHORIZED TO APPROVE) BBVotaw/rwm

- For Use By General Files and Communications Section

ORIGINAL (File Copy) 7 /
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch:
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October 11, 1968

Dear Mr. Dabholkar:
Mr. McNamara asked me to thank you for your
letter of October 4, as well as for the enclosures.

As requested, we are placing you on our free
mailing list,

Sincerely,

David C. Fulton
Chief, Public Affairs

Mr. V. 8. Dabholkar

Deputy Secretary

Agricultural Refinance Corporation
Sidhwsr Building

Victoria Bunder Road

Near Fire Statiom

Colaba, Bombay-5

India

fo
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CROSS REFERENCE SHEET

COMMUNICATION: Letter #314
DATED: October 7, 1968

TO: Mr, Votaw

FROM: Mr. Kavalsky

FILED UNDER: INDIA - General Negotiations

SUMMARY: During a visit to Mysore State to review State Government finances
Mr. Kavalsky found the subject of Bank project lending frequently |
brought up - two topics of his conversations were :-

2. Upper Krishna. The Upper Krishna irrigation project is far and
away the most important item in Mysore's future development. It is an
extremely large project which because of its size is likely to be phased
out over an unconscionably long period, unless a large dollop of funds can
be obtained from some external source. I think that this would be a case
where Bank lending would provide a net addition to investment and would
do a great deal of good in ensuring that the mistakes which the Government
made over Tungabhadra do not recur with Upper Krishna. The project
itself looks extremely good from the point of view of agricultural develop-
ment and I think it could well go ‘on any short list which we have of future

lending for irrigation in India. I understand that the Mysore Government -
is discussing with the GOI about the possibility of approaching the Bank
but I think direct enquiries on our part for information, would help to
expedite matters. In this case enquiries could be addressed to the
Finance Secretary, Mr Veeraraja Urs, and the Development Commissioner,

Mr G.V.K. Rao. ;
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Letter No. 353 October 7, 1968

Mr. R. Picciotto
World Bank
P.0. Box L16 v
NW m "\.."-_\_.:* 4
INDIA =
Dear Bob:

Your letter No. 301 arrived after Tom Creyke had already
departed for his new agsignment in Indonesia., We are forwarding
your communication to his new address. A copy of our letter to
him is attached.

We are now getting closer to the field activities in
India we discussed when you were here, and I hope to be able to
visit Delhi, perhaps in the middle of December, to prepare together
with you for the irrigation mission to be fielded in January.

With best wishes,

Sincerely yours,

e

Deputy to the Asst. Director - Projects Dept.
In Charge of Agriculture

Attachment

WAWapenhans:at
IBRD

a? DS



October 7, 1968

Mr. W. R. Rangeley

8ir Alexander Gibb & Partners
1L Tothill Street
Westminster

London, S.W.1 England

Dear Bob: /

Your letter of October 2 addressed to Tom Creyke
arrived here after he had already departed for his new assignment
in Indonesia. We are forwarding your letter to his new address,
and attach a copy of the letter for your reference.

As of today our planning with regard to the India
irrigation mission has not changed. I hope to be in India myself
some time in December, and might have an opportunity to stop in
London on my way back, to discuss further details of the mission
arrangements with you.

Please give my best regards to Tom Reeve.

Yours sincerely,

}AUO %
W. A. Wapenhans

Deputy to the Asst. Director - Projects Dept.
In Charge of Agriculture

Attachment

WAWapenhans:zat
IBRD
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AGRICULTURAL REFINANCE CORPORATION

b

TELEGRAMS : Sidhwa Building, Il Floor,
*AGREFINANS" Victoria Bunder Road,
BOMBAY.
214485 Near Fire Station,
Tel. No. 214486 Colaba, BOMBAY-5. POST.BOX NO. 6111
,3'5‘1”
Ref. No. SEC /B.6 (5)-68/9 4 October 1968
............................................... 5
By Alr Matl 12 Asvina 19 (Sakt?
e
Mr. Robert S. McNamara “ o
President ]/
International Bank for Y OON

Reconstruction & Development
gashington D, C.
«SeA. "’ L

Dear Sir P T

I forward herewith a copy of the
Annual Report of the Agricultural Refinance
Corporation for the year 1967-68 and a copy
of the Chairman's speech at the Annual
General Meeting of the Corporation, held on
September 27, 1968 for your information.

I shall be grateful if this insti-
tution is placed on the free mailing list

for publications of the International Bank
for Reconstruction & Development.

Yours faithfully
(2 ob pd e
< =

iy -2 e :
(V. 8.Dabholkar)
Deputy Secretary




L ey i
i . Wi B S

HECEIVED
GENERAL FILES
COMMUNICATIONS

19660CT~9 AH 8: 16

. | : Debmapl pecLepTIA
(Q*E’D’PPOTM)

9w N\T"" f
. XOMLE TSTPILATTA

10k HSCOWaLLAGLTOU ¢ peAsTobmsUp

LoL bupyrespjows of g£iye IULELUTLTOUST UK
gopTow T2 BYeceq ouw pps L16e WETTTOR JT2p
. = I SpWTT pe BisgeraT IT £PT2 rlmr-

aobcum S84’ Ta0B 1O Aok rm;omnon'
‘@eUSLIT. WeepTuR o fys QoLboieprou’ peTy oU
;gpe CPwTLmew , 2 2Dsecy YU wT
co OLFLTOW Loi £pe Aevr T3Ri~08 9ug § cobd
weT yeboup of fPe YRLTGATLNLST HOLIUSUCe
3 :.emw persayep ¥ cobd of gps

DeSL 8!"5’ ' T “ g .:"‘?

L .

-..,v‘ Fim = ‘\J
l‘?'?" ell B’c‘ . ”& ’ '." '

BEGOURPLAGLTON ¢ psasTobmeng _ NEN
mymg:my *BEURK LOL .«

o
¥
E
K
i3
;

1
o
b, e = I O e, \l

e \B*e(em\a 4 SpopeE T [ g |

: | MSIL LiLs 2rEci0u°
BOWBYL:
“VEHERIMYMR., AlCEOLIY gnuges. gosq
> - 2qpMs gajg® || oL

Siewsne

COIP' BOWRYA- bO21*BOX uo el
YRR Tl ;

 YCHICNTLNEVYT WELIMYUCE COWLOKYLION




P Lo 2
R U 4 - !
= B bt

e ¢ W

" ;

@5/@/ \ AOCT - By N
“k\ )

) v {17 TN
! k@w o Heuy
. g

ot :_:‘.',

THE MADISON /A~ [) ¢
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2nd October 1968

F. K. F. Nariman
Deputy Chairman

Indian Bank Association b AR
Bombay, India |

Mr. Robert S. McNamara
President, World Bank Group
Washington, D. C.

Dear Mr. McNamara,

I am enclosing herewith a note on “Financing
the Agriculture Sector in India. I have tried to
indicate in this note the manner in which the World
Bank, the American Banks and the American Bankers'
Association (Agricultural Committee) canbe of assis-
tance to us in the Corporation.

The experience of last two years has
given hopeful signs that Agriculture in India is
on the verge of technological revolution and what
is urgently needed at this critical moment is adequate
finance, guidance and encouragement. Under the scheme
of social control recently introduced in our country
commercial banks both in the public and private sector
have been directed to give top priority to financing
of agriculture.

The Agricultural Finance Corporation has
been formed with a view to stimulate the interest of
commercial banks in private sector in agricultural
financing. It symbolizes the determined efforts of
Commercial Banks to participate more effectively and
extensively/ in the development of agriculture.

e ]

——
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THE MADISON

WASHINGTON 6, D. C.

_2-

I an addressmng this letter to you in my
capacity as Deputy Chairman of Indian Banks Associa-—
tion. Your speech last Monday as President of World
Bank has been a tonic to many of vs from the under-

- developed countries and has emboldened me to address

this letter to you. I am leaving for New York on
Saturday, the 5th, and will be there up to Monday,
14 October. My New York address will be the _St.
Regis, 5th Avenue and 55th Street.

Yours faithfully;

W7 Z O et




‘that the cash loans outstanding with the cultivators was

. current expenditure on farm business. This is for

"waz co far the prerogative of the co-operatives. A deo

FINANCING THE AG?IC i1 '"‘URAL SECTOR IN INDIA

Problems and Issues invcolved.
Role of Agricultural Finance:

B Corporation.
: . Need, for rational c¢criteria and
approaches.

v~ =Dmshl ems and Issues invelwveds )
" J

Agriculture in India provides the livelihood for 75%

of the population and contributes about 45% to the Nationa

income. Besides, wniearly 50% of the industrial raw material is

~supplied by agriculture and about 50% of our earnings in

foreign exchange come from the agricultural sector. Sixtyone
million farm units are engaged in agricultural productiocn.’

Agriculture is thus the largest industry in India.

Indian agriculture is caught in a vicious circle of
low vields, meagre income, high expenditure, poverty &and debts
and more debts. The Reserve Bank of India study in 1962 revealed

. R.2371.94 crores. ‘Nearly 35% of this was for capital and

EI
o
ol
H
(&)
Dl
', »,
]

tional methods of agriculture. With all the scientific impro-

vements in agriculture now made available to farmers, it is

estimated that the recalrements of credit duﬁlng the PFourth
Plan is of the order of Rse 1200 to Rs.1400 crores, excluding the
funds to be plougned back to agricultural development by

armers. Even this sum seems to be a very conservative estimate,

H

h

if we take into consideration the vast potentialities now

opened out, thanks to the recent developments in science and

‘technology relating to agriculture. If we taxe into qcnsider—

ation the infra-structure required for rapid agricultural
velcpment, the figure pertaihing to the requirement 0 agri- e
cultural finance will undoubtedly be a stupendous one. Wnile
hne demands on blnunce for transforming traditional agriculzure
into sclentific Larnlng are of a very - high magniture, our
resources to meet these demands are limited. The urgent task,.
tnerefore, is one of concentrating on areds and projects
wrnich have a high potential for maximising the production aid
optimising the net return for investment,

Rural credit, particularly agricultural credic,

e 8

H,

‘co=operative policy was evolved during the last 15 years o

this purpose. This was £oC¢ the main reason that.agriculturc



till a few years ago was mainly a way of living and supporting it

would be a social venture more than an economic propostion.

This is one of the reasons why agricultural sector could not

‘attract investors from outside viz: industrialists and bankers.

Trhe traditional agriculture had not opened out any profitable
outlets for attracting the flow of capital from other sectors.

Recent developments in science and technology have

revealed that agriculture can also be a business, a profitable =~
I

‘one at that. Experiences with the cultivation of high yielding

varieties of crops, grape cultivation, intensive agriculture
under the lrrlgatlon projects, have revealed that the entre-

.preneurs can expect equal. returns in agrlcultural enterprises,

. if not more, compared to investments in industrial business. ~
. To this must be added the other benefits in agricultural -invest-
ments. Government has also been relaxing its policy with a
- view to attract commercial banks to finance agricultural en-

.terprises. The commercial banks have. started coming in.

While there is, on one hand, wide spread interest
for investing in agricultural enterprises, on the other hand

. a number of bottlenecks and handicaps are coming to light and

these are 'in the way of rapid expansion of agricultural credit.

"Inspite of the State support, the Co-operatives have not been

- able to meet even a small portion of the agricultural credit

during the last 40 years or more to its working. Experience
with the Agricultural Refinance Corpo.ation during the last
five or six years has shown that although loans to the extent
of 5.120 crores have been sanctioned, the withdrawls from the
Agricultural Refinance Corporation have been to.the tune oI

‘only Rs.13 to 14 crores. The experience in other States reveal:-

T

iy s

I
increased rate of gredit;

“,/',,(l) ~ Agriculture is not yet organised to qbsorn'the

(2)_'_'Tne infra-structure for agricultural development is®
not yet developed to enable the farmers to utilise .

: the credit; ' '
(3) Hignhly profitable inputs were not available to the
farmers for investments in profitable agriculture;

(4) Procedures and practices involved in institutionsl

' agricultural credit are not yet attractive to the

bulk of farmers to make use of the same for invest-

ments in agricultural development.

Role of Aqgqricultural Finance Corporation

Agricultural Finance Corporation has been promoted by

trho TnAian Ranlel! bDeacarmriatianm wish = . i) e R BN e e S N e



to the agricultural sector.. The Company has been formed with
‘an authorised capital of &s.100,00,00,000/-. Presently,
#5.10,00,00,000/- is the capital issued. Thirtythree scheduled
commercial banks have contributed to the share capital of the
Corporation. Of these banks, Bank of America is the only
 American bank swhich hgs subscribed to 60 shares. The Pirst
National City Bank has not yet taken up any shares in the

Corporation. :

- roles to play-viz: (1) £financing agricultural projects and
(2) promoting lncfeased flow of advances to agricultural
'Ienterprises. It 18 envmsaged that tng’Agrlcultural Finance -
Corporation should have, on its staff, top experts in the
various specialised agricultural fields, so that worthwhile
agricultural projects can be formulated and suggested to the
banks. Agricultural Finance Corporation can finance these

PEOJEC»S directly or invite the baﬁks to form a consortium

. together with the Agricultural F Finance Corporation for finan-

cing some of these projects.

The urgent need for modernising Indian agriculture
today is to make available increased capital resources to .
this sector. One of the primary requisites for this is to
increase the credit absorbing capacity of '‘Indian agriculture.

To achieve this, the following steps are necessary:-

(1) . Commercialising and industrialising agriculture;
(2)  Infusion into the agricul“ural'sector the cost
consciousness and the management principles
which are already fairly well—ceveloped and esta-
bli ghed in the industrial sector /
E3): 0 Developlng the infra-structure in agr;culhuha* i
' field to enable farmers to make use of the sclen-
‘tific agricﬁltural methods to increase producuion.°
(4) 'To locate and formulate high potential projects
in which commercial banks would be interested.
(5) < Removing various difficulties and handicaps
' presently experienced both by the. commercial barks -

and farmers in issuing and obtaining agrlchtura;

'credit:'I
(a) Rationalising the land laws and rules;
(b) . simplifying and streamlining the procedur
it

involved in issuing and obtaining cred

for example:

The Agricultural Finance Corporation has two major._

as
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(1) introduction_of the credit card

; .. system; _

(ii) exemption from the stamp  duty on
; " mortgages to be entered into by
¥ . the loanee.

(6) ' . Developing coordination between commercial and
' 'co—operative banking sectors in regard to agricul-
tural financing; | e
(7) ‘Involving the agricultural Universities and the
' Management InstitUtes in conducting studies, pilot
projects etc. relating to the requirement of
agricultural finance for the ihfra-structure, mutual
;role to be-piayed Dy the commercial and co-operative
banks in agricultural finance etc. and in organi-
sing special courses for.the bank personnel'éngaged
in agricﬁltural finaicing with special orientation
© ' to the problems and procedures.
.(8) . Helping the development of expertisé in commerciai
"'banks to deal with the expanded volume of agricule
e fural credit, | '
.t (9)"". ‘Reducing the risks involved in financing agricul-
: ' tural enterprises by promoting crop insurance .(matter
“to be taken up by the Government of India), by 5
sharing the risks involved between the various
'organisations such as Service-Units etec. and by
ft/ + : promoting vertical integration of agrlculture and
G +. channeling of credit through the agro and agro-
'-procb531ng 1naustr1es.
(10) . Coordination of agricultural flnance handled by both
E TR ehe 5rganlsed and unorganised sectors, with a view

g to gradually 1nst1tutlonallse the entire ‘agricultural

credit.

O
ﬁr

Agrlculturql Finance Corporationhas set bel
itself a stupendous task in promoting the activities mentione

above. To undertake this task, it is planned to recruit top

|,_.l

experts, who will be able to tackle these problems in col

coration with the Universities and other Management Institute

n

as also with the deernment of India and State Governmentss -
It is in this task that the experiences already built up dy
certain foreign banks like the Bank of America, the First
National City Bank, Bank of Australia and New Zealand will be
very valuable. The Agrlcultural Flnunce Corporation would,

therefore, be 1nterested in dev;loplng close relationship with



these banks with a view to proiit f£rom their experiences.

Al

Another matter in which the Agricultural Finance

Corporation may perhaps seek the assistance of the American

. Banks is in regard to obtaining additional financial resources

urgently required for financing some top priority projects
in the country. Within four months of its existence, the

Agricultural Finance Corporation has been able to formulate

projects to the tune of nearly k.50 crores. With the work

already initiated by the Corporation, it is expected that

a large number of projects will be received very soon. The

‘present resources of the Corporation are too meagre to meet

the requirements of these projects, not to speak of the

- additional projects to be received here afterwards. The

-

resources of the commercial banks are also limited in the sense

that much of tnese resources are already committed to indust EXy, *

‘export promotlon programmes &nd nence arenot available for

version to agriculture. Only a certain percentage of the

additional resources accrued in the commercial banﬂlng sector

could be made vailable to the Corporation by its members.

:

This may not amount to more than Rs.20 crores per year on the

~basis that the commercial banks may be willing to make avail=-

able 10% of their additional deposits after allowing for
statutory obligations. It would be indeed a sad afiair

‘.1f the Agricultural Finance Corporation which has been formed

mainly to promote the flow of increaéed_financial resources
to the agricultural sector were to be starved of funds. One

- way of obtulnlng the necessary resources is througn the

American Banks, who can contrlou“c to the issued capital of the

Agricultural Finance Corporation to the extent of 20% in

5

‘which case the Agricultural Finance Corporation will be eligibl

for the ‘Cooley!,funds. Of the two American banks only Banx

T
—

of America has subscribed to 60 shares of the value of .5 lakn
If the First National City Bank also were to subscribe to the
share capital of the Agricultural Finance Corporation and .
both these banks were to contribute 20% of the capital it

would be possible for the Agricultural Finance Corporation

cbtain ‘Cooley* funds for financing some of the top priority

to
projects in the counury.

¢ l - A ;

The World Bankg)can assxst the Agricultural Finance
Corporation in obtaining the finances required and &also in
tackling the problems listed above and also in undertaking

the studies contemplated.

‘The Agricultural Finance Corporation would, thersfor

ve able to achieve its objects quickly if the World Bank, Bank

e

Se

&,
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America. First. National Citv Bank and the Bank of Australia and
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ation the expert;se bUllt up by the World Bank in

-

hlgh-potentlal projects and also in formulating

such prpjects.

-

,New Zealand also get interested. More specifically the follow- "
ing would be the nature of collaboration and assistance desired:-
World Bank:

(a)  Getting its members interested in investing in agri—
cultural enterprises in the:country and channeling
the funds through the Agricultural Finance Corpo=-
ration. '

(b) = Making available to the Agricultural Finance Corpo

“(e) . . Making available to the Agricultural Finance Corpo-
ration its experlence regardxng aporalsql of "the-- .

. various agrlcultqral projects. =
E . 0 A Maklng available to the Agricultural Flnance Corpo-

- ration its literature reldtlng to the tlnanc;ug of the

.

agricultural projects.

Bank of America:

(a) ' Increasing the number of shares taken by the Bank in

the Agricultural Finance Corporation to atleast 10%

~of the capital issue.

(b) ¢ . Making available to the Agricultural Finance Corpo-

ration its_experience relating to financing agricul-

“tural projects-.

.

(c) © Making available to the Agricultural Finance Corpo-

ration the literature pertaining to financing agricul=-

tural projects.

(d) - Affording training facilities for the personnel

commer¢ial banks engaged in agricultural

th
[
o |
(4]

in the

necing

- for obtaining first hand experience in the wxrking

of similar projects'by the Bank of America through

.its branches in the United States.

First National City Bank of New York:

(a) °Sﬁbscribing to the. Share capital of the Agricultural
Finance Corporation to an extent of atleast 10% of
the capital issue. '

 (b) Making available to the Agricultural Finance Corpo-

ration its experiences relating to. £inancing

this regard.
i) Getting the investors in the United States i

in financing worthwhile agricultural projects

cultural projects and any literature issued i

L
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channeling the finances through the Agricultural
Finance Corporation.

‘Bank of Australia and New Zealand:

(a) .. Making avilable to the Agricultural Finance Corpo-
' ration its gxperienCes relating to financing agri-
cultural projects and its literature pertaining
to this. ; . seaEs
(b) Providing training facilities to the Agricultural
Finance Corporation and the bank personnel engaged

in agricultural financing.

American Banks' Association (Agricultural Committee):

-

 (a) Making available to the‘Agricultural Finance Corpo-
ration its experiences and literature relating'to
agricultural finance. '
(b). .. Establishing liaison between the Agricultural Finance
Corporation and the American Banks' Association.. _
(Agricultural Committee). |
Ked Collaboration with ‘the Agricultura; Finance Corpo=-
ration/in'studies to the conducted relating to
'agricuitural financee. ‘' A 4 '

s
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(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE { ]r
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION e ‘K

INCOMING C€ABLE

DATE AND TIME ROUTING
OF CABLE: SEPTEMBER 27, 1968 2020
LOG NO.: WU 1L/28 ACTION COPY: MR, VOTAW
TO: INTBAFRAD INFORMATION
COPY: MR, CARGILL
FROM: NEW DELHI DECODED BY:
TEXT: 120 FOR VOTAW

SOUTHWEST MONSOON THIS YEAR DISTRINCILY BELOW AVERAGE EVEN THOUGH LATE
SEPTEMBER RAINS HAVE IMPROVED PROSPECTS, CHANCES TO EXCEED 1967/68

OFFICIAL KHARIF OUTPUT SLIM, COARSE GRAINS OUTPUT LIKELY TO DROP TWO

MILLION TONS AT LEAST BELOW 1967/68, BENGAL BIHAR ORISSA RICE STILL
DEPENDENT ON OCTOBER RAINS WHILE MADRAS RICE HINGES ON NORTHEAST

MONSOON BEGINNING OCTOBER, WITH SATISFACTORY WEATHER RICE OUTPUT

COULD REACH LAST YEARS OFFICIAL 38 MILLION TONS OR EVEN HIT 39 MILLION

TONS. FOR ALL KHARIF FOODGRAINS WE GUESS THAT POOR WEATHER MAY FIANKLLY
ACCOUNT FOR THREE TO FOUR MILLION TON DROP FROM 1967/68 OFFICIAL LEVEL

WITH NEW TECHNOLOGY OFFSETTING DROP BY ABOUT TWO MILLION TONS THEREFORE

NET RESULT DECLINE&“A_.P:‘E FOODGRAINS BY ABOUT ONE OR TWO MILLION TONS

COMPARED KHARIF 1967/68. ANY KHARIF LOSS MIGHT OF COURSE BE OFFSET DURING
RABI, GOVERNMENT FOODGRAINS STOCK END OCTOBER LIKELY ONE MILLION TON BELOW

l; MILLION TON TARGET, IMPORTS LIKELY ONE AND A HALF TO TWO AND A HALF MILLION
TONS BELOW 7.5 MILLION TON TARGET FOR CALENDAR 1968 DEPENDING ON PLLBO ACTION,
AS A RESULT PUBLIC DISTRIBUTION LIKELY TO BE CUT ONE MILLION TONS BELOW TEN
AND HALF MILLION TONS TARGET, IN CIRCUMSTANCES SOME FURTHER UPWARD FOOD
PRICE PRESSURES LIKELY NEXT FEW MONTHS DESPITE RELATIVELY HIGH PRIVATE STOCKS,
REGARDS " | PICCIOTTO

MR, VOTAW TELEPHONED DURING WEEKEND .

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021 AB

AS RECEIVED.
ORIGINAL






Form No.. 27 [q e
(7-61) f AA
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FIINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OUTGOING WIRE

TO:  REEVE DATE:  SEPTEMBER 16,1968
GIBBSORUM CLASS* OF LT
SERVICE:
LONDON
COUNTRY:
TRY:  ENGLAND
TEXT:
Cable No.: —
\Q&Q‘\
FURTHER MY CARLE OF SEPTEMBER 12
o
EXCERPT *ﬁ%
. |
SECUNDO TIMING INDIA ﬁSSION S’];ﬁ,L UNCERTAIN STOP APPRECTATE AVAILABILITY
RANGELEY AND WILL CONTACT %%f AS SOON AS TINING FINALIZED
_ REGARDS
e,
EVANS
NOT TO BE TRANSMITTED
MESSAGE AUTHORIZED BY: CLEARANCES AND COPY DISTRIBUTION:
NAME L.J.C.Evans Cleared with and c.c. Mr.Wapenhans
"  Hendry
DEPT. Projects - Agriculture CeCe " Geli
SIGNATURE
(SIGNATURE OF INDIVIDUAL AUTHORIZED TO .APPROVE)
For Use by Archives Division
ORIGINAL (File Copy)
(IMPORTANT: See guide\for preparing form) Checked for Dispatch:




ForM No. 26
(6-65)

INTERNATIONAL DEVELOPMENT

ASSOCIATION

INTERNATIONAL BANX

FOR
RECONSTRUCTION AND DEVELOPMENT

%Q\

INTERNATIONAL FINANCE
CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:
0

FROM:

TEXT:

SEPTEMBER 12,1968

ITT TELEX/12

INTBAFRAD
LONDON

FOR EVANS PROJECTS DEPARTMENT NUMBER 5169

RO T NG

ACTION (OPY:

INFORMATION
COPY:
DECODED EY:

PROJECTS - AGRICILTURE

FURTHER TO MY TELEX TO TOM CREYKE SEPTEMBER 9, HAVE DISCUSSED YOUR MISSION

STAFFING PROBLEMS IN DETAIL WITH WAPENHANS AND POSSTRILITIES EXIST FOR US

TO ASSIST IN THE FOWWLOWING MANNER:

EXCERPT

SECOND INDIA - ASSUMING TIMING OF MISSION CAN BE POSTPONED TO NEW YEAR

RANGELEY COULD BE MADE AVAILABLE JANUARY THROUGH FEBRUAR Y. HIS RETURN TO

LONDAN .

REQUIRED BY END FEBRUARY.

I UNDERSTAND THIS REQUIREMENT WOULD BE FOUR T46_ WEEKS IN FIELD FOLLOWED BY

2 WEEKS IN WASHINGTON ON BRIEFING SESSIONS .

ON ASSUMPTION ABOVE PROPOSALS

ACCEPTABLE HAVE ALERTED SAMUELS, BUT WILL AWAIT CONFIRMATION FROM YOU

REEVE GIBBSORUM LONDON

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE




ForM No. 26 L/ _sf

(6-65) :

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNAT | ONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION

INCOMING CABLE

DATE, AND TIVE 2 12, 1968 goo ROUTING
10G NO.:  TIT TELEX/12 " | AcTION copy: PROJEOTS - AGRICULTURE
T0:  INTBAFRAD INFORVATION PROJECTS - 342
FROM: ROME DECODED BY:
TEXT: o
PRO EVANS

nmumﬂ“mwmm
KOREA. RE INDIA IRRIGATION IN VIEW CLOSE HYDROLOGIC AND BCONOMIC
ASSOCIATIONS BETWEEN INDIAN NORTHERN PLAINS AREA RND NEPALESE
TERAT BELIEVE COORDENATION BETWEEN INIEAN AND NEPALESE MISSIONS
PARTICULARLY DESIRABLE FROM RECIONAL VIEWPOINT. PROPOSE RESCHEDULE
LATTER MISSION TO PERMIT CAMPBELL BE AVAILABLE PARTICIPATE INDIA
MISSTON AS IRRIGATION WATER DEVELOPMENT SPECIALIST ON TEAM OR TO
WORK WITH CONSULTANT PROVIIENG IN HOUSE CONTINUITY FOR HOPED FOR
PROJECT FOLLOWUP ACTIVITY,

WHNUICYLION2
ct?mwvr LITE?

ot IS ) 20 LK 1308 ot

FOR INFORVATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE
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ForM No. 26

(6-65)
INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT I ON i
INCOMING CABLE
DATE AND TIME ROMUTT L NG

OF CABLE: SEPTEMBER 9, 1968
LOG NO.: ITT TELEX/9

TO: INTBAFRAD
FROM: LONDON
TEXT:

S19PM

ACTION QOPY:

INFORMATION
COPY:
DECODED BY:

PROJECTS ~ AGRICULTURE

PROJECTS - 3L2

FOR CREYKE PROJECTS DEPARTMENT NUMBER 5167

HAVE GIVEN VERY CAREFUL CONSIDERATION TO YOUR REQUEST FOR ASSISTANCE ON

MISSIONS STARTING IN OCTOBER AND MUCH REGRET THAT WE HAVE NO SUITABLE STAFF

AVAILABLE TO OFFER YOUR, REGARDS

‘/‘-I.

REEVE

GIBBOSORUM

FOR INFORMATION REGARDING CABLE.‘)E, PLFASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL




1
wm

<«
L=
=

=m

2 28 PH 88

FILES
g?tf'\"cmous



Form No. 27
(7-61)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR |NTERNAT|ONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OUTGOING WIRE
TO: PICCIOTTO DATE:  SEPTEMBER A, 1968
INTBAFRAD CLASS OF
SERVICE: LT
NEW DELHI R o
COUNTRY: (INDIA) % . £C

R R

REYOUR 106 AND KIRK'S 124 TO YOU KIRPICH MAY DISCUSS CAUVERY WITH UNDP

DELHI PROVIDED THERE ARE STRONG INDICATIONS OF SERIOUS INTEREST FURTHER

EXTENSION OF STUDY STOP KIRPICH SHOULD NOT DELAY RETURN TO HEADQUARTERS

STOP PLEASE INFORM KIRPICH THAT USBR AND VOHRA HAVE BEEN INFORMED OF

DATES OF MEETINGS RE PUNJAB STOP REGARDS

WAPENHANS

NOT TO BE TRANSMITTED

MESSAGE AUTHORIZED BY:

NAME W. A, W

perr. PROJECTS
SIGNATURE

WAWapenhans:at

~ ORIGINAL (File Copy)
(IMPORTANT: See Secretaries Guide for preparing form) Checked for Dispatch: y

CLEARANCES AND COPY DISTRIBUTION:

Cleared with & cc: Mr. Kirk
cc: Mr. Darnell

For Use by Archives Division
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ForM No. 26
(6-65)

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

INCOMING CABLE

DATE AND TIME
OF CABLE:

LOG NO.:

TO:

FROM:

TEXT:

BOUT ENG
SEPTRMBER 9, 1968 S19PM
IT? TRLEL/9 ACTION COPY:  pRoJEGPS - AGRICULTURE
INTBAFRAD INFORVATION
COPY:  PROJECTS - 342
LONDON DECODED BY:

FOR CREYKE PROJECTS DEPARTMENT NUMBER 5167

HAVE GIVEN VERY CAREFUL CONSIDERATION TO YOUR REQUEST FOR ASSISTANCE ON
MISSIONS STARTING IN OCTOBER AND MUCH REGRET THAT WE HAVE NO SUITABLE STAFF
AVAILABLE TO OFFER YOUZ, REGARDS

s 2
CONMARIC Y |
L iINu>

Lu'a _‘

o 2 5 58 i‘-#’ﬂfﬂ

FOR INFORMATION REGARDING CABLES, PLEASE GL\JLL.ITE COMMUNICATIONS UNIT EXT. 2021

DUPLICATE



TYPED

g 3 R 2sPHI

GENERAL FILES
COMMUNICATIONS



&Y
A
L A

f
{

L

—

bl &

September 6, 1968

T.C. m

m. w.l.

I was able

missions.

hin whether - in keeping

the services of either

one of these missions

of October for about six weeks.

asked
e to

conversations regarding consulting

i

connection with your visit to
in touch with him;

3.

I think
@l Services in response to thelir

taching my own chronological coples.
My main concern, as indicated, is to

at
« Evans box.
to Munting

Ianm
in Mr
y

, 1968.

of the correspondence and memoranda which still requires attention.

am able,
be
actory

Whilst on this subject of consultant assistance, I am attaching

Hi

4238
= ummm

¥Mr. Darnell

Attachments

CCs



Files September L, 1968

R. Placiotte

INDIA - Agricultural Finance Corporation

1. A recent entry into the field of agricultural lendins is the
Agrizultural Finence Corporation (AFC)e Ib was incorporated on April 10,
1968 as a linited compoay with an authorized capital of Rs.1,000 millicn,
However, only Rs.100 million of the capital bas heen isound so far and
about Rse50 million puld ups AL the present time, AlC's shares ore held
by thirty three private commercial banks, including some forelgn banks
(National Orindlays, lenk of Amcrica).

2. AFC's operational scope is broad. OUne of its objectives is pro-
motional - to help private camrorcial banks expand the:ir agricultural len-
ding, by formulating projocts on thelr behalf, cenducting surveys,
recruiting and training stsff, sugresting lendinj procedures, orgunizing
seminars etoc. In addivion, ATC would provida direct finanoing to farmers
"mainly with a view to gein exparicnce in financing new projects and Lo
pass on the experience to ihe comacrcial benks". It would also finance
machinery end well-drilling contractors, food procaseln; and storage units,
past control operations, sced production and marketing atc. Generally, it
would sesk to asscoiate private commercial benks to the financing of its

projecto.

3. The Corporstion is getting started. The board of Dircctors for the
Corporation has been appointeds The Chairmen is N.M. Chokshi, the Bank of
Baroda Chairman. A Managing Director (R. Rudramoorthy) has also been de-
slznated and offices have Leen renteds I visited Al U's Bombay headquarters
in lste Aurust. The Manoging Director was out of town - recruiting staff,
(The initial establishment would include ten professicmal project officers).
while I talked to the Secretery, & score of carpenters and sundry healpers
vere busy sawing, hammerin; and otherwise banging on the walls in the -
adjoining reom. The Secretary (ir. V.fs Sheth) stated that ATC'a only
operaticna so far had been to imvest in the rursl electrification programs
of a couple =f Statellactricity boards. Legally, AYC would lend to the
beneiiciaries of the elcctrification (farmers) but the [cards would in fact
wse the funds and take on the repayment oLli;etions to AFC. The loans were
guaranteed by the States cencerned and AFO had therefore not deemsd it
necessary to appraise the losns. Freosweably, this unerthodox stert would
help AFC cover its inliial expenses and provide it with some breathing space
to set up an onganizatiocn.

Lo Another project which APC is looking into i3 in aerial spraying. A
now f£irm (AVINDIA) started by a former employve o Kembatta has approached
AFO for agsistence in purchasing plenes.

japh o ! .\T.,.' ET :3;'

§.  For the time Leing, it seems obvicus that AFC will mly have limited
QOKM VLT



L 2

success in the promotional role which it has assuneds it lacks the gtoff,
the lending volume and the exporiuvnce which such a role prrsumes, Whether
it will be able to expanu lis diroct {lnancing role will ullimatoly depend
on how close it is able to work with (and through) its ghoreholders which
have the branches, the conlacts and whioh ultlmatlaly centrol AFC's funds.
Ar'C has much to galn from elose association with the Syndicate LBank, the
Cantral pank of India, the Punjeb Hational Bank and some cthar ccinereinl
banks which have begun to make a econtribution to rural investment.

6. AXC waa orsated by the private banking sector Jollewing last ynar's
threats of nationalization, Whather AFG will be & substitute for action
or a spw' for additienal action by the banks In agriculture remeins to be
seen. Lut we should obviously keep AIC in mind if end vhen we locete an
sgricultural project with which commeroial banks can be assoclated, say for
the development or rehabilitation of plantations.

cocr Mr, (ilmartin.

RP/ mne



8ir John G, Crawford

Vice-Chancellor

The Australian National University

Box 4 P.O, - J
cmﬂ, 4,0.%., ﬁ—"‘Yl o g
Dear John, \/ "

I am grateful indeed for your letter of August 12 with your observa-
tions on the Picciotto material and also for the news that at some point you
will be able to pay India a visit,

We were very glad to hear of your agreement on the importance of
finding some early actual financing possibilities in agriculture here,
Picciotto is looking hard for something that looks promising, especially in
irrigation and credit, He is encouraged about prospects for a Bank or IDA
operation in agricultural credit through the medium of the Agricultural
Refinance Corporation. Irrigation locks ever more important; yet a most
difficult area in which to spot projects that might be Bank starters. As
you well know, one of the problems is the Irrigation Ministry approach -
essentially engineering - and the lack of coordination with agricultural
programs., Another is the regional diffusion of both Center and State
irrigation efforts which in these hard financial times means snail-like
progress on all fronts. In my limited knowledge of such things, I feel
very unclear about practicable ways %o improve the prospects for finding
irrigation projects which might qualify for Bank/IDA finaneing. The
traditionsl reliance on expatriate consultants for preparing such projects
lnunhhmhmummhtethlrngammm. As a result the

sequence of exploratory, feasibillity, follow-up and appraisal missions
which as you say has proved so frustrating in the past. Yet, considering
the crueial place of irrigation in further agricultural development, it is
difficult to accept the possibility that this is a field in which we are
unable to find an active financing program. With your knowledge of what

is practicable here, it would be most helpful if you could give some thought
to practicable ways to bridge this project conception gape.

About timing of a visit which you might make to India, I doubt that
positions of all concerned will be clear enmough in November/December to be
worth your time at that peint. January/February should be much better since,

by then, issues should be better than they are now after the Bank
missions have been here and had dip.mmimmdm
priorities, policies and finaneing ¢ t , hopefully, a little

ORNORIC YL 1042
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Sir John Crawford -l August 29, 1968

more clear at this end. One would hope also that the Bank and India will
by that time have reached some agreement on the matter of procurement on
apart (India insisting on domestic procurement

and the Bank standing on its international
competition policy although with preference for Indian suppliers). This
is now gumnming up the possibilities for new Bank/IDA operations here.

: Lockwooc the help we can while he is
here. I can't say anything at this end about fitting him into a mission
but I imagine you will be talking about this in Washington. Anyway keep
us posted on his plans and we will lock out for him,

I will be sending you next week some papers which Ken Bohr and Bob

|Piceiotto have been preparing on the fertilizer situation and on the current

|/ food, crop, price and weather situation. Briefly, the monsoon has been only

/ || so-s0, being good in the Gangetic region but seriously deficient so far in
certain regions of the Center and South, especially Andhra, and also in
parts of Rajasthan and erat, last year's grain crop is now offigially
put at 95.6 million tons (still preliminary) with rice 1 million tons below
1964/65 levels, which is difficult to believe despite the snags of TN1 and
other exotic varieties. Some think that this year further gains in techno-
logy and less favourable weather may about cancel each other and the crops
may be in the same order as last year,

With Bernie nearby and with the kind of problems he must face, I
appreciate that India may have to share the scarce time you can spare from
the University. But don't forget us,

Again with many thanks and warmest wishes,

Sincerely yours,

William M, Gilmartin

C.Ce Mr, Evans
Mr, Votaw

WMGs: bw
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‘24 Balmain Crescent,

ACTON, AC.T, 2601 ¥
‘r %,.. .I-_I
12th August, 1968 3 -
l. '*.:‘. .JE
r‘ . 28
[’ Dear Gil, L 4
£ ‘This is a very hurried reply to your letter of 30th July ' E
E._ conveying the really splendid material "mestly prepsred by . 'R

Bob Picclotto”. I want to make 2 comment or two, but first
to your question about myself.

<7

I am finding it extremely difficult to do any work at

& all for the Bank; being a Vice-Chancellor of a university is .
more than 2 full-time job these days! MNevertheless, it has ¥ 2
F. been my hope that I could occesionally return to India., Indeed, :

_ I had had late January/early February in mind (not more than two,
perhaps three weeks in all). May would be @ possibility but only
: Just, and certainly only for ten days. Much depends on the Bank's
priorities for the use of my time. 1 would definitely be prepared
to see India rated highly; but Bernie may be looking for help in
Indonesia, too. In any case, I doubt if I could m2ke two visits -
L ~, that is, both in February send May. If you foel you really need my
; ' help, 1 suggest you say so; I will be in Washington about 25th
{ | | September, when the nature of any future help by me will, no doubt,
|| be discussed.

To indicate my continued interest in India, may I agein mentien

Dr. B. Lockwood, » Researcli Fellow who will serve as my "eyes and
cars” in the course of a few trips to India over the next two years.
He will be coming te India in mid-September. Would you be willing
to give him guidance and intreoduce him on my behalf to Ministry and
other people like Swaminathen st Pusa? 1 will have written te

~Sivearsman, too. He has chosen as his own research interest (pot
initiated by me!) the saod industry. He will need careful guidance
on that subject. niversity is meeting his costs, but if he

. fitted easily into any Bank mission as junior observer, it would be
a great help. However, I will write agein when 1 have his propossls
for the first trip.

Now for the Picciotto materisl. My casbent {s merginal only

~but not insignificent in emphasis. [ agree most strongly with the

| evidence on an actual lending programme. It is for this reason I
distrust further missions, necessary as they are, unless they are
linked with & prospective loan prograsme. Thws, the tredit mission

| ought not tb go unless it has 2 definite obiective of 2 credit suppert

. programme. Talk of too many “"follow up” missions could leau to grest

| scepticiem on this peint. Agein,in & fon matters,! have some

" sympathy with Siversmen's frustration. irrigetion mission
(Creyke's) must look for proiccts (and there should be plenty associated
with paras. 14, 15 and 22(c)), not simply talk of exploratery, follow wp
and eventuel appreisal missions. I know there sre faults on the G,0.I,
side, many of them; but a great role for a “neutral™ now would be for
G.0.1., and Bank to discuss the best procedures likely to lead to
fidentif/cation of prejects snd rapid consummation in loans. 1 would
love the tm end puhm in qdek visit in late Januery or urly

B e - L T 3 ~a

e B -- . -~
FrevESes y. -\-l m b' SaCE a8 Cidassa “U‘-“t““"' ﬂ‘l. Gm- “

.
4
.
]
-
.




5% 'S

\ -
® role 1 might attempt. [It has just occurred to me: I may be e f

returning from Germany in late November/early December. Would a
visit then for three or four days be any use?)

[ am aware that Picclotto's object is a lending programme;
' but 1 do suggest the link between the two missions and actual
: lending be more strongly put when the Bank approaches the G.0.I,
If missions are merely to up-date knowledge, I think they are better
mounted under your direct control as a continuous (and necessary)
exercise; if they have lending in mind, then emphasise this more
and the up-dating of information less.

-
Ry S

Let me know if I can do anything in Washington for you.
Meanwhile, please do send me the latest view on what the crop was
in 1967-68 and how the monsoon is shaping up. ;

’ﬁ
" #ih
[
s

Warm regards to you all,

Yours sincerely,
(J.G. Crawford)

'Ft§ I had not heard the news about Wolf, Sorry to hear it.
Perhaps 1 will see him in Washingten.

(11) I would particularly like the most recent data you have on _
the fertilissr production programme Lf eveilsble in ready 4
form, If not, I'1l ask Lockwood to get some data together -
for me when he comes.

1 Mr, William M. Gilmartin

International Bank for Reconstruction
and Development,

7 Sardar Patel Marg,

|' " MEWDELHI, INDIA.
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Headquarters: Rc 3‘6‘-7 i :.r = ; P

Washingtos, N.C., U.S.A. N -~}ﬂ“
.iiéﬂﬁéﬁ INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT i
| WORLD BANK
=@ 5 RESIDENT REPRESENTATIVE IN INDIA
%‘Q,h,\. _::;‘f 7 Sardar Patel Marg - New Delhi

Telephone 30152, 30153 - Cable Address - INTBAFRAD NEW DELHI - Postal Address - P.O. Box 416
\
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Letter no, 263 August 2F, 1968

(/_' . |
!
Mr. R.J. Goodman
Deputy Director - Asia Department

International Bank for Reconstruction

and Development
1818 H Street, N.W.
Washington D.C. 20433
Dear Ray,

Since Wolf probably did not show you the attached

bouquets from John Crawford about his paper I thought you and
Peter would be interested in seeing them,

With very best wishes,

Sincerely yours,

-

Sl

William M. Gilmartin

Encls

c.Ce Mr, Votaw - with enclosure

[geoness Wi aie
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Copy for Mr. Ladejinsky
C/ I.B.R.D., Washington.

a7th June, 1968

- Mx., W, Ladejinsky,
Resident Representative in India,
4 I.'.I.D.;

7 Sardar Patel Marg,

New Delhi,

INDIA.

Dear Wolf,

e

I have only just managed to' reed your piece sant with '
i your rather defensive letter of 17th May. comment is brief o
and adequate: "this is Wolf Ladejinsky at best”. y*

—
-

: Wolf, the writing as always is excsllient and the W
F convincing. I have read it as pointing to the social tens 05 R
Iy likely to accompany any dramatic agricultural progress which, S A
however, is likely to be, in the first stages, to the benefit '

19 of ail too few. I did not read it as an attack on the new

i technology but rather as a warning that it is producisng, and

will produce more, tensions unless conséious efforts are 4
made to spread its benefits. -

You will be interested to luow the! when Mrs. Sandhi 2

was here she mentioned &c =é the =25gial problems. I rwplied
: along good Lad=jinsky lines (without benefit, ale=, S& this
- your litest paper). I told her that »whils of no great moment o
il for twoe or thiae ysars the rcai needs for the saventier are: s
{a) stsengthenin; tne extension services; (b) enabling the 4
wmall cultivator (owner or temant) to have access to inputs
and credit for the new technology; (c¢) concentrating effort :
into making small tenant more secure and enabling "subsistence"

farmer to gain a marketable surplus; (d) devising refinemants .
of the new technology likely to do well ia average monsoons. ‘
Your paper simply strengthens the sense in these pou.cy
objuum _ .

e
MR

Onmlyoupoutdoltulthata-huilmuha '_
little different from yours. I agree with your stress omn

jealousy and discomtent. However, I believe these natural
phencmena, the availability of new technolegy and the g
political importance of the farmer will produce e. If
doesn't come by evolution (and I give India a chance) then it
will come through degrees of violent unrest and disturbance.

I wish I could ' to dimenss dhe 2oool Juaseyzapn :
by jesegsapn buc alas I can't. I still hope to be in India
next January but am not certain. Bexnie Bell callied here last
week and, of course, Indonesia loomed large in our talks. !
axpoct to be xn Iulhungum lat.o hpt-bc:: wlll you?

e —— e i

= .--—q_=v ==

roum!ruto-hwthu htuxtolnl.x Idobnpot.h
Bank will lend its help on the "sociclogy"” as a longer-term
investment now that the "input" approach is well recognized.

Warm regerds.

P.S. I have ayoung Research Yours sincexely,
Yellow, Mr K Lockwood, who will be :

ceming to india scon. He will

make himself known to you.
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August 29, 1968 (Incoming Aug. 21, 1968)
TO:
Mr, Karasz
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Mr. Michael Hoffman
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SUMMARY:
Re visit by Dr. C. Beringer to India for the study of fertilizers
and Agriculture, (Previous visits to Pakistan &
Ceylon)

See also Memorsndum dated August 28, 1968 from Mr., Goodman to
Mr. Hoffman






Y
2. We would propose that this mission, with objectives as outlined
in Mr, Wapenhans' memo to me of June 20, should be staffed as follows:

Mr, Darpell - mission leader (first three weeks only).

Mr, Vergin - economist with experience in water resources
development and planning.
Consul tant - irrigation plamming engineer (either Pranisch

from Bangkok or someone from Sir Alexander
Gibb and Partners).

Agriculturist - from FAO,

The timing of this mission would be October 6 to November 10 (later than we had
originally intended). Mr. Darmell would go to India about tem days before the
rest of the mission to prepare a work program in comsultation with the New
Delhi office and appropriate Indian authorities. Mr. Picciotto would work
closely with the mission throughout its stay in India, and he would have to
direct work of the mission and effectively be mission leader in the field
after Mr, Darvell's departure.

3. This mission, with objectives as outlined in Mr, Wapemhans' memo to
me of June 28, would be staffed as follous:

Mr, Stoneham - mission leader,

Economist - with some agricultural credit experience -
Mr., Christoffersen if we can get him,



Mr. R, Goodman -2 August 21, 1968

Engineer - with agricultural mechanization experience
(probably Mr. Neal from FAO).
Consultant - with tubewell experience (possibly Mr. Mogg).
Engineer

We would hope that Mr, Picciotto could work closely with Mr, Stoneham in the
identification of suitable credit chamnels and selection of States for the

development of a first stage credit program and in identifying policy issves.

&'o ‘-1- - wmwto

irrigation engineer, (probably Mr. Bemmel).
Power Neonomist - from Public Utilities Division (possibly

%

Mr. Willoughby?).

i
iz
i
|
:
5

SEVieW O Lhé MArKet lor rartillse: ! - ARL oL

Se This is related to the Indus-Tarbela supervision mission and we
propose that Mr, Price should undertake
participate in the supervision mission.
in Vest Pakistan, and I am not sure whether this should be before or after
the supervision mission., I had already to Mr, Kaupisch that the
fertilizer review should be October 7 to 26. Arrangements and dates for the
fertiliger review may be affected by proposals of Asia Department and IFC

which we will be discussing tomorrow morning.

#¥
%
%
%

cct Mpssrs, Takahashi, Hendry, Price
Xirk } Area
Kaupisch

Knox

LJCEvans 11kt
IBRD
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PLEASE CABLE STATUS IRRIGATION AND CREDIT MISSIONS AND DRAFT LETTER
TO IG ABOUT PROJECT SUPERVISION. WOULD APPRECIATE YELLOW COVER DRAFTS

PUNJAB TERAI MANY THANKS REGARDS
PICCIOPTO

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021
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Letter nos 225 July 29, 1968 I

MI'. A.F. Kirk
Asia Department
International Bank for Reconstruction

and Development L e
1818 H Street, N.W. { aa
Washington D.C., 20433

Dear Alex, \_.“’

I enclose a memorandum prepared by Bob Picciotto setting out our
views on agricultural problems and on a work program for the Bank which
hopefully will be helpful in identifying projects and in evaluating the
Fourth Plan for agriculture. As you will see we have coordinated this
program with the proposed Creyke and Stoneham missions and have indicated
further personnel requirements which we think will be required as a
minimum to do the job., As indicated in Bob's query in paragraph 7 it
would certainly be helpful if Sir John with Wapenhans and/or Takahashi
could come out next Spring for a kind of wrap up of all our efforts.

Could you have these proposals discussed in the Bank and give us
your reactions both to the subject approach and to the assessment of
personnel requirements., If the personnel assessment seems reasonable a
we would hope that efforts can be started to arrange for the particular
individuals requireds In this connection and as Bob has indicated, the
sooner the Govermment here is informed of the Creyke and Stoneham missions
the easier it will be to go ahead with the necessary preparation, As for
- the personnel suggested for livestock and fisheries, Bob has indicated
that some further examination is needed here before deciding just what
kind of expertise is needed. We will get on to this job as soon as we can,

As you will see Bob has not gone into the institutional side of
agriculture except on credit, since this is mainly Wolf's province., As
you know Wolf has already done a substantial assessment of extension and
cooperation activities and it is his intention to pursue these evaluations
further in these and other aspects of agricultural institutions., All this
will of course be grist for the evaluation of the agriculture, Fourth Plan.
However, in Wolf's absence we have not formulated any further spe¢ific
work program or made an assessment of additional personnel requirements,
if any. Since Wolf is in Washington, perhaps you could have a talk with
him on these matters. Personally I doubt that we need any additional
hands in these fields but I wish you would confirm this with Wolf.

I am sure you must be swamped these days with the absence of Greg
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and the others in the India Division but I would be grateful nevertheless
for the reactions of yourself and others to Bob's memorandum,

With very best wishes,

Sincerely yours,

St

William M, Gilmartin
Encls

CoCo Messrs. Votaw/Kirk
Chadenet
Bvans/Wapenhans
Takahashi/Hendry
Waide/Dunn
Ladejinsky
Sir John Crawford



R. Plcciotteo

Fourth Plan Review -~ er.imsuu

1.

The scope of the agricultural review is, as you well know,

peverely restricted by our staff resources. Whereas a sector study

for a country so large, diverse and decentralised as india might well
require something like 6+7 man-years to meet average standards of the
Agricultural Division,?/ I have had %o proceed on the assumption that

we will dispose of less than one third of this manpower. Considering
the stringent steff situation at headquarters, even this modest assumpt-
fon may turn out to be optimistic.

Agriculture mirrors most of the fundamental issues which Indian

policy-makers must face over the next few years, e.g:

3.

(a) 1Is the size of the public effort plamned commensurate
with the financial and administrative resources likely teo be
available? Is this effort adequately distributed by crops

and regions given various physical constraints, demand limitat-
ions and the evolving state of the technology?

(b) Are expected output levels consistent with Government
policies and programs in agriculture snd with targets set in
other sectors of the economy?

(e) 1Is an adequate balance being struck between imports
substitution (foodgrains) and export growth (tea, jute,
oilseeds) objectives?

{(d) 1Is the mix between programs for capacity expension and
programs aiming et betber capacity utilization adequate
(particularly in the irrigation field)?

(e) Are the compriomises reached between social and growth
maximization objectives reasonable(particularly with respect
to rural taxation, employment, food procurement, irrigation
investment and input distributien)?

These and other broad policy guestions have been studied in some

depth by the two Bell missions., For the current Fourth Plan review exercise,

y

There are more cultivators in each State of the Indian Union than in

an aversge member country of the Dank Group. An average agriculbtural
wwetar study takes 6 msn-months. Sectoral studies "in depth" usuelly
teke more time.



I would suggest thet only an updating and some readjustment of the

road conclusions reached by previcus missions is required. This would
involve, of course, reaching a fresh judgement about the targets set for
major imputs (water, fertilisers, pesticides, machinery etc.) tying in

with the work propesed for the industrisl sector, In addition, we will

have to assess the adequacy of the institutional suppert provided to the Plan
in such fields as ressarch, extension, cooperation, education (Welf's domein).
A% the same time, subjects which, for a variety of reasons, received relative-
1y light treatment in the past, should receive more detailed sttention., Jome
of these are in areas where the Bank Oroup mey become operationally active.
The mein items falling into this categery (listed in rough order of reporting
priority) are: (a) irrigationj (b) eredit; (e) £ ains marketing and
storage; (d) commercial crops; (e) livestock and (f) fisheries.

k. The irrigation review should cover the "water cell” operations of
the ¥inistry and Agriculture as well as those of the Ministry of
Irrigation and Power. This review happily coincides with much of the work
of the proposed Ureyke mission. Similarly, ouwr Fewrth Plan credit review
will benefit from the findings of the proposed Stoneham missTon. However,

Turning to food storage and marketing (2 perticularly tricky subjeet), I
would Le reluctant to request headquarters suppert st this stage evem though
this is a eruelal and delicate policy aves, Instesd, i would appreciate
belng helped by & research assistent with a penchant for arithmetics to help
unravel the labyrinth of available food statistics, analyze price trends,
conduet interviews in mandis, ete., The main issues we ghould deal with here
relate Yo price incentives, inter-state trade policies and storage investment
priorities. Among the sommercisl creps, jute, tea, cotton, oilseeds and
tobagco are the most importemt. w& have good marketing studies for
two of these commodities (tes snd jute).ror a more detailed look st the

1y problems and prospects of these commodities, we would need (for a
start) something like L man-months, preferably in the shape of a well-
rounded tropical erop consultant. 1t might be werthwhils to support him
with a commodity man such as Els who would wopk on ollseeds, cotton and
tobagco - Ltems which have yei to be covered by field-based reporis from
the Economiecs Department. The consultent would, of course, have sccess to
Jean Baneth's extensive documentation on (and knowledge of ) the sector,
The last two items of the llst (livestoe
& seore of manemonths. However,

sectors, wilh psrhaps an operationsl bias ms. the dairy end deep-ses
nm’ummm.

5. It is still & bit early to map a travel plan in suppert of the sbove
am. During August, I plan to visit Gujarat (te ]
reporting systems for Shetrunji). I will also go to Bombay (in preparation of
the oredit mission). 1 will teke advantage of these visits to east my net wide
on sectoral matiers. in September-Ostober, I will join the Creyke tour and

:




In Hovember,
They may

ith the credit mission are also likely.

W
« In

to UP, AP, Mysore and perhaps Oujarat.
all areas, I will try to see the forest (i.e.
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top-level discussions on sgricultural policies and

ohn Crawford and Bill Wepenhans (or Shig Takahashi)

Could Sir ¢

be convinced to come to Delhi in the spring?

raised &

of the first quarter next
new vistas for
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an appropriate time for
operations.
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Mps. Shirley Boskey July 16, 1968

Gregory B. Votaw
INDIA - DAC Report on "Aid to Agriculture"

1. This report, DAC (68)32, dated July L, 1968, was reviewed hastily
by two persons in the Agriculture Division and also two members of the
India Division. In general we agree with its conclusions. In fact it
seems to be a remarkable achievement, as desk studies go, especially
when you consider that the authors do not seem to have visited India-~
at least not for the purpose of preparing the report. Most of the
comments which follow represent questions of emphasis rather than serious
disagreement.

2. On a point of procedure I should point out that a number of
footnotes (see especially pages L7, 48, 51, 58 and 72) make reference to
volumes of the Bank's mﬁMG report. You will recall that this
report was prepared on a highly confidential basis for use by the Presi-
dent of the World Bank; Mr. Woods had agreed with India that cophes
would be released only where the confidential nature of the report would
be fully protected and mainly in very limited numbers %o contributing
members of the India consortium. I suppose our concern for confidentiality
weakens with time; it is also true that the particular volumes cited con-
cern technical appendices prepared by Sir John Crawford's group, which
were not particularly semsitive. Nevertheless, it would have been better
had OECD avoided specific reference to these volumes, which were made
available to them on the specific understanding they they would not be
cited in reports such as DACG(68)32.

3. On page 9 the reference to tion might well be ex-
panded to analyze the implications for agric and more generally)
of a 2.7 percent per anmm ( and increasing) rate of growth. Also, the
forthcoming mission is being organized by the Population Division of the
United Nations and not by the UNDP (although the financing may in the
end come from UNDP).

k. On page 3 the discussion of intensive irrigation fails to bring
out the important role of underground water resources which, if properly
developed, would make it possible to intensify production from irrigation
systems originally designed to provide drought insurance. In general
referenceSis to tubewell potential and groundwater development programs

seem§ weak.

5. The discussion of fertilizers, beginning on page 35, gives ine
adequate attention to the me of the private sector not only
in providing investment capital and management expertise for the produc-
tion of fertilizers but also in sponsoring promotional activity and credit
facilities at the farm level.
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6. On pages L3-h6 there is a good discussion of the dangers and un-
certainties faced by the high-ylelding varieties of seed. Contrary to
the statement in the next te sentence of the sec paragraph on
page 69, these difficulties have been recognized in Bank reports and are
receiving continuous attention.

7. The discussion of livestock, beginning on page L7, gives inade-
quate attention to the fict ught power is a main reason for having
cattle in India. .

8. There is an endorsement of the :imu s%‘ cultivator
on page 50 which appears to be more sweeping than present facts warrant,
especially since such equipment now appears to be losing ground (if you
will forgive the metaphor) even in Japan.

9. The discussion of stora beginning on page 51, could be improved
by emphasizing the need to 1ink storage development plans with production
programs and a firm policy decision to remove zonal regulations on the
movement of food-grains.

10. The record of W in India is most unsatisfactory. The
contrary statement in paragraph on page 60 is seriously mise
leading and in sharp contrast to the universal opinion of well-informed
observers both inside and outside official circles. This is perhaps the
most serious error we have found in a quick reading of the report.

1. mrtm”nmphmmlw%uummm%.d
informal coordination already exists in India among the . . . UNDP, FAO,
IBRD . . . It would require further on-the-spot discussions . . . %o
determine to what extent these informal coordination arrangements are,
in fact, effective and how they may be further improved and extended."”

I leave it to you to decide whether this reflects accurately the arrange-
ments among UNDP, FAO, IBRD et al.

12. One genmeral point in conclusion is that the report frequently
refers to the Fourth Plan Outline, published in 1966; the Outline was not
taken seriously by anyone Government of India at th#t time and is
totally without official status today.

cet Messrs. S. Takehashi/L. Sonley
B. Waide/D. Dunn
New Delhi office

isa0

/IDA
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UNITED STATES DEPARTMENT OF AGRICULT i . /"'-"
INTERNATIONAL AGRICULTURAL DEVELOPMENT SERVICE(/ .y »/ (7% iyl -

WASHINGTON, D.C. 20250 4l ”
- 2%9;‘ ‘i/%gééz:.«ﬁuj, ;

July 12, 1968

ééféfyuf(;;>*-'175‘~ 4
Dear Sir: 'd ,/9/? ﬂ;/x

Olen Salisbury, one of our men recently returned f India,
has prepared one of the most perceptive analyses of India's
grain marketing problems I have seen for India or, for that
matter, for any other developing country. The report,
focusing on the need for improved and expanded grain
handling, storage and transport facilities in India, has
implications for other less developed countries as well.

As we achieve success in our production programs, the inade-
quacies of existing marketing systems are coming into focus.
You may find the attached copy of Salisbury's report of
interest.

Sincerely yours,

L2080 R oo

Lester R. Brown
Administrator

Attachment



April 1968

TERMINAL REFORT

NAME OF EXPERT: Salisbury, Olen W, NAME OF COUNTERPART: None designated
TITLE OF ASSIGNMENT: Price Support Officer WHEN APPOINTED: May 6, 1966
DATE OF ASSIGNMENT COMMENCED: May 6, 1966

DATE DUE TO TERMINATE: May 5, 1968

OBJECTIVES IN BRIEF: Provide U.S. expertise to the Food Corporation of
India in Price Support Programs especially
transport and warehousing

QOMMENTS

Because of the nature of this assigrment and the fact that no
counterpart was named it is difficult to follow the established
format for end of tour reports. The Food Corporation of Indla as
well as the Ministry of Feood, Agriculture, Community Development
and Cooperation has been wholly preoccupied during this two year
period with the problems of scarcity and filling supply commitments
to deficit states and little attention has been paid to price support
programs beyond recognition that they will perhaps some day be needed,.

In lieu of a recounting of actions taken which would be difficult
in the absence of any action program there is attached a paper dealing
with the needed modernization of Indiais marketing complex to cope
adequately with the promised surge in food production of which this
year is hoped to be a forerunner,

It is the reporters opinion that ro effective price support
operation can be conducted for a crop of 120 million tons without
a moderanization of the marketing structure.



MARKETING PROBLEMS FOR INDIAN FOODGRAIN PRODUCTION

This year points up vividly the results of the concentrated
efforts that have been applied to agricultural production in India
over the past few years. With the advantage of good monsoons followed
by generally adequate winter rains foodgrain production will probably
exceed 100 million metric tons. This bountiful harvest while extremely
welcome does however focus attenticn upon an aspect of agricultural
production which at present is or should be cause for alarm in the
near future, This alarming aspect is the inability of the existing
market complex to cope with tne anticipated volume in the areas of
sales, transport and storage.

Using a projection of 120 million metric tons of foodgrains
production by 1973 and this is mot an unreasonable estimate in the
light of this year's experience, the continued emphasis on food
production, the experience with high yielding varieties and the
expected expansion in chemical fertilizers, there will be a minimum
quantity of 36 million tons to be purchased, stored transported and
sold by the 1973 crop year, This estimate is predicated on the
assumption that by 1973 rural consumption will be 70% with 30%
moving to the urban centers througlout the nation. There is a
possibility that continued modernigation of India's agriculture
and increased industrialization could effect a shift to more than
30% of food consumption in the urban areas but for the purpose of this
discussion 30% is reasonable and any higher ratio would merely
aggravate the basic porblems to be faced.

To provide perspective consider the question; what is 36 million
tons of foodgrains? In terms of gunnies it is 360,000,000 which if
laid end to end would girdle the earth eight times at the equator,

In terms of railway wagons it is 1,500,000 wagon loads. In terms of
lorries it is ‘6,000,000 lorry loads. In terms of farmer sales
transactions at the present average of 4 quintals per sale it is
90,000,000 individual sales transactions. In terms of storage space
it is more than 2,000,000,000 cubic feet.

It is true that production is widely dispersed throughout the
nation, It is also true that production is.spread over two crop
seasons and in some cases over three, But even so, the magnitude
of the marketing operation is tremendous and unless the merketing
apparatus is modernized, it will not be possible to move this bulk
without shocking losses which would be tragic for India.

In what respects would the present distribution complex prove
inadequate for this projected burden? It is anticipated that the
principal problem areas would be:



A. Farm Sales

B. Rural Storage

C. Grain Conditioning
D. Transport

E. Terminal Storage

These need consideration in detail because each of these
categories is very broad in scope.

A. Farm sales entail; (1) The need or desire to sell, (2) Knowledge

of market conditions to permit intelligent decisions, (3) A determination
of quality and quantity, (4) Agreement between buyer and seller on price,
and (5) Delivery. In one sense element (1) above is largely dependent
upon element (2) and at some future date the order may be reversed,

but at present,. where producers have limited or mo information about
market conditions except in their own mandis, the need or desire to

sell some or all of their produce must be generated by purely personal
or family ecoromic pressures that have little or no relation to logical
business decisions based upon krowledge of market supply and demand

or price levels, Element (3) vresently is a system of individual
weighing of small lots with & look, feel, smell and tell method of
quality agreement between the producer and the local merchant,

Element (4) is largely a bartering, haggling process. These contribute
to a slow, laborious, and uneconomical merchandising system at the
country level. Element 5 presently is a logical result of the

primitive status of elements (1) through (4) and delivery is made

by abandonment to the buyer at the place of sale,

B. Rural storage is highly individualistic, umorganized and primitive,
It is practical only for a virtual farm-to-pot level of production and
offers no scope for latitude of selling decisions when the level of
productivity has increased to a surplus position requiring maintenance
of stocks for several months as an alternative to disaster priced
sales.,

C. Grain conditioning is a necessary corollary to storage and is
in a complementery position to present rural storage., It consists
primarily of spreading in the sun on beaten earth or the adjacent
highways, This is mot only an unsatisfactory method but it canmot
possibly expand to accommodate the projected increase in volume,

D. Transport data available is as of March 31, 1966 which indicated
228,179 licensed lorries and 163,207 covered railway wagons. If six
ton is an effective average load estimate for a lorry then each lorry
would be required to meke 24 trips or each railway wagon would be
utilized 10 times for the movement of 36 million tons of foodgrains,
During the ten year period 1955-56 to 1965-66 the rail tonnage of
foodgrains increased from 3.2 million to 6,8 million tons or slightly
more than 100%. This volume taxed facilities and it must be remembered
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that a substantial part was represented by imports received in large
volume at mejor ports where equipment is more readily available than
it is in the hinterland, Even if this rate of increase continued by
1970-71 the rails presumably could handle 10,2 million tons or less
than 1/3 of the projected 36 million tons leaving 25,8 million tons
for movement by highway.

It appears to be a reasonable conclusion that there is little
possibilily of existing transport facilities handling this volume
expeditiously, and if it is mot done expenditiously, & high rate of
loss is inevitable., It is also almost inevitable that govermment |
procurement programs designed to stabilize markets will be tailored
to the transport availability as it is mot politically possible for
government agencics to invest public funds in commodities which will
spoil for lack of transport and storage,

E. Terminal storage is slightly more sophisticated than rural storage
but is far from adequate for the demands that will accompany the anti-
cipated marketable quantity of 36 million tons of foodgrains. In a
large measurc the recent additions of godown space has been influenced
by the need to accommdeate large import volume and locations have mot
been logically selected with a view to serving India's own foodgrain
production., In addition, with only minor exceptions, the storage sgpace
constructed has been designed for bagged grain handling and mot to
encourage a shift to bulk grain handling and storage methods.

During the past two ycars little or mothing has been done in the
marketing area to meet these challenges of the future and it would serve
o useful purpose herc to explore the reasons, real or fancied, for
this lethargy. The hard fact remains, however, that these problems
are rot of a nature that can be dissipated by ignoring them, If the
geins made and, hopefully, still to be made, in agricultural production
are to be fully exploited for maximum benefits to the nation, it is
essential that action programs be formlated and actively pursued in
the following arcas:

A. Sales

1. A Market News Service, national in scope, to provide timely and
reliable information on holdings and prices in all meajor market centers,
The news to be disseminated by radio, press and government bulletins.

2. Establishment of simple, enforceable official grade standards to
permit description sales supplemented by a system of licensed official
weighers for quantity determinations.

3. Provide a mechanism for dettlement of contract disputes between
buyers and sellers that will avoid the delays and expenses inherent
in actions at law and before the courts, This administrative machinery



could be any of many forms., Perhaps the simplest would be a national
organization of all licensed traders with the publication of trading
rules and an arbitration board which would include on & regional basis
representation rominated by producers. Appeals from the decisions of
this body to be to a board of review established by the Ministry of
Food, Agriculture, Community Development and Cooperation with final
recourse, when necessary, to the courts.

B. Rural Storage

1. Determine from a survey of all major producing areas the amount
of storage required to hold the optimum quantity in producing regions
after it has been determined whether 30, 60 or 90 days supplies are to
be stored in the urban consuming centers.

2, Begin, as soon as the survey results have been analysed, a program
of construction to provide modern bulk storage for the foodgrains
prcduced, Efforts should be made to persuade producers to store all
surplus even if they make partial withdrawals from time to time for
home consumption., The preservation of the food from insect and rodent
depredations would offset the cost. Attached as Exhibit A is a brief
description of a proto type structure that would probably minimize
construction costs.

C. Grain Conditioning

1. Each storage installation should provide means for aerating,
mechanical drying and fumigation. Drying capacities will vary by
areas and the degree of moisture present at time of harvest, 1In the
major wheat areas for example drying capacity would perhaps be small
and principally intended for emergency cases whereas in some of the
paddy regions all production would need mechanical drying.

2. The importance of grain conditioning cannot be over-emphasized
and scalper cleaners should be seriously concidered when. normel arrivals
are heavy in trash content as this encourages insect infestation. Good
care of stored grains pays dividends.

D. Transport

1. Highways and highway transport equipment must be upgraded materially
before lorry transport potential, required to supplement rail facilities,
can be realized, Village access roads need to be improved &nd made ell-
weather in order that lorries can move at greater average speed and
thus achieve maximum tonnage from available equipment, Trunk highways,
for the same reasons, need to be widened and improved especially as
to all weather bridges that will mot flood during monsoon seasons.

2. Equipment needs to ,be designed for bulk grain handling but of a
nature that will be of multi-purpose use for ecoromy, The importance
of highway supplement to the railweys canmot be emphasized too much,



3. Railway wagons suitable for bulk grain handling will be required
in ever increasing numbers when the storage construction program is
begun and. the size of these wagons should not be less than 40 tons.
Removable tops, with loading hatches, for present open top wagons
offers an attractive possibility for quick aveilability of bulk grain
carriers at a minimum investment. With this type of convertability
coal and ore wagons may be pressed into use during harvest seasons.

E. Terminal Storage

1. As in thé case of rural storage any action should be preceded
by a survey of urban areas to establish patterns of consumption and
extend them on a growth projection. With this data in hand and
decisions made on the question of desirable rescrve levels plans for
construction need to be made and implemented.

2, The same arguments, for a change to bulk hendling, exist here
as they do in the rural areas. No other system will be adequate for
the anticipated volume, Some time back & paper on bulk grain handling
was released (See Exhibit B). This paper purported to stow that
developing agricultural countries had to be moved, by labor costs,
from package to bulk handling of grains. It was thought that such
a controversial position would start a dialogue that would lead to a
realization of the fact that circumstances did, sometimes require
the bridging of labor cost gaps. Unfortunately this reaction did mot
materialize. However, but under any rationalization of Irdia's future
marketing problems, the necessity for this bridging must be recognized.

3. In the development of terminal storage capacity full consideration
should be given to the importance of coordinating storage with the
modern mills, tlose that are mow in existence as well as those planned
for the future, It would be wasteful to duplicate storage or arrange
it so short haul transport was required from storage to keep mills

running,

 In summary if the geins, made and anticipated, in India's food
productions are to be exploited fully for the benefit of the people,
it is essential that medernized production be served by modernized
marketing methods and techniques. One without the other will
inevitably fail to produce meximum results. It is also inevitably
true that the price support operation required to stabilize this
increased production cannot be performed without modern marketing
facilities,



Exhibit A

BULK GRAIN FLAT STORAGE

The term "Flat" is employed to differcntiate storagc structure
that extend lorizontally from those that rise vertically. Flat
structures are more economical to build and maintain, generally
unless space availability or land cost strictures are controlling,
they are preferred. In the U.S.A. construction cost of flat
structures is about one third of comparable volume vertical

space,

There are two problem areas arising in India in connection with
foodgrain handling, The first and most generally recongized is in
connection with the modern rice mills where it is admitted the full
utilization of milling capacities requires the assistance of bulk
transport bu the extremely high cost of the vertical storage for
the first three mills has led to a tentative decision to build no
more, The secornd ig in the wheat producing regions where the rush
of harvest is expected to overburden lecal storage and the transport
system, To both of these problems flat storage and handling in bulk
appears to offer the most ecoromical solution,

The exact size and configuration of any storage and handling
facility is fixed by the nature and size of the need it is to serve,
It is not, therefore, possible to describe such & facility in
specifics failing the postulation of a specific need, In order to
provide a general picture of a flet storage structure let us assume
that 1,000 metric tons will meet the need for which the structure
is to be provided,

A conventional Indian masonry godown of 104 feet inside length,
44 feet inside width and a well height of 16 feet at the eaves,
divided longtitudinally into ten compartments each of 20 feet width,
20 feet depth and five on each side of a center aisle for a belt
conveyor will provide space for approximately 1,000 tons of paddy
or 1,200 tons of wheat.

Each such building should be equipped with; a weather protected
dump pit, an elevator to 1lift to 18 or 20 feet, & belt conveyor
overhead with diversion apparatus et each bin, a bottom load out
from each bin and a belt conveyor back to the elevator for load
out or delivery to the sacking bin, sewing machine for gunny closing
and an automatic scale. The latter equipment would in the case of
a rice mill be in the mill not the storage .facility and a sacking
bin would not be required,

In planning flat storage there are five major options to be
considered from a cost view. In each case something would be
sacrificed if the low cost option were elected, These options are:



1. Open top bins or closed,

2, Gravity feed out of bins or conveyors.
3. Floors level or pitched.

4. Aeration equipment,

5. Dust accumulators,

For option 1 the persuasive argament for covering is to permit
effective fumigation and the cover need be only strong enough to
bear a man's weight.

~Option 2 in a low labor cost country would probably dispense
with individual bin conveyors and let gravity flow suffice with
manual labor near the end of bin load.

Option 3 again would be a question of weighing labor against
construction cost,

Option 4 merits considerable thought the ability to cool grains
as necessary without moving it should not be lightly sacrificed.

Option 5 is probably not essential for paddy but is an important
safety factor in handling bulk wheat.

For expansion, over the 1,000 ton model discussed here, it
could be greater length or breadth or both, If the total were to
be doubled or tripled it would probably be desirable to consider
a multiple building complex served by a common elevator, Conversely
on the smaller scale the limiting factor would be the amortization
ratio based upon the smaller volume to be handled.



Exhibit B

BULK GRAIN HANDLING

At the moment virtually all developing countries are preoccupied
with the problem of increasing agricultural production and building
reserve stocks of foodgrains as a means of stabilizing the price
levels and avoiding periods of critical shortages of foodstuffs,
Almost all are also preoccupied with a change to bulk grain storage
as a means of conserving the grains produced and maeking limited
supplies serve the maximum number of people. Unfortunately there are
many indications that the system of handling eand storing grains in
bulk in the more advanced ecoromies of the world and the techriques
involved in this operation are imperfectly understood in relation to
the place this technique occupies in the general ecoromic scheme of
those countries and why and how this system came into being.

To evaluate the system properly it is necessary to place it in
proper perspective within the total economic picture, understand the
ecoromic factors which combined to produce the system and above all
comprehend the nature of and need for cther conditions which must
exist in support of bulk grain handling and storage. Only when this
has been done is it possible to consider 'in & rational manrer the
point in local economic time at which bulk handling and storage can
or should be introduced. Toward that end it is the purpose of this
discussion to review the development of bulk grein handling, define
its nature, list its restrictive counteractions end identify the
environment that must exist in support of this system,

It is essentiel in this discussion to first resolve the ambiguities
that can arise from the degrec of socialism that has been or is likely
to be introduced into a particular nation's basic food ecoromy and
marketing structure. To that end it is assumed that cost without
regard to whether it is a factor in a private enterprise venture for
profit or a budgetary factor in a nationalized operation where it
is possible to hide some or all of the cost. On the bacis of this
assumption that no matter where or how the cost factor appears and
whether or not it is directly attached to the price of food in the
market, it is in fact a cost that must be borne by the total economy
therefore no effort will be made to differentiate between individual
enterprise and public operation,

Handling and storing grains in bulk is the end result of a
evolutionary process not an independent determination that this system
had inherent advantages that made it desirable to impose it upon the
previously existing structure, With a few cxceptions mechanization in
the agricultural sector reflected the pressures of labor cost and
labor availability rather than a deliberate change for the sake of
machinery use in lieu of hand labor., Thus within the cycle; the
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Credle replaced the Sickle, the Thresher replaced the Flail, the
Binder replaced the Cradle and ultimately the Combine replaced both
the Binder and the Thresher,

With each modification of the harvesting process the pressure
of volume flow from the fields on available labor supply and cost
created the demand for & change in the system of handling the produce,
The obvious areca where time and cost economies could be effected was
the elimination of containers and the substitution of vehicles and
structures which while in basic nature were larger scale temporary
containers provided means of reducing manlours and were by greater
durability capable of reuse many more times than small containers,
In addition the vehicles and to some extent the storage structures
served multiple purposes.

A corollary of increased mechanization was the need to harvest
all fields in the same general time period so that the selective
process possible with hand labor of allowing each individual field to
ripen before harvest was no longer possible when confronted with
the need to utilize the machine when it was available, This reaction
led to harvesting grain of a moisture content too high for safe
storage over extended periods of time and ecstablished the necessity
for drying by exposure to ambient air or artificially heated air.
Because grain in'small contaeiners is much more difficult to dry than
grain loose or in bulk this in turn added to the pressures to devise
means for bulk handling and storage of grain,

Now the evolution of bulk grain handling and storage has been
traced it is desirable, to consider the nature of the handling and
storage activity. The broad concept of the marketing function is,
all actions.related to the movement of a commodity from the point of
produyction through the processing phase to the end consumer, Within
this broad concept it becomes readily apparent that handling and
storage is a facet of the transportation phase of the marketing process.
Without regerd to the megnitude of the capital invesment, the location
at which it takes place, the e¢lement of profit or loss for the operators
involved, or the fact that such operators may otherwise be totally
divorced from the general concept of transportation the conclusion is
unavoidable that handling and storage is in fact a part of the effort
in moving & commodity from the point where it is produced to that point
where it has a market,

DBuring the evolution of the bulk herndling and storage function it
became apparent that for it to be fully effective it must provide a
means for multiple ownership of the common mass to be satisfied in its
claims at any point between the point of commingling and the most
distant market for any of the multiple owners. This demand resulted
in the establishment of uniform standards for grade determinations
which would permit the original depositor or any successor to his
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intcrest to require the delivery of a comparable quantity of like
quality from the stored mass. These standards in most of ‘the countries
that utilize the mechanics of bulk handling and storage in the
marketing process were established by law and after consultation with
representative groups having an interest in the problem, thus the
represent a common judgement and a group acceptance of the standards
and the means devised to insure fair and equitable determinations of
grade pursuant to such standards,

With this means, of making bulk grain a fungible commodity, in
force there was now no barrier to large scale commingling and moreover
a means was established which permitted the owner to hypothecate his
portion of the common mass as security for loans pending the final
marketing cf the commodity, This desire to establish liquidity of
assets in turn led to the development of secured storage that could
issue negotiable warelbuse acceptable to financial institutions as
collateral for lcans,

Concurrently with these developments farmers and manufacturers of
farm equipment modified existing equipment and designed new cquipment
to accept grain in bulk in the field and convey it to the first point
of receipt and storage. Rail and highway transport companies also
modified 0ld and desigrned new cquipment for the transport of bulk
grain without excessive loss or damage.

The same type of ecornomic forces which had brought about the
developments in the field of bulk handling and storage wrought
revolutionary changes in the pattern of famm family life and customs,
The practice of famnily grinding of grain or consumption as whole
grain gradually diminished and eventually disappeared. The result
was that all the foodgrains produced by farm familities found its way
to the open market with the farmers repurchasing as finished products
that portion which his family needed. This is important to this
discussion because it materially increased the total vclume moved off
the farm and tius the total demand on the facilities for bulk handling
and storage. Even in the case of grains grown primarily for animal
food roughly 40% move in the channels of commerce as many farms
specialize in growing the foodgrains and feed few or no animals of
their own,

During this evolution the patterns of construction and ownership
appeared in slighly varying menner in different countries. Generally
the pattern was one of-local entrepreneurs or cooperative associations
of producers who built the facilities and installed the machinery -
for the facilities in the rural areas., At the merketing centers or
processing points the field is usually divided between those entrepreneurs
who specialize in the storage business and processors who established
storage capacities in excess of their own neceds and utilized the excess
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for the operation of a public storage enterprise as a subsidiary of
their principal business. The end result was that in each of these
countries is found a comprehensive network of rail and highway
service fed by the flow of bulk grain from the farms through the
local storage facility enroute to the markets.

Fron the consideration of the evolution of bulk grain handling
and storage there emerges a recognition of basic situation that must
exist before the changes could or would take place, First the farm
economy must be such as to make it profitable to pay for a service
rather than perform it. Second the payment must permit a profitable
operation for the storage owner., Third facilities mucst exist to move
in bulk to and from the storage point. Fourth mcans must have been
provided to make the bulk grain truly fungible. Fifth since the
storage operator must inevitably suffer some shrinkage and storage
losses and has a liability to deliver in full he must have at hand a
market from which he can purchase the quantity required or establish
the true market value of the ihortage for the purpo: e of cash settle-
ment in lieu of delivery. Sixth the total volume muct be large enough
to juctify the capital expenditure and still maintain a rea:onable
level of fees for the service performed,

Can it be concluded from the foregoing that bulk handling and
storage of grains has such inherent advantage: that it justifies
imposition upon the relatively primitive economies of the rural cector
of developing nations? Can it be concluded that the developing nations
offer the supporting circumstances which have been shown to be
essential to the establishment and maintenance of a bulk handling
and storage system? To answer these two questions it i: necessary to
consider the six situations enumerated in the preceding paregraph,

First: Is the farm economy such as to make it profitable for the
farmer to pay for a service rather than render it for himself? Not
if the pressure of population in the rural area'i such that labor
" costs are at or below subsistence levels or the farmer's own family
cannot be more profitably employed,

Second: Would the level of fees the farmer could pay permit a
profitable operation for the labor and capital involved in a bulk
storage and handling plant? Not at the present level of commodity
prices in most developing countries,

Third: Do facilities cxist for the bulk movement of grain from the
ficld to and from the storage points? Not in many of the cdeveloping
countries docs this condition exict. In moct the rail and highway
vervice both in coverage ana equipment is gros:sly inadcquate,

Fourth: Have means been provided or are they likely to be provided
in the near futurc to makc bulk grains truly fungiblc? Few if any
developing nations have as yet taken any positive step. to establish
legal grain standarde or enforce them if thcy were established,
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Dear Jim,

Subject: India — Discussions with Principal Secretary, Finance Ministry

We have recently had a visit from Mr. T.P. Singh, Principal Secretary, Ministry
of Finance, Government of India. Among other things, we ascertained from and
discussed with him the present line of thinking of the GOI on project possibilities
in the field of agriculture. I am summarizing below the main points that emerged
in the course of these discussions.

Mr. Singh agreed with us on the inadequacy of the existing grain storage
facilities to handle the large crop that is coming into the market this year and
emphasized the urgent need for additional storage facilities at intermediate and
terminal levels. He mentioned that the problem is very acute and engaging the
attention of the Government, which is putiing priority on construction of grain
storage and drying facilities. However, according to his admission, the shortage
of facilities is not likely to be overcome in spite of the ad hoc measures being
taken nowe In the light of this situation and future development, he felt that a
grain storage project could be considered for preparation and presentation to the
Bank. He further mentioned that he was going to talk about this with the
Food Secretary of the GOI.

He was very pleased with the project on Terai Seeds prepared with our assistance
and thought that something more could be done in other parts of India.

He informed us that the Government was particularly keen to take an area
approach to developing agriculture in key parts of India. He wondered whether in
this area approach attention could be given not only to regions with assured
resources of water but also to chronic deficit areas where resources presently
not fully known, such as groundwater, could be incorporated as an important element
of a possible projecte In particular, he was thinﬁi;g of parts of Bihar,
Bastern U.P. and the south. Our reaction was tha%& m the point of view of overall
stability of agricultural production in the country this would be a desirable strategy,
the question of whether feasible and viable projects could be developed for such
areas, needed both technical as well as policy considerationse

!7 i ;{{) oo/n-
Mr. Le.J.C. Evans J M
Assistant Director — Agriculture ¢
Projects Depariment
International Bank for Reconstruction and Development
1818 H Street, N.W.
Washington, D.C. 20433
U.S.A,
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Another field of project possibility emphasized by him concerns the
rehabilitation and strengthening of minor irrigation sources in specific areas,
particularly in Eastern India. In effect what he suggested was that these
sources are not being looked after, maintained and developed as well as they
should be because of scarcity of resources and the institutional problems
following on the land reforms, and that a broad programme with this objective
could be easily formulated for consideration by an external financing agency.
Tt is also likely that within such a programme specific projects could be
prepared for consideration by the World Bank group.

On fisheries, Mr. Singh indicated that the earlier project proposal
prepared by our Programme seemed to him to be one that could have been
undertaken by now and implemented, especially since this involved a rather
modest level of fishing activity which could have been managed and
administered with the available facilities and expertise. However, the
proposal to switch the project to large operations based in Bombay and Madras
had changed the perspective and is causing difficulties in the further
formulation and elaboration of the project. He wondered whether the earlier
project proposal could not be revived and looked at againe.

These are some of the ideas and proposals that Mr. Singh emphasized
to us in the course of the brief meeting. On +the whole he seemed very
positively inclined to receiving more assistance in formulating
agricultural projects for congideration by the World Bank group.

I am sure you will be interested in the views he expresseds I am looking
forward to discussing these with you when we meet next week.

With warm regards,
Yours sincerely,

AT

[« N

I.H. Ergas
Director
FﬁO/IBBD Cooperative Programme
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I refer to Messrs. Votaw and Picciotto's memo to Mr. Cargill
of June 13. The operational implications of the program set forth in
thet memo have been discussed with Messrs. Votaw and Picciotto. We have
now agreed on a sequence of missions as set out below.

2. Irrigation Reconnaissance Mission: (Sept. 16 - Oct. 13)

This mission would review with the Indian authorities both at
Center and State level priority irrigation projects in the context of the
Fourth Five-Year Plan and ascertain their potential suitability for IDA
support, the amount and nature of further preparation work required, and
make recommendations as to the most practical follow-up activities to
prepare the projects identified for appraisal. In addition, the mission
would discuss with Indian authorities both at Center and State level the
need and desirability of integrated water resource development programming
including the development of groundwater resources within existing surface
irrigation systems. In reviewing and identifying projects potentially
suitable for IDA support the mission would be guided by considerations of
economic priority, the institutional capability of the State(s) concerned,
the inter-relationships between such project(s) and on-going priority
programs in agriculture.

3. The mission would be staffed as follows:-

Mr, Creyke - mission leader,

Mr. Vergin - economist with experience in water resource
development and planning.

Mr. Tibor - consultant - plamning engineer.

Mr. von Uexkuel - consultant - agriculturalist with
experience of Asian agriculture, tropical
crops and soil sciences.

The mission leader would proceed to India in advance of the mission and

prepare a work program in consultation with the New Delhi office and
te Indian authorities. Mr, Picciotto of the New Delhi office

would work closely with the mission throughout its stay in India.

k. tural + Reconnaissance Mission: (Oct. - Nov.)

This mission would review the possibilities of developing agri-
cultural credit programs in selected States potentially suitable for IDA
support with Indian authorities both at Center and State levels. The
mission would try to restrict the scope of its activities to three or four
States with a view to defining further work required in preparing a first



stage credit project potentially suitable for IDA support. It would also
review the capability of financing institutions both at Center and State
levels, their technical appraisal capacities and exparience tural

5. The mdssion would be staffed as follows:-

Mr. Stoneham - wmission leader.
Mr. Christoffersen - economist with agricultural credit

experience.
Mr, Neal (FAO) - engineer with agricultural mechanization
m.m-musmt-qménmmm.

It would be essential that Mr. Plociotto of the New Delhi office works
closely with Mr, Stoneham especially in the identification of suitable
eredit channels, the selection of States for the development of a first
stage credit program, and in identifying policy issues of relevance to
agricultural credit programs.

i

cos Messrs. Cargill, Bell

WAkapenhanssat
IBRD
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Mr. I.P.M. Cargill June 13, 1968

Gregory Votaw and Robert Picciot.tg‘_,_:./}"’/

INDIA - Lending for Agriculture
\

1. This note is complementary to Mr. Wepenhans' memorandum to Files
dated March 25, 1968. It proposes a program of staff activity designed to
increase the level of IDA lending for agricultural development in India.
It does not deal with normal supervision activities or Indus-type studies.
It assumes that current input financing may be provided by IDA in connec-
tion with high priority projects. If implemented, we estimate that the
program could lead to about $400 million worth of external financing
support for agriculture between now and mid-1972. You will recall that
$260 million has been included under the heading of agriculture and
irrigation in our five-year forecast of IDA operations. The balance of
$140 million (if our project expectations materialize) might come from
allocations now proposed for other activities (e.g. railways) -- or,
alternatively, from parallel financing by interested consortium members.

A. THE NEED FOR MORE PROJECTS

2. The case for more agricultural projects in India can be simply
stated:

(a) India has a third of the population and 30 percent of the
cultivated area of IDA's less developed country membership.
Agriculture originates half of India's domestic product,

70 percent of its employment and about three-fourths of its
exports. By contrast, direct IBRD/IDA lending for
agriculture in India ($6L million) amounts to 6 percent of
the Bank Group's worldwide agricultural lending and to

l percent of its total lending to India (Table 1). There
has bu:;éno direct lending to agriculture by the Bank Group
gsince 1962.

(b) Of course, Indian agriculture has been an indirect bemeficlary
of Bank Group investments in other sectors of the Indian
economy. Through the industrial imports program, menufac-
turers of fertilizer, pesticides, pumps and tractors have
secured supplies which are essential to meet a growing
farmers' demand for modern inmputs. 1/ Through the transporta-
tion loans and credits, elements of a basic railway and road
infrastructure have been built and this is facilitating the
growth of market-oriented farming. Finally, Bank Group
assistance to the power sector has helped to meet a growing
tubewell energy demand upon which much of the country's
modern irrigated farming activity depends. However, the
benefits which the agricultural sector has derived from such
indirect aid and, more generally, of the Bank's role as

IDA has so far disbursed more than $40 million to agricultural input and
tractor manufacturers.

@«__i j 5 &9 KA
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Consortium Chairman are difficult to trace, even though
they are substantial.

(e) The staggering capital and foreign exchange requirements
of India's agricultural sector will not be met without
external « An estimate for annual foreign exchange
outlays of $400 - $450 million, (including $310 million for
fertilizers) would be roughly consistent with the original
Draft Fourth Plan Outline (Table 2), Total capital require-
mente have been estimated at $1,400 million a year by
Willem Holst, a consultant to the U,S. President's Secience
Advisory Committee on World Food Problems.

(d) There is a need to induce or accelerate change in domestic

, Volune II, May 23, 100
967, and April 25, 1968,

Development Effort, Volu
no iicy and the Fourth

- ted October 13

review the recent progress of this policy.
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and processing. The Punjab/Haryana irrigation study would integrate ground-
water utilization and surface system improvements -- particularly weak spots
of current agricultural programs. Both projects experiment with administra-
tive concepte which are relatively new to the sector. Taral would be managed
by an autonomous corporate entity grouping farmers, a land-grant type college,
and input distribution firms in the public and private sectors. The project
would also bring a major commercial bank into agricultural lending. The
Punjab/Haryana project would provide expatriate consulting talent for an
investment~oriented study in two states.

S. Beyond Tarai Seeds and Punjab/Haryana, there are no agricultural
projects in the pipeline. This results from a number of related factors:
uncertainty as to IDA resowrces; inadequate project tion efforts by
Indian authorities; differences in approach with respec curement
practices and cwrrent imput financing. But at least as important are the
obstacles which result from the rules which seem to have governed IDA's
relationship with GOI in matters of project design and selection. To these
obstacles we now turn.

B. PREREQUISITES FOR PROGRAM SUCCESS

6. G0I's strategy in the aid game aims at maximizing the flow of non-
project asgistance from IDA both because of the special quality of IDA money
and because of the exacting preparatory work associated with project finance.
Central tc the strategy is the assumed inelasticity of total IDA assistance
to Indis. The game then consists in putting up relatively few agricultural
projects for finance, Furthermore, even the few propesals which are put
forward are more in the nature of requests for on-going programs rather

than for specific investment projects. This strategy is effectively
supported by rationing of ianformation on altermative investment opportunities,
by obstruction of other Indian players' entry into the game and by an alloca-
tion system of Central funds which leaves little incemtive to individual
States to go through the rigors (the Indians often use the term 'agony') of
project preparation. 1/ The game is nearly over and successful, from the
standpoint of the GOI player, when the focus of the project debate can be
shifted from basic sectoral issues to IDA's own procedures, e.g. the chamnel
for lending, current input financing, procurement policy, ete.

Ts The behavior of the IDA player is more difficult to define since
we run a much less disciplined team than GOI and alsc because we play the
game in GOI's field, with teams originating from various divisions, depart-
ments and sections of the Bank and FAO. One danger of IDA's approach to the
game is a growing dichotomy between ite economic and sectoral analysis and
its project work.

8. The following pre~conditions are necessary if the proposed program
of staff activity in the agricultural sector is to be effective:

(a) Substantial support forthcoming from the Central and State
Governments in all phases of IDA's project design work;

(b) Adequate headquarters support and leadership (involving the
active participation of most sections of the Agricultural

1/ IDA standards seem especially severe to Indian administrators given
India's rather caswal and imprecise approach to public investment
budgeting.
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Division) during project design as well as during appraisal
and supervision;

(e) Close coordination between IDA's economic work and project
identification activities;

(d) Substantial utilization of the FAO/Bank Program, UNDP and
consultants at the post-identification stage.

9. Condition (a) is likely to obtain only if GOI understands that
IDA plans to invest a stated minimum amount of its available funds in
suitable agricultural projects identified by IDA. Under present operational
assumptions concerning IDA replenishment, this would mean $260 million worth
of agricultural lending over the next five year: higher allocation to the
sector would be provided if suitable opportunities for investment are
developed. GOI should also be informed that IDA proposes to intensify its
contacts with individual States during its project work. For this purpose,
we would expect working groups including State as well as GOI officials to
be organized to work with IDA/FAO.

10. Condition (b) implies that India will receive adequate priority
in the working program of the Agriculture Division. A rather large portion
of the manpower requirements which the Division would have to meet would be
for pre-appraisal activities. This is due not only %o an empty project
pipeline but also to the overwhelming importance of coordinated project
design in a country so vast and complex as India requiring continuity of
staff attention, The first year's program of pre-appraisal activities
should be agreed with the Agricultural Division as soon as possible.

11. Condition (e¢) results from the substantial effort already invested
by IDA in agricultural policy assessment. Consortium reporting in agri-
culture should increasingly focus on a review of the country's investment
program and on the identification of areas and actions deserving special
support within these programs. Close liaison with other external agencies
(FAO, UNDP, AID) operating in India is crucial in this comnection. Given
existing staff limits in the New Delhi Office, such a role largely hinges on
whether (as assumed above) adequate headquarters staff support is made
available,

12. Condition (d) is prompted by past agricultural project experience
in Indla which suggests that unless Bank staff is intimately involved in
initial stages of project design, subsequent efforts rum the risk of being
counter-productive., Hence, the rele of FAO/Bank, UNIP and consultants has
been deliberately geared to 'second stage' design activities.

C. INVESTMENT PRIORITIES

13. Administrative weaknesses in India (as in most developing countries)
constitute a major constraint on agricultural development. These weaknesses
(divided authority, poor coordination, weak management) are widely recognized
and there is mounting farmer-based clamor for more effective supporting ser-
vices to agriculture. The art of project design will largely consist in
selecting or building up institutional devices which fit local conditions

and offer the promise of satisfactory performance, As in the case of Tarai,
IDA could assist Indian farming through a variety of institutions - including
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agricultural universities, research institutions, industrial firms and com-
mercial banks. Indeed, diversification of the institutional structure at
the service of agriculture should be one of the criteria of owr project work.

1. Farm production growth in India is dependent on increasing crop !
yie and the area under multiple cropping. In general, timely moisture
supply rather than adequate temperature is the bottleneck to plant growth

and, given the irregular and seasonal pattern of rainfall, intensive land

use calls for asswed water control through irrigation. In many areas, past
irrigation policy has failed to provide adequate water control on the farm
for the following reasonst (a) lack of adequate networks of terminal
channels and lack of adequate maintenance on major worke; (b) absence of
consolidation measures where fragmented holdings prevail; (c) neglect of
drainage works; (d) surface water systems overextended in relation to water
requirements; (e) groundwater exploitation poorly integrated with the

surface water utilization; (f) system operation unadapted to crop require-
ments; (g) water charges leading to inefficient water use. 1

15, Given the above, better use of existing irrigation assets through
complementary agricultural programs should have high priority in IDA's
investment program. The proposed program of staff activity would help
identify such projects in Madras, Andhra Pradesh and three or four other
states. Integrated river basin development programming should be initiated.
All these activities may require substantial support by consultants.

16. Untapped groundwater resources are substantial and their increasing
use under private management is an encouraging trend under the New Agricultural
Strategy. If accompanied by detailed hydrologic examination, groundwater
exploitation should have high priority in IDA's program. This would require
the design and operation of expanded credit services to farmers and contractors
as well as step-up of power transmission and connection programs. A tubewell
project is likely to emerge soon from the Punjab study. In addition, we
propose that a new credit scheme be developed for promoting minor irrigation
development and mechanization in Andhra Pradesh, Madras, Maharashtra, Gujarat
and/or Mysore. welt

17. The 1968 bumper rabi crop has brought to the fore the need for
additional grain storage facilities in surplus areas. But here again, IDA
should take a broad view of the country's agricultural marketing and pro-
cessing structure before detailed project preparation is undertaken., Basic
policy issues, including the removal of inter-state trade restrictions, may
have to be settled before IDA invests in this sector.

18. Much of the impetus behind the New Agricultural Strategy is the
outcome of foodgrains breeding and research., Yet, there are disturbing
signs that production-oriented research programs are not receiving the
support they deserve. Furthermore, the gap between research and extemsion
at the Center and in most States leads to poor diffusion of agricultural
innovation. The program of IDA lending proposed here would back up seed
research in connection with a multi-state seed production project.
Strengthening of the research-extension link would be achieved through
asgistance to selected agricultural universities.

19. The diffusion of the new technology is creating a rising demand
for short, medium and long-term credit which the existing farm credit



N R

structure is ill-equipped to handle. An immediate need is to develop new
production credit arrangements adapted to an emerging pattern of imput
distribution where private dealers are becoming increasingly active. A
further need is to strengthen the development lending programs of
nationally important financial bodies such as the Agricultural Refinance
Corporation and its network of Land Mortgage and commercial banks.

20, The Government's New Agricultural Strategy has centered mainly

on foodgrains production and, as a result, actions to promote commercial
crop development (such as tea, jute or cilseeds) and livestock production
(dairy and poultry) have been neglected. The intelligence available to IDA
on these important areas of agriculture is limited. The proposed program of
activity makes provision for fact-finding missions in these sectors to lay
the basis for possible project activity by IDA.

21. The proposed five-year staff activity program and the related
project lending forecast which it supports are set forth in Tables 3 and L.
The manpower estimated to be required relates both to economic and (pre-
yellow cover) project activities. It excludes coordinating and supporting
staff requirements (e.g. India Division and Delhi Office) as well as staff
commi tments already made. On this basis, about 60 man-years would be
required for the five-year program, i.e. an anmial requirement of 12 man-years
on the average. Of this amount, 32 man-years (i.e. about 6 - 7 man-years each
year) would come from the Bank and the Bank/FAO Cooperative Program. This is
only 10 percent of the existing professional staff capacity of the division,
The balance of the uirements would be covered by consultants and UNDP, as
follows (in man-years):

Bank and Consultants Total
Bank/FAO _and UNIP_

e s

Project Identification (including

economic work and sector analysis) 10.L - 10,4
Feasibility Studies and Project
Preparation 10.9 26.L 37.3
Project Appraisal 11,6 I 11.6
Total, 5 years 32.h 26.4 59.3
Annual Average 6.1t L.b 10.8
22. The following missions are propesed for the next few months:

(a) Fourth Plan ﬁ in ﬁcﬂt&u This review should involve
contacts at concentrate on the weak areas
of the New Agricultural Strategy, i.e. research, credit,
water, export crops and livestock: In addition to the New
Delhi Office staff, participation of an agronomist and a
livestock specialist would be desirable., Field work should
start in August.
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(b) %t Project: A fact-finding mission inecluding a credit
spe s an engineer, an agronomist and an economist is
required to identify in broad outline a project to promote
private minor irrigation and mechanization in selected Indian
States. The mission should review the activities and struec~
ture of the Agricultural Refinance Corporation and other
financial bodies active in agricultural lending, undertake a
preliminary assessment of regional demand for irrigation and
mechanization credit and build the framework of further
project preparation activity. Field work should start in
September.

(e) Irrigtiom An irrigation reconnaisance team including a
8 rrigation engineer, an agricultural economist and an
agronomist should visit India around November to review
poseibilities for improved planning and preparation of major
irrigation projects. The mission's objective would be to
identify potentially useful studies and project preparation
activities in the irrigation field. Tt would undertake a
preliminary review of investment possibilities in the Cauvery
delta, in the Krishna-Godavari delta, as well as in other
areas included in the Fourth Plan Outline list of major irriga-
tion projects. It would discuss with the Govermment the need
for integrated basin development studies. Another mission
would probably have to follow up the results of this
reconnaissance early next year.

(d) Fertilizer Programs The identification and preparation of a
production scheme through private channels is proposed within
the marketing area of the Tarai Seeds Project. Agronomists,
credit specialists and marketing consultants would be required
for this activity. PMield work could start before the end of

the year.
E. SUMMARY
23. To sum up, direct IDA lending to Indian agriculture has heretofore

been too small in relation to the needs of the sector, and its potential for
productive investment under the Govermment's New Agricultural Strategy. To
foster development of an agricultural system in which essential elements are
adequately balanced and coordinated, investment in the following fields would
have high priority: irrigation, groundwater development, research, output
diversification, storage and farm credit. More agricultural project activity
would help guide the resource allocation process within India. It would also
give additional weight to IDA's economic policy recommendations and lead to
improved reporting on agricultural development to Consortium members. In the
past, agricultural project activity has been hindered by lack of suitable
projects, scarcity of IDA funds and the exclusion of fertilizer imporis as
such from IDA's operational scope because of IDA's reluctance to finance
current inputs. Budgeting of a minimum share of IDA funds for agricultural
projects, intensification of IDA's contactes at the State level, better
coordination of IDA and FAO staff activities and relaxation of IDA's current
input financing criteria are suggested for improved project work.

ccs Messrs, Gilmaptin/ladejinsky, Chadenet/Bell, Evans/Wapenhans, Goodman/Street,
RPicciottosp B. King, Votaw, Kirk/Waide/Dunn

IBRD/IDA



1.
2.
3.
L.

2.
3.
L.

IBRD
Agriculture
Industry & mining
Transport
Public utilities

Total IBRD

Ima
Agriculture
Industry
Transport
Public utilities

Total IDA

Total Agriculture

Total IBRD & IDA

DIDIA - AGRICULTIRE

IBRD Loans and IDA Credits

e
Amount
W S Mo %
1 10.0 0.9
b/ Lo8.5  38.k
13 L8.6 k2.1
8 198.0 _18.6
36 1,065,1 100,0
7 67.5 7.5
L h15.0 k6.1
5 275.5  30.6
6 _L3o 158
22 901.0 100.0
8 77.5 3.9
58 1,966.1 100.0

Table 1

Prineipal
Amounts

7.2 0.7
295.7 3kh.3
k1.0 51,2

118.7 _13.8
862.6 100,0

57.0 6.9
392.1  L7.5
252.h  30.5

_12kb 151

825.9 100.0

1,688,5 100,0



Table 2

DOIA - AGRICULTURE

timated i R niru-nt-y
on

Total 1968/69 1969/70 1970/71 1971/72 1972/13

Fertiligzer
~ Mitrogen 985 23k 228 198 175 150
= EiP i i
Pesticides 199 39 ko ko ) ko
Tractors
~ Crawler Tractors 59 23 12 8 8 8
mm R X 2 : O: OB
8
- B % B® &
Major Irrigation 2 303/ Lé L6 ké b6 46
Minor Irrigation 19 6 b 3 3 3
Other Uses 6s¥ 13 13 13 13 13
Total 2,314 80 L8O k78 L52 k27
EEsEm == === === s=m =

1/ Based on Appendix IV, Vol. II ultmlrono in India) of the Bell
Mission Report - Indian Economic ve-Year Plan
Asia Department,
unuozlsro/nhmmmuwmrmmm.
except for nitrogen where a gradual decline after 1970/71 is assumed.
The fertiliszer price assumptions have been adjusted downwards to take
account of recent price movements.

2/ TFourth Plan Outline assumption.
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Indicative Projection of IDA Commitments
(¢ Million)

168/69 1269/10 1070/T1 19M/72  1972/73  Total

1. Seed project 1Y/ L b1
2, Punjab/aryana 12/ 0, i
3. PFertilizer program?.f 60 60
L. Oredit pmject!h/ 60 60
S, Seed project 112/ 20 20
6. Punjab Haryana 11/ 3 30
b Tl 35
8, Krishna Godavari®/ 25 25
9 len'rz/ 15 15
10, GOrain Mraxog 30 30
11, Punjab/Haryana TTT/ 38 35
12. Bxport crop development:2/ 30 30
13. ILivestock d-nlo;:nentw 25 25
. Agricultural wiiversitiestd o L . 18 18
Total 28 -] 10 105 105 408

N.B. This list is for illustrative purposes only. Many items could be deleted, others
could be added and the amounts indicated should be viewed as rough orders of

magnitude.
(Footnotes on next page)



Table 3
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Footnotes to Table

N | X

The project cost is estimated at $27 million in the application (of
which $18 million is classified as investment).

The project cost including the study is estimated at $21 million
(appraisal mission's backeto-office report).

A scheme to provide fertilizer credit to farmers in selected Indian
gtates through input dealers, commercial banks and other private enti-
ties. According to the Fertilizer Association Credit Committee, US$50-60
million would represent one-fifth of the fertilimer eredit requirements
of farmers to be met in 1969-70 by sources other than co-~ops. The IDA
scheme would concentrate on North India where Terai seed is expected

to be marketed.

A scheme to provide medium- and long-term credit to farmers of selected
Indian states for groundwater development and mechanization. The scheme
would also provide for groundwater surveys, power transmission facilities
and eontractors' eredit. The borrower would be the Agricultural Refinance
Corporation. The funds would be channelled through selected Land-Morigage
Banks and commercial banks. The following states, where Land-Morigage
Banks are already active, would be covered by the scheme: Andhra
Pradesh, Madras, Maharashtra, Gujarat and Mysore.

A $30 million project for development of 50,000 acres of seed production
land in selected areas of Punjab, Msharashtra, Madras and Andhra Pradesh.
The project would include provision for seed processing facilities and
support of related research activities.

A $45 million groundwater development project to finance approximately
20,000 private tubewells in Punjab and Harysna over s four-year period.
This would henefit appraximately 300,000 aeres, at a cost of US$150
per acre.

One or more "follow-up" projects designed to strengthen agrieultural
dunlwtm programs within the command areas of existing IDA-financed
8 Se

This amount is based on a preliminary cost estimate of $38 million for
a drainage and flood control project prepared by the Andhra Pradesh PWO
department for the Kolleru basin and adjoining areas of the Krishna-
Godavari delta, More detailed studies are likely to be required to
make economie use of existing infra-structure and available groundwaier.

This amount is based on a preliminary cost estimate of $23 million for a
scheme prepared by a Madras Government official. A UNDP survey is proposed
for the area. Additional studies to integrate surface water system re-
habilitation with groundwater utilization are likely to be required.

(continued on next page)
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A project desi to inecrease grain storage capacity in salected
surplus aveas (0.,6-0,7 mllien tons of storege at $100 a ton).

An integrated surface weter system rehabilitation-cun-groundwater

development projeet in Punjab and Haryana covering 600,000 acres at
a cost of $100 per acre.

Support of export-oriented ercp production programs (Jjute, tea, oile
seeds, tobacco, ete.). Thismight include plantation schemes or small
holder development projects.

Support of deiry and poultry schemes,

Support of research, extension and education progrems of selected
agricultural wnlversities.
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AGRICULTURE

Table

Tentative Program of J_L;r_:tivit_éea and Related Manpower Rguim&ntu}/

Mission

lype
Fourth Plan Review = icul ture Economic
Consortium Reportin Economic
Consortium Reportin Economic
Consortium Report / Economic
Consortium Reportin Economic
Consortium Reportin Economic
Fertilizer Program - State Plan ml:g'iau P
Fertilizer Program - Organizati / PP
Fertilizer Progra.né/ PA
Credit Project PI
Credit Projec / PP
Credit Projec PA
Seed Project II PI
Seed Project 112/ PP
Seed Project I / PA
Punjab-Haryana I PP
Punjab-Haryana 112/ PA
Sone/Shetrunji/Salandi/Purn PI
Sone/Shetrunji/Salandi/Purn PP
Sone/Shetrunji/ di/Purn PA
Krishna Godavar ¢ !
Krishna Godavar / PP
Krishna Godavari PA
Cauvery. PI
Jauvery: PI
Cauvery. PP
Cauvery: / PA
Grain Storag PI
Grain Storag N
Grain Storag PA
Pun jab-Haryana 1112/, PI
Punjab-Haryana IL PA
Export Crop Development PI
Export Crop Developmen / PP
Export Crop Developmen PA
Livestock Development PI
Livestock Developmen PP
Livestock Developmento/ PA
Agricultural Universities PI
Agricultural Univeraitie:é; PP
Agricultural Universitie PA

Total:
Of which: (Consultants and UNDP
(Bank and FAO/Bank

Expected Man-Monthe¥

Period A AE E

July=-Bec.!68
1969

1970

1971

1972

1973
3».-“0.168
Jan.-Mar.'69
Mar.=Jun.'69
July=Dea.'68
Mar'69-Mar'D
Mar.=-Jun.'70
Jan.-J'l.m. l69
Jan.=Jun."'70
Oct.=-Dec.'T70
Jan.-Feb.'70
le.-J'm.'ZO
Jan.=Feb.'69
Jun'69-Jun'd LB
Jun.-Aug.'TL L
July-Dec.'68 1
Jun'69=Jun"L 4O
Jun.=-Aug.'71l
July=-Dec.'68
Sep.=Dec.'T0
Jan.~Jun.'7l
J‘lm.-‘n‘-’g
Jm.‘J !
Jan'?OE%{o’ﬂ.
Mar'71-Jun'7l
Jan.-Mar.'Tl
H“t-Jmc'?z
Jan.~Jun.'69
Mar' 7l-Mar T2
J‘ul.-ﬂﬂ)-'??
Jun.-Des.'69
Mar'Tl=Mar'R2
Jul.=Sep.'72
Jan .=Mar.!'70
Jul!7l=Jul 2
Jul'72-Sep72_3

23
121
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1/ This does not include supervision activities except those like
activity. It excludes manpower resources already committed.
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ly to lead to new appraisal
It also excludes supporting

field and headquarters staff requirements (e.g., Delhi Office, India Division, eto.).

2/ A mission to review the progres of a study.
3/ A "reappraisal" mission.

/ A mission to establish terms of reference for a study.
/ Scope and timing dependent on the results of a prior mission.

/ Education specialist.

¥ On the basis of 10 working man-months per man-ysar.

Nomenclature:
A  Agriculturist E Projects Depart.- PS Studies Section
AE Agricultural Economist Educ. Division  PC Credit/Livestock
E Engineer F IFC Section
FA Financial Analyst or P Projects Depart.- PG Gen. Agriculture
Credit Specialist Agri.Division Section

Ec Economics Depart. U UNDP Program

PE Economic Section UE UNESCO

PI Irrigation Section FB FAO/IBRD Program

C Consultant

PA
PS

Project Identi-
fieation
Project Preparation
Project Appraisal
Project Supervisiom

=
(o]

=
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Mr. W, A. Wapenhans Nty 06
Bernard R. Bell (gjoned) Bernard R. Bell
DIDIA - Lending for Agriculture

I am sorry not to have given this back to you long ago.
When I first read this I had a number of thoughts about modification
but at this point most of them seem to have escaped. In the interest

of no further delay, lets forget any thoughts I had.

Attachment « cc Memo to Files from W.A. Wapenhans dated h/9/68'
on above subject

BRBell:lfb
IBRD

Dictated by Mr. Bell 5/28 and
signed in his absence.
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SUBJECT:Indjian Food Problems

a7

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

Hs
i f/__:{f
FROM: Michael L. Hoffman/z”

On May 27th 1968 I attended a small luncheon at the Council
on Foreign Relations in New York at which W. David Hopper of the
Rockefeller Foundation addressed a group on Indian Agricultural problems.
(Hopper's credentials on agriculture and India need no underlining, but
I was not aware that he actually farmed in an Indian village for about
two years at one stage of his career), Among those present were
Willem Heclst, Dave Bell, Frosty Hill (all Ford Foundation) Roger Revelle
and Willard Thorpe.

The gist of Hopper's message was that the agricultural
revolution, sparked by the new varieties of wheat, rice and sorghum
plus 2 run of good prices, is real but that it has given us only five
or six years of comparative ease on the food front. Unless there is
a drastic change in govermment attitudes towards agriculture and
corresponding action, Hopper believes that in five or six years we
will be right back where we were, There is still, as he put it, no
vision about agriculture in the higher civil service, There is no
sense that agriculture is to be treated as a system which one
technical change (e.g. seeds) can affect, but which camnot really
progress without appropriate changes all through the system. He
fears that the civil service will be complacent and go right back
to starving agriculture in favour of what it regards as the
modern sector ( I was somewhat surprised that he cited G. Patel
particularly as exemplifying this tendeancy) - feeling that the new
saeds, plus fertilizer, have solved all their problems and therefore
they can forget about agriculture. There is still no strategy for
agriculturel development in the Govermment,

Hopper cited irrigatiom, particulerly tube-well irrigation,
the establishment of research institutes of the quality and scale of
the IRRI in the Philippines, the analysis of the new pesit problem
created by the new strains of plants and pest control, as eritical
areas where action now is needed but not being taken, He also
suspects that there will be & tendency to permit, or encourage, grain
prices tc revert to former levels. He was strongly criticzl of the
apparent intention to bring in six or seven tons of PLLBO grain this
year, feeling that it vould lead to price declines and a corresponding
loss of momentum, He emphatically rejected the notion that the
Indian farmer is any less responsive to price incentive than the farmer
anywhere else, Mr. Hopper commented on what he called the illogicality
of Indian irxrigation offfcials,uwho are the best in the world with the

techniques/a..

CORPORAT[ONL/p(/,Ci:EV\
OFFICE MEMORANDUM o

TO: piles DATE: pay 28, 1968
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techniques of the l930's”but indifferent, or even hostile, to the
development of ground water resources. He said that there is considerable
evidence of the existence of a huge aquifer under the Ganges plain =
Revelle questioned this. What is needed is a full-scale hydrological
survey. This has besn repsatedly proposed to the Indian Government and
US (ATD) has offered to finance it, but the Government is still resist-
ing the idea. Evidently this resistence is particularly against having
United States engineers in large numbers working in the Ganges basin and
Hopper suspects that the Indians feel that the United States is pro-
Pakistan on water issues = such as the Ganges barrages. He said that
each year the hydrological survey is postponed moves the possibility of
exploiting whatever water resources are there thres to four years into
the future.

cc: Mr. McNamara
Mr. Demuth
Mr. Aldewereld
Mr. Kamarck
Mr. Chadenet
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT

5 e
INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

CORPORATION . ﬁﬁ?::;!
OFFICE MEMORANDUM o

Files DATE:  May 21, 1968
Wolf Ladejinsky

ASSOCIATION | RECONSTRUCTION AND DEVELOPMENT

On Wheat Procurement in Punjab, Prices and Agricultural Take Off,

Le During a recent visit to Ludhiana (Punjab) we spent several

hours at the wheat market in the company of Mr. Sharma, our driver,

himself a Punjabi, who now and then also performed a§ interpreter.

Upon listening, among other things, to wondrous accounts of Rs.1,000

net income per acre of wheat, he stated that he is in the "wrong business®.
Indeed, he is, and so are we, and so, we suppose, is our friend Ceorge
Darnell who only recently spoke longingly of a couple of hundred acres in
the Terai. Having looked at this corner of Punjab, we hereby offer him an
alternatives he could do just as well on 200 acres in Punjab; the yields
are excellent and as a Punjabi farmer he would be just as innocent of any
tax burden as a farmer in the Terai. There is nothing apocryphal about
this. Recalling the area as it was not many years ago, even a brief visit
conveys the impression that, for the greater part, agriculture in Punjab
has taken off; those with land of their own, particularly in the category
of 20 acres and more, are making money "hand over fist", and barring
exceptional mishaps much of Punjab's agriculture is on its way to being
largely transformed into a highly capitalised and highly productive economye

26 The purpose of the visit was three-fold: To see at first hand

(a) how procurement prices were faring; (b) how well the procurement
campaign is going, and (c) the role of the Punjab Agricultural University
in the new technology. It takes little searching to see the shape of things
on all three scores. Though a bumper crop, procurement prices are the same
as those of the 1966-67 much smaller crop; they range from Rs.76 per quintal
($ 2476 per bushel) for common white and Mexican varieties to Rs.81 (§ 2.96
per bushel) for superior quality wheat. Despite the earlier, but unsuccess-
ful, plea of the Punjab Government that anything less than Rs.l00 would be
detrimental to the welfare of the farmers, the signs of discontent are few;
most farmers, especially the efficient ones, are satisfied with the prices
and eager to unburden themselves of the surpluses. The misgivings they
harbour derive from the fear that the support prices may break down under
the impact of a rising tide of stock offerings and the inability of the
official purchasing agencies to 1lift them. But as of the time of our ob-
servations (May 16) all the auction sales were within the range of officially
set prices.

Je Many farmers are still busy threshing and the marketing peak will be
reached by the middle of June. Meanwhile, the flow of grain to the market
is assuming unprecedented proportions. Physically, the Ludhiana market, and
reportedly other markets as well if not quite to the same degree, can hardly
cope with the outpouring of the grain. At 9 a.m., when the Ludhiana market
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Jjust opened for business, one trod his way on foot into the market with
considerable difficulty. Every inch of the ground was covered with bags
and mounds of wheat, and more was coming in by cart, tractor-driven
trailers and trucks, stretching blocks away from the market, reflecting
above all a bumper crop and the desire to cash in. How bumper may be
judged by the wnofficial estimate of 3.5 to L million tons of wheat as
against 2.5 million tons the year previous. On this reckoning the procure-
ment target of l.5 million tons is realistic, amply supported by current
market activities. DMost of the offerings will be Mexican wheat, which
represents about 55 percent of the State's wheat acreage. The farmers
recognize its high yielding qualities, but they refer to it somewhat
disdainfully as "export" wheat because the Punjabis like neither its colour
nor taste. If prices should soften, the farmers would rather "gamble" on
the retained non-lexican wheat.

Le The word most commonly heard in connection with procurement is
"congestion™, Congestion at the market approaches; congestion at the

market; congestion at the railheads, congestion from a shortage of railway
transportation; congestion from a shortage of trucks, and indeed congestion
also at the notoriously limited storage points. The problems of marketing, -
storage and transportetion created by the biggest wheat crop Punjab ever
recorded are the more serious since about two-thirds of the surplus of wheat
and other winter grains are normally sold in the quarter immediately following
harvest so as to avoid the raveges of the monsoon rains. The other worrisome
problem is the concern of & price breakdown if the 1lifting of the procured
wheat is not moving expeditiously; the reasoning behind it is that official
prices will hold only so long as the procurement agencies remove the bottle-
necks standing in the way of smooth handling of the purchased stocks. Failing
that, the procurement program would slow down and cultivators would have to
make their own "adjustments" with private traders. This is understood in
farm and non-farm circles and it explains at least a part the stampede to the
marketsa.

Se The success of the procurement campaign will depend on how well the
agencies involved succeed in solving the various "congestions", Local sources
are not too sanguine about the prospects. It will take special and effective
measures to preclude the development of an emergency in the few weeks immediately
aheade It is not excluded that steps eppropriate to the occasion will be taken.
The reason is not far to seek. The entire procurement program of 1967-68 hinges
on the procurement of Punjab's wheat surplus, accounting as it does for 75 per-
cent of the targetted collections from the rabi wheat crop. Considering the
poor performance of the Kharif procurement program, the fulfilment of the

Punjeb target offers the one bright spot in the otherwise discouraging national
procurement picture. On the face of it, the Union Covernment eannot afford to
miss this opportunity. Chances are, therefore, that in this instance mmch will
be done to ensure the movement of the crop and, as a corollary, maintain present
price levels throughout the season. This said, we are not prepared to eat our
hat if the proverbiel slip between the cup and the lip does occur,



be Regardless of the procurement and price prospects, even a whiff

and 2 smell of the new Punjab reveals its high rates of productivity and
the factors which have made this possible. We say new Punjab advisedly,
for only seven-eight years ago, and with the ever-present and notable
exceptions notwithstanding, parts of the State still resembled what was
described in Darling's classic "The Punjab Farmer in Debt and Prosperity”,
written forty odd years ago. The point of the book was that in prosperity,
too, the farmer end his economy were stagnating. It is an understatement
to say that this is no longer true; it is surely not true in ILudhiana,
admittedly the most developed district in the State, There, for example,
the average wheat yield in 1960-61 was 17 maunds; }/ in 1966-67 it was 29,
and 1967-68 the yield is estimated at 32 maunds. lore or less the same is
reported from other districts, depending about the efficiency of the farmers,
size of the holdings and resources that go with it. Punjaeb University
scientists like to remind a visitor with pardonable pride that on & per
acre basis the yields exceed those of such important wheat growing countries
as U.S.A., Australia, Canada, Argentina, USSR, Pakistan, Mexico end Japan.
Leaving aside some of the special circumstances which explain the doubling
of the yields, the fact, for instance, that about 60 percent of Ludhiana's
acreage is irrigated, the sharp rise in ylelds between then and now 1is
there neverthelesse.

Te It is not necessary - nor can we - assign any values to particular
inputs which lie behind this development, but it is unquestionable that the
introduction of Mexican Lerma Rojo during the rabi season 1965-66 was the
turning point. In that year, in Ludhiana district, this variety was sown

on only 170 acres; 18,000 in the yeer following, and 2L5,000 acres in 1967-68.
Although Lerma Rojo is still the domirant variety, with the aid of the Univ-
ersity the farmers here also put in an undetermined acreage under more nearly
indigenous varieties of dwarf wheat such as VP-18, Kalyan 227, S-227 and S-308.
The plant breeders of the University are of the opinion that in about two years
little will remain of the original Mexican dwarf and of the traditional
indigenous varieties. The new breeding material is sufficiently promising

to replace the former with an eye on a still greater yield potential, elimin-
ating at the same time the color and taste the cultivators and consumers

frown upon. The receptivity of the farmers to new and newer varieties leaves
little to be desired. The eagerness is proving costly to some of them. The
mtriple dwarf" veriety is still in an experimental stage and is not available
for sale. Yet some shrewd entrepreneurs sell this non-existing dwarf to
gullible but anxious farmers at fancy prices. This illustrates still another
point: the growing, if temporary, confusion in the minds of many farmers as
new varieties come into the market in great profusion. Since this is not

a study of all the material inputs that comprised the package of practices,
suffice it to say that a vast expansion of irrigation facilities, of fertilizer
consumption and of mechanization of agriculture are the other principal in-
gredients of change from the old to the new.

8e In much of this the Punjab Agricultural University is playing a signif-

1/ One maund equals 82 pounds.



icant role. As Universities go it is among the youngest; it has only left

the "drawing-board" stage a mere six years ago. Despite this, an/interested
observer cannot but become aware that it is alive to the current developments
in the new farm technology, by contributing its share to the breeding of high-
yielding varieties, as well as through other closely related research activ-
ities. We are too ignorant of such matters to judge them with any degree of
accuracy, and we rest on the view of specialists not connected with the
University that in this field it is one of the very best among India's eight
agricultural universities. But what impresses one about yet another role of
the Punjab University, and with no reference this time to outside opinion,

is that it is completely involved in disseminating the results of its research
down to the farm. The statement of the farmer at the threshing table that he
learned about his high-yielding variety at the University was no accident.

The farmer may not have known thet the University is an Indian version of the
American Lend Grant College 1/ and thet as such it is responsible for all
agricultural research in the State and for all extension education work. The
Village Level Worker (VLW) or extension agent is at a discount in Punjab as
elsewhere, but "subject matter" specialists of the University are closely
tied in with district agricultural offices as spokesmen, interpreters and
activators of research results attained.

9e The University is more than a school for future agricultural specialists,
or a center of agricultural research. It is, in addition, a center for training
of farmers of all ages, of farm-fairs and farm exhibitions attended by thousands
of farmers. The training given by the University staff takes place throughout
the greater part of the year. It also conducts something resembling a mail
order business, except that the "catalogues" provide timely information on
agricultural developments and the questions raised by the farmers are either
met immediately or they stimulate further study and research. In all, while

the University is probably not the paragon as some comentators see it, neither
is it an ivory tower removed from its rural surroundings, where the quest for
new and better practices is visibly pronounced. Taking for granted the high
quality of the University's research directed to practical ends, it is fair

to conclude that the University has also given rise to the kind of farmer
education that the Extension Service with all its massive and widespread
paraphernslia has never quite learned how to extend.

10. From all the preceding it is apparent that the new agricultural strategy
as applied to the wheat crop g/ has given most gratifying results in terms of
yields and total output. How uneven the results are in a State with ten type-
of-farming regions, or where 58 percent of all the holdings (547,000) are small
(average size 1l acres), 27 percent medium (23 acres) and 15 percent of large
holdings averaging L2 acres, is a matter of further investigation. This would

1/ Developed under the auspices of Ohio State University.

2/ The total wheat acreage accounts for 38 percent of Punjab's
slightly more than 10 million cultivated acres under all crops.
The new rice varieties on Punjab's 900,000 or more acres under rice,
or 9.5 percent of the cultivated area, have not yet caught on, just
as they haven't in most other parts of India.



—

have to take into account the fact that each size group claims roughly
one-third of the cultivated area, and that 27 percent of the area under
small holdings is rented land compared with 16 percent on medium and

2 percent on the large holdings. But that the wheat growers have benefited
unequally reflecting the variety of yardsticks against which the gains
would have to be measured doesn't detract from the overall performance of
the new strategy, of which Punjab takes great pride.

11. When the question of prospects is raised, the Punjabis are inclined
to the view that the sky is the limit. When they speak of the State as the
future bread basket of India, it partakes of the above attitude. Time will
tell if this anticipation will be fulfilled,but what is worth recording is
that the current achievements and confidence in the future are not attributed
solely to the new varieties and other physical inputs. Without underestimat-
ing their crucial role, the contention is that they stimulated peculiarly
Punjabi human qualities, without which agriculture could not have progressed
this far so quickly. More specifically, the argument runs thaet Punjab has
been undergoing salutary changes since the partition of India, which brought
into the truncated State hundreds of thousands of enterprising and hard-
working, but temporarily destitute, people struggling for survival. The
allotment of land to so energetic a group, together with the completion of
the Bakhra Dam, the Nangal Fertilizer Factory, the spread of education and
transportation, and the greater availability of electric power set the stage
for vigorous development. All these served to instill new notions about
agriculture as a business and agriculture as a source of better living,
particularly in the decade before the new technology made 1ts appearance

in the form it is known now. Savings, capital accumrulation, investment,
risk-taking, higher values placed on practical education and other emerging
economic and social ideas were affecting a gradually widening circle of
farmers. By the time the new agricultural science and technology came into
the picture, the ground was well prepared, and it is not surprising that the
Punjab farmers opted for it with an alacrity unequalled in most other parts
of India.

12, This, to repeat, is one of the basic arguments that explains Punjab's
success story. Whether it is true, whether the Punjabi farmers are indeed
endowed with attributes that make a difference in the rate of application

of what is new and promising in agriculture, we cannot state with certainty.
On the other hand, the pockets of remarkable effort observable in Punjab
nearly a decade ago demonstrate that evidence of their aspirations is not
only of recent date. Bubt even if the attitude and claims are only products
of pride of achievement and pride of belonging to an innovating State, their
productive potential apart from the material inputs cannot be underestimated.
Not so long as "The locked up energies of the people are being released and
they are finding constructive, productive and creative chamnels." 1/

1/ Dynamics of Punjab Agriculture, Department of Economics and Sociology.
Punjab Agricultural University, 1966. p.8
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SIGNIFICANT AGRICULTURAL CHANGES AHEAD
Eugene B. Hayden, Executive Vice President
Crop Quality Council
Minneapolis, Minnesota

It is a genuine pleasure to meet with you and attempt to place in perspec-
tive some key developments in the crop production field, which are likely to
have major impact on North American grain production in the next 10 years.

I feel it a particular privilege to meet with this railroad group, because of
the key role your industry originally played in opening up for agricultural
development the vast land areas of the Great Plains of the United States and
of the Canadian Prairie Provinces - an area which has contributed importantly
to supplying grains to the world, and which is a major resource available to
meet world grain and food needs in the decades ahead.

Increased World Wheat Production Capabilities Emerging

Last year there was great optimism that the time had come to unleash North
America's grain production capacity in order to meet world wheat needs.
However, present large world wheat supplies, including record levels of
food grain production in India (nearly 100 million metric tons), have been
reflected in lower prices, a softening of export demands, and a build-up of
wheat supplies in the United States and Canada. Favorable weather con-
ditions in India have contributed greatly to her expected record harvest, in
sharp contrast to 2 previous years of serious drought which resulted in U. S.
food aid shipments of 264 million bushels of wheat, plus other grains, in

a single year,

Of greater importance for the future is the rapid progress being made in
increasing the wheat production capacity of India and Pakistan. This year
more than 40% of the Pakistan wheat crop is being produced on only 20% of
the total area seeded to wheat. In this important area, the high yielding,
fertilizer-responsive Mexican semidwarf wheats have been combined with
fertilizer and better soil and water handling practices to produce dramatic
increases in per acre yields. The successful introduction of this new wheat
production technology into Pakistan means that Pakistan will achieve near,
if not full, self-sufficiency in wheat production during the current harvest
which is now underway. This new technology can, according to Dr. Norman
Borlaug of the Rockefeller Foundation, be rapidly extended to much larger
areas of Pakistan and make continued self-sufficiency a reality.

Presented to the American Railway Development Association, Montreal,
Canada on April 30, 1968



Great progress is also being made in India, where about 6,000,000 acres
are now seeded to the high yielding Mexican wheat varieties, and is

likely in other countries where campaigns to increase wheat production

are underway. There has been a large-scale movement of these broadly
adapted Mexican seed wheats into India, Pakistan, Turkey and Afghanistan,
and semidwarf breeding materials are being evaluated throughout North
America, North Africa, and in many other parts of the world. The implica-
tions of Pakistan and India moving toward self-sufficiency in wheat pro-
duction are very great, as these two countries have accounted for nearly
1/3 of total grain imports by the developing countries in recent years.

Significant efforts are also underway to increase wheat production in some
of the traditional wheat exporting countries as well. Increasing acreage

in Australia, and efforts in Argentina to increase both total acreage and per
acre yields, can have important effects on world wheat supplies in the
decade ahead.

Increasing Competition for Markets

The pattern of success in introducing a new wheat production technology
into Pakistan and India, with dramatically increased per acre yields, has
the potential for markedly changing world wheat production and distribution
patterns. Similar changes are also being achieved in some Asian countries
through the use of new short straw fertilizer-responsive varieties of rice.
These wheat and rice varieties show major promise in helping to keep world
food supplies and rapidly increasing population growth in balance in the
years immediately ahead.

These recent developments suggest the following to me:

1. Current world wheat production prospects, and the potential
likely in the next several years, clearly indicate there will
be increasing competition for access to commercial grain
markets. The ability to supply wheats with desired milling
and baking qualities will continue to be vital in marketing.

2. Continued efforts by the railroad industry to provide more
efficient and economical transportation for grains will be of
increasing importance, as North American wheat enters a
decade of greater competition.

3. New research developments, such as attempts to develop
higher yielding hybrid wheat varieties, have the potential
for increasing wheat production efficiency in North America,
thus helping to meet increasing world-wide competition,



Private Industry Contributes to Agriculture

There has been growing investment and involvement of private industry in
agricultural research and development,

The chemical and fertilizer industries are making an increasingly important
contribution to agricultural productivity through the development and
efficient merchandising of fertilizer and disease, insect, and weed control
chemicals.

The commercial seed industry continues to play a vital role in the develop-
ment of superior corn hybrids through research. The rise of hybrid grain
sorghum to a major commercial crop was greatly speeded through research
investments by the seed trade, and the recent development of forage hybrids
(crosses between Sudangrass and sorghum), which hold substantial future
promise, has come from seed industry research which now approximates
$10,000,000 annually.

The farm implement industry invests between 200 and 300 million dollars in
research and engineering costs each year to develop machinery, which
permits more timely and efficient land preparation, seeding and harvesting
operations.

Substantial investments in improved equipment by the railroad industry have
speeded the distribution of agricultural products at reduced cost. A revolu-
tion in the development and use of equipment by railroads serving the Upper
Midwest has already occurred. During 1966 four lines serving this grain
producing area took delivery or placed orders for 2,600 high capacity
covered hopper cars. Each car cost an average of $18,000 for a total in-
vestment of 47 million dollars. The unit train, an entire train transporting
a single commodity, is now providing more rapid service at substantially
reduced cost. Single cars formerly took up to 20 days for the round trip
from the Head of the Lakes to eastern destinations - unit trains complete
the round trip in about 7 days.

Canadian railroads can take pride in their record of moving more than
800,000,000 bushels of grain during a recent crop year, despite a shortage
of diesel locomotives which forced leasing of some units from the United
States, and during the most severe winter on record.

A New Resource Being Committed to Wheat Improvement - The Commercial
Seed Industry

Hybrid wheat has received a great deal of publicity during the past several
years. Although production of hybrid wheat on any substantial commercial
acreage is still about 4 to 5 years away, the genetic discovery which

permitted scientists to begin efforts to develop hybrid wheat varieties has



several important aspects. The development of economically useful hybrids
would increase wheat yields at least 25-30% per acre. Farmers would need
to purchase hybrid seed each spring, as is now true in the case of corn and
sorghum. It could also mean greatly increased economic activity in the
production, marketing and distribution of hybrid seed for a potential market
of 80-100 million acres seeded to wheat in the United States and Canada.

The potential of a market of this size has been a great stimulus, causing a
substantial number of seed companies to begin wheat research activities for
the first time. Currently DeKalb, Funk Bros., Rudy-Patrick Seed Division
of W. R. Grace & Company, Northrup, King & Co., and others have hybrid
wheat research programs underway, as do universities and agricultural
experiment stations in the United States and Canada. Only recently
Cargill, Inc., one of the world's major grain trading companies, has
initiated a hybrid wheat research effort.

A substantial wheat research effort by the seed industry is new and desirable.
The hybrid mechanism provides a means by which research investments by
industry can be recovered through seed sales. The successful development
of commercial hybrids, not yet achieved, will make continuing investments
in wheat research attractive to industry.

The Crop Quality Council has had a long history of encouraging additional
investment of state and federal funds in wheat research, so we look upon

the participation of private industry as a desirable addition to the effort.

We have encouraged seed industry participation in wheat research by spon-
soring the first Hybrid Wheat Seminar in 1964 to encourage communication
and cooperation among industry, state and federal wheat scientists throughout
North America. Our sponsorship last January of a working conference,

"Wheat Development Opportunities in the Decade Ahead" is part of this
continuing effort.

Council Efforts to Encourage Crop Production

The Crop Quality Council looks at grain and wheat production from both a
short and long-run viewpoint. Our extensive crop survey trips, from Texas
northward to North Dakota and across the Canadian Prairie Provinces,
generate current information on grain crop potentials. This timely infor-
mation, supplemented by continuing contact with key grain research programs
throughout North America, provides a long-range view of research or crop
protection areas which require strengthening.

Many in this group will recall the devastating reductions in wheat production
caused by stem rust attacks in the Upper Midwest and Canada during the
early 1950's. Heavy losses in income were sustained by crop producers,
grain loadings were reduced, and implement sales declined.



Out of the need to quickly develop new rust resistant wheat varieties

evolved the Council-sponsored winter seed increase program in Mexico.

This provides U. S. and Canadian scientists with an opportunity to reduce
the 12-15 years required to develop a new spring wheat, durum, barley or

oat variety. It extends the hands of the plant scientists by permitting a
second crop of their breeding materials to be grown in Mexico each winter,
thus speeding the release of new varieties. Within the last 10 days breeding
lines from the Mexican harvest were returned to scientists at Upper Midwest
and Canada experiment stations. This cooperative international program has
played an important role in speeding development and release of an impressive
number of new grain varieties.

Another important step in strengthening stem rust control efforts will be taken
when construction of a new $650,000 research facility for the Cooperative
Rust Laboratory gets underway later this year on the St. Paul Campus of the
University of Minnesota. This national research group has responsibility for
detecting and identifying dangerous new races of both wheat and oat stem
rust, so that plant breeding programs can develop varieties with resistance
to them.

The cereal leaf beetle, a destructive foreign insect pest, was first found in
North America in 1962 in southern Michigan and northern Indiana. The Council
has maintained close association with cereal leaf beetle control efforts
because of the potential for heavy damage which this insect could cause to
spring seeded wheat, oats and barley in major producing areas of the United
States and Canada. Extensive efforts have been made by pest control
officials to prevent the westward spread of this pest into principal small
grain producing regions and to provide time for scientists to develop insect
resistant varieties. Nearly 2 million acres were sprayed during 1966 and
1967 as part of this effort, and 420,000 acres will be treated in eastern
Illinois this spring.

It is appropriate to mention that continuing efforts are being made by the
Council to have plant quarantine activities strengthened to prevent the intro-
duction of other destructive foreign pests. Opening of the St. Lawrence
Seaway in 1959 exposed major North American crop producing areas, and
concentrated grain storage facilities, to the threat of dangerous foreign pests
when more than 1,000 ships entered the Seaway from 43 foreign countries.
The substantial expenditures required to prevent the introduction of a new
pest are sound investments when viewed against resulting reductions in crop
production and eventual control costs.

The job of maintaining North America's agricultural productive capacity is
of vital importance to producers, industry and the general economy. It is
for this reason that the Crop Quality Council works to strengthen crop
research and pest control programs.



Mr. I.P.M. Cargill May 17, 1968
~Gregory-Vetaw-andéd Robert Picciotto

INDIA - Lending for Agriculture
1. This note is complementary to Mr. Wapenhans' memorandum to Files

dated March 25, 1968. It proposes a program of staff activity designed
to increase the level of IDA lending for agricultural development in

India. It assumes that current input financing may be provided by IDA
in connection with high priority projects. If implemented, we estimate

that the program could lead to about $400 million worth of external finan-

cing support for agriculture between now and mid«1972. You will recall
that $260 million has been included under the heading of agriculture and
irrigation in our five-year forecast of IDA operations. The balance of
$140 million (if our project expectations materialize) might come from
allocations now proposed for other activities (e.g. railways)--or,
alternatively, from parallel financing by interested consortium members.

A. THE NEED FOR MORE PROJECTS

2. In many ways, the present task of building uwp a pipeline of pro-
jects in India's agricultural sector differs from the job which faced the
Bank in the early sixties when our "first generation" of agricultural
projects was conceived. This was a felicitous time from the standpoint
of IDA resources. The Bank had not yet built the diverse staff strength
and competence it now enjoys in the agricultural field. PFurthermore,
the country's absorptive capacity #8r Bank-type investments in agricul-
ture was low as a result of amisguided Government policy and the lack of
appropriate economic incentives for progressive farming. These elements,
and the haste with which thetprojects were prepared, explain the "eivil

" orientation of our assistance. The irrigation and drainage
projects to which the Bank and IDA provided about $78 million worth of
support had all the reassuring attributes of capital-intensive projects.
They were implemented by irrigation departments rather than by the de~
partments of agriculture which, in most Indian States, have major
responsibility for agricultural programs.

3. India has 35 percent of the farmers and L0 percent of the cul-
tivated area of IDA's less developed country membership. Agriculture
originates half of India's domestic product, 70 percent of 1%1-
ment and three-fourths of its exports. By contrast, direct

lending for agriculture in India amounts to 7 percent of the Bank Group's
worldwide agricultural lending and to L percent of its total lending to
India (Table 1). However, this understates the benefits which the rural
sector has actually derived from Bank Group lending. Through the indus-
trial imports program, manufacturers of fertilizer, pumps and tractors
have secured supplies which are essential to meet a growing farmers'
demand for modern inputs. Through the transportation loans and credits,



-2.

elements of a basic railway and road infrastructure have been built and
this is facilitating the growth of market-oriented farming. Finally,
the Bank Group's assistance to the power sector has helped to meet a
growing tubewell energy demand upon which much of the country's modern
irrigated farming activity depends. Thus, given the importance of none
project aid in our Indian program (and the difficulty of tracing the
benefits of such aid), the case for IDA's increased project involvement
in Indian agriculture camnot rest on the apparent imbalance which emerges
from a cursory review of the Bank Group's lending portfolio.

k. Similarly, the capital and foreign exchange req ts of
India's agricultural sector are of such staggering size (Table 2)
and IDA's resources are, by comparison, so small and (at this stage) so
uncertain, that a case based on "need," while valid, is rather unhelpful
for charting an investment course. Such a case would merely amount to
"siding with the angels," a position which IDA already holds in the
Indian consortium.

s. This does néd detract, however, from the crucial role that IDA
should play as Chairman of the consortium (and as direct lender) in
helping ensure that the foreign exchange bottlemeck does not become
crippling to India's New Agricultmmal Strategy. Indeed, circumstances
are such as to justify IDA's undertaking of fertiliszer finanecing if
only because fertilizer constitutes the major identifiable foreign ex-
change component of total project cost, and there are substantiasl
economies to be achieved in world-wide procurement of this commodity.
On the other hand because of the overwhelming role of domestic resource
mobilization in agricultural projects, the foreign exchange content of
alternative investment opportunities should not be allowed to dominate
our project design strategy.

6. The case for more agricultural projects in India essentially
rests on the need to induce or accelerate change in domestic resource
allocation, administration and attitudes within the sector. Past GOI
policy (pre-1965) was unfortunately characterized by low resource allo-
cation and ambitious production targets for agriculture., Fortunately,
the high priority of the sector is now being translated into m?ud
availability of modern imputs to the progressive farming sector.

1/ An estimate for annual foreign exchange outlays of $400 « $450 million,
(including $310 million for fertilizers) would be roughly consistent
with the Draft Fourth Plan Outline. Capital requirements have been
estimated at $1,400 million a year by the U.S, President's Science
Advisory Committee.

2/ The following documents @t forth the main elements of India‘'s new
agricultural policy: Report to the President of IBRD and IDA on

India's Economic Devel umes ’ P
1955, Todan Yeonoalc Follcy and Tho Pourth Five Tear an, Volime

1I, f‘f - . ec c 3, 1967,
and April 25, 1968, review the recent progress of this policy.
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But sustained progress will require not only increased resource alloca-
tion to the sector, but also 2 closer dependence of the current input,
institutional and infrastructure requirements of Indian agriculture

in the water field) as well as more emphasis on specific
schemes to guide the resource allocation process. In our parlance, this
means more projects.

Ts Recognition of the need for more and better IDA projects in
Indian agriculture is of course not new. The two agricultural projects
now in the pipeline (Tarai Seeds and Punjab/Haryana Drainage) are the
results of considerable efforts over the past four years by the Projects
Department and our Division. Together, these two projects may account
for about $30 million worth of lending., However, their importance
reaches far beyond their size or their direct production merits. The
Tarai project would strengthen a crucial component of the New Agricul-
tural Strategy--seed. The Punjab/Haryana project would integrate ground-
water utilization and surface system improvements--particularly weak
spots of current agricultural programs. Both projects experimentiwithi:
administrati® concepts which are relatively new to the sector. Taral
would be managed by an autonomous corporate entity grouping farmers, a
land-grant type college, and input distributdon firms in the public and
private sectors. The Punjab/Haryana project would provide expatriate
consulting talent for an investment-oriented irrigation study in two
states.

8. Thus, the unfortunate characteristic of our agricultural project
pipeline contents is not so much quality as quantity. This partly re-
flects IDA's financial straits. However, given the IDA's favorable
analyss of the Government's New Agricultural Strategy, this void also
stands as a mute testimony of the administrative obstacles which must
be surmounted to translate an assessment of economic priorities into an
investment program. Among these obstacles, we may count the wmwritten
rules which seem to have governed our project design activity in India.
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B, PREREQUISITES FOR PROGRAM SUCCESS

9. GOI's strategy in the aid game aims at maximizing the flow of non-
project assistance from IDA both because of the special quality of IDA
money and because of the delays commonly associated with project finance.
Central to the strategy is the assumed inelasticity of total IDA assistance
in relation to the project latitude given to IDA.l The game then consists
in putting up relatively few agricultural projects for finance. Further-
more, even the few projects which are put up include non-project aid
features. This strategy is effectively supported by strict rationing of
information on alternative investment opportunities and by obstruction of
other Indian players' entry into the game. This is ensured through an
allocation system of Central funds which leaves no incentive to individual
States to go through the rigors (the Indians often use the term 'agony')
of projeet preparation.2 The game is nearly over and susccessful, from the
standpoint of the GOI player, when the focus of the project debate can be
shifted from basic sectoral issues to IDA's own procedures, e.g. the
channel for lending, current input financing, procurement policy, etec.

10. The behavior of the IDA player is more difficult to pinpoint since

we run a much less disciplined team than GOI and also because we play the
game in GOI's field, with teams originating from various divisions, depart-
ments and sections of the Bank and FAO. One result of IDA's approach to the
game has been the growing dichotomy between its sectoral work and its project
work,

11. The following assumptions underlie the proposed program of staff
activity in the agricultural sector:

(a) BSubstantial support would be forthcoming from the Central
and State Governments in all phases of IDA's project design
work}

(b) Adequate headquarters support and leadership (involving the
active participation of most sections of the Agricultural
Division) would be provided during project design;

(e¢) Project idemtification activities (the initial stage of
project design) would be closely coordinated with IDA's
economic reporting work;

(d) Substantial utilization of the FAO/Bank Program, UNDP and
Consultants would be made, particularly at the post-
identification stage;

thil assumption is especially convineing in the short-run. Hence, under
conditions of aid uncertainty, it tends to dominate GOI's behavior.

2§00 or Bank staff are sometimes used to substitute for the resulting loss
in State participation.
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12, Assumption (a) is likely to obtain only if GOI is told in no uncertain
terms that IDA plans to invest a minimum proportion(or amount) of its avail-
able funds in suitable agrisultural projects identified by IDA. IDA should
also make ¢lear that while, under present operational assumptions concerning
IDA replenishment, this would mean $260 million worth of agricultural
lending over the next five years, higher allocations to the sector would be
favored if enough opportunities for suitable investment are developed. GOI
should be further informed that IDA proposes to intensify its contacts with
individual States during its project work. For this purpose, working groups
comprising GOI as well as State officials would be organized to support
IDA/FAO project design efforts.

13.  Assumption (b) implies that Hiis will receive adequate priority in the
working program of the Agriculture Division. A rather large portion of the
manpower requirements which the Division would have to meet would be for
pre-appraisal activities. This is due not only to an empty projeect pipeline
but also to the overwhelming importance of coordinated project design in a
gountry so vast and complex as India. Indeed, because of IDA's special
interest and stake in Indian agriculture, the establishment of a eoordinating
"task forece" within the Division would be desirable. In any case, a full
year's program of pre-appraisal activities should be agreed with the Division
as soon as possible.

1,  Assumption (c¢) is related to the notion that, given the substantial
effort already invested by IDA in agricultural policy assessment, consortium
reporting in agriculture should increasingly focus on a review of the country's
investment program and on the identification of areas and actions deserving
special support within these programs. In this comnection, it might be
appropriate to inform consortium members about IDA's plans to become involved
in agricultural project formulation on its own behalf, and (as required) on
behalf of other consortium members. Given existing staff limits in the New
Delhi Office, such a role largely hinges on whether (as assumed above) ade-
quate headquarters staff support is made available. Alternatively, the New
Delhi Office tasks and its staff could be suitably expanded to cover project
design activities.

15,  Assumption (d) is prompted by past agricultural project experience
in India which suggests that unless Bank staff is intimastely invelved in
initial stages of project design, subsequent efforts run the risk of being
counter-productive., Hence, the role of FAO/Bank, UNDP and consultants has
been deliberately geared to 'second stage' design asctivities.
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IBRD

Agriculture
Industry & mining
Transport

Public utilities

Total IBRD

IDA
Agriculture
Industry
Transport
Public utilities

Total IDA

Total Agriculture

Total IBRD & IDA

Table 1.
INDIA - AGRICULTURE
IBRD Loans And IDA Credits
Original Principal
Principal Amounts
Amnount Disbursed
No, § Million % $ Million %

L 10,0 » 0.9 T2 Q.7
1L L08,5 38.L 295,7 34.3
13 L1L8.6 2.1 LL1.0 51.2

8 198.0  18.6 118,7  13.8
36 1,065.1 100.0 862.6 100.0

7 67.5 7.5 57.0 6.9

L 415.0 L6.1 392,1 L7.5

5 275.5 30.6 252.4 30,5
6 143.0 15.8 12L.L ;

22 901.0 100.0 825.9 100.0

8 77.5 3.9 6l.2 3.8
58  1,966.1  100,0 1,688.5  100,0




Fertilizer
Nitrogen
Phosphate
Potash

Pesticides
Esgctors
Crawler Tractors

Wheel Tractors
Power Tillers

Major Irrigation

Minor Irrigation

Other Uses

Total

INDIA - AGRICULTURE

Estimated Foreign Exchange Requirements;/

($ Million)

Table 2

Total 1968/69 1969/70 1970/71 . 1971/72 19?2/73

985 234, -~ 228 198 175 150
326 L7 57 yn N N
203 29 36 16 1.6 16
1,51 310 321 318 295 270
199 39 L0 Lo L0 LO
59 23 12 8 8 ‘8
110 27 23 20 20 20
118 16 21 27 27 27
287 %5 ) 55 S 55
2302/ L6 L6 Lé L6 L6
19 6 L 3 3 3
652/ 13 13 13 a3 a3
220 Mo Mo M5l ke

1/ Based on Appendix 1V, VoI, IT (Agricultural Policy in India) of the Bell
Mission Report - Indian Economic Policy and the Fourth Five Year Plan,

Asia Department,

1970/71 have been carried through the following two years, except for
nitrogen where a gradual decline after 1970/71 is assumed.
prico assumptions have been adjusted downwards to take account of recent

price movenments,

2/ Fourth Plan Outline assamption.

May 23, 1967.

As a rough approximation, the requirements of

The fertilizer



8.

9.
10.
11,
12,
13.
1L,

N.B,

Table 3

Page 1
INDIA - AGRICULTURE
Indicative Projection of IDA Commitments
(3 Million)
1968/69  1969/70  1970/71  1971/72 1972/73 Total
Seed project 1/ 16 o 16
Punjab/Haryana 12/ 1 1l
Fertilizer program3/ 60 60
Credit projectk/ 60 - 60
Seed project IIé/ 20 el
Punjab Haryana IIé/ 30 30
Sone/Shetrunji/ . 35 35
Salandi/PurnaZ/
Krishna Godavariﬁ/ 25 25
Cauverygf 15 15
Grain storagetd/ 30 30
Punjab/Haryana IIILY/ 35 35
Export crop developmentlgf 30 30
Livestock developmentiﬂ/ 25 25
Agricultural universitiesi/ _— . 15 15
Total 0 6 mo  18 105 Mo

This list is for illustrative purposes only.
could be added and the amounts indicated should be viewed as rough orders of

magnitude,

Many items could be deleted, others

(Footnotes on next page)



Table 3
Page 2

=

Footnotes to Tablse 3

1/ The project cost is estimated at $27 million in the application (of
which $18 million is classified as investment).

2/ The project cost including the study is estimated at $21 million
(appraisal mission's back-to-office report).

2/ A revolving fund scheme to provide fertilizer credit to farmers in
selected Indian states through input”dealers, commercial banks and
other private entities. According to the Fertilizer Association
Credit Committee, US $50-60 million would represent one fifth of the
fertilizer credit requirements of farmers to be met in 1969-70 by sources
other than co-ops. The IDA scheme would concentrate on 3-L states where
there 1s substantial potential for growth and co-ops are weak, e.g.
Maharashtra, Andhra Pradesh and Orissa,

A/ A scheme to provide medium and long term credit to farmers of selected
Indian states for groundwater development and mechanization., The scheme
-would also provide for groundwater surveys, power transmission facilities
and contractors! credit, The borrower would be the Agricultural Refinance
Corporation., The funds would be channelled through selected Land-Mort-
gage Banks and commercial banks., The following states, where Land
Mortgage Banks are already active, would be covered by the scheme:

Andhra Pradesh, Madras, Maharashtra, Gujarat and Mysore,

5/ A $30 million project for development of 50,000 acres of seed production
land in selected areas of Punjab, Maharashtra, Madras and Andnra Pradesh,
The project would include provision for seed processing facilities and
support of related research activities,

é/ A $L5 million groundwater development project to finance approximately
20,000 private tubewells in Punjab and Haryana over a four year period.
This would benefit approximately 300,000 acres, at a cost of US $150
per acre, :

Z/ One or more "follow-up" projects designed to strengthen agricultural develop-
ment programs within the command areas of existing IDA-financed schemes,

8/ This amount is based on a preliminary cost estimate of $38 million
for a drainaze and flood control project prepared by the Andhra Pradesh
PWO department for the Kolleru basin and adjoining areas of the Krishna-
Godavari delta, DMore detailed studies are likely to be required to
make economic use of existing infrastructure and available groundwater.

(continued on next page)



Footnotes to Table 3

Table 3

Page 3
w R -

L

10/

11/

12/

13/
1/

This amount is based on a preliminary cost estimate of $23 million
for a scheme prepared by a Madras Government official., A UNDP
survey is proposed for the area. Additional studies to integrate
surface water system rehabilitation with groundwater utilization
are likely to be required.

A project designed to increase grain storage capacity in selected
surplus areas 10.6-0.7 million tons of storage at $100 a ton),

An integrated surface water system rehabilitation-cum-groundwater
development project in Punjab and Haryana covering 600,000 acres at
a cost of $100 per acre.

Support of export-oriented crop production programs (jute, tea, oil-
seeds, tobacco, etc.)., This might include plantation schemes or small
holder development projects,

Support of dairy and poultry schemes,

Support of research, extension and education programs of selected
agricultural universities,



Table L

INDIA - AGRICULTURE

Tentative Program of Activities and Related Manpower Requirementsy

Mission Expected Man-Months# Suggested
Type Period A AR B FA Total Sources

Fourth Plan Review - SA riculture Economic  Oct-Dec.'68 12 L L 20 . PE,I
Consortium Rsporting; Economic 1969 L I P
Consortium Raporting_; Beonomic 1970 6 L 10 PE,I
Consortium Reportingg/ Economic 1971 L I P
Consortium Reporting / Economic 1972 6 In 10 PE,I
Consortium Reportingz Economic 1973 L L P
Fertilizer Program - State Plan Review PP Sep.-Dec.'68 6 6 12 PE
Fertilizer Program - Organization2/ PP Jan, -Mar., '69 3 6 9 F,PC,PE
Fertilizer ProgramS/ PA Mar,-Jun. '69 3 3 3 9 PE
Credit Project PI Jan,-Mar.'69 1 L 1 1 L Ps,PC or Ec
Credit Projectd/ PP Mar. '69-Mar, ' 70 3 04 b 3 BN PC,Ec,FB
Credit Projectd/ PA Mar,-Jun,'70 3 3 3 9 PC
Seed Project II PI Jan.-Jun, '69 1 1 PG
Sesd Project 11%./ PP Jan.-Jun.'70 3 5 A 3 12 PG, FB
Seed Project II2 PA Oct.-Dec.'70 3 X 2 2 10 PG
Punjab-Haryana 112/ PP Jan.-Feb, 70 A R 3 PI,PS
Punjab-Haryana 112/ PA Mar,-Jun. 70 3y 3 3 9 P1
Sone/Shetrunji/Salandi/Purna%/ l/ PI Jan.-Feb, 169 L b L 12 PI,D,Ec
Sone/Shetrunji/Salandi/Purnag/_ PP Jun, '69-Jun, ' 71 L8 2L 2k 96 CorU
Sone/Shetrunji/Salandi/Purna2/ PA Jun.-Aug. '71 b L L L 16 P
Krishna Godavaril/ PI Jan.-Mar. '69 T 1 X 3 D,PS,PI
Krishna Godavari2/ PP Jun, '69-Jun, ' 71 Lo 24 24 96 Corv
Krishna Godavari PA Jun.-Aug. '71 3 3 3 9 P
Cauvery2/ PI Jan,-Mar., 169 1. 4 1 3 PS,PI
Cauveryl/ PI Sep.-Dec.'70 i, X 1 3 PS,PI
Cauvery. PP Jan.-Jun.'71 6 6 6 18 PI1,C,FB
Cauvery>/ PA Jun,-Aug.'71 3 3 3 9 P1
Grain Storaged/ PI Jun, -Jul. '69 T, 9 i 3 PS,PG
Grain Starag&g/ PP Jan,'70-Dec.'71 2L 2k 2k 72 c,U
Grain Storaged/ PA Mar.'71-Jun.'71l 3 3 3 9 PG
Pun jab-Haryana IIL§/ PI Jan ,-Mar.'71 ] I i 3 PS,PI
Punjab-Haryana ITI2 PA Mar.-Jun.'72 3 3 3 9 PI
Bxport Crop Development PI Jan.-Jun, '69 3 3 6 PE,Sc or FB
Export Crop Developments’ PP Mar.'71-Mar.'72 L b L 12 PG,FB
Export Crop Development2/ PA Jul.-Sep.'72 3 3 3 9 PG,PC
Livestock Development PI Jun,-Dec.'69 3 3 6 PC,FB
Livestock Devel opmentg/ PP Mar,'71-Mar.'72 b L I 12 PC,FB
Livestock DevelopmentZ PA Jul.-Sep.'72 3 3 3 9 PC
Agricultural Universities PI Jan.-Mar. 170 % 3 36/ 9 £,PE,UE
Agricultural Universities2/ PP Jul.'71-Jul, '72 b L L 12 E,UZ
Agricultural Universitiess/ PA  Jul.'72-Sep.'72 ¥ 3 3 9 B

Total: 23, 187 12k L9 59k

Of which: (Consultants and UNDP 121 71 72 - 26k

(
(Bank and FAO/Bank 113 116 52 L9 330

_17 This does not include supervision activities except those likely to lead to new appraisal activity. It
excludes manpower resources already committed. It also excludes supporting field and headquarters staff
requirements (e.g., Delhi Office, India Division, etc.).

2/ A mission to review the progress of a study.

3/ A "reappraisal" mission.

Ti/ A mission to establish terms of reference for a study.

T/ Scope and timing dependent on the results of a prior mission.

G/ Education specialist.

# On the basis of 10 working man-months per man-year.

Nomenclatures

4  Agriculturist E Projects Depart. - PS Studies Section PI Project Identification
AZ Agricultural Economist Educ. Division PC Credit/Livestock Section PP Project Preparation
E  Engineer F IFC PG Gen. Agriculture Section PA Project Appraisal
FA Financial Analyst or P Projects Depart. - U UNDP Program PS Project Supervision
Credit Specialist Agri. Division UE UNESCO
Ec Economics Depart. FB FAO/IBRD Program
PE Economic Section C Consultant

PI Irrigation Section



May 9, 1968

Mr, Jo Eo Kivlin
US-AID/TS
APO NY 09687

Dear Mr, Kivling

Thank you very much for the book on agricultural
innovations which I received and read with a great deal of
interest. I have also passed it on to several of my colleagues
who are interested in the development of Indian agriculture.
They found it, as I did, a very significant study which tries
to mthcori some facts where generally we have only suppositions
and es.

We are also bringing this book to the attention of
Mr. Ladejinsky at our Delhi office who is particularly
interested in social aspects of agricultural development.

Please remember me to Dr. Roy and his wife, and once again

many thanks for the book.
Sini?,
m.l.lnllm

Asia Department

cc: Mr. Ladejinsky™

% Please take note of the title, "Agricultural Innovations
in Indian Villages", authored by F. C. Fliegel, P. Roy,
Lalit Sen and J. E. Kivlin, and published by the National
Institute of Community Development, Hyderabad.

/03
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Mr. Robert Picciotto May 9, 1968

Gregory B. Votaw
INDIA - Agricultural Research

) 1N Attached please find two papers by leonard Joy of the Institute
of Development Studies at the University of Sussex. One is on "Problems
of Agricultural Administration and Extension Services" and the other "The
Economics of Food Production.” You may dispose of these papers as you
wish.

2. Joy was not at the University of Sussex during my visit, since he
was setting up a research study in West Bengal. From what I heard I
think you will be interested in contacting him and in keeping track of
the West Bengal project.

3. I spent a good deal of time with Michael Lipton when I was in
Sussex. His reaearch has been primarlly in Maharashtra. I am trying to
get hold of a book he published recently on the evaluation of development
programs and will let you know if it appears to be worth reading after
I have loeltéd it. From my conversations, which were inevitably limited
by the short time available, I gained a very good impression of Lipton
and would like to see him more closely involved with the Bank's interest
in Indian agriculture. I have nothing specific in mind just now but
would urge you to seek a chance to meet him either in England or in
India. He is still very young but if his early achievements are any
indication he has a very brilliant career ahead of him. Three of his
papers are attached for your entertainment; I would like them back when
you have finished.

Attachments
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FROM:

SUBJECT:
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR ‘ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
Files DATE: May 8, 1968

R. Picciotto‘/%

INDIA - Agricultural Innovation

[ The importance of sociological factors in the formulation of
Indian agricultural policy has long been a matter for debate, With
the launching of the new agricultural strategy in 1965, the debate
has largely been confined to the academic field. A recent book on
the above subject put out by the National Institute of Community
Development (Hyderabad) is an unusually competent contribution to
the discussion.

24 The study examines the diffusion process whereby modern agri=-
cultural practices are conveyed to the farmer in India, It is part

of a larger study which also covers Brazil and Nigeria., The village is
taken as unit of analysis, i.e. the factors which promote improved pro=-
duction methods are analyzed and compared village by village. A follow-
up study (which might throw light on the big VS small farmer controversy)
will use the individual cultivating family as the unit of analysis.

3. Unfortunately, the study does not include the wheat growing areas
of the North of India where modern agriculture seems to have taken hold.
It is based on data from 108 villages located in selected blocks of Andhra
Pradesh, Maharashtra and W, Bengal.

e The book includes many eye-opening and sometimes surprising
correlations. But, in my view, the major finding is that there is no
significant difference in the success or failure of agricultural programs
as a result of the intensity of Government administrative effort, e.g.
under the "package" program., JSimilarly, the study concludes that exten-
sion agents with more formal education are only slightly more successful
than agents with less, and that the amount of in-service training in
agriculture is only slightly and sometimes inconsistently related to
agricultural progress. The study also finds that the amount of fertilizer
distributed in a village cannot be taken as index of efficiency of the
extension effort since this amount is generally at the ceiling of the
available supply. I hope that the sophisticated correlations presented
in the book will help convince some of the "community development" die-
hards still to be found in India and abroad, that availability of modern
inputs (including water and power) rather than exhortation, is what the
Indian farmer needs to raise his output.

RPicciotto:pop
cc: Messrs. Gilmartin/Ladejinsky

Votaw/Neuner
Wapenhans/Takahashi
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My, Gregory B, Votaw
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Prepared for: Visitors Center Not for Quotation
American Embassy or Attribution
New Delhi

Background Memorandum

PROSPECTS FOR INDIAN AGRICULTURE

October 30, 1967

In India, after two years of severe drought, prospects for a record
grain harvest are excellent. With normal weather from now until the
winter crop is harvested in March production may exceed 95 million
tons in comparison to 75 million tons last year,

A major factor in this record production has been an excellent monsoon,
Rainfall has been plentiful, widespread and well-timed,

But even more important for the longer haul, this year's bumper harvest
reflects the first stages of a revolution in Indian agriculture based on
improved seeds, expanded credit, the increased use of fertilizer and
pesticides, and better management of irrigation water. :

Three or four years ago only a handful of wishful thinkers would have
suggested the possibility of India becoming self-sufficient in foodgrains
in the foreseeable future. Now there is some basis for hope that, with
good rains and the continuing expansion of the present program, this
goal may be reached by the early 1970's.

Let us consider the background behind this development. First for the
basic logisticss

I, LOGISTICS OF INDIAN AGRICULTURE

At present India has some 368 million acres under cultivation which
amounts to approximately 45 per cent of the total land area {only 14 per
cent of the land area is cultivated in China).



Twenty-three per cent of the Indian cultivated acreage is planted in
rice, 8 per cent in wheat, 28 per cent in coarse grains, 16 per cent

in pulses, 2 per cent in sugar cane, 5 per cent in cotton, one per cent
in jute, less than one per cent in tea, 16 per cent in oil seeds and
miscellaneous crops.

When the British left in 1847, India had 45 million acres or 15 per cent
of its cultivated land under irrigation, In the last 20 years this area
has grown to 85 million acres with plans for an increase to 111 million
by the early 1970's, During the current crop year (&pril 1967 to April
1968) India expects to produce about 41 million tons of rice, 15 million
tons of wheat, 27 million tons of coarse grains and 12 million tons of
pulses,

II. LAGGING FOOD PRODUCTION IN THE 1950's

The story behind the current progress begins in the 1950's, From 1950
to 1981 Indian food grain production increased by roughly 37 per cent
while the increase in population was 21,5 per cent. Consequently the
daily diet of the average Indian had gradually increased from 1,700
calories to 2,000 calories. '

These production increases were made possible not so much by im=-
provements in agricultural techniques but rather because (1) more land
was opened up for cultivation, and (2) double cropping in some areas
was made possible by the new multi-purpose dams and by additional
wells. Output per acre showed but little change.

By the early 1960's the possibility of further extending cultivated
acreage had been greatly reduced. The new hybrid seed varieties

were not yet available and prices were too low to encourage cultivators
to increase their investment in fertilizer and pesticides. Consequently
output per acre remained low and foodgrain production leveled off at
about 80 millicn tons annually. In 1963, much of the 200,000 tons of
fertilizer (nitrogen) produced in India backed up in the warehouses be-
cause of the lack of demand,



Then came an unexpected breakthrcugh. In 1964 even with an 89
million ton bumper crop, prices rose sharply due to two poor harvests
in the preceding years and an increase in deficit financing. Conse-
quently, for the first time since independence Indian cultivators began
to receive a significant increase in their incomes. The two severe
droughts in 1965 and 1966 raised prices still further,

Although experience the world over has demonstrated that increased
-prices-to-farmers invariably leads to increased production, few foresaw
the vigor with-which-Indian farmers would respond. Traditionally
cautious, conservative, scemingly indifferent to new methods and
techniques, millions of cultivators snddenly came to life,

Demand for fertilizer and pesticides rose by leaps and bounds, New
seeds were eagerly sought after, Measures to improve storage facilities
and cut down on the rat population were welcomed,

Although the immediate explanation of this revolution in attitudes lies
in increased income cpportunities for the cultivators, other and less
dramatic factors were also involved.

One was the technical assistance rendered by USAID and the Ford and
Rockefeller Foundations, Another is the community development program
which now extends throughout India,

The latter program, which was launched in 1952 , divided rural India into
5,000 "blocks" with roughly 100 villages in each block. Each Block
Development Officer has & stail consisiing of experts in agriculture,
‘public-health (including malaria control), family planning, education and
the like, .

Although this program was designed as a broad effort to help introduce
modern ways into the rural areas, inevitably its major focus was on
increased agricultural production, There is no doubt that this nation-
wide network of extension workers, under the guidance of dedicated
young District and Block Development officials, helped lay the basis

— forthe-present-revolution in rural India,



III., THE GOVERNMENT OF INDIA COMMITS ITSELF

In December 1965 a major decision was made by the Indian Government,
With the support of the Cabinet the then Food and Agriculture Minister,
Mr. C, Subramaniam, announced that India was determined to become
“self-sufficient" in agriculture by 1971, and pledged the Government
to provide the resources required to achieve this goal. Following the
formation of a new Cabinet in March 1967 the present Minister, Mr.
Jagjivan Ram, reaffirmed this commitment.

In keeping with this decision the Union Government of India allocated
Rs, 293 crores ($390 million) in 1966-67 for agriculture programs as
against Rs. 219 crores ($292 million) allocated in 1565-66. In addition
the State Governments allocated Rs, 200 crores ($267 million), With
the Rs, 80 crores ($105.26 million) carried over from projects initiated
the previous year the increase in agricultural investment by the Central
and State Governments is well over 50 per cent,

This increase in agricultural investment is especially noteworthy sinee
it occured at a time when total Government investment was being scaled
down as a result of the general economic slump following the war with
Pakistan, the temporary cut-off of U.S. aid, and the severe droughts of
1965 and 1966. In the next fiscal year a futher substantial increase in
investment has been indicated,

IV. THE SUBSTANCE OF THE NEW PROGRAM

A. Education. For severzl years India's 24 agricultural degree colleges
and a number of specialized institutes sponsored by the Indian Council
of Agricultural Reasearch have been conducting extensive programs of
research and experimentation. These programs which are based less
and less on theory and more and more on the practical realities faced by
cultivators, are now providing India with the tools which are required to
make India self-sufficient in food grains.

In the last ten years, 30,000 young Indians have graduated from Indian
agricultural schools including the eight new agriculture universities set
up with U.S. assistance. These graduates include soil biologists,



agronomists, cnemists, botanists, veterinarians and the like,

B. Fertilizer. The new Government program announced in 1965, called
for a massive expansion of the Indian fertilizer industry and provided
generous incentives for new plant construction, The following steps
have been taken:

(1) Removal of geographic constraintg on fertilizer marketing
and the abolition of the Government's near-monopoly
control over fertilizer distribution.

(2) Decision to allow fertilizer prices to be set by the market
demand. =

(3) Provision of adequate foreign exchange to operate fertilizer
plants at full capacity,

(4) Institution of administrative and procedural ‘changes to ease
-approval and licensing procedures for foreign private invest-
ment in new fertilizer plants.

(5) Provisions of increased credit to farmers regardless of where
they buy their fertilizer,

(6) Abolition of the requirement of government participation in
the ownership of private fertilizer plants,

These steps should make possible a continued fast growth in fertilizer
production. In the present fiscal year 1967-68 (July-JTune) India expects
to produce about 500,000 tons of nitrogen, which is an 80 per cent in-
crease over last year. By 1970-71 plants now actually under construction
are expected to raise India's nitrogen produwtion capacity by another one
million tons to a total of 1.5 million tons ;

Successful conclusion of negotiations now in progress with American,
British, Japanese and Italian interests would provide, if a3 reasonable
percentage of these come through, for the construwction of additional plants
capable of producing another 0,7 million tons of nitrogen, This would
‘assure total capacity of 2.2 million tons by 1972.
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Production of phosphate fertilizers (PZOS) is planned to increase from
260,000 tons in 1967-68 to 550,000 tons in 1971-72,

To fill the fertilizer gap before India's own production can meet its
needs, fertilizer imports have been sharply increased. In the current
year 960,000 tons of nitrogen, 400,000 tons of phosphates and 300,000
tons of potash are being imported by India at a cast of Rs. 150 crores
(US $200 million). This is compared with 376,000 tons of nitrogen,
22,000 tons of phosphates and 94,000 tons of potash only two years
earlier,

Plans for next crop year call for imports of one million tons of nitrogen
and 330,000 tons of phosphates, If India's foreign exchange situation
should permit imports to be further increased the added tonnage would
be quickly absorbed.

C. Seeds. India's traditional grain varieties have been developed over
the centuries by natural selection. Most of those varieties provide slow
developing crops which usually limit the cultivator to one crop per season,

Moreover, most of the traditional plants were long stemmed and tended
to lodge (fall over) when even limited amounts of fertilizer were applied,
Consequently these varieties were unsuitable for the new production
techniques which have been made possible by fertilizer, improved water
supplies and pest control,

In the early 1960's Indian scientists began to realize these shortcomings
and in cooperation with other-governments_and private foundations launched
a massive down to earth effort to develop and introduce seed varieties
suitable to the requirements, As a result India now has improved seeds for
all five major food grains. An important feature of most of these new
varieties is their short growing season. This permits double and even
triple-cropping and consequently is giving a major boost to Indian agri=-
culture,

In the'early 1960's the Indian Government imported 18,000 tons of a
Mexican short-stem variety of wheat (Sonora 64). Experimentation in
Indian research-centers_resulted_in selections specifically adapted to
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Indian soil and weather requirements. These were quickly multiplied
and are now providing almost fantastic yields. One farmer near Delhi
recently harvested in a single crop nearly 3 tons of wheat per acre from
a 2-1/2 acre plot,

Wheat seed of the improved varieties is now available to all Indian
wheat cultivators, Indeed India is now exporting wheat seed to Nepal,

The rice program is not far behind. The most successful seeds are ADT
27, a variety developed in South India, Taichung Native I and Tainan III
from Taiwan, and more recently IR 8 developed at the International Rice
Research Institute in the Philippines. These are all high yielding varieties
that mature in 105 to 135 days in contrast to the 180 days often required
for traditional varieties; their yield is from two to four times greater,

Equally sensational examples could be cited in the production of corn
(maize), milo (jowar), and millets (bajra and ragi). Together these sow=
called coarse grains represent about 25 per cent of India's total grain
and pulse production,

Indian scientists are consistently working, and with good prospects of
success, further to extend such improvements, Although there are many
problems -of taste, disease and insects, the plant breeders are now cone
fident that they can keep ahead of these problems,

Last year India planted a total of 4,8 million acres with these locally
produced, high-yielding seeds. For the current year (1967-68) plans
call for 15 millicn acres. This acreage will be more than doubled by
1971.

D. Irrigation, In British India, most of the irrigation was provided by
artifical lakes and tanks and by canal systems which drew water from

the rivers,

In the early years of Indian independence the major emphasis was
switched to multi-purpose dams which provided both electric power and
irrigation. One of these, the Bhakra Dam in the Punjab completed in 1963,
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is now producing 600,000 kilowatts of electricity and watering some
five million acres.

More recently the emphasis has been shifting to tube wells which
provide water from depths of up to 300 feet, and dug wells which go
down 20 to 40 feet. Most cultivators prefer this well irrigation because
it can be locally maintained and managed, while canal irrigation, which
is controlled by the government, does not always fit local planting
schedules.

The Union and State. Governments of India are now embarked on a major
effort to expand this system of well irrigation. All States now provide
loans to enable the cultivators to dig wells, The cost for a tube well
averages Rs, 8000 (U.S. $1051); for a dug well, Rs, 500 to 1000 (U.S.
$70 to $130).

In Madras State-265,000 wells are now equipped with electric power, In
U.P, more than 100,000 wells were dug in the last two years.

The Gangetic Plain is a particularly fruitful area for such development,
Although it has not yet been fully explored, many experts believe that
it probably contains the largest underground reservior in the world,

Major and medium irrigation schemes are also being expanded while
efforts are made to utilize existing sources more efficiently, Improved
irrigation and drainage practices have the potential of supporting other
modern agricultural practices that can double or even triple yields on
presently irrigated lands.

Although water supplies are not always reliable, roughly 22 per cent of
the arable land in India is now classed as irrigated. The substantial
Increase now planned will, if realized, be a significant move toward
freeing farmers in the better watered and more productive areas from the
uncertainties of the monsoon rains.

V. IMPACT-OF INCREASED.EARM-PRODUCTION-ON INDIA'S ECONOMY

The multiplier effect of increased agricultural production on the economy
of India is dramatic. Let us consider, for instance, what the new agri~
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cultural technology, with adequate water, can mean to a forwardlooking
Indian wheat cultivator,

On his five acres of land he formerly produced an average of 535 pounds
of wheat per acre currently valued at Rs, 650 ($87) or more a ton., By
using the new high-yielding seeds, irrigation, chemical fertilizers and
pesticides this farmer can now increase his yield five times and his

net earnings about six times, From a single crop his comparative budgets
will look like this;

Cost by Traditionalj Cost byNeug
- nlyfe_t_rlods Mgthods
' (in rupees)
1. Plant Protection = 0 30
2, Seeds 50 100
3. Irrigation, capital charges
@ 20% a year gross return 0 300 .
4, Irrigation, operating charges 0 50 -
5. Fertilizer ; 0 1000
6. Labor and bullock power 250 350
300 1830
Yield 1.5 tons 7.5 tons
Total Value Rs. 810 Rs. 4875
Net Earnings Rs, 510 Rs, 304§°
($67.10) ($400,65)

His new tube well enables him to secure a second crop. This will
double his annual net profit to more than Rs. 6100, If there are five
in this cultivator's family their per capita) income will be four times
the present Indian average. Moreover, the cultivator using the new
technology has not only increased the yield for one growing season; he

has also sharply increased the future productivity of his land.

With this increase in income he begins to purchase consumer items
which his family had never been able to afford, -- a sewing machine,
bricks and roofing tiles, a transistor radio, a bicycle, lanterns, shoes,
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cloth, other consumer goods and ultimately a small tractor — many
of them may be produced by new factories in the nearby rural towns.
As the rural consumer markets are further stimulated by increased
demand the impact begins to be felt in far away urban centers and
‘more money is thus invested in additional industrial production.

This agriculture-small rural industry approach to national economic
growth is already responsible for spectacular economic gains in Japan,
Taiwan and South Korea. Now there is reason to hope that the same "
dynamic process is beginning to work in India with its crucially
important one-seventh of the world's population,

VII. PROSPECTS AND PROBLEMS

Although prospects for Indian agriculture are enormously improved in
the last few years with the likelihood of still further improvement,
several important questions remain unanswered:

1. Will a procurement system be maintained which continues to
offer the cultivators the incentives for increaged production which have
. sparked the current surge of new production?

Although consumer food prices are now undoubtedly too high, it is
agreed that a sharp drop would reduce production and slow down the
present process of growth, The problem is to find a proper balance be-
tween prices the non-farm families pay for food and the income the
farmers received for growing it, This will require a determination,
planning, and bold experimgntation,

2. Can a reasonably orderly national foodgrain market be
developed and maintained?

At present food distribution in India is based on a system of State zones,
with shipment of food across State lines permitted only on a Government
account., This program is designed to enable the Government to procure
grains more easily from surplus States. However, inevitably it has
created sharp differences in price between areas only a few miles apart.
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There is now general agreement that with increased production, the
zoning system will at some point become not only unnecessary but an
impediment to full production., However, the Indian Government will

be reluctant to eliminate the zones until it has built up adequate reserve
stocks which will enable it to ship supplies to deficit areas and to
stabilize prices.

-

3. Will the present pace of research be maintained?

The development of new seeds is a sensitive and intricate process. New
varieties must be developed regularly which are pest-resistant, productive
and palatable to the consumers, As new blights develop, these seeds
must be replaced at regular intervals with still newer varieties, Conse=
quently any letdown in the present agricultural research program would be
dangerous.

4, Will storage facilities be adequate?

At present, the Central Government has storage facilities for 3 million
tons of foodgrains with the storage for 2 million additional tons under the
control of cooperatives. Eventually India will require a system of pest-
proof storage go-downs (warehouses) located in all the 315 districts of
India which will cut down transportation problems at harvest time, allow
farmers to maintain reasonable prices and prevent losses by rodents,

5. Will the rate of construction of fertilizer plants be maintained
and expanded? -

The demand for fertilizer in India now greatly exceeds the sharply .
increased supply. In the next few years, the Indian Government will be
hardpressed to meet this growing demand as massive imports cut deeply
into India‘s scarce foreign exchange.

If Indian fertilizer needs are to be met at prices the farmer can pay, present
capacity must be expanded, This will require large amounts of foreign
exchange which can most easily come from the private sector. To induce
this private investment,.India must continue to encourage the investors.
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6. How will increased farm income affect the political stability
of rural areas ?

This is a particularly critical problem which is bound to grow in importance
in coming years.

At the time of Indian independence, many landholders under the old
Zamindari system owned thousands of acres each. India's leaders deserve
credit for eliminating this system and establishing land ownership ceilings,
terms of tenancy, limits on land rents, etc.

Although the results have been impressive, there are still serious dis-
locations in many areas. For instance, 38 per cent of the farm land in
India is owned by 7 per cent of the farmers; 92 per cent of the farmers who
own land own less than 2 acres, and 33 per cent of all the rural people own
no land whatsoever.

At this point a word in regard to the optimum size of agricultural land-
holdings may be in order: Most Americans think of agricultural efficiency
in terms of tractors and similar mechanization. However, the largest out-
puts of foodgrains per acre are achieved not in the United States but in
Japan and Taiwan where the size of farms is limited by law to 7 1/2 and
10 acres respectively.

The main role of mechanization is to save labor by reducing the number
of men required to operate a single farm. It has been said that an Indian
village could live for a week on the wheat that an American or Canadian
harvesting machine leaves behind.

In most Indian States ihe ceiling on land owned by a single family is now
about 30 acres with a provision for permanent occupancy for tenants and a
limitation of 25 per cent of the crop to be paid by the tenant farmer.

In actual practice, however, it is possible for several members of one
family to pool landholdings under the management of a single family
member. Because records may be outdated or non-existent the rights of
tenants to farm the land at a reasonable rent are often circumscribed.
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In this politically explosive framework, a substantial number of the
Indian farm families are already participants in a rural revolution
which is creating brand new social and political pressures, parti-
cularly in those villages where the progress is most pronounced.

Landless laborers may accept their wage of two or three rupees a
day without much complaint as long as they know that everyone else
in their village is poor., However, when they see the landowners'
incomes rising rapidly while their own rises much more slowly if

at all, they become restless and resentful,

In other words, the dramatic increases in food output which are
occurring =~ and which should continue to grow in the years ahead --
may lead to sharp disparities in income which in turn may create an
expanding sense of economic and social injustice.

We might add, however, that this phenomenon is not peculiar to
India, In America as well as in India the solution or partial solution
of old problems inevitably creates new ones; this is an inevitable
part of the developmental process.

VIII, IN CONCLUSION

India has embarked on an agricultural revolution-which would kave
been difficult to visualize only a few years ago, Throughout much
of rural India, there is now a brand new confidence, a new sense of
opportunity and of hope,

However, a balanced perspecti':ve is essential. Progress in the last
three years has no doubt been dramatic; yet the challenge to the
Indian Government and cultivators to provide the Indian people not
only with an adequate diet but also with a balanced one remains
formidable.

Thus far the rural breakthrough which we have described has directly
affected between 10 and 20 per cent of the village areas of India.
Many of the remaining Indian villages are still relatively untouched
by modern technology. ;
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Nevertheless a critically important and impressive beginning has been

made which may be expected steadily to spread. With a comparable

program of family planning (the subject of another paper), there is

now a reasonable prospect that India may succeed in striking a balance
~-between population growth and food production which will enable the

great majority of citizens to expand steadily both their uv}ng stand~

ardsand their sense of dignity.
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COMMUNICATION:  somOMIC COMMITTEE MEMORANDUM #EG/M/68 - 18 Seonborl
DATED: A 2, 1968
TO:
FROM:

FILED UNDER: " repta p - COMSORTTUM

SUMMARY: ¥ ilka
INDIA - Minutes of Special Meeting called by the Chairman o Economic
Commitiee to consider updating the memorandum "Note on India's Currenet
Economic Sithation and Foreign Ald Requirements." prepared by Mr.
Gilmartin and the staff of the Resident mission in New Delhi.

It was agreed that the wemorandum should be revised to reflect the
following substantive comments, and various drafting points. The revised v
version would be cleared with Mr. Friedman and distributed to members of

the Special Meeting.

Tizese Mr. Cargill agreed that the Bank should not appear to be in the
- 2 v o . . - . - =t
position of condoning and rationalizing the "food zones™ (conﬁyols on
/  food grain trade between the states). The Bank had long critieizea such
' controls., '

12, The shift in the allocation of resources to agriculture, re-
flecting the Covernment's new policies, coupled with the use of the new
high-yielding seed varieties, constituted important new elements in India's
economic position and prospects. However, at this point optimism about
future production possibilities had %o be tempered with caution, because

it was not yet possible to ascertain to what extent inecreased production
had resulted from improved elimatic conditions. Also, further increases

in the volume of inputs would be required.

13. Significant inconsistencies in information (from different sources)
on the prospects for fertilizer production hed to be clarified.

1k, The Bank's recommendations on the additional measures necessary
for further implementation of sthé new policies Bhould be brought out more
clearly (mainly relating to pBﬁér'transmission, irrigation facilities

and ground water surveys).

15. It was egreed that the Governmment should undertake appropriste
action to ensure that in the future,lack of agricultural credit would not
become a bottleneck to further incresses in agricultural production.






INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION

OFFICE MEMORANDUM

TO: Mre L.J.C. Evans DATE: April 25, 1968
FROM: P. Kirpich, K. Myint and P. Naylor
SUBJECT: INDIA - Punjab and Haryana Drainage Project

and Agricultural Study
Back-to-Office Report

1. Previous missions, in 1965 and 1966, did not result in a completed
appraisal report because of non availability of IDA funds. In the interim,
execution of drainage works has proceeded in both States; the project as
appraised in 1966 needs therefore to be changed accordingly. The mission
discussed in detail with the authorities of the two States the scope and
the order of magnitude of a tranche of the drainage works that would

form a suitable project for IDA financing. Both States are preparing
"project submissions" for submittal to the Central Government Authorities
by May 10. The latter have promised to send this material to IDA by the
end of May. In the meantime, with the information collected by the mission,
the preparation of the appraisal report can proceed and provided that the
additional material is received as scheduled, a draft appraisal report
should be available for circulation to Working Party by the end of June.

2. At present a rough estimate of the cost of the drainage works is

Rs 140 million. Of this, about Rs 20 million would be the foresign exchange
requirement for imported items of equipment. Not included in the foreign
exchange requirement are items of construction equipment including bulldozers
and some draglines that are now manufacturered in India. Working Party

will need to consider whether international bidding procedures should be
extended to all equipment to be used on the project.

3. With reference to the agricultural study, the mission found in

the two States and the Central Government keen interest to proceed as quickly
as possible. The installation of tubewells-- private rather than public --
has expanded rapidly during the past few years. The prospect that the study
team will be able to identify and prepare two tubewell projects, one in

each State, seems highly favorable.

L. The latest version of a draft contract between the Government of
India and the U.S. Bureau of Reclamation was discussed. Only minor points
remain for further discussion and nogotiation between the two parties.

The foreign exchange cost of the study to be financed in conjunction with the
project is estimated at about $2.2 million.

Se The preparation of the tubewell projects mentioned in para 3 would
be expedited if drilling rigs for exploration were available. So as to
gain about six months! time, consideration should be given to the sending
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to India of two USBR experts of the study team for about a month each
prior to the signing of the credit. These experts would assist in
preparation of specifications and tender documents for the rigs. Thus
bids could be invited internationally and tenders received while actual
award of contract could await signing of the IDA credit.

Cleared with and c.c. Mr. Wapenhans

c.Cc. Messrs. Chadenet
Bell
Sadove
Lipkowitz
Piccagli
Lind
Votaw (Area)
P. Reid (Rome)(2)
Veraart
Operational Files

PKirpich:ceo
IBRD
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Progress of the New Agricultural Strategy

1S The new agricultural strategy was launched in 1965/66 on the premise
that the major bottleneck to agricultural development in India is the lack

of modern inputs rather than a restrictive social framework = or the back-

wardness of the farmere The main feature of the strategy is a considerable
step~up in input availability - mainly high yielding seed and fertilizer under
the High Yielding Varieties Program (HYVP), The strategy is also characterized
by more groundwater use under private management, more intensive land use
through multiple cropping and more diversified institutions at the service

of agriculture, notably in the credit field,

2. The two first years of the new agricultural strategy were affected
by exceptional drought. Thus, 1967/68 is the first year when adverse
weather cannot be said to have annulled the effect of new stragegy programse
As always in a country the size of India, the weather picture in 1967/68 has
not been good everywhere. Cyclone and drought affected kharif rice production
in Orissa and poor October-November rains affected rabi irrigation supplies
in Mysore, Andhra Pradesh and Madras. Yet, pre-monsoon and monsoon rains
were on the whole good, and winter rains were timely and plentifuls. Barring
exceptionally poor weather during the rest of the rabi season, the weather
factor should have exerted a beneficial fnfluence (or at worst a neutral
influence) on productions

3e Advance estimates for 196768 put the foodgrains at 95 million
tonnese. This is an all-time high for India. It is almost 27 per cent above
last year's output. However, output in that year was abnormally depressed
on account of the drought. A more sober perspective emerges if this year's
production is compared to production in 196L~65 (a good weather year): the
implied annual increase is only 2.3 per cente A still longer view of pro=
duction trends indicates that a 95 million tonnes crop would merely put
production back on the same growth trend about which it has been oscillating
since the early fifties. The question therefore arises as t& whether a

95 million tonnes crop adequately reflects the efforts which have accompanied
the introduction of the new technology.

lie A calculation comparing estimated performance with the expected response
of the foodgrains sector to Government programs appears in Appendix A. Given
the weaknesses of the data reporting systemj this is hardly more than informed
guesswork. There is also room for doubt with regard to: (a) base level for

. calculation = ; (b) extent of new strategy program coverage; (c) net weather

impact on production; (d) importance of area expansion; (e) usefulness of
the individual yardstick approach (implying no complementarity in input use
and constant returns to scale). '

1/ Some long-time observers of the Indign agricultural scene have discerned

3 o= % declining growth trend for foodgrains production in the early sixties.
From their standpoint, even & 95 million tonnes crop represents a notable
achievement -~ being above the trend of a declining growth trend line
fitted to historical datae = '




D -
Se On balance, the conclusion emerges that a 95 m. tonnes crop would.
leave a substantial gap between expected production response and actual
agriculturai/performanca. But considering the sad state of production
statistics %/ and the obviously encouraging response of farmsrs to Government
programs, one is tempted to attribute the bulk of the gap to an understatement
of the crope. Indeed, many skilled observers of Indian agriculture are talking
about a crop around 100 million tonnes this year. An optimistic view is
undoubtedly supported by the eagerness with which an upper layer of progressive
farmers is taking to the new technology. But a lag between the very high
yields achieved by a few farmers and significant increases in yields by a
majority of farmers is bound to exist. Whatever the exact levels of pro-
duction so far, a major task of public policy is the next few years will be
to keep this lag to a minimum bycattending both to the qualitative and to the
quantitative aspects of input use by an increasing number of farmerss ———

HYVP

6. 1967/68 is the second year of the high yielding varieties prograie
The official advance estimate of coverage for the year is about 15 million
acres but this is based on compilation of State estimate? of varying accuracy
and may overstate actual coverage by 2«4 million acres 2 + Of course even a
coverage of 12-13 million acres would be an impressive achievement over a
two~year periode.

Te The most successful aspect of the program has been the large-scale
introduction of dwarf wheat cultivation in Punjab, Haryana, Utter Pradesh

and Rajasthan. Under favorable conditions (ie8s in well irrigated and

drained fields, with adequate fertiliger and improved practices) the new
varieties can yield twice or three times as much as the traditional varieties.
Some new varieties can3?e sown late thus opening up profitable opportunities
for multiple cropping.= Furthermore, consumer resistance tg/the dwarf wheats
is being broken by the recent release of amber=-seeded lines = and

1/ The Government has initiated improved statistical coverage in two States and

=  two more States may come under this program next year. It will take severalk
seasons for the new statistical apparatus to throw up relisble output data
for the country as a whole. :

2/ Individual States tend to press for high targets (and to report high achieve=-
=  ment) in an attempt to incresse their share of scarce supplies - particularly
nitrogenous fertilizer. An independent estimate of coverage and better follow=
up information on problems of implementation (esge through sample survey) is
essential for improved management of the new strategye

2/ Late sowing of Sonora 6L has helped to popularize the following rotations:
sugarcane - wheat, potato - wheat, rice - wheat.

EV Sharbati Sonora released in May 1967 was obtained from Sonora 6L red-wheap
Mexican vatiety by iutation breedinge It is dwarf variety with amber
and lustrous grain and good chapati-making characteristicse It has 15«25
per cent more protein than its parente Other available amber=-seeded
dwarfs includek S308, 5227, Sona 227, Kalyan 227 and Safed Lerma.

i
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rust disease problems have not proven serious so far. Already dwarf

wheat cultivi ion could have covered L=5 million acres during the 1968

rabi season.=" It could well spread over 10-1l million acres nexf year,
representing the bulk of the irrigated wheat acreage. Uniformly high yields
over this acreage will, of course, await qualitative improvements in input
use including more widespread use of the seed drill, land levelling, and
timely irrigations |

8e India's rice economy has also received a significant boost following
the introduction of mew, fertilizer responsive, dwarf varieties of paddy,
which, under favorable conditions, also yield two to three times more than
traditional paddy varieties. However, it is apparent that a breakthrough
of the same magnitude as for wheat has yet to materialize even. though with
the traditional improved varieties there is scope for considerable progress
through double cropping, increased fertilizer use and better practicese
Dwarf rice cultivation in 1967/68 may have covered L-5 million acres, ieee
15-18 per cent of the irrigated rice acreage. However, further expansion
may prove more difficult than for wheat as the imported exotic varieties of
paddy have proven less adapted to the Indian environment. In seéveral areas
of the Center and South, the severe incidence of blight disease and gall
midge attack under high moisture condition has discouraged kharif cultivation
of TNl and IR8. Another stumblihg block (aggravated by the food zoneés) has
.been the absence of high yielding lines with grain shape and cooking
characteristics prized by the Indian consumer. Fortunately, research already
underway is likely to break this bottleneck within a few seasonse

9 High yielding (hybrid) varieties of maize, jowar and bajra may have
been cultivated over 3-4 million acres in 1967/68. This represents only
L=5 per cent of the aggregate area under these cropse As in the case of
paddy, the genetic base of the hybrid program is relgtive%y narrow as a
result of inadequate public support of research activity.- Expansion

of the area under hybrid jowar has been set back by the high susceptibility
of the released bybrids to attack by the shoot fly. Similarly, released
varieties of bajra have provided insufficient protection from bird attack,
More significantlys/progress of the bybrid program has been set back by
poor seed quality = partly the result of an inadequate policy framework

l/ The Government's advance estimate for wheat under HYVP coverage is 6
million acres but this includes some improved non~dwarf varietiese

"2/ Coordinated research projects for the wheat, maize, sorghum and millet

T programs have been under official consideration for almost two years. It
seems that red tape and issues of State = Center financing (rather than
the amounts involved: Rs. 22 million till 1970) have delayed approval.
It is noteworthy that in 1965/66 tobacco received more financial support
from the Center than all the foodgrains combined.

3/ There is likely to be enough certified seed output to double (or perhaps

=~ treble) the area under hybrids next year (1968/29). However, problems of
processing, distribution, storage, and quality control.have if anything
increased with the rapid expansion of the program.
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for private hybrid seed production. However, with the enactment of a Seed
Act, better quality controls, an expanded processing industry and a new
seed policy under active consideration by the Government, the basis for
sound private seed activity is likely to be laid soon.

Water

104 The new agricultural strategy emphasizes the full utilization of
available water supplies. Under HYVP, scarce inputs are channelled to

areas which (at least in theory) enjoy assured water supply. However,

in practice, even districts listed in this category are very much dependent
on favorable rainfall for satisfactory production performance. Environmental
limitations are compounded by the reluctance of most States to focus staff
and resources in limited areas, leading to a thin spread of HYVP = over

some 250 districtse. The inadequacy of irrigation systems within most of
these districts may have been a limiting factor to the penetration and

spread of the new technology.

1lle Wigkh the exception of jowar and bajra, assured water is indispensable
to the expansion of the new agricultural strategy. Unfortunately, more than
half of India's irrigated area of about 90 million acres is fed by minor
tanks, shallow wells and minor diversion works with insufficient water reserves
for long dry spells = when water is most needede A substantial proportion

of the remainder is served by extensive canal structures designed for drought
protection rather than for intensive year=-round cultivation and operated in
such a way that farmers at the tail~end of the system can never be sure that
they will receive sufficient water at the right times to raise good cropse
Against this background, it is not surprising that with the advent of the
new technology, a great number of farmers have been eager 10 relax the
constraint of inadequate water systems through investment in minor irrigation -
often within the command areas of major irrigation schemes.

12 Reliable figures on the progress of minor irrigation under the new
strategy are hard to come by. Yet, available statistics as well as field
observations point to an impressive private irrigation boem. Before the
new strategy was initiated, a total of about 400,000 wells were energized.
In 1965/66, the annual rate of electric pumpset connections rose to 105,000
For the past two years, it has levelled off at about 140,000, But demand
is still running ahead of supply. The waiting list is now about 250,000
and only lack of finance for transmission and connection is said to prevent
the State Electricity Boards from raising the annual connection rate to
186,000, Private demand for tubewells in the Indo-Gangetic and coastal
" plains also exceeds public and private capaciyy to provide the necessary
materials, supplies and supporting services.~ A major task of public
policy in coming years will be to step up the level of these services

E/ In broad orders of magnitude there may now be about 150,000 private
tubewells in India irrigating about 3 million acres and 13,000 State
tubewells commanding about two mllllon acres.
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several times over present levels. This will involve the design and operation
of expanded credit services to farmeri/and contractors, the implementations

of comprehensive groundwater surgﬁys =~/ as well as a step-up in power trans-
mission and connection programs.<

13. Another unfinished task in the water field is the rational_ytilization
of past investments in major and medium=-sized irrigation projects.é The
ultimate irrigation potential of the schemes initiated to date is estimated
by the Central Water & Power Commission at about L4 million acres, of which
about 18 million acres may be utilizede One obstacle to a fuller utilization
of the country's water potential is the lack of trained personnel for soil
and water management programs. In order to meet this need and develop field=-
tested standards for irrigation, drainage and land shaping designs, the
Government has initiated pilot projects in three representative areas of the
country: Mysore (black cotton soils); Punjab (drainage problems); UP
(groundwater management)e. The Government is also considering implementation
of more projects of this kind, particularly in delta areas. The use of
credit by ARC (Agricultural Refinance Corporation) as a means of accelerating
land development operations within the command area of major irrigation |
schemes (Nagarjunasagar, Tungabadra) as well as the improved coordination

in these areas of the numerous public and private actions aimed at watershed
development illustrates a new approach to irrigation policy. Already water
utilization in the past two years is reported to have increased by 2 million
acres per annum ash?ompared to an average of one million acres a year during
the early sixties.~’ Yet, as things stand now, clearly not enough resources
are being provided to ensure a steady expansion of the area in which water
supplies and water control are adequate to realize the potential benefits

of other agricultural inputs. An urgent need is for investment-oriented
basin-wide studiese. ;

Fertilizer

U The new agricultural strategy is heavily dependent on a stepped=-up
fertilizer programe This is largely because the dwarf and hybrid varieties

l/ In most areas, lowering of the water table has not proved a serious problem
so fars. However, the risk of proceeding without adequate hydrological data
will increase as the program expands. ;

g/ A useful financing device used by some State Electricity Boards is to sell
debentures directly to farmers who can use the debentures as security for
borrowing from the Land Mortgage Benks 'and are ensuredppriority in the
electrification program of the Boards. This device may have financed
5,000 conneetions last year. Methods to involve the commercial banks in
similar financial devices are being looked into.

2/ Only about half of the 500 medium and major irrigation schemes undertaken
since 1951 have been completed., However, nine major schemes account for
a substantial proportion of the unused potential (Annex 3).

: g/ These figures should be viewed as broad orders of magnitude based on
water releases rather than on accurate area surveyse.
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require two to three times the fertilizer dosage recommended for ordinary
varieties. At low level; of fertility, India's traditional improved varieties
yield almost as well as the dwarfs and hybrids. Furthermore, they require
less careand water, fetch a better price and produce relatively more fodder
than the HYVP varieties. The incentive to use high yielding seed is therefore
intimately linked to the ease with which fertilizer can be obtained.

15. Since the beginning of the new strategy, nitrogenous fertilizer
availability has risen by more than LO per cent a year (comparkd to an
average of 22 per cent in the early sixties.) Despite this,-demand pressures
have remained high because of the sharply increased fertilizer absorption

of the new technology. To illustrate, the official HYVP targets have implied
nitrogenous fertilizer requirements which account for the bulk of increased
supplies of N (Annex 6). As a result, pressures to expand the area and
crop coverage of HYVP have arisen and rationing of supplies by the public
distribution system (still the dominant factor in nitrogenous fertilizer
allocation) has continued to be a thankless task.

16. The fertilizer supply situation will considerably ease next year.

In fact, nitrogen availability already improved in rabi 1968 following late
arrivals and slow unloading of 1967 imports contracted for kharif 1967

(Suez, port congestion). The carry-over into 1968-69 may be of the order

of 300,000 tonnes. Since import contracts for approximately 800,000 tonnes
have already been passed and indigenous production is likely to exceed
600,000 tonnes, the situation could well arise when, for the first time,
limitation in fertilizer demand rather than supply would stand in the way

of reaching the Government's nitrogen consumptionﬂarget (1,7 million tonnes).
Phosphate and potash supplies are also easing considerably following improved
arrangements for imports of sulphur, phosphate rock and potashe

17. Given the abysmal average level of fertilizer consumption in India,
and the new attitude of the Indian cultivator towards chemical fertilizers,
a buyer's market for fertilizers seems to be an unlikely prospect for the
next few years provided arrangements for credit, distribution and sales
promotion receive adequate attention. Reliance on public, mixed as well

. as strictly private manufacture and sales should help ensure that sales

consideration are given sufficient weight in the fertilizer progfam. But
to this end, the Government's liberal fertilizer distribution policies
should implemented by all major States.

18. Long term prospects for fartilizer consumption will depend on whether

. the momentum of the agricultural revolution can be maintained into the

seventies i.e. essentially on whether adequate water developmentcprogramg. are
implementedin ' and better supporting services become availabie to the
commercial farming community.

Credit

19. The cooperatives are the main source of short-term credit to farmers.
They now handle about 3,500 million worth of lending a year = of which about
Re. 1,000 million is for fertilizer. But on the basis of the Goverument's
fertilizer consumption targets, the magnitude of farmers' short-term credit
needs for fertilizers alone has been estimated at Rse 5,200 million by 1970~71,
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representing an increase of more than 30 per cent a year over present 1evels.l/

In order to help meet the increasing demand, far-reaching steps must be taken
to equip the co=operative credit institutions to improve their operations.

New -institutional devices (including the commercial banks) must be found to
supplement the cooperatives, particularly in areas where they are weak.

In this connection, it would undoubtedly be expedient to make use of private
input dealers and perhaps the traditional money-lending channels, to support

the rapidly expanding use of modern inputse

20. In the term lending field, substantially stepped-up financial

services to the progressive farming sector are emerging through more flexible
procedures and additional branch facilities by Agro-Industries Corporations,
Land Mortgage Banks and commercial bankse. The loan advances made by the Land
Mortgage Banks for medium and long term credit needs of owner cultivators

have risen from about Rs. 120 million in the early sixties of Rs. 560 million
in 1965=66 and Rs, 830 million in 1967-68. The 1968-69 credit target is

Rs. 1,040 million. Perhaps as important as the increase in the scale of Land
Mortgage Bank credit has been the gradual re-orientation of its lending towards
productive purposes. However, there are many States where Land Mortgage Banks
are weak., In order to meet the growing term lending needs of farmers, policies
are being designed to encourage increased agricultural activity by the
commercial bankse. Already, expanded rediscounting facilities (through the
Agricultural Refinance Corporation) and lower reserve requirements for
agricultural loans have been instituted by the Reserve Bank. Hire-purchase
credit for tractors, sprayers, pumpsets is expandinge As tractor production
moves up to substantially higher levels (from 3,000 in 196, to an estimated
18,000 in 1968) and, generally speaking, as the manufacturing sector begins

to respond more and more to the demands of the progressive farmers, credit
could become a bottleneck to the modernization of Indian agriculture.

Prices

21 For the farmers which are the main focus of the new agricultural
strategy (those in water secure areas) recent economic circumstances have
been propitious. The surge in food prices following two drought years has
rapidly reversed the gradual .dPift against the cereal farmer's terms of
trade of the late fifties and early 81xt _ But with the return of the
good weather, the cereal*price indéx 1s/bg§§1n1ng. It dropped 11 per cent
from October 1967 to February 1968 (as compared with a 17 per cent rise for

the corresponding.period last year).

1/ See the excellent Report of the Fertilizer Credit Committee of the Fertilizer

Association of India, 1966.  (p. 221). Early implementation of this report's
recommendations to handle the increased credit demand is essential to the
progress of the new strategy. Another official report sponsored by the
Reserve Bank on the total rural credit picture is expected soon.
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22, The need to revive the industrial economy and to curb inflation
militates for food prices substantially lower than prevailing in mid-1967.
On the other hand, the Government realizes that a foodgrains price slump
below incentive levels must be avoided to maintain the momentum of technical
progress in rural arease This is translated in a readiness to purchase
any amount of grain offered at the procurement price (thus making the pro=
curement price a guargnteed floor price)s The procurement price announced
» for rabi 1968 (Rs. 76 a quintal) compares with pre-
harvest (February) prices around Rs. 76 - 80 per quintal in Punjab and
Haryana and around Rs. 105 -ﬁk%S in Uttar Pradeshs Of course, the policy
test will consist in making/guarantee hold despite heavy market arrivals
expected in the Punjab during April, May and June. The removal of most
central subsidies on public distribution of cereals was designed not only
as an additional step towards normalcy in foodgrains trade (Gnd as a bf?get-
saving measurq)but also as a step to avoid excessive price declines,

23 Because of the large demand to replenish farmers and traders stocks
in the Center and South, the total removal of food zoning would have facilitated
the fulfillment of the Government's incentive price policy. 1In addition, such
a course would have eliminated the irksome and wasteful price disparities
(over and above transfer costs) which have narrowed since last year, but
remain significant. For example, the price for coarse rice in Orissa is

Rse 15=30 per quintal below the Bihar price - as compared to a differential

of Rs, 65-85 at the same time last year. Similarly, the Uttar Pradesh =
Punjab wheat price differential is about Rs., 10~12, compared to Rse 20~35

last year, v : ' :

2. The Government gecognivess the imperfections of the food zone system.
But it views the bumper rabi Crop as an opportunity to gain a stronger
position on the foodgrains market through expanded procurement and buffer
stock build-ups Procurement of kharif foodgrains was disappointing: it

is ualikely to yield more than 3,5 = L.0 million tonnes (as against an
original target of 7 million tonnes)s. By bottling up wheat supplies in an
enlarged Northern zone comprising Punjab, Haryana, Himachal Pradesh, Jammu
and Kashmir and Delhi, the Goverument hopes to be able t0 procure Lle5 = 2.0
million tonnes of rabi foodgrains (as against an original target of 1 million

tonnes)s Without a monopoly position over long haul transfers of grain it

feels that such procurement is unlikely to be reached at official pricese.
However, further dezoning may be considered if the 1968 monsoén proves
favorable and a substantial buffer stock has been set asides

;/ Since January 1968, the issue price for coarse rice went up from Rs. 80
~ to Rse 96 a quintal while the isgue price for imported wheat went up from
" Rse 55 to Rse 67 a quintal. |
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25¢ A foodgrains crop of 95 - 97 m tonnes unless supplemented by imports
would mean a per capita availability of only 152 - 156 Kg per capita (taking
account of probable private stocks variations). This would only be marginally
higher than availability during the past two years of acute scarcity and

might imply continued pressures on food prices #& a risk which the Government

is reluctant to take. TFoodgrains imports are therefore needed this year =
quite apart from the requirements of Government stocking. With the maintenance
of food zones, the public distribution system would need 8-16 m, tonnes for
routine transfers and Government welfare objectives. Given the requirements

of its buffer stock policy (3 m. tonnes by the end of the year), and a domestic
procurement level which may reach 5~6 miliion tonnes, the Government estimates
the year's import demand at 6~8 m. tonnes. All in all, skillful management
will be required to strike a favorable economic balance between the varied
objectives of the Government's food policy.

26, Implementation of the Government's price stabllization objectives
requires additional storage. Total storage space available to the food
agencies is now estimated at 5.2 million tonnes. A crash program initiated
in the Punjab will only make a marginal addition to these facilities. In
addition to expansion and modernization of facilities, there is need for a
gradual shift of focus of the storage program from the ports to the interior.
However, regional storage needs will depend on the future foodgrains movement
policy of the Government.

ProsEects

D A projection of foodgrains production appears in Annex 12. It is
based on Draft Fourth Plan Outline input targets for 1970-71 and on
currently used. yardsticks (which would be consistent with an output of
97-98 million tonnes this year). It sssumes that multiple cropping benefits
are already counted under the heading of minor irrigation and it takes no
account of potential benefits from large scale irrigation projects. It
yields a foodgrains output level of about 114 million tonnes in 1970=-T1
(6 million tonnes below the Government's official target). While not

- much should be made of thiis kind of rough arithmetic, the exercise does
emphasize a view prevalent in many policy-making circles that existing
fertilizer availability targets should be viewed as minimum requirements
and that increased emphasis on water should characterize agricultural
programs during the next few years,' '

28, There is no conclusive evidence yet that agriculture has embarked
on a higher growth path as a result of the Government's new agricultural
strategye On the other hand, the trends in public and private agricultural
~activity described in this pager suggest that the agricultural economy

is indeed picking up speed. <n order to maintain the momentum generated
by the growing acceptance of high yielding seed by Indian farmers, the
Government will need to: (a) strengthen its support for research; (b)
devote additional resources to water development; (c) maintain the priority
of the fertilizer production and import programs; (d) build up stronger
and more effective supporting services for the progressive farming sector;
(e) remove the burden of archaic foodgrains marketing practices.

by
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Appendix A

INDIA - 1968

Estimated Production Impact of
the New Strategy '

In order to assess the impact of the new agricultural strategy against

the Government's targets, one needs a production base from which to start.

It seems natural to pick 196L-65 as the base: this is the last agricultural
year preceding the introduction of the new technology on a substantial scale.
It is also the most recent year with production statistics relatively free
from political biass Foodgrains production during that year reached 89
million tonnes. However, this was, in part, a reflection of relatively good
weather. A statistical analysis of production trends suggests that India's
foodgrains potential for that year is nearer 87 million tonnes: this is -
the computed value obtained by fitiing a constant growth curve to 1950/51 =
1963=6l production datas It falls midway between estimates computed on the
basis of 3=-year and 5-year moving averayes and it is consistent with earlier
official estimates of the 1965-66 production potential base (90 million tonnes).

24

Agricultural development schemes can generally be described in terms

of physical units of works or supplies or (for a given input-mix) in terms
of area coverage. The planning "yardsticks" in use in India measure, for

the country as a whole, the average output axpectedl?rom each physical or
area unit involved in major works or supply schemes.=’ Some important yard=-
sticks at present in use at all-India level are listed below. zyhey refer
to the three main components of the new agricultural strategy.—

Table T : MAJOR PRODUCTION YARDSTICKS 3/
(in terms of incremental .
foodgrains production)

High Yielding Varieties frogram 2,20
Fertilizer 2%
A | ) : 1040 MTI' per MT (nutrient)
Pp0g : 6.0 MT per MI' (nutrient)
Minor Irrigation iy ¢ - 042 MI' per acre

The use of individual yardsticks assumes that benefits from each individual
measure are additive. In fact, there is a close interdependence betwean all
production factors so that the resultant benefits of a combination of
measures may be either more or less than the sum of individual yardsticks.

Yardsticks also exist for land improvement schemes, application of manure
and improved seeds distribution. But, in order to lean on the side of
caution, these yardsticks have not been taken into account in the assessment
which followse. ° ’

The HYVP yardstick is derived from Table A.l attached. The other yard-
sticks are derivéd from Report on Estimation and Assessment of Production
Potential of Crops, Ministry of Food and Agriculture, 1960.
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3e As already noted, much of the impetus behind the new strategy

results from the introduction of fertilizer responsive cereal grain varieties
and their growing acceptance by farmerse. The current agricultural year is

the second of the High Yielding Varieties Program (HYVP)e. The official advance
estimate of 1967/68 coverage is about 15 million acres. However, spot checks
indicate that this may be an overestimate and that 13 million acres could be

a better approximation of coverage. On the basis of the HYVP yardstick, this
implies an addition of T7e8 million tonnes of foodgrains over the 1964/65

base (Annex 3)e. o,

Lo The full impact of increased fertilizer supplies on foodgrains pro-
duction is difficult to assess given the lack of reliable data on consumption.
According to rough estimates which appear below, the response of traditional
foodgrains varieties to increased 1967/68 fertilizer supplies might be in

the neighborhood of l.6 million tonnese. ;

Table II : PRODUCIION RESPONSE OF TRADITIONAL
_ VARIETIES TO : N AND Ppfc

- (000 M)

_Inéremant 1967/68 over 196&/65 610 330
Less HYVP Requirements § . - Lé0 210
Residual W; EES _ 120

Of which, applied on traditional _
varieties l/ 105 85
Response frid 1,050 510

Se Minor irrigation under private management has received official

encouragement under the new strategye. The official projection of minor
irrigation expansion between 1964~65 and 1967-68 is in the neighborhood
of 9-10 million acres. It is estimated that about 80 percent of the
irrigated area is under foodgrains so that, using the relevant yardstick
of Table I, the expected contribution of the minor irrigation programs to
India's foodgrains production potential works out to about lei = 1.6
~million tonnes. -

be Other components of the néw'agricultural strategy include s

(2) multiple cropping: the promotion of multiple cropping in
areas having adequate irrigation may have covered 7.5
million acres in 1967/68. This program is linked to the
availability of new short~duration ceresl varieties but
it is not clear how much of the expanded acreage has actually
gone into foodgrains and how much into groundnut, cotton and
- other commercial crops;

l/ Arbitrarily taken as 70 percegtlof the residual.
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(b) expanded plant protection measures: the acreage treated
against pests and diseases is estimated to have tripled
over the past two years reaching an estimated 126 million
acres during 1967/68;

(¢) mechanization: domestic production and imports of wheel
. tractors and power tillers has also tripled over the past
three years. Total tractor requirements for the year are
estimated at 25 thousand units.

To a large extent, those programs are complementary to thoge geared to the
distribution of high ylelding seeds and chemical fertilizers: no additional
productive response has therefore been assumed on their account.

Te The minimum aggregate 1967/68 production response to the new
strategy as it emerges both from official yardsticks and reasonable
expectations of program coverage eppears below. It conservatively assumes
no increase in the area under foodgrains. It suggests that a 95.0 million
tonnes crop in 1967/68, if confirmed, would leave little room for com-
placency as it would imply a gap of nearly 3 million tonnes (or about

25 percent) in relation to the expected impact of the new technology.

There is, of course, room for reasonable doubt with regard to the appropriate
base level for the calculation, to the net influence of the weather factor
this year and (from a methodological standpoint) to the usefulness of the
individual yardstick approach. On balance, given the obviously encouraging
reaction of farmers to Government programs and taking account of the sad
state of agricultural statistics in India, one would be tempted to atttibute
the bulk of the calculated gep to an understatement of the crop. *

Table IIT : EXPECTED 1967/68 PRODUCTICH COMPARED
.T0 ESTIMATED PERFORMANCE

Expected HYVP Response higl gl 7.8 m. tonnes
Expected Fertilizer Response of Tradltlonal

: ; Varieties 1.5 m. tonnes
Expected Minor Irrigatidanesponse : 1.4 m. tonnes
Other Programs '5f;' no allowance

Toﬁa}“Expected Response 107 m. tounes

Base for 1964-65 { { b 87.0 m. tonnes
Total Expected Production’ @ 977 me tonnes

Actual Estimated Production ' 9540 me tonnes

Gap 2o7 me tonnes




| Rice
Maize
Jowar

Bajra

ﬁhaat-

Other

Estimated HYVP Production Response
Comparad to Actual Production

i 2 \

Table A, 1

4 iy 3 3/ L 5 6
196L/65 1967/68  Original =/ HYVP 1967/68 Actual
Product- HYVP Yardstick =~ Incre=- Product= 1967/68
ion Estimated ment ion Estimated
Base Base g/

(Million (Million- (MI/acre) (Million (Million (Million
MT) acres); _ : MT) MT) MT)
La5 0.9 ;' 0450 0.l45 L.95 B 5400
945 148 1 0450 0490 10.L0 10450
L5 105 ¢ 0a25 0.25 ka75 5,00
1845 - - - 18450 19400
L BT 15,0 b 0460 9406 96406 95400

1/ The maize, jowar and bajra yardsﬁicks are those set forth in Indian Economic

o v Policy and the Fourth Five Year Plan, Volume 1l - Agricultural Palicy in

India, IBRD Report, lMay 23, 1907 on the basis of official statements, the
wheat and paddy official yardsticks which stood at 1.00 MT/acre have since
been reduced to 0.66 according to information furnished by the Directorate

of Economics and Statistics.

g/ On account of HYVP alone.




ANNEX J(’i

PRODUCTION OF FOODGRAINS

1964(65' 1965/66 1966/67 1967/68 Y
(Partially (Partially final Est.

revised) revised)
Kharif‘Cereals
Rice | 89,081 | 50.66 . 50.44 40,50
Jowar | 9.75 7,53 8.94 10, 50
Bajra : 4.45f;' 3.66 4,50 " 5,00
Maize &y 4,66, 4.76 4,99 5,00
Ragi 1.90  | 1.18 1,60 2.00
Small Millets ' 1,95 1.66 1.67 2,00
' | 61,78 . 49,43 52,15 65,00
Rabi Cereals |
‘ Wheat 12.29 ?3 10.42 11.53 15.00
Barley ' o Re8E 2.38 2.45 L 2,50
' 14,61 17,80 15.98 17.50 .
Total Cereals «iii' 76,56 62.23 66.15 62,50
Pulses
" Gram 2 | 5.75.-. 4,21 3.61 5450
Tur ' 180 a0 1 0g 1.75 2.00
" Other ' S a7 3,85 8,58 iiii- 5,00
: ' 12.44 9,80 8.92 . 12,50
Total Foodgrains 89,0000 LfRa0Bag  uT6a05. S L8E0D..
trend Line Projection ¥ 7,30 | 89,70,  .92.20..  _84.80..

Source: Ministry of Food & Agriculture

;/ This is only an informal guess as the detailed State returns for
the Kharif season were not available.

. 2/ Extrapolation of a constant annual growth curve fitted to 1950~1964
data. The exercise yields an annual growth rate of 2.8 per cent.



ANNEX 2

High Yielding Varieties Program

(000 acres) '
__ 1966/67 {1 1967/68
Target Estimated ' Target Estimated
Kharif
Paddy 1,540 1,258 i 4,137 3,583
Maize 488 342 . 4o 1,188 606
Jowar 342 L S § TR 780
ajra 283 100 b 1,077 . 929
Total 2,653 1,818 . - ) 7,858 5,898
(%) ~ (100.0) (68.5) i - (100.0) (75.1)
Rabi _
Paddy 1,715 937 b 2,022 1,650 &/
Maize . aee 171 o 485 250 &/
Jowar 3. g8 354 ' 1,159 1,000 &/
Bajra 93 LTS 150 100 ¥/
: -- 1/
“eat 11,593 1,337 i 4,562 6,000
Total 4,428 2,848 il 8,376 9,000
Total for year 7,081 4,661 - ., i 16,234 14,898
(%) (100.0) (65.8) : (100.0) (91.8)

Source: Ministry of Food & Agriculture
y An informed guess based on a conversation with the Extension Commissioner.

2/ The source for this figure and the kharif breakdown is a Ministry of
Agriculture booklet entitled "Breakthrough in Agriculture through Better

_'33/ This target is preliminary, If the kharif target is kept at 14.5 million
acres, the rabi and total targets may well be raised.

1968/69  1970/71
Target Target

7,561
1,459
2,720

oTqeTTeA® Q0N

2,777

14,522 &/

eTqeTTeAe 4O

6,478 3/

21,000 3/ 32,500

Seeds" (1968)



P T

Nagar junasagar

2/ (AP)

Gandak —
(Bihar & UP)

Kangabati
(West Bengal)

Mahanadi Delta
(Orissa

Rajasthan (Canal
(Rajasthan)

‘Tungabadra

(AP and Mysore)

Kosi (E)
(Bihar)

Chambal
(MP and Rajasthan) -

Parambi Kulam Ahyar

Information on Important Irrigation Projects

Included in the 1967-68 Plan.

Estimated Spent,;" Ultimate Potential

Cost Up to | Irrigation created
March'68  Potential (March'67)
. (000 acres 0CO acres
i gross) gross)
1/ W -
1,600 = 1,327 }i% 2,200 650
1,L17 498 | 3,560 -
360 20l ' 950 130
343 563 195 11,630 S 720
7 505 ' 1,300 273
500 193 e 820 780
150 W06 F i . W 67
W3 e T QA L ap 89
NG 360, 2o 75
6,539 4,397’ 10,960 2,78l

1/ = Includes power

_2/ Nepal also deserves benefits from this project

ANNEX 3.

Potential
Utilized

%March'é?)
000 acres

gross)

15

-

72

610

137
670"
50
| 31

18

1,585




. . ANNEX L
Rural FElectrification.

Approved States capacity for No. of applicatior
States programme energising pump sets pending
R AR 1967-68 1967-68 (March 31, 1967)
Cutlay = Target OQutlay Target
(Rs 00000 (Rs.00000 ")
1.  Andhra Pradesh ' 384 15000 53L 19,000 79,897
2.  Assam 60 f.lloo 60 1,000 nil
3.  Bihar 650 15000 goo 19,000 lzh,saz
L. Gujarat 350 ?.-7620 550 11,820 14,000
e Haryana 150 {5'3000 250 5,000 13,000 &0 |
6.  Jammu & Kashmir gt $5 200 L5 100 - Nil
7o  Kerala | 40 - ' 1000 100 2,500 900
8. Madhya Pradesh g 207 ";I 5000 350 9,000 6,800
9.  Madras 600 30000 700 35,000 27,800
10, = Maharashtra | = - 720 1 \20300: 800 11,800 not available
11. -M&sore 600 ,f?izoooo oo 00 20,000 14,178
12.  Orissa 88 _f;' 1600 1000 1,800 330
Jo Punjab 350 :ff 7000 L50 9,000 2L,63L
1.  Rajasthan 175 3; 1000 250 5,800 10,757
15.  Uttar Pradesh 750 17000 1350 30,000 27,126
16. West Bengal 200 ;{: 2500 300 L,000 - 8L7
17. - Nagaland 06 25 Lé Nil -
Total (States) 5385. - 1__,140,120 7,283 | 1,8L,820 2,L4,521

Source:

Planning Commission.



Annex S

Minor Irrigation

Status at Estimated Estimated Target
End of construction construction for
Third Plan during during 1968/69
1965/66 1966/67 1967/68
Nos.Wells (000)
Boring and deepening of 205.00 130.00 140.00 150.00
- Dug Wells b
Construction of Shallow ot i
Tubewells 37 ~ Private ' 90,00 32.00 L2.00 52,00
Construction of Deep - 5 ) ;
Tubewells = State 11,90 1.00 1,00 1.50 -
Nos. Pumpsets (000) .
Electric | 19880 137.00 110,00
Diesel : 5357é0 78.00 75.00 . 250.00
‘Source : Ministry of Food and Agriculture

l/ Including "filter points", a name for shallow tubewells sunk in sandy soils
in Madras State. " e



A.

196L-65
1965-66
1966-67
1967-68 (est.)
1968-69 (proj.)

1970-71 (proj.)

B.

AL

Fertilizer Consumption

ANNEX 6

(million M)
N P,0¢ K,0
0.L9 0.15 0.08
: 0,58 0.13 0.09
i 0.83 0,28 0.13
i 2 L 0450 0.20
| 1.70 0.65 0.L5
2440 1.00 0.70
Nitrogen Availability
{000 MT)
1 2 3 . g

Production Imﬁorts Total Increase HYVP Demand

1965-66

- 1966-67
1967-68 (est.)
1968-69 (proj)

1970-71 (proj) 1,

238
309
360
600
300

376,
575

900

1,100

1,100 -

61k
88L

11,260

1,700

2,L00

270

6L6
1,086
1,786

Source: Ministry of Food and Agriculture
Fertilizer Association of India.

250
570
7L0
1,140

93
88
68

6L



March 1956
March 1957
March 1958

March 1959

March 1960 -

March 1961

March 1962
March 1963
March 1964
March 1965
" March 1966
March 1967

January 1968

Index Numbers of wholesale prices

(1952-53 = 100)

N Annex 7

Agricultural Total-"Fﬁddgrains Rice Wheat All Commodities
Commodities A

9% 95 86 88 83 99.2
106 102 96 98 9L, 105.1
102 103 91 102 8l 106.1
113 13 402 92 . 110 12,1
117 116 .48 100 106 92 118.7
126 118 {0 99 100 92 127.5
119 118 100 103 © . 92 122.9
121 2 102 1187 B8 127.L
138 101 12 122 113 138.9
18) - 154 1L2 128 1l 151.0
178 375 '156 158 136 174.0
21L 218 201 183 190 202.9
53_:221 200 212 210.0

238



Annex 8

Inter-State Price Relationships

X (Coanqg miiled rice)

Rs. per quintal
Jamiary 1968

Madras (Kumbakknam):ﬁj: 67.25
Kerala (Trivandrum)_ﬂI: 96.00
Ratio ;fl | 143
Andhra (Vijayawada) ﬁ : 7372
Mysore (Shimoga) iﬁf =it 118,00
Ratio 5 5 161
Orissa (Sambalpur) ﬁ?? : el ' ~ 85.00
» Orissa (Cuttack) : Qﬂ : 96.00
- Average Surplus i LT 90650
Bihar (Durka) | 136,64
West Bengal (Conbai)iit 171.20
West Bengal (Sainthia) e 122,00
Average Deficit f'}l 143.00
Ratio :z}i : 158
Madhya Pradesh (Haipg}) ; 95.00
IMaharashtra (Nagur)}f} 101.82

Ratio. 'l e ' 107



1965
March
June
September

December

Average

‘

1966

March

. June

September
December

Average

1967

March
June

September
December

ANNEX 9

Ratio Price Index to Total Commodities Index

4

Agricultural ﬁ

Commodities

102.0
10R.5

1053.5

108,5 * ¢

103.0

104,0
102.5

103.0

—d 050 L kT
" AR {1

Food Foodgrains Rice Wheat
102,0 94,0 85.0 95,5
101.5 87.5 81.0 83.5
103.,0 92.5 86.0 84,0
102.0 g1.0 87.0 B83.0
niggﬁnn ﬂg;."_gﬂﬂ -§§5=== =§Z£==
100.5 89.5 91.0 78.0
103,0 90.0 89.5 76.5
104,.5 9l.5 91.5 7842
105.0 97.0 89.5 88.0
103.4 9R.0 0.0 80;0
107.5 99.0 80,0 935
114.0 106.0 98.0 96.0
118.0 109.0 100.5 98.0
N B 102.0 91.58 93.0

Hﬂ:—.;é&.—= m:égéégn ===21£g= n-géﬁg.-.-n



1960
1961
1962
1963
1964
1965
1966
* Decas30,1967

Annex 10

Ratio of wholesale prices of selected items

of wholesale cereal price index

All Mamuf-  Iron & Fertilizer Cement

Cotton Kerosene
acturers ~ Steel Mfg.
108 140 ;l; 91 198 <. 89
125 W8 . 9k 136 - 128 97
121 %% 149 - - ff:B? 140 122 . ol
117 s jf.as ' 137 120 117
101 126 <5 T ge a7 Yok 101
2010 ke 0s ¢ Shes 16 96 %9
. 97 Neas ;f Nsa. n.a. 90 BeBe
79 79

83 108 442 97

.
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Indices of Food Policy 1963

ANNEX 1I

-1967, and

Projection for 1960

1963'7r 196, 1965 1966 1967 1968 &
(est,) " (est.) (est.) (est.) (est.) (proj:)
Gross Production (m. tonnes) BO.QE-J 80.6 89.0  72.0 75.1 95.0
Net Prodﬁction (m. tonnes) TOQlJTT 70.6 779 63.0 65.7 83.1
Imports (m. tonnes) h.6ffi. 663 T5 10.3 8.7 7.0
Public stock increase (m. tonnes) - Vi 3.0 5 4% | 5 % § ~0.L 3.0
Net availability (m. tonnes) ?h.?;'i 781 . 8Le3 7342  The8 87.1
Population (m.) Lél - :&76 L87 L99 511 52k
Per capita availability‘g/(Kg/ y :
_ year) 162 Lplléh 173 147 w6 166
Par oagiste sveiabidity & g ;
(0z/day) 15.6 1 15.8 15,7 1L.2 1.1 16.0
Marketable surplus 2/ (m,tonnes) 21.oﬁ .24 b 2331849 4 1967 2l
Procurement (m. tonnes) 0.8  ]' 1ol 4.0 L.0 Le3 545
Public Distribution (m. tonnes) 5;2?3' 847 10.1 1.1 13.0 9.5
Foodgrains Price Index (June) 111.5 .:13h.2 3400 1680 . 231.0 ' Neae
A1l Commodities Index (June) 135.0 ' 146.8  158.3 186.2 217.0  nea.
Relative Foodgrains Price (12/13) 83 | 92 89 91 106 Nede
1/ This is the policy altérnative which emerges from official

Excluding private stock variations o
data are available.

Arbitrarity taken as 30 per cent of

\Government statements. It assumes the maintenance of the
- food zone system. b

n which no reliable

net production.



1/

Projection for 1970/71 =

Assumed Projected

l i Base
190L /65 1967/68 1970771

HYVP (Million acres) : : h:? 13,00 32,50
N requirement (million MT) X ; - 0453 Tedls
POy requirements (million MT) e 0422 0.L6

Total N. Supplies (million MT) : 10,50 1.10 2,10
(on Traditional FG Varieties) (70,38 049 0.53

Tot " P205 Supplies (million MT) \"9;15 0,50 1.00
(On Traditional FG Varieties) 0.11 .+ 0420 0.28

Increase in Minor Irrigation (million acres) ‘ ; 9.0 21.00 5

Production (million MT) : 8?.00 97.80 113.9

Net Production (million MT) ??.8? - 85.6 99.7

Imports (million MT) ' ' A 4?Qh5 Tal il g

Governmen£ Stock Increase (million_ﬁT) l ? 1,96 3.0

Consump%ion per capita (Kg.)&ear) 173 71 177

Population (million) _ L87 52 563

INCREMENTS OVER BASE (87 me tonnes in

61~65) | _
HYVP | £ 748070098
N/P205 on Trad. Var. : i 1.56 362
Minor Irrigation ' ; : 1.L5 L2
T .81 269

1/ The assumed yardsticks are:s HYVP - 0.60 MI/acre; N on trad.varieties = 10,0 MT/MT;

P0g = on trade varieties ~ 6.0 MI/MI;
Minor Irriggation - 0.2 MT/acre.
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At My, Mllmartin's request, I am sending a copy of the
hmmcmhm.
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(m office)
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oct Messrs, Cargill (on arrival)
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Messrs. Raymond J. Goodman/Gordon M. Street April 5, 1968
Gregory B. Votaw

INDIA - Iending for Agriculture

1. \/ I believe you will be interested in Mr, Wapenhans' memorandum
of March 25. Much of what he says is consistent with a policy long
advocated by this Department. It is still not clear that Projects
Department is in a position to allocate the man-months required to
follow up his recormendations effectively.

L I believe it would be useful to have further discussion on this
memorandum after Mr. Cargill returns.

cc: with attachments: Mr. Cargill (on return)

Mr. Picciotto (on arrival)

Delhi office (Attn: Mr. Gilmartin)
Gﬁsao
I A
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From:

3 » 3 W\ . "..'K}.,Lh-
shri R.K. Rath, D.0. No. 125?/68-??3 %
Daputy Sscratary WITT qI&ET
are, g, aaEias fwe @ gemfar s
(sfr favr)

GOVERNMENT OF INDIA
MINISTRY OF FOOD, AGRICULTURE,
C. D. & CO-OPERATION
(DEPARTMENT OF AGRICULTURE)

Ng‘w Dalhi, t\hg Maroh, 1968

DG ar MI‘. c‘@\ L]

Kindly recall your discussions with
Sori B. Sivaranan, Sacretary (Asricultura) on the
24th Fabruary, 1968, during which you axprassed a desire
to hava figuras of crop-wiss acraages of aarial
spraying in this country. A briaf note aslongwith ths
statistical data compilsd by tha Dirsctoratas of
Plant Prot~ction, Quarantina & Storaga, Naw Dalhi,
is =nclosad,

Yours sincaraely,

( R.X. Rath )

Mr. L. Hartsall Cash,
c/o
Mr., William Gilmgrtin,
International Bank for Reconstruction and Davelopment,
Ty Sardar Patel Marg,
New Dol hi-11.

0\,‘:\""* -_’}{_.,._\J\ \‘%



BRIZF NOTRE

Aerial spraying of pesticides against crop pests and dissases
has steadily bean gaining in popularity. Asrial spraying has certain
advantages ovar ground spraying as larga tracts can bs covared guickly.
This mathod, howavar, can be usad over large fialds without natural
and artificial obstructions. In spite Oof this, thers iz a conasidaerabls
potestial for aerial spraying and as such it was deacidad to axpand
thasa facilitias. During the last 3—-4 yesars, many private opasrators
have astablished themsalves in this fiald and expansion is going on.
At prasent, ths combined strength in the privatas seactor is 14
halicoptars and 11 fixed-wing aircraft. Likewise, axpansion has
takan place in the public ssctor and it has now g flaest of 7 fixed-
wing aircraft.

The aeriagl spraying of pesticides is, howeaver, comparativaly
of recant origin in this country and --as such the Govarmnmant of
India has baasn actively assisting in popularising it. The aarigl
spraying charges in casa of foodgrains, cotton and oilseads crops
ara heagvily subsidiged 90 that ths farmars ares sncouragad to taks
to this mathod of gpplication of paaticidas. The Govarnment
-afforts havae mat with success as ig =vidant from the inecrsasing
covaraga from ysar t years. The covarage by Govarnmant aircraft
rose from 45,648 acras in 1964-65 to 2,02,170 acraes in 1967-68
(upto Fabruary, 1968). In cases of pri'vate oparators, the covarags
has increased from 79,163 acres in 1964-65 to 7333,121 acres in
1967-68 (upto Fabruary, 1968)s Tha datailed crop-wiss coverags
for tha years 1964 to 1968 is given in the snclossd statamant.
Thera ars plans to expand these facilities in tha public sactor.
Avaery encowragement is also baing given to tha privata oparagtors
1o acquiras mora agircraft for agricultural asrial spraying.

LR N R NN NN NN RN R
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STATEMENT SHOWING ACREAGE TREATED
(CROPWISE) BY GOVT., AND PVTI. OPERATORS.

S.No. Year Crop "~ Area treated in Acres __ Total
& Govt, Alreraft Pvt. Operator

1 2 3 ! 5 5
1. 1964-68 Paddy 17,273 - 17,273
5 " Groundnut 19,525 - 19,525
3. " Cotten 1,100 46,183 47,253
% " Sugarcane 7,730 - 7,790
5, " Rubber - 334000 33,000
Total:s 45,648 T 19,188 1,84,011
1, 1965-38 Cotton 69,909 - 69,909
2, » Groundnut 22,420 - 22,420
3. " Sugarcane 1,200 4,909 6,109
4, " Gram & Lentil 15,730 - 15,730
S, " Mustard 300 - 300
B, . Cotton & Jowar - 1,08,282 1,08,282
7. i Jowar m 3,838 3,838
8. " Jowar & - 84,472 84,472

Sugarcane
9, . Pulses - 9,752 9,752
10, » Gram & Tur - 20,450 20,460
11, . Rubber - 38,244 38,244
12, " Teak - 120 120
Totals 1,10,559 2,70,147  3,80,706

1, 1966-87 Paddy 16,545 1,18,117 1,34,752
2, " Groundnut 7,240 - 7,240
3, ” gggtagn & 1,587,165 - 1,67,185
4, " Wheat 16,330 22,910 39,260
5, " Sugarcane 1,730 3,290 5,020
. " Mango 200 - 200
7. " Cotton - 75,089 75,089




-2-

&% 3 3 4 [ 5
8., 1966-67 Jowar - 3,199 3,199
9. " Potate - 17,890 17,890
10. " Tur & Dal - 6,000 6,000
11. n Rubber - 39,882 39,882
Totals 2,09,330 2,86,377 4,985,707
B Xs 196768 Paddy 28,000 1,56,734 1,84,734
(upte February, 1968)
& " Cotton - 1,99,796 1,99,796
3. » Cotton & 51,600 - 51’600
Jowar
4, " Jowar 11,280 3,939 15,189
5. " Gl'ﬂlll 52, 4.00 - 52’ *00
Ge . Gram & 57,840 18,598 76,438
Mustard
7. " Jute 680 3 ? mg 3 ’ 889
8. " Coconut 400 - 400
9. . Groundnut - 91,729 91,729
10. % Rabi jowar - 5,520 5,590
& Wheat
i S . Gram & - 2,07,092 2,07,099
Wheat
12 " Urd - 9,282 9,282
13, " Rubber - 37 3 145 37 ’ 145
Totals 2,02,170 7,333,121 9,356,291

Assistant Director(Plant Protection)

(G.N, Bhatia)
4,3,1968.




Mr. S. Aldewereld and Mr. I.P.M. Cargill March 28, 1968
B. Chadenet B. Chadenet
Recommendations of Mr. Wapenhans on lending for agriculture in India

1 am sending you a copy of the memorandum which Mr. Wapenhans -
has prepared, at my request, on lending for agriculture in India. '~

I think this memorandum and its conclusions are of great importance,
particularly points (ii), (iv) and (vi).

Gould I have your views.

BChadenet;mb

(1. 31 lﬁ'- ku
Mr. Wapenhans
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March 26, 1968

Mr. B. Sivaraman

Secretary

Department of Agriculture

Ministry of Food, Agriculture, Community
Development and Cooperation

Government of India

New Delhi

INDIA

Dear Mr., Sivaraman:

Since my return to Washington I have had occasion to reflect
on the very useful and frank exchange of views we have had during my
recent visit to India. First I would like to express my appreciation
for the opportunities you have afforded my colleagues and me to discuss
with you and other officials of your department the various aspects of
mutual interest.

You will by now have been informed that we are in the process
of mounting appraisal missions for both the Terai Seeds Project and the
Punjab Drainage Project including the Agricultural Study. We hope that
both missions will be in the field in the course of the month of April.
Prior to that we expect to receive in Washington from your Ministry the
information requested on Terai, so that the proposed mission can consider
it prior to its departure for India. I trust that when this letter
reaches you we will have received the additional information requested.

Regarding future activities, you will recall that we discussed g
briefly with you and in somewhat greater detail with Mr. Vohra the
proposed extension of the UNDP groundwater survey in the Cauvery delta.

I am particularly concerned that the proposal as presently conceived
would not adequately cover the following aspects:

a) rehabilitation and maintenance of the existing surface
irrigation system, including review of required design

capacities in view of supplementary groundwater exploit-
ation;

b) drainage requirements especially in the tail ends of the
canal system, including possible vertical drainage
effects of groundwater pumping;

¢) on-farm development including rehabilitation and realign-
ment of water courses and field chamnels, land leveling
and rebunding of individual fields;



Mr. B, Sivaraman -2 March 26, 1968

d) integrated use of surface and groundwater (including
recharge and drainage effects) and review of existing
operational procedures of the surface system with a
view to developing an integrated surface-cum-groundwater
supply schedule which would meet the needs of double

crop farming;

e) preparation of an electrification program designed to
support the most efficient form of groundwater exploit-
ation as well as vertical drainage.

One would hope that the above aspects could be considered
simultaneously with the extended groundwater survey. This should serve
to develop a scheme which would indeed be an integrated and comprehensive
project suitable to serve as the basis for the long-deferred increase in
the rate of investments in irrigation and drainage works in the delta.

We have already commented along these lines to the UNDP in response to
their request. We are informed, however, that it would not be possible
at present to enlarge the scope of the groundwater survey to cover these
aspects without endangering its submission to the Governing Council in
June. There is, however, a possibility of enlarging upon it once the
basic groundwater resources survey has been approved. I would very much
urge you to give such a further extension serious consideration in the
interest of making the best use of the results of the presently envisaged
survey and find an early opportunity to make appropriate amendments as
soon as the new UNDP financing is approved.

We understand that consideration is being given to a similar
development project in Andrah Pradesh on which we might usefully exchange
views later this year. As you know, we also had some discussions on
grain storage requirements with your collesague on the Food side, Mr. Dias,
who explained current efforts to review Government plans for building
additional storage facilities. We hope that we can be kept informed of
developments in this field.

In the context of our discussions on integrated river basin
development plamning you mentioned the Narmada basin as one where you
would like to see some further systematic development planning done.

We would be interested to know whether you have been able to give this
any further thought and whether there is some way in which the Bank Group
might assist in this.

efforts in bringing to fruition the 'l‘crni and Punjab/Horyana Projects
will be successful, At the same time I hope that this would be the
beginning of a more intensive dialogue between us and that by the time
these appraisals have led to formal negotiations it will be possible to
identify additional agricultural and irrigation projects suitable for IDA
financing.

With kind regards,
Sincerely yours,

1

W.” A. Wapenhans

Deputy to the haiatant. Direc ts Departmen
o In Charee af lrtgmﬂgod.c »



Cleared with & cc: Messrs, Chadenet
Evans

Votaw (3)

cc: Messrs. V. Riley
Goffin

Darnell
Gilmartin/Picciotto, New Delhi

WAWapenhans:at
Bank/IDA
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To: Files DATE:_yHrch 25, 1968
FROM: W. A, Wape " . \ 2 :# » \‘
W Y i NG
SUBJECT: INDIA - Lending for Agriculture X -\
L Further to my notes to Files on specific projects and activities,

I am setting out below a few more general observations regarding future
Bank/IDA lending for agriculture to India. These were developed during a
mission to India from January 30 to February 15, 1968.

2 To introduce the theme of this memo I will repeat a few of the
pertinent statistics. India has a population of over 510 million people.
Its cropped area is about LOO million acres of which nearly two-thirds

are under foodgrains. The agricultural sector produces roughly 50 percent
of the national income. In spite of these enormous magnitudes, their
problems and opportunities, our involvement and acquaintance with Indian
agriculture has been less intimate than that with many other countries of
less than one~tenth its size.

Past Experience and Present Relations

3. Bank and IDA lending for Indian agriculture in the past has been
predominantly for capital intensive major irrigation works, because it has
been projects of this type that India proposed to the Bank. IDA financing
since 1961 supported five irrigation projects and one drainage project.
These involved relations with the respective Ministries of Irrigation at

the Center and State levels, but very little with the Ministries of Agri-
culture and other agencies directly concerned with production. Practically
no experience has been gained in lending for Indian agriculture proper and
hence our relations with the agricultural authorities have been only slight.
This is unfortunate especially because of the rather rigid compartmentaliza-
tion within the Indian administration, which at times results in the setting
of priorities for development not necessarily complementary to each other.
The comprehensive approach long advocated by the Bank is now being given
increasing emphasis by agricultural authorities. However, more could be
done to ensure adequate integration of the various activities at the grass-
roots level especially in the case of major irrigation schemes with divided
responsibilities.

k. For the Bank to be of assistance in this area, the dialogue on
project concepts and designs would need to start at a very early stage, i.e.
perhaps two to three years before a project ready for financing would emerge.
It would also require close and continuing contacts between the Indian
authorities responsible for such project preparation at the Center and

State levels and the Bank's technical staff, A frank and constructive
dialogue depends on mutual understanding and confidence which can only be
built up by better acquaintance with the system, its problems, and the
personalities who operate it, and by the Indian officials learning more
about our intentions, procedures and concepts.

S The Terai Seeds project and the Punjab Drainage Project and Agri-
cultural Study already offer an opportunity to intensify our relations with

."l «“‘F'.
#l~f } Won |3
b .
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Indian agricultural authorities. However, this should be regarded only as
a first step. A continuous exchange on future projects and programs
should follow, which in turn would increase the prospects of a pipeline

of soundly conceived projects.

6. The latter in turn requires that the agricultural authorities
(State and Federal) are given some incentives to take an active part in
such project preparation. Repeatedly I was given to understand that IDA
finance for agricultural projects would not necessarily increase the total
allocation of resources to agriculture either at the Center or at the

State level. This results from an intricate planning mechanism under
which external financing is anticipated and possibly allocated in accordance
with criteria for priorities inherent in the system. Since most projects
in the field of agriculture require little foreign exchange IDA finance may
thus be in substitution of budget allocations rather than incremental.
Rejection of a project for external support on technical grounds can thus
have serious budgetary consequences for a particular State budget. Since
this is recognized, there is in the mind of the Indian agricultural admin-
istrator little purpose in going through the rigors of project preparation
for IDA financing when the same amount of resources can be obtained with
less effort and uncertainty. I suspect this applies generally especially
if non-project financing can be had in the absence of suitable projects
ready for financing,

T Consideration might therefore be given to the introduction of a
system by which a given sum of IDA finance would be made available only for
soundly conceived projects in the field of agriculture and irrigation. It
would need to be made clear that these resources would otherwise not be
available and would thus not substitute those allocated at any rate in the
States' annual development budgets. The allocation of these funds should
then be strictly in accordance with project criteria and irrespective of
the concept of equality amongst States. This might lead to a constructive
competition amongst States for incremental resources for the development of
agriculture. Since these funds would not otherwise be available and since
they could simultaneously provide free foreign exchange for the Central
Government this should result in a rather powerful incentive to prepare
acceptable projects and to seek help in such preparation. Such an approach
would not necessarily improve the quality of project preparation across the
board and might initially even lead to a concentration on a few promising
prospects. There should be, nevertheless, a considerable demonstration
effect in the long run.

Current Input Financing

8. Foreign exchange requirements in agriculture proper, as distinct
from irrigation works, occur at present mainly in regard to current inputs.
Our unwillingness to finance a rather large fertilizer import program in
conjunction with the UP Tubewell project has caused some consternation and
resentment with the Central Ministry of Agriculture. Their argument is
that a much better utilization of already developed land and water resources
can be obtained at low costs through the incremental provision of current
inputs, especially fertilizer. In view of the absolute scarcity of
fertilizers this argument is not without merit. The counter-argument that
the economy ought to devise mechanisms for priority allocations of such
scarce current inpuls does not appear very persuasive to the Indian admin-
istrator who is charged with the responsibility for immediate increases in

food production.
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9. The case could be made that the provisions for fertilizer imports
closely resembles commodity imports for better utilization of industrial
capacities. Where adequate irrigation supplies are available the provision

of extra current inputs would undoubtedly improve the efficiency of such
resource use. The resulting output is bound to relieve import requirements

in value terms perhaps many times that of the foreign exchange spent on
fertilizers. Increasingly the provision of such inputs should come from

local manufacture and any interim financing of fertilizer imports should
probably be made contingent upon the establishment of such production facilities.

10. The criteria for the financing of fertilizer imports would thus
appear to be:

i) that it be in anticipation of local manufacture for which
it would prepare the market;

ii) that appropriate priority distribution in accordance with
the concept of efficient resource utilization would be
ensured;

iii) that such support would be made available only on the
evidence that the country is making adequate provision
for fertilizer supplies from its own as well as third
party resources.

Such input financing should preferably be done in the context of agri-
cultural projects suitable for external assistance and then only on the
basis of an acceptable fertilizer supply program for the entire sector.

Future Lending Prospects

i I §5 An attempt was made to discuss future projects and programs with
the Central Ministry of Agriculture. However, the Secretary of Agriculture
and his deputy were initially not willing to discuss any of their future
plans beyond Terai Seeds and the Agricultural Study in connection with the
Punjab Drainage project. In my opinion this attitude was mainly conditioned
by inadequate preparation on the Indian side, a desire to ration information
and, in their minds, our lack of understanding for current input financing.
The atmosphere improved somewhat at the end of my stay in India. Arising
out of their interest in work done by the Bank elsewhere, it was possible

to develop a preliminary exchange on river basin development programming

and the need for integrated development and use of surface and groundwater.
The desirability of a more intensive dialogue between the Indian agri-
cultural authorities and their counterparts in the Bank became apparent in
the course of these discussions.

12. The contacts at the State level (Mysore and Madras) were less oc
inhibited. There is, nevertheless, a lack of understanding for our )
emphasis on the project approach, mainly because of the reasons given in, t
para. 6 above. In vogue are the so-called "Intensive Agricultural Distrlct Lv
Programs "(IADP) and more recently the "Intensive Agricultural Area N\
Programs" (IAP). These consist mainly of the provision of current inputs \Eﬁ
such as fertilizers and quality seeds at rations higher than usual. The
programs are frequently formulated around some previous irrigation develop-
ment and once accepted by the Central Govermnment receive Center support.

The results are not always convincing and the reason may well be the lack
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of coordination between such activities as double cropping, irrigation
operations, water management, on-farm development, drainage provision,
etc., all required in addition to current inputs but several controlled
by departments other than agriculture.

13. In their present form these programs would not appear to provide

a suitable basis for lending to agriculture. They would need to be

enlarged to encompass the aspects mentioned above. In particular the

irrigation operations would need to be revised to meet the needs of the
cultivators for increasing double cropping and more intensive current

input applications. Unless this is done there is the danger that such

intensive area programs just substitute for the deterioration of such

basic resources as irrigation supplies. In this context it may be worth
mentioning that there appear to be substantial opportunities for ground- Q&”'ll
water development within existing surface irrigation systems. This in &
turn would require careful planning with regard to the rural electrifica-/,”ﬂpﬁr?
tion programs and the integrated operation of such combined resource |~ k = ,r]
develogment (see also my note to Files on the groundwater study in Tanjore, v
Madras).

1. Discussions were also held with the Secretary of Food, Central
Ministry of Agriculture. His staff is presently thinking of a gradual
relaxation of the food zoning policy. This may result in substantial
changes in inter-State grain flow patterns. In turn, this is likely to
result in increased storage requirements with future capacities so located
as to enable the maintenance of strategic reserves mainly from local
production and their use for price stabilization. The Secretary of Food
in conjunction with the Food Corporation of India is presently revising
his plans for the increase and location of grain storage capacities. He
promised to make his revised plans available to our Resident Mission as
soon as they become available.

15. The future program of major irrigation development was discussed
with the Secretary of Irrigation, Central Government. The present plan
includes some 63 major irrigation projects of which 17 are nearing completion.
Because of shortage of rupee funds it became necessary to concentrate on

8 of these 17 projects on which preliminary discussions had taken place on
previous occasion. Most of these are more than 70 percent complete and

offer very little prospect for a useful contribution from IDA.

16. In the past the divergence of views between Indian irrigation
officials and the Bank was mainly in relation to design aspects, such as
intensive vs. extensive cropping patterns. While there appears to be a
less rigid attitude on this aspect on the Indian side, there is the danger
that the traditional concept of extensive irrigation system designs will
perpetuate itself unless continuous influence is brought to bear on those
responsible. We have already commented on the need to employ consultants
for project preparation and implementation on previous occasions (see]
Mr. Evans' memo to Mr. Chadenet of September 20, 1967). To make this
acceptable is, in my opinion, again not only a question of insistence but
also of our continued presence. The new element of possible integrated
surface and groundwater use in the case of irrigation projects might make
the Indian engineers more accessible to outside expert advice. I see a
considerable opportunity here to help in the planning and preparation of
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major irrigation projects which are still in their infant stages. Because

of the groundwater element the acceptability of outside consultants should

no longer be excluded; but steady persistence will be required to bring this
about. Again this would require a continuous dialogue between the Indian
irrigation authorities and the Bank's technical staff. A first step in this
exchange should be a reconnaissance mission to India which would concentrate
on those major irrigation projects where the design is yet preliminary and
where there is a good chance of integrated exploitation of surface and ground-
water. Such a mission could usefully visit India in early fall of this year.
It should not be expected that there would be immediate lending prospects.
However, this could be the beginning of building up a continuous pipeline of
soundly conceived projects. A condueive working atmosphere at the State

level should not be overlooked in the selection of such projects, especially
if the approach set out in para. 6 above is found to be acceptable. If in the
long run, the level of disbursements for projects is expected to substitute
also largely for those of import financing the early concentration on such a
pipeline would seem of high priority.

Conclusions
17, In summary the above leads to the following conclusions:

i) Our dialogue with Indian authorities responsible for agri-
culture and irrigation should be intensified and additional
emphasis should be given to our contacts at State levels; -

ii) A system should be conceived which would make it attractive
for Indian officials to engage actively in and seek help for
project preparation which would eventually lead to an
acceptable balance of non-project and project financing;

iii) Financing of current inputs especially fertilizers should
be given consideration, provided this would be in support
of the country's own efforts in this field and adequate
priority allocations can be assured;

iv) In future project preparation in agriculture emphasis
should be given to the comprehensive planning and
execution of such projects including review and, if
necessary, revision of traditional patterns of irrigation
systems operations, maintenance, drainage and groundwater
development;

v) The development of changes in food zoning policies and the
possibilities of revisions and increases in grain storage
capacities should continue to be watched; -

vi) Possibilities for improved planning and preparation of
major irrigation projects with the possible help of outside
consultants should be followed up with an early irrigation
reconnaissance mission. .

Unless these steps are taken I see little prospects for expanded lending for
agriculture to India.



i =

18. The agricultural staff of the Resident Mission in Delhi has made
a very encouraging start in familiarizing themselves with project prospects
in various States. It would be unrealistic, however, to expect a contingent
of two staff to devote, in addition to their other duties, sufficient time
to project identification and help in preparation. Substantially more
headquarters support is required. DMore frequent missions of agricultural
staff to India would strengthen their efforts as well as support those in
the Indian administration who are prepared to work with us. The FAO/IBRD
Cooperative Program could also play a useful role in this effort. There
are, however, some tendencies to play FAO against the Bank and vice versa.
It is, therefore, essential that the Bank retain the lead in the dialogue
and ask FAO help for the specific follow-up activities in the sphere of
project preparation.

WAW:at
Bank/IDA

cc: Messrs. Chadenet, Bell, Evans, B. King, Votaw
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Letter no. 103 March 21, 1968
SO,
o
L Mg
Mr. I.PJM. Cargill ~ .
Director, Asia Depariment oy e
International 3ank for Reconstruction Ry &V T T
and Development ' = W R
1618 H Streest, W.W.
Washington D.C. R0433 e B
R o Y
Dear Peter, vy : «j
We have had some flak here from the lidnistry of Agriculture in the
course of trying to put the Consortium paper together. ZPicciotto put up
a first draft of a piece about the »regress of the high-yielding varisties
program, It was not meant to bz a polished job, but rather one to provoke
some discussion, It raised gquestions which have been oc*qerlng us and
concluded that something was wrong someplace - either in the progress of
the program, or in the grain production estimates, or in the input-output
as

relations on which the program is based.

for somz time W_VAOMt much luck. But it also orou4ced an outburst from
the agricultural people who attended the discussion, supported by
Swaminathan. Later, according to I.G. Patel, it orought a protest from
the Minister of Agriculture to the lMinister o* Finance.

The nature of the protest as described by I.G. is interesting because
it ran mostly in terms of a bitter complaint about the Bank in connection
with the ill-starred U.P., Tubewells project. It was said that in the light
of that experience and India's inability to get a cent cut of the Bank
after so much trouble and effort on their part, why should they have to
bother with the local office and its half-bakad assessments of their
agricultural prograns.

I expect this will blow over and I think we should continue to aszune
that in conversations, and notes for discussion, between us and the
Government we can put forward our reservations and doubts, even tkough
preliminary, without too much delicacy and concern for sensibilities. In
fact we are doing so and have sent them some notes on food aistribution
which may raise some more hackles, I mention this to indicate the
prevailing climate in relations between Agriculture and the Bank,

OQur relations with Finance continue, I think, to be cordial encugh,
although the Finance crew has been badly shaken Uy Wiehen's news about IDA
dlsburseﬂento, This comss on top of an already grim situation dus to this
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year's IDA hiatus and some very substantial hiati in U.S. zid., I will
be writing further about this, but it does make one pause and wonder
sometimes if we really do have all that influence you read abcut in the
briefing papers. I would hate to try and package any policies right now,

Yours,

Se

William M, Gilmartin

ce.C. Mr. Votaw



Letter No. 106 }/ March 6, 1968

Mr. R. Picciotto
IBRD

P.0. Box L16
New Delhi

INDIA

Dear Bob:

I am slowly getting back into the swing of the daily office
routine and have thus not been able to thank you sooner for your meost
effective support which I enjoyed during my travels in India. Meanwhile
I have also received your communication on the Cauvery Delta development.

Regarding the transmission of copies of the Indus Special
Study, Bob Sadove will be forwarding to you under separate cover five
copies by airmail and five copies by sea. As we have not yet received
final clearance for publication from the Pakistan Govermment it is
desirable that you treat these reports with the necessary confidence.
As soon as we obtain formal clearance I shall let you know.

We hope to be able to send appraisal teams on Punjab Drainage
and Terai Seeds in the not too distant future. The timing is likely to
be such that they will miss you in Delhi, unless you have meanwhile
changed your travel plans.

Again my thanks for your help.

Very truly yours,

W. A.
Deputy to the Assistant Director
, Projects Department
ce: Mr. Sadove Agriculture Division

Wgéa'b
IBRA o
T
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March 1, 1968

v/

Mr. Robert Picciotto

International Bank for
Reconstruction and Development

P.0. Box 416

New Delhi, India

Dear Bob: /

Your letter No. 51 of February 13, 1968 to Jim has been given to
me to answer. You requested assistance concerning data on ground water
studies in India.

Letter No. 98

In the United States, the U.S. Geological Survey has primary re-
sponsibility for making studies of ground water. In general, their studies
are oriented towards locating sources of ground water, determining po-
tential sustained yield and the physical factors concerning the acquifer
such as quality of water, depth to water, drawdowns, size of wells, etc.
Normally the G.S. does not go deeply into the economics of development of a
ground water potential. This is usually done by an agency such as the Bureau
of Reclamation which takes the facts developed by the U.S.G.S. and translates e
them into a project plan for utilizing the ground water.

The U.S5.G.8. has done some work in India, The most recent report
that we know of is dated May 1967 and is entitled "Water Resources Investiga-
tion Program for Upper Gangetic Plain." This report discusses the nature of a
ground water investigation, the interrelationship of ground water and surface
water and proposes a specific investigation program with staffing and costs.
It is our understanding that the program proposed is still the subject of
negotiation between the Government of India and USAID.

/m

If you do not already have a copy of the May 1967 report, I suggest
that you obtain one either from G.0.I. sources or AID sources. In our opinion,
this report represents a rather good presentation of elements involved in a
ground water study and it has the further advantage of being oriented to a
particular Indian situation.

In the event you should have specific questions on ground water
studies, the U.S.G.5. has a man detailed to a UNDP study on the Chambal
River and you may find it useful to discuss your points with him. His
name and address ares

Richard H. Johnston

UNDP (S.F., Chambal Project)
Mangal Bhawan

Kota~-2, Rajastan

India
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Mr. Piecciotto -2 - March 1, 1968

The Geological Survey of India with headquarters in Calcutta has
done considerable work on ground water. Mr, G.C. Chatterjee is Director and
you may wish to contact him,

The Exploratory Tube Well Organization has its headquarters in New
Delhi and should have much useful information on studies of ground water and
its exploitation in India.

It is our general feeling that while all ground water studies have
the collection of basic data as a common factor, the economic studies necessary
to support development financing must be carefully worked out for the particular
situation in mind.

Regards,
Sincerely yours,

L. W. Bartsch
Agriculture Division
Projects Department
cc: Messrs. Evans/Wapenhans
Creyke

e+
JCDopglass/v)






INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
INTERNATIONAL DEVELOPMENT ASSOCIATION

OFFICE MEMORANDUM

To Mr, L. J. C, Evans Date: February 21, 1968

From

W. A, Wapenhans

Subject: INDIA - Discussions with Indian Authorities on Potential
Agriculture Projects
THAILAND - Discussions on Agricultural Credit
Back-to-Office Report

1. Following brief discussions in Rome on January 29, 1968, I visited
India from January 30 to February 15. Discussions on agricultural develop-
ment prospects were held with Government officials, farmer representatives,
banks and private interests concerned with agriculture. More specific
discussions were held regarding our position on the UP Tubewell Project,

the present status of the Terai Seeds Project, the possibilities of reviving
the Punjab Drainage Project, and the UNDP proposal for an extended ground-
water survey in the Tanjore District. Separate memoranda are being prepared
on each of these projects.

2. In Thailand I worked with Mr. Thor and the supervision mission
(Messrs. Chang and Davies) from February 15-18. Mr. Thor was introduced to
the Minister of Agriculture, the Deputy Minister of National Development and
the principal officers concerned with agricultural credit, including those
of banks. Discussions were also held with Mr. Gaitskell and the Under
Secretary for Agriculture regarding the UNDP study of the Chao Phya plains
presently in progress.

cc: Messrs. Chadenet, Bell, Sadove, Lipkowitz, Piccagli, Lind,
Miss Van Gasse, Op. Files
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WBG ARCHIVES

Dear Jim:

Your cable No. 1 awaited our ther
news which made it desirable to change travel plans slightly. During our
field trips Mr. Sivaraman asked Peter Cargill to arrange for a further meeting
with him on lhith p.m. We are therefore leaving India tomorrow morning - one
day behind schedule® (#However, this does not alter my
However, we will be in Bangkok by 11 a.m. on the 15th, Meanwhile, your No. 2
has also arrived and I shall hasten to explain to Gaitskell the logistics of
the mission's timing., (Rosemarie, of course, is
to see Bangkok).

Yesterday we had a final working session on Terai Seeds with center,
state, NSC and the University. The outcome was ra sa .

a list of further information to be provided with
endeavour to mount an appraisal mission as soon

received in Washington. They are very eager to
the information will have reached us by the middle of March. Provided I am

E
§
g
i
:

(#Carrison (Beltsville) did not the
be interested to do a job for us), would be required especially on the s

On Tanjum we had a series of very useful discussions with the UNDP
people, state officials and some at the Center. The report as prepared has not
found endorsement at the state level. It is felt that further information is
required on groundwater, surface system rehabilitation needs, and drainage
aspects. I suggest that we try to adjust the propesed UNDP study in such a way
as to cover appropriately these areas. Ramanathan in Madres is all for it but
resistance seems to be encountered in PWD which is also in charge of irrigation.
We will discuss this further this afternoon with Sivaraman and Valers.

A minute possibility is also emerging in the grain storage field,
Dias, Food Secretary (Center), promised to let Bob Picclotto have some sort of
plans and/or report in sbout two months. Dias is thinking in terms of about
1.5 million tons additional capacity but wants to review it in the light of
liberalization of food saving. So much for today. I hope all is well
at home. Rosemarie joins me in sending you and Pulalia our warmest greetings,

E

Yours ever,

Bill
(W. A. Wapenhans)
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Headquarters:
Washington, D.C., U.S.A.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
RESIDENT REPRESENTATIVE IN INDIA
7 Sardar Pate]l Marg - New Delhi

Telephone 30152, 30153 - Cable Address - INTBAFRAD NEW DELHI - Postal Address - P.O. Box 416

Letter No.51 kf//// February 13, 1968

b 7 R
Mr. L.Jd. gns \Axy A T
Project Dé tment R e T %
International Bank for Reconstruction N
and Development . g EJ\.' s -
1818 H Street, N.W. Prnjectg Dep’c. Cnrréspnﬂ'dévﬁ | a"’}: . "
waShi tOD D.SI (a y ‘, ‘? . ®
™ ANS'D BY _pl0tailees g N
oute . el ], jghd N\
Dear Jim, \
9\'" E \f
In the course of a conversation with Mr. Gilmartin, \ e

Mr. Pant of the Planning Commission said that he was dissatisfied '» {f“? ¢

with current Government efforts to investigate India's groundwater b \#é
potential for agricultural purposes. The causes for his dis- &43 e

satisfaction were not made explicit but they are not too difficult - I$F %
to guess. You know that the need for comprehensive water studies x¢= (?
in India has been a recurrent theme of Bank reports. w v§13

Mr. Pant exhibited a rather refreshing curiosity on the
subject and asked whether we had any useful material on the general >
subject of groundwater research for investment planning i.e. \“\
typical terms of reference, examples of useful groundwater studies, 5
usual staffing requirements and the like.

|
|
The assistance of the Division in getting something together i
on the subject would be very much appreciated. We have told Mr. Pant ‘
that the U.S. Bureau of Reclamation (which will hopefully o become
a partner of India in the Punjab study) is a good source of informat- |
ion on the subject. We have also shown him terms of reference for i
the Indus Study, which go beyond strict groundwater investigation -
as such studies must if they are to be of any use in investment
programming. But we would like to be more helpful, if possible,
as we believe that this is a very important subject in current
Indian circumstances.

Best regards,

Yours sincerely,

Robert Picciotto.

o Nac
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE « .|
CORPORAT I ON ¢ Aer s

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT

OFFICE MEMORANDUM

Files DATE: February 13, 1968

74 E:
David A, Dunn 74

INDIA - Agriculture: GOI Request to UNDP for Assistance in a
Farmer Training and Functional Literacy Project

IS On Friday, February 8, 1968 Messrs, von Gontard and Dumoulin
of the Projects Department, and Mr., Dunn of the Asia Department, met
with Dr. Lawrence I, Hewes, consultant to the UNDP, and Mr., David
Hartzog of the UNDP staff, to discuss a request from the Government
of India to the UNDP for assistance in a project of farmer training
and functional literacy. Messrs. Hewes and Hartzog are to be members
of a UNDP evaluation mission to visit India in February and March.

24 The project as described in the Indian request is an ambitious
scheme involving short, medium, and long term instruction for farmers,
including teaching of functional literacy, and use of radio stations
and village transistor radios for the dissemination of agricultural
extension material, in the 100 districts of the high yielding varieties
program.

3. The UNDP representatives asked if the proposed project might
conflict with or overlap any of the Bank's activities in the field of
Indian agriculture. The representatives of the Bank indicated that,

on the contrary, the proposed project would probably reinforce certain
Bank interests - in particular, with regard to the proposed Tarai seeds
project, expanded and improved extension methods could only help in
encouraging use of quality seeds as well as assisting in development
of the Tarai area itself. Mr, von Gontard and Mr, Dumoulin explained
the broad outlines and purpose of the Tarai scheme., They stated that
it was hoped that use of the Tarai area as a seed production center
could provide about 30 percent of the requirement of seeds for the
high yielding varieties program. Marketing of these seeds might be
greatly assisted by the proposed UNDP project since the project area
was the same as the seeds reception area suggested for the Tarai scheme.

. Messrs. Hewes and Hartzog stressed that the UNDP would desire

to coordinate any project which grew out of the request with existing
activities of other international agencies active in Indian agriculture;
thus they expressed an interest in other Bank efforts in the Indian
agriculture field and were given some details of the sorts of projects
the Bank had financed in the past and might finance in the future.



-2—

5. Both the UNDP and the Bank groups expressed some concern

about the success of a possible project as presented in the request,
In its present form it was felt that the envisaged scale of activities
exceeded the capacities of existing organizations, in India in particu-
lar the village level workers, although Mr. von Gontard noted that
the basic concept of the project request, that is dissemination of
agriculture extension material through use of modern communications
media, was a good one with much potential in India., In any case it
was not entirely clear how management of the project would be related
to existing government extension organizations, or where ultimate
responsibility would be amongst the three ministries which would be
involved in the project.

&, The UNDP officials said that their tentative plan was to
reduce the project request to manageable proportions, perhaps on a
model scheme basis, in areas with assured water supply and good
management which could guarantee inputs necessary to a successful
extension effort. In practice this seemed to mean that they were
anxious to attach or at least relate their project to a project or
projects of another international organization.

Te It was agreed that the UNDP team would remain in contact with
Bank officials both in Washington and New Delhi.

Cleared with and cc: Messrs. von Gontard and Dumoulin
cc: Mr, Gilmartin
New Delhi Office
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Letter No, 81 February 15, 1968

Mr, Robert Piceiotto
P, 0, Box L16

New Delhi

India

Dear Bob, \/

I read your note (February 5) on Andhra with special interest,
as I have been talking up the iniquities of the development of
Nagarjunasagar for years, whenever anyone would listen, which was
seldom, But I raise a question about your very last sentence on Center
support and direection,

I think I am not the only one to wonder whether the answer
to everything that's wrong in the States can be found at the Center,
Not so long ago, we had an Asia-Projects meeting on India., One of the
subjects which came up was the need for the Bank to have a much closer
liaison with the State Govermment than in the past, whenever il makes
a credit, I think there was general agreement on this,

Perhaps this is a case in point, I'm not sure whether any
foreign currency is needed for the inerements of investment you speak
of in paragraph l, but it shouldn't matter, What we need to do is to
put some money on one side for agricultural development in Andhra,
specifically linked to irrigation, if you like, but also conditional
on movement along the lines you indicate in various places, The money
would not be transferred to another project, if we got no satisfaction,
but would sit there, at least for long enough to convince us that the
task was hopeless, That should get the Center into the aet, if all
those Reddy's made life difficult,

In any case, I'm not sure that the difficulties can always be
laid at the State's door, When I was in Hyderabad (I suppose one
inevitably falls into this deplorable reminiscing), I got the impression
that it was not wholly the State's fault that Nagarjunasagar went so
slowly, though they did put on something of a confidence trick in getting
it started,

I'd be glad to have your reactions and anyone else's, As a
footnote, let me say that, until today, IR8 might, to me, just as well

e.o/



have been a code-name for one of James Bond's girl-friends, Coinci~
dentally, Nick Gibbs, just back from the Philippines, mentioned this
morning that the Filipinos don't like the taste of it either,

Yours,

BENJAMIN B. KING

Benjamin B, King

BBKing :gg

ce, Messrs, Cargill
Gilmartin
Evans
Votaw

Waide
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Mr, Gregory B. Votaw:
International Bank for Rsconstruction

Letter No.3

umnwmmimmmm. In the meanwhile I hope
you will keep us informed about this.

With best wishes for friends and colleagues, and, of
course, yourselfl,

Sincerely yours,

Herman G, van der Tak

Mr. Reutlinger



Qg
S
s
/
DECLASSIFIED New Delhi g o
- ur-
PERSONAL FEB 25 2014 February 7, 1 f
WBG ARCHIVES

Dear Jim:

A week has passed since my arrival in India and it seems appropriate
to give you a short interim report at this stage, but all the news are entirely
good as you can well imagine.

My first encounter with the Min. of Food and Agriculture, chaired
by Mr.Mabhur, was almost abortive. The Ministry knows unofficially that U.P.
tubewells has been dropped but does not want to talk openly about it until
#inance has come clean. Nevertheless, this overshadows every contact and
appears to be rather embarrassing for both Mabhur and Sivaraman. Their
present position is that they do not want to talk about any new projects until
definitive decisions have been taken on Terai, Punjab and U.P. tubewells. At
a further small meeting with Sivaraman things loosened up a little bit over
inability to finance current inputs on a large scale remains as s stumbling
block in their new Bank-fostered (?) approach of special area projects. They
are, however, now willing to let us talk about the Chauveﬁ§ Delta.

Regarding the Chauverj Delta a new development has occurred. McDiarmid
(Res. Rep. of UN) is about to send a new request for an enlarged comprehensive
groundwater survey to New York. The study is to be finished by 1970. They are,
however, quite willing to turn this into a pre-investment survey if we should
wish to indicate the need for it. Buchanan is their project manager (he was
our consultant in Taiwan) and I want to get his views on it. Unofficially we
were given a copy of the UNDP report and we might want to follow this up with
New York once the report has been submitted. Informally I understand that
the Tanjore district project is withheld also because of the pending discussions
on the aforementioned projects. Nevertheless we at least talk about it. Gujerat
is off = mainly because of State - Center relationships which need more space
for explanation than I can give it here.

More encouraging are the news on Punjab Drainage and Terai Seeds. It
appears that the Punjab Drainage project has remained dormant since they still
hoped for funding from us and have therefore withheld budget funds. It thus
seems that we could continue where we left it some 18 months ago. I still feel,
however, that a small re-appraisal mission is needed to up-date the report and
to ascertain in more detail the present arrangements for the study. Mr. Vohrs,
Jt. Secretary Special Area Projects, has been appointed Project Director. If
it could be arranged I think there might be an advantage in sending Phil Kirpich
~and Steve Eccles. Could Phil possibly do it on his way back from East Pakistan?

We just returned from a most interesting but also exhaustive visit to
the Terai project area. My feeling is that things have advanced far enough to
think seriously about an appraisal mission. The corporation is now to be
registered before the end of March. The capital structure was thoroughly
debated by the farmers in a meeting with Govt. and University representatives.
They are now convinced that the NSC and UP Agroindustries participation may be
to their advantage. In practice the University is at present running a similar
show on a smaller scale with their Seeds Department. Considering the circum-
stances the werk they do is quite impressive. The Vice Chancellor of the
University is willing to transfer his Seed Dept. staff to the Corporation to
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provide continuity and initially experience and some competence in the business.

The farmers feel this is the best deal they can get. While many policy
questions remain to be answered I don't think that we would gain anything by
waiting much longer. Further, I feel that Sivaraman is at the moment rather
flexible but if he is pushed into moving now before we come into the picture
he may find it more difficult to retain this flexibility. There is a meeting
this afternoon with Peter Cargil on Terai and I think he will now appreciate
that the time is ripe for appraisal - provided Mr. Woods has not brought any
bad news when he arrived this morning. If this checks with your impression
we will have to think about staffing a mission. I think the composition is
rather important.

Rosemarie has weathered the trip rather well so far. She enjoys
every moment though I have to leave her to her own devices most of the time.
We are staying with the Gilmartins. The hotels are full with UNCTAD people
and transport is also hard to get.

Please give our best regards to BEulalia. Rosemarie will be writing
separately.

Yours ever,

Bill

(W. A. Wapenhans)

\
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Files February 5th,1968
R. Piecciotto
Andhra Pradesh - ture
1- This informsl note about agriculture in Andhra Pradesh is

based on information gathered in the course of a three day visit
(January 15 - 18,1968) to Hydersbad and neighbouring districts.

fimeral

2- Andhra Pradesh is one of the few States of India which
produces more foodgrains than it can consume. It owes its surplus
position to three main factors:

(a) it hss relatively more arable lsnd than other
states (about 0.75 ascre sown per capita,compared
to an All-India average of 0.65 acre);

(b) it is better endowed with irrigstion facilities
(27 per cemt of the cultivated area received
irrigated water compered to an All-India average
of 19 percent);

(e) 4industrialisation in the State has been moderate
and, as a result, the growth of urban foodgrain
demand has been relastively slow, (The 1961 census
takes the urban sector to be 17 percent of the
total population, a far cry from the 25-30 percent
of such States as Madras and Maharashtra).

3- of these three factors, the second is probably the most
significant: Andhre Pradesh, commonly cslled the River State, is
drained by two major Indian rivers (the Xrishna and the Godavari)

and a large number of coastal rivers and streams. IV has a long
tradition of irrigated sgriculture and, although @& substantial
proportion of the irrigsted area is dependent on satisfactory
monsoon rainfall (due to lack of storage and to the drought
protection orientation of much of the existing system) Andhra

cen claim that the bulk of its rice cropped area is, in some

sense, irrigated - in contrast with am All-India average of only

37 percent. This is reflected in rice yields some LO percent
above the All-India average. A corollery of these relatively high
yields (incidentally still quite international comparison -
1.5 tons per ha compared to a Taiwan average of 3.6 tons e r ha)

is the relatively diversified character of Andhra's agriculture.
With a local demand for foodgrains satieted, it has been able to

put some 1.6 million ha under such cash crops as groundmut (950,000 ha),
cotton (370,000 ha), tobacco (190,000 ha) and sugar came (130,000 ha).
The State is also a leading producer of cashew nuts and castor oil
much of which finds its way to the export market. Finally, there is _
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a substantial and growing investment in vineyards particularly
around Hyderabad.

Irrigation (Annex 1)
Ly~ As already noted, total irrigated area in Andhra Pradesh

varies with the level and distribution of annual rainfall. In
196L4-65, a year of good rainfall, it stood at 7.8 million acres
compared to 7,3 million in 1965/66, a year of drought and these
figures probably underestimate the impact of rainfall on the
irrigation systenm. Irrigation policy over the past several years
has been singularly unsuccessful in inereasing the area under
irrigation or improving its reliability. More than Rs.2 »000
million has been spent on major irrigation over three (Five-Year)
plan periods and the resulting net increase in irrigated area

may not have exceeded 700,000 acres. While there may be unused
irrigation potential in some of the major projects undertaken
during this period (particularly at Nagarjunasagar), substantial
increments of investment are required to bring these projects to
fruition and detailed feasibility studies in this connection seem
to be lacking. In the minor irrigation field, largely dependent
on private resources and initiative, progress has been more
striking. Tubewells and tanks have sprung up both insidé and
outside areas commanded by rivers and canals. In the delta
particularly, tubewell water is used during kharif to ensure
timely paddy planting and transplenting and, during rabi, to grow
a second crop of paddy or cotton. For upland sreas, tubewell
irrigation is leading to a shift from dry farming (e.g. jowar/eastor)
to wet paddy cultivation, sometimes double cropped with rabi
groundnut. Similar developments have started to occur in
Nagarjunasagar with the release of irrigation water to some 500,000
acres of land during 1967/68.

Fertiliser ( Annex 2)

5= Growth of fertiliser use over the past few years has been
substantial but annual variations strongly reflect the vagaries

of the weather. It appears that even with available water supply,
fertiliser use could have been significently higher had there been
a more efficient distribution set-up. Delays in Center provision
of supplies has been one cause of inefficiency. A recent policy
of retrenchment by the Center with regard to the quantum and
duration of credit assistance for fertiliser distribution, the
inauguration of Coromandel and the prospects for increased eredit
assistance through private dealers, the situation may be expected

to improve,
HYVP (Annex 3)

6~ Performance under HYVP has fallen woefully short of targets,
particularly with respect to paddy. There is no consensus about

JOver
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the major cause for the shoertfall., On the other hand, scientists
argue that, even under unfavorable conditions, TNI and IR8 yield
considerably more than local varieties. On the other hand, the
agricultural administration retorts that in delta areas where

INI was "ruthlessly pushed" during kharif, a large number of
farmers have suffered losses as a result of blight. Similarly,
hybrid jowar grown during kharif is very susceptible to attack

by the shoot fly. But the weak system of distribution for

seeds, fertilisers and other chemicals is certainly responsible

for a good part of HYVP's disappointing performance. In

addition, at yields actually obtained under farm condi.ions, less
fodder is produced by the dwarf varieties, and TN1 or IR8 paddy
fetches a price at least 15-20 percent below the price of
traditional varieties because of unfavorable cooking characteristics.
And given the restrictions on foodgrain movement (paras 8 and 9)
the physical disposal of these varieties is something difficult

as the Andhra consumer is more finicky than his deficit counterpart.
Reorientation of the program to the rabi season should allow for
more rapid progress in the future. However, a genuine take-off
will probably have to await the release of new high-yielding

paddy varieties endowed with characteristics of grain shape and
consistency more acceptable to the consumer, hopefully by 1969-70.
In the hybrid field, the bottlenecks are in the fields of seed
production and plant protection. The release of an insect
resistant variety of jowar would, of course, give a powerful fillip
to the program but, here, the Center has been dragging its feet on
local finance for hybrid jowar research and as a result, valuable
time has been wasted., What is clear, is that short-term credit
resources have not been very limiting since only a small propertion
of financing available under the program was used last year. But
the registration process under which access to HYVP inputs (including
credit) was ensured, may have discouraged some farmers, particularly
in view of the increased availability of fertilisers from private
sources. On the whole, given the rather uncertain performance of
HYVP in Andhra to-date, it is debatable whether the top priority
HYVP enjoys in fertiliser allecation is warranted.

Tractors

Tw= According to private dealers, the tractor market has grown
from 100 per year in 1963 to about 300 per year in 1967. More
competition in the tractor field together with availability of
long-term eredit (Lend Mortgage Bank) and better prices, explain
this growth of demand. The main problem here is spare parts and
repairs. Most tractor owners sell their services to neighbours,
and those who use their machines 20 hours a day during ploughing
season (and there are many) make good money.

Foodgrains Harkcting !

8~ In Andhra, as in many other States, food zoning is being
enforced not only for inter-State foodgrains transactions, but
also within the State to facilitate procurement. There are

/ over
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6 paddy sub-zones within the State and transfer between these
sub-zones is a nnnepoI? of the State government. Price
variation among these sub-zones is substantial (15-20 percent)
and the gap as compared with open market prices in neighbouring
States such as Maharashtra may reach 100 percent or more. As
a result, smuggling is substantial. A conservative Government
estimate of the illegal outflow from the State is 200,000 tons
per annum, one fourth of the State procurement target.

9= The cities of Hyderabad and Secunderabad are statutory
rationed areas. There is nevertheless an active black market
where rice sels at Rs.125 to 14O per quintal in relation to the
R8.,105 of the official market. Mills able to process 10 quintals
of paddy per day (or more) must surrender the equivalent of

60 days capacity to the State at procurement prices. The result
is that they work way below capacity (at least officially) while
small-scale inefficient millers work at full capacity. Producers
operating 5 acres of land or more must surrender at procurement
prices, 2 quintals per acre operated within the 5-10 acres and

3 quintals per acre operated above 10 acres, a substantial, if
hidden, tax burden. Procurement prices for paddy have of course
beer raised since last year from about Es.45 to Rs.55 (middle
quality) and the number of zones within the State is only half

of what it was last year. Yet, the Andhra paddy farmer currently
gets a much lower price ( at the official exchange rate) than
his counterpart in similarly situated countries (including Pakistan)
and there is a long way to go before Government foodgrains
marketing policy becomes genuinely geared to support rather than
control foodgrain prices. It is noteworthy that procurement
prices for coarse grains have not been raised for the past three
years.

Conclusion

10~ With relatively favorable natural conditions and a
substantial commercial farming ecommunity, Andhra Pradesh enjoys
great scope for further agricultural progress. In order to
exploit this potential, there is need for a realistic program to
improve the irrigation system, coupled with a more liberal
foodgrains marketing policy. This is not likely to happen without
Center support and direction,

Attachments: Annexes 1 = L.

cci:Messrs. W.M.Gilmartin
B. King - Washington
L.J.C, Evans- Washington
Sir John Crawford - Australia



First Five
Year Plan

Second Five
Year Plan

Third Five
Year Plan

Andhra Pradesh

Area Irrigated
(000 acres)
Year By By By By By Total
Govt: Pvt? Tanks Wells other area
Canals canals sources irrigg&ed
1950-51 2915 59 1860 749 206 5789
1951-52 2926 65 2073 806 145 601k
1952-53 2956 53 1855 707 157 5729
1953-54 2966 73 2655 694 243 6631
195455 3008 70 24490 748 207 6522
1955-56 3129 63 2639 701 25 6788
1956~57 313 35 2920 791 211 7088
1957~58 3019 38 2746 Thi 213 6761
1958-59 3087 22 294k 728 265 7046
1959-60 3136 32 3101 735 284 7287
1960-61 3260 3 284k 810 2Ll 7189
1961-62 3080 L7 3108 99l 256 7485
1962-63 3100 72 3288 1020 331 7863
1963-64 3172 69 3031 912 Lo1 7653
1964-65 3087 6l 3313 999 340 7803
1965-66 2987 L2 2939 1123 266 7357

Source: The Deeccan Chronicle - January 1k,1968



1961-62
1962-63
1963-6l
196L~65
1965-66
1966-67
1967-68

Andhra Pradesh

Fertiliser Use

(000 MI)

38.0
59.1
79.5
102,5
71.5
108.0

115.0Y

1/ Up tc December 31,1967

Sourece: A P Secretariat

PzOS

17.9
22,4
2k.8
32,8
28.0
36.4

NeBs




Annex 3

Andhra Pradesh

High Yielding Varieties Program

(000 acres)
1966/67 1967468
Khariff  Rabi Khariff  Rabi
Paddy
Target 195.0  605.0 700.0 720.0
Achievement 101.0 L56.6 7.4 Neds
Jowar
Target 40.0 65.0 70.0 70.0
Achievement 40.0 50.5 10.1 Ne.d.
Bajra
?mat 30.0 600 70‘0 hOOO
Achievement 2,0 1,6 2.1 n.a,
Maize
Target 15.0 3.0 65.0 30.0
Achievement 10.0 3.0 19.5 N.ae

Source: A P Seecretariat



Annex i

Andhra Pradesh

Foodgrains Production

(000 MT)

1960/61 196L,/65 1965/66 1966/67

Rice 3660 5010 3960 Loé0o

Jowar 1360 1140 1020 1030

Other cereals &

millets L2 120 6% _ju

Subtotal: 6140 7360 5830 6001

Pulses 200 3l 20 2
6420 7700 6100 6242

Prospects for 1967/68

Partial Kharif erop cutting surveys indicate a 7 percent
increase in rice area and a 2% increase in yield. (This may mean
an additional 300,000 MT of rice). The jowar crop during Kharif
may also have fared better, perhaps 15-20 percent better (giving
an additional 100,000 MT of jowar). On the other hand, September-
October rains have failed and this may have seriously affected
rabi sowings of jowar and to some extent, (through inadequate tank
irrigation) summer paddy. On the whole, the total foodgrain erop
is likely to be 200,000 MT better than last year.

Source: A P Seeretariat
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Mr. ¥illiam ¥. Gilmartin January 30, 1968
R, Pleceiotto
ANDHRA PRADESE -- Oroundwater Development I'roject
1. This short note is sbout a project posaibility I spotted in the

course of my recent stay in Hydersbad. The project is currently being
prepared by several State agencies under the leadership of the Planning
Department. This work is being done at the request at the Center “for
posing it (sic) to the vorld lank%. We have not heard about this from
Sivareman and should therefore tread lightly Af and when the subject comes
up for discussion in the Ministry this weck.

2. The project aims at expanding rice, cotton and grouadanut production
in four districts of Andhra Pradesh: Ountur, Erishua, Sest Uodavari and
West Godavari (one of Ford's "package" district). It makes provision for
construction of 7,500 tubewell,s associsted groundwater surveys and
exploratory drilling, related electrification works, and provision of inputs
for land development and improved cultural practices. Total cost, including
recurrent items, is estimated at sbout Rs. 700 million (US $93 million).

3. 4 rough breakdown of project cost follows. Expenditures would be
phased over & years:
Total Credit to Other
— Farmers ——
Surveys and Exploratory work 11,3 - 11.3
Tubewells Construction 20,2  170.0 80.2 ¥
Power Supply 115.3 - 115.3
On~-Farm D'evelopment 325.2 308,6 2/ 16,6
Total 702.,0 L78.6 223

Of which 195.6 would be short-term credit. .
Average estimated cost per tubewell is Rs. 20,000 in the deltas (150 ft
deep, 5 HP) and Rs. 50,000 upland (L25 £t deep, 15 HP). Actual costs
incurred by the E:flouurx Tubewell Organisatics are much higher
(around Rs. 70,000).

y Subsidy to farwers by “wverument.



Mr. ¥illdas M. Gilmartin “ 2. January 30, 1968

ke Pive thousand tubewells would be constructed on delta land and

2,500 tubewells, upland. Groundwater utilisation wader the project would

lead to an expansion in cropped area of 630,000 acres and would provide .
supplementary irrigation to 295,000 acres, as follows: s

000 acres

o T

)
;

07 Krishne Delta . . 120 - 15 165 135 168

ol £5.0°0 %2
s Godaveri Delta’ 120 - 1o 12§ 160 125
Subtotal 240 - 55 290 295 | 299
158 000000 * Upland 2500030, 009 - 10 - 280 - | L20
/ N e i “} p—
Tetal 240 10 58 441 570 »5 A1
e e | —
»0 7/9

Se Expected agricultural production resulting from the project (aﬁa.:%‘
fruition) is showsn below. The projection is based on a cropping patteran which
is pfevalent in the area but little evidence is offered to buttress the

estimate of the particular land use mix implied:

Production Oross Value Rs. quintal
000 WY Rs. million

Paddy 265 130 50
uroundnut 225 280 125
Cotton 155 235 120
as
6. Gross value of production reflects the increese in paddy yields

which would result from supplementery irrigation as well &s the total value
of preduction expected from newly cropped area. It therefore does not
sccount for the alternative use of lund on mon-irrigated area and therefore
exaggevates the benefits to be expected from the project. The priority of
investment in uplend areas, where land development as well as tubewell
{nstallation costs are higher (and soils are poorer), requires special
attention. A smaller project designed in the light of more stringemt
{nvestment priorities may need to be prepered if it is to meet usual Bgok
standards. Another "benelit" requiring additional scratiny is the presumed
inerease in yleld made possible by early peddy transplanting as this presumed
benefit may not make allowance for the availability of new high yielding,
short duration, paddy varieties.



My, William M, Gilmartin -3 January 30, 1968

Te Tubewell construction under the Project would be the responsibility
of the Government: It is proposed that a special unit be set up for this
purpose within the State Irrigation Department, The alternative of using
private contractors may not have been fully investigated. (It is noteworthy
that by 1965/46 there were already 3.100 private tubewells and only 80 state
tubewells in the L districts of the project area). Coordination between this
unit and the Department of Agriculture which would be involved in extension
activities and input supply in the four districts is another grey area of the
proposal. ey gl FF RS2

8. The proposed institutional channel for long-term credit under the
project would be the AP Cooperative Central Land Mortgage Bank, During the
Third Five Year Plan period, this bank processed some 13,000 lcans for wells
and 6,000 loans for diesel and electric motors for a value of Hs, 52 million.
Its repayment record has so far been good.

Fe A power supply expansion program is proposed by the State Electricity
Board under the project. About 1,200 villages in the project arsa are already
electrified. Included in the cost estimates is & provision of Rs. L2 million
for electrification of some 850 villages which are not now electrified and
have not been ineluded in the Board's normal expansion program during the
Fourth Plan (300 villages). About 48,000 KVA would be required for the
‘project and while existing and proposed power generation is said to be ample
for the increased demand, the project would require strengthening of the

| secondary transmission system (construction of sub-stations and 33 KV lines;
erection of transformers; and new 11 KV lines). No priority for the
electrification program (i.e. which villagesshould come first)seems to have
been worked out,

10, The project proposal, as it now stands, leaves many qestions
wnanswered, But there is little doubt that a projeet of this kind (if not
of this sigze) and with suitable modifications could be of benefit to the
Indien economy. The substantial reliance of the project on credit to
individual farmers is an attractive feature of the propesal in the light
of our Ztah/Varanasi experience. The inclusion of groundwater surveys
within the proposal is a sound feature.While the need for expatriate technical
expertise in this connection has probabiy received insufficient consideration,
I was privately assured that AP was likely to adopt a pragmatic outlook in
this connection. The Andhra Pradesh Land Mortgage Bank which would handle
term landing to farmers under the project is widely regarded as being onesof
the soundest agricultural eredit institution in the country. And, as argued
in another memorandum, AP is a State wiih favorable natural conditions, a
substantial commercial farming sector and a pressing need for more sensible
irrigation and marketing policies. For a project substantially based on

s paddy production, in®surplus area, analysis of farmers incentives would
undoubtedly have to face squarely the issue of zoning and of eompulsory

¢ procurearent by the Goverument.

. cct Messrs. Yotn\/
Wapenhans
Lade jinsky

RPsmb
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Lotter o, 36 Jénuary 17, 1968

Mr, William Gilnartin

Resident Represcatative

International Bank for Reconstruction
and Developmnent

P. 0, Box L416

New Delhi, India

Dear Gil:

1, I an writing with regard to Bill Wapenhans! forthceming visit to
India, While there might be some advantege if his departure could be
delayed for a few wecks, it would not be possible to fit a later date into
the time schedules of the Agriculture Division. At any rate I would hope
that he will find an opportunity even at this overcrouded time to discuss

a number of projects of potential interest to us,

2, I attach Billl's terms of reference wlhich will give you some further
indication of the subjects he will want to discuss, As regards the Teral
project we have now received the project subnission from Sundara Rajan and
I expect to cable you and Sivaraman later this week with alist of points
requiring further clarification, It seens to us, however, that the most
immediate problem is that of the establishment of a corporation capzble of
implementing and rumning the project, Bill would like to get a first hand
appreciation of the position on this point and see what has actually been
done or is intended to be done by Govermnment to enlist active privats par-
ticipation, In this context it seans to us especially important that the
corporation should have sufficient autonony. Equally important would be
the policy frame within which such a corporation has to funection, Ve are
not quite sure vhat Sivaraman means when he takes the position that the
_capital structure of the corporation should reflect the appraisal mission's
findings, Obviously, the corporation is the hard core of the project and
must have taken shape before an appraisal con be satisfactorily completed,
This cannot be expected to take place during Bill's visit, but we fesl that
an exchenge of views at this point should prove rather useful in hastening
decisions on the project within Indla, In addition Bill will wish to
ascertain the status of the six points set oubt in paragraph L of the FAO/IBRD
report and which were touched en during the conversations Kirk and Picciotio
had with Mathuor,

3 Bill will want to make a nurber of fisld trips including the Terai
project area, Chandighar and also perhaps appropriate places in Gujarat
and/or Madras, I wonld wery much hope that Bob Picciotto could be availsble
to participate in his discussions in Delhi as well as to accompany hinm on
his field trips. I om also intending to join in those visits if at all
poseible,



-2-

L. Could you or Bob put together a tentative schedule for Wapenhans,
ineluding travels indicated end/or those you would advise, Could you also
fix appointments in Delhi for his first days there? I would hope that
after some discussion with you, he could meet more or less privately with
Sivaraman to explain the purpose of his mission as well as our specific
concerns regarding Tceral Seeds. Inevitebly = but hopefully later - the
Ministry of Agriculture will orgenize one of their mass meetings on Terai.
Sivaraman may also suggest meetings with his other officers on Punjab,
Gujarat, Madras and additional project possibilities, Talks with Rocke-
feller technicians, llopper and others, should also be fixed for the
January 31 to February 2 period,

Yours sincerely,

Grezory Votaw

On
WAWapenhans/AKirk/GY /0]

cc: Mr. Wapenhans
Mr. Kirk
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT
RESIDENT REPRESENTATIVE IN INDIA

7 Sardar Patel Marg - New Delhi
Telephone 30152, 30153 - Cable Address - INTBAFRAD NEW DELHI - Postal Address - P.O. Box 416

.

/

Washington, D.C, 20433 / I DW A ;Q\;—ﬁ)ﬁkﬁ

Dear Greg: o "1 w_,-of"'r
g &*}&Hif

I saw Sivaraman on January 12 and asked him whether new agricultural

project possibilities could be developed for preliminary discussion in
February.

Letter No. 23 January 15, 1968

Mr. Gregory B. Votaw -G-'J-‘&

Lsia Department A

International Bank for Reconstruction GJrA*HQ}‘ LﬁAQSL
and Development ﬁ“ (719 | AB~,

1818 H Street, N.W. r (U

He said that India's agricultural sector was on the move and would
require considerable inputs of capital over the next several years - there
was, therefore no dearth of project possibilities. However, to identify
them and work them up to Bank standards would take up the precious time
of top-level staff, which he was reluctant to commit until convinced that

“"the bank means business". In his opinion, talk about further projects
4wou1d be rather futile until the Punjab study was launched and India knew
where the Bank stood on Etah/Varanasi and Terai.

The remainder of the talk was not more helpfules As I pointed out
that it was in India's interest to have a full project pipeline at the p
pre-identification as well as at the appraisal stage, Sivaramen said that
a cooperative fertilizer production along Kandla lines could perhaps be
worked out ("If Bank of America can finance cooperative fertilizer pro-
duction, why not the World Bank?"), Credit? Not an immediate need given
PL 1,80 funds availability. Intensive irrigation development? Not until
the World Bank accepts fertilizer financing which would make the invest-
ments in canals, land shaping and the 1ike pay rapidly. And if the Bank
wants more projects, how about further groundwater schemes outside of UP,
along Etah/Varanasi lines. (Any meaningful project discussion with
Sivaraman will obviously have to start with a full explsznation of our
position on bhis project). At that point, it struck me that Sivaraman
himself would not mean business until he got a successful appraisal under-
wayes Why? Because in his words "I am being watched as far as these pro-
Jjects are concerned and, if you must know, my EEE_EEEEEE_EE—EEEEEEE_doun"'

I am painfully aware that this letter reads more like a gossip
column than a project identification communication. But I wanted you to
have Sivaraman's current mood in mind as you prepare for the next move.

Despite this mood, Wolf and I are keeping our ears and eyes open for
project possibilities.

With best regards,
Sincerely yours,

Hok

cc: Mr, Votaw Robert Piceciotto
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Messrs. I.P.M. e-rsm/n January 12, 1968
Mr, Stevenson, Messrs wﬁmumq Messrs. B.King/B. Waide
Gregory Votaw
m-MmuMmgm. Kusum Niar
/

Attached please find Mr. Gilmartin's letter of December 26.
I would very much appreciate your comments.

Attachment

{
Gg%ti%ﬁao
I q



January 5, 1968

/

Mr. Robert Picciotto
Internddional Bank for
Reconstruction and Development

P. 0. Box L16 F
New Delhi, India - \/
>

Dear Bob: b’qc,

Letter No. 9

1. Let me answer your No. 331 very quickly. The U. P. ’éeion never
produced a report; Wapenhans has told me that the December 11 memo is
all there is. I have recommended, and Peter and Projects have agreed,
that we will stop trying to findnacgroundwater/agricultural scheme in
Uttar Pradesh. I still believe very strongly that there is tremendous
potential in the area, but the Bank's ways of doing business are so
different from Luchnow's that I no longer have any hope of reaching
agreement on a viable project in U. P.

2. I am assured that credit aspects will receive full attention during
appraisal of the Terai scheme. However, I am not sure what this will
mean in terms of additional financing from IDA; at this stage I doubt
that it would mean much, but the idea seems well worth further consid-
eration.

3. The "integrated regional development approach" seems a good idea
but so far has not produced a project IDA could finance. Is the Cauvery
Delta scheme (Tanjore District, Madras) ever going to come to us? It
might be a starter. Is there anything in Gujerat? Can you identify a
new drainage and/or tubewell scheme in the Punjab, to which the long-
delayed USBR study could be attached?

L. I have been unable to find much support for groundwater studies in
Washington. I had expected to finance studies in U.P.-<in a wider
ngi:g,thm the "tubewell" project in order both to assess the aquifer

and o to help identify next-s projects--but this was vetoed upstairs
before Evans' last visit to India/(November 1966). I would support a second

try.

5. The prospects for IDA replenishment have now reached the point where
we are under instructions to find and appraise projects for negotiation
prior to June 30 of this year. Both in this comnection and to prepare
for later years, we would very much like to find some strong candidates
in the agricultural sector. This will be very much on Bill Wapenhans'
mind if he visits Delhi in February, as now planned. I hope you and
Sivaraman will have some well developed proposals for Bill to Jook at.
That is largely what I had in mind when I listed two or three old "ideas"
in paragraph 3. Have any of Damry's credit schemes (with or without
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Agricultural Refinance Corporation participation) reached a point that
would interest IDA? Is anything happening in the foodgrain procurement-
storage-distribution field that involves investment projects suitable
for IDA financing?

6. Any ideas you have for Peter, Bill or myself--we will all probably
be seeing you next month--would be welcome.

Best regards.

Yours sincerely,

Gregory Votaw

GV OMG
y i



