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· DATE 

Mar 21 
Sat. 

Mar 22 
Sun. 

Mar 23 
Mon. 

Mar 24 
Tues. 

Mar 25 
Wed 

TIME 00' 

ITINERARY FOR TRIP TO INDIA and PAKI STAN 
March 21-April 1, 1981 

1330 1830 Depart Washington--Dulles 
2335 2235 Arrive Paris--CDG 

1130 1030 Depart Paris--CDG 

0140 
a.m. 
1315 

1500 
1615 
1715 
2000 

0945 

1030 
1120 
1215 
Lunch 
1600 

1730 
1830 
1930 
2015 

0800 
0850 
0950 
0955 

1030 

1105 

1205 
1250 
1315 
1530 

1630 

1730 

2010 Arrive Delhi 
Briefing by New DelQj office staff 
Lunch (by J.D. Roulet) with B.K. Nehru and 
L. K. Jha 

Meeting w/Finance Minister 
Meeting w/Planning Minister and Mammohan Singh 
Meeting w/Agriculter and Irrigation Ministers 
Dinner by Finance Minister 

Meeting w/Petroleum, Chemicals and Fertilizer 
Minister 

Meeting w/Commerce Minister 
Meeting w/Minister of State for Industry 
Meeting w/Energy Minister 
Free 
Depart Delhi for Lucknow 

Arrive Lucknow 
Meeting w/Chief Minister of Uttar Pradesh 
Call on Governor of Uttar Pradesh 
Dinner by Governor of Uttar Pradesh 

Depart Raj Bhavan 
Arrive Village Parasahiya (SO kms from Lucknow) 
Depart Village Parasahiya 
Visit Village Asana, unelectrified hamlet of 
poorer and marginal farmers 

Arrive Village Mohna (small shops, blacksmith, 
carpenter, school, etc.) and talk to 
villagers 

Arrive Village Palpur and talk to villagers 
including progressive farmers and Nyaya 
Panchayat members. Also see gobar gas 
plants 

Depart Village Palpur 
Arrive Luckn.ow 
Lunch by Chief Minister, Uttar -Pradesh 
Depart Luckn.ow for Varanasi 

Arrive Varanasi and depart for Village 
Senapur (Tahsil Kerakat-District Jaunpur) 
about 51 kms. 

Arrive Village Senapur 
Meetings w/villagers 
Night at Senapur 

AF054 Concorde nonstop 
Sofitel-Roissy 

AF192 B747 one stop 
Dubai 2055/2210 

Taj Mahal Hotel 

IAF Chartered plane 
(HS748) (Avro) 
Raj Bhavan Hotel 

By car 

IAF chartered plane 
(HS748) (Avro) 
By car 

Swiss cottages 



. DATE 

Mar 26 
Thur. 

Mar 27 
Fri. 

TIME 

0800 

1230 
1500 
1515 
1600 
1645 
1800 

0800 

1020 
1245 
1315 
1530 

CMf 
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Meetings w/villagers and landless laborers at 
Senapur and nearby villages 

Lunch Village Senapur 
Depart Village Senapur 
Visit Village Hat (market) at Bajrangnagar 
Visit Village Dharsora to see handloom weavers 
Arrive Varanasi 
Cruis~_ cum snack on Ganges 
Evening free 

Depart Varanasi 

Arrive Delhi 
Call on Prime Minister 
Lunch by Prime Minister 
Briefing session on over-all energy situation 
by Secretaries 

9 rt., M ~yening free 

Mar 28 1130 Wrap-up meeting w/Finance Minister 
Sat. 1230 Lunch by Finance Minister 

1515 0945 Depart Delhi 
1615 1115 Arrive Lahore 
170fi 1200 Depart Lahore 

1 13 1300 Arrive Rawalpindi- -transfer to Islamabad 
~ 1400 . . , 

Mar 29 
Sun. 

Mar 29 
Sun. 

J4~ LJt~fN-J ~ - ?~, 
-v LrP1 < (visit to Baluchistan) 
0715 Depart for Quetta 
0830 Arrive Quetta 
0900 Call on Governor 
0915 Briefing by Chief Secretary, Additional Chief 

1045 
1100 

Secretary (Dev) , Provincial Secretaries 
concerned 

Geological exhibition will be staged 
Depart for Gurkha airfield 
Visit to Mangocher (Kalat District) and Bund 

Khushdil Khan (Pishin District) irrigation 
projects 

1200-1230 Stop at Mastung 
1330 Return to Gurkha Airfield, Quetta 

1600 
1710 
~ 
yiTh 

0800 
0930 
1030 

Lunch hosted by Governor 
Depart for Rawalpindi 
Arrive Rawalpindi--transfer to Islamabad 
Dinner by Finance Minister 

(visit to North West Frontier Province) 
Contingency Plan if Quetta Airfield closed 

Depart for Peshawar 
Arrive Peshawar 
Meeting w/Chief Secretary, Additional Chief 

Secretary (Dev), Secretaries for Irrigation 
and Agriculture 

RfMARKS 

By car 

Taj Ganges Hotel 

IAF Chartered plane 
(HS748) 

PK681 Fokkar nonstop 

Falcon plane nonstop 
Holiday Inn 

Falcon plane 

Governor's House 

Governor's House 

Helicopter 

Falcon plane 
Ibliday Inn 

Helicopter 
Intercontinental Hotel 

- . 



DATE 

Mar 29 
Sun. 

Mar 30 
Mon. 

TIME CNf 

1200 
1330 
1630 
1745 
~0 

0900 

1000 

1130 

1300 
1430 

1600 

1900 

Mar 31~. 0900 
'fues. 

1630 

- 3 -

Courtesy call on Governor followed by l unch 
Visit to SCARP Madan 
Depart for Rawalpindi 
Arrive Rawalpindi 
Dinner by Finance Minister ~ 

~ <) . ~- ~~+ 
Meet1n I · ister for Food and ~gricultu 7e and 

Sec tary, Food and Agricult e Division, 
i nnen of ~DA, PARC and BP 

REMARKS 

Helicopter 
Helicopter 

Meeting on energy w/ Mlnister for Water and Power, 
Secretary, Water and Power, Acting Secretary, 
Petroleum and National Resources, Chairman of 
WAPDA, OGDC and PAEC 

Meeting on Industry w/Minister of Industries 
and Production, Secretaries of Production and 
Industries 

Private lunch 
Meeting on social sectors (education, popula

tion and health) with Minister of Education, 
Secretaries, Health, Education and Chairman, 
UGC 

Meeting w/Advisor to President on Population 
Planning and Secretary, Population Division 

Gall ali Ft esid~of Psld stan, ,£ollrn:ed by-, 

i~~t'f~~~ 
Meeting w/Finance Minister, Secretary, Planning 

and EAO and Finance Secretary- -
Depart for Karachi--lunch on plane 
Arrive Karachi 
Meeting w/Chief Secretary, Additional Chief 

Secretary (Dev) and Provincial Secretaries 
concerned 

Holiday Inn 

Falcon plane 
Intercontinental Hbtel 

Meeting w/Governor, State Bank, Federal Secretary 
Industries, Managing Directors, PICIC and 
IDBP, NDFC and small group of industrial ists 

Depart for Intercontinental Hbtel 1730 
~ LW Dinner by/ overnor of Sind 

""~ 
April 1 0200 Depart hotel for airport 
Wed. 0300 (2200) Depart Karachi LH663 DClO nonstop 

0700 0500 Arrive Frankfurt 
0830 0630 Depart Frankfurt LH030 AB300 nonstop 
0910 0810 Arrive London 
1245 1145 Depart London BA277 B747 nonstop 
1500 2045 Arrive Washington--Dulles 

OL 
March 16, 1981 
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E. 

.: 

INDIA 

Briefing Rook for ~r. McNamara's Visit 

March 21-28, 1981 

TARLF OF CONTENTS 

Itinerary 

Press StateMent 

~p and State Department Notes 

General Reference Haterial 

1. Indian Country Pro~ram Paper 
2 . Country Lending Program 
3. Analysis of Crerlitworthiness 
4. Economic Report 
5 . Annual Meeting Brief 
6. Recent Political and EconoMic Developments 
7. Thal Fertilizer Project 

Sec t oral and Topical Material 

1. Balance of Payments 
2. Energy 

a . f;eneral 
b. Coal 
c . Power 
d. Petroleum 

3 . Exports 
4. Agriculture and IrriRation 

a . Agriculture and Irrigation in the Sixth Plan 
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7. Forestry 
8 . Family Planning 
9. The Sixth Five-Year PlaL 

10.. IMF 
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Background Information for Delhi Visit 

1. List of Cabinet Ministers 
2. Biographical Data . 

Prime Minister 
Ministers (Finance, Planning, Industry, Energy, 

(Petroleum, Irrigation, Agriculture, Commerce) 
Industrialists 

3. List of Invitees for Dinners and Lunches 
4. Records of Most Recent Meetings 
5. Brief for Meetings 

The State of Uttar Pradesh 

1. An Overview 
2. The Agricultural Sector 
3. Irrigation, Power and Rural Electrification 
4. Population and Family Planning 
5. Banlr. Group Activities 

An Overview 
Fertilizer 
First and Second Population Projects 
Water Supply and Sewerage Project 
Social Forestry Project 
Public Tubewell Project 

6, Biographical Data 
Governor of UP 
Chief Minister of UP 
Irrigation Minister of UP 

7. List of Invitees for Dinners and Lunches 

Bank Group Operations in India 

1. Statement of Loans and Credits 
2. Projects under Implementation 

UNDP Activities in India 

Information Media in In~ia 



P roGR.AMKE liUR V!Sl'.l: vF MR. EDHERr S. McllJ..M.ARA, PRESIDENT, 
lit.IYtD BAit;, IN U .f.• f:OOM MARCH 24 ·to .22._:t56_..1.._. -----

Arrival 

lAte 

24.3.81 175'0 

2l+. 3.81 18 30 

25.3.81 09)5' 

1250 

25.3.81 1630 

Am au s1 A1 rpo rt by IAF a.1 r 
craft. 

Raj Bhavan, Lulcknow 

Council House. 

Meeting with Chie:t Minister, 
Uttar Pradesh. 

Baj Bbavan. 

Call on Goverror, U ~. 

lll.nner by Go error, U .P. 

Village Pareiliya. Vi sit 
tub ewell constructed under 
W:>rld Bam assistance and 
meet f'ann ers and fann labourers 
0 r village. 

Village Asana. Talk to 
snall and marginalllrmers 
1 n un e1. ect r1 f1 ed haml et 
(Gadipurwa). 

Village Itaunj • Vlsit 
village school and talk 
to poopl ·e. 

1lllage Palpur. Talk to 
villagers including progres. ive 
fanners and Nayaya Panchyat 
manbers. Visit Gobar Gas Plant. 

Raj Bhavan. 

Lunch by Clli e:r Minister, U ~. 

Lu ckrx>w Airport. Departure for 
Varanasi by clpec1al Air Craft. 

Varanasi Air Port •. 

Tea at .A1 r l'ort. 

Hrs. 

1930 

caoo 
e95o 

1200 

1500 

165'0 
(By ear) 

•• 2/-



26.3.81 

26.3.81 

26.3.81 

111, 

1200 

1510 

11CO 

1830 

19+5 

CBOO 
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Details 

Village Senapur. MeEting 
with villager and night 
stay in Swiss Cottages. 

On 26.3.81 trom caoo ·to 
1100 meEting with village 
snaJ.l nd marginal. tanners·, 
lan<D.ess labourers etc. 

Villaga Auri. MeEt villagers 
and visit Plantation under 
W>rld Bark (Social Forestry) 
l'ro jedt. "' 

Village Senapur. 

Lunch at village from 
1230 to 1400 (at residence 

' 0 f Dro fudra ])ltt Singh). 

Village Bajrangnagar. Meeting 
villagers. 

'dllage Le.ipur. l·1 ~3 eting wi. th 
villagers. 

Va ram s1 Rot e1. • 

Chats. Cruise on river @ng"-~ 

Hot e1. Taj Ganges. 

Ilnn er by Commissioner, 
Varanasi. 

Varanasi A.irport. __ Dr:par
ture for Delhi by IA.F 
Aircraft. 

Delb.i A1 rpo rt • 

Hrs, 

1100 

15'00 
(By ear) 

1620 

1815 

1930 

,. . 
••• I 



AOCO~iMODAliON ARRANGEMENTS ~ LUCXNOW 

Member of the Party 

1. Mr. Robert s. McNamara 
Pr·eaident, World Bank. 

2. Mr. w. Eavid Hopper, 
V1o -President 

l1c:4.-)"-i~ 
3. r. JBenjenk 

Vice-President 

4. P.A. to Mr. McNamara 

1 • Mr. J.D. Roulet 
Resident Representative 
world Bank 

2. ru-. H.N. Ray 
Executive Director 
orld Bank 

3. ~r. R.P. Kapoor 
Joint Secretary 
Dapa.rtment of Economic 
Affairs 

1 • Mr. Surendar Singh 
Union Protoool Officer 

2. I.AF Aircraft orew 

Details of Accommodation 

Stay at Raj Bhawan, Lucknow 

/ 

' 
' 

Cl.ark Avadh Hotel 

' 
' • 

• 
• Circuit House • 

Guest House 



( Arr ngem .. s for 

c •'.h ,._, J, ~l- ' l"'I• ' U ...... ~ ,......~-.. ............ 

A'ri>4JP w tJalwJ~ 
[~t I-,1.1 ct roN 

P r e ri t:Li!lt and t lt.O 
\.i cc-9 resident 

Hr. J.D. lbul Et. 
\ hrl H . N. Ray 
P .ll. to th.e 1"' rosi..io 
2 o f fi cial s or th e GOI 

l.AF Crew 

P res:l dent nnd pa .tty 

lAF CretJ 

J: ceo· r 10 dation fb r the Pa y 

i;;y the l1dn1 ~.t er tbr Pla. r~""ling and 
~~inister tbr .t?:rotoool, Covt . ot 
U .P. The <b:.:mi sbioner of Lu<itn:> 

vision/LliG iolice (Luatnow Range) 
w.ll alflJ be p re5ent. 

iit Va ~11 oa rQ.. . 

By the Cbmmissioner, Varana~ Jllvision/ 
ll!G ?oli ce ( Varanas:L Range)~ 

I Ei.tiJi? ;; rri. • 

3 air•rortditioned C(·rs nd 6 oth 2r CD!' .• 

1 . .... e rity w1.ll b o p 1--o vi ded by ··· ,it . <) f 
u .P • th roughou.t. i·t1 ad:dition tc:; 001 
f). ~1'" r5J nn t1--. 

2. ;~~scort car '.All be present throughout 
the v-1 sit of Presidb.nt, torl d B~fk • 

.. . 

.;; • a' : cl 'ama :-a. ~ l r.?, s.t .j ~nt ' 
t\, .. r.cll .zz". 1 ~ 1. . · 

s &.j Bh 

: Sta·· o Guest House 

: I .T • D.C. Bot el 

: C1 rruit House o~ 
Guest Hou ee. 
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Statement by Mr. Robert S. McNamara, President of the World Bank, 1 ~¥~ 
----------~-----------------~----------------------- tr 

on Leaving India, Saturday, March 28, 1981 

I would like .to begin by expres8_.11g my- thank o the 

79 
•HI) 

) 
Goverr..meR 

1t; 
fl 

~-f II.. 

i3 

conversations with the Prime Minister, 

the Finance Minister, other Members of the Cabinet and the Planning 

Commission and senior officials. I am indeed grateful to them for the time 

they spent in explaining India's problems and prospects, hopes and anxieties, 

achievements and needs. 

~et me say right at the outset that I am 

deeply impressed by what I have seen and heard. 

3. It is just over 12 years since I first came to India as President 

of the World Bank. This will be my last visit to your country in that 

capacity. Much has happened in the last 12 years to both India and the 

World Bank. 

4. By far the most impressive achievement is the successful agricul-

tural revoluti ~t i ~gai g on in your country. In the sixties and 

early seventies India was importing foodgrains. Today she is not. The 
~ . 

the policies 

and p7og~ams which India , has been following throughout the seventies. 
') I l I ;, ~ 
~Rainfall in 1979 was · erratic and deficient as it had not been since 1965, 

the only comparably severe drought in recent history. India's foodgrain 

production in 1979/80 was 109 million tons ~million tons lmver tba. ·~ 

tfiis was still _tke fifth highest 1 evel ef foodgtatn 

million tons higher than foodgrain production 
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. in 1965/66. These facts clearly indicate the impact of the techn?logical 

transformation brought about by India's investments in agriculture and 

irrigation. Moreover, using the foodgrain stocks that had been accum~lated 

during the previous several years of record production, India was able to 

manage this production shortfall with little of the extraordinary distress 

that had accompanied severe droughts in the past. The ability to produce ~~ 
in good years, such as the present one which is just drawing to a close, 

is ~rthsr evidence of the tremendous 

change that has been brought about. 

5. In the qualitative aspects of development, as distinct from the 

quantitative, your record is no less encouraging. Improvement in literacy 

rates, ~~a er enro ±m~Rb-~~~~~~~~~~~~t~ons, increased life 

~ expectancy,~reductlon in death rates nd ates reflect 

your conviction and commitment, as well as ours, that human well-being is 

central to development. 

6. 

than 
~,....._ 

~ that o been modest in relation to the resources 

" you yourselves have mobilized. Nevertheless, we are proud to have been 

associated with you in undertaking what constitutes one of 

development experiments of our life time. 

~ ~ 
7. I~ deeply impressed by the su~cess you have had in the past. 

I\ 

But I am also aware of how. much remains to be done. India's new Five-Year 

Development Plan has effectively laid out an impressive agenda.~a~ion 
1\. 

and recession in the developed countries and the continuing deterioration 

} 
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in the terms of trade pose ~ serious challeng~ to olicyma ers .. ~ " . 
To mobilize the resources o~weaJthier nations ~ ~~fficult. 8. 

(\ " ,.. 
And there seems to be some disappointment in those countries over develop-

ment assistance, on the grounds that ~~~~~~-tt~~~~~~-&ee the p~sitive 
lv-A::r 

results of the development effort 
~ 

My visits to India and other cou 
" 

have confirmed my view that the results are here to be seen. Economic 

development is working. I am sure if the governments and legislatures of 

the rich countries could see what I have seen in the past 12 years in Asia, 

in Africa, in the Middle East, in ~tin America, they would lose their feelings 

of disillusionment about aid for development. They would realize,-as I 

do, that they can take pride in being associated with the efforts of the 

developing countries to develop themselves. This is a message I intend to 

take back to America and Europe. 
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ba~round 

nolE---- India 
def=X]rtrnent of state * may l978 

PEOPLE b t( ?> \Jb 
Although India occ::es\ on/y 2.4 

percent of the world's land area:Tt 
supports 14 percent of the world's 

o ulation. Only the People's Repub
lic of China has a larger population. 

Two major ethnic strains predomi
nate in India, the A an in the north 
and the D 'dia in the south, al
though the lines between them are 
blurred. An aboriginal, tribal popula
tion lives largely in the central forests 
and mountains; some Mongoloid 

PROFILE 

People 

POPULATION: 629 million (1977 est.); 
urban 20%. ANNUAL GROWIH RATE: 
2.01%. DENSITY: 495 per sq. mi. (191 per 
sq. km.). ETHNIC GROUPS: 72% Indo
Aryan, 25% Dravidian, 3% ~' 
~ers. RELIGIONS: •M% Hindu, .!Q.L 
Muslim, 2.6% Christian, Sikh, Jam, Bud
dhist, Parsi. LANGUAGES: Hindi, English, 
14 official languages. YEARS OF COMPUL
SORY EDUC.: 9 yrs. 1!_TERACY· 34%. 
INF T M 74 est. : er 
1 000 (US: 19/1,000). LIFE EXPECT-

NCY: 51 yrs. 

Geography 

AREA: 1,211 000 s mi. (3,136,4 75 sq. 
km.); about twice the size of Alaska. CAPI
TAL: New Delhi/Delhi (pop. 3.6 million). 
OTHER CITIES: Calcutta (7 million), Bom
bay (6 million), Madras (3.2 million). 

Government 

TYPE: Federal 
ENCE: Au 
STITUTION: January 26, 1950. 

BRANCHES: Executive-President 

OFFICIAL NAME: Republic of India 

peoples live in the far northern moun
tain regions. 

Although 84 ercent of the people 
are Hindu, India is also the home of 
more than 60 million Muslims, the 
third largest Muslim group in any one 
country (after Indonesia and Bangla
desh). Adherents to other religions 
include Christians, Sikhs, J ains, Bud
dhists, and Parsis. 

The caste system, which encom
passes the various "classes" of Indian 
society, is theoretically based on 
employment-related categories ranked 

(Chief of State), Prime Minister (Head of 
Government), Council of Ministers 
(Cabinet). Legislative-bicameral Parliament 
(Council of States, House of the People). 
Judicial-Supreme Court. 

POLITICAL PARTIES: Janata Party, 
Congress Party, Congress Party-1, Com
munist parties. 

SUFFRAGE: Universal over 21. 
POLITICAL SUBDIVISIONS: 22 States, 

9 Union Territories. .-___ 
DEFENSE EXPENDITURES: 3.1% of 

GNP (1977 est.). 
FLAG: Saffron, white, and green hori

zontal bands with a blue spoked wheel in 
the center. Saffron symbolizes courage and 
sacrifice; white, peace and truth; green, faith 
and chivalry; and the spoked wheel, India's 
ancient culture. 

Economy 

GNP: $87.8 billion. REAL GROWlll 
RATE: 1.6%. PER CAPITA GNP: $143. 
REAL PER CAPITA GNP GROWTH 
RATE: -0.4%. (All figures for 1976-77.) 

AGRICULTURE: Labor 74%. Land 
54%. Products-rice, wheat, pulses, oilseeds, 
cotton, tea. 

INDUSTRY: Products-textiles, jute, 

Indian Ocean 

processed food, steel, machinery, transport 
equipment, cement. 

NATURAL RESOURCES: Iron ore, 
coal, manganese, mica, bauxite, limestone. 

TRADE ( 1976-77): Exports-$6.05 
billion: engineering goods, cotton apparel 
and fabrics, handicrafts, tea, iron and steel. 
/mports-$5.97 billion: petroleum, 
foodgrains, nonelectrical machinery, 
fertilizer. Major partners-US, Japan, UK, 
USSR, Iran, FRG. 

OFFICIAL EXCHANGE RATE: 8.50 
rupees=US$1 (1977-78). 

ECONOMIC AID (1947-1977): Total
$28.4 billion: multinational lending agen
cies, OECD, Communist, and OPEC coun
tries. US only-$10.8 billion, of which AID 
$3.8 billion, PL 480 $6.2 billion, Exim 
Bank loans $5.39 million, wheat loan $244 
million. 

MEMBERSHIP IN INTERNATIONAL 
ORGANIZATIONS: UN, nonaligned 
movement, the Commonwealth, Colombo 
Plan, Asian Development Bank (ADB), 
International Atomic Energy Agency 
(IAEA), International Monetary Fund 
(IMF), International Bank for 
Reconstruction and Development (IBRD), 
INTELSAT. 
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• on a theocratically defined hierarchy. 
Discrimination against castes on the 
lower end of the ritual hierarchy is 
outlawed by the Constitution. 

India . has 14 official languages; a 
dozen of these are spoken by more 
than 10 million people. ~ and its 
dialects are spoken by: 3 8 percent of 
the population. English continues to 
be widely used in government, busi
ness, and education. 

HISTORY 

The people of India have had a 
~ out 

2500 B.C., when the inhabitants of the 
Indus River Valley developed an urban 
culture based on commerce, trade, and 
to a lesser degree, agriculture. This 
civilizatio declined about 1500 B.C., 
and e -· · ating · ce al 
As· arts of its culture as 

y sprea out Q er the South Asian 
suhcontinent. 

During the next few centuries India 
flourished under several successive 
empires. The Arabs expanded into 
western India in the sevent1i and 
eighth tuties A.D., bringing with 
them the Islamic faith and beginning a 
period during which the two 
systems-the prevailing Hindu and the 
Muslim -mingled, leaving lasting 
cultural influences on each other. In 
the period before the arrival of the 
:British the Mogul Empire (a Muslim 
d~st:y-) contralle · tually: the entire 
ubcontinent. 

The first British outpost in South 
Asia was established 6f9 at Surat 
on the northwestern coast of India. 
Later in that century permanent trad
ing stations were opened by the East 
India Company at Madras, Bombay, 
and Calcutta, each under the protec
tion of native rulers. The British grad
ually expanded their influence from 
these footholds, until by the 1850's 
they controlled almost the entire area 
that was later to become the independ
ent countries of India, Pakistan, and 
Bangladesh. A widespread mutiny in 
1857 led the British Government to 
remove the last vestiges of political 
power from the East India Company. 
From then until independence in 194 7 
the United Kingdom administered most 
of India directly and controlled the rest 
through treaties with local rulers. 

Arabian 

Sea 

CCADIVE . 
LANDS . ,· 
(Indio) 

India 
-- International boundary 

® National capital 
- - Railroad 
-- Road 

+ International airport 

Bay of 

Bengal 

NAMia A ND 80UNDAftY ft1EPRE.a£NTATION 

Aftll NOT NI.CI:aaARILY AUTHORIT ATIVE 90 

.B 

J ANDAMAN 
: ISLANDS 

Port • ' (W*) 

NICDBAR 
o ISLANDS 

<';"''") 
• qo 

''a 

NOTE: New Delhi is about 8,000 miles (12,800 km.) by air from Washington, D.C. 

Mahatma Gandlij was the Indian 
leader who, be~nnimr jn 1 92.Q, trans
formed the Indian National Congress 
into a mass movement and used it to 
mount a popular campaign against 
British colonial rule. The Congress 
used both parliamentary and extra
parliamentary means-nonviolent 
resistance and noncooperation-as it 
sought its goal. 

Independence was finally attained 
on August 15, 194 7, and India became 
a dominion within the Commonwealth 
of Nations with Jawaharlal Nehru as 
Prime Minister. Longstanding frictions 
between the Hindus and Muslims 
caused the British to create two coun
tries out of British India: (1) India and 
(2) Pakistan as the homeland for the 
Muslims (see map and the Background 
Notes on Pakistan, pub. 7748). India's 
Constitution was promulgated on 
January 26, 1950, when the country 

became a republic within the 
Commonwealth. 

GEOGRAPHY 

India, located midway between 
Africa and Australia, dominates the 
South Asian subcontinent geographic
ally. It is bounded by Bangladesh, 
Burma, Pakistan, the People's 
Republic of China, Nepal, and Bhutan. 

India's tbree major topographical 
areas are: ( 1) the sparsely populated --Himalaya Mountains which extend 
along j the whole of the northern 
border; (2) the heavily populated 
Qangetic Plain, a well-watered and 
fertile area in the north; and (3) the 
eeninsula including the Deccan Pla
teau, which is generally of moderate 
elevation. 

The climate varies from tropical in 
the south to temperate in the north, 



with three well-defined seasons 
throughout most of the area: the cool 
season from November to March; a 
dry, hot season from March to June; 
and a hot, rainy season during the 
remainder of the year. In addition, 
much of southeastern India is subject 
to a second rainy period during the 
cool season. Precipitation ranges from 
more than 400 inches (1,000 em.) 
annually in the northeast (Assam Hills) 
to less than 5 inches (12 em.) in the 
northwest (Rajasthan Desert). 

GOVERNMENT 

According to its Constitution, India 
is a "sovereign socialist secular demo
cratic republic." Like the United 
States, India has a federal form of 
government. However, the central 
government in India has greater 
powers in relation to its States, and 
government is patterned after the 
British parliamentary system rather 
than after the American legislative 
system. 

The government exercises its broad 
administrative powers in the name of 
the President of India, whose duties 
are largely ceremonial. Both he and 
the Vice President are elected indirect
ly for 5-year terms by a special elec
toral college. 

The real locus of national executive 
power is the Council of Ministers 
(Cabinet), led by the Prime Minister. 
The President appoints the Prime Min
ister, who is designated by legislators 
of the political party' or coalition of 
parties, commanding a parliamentary 
majority. He then appoints sub
ordinate ministers on the advice of the 
Prime Minister. 

India's bicameral Parliament con
sists of the Council of States (upper 
house) and House of the People (lower 
house). The Council of Ministers is 
responsible to the lower house of 
Parliament. 

The legislatures of the States and 
Union Territories elect 232 Members 
to the Council of States, and the 
President appoints another 12. They 
serve 6-year terms, with one-third re
tiring every 2 years. The House of the 
People consists of 544 Members, 542 of 
whom are. directly elected to 5-year 
terms. The remainder are appointed. 

India's independent judicial system 

had its beginnings under the British, 
and its concepts and procedures resem
ble those of Anglo-Saxon countries. 
The Supreme Court consists of a Chief 
Justice and 13 other Justices, all ap
pointed by the President. 

India has 22 States and 9 Union 
Territories. At the State level some of 
the legislatures are bicameral, pat
terned after the two houses of the 
national Parliament. The States' Chief 
Ministers are responsible to the legis
latures in the same way the Prime 
Minister is responsible to Parliament. 

Each State also has a Governor, 
appointed by the President, who has 

. ceremonial powers in normal times but 
who assumes certain broad powers 
during any period of breakdown of 
State parliamentary government. The 
central government exerts greater con
trol over the Union Territories than 
over the States, although some ter
ritories have gained more power to 
administer their own affairs. 

Local governments in India have 
somewhat less autonomy than their 
counterparts in the United 
States. India is experimenting with 
Panchayati Raj, which seeks to revital
ize the traditional village councils and 
to introduce "grassroots democracy" 
at the village level, where 80 percent 
of the people live. 

Principal Government Officials 

President-N. Sanjiva Reddy 
Vice President-B. D. Jatti 

Council of Ministers 

Prime Minister; Minister of Atomic 
Energy, Electronics, Planning, 
Science and Technology, Shipping 
and Transport, Space-Morarji 
Desai 

Agriculture and Irrigation-Surjit 
Singh Barnala 

Commerce, Civil Supplies, and Co-
operation-Mahan Dharia 

Communications-Brijlal Verma 
Defense-J agjivan Ram 
Education, Social Welfare, and 

Culture-Pratap Chandra Chunder 
Energy-P. Ramachandran 
External Affairs-A tal Bihari Vajpayee 
Finance-H. M. Patel 
Health and Family Welfare-Raj 

Narain 
Home Affairs-Charan Singh 
Industries-George Fernandes 

TRAVEL NOTES 

Qimate and Qothing-Summer cloth
ing is suitable year round in the south. 
In the north, lightweight woolens are 
necessary from mid-Dec. to mid-Mar. 

Customs and Currency-Travelers other 
than tourists and tourists traveling 
overland must have a valid visa for the 
duration of their stay. Tourists arriving 
at Indian international airpol"ts without 
a visa may obtain a 30-day "landing 
permit" on arrival, if they have not 
traveled to India within the preceding 
6 months. The landing permit may be 
used for two additional trips to neigh
boring countries, except Pakistan, dur
ing its validity. It cannot be extended. 

All travelers must have a current 
international health certificate showing 
smallpox and cholera inoculations. 
Health requirements change. Check 
latest information. -

Foreign currency (including trav
elers checks) over $1,000 must be 
declared to customs on arrival, but it is 
not otherwise restricted. Indian rupees 
may not be imported in any amount. 

Health-Tap water is unsafe through
out India. In hotels and restaurants, 
drink only carbonated water and avoid 
ice cubes. Typhoid, tetanus, and 
diphtheria shots are recommended. 

Telecommunications-Telephone serv
ice within India and to international 
points is fair. Telegraph service tends 
to be unreliable. India is 10 standard 
time zones (10 hours) ahead of Wash., 
D.C. 

Transportation-Many international 
carriers provide setvice to New Delhi, 
Bombay, Calcutta, and Madras. Indian 
Airlines has daily flights to all major 
Indian cities. An extensive railway 
system provides comfortable service 
between most major cities. The 
900-mile (1,450 km.) trip from Delhi 
to Calcutta or Bombay takes about 24 
hours. The 1,535-mile (2,470 km.) trip 
from Delhi to Madras takes 40 hours. 
It is possible to travel almost every
wtere by road; however, outside urban 
areas the roads are narrow. Local trans
portation includes buses, taxis, three
wheeled scooters, cycle rickshaws, 
horsedrawn tongas, and bicycles. Buses 
are overcrowded and service is irregu
lar. Taxis are plentiful. 
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Information and Broadcasting-L. K. 
Advani 
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READING LIST 

These titles are provided as a gen
eral indication of the material 
published on this country. The Depart
ment of States does not endorse un
official publications. 

American University. Area Hand
book for India. Washington, 
D.C.: U.S. Government Printing 
Office, 1975. 

Barnds, William J. India, Pakistan, 
and the Great Powers. New 
York: Praeger, 1972. 

Basham, A. L. The Wonder That 
Was India. New York: Grove 
Press, 1959. 

Hardgrave, Robert L., Jr. India: 
Government and Politics in a 
Developing Nation. 2d ed., New 
York: Harcourt Brace J ovano
vich, 1975. 

Mellor, John W. The New Eco
nomics of Growth: A Strategy 
for India and the Developing 
World. Ithaca, New York: 
Cornell University Press, 1976. 

Neale, Walter C. and John Adams. 
India, The Search for Unity, 
Democracy and Progress. 2d ed., 
New York: Van Nostrand 
Reinhold, 1976. 

Nehru, J awaharlal. The Discovery 
of India. Edited by Robert I. 
Crane. Garden City, New York: 
Doubleday, 1960. 

Rudolph, Lloyd I. and Susanne H. 
The Modernity of Tradition: 
Political Development in 1ndia. 
Chicago: University of Chicago 
Press, 196 7. 
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Village. Berkeley: University of 
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Labor and Parliamentary Affairs
Ravindra Varma 

Law Justice, and Company Affairs
Shanti Bhushan 

Petroleum, Chemicals, and Fertilizer-
H.N. Bahuguna 

Railways-Madhu Dandavate 
Steel and Mines-Biju Patnaik 
Supply and Rehabilitation; Works and 

Housing-Sikandar Bakht 
Tourism and Civil Aviation

Purushottam Kaushik · 

Ambassador to the U.S.-N. A. 
Palkhivala 

Ambassador to the U.N.-Rikhi Jaipal 

India maintains an Embassy in the 
U.S. at 2107 Massachusetts Ave. NW., 
Washington, D.C. 20008 (tel. 
202-966-9550), and Consulates Gen
eral at New York, Chicago, and San 
Francisco. 

POLITICAL CONDITIONS 

India's non-Communist opposition 
parties in late 1974 offered support to 
an anticorruption drive against the 
ruling Congress Party. Following Prime 
Minister Indira Gandhi's convic
ti2!!._ on minor violations of the elec
tion law in early June 1975, these 
parties called for her resignation and 
announced a national campaign to 
achieve this end. On l.une 26, 1975, 
the government declared a tate of 
national emergency' and a number 0 

the oppos1t1on! eaders were arrested 
under the authority of the Main
tenance of Internal Security Act. 
India's Parliament ratified the emer
gency, and elections scheduled for 
March 1976 were postponed. 

During the emergency, thousands 
of Mrs. Gandhi's political opponents 
were imprisoned, and government 
restrictions on the press, courts, and 
trade unions were imposed. Wide
spread resentment of these measures 
was further increased by a forced 
sterilization program in a number of 
north India States and the increasingly 
intrusive role played in the nation's 
political and economic life by Mrs. 
Gandhi's son, Sanjay. 

In an effort to seek a broader 
foundation of legitimacy, Mrs. Gandhi 
called for national elections to be held 
in March 1277. In a major upset, the 
coalition Janata (People's) Party was 
elected by an overwhelming margin, 
capturing 331 of the 542 seats in the 
lower house. The 30-year rule of the 
Congress Party ended when that party 
gained only 153 seats. Mrs. Gandhi 
lost her own seat. 

The Janata Party leader, Morarji 
Desai, who was 81, was sworn in as 
Prime Minister on March 24, 1977. 
The new J anata government's atten
tion focused on dismantling the struc
tures of the emergency, including the 

release of political prisoners, lifting 
restrictions on the press and courts, 
and reaffirming India's commitment to 
democracy and human rights. 

Political Parties 

India's new ruling party, the Janata, 
actually represents a coalition of five 
non-Communist opposition ' parties 
which allied in January 1977 to 
oppose the emergency rule of Mrs. 
Gandhi and her Congress government. 
Following their March victory, these 
five parties formally merged into the 
Janata Party on May I, 1977. The five 
parties were: 

Congress (Opposition), a splinter 
party formed in 1969 with the defec
tion from the Congress Party of 
Sanjiva Reddy (now India's President), 
Morarji Desai (now its Prime Minister), 
and several other prominent Congress 
politicians; 

The lana Sangh, a north India
based party which espouses a Hindu
oriented nationalist political philoso
phy; 

The Bharatiya Lok Dal (BLD }, a 
coalition of splinter political groups 
reflecting a variety of interests, includ
ing populist, Socialist, and business; 

The Socialist Party, which is com
mitted to democratic socialism and 
drew its chief support from in tellec
tuals disillusioned with the Congress 
Party; and 

The Congress for Democracy 
(CFD ), a group of Members of Parlia
ment who were dissatisfied with Mrs. 
Gandhi and bolted from the Congress 
Party in the last days before the March 
1977 election. 

For the second time in less than 10 
years India has two ~o~gress Parties. 
Both advocate secularism and a loosely 
defined democratic socialism. One 
group, known as the on ess-1 for 
"Indira"), is led by former Pr1me 

miSter Indira Gandhi. The second 
group, known simply as the Congress 
Party, has stressed its preference for 
collective leadership. The two parties 
are nearly equal in terms of parlia
mentary representation and are cur
rently vying for recognition as the 
second largest national political party. 

There are thr Ollllll~1oo1.1oo.,wa~o~~ 
in India. The Communist Party of 



India (CPI), which is pro-Soviet; the 
Communist Party of India/Marxist 
(CPI/M), which broke with the CPI in 
1964 and is nonaligned; and the Com
munist Party of India/Marxist-Leninist 
(CPI/M-L), which is pro-Chinese. 

The first two parties participate in 
the parliamentary process and cur
rently hold or share power in the 
States of West Bengal, Kerala, and 
Tripura. The third party, whose sup
porters are sometimes called Naxalites, 
advocates violent revolution and has 
occasionally fomented urban terrorism 
in Calcutta. 

India's political parties reflect 
regional differences based on religion, 
language, and ethnic group. Most 
prominent are the DMK and AIADMK 
parties of the State of Tamil Nadu in 
south India. These parties, which have 
controlled the local government in 
Tamil N adu and hold 20 seats in the 
national Parliament, have in the past 
opposed attempts to make Hindi the 
national language of India. 

ECONOMY 

Domestically, India has made con
siderable economic progress since 
independence. A relatively sophisti
cated industrial base and a large pool 
of skilled manpower has been created. 
Nevertheless, agriculture, which is 
influenced significantly by the mon
soons and upon which 74 percent of 
the population depend, remains the 
crucial sector (over 40 percent of gross 
national product). 

India's economy, the 13th largest in 
the world, has been growing relatively 
slowly (an average of 3 percent an
nually). The population estimated at 
629 million in 977, has been in
creasing in recent years at around 2 
percent per year. Consequently, on y 
modest gains in per capita GNP have 
been achieved. 

Agricultural production has been 
increasing at the average annual rate of 
2.6 percent. There was a surge in 
production in the late 1960's and early 
1970's because of the "green revolu
tion" in wheat. A record foodgrain 
harvest of 121 million metric tons 
occurred in 1975-76, and foodgrain 
production of an almost similar magni
tude is expected during the 1977-78 
crop year. The government has placed 

high priority on increasing irrigated 
land, and nearly 30 percent of total 
cropped area receives some irrigation 
water. 

Cotton and jute textile production 
continues to be the most important 
industrial sector, but public-sector 
firms in steel, heavy industry, and 
chemicals have come into prominence 
since 1960. India now manufactures a 
variety of finished products for both 
domestic use and export. Mine 1 r -
..sources coal_, iron ore, bauxite, and 
manganese) are substantial but hav e 
been only partially exploited. Despite 
industrial development, unemploy
ment and underemployment problems 
continue to worsen. 

Foreign Trade and Assistance 

India's foreign trade in 1976-77 
totaled $ 12 billion and was essentially 
in balance. A similar picture is ex
pected for 1977-78. While petroleum 
import costs have grown substantially 
since 197 4, due largely to OPEC 
(Organization of Petroleum Exporting 
Countries) price rises, foodgrain im
ports have been negligible in 1977-78. 
Exports have increased notably in 
recent years, with engineering goods 
now as the leading category. 

Although the U.S. share in India's 
trade has declined recently, the United 
States still remains India's largest 
trading partner. In 1977 total bilateral 
trade was $1.56 billion and was in 
balance. 

FOREIGN BUSINESS 
INFORMATION 

For information on foreign eco
nomic trends, commercial develop
ment, production, trade regulations, 
and tanff rates, contact the Bureau of 
International Commerce, U.S. Depart
ment of Commerce, Washington, D.C. 
20230. This information is also avail
able from any of the Department of 
Commerce district offices located 
throughout the United States. 

Total foreign assistance authorized 
since 1947 has amounted to over $28 
billion. The most important donor in 
recent years has been the International 
Development Agency of the World 
Bank Group. The United States has 
provided to India over $10 billion in 
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aid of various kinds, much of it in the 
1960's. A U.S. aid development pro
gram was terminated in 19 71 but is 
being resumed with emphasis on 
agricultural/rural development. Export 
earnings, substantial foreign aid flows, 
and remittances from Indians abroad 
have resulted in record foreign
exchange reserves of $5.4 billion by 
January 1978. 

FOREIGN RELATIONS 

Since independence, India has 
played an important role in world 
affairs. It has been active in the United 
Nations as a leader of Third World 
countries and has made important 
contributions to U.N. peacekeeping 
operations in Korea, the Gaza Strip, 
the Congo, and Cyprus. In addition, 
India served as chairman of the inter
national control commissions that 
were established in Laos, Vietnam, and 
Cambodia under the 1954 and 1962 
Geneva agreements. 

India's role in world affairs has 
derived from its size and population, 
the prestige and influence attained as a 
result of its successful independence 
struggle, and the personal influence of 
Jawaharlal Nehru, a chief architect of 
"nonalignment." More recently, 
India's broadening industrial base and 
growing scientific and technical 
capacity have added to its prominence 
in international affairs. India continues 
to be a leader in the nonaligned 
movement and has an important voice 
in the North-South dialogue. 

Pakistan and Bangladesh 

India's relations with Pakistan have 
been troubled from the beginning by 
the centuries-old rivalries between the 
Hindus and Muslims of the sub
continent, a situation which led to the 
partition of British India in 1947. 
Until 1971 the most sensitive issue was 
the dispute over Kashmir, whose 
Hindu Maharaja chose to join India, 
although the majority of his subjects 
were Muslim. India has maintained 
that his accession and subsequent elec
tions in Kashmir have led to its becom
ing an integral part of India. Pakistan 
has asserted Kashmir's right of self
determination in accordance with an 
earlier Indian pledge and a U.N. resolu
tion. The dispute triggered open 
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• warfare between the two countries in 
1947-48 and in 1965. 

In December 1971 following the 
crisis in what was then East Pakistan 
and the · flight of millions of Bengali 
refugees to India, India and Pakistan 
again went to war. The brief conflict 
ended with the creation of Bangladesh 
in the east, which quickly established 
relations with India, and the Pakistani 
acceptance of an Indian cease-fire 
offer in the west. In July 1972 Indian 
Prime Minister Gandhi and Pakistani 
President Zulfikar Ali Bhutto met at 
Simla to begin a lengthy process of 
negotiations to resolve problems re
sulting from the war and to seek a 
more stable basis for long-term rela
tions. The two countries subsequently 
agreed to a repatriation of prisoners of 
war (with the concurrence of Bangla
desh in 1973), the reestablishment of 
mail, travel, and telecommunications 
links (1974), a resumption of shipping 
(1975), the restoration of diplomatic 
relations and civil air links ( 1976), and 
the exchange of sports teams and · 
cultural delegations (1978). The visit 
to Pakistan of India's Foreign Minister 
in February 1978 was considered help
ful by both countries. 

Mean while, the overthrow of 
Sheikh Mujibur Rahman in Bangladesh 
in 197 5 led to a period of tension 
between that country and India, 
whose leaders had enjoyed warm rela
tions with him. The passage of time 
and conclusion of an agreement in 
1977 to share the water of the Ganges 
River have helped to improve relations 
between India and Bangladesh. 

People's Republic of China 

After independence, India initially 
sought to maintain friendly relations 
with the P.R.C. However, competition 
and tension between the world's two 
most populous states developed 
toward the end of the 195O's and 

ultimately led to military conflict in 
October 1962. 

After a month's fighting, in which 
the Chinese forces made deep penetra

. tions into Indian territory, the Chinese 
proclaimed a cease-fire and generally 
withdrew to positions held prior to the 
outbreak of hostilities. Some areas of 
the border remain disputed. Between 
1962 and early 1976, relations re
mained cool and at the level of charg6 
d'affaires. The P.R.C. has developed a 
close relationship with Pakistan, to 
whom it has given military assistance 
and diplomatic support. Sino-Indian 
relations were also strained by the 
Indo-Pakistan war of 19 71. 

In 1976 India and China exchanged 
ambassadors after a 15-year interval. 
The following year the two countries 
reopened trade and shipping links; 
they also began exchanging delegations 
in the fields of agriculture and 
medicine. A quasi-official Chinese 
delegation visiting India in March 1978 
invited India's Foreign Minister to visit 
China. 

Soviet Union 

Since independence, India and the 
Soviet Union have built a relationship 
based on a general coincidence of 
views-on international political prob
lems, their mutual proximity to the 
P.R.C., Soviet support for India's posi
tion in the Kashmir dispute, and 
Soviet economic and military assist
ance. In August 1971 the two coun
tries signed a 20-year Treaty of Peace, 
Friendship, and Cooperation which 
India viewed as an important support 
for her position in the Bangladesh 
crisis of that year. 

After visiting the Soviet Union in 
October 1977, Prime Minister Desai 
characterized Indo-Soviet relations as 
"a model for any two countries to 
emulate." He alluded to his earlier
stated intention to pursue a policy of 
"genuine" nonalignment by adding 

that close Indo-Soviet ties did not 
inhibit either party from developing 
ties with third countries. 

U.S.-INDIA RELATIONS 

Indo-U.S. relations were particu
larly strained in the 1971 Bangladesh 
cnslS. Since then, an Indo-U.S. 
dialogue has aimed at developing a 
new pattern of relations based on 
greater mutual understanding and 
reciprocal concern for each other's 
interests. 

The termination of the 1975 state 
of emergency in India and the restora
tion of full democratic freedoms were 
greeted with considerable public sup
port in the United States and helped 
set the stage for the development of a 
more cordial and closer relationship 
between the United States and India. 
An atmosphere for greater cooperation 
and better dialogue evolved, which was 
reflected in President Carter's January 
1978 visit to India. While differences 
remain, leaders in both countries 
express confidence that these can be 
managed amicably. 

Principal U.S. Officials 

Ambassador-Robert F. Goheen 
Deputy Chief of Mission-Archer K. 

Blood 
Minister for Public Affairs-Jay W. 

Gildner 
Counselor for Economic Affairs

Natale H. Bellocchi 
Counselor for Political Affairs

Howard B. Schaffer 
Counselor for Scientific Affairs

Thomas Vrebalovich 

Consuls General 

Bombay-William F. Courtney 
Calcutta-Raymond L. Perkins 
Madras-Charles W. McCaskill 

The U.S. Embassy in India is 
located at Shanti Path, Chanokyapuri 
21, New Delhi (tel. 690351). 
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Current Population Growth Rate: 

No. of Loans/Credits 
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Current Exchange Rate: 

66 
0.10 
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FY81-85 /b 

86 
0.13 

Average Lending Per Capita Per Annum: Current $ (const. FY80 Commitment $) 

IBRD/IDA 
IDA 

/a World Bank Atlas, 1979 

1.63 (2.08) 
1.22 (1.55) 

3.08 (2.69) 
2.56 (2.24) 

3.43 (2.80) 
2.70 (2.21) 

/b The FY 81 - 85 lending program proposed in this CPP compares with the 
program for the same period approved at the last Bank-wide lending program 
review (May, 1980) as follows: 

No. of Loans and Credits 
Current $ million 
Constant FY80 commitment $ 
Per capita per annum 
(const. FY80 commitment $) 

FY81-85 Lending Program 
Approved Proposed 

84 
10,580.0 
8,693.8 

2.70 

86 
11,040.0 
9,022.9 

2.80 

Percentage Change 
Proposed/Approved 

+ 2.4% 
+ 4.3% 
+ 3.8% 
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1. The most recent Country Program Paper for India, dated January 11, 
1979, was reviewed. by Management on January 31, 1979. A report entitled 
"Economic Situation and Prospects of India" (No. 2933-IN), dated Hay 1, 19,80, 
was distributed to the Eiecutive Directors on May 4, · 1980. 

RECENT POLITICAL DEVELOPMENTS . 

· 2. al elections were held in India on January 3 and 6, 1980·. 
The elections capped a year of intense political act~v~ty, which engendered 
a climate of uncer~ainty and' in some areas, serious problems of . control.. 
TheJanata .Government headed by Morarji Desai had attempted to bring under 
one roof the entire spectrum of opposition to the Congress Government of 
~rs. Gandhi. As soon as it appeared that Mr~. Gandhi no longer posed~ threat, 
fo llow·ing her expulsion frOT!l the Lok Sabha in. December 19 73, the common thread 
~vhich had held together the socialis.t, populist, old-line Congress, ·conserva
tive, and Hindu nationalist elements in Janata unrav·elled. Failure . to deal 
with ~onditions which confront an which would govern India--communal 
violence and recalcitrant ~ governme --revea e e weaKness of the 
J anata coalition. In June 19?9, the Government fell, a victim of the incompat
ible personal ambitions and stubborness of its leaders, notably Desai, Jagjivan 
Ram and Charan Singh. 

3. In this situation, Mrs. Gandhi emerged ~s the effective power broker, 
offering and then withdrawing her support to various factions, ~vhich led 
ultimately to the dissolution of Parliament in August 1979. As none of the 
leaders -;vho had once campaigned . so vociferously against Mrs. Gandhi rejected 
out of hand the pro~pect of a coaliti6n with her ~arty (the Congress (Ij), 
Hrs. Gandhi's credibility was tremerid.ousl_y enhanced and . that of her 
opponents considerably diminished. Wtiile economic· factors did not play a 
major role in the dissolution of the Janata Government, a poo.r monsoon and 
consequent decline in agricultural output, the emergence of severe shortages 
of key inputs ~nd infrastruct.ure, · and a highly publicized reSurg_ence of · . 
inflation undoub~edly cotitrib~t~d to widespread dissatisfaction with .both the 
Janata Government and the caretaker Lok D.al G.overrurient headed . by Char an Singh. 

4. By January, ~r...s. Gandhi's elector a~ had been widely fore-
. cast, but the extent of her party s majoritY'; of 542 Lok Sabha sea , 
had not. 1/ The. eep was vir~ually across the board, .ex-cepting only Jammu 
a~d Kashmir with its usual regional allegiance, and West Bengal and Kerala 
which gave pluralities to the Coimnunist. Party (Marxist). The Congress (I)'s 

· OEortion of. the popular vote, 42.6%, was c.onsid~ra~ly less overw e m~·ng; 
· -but even this far exceeded the cembined.·. total of. the Janata and Lok Dal 
· parties.. As. in the 1971 election, the basis of Mrs • . Gandhi' S · a12peal lay With 

t; This maj-or.ity numbered only four seats fewer than the · Congres·s party had 
held before the dissolution of Parli~ent in 1977. 

: This o~ument has a -restri,ted distribution and .may be used ·by rccip.ients .. only in th~ performance . 
of their offi,ial outics. Its ~o~tcnt!· m~y not otherwise be d~losed without World Bank aut~orization. 
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S. The Government put together by Mrs. Gandhi thus far belies her 
parliamentary strength. Although a few ministers are veteran politicians 
and/or civil servants--notably R. Venkataraman, the Finance Minister, and 
K. Tripathi in charge of Railways-- ·rd of the Cabinet have had pre-
vious experience in the Council of Ministers. Furthermore, many key port o ~os 

remain unf1 e {notaoly e ense) or ave been allocated to junior ministers 
(for example, Industry). Other portfolios were filled in apparent haste with 
individuals having little following, and still others by political associates 
of Sanjay Gandhi, such as Zail Singh, the Home Minister. Sanjay Gandhi was 
himself elected to a Lok Sabha seat along with a large group personally allied 
with him. His sudden and un xpected death a led to a dramatic return of the 
political uncert~inty that his emerging dominance had begun to dispel. 

6. Mrs. Gandhi's initial statements were conciliatory in tone; how-
ever, a con uin hiatus in im O~ t adm.nistrative matters, an atmosphere 
of intensive behind-the-scenes maneuvering, and a sequence of bureaucratic 
shake-ups with rumors of more to follow have not alleviated the atmosphere of 
uncertainty that has characterized India for the past year. In February, nine 
States were placed under President's Rule, leading to S t embl elections 
in May. With victory in eight of the nine States, control of the Rajya Sabha, 
the upper house of India's Parliament, which is elected indirectly through 
State legislatures, will also pass to the Congress (I). Several pressing 
matters were delayed pending this consolidation of legislative power. In 
particular, the 1980/81 budget was postponed until after the State elections, 
as was the expansion of the Cabinet. In early June, three new Ministers were 
appointed including N.D. Tiwari (former Chief Minister of U.P.) as Minister 
for Planning who will also function as Deputy Chairman of the Planning 
Commission. The Government has announced that the current~ft Plan will be 
sera ed and replaced bY. a new Plan for 1981-86, which is to be prepared hy 
December 1980. In terms of policies and priorities, the new Government has 
given some indication of its intentions in the mid-June budget. It has 
reaffirmed the importance of agriculture in the economy and of irrigation for 
agriculture, noting that the emphasis on agriculture pre-dated the Janata 
Government. With regard to industry, the emphasis on small-scale operations 
has been reduced, and the role of core industries--especially steel, coal, and 
mineral development--has been emphasized. The public sector, in general, 1s 
likely to receive greater attention, in terms of both investment and an 
increased emphasis on resource generation. However, basic continuity may be 
inferred from the transfer of the Secretaries of both Agriculture and Economic 
Affairs to the Planning Commission. 

7. While the Congress (I) Government is expected to take a strong 
hand in Center-State relations, there are divisive egional pressures emerging 
in India's northeastern region which constitute a severe test of this reso ve. 
The Government moved in A ril 1980 to declare the State of Assam a "disturbed 
area," which would permit the use of the armed forces to maintain public order. 
This follows months of protest over the so-called "foreigners" issue--that is, 
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the in-migration of non-Assamese (primarily Bengalis), a process which has been 
going on since Independence. Student and worker agitation has periodically 
closed down the etroleum faci · · at Naren i, through which are channeled 

I oil for distribution to refineries in Assam 
action is estimated to cost dia about 100 million ~e nkh 

rnational spot-market purchases of high-speed diesel, kerosene and other 

THE ECONOMIC SITUATION 

8. During 1979/80, the ate of the Indian economy. dete · at d, 
with a disappointing performance on the part of both the industrial and 
agricultural sectors. It is estimated that overall ut ut will be about 
3% below that of the 

y 

Agriculture 

9. The 1979 drought was caused by a delayed, deficient and erratic 
south-west monsoon during the kharif (summer) season. Total monsoon rainfall 
(June to September 1979) was deficient in 17 out of the country's 35 rainfall 
regions. This was added to earlier weather-related problems, including snow 
and hail storms that did considerable damage to crops in Himachal Pradesh in 
March 1979, a disastrous cyclone in Andhra Pradesh in May, and flash floods 
that caused havoc in western Rajasthan, in the Morvi area of Gujarat and in 
Tamil Nadu. As a consequence, the kharif foodgrain crop was almost 18% lower, 
at 65 million tons, than the roughly 79 million tons achieved in the 1978 
kharif. Given dry soil conditions, it was anticipated that the rabi crop also 
would be quite adversely affected. In the event, however, a shortfall of two 
million tons or less from the record 53 million tons of the previous year is 
now likely, compared with the five-million-ton shortfall forecast earlier in 
the season. This would bring total foodgrain production for 1979/80 to abou~ 
116 million tons as compared to the record 132 million tons of the previous 
y,ear. 

10. Much of the credit for improved rabi performance must go to the 
si nificant increases of re ent years in i gation otential and the ~u=s __ __ 
modern inputs. For example, fertilizer consump~ion during 1979/80 grew an 
estimatea 4%, which must be considered quite remarkable coming on top of an 
average annual increase of 22.5% between 19 and 1979. Similarly, irrigation 
potential, which grew by an average of 1.6 million hectares per annum during 
1974-78, has increased by an average of 2.5 million hectares per annum during 
the three years just completed. While the drought undoubtedly curtailed the 
utilization of some of this increase during 1979/80, there is no question that 
an accelerated investment program in agriculture improved the utilization of 
what rain there was and helped reduce output losses. 

11. The impact of the drought on the welfare of the population has 
been substantially mitigated by the large stocks of foodgrains which the 
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Government continues to hold and distribute. Despite a drawdown which was 
almost two million tons greater than in 1978, India's foodgrain stocks were 
marginally higher, at 17 million tons, at the end of 1979 than at the begin
ning of the year. By the end of June 1980, stocks are expected to be 17.5 
million tons, which ~s about 4 million less than a year a Given the esti-
mated demand and supply balance for 1980, foodgrain reserves should fall by no 
more than another one to two million tons before December 1980, when procure
ment from the 1980 kharif crop begins. This would still leave more than 
sufficient reserves for another year of equally bad or even worse weather. 
Normal weather in 1980 would imply the re2lenishment of reserves to a level 
~zain sufficient to cover distribution needs for two success~ve ~ears of 
drought. 

Infrastructure and Industry 

12. Concomitant with the impressive and continuing modernization of 
Indian agriculture has come a much greater degree of interdependence in the 
economy. During 1979/80, the demand for power to provide lift and groundwater 
irrigation grew sharply. This extra demand exacerbated an already tight 
situation in the power sector, which was already growing more slowly than 
expected, due in part to the impact of the drought on hydro-electric generation, 
which constitutes 42% of India's total generating capacity. Overall, ower 
generation is estimated to have increased o more than 2% during 1979/80, 
while demand rose sharply, growing by as much as 15-18%. While the year just 
ended was exceptional, persistent shortages have emerged during the 1970s as 
the growth of demand has far outpaced that of supply. On the supply side, 
both the expansion of installed capacity and the rate of its utilization 
slowed during the 1970s compared to performance through the late 1960s. 
During 1977/78, the most recent year for which data are available, the sources 
of capacity underutilization were primarily internal factors related to plant 
and system operation and management, although labor problems and coal shortages 
did account for approximately 30% of the shortfall. Power has received the 
highest priority in the investment program of GOI during both the Fifth and 
Draft Sixth Plans. During the three years ending in 1979/80, installed capa
city increased by more than 12% per annum (the largest physical increments ever 
attained), but lengthening lead times for stabilization have delayed the 
contribution of this increment to actual generation. As a result, thermal 
capacity utilization declined from 51.5% in 1977/78 to 45% in 1979/80. 

13. The widening gap between power supply and demand in 1979/80 resulted 
in a sharp increase in the demand for diesel to run pump-sets and captive power 
generators. While the supply of diesel grew by at least 16% during the year, 
demand was far from satisfied, due primarily to logistical problems. In a year 
of pervasive shortages, reat demands were la ork, 
which was required to move many imported bulk commodities, including diesel 
l tself, long distances. Such logistical problems considerably undermine the 
usefulness of international trade to alleviate short-term shortages, even when 
foreign exchange is abundant. Freight loadings on Indian Railways peaked at 
239 million tons in 1976/77, and then declined to less than 220 million tons in 
1979/80. Consequently, a much heavier burden was placed on the road transport 
system, itself a major consumer of diesel. The main factors contributing 
to this situation were: (i) shifts in the traffic pattern for key bulk 
commodities such as foodgrains, fertilizers, and cement; (ii) power and coal 



- 5 -

shortages; and (iii) declines in the efficiency and productivity of railway 
staff with serious labor agitation in the eastern region. 

14. Continuing shortfa reduction ~s the link 
that completes the chain of industrial stagnation in 1979/80. While <coal 
output did increase by an estimated 2.5%, this represents a level barely 5% 
above that achieved in 1 ~/. . Furthermore, the quality composition of ~al 
pro ~n India has deteriorated, with shifts toward lower grades of both 
coking and non-coking coal. Analysis of the causes of production losses in 
the past three years points to power shortages, accounting for roughly one
third of the shortfall, and labor unrest, including absenteeism and a general 
deterioration in law and order, as the other main problem. In addition, coal 
deliveries were disrupted by transport constraints. Other key intermediate 
inputs which were also in short supply in 1979/80 were cement and steel. 
Qntput of the latter is estimated to have actually declined b 1 a from 9 to 
8.1 million tons of saleable steel, in the past year. In the case of ~~~ 
demand growth continues to outpace the very slow wth of installed 
which has averaged ~ % er annu s~nc 1 This slow growth is a 
irect result of administered prices set at levels which discouraged invest-

ment. Recently price been allowed, and substantial new capacity 
should come on-stream by 1982. 

Inflation 

15. As might be expected ~n a year of pervasive shortages, 
creased sharply during 1979. By Januar 1980, wholesale r~iwc~e~s~~~~~~--~ 

he level of a year -~ er. Although price increases for products such as 
sugar, fruits and vegetables, crude petroleum, and mineral oils accounted for 
almost 50% of the increase, the 12% rise in all other commodities indicates 
that inflationary pressures were widespread throughout the economy. These 
pressures appear to be the resul~ of real, not monetary factors, as the 
economy adjusted to the shock of externally induc-ed increases in industrial 
prices superimposed on an upward swing in the cyclical pattern of agricultural 
prices. 1/ Under these conditions, price rises in the short run would likely 
have occurred no matter what course of demand management the Government 
had followed. During the current year the emphasis continues to be on main
ta~n~ng adequate supplies of basic commodities, such as sugar, edible oils, 
cement, steel and fibers, through liberal imports as necessary. Recently, the 
rate of wholesale price increase has moderated somewhat with the annual growth 
rate now around 15%. While continued international pressures and associated 
adjustments in dome stic energy prices that will be required preclude a return 
to the unusual price stability that India enjoyed in the late 1970s, a polit
ically stable environment and the high priority attached to reducing inflation 
should result in a continuing improvement. 

16. Demand management, as embodied in the 1980/81 budget, appears to 
support the supply-oriented policies by steering a middle course between too 
much expansion, which would further fuel inflation, as Government borrowing is 

1/ This is not to deny the importance of moderating the growth of the money 
supply as a useful concomitant of policies designed to increase the sup
ply of goods and services in the economy. 
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now the primary source of money supply growth, and excessive restriction, 
which would endanger the Government's investment program. As against an 
estimated deficit of Rs 27,000 million for 1979/80, the 1980/81 budget projects 
an uncovered deficit of only Rs 14,170 million. Increases in Plan expenditures 
have been held to 16.6%. Major increases in administered prices for etroleum 
products, ferti ·z s and tr ion rail an a~r' h~ oeen announced 
prior to the budget. While these increases were entirely appropriate in terms 
of adjusting relative prices in the economy and reducing the burgeoning 
budgetary burden of subsidies, they will have an obvious impact on the overall 
price level. Thus, the real increase in plan outlay proposed by the budget 
may be quite nominal. Numerous tax concessions were made in the budget which 
were anticipated to have minimal revenue impact. This may prove too optimistic, 
giving rise to a larger-than-projected deficit; nevertheless, the budget does 
appear to steer a middle course so that Government borrowing at least should 
not frustrate other efforts to hold down prices. 

Population and Poverty 

17. opulation growth rate declined fro 
1960s to present an ~s expected to continue falling to around 
1.6% by the latter hal of the 1980s. Despite the declining trend in the 
r te of population increase, a net reproduction rate of o e (replacement 
level) would be achieved only around the year 202Q. ~t chat time, it is 
projected that the population of India will have reached 1.2 billion ersons 
an increase of about 81% over the mid-1980 level of 663 million. Fami y 
planning has played an important role in achieving the fertility decline in the 
past decade, and the extent of a further decline will be greatly influenced 
by the continuation of a successful official family planning program. The 
family lanning performance data for 1978/79 and the first ten months of 
1979780 clearl indicate a come-back from the sharp decline observed in 
virtually all major contraceptive methods during 1977/78. Except for male 
sterilizations, the number of acceptors for all contraceptive methods sur
passed the 1974/75 levels in 1978/79. While the increase in the total 
acceptors of IUD and conventional contraceptives was modest, female steril
izations increased by about 40% between 1977/78 and 1978/79. Data for the 
first ten months of 1979/80 confirm a secular upward trend in overall per
formance. So far, policy makers have not made major attempts to accelerate 
the male sterilization program. Instead, they have opted for policies that 
would yield relatively modest but sustainable results with increased emphasis 
on non-terminal m thods. In the long run, success of the family lanning 
~rogram will depend on an increase in contraceptive demand and improvements 
in the efficienc of the existing ervice de ive ~ system. The organizational 
s~~ucture and service delivery capabilities have improved substantially over 
the years. Today, the program includes virtually all the components of a 
successful family planning program in use anywhere in the world and long 
experience in motivational campaigns. With further emphasis, the program 
could cope with a larger clientele within a relatively short period. On the 
demand side, progress will, to a large extent, depend on improvements ~n 

income, education, health (especiaLly materna and ch~Ia health), and employ
ment opportunities in rural India. 
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18. More than one-third of the world's poor live in India and .more 
of the Indian o ~g to rural households of landless ~ers 

11 farmers. In addition to marginal holdings of physical assets, the 
poor are ill-endowed with human resources, being disproportionately represented 
among the illiterate, the malnourished and those having otherwise poor health 
status. Improvements in the living standards of the poor will depend to ~ 
large extent on the overall growth of the economy, mainly on productivity 
increases in agriculture and non-farm rural employment, but also on the 
expansion of employment opportunities in urban areas. These developments 
will have to stem largely from market forces, although they can be greatly 
facilitated by appropriate Government policies and investment priorities. 
There is also a role for direct Government actions in faster implementation 
of land reform (though the scope for significant reduction in poverty through 
redistribution is quite limited in India), in increasing the supply of credit 
available to small farmers and rural artisans, and in broadening the provision 
of those services which enhance the human capital of the poor and improve 
living standards. Many of the latter are elements of the Minimum Needs 
Program, which has been an integral part of Indian planning for the past 
decade. Progress has been slow but steady in the expansion of primary educa
tion, the extension of rural health facilities and the provision of secure 
village water supplies. Recent innovations, including the community health 
volunteer program and the national adult literacy campaign, are encouraging 
evidence that wel - ;.ge ted :.e.la~ J. rograms can lead to enhanced 
prospects for India's 

Domestic Resource Mobilization 

19. India's s~ ins a~ormance continued to impro during 1978/79 
with the attainment of a gross savings ratio of 23.4%. Resource utilization 
increased even more markedly, reversing the s1tuation of the previous two years 
in which domestic capital formation had lagged behind domestic savings, 
implying a transfer of investible resources abroad. 

Table 1: INDIA: INVESTMENT AND SAVINGS RATIOS (%) 

Gross Domestic Savings 
Gr-oss Capital Formation 

1975/76 

21.1 
22.5 

1976/77 

23.6 
22.8 

1977/78 

22.6 
21.8 

Source: Central Statistical Organization as modified by Bank estimates. 

The composition of savings changed rather markedly during this period with 
the contribution of the public sector increasing from around 17% of the total 
in the early 1970s to between 22% and 24% in the three years between 1975 and 
1978. During 1978/79 public sector savings performance deteriorated, bringing 
its share down to little more than 19%. This decline was offset by a corres
ponding increase in the share of the household sector. In particular, house
hold savings in physical assets, which accounted for almost half of the total 
increment in savings between 1977 and 1979, was the primary factor in the 
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achievement of an · s rate of 34% between 1977/78 and 1978/79. 1/ 
It is quite unlikely that such high marginal rates can be maintained, so that 
the scope for further increases in the savings rate from the household sector 
is rather limited. However, considerable improvements are feasible in the 
generation of public savings, particularly tnrough ·mP.roved erformance of 
public sector enterprises, whose savings have sustained an average decline of 
12% ~r annum s~nce 1976/77 (in current price terms). Improvement in the 
savings performance of public administration departments could also contribute. 
Although receipts from indirect taxes have been sufficiently buoyant to exceed 
the growth of Government consumption expenditure; the slower growth of direct 
taxes and other Government income (6.6% p.a. between 1977 and 1979), combined 
with the rapid growth of subsidies and current transfers (45% p.a. during the 

, same period), led to a fall in the savings of public administration departments 
of 4% in nominal terms between 1976/77 and 1978/79. While the public sector 
share in savings is not out of line with its share in domestic product (18.4% 
and 19.4%, respectively, on a net basis), the public sector share in net domes
tic capital formation averaged close to 50% during the late 1970s. With 
stringent restrictions on domestic credit expansion as the main tool of 
anti-inflationary policy in India, and with tax and ·es which 
discourage the internal generation of rivaL co perate s~ ·ngs, the su 1 
of inves ~ble funds to private industry has been perhaps overly restricted 
during a period in which the growth of demand, combined with tfie relaxation 
of Government licensing and import policies, could have led to a considerably 
higher level of private corporate investment. Better public sector savings 
performance could directly relieve some of this "crowding out" effect without 
reducing the resources available for the high levels of public investments, 
particularly in infrastructure, that will be required in the coming years. 

Balance of Payments 

20. India's balance of payments for the past decade is summarized in 
Table 2. Analyzed in terms of reserve levels, lt is clear that the 1970s fall 
into three distinct periods. From the beginning of the decade through 1972/73, 
both imports and exports were approximately in balance, though at low levels 
relative to the size of the economy. While reserves were adequate, the situa
tion was comfortable only in the context of slow overall growth and consider
able artificial suppression of import demand. The next three years were ones 
of considerable stress on India's foreign account, with both food and POL 
imports increasing dramatically so that by 1975/76 these two items alone 
constituted 46% of India's imports (as compared to 15% in 1972/73). By the 
end of 1975/76 the situation had begun to turn around, assisted by rapidly 
growing current transfers from increased numbers of Indian migrants working 
in the Persian Gulf region and by a trebling of net aid disbursements. From 
1976/77 through 1978/79 India enjoyed a much more comfortable balance of 
payments situation. Foodgrain imports dropped to zero as Indian foodgrain 
production averaged 122.2 million tons during this period. The declining real 
price of petroleum through 1978/79 could have allowed India to reduce even 

1/ The Central Statistical Office recently changed the manner of calculating 
the value of own household labor in valuation of household physical 
assets; it is not known to what extent this change may have distorted 
the measurement of savings growth since 1976/77. 



Indicator 

Balanc• of Payments 

l::xpoC't: o·f goods and services 
- of which: me-rchandise (f.o.b) 

Imports of goode and services 
- ot which: metehandise (c.i.f.) 

Reaour:o~ :Jal.tnce 

Invastma."t incume (net) 
Cur-cent cr~nsf~rs (net.) 
Current acc:uunc: bal.~nc:e. 

Net aid diJburlllilllltnts 
- Groaa disbursements 
- Pt'iac:ipal r.:tpa.yment• 

tJse of IMF credit 
E~rrora and or.1iasi.ons 
Uncovered gap 
Change in reaervea ( • • increaae) 
Raserv• laval (end of year) 
Re:Jet"Ve as m1.mti\a tmports 

1'370/71 

2,221 • .5 
1,950.0 
2,457. 6 
2, ).78.9 

-· 236.1 -
-· 244.0 -

83.0 - 397.1 -
790.0 

1, 176.u 

- 386.0 -- 183.0 
- 270.0 -

60.1 
1,1)52.0 · 

(5.1) 
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~ 
INDIA - BAlANCE OF PAYMENTS 

(Million US$ at current pricas) 

~ 
1971/72 1972/73 1973/74 1974/75 

2,452.0 2, '386.0 3,622.0 4,752.1 
2,160.0 2,.558.0 3,239.0 4,173.5 
2, 734.0 2,694.0 4,ll5.'J 6,028.5 
2,451.0 2,423.0 2,793.0 5,66.5.5 

282.0 192.0 - 493.0 -1,276 . 4 

280.0 · - 284.0 - 2.59.0 -· 198.0 
112.0 96.0 158.0 257.0 
450.0 4,0 - 594.0 -1,217.4 

794.0 542.0 810.0 1,243.0 
1,196.0 966.0 1,32.3.0 1,7.58.0 

402.0 - 424.'J - 513.0 - 515.0 
75.0 522.0 

119.0 - 512.0 - 186.0 - 586.4 

. 22.5.0 34.0 -. 105.0 38.0 
1,277 .Cf' 1,311.0 1,416.0 1,378.0 

(.5. 6) (5. 8) (4.1) (2. 7) 

··--·---- -----
~ 

1975/76 1976/77 1977/78 1978/79 1979/dO 

5,497.1 6,773.1 7, 71.5.4 . 3,548.2 9,642.2 
4,672.1 5,7.53.1 6,315.4 6,976.2 7,800.0 
6,964.0 6,543.0 7,888.0 9 , 176.8 ll, 771.8 
6,449.0 5,928.0 7,188.0 8,488.0 11,000.0 

-1,466.9 2.30.1 - 172.6 -628.6 -2,129.6 

- 216.0 - 182.0 88.9 152.7 486.7 
471.0 695.0 1,076.S 1,130.4 1',186.9 

-l,2ll.9 743.1 81.5.1 654.5 -456.0 

1,792.0 1,395.0 983.0 993.0 1,219.4 
2,323.0 1,955.0 1,628.0 1,695.0 1, 906.4 - 531.0 - 560.0 - 645.0 -702.0 -687 .o 

242.0 - 337 .o - 330.0 -158.0 

- 28.0 - 226.1 607.9 44.5 -563.4 

- 794.1 -1,.575.0 -2,076.0 -1,534.0 -zoo. o 
2,172.1 3,747.0 5,823.0 7,357.0 7,557.0 

(3. 7) (6. 9) (8. 9) (9.6) (7 .7) 
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further the concentration of imports; however, petroleum and petroleum products 
maintained their share. This resulted primarily from the relatively sluggish 
growth of other imports, which increased by approximately US$2 billion while 
the growth in reserves was almost three times that amount. Nevertheless, the 
accessibility of imported inputs in many sectors of the Indian economy was 
considerably enhanced by the import liberaliz~~ forts of 1977 78, and the 
growth rate of imports other an petroleum in both 1977/78 and 1978/79 was 
impressive by Indian standards. 

21. A comparison of real growth rates for all imports and exports 
as well as terms of trade changes is indicated in Table 3. 

TABLE 3: ANNUAL GROWTH RATES/ a AND CHANGES IN TERMS OF TRADE 
(% per annum) 

Exports (fob) 
Imports ( ci f) 
Terms of Trade 

10.4 
-1.1 

8.7 

5.1 
10.7 

-19.0 

/a At constant 1978/79 prices 

5.6 
-11.7 
-30.7 

10.3 
1.8 

Sources: GOI - 1972/73-1977/78. Staff Estimates - 1978/79-1979/80. 

These data clearly delineate two periods during the past decade. Through 
1976/77 export volume growth averaged 10.7% per annum while import volume 
stagnated. Although India's net terms of trade deteriorated, this was not 
sufficient to prevent the growth of foreign exch.ange reserves to the equivalent 
of 6.9 months of imports by 1976/77. Subsequently, the position has been 
reversed: export volume has declined 2.1% per annum on average, while import 
volume has increased 13% per annum. The terms of trade recovered significant
ly in 1977/78 and held roughly constant the following year before deteriorating 
sharply again in 1979/80 on the strength of the estimated 76% increase in the 
price of petroleum imports. Foreign exchange reserves continued to accumulate, . 
peaking at approximately US$8.1 billion at the end of 1979. 1979/80 would 
appear to portend apother turning point in India's external position. Petro
leum imports have shot up to almost US$4 billion, or 37% of the total import 
bill, having .fluctuated between 20% and 25% since 1973/74. In spite of this 
development, the current account deficit has remained comfortable at approxi
mately US$450 million. Reserve growth has, of course, tapered off sharply 
with an addition to reserves of approximately US$200 million during 1979/80 as 
a whole. However, the recent trend is sharply downward, with reserve drawdowns 
approaching a monthly average of US$100 million so far during 1980. Although 
the import coverage of reserves is still almost eight months, which provides 
some cushion to help the Government in short-term supply management, the 
dynamics of India's foreign account have clearly changed. 
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EVALUATION OF COUNTRY STRATEGY AND DEVELOPMENT PROSPECTS 

Infrastructure and Industry 

22. The re-emergence of supply bottlenecks in the Indian economy raises 
several important issues of past and, necessarily, future development strategy. 
In each of the major problem sectors a o tran pQ tgt'on ad · on 
and steel (as well as in the agriculture-related sub-sectors of fertilizer and 
1rrigation), India has invested heavily during the past twenty years. During 
the 1970s, Indian planners appeared to operate on the assumption that investment 
programs in coal, transportation, and other key input industries could be cut 
back in favor of power, irrigation and, more recently, other agricultural 
infrastructure. This approach, which seemed to be a reaction to the undenied 
importance of agriculture and power in the Indian economy, may also have 
reflected some pessimism regarding both domestic and international demand for 
India's industrial output, as well as a view that further increases in infra
structural capacity were either less urgent than they had been previously or 
could be achieved through improvements in efficiency. Major investment an
ning was done too close to the margin, with the result that the short-run 
environment dominated the decision-making process to the detriment of longer
term objectives and priorities. This was particularly true with respect to 
India's energy conversion program. In the event, demand did not prove to be a 
constraint, as income growth and investment demand, particularly from the 
agricultural sector, provided more stimulus than could be managed, at least 1n 
the context of the political uncertainty and exogenous shocks (especially 
drought) which the economy suffered in 1979. 

23. Although in much discussion of Indian development the assumption 
has been that basic infrastructure and input industries are "in place," ~ 
detailed investigations of the power, coal, petroleum, transportation, cement ~ 
and fertilizer sectors have revealed significant gaps in capacity. Clearly, 
there are significant gains to be made from improvements in efficiency 
in each of these sectors as well, though in many cases these improvements 
themselves require sizeable investment outlays for modernization and expansion 
programs. In the rest of the industrial sector, there are several adjustments 
and transformations that must be undertaken in the next few years to accom
modate India's current circumstances. First of all, the industrial sector 
must adjust itself to higher energy prices, and this may entail a contraction 
in certain energy-intensive sub-sectors. To achieve a gradual adjustment, 
domestic energy prices must, on the one hand, continue to reflect the high 
cost of imported oil and, on the other, provide adequate incentives for the 
efficient expansion of coal and electricity production. Secondly, the antici-
pated dis uilibrium of the balanc o ayments (discussed below) tequi 
substantial effort in terms of expanding expor£s and impo -sub t'tu · 
indu tries. As a result of changing energy prices, new patterns of compara-
tive advantage may have emerged which India can best exploit if domestic energy 
prices from all sources reflect the changed situation and if access to new 
technologies, through imports as appropriate, is assured. In the context of 
serious infrastructural constraints, India can continue to gain from specializ-
ing in those export and import-substituting industries in which domestic 
resources are best used, and relying on imports of those products in which its 
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- relative production capac~t~es are less favorable and where the opportunity 
cost of using domestic resources in short supply (electricity, steel, cement 
and others) is highest. Finally, many industries require modernization of 
their capital stock and technology. Especially in view of high energy costs, 
investments for modernization of capacity can reduce the operating costs of 
existing plants and improve the economic efficiency with which resources are 
used. 

Agricultural Strategy and Prospects 

24. In agriculture, our preliminary analysis of the long-run implications 
of India's more manageable foodgrain situation indicates that, under plausible 
demand projections--which allow for varying growth, population, and distribu-

, tion parameters--food ra· d in 1990 will var betwee 2 and 158 million 
tons. This range is considerably exceeded by trends in supply projected under 
assumptions consistent either with those of the National omm~ssion on Agri
culture (2.8% p.a.) and the revised Draft Sixth Plan (2.7% p.a.), or with a 
simple extension of past performance based on an estimated linear trend growth 
rate of 2.37% between 1965/66 and 1977/78. Both the NCA and Draft Plan esti
mates base their projections on increases in input utilization, primarily 
irrigation and fertilizer, with . little change in historical input-output 
coefficients. The investments required to achieve the higher rates of output 
growth are quite substantial, with rather low implied rates of return. In 
these circumstances, considerable attention must be paid to appropriate pricing 
and procurement policies so that they do not distort the incentive for farmers 
to diversify into non-foodgrain crops. Less subsidization of inputs also has 
an important role to play in setting intersectoral terms of trade appropriate 
to India's longer-term development objectives. The ~iority for Government 
investments and programs remains the more efficient util~zat~on of water 
through the modernization of existing irrigation schemes and the implementation 
of higher standards in new schemes, complemented by the ~ntinued improvement 
of input delivery schemes affecting credit, fertilizer, HYV seeds, p~s 
and extension. ~ 

Balance of Payments Prospects 

25. The balance of payments projections are 
based on a growth scenario which assumes a ----~~--~ 
economy as a whole, composed of 2.7% er annum in agriculture and 6.4% in 
·nd stry. 1/ To support this growth, fertilizer imports have been projected to 
increase at 12% per annum, a rate which takes into account medium-term produc
tion plans and some moderation of the very rapid growth in fertilizer consump
tion since 1975. Petroleum imports are rejected to grow b an average of 4% 
per year in volume terms during the medium term, based on currently pianne 
increases in domestic crude oil production and increases in refinery capacity. 

1/ These growth rates are consistent with the targets of the Draft Sixth 
Plan which were widely accepted as feasible medium-term objectives. An 
objective of 5% p.a. has recently been announced for the new Plan, and 
there appears to be considerable olitical pressure to raise the growth 
target to 5. 5% p. a. ·The latter, however, would appear to mark a return 
to the unrealistically high targets of earlier Plans. 
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INDIA • BAIANCE OF !'A YMENTS 
(million US$ ac cunene prices) 

Base Run • Version 1 
~ ~ Export Grovth: 6 .5 '7, 

Import Gro111:h : 4.9'7, 
~ ~ ~ ~ ~ ~ 1984/85 1985/86 1990/91 GNP Growth : 4. 7"/, 

;:;xport o f goods and services 8548.2 9,545.4 11,164.4 12,921.6 14,819 . 3 16.941.4 19,415.1 21,915.0 40,161.5 
• o f l.lhich: merchandise ( f .o .b.) 6976 .2 7. 703.2 9, 032.1 10 ,463.1 11,996.5 13,755.1 15 , 818.5 17,912.1 33,324.7 

1mport of goods and services 9176.8 11,672.0 14,373.0 16,241.4 18,750.4 21,454.3 24 , 626.7 27 '725. 2 so, 377.6 
• o f lolhich: merchandise (c.i.f.) 8488.0 10,900.2 13,508.0 15,270.4 17 . 660.2 20,258.8 23 , 315.9 26,307.9 48' 283 . 6 

Resource Balance ·628. 6 ·2,126.6 ·3,208.6 ·3,319.8 ·3,931.1 ·4,512.9 ·5,211.6 ·5,810.2 ·10,216.1 

Investment Income (nee) 152.7 486.7 455.4 252.7 -171.1 ·221.4 ·330.7 ·426.4 ·863. 2 
Current Transfers (net) 1130.4 1' 186.9 1,310.3 1,408.6 1,514.3 1, 627.8 1' 749.9 1,854.9 2,482.3 
Current Account Balance 654.5 -453.0 ·1,442.9 ·1' 658.5 ·2,587.9 ·3,106.5 ·3,792.4 ·4,381.7 .a,597 .o 

:-lee Aid Disbursements 993.0 1,219.4 1,605.1 2,069.5 2,183.9 2 ,421. 2 2, 714.1 2,889.2 4,372.0 
• Cross Disbursements 1695.0 1, 906.4 2,335.1 2,844.5 3,003.9 3,244.8 3,526.4 3,855.2 5,250.4 
• Principal Repayments • 702.0 -687 . o ·730.0 • 755.0 ·820.0 ·823. 6 ·812.3 ·966.0 ·878.4 

Use of ]}IF Credit ·158. 0 675 ·135. 0 
Errors and Omissions 44.5 ·566.4 ·142. 0 ·300. 0 ·300. 0 ·100.0 ·SO .0 ·50.0 ·50. 0 
Uncovered Cap 410 . 6 2,317.5 5 , 835. 0 
Cnange in Reserves ( . . increase) ·1534.0 ·200.0 ·695. 2 ·Lll.O 704.0 785.3 717.7 ·775.0 · 1 ,425.0 
Reserve Level (end of year) 735 7. 0 7,557.0 8,252.2 8,363.2 7,659.2 6' 873.9 6,156.2 6,931.2 12,594.0 
Reserve as Months Imports (9.6) (7. 7) (6.9) (6.2) (4.9) (3. 8) (3.0) (3.0) (3.0) 

Base Run • Version 2 
Export Growth • 8. 0"1. 

Export: of goods and services 9,545.4 1.1,292.5 13,213.7 1.5,327.8 
!mpon: Growth: 4. n, 

17,705.8 20,487.4 23,369.1 44,058.2 Gl'IP Growth: 4. T'/, 
Import of goods and services 11,672.0 14,426.2 16,272.9 18,662.4 2l,.347 .9 24,876.2 27,957 .J 50,363.7 

Current Account Balance ·453 ·1,368 ·1,397.9 ·1.~91.4 ·2,235. 7 ·2,969.6 ·3,159.7 ·4,686.4 
Capital Account Balance 6,3 2,138.1 1,769.5 1,883.9 2,32-1.2 2,664,1 2. 839.2 4,187.0 
Uncovered Cap 1,904 . 8 
Change in Reserves ( • • increase) ·200 • 770.1 -371.6 107.5 ·85. 5 305.5 320.5 
Reserve Leva 1 (end of !'ear) 7,557 8,327.1 8. 698.7 8,591.2 ~.676. 7 8,371.2 8,050. 7 12,590.9 
Reserve as Months Imports 7. 7 6.9 6.4 5.5 4. 9 4.0 3.5 (3.0) 

Alternative Run 
Eltport Growth • 4.0'7. 
Import Growth . l. 75'7. 
GNP Cro1o1th • J .5'7. 

E ~: ?O rt or ~~;ood s and services 9,545.4 10.930.7 12,328.4 13.827.4 15.47).4 17, Lbu. 2 l9,lZ4.J 30 .!·5i. 2 
.arport of goods and s•rvices Ll,6ll.8 14,373.3 15,854.1 17,800.1 19,942.4 ZZ,402.l 24. &96. 5 39,692.8 

"rent Account Balance ·392 .4 ·1,676.9 ·1,864.4 ·2,626.1 ·3,059.3 ·3,8tJ.3 -4,140 . 5 ·7 ,616.5 
pital Account Balance 592 . 4 2,138.1 t, 769.4 1, 883.8 2,321.2 2,664. 1 2,974.2 4, 187.0 

Uncovered Cap 306.5 t, 740.3 4,132.3 
Change i.n Reserves ( • • increase) ·200.0 ·461.2 95.0 742.3 738.1 ·1,149. 2 ·1,166.3 ·3,429.5 
Reserve Level (end of year) 7 ,557.0 8,018.2 7 . 923.2 7' 180.9 6,442.8 5. 600. 1 6,174.1 
Reserve aa Months lml)orts 7.8 6. 7 6.0 (4.8) (3.9) ( 3) (3) (3) 
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Steel imports are expected to remain roughly constant in real terms, but 
non-ferrous metal requirements are projected to grow more rapidly than the 
economy as a whole, as are imports of cotton and synthetic fibers. Other 
imports are projected to grow at the same rate as the economy, giving rise to an 
overall import elasticity which slightly exceeds unity. 1/ Scope for reducing 
imports and maintaining the projected rates of economic growth are limited; ~ 
however, a program of investments and improvements in ca acity utilization in ~ 
key industries--fe ilizers ir ~al n e~rol~um-- ~ul~ ~uce 

1mport growth by as much as 10%. gains from this sort of program 
snoula be a~sed n 0 ne economy through increases in general imports; 
however, constraining the overall import elasticity to no more than one in the 
medium term does increase the resource balance by US$1 billion in 1990/91. Led 
by petroleum, prices of India's imports are projected to increase substantially 
more rapidly than the index of international inflation. By 1990, petroleum 
prices are projected at almost six times their 1978/79 base, while prices of 
other major import categories increase by a factor of three, which is still 30% 
greater than the Bank's projection for overall world inflation. As a result, 
Indian imports continue the process of specialization already begun in the 
current year, with petroleum and fertilizers accounting for 58% of imports in 
1990/91 as compared to the 48% projected for 1980/81. 

26. Exports do not constitute a major share of output in either the 
manufacturing or agricultural sectors (although they are important for some 
commodities). Consequently, a range of export growth rates is consistent 
with the projected growth of the economy and the availability of imported 
inputs implied above. While improvements in incentives will be required even 
to raise the volume rowth rate to 6.5% per annum, that achievement should be 
feasible wit 1n the basic policy structure as it exists now. At the upper end 
of the feas1ole range is an 8% volume growt , whicli would requir~ s~gnific~nt 
overhaul of he trade olicy system but probably would not require signifi
cantly higher availability of imported inputs to sustain. To achieve either 
of these growth rates will require considerable improvement over recent export 
growth performance, but volume growth rates in this range have been achieved 
during several periods in the past. Indeed, the 6.5% per annum volume growth 
in the base scenario simply extrapolates the volume growth which characterized 
India's exports during the past decade. (The effort required to regain or 
exceed past momentum is discussed in the following section.) Export prices 
are projected to grow roughly in line with the index of international inflation, 
increasing 237% by 1990/91 over the base year, 1978/79. 

27. The two balance of payments projections reported in Table 4 bracket 
the range of current account projections consistent with the base case growth 
scenario. Current transfers are projected to remain constant in real terms 
after 1979/80, and the capital account is based on the Bank/IDA lending program 
of Attachment 1 and constant levels of other concessional and non-concessional 
commitments with historical disbursement rates. The combination of 6.5% p.a. 
export growth and a 1.1 import elasticity results in a severe decline in 
reserves as early as 1982/83 with a failure to maintain three months' coverage 

1/ Details of the projected import composition are presented in Attachment 
3d. 
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by 1984/85. 1/ Assuming th~ee months' imports to be the minimum sustainable 
level, the uncovered gap that emerges by 1990/91 approaches US$6 billion. 
With the combination of higher export growth (8% per annum) and marginally 
lower imports, the situation improves sufficiently to prevent reserves from 
falling below three months' import coverage until 1985/86, and the uncovered 
gap that emerges by the end of the decade amounts to a more manageable US$1.9 
billion. In contrast, the slow-growth policy designed to cut back drastically 
on import growth does little to alleviate the balance-of-payments problem in 
the long run. For example, an alternative scenario also presented in Table 4 
in which the overall growth of GNP is reduced to only 3.5% per annum, the 
import elasticity to 0.5 and export volume growth to 4% per annum, results in 
the foreign exchange reserve level dropping below three months' import coverage 
by 1984/85, only one year later than Version One of the base case. By 1990/91 
this slow-growth case results in an uncovered gap exceeding US$4 billion. 

Adjustment Prospects 

28. scenarios we have considered undersc ~ 

;=~--~~--~~~~~~~~~~~--~~~~~r~r~e~n~t~t~r~e~n~s, since even the three 
months' minimum import coverage of reserves is not likely to be regarded as 
adequate by the Government of India. d 1~stment ess is not be un 

~oz onLr ls and otentiall inefficient export 
to the policies of the early 1970s, ~s ~in 
would have severe repercussions on India's ability to 

meet investment needs in industry and infrastructure. Expansion plans in 
private industry would suffer, as neither inputs nor markets could be assured. 
This, in turn, would lead to a pessimistic assessment of the demand for basic 
inputs and infrastructure, thus further delaying public investment and perpe
tuating the slow growth performance of the Indian economy without actually 
improving the prospects for successful medium-term adjustments. Fortunately, 
India remains in a favorable position to respond to the challenges facing its 
economy through improved domestic policies supported by appropriately larger 
drafts on foreign savings. Foreign exchange and foodgrain reserves r ma~ t 
levels which can su ort at east a tw- d·ustment per~od, during which 
ndia must develep a balanced export strategy, move to me ·call 

of her re uirements for basic commodities such as edible a·ls 
cement, and steel, and est blis ener y rationalization 
po entially reduce the POL import bill. While the Government has recognized 
the importance of each of these areas, identification of appropriate strategies 
and specific policies has only just begun. Similarly, our economic work 
during FY81 will endeavor to evaluate alternative strategies with the objective 
of developing the basis for a dialogue on adjustment policies. 

29. In exports, it is clear that ~t~h~e~c~u~r_.r.e.n~t~~~--~~~ 
re ime does not provide adequate incentive for investment in 

~~~~~J~~~~-~~ 

~~----P~c·ty . As a result, exports are as constra~nea 1n years o rapid 
economic growth, when the much greater profitability of domestic sale ~ 

down the exportable surplus, as they are in years of supply constraints or 

1/ Even three months' import coverage is quite low, providing the barest 
minimum for meeting unforeseen adversity and for avoiding policies of 
desperation. 
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other bottlenecks. 1/ Several elements in India's trade regime have led to 
this situation. First is the general anti-trade bias of the whole policy 
~ystem. It seems clear that, whatever t e Gbvernment's 'ntent~ons, the changes 
in India's import policy during recent years have not led to sustainable in
creases in either imports or exports, while they probably have increased the 
variance in incentives and perhaps have increased the relative bias against 
exports by generalizing import privileges that were once reserved for expor~ers. 
Other elements of trade policy--export incentives and the nominal exchange 
rate--have remained roughly constant during the past three years. Although 
constancy in the policy regime is desirable and, indeed, has been an objective 
of our policy dialogue with GOI, it seems apparent that the overall evel of 
incentives maintained by the GOI has been insufficient to impart any 
to export performance under the domestic a~d wor emand conditions recently 
prevailing. A further factor in the most recent year has been the emergence 
of significant inflation in India (averaging almost 20% for manufactures during 
1979/80), which has led to a revaluation of over 5% in India's purchasing-
power-parity-adjusted exchange rate in 1979. An area of bigne · · y for 
Indian policy-makers during the coming year will be the ide tification o 
set of trade policies that can provide ade a.te · nee-ntive eo expe rrod-uc-t:-i-en-· 
and still be manageable in terms of domestic fiscal policy and short-term 
foreign exchange requirements. 

30. rovement in performance must come from manufactured 
ex2orts. hese originate predominantly in t e pr~vate sector and cover a very 
eterogeneous group of commodities. Consequently, policies to increase manu

factured exports will, in general, have to rely on decentralized, profit
enhancing incentives. Greater tax incentives for ex orters, increased cash 
assistance, and less rigid exchange rate policies are all likely to contribute 
to an improved environment. In addition, the relaxation of export bans on 
several commodities can provide a short-term stimulus and broaden the basis 
for subsequent growth. Although agricultural exports have been quite buoyant 
in recent years, there is considerable scope for still further diversification 
and policy improvements. Reconsideration of export taxation policies could 
help in the short run, while investment programs for export crops and develop
ment of an export policy for foodgrains could help sustain growth over the 
longer term. 

1/ Both these factors have been at work during the past three years. During 
1977/78 and 1978/79, Indian manufacturing increased by 6.5% and 7.5%, 
respectively, with the larger increases concentrated in the consumer and 
intermediate goods industries, reflecting the broad-based pick-up in 
demand that characterized those two years. Even this moderate expansion 
was sufficient to siphon off the exportable surplus in manufacturing, 
so that volume growth of manufactured exports, which had grown by over 
30% during 1976/77 (and averaged approximately 11% p.a. during the period 
1970/71 to 1976/77), fell to less than 8% in 1977/78 and actually declined 
in 1978/79 by almost 7%. During the year 1979/80, which combined strong 
domestic demand with infrastructural bottlenecks and constraints on basic 
inputs, initial estimates suggest that the volume of manufactured exports 
may have fallen a further 12%. 
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31. Import Substitution. A second aspect of adjustment to India's 
deteriorating balance of payments prospects involves p.roduction Rro ram r 
·ncentives in those industries which offer scope for efficient import substi
tution. Increased domestic availability of ilseeds, fe~±~e~s, iron and 
teel, and cement could make a significant difference in India's foreign 

exchange requ~rements. Meeting this objective will require above all a sig-
nifican tep- in both · and priv. e investment. ~inane± g this program 
will require r~c~n pa icies geared to greater internal generation of 
invest~ole funds. For some industries, notao y fer~ ~zers - and ~ron and steel, 
tliere is considerable output potential through improvements in capacity utili
zation· t is, however, requires better input availability, particular y o coal 
and power, improvements in transportation services, and better management. 
Beyond these general observations, an evaluation of India's program must await 
the formulation of the new Plan for 1980/81-1984/85, as it is precisely in 
these areas of industry and infrastructure that departures from the Draft Sixth 
Plan are most likely to emerge. Issues which require consideration in this 
context are the balancing of total investment requirements with available 
resources, and the evaluation of an investment strategy in terms of India's 
comparative advantage. 

32. Energy. A third element of medium-term adjustment involves energy. 
Improved performance and other adjustments in the energy sector could help 
achieve three important objectives: (1) removal of the most important supply 
constraint in the nexus of coal and power shortages, (2) the substitution of 
cheaper and more abundant energy sources; particularly coal and hydel, for 
imported oil, and (3) the enhanced supply of domestic oil through more explora
tion and rapid development of new oil fields. Within the past year, the GOI 
has undertaken both a review of energy policy with a long-term perspective and 
a comprehensive study of operational issues in the power sector. In particular, 

ong-term energy utilization oals have been set which Q d duce the u us-
ta~na ly high energy intensity of India's growth bx aP. roximateky one-third. 
This would be accomplished through a thorough evaluation of the energy require-
ments associated with all major investment decisions. In the power sector, 
goals have been set for improvements in the efficiency of thermal generation, 
increasing load factors by a multiplier of 1.8 to 2 and reducing losses by 40%~ 
or id devel ~ ro-electric otenti , which is estimated at ten 

times the curr~~ vailability, is also an important ob"ective of Indian energy 
poi~cy. But the realization of this hydro potential will on y follow from a 
significant lengthening of the planning horizon in the energy sector. From 
the 5-year perspective of the standard Indian planning process, the shorter 
gestating thermal generating units appear more advantageous; but recent 
analysis indicates that the ~esent value of the capital costs of thermal and 
hydro nits are rou hly comparable, which, of course, implies sign~ficant 
total cost advanta~e to hydro. Achieving these objectives will requ~re not 
only a continuing sizeable financial allocation, but also a program of oper
ational and managerial reforms. Administrative reforms which have been 
proposed include the consolidation of all energy-related matters under the 
auspices of a single ministry and the amalgamation of at least some aspects 
of the State Electricity Boards into regional bodies. These administrative 
actions will need to be supplemented by improvements in the management of 
individual plants and the distribution network if overall efficiency goals are 
to be met. Over the longer run, India has considerable potential for the 
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development of non-conventional energy sources, but, even by _the year 2000, 
these are expected to meet only a small proportion of India's energy needs. 
Rather ·tis oal a h·ch ogether now ro ·de 5Z otJndi 's mme~-

cial energy consumption, tn~t shQ ld mee he major part of India's energy 
nee s rough the next century (at least on the basis of current reserve and 
potential estimates). However, the coal industry's financial situation must 
be strengthened and large investments made to expand existing mines and 
develop new ones if this prospect is to become a reality. The Government also 
now recognizes the need to a el ate oil ex loration, particular! offshore 
and intends to increase the scope of exploration activity carried out by the 
national oil company (the Oil and Natural Gas Commission). In addiion, GOI 
is reconsidering the possibilit o offering concessLan to foreign oil 

pa ies; this ~n itself would constitute a radical policy change. 

33. India is not constrained in meeting these challenges of trade 
policy, infrastructure development, and energy by lack of capacity to formulate 
appropriate strategies. In each of these sectors, policy review and planning 
exercises have been recently undertaken or are currently underway. Further, 
these are expected to be translated into a consistent medium-term investment 
program in the context of the new Five-Year Plan. Expected to be completed by 
mid-December 1980, this Plan should provide the basic outline for a medium
term program of structural adjustment in the Indian economy. Although specific 
elements of this program, particularly in energy and exports, are likely to be 
known in some detail beforehand and can, therefore, form the basis of policy 
discussions with GOI, the integration of these elements with an investment 
program in other infrastructure sectors and in important import-substitution 
activities, as well as the overall impact on India's balance of payments and 
macro-economic performance, can be best evaluated in the context of the com
plete Plan after it has gained a measure of political support and commitment. 

External Financing Requirements 

34. Aid. India's re uixem€ e~ernal nee in undertaking 
this adjustment process are ro·a~ ed exceed the amounts available in 
concessional aid throughout the coming decade. In Vers1on One of the base 
case, the uncnv~~~ ap (in the initial years shown as a drawdown in reserves) 
is estimated to grow to over US 1 billLon · 2 83 and to increase by an 
average of US$750 million each year thereafter. 1/ By 1985/86, reserves will 
have fallen below three months' import coverage.- In Version Two the initial 
gaps are smaller, averaging around US$350 million until late in the decade 
when they exceed US$1 billion. The ca ita account ro·ections which yield 
these results are based on zero eal growth in aid commitments with the 
exception of the Bank Group, whose commitments are expected to grow oy 4.1% ~n 
real terms (as shown in Attachment 1) through FY85. Even this performance 
would represent a significant improvement over recent trends in new non-Bank 
Group commitments, which have failed to grow, even in nominal terms, since 
1974/75. Perhaps some pick-up is possible, given a more widespread apprecia
tion of India's deteriorating balance of payments prospects. But it is 

1/ It should be noted that even under these circumstances, India's current 
account deficit is projected to rise to only 1.9% of GDP in 1985 and 
2.2% in 1990, a figure still well below the 3.2% recorded in the early 
1960s. 
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unlikely that the response will be so generous as to lead to sustained real 
growth in commitments. Indeed, experience at the recent meeting of the India 
Aid Consortium, which continues to provide a valuable forum for the discussion 
of India's development prospects, indicated that the decline in aid commitments 
in real t s n ing. In this context, it is important that India and 
the donors work together to increase the rate of disbursement from the pipe
line, which has grown large in recent years. For India, this will involve' 
primarily increasing the speed of project implementation. For donors, there 
are more options, including: (i) increasing the allowable rate of disburse
ment against project expenditures in the early stages of implementation; (ii) 
loosening the various forms of aid tying arrangements; and (iii) increasing 
the share of aid in various forms of faster-disbursing non-project assistance. 

35. Non-concessional Borrowing. In addition to improving disbursements .~ 
from the aid pipeline, ia hauld consider igher levels of borrowin on tV~~ 
non-concessional terms. India's debt service ratio, estimated at 12.3% in ~ ~ 
1978/79, is projected to fall to 6.1% in 1985 and 4.4% by 1990. Even without ~ j~ 
raising the export volume growth rate above the 6.5% per annum used in Version ~~ 

One of the base projection, India should be in a position to borrow moderate 
amounts on IBRD or even commercial terms, particularly during the next few 
years. For example, if India were to borrow, on IBRD terms, additional 
resources totalling S · · sed ov;r four years from 1980/81 through 
1984/85, this would prevent the import coverage of reserves from falling much 
below four months of imports in 1984/85. The impact on India's creditworthi
ness in 1990 would be to raise the ratio of debt service to exports from 4.4% 
to 6.7%. Such borrowing could play an important role in easing the transi
tion process by allowing reserves to be maintained at a more secure level 
while policies take effect to reduce India's dependence on imports of edible 
oils, steel, cement and fertilizers and to increase the export growth rate. 
However, ever-larger borrowings at commercial rates cannot be carried on 
indefinitely as a solution to the resource problems implied by a situation 
like Version One of the base case, in which exports grow less than two per
centage points per annum faster than imports (in volume terms). Our analysis 
that if the uncovered gap of Version One were financed throughout the period 
on commercial terms, India's debt service burden would approach 17%. 1/ 
Although considerably below the levels of the early 1970s, when India-was 
forced regularly to seek debt relief, this level would undoubtedly be viewed 
as unacceptably high by the Indian Government. 

36. Under the more rapid export growth of Version Two, non-concessional 
borrowing becomes a feasible means to maintain more than three months' import 
coverage of reserves throughout the decade. If the non-concessional increment 
in borrowing were equally divided between fast-disbursing loans on commercial 
terms and somewhat longer-disbursing loans on IBRD terms, the debt service 

~ would be quite manageable in the context of an 8% export growth rate; by 
1990/91 the debt-service ratio would be only 5.3%, barely above the base case 
levels with no non-concessional borrowing. ~learly,, the ap· ·nment of 
an export v:olume greweb at,e in the range of 8- 0% pro:v:·des enormous greater 
flexibility for India to adjust to any unanticipated adverse developments 

1/ Terms used for commercial borrowing are 11 years with a 2-year grace 
period and an interest rate of 9% per annum. 
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during the coming decade. The levels of non-concessional borrowing in this 
optimistic scenario approach an _increment over the base projection of US$900 
million by 1985/86 and US$1.6 billion by 1990/91, which are moderate indeed. 
Greater borrowings could readily provide the resources required to maintain 
reserves at 5 to 6 months of import coverage. 

37. A situation in between Versions One and Two represents perhaps ehe 
most probable scenario of successful adjustment. Initially exports grow at 
6.5% per annum, but after 1984/85 an 8% growth rate is attained for the rest 
of the decade. In these circumstances, the uncovered gap that emerges in 
1985/86 remains roughly constant in nominal terms at approximately US$2.3 
billion and begins to decline by the end of the decade. If commercial 
borrowing is utilized to fill this gap, the debt service burden is reduced 
considerably, reaching only 13.7% in 1990/91, a level comparable to that of 
the late 1970s. This result underscores the importance of even delayed 
acceleration of export growth; but it also provides the reassurance that the 
consequences of more modest export growth early in the decade can be managed 
without too great strain as long as export growth is eventually accelerated. 
A balance-of-payments projection which incorporates the parameters of this 
scenario is presented as Attachment 3(g). 

38. ernative trade and growth assumptions illustrate the relative 
insensitivity of India's poor balance of payments ros ects to all growth 
scenarios in which imports and exports grow at roughly comparable rates. For 
example, if India were to opt for an a JUStment strategy based on slow growth-
say 3.5% per annum (as assumed in Alternative Run of Table 4), an import elas
ticity of 0.5, and export growth at 4.0% \wnicn-is more realistic under these · 
conditions)--the emergence of a significant uncovered gap is not even delayed 
by one year and the amounts of borrowing required to fill the gap are comparable 
to Version One of the base scenario. But with the slower growth of exports, 
and inadequate performance of the economy in general, greater non-concessional 
borrowing becomes a much less attractive alternative. The debt-service ratio 
reaches almost 15% by 1988/89 and then accelerates, topping 18% in 1990/91 and 
clearly implying unacceptably high levels for the following years as the 
uncovered gap continues to increase. Table 5 summarizes the main parameters 
of the trade and borrowing scenarios that have been discussed above: 
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Table 5: SUMMARY OF ALTERNATIVE BALANCE-OF-PAYMENTS PARAMETERS, 
1980/81 - 1990/91 

Bq.se Scenario Slow Growth Combined 
Version One Version Two Version Three One & Two 

GNP Growth 3.5 4. 7' 
Export Growth 4.0 6.5/8.0 /a 
Import Growth 1.75 4.9 
Aggregated Borrowing 

1980/81 - 1990/91 36.65 30.95 
Debt Service Ratio 18.1 13.7 
Import Coverage of 

Reserves 3 5 3 3 

/a The switch in export growth rates occurs in mid-period. 
7b The aggregated borrowing gap refers to the additional resources that would 

be required to maintain three months of import coverage, given the trade 
assumptions and the base scenario capital account. It is assumed these 
resources would be obtained on commercial terms (11 year terms with 2 
years' grace at 9% per annum). 

39. The major risk that India faces if it should push for higher economic 
growth rates, better export performance, and moderate increases ~n non
concessional borrowing would be a growth in im ort re uirements beyond the 
levels implied by the base project1ons. Import elasticities in India ave 
oeen tradit1onally quite low; however, the more o en trade s stem required for 
efficient export promotion could give rise to rapid rates of growth in imRorted 
raw materials, intermediate and ca ital oods. Indeed, more rapid imports in 
t e initial years of a high growth strategy could be a prerequisite for the 
success of the strategy, particularly if supply bottlenecks continue to plague 
the domestic economy. India's response to this situation must be trade lie 
reform that would promote exports sufficiently to ma·ntain the average volume 
growth rate three to four points above the import growth rate. Given India s 
stii small--and recently declining--share in world marKets, this response 
should have reasonable prospects of success, particularly if supported by 
increased commitments of concessional assistance and a willingness to borrow 
more on commercial terms. 

40. The alternatives discussed in this paper illustrate that 
macro-economic priority during the coming years must be an acceleration of 
export growth combined with programs designed to minimize import de endence, 
particularly in the agriculture, energy and basic inputs sectors. Slow-growth 
options, while easing somewhat the demand for energy and other basic commodi
ties, will not provide an environment for export growth sufficiently rapid to 
overcome the deepening current account deficit. Furthermore, an adjustment 
process based on slow growth inevitably reduces whatever flexibility remains 
in the economy to adjust to further external shocks, whether induced by 
adverse trading conditions or weather conditions. Our analysis indicates that 
a more open strateg , with 8%-10% ex ort volume rowth and an import elasticity 
etween 1.0 and 1.5, not onl results in external assistance requ1rements for 

less than th~ ~l9w-gr~wth alternative but also shou ead to c side abl Y. 
greater flex1b1l1t~ ~ c mana t 1s approach can be comb·~ 
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medium-term rogram of import substitution for key import d 
g incr. sed util1zat~1·o~n~o_._.~--~--~~~~~~~~~ 

its current ac~eunt deficit ~.~- ~~~~-~~~~~~~~~ 
·-w~1·~~~p~r~u~·e~n~t~d~r~a~f~t~s~o~n non-concessional sources nance. 
result, India could maintain reserves sufficient to cover at least four 
months of imports throughout the decade. While such a strategy does incur 
greater risks of frustration through restrictive practices by India's tradlng 
partners, it is not likely to increase significantly the vulnerability of the 
Indian economy to external shocks. This vulnerability is much higher when 
imports have already been reduced to the essential minimum or when slow export 
growth restricts debt service capacity. 

BANK GROUP ASSISTANCE AND LENDING STRATEGY 

Developments Since the Last CPP 

41. The strategy confirmed in the previous CPP continues to be appro-
priate to India's development needs. The emphasis on agriculture, particularly 
irrigation, credit, and research and extension, has demonstrated its relevance. 
Similarly, events since the last CPP have underscored the importance of in
creasing capacity in the power sector. Within these major areas of Bank Group 
activity, there have been two sorts of difficulty encountered during the past 
year. First, our continuing involvement in India's expanded irrigation and 
power investment programs has brought to the surface problems stemming from 
inadequate investment levels of the past. In irrigation, for example, the 
failure to ensure t ade uate development of the minor water distribution 
ne n to evolve suitab e sc s o water demand mana emen on-
strained the util1zation o In power, past planning has simply 
un erest1mated the energy-intensity of the Indian economy. The severe pressures 
of demand on inadequate supply means that proper and timely maintenance pro
cedures are not followed. This pressure feeds back negatively on the operating 
efficiency of units and creates a downward spiral of technical and managerial 
problems in power and related industries. This set of problems in both irriga
tion and power is under study in our economic and sector work program for FY81 
and receives considerable attention in our on-going dialogue with GOI in the 
context of project preparation. 

42. Other problems encountered since the last CPP are primarily the 
consequence of the unsettled political situation which has characterized India 
since the split-up of the erstwhile Janata Party in June 1979. Uncertainties 
and delays have persisted longer than anticipated after the election of the 
new Government and are expected to be resolved only after the nine new State 
Governments are firmly established and the impact of Sanjay Gandhi's death has 
been absorbed. Compounding the political situation in its effect on the 
implementation of the Bank Group-assisted investment program have been GOI's 
difficulties in maintaining Plan investments, a traditional problem in drought 
years. Plan e enditu rtfalls have been compounded this past year by the 
petroleum price increase. In t 1s context, the Bank program appears to have 
fared somewhat better than the overall investment program. 
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Amount of Assistance 

43. The proposed IDA lending program for the period FY81-85, aggregating 
to US$8.68 billion, represents P&B's lending objectives. (For purposes of the 
projections summarized in Attachment 3, IDA commitments are assumed to be 
maintained thereafter in constant real terms.) The remainder of the five
year lending program is based on IBRD lending rising from US$360 million ~n 
FY81 to US$800 million in FY85 and aggregating to US$2,360 million over the 
five-year period. As indicated above, there is no doubt about India's credit
worthiness for at least this amount of IBRD lending, or about her ability to 
absorb the total proposed amount of Bank Group resources. 

Disbursements 

44. Recent Bank ex er~ence with disb s encouraging. 
Between FY78 and FY79, annual disbursements of IDA credits to India ~ncreased 
by about 16%, to US$375 million. The level of disbursements of IBRD loans, 
however, was less in FY79 than in the previous fiscal year, which saw an 
unusually high level of IBRD disbursements. As a result, the overall increase 
in disbursements in FY79 was modest (8%). According to GOI estimates, the 
FY80 IDA disbursement level was expected to be on the order of US$450-500 
million; preliminary actual figures indicate an amount of US$561 million for 
IDA disbursements in FY80, considerably exceeding GOI's and our expectations. 
This amount (US$541 million) provides a projected increase over the FY79 level 
of about 50%. Disbursements on IBRD loans also increased slightly in FY80, 
with the result that total Bank Group disbursements, at US$729 million, were 
about 36% higher than the FY79 level. 

45. This commendable performance has been achieved in spite of the 
shortages of power, transport and raw materials, discussed above, which have 
had an adverse impact on the overall capital investment program. The Indian 
authorities have made a concerted effort in the ~ast ear to insulat k 
GrouR-SUPP-Orted pxoje ts rom actors likely to cause a ~- ~ ·n imple-
mentation, so that disbursement levels have remained largely unaffected. As 
the infrastructure and input supply position improves, the current disburse
ment performance should be maintained or even surpassed. In addition, the 
Indian authorities last year began a dialogue with the Bank to seek ways in 
which project implementation can be accelerated through taking certain advance 
actions prior to formal Bank approval of projects. 

46. A country disbursement table, showing comparative commitment and 
disbursement data for India and selected other countries, is attached as 
Annex 5. The table indicates that India's disbursement rate for FY80, calcu
lated as the ratio of its total annual disbursements to the opening undisbursed 
loan/credit balance, is about 19%. This seemingly low rate is due partly to 
the significant portion of the FY80 opening undisbursed balance (about 14%) 
attributable to loans and credits signed or approved but not yet effective, 
and partly due to the rapid growth in the size of commitments. The FY80 
disbursement rate based on the opening undisbursed balance of effective loans 
and credits (that is, excluding those signed or approved at the start of the 
year, but not yet effective) amounts to about 23%. In addition, the average 
size of commitment has been growing steadily at the rate of about 13% per year 
over the last four years, and about 41% per year over the last two. Even 
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though disbursement rates have been increasing, they have not been able to 
keep up with these extremely high growt·h rates in commitment amounts. A com
parable trend is also evident in Bank-wide disbursement rates. 

Local Cost Financing and Project Cost Sharing 

47. As in the past, the program is dominated by projects with high devel-
opmental impact and small foreign exchange content. India imports relatively 
few capital goods because of the capacity and competitiveness of the domestic 
capital goods industry. Consequently, the foreign exchange component tends 
to be small in most projects. Therefore, to contribute to India's development 
through high-priority projects, substantial local cost financing is required. 
This is also justified on country grounds, as India's long-term needs for 
external capital far exceed the amounts which could be met through financing 
only the import content of suitable projects. 

48. Bank/IDA participation in projects in India has traditionally ranged 
between 30% and SO% of total project cost. For large projects, such as those 
supporting power and fertilizer investments, the upper bound of US$2SO million 
on loans/credits which has been observed in the past 1/ has restricted our 
average share of project cost to well below SO%. For-projects where this 
loan/credit ceiling is not a constraint, we have in any case until recently 
limited our participation to SO% of project cost net of taxes and duties. 2/ 
The objective of increasing Bank/IDA lending to India would be well served-by 
broadening the range of cost-sharing options at our disposal to allow for 
Bank/IDA participation of up to 7S% of project cost for selected projects, to 
be judged on a case-by-case basis. To begin with, we propose to focus on 
projects designed to benefit low-income groups in selecting candidates for 
higher levels of Bank Group cost sharing. In particular, we are interested Ln 
increasing our participation in projects aimed at bringing the benefits of 
development down to the lowest (i.e., village, farmer, household) level. 
These are typically operations in which the development of service or distri
bution systems and institutions is particularly important. These projects 
often require significant Bank Group involvement in project design and imple
mentation and policy guidance, which enhances our own expertise while further
ing project objectives. Moreover, the implementation of such projects is 
often administratively and even politically difficult. We feel that Govern
ment entities which choose to take up such challenges should be provided an 
extra measure of Bank Group support, especially in States where resource 
mobilization is particularly difficult. Higher Bank Group participation in 
such projects would not only be an effective response to the overall resource 
constraint facing India, but would address this constraint in a manner wh.ich 
would permit us to continue a high level of Bank involvement in the shaping 
and execution of high-priority projects. Even with Bank Group financing of 
up to 7S% of selected projects, the number of very large projects in the 
pipeline, in combination with the constraint on the size of any single lending 
operation, means that the average share of project cost financed .would not be 
likely to exceed SO%. 

1/ In FY80, we processed our first US$300 million credit. 

2/ In FY80, we financed 70% of the cost of the Kerala Extension Project 
and 60% of the cost of the Karnataka Sericulture Project. 
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Composition of the Lending Program 

4·9. As in the past, the purpose of Bank Group assistance to India 
is to support India's efforts to increase the rate of growth of the economy, 
increase the efficiency with which human and material resources are used, and 
improve the distribution of the benefits of growth. The sectoral composition 
of the proposed program designed to achieve these objectives over the next 
five years, together with the actual composition of lending in the two previous 
five-year periods, is detailed below: 

Table 6: SECTORAL DISTRIBUTION OF BANK/IDA OPERATIONS 
(percent) 

FY71-75 FY76-80 FY81-85 
Sector No. Amt. No. Amt. No. Amt. 

Agriculture & Rural Development 49 30 54 38 46 40 
(of which Irrigation) (10) (9) (16) (19) (28) (27) 

Power and Energy 4 6 14 30 13 20 
Industry: 

Industrial Imports 8 21 1 3 
DFC and Other 21 23 9 10 15 21 

Telecommunications & 
Transportation 10 15 6 8 10 10 

Population, Nutrition, Education 4 1 3 1 2 1 
Urban Development & Water Supply 4 4 13 10 14 8 

Total 100 100 100 100 100 100 

Needless to say, the program detailed in Attachment 1 is subject to change, ~n 

the earlier years of the program period as well as the outer years, as a 
result of discussions with the GOI which take place as part of a continuing 
programming dialogue. However, the basic sectoral emphases are not expected 
to change. 

50. As mentioned above, the two n areas of em hasis in the program 
continue to be ~g. (including water management) and ower which together 
account for ~ of our projected lending program. This year s drought and 
severe power shortages have reinforced our view of the importance of early and 
appropriate investments in irrigation and power. Moreover, our recent inten
sive work in these sectors has built up a momentum we feel should not be 
wasted. Strong cooperative relationships have been established with Govern
ment agencies in both sectors and project authorities continue to be highly 
receptive to the Bank's technical advice. This is particularly crucial, as a 
fundamental concern in these sectors is to improve the efficiency of capital 
use, through both rehabilitation of existing systems and introduction of 

~ improved managerial and technical standards in new investments. Thus, an 
important focus of our activities in these vital infrastructure sectors will be 
the introduction of suitable technical criteria, adequate maintenance standards, 
and appropriate managerial and pricing policies. 
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51. As an important complement to the proposed irrigation program, we 
plan to continue our involvement in general agriculture, agriculture-related 1/ 
and rural development projects, with three main areas of emphasis: (i) proj-
ects aimed at ensuring the availability of other critical inputs to agricul
tural production (e.g., fertilizer, credit, storage and processing facilities 
and agricultural extension); (ii) projects which focus on the development of 
rainfed agriculture and drought protect~on in areas which cannot be servea by 
irrigation; and {iii) projects which, in recognition of India's expected 
foodgrain self-sufficiency, foster the diversification of agriculture to non
foodgrain crops. 

52. While our emphasis on agriculture (including irrigation and 
agriculture-related industrial projects) and power accounts for approximately 
two-thirds of our projected program for 1981-85, the remaining third of the 
program will be devoted to continuation of ongoing initiatives in telecommuni
cations and transportation, industry, energy, human resource development, 
urban development, and water supply. Our particular focus in each sector 
is outlined below (see paras 57 ff). 

53. Before proceeding to--a more specific discussion of our proposed 
activities by sector, several general points should be made. First, the nature 
and design of most of the projec~ in the proposed program serve the underlying 
objective of providing direct benefits to the poor. Investments in irrigation, 
for example, are not only aimed at raising productivity and, therefore, incomes 
in rural areas, where 80% of the poor reside, but are specifically designed 
around technical and organizational principles which would maximize benefits 
to "tail-enders," now among the poorest of small landholders. Ext~e~n_,,...r.,· ~--,...A 

resear ch prOJeCtS focus on identification and dissemination of agricultural 
practices which lead to increased yields but require little additional cash 
input, and are thus particularly suited to and consciously directed at small 
farmers. At least half of the beneficiaries under our agricultural credit 
projects are, and are expected to continue to be, small farmers. Our efforts 
in rainfed and diversified agriculture continue to concentrate on identifica
tion of programs to increase the incomes of both small farmers and landless 
rural laborers. And finally, _low-cost service systems, designed to benefit 
the very 20 and to en~ure that Go~ernments are financially capaole o extend
~ng critical public health and sanitation services to all f their consti
tuents, incluo~ng the poor, are the basis of all of our urban development, 
population and health, and water supply projects. Thus, while major infra
structure investments (e.g., power, ports, railways) continue to be required 
to spur overall economic growth in India and raise incomes and create employ
ment in all segments of the society, these are strongly supplemented in our 
program and in the Government's investment plans by projects which speci
fically address the direct and immediate needs of the lowest income groups. 

54. Second, the lending program assumes that the newly-elected State and 
Central Governments will establish a policy environment which supports the 
act~v~ties we propose. We have attempted, in the proposed program, to 
concentrate our efforts in a few critical areas where we feel we have the ear 

1/ E.g., fertilizer, fisheries, forestry, sericulture, pulp and paper 
projects. 

__ x.~ 
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of the Government and have established significant momentum on which we can and 
should capitalize. Should it appear, however, that the policy framework which 
emerges in India may frustrate the achievement of our technical and institution
building objectives in any of these areas, we will reassess the emphasis of our 
program. The opportunities for Bank Group involvement which exist in many 
sectors in India should enable us to adjust with relative ease to the emerging 
policy environment. On the other hand, should the Government take initiat ives 
which would open up the possibility of greater-than-anticipated strides in what 
we regard as priority sectors, we may wish to examine the possibility of 
expanding our IBRD program. Increased Bank lending may also be warranted if 
India receives a lower share of IDA resources in the outer years of the program 
period. Ou eview of India's creditworthiness indicates that considerabl 
higher levels of IBRD lendi~ would be accepta e. 

55. Third, although the program includes no structural adjustment lend-
ing at this stage, the prospects for such lending at some time during the 
five-year period are quite reasonable. ll India's balance of payments pro
spects indicate that, within the ext two years, a significant turn-around 
~rom reserve accumulation to rapid reserve drawdown will emerge, even if India 

increase its ex ort volume growth suostant~a1Iy aoove recent per
If this turn-around is confirmed, India's need for structural 
ass~stance will be readil demonstrable. Dur1ng t he comi ng year 

, u e exerc1se of preparing a new Five-Year Plan, and 
the Bank, through various components of its economic and sector work program, 
will consider appropriate policies and programs to accelerate the growth of 
the Indian economy. On the basis of these activities, not only will we be 
prepared, as and when the need arises, to consider the appropriateness of 
structural adjustment lending for India, but we will also be in a position . ~ 
to evaluate rapidly the content of a proposed adjustment program. At the ~ 
recent Consortium ~eetin , the re resentatives of the Indian Government 

· e a an emphasis on a 
e ectric developmen , an 1m ort 

~ e oils, s te , r ~1 iz 
Government's aaJustment efforts. are also 1n~tiating a comprenens1ve review 
o recen tra e po icy changes so as to better evaluate proposed programs for 
the acceleration of export growth as they emerge. Any consideration of 
structural adjustment lending would be conditional on the Government's adopt
ing policies which hold high promise of successfully altering the structure 
of the Indian economy as it impinges on the balance of payments. 

56. Fourth, and finally, the very exercise of classifying the projected 
lending program by sector, as was done for the purposes of Table 6 and Attach
ment 1, is extremely misleading. While we have, for example, only two projects 
formally classified in the human resource sectors (i.e., population, health, 

~ nutrition, and education) during the next five years, our actual effort in 
terms of human resource development will be substantial. Agriculture exten
sion and research, urban development, and water supply projects all contribute 
to the development and enhancement of human capital, as do the technical 

1/ In recognition of this, we have included structural adjustment loans 
in our reserve program, although the dollar amounts listed are purely 
notional. 
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assistance and training components included in so many of our projects. We 
also intend to propose to the Government an investigation into the management 
and delivery of basic education in one or more states, to enhance our under
standing of that sector. Similarly, a number of projects discussed above in 
the context of our priorities in agriculture, such as fertilizer and forestry 
projects, are classified in the industrial sector, although they form an 
integral part of an agricultural strategy based on improved supply of inp~ts 
and diversification of agricultural production. The complementarity and, 
indeed, interdependence of investments across sectors must be kept in mind in 
evaluating the program outlined here and will be emphasized in the sections 
which follow. 

57. Agriculture and Rural Development. In recent years, the emphasis 
of Bank Group lending to India has been on agriculture and rural development. 
The core of the Bank Group's strategy has beert to support the GOI's objective 
of increasing foodgrain production by means of improving farmers' access to 
crucial inputs, especially the reliable and timely supply of water, combined 
with improved agricultural practices. Development of irrigation potential, 
production of fertilizer, increase in the supply of high-yielding seeds and 
provision of storage facilities have received high priority in the lending 
program. To increase yields by means of improved practices, the Training and 
Visit System of agricultural extension is being introduced in ten States of 
India, and additional areas will be covered in the near future. In addition, 
the Bank Group has been involved in a number of innovative projects in areas 
such as dairy development, fisheries, tree crops and social forestry 
development. 

58. Given the clear and beneficial impact of irrigation expansion, it 
is not surprising that India's irrigation development program is one of the 
most ambitious in the world, nor that the Government is anxious for the Bank 
to support the program to the maximum extent possible. The Draft Sixth Plan 
aimed at increasing the area under irrigation by almost 3 million ha per year, 
about half through the development (mostly private) of groundwater and half 
through the development of publicly funded surface irrigation systems. Despite 
the size of these targets, they are being achieved, in part with Bank assistance. 
A large proportion of private groundwater development is refinanced by the 
Agricultural Research and Development Corporation, a principal beneficiary of 
IDA credits during the last decade. The Bank's involvement with surface irri
gation has increased steadily over the past four years and will figure even 
more prominently in the future. In the period ~Y~8~1~-~~~~~~~~~~~~~~ 
Gro erations i d be in 

2% (excluding 
ro·~GES. 

59. Last year's CPP described in some detail the technical thrust of the 
Bank's involvement in irrigation and its efforts to improve water management 
and the equity of irrigation water distribution. These activities continue 
and are being progressively refined. A major new development since then is 
the Bank's involvement with the Narmada Basin, from which a series of invest
ment projects is expected to flow in the next several years. 



- 29 -

60. The Narmada is 2he largest westward-flowing river in India, draining 
an area of some 98,800 km in the three States of Madhya Prade~h, Gujarat and 
Maharashtra. The flow of the Narmada (34.5 thousand million m ) is greater 
than the total of the Ravi, Beas and Sutlej flows that feed the Indus Basin 
system in Punjab, Haryana and Rajasthan. Because of interstate disputes over 
the allocation of water, the river basin has remained virtually undeveloped. 
The final award of the Narmada Water Dispute Tribunal in December 1979 now~ 
permits between four and five million hectares to be developed for irrigation. 
Approximately one-third of the dependable yield of the system was allocated 
by the Tribunal to Gujarat, and most of the remainder to Madhya Pradesh. The 
Narmada development, if properly planned, implemented and operated, will re
sult in an increase · ag icultural value-adde of some US$2 billio annua y 
and will directly generate about one million jobs. In addition, the ind~rect 
benefits--when the multiplier effect of increase agricultural production and 
~ncome is felt in other sectors--will be at le t as lar e as, and probably 
larger than, the direct effects. us, t e total impact of the Narmada schemes 
on India's net domestic product will be in the order of US$4-5 billion. The 
enginee in task is formidable, however. The two ma'o stora e reservoirs 
(Narmadasagar in Madhya Pradesh and Sardar Sarovar in Gujarat) w~ ave among 
the largest dams · the world; and the Narmada · Canal in Gu'arat, w~t a 
capacity of over 40,000 cusecs, will probably be the largest irri ation canal 
eyer constructed. 

61. Clearly, Narmada presents a major challenge to the Bank, not only 
in financial terms, but in terms of the engineering and other technical assist
ance that is a concomitant of Bank lending. Narmada should be developed to 
meet the needs of the twenty-first century; experience indicates that without 
involvement of the Bank (or a similar external agency), the tendency may be 
toward a conservative and traditional approach to design that would be more 
attuned to the needs of the recent past than to the future. Th_e __ ~-----
program c tains seven Narmada rojects involving a total lendin of 
US$1,450 million, and this involvement is likely to exten beyond 

62. The large volume of Bank lending to Indian irrigation may create 
temporary problems for both India and the Bank, stemming from I 'a's re nt 
difficult'es i preparing and designing irrigation projects that accommodate 
modern techniques and concepts of efficiency. Aside from basic conceptual 
problems, a weak data base contributes to these difficulties. Thus, frequent
ly the Bank's f~rst step in the project preparation process is a mission to 
recommend not only the data to be collected but also how this data should be 
collected. India is reluctant to employ foreign consu.-ltants for project prep
aration, although in 1979 it did obtain funds from UNDP for this purpose and 
authorized the Bank to expend these on preparatory work for projects destined 
for Bank consideration. In addition, GOI plans to spend very substantial sums 
on improving its indigenous project preparation capacity; US$10 million was 
included for this purpose in the recent credit for the Second Gujarat Irriga
tion Project. These funds will be employed to set up project preparation 
cells at both Center and State levels. While these developments are encourag
ing, 18 months to two years are likely to pass before their impact becomes 
significant. In the interim, the Bank will continue to work with the existing 
indigenous facilities, which may involve some delays in the start-up of 
projects included in the early years of the five-year program period. 
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63. Realizing that the irrigation cannot cover all of India, GOI and 
t~e Gr p ~ increas em hasis to the develo ment o 
agPic~ture under rainfed and drought-prone cond~t~ons. The Drought Prone 
Areas Project (Cr. 526-IN), whic ~s near~ng complet~on, has been successful 
in creating a sound basis for development of a number of farming activities 
under drought-prone conditions. Similarly, GOI and the Bank Group have been 
involved in the development of a number of projects in rainfed areas. The 
program for the next five years contains two projects in rainfed agriculture 
and three in watershed protection in the Himalayan foothills. Results from 
these projects should point the for major investment programs in areas 
which, so far, hav cai¥e~ a 11 share of the development effort. 

64. Finally, we intend to continue our support to projects aimed at 
ensuring the availability of other critical inputs and post-harvest adjuncts 
to agricultural production and those aimed at the diversification of agricul
ture to non-foodgrain crops. Fortunately, a number of strong central organi
zations have emerged in India, and it is now possible to rely on them to play 
an important role in project preparation and superv(sion, thus permitting 
the Bank's own input to be kept within reasonable levels. Repeater operations 
involving the Agricultural Refinance and Development Corporation (ARDC), the 
National Cooperative Development Corporation (NCDC) and the Indian Dairy 
Corporation (IDC) are an important part of the lending program. ARDC has now 
evolved into an efficient institution financing medium- and long-term agricul
tural credit needs all over India. In the coming years, it is expected to 
expand its operations to include short-term credit and other rural development 
act~v~t~es. ARDC would be increasingly used not only to finance minor irriga
tion, but also for a variety of other diversified activities including dis
semination of the innovations achieved through several Bank Group projects ~n 

such areas as tree crops and fisheries. Similarly, NCDC would be used for 
expansion and improvement of storage and crop processing, and IDC would be 
used for modernization and expansion of the dairy industry. 

65. Energy. Proposed lending to the energ~~s~e~c~t~o~r~~r~e~~,"~~~~~~~--
one-fifth of our total program. Part of this is in the oil and gas and coal 
se-ctors. The principal objective of Bank involvement in the oil and gas 
sector is to assist. the Oil and Natural Gas Commission (ONGC) in opt~m~z~ng 
the development and utilization of India's oil and gas reserves, in particular 
the offshore Bombay High and Bassein fields. Planned projects will help 
finance the acceleration of Bombay High development and the development of the 
South Bassein gas field and accompanying pipeline to Gujarat. The exploitation 
of natural gas reserves will provide natural gas as a feedstock for fertilizer 
and petrochemical plants, as well as for limited use in other industrial 
sectors. Since India has limited experience in the utilization of gas, the 
Bank's involvement will help to ensure that the development of this potential 
will be coordinated and phased with the development of natural gas-based 
industries. In addition, the Bank is discussing with GOI the possibility ot 
assisting ONGC in accelerating exploration activity, particularly offshore, 
which is becoming increasingly urgent as the country's demand for oil grows. 
At the same time, the Bank will continue to consolidate the institution-building 
objectives of its first loan for Bombay High development, which was aimed at 
strengthening ONGC's capabilities in planning, budgeting, financial management, 
and project evaluation methods. In the case of coal, we are undertaking a 
subsector study in FY81 which, it is hoped, will result in subsequent lending. 
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Although there is vast scope for productive investment in coal mining, any 
operation in the sector will have to be approached with caution, given the poor 
results of our two previous operations in the sector (both in 1961) and the 
traditional involvement of the U.K. and Eastern Europe. 

66. Electric power scarcity remains a major constraint to India's eco-
nomic development. The bulk of Bank Group lending in the energy sector h~s 
been and will remain for electric power. The Bank Group's main objectives 
in the power sector are: (a) to accelerate the installation of generating 
capacity and promote measures ~o improve the technical levels of operation 
and maintenance of existing plants; (b) to foster the development of a compre
hensive long-range regional and national power planning system which would 
assure implementation of the power development program along least-cost lines; 
(c) to strengthen the management of the sector; and (d) to improve the finances 
of the institutions involved in the sector, particularly of the State Elec
tricity Boards (SEBs). While some noteworthy results have been achieved in 
these areas, much more remains to be done. The Bank Group will focus on these 
issues through its involvement in the power sector. The Government recognizes 
that all aspects of the power sector need to be reviewed and that satisfactory 
solutions have to be found for outstanding sector problems. A high-level 
Committee on Power, under the chairmanship of V.G. Rajadhyaksha, is expected 
to submit its findings and recommendations to the Government shortly. 

67. Industry. The lending program in industry remains highly tentative, 
pending clarification of the Government's objectives for the sector and the 
results of some of our own economic and sector work, described below. Until 
then, the program is concentrated in large part on the fertilizer sector. The 
need for increasing the capacity of the domestic fertilizer industry is 
well-grounded in both demand and supply considerations. As a critical comple
mentary input to water, fertilizer use is projected to continue to grow 
rapidly during the next decade as the irrigation system expands and as the 
utilization of the existing system improves with better water management. 
Even today, fertilizer use is distributed very unevenly among currently 
irrigated areas, with considerable scope for more intensive use. Although 
fertilizer could be imported to meet India's needs, this solution woul~ RUt 
added pressure on India's alreadv vulnerable balance of payments. · 

India has large resources of 
- -n.at:UI-al-·gas B.s well as coal to use as a feedstock and offers a sufficiently 

large market to support plant sizes of international standard. Under these 
conditions, augmented by transportation advantages, domestic production of 
most of India's fertilizer needs is to India's comparative advantage. 

68. Given the increasing foreign exchange constraint in India, the 
industrial lending program will also address other subsectors with substantial 
potential ~r export or for import substitution. Our study of the cement 
subsector in FY80 suggests an important role for the Bank Group in financing 
the substantial expansion planned for the subsector and in promoting sound 
pricing and other policy measures. An ongoing survey of handloom export 
activities suggests that, with careful selection of activities and products, 
economically sound export-oriented handloom investments may be developed. 
Among other subsectors which appear to offer promise are bagasse-based paper, 
petrochemicals, silk and engineering goods. 
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69. The present program does not earmark any funds for ICICI or IDBI. 
However, ICICI is a capable institution which offers an opportunity for 
rapid and sizeable resource transfers. A decision on further lending to ICICI 
will be based on the pace at which the recent thirteenth loan to ICICI is 
committed and the institution's success in progressively diversifying its 
sources of foreign exchange. Lending operations using IDBI as an "ntermediary 
have proved less satisfa x, due 1n t ors beyond IDBI's control. 
Operations in support of the State Financial Corporations (SFCs) haved moved 
far more slowly than originally expected; the first such operation--a US$25 
million credit of February 1973--was closed in FY80 with US$8.4 million 
unutilized and therefore cancelled. The second such operation--a US$40 
million loan of June 1976--is likely to require at least five years (instead 
of 18 months as originally expected) for commitment and is not likely to be 
fully disbursed before March 1983. The third IDBI operation--a US$25 million 
loan of March 1978--which is designed to support projects in the joint and 
public sectors, has been slow in both commitment and disbursement, reflecting 
the difficulty in launching small projects in these sectors. Institutional 
improvements at IDBI have not measured up to our expectations, partly because 
the institution has become over-extended in its effort to supervise some 
40 State-level institutions. Moreover, IDBI's effectiveness in encouraging 
improvements in the operations of the SFCs has been limited by its reluctance 
to impose effective disciplinary measures in support of its recommendations. 
Consequently, before further operations using IDBI as an intermediary can be 
considered, IDBI's own role needs to be clarified and its performance improved. 

70. Projects likely to involve IFC financing in India will generally 
be large and/or technically complex. They would draw upon IFC project eval
uation expertise and equity-funding capability. IFC's commitments in India 
total US$72.6 million to 13 companies (manufacturing steel products, engineer
ing goods, machinery, cables, ceramics, chemicals and fertilizers) and one 
financial institution. IFC's most recent investments in India have included 
an ammonia project (1980) and a participation in a new financial institution 
designed to provide long-term financing for residential housing (lg78) ! An 
additional project (iron/steel) is under consideration. 
IFC maintains a continuing dialogue with Government and local financial inst1-
tutions to determine future areas of collaboration where IFC can best supple
ment local resources and institutional capabilities. 

71. Transport and Telecommunications. The transport bottlenecks which 
plagued the Indi an economy this year have underlined the importance of rail, 
road and port development to the development of other sectors. Movement 
of fuel for power stations, construction materials for irrigation works and 
agricultural inputs is particularly important in terms of the development . 
priorities identified in this paper. The shortage and inefficiency of coal _for steam 

locomotives and the increasing cost of petroleum-based fuel for diesel locomotives 
have made it urgent for Indian Railways (IR) to review its motive power policy 
with a view to increasing the efficiency of its obsolescent electric traction 
and to considerably shortening the period for replacement of steam locomotives. 
Although the willingness of the new Government to take the politically diffi
cult step inherent in sanctioning the import of new technology (and the interim 
import of locomotives embodying the new technology) has not yet been estab
lished, there is reason to hope that this critical step will be taken shortly. 
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In the meanwhile, a number of investment opportunities exist to enhance the 
e-fficiency of the railway system, among them the establishment of remanufac
turing facilities for parts and components to support a unit exchange main
tenance and periodic overhaul program for diesel locomotives, and the intro
duction of an advanced real-time operating information and control system for 
motive power and rolling stock distribution designed to improve capacity 
utilization. Moreover, once the necessary motive power policy has been 
adopted, substantial investment in track electrification and in the upgrading 
of electric locomotives will be required. 

72. The progress of rural development increasingly requires the con-
struction and improvement of rural roads, especially in backward and remote 
regions. After a period of indecision on the part of the Government, the 
first such project, in Bihar, has been revived and is included in the lending 
program. We hope to continue this initiative in the sector, through further 
investments in other locations, during the coming five-year period. There is 
also scope for useful IDA involvement in the ports subsector, especially at 
Nhava Sheva, across the bay from the existing Port of Bombay, which cannot be 
expanded further. A formal Government decision to proceed with the construc
tion of Nhava Sheva Port has reportedly been taken recently. 

73. In its long association with the Indian telecommunications sector, 
the Bank's major objectives have been to help the Posts and Telegraphs Depart
ment (P&T) improve the quality and quantity of service throughout the country 
as a whole and to encourage institutional development within P&T. The most 
recent loan also supported local manufacture of equipment used in the network, 
and sponsored economic studies related to maximizing the benefits of telecom
munications services and to determining appropriate tariffs. A key techno
logical issue in the sector relates to the manufacture and use of switching 
equipment in telephone and telex networks. The Government is considering the 
construction and equipping of a new factory to produce electro-mechanical 
crossbar switching equipment. The Bank, however, has recommended that an 
electronic digital switching system be adopted, not only because of the poten
tial cost savings, improvement in equipment reliability, and increased capa
city, but also because of the clear global trend toward this type of system. 
Therefore, construction and equipping of the proposed crossbar equipment 
factory would not be financed from Bank Group sources. However, if a decision 
to introduce local manufacture of the electronic switching equipment is taken 
now or in the near future, the associated investment requirements could form 
the focus of fut ure lending. In the meanwhile, there is scope for Bank Group 
involvement in specific network upgrading activities designed to improve the 
performance of the existing plant and to maximize its exploitation, thereby 
enhancing the value of past investments in the sector. 

74. Human Resources. As mentioned earlier, a number of projects across 
several sectors of our FY81-85 lending program will have a strong element of 
human resource development. Agricultural extension and research projects will 
concentrate directly on transmitting knowledge of improved agricultural prac
tices to extension workers and, in turn, to farmers. Proposed urban develop
ment projects, which are likely to focus on provision of shelter and primary 
infrastructure, would not only improve basic public health and sanitation 
systems, thereby having a considerable impact on the health and welfare of 
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beneficiaries, but typically provide clinics and schools for residents of 
sites and services and slum areas. Similarly, water supply investments have 
a direct impact on the health and living standards of the beneficiary popu
lation. And finally, projects in many sectors will include project-related 
technical assistance and training components. 

75. In addition, we feel there is scope for direct Bank Group involvement 
in the population, health and nutrition sector during the coming five-year 
period. The problems to b cacl in papnl , health and utrition relate to 
the creation of a service el'~e~ sy~tem which 's more extensive and of et r 
quality than that which now exis s The major constraints will be management, 
mobility and the social difficulties connected with establishing a community-
based system of health and family welfare volunteers. In recent years, con

on family planni g erY.ices per se has been replaced--in the~ 
-~==~'~s~~in ~ng and in our own--b a renewed emphasis on tlie integration 

~~~~~-~lanning and maternal an child health services and support act~vi
ties. This approacH was lncorporatea in the design o the second population 
project, which was signed in April 1980, and which places equal emphasis on 
basic health care and family planning. Both projects are concerned with 
establishing, within available fiscal and human resources, an effective health 
care delivery system from the sub-district level downwards. Efforts to improve 
family planning management and services also have an impact on health care 
because the staff and facilities are integrated. The second project will 
establish by 1985 a pattern of service delivery in selected districts which the 
Government aims to achieve throughout India by 1988. The same pattern is being 
tried in ten other States with assistance from other donors. 

76. The first nutrition project for India, which was a roved · G, 
is also integrated with the rura ea ca~e s stem ~n the project districts. 
It is designed to improve the nutrition and health status of children and 
pregnant and nursing women through a program of nutrition education and of 
nutrition surveillance and food U£P.lementatio 
vulnerable age roug--children bet~en 6 and 36 months o e. 
hig y ~nnovative pro'ect, in the view of both the Government and the Bank. 
The actual content of the proposed projects in the area of population/health/ 
nutrition will be determined on the basis of our experience with this as well 
as the ongoing population/health projects. 

77. Urban Development and Water Supply. Our urban lending has concen-
trated on the pro lems of three of India's largest cities--Calcutta, Bombay 
and Madras. The first projects in Calcutta and Madras supported an integrated 
package of urban services (water supply, sanitation, transport, slum upgrading, 
sites and services); in Bombay and in the recent Calcutta Urban Transport 
Project, our approach has been to limit support to water supply and transport, 
respectively. In all cases, strengthening of municipal institutions, particu
larly their financial and managerial capabilities, has been a major objective 
of Bank Group lending. Bank support to these three cities will continue during 
the program period. Future projects are likely to embrace shelter and related 
services, with special emphasis on municipal institutions and finance. 

78. We have also begun to expand our urban development program by 
addressing the problems and potential of medium-sized cities, where the 
fastest rates of urban growth are occurring. One such project is now under 
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preparation, and the -Government is expected to develop a proposal to assist a 
number of other medium-sized cities in two or three States. An issue which 
will be addressed in this context is the institutional arrangement for project 
financing, including the possible use of the Housing and Urban Development 
Corporation (HUDCO) as an intermediary. 

79. In the water supply and sewerage sector, we have, in the past, , 
adopted a two-pronged approach, focusing on augmentation and improvement of 
the water supply and sewerage system in Bombay, where rapid growth of the city 
has led to serious, health threatening service deficiencies, and on provision 
of low-cost water suppl~ and sewerage services to hitherto-neglected towns 
and rural areas. The former objective was served through our support to 
two projects in Bombay, while the latter approach was followed in more broadly
based projects in Uttar Pradesh, Punjab, Maharashtra, and Rajasthan. The 
future program will build on this established pattern, including continuing 
support for critical metropolitan water supply and sewerage investments as 
well as more broadly-based State-level in~t~atives to benefit currently 
unserviced or under-serviced urban and rural areas. 

ECONOMIC AND SECTOR WORK PROGRAM 

80. The program of economic and sector work continues to give prominence, 
through the annual Economic Report, to the needs of the Consortium and Bank 
staff outside the region for information on and analysis of developments in 
the Indian economy. Special economic studies will also continue their tradi
tional role of providing the basis for policy dialogue with the Indian Govern
ment as well as shaping the context for Bank Group lending. Two major areas 
of investigation dominate the program: the first concerns adjustment to 
recent changes in the international economic environment, and the second con
tinues the analysis of important topics in India's agricultural development. 

81. Three important elements of a medium-term adjustment program for 
India have been identified in the FY80 work program. Further analysis ~s 
planned in each of these areas during the next two to three years. I ade 
policy, an effort will be made to assess the im act of I 's recent im ort 
liberalizat on on o:n impor -compe ~ng an import-using industries (includ
ing, most importantly, export industries). India's growth prospects are con
tingent not only on a more efficient utilization of resources, to which import 
liberalization should contribute, but also on a rapid acceleration in export 
growth. There is accumulating evidence that the current policy environment 
is inadequate to this task. tudies during the coming year are pl~n ed to 
specify determinants of recent export per~ormance for majo co odiLie 
categories and to evaluate olic 

82. A second area in which improved performance can greatly facilitate 
India's adjustment to the international environment is an accelerated program 
of import substitution in certain industries in which India should have com
parative advantage. A study of the cement industry undertaken in the FY80 
ESWP analyzes the policies which inhibited adequate investment in the cement 
industry during the 1970s and led to the current reliance on imports. The 
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effect of recent policy changes on India's ability to meet its projected 
cement requirements was also evaluated. During FY81 a review of the fertilizer 
sector will be undertaken, analyzing plans and prospects for minimizing 
India's import dependence. The possibility of undertaking a similar review of 
the steel industry in FY82 will be explored. 

83. nt of ich will figure ' 
is energy. It is proposed several ~n ~v al 

~s~t~u~~~e:s:=b~e~u~n-d~e-=r~t~a~k~e~n~7i-n~i·n·d~~~.v~i~dual subsectors--coal, petroleum, power--and 
that these be supplemented by an overview of energy development priorities 
with a medium- to long-range perspective. In the coal sector, the objective 
will be to establish the technical and economic basis for an evaluation of 
India's coal development and energy conversion program, leading to the initial 
stages of a dialogue with the GOI on sectoral policies and investment plans. 
Economic work in the power sector will build on the analysis of sectoral 
performance made during FY80 and will pursue, in particular, an analysis of 
efficiency in the · allocation of shortages among various categories of power 
consumers. A beginning may also be made on developing a methodology for esti
mating price elasticities of demand. Further work on the petroleum sector 
will be conducted in the context of the Economic Report and of further oil 
and gas projects, which appear in the lending program. 

84. A review of economic and sector work on India's industrial sector 
was completed during FY80. The report urges an intensification of studies on 
India's industrial exports, supplemented by subsector studies of particular 
industries. The capital goods industry and textiles have been tentatively 
identified. These studies will assist in providing industry-specific, and even 
firm-specific, foundations for the trade and energy studies discussed above. 

85. The other main focus of economic and sector work in the next two 
years will be on agriculture. Work will continue on irrigation planning in 
various States, particularly Madhya Pradesh and Gujarat, which wil_l shar~ in 
the massive Narmada development program. Also into FY81, on-going 
studies of water management will lead to better design of irrigation systems 
to promote the full utilization of the potential created. Economic studies 
in the agriculture sector during FY81 will explore in greater depth the 
options available to Indian agriculture as the overriding requirement to 
concentrate on foodgrain production lessens. 

86. The pr gram of economic and sector work on India draws extensively 
on India's wealth of human and institutional resources, primarily as consul
tants in the preparation of individual reports or background papers for the 
Economic Report. Although full collaboration arrangements have been developed 
with Indian institutions such as the Institute of Management at Ahmedabad, this 
practice is more appropriate and successful with COPD (and particularly DPS)
managed work. In the case of work managed within the region, the time devoted 
to management of local consultants is directly proportional to the quality and 
operational usefulness of the output. With much of our regionally managed 
economic and sector work directly tied to operational issues which often 
materialize at short notice and require relatively rapid analysis, the selec
tion and supervision of local consultants is often logistically difficult as 
well. However, within staffing constraints we will continue to expand the use 
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of local resources to contribute to the objectives of our econom~c and sector 
work on India. 

87. A more detailed description of studies in the FY81 ESWP and a 
summary table of the FY81 and FY82 programs may be found in Attachment 4. 
(It should be noted that neither that Attachment nor the above discussion 
includes all CPS/DPS work on India, which is not managed by the region.) ' 

ROLE OF THE NEW DELHI OFFICE 

88. Total Bank Group lending to India has increased substantially over 
the past five years--from a program of 11 projects and US$894 million in FY76 
one of 16 projects totalling US$1,660 million in FY80. During FY81, we will 
be responsible for su e of 0 o - i ro·e , in addition to 
processing our programs for FY81 and future years. As the Bank's program in 
India has expanded, so too has its need for capable staff posted in India to 
assist in project processing, economic and sector work, and general liaison 
with the Central and State Governments. In response to this need, the capa
city of our New Delhi Office (NDO) has been expanded to allow it to carry out 
a significant portion of our project identification and supervision respon
sibilities, particularly in the agricultural sector, and to assist in project 
appraisal and monitoring of procurement and disbursements, while continuing to 
bear primary responsibility for the preparation of the Economic Report. In 
addition, NDO performs an invaluable function in terms of communications with 
the Government and day-to-day economic and political reporting. In order to 
ensure the successful continuation and expansion of our program in India, we 
will continue to rely on the NDO to play a major role in both our lending 
operations and our economic and sector work. 

SUMMARY AND CONCLUSIONS 

89. India faces the 1980s with a difficult agenda. The projected con-
tinuation of seriously deteriorating terms of trade and the re-emergence of 
infrastructural and supply bottlenecks will put great pressure on the capacity 
of the Indian economy to adjust through more rapid export growth and an invest
ment program designed to reduce import requirements, improve capacity utiliza
tion and provide the basis for continued improvements in agriculture and an 
acceleration in non-agricultural growth. In contrast to the 1973 crisis, 
India faces this prospect from a position of unusual strength. Foreign ex
change reserves are sufficient to allow a transition to a more export-oriented 
trade regime without severe curtailment of imports. Similarly, foodgrain 
stocks are adequate to cushion the impact of one, if not two, years of bad 
weather in spite of the past year's severe drought. However, without appro
priate adjustment, these resources, particularly foreign exchange, will 
rapidly diminish, a process which has already begun. The crisis that con
fronts India is, of course, in large part, the crisis that confronts all 
of the world's poor developing countries; the adoption of appropriate adjust
ment policies by each of these countries will not be a successful response 
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in the aggregate without "structural adjustments" in capital and trade flows 
in the world economy as a whole. Nevertheless, India is well-positioned to 
do its part and to the extent it succeeds, the burden will be eased fo'r a 
major portion of the world's poor. 

90. The ma1n conclusions of this CPP are: 

(a) The composition of the proposed lending program, with its 
continued emphasis on irrigation and energy, is appropriate 
to India's development priorities and policies. The content 
of the program will be reviewed should the new Plan differ 
radically from current expectations; 

(b) India is creditworthy for a significant increase in IBRD 
lending, contingent on the formulation of appropriate 
policies to accelerate export growth and improve resource 
allocation, particularly in the energy sector. In addition 
to increased IBRD borrowing, India should draw on other 
sources of non-concessional lending; 

(c) In order to facilitate the formulation and timely execution 
of projects which most directly benefit the rural poor in 
resource-constrained circumstances, Bank Group participation 
of up to 75% of project cost is warranted for selected projects, 
to be judged on a case-by-case basis; and 

(d) Measures to increase India's access to more rapidly disbursing aid 
are also appropriate. Should India's policies and needs warrant, 
these may include Bank support of India's structural adjustment 
program as it evolves in the context of the next Plan. 
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AgriculturaL Credit • Gujarat 
.~gricultural Credit • Punjab 
Agricultural Cn<llt • Ac<lhra ~ad.aab 
Agricultural Credit • Karyana 
Agricultural Cre<ltt • Taoail Nadu 
Agricultural Credit • !tyson 
AariculturaL Credit - Haharaancra 
Agricultural Credit • Madhya ~adaab 
Agricultural Credit • IJCtar Pradaab 
Agricultural Credit • 8ihar 
Agricultural Cradic - .UOC I 
Aaric:ultural Credit • AIUlC II 
Aaricul.cural Credit - .UOC Ill 
A&ricultur&l Cradic • .UOC IV 
Agricultural Credit - .uoc v 

Wlleac Stora&e 
llbeac Storap U 
Cooperaciw Storap 6o Oinribueioll (!ICI)C) 
NCOC II 
HCOC IU 

Marine i'iaheriu • Clljarac: 
ll&rine Fisheriu - AAdhra ~ub 
!tlland Filbert.• 

Aaric:ultural -on.t.,_nc: - Ileac &eapl 
.t.gricultural Oewlo-nc - ltarala 
Aartc~&ltural Ollftl..,......c • ortaaa 
.t.artcultunl Dnwlo,....t • ICaocli lleurabed 

!""aion/rtood Control I 
!roaioa/llooci Concrol U 

IUD 
IUD 
~ 

~ 

!hroup 
n7' ~, 

10.0 
19.5 
10.0 
6.0 

4.5 
8 

15 
13 
35 
39 

45 

52 
83 
24 

35 
27 . 5 
24.4 
2~ 

35 
40 
30 
33 
38 
32 

7'$" 

6 

s 

34 
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P!!!IA • A.C'l'UU. AlfO fflOPOS!p t.p!!!IliG TH!lOIICH 1985 
(US $ Million•) 

Actual urren.~ 

n76 r!77 rna m9 FYBO !"!81 !"!82 

145 
23 

70 
58 

126 
as 

111 
129 

llO 
175 

235 
70 
75 

70* 
250 
12~ 

18 

600 

200 
250 

250* 

101 
30 

100 

14/4 
17.5 

20 

18 

30 
20 

30* 

,.. 

?roE• 
!"!83 !"!84 !"!85 

~~ 

80 
80 

200 
zoo 
100. 

8(' 

80 
200 
zoo• 

80* 
80 
80 

200 
200 
aoe 

80* 

250* 

200 

100 

Total 
rno-74 

Attac~nt la 
Pas• l of 4 

To cal Total 
rn~-79 !"!80·84 

Total Rese-rv. 
!"!81-85 Pro1ecCI 

50 (81) 

60 (83) 

1 
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'l'hrousll Actual Cu-rnnc ?l:'ouata Total Total Total To tal ReNne 
roi. >1V7~ FY76 rr7 FY78 FY79 FY80 FY8l FY8 8 l'Y84 FY85 I FY70-74 FY7 5-79 FY80-84 FY81·85 Protects • 

!arai Seeds tliRD 13 
Seed oe,.lo-nt I t BilD 25 
Saed DevalopaRnt n IDA - 16 

excansion ~nd ~search - Aau11 IDA 
Exc:ention and Research • Sihar IIlt. 
C:xc:enaion and Research • lolelt Bengal IDA 12 
exuuion and ReMarch - Madhya Prad .. b tilt. 10 
€xcenlion and Research • ltajaachan IDA 13 
exunlion • COtOpodte tilt. 2' 
National Reoearch tllil. 27 
! xtansion ... Ke rala IDA 10 
£xtens ion - Tamil N&du tilt. 13 
Extension - UnUentitied tllil. 30 

Drought Prone Areaa tllil. 35 

Rainfed Agriculture - Pilot IDA 40 
~ainfed A!lriculture II tilt. 50 

Horticulture ~euing & Marketia& • ti.P. tiio\ 13 
!lorticulture Proeeuinl & Markedlll • J6il. tiio\ 14 
C.ashewnuc: O.v.Llp-nc tllil. 22 

Fonacry Tecbnical A•aiacaoc:.e I~ 
Forestry • Soeial/U.1. tllil. 23 
Fo>testry • Co-olty/C" jarat Illl 37 
l'o rc.cry • Socl3l/Weoc 8enpl tllil. )'* 
Forutry - CoGiurcl.al tllil. 100* 

A~nc"lcurol ILartaco • Bihar Illl 14 
Agricultural H>lrkeco • ~ysore tllil. a 

D:liry - K&rnacaka till 30 
Dairy • Rajoath.an mt. 16.4 
Dairy - Madhya Praduh IDA. 27 . 7 
National Dairy [ tiio\ uo 
Natio""l Dairy Il IDA 130* 

Tree Cropo mt. sa. 
Kamacak.a Sericulture Illl 54 

Sult•total Asrlculture t llltD 94.3 170 14 52 184 
tot. 526.4 340.1 u 307 664.3 343 796 s~ 823 900 1090 1070 469.9 1678. s 4136.0 4410.0 

-- --~ ..... ~- ·---------- ..... -. :....z::.===;: . .• 
-~~ .__.. __ -. . : ~--=-~~~ ,.:'-- -~,- --.. -~- -:-~ - ·· - -~ 

Sokaro • KDnar !!ID 18.3 
Durgapur IliiD 2' 
Durgapur tllil. 18 • .5 
Trollli>ay Powr (Taca I) IliiD 16 • .2 
Tr.-ay excenoion (Tata II) !!ID 9 . 8 
iCoyna I !!ID 23 
KOytW !I tllil. 17.3 
~othagudaa I tllil. 20 
Kotbagudea II !!aD 14 
S.aa cq .. ipooonc tllil. 23 

I.'<Ner Tranlllliulon I !!ID 70 
Powr Tran1aiulon II mt. 75 
Power Tranaaiaaion III tllil. u 
P~nMr Traooaiuion tv mt. 130 
P~nMr Tranaaiuioa !I ti&D/:mt. 50/lSO< 

Rural !lec:crification I tllil. 37 
~ural P:lectrtftcacioo II tllil. l75 
Rural £1eccrif1c:acion III Illl 130* 

l.'tNer • Siosrauli thax-l tllil. uo 
P~nMr • l'l"Oolbay III tha.--1 IliaD 105 

P~nMr • Korba 't'he.-l tllil. 200 
Powr • a-&UIIdaa the.--l !!ID/:mt. .50/200 

l.'tNer • Sinsrauli the..-l II mt. JOO 
I.'<Ner - Korba 'l'he ... l II tllil. 250* 

Powr - Yarraka n.e.--1 !!ID/tllil. 23/W 
I.'<Ner • KDel IC&ro !lydro tllil. ZJO 
PooNr • !adravact l!ydro !!aD 250 
p,_r • -11"""- fhe..-1 II tllil. 250 

p,_r • lla!lhcha Zalu-1 !lydro IBID 230 
- • Farraka n.e ... l II :mt. 190* 

Coal !U.ain1 tuD 35 
Coal tl1ni1ls • IISCO U&D 19.3 

a-Day K1ift Ofhbore tuD 130 
01.1 and c.aa O.V.lopoootlt II IBID 200 

Oil &Dei C&a l)owlo-ot III UID 200 

Coal O.V.~nc tllil. 80 

Suit-cocat • !Mrv aaol ,_ .. UID ZJ3 uo 105 50 25 200 %00 uo 300 305 673 950 
tllil. %39 207 uo 200 375 523 230 250 380 270 130 160 932 1673 1300 

·· ··· ---· ·-------- ·- ·· - ·· - I.--- . ·- -- . - --·- ·- --... --···---·- .. -- -·· 
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I'hr<N!jh ActUAl Current Prosraaa Total Total Tot-a;:·---r;<~~:=-7 __m.;, ~~ r'£77 FY'8 FYn ~Y80 FY8l !'Y8 fY83 oys4 tvS" FY10-74 :Y75-79 FY80·84 FY8t-85 Pro ·ects 

Populadod I II». 21.2 
?opuluion II mA 46 
i'lutritioa tDA 3% 
Agrtcultural Untwrsittu tlll l2 
Population, !lealth, Nut:rition • Uaidenctfied !BRD 50 
?opulacton, ilaelt:h, Nutrition • Untdeadfied IIIID 

"' Sub•total • liUIIIaft ftaiOUt'C81 IliaD 50 so 50 100 
Ill#. 33.2 78 33.2 78 

ICICI I IliaD to 
ICICI II IliaD · to 
ICICI III tBRD 20 
ICICI tV tBID 20 
ICICI V I!RD 30 
ICICI VI !BRD so 
ICICI VII IBilD 25 
ICICI VIII tBRD 40 
ICICI IX IliaD 60 
ICICI X IBilD 70 
ICICI XI IBilD tOO 
ICICI XI! IBID 80 

· I CICI XUI fllB 100 100 (84) ICICI XIV 

lOBI (Sl'C) I I!lA. 25 
IOBt (Sl'C) II !BRD 40 
IDBI I IllllD 

Steel • liSCO I IliaD 31.5 
S Corel • ISSCO II IliaD 2D 
Steel • IISCO III IllllD 30 
Steel • Tata I IBilD 75 
SteeL • Tata II IllllD 32.5 

Industrial lmporta I Ill#. 90 
tnduotrial Iaq>orts ti II». too 
Industria 1 lm!>orts It I II». 150 
tnduocrla l laqtorts IV Ill.\ 65 
Induatria 1 laqtorts v tilt. 125 
Induotrial llllpurta VI Itlt. 75 
Induatrtal Imports Vtt II». 75 
rnduotrial Imports VIII IllA too 
Induotrial Impons tx Ill#. 150 
Industrial Iorporu X II». 200 
Induatrial Imports lCl llltl• 200 

:"erti.lizer ... Coc:.h.in II». 20 
Fen:i lizer • Corakhpur IDA to 
fertilizer • Nan~~&1 tDA 58 
Fertilizer • Trotlbay tDA 50 
Fertilizer • trFCO IBID · 109 
Fertilizer • Sindri tDA 9l 
Fertilizer • Induatry IDA lOS 
Fertilizer • Thal IJRD· 250 
hrtilizer • lladra IDA· 250 
Ferdli:er • Parad .. p I!llD/!Dt. 160/40 
Fertili:er • Otaeributton Illlo tOO 
?ereilizer • c.aa aaaad IliiD 250 
Fertillzer • Oiatribution II IDt. 210 
Fertilizer • Induatry II IllllD 250 

Cement IBilD 200 
Hand looou Induaery II». too• 
Ponacry • Induatry IDA 180* 
Pulp &ad Paper IBID 250* 
!llgioeerin& Induatry IDt. too 
Induatry • Unidentified II». 100 
Tuaaer Silk IDt. 60 

Sull•total • Induatry IUD 521> 209 40 t05 250 100 160 200 250 250 %50 170 604 960 1110 
mt. 1093 291 J05 290 100 280 210 26o 563 596 880 1140 ---.. ·----- .. ·-----·-- ~--· · I 

TeiAc_,ntcaciono I IDt. 42 
Talec-icatiollo II II». 33 
Teluo:,,.IIWiicacioas III IDt. 27.5 
Tel•c-icatioao !II IllllD 27.5 
TaiAcOIIIOUDie&ciona IV II». 78 
Talec.-.nicationo V IDt. 80 
'rele.._..,icactoaa VI IBilD 80 
l'el•c-nic&ciolle VII IBilD 1ZO 
TeiAc-cattoao VIII mt. 
'rale.._icactoaa IX IDt. 200 

Sull•toca1 • telec-..icac iooa IJJD V.l 80 120 200 
IDt. 260.$ 250 200 158 250 450 

--- --· ··-·· ... - --· --·-·--·--·-·- ···.------ _____ .., ___ ~ · -- ·-----·-
Soooloey POrt tlll 11 
Madraa Part IIIIID 1.4 
calcutta Pon ! IBID 29 
Calcutca Pore !I IBID 21 
Air India IBilD '·' ~ava Slwva Pore II». 250 
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Throuteil i\ctu.l Current !';:<>_!!.~---- ----- Total To·c·~£· l ro:at ~ocal Reset"Ve 

FY74 ~ ?'(76 FY77 FY78 FY79 FY80 FY81 FY82 FY8J FY84 1"YS5 FY70-7 :. FYi5· i9 i"YHO - d4 FY8\-d5 Pro 1 a~es 

R&t\;~ays I a/ URD J4 
Ra11,..ya t:r I!RD 90 

Rail-y. III IBRD 85 
Railways IV I!ID 50 
Railwaya V IBI!D 70 
Railways 1/1 I!RD 50 
Railway. vn t ill 67 .s 
Railwaya VUI till 62 
Railway• IX till 68 
Railways X till 55 
RailWllyS XI IDA 75 
Rai h"'Y' XII till 80 
Railways Xtii tilt. uo 

Ra ilways Modernizac.ion IDA \90 
Ra1.brays Modernization II Int. so. 
llai.l~o~aya !1.oder11hatiou ttl IDol. so-
Shipping IIl.t. 83 

Rural Roads - Sihar till 2.5* 
Rural Roads .. Aaaaa Ill6. 30 
ll i!,<h-ys IDA. 60 
Rural Roads • Unidentified till 50 
TranspoTtacion • llnidencified IBID 100 

Sub•total - Traasportacion I!ID 448.6 200 200 
IIl.t.. 568.5 1.10 190 275 50 80 so 293 300 405 455 

-------·--------· 
Water Supply - Somba7 11». 55 
Water Supply - Uttar Pradesh. till 40 
Watar Supply • Pun jab Int. 38 
Watar Supl'lY • lloolbay ti IIl.t. \96 
Water SuppLy • Mah.araatu:n till 44 
Water Supl'lY - Hadns lilt. uo 
Wa te r Supply - Ra jasthan IIl.t. ao 
Water Supply - Cu j arac IDol. 30 
'-iacer Supply • Sihar IDol. 50 
Water Supply - Taai l Nadu IDA so. 
Water Supply - Madhya Pradesh. IliA 100* 
Water Supply - Karala till 65 (831 

IJ t"ban Oevelopmant - ilolol>ay Il till 80 
i.l rbun Oevo lo \>Nnt - Calcutta 1 Ill6. 35 
Urban Oevelo-nt • Calcutta U IDA. 87 
Urban !lew lo-ne - SOIDbay UID 2.5 
Urban Qava l o-nt • :,Wdras till 24 
Calcutta Urban Transport IllA 56 
Urban Deve lopeenc • !'iadra• n It». 5' l!rbaa Oevelop•nc ... c.atc.uct.a III till 1001> 
Urban DeveloptMnt - K~npur tDl loa" 
Urban OevalopeaRC - ltod. Size Citlaa IIl.t. 100 
Urban Oevalo-nt - Unidancitiad IDf. 100 
Urban Oevalo-nc • UnidaRCitlad till so 
Urban Develo~nc - ltod. S1ze Citiaa IDA 100 (3 2) 
Urb•n Dev•Lo,..nt - Hadru IliA 75 (84) 

Suh-cotal - water Sll!'ply and UrbaR IBID 2.5 2.5 
llevelo-nc lilt. 90 40 24 87 282 136 165 1SO uo 250 250 90 433 811 925 

- --------.··~-~-. -.-.. ~-: ... · i'li'ft ·~==--=-=-:=~-:;~- =~-=~-~-· 

Structural Ad just•nt !Ill lOO (82) 
Structural i\djuaco.nc lilt. lOO (83) 
Struct11ral Adjuac.ont till· 100 (84) 
Struc:t11nl i\djuat•nt lilt. 100 ( 85) 

:-.~-~--- ·-.a.· .. ~~..:.. -~.- -----=-.·~ . ~-. 

LEIIDI!IC l'ROCIW1 I!ID 1327.6 209.0 210.0 269.0 330.0 300.0 123.0 360.0 200.0 500.0 500. 0 800.0 22%.0 13\8.0 1685.0 2360.0 
tllo\ 21110.6 ill.l ~ ~ 951.5 ll9l.O 1535.0 ~ 1600.0 1720.0 1900.0 l 980 .0 1767 .l 3939.6 8235 .0 8680 .0 
to cal m!:.l ~ ~ U2.:.Q. 1281.5 1492.0 1660.0 ~ l8oo o ~ ~ lmU 1989 . 1 ill7:6 9920 Q 11040 . 0 

(Til) (145 . 0) (14.0) 
!l .... r \03 l2 tl 13 17 13 16 13 14 19 18 22 43 66 80 86 

(of ...,ic:ll tllo\) (61) (10) (8) <') (13) (ll) (14) (ll) (13) (16) (16) (17) (39) (H) (70) (73) 

Landins l'ro"'"a'" ln ConatallC 
FY80 Ca..it"Mnt $ 1.346.3 12110.8 964.0 1497.1 1606.0 1660.0 ~719.6 1577.6 1828.7 1861., %035.1 4413.7 6694.2 8647 .a 9022.9 

Co.aic.onc Oef l acor (l'TSO • · lOO) 62.4 69.8 77.8 85.6 92.9 100.0 107.0 tl4.1 121.~ l28.9 136.6 
Standb,. Projac:ca UID 250.0 so.o 

IDf. fl 7.85.0 ~ ~ ~ 
total m:o ~ UZQ...!l. ~ 
!fUIIkr -r- -7- 6 a s 

----- ------· 
!1 Railwya ti caeprbe<l of f""r ... paraCA l and t.RC a,eraciacu • . Standl>y PraJ•c:u. 

6/l6/3u 
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t!IDIA • SUHHAB.Y OF 8AHIC GROUP ANll OT!i£ll OFFICIAL W mtNG 
-~ 

n.rou&h Actual Current E"t'osram Total total To cal SECTORAL OISTRI!trrtON OF 
SAHIC GROUP COMMI!M!NTS ('1.) ?Y74 ?Y75 ?Y76 ?Y71 ?Y78 ?Y79 ---rna ?Y81 ?Y82 ?Y83 l'Y84 ?Y85 ?Y70-74 fX75-79 l'YS0-84 

A~iculcura &lid Rural Devalo~t 
en•rJY 
tndu.otry 
p.,... .. 
Population, ~ealch and ~utrtcion 
Telecoamunicaciona 
tranaporcacion 
(Jr!>an Oaval.oplllent 
llatar Supply 

To tal 

• aA.~K GROUP D ISBUJ\St.!i!NTS (USS.a) 

u 
~o/s i.nc iudin~ undiabur•ed 

excludinl undi.sburaed 

[K RO ~ Gro~• Disbur•••nc1 
• RepaytDenta 
• ~ec Oi.•burse•ncs 
.. tucer•sc. and Charae• 
.. ~t Tranafer 

I SKill (flA 

--.(:ros• ui.sburseCMnca 
• Repa~ncs 

~lit[ ut ::~burs.mencs 

! n t~ rw»C and t:h<&rll•• 
.iet T ran•f•r 

(!liD EXPOSURE ('1. ) 

ra!Ul Diaburs•ant/tocal Gro .. 
Ot.abura-.ncs 

[l!!Ul DOD/Total OOD 
(!liD Oabc Sarvi.ca/Tocal Debe S&1"Yica 

C~I'I'MEm:S fRDI1 OFFICUL SOURCES (USSal 

15 40 21 lol 52 23 4a 28 4.\ lol 46 39 26 35 
1 20 ll 9 3 3 

39 60 39 8 17 6 24 17 24 19 18 37 23 
10 23 20 24 28 33 14 14 17 18 16 8 21 

1 5 2 2 1 
1 11 14 1 8 4 

25 l2 13 15 9 15 6 
1 5 5 2 2 
1 19 3 4 3 6 

100 100 100 100 100 100 100 100 100 100 100 100 100 100 

?:/ }./ ~ 5/ 6/ 7/ 
2136.0 2,8.3 2973.0 3666.7 f><JY/ .4 

~~~:w~tUl' =:~~~1~~U!' 1m::i'1~~~:~1~~:; 2~~t~ 1180.0 1393.9 1641.6 1933.2 2949.C 

1093.0 41.5 )5.8 94.3 175.3 163.5 168.2 225.6 261.7 291.6 339 . 9 390 . 8 198.7 SL0.4 
627.8 52.6 55.2 57.6 75.4 73.3 86.6 93.6 74.6 77.7 85.2 106.2 237 . 6 lt4.1 
4.\5 .2 -21.1 ·19 . 4- 36.7 99.9 90.2 81.6 132.0 187.1 213.9 254.7 284.6 -38.9 196.3 
473.2 32.3 26.9 33 . 6 42.6 55.5 58 . 2 76.2 89.8 106.2 127 . 6 152.1 149 . 9 190 . 9 

-8.0 -43 . 4 ·46-.3 3.1 57 . 3 34. 7 23.4 ss.8 97.3 107 . 7 127.1 132.5·188.8 5.4 

2846.3 480.2 551'.5 598.7 497 . 2 538.3 725 . 8 975 . 6 1254.9 1527 . 0 1810.4 2026.1 962 . 3 2665 . 9 
634.1 58.2. 61.6 66.4 86.0 84 . 1 100.7 110.6 96.2 107 .7 122.4 152.6 243.9 356.3 

2212.2 422.0 489.9 532.3 411.2 454.2 628.1 865.0 1158.7 1419 . 3 1688.0 1873.5 718 . 4 2309 . 6 
544.9 48.1 4.5.7 57.4 69.2 83.4 87.1 U4.5 13&.6 158.5 190.3 226.3 202 . " 303.8 

1667.3 373.9 444.2 474.9 342.0 370.8 541.0 750.5 1024.1 1260.8 1497 . 7 1647.2 516 . 0 2005 . 8 

Actual ~oJec:tad 
1975/76 tm/77 1917/78 1978/79 1979/80 1980/81 198ll82 1982/83 !ill.!!: 1984/85 ~ 1990f9t 

1.7 3.9 9.6 10.6 12.7 10.8 9,4 9.9 10.7 11.0 12.0 12.4 

3.5 3.4 3.7 4.2 5.0 5.5 5\9 6.4 6. 7 7.1 7. 4 7. 7 
11.3 10.6 11.3 u.o U . 9 14.2 \l.l 13.1 15.7 19.4 22.2 27.1 

695.1 '%4. 5 566.3 606·.8 6a6.6 n8.% 513.1 876.1 941.'9 1,01!.5 1,073.3 1.t.36.0 

Concesat.on.al Loana 
OI.C 285 . 6 537: 5 443.0 302.2 482'.0 532.0 571.9 614.8 660.9 710 . 4 753 . 0 1,001 . 7 
OPEC 1,154.3 Ul.4 225.3 :~a.a 
tDA au.o 824.0 1,.554.5 1,370.0 
Cl'! 

1,480.0 1,600.0 1, 720.0 1,900.0 1,980.0 2, 098.8 2,308.7 

~on•conc:asaional Loan.a 
t B!Ul 
Othar 

100.0 
149.0 

313.0 
58.1 

339-.6 

269.0 275.0 
33.2 58 • .5 

290.0 360.0 400.0 450.0 500.0 550.0 583.0 780.0 

3,.201.0 1,.5.56 • .5 2,700.4 2,83.5.8 2,828.6 3,130.% 3,387.0 3,661.0 4,002.8 4,252.9 4,.508.1 6,032.4 

t/ Aa of cha and of the tiac:al yoaac .• 
'it The excluan!la lodjua.,..nc of $65.5 aillion aa of JUDe 30, 1974, luaa beea U.Cladecl ia cllaM fil"fte. 
l/ The axchanga adju.CMnt of ~64.9 million aa of J,_ 30, 1975, luaa beea .lJscluded 1A theM fiauna, with a deenaae of $0.6 aillion since J,_ t974. 
41 The excb&np adJu•c-oc of $29.4 ai111oe aa of J- 30, 1976, baa be«D U.Cl-d .US th&M fi[IUA8, with a deenaM oi ~35.5 lllilliaa o.lJsca J..,. 1975. 
l/ The axdtanga adju .. Mnc of $44.1 lllill1oo •• of J- 30, 19n. luaa beea iDe lUlled .US ChaM fil"fta, with a decraaM of $14.7 Olillioa siAca Ju.,. 1976. 
6/ The axdtanga lodjuac-nc ot $99.4 lllillion •• of J- 30, 1978, luaa been iacludoad 1A chesa figurae, with a decraaae of $55.3 aill1ou since J- 1977. 
It The· exchanp adjua.-nc of $116.4 aillioa •• of Juae 30, 1979, lua• been iKluded J..a. thasa fil"ftl, vicb a dacftaM of $18.3 million ol..a.ce J..,. 1978. 

Note: &ll d&u. l.n chis eao1a rwfl.acc o/a -•• &lid t....,aacciou of 1oaaa oold co third Parciea. 

42 
5 

19 
19 

1 

100 

l l4U.2 
6076.3 

1287 . o 
417.7 
869 . 3 
4n.o 
loll . ) 

0296 . 7 
531 . 6 

5759 . 1 
685.0 

5074.1 

To cal 
?Y81~as 

40 
~ 

21 
16 

1 
4 
6 

100 

.13344 .& 
7148.6 

1509.6 
437 . 3 

1072.3 
551.9 
520 . /o 

7594 . 0 
589 .3 

7004 . 5 
824 . z 

6180.3 



LAUD AREA (THOUSAND SO. KM.) 
TOTAL 3287.6 
AGRICULTURAL 1824.0 
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INDIA - soClli INDICATORS DATA SHEET 

mDIA REFERENCE GROUPS (WEIGHTED A VF;RAGES 
· MOST RECENT ESTIMATEL!. 

MOST RECENT 
1960 .f:9..· 1970 J:g_ ESTIMATE J:g_ 

!.OW INCOME 
ASIA & PACIFIC 

!fiDDLE INCOME 
ASIA & PACIFIC 

GNP PER CAPITA (USS) 

ENERGY CONS!fl1PT!ON PER CAPITA 
(KILOGRAMS OF COAL EQUIVALENT) 

POPULATION AND VITAL STATISTICS 

60.0 

108.0{£. 

POPULATION, :1ID-YEAR (MILLIONS) 434.9 
. UREArl POPULATION (PERCENT OF TOTAL) 17.9 

ro PULA T!ON PROJECTIONS 
PO i'ULA 'LION L'l YEAR 2000 ( ~ILLIONS) 

STA7IONARY POPULATION (MILLIONS l 
y-;:.AR STATIONARY POPULATION IS REACHED 

?0 Pl"-ATION DENSITY 
?ER SQ . KM. 
PER SQ. KM. AGRICtn.TURAL LAND 

POPULATION AGE STRUCrtfRE (PERCENT) 
0-14 YRS. 

15-64 ns .. 
65 YRS .• AND ABOVE 

POPULATION GROW'ffi RATE . (PERCENT) 
. TOTAL 

URBA N. 

CRUDE 8 !ltTH RATE (P ER THOUSAND) 
CRUDE DEATH RATE (PER THOUSAND) 
GROSS REPRODUCTION RATE 
FAMILY PLANNING 

ACCE?TORS, ANNUAL (THOUSANDS) 
USERS (PERCENT OF MARRIED WOMEN) 

:oOD AND NUTRITION 
INDEX OF FOOD PRODUCTION 

PER CAPITA (1969-71•100) 

PER CAPITA SUPPLY OF 
CALORIES (PERCENT OF 

REQUIREMENTS) 
l'ROTEINS (GRAMS PER DAY) 

OF WHICH ANIMAL AND PULSE 

CHILD (AGES 1-4) MORTALI!l RATE 

HEALTH 
---uFE EXPECTANCY AT B ntTR (YEARS) 

INFANT MoRTALITY RATE (PER 
'mOUSAND·) . 

ACCESS TO SAFE .WATER' (PEllCENT OP 
PO PULA"l'ION) 

!OTAL . 
URliAN 
RURAL 

132.0 · 
247.0 

40.0 
56.5 

J.5 

1. 9 
z. 5li, 

43.0 
21.0 . 
3.2 

64.0 

98.0 

93.0 
52.0 
17.0 . 

28.0 

43.0 

ACCESS ro EXCRETA DISFOSAL (P~CENT 
OF FO PULATION) 

TOTAL 
URliAN .• ; 
RUUL 

POPULATION PER PHYSICIAN 
POPULATION PER mrRSING PERSON 
POPULATION PER ROS?ITAL SED 

TOTAL 
URl!All 
lWltAL 

ADMISSIONS PEll HOSPITAL SED 

ROUSING 
~GE SIZE .ot HOUSEHOLD 

wrAL · 
ORBAN 
R.URAL 

AVERAGE !lUMBER Ol" P!llSONS PD. ROOM 

5800.0L!. 
9630.0L!. 

2149. O.L!. 

5.;2 
.5. 2 
5.2 . 

TOTAL Z:.6 
URBAN. 

llJUL 

ACCESS ro EL!CTUC!!Y (PERCENT 
OF DWELLINGS) 

TOTAL 
URBAN · 
llURAL 

90.0 

141. Ols_ 

547.6 
19. 7 

· 167.0 
308.0 

42.5 
54.6 

2. 9 

2. 5 
3. 3. 

4Q·.o 
17 •. 0 
2.9 

3782.0 
12.0 

102.0 

92.0 
51.0 
15.0 

22.0 

48.0 

134.0 

17.0 
60.0 
6.0 

18.o 
85.0 

1.0 

4890.0 
5220.0 

1629 •. 0 

.. 

.... 

180.0 

176.0ls_ 

643.9 
21. 7 

974. l . . 

1645.0 
2150 

196.0 
353.0 

41.4 
55.6 

3.0 

. 2.0 
3. 3 

35.0 
14.0 
2.4 

4714.0 
16.9 

103.0 

91.0 
50.0 
13.0 

18.0 

51 ~ 0 

33 .. 0 
83.0 
20.0 

20.0 
87.0 

2.0 

3617.0 
567.5.0 

1289.0 

.. -

s. 2 
. 4.8 
. .5. J 

197.9 . 

. 166.0 

20.8 

193.2 
409.6 

42.0 . 
55.0 
3.0 . 

2.2 
). 9 

37.4 
14.6 
2.6 

1.5.6 

101.4 

92.4 
49.8 
12.0 

17.9 

so .. 8 

30.2 
66.0 
20.0 

17.7 
71.3 

6322.7 
9459.0 

17.58.4 
.502. 9 

10524.1 

... : 

894.8 

842.4 

39. 1 

376.1 
2350.4 

40.4 
56.2 
.3.4 

2.4 
4.1 

28.7 
7. 9 
1. 9 

39.0 

116.9 

108.9 
60.3 
18.8 

5.3 

63.0 

52.8 

42.4 
62.1 . 
29.7 

52.8 
7.1-.1 
42.4 

4120.1 
2213.6 

819.4 

28~8 



1960 

::DIICATION 
. ~ . .-usn:o ::NROLl..'iEN'l' lAIIOS . 

?!I.D'.A&Y: TOTAL 61..0 
!W.Z so.o 
FEMALE 40.0 

SECONDA&Y: TOTAl,. z.o.o 
1'W..Z JO.O 
FE.'ULE 10.0 

'lOCAl'!ON.U. · O:..~OL. Cl or SECONDAB.Y) a.o 

PUPIL-n:.ACHER lU.UO 
?ltiMAS.Y 29.0 
SZCONDAi.Y 16.0 

A.OUl.I LITE:iUC"! R.A'I'E (PE:!C~I) 28.0 

CONSU!'.PT!ON 
?ASSENGt:lt cas· P£1. !HOUS.WD 

POPUU.!ION 0.7 
ti.ADIO UCEIVEltS PES. rHOOS..uiD 

?OPIJ!..\l'ION s.o 
TV RECE!VEltS P£3. TROUSAND 

POP!Jl..Al'ION 
~WSPMU (."'llAIL Y GENERAL . 
urrDEsT") C!RCUU.l'ION ?ER 
:HOUSAND ?OPUU.!IOU ll . 0 
CI~Eh.\ AMNUAl. A'I''!ENDA.NC E ?ER CAr!!.\ 4.0 

UBOR ?ORCZ 
:orAL L.ADOR FORCE (!HOUSA.'IDS) 189761.:. 

FEMALE (PERC~!) 

AGIUCU1.!URE (PERCENT) 
iNDUS'IltY (?E.i.CENTJ 

PAB.'I'!CI?., TION a.\ I.E (PERCt:...'IT) 
TOTAL 
~W.E 

FEMALE 

ECONOMIC O£l'ENDE.'ICY U1'10 

!NCO~£ O!ST1I3UT!OM 
E'ERC~.NT OF E'RIVATE INCOME 
U:CZIVED .aY 

!U'GHEST 5 ?!RC"'~T or HOUSEEOL~S 
.HiGHEST 20 PEII.CENT OF ::!OUSEHOLDS 
I. OW EST 20 E'ERCENT OF nOUSEHOLDS 
LOWEST fo() . PERCENT OF liOUSc:ROI.DS 

?OVEII.TY !ARGZ! CROUPS 
ESTIMATED ABSOLUTE 2!Jvi.RTY t~COM£ 
l.ZVEL (US S E'ER WI '!A) 

{JUAN 

R!JltAl. 

!.ST:nU'I'ZD a..EUnVt POVERTY !~iCCME 
U:VEL. (US S ?t:R c.u' !TA) 

tJU.\H 
aULU.. 

tsTIMA.nll POPIJU.'I'!ON atLO~ A.6SOLUT! 
POVEi.T! UICOM.E LEVEL (PUCE.l'f!) 

UiJWf 
iUUL 

!tot ave.lla.b la 
Not ··~~liu.bla. 

31.) 
74.0 
lLO 

43.0 
57. 1 
27.9 

1.0 

Z6. 7 
51. 7 

.:..1 
lJ, 0 
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!YDIA - SOCIAL ~ND!CATORS DATA SHEET 

£2. 

INDIA 

!'!OST RfCEm' 
L970 ~ C:ST~TE 

72.0 ao.o 
87.0 95.0 
53.0 64.0 

29.0 Z8.o · 
39.0 38.0 
17.0 t 8.o 

6. O.£.i 

40.0 42.0 
17.0 

. JJ.O )6.0 

1.0 1.J 

21.0 24.0 

0.1 a~ s 

L6 .0 L6 .0 
6.) J.a 

22C6i0.5 ::522:35. a 
)2.6 
74.0 
d .O 

~o. 2 
52.3 
27. 1 

t.l 

26. J/!1 
.:.d. 9th 

Oo ilh 
l7. z7h . 

)2,0 
74 .0 
L1 .0 

J9.Z 
51.J 
:6.2 

1.1 

88.0 
' 76.0 

40.7 
47.9 

12. 

REFERENCE GROUPS (~E!Cn!!D AVEP-~CES 

- ~S! aECENT ~ST!~~TZ)L! 

LOw !NC~E 
ASIA & ?Ac:nc 

80.9 
94.) 
66.7 

26.6 
)4.8 
18.2 

9.9 

41.1 
. 20.5 

40.9 

1.8 

25.8 

2.4 

LJ . ~ 

29.4 
Hi . 5 
ll. 6 

)7.9 
51.3 
Z3.7 

1.2 

101. a 
86.3 . 

~IDDLZ INCOME 
ASIA 0. ?ACIF!C 

98.6 
99.2 
9 i. i 

55.5 
50.7 
1.9 .9 

LJ, 7 

)4. 6 
28.5 

dS.J 

9 •. 0 

us.') 

39 .4 

4 .<; 

36.8 
51.9 
21. 9 

39. 1 
48.5 
29.6 

1 .1 

t92.l 

182.5 

The grou9 averas .. for ucil itldtc.acor ue po9u.l.'atio11--i3hted ar1thmet1c ceena •. Coverage of countries 
· a.o~ ehe · itlliicacora ciepe~a ou ava.llabU.1cy of dac.a aaci u not un'i!ora. 

. . 

On.Les. ochervise aocefi, ciau !or 1960 refer to any year ~et'l•l•un · 19.59 anci 1961; for ' 1970, · ~4.t'.leen 1969 
auci l9H; .a~ for Moac iecene~e, .. be~een 1974 ._ anc1 1978. 

J.s Solic1 fueJ. c .o11Ven1on factors revised, l.J 19.51-60; Ji 1962; !.J.. 19.58; ~ ~967; 1h 1964~5. 

April, 1980 
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OEF!NI!IO~S OF SOCIAL INDJCATORS 

~ioces: Alc:hough che data are drawn . from sources generally J udged the oosc auchor1ca.t1V'! and reliable, t.c ihould also ~e noc<!d. chat they m.~y not be incer
~nally c.~m.i)arable because of the l ack. of standardized c!efinitions and concepts used by different .:ouncries in. collect!ng che data. Th.a data are~ nona
cheless. YS~ful co describ~ o rders of rna~nitude . indicae a e. rends, and characterize certain :c.a j or: di fferenc.as between countries. 

!he r:efe i-ence groups at-a ( l ) the same councr;· group of the su0 1ecc country ao.C ( ~) a country group '"'ich somewhat higher average t nco~ae ch8.n ehe co unc:y ,.;roup 
of c~e ~uc j ec: co•.Jntry (except :or "Capital Su rt>lus Oi l Ex~orcers-" ~roup ~o~here. · · ~ tddle rnccm.e ~orth Af rica and !'!iddle Ease" Ls chosen ~ e c. ause cf s c.:onsr;er 
socio-cc.ltura.l aff inities ). .!n c.he reference group dac.a ::he avera.~es are popul.u:ion l.:e:ighted ~rit:.hmatic· means t or ~ac.h i nC! cac o r and shown onl y 'Jhen a.t 
:.ease half o i ::he coun tries ln a: group has da t a Eo r chac. indicator. Since the coverage o f . countries among. the i ndicators depends on c.he. availabili:y o f 
data and is not uniform, caution ~ust bt e.xer.c1.sed i ;t relac.1ng avera~es of one i ndicator co another. ~~~~~e 'lverages .1re on i ?" l!Seft..:!. i n compar i ng :he v..tlue 
o( tJ ne i ndi.c~cor at a cime among th~ country aAci reierence groups . 

t..-\..'ID A!l.E.I ( thousand sq.km.) 
~ tocal :iurface .Jrea com.prisin~ land area and i nland t.~aters. 
~ulC•.Jra~ - Es tit::~.ata of a~ric.ulcural a ce& used :: emporaci ly or permanently 

:o r c ro!)s, ?astares , m.a.rk.et and kit ·:~en &·ardens or to lie fallow; 1977 data. 

GNP ?ER CA.P'ITA ( USS) - G~P per capita estimates a c. current llarket prices. c.al
cul.ic.ed bv same convel-sion cec.hod as World aaok. Atlas ( 1976-78 bas1s); 1960. 
l970 , _ and . l9 73 dat3. 

E~ERGY I.O:'ISLI)-I.PT!ON ?ER CAl' l!A ~ Annual consumption of commercial energy ( coal 
and ligni:.e, petro leuc., natural ~as and hyd ro- , nuclear and ! eothet"'""-al e:lec ... 
tricicy) Ln lc.ilograms of coal •quivalent per capita; l960, •970, and L9'78 
dac.a. 

?OP~UTION ~10 VITAL STATISTICS 
Tocal Po oula:t.ion !lid-Year ( ::~illions) - .-\a of July l; 1960, L9iO , and 1978 

dac.a . . · · . 
(."':':,an ?ooul.:Ltion ( parc:.ant of toc.al) - Ra tio of urban' co total ;>opulation; 

i.! i ff erenc· def ini ~ icns o c urban a reas may t~!'lect com~arabil i t y o f daca 
;}m;ong count=ies; 1960, ~970, and. 1978 data. 

?ooulation P':'oie.ccio:t.s 
Poould.t io n in vear 2000 - Current population projection• are bas.ad on 1980 
. total ?Opulation by a1a and sex and c.heir mort.alicy .md fe rtility rata& . 

?rejection par.llllacars :or =orcality rate• colllpTise of three Levels assum
i ng life exp«c.tancy at birth increuing •.d.th country's per cal'i."ta inc~me 
Lnel, and faaah life expectancy stabili:ii:og ac 77.5 years • . The para
mater• tor · fa rt111cy rata aJ.so hav• three lava.L.s ~•s'Uming dacli·c.e in 
fertility according :o inco•~ level and paat . f .m.ily planning perf~n,aa.nca. 
E3ch counc.r"/ i s chen as1igned one of these nina combinations of mortality 
-ind fartilHy trands f or projection pul'JlOS... · . · 

Stationary oooulatii:n - tn a sc.attonary popu.l.&ci.o.n c.ha~a is no grovth sia.c .. · 
the birt;h race is e.qua.l :a c.he d-each rac.a. and. also the age stnu:cura re
:wins conStant. !his is achieved onl y after f ertility race• dac.l.ine co 
the replac:.ement leve.J. of unit :tlilt reproduc.:i.on rate. when each generation 
ot !oi'OlD.an replaces ie.se:lf axac:cly . the· stationary populatiOn size was 
a.scimac.aci on the buia of the projected c.haractariatics of c.ha population 
in the year 2000, ancl c.~e race of dacline of Eartility rata to replace- · 
ment level. 

Year JtilC.ionary pooulacion i s reached - Th• year "lheft stationary i'Opu.l•cion 
Jizt h.:~.s 'a•n reac.hed . 

Ponuiation Dans it.y 
Par 39 • . :.-.m. - liid-yur population par •q~are lc.ilometer ( tOO ha~tar .. ) of 
· cotal area . 
?er 39. km. asricultural land .- CC'Ulputaci a• above for agricultural land 

only. 
Fopuh:ion Au Struccun ( percent) - Cllildnn ( 0-L~ years), ... orlr.it~g-aga (15-

04 years), ·an(i rac.ire.d ( 65 years and over) a• percentages oi mid-year pol)u
Lation; L960, 1970, and 1978 daca. 

Pooulacion Growth aace (percent) - total - Annual grovt:h race.s of cota.l. mid• 
year ~opulationa tor 1950-60, 1960- 70, ancl L970-78. 

?ooulation Crovth Race (earcent) - urba.a. - Annu.a.l grow~h rates of urban popu
lations for 1950-60, L960-70, 1nc! L970-78. 

Crude .3ir-th Rata ( OJer thousand) - Annual l ive birtha per thousand of t!lid-year 
PO?ulacion; t9 60, 1970, an;1 1978 data. 

Crude Death Rate (oer r:houaand.) - AJu1LLA.l deaths per c.h.ou•and of m.ict-yur 
?Opulation; 19,60, 1970, and L978 data. 

Cross Reoroductton h~a - Average number oi dau;htars a woun will bear i n 
her a.ot"ID&l i:'e?rociuc.cive period. if she exl)e-riancas prasea.-c a~e-spaciiic fa r
:ilicy ratea; usually Eive-yoar averag .. e.nding in L960, 1970, and 1977. 

Family Planning - Acce"Otors AMu.al ( thou.aac.cla) - · Amu.lal owabcr of ac.captors 
at ~irtn-control 'devicu under au.picas of aation&J. taai.l.y pl-annini progra•. 

familY Planning - C5ars ( perc: ant of urri~ct r.rom.en) - Percaa.t.al• of urT"iad 
•o101:1en of Ctlild-baarina ' &ge (l5-44 years) <Ji'IO uae birth-control devices tO 
&J.l urriad woaen ill ~aae ag• group. 

l'OOD .UID !IIJTRITION 
t ndex of Food Production oer Caoita (1969-7l•l00) - Inciex of per ca~ita annu.U 

productt<>n ot ail food co1IIIDO<iitiea . Production axcludu seed and fee<! and 
!.s On c:aiandar · jear basia. CoCIIIDOclitiea cover primary goocia (a.g. sugarcane 
i iUtaad. of sugar) whic...'1 are edible and c:oucain nucrien~s ( e.g. coffee and. 
c::aa are · ex'Ci~t4~ . Agaragata production of each e ounttT is baaed on 
utional 'average ?)'O<iucer prii:e weights ; L96l-6S, 1970, and 1978_ data. 
Par cap1ta suoolr Qf c:alories ( parc:ea.t of reouirementl) - Com~uctd fro•· 

energy equivalent of net food iupplies avail.lbla !.II country per capita 
per day. Available supplies co"'l'rise do• .. tic prodi.c;tion, U.por:s Lesa 
exports, mci c:hangaa 1n stock.. Nat su~plies exclude ani.JIIal feed, sa.da, 
quantities use<! in food pracesai!lg, and Losses in distribution. Requira
OIIItlts were estimatad by FAD bu.G Oil phyeiologi~al needs · for nar:ul acti
Vity and health con•ideri.Dg anv"t.ronmental ta"'paracure, Ood.y vaighta. aa• 
and sex distribution of popul.acion, and ailovins 10 ~erc ... t for . .., .... at 
houaebolci level; 1961-65, 1970, +nd 1977 data. 

i?er captca :tuoplv of orQtein (srus ?er day) - · PT"otet.u concenc of par cap1t.t. 
. !let supply of fooc! per day. 1/et :Npply _of food ~s .de_ftned as a~e. Re-:
quir-c'a for all coUDtl.'iea established by USO.t. p-rovide for llliniaJID 
"llovance of 60 grama of cocal protein per day and 20 graaa of ani.luJ. and 
pulia protein, of "hie!! tO gr..,. "'ould ba aniaal procain. These stalld
arda ara lover chan thou of 73 gr.,.. of totu protein ami 23 graaa ot 
anilll&l protein u aa.. averqe for the world, propoaed by ~AD ill t!w Third 
world Food Surve,.; L96l-6;, 1970 'ao.t L977 data. · 

l"ar capita prouin· suopLr fr010 aciaal and pulu - Protein SUllply of food de
rived froa animals and puis .. ill sraaa per day; 1_96-l-.>3, . l970 and 'U77 data. 

Child (aa .. l-4) Monality Race (per thousand) - AIIDU&.l d .. tll• per thouaand ill 
age sroup 1-4 years, to children in ttlia age group; fat' lOCIU develop ill& c:o=
triea data derived fro• life tablu; .1960, 't970 ancl l9n data. 

!I!ALTR - - . -
LUa Ex!!ece~ncy at Birth (yurs) - Averase !I...Oer of yaara of lit• r-1n1n.1 

ac birth; L960, ·1970 and 1978 4aca. 
Illfazit tiortality !!Ate (eer thouaand) - Allllual duthll ot illfaats .....ter Olle year 

of as• pee tl\ou.oand live birtha. · · · 
Ace••• to S.at• . tlater Cpcreaa.r: of pop\tlar:ion) - c:oca.L, urb&a anct rural -

~...U.er.af people ( total, ucbu, alld' rural) wieh roasc>Mble acca .. co sate 
..,&tor suppl1 (illclud .. t'Caati.c! surface vetaCS or UDtraated OUt UACOilt&IOinated 
<-~ater such u that f; 0111 protecte<l bo<:anolee, spC1nga, and saniu....,. "ells) •• 
percuta&es of their rupactive popW.atioll•· til 10 oirb ... aru a pulolic 

-follllu.in· or standpoat Locacac! <~oc mora th&A 200 -ten fra. · a houae IUY be 
coaaidara<i .as baias. v1.thin rU.aon.able ace.~•• of c:h..ac hoq:aa • . In rur&;l .aru.a 
ruaoaabla . acc:e .. would !.apl,. tbat the houaevifa or saabera of tba houullold 
dD not bave to spend a 4iJillroporeioaaca part of the day ill fetchuc the 
family's w_,tar n.eecl•. . 

topuJ.ac!C"n oe r 1-'hVSL ·;lan - t-op u.lat lon <l.L.vtc.ad. by nua.oer o c pr.J.ct::.c.u:.g ;> ny-
sic. ia:l::. ~ :.!al 1r': ~c ~ o r.: a ~ed.ica.i s.:.hoo! 1.:. • .. unv~rsLt': l i!! ve.!. . 

?opulat i on per :-1u rs1.ng ?erson - ?opulac. ion Civ t Ced by numOer .;,t ;lr&ctic!.ng 
mala and tema.le ~ ra.duate nurses, ? rac tical. nurses, and .l.Ssiscant ::.u rsl!s. 

Population per HosPital Sed - total u r~an !l rur~l - ~onuia~ion ( c ~ cal , 
u rban, .1nd r:.:.rai) C.ivid ~td by ;:heir respecti \ nu.moer o r hospu:al ~~as 
available in public ~nd pr iva te ~eneral and speculizad hospital and ~•

. habil.itat1on centers. ·Hospitals are escablish.mants pe.rmanen.c.ly staffed 
)y a t l east one ?hysician. · Establishments providing ? rinc.ipallv ~.1scodial 
care ar• riot i ncluded. Ru ral :-tospitals, however. i.nclude heai;h anct :r.edic~l 

· centers not pet"manently staffed by a ph.ystc;tiln (but by a o.edic:al .assistant, 
:turse, midwife, e tc. ) t.~hich offer i n-patient. a.ccoft!IBOdac..L.on and provide a 
ti~nited range· of medical f acilitias. For scati~tica l purl'oses u rban ~o~pi
r:al s include WHOs ?r.inCipal gener.:tl a nd soecialized hospitals. and ~: uraJ. 
hospita Ls loc al o r rural ho!.pit.als and t1edical .1.nci m.aternit\" centers. 

A<!:nissiorts :ler Hosoita l 3ed .. Toc.a.l number oi admiss-i.ons to · or discharges 
f rom hospita.i.s d i vHie<i by t.he number ot · ~ ed.a . · 

HOCSillG 
---:w;rage .S!ze of Ho usehold (oersons oer household) .. total. :.t rban ami l:'.!ral

~ household consists of ~ group ot individuals •Jha share l!.vi n'il quart-ers 
and. their :na.in fnaals. ·A boarder o r lod~er :uy or Uy noc: be i:tc·J.udeci La 
the househo l d fo r s caciscical pur.,oses ~ 

Aver&!t nucber of >:Je rsons ~er ~oom - eota.l, urban, and rural - Average num-
. b~r of persona per roo"" iu all urban , and. ru:a.i oc.c.".lpieci conyent.1ona.l 

ctvellings:, respectively . Dwellings e.xel.ucie non-permanent str-J.cturea anct 
· unoccupied parts. · · 

Acc:ess to Electricity ( percent of dvellings) - · t:.ocal urban·, .Jed . rural -
Conventional dv~llinga • .. d.Ch · eleetricity . i n living quarters as pare en cage 
ot toea~. t..lrban; and N't'al dv•lling.s .respec.t1:vely. · 

EOUC.\T!ON 
~d Enrollcent Ratios 

?ricarv 3Chool. - coc.al :::1ala and f ezr:ale - Cross total. !ll&l• and femala 
<!;nrolUen~ of all ages at c~e ~rimary ltvel. as. pe-rcenta,aa of respective 
primary school-a~• ?Opu1at1ot~s; no.,...lly i ncludes childt'an a&ed 6-ll 
years bl.l'C adjustsci fo r different lattiths of i)rii:lary edw:acion;' fo r 
countries t.~i.t.h universal aducation ea.rollm.ent a ay exceed. t OO perceo.t 
sine• soma pupils ars belov or above the of:~cial school age. 

Second.arv !Chool - ectal. ::ale and femala - Cocapu-ced as above; secondary 
i.du.cation requires at lea.sc four years of approved primary 1nstructioni 
provides general. •rocae icnal, o r :.eacher t:-ainir.~ instructions f oY' ~up ill 
t..l.su.a.lly of 12 co 17 years o~ a.ge; .:o r:-!.tpond.enc:a courses c1re generally · 
excluded. . 

Vocational enrollcent ( pere•nt of secondary) - VocatioMl ins titutions 
t.n.clude :echnic.al. i :tdust":ia.l, c r other ~ro~rams •Jht.ch O?trac.e i ndepea
dently or as depar:ments of 3econdary :..nsc.i:uti.ona. 

?uoul-teaeher ratio - orimary , and secondary - Total .Jtudents an rolled in 
primary anct secondary l evels d iv ided by nw:1bers ot teachers i a. the 
cor't'aspond.ing levels . 

Adult li taracv rat.a ( percent ) - l.i~ar.ate adults {able to read and •.rrice) 
a.a a pet'cancage of e~t.al adult popu.iation aged 15 years and over· 

CONSUMPTION 
~ Cars ( par thousand !Jopula.c.ion) - Paa.senser care c.om.9rise. ~oeor 

cars seating l es• than eight persons ; ....xcludes ambulance•~ hearses and 
military vehicles. 

~dio Receivers ( per chousanct eopulac1or) - All en•• of :-aceivars for rad..i) 
broact.c:aats to genera.l i)ublic per ;hous a.nci of population: axcludes unli
c8n.sed receivers in countries and in year.s when ::-egistra.cioa of radio sees 
\las t.n eifect: data f or ·recant years oay not ~. coe.parable line• ClOSt 

. ·councrias abolished. licensio.g. . 
ffl Receivers ( p@t> c.ttousaa.d ooQul.ation) - 1"V receivers for broadcast to 

i•ner:al public per chouaand population; axclwies unlicensed rv receivers 
in countries a.nci !..a. years vnan reaistracion oi TV s acs t.~as t.n af!acc. 

Sewsoaper Circulation ( cer .. chouaand oopulact.on.) - Shows tha avera,. ::i rc:.uJa
tioa. of *'daily "J•naral inter'est newspaper " , ::iefine<l •• a P.eriodical pub
lication devoted priaarily to record in& ~aneral !leva. it ls considered 
to be ndaily!' if 1t ap\)ears at leaat fo ur ci::u·s a week. 

Cinema Ancual Attancianee 2•r C~oita oer Year - 3a•ed on the number 9f 
eic.Ucs sold ciurinS the year, 1.ncl~1ng ad.::isaioa.s eo drive-in .o:inema5 
and. !n.Ob.ile unit:. .s. · · 

LABOR FORCE 
~ot' Force ( thou•at\d.s) - Economically acti 'ta persoa.s, including 

armed forc:.es and unca'iJloyed but excluding hou•ewives, students, etc. 
Definitions ia. varioua countries .art not comp&rabla: 1960, 1970 aa.d. 

. L978 data. · · 
Feaala ( percent) - F-...ie labor forea 4S percantaga of c.ot~l · labor E~rce. 

· A!5jricultu-r.t ( percanc) - Labor force i n fa.nsin.g. forestry , nua.cing ana 
fbning as ~ercencasa of ·total 1abor · force; 1960, L970 and l978 dua. 

Ind.ustrv (percent) - t..bor force in 1111ning, cOft..Struet~on•, auutufacturtng 
and electrtcity , v.acer and ~u as parc:anta§a af total labor force; 1960, 
1970 and 1978 daca. ·. 

?ar~icipation Race ( perc:aa.t) .. co cal :tala. and. f&aale ., PartiCi?&Cioa. or · 
ac.civity racas are .c.oall)ut.ed. a.s total, ~a.la, and fe~le Labor force ~• 
parcea.c.as•• of ectal, u.la and fault popu.lation ot all a&•• raspe<:tively~ 
L960, 1970, and 1975 data. These ara It.O's portici?at1on racoe reflocting 
aae-su 1truc:tu.re of t.he P.Opu.l&tion, .a.n~ lona tia.e trend., A fev esti-
Utll are troa national sot.arcee.. · · . · 

Econoalic Oependa"cz !tatia - R.atio· of ?Opulation under 15 and 63 and over 
to tbe total labor !orca. · 

!NCO!m OISTU!UTIOII 
Percentage of Prtvau Inc:001e (both in cash and kind) - Receive<! by ~ichest 

5 p•reant, richest 20 perc•nc, poorast ~0 percent, aad poorest 40 parcea.c 
of bouaebolda. 

POV!ltTT '!'AliCE! GROUPS 
itstimatac! Abaolute Povarri tncoae ~evel USS oer ca Ha) - .arban and rural

Abaolute poverty inCQU Level ia that !.nc010a laval below wbicn a o ni 
""tritionaJ.ly ac!equace diat pl"• a .. ential non-food. raquireaellts is not 
affordable. - . · · . . 

E•tiluted. Relative Pove~~Y toeou Level (US$ oar caoita) - utby atld · j)Jial - . 
Rural relative povert,. it~eoae lav~l is one-thir<l oi avauaa ?et ~apita 
P.eraOil&.l illcoae ot' tb.a c!oU!It,Y. · Urban. le•1al is derived ! ro• the rural ·_ 
level with adjuat'!le-a.t for hil!bar coac- ·ot livt"' ~n urban areaa. 

:ac'!aat.H Poo\Uaciot'l Selov Ab'loluce Povactf tncoaaa laval C parc:~ct) - urban " 
~ - Perc&At of ~opulacioll ("rb&A and rural) who are abao1 .. ca poor . 

!c,.noiOic anc1 Soc:ial Data Otvis1Dil 
- ic......tc Aaa.Lyai.e ancl Projection• Cepareuftt 

April, l980 · 
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INDIA • ECONOMIC INDICATORS 

Amount 
(111illion USS at 

Annual Growth Raeu (~) 

~dicacor 

NATIONAL ACCOUNTS 
Gross doiiMistic product !I 

Agriculture 
Induacry 
Services 

ConSUIIIliCion 
Gross i nvestment 
Exports of GliFS 
Imports of GNFS 

Cross na ciona l savings 

?KlCES 
GiiP"deflacor 

Exchange race 

Cr oss domestic produce 
A~riculture 

Industry 
So~rvices 

~OOSWUl'tiUO 

Cross lnvesctnl!nt 
Exports GNFS 
Imports GUFS 

Croos national savings 

Pt:BLIC F'1NI\NCE 
Current revenues 
Cu-rrent i!!Xpendicures 
Surp 1us 
Capital expenditure 
Forei;;; , financing (nee ) 

.ER INDICATORS 
GNi' growch (7.) 
CNP P"r capita gr<>Wl:h race (1.) 
Energy consWIIl'rion growtt\ rae .. (7.) 

!COR 
~targinal savings race 
tmpore elueicicy 

current prices) A C T U A L 
1978/79 1974/75 1975/76 1976/77 1977/78 

117 ,405 • .5 -0.2 9.2 1.6 8.1 
42,930.8 -t. 9 11.8 -5.2 12.6 
2.5,452.1 0.6 5. 7 10 . 2 5.2 
36,319.8 2.8 6.9 5.4 5.3 

93,.53.5.2 0.5 9.5 -2.1 9.8 
28,278.1 8.0 6.2 6.6 7.4 
8,548.2 7 .s 14.2 19.8 -t.6 
9,176.8 -11 • .5 5.2 -t.s 28 . 0 

2,,,93 . 0 ·2.4 13.3 19.9 7. 7 

92.2 88.0 93.7 97.1 
7. 976 8.653 8.939 8.563 

Share of GDP at Markee Pricaa (~) 

(ac cumne price•> 

1960£61. 1970£71 197~£76 1978£79 c£ 198~£86 

50.8 48.1 43.2 41.0 3.5.3 
19.4- 20.9 22.6 24.3 27.5 
29.8 31.0 J4·2 34.7 37 .1 

86.5 82.7 79.8 79.7 75.7 
17 .2 18.6 22 • .5 24.1 24.0 
4,4 ~I 4.1 6.4 7 .J 8.3 
7.5 !!/ 4.6 8.2 7.8 7. 9 

13.8 16.6 20.9 24.9 24.9 

Aa 7, of GOP 
1960£61 1970£71 1975/76 1978£79 e7 

11.8 14.4 18.5 19.1 
11.3 14.1 16.0 18.4 
o.s 0 . 3 2 • .5 o. 6 
6 .5 5.2 7.4 8.1 
2.6 1.5 2.1 0,8 

1960/61.- 1970/71- 1975/76- 1980/81· 198,;86-
1970/71. 19'75/76 1980/81 1985!86 1990/91 

3 .4 2.6 2.9 4.5 4.8 
1.1 0.5 1.2 2.6 3.0 
6.7 4.9 5.0 5.0 5.0 

4.9 s. 6 6 . 0 S.l 4.9 
0.3 0.3 0.4- 0.2. 0.2 
o. 7 0.4 2.2 1.1 1.0 

'!I At marl<ac prices; co111p0nencs an expra .. ed at facto-c- coae and will not add due co exclusion of 
nee indirect caxea and subsidiea. 

~I Excluding non-factor services. 

~/ E:stim.ace. 

ESTI~ATE 

1978/79 1979/80 

4. 9 ·2.5 
1.9 -8 . .5 
6.5 •0.4 
5.8 ·1.2 

s.s ·2.4 
9.2 -2.8 
0. 9 -0.1 
7.9 -2.4 

4. 7 -6.7 

100.0 113 .2 
8.206 8.104 

1960/61-
1990£91 1970/71 

3. 7 
31.7 1.8 
29.9 5.1 
38.4 4.8 

7.5.1 3.2 
24.0 5 .s 
9.0 3.0 
9.3 0.4 

2.5.3 s. 6 

Accach!Mnc 3a 

PROJECTED 
1980/81 1981 /82 1982/83 1983/84 

4.6 4.6 4,6 4.6 
3.0 3.0 3.0 2.8 
6.0 6.0 6 .0 6.3 
5.3 5.3 5.3 5.3 

5.8 3.1 4.5 4.5 
0.2 9.1 4.6 4.6 
6.2 6. 7 6 . .) 6 . 3 
4.3 4.9 5.4 4, 7 

-t.1 9.0 3 . 2 4.4 

Average Annual Increase (7.) 
(ac eonscant 1970/71 prices) 
1970/71- 1975/76- 1980/81- 1985/86-
1975/76 1980£81 1985/86 1990/91 

2.4 3.6 4.6 4.9 
t.5 0 . 8 2.9 2.6 
2. 7 5.0 6 . 2 6.6 
3.9 4.1 5.3 5 .6 

2.0 3. 7 4 .3 4. 7 
4.4 4.4 5.3 4.9 
7 .o 3.2 6.4 6.5 
0.8 7.8 4.9 4.9 

4.6 4. 9 4.9 4.5 



Indicator 

External Tracie 

Herch.anci1za &Xporu 
Jur: e aa.anuiacturea 
Tea 
Cotton textiles 
Oil cak .. 
Sugar 
Engineering goocia 
Iron and s tael 
Leach.er prnci=ta 
Ottlar• 

:-terchand1ze !Jaports 
~oocigraina 

E'OL 
Fert1l1z:ars 
Ir:>n anci steel 
Noa•farrowo -tala 
Edible oib 
Cotton and fibers 
Others 

!ti£!.! 

!:."<port Price Lndex 
Import Price lndax 
Terma of trade index 

tndi.cato c 

~orts 

Juce unufaccuns 
Tea 
Cot con caxtiles 
Oil caltu 
Sugar 
Znginearillg gouda 
teach.•r products 
Others 

I111ports 
foodgrains 
Fen1Uzera 
POL 
Others 

DIRECTION OF TRAO! 

!1 1975/76-1978/79 

A.aaount 
(million US$ 
ac. c.arrenc 
pr1cu) 
1978/79 

6,976.2 
203.0 
'14.9 
243.8 
141.1 
160.8 
852.3 
140.2 
430.4 

4,:189.7 

s,~oa8.o 
144.0 

2,043.0 
597.0 
572.0 
324.0 
649.0 
329·.9 

3,829.1 
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AtU~Dt 3b 

tND a - · mE1!NAL TIWl& 

AIIDWI1 Grovt:b Rataa ('t) 
(at CODataDt 1978/79 pric .. ) 

ACIUAL ISTIHAT! PROJECTED 
i.ml7s 1j]S/76 1976/77 1977/78 1978/79 1979/80 1980/81 i9at18i (§8z/Sl 1983/84 

5.6 12.7 u.s - 6.6 1.8 - 1.6 6 • .5 6.6 6/+ 6.6 
- 2.6 - 2.9 -12.7 11.7 -40.4 31.6 2.0 2.0 2.0 2.0 
18.4 - 6.6 14.0 - 7.1 ·23.5 2.9 2.5 2.5 2.5 2.5 

-40.8 u.s 44.1 ·29.6 -14.1 1.5 5.0 s.o s.o 5.0 
-33.6 26.8 71.1 ·54.3 -u.2 27.8 s.o 5.0 5.0 5.0 
192.3 79 . 3 -53.2 -86'.2 621.1 45.6 2.0 2.0 2.0 z.o 
91.5 ·19.3 36.2 1.7 2.1 -15.0 ll.O 11.0 u.o 11.0 

-46.4 207.9 315.5 ·29.3 -44.1 -81.1 300.0 s.o s.o s.o 
-16 • .5 26.5 -22.2 17.6 9.2 - 5.6 10.0 10.0 10.0 10.0 

2.9 11.8 20.2 0.4 9.9 - 0.9 4•7 6.6 6..l 6.S 

-11.7 3.6 - 6.6 32.4 10.3 ·2.1 4 .. .5 4.9 s.s 4.9 
29.9 44.0 -:14.5 -81.5 1.1 

- 7.8 - 5. 9 3.2 6.4 4.5 u.o 4.5 -0.8 7.1 5.0 
29.7 -21-2 -18.2 34.1 23.6 4.8 - 3.2 ll.l u.o u.o 
l8.7 -45.1 -2o.J 2.S.O 60.9 -22.8 - 0.4 1 • .S 0.8 

·19.5 ·U.4 43.2 20.4 12.6 7.0 10.0 7.0 7.0 7.0 
·8!h0 46.1 H8.9 700.1 ·26 •. 7 4.8 • 9.1 
-58.6 46.0 87.8 130.6 ·36.0 6.0 6.0 6.0 6.0 6.0 
-40.6 · lS.O 14.4 83.3 24.8 -u.s 7.8 17.2 7 .9 4.5 

,.s 76 • .5 78.6 91.1 100.0 111.7 123.9 133.4 1/ol. 7 l$4.5 
94.1 103.2 98.5 92.1 100.0 130.3 153.8 16.5.7 181..5 198.3 
80.2 74.1 79.8 98.3 100.0 8.5.7 19.9 80 • .5 79.1 79.9 

c._.,ateioa of HoorchaadiM .Trau (1.) Awrau Annual Incnua ('tl 
,.c curreac eric••l 

l98s/a6 
!!' 'lml;iD' ~978£Z2 aE~SiiU} 

1960/61 1970/71 1975 76 1978/79 1980(81 1990/91 1960/61- 1971/72- 1975/76- 1980/81- 1985-86 
1970/71 1975/76 1980/81 1985/86 1990/91 

2!1;-' 12.4 6.2 2.9 ~~ 2.7 2.2 • 3.4 - 1.0 - 3.8 1.9 2.0 
18.7 9.1 5.9 5.9 4.8 3.8 3.1 - 0.3 1 • .5 -3.1 2.5 1.5 
8. 7 5.1 4.0 l.S 1.2 3.7 3 • .5 1.8 l.J - 1.5 5.0 3.0 
2.2 3.6 2.4 2.0 1.8 2.2 1.9 7.1 3.7 - 4. 7 5.0 5.0 
0.4 1.8 11.7 2.3 4.4 lo.6 3. 7 n/a 108.9 - 7. 2 2.0 2.0 
2.7 1. 6 10.2 12.2 11.0 U.lo 16.2 20.6 1.5.4- 5. 9 11.0 ll.O 
lo.l 1.0 5.6 6.2 6.1 7.1 8.2 8.6 2.6 0. 7 10.0 10.0 

lo2.7 58.8 54.0 65.0 6-'-' 61.5 61.2 5.1 8.2 7 .o 6.4 6.1. 

u.s 12.5 23.8 1.7 - 3.3 18.5 ·56.5 !,1 
l .. 4 6.1 ll.O 7.0 6.3 10.0 12.6 17.0 10.9 6.6 12.0 12.0 
6.1 8.3 22.0 24.1 41.6 42 • .S 45.2 4.9 1.9 6.2 4.2 5.0 

76.7 73.1 43.2 67.2 52.1 1.7 · ' 
42.2 - 1.9 - t..2 21.7 4.5 .:..o 

Shan of tracia Yith. Shan of. Tracie ..ttl> Shan of TracWI ..ttl> Shan oi !rada wich 
tnduac:Dal Co\ltlc:r1s• !ll Dew Lo2t..o1 Cou.nCI,•• !lJ ~~;:i sua~~;o~;i !xpon~;;,m Eaourn §uroo.o and VSSR !'-l 

1960/61 1970/71 197H76 1960/61 1970171 L975/76 1960161 1970/H 1975/76 

64.8 49.7 49.8 21o.4 20.9 19.9 3.0 5.8 U.J 7.8 2J.6 17.0 
77.9 63.7 61.2 13.4 14.7 5.8 4.7 7.1 u.o 4.0 1J.9 11.0 
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INDU • EXPORT DETAIL 
Attac:h .. nc 3c: 

(USS <IIi llions) 

Indicator 
73/74 1974/75 1975/76 1976/77 1977l78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 

A. Cons cane (1978/79) l'ric:ea 

J ute lllAnufac:curej 
Tea 0. 1 341.1 331 . 1 289 . 2 340 . 5 203 . 0 267.2 272.5 278 . 0 283 .6 289 . 3 

Cotcon textiles 2. 7 547 . 7 511 . 8 583.5 542.2 414.9 426.8 437.5 448 . 4 459 .6 471 . 1 

Oi 1 cakaa 3. 7 250 . 9 279 . 7 403.0 283.7 243. a 247 . 5 259.9 272.9 286 . 5 300 . 8 

Su!lar • . 6 190.3 241.3 412.9 188.7 141.1 180.3 189.3 198 . 8 208.7 219 . 1 

En c~ ineering Sooda ?. 3 193.8 347 . 5 162.5 22 . 3 160.8 234.2 238.9 243 . 7 248 .6 253.6 

!ron and • reel l . O 746 . 4 602.7 820 . 6 834.4 852.3 724.4 1104.1 892.6 990 . 1 099 . 8 

t eac her Produces L. 7 21 . 7 85.3 354 . 4 250.7 140.2 26 . 5 106.0 111 . 3 116.9 122 . 7 

Others l . O 340 .6 430.7 335.1 394 . 0 430.4 406 . 4 447.0 491.7 540 . 9 595 0 

To tal goods ) . 4 2 810 . 0 3 309.3 3 976 . 9 3 993.2 4 389 . 7 -.~07 . • 4,616. 7 4 918 . 9 5 , 22.5 . 7 5 ' 562.1 
NFS , . 5 5 448.5 6 139 . 4 7 338 . 1 6 . 849 . 7 6 976.2 6,920.7 7,371.9 7 856 . 3 8 ,361. 3 e, 913 . 5 

Total GNl'S . . 4 848 . 2 1 049 .6 1 275 . 0 1.622.2 1 . 572.0 1 627 . 4 t. 706 . 2 1 ,830 . 0 1 954 . 6 2 .052.3 
I. 9 6 296 . 7 7 189.0 8 613.1 8.471.9 8 548.2 8,548.1 9,078 .1 9,686.3 10 ,31.5. 9 t O, 965. 8 

3 . Price Indices Cl978179 • 100) 

Jute manufac:rurea 
Tea .4 109.1 81.6 71.8 84.0 100.0 131.0 103.5 114.5 12.5 . 6 138.0 

Cotton textiles .s 52.2 53.5 56.2 122. 7 100.0 98 .4 101.2 108.2 116 .1 123 . 6 

Oi l cakes . 1 79.3 66 . 6 74.2. 92.5 100.0 106 . 2 112.6 121 . 5 143 . 1 163 . 4 
Su-:ar . 8 63 . 2 46 . 2 63.5 82.5 100.0 91 • .5 88.6 112.3 135 . 2 143 . 6 

Englnettrin~ Soods . 9 219.3 1.57.1 100.2 101.9 100.0 123 . 8 168 . 6 183.1 248.2 270 . 1 

!ron a.nd s teet .5 59.9 19 . 2 77 . 2 86.3 100.0 113.2 125.0 134.. 4 144 . 5 t55 . 3 

teacher produces . 0 95 . 2. 92.1 91.7 86.3 100.0 113.2 125 . 0 134. 4 144 . 5 155 . J 
Ot hars . 7 60.9 61.2. 78 . 9 80.6 100.0 113 . 2 t2.5 . 0 tJ4 . 4 144 . 5 155 . J 
To tal gooda . 0 74.4 73 . 9 81 . 7 91.9 100.0 111.3 124 • .5 134.8 141 . 9 152.1 
m=-s . a 76 . 6 76 . 1 78,4 92 . 2 100.0 111.3 122.5 133.2 143 . 5 154 . 3 
·r.nal CNFS . 7 68 . 2 78.6 80.0 86 . 3 100.0 113 . 2 12.5.0 134.4 144 . 3 155 . 3 

.a 75.5 76 . 5" 78.6 91.1 100.0 111.7 123.0 134.4 143.7 154.5 
c. Cn rrenc Prices 

Jute !Uanufac tures 
Tea <o 312..1 290.0 22.5.0 286.0 203.0 3.50.0 282 . 0 Jl8 . J 356.2 399 . 2 
Cor to n text ilea 14 285 . 9 273.8 327 . 9 665.3 414.9 420.0 442.8 485 . 2 533.6 582 . 3-
Oi 1 cakes 214 199.0 186.3 299.0 262.4 243 . 8 262.8 292.6 347.9 410 . 0 491.5 
Sur at' 227 120.3 111.5 262 . 2 155. 7 ' 141.1 165.0 167 . 7 223 . 3 282 .2 314 . 7 
En ·.'i neerin;; Sooda s~ 425.0 545.9 165.7 22 . 7 160.8 290.0 402.8 447 . 7 517 . 0 ~ 85. 0 
I ron and steel 2.581 447 . 1 ' 417.3 633.5 720.1 852.3 820.0 l. 005.1 1,199.6 1 431.7 1 701.9 
Leat her products 33 ,, 26 .4 78.6 325.0 216.5 140.2 30.0 132.5 149.6 168 . 9 190. 6 
Ot 1utrs 239. \ 207.4 263 .6 264 .. 4 317.6 430.4 460.0 558 . 8 660.8 781.6 924 . 0 
Tota-l guods 1 69J . t. 090.4 2 445.1 3 2.50.4 3 . 669.1 4 . 389.1 4,905.4 5,747.8 6,630 . 7 7 ,415.3 8,459 .9 
NFS 3 238.9 173.6 4 . 672.1 5 753.1 6 31.5 .4 6. 976.2 7,703 . 2 9,032.1 10,463.1 11,996.5 13,755.1 
To tal CNFS 383.7 518 . 5 825.0 1 020.0 1. 400.0 1.572.0 1 . 842.2 2. 132 . 3 2,458.5 2,822.8 3,186 . 3 

3 622.6 T52.l 5 497~ 1 6 173 . 1 1 715.4 8,548.2 9,54.5.4 11,164.4 12,921.6 14,819 . 3 16 , 941. 4 

\ 



- 50 -

INDIA • IMPORT DETAIL A.t tachment 3d 
~us~ ati1lions ~ 

! ndicat:o-.: 1973/74 1974/75 1975/76 1976177 1977/78 1978/79 1979/80 1980/81 1981/82 1982/83 1983/84 

A. Con scant p 978/79} Prices 

Food~ains 932 . 8 1, 211 . 8 1, 744.9 1,142. 7 142 . 4 144.0 
POL 2,054 . 6 1, 893 . 6 1,781 . 8 1, 838 . 5 1,955.9 2. 043 . 0 2 ,455.8 2,.595. 7 2 . 274.4 2,289.8 2 04.3 
Fertilizers 431 . 0 558.8 440 . 4 360.2 482 . 9 597 . 0 625 . 5 605 . a 673 . 0 760 . 5 851 . 8 
!ron and steel 548.3 650.9 357 . 2 284.5 355 . 6 572 . 0 441.6 440 . 0 446 . 4 449,. 8 449 . 8 
Non•feCTOua .. cals 244 . 9 197 . 2 166 . 8 238.9 287 . 7 324 . 0 346 . 7 381 . 4 408.1 436.7 467.3 
Edible otls 104.7 11.5 t&. a 110.7 885.7 649 . 0 679 . 9 618 . 0 618 . 0 618 . 0 618 . 0 
Coct:on and fibers 197". 0 81.5 119 . 0 223 . 5 515 . 5 3"29.9 349 . 7 370 . 7 392 . 9 416.5 441.5 
Others 2, 141.4 1,271 . 7 i,462. 7 1,673.6 3,067.J 3,829.1 3,377 . 8 3 , 640.0 4 , 266.4 4,605.0 4, 814 . 1 
TotaL goods 6, 654.7 5. 877.0 6,089.6 5,872.6 7. 693.0 8,488.0 8,277 . 0 8,651.6 9,079.2 9,576.3 10,046.8 
lin 588.7 532.3 655 . 2 768.8 811.1 688 . 8 681.8 692.4 722 . 7 754 . 9 769 . 9 
Toul GNFS 7, 243 . 4 6,409 . 3 6,744.8 6,?41.4 8,.504.1 9,176 . 8 8,958.8 9,344.0 9,801. 9 10,331.2 10 , 816.7 

a. Price Indices 1978/79 • · too 

Food~~;rsina 64 . 0 78.5 88.1 83.9 85 . 1 100 . 0 125 . 2 155 . 1 170.4 196.1 211 . 9 
POL 35 . 0 76 . 6 79.5 86.0 92 . 6 100.0 169.6 227 . 8 258.7 258.1 319.2 
Fertilizers 68.4 136.0 161.6 87.6 91 . 3 100. 0 123 . 1 140.3 159.7 184 . 1 209 . 3 
Iron and s ta•1 58.4 81.6 100.9 86.3 86 . 3 100.0 113 . 2 125.0 134. 4 144.5 155 3 
Non-ferrous =eta·l• 80 . 5 lt7 . 4 83 . 5 88.l 96 . 3 100 . 0 134.5 136 . 4 1n . 9 177 7 195 . 6 
Edible· oils 69 . 5 130·.2 94.1 100.9 93.6 100 . 0 117 . 7 113 . 2 137 . 5 161 . 8 165 2 
Cotcon and fiber~ 60 . 5 103 . 2 70.9 100 . 9 97.6 100.0 107.3 114. 6 127 . 1 140 . 0 156 . 7 
Others 68.7 129 . 7 149 . 3 136 . 2 94.5 100 . 0 113 . 2 125.0 134.4 144 5 155 3 
Tocal goods 57 . 0 96.4 105.9 100.9 93 . 4 100.0 131.7 1~.1 168.2 184.4 201.6 
Nr'S 54.7 68 . 2 78.5 80.0 86.3 100.0 113 . 2 125.0 134 . 4 144.5 155 3 
Total GNFS 56 . 8 94 .• 1 103.2 98 • .5 92.7 100.0 I30.3 153.8 165.7 181.5 198.3 

c. Current !'rices 

Faodgraina 597.0 951.3 1,537 . 3 958 . 7 121.2 144.0 
POL 719 . 1 1,450. 5 1,416 . 5 1,581.. 1 1,811 . 2 2,043.0 4·,165 .o 5,913.0 5. 383.9 6,596. 9 7,574.5 
Fertilizers 294 . 8 751.8 711 . 7 315.5 440.9 597 . 0 770.0 850 . 0 1 075 . 0 1,400 . 0 1 , 782 . 8 
Iron and scae1 320.2 531.2 360 . 4 245 . 5 306.9 572.0 500.0 550.0 600.0 650.0 698 . 5 
Non· ferrous .-tala 197.2 231 . 5 139 . 3 210.5 277.1 324.0 466.3 520.2 628.1 776 . 0 914 . 0 
Edil>te cih 11.8 15.0 15.8 111.7 82.9 . 0 649 . 0 800.0 700 . 0 850.0 1, 000 . 0 1 , 020.9 
Cot:. t on and fib era 119.2 84.1 84. 4. 225.5 503.1 329.9 375.2 424.8 499.4 583.1 691.8 
Ot iHers l. 472.9 1,650.1 2,183.6 2, 279. 5 2,898. 6 3,839·.1 3,823.7 4,550.0 5,734.0 6,654.2 7, 476.3 
rocal goods 3, 793.2 5, 665.5 6,449·.0 5. 928.0 7,188.0 8,488 . 0 10,900.2 13,508.0 1.5 , 270.4 17,660.2 20 , 258.8 
~'FS 322 . 0 363.0 515.0 615.0 700 . 0 688 . 8 771.8 865.0 971.0 1,090.2 1,195.5 
Tocal CNr'S 4 , 115 . 2. 6, 028.5 &,964.0 6 . 543. 0 7. 888·.0 9,176. 8 11,672.0 14,373.0 16,241.4 18 , 750.4 21,454.3 
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!;!!1!16- ~z or PA'tMEIITS Attactu.ac - )a 

(aillii>D US$ ac CI.U'nll< prl.c .. ) 

A C T tl A L !S '!I!jA!! ?!lOJ!CT!!ll 

tncUcacor 1971177! 19,~773 [9'3776 I976m I9777'1 19,&779 1979180 l98078l 198l/8:t 19a:t783 198378/o 198/o/8.5 198.5/86 1990791 

3&1au• of P!;!!!!!C• 

ex;aort of~· aDA-~ 2,221 • .5 4, 7.52.1 5,497.1 •.m.t 7,7U.4 3,J48.1 9,J4.5,4 1 ll,l64.4 11,911.6 14,819.3 16,941.4 19,4U.t 2l,9ll .0 40,161,j 

• of wnich: •rch&a•l1•• (f.o.b.) 1,950.0 4,173.6 4,672.1 5, 753.1 6,3U.4 6,976.2 7,703.1 9,032.1 10,463.1 Ll,996 • .5 13,755.1 15,818 • .5 17,912 . 1 33,324.7 

Imporu of pocla aD<! -.ni.c•• Z,4H.6 6,028 • .5 6,964,0 6,543.0 7,888.0 9,176.8 u,SJQ',o 14,373.0 t6 ,.241.4 18,750.4 11,454.3 24,626.7 27,72.5.1 50,377.6 

• of 'lhic:ll: .....,1\aaoiia• (c:.4.!.) 2,178.9 5,665 • .5 6,449.0 5,928,0 7,188.0 8,488.0 10,900.2 13,.508.0 15,270.4 17,660.2 20,258.8 23,31.5.9 26,307.9 48,283.6 

! .. .,.....,.. t:.U..C. 236.1 ·1,27&.4 ·1,466.9 230.1 172.6 ·618.6 .-::Z~l%6.6 •3,201.6 -3,319,8 ·3,911.1 -4,511.9· •5,111.6 ·5,8lO.l ·10,216.1 

tnve1caeac: frlc~ (n•c) 244.0 191.0 - 21&.0 112.0 81.9 1.52.7 416.7 4,,4 252.7 -171.1 ·221.1. -330.7 -426.4 ·863.2 

Cunene o:rm.f ... s ( nee) 8:).0 257.0 471.0 695.0 1,076.6 1,130.4 1,116.9 1,310.3 1,401.6 1,514.3 1,627 . 8 1,749.9 1,854.9 2,482.3 

Cunene ccouac. t:.l ...... 397. 1 ·1,217.4 ·1,211.9 743.1 81.5.1 654.5 -453.0 •1,442.9 ·1.6.51 • .5 •Z,J87. 9 ·3,106 • .5 ·3,792.4 -4 ,381.7 ·8 , 597 . 0 

~ec «i.d. dllburs-.nc.e 790.0 1,243.0 1,79:t.o 1,395.0 983.0 993.0 ' '1,llJ.4 1,605.1 2,069 • .5 2,183.9 2,421.1 2 . 714.1 2,389.2 4,J7'Z.~ 

• Cro•• dt.Jibura_n,a 1,176.0 1,751.0 2,323.0 1,9,.0 1,621.0 1,695.0 l,i06.4 2,33.5.1 2,844.5 3,003.9 3,244. 8 3,.526.4 3,855.2 5,2.50.4 

• l'TI.ncipa1 Qlp&yoaenca 386.0 5U.O 531.0 560.0 645.0 ·70:t.O ...a7.0 -730.0 -755.0 -820.0 -823.6 -au.3 ·966.0 ·878.4 

u .. ot IMP c:Cidit 113.0 522.0 24Z.O 337.0 330.0 ' ·1.58.0 675 ·13, , 0 

EttOC'I &Ad. (JIUai~ 270.0 586.4- 25.0 226.1. 607.9 ~-" --~~· · 
·14L.,O -300.0 •lOG.O •tilhO .,o.o -5o.o ·50.0 

t1ncovenQ s•IJI 410.6 2,317 • .5 , , 83.5.0 

Chanae. in maet'V'ea (- • t.ac:r-... •) 60.1 31.0 - 794.1 ·1,J,,O· ·2,076.0 •1,334.0 '-200,0 -u.s.z ·111.0 704.0 7e5.3 717.7 ·775.0 ·l,42.5.0 

R•••rv• lave1 (eD<I· of year) 1,05%.0 l,J71.0 2,172.1 3,747.0' 5,823.0 7 ,JJ7.0 7 ,JS7,Q 8,232..1 ' 8,363.2 7,6.59.2 0,873. 9 6,1.56.1 6, 931.2 12,594.0 

Reaerva u endla lalfiiOl'U· (,.1) (2.7) (3.7) (6.9) (1.9}· (9.6) (7.1) (6.9) (6.%) (4.9) (3.8) (3.0) (3.0) (3.0) 
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Il!l!];6 • 'm~L CAP!TAL AIIO D!l!T 

(111llioc USS ae cun-ene prtc .. ) 

A T U A L 
1974/75 1975/76 1976/77 1. 977/78 1978179 1979180 1980/81 1981/82 

1. , 758.0 2,323.0 1,955.0 1 ,628.0 1.,695.0 1.,906.4 3,010.1 
315.6 535.7 449.4 461.2 

2,844.5 
547.7 437 . o 713.0 920.0 

1,313.1 1,579. 7 1,336.3 922.0 . d97 . 9 1.,192.0 2,024.7 1,645.7 
661.2 572.5 494.0 JJ9.8 ' 434.0 286.0 333.2 433.5 
223.9 477 .a 270.6 215 . 5 110.3 242.5 159 . 6 90 .8 
399 . 8 491.3 533.2 333.1 326.8 663.5 856.9 1,121.4 

28 . 2 37 . 1 38.5 33 . 6 26.8 
~7~ 

129.3 208.6 169.3 244.8 149.4 277.4 !72.4 U8.8 

4 2.9 39 . 3 16.6 t56.u 179.9 242.6 253.2 267.0 

86.4 169 . 3 qz. 1 88.8 69.5 34.8 19.2 ll.8 

1.1,388.2 12,3J2.& ll,J60.2 14,637.& t$,412.9 1.6,638.5 18,371.1 20,520.2 
3,1.67.6 3 , 690.1 3,161.9 4,197.1 3,23.5.9 6,H8.3 6,953.3 7,495.9 

77'3.1 787.9 
258.1 256.9 

16.3 14.3 

2.3 2 • .5 
)4.0 29 . 5 

827.5 937.4 
267 . 5 292.4 
U.2 12.1 

,3.8 2.5 
28.3 35.1 

u 1. of Debe OucacancliJII 
ac •ncl ol 1978/79 

22.3 
44.7 

2.4 

1.,050.1 1,0,,0 1.,116.8 1,179 . 7 
343.1 370.0 386.8 404.7 
12.3 ll.O 9.9 9,1 

1.8 2 . 0 2.4 2. 9 

44,8 43.0 40.0 17.8 

A.ttachtntJnt Jf 

?!'.OJ!CT~O 

1982/83 1983/84 1985/86 1990191 

3,003.9 3,244.8 ),355.2 5,250.4 
374.0 d96.4 i:~~~:~ t. )57 .4 

1,321.2 1.,998.5 1 ,240. I 
509,7 554.8 656.6 395 .6 

23.0 4.8 
1 , 288.5 1,438,9 1,726.2 2,3:05.1 

]08.7 149.9 .. &2.4 b) .L,; 

298.5 )48.:. :.oz.~ 6 .JL J 

10.2 t.5 

22,741.4 25.162.6 J0 ,9oJ 1.o ~~. 747.9 

8,1.53.1 a,9ll.1 10 ,290.5 13 ,i oO.l 

1,244.4 1.,273.~ l ,J44.2 1,9lt.6 

424.4 449.0 H3.2 7o3.2 

8.3 7.5 6.2 4..3 

4 .1 4. 6 5 . ) 6.3 
)1.6 28.8 25.0 t7 .l 

-------------- ·-----------------------------·-------------



C:xpurt of goods and services 
- of which: .. rc:handise (f.o.b.) 

tmport of ~oods and services 
• ot which: .,.rchandise (c.i.£.) 

Re~ouree b»lanc:a 

investment inc:OtM (nee) 
Current cransfers (net) 
Cun•ent Account Balance 

:>et Aid disburse-nc:s. 
• Gross disburse-nts 
- l'rinc:ipa1 repa~nts 

L:se of tNF Credit 
~~ rrors and Olllisaions. 

Chanse in ruerves ( ·• increaae) 
Raserve 101ve l (end of year) 
Reserve as montha impoTts 
Debt-service R•Cio 

~ 

9,545-.4 
7,703.2 

ll,671.8 
10,900.0 
-2,126.7 

486.7 
1,186. 9 
-453.1 

.1,219.4 
1,906.4 

-687.0 

·566· • .3 

-200.0 
7,557 .o 

7. 7 
11~0 

1980/81 

ll,196.8 
9,064.0 

14,373 • .3 
13,507.8 
-3,176.4 

455.4 
1,.310 • .3 

-1,410.7 

2,605.1 · 
3,3.35.1 

-730.0 
675.0 

·142.0 

·1,727.4 
9,284.4 

7 . 1 
10.0 
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INDIA • BAlANCE OF PA~!EN'!S 

(million USS at current prices) 

ill..!.ill illill1 ~ 

12,935.0 14,835.4 16,91!9.4 
10,475.5 12,011.0 1.3. 802.2 
16,241.8 18. 680'.4 21,406.8 
15 '270.5 17,589,5 20,211.4 
-3,306.7 ·3,846.4 -4,418.7 

252.7 -355.1 -495.1 
1,408.6 1,514.3 1,627 . 8 

-1,645.4 •2,687.2 -3,286.0 

3,144.4 3,251.8 3,404.2 
3,919.4 4,159.4 4,487.1 

-775.o -901.6 ·1,082.9 

-300.0 -100.0 -so.o 

•1,199.0 ·264.6 -t8.2 
10,483.4 10,748.0 10,766.2 

7. 7 6.9 &.0 
9.9 10 • .3 tO. 7 

.\tcachment Jg 

Alternative Scenario 
Exourt Growth: 6. 3 1~ t:hrough o 3 /~6' 3'i, chereafcer 
Import Growth : 4 . n, 
Higher non-concessiona 1 borrowing 

~ ~ ! 990/ '11 

19,486.6 11,995.6 42, 046. 9 
15,390.1 17 '992.6 )5,210.0 
24,570.3 27,666.9 ~o .5Gi' .l 
23 '259 . 5 26,249.; 46 , ~73. 1 

-3,085 . 7 ·S,668.i ·6, 9;;l t.6 

-689.6 ·91). 4 ... 1 • .:..11 . ~ 
1, 749.9 t,d54. 9 2 ,4..)2.J 

-4,025.4 -4 , 727.2 -6, ':i ! l. L 

4, 180.7 4,375.6 ~,74:!.9 

5,.396.8 s. 900.7 11, 913.J 
-1,216.1 ·1,525.1 -3 ,040. ':.1 

·tJS 
-so.o -5o.o ·30. 1.' 

-105.3 401.6 · l ' 771 . :! 
10,871.5 10,469.9 1J,Sl3 .:i 

5 • .3 4.5 J.J 
t O.& 11.5 1) . 7 
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ECONOMIC AND SECTOR WORK PROGRAM 

The objectives and 
have been discussed above in 
studies have been proposed. 
at approved levels, in Table 

Economic Work 

FY81, FY82 

context of the Economic and Sector Work Program 
paragraphs 77 to 85. The following individual 
These are summarized, with manpower allocations 
1 of this attachment. 

1. Economic Report (Country Economic Memorandum). This report which 
is prepared annually as background to the India Aid Consortium, remains the 
responsibility of the New Delhi resident mission in FY81. The report will 
review the current economic situation, balance of payments prospects and 
significant structural issues in the Indian economy. It is likely to focus 
on public investment strategy as embodied in the new Plan. It will also ~n
corporate the results of studies discussed below on energy, trade policy and 
fertilizer production. 

2. Population, Family Planning and Human Resources. A rev~ew of recent 
performance in family planning was undertaken during FY80. By FY82 it is 
anticipated that another review will be appropriate and that this should be 
supplemented by a general treatment of issues in human resources focussing 
particularly on the progress of village level schemes in health and adult 
education. 

3. Urban-Agricultural Growth Linkages. In FY80 a case study of the 
implications of rapid agricultural growth in the Punjab for the pattern of 
urbanization, including the size distribution of cities, rural urban migra
tion trends and the rate of urbanization has been undertaken by a consultant. 
This activity may tie in to a DPS research project on national spatial 
policies, in which India figures as a potential case study. The project would 
continue in FY81 with an identification and description of policies affecting 
industrial location and an analysis of the impact of such policies on urban 
and regional development. DPS support is expected as India is taken up as a 
case study during the second round of the research proiject, which is managed 
by the Urban and Regional Economics Division. 

4. Export Policy Options. The current structure of Indian export incen-
tives and import policies affecting exports is scheduled to be extended or 
reformulated early in 1982; but India's deteriorating balance of payments 
prospects require that a policy dialogue on alternative option should begin 
much earlier. This study is intended to lay the groundwork by exploring the 
potential for across the board reform of Indian export policies. The study 
will be closely coordinated with an evaluation of import liberalization (see 
below). The hypothesis motivating the study is that the current, relatively 
ad hoc, arrangements have not provided the simulated free-trade environment 
for exports that characterizes successful export promotion strategies. As 
a result, export performance of the past 3-4 years continues to be mediocre. 
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DPS or consultant support would be required from someone familiar with 
export incentive systems in other developing countries and with global · trade 
issues who could put the Indian experience in a realistic comparative frame
work. 

S. Impact of Import Liberalization. This study which began in FY80· 
reviews the changes in Indian import policy since 1974 focussing on the cumu
lative impact of liberalization. The study will provide a longer term context 
for evaluating changes in_ import policy which the new government may initiate. 
However, the major focus of the study will be an endeavor to evaluate the 
effect of import liberalization on the efficiency of production in selected 
Indian industries. Utilizing firm-level surveys, the evaluation will include 
both industries utilizing imported inputs and industries competing with 
imports. 

6. Energy Sector Overview. Better performance in energy-related 
sectors--petroleum, coal, power--is of vital importance t ·o India's development 
prospects. In order to provide a comprehensive treatment of these issues, it 
is proposed to update the relevant sections of the 1974 Bank study on India's 
energy sector. Contributions would be made from relevant sector studies in 
power and coal (and petroleum, if necessary, though a study is not separately 
programmed at this time). It is anticipated that the work will be undertaken 
primarily by the author of the 1974 report (as a consultant). 

7. Non-foodgrain Prospects in Agriculture. This study will build a 
long-term supply and demand framework for major non-foodgrain crops analogous 
to that developed for foodgrains in studies completed in FY79 and FY80. This 
framework will then provide the basis for evaluating anticipated shifts in 
cropping patterns, pricing policies, trade prospects for agricultural commo
dities, inter-sectoral terms of trade and other important issues affecting 
India's agricultural economy as it matures beyond the preoccupation with 
foodgrains that has, rightly, dominated the past decade. 

8. Evaluation of Import-Substitution Prospects. This study will review 
India's production prospects in selected basis commodities which currently are 
significant factors in India's import bill, namely edible oils, fertilizers, 
and iron and steel. There is a presumption that India should possess a com
parative advantage in the production of each of these but further study would 
be required, drawing on sectoral expertise, to evaluate the advisability of 
accelerated investments in these sectors with the objective of attaining a 
greater degree of self-sufficiency. The study would serve primarily as back
ground material for analyses and recommendations in the 1981 and 1982 Economic 
Reports. 

9. Evaluation of Industrial Policy and Prospects. This activity, 
scheduled for the second half of FY82, provides for a synthesis of the whole 
program of sub-sector studies begun in FY80. It would focus on the implica
tions for industrial policy and development and would draw on the program of 
studies conducted in the mid-1970s as well as on the current series. 
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10. Industry Sub-sector Studies. Further studies will continue the 
program initiated in FY80 with a study of the cement industry, now being 
revised prior to discussion with GOI. During FY81 a review of key issues 
affecting performance of India's coal sector will be undertaken. This stuay 
will contribute to the energy sector review discussed above as well as pro
viding the analytical basis for potential Bank involvement in the sector. 
Sector studies in capital goods and textiles are also planned to begin in 
FY81. These will complement the above studies on trade policies as both 
industries figure prominently among India's exports and both rely to some 
degree on imported inputs. During FY82 the transport equipment sub-sector 
would be reviewed. These industries have been selected primarily on the 
basis of criteria developed in the FY80 exercise on the identification of 
industrial sector work. Other sectors may also be considered as circumstances 
change but the principle criterion of contributing to a detailed understanding 
of the impact of Indian policies and programs on industrial growth prospects 
rema~ns unchanged. 

11. Water Management and Irrigation Efficiency. India has one of the 
world's largest surface irrigation systems (15M net irrigated ha). However, 
design standards, water allocation and canal procedures have changed little 
since the nineteenth century when the prime objective of irrigation was to 
provide "insurance" against droughts. As a result, most existing irrigation 
systems cannot meet the exacting requirements of a modern agriculture based 
on high yielding crop varieties. Consequently, GOI and the State Governments 
have gradually adopted higher standards for new projects and started an ambi
tious program for modernization of existing irrigation systems. The first 
major step in this direction was the command area development (CAD) program 
(c. 1972) which involves: (i) better coordination between irrigation and 
agricultural supporting services, usually through the establishment of CAD 
authorities for major irrigation projects; (ii) public investments in asso
ciated infrastructure (drainage, roads, markets, agricultural extension and 
research); and, (iii) private farm investments, usually supported by institu
tional credit (water levelling). The CAD progress so far has been slow 
because of poor farmer response, organizational problems and a lack of suit
able models for land development. The whole concept of CAD requires redevel
opment based on evaluation of the past five years experience. The GOI has 
recently started a major study of the techniques for modernization of existing 
canal systems and it has asked the Bank to be associated with this study. In 
addition, the Bank is actively trying to find means to improve the planning, 
design, construction, operation and maintenance of new irrigation systems. 
The proposed water management (WM) sector study aims at finding the best 
organizational and technical means of delivering water from the dam to the 
plant. Given the complexity of the problem it is not feasible to undertake 
the WM study as a "one shot" exercise. Instead, it will be built up in a 
modular fashion over a couple of years. The studies were initiated in FY79 
and are expected to be completed in FY83. The focus of the studies has been 
and will be on: 
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(a) A rev1ew of the experience of a number of Bank-financed 
CAD projects; 

(b) A study of suitable models for on-farm development and 
water management; 

(c) Systematic monitoring and intensive evaluation of a 
number of on-going Bank projects; 

(d) Association with GOI's study of modernization of existing 
canal systems, partly through a Bank executed UNDP tech
nical assistance grant; and 

(e) Experimentation with different delivery systems form the 
end of the conveyance system to the farmgate and to the 
plant. Experiments will be carried out in Maharashtra, 
Punjab, Rajasthan and Madhya Pradesh on Bank assisted 
irrigation developments. 

In late FY81, the intention is to pool the experience from these five studies 
and the five statewide irrigation sector reviews and produce one major report 
on the modernization of existing projects and one report on general standards 
and procedures for planning, design, construction, operation and maintenance 
of new projects. 

12 . State Irrigation Sector Reviews. IDA is progressively moving 1n 
the direction of sector lending for irrigation development in India. The 
objective for sector lending is to influence, on a statewide scale, the 
planning, design, construction and operation of all or most projects in the 
State. The SISRs which are carried out simultaneously with normal project 
preparation aim at providing specific proposals for technical and organiza
tional improvements. The SISRs also cover sectorwide constraints that might 
influence project implementation. A SISR for Maharashtra was published in 
September 1979. Work on a SISR for Gujarat was completed in FY80. A SISR 
for Madhya Pradesh has been initiated and completion is expected by December 
1980. During FY81, SISRs for Uttar Pradesh and Kerala will be initiated. 

13. ~ertilizer Production and Distribution Review. It is anticipated 
that a comprehens ive review of fertilizer production including an analysis 
of the distribution system and other supply constraints will be undertaken 
during FY81. The study will build on recent analyses of fertilzier demand 
patterns and focus on recent production trends, pricing policies, product 
balance and import needs. CPS support would be required from the fertilizer 
unit of IPD and would involve technical and operational specialists many of 
whom are already quite familiar with India's situation. 

14. Appropriate Transport Technology. This study would review appro-
priate technologies currently (or potentially) in use for road construction, 
maintenance and transport; relevant backward industrial linkages; institutional 
set up including credit, technical assistance, etc., with a view to identify
ing relevant components for inclusion in IDA financed road projects. 
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ATTACHMENT 4 
Page 5 

15. Economic Studies in the Power Sector. During FY80, work in the 
power sector focused on the impact of power shortages on the overall perform
ance of the economy. Studies in FY81 will look more closely at the impact 
of power shortages on particular sectors and industries, analysing the system 
presently used to ration scarce power in India, both the actual mechanics of 
power rationing methods and priorities which could allocated power with lesser 
loss of output. Other possible studies will depend on the analysis of Indian 
policy reports, but could include an analysis of the operational efficiency 
and capacity utilization of the power sector. 
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COUNTRY SUMMARY OF ECONOMIC AND SECTOR WORK 

Regionally Managed 

I. Economic Reoorts (~ 

A. AnnWLl l';conomi.c Report 
8. Special Economic. Studies 

1. Population and Family ATanning 
2 . Human Resourc~s Ravi~- b' 
3. Urban-Agricultural Growth Linkages.::! 
4. Industry Work Program Identification 
5. State Governm.nt Finances 
6. Technology Alternatives in Food Processing 
7. EXport Policy Options 
8 . I~~~pact of Import Liberalization 
9. En~~trgy Sector Overview 

10. Non-foodgrain Prospects in Agriculture 
1 L EVllluation of Import Substitution Prospects 

(e:di:,ta Oils. Fertilizers. Iron and Steel) 

H: t;f~ii~.~·f0=~t:§~~a/olicy and Prospects 

H. ~c:_1;_o·.: Reports (SRA) 

A. 
B. 

c. 

til . CP~ 

Transp?rt Sector Memo Update 
Sect•JC" Revi~ws 
l. Statewisa Irri;;ation 
2. Water Supply 
Special Sector Studies c/ 
l. Industry Sub-Sector Studies-

a. Cement 
b. Coal 

a: ~:~iHt•Good• 
e. Transportation Equipment 

2. Transport Technology ·sc~y 
3. Fertilizer Production and Distribution 
4. Water M&nagelllt!nt 
5. Agricultural Monitoring Studies 
6. Economic Studies in Power Sector 

IV. Unpro~ramllll!d 

Economic Work 
Sector Work 

TOTAL 

a/ Includes prepar,lti"n of regional background pa~t for WDB. III. 
~/ Alloc:£i:i.ona i.n ;?Y82 raflec:ts ntgional co-ordination '..rith 

antici?&ted DPS reaearch project. 
£! Manwe~ks otstiUJat:a does not include paralle t acti·vity in 

CPS/DPS co-o:-di,tatsd lrldl, but not al&naged by the t"tlgion. 

~ 

illQ 

245 

127 

15 
16 
15 
23 
22 
20 

12 

195 

10 

40 
10 

30 

50 
40 
15 

25 

200 
133 

67 

664 

Attachment 4 Table l 

FY81 

230 

120 

30 
20 
20 
15 
20 

235 

70 

l8 
20 
20 
35 
20 
30 

25 

200 
1.30 

70 

690 

i'ill. 
240 

120 

10 
10 
s 

20 

lO 
15 
2::l 

JO 

255 

65 

!8 
20 

60 
40 
40 

25 

210 
130 
80 

730 
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INDIA Attachment 5 

DISTIURSEHENTS 

Fl75 FY76 FY.77 FY78 FY79 ~ 

1 (a) Undisbursed 
1/ . 

Balance- at July 1 (t) 1186 1538 1881 ·2027 2805 3744 

1 (b) Undisbursed B~lancel:1at July 1 (P) 1036 1386 1735 . 2020 2805 3744 

2 (a) Commitments During Fiscal Year (T). 631 684 481 •952 . li92 1660 

2 (b) Conunitments During Fiscal Year (P) 431 . 48£, 481 952_ ... 1192 . 1660 

3 (a) Total Disbursed During Fiscal Year (T) 480 '551 599. 497 538 729'!.! · 

3 (b) Total Dis bursed During Fiscal Year (P) 282 345 460 490 538 .729'!:/ 

4 (a) Disbursement Rate. (3(a)/l(a)) . (T) 41 36 32 2lJ · 19 19 

4 (b) Disbursement Rate (3(b)/l(b)) (P) 27 25 27 24 19 19 

5 Comparators: 

(a) Disbursement Rate for Total of 44 
All Other Countries in Region 

41 32 20 30 N.A. 

(b) Bank-Wide IBRD/IDA Average 
Disbursement Rate 27 27 .24 20 20 N.A. 

(c) Average Disbursement Rate Kenya 28 44 20 . 17 17 N.A. 
f~r 4 comparable countries: Korea 34 45 . 49 30 38 N ·.A~ . 

Brazil 29 20 20 17 15 N.A. 

Indonesia 21 35 26 19 14 N~A. 

1/ Undisbursed Balance includes amounts for loans and credits approved or signed, but not yet effective • . · 

2:1 Preliminary estimate of FY80 actual disbursements. 

T - All Loans and Credits; P - Excluding Program Loans 

~ . 





TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEMORANDUM 
Mr. Robert S. DATE: March 13, 1981 . 

Ernest Stern, 

Bank Lending for India 

You will recall that some time ago we asked the Region to prepare a· 
further analysis of the potential creditworthiness of India for Bank 
lending. Their paper is attached and a copy of it will be in the 
briefing book for your India trip. On the whole the paper presents a 
reasonable set of alternative scenarios. The discussion of the impact 
of a shift from IDA to Bank covered in Paragraphs 12 and 13 is of course 
not the question that is important and the minor impact of such a shift 
on the balance of payments is almost tautological. 

Table 2 presents three alternative blends. The hard blend is clearly 
impractical in terms of the share of Bank lending to India. The 
intermediate blend poses more severe problems of Bank exposure than 
is shown since here, as in the other cases, the percentage of Bank 
commitment is based on scenario B of the Expansion of IBRD Lending 
paper. To the extent lending is below that level, India's share 
in total commitments will be higher than shown. MOre importantly, 
there are significant uncertainties in the projections and 
underlying assumptions. These cannot be resolved now, and I do not 
suggest the preparation of further alternative scenarios. Some of the 
major areas of concern are the following. Continued growth of exports 
i the assumed levels will re uire an increasin 1 so histicated 
mana ement of the external sector. 1 e t ere are some c anges in 
Indian policy in this area, exports are still far from a pervasive 
concern and the supporting policies and data flows are still 
far from adequate. Second, the projections are of course 
constant average weather conditions, but the Indian economy is 
subject to severe var1at1ons. ese affect both agricultural 
output and such infrastructure as power. How the economy would react 
to significant variations remains to be seen. Third, the ~rojectiou~ 

assume that concessional assistance from other sources will remain 
cons ant in real terms. This is probably optimistic as other sources 
of aid will have to deal with the same pressures as we, both in terms 
of claims from China and an increasingly adverse aid climate. Fourth, 
the costs of commercial capital may be understated. 

What this suggests essentially is that we keep India's creditworthiness 
for Bank lending .under careful annual review. During the IDA VI 
period, when India will still be receiving 40%~f tlie negotiated total, 
the Bank lendin volu ou ht not to exceed 500 million 
Beyond that, for planning purpo~~~~~~ 
a Bank len ing level of abou 1.2 bi~;>"Jo!'.!...~~~~~·~=-~ 
billion b the end of IDA VII. ~~ 

I·L flM 
I I 



Mr. McNamara 

export 

Attachment 

cc: Mr. Hopper 
EStern/1ms 

- 2 - March 13, 1981 



1. 

INDIA'S BALANCE OF PA~ENTS PROSPECTS -
RESOURCE REOUIREMFNTS AND CREDITvJORTHINESS 

India's balance of payments outlook for the next several years is 

one of rising current account deficits. The expected further increases in 

will already be equivalent to about 60% of merchandise exports. Imports of 

three other ite~s essential to Inrlia's development -- fertilizer, iron and steel 

and edible oils -- are equivalent to another 30% of merchandise export earnings. 

The analysis of the recent economic mission suggests that, if India is to main-

tain a GDP growth rate of about 4.2% per annum in the first half of the 1980's, 

the volune of imports will have to grow at about the same rate. Given export 

prospects and the adverse trends in the terms of trade, this means that the 

current account deficit is likely to rise from abo t S700 

million in 1979/80 to about $5,200 millions in 1984/85 (the final year of the 

Sixth Plan). 

- 2. :Fortunately, Inrlia is entering this period in a relatively favorable 

financial situation. Foreign exchange reserves peaked in 1980 at $7.6 billion 

and are still over $7 billion; old reserves a~d an additional roughly 

recent lower prices ($470 per ounce). India's 

position to borrow on market terms is relatively favorable; 

ratio has fallen to 9% of export earnings (and even these service payments are 

mostly offset by interest earned on reserves)~ Although large in absolute 

amounts, India's expecte~ current account balance of payments rleficits are 

ex ecterl to sta below 2% of GDP durinp, the first half of the IQP.Os. 

3. Over the medium and longer term there are substantial opportunitie s 

for hoth iMPortant savinRs and export expansion. Although In~ia seems likely to 
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remain dependent upon imports for much of its · petroleum supplies, there are good 

prospects for reducing the growth of imports through increased doMestic produc

tion of iron and steel and fertilizer and perhaps also edible oils. Progress in 

the agricultural sector is making possible substantial increases- in a ricultural 

Over the longer run India is in 

manufactured ~oorls. However, neither the potential for ef cien import substi-

tution nor that for export expansion can he realize~ without major improvements 

in infrastructure and a sustained effort to develop and Maintain appro 

institutions and ¥ost of the benefits of India's structural adjust-

ment efforts will only be realized in the latter half of the decade. 

4. This paper explores India's balance of payments prospects for the 

period through 1995. It examines the effect of three Bank Group lending pro

grans (the present soft blend, an intermediate blend and a hard blend) on both 

net transfers and creditworthiness indicators and it looks at the consequences 

of variations from the base case assumptions regarding trends in exports and 

imports. 'Hhile for the early 1980s the projections can he looked upon as fore

casts, as the projection period is extended they are better seen as simulations 

of alternative policies and external circumstances. The improveMents in the 

agricultural sector in recent years and the country's substantial industrial 

base add significantly to India's margin for maneuver in response to adverse 

~xternal developments. Because international trade is small relative to the 

-economy (e•R•, exports this year will be about 7% of GnP), comparatively sMall 

·switching from domestic to export marV:ets has a large impact upon trade flows. 

~e GDP ~rowth rates used in these projections (4.2% rising to 5%) inply 
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Assumed FY84-86 Commitment Levels ($ millions) 

Total Bank Group 
IDA (% share) 
IBRD (% shsare) 

Change from Soft Blend 
IDA 
IBRD 

Substitution Ratio 

India's Share of IDA 

Soft Blend 

8600 
6880 (80%) 
1720 (20%) 

40% 

Intermediate 
Blend Hard Blend 

13760 
3440 (25%) 

10320 (75%) 

+5160 
-3440 
+8600 

2.5 

20% 

substantial import volumes; however, in the event of serious payments difficul-· 

ties India can cut back on imports with much less than proportional effects on 

levels of output and income. As a result of these factors India's capacity to 

adjust to a necessarily uncertain future, and hence its creditworthiness for 

borrowing on Market terms, are considerably greater than suggested by its per 

capita income figures. 

Alternative Lending Programs for the Bank Group 

5. The balance of payments simulations analyze the consequences of 

three Bank Group lending programs. These are: 

(a) A soft blend (the past policy) defined as an 

RO% IDA/20%IBRD mix with 40% of IDA available 

for Indi.a. 

(b) An intermediate blend rlefined as a 50%/50% mix 

of ~ank and InA co~mitments with 30% of total 
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IDA resources going to India. Compared with (a), 

India would receive $2 in IBRD commitments for 

each $1 decline in IDA resources; thus the 

substitution ratio is 2.0. 

(c) A hard blend defined as a 25% IDA/75% IBRD mix 

with 20% of total IDA resources available to 

India. In this case the substitution ratio 

rises to 2.5 • 

. These various blends apply to the IDA VII replenishment period for which total 
~ 

availabilities are assumed to be $17.2 billion (5i-: above IDA VI in real terms). «J A~ e 
1;: 

Because the focus of this paper is upon India's creditworthiness for borrowing 
-' 

on market terms, the analysis is based on deliberately conservative assumptions 

regarding concessional aid. For the period beyond IDA VII it is assumed in all 

cases that IDA commitments for India would stay constant in real terms (while 

IBRD commitments would grow at 5% per annum in real terms). Commitments of 

other concessional flows are held constant in real terms at the estimated 

1980/81 level. The varying gaps in different balance of payments projections 

are financed partly by changes in reserves (with gross reserves not allowed to 

fall below three months imports) but mostly by borrowing from financial markets 

at a floating interest rate 3.0 percentage points above the assumed rate of 

international inflation. 

Trarle and Resource Gaps 

6. The base case projection for trends in trade and the terms of trade 
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can be suMmarized as follows: 

Trade Coefficients and the Terms of Trade (Base Case) 
(Trade including non-factor services) 

In 1Q79/80 Prices In Current Prices 
Imports 

/GDP 
Exports 

/GDP 
ResBal 

/GDP 
Imports Exports ResBal Terms 

1979/80 
1984/85 
198q/90 
1994/95 

9.5 
9.5 
9.6 
9.6 

7.7 
8.3 
9.7 

11.4 

-1.9 
-1.2 

.1 
1.8 

/GDP . /GDP /GDP of Trade 

9.5 
10.6 
11.3 
12.0 

7.7 
7.9 
9.3 

10.9 -1.1 

100.0 
86.0 
81.9 
76.9 

India's resource balance. was a nodest -1.9% of GDP in 1979/80. Even though 

export expansion reduces this deficit to -1.2% of GDP in constant prices by 

1~84/85, the deficit will rise to -2.6% of GDP in current prices simply because 

of the deterioration in the terms of trade. By 1989/90 India would need to run 

a small surplus in 1979/80 prices in order to keep the resource balance to a 

manageable deficit ot about -2.0% of GDP in current prices. A further reduction 

in the deficit (in current prices) is projected for the first half of the 1990s, 

although at this point balance of paYMents management would be sufficiently com-

fortable that India could opt for a lesser reduction in the inflow of external 

resources. 

7. This base case scenario reflects the a~roach of the Sixth Plan in that 

the response to the trends in the international environment is basically to 
' 

increase ex orts rather than restrict im Import elasticity stays close to 

unity throughout the projection period. In order to offset the deterioration in 

the terms of trade, ex ort volumes will have to grow more ra than either 

output or imports. 
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8. To achieve these results the rates of rowth in ex ort volumes the 

base case trade scenario are 6.7~ until 1984/85, 7.7% in the following · five-year 

period (the Seventh Plan) and 8.5% in the first half of the 1990s. Are these 

rates feasible? In the case of ex~o~r~t~s~o~f~m~a~n~u~f~a~c~t~u~r~e~s~-&~r~o~w~t~b~r;a~t~e~s~a~r~e~~r--

jec d 10% in 1995. For the earl 1980s 

more modest growth rates are assumed; the average is As 

India actually achieved a volume growth rate o£ about 12% for exports of 

manufactures between 1970 and do not seem unrealis-

of infrastructure 

--~~~~~~~~-.-a.v.a.i_l_a_b_i._l_it~i~e~s). Primary exports (agricultural goods 

plus mainly iron ore) are ro·ected to grow in volume terms) at nearl 8% per 

annum until 1984/85 and subsequently at a more modest 5.8% rate. The estiMates 

for the initial five-year period reflect a detailed commodity-by-commodity 

analysis based on average weather conditions. The export volumes involved con

stitute very small proportions of projected output and should be readily manage

able on the basis of anticipated demand patterns. 

9. The sensitivity analysis uses growth rates for export and import 

volume which are roughly 0.5 percentage points above and below the assumed base 
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case rates for the years beginning in 1ClR5/86. ll In the "smaller resource gap" 

alternative the margin between the export and i~port growth rates is increased 

by about 1.0 percentage point; in the "larger resource gap" alternative the. dif-

ferential is reduced by the same amount. Especially . when price as well as 

volume fluctuations Bre taken into account, variations of such magnitudes from 

the base case growth rates of earnings from exports and payments for i~ports 

must be considered as well within the range of possibility. Should such. varia-

tion take place in an adverse direction, and show signs of continuing, it should 

be relatively ·easy to bring about a correction. For example, even in the 

unlikely case of absolutely no possi~ility of increasing export earnings, a fail 

in the growth rate of import capacity by a full percentage point might be offset 

by slowing GDP growth froM 4.5% to 4.0% and reducing import elasticity from 1.0 

to .875. 

l/ In the actual calculations for the larger resource gap alternative export 
earnings were assumed to be .995(y) times the base case value while 
import payments were assumed to be 1.005(y) times the base case value · 
where "y" is the number of years beginning with 1985/86. The converse 
was used for the smaller resource gap alternative. The changes in 
growth rates appear as 0.5 or 0.6 percentage points depending upon 
rounding. The period average rates are: 

Volume growth rate for 5-year Smaller Base Case Larger 
period ending with year shown ResGap ResGap ResGap 

Exports 1984/85 6.7 6.7 6.7 
1089 /<)0 8.2 7.7 7.2 
1994/95 9.1 8.5 8.0 

Imports 1Q84/85 4.~ 4.9 4.9 
1Q89/90 4.2 4.8 5.3 
1994/95 4.5 5.0 5.6 
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Results of the Si~ulations 

10. Balance of payments projections using the three different aid blends and 

incorporating the three variations with respect to trade and the resource gap 

are summarized in Table 1. (See "Detailed Projections Accompanying 'India's' 

Balance of Payments Prospects -- Resource Requirements and Creditworthiness'" 

for more complete information.) With respect to the different aid blends, the 

main conclusion is that the simulated switches from IDA to Bank financing with 

the assumed suhstitution ratios make only modest differences in India's balance 

of payments outcome. Ry contrast, a persisting change of 0.5 ercentage_ points 

in the trade growth the outcome. The bal-

ance of payments is relatively insensitive to changes in the aid mix in cornpari-

son with the impact of what might first seem to be rather modest variations in 

the growth rates of exports and imports. 

11. Under the base case trade assumptions, the Bank Group shift fron a soft 

to an intermediate blend hardly changes the balance of payments deficit on 

current account. In both cases the maxinurn deficit would be 1.9% of GDP during 

1984-8~; the effect in the first half of the 1990s would be to increase the 

average deficit from 1.2R% to 1.3~% of GDP because of higher interest charges. 

The impact upon debt service ratios is minimal -- an increase of less than 0.5 

percentage points in 1986-90 and only 1.2 percentage points in 1991-95. The nax-

irnum debt service ratio (nRS) increases from 15.7% to 16.7.%, but it declines 

after 1g92. Although the interest burden is higher with the intermediate blend, 

as a result of the substitutlon ratio of 2.0 the Rank Group's net transfer dur-

in~ the 1 Q80s would be 8~ greater with the intermediate than llith the soft 

hlend. The substitution ratio also helps hold down the DSR since the "loss" 

I 
I 

' t 
t 
t 
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Table 1: SUMMARY OF RESULTS OF BALANCE OF PAYMENTS SIMULATIONS 
WITH VARYING AID AND TRADE ASSUMPTIONS 

Base Case Trade Intermediate Blend Aid 
Soft Blend Intermediate Hard Blend Larger Smaller 

Aid Blend Aid Aid Resource Gap . Resource Gap 

1. Current Account Deficit (as 7. GDP) 
a. Maximum (year 1.9 (84-88) 2.0 (86-87) 2.7 (92-95 1.9 (1984) 
b. Average 1981-85 1.54 1.54 1.56 1.52 
c. Average 1986-90 1.84 1.92 2.34 1.42 
d. Average 1991-95 1.28 1.46 2.68 .08 . 

2. Debt Service Ratio (to G+NFS) 
a. Maximum (year) 15.7 (1991) 17.8 (92-93) 23.3 (1995) 13.6 (199~) 
b. Average 1981-85 9.50 9.58 9.54 9.;52 
c. Average 1986-90 13.00 14.00 14.60 12.38 
d. Average 1991-95 15.12 17.60 21.78 11.94 

3. Net Interest Burden (as 7. GDP) 
a. }1aximum (year) .57 (93-94) .66 (94-95) .77 (1995) 1.11 (1995) .44 (1990) 
b. Average 1981-85 .01 .02 .02 .02 .02 
c. Average 1986-90 .39 .42 .4 7 .48 .37 
d. Average 1991-95 .56 .64 .73 .94 .35 

4. - Bank Group Net Transfer (as 7. GDP) 
a. Maximum (year) .63 (1983) .67 (1985) .84 (1986) .67 (1985) .67 (1985) 
b. Average 1981-85 .60 .62 .67 .62 .62 
c. Average 1986-90 .52 .59 .74 .59 .59 
d. Average 1991-95 .40 .39 .44 .39 .39 

5. Bank Group Commitments .(FY8 4-86) 
a. Total IDA Commitments (million $) 17200 17200 17200 17200 17200 
b. India's Share of IDA (%Total) 40% 30 20% 30% 30% 
c. Substitution Ratio 2.0 2.5 2.0 2.0 
d. IDA Commitments for India (million $) 6880 5160 3440 5160 5160 
e. IBRD Commitments for India (million $) 1720 5160 10320 5160 5160 
f. Total Commitments fo r India (million $) 8600 10320 13160 10320 10320 

/ 



-9-

from the shift from IDA to IBRD is partly conpensated hy the lower level of her

rowing from financial markets that is made possible by the hip.her net transfer 

from the Bank Group. 

12. su P-ests that a shift from a soft to an 

intermediate blend (accompanied by a suhstitution ratio of 2.0) would create 

significant balance of payments and debt manageMent problems for India. The 

hard blend variation (with a substitution ratio of 2.5) would result in somewhat 

greater changes, but they are still marginal rather than fundamental as far as 

India's balance of payments is concerned. Compared to the intermediate blend 

results, the deficit would peak at 2% of GDP instead of 1.9%; the DSR would 

peak at 17.8% instead of 16.7%. The increase in the net interest burden in the 

first half of the 19°0s is less than 0.1% of GDP. The net transfer froM the 

Rank Group would be substantially higher than in the other cases, even into the 

1990s. (The impact upon the Bank's portfolio is discussed below.) 

13. Although the precise results will vary depending upon the initial debt 

burden, the terms of subsequent borrowing and the growth rates of exports and 

imports, over a wide range of circumstances it appears that countries can for 

extended periods satisfactorily manage a current account balance of payments 

deficit in the nei hborhood of 2.0% of GDP when this deficit is financed by bor

rowin ~pon market terms. With a higher deficit, the DSR soon begins to 

"explode". 

benefit from a hi her level of resource availabilities. The pro.1ections that 

have been done suggest that this conclusion applies to India with an upward 

shift in the "safe"- deficit in recognition 0f the level of concessional assis

tance. In the intermediate blend case the net transfer from concessional 
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assistance slowly declines from 0.6% to0.4% of GDP over the projection period; 

the addition to the "safe" deficit level woul~ be SOMewhat less. In the rase 

case trade scenario the current account ~eficit, regardless of the aid blend, . 

does not exceed 2% of cnp and in fact falls substantially ~elow it in the first 

half of the 1990s. A small hut persistent rleterioration in the trade 

growth rates, such as that assumed in the 1 "larger resource gap" alternative, 

however, is enough to produce curren 19Q() would ~all 

outside the generall "safe" area. Thus the +0. 5 and -0.5 ercenta~e ___ _ 

changes in the annual ~rowth rates of imports and exports would 
----~:....._.-..:..,_ 

be enough to increase the current account balance of payments deficit to 2.7% of 

GDP in 1991-95 (see Table 1). In this scenario the debt service ratio continues 

to rise throughout the projection period (albeit at a moderate rather than an 

explosive pace). With the same intermediate aid blend, the burden of interest 

payments on both exports and GDP would be over 50% higher by ~he mirl-1990s. The 

"larger resource gap" scenario thus involves -very suhstantial changes in the 

results and leads to deficit levels beyond those '..rhich India can pru~. ently 

finance. 

14. If the trade growth rates hoth chanp,ed hy 0.~ percentage points in the 

opposite direction (the "smaller resource gap" scenario on Table 1), Innia would 

by 1994 become a capital exporter (in the sense of running a current account 

surplus rather than a deficit). Clearly this would he an unnecessarily restric-

tive policy. Assuming reasonably productive use is being made of the externally 

borrowed resources, it is desirable for Inrlia to be a capital importer at a 

level consistent with sustained creditworthiness. (While the sensitivity 

analysis for trade trends has been done only for the intermediate aid blend 

--

\ 

I 
I 
I 
I 
t 

l 
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Table 2: INDIA'S SHARE IN TOTAL IBRD COMMITMENTS 2 INTEREST INCOME AND LOANS DISBURSED 
AND OUTSTANDING UNDER ALTERNATIVE BANK GROUP LENDING PROGRAMS 

Ofillions of US$ at Current Prices) 

Bank Soft Blend Aid Intermediate Blend Aid Hard Blend Aid 
(Scenario B) India 7. Bank India % Bank India % Bank 

Commitments 
FY80 7644 430 5.6 430 5.6 430 5.6 
FY81 8600 460 5.3 460 5.3 460 5.3 
FY82 13000 890 6.8 890 6.8 890 6.8 
FY83 15500 540 3.5 1620 10.5 3240 20.9 
FY84 19000 570 3.0 1710 9.0 3420 18.0 
FY85 21600 610 2.8 1830 8.5 3660 16.9 
FY86 24700 679 2.7 2036 8.2 4074 16.5 
FY87 26200 756 2.9 2267 8.7 4534 17.3 
FY88 27800 841 3.0 2523 9.1 5046 18.2 
FY89 29400 936 3.2 ·2808 9.6 5616 19.1 
FY90 31200 1042 3.3 3126 10.0 6251 20.0 

Interest 
FY80 1801 66 3.7 66 3.7 66 3.7 
FY81 2107 75 3.6 75 3.6 75 3.6 
FY82 2458 89 3.6 89 3.6 89 3.6 
FY83 3024 114 3.8 114 3.8 114 3.8 
FY84 3854 152 3.9 155 4.0 161 4.2 
FY85 4891 197 4.0 225 4.6 267 5.5 
FY86 6043 244 4.0 325 5.4 448 7.4 
FY87 7383 291 3.9 449 6.1 688 9.3 
FY88 8810 334 3.8 589 6.7 971 11.0 
FY89 10335 377 3.6 736 7.1 1274 12.3 
FY90 11912 421 3.5 892 7.5 1598 13.4 

Disbursed & Outstanding 
FY80 26694 875 3.3 875 3.3 875 3.3 
FY81 30179 1082 3.6 1082 3.6 1082 3.6 
FY82 34981 1378 3.9 1378 3.9 1378 3.9 
FY83 41431 1781 4.3 1814 4.4 1862 4.5 
FY84 49775 2226 4.5 2487 5.0 2878 5.8 
FY85 60037 2657 4.4 3419 5.7 4561 7.6 
FY86 71802 3078 4.3 4569 6.4 6803 9.5 
FY87 85029 3479 4.1 5897 6.9 9525 11.2 
F'Y88 99752 3890 3.9 7354 7.4 12550 12.6 
FY89 115342 4322 3.7 8940 7.8 15866 13.8 
FY90 131373 . 4784 3.6 10671 8.1 19500 14.8 

NOTES: "Scenario B" data from "An Examination of Possible Expansion of IBRD/IDA Lending over Levels Presently 
Planned for FY82-86 and Means of Financing Such Expansion", Dec. 18, 1980. (See Annex Table 2, page 
1, for details.) This is the IBRD component of the constrained program (i.e., the program including 
$3.3 billion in lending shifted from IDA to IBRD terms). See pages 3, 18 and 23 of the projections 
prepared for this analysis for details on the Bank Group lending to India under soft, intermediate 
and hard blends. 

. . 
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case, the aid blend sensitivity projections show that the results ar~ relatively 

insensitive to the range of assumptions about IDA and IBRD lending levels.) 

India in the Bank's Portfolio 

15. In addition to looking at the effects of varying the blend of IBRD and 

IDA commitments upon India's balance of payments, the sensitivity runs also

looked at how these alternative Bank Group lending policies would affect the 

place of India in the Bank's portfolio • The results are summarized in the 

accompanying Table 2~ The projections for total IBRD lending are those of 

"Scenario B" in last December's report to the Board on expanded Bank Group lend-

ing levels; this is the IBRD component of the constrained program (i.e., the 

Bank Group program in which the expanded Bank Group program is reduced by $1.5 

billion over the FY82-86 period and $3.3 billion is shifted from IDA to Bank 

terms). 

16. . At present India accounts for slightly over 5% of IBRD 

although this percentage would fall if (a) IBRD commitments to India were 

strictly linked to IDA as in the soft blend variant and (b) Bank lending 

expanded at the rate proposed in Scenario B. In the intermediate blend case 

India's share of total IBRD commitments would be 9.2% in FY83-85 while in the 

hard blend case this share would be 18.4%. The variations in the shares in the 

subsequent years shown on Table 2 reflect the fact that IBRD commitments to 

India are assumed to grow at a constant rate of 5% in real tenns following the 

VII Replenishment period compared to the varying growth rates of total IBRD com

mitments in Scenario B. For the FY86-90 period as a whole, however, the VII 

Replenishment period shares are maintained. The shares the Bank's 

interest earnings and in disbursed and outstanding debt would still be below its 
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share in commitments in FY90, but these figures are obviously tending toward the 

9.2% and 18.4% levels. (In the long run they would slightly exceed these levels 

if IBRD loans to India continued to have longer than average maturiti~s.) 

B~~d Conclusions 

17. The balance of payments projections for India, including the sensitivity 

runs, support the following general conclusions: 

(1) The Bank Group's choice between the "soft", 

"intermediate" and "hard" blend ·will make relatively 

little difference to India's balance of payments 

during the _1980s as long as the substitution ratio 

of Bank for IDA is such that the net transfer is at 

least sustained. It will, however, make a large 

difference to the size of India in the Bank's port

folio~ 

(2) The indLcators of creditworthiness and satisfactory 

balance of payments management are extraordinarily 

sensitive to relatively mino~ ehanges Ln the trade 

growth rates. Significant problems in balance of 

-payments management could be created by changes in 

· the growth rates of exports and imports which are 

within the normal range of uncertainty. Fortunately 

such changes would also he within a rang~ manageable 

by normal ra.ther than heroic polic 
·~·--

(3) Given the levels of aid on soft terms that can be 
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mobilized for . India, conces'sional assistance cannot 

begin to substitute for the structural adjustment 

measures necessary to the desired trade outcome. 

Adjustment is inevitable, and the only questions 

relate to how it can be brought . about in a way most 

consistent with other development objectives. 

18. For a number of reasons -- sheer size, variety of resources., industrial 

.base, import~nce of the agricultural secto~ -- the Indian economy is less sensi

tive to external developments than many other economies. In this sense the 

adjustment problem is in relative terms easier for India. Because of the 

country's size, however, the balance of payments flows involved are larger in 

absolute terms. The ew investments policy changes and institutional arrange-

ments that are needed will take time to put in place. For this reason it is 

expected that the balance of payments situation ·will become worse over the next 

few yea~s and will not really begin to turn around until the late 1980s. Given 

the favorable initial position in terms of reserves and debt ~tructure, the pro-

gress that has been made in the agricultural sector, and the potential response 

to improv~d policies, India should be creditworthy for the very substantial 

increases in IBP~ and other market terms borrowings that can be projected for 

the 1980s. Projections can never "prove" creditworthiness, but the analysis 

-suggests that the policy changes needed to maintain reasonable external finan-

cial stability are well within · what should be feasible with good (albeit not 

outstanding) economic management. 

South Asia Region 
~larch 6, 1981 





ECONOMIC REPORT 

1. The 1981 Economic Report is now in draft form and being discussed 
with the GOI. A copy of the 1980 Report i~ attached, but to provide more 
up-to-date briefing material, extracts of the draft 1981 Report have been 
prepared and are attached as indicated below: 

(i) Current Economic DeveloEments ... Tab 

(ii) Balance of Payments ............. Tab El 

(iii) Energy .......................... Tab E2 

(iv) ExEorts ......................... Tab E3 

(v) Agriculture and Irrigation ...... Tab E4 

(vi) TransEort ....................... Tab ES 

2. In addition, brief notes have been prepared on the following topics: 

(i) Industry ........................ Tab E6 

(ii) Forestry ........................ . Tab E7 

(iii) Family Planning ................. Tab E8 

3. The Sixth Five Year Plan (1980-85) was approved in late February, 
1981. A brief note $Ummarizing its major macro dimensions is at Tab E9. 
More sector-specific discussions of the Sixth Plan are to be found at the 
tabs indicated above. 
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1980 ANNUAL MEETING BRIEFING PAPER 

·INDIA 

General Background 

The Political Situation. 

1. After a year of intense politi~a l activity, eneral ele .s 
were held in India o a uar 3 and 6 1980. As a result of these elections, 
Mrs. Gandhi's Congress (I) party was returned to office, having won 351 . 
of the 542 Lok Sabha (lower house) seats and 42.6% of t ar vote, 
more than the combined total of the Janata and Lok Dal parties. Mrs. Gandhi's 
dissolution in Februar of ex'stin~ o os1t1o gove~ ants in nine SLates 
led to elections in t ese States in Ma in which the Congress (I) consoli-

ea 1 s o on the country by garnering majorities in eight of the nine 
States and thus control of the Rajya Sabha (upper house) of the Parliament, 
elected indirectly through State legislatures. 

2. The political uncertainty of the last year has inevitably affected 
Bank Gropp operat1ons 1n India, as important State7level and Central Govern
ment _administrative matters and investment decisions have been delayed · 
and bureaucratic insecurity has abounded. Presentation of the 1980/31 
budget was deferred until mid-June 1980 and the Government has announced 
that the raft Si (1978-83) would be set ide and a new Plan for 
~980-85 prepared by December/January of this year. Hhile the release 'Or
the budget and the recent approval by the National Developmen~ eouncil 
of the Plan Framework Paper (see para 8 below) have provided some indications 
of the Government's intentions, and the installation of the new State Gove r n-
ments should remove an element of uncertainty, a sense .: ~ "n 
both the economic and olitical spheres pe~sists. further changes in high 
level positions, including some at Cabinet level, are still expecte • 
The civil and olitical unrest in t e o· -e t States, pa ticula~ly 
Assani (where the principal issue is the status of Bengali immi~rants in 
Assam), continues, as does the associated oil bJ..GG-k-aJ , \vhich is reported 
to have iost the country 2.2 million tons in crude oil during the last 
six .months. And finally, the recent death of Sanjay Gandhi has contributed 
to emerging infighting i-n the Congr:ess (. Party, particularly evident 
between old guard Con ress po.Li,..tic..ians S.anjay 's sup orters -..vho nmv 
.find themselves leaderless. 

' The Economy. 

3. The economic situation in India deteriorated sharply in J97 
Real GNP is estimated to have fallen to about 3% below the 1978/79 levels, 
as industr: aonated and agricultural production declined b~ 
an estimated 8.5%. 

4. In agriculture, a delayed, deficient and erratic monsoon was 
primarily responsible for the 18% drop in kharif (summer) production and 
the 3.5-4% drop in rabi (winter) production. Despite the disappointing 
performance in 1979/80, the sizeable increases of recent years · in irrigation 
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potential and use of agricultural inputs are credited with having signifi
cantly reduced potential output losses by improving utilization of what 
rain there was. Moreover, the large foodgrain stocks the Government had 
built up during the preceding years' · record harvests v1ere sufficient 'to 
substantially mitigate the impact of the drought on the welfare of the 
population ~hile still leaving India with sufficient reserves to weather 
another year of equally bad or even worse rainfall. Fortunately, the 1980 
monsoon thus far a e 0 av bee ~ ~ faVOLable, although flood aamage 
1n the eastern region has been reported. 

5. Industrial reduction was severel co y 
shortfalls 1n er. generat1on as well as shortages of several key industrial 
inputs, such as coal cement, steel diesel fuel and trans~ortation services. 
The impact of the drought on hydro-electric power generation, combined 
with additional demand for power to drive irrigation pumps, exacerbated 
an already tight power supply situation. While power generation increased 
by about 2% during 1979/80, demand is estimated to have risen 15-18%. 
Pmver shorta es contribut ~hax; tc£al ·__ coa,l a d te z:~~~~ 

as did labor unrest, particulariy in the case of coal. Growth in 
for cement continued to outpace supply growth, largely due to the low level 
at which cement prices have been fixed. 

6. n.t.h..s Qf 1 980 18 J };;} av e seen a con t i nue Q_z__ though mar gina 1, 
decline in in_d.u ou-tp.ut, particularly in steel, aluminum, cement," · 
heavy vehicles, cotton, and sugar. Output of crude oil and petroleum products 
has also been constrained by the dis~uption of . crude oil supplies ftom 
Assam. However, recent cement price increases have opened the way for 
substantial capacity expansion, which should come on-stream by 1982, and 
there is evidence of improvement in the power situation. The good monsoon 
has increased hydel reserves and reduced demand for power for irrigation 
pumping. Moreover, coal production has risen and the system of allocation 
and transport of coal for power stations has been improved. 

7. The extended period of price stability India had enjoyefl in the 
late 1970s ended in early 1979, when shortages of key commodities (e.g., 
sugar, edible oils) combined with adjustments to important administered 
prices, higher import prices and the tightening balance between aggregate 
de1nand and supply to drive up the wholesale price level. By January 1980, 
wholesale prices stood at 21% above the level of a year earlier. The rate 
of \vholesale price increase has moderated some\vhat since the beginning 
of this year, now standing at an annualized rate of approximately 15%. 
Government res onse to inflation has largel focusse on t.ght£ niog credit 
an maintaining adequate supplies of basic commodities, through liberal -- -.. ~m orts where necessary. The newly released 19 81 eks to su ort 
this olic b reducin the projected Government defic· to rou hl half 
that incurred in 1979/80. However, this deficit reduction is based partially 
on recent major (and entirely appropriate) increases in the administered 
prices of petroleum products, fertilizers, and transportation. These necessary 
domestic price adjustments, when combined with continued international 
price pressures (particularly for petroleum-based products), will undoubtedly 
preclude a return to the unusual price stability that India enjoyed from 
1975-79. 
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8. 1979/80 also saw an erosion in Ind· 's balance~ payments position. 
Export export value stagnant) as a resu t o t e 
drought and domestic supply constraints, while the value of imports rose 
by 27%, largely due to the estimated 70% increase in the price of petroleum 
imports. Reserve growth tapered off sharply in 1979/80, and the first 
few months of 1980/81 have seen reserve drawdowns averaging US$100 million 
a month. Although reserves are still adequate to cover seven to eight 
months of imports, the dynamics of India's foreign account have clearly 
changed. 

9. · On August 31, the National Development Council (NDC) approved 
the Planning Corrnnission' s draft Frame-vmrk Paper for the Six th Plan ( J. 980/81-
84/85), consistent with the Government's schedule to present the Draft 
Plan itself to the NDC by January 1981. At the time of this writing not 
all the details are available but some broad parameters and policy indications 
have been reported. In real terms, public sector Plan outlay at Rs 90,000 
crores in 1980/81 prices is not likely to be much higher than the now-dis
carded 1978-83 plan prepared by the previous government. Targeted growth 
rates, however, are higher at 5-5.3% for NDP, 10% for export volume, 8-9% 
for industry, and 4% for agriculture. Financing the Rs 90,000 crore 
public sector outlay is predica t ed on a major resource mobilization effort 
by both the Centre and the States. Among the objectives stressed in the 
framework document are export promotion (through fiscal and exchange rate 
measures), curbing the rise in POL imports (by conservation through higher 
domestic prices and by greater efforts at exploration and development of 
domestic. oil and other energy s.ources), and import substitution. Removal 
of poverty remains a major objective. · 

Issues 

Economic Policy. 

10. You may 1;.7ant to impress on the Finance Minister the crucial impor-
tance we attach to progress on the economic policy issues reviewed below. 
The Plan Framework Paper and recent policy statement on industry ascribe 

. priority to each of these areas, setting forth, for the most part, policy 
objectives we find appropriate. However, at least with respect to the 
first four issue areas cited, the task o£ ~~ o2i~g ~ strate ies 
and programs consistent with these objectives remains largel undone. 
It would be appropr1ate to urge early i ent1.fication and implementation 
of concrete measures to serve the Government's stated objectives in these 
crucial areas. 

11. Exports. In v1ew of India's deteriorating balance of payments 
position, c~1cert d o n L~e fronts wLll be e~ d to stave off 
a return to the growth-inhibiting import control policies of the early 
1970s. First, India must develo a s tron The G l/..~.,J.cl-J.lu;:.J.,~ 

t9% P.er anaum export volume. g owth ebj e ive will require a vigorous, imagi
native effort, particularly in the context of recent disappointing export 
performance. It is clear that the cur t trade and industrial olicy 
regime does not ro ate incentive for investment 1n ex o t ca ac·ty. 
Wh1 e, as ment1oned above, the Plan Framework Paper stresses the importance 
of export promotion, identification of appropriate policies, which will 
provide incentives for export production while being manageable in terms 
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of fiscal policy and short-term foreign exchange requirements, has only 
just begun. 

12. Energy. As a second thrust in meeting the balance of 
payments strain, India must establish an 
stitute chea ahunda nt ene.r.gy: sources 
an omestic oil for imported oil. Within the past year GOI has undertaken 
a review o.f energy policy and a comprehensive study of operationa l issues 
in the power sector. These efforts have led to the setting of entirely , 
appropriate goals in terms of increased capacity utilization in the thermal 
power sector, accelerated coal and hydel dev elopment and oil exploration. 
Thus the stage is set for the impl ementation of vi gorous energy development 
policies. Improvements in financial and operational performance in the 
power sector will be particularly crucial in relation to our mvn operations 
program, given the magnitude of our existing and planned involvement in 
this sector. 

13. Import Substitution. Finally, the third element in t erms of 
policy response to emerging external resource constr.aints is India's in-
creasi impo nt objective of meetin dorrLestical e ..-),.!,.._.....,......,.~_.,~ 

requirements (e.g., edible oils, fertilizer, 
will require pricing and tax policies geared cash gener-
ation for key industries, increased capacity utilization (notably in fertili ze r, 
iron and steel), and improved input avail~bility (particularly of coal 
and power) and management. 

14. Industry. The re- er ~ nee in India of bottlenecks in infrastruc-
ture and supply of several basic inputs (see para 5 above) highli ghts the 
importance of improved efficiency, plant modernization and expansion in 
these sectors . . In addition, several adjustments must be ~ade with in the 
industrial sector over the next few years to accommodate India's current 
circumstances. First, the industrial sector must be encourage d to adjust 
itself to higher energy prices through appropriate domestic energy pricing 
policy. Second, as mentioned above, a substantial effort must be made 
to foster the growth of export and import-substituting industries. Third, 
many Indian industries are in need of modernization of their capital stock 
a_nd technol ogy, particularly in vieH of ever-rising energy costs. A recent 
policy statement delivered to the Parliament by the Minister of State for 
Industry lists as key objectives, inter alia, the revival of infrastructure, 
to be addressed on a ",var-footing", improved capacity uti 1 iza tion, promotion 
of export-oriented and import substitution industries through establishment 
of ne\v units and expansion of existing units, improved management in the 
public sector, "optimal utilization of energy", development of "modernization 
packages'' for small and large industries, and increased research and develop
ment to up-date existing industrial technology. The initial rumblings, 
then, are good. However, specific policy proposals have not yet emerged. 

15. Agricul~~e. The riorities for Government investment in agri-
culture remain th~ore effic1ent use of water through modern1zat1on of 
existing irrigation sc emes an 1mplementation of higher standards 1n new 
schemes, complemented by the continueS im rovement of in2ut deliv~~~~~~~ 
roviding credit, fertilizer, HYV seeds, pesticides, and e ~ 

pointed out above (para 4), State an Central Government efforts 1n these 
areas have already shown significant results. You- might commend the Minister 



- 5 -

on the Government's efforts in the agricultural sector and encourage continued 
emphasis on the identified priority areas. 

16. Population. India's family planning erformance data for l978/79 
and the first ten months of 1979/80 clearly indicate a come- ack from the 
sharp decline observed in virtually all major contraceptive methods during 
1977/78. Except for male sterilizations, the number of acceptors for all 
contraceptive methods surpassed the 1974/75 levels in 1978/79. So far, , 
policy makers have not made major attempts to accelerate the male steril-
ization program. Instead, they have opted for policies tha t would yield 
retatively modest but sustainable results with increased emphasis on non
terminal methods. The organizational structure and service delivery capabilities 
of India's family planning prograw have improved substantially over the 
years. Today, the program includes virtually all the components of a suc
cessful family planning program in use anywhere in the world and long experience 

• in motivational campaigns. With further emphasis, the c e 
with a larger clientele within a relatively sho t eriod. We continue 
to urge a strong emphasis on family planning, recognizing that, on the 
demand side' progress \vill to a large extent dep.end on impre~-e.: in 
income, education, health (especially maternal and child health), and employ
ment opportunities in rural India. 

Bank Group Assistance. 

17. Magnitude of Bank Group Lending. In Vl.e\·J of the emerging external 
resource constraints facing the Indian economy and the financing requirements 
indicated in the Sixth Plan Frame'\•70rk Paper, . the delegation may ask about 
the likely i mpact of the entry of China on Bank Gro up lend i ng to India , 
the prospects for increased IBRD borrowing, and the prospects for additional 
resources for structural adjustment lending to India. In the course of 
our recent CPP revie~v, it \vas agreed that increased IBRD lending for India 
was warranted, although determination of the actual amount of IBRD lending 
for the coming years was deferred until the next Bank-wide lending review. 
With respect to lending for structural adjustment, the need for the Govern
m_ent to undertake policy reforms in the areas of industry, energy, and 
trade was stressed. However, given the broad policy changes that would 
have to accompany a structural adjustment loan, it appears unlikel that 
agreemen~ on an adjustment program could be reached unless substantial 
amounts of additional Bank Group resources could be made available. Thus, 
while we will continue to explore potential structural adjustment strategies 
with the Government, we also intend to investigate alternative means of 
supporting proposed sector policy reforms -- in particular, through program 
components of project lending. 

18. Government Decision-Making and Project Preparation. TI1e total 
commitment of Bank Group resources to India in FY80 reached the record 
level of US$1,660 million -- US$1,535 million in IDA credits and US$125 
million in Bank loans. Our plans for FY81 and FY82 call for further increases 
in the lending program for India. While we have quite a strong project 
pipeline for the coming two years, the uncertainties of the last year have 
slowed the processing of our FY81 and FY82 programs and have made an uncom
fortable degree of bunching at the end of this fiscal year unavoidable. 
It would be appropr1.ate to impress upon e egation the fact that we 
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meeting our of total resource 
transfer to India iR the absenc~~-~~~ o e p ar.t,--u~.r--..... , 
Government to ex edite decisions for prompt processing of the 
len ~ng program. 

Disbursements. Total Bank/IDA during 
were US$729 million (US$561 million IDA; US$168 million Bank), an 

increase of approximately 36% over the previous year's to al of US$538 
million. ·The increase in the level of IDA disbursements was even more 
marked -- from about US$375 million in FY79 to US$561 million in FY80, 
a~ increase of nearly 50%. Moreover, the Ministry of Finance has indicated 
that it expects a further rise o approximately 30% in Bank/IDA disbursements 
in FY81, an increase which should be facilitated by procedural simplificat~ons 
to which we and GOI have recently agreed. Much of the ed· for the past 
year's improved performance go~ the Ministr its f (in ar, 
t enartment of Economic Affair which has focussed considerable attention 
during the year on monitoring project implementation and on streamlining 
its procedures for preparing and processing withdrawal applications. You 
may wish to corunend the Minister and the Secretary on· the performance of 
their staff and urge them to continue their efforts. 

20. Oil Exploration. On a specific matter may 
raise, the Go.J e~Q India has re..c.e-n, ......... -:J-~J.o!(..........,~ 
in off-shore oil exploration and has asked the B ~ 

proposed contractual arrangements with foreign oil 
deve pm..en.t_, as India's exploration program has up to now been much sma_ er 
than we feel is warranted. GOI has also indicated an interest in adding 
an oil exploration project to our pipeline. We have agreed to GOI's request 
that we provide technical assistance in the evaluation of collaborative 
arrangements with foreign firms. As for the possibility of a Bank-supported 
oil exploration project, r.ve plan to discuss the Government's intentions 
and interests in this regard during the negotiations for the Second Bombay 
High Offshore Development Project, tentatively scheduled for mid-October. 
The possibility of obtaining commercial financing for the Oil and Natural 
Gas Corporation's development program will also be discussed. 

Rev. 9/25/80 
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Biographical Data 

Mr. R. Venkataraman, Finance Minister, i .r;;;\ears old. A lav1yer 
by training, Mr. Venkataraman was educated at Madr~versity (M.A., 
LL.B.). In the early years of his career, he practiced law be f ore the 
Madras High Court and participated in the trade union m?vement, rising 
to the presidency of a number of Madras-based unions. A veteran Congresp 
leader, Mr. Venkataraman has had a lo liti£ He was active 
in the Quit India Movement (and, as a result, detained from 1942-44), a 
member of the Provisional Parliament of 1950, and elected to the first 
Lok Sabha in 1952, ~vhere he remained a member until 1957. From 1957-67, 
he \vas Minister of Industry in the dadras State Government, '"hile holding 
intermittently a number of additional portfolios, and from 1967-71 he was 
a Member of the Centra~ Government's Planning Corrnnission. In 1971', he 

. became Managing Editor of the Labour Law Journal and since 1977 has served 
as a member of the Parliament r~12 esen · a Mad :Quring his career, 
in addition to taking a parti ul r ·nte est in and trade u.u...!: • ..l.Co!:"'"-'~..,.~-..,,_. 
Mr. Venkataraman has been active in a number of international organizations. 
In particular, he served as leader of India's dele gation to the ILO in 
1958, delegate to six sessions of the U.N. General Assembly between 1953 
and 1961, and President of the General Assembl· 's Administration Trib 1 
from 1969-79. 

Mr. a, Secretar of Financ~partment 
of Economic Affa irs, i 54 years old. at the Punjab University 
and Luc know Un iversity, Mr. Malhotra holds a B.Sc. in Physics and Mathematics 
as well as a Bachelor's Degree in LaH (LL.B). In 1951, he joined the Indign 
dministrative and was assigned to the Madhya Pradesh· cadre. Between 

1 and 1970, he held a va riety of posts at the State level, concentrating 
in the areas of Public Finance and Ba~king. From 1970 to 1975 he served 
as Fiscal Adviser in the IMF, posted in Indonesia, Tanzania, and Washington. 
Since 1975, Mr. Malhotra has been in the Ministry of Finance's Department 
_of Economic Affairs, first as Joint Secretary (Bank/Fund), then Additional 
Secretary, and, since Nanmohan Singh's transfer to the Planning Corrnnission 
in April, as Secretary. 

The delegation will also include Dr. R.M. Honavar, Chief Economic 
Advisor, and Dr. M.D. Godbole, Joint Secretary (Bank/Fund), both of the 
Department of Economic Affairs, Ministry of Finance, and may include 
Mr. D. Das Gupta, Special Assistant to the Minister of Finance. 





Recent Political Developments in India (Addendum} 

Over the past year three kinds of political agitation have 

occurred which have raised fundamental social and political issue. Although 

these activities have as yet had little direct impact on the Government's 

authority -- Congress (I) administrations are firmly ensconsed at the Center 

and in most states -- the issues they have raised remain extremely 

contentious and unresolved. 

The 11 Foreigners 11 Issue 

Originating in Assam and spreading to some Northeastern states such 

as Manipur, Tripura, Mizoram, local populations (mostly students) have protested 

the presence on their territories of foreigners, mainly Bengalis from Bangladesh. 

They have demanded the expulsion of all foreigners who immigrated after 1951. 

The Government of India, claiming it has treaty obligations with Bangladesh 

to repatriate only those Bangladeshis who arrived after 1971, has said it 

cannot agree to this demand. 11 The situation is deadlocked, with the agitators 

demonstrating a capacity to organize strikes and blockades of strategic 

installations quickly and effectively. Although the Assam pipeline has been 

reopened after closure of almost a year, it remains vulnerable in any future 

agitation. Thus far the Government has not used the army to strike-break or 

to intimidate the agitators but the use of force in the future cannot be ruled 

out. 

Farmers' Agitation 

Following agitations by farmers in seven Western and Southern states 

in late 1980 for 'remunerative' farmgate prices 21 both the Center 

1/ Although these movements have been dubbed by the Center as anti-national, 
~ - and a possible prelude to secession by some N-E States, the continuing and 

unharassed presence of Punjabist ·Marwaris and Biharis in the tea estates indicates 
it is primarily a problem relat1ng to Bangladesh. 

2/ To be indexed to rises in consumer prices rather than production costs. 
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and the farmer's organizations have been adopting a wait-and-see attitude. 

·The Gujarat farmers' leader, Sharad Joshi, had promised to restart political 

agitation after talks in early January with the Minister of Agriculture had 

failed to produce a settlement of his demands. This has not yet happened 

though it appears Joshi and farmers leaders in other states do have the 

capacity to organize disruptive demonstrations. As a possible counter to such 

moves the Congress (I) and other parties have been organizing rallies of 

'kisans' (small, surplus cultivators) in Delhi to try and attract the 

affiliations of this group of people to the party system. It remains unclear 

how the farmers demands will be handled. 

Reservation 

The latest agitation, which began in late January, was started by 

medical students in five colleges in Gujarat. They were protesting a long

standing arrangement whereby a certain percentage of class and faculty 

positions was reserved f~ Harijans and persons from other scheduled castes 

and tribes. The protests, led by upper caste Hindus acting through the Anti

Reservation Action Committee, quickly spread to other Government departments. 

Violence was severe particularly in the cities of Baroda and Ahmedabad, and is 

continuing. What is ominous about the movement is not merely that it is aimed 

at undermining well-established rights of minorities and underprivileged groups 

which have been guaranteed by successive parliaments. It is that the violence 

has been particularly severe in Gujarat where Harijans comprise only 7% of the 

population. If similar caste conflicts spread to other states where the lower 

castes are numerically stronger, the violence could become extremely severe and 

could pose a threat to the stability of the central Government. 



RECENT POLITICAL DEVELOPMENTS 

1. General Situation. Mrs. Gandhi's Gove remains firmlY. in 
control at the Centre and in all States except West Bengal. By-elections 
for 15 State assemblies ln ate November saw a marginal accumulation of 
support for the Cong (I) (10 seats retained, three gained, two lost). The 
opposition r~mains fragmented. 

2. Although there have been numerous expressions of a general maiaise 
in the Government, it is difficult to see concrete effects of this. 
Indeed, a number of specific actions over the past year -- the management 
of the foodgrain shortfall, the difficult decisions to raise prices of 
POL, fertilizers and the issue price of selected cereals, and the 
preparation and approval of the Sixth Plan only slightly behind 
schedule -- would, if anything, point in the opposite direction. 
Nevertheless, over the past several months there has emerged among a cross 
section of Indian public and private leaders ~ mood of disappo~a~ment in 
the Government's performance and skepticism of its ability to act, whic 
is in itself a matter of concern. 

3. Considering the substantial power and authority commanded by 
Mrs. Gandhi, it was not surprising that two actions taken late in 1980 
sparked off national debates about the threat to democracy and the 
political system in India. First a National Security Ordinance was 
promulgated which provided for preventive detention without trial for a 
period of up to one year for a broad spectrum of "anti-social" behavior. 
Second, Mrs. Gandhi opened a National Conference of Lawyers a call for a 
national debate on the institution of a presidential form ot Government. 
Some commentators have expressed surprise at the continuing inclination of 
the Government to obtain more power rather than concentrating on using the 
substantial amounts it has more effectively. Mrs. Gandhi has recently 
backed off from suggestions that she wish to change the form of 
government. 

4. Government Appointments. There remain unfilled cabinet vacancies 
(Defense, Industry, Works and Hou·sirig, Steel and ~ines, A:gricul ture, . 
Education, Labor). Changes in Secretarial appointments are frequent. Two 
recent Ministerial changes have been. made: former Petroleum and 
Fertilizers Minister (Patil) was shifted to Shipping and Transport and 
replaced by P. C. Sethi; Railways Minister Tripathi resigned (after public 
criticism of railway performance by Mrs. Gandhi) and was replaced by K. 
Pande, formerly Minister for Irrigation. 

5. Jn early March, an Economic Administration Reforms Panel was 
established to be headed by L. K. Jha, who would be given t e sa e s~atus 

as Deputy Chai~man of the Planning Commission and report directly to 
Mrs. Gandhi. The panel is expected to deal with major economic policy 
issues and ensure more rapid implementation of Government decisions. 

6. Assam. In January a Congress (I) Gove rnment under Mrs. Taimur was 
installed. Previously the Assam Ministry had been headed by various 
personal advisors to Mrs. Gandhi, seconded from the Central Secretariat. 
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While it -was hoped in Assam that this change to "representative" . 
Government indicated the prospect of a more conciliatory attitude by the 
Centre, it has brought no appreciable progress towards convening talks. 
Each side reconditions or talks which are not acce table t the 
ot er. The 'students' remain militant and capable of organizing 
spontaneous and successful bandhs. However, their position has been 
considerably undercut by the resumption of crude oil production and 
refining in early February. 

7. Farmers' Agitation. In; November a relatively unknown £a~ar in 
P-une, Sharad Joshi, organized local farmers (mainly surplus producing 
cultivators, it seems) to agitate for what they termed 'remunerative' 
farmgate prices. They asked t-hat prices be indexed to movements in 
consumer prices rather than production costs. At the same time they 
demanded lower prices of inputs. The agitation spread to other States 
(Tamil Nadu, Gujarat, Bihar, U.P., Karnataka, A.P.) though there seemed to 
be no uniformity in the way demonstrations were organized. Mrs. Gandhi 
reacted sharply to anyone who tended to speak out for farmers' interests, 
publicly snubbing Maharashtra's Chief Minister Antulay and having a 
Minister of State in Karnataka sacked. She refused to see Joshi in Delhi; 
he was sent to talk instead with the Minister of Agriculture. Terming 
these talks 'fruitless', Joshi vowed to resume his demonstrations in late 
January, to culminate in a march to Delhi in mid-March. Despite the 
attempts made by some political parties (especially the Lok Dal and 
Forward Bloc in Bihar) to court the agitators, the farmers' agitations 
have tended to by-pass political parties. ~n late February Mrs. Gandhi 
herself staged a massive "kisan" (farmers) rally in Delhi. She spoke out 
forthrightly, making clear that concessions to sectional gro~ps would not 
be considered if they were inimical to the larger economic interests of 
the country. 

8. It is difficult to assess to what extent these agitations are 
representative of the farming community or only of a certain class of the 
wealthier farmer-politicians. Objectively their case for hi her. ~ices 
for sugarcane at least appears weak. There is a danger that by their 
influence on state governments, these farmers' groups could circumvent the 
efforts of the GOI to establish, through the Agricultural Prices 
Commission, a rational agricultural pricing policy. 



INDIA 

CURRENT ECONOMIC DEVELOPMENTS 

1. The rebound of the Indian economy in .1980/- 1 from the 
disappointing performance of the previous year was slow in coming, despite 
a return to normal weather in 1980. Nevertheless, many economic 
indicators began improving in the last half of the fiscal Y.ear, with some 
inaicators picking up sharply. After the falls in both agricultural , and 
industrial production in 1979/80, many observers had expected a strong 
recovery in 1980/81, with foodgrain production exceeding the 1978/79 
record of 132 million tons, an early easing of basic supply constraints, 
and industrial production growing by as much as 8%. In the event, 
foodgrain pro~uction will not exceed the 197,8/79 level although the crop 
w1ll be a good one. Several SU£21Y constraints, particularly rail 
transport and electricity, persisted longer than had been ex ec d, 
although there had been early improvement in some, such as coal production 
and port clearance. Industrial production rose ¥. n~¥ 4% duxing 1980/81, 
although it is now rising at a faster rate, and growth in 1981/82 shoui 
be much stronger. Real GDP rose by about 8% during 1980L81. 

2. Agriculture. A ricultural production rose by about 14% in l9&QL81 
after the 16% fall in 1979/80. The 1 80 monsoon was one of India's best 
through August. The rains appeared on time and were well distributed. 
Unfortunately, the monsoon deteriorated sharply ·n Septemb~ and some 
areas, particular y in t e western part of India, experienced long breaks 
in the rain. This adversely affected all crops; but groundnut and cotton, 
which are both grown in Western India, were more affected than foodgrains. 
In broad terms the 1980 ~onsoon wa a no~a~ one, lthough wa~e than 
normal for a few crops. It was much better than 1979's but not nearly a 
favorable as 1978's. Table 1.1 presents estimates of the 1980/81 crop 
along with comparable estimates for the previous two years. 

3. Fertilizer consumption grew only slowly for the second year in 
succession. In the three years 1976/77 through 1978/79, consumption grew 
by 17% to 27%. During 1979/80, consumption grew by only 2.7%, due to 
drought. During 1980 81 consu g~ only about 5% s ite better 
weather, because of a 38% price rise during the year n~ short supplies. 
Area under irri ation continues to rise at the accelerated rate of over 
~wo mi lion hectares per annum, divided about equally between surtac ~d 

~groundwater development. 
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Table 1.1 

AGRICULTURAL PRODUCTION, 1978/79 TO 1980/~ 

1978/79 1979/80 1980/81 Percentage Change During 
(Revised) (Final) (Provisional) 1979/80 1980/81 ---

Foodgrains 131.9 108.9 -17.4 15-19 
(million tons) 

Five Major Oil seeds 9.6 8.1 8.4 -15.6 3.7 
(million tons) 

Cotton Lint 1.4 1.3 1.3 -3.0 
(million bales) 

Sugarcane 156.5 128.0 155.0 -18.0 21.0 
(million tons) 

Agricultural 
Production Index 
Triennium ending 
1969/70 = 100 139.4 117.0 133 .. 0 -16.0 14.0 

Source: Ministry of Agriculture and World Bank estimates. 

4. The final estim of the 1979/80 food of 108.9 million 
was much lower than earlier estimates. an unprecedente 
of 23 million tons from t e p year's record crop of 132 

million tons. Even though some fall was to be expected as the trend level 
is below that record, the low production meant a large reduction in the 
domestic availability of foodgrain during 1980. This was managed in ways 
that successfully avoided much of the distress that has accompanied low 
harvests in the past. Government foodgrain stocks were 17.4 million tons 
at the start of 1980, and during 1980 public agencies procured 11 million 
tons ttirough price support programs. Public distribution of grain through 
the Fair Price Shops was 13 to 14 million tons. The Government released 
another 2 million tons through Food for Work Program, which continued to 
be needed in 1980 to handle the effects of the 1979 drought on employment 
and income of agricultural laborers. Thus foodgrain stock w drawn 
down by 5. million tons during 1980, and the stock leve at the end of 
December was 12 million tons, .5 million tons of wheat and 6.5 million 
tons of rice. Although foodgrain prices did rise somewhat starting in 
June 1979, the rise in 1980 of 16.7% has been no higher than that of the 
total for all commodities. 

5. Availability of sugar became strained during 1980, particularly in 
the last quarter. The very low level of sugarcane production during 
1979/80 showed up during 1980 as a severe scarcity of sugar, despite 
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marginal imports. The proportion of the cane crop sold to the mills also 
fell because village and small scale processors were able to offer higher 
prices to the farmers since the pric~of their products, unlike sugar, are 
not controlled. 

6. Despite the low production of edible oils in 1979/80, per capita 
availability was maintained through 1980 at levels only slightly below the 
high levels of the past four years by continued imports of over 1 million 
tons of oil. Nevertheless, reports of yet another poor groundnut crop in 
1980/81, speculation that the Government would limit imports for 1981 to 
at most 1 million tons of oil, and reports of an informal ·agreement 
between the Government of Gujarat and oil millers to restrict movement of 
groundnut oil out of Gujarat, caused prices to spurt at the very end of 
1980. 

7. The Government increased support and procurement prices for a 
variety of agricultural commodities as part of its pricing policy to 
encourage expanded production. In general, the procurement prices of 
foodgrains were raised more than the price of other agricultural 
commodities. The issue prices of rice and various coarse cereals 
distributed through the public Fair Price Shops were raised in November 
1980 to offset the higher procurement prices. The prices of coarse 
cereals were raised 10% and rice 9% to 10%, depending on the variety. The 
levy price of sugar (the price paid to mills fo r the sugar levied by the 
Government) was raised 23% at the same time to compensate mills for the 
increased price of cane which mills are required to pay farmers. 

8. Many analysts have argued that the procurement prices of rice and 
wheat, which become support prices in many marke ts at harvest time, are 
already high enough and think that the Government should raise the support 

4 prices of certain other commodities, particularl y pulses and oilseeds, 
faster than those for rice and wheat. The fall in the foodgrain stocks 
during 1980, however, means the Government needs to boost procurement out 
of the larger 1980/81 foodgrain crop to replenish stocks. The latest rise 
in the procurement price for rice and the recommendation for the large 
increase in the procurement price for the 1981 wheat crop can be 
interpreted as needed to ensure ample procurement. As India expects to 
export a limited amount of cereals during the next four years, it will 
also be important to set procurement prices so that export of the cereals 
is possible at world market prices without a l oss t o the Government. 

9. The procurement and support prices set by tthe Central Government 
sometimes are different from those established hJ ~tate Governments. In 
the past States have occasionally set foodgrain prm£urement prices 
slightly higher than those adopted by the Centre. States sometimes 
stipulate state advised prices which sugar mill ·s 'HSt pay to farmers for 
sugarcane and which are much h i gher than the s tatuntory minimum prices 
fixed by the Central Government. During 1980/81, fi armer agitation in 
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Maharashtra and elsewhere has led some State Governments to fix higher 
support or minimum market prices for sugarcane, cereals and, in 
Maharashtra, onions. 

10. Industrial production deteriorated shar 1 
er our ears with an avera e rate o 

In 1979/80 manufacturing industries declined by 2.1% 
w 1 e e ectricity generation increased by only 2.1%, and mining and 
quarrying was virtually stagnant. S~h~o~r~t~a~g~e~s~o·f~~~~~~~~~~~ 
commodities ( oal ~el, ceme t) a~ricultu ua u 
and labor unres o tributed to the deterioration in industrial 2roduction 
in 1979/80. 

11. ublic infrastructure and the supply of certain 
basic commodities continued to be a const~ain~ to ·ndustrial ro uc on. 
Railway transport was perhaps the biggest bottleneck. Even though coal 
production did increase markedly early in the year, many users of coal 
complained of shortages as coal stocks rose at pitheads. For the year as 
a whole, coal production rose about 6% to reach 110-111 million tons. 
Power generation rose only by 7%. The production of steel continued to 
decline during 1980/81, as power and coal continued in short supply. 
Production of fertilizer rose only marginally as a rise of over 10% in the 
production of phosphatic fertilizer just barely offset a decline of about 
1% in the much larger production of nitrogenous fertilizers. N•t ogenous 
fertilizer production was hurt by power shortages, by labor tro bles, and 
particularly by feedstock supply problems that derived from the Assam 
situation 1/. The latter directly affected the producti~n of cru e oil, 
which declined 14%, and the production of refined petroleum products, 
which fell by 9%. 

12. Several factors 
second half of 1980/81. ~~~~~-~~~~~in 

such as steel, 
the 

ll Political agitation in Assam resulted in an embargo in the move
ment of crude oil and oil productions out of Assam during virtually 
all of 1980. This meant two major refineries, Bungaigon in Assam 
and Barauni in Bihar, operated very little, resulting in severe 
shortages of naphtha feedstock as well as other petroleum products. 
Although no resolution of Assam's political crisis is yet apparent, 
full production of r oil wa ~esumed (under Indian army supervi-
sion) in February 1981. 



13. Overall, the index of industrial prodpctiefl rose aa~wt 4% jn 
!,980/Sl , a formance in the c f of the ear offset the 
poor first half. See Table 1.2. In fact, the second half performance has 
established a rate of growth that, if continued, would indicate quite 
strongly industrial growth in 1981/82. 

Table 1.2 

INDEX OF INDUSTRIAL PRODUCTION, 1979/80 AND 1980/81 

Mining and 
Quarrying 139.2 

(5.9) 

Electricity 195.1 
(7.1) 

Manufacturing 140.2 
(-1.7) 

General Index 145.2 
(-) 

(1970 = 100)" 

1979/80 1980/81 ----
Oct-Mar Year 

151.0 145.1 
(-3.7) ( .7) 

188.6 191.8 
(-2.5) (2.1) 

146.8 143.5 
(-2.5) (-2.1) 

151.0 148.1 
(-2.7) (-1.4) 

-----
Apr-Sep Oct-Mar Year 

(Provisional) 

135.6 158.1 149.0 
(-2.6) (7.6) (2.7) 

192.5 218.4 205.4 
(-1 .• 3) (15.8) (7.1) 

140.6 157.6 149.1 
(.3) (7.4) (3.9) 

Source: Bank staff estimates 

~ 

Note: Figures in parenthesis are percentage change over the correspond
ing period of the previous year. 

14. The Government introduced a variety. of policy changes designed to 
improve the environment for industrial investment and production. Some of 
these were announced in the June budget speech of the Finance Minister, 
some in the July Industrial Policy Statement of 1980 and others in various 
notifications and announcements throughout the year. One of the most 
important changes was the significant increase in the categories of 
industrial firms allowed automatic expansions of 25% in five years without 
a new licence or other permission from the Government, subject to certain 
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conditions 1/. A virtually identical group of industries qualifying for 
automatic e~pansion was allowed to regularize existing capacity in excess 
of authorized capacity, subject to certain conditions 2/. In the budget 
speech, the Finance Minister announced modifications i~ the convertibility 
clause now included in loan agreements between public financial (term 
lending) institutions and industrial firms. This clause allows the 
Government (through the lending institutions) at its discretion to convert 
loans outstanding into equity. The changes are that now the clause will 
apply to loans exceeding Rs 10 million (US$1.25 million) rather than Rs 5 
million, and the convertibility clause would not be exercised to raise the 
Government's holding of a firm's equity above 40% 11. On December 3, 
1980 the Government announced a partial relaxation of its industrial 
location policy, which had restricted the creation or expansion of 
industrial capacity within municipal limits. All of these changes were 
designed to improve industrial efficiency and make better use of existing 
industrial capacity. 

15. The July 1980 Industrial Policy Statement states that "Government 
would sympathetically consider requests for setting up 100% export 
oriented units, requests for expansion of existing units exclusively for 

1/ The 1975 provision for automatic growth was applied to an 
initial list of 15 engineering industries producing mainly capi
tal goods. The August 14, 1980 notification (following the July 
Industrial Policy Statement) added another 19 industries con
sidered to be basic or strategic industries or involving high 
technology or having long-term export potential. These 19 in
dustries produce mainly intermediate goods -- chemicals other 
than fertilizers, drugs, pulp and paper, automobile tires and 
tubes, glass, ceramics and cement, non-ferrous metals, fertiliz
ers. The conditions are that the items produced should not be 
reserved for t~e small sca~e sector; expansions requiring im
ported capital equipment would attract an export obligation; and 
the firms should not be a dominant undertaking in the industry. 

ll The main conditions are: the item produced is not reserved 
for the small scale sector, the firm is not a unit controlled 
under the Foreign Exchange Regulations Act (FERA) or the Monopo
ly and Restrictive Trade Practices (MRTP) Acts and no additional 
machinery is installed. 

3/ However, in the case of persistent default, mismanagement or 
continuous closure of a unit producing essential goods or ser
vices, the lending institutions, with the concurrence of the 
Government, can raise their equity through this clause to even 
more than 51%, if need be. 
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purposes of export and for allowing higher production for exploiting fully 
emerging opportunities". By the end of November 1980, the Government 

ced oval by the Cabinet Comm1ttee on Exports of a scheme 
for rovidin special facilities to 100%-ex art-oriented units which 
includes the exemption of tariff duties on imported cap1ta goods, raw 
materials and components; liberal imports of raw materials and components, 
and thel ~on-enforcement of the condition unde he Foreign Exchange 
egulations Act that foreign shareholders must reduce thei ings 

to 0% or less of total share capital. The Monopolies and Restrictive 
Practices (MRTP) Act has also been amended to exclude exports for the 
purpose of determining the dominance of a unit under the MRTP Act. 

16. The 1980/81 budget 
af e~ting ~ofit ·11 ~ ·nd stry, to 10% 
of the surcharge on corporate income tax, an addi t ional depreciation 
allowance and a reduction or elimination of excise duties on a wide 
variety of goods. To attract additional forei gn f inancing for industry, 
the Government announced a liberalization of foreign private investment 
from individuals from OPEC countries, whereby inve stment would be allowed 
in certain firms up to 40% of total equity, even where no technology 
transfer or export obligations are involved l/. 

17. These 
ex ansio and 
restrictions that have accumulated under India's 
policy. Nevertheless, the basic features of the 
force, so that these c an _es do not s1gn1 1 
1n ustrial · vestment a n production prevalent 
tias said that furt er changes are ossi~le but waiting 

e response from these changes before introducing others. 

18. Prices. The rate of inflation continued t o accelerate through the 
first half of 1980/81 and began to decelerate thereafter. In the first 
half of the year wholesale prices showed the effects of the bad harvests 
in 1979/80, increased oil prices and, to a lesser extent, continued 
infrastructural bottlenecks and supply shortages. Rises in certain · 
administered prices, particularly petroleum produets and fertilizers, had 
a significant effect as well. In the last half of the year, prospects of 
a normal agricultural harvest and some easing of t he infrastructural 
supply constraints ameliorated a bit the price r i se, despite another rise 

ll The investment can be in export-oriented companies or one of 
the 19 core industries. MRTP and FERA companies can also avail 
themselves of the investment, and ]oint ventures can raise loans 
abroad provided the terms are reasonable. Hotels and hospitals 
also qualify for this investment. 
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in the price of petroleum products. Nevertheless, the average rise over 
the year, 17% was about the same as in 1979/80. Consumer prices broadly 
reflected previous rises in wholesale prices but at the lower rate of 

· about 12% in both 1979/80 and 1980/81. 

19. Growth in the money supply was sufficient to accommodate these 
higher prices, although it was lower than in the recent past 1/. How~ver, 
the main source of growth in the money supply during 1980/81,-an increase 
in net bank credit to the public sector, may contain more inflationary 
potential than the higher rise in the period 1975/76 through 1978/79, when 
the main source of money growth was the rise in foreign exchange and grain 
reserves. In fact it is the drawdown of· the9e reserves now that is 
dampening the growth of the money supply despite fairly heavy public 
sector borrowing. 

20. During 1980/81, about half of the price rise was contributed by food 
items, mainly by very large rises in the prices of a few items in 
particularly short supply. Almost all of the rise contributed by food and 
agricultural items derived from shortages of sugar products, oilseeds and 
pulses. One-quarter of the price rise was contributed by rising energy 
prices, and almost all of this was due to POL prices. The remainder was 
fairly evenly spread among other manufacturers (see Table 1.3). 

ll National product fell about 5% in 1979/80 while the money 
supply (M3) rose 17%. National product rose 8% in 1980/81 while 
the money supply rose about 13% to 15%. 
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Table 1.3 

CONTRIBUTIONS OF SELECTED C0~10DITIES TO THE ANNUAL INCREMENT IN THE 
WHOLESALE PRICE INDEX a/ 

Weight in 1980/81 
the Index 1979/80 (Apr-De~) 

(percent) (percent) (percent) 

Food Items 47.3 41.1 52.4 
of which: 

Cereals (10.3) ( 5.4) ( 5.6) 
Pulses ( 2.8) (-0.2) ( 3.6) 
Sugar, Khandsari & Gur ( 7.2) (19.2) (29.7) 
Edible Oils, Oilseeds & ( 8.8) ( 8.0) ( 8.1) 

Oilcakes 
Others (17.8) ( 8.7) ( 5.4) 

Non-Food Agricultural Items b/ 6.4 4.5 1.2 

Energy Prices £_/ 9.7 21.6 26.1 
of which: 

Crude Oil, Natural Gas & ( 5.5) (17.0) (22.7) 
POL Products 

Others 36.6 32.8 20.3 
of which: 
Fertilizers ( 1.3) (-0.3) ( 2.1) 

Total 100.0 100.0 100.0 --- --- ---

a/ Based on percentage change in the average level of the index in the 
period indicated over the average level of the same period of the 
preceding year. 

b/ Excludes oilseeds. 
£..1 Includes the entire minerals category, which includes a few items of 

non-energy minerals, which have a small combined weight. 

Source: Office of the Economic Adviser, Ministry of Industry, Government 
of India. 

21. The deficit in the 1980/81 Central budget was considerably 
higher than the Rs 14.5 billion (US$1.8 billion) anticipated at the time 
the budget was first presented to Parliament. The main reasons for the 
rise were larger transfers to the States for plan expenditures and greater 
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budget transfers to public sector undertakings reflecting their lower 
earnings, or larger losses than expected. Subsidies for food, fertilizers 
and export incentives remained large -- but they did not grow 
significantly because the Government raised food and fertilizer prices 
during the year. Tax revenue reached its expected level. 

22. As noted above, net Bank credit to the public sector rose 
significantly and more accurately reflected the poor revenue performance 
of the public sector. Many of India's largest public sector organizations 
(including _The Steel Authority of India, Coal India Limited, The Oil and 
Natural Gas Commission, Oil India Limited and Indian Railways), 
experienced disappointing revenue performance due to production at lower 
levels than expected. Although these organizations encountered special 
problems in 1980/81-- power, coal and rail transport shortages and 
political unrest -- their poor performance further accentuated the chronic 
problem of low public sector saving, despite heavy investment in the 
public sector. Public sector saving probably fell again in 1980/81, after 
falling from 4% to 3% of GDP in 1979/80. 

23. The broad dimensions of the 1981/82 budget were given in the 
Finance Minister's budget speech to Parliament on February 28, 1981. The 
total 1981/82 budget is about Rs 249 billion (Rs 153 billion revenue 
expenditures and Rs 96 billion capital expenditures), about Rs 20.6 
billion higher than the revised 1980/81 budget. Total re~eipts are 
estimated to be about Rs 233 billion (Rs 143 billion revenue and Rs 90 
billion capital receipts), giving a projected def icit of about Rs 15-16 
billion, compared with deficits of Rs 14 billion and Rs 20 billion in the 
original and revised 1980/81 budgets, respectively. The projected 1981/82 
receipts include several measures to mobilize additional resources: 
additional tax revenues, arising mainly from a 5% increase in duties on 
imports other than edible oils, PQL and fertilizer and excise duties on 
textiles, expected to net, after some reductions in income taxes, about 
Rs 2.7 billion; income from bearer bonds of habout Rs 10 billion; and 
increases in telephone and railway rates result i ng in about Rs 3.5 billion 
additional revenue. 

24. Balance of Payments. India's balance o·f payments in 1980/81 
turned out to be somewhat worse than projected a year ago. The main 
reason was the continuation throughout all of 1980 of the embargo on the 
movement of crude oil and petroleum products from, Assam. This required 
the import of about 3.5 million tons of extra petrEoleum products at a cost 
of over US$1 billion. Fertilizer production fel] due to lack of naphtha 
from the refineries in the eastern Region, and thi s also increased the 
import requirements. The import bill rose to a.J.ntm·st US$15 billion. 
Exports grew in value terms as expected to just ~ver US$9 billion, 
although the volume growth was only 4% to 5%, sJt.:ii.gfutly lower than hoped. 
The resulting rade of · if her · than ex ected by 
about US 1.5 bil ion. trade deficit inanced with 
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Table 1.4 

BALANCE OF PAYMENTS ESTIMATES (US$ Million) 

Exports 
Imports 

Trade Balance 

Net Invisibles 

Current Account Balance 

Net Aid 
Use of IMF Credit 
Capital n.e.i. 
Change in Reserves 

(- equals increase) 
End of Year Reserve Leve~ 

1979/80 
7,958 

-11,111 

-_1_, 153 

2,448 

705 

1,105 

178 

222 
7,357 

1980/81 
g-:Q5o 

-15,000 

~ 
2,600 

300 

550 
6,807 
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Balance of Payments Estimates 
(US$ millions) 

Merchandise Exports 
Merchandise Imports 
Trade Balance 

Net Invisibles 
Current Account Balance 

Net Aid 
Other Borrowing (net) 
Capital n.e.i. 
IMF Credit 
Change in Reserves 
(- equals increase) 
End of Year Reserve Level 
(Months of Import Coverage) 

Source: World Bank estimates. 

Estimates 
1980/81 1981/82 

2,600 2,850 
-_1,350 -_1,000 

1,413 1,718 
317 (1TIJ 
100 

1,035 
485 529 

7,094 
(5.3) 

Projections 
1984/85 ---

3,600 
-__2,800 

- 1,169 

7,730 
(3.2) 

\ 





Thal Fertilizer Project 

1. The annexed Board statement by Mr. Hopper sets out the sequence 
of events which led to our refusal to declare this US$250 million loan 
effective on December 31, 1980. There was a mixed res onse r action 
b the Indian ress. Government reaction was expectedly tough. The Prime 
Minister, speaking to the press at Calcutta airport, alleged 
"interference" by the Bank in India's internal affairs, presumably 
referring to our refusal to accept the Danish firm Messrs. Haldor Topsoe, 
selected by GOI, as the ammonia plant engineering consultants. Mr. P.C. 
Sethi the Minister of etroleum and Chemicals has been a more persistent 
and vociferous critic of the auk's action. Mr. Sethi has visited Europe 
recently to try to raise the foreign funds now required to execute the 
project. Recent press reports of a statement he made in the Lok Sabha 
(February 12, 1981) indicate that Denmark (US$30 million), Japan ·(US$69.8 
million), Italy (US$20 million) and the UK l/ (US$67.5 million) are 
expected to help out with financing the project, and a French commitment 
is expected shortly~ usts have how · creased due to the delay in 
placing foreign orders and the foreign exchan e a is now considerably 
higher than the US$250 million originally ~ledged z the Bank. 

2. n the meanwhile we have ne otiated the Hazira ~t·~·zer 

Proj which was also held up pending appointment of ammonia plant 
engineering consultants. For this project, we have accepted GOI's 
selection of Messrs. M.W. Kellog (USA) as the ammonia plant engineering 
consultants because they have the required qualifications and .experience 

. to construct large plants of this size (-1,350 tpd). A US 400 mil ion 
Credi or the Hazira roject is due to be considered ~ th 
March 31 1981. 

l/ It ·is not clear whether this amount excludes the US$45 million 
of British assistance committed to the Thal project at the time of 
negotiations. 
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Mr. Chairman, in June 1979, this Board approved a Bank loan for 

India in the amount of $250 million that would support the construction of 

a very large fertilizer plant at Thal Vaish~t, which is close to Bombay. 

being the appointment of an ammonia lant engineering consulta t, that is, 

a consultant to assist in the construction of the ammonia lines for this 

plant. 

The first terminal date for effectiveness· was Nqvember 20, 1979, 

and at the request of the Government of India, this was postponed, and it 

has been postponed seven times, to December 31, 1980. 

appointed bY- the Governme satisfaction of the Bank. 

Prior to December the 31st just past, the Government of India had 

indicated to us the selection of a contractor for this purpose and, I will 

come to that in a moment, that did not meet the satisfaction of the Bank 

and, therefore, the loan was not made effective at the end of December, 

and the effectiveness date was not extended. 

If I could, Hr. Chairman, I would like to go back a little bit 

on the history of this activity. 

MR. HcNAl-l-\RA: Surely. 

MR. HOPPER: At the time of presentation of the loan to this 

Board, there had been agreement rezch~d with the Gov~rnnent of.India on 

the criteria .:1nd m~thods that ~:ould bv used to judge the technic<ll 

capabillt"i~s thnt the contractor- ,,...·ouLi brin p, to the construction of two 
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large am~onia lines and to the implementation capabilities for this 

purpose. 

Now, it is customary in the Bank that when we have consultants 

that we are fairly lenient on ·the selection procedures of the consultants. 

But for very large plants of this kind la~ts hat are at the ed e of 

technology, which are exceedingly large, the consultants carr hem 

basically the technology that they will supervise, and they carry with 

them a very deep responsibility ·to oversee, select and oversee, the 

contractors that will erect the plant. And, therefore, the bulk of the 

bids were by firms that combine consulting~ engineering and contracting 

capabilities. 

The Government of India had requested bids from six firms. C.F. 

Braun of the U.S., Kellogg of the United States, Humphreys and Glasgow of 

the U.K., Tecnimont of Italy, Haldor Topsoe from Denmark--ind it was 

understood that Messrs. Topsoe would have a contractor and would specify 

that contractor when they submitted their bid, because they are not a 

contracting firm, and the others are contracting firms--and Toyo 

Engineering of Japan, we.re invited to bid. 

Under the agreed criteria for judging the bids received, ~ 

Braun ·of the United States was judged the fir~ that offered the best 

technology and the best, implementation cap3bility. Very close to Braun 

was Toyo of Japan and Kellogg of the United States. 
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T was a gulf between those and the three other bidders--

Tecnimont of Italy, Topsoe with its presumed contractor, and Humphreys and 

Glasgow. Accordingly, and s agreed with the Bank and r~commended by the 

technical committee in India that reviewed the bids, an offer was made. to 

C.F. Braun of the United States by the Indian firm that would be 

responsible for building and operating the plant. 

The contracts were initialled, and Bank concurrence for that 

initialling was given. The contracts were not ratified as required in 

India by the Government and, indeed, there was a change of Government and, 

accordingly, the effectiveness date was extended to permit whatever new 

Government might emerge from the January elections of 1980 to review the 

initialled contracts. 

The new Government came to power and asked for a all 

the old Government's contracting activities. The firms were again 

contacted, and several firms indicated continued interest. Tecnimont did 

not. A new technical committee was established to review the contracts, 

and the new technical co ain recommended c.F. Braun as the firm 

to be chosen. 

The results of that technical committee's recommendations were 

reviewed by a Cabinet Committee of Government and, in August, mid-August, 

the Cabinet Committee ~f Government reco~ended that the consultancy 

contract go to Halder Topsoe of Denmark. We asked the Government of India 

for an _opportunity to review the technical justification for that 
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dec~sion, both on the process offered and on the implementation 

arrangements of Messrs. Topsoe. 

Mr. Chairman, we have had a good deal of contact with Messrs. 

Topsoe ·and Snam-Proget ti in t·he past. Indeed, Snam-Proget ti is the agreed 

contractor for the urea lines at the Thal Vaishet plant, and at the Hazira 

plant which is presently under appraisal by the Bank as a second very 

large fertilizer plant. 

This consultancy contract was for the ammonia lines, and these 

would be very large ammonia lines, I stress again, at the limits of 

technology, and in the agreed ~riteria, experience in establishing and 

building that kind of plant was an important part of.our assessment, 
·-- .. .. 

although as one component of the assessment. 

The Government of India was informed on October 29 that in the 

·Bank's view, what had been submitted to us in September as the 

justification for the change in contractors was not satisfactory. The 

Government of India asked for an extension of the effectiveness date of 

the loan from October 31, to December 31, to permit additional submissions 

-to be made. That request was acceded to, and the effectiveness date 

became December 31. In that period of time, the Bank's technical staff 

met both with Hr. Topsoe and with members of his staff, and reviewed the 

documents submitted_to'us by the Government of India, which gave the 

technical details of the plant and the justification for the Government's 

change 9( decision. 
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In assessing the technical details offered for the 

implementation capability that was available, it was decided by me that 

· the r~sks inherent in accepting the Government of India's desire to change 

the cont~actor were greater than the risks that we ~utlin~d to this Board 

when we presented the project to you, and that they were greater than the 

risks that a prudent lender would encourage a bo~rower to undertake. We 

so informed the Government of India and indicated that we would be 

unwilling to extend further the effectiveness date beyond December 31. 

That is the source of the stories in the "Post" and the New York 

"Times". I might say, Mr. Chairman, that at no time have I been 

approached either by the U.S. Government or by any other Government with 

regard to altering the decisions on this. Information has been sought 

from us, which we have provided. We have reviewed the circumstances of 

this with the Executive Directors concerned here, and I think that in 

assessing this, the assessment has been made entirely on the grounds of 

the offered technical process, its inherent costs, both at the 

construction and in the operating stages, and our best estimate of the 

implementation capabilities in terms of the risks involved. 

MR. McNAJUffiA: Very good. Mr. Fuchs is here, gentlemen, if you 

you wish further information on the alternative processes, he would be 

very happy to give it to you. 
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Are there any other question~ th~t any of you wish to raise? Is 

there any other business any Director wishes to raise? 

(~o response.) 

MR. McNAMARA: If not, we' 11 adjourn .• 

(Whereupon, at 10:40 a.m., the proceedings were adjourned.) 
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THE SIXTH PLAN - 1980-85 

1. the National Develo ment C 
able in the seco This note provides some brief highlights the 
lan's macro dimensions. Discussion of specific sectoral aspects can be found in the 

notes on the individual sectors. 

Objectives 

2. The stated objectives of the Plan are as follows: 

''(i) a significant s in rowth of economy, the 
promotion of efficiency in the use of resources and improved 
productivity; 

(ii) strengthening the impulses of modernization for the achievement 
of economic and technological self-reliance; 

(iii) a progressive r ctLQn in the incidence of 
unemplo ent · 

(iv) a speedy development of indigenous sources of proper 
emphasis on conservation and efficiency in energy use; 

(v) im rov he ~tta f of the people in general with 
special reference to the economically and socially handicapped 
population, throu h a minimum n whose coverage is so 
designed as to ensure that all parts of the country attain, within 
a prescribed period, nationally accepted standards; 

(vi) strengthening the redistributive bias of public policies and 
services in favor of the poor contriouting to a reduction in 
inequalities of income and wealth; 

(vii) a progressive r~ction in regional ine ua · · s in the pace of 
development and in the di technological benefits; 

(viii) promoting olicies o the rowth of p,o ulation 
through voluntary acceptance of the small family norm; 

(ix) bringing about harmony between the short and the long term goals 
of development by promoting the protection and improvement of 
ecological and environmental assets; and 

(x) promoting the active involvement of all sections of the people in 
the process of development through appropriate education, 
communication and institutional strategies." }:./ 

3. Selected economic and social indicators for 1979/80 with projections for 
1984/85, and compound annual growth rates given in brackets, are presented in the 
following table. 

ll Sixth Five-Year Plan: 1980-85, GOI Planning Commission, pp. 101-102 
(hereinafter referred to as--,.Sixth Plan"). 
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Selected Economic and Social Indicators 1/ 

Item 

Gross Domestic Product 
(Rs billion at 1979/80 
prices) 

Electricity generation 
(Bill KWH) 

Population (millions) 

Per Capita GDP (Rs) 

Per Capita Monthly 
consumption (Rs) 

Percentage of people 
below poverty line 

Employment (Million 
standard person years) 

Saving as percent of GDP 
at market prices 

Investment as percent of 
GDP at market prices 

Life expectancy (years) 

1979/80 

970.51 

112 

654.1 

1,484 

95.62 

48.44 

151 

21.24 

21.76 
M 52.6 
F 51.6 

1984/85 

1,744 
(3.28) 

109.67 
(2.79) 

185 

Note: Figures in brackets represent annual compound growth rates 

4. The sectoral composition of the overall target growth rate follows: 

1/ Sixth Plan, pp. 60-61 
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Projected Sectoral Growth Rates 1/ 
1979/80 - 1984/85 

(% per year, compound) 

Gross Value of Output 

2. Mining and manufacturing 
5.20 
7.76 

3. Electricity 
4. Construction 
5. Transport 
6. Services 

TOTAL 

11.25 
7.10 
6.70 
6.00 

The sectoral growth rates, their composition and feasibility, are discussed under the 
separate sectoral briefs: Agriculture (Tab 4, Note on Plan and relevant sections of 
Economic Report), Industry (Tab 6), Energy (Tab 2), Transport (Tab 5), Family Plan
ning (Tab 8). p iven the relatively low base year (due to the 1979 drou ht), the 5.2% 
GDP growth rate appears feasible even with some allowance for slippage in major pro
JecEs. 

Plan Size and Allocation 

5. Total Plan investment is estimated to be Rs 1,587.1 billion over the five
year period. About Rs 840 billion or 53% is est~mated to b~ in the public sector. 
The implicit incremental capital-output ratio (ICOR) is 5.67. While not entirely out 
of line with past experience (the Fourth Plan ICOR was 5.7, the average for past 
Indian plans is around 4.5), nor unreasonable given current capacity utilization and 
infrastructural problems, the relatively high ICOR suggests there may be scope for 
higher growth if infrastructural constraints can be reduced and more efficient utili
zation of capacity can be achieved. 

6. Total Plan public sector outlays are expected to be Rs 975 billion in 1979/80 
prices, including both public sector investment and recurring expenditures on Plan 
schemes. In real terms this is about 17% higher than projected public sector outlays 
in the previous Sixth Plan (1978-83), but in real per capita terms it is about 12% 
higher. It is clear from the following table that most of the real increase in pub-
lic sector outlays i set by a significant decii~e in the pr1vate sector s s are 
o · tota investment. 

1/ Ibid, p. 110 
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Plan Resources 

Previous Current 
Sixth Plan Sixth Plan 

Percent 
(1978-83) (1980-85) Change 
(in 1979/80 Rs bn) (%) 

1. Investment 
a) Private 824.1 747.1 -9.3 
b) Public 711.4 840.0 18.1 
c) Total 1535.5 1587.1 3.4 

2. Other Plan Outlays 120.0 135.0 12.5 
3. Total Public Sector Plan 

(lb plus 2) 831.4 975.0 17.3 
4. Total Plan Resources 

(lc plus 2) 1655.5 1722.1 4.0 

Comparisons with actual outlays under previous plans is hazardous because there is 
often slippage, particularly in real terms, between plan investment targets and 
achievements, but if the Sixth Plan investment targets are achieved, it would mean an 
increase in real per capita expenditures of more than 70% over the Fifth Plan 1/ 
revised outlays. -

7. The sectoral allocation of Sixth Plan public expenditures is broadly similar 
to that of the previous Sixth and Fifth Plans. 

Sectoral Allocation of Plan Public Expenditures 
( %) 

1. Agricultural, Rural 
Developments & Allied 
Activities 

2. Irrigation & Flood 
3. Energy 
4. Industry/Minerals 
5. Transport 
6. Social Services 
7. Others 
Total 

Fifth Plan 

10.1 
10.7 
17.8 
18.7 
14.1 
16.6 
12.0 

100.0 

Previous 
Sixth Plan 
1978-83 

11.5 
12.7 
21.3 
15.4 
12.6 
16.2 
10.3 

100.0 

Current 
Sixth Plan 

1980-85 

11.3 
12.5 
19.8 
15.4 
12.7 
16.6 
11.7 

100.0 

1/ Based on three years actual outlays and two years of projected outlays, as 
reported in the Economic Intelligence Service, December 1979. 
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Financing the Plan 

8. A public sector expenditure program of Rs·. 975 billion (approximately US$12.2 
billion) is proposed in the Sixth Plan. This total, which is to be divided about 
equally between the Centre and the States, will require a significant step-up in 
resource mobilization. The following financing plan has been put forward: . 

Estimates of Resources for the Public Sector Plan 
(Rs. billion) 

Balance from current revenues 
at 1979/80 tax rates 

Contribution of Public Enterprises 
Market borrowings 
Other domestic sources 1/ 
Foreign resources 

Net aid 
Other capital inflows 

Foreign exchange reserve breakdown 
Additional Resource Mobilization 
Deficit Financing 

Total Resources 
Central Assistance to States 

Plan Resources 

Centre 

11.7 
99.1 

150.0 
99.4 
99.2 
58.8 
40.4 
10.0 

122.9 
50.0 

642.5 
- 153.5 

489.0 

States 

133.0 
- 5.1 

45.0 
69.5 

90.1 

332.5 
+ 153.5 

486.0 

Total 

144.7 
93.9 

195.0 
168.9 

99.2 
58.8 
40.4 
10.0 

213.0 
50.0 

975.0 

975.0 

1/ Small savings, provident funds, term loans from financial institutions. 

9. This public expenditure program is approximately 37% greater than the one 
proposed in the Draft Sixth Plan for 1978-83. About half of this increase is 
accounted for by the change in base period prices from 1977/78 to 1979/80, while the 
remaining 17% increase in real terms will require even greater efforts at resource 
mobilization. The anticipated sources of this increment are apparent in the follow
ing table which compares the composition of sources of finance of the previous and 
current Sixth Plans. 
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Composition of Resources for the Public Sector Plan 

Balance of Current Revenues 
Public Enterprises 
Market Borrowings 
Other Domestic Resources 
Foreign Resources 
Foreign Exchange Drawdown 
Additional Resource 

Mobilization 
Deficit Financing 

Total 

Current Sixth Plan 
1980-85 . 

(per cent) 

14.8 
9.6 

20~0 
17.3 

21.8 
5.1 

100.0 

. 

Previous Sixt'h Plan 
1978-83 

(per cent) 

p 

12.7 
12.1 
22.5 
14.2 
10.5 

1.7 

22.1 
4.2 

100.0 

10. On balance the composition of projected resource availability for the 1980-85 
Sixth Plan has changed relatively little from the financing plan adopted in the final 
draft of the 1978-83 plan. That plan relied heavily on what appeared to be unreal
istically and perhaps undesirably high estimates of domestic savings which were 
reflected in the large contribution of market borrowings. The current Sixth Plan 
projects a similarly high marginal savings rate (33.7%) but has reduced the share of 
market borrowings largely by increasing the ~xpected contribution of small savings, 
provident funds and other domestic resources. The reduced contribution from public 
sector enterprises is largely compensated by a more optimistic projection of the bal
ance from current revenues, leaving the contribution of additional resource mobiliza
tion at roughly the same level as before. The projected increase in deficit financ
ing is moderate and should not itself exacerbate inflationary trends. 

11. The financing program also provides for a similar share of foreign capital ~~ 
.inflow, about 10~2% of total outlay during 1980-85. This foreign capital inflow ~ 
includes for the first time, a significant (US ·11· n) amount o commercial bor
rowing. Our own creditworthiness analysis (see Tab 3) indicates that even greater 
~arKet borrowings (net of IBRD) of around US$8 billion could easil 

12. 
remain 
prises 
sec or 

dur1.ng h±s · e<i •. ----

As noted 
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As noted in the Plan document itself, the additional resources raised by substantial 
price increases in the past have been largely absorbed by increased wages and other 
input costs. This pattern may prove quite difficult to reverse, particularly at the 
State level. 

13. The Plan recognizes that the scope for addition ~axat·on is guite limited 
with the rati'o of tax r Yenues to national income w over the 20% level. Neverthe
less the P an relies on an additional Rs 50.0 billion from new tax measures in the 
Central budget and as much as Rs 40.0 billion from additional State taxes. Based on 
measures undertaken through the 1981/82 budget no more than Rs 25.0 billion or 27% of 
the required Centre and State total have been raised with only three more budgets 
remaining in the Plan period. The bulk of the shortfall is again with the States. 

14. Overall, Plan financing relies heavily on transfers from the private sector 
which account for 49% cif total public sector investment (or 42% of public sector 
outlay). It is estimated that this transfer will leave approximately Rs 750.0 bil
lion for private investment during the Plan period. The ratio of public to private 
investment for the Sixth Plan thus becomes 53:47, a significant turnaround from the 
46:54 ratio of the 1978-83 Plan. As noted above, total investment, in real terms has 
not significantly increased between the previous and current Sixth Plans so that the 
transfer from private to public investment accounts for the bulk of the real growth 
in public sector investment. Given the low levels of efficiency which have histori
cally characterized public sector investment and which are recognized in the high 
ICOR of 5.7 projected in the new Sixth Plan, one could question whether greater 
returns might be expected from a plan which gave greater scope to private investment. 
Given potential disincentives to private saving and investment from the large size of 
the private to public transfer, the estimate of private investment as a simple resi
dual may be optimistic. Furthermore, no provision has been made in the financing 
program for inflation and terms of trade changes. Our own estimates of the terms of 
trade adjustment alone indicates that it may exceed Rs 60.0 billion. The Plan 
assumes that all of this, which is equivalent to an external tax on national income, 
will be borne by the private sector. 

15. Finally, the lan makes no Taking into account 
likely Indian inflation dur~ng 1980/81 and assuming that Indian prices keep pace with 
the Bank's projected international price index, by 1984/85, the terminal year of the 
Sixth Plan, resources will have to be 60% greater simply to maintain the real level 
of plan outlays. According to Planning Commission estimates, the elasticity of tax 
revenues with respect to price increases is approximately .75. CjLnsequently addi
t~onal resource mobilization totalling as much as Rs 146.1J billion could be re uired 
sim I to mainta~n the Plan inves rgets. This would oe supplementary to the 
Rs 213.0 billion already prov~ e ougH currently anticipated additional resource 
mobilization. 

16. Plan oses rna ifficult With 
uring the Plan period, tbe of addi-

raised. Furthermore the effects of 
to mpose even greater burdens. Thus, 
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. IMF ACTIVITIES IN INDIA 

In 1980/81, India 's current account deficit increased by 
US$2.6 billion over 1979/80 . Almost 40% of this increase was financed 
through the use of IlW facilitie~ : US$688 million from the Trust Fund and 
US$347 million from the Compensatory Financing Facility . 

During April 1981 , the Gove rnment of India 
expected to reach aoreemen pxn o o an 
Fa cility . The amount is expected to total no less 
which 52% will be from the IllF' s own resources and 48% from borrmvea 
resources. I NF staff anticipate tha t the bulk of the funds will be made 
available toward the end of the three year disbursement period when 
India's balance of payments situation will requ~re greater support. 

The major policy issues likely to be discussed by IMF staff in 
negotiating the EFF concern interest rates, budget deficits , and exchange 
rate policy. Recent upwa rd adjustments in RBI interest rates and the 
modest budget deficit proposed for 1981/82 indicate that agreement 
concerning the first two of these should be relatively easy to reach . 
Radical changes in exchange rate policy are probably not required if 
export promotion efforts and domestic pricing policies are maintained. 

The EFF will approach the total estimated external borrowing 
requirements of India during the Sixth Plan; however, ~o~·· ~v~~~~~ 

relative under~x osure · w rld ere it mar e- , India should b~encoura ed 
to comme rcial borrowings relyino on the EFF as a back-

The size and terms of the various Il1F facilities utilized by India 
are summarized below: 

Trust Fund 
Compensatory 
Financing EFF 

H1F 
Resources 

Borrowed 
Resources 

Amount SDR 525 million SDR 266 million 
Grace Period 5 years 3.5 years 
Repayment Period 5 years a/ 3 years 
Interest R3te 0.5 p.a. 5.875% 

a/ Currently under consideration by DW Board 
b/ Baspd on rates at Hhich IHF is able to borrow 

Approximately SDR 5 billion 
4.5 3.5 

6 years 
a/ 

4 years 
b/ 


	1772908 cover-sheet
	Sub-Fonds: Records of President Robert S. McNamara
	Fonds: Records of the Office of the President

	1772908-ocr

