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Meeting with Deputy Prime Minister Morarji Desai, Dr. I.G. Patel, L.K. Jha,
Governor Reserve Bank of India, in New Delhi, November 17, 1968

There has been stagnation on the industrial side for two years.

Agricultural growth on the whole this year is only slightly above population growth.
Some favorable signs: Agriculture outlook is encouraging; Wheat is particularly good;
Rice growth is less satisfactory.

Without a four-year plan now for lack of resources. The problem is both domestic
and foreign resources. Agriculture is a sacred cow in taxation: increment of
production, in effect, not being taxed -- a state prerogative.

Price rise was 15% per year —- has leveled off this year.

There is a question between the Finance Minister and Planning Commission on how
far they can go in mobilizing domestic resources and how much price inflation
control can be tolerated.

The problems are in: export sluggishness; industrial stagnation; family planning;
slow fertilizer expansion. Agriculture paradox 1967-68 on trend of 1964-65 despite
new seed and additional inputs: may possibly be explained by false statistics.

Irrigated acreage approximately 10%Z of total. Very high priority should be put on
water studies of the delta area (several million acres). Many projects are started
and not completed: $1.5 billion spent on projects requiring $1.7 billion to complete.

Hard to set priorities because of separation of irrigation and agriculture. Rice
varieties which are imported are not well adapted to most local areas but expect
to have by 1970 and then irrigation problem will be felt.

Some institutional limitations: credit; Exports: devaluation of 1966 offset by
imposition of heavy export tax and removal of subsidies. It India wants exports
to grow by 7% to 8% per year(?) it must rely on industrial exports,and to do this,
it must reduce attraction of domestic market which is excessively protected.

The Bank believes industrial exports need 30-407% incentives.

Desai: Life expectancy in 1932 was 32; it is 52 today. By 1976 or 1978, he believes
population can be brought from 2.5 to 1.5%Z. Had 10% literacy in 1936 and 20% today.
He maintains agriculture is taxed at satisfactory levels; farmers pay land revenue,
service charges; sales tax, etc. In the famine of 1943, tens of thousands died in
Calcutta alone; in the agriculture crisis of 1966 and 1967 there was no famine.

Wants Bank lending for public sector -- for fertilizer, etc. They will be agri-
culturaly self-sufficient in two years. They are irrigated to approximately 22%

and want to go to 50%. The 4th Plan will be in effect; for two years for lack of
funds, but for next three years investment should advance. They will need $1 billion
a year for some years.

Now exports are looking up (1l0% for the year 1969). Wants domestic protection of
27-1/2% on production for Bank projects.

Jha: Public facilities have 5000 too many people; government departments 35-407%
too many people.
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Files December 3, 1968
William M, CGilmartin

Mr, McNamara's meeting with Mr. Morarji Desai, the Deputy Prime
Minister and Minister of Finance, Sunday, Wovember 17, 1968

Present were:
Covermment of India

Mr, Morarji Desai
Mr. L.K. Jha, Governor, Reserve Bank of India
Mr, I.G., Patel, Special Secretary, Ministry of Finance

| World Bank

Mr. Robert S, McNamara
My, I,P.M. Gnrgi].'l.

Mr, Gregory B. Votaw

Mr, William M, Gilmartin

and that family planning to this end must be accepted and heartily supported
in the interest of India's future welfare. He noted the effectiveness of
the Covermment's family planning program, and believes the program can bring
about a reduction in the rate of population growth to 1.5 or 1.6 percent per
year (at present about 2.5 percent) by the latter 1970Cs.

! He noted other difficulties in the field of production, especially
industrial preoducticn, because ¢f inexperience and other factors making for
high costs in India = especially the political and social pressures for
labour legislation comparable to that of advanced countries and for employ-
ment of excessive numbers of workers because of high unemployment and
underemployment. [espite these obstacles, he said that industrial efficiency
is improving and mentioned in this connection the record of increasing
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productivity of Hindustan Machine Tools,

He further emphasised India's great financial burdens including the
heavy demands on public finance, and India's very large foreign debt., He
said possibilities for greater rescurce mobilization are limited because
taxation is already heavy, although he noted that the burden of corporate
tax rates is often exaggerated because there are very liberal offsets to
the high rates in the case of an expanding company, In agriculture, he
said it was difficult to ralse taxation because the sise of the vast
majority of farm holdings is so small and most farm incomes are so low,
Nevertheless increases in agricultuwral taxation are being levied through
higher irrigation rates and indirect taxes on products sold to farmers, As
for the foreign debt, despite the burden of debt service, Mr. Desai
emphasized Indian recognition of thisz as a first claim on rescurces with no
question whatever of Indian determination to meet its foreign obligations
in full,

As for the future, Mr,., Desai felt that because of financial limitations
it is difficult to foresee a marked upsurge in development for perhaps
another two years, Nevertheless, he noted that there is now a revival in
industrial preduction and very encouraging gains are being made in exports.
He felt that India could be helped through a difficult period with World
Bank support. He referred to the long and friendly relations of the
Covernment with the %orld Bank and emphasized India's continuing need for
World Bank understanding, not only of the country's difficulties but also
its accomplishments and potentialities,

He urged a sympathetic view of World Bank loans to public sector
enterprises, emphasizing especially the heavy financial requirements of the
fertilizer program and noting that the financial problem was just as great
whether plants were public or private. In reply, Mr, McNamara explained
that there is no World Bank objection to financing public sector enterprises,
including fertilizer plants, provided they meet Bank project standards and
there is assurance of efficient operation,

Mr. Desal also referred to World Bank policy to require intermational
competitive bidding for supplies financed by the Bank, He noted India's
recent gains in import substitution and the large domestic capability now
for producing capital goods, However, at the present Indian stage of
industrialization domestic capital goods costs are high and it is difficult
to compete internationally. Therefore, some preferential treatment for
Indian suppliers is needed in competition with foreign suppliers, and
Mr. Desai said he would consider a preference of 274 percent for Indian
goods over and above the CIF price of foreign goods as a fair arrangement,
He said he recognized that this should be only a temporary arrangement while
Indian industry was developing toward 2 stage of greater efficiency.

WMGCs bw






Meeting with M.S. Swaminathan, Indian Agricultural Research Institute,
New Delhi, November 18, 1968

Swaminathan is extraordinarily articulate, intelligent and competent. His

advice would be invaluable to the Indonesians on organization as well as tech-
nology of research.

IARI's research is based on:

1. Small plots of Indian agriculture
2. Labor "surpluses"
3. Soil analysis to establish fertilizer requirements

Desai's resistance is in relation to time, and, therefore, must have continuing
replacement of varieties plus diversity.

There is a negative correlation between yielding ability and resistance to
adverse factors.

IARI has emphasized "maximum productivity per day" utilizing crop rotation and
minimization of crop period: four crops per year in certain multiple rotation
plans. Can obtain 15,000 net profit per hectare from average farmer.

Demonstration program, initiated by IARI, based on new variety, improved
practice and a below-average farmer.

IARI's main requirements: total research effort must be stepped up substantially;
new seeds and approaches bring new problems; nutrients in the soil are rapidly used
up; pests and diseases rapidly adapt to new varieties; extensioning effort is too
small to match magnitude of the problem and interest of the farmer.

IARI's annual budget, including regional stations, is $2-1/2 million; ideal require-
ment: $4 million per year for five years (including $2 million of foreign exchange).
[Could the World Bank organize and finance a similar Institute for Indonesia?]

Dr. B. P. Pal, Director General, ICAR: an extraordinarily able agriculture scientist
and research adviser; magnificent ability to organize transition of science to pro-
duction, then applies it.

He concluded that new varieties, new methods and new cropping patterns can increase
the yield 2 to 3 times on irrigated lands, possibly including some supplementary
irrigation but excluding effect of basic irrigation.

20%Z of the cultivated area under irrigation but efficiency of irrigation is very
low; introduction of new technology requires further change (45% of total area
is cultivated -- the highest in the world.)

Robert S. McNamara
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Meeting with B. Sivaraman, Indian Agricultural Research Institute, in New Delhi,

November 19, 1968

Sivaraman is intelligent and well informed, and is the highest senior civil
servant in Agriculture,.

330 million acres are under cultivation (max. of 20 million acres could be added).

100 million have rainfall over 45 inches.
120 million have rainfall of 30-45 inches.

110 have rainfall less than 30 inches.
330

Should be able to support one paddy crop; but all paddies are long term; they
are trying to reduce from 160/180 to 120/130.

In the rich crop zone (cotton, ground millet, etc.) = 30 to 45 inches of rain is
enough for onme crop.

Part of it, 20 inches and over, can be used but requires irrigation: had 20 million
acres irrigated in 1966 and by 1973 they hope to add 10 million more, and that
"should be satisfactory."

They had previously concentrated on surface irrigation (40% less water from canal
head to field) but are now moving to tap good water in the whole of the northern
belt. These are State programs.

They are experimenting with sprinkler irrigation when water unavailability is low.
The cost is 600 rupees per acre.

There is a big change in the farmer's willingness to invest in tube-wells; as much
as 3000 rupees per acre, although in most cases 500 rupees is the cost.

In the 4th Plan they will put $300 million per year from banking and govermment
systems, plus $100 million from private savings, in private irrigation.

The World Bank will be asked to loan to the Agricultural Bank to meet $300 million
per year requirement.

A supporting program is rural electrification: $350 million for five years.

Farmers: Yield in the past 3-4 years increased 2- to 4-fold in wheat and rice.
Credit availability is a limiting factor in applying the new technology.

Vice Chancellor Rao - an informed, articulate, able administrator of an agriculture
university (advised by Univ. of Illinois), growing in the pattern of the University
of California at Paris. His institution is a center of adaptive research;
maximization of productivity through optimum time of planting, fertilizer applica-
tion, irrigation, cropping mix, etc., and extension services.

Robert S, McNamara



1. The meeting was held in a conference room of Rashtrapati Bhawan
in New Delhi., Present at the meeting were:

Mr. B. Sivaraman, Secretary of Agriculture
Government of India

Mr. B.P. Pal, Director Gemeral,
Indian Couneil of Agricultural Reseserch

Br. J.5. Kanwar, Deputy Director Ceneral,
Indian Couneil of Agricultural Research

Mr. K.P.A. M’ mm’
Indian Couneil of Agriecultural Research

Mr. M.3. Swaminathan, Director,
Indian Agricultural Research Institute

2. At Mr, Mclamara's reguest, Mr, M.3. Swaminathan gave the back-
ground of the recent foodgrains research breakthrough. In the fifties,

a large scale fertiliszer trial program (20,000 observation plots) was
undertaken. Mmaﬁhmshmhhﬂuintulmdr!os. How-
ever, the trials revealed that fertilizer applications in excess of 20 lbs
per acre were generally not profitable with the grain varieties tradition-
ally available to Indian cultivators, For this reason, the research focus
was shifted te the development of new fertilizer responsive cereal var-
ieties. While the so-called "improved® varieties, largely based on local
materials, proved only marginally superior to the traditional varieties,

& genetic breakthrough occurred when nationwide breeding programs meking
use of foreign materials began %o throw up new "high-ylelding"™ varieties.

3. In the case of paddy, high ylelds and substantially increased capacity
to absorb fertiliszers proved peossible when the morphology of the "Indica"
paddy plant was modified through crossing with dwarf Taiwan meterial. There
was not yet the combination of high fertilizer responsiveness with such rice
grain qualities as low milling breakage, minimum grain "stickiness" and short
duration growing perieds. Progress was being made, however, towards the
combination of these charsctertisties. A new breakthrough was imminent.

ke In the case of wheat, the breakthrough came in 1965 when Mexiecan
dwarf material was introduced in India. It was subsequently crossed with
Indian perent material te produce new varieties with the amber coler and the
unleavened bread-making characteristiecs preferred by Indian consumers. In the
coarse grains field, African material was introduced under Rockefeller-
sponsored sorghum and millet research programs. The resulting hybrid



varieties have proven more resistant to drought than traditional
varieties.

Se Mr. Swaminathan stressed that major credit for success of these

breeding programs went to international technical cooperstion (through

FAO, UBDA, Rockefeller and Ford)., He alse stressed that the new varieties

have thrown up many urgent research problems in verious fields including
protection

cultural research) as well as by State universities and research agencies
(coordinated by ICAR) for better adaptation of new varieties and practices
to loecal conditions.

¥
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Meeting with P.R. Nayak, Secretary, Ministry of Petroleum and Chemicals, in New
Delhi, November 18, 1968

1.

900,000 tons of capacity (600,000 tons of production) = 12 plants
in operation today

1,270,000 tons of capacity under construction - 9 new plants under con-
struction
1,500,000 tons of capacity - 9 new projects approved by: - 1 expansion
the government : = 8 new plants

1,700,000 tons of capacity under consideration - _8 new plants (including

3?356:665 Total Tata, Burma and Shell,

#4-5 in public sector
+2-3 uncertain

37
3,700,000 Estimated Production by 1973/74 a/ — &
29 plants

8 plants will cost $800 million, including $250 million in foreign exchange.

About 607 has to come in public sector and balance could come in private sector,
but later projects will require substantial financing from domestic and/or foreign
government or international agency financing. [What should be the World Bank
program?] Government supplies rupee requirements for private project (even at
ratios of 5/1) and this is arousing increasing opposition. [The World Bank must
obtain from the Govermment their plan for constructing, managing, and operating
efficiently 29 plants by 1973.] (Patel says Japanese are better operators than
the U.S. Shouldn't the Bank discuss with them their views in regard to the 29-
plant program?)

Robert S. McNamara

a/ Assumes that approximately 50% of the plants in 3 and 4 are built and all
plants operate at realistic (75+%) of rated capacity.
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Kenneth 2, Bohr

Meeting on Fertiliser and Cil
November 15, 1968 12:00 noon

Those present were: Indian Oovernment

Mr. P.R. Nayak, %ecretary, Petroleum % Chemicals

Mr, V.N, Kasturirangan, Chief "roject (fficer,
[Ministry of Petroleum & Chemicals

Mr. B, Sivaraman, Secretary of Agriculture

Mr. X.B. flac, Adviser (Industry & Mining) Planning
/Commission

Dr. I.G, Patel, Special Secretary, Ministry of Finance

Mr. R,R, Iyer, fconomic Affairs, Ministry of Finance

World Bank
Messrs. McNamars, Cargill, Votaw, Oilmartin and Bohr

Program of Investment and Production

1. Mr., Yayak described how the government expected the Indian
requirements of fertiliser tc be met over the next five years. Nitrogen
requirewents, he said, were expected to grow from 1,700,000 tons of
nitrogen in 1969-70 to 3,750,000 toms in 1973-7h. Through 1971-72
imports of 800,000 to 1 million tons per year would be needed but they
should start to decline in 1972-73 and by 1973<7h he expected that al
the nitrogen required would be produced in India. The basis of this
expectation was as follaows:

(1) Present capacity is about 900,000 tons of nitrogen

in 10 major plants and several small ones., 9 projects
are now under comstrugtion, including 3 expsnsions, with a total
capacity of 1,270,000 tons. These projects will be coming
into production over the next two years giving a total capacity
gz.aoov,ino tons in 16 major plants and several small ones

(11) In addition to projects under way there are a number

of projects in various stages of preparation. One
group of 9 projects, including two expansions, consists of
those already roved by the govermment, The total capacity
sector, The govermment realises that all of these may not
materialise. As has been the case several times in the recent
past the entrepreneurs, both foreizn and Indian may decide not
to undertake what they have propcsed,



(i1i1) The second categery includes 8 projects under

ccnsideration but not yet approved. The total
capacity is 1,700,000 tens 60% of which is expected to
be in the public sector.

(iv) From the total of these twe groups of projects,

15 new plants and 2 expansions, it is expected
that sufficient new capacity will be constructed to ensble
production to reach 3,700,000 tons by 1973-7h. At that
time the total number of major plants in operation will be
29 er 30.

Finance

2. Dr, Fatel pointed cut that financing the fertiliser program
was a major problem. A large amount of fareign exchange was required;
$250 million was needed for the Fourth Plan program. The terms on
which they had been able to cbtain it thus far had been difficult with
the exception of the finance provided by U.S. AID for the Trombay
plant. Much had been financed n a deferred payment basis. Financing
foar the cooperative plant at Kandla was to be from the Bank of
America under the U.5. guarantee program. The interest was expected
to be 7%, and amortization over 15 years. In additien to finding the
foreign exchange the govermment under its pelicy alse had to find
rupee finance even in the case of private sector plants. The fact
that a project was in the private sector did not necessarily mean that
mich private finance was provided. The Kotah project of Delhi Cleth
Mills was cited as the exception which needed no assistance from public
financial institutions.

Xanagewsnt

3. Mr. McNamara asked how they expected to deal with the problem
¢f management in this large program. It seemed to him' that the burden
on technical expertise would be tremendous. \

k. In reply, Mr. Nayak said they were approaching the management
problem in several ways:
(1) They were retaining experts who had helped build

a plant to assist for a time in its operation. The
example was the Corakhpur plant recently completed by the
Fertiliser Carporation of India. The equipment and technical
collaboration had been Japanese. A number of the collabeorator's
staff would remain for some time at the plant.

(i1) They had increased the tempo of training which included
sending more senior staff abroad.



-3«- 'mr 19'1”8

(144) They had entered into a management agreement
with Pertiliser Cooperative International in the
case of the cooperative plant to be built at Kandla.
There was a similar arrangement in the case of the
Madras plant in the public sector. In this case the
foreign collaborators were managing the project.

(iv) Finally, Mr. Nayak pointed out that in the case
of the projects with fareign collaboration
management assistance from the foreign parties was expected.

Se Dr. Patel argued that foreign management was not necessarily
an answer. It was expensive and not always effective. He also said
that Japanese %technical assistance had the best record in the
fertiliser field in India but they were limited in the juse of
Japanese equipment and technical help by the amount of Japanese credits
of international credits available. He suggested that the Bank itself
should hire a corps of 100 fertiliser experts to assist in programs
such as India was undertaking.

6. Mr, McNamara said he might give such a proposal consideration
if he thought it might help. He wanted to make clear that by management
he meant the total problem involved in getting plants to operate at
capacity. This included both administrative and technical aspects.
Furthermore this was not an ideological matter at all. He was

concerned with the efficiency of the operation and hot the source of
finance. If the Bank were to help finance this program it would have
tobesagsured of efficient management., Considering the difficulties

now experienced in operating 12 plants he saw little chance that India
would be able to operate 29 plants at 75% capacity by 1973.

Petroleum

7. Mr, Wayak reviewed the overall situation. Petroleum consumption
is now about 15 million tons of crude of which:9 million tons is imported.
In addition about % million tons of refined products is imported. The
development of domestic oil resources has been recent. Up to about

S years ago production had not exceeded 3 million tons., Present
production was about 6 million tons and the expansion of fields now
under development is expected to bring production up to 10 millieon toms.
In addition 2-3 million tons is expected to result from new explorations,
However, at the same time because requirements will be increasing to
20-21 million tons in the next few yesars and to 30 million tens by 1975
imports will increase,

8. The situation would be substantially altered if a large discovery
of oil were made in the promising area offshore in the Gulf of Cambay.

At the present time a mlborg offers for assistance in exploring this
area are being comsidered. se include ccllaboration from U.S. and
German firms, contract drilling from a U.S; firm and the sale of equipment
with assistance in operation from a Japanese firm. Some of these of fers
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have been made very recently and Mr. Nayak mentioned in particular
that the Japanese type of offer in which India operated the equipment
with foreign assistance had not been fully analysed. A cheolice was
expected to be made among the altermatives within the next few weeks
he said,







Meeting with Ambassador J. Kenneth Galbraith, in New Delhi, November 18, 1968

Land reform with small plots, as in Japan, is the proper step for labor surplus

society: sops up labor, holds people out of cities, provides motivation for
efficiency.

ICAR controls all agriculture research in the country; headed by Dr. Pal. The
IARI is the major research institute in the field.

Robert S. McNamara
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Meeting with Dr. D.R. Gadgil, Deputy Chairman, and other members of the Planning
Commission, in New Delhi, November 18, 1968

In 1956 emphasis was on infrastructure: power and transportation; education, health
and research; and development of metallurgical industry. With hindsight, it appears
the correct strategy. It is clear, however, that there were management deficiencies
and a failure to step up domestigr savings rate which forced fall-back on foreign
aid.

By 1963 it was clear that economy was developing but it could not meet the stress of wars
and droughts.

What has happened is that the dependence on foreign aid rose to 35-40%.

By the beginning of 1967 the situation looked bleak, but by mid-1967 it was clear
that investments made earlier in agriculture research and extension was beginming
to yield results.

But in 1966-67 they had a period of industrial stagnation.

With a buildup in industry capacity and domestic political insistence on using
domestic capacity, it was increasingly difficult to find projects for project aid.

The 4th five-year plan is based on a strategy based on these circumstances:
. taking advantage of agriculture breakthrough with minor irrigation,
fertilizer, credit, rural electrification;
. completing, on the industrial side, a number of half-completed projects
and going on to the next state: chemicals, fertilizer, oil exploration,
newsprint and wood pulp.

To support this, a very large domestic effort is necessary and must reduce dependence
on foreign aid —- whereas during the past 3 years, aid was 35-40%. During the 5-year
period, it should be reduced to 12-15%; this does not affect the gross foreign

aid. They are broadly thinking of $1 billion per year gross, for 5 years. In the
first instance they will cut out food aid which amounts £o 1/3 of aid.

By the end of the 5th Plan period, they would expect to be on a net aid repayment
basis.

This means they must give emphasis to exports: iron ore, etc. Plan on a 7% per annum
increase; plan also to restrict imports by expanding domestic production while
maintaining liberalized industry import policy.

This policy requires some assurance of annual aid receipts during the next 5-year
period.

In case of the World Bank: 1. Need financing for public-owned projects
2, Limitation on "world-tendering' for the project
as a whole, including indigenous consulting and
design services.




Plan does not have an integrated national water policy.

Two panels, plus a section of the Planning Commission, are working on approaches
to a national plan and policy -— "a great deal of work is going on under the
direction of the State govermments and under the Ford Foundation.

Their irrigational policy is'independently conceived''and is not tied to fertilizer
use or timing of extension of optimum cropping patterns.

External aid priorities:

1. In 3 years time, use of fertilizer may be limited by availability, and,
therefore, it is given first priority for investment.

2., Second priority requirement is for non-project aid.
3. Industrial investment: petro-chemical; wood pulp.
4, Port development.

5. Financing of local currency component of metropolitan projects (water supply,
for example). Calcutta would be very high in their total investment plan.

4th year plan growth rates: agriculture, 5%; industry 10%; overall 5.5% to 6%;
exports 7%.

"Growth with stability" is the objective of the plan; this year they are setting
aside $210 million for food-grain buffer stocks.

They do not yet have a powerful instrument for taxing agriculture; believe that
because the Center's assistance is fixed for 5 years at the beginning, this
places pressure on the States to develop new agriculture taxes to allow expansion
of their own investment planms.

Last year the National Development Council withdrew a large amount of agriculture
subsidies.

Rural credit institutions can be expanded to sop up incremental savings with
"visible" use of savings, e.g., sugar mill, fertilizer plant, etc., and in
addition, new institutions, e.g., introduction of rural branches of private
commercial banks are being encouraged.

Robert S. McNamara
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Jean Baneth

Meeting at the Planning Commission
mm.m - 4,15 PN,

Present were:

Planning Comnission

Prof. D.R, Gadgil, Deputy Chairman, Planning Commission
Mr. R, Venkataraman, Member, Planning Commission

Dr. I.G, Patel
Mr. S, Jagannathan
World Bank

1. The meeting opemed with a statement by Prof, Gadgil. He said that
the early strategy of Indian Planning, which had emphasised the creation of
basic and industrial infrastructure, was fundamentally correct. The one
major failure was the inadequate rise in savings; this forced undue
dependance on foreign aid. m,nmmmm,uw
that the economy was fragile
from two wars and a
production was stagnating, and investment
about 55 per cent of total Flan outlay in

!
"
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expenditure, and thus reduce net foreign aid by about half by the end
Plan period. DBecause of the mounting debt service, gross foreign ald will fall
less steeply. The Planning Commaission is thinking of an average of about

:
:
:
¥

Planning
of ald availability would be most welcame., In particular, it would be desirable
for the IERD to extend a non-project loan as interim relief, awaiting IDA
replenishment. This is not too urgent, because imports are now sluggish, but
they are bound to rise when the recession ends.

Speaking of the World Bank's role, Prof. Gadgil said that in the past,
the IBHD lent to the public sector for basic infrastructure only, but not for /
industry. The phase of basic infrastructure construection is now ower. As l\
has a mixed economy, it would be desirable for her that the Bank should
re-think this position. Ancther important point was that India has developed
industrial capacity in many fields, and wants to use it to produce the capital

r

:

capacity in India. Similarly, India has good capability in the fields of
consultancy and design and desired the IIRD to rely on Indian services in this

"

Mr, Mclamara thanked Mr. Gadgil for his illuminating introduction.
Answering the last points first, he noted that the Bank has no preference for
either the public or private sector industry, ideologically speaking. The only
requirements were that Bank projects should respond to priority needs, and that
they should be well managed. Decisions on lending would be made on these bases
only. As for the question of world-wide temdering, this was indeed a well
established policy of the World Bank grouwp and one he would be reluctant to move
avay from. However, the Bank does apply preferences to local procurement in
certain cases, The Bank has given much thought to the particular problem of
India. He invited Mr. Cargill to comment on this.

6. Mr. Cargill explained that the Bank was now in the process of formmlating
its position, which was likely to be that Indian bidders for Bank projects should



had been prepared withithe framework of the IVth Plan, Prof. Gadgil answered
that water comes under several headings in the Plan, mainly that of large
scale irrigation and small scale irrigation; the latter is the responsibility
of the Department of Agriculture. In addition to direct public investment,
much reliance will be placed on tubewells and other irrigation works built

by the cultivators. The Plan will contain an allocation for agricultural
credit; about 3/4 of the cost of the farmers' irrigation expenditures are to
be financed by credit. Creat insistence is also laid on improving scientific
water menagement which is just in its early stages. This includes all aspects
of water use methods. Mr. Mclamara wanted to know whether total water plans
were prepared for specific areas, taking into account all crop needs, new
seeds, cropping patierns, water resources, etc., He was told that, as a basis
for such planning ofcptimal water use, an econometric study of the uses of
water resources of the Bhakra-Nangal Dam is now conducted under Mr, Pitambar
Pant's supervision. There are alsc two panels advising the Flamning Commission,
one studying the water and other resources needs connected with the new
technology, the other the water resources available in the country. The studies
of these panels are taken into account for the formation of the Ammual Flan,
The detailed local work is under the State Covernment, each of which has a Water
Cell. Vater management experts have also been stationed near various irrigation
projects, for instance the Tungabhadra project in Mysore, to study the local
problems. Generally, it is proposed to emphasise the project approach to

8. Mr. McNamara noted that only 20 per cent of the cultivated area was
said to be irrigated. He asked whether the Plan fixed specifie targets for the
extension of the irrigated area. Prof, Gadgil answered that targets were being
fixed, but only in terms of new areas to be irrigated, and not in percentage
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aiming at giving farmers some security and also at promoting the spread of
better cultural practices. In the past, irrigation had not been tied wp
with fertiliger. Now, of course, there is an effort at educating farmers to
use fertilizer; nevertheless, it was impossible to wait for fertilizer
demand and other moderfs practices to catchmp with irrigation facilities.

9. Mr. McNamara asked what was the proper sllocation of the limited

foreign resowrces, in particular those of the Bamk. Prof, Gldsllmatht

the first priority was fertiliser production. High among the other priorities
came non-project aid. Himitthmmldhamhbmkmhpo

policy. Mr. McNamare asked what specifically would be the demand against the
assumed one billion dollar anmual gress aid requirement mentioned in the
opening statement. Prof. Gadgil noted that some of this aid has already

been committed to on~going projects. For new projects, apart from fertiliger,
aid would be needed for petrochemicals, for wood pulp, paper and newsprint, and for
port development, important for exports. Mr. Mcilamara asked whether metropolitan
problems and their solution had a high priority with regard to foreign aid
allocations, Prof, Cadgil replied that 10 per cent of plan resources transferred
by the Center to the States are reserved for the solution of "special problems",
including metropolitan problems. However, while these problems were serious,
the requirement for foreign exchange was relatively small and therefore of

low priority for the allocation of foreign aid, However, Dr. I.G. Patel

noted that if the Bank could undertake the financing of urban water supply
schemes, including a part of domestic procurement, this would contribute te

the solution of metropolitan problems and at the same time constitute a
substitute for non-project aid.

10. Mr. Cargill wanted to comment on Prof. Cadgil's statement about the
use of consultants. In about 80 per cent of cases, consultants for Bank
projoctsmm-phydby the borrower. Then, the selection is the
borrower's responsibility; the Bank only insists that the consultant be
qualified., It is not true that thoiiorldkaaktbumtmthnplq]mxl,

qualified Indian consultants
ththmmmmﬂnimwmﬂhnwum.

If qualified, they will certainly be put on the list.

1. ¥Mr. Cargill also asked what the target growth rate of the
Prof. CGadgil replied that the overall growth rate planned is about 5.5
cent, composed mainly of a planned growth rate of 5 per cent for agriculture
and 8 to 10 per cent for the modern sector of industry. An export growth
rate of 7 per cent was also required. The Draft Flan, setting out
the was

1z, Answering a question about resources by Mr. Votaw, Prof. Gadgil noted
that the tapping of rural resources was very important. It was true that
thmmmimwu-mmsuhﬁmmtlmthmmm;
on the other hand, now that it was clear that central contribution to the
States was fixed from the outset, there was also pressure on the States to
raise resources in order to have a larger plan., Prof. Cadgil was quite
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hopeful that in the end such additional resources will be raised. For
instance, the States have already accepted in principls to supress all
subsidies on agricultural inputs. Mr. I.G. Patel noted that there was
roon for taxing some agricultural inputs but this would necessarily result
in less than economically optimal use of these inputs.

13. Mr, McNamarz again thanked Prof. Gadgil for an interesting meeting.
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Meeting with Dr. S. Chandrasekhar, Minister of Family Planning, and Govind
Narain, Secretary, Family Planning Division, in New Delhi, November 18, 1968

Chandrasekhar - In the past three years 50% of the world's sterilizations and

loop insertions have occurred in India.

Narain - Population planning in India has support of all parties -- political

parties from the extreme left to the Association of Manufacturers support the
program,

Optimum contraceptives not available.

In the next five years infant mortality may drop from 98 to 70 per 1000. A
major problem is to communicate with 100 million couples in the reproductive
age.

Disincentives - a state prerogative —— different states are introducing;
recently introduced; tentative judgment is favorable. [Problem of penalizing
the child.]

Public attitude has completely changed in 20 years; no longer thought of as
a foundation of immorality, destroyer of family, etc.

They have done 4.5 millién(?) steralizations and has prevented 10 million
births. There have been 2.4 million loops with three births saved per loop;
the"failure" of the loop campaign is the result of a lack of women doctors to
give pre- and post-insertion examinations.

They are working on legalization of termination of pregnancy pill. This
would not only reduce the birth rate but also the death rate: 4,000,000 illegal
abortions done in India per year -- they hope to use the Moscow pump.

The most effective non-clinical approach would be to raise the marriage age:
they hope to obtain legal approval of this. If all girls married at 20 or
above, it would cut births in 20 years by 1/5th.

The number of school years completed correlates with the rate of births;

it would also affect the rate of change of income; urbanization; change in religious
attitude putting a premium on a son; change in predictability of survivability of
children to provide old age protection.

Today social science methodology (antho., etc.) if mobilized in research would
permit acceleration of the rate of decrease in birth rates.

Robert S. McNamara
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Meeting with Douglas Ensminger, Ford Foundation, in New Delhi, November 18, 1968

1. Credit will be as limiting a factor in agriculture production increase as
fertilizer.

2. Political - They are moving from one party to a more advanced system. They
are moving from single to multiple personality govermment. The leftist groups

are weaker today than before. The evolution is not to extreme leftist but toward
polarization to right and left of center. There is emerging a new political elite
at the District level: the efficient authoritors. We have had to be patient while
the country paid off its debt to those who brought it independence; their mentality
was not attuned to development. The small enterprises and private entrepreneurs
have mushroomed and they will join the efficient farmers as political powers.
People who immediately get concerned over public vs. private are wrong. Her
govermment's future will depend on what happens in the by-election (e.g., Upper
Pradesh and Bengal) and on whether Chavan and Desai can form an alliance to over-
throw her. Opposition parties have yet to form a positive platform: they are
just against the Congress Party.

3. The country would be better off with a plan it could achieve. Except for the
1st Plan, they have had tremendous shortfalls which obscure their achievements.
What this country needs now is more self-confidence in itself.

4. One of the thipg ahead of real concern is the Center/State relationship
problem ~- the last election weakened the Center; it is in the interests of the
country to have a strong Center government.

5. This country is not oriented toward action; they will make decisions but not
assign responsibility for action.

Robert S. McNamara
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Meeting with William M. Gilmartin, World Bank office, in New Delhi, November 18,
1968

Important problems:

1. Irrigation and water control as a limiting factor on agriculture increase.
They must integrate irrigation planning and agriculture production plan.
Engineering approaches to irrigation spread all over the country without adequate
financing and without establishment of priorities related to the agriculture plan.
The Irrigation Minister approaches the problem from a political point of view
without relating to the agriculture plan and agriculture priority. Engineering
is probably planning on too little water: more water is required for new tech-
nology and multiple (as opposed to single) cropping. (Our January mission will
work on the water problem.) [Emphasize to Patel the importance we attach to this.)

2, Credit problem: Should place more emphasis on credit for agriculture
production; rural crops spotty in effectiveness; Center has correctly introduced
multiplicity of agencies but State performance spotty.

3. Pricing: Marketing zones exist and translate into price changes which
impede production of rice; in several States price is far below outer price or
other domestic prices.

4. Exports: The rupee is very much over-valued (on the import side, they
tried to correct it by across-the-board tariff). They are beginning to recognize
it by introducing subsidy but are correcting by variable as opposed to constant
subsidy., Results: distorts allocation of investment and fails to take advantage
of comparative advantage; there has been an improvement but not enough.

The Indian policy has fluctuated between "nothing can be done", and, therefore,

do nothing, or an optimism that nothing needs to be done. Support optimistic
view but much needs to be done to realize the opportunity.

Robert S. McNamara
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William M, Gilmartin

Meeting of Mr, McNamara with group of Industrialists,
New Delhi, November 19, 1968

Present were:
Industrialists

Rai Bahadur G.M. Modi, President of the Federation of Indian Chambers
of Commerce and Industry and Chairman of Modi Industries

Mr. Rasmath A, Podar, Vice President of the Federation of Indian
Chambers of Commerce and Industry

Mr, L.N. Birla, Director, Birla Owalior Private Limited and Birla
Brothers Private Limited

Mr. Bharat Ram, Chairman, Delhi Cloth Mills (textiles, chemicals, other
industries) and Chairman, Indian Airlines Corporation

Mr, 5.8. Kanoria, Director, Kanoria Company lLimited, New Gujerat
Cotton Mills, Shanker Sugar Mills, etec.
Mr. H.P. Nanda, President, Esoorts Limited (tractors and machinery)

Mr. G.L. Bansal, Secretary Gemeral, Federation of Indian Chambers of
Commerce and Industry

Mr, P, Chentsal Rao, Secretary, Federation of Indian Chambers of
Commerce and Industry
Mr, D.N., Pai Panandikar, Senior Assistant Secretary, Federation of

Indian Chambers of Commerce and Industry.
World Bank

Mr, Robert 5. McNamara

Mr. Gregory B. Votaw
Mr, William M, Gilmartin

The meeting opened with a prepared statement by Mr. Modi, President,
Federation of Indian Chambers of Commerce and Industry, which emphasised the
expectations of further rapid growth in Indian agriculture and industry, the
large resources that will be required including foreign exchange resources,
and the consequent continued need for substantial help to India from abroad,
On Mr. Modi's point about foreign exchange support from abroad, Mr. McNamara
asked whether at the present time there are significant foreign exchange
constraints limiting industrial output. In reply, there were some differences
of opinion although the concensus seemed to be that foreign exchange is
generally adequate at the present time but only because of the industrial
recession, A few branches of industry were sald, however, to be adversely
affected in their scale of operations by inadequate foreign exchange for
current output, Tractors were cited as a particular case of this because
the supply of trastors cannot keep up with present demand due to shortages
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and delays in the availability of imported components necessary to
increase tractor production.

Further concerning the foreign exchange problem, Mr. Melamara
asked about the prospects for an increase in exports. There was
agreement that prospects are favourable and that the annual 7 percent
rate of increase proposed by the Planning Commission as a basis for
Fourth Plan caleulations now seems to be quite possible, The main
thrust of this increase is expected to come from engineering goods
(i.e. metal manufactures), exports of which have increased
this year and there is a large potential for further increases, It
was said that one obstacle to more rapid expansion of engineering goods
exports is the lack of export credit, In this connection, 2 program
for IERD refinancing of Indian export credits was suggested., It was
reported that a number of export orders have been lost, only because
India is not able to give credit terms as favourable as some other
competing countries. Examples of such lost orders were cited in
commercial vehicles, railway rolling stock and transmission towers,
Another export handicap was sald to be in the Indian ports where
inadequate and obsolete installations, combined with inefficient manage-
ment, make for long turnaround time in the handling of ships and
consequent high costs,

Development of a strong export sector was said to depend on
Wmmmmmmmuwmu;-mmmmv
domestic market for manufactured goods, The reasoning here seemed to be
that given a satisfactory and profitable domestic market, industry would
boinahot Mmumuunﬂﬁmlmpmm
or missing profit margins characteristic of the export field.
It was m«tmmmna,m,mttmum

contrary peint of view that once domestic merketing possibilities are
expanding and profitable, industry may lose interest in the less profit-
able and more difficult and more competitive export business, Civen the
possibility for fairly high utilisation of capacity for proufitable
domestic business it was said to be difficult to see where the incentive
would come for a strong export push,.

There were different reactions to this, and to the question of
differences in profitability of export and domestic sales. The picture
that seemed to be indicated is that in present recession conditions and
taking account of the present export subsidies, there are many industrial
fields in which the profit situation is not very different as between
domestic sales and exports. However, it was conceded that there are
also many industrial lines where the returns on local business are better
than on foreign business, even at present, and that these differences
would be likely to increase with substantial recovery of the domestie
industrial market. Nevertheless there was a concensus that export
business would continue to expand even with industrial recovery and a
more favourable profit situation on domestic sales. The prineipal
reasons for this view seemed to be the heavy pressures by the Covermment
for exports, ineluding the linking of exchange availability for particu-

E.
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es to the exports of those companies. Industry was also said
to have from the recession that it is unwise to keep
all the sales eggs in the domestic market basket,

|
|

There was some further discussion about the outlook for recovery
from the industrial recession., It was said that prospects are generally
looking up and that on the basis of domestic conditions alone it would be

to foresee a rapid rise in industrial production, Business
expectations remain, nevertheless, uncertain because of foreign aid
uncertainties and the consequent possibility that before recovery could

3
:
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for larger exchange availabilities than at present for "maintenance imports",
that is, raw materials and components, and balancing equipment,.

Mr, McNamara then asked the views of the industrialists about the
relative efficiency of public and private enterprise. In reply it was
said that there has been a great change in recent times in Covermment
attitudes on this matter, As a result there is not/much greater government
concern over the efficiency of public enterprise and a much more cooperative
government attitude in enlisting assistance from the private sector to run
public enterprise (e.g. persuading Bharat Ram of the privately owned Delhi
Cloth Mills to run Indian Airlines) and toward providing greater scope for
industrial expansion in the private sector. It was said that the government
is very much aware of past mistakes in establishing and operating public
industries and was definitely attempting to aveid a repetition of such
mistakes. Consequently there is no longer much dogmatism in the govermment
approach to industrial expansion and a number of joint seminars and other
examples of public-private consultation were mentioned in connection with
problems of industrial operation and industrial expansion. It was said
that the private sector would be further strengthened by more joint ventures
with foreign companies. It would help to increase such ventures if the
industrial countries would provide double taxation relief for their nationals
investing abroad, Double taxation was said to be an important obstacle to
greater foreign interest in joint ventures in India,

WMG: bw
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Meeting with Dr. Triguna Sen, Minister of Education, in New Delhi, November 19, 1968

First priority in the educational sector of the 4th Plan is to achieve universal
education; this requires emphasis on teacher training.

They have started an adult literacy program pilot project: 40 lessons over 3 months
for functional agricultural literacy; approximately 25 rupees per adult.

They need to apply this program to 100,000,000 people.

They propose to 'vocationalize" grades 8 thru 10.

Robert S. McNamara



SUBJECT:

INTERNATIONAL DEVEL  ENT l INTERNATIONAL BANK FOR : INTERNATIONAL F | NANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
OFFICE MEMORANDUM
Files DATE: November 21, 1968
Basil G. Kavalsky

Note om Mr McNamara's meeting with the Minister for Bducatien,
Dr Triguna Sen, at £.45 p.m. Tueeday, November 19, 1968, Shastri Bhavan,
New Delhi

Present were:

Oovernment of India

Drr Triguna Sen, Minister
Profouor Sher Singh, Deputy Mtnil‘ur
Mr Fhagwat Jha Aszad, Minister of State
Mr G.K. Chandiramani, Secretary
Dr Atma Ram, Director (General, C3IR
Dr D.5. Kothari, Chairman, 'iniversity Grahts Commission
Professor M.V. Mathur, Director UNESCO Centre for Educational
Training
Mr J.P. Naik. Educetional Adviser for Primary Education
Mr 0.V. Ramakrishna, Deputy Secretary, Ministry of Finance

*  World Bank 2 v,

Mr Robert 5. McNamara ¢
Mr Oregory B. Votaw
. Mr William M. Oilmartin
Mr Rainer B. Steckhan
Mr Rasil 0. Kavalsky

After an exchange of greetings, Mr McNamare stated that he appreciated
both the importance of education in a country such as India and the
difficult problems which this field presented. He recognised that an
institution such as the Bank could only play a very small role and the .
purpose of his visit was to acquaint himself with the present situation and
how it was expected to take shape over the next Plan period. At this
point, Dr Sen presented him with a folder containing some of the important
statistical information about Indian education. He noted that literacy,
at %2 per cent was still very low and that the achievement of the
constitutional commitment to provide free and compulsory primary school
education still lay in the future. He saw the main priorities as, firstly,
teacher training to raise standards and extend education further and,
secondly, the need to 'vocationalise' secondary education. This last
raised the question frem Mr leNamara as to what precisely the concept meant.
As Dr Sen explained it, 1t.;ppurodt.oboruhtdm-rdehm¢in¢m
general attitude of the student towards work and gearing*his education to
the manual activities that most students would undertake in later life,
particularly in agriculture. It did not mean providing the student with
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an ogcupstional skill. In response 0 a question from Mr McNamara,

Dr Sen repliesd that this progras did appear to have the desired effect
though at present it is only bLeing carrisd out on a selective basis.
Extending it to the whole sscondary school population would cost sn
sstinated Rg 50 crores, sost of the money beingz spent on equipment.

Mr Mellamara's next question was whether it was expected that growth
rates during the Fourth Plan would be better than in the past. Dr Sem
answered that the average growth in emrollments was expected to be slightly
higher though there would of eourse be wide variatioms between States,
with those with heavier enrollments having a slower growth rate. Looking
through the statistical data which the Ministry had provided, it was
noted that enrellment of girls still lagged badly behind. Mr Nolamara
asicsd gbout the proportion of women teashers (30 per cent). At this peoint
Or Sen reiterated that the “lan would give priority to making primary

was cited. Dr Sea argued that this was the result of a shortfall im
economic growth and that a resusptiiom of grewth would absord much of it
0f all mniversity graduates cnly 4 - 5 per eent were registered
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Kosi Project, Purnea Bihar
Meeting with Project Administration and other State Officials
November 20th - 11:00 a.m.

Present:- Bihar Govermment - gsee attachment
Central GCovermment - Mr, Sivaraman, Secretary, Dept.of Agriculture

World Bank - Messrs. McNamara, Votaw, Cilmartin,
Clark, Steckhan and Bohr

Mr. McNamara asked how the extension work to assist the farmers
tc take advantage of the new crop varieties and practices was organised.
Mr, Chakarvarty, the Kosi Area Development Commissicner, showed

¥r. McNamara an organisaticn chart and said that each block ecnsisted of
about 60,000 acres and 10,000 farms. There were 2L village level workers
per block and together they were able to assist about 2000 farmers in
drawing up farm plans - about 100 per village level worker. The
farmers who wanted this sssistance were generally those with 5-10 acres.
These were mcre progressive than either the very small farmers or

the very large ones. The dis:ribution of farms by size was roughly

as follows:

2. Mr. McNamars then asked how credit was made available to fammers.
He was told that cooperatives could loan a member up to Rs.2000 per crop
These vere short term loans repayable at harvest. It was possible to
borrow up to Rs.5000 a year with three crops but only Rs.2000 was supposed
tc be cutstanding at any cne time. There are about 20 cooperative
societies in a block, They were operating in 80f of the villages and
62% of the farmers were members. Some short term credit was also available
from the State -~ Agriculture Department for farmers not members of
ccoperatives.

3. In addition to short term loans the Land Development Bank,
recently set up in the State, provided 7 year loans. This bank cbtained
its funds from the Reserve Bank, the State and its cwa resocurces.
Debentures issued to finance specified approved area programs were given
special support; 90% were purchased by the Agricultural Refinance
Corporation and 10f by the State. The cperations of the bank were
assisted by the great increase in land values that resulted from
installation of tubewells. In assessing the value of
the pumpset as security far a tubewell loan the estimated value

the installation of the well was used. The Bank would le

cost of the well. The total cost far an average well was about Rs,.9000.

:
¢
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In addition the farmer had to advance Rs.2000 for the necessary
power connection,

L. The State Bank was also starting to lend tc farmers in the
area. A scheme had only just started in two districts to lend to
farmers with 25 acres or more. One ofice had been set up and 300
applications had been received., Mr, McNamara asked how many farmers
in Bihar had over 25 acres. The answer was that of the L millien
10% or L00,000 had farms of 25 acres or more. The State Bank scheme
aimed to reach 1000 farmers. The Rank was aiming at the mariet
cutside the cooperativesj the approach was experimental.

-

Se Mr, McNamara asked what help was available for the small
farmer, He was told there was a scheme for the joint purchase of a
tubewell by several farwers. It was considered that a tubewell
required 15 acres to be a profitable investment, although there were
exceptions. To date, the joint purchase scheme had not had much
SUCCess.,

6. Mr, McNamara asked about the future plans for development
of the area., He was told that financial requirements for the next
five years amounted to Rs.125 crores. This figure included Rs.50
ereres to finance fertiliser purchases and other short term items
as well ap finance for new investesent in the area. There were
800,000 farmers in the project area.

Te Mr. McNamara asked for some indices of change to show what

had happened in this area since the project. In addition to the
figures on production in the printed material provided by the Ministry
of Agriculture, it was mentioned that L years ago land cost Rs,200

per acre, This same land today with irrigation was valued at Rs,L000
an acre and they expected the value would increase to about Rs,8000 per
acre., Very little land was changing hands. It was slsoc stated, in
response to a question, that the small farmers, those with less than
2dacres, had not participated in the general growth of oustput and
improvement of yields.

8. Mr, McNamara asked what happened to the increment of income
indicated by these changes. (He had been told earlier at cne of the
farms visited that income per acre had increased 10 times since before
irrigation S years age). He was tocld that none went into taxes since
land revenue was fixed at Rs.6 per acre. Alsc that there had been a
sharp increase in the purchase of life insurance and in small savings.
There was a proposal of the State Bank to set up one man branches to
collect savings. The Bank did not have any experience in this sort of
operation and did not seem clear on how to go about it or whether it was
!lﬁl'ﬂ.hih.

9. Consicering the change that was taking place with the introductien
of mechanisation Mr. McNamara asked how these changes wonld effsct labour
requirements in 10 years time, Mr, Sivaraman answered that some studies
they had made indicated labour demand would be increased by the type of
mechanigsation contemplated., This was because mechanisation made three crops






Bihar Covernment

Mr. S.A.F. Abbas - Chief Administrator, River Valley Projects
Mr, 5., Chakarvarty - Development Commissioner, Kosi Area

¥Mr. R. Dutta - Chief Engineer, Kosi Project |

¥r, B.¥, Ojha - Enginecr Member and Chief Engineer, Bihar State

@.utrloiw Board
Mr. R.D. Pande « Secretary, Department of Cocperation and Sugarcans
Mr, H.3, Hac = Adviser to the Covernor

Mr., S.P. Srivastava - Managing Director, Bihar State Coocperative
[Land Mertgage Bank

Mr. R.X. Srivastava - Managing Director, Bihar 3tate Co-operative Bank
Mr., H.N., Thakur ~ Agricultural Production Comaissiomer
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Kenneth A, Bohr

Meeting with Calcutta Metropolitan Planning Organisation
(CHPO) and Development Commission West Bengal

November 20th, 1%8 hxjo P.n,

Present:

Calcutta Group Mr. A, Niyogi -~ Commissioner, Development & Planning
T4CP) Department, West Bengal

Mr. M9, Kutty - Director, Regional Planning, (CMPO)

Mr. R. Gupta -~ Chairman, Calcutta Metropolitan Water &
Sanitation Authority

Mr. C. Rosser ~ Chief Consultant, Ford Foundation

Mr. Govinda Dey - Mayor, City of Calcutta

and others (see complete list attached)

World Bank Messrs. McNamara, Votaw, Gilmartin, Clark, Steckhan
and Bohr
y 1 The meeting was opened by Mr. Niyogi, Commissioner, Devel cpment

and Planning who spoke of the importance of Calcutta and therefore of its
problems, and of the efforts to deal with these prcoblems from the planning
gide,

2. The city was of vital economic importance to the whole eastern
region of India: it was of importance for defence because of its location
and it was of political importance because of the nature of the disturbances
within and threats from withot. Its urban growth was bound to contime
because there was surplus pepulation in the adjagent rural areas even now -
and this growth would only compound its present difficulties.

3. Ford Foundation had given valuable help in the organisation of the
CMPO and in the development of plans for the metropolitan region. WHO

had helped in the formlation of a water supply and drainage scheme.

The plans were drawn upj the problem was to execute them,

k. To meet this problem the CMPO was changing from a purely

planning body to a2 planning and executing agency. The aim was for government
departments to have their investment plans approved by the CMPO. It was

not made clear how much success had been achieved along these lines in view
of two great problems: resources and organisation.

S. All municipalities were running deficits., It was possible they
could be made viable as far as providing municipal services was concerned.
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but they would not be able to raise capital. The State Government
was a possible but reluctant scurcej the Central Government has given

some indication that scmething special for this particular area might
be dene.

6. At present they did not have the organisational capability to
execute the work that had to be done., There was a multiplicity of

agencies, A main recommendation of the CMPO was to cemtralise services -
a transport autheority, a water sutherity ete. A Water and Sewerage
Authority had been set up in 1966 but was not yet cperating.

Te Mr. Niyogi singled cut for special mention the legal difficulties
encountered in acquiring land for public use. This was a very legal
minded area. It was necess:ry tc find legal remedies for the cbstruction
of public works by land owners and, perhaps more fundamentally; a way to
econvince pecple of the benefits that would acerue.

8. The important categaries of the CMPO plan weret
a. Water supply, drainage and sewerage
b. Read traffic and tramsport
¢. Slum clearance and rehabilitation of slum dwellers
d, Land development in the Central Metropolitan District (CMD)

for better use
e. Development of areas cutside the CMD to relieve some of

the pressure of population growth in the CMD

The Commissioner felt that execution of these plans would help to counter
the frustration which fed the widespread unrest in the city today.

9. The Directer, Regional Plamning, CMPO, Mr., M.U, Kutty then gave an
explanation of the plan iteelf with the assistance of charts and graphs.
The points discussed and the substance of the discussion were as follows:

El_ltin
10. The present population of 7 million in the Metropolitan area is

expected to grow %o 12 million in the next twenty years as the result
of both matural increase and immigration., Because of the high rate of
immigration with a high proportion of men in search of jobs there were

twice as many men as women in the city. This in itself created special
problems.

The Port

11. Mr. McNamara enquired about the state of the pert. He understood
that it handled LO per cent of the coumtry's exports and 25 per cent of

its imports. It was peinted ocut that traffic had been stagnating for

the last few years while costs had been increasing. These were the
operating costs of the port itself (in current prices). In addition, the
average turn arcund time for ships was 17 days. (For further details of the
difficulties of the port see notes on meeting with Port Commissioners,
November 21 « 3:30 p.m.)
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Pressure on Utilities

12. Charts were displayed to shaw the decrease in available water
per capita since 1931, the growth of Howrah bridge traffic and suburban
traffic faster than population, and the very inadequate rate of
construction of houeing units in relation to the population growth.

Housing

13. The housing problem was particularly acute. It was estimated
that 100,000 sleep on the streets. Not all of these were technically
homeless; perhaps 20-30,000 were. It was common practice for 20-30
pecple to rent ome room for an addres: for mail and ration card and then
sleep in the street. It was estimated that half the city's population
lives in 1 room accommodation of about 100 square feet with an average
of 4.5 people per room - communmal water and latrines.

k. It was pointed cut by Mr. Rcsser that because of the acute housing
shortage there was nc program of slum clearance as such. While there was
a need for 40,000 new units a year (the city grew by 200,000 a year)

enly 10,000 units were being built. The aim, thereforej was to make the
slims a little more tolerable and to censtruct public housing in new
areas where the city can best grow. In addition there was a program

tc develop new technology for comstruction of housing. Without a cheaper
way to build housing no large program seemed possible.

15. The prospects of success in developing cheaper construction:

were not yet clear. It involved developing a better technique, reducing
coste and selling a new technology to the building industry. In

the goal of better housing for Calecutta Mr. Rosser pointed cut that the
standards must be realistic. There was a Covernment policy from Nehru's
time favouring only two-rocm houses - or in effect no slum clearsnce unless
substantial houses were built. It seemed more realistic to comstruct
housing closer to what peocple had and put emphasis on increasing the
mumber of units and improving sanitary facilities.

eme of the transport problems of Calcutta arise from the faect that
on anridsland in a swamp. Land is precious and enly 6 per cemt
is given to roads - much less than in Bombay and Delhi.
Under such conditions - expensive roads on expensive land - the efficiency
of traffic movement is most important. Along with the propoeal for public
transport it is proposed to build two new bridges across the Hooghly - one
in the city and one north of it.

Plan for next five years

17. The CMPO had mach lese emphasis on control of land use than usual
with eity plans. It was much more of an investment plan. For the next
five years the ewphasis was on investment rather than policies. Mr, Rosser
said that the plan documents produced were needed to establish the
credentials of the CMPO;the real job was to put the plans into actien,
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18. The plan requirements were Rs.79 crores divided as follows: Water
supply and drainage, 49 percent. Traffic and transport L3 percent,

and housing 8 percent. The foreign exchange cost was about 2 percent.
This does not include any large expenditure on the port. In the

opinion of CMPO it required Rs.lS crores per year to stabilise the
situation} recent expenditure had been about Rs.5 crores per year.

19. Mr. McNamara said it appeared to him that the situation had
deteriorated, no steps had been taken to establish the organisation
needed to deal with it and there was no prospect for money, It was
indeed a fine plan but it remained a shell. He noted that a Central
Water and Sewerage Authority had been set up two years ago but still was
not in operation. He did not see any prospects for accomplishment under
such eonditions.

20. In "answer" to this last point it was explained that the
Authority required increased water charges to cbtain funds to operate and
the General Couneil set up over the Authority and including represenmtatives
from all the municipalities invelved cpposed the necessary increases.

21. Mr, Rosser noted that the will to develop was weak but business
had a large stake in this problem and he did not think it was hopeless,
Mr. McNamara said he also did not think it was hopeless or else he would
not have been there.

22, The Mayor pointed ocut that the tax payers are carrying the burden
of many who do not pay and that it is very hard to raise money without
some assurance that something will be deme.

23. Mr., McNamara thanked all who had come and contributed to the
meeting. He told them they had to do something - humanity was being
dlltrW'd.



¥Mr. R, Cupta - Chairman, Calcutta Metropolitan Water & Sanitation Authority

Mr. B.P, Sen Cupta - Finanee Director, Calcutta Metropolitan Water & Sanitation
[Authority

Mr. S. Chatterjee - Chief Engineer, Calcutta Netrcpolitan Planning Organisation,
/Development & Planning (T&CP) Deptt:

Mr. K.C. Sivaramskrishnan - Director, Asansol Planning Organisation and Chief
[Executive Officer, Durgapur Development Auth:

Mr. G.X, Chowdhury - Senior Land Plammer, CMPO
Mr. S.K. Roy = Chief Traffic Engineer, Calcutta Metropolitan Planning Organisation
Mr. C. fosser - Chief Consultant, Ford Foundation Advisory Plamning Group

Mr. A. Niyogi - Commissioner, Devel t and Planning (T&CP) Dept. Govt:
of West Bengal

Mr, ¥,0., Kutty - Director, Regional Planning, Calcutta Metr tan
ty s Regi ’ “tin.m

Mr. J. Madhab - Capital Budget Specialist, Calcutta Metropolitan Planning
frganisatien.






Meeting with S.K. Roy, Home Secretary and former Commissioner of Town and
Country Planning (former head of CMPO), in CalEutta, November 20, 1968

Mr. Roy is highly intelligent, well informed, and articulate.

He said the basic plan remains where it was when he left 1-1/2 years ago and
he is concerned as to why nothing gets done. The answer is that Calcutta
itself; there is no will to act.

The biggest stumbling block is not finance, it is organiiﬂhtioual deficiency.
There is no proper organization for the execution of the Plan. In the 3rd Plan,
200 million rupees were available but they would spend only 90 million rupees
because of organizational limitations.

Action steps:

a. It might be wise to set up in the State Govermment a separate Ministry
for Calcutta or possibly for urban areas.

b. Reorganize metropolitan sewer and water authority to permit it to function.
Its governing board is a bedlam now and never decides anything. If it has funds,
it still wouldn't act.

c. Immediate organization of metropolitan boards for transportation, slum
improvement, etc.

d. Once they have obtained funds for development, they should take up
selective programs of popular appeal: the first should be for slum improvement;
it would have the widest impact. The second priority should go to water and
sewage. Next should be traffic and transportation; even without building bridges
and highways, they could start on low-cost improvement program.

It will be difficult to raise local resources in the initial stages of the
program. They will never catch up with the problems of Calcutta if they allow
it to grow uninhibited: they must divert expansion to other areas by developing
other metropolitan areas.

Robert S. McNamara






Meeting with Mr. M. V. Basu, Chief Secretary in West Bengal, in Calcutta,
November 21, 1968

The development plan for the State excludes Calcutta which they hope to support
from other sources (584 crores for State vs. 82 crores for Calcutta).

Family planning: Bengal population at present is 43 million, increasing 2.9%

per annum. The birth rate is 41/1000; death rate is 11/1000 and will drop to
8.5/1000 in 1971. 1In 1967 they shifted their program from temporary to perm-
anent methods of population control. If they can control births of over 3
children per family they could reduce births by 1/3. They are not promoting
the reversibility of sterilizationm.

Food, agriculture and irrigation: Food production rose 2% per annum vs. an

increase of 3.5%: as a result, prices rose. But the 1968 food crop is large

and prices fell. People switching from rice to wheat. Supplies of proteins are
1nadequate(because of partitioning(?)) in relation to the demand; in cereals, should
be self-sufficient by 1969.

In 1968 they had only 9% of rice in high-yielding varieties. The main barrier

to more rapid shift is water limitation: only 20Z of lands are irrigated.

Aim is to expand irrigation by tube-well program. Irrigation also is required

as drought insurance. In the past, tube wells financed by 80% loans from

the State; if future cooperatives and commercial banks will come in, the 4th Plan
will provide for 50,000 more financed from all sources, and could easily use an
additional 50,000.

Of 16 million acres in Bengal, 14 million are cultivated, of which 3.7 are
irrigated. The 50,000 wells will add 250,000 acres. Further desirable irrigation
is limited by lack of funds.

Two month ago northern Bengal was devastated by floods caused by lack of funds
for flood contro. In three days they had 35 inches of rain, slides caused

a lake which burst with devastating effect. There were 2700 deaths; 60,000
cattle were lost. The flood control project would cost $500 million, with

$40 million in the first phase over first six years.

There is a shortage of credit for optimum use of new technology (exclusive
of requirements for irrigation). They can meet only 20% of the requirement.

There is lack of storage capacity at all levels; substantial losses result
due to pests resulting from lack of storage at the farm level.

Robert S. McNamara
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Meeting with Chief Secretary, West Bengal and other
State Urficials
November 21, 19& 10!!;5 a.m.

Present:

Govt: of West Bengal Mr. M.M. Basu - Chief Secretary
e@w-ﬂr. S.B. Roy - Commissioner for Home Affairs and
/Secretary Home Department
Mr. B.C., Ganguli - Development & Planning Commissioner
Mr. H.C, Datta - Jt.Development & Planning Commissioner

Govt: of India Mr. Govind Narain - Secretary, Health, Family Planning
/and Urban Development
World Bank Messrs. McNamara, Votaw, Gilmartin, Clark, Steckhan
and Bohr
1. The Chief Secretary, Mr, M.M, Basu spoke of the difficulties of

finding rescurces for the State's five year investment program of
Re.58l erores. (The program did not include funds for Calcutta) Part
of the funds were to come from the State and part from the Qentre. The
cutlook for the State's contribution was not bright. Revenus was not
sufficient to balance current (non-plan) expenditures and additional
expenditures for dearmess allowances for State employees and for
maintenance which was badly needed, were expected to total Rs.29 crores
over this period while on the basis of the recent report of the Finance
Commission, the Centre would provide only Rs.l2 crores.

2. The first prcblem was to balance current revemme and expenditure
and the main gquestion was how to raise the necessary additional revenue.
He thought a sales tax was the most feasible possibility.

3. To increase their difficulties, the recemt floods in North Bengal
had not only stopped tax collaections but had probebly made it necessary
to remit taxes already paid by those in the affected areas. Flood damage
h:: been estimated at Rs. L0 crores; their budget for flood relief was

3=l crores.

k. Mr, McNamara asked whether the increased income in agriculture would
give an inecreased tax yield. In the discussion that followed some expressed
doubt as to whether there would be much increase in agricultural income
because of rising ccsts. Others thought that if an increase did cccur

most of it would go into inereased food consumption by small farmers and
1little would be "awvailable", but it was finally conceded that there
probably would be an increase in income that might be used atside the
sector.



o B w November 26, 1968

5 Mr. Mclamara then asked how much of any increment would be
captured given the existing tax structure. The answer was very
little 4if any. The land tax was fixed and the tax on agricultural
income was very nominal and difficult tc collect and, as a matter of
policy, there was no sales tax on rice or other food products. Most
of the revenue from agriculture came from the tea estates.

6. Mr. McNamara said that it seemed to him that the situation
was roughly as follows: agricultural income would rise; there were

no real plans t¢ tap this increment of income, and at the same time
there were great meeds for additional rescurces to finance the
development plan. He asked whether other States were able to collect
more of the increment of agricultural income than West Bengal. The
opinien was expressed that zll were in the same boat and no State did
particularly well in this respect, It was also noted that the cost of
tax ccllection from small farmers was extremely high.

Te. The needs of Caloutta were not included in the plans for West
Bengal. The government had decided to treat Calcutta separately in the
hope that it could receive some pricrity in itself. As far as the
State plan was concerned, Rs.LSk crores was consistent with past
expenditures during the Third Plan. Considering price rises since
then, nothing less than 500 erores would represent much of an inecrease.
The revenue budget, i.e.the non-plan expenditures, was 240 creres.

8. The discussion returned tc the prcblem of raising revenue and
it was pointed cut that a possible source of additional revemue, a tax
on paddy, had been exeluded as a matter of State policy for many years,
Mr., MoNamera asked whether it would be possible to tax agricultural
inputs - specifically why not tax fertiliser? the answer given was that
it would be inconsistent to go from a2 situation where fertiliser was
subgsidised, as was the case until recently, tc one where it was taxed -
even when it was in short supply as he was told was the case at present!

Fe Mr. McNamara said that it scemed %o him that with new developments
new problems arcse. Agricultural income was rising. Traditiomally it
was not taxed but conditions had changed and a new lock was needed. It
seemed to him the State GCovermment would have to find some way to tax the
inecreased agricultural income.






Meeting with Port Commissioners, Calcutta, November 21, 1968

There are three problems: decline in traffic, setting of river with high
maintenance costs (costs have risen 10 times), and weak financial position.

Farraka barrage is planned to save the Port of Calcutta and they have started
Haldia, a new port for bulk traffic, 65 miles down river.

They cannot now operate the port for approximately 1/2 of the days of the year.

After Farraka barrage they"will have an optimum port for general cargo.”
Tonnage estimates: 1967 = 9 million and 1975 - 8 million; Haldia, 1975-13 million.

Robert S. McNamara






Meeting with Mr. Govind Narain, Secretary, Family Planning Division, in
Calcutta, November 21, 1968

Able, energetic, intelligent, articulgge administrator. 15-20% of loop users
have bleeding, back ache, etc. They are carrying on research to reduce ill
effects: in the long run, use of the loop should expand greatly. Sterilizations
had rapid rise to last year —— 1.8 million. 1In 1967, in 17 randomly selected
cities, 95% knew of family planning; 65% accepted, and 35% practiced. In rural
areas, 65%; 35%; 15%Z. There is a deliberately based program on a voluntary pro-
gram to avoid religion and political opposition. This has been the foundation

of their success. The compensation they use is to remove a disincentive and

will be gradually reduced. They are not wedded to any particular method: cafeteria
approach. Condom campaign within three years will protect ten million people
with 700 million condoms. There is a ten-year prospective plan to lead the

100 million reproductive couples. Practitioners, in the next five years, hope

to capture 45 million. By the end of ten years, they hope to reduce the birth
rate from 42/1000 to 22/1000. The death rate will decline from 16 to 11. Cur-
rent year budget is 370 million rupees and 4th Plan 5 billion rupees with foreign
assistance component of 1.2 billion [should not the Bank participate?]. Mobility
of the staff must be increased as rapidly as possible: need 6000 vehicles in

4th Plan which aid is financing.

On the social front, they are proposing a law to raise the age of marriage for
girls from 15 to 18. Also, they propose to loosen abortion law.

They have asked the UN to send an evaluation tem in January, 1969.
The Government has procured from religious leaders research and quotes from their

texts in support of family planning and then disseminated it. They have developed
a list of 2.5 million opinion leaders to receive their mailings.

Robert S. McNamara
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Meeting on Family Plamning, West Bengal

November 21lst, 1968 11:15 a.m.

Present:

West Mr.5.R. Das - Segcretary, Department of Health
Dr. K.C. Sarbadhikari -« Director of Health Service
Lt. Gen. AKX, Dev ~ Additional Director of HealthServices
Dr. Kirk 7. Mosley - Ford Foundation Consultant

Govt: of India Mr. Oovind Narain - Secretary Health, Family Plamning
end Urban Devel opment

Werld Bank Messrs. McNamara, Votaw, Gilmartin, Clark, Steckhan
and Bohr

1. The presentation ef the State program for Family Planning was
made by Mr. S.R, Das, Secretary, Vepartment of Health. He pointed cut
that in 1951 the population of West Bengal was 2 million. By 1961 it
had reached 34 milliom and in 1966 it was estimeted %o be )3 million.
The present annoual rate of population growth in the State was 2.8%, higher
than the all India average. In his presentation he rcfcrulto‘m-tl
and tables in the becdklet on family plamning prepared for the meeting
and noted in particular that last year the emphasis had shifted teo
steriliszation and that there had been some difficulties with the IUCD

progran,

2. Mr, McHamara commented that no country had gained such publiec
acceptance for family planning and that this was the essential first step
to any successful program. He had been impressed with the effarts taken
in this program but he realised the problem was an extremely difficult
one, He then asked whether a shift to sterilization was a temporary

or a permanent change in the program.

3. Mr. Narain answered that it did not represent a shift in

it was an important part of their overall program. The attempt was to
promcte the use of various devices during the early years of the family

and then emphasise sterilization after, say, three children had been born.

He pointed cut that if they could conmtrol birth after three children it
would be pessible to cut the rate of pepulation growth by 1/3rd.
Sterilisation also had a particular merit by committing a family tc the
program and thus help spread the gospel and male sterilization was reversible.
He also noted that the sterilization program was most successful in rurael
areas.

ke Mr, MoNamara enquired about the eompenmsation given for sterilisatieam,
Family planning, it was explained was a State subject. The Centre formulated
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general plans for the program and the State acted within guidelines set
by the Centre. Pay was given as compensation for legitimate costs,

such as transport to a2 climic for sterilisation. It was considered

that health education and training were more important than compensation
and would grow in relative impertance. Disincentives, such as not
allowing 2 third child free tuition or free medical care were extremely
difficult at the existing level of living. Some tea gardens did

have schemes for discouraging large families but not the State.

Se Mr, McNamars asked about the experience they had in the
influence of other factors on reducing the birth rate. It was noted
that education helped but it was more expensive to provide than the
services of family plamming. Some figures weres given on the mumber
of teachers and schools required tc remove illiteracy in the State.
Mr. Mclamara noted that population prceblems still existed in some
countries with high lewels of eduecation.
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Meeting on Agriculture, Irrigation and Food Vest Bengal
November 21st, 1968 11:4S a.m.

Agricul ture Mr. B.R. Gupta -~ Food Commissicner & Secretary
/[Food and Supplies Dlplr‘l.!lt'

Mr. €.D. Gupta - Economic and Statistical Adviser,
[Foed and Supplies Department

Mr. AK. Majuadar - Seeretary, Irrigation & Waterways Dept.
/and also Secretary, Cooperation Dept.

Govt:of India Mr.Govind Narain - Secretary, Helth, Family Planning and
/Urban Development

World Rank Messrs. McNamara, Votaw, Gilmartin, Clark, Steckhan
and Bohr
1. Mr. Mc¥Nsmara asked when the State might be self sufficient in

food, Mr. Gupta answered that it might be self-sufficient in cereals
by 1970 or 1972 but it would continue to be deficient in proteins,
Fish, meat and eggs used to be received from what is now East Pakistan
and they contimued to depend on other “tates for these as well as
ml.l-.'c

2. Mr, Melamara asked what percentage of the rice sown was of a
yielding variety. He was told that 9% of total was the target for
1 9. The main difficulty to more rapid expansion was the lack
water during the summer menths, It had been estimated on the basis
geologieal survey thet it would be possible to put dowm 100,000 shallew
tubewells. The State program for the Fourth Flan was 50,000 shallow
tubewells and 1000 deep tubewells. The deep tubewells were in particular
areas where shallow drilling would not be sufficient. By deep they meant
1000 ft. or more. The shallow tubewells would receive State loans
block develeopment of ficers for 80% of their coats. The Coops were alsoc now
giving some credit for tubewells.

3. The discussion turned to the problems of irrigation and

Mr. Majumdar said that of the 3 major irrigation projects in the State,

two, Damodar and Mayurakshi had been completed but Kangsabati which had

been under construction fer 12 years was not complete and would not be
completed within the Fourth Plan because of financial limitations. It now
irrigated 125,000 acres; on completion it was expected to irrigate

950,000 acres. Of the 1h millicn acres of farm land in the State, 3.7 milliem
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were irrigated, of which 1.6 million were irrigated by the government.
The program of 50,000 tubewells for the Fourth Plan wonuld make possible
the irrigation of 250,000 additional scres. The acres per tubewell
was low because the crop was paddy and required heavy watering.

k. Mr. Majumdar next referred to the reclamation of the Sunderban
areas along the coast. There were 8000 sq. miles of this coastal area,
5000 had gone to Pakistan, 3000 remained in West Bengal. There were
2,200 miles of earthen embankment in West Bengal cting the
reclaimed part of this area from the sea. In 1959 a large reclamation
project had been designed with the help of Dutech consultants, Its total
cost would be Rs,200 erores. The first phase, costing 19 erores, would
reclaim 125,000 scres. The report for this phase was now complete.

S. Not mach had been done on the flood control in the State as a
whole. The Damodar 7alley development had controlled fleoeods in that area
but in Nerth Bengal wvery little had been done. The recent devasting
fleoeds in that area were particularly bad because land slides in the
mountains had dammed up the Testa river and these gave way suddenly.
There had been 2700 deaths and it was estimated that 60,000 cattle were
lost. There was a project for the Testa valley estimated to cost
Re.340 crores. The first phase, with a cost of 26 crores would take

six years.,

6. Mr., McNamara then asked what the most immediate problems in
agriculture were. “ne answer was that credit was a major bottleneeiks.
The Coops were unsble %o meet the needs of all farmers. However an
opinion was also expressed that credit was only required for ome crop
of high yielding varieties. The returns were sufficient to obviate
the need for further ecredit. The physical problem of lack of storage
at farm level teo prevent substantial loss dwe tc pests and also at the
trade level was also mentioned as an immediate problem.

Te Mr. McNamara then asked about wmanpower requirements in agriculture.
He understood there was a surplus of manpower now. Would it increase or
remain stable? It was pointed cut the area of agricultural land per
capita in West Bengal was about 1/3 acre, which did not allow for much
absorption of labour. It was expected that the surplus would increase.

8. Mr. McNamara said it seemed to him that with the change in
agricultural technoclogy a sequence of events would take place. First would
come the introduction of mechanisation which would lead to the forming

of larger plots and lower requirements far manpower. At this peint

if the family planning program did not have some impact, there would be

a substantial surplus rural population moving to the cities. He then asked
whether there was any chance to tap the increase in rwral income. The
reply was that it could be dme but that it was a political question.

Mr. Votaw asked whether it would be possible for farmers to pay more

for fertiliser and water and Dr. Patel suggested a higher rate o interest.
It was pointed out that the last three ministries in West Bengal were unable
to set a tubewell rate for water. It was finally done by the Jovermor
under president’s rule.

KAB1yd
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Meeting with Port Commissioner, Calcutta
November 21st, 1966 3:30 p.m.

Present:
Port Commission Mr. B.B., Chosh - Chairman, Port Commission
/Calcutta, and cther Commissioners
Govt: of India Dr. I.G. Patel
World Bank Messrs. McNamara, Votaw, Gilmartin, Clark,
Steckhan and Bohr
1. Mr, McNamara said he understood their port was dying. He

wanted to know what they were doing about it. The Chairman, Mr. B.B.
Ghosh proceeded to describe the problems of the port and the proposals
to deal with them.

2. He menticned three main problems: the lack of traffie growth,
the difficulties of maintaining the river, and the gemeral financial
difficulties of the port.

(a) Traffic through the port had been substantially
reduced at the time of partition due to the loss
of part of its hinterland. Prier teo that time
an extensive inland transport network through what
is now East Pakistan fed into the port. Alsc,
in recent years ccal traffic had declined and the
port had had no part of the growing irom ore traffic
nor of the oil traffic in both cases largely
because of the limited depth of the river.

(b) The port was responsible for 200 miles of river. The
physical effort of maintaining the river had increased
with time. This had been a very heavy burden to the
port and the Commissioners had requested the government
to relieve them of the entire responsibility for this
maintenance.

(¢) Largely because of the increasing costs of maintaining
the river, the overzll cost of maintemance of the port
which had been Rs.7-7% millicn in 1957 was over Re.70
million in 1967.

3. There were three propeosals which should ease the situation. The
first was to relieve the port of full responsibility for dredging the entire
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200 miles of the river. The recent Bhattacharya report made by the
former governor of the Reserve Bank had suggested the port be relieved
of B80T of the dredging cost but that the 12 miles directly i

the eity remain the responsibility of the port to maintain.
Commissioners considered that even this was more than they should have
te carry.

k. The second proposal was the development of a deep water p-t
at Haldia 50 miles down the river midway between Caleutta and the sea
This new port would handle the deep draft vessels far the Calcutta
area. This project was under construction.

Se The third proposal was the construction of the Farakka

to divert water from the Canges into the Hooghly and help flush the silt
from the river. Mr, S.K. Bhattacharya, the Pert's hydraulic engineer,
pointed cut that in 1936 there were 100 days flow of water to the sea.
The flow is now much less and the river is completely dried in its
upper regions for a good part of the year. For this reason the silt
deposited during the monsoen flow is not flushed. For most part of
the year the river is subject principally to tidal effects and
contirmous dredging is required to maintain the draft of 26 ft. With
the completion of the barrage, which is now under way, only 20% of the
present dredging activity would be required. Whereas in 1961 the 26f%.
depth was not obtainable at any time during the year, this depth is
now maintained for 70 days with the help of dredging. When the

is completed, it is expected that this depth will be maintained for 200
days and later increased to 300 days.

6. Although the Commissioners believed the engineering problems
of the port could be solved; the resource problem was another matter.

7. Mr, McNamara asked what percentage of general cargo could be
handled in the port with a 26£%t. draft considering the ecanomic size
of ships today. The answer given was that all the general cargo but
food shipments. DBulk grain carriers required more draft. It was also
pointed cut that with the barrage the minimum 26ft. depth would be
exceeded for part of the year.

8. Mr, McNamara asked about the expected growth of traffic for the
port. He was told that several s tudies had been made. In 19564-65
traffic was 11 million tons through Caloutta. At the present time it is
sbout 9 million tons. The projection for 1975 is 21 million toms for 1o
both Calcutta and Haldia combined, 8 being handled by Calcutta and 13 by
Haldia.

Fe . Mr, McNamara asked where they are dumping the material dredged
from the river bottom. He was told it was put back into the river because
there was no place beside the river that was not heavily inhabited. Some
time back the Salt Lake was filled but there was no further area available
to take the fill this time.

KAB:yd






Meeting with faculty leaders from the Calcutta Institute of Management,
Calcutta, November 21, 1968 (list filed Foreign Contacts Book)

Technologists instead of marketers have dominated Indian business and this
limits exports, e.g., machine tools and tea. A Mercedes, extra duty, is
cheaper to produce in India than in the FRG, showing that with efficient
management, India can be cost competitive.

They are producing only 650 graduates per year of business administration
schools, plus 5000 accountants, etc., vs. 15,000 annual requirement. Costs,
with efficient management, could perhaps be reduced 30%.

1st Professor of Economics: First priority in Calcutta should be to make it
"commutable."

2nd Professor of Economics: Business and public in Calcutta have become

cynical; the World Bank could pick up a project, do it, and show that something
can be domne.

Robert S. McNamara



Files November 28, 1968

Kenneth A, Bohr
Meeting with the Indian Institute of Management
November 21st, 1968 L:30 p.m.

Present:

Indian Institute of Management Dr. Krishna Mohan - Director
Mr. G.P, Chattopadhyay - Chairman, Post
Graduate Program and Provost

Mr. « Sen ~ Managing Director, Indian
Uxygen Limited

Dr. S, Tarneja - Director of Persomnel,
Salm Jain Group of Industries

Mr. AKX, Dutta -~ student I.I.M.

Mr. L. Biswas - student I.I.M,
Mr. L.L. Jayaraman - student I.I.M,

World Bank Messrs. McNamara, Votaw, Clark,
Steckhan and Bohr

p W Dr. Krishna Mohan, Direetor of the Institute spoke first of the
role of his institute. It had been assisted by Ford Foundation and the
Sloan School of Management -at M.I.T. and was started in 1964. Its role
was to train young managers, train managers already experienced, and
perform research for industry. In his view, management had not been
sufficiently emphasised in Indian development. Engineers were produced,
the plant was there, but management was slighted. In fact, he thought the
current recession was partly caused by management failure.

2. Mr. McNamara asked what evidence he had for that statement. He then
described several management problems which did not, however, seem
particularly related to the recession. The first concermed the lack of
adequate marketing arrangements in the fertiliser industry. This was a
problem and a management failure. The second was in the field of family
planning. According to hies analysis efforts should be focused on the

age group 15-19 rather than the whole range. The third example was
exports - he thought the effort for machine tool exparts was deminated
by technologists who were not sufficiently aware of design factars and
the marketing effort required. Tea was ancther example. He thought the
marketing of branded tea would be superior to the present anction gystem
and complained that the tea planter was only a planter and did not have
necessary imagination for efficient warketing.

3. Dr. Mohan next talked about the general management problem. It
was estimated that there were 108,000 managers in India. For the Fourth
Plan 20,000 new managers would be required. 5,000 might be trainees and
15,000 promoted to the job. At the sametime, the total cutput of school
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trained managers was about 660 per year ~ this he compared with the
5000 required. The 660 consisted of about 80 each from the Calcutta
Institute of Management and the Institute of Management at Ahmedabad
and 500 from various universities. In addition he pointed cut that

the capacity for on the job training was about 5000. A reflection of
this shortage was the pressure put on schools like his to run courses
and supply students for industry. For example, Hindustal Steel had

of fered to finance any student through the Institute with the provision
he would work for them for 5 years. There were also many requests for
consultant work.

k. Mr. Sen returned to the question of management failures. In

his view, the lack of cost control techniques was an important factor
effecting industrial prcoblems in India. He thought costs might be reduced
by up to 30% by more efficient management.

5. Mr. Tarneja suggested that wages should be related to performance
and productivity instead of time and dearmess allowances as they were

now, He also raised the problem faced by simple industrial houses when
they entered more complex industries, as for example, from textiles to
fertiliser and chemicals. This created management problems which could
be quite severe. There were difficulties in intreoducing prefessional
management enterprises in both private and public sectors. In the private
sector there was the awner type problem where professional management

was lacking. The corresponding public sector problem was the secretariat
type problem - management by secretaries where again professional management
was difficult to introduce., Dr. Mohan pointed cut at this juncture

that he was a marketing specialist, Mr. Sen a cost accountant and

Mr. Tarneja a personnel man if that had not already been evident.

6. Cne of the students then asken Mr. McNamara what he thought might
be common about the s tudent unrest found in many countries of the world
today. Here in India he said the prospects were so ppor the unrest was
understandable. Mr., McNamara corrected him - the prospects only seemed
poor he said, it is how the people thought about them and not how they
actually were. In America, students also feel that prospects are poor
although this is nonsense in relation to the prospects their fathers

and grandfathers faced. Mr., McNamara said he did not really know much
sbout the student problems in America except what he learned from his own
teen age children., He then told a brief story teo illustrate, His daughter
came home very late one evening on a trip from college. She told him she
had been riding 72 hours in a bus because she had stopped off in
Montgomery Alabama to take part im a eivil rights -march with Mirtin Luther
King. He was quite surprised, far as he told her, he too had been involved
in the same march; he had recently given orders to the Natiommal Guard to
protect the marchers! '

Te In his view there were four reasons fur the student unrest in the
States: The first was inveolvement in certain issues of the day such as '«
civil rights, the second was the lack of student participation in the
rumning of universities, a position which had some merit, the third was a
feeling that university training was not oriented to the realities of life,
and the fourth was the desire of a small group to destroy the existing
institutione. He said the greatest unrest seemed to be in the best schools;
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the brightest students seemed to be most effected. The only common
element he could see among the difficulties in variocus countries was
the speed of commnications which linked protest to protest and act
to protest.

8. One of the students said that the problem in their schools

was that they did not get a sympathetic hearing. 4s a result they
found the only way to get any notice or get anything improved was to
create a disturbance. Mr, McNamara asked if they believed that violence
was necessary for change. They disclaimed this, but he pointed out it
was inherent in their logic that if they did net get a hearing they
created a disturbance,

9 Another student asked Mr. McNamara how the bank allocated its
resources. He replied that as far as the bank money was concerned as
long as he asswmed as he did that the bank could borrow as mmch as it
needed there was no allocation problem. With IDA, the problem was
quite different because he did not know what he had to allocate. In a
matter of weeks he hoped the situaticn would be clearer. A student
then asked how he would allocate between a project in India with one
return and a project in Africa with 2 higher return. Mr. McNamara
said he realised his answer did not go tb the heart of the problem
but he could say that India would get L4OT of the IDA momey in any
event, What the bank was concerned about was the long run development
of the country and how best to bring this sbout.

10. Mr, McNamara noted that education in gemeral was an important
field and he thought that return on education wauld be especially

high. In response tc the comments that some firms did not realise the
importance of management metheds and techniques, he pointed aut that
the same had been true very recently in the U.S.A. When he came to
Ford Motor Company there were no management trained people and that

was after World War II. Finally he said he thought Dr. Mohan was
selling the family planning program short. The program was better than
he thought it was. The great first step of sceial acceptance had
been made. Without that nothing could be accomplished in this field.

KAB:yd
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Kenneth A. Bohr

Meeting with selected group of business and academic people
November 21st, 1968 5:30 p.m.
Present:

Businessmen: Mr. A.K. Basak ~ Managing Director, Indian Cables

Mr. AN, Haksar - Dy. Chairman, Imperial Tcbacco, India

Mr. D.J.D. Sussex - Managing Director, Ceneoral Electric Co.

Dr.Mrs. Lakshmi Mohan - Prof. of Marketing Research, I.I.M.

Mr, Thomas Mathew - !ﬁnutn Director, Fastenmer Divisiom,
Guest Keen Williams Ltd.

Prof. Ambika Ghosh - Pl- essor, Applied Economics,
Jodarpur University

Inder Malhotra - Assis Bditer, Statesman

Prof. Amlan Dutt - Head of Dept. of Economics, Calcutta

My, B.B., Ghosh - Acting Editor, Capital

Govts of India Dr. I.0. Patel

Warld Bank Messrs. McNamara, Votaw, Gilmartin, Clark, Steckhan and Bohr
1. My, McNamara said he was hn t© learn sbout their problems,

The bank played a small role but i trhdtolnhlpﬁl. He wanted to hear

their views on the problems of India and particularly those of West Bengal
and Czlcutta.

2. Mr, Sussex spoke first. He was concerned that the tariff on
components was frequently higher than the tariff on finished goods which
made it particularly difficult for local producers to compete with foreign
producers. He also thought it preferable if the banned list could be replaced
by tariffs. Mr. McNamara said the bank was willing to accept a modest

form of infant industry protection in bidding on the equipment for projects
it finaneed.

3. Mr, Mathew asked how the bank might help India increase exports
to other developing countries and went en to describe the difficulty Indians
had competing with Japanese exporters because the Japanese had the support of
a good export credit system. Mr. McHamara said that seemed to be a problem
of the Indian banking system not scmething for the World Bank.

k. Dr. Lakshmi Mchan asked Mr. Mcliamara where he thought it was best
to concentrate exports - nearby markets or large far away markets such as
the United States. She spoke with particular reference to machine tool
exports. Mr, McNamara said there was no doubt in his mind; he would
concentrate on the larger market seeking to get a small part of it and he
would go hard and spend money to get established in that market. Somecme
remarked that they were not permitted to use foreign exchange to build wp
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the market. Mr. McNamara pointed out the amount of foreign exchange
was not large.

Se Mr. Basak of Indian Gables said that the electrical cable
producers had formed a consortium and had just wom a contract in Xuwait.
This had been difficult and they had torealise far less than full costs
in order to get the contract; it was made possible by the various subsidies
given. Furthermore, the econowics of the cperation depended on being able
to sell the import entitlement given, which was possible -lrulqu
they could get the copper required {or mamufacture without using it, and

make a profit on it. They needed a premium of 50% on the entitlement. A
eritical factor in this business was the price of copper and India paid
more for its copper than its chief competitors, Italy, U.X. and Japan.

6. Mr, McNamara pointed out that the Indians do have a great

asset in the size of their internal market. lHe belisved that economies

of scale in manufacturing were not continucus; above a certain size there
were no advantages to an increase in the sise. He also peointed ocut that
economies of scale may not always be as important in intermational markets
as other factors. Many expeorters sell at lass than full cost and it was
very impertant, for example, to have advantages in purchasing raw materials.

Te Mr. Basak suggested that there might be wmerit in a system of
home order priority for exporters providing they met the lowest price.
This referred to bidding for public sector projects.

8. One participant thought the uncertainty of growth inhibited
business management in India. Mr. McNamara pointed out that the trend
was generally favourable; the internal market was bound t¢ grow wry
large. He could not see how temporary uncertainties could have an
inhibiting effect. Dr. Patel pointed out that dependency on public
investment gave a particular element of uncertsinty. Mr. McNamara said
he had been very impressed reading that Scuth Korea was exporting 9 times
what India exported and alsc under conditions of censiderable uncertainty.
This came about, he thought, from intense concentration on preoductivity.

9. Tarning to the problems of the Calcutta area, cne of the
participants suggested the main problem wae the attitude of mind - there
was no sense of urgency. The image of the CMPU was not as impressive as
it once was. It had enly produced blueprints. Mr, Sussex referred to the
inefficiency of the Calcutta government. One of the companys he was
associated with had not paid taxes for simple reason the government
sesmed unable to send it a bill. Mr. a said there was a great
deal Caleutta would have to do for itself., It needed rescurces and it
needed an organisation to carry through the werk.

10, Professor Dutt: made a sugzestion., He thought it more important

to make it possible to commmte to and from Calcutta than to make Calcutta
itself more liveable. The ¥erld Bank could help do this because it invested
in transpart. A circular railway, and possibly an underground were suggested.
Transport investment plus investment in counter points of attraction was
required, Another suggestion was that World Bank money which had been
mmhun1gmumm in the past should now shift to the
export sector. It was important that not only banking assistance, but alse
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that the government's priorities should shift towards exparts.

11. Professor Ghosh said a majar problem of the city was that

there was much talk and no action until no cne believed that anything
would be dene. For the last S5 years had been talk of a particular
drainage project in the area where he lived but nothing had been dene.
cne successful project as a demonatration.
As a further example of public apathy an account was given of difficulties

12, Mr. Malhotra explaine
outsider it seemed to him the pecple
to whine. Delhi also had had an immigrant problem, it had spent a lot
and had done something about it.

KABryd
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Meeting with Madras business leaders, November 22, 1968 (list filed Foreign
Contacts book)

They are presently in a recession; external trade is not expanding and internal
market is stagnant due to drought, etc.

They would like the Bank to work to reduce tariffs on industrial exports to developed
countries. And also preference in World Bank procurement for projects in other
LDCs.

Eastern European countries are more willing to supply credit for imports of agri-
cultue equipment and raw materials.

There was a plan for "import credit' assistance for raw materials for small
business. Tube-well installations are limited by power drills; require assistance
to import more.

They need more seed production facilities and foreign exchange to finance them.

They must modernize the irrigation system, designed 1200 years ago, and would
require $30 million for this.

The national highway system is below optimum efficiency because of gaps in bridges
or bridges with heavy-weight capacity.

Industry is planning a cooperative automotive research institution and needs
technical assistance and some funds,

Electrical transmission shortages exist.

Madras may face the problem of Calcutta in 10 years because of the slum problem.

Robert S. McNamara
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William M, Gilmartin

Meeting of Mr, McNamara with Private Business
Croup in Madras, November 22, 1968

Those present were:
Government of India

Mr, I.G. Patel
Mr., S, Jagannathan

Private Business Group

Mr, T.S. Srinivasan, Chairman or Managing Director of several
companies produecing automobile components

Mr. K.5. Ramaswamy, General Manager, Ashok Leyland Limited
(commercial vehicles and trucks

Mr, A, Sivasailam, Chairman or General Manager of several companies
producing automobile and farm equipment and various other
products

Mr, R, Venkatasami Naidu, Director of Madras Aluminium Company and
Textile mills

Mr, R.V. Ramani, Chemicals and Fertilisers Limited, and Chairman,
Chemical Export Promotion Council

Mr, K, Eswaran, Chairman or Director of several companies produc-
ing machinery and electrical equipment

Mr, V.S5.T. Mudaliar, President, Madras Board of the Reserve Bank
of India, Director, commercial and manufacturing companies

Mr. G. Kasturi, Editor of "The Hindu'

Mr, M.A. Chidambaram, Former Mayor of Madras Corporation, ex-
Chairman of South India Chamber of Commerce

Mr, AN. Srinivasan, President of Madras State Industrial Estates
Association and Small Industries Management Association.

World Bank

Mr. Robert S, McNamara
Mr, Gregory B. Votaw
Mr, William M, Gilmartin

The meeting opened with a brief description of the present state of
industrial activity in Madras by Mr., Venkatasami Naidu, He said that Madras
has been for some time and continues to be in an industrial recession, He
attributed this primarily to dependence of Madras industry on government
orders and the fact that govermment purchases have lagged for the past three
years., He said there has been some industrial improvement in recent months
but the extent of the improvement was small and not likely to go much
further without an upswing in government investment activity. In answer to
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Mr, McNamara's query about the effect of increased agricultural income he
said this was having some favourable effects in certain fields, especially
consumer goods and agricultural capital goods, However, for the engineer-
ing industries generally the beneficial effects were small,

He and other members of the group then went on to indicate ways in
which the World Bank could be helpful to Indian industry. These included:

l. Efforts by the Bank to influence industrial countries to
increase purchases from India and reduce barriers in their
countries to Indian imports., Mr., McHamara said the Bank would
do whatever it could along these lines but he did not think this
was en a2rea in which the Bank could be very effective.

2, Influencing the aid givers to shift their aid programs
increasingly from bilateral to multilateral bases, Mr. McNamara
commenited that he thought some such a shift would take place but
not in any spectacular way.

3., Giving greater preferences for India and other developing
countries in bidding for contracts on Bank projects financed in
India and in other countries as well,

4, Shifting in the general pattern of IBRD lending away from
mainly publie projects toward various other kxinds of fimaneing,
such as provision of hire-purchase credit and more assistance to
small scale industries (which are growing rapidly and now
constitute 30 to 35 percent of industrial production), It was
urged that IDA industrial import credits be extended to the small
scale industrial secter.

5. Greater assistance for agriculture, especially in the Madras
area, to increase the availability of power drills, processing
units for high ylelding variety seeds and modernisation of the
canal system in the Tanjore distriet where an ancient irrigation
system requires rehabilitation and improvement of drainage.

Also concerning IBRD policies, a critical view was expressed about
insistence on higher returns for the State Electricity Board of Madras,
It was said that 25 percent of the power capacity of Madras is for agricul-
ture which has to be supplied at low rates, If, despite this, the State
Eleetricity Board is to achieve the higher rates of return required by the
Bank it will be necessary to make up for the low agricultural rates Ly
unusually high power rates for ncn-agricultural consumers., In reply,
Mr, McNamara said he did not see that there was necessarily a case for
subsidised power rates for agriculture, especially in view of the very
substantial improvements taking place in agricultural production and
agricultural income., He said he felt that in general it was a poor policy
to invest in facilities which could not produce a satisfactory return.
Members of the group admitted that some kinds of power investment in
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agriculture produced very high returns, for example, tubewells, They felt,
however, that for agriculture as a whole the stage of development had not
yet been reached where agriculture could do without subsidised power.

The discussion then turned to the automobile industry, led by
Mr, Ramaswamy of Ashok Leyland, He described the substantial progress made
in inereasing the indigenous content of automobile production which is now
about 90 percent., He noted, however, that the remaining 10 percent of
imports is very cruecial, for example, in special steels, and therefore
there was continued need for IDA industrial imports credits for the industry.
He also mentioned a number of other finaneial requirements of the road
transport industry, ineluding construction of bridges and elimination of
other gaps in the National Highway system, a road strengthening program teo
allew for increases in the present load limits of 10 tons on most roads,
and support for an industry-wide cooperative research organisation in the
automotive and related industries which requires substantial amounts of both
equipment and technical assistance,

Mr, MclNamara asked whether or not credit availability was a problem
and whether it might become a serious bottleneck in any substantial increase
in manufacturing. There appeared to be a concensus that credit as such was
not a problem at the present time although some t that additional foreign
exchange credits are needed to help in easing foreign exchange restrictions,
There was & division on the credit situation in an industrial revival, some
feeling that it was unlikely to become a constraint and others believing that
any substantial expansion would run into a credit shortage.

The problem of Calcutta and what to do about it was also raised by
Mr, Melamara., There seemed general agreement that industrial disbursal,
accompanied by some absolute reduction in the central city population of
Calcutta, was essential for any improvement. It was noted that similar
urban problems, including the growth of slums, are developing in Madras
also, Again it was felt that subsidised disbursal of industrial activity
provided the only hopeful way of dealing with the problem.

WM bw






Meeting with C.M. Annadurai, Chief Minister of Madras, and his Cabinet,
November 22, 1968

The Madras Govermnment is working on shorter duration crops: cut 160 days
to 115; they are using 90% of surface water, all of cultivatable land;
therefore, they are working on massive program of tube-wells. Two problems
on tube-wells: where and how many to sink; how to obtain enough drilling
rigs.

The main problem of agriculture is giving the farmer the inputs he requires
at the proper time: e.g., water for the 15 days in relation to the monsoon
which permits him to raise an extra crop; credit; seeds; storage, etc.

The next plan will contain provision for drainage and water management (land
leveling; straightening, etc.).

They are beginning to work on conversion to fruit and vegetables for domestic
and foreign markets. These are capital intensive and require special
marketing techniques.

Today 95% of ages 6-11 are in school.
The State has a free lunch program (25% of children) to raise attendance;

free uniforms; local initiatives to build and better the schools.

Family planning: Madras initiated the sterilization program 10 years ago:
World 10 million; India 5 million; Madras 750,000 and the rate is 19.5 per
1000. The growth rate of Madras population is 1.8 %, the lowest in the
country.

Robert S. McNamara
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William M, Gilmartin

Meeting of Mr. McNamara with State Covermment Officials,
Madras, November 22, 1968

Present weres
Govermment of India

Mr., I.G., Patel
Mr, S, Jagannathan

Govermment of Madras State

Chief Secretary

Planning Adviser

Secretary of Education

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

Additional Secretary, Industries, Labour and Housing
Chief Education Adviser

Director of Industries and Commerce
Director of Agriculture

Director of Health, & Family Planning

World Bank

Mr. Robert S, McNamara
Mr. Gregory B. Votaw
Mr, Rainer B. Steckhan
Mr, William M, CGilmartin

Most of the meeting was devoted 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 border
line of self sufficiency in foodgrains with some surplus in good years and
small deficits in poor years. It is, however, very deficient in proteins
and other protective foods. Rice is by far the most important crop, with
most of the commercial rice supplies coming from the Tanjore District.

Madras is still very much affected by the vagaries of weather. About
40 percent of the cultivated area is irrigated, but of this only about a
third is fairly independent of monsoon variations,

Rapid progress is being made in agricultural technology and as a result
cereal production has increased from about 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

1975, The main factors for improvement are new varieties, fertilizer

and water control, The main new rice variety, ADT 27, gives not only higher
yields but a shorter growing season (130 days instead of the former
160 days) this permits a large increase in double cropping. The more

Toward the latter objective there is a high priority emphasis on
tubewells and other wells, There are already large groundwater resources
in Madras although an immediate survey of the mature of these resources is
needed, A State-UNDP survey is in progress but on a very limited and quite
inadequate scale, The proposed targets for the Fourth Plan are an addition-
al 70,000 open wells, 10,000 private tubewells, and another 10,000 "filter
points" which are larger public tubewells,

An immediate problem of well construction is a shortage of power
drilling rigs and other equipment, Rigs are required which can drill 100
feet per day and there are very few of these, The other and larger problem
of well development is finance., It is hoped to expand considerably the
resources for wells on the basis of sales of Land Development Corporation
debentures to the Covermment (hope for Rs.l7 crores of such sales during
Fourth Plan) plus additional financial support through the Agricultural
Refinance Corporation and private commercial banks, In reply to a question
from Mr, McNamara, it was also noted that about 50 percent of the well
financing can be expected from farmers themselves as a result of increased
yields,

In addition to rice and other cereals, there was reported a very
large potential in Madras for increased fruit and vegetable productions,
partly for consumption within the urban centers of the State and partly
for export to other States,

Mr, Mclamara asked the employment effects of increased agricultural
production, and the concensus was that the newer technology and higher
yields were not likely to create substantial additional 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 Coverrment on family planning was also
emphasized. It was noted that population growth per year was only 1.12
percent during 1951-1961 but that since then the death rate had dropped
from 24 to 15 per thousand and the annual rate of population growth had
gone up to 1.8 percent, While pushing a variety of family plamning methods,
the main emphasis in Madras has been on sterilization. Madras was one of
the first to make substantial headway in this and now has had about 750,000
terilizations out of a total of § million in India. They said the India
of 5§ million was about half the total for the world,

]
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Functional literacy programs

are also being started with the hope of considerable expansion among adults.
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One emphasis is on maintaining more regular and more extended school
attendance, and school lunch programs, with assistance from CARE, have

been particularly effective to this end,
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Meeting with C. Subramanian, former Food and Agriculture Minister, in Madras,
November 23, 1968

Subramanian is a wise and courageous person. He is the architect of the new
agriculture strategy.

There has been no survey of water resources and requirements; balance of
surface and sub-surface, Mineral resources also need a survey. They also
need an intensive soil survey for intensive agriculture.

It would be of great advantage if new, more accurate forecast of weather

were possible, e.g., start of monsoon long in advance -- requires international
action.

Must repeat Mexican wheat and Philippine rice research on a more intensified
regional basis with pooling of scarce scientists.

They require a national agriculture plan based on soil and water survey to balance
fertilizer, cropping pattern and water investment. Then require marketing and
storage survey as the full 5% increase in a year or two would require marketing.

Political problems of today are all due to economic failure. They must not take
economic moves which cannot be sustained, e.g., devaluation which was not followed

up‘

Industrial program requires a new push. Most important step is to get most out
of existing plant instead of urgency about monopoly, etc. Management is still
primitive. Banks, providing they have the expertise with them, could be the
instrument for this. The Syndicate Bank (7th largest) has done this in a small
way. Regional Management Schools immersed in the day-to-day problems of industry
in their region could help.

Congress Party will be lost unless places of responsibility are given to the younger
people and move out those who believe a jail record during freedom movement enti:%es
them to a dominant role.

Robert S. McNamara






Form No. 57A

TO:

FROM:

SUBJECT:

.

INTERNATIONAL DEVELC  NT l INTERMATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORFORATION
Files . DATE: jovember 27, 1968
4 4
2 ; s
Pasil G. ravalsky: . :J |
7 7 L

Mr lcdamara's meetiny with members of the Haharashira Sovernment and
Bombay runicipal Corporation at the leserve Bank. Bombay, 10.00 a.n.
November 25, 1368

Present were:

Porld Bank

ifr Dobert S. Mclamara
Mr Gregor3 B. Votaw

Fir 1WH1lizm ¥, Zilmartin
Mr Basil G. Xavalsky

Government of India

Dr T.G. Patel, Specizl Fecretary, liinistry of Finance
M 8, Jagannﬁ*hﬁﬁ, Execntive Director, IPRD
F¥r L K. Jha, Governor, Reserve Bank of India

1,

Urban Develoomsnt Planning Grouw

Ir P.G. Kher, Minister FPor Urban Development. Governrent
of IMaharashtra

Mr Y.J. lichite, ifinister for Housing, Government of iiaharashtra

¥r L.G. Rajwade, Secretary, Home Deparitment, Covernment of
Maharashtra and Choirman, lietropolitan Regional Plamiinz Board

Hr it.G. Salvi, Secretary, Urban Develovment, Public Health and
Housing Departiment, Governmeni of haharashtra

Mr J.H. Patwardhan, iunicipal Commissioner, BEombay

Iir lclamara welcomed thosz pressnt and expressed his interest in
urban problens aﬂd the State and loczl auvthoritizs! olans with resard to
those of Bombay. DMr Fher s3id that a Regional Planning Toard had been
formed which was drnuiﬂ" no a zondng plzn in collahoration with a zroun of
exverts. The Plan weould pe finished in six o eizht menths and there is
lezislative anthority to set up 2 Develonment Board to carry it out. The
Plan would cover six salellite towns, five in uom;a" and one in Poona with
a total pooulation of %.5 miliion npeonlz. i lcilamara asked whers the
money for implementation would coms from. I lichite explained thait the
Habarashira State Industrial Develonment Cerporation was specifically
promoting industries in the earmarked areas. 4s far as the develonnent of
the arsas was coneerned., the cost wis s 3
throuch a 3s &5 crore revolwing fund. fThis w en
authority to iy and develop arsas ip be re-sold later.
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ble the development
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wwhorivies, the Fanarashira Housiny Joeard
Fanieinal Develontent Uerporallon Cut cP a nodutscvion of § million in
the city. onz million were residing in huls. &% an average of a house {o
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O es ““iﬁh would be financed



Files - %o YNovember 27. 196t

five people, roughly 200,000 houses are reguired at a total cost of

Rs 200 crores. In addition, there is the problem of dilapidated houses
which collapse during the monsoon. Eight thousand buildings have to be
pulled down and the inhabitants housed. lir Hohite said that the funds
would have to be provided by the State Government or the Corporation, if
possible throush a loan. IMr licNamara said that loans had to be repaid and
it was not quite clear how this could be done since rents would presumably
be subsidized. He sugzested that slum clearance bonds be sold.

Mr Gilmartin asked if eny less expensive approaches such as slum improvement
rather than slum clearance had been considered. Mr Kher explained that
the huts in these areas were so close together thal clearance was indeed
implicit in improvement - it cost Hs 1 lakh per acre for basic ground
improvements even withoul housing and this still required removinz some

families. Iir Mcllamara agreed with lir kher that clearance was the answer.
Mr Votaw asked what the plan allocation for housing was. HMr lohite replied

that Rs 4 - 6 crores had been allocated as against about Rs 3 crores in

the Third Plan. Hr HMcNamara asked whether bonds could be sold to provide
funds for the housing authorities but was informed that these were unlikely
to prove attractive to the Banks. Dr Patel asked what disincentives could
be provided to migration into Bombay. Al present there are none, but the
State Covernment is contemplating lezislation in this regard.

Mr cHNamara then raised the subject of transport. IMr Kher said that
the firm of Vilbur Smith and fssociztes had submitted a Rs 96 crore schene
involving freeways etc. to be implemented over a 1l5-year period. The
cost al present was probably in the rezion of Zs 120 crores. In the Fourth
Five-Year Plan Es 18 crores had been set aside for this purpose. Mass
transportation problems were very serious for Bombzay., despite the fleet
of 1200 buses and urban trains. Ore possibiliiy was an underground railway
but this would cost Rs 200 crores, thoush this could bezin with a Hs 50 - 60
crore first phase. IMr Kher vrovided iir liclamara with a map of the Bombay
region in which he explained that a key aspect of development was the
southern part of the rezion. sepvarated from the city by Thana Cresl. A
Bs 60-crore project of which Rs 20 crores was for a bridze across the
Creek wonld enable this region to be developed. feanwhile a smaller link
further away will malke a start in this direction. The metrovolitan area
is 1500 sguare miles A four-lane expressway from Bombay to Poona is
contemplated which would reduce the distance by 30 - 40 miles, at a cost
of Hs 1?2 crores. Also under consideration is a third railway link - the
vresent two link Poora and Nasik. I hcllamara suwmmarised the problems -
Borbay is a saturated city which will expand still further. Dr Patel
pointed out that the major problems were slum clearance and the city's

internal transportation system. Iir lMcWamara said that the Bank wished to
play a part in urban develooment, but that status symbols such as subways
had to be separated out fromn economic activities. He did not wish to

enzaze in a discussion of the water suoply problem which was highly technical
and was at present under the active consideration of the Bank. In
cenclusion he thanked those present for their participation in what had
proved to be a nmost intersstinz meeting.

ce: Mr Gilmariin

BOK/dp






Meeting with the Board Members of the Industrial Credit and Investment
Corporation of India, Bombay, November 23, 1968 (list filed in Foreign
Contacts book)

By April they may exhaust World Bank funds and request more.

Over the next five years they propose to expand operations by 50% over the
past five years.

They would like to lay out with the Bank a plan for four-fold expansion
of the auto industry from 100,000 to 500,000 at a cost of $700 million.

Electric power shortage exists all over the country, caused by foreign
exchange shortage.

Industry needs a dependable source of foreign exchange for imports.

Robert S. McNamara
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Ir FecNamara's meeting with representatives of ICICI and leading members
of the Bombay Industrial and Comrmercial Sector, at the Heserve Bank.
Bombay, 11.15 a.m. HNovember 23, 1968

Presentl were: .

Tlorld Pank

Ir Hobert 5. iMellamara
¥r Gregory B. Vovaw

Mr WVilliam M. Qilmeriin
Mr Basil G. Kavalsky

Governmant of Indi=a

Dr I.G. Patel. Specizl Sszc¢retary, Hinistry of Finance
Mr $. Jagamathan, Execubive Director, IBRD
Mr L.XK. Jha, Geovernor, Heserve Lank of India

Board Mewbers of the ICICI (details attached)

Hr G.L. Hehta, Chairman
Mr H.T. Parekh, Deputy Chairman and Managing Director
¥r Yast;rahdl Lalbhai

¥r DM, Khataun

Yr Ehs Gkar Mitter

Sir A. Hamaswami Mudaliar
Mr A.A. Norrie

Fr H.A. Palkhivala

My 8.8, Shirzlkar

¥r John Q. Sins

Mr W.H. VWagle

-,

Fr McNamara asxed about ICICI's prozram fer fubure lending. IMr G.L.
Hehta, by way of introduction, stated thal the annual rate of investment
in Indian industry had inereased from ¥ 100 millicn in the early 50's to

¢ 1100 million al present. Trere had bLeepn a slow-doim over the past two
years, but in recent moniths a noti : ipsurze had taken place with the
emphasis on asriculiwre-oriented 3?0;_CiiCW awl exports IUICi*s lending

is breoadly related teo governnment oo11c" throursh the licensinzg procedurs.

The orsanicaticn has so far prcrlmed 200 million of wnich U 165 million

was lent by the I2ND throuzh its 7 lines of e¢resit. He euphasised that
ICTICTI had lent to 200 rew cor“"rics and in E0 cases to new entrenrensurs.
dnother of the orsanisation's c*f:c+1«u" was to daveled the ecaoital market.
For the future he feoressw considerable develcoument in such ficzlds as
petrochenicals, elsctronics, tyres, oil expleration, avtemcbiles. electricity
enerztion and distributi*n elad. He thovuzil that the oresent eredit will

b2 exhausted By Ferch or 'wril of next year Total oparations were expected

lo inerease Hy 50 mer ¢ent in the next five years over the level of the
vast five.
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After Vr Mehta's introducticn, Mr liclamara asked for details of the

50 per cent increase. INr Pareki replied that in the past five years,
lending had averaged © 30 million a year and that this was expectied to rise
to § 45 million. Fr lictiamara asked how this had been divided geographically

in the past. I Parekh stated that 25 per cent had gone o liaharashtra,

15 per cent to Sujarat, and 10 ver cent each tc Bengal and Madras. INr liehta
emphasised that the Corporation wis goinz out of its way to encourage
applications from other areas. |r HcMamara asked if there was anything
further that the Bank could do wiiich it was nolt doing at present. Ir Parekh
suzegested that the automobile indusitry was one possibility since the scope
for expansion was so tremendous. Mr Mehta said that the Bank could help
most by speedy agreement to the next loan application. lMr licllamara sugzested
that TCi”T make an early approach to the Bank. MHr Parekh explained that
the problem here was that of disbursement. Although much of the Bank loan
was committed disbursement was very slow due to problems like the difficulty
of obtaining rmpee resources, problems of land acquisition and the slowmess
of zovernment anproval for foreiin collaborations. In reoly to a cguestion
from Er leMamara he stated that the Corporation did undertake commitments in
advance of receiving a Bank loan.

The remainder of the meeting was taken up with statements by some of
the industrialists present on which they thousht to be major areas where the
Bank could assist. Sir Ramaswamy ludaliar mentioned the lack of resources
of State Governmenis which were otherwise eagzer to buy Ashok ILeyland vuses.
Mr Lalbhai mentioned the need for financing of electrical generation and
distribulion. Hr MHelamara explained that the Eank would concentrate on
transmission since other azencies were more easily seduced by the greater
sex apneal of vower generation projects. Fr Vagle argued that there was a
need for a specialist azency to promote exports. Mr MeNamara thanked those
present for their participation.

att.

cc: Mr Gilmartin
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¥r G.L. Mehta, Chairman, ICICI. Alsc, Chairman, Indian Investment Centre.
Formerly Indian Ambassador to the USA.

Mr ¥.T. Parekh, Dsputy Chairman and Nanaging Director, ICICI.

=
5]

Kr Kasturbhal Lalbhei, Industrialist connected with textile, chemicals
(collaboration with ICI) and dyes.

Mr D.M. Fhatau., Indvstrialist connected with textile, shipping and cement
(ACC - the largest cement producer in India).

Mr Phaskar Hitter, Chairman of Andrew Yule and Company Limited, connected with
Jjute, coal industries ete.

Sir A. Ramaswami Mudaliar, Indvstrialist connected with shipping and
enzineering (automobiles, cycles etc.) industries. Former member of
the Viceroy's Executive Council: has led the Indian delegation to
the U.N. in the past.

Mr A.A. Norrie, Chief lanager in India of the Chartered Bank, Calcutta.

Mr N.A. Palkhivala. Lawyer (corporate and tax law), Director of a number
of concerns in the Tala Group and of the LHeserve Fank of India.

Mr S§.3. Shiralkar, Additional Secretary, Government of India, Ministry
of Finance.

Mr Jchn O. Sims, Manager of Bank of America, Bombay

Mr N.M. Wagle, DManaging Director of Greaves Cotton and Co. Limited. which
has a number of assoclate and subsidiary compenies marufacturing
electrical machinery products. Chairman, Associated Chamber of
Cormerce.
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Meeting with Bankers and Economists, Bombay, November 23, 1968 (list filed
in Foreign Contacts book)

The irrigated area is now only 22%; they need assistance to expand further.

A major limiting factor is rural electrification: only 70 villages of 500,000
electrified: finance is the limiting factor. This is said to be a limiting
factor in expansion of tube-wells.

There are three imperatives: rural electrification; road transportation;
storage capacity.

All agreed everything should be donme to increase taxation although it will be
politically difficult.

Robert S. McNamara
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iy leMamara's meeting with a group of Lconomisis and Bankers at the
Reserve Bank, Bombay, 11.45 a.m., Movember 25, 19&8

Present were:

Tiorld Bank

Fr Robert 5. Hclamara
Mr Gregory B. Votaw

Mr ¥illiam M. Gilmartin
tr Basil G. Kavalsky

Government of India

Dr I.G. Yatel, Speciel Seeretary. Hinistry of ¥inance
Me 5. Jar;anmthan. Execntive Director, IURND
Mr ,.X Jha

Bankers and Yeononiste (details attached)

Mr ©.9. Bhabha

Mpr 2.71. Damry

Prof. li.L. Dantwala
Mr V.T. Dshejia

Mr 2.K. Hazari

Br F.&. Hehta

Hr ielamara emphasised at the outset thal he was essentially interesited
in the question of what problems lay ahead. One tasic eslemecat in the
picture was tuatl agricultural growth was practically inevitsble ziven the
kind of returns available. I Phabha ﬂOl“ued cut that while the strides
were great, agriculture still remained the area where nost needed to be
done. Irrigated area was only 22 per cent. fertiliser consumniion, while
it had risen oy 100 pzr céent in four years, was still but a fracticn of the
requirement, rural electrification had reached only 80 - 70,000 out of a
total of 575,000 willazes. Iir lictlamara ssked where the botileneck was in
rural electrification. Professor Uantwals replied that it was in the lack
of electrical conections ir lic¥amara pentioned that in previous
discussions he had been told thzt there was a shortaze of drilling rigs
and pumpE. Te agreed with Mr Bhabha that th2 ansver lay in both these

areas. Profeasor Dantuala stated thet it was vary uneconomiczl for the State
flectricity Toards o undertake rurzl electrification ":rc:"mns;. Loans were
given o then ‘CJ the cormercial banks for this opurpose, bat it was on the
Tuarzntes of 1 State Gowernment. nel because of the firnancial retvurns of the
orojects. 'Hl" was clearly a cass unere tf“*ﬂl econeniss were inportant.
Fr Hazari relerred fo ths hizh trearmission losseg; 1bhere was scops for

redaction of coslz.
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The discussion then turned to the financing of development. Dr Hehta
suggested that the three priorities were road transport, rural electrification
and storage facilities znd that a start shonld be made on tappinz the
resources of the agricultural sector for this purpose. Iir Hazari said
that it would be necessary to tax inputs since any form of income tax would
be politically impossible. Mr lleNamara noted that he had been incorrectly
associated in ihe press with this sugzestion but that his real interest was
simply in general terms as to what would be done with the increased farm
inccme - how would it be tapped or spent. Dr iehta said that in the long
run tax measures would have to be undertaken but that in the short run there
was scope for increasing deficit financing from the current 5 per cent of
the none; supply to about ¢ per cent. A bold prozram of productive
investment combined with delicensing would make all the difference. A
chorus of disagreement zreeted this proposal. Iir Dehejla thought that it
was constitutionally possible for agricultural income to be taxed by the
Centre. Professor Danitwala stated that one approach was lower agricultural
prices which would raise urban incomes and thus tax revenues. The argument
about price incentives had been over-stated by foreizn economists; ample
investment was taking place on the part of bigger farmers who were getiing
the advantazes of the higher prices. There was scope for a reduction in
procurenent prices. Dr ichta pointed out that all these sugzestions were
for two or three years time, even if implemented immediately their short-run
resource element was limited. ‘Uhat wonld be done in the coming year?

Dr Patel argued that an increase in input prices would be pelitically easier
than reducinz procurement prices.

Mr Jelamara introduced a new topic at this stage. lhat, he asked.
would be the manpower effect of the agricultural revolution.  lr Bhabtha
felt that there would be a reduction in manpower needs which would have to
be absorbed by small-scale and villaze indastries, retail itrade, marketing
etc. Hr Mclawara presented for the meeting's examination the prouvosition
that with 70 ver cent of the population in the ruvral aresas and 20 per cent
growth at least over the next ten years. it was inconceilvable that the urban
sector conld absorb this increase; result - chaos. Professor Dantwala said
that the dangser was indeed very great since by his calculation there would
be no decrease in the rural ponulation in zbsolute terms for the next fifty
years. Iir Hazari said that the solutien lay in a big expansion of investment
including public investment. He also suggested that technolozies had to be
carefully chesen. One of the wealmesses of Benzal was that of industries
such as enzircering had little value-added and were hizhly material intensive.
There wag a need to develop more value-added industries such as chemicals.
In conclusion, i Fellamara asked wvhether the difference he had observed
vetween fombay and Jalentta was one of time or kind. Those present revealed
themselves to be staunch Bowbkajy-wallehs and on that 1li:zht-hearted note
¥Mr kclfamara thanked them for a lively and enlizhitening meeting.

atit.
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Mr C.H. Bhabha, Banker and industrialisi, Vice-Chairman. Central Bank of
India Limited. Director of engineerinz, power and chemical companies.

r P.N. Damry, Chairman, Agricultural Refinance Corporation. Deputy
Governor in charge of agricultural credit in the Reserve Bank of India.

Professor 1.L. Dzntwala, Head of the Department of Fconomics, Bombay

University. Agricultural ‘iconomist. Former Chairman, Agricultural
Prices Commission. Director, Bank of India Limited.
Mr V.T. Dehejia. Chairman, State Bank of Tndia. TFormerly, Secretary in

the liinistry of Tinance, Government of India.

Mr 2.K. Hazari, Editor of fconomic and Political ‘eekly. Formerly
Professor of Industrial Fconomics in Bombay University.  Has published
work on the structure of the corporate private sector. ‘Was recently

commissioned by the Government of India to report on the Industrial
Licensing Policy.

Dr F.A. Mehta, Economic Adviser to Tata Industries. Has contributed articles
in technical journals on international economics and development
economics.  Associated with Study Group on lage Policy appointed by

the National Commission on Labour.
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Meeting with Industrialists, Bombay, November 23, 1968 (list filed in Foreign
Contacts book)

They suggested a preference under World Bank loans to LDCs for LDC-manufactured
equipment. Parekh believes by the end of the century they will need to produce
10 million tons of nitrogen (including 1 million for export) vs. 500,000 pro-
duced today. They should earmark foreign exchange for this purpose.

They would like to substitute native for imported cotton; they have a plan to

expand from 6 million to 8 million bales. They need foreign exchange to

produce in-puts for expansion. They are wasting 2/3 of existing cottonseed
oil.

Road tramsport is a limiting factor and must be expanded.

Do not foreclose LDC from competing for business under a World Bank loan and
"conditional” finance in another LDC.

Textile industry requires $750 million for investment in the next five years.
[There appears to be a world of opportunity in industry for ICICI financing.]

Robert S. McNamara
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iy leWamara's meetin ; 7ith a grovp of Industrialists at the Reserve
Bank, Bombzy, 12.15 a.n., November 25, 19€8

Present were:

torld Bank

Mr Hobert 3. hclamara
Mr Gregory B. Votaw

Mr ¥WHilliam . Gilmartin
Vr Tasil G. Kavalsky

Government of India

Dr I.G, Patel, 3pecial Seerctary, Hinistry of
Mr §. Jarannathan. Zxecutive uirector, IBRD
¥r L.%. Jha, Governor. Heserve Dank of Indiz

Industrialists (details altached)

L. Kirloskar
P. Bhogilasl
.72, Parekh

Mr 8
?
i, T3

Fr V.5, Rajacdhyaksha
R.G

r R.G. Ssraiya
Mr P.H. Kamani

i W.1i Fhandari

kr Jicllamara welcomed the gzroup of indusirinlists and explained that
he was particularly interssted in et rele they thousht the Eank could
play in contributing to Indiats indosirial zrowth. Governor dha added
that the sentlenmen presenl were representative of many scctors of indastry
and would bz able to give i Lcsomara inferwavion on the exmsrt eflort in
particular. fThe first to speak was I Rirleskar who pointed out thav
while the term "mderdeveloned! was generally vsed to deacribe India it was
by no means true of the indusltrial gector vhich relastive to most under-
devaloned commiries was broad-itased and advanced. He mentioned the
particular »roblens ol exporis and scnz ways in which Bank mizht help.
Firstly; there was tne problem cf ir abrozad for export promotion.
India spent & 15 alllion en h‘a'~"s s azainst. for examdhie. § £0
million for reli:ious travel. eim erehanste J“ullq be rese rved
for exmort develgomsnt Lhroush b 3 travel abroad.
exchanre reguirensnt was in the on ol nNew eXNery ay

whers sons natt 4@ arbicls g ue Insoried. Y

of a eczse whare in order i A o;'i: mizht need o buy a
cenerator 1 A% & B item. Cne way in wiich
develoninz 0ees gonld be aremeted was Yo provide a preference
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for their exoorts in contracus for Bank-Tinanced projects. He pointed

out that India's labour intensive technology was often exceptionally
well-adapled to the needs of developing countries. Turning from exporis

to impert substitulion he stated that the process had been zoing on for
twenty years. Tied credits did a great deal of damage and these should

be available only for goods which were not oroduced locally. In conclusion,
he referred to the problems of inflation and the need to arrest it.

The next speaker, Dr Parekh, mentioned the priority of agricultural
production and the role of the fertiliser industry. Foreign exchange
should be provided on an assured basis for Hitrogen imports. IMr lcllamara
stated that the Bank fully intended to be active in the field of fertilisers.
Dr Parekh stated that the import bill of ks 472 crores for plant and
machinery could be considerably redunced by more indizenous procurement.

He sugzested a lowering of iron and steel excise duties and a raising of
import duties in order to give the local producer a greater advantage.
A final major sphere where import substitution could take place was with
respect to cotton imports. Greater efforts had to be made to increase
cotton production. This theme was coniinued by the next spezker, ¥r Saraiya,
who mentioned the need for helicopters for use in spraying the cobton crop
and a more general all-out eflfort to persuade farmers to use pesticides.

He also mentioned the need for road transport develovment and itransport
improvemsnts in zeneral.  Heavy freizht charges particularly at secondary
ports such as Kandla due to slow turan-around time of ships was a severe
handicap to exports.

¥r Kamani brouvzht up the sebject of joint Bank-bilateral project
financinz in which the tied element in the bilatersl loans made it difficult
to compete effectively. Ye zalso sunported the idea of some preference
being given to developing couniries on bidding for contracts for Bank
projects. Mr Bhogilal mentioned the necd for lis 500 crores for the
rehabilitation of the texlile indusiry and felt that the 3ank mizht play
some role here. Ilir Najadhyaksha referred to India's change-over from an
exporter of 500,000 tons of oils and fats to 200,000 tons of immorts.
Svuperior oils which might be exported were being used locally for purposes
for which cheaper suvbstitnles existed. In crder to exploit these
substitutes there was a need to improve cotton-seed crushing facilities;
develop the manufacture of synthetic deterzenis; grow additional oils
(only 7 per cent of land under oilseed is irrisated); develop palm oil
oroduction, possibly in the sndawman island; and derhaps the US would change
its stand and a2llow soyabean oil to bz imported under Pl 480, and groundnut
0il exported since their uses were essentially different. The last speaker
Fr Bhandari, referred to the problem that the credit terms available for
imports were more attractive than those which could be obtained for local
goods. Mr ligMamara then thanked the susakers for a most infermative
presentatien.

cc: I Silmartin
¥nel.

BG3K/dp
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N.l¥. Bhandari., Joint Secretary and Financial Contrcller, West Coast

Paper Milis. Fellow of the Institute of Chartered iccountants.

Pratap Bhogilal, a prominent industrialist closely associated with the

cotton textile industry. Also, Director of a number of enginesering
and chemical manufacturing companies. President of the Indian
Merchants Chamber for 1968.

S5.L. Kirloskar, a leading industrizlist from Poona. Kirloskars' are

major manufacturers of cil engines, air compressors, etc.

11.D. Parekh, General Manazer (Technical). National Rayon Corporation.

A chemical engineer by training. tudied and has taught at the
Massachusetts Institute of Technology. Connected with the Deveclopment
Councils for Heavy Chemicals, Inorganic Chemicals and Fertilisers.

Mr
¥r
Dr
Machine Building.

V.G. Rajadhyaksha, Chairman, Hindustan Lever - the Indian subsidiary of

Unilever - since July 1968, Previously Technical Director and
Vice-Chairman. Connected with Development Councils dealing with
Cils, Detergents and Paints; Organic Chemical Indastries and Food
Processing Industries.

Mr R.G. Saraiya - Highly respecled member of the Bombay business community.

Mr

(Fain interest cotton) Active in cooperative bankinz. Chairman,
State Transport Corporation. Director of the Reserve liank of India.

P.R. Kamani, Director of Kamani Groun of Companies. Kamanis are active

in the export field, especially of engineering goods.






Meeting with L. K. Jha, Governor of the Reserve Bank of India, in Bombay,
November 23, 1968

The benefits of development have been uneven: working classes have advanced
substantially but unemployed have not participated. Indira Gandhi is not as
left as her public statements indicate. The emergence of the right-wing
Hindu Party has greatly worried her because it has the foundation of tradi-
tionalism; therefore, she appears to lean to the left as a counter-weight.
Any new development creates se many jealousies and disappointments it over-
rides the benefits and leads to "indecision."

The States and the Central Planning Commission, etc., are not seeing eye-to-
eye on the problem of mal-distribution of benefits of development; thereby,
sowing the seeds of immense political turmoil.

The Indian Government lost her nerve, contributed to in part by the conflict
over devaluation; further accentuated by LBJ's failure to fulfill his implied
promise that if she went ahead with devaluation he would support it; instead,
he forced bargaining on every shipload.

What are the new fields of investment: needs identification in political,
economic and sociological sense. Could not IFC and possibly a development
bank be equipped to do this? He suggested a World Bank team on opportunities
for small industry; would be politically inspiring and really helpful.

Robert S. McNamara






Meeting with Urban Development Planning Group, Bombay, November 23, 1968
(list filed in Foreign Contacts book)

They have a regional approach: established regional areas (1500 square miles
for Bombay) by legislative action.

They are planning to set up satellite towns as industrial centers. They will
require $500 million and plan on setting up a $50 million revolving fund with
funds from either the State Government or the World Bank.

Slum problem: One million of five million people are residing in huts. They
require 200,000 new houses at $300 million, plus substantial rehabilitation.

The 4th Plan provides no real solution to the slum problem which will probably
worsen during the period of the Plan.

They require a mass transportation system over 50 kms: cost, $300 million.

They need an alternative port af $60 million plus $30 million for a bridge to link
the port, and a satellite area to Bombay. In addition, they require or are building

three other bridges to facilitate development in the Metro-Bombay Region.

Water supply: They need a financing decision promptly.

Robert S. McNamara



