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:fg_ ONLY UNEDITED PARLIAMENTARY TRANSCRIPT NOW AVAILABLE. PREPARED
ﬁaD TEXT FOR RELEASE NOT AVAILABLE UNTIL MORNING DECEMBER 8.

E TO EXPEDITE FIRST TRQNSMITTING FOLLOWING EXCERPTS FROM MORE

A=R SUCCINCT UPPER HOUSE STATEMENT WHICH CONTAIN FULL GIST OPERATIVE
comv PORTIONS, WILL FOLLOW WITH EITHER OR BOTH FULL TEXTS IF YOU
Tﬁ}f WISH.. (THIS UNCORRECTED TEXT NOT FOR PUBLICATION,)

FFP .., "1 WOULD LIKE TO PLACE BEFORE THE HOUSE THE VARIOUS POLICY
DECISIONS WHICH HAVE BEEN TAKEN BY THE GOVERNMENT OF INDIA.

RSR FIRST OF ALL, THE DECISION THAT HAS BEEN TAKEN BY THE GOVERNMENT
(OF INDIA IS THAT IN THE FOURTH PLAN, IN THE ECONOMIC DEVELOPMENT
PROGRAMMES -- I AM NOT SPEAKING ABOUT DEFENCE; THAT STANDS BY

ITSELF --_AGRICULTURE WOULD BE GIVEN THE HIGHFST PRIORITY, AND
«ss WE ARE THINKI IN RMS OF A RS. 2,400 CROR AMME

FOR AGRICULTURE DEVELOPMENT.

WHATEVER MIGHT BE .THE LIMITATIONS WITH REGARD TO THE RESOURCES
AVAILABLE, THE GOVERNMENT HAVE TAXKEN THE DECISION THAT THE OUT=-

‘LAY .REQUIRED FOR AGRICULTURE WOULD NOT IN ANY EVENT BE CUT DOWi, _
AS A MATTER OF FACT, THE PRIME MINISTER HAS DECLARED THAT, IF IT

IS POSSIBLE TO HAVE A BIGGER PROGRAMME GOVERNMENT WOULD NOT

< HESITATE TO ALLOCATE THOSE ADDITIONAL RESOURCES ALSO ... THKIS
PRIORITY ... APPLICABLE NOT ONLY FOR THE ALLOCATION OF INTERNAL
RESOURCES, BUT FOREIGN’EXCHANGE.I.I i
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CONEIDENTTAL

-2- 1440, December 8, (SECTION 1 OF 4), from New Delhi

FOR THE PURPOSE OF REACHING...SELF-SUFFICIENCY WE HAVE FOR-
MULATED (AN) INTENSIVE AGRICULTURAL PROGRAMME FOR ABOUT 32
MILLION ACRES TO 35 MILLION ACRES (OF THE) 72 TO 75 MILLION
ACRES (WHICH) HAVE ASSURED WATER-SUPPLY., FROM THE FIRST YEAR
OF THE FOURTH PLAN THE PROGRAMME IS TO HAVE IMPROVED VARIETIES
OF PADDY, WHEAT, MAIZE, SORGUM, BAJRA, RAGI SOWN IN THIS AREA.

IF WE HAVE TO USE THESE HIGH-YIELDING VARIETIES,IT REQUIRES

HIGH FERTILIZATION ALSO.... IN 1966-67WE ENVISAGE ONE MILLION
TONS OF NITROGEN,.37 MILLION TONNES OF P205 AND ©.20 MILLION
TONNES OF K20, AND IN 1967-68 PROGRESSIVELY IT GOES ON INCREAS-
ING AND IN 19786-71, THAT IS THE FINAL YEAR OF THE FOURTH PLAN,
OUR ESTIMATE WOULD BE 2.4 MILLION TONNES OF NITROGEN, 1.00 -
MILLION TONNES OF P205 AND .78 MILLION TONNES OF K20. THIS
WOULD MEAN ROUGHLY 4 MILLION TONNES OF PLANT NUTRIENTS sees
GOVERNMENT HAVE ACCEPTED THESE TARGETS....

FOR THE PURPOSE OF REACHING THESE TARGETS THE FIRST STEP...
WILL...BE...TO SEE THAT THE...FERTILIZER FACTORIES WHICH WE
(ALREADY) HAVE PUT UP, WORK TO THE MAXIMUM.... WE HAVE TAKEN
A PCLICY DECISION THAT IN THE ALLOCATION OF FOREIGN EXCHANGE
HIGHEST PRIORITY WILL BE GIVEN,..(FOR) THE RAW MATERIALS RE-

QUIRED FOR THE FERTILIZER FACTORIES TO RUN THEM AT THE HIGHEST
LEVELee e

IT HAS ALSO BEEN DECIDED... THAT EVERY ATTEMPT WOULD BE MADE
TO ALLOCIATE THE FOREIGN EXCHANGE NECESSARY...IMPORTING FERTI-
LIZERS FROM ABROAD... FOR 1966-67, UNLESS WE TAKE IMMEDIATE
STEPS FOR GETTING THESE FERTILIZERS, IT WOULD NOT BE AVAIL-
ABLE IN TIME.... FOR THE REQUIREMENTS OF THE KHARIF SEASON
(OF 1966),..,THE FINANCE MINISTRY HAD ALREADY AGREED FOR THE
IMPORT OF ABOUT 350,000 TONNES OF NITROGEN., OUT OF THIS SOME
250,000 TONNES WERE INTENDED TO BE IMPORTED UNDER THE U.S.

AID PROGRAMME. BUT UNFORTUNATELY... ' THEY HAVE CUT OFF THIS
AID ALSO, THEREFORE IT HAS BECOME DIFFICULT FOR US TO GET THIS
250,020 TONNES THAT HAD BEEN INTENDED TO BE IMPORTED UNDER THE
U.S. AID PROGRAMME.

BUT WHETHER THIS U.S. AID COMES OR NOT, WE HAVE TO PUT THROUGH
THIS PROGRAMME. IT IS NOT FOR THE BENEFIT OF THE UNITED STATES
THAT WE ARE' PUTTING THROUGH THIS PROGRAMME. IT IS FOR OUR OWN

BENEFITeess

YESTERDAY THE FINANCE MINISTER HAS KINDLY AGREED TO ALLOCATE
SUFFICIENT RESOURCES SO THAT IN THE FIRST HALF YEAR OF 1966-67,
WE SHALL BE IMPORTING 250,200 TONNES OF NITROGEN FROM ABROAD

bONFIﬂENTIAL
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-3- 1440, December 8, (SECTION 1 of 4), From New Delhi

SO THAT IN THE KHARIF SEASON WITH 200,000 TONNES OF (DOMESTIC)
PRODUCTION WE HAVE THE MINIMUM QUANTITY OF 450,200 TONNES OF

NITROGEN, ALSO ROCK-SULPHATE AND SULPHUR, FOR THE PURPOSE OF |
PRODUCING P205 AND K20.4.. '

THE FACT IS THAT WE ATTACH THE HIGHEST PRIORITY FOR THE AGRI-
CULTURAL PRODUCTION PROGRAMME IN WHICH FERTILIZERS PLAY A KEY
ROLE.. THAT IS WHY WE HAVE ALLOCATED FOREIGN EXCHANGE AND WE

ARE ASSURING THAT THE KHARIF SEASON'S REQUIREMENTS WILL BE,

MORE OR LESS, MET. VE gyourp BE REVIEWING CONSTANTLY THE POSITION
TO FIND ADDITIONAL RESOURCES, EITHER OUR OWN RESOURCES OR ASSIST=-
ANCE FROM ABROAD... FOR THE RABI SEASON'S REQUIREMENTS WE

NEED 450,000 OR 500,000 TONNES OUT OF WHICH ABOUT 209,068 TO
250,000 TONNES WHOULD BE PRODIUCED WITHIN THE COUNTRY AND THE
BALANCE SHOULD BE IMPORTED....

FOR FERTILIZERS IT IS NECESSARY TO HAVE AS MUCH OF INDIGENOUS
PRODUCTION AS POSSIBLE.... I HAVE ABSOLUTELY NO DOUBT THAT
ECONOMICS WILL SHOW THAT IT IS MUCH MORE ADVANTAGEOUS TO PRO-
ggCE FERTILIZERS WITHIN THE COUNTRY UNDER WHATEVER TERMS IT MAY

BOWLES
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'PaSS WHITE HOUSE FOR BUNDY
- AGRICULTURE FOR SECRETARY FREEMAN

I AM SURE IMMEDIATELY WE CONSIDER HAVING PARTICULARLY FACTORIES
IN THE PRIVATE SECTOR, MY HON. FRIEND MR.. BHUPESH GUPTA WOULD
INMEDIATELY SAY, THIS IS BEING DONE UNDER U.S. PRESSURE. WHAT
I WANT TO IMPRESS UPON THEWOUSE IS THAT THERE IS NO QUESTION

OF PRESSURE FROM ANYBODY. WE HAVE VOICE ENOUGH AND WE HAVE
INTE%LIGENCE ENOUGH TO SEE WHAT IS IN THE BEST INTEREST OF THE
COUNTRYeo o0 8 "

VE HAVE, THEREFORE, TO CREATE CONDITIONS IN WHICH FERTILISER

-

PAGE TWO RUSBAE 35iB C OﬂN—F—ivE_E_ﬂTI_lqh*t' '
FACTORIES DO .COME UP HERE, WHETHER IT BE IN THE PUBLIC SECTOR
OR IN THE PRIVATE S R WE WANT CONDITIONS IN WHICH THESE
FACTORIES COME INTO EXISTENCE BECAUSE...EVEN TAKING INTO ACCOUNT
THE PROFITS THEY (FOREIGN INVESTORS) ARE LIKELY TO MAKE, AND
THE PROFITS THAT THEY ARE LIKELY TO TAXE OUT, IF YOU TAKE THE
ALTERNATIVE OF IMPORTING FOOD GRAINS OR THE FERTILISER FROM
ABROADe«oIT WOULD BE A THOUSAND TIMES MORE ADVANTAGEOUS' TO HAVE
THESE FACTORIES WITHIN THE COUNTRY, WHOEVER BE THE INVESTORS.

“WYE SHOULD HAVE THE PRODUCTION AND THAT IS THE MOST IMPORTANT
THING, THEREFORE, THE GOVERNMENT INTENDS TAKING A POLICY
DECISION. ALREADY THE CABINET SuUB-COMMITTEE IS GOING INTO
THIS QUESTION WITH REGARD TO THE DISTRIBUTION PROGRAMME AND
WITH REGARD TO THE PRICING POLICY AND THE VARIOUS OTHER THINGS
INVOLVED IN IT SO THAT IT MAY BE POSSIBLE FOR MCRE AND MORE

CONFERENETAL.




-2- 1440 DECEMBER 8, FROM NEW DELHI. (SECTION TWO OF FOUR)

ﬁAC?GRIES TO COME INTO EXISTENCE WITH THE COUNTRYeeeo I AM,.,
OPINGe o oWITHIN THE NEXT WEEK OR TWO, WE WILL BE ABLE TO ANNOUNCE
THIS DISTRIBUTION AND PRICING POLICY WITH REGARD TO FERTILISER
WHICH WILL FACILITATE MORE FACTORIES TO COME UP IN THE PUBLIC
SECTOR AND IN THE PRIVATE SECTOR.

WITH REGARD TO DISTRIBUTION..I AM SURE SOME HON,. MEMEERS WOULD

PAGE THREE RUSBAE 35|1B €U W I DENTIAL

HAVE SEEN THE RECENT REPORT OF THE PROJECTS EVALUATION COMMITTEE
OF THE PLANNING COMMISSION (ON) HOU UNDER THE POOL SYSTEM AND
UNDER THE MONOPOLY SYSTEM, FERTILISER DISTRIBUTION HAS BEEN
FUNCTIONING. IT IS NOT MERELY A QUESTION OF PHYSICALLY.MAKING
THE FERTILISER AVAILABLE... IT SHOULD BE DONE AT THE PROPER
TINE. AND ALONG WiTH THAT, IS.THE EXTENSION SERVICE AND THE
ADVICE WITH REGARD TO THE USE OF THE FERTILISER, WITH REFERENCE
 TO_THE CROP AND THE SOIL. THAT IS MOST IMPORTANT.. NOW IN OTHER .

COUNTRIES THE DISTRIBUTING AGENCY IS ALSO USED FOR THIS PURPOSE,
BUT BECAUSE OF THE MONOPOLY SYSTEM WHICH WE HAVE ADOPTED FOR
DISTRUBITION THROUGH COOPERATIVE SOCIETIES, THERE IS THIS
aATTITUDE OF “TaKE IT OR LEAVE ITe"coe IT WAS BROUGHT OUT
DRAMATICALLY HOW OUR DISTRIBUTION SYSTEM PARTICULARLY IN THE
FERTILISER® SECTOR FAILED TO DELIVER THE GOODS.

“THEREFORE,+0+WE HOPE THAT IT (WILL) BE POSSIBLE FOR US TO
TAKE A DECISION IN WHICH THE PRODUCER HIMSELF WILL BE MADE RE-
SPONSIBLE FOR THE DISTRIBUTION. I HOPE A CERTAIN AMOUNT OF X
THE COMPETITIVE SPIRIT WILL BE BROUGHT ABOUT IN THIS DISTRI-
BUTION AND IN ALL THESE THINGS SO THAT THE FARMER WILL HAVE
THE ADVANTAGE IN THE PROCESSscse

PAGE FOUR RUSBAE 351B C S—H—F—i—5-L-N T T 4

seo®UE HOPE THAT WITHIN THE NEXT FOUR OR FIVE YEARS IT SHOULD
BE POSSIBLE FOR yS TO -BUILD UP FERTILISER FACTORIES SUFFICIENT
TO MEET OUR ENTIRE NEEDS. IT IS NOT GOING TO END BY THE END OF
THE FOURTH FIVE YEAR PLAN, BY THE FITH FIVE YEAR PLAN, IF WE
ARE TO XEEP yP THE TEMPO OF AGRICULTURAL ACTIVITY, IN ORDER TO
MEET THE INCREASING POPULATION, THE PRODUCTION WILL HAVE TO BE
DOUBLED. . INSTEAD OF FOUR MILLION TONS OF PLANT NUTRIENT WE
SHOULD HAVE EIGHT MILLION TONS OF PLANT NUTRIENT BY THE END

OF THE FIFTH PLANceso
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-3- 1440 DECEMBER 8, FROM NEW DELHI., (SECTION TWO OF FOUR) -

“IT IS ALSO NECESSARY TO HAVE_PLANT PROTECTION MEASURES BECAUSE”
THESE (NEW) VARIETIES ARE SUSCEPTIBGLE 10 VARYOUS PESTS AND /
DISEASES.«eo FOR THE INCREASING NEEDS WE WILL HAVE TO EXPAND -
AND PERHAPS ESTABLISH NEW FACTORIES.... THAT ALSO WILL BE

ggéENngRE OF AND (TO)> THE EXTENT NECESSARY WE WILL BE IMPORT=
A .

“"THEN THERE IS THE QUESTION OF_MULTIPLYING SEEDS.... DURING
THE THIRD PLAN..,THE MAJORITY OF (SEED FARMS) IS SHOULD SAY,
Havl NOT COME UP TO OUR EXPECTATIONSs.eee THAT IS WHY WE HAVE

NOW A BIG PROGRAMME OF_BIG STATE SEED FARMS., FOR THIS PUR-
POSE WE HAVE ALREADY CREATED POST OF A DIRECTOR~-GENERAL OF
STATE FARMS AND AS INDIVIDUAL WITH PRACTICAL FARMING EXPERIENCE

PAGE FIVE RUSBAE 351B NTIAL

AND ALSC ADMINISTRATIVE EXPERIENCE HAS BEEN APPOINTED TO THIS
POSTesoe IN ADDITION TO THAT, OUR INTENTION IS TO HAVE AT LEAST
ONE SEED FaRM ROUND ABOUT FIVE OR TEN THOUSAND ACRES IN EVERY
STATE FOR THE PURPOSE OF PRODUCING THESE SEEDS. ' THAT PRO-
CrAMME IS ALSO BEING TAKEN UP VIGOROUSLY AND WITHIN ONE OR

TUO MONTHS THREE OR FOUR STATE FARMS WILL BE COMING INTO EXIST-
ENCE. o« oWHERE WE WILL HAVE THE VARIOUS TYPES OF AGRICULTURAL
FACHINERY NECESSARY FOR THE PURPOSE OF PRODUCING SEEDS AND PRO-
CESSING THESE SEEDSesss

“WITHOUT YAIER ALL THIS WOULD BECOME USELESSe... I Al CONCEN=-
TRATING MY SPEECH...ON HOU TO MAKE THIS INTENSIVE (AREA)
FROGRAMME A SUCCESS. THE OTHER AREAS ALSO WILL BE LOOKED AFTER
e UNFORTUNATELY 'OUR IRRIGATION PROGRAMMES TILL NOW HAVE -
BEEN ONLY PROTECTIVE. THERE IS NOT SUFFICIENT WATER AVAILABLE
FOR INTENSIVE AGRICULTURAL PROGRAMMES AND THAT IS MAINLY THE
REASON WHY UNDER OuR OLD IRRIGATION PROJECTS WE ARE ABLE TO TAKE
ONLY ONE CROP AND WE SAY THAT WATER WOULD BE AVAILABLE FOR FIVE
OR SIX MONTHS., WE HAVE ALWAYS GOT ACCUSTOMED TO A LONG=TERM
CROP WHICH WILL GO ON FOR FIVE OR SIX MONTHS. WHAT IS IMPORT-
ANT IS THAT INSTEAD OF ONE CROP WE SHOULD HAVE IN ALL THESE
AREAS MULTIPLE CROPPING WHERE WATER IS AVAILABLE. -

BOWLES
BT
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Ngﬁ "OUR INTENTION IS TO DEVELOP TUBEWELLS FILTER PO -
DOD  _paCF WELLS EVEN IN THE commﬁﬁnuﬁktﬁg‘ho THAT'UE“HKYLJAVE IN- :
IGA STEAD OF ONE CROP TWO CROPSe..se. 1IN OUR ANCIENT IRRIGATION SYSTEMN
AID = AND I AM PARTICULARLY AWARE OF WHAT IS PREVALENT IN TAJORE =~
PC WE HAVE THE FLOW SYSTEM, WATER FLOWING FROM FIELD TO FIElDees
E 'WHEN WE APPLY FERTILISERS IN THIS FLOW SYSTEM, THE FERTILISER
1S WASHED AWAY FROM ONE FIELD TO ANOTHER SO THAT FERTILISER IS
.ggﬁ NOT USED BY THE PLANTS TO THE MAXIMUM EXTENT NECESSARY.
TRSY
FEP. pAGE TWO RUSBAE 351C C GNFFD-ENTIAL

RSR - "THEREFORE, MODERNISING THE IRRIGATION SYSTEM.IS ABSOLUTELY
ESSENTIAL, THAT IS, FIELD CHANNELS WHICH COULD CONTROL THE IRRI=-
GATION AT THE VARIOUS POINTS.... AN EXPERT TEAM HAS GONE INTO -
IT AND A PROJECT REPORT FOR MODERNISING THE WHOLE THING HAS
. BEEN RECEIVED AND NOW IT IS BEING TAKEN UP WITH REGARD TO THE
DELTA AREA IN ANDHRA. IN THE SAME WAY, ALL OUR ANCIENT IRRI=-
'GATION PROJECTS WILL HAVE TO BE LOOKED INTO AND MODERNISEDeess

“"WE ARE TAKING UP' THIS PROGRAMME IN AN INTENSIVE WAY DURING THE

FOURTH PLAN PERIOD. __I THIS DS, FERTI~.
LISER,PLANT PROTECTION ATER ON WH

. UM YIELB. ONE OF THESE THINGS USED BY
S ARGIN&L RESULT BUT WHEN ALL THESE FOUR

ARE USED AS A PACKAGE THEN THE INCREASE IS SUBSTANTIAL.ses

CONF IBENTIAL~




-2~ 1440, DECEMBER 8, FROM NEW DELHI (SECTION THREE OF FOUR).

"WHEN WE HAVE TO HAVE THIS INTENSIFIED AGRICULTURE WITH HUGE
INVESTMENTS, NATURALLY THE FARMERS SHOULD GET THE CREDIT FOR
THIS PURPOSE«see IN REGARD TO THE CREDIT PROGRAMME, THE COOP-
'ERATIVES HAVE NOT COME UP TO THE LEVEL OF MEETING THE REQUIRE=-
'MENT8 OF EVERY FARMER.ees WE ARE THINKING IN TERMS OF HAVING
ALTERNATIVE CREDIT ©RGANISATIONS SO THAT SUFFICIENT CREDIT :
'MAY BE MADE AVAILABLE TO THE FARMER. WE ARE HAVING UNDER CON= -
TEMPLATION ___AN AGRICULTURAL CREDIT CORPORATION WHICH WOULD ACT
AS A SUPPLEMENTARY AGENCY ALONG WITH THE COOPERATIVE BANKSeeeo

"THESE ARE ALL THE DECISIONS TAKEN BUT THERE IS ANOTHER DECISION
WHICH IS TO BE TAKENeooe WHEN HUGE INVESTMENTS ARE MADE AND

IF SOME NATURAL CALAMITY SHOULD ARISE THERE SHOULD BE SOME CON~-
TROL ON THE LOSSES TO THE FARMER. WE SHOULD HAVE A CROP IN=-
SURANCE SCHEMEe.eoesTHIS WILL HAVE TO BE WORKED INTO THE PRO-
GRAMME BUT THAT CAN COME A LITTLE LATER.

""THIS IS HOW WE VISUALISE THIS PROGRAMME AND THIS INTENSIVE
AGRICULTURAL APPROACH PROGRAMME HAS BEEN ACCEPTED BY THE CABINET,
BY THE PLANNING COMMISSIONeeeo

"WE ARE ALREADY IN THE PROCESS OF MULTIPLYING SEEDS SO THAT FOR
THE NEXT YEAR'S PROGRAMME 5T0 6 MILLION ACRES UNDER IMPROVED
SEEDS WILL BE POSSIBLE....

"IF WE ARE ABLE TO IMPLEMENT THIS PROGRAMME IN THE BEST MANNER
SUCCESSFULLY, I AM CONFIDENT IT WOULD BE POSSIBLE FOR US IN A
PHASED MANNER TO REACH SELF=-SUFFICIENCY BY THE END OF THE FOURTH
PLANese«THE NEW STRATEGY...HAS BEEN DECIDED UPON NOT BY POLIT~-
JICIANS BUT BY TECHNICIANS, BY THE SCIENTISTS, BY THE AGRI- '
CULTURAL EGEONOMISTS,BY THE AGRICULTURAL ADMINISTRATORS. IT

HAS BEEN REVIEWED AND THEN DECIDED UPON ON A PILOT SCALE AND I ?
AM ASSURED BY THE TECHNICIANS AND BY THE SCIENTISTS - AND I HAVE
CONFINED MYSELF NOT ONLY TO OUR OWN SCIENTISTS AND TECHNICIANS
BUT I HAVE CONSULTED OTHERS ALSO FROM FOREIGN COUNTIRIES AND
EVERYBODY HAS ASSURED ME = THAT...THIS AGRICULTURAL DEVELOP=-

MENT PROGRAMME WILL ASSURE US SUCCESS IN OUR QUEST FOR SELF=-
SUFFICIENCY. o e '

“"EVEN FOR 1966-67 (ALTHOUGH)...WE ARE VERY MUCH STRAINED WITH
REGARD TO FOREIGN EXCHANGE, AND EVEN WITH REGARD TO INTERNAL
RESOURCESe.++«WE ARE ENSURINGe.+AT LEAST 40 TO 5@ PERCENT (MORE

THAN) WHAT WE SPENT DURING THE LAST YEAR OF THE THIRD PLAN WILL

BE MADE AVAILABLE SO THAT THE PROGRAMME WILL BE SUFFICIENTLY .
STEPPED UP EVEN DURING THE FIRST YEAR OF THE FOURTH PLAN APART

FROM THE LARGER ALLOCATIONS OF RESOURCES DURING THE FOURTH PLANesoeo

CONFTDENSIAL
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-3~ 1440, DECEMBER 8, FROM NEW DELHI (SECTION THREE OF FOUR),

'THE ADMINISTRATIVE SET-UP ALSO IS IMPORTANTseee

"FOR THE FERTILISERS WE HAVE A COMMITTEE UNDER THE CHRIRMAN-
SHIP OF THE PRIME MINISTER HIMSELF TO LOOK INTO THE VARIOUS
PROGRAMMES NOT ONLY OF PRODUCTION BUT ALSO THE IMPORT PRO=-
GRAMME AND VARIOUS OTHER THINGS. THEREFORE AT THE HIGHEST
LEVEL IT IS BEING REVIEWED AND WHATEVER BOTTLENECKS THERE ARE,
THEY WILL ALSO BE REVIEWED BY THIS COMMITTEE. WITH REGARD TO
THE ESTABLISHMENT OF NEW FERTILISER FACTORIES...ANY IMPEDIMENTS
IN THE WAY...WILL BE CONSIDERED_BY THIS _HIGH-LEVEL COMMITTEE
ANDe++WILL BE REMOVED.

"IN ADDITION TO THAT A PRODUCTION BOARD HAS BEEN CONSTITUTED
UNDER MY CHAIRMANSHIP IN WHICH THE VARIOUS MINISTERIES INVOLVED
ARE BROUGHT TOGETHER AND THIS COMMITTEE HAS BEEN ENABLED TO TAKE
BINDING DECISIONSe... I AM QUITE CONFIDENT THAT WITH A -LITTLE
MORE EFFORT IT SHOULD BE POSSIBLE TO MAKE THIS PRODUCTION BOARD
SUFFICIENTLY ACTION=ORIENTEDe s

"WE HAVE ALSO...A SPECIAL AGRICULTURAL CREDIT COMMITTEE...
UNDER MY CHAIRMANSHIP AND .IN IT ALSO THE VARIOUS MINISTERIES
ﬂRE BROUG HT TOGETHER. e )

“"WE HAVE TAKEN ANOTHER DECISION. AGRICULTURE WOULD REQUIRE
VARIOUS INDUSTRIAL EQUIPMENTS, FOR EXAMPLE, FOR PLANT PROTECTION
MEASURES EQUIPMENT (OR) AGRICULTURAL IMPLEMENTS.... IF A PRO-
GRAMME GOES TO THE INDUSTRIES AND SUPPLY MINISTRIES, IT TAKES
ITS OWN TIME, FIVE TO SIX MONTHS, SOMETIMES YEARS ALSO AND THE
PROGRAMME GETS LOCKED UP. THERFORE..WE WILL HAVE A SEPARATE
CELL IN THE FOOD AND AGRICULTURE MINISTRY WHERE THE TECHNICAL
OFFICERS FROM THE INDUSTRIES AND SUPPLY MINISTRIES WOULD BE
LOCATED AND THEY WILL BE PURELY FUNCTIONING FOR THE PURPOSE

OF ATTENDING TO THE REQUIREMENTS OF AGRICULTURE AND FOOD
MINISTRYeo oo

BOWLES .
BT

NOTE: ADVANCE COPY TO'S/S-0 12/7/65, 6:40 P.M.
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PASS WHITE HOUSE FOR BUNDY
AGRICULTURE FOR SECRETARY FREEMAN

“"THESE ARE SOME OF THE STEPS WHICH WE HAVE TAXEN AND I HOPE

AND TRUST THAT WITH ALL THESE MEASURES - NOT THAT THERE WILL NOT
BE FURTHER SCOPE FOR IMPROVEMENTS; I HAVE NO DOUBT THERE IS
MUCH MORE SCOPE FOR IMPROVEMENT BUT AS WE GO ON WE CAN GC ON
IMPROVING - WE WILL BE ABLE TO SUCCEED.

"IN ADDITION, I AM QUITE WELL AWARE OF THE INADEQUACY OF THE
ADMINISTRATIVE SYSTEM WHICH EXISTS TODAY.... LEAVE ALONE IN-
DIVIDUAL FUNCTIONING AND INDIVIDUAL SHORTCOMINGS BUT AS A SYS-

PAGE TWwO RUSBAE 351D C O DENTIAL

TEM OUR ADMINISTRATIVE SYSTEM IS OUTMODED PARTICULARLY FOR THE
DEVELOPMENT PROGRAMMES, PARTICULARLY FOR THE WELFARE PRO-
GRAMMES...I AM QUITE POSITIVE THAT THE SYSTEM HAS GOT TO CHANGE -
AND THE SOONER WE MAKE THE CHANGES THE BETTER IT WILL BE FOR
AGRICULTURE. THIS WILL HAVE TO BE LOOXED. iNTO. NOW WE ARE
THINKING IN TERMS OF A REFORM' COMMISSION BUT THIS REFORMS
COMMISSION SHOULD NOT BECOME ANOTHER ROUTINE MATTER WITH SOME
RECOMMENDATIONS FOR A FEW MORE JOINT SECRETARIES AND A FEW MORE
DEPUTY SECRETARIES.... I HOPE IT WILL MAKE THE NECESSARY
FUNDAMENTAL ‘AND BASIC CHANGES IN THE SYSTEM ITSELF WHICH ARE
NECESSARY TODAY.... MEANWHILE ON My OW INITIATIVE I AM TAKING
VARIOUS STEPS FOR REORGANISING MY MINISTRY....

" EFFECTIVE RESEARCH PROGRAMME IS NECESSARY NOT ONLY FOR THE SAKE

OF THE PRESENT BUT PARTICULARLY FOR THE SAKE OF THE FUTURE....
I HAVE REORGANISED THE INDIAN COUNCIL OF AGRICULTURAL RESEARCH

CONELDENEFAL




'PAGE FOUR RUSBAE 351D C~8—N—F—T D EN—F—3i-Al

CO%E;DENTiKZ’ﬂ

-2- 1440, DECEMBER 7, FROM NEW DELHI (SECTION FOUR OF FOUR),.

WITH A SCIENTIST AT THE HEAD.... WE HOPE TO HAVE, INSTEAD OF

A DISPERSED RESEARCH WITHOUT ANY COORDINATION WHATSOEVER, A
PURPOSIVE RESEARCH COORDINATING THE NATIONAL RESEARCH PROGRAMMES
WITH REGARD TO THE VARIOUS COMMODITIES AND THE PROBLEMS IN-
VOLVED IN RELATION TO THOSE COMMODITIES....

"1 HAVE COME ACROSS SCIENTISTS OF THE VARIOUS COUNTRIES OF'THE

PAGE THREE RUSBAE 351D M

WORLD AND I HAVE ALSO COME ACROSS PARTICULARLY THE YOUNGER

GENERATION OF SCIENTISTS OF OUR COUNTRY AND I CAN SAY WITH CON-

FIDENCE THAT OUR SCIENTISTS ARE EQUAL TO ANY OF THE SCIENTISTS

IN aANY PART OF THE WORLD BUT UNFORTUNATELY WE KAVE NOT GIVEN

THEM OPPORTUNITIES, WE HAVE NOT GIVE THEM AMENITIES, WE HAVE

NOT GIVEN THEM STATUS, AND PARTICULARLY THE AGRLCULTURAL SCIENTISTS,
~ WE HAVE THROWN THEM TO THE DUST.... THEIR STATUS

WILL HAVE TO BE RAISED, THEIR EMOLUMENTS WILL HAVE TO BE RAISED

BUT I TELL YOU EVEN WITHOUT ANY OF THESE THINGS OUR YOUNG

SCIENTISTS ARE GOING FORWARD.

"IT IS THIS NEW GENERATION WHICH IS COMING UPe...WHICH ALONE
GIVES ME HOPE, WHATEVER OUR FAILURES MIGHT BE, THE FAILURES
PARTICULARLY OF THE POLITICIANS OF THIS GENERATION.... I

HAVE NO DOUBT IN MY MIND THAT IF WE PUT OUR TRUST AND FAITH IN
THESE PEOPLE, INSTEAD OF THE VARIOUS OTHER THINGS, WE WILL BE
MARCHING TOWARDS SELF-SUFFICIENCY AND PERHAPS WE WILL BE REACH-
ING THE STAGE OF SELF-SUFFICIENCY MUCH EARLIER THAN WHAT VE
IMAGINE....

COMMENT:

THIS PROGRAM MEETS OUR BEST EXPECTATIONS IN FULL AND EXCEEDS -
THEM ON ONE MAJOR COUNT AND SEVERAL LESSER ONES. IN SUMMARY IT:

1. ASSIGNS TOP CIVILIAN PRIORITY TO AGRICULTURE, ALLOCATING IT
RS. 2,400 CRORES FOR THE FOURTH PLAN, AND FIRST CIVILIAN CLAIM
ON FOREIGN EXCHANGEs )

2+ RAISES AGRICULTURE OUTLAYS 48-50 PERCENT IN THE NEXT I?Y;

CONFIDENIAL
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, S. ADOPTS AN APPROPRIATELY AMBITICUS SET OF FERTILIZER CON-
SUMPTION TARGETS, RISING TO 1 MILLION TONS NEXT YEAR;

4, SIGNALS HARDHEADED NEW POLICIES AND PROCEDURES TO BE ANNOUNCED
SHORTLY WITH RESPECT BOTH TO ATTRACTION OF FOREIGN PRIVATE IN-
VESTMENT IN AGRICULTURE PLANTS AND TO FERTILIZER DISTRIBUTION
AND PRICING. ALL OUR SOURCES INDICATE A NEAR CERTAINTY THAT THE
SPECIFICS OF THESE DECISIONS WILL BE THOROUGHLY SATISFACTORY;

l 5. COMMITS HIGHEST PRIORITY TO FOREIGN EXCHANGE FOR RAW MATER-
IAL IMPORTS FOR EXISTING FERTILIZER PLANTS;

IG COMMITS A HIGH LEVEL INNOVATIVE ATTACX ON THE RURQL CREDIT
PROBLEM;

7. INDICATES A STRENGTHENING OF AGRICULTURAL POLICY AND AD-
MINISTRATIVE MACHINERY INCLUDING NOT ONLY SPECIAL FERTILIZER
 COMMITTEE HEADED BY PRIME MINISTER PERSONALLY AND BINDING .
CABINET-DELEGATED AUTHORITY FOR THE AGRICULTURAL PRODUCTION

' BOARD UNDER SUBRAMANIAM BUT ALSO A WELCOME NEW WRINKLE -~
HOUSING OF SUPPLY MINISTRY TECHNICIANS ON AGRICULTURE SUPPLIER

INDUSTRIES WITHIN THE FOOD AND AGRICULTURE MINISTRY:

8. EMPHATICALLY COMMITS NEEDED INPUTS OF FERTILIZER, SEEDS,IAND
PESTICIDES (BOTH IMPORTS AND DOMESTIC PRODUCTION) FOR THE KEY
INTENSIVE-AREAS PROGRAM BUILT AROUND IMPROVED VARIETIESS

9. MOST REMARKABLY ANNOUNCES THE DECISION TO MAKE AVAILABLE RS,
20 CRORES OF FREE EXCHANGE FOR FERTILIZER IMPORTS OF THE NEXT
KHARIF CROP (SPRING-SUMMER PLANTINGS) ON TOP OF REPEAT ON TOP
OF RS. 12.5 CRORES COMMITTED FEW DAYS AGO. YESTERDAY IN EVALU-
ATING PRELIMINARY REPORTS COF CABINET ACTION WE DID NOT BELIEVE
THAT THESE AMOUNTS WERE ADDITIVE BECAUSE SEEMED SO IMPROBABLE.
BUT NOW UNMISTAKABLY CONFIRMED. ABOUT RS. 5 CRORES EASTERN BLOC
FUNDS ALSO ALLOCATED MAKING TOTAL GO-IT-ALONE ALLOCATION RS.
37.5 CRORES OR $79 MILLION =-- FAR IN EXCESS OUR FONDEST HOPES,.
GOI IMMEDIATELY ORDERING RS.38 CRORES WORTH WITH BALANCE TO
FOLLOW SHORTLY.

18. FOR GOOD MEASURE PROMISES CROP INSURANCE AND INTENSIFIED
RESEARCH. :

BOWLES -
BT

NOTE: ADVANCE COPY TO S/S-0 12/7/65, 6:57 P.M.
PASSED WHITE HOUSE 12/7/65, 7:25 P.M.

CONFIDENTTAL
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON

December 6, 1955

To: The President
The White House

Froms Orville L. Freeman
Secretary of Amriculture

Dr. Lester Brown, Staff Economist, has just retwmed fyonm Indla.
He has an international reputaticn and is owr No. 1 authority
cn Indion Agriculiure. Dr. Brown advised and gat with me
throughout the Cubramaniam copfrontation. I sent him back to
Indla from Rome to observe Subramaniam's actions and to chechk
crop progpects further and in depth. Because he has had wide
experience in estlmating production consequences of wausual
conditions Including veather I am forwarding herewith a section
of his report to me for your informatiocn.

(), Y AT

Ineclosure
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON
December 6, 1965

MEMORANDUM
To: The Secretary

From: Lester Brown
Staff Economist

Subject: Rome Agreement Follow-up and Indian Crop Prospects

Pursuant to your imstructions I returned to New Delhi and care-
fully reviewved the developing food situation. As crop reports from
the various states continue to come in, more information is avail-
able. In addition to reviewing these reports, I discussed carefully
with our Mission people, Ford Foundation field staff, and top level
officials in the Indian Minstry of Food and Agriculture azll available
information.

My own independent assessment leads me to estimate that this year's
India crop will be somewhere around TO million tons. This is down

18 million tons from last year and about 25 million tons below the
estimated demand of 95 million tons for calendar 1966. You will
recall the earlier estimate of a 10 to 12 million ton short fall that
a tagk force in the Department made. Expected improvement in weather
conditions failed to materialize since this earlier estimate. This
is & most serious situvation. The maximum volume of grain that could
be moved through the India Port System, estimated to be approximately
11 millicn tons, would not eliminate widespread famine. Even if

11 million tons more grain is moved into India, it is my judgment
that the loss of human life would likely exceed the 2 to 4 million
lives lost in the Bengal famine of 1943 by several fold.

As instructed I followed up on our Rome negotiations with India Food
and Agricultural Minister Subramaniam. On Thursday evening, Decem-
ber 3, I met with Minister Subramsniam at his residence following the
evening cabinet meeting. At this time he indicated the foreign exchange
required to import immediately the 100,000 tons of nitrogen fertilizer
we had asked for in Rome as a commitment on their part had been mede
available. Subramaniam also asked the cabinet to agree to the long-
term fertilizer availability commitments we asked for in Rome. Sub-
ramaniam is presenting everything we asked for in Rome as the program
of hie Ministry, implying that full cabinet acceptance of this program
might be a condition for his continuing as Minister of Food and Agri-
culture,
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON

Decenber 1, 1965

IEORANDUM '
Tos The President
The White House

From: Orville L. Freeman

Secretary of Agriculture

Subjects India = Food and Agricuiture

I.

For the first time the Irndian Covernment through its Agriculiural
Minister Subramanism bas made concrete specific commitments o

the United States which will if carried out vigorously significantly
improve India's agricultural performnce.

The critical question remains - How the United States can make cer-
tain that pledges are followed by performance.

It 1s expected that the Indian Coverament in the near future will
make a public pronouncement on agriculture incorporating the agreed
upon actions and targets with a comitment to accomplich them.
Subramanian indicated to me the 1ikelihood that he would be speake
ing to the Council of State on December 8 to spell out a plan of
action to meet the ewrrent crisis and that he would incorporate

the comaitments made at Rome in such & presentatiom.

The public commitment by the Indlan Government can be reinforced
by the United States as followss

(2) Iength of Public Law LSO egreements can be conditicned to the
performance of the Indian Government.

(b) The sgricultural action commiltments can be incorporated into
the AID arrangements with disburgements conditicned on the
Indian Covernment meeting its agricultural commltments. FPre-
cise detailed criteria to measure performince and insure sction
can be negotiated. Failure on the part of the Indian Covern-
ment to perform will be surfaced under such a procedure and
the appropriate action decision can be made accordingly.

— oy
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ZwaThe President

V.

The Pollowing sequence of actions might be followed:

(a)

(v)

(c)

(a)

Commmunicate to Prime Minlster Shastri that spelling out
as the plan of the Indian Covernment the comnitments mide
in Rome would be favorebly recsived by the Unlted States
Government. ;

United States ammounce another short term P.L. 400 agrec
ment.

Following Indian Government public commitment perhaps
through Subramaniam's proposed Decezber 8 speech to the Coun-
cil of State, U. S. Covernuent would then compliment the
Indian Govermment on strong new efforts and anncunce the
opening of negotiations for a further extension of P.L. 480
for a longer pericd (but still limited).

¥hen the U.S. Covernment resumss negotiations for economle
asslstance it will be mede perfectly clear privately that
assistance will be geared to the Indlan performance in meet-
ing thelr egricultural commitments and targets. In the
alternative the President might direct that negotiations
quictly resume prior to the Shastrl visit. Such negotiations
could provide a useful backdrop for the President's use at
the time of the Shestri visit.

Soma personal cbservations

Recent events and my meeting with Subramaniam in Rome encourage
me vhere Indian agriculture ls concerned.

1.

2.

3.

It appears that the Prime Minister is at last convinced of
the need to depart from traditional egriculture techniques
and use modern inputs, such as chemical fertilizer.

It appears that the Prime Minister's attitude vhich hitherto
might be deseribed es Fabian Socialist tovard agricultursl
development has changed. Today agriculiuze commands & posi-
tion at the top rather than et the botiom of the totem pole
in prioritiles.

Recent public statements by the Prime Minlster substanticte
the chunged attitude and increased attention now given to
agriculture.
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3-~The Presgident

k. Focd and Agricultural Minister Subramaniam impressed me.
He hag drive and sbility. He appears to hold a strong
position in the Indlan Cabinet and to have a good deal
of politieal skill. He hos been a steddfast supporter of
the United States.

VII. Finally, it is my Judgment, supported by the Indlan specialists
on ny staff, that India can make the grade. It deoes have the
physical resources. Its coils are for instance inherently far
superior to those of Japan. Now that the Indian CGovernment
is targeting its goals and eppears to be glving necessary
priority ia allocating its resowrces and we have sane streag
leverage to insist that they continue to do so, I bellieve signif-
icant progress cen be made. It will be slow and tough, but it
can be dona. :



THE FOOD SITUATION I INDIA

The food and agricultuwral situstion in Indla during the coming yosx
is forccast as critical., It may well ba the worst foeod year in the
bictony of independent India., This memorandum prasents the latest thinlke
ing of knowledgesble pecple in the Deportment on the food prospects for

he coning year, 19566,

Preliminary information ensbles us to conztruct a food grain bhalance
sheet for India for 1905-00 with some altornative lewels of concumption,
Tuece estimates refar o availsbilitles and consurpiion during calendar
yesr 1996. A nuber cf elternatives are presented in Tuble 1.

Table 1 «= Indian Food Crain Balance

: :
H 1.96!4-55 H 1965_65
: :
H s ? 4 H II : IIx
Iten s t lavel of $ Ievel of 4 Level of
] t Imports to & Conocunpticn & Coucumpticn
: : maintain $ with Imports § With Xmpeoris
s $ Conmpmticny Doubled t held Consizt
i
H Hillion motricions
Production : &8 3 s 1o : 5
Iimpovts H : : :
all sources) 3 A 20 : 1y : T
Supply ¢ 9 93 1 o2 s 85
Consumption 8 985 9% s 92 : 85
Population T s : H
nillion) s W62 g k56 : 496 : k95
Per capita ; : : 2 3
conmumption (kilograms)s 197 197 : 185 : 171
Perecent doclins in 3 3 2 3
par caplita H : : :
concumption : 3 H H
from 196465 2 3 = 3 6% PS «13%
: g 2 3

In 196k~65 India produced 08 million metric tons of food gralns; it ime
ported T million matric tons (6 millica fyom U.S.); and concuned nearly its
totel supply of 9% milldon tons. This level of gross evailsbilities (it
docn not tule into account losses which ere substantiel) made aveilable
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195 ktlograms of fool grains per person. And, the food situeticn ves
£, Yhe econory hos boen operobing on o shipebtoemouth bosis with
e peespect of bullding eny corryuver stocks. ;

Decouse of e ted monzoon, graln pweductlon this £e11 and in 1966 will
inevitably be down substontially fiom the 68 million ton level in 198443,
On this point there is no disporecment emong elther Americens or Indicas.
At this tine, production is cificially estimated et 78 million tous (Gom
10 milllen from last year). This should be cousidered the highest 1itcl
lowel of preduction, cince mony non-officicl ohservers estimnto the thcrbe
$2il to be several million tons gregter than officislly irndicated. In the
reontise the population has growa by M million people adding a minimun
incrense in dewend of 2 nillion tons.

Turee conbinations of production, imports, end consumpbion for 106565
ere presented in Toble 1. Vith ywoduction of 78 million tons, it would
e 20 nillion $ons of frmorts (TA0 mililon bushels or woll over hold the
U.8. wieas crop) vo maindaln lost year's per coplia conswmtlon levels
(altcrnziive I). Bub, this is unreglistic since it would be impossible
te nove that much grain end reflects po belt tirhtening on the pert of the
Indiens. The Indisns will need to rotion end increase food prices,

With production of 70 million tons and frports of 1% million tone,
porr eaplia conswiption would be 155 kilograms per copita. This would
result in a deeline in per capita consumpticn of ebout 6 percente=ghboud
the mooima that could probsbly be tolerated (alternative IT).

I greln imports in the coolng yesr were held to last yesx's level of
T milllon tons, por caplta conswpbicn of food grains would decline by 13
peveent (alternabive XI). A decline of this mepnifude would mesn Widce
grvecd chorvablion,

It must bo eapbasized thet, in the case of India, overpge levels
of conswibion perporeon understate the prcblom. This is so because of
the zonol vestrictlons whileh yprovent the free movenent of food grains chow
the country oxd the tendency for these restrictions o become move rigid
es the food situntion tightens. Stztes with sdequate food supplies will
Jealoucly gunrd them end mrevent their movement to other States. Tige
Qiviunelly, deficit States such as Kerala and Ubtar Pradesh end those
with severe crep failure, have to rely vory hoarily on fnposts.

Ve strecs thls, bocsuse the Centor Govermment of India has had groot

difficully in breaking the groving wonopoly pover of individual States
over food supplies. ¢
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY

WASHINGTON

November 15, 1966

MFVORANDUM
To: The President
The White House
From: Orville L. Freeman
Secretary of Agriculture R

Subject: International Agriculture -- Food for Peace == P.L. 480 ==
Publicity

I. India - Food Supply Situation

The Indian Government roughly a year ago at our urging established
a food corporation modeled after our own Commodity Credit Corpora-
tion so they would have the machinery to run an effective price
support program. Without better farmer prices production will
continue to lag. Since then some of the top professional and
technical people from the Department of Agriculture have been in
India. We helped them to draft the legislation and are now work-
ing with them in developing the administrative capacity to handle
such a ccmplex undertaking. Good progress is being made.

I receive periodic reports from our personnel in India on the food
situation. Ve also keep informed on the next Five-Year Plan review=-
ing it with vieiting Indian dignitaries as well as in India.

Currently one of our ranking economists in the foreign foed fileld

is in India under specific directions to review the preparation

of their next Five-Year Plan in depth. Over the week end I re- :
ceived a cable from him reporting that the Indian food situation | y
is more grave than we had herctofore realized. It is his estimate

after reviewing the situation with Indiams, United States persomnel ;
on the ground, and taking some independent readings that the crop \
is going to be significantly less than publicly predicted. The '\
failure of the monsoon was apparently widespread and more serious

than initially estimated. He recommends that we take under con-

gideration moving additional grain before port facilities become

clogged.

A detailed analysis of the current Indlan food situation is in
process and will be forwarded to your staff promptly.
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2«<The President

II. Since your telephone call directive some weeks ago I have done |
everything in my power to minimize public atteution in the
- International Agriculture - Food for Peace « P.L. 80 - Publicity

area so0 the freedom of Presldential decision meking will not be
curtailed.

The level of interest by press, television and radio continues
high, with both national and local media attention, I've tried
to account for the intensity of interest. The following are’
having an effect:

l. Farm Organizations ' ¥ | |

All the farm organizatlons periodically make statements that
80 long as there are hungry people there is no rcason why
we shouldn't remove restrictions in favor of unlimited
production. Many contend it would cost no more than the
current programs to do so.

The Farmers Union Grain Terminal Assoclation in St. Paul, with
Bill Thatcher as its primary spokesman, has been trumpating
this line for almost a year. They are most careless with the
truth., They contend that we could produce at a maximum with
$2.00 price supports for wheat and distribute that production
around the world at no greater cost than the present mrogram.
This is completely false. Even if 1t were sound poliey to

do this the cost would be at least double the current programs
not counting the necessary ' logistical support. Mr. Thatcher
simply refuses to listen to reason.  Ceorge McGovern follows
this line, although he sceds his presentations with some
comments that we need to have agricultural technical development
and that we could not have unlimited production all at once.
Even as conservative a publicatlion as the Farm Journal has
picked this line up in part.

2, Many farm politiciens, to wit, Mmdt, Dirksen and Young, follow
this line. It is samewhat comparable to the support of such
generally conservative legislators for utilization research,
Farmers do not like to restrict production. Therefore, the
officeholder needing votes looks for something he can advocate

: i} ' and avoid the touchy supply management grounds., Utilization

i ' has provided such a convenient outlet in the past, now it is

: ' unlimited production and feed the world. Religious and hunme
itarian groups of varicus kinds strongly advocate such proE;rums
based on human needs,
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3=~The President

Tast Friday I spoke to the National Newspaper Publishers
Association in Omoha end then The Grange in Topeka, return-
ing that night. I had press conferences in both tovms and
found it ironical that for the first time in five years,
rather than being questioned about surpluses, I was ques-
tioned about shortages.

T have been trylng to avoid adding in any way to the current
high level of interest. Instead I am trying to dampen it

in every way possible. It 1s impossible of course to com-
pletely avoid exposure to press, radio and television media.
My practice is to avoid spesking or commenting on the inter-
national agriculture subject. There are of course two
alternatives vhen specifically questioned:

(a) A "no comment" positioa.

(b) A careful comment which will serve tb dampen and de-
emphasize attention.

I have concluded that (b) is the better course to follow

because a studied "no comment" rather than dampening interest .

will stimulate it.

Therefore, I um currently handling specific questions directed
to the intermational food and fiber area in the followlng
manner .

(1) The Food for Peace Program has been strengthened,

. expanded, and made more effective by this Administration.
I then detail specifically how it reaches more people
with a greater volume of food than before 1961 and how
its tie-in with economic development in the receiving
country has been significantly improved. I then go on .
to point out that it is not easy to glve food away s0
that it will be effectively used by the receiving coun-
try, but we have learned a good deal, and we continue
to experiment and learn how to do it more efficiently.
Certain conditions I emphasize must always be met.

(a) The receiving country must bhave the organization
and capacity to handle the food efficiently and
to get it where it's needed without profiteering
or corruption.
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li~~The President

(b) It must not inhibit the agricultural development
of the receiving country.

(¢) It mst not disrupt free world commerce.

Finally I emphasize that we must keep in mind that it
is not to our interests or that of the less developed
countries to run a worldwide relief program forever.
The LDCs do not want to be permanent relief clients.
Rather we should use our food to help them to build
their own agriculture so that they will become cash
customers for our agricultural exports, rather then
relief clients. Our own climbing agricultural exporte
make it clear that when less developed countries begin
to make progress our own agricultural exports increase

rﬂpidly .

Finally I emphasize that in the long run the Western
world, including the United States, does not have the
capacity to feed the whole world for very long. If

they do not strengthen their own agriculture not only
will they fail to strengthen the economy of their owm
nation but some time in the not too distant future the
capacity for food preduction worldwide will fall sharply
behind the population demands with catastrophic results.

When I am questioned about P.L. 480 and what we propose
to do next year when it terminates, my response to that
question is the same as to all questions about the next
Legislative Program, "It is currently under careful
study and when the President makes declsions they will
be announced as appropriate."

I take this occasion to set down in some detail ac outlined
above the best technique I have been able to develop to handle
the media where this subject is concerned., So far I believe
it can be said that we have not stimulated any attention and
in some instances, I belleve, have been able to dampen the
level of interest by a dispassionate review of the facts as
outlined above.
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DEPAﬁ¢HENT PASS AGRICULTURE SE@KETARY FREEMAN

REF:: EMBTZL 1399
1. SUBRAMANIAMY REPORTS CA&&QﬂI.TOJHY ADCF

NOTED BELOW ENTIRE PROGRAM I.JCLUDING TARG
COMMITHMENTS CONTAINED IN ROMZI AGREEENT.

ED WITH ONE EXCEPTION !
TS AND FUNDING -

[
38

2. THE ONE EXCEPTION WAS MATTEZR OF FEZRTILIZER DISTRIBUTION
WHERE THERE WAS NO PARTICULAX OPPOSITION BUT ONLY DECISION
WATTER SUFFICIENTLY COMPLEZX TO WARRANT EXAMINATION BY A SUB-

PAGE TWO RUSBAE 276 S—e~t T o T :

COWMITTEE EEFORL A DEFINITIVE CABINET DISCUSSION. SUBRRAMANIAM
WHOLLY COWFIDENT OF ACCEPTANCE OF PROGRAN. IN THIS AREA ALSO
IN PLENTY OF TIHE TO MAKE GOOD HIS AGREENMENT WITH YOU TO i
ANNOUNCE BEFORE JANUARY 1. o

o " E 'S
3. CABINET HAS COMMITTED WITH FINANCE OF COURSE CONCURRING %42
MILLION OF FREE FOREIGN EXCHANGE PLUS ADDITIONAL APPROXIMATELY
EQUIVALENT $1@ MILLIOW OF-SOVIET sSLOC RESOURCES FOR INMNMEDIATE
PURCHASE OF IMPORTED FERTILIZZR FOX NEXAT KHARIF CROP._THUS
HAS DECIDED TO SELF=-FINANCZI SUBSTANTIALLY MORE THAN THE
100,000 T NITROGEN INDICATED IN YOUR AGREEMENT. ALSO THEY HAVE
OPTED TO DO THEWMSELVzZS SLIGHTLY MORE :U W THAN MISSION'S
EARLIER PROPOSAL FOR A MATCHIWNG $52 MILLION FERTILIZER LOAN
WOULD HAVE REQUIRED. ,

4. FULL SCOPE OF CABINET DZCISIONS WILL BE REFLECTED IN
SUBRAMAWIANM LOK SABHA STATEMZINT DECENMBER 7. WE URGENTLY HOPE
FOR QUICK U.S. REACTION ALONG LINES DISCUSSED IN PREVIOUS
MESSAGES. BESIDE LONGER-TERF PL-483, QUICK, FORTHCONXING U.S.
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POSITION ON NEAR-TERIY FERTILIZER R:JEOwJILJTb ABOVE INDIAN
SELF-HELP DECISION WOULD BL PARTICULARLY HELPFUL.

5. WE STRESS AGAIN THAT NONE OF CABIWET SAVE SUBRAMANIQM AND

PAGE THREE RUSBAL 276 STz T - ey
Pli AWARE ANY DETAILED U.S. SUGGESTIONS UWDERLVH TODAY'S W
DECISION. THIS MAKES SELF-HELP QUALITY CABINET'S ACTION ' = o
DOUBLY CONVINCING BUT ALSO MAKES IT ESSEW TIAL NO WASHINGTON s
'STATEMENT REFER TO FREEMAN-SUBRAMANIAN AGREEMENT. .
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DEPARTMENT OF S. .{E <
AGENCY FOR INTERNATIONAL DEVELOPMENT

December 3, 1965

Mr. Harold H. Saunders
National Security Council
EOB Bldg. Rm. 372

Per conversation, the fertilizer

specifics are on pages 4 and 5 of the
first paper.

Att. @/"LK

C. Herbert Rees
Director, Office of So.
Asia Affairs
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Advisability of Major Legislation -- A Food Act

A Food Act put forward by the Prime Minister would be an effective
way to mobilize public opinion and support for a full scale, top-

priority, development program to combat the food crisis which faces
India.

These are the main elements which should be included:

1.

The preamble would refer .to the bedrock necessity of encouraging
significant food production increases in the immediate and

_ longer-term future to meet the needs and demands of India's

present and growing population and to meet the needs of the
national defense.

The Act would put in specific terms what is contained in the
Fourth Five Year Plan for food and agriculture, and what 1is
authorized or to be authorized in the forthcoming annual
budget.

The proposed Act should be a near-closing part of a major
program presentation by the Prime Minister to Parliament,
backed up to the greatest possible extent by unified GOI
Cabinet support. It should focus on the current factual
outlook for food and agriculture and stress the somber
prospects confronting India unless more vigorous measures
are taken, beyond rationing and regulation by GOI of inter-
state food movements. It should include as well the vital
aspects of food for defense and the critical roles of family
planning and greater freedom in the private industrial sector
within the dimensions of the Fourth Plan.

The Act should be a blueprint for action, including enough
program details to indicate specifically what will be done
and how.

a. Fertilizer. This section would nail down the specific
plant capacities and fertilizer supplies to be authorized
by the plan, the public expenditures and private actions

during the next 12-month period. ;

|H4a
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Seeds. This section would expand the authorities and
resources of the Seeds Corporation to assure acquisition
of needed seed supplies from all sources, particularly .
new varieties; to acquire and build the necessary
facilities for seed multiplication plants and farms;

and to provide practical demonstrations of the optimum
uses of the seed.

Food production credit. This section would express the
intent to supplement existing credit sources to cultivators
by the establishment of a National Agricultural Credit
Corporation with a significant capitalization. In its
first year of operation it would work through Federal
Reserve and State credit institutions to the maximum
extent necessary to place timely credit available to
cultivators.

Insecticides and Pesticides. This section would lay out
what specific resources will be available and what pro-
grams and procedures are to be followed by the States in
administering these activities in reducing food losses
through unnecessary insect and pest damage.

Water. This section would lay out the authorization for
GOI to establish. and make available to cultivators,
through the States, the necessary and specific supplies
of piping, pumps, motors, and power.

Administration. This section would make it clear that
normal processes heretofore in effect in obtaining
financial approval for individual expenditures all along
the line will not govern GOI actions under the preceding
sections, but will direct the Ministry of Finance and the
Ministry of Home Affairs to develop new expeditious
procedures for the approval of the President and the

GOI so that the financial backing for the plan is not
delayed or jeopardized. )
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II. Federal State Relations

In view of the critical situation resulting from shortfall of the
current grain crop, what can be done to insure that domestic
‘supplies are not hoarded in the surplus states but are equitably
distributed? '

Authority to do this is vested in the National Food Corporation.
This central authority to requisition or obtain supplies and to
move them where needed must be clearly established. The roles
of the State agencies should be subordinated to the central
authority. : )

-

PRESERVATION COPY



III. The Critical Fertilizer Issue [

Fertilizer is the key element in accelerating agricultural pro-
duction. Requirements in 1970 total 4.6 nillion tons, including
2.6 million tons of nitrogen, 1.3 miliTon tons of phosphate and
800 thousand tons of potassium. To reach these targets will
require 1 to 1-1/2 billion dollars of imports over the next 5
years (See table, page 5).

India's Third Plan which ends next spring had fertilizer targets

less than half 1970 targets. Actual performance was only one-

third of the Third Plan targets. Current capacity is about _
450,000 tons but production is less than 250,000 tons, an average J
operating rate of 50-55 percent.

The steps taken to meet next plan's targets must be realistic
in terms of insuring a sufficient supply and its effective
distribution and use.

Increasing Production

1. The critical need is for private capital from abroad to build
up India's fertilizer industry. Proposals in various stages
of negotiation are dragging along without real hope of being
realized. India must adopt an attitude more sympathetic to
attracting foreign investment to obtain needed capital.

India must be prepared to pay the necessary price.

Three fertilizer plant proposals are under serious negotia-
tion: (a) Birla-Armour with a capacity of 350,000 tons of
nitrogenous fertilizer; (b) joint GOI-Imperial Chemical
Industries -- 200,000 tons of nitrogenous fertilizer; and

(c) GOI-Standard of Indiana Oil.Company — 200,000 tons of -
nitrogenous fertilizer and 85,000 tons of phosphate fertilizer.

For nitrogenous fertilizer, these projects total 750,000 tons.
Capacity by 1967 for plants in being or under construction-

is estimated by AID/India at 800,000 tons. It takes at

least 3 years to construct a plant, but in India it has

taken more like 8 years. Unless new projects are started
quickly and performance a lot better, there is little hope

of reaching the target of 1825 thousand tons produced by o
1970-71.

-
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Fertilizer Targets

. Import
Year Requirements Production Imports Value
(1,000 toms) (1000 tons) (1000 tons) ($§ millioms)
Nitrogen 3 ;
1964-65 Actual 590 260 350 . 70
1966-67 890 405 485 97
1967-68 1170 660 510 102
1968-69 1530 1050 480 96
1969-70 2000 1705 295 59
1970-71 2625 1825 800 160
TOTAL 514
S Phosphate
1964-65 Actual 180 170 10 1 .
1966-67 400 200 200 20
1967-68 460 250 210 21
1968-69 690 470 220 22
1969-70 1080 113 . 365 37
1970-71 1300 740 560 _56
TOTAL 156
Potagssium s
1964-65 Actual 96 _ 96 9.6
_________________ g, .t e ot e
1966-67 250 250 25
1967-68 350 350 35
1968-69 450 450 45
1969-70 550 550 55
1970-71 670 670 _67
TOTAL 227
Import Summary
Nitrogen Phosphate Potassium Value
(1,000 tons) ($ million)
1964~65 Actual 350 10 96 80.6
1966-67 485 T 200 " T 2s0 T T T 1w T
1967-68 510 210 350 158
1968-69 480 220 450 163
1969-70 295 365 550 151
1970-71 800 560 670 283
TOTAL 897 *

* Does not include 300-400 -11110n dollars of raw material imports for domestic

production.
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Other prospects include: (1) a loan application submittted to
AID to finance a public sector plant with 135000 tons of
nitrogen capacity and 110,000 tons of phosphate; (2) studies
for a proposed public sector plant to produce 200,000 tons

of nitrogen and 85,000 tons of phosphate; and (3) a Coromandel
project under construction sponsored by California Chemical
Company and International Minerals and Chemicals Corporation
to provide 80,000 tons of nitrogenous fertilizer and 75,000
tons of phosphate fertilizer. -

To cut red tape and paper work, and speed up meaningful

negotiations, establish a cabinet level interministerial committee

as the sole center government agency with whom foreign investors v
need deal in order to obtain the center government 's approval

of a fertilizer project.

This Committee should have sufficient staff and authority to
enable it to coordinate the views of all the GOI Ministries
interested in the development of fertilizer projects and to
grant all necessary approvals on behalf of the center govern-
ment .

The Committee should also, to the maximum extent feasible,
assist investors in obtaining any necessary approvals from
state governments and insuring that the ancillary facilities
required for the construction and operation of fertilizer
plants are made available as required. The Committee should
offer a single office of recourse for private investors who
are encountering difficulty at any stage in implementing
their fertilizer projects. '

The Committee, on behalf of the GOI, should be authorized to
issue a single, blanket license for the approval of privately
sponsored fertilizer projects in lieu of the present system
of requiring separate approvals of the basic project, the
capital equipment to be imported to build the plant, the
equity shares to be issued, and the tax exempt status of
foreign techniclans to be employed im operating the plant.

The Committee's approval of the basic scheme should auto-
matically carry with it the final government approval of

the project's capital structure (unless a public issue is
involved), the import of such capital equipment as the'owners

of the plant believe is required, and the tax exempt status .
of such number of foreign technicians as the directors of

plant believe it necessary to employ.
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Establish that once a privately sponsorcd fertilizer progect

is approved by the government, the project shall not be subject
to any increase in duties which thereafter may be enacted on
the import of capital equipment.

Authorize and assist privately sponsored fertilizer projects
in obtaining directly loans to insure the availability of
the foreign exchange required to finance the project's entire

seeding program and multi-year raw material import requirements.

Adopt a flexible policy toward majority foreign ownership of
fertilizer plants.

With many existing plants operating far below capacity, steps

. must be taken to improve performance to capacity levels.

Increasing Imports

The GOI should give a very high priority in allocating foreign
exchange to .importing sufficient quantities of fertilizer to

supplement domestic production and insure that fertilizer
availabilities reach target levels,

To meet targets (including fertilizer materials needed for
domestic production) will require some 200 million dollars
in 1966 and over 350 million in 1970.

India's reserves are probably only 50-75 million dollars
above the minimum required for their currency. Last year,
India generated L8 billion dollars from exports, received
ald from U.S. and other countries of 1.5 billion, and
business investment of 1.6 billion. Including other earnings
and private remittances, the total receipts were about 5-1/2
billion dollars. External debt service payments alone are
taking over 300 million a year.

Unless top priority is established for fertilizer exports,
foreign currency will go for other uses. Additionally, to

the extent that domestic production fails to meet its target,
foreign exchange for imports would need to be increased over
and above these estimates.

As a minimum, 2 billion dollars of exchange will be needed for
fertilizer, seed and other factors of farm production to meet
the targets of the Fourth Plan over the next five years.

-
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Improving Distribution 'S
9. The GOI eliminate price controls on the sale of fertilizers.

10. The GOI eliminate its central nitrogen pool and authorize all
manufacturers of nitrogenous fertilizer, whether public sector
organizations or private companies, to establish their own
distribution arrangements. At a maximum the government should
have a right for a limited number of years to buy a small
percentage (say 25%) of private manufacturers' output to .
distribute in the areas which it would be uneconomic for
private manufacturers to service.

11. In any interim prior to the termination of the pool, the
profits realized by it should be reinvested in expanded
efforts to promote the use of fertilizer.

12. All distributors of fertilizer, whether public sector organi-
zations, cooperatives or private companies, be authorized to
market their products in any geographic area including those
nov served exclusively by cooperatives.

Improving Credit Availability
13. An appropriate independent center goverament agency exercise
effective regulatory control over the operations of the
cooperative credit societies with the object of inducing the
cooperatives to develop simplified procedures, to be more
efficlent and equitable in the processing of applicatioms,
and more effective in supervising credits.

14. The GOI establish, with adequate funds and administrative
support, an alternative and competitive system to that of
the cooperatives for providing credit to finance the purchase
of fertilizer. Such alternative system should have access
to government sponsored credit on the same terms as the
credit the government makes available to cooperative societies.
In particular, private distributing companies should be given
access to sufficient credit, on the same terms as the GOI
sponsored credit provided to co-ops, to enable such distribu-
tors to finance directly their retail sales.
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15.

Induce institutions offering agricultural credit to (1) pro-

vide increasingly for credit and repayments in kind, parsicularly
for small cultivators and (2) provide credit on terms which are
compatible with the present structure of land ownership in

India and the existence of tenant farming.

-
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IV. Other Production Inputs Reduirad

)

While fertilizer is the top priority input, other factors of pro-
duction need to be improved as well., The information on these is
fragmentary. Two questions are pertinent: What are the specific
targets for the other inputs such as pesticides, seed improvement,
irrigation, etc.? What are the specific steps to be taken to
realize those targets?

1. Very preliminary information on irrigation contained in the
Fourth Five Year Plan memorandum indicates a total outlay of
4.5 billion rupees (about 900 million dollars) is scheduled
for minor irrigation. This expenditure level should be
doubled. o

' Most of the past minor irrigation investment has been for
defensive irrigation. This supplies adequate water to
protect against total crop failure, but does not make
available sufficient water for intensive agricultural
production based on multiple cropping patterns. A strong
drive towards intensive irrigation investment should be
made by the GOI. J

This will require large investments by cultivators and the
GOI in tube wells, pumps, drilling equipment, etc. A

clear plan and adequate earmarked expenditure goal for the
Fourth Plan is essential to replace present vague objectives
of adding 4-5 million new acres each year.

2. Substantial amounts are also essential for domestic programs
for other inputs such as pesticides, seed improvement, and
land improvement. These figures should be developed and built
into the budget process. They should include, for example,
improved seeds, large scale multiplication of seeds and
effective distribution and information for use; adequate
supplies of pesticides and insecticides available to
cultivators, instruction on use, and large scale control
programs, such as aerial spraying.

Plans to parlay the present 3,500 acres of new seed varieties
to 40 million acres of improved rice and 10-11 million of
wheat by 1970 must be made specific. N
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4.

o Iccou-odatc thlll diff-rnncas.

The items above reﬁuire 300 million dollars during the Fourth

11

Plan period. Priority for foreign exchange must be arranged.

Special attention will have to be given to the supply and

terms of rural credit. . A substantial overhaul of the entire
rural credit structure may be in order. Also, every effort
should be made to expand the role of private credit institutions
in agricultural investment. Both the credit institutions and
terms of credit should be designed to meet the future need of
cultivators with respect to specific investments. The credit
needs for irrigation investment are different than those for
fertilizer. The rural credit utructurn must be tailored to
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V. The Population Problem L

Over the longer run, the rapid growth of population -~ over 10

million a year -- will make very difficult, if not impossible,

closing the gap between food production and food requirements.

What is the target and what {s being done to effectively attain
ie?

Mr. Ashok Mehta, Vice Chairman of the Planning Commission, has
made a very strong statement on the need for retarding the rate
of population increase and in support of a Crusade for Family
Planning. This needs to be implemented in concrete terms and
financed in a specific budget item.

- PRESERVATICI 2™



THE RECENT HISTQORY OF INDIAN AGRICULTURAL PRODUCTION

The final test of a country's ability to feed its people lies in its
record of food availability. For tha past 5 years India has written a very
poor record (table 1).

During this period agricultural production has stagnated while population
and food needs have soared. Even in the face of rising food grain imports
which nearly doubled during this perio;:!., per capita supplies of food declined.
In 1961 the gross per capita availability of food grains was 195.2 kgs. &
This has dropped steadily, with the exception of the unusual production
year 1964-65, to an anticipated level for 1965-66 of 176.0 kgs. In terms
of net per capita consumption--the amount available for human consumption=--
the decline was from 171.8 kgs. for 1960-6l to 15L4.9 kgs. in 1965-66.

Thus, during the past 5 years, period of time equal in length to
a full Indian development plan, the food situation has been steadily
deteriorating in spite of greatly stepped up food assistance from the U.S.
This is not a record of achievement that the U.S. can continue to live with.

Table l.--Food grain production, imports and consumption, 1960-61 - 1965-66.

:Total avaik Net con-
Pro- Popu-

: ¢ ability : sumption
$ Guciian : ] ARSI :per capita:per capita
: 1,000 MT 1,000 MT 1,000 M Millions Kgs. Kgs .

Con-

Year Imports sumption

.8 e
. e8 e

Ll

1960-61.....: 80,965 4,424 85,389 437.5 195.2 171.8
1961-62|00lc: 81,036 3,31}6 8"*,382 7.9 l%.l'. 165-8
1962‘630_00.-: 78,1"1"8 h’hoa 82,856 h58|7 l&}.6 158-9
1963“6h|n000: 80,181 h,w 85,081 I"-69-8 lelt 159.]1'
1964=65.....: 88,180 7,400 95,580 L82, 198.0 174.2
1965'%. seeel &3,000 T’hm BT,I-IW 19600 176-0. 151*39

.
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November 19, 1965

BULK WHEAT MOVEMENTS TO INDIA

Export Capacity in the United States

We anticipate there would be no difficulty to increase wheat sexports
to India from six million tons to nine million tons.

It is estimated that current unused capacity of wheat export facili-
ties substantially exceeds the three million ton figure. There may be
aome‘congeatiun involved in a particular port but reasonable allocatiom

of the increased tonnage among ports should avoid this problem.

Receiving Capacity in India

An increase of exports from six million tons to nine million toms or
an average of 750,000 tons monthly is liiely to be more than India is able

to receive unless facilities are improved.

Under normal conditions and excluding monsocon periods (latter part
of June to mid-September) India is capable of receiving approximately
600,000 tons of wheat per momth. To incren;n Indian imports by 100,000
tons monthly would put strain on port, domestic transportation, and storage
facilities.

Shipping Availability

Sufficient-lhipping would be available to transport an increase of
three million tons to India.

The increase would be transported mainly on foreign flag vessels
since relatively few United States flag ships will be available, at least

for the next few months, to carry wheat to India. -

It is likely that an increased demand for foreign flag shipg would
result in a rate increase for such shipping. The Indians now pay the foreigh

flag rate for all wheat cargoes, whether they are U.S. ships or foreign flag.
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‘o ¢ The Secretary ~ November 13, 1965

/are

DEC 3

The Under Sécretary < ‘
Dorothy Jacobson ;
v Nathan Koffsky

From : Les Bram Ji
Subject: Some items far discussien in Ham

Originally, I had intended to focus th.is mems> on the raxt Five Yeay Plan,

but given the seriousness of the current situatien it might be better to

focus on the short run. India has two crop seasons, one is the kharif er

summer crop, usually planted in the suwmmer and harvested during November-
January. This is the main crop accounting for two thirds of the total crop. ®n
The winter or rabi crop is being sown new far harvut :i.u April and May.

Seme early estimates of the summer :rain c.rop m now hecoming available,
The gttachad table, drawving on information fram several sources ard uvsing
nunbers whenever availalle, eketches the general dimemsions of the prolklem,
Although production is not likoly to be off by nearly as much as the state
estimates indicate, the gap between foed production and foed needs will be
without precedent. The numbors given in the takle account’ for more than one . .
third of the tetal foedgrain crop. Two or thre€ minor states are cmitted, /¢
It does not seem likely that any state w:i.ll ﬂac.h last yar's production
lavels, :‘“‘: B -

2 ) ,,;g’ AT _ J\r.ﬂ :
Prospects for the rabi crop now being plantnd are ne-h very geod either, Seil
moisture levels ars low and many irrign.han res&voirs are only partly filled.

Minister Subramaniam will likely have a nora caq:l.eto and more up to date crop
prospects table whem he arrived in Rame.  He is jin Makarashtra teday surveying
the situation, *Both U,S. and Indian observers have reported the likelihoed of
famine or near famine in Maharashtra within the mz:t few months,

In states such as Maharashira and Madkya 'Pradaa hera- crops averaged less than
half of last year's, same districts experienced,totel erop failure. Several
districts in Rajasthan, where the monsoon failed completely,/alse reperted to
be on the verge of famine,

If Minister Sutramaniam thinks there ig et+ill a pasa:.hﬁ.lit_y of geu,ing some
fertilizer in time faor next year's summer crop, ‘he will likely want te explore
‘the possibilities of trying to get enocugh AID mnpro;.ct funds released for

this purpcse.
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mgg.x' ESTIMAIES OF APPRATSALS OF FALL GRA IN CROPS Q[ BY INDIVIDUAL STATES
IN ;HQI_&_
State Crop 1964 /6 ]265266 Charge Change’
—— million metric tong —— i percent
Andhra Pradesh ric 4.6 4.2 Dk el
grains "down Sharply® :
Assam foedgrains “crop should be close te last year"
Dihar rice &corn 5.4 4.0 -1.4 26
Cujarat fall food- 2.5 1.3 ~1.2 ~48
grains )
Kerala rice ngrowing corditions have been favorable® '
Madras foodgraina "erop locked good eardier bul now beginning to wither?
Maharashtra rice | 3.4 1.4 -2.0 -39
Madhya Pradesh rice 3.5 1.4 -2,1 ~60
Mysore foodgrains tyorst in 63 years ~- every area affectedt
Crissa rice 4.0 3.0 -1,0 -33
Punjab foodgrains  'crop will be down slightly®
Rajasthan foodgrains “down sharpiy from last year"
Uttar Pradesh fall fooed- 9.9 5.5 0.4 i -1
* grains
gfﬂ.inﬂ 7 P —
J6-§ 2573, 11D -3/

NOTE: In a scarcity situation shortfalls are invariably greatly overstated by the
State Govermment so as to Improve their prospects of getting. foodgraing fram
Center Government stocks. The numbers appearing abave are thus not to be

used as such,

Actual short .

. Nonetheless, the shortfalls are pervasive and the prospects are grim,

T
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CONFIZENTTAL

&
THE FOOD STTUATION IN INDIA

o,

The food and agricultural situation in India during the coming year
is forecast as being critical. It may well be the worst foed year in the
nistery of indeperdent India. This memorandum presents the latest think-
ing of knowledgeable pecple in the Depu-tmnt on the foed prospecis for
the coming year, 1966.

Firsthand assessments of the 'curriul: Ind:lm foed situation are in

. frem Les Brown (memo of November 8 and cable of November 10) and Arthur

T. Thompson who just retwrned from India on a price suppert mission.
Their acsessment of food proeduction, based on travel and conversation
with key Indian officials, enables us to construct a feod grain balance
sheet for India for 1965-66. These estimates refer to availebilities
and consumption during calendar year 1956. A mumber of alternatives are
presented in table 1. . __.,u-,, g

Table 1. --India.n Food Grain 'm]a.nce

Ttem .1 196465 : - 1965-66

3 $ I o ol 8 ¢ : III

jem————— ----mllion metr:lc torg-ecrwerencnene
Mmtion...........‘...: 87 .—m _5 &
Imports (all sources)...: 7 16 10 &
almlyoocoonoooo-nloocto: 9!} 96 m &7
Consumption. ceacscsvesss? 9ol 96 - 87
Population (million)....: 48O Ttpgo T go Lgo
Per capita consumption..: 196 kg. 196 kg. 18k kg. 172 kg
Percent decline in per :

eapita consumption :
: - 6 9%

from 1064-65.ccavescre

In 196%-65 India preduced €7 million metric tons of foed grains;
it imported 7 million metric tons (6 million from U.B8.); and comsumed
nearly its total supply of 9% million tons. This level of gross availa-
Pbilitiea (it does not take into account losses which are substantial)
made available 196 kilograms of feed grains per persen. And, the foed
situation was t.ight. The econony has been cperating on a ship-to-mouth .
basis with no pcospect of buildi.ng any carryover stocks.
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Becsuse of a bad monsoon, grain production this fall and in 1966
will inevitably be down substantially from the 87 millien ton level in
196k~65. On this point there is no dissgreement among either Americans
or Indlans. At this time, the most probable level of preduction would
e 80 million tons (down 7 millien from last year). In the meantime
the population has grown at least by 10 millicn peocple edding a minimum
increase in demand of 2 million tons. ; '

Three combinations of productien, imports, and consumption for
1965-66 are presented in table 1. With preduction of 80 million tons,
it vould take 16 million tons of imports to maintain last year's per
capita consumption levels (alternative I)." But, this is wnrealistic
since it would be impossible to move that much grain and reflects no
belt tightening on the part of the Indians. 'The Indians will need to

ration and increase feod prices. ‘. T

With production of 80 million tons and imports of 10 million tens,
per capita consumption would be 184 kilograms per capita. This would
result in & declire -in per capita cansumption of sbout 6 percent--about
the waximum that could probebly be tolerated (alternative 1I).

If grain imports in the coming year were at last year's level of
7 million tons, per capita consumption of foed greins weuld have to
decline by 9 percent {alternative II). A decline of this magnitude
would mean widespresd starvation.

With 10 millicn tons indicated as the absolute minimum, an increase
of U.S. shipments of at least 3 million tons or 5Q percent sbove the
6 million tons we shipped this past year would be required. It is
assumed that India would centinue to sbtain 1 million tons £frem other
sources as last year. .

&= i R .

It must be ewphasized that, in the case of Tndis, average levels
of consumpticn per person understate the problem. This is so because
of the zonal restrictions which prevent the free movement of food grains
ébout the country and the tendency for these restrictions to become more
rigid as the food situation tightens., BStates vith adequate food supplies
will jealously guard them and prevent their movement to other States.
Traditienally, deficit States such as Kerale and Uttar Pradesh and those
with severe crop failure, will have to rely very heavily oo imperts.

- cwm’gfm

PRESERVATION COPY



https://en,pbasir.e4
https://c:1tb.tt
https://mi.lllo.11
https://inqea.5e
https://minim.tm
https://mlll.i.en
https://Amerlce.ns

The severity of this is underscored when we consider the fact that there
are over BO million pecple in the ftate of Uttar Pradesh who are likely

to be at the mercy of grain imporxts. We stress this, because the Centre
Government of India does not have the political power or administrative

- machinery to break the growing menopoly power of individual gtates over

foed supplies.

* Getting at least 10 million toos of grein Imperts is net the cnly
probléem on the Indian food seeme, nor is wgking available at least an
additional 3 million tons the only considecaticn the U.S. faces. The
movement ef this much grain would invelve a tremendous effort.

India imported 7 millien tons of grain last year. It had to sityain
to 8o that much. Moving an additienal 3 million tons through its psrts
and distribution system would be a Herculean task! Top priority would
have to be given to food imports and for railvsad and truck transgport.
Numerous mechanical unleading devices and technical assistance would
have to ke provided by the U.S. at a substantial cost if the job were
to e accomplished.

On the U.S. side we have to consider problens of grain mavement
and shipping capacity which is new tight.

Time is an all ipportant facter! BEvery mouth that gees by means
the same total qu of food grains would have to e moved at a
fastey rate. If 10 million tons of food grains were scheduled to be
imported by India over a 12-month peried, it would require imperts of
833 thousand tons per wonth--vore than ever bvefore. But;, if India were
to continue at its present vate of inports of 500,000 tons per month for
6 moaths, it would have to import 7 million toms in the remaining € months
or nearly 1.2 million tons per manth. This would be impossible to achieve.
If the U.8. had to move an additional 3 millica tons to India over only a 6-
month periocd, we would be bumping up against our export capacity aed special
steps would be required,

Bach month of delay makes the job more difficult for both India and
the U.8. Too much delay will make the task impossible.

Agriculture
11/16/65
Martin E. Abel
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THE LONG-TERM FOOD STTUATION IN INIDIA

The long-term food outlook irn India is in many ways an extension
of the critical short-term situation. The Government of India has
delayed so long and in so many areas of agriculturel development taat
future delays could easily turn the short-run food crisis into e
perpetual one of fantastic dimensions. Thus, neither the G.0.I. nor
the United States can afford to divert any attention or resourccs
away from agricultural development during the pending food crisis.

If anything, more energy will have to be devoted by both governments
in the immediate future.

Further, the G.0.I. has been willing to take meaningful action
in egriculture only during a crisis. It will shortly be in the midst
of a most critical one, and they well know it. It may be a time when
the U.S. can exert maximum influence on the shape of future agricultural
development. We might be able to use food aid not only to avert
immediate disaster, but to induce changes in Indian policies and actions
toward a more favorable rate of agricultural development.

L]

A discussion of the long-term agricultural development prospects
bears directly on Minister C. Subramaniam's letter of August 30, 1965
in which he spelled out India's plans and policies for producing food
enough. We, therefore, present our views on certain specific aspects
of future agricultural development, and pose questions whose answvers
either from Mr. Subramaniam or from the G.0.I. generally would indicate
the seriousness with which agricultural development is viewed in India.

The tone of the Minister's letter is that if the needed inputs
are made available, India will be self-sufficient in food prcduction
by 1970-Tl. We don't agree with the Minister on total self-sufficiency,
but certainly India will have gone a very long way toward solvinz its
food and agricultural problem if the needed inputs are made available.
The big issue that is unanswered in the Minister's letter ana needs
further exploration is not only what it will take in the way of inputs,
but what will be done by the G.0.I. to insure that the needed inputs
vill be made avallable to cultivators 1n adequate amounts. LU would
be most valuable to the Government of tne United States if it had a
bill of particulers from the G.0.I. that (a) indicated agricultural
development was being given top priority, (b) spelled out specilic
program actions to be taken to effect a satisfactory rate of foocd
end fiber output, and (c) allocated sufficient resources to this erffort
to insure its success. One way this could be done is for the G.0.I. to
present a Food and Agriculture Bill to Parliament which spelled out not
only what was going to be done, but also how it was to be accomplished
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and financed. To give this Bill the priority end total Government
support it deserves, it could be presented by Prime Minister Shastiri
rather than by the Minister of Food and Agriculture.

Fertilizer

Probably the most important element in accelerated agricultiural
developmert is increased availability of fertilizers to Iandian culti-
vators. The G.0.I. and U.S.A.I.D./India sre getting close tozetner
on future requirements--2.4 and 2.6 million tons of nitrogen by
1970-T1, respectively. In addition, 1.3 million tons of phosphatic
and 670 thousand tons of potassic fertilizers will be required.

The Minister recognizes that even with a crash program in fertilizer
plant ‘construction, substantiel imports will be required for several
years to come. His estimate of between $800 miliion and $1,600 million
of imports over the next 5 years is in line with U.S.A.I.D./India
estimates.

Thus, we can pose the following questions:
L]

l. What is the G.0.I. doing to maximize fertilizer
production from existing plants? The past record
of operating at only about 4O percent of capacity
is & very poor one.

2. What is the G.0.I. doing to attract foreign private
investment for fertilizer plants? What steps has
the G.0.I. taken to make fertilizer production and
distribution a profitable enterprise that will
attract investment?

3. What steps has the G.0.I. taken to insure the
availability of forelign exchange for the importa-
tion of fertilizer? Wwhat categories of imports
will be reduced to make this exchange aveilable?
To what extent will it rely on external financing
and how does it plan to get it? ’

Note: The total package of decisions involving fertilizer goes
far beyond Minister Subramaniam's Jjurisdiction. They must be made on -
a government-wide basis and involve most directly the Prime Minister,
the Minister of Finance, and the relevant minister of industry.

Thus, it is ultimately up to Prime Minister Shastri to make the
necessary decisions.
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Improved Seed Verieuies

Progress has been made in the development and Ilntroduction of
improved varieties of rice, wheat, maize end sorghums. But before
these new varieties can be of widespread benefit they must be muluti-
plied in sufficient quantities, erfectively distributed to culti-
vetors, and used in conjunction with edequate amounts of fertilizer
and water.

These questions are relevani:

1. What steps are being teken now to get large scale

pultiplication of these seeds

©, What actions are being %texen to effectively
distribute these seeds to cultiivators along
with the necessary information on how to use
them? (Without fertilizer the new varieties
yield no better than the old ones.)

3. What steps are being taken to develup’a larger

variety of improved seeds thal are adapted to
local conditions and resistant to disease?

Minor Irripgation

Concomitant with fertilizer end seed must be adequate watler
supplies. The G.0.I. has followed a practice of investing in
"qefensive" irrigation; i.e., provide enough water to prevent
dipastrous crop failure. This is not an adequate policy for achlev-
ing intensive irrigation systems under which several crops can oc
harvested during the year from the same acresge. And, it is” this latter
type of system that 1s needed in India to develop the needed intensity
of production.

Much can be done along these lines by cultivators themselves.
This is particularly true for field and irrigation cenal development
end sinking of small tube wells. More will hLave To be done by the
G.0.I. to make piping, small motors, pumps, and fuel or electricity
available to cultivators. Too, adequate credit for financing taese
investments will be needed.

comm

—->

PRESERVATION COPY


https://vorieti.es

N LD TR S s

Questions:

l. What studies has the G.0.I. underway on the
feasibility of more intensive irrigation based
on small tube wells?

2. What steps have been taken to provide cultivators

with piping, pumps, and motors and the uel or
electricity to run them?

Insecticides

The loss of food supplies througn insect and pest damage both
in the field and in storage i1s a sizable onc. This is a perticularly
ecute problem in a situation of food snortages. It is very immortant
that the G.0.I. move ahead rapidly on a nationwide program of pest
control. Along these lines we can ask:

l. Vhat has the G.0.I. done to insure that adequate
supplies of pesticides and insecticidés are made
available to cultivators in appropriate form and
time?

2. What programs are underway to educate cultivators
and grain storers in the use of pesticides and
insecticides?

3. What steps have been taken to institute large
area programs of control such s aerisl spraying?

Credit

Cultivators will have great difficulty taking up new and improved
agricultural practices if they are unable to finance the investments.
Adequate supplies of timely credit on proper terms are absolutely
essenvial for more rapid agricultural development. Thus:

l. Vhat is the G.0.I. doing to overhaul its
present agricultural credit structure?

2. t credit institutions does it plan to
establish to supply cultivators with both
long and short-term loans?

Cone L IAL
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3. What amounts of credit are estimates to be
needed and how will these needs be met through
the total financial structure?

Price Supportis

The G.0.I. has established & policy of incentive price supports
and an instrument, the Food Corporation of India, for insuring taese
minimum prices and managing food supplies. The Corporation nas nade
some operating progress. Producer prices are at levels sufficiently
high to provide production incentives. This is due more to the tight
food situation than to the Corporation's activities. But the Corpore-
tion has been quite ineffective in managing food supplies in the recent
food crisis and, therefore, moving in the direction of a nationel food
policy. Resistance on the part of individual States to allow the Food
Corporation to operate on an effective scale has been a major stwmbling
block. In fact, the growing autonomy of States has moved the G.0.I.
and the Food Corporation away from, rather than toward a national food

policy. .

l. What steps are being taken to insure price supports to
cultivators?

2. What steps are being taken to reverse the trend
toward growing State control over food supplies?

3. What type of bargaining power is needed by the
Food and Agriculture Minister to evolve an
effective national food policy?

L. what role does food aid play in (3)7

Tke United States is deeply concerned with the lack of progrecs
in Indian agricultural development and the apparent unwillingness to
take the hard steps necessary to remedy the situation. The above
questions might be addressed to Minister Subramaniam. , His replies to
them would give some indication of what new steps the G,0.I. is »prec-
paring to teke on the agricultural front. It may serve to re-establisn
a dialogue between the G.0.I. and the U.S. on agricultural matters that
would break the current deadlock in discussions and permit pro;ress on
specific and critical elements of Indian agricultural developzent.

CONEIDENTTAL Agriculture
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Decenlier 1, 1965
TIDIA CRATN DMPOR'? CADABILITIES

The Covernment of India has demomstrated its ebility to iumport
€00,000 tons of Public Luw 400 wheet per month excepd during the monsoon
perisd (&hu-lrm to nmid-Septender) when imports drop (o no more than
500,000 tons per month, In recent yeors, India’s Public Iow 430 wheat
dxporia have not cxcecded these emounta.

An increase $a ponthly imports to 700,000 tons por montheeexcent
during the monzoon porind, when imports should be limited to 500,000
tons pex mnuh-wo:.lﬁ slraln existing port fecilities, domestic transportation
and groin storage facilities., A cuctaired progrem undertoles within
The next few months at this level could remt in bunehing veseels ab
Indlan ports, incuzrring sudbstanticd vessel domwrrage charges (for the
secount of the Indisn Covernment) end incr¢ased freight rates amcunting
to perhops $2 per ton, I India could spend six 4o nine ponths in
prépering to receive this quantity of whoat (including expenditure of
suhstmtial. amsunts of convertible currency Loy equlment end povrd
nodeTrization) such & program would be feasible within a year.

An 800,000-t0n per wonth Publie Lov 480 whout jucovem leunched _
within the next 2ix months, even wilh an epprociciie decrenss during the
zoncaon, wild bto extrensly difficudt to coryy ocub. AQditional ports
end facilities not customarily wsed for grain movesenis would hoo . o be
utilized; other export and Import commerce would have to be curbailed;

and @ cragh progren calling for construction of grain storage faclilitics,
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2
acquisition of lighters and lightersge eguipnent, yrocurement of prneumatic
grain diseharge equipment, modernization of presont domestic rall and
truck focilitics iucluding procuzczent of now eqiipment {end possibly
edjuotuent of longehovemen's contrects) would have to be underislen.

With & prozren of this mognitude, foreign vecsels would have o carry
approzinately 75 percaundt of the carge end thelr rales could ecslly iacreas
$5 per ton. This cotimate is boged upon a copperetively steble maviel.

In tho event of umusuelly lewze cash wheat sales (such es to the U.DudeRe)s
such raben night wvell rice en additional 20 porcent.

A progrom calling for @ million tons of whest per monik to Indla
within the next sixz mondhs o @ yeor would create a choobie situstion in
Indis, and it is extwemcly doubtful whether Indien port snd domectic
facilities world be odeguate to handle the firct mouth's Loports. We
believe cuch & progran would c&aké off other Indian comuerce and the yisk
of subctential loss or daxaze to the mhead becnuse of the insbIility o
move it into consumplion chamnslas

On the other hand, if the progran were stavied ub & yelabively
modest level, such 2s 700,000 tong por month, wilh e gradunl bulldup
wion the Indtans bave demonstrated thelr ebility to hondle this quantity

wold hove a good chance of success, It is doubilul, however, that mare
thon an 800,000-ton capacity {czclusive of monsoon pevieds) could be
crcated within the nexd years
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REVIEW OF WORLD WHEAT SITUATION
(as of November 20, 1965)

Summary

World wheat trade in 1965-66 is expected to be over 8 million tons above
the 1964-65 level, due to short crops and large purchases by Communist
countries. Supplies available and advance sales commitments covering
1965-66 exports by the four major U.S. competitors (France, Argentina,
Australia, and Canada) are such that these countries seem likely to export
at least 32 million tons (as against 26.4 last year) and possibly as much
as 35.1, depending upon market conditions and progress of the season.
Total U.S. exports should reach at least 20.6 million toms, including 6.5
million tons for cash. Given favorable conditions, both figures could
rise by as much as 2.5 million tons owing to the possibility of even
larger cash sales.

Production

The 1965-66 world wheat crop now seems likely to total 242-244 million
metric tons as compared with about 253 million last year. Among Communist
countries, production appears down by nearly 13 million tons, while among
Free~World importing areas, (all countries except the Big V-U.S., Canada,
Australia, Argentina, and France) the crop is up by about 5.4 million tonms.
Canada and France harvested large crops, but Australian and Argentine
production will each be down by about 3 million tons from last year.

Import Requirements (see Table 1)

Current indications are that world import requirements will be at least

8.6 million tons above last year for the July-June period. Actually,

among Free-World countries, the import requirement will be down by about

0.7 million tons (assuming imports into India are about the same as last year).
The great change in world import requirements therefore, apart from allow-
ances for normal consumption changes, is due entirely to Communist areas,
where import needs are increased by roughly 9 million tons. In Western

Europe (excluding France) net import requirements are down by about

310,000 tons, and in Japan there is a slight increase of nearly 100,000 tons.

The cash world market in 1965-66 is estimated at 40,3million tons, with the

Communist Bloc (including Yugoslavia) showing an increase of about 9.7 while
the Free-World cash market is actually slightly below last year.

Competitors' Exportable Supply Situations (see Table 2)

Total export availability of wheat/wheat flour among the four major U.S.
competitors in July-June 1965-66 is estimated at 35.1 million tons, whereas
actual exports by those countries in 1964-65 totaled 26.4 million toms. Of
the total available, approximately 17.3 million tons have already been shipped
or committed for 1965-66 shipment, to Communist countries, leaving a balance
of 17.8 for further Bloc sales and sales to traditional markets. Of this

ADMINISTRATIVELY CONFIDENTIAL
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amount, roughtly 15 million tons can be regarded as "assured exports'

to be covered by commitments already entered or shipments to well-
established traditional markets. Thus, total exports by U.S. competitors
in 1965-66 will be at least 32.3 million tons, with a possible additional
2.5 million tons depending upon market conditionms.

U.S. Export Outlook

With cash world import requirements estimated at 40.3 million tons, and
minimum likely exports of 32.5 million tons by U.S. competitors, the

cash marekt for 1965-66 which remains to be divided up amounts to about
7.8 million tons. U.S. competitors have roughly an additional 2.5

million tons with which to compete in this market. Accordingly, depending
upon market conditions through the year, U.S. cash sales should reach 5.3
million tons (226 million bushels) and possibly up to 7 or 8 million tons.

World imports of U.S. wheat including flour under U.S. government programs

in 1965-66 are estimated at 14.5 million, down 0.5 from last year. Total
U.S. exports are therefore currently estimated at a minimum of 19.8 million
tons, but with favorable markets during the balance of the year, greater cash
sales could bring about a substantially higher total.

11/24/65
Grain & Feed Division, FAS
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Table l.-World Requirements of Wheat and Wheat Flour to be imported
from Big V Exportersl/ {n July 1965 - June 1966

Area 1964-65 1965-66 Change
————— Million metric tons = = = = =
North & South American (exc.

Canada, U.S., & Argentina 4,84 4.86 +.02
United Kingdom 4.14 4.20 +.06
Other W. Europe (exc. France) 2/ 4.30 3.93 -.37
Japan 3.42 3.50 +.08
India 6.70 6.70 ——
Other Free Asia 5.90 5.85 -.05
Africa 4.00 3.58 -.42
Other Free-World 1.08 . 1.03 -

Total Free-World 34.33 33.65 -.68
Free World cash __20.74 20.56 - -.18
East Europe B
U.S.S.R. % 6.39 % 13.45 % +7.06
Communist Asia 5.10 7e 32 +2.22
Total Bloc areas 11.49 20.77 +9.28
Bloc cash 10.08 19.77 +9.69
TOTAL WORLD 45.82 54,42 +8.60
TOTAL WORLD CASH 30.82 40.33 +9.51

1/ Based upon the net imports of the country or area listed.
2/ Excludes Yugoslavia.

Table 2.-Summary of Competitors' Exportable Supply Situations

Canada France Argentina Australia Total Four

Total export intentions for -—— = - - - Million metric tons = = = = = = = =
July 1965-June 1966 16.3 4.5 — i _—
Max. avail. for exp.
July 1965-Nov.1966 - -- 7.3 8.7 —

Probable hold-back for exp.to

assured traditional markets

July 1966-Nov. 1966 - - 0.5 1.2 -
Estimated shipped or already

committed under nmew contracts

for shipment by June 30, 1966:

U.S.S.R. 5.65 .60 2.10 .60 8.95
Communist Asia - 2.30 .70 2,25 2.04 7.29
E.Europe (exc. Yugo.) .66 .40 —— - 1.06
Total 8.61 1.70 4.35 2.64 17.30
Bal. Avail. 1965-66 for
Free World markets and
further sales to Bloc 7.7 2.8 2.4 4.9 17.8
Already shipped plus est.
assured exports 6.6 2.8 2.4 3.4 15.2
Balance 1965-66 "uncommitted"
exportable wheat 1.1 —— -, 1.5 2.6
11/24/65
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Effect on U.S. of Increasing Grain Exports to India
fr T, to 1 000 M.T, Tons Per Month

Export Terminal Facilities

The overall annual capacity of U.S. ports to export grain is estimated at
approximately 54 million metric tons. Present rate of exports indicates
that approximately 51 million metric tons of grain will be exported for the
year ending June 30, 1966. To utilize all of this capacity, it is necessary
to have the inbound movement by railroad cars perfectly coordinated with the
outbound movement by ocean vessel. This is not possible. At the present
time, 1965 crop soybeans and corn are moving in volume into East Coast and
Gulf ports. Wheat movements are also at substantial levels. These shipments
already have & high percentage of export terminal space committed until the
middle of January. It is expected that this condition will improve in Feb-
ruary, and will further be materially assisted by the opening of the Lakes
in approximately mid-April.

Box Cars

A tight supply situation barely adequate to meet requirements of our present
rate of food and feed grain exports continues to exist. Business already on
the books for December-February export is expected to keep box car availabi-
lities tightly in balance with requirements during the next three months. CCC
alone has approximately 2.7 million metric tons of food and feed grains sold
which remain undelivered against export contracts. Because of the competition
for the inadequate supply of box cars which exists, the U.S. could suffer a
loss of some of its wheat and feed grain exports into dollar export markets

of the monthly rate if wheat shipments to India were materially increased.

Effect Upon Domestic Wheat Prices

If an announcement is made that wheat shipments to India are to be sharply
increased, we could expect domestic market prices of wheat to increase a
minimum of 10 cents per bushel. The increase could go substantially above
that, depending upon actions CCC might take to make larger supplies of its
wheat available for domestic and export market sale.

ASCS-PSD
CGPulvermacher
12/1/65



U.S, WHEAT EXPORTS, 1965-66

Million

bushels
Available for export, 1965-66 850
Exported, July-November 325
Monthly Rate 65
Balance, December-June 525
Monthly Rate 75
Dollar Sales 210
PL 180 1/ 610

1,000
m. t.

23.1
8.8
1.8

1.3
2.0

s
16.6

Include shipments to India at rate of 500,000 tons per month, or 3
million tons, July-December, and 750,000 tons per month, January-June or

4,500,000 tons, making a total for year of 7,500,000 tons.

December 7, 1965
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REVIEW OF WORLD WHEAT SITUATION
(as of December &, 1965)

Summa ’ .

World wheat trade in 1965-66 is expected to be over 8 million tons above
the 1964-65 level, due to short crops and large purchases by Communist
countries. Supplies available and advance sales commitments covering
1965-66 exports by the four major U.S. competitors (France, Argentina,
Australia, and Canada) are such that these countries seem likely to export
at least 32 million tons (as against 26.4 last year) and possibly as much
as 35.1, depending upon market conditions and progress of the season.

Y. S. exports have beecn estimated at 20.6 million tons (750 mil. bu. ) but
recent changes in prospects for dollar sales and possibility of a larger
program to India — shipments at the rate of 750,000 tons a month Jan. [/June
— could raise exports to 23 mil. toms or 850 mll. bushels.

Production

The 1965-66 world wheat crop now seems likely to total 242-244 million
metric tons as compared with about 253 million last year. Among Communist
countries, production appears down by nearly 13 million tons, while among
Free-World importing areas, (all countries except the Big V-U.S., Canada,
Australia, Argentina, and France) the crop is up by about 5.4 million tonms.
Canada and France harvested large crops, but Australian and Argentine
production will each be down by about 3 million tons from last year.

Import Requirements (see Table 1)

Current indications are that world import requirements will be at least
8.6 million tons above last year for the July-June period. Actually,
among Free-World countries, the import requirement will be down by about
0.7 million tons (assuming imports into India are about the same as last year).
The great change in world import requirements therefore, apart from allow-
ances for normal consumption changes, is due entirely to Communist areas,
where import needs are increased by roughly 9 million tons. In Western
Europe (excluding France) net import requirements are down by about

310,000 tons, and in Japan there is a slight increase of nearly 100,000 toms.

The cash world market in 1965-66 is estimated atqﬁh3million tons, with the

Communist Bloc- (including Yugoslavia) showing an increase of about 9.7 while
the Free-World cash market is.actually slightly below last year.

Competitors' Exportable Supply Situations (see Table 2)

Total export availability of wheat/wheat flour among the four major U. Ss
competitors in July-June 1965-66 is estimated at 35.1 million toms, whereas
actual exports by those countries in 1964-65 totaled 26.4 million tons. Of
the total available, approximately 17.3 million tons have already been shipped
or committed for 1965-66 shipment, to Communist countries, leaving a balance
of ;7 8 for further Bloc sales and sales to traditional markets. Of this
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amount, roughly 15 million tons can be regarded as '"assured exports' to
be covered by commitments already entered or shipments to well-established
traditional markets.

Uncommitted Supplies

CANADA is estimated to have about one million tons of wheat "uncommitted"
within her capacity to export 600 million bushels or 16.3 million tons.

Most of this one million tons will probably move to dollar markets or will

be shipped as ''tolerances'" within contracts to Communist areas unless some

or all of it should go to India. So far in FY '66 Canada has sold India 100,000
tons on credit and made a grant of 50,000 tons.

AUSTRALIA has a short crop due to dry weather. She has not been willing to
sell as much to Communist China as China wanted to buy. The current estimate
is that Australia has about 1.5 million tons of wheat available between
January and June 1966 which is uncommitted. Apparently she anticipates a
rise in prices. Generally, Australia has supplied the 200,000 tons 'usual
marketings' required of India and last year in addition made a grant of
150,000 toms. s
FRANCE has been holding down export sales in order to avoid stimulating
domestic prices. Latest estimates are that she has committed or under
negotiation all but 500,000 tons.

ARGENTINA also has a short crop. Her very heavy commitments to the USSR

and Communist Asia, plus quantities reserved for her traditional Free World
markets leave very little Argentine wheat uncommitted.

December 8, 1965
Grain and Feed Division, FAS . ’ ¥
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U. 8. Hheat Situstion, 1%865-66

Carryover July 1, 1965
Production ™

Total supply.
Towestic disappesrance

Exportz July - Novezbar

Available for export & carryover Dec.l

Dellar sales Decewbey ~ Juna

Available for carryover aud prograus

Prejected programs othoy than
India December ~ June

Avsilable for carryover and Indi:
Chipments to India 1 mil, tona
per wonth Deeewber - June

Estimated Indian unicading'capacity
375,000 toms per wmonth

[
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¥, ]
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Table 1.-World Requirements of Wheat and Wheat Flour to be imported
from Big V Exportersl/ in July 1965 = June 1966

Area 1964-65 1965-66 Change
N S Million metric tons = = = = = ‘
North & South American (exc. ’
Canada, U.S., & Argentina 4.84 4.86 +.02
United Kingdom 4,14 4,20 +.06
Other W. Europe (exc. France) 2/ 4.30 3.93 -.37
Japan 3.42 3.50 +.08 ,
India 6.70 6.70 =
Other Free Asia 5.90 5.85 -.05
Africa 4.00 3.58 -.42
Other Free-World 1.03 1.03 -
Total Free-World 34.33 - 33.65 -.68
Free World cash - __20.74 __20.56. -.18
East Europe - T T v
ViB. 8 Rs % 6.39 % 13.45 +7.06
Communist Asia 5.10 7.32 +2.22
Total Bloc areas ' 11.49 20.77° " +8.28
Bloc cash 10.08 19.77 " +9.69
TOTAL WORLD 45.82 54,42 +8.60
TOTAL WORLD CASH 30,82 e v v 40,33 49,51

1/ Based upon the net imports of the country or area listed.

2/ Excludes Yugoslav1a.

Table 2.-Summary of Competitors' Exportable Supply Situations

Argentina Australia Total Four

Million metric tons

Canada  France
Total export intentions for R el ot
July 1965-June 1966 16.3 4.5
Max. avail. for exp.
July 1965-Nov.1966 - -
Probable hold-back for exp.to
assured traditional markets
July 1966-Nov. 1966 — -
Estimated shipped or already '
committed under new contracts
for shipment by June 30, 1966:
U.S.S.R. R 5.65 .60
Communist Asia . 2430 «70
E.Europe (exc. Yugo.) .66 .40
Total 8.61 1.70
Bal. Avail. 1965-66 for
Free World markets and :
further sales to Bloc 7.7 2.8
Already shipped plus est.
assured exports 6.6 2.8
Balance 1965-66 "uncommitted"
exportable wheat 1.1 -

7.3

0.5

8.7

1.2

3‘4

1.5

‘8
7
1

95
29
06

17.30

17.8
15.2

2.6

11/24/65
Grain & Feed Div. 6 FAg
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DEPARTMENT OF AGRICULTURE
OFFICE OF THE SECRETARY
WASHINGTON /

December 1, 1!965 2
| -

MEMORANDUM \

To: The President :
The White House |

From: Orville L. Freeman y

Subject: India - Food and Agriculture

I.

Secretary of Agriculture M ™

For the first time the Indian Covernment through its Agricultural
Minister Subrameniam has made concrete specific commitments to

the United States which will if carried out vigorously significantly
improve India's agricultural performance.

The critical question remains - How the United States can make cer-
tain that pledges are followed by performance.

It is expected that the Indian Government in the near future will
make a public pronouncement on agriculture incorporating the agreed
upon actions and targets with a commitment to accomplish them.
Subramaniam indicated to me the likelihood that he would be speak-
ing to the Council of State on December & to spell out a plan of
action to meet the current crisis and that he would incorporate
the commitments made at Rome in such a presentatiom.

The public commitment by the Indian Government can be reinforced
by the United States as follows:

(a) Length of Public Law 480 agreements can be conditioned to the
perfermance of the Indian Government.

(b) The agricultural action commitments can be incorporated into
the AID arrangements with disbursements conditioned on the
Indian Government meeting its agricultural commitments. Pre-
cise detailed criteria to measure performance and insure action
can be negotiated. Failure on the part of the Indian Govern-
ment to perform will be surfaced under such a procedure and
the appropriate action decision can be made accordingly.


https://f'u.to.re

2«<The President

V.

The following sequence of actions might be followed:

(a)

)

(e)

(a)

Communicate to Prime Minister Shastri that spelling out

as the plan of the Indian Government the commitments made
in Rome would be favorably received by the United States
Government .

United States announce another short term P.L. 480 agree-
ment .

Following Indian Government public commitment perhaps
through Subramaniam's proposed December 8 mthe Coun-
cil of State, U. S. Government would then ¢ the
Indien Government on strong new efforts and announce the
opening of negotiations for a further extension of P.L. 480
for a longer period (but still limited).

When the U.S. Government resumes negotiations for economic
assistance it will be made perfectly clear privately that
assistance will be geared to the Indian performance in meet-
ing their agricultural commitments and targets. In the
alternative the President might direct that negotiations
gquidetly resume prior to the Shastri wvisit. Such negotiations
could provide a useful backdrop for the President's use at
the time of the Shastri visit.

Some personal observations

Recent events and my meeting with Subramaniam in Rome encourage
me vhere Indian agriculture is concerned.

ll

2.

3-

It appears that the Prime Minister is at last convinced of
the need to depart from traditional agriculture techniques
and use modern inputs, such as chemical fertilizer.

It appears that the Prime Minister's attitude which hitherto
might be described as Fablan Socialist toward agricultural
development has changed. Today agricultuese commands a posi-
tion at the top rather than at the bottom of the totem pole
in priorities.

Recent public statements by the Prime Minister substantiate
the changed attitude and increased attention now given to
agriculture.



3-«The President

Lk, Food and Agricultural Minister Subramaniam impressed me.
He has drive and ability. He appears to hold a strong
position in the Indian Cabinet and to have a good deal
of political skill. He has been a steddfast supporter of
the United States.

VII. Finally, it is my Jjudgment, supported by the Indian specialists
on my staff, that India can make the grade., It does have the
physical resources. Its soils are for instance inherently far
superior to those of Japan. Now that the Indian Government
is targeting its goals and appears to be giving necessary
priority in allocating its resources and we have some strong
leverage to insist that they continue to do so, I believe signif-

icant progress can be made. It will be slow and tough, but it
can be done.
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FROM: MR KOMER PR B}/
TO : THE PRESIDENT M
CITE : CAP65776 i

SECRET
MEMORANDUM

THE WHITE HOUSE
WASHINGTON

NOVEMBER 3@, 1965
TUESDAY/6:808 PM

FOR THE PRESIDENT. FROM KOMER

INDIA FOOD. HERE IS MY OWN HONEST OPINION OF THE LIKELY
CONSEQUENCES IF WE HOLD UP THE NEXT MONTHLY SHIPMENT TILL AFTER
AYUB'S VISIT. A THREE WEEK DELAY WILL NOT MEAN THE END OF THE
WORLD. INDIAN STOCKS ARE VERY LOW BUT THERE WOULD BE NO IMMEDIATE
STARVATION; INDEED, FOOD WE AUTHORIZE TODAY GETS SHIPPED IN
38 DAYS AND TAKES 38 OR SO MORE DAYS TO GET THERE. THE INDIANS
COULD EVEN BUY ON THE OPEN MARKET (THOUGH THEIR FOREIGN
EXCHANGE RESERVES ARE SCANT).

BUT TO BREAK THE PATTERN WE'VE JUST ESTABLISHED AND CAREFULLY
JUSTIFIED WOULD ALMOST CERTAINLY BRING THE FOLLOWING EFFECTS:

1. FREEMAN HAS NOW AMPLY DOCUMENTED THAT POOR SUMMER MONSOON
RAINS ARE CREATING A WHALE OF A FOOD CRISIS. THE SHORTFALL MAY
BE AS MUCH AS 10 MILLION TONS FROM THE 86-88 MILLION EXPECTED.
SO AS LUCK WOULD HAVE IT, INDIA'S SHORT-TERM NEEDS ARE GOING WAY
UP, NOT DOWN. INTERRUPTION OF THE PIPELINE AT THIS POINT COULD

" EASILY STIMULATE FEARS OF A REAL FAMINE, AND ANTICIAPTORY
PANIC BUYING, HOARDING, AND SPECULATION WHICH WOULD FURTHER
COMPLICATE AN ALREADY GRAVE PROBLEM., ALSO THE REAL BOTTLENECK IN
MEETING THE CRISIS IS INDIAN PORT FACILITIES, SO A DELAY NOW
WOULD BE VERY HARD TO MAKE UP FOR LATER, IF YOU DECIDED TO UP
THE LEVEL.

2. HOW COULD WE EXPLAIN A THREE WEEK DELAY? HE'VE MADE CLEAR
THAT WE AREN'T TRYING TO STARVE INDIA OUT, BUT TO FORCE IT TO
FACE UP TO ITS AGRICULTURAL NEEDS, AND THAT MEANWHILE WE'LL
KEEP THE PIPELINE GOING MONTHLY. A BREAK IN THIS PATTERN COULDN'T
BE HIDDEN, AND WOULD REVIVE ALL THE WILD CHARGES OF POLITICAL
PRESSURE WE'VE WORKED HARD TO BLANKET. THE CREDIBILITY OF OUR
STANCE-~-AND OF MOYERS BACKGROUNDER--WOULD BE UNDERMINED.

[r_l AN
E ﬁ{i 13
: NLJ r?ncl’} :15|
By Uiy NARA Date ©3-19.20)y PRESERVATION COPY



3« THE PAKS TOO WOULD MISREAD THE SIGNAL, AND JUST BEFORE
AYUB COMES HERE. OUR AID DIRECTOR STUPIDLY TOLD SHOAIB WE
HAD TAKEN THE INDIANS "BY THE THROAT™ ON FOOD, AND THIS LINE WAS
PROMPTLY PUT OUT TO THE SUN MAN IN KARACHI. I DOUBT THAT THE
Eggg COULD RESIST CROWING, WHICH WOULD INFURIATE THE INDIANS

I'M NOT CRYING WOLF. ON THE CONTRARY, I'M CONVINCED THAT YOUR
SHORT REIN POLICY IS BRINGINE BOTH PAKS AND INDIANS AROUND
TO RIGHT WHERE YOU WANT THEM. EVEN THE STATE EXPERTS ARE BEGINNNING
TO HOIST THIS ABOARD. BUT I MUST SAY IN HONESTY THAT A FOOD
HOLD-UP NOW WOULD SET- US BACK JUST WHEN WE'VE- GOT -PAKS AND -
INDIANS TALKING OUR TUNE. SUBRAMANIAM HAS JUST TOLD FREEMAN ALL
THE THINGS WE WANT TO HEAR. IF OUR ANSWER IS TO CLAMP DOWN
HARDER INSTEAD OF STEPPING UP TO MEET A MAJOR CRISIS WE RISK
TORPEDOING A MOST PROMISING ENTERPRISE.

IN FACT, INDIA'S FOOD CRISIS NOW LOOKS SO BIG ("WORST IN
58 YEARS™) THAT I'D ARGUE IT WOULD BEST SERVE YOUR POLICY TO
UP THIS MONTH'S ALLOTMENT TO AT LEAST 603,000 TONS AND THROW IN
$50 MILLION FOR FERTILIZER TO ASSURE 3-4 MILLION TONS ADDITIONAL
OUTPUT WHICH I°'LL OTHERWISE BET MY BOTTOM DOLLAR WE END UP
SHIPPING. TO DO THIS: NOW, BEFORE AYUB COMES, WOULD MAKE SHASTRI
YOUR DEBTOR WITHOUT COMPROMISING WHAT NOW IS TRULY MASSIVE
LEVERAGE, AND MAKE AYUB MORE MALLEABLE BY SHOWING HIM WE WON'T
USE THE SPECTRE OF STQRVATIOH TO GET HIM KASHMIR. I FEEL THIS
ONE IN MY BONES. :

SHASTRI WILL STILL HAVE TO WRITE YOU AND APPEAL FOR MORE
FOOD, BUT A GESTURE LIKE THE ABOVE WILL MAKE IT POSSIBLE
FOR HIM TO DO SO WITHOUT CRAWLING.

YOU'RE WRONG BUT I*LL DO IT
SAME 500,008 AS BEFORE

HOLD OFF

;
DTG 392348Z NOVEMBER 1965 %

-

PRESERVATION COPY

e R A et L B s S s = i b e - Ll . i



R BT A
m i Mnmm_ﬂu Hil mm i
“mmum. w mm _ ﬂmm i “ : mmmum 3
i M v8.827 34 mmu e “u s
bt Bl gl
m mmmuwn Muﬂm i ! m s .MWm. m M
Ll i R
i gl m.wmm AREHT i HRHT
il i il
it mmm.m e
i3 iyl 1, E L
B5alde * : 3 3 i cubgdlsh
b Hif i it

DECLASSITED

WK COMPIENTTL,

NARA, Daie 23004

g

Aamomyﬁ'l‘(uw

B


https://r~~=~t4;:ffiatra.tt
https://qrlca1tlm.ll

p——

and financed. 7o give this Bill the priority and total Government
support it deserves, it could be presented Ly Prime Minister Shestrl
rather than by the Minister of Food and Agriculture.

@

Yertilizer

Probebly the most lmportant element in accelersted agricultural
development is increased avallability of fertilizers to Indisa culti-
vators. The G.0.I. and U,8.A.1.D./Indis are getting close together
on future reguirements--2.4 and 2.6 milliocn tons of nitrogenm by
lm-n,mw In eddition, 1.3 willion tons of phosphatic

and 670 thousand tons of potessic fertilizers will be reguired.

The Minister recognizes that even with a crash program in fertiliser
plant construction, substential imports will be reguired for several
years to come. lHis estimate of between million and $1,600 million

of imports over the next 5 years is in with U.8.A.1.D./Indla
estimates.

Thus, we cen pose the following gquestions:

1. Mume.a.x. doing to meximize fertilizer

2. Vhat is the ¢.0.1. doing to stiract foreign private
investament for fertiliser plants? Wuat steps hes
the G.0.I. taken to make fertilizer production and

3. what stepe has the G.0.I. taken to lnswre the

Note: The total packege of decisions invelving fertilizer goes
far beyond Minister Subremsnian's jurisdiction. They must be made on
o government-wide bagis and involve most directly the Prime Minlster,
the Minister of Finance, and the relevent minister of industry.
Thus, 1t iz ultisately uwp to Prime Minister Shastri to make the

necessary decislons.
copTETIAL
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1.
2.

ik

What is the G,0.1. doing to overhaul ite

present agricultural credit steucture?

1.

¥hat credit institutions does it plan to
estahlish to supply cultiveiors with
long and short-term loanst
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THE SECRETARY OF STATE
WASHINGTON

November 26, 1965

CQNBTTENTIAL \ | e

MEMORANDUM FOR THE PRESIDENT ¥ y

Subject: PL 480 Title I Agreements with
India and Pakistan

Recommendation:

1. That you authorize amendment of the existing Title I
PL 480 sales agreement with India to provide for an additional
500,000 tons of wheat.

Approved Disapproved

2. That you authorize release of 175,000 tons of wheat to
Pakistan under its existing PL 480 Title I agreement.

Approved Disapproved

The Department of Agriculture and the Agency for International
Development support this recommendation.

Discussion:

India

On October 27 you authorized us to go ahead with another one
month's extension of our PL 480 agreement with India, to provide
500,000 tons of wheat. That amendment was signed on November 4.
It is now time to authorize our mission in New Delhi to negotiate
another one month's extension if it is to become effective by
December 4.

GROUP 3
Downgraded at l2-year intervals;
not automatically declassified.
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There has been no decline in India's need for PL 480 assistance.
On the contrary, reports during the past month indicate that, as a
result of the poor monsoon, the fall crop is well below last year's
and that India may be heading for another food crisis. The extension
of our existing agreement so as to provide another 500,000 tons of
wheat for another month is necessary as we continue to press the
Indians on their own agricultural self-help program and as we aim
for a sorting out of other issues when Prime Minister Shastri comes
here. Meanwhile, discussions are under way with the Indians to get
a clearer picture of their food needs in the months ahead and what
they are doing to help themselves.

Pakistan

Pakistan's foodgrain situation is more secure, but the returns
of the current harvest remain to be fully evaluated. Under the
current multi-year PL 480 agreement with Pakistan, which expires
on December 31, 175,000 tons of wheat which were programmed pre-
viously remain undelivered. The release of this amount would cover
Pakistan's requirements through late winter. We believe it desirable,
particularly in the context of an early Ayub visit, to take such
action vis—a-vis Pakistan as we provide additional assistance to
India. While 175,000 tons would assure Pakistan's supplies for
longer than the period we have in mind for India, the difference
would be justified by Pakistan's good performance in agriculture.

WM

Dean Rusk

IDENTTAL
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11/26/65
NOTE FOR INDIA--ECON FILE:

India's ports can now handle about 600,000 tons of
imported foodgrain a month. However, a recent
Commerce study says that could be increased to
900,000 tons quickly by a few relatively simple
improvements in port procedures and better use of
gquipment already on hand.

HHS
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November 15, 1966 J:ila' Jﬂ 1}u~
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TO:  Howard Wrig;? J MA,JJ oA erw
-

FROM: Les Brown ;:?

To the best of my knowledge this is
the first time this has ever been
reproduced. Keep in mind the very
sensitive nature of this document.

You may also be interested in the first
half of a speech I gave last week at
Ames. Note particularly the upper
curve in Figure 2 -- and its contrast
to the lower curve which we more often
think about.
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ﬁgradmont butwuaﬁ bncrdtary of Agriculture Or'v“ lo L, Freeman
end Ministor of Food and Agriculture C. Subramaniam A
~ November 1965, Romae ‘ltaly

It was agreed that It was very much to the benefit of
both India and the United Statos to reverse the .
disturbing downward trond in per capita food
production,

It was agreod thot the quantity of resources allocated
to ngriculturn has not boen adequate In recent year...

lt was agroed that:

~¢ : (I) investment In agriculture during the Fourth
" Five Year Plan (1966=67 to 1970=71) would be &*‘ i
2,400 crore rupecs (nearly 5 billion dollars) fy

or more than double the investment levels
during the Third Plan period ending this Y?OF.? =

(2) investment in agriculture during the coming S e
“yaar (1966-67) would be increased by at least @
- 40 percent above the current year even though .
the emorgency might require cutbacks In other '
arcas of Investment. -

(3) investment In agriculture noxt yoar (1966-67) (EEDZ
will ba 410 crore rUpooa as againat 304 this =
yoar, . Ji¥ . Jao

It was agroed that! _ kR

+ (1) the Government of India will publicly annoﬁnco'
and ondorse the fertilizer consumption targots
for the next 5 years agroed to by the Indian g
Ministry of Food and Agriculture, These quontltlea
of fortilizer, to be made avalleble through
imports, If domestic production is inadaquate: :
ere as follows! it

i .
. i . Y s

D]ZCLASSI_E‘?ED

.

tr.
{ ‘\.r- LA I?’m .
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(milllon motrlo tone)

1966-67 1-00' . 0.37 0.20
1967-68 1.35 0.50 0,30

. 1968“69 : ln?o . 0.65_ 0.45'
- 1969-70 - 2,00 0.80 0.55
1970=-71 2.40 1,00 0.70

(2) bnaic policy changes oncournging foreign .'
private investment in the manufacture and

_distribution of fertilizor will be implemonteds .

(a) the Government of India will announce a
- plan before January |, 1966 to purchase .’ -
any fortilizer produced in excess of,
. market demand at world market prices,

- (b) tho Government of India will announce tho_g;}glﬂfu

removal of any geographic constraints on i
fortilizer markating before January I, 1966
to take effect as soon as fertililzer -

- supplies are adequate, now expected in -

196869,

(¢) the Government will roduce the role of G
~ the caentral nitrogen pool from its presont .
‘near=nonopoly pOaltion to one’ in which it '
‘handles only a minor part of the fortilizor i

supply. All wanufacturers of nitrogonous
fertilizor will be authorized to ostnblish
their own diutribution arpangoments '

(3) that steps would be taken by the Covernment to

' operata its own fortilizer plants at full .
capacity by allocating enough foreign exchange
to ensure adoquato supplios of raw materials and.

spare parts and by carefully reviewing period‘°‘|ly WL T

the Jevel of mnnngamant of?ootlvonaan. 4%
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(4) that If modificationa in the procedures for
approving and licaensing foreign private :
invastment in the manufacture and distribution
of fertilizor do not sufficiently shorton the
time roquired for negotiations that further
administrative and procedural changes ulll
be made,..

(5) a cublnut lovel committee, now chaired by the
Prime Ministor will make a continuing offort
to soe that burcoaucratic procedures do not .
"hinder or discourage private foraeign Invastmont
in fertillizer production and distribution, l#‘

will also pass Judgment on basic policy Fagit
questions which if unresolved might hinder .
" Investmont, e

(6). that there will be no tie=in botweon cradit = =
. ond distribution, That is, formers will be -
piven crodit regardless of whera they buy
their fertilizer,

(7) .that tho Governmant of India will not require ;_-'
Government participation in the ownership of
faortilizor planta in the privato sector,

lt was agreed that the curront system of credit cOOpavatIVoi :ZJ
was not adequate and that the following actions uould e
be takon to ramedy thin: .

(l) a cablnat lovel committee on agricultural .
cradit chaired by the Food and Agriculture
Minister would explore altornative avenues
of supplying credit to farmers, '

(2) the Government will systematically roview and.-
-+ tost alternative crodit possibilities. The .
following will be tested on a pilot basis.. ;¢

. | f " ty 4 ' Y
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2 ;.(2) tho rosources and inputs nocessary will have ?3-\

-4'.

" (a) - the Food Corporation will supply credit
to farmers against advances on their crops.

(b) curront privato crodit institutions will
be urgod to oxtend credit avallabilitiocs
and tho possible noced for credit aubaldion
will bo ovaluated,

(3) the possibility of an all=India agricultural
crodit organization to supplement the credit
supply of the cooparative sector will be octnvaly
oxplorod.

was agreod that now inetrumoentalitios such as the
Agricultural Production Board, a committee of cabinet
members and other koy officlials chaired by the Food .
and Agriculture Ministor and vosted with the authority
to mahe binding decisions on matters of agricultural
production, will be usad to achieve the necessary
allocation of resources to Indian agriculture,

wae agreed that:

(1) 32 million acres of the most productlvu'lnnd';,3?: »
: farmed by the mora officient farmers will be

designated for a crash production program with gjfif,_r'
a target of 25 million tons of additional food ' ' ..

~grains by 1970 on this selocted acreage.

the numbor one priority to wit!

- (a) the now, fortllizur rosponsive varietios
-~ of food grains will be planted on well -
irrigatod land, applying from |00 to 150
pounds of fertilizer per acre as compared
with a naetional avorage of 3 to 5 pounds
per acre, These naw varieties, planted
on the best irrigatod land, would get the -
« necessary fertilizer even though this 3



-s.

‘might roquire a cutback on somo other lund
if fortilizor were in short supply. '

(b) if tho seod multiplication program for the
now importod varietios (whoat from Mexico :
and rice from the International Rice Rosocarch &
Institute in the Philippines) falls behind
schedula, foraign exchange will bo mado -
available for tho import of additional

-supplies of suitable seod,

(¢) new irrigation techniques, going from the

i traditional flow moethod to controlled

‘ maximum irrigation, will bo selectively
applied, For this purpose resources will

b be made available whoraever it is demonstrated . |

~practicable, In addition, adoquate resources
will be made available to develop minor /
irrigation sources to attain a water balanca :
for multiplo cropping. With this new
intensive irrigation more and more Iand
will be multiple cropped.

It was agreed that price policies will be reviowed

it

periodically to cnsure a continuing favorable N
relationship botween the price of food grains and the -
prico of purchased inputs such as fertillizor,

was concludaed that the now logislation establishing

“thoe Food Corporation and the recent amondments to.

the Dofense of India Rules along with the basic
constitutional provisions did give the Center Government
adequato authority to control the movemont and

¢ distribution of grain between the States. The Minister’

madae it clear that the Centor Government now had the
authority to daveIOp and implemont e rational food .
policy, '



&G »

It was agroed that efforts to dramatizo and mobilize
public sentiment to domonstrate tho urgoncy of action
in agriculture would be made, Such actions as publio
otatomonts by the President, Prime Ministeor and
other leading public officiale will be used even
more in the future. |

It was agreed thati

(1) highest priority will be given to agricultural
doveolopment and allied programe in tha Fourth
Five Year Plan, This priority will also apply
to the allocation of foreign exchange to »

. agriculture, It is noted that the agricultural
program dotailed above would roquire foreign
exchange of the ordor of 2 billion dollars
for the Fourth Five Yoar Plan. :

(2) to meot food production targets tho import
- of 500,000 tons of nitrogen fertilizor (in
torms of N) for the 1966=67 crop is essential,
Qut of this total quantity necded, arrangements - -
will bo made to import 100,000 tons from
avai lable resourcos.” Cvory offort will be
made to find the balanca of the resources
roquired to reach the targoet. MHinistor

Subramaniom emphasized the critical importance  '_f ;
of reaching this target, stating that in view &

; of the severe linits on tho availability of
S1ik foreign exchange that immodinto Unitod Statos
aid ia iwperative. . :
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