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2.XIASIC POLICY CHANG£$ ENCOURAGING FOREIQI PRIVATI INVESTIENT 
IN THE MANUKACTlRE AND DISTRIBUTION OF FERTILIZERWILL BS 
IMPLEMENTED. . 

A• THE GOVERNMENT OF INDIA VlLL ANNOUNCEA JILAI BUOIE JAUUARY 1, 
1966 TO PURCHASE ANY FERTILIZER PRODUCEDII IXCESS OF IAHlCET 
JEMAND AT WORLD.MARKET PRICJ;S. } 

a. THt (IOVERNM[NT OF PNDIA VILL ANNOUNCEtHE REMOVALor ANY 
GEOGRAPHIC CONSTRAINTS ON FERTlLlttR IIARKET IHa HPOU .,.JMJU~R.Yt • 
-i96ci LO i'AKi iiFi:Ci AS SOON AS FEftTILlZIJt SQPPJ.llS AWE ADEQUATE, 
NOWEXPECTEDIN 1968•69. 

c. THE GOVERNMENT Vll.L REDUCE THE ROLE OP THE CUTRAL IITR08EN 
POOL FRON ITS PRESENTNEAR•MOHOPOLYPOSltlOI TO ONE lN VKICK IT 
HANDLES ONLY A MINOR PART OF tKE FERTILlZEJt SUPPLY•• ALL IAIIU• 
FACTURERS OF NITROGENOUSFEITILIZER VD.I. IE· AUfJl>RIZUTO 
£STABLISH THEIR OWN DISTRIBUTION ARRANGUl:Nts. 

-
5.· THAT STEPS WOULD BE TAKEN SY THE GOVERNIIDJT TO .OPIRATE ITS 
OWN FERTILIZER Pl.ANTS AT FULL CAPACITYBY ALLOCA?lft 111058K 
FOREIGNEXCHANGETO ENS~E ADEQUUTESUPPLIES or RAI IIATERJALS AND 
SPAREHARTS·AND REVIEWING THE LEVEL OF BY CAREFULLY PERIODICALLY 
MANAGEMENTEFFECT I VENESS. •' 

4. THAT 11 l'JODif !CATIONS IN THE PROCEDURESFOR APfROVJNS AND 
LICENUING FOREIGN PRIVET£ INVESTNENT DI THE NAllFACTUREAID 
DISTRIBUTIONOF FERTILIZER DO NOT SUFFINlEIITLY SHORfU THE TIME 
REQUIREDFOR NEGOTIATIONS ADMINISTRATIVETHAT FURTHER AID PRO• 
CED\flALCHANGESWILL BE MADE. 

5. A CABINET LEVEL COPJMnTEE, NOW CHAIRED BY THE PRIJIE l!IN STER 
WILL MAKE A CONTINUING EFFORT TO SEE THAT BIJ'EAUCRATICPROCEDURES 
DO NOT KINDER OR DISCOURAGE FOREIGN INPRIVATE INYESTIDT 
FERTILIZERPRODUCTION IT VIl.L·ALSOAND DISTRIBUTION. PASSJUOG• 
MENT ON BASIC POLICY QUESTIONS VHICH IF UNR£SOLYEDIIIGKt HINDER 
INVESTMENT• 

II 
6. THAT THERE VILLBt NO TIE•IN BETWEEN I ICREDITAND DISTRlBtrl'ION. 
THAT IS, FARMERSWILLBE8IVEN CREDIT R£GABDUSSOF VKIRE THEY IBUY THEIR FERTILIZER. 

7. THAT THE GOVERNMENT OF INDIA Vlt.L NOT REQUIREGOVEJUJMENT 
PARTICIPATION OF FERTILIZER IN THE IN THE OWNERSHIP PLANTS 
PR lVATE SACTOR. .. . 
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IT WAS AGREED THAT THE CURRENT SYSTEM or·CREDlt coo I ES-VA5 
NOT ADEQUATE AND THAT THE FOLLOWING WOlLD TOACTIONS IE TAKEN 
REMEDY tHISt 

1. A CABINET UVEL COMMITTEE ON AGRICULTURAL CREDIT CHAIRED BY 
'THE YOOD AND AGRICULTlfiE '1INISTER WOULD EXPLORE ALTERNATIVE 
AVENUES OF SUPPLYING CREDIT TO FARMERS. 

2. TK.E GOVERNMENT WILL SYSTEMATICALLYREVIEWANDttsr ALTERNATIVE 
CREDIT POSSIBILITIES. THE FOLLOVING 01 A PILOTVILL BE TESTED 
BASIS. 

A• THE FOOD CORPORATION CREDITTO FARIUHS VlLL SUPPLY AGAINST 
ADVANCESON THEIR CROPS. 

B. CURRENT CREDIT INSTITUTIONS TO EXTEND PRIVATE VlLL BE URGED 
CREDIT AVAILABILIT THEPOSSIBLE NEED FOR CREDIT SUBSIDIESlES AND 
VILL BA EVALUATED/ 

.3. THE POSSIBILITY Of AN ALL•INDIA AORICULTURAL CREDIT ORGAHI• 
ZAT ION TO SUPPLEMENTTHE CREDIT SUPPL't OF THE COOP!RATIYI: SECTOR 

~ WILL BE ACTIVELY EXPLORED. 

IT WAS AGREED lNSTRtmENTALITIES AS tHE AGRICULTURAL THAT NEW SUCH 
PRODUCTION BOARD, A COJIIMinE! OF CABINEL IIEIBERS AliD OTHER KEY 
OFFICIALS CHAIRED BY THE FOOD AND AGRIClLTUREDIDlSTER AND 
VESTED WITH TH£ AUTHORITY TO MAKE INOING DECISIONS 011 IIATTERS OF 
AGRICW..TURALPRODUCTION, VILL BE USED TO ACKIEVE THE NECESSARY 
ALLOCAZIONOF RESOURCES TO INDIAN AGRICULTURE.• 
RUSK 
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•, IT WAS AGREED THEta 

I• 32 MILLION ACRESOF THE MOST L~ND FARMEJ PRODUCTIVE BY TH£ 
MOREEFFICIENT FARY.ERS FOR A CRASH WlU. Bt DESlQNATED PRODUCTION 
PROGRA"VITH A TDRGET MILLION FOODOF 2, TOHSor ADDITIONAL 
GRAINS BY 1970 ON THIS SEU:CT£D ACREAGE. 

2. THE RESOURCES WILL HAVE ONEAND lNPUIS NECESSARY THE NUMBER 
PRIORITY TO Vita 

A• THE NEV, FERTILIZER RESPONSIVEVARIETIESOF FOOD &RAINSWILL 
BE PLANTED ON WELL IRRI8AL£0 LAND·, APPL YING FRO,, 100 TO 1,0
POUNDSOF rERLILIZER PER ACRE AS COMPARED VITK A NATIONAL 
AVERAGEOF 3 TO 5 PO~DS PER ACRE. TKESE NEV VARIETIES, PLANTED 
ON THE BEsr IRRI8ATEDLANB, VOULD FERTILIZERGET THE NECESSARY 
EVEN THOU8H THIS PUGPT REQUIRE A CUTBACK ON SO"E OTHER LAND IF 
rERTILIZER VERE IN SHORT SUPPLY. • 

B. lf PROGRAMTHE SEED MULTIPLICATION FOR TKE NEV IMPORTED 
VARIETIESCVHEATFROMMEXICOAND RICE FRON TKE INTERNATIONAL 
RICE RESEARCH JNStltutE IN THZ PHILIPPINES) FALLS BEHIND 
SCHEDll.E, FOREIGN EXCHANGE AVAILABLEVILL BE MADE FOR THE IMPORT 
OF ADDITIONAL SEED.SUPPLIES OF SUITABLE 

c. NEV IRRIGATION TECHNIQ\£S, GOING THE TRADITIONAL FROM FLOW 
METl«>DTO CONTROLLED IRRIGATION,MASIMUN WILL BE SELECTIVELY 
APPLIED. FOR THIS PURPOSE RESOURCES-WILL AVAILABLEBE MADE 
WHEREVER PRACTICABLE. ADEQUATEIT IS DEMONSTRATED IN ADDITION, 
RESOURCESWILL BE MADE AVAILABLE MINORTO DEVELOP IRRIGATION 
SOURCESTO ATTAIN A WATER BALANCEFOR Mll.TIPL£ CROPPING. WlTK 

MORE LANDTHIS NEW INTENSIVE IRRIGATION ANDlMORE WILLBE 
Mll.TlPLi CROPPED. 

IT WAS AGREED THAt·PRICt POLICIES WILL PERIODICALLYBE REVIEWED 
TO ENSURE A CONTINUING RELATIONSKJP TH! PRICE FAVORABLE BETVEEN 
or FOODGRAINS INPUTS SSCH AS ANO TKE PRICE OF PURCHASED 
FERTILIZER. 
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IT WASCONCLUDED ESTABLISHINGTHAT TPE.NEWLEGISLATION TKE FOOD 
CORPORATIONAND THE RECENT AMEND"ENTS orTO THE DEFENSE INDIA 
RULESALONG PROVISIONSV TH THE BASIC CONSTITlJ'fIONAL DID GIVE 
THE CENTERGOVERNMENTADEQUATE AUTKORITY TOCONTROLTHEMOVEMENT 
AND DISTRIBlJf ION OF GRAIN THE STETES. THE MINISTER BETWEEN MADE 
IT CLEARTHATTH! CENitR GOVERNMENT TONOV KAO tKE AUTHORITY 
DE"ELOPAND IMPLEMENT FOODA RATIONAL POLICY. 

IT VAS AGREED THAT EFFORTS AND PUBLICTO DRAMATIZE MOBILIZE 
SENTIMENT THE l.flGENCY IN AGRICULTURE TO DEMONSTRATE OF ACTION 
WOULD SUCH ACTIONS BY TH!: PRESIDENT, BE MADE. AS PUBLIC STATEMENTS 
fRIU MINISTERAND OTHER LEADINGPUBLICOFFICIALSWILL BE USED 
EVEN MORE lN TKE FUTURE. 

IT VAS,A8R£1D THAT a 

I• KlOHEST WILL BE GIVENTO AGRICULTURAL PRIORITY DEVELOPP!ENT 
-rAHi> ALLli.D PROGRAMSTH& FO~TH YEAR PLAN• TKII PRIORITYIN FIVE 

WILL ALSO APPLY TO THE ALLOCATION EXCKANUOF FOREIGN TO 
, AGRICtl.TURE. IT IS NOTlD tHAt IHE ·••10--.TUIAL PIN~ »&tAA,ID ' 

1 .... l!@JU.LQMAQll1&U 1ilft ·rn• •• ••RM•·•.:.. 
-9~ Tltt-r(J'URTI{ FlVr-YIAlf PLAN• -

2. TO MEET FOOD TARGETS TONSPRODUCTION TKE lftPORT OF ,11,181 
or NITROGENFERTILIZER (IN TERNS6F N) FOi TH£ 966-67 CROP 1S 
£SSENT IAL• OUT OF THIS TOTALQUAIITlTY NEEDED, ARRANGEMEIITS WIIJ. 

. BE MADI to IMPORT1ee,1ee TONS FRON AVAILABLE RESOURCES.EVERY 
EFFORTWILL BE MADI or TKE RESOURCES TO FIND THE BALANCE 
REQUIRED TO REACH THE TARGET. MINISTERSUBRAIIANIAMUPKASlZEO 
THI CRITICAL IMPORTANCE OF REACHING THIS TAR8it 1 STATING THAT IN 
VIEV or TH! SEVERE LilllTS ON THE AVA LABILITY or FOREIGN EXCHANGE 
THAT lNMIDIATE \MlTED STATES AID IS INPIRATIVE. 

IT VAS AGREEDTHAT THE 80VERNMENT OF INDIA WILLMAKE THE FOLLOWING 
FOODAID PHASE•OUT AN INTEGRAL FIVESCHEDULE PART OF ITS FOURTH 
YEARPLAN FOR AGRICULTURE. 

YEAR CEREALS CPLUS> TOTALIMPORTSARPLUS IMPORTREQUIR·EM!:NTS 
~ OR DEFICIT <MINUS) FOR BUFFER STOCKS REQUIREMENTS........................................... -.------------

<IN llLLION TONS) 

1966•67 (MINUS) 6.2 8 e.s 1.e 
1967-68 (11 lN US5 3e 8 8 1•7 ,., 
1968•69 <MINUS> 2.11 2.0 ..,, 
t96g•70 (MINUS> 70.2 2e3 2., 
1910•7I <MINUS> 0. 9 N L N 11. 

L• FREEMAN OF AGRICULTURE SIGNEDORVILLE SECRETARY UNITEDSTATES 
OF AMERICA, C~ SUBRAMANIA" OF KOOD MINISTER AND AGRICULTURE 
INDIE. DATE NOVEMBER 1965. END TEXT. 25t 
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RUSK 
BT 

ClJRfmfflTIAlyEYES IONL 
NNNN I 

I 
-. ·--··-----. ·--·-·--I 

PRESER ATION COPY 

mailto:l!@JU.LQMAQll1&U


INCOiAING ~epartmentTELEGRAM. of Statt 

85 LIMITED OFFICIAL USE 
. ,..........,

Action (.
SNSULW .MJA790A803 I 

RR RUEHCR 
NE! DE RUSBAE 1120 3281550 
Info ZNY CCCCC 

R 2414002 
FM AM EM BA SSY~NE;;;W:_..;...::;;;.;i-=-:~ 
TO SECSTATE WAS . .'·G ST ATE GRNC

SP _B_T__ ~_ 
SAR. 
L • LIMITED OFFICIAL USE NOVEMBER 24 • 
H 

SUBJECT: FAILURE OF BECHTEL. -NEGOT IAT'IONS
·EUR 
p THERE HAS BEEN SO MUCH SPECULATION, MUCH OF 'IT UNINFORMED, CON• 

. USIA CERN ING THE FAILURE OF T'liE BECHTEL NE GOT !AT IONS THAT I THINK IT 
NSC IMPo'RTANT TO BRIEFLY PUT r~· 1 MATTER IN PROPER PERSPECTiuE. 

' q ' . , I •INR 
RESPONSIBILITY FOR THE FA IL URE ·oF THE TRANSACT ION LIES wITHCIA t 

BOTH THE GOVERNMENT OF INDIA AND THE US CONSORTIUM. THERE wAS
NSA :. A SERIES OF· MISTAKES AND MISUNDERSTANDINGS. ON BOTH SIDES WHICH '· 
DOD FINALLY CREATED AN IMPOSSIBLE JMPASSE AND MADE FURHTER NEG OT IA•· 
IGA, !IONS IMPOSSIBLE. • .I 

AID 
1. CLAY AND Bi:.CHJ'EL IMPRUDENTLY MADE A PUBLIC ANNOUNCEMENTT HA'{ .

• E ~ , - . . 
COM (THEY WOULD BUILD THE -FIVE Pl,.ANTS AFTER A BRIEF INITIAL MEETING --­
INT wITH THE F !NANCE MIN IS,TER r N DEL HI. NONE Or THE BASIC ECONOMIC·:-j 

• . AND TECHNICAL RESEARCH HAD BEEN DONE. NO FEASIBILITY OR j 
TRSY MAR KET STUD !ES HAD BEEN MADE. IN FACT, NO CONSORTIUMEXISTED · j 
XMB AT THATTIME. - • 

' ' 

RSR 2. THE GOVER~ENT OF IND IA HAVING PR Qi1 I SEO FIVE SITES, INCLUDING 
MADRAS, TO THE CONSORTIUM PROCEEDED TO GIVE AWAY MADRAS, THE ;_ 
BEST SITE, TO ANOTHER CCl'1 PANY 1.1/HlLE THE BECHT EL STUDIES WERE • .. ; 

•1PROCEEDIN'G. . • 
1 

. -
1 

3. 'THE CONSORTIUi11ADVISED THE GO/T OF' INDIA LONG AFTER THE ·, 
STUDIES HAD BEEN LAUNCHED THAT TWO CF THE PRINcIPAt. INVESTORS, 
US OIL CO'IIPANIES, NOW TOOK THE POSITION THAT THEY WOULD RE-
QUIRE SUBSTANTIAL SUPPLY RIGHTS OF ffiUDE. THIS ANNOU~CE-
MENT SURPRISED AND UPSET THE GOVT OF INDIA AS MUCH AS THE LOSS. ' 
OF THE MADRAS SIT·E SURPRISED AND UPSET THE CONSORTIUM. IT, • · 

.ALSO TOOX BECHTEL BY SURPRISE. THESE TWO EVENTS COOLED THE 
ARDOUR OF' BOTH PARTIES.ABOUT EQUALLY AND PROBABLY MARKED THE 

• BEGINNING OF THE END OF THE PROJECT. - , 
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' ,J 
4. THE CONSORTIUM AFTER CONDUCTING ITS MARKET SURVEY CON• 
Q.UDED THAT T hiRE WAS SUBSTANTIAL RISK THAT A MAR KET I~ MECHANISM 
ADEQUATE TO HANDLE.THE OUTPUT OF THE FIVE PLANTS CWLD NOT BE 
DEVELOP.ED·IN LESS THAN FIVE TO SEVEN YEARS. THEREFCRE, IT 

,DECIDED THAT IT -WOULD NEED A 
. 

T OF INDIA 
TO PURCHASE ANY UNSOLD'FERTILIZER 
Fl AR S • E GOVT OF IND IA FELT THAT IT COULD 

U. A SUCH A Ca,JMITMENT FQR,.BOTH FiNANCIAL AND POl.ITicAL 
REASONS. 

\' 

5. UNTIL THE VERY END OF tHE NEGOTlATlONS THE GOVT OF INDIA 
INSISTED UPON OWNERSHIP OF ? l PERCENT OF THE EQUITY IN T~E 
ENTIRE PROJECT. CLAY AND:BECHTEl. CHARGEDTHAT fkE FINANCE 
MINISTER HAD AGREED TO A F'tFTY-FIFTY DIVISI.ON OF OWNERSHIP 
AT THE IR INITIAL MEET ING. 

6. THE GOVT Of. , IND IA ULTIMATELY MODIFIED ITS POSIT ION AND 
OFFERED TO LET THE • CONS CRT IUM PUT THE ENT IRE PROJECT IN THE , 

'PRIVATE SECTOR. BY THIS TIME, HOWE.VER, THE OIL CO"lPANIES HAD 
LOST INTEREST IN THE TRANSACTION AND WERE UNWILLING TO PROCEED. 

, '✓ , 

7. AT ABOUT; THE TIME 'THE M&I)RAS SITE WAS AWA~DED ELSWwHERE, THE 
US PETROLEUM INDUSTRY; HAD BECa-lE DEEPLY D IST~U~ED ABOUT IN-

·T IMAT IONS FRCM THE GOJT OF INDIA THAT FOREIGN'°REFINERIES IN . 
INDIA MIGHT 8E OBLIGED TO HANDLE SOVIET CRUDE. THIS ALLEGEDLY • 

COOLED THE INTEREST OF TEXACO AND G.ULF, BOTtfMEMBERS OF THE 
CONSORTIUM, IN INVESTIN3 IN INDIA. . 

THE ABOVE BRIEFLY SUMMARIZES THE ESSENTIAL AREAS OF DIFFICULTY 
WHICH AR,OSE WITH RESPECT TO THE BECHTEL TRANSACTION. HAD CARE• 
F'UL PRLIM INARY RESEARCH AND NEGOTIATION BEEN CCNDUCTED ON 
A JOINT BASIS BEFORE ANY PUBLIC ANNOUNCEMt:lil'S WERE MADE, A 
HAPPIER SOL UT ION~IG HT HAVE RESULTED. IT iS THE OBJECT IVE 
JUDGMENT OF THOS US IN THE MISSION WHO. FOLLOWED THIS TRANS•r 
ACT ION CLOSELY T A THE FAULTS AND THE ERRORSWERE ABOUT 
EQUALLY DIVIDED. BOTH PARTIES WERE APPREHENSIVE ABO~, A 
GREAT MANY UNKNOWN FACTORS AND THEREFORE T001< RIG ID POST IONS 
WHICH MI~I..HAVE BEEN SOFTENED UP~ FURTHER INVESTIGATION AND 
DISCUSSION. HOWEVER·, THE FROJECT WAS SO MUCH IN THE PUBLIC 

, SPOTLIGHT FRa,J THE BEGINNING THAT NEITHER PARTY FELT IT HAD 
•ROON\ FOR MANEUVER OR COM PR 0"1 ISE ON BASIC POL ICY ISSUES. ~ .. . ..- - . )j 
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· IT IS HOPED THAT THIS ANALYSIS OF THE REASONS;af T KE FAILURE' 
.,

fOF THE TRANSACTION WILL TE°ND TO CORRECT SOME OF THE MISAPPRE-; 
' !HENSIONS WHICH HAVE DEVELOPED SINCETHE NEGOATIONS COLL]WSED. 

=-/SOME. OF THESE MISAPPRE·HENSIONS HAVE GAINED WIDECU~REN<iY.I_N 
[CERT A IN US BUSINESS AND GOVERNMENT CIR.CL-ES... • • .• , • • •.. - •"i 
l • • ~ • • '• ~-~~: • • . ~ _- • • .' ' •. • ••. : • • •: • • •• • •• :· f ;I • • •: 

0~ OWLES ~ T". .a-" .....~ ... -.!.-o ~ ..... _ .... , ........ •-· • ..:_ ........ ~;. ....... l I ..... ..,, ..!.,"~ •··-·' .... ,.._ ..... -'•· • I I • ,, , .... ilr\# • • _..., 
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TO HF, 0, 1:l Rees, NESA/SA 47-J.4--file~s 

fl"lla~ 
FROM C. S. Hatton, NESA/SA4716NS 

'y~ 
SUBJECT: Canadian Wheat J~ 

/ 1'..J>J 

There appears to be no physical reason wby Canada could not 
supply substantial quantities or'wheat -to Ind-ia7 The crop varies from 
500 million to 700 million bushels each year. Export sales run from 
330 million to 595 million bushels. The estimated carryover in 1965 
is 465 million bushels or about 13 million tons after deducting esti­
mated sales and domestic consumption, .:i( 

Canada appears to appropriate about $15 million each year to be used 
for purchases of wheat and flour chiefly for Colombo Plan nations. India in 
1965 got about $1 million of these grants. It is iey impression that the 
special grant of wheat given to India at the time of the u. S, East Coast 
dock strike was over and above the normal grant funds. 

Much of the large sales to Communist countries have been on a con­
cessional basis with payment terms of up to five years. Doesn't this situ­
ation offer an additional opportunity for the Indians? 

i Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan 



Canada Wheat Production and Ex ort Sales 
All Figures are in Thousands of Bushels) 

y 
Wheat Production Export Sales 

1961 283,000 358,000 
1962 566,000 331,000 
1963 723,000 595,000 
1964 600,000 398,000 
1965 704,ooo E 600,000 

1965 Wheat Stocks, Sales,Domestic ConsumPtmon and Carryover (E) 

1,219,000 stocks on Hand 
755,000 Sales 
1~5,000 Domestic Consumption 
45,000 Carryover 

Major Purchasers of Canadian Wheat 

U.K. W. G. Russia Japan China Lux. & Belgium 

88,ooo 36,000 208,000 48,ooo 37,000 16,000 
30,000 flour 

1964 82,000 22,000 36,ooJJ 52,000 65,000 

y Great variations in crops is due substantialzy to the fact tbat wheat is 
a spring crop.

g/ Russia also bought 13,000,000 •• which was shipped directly to Cuba. 

CSHatton:NESA/SA 11/23/65 



Canadian Government Assisted Ex~orts to Colombo Plan Countries 
UN RWA and the World Food Prof:£:am 

(Thousand Bushels Wheat Equivalent) 

y 
Destination Item 1961-62 1962-63 1963-64 E 1964-65 

India Wheat 3541.1 703.6 720.7 $7,000,000 

Pakistan Wheat 1856.3 361.6 354.6 3,650,000 

Burma Wheat & 222.0 154.7 350,000 
Flour 

Ceylon Flour 515.2 1040.3 1,000,000 

Indonesia Flour 359.5 152.9 142.7 350,000 

Vietnam Flour 44.6 42.7 150,000 

Colombo Plan Total 6494.4 1262.7 2455.7 $12,500,000 

UNRWA Flour 653.0 4]18.6 214.3 500,000 

WFP Flour 140.2 2,000,000 

Multilateral Giving 1Total 653.0 478.6 354.5 2,500,000 

Grand Total 7147.4 1741.3 2809.6 $15,000,000 

Source: Grain Division USDA 

y Canadians allocated $15,000,000 for Food Aid Shipments in Fiscal ~964-65 as shown. 

CSHatton:ifj:NESA/SA 11/23/65 



DEPARTMENTvf STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

~ 
MEMORANDUM / A;:tFOR MR. ROBEffi' KOMER ~ 

Deputy Special Assistant tot 
President for National Sec ity 
Affairs 

Room372 Executive Office Building 

Attached is, in response to your 
request, a paper which summarizes our views 
on the nature of Indian policy changes which 
are needed to improve output and which discusses 
some tactics to achieve the necessary policy 
changes. 

/4ffe{ 
William B. Macomber, Jr. 
Assistant Administrator 

Bureau for Near East and South Asia 

Attacblrent 
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Major Policies Relating to Indian Agriculture 

The A.I.D. Mission in New Delhi has identified a series of 
agricultural policy issues which reflect its own studies and the evalu­
ation of the agricultural sector made last May in India by Martin Abel 
and lester Brown of the Department of Agriculture. Our recommendations, 
which are set forth in some detail in the papers attached at Tabs A and 
B fall into two broad categories~ 

a) In some policy areas sufficient research and analysis has 
been performed to permit us to identify specific targets or conditions 
to be applied to future assistance. Fertilizer, and to a lesser extent 
irrigation, fall into this category. 

b) In all other areas, although it is clear that previously 
announced targets have not been achieved and that past financing or 
provision of inputs has been inadequate, insufficient evidence has been 
accumulated to warrant quantification and specification of targets . The 
direction of needed change or further study has been identified in such areas 
as plant protection, seed improvement, mechanization of farming, farm 
credit, research and extension, price policies, and institutional problems. 
For the present we should press for significantly greater action on a 
number of these fronts, the precise choice and mix to be determined later. 

With respect to fertilizer, the paper at Tab B spells out some 
specific actions required by the Indian government to reach the higher 
consunrption target of 4.6 million tons of nutrient for the 4th Plan, 
urged by the Mission and by USDA. India should provide for at least a 20t/o 
increase in fertilizer availability a year for the next five years, and 
should give priority foreign exchange allocation to import whatever is 
needed, with internal production, to provide such increased supplies. 

With respect to irrigation, we propose that all aid donors 
agree to refuse any further financial support to irrigation projects for 
which the possibility of disciplined irrigation for sustained high yield 
(instead of protection against drought) has not been carefully examined 
(see page 4 of Tab A). 

With respect to the other policy problems, our requests for 
Indian action have gained new importance because of the current short rein 
policy on P.L. 480. The uncertainty regarding future supplies of food 
grains from the U.S. on concessional terms and the continuing need for 
high levels of food import have set into motion forces in India which will 
result in changes in a number of the policy areas in question. Recent 
speeches by the Prime Minister and the Subramaniam/Freeman letter are the 
most obvious outward signs that such a process is under way. All observers 

..,~-ILco I Ir'I.,J I (il'-•'•-
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(Including Department of Agriculture staff) are agreed (a) that Indian 
policies have improved on a number of fronts, that most of the improve­
ment has occurred in areas directly under the control of Subramaniam, 
(b) that neither we nor the Indians should be satisfied with the progress 
which has been made, and (c) that it is not possible to quantify the effects 
of recent policy progress on production of foodgrains. 

Just as in our country, major policy changes relating to 
agriculture affect all sections of the society and economy, requiring a 
great degree of cooperation between many government ministries and 
between the government and the public. The formulation and execution 
of new agricultural policies represent a major test of the leadership 
and political skill of the Indian government and place great strain on 
relations between center and state governments. 

A plan for increasing Indian agricultural production will be 
successful only if it is an Indian plan. And development of Indian 
agriculture must be coordinated with and matched by development of 
India's economy as a whole. Rather than presenting the Indians with a 
specific agricultural development plan manufactured by U. S. officials 
and separate from India's other economic problems, we recommend, 
therefore, that our insistence upon improved Indian agricultural planning 
and performance be kept in the context of the World Bank - Consortium 
insistence on substantial improvements in Indian overall economic policies 
and performance. Just as India must come up with a satisfactory program 
of import liberalization, monetary adjustments, export promotion, and 
encouragement of private enterprise, so must India come up with a plan 
for increasing agricultural production which is hard hitting, which 
contains precise measurable targets and benchmarks and which can 
clearly make India increasingly self-sufficient. The understanding is, and 
would continue to be, that India must satisfy the World Bank and the 
principal Consortium members on all of these fronts in order to earn 
full scale aid at increased or even at present levels. 

But to be helpful, we should give India suggestions and insights 
gained from our own successful agricultural revolution and those acquired 
in our world-wide aidJprogram. These necessarily will have to be 
adapted to the Indian environment but we should not be chary in prof err­
ing ideas. 

While the current P. L. 480 policy has lent more credence to 
our remonstrances about food policy, the complexity of the problem may 
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cause new stagnation in policy fonnulation and execution unless constant 
pressure is exercised. This pressure can in part be maintained by the 
sanction of reduced P.L. 480 quantities when we are unsatisfied as to 
performance. This approach has its limitations, in that (a) the Indians 
might discount the possibility that we would in fact reduce food deliveries 
and (b) the penalty would come after failure to act. There is another 
approach which has the merit of being a prod to action rather than a 
:penalty for failure to act. We propose shifting a rising percentage of 
food shipments to Title DT, beginning with say 20% and increasing by that 
amount each year. The less food the Indians grow the more they will have 
to import at rising real costs. If announced sufficiently in advance, 
such a policy would place pressure on the Indian authorities responsible 
for the allocation of resources (chiefly the Finance Ministry and Planning 
Connnission) to cooperate more fully with the Agriculture Minister. 

Such a proposal would result in the cost to India of foodgrains 
being more comparable to the cost of other imports. The Indians would 
soon recognize the economic cost of continuing their present bias for 
importing foodgrains rather than inputs needed for agriculture such as 
fertilizer. 

Attachments: 

A. Agricultural Policy Issues for the Big Push - USAID 
B. Program to Increase India's Fertilizer Consumption -

Paul Firstenberg 
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AGRICULTURALPOLICY ISSUES FOR 'lliE B .P. 

Possible PolicxIssues. 

A 8UJIIID8l7of the areas in wich policy issues might arise is ae 

follows: 

1. Input supplies: 

a. fertilizer 
b. water 
c. plant protection 
d. seeds 
e. implements 
r. others 

2. Farm credit. 

J. Research and extension. 

4. Input and output prices, prico incentives, and buffer stocks. 

5. Institutional changes: 

a. . agrarian reform 
b. co-ops 
c. communit7. development 
d. rural works 

6. Administration. 

7. Town contored supply, marketing and transport sorvicos. 

GeneraJ. s;tro,tegy. 

1JD and tho Ccasortium ought to be highly solcctivo in idontify­

ing required policy chnngoa, for any GOI-Consortiuro. neruo~ont on~ 

big push would oointoforablo to tho GOI if it genoro.llv sp0cificd 
,,,

what GOI economic policy wo.s to be during tho Fourth Plan. l'-brcover, 
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as will be shown belo'W, tho U.S. is incapable, ond tho Consortium oven 

more so, of laying down in all fields unombiguous ond easily enforceable 

policy requirements. 

Consequently, tho gonernl U.S. strategy should be to: 

1. Jlsk tho GOI for substantial o.nd conspicuous improve­
nont in agricultural policy in fields in which w do 
not 'Wish to specify the exact character of the improvo­
oent required. (As shown belo'W, this oeons we ...,ould 
'Want to ask for ono or :more groat gains, tho nunbor 
depending upon their greatness, in the fields of 
faro credit, roseo.rch and oxtonsion, institutional 
changes, or odninistration, or in a heavier allocation 
of planned funds to the a.gricul tural sector.) • 

·2. Specify required changes in very fc'W areas (for 
reasons given bclo'W, those o.roas will bo fortilizor 
ond irrigation). 

We can no'W look at each policy o.rea in turn to soo what might bo 

done. 

Fertilizer. 

The GOI ond the US ore al.ready firmly agreed tha.t substantially 

greater fertilizer consunption is essential for econonic and political 

stability. For the end of the Fourth Plan, tho US conSUl!lption target 

(based on an earlier Mission calculation and confimed by an indepen­

dent USD1.teao ,utt;lrnativo cc.lculation) is 4.6 rrl.11:tons of nutrient. 

Tho GOI tnrgot is J.5 nillion tons of nutrient. 

Shu:.:.l we insist on our own target? 

Their target difi\.lrs froo ours becaus8 rcusonablo non 
can differ in thcso natters. Wo have ovidcnco, however, 
that tho GOI nay have pullod t.;own its target sonowhat 
boca.use it fears it can"lot sell o.s ouch f('rtilizor as 
w target. We think these foors arc groundless. 

LIMITEDOFFICiilLUSE 
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We uant t'n.orofore to insist on a. higher torgot bocnuso 
for fertilizer and agricultural output the GOIneods to 
add o oorgin tor o!Tcr, _gpdbegfl\1§9 of the near s@rto1pty
U?ot.pugh or :tAA~rt.J.liror tgrge;ted ror toodgro1nay111
QQt1wlJy go to g,ia.l!.Jl™, for 1t dare not ro.11 to hit i ta 
toodgro.1.n output torgot in the Fourth Pl.an. (Wo accept 
thoir toodgrain outp,::~. torgot of 120 ml.lion tons.) 

Sholl wo tey to hold tho GOI to vhntovar production torgot tho;v 

do finally settJ.o on? 

There is oore dcnger to foodgrain prr:duction in t~a Fourth 
Plan in logg:lllg. ta...-get achiovaront than i.'"l undar-targoting 
fertilizor. We have to p-.ieh very hnrd indood on holding 
thG GOI to ti phnsed ntur 1.r.J'l8nt or tru.·gated production. 
Spocitically, our policy f!~.ouln bo +.oswitch project o.id 
over to ferti!izor ~.riporta-:·,!.o::it.o whatever Axtant necesssr:y 
to tudntain tho GO:;:1s o-wr.ta:r ;zetod phnSP.d i!l_creo.ae in 
fortillzor conSUilpt.ion. l!l hr:l.of :- this would eubsti tuto 
icportad r erti!izor for nny e.c.,castic product,ic,n targeted 
but actually not achl.e•;·ad . -I'-

*The cagnitudee that IJight bo involved o...-e represented in the follow-. 
1ng tabla. The '~ble showa tho o.ffect on fortilizor inport costs ot 
a 60%rnte of achiovomant of :!fourth Plan fortilizor production targets. • 
The lo.st colUCl::l:b tho tnb).o ::-opr1:3sonts tho oddod costs or tho /IYI, 
shortf'al.l or i:,::-oduction. 

Cost of Mdod Cost or 
PJ.anno:i 60 Por Cent Planned Deficit Planned D0ficit 
Production ~~ Ipporj;s I~ Irypgrts

000 tons Mill. $ 

1965-6 5;,_7 316 432 2J.J. 118 $ 5'1 
1966-7 755 .45.3 /,,73 Y,'.2 131 8J 
1967-S 91.4 ;Cb 62e 3'6 178 106 
1968-9 1214 ,.,2a Sl5 ,'.~~~. Z}J :.19 
1969-0 1601 9c:t:J 1012 ci.:-.. .296 ..:.86 
1970-1 1926 :,_115 L'~6 !t1...i. 429 '.:JJJ 

1Source for coluons 2, 4 and 6: J.fnr.t~n r.:~31o.nc·:L~s-~1')._•0...-n,"i.n~::. 
Evallllltio!l of Incl:i..a.1 ~ ror..,·th Fiv:> Yoai- .?J.o.r.---~-·o J.gri<'ilJ.\,ut-al Si3ctor" 
(U&ID/Indin, Mi:tylJ, J.~fl :t)p, ~~7.,6(.,. 

\ 
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~ould ve require a mid...Fourth Plan major reconsideration of an 

upward revision in the fertilizer production target~ 

Ashoka Mehta. and others have indicated that it might be 
possible in mid-plan to retarget fertilizer production. 
We can suspect tha.t this kind of talk reflects their 
concern that their target is too low and would be higher 
if they hod confidence 1n se.les. h caso for roconsidera­
tion of target and acceptability of a. roconsidora.tion 
both argue for reconsidoro.tion; on the other hand, the 
pattern of planning is rigidly against it. We wuld 
mnke a useful contribution to the planning process, as 
woll as protect our interest in fertilizer production, 
by insisting on somokind of explicit arrangement for 
formal reconsidorntion of tho fertilizer target 1n mid­
plan. 

Onfertilizer distribution, see col1ll?lentsbelow on pricing, crooit, 

and co-ops. 

IrrigQUon gnd Wnter Mang,gep.ant. 

The nl.l eobro.cing mo.jor issue here is whether thero is to be 

sufficient doai.nance of agricultural considerations and agricultural 

personnel 1n the developoont and lldr.nnietrotion of wntor and irrigation. 

Within the very broad.issue, the grea.t and criticnl issue is between 

drought relief irrigation and tho careful odninistrntion of irrigation 

and drainage for sustained high yield, tho lottor being a kind of 

irrigation that calls for a. new concept of irrigation in :..~le.do.• 

~s a Dini.In.El, we ~an see if tho ConsvrtiUil and ·c11'3 Bank will 

join with the U.S. 1n its o.lrcady duclt.ll'vd intontion to rofuso any 

further financial support to irrigntior. projoc~.;.; ::o:.· whi.ch t'1u possi­

bilities or disciplined irrigation for susto:lnoc'l. M.gh yiuld have not 

been carefully oxD.Dinod. (The US policy is not to ri3quire that 
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drought relief irrigation give way to the nevor concept unifomly but 

thnt no project overlook tho possibilities of tho latter.) 

Socondly, we could roquiro that the GOI establish a well­

financed ond staffed, high level prestigious study of tho rolativo 

nerits of the two kinds of irrigation, with special reference to a 

few upconing concroteirrigation projects. 

Beyond this, we do not soc any possibiliti0s for relatively 

unanbiguous and enforceable conditions to be uttnched to wntor ond 

irrigation policy, although thoro is enomous scope for sustained 

and highly conpotont nagging and consulting on policy and its inplu­

oantation with good prospects, considering present foment on the 

issues, for grant gains in yenrs to cono. 

PlantProtection. 

In pest, wod, rodent and disease controls, Indion prograos 

suffar greatly fron the general deficiencies of ad.."1inistration and 

fron scientific backvardnoss, for these prograns are neither adninistored 

with vigor nor are they thoroughly up to date in tho selection nnd 

use of chonicnla. Whilo w cnn identify this fi~ld ns one in which 

wo -would like to soc scoo i.'lportont i10•1os, l.ID ho.s not -workod in it 

enough to be o.blo to specify thon. Nor do there so0n to bo any 

unanbiguous and cnfcrcoablo constraints on ,olicy -worth exploring 

except at such a low technico.l or o.dniniatrativ0 levo1 • o.s proch,;1013 

thor0 being incorporo.tod into any kind of push agreenont. (Wo could, 

for exanplc, specify which chonicala the Indians wore to use; but it 

would be ridiculous to propose doing so.) 

LIMITEDOFFlCIJu.USE 
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Saad,1rnrovemntgnd tw,t1p11cnt1on. 
Seed fron Stato and Conter soad forps is widoly alleged to bo no 

bottor than tho soad othorwise ovnilablo to Indian famors and ouch 

. pooror in qunl.i ty than soeds dovolopod by the best Indian famars and 

sold in sr::w.11quantities to their neighbors. Tho acreage presently 

under seed to.ms o.re o.lso fo.r short of a.creagos planned for tho Fourth 

Plan - so ouch so that ono can doubt tha.t the expansion ta.rgots con 

aver bo a.chievad or tha.t tho ottacpt will ovon bo r.wlo seriously. The 

progrtlD noods a. thorough overhauling but, aga.in, thero is no siople 

fol'tlula for its reconstruction. lmd its doficioncios nro of course 

part and pa.real of the goneral doticionoios in Indian o.doinistrotion, 

so tho.tit can preSUOll.blybecom a. good progran only a.a Indian public 

adn1nistrotion genoro.lly inproves or as it is isolated as a. high 

priority crash progron. Weoight consider asking the GOI to nako seed 

developoant a crash progran, but it is a. request that will be lacking 

in content. 

Hence, it looks as though soed devolopnant night boat bo thrown 

into tho general o.rao of policy with rospect to which we ask no oore 

thon that soaething inportant bo done within tho a!"ol'. ovon if w de 

not specify just what. 

iltoma.tivoly - ond this wo propos~ for uiecussion - the GOI 

ond tho Consortiuc niaht agree to join in a prccrcJ.1 of wlc<no o.ncl 

a.id (subsidized crodit and/or inwstnont crucrantoo for btYt.h rupoos 

ond foroign exchange) to privato collaborations on sood pr0duction -

both to produce better seed dir0ctly and to stinuloto through CO!lp8-

tition the ir.Jprovooent of govomnent seed progrons. 

LIMIDPOfFIQii+LUSE 
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Implpnts. · 

Tho iseuo hore is tractors ond tillers.· f.. US>b toan tells us 

that a big tractor and tillor progroo was not approprinto at this 

stage of agricultural dovolopnont, and in fomal consultntions with 

sone of tho Boll llission agricultural oxports indicate that they, tboueh 

less dubious, aro either inclinod to agroo or to boliovo that until tho 

econoIJics of tractor and tillor oporation have boon ooro thorouchly 

explored, the Indians should not be pushed into it. Wo night urso tho 

GOI to Illlke such an exploration, but we would probably do better to 

givo sooe of our own 1.i.ID people such on aesien,:iant within tho next 

yoar before Illlking on issuo with tho GOI. 

Credit. 
The ovorriding naod in India is for short-tem credit for onnual 

ram inputs in which tho security for the loM is tho crop not tho 

other assets of tho cultivator. Officinl Indinn policy is nll on the 

right sido; tho difficultios arise in :i.nplaoontntion. Theso difficulties 

arise partly out of banking and adninistration conservatiao; but wo 

should fully aclmowlodgo tho clifficulty, if not the inpossibility, of 

cxtonding crop basocl credit to subsist.once farnors who would not intonc1, 

oven if tboir output rose substantially, tc soll any part of tr.o crop. 

These faroors aro 'vi thout noncy incone vi th which to rc~n1y a er: r) 

lcon; likewise thoy are without a surplus to repcy in kind. Thl:lir 

principal prospects for ropaynont night cono fron ::ionoy incor.10 froo 

non-agricultural enploynent, including rural public works. 

LIMITED OFFICit.L USE 
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We can ask tho GOI to keep pushing on crop-based crodit and 

conpetitive sourcos or credit; but given these ditriculties, w 

co.nnot lay down any unm:ibiguous and onforceablo conditions and 1n fact 

can only hopo and pray that the application or dilieenco and intolli-

•eenco ovor tiI:lo will erode the obstacles. We can bo useful in technical 

assistance on nodern crop basod credit assistance, and tho Mission 

intonds, with its new rural credit technician, to noke h0adwo.y. But 

this is not n good fiold for spocirying conditions on Consortiun nssis­

tonco. 

RasenrchgndExtgnsion. 
Roughly the sono line of nrguncmt as lllldor Seedsabove. To bo 

suro, the Ministry of Food ancl i.griculturo is prosontly ongagod in 

plonning !lO.jor roorgonizntion of agricultural extension and research, 

and that would seeo to open up special possibilities for our laying 

down sooe conditions ror incroasod Consortiun nssistonco. But our now 

Chier of tho J.gricultural Division, we boliovo, wonts to have a frosh 

look at rofom or rosonrch and oxtonsion ond tho J..griculturol Division's 

position on it. Tho Mission is thorotoro not in a r,ooil position to 

rush in and to.ko sidos ,;,m sono of tho issuos now up f,)r ccnsi lor:1-tion. 

But for those who would like to consider fl;l"thor th-=1 :,o:,ssibilities 

of our trucing a position, the principal issuos arc~ 

1. Convorting thl3 VLW1s rro:.1 r:rulti-)ur~oso workers to 
ogricul turol extension workors (not, indd<.mtnlly, 
general agriculture adoinistruti·:o offic:n:·s). 

LIMITEDOFFICI~J.USE 
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2. Tying research to the neodr. of o ctenoion (India. 
ha3 rumy a~cultural re~earch stntions, but 
they ,'ll"e not doin·~ very useful a;;ricultural resenrch.). 

3. Crentin.,; a speciAJ.iat technical service in a~icul ture 
and n~icultural extension and ~ettin-r the technictl 
people 011t fror.: under the dor.-inance of the -~enerru.ist. 

'~· \.iencrally nr.~c.!,J_gA:)._r.:li.:Jin;'; the a:~riclll turol 
cor:-;petencc of those on,;:i__~ed in e;~tonsion, in 
which connection our a.~ricul turaJ. universities 
pro?,rw-. is relevant. 

5. Creatine an'effective line of authority for 
:i·~icul turo.l. e.:ctension work, obstructed neither 
by Center-State conflict nor by lack of coordination 
between Cor·,r1unit;y Develop1:?ent and Food and 
A1!"iculture. 

6. Findinr, !.lll effective wey of "retailin-:,:" useful 
inforua.tion to cultiv:itors (as throu~h salesr.ten 
of a:riculture.l supply house~ in the.US) because 
a~icultural e·rten!3ion officerP: n!1d Vtrft s tnlren 
t.o~~et,ht:)r ,r111 ;-::,robnbly never be ::mf:?idcntl.y 

11•nur·-e:..~0,1::: 11~rhole~:-,.J.in~·t,o ··;o l)eyond 

Our levera~e on output pricer,, bufferr :md ~tora:,l is throu---:h ,'L-430 

negotiations rather than throucrh dollar aid and the Coneortiur:. 

What about prices1 On irrir!ation water rates, possibilitie:J 

or rate reforn to conserve and impro~.re the ,:!]loc<1tion cf uater ore 

bound up with the refc,rr. of irriJo.tion as discur:~·od ahcve .:mtl •!:!:i:mot 

be dealt uith separately. 

The only possible input price on uhich to 1 •~1e .:i:·. ix:ut1 is 

fertilizer. Dut fertili?ter price policy is ::oin::: to he :::o to1m1 up 

with negotiations with forei-~n 1overm·:ent~ er .forei:_;n :Jrt11:1to enterprL0 

on new fertilizer capn.ci ty as to ?reclude our r<,3ldn··· an ir.i:me of it here. 

https://impro~.re
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Do we not, however, believe ve can confidently ask the C'.iC>I lowerto 

the pric~ or fertilizer? 

Perhaps ve should, but the Pakistan experience su;~ests 
that 1t mt~ be !'lore ll!p()rtant to provide an incentive 
to retailers of fertilizer than to cultivators. If 
so, ue rr-i,rht mmt to push for hi~;h retail r,.ar:;ns 
before price reduction. 

The overridinc need here is to achieve the gains in output incentives· 

that would follow from secure tenancy and cultivator' fl ability to clw1 

for birlself the increMents he achieves in hi~ output. :f'oli tical 

resistances to movin3 ahead vigorously on security or tenure are 

formidable; and, a~ain, there is no simple ton~ula, apparently no 

possibility of an unal'lbiguous and enforceable condition to be il'lposed on 

aid. 11e ou.~t to tµve the OOI a bad conscience on this subject ~d never 

rer.iove the accusing finger until the GOI -takes care of the problem; For 

present purposes, this proble?!\ should be placed 1n that general policy 

area out of which we want sot1ething substantial to happen, even if we 

do not specify what or where. A second issue is consolidation. The 

mover.ent toward consolidation is -weak in r,,ost states. runjab has been 

vigorous, ~ut consoliuo.tion there is not consistent with future needs 

or irri~ation and draina~e. ,.lr;ain, cM ~-redo any r.ore thdil trouble the 

Indian ~'overnnentd conscience'~ 

iiulti-dimenaional probler:s like these do not lE>nd thei,iselves to 

quid pro quos. 

iidJ.1'-Jii.JUU.!!sm.1. 

Tbe Mission has been of the ,opinion that 1t \tould be fruitless to 

LIMITEDomcIAL USE 

mailto:Lilf:l'@L_QF1J_Q.~!,L


LlflI'l];!Ll)l£1_Q!g. US§ 

-11-

attecpt any ]eneral frontal attacl: on adninistrative refom across the 

board or in suoh a lar'Je area :w ::i.-~ricultural and rural developNent 

policy. As a question of strategy, ve might wish to debate it in the 

,seminars. But if so, relevant considerations run beyond a~iculture. 

Specific administrative issues in a_,"'l'iculture are those listed 

·above 1.Ulder Research and Extension, amonz which the generalist-specialist 

issue is critical for the vbole field of 8',.'71'icultural administration. 

' There is also the issue of administrative control of irri,;ation and water 

!'Wnn_::;enentthrow~ a·,rlct'.l ture r{l.ther th:1-n throu •:h the J;j.ni:::trJ of 

Irrieation and Power. 

,-le mi~ht consider layin~ dot-m ns a requirentent that ( a) a specialist 

service be developed in such a uay as to pernit specialists to rise to the 

h13heat positions in the a.zricultural civil service, and (b) n1ajor irri 0a­

tion be turned over to the Ministry of Food and .i;;riculture. One of 

the conspicuous disadvant~es of 1.D.posin.1 such conditions as these is 

that the OOI is probably incapable of cor,.r.i ttinc: itself. Each of these 

tvo ref onus would have to be foueht out over :!. lollf:' period of tine td th 

outcome uncertain. 

townCen~-~t,tin3 and ~annnort ServJ.~'!.l! 

This field is too nev to both AID and GOI to pemi t our as)dna 

for Indian performance. 
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.MEMORANDUMTO: 

SUBJECTr Program to Increase India's Fertilizer Consumption 

Set forth below is a list of actions and programs which we 

believe will serve to expand India's utilization of fertilizer and which 

the Government of India could be reasonably expected to undertake. 

The list includes only proposals which are designed to increase 

the supply and consumption of fertilizers and does not include other 

possible actions which could affect agricultural output, such as improved 

irrigation, price supports for farm products, and making available to 

farmers increased quantities of better quality seeds. This memorandum 

also does not attempt to formulate a strategy for encouraging the GOI 

to carry out the substance of the proposed actions and programs. 

Attached as Annex "A11 is a brief summary of the principal 

existing bottlenecks to expanding India 1-s consumption of fertilizers. 

The Annex serves as a background for the attached proposals. 
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A PROGRAMTO INCRF.ASE INDIA 1-s FERTU,IZER CONSUMP.rION 

I. Steps to Increase the Availability of Fertilizer 

A. The Government of India and relevant state governments at an 

early date give all approvals, undertakings and assurances required to 

enable construction to begin on the proposed privately sponsored Birla­

Armou.r fertilizer plant and the joint GOI-Imperial Chemical Industries 

(a U.K. Company) and GOI-Standard of Indiana Oil Co. fertilizer plants.* 

The approvals given by the Center and State Governments shall permit sub­

stantially all of the output of the three plants to be marketed through 

private channels and for the joint ggvernment-privately sponsored plants 

to be managed by the private sponsors for a reasonable period of time. 

*The Birla Armour project is projected to provide, at capacity, 350,000 

tons of nitrogenous fertilizer per annum, the ICI project 200,000 tons 

of nitrogenous fertilizer per annum and the Standard of Indiana project 

200,000 tons of nitrogenous fertilizer and 85,000 tons of phosphatic 

fertilizer per annum. These three projects are the only new privately 

sponsored or privately managed projects now in an advanced stage of planning. 
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B. The GOI actively facilitate the completion of the privately 

sponsored Coromandel fertilizer plant* now under construction by: 

{a) providing such assistance as may be required to enable Coromandel 

to finance the presently estimated overrun on plant construction costs 

(about $10 million in rupee funds), {b) ta.king all actions necessary 

to make Coromandel's seeding program effective, including authorizing 

Coromandel to import the volume of fertilizer required for the program 

and (c) inducing the relevant Indian authorities to accelerate sufficiently 

the construction of the ancillary facilities required by the plant to 

insure that such facilities will be completed when the plant is ready to 

start operations. 

*The Coromandel project, sponsored by California Chemical Co. and Inter­

national Minerals and Chemicals Corp., two U.S. fertil.izer manufacturers, 

is expected to provide, at capacity, 80,000 tons of nitrogenous fertilizer 

and 73,000 tons of phosphoric fertilizer per annum. 
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C. The GOI expedite the development, approval and financing of 

new fertilizer plants, including at least one ma.jar privately controlled 

plant, capable of producing, as a minimum, an aggregate of 500,000 tons 

of nitrogen and 280,000 tons of phosphate*. The object should be to 

complete the cons~ruction of such new plants, as well as the Birla­

Armour, ICI, and Standard of Indiana plants, by 1968-1969 in order to 

provide, together with plants now ready for or under constructio#an 

aggregate additional productive capacity of at least 1.8 million tons 

*The goals set out in paragraph (c) appear to be within reach. At 

present, a loan application has been submitted to A.I.D. to finance a 

public sector plant at Durgapur which would produce 135,000 tons of 

nitrogen and 110,000 tons of phosphate. In addition, pre investment 

studies are in the process of being completed on a proposed public sector 

plant at Cochin which would produce 200,000 tons of nitrogen: and 85,000 

tons of phosphate. Two privately sponsored projects are also under study 

by prospective investors but are in a much less advanced stage than the 

two public sector projects. However, an ideal sized private sector plant 

might produce 200,000 tons of nitrogen and 85,000 tons of phosphate (as 

in the case of the Standard of Indiana project). If such a plant were built 

in addition to the Durgapur and Cochin plants an aggregate additional 

capacity of 500,000 tons of nitrogen and 280,000 tons of phosphate would 

be available. 

** Plants now ready for or under construction are expected to produce an 

aggregate of 500,000 tons of nitrogen and 150,000 tons of phosphate. 
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of nitrogen and 700,000 tons of phosphate before the end of the Fourth 

Plan. Assuming all such new plants and all existing plants* operated, 

after break in, at an average of 90'foof capacity, India's domestic pro­

duction at the end of the Fourth Plan would reach approximately 2 million 

tons of nitrogen and 700,000 tons of phosphate as opposed to a presently 

forecasted output of 1.5 million tons of nitrogen and 700,000 tons of 

phosphate. 

D. The GOI establish a first claim on fertilizer imports to provide 

the fertilizer required for the seeding programs of plants under construc­

tion. 

E. The GOI give a very high priority in allocating its foreign exchange 

resources to importing sufficient quantities of fertilizer to supplement 

domestic production to insure that fertilizer availabilities reach the 

levels called for by the GOI1 s Committee on Fertilizeril"*, whether 

or not domestic production targets are achieved. 

*Plants already in operation have an aggregate rated capacity of 430,000 

tons of nitrogen and 256,000 tons of phosphate. 

** The Committee on Fertilizer Report calls for a total availability in 

1970-71 of 2.4 million tons of nitrogen, 1.0 million tons of phosphate and 

0.7 million tons of potash as opposed to the present Fourth Plan targets 

of 2.0 million tons of nitrogen, 1.0 million tons of phosphate and 0.35 

million tons of potash. 
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II. Institutional and Policy Changes 

A. Steps to Improve Distribution 

(1) The GOI eliminate price controls on the sale of fertilizers. 

(2) The GOI eliminate its central nitrogen pool and authorize all 

manufacturers of nitrogenous fertilizer, whether public s€ctor 

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 per­

centage (say 25%) of private manufacturerst output to distri-

bute in the areas which it would be uneconomic for private 

manufacturers to service. 

(3) 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. 

(4) All distributors of fertilizer, whether public sector organiza­

tions, cooperatives or private companiesJbe authorized to 

market their products in any geographic area including those 

now served exclusively by cooperates. 

B. Steps to Improve Credit Availability 

(1) An appropriate independent center government 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 

efficient and equitable in the processing of applications, and 

more effective in supervising credits. 
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(2) 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. Shch 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 distributors to finance directly their retail 

sales. 

(3) Apprp.Priate steps be taken to induce institutions offering 

agricultural credit to (i) provide increasingly for credit 

and repayments in kind, particularly for small cultivators 

and (ii) provide credit on terms 'Which are compatible with 

the present structure of land ownership in India and the 

existence of tenant farming. 

C. Steps to Encourage Foreign Investment in Fertilizer Projects 

1. Establish a cabinet level inter-ministerial committee as the 

sole center government agency with 'Whom foreign investors 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 develop­

ment of fertilizer projects and to grant all necessary approvals on behalf 
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of the center government. The Committee should also, to the maximum 

extent feasible, assist investors in obtaining a:ny necessary approvals 

from state governments and insuring that the ancillary facilities required 

for the construction and operation of fertilizer plants are made avail­

able as required. The Committee should thus offer a single office of 

recourse for private investors who are encountering difficulty at a:ny 

stage in implementing their fertilizer projects. 

2. The Committee, on behalf of the GOI, should be authoDized to 

issue a single, blank.et 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 technicians to be employed in operating the plant. The 

Committee~s approval of the basic scheme should automatically 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. 

3. Establish that once a privately sponsored fertilizer project 

is approved by the government, the project shall not be subject to a:ny 

increase in duties which thereafter may be enacted on the import of capital 

equipment. 
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4. 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. (A.I.D. should indicate 

its willingness to provide loans for such purpose.) 

5. Adopt a flexible policy toward majority foreign ownership 

of fertilizer plants. 

NESA/CDFrPBFirstenberg:arrrll/16/65 



ANNEX11A" 

Rationale .for Program 

The actions and programs listed in the memorandum to which this 
Annex is attached are intendeC:. to overcome what a.re widely regarded as the 
principal bottlenecks to expanding the use of fertilizer in India. These 
obstacles may be briefly summarized as follows: 

L Insufficient Suu>l,x of Fertilizers 

India 8 s Third Plan calls for the domestic production of one 
million tons of nitrogenous fertilizer and 400,000 tons of phosphatic 
fertilizer by the last year of the plan, Aprill, 1965 - March 31, 19660* 
(All of India's potash requirements llJUSt be imported since there is no 
kno1-msource of this mineral in Tudia. ) In 1964-65, the last yee:r for 
which actual figures are available, :Cndia.produced 238,000 tons of nitro­
genous fertilizers and 126,ooo tons of phosphatic fertilizers. Even if 
production for 1965-66 reaches the &1ticipated level of 300,000 tons of 
nitrogen and 167,000 tons of phosphate, India's domestic output will fall 
far short of its own Third Plan goala.*!t India's e:fforts to increase its 
production of fertilizer have been marred by delays in building plants as 
well a.s the construction of' a number of poorly conceived, inefficient public 
sector plants. Presently extablished government-owned plants a.re, in the 
aggrega:te, operating at about 6Ci/oof rated capacity, apparently due to 
design and other technical def:!ctsn -i:-t:• 

To meet its food production goals, India must radically increase 
its production of fertilizers by the end of its Fourth Pla.n period (1970-71). 
The total available supply of -fertilizers, including imports, in J.964-65 was 
about 675,000 tons and m~- :,:-~a<:'h 900,000 tons in 1965-66.HH 

4~ OOiijs Committee on Fer-tilizers, Table 2. 

~ GOI's Committee on Fertilizers, Table 2. See also Arthur D. Little 
Market Feasibility Study prepared for Armour and CompMiY',pp. 24 and 34. 

4",¼11, GOI' s Committee on Fertilizers, p. 2611 para. 3o0l. 

<HHHI- GOI~a Committee on Fertilizers, Table 2. 

https://1965-66.HH
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Targets for consumption of fertilizers in 1970-71 range from a minimum of 
3c 35 million ·tons (2.0 mill:l.on tons of nitrogen, 1.0 million tons of 
phosphate and 0.35 million tons of potas~~ up to 4,7 million tons (2.7 
mJ.llion tons of nitrogen, 1. 34millio11 to.l'lS of pho~hate and 0.67 million 
tons of potash).~ The Ind:l.a A.7..D. Mission maintains that the lower tar­
gets will not result in improving tndia's per capita intake of :f'ood gra.1ns 
and that the higher goals m.ist be achieved if India is to provide an im­
proved dietBJ.-y level for it11 population. 

To achieve even the lowest ,;arget will require the building of 
substantial number of expe1.1s!ve plants in the next several years as ferti­
lizer plants generall.y tsk~ about three yea.rs to complete. If' all of the 
present plans for improving the efficienc,J of plan~s and for new plant 
coll/Jtruction aze met 5 Ind1.a.1 s domestic production of fertilizers should 
reach about 2a4 million tone 'by 1970 .. 71 (l.5 million tons of nitrogen and 
700,000 tons of phosphate).-tHH!- Even if new plant production is Btepped up, 
substantial increases in hnports will also be required if India is to meet 
its fertilize consumption goal.s over the next five yea.rs. 

Etitimates of tJle culmulative foreign exchange coat of :?e:rtilizer 
imports required during the Fourth Plan period to enable :end.is.to meet 
ev·en its conservative c<>nsumptbn goals, assuming its domestic p:"."oduction 
reaches 2,4 million tona by- 197:l-Tl~ range as high as $1.3 billion in 
foreign excha.ngeo An el!timated ad<Utional $337 million in foreign exchange 
w-lll be needed dm.•ing this peri-::>d to finance the rock phosphate and sulphur 
imports required to support the presently targeted volume of !domestic com­
plex fertil:1 zer production~ 4:~HH< Providing foreign exchange in such m~ni tudes 

.;1 Present GOI F'ourthPlar. Targei<o:-" The GOI!ig Committee on Fertilizers 
has recommended raising th~ PJ.an target to 4.l million tons (2o4 million 
tons of nitrogen, :~.omillion tom 0£ phosphate and ~ 7 mill.ton tons of 
pota~. 

-lh'!- U.So A.I.D. Mission Fertillzer Proposal for ,.:1.1creased .CQtcultural .Pro­
duction, August, 196!~, p .. 26. 

~ Arthur ». Little Mnrket J'easibiHty s·~udy prepared fol" Armour & Co., 
pp., Z7, 34 and 35:- and the Cozundttee on Fertillzere, Table 7. The rated 
capacity of' pla.nt11 producii,g fert.111::.;ers during 1965-66 was 435,000 tona 
of nitrogen snd 256,000 to,la of phosphate and the projected cape.city of 
pl.a.r.rta ready for or under -:o:nstruction ~~ --=0011000 tons of nitrogen and 
150,000 tons of phospha·te. SRI, Prelim.wu-y Evaluation of ,:ertain Aspects 
of a ~ilassive n·ei•tilizer Pr,)g:rPm for India, Table 9-

•~ Co?mnittee on Fertilizers, 'fables 7 and 8. 

https://lh'!-U.So
https://mill:l.on
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6\::;; wel.l es the hard currencies required to construct additional plants will 
represent a substantial. drain on India's foreign exchange resources. As 
one consequence o-£ the :foreign exchange problem, the GOI hn.s been hesitant 
to approve new projects for the production o:f complex fertilizer. Thie ie 
pe.rticularly unfortunate in view of the present over-emphasis in India Os 
fertilizer program on S"~raight nitrogen fert1l1zer0. 

2. Inad?9'18:te Distribution System 

Indeed, 
Consumption is generaJ.ly thought to 

there is evidence of a. black market in 
be less than 

fert!lizera in 
demand at 

certain 
present. 

areas. 
However., while there is a scarcity of fertilizers tod9¥,increasing sales to 
the level of even the minimum target of 3.35 million ·t.ons by 1970-71 will 
require qu.sdrupling the present volume of fertilizer consu:cption. This can­
not be done l-dthout major reforms and innovations in India• s present sys·tem 
of marketing :f"ertilizei-s as ~rell as in its credit system, price control 
regulationa and program of promotion and cultivator education. tndia's 
preaent dietribution system and price control regulations were 1•t"ims.ril.y 
designed to make an equitable distribution of limited available supplies of 
fertilizer to all ueaa of the country at "fair" prices. Now the situation 
clearly calls for an intensified effort at promotion and sa.lesti.'u!J the GOI 
mus-I; change its policies to encourage such efforts by creating .; free market 
conditions under which individual initiative will flourish. 

At present, all nitrogenous fertil.1zers produced or imported into 
India are purchased from the mrum.facturers by the Ministry- of Food sad Agri­
culture's Central Nitrogen Pool which al.locates the available BUpply, distri­
buting most of it to the stateao 'l:he states, in turn, dist.ribu·~e the 
fe1-tilizer al.most excl.usively tm:-ougb ~ system of cooperative eociet1es. 
The estime.iies of the states' nitrogen requirements a.re genera.Uy mde up by 
sta:~e agricultural officials without the participation of the co .. ops or other 
distributorso 

In view of the mull mlmber of cultiva.tora -who ~elong to cooperat1vea­
re&>trict1ng t.be distribution of nitrogenous fertilizers to the co-ops has, per 
force, limited the sale of such fertilizers. While aome co-ops are well thoua}lt 
of, .the bulk are rege.rded as inefficient organizations, generally ata.ffed with 
p001•'.cy paid personnel who lack adequate technical training and information 
about fertU1zers and who are largely "order-takers" rather than aale:men. The 
profit ma.rgina permitted co-ops a.re also so restricted that the societies have 
limited economic incentive to expand their sa.les. 'l'hus the co-ops have generally 
done llttl.e, if' anything, to promote ·the saJ.e of fertilizor. ¥.oirt co-ops, how .. 
eve1·, ·face no competition having s. virtual or complete marketi~ monolopy in 
their a.rea.o 

The GOI'a Centra:l Nitrogen Pool has al.so made almost no effort of en::, 
kind to promote these.le end use of fertilizer although it has ear.aed considerab.le 
pro:f'i:te.. The GOI' s Committee on Fertilizer» has called for the al>olition of the 
pool "when conditions favorable for a competitive markel; are reachedn with nitrogen 
producers makjng their own marketing arrangements. 

https://considerab.le
https://these.le
https://p001�'.cy
https://genera.Uy
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.Mixed fertilizers a.re distributed outside the Pool system, primarily 
through private distribution channelso The separs:l;e marketing systems for 
nitrogenous and phosphoric fertilizers thus generally prevent the cultivator 
from going to a single source for all of his fertilizer needs. In addition, 
under the dual system of distribu·tton, private fert,ilizer mixers ue pre­
cluded from buying their nitrogenous fertilizer requirements at bu.lk whole• 
sale rates, thereby increasing the cost. to cultivators of mixed fertilizers. 

Efforts to expand the sale of fertilizers have also been ham~ered 
by inadequate government agricultural extension serv:1.cea. Most villase level 
extension workers have a wide variety of duties and thus limited time ·to devote 
to promoting the use of fertilizers a;:id are generally inadequately trained in 
the technical aspects of fertilizer use. A further impediment to effective 
distribution has been the arrival of fertilizer imports after the market1ng 
season due to delays by the 001 in placing orders. 

Accordingly, there 1s a need not merely to increase substantially 
lndia's supply of fertilizers but also to establish new and improved methodr 
of distribution, particularly private ones, to make certain that the increas~d 
supply actually gets on the ground. A.I.D. bas in~isted ·to foreign investor~ 
who have approached the Agency for financing for fertilizer projects that the 
output of such plants be marketed through private channels. We now understand 
the GOI bas agreed with several foreign investors to permit 7C11,of the nitrogen 
output of their proposed projects to be marketed through private channels. 

3. Price ~-0ntrol 

At the present time, the government, through one means or another, 
fixes the prices at the wholesale and retail levels for all fertilizers. The 
wholesale, or factory gate price, is fixed to permit a producer a specified 
return on the total capital employed befo:c-e twces and interest. In the cas~ of 
nitrogenous fertilizers, the rate of return permitted all manufacturers is1the 
same ao that the factory gate price paid to the most inefficient nitrogen pro­
ducer (the pu~lic sector plant at Sindri) determines the price at which nitrogen 
fertiiizer is, in turn, made available by the GOI Pool to distributors. Thus 
the Pool profits from the efficient nitrogen producers• efforts and not the con­
sumer. At the same time 1 in order to keep retail prices as low as possible., the 
government haa squeezed distributors' margins on all types of fertilizers to the 
point where distributors presently have too little incentive to expand sales. 

The system of price control is of special concern to potential foreign 
investors. Such investors are ext:reniely reluctant to eDga.ge in -~he leng't,hy 
negotiations inevitably required to reach agreement with the GOI on prices or 
even if such an agreement could be achieved quickly, to accept the risk that 
the pro:fi tabili ty of their investment will be adversely affected by being caug!rt 
between permanently fixed prices for products and unrestricted, rising costs 
of production. 

Studies indicate that the price of fertilizers in India, although 
apparently higher than the prices of comparable fert:aizers in developed 
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countrie0,* ia not a present barrier to expanding substantially the sa.le of 
fertilizers. There is present!¥ an ample margin betueen the added cost to 
the cul.tivator of purchasing fertilizers and the add5:tional profit which the 
cmltivat;or l-rlll ea1.·n from empl.oyin.g fertilizer, to induce cultivators to 
pu,rch~a~ fertilizers. At some point when fertillzern a.re more widely in use 
than they 8.l"e toda¥, a. price reduc·tion m,w be required to f\n-ther expand their 
use. Should such a reduction becoma necessary, or should the government wiBh 
to reduce the COS't of fertilizers for other reasona; a SW)sidy program, such 
as ·l;ha.t used in Pakistan, would be core app1•opriate than a system of price 
cont.rolo We understand that the GO! has 1n.d1cated to several private foreign 
investoi'ii a n:tl.Ungness to eliminate price controliJ by about 1968. 

4. Inadequate cre~t ,8l{stan 

The bulk of the credit made available todSiV to cultivators to purchase 
fertillz~rs comes from two pr~cipal :.ro-urces: 1:he v1:µn.ge money lender who 
charges exh1\rbitant rates and c,:iopere.ti•re credi·t aocietieu~ The cooperates 
meet oD.ly a small. psrt of cultivatorf: 1 needs for credit, providing only an 
est~ed ':Pl,oT the loB.11¥, made to cultivators to purchase fertilizer. Theiae 
societies are regarded a.aJffeH'.tcient, Silbject tc. ·-,-:n:.t.!{!.t ra.vo2.~tism e.nd 
burdened 171th cumbersome and in:ldequate p1~ocedurea fL.1; cooperatives have 
ap:paren:tJ.¥ been particularly 1n~ff'ect1ve in meeting needs for credit on the . 
part of l5!Ilall cultivators end t-~nant cultivators who ba.ve difficul.ty in pledging 
land or asnets other than crops as sec-urity. Although the cooperatives receive 
a.t lea.at haJ.,:i' their t'U!.~ 1'rom ·;;he Rese1'Ve Bank of Indie., the Bo.Ilk exercises 
ve-ry llttl.e control over the op<:ratlons of the ooc1et1ea. 

Apart from the co-ops there is i::.o Indian institution wb.ich provides 
agricultural credit on any- s:lzenble scale. Private f~1·tilizer distributors 
have difficulty in providing credit to cul.ti,re.tor2 as they do not, unlike the 
co-ops, have a.ceees to government sponsored lines of agricultural. credit, but 
mu.st depend on the commercial bnnks ·!;o provide ~nanc1nga The commercial. banks 
charge a higher ra-te o'f' interest than the co,-ops pey- ·to th~ Ro;erve BA."1fand 
for several years now such banku have had limited funds to lendo ~ ~· 1.r\.'1:nt, the 
limited profit margins al.lowed private dis·tributors make it difficu.J.1. 1or 'them 
to advance credito 

A stuey by Vauderbilt Univfrsity reported 'lihat the price per kg" of nitro• 
gen.ous and phosphatic fertillzex-a was, respectively:, $37.00 and $26 .. oo 1n 
India as e.gainst $24070 Mc. $21.90 in Japan, 8.!ld $26.90 and $19-70 in the 
United !3te.tes. Presumal>l:y ·the price comparisons ~ere made at the official. 
rate of exchange :':'r11·the Rupee and thus overstate the smount by which Indian 
prices exceed those in Japan and the United States. 

https://difficul.ty
https://v1:�n.ge
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substantial reforms in the area of agricultural credit a.re thus 
required to finance the expansion in fertilizer consumption. cal.led for by 
the Fourth Plano Foreign firms, in particular, will be wuy of investing 
in a fertilizer pl.ant whose output is to be marke-',edthrough I)l'i vate dis­
tributors (as it must be if diatri'but!on is to be effective) unless such 
distributors are assured that the1~e is ou:fficient credit available to 
finance their sales programs. 

5. Special Obstacles Confrontip,g ForeiGJl Investors 

'fhe production and distribution of' fertilizer in India is an area 
in which foreign firms, partim\l.arly American comp~Jlies, could p~ a major 
1·ole- All of the problems discussed above are of very great concern to those 
foreign firms which are interested 1n inveeting in fertilizer projects in 
India. Inde<!d, it is unlikely tha:ti arr:, of ·the privately sponaol'ed ventures 
now proposed will go forward. until the government makes substantial. progress 
in ove1~coming such problems. In addi·Uon 11 however, there a.re a. number of 
othel' fac-t;ors which tend to inhibit private foreign investment in fertili::.:--r 
projects. One is inherent in the fact th&.t India's s·tate governments pley a 
very strong and independent role in agriculture. Thus foreign investors must 
be concerned with reaching and maintaining appropriate understapding~ with 
both a. national and state government. The problems that can arise :f'.romthis 
dual system of authority a.re illustrated by the experience of the first 
foreign sponsored private fertilizer project, Coromandel {promoted by two 
U.S. companies) the progress of' which has been impeded by the State of Andra 
P:r.adesh's interference·1vith the market development program approved for the 
project b~ the Center Govermnent, and the State's and other local. authorities' 
failure, to date, to meet time schedulelil for the construction of various 
ancillary facilitiea required for the plant 0 s operation.. . 

At the same ·l;iine, e. number of actions, or :failures to a.ct, on the 
part of' the Center Government have troubled foreign il)Vestors, such as the 
necessity of proposed investors negotiating with at least three different 
Ministries to gain. approval of a proposed fertilizer project, deleys.a.nd 
procrastine:'uion i...~.granting basic project licenses, import licenses and.other 
necess&.ey' government approvals, appl.ying increases in duties on the impor'i. 
of' capital equ.ipmen·i;to proj_ects nhich the government approved, and for 'Which 
aJ.l financing ~ra.s arranged, prior to the duty increase., the lack of assurance 
to potential investors with respect to the availability of the foreign ex­
c.bange necessary to import the fertilizer required to develop·a market in 
a.dvance of production, or the raw ma.terial.s necessary to manufacture complex 
fertilizers~ and reluctance to permit majority foreign ownerllhip of.projects. 
The Center Government• s own apparent uncertain·l;y concerning its future agri­
evJ.turaJ. pdlicies is another problem for potentia.l foreign inves~ors. 

Of' course, m~ of thene probl.ems stem from India's scarcity of· 
f'oreign exchange resources; most of them are by no means unique to·tQre~e;n 
investment in fertilizer projectst some of the foreign investors' concerns 
are unf'ounded, and some of their demands are UIU'easonabl.e. Nevertbe1ess, . 
India needs the help of foreign capital and know-how, 

https://necess&.ey
https://deleys.a.nd
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particularly' in the production and marketing of fertilizer, and she should 
teke special steps, a number of which a.re outlined in the be.sic m~orandum, 
to obtain such assistance. 

NESA/CDF:PBFirstenberg:arr:l0/15/65 
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DEPARTMEN1 OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

November 22, 1965 

Mr. Robert Komer, The White House 

Bob: 

Attached is a copy of our fertilizer loan 
paper, which Bill G. tells me you would like to 
have. It does not yet have Dave Bell's approval. 
Dave, Bill G. and I think the matter should rest 
until the Secretary of Agriculture returns from 
his talks with Subramaniam. At that point, we 
can take another look at the overall situation. 

William B. Macomber, Jr. 

CONF;i:;Q~W'Fh!(L 

DECLASSlFIBD 

AuthorttyAc0 .;,,;,J,Qwl•1'~ 
NOV 2 3 ., R,•f--· NARA,Datc5·~0 



DECLASSIFtEO DRAFTED: Nov. 17, 1965
E.O. 13292, ~.le. S,4 

, _Sy~ NARA. Date¼aQ~ INITIALED: Nov. 17, 1965 

/1_ J,
ACTION MEMORANDUM FOR THE ADMINJSTBATOR 

¼ 

/(O ~ 

TEIROUG!i: EXSEC C\ V 
FROM: William B. Maeombel', Jr •• AA/NESA y 
SUBJECT: Fertilizer Loan to India; S'teel Loan to Pakistan 

l. Attached at Tab A is a memorandum to Acting Secretary Ball 
recomme.12ding that he send a memorandum to the President, Tab B, 
seeking approval of the ahove two loans witn, in each case, the re­
quirement that there be matching imports financed from the countey!S 
own exchange. Secretary Freeman has aueed to the proposed fertilizer 
loan. NEA suppprts both loans. 

2. You raised the question ot super-tying, that is requiring 
India and Pakistan to spend their matching amounts in the U. S. _ Tae 
facts and probable impact of super-tying in the two eases are as follows: 

a. F'~rtilizer. India has planned to purchase $63 tnillion of 
fertilizer in the U. s.,mostly fertilizer types of whicb the U. S. 
1s a net exporter and which are therefore eligible for direct 
financing. Some of the $68 milli&n was to finance ttlree way 
barter transactions to take care of urea imports, since the 
U. s. is a net importer of urea. Super-tying up to that $68 million 
paint is not _llkel;y to be objectionable. 

The $35. 6 million balance was allocated to: (1) urea beyend 
the amounts covered by feasible barter arrang~ments. (2) 
ammonium <d:ioride and ammonium nitrate._ witl-1 respect to 
both of which the U. s. is a substantial net importer and likely 
to-continue to be such, and (3) ammonium phosphates whic.h are 
sold from the U. S. only by a Webb-Pomerene Association. 
India has already purchased tb.e urea. Super-tying covering 
axnn1onium nitrate and ammenium. chloride would have no effect 
on our balance of payments aioce any exports to India \11ould 
simply be matched by additional u. s. imports. The Justice 
Department has Wormally advised us that a requirement that 
India buy ammonium phosphate only from. the U. s. would raise 
the same antitrust proble!I1$ as does AID direct financing of 
arnmouium phosphate on a tied basis. C:,JUF 
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Whlle Germany and Japan do not permit tlteil" concessional 
loan& to be used to .finance fertilizer and therefore may be 
said ta use their aid to foster exports mQre ag~res&ively t!uiu 
we do. no ceuntry as yet b.as explicitly auper--tied its aid. 
Germany and Japan ,\"ould certainly resent $Uper-tying as too 
vii:orcus effort to divert trade from their exporters. Such 
resentment cwld Jurlher dam.age our already fragile con­
sortium. relationships. 

We recom.mencl that India be permit1ed to purcbase tile 
,$35. 6 million balance of its fertilizer needs trom non-U. s. 
sources. NEA and E stroz:agly concur io this recomnlendatioa. 

b. Iron and §teel. 'l'he types of iron aud steel. products which 
Pakistan would im1>ort from the U. s. if super•tying were 
directed range from 5% to 40%,higher in g.rice than comparable 
prod~ts from other sources. Pakistan bas been importing 
practically all of its iron and steel requirements from the U. s. 
for tile past several yes.rs - running at an annual rate of about 
i100 million dollar@· .. so the internal Pakistan market is already 
attuned to U. s. iron and ateel price levels plu.&tranaportatiou., 
duty and sur--charge. Accordingly·, there would be no economic 
disl~ation 1Yithin Pakistan if a super-tying policy were ordered. 

The U. s. is not a t\et importer of iron and steel and 
Pakistan bas not placed orders fer the extra $25 miUion wortll 
of iron and steel as yet; nevertheless, super-tying iil the iron 
and steel lean would certain.13 arouse. resentment ft-cun European 
countries end Japan and might create a precedent for trade 
restricUone ultimately more dama!:ling to the U. s. than arJ3 
possible short•raage balance of payments benefits from this 
super•tytrig._;. In addition thla super-tying in Pakistan.. with the 
pricing spread being what it is., could back•fi:re politically at 
this delicate time in U. S. --Pakistani relationa. \li·e, therefore, 
recommend that there be no supe.r-tying requirements in 
connection with the Pakistan. loan, btlt we could instru,ct our 
.mis&i'Cn to encourage Patietau officials to treat till Pakistani 
purchasers alike by making the tJ. s. the sole source for certain 
baaic iron arui steel couunodities. 

https://certain.13


3.. Receramen_dation: 

1 recommenc:i againBt &uper-tying and recommend that ,you. 
agree to the propoaed memorandum. to the President. My reasons tor 
reschlnij these recommendations are: 

a. The latiian fOQd. picture looks grim. aad the feriillaer 
will aelp, 

b. The provision of a loan to eaeh will help tke 
constructive elemeats iD th.e two gGVermn.ents. and 

c. &lp.er•tyin.gis likely to be counterproductive of the 
essentially political aim of the two-loans. 

d. We can get an extra $13 .milliea of fertilizer ordera 
witllout incurring the onus of fermal super-tying. 

Approved: __________ _ 

Date: ___________ _ 

A'l'TACHl'-AE!-f'i' 



.V.IENlOF.A.NDUl\il FOR: Tue tl(j.no:rable Geo1·ge W. Ball 
Acting Secretary of State 
Department of State 

SUBJEc·r: Fertilizer Loan to India; ~tcel L"an to Pakistan 

Attached is a draft memoranduui to th.e President 
1·ecommendiog (a) a $50 million loan to India to finance fcr-tilizer­
purcllases in tbe U. S. on condiiion that India immediately pur·cuase 
an additional $48. G million of fertilizei' with its own ioreign exchaoge 
and (b) a commensurate $25 million loan to Pakistan to finance h-on 
and steel purchases in the U. S. fo1--civilian pu~posos on condition 
that Pakistan purchase au additional $25 million of similar iron 
and steel products- with its own foreign exchange. Secretary Freeman 
has a.greed to the proposed fertilizer loan. NEA supports both loans. 

We hav~ considered requiring India. and Pakistan to rnak~ 
tneix- matching pu.rchases in the U. S., but we have decided against 
au~h a :cequirenumt in this case. Any sucn supiirr-ty.lng of our aid 
would be deeply resented by our consortium partners, particularly 
GeI•many and Japan, aJld could be counterproductive ln India and 
Pakistan to the politic.al benefits we hope 'to reap from the two loans. 
India will purchase ov<!lr $13 million of its s~lf-financed fertilizer 
procurenient in I.he U. S. without any super-tying 1·equirement. 
The U. s. is a net importer of most of me remainil:1g $35. 6 m.illion 
of fertilizer products India needs. Requir1ug India. to satisfy those 
needs by purchases in the U. S. would not uelp our balance of 
payments since we would ua.ve to import llk~ amounts to replace 
t,1e !ertili'Zer sold to India. 

C.OVP 3 
Dovmgr::i.jed n.t 12 year 
i nt.:e-c-vals; not 
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I recommend that you send the proposed memorandum 
to the President. The Indian food picture looks grim, and the 
fertilizer will help. The provision of a loan to each will help 
the constructive elements in the two gove1·nments. At tb.e same 
time., we will not be giving-up our major economic leverage with 
respect to either India. or Pakistan. 

David E. .Bell 

ATTACHMENT 

WGFarr / st:bp:AA/NESA:11/17 / 65 

Clearance: WBMacomber AA/NESAI 



MEMORANDUM lt..,OR THE PRESIDENT 

SUBJTtCT: :Jle.rUlizer Aid to India; Steel Loan to Pakistan 

Recommendation: 

"fbat you aut11orlze (a.) an A. I. O. loan of $60 millloa fo1· India 
for import of terlilizer, pt·ovided that India promptly impo1·ts with ome1~ 
funds at least $48. -6million additional ferUlizer; and (b) an A. I. D. loan 
o! $25 .mUlion for Pakistan for iuipo1·t of iron and atee~ p-rovided that 
Pakistan pl'omptly imports whu other funds a.t least $25 million additional 
iron and steel. 

A.ppt·ove____ _ Disapprove.____ _ 

David B<.~llJoins me ia tbe above recmrunendatiou. Secretary 
Freeman concurs in that pa.1·1-of the reconunendation relatin~ to torUli12;er 
for India. Subject to your concurrence~ we will consult with Congressional 
loaders before p1•oceeding. 

Tho Ria.tionale: 

'l'ne acgu.rneuts against any t:iew loan to India at this time are 
cogent.. Ti"le reasons for the proposal would not bt! sufficient. in my 
judgment, to outweigh the disadvantages except tor the fact that 

- action does not irrevocal>ly commit us to a course; 
it leaves us many pressure points for later uee, wuile 

- failure to act will bave an irreversible affe·ot on Iudia •a 
food p1·oduction next ye.ar, and probably will .have an 
adverse effect. beyond neltt year, 

- a fcrtilb:er loan would directly sup,poi·t our p.ressu1·e 
on Iudia to grow more food, and wider-line tlla eeonom.ic 
intent. of our mou·th-by-n1onth policy on PL 4ao, 

- a $50 million loan is likely to result in. more than $68 
million procurement of fex·tilize1· from the U.S. dtitr.1ng 
t1,.us last quarter of 1085, tbus benditing ou1•balance of 
payments situation. 

DECLA!=:SlFIED GROUP 3 
E.O. 13292, Sec. 3.4 Downgr2.ded at 12 year

State Dept. Guidelines~ intervals; not 
By~, NARA, Date "3-..::.:...::{ automatically declas51ti~i 
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I have also concluded that, if the loan is made to India, 
it would be essential that we take some commensu1·ate action l'egarding 
Pakistan. Tl:1e most appropriate such action would be the provision 
of a $25 million loan for import of iron and steel from tile U.S., lor 
civilian use, with U1eunderstanding that Pakistan would import a like 
amount using its own foreign exchange. These imports would help 
sustain at least a minimum level of industrial p1~oduction and cmplpyment. 

Backg1·ound: 

India must buy and ship by December any im1>orted !e1·tilizer 
which it wishes to have in the hands of Indian farmers for next year's 
major crop, planting for wbich begins in May. Largely as a :l:'esult • 
or prodding by the U. S. ~ Indian f ertiUzor imports increased sharply 
from about 225,000 tons equivalent of nitrogen for 1964 to about 350,000 
tons for 1965. With some increase in internal production, the import 
of a further 350,, 000 tons fox• tile next c1·op year would provide for 
increased total supplies. 

India had planned to iioa.nce about tW1C;>-thlx·dsor the next 
350,000 tons under an A.I. D. loan. Ttleir financing plan for fertilizer 
imports totalled $98. 6 million of which they anticipated A.I. D. loan 
financing of $68 million, leaving $35. 6 million to be .financed from 
their- own foreign exchange to p1.1rcbas·e!ert1lize1· products not appropriate 
for A. I. D. financing because the O. S. is a net importer or !or other 
reasons. 

The Gove1·nment of India has indicated that in Us present 
Ugbt sitaation it cannot reallocate its own excnange to finance all or 
even part of the fertilizer imports tbat they had planned to assign to 
the A. I. D. loan.. It this position holds, fertili~cr .imports would drop 
to less than otte-third of last year,· and total fertilizer supply to farme1·s 
would go down uot up. Iudian foreign exchange reserves are low. 'l'he 
latest. reports ab.ow rescrv-es at about $610 million or only $90 million 
above the statuto:ry mipinium required as backing for ll'ldian currency. 

Pros and Cons: 

- Provision of aubstantial economic aid prior to a firm 
cease-fire and withdrawal, let alone prior to the beginning of political 
talks, could weaken our pressure on Indio. to move in a favorable direction. 

c~ 
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- The loan to India would nave to be accompanied by a 
similar, smaller loat'l for Pakistan or else we run a severe risk of 
strengthening tha position of extnemists in the Government of Pakistan. 

- Although India's foreign exchange reserves are lower than 
desirable, (approximately enough to cover foui· months of imports under 
normal circumstances) they are over ·$500 million and are expected to 
rise in the next several months. Pakistan has allowed its reserves to 
fall below the statutory minimum as an emergency step; India could 
dip into its l'eserves to purcr-iase fertilizer. 

- We are not able to judge India's c.urre11t balance of 
paytnents and import picture with any accuracy because of the fluid 
situation.. India probably will nave over a billion dollars of its own 
earnings in various foreign currencies for the financing of imports 
in the eoo:1ing year .. after debt service. Undoubtedly India will use 
some of tnese funds for imports which we would consider to be a less 
priority th.an fertilize1·. Increased imports of military equipment and 
of machinery and raw materials for .military production in India are 
certain, and U. S. financing of fe:rtilizer indirectly helps sustain them. 

- A decline in fertilizer availability will accentuate India's 
food problems. The proposed $50 million of fertilizer could yield • 
ove1~1,500,000 tons of .foodgrains. Ir the fertilizer is not pl'ovided, 
the U. S. will be called on to provide the foodgrains instead. • Ir we 
should respond favorably, the .foodg.rains would cost about. twice as 
much. as fae .fe:r-tilizer. 

- Altb.ough a good deal remains to be done. India nas taken 
steps toward tackling its food problei:ll, Positive elements inclllde: 

- Improved prospects for three new private.fertilizer 
plants whicll, with one now under construction, 
would up India's production 80 per cent. 

- Identification of new hign yielding seeds which 
India is importing in increasing amounts and is 
vigorously multiplying. 

- Inauguration of price incentives for producers 
of wheat, rice, corn and sorghums. 

- FoI'ceful public statements by Shastri and otller 
leaders of the need to strive for food self­
su.Cficiency. 

CdN.f tt,..ZM-nAJ....... 
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- A hiatus in fertilizer supply would interrupt this momentum 
towa1·d agricultural improvement. This ·would be unde§.ia!iiaq],~;;. It 
would also hurt Subramaniam, 1\1.inister of Food and Agriculture, who 
is emerging as the m.ost able and most pro-American of the Shastri 
mhusters. Subramaniam has recently stated publicly that tJ. s. and 
Indian interests coincide in i:ncrea.sing Indian output. 

- The provisions of $50 million -would constUute but a higbly 
limited and selective relaxation of olJr economic·aid position. The 
United States provided $265 rnilllon of commodity aid in the last Indian 
fiscal year, and the Indians had been hoping for at least as much this 
year. The proposed loan would not relieve significantly the pressure 
on India's foreign exchange~ particularly because of the proposed 
requirement tbat India match the U. S. financing. 

- In the ease of botb. India and Pakistanp the requirement 
that the U. S. loan amount be matah.ed would act to cut down toe use of 
their own resources to finance military imports. 

George W. Ball 

WGFarr:bp:AA/NESA:11/17 / 65 

https://matah.ed


r\ 

\. t 
~November 18, 1965 

I 

RWK: 

Farr says he'll get to us by the weekend 
an Indian food recommendation for another 
500,000 tons. Frankly, since he hasn't yet 
cleared USDA or State with it, I wonder 
whether he isn't promising more than the 
bureaucracy will turn out. But I've asked 
Carol Laise to speed it out of State. I'll 
call again in the morning. 

While the amount is the same as last 
month's, Farr hopes to increase it in effect 
by getting the agreement out sooner, thereby 
shortening the period it has to cover. He'd 
also propose going for the next one in three 
weeks. , This is one Y{ay~f egiI)._IJ.jtl.Qto build

(~;} -- A.JP ~ ......,__ 1' Gl!.;,f'(-1,.~~. 
against the expected crisi~'" "~, 4'..2.,...:i:..~.i1 
~ T1v..u ~ ,w,7 lt,<.4t...~te.k 1"2-<~el.•~. 4-,:r 

-·:12..., ~ t ~ ,......~"\ 

IJ ~~ i :'-&().__""-1- ~-
1o-i:. tro-u ~ I I . 

-~·~P. HHS~l:;t: 
tu-., ~.1.. -v, G{}C) CDf.; 
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AGEl\..'.:Y FOR ,.,ffER. 'ATIONAL Di::VELOPMENR£,.. ~ 2, 
WASHINGTON, o.c. 20523 '1cf,[0Rc;r ..,[ \/~ r- ......,~, ·s OF 

DH IA~::,1rir,n
OFFICE OF 

THE ADMINISTRATOR 
Anmorrty.JJ.~~--l.---­

R"-f-· NA.fl.A,Dar~¼:?J>tj 
U8MORANDUM ':'he Honorable W. BallFOR: George 

Acting Secretary i ./ 
Department of State r\ Y 

SUBJEC': Prospective Food Cr~sis in India ~ 

We tave a.; AID/Department of Agriculture/NEA. task force work­
ing on this problem to collec't all available facts, describe al'ternat~ve 
courses of action a..~d reco:!:llillend action and contingency plans. 

The crop reports do not look good and sugges~ that produ.ction 
may be th=ee to six million tons down f'rom.. last year. Estimates do t:.o.: 
sugges·c. that production would fall as low as that of two yea:rs a.go in 
absolute terms, but, considerin$ the 20-24 million population increase 
in the t-,ro year interim, tnere rt..ay be a per capita decline. You recall 
'the food riots resulting from ~he crop of two years ago and tie strains 
vhese riots imposed on tne Indian government. 

The crop reports ma;ynot be much more precise for some week3, 
ceca.use the harvest is i!Il.derway and because December rains are critical 
to the spring crop. Thus, one of the problems we have to face is th.av, 
while: the reliability of crop estima'tes increases with time, th.e chance 
of shipping larger tonnage before the crisis, if one occurs, decreases 
with time. 

Our tentative review of field reports, and consultation with~ 
Department of Agriculture officer recently returned from India, leads -co 
a probable grain import requirement ror India for the next year of 10 
:mill::..on tons. Only about one million tons of this could be su:ppliea. from 
non-U.S. sources. In the recent past grain imports have been flowing at 
an annual rate of about seven million tons ( of which about six millio:r_ '.:a.a. 
been from the U.S.). 

We are also exploring the logistical problems in.valved if im:por-cs 
of lO mil.lion tons were required. The Indian port bottleneck is the 
tightest co~;traint, with an apparent maxi.nrum. annual capaci~y of 8.5 
million tor.s of grain. Department of Commerce experts looked in.to the grain 
:1and.ling limitations of Indias.s ports at our req_u.est last yee.:r. They are 
again reviewing their findings to come up with recomm.endations to increase 
port capacity. 

.tflf-r-
:.~~;;:.c·---~5.!JdC\t 3 ~rear David E. Bell 
.:.ntc:_.-.,als,; declassified 
__~t ... :.· 12 ye::..rs 
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• Mr. Komer: 

As requested - - the final version 
it went out. 

' 
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Wedneaday 
November 17, 1965 ., 

11:15 a.m. 

MEMORANDUM FOR THE PaESIDENT 

l. I a poke to Orville Freeman thia mornin& about ietting the Indian 
Agricultural Miniater, Subramaniam, over here. Orville la goini to 
an international agricultural meeting in Rome thi• week, and will be 
seeing Subramaniam there. He haa undertaken to explore the matter 

,I' 
\fully. and he •trongly support• the ba•ic: ldea of the Subramaniam vlelt. , 

2. Orville pointed out that Subrilmaniam might find it difficult: to come 
if there were uo prospect that he could reac!h 4'o.y understanding on help 
for Indian agriculture •• bec:auae !or him to go horr.e empty-handed -• 
as a well-known friend of the United States •• might be politically tough. 
1 told Orville that you were not ready to give any blank check.a on thia, 
and that I thought he should make hi• own estimate in the light of all 
the evidence aa to whether it was likely that Subramauiam'• visit .....ould 
lay a base for a hard-boiled recommendation. that limited interim 
asalstanc:e be given in auc:h a matter aa, for ex.ample, for fertilizer. 

3. Orville and I agreed that your owu freedom of action. lhould be pro• 
tected, but I pointed out that you had repeatedly empha•b:ed in the laat 
week that you were lookini to the Department of Agriculture for 
determined efforts to ir,ake sure that every eingle action o! the United 
States in the food aid field was effectively related to agricultul"al •elf­
help by the receiving country. 1 said that I thought that since this waa 
your postllou. you would be prepared to i:ive due weight to a really 
well-considered and carefully limited recommendation ,rowing out of a 
Subramaniam visit -- if it had the aignature of the Secretary of .::;tate 
for policy. tho Secretary of Agriculture for food, the Secretary of the 
Treasury for dollar drain. and the Director• of AID and the Budget from 
their poiuts of viow. 1 said that the loan• iu 4v.eatio11 had RO balauce­
of-paymenta imi)Ort that l could •••• eo that 1 thought Freem&R himaelf 
waa tbe key figure. 

4. On thia basi•• Freeman undertook to have a hard talk wUh 
Subr.;tmaniam la Rome and make a judgmezit ou the vialt at that time. 
W • agree'1 to nport W• plaA to you ill ca.e y°'1 bad any objectiou to lt. 

l>P-Al.ASSIFffiD 
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5. I have since lk.ed to· Komer about my convt.. ~ation with Freema11, 
and he believes tnat Subramaniam can fairly eaally come he~e for a 
npt •nning' visit without taking any commitmenta home with him. if 
it ee-ms better to you when the time comes t.o play it that way. 
Moreover. Komer thinks that in the light of the very bad ludian harveat. 

Ii; .._ .. ,tr ight food ahlpmente may turn out to be more important right now~ 
both to· the Indian nd to us• than fertilizer. 5o I have aareed &i&ia. 
with Freeman that he ehould be sure to give absolutely no asauraace 
th ta visit here would lead to a specific ri~e for Subramaniam. 

6. Meanwhile, a cable is going to Bowtea telling him to explain 
politely to Shastri that whi\e you 'WOuldlike to receive him at any time, 

quite und . st ud that he cannot come in December. the date• pro• 
po ed in the fir t weeks of January are difficult for the rea.aona you 
stated· to me yesterday •. Bowlea is requested to auggeat to the Indian• 
that Shastri . propoae himself for any- date· that la convenieut to him after 
January 20. 

. . 
7. We are lao goinJ forward to make. aure that Ayub know• he will 
be welcome 011 a.greed. date• ill D·eeember •• if indeed .Ile atill waDt• t.o 
come then. 

,_· ·, 
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IlIDIA: Agriculture Production, P.L. 480, Population-~\ 1957-1965 

1956/57y
.Agriculture Production 72.3 

(000 Metric tons}
El 

P.L. 480 Total 2.0 

Population 
(Millions} 4o6 

Indices 1956/57 ~ 100 

Agriculture Prod 100 

P.L. 480 100 

Population 106 

y Source: USDA 
~ Source: MR/FFP and USDA 

DOAmmons:fej:NESA/SA 11/5/65 

1957/58 

66.5 

1.9 

414 

93 

97 

102 

1958/59 

78.7 

3.6 

423 

110 

181 

lo4 

1959/60 

76.6 

3.5 

433 

107 

175 

106 

1960/61 

80.9 

3.8 

444 

112 

189 

109 

1961/62 

81.0 

2.3 

454 

113 

114 

1.11 

1962/63 

78.5 

3.9 

466 

108 

194 

115 

1963/64 

79.4 

4.9 

477 

109 

244 

117 

-\ \,, 

1964/65 

87.0 

6.6 

489 

121 

327 

120 
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EUR i 1. tiPPRECifl.TE Btir;~G~OU"JD .MESS~.GE SXPI...AlNI~G DELAY INIO 1.·E ST ASL I S}.{PJG LONG ER-TERM Pl.480 AGREEMENT•. WE HAVE BEE~· DOING OUR 
p .'1.ITMo'ST TO PERSUADE INDIANS THAT OUR RELUCTANCE TO NEGOTIATE 
USIA SUGH A~ AGREEMENT AT THIS TIME DOES NOT REPRESENT AN £FF.ORT TO 
NSC BR ING POL TT IGAL • PRESSURES TO l3EAR: ON IND IA-, AND YOU CAN COUNT 

ON OUR CONTPJUED 'EFFOqTs. INR 
CIA - ' 

2. I •~OULD BE LSSS THA\J CANO ID,. HOWEVER, IF I DID NOT POINT' OUT 
N$A THAT KNOWLEDGEABLE IN!)IA~S 00 NOT FIND THIS LINE OF ARGUMENT • 
IGA 
AID 
STR , PAGE rwo R USBAE 305A c o· N F. 1 b t N I r A L • . -· 
E_ PERSUASIVE., A~ THAT I WE OURSELVES AfE -~RPL~XED BY IT, FOR THE 
AGR 1. FOLLOMJ\IG q£ASONS:. •. - • i ·, • • ·• , • · 
COM 1 

TRSY • t,.· •• FOR \HE LAST Tt~I) S~~-6t-~' .ft-_~RS ;HI~ :~~I HA'S -BEEN .EMPH~SING THAT. 
, I NCR EASED AGR !CULTURE OUT PU'r. IS l UiD!IA '·? .. PRIMARY NEED. OUR EFFORTS

FFP INCLUDED A MAJ0P. FERTILIZER 'ANALYSIS ·A~ P.ROPOSAL IN JANUARY 
; 19.64 WHICH '-'!AS FOLL0 1.•.IED BY OUR INVITATIO~} TO ·SECRETARY·. FREEMAN 

RSR TO VISIT INDIAN IN APRIL 1964. SUBRAtf~!\lIAM'S APPOBlTME.NT AS FOOD.·-
MIN I STER SHORTLY THEREAFTER REFLECtED GROWING CON\l !CTI ON OF GO!.- • 
THAT' AGRr'CUL T.URE DESERVEO TOP. .;'PRIORITYi 

' --·-----

B.- SINCE'THEN THE INDIANS HIWE TAKEN"NUMBER OF VIGOROUS .STEPS, •. , 
MA~Y OF' THEM AT OUR SPECIFIC URGING, TO EXPAND AGRICULTURAL 
PQ01)UCTION,. PARTICULA~LY IN FOOD GRAINS OUTPUT WHICH IN 

'LA~T FISCAL. YEAR .ROSE 10 PERCENT ABOVE PR:EVIOUS ALL-TIME HIGH.·· 1 

THESE STEPS INCLU9ED,THE FOLLOWING: 

•. ( 1) O.N N0V~M8ER 1,. 19 64, W !TH SPECIF IC HELP FROM US DE"PT. 
AGR·I CULT IRAL TEAM GOI I~-ST ITUTED PR ICE SUPPORT PROGRAM F·OR WHEAT, 
P.ICE, COR~l ·.At-Jl) SORBHUMS TO PROVIDE PlCREASED' INCENTIVES FOR 

. PRODUCT IQN. 

COIH?ffi!Mb\t 

https://APPOBlTME.NT
https://tiPPRECifl.TE


•• 
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1 • w HILE 'so·PPOFh s-~ER·E~:s4~½tl~~f.\~o\~S·~-·-WHfi.'T • -:\:E~EL THAN WE :uRGED / 
1 I THEY AREALL '.A~Oy~ !HOSE oF·,usfQR. SAME COMMODITIES. SUPPORT . 

~ PRICES ON WHEAT'. WERE ?EGGE!): 1AT· ~2 PERCENT ,AB~E HIGHEST PREVIOUS· 
'LEVELS. PRICES FOR HICE WERE. SET_.JUST ABOV~ THE RECENTLY ' 

!~CREASED AVER~GE•'MARKET F?Rit~E.L.E:VELlOF LAST THREE SEASONS• 
·, A NO SXONUtOAmt.Y:iHICol HER T-.HA :AN.Y."SUPPORT' PR IC!S PRtV IOUSJ..,Y·. 
} C:~F!~_tlS~~~?-I:~~~-: T.HESE KE:~. :. ·9=~~.dp~!'.IES· •• •• • • -:· .•. . . •••. 

..• .:.·_ ·.·'I ~· • - ~ ,: ' • • \ : • j • • ' : ' • ·, . ' , •• :_;- , .t ·.• ~:~~ ... . ' . J. I, I • ' ', • 
i ., .=• • • • •. . . t .. ,. ·~. 

~-.. PA~.E·THREE·~~SBAE 3.05A t! 0 !~ F~·i. -~-·E.·M·.~--y·A'.i.•: ,·... ·:·. ·. •\·,;~~<. 
'·c2·) "LAST JANUARY AT. OiJR SUGGESTION AND WITH OUR HELP GO! • : ' • .• 

ESTABLISHED' A"1 • AUTO~OMOUS F"OOD GR~.! N CORPORA! ION ·To IMPLEMENT 
PRICE SUPPO~T. ~OGRAM, .PROVIDE· MORE STORAGE, AND MOBLIZI! "AND . 

'DISTRIBIJTE AGRICULTURAL COMMODITIES- -r.v·. PAI, THE''ABLE. .. : 
I f\JOIAN BUSINESSMAN WHO SUBRAMANIAM ''APPOINTED· HEADt THIS CORPORA-· 
T JON,· ,ti,Gt?~EQ.. IMME·DtATEL Y TO GO TO _US FOR" 'J'.HREE MONT.HS TO STUDY 
ODR C~C· AND MARKETING TECHNIQUES. SINCE HIS RETURN HE HAS £EEN 
MAKING· SI'E°ADY. ·PllO_GRESS IN THE OR!)ERL Y DISTRIBUTION OF. DOMESTIC·, 
A ND IMPORTED GRAIN WITH CONTINUING GUIDANCE PROVIDED BY· USDA EXPERTS.. ' . . . .. 

(3) ·rN R~SPO~SE TO OUR URGING GO! HAS ALSO AGREED TO GIVE MUCH • 
HIGHER ·PRIORITY TO FERTILIZER. ITS CURRENT GOAL FOR DOMESTIC • , 

-PRODUCTION IS··A MI~IMUM 2.4 MILLION .TONS· OF NITR.OGEN BY 1970-71.,. !·. \ ' \ . • ~ . 

• " ~\ I 

.. ~CTUAL INSTALLED. FERTILIZER CAPACITY HAS RISEN.FROM '2so,ooo • 
·roNs IN· 1963 TO 450,ooo.·wtTff" PL'Al\JTS NOW UNDER CONSTRUCTION ·qt· 
.-INSTALLED CAPACITY) 14ILL RISt--ro· 800,00.0 TONS BY-196.7. ,IN ·oTHERf :·-: 
• .• ,,,oR!)S ·uJ!TJ:{"Tff:STAUED "FERTILIZSR'"CAPACITY OE,. PR.OJECTS NOW AQTt:J,,,..LY .. , . 

UNDER1.!1AY INCREASE. 1"1LL H.AVE BEEN MORE THAN, THREE-FOLD. : . ·, •~· l . 

'rN ~6-orT~or/NrGatrATI0~ 1s· A~E pqrs~NTLY·I~ PRocrss.·FOR .THE surl;r·~~~ 
· 0 F ADDIT !ON~L F'ERT°IL.IZ~R:.PIANTS •• t°HESEII INCL UDE ALL !ED CHEMlCALS.·> 

AT KHOT AGUD UM·, .. AMER-I~AN ()n:-,;')M PANY AND ~AT ION AL IRA>.JIAN· OIL ·' ,.. 
C 0"1P.~~y AT M.ti.D~:~S,.IM:'::RL~L CHEMICAL AT KANPUR, BIRJ.;A_-AR.MOUR' • . . } 
·c OM PA •Jy FOR GOA (G .n • B I~L.6 ! NFQ~MED M£ THIS AFTERI\JOO~l THAT • • •:-i, • 
THIS 0~1£ IS ALL' SE;T) A''I)· JA.0 A~1ESE''At\:D AMERICAN.F'LRMS·AT.,KOTA'H~'·.'j'' 

. T H:.S~ A..A~.1rs AN9 ·.OTHER U~~IL~~_QOT IflllQtL~P ADD· MORE THAflJ i 
9 00~ 000 TONS IN ·TERMS OF' NITROGEN BY 19704 · :._ .. • •• • , •. _ • . . ·- J 

. . • -·- -;-~· .-.--:~~- .. -+ •~-;, •• .,,,....-J .. •~ -· ... ··- -- -·-· 
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I . . . 
t r • c:) _AT S.t1.~1rTIM~, Go r H.~s EMBARKED ON°EXTENSIV" r-F(ASH PROGRAM· 

:{· ~?;'D IMPROVE:1~\JT. l)RA1t!ING ·oN F.XTRAORDINARY'REsuLTs OF THE'·.: 
,·· • ~C .. _,FELLER FOUNDATION EXPERIMENTS AT THE INTERNATIONAL RICE.:, 
,: R"7SE.t1~CH INSTITUTE IN THE PHILIPPINES, THE GOI HAS EMBARKED. i , 

~N C011PREHE~-S.IVE NE:'1! SEED PROGRAM ·WHICH ·"LSO COVERS. HYBRID .• · ·l 
, • ,, OP~, '•JHF.:ATt~ SORG HUM SEED OF HIGH-YIELD I~iG VAR.IET!ES. \. 

.. . • . .... ·. . ~ 

.·_A~OU~.3,:ooi:-P,CR:SS OF' HARD.Y NE1.1' RIC.E,VA~IETiE;s WICH HAVE BEEN.... -,:·; .. r-·--, . ..__ 
8t~VJ~ B.c.TT...R I:"N5,ooo ~ouNns OF _RicE· PER ACRE IN THE .PHILIPPINES·, .. 

· •• v __ ALP.EADY -8-EN PLANTED IN INDIA TO PROVIDE 'St"ED FOR N-xr :··.. · · 
:SUMMER.'S Fl.l\~lTH!G. . , • • .. ·, • .·•. .', . . . - · ·,· .t:.. · · · '. .,.· 

- ' . . .', ~ .. 

• ••. 8 r;rHE_.:S~lpOF- 197 0-7 1 GCH. EX PE CT S ; 0- INT~_0!}UCE T~St: t-JEt:;'_ .'_';· . 
v1·o··IETTES TO SF.:£D .APPQOXIMATELY 40, MILLION ACPT:"SQJ:' RIN'.M'D·' · .• 
. -11 MILLION AC:RE:S:OF' WHEAT.·· .. • • ·. --- . • •_ .• .,- ··-:' 1 -

:.·~:H£i:-~\ 1fRE.~!·sE IN ourPuT fRo:°'1· THES~ N~t_,,·SE£D VARI!<'.TIES ALO-.JE rs _. .-~ 
I .. XP •• t,T:~1) TG PRODUCE'.·.~BOUT 25 MILL TON r,y1s 0!\1 IISSJ!MiPTIO~'· • • - ..

A Dl:' CLJA'l'';' 1:'i::'P.T S - ' ' •••• , · _, • '"TJ !71:'P! -- i "'A·' - • ;;··~ -~ ...... ~PPLY. CREDIT .l\'RR.A'\lGEMENTSFOR SE!::D PRODUCERS• 
. AR- .. LSO B~J.JG PROV!')~1). · · · , ... · , 

#, • • •• 

• • ~·:) i;- G!')\;.:;.s .ALSO 9E:'!:N F.NGf.\Gth :r~jlrxr1½N.~IVE PROGRAM FOR fU,RTHF.R >.' 
• - •• _V-_--LOP_:.'..::..:_ .o_~!DM0t"?~ _EF'F'EGTIV~-P,T;ILIZA.TI.ON OF' WATIR R~SOURCEs.· ·• · 

-- ---- ___{:.__~~---·-· .......~ .. . -- ----·- . -··-- ·-- - . -··,,_ .., -
FAGE-FIVE RUSBAE 3'05A C O 11 P. I & ! .H T }-JA L , . • • . . f··· 
IN LAST FIVE YEARS LAND BROUGHT UNUER IHHIGA1TION HAS iNcREASED.·. , 
FROi"'l 70 MILLION ACRES TO 87 MILLION. BY 1'970-71 A FURTHER ·RISE 
TO 110 MILL ION ACRES HAS ~EEt( TARGETED.··· ~ 
. . • ' •. : \ • . j' • 

TO MEET THIS GOAt: A LARGE-SCALE PR.Ot;R'AM IS UNDERWAY'FOO 
.CONSTRUCTION OF DAMS, CANALS' AND W

1

ELL;S .AND FOR CONSTRUCTION OF 
IMPROVED DRAINAGE FACILITIE,S.j'.IN:;r)HE::STATE QF.UTTAR PRADESH~-: .••r 

·ALONE $(l'i1E 98',000 WELLS FOR ,I~RIG'ATION.WERE DUG LAST YEAR. ' , • I 
·THIS YEAR• S TAHGET 128 ,'000 WHICH· WILL: WATER APPROX IM ATEL Y ONE · 
MILLION ADDITIONAL 'ACRES. • , :, :- i •'. • •. . i 

. . , ' ' . 
(6) GOI ~AS ALSO ·INTENSifIED ~TS-EfFORTS.IN AGRICULTURAL EXTENSION.· 

_TWENTY TRAINING CENTERS FOR ·V(ILLAGE L.EvEL WORKERS <vLv.t"S) •. 
. HAVE BEEN UPGRADED TO PROVIDE -SPECI·ALIZED AGR !CULTURAL TRAINING· ' 
'FOR HUNDREDS OF VLW" S. ANOTHER ·30 CENTERS ARE ·TQ BE ·uPGRADED 
'DURING COMING YEAR. · ·• } : ··.1. : • 

i . ·: . ·:- ; • -
DURING THE CURRENT GROWING ·sE~ASON •A· ~AT.IONWIDE PROGRAM··OF 500 
FOOD PRODUCTION DEMONSTRATIONS HAS.BEEN· PUT INT.O OPERATION THROUG-H-· 

·our INDIA. RESEAt<CH INSTITUTES:AND· AGRICULTURE COLLEGES ARE 
DEMONSTRATING TO THOUSANDS or EXTENSiON WORKERS RESULTS OF RESEARCH 
AND TECHNICAL KNOWLEO'GE ALREADY f'ROVED. • 1 .. I 
BOWLES ----· ~...... ----... ,; •• , • 

CONFIPENJ'I4L 

https://TS-EfFORTS.IN
https://EF'F'EGTIV~-P,T;ILIZA.TI.ON
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to PATE NOVEMBER: • 5 ,sEC TI ON TWOOF TWO) 
p ,--·
USIA 
NSC AS PART OF THIS MOVEMENT IDEA OF G01 IS ALSO POPULARIZING 
INR II TONNAGECLUBSw WI TH SU I TABLE REWARDS TO PROGRESS I VE F ARME:RS 
CIA WHO ACHIEVE:YIEL~S OF 2, 3·0R 4 TONS PER ACRE. FOUR ADDITIONAL 
NSA JAPANESE FARMS IN 1964-65TO SHo.-J DEMONSTRATION WERE LAUNCHED 
IG.6, INDIAN FARMERS CULTIVATIONMETHODSEMPLOYEDIN JAPAN TO ATTAIN 
AID MAXIMUM No.,J8 SUCH FARMS. PLANS ARE UNDERWAY YIELDS. THERE_ARE 
$TR TO EXPAND'THE "PACKAGEFORD FOUNDATION DISTRICT" EX-PERIMENTS 
E___ (PRESENTLY16) TO COVER THE8¢ MOST PRODUCTIVE DISTRICTS (THERE 
AGl ARE315 DISTRICTS IN ALL). • 
COM . 
TR$Y (7) SUBRAMANIAM•s· GO! IS ALSO SEEKING U,NDER ABLE LEADERSHIP 
FFP TO IMPROVE ADMIN IS TRA Tl ON -OF A<3R l·CUL"(URE.AND• IS REVIS I NG • AND 

STREAMLININGITS AGRICULTURAL NUMBERRESEARCH. OF DECENTRALIZED 
JSR soooD_1TY RESEARCH AGENC1~s HAVEBEEN A~OL., SHED AND MORE Po.-JERS 

HAVEBEEN GRANTED AN coU,NCl,L RESEARCH,TO lN,DI AGRICULTURAL 
WHICHFOR FIRST TIME rs Nq,J lN CHARGEOF TOP-NOTCH SCIENTIST-· 
ADMINISTRATOR. 

3. TWOSPECIAL PROBLEM WH!~H REMAIN FERTILIZERAREAS ARE lNADEQUATE 
IMPORTSAND RESTRICTIVE ZONES HAVEBEEN SET UP MARKETING WHJCH 
TO PROV1DE ORDERLYDISTRIBUT-j~N. 

A. IN REGARD TO FERTILIZER IMPORTS, THEY ARE BLOCKED BY OUR FREEZE 
ON NON-PROJECT LOANS. THE $63 MILLION WHICH WE HAD PLANNED TO 
MAKEAVAILABLE HAVE ROUGHLYFOR THIS FISCAL YEAR WOULD PURCHASED 
25¢,¢¢¢ TONS OF NITROGEN WHICHCOULDBE EXPECTED TO ADD 2.5 

REPRODUCTION FROM THIS COPY IS 
-~C~O~N~FJ._Q..,,.f..i.:iNw.I.IIL---"---PROHIBITED UNLESS "UNCLASSIFIED" ~A► 
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MILLION ADDITIONAL TONS OF RICE AND WHEAT TO NEXT SUMMER'S CROP. • 

WI TH FOREIGN EXCHANGE· WELL BELO.,., LEVEL, GO I RESERVE.S. DANGER 
SIMPLY DOESN'T HAVE THE RESOURCES.TO THIS FERTILIZER. PURCHASE 
THAT IS WHY I HAVE RECa+iENDED~ AND HEREBY AGAIN,RECOMMEND 
_THATWE RELEASE THE NECESSARX FUNDSSO THAT INDIANS CAN PROCEED 
TO DO WHAT WE-HAVE BEEN URGING THEMTO DO. UNLESS THIS FERTILIZER 
I S ORDEREDS_OONI T WI L~ NOT B.E AV A I LABLE FOR THE CROPS THAT 'vi.Il)_ 
BE PLANTED NEXT SPRING. 

IT MAYBE ARGUED WITH SOME VALIDITY THAT INDIANS HAVE NOT 
DONE ALL THEY COULD TO ATTRACT FOREIGNPRtVATE CAPT1AL FOR 
ESTABLISHMENTOF ADDITIONAL Dat-:t~STICFERTILIZER PLANTS. HO.,.,EVER~ 
THIS SITUATION IS BY NO ME-ANS BLACKAND WHITE. FOR INSTANCE, 
THE FAILURE OF THE BECHTEL CONSORTIUM (WHICHPROPOSAL WE 
STIMULATED)WAS DUE AT LEAST AS MUCH DEMANDSTO UNREASONABLE 
0~ THE TWO OIL COMPANIES OF GOI. THIS HAS BEEN AS TO SHORTCOMINGS 
FULLY ADMITTED TO US AND TO THE INDIAN~ BY REPRESENTATIVES , .OF 
BECHTELCONSORT)UM. 

B. WE HAVE ALSO BEEN PRESS I NG GO.I TO BU I LO UP BUFFER STOCKSSO 
THAT THEY CAN ELIMINATE PRESENTRESTR,CTIONSON MOVEMENT 
FOOD GRAINS FROM ONE STATE T9 ANOTHER.BUT ONCE AGAIN IT IS 
QUR CMN Ut--MILLINGNESS LONG-TERM WHICHTO MAKE PL48¢ COMMITMENTS 
HAS BEEN PREVENTING ACHIEVEMENTTHE$E OBJECTIVES. 

LAST SPRING WE HAD WORKED OUT AN AGREEMENT WITH GOI FOR BUILDING 
UP BUFFER STOCKSAND ELIMINATING ZONALRESTRICTIONSON ASSUMPTION 
THAT LONG-TERM WOULD ASSUREDPL48¢ AGREEMENT PROVIDE 
SUPPLIES. WHEN THIS LONG-TERM, FELL THROUGH, AGREEMENT THE 
PROSPECTOF ELIMINATING ZONALRESTRICTIONSWAS FIRST CASUALTY. 

SOME HAVE ARGUED THAT GOI CAN AND SHOULD ELIMINATETHESE ZONAL 
RESTRICTIONSEVEN IN ABSENCE SUBSTANTIALRESERVESTOCKS TO ASSURE· 
EQUITABLEDISTRIBUTION.BUT ANYONE FAMILIARWITH REALITIES 
OF SITUATION HERE MUST AGREE THAT THIS INVOLVESPOLITICALLY 
UNACCEPTABLERISKS. 

C~AL· 

https://RESOURCES.TO
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-3- 1201, NOVEMBER5 (SECTION TWO OF TWO), FROM NEW DELHI 

IF THE GAMBLE SHOULDFAIL, AS WE BELIEVE IT WOULD, SUBRAMANIAM, 
ONE OF THE ABLEST AND MOST PR07AMERICANMEMBERSOF SHASTRI 
GOVERNMENTWOULDBE DESTROYED CIRCUMSTANCESPOLITICALLY. UNDER IF 
SUBRAMANIAM ME AS A FRIEND WHETHER TAKE THE RISK ASKED HE SHOULD 
WITHOUTADEQUATE NOT HONESTLY BUFFER STOCKS, I COULD RECOMMEND 
THAT HE DO SO. 

THE INDIAN GOVERNMENT CAN NO MORE ~GNORETHE POLITICAL FACTS OF. 
LI FE. IN FASH I ON I NG A FARM POLI CY THAN WE CAN IN DEV IS I NG A FARM 
POLICY FOR THE UNITED STATES. 

4. IN VIEW OF TH IS FACTUALRECORDI ND 1..:,,NS ARE TOTALLY MYSTIFIED 
WHENWE ATTEMPT TO SIGN LONG-TERM TO EXPLAIN OUR UNWILLINGNESS 
PL48¢ AGREEMENTON GROUNDS OF :INADEQUACY INDIAN AGRICULTURAL 
PERFORMANCE. 

MINISTER SUBRAMANIAM TO GO TO THE US TO DISCUSS HIS WANTS 
POLICIES AND TO ANSWER WHATEVER MAY BE BOTHERING QUESTIONS US, 
BUT THIS SUGGESTION HAS BEEN REJECTED. 

SUBRAMANIAM,WHO IS A MAN OF VERY GREAT ABILITY AND DEDICATION, 
GENUINELYBELIEVES HE CAN MAKE INDIAN AGRICULTURE 
SELF-SUFFICIENT IN FIVE YEARS AND IS DETERMINEDTO DO SO. 
THROUGHOUT WITH GREAT DIGNITY THIS DIFFICULT PERIOD HE HAS ACTED 
AND UNDERSTANDING. HIS QUESTIONSWE HAVE DONE OUR BEST TO ANSWER 
BUT FRANKLY WE ARE NOw RUNNrNG OUT OF GAS. 

5. PARAGRAPH3 REFTEL INDICATED PREAMBLEAND ARTICLE IV DRAFT 
SALES AGREEMENT ArDTO A-1842 {JUNE 18) LISTED MAJOR ENCLOSED 
IMia>ROVEMENTS FOR ADEQUATE WHiCH WE BELltVED TO BE REQUIRED 
DEVELOPMENTOF INDIAN AGRICULTURE. MAYWE BE AUTHORIZED 
TO TELL SUBRAMANIAM FULFILL THESl PROV1SIONS, THAT IF HE !3 PREPARED 
UPDATEDTO TAKE ACCOUNT rs S~NCE DRAFT AGREEMENT QEVELOPMEt 
FORMULATED,WE ARE PREPARED ENTERi NTO. NEW LONG-TERtviPL48¢ 
AGREEMENT?IF NOT, PRECISELY WHATMORE DO WE WANT GOf TO DO BEFORE 
WE CONCLUDE SUCH AGREEMENT? 

CONl"'1 D(:NT I ,O,L>,. • 
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IT IS NO LONGER POSSIBLE FOR US TO TALK IN GENERALITIES ABOUTWHAT 
WE WANT GOI TO DO. THIS ONLY LEAVES US AND THEM CONFUSED AND CALLS 
INTO QUESTION lNTEGRITYAND SINCERITY OF THE US GOVERNMENT 
WITH PEOPLE WHO ARE OUR DEDICATED FRIENDS AND SUPPORTERS. 

GP-3. 

BOWLES 

BAP 

a:JNF I DEl+TI .0-1 J• > 
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--<ip 1. In connection conclusion additional month's extension PL 480 ,ESS!JP 
JOHNSON• \usrA VEENYagreement for 500,000 tons wheat, we believe desirable press home~ 

/ NSC 
( INR point that our short-term policy on PL 480 stems from our conviction 

CIA We have been 
NSA India needs do more on domestic food front. 

IGA drawjng on following
amckg%IUIIDIbriefing fB1t Indian correspondents here,/ Wcxni~

AU> rati7nale. We hope you will
FFP be able have similar sessio115 with Indian press. ~ 

COM 
2. USG considers problem of hunger and malnutrition among most 

serious facing world. Some experts estimate that current trends in 

population increase and agricultural production will, if continued, 

substantially intensify world food problem in future years. We are 

convinced that LDC's must make major effort develop their own 

agricultural sectors. Improvement in agriculture is key element of 

our policy in contributing to economic development of LDC's. US 

record in foreign economic aid, and specifically under Food for Peace, '\ 

speaks for itself, but unless food-short countries do more to increase 

Drafted by, Tel~raphic transmission and 

NEA:SOA:SSober:mlb 11/3/65 cl11uHic11tlon Jpproved by, NEA- William Jo Handley 

AA/NESA - Mr, tarr NEA/P - Mro Brown 
USDA/FAS- Mr. Eskildsen P - Mr. Mccloskey 
MR - Mrs. Bittermann REPRODUCTION FROM THIS COPY IS 

LIMITED OFFICIAL USE PROHIBITED UNLESS "UNCLASSIFIED" 
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t 7 
their own output it is questionable that external aid can fill future gap. 

J. On India, outline of our concern sketched out Deptel 659, on which you 

can draw. Specifics of major improvements required Indian agriculture, as 

noted preamble and Art. IY draft sales agreement enclosed AIDTO A-1842 and 

also noted AIDTO 241, are well known to you. Complexitr of agricultural 

economy requires that progress be made simultaneously on yartety of front$, 
avail~bility • 

such as increase in /,':""'.:"',"."½·"i-1:k"'!"..'1 application of fert:U:tzer. use of
-1-...-~w\.lur 

and '#1.1-........ 
water resource 

improved seed to complement country/programs, :tmproyement agricultural 

extension services, effective administration of price incentives, and on 

range of measures on food distribution such as building up Duffer stocks and 

increased reliance as feasible on market forces. We inclined attach particular 

importance to steps by GOI to increase domestic production of fertilizer and 

to priority to be given formulation and execution. agricultur·a1 policy under 

Fourth Five-Year Plan. 

4. It is not our intention criticize Shastri Government, which has inherited 

complex of agricultural problems built up over many years. Indeed, we are 

impressed by realistic views Food and Agriculture Minister Subramaniam and 
. 

by recent encouraging signs that GOI recognizes urgency get on with improve~ 

ments in agriculture. We would expect that this major problem would be 

broadly recognized as subject of legitimate concern to a friendly country 

which has been deeply involved in assistance to India's economic development 

effort, and that our concern would be considered in light of our continuing 

L massive assistance India's current food needs. _J 
SCP-EXEMPT. END RUSK. 
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~ 
'.'.ou will be reccivin~ tele~rom aut;1orizing you to ne~otiate thirty-cloy 

c;~tcnsion of food ship.nentz to India. I know this will be diza::_,~ointin~ to 

you but I uould like you to !rno~-1 thot this decisio;i. h:is beien macie .:it t:1.:: 
I' 

I 

hiihest level .::.;cl that limi.t.::d 3xte:.sion is result solely of our ·grave 

;,.1iszivir:.gs l'.'egardir.3 past: performance: and p:cesent plans of Govern::r.ent of 

India fo.:- incre.ised food p.:-od;;ction. TI1e decision to extend food ship~1ents 

fo:- only thirty days has t1ot:1iu3 RPT nothin~ to do with Kash□i~ aad is 

;.1ot r.?? :-.ot to be construe,: in any w;;.y ;;.s political leverage to force 

";::-.clia into a politic.:il settle:ie.it with Pc:kistan. It is based on evidence 

.:ivuil.:ible to the hig:1est a,lt\10rity that a lon~:: term extension, or a 

~-.1;.\1 aci;:-ce~e:1t on ?L-480, s:~o·.:.ld not be unde.:tc:ke:1 until such ti.oe as the 

~SG ha~ convinc~n3 evidence of the GOI's dete~mination to put its food 

C:?-3 

END 

nus!;t\ I\ •, 

r 

o,~f•111d'oy.1,,,, 

. _ _]~3-e':_:~•:JP..-:indlc,: bw 10 2 6 :_S_ecreta;.::y 
{le•1,.i,c•h 

/ 
S/S - Mr. Too~pconi.~ZA - P..r;::,assado.:- Hare 
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For your information and 
files. 

Enclosures: 

Cy memo for President from 
John A. Schnittker, Under Secretary 
of Agriculture, 10/23/65 

...-- ... 

11/ 1/65 

RWK: 

How good is this memo? 

McG B 
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OEPI\RTMENT OF AGRICULTURE 

WAt;~INGTON 2', O.C. 

;,. 

m►..m.0ra.ndim. pr'! ..~nt n th-.: c&E-~ fer :zi,sk 1 ~ t .1,-t t• t f:)<)j 

conti agent on ~·~rt• 1.!>act. 1~~& ~y th~ tr.dian (i-:H'f!rti.2. .. nt. 

1 
. . 

. r 

India h~, oot g1v~n r~rt11iz~r t!J'l~ f?vj prc.'1uctio-:. th~ 
~ttent1~n o~ tt~ inve6~ment pr~a~1 in her pl-"L'l!' s.nd 
required by h~r ~eople. 

. " 
.:rnctia''li key f.11._l·..u-ei b1\v~ be-et in fertil!l- .. r, i'"6tlc-1des, 
producer in~entiv~b, ~r~dit, ~i ,~~l v~r,~~i~a. 

• • ·I 

J t' I 

·:'John A. Schn1ttilf!r 
Und"r s~cretlL?')' 
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STATEMENT ON IIIDIA 

,· .. '.l."ae Oovern~ont ot India hna repeatedly stated its 1ntentiona to 
apced ngricultural. il'tlJ)rovement and to become self-sufficient in 
food production. These good intentions have beec a key tenture 

Iof Indio.' a fi vo-year plan.a. Yet the gap betveen India s food 
production a.ud her food noeds is widening at a rate which i• 
increasing from yeo.r to yoa.r. 

During the oa.rly 1960 1 s the United States shipped only 3 million 
tons ot ~heat per year to offset India's food deficit. Last 7e4r 
we shipped 6 million tonn or wheat (225 million buuhels) - nearly 

,, 2nc-fitth ot our wheat cro~. This require~ent was placed upon the 
United States despite~ record grain crop in India laat year. 

This year India's food import needs vill be even greater. Food 
grain production per ~erson will be below the Average ot the put 

, lO years. 

~ Record 
M , .. ;~ .. • .: r\, 

.. ,, .. (
:., .... '• ~. India has made some gains in food production, but the g&ina muat..• ,! I• ' , , be nsscssed 9.3ainot her nocdn and her te.rgeto.
t, .. ,: .~:· " 
"" I • ./..., .. 
•, , .. "Food grnin output increo.sed trom 78 to 87 milliob tons per year 
.. during the Third. Plan period. ,But the target - nnd the need -

. va.s 100 million ton;. The actual increase vasless tho.n halt the • • .. I 

planned increase. ._I&it;:::'; • 
Nitrogen fertilizer production haa increased to 300,000 tons perJ'.?':·' year by the end or the Third Plan. ~ut the target ~as 800 1000 
to~ Other failures include production ot peoticides at ~nlT ai}~})~.;.i, rrnction or needa, inadequate distribution ot improved seed 
varieties; a lack o~ enough credit on terms cultivators ce.n e.ttord.,t\.·-.:~\:.-_.. . ·• and a belated and inadequate i.Dll,)rovement in producer incentive•• ..... 

-~---~~; ~•_j .. .:~~.. ;~:: 

.,. 'l'h.ia record. of limited progress these past tive yea.rs must be 
, assessed as a !cu.lure in the light or India~o obJect1vea. let 
6 years ago, in signing a. lons term agreement to aupp~ India. vi-th 

; ~:.... . .-..._. 

.. ' ·, ·' 

..~ij~~~iit;;rJ:,::: 
.. 

.. 
. , 
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' ! :-2;:t31~~;j~g . 
1:::~ff~/.i•i~:~!;<·t~:some 16 million tons ot vhcat over 4 years under the Food tor Pee.oe . _.... • • ,,· -.';, .-• . 

.,~:=:;"i:\C·!, : :'.: . program, this Oovornment vaa assured by the Government o~ India that • .. 
·.J1:;/_-.:.~·-·; , ..:/· the necesaary steps vould 'be taken to improve her agriculture an4 
.1.}:i~·':~;;_-·._\i:-:°·to. reduce her dependence on imported too4. 
:~~-~:;:}~ :·:.~:i~;t;.·.'~\:-: 
: :;·r,:i.,,., .....:· · · India did not deliver on tbie .uaurance. And the U.S. did next to 

·,_. ••• 

.. :-.• .' 
, ., .. ' .. .. ... 

. . ·•· ..lii~f[{(~::~:::~::~~:::d ~.~:• mMing to®y M ade~t• efton 
. ·.·.

• \ ....... 1 

il!~::;i;::;~••'•;~~~:~;~;~~~;~~~~~;;;;~~;~~~~~~:~r~~u• 
.. toft;(!\}if."·,;·O;;.,:-_, traat the month-to-month o.nd year-to-~eo.r oymptoma or India'• 

t\t1;f.:-:t ::.-_·,·, , food problem by shipping ever-growing quantities ot tood on concesaional. .... , _,._. •. 
J:::~:_,Y(?:.·-. .":'tenns while neglecting the basic cauaeo ot these growing tood shortag••• •_... .-,.,-:-·i 

The central issue for the tuture of rood production in Indi~ is .• '\ . :. 
fertilizer production. In the past. lagging tertilizer production .... 
has been the domino.nt ractor contributing to the failure to expand 11• • .'.~:.._ 
f'ood output adequately. . •. .. . ·:- . . . . 

• •,·• 

Indio.is nitrogen fertilizer needn to meet. tood pi;oduction goala by • . . . • ,:.. _:,: •• 

'.!,!(:}-)./ ~;o:~:t~~ Indi! ::;; 
0 !:a!n:::•••_ ';-::/ • ;~!~'i~65 1i~:e1:n•1 1 •>'. • ":1~~P~~:e;!~d!c: 

,.,:·-··t.' , »ullion tons by tha.t time - vithout dramatic changea 1D her approach ; .... ·'.. • ·,_.:"·· .

lfii·f<:.·,. t'ort1lizer production. • • .. • . • • ·/.. to 

::.;,\:•.\:: .,. . ,. The reaord. ot the Indian Government and the Indian economy in •; · .--.. 
f.;ti/.:.',... ,_;. ll1.s.nagfng the fertilizer indu·stry is tragic-._ It takes chemical . - • :· • ·., 1 •..•... 

:\{~}t.i:-'·.dr:·'.·,~:'engineerB to operate a fertilizer "industry,. India bu been operatina _._:'. . ,. ·:· •. 
//\.-:.\• ..::-'· largel;rwith clerks. 

'!~;r:-i. ~~ :!:"~!~::·:r:!r;'.;~r'':1!!!-!i..." ::..!:'"!~i!:·:.;:·~ii!\:e .> ' ...> 
·: :t-. '( · · o.ttitude toward outside co.-pitali ot· an unw1ll1ngneaa to provide th• ••·.--•.. • 

;,, • ..• , . incentives required tor protitable tore1gn private innatMAt~: .. :. 
,,r __ .... •• _.-·:.:·- ·.-:·_. .. (:.:·-,_.-:·\ ·<·. .... ----.-.. •••• ..--(-_:- _·: 1):,,..:;-·: > 
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:;~'~l~l/i_;::...:.:·{_-:.>-.'.~-<:. ~'le Polley • ~~.-.· : 

: ;,\,: ... , . .. :· ·::, ·-. •.· On J~ 2:, ~crc.-tar., t,'r<;a::o.n \a"Oto j-ou. ao tollo1,-a1 ... ,_,. • 

;~;~;:_;:[::'i<: -'· · · : , ~=~1~friE:~: -•• _.• ,.!"co~:~~r~~ti~ ~~:=~-~--' 
Gl"!Cci!'icd runoun:t.a of :re1-til1::ora to 1'~ra nt pr1cca · .· •• • . • • ... • • 
much wuld stim.ul:.1te erente:r WJa. !ado \.10\ll.dbo tJJ.et • •. ·, -: , ·: < : '· . 

....~• , ~t L\tcp to~d h~ll)1D$ Indin in Qubooq~ ezrccmont.a ::, . •: ... 
dew lop t.?..-etotnl. r.c.~eso ot ~ed1enti. £or ~iaa · -' ••.· • • • · • 

. . £QOdot..-t~t fa.uter. . ·,.·,:.· "·. ':,· 
•, 

• ••. ·:., I • • • ;•: ".,,:,. •. ••.•, 

ffOV1?r tho lor<l~er run, w \:iOuld be in c. otror1,5Cl"poo.1.-. 
tion to illf.lucnco IncUA' a in1ect::lCnts 111~cul.turol. . . : ·.< ;: : • 
a.ovclop~ in it.n overall ca:onotnic 5-~-c.ar plan, U w -1 .,.. •• • • •.• 

.· . acted in Ct)llC(Jrt v.Lth EUl. cutllont;.r cu-ch ea tho World ~ \, .\ ... :· .,· :,.• • 
Wo\c.'Oul.d not liko to :ro.co o.lo.-vJ the con:xtqucmcoaor cuttS.qi.. · •.·.-··.. , , . 1 .: 

o~t i'o-od ru.d to lltUvY people 11' IntJia :fail<:'d to corr., • ,•·. • 
thl--ouehon it$ llJ:i."CC~~. Zuch a.n.cr.ranv~nt with tha :-·, ··.:·;·: .:; ... _ ...-~· 
'World Dank eou.lu :p-t'ov.tde for joint; i:oriooic reviCVll oZ , .. .. . .. ~•::.. 
proei7ca=-with tho Iodilm tiutboritiea 1¥h1ch could olao ~ .._:; • ,· ~•: . --~, (.:_: 
vcri helpful ~ ~lue~c:~ In:U.a to tc.ko the ~~ ' , ;,.;• ' :·• ·A./· ·: · .:· 
c.cuons.n '' • 

't .... 
• _- I ' . .-·, 

...... :;:;i}-,;:/.,.\;::._;·_ ™3 in tho X'iO~t policy In todcy " Gituation it . . . :;:_.. US,1.)ro0.che ...... . '• ,••.. ·:·. ·.?~·..: )/ • ::.. {; .re<i,cl.rca that. :f'ul'th1lr toed .clli-r.imcnto to Im.1Ll be cox:it1a$cnt.upon . : . .·: . 
{;;/,~Qi:,;;)/)·,: nctiono 'b-/tho :tniilo.u O-Ow~nt. ~ lllOUtl1to mantb. ..~~ifi~ 
S~~ii\:;.::;1,~\:,.,;g<Q\lthori:Gt1ons chould be app.--oveduntil the, tollo)d.na cctioDa an · :._ 
-:·:;;,:;-- ,1:,j.: ' ,, tek(ln; ' •
}t}i/~(·:2:i_;·::> . • •.••:•. ·, • • • 
,t:(t~:_-::.)f:' :·:;·,:: • _.1. • Incliti =:nt ra1to llor tc.rect.e for 1nvcattt?nt in food· 
;;l(:?':.:-.::<?t(•::,.·•t; > • i:c:-oou.cU.on1n tho) FourJl I>J.a.u. In\-estwnt (.il2j,lut) 

,: ..., )\/f;·:_.,: (·;(>~ • ....._. . must be CO:Wi$Wnt ~it.."i projocte.:i tooollC<!o~• t.it Gro 
'?•:.'!'. ··':. .I/:<•:' ' • , . ·· . in L\ ~1t1ou to re~nd GpeC1f1c ~~ in tl\14 area. • ·"· 

2f_;,tf::.f' ::;:- .... • ~1fa3~Ed!iF:l~~1:6, • -. C '~,i;;i. '. '•' 
,_., , , . . rc:;ow.~c:e:J• M1n1storioJ. pl&titudeo c.rc r.o-'~enoucn. Son..._ 
'.;; :: : • • •• •• t.lrl!l!,:: l?\u.~t be aono o~ t?i.-it t1lO bonc-cruzlli.na lNroauoro.c;y ot 

,.
• _:.;_~:'.!._;l:·_.~_c-;!._.:[_:_::__ th~ I~ Oovc1-n-::ont,,1001) mt at1!l.o tho pro:ll)Oota ror tho 

• futtll"C o~ 1t ha.G <11~<1 tho bopea C>rtho pa.G~., CorponUcma, 
:'t't·:··_;·_ ~1u=i~ crA 1niU.v1<iualncu:orcacl,y 1ioJ:OYOinto aifr: (' ..• . . . . rn·=--blo Ulvcat.mm. cJ.1:Qto in IaUa. • ; , 
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India m~~t improve her ovcr-tlll cc:oncm:1ci,artormanae. 
It' por:tori:-.ancoin tho Fourth Pl.on 1o as l}OOra.a in 
the Third, it wuld ro~c3cnt a treo-world oc.ttiatropbe. 
We aro Pl'Cl)..'ll"Odto rccom:neod cpoc11"ia o.ctionn-•in popula• 
t1on policy, in procla.ccr .1.nccntivoG,1n educatioD, 1A 
ce;riculture. 

i ~;l'i,if~?i!}~:·:'-·~::.:,, U:>one l.nolro tho trt:.o \-nlu.& O: the le~ ot.JJ.S. tooc1 a14. 
i3•:"f1Jf'.~:';;,,•.s;•:!,-; "n..., .. ,. b,.. +'-~T'\,.., it ou.t. can we GCO what it CWl do • 
• ~ ~:! ;:.~,~;:=!~",;.rt: ~1•· ""'u..l,,,J ti ..,.,,, •• ••-u~r:1· 

'~t .....·-~J J• .• f'. ,, '"'1o \.")~~ 

.. • ··:•i'i:3r: •i:.:. ... . ./':~ :~·,.··.} : 
: •.. •...i/';:,Jf'.).\~N?.;'.·r/:.:::._ l3nt e~ona ~'W'o from the record =d from todlilY'•• 1 ewntG, ..;J:i~~if{}~~1~~~"."·,..-·India wUl. not meet her own noedD or her ow ~coord. Jllmae, 
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T'ne President a~pr-:>vcd exwnsioh cf the present food ship­
me:1ts to Imila f,?r ru1 &dditioncl SO days. L11doing so, ho•:;ever, • 
he cr.1ph2.clzed v0ry stro::.gly t.°!'lJ.twe should make it clear to the 
lr;.cli2.i.1sthat ·,.;Jcare not s2.tinficd v;ith their pa11ormance on faeir 
ovm agricultural progra7n ontl:e:ir previous r--.ndexisting CO!:.-i,.:dt­

mcnts. He referred to a i."C:f..orthe hn.d received from Under 
s~-::retary Sclui.ittker of the Departr.J.erit of Agriculture ,uhich 
emphasized frat (a) Indla hrs faikcl to live up to a commit~~cmt 

,... t ·1 t-- • - • ;:, ·-. to h h to t·ln.S, • uovarnm~t nn.u LU n::r O'.-...-npcop1e L'1. J.D.1.UU'J re8.C er 
fo:>d production g.Jals (b) 1-lilio.i:J not <JivincJfoi.··tilizer and fo0d 
production nor the i.nve.;;t:n<:·ntpromised in her pkns an1 required 
by her people ( c) India.';:; ke:.r fnilur0s have been L'1fcrtilizcr, 
psstic1dcs, producet' t1centives, crodit 2.11dseed varietiGs {d) 
fertillz~r production 1s the •~rucia.l factor and {e) t'-1ri.ttho U.S. 
must use all possible lcver,VJe toi:D.pj."OV0Indh·.1..'sperfor~~ce. 

Tho President no~d fae :fu.ct t.tiat thG U.S. has beC!-i se::.1ding 
to India 20C;bof our wheat product!on a.ridL'la.t India's reln.tiv0 
p:)sition has been slipping back. Ta-sse ai~e matters which he \Vill 
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Wat"1t to have some o.nsv.:ers for and on which he believes 
.should make some commitments with respect to actual 
mance. 

foe l"'ldians 
perlor­

I 
I 
I 
I 
I 
I 
I 

. 
t
i 
I 

https://lr;.cli2.i.1s

	12009321-nsf-komer-b24-f09_Page_089
	12009321-nsf-komer-b24-f09_Page_090
	12009321-nsf-komer-b24-f09_Page_091
	12009321-nsf-komer-b24-f09_Page_092
	12009321-nsf-komer-b24-f09_Page_093
	12009321-nsf-komer-b24-f09_Page_094
	12009321-nsf-komer-b24-f09_Page_095
	12009321-nsf-komer-b24-f09_Page_096
	12009321-nsf-komer-b24-f09_Page_097
	12009321-nsf-komer-b24-f09_Page_098
	12009321-nsf-komer-b24-f09_Page_099
	12009321-nsf-komer-b24-f09_Page_100
	12009321-nsf-komer-b24-f09_Page_101
	12009321-nsf-komer-b24-f09_Page_102
	12009321-nsf-komer-b24-f09_Page_103
	12009321-nsf-komer-b24-f09_Page_104
	12009321-nsf-komer-b24-f09_Page_105
	12009321-nsf-komer-b24-f09_Page_106
	12009321-nsf-komer-b24-f09_Page_107
	12009321-nsf-komer-b24-f09_Page_108
	12009321-nsf-komer-b24-f09_Page_109
	12009321-nsf-komer-b24-f09_Page_110
	12009321-nsf-komer-b24-f09_Page_111
	12009321-nsf-komer-b24-f09_Page_112
	12009321-nsf-komer-b24-f09_Page_113
	12009321-nsf-komer-b24-f09_Page_114
	12009321-nsf-komer-b24-f09_Page_115
	12009321-nsf-komer-b24-f09_Page_116
	12009321-nsf-komer-b24-f09_Page_117
	12009321-nsf-komer-b24-f09_Page_118
	12009321-nsf-komer-b24-f09_Page_119
	12009321-nsf-komer-b24-f09_Page_121
	12009321-nsf-komer-b24-f09_Page_122
	12009321-nsf-komer-b24-f09_Page_124
	12009321-nsf-komer-b24-f09_Page_126
	12009321-nsf-komer-b24-f09_Page_128
	12009321-nsf-komer-b24-f09_Page_130
	12009321-nsf-komer-b24-f09_Page_132
	12009321-nsf-komer-b24-f09_Page_133
	12009321-nsf-komer-b24-f09_Page_135
	12009321-nsf-komer-b24-f09_Page_137
	12009321-nsf-komer-b24-f09_Page_139
	12009321-nsf-komer-b24-f09_Page_141
	12009321-nsf-komer-b24-f09_Page_143
	12009321-nsf-komer-b24-f09_Page_145
	12009321-nsf-komer-b24-f09_Page_146
	12009321-nsf-komer-b24-f09_Page_147
	12009321-nsf-komer-b24-f09_Page_148
	12009321-nsf-komer-b24-f09_Page_149
	12009321-nsf-komer-b24-f09_Page_150
	12009321-nsf-komer-b24-f09_Page_151
	12009321-nsf-komer-b24-f09_Page_152
	12009321-nsf-komer-b24-f09_Page_153
	12009321-nsf-komer-b24-f09_Page_154
	12009321-nsf-komer-b24-f09_Page_155
	12009321-nsf-komer-b24-f09_Page_156
	12009321-nsf-komer-b24-f09_Page_157



