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The evaluatior, tear- is dee?ly indebted to the Elany individuils who 

contributed to its understecting of the project and the p ~ e p a r a t i o n  

of this report. The staff of the Oilseeds and Vegetable Gil Wing 

(3 ' JOW) of KDDE provided co~?rehensive, updated documenti:isn on all 

 aspect^ of the project. They responded ~raciously to requests fcr 

clarification of d a t a  2nd requests for additional i r . f o r r , ; t i o ~ ,  and 

gave Senezoucly of their time including weekends. 

The Scate Federatiocs arranged vell planned tour programs, 

permitting the team to e x a m i n e  their cperations. They provided 

useful documectation on progress to date and plans for the fut~?re. 

Visits tc village l e v e l  societie~ enabled the tear  to e c j ~ y  the fine 

h ~ ~ p i t d l l ~ y  of the E e n b e ~  growers and l e a r n  first hand how =hey  

perceive6 the development and operation of their cooperatives. 

The tean is grateful for the excellent cooperation oL the 

seczetarlal t=affs of NDDB/OVOW and USAID/Delhi in producing the 

draft and finil copies of the report. 
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A .  The Project 

3 e ~ a r . d  fo: edible oils in India has far outstri~peZ Zcr,estlc 

?roZucticn In recen: years. More than c a e  million rne tz ic  tons 

c: oil will be i~ported in ? 9 8 2 - 8 3 ,  yet this will barely 

maintain per capita consumption at fifty percent of what are 

considered nutritional requirements. 

At the request of the Government of India. the National Dairy 

3eveloprnent Boazd ( N D D B )  prop36ed a project to address the 

9robleui. The proposal, entitled "Restructuring Edible Cii and 

Oilseed Production and Marketing", was approved by the 

Governmer,: in September of 1978 and became the basis for the 

Oilseed Growers' Coopezative Project (OGCP) establiched under a 

zemo:sriduz oS aqreenent becueen NDDS and the Coo*?erative Leaque 

of the UniteZ Stzte6 of Acerica (CLUSA). The project is 

ficanced by r c ? e e  currency generated from ccnrnercial sales i r i  

fn2ia cf soybean oil provided under the U.S. F o ~ d  for Peace (PL 

4 8 0  - title 31) Program. The com~odities are provided unde: a 

transfez act33rization negotiated between t h e  US Agency f c r  

Internatioca: Development and CLUSA, based os the CLUSA-H3DS 

aqreement and a multiyear operational plan prepa~ed by CLUSA 

an2 USAIC. 



The pur?cse of tlae project is to establish a n  i a t o g r ~ t e d  oilseeds 

and vegetabl* oil production, processing and marketing system within 

a cooperative structure controlled by the farmers theaselves. 

The rtated major objectives of the Project are: 

( a )  T o  coordinate the modernization of oilseeds production. 

oilseeds processing and marketing of vegetable oils and 

oilseed by-products in areas covered by the project. 

( b )  T o  procure and market imported and indigenously produced 

vegetable oils in such a ray a s  will contribute to the 

stablization of supplies and prices at levels which vill be 

fair to consumers and grovers. 

(c) T o  increase the opportunities for production and remunerative 

employment in the selected major oilseed growing areas. 

( d )  T o  generate the funds required for the establishment of a 

modernized oilaeed and vegetable oil industry based o n  oilseed 

growers' cooperativas, which vill put the functions of 

oilseeds processing and marketing into the producers1 hands. 



! e l  To 2 e v i ~ e  a c d  implement a progzaa of investment and 

C e v e l c p n e ? . t  u2ich vi:? ecable = h e  Growers to increase their 

oilseed pio2uc:ion and their rettrns fron cilsee? p:oeuction. 

uCile al6s Increasing the efficiency of the prote66in; s n ~  

mszketing funztioa;, C h r o u ~ h  the growers' osn ccoyer6:ive." 

CLUSA, a s  cooperati~g sponsor, ! 6  responsible for procuremen: and 

transfer of tke donated oil to NDDB. Lor rncnitoring haw proceeZs 

from the sale of the cammodlty are used and for reporting on 

proqress cf che project a s  a n  intermediary between NDGS and USAID 

KDDE is the ovezal? project authority, with respcnsibility fo: 

mafi&senont of the projec:. The "Anand Cooperative Pattecnu. wt.ich 

ND39 replieaced successfcl?y in developing the dairy inductry under 

Operation Flooe I an2 11. is, with come no2ifieatior1, the node1 

eKploye0 in tkis prcject. 'XDDB ha6 established an Oilseeds and 

Vegetable Oil6 king (OVOW) within KDDB to carry c~ut the organi- 

~ a t i o ~ z l  and manaqeneni responsibi?ities. 

X fundamental feature of the "Anand Patte:nM is that the cooperative 

6tructure i6 btilt u? f r ~ ~  the grass roots. NDDE!/OVOW while 

exercising o v e r a l :  management cont.ro1, initially, to enscre tha: 

project operations get undervay in a technically and financially 

69und w a y ,  places major responsibility vith the State Oiltceds 

Groxer~' Pederaticns fcr orgaclsing an? strengthcnlnq the 

cooperative coc;eties and f3r ?rodcct:on ii?.provernent. procurenez:, 



?rocessiag and markzting. NDDB/OVGW's prisary funcrion in :he 

project is t o  organize and supervise the development of the 

institutional infrastructure required for the integrated cooperative 

system. Evtntually each of the state federati0n.s will be included 

in a National Federation to be established by the end of the 

project. NDDB/OVOW's role will then be assumed by the Nati3nal 

Federation and OVOW's staff would most likely fclrrp the core of the 

National Tederation. 

T h e  Oilseeds Growers' Cooperative Project is designed a s  a seven 

year project (1979-86). It began operation in June 1979 with the 

arrival of the first shipment of soybean oil from the United States. 

It was initially intended to extend the coverage of the project t o  

major oilseed growing areas of five states. Because of the keen 

interest of the Hadhya Pradesh Government a major soybean producing 

area of that state has been included. The project now includes a 
= 

total of eight production districyts. Pour of these are ir, the 

Saurashtra region of Gujarat, one each is located in Madhya Pradesh. 
t* 

Tamil Nadu, Karnataka and Andhra Pradesh. 

t 
Project district is defined as a contiguous area, not 
necessarily confined to one revenue district, having potential 
area under oilseed production of about 250,000 hectares. 

**  
Three other districts, including North Gujarat, Orissa and 
Maharashtra are financed out of proceeds generated from sale 
of edible oil donated to NDDB by the Cooperative Union of 
Canada/CIDX. 



Pur72se 3 f  the Evaluation 

The NDbB pro?os;! on "Res:ru:tuzicg Oilseed and E ~ i b l e  Oil P:O?UC:,O~, 

ant Warksti:ic" calie? for a joint evaluation of :he pzojcc: r f c e :  

ccn?letlor. of I t s  initizl phase ( 3  years £sox in;tictioc). " . T I C )  

state3 ysrpose of the eval~ation was to a s ~ e s s  the progre6s of t!ie 

pzoject and to ?cepare deteiled plans of future ac=ions supportive 

of achieving project objectives. The initial CLIJSA Multiyear 

Opcratio~ Flan (1978-85) Etates that such an evaluation "vill be 

un~ertaken in the ccntext of the Project Evaluation Scncary format 

a6 outlined in iianabook 3 Section 5-l(2). in 60 Ear as i c  cornpl~nen:~ 

Ehe eva!uaticn methodology designed by CLUSh and that of KDDB/ 

OVOWN. The agreements tpecify that the evaluation be conducted 

jointly by h 9 D B .  the Government of India, USAID and CLOSA. 

The overall scope of the evaluation with which the evaluation team 

is ckar9ed is a s  follcws: 

. 
A .  A ~ S e 6 6 ~ 3 e n t ~  3f achievements against initial and revised 

objectives. 

2. Anaiysiii c f  the relationship of external factcrs and provision 

of inpc's to the achievement/non achievement of objectives. 

- 
2 ,  knaly~is of prospective achievenent of end-of-project 

objectives (o~tputs. purpose acd g o ~ l )  in relation to: 

( a )  achievements C E  of end of Phase I: 



( 3 )  changes in external f a c t o r s ;  and 

(c) changes in initial project assumptions. 

4 .  Analysis.of direct and indicect impact of the project on  

immediate and other beneficiaries. 

5. Identification and analysis of positive and negative unplanned 

effects o n  social structureu environment, health, technical or 

environmental elements. 

6. Summary of lessons learned in relation to project 

implementation strategy and methods. 

7. Assess~ient of project effectiveness. efficiency and economy 

using generally accepted acdounting ratios and cost benefit 

analysis methods. 

8. Reconmendations related t o  Phase 11. including: 

(a) Alteration of goals, purposes and output objectives as 

well as input requirements, 

(b) Modification of project strategy and methods. 

(c) Specific planning, management and technical issues 

identified. 

(d) Policy issues (internal and external). 

(e) Requirements for, and alterations of. governing 

agreements. including: NDDB-CLUSA Memocandurn of Agreement, 

USAID-CLUSA Transfer ~ u t h o r i z a t i o n  and CLUSA Multiyear 

Operational Plan. 



h ~ulii-2iscip:inary tea; consisting cf  ~ i x  experts resruite2 by 

CLUSA. one p r o v l d e 2  by t h e  Goveznment of India, !Yir.i~try of 

kgrictlture s r . Z  one yrovided by NDDB/OVObi consti~.;:e? t::e e v a l u ~ r i o r .  

team. The s i x  t e a n  menbers recruited by CLUSA includct the 

foliowing Clocipline~: Agronomi~t (sub-tropical oilseed), Oiloeed 

Processins Tech~ologit:. Oilseed/Oil Marketing Economis~. Financi~l 

Hanagenent, Coope~ation/Gzover Services/Extencion. and General 

H6nagenent. 

Specific r?sponslbilities for evaluation of various componects of 

the project were aiiocated among the teax menberc on ;he tasis of 

inzividuai skills and interests. While major responsibility vas 

assumed by each tezm membe: for some conponents of the project, the 

inter-relationship among the components required considerable 

cocrdlnation 2nd icteractioii aRoncj the tean menbers. 

The evaluation team assemble0 in Delhi on May 12 and 13th for a 

briefinq by USAID, CLUSX and the Government of India and proceedei 

to Anand on H;y 15th. The NDDB/OWOW provided team n e ~ b e r s  with 

Cccurner.taticn on the progress of the project up to Mzzch 1983, an2 

briefet the teac on the hnand patiera a s  it had evolved fzom the 

K a i r a  Cist~ict Cooperative Xllk Troiucers' U n i o ~  estatlished in 1 3 4 5  

to the estzb1ishmer:t of K382 and aperation Flood I and 11. The reac 

spent t h e  next four d i y s  examining p~oject activktiec in the 



- t SaurasAtra rzgion of Gujara:. L . I ~ S  !ncluded ze2ticqs with CXCFZD 

(the S;ate Oilseeds Grovers' Cooperative lederation), =anagora of 

the processing plants, members of primary oilseed growers 

coopezative oocieciss. State Government officials and vi6its to 

project farms and State and National aesearch Insiitaticns. The 

state federations provided detailed reports on accomplishments u p  to 

March 1983. 

Following the tour of the project area in Cujnrat, the team returned 

to Anand for two days. During this period additional i n f o ~ m a t i o n  

was obtained from NDDB and OVOW staff. More detailzd planning of 

the evaluation process was started and revieved with representatives 

of CLUSA and USAID. 

The team spent three days in Madhya Pradesh. three days in Tamil 

Nadu, one day in Karnataka and t.wo day6 in Andhra Pradesh meeting 

with State Fedezation officials and staff, Staf:e Government 

officials and, where possible, exainining project facilities and 

activities in the field. Current reports wsre provided on project 

activities in Madhya Pradesh and Tamil Nadu by Federation 

officials. The States of Karnaeaka and Andhra Pradesh have made 

strong commitments to participation in the project but have not yet 

begun operation. In both States the team w a s  advised that the State 

Federations would become operational within the next sonth. 



Foilovis~ the visi:c to c:ate federations t h e  t2am retdrned t o  Anand 

to d r a l c  t h e  re2czt. k briefing v a s  he12 with 3:. Kzzieri ~ r . 2  3:z f f  

of the t+ i iDb/QVOX on the <raft repcrt b e f ~ r e  lesvisg R z a n d  OR 2:ne 

16th. The repcrt w a s  f i n a l i z e d  and findings w e r e  p r e s e n c e 5  t~ us&:> 

and the Goverzaest of India during the veek of June 20t5. 

Hi2hlisht6 of the evalusticc findings are sumna~ized in ChapLer 1 1 .  

k ncre comprehensive discns6ion of each project component is 

included in Chapter 1 1 1 .  This includes assess~ect of achievements 

up to t h i s  t i ~ e  (Phase I), problems and iszues affectic~ ~rojec: 

perfornance, p r c s ~ e c ~ s  for achieving end of project goals sn3  

recacmendation~ relative to the remaining y e a r  of the p r o j e c t .  An 

e-~aluazion of the finanrial aspects of the project is presented in 

Chapter IV. 

I t  became clear early in the evaluation that, with tine con~trai;lts 

and linltations of available data generated by the project, it w o u l d  

not be possible to completely satisflV all of the require~ents of t5e 

scope of work. Zc particular, it seemed that v e r y  littie cocld bs 

s a i d  at this time regarding the impact of the project on imme2la:e 

cr ~ecofilary beneficiaiies cr the effects on social structure, the 



envirocment. health, etc. The Team noted thaC grower nernbership ~i 

the cooperative societies was drawn frca a croas section of the 

forming community. with participation of small fazmers in about the 

sane pro?or:ion as in the rural comunity. Therefore i f ,  as we 

expect, there will be significant benefits to grower nembers the 

small farners will share in those benefits. 

The Management Infornation Systex (HIS), which will be an important 

feature of the project, is now being developed on a pilot basis in 

the Gujerat Federation and will be employed eventually throughout 

the project (see Section I11 B). This should be the 2rincipal 

instrument for generating infornation needed, not only for internal 

management decisions but. for assessing the economic and social 

impact of the project. 



T h e  Oilseed6 CZOY?:E' Cocgefative Project i~ an Icz~ins;ive an5 

ambitious u n d e ~ t a k i n s .  I t  is basic3:ly well d e c i g f i e d  and, in 

general. is being vell implenented. The ailseeds ant Vegetable 011 

Wing cf hPD9 is staffed vith talented and highly xo;ivated personnel 

and the project gets strong support from the technic81 ani setvice 

departments of h3DB. 

Achievements d u r i n ~  the fi:st thzee year period of t h e  ~ r o j e c t  have 

fallen shozt of original (and revised) targets in areas iike 

production enhancement, cooperative society menbetship snc? 

procurement. Nevertheless, the performance of the project has been 

impressive considering the problems that have affected it. 

3 n e  of the issues which has impacted upcn the neasurenent of prcject 

success is the ctarting Cate of the enterprise an.d the tine frame 

involved. The orisindl MYOP had assumed that sevsn 6tate 

federations vouid begin ~irnultaneously in 1979-80 and receive 

differen: forns of financinq for seven years. This bid not happen. 

so the project goals t h r o u ~ h  the thiid year of the project nust be 

assessed ic terms of what has actually been achieve? within the 

constraints imposed S y  external factors like a c a t e  governseats, 

USAID. natural cz?anities, etc. 



. . Becausg of delays in receipt of the rn::iai shi?rnent g f  donated oils 

aad fi~rth?r delay in tne distribution and s a l e  withi3 India. f ; i n d s  

generated for financing project activities did noi become available 

uztii 1980-8:. ?ortunate?y, NDCB/GVCW had aire3dy dcne mu-h of the 

preliminary planning a s  a pre-project investnent to tne fo:3a:ion of 

cooperative societies, and the organization and staffing of state 

federations in Gujarat and Madhya Pradesh proceeded rapidly during 

this time period. 

The state governments of KaznataXa and Andhra Pradesh had 

reservations at first about the strong role of CVOW in the project. 

They were concerned about the degree of independence the state 

federations vould have frcm the state governments as exists within 

the Anand cooperative model. Cnly within the last few months have 

those two states taken the necessary steps to begin organizing the 

growers', coo?erative societies and making their federations 

operational. 

xisunderstandings developed early in the ?raject SeLween NDDB/OVGW, 

CLUSA and USAID over certain provisions of the project agreeneats. 

There has been a continaing argument, for example, regarding the 

jurisdiction of the US Inspector General in India. It is a question 

of whether auditors spoasored by the U.S. Govecnment must review the 

f!nancial records %hen chartered accountants within India are 

available. This is viewed a 6  an infzicgemect upon the soveraignty 



rgreemen:~ signed between USAID an2 other coun:rie~, the 

in:e:pretarion of cuZit risbts t o  the silb~tantiai 232 csn:Zr,uin~ 

r e f l o v ~  involved ic this project creates a uciyue ~rc3len. 

Negotiations znd di&=a6sions were pzo:onged. E~hnwk.ile o i l  

shipnents vere su6pen?5d. Yncertainty about the outcone, the 

possibility thaz su?port for t h e  project night be tersinated, caused 

NDDB/OVOW :o take the prudent precaution of minimizing orgznization 

expansion efforts an2 infrastructure invc~tment:~ and to consoli2a:e 

achievements alreaZy made. 

There vere other unfo:seefi nirfartunes. a late monsoon.snd severe 

storm deva~tated much of the kharif seacon groundnut crop in 

Gujarat, slowing organizational progress and reducing groundnut 

procurement sharply in thac state. 

These setbacks causec deiays that made !i i~possible to achieve end 

of ?reject goals by 1985-86 but Lay have helged t o  insure ultinatc 

success of the project. ImporCznt les6ons hsve  been l e a r n e d  because 

of t3e experiencec with the federations of Gujarzt (GROTEE)  an5 

MaZhya Pralesh (OILFED). Much has been learned related to 

procurement of raw materials, achieving individusl and society 

menbership targets, zroduction enhancement. ma:Xe;ing, cspital 

construction. etc. 

The following vill be ; sumn3:y of the a D r e  important findi~gs of 

the evaluatioc. 



The straczgies employed were to acquire and renovate existing 

processing piant facilities and t ,o  construct new ?:ants with the 

latcst technology and machinery. This, it was assumed. vould enable 

=tie federations to compete vita t h e  private oiltzeed processors. 

The capital investment for processing facilities acd the fixed costs 

of operating are relatively high in India. This necessitatss a high 

lcvel of utilization of the facilities to keep the unit costs of 

output competitive. Difficulties in procurenenl: and the lack of 

adeqcate storage have contributed to the inability to operate the 

?lants 300 days a year. 

The handling of materials for i.ncoming oilseeds, in-process 

materials and finished products is uneconomical. This is all done 

manually uich gunny bags. The entire process should be mechanized. 

particularly the operation of the solvent plaat to extzact the cake 

a s  it is produced. This vill save labor, im?rove the solvent 

extraction efficiency, improve the quality of the solvent extracted 

oil and eliminate the expense of buying gunny bags. 

9 

Hexane losses are very high in solvent plants. This is usually 

caused by intermittsnt ?lant o?erations which results from a lack sf 

raw materials, ,instlfficient electricity, power Cailuzes and an 

imbalance becueen the production of csLe a ~ d  the needs of the 



6oiver.t plant. :he ~ e : o n Z  major coai~ibutor t o  the h i c h  h e x a ~ e  

losses are the limi:e2 capacitiec of the eonden~ing equipsten: and 

m cooling ~ y s t e r s .  . h e  new plants vill have refrigeraticc e q u i ? r e n r  

vhich vill reduce :his problen. 

Although the Government of India has endorsed Coo?erative 

Development Pzogram. there is a problem with the cumbersome 

proceCures required to obtain licenses to establish and operzte 

proces~ing plants. Tne ninimun period of time is 12-18 nonths tc 

secure the a p p r o p ~ i z t e  a?proval of the diffe~ent local, state a z c  

central authorities. 

One feasible short range sclution to the poser failure problea is a 

generating system vhich uses groundnut shells a s  an energy o o u r c e .  

The shells are actually converted into pellets and burnt to produce 

a gas that vill run a gas engine generator. 

The pzoject planniriq bein5 perforsed by NDDB staff and t h e  state 

federations is quite g o o C .  There is a good ra2port between the 

groups an2 their project plans are technically sound. 

Financial Hanazement 

The financial pianning, long an2 short tern, is very wesk wi:t,i;. 

OVOW, the state federations, inclvding the Boards of Dit~ctcrs. and 



the processing plants. There is lisited budget vork performed 

before a fiscal year begins, very little inonitoring of expenditur.~ 

during the year and no long term projections of costs and revenues. 

while it is true that the state federations have audited financial 

statements, they do not segregate by ledger either the receipts or 

disbursements of funds to NDDB/OVOW. This is important if OVOW is 

to be able to manage the project funds more effectively. There must 

be a n  audit trail to relate budget and expenditures by action item. 

The state federations should be divided into geographic regions, and 

the processing plant unit managers be given semiautonomous 

jurisdiction within their area. This would provide for more 

decentralization and permit the unit manager to exercise his 

discretion in raw material procurement to maxinize plant 

utiliza'tion. The profitabiiity of the plant is; related to the price 

paid for the raw material, the selling price of the finished product 

and the maintenance of a lov fixed cast per inetric ton. A 

computerized financial planning model is needed to assist the unit 

managers in forecasting the cost of processing. 

The budget requirement to fully fund all planned state federation 

for a period of seven years is Rs. 322 crores. There is a budget 

deficit of 9s. 61 crores which can be reduced to Rs. 48 crores by 

1999-90. It is recommended that this difference be made up by 

making available about another 37,000 K of soybean oil above the 

160,000 KT already approved. 



The W O ?  b u C $ e t  =hcx:d be :eclas&ified into che three ~ajo: pcr?c6es 

or ectivities being supported: deveiopnental: operational; an2 

capiza:. This vcc;d pzovide the nacagenent of N 3 0 B / O V W  vitn 

ta=ircun flexibility i2 mznhgicc the funds. withcut zestcicticn. 

within each ~a j o r  purpose. 

The maximum procurement 6Upp5ri available to a federation would 

decline each year thzough year seven, when eligibility expired. Tne 

interest :ate charged for the loans would Escaiate each cuzceedin~ 

year until the rate s c  year seven equaled the rate of the commercia? 

len2ing icstitutions. 

The federation share capital provided by OVGW 6houid be relate? to 

the success a federation has in achieving i : ~  indivi~ual and society 

membership. Otherwise, there is no incentive to work a t  cooperative 

organization and development in the short term. 

A cadre of professional f i n ~ n c i a ?  analysts are neeced imoediately 

within OVOW. This core stzff could then be utilized to tzain, 

educate and improve the quality cf the personnel at the federaticns. 

Proc!uction E n h a n c e n e n t  

It is no: ?ossib?s to a ~ s e s s  t 5 e  irzpazt of the prcducti3c 

enhancement programs on  increase^ in y i e i Z  over the c h e r t  time 

period since these activities v e z ~  szarte?. Thus, t h e  a ~ s e s ~ m e n t  is 

in terms of :he potential s n t  t h ~  pfospects thdt, ulth the s t e p E  

. . beir:g taken by the f e Z e r a t i o n s .  z ~ z i  Gain€ will be re&-izez. 



The ?otential and pros?eccs aze quice different f q r  a a c h  of the 

partici~ating states. in Gujarat eighty percent of the groundnuts 

are grown un3er rainfed conditions in an area with lox and uncertaia 

rainfall. Zxce2t in irrigated ar2as large increases i n  yield should 

not be expected. 

Failure of the state to allocate land made it impossible to 

establish the planned agronoaic center, which was to be staffed by 

research personnel to do varietal trials and adaptive research. 

Fortunately. considerable research capacity exists in Gujarat. at 

the Gujarat Agricultural Universit.y and at the Natio.~al Reseazch 

Center for Groundnuts at Junagadh. 

Hadhya Pradesh has made a good start in the prodi~ction enhancement 

program. It has given high priority to providing high quality seed 

of iaproved yellow-seeded soybean varieties. A 70 hectare farn has 

been transferred to the federation for a district demonstration 

farm. Anothsr 107 hectare fars is being transferred for use as an 

agronomic center. The federation has strong professional 

agricultural leadership for its research and extension program. 

Large numbers of field trials and farmer demonstrations have been 

conducted, with consistently good increases over the state avesage 

yields. It agpears the technolog'y is ia hand and the research and 

extensign staff in place to make rapid progress in increasing 

production. 



Im?lementation of tne productioc en2ancement program in C a ~ i l  Nadz 

h a s  been 6lov because of the prolonged drcught. Land has been 

transferred tc the feCeraticn for several district farms and z n  

agronomic center. In addition, work h a s  begun is producing 

foundation seed f o i  icproved vazieties. 

There are a  nunber of production enhancement suggestion6 c?plicable 

to all the federations. (1) There should be a ctrategy to stabilize 

annual yields a: moderate levels in rainfed areas rathez than trying 

to s~b6tantially increase them. (2) There should be advanced 

planning to ensure early results from research efforts. In this 

context, the National Research Institute for Groundnuts should be 

urged to develop shor: duration varieties of disease resistant 

groundnuts. (3) Hydrclogical surveys should be undertaken of the 

entire projec: area to identify locations suitable for groundwater 

exploration. ( 4 )  Studies should be initiated on inexpensive. lov 

energy usage, highly efficient means of water distribution on 61~511 

farms with wells. (5) Each federation needs a Ph.D. level staff 

menber at headquarters to act as a liaison betveen the federation 

and research organizations. Moreover, this individual would plan 

and supervise applied research and demonstration programs. (6) Each 

village level society should be provided with storage facilities fo: 

icput6 (pesticides, fertilizers, oilseeds). ( 7 )  The input 

distribution system shocld be managed so that each member grower 

gets his inputs in ~ i n e  and in sufficient quantity. 



?r~c'~temcn: S 3 o c 3 t  iocs and 7 i n a n 1 ;  

Procurement conducted under the prcject is intended to provide a n  

sssured an? r2mxnera:ivo narket for farmer members to su2pozt 

pr5duction enhancemezt efforts, and to provide a d e q u a t e  sx?plies cf 

r a y  materials for the efficient o3eration of project p:ocessing 

facilities. 

Levels of procurement achieved by the project have been beiow 

target. Delays in project in2leme~tation in several states explain 

auch of the procurement shortfall, but many procurement indicators, 

including pcocuzeiaent per farmer, per hectare, and average farm size 

have been below target. Procurement from farmer members is likely 

to be subject to considerable year to year variability because of 

the vulnerability of primarily rainfed production to the vagaries of 

monsoon rainfall. These findings have possible inplications for the 

amount of total processing capacity that can be efficiently operated 

project. the optimal size of individual plants, and fcr 

procurement policies. It is postibie that less total processing 

capacity vill be appropriate and that smaller plants will have a 

greater chance of running at optimal capacity. It may also be 

necessary to adopt a policy of procuring and se1.ling raw materials 

in the open narket in order to balance procurement with processing 

ca?acity. Yhere surplus processing capacity exists. vhich appears 

to be the case in many regions of India, it may be advisabie for the 

pro!ect to be in the position of  selling S U Z ? ~ U S  raw materials to 



tha: excess ca?acity, r a r h e r  tklarA t,: be I 2  t h e  positlr:n of :ay iR;  iL 

competition ui=k that ca3acity. These  findinqs, couple3 virn the 

fact tk.ac ~ r o c u r ~ m e n t  levels viil Likely be very Cif:icalt L G  

project with ce:trir.ty, suggest I t  m;y be better fcr.the pr3jec: t c8  

- - err on the side of ucdez-investlnq i~ ~:ocesslng ca2acity. n 3 * e v e r ,  

it is zeconmended that these issues Le the s ~ b j e c t  of careful zcc  

ongoing opsratiocs research by the prcject. 

There is no vay that the currently budseted revolving fund for 

procurement is adeqtate. It i s  likely that there wculd be 

sufficient f u c d s  if N9DS/CVC+W is given the f1exibili:y to shift 

funds freeiy within the m j o r  purpose capita? to meet  prorurernent 

needs. With more flexibility in rhe  capital bndg21. greater 

utilization of various financing nechanisms, and a phased-in 

incr~ase in the use of comercia1 borrowing for procurement, current 

project resources should be sufficient to ficance targeted 

procnrenent. 

Procurement pricins paliciec adopted S y  =he Fiare federations h a v 2  

varied but havs, typically, been aggressive in t t a z  they genezally 

pay above market prices. It is not clear at this poict thzt the 

project's asszrnption o n  marketing narci::s is eccurdte and that t h e  

federations can continue to pay hlgher rav miitezial ~ r i c e s  ant still 

earn profits in product marketing. It is ~ l s o  nct cicar t C z t  

0fCerir.g e v e r  h i s h e r  p r i z e s  I s  an e.1Eicier.r n e ~ c ~  of Increzsln~ 

praCucticn. It is recomrrnac-8 thzt t h e  ~ r c j e c :  i 3 i0? t  a t : i i f ~ ~ ~  



?zicicg 2c;icy based on 3 a i L e :  ~ z l t i ~ g  an2 conc2nirate on ?:?-~idlng 

and yields t h r o u g h  

a greater likelihocd of achieving the ?roj?ctls goal 05 enhancins 

bo:3 groducer and consnner welfare. 

Harketinq O~erations, Research and Testinq 

Project rnarzeting activities, including saies of docated oils and 

comnercially inported oils, are intended to Generate iaost of the 

funds iiecessary to capitalize the project. ?let revenues earned from 

donsstic an6 international sales 3 f  project-2roauced products are 

eventually intended to be suffici~nt to fun; the davelopaental 

activities of t5e federations. princi?ally productiss enhanceaent. 

Other planned rnarkeiing activities include ths operation of a buffer 

stock to stsbilize prices, marks: ~e.;earch 3 3 d  testing to develop 

new products, and collsction and azai:~sis of sarket information. 

Xey assumptions involve t h a  dcnestic sales price ot donated oil, the 

net returns fron saies of cornmercial?y imported o i l  and, nost 

irn2ortant to the 2ventual financial independence of the pzcject, the 

net revenues to be earned frcn sales of pzoject-produced prcdxcta. 

Sales of donated oils have beec belov target because sf delays acd 

i n t s r z x p ~ i o n s  in-the rscsipt of donated oils, and slower than 

ex?ected orjariization sf = t a t s  federations. Trices receive? for 



d o ~ a t e d  o i i ,  howeve:. h z v e  b e e n  a b o v e  t k e  o r i s i n a ? l y  e s r i n a t e d  3s. 

j j O C / t o n ,  a  :ac;or w h i c h  336 l e d  :z c5nero3s ?roblens c o n c e r n i n g  hou 

% h e  ' e x c e s s '  f u n d s  shoa:d be  u s e d .  I n   chi^ I e g s r ?  i t  i~ h c t e d  t h a t  

t h e  omoun: by w h i c h  a c t u a l  p r i c e s  h a v e  e x c e e d e d  t h e - i s e u n e d  p r i c e  

. . ( w h i c h  was s t a t e d  i n  1 ? 7 2 / 7 9  r a p s e s j  i s  r e 2 u c e d  s c b s t a n : i a ~ , y  ~ n e z  

t h e  d a t a  a r e  z d j u s t e d  f o r  i n f l a t i o n .  The  ' e x c e s s '  r e v e n u e s  a r e  

l a r g e l y  c o n s i s : e n t  w i t h  i n f l a t i c n a r y  i n c r e a s e s  i n  p r o j e c :  o p e r a t i o n  

c o s t s .  R e v e n u e s  i r o n  t h e  p u r c h a s e  a n d  r e s a l e  o f  c o m m e r c i a l L y  

i n p c r t e d  o i l  h a v e  n o t  n a t e r i a l i z e d  a n d  p r o b a b l y  w i l l  n o t  m a t e r i a l i z e  

b e c a u s e  o f  t h e  G O I ' s  d e c i s i o n  r o  c a n a l i z e  a l l  c o m m e r c i a l  v e g e t a b l e  

o i l  i m p o r t s  t h r o u g h  The S t a t e  T r a d i n g  C o r p o r a t i o n .  

I n v o l v e n e n t  i n  l a r g e  s c a l e  b u f f e z  s t o c k i c g  o f  e d i b l e  o i l s  i s  no 

l o n g e r  a v i a b l e  o p t i o n  f o r  t h e  p r o j e c t  b e c a u s e ,  w i t h  t h e  

c a n a l i z a t i o n  o f  i m p o r t s ,  t h e  Government  is  now p e r f o r m i n g  t h i s  

f u n c t i c n .  P r o j e c t  p l a n s  h a v e  b e e n  r e v i s e d  t o  i n c l u d e  t h e  contest of  

' 1 o c a : i z c d  b u f f e r  s t o c ! i s '  t o  ' s t a b i l i z e '  p r i c e s ,  S u t  i t  i s  3 o t  c l e a r  

t h a t  b u f f e r  s t o c k i n g  i s  a n  a p p r o p r i a t e  a c t i v i t y  f o r  t h e  f e d e r a t i o n s  

o r  t h a t  t h e  f e d e r a t i o n s  c a n ,  a t  t h i s  p o i n t ,  a f f c r c l  a n y t h i n g  o t h e r  

t h a n  p r o f i t  o a x i n i z ' i n g  d e c i s i o n s  r e g a r d i n g  t h e  d i s p o s i t i o z  cf s t o c k s .  

B e c a u s e  of  s t z o n g  d o m e s E i c  d e n a c 5  f o r  e d i b l e  o i l s ,  t h e  rc.azketing of 

p r o j e c t - p r o c j u c e d   oil^ a t  r e m u n e r a t 5 v e  p r i c e s  has  q e n e r a i l y  n o t  S s e n  

a  p r o b l e m .  O c c a s i o n a i  s t a t e  goverr ,ment  movement r e r t r i c z i c n s  an2 

r e q u i r ~ m ? n t s  i o r  s a l e s  t o  t h e  p u b l i c  d i s t r i b u t i o n  s y s t e n .  s o r e t i n e s  

a t  b e i o v  m a r k e t  p r i c e s ,  p o s e  t h e  5 r e a t e ~ :  p o t e n t i s l  E h r s a t  t o  t h e  



. . - . , e  fz5erszlans. 3 e i 3 : i * ~ e : y  z z s k  p : c f i t a b L o  nazkltinq oE 31,s by - -  
domes:ic <?nand a?,d prices L 3 z  >rotein n e a l z ,  a ;)srsis~en: 2 r o b l e n  

in t h e  Inciian oilseed ecanony, zepresec: zo:t cf a n2r::stiz~ 2rsSiem 

to t 2 e  2rsj2ct. T h e  dsvel:pnent i f  hiq:-!s~ p r i q c 2 2  e::?ort narks-s fci 

prottin meals f ~ :  livestock : 2 ? 3 i n j ,  ar.2 ki1:;-.er-value",domeatlc us2s 

for protein aesl as human food would contribute si~nificsntly t9 

irnpz9vsd narke:ing nargins and, posaioly. re2uced pressuze on oil 

prices. 

The collection and analysia of marklt information t o  s n ? ? o r t  

marketing and planning dtcisioas is now conducted primarily at the 

federation level. Accurate anaLysis a n d  forec3st;ia: of market 

trends will be important t s  t h e  s-~ccess cf t h e  .p~:oject because of 

the volatility o f  tke Indian oilseed economy. Centralization of 

market info~nation, analysis and forecasting functions with a group 

o f  .dell-train?d analysts, havinq access to the NDDa cznputer, coulC 

r e d u c e  :he cost cf  good informat.ion a c a  give the federations a 

con?e:ltive advantag2 in ths market. 



The oriqinai m i l t i y e a r  o p e r a t i o n a l  p lay .  i c c l u d e ?  seven  majo r  

components  t o  be f u n d e 3  o u t  o f  :he r u ? e e  c u r r e n c y  g e n e r a t e d  3 y  

t h e  s a i e  of  t h e  d c n a t e d  s c y b e a x  o i l .  ?he vzlze of  t h a t  o i l  

was ?egged a r  t h e  l a n d e d  v a l u e ,  R s .  5 , 5 0 0  p e r  t o n ,  and  uas t o  

be d e p o s i t e d  i n  a " S p e c i a l  Accounz" .  A c t u a l  c u r r e n c y  

g e n e r a t e d  s u b s t a n t i a l i y  exceeded  R a .  5,500 p e r  t o n .  NCDB/OIJGW 

p r o p o s e d  t c  ? l a c e  t h e s e  a ? < i t i o n a ?  rupees i n  a s l n $ i c g  f u n d ,  

wh ich  i n c l u d e 2  a n u ~ b e r  of o t h e ~  inve6 tmer . t  i t e n s .  Since t h i s  

p r o c e a c r e  d i d  n o t  c o n f c r n  t o  U . S .  G ; ~ ~ e i n n e n C  accoun: ing end  

a u t i t i n g  r e g u l a t i o n s ,  t h e  N P D E  a g z e e d  t o  s s r a S l i 6 5  a  s e c o r 2  

62ecial a c c o u n t  t o  v h i c h  t h e s e  e x c e s s  f n n d s  would be 
a. 

d e p o s i t e d .  F i v e  a d d i t i o n a l  component 's  v e r e  i n c o r p o r a t e d  i n t o  

t h e  p r o j e c t  a s  s e p a z a t e  S ~ d g e t  l i n e   item^ f o r  t h i s  f u n d .  I n  

t h e  f o l l o w i n g  t s b l e  t h e  f i r s t  s e v e n  i r a n s  w e r e  i n c l u d e d  i n  t h e  
P 

o r i g i n a l  b u s g e t  ( S ? e c i a ?  Account  I ) .  The l a s t  f i v e  i t e m s  a r e  

t h e  n e w  a c t i o n  i t e n s  f o r  u h i c h  f a n d s  a r e  d e p 3 ~ i t ~ d  i n  S p e c i a ?  

Account  I I .  
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while the b u 5 ~ e r  pzcjects achieve~e:ts iex??r.ditcres) over a 7 y e a r  

period, beginni~; v i t h  Troject Y s a r  1 S 7 Z - E C  throcqh Project Yea: 

2985-86, the teas t.as 2ifficul:y in making r c s a n i c g f x l  assessments c f  

e ~ ~ 0 n p : i ~ h m ~ n t s  assinst those dates. K-iereas the MOificial" start 

up Cate is consl2ered Zuce, I S 7 5 ,  v i t h  c h e  arrival of the f i r s t  

shipzent 3f docate2 s o y b ~ a c  oil f ~ o m  the Ynited States, sevezal 

mocths elapsed before the oil bias distribute2 and began generating 

rupees for funding project aciilvi:~~. Actual project activities 

did not get undervay ic Gujarat and Madhya Prazesh until 1980-81 an3 

in Tamil Nadu l981-82. While coahitnents w?ze ~ a d e  by the 

Governments of Karna2aka and AnZhra Pradesh, only recently have they 

taken the necessazy ste?s to b e g i n  inpienentation in 1983. In viex 

of this, the evaluation tea3 found it difficult.to assess 

achievements in all elements of the project againsr the initial or 

revised planned tarcets based on a 1979-80 start-u? 2ate and project 

completion by the end of seven years. 1995-86. Only two fede~atlons 

can be said to have coa??ete2 t5ree years a f  o2eration (Phase I) at 

this time. Tvo of the =ta:e feZezatlons canzat cozplete their fi;st 

phase before i 9 8 6 - 8 7  2nd will complete seven ysars of im?lenentation 

only by 1990. There is no v a y  that p z o j e c ~  goa;s a s  se; out in the 

multiyear operations1 plan can be schisved by 1 9 8 5 - E 6 .  Tney cac 

probably be achieve2 by 1990, vhon eac5 of the state federations 

vill have opezared for seven years. 



:A t 3 e  foll~wizq ;?c:icn 2 3 ~ 3  G E  :hi? 5 y s l v 2  ? ~ = ; P c :  r 3 3 2 a n e r ; s  n i i : :  

bs d i s c - ~ s s e 2  i a  tzras of a ~ c o m ~ ? i s t 3 e n r s  to d3t2, lessans l ? a z n e d ,  

problems i d 9 n t i f i e d .  i n p i i c a t i o n s  Tor  a:hievi33 en? zi P ~ O ) Q C C  g o a l s  

acd  r e c o m z z n i a ~ i o n s  wit5 r e s ? e c i  t o  xocifFca:ion 02 z t r a c e q i , s s  o r  

tazgets 20: ? h a s 2  I 1  o f  t h s  ? f o j e c ~ .  



The ovez3ll objective of t h e  prccecslng ccz?onent of t?.? 2roject is 

tc 2roviOe efficient fscilities to trzn~pori, ~ t c r e  end process the 

farmer cooperative menbezs' proexc~icc. The prDcessin5 com2onent is 

a major s t e ?  in the vertically inceccare2 s y s t e n  of produc~ion, 

procurenent. procsssing and marketing foz the general purpose of 

improving the income of the fzrmers. 

The primary strategy plannez for ~Yzieeuir:~ this objective was to 

acquire existing processing facili~ies and the aolnt 

of being efficient, veil balancet operating snits or construct 

completely new facilities as a~2ropria:e. Stora-ge and 

transportation systems were included to serve the farmers ai harvest 

time and provide the processing units with oilseeds sufficient for 

operating 300 or more days per yeai. 

The processinq facilities vozld be c?lversified to p r o d ~ z e  a vailery 

of products from the raw rcaterials and ;ny avail3ble by-products. 

Groundnut shells that nzrnally have little value wozld be utilisea 

to p:o<uce steam and eleciricity. Other by-products ~ u c h  as gums, 

fatty acids, etc., fram :he oils wonld be furrher processed into 

narketable pro2xct6 or sol6 to G:her user&. 

It was proposed to estzblisn t>e processing faciliries in 

concentrated oilseed prca~ction 2 1 2 3 ~  t o ' a s s u r e  the av3iiability cf 



oils?e8s for g i ~ c s s s i a g .  2 2 s s  3 1 3 3 5  aLsa  a;?eazed  t3 be uh?zt 

there was the qra3csst need for iz2roveneri: of :ha f a c n ~ r s 4  posieion 

in sarketlnq th2if production a: a iaiz price. 

The ?Ian was to begin ;he project a; a modest 1 e ~ i ? i  5x.d ex?and as 

indicated by experience and the needs of the concestrated production 

areas. Tais strategy was the saae a s  t h a c  em?lzyed by the NDDB in 

the successfsl "Anand Pattern" to develop ths Zairy industry. 

One of the strategies planned for accornplis3ing th?  goal^ of t h e  

pzoject was the employrent of a group of sxperts from vithin India, 

and abroad, plus a nucleus of the Troject Authori~y H a n a g e ~ 5 n t  

Infornation Gioup to perform an operazicns reseacch stsdy. The OR 

study would consider the various 3hases of the processing comgonent 

as a part of'the study and recommend a'program fo:: storage and 

transport. 

The end-of-project goals for the processing ccmponect of the 

CLUSA/AID financed project vere set at 1.381 million tonnes per year 

of crushing ca2acity and 564,000 tonnes per year cf solvent 

extraction capacity based on a utilization of facilities level of 

330 days opezacion per year; stcrago, tzanspoitation and packaging 

equipment c c s ~ i n g  150 million ru7ezs; a a 3 ,  cattle fsed nilling with 

a capacity of one miilion metric tonnes ?er year. 



These goals included the estabiisn?an: of a Zereazch and 3evelopmen: 

Pzogran to work in coliaboratioc with :he narkezing manaTe: in the 

perEornance cf stutles ic Pzoduct and Brccess  Develogaent and 

Psckaging. 

The quantitative evaluation for the first four years of the project 

will compare projected capacity targets fcr the originally planned 

 element^ of the processing cozponent with the actual accomplishme~ts 

to date. This will provide a measure ~f success of tke project. 

The evaluation includes capacities for other prcducts znat have been 

established but were not in the original projection. This will be 

an indication of the flexibility of project management based on the 

learning process, 2nd to some degiee, project &ccasplishment. 

Cattle feed milling is n3t included but it was a part of the 

original plan. However, nothin? t a s  beer! B9ne to ez:ablish any fee6  

manufacturing capacity to this date. Tkis prodnct was piaced in a 

stete of hold due to technical prcblerr,~ arid to al1.o~ more time for 

other new products. 

Table 1 (Appendix I I I  R (i)) shows that the original target for 

establishing crushinq capacity by t.he ecd of :he fourtk projcct year 

w a s  4,36,000 ionnes 2er yea1. The scccm~?ishment to dste amouzts to 

2.77.2C0 tonnes per ye;r, o r  5 4 %  of  t h e ' t z z g e c .  



The so!vecc e x i : a c t i o n  tar;?: f a =  t h i s  :Inn ? e r i 3 i  * d s s  ;,95,12GG 

t o n c e s  ?er y e a r  a g a i n s t  a n  a c t l l a I  c ~ ? ~ c I ; : J  o f  1,76,550 t 3 n n z s  p o ~  

y e a r ,  o r  904 of t h e  t a r g e t .  

The o i l s e e d  s t o r a g e  t a L g e i  u a s  t c  b a l a n c e  t h e  stozag? capzcicy uich 

t h e  n e e d s  of t h e  p l a c t s  t o  p r o v i d s  f o r  a t  l e a s :  300  d a y s  c f  

o p e r a t i o n .  No o i l s e e d  s t o r a g e  vas a d d e d  d u r i n g  t k ?  f i r s t  y e a r  a n d  

t h e r e  uas none e x i s t i n g  a t  t h e  f a c i l i t i s s  t h a t  w e r e  t a k e n  o v e z .  

However ,  by t h e  end o f  t h e  s e c o n d  y e a r ,  6 , 0 0 0  t o n n e s  had Seen 

e s t a ~ l i s h e d  a c d  by t h e  end  of t h e  f o u r t h  y e a r  c h i s  ha2  b e e n  

i n c r e a s e d  t o  2 6 , 0 0 0  t o m e s .  

O i l  s t o r a g e  was n o t  s p e c i f i e d  i n  t e r n s  o f  c a p a c i t y  i n  t h e  p r o j e c t  

p l a n .  b u t  t h e  ainount t h a t  has been  e s t a b l i s h e d  i s  1 9 , 4 0 0  t o n n e s .  

P a c k a g i n g  was p l a n n e d  t o  be  i n c l u d e d  i n  t h e  p r o j e c t  b u t  t h e  c a p a c i t y  

was n c t  s p e c i f i e d .  The a c t u a l  a x o u n t  e s t a b l i s h e d  vas 6 5 , 3 4 0  t o n c e s  

p e r  yea: o n  t h e  b a s i s  of  3 3 0  d a y s  p e r  yeai o ? e r a t i o n  a t  0 hours c e r  

d a y .  

V a n a s p a t i  m a n u f a c t u r e  was n o t  p r o j e c t e d  i n i t i a l l y  b u t  a n  s n n u a l  

c a p a c i t y  of 2 4 , 7 5 0  t o n n e s  h a s  b e e n  a c q u i r e d .  

O i l  r e f i n i n g  c a p a c i t y  v a s  n o t  i n c l u d e d  i n  t h e  o r i g i n a l  p r o j e c t i o n s ,  

but thz f a c i l i t i e s  t o  r e f i n e  3 6 . 3 0 0  t o n n o s  2er y s a r  h a v e  beec 

s c q u l z e d .  T h i s  is  c o n s i d e r e d  t o  be  a n e  of ~ h e  i :9por+3n: zlements i n  

b a l a n c i n g  L ! I ~  ' u n c t i o n s  of p r o c e s s i n c j .  . 



The Coopeiati~e Unicn of Canada (C7.J:; f i r L z c c e d  facilities a z e  sk3wn 

in tke table to i~dizate the ca?aciiy tha :  they will ad2 to the 

CLUSA/AID project. The rabll s h 0 ~ 6  t h e  ca?acities fo: crashing an? 

solverit extraction arid the tising plancel f3r bringing the CUC 

facilities on stream. 

The program to establish tzanaport 6ys:ems to handle cilseeds and 

oil in bulk form Gas not inten2ed to provide tranEportation for all 

of the bulk handling for the facilities. I t  was planr~ed that each 

facility would purchase only two to f o u ~  k 3 1 k  grain and oil trucks 

and use them a s  a dernonst:a:ion to the industry. They woald use 

them a s  needed but would rely on the 9uSi.i~ andbpriva:e contract 

carrier industiy f c r  practical?y all of their hauling needs. 

Bhavnagar now has four truck6 and mo,re are planned for other 

facilities. This program, a s  originally planned, is aSout on 

schedule. 

The accomplishments tc date include several iir~provernents that have 

been made in t k e  acquired plants and the prggress that has been zade 

on new facilities. The Bhavanagar piant has completed renova:ion of 

the decortication plant and inproved che efficiency by a n  estinated 

60%. A new layout of the oil mill ha6 the 2Lanning completed and 

the work is scheeuled to be done during the c?ow seLson of 1983-54. 

Work is underway c c  seed storage, a nev S ~ i l ? r ,  reglatencnt of a 

hydzogea gas generatinq unit, fi~iahec ~ : o d u c t  and oil storaqs, and 

renovation a f  t h e  2azkaged prodacts storage and offices. 



The Carnnagar f acili t-i inas i n z r  s-ascd cacacl t ; ~  c:, adlii,?;. t%c 

dscortFcators dad replacizg t h e  013 ~::?eilers vith now high capacity 

units. Other work completed includes the addition of oil storage 

and gro!~ndnuc storage, addition of ail packzglng, 3 new b u i i l r ,  

cooling uacer tover, and a 500 :CliA tracsformez. 

The new Junasadh plant is in the process of being completed. It 

will be a 400-tonne per day modern crushing and matching solvent 

extraction unit c~mplete with refinery and adequate storage of 

oilseeds, oil and package? oil. 

0 t h ~ ~  facilities have been startsd up and operated with improve~ents 

in efficiency throcgh modernization of layou? and  the addition of 

new equipment. The additional capacities and the actual processing 

quantities to be added through the first four years of the project 

are also shown in Table 3 .  Appen2ix 1 1 1  A ( 2 ) .  

Lessons Learned 

Taking advantage of lessons learne?, on a long rsage project as it 

proqresses is important. The general lesson learned early in this 

project was that if the cooperative is to ?tovide the intended 

service t~ ths fazners, it is necessary to acquire or create and 

operate all elerrbents of the processing component economiczily and on 

basis. 



The ca?ita: investment for processin? faci1iti46 d n 2  the f i x ? ?  costs 

-L of operaring are relztively h i g h  in ; .?Siii .  *.,is f o c t  neces~lteces c 

high level of utilization of z h e s e  fscilities in order to keep the 

unit C O E ~ S  of output vithin cozpetitlve z a n g e s .  Cifficulties in 

procuremeEc and lack of adequzre storagf h a - ~ e  beec a sisnificant 

factor in the inability to operzze the pi act^ zt 300 days per year 

or more. Crop failures, shortages of f2el. aiecrricity 2nd 

chemicals do happeri and result in inefficient opezation due to iov 

utilization. 

Piocureiaeni operations ~.ust be  supported by alequate szsrEge and 

transport systems to persit piart oper,.?:icns sr ecccomlc utilization 

levels. The storage and transport systeirs vil-L need tc seEve t h ~  

village collection points, intezmediste satellite ctorage and the 

processing plants. A 430-tonne PEE day  >lant should have on-site 

storage of 40 to 60 days oilseedc a3d sver 10C days in satellite 

s t o ~ a q e  bssed on capacity operaticns 2:ri-s : 3 e  bisrvesting perio2s. 

The village collection 3siccs shculd 3916 ::p to :us veeks 

procurement durlns t h e  ?=kk baying seasc?s. Transport systems, 

public and private, should k e  a d e q u a t e  to trans2ort at least Zhree 

times the plant capacity on a dzily basis. 



It has Seen realized that ~r3cssaing facilisios cannot be o2er;:od 

competitvely unless 2ull advantaga is taken of the ability to 

utilise all portions of the ravd material to ~ r o d u c e  the ncst 

narketa512 products. dhen feasible the pz:duc+s shoul2 3 e  2rocessed 

to theiz highest marketabie value and raste or by-prz2ucts should be 

used or sold. 

Materials handling systems a s  they now exist for incoming oilseeZs, 

in-process material. and finished products ars uriecoricxica?. The 

oilseeds are received and stored in gunRy b ~ g s .  The bags are 

emptied as the seeds are processed and the3 reused. Cake izos the 

ex~ellers is temporarily stored in gunny bags :of su?plying c h e  

solvent plant. ~echanization of handling, bulk storage and running 

the solvent plant to extract the cake as it is produced will save 

labor, improve the solvent extraction efficiency. improve the 

quality of the salvent extracted oil. and ~liminate tke expense of 

buying the gunny bags. 

The operations research study reveaied that economies of scale could 

be effected in larger plants and that plants with capacities of 400 

to 725 tonnes per day would be the most feasible size if other 

factors such as procurement and marketing could &upport a 

utilisation level of 300 or nor? days ptr gear of cperation. 

T h s  OR study pointed out that processing technology in Zndia is very 

out-dated and measures should be taken i o  updac? t5e technology of 



new faciliries by in?srtinq s c z c  n e x  ejV:l,zen: s z h v c r k i n q  vith 

Probably the most important of lesso2s lecrxec! h a s  fieen tt.a: 

planning for the estabilshxezt o: c3rnplex srganizations and systsrcs 

cannct be perfect. Origiz~? p l a n s  and estimate5 nus: be s c b j e c r  to 

adjustment as changes in the original as~umptionz r r e  encounte~ed. 

Ccinplex orsanizations o f  2ecp:e vith var isus  tkF11s s r d  z;len:s 

cannot be bnil: overnight. 

I~plicaticns for A c h i e v i n a  Z n 2 - c f - F z c i e r t  ~ Z c a l s  . 

The prospects for achieviog the end-cf-project g o a l s  are good if 

some of the specific goals are ~ltered to lobier c c x e  and raise 

othezs to ultimately a c h i e v e  the caze  s v e r s l l  ?ls:-!ne< end result. 

As inZicated in T a b l e  2, A ? 7 e z d t x  :I1 A i Z I ,  :he ?resent ~ : a n s  L c r  

acquisition/constiuction of crvEhing faciiities will bring the total 

capacity to 768,900 tonnes per y e a r  by the en3 of the seventh 

project yezr. The original ;;:get cf 1,3El.000 tonnes per yeaz will 

not be reached. F u r t h e r  planning for qrowth, ho-sever, indicates 

that 1,346,400 tonnes pe: year crushicg ca?scity k.-ili be zeac4ed by 

the end of J c n e  1959 or w h a r  vould be Z5e C e c t h  year 3f the proj=ii. 



Soivect exrraction capacity vil; came screwhat c?os?r ts reaching 

the original tazget for annual ca?acity. It was 554,000 Eonnes per 

year and the c32acity projected based on current planning is 466,950 

tonnes per ye&z at the end of the sevonth project y e a r .  Also, based 

on curzent planning, the solvent extraction capacity will rtach 

697,950 tonnes per year by the end of the tenth year of the project. 

It should be noted that all capacity quantities for the CLUSA/AID 

financed project are based on 330 days p*r ysar of operation to 

compare with the original targets which were on this basis. When 

compa~isons are made based on more rsaliatiz operating schedules, 

conversions will be necessary. 

The achievement of end of project goals for the processing component 

will have sone effect on the achieveaent of the g ~ a l s  of ?rod-~ction, 

Srocurement and marketing. The processing cornponest is a necessary 

step in the vertically integrated system. It is im2ortant for the 

growers' organizations to own pracessing unizs, which allow then to 

devlelop a technological advantage over the cornpeticion by updating 

exising facilities and constructing new facilities incorporating the 

latest available technology. It provides the production cornponsnt 

with a farmer-owned processing capability that can enhance the 

income of the members. Success in perfornance of economical 
- 

processing  pera at ions will affect the incsntive of the members to 

produce s o z e  and sell nore of their produce to the cooperative. 



hchievemeni cf goals reiatizg io 2;ocessi:~; efficie~cy will also 

effect marketing ac2ievenents. The proZucts mus-be produced at 

costs which allow them tc be s a i d  in co~2etitive markets. 

Scae o: the najo: problem6 that have 5een experienced by the 

processing component are typicai uf the oilseed processing 

industry. Whec a decision is n a d e  tc acquire cn existing fscility. 

the problems existing at the time of the takeov~r become a 

liability. Progress has been made Lr: zorzecting proklems in the 

acquired facilities and the p?anning for new Eacilities ~ i i l  

preclude the repetitioc of previc:~s problers. - 

Hexane losses have traditionally been high in the solvent plants. 

The losses are 8-14 liters per tonne ccm2ared to lcsses In the U.S. 

of 2-4 liters per tonne. The qreatest s i ~ g l e  czcse of hexane losses 

is the intermittent piant operations. The interaictent operation of 

the ~ o l v e n t  piants is due to the lack of rab- ~aterials, irisdffice~t 

electricity to run the pl6n: a s  a gnit. 2cwer failures and the 

imbalance between the production sf czke and the needs of the 

solvent plant. The second major contiibutor to t h e  high hexsne 

losses is ca2acities of the condensinc equipaer.t and cocling systems 

and inadequate ~ i n e r a l  oil recovery systems. Refrigeration 

equipment for the hexane vzpor recovery systeas is being icstz:led 

in the MCW plants to reduce-hexane lashes. 



Safety o: aquipment In soma ~f the acquized solvent p;anzs  is still 

a problen. In some solvent plants Selc-driven pum,ps and speed 

raducers still exist. However, plans zre to change these ucits as 

replacement equipment is available. Some progress has been made on 

this probl=m since it vas first poinied out by the operations 

research study, and this aspect of safety is being taken care of in 

the new facilities. 

13 some of th'e crushing plants the expellers are snall and r e q u i ~ e  

high horsepower and manpower for operation and maintenance. They 

use reverse worms, which are economical only vhere there are no 

provisions for solvent extraction of the cake. The reverse worms 

get more oil out at the crushing stage but the t-ot.al through-put is 

much less. 

Materials handling is mostly by manual labor and is veiy expensive. 

In some instances th2 cake from crxshing is bagged and stored for as 

much as 15 days before it is solvent extracted. The cake should 

never be allowed to cool a s  it then generates fines when it is 

milled which reduce drainage in the extraction process and increases 

the energy required to keep the extractor up tc normal operating 

temperature. 

- 
It vas observed that cleaning and dust coll?ction equipsent aze 

needed in some of the plants. A n y  foreign material such as scones 

and dirt will cause damage and  fast vear:ou: of equi2ment as sell as 

reduce the efficiency of the laSor. 



- .*L - 

Hos t  of t h e  a c q u i r e <  r e f i n e r i e s  a r e  :he barz? .  type 2-t a r e  c: amal :  

- . -  c a p a c i t i e s .  They a r e  e q u i p p e 2  v i t n  2 l s : e  r : i r e ; r  ~ ! 2 l c h  r e r , c i r s  

e x c e s s i v e  x i a in t enance  and Labor f o r  c:ear. lng.  

The Governnons of I n d i a  has  nndozs=.ci : h ~  Z O ? : - . - - ' - ~  d c , o  L 1 ~e d e v e l o ? ~ s - :  

7 r o g r a n .  b c t  t h e r e  i s  6 t i i l  a ?:cb!en cith :i,? c u r . S e r s o ~ e  ;:cccdure 

f o r  o b t z i n i n g  l i c e n s e s  t o  e s t a b l i s h  an? o p e r a t ?  a 2 r o c e s s i n c  plan:. 

In most  i n s t a n c e s  t h e  i c c a l .  s E a t e  and n a c i o n a i  ~ o v e r n l n g  b o d i e s  

r e q u i r e  a number of l i c e n c e s  and pe r rc i t s  whick  u~ :a l ; y  c a u s e s  a y e a r  

o r  = o r e  d e l a y  on e a c h  nev f a c i l i t i y  p r o j e c t .  

Env i r an rnen ta l  i s s u e s  have  n o t  czxsec? any r e e l  d i f f i c u l t i e s  w i t h  

p l a n t  e s t a b l i s h m e n t  c r  o ? e r a t i o n s .  The p l a x L s  & r e  being r e q u i r o d  t o  

i n s t a l l  t r e a t m e n t  u n i t s  f o r  e f f l u e n t  t o  comply rith l o c a l  and  

n a t i o n a l  r e g u ? a t i o n s ,  b u t  t h i s  i s  b e i n g  done  and  t h e  e n f o r c e i a e r ~ t  

~ g e n c i e s  a r e  a p p a r e n t l y  s a t i s f i e s  xith t h e  p r o g r a c .  i n  some of i h e  

g r o u n d a u t  d e c o z t i z a t i n g  0pera : ions  d u s t  i~ z ~ r c b l e a  b u t  u s u a l l y  

more o f  a h o u s e k e e p i n g  p r o b l e m  t h a n  a t h r e a t  t c  p e r c ~ n n e l  hea!ch.  

Nc r e a l  h e a l t h  h a z a r d s  w e r s  o b s e r v e d  d u r i n g  a  s e r i e s  of p i a n t  t o u r s .  

The p rob lem of power f a i l u r e s  and c u t - b a c k s  i n  e l e c t r i c i t y  w i l i  

e x i s t  u n t i l  s u f f i c i e n t  c a p a c i t y  i s  bvi1: 2nd d i s t r ~ b u t e d  =c  t h e  

p u b i i c  end i n d u s t r y .  T h i s  may t a k e  ysars  t c  accarnplisFi.  SCZE 

p l a n t s  h a v e  d i e s e i  c e n e z a t o r s  t o  p r o v i d e  err .erg~nc)r  power b u t  t h i s  ic, 

n o t  o r d i n a r i l y  ec3norn i ca l l y  feacibie f o r  r s b r i n e  ?:!ant o ? e z a t i c r . s .  



One possible skort-range solution to the ?:~c:zical ? ~ s o :  2robltm is 

in t h e  planning stages. It is a generating sya:em ~ s i i l g  groucCnct 

shells as an enezgy source. The groundnxt skells will be converted 

into pellets and pyrolited to prcduce a g a s  thar will zun a g a s  

engins generator. The systeia *dill ?isduce a n2t 750 K'ri 3er hour, 

which vil? be about 30-403 of the reqniremect f g z  the facilities at 

Junagadh, where it is pc~posed to be located. The history c: that 

area foz gower cut-backs is in the range of 30-403. If the 

generating capacity should require additional units ro cover larger 

cxt-backs, the groundnut shells vill be available. The ?lant vill 

produce about 100 tonnes per day when operating. 

. 
Processinq Facilities Performance: 

Table 3. Appendix I 1 1  A (3) is a listing of the plants in operation 

under  he project at this time shoving some of the key performance 

:actors. including utilization. 

The Ekavnagar facility operated the crushing gnit 304 days ic the 

gast fiscal year (April-March) yet crushed only 32,OCO tonnos out of 

a possible 82,500. If the capacity is convertsd back to the 304 

days operated, i: becones 76.000 tonnes. This indicates that only 

4 2 %  of the crushing equipment was running on the average for the 304 

d a y s .  
- 



A conpar is32 a f  she ~ o l v s n t  extractica c i ? a s i  t y  S ~ , D U E  t k .a t  i; 

operated 255 d a y 5  and the cake ev---c:ei & c - C  sz ;  2 2 , 6 2 2  =ccnes. T ~ . E  

snoxnt that could be rua in 256 dcys is 3 2 , 4 3 7  rcc:les. This 

indicates that the plane operated at bbcu: 53; L E  ca?scity uhen  it 

3 2 6  running. 

The oil yield from the crushing opera=ions vas 25 t o  29% of the 

total weight crushed. This yield is less than vhzt iz normaliy 

expected but t3is is not very impoztn6t i f  the s o ? v e n t  extraction 

piant has a good yield. The sclven?. 2xtracticc i ? t . Z t  ~ h o w e 2  2 yiel2 

of oil ranging f rorc  8 to almost L C %  <;;ring the y e s r ~  since t h e  

projec: vas started. This is o5cct what is nsrz2'll.y ex2ezie5 with 

the lox yield from the  expeller^. This mean6 :ha t  the total oil 

from crushing and solvent extracticn of grcundnuts ariiounts tc 30 to 

3 2 9  of the original. v e i ~ h t  ss received. 

k similar com2arison of the other projec: plar's indicates a 50% or 

less utilization of the available czpaclty. 

The oil yields at Anand and Rajkot are not ccm22raSbe tc p1an:s 

running grounZnuts only. These plants are z u n r i n q  b s t h  cottozsced 

and groundnuts, and the materia! run ant c i l  y i e l d s  e r e  not c i e a r l y  

secregated ui:h dzys operated o s  each. 



Materials handling systems as they now exis: for incozing oilseeds, 

lo-process naterizl, and finished products srs unecocomical. 

Mechanization of handling, bulk storage and running the solvent 

plant to extract the cake as it is produced %ill save labor, iapcove 

the solvent extraction efficiency, im?rove the quality of the 

sclvent extracted oil, and elisinate the expense of buying the gunny 

bags. 

Hexane losses are high in the solvent plants. The greatest single 

cause is tne intermittent plant operations. The intermittsnt 

cperation is due to the lack of raw materials, insufficient 

electricity to run the plant as a unit, power failures and the 

inbalance between the production of cake and the needs of the 

solvent plant. The sscond major contributor to the high hexane 

losses is l ~ u  capacities of the condensing equi~aent and cooling 

systems and inadequate mineral oil recovery systems. Each of these 

conditions should be corrected in so far as possible. 

Safety of equi2ment in soms the acquires solvent piants still 

a problem. In some solvent plants belt-driven pumls and speed 

reducers still exit. However, plans are to change these units a s  

r~piacenest equi?ment is available. Sone progress has beec ~ a d e  o n  

this problem since it was first pointed out b y  the opezstions 

resesrch staey. and this aspsct of safety is being taken care of i n  

tke n2w facilities. 



In some ;f t h e  crushin5 ? ; an t s  t2e c%>el?.2zE iife 63511 aac? reGcire 

high ~ S L C S ? ~ _ ~ C V S ~  ar,d manpGwez f o r  oFez;ti:n r n Z  r u a i z t e n a n s ~ .  'Zr,sy 

use zeverse warms, which a r e  scoacmical cnl:- rhere ~ ! - . E z E  2:s r ~ o  

b-7; provisions for s o l v e c t  extraccioc of :he t a k e .  ,.~e reverse i J 2 K X S  

set more oil out aL the crcshiccj s t s g e  5z t  :he t o t 2 1  c:~roujh-p~~c is 

much less. 

Haterizl~ handiing mostly by IcZin~~i labor and is v e r y  

inefficient. In sonie instar,ze~ the cake f ~ o r i  cr-~shtng is bagqed and 

-L stored far a s  much a s  15 Z a r s  befoze i: is s o l v ? n t  e x ~ i 2 c t e Z .  &,.e 

cake should never be allohTe3 t c  c ~ o i  t s  it thsn geuezaZoc  fizes when 

it is millel which reduce d~zinage ic th* ex t : r ac t i . sL  n r o c e s s  ~ n . 2  

increases the enezgy r=q:iro< L O  kee? c n e  L x f r a c t D r  up to n o r ~ ? l  

operatins tenperature. 

There is stiil a problem vith the cunbezscse procedure for obraininq 

licenses r o  e ~ t a b l i ~ h  and c?erate a Fzozeszinq plant. 

In most izstances r h s  local, state and r ~ a : . F o ~ a l  qcverning boZies 

require a number 3f licences cnd p.sznit~ idkic> U S U J ~ ~ ~  causes b year 

or more delay cn etch new faci:ity project. These ;;roc?Cures s h s u l d  

be stresnlined. 



- 26 - 
. - . . Tho 2 : s j l e n  o f  ?owe: f?i:-ui? aza c ~ c - h a c i s  i 2  al3ctr:zr:-f v i l l  ? x i s :  

u a t i l  suffici22i c a 2 a c i t y  i s  >sil t  an4 distzibuia2 to t h s  p u b l i c  and 

iadustry. This may take years to accomplisk. Some plants have 

diesel senzratozs to p r o v i d e  enerqency p o w e r  b u t  t h i s  is nc: 

ozdinarily economically f e a s i b l e  for routins p i a n t  o p e r a c i a a s .  



C X % A S  P r o j e c t  Targets 4.N 23.52 97.W ~ P J  5 i?C.Yj  jgL.Cv,: - - - Cf ? m j e c t  Iargets - bf., .lYd 56.K 132.Cf; - - 
k:al - C!'SJSJ Projec: k g .  j% t t . 5 5  1L3.5; - - - 7:- :'. 

I , - . - ,  

- 
Crigina! targets 
hfcual  

k i g i ~ 1  targets 
&:La1 

* me p j ~ t  year *a-d t o  j * ~ r :  in I?;':' d ~ e  -3 delays .k. g?C:;rq t i e  p r < x t  c ' ; a ~ e i .  -. - 
*a tayat:ties are  based on 33'J h y s  p r  y w r  opera:ion. 

ua G ; l ~ : i i i e ~  am bas& cn 332 days x r  year st  e h w r s i c , ~ .  

BEST AVAILABLE COPY 



- - 

* k s i s  3 3 i  b y ~  ~r year oFr3tlon a t  2 G  h - r s  p r  lay .  
" Lc:s 314 da:-5 per : ~ + r 3 L ~ n r ,  a t  8 k u r s  -p?r i k y .  
.-a- 52 '~  i a l t : ~  s n a c c L s  irr!ude snly nqrgat  h~ ani de fa t ced  ,mdzf:;. 



PRDJECT Y E A S  1979-63  145<)-5; ! 5 6 1 - E "  i?e : -g> 

;. sHAL'K;iGA.?. ( X J K l L  - ?ikRCH!* 

Crush cepacity - GK OR CS*c r 9 . 5 0  or. 5,: E 2 . :I !.I € 2 . 5 9  

. - 5 . 9 5  " '  *, Crush Actual i :. 3- --. ' i j Z . 0 0  

Days Opersced Crushing 9 3 !Us  : jg 3 OL 

Sciv. Ex:?. Capacity 09.50 ~ 4 . 5 0  i S . . 5 ?  L0.53 

G a y s  Opcrsted S o i v .  Extr. 5 10c 1 7 5  2 5 t  

, - Oil Kecavery - Expeller (2) 2 7 . i i 2  2 C . !  , 25.15 2 5 . L 5  

Cil Recovery - Solv. E x t r .  ( L )  6 . 1 3  4..-; 4 . 9 ;  9. $ 8  

Vanaspati Ca?aci:y - - ,  2 * . 7 5  . L - . I ~  2 ; .  7 5  3,.75 

Vanaspati Actual 11.9- 12.2; 10.30 7 - 5 5  

L r u s 5  Ca?aci:y 

Crush Actual 

D s y s  Gperaced C r u s h  

Szlv. Ex::. Capacity 

Solv. Excr. Ac:ual 

Days Operated b o i v .  Ex::. - 
3ii Reccvery - Ex?eller (I) - 
bil k e c c v e r y  - Sclv. EX::. (2 - 

BEST AVAIL.4BLE COPY 



3 .  Dhasa (Ncv-Oc: 

Crush L a p a c i t p  

Crush A c t u a l  

Days  O p e r a t e d  

C i l  X e c o v e r y  (i) 

Crush C a p a c i t y  - C:: OR CS 

Crush A c t u a l  

Days O p e r a t e d  Crush 

S o i v .  ExL:. C z ? t c i t y  

Sclv. E x t r .  Ac:ual 

Days Operated  Sclv. E x t r .  

O i i  Recovrry  

C o t t o n s e e ?  washed o i l  1 2 . 6 U  12.3i1 !3.30 

S o l v .  E x t r .  Cottonseed O i l  C; . 1 - .  6.05 7 . C U  

S o l v .  E x t r .  Croundut U i i  - 7 . 3 C! e . 
S o l v .  Ex:r.  Raw 0 1 1  1 6 . 1 3  1 5 .  bL1 ! t . S r @  

BESTAVAILABLE COPY 



The genesis of the Xanageaznt Iiifor~iticn S y s t e ~ .  (XIS) concspt was 

the need for standazdizatlon in the ccllec:i~n acd reporting of 

data. As tbn OVCW has expanded itz activities to a number of state 

federation5 in Gujarst, Madhya Pradesh ,  Tamil Nadu, K a r n a t a k a ,  and 

AnOhra Pradesh, it has become neceka&ry to define a vniform 

information system. This is p a r t i c u i ~ r l y  inpoztaat since tk.e 

different Feterations are at verious leV;ei6 cf deveiopment 2nd 

experience. The system as designeC -:a6 to c z p c u r e  a i l  m i n i m z m  deta 

zequiremects for OVON and be flexible enozsh for the users to 

address particular needs. 

The forms designed for the MiS attenpt L o  ca2:ure a i l  :he data that 

is availablz. This occurs at :he vilisqe, distzic: and federation 

levels. What is aeeded 5s  f a :  =ae users r c  re vie^ : h e i r  aininal 

requirenents SO S? a66essnent can be na6e of Zhs ~ a t a  cecessary to 

run the EysEern at Zho vaiiozs leuel&. What fol?ows 1s what hss  

transpiret as a result of a Eystern being in?cs?d idithog: a d S r e s s L n ~  

use1 concerns. 

The fc:nal inplementaticn of the XIS i~ i i i c c e e c i n g  very  sicV;y 

within ;he vziciaxs  s t c t e  feleratisnz. The Zcjarai Federation, Z c z  

~xar,;ie, ha6 2 2ilot inplemer,tatio:~ c a ~ i a q  ? l a c e  in B h a v a n s g a z  



L ; : ~ ~ - ;  ,,,ct axd thsiz pr3Slsrns a i e  ?:?:ably indica:ive a i  vna: :!I? 

other f e d e r a ~ i o n s  will expezience as :hey  ixplenent the system. 

Shavcagar district has had problens in convincing t h e  v i l l a ~ o  

society seczetaries of the need foz the system. The s e c ~ e t a r i e s  

believe they fill oat enoush forms already and any addizional vork 

should be performed by nobile team leaders a t  the area offices. At 

scheduled training sessions as nany as 159 of the secretaries 

refussd to attend. After the training session it was concluded that 

only 13% of ths s e c ~ e t a r i e s  could be expected to corn~lete tke forms 

pr3psr ly. 

It has been deternined that under tne current data collection system 

th2 area offices in Gujarat do much of the papsr work of the village 

secretaries. Conssquently, their ability to make field visits is 

im?ai:2d to the extent they aust pgrform clerical tasks. It h a s  

5een hoped that the XIS system would return the data coliecci>n 

responsibilities to the village level secretaries. 

The village secretaries have several explanations for the problams 

encountered to date: 1) there is a high turnover of secretaries 

within a number of societies because of funding problems; 2) they 

have a m o r a l 2  problem because they are not appzeciatcd: 3) ;heir 

educational background. in may instances, does not extend boyocd tho 

6ixth or seventh class; and 4 )  they believe the arsa offices should 

perfarn some of the data collection activSties. 



- .  Studies tiis: :he e x ? e r l e ~ c e  L e a i z e d   it^ a::~-.*3rizg:.: ctc:;d t~ 

eauc3iicr.sl. Fcr ~ x a ~ p l e .  c n y  f e 6 e r a : i ~ ~  coc:em~L&ci-; i t r  

ir;l~neztacioc s h o u l 2  begin a n  ind:c:rinati3r p r s z e s n  a f  L n e  

secretaries. They should u:&e:st~h5 in a6-~;ace b->y :he  E: rs rom is 

necessary, its objec~ives, and h2w the = I r e t e ! s   ill benefit and serve 

thei: needs. The tral3ing shoild be of a zcntinaic~ na-ure until 

complete faxilizrity with thc forms is acnie-~ed. K h e a  a villags 

secretary is idcntifiei a s  li~.~*ing provide3 i n z o ~ c ' i ~ : e  o r  icacc:ra:? 

d a z a ,  he shccl6 B s  visited tin3 giver,  o iZaini~5 tessirz. This i :hole 

prccesc is much nors successful, w i r h  i e s s  r e ~ i s z a c -  , e .  when t h ~  

t z . k c s  account c: the 

Village cecretaries sh3u?d be a a d e  to un5erstand r h a t  the HIS syster, 

3ttern?ts to incorporate as ~ s c h  relevant Lr,fo:x.atLcr. f som the 012 

s y ~ ~ e a  s s  2cssiSle. and the aC!vanta<? of W i S  i s  i z s  s t z ~ . 5 ; r d i z & r i c a  

for a l l  tks foderaticas. The E:lccess c f  the 2 1 3 p o s e c  ?<IS systen i s  

-. ths rl3e;y c n 6  accuzace ri9w sf d;ca f r o %  the viilaqe sociery to the 

area cffice, Zlsiric:, region. fedzrztisn a!?<,  cvcncual??, Eo 

ND35/OV3W. A; < t  p:cgres;sr ay the vertic;; cLis<n, it i s  a;g:egz:ei 



7hs  prcjeci p l a n  snvisicned the *IS systzrn 5 e l n q  is~isaents4 i a  5 

s - ~ t e  fedecacions Sy Cho foxrth year 2 ,  ths 2roject. This piobably 

vill be delayed by at least one yea=. T>e 3havanagar 2ilot =as2 

v l i ;  ?rokab?y no: be c3n?leCzd foz anl:ther z ign:  ncnths. Aftzr this 

has been ~uctessfully implsmected, it -dill $9 atcenpted in other 

distrlcss. It is not unreasonable to expec: t5at full izplzzen- 

tation within Gujarat will no: occur for another 12-12 iriont2.s. 

During the interin period vhen the tvc systems are pazzially running 

2arall~1 it will be inportant that the mnagers at the various 

ro review all Z3e data and ensure its accuracy and timeliness. 

It is recommended that during the early isplementacion of MIS, 

within eazh of the state fed2rations. that the proposed MI3 fcrms be 

consolidated and streamlined so that anly the mcst inportant and 

relevani d a t a  affecting decision makirg be collzctec? initlzily. As 

the users become acre familiar and ex?erienced vith the systez ocher 

data eiemenis can Se added. 

There are no standard budget foras among the different stat2 

fe2erations under the existing r??orting syscems. Each federation 

had deveio>ed i t s  own internal repotting formats. T2is causes 

different c y ? e s  of data :a be collected and tra~snitted to C142W. 

T5s MIS s y s t e 3  pro?osed by ch= MSS consultants recom~ends c2ztain 

~ u 3 g e t ~ r y  Cozns ~ h i c h  are nonthly in naturr and quiz2 detailed. 

There is nc f o r 3  vhic5 su~~rn~rizes tne itemired b 5 ~ d g e c  acd the 



c ~ z r e s p o n ? i z ;  r e v e n u e  b u 3 ~ e t .  An s x a ! z ? l c  c: sSz:  f a r e  v ~ ~ l e  

l o s k  like, i n c l u d i n g  s y e c r l y  c a s h  f ; cv  Szdge;  ; n i  2 cc r . r h ly  

v a r i a z c e  r e p o r t ,  a z e  ~ t t a c h e z .  

I t  e h o u l d  b e  noLed ths: t h e  a 2 ~ r c a c h  f c l : c ~ - S  by =he c..'- ,,,~fh: 

F e t e r a z i o n  i s  v i a b i e .  They p r o c e e d e 3  in & - " - -  ; r o m 2 2  ir .  nanr,c: a n 2  

ad:ressed 7;oblerns sc  they  a r o s e .  Fc: e::axp?e, when  r e ~ i s t a n c e  was 

e s c c u n t e z e d  v i t h  v i l l a g e  6 e c r e t a : i e s  t h e y  E e n t  

o n  c i t e  t r a i n i n g  s e s s i o n s .  Td? t h i n q s  ~ h i c h  6ho:ld h: Zcce  E r e  a 

n o r e  zonprehensive e x p l a n a t l o n  t o  the csezc :egar?ir.g t h e  ze56  f c z  

t h e  s y s r e n  a n J  a s i r n ~ ; i f i c s t i o n  oi t h e  f3rr .6,  w h i c t :  zish: a c c e l e r a t e  

t h e i r  a c c e p t a n c e .  

Ic Hadhya P r a Z e s h  i t  w a s  l e a r n e d  :hat  t h e  c h a n n e l s  Lor c o l l e c t i n g  

f i n s n c i a i  infor!na: ion a r e  n o t  g o o d .  T h i e  was t h e  r e s c l t  cf n o t  

hzving s u f f i c i e n t l y  t r a i n e d  scafi ic t h e  a c c o u n t F n : / b o o k k e e p i n ~  

8:ea. The lack ~f a ~ o o d  i n f o r m a s i c c  gatkezicq s y s t e m  uzs a : ~ o  

n e r i t i o r i e d .  These  p r o b l e n s  can be r e s o l v e d  by n;'i'ini: ZiZi ' .39EZ6 z.?eT 

z e s u l a r l y  t o  r e v i e i d  p r o b l x i s  and t h e i r  ~ a i u t i o n s .  I: t h e r e  a r s  

s t a f f  s h o r t a 7 e s .  i t  t o o  c a n  be a d d r e s s e 2  n s  a r 4 0 t 3 e i  ?zoLlea L o  b e  

r e s o l v e d .  i f  t h e  hea5 o f f i c e  h & ~  i s o i a t e s  ~ u c h  ~ ? r r ~ t . i e z s  'tktl;: its 

t h e i z  r?sponsiSili?y t o  t a k e  t h e  i n i i i s ~ i v e  zc  correct L?ec. 



Operations 3 ~ s e a r c h  (CB) is intended to sup2crt overall prcgraiii 

management an2 3ianninq. As originzlly ?lscned, ac OR s:cdy g r c c p  

consistiag of In3ian a n d  foreign ex;erts and N2CB/OVCH's Hanagemeni  

Information Gccup vould conduct a zomprehensiv: OR study which vculd 

~ s s i s t  in t h e  design and implementation of the project i a  tna 

proposed project areas. That study %as com~leted in 1939, vith 

field work li~ited to the Gujarat project area, and at leas? scne  of 

its guidelines and recommzndations have been of assistance in 

project irnplenentation to dace. Separate CR stcdies have also been 

connlssioned by the Gujarat and Taail Nadu Federations to assist in 

their plarinizg. In the original 3lan. chere was noc LO be a close 

link between OR, the Management Information System (XIS). and the 

Marke: Intelligence Program (HIP). Data from these systems were to 

feed into project inanagemsn: decision nakicg and occassiocsl inpace 

studies focusing identified 

?roblens a n d  Issues: 

(1) As originally 3lanned. OR voiZ by %DDB/OVCW and the Federation's 

(either in-house or contracte6) was to t2 fund@< only during the 

initial years of the project to provide basi: tpidslincs f c i  

projzc: implementation. As the prcject h a s  unfoleed it has 

become obvious thst many faccors affecting i h a  7rojoci 

(pro2cctlcn. procurement. Darksting r.ar?ins, piiczs, et:.) a;e 

very 2yns:iz. Theze is a n  ongoi~g-need to adjust original 



s s s u n p r l o n ~ ,  deteraine t h e  im2ac t  cf  zhosc z d j o ; t n ~ n : %  cr. t h e  

. _ - . v o j e c c ,  .d L e n d  s d j u s r :  Lanagemsnt s r r&t ; . c ; i e s  i:C p l z n s  

sczor3i::cjly. E x a n p l e s  l c c l u d e  t h e  v o l a t l l i c y  o f  

o l l s e e B , f ~ i i , ' m o a l  p r i c e  r e l a t i o n s f i i ? ~  8:,5 t h e i r  i r ~ ? t c t  CT. 

p r o c e s s i s ?  ~ l ; n t  v i a b i l i t y ,  a ~ d  i!de dynariLics 5f 2 r o d 2 c : i ~ r .  a 2 2  

p r ~ c e z e n e r ~ t .  C o n s e q u e n t l y ,  t b s z e  i s  a n e s ?  fo: c n s o i n c  OR work 

l i n k e d  c l o s e l y  w i t h  t h e  C a t a  c c l i e c t e 2  t h r o c z h  t h e  E i S  a n 2  I{:?. 

m  here i s  a 1 6 3  a need fo:  t a e  d e v e l o p n e n t  of x a n a g e n e a t  t o o l s  t o  

a s s i s t  p r o j e c t  an2  f e d e r a t i o n  l e v e l  r . a n z g e : ~  t c  ae:err , ir ;e t h e  

i ~ ? a c c  of chanqes i n  n a r k e t  ~ 0 n d i t i c ~ ~  a n t  ~clicy d ~ f i e l c n s  c n  

( 2 )  9elzys and u n c e r t a i n t i e s  i n  p r o j e c t  i np : emec tac l cc  hsve nade  i t  

t i f f l c u l t  f o r  NDDE/OVOW t o  form G f u l l y - s t z f f e d  O?/ impact  s t u d y  

g r o u p  ( t h e r e  i6 now o n l y  one FcrEon i n  the OR g r o u a ) .  G e l a y s  o n  

t h e  im? :enen ta t i on  of t b e  Mi5 have a l s c  s lowed t h e  c o l l e c t i c n  of 

d a t a  ;irkL ~ k i c h  z c  s t n 3 c c t  az ;n in ; fu l  t e ~ ~ ~ c c , + : .  

( 2 :  The deLe;+-c ~ ? , d  u n c e r t a i n i r i e s  ir. i n ~ l ? ~ e n r 3 = i ? n  k + v -  b l s o  l z d  co 

a 3 t n ~ S e r  o f  c a s e s  where  iz ; l c -ner . t a t i c r .  c f  3 1 ~ 2 s  L L ~ ,  a F ; a z e n = l y ,  

. . p r e c e d e 2  t 3 e  c o m p l e t i o c  o f  c a r e f u l  ~ r z d l r  ? f  f e i i z ik . : l l5y  5x6 

l a r g e  s c a l e  soybean g r o c z s s i ! ~ g  p?sn: b u i i d i ~ ~  p f o ~ ; ~ ~  i n  Madnya 

P r a d e s h  w i t h o y r  a szyiy c f  ; h e  f u t u r e  2°C ~ - : < : ~ n ~ ~ ~ = ~  c f  E C ~ ~ O * D  



The project would likely bsnefit from an ongoing prosraz of OR 

?ink?d vit?. th? Xis daia a 3 2  c?ncialited a t  ND39iG'JCbi. X?.ilo E Z ? ~  

projects aicjht b 2  nore reasonaS1y given to outsi:je cor.sqJiiafiis. ii 

is qrobable that more practical and meaniagful results uould come 

from an in-house grau? vhich is very fanilia: with project 

operations and needs. Oa vork should focus on specific projec: and 

federation problems (for exanple: procurement, storaqe processsing, 

pricing, etc.). It shoald be concernsd sith the aevelopzent of 

mazagemex: tools which allsv more ra?id and coir.pleie assessine~t of 

changes in assuxptions, prizes, and policies G n  ?reject objeccivss 

and financial viability. OR work might be efficiently linked with 

the reccnmended work on market analysis and forecasting. 



I t e x  
Operatinc C o s t ' s  

Cheaicals 

v A el e ~ h c r n e  

Telex 

Lesal fees 

Training 

Interest on loan 

Principal Repaynent  

(detail) 



P o s t a g e  

T r a v e l  

L e g a l  f e e s  

T r a i n i n g  

I n t e r s t  on  l o a n  

P r i n c i p a l  

Xc?a)rz~ent  

Total 

I n v e s t m ~ n t  

C a p i t a l  

a )  C o n s t r u c t i o n  

b )  P r o c u r m e n t  

C )  S h a r e  c a p i t a l  

( d e t a i l )  

8 e v e n u e  ( S a l e r  1 

a )  R e f i n e d  o i l  

5 )  D e c i l 2 d  c a k a  

C) V a n a s p a t i  



Oberatinq C o s t s  

Rau m a t e z l a l  

U t i l i t i e s  

Labor 

M a i n t e n a n c e  

I n s u r a . ? c e  

P a c k a g i n g  

C h e m i c a l s  

kd~inistr;tion 

T e l e p h c n s  

Te i ex 

Postage 

T r a v e l  

L e g a i  fees 

Eopzymest 

T o t a i  

F e v s ~ x e  - - ( S a l e a i  

a )  R e f i n e d  o i l  

D )  S e o i l e d  c a k e  

K 2 z t 3 ? y  b u d ~ e t  Ecnthly r i f f o r e n r e  Yea: '2 y:sar L o  7Jif~ A .  - - -.\ - C .- ,,2sh Piov ~ x r e i i d i t c r o  L C ~  ~4 3 2 t e  
E:ic!?z - -- L X > .  



Tkr b z l k  o f  ihe 2 z ~ j e c V s  revenuzs are t3 b e  q-:r~~zsteZ Z Z C ~  I t s  

urketizg o2erations. The conponents cf p r o j e c :  m2eksiing 

~c:iui:ies, a s  sri~inally ? l a ~ n e Z ,  w e r e :  

Sales of donate6 oils, 

?racurement and s ~ l e  of commerci~lly inported oils. 

Donestic and international  ales of prcjecr-prod~ced 

products, 

Operation of a b u f f e r  stock to 'stablilze' prices, 

K a r k e t  research and testing to develop nez  prol-,ic:s, an2 

Coliection and a n t ! y s i s  of ~ a r k e t  i n f o i r i s t i o n .  

Sales of doaated oils were to Senerate most af the fi.in&s n e c e s s a r y  

to ca;italise the pzoject, with sales cf csmercially impsrred oils 

a ? s c  providin; scne funds. Earnic~s frsx ~ z ! e s  cif ? r o j e c ? - 2 r o d u c ~ d  

t h e  ?roject16 develo?zentai activitie~; principzlly ? r o d a : t i 2 ~ ~  

enbancex?nC. The buffer stock, consisting of corna~rciall:~ i n ~ o r i e i ,  

as well as donestically p:oduced 2nd proccred  oil^, VGE to be used 

. . .  to 'iitabllise1 pi ice^. X a r k e t  resesrch c z i  tectilg act:-.*i'i~es w e r e  

tc f o z z s  cn the ansLysis cf cocsutzsr p r e f ~ r e c c e s  and the dcvelo?r.ect 

and resting of nsw ~ Z O ~ U C ~ G .  including 5iende5 oils zn6 5 e f i t r ~ d  

., - groundnurs, znd flcurs, snack f o o e z ,  and d z l  a:-.;logs n t a ?  ::oa 

d e - o i l e d  cakes. E a r k e t  inforzatic> co?Sec~iori an3 ~ n c l y - '  a L S  ~ : Z S  



A s  the projtci v a s  origlnzlly CozriuLa: td ,  t h e  gcnor3tion cf 

scfficient rzvenues Zepended on s.i?*fera; ass~n?tions. T3e most 

inportan: of these involvza the dor,estic sales pzice of donate2 

oils. the nst rtvenues to be decivcd from aalgs of connerzialiy 

ia2crted oils. azd, mast imporcant to the eventual fi32?cia? 

independence of the federations. the net revenues to be earned from 

sales of Fedezation-?reduced products. 

Acccmplishments 

Marketinq of Donate2 011: Marksting of donated oils has been 

conducted primarily through co-operative societies and retail . 
outlets established under the project in Gujarat-, Msdhya Pzadesh, 

and Tanil Nadu. In Tamil Nadu, soms oil has also been sold through 

approved private retailers. The qulntities of donated oil sold have 

generally fallec below target. Prices rectived, however, have been 

vell aSove the targeiea level of 8 6 .  5,50O/ton. The anourit by which 

unit prices haoze Seen above orisindl expectations is reduczd 

substantially vhen prices are adjusted for inflation ( s e e  Appecdix 

The slcwer than ex2ected rate of sale of d3nated oils has stemned 

from delays in receiving initial shipments, interru?tions in , t i l t  

flcv cf don3 : iozs  5ecsuse cf procsdural pr3blens resaltins f z ~ n  

theiz hisher than exgectsd sales price, and slover :kin ex:eci23 

organizaiion of state federations under t h e  project. While c h e r e  

were some early ?:okltms in estsblishing'cans~aer acceptance of 



s o y b e a n  c i l .  these  3 r o b l e n s  zF2ear  t c  h sve  b e e n  overzorrie, ;:ima:i;y 

b e c a u s e  o f  i t s  ;ov p r i c e  r e l a t i v e  tc oLher  c F i s .  Sane C C ~ ; E ~ E ~ Z S  

n s p a r e n t : y  5 i e n d  c h e a ? e r  ~ o y b e a c  o i l  bi:tr. acre ex?ensi-.-c p r e f  %:red 

c i l s .  

X a r k e t i n q  a f  C o m m e r c i ~ ? l y  !mpor te< Oil: O z i g i n a !  rn5 r e v i s e 2  

t a r g e t s  for g a l e s  o f  c o m m e r c i a l l y  i s p o r t e d  o i l s  z r e  p r o v i d e d  i n  

T a b l e  2 ( A p p e n d i x  1 1 1  C ( 2 ) ) .  No p r o c u r e m e a t  o: s a l e  of c o m a e r c l a l l y  

i r c p o r t e 2  ells has  been c o n d u c t e d  sc f a r .  Fhcc t r .e  p ~ o j e c t  vas 

o z l 5 i n a : l y  f o ~ m u l a t e d ,  i n p o r t s  c: e d i k i e  o i l s  t o  I n d i a  weze u c 2 ~ r  

Ope2 G e a e r a l  L i c e n s e  s n d  any o r ~ a r . L z 3 t i o n  c o z l d  oS:ain a Zice3se t s  

. * i m p o r t .  S i n c e  t h e n  a l l  i m 2 o r t s  ~f ve;+:cble Z L L E  nave  beer,  

c a n a l i z e 6  t h r o u g h  t h e  S c 3 t e  T r a 2 i n s  C a r p c r z t i c n  ( S I C ) .  KDDS/OVOii 

h a s  r e c e n t l y  r e c e i v e d  p e r m i s s i o n  f r o m  :he Gavernnen:  of  I n d i a  t~ 

impor: 5 0 . 0 0 G  t o n s  o f  o i l ,  bu: t h e  o i i  b-cru!.g be ~ u b j e c t  ~o p r i r i n ~  

r e s t r i c t i o n s  ~ h i c h  w o u l d  z a k e  t h e  venEure r i s k y  end p c t e n t i a l l y  

u n p r o f i t a b l e  t~ t h e  2 rc jec : .  

Harketinq of  ? : r ~ : e c t - P r o d u c e d  P z o S u c t s :  T a r g e t s  an? & c 5 i e v 5 r n f n ~ s  

f o r  t h ?  p r o j e c t  i n  m a r k e t i n g  i i s  own p r o d u c t s  a r e  shown i n  T a b l e  3 

:Appendix  I!I C(3)). As c a n  be e e 2 e c t e d  iron the d e l ~ y s  i n  p r o j e c t  

i m > l e n e n t a t l o c ,  La t h e  o z g a n i z a t i c n  o f  s t a t e  fede:atione, and i n  

o r g a n i z i n g  p r o c u z e a e n t ,  s a l e s  of p r o j e c i - p r o d u c e d  p r o d u c t s  h z v e  

f a l l e n  be low o r i g i n a l  a n 5  reviseZ : a r g e : s .  R n o r h e r  f z c t c z  i s  t h a t  

t h e  Kadhya  ? r a Z e ~ >  and T a z i l  Nadu Federariocs hews been ~ s s e l l i n y  

oilseees proc7d:e? f r o m  their. K,:lenbers ( a b p i i r ~ a t i : ~  q u i t e  p r o f i t a b l y ;  

b e c a u s e  t h e y  d o  n o t  y e =  hswe t h e i r  own ; rocesz in ;  Cacilities. 



T>e G ? ~ j a : a t  'edezation is t2e 30s: es;a~li=hzd 3 f  t > e  federations 

and is closest to achieving its procursment, processing, and 

sarketing targets. Total sales of 2zadccta prodzced by the project 

in 1382/83 aay ap?:oach ths low revised t a r ~ 5 t  le*roL, pai:ic~:la:l;~ 

if the Gujazat Federazioc sells the substan~izl oil stscks it 

accumulated i n  i98?/32. 

Consistect with the inflation of other cost and revenue estimates.. 

saies prices for project-prcduced products. 2articularly oils, have 

also bsen suSstantially higher than exlscieri. Hovev.=r, because of 

higher rav material procurement costs and below capacity operation 

of processing facilities, project net revenues (trading margins) 

have been belov the projected level of R6. SOO/ton. 

Marketing of project-produced oils has primarily been on a wholesale 

basis, with same sales through co-operative retail outlets inclading 

the village lsvef societies. Tie G-djarat Ferleration plans to expand 

direct oil sales through milk booths and home delivery. The 

marketing strategy has focused on the development of project 

ovned/affiliated retail outlets and the establishment of an  iizage of 

marketing a higher  quality product than competitors. 

Harketing of deoiled cakes is coneucted in both domestic and foreign 

narkets. ~ioundnut extractians have been sold in both dones:ic acd 

foreign narketa but aflatoxic prcblems have csnstrain2d 

intarnations1 sales. Soybean extractions (sinall amounts prlduced k y  

xhe Madhya ?rades> €oderation through c'dstorn processing) are sold 



aln06: -,,3;vely i r i  foreign m a r k e t s .  Xli e x p o r t c  have bee? 

- . -  . tt;:oxsh ir i3ep?ndzn: ~ I C L E Z E  in6 have, l i k e  c c s r  " ?:?i l t ie  3 e z . l  r.C1z 

cake e x ? c r t s .  Gone yri~srily to rgpee  p3y::;ent a r e a s  is Z B E E ~ T T .  

Eu:c?e. Generally,  price^ ~zceivs< :.2r e~::jction~ - - ' .  ~ 3 2 e ~ :  Z G  

. - heve rise2 x?ear?y 2~ rapidly a s  ei:ker LEV n a t e r i a l  sr ci, pzicie. 

The original nsrketing st:zie$y also inclu?ed the expor: of H?S 

g r o u n d n u i s ,  but, 6 3  f & r .  HPS grounenut exports have been limited to 

about 5,000 tons exporte6 by the G u j e ~ a t  FeCeration in 1980-81. The 

~ a j c r  p:cSlem has  been t h e  high cost of q r o u n d n n : ~  in I n Z i a  relative 

to msjor coapetitors recent yearE. Current government  policies 

vhich caaalize XPS grocndaut erpozts through the National 

.:griculcural Coope:ativ,s Karketing Pcdeza~Fon- ( N k f E 9 j  and subjec: 

exports to q u o t a  restrictions an3, occasionally. nini~c~urn export 

 price^, could limit exports even in 2 Rore f a v o u r a b l e  markst. 

,i.e o ? e r a t  l o z  Buffer S : o c k s :  The prcject4s ? i a r i  to be ic?:@ive2 in *' 

of a Suffcs stock to stsbilize nztio~al cil prices has  :.oS:. 

materialized. Xith canalizztioc of 211 vzgezable o L 1  i r n p o z ~ s  

tbrougt :he STC, ike ST,: is now c s s e r i t i a i 2 y  p e z f o r ~ i n ~  ;hi6 

function. The projeci h a s  now a 5 o ; t e d  a palicy of 'localized Szffsr 

s:3cks1 to be im?ler;iented by ti:@ fedsiar5.ons and iritenaed L C  

rnoo~rate s h a r p  3psuin~s in prices in regional marke r : .  I r  is 

u ~ c l e a ;  hox effective these opezatjcns have  b ~ ~ a ,  C ~ X L  th3i: e x z = t  

purpose i ~ ,  G Z  how L i ~ e y  differ 12 conceF t  f z c x  p r c f i :  n a = ~ z . l z i n q  

m a r k e y i n g  operzzion~. 
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Wark?' R?;earck  and T3s:izc: Xlt>cagh t2e ?rsjec= even:zall-y s t 3 z d s  

to cjai:: substantiaily froa ? E I D 9 ' s  e::2erience in this area, 

relatiq~ely little marker research arid testing work h a s  been done sa 

f a r  because of dcia-ys in ~roject inp1emen:aticn. Sazi?;as of bLenSed 

oils have been developed and t2sted on a limited basis, Sut this 

effort is at a stand-still bscause of government regulations 

prohibiting blendicg. Snall ccnsuner 'pats' of vanaspati and 

groundnut oil have been developed, Sut it is too early to is11 

vnether or not they will be succecsful. A backgzound study of 

ccnsumer preferences 3 a s  been conducted in conjunction with an NDC8 

s t u d y ,  acd tbexe h a v e  b z s n  caapaigns to pzcmote the sale of donated 

soybean cil and project-produced oils. Soine prsliainary work has 

been done on the development of haman foods from -oilseed 

extractions. A development programxe tor dal lnaiogs is being 

organized in collaboraticn v i c h  other institutions. Preliminary 

work has alsc been done on processes for reducing ailatoxin levels 

in groundnut extractions and in developing defatted groundnuts. 

None of these products is near t h e  narket tesEing stage yet. 

Xarkei Information: Most of the collection and analysis of market 

infornation to Sup?Oit narketing decisions is conducted at the 

federation level. Tho Gujarat and Hadhya Pradesh F2derations are 

actively invol-red ia chese activities and the Tamil Nadu Federation 
- 

vill begin shortly. Information i; coliected on daiiy prices acd 

arrivals o t  seeds .  oils, aid oilcakes in numerous domestic xark?ts, 

primarily thrcu~h trade and governnent sobrces .  Information on 

internati2nal zazket conditions for oilcakes and extractiocs is 



c o l l e c t e d  f r o 3  S r o k e z s .  2T3LB/01JQd h a c  c l s c  been  icv~?*.~;Z in t h e  

c o I ? e c t i o ~  znd analysis of na:ket i n f z ; : z ? c i ~ n  viLh Z h 2  ~ z s i s t a n c e  ~f 

1:s zocputer f ~ t i ? i  ty a c t  ueli-triined a n a i l - s t : .  H o ~ : e - ~ ? e r ,  "-u--. &.A<, ,. - 
d o e s  n o t  ay>e21  tz be ii c l o s e  ucrkicg : 2 1 a t i o n ~ . h , i p  k~:.p;reer. i:L;S2!3'1:.5;.l 

en< t h e  f e d e r s t i o c ~  o n  L h e s e  n a t E e r s .  

L e s s o n s .  i s s c e s  and I m p l i c a t i o n s  

1) The revenue ~ i a e  of the project'c bu<g?= z?>e:rE z 2  h6ve 

c3znsed  t r & m a t i c a l l y  f r o a  b o t h  origins: z c Z  r e v i c e i  r a r g e t s .  

T r o c e e d s  fzom :ha s a l e  of e c c a t o d  ci? :aq.-= been ~ u b s t a r ~ t i a l l y  a b o v e  

. - . . c r i q i r . a l  e s t i r , z i c s  a n d .  11 STC a c l i c l e c ,  ir- ' ,5e ~ ~ l ~ i s e  E P . ~  y F - - - - - .  o L  ..- -.A= 
of i~2oz;ei c l ? s  continue t o  cuF>ort >i:?,?r r e s l  : z i c e ~  Zv: ~ i l s  Lz 

t h e  I n 2 i a n  r , a : k e t ,  I t  i s  l i k e l y  t l a r  5;it - ~ ~ 3 l - ~ e  r e a l i z a t i o n s  f r o m  

t h e  s a l e  of d o s s t e d  o i l  w i l l  c c rn r inu t :  'l.3 r i s e .  S i n i l a r l y , '  ~ r : c ? z  

r e c e i v e d  f 3 z  p r o j e c t - ~ r c d ~ ~ c e d  p:~duc:e 2i?*~e >=en  h i g c s z  Lhan 

, - -  expe:r$d, a s  have  p z o c c l c a e n t  c o ~ t s ,  2 n Z  i t  I s  ;i;:e:.jr :"at t h e y  :--:-A 

i n p o r t s  and ia?cri ~ r l c l c . ; ,  I c  ap?ccrs t c ~ r  project rouenaez f r c r .  

t h i s  s o u r c z  s i l l  5 e  s h a r p l y  r e d u c e 6  - ?%:!,a>= :G z e r o .  Ps? c e s s a ,  

i f  any  u e z e  ?rc)ec :ed ,  0: o 2 e z ~ t i ; ; g  s. r,&risr.ai bcfr3: scot:: --;ll ", , r r.0 

l ~ n g c r  kc inzcrzel 5)' :ne ? r o  j e - ~  c i ~ c e  ~ h l ~  f u n r ~ l ~ s r ,  is C:;I 

C - : pe~f0rXIed Sy Z k e  ST:. The  net icp3.c: c, ; . ; ~ s e  cllar..??s 3~ i i i : ~ ; l y  
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- ,51 - 

2 : ;-?arketi~g aarq=ns a n  >r>jett ? roduc?d  ;r>duc: .s  3?7ea: :3 be 

-; ,,ghtqz tkdn origizally ex?ects2. Bacausz opsraiiag 2rofits ar? 

zvectually exTected ~3 conirlSs~e signific~2t;y to other p r o j ~ c t  

e o s i ~ ,  mark2ti:g nazgins mist 3e  vaczhed a n d  3t61:7332 :a~ef>;ly. 

Pacrors co 3e considers2 in evaluating trzi2ing margins Lr.cla5=: 

(a) The 1991/62 year ( - A e c  tbe Gujarzt TeZe~3tion l~currsd 

substantial aperzti~g losses) sss probably a tight y2a: 

throughout ths indust~y because of the unexpectedly large 

jum? in oilszed 2roductia3n which led to ovezpricing 3f  z a v  

aaterials ducing prccurement. Tho rapid increase in 

sumnei production of graxndnut an2 rapeseed has liksly 

increased uncsrcainty in chs  market and may be 

contributing to overpricing of the kharif harvest. 

Nevertheless, as long as domestic production remains 

unstable acd ey3amic. it is likely that t h e  project's 

processing and markaiicg operations vill be subject to 

unstable and somet;.lac ua$redicta5le tzading margins. 

(b) Per unit costs of prodl~ction. and tha inpact of 

underutilization of processing capacity on per unit costs, 

will increase sharply uhen processing plants begin To 

re2ay their loans. Fixed costs of prouucticn sere very 

low in ?$31/32 and 1982;33 because none of 'he projsct's 

?'ants have begun i3 repay ti13ir loans aaa, thezefoce, the 

cost of ca2acity underuciliz3tibn vas  lov. Loan re?ayxest 

obligations will increas2 fixed- Costs dramatically. 



However, t h e  accesa cf prcject ~ r c c e s s i n ~  0pe:atione = G  

csnsescional lccns  fro^ NDDE/tVC4 for both plsat an< 

procurement financing should continuo t c  g i v e  ; r ~ j e c t  

crccessing ossrations an cdvantage ovez Zhcilities vhich 

nust rely o n  market financinq. 

3 )  Marketing cf project produced  oil^, zart=cularly crude 

groundnut oil. hts generzlly not been s probicm because of strong 

domestic demand f o z  vegetable oils. However, there are EOZE 

problems needing zttentiori i n  order to im?:ove n a ~ c i n e .  partlcul3:ly 

for solvent extractioc. 

( a )  In 6ome cases sslvent extracted gr5undrlut c i :  has bee; 

sold as soap stock at charply i e d u - o d  prices because the 

oilcake fron which It was e x t r a c t e d  vas stored too long 

rni? Peveloped a h i g h  percentage a' £ 1 2 ~  fatty acids. 

Shortages of poser which pzevent cincltanecus cpezstion of 

e x p e l l e r  and colvent extzaction ;!s:ts z2pear to Z e  a 

na:cr czsual factor. 

(b) Soivent extracted oil from black v a r i e t y  soybeans usually 

nust St ~ 0 i d  a t  a considerable disccunt because  cf i:s 

blackish coloar. 1np:oved cehulling proce2ures may 

enhance the u a l ~ e  of the oil. 



(c) Solvent extracted and retized oils, vhich must conman2 a 

premium price t3 c o v e r  costs of production. appear to be 

relatively difficult to ma:Xet in India at a price which 

vill ensure pr~fit~bility. This is felt to be laigely a 

problen of targettiag thess oil6 a: the proper markets --  

primarily in urbaa areas. 

Margins on solvent extraction would appear to be very slim. 

Achievement of high capacity utilization rates and effective efforts 

to develop aore remunerative markets for solvent extracted oils aro 

necessary. 

4) Relatively weak effective demand for.oilcakes and, 

particulariy. extractions for livestock ieeding is a persistent 

problem in India's oilseed economy. This phenomenon has contributed 

to relatively high oil prices and usually low procein meal prices in 

India compared with world markets. The development of export 

markets and higher-valued human uses for deoilgd cskes should 

contribute substantiaily to improved tradins margins and, possibly. 

reduced pressure on oil prices. Remunerative markets for extraction 

are particularly important to the development of the solvent 

extraction industry and the achievement of higher oil recovery 

rates. The folloving points relate to the project's activities in 

the marketing of- deciled cakes: 



( a )  De?iLed cake produced from y ~ l i o ~  soylezns n a s  f o c n ~  2 

read!: export msrket, kzt cake proc'uced Z r c ~  b i z c k  soyte&ns 

contains black specks which have reduced I t s  c c c e ? L a n c e  in 

vorld markets despite its higher protein conrent. 

Ic?:~veZ 6ehu:licg nethods andior coriver~ic? i O  ~roixcclcn 

of yellsw ~oyteans coulc? improve marketing narqics. 

( 5 )  Persistent problems with aflatoxin infestation have 

reduced the accept&bility of Indian deoiled groundr.at cake 

in w ~ r l d  carkets and depre~sed ics pzice. hnzlysis of 

relative prices for gzoundnuts, groun2nut oil, 2nd 

gzoundnut deofled cake suggests th6t the f a i l u r ~  of cake 

prices co keep pace wich seed priceg i c  zecent years has 

con~ributed slgnificsntly to reduced marketing margins. 

Tke strong inverse correlation between oil/see? and 

cake/seed ratios EuggesEs that higher ?riced zzrkets for 

deoiied cake k:ozld reduce pres~ure on c i l  prices. 

Sol~tions to rhe aflztoxin problem Incl26e impro-~?d 

post-harvest handiing, dzyicg. and storage p r a c t i c e s ,  iiie 

intzoduction of a zecently developed amaonia treatmen: 

ceehnoloqy to renove zflatoxin and, perhaps in Zhs locger 

tern, plact br?eding for aflatoxin rcsis~ance. Barzer 

ado~tfon of improved handiing snZ dryicg pr~ctices would 
- 

q -  Alkely requize paymtnt of a p r e ~ i u n  price. This o ~ r i o c  

K a y  ~ l s o  lead to problems wirh comrnin$lis? cf infes'el a n a  



non-infested inatzciais during qr~c2ssicg an:esa iJides~r?ad 

adoption of ixpioved practices is achieved. The c ~ s t  of 

ammonia treatment. a nev and largely untesced technolocy, 

3as been es~iaated at 815 2er ton. The rslativc ccs: a ~ d  

feasibility of each option nust 3e carefully weighod. 

(c) kt present. project production and exports ~f deoiled 

cakes are on a small scale. Transactions are handled , 

through independent brokers in small lots packed in gunny 

bags. While gunny bag packing is currently popular in 

some markets. it would probably be cast effective for the 

project to eventually develop a capacity to handle large. 

bulk shipmenrs. These facilities, par:ticularly brokering 

and port storage and handling facilities, might be more 

efficiently operated as cooperative ventures among the 

federations. 

(d) Declining per ca9ita pulse production, coupled with the 

importance of pulsss in Indian diets.-vould appear tc make 

the develo2ment of an acceptable protein-rich dal analog 

from deoiled cake a particularly attractive mzrketing 

option. A collaborative agreemsnt to develop dal anaioqs 

is currently being xorkee out. Dai ana1.ogs and other 

marketable h u m n  fooSs nanufactured 'r3n deoiled cakes 

wculd a?pear to bs sound lonq run options h c a u s e  of the 

risks i?.volved in depend in^ on~tyclical world markets Zoz 

livestock feeds. 



5 )  The otjecrive of the project's involvement i~ buffer stockicg, 

curze3t p:jn to operate buffer ~ t o c k s ,  

uot clear. Tt~e Cers  'baEier  stock1 i~2lies that thr prsjecc wouid 

practicinq something other than profit nrxixlzin; bei~zvi~ur in rF,s 

rnsnagenen: of its stocks. While ;he etzbilizatlcn of  prize^ w o u l 2  

benefit conscmezs. an? eliminate some pric? cneer5aFnty ~ h l c h  may be 

a disincective to far~aers, it is not clear that the p~ojsst can, or 

should, abscrb the cost€. First it is questionable whether r e i r a s e s  

of project stocks can or should cazcpeee w i t h  5eci~io:~& oaae ty :ke 

STC in releasing its far iarger stocks. S==ccnd, several studies 

hzv2 shown ttat variability and uacest&ic:y in y i e l Z &  zre Lore  sf 2 

constraint on investmezt in oilseed ~=oducticn.and on prs2azer 

income than is variability in price. It m z y  be advisable for the 

prc ject fo concentrate on efficient markcring and prccucti~a 

enhancement activities st least ~ n t i l  it i~ esfablished t h ~ t  price 

~tabilization programmes can Z e  affoi~ed. 

6) The project has been ~dvocating the blending cf o i i ~ ,  a 

praztise which is banned by the Goverriinent except in the cese  of 

vanasp~ti. T h s  reasons for advocating blending are: 

( h )  Elending would Le advantageout to consumers because 

high-priced. preferred oils cs1i12 hs blended with lowsr 

priceZ inferior cils to p r ~ v i E s  e ~ r o d u c t  vLich i; 55th 

lover Frieed an? n o c  ~ignific~z:ly different in t t ~ t e  than 

:he pure oil. 



( 3 )  3lending r6u?d give 3 r o c e s s o r s  m o : ~  flexici?ic;r in dealing 

with tha signifizant s?atial and rempora? variations in 

?:ices of various oils by allowin; theri tc adjust biends 

in ccnsume: accep:atle, least cost combinations. 

(c) It is felt that the private trade is involved to a 

significant extent in illegal blending, a practice which 

undermines the project's efforts to successfully market. 

higher priced puro oil. 

The Governnent opposes blending because it is concerned about 

illegal adulteration of foods. Determining vhether a blended oil 

meets specifications is technically more difficult than determining 

vhether a pure oil is pure. It would be easier for uiiscrupuloas 

prcjcessors and traders to take liberties with blending regulations. 

I c  is uncectain what the impact of l e ~ a l i z e ~  blendins voul? be 

on the demand pattern and prices of various ds3nestic oils. alending 

nay be particxlarly bensfici~l to large, div~rsified processors who 

have ready access to various oils bihich could be blonde? in least 

cost combinations. O n  ;he other hand, processors who are heavily 

dependent on one preferred oil, such as ~roucdnut oil, m&y be hurt 

by weaker d m a n d  and depressed prices for their product. Also, 

there would appeac to te no assurance that procasscrs aho ncw gain a 

cocpetitive advantage through illegal blending would not maintain 

that advantage by taking liberties wifh'Slending regulations. 



7) kccuz2ro analysis of mazket trend€ i z  iaporcas: to t h e  szcc?ss 

of mzzketing opezaEiozs. pcrticulaziy ~ i n c e  ao~: of ths p z o j c : t l s  

staff are relatively new to the cilseeds i~dustry. A r.?:zSer cf 

contacts in the privats trade cuqgested t h a t  Euccess 15 ciiseed 

processing an? marketing ic I n Z i a  is m o r e  a matter 2 f  takinq :he 

ri.;ht positions I c  the narkez than ef cfficieccy ia 2rocessing. 

Currently. most market analysis work to su;pcrS federation rcarketiag 

and planning decisions is done at the federa:ion level. T h e ~ e  

appears to be large amounts of useful data shich analysis do not 

hrve the tine or resources to anslyze effectively. IC nzg be both 

pr~ctical and more efficient to form a cen5ralized gioC2 02 xr,arkeL 

analysts with access to the NDDB computer fscility t c  conduct nz.rKet 

research and analysis directly linked wirh inforxition needs cf r 2 e  

federations. A group of ~211-trained analysts w i t h  access to the 

NDDB ccmpcter cculd give the federstions a ccspetitive aZvaz ta3e  in 

the market by virtue of mcre rapid cornpilatian of ~xistia? d a z a ,  and 

access :o mzre So~?;l~tic&i€d nszket f a r e c a s ~ i n c j  t~chnlcxes. 

External Fzctors 

Numeroas state an2 natiosal Gcvernment ~cliciss i n f l ~ o a c e  tile 

marketing of oils in S n C i a  sn2 h a v  a n  eEfaz: cn project czr!:etlr.~ 

. . 
activities. Tk2se pol;cres intiuGe: 

- ,.- ,- ; j  C;r,hlization of ~ l i  i r s g e r a t l ?  oil in.r;orrs thrcsqh the s-&. 

inpart levels, and the reiease 2nd pricir.9 cf imported cils, a r e  

contr3lled by t k e  ST: in consultatioc zizk tke Governnez:. 



2 ;  Stjt o ~Go-~er;1~ents :?avr. ',h? s1:Chor i s y  to r ; s  r z i z :  7 0 ' i P ! 3 2 . 1 5 3  of 

oil; across state Sordezs to stabilize pricas. Ttzy a160 have the 

authority t a  requize sales of oil to the state a r  below narket 

?rites fcr ~ u b l i c  dist~lbuticn. Thesz authorities are is?osed frzn 

tine to tine an? add considerable uncertairiity to xarketing 

decisions. Both policies tend to de?zess ?roducc prices and 

aarketing margins. 

3 )  National Gover~ment regulations prohibit the blending of 

vegetable oils except in vanaspati. thus liniting the scope fcr 

developing naw pr~ducts. 

4) Oilseeds, oils, and oilcakes are subjsct to various district, 

state acd national purchase, sales, and excise taxes. These taxes 

can adversely effect the competitiven~ss of products across staze 

borders acd also make coo?erative sector processors, who ncst 

maintain dstailed accounts. ninerable to c~mpetition from those who 

avoid taxes. 

5) Exports of many oilseeds and oilcakes are subject to export 

quotas and minimum export prices which are adjusted frequently. At 

times these restrictions inhibit t.rade, particularly when policy 

announcemeats are delaysd to the 2xt.snt thai ex?orters are unable to 

take advantzge of xarket op?or:zn;ios. 



Togethe:, tF.ese policies, ac? fresuen: aEjus.-zect~ in :her;, a 3 2  t o  

uncertainities iz nakinq rnzrkzting decisions and ccn s2ve:sely 

effect earrings. M o v e m e ~ i  reEtricti3r.s an5  marketing r e q u i ~ e n , e n r s  

inpcst? by Staze Goverznec:~, and policies &kick i n k l b i t  e x ? c r ~ s  ef 

cilcakes an6 ex:rzc:ionz, wsul2 bcpear ta be the nose aet:inea:zl r o  

the interesLs of the 2roject. 

It is alleged thac private tzadcrs f r e q ~ ~ e n t : ~  indulge in ille~al 

marketing practices whish give them a conpetitive cia van tag^. 

Illegal crsctices allegedly include stealin.; cf electricity f2r 

proce~sing, avolZance c: raxss, iliegal biendin~ a f  oils, and 

illegal Eoveaent of oils scrcss scste bcrdcrs r h e a  s x c h  zovemencs 

are banned. Coo?e:atives, which are ~ ~ k j e c t  t6 much greater 

governmental and public scrutiny cannot insulge in these practices. 

The extent to which these illegal practices actually OC=Ei, aad 

jeopardise the narkeiing activities of the Federaticrs. cacnot 3e 

own 

R e ~ s s e s s ~ e n t  of ?r~iected Proiecr Revenu?~: Thc original 

assxmpcions regarding ~evenues to be earned from project ~arketinq 

activities, including sales of eonate'{, commerciaily ?rocured, snd 

projecl-prcleced oils and products, r.+c3 coz~ideraLle adjuctrne:.t .  

The n e t  effscr of the chznges a? tt:ti: ",sjr-ct 7eTJr?nues kr;d p r o j e c :  

visbility ;r c.;rrent funfiing ievels is u n c s r ~ a i n  a n e  nus: be 

car~fully evslnated. The f a z i  t h 2 z  tke czislncl 523;ezs prcjecrez 



:evhnues (2nd cssts: ir! 7sns:a;l: 1 3 7 3 i 7 0  > Z : . : o s  3 S ; i 2 s  = 3 m p t r i s o n  c f  

the buigst vitk ac'xal revenues (a:.< C 3 s : s i  ?valuat?d in current 

p r f  c e s  very cuziSecs2mc. 32-estizazion of t h ?  budget iz c-~zzent 

prices vorld ap?ear to be a przctical ?x?rcise. 

Reassessment of Buffer Stock Policv: It is not clear that the 

proposed operation of "localized buffer s=ocXsl' is eithe: foasible 

or in the best icteresz of t h e  project. To the extent that the . 

operation of buffer stocks would involve something other than profit 

naximizing decisioas on holdicg and releasing stocks, the pzaject 

may not be able to afford it. Price st3bilization programs ace nars 

appropriately and effactively conducted at the national level. 

Operation of a regional buffer stock in cornpet-ition with the STC 

vould appear to be futile. It is suggested that the ?rojecz8s real 

contributicn to producer and coasumer welfare will be through th? 

effective impleaencation sf its efforts to enhance oilsced 

produczivity and that project resouzces shocld be focused on these 

efforts. 

AcceleratL?d Developnant and Markstina of Hlqher-Valued Yon-Oil 

Bv-Products: The marketing of vegetable oils at remunerative prices 

i a  India is much less of a problem than is the marketing of con-oil 

by-qroducts. The development of higher-valued products and narkst5 

for protein meals and vaste products hulls) 

particularly effective in i!n?rovlag overall aarketing m ~ r g i ~ s  d c d  in 



. . r s d u z l n g  pressures c z  c l *  7 r i c c ~ .  I t  is rezoznen2e2 :ha: Cne 

?:eject a c c e l e z a t e  i t s  sf:;rts eo i ~ ; r c - ~ ~ e  T k e  kcceptabillity cf its 

cilcakes ;nZ exrra?tloas i2 hisher-;;iced i c r e i q c  r a r t e t s ,  is 

~ e v e l c p  an2 z i z r t e t  highez-vhlcei 3 - a z ~ n  f z o d c .  pzrtic3li:ly & a 1  

cnclogs, f:cs prattin m e r l s ,  an? t c  flni hi;ke:-vaiaed ~ 3 c ~  Tor 

v a s t e  prozucts. 

Cencra1iza:ion of E a r k e t  >.na?ycis a n t  F o ~ e r a s t i n q  Fuxctisns: f n e  

f e d e r a ~ i o n s  cauld o b t a i s  a significan: c o ~ p e t i t i v e  a d v a c t a q ~  in t h e  

m a r ~ e t i n g  of t h e i z  2iseucts through :he cen:ra:i.zatior( ci IjC):ia 

ftci1i;y. S ~ p 2 L y  acd Zernane ccn3iticns f ~ r  s i 2 s e ~ 2  sne p;ocz:ts 1r- 

I n d i ~  and in vorld m a r ~ c t s  are n o t o r i c ~ ~ l y  d i f f i c s l c  c o  2 z e 2 l c ~ .  

The cost data 

and a n a l y s i s ,  can 5 1  very higr:. A ccre q r o ~ p  cf veli trained 

analysts 2nd e c o n o r n e t r i z l a n s  with access tc ccnpcter faci;'t'c' - -  - - 
could red-ace tho z 3 ~ t  o f  c c ? l l e c = i > g  2 2 ?  c n a l y z i n q  c5e  :.:rsc e n : - l n t s  

available t o  the fn3era:isns. It i~ ir.p3:tant L h a r  t a e  ;c:k f o c u s  

on seetic? :n~szma:ion needs an2 ~ o l v i n g  :he p r a c t i c ~ l  p z o b l e n s  
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I t  I E  no: p o s s i 3 i e  :o c n  a c c u r a t e  e v a l u n t l ~ z  o: t b e  e f f e c t  o f  

t h e  p : o 2 u c t i o n  e n h ; > c e z e n t  s z r k  o ~ ?  c r o ?  y i e l 5 ~  ;: :kLz '4-c I-...-. T ~ E  

p r i s c i p l e  r e a 6 o n s  b e i n g  a s  f c l l o r c ~ s :  

1) I n  t h e  m a i n  c r c p  seasoc  c f  1 9 8 1  c o o p e r a : i v e  o z g ~ n i z z t l o n  work  

w a s  o n l y  r e a l l y  g e r t l a q  = c a r t e d  a!-.< nc  i a p b t :  3 f  cry  magnircce 

c o u l d  have  b e e n  m e a s u r e d .  

2 )  Ic t h e  m a i n  CiOp s e a s o r .  o f  1 9 8 2  t h e  v h o i e  c ~ g a n l z a t i o n  s t a r t e d  

t o  zove. E c w e v e r .  o c e  of r h e  t e s t  g r o u i n ~  s e a s o n s  I n  h i s t o r y  

c c c u z e d  i n  this y e a r  a n d  i t  w o u l d  be d i f f i c u l r  i f  s o r  i m g o s s i b l e  

t o  s e p a r a t e  e n v l r ~ n m e n t e l  i n f l u e n c e  f r o c  t h e  e x t e n e i o n  i m p a c t  of 

t h e  p r o j e c t .  

3 3  T h e  s e c o n d  m e a n i n g f u l  y e a r  (1985) cf t h e  p r o j e c t  &as 3 b e l o w  

nczmz: yea: fc: t k 2  R a i n  c i o p  s e a s o n  ~ i i n  a 13 day d e l a y  i n  t h e  

o n s e e  cf t h e  n o n s o o 2  an5 a n  e a r l y  v i ~ h d i a i ; a l .  T n i s  i s  n o t  z n  

c n u s i l a l  -,5enor;.enon i n  t h e  s e m i - a r i d  trosics b u t  sziil leev.-es u s  

w i t h  t v o  p o i n t s  o n  oor g r a 7 h .  T h e  f i r s t  was u n c s u a i l y  h t g h  a n d  

t h e  62ccnL b e l o w  t h e  ten year a v e 1 z g e .  I f  a j u 2 g e c e r . t  w e r e  made 

o n  t h e  b s ~ i s  3f y i e l k s  on  t h i s  t r e n d  l i n e .  i t  w a c i d  hays  t s  b e  

 rim i n d e e d .  



Tbe initial abjectives of the p ~ o j e c r  were to help groundnut 

producers aCopt productioc techniques which i n c ~ e a s e  unit area 

yields and decrease the vulnerability of their oilseed crop to 

climatic variatioxis. T h e ~ e  objectives were initially t o  be achieved 

66 ~ O ~ ~ O V S :  

1) Established regional research centres working on oilseeds crops 

basic information for p ~ o d u c t i o n  practices to 

locally tested and adapted. 

2) Area Agronomic Centres staffed by applied research scientists 

would be set up to develop and test packages of practices that 

w o ~ l d  economically inciease unit area yields of groundnc:~ and 

soybeans. 

3) Mobile teans of two specialists working at and out of the 

District Farms and each ceam serving SO villages. Mobile team 

members vould conduct demonstration and training programmes on 

the District Farms. 

4) Village cooperative representatives vould be trained at district 

farms by mobile team members and would thea conduct 

demonstrations on their own farms. 



5) Improved seeds, fertilizers. pesticides. Im?roved implements, 

and assistance for credit would be provieed through the village 

cooperative societies. Subsidies for aost inputs ar2 available 

from v a ~ i o u s  government agencies. 

j )  Farm gate procurement and attractive pricing would complete the 

proposed production enhancement procedure. T h e  uitimate goal of 

the production enhancement program is to not only increase the 

income of cooperative members, but to also provide adequate 

supplies of raw materials to the cooperative federation 

processing plants. The area required for this production would 

be acquired in selected districts with enough farmers organised 

into village cooperatives to ensure adequate supplies of r a w  

materials. ' 

O n  the basis of the initial 10 registered oiiseed growers 

cooperative societies a propcsal for the registration of a State 

level Oilseeds Federation was submitted. With the approval of this 

proposal the Gujarat Cooperative Oilseeds Grovers' Federation became 

a reality. The federation then recruited their own staff for 

organisationdl work. The federation's newly recruited mobile teams 

received training under the NED3 Spearhead Team and the expansion 

vork was under way. 



l j  Area kqrcn~mic Centre: This ~ o a l  h a s  not Seen zeallze6 becazse  

lanZ acquisition o: tran~fer has rL3t been uneoztakec by t 5 e  

s t a t e  ~overnzlent. 

2) District Farms: This goal asaic h a s  ~ o t  bee3 acnieve3 a s  

originally planned. However, the state i z  1580 allocated l E  

hectares of their Talaja Farn for GHOFEG use. This a r e a  had not 

been c ~ e d  for several years 60 there w a s  a r n a j c ~  pzcbiem with 

weeds tkat are ocly now being brought cnder zontrol. G F C J F Z ~  

staff are usicg a   mall area for ~ Z a p t i v e  :*search ariC Lhe 

balance of the area for s e e d  muitiplication. This i c  only a 

tempoIsry arrangemen: and the state r . ay  take back chis : e n d  ;t 

any tine. 

3 ;  Mobile tesms and d e n o n s t r a r i ~ n s ~  There are r lou 34 mobile ts2rts 

in place. Each mobile team servlces an  aveEage of 30 societioz 

and 2050 farmer i;t€lilb~r~. The  t.o=i?c? teans a:e ccordinctei 

through di~trict oifices located at various centres in the 

project area. Almcst 6000 village mee:ings and 189 f i l m  shows 

were held to teszh in~roved grclundnut production practices and 

to maintain awareness of, and Eupport for, co-operative 

methods. About 7900 farmers have  Seea trainel for aiding t h e  

team in efforts to establish E:rong societies and production 

enhzncement practices. Demonstration :lots involving a "package 

- .  of practicesM give viliage f a i n ! e r S  G i ~ r s t  har:d look at t h e  



advantages of improved methcds aad, in addition, provides t k e  

basis for the prodsction of i n p r o v ~ d  seess. 366 plots were 

established during the past year. far short of needs for a n  

educational effort with real ispacr. 

Establishment of an extension organisation which parallels 

existing functions of icstitutions and organisations has caused 

unanticipated effort to coorlinate vork and avoid duplication. 

Largely this was done by obtaining government rulings to give 

mutually exclusive  assignment,^ to GRO~FD in its project area and 

to the other services outside the G40PED area. The system now 

seems to be working but there appears to be a need and some 

opportunity for greater invo1,vement of extension expertise from 

140utside" sources. 

4) Crop Prgduction Inputs 6 Practices: A package of practices for 

inczeasing the yields of groundnuts has been developed. There 

seems to be very l i t t l ~  information available on increases in 

yields that can be expected a n  farmers' :ields due to the 

package or the economic feasibility of using these inputs. 

However. improved seed, fertilizers and have been 

distributed from village P0GC:S. The volume of fertilizer that 

has been moved has increased substantially from a very modest 2 

tons in 80-81 to 4622 tons in 82-83. Volumes of pesticides and 

sprayers, dusters and improved impleinents have been distriSuted 

in greater numbers and the POGC's expedite this inovernent by 



handlin~ ~ u b s i c y  zei~3ursesents. GR3FS2 is mountlng d 

substcn:isi e f f o r t  tc provide improve? ~ e e d  t c  its 2rob:er- 

members. Tkis i~ b c i ~ g  6 o r e  tF.ro3gh L:e formaticn of 

cazefuliy selecteci fazners ar;.d viilages irlto a sesd 

prolac:i~z netu~rk. Hcre than 1137 ; c z s  of seed vert s c l 5  

in 81-82 and 950 tons in 82-83. In 1.22-83 the follovinq 

produztioc inputs vere sup?lied t h z o u s ~  the prirzary 

cooperative s~cieties: 3772 kqs. of ~ e e d  treata~c-nt 

chemicalc. 1520 packets of ir.oculu;.,, 39.652 litres of 

insecticide, 7355 kgs. of fcr,gicide, a s  well aE ths 4 6 2 2  

tons of fertilizer. 

Lescons Learned 

One lesson learned was that established reseazch organizations 

within the government framework vere qoinq ro resist the 

establishment of a private sector research effort that wocld be in 

com?etitica with tzzrn. Consequently. the plan3ed establi69r.e:t of 

an Area Agronomic Ce~t:e and Cis~rict D e ~ o n s t z s t i a a  Farms coz le  riot 

be zchieved as planned. The Gujaza: St,ice Government msde a snail 

concession by ailocating ? B  he cia re^, of an c x i s ~ i n g  st-ate f a r s  to 

GBOTED. Thus, it appears that GROFZD will tint it necessdry to m3:e 

or less accommodate it6 6ctiviti.e~ to existing goverr~nent agencies. 

It appears to have t h e  flexibility t:, do this c,u:te well. 
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1) The Project area covers  bout 8 3 %  of the groundnut acreage in 

Gujarac. The goal of incceasing g :oundnu t  proZuction in G u j s r a t  

to 2.36 million tons By the end of the project would appear to 

be an ambitious undertaking. The five year average for the crop 

years starting in 1977 an? ending in 1982 are 2.07 million 

hectares in groundnuts with 1.838 million metric tons of 

production and an averaqe yie1.d of 885 kgs./ha. These averages 

include the above average year of 1981-82, but do not include 

the 5elow average year of 1982-83. To achieve the stated goal 

an increase of 522,830 hectares in area vill be needed or a 30% 

increase in yield (ave. of 1150 kgs./ha.).- A 10% increase in 

yield to 974 kgs,/ha. would be a substantial achievement in a 

low rainfall area and would require a 355.000 hectare increase 

in area. 

Production to satisfy the projected processing capacity appears 

to be a much more attainable goal. With a 1500 ton per day 

processing capacity running for 303 days per year 450,000 tcns 

of raw materials will be needed. If goals are achieved in 

society formation, farmer members and groundnut producing area 

then, even at the stated average yield of 885 kg./ha., 525,000 

tons would be produced on t h e  project area. TWO problems 

renain: one, the ability to procnre a very large percentage of 



- 81 - 

menbersP.ip produc:ioc ac?.  tvc, the fa-t ZLat in s2zs years the 

:o:al groundnut prodcction cpn fall S e ; c ~  :he czs~clty hekc?: of 

the federztion's processing facilities alone ( S e e  flgsr? 1.) 

The most effective educationkl tool tl:: extensio,? persannei 

heve available i~ the result demcnstrstion. ? r o a a n t l y  o ~ l y  one 

team rneiaber in each nobile team is an ~griculture graCuatc. 

Even vith ste2ped up farmer training anc assistance fzoz other 

team nenbers tho needed dezonstration Frogranme is above c c e  

person's capacity. A demonstra:ion is s h ~ w i n g  pzoven r e s s a r c k  

results acZ there is no roon fo: failures. 

1) The original plannins called for research personnel to be 

stationed at a federation estzblished acjronorni.~ cectre. Ti>? 

federation propcsai for the state governnant to s l l o c a t e  Iznd 

for the Aqroncmiz Centre w a s  a o t  . ? ~ p r u - ~ e d .  Cocs2quPn:iy. s o z e  

alternative ha2 t3 be deviseC to sstisfy the r e s e ~ r c h  neec?s of 

the project. 

Fortunately, considerable research capability does  exist In 

Gujerat. The National Resesrch Centre for ground nu:^ was 

establis,,ed In October 1979 a: J u c a g a d h .  The land aii6 ~uiidinq6 

vere leased fron Gujarat Agrlcl~:t,~ra! Jniversity azd staffing. 

dovelo~nent 2nd research hzve proqressed well in a relzitively 
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short psriod of tine. This insci~ute 33s established a good 

working relationship vith the International Centre for Zesearch 

in the Semi-Arid Tropics (ICRISAT) and has access to their 

considerable resources. No doubt one of the best collecticns of . 

grcundnut germplasm in the world is available to the National 

Institute from ICRISAT. Sources of resistance to rust and 

*tikXaU have  been identified in this collection and are no doubt 

alrzady in the National Institute's Collection. 

When s?gcific problems in groundnu: production are idantified 

NRCG and/or ICRISAT should 3e able to xount a considerable 

research effort to find a soiution. Grants from the Federation 

could be made for work on specific proiucti.or, oriented problems. 

One of the biggest problens that faces the production 

e?.hancement work is the great variability in rainfall which 

hinders the development of a package of recommended practices 

that will consistantl;~ an2 economically increase yields in the 

There is no evidence that work has been done to dstermine the 

economic feasibility of the presently recommended package of 

practices on farmers' fields. This needs to be done. 



Apparently no attempt has been mai!e to conduct a baseline saIvey 

for the project area. It is difficult if c ~ t  i~possible to 

rne;sure prc~~ress witho-~t knowledye of the starting yoint. 

Arbitrary starting points cac be established but leave the 

measuremeat of progress open to criticism. 

In an area with the natural constraints on pro22ctioc that exisc 

in Gujarat it vill take tine to produce significant results in 

increasing yields. It will take time for research. fcr testing, 

for extenslcn and for ~dopticn. Except in irrigatsd azeas large 

increases in yield shculd not be expected. 

If the xajor economic objective of the pzoject is to have a y e a r  

to yezr flow of raw materials to keep protes~ing plants in 

operaticn at full caycity the only se~srble policy in s 

semi-arid area is to put mzximua effort izto protective 

irrigation, and recruit heavily in irrigated arear. 

The completely overriding environmectal factor in semi-arid 

areas is the certainty that there will be uncertain rainfall. 

Year to year fluctuations are frequen:ly of the order of two 

standard deviations. 

The best alternative to be fol?,owed ir. short ceason, low 

rainfall areas &re t h e  use of ;)reductive s h ~ r t  duratioz 

varieties. If for the purpose of a n  exanple we can make some 



geneialised assumptions the va?ue of snort d51ra:ion varletiss 
7 

can be daaonstrated. 

Let us assume that eva2osranspirati~n losses (vater losses f rorr ,  

soil and 2lant6) average 6.25 a .m.  per d a y  for a well warerod 

crop. This rate of daily 106s  is cozmdn Zo many semi-arid areas 

of the vorld. If tile growing season of four different varieties 

is 90, 100, 110 and 120 days respectivziy then the rainfall 

required to carry each variety to mstuzity vithout moisture 

strsss vould he 563 am,  625 nm, 688 sm 3r.d 750 crc. Any 

re?ucti3a in this arnoxnt could be ex2ecred t c  redace yields. 

The 13 years averaqe r a i n f a l i  for the fcuz ccoppicg season 

months in Bhavnagar arid Amceli districts is- 542 mrn and 535 mm 

respectively. In Bhavnagar aistric: only tvo years in the 13 

had rainfall exceeding 750 mm, the amount needed for the 120 

days variety. Theze vere however 7 years where the rainfall was 

adeq-late for the 30 days variety and tuo Doze years vhen 

rainfall w a s  only about 50 nn 12s; than fcll crop requirement.* 

The remaining four years vere grim indzed with only 361, 262, 

222 and 221 mm of rainfall recorded in June, July, August, and 

September. 

There may not. of course, be a close correlation b+twe*n total 
r a i n f a l i  and distribution of that rainfall over the 4 monrh ?ariod. 
It wculd be u s e f - ~ l  to exapine weskly r a i n f a i l  data. 
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In Amreli District the picture was about the same. kith the 

zaiafall in one year adeqcrte for a 120 days variety and 6 yezrs 

out of :he 13 adequate for the 8 0  days varieties. In two y e a r s  

the yield vould be substaczially reiuced even with a 90 days 

variety an2 the other 3 year had oc!y 352 rum. 292 mm.and 223 mi 

of rainfzil. With these l m  amount rainfalls crop failures 

would be common especially on shallow or light soils. It is 

evident that short duration va.rieties will reduce risk in 

strictly rainfed areas but vill not e:ininate it. 

Recommendations: 

It vould appear from the above analysis that a straieqy co 

stzbilize year to year yields at a  oder rate level in strictly 

rainfed areas would be a bet.ter approach than trying to 

substantially increase annilal .yields. Even then it must be 

recognized that there will be years when, due to very lov 

rainfall amounts, or very poor distribution of the total 

rainfall received, yields will be very lovand failures vill 

occur in less favourrble situations (see graphs. Fig. 1). 

1) Advanced planning viil be needed to ensure esrly returns from 

research efforts. The National research Institute for 

Groundzuts nust be crged to develop short duration varisties cf 

groundncts that are resistant to cercos?era leaf spot, rust, and 

alternaria leaf spot. These vzrieries s h ~ u l d  be sc~eened for 

high levels of seedling v i g o r  and deep  r o c t  systens. 



Reseazck on seed dzying a g d  s2ed sE3:ago shcul? alss Se 

initiated. 

3 ;  I f  it has nst alzeady bfen ?ole then the qcTJe:nnsnt should Se 

uzged to andertake hydrological s u : - ~ e y s  oE t h a  entire project 

area, to locate all ucdsr::round water. (We u n d e ~ s t a ~ d  the 

fedezation is planning to reqcect such studies.) 

4) Studies should be initi~ted on inexpensive. low power, highly 

efficient means of distributing w a t ? r  o n  snall farms with wells. 

5 )  Tke Gujarat State Governme~t should be encouraqsd tc transfer 

the balance of the Talaj3 Stace Tarn to the federation. It 

could then serve a very useful function as a training, 

demonstration, and seed proZuctlon centre. 

6 )  There is need for a Ph.C. level staff membe: in a high level 

position at GRCFED headquarters to provide liaison between the 

federation and research organizations. He would also supervise 

the applied research, acd demonstration grogram a s  well a s  the 

seed multiplication and improverzent work. He could provide 

guidance and direction for the training of agricultural staff 

members. 



Accom3lishment to Date, Xadhya ?=ad- 

In #aA,hya Pradesh the en2 of projecr coals were set 2t 250 cilseed 

growers' cooperztive ~ocieties covering 1.25.000 farmer mesbers with 

2.50.330 hectazes 3f oii~eeds area. With the planned processing 

plant capacity of one 400 TPD an?. at present production levels of 

about 725 kgs./ha., nearly 1.66.000 hectares of soybeans vou12 be 

required to operate the processing plant 300 tzys per year. To 

achieve this goal on the targeted area seems io be well within the 

reach of the project. 

As of March. 1983, a total of 181 rocieties have been regiszered. 

There is a total membershi? of 15.924 grcwers in 1533 villages. 

These growers cultivate 54,230 hecta~es of oilseeds. 

Three hundred demonstrations have been completed in farmers' fields 

and average yields in these demonstrations ranged from 1 to 1.6 

tonne6 per hectare. A 6  an aside, i:ando~.issd replicated yiel6 trials 

conducted at Amlaha farm gave yields of 2 . 0  to 3.0 tons per hectare 

for most treatments during 1982-83. 

The primary societies distzibuted '713.64 WT of im2roved seedr, 1590 

kgs. of seed treatment chemicals, 980 PIT of fertilisers. 36,667 kgs. 

of insecticides and fungicides alonc with 15,665 2ackets of 

rhizobiun inoculum. 



Nc original tazgetii were 5 2 :  fcr 3 n c ~ n t 3  si ?iDi~~t.ion inputs :G b e  

distributed, but the amcidnis hzve been g:owing ~teadily. 

. ? ? b l l e d  R e s e a r c h  a n 1  De7~el3?~9nt Centre: 1: zest be natod that 

Xadhya Pradeta has propoEsd the es=ablishn?nt of 3 n  Ap?iied Research 

and Development Centze that vould ba in addicion to th? plannod A r e a  

Agronomic Centrss and District 3em~nstratio F a r n s .  The stated 

reason for the establishaent of this facility is that "the quantum 

of research being done in Nadhya Pzadesh is considered to be not 

adsquate and location specificu. 

Special attention vou:d be qiven in taese cen:ros ?LO a2plied 

research and developrrient in the aroas of ?roducti-oil, processing and 

utilisation. The total cost to the project is estimated at 

13.625,000 rupees. 

A r e a  Aqronamic Centre: It i~ propcsed Lhai a n  Area Agroncmic Cenrre 

of 500 ha .  bs set up near the site a ~ f  the s3yheaa pcoccssing >?an: 

a: Ujjain. The pro306ed transfer of t h e  gcvornnect faz in  of L 3 3  ha. 

at t>is location vould provide t h e  sore of this centre. Additional 

land. which is available. could be ,added to this farn to nake up an 

area of 400-500 ha. This centre vo.uld be u s e d  for applied rGsearch. 

training of mobile teams and fzrnors and for seed multiplication. 

The mobile teams would work out of t3e dr?d agronomic centre. The  

transzer reguest by the federation is ucder consideratioc by the 

state government. 



District Demor-st ratio^ F a r m :  UnZe: t h o  o r i $ i n a i  d~fini~ioii of a 

Cistrict all of the revenue Ci~tric!ts in t h e  soybean cjrcznins area 

&re lumped in:o one pzoject district. ?;is then Ln~iies only one 

district farn f o r  the area. A t  present a farm 3f ;bout 70 tecrares 

has been transferred by ihe Etate gcve rnmsn t  to Ct,e f~3e:atior-. 

Substantial imp:ovements have been nade on this f a r n  arid It is n o s  

serving as 5 District 3enonscration Farm. It LZS taken over by tk? 

federaticn in December, 198C and two g ~ o d  cro?s o: Rharif soybeaa 

seeds hzve been 2roduced. 

Kcbile TeaKs: Kadhya Pradesh nade a n a j o r  n~dlficasion in the 

nobile tezn ccncept. They have a Regicnzl Xanace r  for Coc?eratives 

and Extension who is with federetion level rcanageneiit and is 

responsible for district level pro2uctio~ enhancement activities. 

The District Manager is respoa~ible for ail 3peratiocs ic this 

district. Ccoyerative formation officers and aqiicu!tural officers 

F are under his jurisdictioz. ie5.n~ of Fizld Supervisors and Field 

Assistants working cnSer the ccoperativc a-id agziccltcral office:: 

are responGible for t k e  day to day opeiati0r.s in t h e  villages. A 

mobile Learn is vorking in eack 0 2  Indore, Dewas, D S a r  and Ujjaln 

Districts. 

Productior, Enhanceaient I r , s u t ~  Xadhya F r a d e s b  has g:!t rcror.? 

exriphasis on a u  improve3 seed programme. 7!1?y ; z e  nor ar.?y 

attenipting e a  in7rove t h e  ~urlL!y an2 gnirr.i~c~ion sf t h e  z e 5 6  b u t  

m tP.ey are cultiplying the best bold ceeked yeliaw varieties. ~ h ~ e e  

seed ?rocess~.ng r;iant6 have been, established with good s t o r a ~ e  



facilitias. Sead is beizg cleaned, g ~ a d e d ,  bagged and stored under 

fairly good conditions. 1mprove:nents nesd to be made in the storage 

facilities but these problems are recognised and they are working o n  

Aside from seed, seed treatment and inoculation have been vorked oa 

as the principal and overriding problems in increasing unit area 

yields. This is a very s3und a p ~ r o a c b  to 'he problem. Expensive 

inpuzs in fertilizers and pesticides should only be used after there 

is a proven ability to establish a good plant stand. In the past 

t*ro years the novement of pesticides and fertilizers through the 

cooperative societi~s has increased. 

Lessons Learned 

In Madhya PraCesh it appe3rs that productloc enhancement work 

started off on a sound faoting. High ?rioric:~ was gi*~en zo 

provi3ing high quality seed of iaprove? yellow-sesdtd v3rieties. In 

spite of scme advanrages of black-sesded varieties, de-oiled cake 

from these vazieties would be difficult to market due to the color. 

The test plot work being done in weed control indicate that weeds 

are a major problem in rainfed soybean production. Fortunately the 

higher averaqe rainfall in this area removes the most serious 

production constraint. Thus, higher Levels of inputs izclxding 



p r z - e m e r g e n c e  ueedicices can  be j u s t t l L i e Z .  I n  t n e  d e r n ~ n 6 : z a t i c ; :  

c o n 5 u c ~ c d  cr, f a r m e r s  f i e i ?  :: h a s  :,Seer. c c ; l z 1 . ~ ~ i i ~ e ! y  F:OV;eil t r . a i  

y i e l d s  cF 1 r o  1 1/2 rocs/ha. z a c  t~ acF.:lv?5 w;C ,,h a f a i ~ L y  ~ c d c s t  

p t c k b c e  o f  prscticss. 

1: a p 2 e a r s  t h a t  t h e  t e c h n o l c 7 y  i s  i n  nrs i  &:id t h e  stsf: iri ? l a c e  63 

t n a t  vher ? r o c e z s i n g  f a c i l i t i e s  c 3 z e  c n  l i z e  the s u n p l y  cf r c w  

m a t e r i a l s  s h o x l d  i s  c o n d u c = e a  w i t h  

g r e a t  v i g o r .  

T h e  b i g 7 e s t  p x o b l e r .  Cha: c a n  b e  i d e n t i f i e d  a t  t h i s  t i n e  is with t h e  

h a n d l i n g  and s t o r a g e  o f  seed. A t  ' In t iore  seed c l e a n i n g  2nd g r a d i n g  

w a s  b e i n g  d o n e  v e r y  w e l l .  T h e  seed  q o i : ~ g  into t h e  s a c k  i s  a good 

l o c k i n g  p r o d u c t .  U n f o r t u n a t e l y  t h e  hanZiing a n d  s t c r a g e  l e f t  

s o n e z h i n q  t o  b e  d e s i r e d .  The biiq s t a c k s  q z e b t l y  e1:ceoZe2 z c c e p t a b i e  

l i m i t s  an? t h e  s t a c k s  w e r e  set cp laanu;lli!r u!llch 'means t h a t  n a 3 j r  of 

t h e  s t a c k s  & e r e  e x p o s e d  t a  a t  l c t  o f  f o o t  r r a f f i : .  

Recornr.endat i o n s  

3. c o n c e n t r a c e d  e f f o r t  t c  i c ? r o l r e  seed  t c o r a g e  fo:  t k e  p ~ e c c r v a ~ i o c  

of seed v l a b l i i t y  s h ~ u l d  c e  i r . v e s t i g a : e d .  



Accarnpl :s>ments t g  dat.? - Tanii Nil& 

Tamil Nadu has propossd t o  havc 500 oilaeed growers societies vith 

1.98.030 farner menbers and with an area of : , 7 5 , 0 0 0  hectares in 

groundnut production by the end oi the project, 1 9 8 7 - 8 8 .  The:/ are 

targeting an annual procurement levei of 1,35,000 tcns. A yield 

increase of 2 3 0  kgs. per hectare j.6 projectad by the end of the 

project . 

Due to a prolonged d r o ~ g h t  in the area, Implementation has S2en 

6low. Work started in July 1981 a ~ d  20 60cie:ies bad  been orgacised 

by the end of the year. By April 1983 100 societies had been 

formed. The societies have a total of 6,543 members in 3 9 8  

villages. There are 9 , 3 5 0  hectares of groundnuts grown in the area 

covered. 

The federation in Tamil Nadu, after surveying several p~ssible 

sites, has chosen the Vellala Vidhthi Oilseed Fzrm as a suitable 

site for the Area Agronomic Centre. The farm has aa arsa of 2 7 4  

hectares and is located in Pudukoetai district. The federation has 

requested the release of this farm for the establishment of the Area 

Agronomic Centre. 



District Farms: The fezeration h;s idsnrified the Govermect 

Oilsee6 Farms cf Puttar a n t  M-~s~arzvakkac for the establi~hnent of 

district farms. Hcssaravakkam is a f a r r ,  cf 62.5 hecLares a i ~ d  has 

been transferred to the federation by tne state government. 1: is 

zov in full o?eration pr5ducinq fountatior, seed o f  imprcve6 

varieties. Because it is fully irrigatee it ear,  produce three seed 

crops per year. 

Hobile Teams and Extension: The Spearhead Team fron WDDS that did 

the first work in the forcatlcn of coo?erative societies ncv has six 

members, four are assistant executives a ~ 3  tvo are extension 

WorKezs. Two other teams have been forned chat are ncw e n g s g o d  i n  

society fornaticn and suzvey vork. A: the er.drc.f: April, 19B2, 1 G O  

cooperative societies had been registered and this vork appears to 

be progressing smoothly. 

Pro5uction In~uts: A s  against an end of project pro7osal to ccver 

20% of the area with improved see? by the ena of the project, a goal 

of 2 %  vlll be attempted this year. Initially, the fedeiati~n 

utilised the facilities of t h e  Directorate of Oilseed for 

procurement and distribution a f  seed. Now the federation is 

permitted to extend the subsidies directly to socieiy memSers 2nd 

claim reimbur~enent fzom the direc!torate. This allows direct. 

timely service to society nexbers and relieves them of the re2 t a p e  

involved in claiming subsF2ies. 



The  : edeza : i ca  2 2 s  p r 2 c x r e 2  169 t c c a  sf tr-:t!if7::l:1 l a k e l l e 6  s s e d  sad 

2 r s p o s e s  t o  buy a n  a d d i t i o n a l  100 t D n s .  

?Lo a u n d r e d  eigh:-( t-do t o n s  o f  f e r t i l i z e :  ::av,rt S e e n  d i s t r i b u t e d  

t h r o u g h  t h e s e  aeTdiy f o r ~ s d  cooperative s 5 c i 2 t i e s .  I t  n u s t  be 

r e n e m b e r s t  t h a t  o t h z r  a g e n c i e s ,  b c t 3  p r i v a t e  a z d  pu5 l : c .  a r e  i n  t h e  

a r e a  d i s t r i b u ~ i n ;  c r o p  p r o d u c t i o n  i n p u t s .  I n  a m a s s  s p r a y i n g  

p r o g z a n m e  2 6 8 2  h e c t a r e s  3 e ? o n g i n g  t o  2 5 4 6  x e a b e r s  w e r e  c o v e r e d .  

3 , 5 0 0  l i t r e s  o f  p l a n t  ? r o t e c t i o n  c h e m i c a l s  v z r e  u s e d .  E x t e n s i o n  

e f f o r t s  h a v e  b e e n  p u z s ~ e 3  u s i c s  3ppzoveS e : i t s z s i ~ n  n e t h o d s  a n d  

t r a i n i n g  F r o g r a m n e s .  

I m p ! i c a t i o n  o f  A c h i e v i n q  End o f  P r o j e c t  Gcals 

T h e r e  h a s  b e e 3  a  t h r e e  y e a r  d r o u g h t  i n  t:i; a r ? a  t h a t  h a s  

s u b s t a n t i a l l y  r e d u c e d  s r o ?  y i e l z  a n d  c ~ n s e q u e n t i y  f a r m  i r ice ine .  Maxy 

f a r m e r s  have r io t  b e e n  a b l e  t o  j o i n  t a e  c o c ~ e r a r i v e  s o c i e t i e s  b e c a - ~ s e  

oT t h e  5 0  rupees s h a r e  c a p i t a l  r e q u i r e n e c r .  I n  view of  the p:ogress 

t h a r  h a s  b e e n  mad? i n  s ? i t e  o f  tkis c o n s t z ~ ? i n t  t h e  p ros?ez : s  a p p e a r  

b r i g h t  f o r  a c h i e v e m e n t  o f  t h 2  end of t h e  p r o j e c t  g o a l s .  A s  c f  

A p r i l ,  1 9 8 3  o n l y  cne g e a r  a n d  n i n e  a o n t h s  h a d  ~ a s s e d  s i n c e  t h e  f i r s t  

s p e a r h e a d  t e a m  s t a r t e d  t o  w o r k .  W i c h  the r e t u r n  of n o r n a l  r a i n f a l l  

c o n d i t i o n s  t o  t h e  a r z a  a n d  t h e  c o n t i n u a t i o n  cf p r e s s n t  w o r k  e f f o r t  

t h e  end  of p r o j e c t  g o a l s  s h o u l d  5 s  3 c n i e v c i  i n  t h e  p r o d x c t l o n  

e n h a n c e m e c t  w o r k .  



The principa: prcblem f o z  the federatlcn in Tanil NaSu is the recorc 

breaking drought conditicns that exist in tke area. The iz?crtance 

of this con?letely overrides contideratl~c cf ;ny cther prohiens. 

Recommendations 

Due to the extended drought  condition^ and the short programme time, 

it is not possible to miike scy meaningfu: juagements 2nd. 

consequently, reconmendations in the prodrction en9ancemeat area. 

The nee2 for lovering requirements f o ~  field s t a g :  qualifications is 

a disturbing development in the prod3cticri enhaccexent vork. This 

increases the need for a tiglily qualified pers3n zt the PhD. lev21 

in the federation mar~ageirient. Tne propcz percons in this position 

could provide the follovins functions: 

(aj Liaison between resezrch 2rganisation and project extensios 

personnel. 

( b )  Coordination between production a ~ d  processing. 

(c) Supervisicn of mobile tezm activities. 

(d) 3irection for applied research, demonstration and extension 

training. 



Objzctives ~f the p r ~ j e c t  3rr  to ce achi2vzC through a coo?erati7~e 

orq~nisation based on tile Anand  C)operz:lve Pattern. Prodi~ction. 

processing and marketing are to be inteszat23 into a coop?rative 

structuze owced and managed by th12 oilse5d grcwers. N 9 D 9 ,  thzcugh 

its Oilseeds and Veg2table Glls Wing (SVzW),  assists each 

prtieipating state to organanize g:crdec's cooperative societies and 

d state federation azd helps to create t!?? suppor:ing infrastrutt~re 

for a viable operation. 

In eacl? state the N 3 D B  ar,d the state government nust agzeo on the 

by-laws of state level Oilseeds Gsowers ~eder3tions and the village 

level cooperatives. project area, nomination of chairman. and 

appointment of managing dizector ~f the federation. The state 

governrnect ~ l s o  agrees to gu;rantee the zs~aynent of loans and 

advances by N D D 3  to the fedtration. exenpt the sale of donated oils 

in the project from tax, acd  mcke available ?and for district farms 

and agronomic ceritres. 

Democratic cooperative principles vere incorporated into society and 

federaticn chaztozs. 2rovision vas made to relinquish ND3B/OVOW 

control and oversight to th? farner members of the societies as soon 

as they have leatned s~fficiectly to asanme control and c o n ~ i c u e  

viable operation. Federation notel by-lavs provide f c r  the 



constitution of a cansuleztive commiitee ccaposed of r e v e n  fazmezs 

foc each district which k;ould a d v i e e  t h e  fe6sration a c  m t t e r  

pertainin.; to Froduction. procurenlent and technical in?c:s in t9eir 

ciis~ricts. 

En2  of project organisational goals are s n o w 3  in the appendix tables 

111 D (1) and (2). Isitiation of the project was delayed fcr almost 

ope year due to insufficient fund% fo: stazt up because of the late 

arrival of the donated oil. However, exceilent ;>regress has been 

made on the establishment of state fe2erations and village 

societies. Four of the prcjected five Etate federations have been 

fcrmed. Thzee of the five states have fcrmed 1 2 5 3  villacje ieve? 

societies with 90,571 sernbez~ in s i x  distzicts. Work is tc start in 

the other txo states in the very Pear fut~re. 

1) Gujarat: The NDDa initiated a vegetable oil processing scheme 

by purchase of an oilseeds prccessing rllsnt in Bhavnasar. The 

process of negotiations for t h e  f&ci;ity an5 ~chsequent registrat-ion 

cf cooperatives stimulated :he ;Late govezn3ent to G e t  a policy 

which res~rvsd for the cocperative sector new zdditions of 

processing facilities. By-lavs fornulate6 for the Gujarat Oilseec~ 

Grower6 Cooperative Federation became the r.~del fcr other stsies. 

Likevise, village level oilseedt qrovers cooperative society by-laws 

in Gujarst became the model for the project I n  all statss. 



- *ne Gujar3: a i l s e e d s  Gzc-~ers Zoc?a~a:i . ,*e r-sderaiion v a s  f ~ r n e l  ic 

June. 1979. 3y Xarcn, 1393 t52 faddra3on. vith Fi"u23 assistacce, 

h23 orqaniz~d 973 villa;? ?e-;si ccopera;ive qroxeis soc~ecia;, 

z?nbe:ship 3 a s  $ 9 , 7 0 7  faz3ers. with ? a n 3  a i ? ~  of 316,'?31 hettazes 

Organizaticnal goals w e r e  subatantially a e t e  with t h e  excepti2n of 

nembership per society. 

GROFED is now beginning to ac; 3s an in2ependent entity as envisagsd 

by its fcunders b ~ t  still retaizs needed org3nizational. policy, azd 

mznagr?rn?n: expertise of :TDDa/SVCW. G 3 O F E D  has sas'clmed 

responsibility far the administration of tke sgecial groundcut 

project of the Governme3t of I n d i a  within ;he ailsee?s ytoject 

districts. This program provides s u b s i d y  ta farmers for use of 

recommended inputs in production cf g:3unZnuts to prono'e the 

adoption of production enhancertent practices. 

\ 
L j  Madhya Pcade~h: The p r ~ j e c t  in XP is confined to soybean 

pro3ucing districts. Inicia: organisation of local cooperative 

societies vas done by th? NCDB/CVCX spsarkezd t s a n  and, t?cn 

staffing of che federation, steady progr?ss h2s b2en zade. Almost 

16,000 Larners have Seen organized into l e l  societies in 1533 

villages. The stare government appointed the federation as  

irnpleaenting agency for all oilseeds dsvslo~inent programs In :he 

saoperativs sector. The fedezation h 2 s  l ? s c  taken on responsi>ility 

for =he National Cooperative Deveiopm2nt C:r20ratlon1s project to 

set up four s c y b e a a  pracessing plants i> the state. This activity 

i s  cutside tke scope  c f  t 3 e  o i l s e e d s  ? i a j e ~ ~  5 e i n q  evaluated. T h e  



feeeration has initiated most of the activities required to achieve 

project goals and is making progress toward their attainments. 

Federation wo:k is conductet by two divisions: lnstitutionai 

Development and Production Enhancement. These divisions heip 

formulate policy and direct project implementations. Four mobile 

teams now vork out of azea offices in the district under division 

supervision. 

3 )  Tamil Nadu: Charter board members of the Tamil Nadu Cooperative 

Oilseeds Growers Federation ( T W C O F )  were all state government 

officials except for NDDB representation. 

Provision for management and policy control of the federation vas 

also vested initially in the state government. 

4) Andhra Pradesh: A Cooperative Oilseeds Growers Federation has 

been registered but operation has not been started. An I A S  officer 

has been named managing director a,nd project implementation should 

soon be underway aided by NDDB spearhead teams. 

5) Karnataka: Project establishment 16 in the discussion stages 

among NDDB/OVOW and the state government. OVOW anticipate6 project 

start by November 1983. 



I s s u 2 s  and Rec0mmenda:ions: 

Maintaining the interest of farmers to support their society and the 

fedezation along vith the training tc give them the abilities anJ 

confidence to assume higher leaderahip roles will need increasing 

attention as the time nears for e l e c ~ i o n  of federation board members. 

Project goals were to obtain significant enrollment in the village 

societies from the sinall farm sector. Average number6 of members 

per society ranges from 52 in Tamil Nadu to 8 8  in Xadhya Pradesh. 

Examination of records indicates that membership grows with time and 

the late adopters generally are the smaller faraers. Data is 

available only for Gujarat where the project has been undervay the 

longest tine. In Gujarat avera'ge holdings are 4.38 ha. for society 

nenbers compared to all farmers holdings of about 5 ha. Host fall 

in the medium size group. Clearly. considerable progress can be 

ex2ected as the societies grov older. 

Consultative committees have been formed in the districts of Gujarat 

but not in the other states. Formation of such committees in all 

federations would provide growers with representation in development 

of federation policies and give them valuable experience for 

assuming board membership responsibilities vhen the five year terns 

of appointed board meabers expire. 
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Product and Process Development 

The product and process development component is linked 

closely vith market research an2 resting and many of the 

relevant issues have already been discussed in that section of 

the report (see Marketing Operations. Research and Testing). 

The purpose of this component is to provide resources to 

conduct technical research and development vhich solves 

problems related to processing efficiency and the development 

of nev products vhich enhance the competitiveness and 

profitability of project marketing operations. Successful and 

cost-effective product and process development could play a 

key role in the eventual financial independence of the project 

by boosting marketing margins and, thus. providing funds to 

support the developmental activities of the Federations. 

N D D B 1 6  considerable experience and expertise in product and 

process development is likely to be of substantial benefit to 

the project. 

The areas in vhich product and process developnent vork is 

currently being conducted or contemplated are: 

1) Rapid determination of oilseed quality for field level 

procurement. 

2) Solar drying of oilseeds for satellite storage facilities. 

3) Detection and control of mycotoxins in oilseeds such a s  

groundnuts. 



Alternate techniques of extracting oilseeds such a s  

aqueous extraction systems. 

Development of blended oils and companion 

legislation/regulation to permit their sale. 

Plastic pouch packaging for vegetable oils. 

Utilization of vegetable oil for the formulation of low 

cost spreads such as r n a r g e ~ ~ n e s .  

Development of a process for partially defatting 

groundnuts. 

Utilization of non-oil solids for human consumption such 

as dal analogs, meat extenders. etc. 

Recovery of by-products of oil refining such as lecithins. 

Survey of the quality of edible fats and oil products 

available in the open market. 

Uses of non-edible and non-oil solids such as groundnut 

shells, including: 

( a )  Energy generation through gasification. 

(b) Xanufacturing of activated charcoal. 

(c) Brick compaction. 

Accomplishments 

Project expenditures on product and process development have, 

ro far, fallen well below projected levels. The major reasons 

for expenditure shortfalls have been the delays and 

uncertainities in project implementation, problems in 

arranging the import of available technology, and delays in 



arzanging collaborative research efforts with other domestic 

ar.d foreign institutions. #cst 'work so far ha6 focused on 

increasing the capacity and efficiency of processing 

facilities. Some product develop~ent work hac been done, 

inclu0inc preparation of sazples of blended oils :progress 

halted because of government reg-ulation~ banning klended 

oils), and c?eveloping small, relatively low cost. tin and 

plastic packaging for vanaspati. and soyabean and Cj~oundnut 

cil. 

Explcrztory work has been done on the detoxification of 

aflatoxin infected deoiled cakes ( a  new ammonia treatment 

process is now being used in Africa), a process for partially 

defatting groundnuts (removing 55-60 percent of the oil anc! 

leaving on edible groundnut), generation of electricity from 

groundnut hulls (to compensate for shortages of pover in 

prcject processing facilities), producing margarine, and the 

development of dal analogs (high-protein pulse 

6ubstitUte~/e~tender6 made iron deoiled cakes). 

Problems. Issues, and Invlication? 

1) The revised project budget call6 for a 4 5 %  increase over 

the original budget for project expenditur2s on product 

and process development, despite the fact that 

expenditures to date have been only a small fraction of 



the original targets. Annual expenditures are now 

projected to rise @harply. The budget increase 5 s  

probably justified given the expenses that are likely to 

be incurred in planned research and development 

progiaanes. However. it is important that the costs and 

benefits of various projects be carefully studied and 

that financial and management resources be focused on 

areas with the highest likely payoff to the overall 

project. 

The evaluation of project marketing operations (see 

Marketing Operations, Research and Testing section) 

suggested several areas of research and development which 

would appear to be particulably relevant to marketing 

problems and have considerable potential for increasing 

marketing margins. These include: 

(a) improved dehulling of black soybeans to improve oil 

and meal quality. 

(b) the detoxification of aflatoxin infected oilcakes 

and extractions, particularly groundnut. 

(c) development of dal analogs and other higher valued 

human food6 from deoiled cake. 



In addition, the developzen: of a cost effective process 

for generating electricity from groundnut hulls would be 

very beneficial in boostinq procecsin~ capacity 

utilization and reducing per unit costs. Another 

possibility might be the prociuction of fiber board or 

insulation board from groundnut hulls. 

The feasibility of developing cost effective processes in 

each of these areas needc to be studied and, if 

justified. accelerated research anC development in these 

areas could have a high payoff to the project. 

Collaboration with foreign and domestic institutions 

alresdy doing work in these areas could speed up and 

reduce the cost of the research and development work. 

3) Product and process development efforts under the 

projects have run into problems vith access to foreign 

exchange to finance imports of technology and equipment. 

The inability to take full advantage of existing 

technology can only slow the development of and, perhaps, 

reduce the quality of new products and processes that 

could substantially enhance prospects for the financial 

viability of the project. 



4) Research and development programs, particularly 

collaborative efforts, take time as well as money to 

organize and complete. It appears likely that work and 

expenditures cn currently planned rzsearch and 

developnent will extend beyond and currently specified 

end date of the project. 

Recommendations 

Product and process research and development resources 

available to the project should be focused on solving key 

marketing and processing problems having the highest 

likely payoff in terms of the long tera financial 

viability of the project. These problems would appear to 

include increasing the value and marketability of oil 

cakes and extractions, and finding higher valued uses for 

non eCible by pro2ucts. 

2) Constraints on the availability of foreign exchange and, 

therefore, access to technology available elsewhere in 

the world should be eased by any aeans possible. An 

increase in foreign exchange funding and/or entry into 

collaborations/joint ventures vith foreign companies are 

possible options. 



P. Manpower Development 

Successful implementation of the project will require large numbers 

cf vell trained pecple. OVOW has been able to fill some of the key 

post6 in the federations vith highly qualified persons experie~ced 

in N33B operations but specis1 training and orientation programs are 

required for nost of the staff. The project strategy is to recruit 

large numbers of young graduates to form the mobile teams, vhich are 

the project's initial link vith the growers, and give them special 

training programs. emphasising on-the-job learning. Training 

programs are also arranged for managers and supeuvisors and the 

professional and technical staff of the projects' processing 

facilities. Farmers representing each of the grower co-operative 

societies are included in a special program to prepare them for 

leadership positions in their societies. 

The original budget allocation for manpower development vas 30.0 

million rupees over the seven year life of the project. At this 

time (end of March 1983) 6.7 million rupees have been used - just 41 

percent of the project targets fclr 1982-83. The shortfall is Cue 

p:im&rily to the delay in start up of some of the federations. 

Karnataka and Andhra Pradesh federations have n a t  yet begun 

organisation and staffing. Gujarat and Mahdya Pradesh federation 

began functining only in 1980-81 and the Tamil !:adu federation began 

only in 1981-82. 



Experienca during these first yeacs has shown the need for more 

training and the federations are stepping up their programs. The 

budget has  been revised from the origins: 30 million rupees to 

Rs. 54.198 aillion (low) or 65.768 million rupees (high) f o r  the 

life of the ?reject. 

Polloving are the original targets in term, of persons in each 

category to be trained in each of the seven project years: 

P Y  1 - py2 - PY3 - P Y  4 pys py6 py7 

Managerial 70 170 180 2 15 275 295 295 

Supervisory 200 450 490 9 0 0  920 1,030 1.250 

Extension 30 170 300 460 650 800 800 

Village 

representation 300 1,700 4,400 7.600 11.100 14,500 16,000 

Administrative 

6 other 300 780 900 1.300 1,500 1,700 1.900 

Skilled labourers 140 310 370 870 990 1,180 1.440 

Unskilled 1,700 8,900 22,400 39,500 57,000 74,200 82,000 

* 
HPS Sorters 15.150 30,300 45,450 60.660 75,750 90.900 106,050 

* This category has been suspended because of present 
Government of India policy restricting export of HPS 
groundnuts. 

The sanpower development programs have focussed primarily on the 

first five categories but special programs are also intended for 

many of the laborers. Following .are the training achievements up to 

March 1983 in terms of man-months of training for each category: 



Manager i a :  147.5 Han-months 

Supervisory 11.C I n  

Extensic3 78.0 n 

Village representatioc 767.0 8s 

Administration C other 13.50 If 

Fo:lowin~ is a break-dovr. of the nusbrr of percox6 trainet u n d e r  

various programs, at Anand and 3ithin t h e  fe2eration6, u p  t o  March 

3 1 .  1983: 

Gujarat H.P. Tamil N- Orissa Total 

Procurement and Inputs 7 5 8 23 15 121 
Farmer Induction 104 461 110 2 4 779 
Management Infornation 
Sys tems 7 6 16 18 4 7  

At Federations: 

Society Secretaries 299 263 6 3  
Hanagement Information 
Sys t ens 250 3 6 0 
Farme: Inducticn 7.797 2,264 4 1 7  

The revised phase I1 b-adqnt for manpower developa~ent shovn in 

Appendix 111 P reflects the need for a more ambitious t r a i n i ~ g  

program designed to meet the requirements of differen: categories of 

the federation work force. 

The Cujarat Oilseed Federatior. (GE!OFE3) is establishing two t9K;cro- 

Centersu in each district fof field training of GFtOPE9 ~ t a f f  and 

society secretaries. It is conduc:tiag short ( 3  day) training 

prograr.6 for the chairmen and executive committee nembers of 



societies to develop responsible leadership at the village level. 

The Hadhya Pradesh Co-operative Oilseeds Growers' Federation has 

organised a comprehensive manpower training program with emphasis on 

t5t grass root level vozkers who dsal directly with grower 

co-operatives. The federation staff conducts formal training 

programs for the nobile teams under which 178 team m?rnbers have Seen 

trained. The federation is establishing a Regional Training CenEre 

for training of grower members a s  well as mobile team members. 

The Tamil Nadu Co-operative Oilseeds Crovers' Federation (TANCOF) 

has had difficulty recruiting staff. Some key federation positions 

have not been filled (some are being filled temporarily by 

Department of Agriculture's staff members on deputation). T h e  

federation had hoped to recruit extension assistants with a minimum 

qualification 02 SSLC Pass in the 2 years course in agriculture. but 

were able to recruit only 3 candidates. Since a n  adequate nuzber of 

candidates with those qualifications could not be recruited. 

qualification criteria were modified to include I 1  Class graduates 

in Science and Arts. with preference for candidates with 2 years 

ex7erience in agriculture extension. While this is expected to 

provide sufficient numbers more formal training in agriculture will 

be necessary if these are t o  perform satisfactorily. 

The Tamil Nadu Cooperative Oilseeds Growers' Federation began the 

formation of growers' cooperative societiss only i n  1901-82. after 

training of local mobile unit staff vith assistance from NDDB 



1 - - L A !  - 
ripearhead teams.  Traininq programs for farmer 1e;ders is j z s r  nou 

getting undezway. The fedezation has taken full advantage of the 

training progran offered by NDD3 at Anand with twenty three staff 

members paiticipating in the 40 day program on procurement and 

inputs and sixteen staff members attending the tvo d2y course on the 

Management Information systems. 

Lessons Learne6 

Inability of the federations to recruit pertions with adequate 

education and training for the society secretary position has 

created problems. Many of the secretaries are not able to prepare 

required reports adequately and provice the necessary services for 

the societies. This ha6 been the case particularly in Cujarat where 

a major effort was made to introduce the management Information 

Systems .(MIS). As a result area staff who have responsibilities for 

extension and supervision must devote much of their time to data 

collection and have insufficient time to devote to their principal 

duties. The ratio of extension officers to co-operative grovers is 

very small in all states. Further, since it has Seen necessary to 

recruit candidates without forrcal training in agriculture, this par: 

of the staffing of the feeeration€ appears quite inadequate. 

It has been found that non-agricul.tursa1 graduates can be t~ained 

to vork effectively as supe:visocs and extension specia?ists in the 



aobile teams. At the same time, it has become clear that 

agricultural graduates need additional formal and on-the-job 

training to orient them tovard the commercial aspect of these 

federations. 

Recommendations: 

(1) I f  well qualified society secretaries cannot be recruited, 

those recruited should be given adequated training to perform 

their functions with a minimum of supervision or assiszance 

from the extension staff. 

(2) T h e  number of mobile units need to be increased and each mobile 

team should be staffed with at least one qualified agriculture 

graduate. 

( 3 )  Where it is necessary to staff agricultural positions vith 

non-agricultural candidates intensive formal training in 

agricultural subjects should be arranged for them. 

(4) The agriculture extension vorkers need strong technical 

backstopping from a federation and/or district level 

agricult- re staff in order to keep then well informed o n  

adapted technology. 



p h a s e  I 1  Kanpover Development Objectives 

Hanagers/Professionals: 
Humber (cunnulative) 
W. Porrcal Training 
KY on Job Training 

Mobile Team Leaders: 

Number (cummulative) 
WH Formal Training 
CM On J o b  Training 

Coop. iculture Specialists: 

Hlu. Pormal Training 
MM on Job Training 

Society Supervisors: 

Extension Assistants: 
HM Formal Tzainincj 

Administrative Support Staff: 

Total number (cummulative) 1,520 1,930 2,605 3,260 
Number (OVOW) ( c u m u l a t i v e )  40 5 0  5 5 6 0  
Number federations (cummulative) 8 0  100 150 200 
Ncmber societies (cumnulative) 1,400 l,e00 2,430 3,000 

Society Secretaries: 

Number (cummulative) 1 , 100 l,a00 2,500 3,100 
Formal Trainees 1.100 2,100 2,100 1 , 800 
On Job Training 2.2CO 4,100 4,200 3,600 

Processing Facility Supervisors: 

Humber (cummulative) 
PC4 Pormal Training 
F!Y on J o b  Training 

Grover Demonstrations: 

Number 
Pozmal Training 

Labourers: 



C. Project Hariaqea~ent and Implementatior. 

T h e  establishment of a n  Oilseeds and Vegetable Oil Hing (OVOW) 

within the National Dairy Deve1,opment Board (NDDB) a6 project 

authority v a s  envisioned in the original project eocument 

nRestructuring Edible Oil and Oil,seed Production and Marketingw. 

The responsibilities of OVGW incl,ude handling and narketing of 

donated commodities received under the project. disbursement of 

funds. and implementation of the project. 

T h e  project is t o  be implement2d in selected oilseed growing states 

through state level cooperative oilseed6 grovers' federations 

established by the concerned state governments o n  the advice of 

OVOW. T h e  responsibilities of the federations include: 

(a) formation of village level oilseeds growers' cooperative 

societies; 

( b )  organization of procurement operations and implementation of 

technical input programs for increasing oilseed production 

through oilseed growers' cooperative societies: 

( c )  processing of oilseeds; 

(d) marketing of oil and by-products, etc. 

T h e  concerned State Government must agree t o  set u p  a n  oilseed 

grower's federation based o n  the model by-laws recommended by 



N33B/OVOW and also take various steps essential for registration of 

single cortmodity cooperative societies at the vill.aqe levei. A 

federation is first established vich 8 nominated Boord for an 

initial term of five years. It is planned that during the period of 

opezation of the nominated board. village level cooperarive 

societies will be formed in suffXcient numbers that the chairmen of 

the village level cooperative societies would eventually form the 

electoral college for the election of the members of the board of 

the federation. During the period of the nominated board. a 

consultative committee of farmer rkpresentatives selected from among 

the chairmen of the village level !societies functions to provide a 

more direct link betveen the produmrers and the nominated board of 

the federation. 

NDDB/OVOW must work in close cooperation with the .donor agencies. 

State and Central Governments, and various other agencies on all 

aspects of project implementation. OVOW depends on other divisions 

of HDDB for various technical skills such as engineering. planning. 

farmer's organisation. applied research end development an6 manpower 

development. and for service fucctions including accounts. 

purchasing. administration. and csmputer service€;. 

After the creation of a netvork of strong single commodity oilseed 

grovers4 cooperative societies and their federations in the 

participating states. it was planned to establish a Nztional 

Federation of Oilseeds Growers. OVOW nay provid,e the core staff 

required for the setting up of thle National Federation. 



T h e  atate level oilseeds growers' federations have s o  far been 

forsed i3 five out of the seven states approved for inclusion in t>e 

project by the Government of India. There have been considerable 

delays in initiating project implementation in Xarnataka and 

Haharasthra. In the case of Andhra Pradesh, although a szate level 

oilseeds growers' federation was established tvo and one half years 

ago, it has been brought o n  stream only very recently. 

T h e  start u p  of t h e  project in different states has not been 

according to the schedule included in the original project 

docunent. Delays have occurred because of initial reluctance o n  the 

part of state governments to implement the project along ccoperative 

lines a s  originally planned (in the case of Karnataka), and 

p r o c e d u r ~ l  delays in sorting out various issues relating t o  the 

adoption of the model by-laws recommended by NDEIE/OVOW (in the case 

o f  Andhra P r a d e ~ h  and Haharashtra). It is expected that these state 

federations will become fully operational during 1983-84. 

Uncertainties a s  t o  whether tho project would be able to obtain the 

committed support from the donor agencies have also forced NDDB/OIJOW 

to adopt a more cautious approach in starting up operations in nev 

states; instead some efforts were made t o  consolidate the gains 

achieved in states such a s  M ~ d h y a  Pradesh where the project was 

initiated from the start. 



Uscertainties and delays in project implementation have also 

prevented the expansion of OVOW staff to provide noie support to the 

federations. With the appointment of an Executive Director in 

Jacuary 1963, plans are now under w a y  to expand OVOW. OVOW will 

continue to be r e ~ p o n s i b l e  for handlinq and narketing donated 

commodities. project finance, and monitoring. Technical and support 

services required by the federations, including planning, 

engineering, purchase of equipment. computer services, etc. will 

continue to be provided by the concerneC divisions of NDDB. 

Problems and Issues: 

1) The original project document "Restructuring Edible Oil and 

Oilseed Production and MarketingM approved by the Government of 

India in September 1978. envisaged generation of funds at R6. 

5.5OO/MT landed value for donated vegetable oil. The first 

CLUSA Multiyear Operational Plan approved by USAID also 

envisaged generation of funds at the same rate. Both these 

 document^ form a part of the agreement entered into between NDDB 

and CLUSA under which NDDB is to receive 160,000 HT of edible 

oils from USAID/CLUSA over the seven year project period. 

There are some differences in the budget estimates provided in 

the two documents mentioned above. The NDDB vegetable oil 

project provided for the creation of a sinking fund of Rs. 277.5 

l~illion t o  be used mainly to make good the l o s s e s  the project 

may incur during implenentatioln. It also provided flexibility 



to the project authority for the use of  such funds for 2roject 

purposes in addition to the seven line items. The first CLUSX 

Multiyear Ope~ational Plan, however, did not have a pro-i is ion 

for a sinking fund. The funds sarmarked for a sinking f u n d  were 

instea3 included in the budget for the growe: organisation and 

technical inputs line item. The Plan mate no provision for the 

estisated income from area agronomic cenczes and district farms 

or for a technical input fund. 

Such differences in the tuo dscunents describinq the same 

project. and the fact that t h e  actual generation of funds from 

the sale of donated commodities is higher than the originally 

envisaged 

Rs. 55OO/MT. created misconceptions which resulted in series of 

discussions at various levels between C L U S A .  NDDE. and U S A I D .  

Incidentally, the Transfer Authorization executed betveen A i 3  

and CLUSA for the gift of 117.500 HT of edible oil incorporates 

the above tvo documents by reference. 

Audit of t h e  project by US Auditors also became a poins of issue 

and numerous discussions were held at various levels to sort 

these out. In October 1332. NDDB/OVOH vas assur~d that a final 

agreement had been reached on these issues. 3y  that time there 

had b e s n  four more versions of the C L U S X  Multi-Year Operaticnal 

Plan. The present plan. preaared by CLUSA in consultation with 

NDDB. which is to be t h e  basis for the midtern evaluation of the 



project, is in fact the fifth version of the Multi-Year 

Operational Plan. Within less than four years of the launching 

of the project. assuming the start u p  date as the date of 

arrival of first gift shipment, about 120 man-months of OVOW 

staff time was utilised on working towards the resolution of 

these issues and the preparation of plans. This does not 

include the time spent by NDDB top management. CLUSA and USAID 

also spent consi0erable time working towards resolution of these 

issues and the preparation of plans. Now, in the final veek of 

this evaluation exercise. NDDB/OVOW has been informed that the 

issues have not. in fact, been resolved to AID'6 satisfaction. 

The negative impact o n  orderly implementation of the project is 

obvious. A I D  needs t o  give highest priority to correcting this 

seriously disrupting s i t ~ a t i o n .  

There must be a clear delineation of the respective roles of AID 

and CLUSA in the project. It is recommended that CLUSA have 

sole responsibility for monitoring project progress. providing 

necessary assistance in matters relating t o  project 

implementation. and furnishing all information needed for 

USAID/Delhi to fulfill its reporting requirements. 

USAID/Delhils role would be t o  ensure that CL,USA has sufficient 

resources to carry out these functions. 

The original project document lists 1977?78 as a prc-project 

year during which 10,000 MT of edible oil vss planned to have 

been received as gift. The first qift shipment, however, 



arrived in June, 1979. The total quantity of edible oil 

received from July 1979 to June 1980 was 49,369 XT as a g a i n s t  

77,500 HT originally ~cheduled to have been received. Also 

abo>~t 90,000 HT of edible oil expected from or3er donor 

countries was not received. Funds for project use therefore 

became available only sometime in March/June 1380, a s  it took 

some time to arrange the sale of the refined soybean oil. 

Project year "oneu should therefore be taken a s  1980/01. NDDB, 

however, had undertaken a number of pre-project actions and this 

largely helped initiation of the project without much loss of 

time. The pzoject achievements indicated a s  of Harch 1903 arz 

therefore the result of the pre-project actions and tbe uorK 

done during 1980/81 through 1982783, i.e., three years. 

4) The relationship between OVGW and the state level federationsis 

clearly defined in the mode? by-ldvs: 

( a )  NDDB/OVOW can hold upto 51% paid up share capital of any 

state level oilseeds groxer'e federation; 

(b) The Board of Directors of each of the federations has 3 

NDDB/OVOW nominees as members: 

(c) As long a s  ?iDDB/OVOW holds 513 of the sharss of tke 

federations, it can give directions. in writing. vkich will 

have to be accepted by the Board of Directors; 

( d )  The Chairman and the  ana aging Director of each federation 

are appointed by the State Gcvernments In consultation with 

NDDB . 



The most Critical problem that ha6 so far been faced in these 

arrangezents relates to the zgpcictnent and c~ntlnuance of 

Managing Directors of fede~etlons. The:e h a v s  been frequent 

changes at the Managing Director level in each of the 

federations which have depriveti the federations cf  continuity in 

leaderhsip during the formative stages of their deveiopment. 

This has occurred pazticulb~ly when Managing Direct0~6 have been 

appointed from the Indian Adminstrative Service (IAS). While 

IAS officers have been of coa~iderable help in sorting out 

ptocedurat and adninistrative problems within the state 

gcvernrnents during the early stages of the project. the frequent 

changes at the Managing Director level have probably slowed the 

development of financially viable federaricns. 

The organizational structures vhich hsve evolves in the state 

federations are different. The differences a:e related to the 

degrees of NDDB and state government participation and sources 

of funding. There are a number of potential managerial problems 

inherent in the structures of the federations and. whiie no 

problems may exist at this tirze, these preblems may eventually 

emerge. The fotlowing is a review of the organizational 

structures and potential problems in each federation: 

( a )  In Gujarat, the ultimate authority i~ a Board of Directors 

appointe0 by the State Government. con~isting of three N 3 D B  

nominees, three State Governaent officials, and four forner 

representatives. The Fede:ationls Chairran is appointed by 



APPENDIX 111 P. 

Phase I 1  M a n p ~ v e r  Develooment Gbiectives 

Xanagers/?rof e s s i o n a l s :  
Number (cunmulative) 

Formal Training 
Hn on Job Training 

Mobile Tean Leaders: 

Number (cummulative) 
WH Formal Training 
KM On Job Training 

Specialists: 

MM Formal Traiaing 
liM on Job Training 

Society Supervisors: 

Extension Assistants: 
W Formal Training 

Administrative Support Staff : 

Total number (cummulative) 1,520 
Number (OVOW) (cummulative) 40 
Number federations (cummulative) 80 
Nunbez societies (cummulative) 1,400 

Society Secretaries: 

Nuaber (cummulative) 
HM Pornal Trainees 
HM On Job Training 

Processing Facility Supervisors: 

Number (cummulative) 
MM Formal Training 
HN on Job Training 

Grover Demonstrations: 

Number 
MM Formal Training 

Labourers: 

Number (cummulative) 



the State Government in consultation with KDDB and reports 

directly tc the Board of Directoz6. T h e  Managing Director 

~f the Federation is also selected by the State Government 

in consu?tation with NDD9 and reports to the Chairman. In 

Gujarat, both of these positions have been filled by 

NDDB/IDC officials o n  deputation. The remainder of the 

organizational structure consi6t6 of Cene1:al Managers with 

specific areas of responcibility (commercial, procurement, 

etc.) and who, in turn. hawe districts, area officers. and 

village societies reporting to them. In Gujarat. each o f  

the key managerial positions, through the General Manager. 

are a160 filled by former NDDB personnel. At the grass 

roots level. the Pederation, taking advantage of NDDB's 

considerable experience and expertise in this area. has 

organized a system of providing technical inputs. extension 

services and marketing channels for the farmer members. 

The major potential problem would appear to be the extent to 

which NEDB and the Pederat.ion. in o n  effort to provide a 

service network owned and operated by the farmerc. are 

perceived to be establishing services which are parallel to, 

and in competition with, services currently being provided 

by the State Government. While the intent of the Federation 

is to complement State Government services. there wculd 



appear to be potential fcr competition and conflict. There 

hds been a complementary relationship. so far, vith the 

State Government providing a series of services, includinq 

sabsidies for s e e d s ,  ?lant protection eqiupment. etc. 

through the federation. 

I 

( b )  In Madhya Pradesh there is a somewhat different 

organizational arrangement. A Board of Trustees is at the 

top. The Chaicman is a State Government official (the 

Agricultural Production Commissioner) and the Managing 

Director is an IAS officer from the State Government. The 

rest of the organizational set up is similar to Gujarat, 

with positions from the General Manager level dovn to the 

grass roots level filled with NDDB or NDDS-trained personnel. 

A potential problem with this structure is that the policies 

of NDDB/OVOW, and the policies of the Chaiinan and Managing 

Director whose loyalties atre to the State Government, may 

clash and inhibit the deve!lopment of a financially viable 

federation. There could allso be a problem vith a division 

of loyalties between staff with State Government backgrounds 

and those with NDDB backgrounds. A related potential 

problem is that NDDB/OVCW may face problems in making 

personnel chanqzs vhich it feels necessazy. 



Another potential management problem c h a c a c t e ~ i s t i c  to the 

Madhya Pradesh Federation may be disagreements over the 

disposition of Federation resou:ces. The Madhya Pradesh 

Federation receives fund6 from the State Government and the 

National Cooperative Development Corporation as vell as 

NDDB / OVOW . 

(c) T h e  organizational structure of the Tanil Nadu Federation 

is similar t o  that of the Hadhya Pradesh Federation. The 

Chairman of the Board of Directors and the Managing Director 

are State Government officials. vith NDDB and NDDB-trained 

personnel filling positions from the grass roots level 

through the General Manager level. T h e  potential problems 

of Ni)DB/OVOW and State Government policy clashes. and of 

State Government and NDDB personnel working at cross 

purposes. are the same as in the Madhya Pradesh Federation. 

6) The Government of India has recently announced formation of T h e  

National Oilseeds and Vegetable Oil Board. The stated 

objectives of the board, it is understood. are in some respects 

similar to those of this project. While this may augur well for 

the acceptance of the basic strategy of this project in 

developing the oilseed sector. it should be ensured that this 

project, being implemented an the basis of a n  arrangement agreed 

upon earlier and having the approval of the Goverment of India, 

is not disturbed. Further delays in project implementation 



stenming from a reorganization of project authority sad 

financing would only jeopardize the success of the project. 

(Note: During the team's briefing of the Ministry of 

Agriculture at the end of the evaluation this point was 

discussed. The additional Secretary vho chaired tke meeting 

assured the team that the creation of a proposed National 

Oilseeds and Vegetable Oil Eloard would in no way affect the 

structural or operational aspects of the project, which w o ~ l d  

continue under t h e  direction of NDDB as at present.) 

7) The need for growers' organizaticns to own and opezate their o%n 

processing facilties in order to obtain the financial benefits 

of vertical integration is a basic assumption of the project. 

So far, the project has attempted to analyze the relative 

benefits of both new and existing processing facilities on a 

case by case oasis. The objective is the acquisition of 

processing facilities vhich are the most economically attractive 

in the long run to the farmer members. In general. it is felt 

to be important for the growers1 organizations to have a 

technological advantage over the competition. The setting up of 

new processing cnits and introduction of new technology. 

including the capacity to produce new products, is felt to be 

necessary to some extent, not only to the financial viability of 

the growers1 cooperatives, but also for the general improvement 

of the oilseeds sector. 



Local Indian laws an2 regulations. as vell as Government policy 

on creation of oilseeds processing facilities, are rather 

cumbersome. and it is difficult to obtain licenses foz setting 

up new processing plants. One reason for this is that total 

licensee oilseed processing capacity in the country is mo;e t h a ~  

tvo times oilseed production. However, much of this ca?acity 

consists of old and dilapidated plant and machinery, fully 

depreciated. which is really not available for processing. but 

valuable only for the licenses the units hold. 

8) The CLUSA Multi-Year Operational Plan has proposed the provision 

of loans to the federations for processing facilities on the 

basis of 70% loan and 3 0 t  grant. The original NDDB document 

provides the detailed term6 of financing at 70:30 vith a 5 year 

interest free moratorium and repayment over the next 15 years. 

Against this, the current policy is for a 2 year moratorium 

during which interest accrues and is capitalized, with repayment 

of the capital amount and interest scheduled over an 8 year 

period. This policy was adopted at a time vhen the very 

continuance of the project was doubtful. The experience gained 

so far, hovever, indicates that more liberal terms of financing, 

i.e., interest repayments for the first 5 years vith repayment 

of principal and remaining interest over 15 years, would be much 

more helpful in strengthening the state growers' organizations. 



9) Tae state gov2rnments have not fulfilled t39ir obligations fat 

saking availabl? land required for establishing District F a r a s  

and Area Agronomic Centres, despite directives fro3 COI. I t  16 

nov claar that even if the stare govecnnents do maxe a v a i l a b l e  

oome land, it vi:: not be the anount orignally envisior.ed. 

These problems have  necessitated a rethinking of part of the 

project's procluction enhancement strategy in order to find 

effectivs alternatives. 

10) Provision of technical inputs is one of the most impoctznt 

elements of the project's production enhancement proGram. To 

enable the federations to undertake such actiq;ities on a viable 

basis it is essential that such expenditure during the initial 

years of the project be provided on a 100% grant basis. Only 

then vill the state level implementing agezcies take bold steps 

to create the requisite infrastructure. When the procurement 

operations build u? a s  a result of grover nembers' faith in the 

project. the feder3tions vill be required to set aside a 

technical input fund sufficient to meet the costs of operating 

this infrastructure. 

Recommendations: 

1 The audit problems which have plagued ths project by creaticg a 

continual atnosphere of uncertainty regarding project funding 



must be resolved a s  quickly as possible. T h e  project will have 

little chance of ~ e e t i n g  its objectives unless a ciear and final 

solution to the audit issues is found quickly and the project 

steff can apply itself to solving substantial problems. 

2. There is, furthermore. ambiguity as to AID'S role in the 

project. A6 the donor agency, A I D  clearly has a responsibility 

t o  ensure that the donated commodities a r e  properly handled and 

that the proceeds are used for the agreed upon project 

purposes. T h e  project, however, was e s t a b l i ~ h e d  under a n  

agreement between NDDB and CLUSA. CLUSA, as cooperating 

sponsor, acts as a n  intermediary between A I D  and NDDB. 

Confusion arises because at times during implementation it ha6 

not been clear how much authority A I D  has vested in CLUSA, or 

when and for what purposes conrmunication with NDDB is 'properly 

through CLUSA and when directly with NDDB. T h e  role of each 

o r g a ~ i z a t i o n  needs t o  be clearly defined and understood. 

A I D  will require periodic re?orts on progress and problems from 

CLUSA. Inasmuch a s  some components of the project are supported 

by the Cooperative Union of Canda/CIDA, the Yeam suggests that 

CLUSA. AID, CUC/CIDA and NDDE/'OVOW jointly develop a simple 

reporting format and system that meets minimum information neees 

of the donors and that can provide the infornation conveniently 

from the H I S  now being introducted :a the project. 



3. There zust be a firm commitmect on the part of the state 

governments and NDDB/OVO# to place well qualified people in the 

upper level aanagement positions of the federations, and to kes? 

t3ose peo?le in thzir poeitions for at least 2 - 4  years. 

Frequent changes in lsadership can only hinder the developmen! 

o f  financially viable federations by preventing the leatorsnip 

from gaining adequate expertise in the oilseed industry, by 

leading to frequent shifts in federation policies, and by 

preventing the 2evelopment of a clear sense of purpose and 

direction among federation staffs. 

4. NDDB/OVOW and the concerned state governments must continue to 

work together to develop a clear and mutual understanding 

concerning the goals and policies of the project and their 

respective roles in implementing the project. This 

understanding is necessary in order to prevent possible clashes 

concerning project policies and the placement of personnel, and 

to ensure that all parties are working together towards the same 

goals. Ideally, such a n  understanding would acknowledge the 

considzrable experience and expertise of NDDEi/OVOW in developing 

and managing financially viable vertically integrated 

cooperatives, as well as the resources and expertise avaiiable 

to the state govecnnents. 

5. The current organization of the project, vhertby projezt funding 

is channeled through NDDB/GVOW and NDDB/OVOW is the project's 

management and funding authority, saould not be changed even if 



a decision 16 takec to form a National Oilseeds Development 

9oard. The current organization allows the application of 

NDDB's considerable ex?erience and expertise to the development 

of financially viable oilseed cooperatives under this project. 

Any reorganization of project authority at this point would only 

further delay and confuse the implementation of the project. 

6. T h e  ending dates of the project should be moved back at least 3 

years (to 1989/90) because of the unexpected delays in project 

implementation cau6ed by audit disputes and delays in the 

formation of state federations. Because of these delays it is 

no longer realistic to achieve the originzlly planned end of 

project goals on the orisindl schedule. 

Consistent with current plans. NDD!3/OVOW16 capacity to provide 

technical. managerial and planning support tci the state 

federations should be expanded. Specific areas where 

N D D B / O V O W 1 s  services should be expanded include financial 

management and planning, operations research which assists 

federatioris in making sound investments in storage and 

processing infrastructure. and the provision of market 

information, analysis, and forecasting which supports federation 

marketing and pricing policy decisions. OVOW'6 linkage with 

HDDB should be maintained 6 0  that the project. can continue to 

take advantage of the efficiencies and expertise afforded by 

access to N D D B 1 6  excellent technical and service divisions. 



T h e  o b j e c t i v e  of  t h e  S t a t e  and  Nat  . ? n d l  S h a r e  C a p i t a i  v a s  t o :  

1) p r o v i d e  s t a r t  u p  o r  " s e e d "  mone: : ' u r i n g  t h e  ear1;r  a t a g e s  of 

d e v e l o p ~ e n t  f o r  t h e  s t a t e  f e d e r z r  2n members who vould n o t  b e  i n  

a p o s i t i o n  t o  r a i s e  a d e q u a t e  f u n C ~ ;  .,.'c- t h i s  p u r ? o s e ;  and  

2 )  t o  p r o v i d e  a  mechan i sm t o  e n s u r ?  s t a t r  t e d e r a t i o n  d i s c i p l i n e  i n  

p r o j e c t  i m p l e m e n t a t i o n .  The  OV01 p u r c h c  s a c  s h a r e s  i n  t h e  s t a t e  

f e d e r a t i o n  much a s  a s o c i e t y  u o r :  A by pa)  . - ~ g  R s .  500 p e r  s h a r e .  

To e n s u r e  c o n t r o l  o f  e a c h  s t a t e  d d e r a t i a , ,  OVOW would  p u r c h a s r :  

n o t  l ess  t h a n  51\  of t h e  shares : v a i l a b l e .  

T h e r e  s h o u l d  be a NDDBIOVOW p o l i c y  I f r e l a t i n g  t : !  l r  s h a r e  c a p i t a l  

d i s b u r s e m e n t s .  t o  a s t a t e  f e d e r a t i : ; .  t o  t h e  p c : ~  t s s  a  f e d e r a t i o n  

makes i n  m e e t i n g  i t s  p l a n n e d  eoci?:y r c d  m e m b e r s h i &  t a r g e t s .  I n  

t h i s  m a n n e r .  t h e r e  w i l l  a l v a y s  tc cn i n c e n t i v e  f o r  f e d e r a t i o n  t o  

i n c r e a s e  and  i m p r o v e  i t s  member ,  11 

D u r i n g  t h e  f i r s t  t h r e e  y e a r s  o f  ..he p r : o j e c t  OVOW h a s  p a i d  RE. 32 

m i l l i o n  f o r  s h a r e  c a p i t a l  i n  t . 4  r o l l c l w i n g  s t a t e  f e d e r a  ~ n s :  

C ' d j a r a t  (2s. 20  m i l l i o n ) .  ' . dh  P e a d e s h  ( R s .  7 m i l l i o n : .  T a m i l  Nadu 

( B e .  4 m i l l i o n ) ,  and Orissa (Bs 1 m i l l i o n ) .  I t  i 6  a n t i c i p a t e d  t h a t  

b e t w e e n  a s .  92-123  m i l l i o n  l - i l ;  ' ~ e  n e e d e d  f o r  s h a r e  c a p i t a l  

r e q u i r e m e n t s  by t h e  s e v e n t '  y e a r  of t.heb p r o j e c t .  



The requirement for the last four :years may be less than what has 

Seen budgeted because the development of the project in Karnataka 

and Andhra Pradesh h a s  been delayed. 

The state federations have no: been corn2letely succes6ful in selling 

their shares and collecting the com~ensurate cash. In Hadhys 

Pradesh, for example. the two districts visited collected only 70% 

of the capital generated through the sale of federation shares. The 

remainder was to be paid on an installment plan. In addition, one 

society had not increase6 its membership in two years although such 

an increase had been planned. These siruatlons are probably not 

unique to the Hadhya Prasesh Federation and must be taken into 

account when projecting the share capital generated through 

individual and society nembership. These factors. naturally, will 

affect the amount of capital generated and available to a fede~ation. 

There is one major financial management issue which needs to be 

addressed related to the share capital provided by NDDB/OVOW. The 

issue is the lack of any budgetary or accounting controls. This 

should not imply that the expendi~ure of funds cannot be accounted 

for. This is not the case. The problem is that there is no 

separate accounting performed for eithe: share capita? or other 

types of grants. They should be controlled separately with 

individual ledgers. There is apparently no r t ? e ,  regulation or 

requirement from OVOW about the accounting of the funds. The state 



federation as2 not requirzd to se: up an itemised budset a b o u t  the 

intended uses of the funds nor are they obligated to keep a szric: 

accounting for the expendicure of the manies. 

The OSJCU 6hould issue a poiicy mandating that a n  iternised ~ u d q e t  be 

prepared, submitted t o  and approved by OVOW befor? the sha:e capital 

can be spent. This may seem a n  unnecessary c o n t r ~ l  but sircs one 

objective of the share capital concept is to ensure "State 

Federation Disciplineu. this is the one mechanism to accomplish thac 

end. I f  OVCW does not exercise its fiscal responsibilities, it will 

not be able to control and manaqe the project effectively. 

Fur:hernore, OVOX should mandate that share capital monies be 

deposited into a n  auditable, segregated account so expenditures can 

be monitored against the budget. These funds must not be conmingled 

with other monies. 

T 9  take this one stel: further, it nay be that OVClW should define 

explicity how share capital funds maybe used. For example. maybe 

the monies should only be used for procurement of raw materials. 

Since procurement vill become a major capital investment each 

succeeding year. as much aoney as possible should be planned to be 

available. Gujarat had a cash flow problem with procurernent duriAg 

1982-e3 even though they had Rs. 2 . 3  crores of share ca?ital 

available. Their problzm was they coarnitted the Rs. 2.3 C I O ~ ~ S  

befora planning for their procurement requirement. T h i s  could 3ave 

been avoided with better fiscal p1.anning. 



Hadhya Pradesh has external factors affecting its share capital 

total. It has funds from the State of Madhya Pradesh and monies 

from the National Cooperative Development Corporation (NCDC). It 

would be advisable to have these monies budgeted and accounted for 

the same way the NDDE/OVOW funds aKe. 

The NDDB/OVOW should issue a policy mandating that any investment by 

state federations of share capital, procurement and other NDDB 

grants nust be approved by the Board of Directors of the 

Federation. The Managing Director should not be able to invest 

large sums of money (currently upto 10 lakhs) Without prior approval 

of the Board of Directors. Any funds invested by the federation 

should be secured and guaranteed against losses. The investment 

guarantee should be in writing to ~minimise the federation's 

liability. If all the Boacd members are not available to render a 

decision.than a quorum vill be sufficient. The Board of Directors 

is the governing body of the federation and, therefore. should 

approve all financial investments. 
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I. Procurement @?:ations and Tifiance 

procurement Gaerations 

Procurement operations provide the link betveen the project's 

production enhancement and proces:sing activities. Trocarement 

conducted ucder the project is intended to provide an assured. 

remunerative. and convenient market for farmers to support 

productior! enhancement efforts, and to provide aCequate supplies of 

raw materials for the efficient operation of processing facilities. 

Levels of procurement vhizh are consistent vith efficient and grofit 

maximising processing and marketing operations a , re  critical to the 

success of the project. It has been assumed t h a t .  profits e a ~ n o d  in 

proces~ing and narketing operatians will eventually be sufficient to 

f-nance other project components, including production enhancemsnt 

and research. 

Several of the projsct's under1y:~ng a6sumptions have helped 

determine the nature of procurencnt policies and strategies: 

1) It is assumed that the existing market structure is 

inconvenient to the producer by reason of market distance and 

that i t  fails to offer the producsr fair prices because 3f 

subjective gradi.1g and collusion by traders which unfaizly 

de?resses producer prices. 



2 )  I t  is assumed that oilseed production ant lroductivity are 

responsive to price. that p.:oducer prices offered in the market 

are anremunerative, and t,haZ payment of higher prices will call 

forth additional production. 

3 )  It is a 6 6 ~ m e d  that prevailing marketing margins for oilseeds 

and products are larger than they need be, and that 

cooperatives formed under the project can afford to pay higher 

producer prices and still compete effectively and eazn profits 

in product markets. 

The project's procurement strategy is designed to make sales to its 

cooperatives more fair and remunerative for producers than existing 

markets. Procurement is conducted at the village level using 

objective grading criter-ia. Pricing policies have varied by State 

~ e d e r a t i c n .  The Gujarat Federation sets a minimum procurement price 

at the beginning of the marketing season and then procures at that 

price or the prevailing daily narket price. whichever is higher. The 

minimum price established ha6 been increased substantially each year 

and. at least in one year (1981-02), the minimum pzice was above 

prevailins narket prices. The other federations have tended to buy 

at, or slightly above, prevailintj local market prices without 

establishing a floor price. In all cases, prices are adjusted for 

quality factors including refractions and shelling percentage. The 

Gujarat Federation also grades for moisture and oil content based o n  

tests conducted o n  samples sent to its processing facilities. 

Grading and local handling costs are paid by forner farmer in the 

form of a comrni~sion to the local c o o p e ~ a t i v e  society and 



tracsportation costs d:e paid by the Federation. Generally the 

price; received by farmer members dppear to be higher than market 

prices, particularly vhen transport cost savings are considered, but 

the exact amount is uncertain because of differences in grading. 

While the policies of some Federations call for payment at , ~ r  near 

market prices, these cannot be true market prices because t h z  

produce never figures in the bidding in the open markat. 

Paysent to farmers can be made by any one of three methods. at the 

farmer's option. The direct purchase option provides the farzer with 

ccmplete payment for his goods based on the price at the day of 

dslivery. The IJhangaC1 method provides an initial payment at 80% of 

. tho market price at tine of delivery and then a1:lovs the farmer to 

wait and pick any day up to the end of the marketing year on vhich 

to base the actual pricing and final payment. The  'pooling' method 

provides' an initial 702 payment, with the final payment based on 

profits earned from the sale of oil and other by-products derived 

from his and other pooled produce. Storage and handling charges are 

deducted from farmer payments under the Jhangad and pooling methods. 

Currently, only the Gujarat Federation offers the latter two options 

to its members because it has its own storage and processing 

facilities. 



As a n  additional inducement to sell to the  federation^, the intent 

is to make a11 payments to  farmer^; promptly. by check. within 1 - 3  

days of the transaction. Shortage!; of funds and, in the case of the 

Cujarat Federation. problems in conducting moisture an6 oil content 

tests rapidly have led to delayed payments and farmer compLaints. In 

addition to payments for produce delivered. members are also 

entitled to receive a n  end-of year 'price differential'. or bonus, 

based on a share of the operating profits. if any, of the Fedezation 

All procurercent under t3e project ha6 been conducted eithe: at the 

village level through its cooperative societies or from other, 

ncn-project, cooperatives. No purchases have Seen mace, or are 

pianned, in the open market if necessary to supplement village level 

procurement and bcost processing capacity utilisation. None of the 

Federations are conducting year-round procurement operations. 

Procurement is linited to peak marketing seasons due to a lack of 

procurement funds and limited storage facilities* In some cases. 

delays in arranging procurement financing have led to delays in 

beginning procurement operation6 until well into the marketing 

season. 

Targets and Accomplishments: Project targets and achievements 

relating t o  procurement are shown in Table 1 (Appendix 111 I (1)). 

Procurement operations have been conducted only in Gujarat. Kadhya 

Pradesh, and Tamil Nadu. Total procurement under the projec: has 

fallen well short of both original. and revised targets. Procurement 

during 1982/83 may have reached the low revised target level if 



poor weather Cad no: reduced groundnut p r o d u c ~ i 9 n .  and if the 

Cujarat Federation h a d  been able to arrange more procurement 

financing. 

Failure to reach original procurelnent targets stems primarily from 

slover than ex?ected organisation of States, villages, and farzers 

because of delays in project implementation. a s  well a s  lover 'aan 

expected levels of procurement per farmer and per hectare. Average 

farm size has been smaller than projected and it is likely that 

yields per hectare have also been lower than was projected. Failure 

to aeet even the lov zrvised target levels, vhich appear to have 

been adjusted for the smaller farm sizes and yields actually 

experienced, is due t o  continued lags in cooperative organisation 

and the poor production year in 1902/83. 

Procurement levels have been closer to target in the more heasrily 

organized States of Gujarat and Xadhya Pradesh. Procurement levels 

have been curbed somewha: in Hadhya Pradesh ar.d Tamil Nadu because 

of the unavailability of storage and 3roc9ssing facilities. In those 

two states procurement has apparently been limited to quantities 

that can be custom-processed in ocher  cooperative (non-project) 

facilities and/or profitably stored and resold in the open market. 

Lsssons, Problems and Inplicationg: 

1) Per ton procurement costs have S e e n  substantially higher than 

originally planned (Table 2 Appendix I 1 1  I 1  (2)). The original 

assumption vas that raw material aricss would renain constant 



(in 1 9 7 8 1 7 9  prices) during the life of the project. The price 

assumed for 1978179 Was Rs.2000/ton while the price paic? for 

groundnuts by the Gujarar Federation rose to Rs.C550/to~ by 

i9e2/83. implying an annual growth rate of about 19 percent in 

nominal terms and about 8 'percent in real terms. Procuremect 

costs, however, have tended to be lower for other states and 

other oilseeds. Total per ton procurement costs for the project 

have increased about 1 5  percent in nominal terms and 4 percent 

in real terms from the Rs.2000/- ton price assumed in 1978/79. 

The original assumption of constant real rav material prices 

appears to have been inconsistent with project objectives which 

called for provision of higher, more remunerative prices to 

farmers, and vith Federation pricing policies which have 

generally called for above market prices. A continuation of 

early project price trend6 will require more procurement 

financing than originally planned, If targeted levels of 

procurement are met. 

2 )  Procurement so far has been insufficient to run existing 

processing facilities in Cujarat at capacity. and is vell below 

the levels required to run planned facilties in Hadhya Pradesh 

and Tamil Nadu at capacity. Slower than expected cooperative 

organisation of villages ,lnd farmers. shortages of procurement 

funds, and some apparefitly Celiberate curbing of procurement in 

Hadhya Pradesh and Tamil :Nadu expiain much of the shortfall in 

procureaent. However, the slower than expected rate of qrowth 



in procuremect. lowec than erpected levels ~f procurenent ?er 

farmer and per heccare and, iIp?atently, prodtrction per hectare 

may call for modification of goals regarding prccessing plant 

acquisition. 

3) While procurement levels ehould rise steadi:y in early stages 

of the project as new societies are formed and more area is 

brought under the project, procurement will remain susceptible 

to variations because of the variability of rainfed production. 

Organization of cooperatives in primarily irrigated areas would 

stablise procurement but leave ths problen of enhancing 

production on rainfed land unaddressed. The likelihood of 

variability in procurement has implications for procurement 

policies and processing capacity. Regarding procurement policy, 

i t  will be necessary to have more flexible access to financial 

reloxrces for ?rocurement. It may also be advisable to adopt a 

policy of procuricg in the open market whe?, procurement from 

cooperatives is insufficient for efficisnt operation of 

processing facilities and/or selling surplus procurement in the 

open market when procurement exceeds processing capacity. 

Regarding processing facilit,ies. it may be advisable to 

reassess planned plant sizes and total processing capacity 

considering levels of procurement likely to be available in 

aost years rather than during peak product:~on years. Excess 

procurement in unusually high procurement yeazs could be resold 

in the m~rket. However, because of time constraints it was not 



possible for the team to conduct all the analysis needed to 

support a change in proce6si.ng capacity strategy. These issues 

require careful and ongoing operations research by the project. 

4 )  Oilseed production and prices are volatile and largely 

unpredictable at present. Also, there is no firm evidence yet 

on the actual size of existing processing an2 trading margins. 

Therefore, the 'bold' steps taken by the Gujarat Federation in 

boosting procurement prices, a s  well as the more conservative 

steps taken by the other Federations in paying somewhat higher 

than market prices, may be unnecessarily risky and ill-advised 

The Cujarat Federation was unable to compete effectively in 

product markets and incurred heavy  losses in 1981-82. While 

1983-82 was probably a difficult year for many processors 

because of the unexpectedly large jump in production, the 

Gujarat Federation's aggrest;ive pricing polices and high raw 

material costs may have contributed to its lasses. It had been 

assuned that production was substantially lower than it 

actually was, and that product prices would rise substantially 

more than they actually did. 'The experience to date suggests 

that a more cautious pricing policy is called for, and that it 

should not be assumed that prevailing private trariinq nargins 

are large enough to permit payment of higher raw material 

prices by the cooperativesv 



5 )  While :here i s  little project history to draw from a; this 

?oint, there does not appear be asy solid evidence that 

higher prices offere2 by the Federations have led to increased 

oilset? ?:oductivity except, perhaps. by bringing acre 

irrigated area into oilseed cultivation. Research on the 

response of oilseed yields to prices in India has, generally, 

been inconclusive largely because of the overriding influence 

of weather. Higher prices may boost production by leading to 

shifts in area. particularly irri~ated area, but yieles on 

tainted land will probably b e  nore responsive to improvements 

in technology and inputs. particularly water and water 

manaSement. than to price. The implicatioc is that more 

enphasis on technolosy development and extension and improved 

input supplies. and less reliance on higher prices. nay be a 

more efficient means of boosting production. 

6) High prices for oilseeds in India relative to world markets 

also argue for a rethinking of project pricing policies. High 

domestic oil seed and oil prices are a function of national 

supply and demand conditions and not projecr pricing policies. 

but it may be inefficient and ineffective to attenpt to boos: 

prices further. Vegetable oil can be imported at well below 

Indian domestic prices and fallowing a policy of promoting 

higher cost domestic production raises questions concerning 



efficiency and consumer welfare. Costs of production for 

oilcakes which are uncompeeitive in vorld ma~kets, and too high 

to be absorbed by zhe domestic market. may also emerge as a 

problem. 

Current oilseed prices appear to be 6ubstant.iaiiy above average 

costs of production (certainly i f  GO1 t6:imates are 

considered), vhile improved productivity should lower per unit 

costs of production. For irrigated production, where yields are 

much higher and per unit cost.6 lower, current prices probably 

represent high profitability. Assuring higher prices may lead 

to area shift6 and also provide a risk payment to rainfed 

producers subject to variable income, b ~ t  will not nece6sarily 

result in investments and technology adoption which boost 

productivity if such technology is not available. Development 

an5 introduction of technologies which boost per hectare yields 

(and reduce per unit cost). particularly under rainfed 

conditions, would be a more efficient strategy. This stratesy 

would appear to have more likelihood of achieving the project's 

objective of enhancing both producer and consumer welfare. 

7) Farmer member6 appear to be reacting favourably to the 

project's procurement operations. Village level procurement is 

found to be convenient. the objective gracing procedures used 

are appreciated, and farriers feel they are getting better 



prices than they vould in tke narket for quality produce. 

However, farmers seemed to think that they get better prices in 

the aacket for lover quality naterial. There w a s  gone 

discoctent with delayed payments i n  some c a s e s ,  and 1d:k of 

year around procurement. Attention to these issues may boost 

procurement. 

8 )  In some cases. it appeared that farmer indebtedness to private 

traders, and dependence on private traders for production and 

consumption credit, was limiting farmer sales to the 

cooperatives. The extent of rhio problem is not known, but 

effective provision of inputs and arrangeme3ts for production 

credits may be particularly effective in boosting procurement 

in some areas. Another p065ibility vould be to give farmers.the 

option to convert part of their procurement payments into 

interest bearing savings accounts which could be drawn on a s  

needed. End of year price differential payments to members, 

which nay tend to be larger per unit following poor production 

years when they are most needed to finance production inputs, 

may also address this problem. 

9 )  The Jangadh and pooling methods of procurement appeared to be 

attractive to farmers in Gujarat where these options are 

offered. Mote widespread im.plementation of these methods vould 



assist in reeucing procurement capital reqcirement~. The 

pooling option would appear to be particularly attractive to 

both the farriers and the federations b e c a u ~ e  it permirs 

avoidance of the 4 pe:cent cjroundnut purcha~e tax. 

Plannino and Manaaement Issues: 

i) At least some of the difficulties experienced by the State 

Federations in arrangins procurement capital and s e ~ t i n g  it in 

place for timely procurement appear to sten from planning and 

management probiems. Procurement funds are cuzrenily released 

to the Federations a 6  loans from NDDB/OVOW. While unit 

procurement costs are hisher than originally expected,  level^ 

of procurement are substantially lower. and it does not a?pear 

that shortages of funds virh NDDE/OVOW are a problem tt 

present. In 1982/83, the Gujarat Federation did not receive its 

procurement fun6s from NDDB/CIVOW in time because NDI>B/OVOW felt 

that the Federation had to force a reEolutian of several i s s u e s  

with the State Government which threatened t.he Federation's 

financi21 viability. These issues included State Government 

movement restrictions on the Federation's oil and mandatory 

sales at belov cost of production for public distributior,. It 

does nct appear that NDDB/@VOW's policies on release of 

procurement funds vere clear encugh to p e ~ m h t  effective 

planning on the part of the federation. 



Thers does not appear to be a consistent viewpoint on vhat 

procurement pricing policy should be within NDDB/OVOW or the 

state federations. Pricing decisions are made by the aoards of 

the individual federations, based upon recommendations of their 

staffs. The Gujarat Federation sets a procurement pric? at the 

beginning of the marketing season based on what market prices 

are expected to be. while the ocher federations procure a:, or 

slightly above, market price6 prevailing during the season. In 

general, there does not appear to be any point in setting a 

procurement price based on vhat market prices are expected to 

be. If the established price ends up being below the market 

then the federation must prclcuro at actual market prices 

anyway. If the established price is higher than the market, it 

Oil1 probably mean that the federation's products will be 

uncompetitive because of higher costs of production. To the 

extent that federation pricing policies influence market 

prices. the establishment of a minimum price based on forecast 

market conditions could lead to highly undesirable distortions 

of the market and the price signals it sends to producers. In 

any case, the benefit to farmer members is somewhat neutral 

because they are eligible for price differential payments at 

the end of the year based on federation profits. 

It nay be that in the early years of coopecative development 

that pricing policies have 1)rirnarily been designed to attract 



members. Hovevcr. if it is that a more cautious ?ricin~ 

policy is called for in order to achieve f:.nancial viability 

and project objectives, considerable discoztent on the p&rt o: 

member6 lray accompany inple~~entation of that policy. 

Role of External Policy Factors: There are a nunber of 6tate and 

national Government policies vhich influence cilseed anc? oilseed 

product prices and, hence. have a bearing on federation procurement 

a ~ d  marketinq operations. All ioports of edible oil by India are 

canalised through the State TraZing Corporation (STC). 79e  level of 

imports, and their distribution and pricing. are regulated by t h e  

GOI. Imported oil6 are distributed at telow market prices to 

vanaspati producers anC fzir price shops. The Government of Gcjarat. 

and other state Governments, have the right to re~trict movements of 

edible oil6 out of the State during periods of apparent shoztage in 

order to stablise prices in the State. In addition, the states can 

require sales t c  the state a t  below market prices for public 

Cistribution purposes. 

The effect of these policies on the project is to add uncertainity 

to federation pricing. procurement and marketing operations. STC 

policies regarding the dirtribution and pricing of inported oils 

have probably not been ss detrimental to the interestc of the 

project by depressing dome~tic prices bad producticn as Gone p e 2 p l e  

think. Imports of edible oil6 in : recent  years have generaliy been bt 

 level^ vh ich  have still allowed real increases in oilsee6 and o i l  



prices. State Governaent policies on movement and sales of oils a:e 

much sore unpredictable and more clearly a threat to the financial 

viability of the federations. Horeover. novement restrictions 

ia7osed at the state level are not in the national interest S e c a ~ s e  

they prevent producer prices within the state from reflecting 

national supply and demand conditions. However, thz needs of both 

cational and state Governments to adopt policies which balance 

producer and consumer interests wj.11 probably nedn that the project 

will have to live vith these polic:ies and the uncertainities they 

create. 

Procurement Finance 

The procurement financing action item. budgeted within the major 

purpose capital. provides the funding necessary to purchase oilseeds 

from farmer members. Project funds for procurement vere not included 

in the o.rigina1 budget because it was assumed that procurement could 

be conducted vith commercially borrowed funds. However, the high 

cost of commercial borrovings w a s  determined to be too much of a 

burden on the federations during the start u p  of their operations. 

Also, it was quickly determined that original projections of per 

unit procurement costs vere too low (although the amount by which 

procurement costs vere under e6timated is reduced substantially 

vhen the data are adjusted for inflation). Consequently. a portion 

of the excess receipts from the sale of donated soybean oil a t  above 

the landed cast were allocated to a new action ,Ltem for procurement 



finance. Ccnceptually, It cdc be a::gue< :ha.: 2 larger p o r c i ~ n  of =hs 

exceEs funds could have been a p p r c p r i a t e l y  bu2qeted f c r  prccuremen: 

finance. Sales of soybezc oil at h i ~ h e r  that s::pec:ted prices also 

meant t h ~ :  prices for 2onescic oilseeds arid oil anZ, kence. pzoject 

cperaticg ca?iczi require~ents. weze z c , i n g  to be nigher t h o 2  

expected. 

Stratesy and Accorr!??isfinezts: Tcbl12-1 show6 that :he actcal leveis 

of procurement in quantity an? v a l - ~ e  terms achievlld by the project 

agains: the original an6 revlae2 ctargets. 9espite nigh cnit cos',s. 

total procurement in b ~ t h  quantity an3 va;ue terns has been belou 

target. Procureneni operations h z v e  only been copducted ix Gujarat, 

Madhya PraZesh and T6rr.i; Kadu. If knzhra ~ r a d e s h  and Karnacakc h a d  

begun procurement a s  originally scheZuled, ani quantities prccured 

u2re closer to tazget, total ?rccuremesc COEES would have been well 

above planned levels. 

The procurenent fund, a s  o2eraied by ND36/C1JOW, is a re-~oiving fund 

loax account. 3-JDW loans aonios t c  a federacion &i an 8.5% ic:e:est 

rate vit3 c o ~ p l e t e  repLymenZ due "ithi> ter? nont!ls from the l a t e  of 

the loan. OVOK require€ each FeZeration proccremenc :oan ap?licsiion 

to have a detailed n o c r h l y  c a s h  fiow of raz material acquisition. To 

2;te, OVOW has had no lc2: default p r o t l e c ~  with the state 

Federations although th? Sujaret Federatior: is nck7 Fr! penaity fcr 

late psyment. 



Revised Tarqet ( L o v ) :  

:JrT (CICO'S) 
CQrren: 3s.(rniLlion) 
C.~rrent R s .  / t ~ n  
? 3 7 8 / 7 3  Rs. (millicc) 
1378/79 Rs./ton 

Th? prcjected a n n c a i  procurenext finaaces reGuirsd by the last . /ear 

of :he 2 r o j s c t  a r s  no-J ?roje.:tod d t  it02 Z s . 6  bllliori to Zs.10 

billion. This a s s u r . 2 ~  that a l l  f i l f e  a L a t s  fs??r~tions a r e  3cquiring 

r a s  ma:s:ials :or eithoi their o m  prcce2si :--q p l a n t s  or f a ;  c:~ston 

proccscins. In aJdition. it assumes t h a t  : r l ~  b a s i c  :aw m a t e r i a ?  will 

be in sufficient quantity tc proc!ure. if tither of these a s s u n p t i ~ ~ s  

cnacge. the fqndz requirzc change .  i dh i l e  this issce 2ust be studie? 

a o z e  c a ; s f u ? , l y ,  it nov a p p e a r s  eti.at, 10s?iti? h i ~ h e f  unit costs, 

scantitles prscured and total ;rccur2s2c: c o s t s  nay b+ belo& 

t a r g e t e d  1 s . f a l s .  

BEST AUClLARLE COPY 



Lessons Learned: Therc have been a nunber of l e s ~ o n s  learne3 

regarding procurement. The Gujarat Federation learned that 

aggrescive procurement pricing policies nay have helped the 

 produce:^. but hindered the ability of t h e  Federation to genersie 

capital for future needs. Consequently, 1982/83 vitaessed a n  

inability o n  the part of the Federation t o  procuze at the preceding 

year's level. This unexpected result more than likely Cad a 

detrinentel impact upon membership because they ue:e unable to sell 

their produce to the Federation. In addition, the large procurement 

costs cf the Gujarat Federation in 1981/82 were a major factor in 

its operating deficit of Rs.30 million. A fledging business cannot 

sustain such large losses very long and recain financially viable. 

Another difficult lesson learned in 1902/83 was that raw u,aterials 

are necessary t o  keep the processing plants operating at optinal 

capacity'an2, therefore. economically viable. Several of i h c  Gujarat 

Federation's process in^ plants htve ha2 to close dcwn f c r  fou: to 

five months because of oilseed shortages. As a result, nesrly all 

the processing plants will operate at a loss fcr the fiscal year 

ending June 30. 1983. 

problems and Alternatives: There are three problems related t o  

procurement financing: 



1) T h e r e  i s  a  c a s h  f l o w  p r o b l e m  b e c a u s e  p r o c u r e m e n t  t a k e s  p l a c e  i n  

a  two t o  f o u r  month p e r i o d  a f t e r  h a r v e s t  v h i l e  t h e  p r o c e s s e d  

o i l s e o d s  b e g i n  t o  e n t e r  t h e  m a r k e t  p l a c e  s e v e r a l  z ion ths  l a t e r .  

V e r y  h e a v y  b o r r o w i n g  i s  n e c e s s a r y  w i t h  r epaymen t  d e p e n d e n t  upon 

p r o c e s s i n g  e f f i c i e n c y  and  p r o d u c t  p r i c e s .  

2 )  The  B e s e r v e  Bank r e s t r i c t i o n s  o n  b o r r o w i n g s  f o r  p r o c u r s n e n t  a r e  

s e v e r e ,  r e q u i z i n g  s u b s t a n t i a l  m a r g i n  money f r o m  t h e  b o r r o w e r .  

The  i n t e r e s t  r a t e s  f r o m  c o m m e r c i a l  b a n k s  a r e  v e r y  h i g h  a t  1 8 1  t o  

1 9 . 5 1 .  

3 )  R e c e n t l y  fo rmed  s t a t e  f e d e r a t i o n s  do  n o t  h a v e  t h e  c r e d i t  

h i s t o r i e s  n e c e s s a r y  f o r  e x t e n s i v e  b o r r o v i n g  o f  t h e  f u n d s  needed  

f o r  m a r g i n  money. 

T h e r e  a r e ,  however .  a  number of a p p r o a c h e s  a v a i l a b l e  t o  f u n d  

p r o c u r e m e n t  a c t i v i t i e s .  The  comper i s a t i nq  b a l a n c e  would r e q u i r e  f i x e d  

t e r a  d e p o s i t s  a s  a  p e r c e n t a g e  o f  t h e  t o t a l  f i n a n c i n g  r e q u i r e d .  T h i s  

a p p r o a c h  g e n e r a t e s  i n t e r e s t  w h i c h  c o u l d  p a r t i a l l y  o f f s e t  a n y  

i n t e r e s t  c h a r g e s  o n  t h e  f u n d s  b o r c o v e d .  The Jhanyad a n d  p o o l i n q  

a p p r o a c h e s  pay  a f a r m e r  a p e r c e n t a g e  of t a e  f u l l  p r o c u r e m e n t  p r i c e  

a t  t h e  t i m e  of  p u r c h a s e ,  w i t h  t h e  b a l a n c e  b e i n g  p a i d  a t  a  l a t e r  

d a t e .  A p o s s i b l e  p r o b l e m  w i t h  t h e s e  a p p r o a c h e s  is  i f  a f e d e r a t i o n  

mus t  s e l l  i t s  f i n i s h e d  p r o d u c t  a t  a  p r i c e  v h i c h  i s  l e s s  t h a n  t h e  

c o s t  o f  p r o d u c t i o n .  I n  t h i s  i n s t a n c e  t h e  f a r m e r  n o t  o n l y  i s  d e p r i v e d  

of r bonus  b u t  h e  n a y  l o s e  t h e  r e m a i n i n g  p e r c e n t a g e  on h i s  

p r o c u r e m e n t  p r i c e .  M a r s i n  money  e n a b l e s  a  f e d e r a t i o n  t o  b o r r o w  money 



fros a back by contr-ikuu=ing 40% £2: 2 100% isan c r  f5? for a 8c$ 

loan. In adclitioa, feterations are peraltte6 to b o ~ r o w  ui~hin tho 

cooperative banking system 2t a rate of 12:1 a g a i n ~ t  the s h a z ~  

capital. Another apprcach could be to reassecz t!-.e fieed for 

operational 1065 and capit;? ccnstruction nonies, There is presently 

Rs.1.3 billion budglted fcr these two items. DepenZing u?on t h e  :ate 

cf development of ;he projecz in :he five participaticq s t a = e s ,  It 

cay not be necessary tc spend the funds as ori~inally buCgeted. The 

monies could be u s e 5  instezd a s  margin mozey. Furcherinore, the 

fessibility should be revieued of ~ermitticg thore states which 

ex?crt de3i:ed cjke to c s e  their E x ~ o r c  F a ~ k i r i a ~ r e d i t  Limit a s  a 

p l e d ~ e  for marsin money. T h e  h3D3;'CVGbi c e e s  not cllov this p r a c t i c e  

It should be remenbered that procurement capital operazes thrcugh a 

revolving fund so that all nzniea loaned sre returned w i ~ h i n  a 

specific period of tine. A C  rne;ltie;led earlier, ::DDE/C.VOK n&s h a 2  r.3 

defaults on any a f  these l ~ z n s  to dzte. I f  c h e  Ee?e:atic?c c o : ~ t i c u e  

to re2ay their lcans on tiee. tne  various fund procurecent 

techniques are folloved, and NDDB:OVOA is s i v e x  n o r o  flexibility in 

s h i f t i c ~  funds vithic the czpital major p u r ~ o ~ e  lcee 6ec:lcr: IV D) 

the:e is eve:y reason to believe that safficis-r,t c a ? l t a l  procurea.ea: 

oznies will be available for the duratior- of the project. Xowevsr, 

there is n3 way the c~rrezcly b3dpe:ed 2 ~ .  4;s nillion will be 

sufficient for proc~zcm?nt r'in;ncZr,: 2nd  ;', i c  vitzl rha'c IJSDE?/C'1!3;i 

be given the flexibility to sni:? fun25 v i t k , i n  r k s  c a p i t a l  z d j c r  



 he on2 ;:oblsn vhizk s c s z  31 avoi~ed :y 2 t s d s r a z i o n  is :n+ 

coamitaen: of its :asourc?s too a i ~ c ; - -  I i:: ' . '  L. .e  fisc131 y z ; : ,  t h s r 2 5 y .  

- - i rn i t iz?  its flexibility. , h e  G u j ~ r a c  ?sC~?rdtior h a d  ;rzc*irenenc 

prab12r.s in 1392-83 becazss  it anticigsrsd z s c ? i v i 2 c j  aonies frcm one 

a s u r z e .  vhich s u b s s , ; c a s t l y  d i d  not z a ' e c i a l i s e ,  a ~ d  ha.2 no  recaa~se 

b.?cause it had cominiited its Rs.2.3 crozet in s h a : ~  c a p i z a l  for 

o t h e r  2xr70ses. 

Reccmzzndat ions : 

R~?~ssezsxent of P r 3 c 7 ~ r s e e n t  and ?r?cessinq Ca?aci:v T2;qots 

T h e  prcject Lay benefit from a c a z e f ~ l  rea2sessmen: of boch 

T + prccurezent and processing capasity carqecs in each s:a:e. 

is retomreneed t h a t  this be t k ?  to2ic cf a  aajcr Operations 

i3essa~ch S:udy. T h e  :allowing faz:cr;  :,?ad to t h i s  co~cl-dsia~: 

( a :  Achieved levels of procuiem22: e o  d a t e  have b e e n  ' -o low 

target. Levels of ?roturemec.; viil be *~.ery difficult to 

predict ,dith ceztainty. In t h e  e a r l y  s t a g e s  of t h e  



project. procurement levels in each 6tat.e will be heavily 

dependent on the rate at which more area i~ organized 

under the project, a s  well as levels of production. Other 

factors will be achievements in terms of oilsee3 area and 

yield per member and procurement per menber - all of vhich 
appear to have fallen belov projected levels to date. As 

state federations become more com2letely organized, 

procurement will depend primarily on production gains 

achieved by their members, something which will be 

uncertain and diffictlt to predict. Procurement levels and 

utilization of planned processing capacity appear 

particularly vulnerable in Hadhya Pradesh because there is 

considerable uncertainty about the achievement of targeted 

level6 of soybean production. 

(b) . Oilseed prod~~ction and procurenent is likely to remain 

subject to variability. More production under irrigated 

conditions will reduce variability but a najor portion of 

the area under the project vill be r a i n f e d .  

These factor6 have implications for levels of plenned 

processing capacity a s  vell as the size of individual 

plants. Larger plant6 nay be appropriate in irrigate6 

areas where production, procurement and optimal capacity 

utilization are more certain. Smaller p i a a t c  may have a 

better chance of running at optimal capacity in ra i ~ f e d  

areas vhe:e production is unstable. 



Y h i l e  ic uoulc? ???eaz anch less z i s s y  '9 t h , ?  ?raject to 3rr 

on t2e side of underinvestin? in ;recessing capacity. t h i s  

is an issue th~: rlquires nuci-. ncr;. ;n3::j~is than hdr ,  bee;l 

~ o r s i b i e  dnring this evaluation. 

2) Reassessment of Piocu~ement Pricics ?elicy 

The project would benefit from the develo~nent of a clear and 

appropriate procurement pricing policy which w c l ~ i d ,  preferably, 

be adopted by all state fedezations. The suqcjcsted elezents of 

that ?tizing policy are as fo:lovs: 

(a) T3e estabiishment of a micimurn 6 u p ~ a r t  p ~ i c e  based c n  

estimated average costs of productian which vould be 

announced before each crop year. Cost of production 

surveys woul2 have to be conduct,?d for this p u r p c s ? .  

Ideally, the sane price based on national average costs 2nd 

yields wculd apply to all States. Iiouever. i f  it is 

dezermined :hat distortions in factor or product markets 

lead to significantly different ?reduction costs in scme 

areas, then different support grices might be used in 

different areas. The support price should be based on 

estisates of the ccst of the averace Lev?: (not the 

zeconmended levei) of variable in?u:s u s ? d  C * ~ r i 3 ~  the c z o p  

ye31 arid av?rage yields. It is n3c ~ecorr~neaded t5ar a risk 

factor be addsd to estlnatzd ccsts because it 



vould be a bonus to irrigated producers ant may s e r v e  t o  

replace efficient risk and drought managenent on t h e  p z r t  

cf rninfed farmers. T h e  purpose of the eupport price woo: i !  

be to establis5 for producers a price below vhich t h e  

federations will noi allow prices to fall during t h e  

marketing season. 

(b) Frocurement should be conducted strictly at market prices 

basee on daily prices in a cectral market in each State. 

Federation levels of procurertent and prizes paid shoul3 be 

made available in markets as quickly 6 s  pos6ible 60 that 

actual narket prices can reflect these transactions. 

Farmer members should be provided with local market prices 

daily s o  that they have the necessary information o n  which 

to base their marketing decisions. Consideration should 

' also be giver. t o  having the farmer pay a share of the 

federation's transportation and local handlincj costs. 

There does not appear t o  be a good reason wng the 

federations should be subsiditicg these costs tc the farmer 

and effectively boosting prices received by farmers abo-V-e 

the market. The real inducements for selling t o  the 

federation should be objective grading, convenience. 'he 

possible end of year bonus, and access to inputs and 

exrension services. 

(c) Procurement should be conducted year around. 



It is f e i t  tkat tness polici2s will ?r3vlde adequate incentives 

to producers and be aors efficienr. than existing ?olicies. 

Market ?rici!~g cozoled with increased attenilcn to raisicg 

gro2ucriTrity *dill be  nore zon~iate,?: ; r i c h  nari.sr,a: ?olicy 

objectives and with achieving bcth the ?roducsr and corisurner 

orientsd goals of the project. 

3) More Budsetarv Flexibility for Procurement Fina~:i?.q 

It is recosnecded that NDDS/O'JOW be siven mor? flexibility to 

shift funds vithin the capital =ajar ?ur;ose to support 

procurenent financing. The fact tk3c ;er vnit procursmerit co3ts 

have been higher than expected. that procure:iien: and procurenent 

prices a r e  likely to be variable,. and that the currezcly 

budgeted Rs. 425 million will be insufficien: to support ?reject 

procurezen: o?erations suggest that t h i s  flzxibility I s  

necessary. I t  c3n be azgued c h a t  more of ths fq:nds q2nerated 

from the sale of lonated s ~ y b e a n  oil should be made awJailable 

for procurement because t h e  sale of the donated saybean oil at 

higher than expected prices also meant t3at p r ~ j e c t  operating 

capital requirements for processing donestic zilseeds vere also 

going to be larger t h ~ n  expected. 



4 :  Development of a Clear WDDB/OVOH Policv on the C o n C i t i o n ~  for 

Reiease of Procurement Pundinq t o  the federations 

NDDB/OVOW is essentially in the position of banker in ltnding 

funds to federations for procurement. Appropriately, NDDS/OVOW 

must be assured that federation management and policy decisions 

are sound and contribute t o  financial viability. Successful 

procurement will depend on timely transfer6 of procurement 

funds. and NDDB/OVOW policies vhich are clear enough to pernit 

effective planning by the fedezations. 

i 

It is recommended that NDDB/OVOW request a detailed propossi for 

t h e  expenditure of all funds related t o  the capital najor 

purpose vhich includes share capital. procurement funds. cspital 
,i L 

constructioa and operational losses. T h e  dicbursernent. budget 

and accounting of these monies should be carefully controlled 

and monitored. They should each be segregated into separate 

accounts at the federation level auditing purposes. Through 

6trict monitoring the NDDB/OVOW vill be better able to aEsess 

its procurenent requirements each year and plan t o  interchange 

monies. if necessary, t o  procurement from the other action items 

vithin the capital major purpose. 



It is Iz?orranz that the state fcd*ratlcns begin utilizing, to 

t3o ex:ezt b~ssi510, the ~cmnercia1 ve5icles for pzsctrement. 

This c?ed not occur a t  once, =ut ?iDDa/CV?tl sl?ould sc. edule a 

phased-in a?proach, whereby, They -dou ld  provide only a certain 

percentase of a federatioa's requirement rlihich ~ o u l d  be directly 

related to the lengrh of tine a federation has been in 

operation. Therefore, a federatior in existence for four years 

would not b2 eiigible for the sane percentage of procurenent 

assistance a s  a federation op5rating f o ~  one or two years. By 

the end of year seven nq sup?orr vculd b e  avei?able from 

NDDB/OVON. The interest raze for t h e  loan would escalate each 

year until year s2ven when it eqcallsd commercial rates. If 

this scheme is deternined to be desirable, ir shculd be 

formu1at;d a s  a policy and co:municated ta the fezerations so 

they have sufficient i e a d  t i m e  to 2123 fcr it. If this is done, 

it will go a long way tovard ending the ~i.sconception of severai 

federations that NDDB/OVOki has a n  inexhaustible source of funds. 
., 



T a b l e  2 ?110C'JR3?+%NT AC:I?Z'ExNTS AND ;MTT VALLTZS 9Y STAYS 

Other* 
MT 

M h y a  P r a d e s h  
S o y b e a n  

rn 

T a m i l  Nadu 
Groundnut 

?4T 

T o t a l  
G r o u n d ~ u t  

.w 

S o y b e a n  
MT 

T c t a ?  
HT 

'includes c o t t a n s e e d .  soybean .  mustard s e e d  and  sesanun. Quantities 
of  o t h e r  o i l s e e d s  not inc luded  i n  T a b l e  1 (Appendix I I i  I(l))because 
tkey were n o t  p r o c - ~ r s d  f r c m  farner nembers. 



A p p e n d i x  i I l  I ( 2 )  

T a b l e  2 PROCURERKT ACHIEVEMENTS AND UNIT VALUES BY STATE 

G u i a r a t  
Groundnut  

KT 3888 19797 61650 29159 

O t h e r *  

Hadhya P r a d e s h  
S o y b e a n  

HT 

T a m i l  Nadu 
Gr o u n d n u t  

KT 

T c t a l  
G r  o u n d n u t  

MT 

S o y b e a n  
KT 

T o t a l  
m' 

' I n c l u d e s  c o t t o n s e e d .  s o y b e a n ,  mustard  s e e d  a n d  s e s a m u n .  Q u a n t i t i e s  
o f  o t h e r  oilseeds n o t  i n c l u d e d  i n  T a b l e  1 ( A p p e n d i x  1 1 1  I ( 1 ) ) b e c a u s e  
t h e y  w e z e  n o t  p r o c u r e d  f r o m  f a r m e r  members .  



J .  O ~ e r a t i o n a l  Losses 

The objective of this action iten is to provide NDDB/OVOW the 

ability to finance losses incurred by the project authority in 

carrying out activities which are essential to project 

implementation, but which carry too great a risk of loss for newly 

established state federations to firiance from their own resources. 

It was originally thought that the processing facilities and 

procurement ection items would benefit most from these funds. 

lt vas assumed that the processing facilities would operate at a 

106s for two or three years befoie ctabiliting. Therefore it was 

necessary to have a n  alternate source of fundisg available to ensure 

the solvency of the plants. The second use of the funds was to 

finance lostes undertsken to assure that grower members received a 

fair price for their oilseeds in years when uarket prices and yields 

did not produce income equal to the costs of production. 

T o  date no funds have been spent for operational losses. There is a 

budget of Rs. 20 million for this action item for three of the 

remaining four years of the project. The last year has no funds 

budgeted. 

It has not been determined by NDDBlOVOW whether to treat these 

monies as a 70% loan - 30% grant or as a total grant. It is 



recommended that rhen, and if, C3ese f x n d s  are xtllized it sh3uld je 

33 d loan basis. If the Furpose of the op?za:ional loss con?onent 

is to minimize such lcsses thr2ugh carefcl ~lannln; a g d  effeczive 

acnagex2nt tlen a loan is tk.? s n l y  mechan!sn t k 3 c  will act as a 

disiccentive f a r  f ~ i l u z e .  Othervise, w i c h  a g r a c c ,  there is 20 

2enalty imposed :or poor msnacement. 

One lesson learned was that the concern foi farmer losses relz:ed to 

nazket prices has not materialized. C n  tho contrary, the prices 

have risen dramatically the past several ysars. In additicn, it has 

been le~rned that th2 operating nazgins of ths pracsssiag plants 

have narrovsd. :.ioreover. the anticipated solvency problens with the 

grocessing facilities have not developed to dace, although most of 

the Gujarat plancs operated in a 126s for 1982-83 because of a lack 

of raw materials to process. Another reason for the losses was the 

inequitable reinbursemznt 2rocedure GROFED zrn9loys in paying its 

p l a n t s  :~r crushing and solvent extraction serviles. 

Careful consideration should be given before any iuiplsmentation of 

plans for using operational loss funds fo: :heir second stated 

pcrpose - -  :hz paymect of unit prices higher than the support price 

established before plaxting, and above ina:k?t harvest prices in very 

poor production years so =hat producers cap. rscove: their 2er 

hectsre costs of ?roCuction. Such a ? r a g r a x  has the pot~niial for 

being bot9 very  inefficient and very costly. An upward adjustxent 



in the price payable t o  all  farmer^ for this purpcse may benefit 

producers affected by the crop failure. but would be a windfall to 

irrigated producers. Another option for dealing with crop failures 

would be the implementation of a crop insurance scheme for v ~ i c h  

interested producers should pay an insurance premimum. Hovever. 

risk insurance schemes have proved very difficult t o  administer 

effectively and have not been particularly successful where they 

have been tried. Targeted programs. designed t o  provide needed farm 

inputs. and/or cooperative savings schemes. vhich vould provide 

funds in poor years, nay be more efficient ways of protecting 

producer welfare. 

The operational loss action item, as conceived. is basically a n  

insurance policy against unexpected calamaties. This responsibility 

more appropriately belongs vithin each state federation because that 

is vhere.the authority lies t o  address such matters. There is no 

reason t o  have NDDB/OVOW viewed by the states a s  a 81bailout81 

uechanism for problems they cannot resolve. It is, therefore. 

recommended that the operational loss action item be discontinued 

and t h e  nonies be reallocated to the development major purpose. Any 

risk, and therfore any substantive loss. by either NDDB/OVOW or the 

state federations will be vith developmental activities, i.e.. new 

products, creating a national oilseed and oil grid. etc.; s o  the 

monies should be located where they vill have the most use. 



An i ~ p c r t - 2 n t  f e a ~ s l r i .  0-F the CGC? ; t x ~ t e q - j  i f  :he ~ ~ J F ? C T ~ P A ~  3f 

pc;itlons. :-TSD9's o s ? c r i e c c r  i n  2pp:ics:ion o f  t h e  Ans7.d P3;:e:il < n  

Cperatioc ?loo2 indicate3 the impartanc? cf suzh s'dffin; a s d  

2rovideC e=coilent erperi1:nce f o r  3 2xmber o f  NDDS s t a f f  3 e r , b e : ~  -J.no 

have been absorbed 5 y  KD3E/OVCX an2 :be f s d c r a t i c n s  for ssme o f  : : z  

key pasitions. H 3 ~ v b r .  z z c o g n i ~ i n g  t h a t  ther8 will be a r a p i d l y  

growing nee3  Zcr person:.?l with good nanagemen: ckllis and ac 

arientatlcn t o v ~ r d  r u r a l  develapment. pzsvision was  a a 2 e  f o r  

from the second c ~ c c i a l  f u n d .  

The management t r a i n i n s  component. prsvi i les  f o r  trainisg projecz 

mazage3en: personnel at the I n s t i t ~ t ~  of aural Xanagcment.  anand 

( :XYY'r w a s  established *3i,th t h e  ~ z a i n  s b j ? c t i ' i a  of t ta ir . i - , r ;  

profcssiozal 3anag:rs  f o r  w c r k  i n  r -d r a l  ~ r ~ d d c e r s '  ?cjanisation. 

The Zu3-:f3ar ? o c t - ~ r a r 2 c s t e  cc7drse ccxtizss : r a i n i n c j  i n  grofessional 

manasexent uit3  exercises d e s i g n e d  t.2 i 3 c r n s s 3  s 2 n 6 i t i v i t : t  t o  

v i l l a g e  c o n d i t i o n s  and p r o b l m s .  Ti12 ~ Z C ~ Z ~ Z S  include c ? r s s r ~ c m  

studies of rural e c v ~ r ~ n x i e n t s  aa3 farr i er  a r g a i n s a t i o n s .  t r a ? S t l ~ n a l  

sanageEent courscs b a s e d  on r u r a l  c a s e  studies .an2 a fieldwork ar:d 

x ~ n a ~ ? ~ ? n t  sec jcen t  cons!:ting 7f 10 veeks of f i ~ ? Z  W ~ i k  i n  a r u r a l  

. 
a t u C e n t s  a r ?  a t t a c h e d  t o  r u r a l  = rqan i : s t i l>a . ;  ,For ?faetical Li21310Q. 



Ten stucie3ets were sponsozc2 ry the project each year be~lcnins lr, 

1990-81 through i 9 8 2 - 0 3 .  Upoc co2plftion cf :he course each of 

these srudents is obliced to accept ( i f  cfferei) emplcymc:.t u i t k  

03CT f o ~  u?to t h r e e  years. 

The first batch of I B W .  graduates &as graduate6 in 1982. Ter. G E  

them hal~e been assigned to various poaiticzs in OVGX and the 

federations. It i~ too early to nake an objective evaluation of the 

i~?act of the program on the project but there is little doubt abour 

the tsefulness of suck tzaininc in deve1c;ing the kinds of manasers 

t h e  p ~ o j e c t  needs. Foilo2ing are yea: by yEar targets for 

manageneat training at I ? U  for sr.iployment with OGCP. 

Table: Traininq of Manwers for CGC? - Phase - I 1  

Students in training 
at 1RE.W for OG2P: 

Annual entrants 

Students accepting GGZP 
assignnents 10 10 2 2  2 0  30 20 30 

IRK4 qraduates completing 
3 years with OGCP 

There shculd 5e n o  dif:icu:ty In achievin? the "hichn traifiing 

t;rget~ for p r o j e z t  years 2-7. The p r o g r a m  aLtracts thcusar.ds o f  
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a 2 F l i c a n ~ s  e a c h  year. 3erzit:izg s e l e c c i ~ a  c f  h i s h i 7  q u a i i f i e d  

c a n d i d a t e s  f o r  :he 80 c t c d e n t s  a d e l t z ~ ~ 5  ? a c t  y e a r .  T h e  riesd f o r  

- - 
n c r e  well c r a i n 3 l  m a n a g e z s  is c e r t a i n  t3 o r z e r  zrnpl3y.i ieri~ 

c g p o r t y ; n i t i ? s  t h r o u ~ h o ? : t  CVV4 a c d  c c o  f 20j?r .1 : iors  f o r  211 uf,o 

complete t?,? program. 1: I s  recg:?,nende< t h e  t a r g e t s  f o r  p h a s e  

t v o  sF.ould 59 t h e  h igh  ievel. 
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L. Cooperative Development 

The purpose of the cooperative development coKponent is to explore 

the potential for adaptins and applying the Anand cooperative 

pattern to other commodity sectors. NDDB has organised special 

study groups to investigate the opportunities for this approach in 

developing the jute, cotton, fishing acd fruits and vegetable 

industries. 

Initial studies to design and develop the oilseed6 growers' 

cooperative project. as well as substantial pre-project expenditures 

for the project. were funded from resources generated by Operation 

Flood-I. When AID required that funds generated from the sale of 

the dcnated soybean oil in excess of landed value be placed in a 

second special account it was agreed that the cooperative 

development component vould be added as one of the appropriate uses 

for that fund. Only Rs.69.000 had been used by the end of March 

1983. An additional Rs.30.639 million rupees (low) to 36.33.637 

~ i l l i o n  (high) are budgeted for this item to the end of the 

project. This is a rather modest budget for the various studies and 

pilot operation planned but reflows can be allocated to this 

activity, beyond the amount budgeted, at the discretion of the NDDB 

Board of management. No change is recommended in plans for this 

activity. 



I .  P INANC!AL EVALUATION 
A. Budaet Expenditure and Income Review 

of the Multi-Year Ooerational Plan 

T o  ?roperly analyze the budgets, expenditures and income l e v e : ~  

of the sultiyear operational plan, several caveats nust  be 

made. T h e  first is that there is, and apparently always has 

been. some confusion about the official start date of the 

project. Is it when NDDB began actively supporting it (1977)? 

Was it when the first shipment of oil arrived from the USA (June 

1979)? Or was it when the oil was sold and sufficient rupees 

generated to fund the project o n  a large scale (Xarch 1980)? 

The date is important because the three year evaluation expects 

certain targets t o  be achieved o n  a project wide basis. However, 

the reality is that even in 1982-83, there were only three stata 

federations effectively operating: GROPED, OILPED and TANCOP. 

The planned federations at Karnataka, Andhra Pradesh, Orissa and 

Maharashtra are still in .an evolutionary stage. The consequence 

of this is that the actual expenditurs level of the project 

through year three (1979-80 through 1981-82) is significantly 

below the planned budget: Rs. 9 4  million compared t o  
1 

Rs. 703 million respectively, or 13.4% (see Appendix IV A (2)). 

A second issue requiring an explanation are t h e  number of action 

items. The original project plans snvisioned only seven action 



i t e m s  a n d  a  s i n k i n g  f u n s .  I t  us6 n o t  u n t i l  t h e  r e v i s e d  

M u l t i y e a r  C p e r a c i o i i a ?  ?;an ( W O P )  t h s :  t h e  a d d i t i o n a l  a c z i o c  

izerns s h a r e  c a p i t a l .  p r o c u r e n e n t  s u p p o r t ,  c o o p e r a t i v e  

i ? e v e ? o p m e n t .  o p e r a t i o n s 1  l o s s e s  ( r e p l a c i a c  t h e  ~ i n k i a g  f d n d )  acd  

management  t r a i i , i n c j  v e z e  o f f i c l s l l y  a d d e d .  T h e s e  r,ez irems w e r e  

p a r t i a l l y  f u n d e d  w i t h  t h e  s a v i n g s  7 e n e z a t e C  t h r o u z h  t h e  f i r s t  

t h r e e  y e a r s  of  t h e  p r o j e c t .  a n d  v i t h  t h e  e x c e s s  r u p e e s  o b t a i n e d  

t h r o c g h  t h e  sale o f  t h e  r e f i ; . e d  s o y b e a n  o i l  aboV.re t h e  o r i g i n a l  

p r i c e  of  R s .  6 , 0 0 0  ( s e e  A p p e n l i x  I V  A ( 4 ) ) .  

T h e  d e f i n i t i o n  o f  t h e  p r o j s c t  bud ;e t  is 2 : t h i r d  catcei Cc 

r e v i e w .  The  m O P  i n c l c d e s  p r i m a r i l y  tkree i y p e s  o f  ~ c t i v i t i r s :  

c a p i t n l .  d e l ~ e l o p n e n t a ? ,  a n d  o p e r a t i o n a l .  W i t h  e a c h  o f  t h e s e  t k e  

NDDS/OVOW i s  a t t e m p t i n g  t o  c r e a t e  a n  i n f r a s t r u c t u ~ e  l e a d i n g  t o  

t h e  f o r m a t i o n  o f  'a n a t i o n w i d e  c L 1  f e d e r a t i o n .  T h e  n u c l e u s  f o r  

t h a t  p r o p 0 6 e d  f e d e z a t i o n  3 o u l E  b e  t h e  t e c h n i c a l  s c p p o r t  

p e r s o n n e l  w i t h i 2  OVOW. T h e  f z n d i z g  :or t h c s e  a c t i v i t i e s  i s  

d e r i v e d  fzom t h e  s a l e  c f  t h e  U S A  a n ?  C a n s d i a c  d o n a t e d  r e f i n e d  

o i l .  T h i s  bsdgs: a n d  i t s  i c c a n e   us: be  y ~ c d e r s t o o a  t o  be 

e n t i r e l y  d i f f e r e n L  f r o m  t h e  budge: and i n c o m e  of  a f e d e r i : i o n .  

W h i l e  z f e d e r a t i o n  d o e s  r e c e i v e  F u n d s  ( l o a n .  g r E n t s ,   hare 

c s p i t a l .  c a p i t a l  c o n s t r u c t i o n  a o n i e s ) .  a n 6  t e c h n i c a l  s u ? p o r t  

e s s i s t z n c e  ( n a n p o w e r  d e v e l c p m e ~ t ,  o r g a n i z e d  r e s e a r c h  a ~ d  

c o n t i n u i n g  i n f o i n a t i o c  s y s t e ~  supp3:t: f r ~ n  NDDB/GybrOW i t  i s  z c t  



a  charge t h e i r  3ucg2t  ia t h e  '11;: i r . s z a n c e .  It o n l y  S ~ c o n s s  

a budg ' t ed  i t c m  d u i i n g  r e 2 a y n e n c .  Cn :he o t h e r  nand. t h e  a a i i y  

o p e z a t i o n a l  e x p e . l s e s  3f 3 f a ? e r a + i o n  s : ~ c h  a 6  s a l a r i e s  a n 2  g a g e s .  

t e l e p h o n e ,  t e l e g r a p h ,  postage, e 1 e c t i i c i : y .  i ~ a v ~ l ,  f u r n i i u z e .  

r e n t ,  e i c .  a r e  n o t  i n c l a t e d  i n  t h e  XIO? k a d g e t .  I t  is  ~ s s x n e d  

t h a t  a f e d e r a t i o n  v i l l  e a r n  g n o u g h  i c c o m e  f r o m  t h e  s a l e  of i t i  

d e o i l e d  c a k e ,  o i l s  a n d  o t h e r  a c t i v i t i e s  L O  s u p ? o r t  i t s e l f .  

T h i s  l e a d s  t o  t h e  f o t r i h  c a v e a t  v h i c h  i s  L h a t  the  p r o j e c t  p l a n  

d o e s  n 2 t  f a c t a r  i n  a n  i n f l a t i o n  t a t 4  f a t  the b u d g e t s .  I f  one 

assuaes t h a t  t h e  rupees  a r e  c o n s t a L t  t 2 i o u g h c u t  t h e  s e v e n  yea r  

p e r i o d  t h e n  the purchas ing  p o v 2 r  by +he l a s t  y e a r  w o u l d  ba 

s i g n i f i c a n t l y  l e s s  t h a n  the f i r s t  y e a r .  The i n f l a t i o n  r a t e  h a s  

b e e n  p a r t i a l l y  a f f s e t .  Co d a t e ,  by t h e  i n t e r e s t  b e i n g  e a r n e d  o n  

t h e  u n s p e n t  n o n i e s  that h a v e  a c c u m u l a t e d  t h r o u g h  y e a r  t h r e e ,  and 

t h e  b u d g e t  9 o n i 2 s  t h a t  a r e  b2ing h e l d  i n  f i x o l  d e p o s i t s  t o  fund  

t h e  p r o j e c t  i n  s u b s e q u e n t  y e a r s  ( s e e  T a b i e  I ) .  However ,  t h e  

o r t i s a i o n  of an i n f l a z i o n  : a c t o r  cou ld  r e s u l t  4c some b u d g s t  

s h c r t f a l l s  I n  the Z ~ c u r ? ,  i . 9 . .  ca2::al C ~ C S ; L U C ~ ~ ~ ~  c o s t s  

escalate a t  a r a z e  g r 2 a t e r  th;n tile a v e r a g "  i n i l a t i o n  p s r c e n t a ~ s .  

The  h i s t o r i c a l  t r g n d  c f  u n d e z s p e n d i n g  Z h 2  y i a - ~ n s d  b u 3 ~ ~ t  *ii1: 

p r o b a b i y  c o n t i n u e  t h r c n g h  19a2-83 ( s e 2  Ap?eaZix 1'4 X (3:). Tho 

b u l g e t  ,Jas e s t i m a t e d  t o  bz 9 s .  131 2 Z o i ? S  wnii? :hz 3ctz31 

e x p e n d i t u r e s  t h r o u g h  M a z c 3  t o i a l  neacl:? 3s. 3 6  croce .5 .  I f  t h i s  

r a t e  o f  e x ~ ? x d i t u : o  c o n t l r i i l e s  t:?r3';.qn t':c e n d  of  Z c n e ,  i t  c a s  be 



projected that the total expenditures will be approximately Rs. 

7 4  crores or 74t of the planned budget. This is related, of 

course, to the delayed progress with the Karnataka, Andhra 

Pradesh. Haharashtra and Orissa Federations. ConseqQently, the 

planned expenditure taIgets have fallen short for such project 

action items as organized research. production enhancement, 

share capital, product development and market research and 

testing. During the fiscal year the action items vhich had 

their expenditure totals most closely approach or exceed their 

budgeted amounts vere procurement support at 91% and project 

nanagement and implementation at 140%. 

T h e  largest planned expenditures during the last three year6 of 

the project (1983-84, 1984-85, 1985-86) involve the processing 

facilities, primarily capital construction at Rs. 656 million; 

oil seed production enhancement at Rs. 511 million: procurement 

support a t  Rs. 425 million and project management and 

implementation at R6. 9 7  miilion (see Appendix IV A ( 4 ) ) .  These 

budgeted levels assume that all the planned state federations 

will be in operation. 

T h e  total project budget necessary t o  fund all the action items, 

for each planned federation for a period of seven year6 whatever 

the actual start date, i6 Rs. 322 crores. This number includes 

an inflation factor of 9% (uhich was missing in the W O F )  for 



each of the last three years of the original project ?lan. 

Against this budget requirement is an income projection of 

Rs. 251 crsres through 1985-86 (see Table 1). This includes the 

planned sale of 42,000 MT of soybean oil at Rs. 10.900 PUT in 

1983-84, 37.000 ;HT at Rs. 11,881 PMT in 1984-85 and 5.GOO HT at 

Rs. 12, 950 PHT in 1985-86. The price increase of the soybean 

oil is estimated at the same rate of inflation (91). The income 

level assumes the sale of the entire 160,000 HT of soybean oil 

originally scheduled. In aCdition, the Rs. 261 crores figure 

includes Rs. 85 crores of Canadian oil. 

The OVOW vill generate revenues through and beyond the 1985-86 

year f ron the repayment of capital construction loans, interest 

earned on procurement monies and the interest earned on budgeted 

funds held in fixed time deposits. Betveen 1986-87 to 1989-90 

this'vill amount to Rs. 13 crores. This amount, however, h a s  

not been added to the Rs. 261 total because it is earned after 

1985-86. There is, therefore, a deficit of Rs. 61 crores 

between the budget requirement for the project and the estiaated 
\ 

income. If certain federations are further delayed in getting 

established, the unspent funds can probably remain in fixed time 

deposits and earn interest rates that vill be comparable to the 

rate of inflation. In addition, the delay will inadvertentiy 

help reduce the deficit by making available those funds 

generated from the scheduled repayment of loans, principal azd 

interest. 



The only way to guarantee that each federation has an equal 

opportunity to get established and receive the deveiogmental, 

capital and operational infrastructure intended by the project, 

is to ensure that sufficient monies are available for at least a 

seven year period. I t  is therefore recommended that a n  

additional 37,000 WT of soybean oil be provided above the 

original agreement for 160.000 HT. This vould generate an 

income of approximately Rs. 4 8  crores (at R6. 13,000 per H T )  

during 1985-86. The remaining Rs. 13 crores would become 

available betveen 1986-87 and 1989-90. Since Karnataka, Andhra 

Pradesh. Haharashtra and Orissa are just beginaing to organize 

themselves. their seven year period vould extend into 1989-90; 

so the Rs. 61 crores deficit would be elisinated and the project 

plan in balance. 



Table 1 INCOME PROJFCTION ?OR T!iE 

HWLTTYEAR O?EF,ATI ON ;?LAN 

Sal e  o f  Sovbean O i l  I n t e r e s t  I n t e r e s t  I n t e r e s t  
Y e a r  savings savings e a r n e d  on 

Year 1-3 Year 4 - 7  repayment  
( c a p i t a l .  T o t a l  

Qty. i n  p r o c u r e m e n t )  
!!!I (36. Ldkh6) (Rs. Ldkh6) (As. L a k h s )  ( a s .  Lakhs)  ( R s .  Lakhs)  

Total 160,000 16,402.8 77.51 230.00 2 , 2 3 9 . 5 4  1 8 , 9 4 9 . 8 5  

- 
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UUDGETS AND ACTUAL DISOUIISIMEN TS 
l W l Z W T U l T B n 7 -  

APPENDIX I V  A ( 2  

---- - 
I L ellis Up Lo 

March 1980 1980-8 1 1981 -82 Cumulat ive  
0 E B E B E B E 

1 .  P rocess ing  

F a c i  l i l i e s  155.50 

2 .  OR CIS  Stud.  6.00 

I 

3 3. Marke t  R s .  Testg .  11.45 
. . 

rK+ 
p 4 .  Oilseeds Prodn.  - 

I Enhan. Program 171.61 

5. Product  & 

Orocess D e v e i p t .  4.70 

6. Manpoker [lev. 9.10 

I .  P r o j e c t  M a n y n t .  

ai !mp. 3,;. O ?  

0.364 2.50 - 2.50 0.051 11.00 0.415 Budget F i g < .  

NDOB O r i g i n :  

0.465 3.10 0.189 2.10 0.019 16.65 0.733 P r o j .  Doc. 

Sink inq Fund 277.44 228.16 277.49 185.816 277.49 195.744 277.49 



BUlM:ET AND ACTUAL U  16011H6EM~:N'I 
FOR 1902  8 3  

( R E .  n l l l l o n )  

--_ ._ 0.U. u_!.x I U\@b!rr  o e m e r ~ t  I ~ l a h ~ l r a e m e r ~ t  
L o u  l l l g h  Avo .  upt o  u y t  o  

J u n o .  19n2 M a r c h .  I 9 R I  

OH L C I S  S t u d l e a  4 . 6 7  6 . 2 5  5 . 4 6  0 . 5 1 6  0 . 0 1 0  

M k t .  R c a .  b T r r t  l n g  4 . 2 0  5 . 0 4  4 . 6 2  0 . 7 1 1  0 . 7 1 4  . 
l 'rodn. E n h .  F u n .  101 .18  1 4 0 . 0  121 .69  11 .650 , 2 0 . 4 1 4  

F r o a l * ~ r l  L P r o .  D e v p t  . 4 . 6  4 . 6  4 . 6  0 . 0 1 9  0 . 0 7 9  

t ' r n ) .  Hq t .  L Imp .  2 1 - 6 1  20 .02  25 .215  24 .905 1 1 . 1 4 1  

Fed.  S h .  Cap.  5 1  .OO 1 0 2 . 0 0  76 .  S 2 1  .OO 1 2 . 0 0  

o p c r  a t  l o n a  1  Lor8.r 20 .00  10.00 2 5 . 0  
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a .  P r o c e s a i 3 q  P l a n t s  

The processing plants at Dhasa. Bhavnagar, Jamnagar, and Gondal vere 

visited in Gujarat vhile the ? r 3 ~ o s a l s  for the Ujjain plant in 

Wadhya Pradesh and the plants in Tamil Nadu vere reviewed. 

There are some basic observations common to all the processing 

plants which need to be reviewed. Prom a financial perspective, the 

planning for the plants is inadequate. There are no long range 

estiaates, 5-10 years, of the projected operational costs or 

revenues. For example, the Ujjain plant in Madhya Pradesh is 

scheduled to open in 1984. It is being constructed at a capital 

cost of Rs. 13 crores. The Madhya Pradesh project document assumes 

that the plant will operate at optimal capacity its first year and 

generate a profit. There is absolutely no forecast of either costs 

or revenues into the future. Furthermore, there is nothing in their 

limited projection related to the repayment of the capital 

construction loan or it6 interest to NDDB/OVOW. Thie could amount 

to nearly Rs. 2 crores annually in the early years of repayment. 

This cost alone will probably ensure that the plant operates in a 

deficit for at least 5 years, assuming optimal utilization. 

The Tiruvannarnalai and Virudachalam plants in Tamil Nadu, being 

considered for acquisition by NDDB/OVCW, should be analyzed so that 

the problems which have inhibited the performance of these plants to 



date. and resulted in utiiizati3n races of less than 2 5 % .  do not 

continue under the tenure of TXNCOF. The continuing problems 

experienced by TAVFED have been the lack of raw oil storage; hexane; 

electrical power: raw materials to process: and coal. 

The OVOU staff does not appear to be making a detail review of the 

financial assumptions being made by the various federations 

regarding processing facilities. For example, as mentioned above, 

the Ujjain plant assumes optimal u:iliration of the plant from the 

day it opens. This projection, based upon the actual experience of 

the plants in operation, is unduely optimistic. 'The average 

utilization of the plants in Cujarat for the past several years has 

ranged from 23% to 53%. 

In addition to the lack of any long range planning and financial 

analyses, there is no financial planning performed before a fiscal 

year begins. T h e  processing plants have not been required to 

prepare either a budget document, a monthly cash flov of the budget 

or a variance report indicating the differences betveen the cash 

flov and actual expenditures. These documents nocmally serve as 

planning tools and can be revised to account for unexpected, or 

expected, variables. 

What has been provided as budget information has actually been year 

end expenditure data by unit cost. 



P e r h a p s  part of t h e  ?rob?em is that the unit managers of the 

proces6ing plants do not really control their environments. The 

determination of the amount of oilseeds to be crushed at a 

parzicular plant is determined ax rhe federation headquarters n o t  by 

the unit manager. If there is a shortage of rav material supplied 

by the federation. the unit manages6 (within CROFED) are not 

permitted to enter the regulated market to procure or perform custom 

processing. This leaves the plants with underutilized capacities. 

The solution to this problem is to divide a state into geographical 

regions. The unit manager of a plant would be se'miautonornous in his 

region and given the ability to acquire whatever amount of r a w  

material was needed to naximize plant utilization. This would place 

more responsibility at the local level rather than centrally and 

provide the manager the means to be creative in maximizing his 

resources. 

Until the processing plant managers have control over thei: oilseed 

procurement and the sale of the subsequent by-products (oil, deoiled 

cake, etc.), they will have no incentive in following a budget 

because it will be meaningless to them. In GROPED. for example. the 

processing plants are paid Rs. 100 PHT for crushing and Rs.200 PHT 

for ~ o l v e n t  extraction. These are arbitrary amounts which do not 



cone close to covering actual crushing and solvent extzaction 

costs. For example, the actual crushing cost per metric ton in 

Bhavnagar in 1982-83 was Rs. 185 projected to increase to Rs.325 in 

1983-84. The raal cost for solvent extraction per metric ton was 

Rs.199 planned to escalate to Rs.959 in 1983-84. These plants vill 

never be in a position to earn a profit until the management of 

GROPED changes its policy and gives the unit managers the kind of 

independence discussed above. 

One of the stated goals of the Multi-Year Operational Plan ic to 

generate surplus revenues from processing plant activities to offset 

the costs of other services like production enhancement. In GROFED 

this is ngt possible because the processing plants, by design, 

cannot earn a profit. They are currently set u p  to absorb 

Federation losses. 

These issues should be revieved by NDDB/OVOW. There should be 

guidance and direction from Anand regarding the type of financial 

analyses needed to assess the viability of a nev processing plant 

proposal. Minimum budgetary and accounting standards should be 

established for all processing plants. There should be an 

examination of the GROFED reimbursement policy to its processing 

plants because the existing method ensures operational deficits. 



I n  reviewing the decail cost of operaticn at Bhavnagar p!ant i: 

became apparent tha: a significant part of the total cost w a s  

related to packing. In 1982-83 the packing cost represented 

approximately 2 4 %  of the total operating cost vhile in 1983-84 it is 

projected to rise to 28%. The najcc cost is f o r  tins which a r e  used 

as containers. A reviev of industry-vide standards for packing 

costs should be done to deterinine if the GROFED costs are unusually 

high and, if so, the reasons for it. 

The analyses of the different processing plants show that optimal 

plant utilization has a significant impact upon the processing cost 

per metric ton. A plant's fixed costs per metric ton is inversely 

related to its processing. For example. at Dhasa the fixed cost in 

1981-82 pei metric ton at 2,559 HT was Rs. 22 while the projected 

cost at capacity (15,000 MT) is R6. 8 or a 643 reduction (see 

Appendix IV B (1)). At Jamnaqar the 1981-82 actual fixed cost per 

metric ton for processing 13.077 PIT was Rs. 387 vhile the same cost 

at full capacity (75,000 HT) vould be Rs. 52 or a decrease of 879 

(see Appendix IV B (2)). The estimated fixed c o 6 . t ~  per metric ton 

at the Ujjain plant vill decline from Its. 336 at 48,000 WT to Rs. 

135 at 120,000 HT. As plant capacity increases tihe fixed costs of 

production per metric ton decreases dramatically. 

A plant's ability, naturally, to reach full capacity is dependent 

upon the availability of the raw xiaterial. its price, stores. power, 
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etc. Since the oil processing business is volatile in nature and 

rubject to these many variables, a computerized financial pianning 

model needs to be developed that would enable someone at either the 

federation or processing plant location to input the different 

variables into hypothetical alternatives and produce proforma 

financial statements as an output. Such a forec.3sting tool should 

minimize the uncertainties vhich currently hinder planning. 

The profitability of a processing plant is affected very much by the 

price paid for the raw material to be crushed and the selling price 

of the final product. The timing of the pUrch~Se6 and sales and the 

maintenance of a low fixed cost per metric ton are critical elements 

in maximizing profits. 

The processing plants within GROFED, vhich are the only plants in 

operation, are viable if the processing reimbursement amounts per 

metric ton are increased to factor in a profit margin and the 

existing procurement practices discussed above are changed. In 

addition, it is important that the Federation, in the future. not 

set unrealistically high premium prices for procurement: othervise, 

its processing plants operating margins will be effectively 

eliminated. To date, the proceeeing plants show a profit, despite 

very high individual losses, because of the depreciation amount 

permitted by the Government of India. If this were not the case. 

the solvency of the plants would be in question. 
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I9RI  -RZ 1982-R1 19fl l-84 1984-RS I9R5-A6 l9H6-81 19fl1-RI I9H8 A9 ~ V I I V  911 A 
( L c t u r l )  
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t 
15,000 15,000 15,000 15,OoU 15.000 I 5  . I I I H ~  

1 
Rru M r t e r l r l  ( H I )  2,559.50 5.920 11,320 

V r r l r b l c  Costs 

Pave r 
Stores 
L & l o r  
Pack I n 9  
Sub l o t r l  

F laed Costs - 

set up cost 11.41 - 
141.61 110.22 I lO .22  I lo.?? 130.77 110.22 110.72 110.22 I 1 0  " I  , 

P r l n c l p r l  65.22 10.89 11.04 81 .11  90.90 YU uu , 

in teres t  - 58 -08 51.11 41.26 40 .51  31.12 25 4: LY 

S u b - l o t r l  - 124.10 124.10 124.10 124. 10 124.10 l ? 4 .  MI 
a 

l o l r l  Cost 294.11 415.11 198.21 1.139.61 1.139.61 1,119.61 1,119.61 I, 119.61 I , l l Y  61 
Cost /HI  115.21 80.29 10.51 15.98 15.90 15.98 15.90 15 .98  1 5  911 

Revenue 255.95 592 1.117 ),So0 1.500 1,500 1,300 1,500 1 5u0 

Prof l t/Losr ( - )  19.09 ( 4 )  116.65 ( 4 )  133.19 ( a )  160.33 ( 4 )  160.11 ( 4 )  160.31 ( 4 )  160.11 ( 4 )  160.31 ( 4 )  160. I I  

C w u l r t  I r e  ( - )  19.09 ( 4 )  11.56 ( 0  411.15 ( a )  111.68 ( 4 )  l , l 1 2 . 0 1  ( a )  1.49'2.14 ( 4 )  1.852.61 [ a )  2,711.00 ( a )  2.51 J .  J l  
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GCmF JAMMAGAR 
ACfUht Aro ~ ~ 0 ~ f c T t D 7 0 ~ 0 U l 0 1 ~ i  OP€RAIH)(I-  

---- -- 
1981-82 1982-83 1981-84 1984-85 1985-66 1986-81 1981-88 1988-89 IYU9-LO 
(Actua l )  

Power and f u e l  16.45 16.83 11.19 94.14 94.34 
5tores 0.25 0 .56  I .08 1.43 1 - 4 1  
Lrbour 4 -00 8.96 11.31 22.94 12.94 
5ub T o l r l  20.10 46.35 69.58 118.11 118.11 

iirges 4 .31 4.31 4. I 1  4 .11 4.11 
I a I ~ r l e s  1.88 I .Be I .6B 1.88 1.68 
Rtpa l r r  b M r l n t .  4.38 2.18 2.  38 2.38 2.  18 
Abnn. 011 6.11 6.11 6.11 6.11 6.1 1 
Depreclr t lon 14.2 1 24.24 24.24 24.24 24.24 
Sub-Iota I 50.95 38.98 18.98 38.98 38.98 

P r l n c l p r l  
In te res t  

-Sub-Iota1 

Re venue 

Processing Charger 10.26 61.15 110.91 113.55 113.55 
Storage c h r r y r r  1.23 16.19 11.29 41.46 41.46 
Sub-Iota1 31.49 83.94 162.26 215.01 215.01 

Prof l l f l o r s  14. 16 11.58 ( 6 )  2.41 4 )  19.14 
Cumulatlwe 111 14.16 111 49.11 I-) 49.11 - )  29.59 

-- - I 
-. - 



Raw M b t e r l a l  ( '000 MI )  4 8 
I t u  R r l e r l r l  t o r t  1.440 

V r r l t b l e  C o r t r  ------- 
H r r r n e  10.25 
Conrunrtble 12.00 
Power 5.00 
Yaler  1 .OO 
Fuel  16.00 
Usyes 6 .OO 
S u b - l o t r l  58.25 

F l r e d  Cost --- 
R e p r l r  L Mrlntenrnce I 2  
Insurdnce 8 
n lsc .  Eap. 2 
AJam. 011 I 2  
O e p r e c l r t l o n  121.5 
Sub l o t 4  l 161.5 

Pr lnc l p r l  
I n l e r e s t  
Sub l o l ~ l  

l o l r l  Cost 1.659.15 

f r r l  011 
f r s l  Ctke 
Sub l o l r l  



BtiAVMAGAR VEGf lAB1 E PROOllC l S  U l l l  
ACIUAL XNG-~ROXCT€~~-~OS~~~F~~R-T~~  A ~ ~ P ~ R A I  IONS --- .- -- --- 

-- - - -- - - - -- - - - - - - . - . . 
1982-83 1983-84 1984-85 1985-86 1986-81 1 9 8 1 3 8  l9OtJ-89 I9 t lY-90 
( A c t u a l )  

V a r l a b l c  Costs  ---------- 
C h c n l c r l s  
Steapl 
Power . S t o r e s  
Production Lhbour  
Pack l ng  Cost  
C e r s  
S u b - I o t r l  

Sr  l d r y  
RUmn 011 
n r l j r e c l r t  I o n  
Sa les  OH 
S u b - l u t a l  

T o t r l  Cost 1,181.31 2,051.15 2.104.39 3,428.14 4,011.36 4.031.16 4.033.36 4.03J.16 

Revenue 

S a l e  of  Produc t s  1,005.6s 1.918.09 2,555.23 3,190.65 3,826.41 3,826.41 3,826.47 3. t I tb.4t  
B y  P r o d ~ c c l s  30.81 31.40 49.92 62.65 14.96 14.96 14.96 7 5 . 9 6  
P r o c v s r l n y  L 

PILL I n  Charyes 128.61 98.10 169.11 216.49 216.49 216.49 CI6 .49 C16.4Y 
Sub- l o1  P! 1.165.15 2,053.59 2,114.26 3.469.19 4.111.92 4.111.92 4,111.92 4 ,  I 11. 92 
P r o f  I t / l  ors I - )  16.22 ( - )  3.56 ( 4  69.81 ( * )  41.05 ( * I  84.56 . ( * )  U4.56 ( * )  B J . 5 b  ( * )  U4.56 + I  

Curnulol I r e  - )  16.22 ( - 1  19.18 ( * I  50.09 ( 4 )  91.19 ( 4 )  115.10 ( 4 )  260.26 ( * )  344.02 . ( 4 )  429.10 
? ------- . - - -- - - - - - - - -- -- -- - -- 



The federations o: Gujarat ( G R C P S D ) ,  Hsdhya Pradssh (OILFED), Tamil 

Nadu (TANCOF) and A n d h ~ a  Pradesh vere visited. There are a number 

of findings common to all the federations w3ich vill be reviewed in 

detail. 

The most significant problem identified is the inadequate financial 

management that pervades the federations. For example. a budget 

document is not utilized a s  a planning tool to specify, and itemize, 

goals, objectives or priorities for a fiscal year. Rather, it is 

viewed as a meaningless exercise to satisfy a requirement of 

NDDB/OVOW. The budgets provided for review had been done in October 

1982 under a certain set of a66umptions. but had not been revised 

through May 1983 even though the original assumptions had altered 

dramatically. There was no evidence of the use of a monthly budget 

cash flov to assess projected requirements throuqhout the year. In 

addition, the federations do not make use of a monthly variance 

report which indicates by budget item the expenditures against the 

monthly cash flov for the month, the difference, and a year to date 

comparison of budget. expenditures and differencef;: Under the 

praposed Multiyear Operational Plan a quarterly variance report is 

planned. This should provide useful financial information to 

NDDB/OVOW for managerial decisions. This presupposes the reports 

are submitted by the federations in a timely and accurate manner and 

revieved and analyzed by OVOW. 



There is limited long range planning per2orned at the fedecation 

level. There are f e w  analyses or projections done three. four or 

more years into the future regarding the financial implications of 

procurement. share capital. capital construction o r - r h e  viability of 

the processing plants. In fact, the processing plants are usually 

projected to be operating at full capacity and earning a profit when 

kistorically this has yet to occur (see Processing Plant Evaluation) 

T h e  accounting performed for certain funds is not sufficient. There 

should be a relationship between the origi-nal budget and the actual 

expenditure for each capital item. Furthermore. separate ledgers 

and bank accounts should be maintained for NDDB/OVOW funds like 

share capital. procurement and other grants. Currently these monies 

are commingled and t o  obtain a separate accounting it must be 

reconstructed (see Share Capital review). The federations are only 

partly at fault for this situation because NDDB/OVOW has not 

provided a list of the prescribed accounting standards. 

In addition. the technical approach to the preparation of the 

balance statement and profit and loss statement requires a review 

because the figures can be misleading. For example, the Madhya 

Pradesh (OILFED) Profit and Loss Account Report for the period 

November 1, 1981 to October 31. 1982 shows a profit of Rs. 51 

lakhs. This is not a profit at all but. rather. a total cost of 

operation for the year. The profit number has been placed o n  the 

total line. Furthermore, the statementc s h ~ w s  a net profit of nearly 

Rs. 41 lakhs related to the sale sf the donated refined soybean 



oil. This zepresents 6 2 9  of the total ? r o f l t s  ( 6 6  lakhs) listed. 

This is not a profit in the truest business sense where goods or 

services were sold at a price greater than the cast of production. 

These funds are income but they should not be considered profits and 

they should be separately id2ntified because they artificially 

inflate the profit side of the profit and loss statement. If one 

wished to make a realistic assessment of a federation, these funds 

would have to be subtracted. 

The Madhya Pradesh situation becomes even more complicated when the 

funds they received from the National Cooperative Development 

Corporation (NCDC) and the state government are added in their . 
Balance Sheet as of October 31, 1982. They list under "Paid U p  

Share CapitalM funds received from NDDB/OVOW, NCDC and the 

Government of Hadhya Pradesh. These monies, although labeled as 

share capital. are not share capital as defined by NDDB. These 

include loans from the state. cagital construction monies from NCDC, 

profits to be reimbursed to society zienbers and funds avail3ble for 

procuzement. These are not the type of funds which can be planned 

to be available each fiscal year so they must be reviewed carefully 

when analyzing the total federation. Because of the way the 

accounting is performed it is difficult to understand what a profit 

means when it appears o n  a statement. 
- 

The Gujarat federation. on the other hand, uses consistent 

definitions and does not have the external funding arrangements of 

Madhya Pradesh. In 1981-82 the federation lost Rs. 322 lakhs and 



ths 7rojection for 1982-83 is a loss a f  R6. 300 I d k h l j .  The losses, 

in these instances, are the result o f  ca~zying stocks fr9m one 

fiscal year to another. Presumably, if the stock does not spoil and 

depending upon the market price, the supply vili be sold in the new 

fiscal year and income will be genzrared : G  reduce the projectad 

losses. 

Although TANCOF did have audited financial statements available, 

they could provide no detailed budget or expenditure information for 

the current fiscal year. The federation is in operation fo: two 

years and the sale of soybean oil began in June 1982. They expect 

the sale of the refined oil to provid'2 the "seed money" to fund 

other activities. They were unable to provide any profit or loss 

information to review. Such data vould probably be trivial 

considering the limited period of time they have been in operation. 

In any case, it is a problem that.routine financial infornation is 

not available. 

The individuals responsible for tke budgeting and accounting 

functions at the different federations are not strong 

professionally. There is a severe lack of knowledge regarding the 

importance, need and uses of a budget. Several of the definitional 

and technical problems related to accounting were discussed 

earlier. There is no consistency among the federations in the 

manner in which data is transmitted :o NCDS/OVCW. This. once again, 

is partially the fault of NDDB/OVOW for not providing 6 G m e  



direction. Nevertheiess, i t  v9ul6 Sean tkac ' 3 e  financial managezs 

at the federations would ask for c1arifica:ioc if they did not 

understand the proper vay to subnit inf~rination. 

Not a single finar.cial mandcjer .;as int~rvlexei wh3 had a complete 

knovledge of his responsibilities, his roie in the organization, cr 

his need to monitor and reviev the submission of data from the 

field. There were complaints heard about the inaccurate information 

being submitted by field personnel. These kinds o f  problems should 

be anticipated in such an organizational siructure and should be the 

responsibility of the chief financial manager to address them. 

It will be critical to the success of this pro)ecat that strong 

financial management personnel be available within OVOW and the 

federations. The OVOW should have a cadre of financial people in 

house who perform financial analyses, do management studies, provide 

policy direction to the federations, assist the federations in 

selecting their financial staff, write prescribed buZget and 

accounting procedures to follow and insure their implementatioc. 

The financial management problem starts at the top of the federation 

hierarchy with the Board of Directors. There are apparently no 

Boards of Directors which have a professional financial person as a 

member. This is-absolutely essential to the proper management of 

the organization. If such a member were to begin demanding tixely 

and accurats financial data, this would. help strengthen the entize 



perspective of t h e  financial aanagement team within a foderacion. 

Such a board member might be able to provide some dicection 

regarding financial policies to pursue or analyses vhich need to be 

done. Unless there is some guidance provided from somewhere, and 

there has been very little, if any, iron NDDB/OVCW and the aoard of 

Directors. the problems reviewed will continue. 

The NDDB/OVOW nominates three members to each federation's Board.of 

Directors. This provides NDDB/OVOW with every opportunity to make 

certain that one of its selections is a strong, experienced and 

prominent financial manager. 



The objective of this report is to disci~66 a revision to the w a y  the 

Multiyear Q?er,ational Plan is reviewed budgetarily. -Currently. each 

action iten ccntain~ a budcjete2 asount projected chrough the 

termination date of the project. Included within each item are 

funds for developmental, operational and capital activities. Before 

proceeding it is necessary to define each of these terns. 

Developmental activities are those with impart new skills, abilities 

and knowledge. These acquired attzibutes then serve as a basis for 

performing functions or initiating ventures not previously . 
feasible. Such developmental activities become-the infrastructure 

for any new project and must be in place for the project to succeed. 

Ouerational activities are those which must be cortdtcted in the 

normal business environnent on a daily basis. The costs associated 

with these activities are those which one would normally evaluate in 

a profit/loss sense. 

Capital activities are those involving the large expenditures of 

money for construction, procurement, acquisition of land or 

buildings. Unlike developmental and operating activities which m u s t  

be done to optinize business performance. capital related itens can 

be delayed. postponed indefinitely or accelerated debending upon the 

set of assumptions made. 



It is recommended that each budget (action) item be :2ciassified 

into one of the thzee major purposes or major activity areas of the 

project; developmental, operational and capital (see Appendix IV D 

(1)). Therefore. any action item which contains budgeted funds for 

more than one major purpos2 activity will be reassessed and the 

funds realigned. For example. within the total budget for 

processing facilities is a Rs. 700 million amount for capital 

construction. This amount would be moved to th:: capital major 

purpose while the remainder of the budset moves to the developmental 

major purpose. 

One error that has been made since the inception of this project has 

been to try to evaluate its success or f a i l u r ~  in terms of a bottom 

line profit or loss number. With a project of this magnitude and 

complexity a bottom line number will be a perversely distorted 

figure. This is because the Oilseed Vegetable Oil Wing (GVOW) has 

undertaken certain developmental activities like coopeiative 

development, manpower development, market reseaxch and product and 

process development. These functions would nor~nally be funded and 

performed by a governmental agency interested in promoting a 

particular scheme. Similarly, the OVOW has assumed the extensive 

capital costs of rehabilitating existing processing plants and 

constructing new facilities. 
- 

There is no profit to be earned ,in performing developnental or 

capital activities. They create and brovide for the infrastructure 

necessary to accomplish project goais'but they do not generate 



revenue. It is therefor? Su6g2razily ixpzoper to have 3c:i:n l ~ e r n s  

which contain portions of all tkese elpments. They mnst  be 

segregated, where possible, accorjing to the activity thac is being 

performed. 

When examined in this manner the profit and loss aspect of the 

project would be evaluated against t S ~ s s  activities considered to be 

operational in nature. In addition. having the budget divided into 

three rcajor purposes provides g.ceatez budgetary flexibility to the 

sanagers of the project. They could move funds from one aczion iten 

to another within the same m j c r  aur2cse without restriction. 

This flexibility will be particularly iaporzant a s  the project 

approaches its termination dat2 and large suns of capital are 

required for raw material procurement. It nay be necessary to move 

funds initially budgeted for share capital, opezational lossss and 

construction to procurement or interchange them i.n oihsr w a y s .  The 

funds should not be considered encumbered to the action item for 

which it vas originally budgeted. 

It is the understanding of C L ~ A  and NDDE that a USAID restriction 

of 159 exists in the transfer of funds between action items. This 

restriction should be reconsidered and reevaluated in light of the 

new major purpose 3udget desczibed abcve. 

The folloving lists the three major ? ~ r p o s e s  and the action itens 

containeC xithin each. 



Manpover Development 

Produc: and Process Develo?nent 

Hatket Research and Testing 

Management Training 

Cooperative Development 

Production Enhancement 

Operatinq 

Operations Research and 

Information Systems 

Projeci Management 

Capital 

Processing Facilities 

Federation Share Capital 

Capital Procureaent 

Operaticnal Losses 

Capital Construction 

A peripheral issue to be addressed by USAID and CLUSX which directly 

affects tae budget for the Multiyear Operational Plan is a 

definition of the beginning and end d a P e s  of the project. The first 

involvement of NDDB in the project was.in 1977. The first shipment 



of saySean o i l  t o  ar:ive Lo India was ia June 1379. T h e  funds 

genezated from the sale of the refined oil d = d  not oubstantively 

materialize until 1990. Therefore vhile the project goais may have 

besn altersd or changed slightiy with the ? z s s a g e  of time. :he 

ability of OVCW to achieve them will depeza u?on vhen the project 

dates are defined. 

It would not seem unreasonable to assume that the project officially 

begins, as far as USAID invalvement is concerned. when the oil was 

sold and sufficient rupees senerated to comzence major funding of 

the action items. If this is the case then the project actually 

becane operational sometime in 1989-81 with an end pf project date 

of 1987-88. Trying, however, to evaluate this over a seven 

year pe:iod, whatever the years, is unrealistic. 

The project plan has set out a number of goals and targets to be 

achieved based u?on a certain set of 13ssumptions. Hany of tke 

assumptions a r e  tantamount to an ex7ectad revolution in the way 

producers use their agricultural land,a, tt? way raw materials are 

\. processed and finished products are marketed. These activities will 

certainly take more than seven years t o  achieve, if -they can be 

attained at all. 

- 

A perfect example of this situatiorr is Lhs prccessin.g facilities 

which are beins constructed. A pla,nt opening in 1933, for instance, 

does not 3egin paying the 2rincipal and interest on its i o a n  u ~ t i l  

1985 because of a two year g:ace period ~rovi2ed by C1JO'd. 



T3erea:ter the loan must be repaid conpletely w i t a i n  3 y e 3 z s .  T>e 

tine frame has now been extendeC 13 yearz to 1993 and it is still 

not assuzed that the plant at that time vill have accomplished each 

objectivv-e set out in 1979. 

There is no question that this project has long term implications 

for the Government of India and the USAID administration must decide 

if the project should be supported beyond the earlier defined seven 

year period. I t  is recommended that USAZD involvement be continued 

beyond the current termination date of the project because many of 

the ambitious plans of OVOW cannot be achieved within a seven year 

time frame. Furthermore, additional support beyond the 100.000 

metric tons may be required to support the achievement of all the 

project goals. 



( 3 )  P u b l i c a t i o n s  

( 4 )  A d v e r t i s i n g  

I .  D e v e l o p m e n t a l :  

( 1 )  S a l a r i e s  ( C a p i t a l i s a t i o n )  

( 2 )  C u r r i c u l a r  D e v e l o p m e n t  

( 3 )  T r a i n i n g  E x p e n s e s  ( T u t i o n ,  F o o d l T r 3 n s p o r t )  

P R O D U C T  & P R O C E S S  O E V E L O P M E N T  

1 .  D e v e l o ~ m e n t a l :  

( 1 )  S a l a r i e s  

( 2 )  T r a v e l  

( 3 )  P u b l i c a t i o n s  

( 4 )  E q u i p m e n t  

( 5 )  O t h e r  f a c i l i t i e s  

H A N A G E t 4 E N T  T R A I N I N G  

1 .  D e v e l o p m e n t a l  : 

( 1 )  E s t i m a t e d  e x p e n s e s . p e r  s t u d e n t ,  w h i c h  i n c l ' u d e s :  

- T u t i o n  

- C o m p u t e r  f e e s  

- T e a c h i n g  M a t e r i a l  

- R o o m  5 E l e c t r i c i t y  



- F i e l d  S t 3 d y i M i S  e x p e n s e s  

- S t g d e n t  ~ e l f a r d  f u n d  

- F o o d  a t  A n a n d  
I 

C O O P E R A T I V E  D E V E L O P M E N T  

1 .  D e v e l o p m e n t a l  : 

S e e d  m o n e y  f o r  

- C o m m o d i t y  o r  R e s o u r c e  S t u d i e s  

- I n i t i a t i o n  o f  p i l o t  p r o j e c t s  

T h e  c o s t  i n c l u d e s  S a l a r e i s ,  T r a v e l  b T r a n s p o r t ,  D a t a  A n a l y s i s ,  

P u b l i c a t i o n s ,  C o r n n u n i c a t i o n ,  e t c .  



The current structure for the disburse~ent of funds segregates 

action items 1 through 7 into a Special Accaunts I and actions itens 

0 through 12 into Special Accounts X I .  The genesis for this 

arrangement was the distinction made for monies generated by the 

landed value (Special Account I) of the commodity and the actual 

sales proceeds in excess of the landed value (Special Account XI). 

If the major purpose concept of budgeting is adopted ( s e e  Section IV 

D). the aforementioned segregation would be dropped. In its place 

would be three groups: developmental, operational and capital, which 

would each have the appropriate action item budgeted within the 

respective major purpose. This wou?d provide management with 

maximum flexibility to move funds within each major purpose. 

The revenue generated would be placed into one special account from 

where the funds would be drawn to support the three major purposes 

and the 12 action items. 

The revolving fund would operate for loans and advances made to 

state federations. These would include, but may not be limitez to. 

procurement and - capital construction. Since all activities 

emanating from the revolving fund involve t h e  major purpose capital 

it would be cecessary to set up a separate ledger for c a p i t a ?  



related items. 2aynents would be nade from funds drawn from :he 

special account and transferred c o  the rnaj~r pur7cGo ca?ital and th2 

particular action item. 

The repayment of in:erest and loans to the revolving fund would 

involve a credit to the revolving fund account. Interest earned on 

bank accounts would also be credited to the revolving fund account. 

All inflows of monies (repayments, interest) would accrue to ths 

major purpose capital and to the particular action item from where 

the funds were originally debited. In this manner the timely 

repayment of funds could conceivably reduce the totai cash flow 

requirement during a fiscal year. This situati-on will not arise 

until all outstanding loans are in a repayment status, perhaps in 

three years. 

The aforementioned procedures would replace the current practice of 

dealing with separate special accounts. In addition, it would treat 

all reflows -- interest on loans and bank accounts and principai 
loan repayments -- the same. There is no reason t:o treat any of the 

income sources differently. All monies are procured and utilized 

for the funding of the project's activities. Therefore, as long as 

the various sources can be identified and credite? propeEly the 

funds should be treated in the same nanner. 



Each state f2deration will be required to keep separate ledgers for 

the ex?en?itures of monies relate? to the major purpose capital - 

procurement. share capital. constri~ction, operational losses. When 

the ioans are received from OVOW the appropriate entry shoulC be 

made in each ledger. Similarly, when principal and interest are 

repaid it must be reflected in the appro?riate ledgers. Currently, 

there are no budget or accounting requirements for certain major 

purpose capital items like share capital. This situation can be 

rectified by having state federations submit detail budgets to OVOW 

for approval before any funds can be released. The accounting of . 
the monies through separate ledgers will enable OVOW to evaluate and 

monitor expenditures agaicst budget. This will improve the 

management of the project (refer to the nev budgeting fornat). 



1. There is need foz an additional 37,CCO I4T of soybean oil a5c.~e 

the original agzeement of Zi0,OGO MT. T2is wocld generate 9s. 

48 crores and eliminate the projected budget deficit. 

2. State federations should be divided into qecg.caphica1 regions', 

and the processing plant unit managers ~ h o u l d  be give2 

semiautonomous jurisdiction within their area. Any movement of 

raw materials or finished praducts across regiocs would be 

decidzd at the federation's headqusrtors. 
i 

3. Guidance and direction is needed from OVOW regarding the type of 

financial analyses needed to assess the viability of processing 

plant proposals. in addition. mininun budgetary acd accaunting 

standards should be establisned for all processing plants. The 

GROFED reimbursement policy to its processing plants needs to be 

examined because the existing method ensures operational 

deficits. 

4. A ccmpuzerized financial planning m ~ d e l  needs to be developed. 

5 .  To rndxixize profits, the fixed costs Fez netric ton nust be kept 

low, which requires optiaal plant xtilizaiion. In addition, ths 



tizing of the ?ur:has+s a f  ths raw m a t e r i a l  to be cr*:she? a n C  

tne sellin9 price of the final product are c=i:ical eltments in 

the profit margin. 

6. Stiong financial rnanageaenL personnel are neeCed within OVGW a a d  

the state federations. 

7. OVOW should nominate prominent financial manaGers to the Boards 

of Directors of each state fedoration. 

8. The W O P  budget should Se redefined intg three major purpose 

areas: developmental. operational and capital. All the action 

items vould be realigned into these classifications. This would 

provide maximua budgetary flexibility far the project's 

management. 

9. The funding for acticn itens from t v o  segregated accounts should 

be ended and replaced by the major pur?ose concept of budgeting. 

10. All revenue produced from interest on loans a n d  bank accounts 

and principal loan repaymeats should be treated 'the same. 



Processinq Facilitiss 

%aterials handling systens a s  they no% exis: for icccming cllsaeds. 

in-process aaierial, and finished peoducts ar2 unecanonical. 

Mechanization of handling. bulb storage and running the solvent 

plant to extract the cake as it is produced will save labor and, 

more importantly, improve the solvent extraction efficiency, improve 

the quality of the solvent extracted oil, and eliminate the ex?ense 

of buying t\e gunny bags. 

Hexane losses are high in the solvent plants. -The greatest single 

cause is the intermittent plant operations. The intermittent 

operation is due to the lack of raw naterials, insufficient 

electricity to run the plant a s  a unit, ?ouer failures and the 

imbalance between the prodi~ction of cake an2 the needs of the 

solvent plant. Correction of these condizions should have hiqh 

priority. 

Safety of equipment in some of the acquired solvent plants is still 

a probiem. In some solvent plants belt-driven pumps and speed 

reducers still exist. Houevsr, plans are t3 chan.qe these units as 
- 

replacenent equipment is av;ilaSle. Same 9rcgress has been made on 

tS,s problem since it was first pointed out by the oyeratiocs 

research study, and this aspect of safei:~ is being taksn care of in 

the nerd facilities. 



Hateriais handling is aostiy b y  manuai L a b o r  and is vsry 

inefficient. In soine instances the cak? from crushing is bagged and 

stored for as nuch as 15 days befcre it is solvent extracted. The 

cake should never be alloved to cool as it th2n generates fines vhen 

i t  is milled which reduce dtainags in the extracticn process and 

increases the energy required to Xeep the extractof up to normal 

operating temperature. 

There is still a problem vith the cumbersome procedgre for obtaining 

licenses to establish and operatc a processing plant. In most 

instances the local, state and national govetnicg bodies requir2 a 

number of licenses and permits which usually causes a yea1 or more 

delay on each new facility project. It is recommended that the 

government streamline these procedures. 

Operations Research and Informatioc Systems 

If the HIS system is to be established and used as the basis for 

managerial decision making by VJ0W an2 foz Opetacions Zesearch 

Studies then the experience learced vith a h a v n a ~ a r  should be 

educational. For example, any federation contemplating its 

implementation should begin a n  indoctrination process of the 

secretaries. They should undarstand in advance why the system is 

necessary, its dbjectives. acd hcv  the system will benefit and serve 

their needs. T>e training should be of a csntinuing nature until 



camplet? faini;iarity ui:> :he fozzs is a c h i o - ~ ? 2 .  When a v i i l a q e  

secretary is identified 3 s  haviag pzovided iscompiete c c  i ~ a c ~ u i a t e  

d a t a ,  he should be visited and gLv2n a :raining sessioc. This whc:e 

process is mnch acre successf~l. - ~ i : h  Less r s s i s t a z : e ,  ui-,zc the 

system takes account of the neeis of t3s various a s e r s .  

It is recomnended that during the early lmpiementasion of MIS, 

within each of the state federations, that the proposed MIS forms be 

conGoliZated and streamlined so that only the cost im~crtant and 

relevanc data affecting decision making be collected initially. As 

the users becone more familiar and experienced with the sys:en other 

data ele!n?nts can be added. 

It should be noted that the appzoach followed by the Gujarat 

Federation is viable. They proceeded in a phased manner and 

addressed proSlems as they arose. For exariiple, v3sn resistant? was 

enco~ntezed with village secretaries they sent teams cu: to c o n d ~ c t  

on site training sessions. ?Lo thiags vf,ich should be 2orie are a 

mare compreherisive explanation to the ueers regarding the clad :or 

ths system and a simplification of the forms, which might azcolecate 

their acceptance. 

The projsct uould likely benefit fr-3rn an ongoing 7rogran of OR 

linked with ehe M I S  data and centralized at ?JDDB/QVCW. While ~ o n o  

projects misht be =ore reasonably given to outsid? ccnsultantr, i: 

is probable that more practical and meaningful results would come 

fron an in-house group which is very faniliar with project 



operations and ceebs. OR work shculd focus on Gpecific proj*ct a n d  

federation problems (for example: procurement, storage. processsing, 

pricing, etc.). I t  should be concerned with the development of 

aanagenent tools vhich allow more rapid and complete assassnent of 

changes in assusptions, prices and policies on project objectives 

and financial viability. OR vork might be efficiently linked with 

the recommended vork on market analysis and forecasting. 

Marketins O ~ e r a t i o n c ,  Reseazch and Testinq 

Reassessment of Projected Project Revenues: The original 

assumptions regarding revenues to be earned from project marketing 

activities, including sales of donated. commercially procured, and 

project-produced oils and products. need considerable adjustment. 

The net effect of the changes on total project revenues and project 

viability at current funding levels is uncertain and ~ u s t  be 

carefully evaluated. The fact that the original budgets projected 

revenues (and costs) in constant 1978/79 prices makes comparison of 

the budget with actual revenues (and costs) evaluated in current 

prices very cumbersome. Re-estimation of the budget in current 
6 

prices would appear to be a practical exercise. 

2eassessaent of Buffer Stock Policy: It is not clear that the 

proposed operation of "localized buffer stocksM is either feasible 

or in the best interest of the project. To the extent that the 

operation of buffer stocks would involve something other than profit 



aaximizing decisions o c  holding and releasing stocks. the project 

ray not be able t o  afford it. Price stabilization programs are more 

appropriately and effectively conducted at the national level. 

Operation of a regional buffer stock in coinpetition with the STC 

mould appear to be futile. I t  is suggested that the project's real 

contribution to producer and consumer welfare vill be through the 

effective implementation of its efforts to enhance oilseed 

productivity and that project resources should be focused o n  these 

efforts. 

Accelerated Development and Warketinq of Higher-Valued Uses For 

Non-Oil BY-Products: T h e  marketing of vegetable 13ils at 

remunerative prices in India is much less of a problem than is the 

marketing of non-oil by-products. T h e  development of higher-valued 

products and markets for protein meals and waste product6 (i.e. 

groundnut hulls) could be particularly effective in improving 

overall marketing margins and in reducing pressures o n  oil prices. 

I t  is recommended that the project accelerate its efforts to improve 

the acceptability of its oilcakes and extraction€ in higher-priced 

foreign markets, t o  develop and market higher-valued human foods, 

particularly dal analogs, from protein meals, and to find 

higher-valued uses for waste products. 

Centralization of Market Analysis and Forecastinq Functions: The 

federations could obtain a significant competiti,ve advantage in the 

marketing of their products through the centralization of some 

market analysis and forecasting functions around the NDDB computer 



faciiity. Supply and demand conditions for oilseed and products in 

India and in world markets are notoriously difficult to predict. 

T9e cost of good inforiaation, inclu'ding data collection, processing 

and ana1:/6is, can be very high. A Cora group of well trained 

analysts and econometricians with access to computer facilities, 

could reduce the cost of collecting and analyzing the large amounts 

of available information and improve the quality of forecasts 

available to the federations. It is important that the work focus 

on meeting information needs and solving the practical problems 

identified in collaboration with federation-level analysts. 

Procurement Operations and F i n a r e  

Reassessment of Procurement and Processinq Capacity Tarqets 

The project may benefit from a careful reassessment of both 

procurement and processing capacity targets in each state. It is 

recommended that this be the topic of a major Operations Research 

Study. The following factors l e a d  to this conclusion: 

L 

(a) Achieved levels of procurement to date have been below 

target. Levels of procurenent will be very difficult to 

predict with certainty. In the early stages of the 

project, procurement levels in each state will be heavily 

depend2nt on the rate at which more area is organized 

under the project, as well as levels of production. Other 

factors will be achievements in terms of oilseed area and 

yield per member and procuremeni >Si nember - all of which 



. 
appear to have fallen below projected levels to date. A s  

state federations become more completely organized, 

procurement will depend prinarily on production gains 

achieved by their members. something which will be 

uncertain and difficult to predict. Procurement levels 

and utilization of planned processing capacity appear 

particularly vulnerable in Madhya Pradash because there is 

considerable uncertainty about the achievement of targeted 

levels of soybean production. 

(b) Oilseed production and procurement is likely to remain 

subject to variability. More production under irrigated 

conditions will reduce variability but a major portion of 

the area under the project will be rainfed. 

These factors have implications far levels of planned processing 

capacity as well as the size of individual plants. Larger plants 

may be appropriate in irrigated areas where production. procurement 

and optimal capacity utilization are more certain. Smaller plants 

may have a better chance of running at optimal capacity in rainfed 

areas where production is unstable. 

It would appear much less risky to the project to err on the side of 

underinvesting in processing capacity, and possibly, foregoing some 

0 profits that might be earned from processing than to overinvest and 

incur losses stemming from low ca2acity utilization. This requires 

further analysis. 



R ~ 3 s s e s s m e n t  of Procurement Pricinc ?olicy 

The project vould benefit from the development of a clear and 

appropriate procurement pricing policy which vould, preferably, be 

adopted by all state federations. The suggested elements o f  that 

pricing policy are as follows: 

(a) The establishment of a minimum support price ba6ed on 

estimated average c06ts of production which would be 

announced before each crop year. Cost of production 

surveys would have to be conducted for this purpose. 

Ideally, the same price based on national average costs 

and yields would apply to all States. However, if i t  is 

determined that distortions in factor or product markets 

lead to significantly different production costs in some 

areas, then different support prices might be used in 

different areas. The support price should be based o n  

. estimates of the cost 01 the average level (not the 

recommended level) of variable inputs used during the crop 

year and average yields. Xt is not recommended that a 

r i s k  factor be added to estimated costs because it would 

be a bonus to irrigated producers and may serve to replace 

efficient risk and drought management on the part of 

rainfed farmers. The purpose of the support price would 

be to establish for producers a price below which the 

federations vill not ai,lov prices to fall during the 

marketing season. 



( b )  Procurement should be conducted strictly at market prices 

based on daily prices in a centzal market in sach State. 

Federation levels of procurement and prices paid 6 h c ~ l d  be 

m a d e  available in marke's as quickly 2s possible so that  

actual market prices can reflect these transactions. 

Farmer members should be provided with local market prices 

daily so that they have the necessary inf:orination on vhich 

to base their marketing dscisions. Consideration should 

also be given to having the farmer pay a share of the 

federation's transportation and local handling costs. 

There does not appear to be a good reason vhy the 

federations should be subsidizing these costs to the 

farmer and effectively boosting prices received by facaers 

above the market. The real inducements for selling to the 

federation should be objective grading, convenience, the 

possible end of year bonus. and access to inputs and 

extension services. 

(c) Procurement should be conducted year around. 

It 16 felt that these policies will provide adequate incentives to 

producers and be more efficient than existing policies. Market 

pricing coupled with increased attention to raising productivity 

will be sore consistent with national policy objectives and with 

achieving both the producer and consumer oriented goals of the 

project. 



More Budgetary Flexibility for Procurement Pinancinq 

It is reconmended that NDDS/OVCW be given more flexibility to shift 

funds within the capital major pqJrpose to support procurement 

financing. The fact that per unit procurement costs have been 

higher than expected. that procurement and procurement prices a r e  

likely to be variable, and that the currently budgeted A s .  425 

million will be insufficient to support project procurement 

operations suggest that this flexibility i s  necessary. It can be 

argued that more of the funds generated from the sale of donated 

soybean oil should be made available for procurement because the 

sale of the donated soybean oil at higher than expected prices also 

meant that project operating capital requirements for processing 

domestic oilseeds were also going to be larger than expected. 

Development of a Clear NDDB/OVOW-policy on the Conditions for 

Release af  Procurement Fundinq to the Federations 

NDDB/OVOW is essentially in the position of banker in lending funds 

to federations for procurement. Appropriately, NDDB/OVOW must be 

assured that federation management and policy decisions are sound 

and contribute to financial viability. Successful procurement will 

depend o n  tiaely transfers of' procurement funds, and NDDB/OVOW 

policies which are clear enough to permit effective planning by the 

federations. 

It  is recommended that NDDB/OVGW request a detailed proposal for the 

expendiiure of all funds related to the capital major p r p o s e  which 

includes share capital. procurement funds. capital canstruction and 



operational losses. T h e  disbursement. budget and accounting of 

these monies should be carefully controlled and monitored. They 

rhould each be segregated into separate accounts at the federation 

level for auditing Through strict monitoring the 

NDDB/OVCW will be better able to assess its procurement requirements 

each year and plan t o  interchange monies, if necessary, t o  

procurement from the other action items within the capital major 

purpose. 

Gradual Reduction of NDDB/OVOW Procurement Support t o  Federations 

It is important that tbe state federations begin utilizing, t o  the 

extent possible, the commercial vehicles for procurement. This need 

not occur at once. but NDDB/OVOW should schedule a phased-in 

approach. whereby they would provide only a certain percentage of a 

federation's requirenent. which would be directly related to the . , 

lenqth of time a federation has been in operation. Therefore, a 

federation in existence for four years would not be eligible for the 

same percentage of procurement assistance a s  a federation operating 

for one or two years. By the end of year seven no support would be 

available from NDDB/OVOW. The interest rate for the loan would 

escalate each year until year seven when it equalled commercial 

rates. If this scheme is determined to be desirable. it should be 

formulated as a policy and conrnunicated t o  the federations so they 

have sufficient lead time to plan for it. If this is done, it will 

go a long way toward snding the misconception of several federations 

that NDDB/OVOW has a n  inexhaustible sourc2 of funds. 
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product and Process Development 

Product and process research and development resources 

available to the project should be focused on solvicg key 

marketing and processing problems having the highest likely 

payoff in terms of the long term financial viability of the 

project. These problems vould appear to include increasing 

the value and marketability of oil cakes and extractions, and 

finding higher valued uses for non edible by products. 

Constraints on the availability of foreign exchange and. 

therefore. access to technology available elsewh.ere in the 

vorld should be eased by any means possible. An increase in 

foreign exchange funding and/or entry into 

collaborations/joint ventures with foreign companies are 

possible. options. 

Production Enhancement 

It would appear that a strategy to stabilize year to year 

yields at a moderate level in strictly rainfed areas would be 

a better approach than trying to substantially increase annual 

yields. Even then it must be recognized that there vill be 

years when. due to very low rainfall amounts, or very goor 

distribution of the total rainfall received, yiulds will be 

very low and failures will occur in less favourable situations. 



Advanced planning vill be needed to ensure early returns fzom 

research efforts. The National Research 1ns:itute for 

Groundnuts must be urged to develop short duration varieties 

of groundnuts that a r e  resistant to cercospera leaf spot. 

rust. and alternaria leaf spot. These varieties should be 

screened for high levels of seedling vigor and deep root 

systems. Research on seed drying and seed storage should also 

be initiated. 

If it has not already been done then the government should be 

urged to undertake hydrological surveys of the entire project 

area to locate all underground water. (We understand the 

federation is planning to request such studies.) 

Studies should be initiated on inexpensive. lov pover, highly 

efficient aeans of distributing vater on small farms with 

vells. 

The Gujarat State Government shou1.d be encouraged to transfe: 

the balance of the Talaja State Farm to the federation. I t  

could then serve a very useful function as a training. 

demonstration. and seed production centre. 

There is need for a Ph.D. level staff member in a high level 

position at GROPED headquarters to provide liaison between the 



federation and research organizations. He would also 

supervise the applied resaarch. and demonstration program as 

well as the seed multiplication and inprovement wc.rk. He 

could provide guidance and direction for the training of 

rqricultural staff members. 

Manpower Development 

I f  well qualified society secretaries cannot be recruited. those 

recruited should be given adequated training to perform their 

functions with a minimum of supervision or assistance from the 

extension staff. 

The number of mobile units need to be increased and each mobile team 

should be staffed with at least one qualified agriculture graduate. 

Where it is necessary to staff agricultural po6it.ions with 

non-agricultural candidates intensive formal training in 

agricultural subjects should be arranged for them. 

The agriculture extension workers need strong technical backstopping 

from a federation and/or district level agriculture staff in order 

to keep them well informed on adapted technology. 



Operat h n a ?  Losses 

It ha6 not been determined by NDDB/OVCW whether to treat these 

nonies as a 70% loan - 30% grant or as a total gr3nt. It is 

rccomaended that when, and i f ,  these fands are utilized it should be 

on a loan basis. I f  the purpose of the operational loss component 

is to minimize such losses through careful planning and effecti3ie 

management then a loan is the only mechanism that will act as a 

disincentive for failure. Othervise, with a grac,t, there is no 

penalty imposed for poor management. 

The operational loss action iten. as canceived, basically an 

insurance policy against unexpected calamaties. This responsibility 

more appropriately belongs vithin each state federation because that 

is where the authority lies to address such matters. There is no 

reason to have NDDB/OVOW vieved by the states as a "bailout" 

mechanism for problens they cannot. resolve. It is, therefore. 

recommended that the operational loss action itern be discontinued 

and the m o n i e ~  be reallocated to the development sajor purpose. Any 

risk. and therfore any substantive loss. by either NDDB/OVOW or the 

state federations vill be with developnental act,ivities. i.e., new 

products, creating a national oilseed and oil grid, etc.: 60 the 

monies should be located where they will have th.e most use. 



Federation Share Caoital 

There should be a NDDB/OVGW policy of relating  hare capital 

disburseaents to a state federation to the prosress a federation 

makes in meeting its planned society and m m b e r s h i p  targets. In 

this manner there will alvays be a n  incentive for a federation to 

increase and improve its membership. 

The OVOW should issue a policy mandating that an itemised budget be 

prepared. submitted to and approved by OVOW before the share capital 

can be spent. This may seem an unnecessary control but since one 

objective of the share capital concept is to ensure "State 

Federation Disciplinen, this is the one mechanism to accomplish that 

end. If OVOW does not exercise its fiscal responsibilities, it will 

not be able to control and manage the project ef!:ectively. 

Furthermore, OVCW should mandate that share capital monies be 

deposited into a n  auditable. segregated account so expenditures can 

be monitored against the budget. These funds must not be commingled 

with other aonies. 

The NDDB/OVCW should issue a policy mandating that any investment by 

state federations of share capital, procurement and other NDDB 

grants must be approved by the Board of Directors of the 



Federation. The Wanaging Director should not be able to invest 

large sums of money (currently up to 10 lakhs) without prior 

approval of the Board of Directors. Any funds invested by the 

federation should be secgred and guaranteed against losses. The 

investment gsazantee should be in writing to minimise the 

federation's liability. If all the Board members are not available 

to render a decision than a quorum will be sufficient. The Board of 

Directors is the governing body of the federation and, therefore, 

should approve all financial investments. 

Project Manaqement and Impleaentation 

The audit problems which have plagued the project by crsating a 

continual atmosphere of uncertainty regarding project funding must 

be resolved as quickly a r  possible. The project will have little 

chance of meeting its objectives unless a clear and final solution 

to the audit issues is found quickly and the project staff can apply 

itself to solving substantial problens. 

There is, ambiguity as to AID'S role in the project. As the donor 

agency, AID has a responsibility to ensure that the donated 

commodities ara progerly handled and that the proceeds are used for 

the agreed upon project purposes* The project, however, was 

established under an agreement between NCDB and CLUSA. CLUSA, as 

cooperating sponsot. acts as an ,intermediary between AID and NDDB. 



Confusion arises 5ecause a t  times during implementation it has not 

been clear how much authority AID has vested in C!LUSA, or when and 

for what purposes conmunication with NDDB is properly through CLUSA 

a a d  vhen directly with NDDB. The role of each organization needs to 

be clearly dsfined and, understood. I t  is recommended that CLUSA 

have sole responsibility for monit,oring project progress, providing 

necessary assistance in matters relating to project implementation. 

and furnishing all information needed for USAID/Delhi to fulfill its 

reporting requirements. USAID/De?hits role would be to ensure that 

CLUSA has sufficient resources to carry out these functions.It is 

recommended that a simple re?orting system be developed jointly by 

AID, CLUSA, NDDB and CUC/CIDA that will meet minimum reporting needs 

of the USA and Canadian donors from data developed under the 

projects MIS program. 

There must be a firm commitment on the part of the state governments 

and NDDB/OVOW to place well qualified people in the upper level 

management positions of the federations, and to keep those people in 

their positions for at least 3-4 years. Frequen.t changes in 

leadership can only hinder the development of financially viable 

federations by preventing the leadership from ga,ining adequate 

expertise in the oilseed industry, by leading to frequent shifts in 

federation policies, and by preventing the development of a clear 

sense of purpose and direction among federation staffs. 

NDDB/OVOH and the concerned state governments must continue to work 

together to develop a clear and mutual understanding concerning the 



goals and ?olicies of the project and their respective roles in 

iaplenenting the project. This understanding is necessary in order 

to prevent possible clashes concerning project policies and the 

placement of personnel, and to ensure that all parties are .dorking 

together towards the same goals. Ideally, such ar* understanding 

would acknovledge the considerable experience and expertise of 

NDDB/OVOW in developing and managing financially viable vertically 

integrated cooperatives, as well a6 the resources and expertise 

available t o  the state governments. 

I The current organization of the project, whereby project funding is 

channeled through NDDB/OVOW and NDDB/OVOW is the project's 

management and funding authority, should not be changed even if a 

decision is taken to form a National Oilseeds Development Board. 

T h e  current organization allows the application of NDDB's 

considerable experience and expertise to the development of 

financially viable oilseed cooperatives under this project. Any 

reorganization of project authority at this point would only further 

delay and confuse the implementation of the project. 

The ending dates of the project should be moved back at least 3 

years (to 1989/90) because of the unexpected delays in project 

implementation caused by audit dispute6 and delays in the formation 

of state federations. Because of these delays it La no longer 

realistic to achieve the originally planned end of project goals on 

the original schedule. 



Consistent with current plans. NDDB/OVQW4s capacity to provide 

technical, managerial and planning support to the state federationls 

should be ex?anded. Specific areas where NDDB/OVOW9s services 

should be ex?arided include: financiai zsnaqement ar.d planning; 

operations research, which assists federations in making sound 

investaents in storage and processing infrastructure, and the 

provision of market information. analysis, and forecasting, vhich 

supports federation marketing and pricing policy decisions. C V Q W 1 s  

linkage with NDDB should be maintained so that the project can 

continue to take advantage of the efficiencies and expertise 

afforded by access to NDDB'6 excellent technical and service 

divisions. 

Financial Manaqement 

There is'need for a n  additional 37,000 XT of soybean oil above the 

original agreement of 160,000 HT. This'uould generate Rs. 48 crores 

and eliminate the projected budget deficit. 

State federations snould be divided into geographical regions. and 

the processing plant unit managers should be given semiautonomous 

jurisdiction within their area. Any movement 0 2  raw materials or 

finished products across regions would be decided at the 

federation's headquarters. 
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Guidancs and direction is needed from GVOW regarding the ty?e of 

financial analyses needed to assess the viability of  processing 

plant proposals. In addition, minimum budgetary and accounting 

standards shoulC be established for all processing plants. The 

GROPED reimbursenent ?olicy to its processing plants need; to be 

examined because the existing method ensures operational deficits. 

A computerized financial planning model needs to be developed. 

To maximize profits, the fixed co6t.s per metric ton nust be kept 

lov, vhich requires optimal plant utilization. In addition. the 

timinq of the purchases of the rzv material to be crushed and the 

selling price of the final product are critical elements in the 

profit margin. 

i 

Strong financial management personnel are needed within OVON and the 

state federations. 

OVOW should nominate prominent financial managers to the Boards of 

Directors of each state federation. 

The KYOP budget should be redefined into three major purpose areas: 

developmental, operational and capital. All the action items vould 

be realigned into these classifications. This vould proviOe maxiinurn 

budgetary flexibility for the project's management.. 



The f u n d i n g  f o r  a c t i o n  i t e m s  from t w o  segregated a c c o u n t s  shou ld  be  

ended  and r e p l a c e d  by t h e  major purpose  c o n c e p t  o f  b u d g e t i n g .  

A l l  r evenue  produced from i n t e r e s t  on l o a n s  and bank a c c o u n t s  and 

p r i n c i p a l  l o a n  r e p a y m e n t s  should b e  t r e a t e d  t h e  s a ~ m e .  



A .  Probiem and O v e r v i ? ~  

Curing the  l a s t  decade, I n d i a ' s  ?reduction of e d i b l e  o i l s  has f a l l e n  
inc reas ing ly  s h c r t  of demar-d. Current ly  an average of 1 m i l l i on  n e t r i c  
tons of ed ib le  o i l s  a r e  imported to ensure maintenance of per c a p i t a  
consumption of a p p r o x i m a t ~ l y  50% of n u t r i t i o n a i  requirements .  The 9Li -  
seed Growers' Cooperatitre P ro jec t  r ep resen t s  the major a c t i o n  pr2gram 
i n  I n d i a ' s  a t tempt t o  inc rease  domestic production of o i l s e e d s  and o i l .  
Other programs include:  o i l s eed  research  conducted b y  the  I A R I  and 
s t a t e  a g r i c u l t u r a l  u n i v e r s i t i e s ;  on-going a g r i c u l t u r a l  ex5ecsion programs 
the National  Cooperative Development Corpora t i cn ' s  f inancing  of coopers- 
tively-owned o i l seed  processing f a c i l i t i e s ;  and various pol icy  aeasures  
taken b y  the Government of Ind ia  r e l a t e d  to  import and p r i c i n g  of e d i b l e  
o i l s  and r e l a t e 0  products .  

U .S. Assis tance 

The Oilseed Growersr Cooperative P r o j e c t  ope ra t e s  through a  ?L 480 
T i t l e  Ii donation of 160,000 of r e f ined  soybean o i l .  Commercial s a l e s  
of o i l  genera te  funds f o r  i nves t een t  i n  production enhancement, appl ied  
r e sea rch ,  marketing systems,  manpcwer development, and acql ; i s i  t i o n l e r e c -  
t i o n  of o i l s eed  processing p l a n t s .  The OGCP is supported by two Opera- 
t i o n a l  Program Grants:  : )  NDCB OPG (AID-386-2144) which ?rovides d o l l a r  
funding f o r  t echn ica l  consu l t an t s  and U.S. Train ing  f o r  p ro jec t  person- 
 el; 2 )  the CLUSA Local Support 3PG which provides p a r t i a l  funding f o r  
CLUSdfs r o l e  as  cocperz t ing  sponsor i n  p ro jec t  monitoring and zoordina- 
t i c n  cf t echn ica l  support  t o  the p r o j e c t .  

C .  P u r ~ o s e  of Evaluat ion 

The p ro jec t  xas i n i t i a l l y  evaluated in  1981. The cu r ren t  ?va lua t ion  was 
a  r e g l ~ l a r l y  scheduled mid-tern eva lua t ion  t o  de te rn ine  progress i n  r e l a -  
t i o n  to p ro jec t  outputs .  A j o i n t  eva lua t ion  team comprising p a r t i c i a a n t s  
from AID, NDDB, Government of I n a l a  and CLUSA reviewed achievements and 
assessed  the p ro jec t  s t r a t e g y  through p ro jec t  r epor t ing  and documentation 
a v a i l a b l e  a t  NDDB, in terv iews w i t h  NDDE and Oilseed Growers' Cooperati7te 
Federat ion s t a f f ,  f i e l d  visi ts  to  coopera t ives ,  processing un ic s ,  and 
research f a c i l i t i e s .  

The 3GC? is an imaginat ive and ambitious undertaking,  b a s i c a l l y  % e l l -  
designed and well-implsmented. 

? r9 j e c t  perfornance has been inp r~ess ive  cons ider ing  the pr3bl2ms t h a t  
have a f f zc t ed  i t .  



The o r i g i n a l  l i f e  o f  p r o j e c t  ( 7  y ? a r s )  a s s u a e a  s i m u l t a n e o u s  i n i t i a t i o n  of  
p r g l s c t  a c t i v i t y  i n  a l l  s t a t e s .  T h i s  h a s  noc o c c u r r e d  due  t o  c o n s t r a i n t s  
i nposed  by  e x t e r n a l  f z c t o r s .  Thes?  s e t ~ a c k s  have nade  it i m p o s s i b l e  t o  
a c h i e v e  p r o j e c t  g o a l s  Sy 1935-86, b u t  h a v t  h e l p e d  e n s u r e  u l t i m z t e  s u c c e s s .  

S ? e c i f i c  P r o j e c t  Areas  

1 .  P r o c e s s i n g  

C u r r e n t  o i l s e e d  h a n d l i n g  p r o c e d u r e s  a r e  uneconomica l ;  t h e  p r o c e s s  
s h o u l d  be mechanized .  

I n t e r m i t t e n t  p l a n t  o p e r a t i o n s  due  t o  power p r o b l e n s ,  c a p a c i t y  irnbal- 
a n c e s ,  e t c . ,  have  l e d  t o  o p e r 3 t i n g  i n e f f i c i e n c i e s .  Power problems 
c o u l d  be a d d r e s s e d  t h r o u g h  c o - g e n e r a  t i o n  u s i n g  gro t indnut  s h e l l s  a s  
f u e l .  

P r o j e c t  p l a n n i n g  by NDDB and t h e  S t a t e  Fede ra t ion : .  is good ;  n r o j e c t  
p l a n s  a r e  t e c h n i c a l l y  sound .  

2.  F i n a n c i a l  Managenent 

Long-and s h o r t - t e r m  f i n a n c i a l  p l a n n i n g  is weak and must  be s t r e n g -  
t hened .  A c a d r e  o f  p r c f e s s i o n a l  f i n a n c i a l  a n a l y s t s  s h o u l d  be added.  

D e c e n t r a l i z a t i o n  of f i n a n c i a l  dec is ion-maki 'ng  t o  t h e  p l a n t  l e v e l  is 
a d v i s a b l e .  

The MYOP budget  s h o u i d  b e  r e c l a s s i f i e d  i n t o  t h r e e  n s j o r  p u r p o s e s :  
d o v e l o p m e n t a l ;  o p e r a t i o n a l  and c a p i t a l ,  w i t h  f l e x i b i l i t y  g i v e n  t o  
NCDB w i t h i n  each  m a j c r ' p u r p o s e .  

To e n s u r e  s e v e n  f u l l  y e a r s  o f  s u p p o r t  t o  e a c h  S t a t e  F e d e r a t i o n ,  t h e  
p r o j e c t  p e r i o d  s h o u l d  be e x t e n d e d  t h r o u g h  1989-30 and an  a d d i t i o n a i  
37 ,000  MT of  RSBO made a v a i l a b l e  t o  meet f u l l  f u n d i n g  r e q u i r e m e n t s .  

3 , . P r o d u c t i o n  Enhancement 

S t r a t e g y  s n o u i d  be t o  s t a b i l i z e  a n n u a l  y i e l d s  a t  modera t e  l o v e l s  i n  
r a i n f e d  a r e a s ;  n o t  t o  t r y  t o  s u b s t a n t i a l i y  i n c r e a s e  them. 

The N a t i o n a l  R e s e a r c h  I n s t i t u t e  f o r  Groundnu t s  s h o u l d  d e v e l o p  s h o r t -  
d u r a t i o n ,  d i s e a s e  r e s i s t a n t  gPoundnut  * ? a ? i e t i e s .  

Y y d r o l c g i c a l  s t u d i s s  s h o u l d  be u n d e r t a k e n  t h r o u g h o u t  t h e  p r o j e c t  
a r e a s  t o  i d e n t i f y  a r e a s  s u i ~ z b . l e  f o r  g roundwate r  e x p l o r a t i o n .  

S t u d i e s  s h c u l a  be i n i t i a t s i  on i n e x p e n s i v e ,  low e r e r g y ,  h i g h l y  e f f i -  
c i e n t  w a t a r  a i s t ~ i b u t i o n .  

d 

3acn  f c a e r a t i c . -  shculc!  have  a P:- I. l e v e l  s t a f f  mernber t o  l i a i s e  
wi th  r e s e a r c h  q a n i z a t i o n s  an! . u p e r v i s e  s o p l i e d  r e s e a r c h  and demon- 
s t r a t i ~ n .  



E z c h  . r i l l a g e  s o c i e t y  s h o u l d  h a v e  s t o r a g e  f a c i l i t i e s  f a r  i n p t s .  

I n p u t  d i s t r i b u t i o n  m a n a q e z e n t  s h o t i l t  e n s u r e  a e m b e r s  r e c e i v e  i n p c t s  
i n  s d e q u a t e  a m o u n t s  a t  t h e  r i g h t  t h e .  

4 .  ? r o c u r e m e n t  O p e r a t  i o n s  znd  P i n a n c e  - 
L e v e l s  o f  p r o c u r e m z n t  h a v e  b e e n  b e l o w  t a r g 5 t .  To e n s u r e  a d e q s a t e  
s u p p l i e s  Cor e f f i c i e n t  o p e r s t l c n  o f  p r o c e s s i n g  p l a n t s ,  o p e n  m a r k e t  
b u y i n g  a n d  s e l l i n g  o f  o i l s e e d s  s h c u l d  b e  c o n s i d e r e d .  

F l e x i b i l i t y  w i t h i n  t h e  n a J o r  p u r p o s e  c a p i t a l  i t e a  would p e n i t  u s e  
o f  a d d i t i o n a l  f u n d s  f o r  p r o c u r o a e n t  f i n a n c e .  

?reject s h o u l d  a d o p t  u n i f o r m  p r i c i n g  ? o l i c y  b a s e d  on m a r k e t  p r i c i n g .  

5 .  F a r k e t  O g e r a t i o n s .  R e s e s r c h  ar.d T e s t i x  

S a l a s  h a v e  b e e n  b e l o w  t e r g e t  b e c a u s e  c f  d e l . z y s  a n d  i n t e r r u p t i o n s  i n  
r e c e i p t  o f  d o n a t e d  o i l s .  

A d d i t i o n a l  ( o v e r  R s . 5 , 5 0 0 )  r e v e n u e s  f r o m  o i l  are c o n s i s t e n t  w i t h  
i n f l a t i o n a r y  i n c r e a s e s  i n  7 r o j e c t  c o s t s .  

L a r g e  scale b u f f e r  s t o c k i n g  o f  e d i S l e  o i l s  is  n o  l o n g e r  a v i a b l e  
o p t i o n  b e c a u s e  C o v 2 r r m e n t  o f  I n d i a  ~ e r f o r a s  t h i s  f u n c t i o n .  

O c c a s i o n a l  s t a t e  g o v e r n m e n t  a o v e m e n t  r e s t r i c t i o n s  a n d  r e q u i r e n e n t s  
t o  s e l l  t h r o u g h  t h e  p u b l i c  d i s t r i b u t i o n  s y s t e m  ?cse E t h r e a t  t o  
p r o f i t a b l e  o i l  m a r k e t i n g .  Weak d o m e s t i c  demanc !?or p r o t e i n  a e a l a  
r e p r e s e n t  t h e  m a j o r  a a r k s t i n g  p r o b l e m ;  d e v e l c p m e n t  o f  h i g h - g a l u e d  
d c m e s t i c  u s e s  f o r  p r o t e i n  r e a l  a s  h u n a n  f o c d  wou:.d i r n a r o v e  ~ a r k e s i n g  
m a r g i n s .  

C e n t r a l i z a t i o n  o f  n a r k e t  i n f o r r f ~ a t i o n ,  a n a l y s i s  a n d  f o r e c a s t i n g  f u n c -  
t i o n s  w i t h  a g r o u p  o f  w e l l - t r a i n e d  a n a l y s t s  wouid  g i v e  t n e  P e d e r a -  
t i o n s  a c o m p e t i t i v e  a d v a n t a g e  i.n t h e  m a r k e t .  

m  he z v a l u a t i o n  v a l i d a t e s  t h e  b z s i c  t e s i g n  e l e s e n t s :  I !  i n t e r v e n t i c n  
t h r o u g h  a 7 r a r t i c a l l y - i n t e g r a t e d  c o 3 g e r 5 a t i v e  s y s t e m  a d d r e s s i n g  p r c d u c t i o n ,  
s r o c u r e x s n t ,  p r x e s s i n g  2nd 3srkes i r .g ;  2 ;  t h e  n c n e r i z a t i o n  :f c o m n o a i t i ? s  
b o t h  t o  e s t a b l i s h  a c r e d i b i e  m a r k e t i n g  s v s t e n  snC g e n e r a t e  f x n d s  f o r  p r o -  
j e c t  i m p l e a e n  t a c i o n  ; 3 )  ? r o  ject  .r.ana.gernent by a n  autor:orr,ous i n s  t i  t u t i o n  
w i t h  g r e a t e r  f l e x i b i l i t y  t h a n  gcrJercment a ~ e n c i e s ;  h !  pr3:ect  i n g i e m e n t a -  
S i o n  p r i v a t e ,  aernber-ownad c o c p a r i t . l ~ r e s  l r n p l o y i n g  ; r o f ? r s i o n e l  
~ a n q e m e n t  . 



Z:ct;ension aI' l i fe-01 '-pro j e c t  b y  f o u r  y ? ? r s ,  ~ k r c l i g h  i 389-90  ; 

C ~ r n m i t n e c t  o f  a n  a d d i t i o r i a i  37,000 MT gr' R a f i r e a  Sc.y'sear! Gii t o  
e n s u r e  a d e q u a t e  p r o j e c t  f u n d i n g  t h r o u g ?  t h e  exkended p e r i c d ;  

R e c l a s s i f i c a t i o n  o f  t h e  budge t  i n t o  d e v e l o c r n e n t s l ,  o p e r a t i o n a l  
and c a p i t a l  rnajor  ? u r ? o s e s  x i t h  f ' l e x i b i l i t g  a c c o r d e d  w i t h i n  e a c h  
3f t h e s e  ? u r p c s e s ;  

S t r e n g t h e n i n g  o f  f i n a n c i a l  ? l a n c i n g ,  nanagement  a x !  a n a l y s i s  c s p a -  
S i l i t y  oP NGDB and  s c a t e  o i l s o e d  g r o w e r s '  c c o p e r a t l v e  f e d e r s t i a n s ;  

P r o d u c t i o n  e c h a c e m e n c  f o c u s  on y i e l d  s t a b i l l z a t  i o n  i n  r s i r f  ?d 
a r ? s s ;  

I n c r e a s e d  f u n d i n g  f o r  p rocu renen :  f l n a n c i z g ,  x i t h  ;)?as!? :own 3: 

p r o j e c t  f!!nds as s t a t e  f ~ d e r a t i 2 n s  n z t u r e ;  

E l i m i n a t i o n  cf b u f f e r  s t o c k i n g  o p e r a t i o n s .  



Attachment ' B' 

USAID/NEW DELHI  

EVALUATION COST DATA 
rJL-46U T i t l e  11 CLC'SA/NDDB O i l s e e d  
G r o w e r s  Co-op. P r o j e c t ,  a n d  CLC'SA G r a n t  

1. No. and T i t l e  of Pro jec t /Act iv i ty :  2 ~ 0 .  . 4 1 ~  386-2144 ( ( ~ P G )  India 

2. Purpose of Evaluation: - T o  a s s e s s  the p r o g r e s s  of the P r o j e c t  and  to 
? r e p a r e  f u t u r e  a c  t:ions s u p p o r t i v e  of ach iev ing  

3.  Mission Staff Person Days involved p r o j e c t  objec t ives .  
i n  Evaluation (est imated);  

- Profess ional  S t a f f  16 Person Days 

- Support S taf f  lo - Person Days 

4. U D / W  Direct-Eire or  IPA TDY support funded by Mission: 

Period of TDY Dollar Cost *Source of 
Name (Person-Days) (Trave1,Per Diem c t c . )  of Fuads 

5. Contractor Support,  i f  any: 

NONE 

Amount of *Source of 
Name of Contractor@ Contract No. Contract Funds 

1. M r .  M a u r i n e  L a n d e s  P I O / T  Nu. 498-  $20 ,440  P D  a n d  S (498-0249)  f o r  
P L 4 8 0  T i t l e  11 CLUSA/ 
NDDB O G C P  Evaluat ion .  

2. Dr. R u s s e l  0. O l s o n  1 
3. -Mr. Dwight C. F i n f r o c k )  P I O / T  >la. 498- $80,  340 
4. M r .  John  A .  C h a r d a -  ) 0249-3-6431044. 

voyne 
5. M r .  C h a r l e s  V. H e n d r i x )  
6. Mr. T r a v i s  E. Mi tche l l  ) 

* k'hether PDS, Hission O.E., Pro jec t  Budget o r  C2ntral/Regicnal Bureau 
f unas . 

@ IQC, RSSA, PASA, PSC's, i n t i t u t i o n a l  Contr'act, Cooperative Agreement, 
etc. 




