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CONSORTIUM MEETINGS NO. 12

FILE NO. 3 FROM: Jan. 10, 1966

TO: Apr. 30, 1966

Box 384-16
Location 76-1-1

S No.

SUBJECT

DATE

!

10

*11

*12

13

14

15

*16

Memo from S. Stanley Katz: "India-Consortium"
Consortium" (Thoughts on the role of
Consortium)

Note on Indian Food Situation (British
Assistance)

Memo from A. Stevenson "British Assistance"
Memo from Stanley Katz "Implications of
Perspective Changes in the U.S. Agricultural
Program for the Indian Consortium"

Memo from C.J. Martin - "Current Status"

and Future of U.S. Agricultural Commodity

and under PL480 Program: Pakistan

Memo from A. Stevenson: "Implications of
Perspective Changes in the U.S. Agricultural
Program for the Indian & Pakistan Consortium"
Memo from A. Stevenson "Use of 90% of India’s
IDA subscription"

Memo from Othmar Hanshofer "Austria‘’s Aid

to India"

Memo from G. Mackenzie (Correct way to
address the new Prime Minister - Mrs. Indira
Indira Gandhi)

Memo from Robert Cavanaugh "Estimate of loan
service payment from India during their

fiscal year 1966-67"

Memo on "India-Debt Service 1966/67

Memo from A. Stevenson: "India-Debt
Rescheduling"

Memo from Francis R. Poore "Estimate of Semi-
monthly Loan Service Payments from India
during their fiscal year 1966/67"

Memo from G.D. Woods: Austria’s Aid to India
Note from A. Stevenson to G. Woods (Famine
Relief for India)

Letter from G.D. Woods to the Indian Minister
[of agriculture] (Fertilizer needs of India)

Jan. 10, 1966
Jan. 24
Jan. 25
Jan. 26

Jan. 26

Feb. 1
Feb. 2

Feb. 3

Feb. 4

Feb. 8, 1966
Feb. 9
Feb. 9

Feb. 10

Feb., 10

Feb. 14



CONSORTIUM MEETINGS NO. 12

FILE NO. 3 FROM: Jan. 10, 1966 TO: Apr. 30, 1966

Box 384-16
Location 76-1-1

S No. SUBJECT DATE
*17 Memo from IBRD to the Government of India
"India’s Fertilizer Needs" Feb. 14

*18 Aid India Club - Commitments for second and
third quarters of 1965
*19 Cutting from Norges Handels og Sjfartstidende

"Must India Devaluate?" Feb. 15
*20 Memo from Stanley Katz "Paris Club and

Related Creditor Group Arrangement" Feb. 16
*21 Memo from A, Stevenson "India - Lending

Program (through June 1966)" Feb. 16
*22 "Indian Request for Deferment of 1966/67 Debt

Service Payments" Background note Feb. 16

23 Tables: India‘’s Debt Repayment Obligations
1966/67 Feb. 17

24 Letter from A. Stevenson to John White
(Research Officer, Overseas Development

Institute Std., London) Feb. 18
*25 Memo from A. Stevenson '"India Debt" Feb. 21
*26 Memo from G.B. Votaw "Payments on Debt:
Japanese Request for Information" Feb. 21
27 Note from A. Stevenson (Statements to Press) Feb. 21
*28 Memo from A. Stevenson "Debt Rescheduling" Feb. 23
29 Memo from S. Katz "External Debt Reports" Feb. 23
30 Memo from A. Stevenson "Indian Debt" Feb. 24
*31 Memo from B.R. Bell "IMF Meeting on Indian
Request for $200 m. Drawing, Feb. 21, 1966 " Feb. 25
*32 Memo from J.B. Knapp "Forthcoming Lending
Program for India - IDA and Bank" Feb. 28
*33 Note (Concept and question of Equity)
*34 Memo from B.B. King "India-Debt Rescheduling" Feb. 25
*35 Memo from Stanley Katz: "Informal Meeting on
External Debt" Mar. 1
*36 Memo from Stanley Katz: "Debt Relief and
Creditor Equity" Mar. 1
*37 Memo from A. Stevenson: "Debt Relief and
Creditor Equity" Mar. 2, 1966
38 Letter from Rene Larra to G.D. Woods

(Granting a non-project loan to India) Mar. 2
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FILE NO. 3 FROM: Jan. 10, 1966 TO: Apr. 30, 1966

Box 384-16
Location 76-1-1

S No. SUBJECT DATE
39 Memo from J.B. Knapp "Forthcoming Lending
Program for India - IDA and Bank" Mar. 3
40 Letter from S. Katz to G.B. Votaw Mar. 4
*4] Memo from G.B. Votaw "Lending Program for
1966/67" Mar. 9
42 Memo from G.B. Votaw "Minutes of Meetings of
Major Creditors for the full consortium" Mar. 10
*43 Memo from G.B. Votaw "India - Debt
Rescheduling" Mar. 10
44 Memo from G.B. Votaw '"Debt Rescheduling:
Paris Club and other Precedents" Mar. 10
*45 Press clipping: Financial Express: "Aid to
India - The World Bank Takes Another Look" Mar., 10
*46 Memo from A. Stevenson: "India - Debt Relief
and Creditor Equity" Mar. 2
47 Memo from A. Stevenson: "India - Consortium" Mar. 11
48 Memo from A. Stevenson: "India - Sending
Program for 1966/67" Mar. 14
49 Indian Aid Requirements Mar. 23, 1966
*50 Memo from Hans Pollan "Consortium and Bell
Mission" Mar. 23
51 Memo from A. Stevenson "Consortium Timetable" Mar. 23
52 Memo from A. Stevenson "Meeting on India’s
Aid Requirements" Mar. 23
*53 Letter from Romano Pantanali to S. Katz Mar. 26
54 Memo from G.M. Wilson "India" Mar. 30
55 Memo from A. Stevenson "India - Consortium" Mar. 31
56 Memo from Gregory B. Votaw - "India -
Consortium Distribution List" Mar. 31
57 Memo from A. Stevenson - "India - Distri-
bution of Consortium Documents" Mar. 31
*58 "India‘’s Request for Deferment of 1966/67
Debt Service Payments" Apr. 5
*59 Summary of Third Plan Aid to India - Pledges,
Agreements signed, orders placed and amounts
disbursed by consortium members as of
March 31, 1966
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FILE NO. 3 FROM: Jan. 10, 1966 TO: Apr. 30, 1966

Box 384-16
Location 76-1-1

S No. SUBJECT DATE
60 Quarterly Report on Austrian Aid to India -
Position at March 31, 1966
*61 Press release by the White House covering

the message of the President of the United
States to the Congress dated Mar. 30, 1966

recommending aid to India. Apr. 1, 1966
*62 Memo from G.M. Wilson "Aid Coordination" Apr. 1
63 Letter from G.M. Wilson to Andre Maillard
(Embassy of Switzerland) Apr. 1
*64 Memo from Hans Pollan "Swiss Assistance" Apr. 1
65 Memo from G.B. Votaw "Canadian Aid" Apra 1
*66 Cross Reference Sheet on "Senior Staff
Meeting" Apr. 4
*67 Memo from G. Votaw '"Bank/IDA Lending Program:
Consultation with Consortium Members Apr. 5
68 Memo from A. Stevenson "India-Debt payments
due to Kuwait" Apr. 6
*69 Emergency Food Relief for India - Congres-
sional record of the Senate Apr. 6
70 Statement of the President of the U.S. on Aid
to India Apr. 8
*71 Cross Reference Sheet of the Senior
72 Memo from G. Votaw "Circulation on President
Johnson’s Food Message and the Joint Resolu-
tion of the Congress" Apr. 8
*73 Memo from B.R. Bell "Visit of Ashok Mehta" Apr. 11
*74 Memo from G.M. Wilson "IDA Commitments to
India" Apr. 12

*75 Memo from G. Votaw "Possible IDA Future
Lending to Support the Proposed Liberaliza-

tion of Imports" Apr. 15

76 Cross Reference Sheet "Senior Staff Meeting" Apr. 18

*77 "Canadian Aid to India" Apr. 18

78 Cross Reference Sheet "General Negotiations" Apr. 19

*79 Memo from Robert E. Redford "Aid to India" Apr. 19
80 Consortium Pledges and Estimated Non-project

Aid 1964/65 and 1965/66 Apr. 19

81 Memo from S. Noel Mclvor "UK Aid to India" Apr. 20
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FILE NO. 3 FROM: Jan. 10, 1966 TO: Apr. 30, 1966

Box 384-16
Location 76-1-1

S No. _SUBJECT DATE
*82 Memo from S.S. Katz "Possible points of
discussion during Mr. Wood‘s meetings with
the French Minister of Finance, May 2, 1966 Apr. 20
83 Memo from G. Votaw "Points for Discussion
in Paris" Apr. 20
*84 Memo from G.M. Wilson (raising $800 million
non-project finance for India) Apr. 20
85 Memo from A. Stevenson "Mr. Wood’s lunch with
Foreign Minister Debre" Apr. 21
*86 Memo from G. Votaw "Estimates of non-project
aid from consortium sources" Apr. 21
87 Memo from G.M. Wilson (French contribution to
to IDA and Consortium) Apr. 21
88 Note from Noel Mclvor (French assistance to
India) Apr. 22
89 Memo from A. Stevenson "Mr. Wood’s lunch with
Foreign Minister Debre" Apr. 22
90 Memo from G. Votaw "French Non-project Aid" Apr. 22
91 Incoming wire from Romano Pantanati Apr. 25
92 Memo from B.R. Bell "Distribution to the
Consortium of the Bell Mission Reports" Apr. 25
93 Memo from B.R. Bell Apr. 26
94 Outgoing wire from Votaw Apr. 27
*95 Memo from S. Noel Mclvor "India and Pakistan-
Japan" Apr. 27
*96 Further Background Note "India“s Request for
Deferment of 1966/67 Debt Service Payments" Mar. 31
*97 memo from S. Katz "Import Program 1966/67 -
India" Apr. 28
*98 Memo from G. Votaw "Definition of Non-
Project Aid" Apr. 29
99 Memo from G. Votaw "Railway Financing
from AID" Apr. 29
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Mr. W. Kaupisch April 29, 1966
Gregory Votaw

INDIA - Railway Financing from AID

Mr. Sundara Rajan has just informed me that India expected a loan
of $25.5 million from the U.S, AID pledge for 1965-66. This would have
been the seventh railway loan by AID reckoning. Since the pledge is no
longer operative and there is still a freeze on new U.S. conmitments to
India, I am wondering what effect the dnlayrillhawonthonﬂm'
program. Do you have or could you get some information on this?

cc: New Delhi Office
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Mr. B. R. Bell April 29, 1966

Gregory Votaw

India - Consortium Definition of Non-Project Aid

At the 6th Meeting of the Pakistan Consortium in 196l paragraphs

5 and 6 of Mr. Wilson's opening statement included a defintisn of non-
project aid in the following words, which therefore have some official
status for both consortia:

cce

"This brings me to the request you made at the last

meeting that the Bank endeavor to work out a formula

to distinguish between project andmn-project aid. As

we all realised at the time, a simple and universally
acceptable definition is difficult to give, since members
have differing views on what constitutes project and non-
project aid. Furthermore, such a formula would not only
concern Pakistan but all of the countries which give and
receive this kind of aid. In these circumstances, the

best I can do at this time is to give you the defirtion

of project and non-project aid we in the Bank have been
applying to aid given to Pakistan. We would define project
aid as aid provided by the supplier solely for the

financing of a particular project or program specified in
Pakistan's development plan. In this category, in addition
to easily recognizable projects, would come aid given to
assist a particular program, such as the financing of wagons
and rails for a railway program, equipment for an educational
program, or finance made available to development banks.
Non-project aid would consist of all other types of financial
assistance, for example for commodities, supplies, spare parts,
balancing and modernizing equipment not specifically earmarked
for a particular plant.

"Under this definition, the Bank and IDA have not so far given
any non-project aid to Pakistan. I should perhaps say that we
have been giving a measure of relief akin to non-project aid
when we have covered with foreign exchange some of the local
costs of some of the IDA projects we have financed. At the
moment, however, we are considering non-project aid in the
shape of a credit for the import of industrial equipment and a
mission has already left for Pakistan to make a preliminary
investigation. We are hoping that we may find ways and means of
working out a credit for this purpose of up to $25 million."
(Reference PAK 6l4-15, Annex I, paragraphs 5-6).

New Delhi Office
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TO:

FROM:

SUBJECT:
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INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM q (7%

Mr, S. Noel McIvor 5 DATE:  April 28, 1966
(through Mr. G. Ve )
Stanley Katz /&j’/ o/, .é/ \/

INDIA - Import Program 1966/67 (Your memo of April 27
concerning request by Mr, Matsukawa)

1. We share Mr. Matsukawa's interest in what the Indian Government is
planning in the way of imports for 1966/67. It is unlikely that the
Indians have any fixed ideas at this time, since what is imported will be
heavily dependent on the availability of foreign assistance.

2, On the basis of most optimistic aid expectations, some recent esti-
mates (which appeared in IND 66-3, March 31, 1966) indicate that India
would like imports of about $3,570 million in 1966/67, of which $678
million would be PL 480 and the rest ($2,892 million) would be "commercial®
imports. The comparable figures for 1965/66 were $3,219 million of total
imports of which $588 million was PL L80, and $2,631 million was commercial.

3. Some details supporting these figures are available, but they were
given to Mr, Bell by the Government of India on a confidential basis, and
they are at best only rough guesses which could prove to be more misleading
than useful. We would have to ask Mr, Bell for these data if you wish to
make them available to the Japanese.

k. At least as useful in the Indian context as the import projections

are the estimates of exchange allocations, since these would mean aid

orders and business this year. The GOI program for 1966/67, again based

on optimistic expectations about aid receipts (shown in Table L of IND 66-3),
would involve import allocations of $2,271 million, with (in millions):

$200 for fertilizers; $172 for POL; $19 for newsprint; $16l4 for iron and
steel; $336 for government enterprises, private steel mil d petroleum
refineries; $137 for capacity expansion imports; and<$2,13 1lion for

other commercial imports. Although the details of the Tatter $2,13L million _
are not given in Table li, the 196L/65 and 1965/66 data give some guidance 7
in allocating the total among the 8 categories shown (i.e., cotton, cashew

nuts, raw jute, sulphur, rock phosphate, other materials for chemical indus-
tries, materials for engineering industries, and other -- including non-

ferrous metals, drugs, etc.).

®

5. We should know more about the import picture when the current discussions
are over and the GOI has had a chance to frame an import program on the

basis of indicated aid levels. If the above is not responsive to Mr,
Matsukawa's request, perhaps we could offer to give him more information

when it is developed.

Attachment: IND 66-3, March 31, 1966.
cc: New Delhi Office

Mr,., B.R. Bell
Mr. G.B. Votaw
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FROM: The Secretary March 31, 1966

INDIAN DEBT

Attached is a background note entitled "India's Request for
Deferment of 1966/67 Debt Service Payments", for use at the meeting
to be held in the Bank's Board Room at 3:00 p.m. on Tuesday,

April 5, 1966-

Distribution:
Executive Directors for: For information:
Austria Italy President
Belgium Japan President !'s Council
Canada Netherlands Executive Vice President (IFC)
France United Kingdom Executive Director for India
Germany United States Department Heads (Other)

Resident Representative, India

Embassy of Japan
Managing Director, IMF

Chairman, India Consortium
Director, South Asia Department
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WBG ARCHIVES CONFIDENTIAL,

INDIA'S REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

FURTHER BACEGROUND NOTE

ds The February 17 meeting in response to India's request for defer-
ment of 1966/67 debt service payments adjourned with the request that the
Bank obtain from the Government of India additional information with respec?
to the following subjects:

(2) India's immediate balance of payments outlook
(b) The role of defense expenditure

(¢) India's plans with respect to debt payments due to the
East Bloc.

The Government of India has provided information on all these matters;
this is summarized in the following paragraphs.

2. As indicated in Table 1 attached, the Government of India anti~-
cipates that in the year 1966/67, on the basis of all existing aid commit-
ments, including the recently authorized drawing of $187.5 million from

the IMF and the recent US non-project loan of $100 million, there will be
available for use a total of approximately $3 billion of foreign exchange
resources. After deducting: (a) payments which must be made on account

of licenses issued in earlier periods; (b) net payments on account of in-
visibles and private capital movements; (c) freight payments on PL L80
food shipments plus payments for other food imports; (d) debt service;

and (e) imports financed by project-tied aid, the balance available to pay
for other imports in the year will be approximately $500 million. This is
approximately $200 million less than the corresponding figure for 196L/65
and $75 million less than the corresponding figure in 1965/66 (see Table 2).

3. With these resources in hand, the Government of India states, it
would not be in a position in 1966/67 to license other imports (maintenance
imports plus very minor amounts for capacity'expansion) of more than

$750 million (Tables 3 and L). This figure compares with almost $1900
million of such imports licensed in 196L/65, and $1350 million of such imports
licensed in 1965/66. As is evident from Table L, the effects of such a
restricted import licensing program would be severe. They would be ex-
perienced in the form of a constricted flow of imports of production materials
in the year 1966/67 and even more in the following year. The licensing of
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maintenance imports alone (excluding the very minor amounts of capacity-
expanding imports not financed by project~tied 2id) would be cut to
approximately $650 million as compared with almost twice that figure
($1268 million) in 1965/66 and more than $1600 million in 196L/65.

L. It should be noted {see Table 3) that in each of the preceding
years, and especially in 1964/65, a much larger import licensing program
was undertaken even though the resources available for import payments in
each of those years were only moderately higher than those available at
this time for use in 1966/67. The difference lies in the extent to which
the Govermment of India was prepared to issue licenses within the year in
the expectation that payments would be required only in subsequent years.
A number of factors explain the difference. These include the following:

(a)

(b)

(c)

(d)

The loss of approximately $150 million of foreign exchange
reserves in 196Li/65 was in some part the result of the
relatively large 196L/65 licensing program. In 1965/66 there
was no change in reserves but a net drawing of $25 million

on the IMF was necessary. The resources available for 1966/67
already include 2 net drawing on the IMF in that year of

$137 million (the $187.5 drawing just authorized by the IMF
less $50 million due to IMF in July 1966); furthermore, as

of mid-March foreign exchange reserves were only $550 million.
In these circumstances, the Govermment of India is not prepareu
to take the risk involved in licensing imports substantially
beyond resources in hand.

A very substantial pars of the licenses issued during 1964/€5
and 1965/66 was issued only in the latter part of each of the
two years with the result that a major part of the payments
pursuant to those licenses came due only in the succeeding
years rather than in the year in which the licenses were
issued. In 1966/67, particularly in view of the reduced
licensing of 1965/66 which will constrict the flow of main-
tenance imports in 1966/67, the GOI believes it necessary

to license as large a volume of imports as possible early in
the year. It believes also that licensees are likely to place
orders quickly. The result will be that a much larger
proportion of the licenses issued will result in deliveries
and the necessity of payments within the 1966/67 year.

In 1944/65, the GOI counted on new and hopefully larger non-
project aid commitments becoming available in subsequent years.
At this time, the GOI does not feel in a position to count on
such subsequent commitiments and cannot take the risk of
issuing licenses to be paid ultimately out of resources not
yet in hand.

Given a restricted licensing program, a larger proportion of
the total must be for so-called "bulk" commodities, such as
petroleum and fertilizer, which involve relatively quick
deliveiry and payment.
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5. The GOI has itself projected an import program which would permit
(see Table L) the licensing of more than $2.1 million of maintenance
imports in the entire year 1966/67. It estimates that it could undertake
such a program if it were to receive new aid usable for non-project
imports and disbursable in the amount of $L418 million during the year.
With these additional resources, the prospect of further non-project

aid commitments in subsequent years, and with licensing spread through-
out the year rather than concentrated in its first months, the GOI be-
lieves that it could license on the assumption that very substantial
amounts would be payable only in subsequent years. The projected and
desired increase of more than $500 million in main*tenance import licenses
above the 196L/65 level reflects, according to the GOI, the expanded
industrial base, an increase of more than $100 million in fertilizer re-
quirements, and the desire to permit fuller utilization of existing
manufacturing capacity.

6. This GOI program is consistent with the GOI balance of payments
forecast presented in Tsble 5. (This forecast was also presented to the
IMF in connection with the request to the IMF for a drawing of $187.5
million.) It is difficult to predict how this balance of payments fore-
cast would be altered if, contrary to the wishes of the Government of
India, new non-project aid resources were not obtained. It may be
estimated roughly, however, that without these additional resources,
1966/67 imports in the aggregate would be approximetely $L0O million
less than projected by the GOI and that maintenance imports for industry,
in particular, wouvld be lower by more than this amount and lower than in
196l;/65, whereas requirements for such imports are now larger than two
years ago.

Te The GOI has also indicated that although its request was for a
deferment for debt service payments due in 1966/67, hopefully to the
extent of $309 million or the total amount due to all except East Bloc
creditors, basically the request is for non-project azid in that amount.
The GOI believes that deferment of debt payments would be the most
efficient means, from its point of view, of providing the necessary

aid since deferment, per se, would make available to it foreign exchange
which could be used with complete freedom and, therefore, with greater
speed and efficiency than in the case of country-tied and partially
comnodity-tied non-project aid.

8. The GOI also stated that both its total and its foreign exchange
expenditures for defense have remained, and in the coming year will re-
main, lower than those projected in the five year (196L/65 through
1968/69) defense expenditure plan adopted in 1964/65. The GOI has also
stated that although both total and foreign exchange expenditures were
sharply increased in 1963/6l following the Chinese attack on India in
late 1962, they have remained approximately stable since that time.

The budgeted defense expenditures for 1966/67 (918 crores) are, in money
terms, insignificantly (30 crores) higher than those in 1965/66; in
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real terms they are undoubtedly lower on account of increased pay and
allowances and the higher cost of supplies purchased. The import programs
indicated in Table |} include foreign exchange expenditures for defense.
The GOI states that in 1965/66 these were not higher and in 1966/67 will
not be higher than in the immediately preceding years.

2, The GOI does not propose to ask the Soviet Union, the principal
East Bloc creditor, to defer debt service payments due to it in 1967. It
has accomplished what it regards as in effect the equivalent, in that the
Soviet Union has recently extended a commercial credit to finance non-
project imports, including components and spare and replacement parts for
Soviet-assisted plants. The GOI estimates that during the Fourth Plan
veriod imports of components and spare parts alone under this credit will
range between Rs. 63 crores and Rs. 11l crores ($130 to $230 million equi-
valent). The GOI points out also thet at an earlier date the Soviet

Union as well as other East Bloc creditors agreed to accept payment on debt
in inconvertible rupees.

10. As stated in paragraph 7 of the Background Note of February 16,

"the Govermnment of India has for the past seven months been considering
shifts in policy and program. Renewed discussion of these with the Bank
and early resumption of the formulation of policy and program for the
Fourth Plan period is contemplated. The representatives of the Govermment
of India pointed out, however, that a new Finance Minister and a new Prime
Minister have just taken office. The Govermment consequently is not in a
position to make quick decisions with respect to the major issues of policy
and program. The representatives of the Govermment of India consequently
have asked for relief of their immediately prospective situation in advance
of any major policy or program decisions." The Bank believes that in the
circumstarces it is desirable that the Government of India be put in a
position to license now a larger volume of maintenance imports than presently
availsble resources permit, pending decisions on policy and program lssues.
For this reason we are prepared to recommend to our Board an IDA credit of
$50 million (approximately the amount of principal payments due to the Bank
in 1966/67) which we would not otherwise have made, this credit to be
aveilable for quick-disbursing non-project purposes. We recommend that all
other members of the Consortium provide additional quickly disbursable
assistance of the same character in amounts equal at a minimum to the
principal payments due them in 1966/67.

B.R. Bell
L.B.R.D.
March 31, 1966



Tabiz 1:

(Us $ million)

FOREIGH RiCHAIGE RESOURCES (Excluding L LEO Food)

o —

e 1966/67 1966/67
196L/65 1965/66 Existing GOL
Commitments Progrea.
Gross Resources: 2,678 3,0L9 2,999 3,476
Exports of goods 1,688 1,693 1,722 1,722
Project aid 599 8L:8 777 17t
Existing 536 767 777 777
New 63 81 a/ a/
Non-project aid 372 420 363 182
b/ h,’
Existing 212 3k 363~ 36327
New 130 76 - 1.6~
PL L80 Cotton 19 63 - 58
IMF drawings (net) - 25 137 137

——

a/ New project commitments may be made by various aid donors but these would

not affect the problem under consideration.

b/ Includes:

Total

z/ Includes:

Vi

(
(
(
(
(

Total - $418 million

(1) IDA Industrial Imports loans $ 80 million
(2) U.S. Non-Projects and $50 million fertilizer loan 147 million
(3) U.K. Kipping loans of 1963 and 1964 and food

emergency loan 29 million
(b) West German commodity loans II, III, IV 13 million
(5) Japan Third, Fourth, Fifth Yen Credits 8 million
(6) France, Italy, Austria Suppliers Credits 8 million
(7) Netherlands General Purpose Loan of 1963 7 million
(8) U.S. $100 million non-project loan 71 million

$363 million

1) $29 million out of IDA $50 million loan (suggested)

) $27 million out of AID $242 million loan (hoped for)

) $11 million out of Canadian $11 million Colombo Plan (hoped for)
)

)

$309 million out of debt deferment of $309 (hoped for)

$42 million out of U.K. Balance of Payments aid of $42 million (hop9d)
for



Table 2: PROJECTLD FOREIGN EXCHANGE USE (Ezclucdag Pu 18C Foca)

(US $ million)

1966/67 1966/67
196L/65 1965/66 Existing GOI
Commitments Progran
Resources Available (from Table 1) 2,678 3,049 2,999 3,476
Less (-):
Payments on account of licenses
issued in earlier periods -817 -1,111 -1,037 -1,037
Profit remittances and private
investment capital - 60 - 6l - 65 - 65
Net invisibles a/ -116 + 32 - 59 - 59
Total -993 -1,143 -1,161 -1,161
Falance Available 1,685 1,906 1,838 2,315
Less (-):

Debt service ~252 -323 -359 -359

Freight on PL L80 food - 50 - 97 -122 “122

“"Normal marketing" focd purchases - Lo - 10 - 15 - 15

Total -3L2 -L60 196 -1i96
Balance Available for Imports 1,343 1,LL6 1,342 1,819
Less (=):

Inports financed by project-tied aid -599 -81;8 =777 =777
Balance Available for Other Imports 7Ll 598 565 1,042
Less (-):

Other food - 21 =17 - 59 - 55
Balance Available for Imports excluding

Food and Project-tied aid-financed

imports 723 581 506 933

—

2/ Differences explained as follows:

1) In 1965/66 but not in other years about $60 to $70 million received via
National Defense Remittance Scheme.

2) In 196L/65 a large negative errors and omissions itenm,

3) All other items little changed from year to year.



Table 3: IMPORT ALLOCATIONS

(Excluding PL L80 and "normal marketing" food

and ' project-tied aid imports)

(Us $ million)

1966/67 1966/67
196L/65 1965/66 Existing GOI
Commitments Program
Haiiance available for other Imports
{from Table 2) 723 581 506 983
listimated extent to which licenses
issued in year will require payment
only in subsequent years 1,159 752 243 1,287
TOTAL 1,882 1,333 7L9 2,270




Table L

(Excluding food and imports financed by project-tied aid)

(US $ million)

IMFORT A

USATIONS

—

1966/67 1966767
196L/65 1965/66 Existing GOL
Commitments Program
Maintenance Imports
"2ulk Imports" 809 672 Ll 8%
" TFertilizer 8L 128 1L5 200
POL 200 166 118 172
Newsprint 15 13 8 19
Iron and steel 166 L6 36 16/
Government Departments including
public sector enterprises and
private steel mills and petroleum
refineries 344 319 137 336
Other Commercial Imports 806 596 212 1,243
Cotton 107 - 203
Cashew nuts 15 23
Raw jute 6 21
Sulphur 13 13
Rock phosphate L 13
Other materials for chemical a/ a/
industries 11 118
Materials and components for
engineering industry 290 216
Other, including non-ferrous metals,
materials for small-scale
industry, drugs, etc. 210 95
“otal Maintenance Imports 1,615 1,268 656 2,13
Capacity Expansion Imports 267 65 95 137
Telal Maintenance and Capacity
Expansion Imports 1,882 1,333 751 2.7

3/ Further breakdown not available.



Table 5:

(US 3 million)

INDIa'S DaliJICE OF PoYMENTS FURECAST

1964/65 1965/66 1965/66 Current Estimstes 1966/67
nctuals Nov. 1965 I Half II Half Total I Hale 11 Half Total
(Forecast)
I. Imports (c.i.f.)
Commercial 2,381 2,631 1,241 1,390 2,631 1,428 1,464 2,892
I'L 480 481 L83 294 294 5886 386 292 678
Total - I 2,862 3,114 1,539 1,684 3,219 1,814 1,756 3,570
II, Exports 1,686 1,693 827 865 1,692 819 903 1,7<
TIli, Trade Balance =1,176 1,421 - 708 - 819 wl 527 - 995 - 85% .1, 848
IV. Invisibles (net)
i) Interest on foreign loans - 109 - 145 - 69 “ 76 - 145 - 69 - 82 =151
ii) Others (including NDRS) - & - w 6 59 - 53 - 8 - 13 &« A
Total - IV = 105 - 145 - 75 =17 = 92 - 77 - 95 =172
V. Current Account (net) -1,281 -1,566 - 'TH3 - 836 -1,619 w) 072 - 948 -2,020
VI, Cszpital Transactions
i) Repayments of loans - 141 - 178 - 82 - 96 - 178 - 99 - 109 - 208
ii) Repayment to IMF - 101 = P - < 75 « 75 =~ 50 - - 50
iii) Other capital - 180 - 61 - 90 - B - 84 = 95 - B =100
Total - VI - 422 =% =10 - 165 = 337 o4 117 =261
VII. Total Deficit (V - V1) -1,703 -1,881 =955 -1,001 -1,956 -1,316 -1,065 =2,381
VIIT. Financi
1) IMF Drawing - 101 - 101 & 7Y - 25 - 100 - - -
ii) PL 480 481 - 483 - 294 - 294 - 588 - 386 - 292 - 678
iii) Cther committed assistance 970 wlis 268 - 567 @ 201 =l ;268 - 563 - 506 -1,069
iv) Change in reserves (Declire -) = 15 - 29 - 1P - 19 - - - 42 - 42
G to be covered by disburse- o s
V)xéggtsoof fggéh aid gnd other inflow = = " o = - 367 - 309 - 676



/e
T"blejé: INDTA'S DEBT REPAYMENT OBLIGATIONS, 1966/

(US $ million)

Creditor Principal Interest Total
IBRD/IDA L9.0 36.0 85.0
U.K. 330 23.1 56.1
W, Germany 25.6 23.5 L9.1
BeSiks 3L.2 27.2 61.4
Japan 16.5 13.9 30.4

Subtotal 163.L 126.2 289.6
France L.5 3.2 77
Italy 2.5 1.8 L.3
Netherlands - 0.8 0.8
Austria 1.0 0.7 i
Belgium 0.7 0.L 1.1
Switzerland Tl T2 245
Kuwait 6.7 1.9 _08.6

Subtotal 16.5 10.0 26.5
Other 0.1 0.l _0.5

Grand Total 180.0 136.7 316.6

Details may not add to totals due ‘o rounding.

/a Excludes all "rupes payment" obligations to Rast Bloc.

Source: Government of India



Files April 27, 1966
S. Noel Meclvor
India and Pakistan - Japan

1, Mr. Michiya Matsukawa, First Secretary, Eubassy of Japan, visited
me on April 26, asked how the talks with the Indian and Pakistani
visitors were going. I told him that the talks were still going on and
that there was nothing to report at this stage since the talks had not
reached the point where conclusions could eme

of the objectives of

firmed his ideas in

two Ministers at the same time was not a
rather a coincidence ari

on the one hand, the visit of the Indian P Minister on the other
hand, and the desire of ou

States intentions regarding aid in view of the disruption of the aid flow
due to the Indo-Pakistan War.

2. Mr. Matsukawa then asked whether we could give him information about
the composition of Indian imports proposed for the coming year and particu-~
larly its relation to investment. I told him that were

produce an Economic Report around mid-May and go to our
Board. He agreed that the information in that Report might provide the
sort of import statistics that he required, bu

sure of this. I, therefore, told him that I would take up his peint wi
people working on the Indian figures and see whether the

mation that we could give him for the Government before
comes out. I promised that I would get in touch with him, possibly next
week, on this point. The Japanese are anxious to secure this information
because they are considering the level of their aid to India, particularly
in relation to aid they will be providing other

Asia. When I suggested that India should be in a position to supply the
information Japan needed, Mr. Matsukawa said that the Japanese Embassy in
New Delhi were, in fact, trying to get import information out of the
Indian Government, but he said that the Japanese Government would very
much like to have information that we had since it was usually better
prepared and presented - he used the word "cooked", but I do not think

he meant this in the sense of "cook the books".

W

cc: Mr, Stevenson
Mr. Mason
Mr. Votaw
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Mr. George D. Woods

B.R. Bell

I have

reached in Delhi on distribution of the Bell Mission
has asked that I give him a statement of my understanding

s 1 have dictated the attached memorandum.

Since Mr. Sundara Rajan has raised questions with respect

3
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m.mm
823

ec:Mr. Knapp
Myr. Wilson |

BBirh



and I

for him. This further discussion, with I.G. Patel present

Mareh 15.
was continued thet same evening in Mr. Bhootalingam's house.

April 25, 1966
would be

ter of Finance and Mr.
at 10.00 a.m., Tuesday,

of the distribution of the Bell Mission

rdght was reconfirmed in a concluding discussion

and 1.6, Patel in the former's office late in the aftermoon,

was as follows:
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EMBASSIES OF CONSORTIUM COUNTRIES ARE INQUIRING ABOUT FACTS AND FIGURES

INCLUDED IN PAPERS CIRCULATED TO THEIR REPRESENTATIVES ON APRIL 5TH MEETING.

COULD I RECEIVE COPIES OF THOSE PAPERS THANKS

PANTANALT

FCA

e lw Vota)

Rk B 1

FOR INFORMATION REGARDING CABLES, PLEASE CALL THE COMMUNICATIONS UNIT EXT. 2021

ORIGINAL
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Mr. Knapp April 22, 1966
Alexander Stevenson
Mr, Woods' Lunch with Foreign Minister Debré

I think it would be useful if Mr., Woods voiced some concern about
the slow use of French aid to India and the need for more French aid
to India, particularly more aid for import of commodities and maintenance
equipment. I sttach a memorandum which illustrates the slow use of the
pledges made to India by France. The evidence available to us indicates
that the slowness can be attributed largely to the way the Indians go
about their shopping rather than the way France has handled its end of

the business.

Improved terms for French aid to India might also be pressed during
the forthcoming meeting. Present French aid is made up of 8!
credits of around 10 years at interest rates now around Ll per cent.

This note and its attachment replaces the one which I sent yesterdasy.

attachment

cet Mr. Wilson
W Mr. Votaw

SNMel /GV/AS/uz



%2

April 20, 1966

Nr. S. Hoel Melvor

(¢) the French presently permit one-third of
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B. Bell
Hew Delhi Office

cer Mr. G. Votaw
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FoRrm No. 57

T

FROM:

SUBJECT:

F == Logng =

INTERNATIONAL DEVELOPMENT 1 INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Q&

Mr. G. C. Wishart DATE:21st April 1966.

G. M. Wilson C_W
\

I expect that Mr. Woods already has it in mind to raise
with Mr. Debré in Paris the question of finance for India and possibly
to touch on I.D.A. replenishment. The facts are as follows:-

India.

The French annual contribution is the equivalent of
$20 million, consisting of extended suppliers' credits guaranteed
by the Government, repayable over ten years from delivery at 5-1/L%.
One-third of this is available for financing non-project imports.
Debt service due in 1966/67 is $L.5 million principal and $3.2 million
interest. As their contribution to increased aid for India, I think
that the French should increase their non-project aid, whether by
rescheduling debt or by new loans, to at least $15 million. There is
also room for & vast improvement in the terms.

I.DcAo

France contributed $52,960,000 to the original I.D.A. fund

and $61,872,000 towards the first replenishment of $750 million. This
compares with contributions to the replenishment of $312 million by the

United States, $96.6 million by the United Kingdom and $72.6 million
by Germany.
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Mr, B, R, Bell April 21, 1966
G. Votaw

INDIA - Estimates of non-project aid from consortium sources

1, Attached please find a table marked "tentative" and dated April 19,
1966, which represents a first approximation of the amount of non-project
aid provided to India out of the last two years' pledges. Mr, Katz is
trying to firm up some of the figures with information available to this
Depariment and by conversation with members' representatives in Washington.

24 I believe you already have information which is more detailed than
ours, and I would therefore request your comments and corrections on the
figures given in this first rough estimate,

3. We could probably make substantial progress if a new definition of"mon-
project aid" were agreed for @onsortium purposes, During our discussions last
week you indicated that IDA assistance to the railways, telecommunications

or power transmission programs is not considered "aid for the purchase of
maintenance imports" by India because it is tied to specific programs, even
though it is virtwally untied as to country of origin, completely untied as
to commodity, and provides supplies to a number of different industries.

On the other hand, you classified British assistance to Bhopal as "non-project
aid" (in the Indian sense), even though procurement is tied to purchases in
one country required by a single industrial undertaking in India, This

seems most inconsistent, but I gather the inconsistency is a reflection of
current Indian usage rather than any choice of definitions on our side.

b In comparing what the Indians consider non-project aid with what
donors report to the consortium, one large difference is over what I would
call "miscellaneous capital goods", Whenever the donor limits the use of
his aid to procurement of capital goods but does not attempt to appraise
individual projects, the donors have called this non-project aid., The
Indians seem to classify it with assistance for projects and reserve the
term "non-project aid" to mean assistance in the procurement of industrial
raw materials, components and other commodities, As you will recall, this
accounted for much of the difference between Indian govermment figures and
Canada's, since Canada included in "non-project aid" what was later dis-
tinguished as "non-project non-commodity aid", alias, miscellaneous capital
Me

Se In the case of aid from the United States, another problem may arise.
The donor may be willing to use the full amount of what he calls a "commodity
assistance program" for industrial materials and components and allows India
complete freedom in the allocation of the proceeds of his loan, However,
India may decide to use part of these funds for miscellaneous capital goods
required in comnection with a wide variety of "capital expansion" projects.
In such instances, the donor has offered more non-project assistance (to

pay for commodities and other maintenance imports) than India has been



-2-

willing to use for maintenance import purchases (perhaps because of
scarcities and/or high prices in the donor mtryw

6. In asking Stanley to revise estimates of non-project aid, I have
instructed him to try to distinguish (and delete) aid which is available
only for miscellaneous capital goods and also to note any cases where the
donor seems willing to have his assistance used for the purchase of
commodities and other maintenance supplies, even though India has in fact
allocated these funds for the purchase of capital goods., (It is too much

to attempt to distinguish between capital goods which replace old, worn out
or obsolete equipment from those used to expand capacity, and I gather that
at this stage such a distinction would not be important to our calcultaions,)

ees Mr, G, M, Wilson (without attachment)
Mr, S. Katz . 2
New Delhi office (with attachment)

o



v

Mr. J. Burke Knapp April 21, 1966
Alexander Stevenson

Mr. Woods' Lunch with roraip Minister Debré

I think it would be useful if Mr. Woods voiced some concern about
the slow use of French aid to India and the need for more French aid
to India, particularly more aid for import of commodities and mainten-
ance equipment. I attach a memor which illustrates the slow use
of the pledges made to India by Prance.
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Mr. A. Stevenson

Mr. B. Bell
¥r. 0, Votaw.



1965/66 Debt repayment Suggested Contributions

1966/67 towards $800 million

Total Pledge Non-Project |Principal Interest New Non-Project Debt Total

U.8. L35 150 3L 27 350 3L 38L
IBRD/IDA 245 100 L9 36 150 - 150
U.K. 8l 8L 33 23 60 33 93
Germany 86 L8 26 23 60 26 86
Japan 60 15 LT 1L 20 17 37
Canada L1 18 5 3 25 5 30
France 20 - 5 3 10 5 15
Ttaly 36 @ 3 2 10 3 13
Netherlands 11 3 - 0.8 5 - 5
Austria 5 I 1 0.7 5 1 6
Belgium L & 0.7 0.k 5 1 6
1027 22 174 133 700 125 825



Form No. 57 INTERNATIONAL DEVELOPMENT ‘ INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

TO: Mr. S. N, McIvor DATE: April 20, 1966
FROM: Gregory Véatau T 3

SUBJECT: INDIA = Points for Discussion in Paris

1. In addition to the points covered in the attached\ note from
Mr, Katz, I have just seen a press report date lined April 7 indicating
that "France has decided to liberalize imports from India," We are
trying to get details., Evan a modest step in this direction deserves
commendation.

2. So far as our records indicate, France has made very little
of its aid available in non-project form to help India meet its import
requirements of raw materials, industrial components and similar
maintenance import items. The need for this type of aid cannot be
over-stressed and Mr. Woods may wish to ask the French Minister of
Finance for his suggestions on how France and other members of the

» consortium might arrange to meet that need.

3, Since Mr. de Lattre is in the Bank, I have asked Mr, Katz to
send a copy of the note to him for further suggestions.

Attachment

ce: Hr- Bo Rn Be:l.l
Mr. S. Katz

New Delhi Office

GVotaw/pd
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Mr, 8. Noel MecIver April 20, 1966
8. Stanley Kats (through Mr. G. Votaw)

INDIA - Possible points for discussion during Mr. Woods' meetings
© with the French Minister of Finance, May 2, 1966

1. The principal problems concerning India that might be raised during
the subject meeting are: (a) the slow rate of use of Third Plem aid from

France, (b) the likely need for greater total aid in the future, and (c)
the importance of increasing the share of aid for commodities, maintenance
equipment and other non-project imports.

2, With respect to point (a), the table below shows that, as of
December 31, 1965, only about one-third of the aid pledged by France
at consortium meetings has been disbursed, and almost all of that was
under pledges for the first two years (1961-63)., The record for orders
placed shows similarly lagging performance. The French Minister might
be asked for his interpretation of this slow record and what could be
done (on both sides) to accelerate the use of Fremch aid,

France: Aid to India, Third Plan Peried -1
(As of December 31, 1965; U.S. $ million)

Period Pledged Orders Disbursed
placed
Total, 1961/62 - 1965/66 120 _1_5_ _3,3
1961/62 - 1962/63 60 bk 35
1963/6k 20 20 3
196k/65 20 12 -
1965/66 20 - o

Sources IND 66-1 (March 22, 1966), Quarterly Report on the Utiliza-
tion of Aid.

% With respect to points (b) and (¢), Mr. B. Bell is in a better
position than we are to attempt to quantify these requirements. He is
currently preparing projections of what India's future total and non-
project aid needs will be if adequate policy decisions are taken., Mr,
Woods might wish to discuss these policies matters and their aid rami-
fications in Paris in general or (on the basis of Mr. Bell's projections)

specific terms,



Mr. 8. Noel MeIvor -2- April 20, 1966

I am sending a copy of this note to Mr. Bell in case he wishes
raise other topics for possible discussion. I don't know the extent
Mr. de Lattre's involvement in Indian matters these days, but he
ght have additional suggestions.

BRET

ccs Messrs. G. Votaw

ya

New Delhi Office



Form No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
TO: Files DATE: April 20, 1966

FROM: 5. Noel Mcqu(Z ( LL-'\

SUBJECT: United Kirigdom Aid to India

l. Mr. Radford told me today that the United Kingdom is about to announce
the signature of two loan agreements totalling & 5 million which will com-
plete commitments related to their 1965/66 pledge of & 30 million. These
agreements are, of course, quite distinct from the agreements Mr. Radford
reported to Mr. Stevenson relating to aid for 1966/67.

2. The & 5 million is composed of a loan of & L4.833 million for Bhopal
and & 0.167 million for Sindri Sulphuric Acid Plant.

SNMcIvor:ptv

cc: Mr. Stevenson
Mr. Votaw



TENTATIVE
(April 19, 1966)

INDIA - Consortium Pledges and Estimated Non-Project Aid,
196L/65 and 1965/66

($ million)
N 196L/65 ___1965/66
Source Total Non~ Total Non~-
Pledge Project a/ Pledge Project a/
Grand total 1,028 Ly 1,027 422
United States L35 225 b/ L35 150 b/
IBRD/IDA 2L5 90 2L5 100
United Kingdom 8L 59 8l 8L
{11 others, subtotal 255 70 263 88
Austria 1 i -5 N
Belgium - - L c/
Canada 1 18 Ll 18
France 20 c/ 20 c/
Germany 95 38 b/ 86 L8 b/
Ttaly 36 e/ 36 e/
Japan 60 15 4/ 60 15 &/
Netherlands 11 e/ 1 3b/
&/ Non-project aid is defined, as in Mr. Bell's analysis, to include only

aid available for maintenance imports of commodities, industrial
materials and components. This definition is more limited than the

one used in consortium discussions and reflected in country statements
summarized in reports such as the Chairman's "Report of Proceedings" e.g.
IND 65-10 (final). Under the earlier definition some countries included
miscellaneous capital goods, which would be considered project aid by
India and under the new definition. Needless to say PL-480 and equivalent
"food aid" is also excluded.

_‘g/ May include a significant portion of miscellaneous capital goods as well
as maintenance imports.

¢/ Unknown but believed to be negligible.
d/ Breakdown not reported but the non-project or commodity element may be
higher.

Source: Estimated by South Asia Department based on Indian
and consortium countries! reports.

GVotaw/pd
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Form No. 57

TO:

FROM:

SUBJECT:

Pl 'hivlJLk

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR ' INTERNATIONAL FINANCE )
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION ‘_' o -
N L )
OFFICE MEMORANDUM g4 10
g - & e X
Mr. A. Stevensen DATE: April 19, 1966

Robert E, Radferd \ﬁ}
Aid to India

I have been asked to inform the Bank that in
recognition of the acute economic difficulties which
India is now facing, including the food shortage resulting
from last year's drought, Her Majesty's Government are
prepared, as an emergency measure, to provide further
aid immediately. This will consist of £10 million
General Purpose Loan, £4 million Kipping lean and a
£3 millioen loan for the maintenance requirements of Bhepal.

24 This is an advance instalment of the U,K, normal
aid pledge for 1966/67 and follows the undertaking given
by Mr. Wilson at his talks with Mrs. Gandhi oen April 2nd
that the new British Government would examine as a
matter of urgency what immediate steps Britain could take
to help India further in resolving her economic preblems.

3. This of fer is now being conveyed to the Indian
Government and if it is accepted H.M.G. will be prepared to
sign loans as early as possible.

b, I attach a copy of the draft press release which
it is proposed should be issued simultaneously in London
and Delhi.
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Form No. 59 Consort
(2.55) "i

CROSS REFERENCE SHEET
COMMUNICATION: Lettér # 102

DATED: tpril 19, 1966
TO: Mr. Gregory B. Votaw

FROM: Mr. Pantenali

FILED UNDER: INDIA - General Negotiationms
SUMMARY: EXCERPT

3. About your letter No,51, I wish to say that we are still

making the distribution of Consortium documents to all interested
embassies here, but they seem less keen than in the past about them,
I won't mind therefore, if in:the émterest ofrieconomy, you send me
10 copies only for the office use ) ( and some casual distribution).
Incidentally, so far I've got no copy of whichever document was
distributed at the April 5 meeting.
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OFFICE. MEMORANDUM !

er Stevenson DATE: April 18, 1966

FROM: Patrick/_ eid e

SUBJECT: Canadian Aid to India

As you requested, I attach a statement on Canadian non-project
aid to India and on the cancellation of the remaining payments on the
wheat loans. I would be glad to answer any questions. Perhaps we could
consult as to how this should best be presented to the Consortium,

Attachment



Attachment
INDIA

I

CANADIAN NON-PROJECT AID
UNDISBURSED AS OF APRIL 1, 1966

Can$ million

Source Grants Development Ioans  Total
(IDA Terms)
1. 1964-65 Pledge 1,50 1.50
2., 1965-66 Pledge 7.60 1/ 11.85 19.45
(Of which: industrial raw materials) (7.60)
3. DNew 11.20 2.35 13.55
)of which: industrial raw materials) (10.00)

It is hoped that the funds earmarked for industrial raw materials
($17.60 million) will be fully disbursed in 1966/67.

With regard to the $11.85 million of development loans derived from
the 1965-66 pledge and the $1.5 million in grants derived from the 1964-65
pledge, orders have already been placed for a number of items and disbursements
should be substantial in 1966/67. With regard to the new grant and loan funds
($3.55 million) which have not been earmarked for industrial raw materials,
disbursements are expected to be reasonably large in 1966/67.

IT

CANCELLATION OF PRINCIPAL AND
INTEREST PAYMENTS ON WHEAT LOANS

Subject to parliementary approval, the Canadian Govermment will cancel
the remaining interest and principal payments due on two outstanding wheat loans.
These payments are as follows:

Due Date Can$ million
March 31, 1966 3.75 2/
December 31, 1966 1.37
March 31, 1967 3.60
December 31, 1967 1.30
10.02

1/ Of which $4.75 million represents undisbursed portion of $8.65 million
"Commodities Grant" listed on page 17 of December 31 Quarterly Report on
Utilization of Aid (IND 66-1).

2/ This payment was deferred pending parliamentary approval of its cancellation.
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CROSS REFERENCE SHEET

COMMUNICATION:  gengop Staff Meoting 531/i/66-24

DATED: 5.4 38, 1966
TO:

FROM:

FILED UNDER: g  ior Staft Heotings

SUMMARY:

South Asia

14. The Chairman, noting that the Indian Planning Minister and the Pakistan
Finance Minister were due to arrive in Washington the following week for dis-
cussions with the U.S. Government and the Bank, said that until the U.S.
position on assistance to India and Pakistan was known it would be difficult
to estimate IDA's future needs for funds and thus to discuss IDA replenish-
ment with the contributing countries. He hoped that within the next few
weeks they would have a clearer idea of where they stood with regard to

India.



DRAFT
Aprdl 15, 1966

Tos Mr. A. Stevenson (Through Mr. S, N. Mclvor)
Froms G. Votaw
Subjects INDIA - Possible IDA Puture

—.&- : i

Lending to Support the Proposed

i i b,

Akl 1 HES Bk e

1. If India agrees to a program of import liberalisation which is
satisfactory to the Bank, Mr. Bell estimates that it will be necessary to
provide consortium aid disbursable against "maintenance imports" of
approximately $800 million - such aid to be fimly comitted as soon as
possible (say within 2-3 monthd{?) after the policy package is agreed in
prineiple) and to be available against payments for a wide range of materials
and components during the subsequent $-12 months. It is understood that aid
of this type on more or less this scale would be necessary from consortium
members during each year of the Fourth Plan in addition to annual commditments
of nearly the same amount ($700-800 million) for projects - of which, howevey,
a substantial part (perhaps as much as half) might not disburse until after 1971.

2. Rescheduling of debt payments is "aid disbursable against maintenance
imports" and is in fact somewhat more beneficial to India than mest nen-project
aid, since it frees resources without limitation as to the country in which
or commodity for which the aid will be used. It is expected that seme members
of the consortium will contribute part of their aid to meet India's "maintenance
import" requirements through rescheduling payments on debt. Regarding rescheduling,
however, consideration should be given to the tactical advantages of dealing with
this question later (in the context of aid for the entire Fourth Plan period) vs.
immediately. On balance, it seems best to seek support for the first year of
a liberaligation program very largely by new non-project commitments and without
any general move toward rescheduling, but this question should be dealt with in
a geparate memorandum,




3. It has been suggested that IDA provide approximately 25 percent
or $200 million of the first year requirement for maintenance import assistance.
How would an IDA commitment of $200 million in 1966/67 affect the balance of
IDA's projected lending program (a) in India and (b) in other countries?

(a) As far as India is concerned Annex A (attached) sumarises the
status of each identified project currently under active consideration.

(i) Briefly stated this analysis shows that the signing
of most proposed credits could be delayed until the
end of a calendar 1966 and that few projects are
likely to require substantial disbursements before
June 30, 1967, when the level of the next replenishment
should be known.

(ii) The exception is the telecommunications project, which
may be ready for appraisal as early as June and for
signing in September and could disburse $30-k0 million
by June 30, 1967. The appraisal camnot begin until
an important issue regarding accounting practices has
been resolved; however, work on the project (which
involves minimum expansion of a basic public utility,
which is of great importance to further healthy
Wofmtﬁhcrmtwsmmmdhnm)
has already been delayed a month or two and further
delay in signing a credit should be avoided if at all
possible.

(ii1) For all these projects (with the possible exception of
telecommnications) it would be possible and advantageous
to negotiate agreements under which a first tranche would
become effective more or less immediately (subject to the
usual performance and legal eriteria) and cover estimated
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withdrawals through June 30, 1967, while a second
tranche, equal to the balance of the credit, would
become effective as soon as the replenishment exercise
had provided commitment authority sufficient to cover
such amounts. .

(iv) It might be desirable to consider Bank lending for one
or two of the projects in which relatively long disburse-
ment periods are forecast, e.g. Haldia. Loans to these
projects taken together with present Bank commitments
would not add significantly to the Bank's net investment
in India and in fact would provide a means of disbursement
two to five years hence which would counterbalance
increasing amortization payments already scheduled to fall
due at that time. However, such loans might preempt Bank
funds which would preferably be invested in fertiliser
plants, steel mills and (through ICICI) a variety of other
private industries.

(b) The effects of the proposed commitment to India on IDA lending in other
countries must be explored in the context of3

(i) expectations regarding the time when projects are likely to
ripen, on which I understand Mr. Malone is preparing data,

(ii) expectations regarding the availability of new commitment
authority, following negotiations on replenishment.

L. How might IDA disburse its $200 million commitment?

(1) It is assumed that IDA's contribution is to play a
meaningful role in filling the $800 million payments
gap foreseen By Mr. Bell; it must therefore be available
in a form that can disburse in the 12-15 months ending
around September 30, 1967 if demand developes in India at
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the expected rate. Furthermore, a forecast of
the overall requirement is more likely to be accurate
than forecasts of the individual elements composing
the total., Therefore, the form in which IDA aid is
offered will partly determine its usefulness as a
way of helping to fil1 the projected import gap.

(1) To some extent assistance should be tailored to the
type of liberalization program adopted by India.
Since we do not know what type of liberalization may
be proposed, if any, the following discussion of
particular forms of aid must remain highly tedative.
If the liberalization policy involves removal of all
controls on certain classes of imports, it would be
useful to disburse IDA funds against some portion of
these "free" imports. am,ztmuuumé.a
that this would involve direct payment against part of
India's requirements of bulk commodities such as sulphur,
reckwmh./mfl. non-ferrous metals and similar
processed materials which are the type of imports most
likely to be freed. On the other hand, if "liberalization®
takes the form of allowing certain priority industries to
import whatever they wish (other than "bammed" items) IDA
might consider covering a portion of imports required by
those "freed" industries. In short, it will be somewhat
more meaningful to discuss specific credit possibilities
when we have a clear notion of the form of liberalization
and can on that basis adapt our ideas on lending to whatever

seems a good way of supporting that program.
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(iii) However, under almost any liberalization progran
an industrial imports credit, patterned on Credits
Nos.52-IN and 78-IN but supplying materials and
components to a somewhat wider segment of the machine-
building and other engineering industries would offer
a convenient framework for IDA financing. These industries
might absorb a new credit of $120-150 million by the end
of 1967, assuming a resurgence of confidence among Indian
industrialists and investors. The total annual requirement
of these industries is considerably higher - perhaps $200-300
million - but it may take some time to build production and/or
markets back to this level. Certainly our previous credits
have never been drawn down at anywhere near this rate.
Moreover, after careful exsmination of the issue, it was the
view of the 1963/6l appraisel mission that IDA should not
try to cover the full requirements of any group of sectors.
The primary reason for this conclusion is that bilateral
mﬁh(mmmmﬂzm
quite well in many of these industries. If IDA insists
on meeting the total requirement, it may be difficult to
shift other donors' non-project funds to equally beneficial
uses. Country-tied aid will always be harder to use
efficiently than IDA funds; therefore as long as some
country-tied aid continues, it makes sense for India to
try to fit it in first and use IDA funds to fill up whatever

gap is left - which is precisely what we have done, and I
believe effictively, in railway, power and previous industrial
imports lending. Another reason for IDA financing consider-

ably less than the total estimated requirements of participating
sectors is that only in this way does one ensure flexibility in
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mmorudztwumpmaaﬂumnn
short of forecasts.

(iv) Outside industrial imports I still believe that finished
fertilizers and bulk materials (sulphur and rock phosphate)
:ermmmarﬂuummmmmm
muimﬂthewaiwityw. Moreover,
bxmkummmmmnumumm
re-enforce the Government's December 1965 decision to use
primarily private chamels for increased dispribution of farm
imports.

(v) HmumthWdﬁhrumw
mm:mwmm-mmm».
mmawmnmmmmw
mnsmwmmmmmuuma
pnmumwwmuum,

Se mmmamwunmwmmmtm'
wumn&muwmmz-smuw.wmmum.
muwnmﬂmwmmm.mMum

mist be adjusted accordingly.

GVotaw/pd
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IDA Commitments to India b -
4o 2n-ad e (DA foocasr LSucke
Arising out of Dr. Lieftinck's point which I mentioned [(weel' somy

RECONSTRUCTION AND DEVELOPMENT

at our meeting this morning, I have now looked up the record of Eﬁé J
our meetings with the IExecutive Directors of the prinecipal : “’*-ui
contributors. 5?,0,( -

i

4
The first was in April 1963 when the figures of $50 millien = = " E}
for Pakistan and $140 million for India were mentioned and, at any /QyL i%h &
rate tacitly, accepted. The next meeting was in February 196L. I 77
recorded that "the consensus of opinion was that, of the $300 million, el
$140 million should be earmarked for India and $50 million for

Pakistan". In closing the meeting you said that you hoped "to have - qﬁk

a discussion of this kind at regular six-monthly intervals". We ﬁn‘ F

did have such a discussion in August 1964. Up to this point we had (“@\4 whifers

not made our commitments of IDA funds to Indiaz and Pakisten until we 4
had first cleared the ground with the Executive Directors of the gééé;ﬁ/
principal contributors. /

The next meeting was in July 1965 (there is no record of any
meeting in the early part of that year). In a paper by Mr. Knapp
dated 8th July and circulated before the meeting, we again put forward
the figures of $1L40 million for India and $50 million for Pakistan.

At that date we had already made our pledge to India for 1965/66, but
we had made no pledge for Pakistan. One paragraph in Mr. Knapp's
paper reads:-

"The figure for India which is the same as for last
year, represents the current rate of IDA commitments
under the Indian Consortium through March 31st 1966.
If this rate were to be increased for the Indian
fiscal year commencing April 1st, 1966, it would be
necessary to step up the allocation to India for the
April to June quarter of 1966, which would require
resort to the surplus of uncommitted funds."

You are recorded as having opened this meeting by saying:
"The purpose of the meeting is the annual informal review of the IDA
program."

I draw from this the following conclusions:-

(2) Dr. Lieftinck was right in saying that we have normally



Mr. G. D. Woods. 8 12th April 1966.

(i.e. two times out of three) cleared our lines with the principal
Executive Directors before making pledges to India and Pakistan.

(b) that we have a technical answer of sorts in the paragraph
from Mr. Knapp's paper quoted above, which can be construed as

putting the Executive Directors on notice that IDA funds for India
for 1966/67 would be at least maintained, and

(e) that meetings with the principal contributors at six-monthly
intervals is a good idea and should be resumed.

If you agree I should like to talk to Dr. Lieftinck on
these lines.

¢ei Mr. J. Burke Knapp

GMWilson/mh
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Mr. Donald Fowler April 8, 1966

Gregory Votaw
INDIA - Consortiums

Circulation of President Johnson's Food Message
and Resolut of .

Pursuant to our phone conversation yesterday, I attach a draft
of a note to be circulated to members of the Indian consortium and
a stencil of the text of the Joint resolution of Congress.

If there is anything else we can do to facilitate the distribution
Mr. Wilson announced at Tuesday's meeting, please do not hesitate to
eall.

Mr. S. Katz
ccs New Delhi Office
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CROSS REFERENCE SHEET

COMMUNICATION:  genior Staff Meeting SSM/M/66-13

DATED:  ppril 8, 1966
TO:

FROM:

FILED UNDER: gommittees - Senior Staff Meetings

SUMMARY:

12. Mr. Stevenson reported that the meeting of members of the Indis
Consortium held in the Bank on April 5 to consider interim aid to India
during 1966/67 had produced modestly encouraging results., The Bank had
recommended that India be given assistance in a quick-disbursing, non-
project form equal to the debt-repsynent - $180 million - due in 1966-67,
and promises (including the proposed IDA credit of $50 million) covering a

substantial part of this sum had been made. &

/13. over
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13. The general atmosphere at the meeting was that the Consortium members
were glad to resume consideration of Indian affairs; this was exemplified

by the fact that, although the Bank had indicated when convening the meeting
that it would suffice if only representatives normally stationed in Washington
attended, Canada, Germany and the U.K. had sent representatives from their
capitals,

1L. In response to a question, Mr, Stevenson said that the matter of debt
rescheduling had been taken up; indeed, the Government of India had re-
quested assistance in that form, but the general feeling had been that debt
rescheduling could better be considered in relation to long-term policy con-
siderations, e,g. when the Fourth Five-Year Plan was ready, although there
was no objection to individual countries waiving debt service at once.

Canada had in fact announced that it was cancelling Indian debt to the extent
of about $10 million.

15. Mr. Alter said that the course taken with India of providing quick
disbursing financial assistance on a program rather than a project basis to
deal with the immediate emergency created a rather unfortunate precedent for
"program assistance" sponsored by the Bank. He would have hoped that an
emergency-type one-year debt rescheduling could be employed to cope with
this kind of a problem and that program assistance sponsored by the Bank
would be linked with understandings on the corrective economic policies

that were necessary for the long term,

16, Mr. Stevenson said that, if India took the necessary policy steps, the
amount of assistance required would be much larger. Since the debt falling
due over the next five years could be an important contribution to that
assistance, there was a general feeling that general debt rescheduling was

a factor to be introduced at a later stage of discussion rather than in a
meeting concerned with emergency assistance for one year.

17. Mr. Knapp said that the choice between quick-disbursing aid and debt-
rescheduling had been influenced by the fact that, in view of the wider
implications, few wanted to consider rescheduling debt service for one year
only. In view of the small amount of assistance discussed at the meeting,
compared with the usual Consortium pledging of the order of $1 billion, he
did not think that the Bank's normal policy of conditioning aid on policy
changes had been prejudiced in this case.

18. Mr., Wilson pointed out that the Bank was handicapped in pushing for
debt-rescheduling by the fact that it was not prepared to reschedule the
repayment of its own loans. Mr. Demuth suggested that it was a debatable
proposition that, in the long run, the Bank's "image" would be more damaged
by rescheduling its own loans than by providing the kind of balance of
payments aid which Mr. Alter had criticized. Perhaps a discussion of this
general policy question, without reference to particular cases, would be
desirable. ;
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FRM: The Secretary

CONFIDENTTAL
IND 66-4

April 8, 1966

STATEMENT OF THE PRESIDENT OF THE UNITED STATES
ON ATD TO INDIA

At the meeting of Indian Consortium members on April 5, 1966,

there were several references to the recent Message of the President

of the United States to the Congress regarding aid to India. The

text of that Message was distributed to the Executive Directors of

the Bank on April 1, 1966, under cover of SecM66-108. Additional

copies are available on request from the Secretary's Department

(Telephone Ext. 2158).

In response to the President's Message both Houses of Congress

have, by unanimous vote, adopted a resolution, the text of which is

attached,

Distribution:

Executive Directors fors:

Austria
Belgium
Canada
France
Germany

Ttaly

Japan
Netherlands
United Kingdom
United States

Embassy of Japan
Managing Director, IMF

Chairman, India Consortium
Director, South Asia Department

For information:

President

President'!s Council

Executive Vice President (IFC)
Executive Director for India
Department Heads (Other)
Resident Representative, India



EMERGENCY FOOD RELIEF FOR INDIA

Resolved by the Senate and House of Representatives of the United
States of America in Congress assembled, That the Congress endorses and
supports the President's initiative in organizing substantial American
participation in an urgent international effort designed to:

(a) Help meet India's pressing food shortages by making available
to India under Public Law L80 agricultural commodities to meet India's
normal import needs plus added quantities of agricultural commodities as
the United States share in the international response to the Indian emergency;

(b) Help combat malnutrition, especially in mothers and children, via
a special program;

(¢) Encourage and assist those measures which the Government of India
is planning to expand India's own agricultural production.

That the Congress urges the President to join India in pressing on other
nations the urgency of sharing appropriately in a truly international
response to India's critical need.

The Congress urges that to the extent necessary the food made available
by this program be distributed in such manner that hungry people without
money will be able to obtain food.

Source: Congressional Record - Senate
April 6, 1966
Page 7L85
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OFFICE MEMORANDUM

Files DATE:  April 6, 1966

Alexander Stevensonﬁj =

India - Debt Payments due to Kuwait

INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
CORPORAT I ON

I spoke to Mr. Sundara Rajan today and drew his attention to
the fact that $6.7 million equivalent of Indian debt was repayable to
Kuwait in 1966/67. The Bank was not, I told him, making any effort
on India's behalf to have this postponed. If the Indians wish to do
so, they should meke that effort themselves.

Mr. Sundara Rajan said he knew that we were not doing anything
about this debt, indeed his personal opinion was that the Government
of India would not ask Kuwait for any postponement. The origin of the
debt was not a development loan. Moreover, if India did ask for post-
ponement it might have undesirable implications.

By this I understood him to mean that the Indians have been
having some discussions with the Kuwaitis about industrial cooperation
in both India and Kuwait and did not wish to risk disturbing whatever
understandings may have been arrived at.

cc: Mr. Wilso o C—M“

Mr. Bell ‘?l‘l’

Mr. Votaw
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Mr A exsnder Stevenson poril 5, 1966
Gregory Votaw
INDIA - Consultation with Consortium Members:

During this afternoon's meeting there may be a question about Bank/IDA
lending to India. The proposed $50 million credit for industrial imports is
noted in Mr. Bell's memorandum and will be mentioned again by the Chairman,.
With respect to other lending proposals, I suggest an answer be given along
the following lines:

nA eredit of $68 million for the Indian Railways has been

under consideration for some time and negotiations are scheduled
to begin a week from today. Similarly, the Beas equipment project

and two loans to private steel mills (TISCO and IISCO) will

probably be ready for presentation to the Executive Directors

within the next few months. The Bank and IFC also have three

fertiliser manufacturing proposals under consideration.

"Projects for the construction of a new port at Haldia, improvement

of ore-loading facilities in Goa, expansion of metropolitan
Bangalore's water supply, extension of the national telecommunications
system and a further increase in power generating capacity at the
Kothagudem thermal station are being developed with IDA financing

in view and appraisals of these schemes will be completed as soon

as various details are worked out at the Indian end., A number

of agricultural development projects have also been discussed with
Indian authorities and will be given prompt consideration by our

staff as soon as they are formally presented for appraisal by
India.”

ces Mr. G. M. Wilson
Mr. B. R. Bell
New Delhi Office

el



Form No. 59
(2-55)

CROSS REFERENCE SHEET

COMMUNICATION: genior Staff Meeting SSM/M/66-12

DATED: April L, 1966

TO:

FROM:

* FILED UNDER: Gommittees - Senior Staff Meeting
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ks The Chairman reported that he and Mr. Schweitzer had met that morning

States
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with Mrs. Indira Gandhi, Prime Minister of India, He drew attention to the
communique issued by President Johnson of the United States and Mrs. Gandhi,
in which it was stated that the United States had a deep interest in partic=-
ipating in international efforts, particularly those under the leadership of
the Bank, to raise living standards in India. This meant that the United
would regard the Bank as the principal instrument for development
al assistance tc S 5‘-" & ) on | favorable .. stions

5% The next six months were likely to involve important decisions in
relation to India, and the Bank would be in a position of responsibility.

A first important step for the Bank to take would be to ascertain the willing=-
ness of the Consortium members to take part in interim assistance to India

in 1966/67; a meeting for this purpose would be held at the Bank on April 5.
If these countries expressed such willingness, the Indian Ministries con-
cerned would send representatives to Washington for negotiations. The fourth
Indian Five-Year Plan would be ready for study during the summer. For the
year 1966/67 India would proceed without a long-term plan.

T The Chairman said that he had made clear that progress in financial
assistance to development in India would depend very largely on a change
of attitude towards private investment. The greatest need for funds was in

the private sector,

7. Mr. Stevenson reported that negotiations for a proposed $68 million
TDA credit for the Indian Railways would begin on April 12, At the same
’Y yould be going to Ini e Tata Iron and Steel
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INDIA - Canadian Aid

1.

I spoke with Mr. Patrick Reid this morning. He reported

the following:

26

(a) Food aid to India (the one million tons of wheat
mentioned in President Johnson's message to Congress
and recently reported in the press) is being offered
on a grant basis. The Indians will have to pay
freight charges - presumably at around $1l per ton.

(b) The Government has decided to waive the remaining
principal and interest payments due from India on
two 1958 wheat loans. This waiver would cover
$3.5 million in principal and $0.3 million in
interest due yesterday (March 31, 1966), equal
amounts due on March 31, 1967 and slightly over
$1.0 million due both in December 1966 and in
December 1967. The total amount of principal and
interest payments to be waived would be $10 million.
Nearly half of this is due during the Indian fiscal
year 1966/67, and an additional $3.8 million was due
yesterday. So far there has been no public announce-
ment of this decision, which will require parliamentary
approval, but Mr. Reid seems to expect to receive
instructions to announce it to consortium members Tuesday.
Ottawa is still considering various technical aspects of
the waiver.

(¢) Canada is expecting to make its normal commodity
assistance available to India in 1966/67. (Can. $12.5
million or approximately U.S. $11 million as noted in
item (3) under footnote of Mr. Belll!s Table), It is
not clear yet whether Canada will be prepared to announce
this intention (or decision) on Tuesday afternoon.

(d) Last year Canada offered India program aid for purchases
other than commodities in an amount of Can. $5 million.
To date India has used none of this, although one would
expect that competitive suppliers of miscellaneous
transport, electrical and/or industrial equipment could
easily be found in Canada for that amount. The fact that
this aid has not been used makes it difficult for the
Canadian Govemment to press for additional aid this year.

Mr. Reid is agreeable to having the Chairman call Canada for the first

statement when he starts around the table Tuesday.

cct

Mr. G. M, Wilson

Mr. B R. Bell
Mr. S. Katz
New Delhi Office
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DRAFT
April 1, 1966

Mr, Andre Maillard
Secretary of Embassy
Ermbassy of Switzerland
2900 Cathedral Avenue, N.W.
Wm. D.C. m&
Dear Mr, Maillard:

Your letter 533.321.-Md/mw of March 30 and its enclosures
have been brought to my attention.

The Bank is glad to note the contribution which Switzerland
is making to help India carry out her development effort. We are
particularly glad to learn of the terms on which the Credit made by

your Government has been arranged,

Yours sincerely,

Geoffrey M. Wilson

(copies to be sent to Messrs. Stevenson, Bell, Votaw, Katz, Delhi Office)



Mr. M. L. Hoffman 1st April 1966.

G. M. Wilson [(_Signed) G. M. W“sgﬂ

Aid Co-ordination

As you are away this afternoon I want to put in writing some
comments on your admirable paper on aid coordination while they are
fresh in my mind. I hope that we can talk about them on Monday.

I have some minor comments which I can explain orally but
my main point, as you might expect, arises on page 12. This paragraph
brushes off the Consortia in a way which to my mind is seriously
misleading for the following reasons (I leave out the Turkish Consortium
about which I know nothing).

L. Experience has been quite different in regard to India and
Pakistan and they cannot be lumped together like this. Whatever may

be said of India I do not believe that there has been any "detriment of
coordination" so far as Pakistan is concerned and its performance has in
fact improved steadily since the Consortium came into existence. The
coordinating function was important for Pakistan right from the beginning
and it was not until Pakistan planning and programming had been put on a
relatively sound basis that the Consortium began to come through with
pledges that the Pakistanis regarded as being anything like adequate.

Z» It is true that the Indian Consortium started as a rescue
operation, but India was also regarded at any rate until about a couple
of years ago as "moving up towards the head of the class so far as its
general economic performance is concerned." This was at least as
important a reason for continuing with the Consortium after the original
rescue operation as was the fund-raising aspect. It is India's
disappointing performance over the last two or three years (due in part
to "political and financial relapse) which has coloured the picture.

And the existence of the Consortium, and the processes that have been
carried out under its umbrella, have been responsible at any rate in
part for, as we hope, getting India back on the rails. If they are to
get back on the rails and do the things they ought to do, they will need
assurance of finance on an increased scale for the next few years.

T do not know whether thig will be done formally through the Consortium
or not but it would be a pityto dam in such uncompromising terms the
fund-raising aspect of this activity.

3. Since Pakistan is well up in the class so far as its general
economic performance is concerned and since India was there at the time
when the Consortium was established I think that the conclusion in the

last sentence of this paragraph is invalid.



Mr. M. L. Hoffman - 1lst April 1966.

L. One of the purposes of the Consortia was to secure general
statements of intent with respect to the volume of assistance that a
country might expect, i.e. the "second unfavourable feature" that you
mentioned on pages 18 and 19 in regard to consultative groups. Surely
you cannot condemn this in the case of the Consortiz and at the same time
advocate it in the case of consultative groups as something which would
help to make these latter groups "an ungualified success".

5. In all the varicus functions that you set out for consultative
groups there is nothing which is not equally applicable so far as the
Consortia are concerned, cven though some of these functions may not have
been carried out as effectively as they might have been. (In fact I am
not sure how far '"coordination'" is really the right word; we are not
really coordinating the activities of the donors; what we are doing is
trying to secure better performance and provide authoritative information
on the basis of which bi-lateral donors can take their own decisions).
The only difference as I see it between a Consortium and a consultative
group is that in the case of the former there is an added function, i.e.
pledging, which alsc means a more restricted membership. It seems to me
that, for the purpose of your argument all that you need do is point out
this difference between the two types of organization without making the
gualitative judgments which appeared on page 12.

Incidentally, the U.S., U.K., Germany and Candda all attach
considerable importance to the maintenance of the two Consortia which
seems to show that they are not nearly as gloomy about them as you are.

One form of coordination you do not mention is the Colombo Plan.

It is a very queer kind of animal and there may be good reasons for omitting
it but you may care to give the matter a thought.

GMWilson/mh
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FROM: The Secretary April 1, 1966

STATEMENT OF THE PRESIDENT OF THE UNITED STATES

Attached for the information of the Esecutive Directors is a
copy of the press release issued by the White House covering the
Message of the President of the United States to the Congress

dated March 30, 1966, recommending aid to India.

Distribution:

Executive Directors and Alternates
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President's Council
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FOR RELEASE AT 12 NOON (EST) MARCH 30, 1966

NOTICE: There should be no premature release of this Message to the
Congress, nor should its contents be paraphrased, alluded to or hinted
at in earlier stories, There is a total embargo on this message until
12:00 noon March 30, 1966, which includes any and all references to any
material in this message,

Bill Moyers
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THE WHITE HOUSE

TO THE CONGRESS OF THE UNITED STATES:

In recent months I have been watching with deep concern the emerging
problem of world food supply, And I have been especially concerned with
the prospect for India, During this past week I have discussed the Indian
food problem with the FPrime Minister of India, who has been our welcome
and distinguished guest here in Washington. I am persuaded that we may
stand, at this moment on the threshold of a great tragedy. The facts are
simple; their implications are grave, India faces an unprecedented drought.
Unless the world responds, India faces famine,

Strong efforts by the Indian government, and our help, have so far
averted famine, But in the absence of cooperative and energetic action by
the United States, by other nations and by India herself, some millions of
people will guffer needlessly before the next crop is harvested. This, in
our day and age, must not happen., Can we let it be said that man, who can
travel into space and explore the stars, cannot feed his own?

Because widespréad famine must not and cannot be allowed to happen,
I amn today placing the facts fully before the Congress., I am asking the
endorsement of the Congress for a program that is small neither in magnitude
nor concept. I am asking the Congress, and the American people, to join
with me in an appeal to the conscience of all nations that can render help.

I invite any information that the Congress can supply. Qur people will welcome
any judgments the Congress can provide. The ogecutive branch, this nation andthe
world will take appropriate note and give proper attention to any contributions
in cqunsel and advice that Congressional debate may produce, |

If we all rally to this task, the suffering can be limited, A sister
democracy will pot suffer the terrible strains which famine imposes on
free government, :

Nor is this all, The Indians are a proud and self- respecting pceple,
So are their leaders, The natural disaster which they now face is not of
their making, They have not asked our help needlessly; they deeply prefer
to help themselves, The Indian government has sound plans for strengthening
its agricultural economy and its economic systern, These steps will help
India help herself, They will prevent a recurrence of this disaster, I also
Propose action through the World Bank and the Agency for International
Development to support this strong initiative by the Government of India.

MORE
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Since independence India has done much to increase her output of agricultural
products. Her agriculture has not been neglected, From 1950 to 1965 she
increased food production 75 percent. This is a creditable achievement, B.ut
India has had to contend with a continuing and relentless increase in ?opulatmn.
Her people have also consumed more from a higher income. Accordingly, she
has remained heavily dependent on our help. Last year we provided, under
Public Law 480, more than 6 million tons of wheat, equal to more than two-
fifths of our own consumption. To keep this supply moving, the equivalent of
two fully loaded liberty ships had to put in at an Indian port every day of the
year,

Now India has been the victim of merciless natural disaster. Nothing is
80 important for the Indian farmer as the annual season of heavy rain -- the
monsoon. Last year, over large parts of India, the rains did not come. Crops
could not be planted, or the young plants withered and died in the fields.
Agricultural output, which needed to increase, was drastically reduced. Not
since our own dustbowl years of the nineteen-thirties has there been a greater
agricultural disaster.

Indian leaders have rightly turned to the world for help. Pope Paul VI
has endorsed their plea. So has the World Council of Churches. So has the
Secretary Gereral of the United Nations. So has the Director General of the
Food and Agriculture Organization, And so, in this message, does the
President of the United States.

I have said that effective action will not be cheap. India‘s need is for at
least 1l to 12 million tons of imported grain from January to Decemtar 1966.

Food in this world is no longer easy to find.
But find it we must,

Here is what I propose.

The Proj&ram

Last fiscal year we supplied six million tons of food grain to India. So
far in this fiscal year, I have allotted 6.5 million tons of grain for shipment
to India -~ more than the total of six million tons which we had planned to
provide as a continuation of past arrangements. It is even more necessary in
this emergency to keep the pipelines full and flowing and to insure that there
is no cnngestion of rail or sea transport. India, furthermore, estimates an
additional six to saven million tons of food grain will be necessary through next
December beyond what has already been committed or expected.

I propose that the United States provide three and one~half million tons of
that requirement, with the remaining three and a half million tons coming
from those nations which have either the food to offer or the means to buy
food. I invite those nations to match the 2mount which we will supply. For
example, I am delighted to be informed that Canada is prepared to provide
a million tons of wheat and flour to India.

MORE
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Every agriculturally advanced couatry can, by close scrutiny of its
available supplies, fnake a substaitial contribution. I ask that every
government seek to supply the maximum it can spare == and then a little
more, I ask those industrial countries which cannot send food to supply a
generous equivalent in fertilizer, or in shipping, or in funds for the purchase
of these requisites, All know the Indian balance of payments is badly over=
burdened, Food and other materials should be supplied against payment in
rupees, which is our practice, or as a gift.

It is not our nature to drive a hard mathematical bargain where hunger
is involved, Children will not know that they suffered hunger because Ameri=
can assistance was not matched, We will expect and press for the most
energetic and compassionate action by all countries of all political faiths,

But if their response is insufficient, and if we must provide more, before
we stand by and watch children starve, we will do so. I, therefore, ask
your endorsement for this emergency action,

I have spoken mostly of bread-grains, The Prime Minister of India
spoke also of other commodities which can meet part of the requirements
or replace part of the need, In response to her needs, 1 propose that we
allot up to 200, 000 tons of corn, up to 150 million pounds of vegetable oils,
and up to 125 million pounds of milk powder to India, The vegetable oil

and milk powder are especially needed for supplementing the diets of Indian
children,

In addition, India's own exchange resources can be released for food
and fertilizer purchases if we make substartial shipments of cotton and
tobacco, I am suggesting the allotment for this purpose of 325-700, 000
bales of cotton and 2-4 million pounds of tobacco. Both of these commodities
we have in relative abundance,

1 request prompt Congressional endorsement of this action,

I1urge, also, the strong and warmhearted and generous support of this
program by the American people.

And I urge the strong and generous response of governments and people
the world arcund,

India is a good and deserving friend. Let it never be said that ''bread

should be so dear, and flesh and blood so cheap'' that we turned in indifference
from her bitter need,

Further Action

The Indian people want to be self-supporting in their food supply.

Their government has adopted a far-reaching program to increase
fertilizer production, improve water and soil management, provide rural
credit, improve plant protection and control food loss, These essentials
must be accompanied by a strong training and education program.

I have directed the Secretary of Agriculture, in cooperation with AID,
to consult with the Indian government to ascertain if there are ways and
means by which we can strengthen this effort, We have long experience
with short courses, extension training and similar programs, If they can

MORE



o

be used, I feel certain that American agricultural experts would respond to
an appeal to serve in India as a part of an Agricultural Training Corps or
through an expanded Peace Corps, Many of our younger men and wornen
would especially welcomae the opportunity.

1 am determined that in our assistance to the Indian government we not
be narrowly limited by what has been done in the past, Let us not be afraid
of our own enthusiasm, Let us be willing to experiment,

The Indian government believes that there can be no effective solution
of the Indian food problem that does not include population control, The
choice is now between a comprehensive and humane program for limiting
births and the brutal curb that is imposed by famine, As Mrs. Gandhi told
me, the Indian governm.ent is8 making vigorous efforts on this front,

Following long and careful planning and after discussions in recent
days with Prime Minister Gandhi, I have proposed the establishment of
the Indo~U,S, Foundation, This Foundation will be financed by rupees,
surplus to our need, now on deposit in India, It will be governed by dis-
tinguished citizens of both countries, It will be a vigorous and imaginative
enterprise designed to give new stimulus to education and scientific research
in India, There is no field where, I hope, this gtimulue will be greater than
in the field of agriculture and agricultural development,

Finally, in these last days, the Prime Minister and I have talked about
the prospects for the Indian economy, The threat of war with China and the
unhappy conflict with Pakistan seriously interrupted India's economic progress.
Steps had to be taken to protect dwindling exchange resources, These also
had a strangling effect on the economy. Indian leaders are determined now
to put their economy again on the upward path., Extensive discussions have
been held with the World Bank, which heads the consortium of aid-giving
countries,

The United States interferes neither in the internal politics nor the
internal economic structure of other countries, The record of the last
fifteen years is a sufficient proof that we ask only for results. We are
naturally concerned with results -~ with insuring that our aid be used in
the context of strong and energetic policies calculated to produce the most
rapid possible econornic development,

We believe Indian plans now under discussion show high promise, We
are impressed by the vigor and determination of the Indian economic leader-
ship, As their plans are implemented, we look forward to providing economic
assistance on a scale that is related to the great needs of our sister democracy.

An India free from want and deprivation will, as Mahatma Gandhi himself
once predicted, ''be a mighty force for the good of mankind, "

LYNDON B, JOHNSON

THZ WHITE HOUSE

March 30, 1966
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MINISTRY OF FINANCE

Ref, Z1.308,830-15a/66

Quarterly Report on Austrian Aid to India

Position at March 31, 1966

Part A

1. Pledges. The Ministry of Finance once again points out that the
total Austrian pledges amount to US$l7.85 million, and requests that
this be indicated in a footnote in the next Quarterly Report, as in the
case of the 196l/65 pledge in the IND 66-1 Report.

2, Orders placed. The total figure of orders placed up to December
31, 1965 was US$L2.6 million, of which US$5 million relates to Austrian
Credit to India I (1961/63 pledges) and US$7.6 million to Credits to
India II and III (1963/65 pledges). No orders have yet been placed against
Credit to India IV (1965/66 pledges).

3. Disbursements. Disbursements during the fourth quarter of 1965
totalled approximately US$l,127,300, of which about US$20,800 relates to
Credit to India I, about US$388,500 to Credit to India II and about
US$718,000 to Credit to India III, Since no orders have yet been placed
against Credit to India IV, no disbursements have been made,

Part B

No further agreements were concluded during the period of the Report.

Part C

No additional projects in preparation.

TRANSLATION SECTION 801/66
Translated From: German: 5/9/66  By: JB:jn




Bundesministerium filr Finanzen

Zl. 308.830-158/66 TRANSLATED
MAY O 136
Yierte e sbericech LB.R.D.

tiber die Bsterreichische Indienhilfe zum 31. Mirz 1966

Ieil A
1. Zusagen (pledges): Das Bundesministerium fiir Finanzen
weiet nochmals darauf hin, daB die gesamten Hsterreichischen Zue
sagen (pledges) 17'85 Millionen Dollar betragen und ersucht, dies
im niichsten Viertel jahresbericht in einer FuBnote anzufiihren, wie
es bei der Zusage fiir 1964/65 im Bericht IND 66-1 geschehen ist.
geben uf tré OX¢ placed): Die Summe der bis
3. 12.1955 cotltigten Gasah&ttsahlehlﬂnlc bctrnc insgesamt
12'6 Millionen Dollar, davon entfallen auf den Usterreichischen
Indien-Kredit I (1961/63 pledges) 5 Millionen Doller und auf
Indien-Kredite II und III (1963/65 pledges) 7'6 Millionen Dollar,
Auf den Indien-Kredit IV (1965/66 pledges) sind bisher keine Auf-
triige v'rgabln worden.

: yursements): Die HBhe der Auszahlungen
im vierten Quartal 1965 betrug rd. 1,127.300 US-Dollar. Davon ent-
fallen rd. 20,800 US=Dollar auf den Indien-Kredit I, rd, 388,500
US~Dollar auf den Indien-Kredit II und rd. 718.000 US-Dollar auf
den Indien-Kredit III, Auf den Indien~Kredit IV konnten, da bisher
keine Auftriige vergeben wurden, keine Auszahlungen vorgenommen
werden.

Zeil B

Im Berichtszeitraum wurden keine weiteren Abkommen abge-
schlossen.

Zeil ©
ZusHtzliche Projekte stehen nicht in Vorbereitung.
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(U.S.2 Million)

4, Frandée

A ’ Amount for “Value of Amount
Members Pledges which agre- orders. disbursed
ok = *‘ements have placed, -
ro been sirned. .
TOTAL, ALL CLEDGES 4
1061~62/1565-66, 5472.0 4537, 7 3780,3 2939, 5
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6. Italy 17040 170,08 69,9 24,5
7. Japan 290.0 290.,0 25048 166.3
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9. United Kingdom  518.0 , 504.0 479.5 356.0
10,United States  2285.0 1720,7 1517, 1248,
DLF/AID '~ N T528.7 - 1351.9 ;Igs.l
EXIM NA 1S€40 165,2 . 120.9
11,IBRD & IDA 1185,0 888, 6 68340 5.4
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%, Austria 5.0 e 540 4,7
A0 BeJ_gJ.uIIl 1000 l0.0 : 1040 7.3
K 60.0 60.0 4500 38.2
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2, Belgium =
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l.Austria
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-2

364.0 . 363.9
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866s0 - 266,0
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857,4 857.7
122,6 -
96 6 -
45040 45040
200.0 200'0
250.0 25040
1052, 986, 1
7.0 740
.l0.0 lO-O
30.5 23. 5
2040 2040
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ll.o . 11.0o At
GS;QI 65.,0° -
84,0 84,0
435.,0 3775
A 320, 2
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285.0
105 TP 103.6

l.Q Q/ 062 .
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38,9
105.0

K175 4

264.0

915.8

82047

 956a1
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2

104. 7

72
209.3

7608
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{ebers Pledges Amount for Value of Amount
which agrew orders disbursed,
8ments have placed
been signed, :
i 2 3 ' - 5
4, France . 8040 20,0 ..+ 1340 _—
5. Germany = 95.0 - . 95.0 S0l g8 25.3
G Italy 3600 . 3660 ¥ . e u
7. Japan 60.0 .0 % 151
s Netherlands 110 ll.O L0 He b
9, United Kingdom 84.0 84.0 734 42,6
10.United States 435,9 3 ' 335.6 238,3 - 142,5
DLF/AID <4 30048 212,686 124,2
EXIM NA G L 308 Hh Svina 18,3
11.IBRD & IDA 245,0 95,0 93,1 82,3
IBRD 105.0 = - :
IDA 14Q 07 . _95.0_ 93. 1 82,3
SUBTOTAL 1965/66 . .
Pledges 1027,0 459, 8 185,3 : - 97,8
l-AU.StI‘ia 5.0 5.0 2-0 -
- 2.Belgium 4.0 . 4.0 - -
3e Caliada 41,0 _ 14.6 n ll s ©6e 5
4,France 2040 0. i -
8 G’ermany 8640 8549 _ 23.4 23.4
6.1taly 3640 36.0 - -
7.Japan 6040 6040 26.9 4.3
8.Netherlands 11.0 11,0 5.4 -
9.,United Kingdom 84.0 7040 59,8 43.2
10.United States 43540 53,3 559 S5¢9
DLF/AID NA 5040 559 e
EXIM . NA DS - -
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11, IBRD & IDA  245,0  1200.0  50.0. 15,6
IBRD . .. 105,0 - - -
e T T R4 124040 50.0 15.6

3K 3 oK oK ok e ok ok

A : s .

a/ The pledge is for £ 0,85 milliion, | :
# 1l million is shown as rounded figure,
since it is also being shown by IBRD in
consofritum press releases,

« - Dummary concluded

s

(For details please see‘enclosed statement,)



DETAILS OF CONSORTIUM ASSISTANCE VATUE OF ORDERS PLAGED AND-
AMOTNTS DISBURSED UNDIR VARIOUS AID AGREZMENTS AS OF 31-3-6g

(U.S, 8 Million).

e R J Amount of § Orders  § Disbursement
RERENL 3 LSl ) Agreement § placed
S et ot e X a Q 3 X __4
GRAND TOTAL: 4537, 7 37804 3 2929, 5
_TQT 2DGE 2337,8 22014 1035, &
AUSIRIA - Sub-total 5.0 5.0 4.7
Credit for Cypital goods 5.0 5.0 4,7
BELGIUM  Sub-total ' 10,0 1049 23
+ ‘Supplier's. eredits 10,0 10,0 7.3 (D)
CANADA  Sub-total 58,8 - - 58,4 . 5_3_,!}
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Rana Pratap Sagar Hydro- ' R
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FRANCE sub-totagl _ m 45,9 ;’:_8,_2
First Cfedit for T'hird Plan 30,0 :
; Second Credif for Third Plan 20,0 e 3%2 We

1,7, Cs Gredit
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Non-ferrous. Metgls 20, 0 20,0 20;,&
Bandel Power ¥ T R 37. 4 33;1
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" D, C. M, Rayon‘Tire Cord- 9 8 oy RO | -
Nepco Bavel Gear = 2.3 2.3 - 2,3
TELCO I : . 13,7 13, 6 18,8
Hindustan Motors & 15.8 15,8 14,7
Non-Project Loan II . 240, 0 239, 9
Delhi Theniall Power : 16,0 13,0 - 6.0
Satpura Thermal Power 25,1 18, 2 11,5
Ramggundam Power - 8. 4 5.I 4 | - L6,
Ghandrapura Thermal Pover IT 16,0 129 bal 78
Railways V = . ame9 16,9 13,6
Gentral Ropeways’ & - 7.6 ORI &
Dugda Coal Washery e SR N N
WORLD BANK - Sub-total - 9000 (o) TEEA Wab o267
Private Sector Cogl 29,3 4¥VC 20¢1 28._3
Caleutta Port II 21,0 20,0 9.9
1ISCO ITT 5 19.5 7.9 LN
Railway, VI : 50.0 50,0 5040

Contd. ss s sent p/S. II".IU‘I o



o B
(€D) (2) 3)
ICICI IV 20,0 18,4
ICIcI Vv 30,0 24, 24
ICICI VI 3044 (80.0) 1,5 £
ID4 - Sub-total 28,0 s 235, 4
Roads 60,0 60,0 g
U.P. Tubewells 8.0 6.0 g
Shetrunji Irrigation 4,5 458 {
Salgndi Irrigation 8. D 6.1 g
Punjab Drainage 10, 0 10,0 g
D,V.C. IV 18,5 18,5
i Sone Irriggtion 150 : '14,.(') g
Purng Irriggtion 13,0 12,5 g
Koynag II [} 17.5 .12.6 g
‘Bombay Port : 18,0 1. 7.
Telecommunications I 42.6; 42.0”
Railways VI 17.5 17,6
Kothagudam Power 20,0 20,0 g
SUB-TOTAL 1963/64 PLEDGES 986, 1 831, 4
AUSTRI4  Sub-total 7,0 6.7
Credit for Cgpital goods 7.0 6, 7
BELGIUM . Sub-total e 10,0 5,2
Suppliers! Credit 10,0 5.2
CANADA  Sub-total gng?{ 16,9
LOANS Kotgh Hydro Eleetrie
Project | 7e 4 54 3
SRS 16,1 116

Rt
P

Gontd...;Pc T. O.oo-p/G

2

16,6
16,8
0.4

186, 1
51,7
6.0
3, 4
1.6
9, 4
12,0
11,6
9.4
11.0
24

- 35,6
17,5
13,5

-

573, 9

L3
e

o
'1;,9{

0.9
11,0



(1 | {2) (3 (4)
FRANCE  Sub-totagl ' 2.0 20,0 5,6
isd Croah #or 111 F1 20,0 20,0 5,6
GERMANY  Sub-total s 99.5. 86.2 45.1
DM 61,4 Mil. dredit for * S
Rourkela Refinagncing o 15, 4 15,4 h 15,4 _
DM 40 Mil, for commodities 10,0 10,0 -' 0.3 ?:
DM 40 Mil, for- selected ' *- ) ¥
cont inuing Pro;]ects I . 10,0 8,6 5.2 f‘a
DM €0 Mii, for Alloy - - = {
Steel Plant - ; 15,0 12,2 2.4 ; ’
DM 14 Mil, for:Rourkels ° - . | -
EXpanSlon ‘ y 3.5 1 98 . - j2 -
DM 23,5 Mil for commodlties 5.9 i R a4
DM 28,1 Mil for down e !
Payment for shidps , 7.0 7.0 T
B y {
DM 10 mil for ICICI - 2.5 O B1i0% "Ci0ss §
DS M for B, 1.0 » 0 @ 1.2 ¥t Hitimaoeled 3
;
DM. 116 Mil. Suppliers! eredit o '?'
for Purchase of‘ ships 29,0 29, 0 e s 1
ITALY  Sub-total - 4o . - ats e
- " & : j
Suppliers' Credit : . 45,0 31.0 j vy s kAN
JAPAN Seb-total o B Gle'i. il mall’ . 1
Third Yen Gredit : L Vi iRm0
(23,4 .billion)* 6540 61,7 44 2. -
NETHERLANDS ' Sub-totgl - ) 11,0 By - :
General Purposé Credit 7.2 - 7.2 S v
Financial (Export) Credit = 3.8 B8 oebe dedoR
UNITED KINGDON - Sub-total X 840 BZS - TNy
St eel 1953 N 9. 8 9, 8 PRl s
Gan-eral e8> M g 28, 0 28, 0

\\. & e 5 CODtd..-.....p/?---.-..




(L),
Kipping Loan, 1963
General, 1964
Bhopg l 1964

FPirst- UK- Indig (Five
Year Plan) :

UNITED STATES - Sub-total

1+ B.RJD,

Exim Bank - Sub-total

Coromgndel Fertilizers
Exim Credit 1V
Mysore Acetate % Chemicgls

§§ﬁm&8€'&f & Plawtlbo

Targpore Atomic Power
Non-Project Loan III

Trombay Fertilizer II

Nationgl Englneerlng
Industrles

- SharaVathl Hydro

Electric Projeect III :

Sub-totgl

Power Transmission Schemes
Kothagudam Power

I CU Io LS. It s VI

Sub-totgl
Railuays VIT
Industrisl Imports I

L&) §32
¥, 2 0.3
14,0 14,0

AT,
1460 . e s

377,85 357,0
573 444
27.0 . o1, 6
25,0 20, 7

2,1 2.1

397:2 . 3196
80,0 758

295, 0 225, 0

.8 Geodl g

4y 3 gl
3.1 1.8
..3:...0..@'._.6. _]_-_:_?_’o_‘ﬂ:
70,0 | o
. 1400 '13.4
19, 6 -
(50,0 e) -

. ..1_40...._.__' O _];_AJQ [ O

E{)l o 50- O
90,0 90,0

. A4)
eI
14,0
% g

248.7
14.5
e S S
S s
o
2342
. 29,5
198, 7

Ge O -

D,
99, 5



-
: (U, S.‘S Million)

L~reemant Lmount of Orders Dlabursement
L "recment pnlaced

‘”B;TOTAL 1964/65 PLEDGES

(5% 0 56242 321.7"
Lystr;g— Submtétal 0s9. 0.9 0+9
For Capltal godds and ' '
Commodities. {.§ 049 0.9 o
Canada- Sub-total = 1645 12.1 9,4
2.50Bgens ' _
€andu 4tomic Fower E )
PI’OJGCT: O 6 ‘_K/ 006 006
" orahts ‘3 o 18,9 115 8:8
Frangé- Submtotal | = 20,0- 13,0 - “o
' Fourth Credit
Lor Third .
=l an % 20.0' : lSlO -
GermonymSub-total 95,0 . 63.2 25,3
DH 90 Mil. for
Rourkela repays= :
ments 28¢5 o ot BRBRE 22.5
DM 55 Mil. for : o S '
Commodities | 12,8 - 2¢0 it Sl
DM 40 Mil, for. 10.0 A/ 10.0 ”
@ Neyveli financing conti- o
minig nuing Progects II S :
scheme, DM 10 Mil, for @ 2,5 TR 1.6
DM 6.4 Mil for 1.6 S 0e2
Sawang Coal
Washery
MM 13 Mile for °
MISL Electric
faI‘C! ‘F\umace e [ 25 002
Railways

DM 7.25 Mil, for
Telco Lol P o



O

Agreement ~ hmount of Orders Disbursement
Loreement placed
8 DaM, 5,35, M1, ToF other , 1.3 B . .w -
projects.
}.‘I 15 i"lil. fOI‘ I--F.C. 3.8 O.él -
N TR g s O S 8- “ -
DM 5 Mil, for N.S,I.C. 142 - -

DM 82 Mil suppliers!?
credit for ships 2045 2045 -

D 28 Mil, LJuppliers‘
credit for items other

than ships., 7.0 B -
ITLLY - Sub ~total e e - g OOEL R LREeY

Suppliers Credit I - 36.0 P i -
JLPIN=-  Sub-total . 60.0 57.2 - 13.1

Pourfh Yen Credit 6040 57.2 13,1

S billion) . o o
NETHEﬂLLND ~Sub Total 11l.0 11,0 S5e 6

general purpose credit %2 - S B

Financial (Export)" v 3.8 3.8 &
UNITED KINGDOMw Sub-total - 84,0 7854 R 8

" Second Uk-Indla (ueneral)
Credit, la64 28.0 28.0 28.0

Second dK-India (General) : ey LA
Credit 1964 (0il India) 442 34 -

Third ' UK-~India(Five Year

Plan) Credit,1964

(Capital goods for Private .
S@Cturl 4683 l.4 -

Fourth UK-India (Five

year Plan) Credit,l964

(Components for B20& '

Industries) 2.8 0.8 -



"=l

Fifth JK—Indiajgblve Year USRS < .
Plsn)Credit, 1964 _ -
(olngarani) - S Y R < 1 S

Sixth UKmIndia (blve Year
P..L",n) C dJ_L.r lf.)

(Turbinus .’ Eor Power ' e

Sedond UK~India (uhopal) : :
Credit,1964 546 4.8 Qu4
Lhird UKeIndia (General) 11,2 746 -

Credlt 1964 ( Kipping II)
First UKnIndla (Gener L)

bredlt 1965 - 14.0 L5 0) .13.0

UK~India(Five Year Plan) '

Credit, 1965 (54 1.4 Seigiy
United StatessSubmtotal 385, 6 238,83 142.5

Exim Bank Subetotal 34,8 25,7 Ladgls

Diessl Luocomstdwe

Works II : L0 17,0 15,3

Hlndustan Lluminium :

LIE 210 : 87 3.0
General Pulp Mills 6.8 ~ B
DLF/4IDmSubntotal 300.8 218,6~" 12458
Commodity Assistance e

Programme 1964/65

(I Tl‘anche.) 50.0 5000 4’-2u8 :
Railways VI ot _ 72 5.8
Teleo II ' 11,8 N L

Consultancy Services 2.0 » 40,8 0.2



wide o S
ISR W B > (UsS. g Million)
A Lzrecment ~dmount of - Orders e
Soe i hpreement  pnlaced Bisbursement,
. &¥C IIT. - 10.0 & LAY |
Hindustan Motors
. (Trucks) . 23,0 v -
Hindustan Motors -
(Shovels). z “3+0 0.3 043
Comnodity Assistance | o' 4
Rrogramme (IT Tranche)190.0 147,0 7L
Railways .VII © 3.8 oy -
L b, wSubmtotal e + 95,0 934l <7 g2i3
TelecommunicationsiiﬂSS.O b oo R -y ¥R
Railvays BIIT 62.0 62.0 " 6%0 .
SUB=TOTLL 1965/66 Pledses 359,8 18503 97,9
Lustrig~Substotal ‘- 5,0 gaye tice
Suppliers!Credit o B, S -
credit for capital 4e0 240 -
goods, “ \
U:LJJ.JGIUM- SU.bgtOtEll. ; x 4:90 - -
Supﬁliersi Credit %e0 Rk & -
CLlLDA Subatotal 14,6 11,9 6,5
Loans : -
Landu Ltomic Power
. PI‘OJeCt - 3.:0 K 3.0 300
Grg!lts . '11.6 8.9 3.5
FeNCBwSub-total : 20,0 - -
Fifth Credit for b
Third Plan, 20.0 - -



n12-

i Lgreement Lmount of  Orders Uisbursement
Lsoreement Placed
G‘LRJ.LJM nSU.b tOLal 85.9 28.4‘ 23.4 :
DM 03,6 Mil, for “ourkela -
Repayments 23.4 23.4h/ 23,4
- DM 60 Mil, for Commo-
dities 1540 - -
.- DM 40 Mil., for New
PI'OJeCtS 10503 - -
DM 20 l‘l.]..x.. for IFC 5.0 - -
Di4 20 Mil, for IGICI- 5.0 - -
DM 10 Mil. for NSIC 2.5 - -
D 100 Mil Suppliérs! '
" _Greditl . 25!0 e L
ITLLYw §ub-total - 3640 - -
Suppliers! Credit 36.0 - -
JLPLN e Sub ~Cotal 60.0 2642 4-.3
Fifth Yen Credit i N
(21,6 bllllon) 6040 < 2649 443
, ﬂbTHER.L. DS Sub.-total : 11,0 atory  » -
General Purpose Credit 7.2 Sek -
Financial (¥xport) - :
Credit, 3.8 - -
UNITED KIIGDOM=Sub ~total 70.0 59.8 4242
Second UKweIndia
(_General)Gre@it,lQESS 1%.0 14,0 14.0
UK—Indla(Ge,neral) Credit
1565 2840 2840 28.0
' Kipping Loan III 11.2 1.0 a2
U,K, India Food
Emérgency Loan 1966 16,8 M 16.8 -



Exim Bank=Sub=total 3e3 - -

Herdilla Chemicals
Ltd, 3.3 w

helsD, : 50,0 5.9 5.9

FeTtrliser Commodities Loan 8040 S5e¢ 9 5.9

IBHD = Subetotal - g -

Thi - Subetotal 100.0 80,0 - 186 |
Industrial Imports {ﬂloo.o 5040 15.6 *

a) Total amounts of lban in respect of certain I.B.R.D. Projects
have been corrected to reflect these adjustments as per %he workd
Bank report. ;

b) Estimated.

¢) Combind- for all the four French Credits for third Plan,

d) This takes into v : account the net amount after concellatian
of $5.9 million.

e) This loan is for a total amount of g5, Million. For reporting

purposes this is being split up into *wo amounts as per I.B,R,D,
report for 1961/63 and 1963/6%, ' '

f) Orders placed under this loan will be attributed to the 1961-63 pledges un
until it has been absorBied and then to the 1963/6% pledges,

g) Including that portion of the value of contracts awarded locally
which is reibursable from I.D..., on a percentage basis.

h) Notional,

1) PFinal Loan agreement with Kreditanstalt not yet signed,

i) Against suppliers credit for 63/6<,64/65 and 65/66

k) <he total amount of the project is $34.2 million but an amount of

B0s6 milliog will be adjusted against Canadian pledges for 1964/65
-and $3,0 million against pledges for 65/66 upto March 31,1966,



- s

b -

- P ’ wlA.ﬁ-

Lecording to the terms of the agreoment the amount disbursed
during the' year will be adjusted against eonsortium pledges
for that year, R ey

Reduced since laszt reported,‘an account of adjustment,

The total® amount of the losn signed on 11,2,66 is for £7.5 million
against which £ 6 million only 1s being counted against consortiung
With the: signing' of two agreements on 20th 4pril, 1966 for £ 5
million (814 Million) the entiire pledges commbtted by UK.

during the Third‘Plan have been received,

It e p————e



DETAILS OF CONSORTIUM ASSISTANCE VATUE OT ORDERS PLACED AND-
AMOTITTS DISBURSED UNDIR VARIOUS AID AGREZMENTS AS OF 31-3-6g

(U.S, 8 Million)

T T ke Amount of | Orders g Disbursement
PR 2. i s T ) Agreement @ placed
e i e 1 X ; '2,, 3 ! _4
GRAND TOTAL: 4537,7 - 37804 3 2029, 5
-TQT ZDGT 2337,8  2201,4 19350
AUSTRIA - Sub-total 5.0 5.0 47
Credit for Capital goods 5.0 5.0 4,7
TCTIT Sub-total . 10, 0_. 10,0 ; 7s 3
| Supplier's eredits 10,0 = 73 9/(b)
CANADA Sub-total 58, 8 g 58.4 . 53,9
LOANS Sub-total gu 4 i an 19,6
Rana Pratap Sagar Hydro- U e
electric Project - 764 %2 Be 7
Indian Aluminium o, ' i
¥ Expansion (I Loan) 0,9 0.9 8°
Diesel Locos for .-
Indign Rgilways P i ?.l %1
Binani Zinc Smelter 1.5 15 1.8
Indian aluminium Co, A 7
Expansion (II Loan) Q.8 A6 9.5
Wind Tunnel Project "3s 9 3.2 &5
Amco furngee for Durgapur 255 A 2
e Alloy Steel Project 138 1.8 9
GRANTS  sub-total 35, 4 354 88,5 "
FRANCE  sub-total . 66,0 45,0 38, 2
o First Credit for Third Plan = 3Q,0 e’
Second Gredit for Third Plan 20,0 T iR
1.7, Co- Gredit O~ 10,0 - g

- PR

CDntd; sanse .sP._t.Q.




&, eTgho, GIa 8OIFAL. Gl

JRGNY  “sab-total CR LT mER g
{L edits DM 830 DM 100 and)

“PM 170 Millicn in 1961 . ) 171.3
plus DM 85 and DM 100", . ) ,
~¥i1lion in 1962 )
SBM 56 11, Credlt Fof
° Rourkela Services 7, 14,0
. D™ 107 Mil, *Credit for -
~.eProjects - - 26, 8
DM 75 Mil. Credit for""
i Commoditlps 18 8
DM 20 Mil for ICICT 5,0
DM 25 Mil ¥or I.F.C... | B 2
“« DM 5 Mil, for N.S.I.C. 1.3
.. DM 82 Mil, credit for
infrastructure Projects 20,5
DM 400 Mil, credif for
~ Rourkela ‘Expansion . 100.0°
ITALY sub-totai e 53.8
-® ENI Credit for Petroleun 5
PrOJects S A
. Mont ecatini Credit for
**°  Madrasn pluminium 8. 8
"JaPAN  Sub-tofal e 1050
4% 34,2 billion yen Gredlt A
for Capital goods 95,0
-+ ., Suppliers' Credit for
Textile Machinery 10,0
NETHERLANDS - Sub-total 11.0
General Purpose Credit e 2
Pingneial (Export) Credit 3.8
UNITED KINGDON - Sub-total- 2660

UK Indis (FYP) Credit 1961 84,0

[
b B

5
3
5

1758 L A8
17 SRR R - . 8
26, 8 26. 8

18 W VNI 808

9P 4,9
P it
20, 5 20,5

100.0 69. 6
38,9 24,5
- i %
L e

10" el
5,0 . 04,7
lo.o-. ' : 1000
1L.0 7.2
7 3 %2
3.8 -

264, 0 209. 3
84,0 O

COﬂtd-u...-p/B....



e
PG

N ol N e
Uk--Indig (Generad Credits -.: :
1961.(1st % 2nd) *) ' ... 42,0 42,0 42,0
" 1st WK-India (General) i L
Credit, 1962 - . pELD 28,0~ - 21,9
UK~ ‘I‘I;ldla (Durgapur EXpans:Lon) A ] (=
Credit 1962 T 61,6 F isg
Uk-Indis (FYP)’ Credit 1962 36, 4 34,4 7 20.6
‘2nd UK-India (GenJal) : s S
Credit 1962 - . 14,0 e 14,0
UNITED STATES - Sub-tobal R 1848.9
 Exinm Bark -.sub-total® 96,6 951 . 881
_dir Indle I~ g 41 i, ko TR
."‘»;QI‘ifant Paper Mills * ° 18, 5 Y& 5 ‘e ._ " da.5
s . pir Indid II 8, 1 B O R
. East India Hotels ' - o7 TiRet Wt g g
_ Exim Crodit IIT for pa . i
' capital goods o g S50 BN R e
-.:" Union_ Carbidc : PP o B8y 6, 4
o Dg_esel Locomot ive Works I 19.0 19,0 " 399
HnAust e n iR T Ll oy 4.6
- Bhara.t Forge .’ 3.9 g 3.0
% Vi Indlan Rayon Corporation 4.7 W Stk ..
DLF/AID - Sub—t0t31 8577 . 82,7 760. 8
IuICI o 5.0-._,_ﬁ.' 4y 4« 3.5
R s S B T T
‘Talcher Power 33,0, 386 . L7
Shargvathi-Power II 18,4 15.6 12, 3
‘Birsinghpur Power 8.,4- 3 - 8 4 5 2
Promier Automobiles I 7. 2 A T2 %

Contdll.lopnT.O-c.l'p/éilvio



W, L M [

‘Non~ferrous Metals * = 20,0 20,0 SOL D

Bandel Power . : 38,0 37, 4 83,1,
Caubay Power 33,6 33,0 31,9
ion~Pro ject Toah T 200,0 20000 - 199,7
patherdih Coal Washery Wi (e 8.6
aprth Railway Loan 43,0 43,0 40,7
' Pamba-Kakki Power | __ 20, 2 17,1 | 17. 2

B0 I s | 20,0 o S i - 7y o

* Premier Automobiles .II 2.0 0 2.9 .

~ Trombay Power : - 17: 9 17: 2 16,4
D. C. M. Rayon Tire Co:;*d 9. 8 7 8 7B
v Nepco Bavel Gear ‘ 2.3 2.3 2, O
L G ‘ 13,7 13,6 .. 13.8
Hindustan Motors - 15.8 15,8 14,7
Non-Project Loan IT 240, 0 240,0 239,9
Delhi Themial: Power i go ot EEge 6.0
Satpura Thermal Power 25,1 18, 2 11.5
Ramagundgm Power 84 4 54 1.6
Ghandrapura Therml Power IT 16,0 Yap Jolich %8
Rallvays ~ V : 15, 9 PACELERE R
Central. Ropeways - ¥ < Te 5 e T
 Dugda Coal vashery Sk 51 B s
WORLD BANK - Sub-total 200.,05(a) 151, 15(aY 1267
PriVaté é‘:ector Coal 293 4UF, 29, 1 d 28, 3
Caleutta Port IT° 21,0 20,0 Y N

Lt o v A AN 1 &7
- Railway VI 50.0 50,0 5040

Contd.oo¢o..0.nqp/5.aooc



- 5 -

(L) 2 2 {4
5 A 20,0 18, 4 16,6
I0ICI ¥ : 3¢, 0 2hie; 16,8
IcIer Wt 30,4(80,0) 1,58 = 0,4-
gd/ it =
ID4 - Sub-totgl . .28, 0 235, 4 . 186,1
Rogds éoo 0 60, 0 & {/ . Bke7
. U.P. Tubewells 6,0 6.0 g ¥/ 6.0
Shetrunji Trrigation 4,5 45 85 . B4
*8alandd terigation 8. 6l g5y 1.6
Punjab Drainage 10,0° 10,0 g¥ N
IVt TV : B " 18,8 . 2RO
" Sone Irrigation e 150 14.0,;5_35 6
"Purna Irrigation ' 13,0 12,6 &= ?.4
Koyng II - 17.5 12,6 g5/ ~11.0
Bombgy Port L 18,0 N 5 150, O 54
s 5 \
Telecommunicstions 3 42, 0 42,0 | 35,6
Railways VIT 7.5 17,5 17,5
SUB-TOTAL 1963/64 PLJE_QGE_S ; 986, 1 831, 4 L 578,90 N
AUSTRI 2 Sub-total ' 7.0 ;@,_7 : 1 3
Credit for Capital goods. - R e B
BELGIUM Sub—total "‘]_o 0 : §.L.2.. g._@- ;
Suppliers' Gredit ' 1850 5,2 i 5
CANADA  Sub-total . T gaagTas 11,9
LO4NS Kotgh Hydro Bleetrio
Project - " 5. 3 ey
L AR 1641 Welior *.canel

|
|
B & . Contd..f.P. T. 0....p)6..-- i



FRANCE

GERMANY

S——— o —

~

(&H)
Sub-totagl

Third Credit for III Plan

Sub-totél

DM 6l.4 Mil, credit for
Rourkela Refinancing

DM 40 Mil., for commg@ities

"DM 40 Mil, for selected

continuing Projects T

DM €0 Mil, for alloy
Steel Plant

* DM 14 Mil, for Rourkels

EXpansion

. ~DM 23,5 Mil for comiodities

~

DM 28,1 Mil for down

¢ payment fPr ships

" «'DM 10 mil for ICICT -

ITALY

JAPAN

+DM 116 Mil. Sup

pliers' credit

for Purchase of ships’

_ Sub-total

Suppliers! Credit

Sulb-total :

Third Yen Credit
+£23,4 billion)

_NETHERLANDS - Sub-total

GEneral Purpose Credit -, .
Financial (Export) Credit
UNITED KINGDON - Sub-totgl

Steel, 1953

Geferal, 1963

(2)

2.0
20,0
99, 5

15,4
10,0

10,0

15.0
8K
5.9

7.0
2e 5
1.2

29,0

65,0
11,0
7.2
3. 8
84,0

9 8
28,0

ciDe B

3)
20,0
20. 0
86,8 -

15.4 ¥/4/

lo. O

122

8e:58

G

0.5
29,0
31,0

31,0 U/

61,7

1.0

e
s 7

82, 3

28,0

-~

.70
0. 5

44, 2
7s.8

61,9

o —

e

28, 0

Contd........p/7...-.-.



.

(L),
Kipping Loan, 1963
General, 1964
Bhopal, 1964

First UK-Indig (Five
YeaI‘ Plany il

UNITED STATES - Sub-totgl

LiB.B. D,

Exim Bank - Sub-total

Coromgndel fertilizers
BExim Credit TV
Mysore Acetate % Chemicgls

§esMigads & Plastics

Targpore jptomie Power
Non-Project Logn III

Trombay Fertilizer II

Nationgl Enblneerlng
Industries

Sharavathi Hydro -
Electric Projeet III

Sub-totgl

Power Transmission Schemes
Kothagudam_Power

S S N |

Sub-total
Rallways VII

Industrisl Imports I

%'O

234, 2
L9, 5
198, 7

6.0

189,85

. 80,0

89,5

£2) 3)
i i 95 L
14,0 14,0
Y. 20
14,0 12,3
377.5 357.0
57.3 44.4

27.0 21, 6 Y

2, 1 R
372 8156
80,0 .75, 8
225, 0 225, 0
7.8 7. 6
4,3 3,0
g o I
103.6 13. 4

70,0 »
14,0 13.4

19. 6 -, FE =

(50,0 %léﬁ

140.0 140,0
50,0 504 0
90,0



@B o il
(U,S. 8 Million)

lLgreement_Jmount .of « Orders Disbursement

Lrreement nlaced

SUB=TOTLL '1964/65 PLEDGES

] g 7 O 1 A 8817
fustrige Sub-total 0:9 G 0.9 w0 Qe
‘I For Capital godds and A
Commodities. gh§-0.7 0.9 : 0.9 Q.
Canada- - Sub-total + 16,5 12,1 9,4

W o
€andu Atomic Fower

PrOjeCt.-.‘ 0'6 th 006 DA6
Grants 15.9 f@/ 1l.5 8.8
Erange- Sub-total 2030 . 18,0 -
“Fourth Credit
for Third
Plan "R E0640 : 13.Q -
Germany~Sub-total 95,0 . .'! 63,2 2543 \
DM 90 Mil. for
Rourkela repays' '
ments . d2yb . 22.53%&31 22.5
DM 85 Mil, for s - F
Commodities 12,8 2.0 -
DM 40 Mil, for 10.0 /.&f 10.0 -
@ Neyveli financing conti- ~/
minig nuing Projects II
scheme, DM 10 Mil., for @ 2.5 25 1:8
DM 6.4 Mil for 1l.6 1.6 0«2
Sawang Coal '
Washery
MM 13 Mil, for
MISL Electric “
Arec Furnace 3.3 2.5 0.2
DM 18 Mil for 4.5 0.8 Oe ¢

Railways

DM 7.25 Mil, for
Telco 108 o -
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Agreement Amount of  Orders Disbursement
e 3 LgTreemertt placed
% DJM.5,35 Mil, for other = 1.3 Q%Zé/ A -
projects. 5
DM 15 Mil.for I.F.C, 38 = Ded 0 -
DM EMBIy L0 101,01 L2 - i o ”

DN. i }.“ﬁ_l. fOI‘ I\In;‘i.I.CI llz VEE .. -

DM 82 Mil]l suppliers!? s
credit for ships 20.5 205 e

Di4 28 Mil, Suppliers!
credit for items other ' ke :
than ships. 7.0 Ded -

ITLLY - Sub ~total 280" - - -
Suppliers Credit 3640 - ; IR
J4PLN- - Sub-total © 6040 57.2 13,1
Fourth Yen Credit " 6040 §2:8 5 . ragl
(21,6 billion) .
NETHERLANDS _pub Total i > Gy 11.0 546
general purpose credit 7.2 72 5.6
Financial (Export) St 3.8 Lo
UNITED KLNGDObi Sub-total 84,0 238 ABPE 1
Second UK-India (ueneral)
Credit,1964 28,0 28.0 2840
Second UK_India (General)
Crodit 1964 (0il India) 4.2 3.4 ._

Third UK-India(Five Year
. Plan) Credit,l964

(Capital goods for Private _

sectorl ] élqs ; 1.4 -

Fourth UK-~India (Five

year Plan) Credit,l964

(Components for B.0& _

Industries) 28 0.8 -



B f ¢ I

B Eth UK-India (Five Year
Plan)Credit, 1964 T
(o+nﬂaran1) S

Sixth Uﬁ-Indla (Five Yegr:
Plsn) Cr dlb 1964

(Turbines : . Por Pover

station) 8.0

Second UKeIndia (Bhopal)
_Credit,1964 5.6

'Third.UKnIndla (Genorul) Bl 2

- Credit,1964 ( Kij ping II)-

. First UKeIndia (General)

Credit,1965 : 14,0
UKnIHdlatFlVG Year: Plan)
Credlt 1965 l.4
United State§=0ub-total 335, 8
§ Bl Bank Sub~total 34.3
Diesgel hocowoolvb
Works 24 170
Hindustan Lluminium 1
X1z 110
_General Pulp'Mills 68
DLF/hID_bubuLotal : 300.8
Commodity Lssistance T
Programme 1964/65 ¥
(I Tranche) : 50,0
Railways VI ¢ L e
Telco I “ 1l 8

Consultancy Services ‘240

2.0

4.8
7.6

3040
742
7e9
0.2
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wlles "
y, 3 tU0AT: B Million)
e g Lgrecment Lmount of Orders By i ;
e Lrreement . nlaced Lsbursement.,
PG LT - o k) o O ~ - ,
Hindustan Motors
(Trucks) . 23,0 x o
Hindustan Motors
(ShOVe.lS) 3.0 0e3 0.3
Comnodity Assistance '
Programme (II Tranche)190.0 . 147,0 714
Railways VII 3.8 - -
I,.D; A =Sub=total | 95,0 93{1  82.3
Telecommunicationsﬂ%ﬁBS.O ' a1 2043
Railways BIII 62,0 6240 6260
pUB=TOTLL 1965/66 Pledges 859,8 185,3 97.9
wﬂﬂsub-totﬂ 5.0 . 240 -
Suppiiers‘Credit 1.0 o, -
credit for capital 440 240 -
goods, - '
BuLGIUN SU.b- t Oqtal 49 0 - b
Suppliers! Credit 4,0 - -
CLNLDA Subetotal 14.6 11.9 64 5
Loans
Candu Ltomie Power :
Project 3s0 Kb/ 340 3.0
Grants 11,6 8¢9 B>
FAANCEemByub-total 20,0 - o
Fifth Credit for
20.0 - -

‘hird Plan



Loreement® Lmount of Orders Uisbursement
4Lupreement Placed :

QQBQﬁﬂ_ Y ~Bub-total i ORe. 0 0 pEya T anX
DM 93, 6 Mil, for Hourkela, 2
Repayments 23,4 23.44)/ 23.4

0

DM 60 Mil. for Commoe _

dities - % 1540 - -
DM 40 Mil., for New & 33 -

Projects . 10.0 £4, - -
DM 20 Mil. for IFC b80 " ok
DM 20 Mil, ‘for ICICI 5.0 - -
DM 10 Mil, for NSIC 2.5 i
D 100 Mil buppllcrs’ :

Credit.. 2540 - -

IT.LLY~ Subefotal - 3640 - o

suppliers! Credit 1% - -

JAPLN = . Sub wtotak .0 26,9 4.3

Fifth.Yen Credit kit oy
(21..6 billion) 6040 2649 4e3
NETHERL/NDS~ Sub~total 11,0 - ek
General Purpose Credit 7.2 Sek -
Financial (& X?Ort) .
bredlt, 38 - -
UNLITED KIJQDOMHSubNutotal g 70 0 . 59.8 4242 -
Seconq UKeIndia s iy
(General)Credit, 1365 1%.0 14,0 14,0
UK~India(General)Credit
1965 28.0. 28,0 * 2830
Kipping Loan III ., 1.0 . 00

U.K., Irdia Food il
Emérgency ..Loan 1966 16.,84/M  16.8 ~
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UNITED ST..TESwSubwtotal 53,3

E 53,3 502 5.9
Exim Banl-Subetotal 8,3 A -
Herdilla Chemicals :
Ltd, - 3e3 - -
E%%%giiser Commodities Loan ggﬁ? 55?9 g%?%
L850 - Submtotal " e o
LD = Sub=total 100,90 - 80,0 15,6
Industrial Imports I7100.0 50,0 15,6

B0e6 milliog will be adjusted against

Total emounts of loan in respect of certain I.B.R.D, Proigcts
have been corrected to reflect these adjustments ag per whe world
Bank report,

Estimated,

Combind for all the four French Credits for third Planr

This takes iﬁto + . account the net amount alter concellatian
of £5.9 million, - _

This loan is for a totdl amount of B5, Million., For
purposes .this is being split up into
report for 196L/G3 and 1963/6:%,

reporting
two amounts as per I8 R.D,

Orders placed under this loan will be attributed to the 1961
until it has been absorfed and then to the 1963/64 pledges,

Including that portion of the val

_ ue of contracts awarded locally
which is reibursable from I.D.... on a percentage basis.,

Notional,
Final Loan agreement with Kreditanstalt not yet signed,

wgainst suppliers credit for 63/62,64/65 and 65/66

the total amount of the project is $34.2 miliion but an amount of
Canadian pledges for 196:/65
and 23,0 million against pledges for 65/66 upto March 31,1966,

63 pledges
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Lecording to the ternms of the agreement the amount disbursed
during the year will ‘be adjusted against eonsortium pledges
for that year, - ;

Reduced since last reported, an account of adjustment,

The total amount of the loan signed on 11.2.66 is for £7.5 million
against which £ 6 million only is being counted against consortium®
With the signing of two agreements on 20th 4+pril, 1966 for-£75,
milljion (814 Million) the ‘entt.re pledges commbtteq by U.K.

during the Third Plan have been received,




y__

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

DECLASSIFIED
AUG 27 2013
WBG ARCHIVES

FROM: The Secretary

CONFIDENTIAL

IND 66-3

March 31, 1966

Attached is a background note entitled "India's Request for

Deferment of 1966/67 Debt Service Payments", for use at the meeting

to be held in the Bank's Board Room at 3:00 p.m, on Tuesday,

April 5, 1966.

Distribution:

Executive Directors for:

Austria
Belgium
Canada
France
Germany

Embassy of Japan

Italy

Japan
Netherlands
United Kingdom
United States

Managing Director, IMF

Chairman, India Consortium
Director, South Asia Department

For information:

President

President's Council

Executive Vice President (IFC)
Executive Director for India
Department Heads (Other)
Resident Representative, India



DECLASSIFIED
AUG 2 7 2013 CONFIDENTIAL

WBG ARCHIVES

INDIA'S REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

FURTHER BACKGROUND NOTE

1. The February 17 meeting in response to India's request for defer-
ment of 1966/67 debt service payments adjourned with the request that the
Bank obtain from the Government of India additional information with respect
to the following subjects:

(a) 1India's immediate balance of payments outlook
(b) The role of defense expenditure

(¢) India's plans with respect to debt payments due to the
East Bloc.

The Govermnment of India has provided information on all these matters;
this is summarized in the following paragraphs.

2s As indicated in Table 1 attached, the Govermment of India anti-
cipates that in the year 1966/67, on the basis of all existing aid commit-
ments, including the recently authorized drawing of $187.5 million from

the IMF and the recent US non-project loan of $100 million, there will be
available for use a total of approximately $3 billion of foreign exchange
resources. After deducting: (a) payments which must be made on account

of licenses issued in earlier periods; (b) net payments on account of in-
visibles and private capital movements; (c) freight payments on PL L80
food shipments plus payments for other food imports; (d) debt service;

and (e) imports financed by project-tied aid, the balance available to pay
for other imports in the year will be approximately $500 million. This is
approximately $200 million less than the corresponding figure for 196L/65
and $75 million less than the corresponding figure in 1965/66 (see Table 2}

3. With these resources in hand, the Government of India states, it
would not be in a position in 1966/67 to license other imports (maintenance
imports plus very minor amounts for capacity expansion) of more than

$750 million (Tables 3 and L). This figure compares with almost $1900
million of such imports licensed in 196L/65, and $1350 million of such imports
licensed in 1965/66. As is evident from Table L, the effects of such a
restricted import licensing program would be severe. They would be ex-
perienced in the form of a constricted flow of imports of production materials
in the year 1966/67 and even more in the following year. The licensing of



maintenance imports alone (excluding the very minor amounts of capacity-
expanding imports not financed by project-tied aid) would be cut to
approximately $650 million as compared with almost twice that figure
($1268 milliion) in 1965/66 and more than $1600 million in 196L/€5.

b It should be noted (see Table 3) that in each of the preceding

years, and especizlly in 1964/65, a much larger import licensing program
was undertaken even though the resources available for import payments in
each of those years were only moderately higher than those available at

this time for use in 1966/67. The difference lies in the extent to which
the Government of lndia was prepared to issue licenses within the year in
the expectation that payments would be required only in subsequent years.
A number of factors explain the difference. These include the following:

(2) The 1lecss of approximately $150 million of foreign exchange
reserves in 196L/65 was in some part the result of the
relatively large 196L/65 licensing program. In 1965/66 there
was no change in reserves but a net drawing of $25 miliion
on the IMF was necessary. The resources available for 1966/67
already include a net drawing on the IMF in that year of
$137 million {the $187.5 drawing just authorized by the IMF
less $50 million due to IMF in July 1966); furthermore, as
of mid-March foreign exchange reserves were only $550 million.
In these circumstances, the Govermment of India is not prepared
to take the risk involved in licensing imports substantially
beyond resources in hand.

(b) A very substantial part of the licenses issued during 196L/65
and 1965/66 was issued only in the latter part of each of the
two years with the result that a major part of the payments
pursuant to those licenses came due only in the succeeding
years rather than in the year in which the licenses were
issued. In 1966/67, particularly in view of the reduced
licensing of 1965/66 which will constrict the flow of main-
tenance imports in 1966/67, the GOI believes it necessary
to license as large a volume of imports as possible early in
the year. It believes also that licensees are likely to place
orders quickly. The result will be that a much larger
proportion of the licenses issued will result in deliveries
and the necessity of payments within the 1966/67 year.

(¢) In 1964/65, the GOI counted on new and hopefully larger none-
project aid commitments becoming available in subsequent years.
At this time, the GOI does not feel in a position to count on
such subsequent commitments and cannot take the risk of
issuing licenses to be paid ultimately out of resources not
yet in hand.

(d) Given a restricted licensing program, a larger proportion of
the total must be for so-called "bulk" commodities, such as
petroleum and fertilizer, which involve relatively quick
delivery and payment.
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5. The GOI has itself projected an import program which would permit
(see Table i) the licensing of more than $2.1 million of maintenance
imports in the entire year 1966/67. It estimates that it could undertake
such a program if it were to receive new aid usable for non-project
imports and disbursable in the amount of $418 million during the year.
With these additional resources, the prospect of further non-project

aid commitments in subsequent years, and with licensing spread through-
out the year rather than concentrated in its first months, the GOI be-
lieves that it could license on the assumption that very substantial
amounts would be payable only in subsequent years. The projected and
desired increase of more than $500 million in maintenance import licenses
above the 196L/65 level reflects, according to the GOI, the expanded
industrial base, an increase of more than $100 million in fertilizer re-
quirements, and the desire to permit fuller utilization of existing
manufacturing capacity.

6. This GOI program is consistent with the GOI balance of payments
forecast presented in Table 5. (This forecast was also presented to the
IMF in connection with the request to the IMF for a drawing of $187.5
million.) It is difficult to predict how this balance of payments fore-
cast would be altered if, contrary to the wishes of the Government of
India, new non-project aid resources were not obtained. It may be
estimated roughly, however, that without these additional resources,
1966/67 imports in the aggregate would be approximately $400 million
less than projected by the GOI and that maintenance imports for industry,
in particular, would be lower by more than this amount and lower than in
196L/65, whereas requirements for such imports are now larger than two
years ago.

7. The GOI has also indicated that although its request was for a
deferment for debt service payments due in 1966/67, hopefully to the
extent of $309 million or the total amount due to all except East Bloc
creditors, basically the request is for non-project aid in that amount.
The GOI believes that deferment of debt payments would be the most
efficient means, from its point of view, of providing the necessary

aid since deferment, per se, would make available to it foreign exchange
which could be used with complete freedom and, therefore, with greater
speed and efficiency than in the case of country-tied and partially
commodity-tied non-project aid.

8. The GOI also stated that both its total and its foreign exchange
expenditures for defense have remained, and in the coming year will re-
main, lower than those projected in the five year (196L/65 through
1968/69) defense expenditure plan adopted in 196L/65. The GOI has also
stated that although both total and foreign exchange expenditures were
sharply increased in 1963/6L following the Chinese attack on India in
late 1962, they have remained approximately stable since that time.

The budgeted defense expenditures for 1966/67 (918 crores) are, in money
terms, insignificantly (30 crores) higher than those in 1965/66; in
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real terms they are undoubtedly lower on account of increased pay and
allowances and the higher cost of supplies purchased. The import programs
indicated in Table l; include foreign exchange expenditures for defense.
The GOI states that in 1965/66 these were not higher and in 1966/67 will
not be higher than in the immediately preceding years.

9. The GOI does not propose to ask the Soviet Union, the principal
East Bloc creditor, to defer debt service payments due to it in 1967. It
has accomplished what it regards as in effect the equivalent, in that the
Soviet Union has recently extended a commercial credit to finance non-
project imports, including components and spare and replacement parts for
Soviet-assisted plants. The GOI estimates that during the Fourth Plan
period imports of components and spare parts alone under this credit will-
range between Rs. 63 crores and Rs. 114 crores ($130 to $230 million equi~-
valent). The GOI points out also that at an earlier date the Soviet

Union as well as other East Bloc creditors agreed to accept payment on debt
in inconvertible rupees.

10. As stated in paragraph 7 of the Background Note of February 16,

"the Govermment of India has for the past seven months been considering
shifts in policy and program. Renewed discussion of these with the Bank
and early resumption of the formulation of policy and program for the
Fourth Plan period is contemplated. The representatives of the Government
of India pointed out, however, that a new Finance Minister and a new Prime
Minister have just taken office. The Govermment consequently is not in a
position to make quick decisions with respect to the major issues of policy
and program. The representatives of the Govermment of India consequently
have asked for relief of their immediately prospective situation in advance
of any major policy or program decisions." The Bank believes that in the
circumstamces it is desirable that the Government of India be put in a
position to license now a larger volume of maintenance imports than presently
available resources permit, pending decisions on policy and program issues.
For this reason we are prepared to recommend to our Board an IDA credit of
$50 million (approximately the amount of principal payments due to the Bank
in 1966/67) which we would not otherwise have made, this credit to be
available for quick-disbursing non-project purposes. We recommend that all
other members of the Consortium provide additional quickly disbursable
assistance of the same character in amounts equal at a minimum to the
principal payments due them in 1966/67.

B.R. Bell
I.B.R.D.
March 31, 1966



Table 1: FOREIGN EXCHANGE SESOURCES (Excluding PL 480 Food)

(US $ million)

196L/65  1965/66

1966/67 1966/67
Existing GOL
Commitments Program

Gross Resources: 2,678 3,049
Exports of goods 1,688 1,693
Project aid 599 81,8

Existing 536 767
New 63 81
Non-project aid 372 1,20
Existing 22 3kl
New 130 76
PL 1,80 Cotton 19 63
IMF drawings (net) - 25

2,999 3,L76
1,722 1,722
777 __171
777 177
a/ a/
363 782
363 %37
e 8%
- 58
137 137

a/ New project commitments may be made by various aid donors but these would

not affect the problem under consideration,
b/ Includes:

(1) 1IDA Industrial Imports loans

$ 80 million

(2) U.S, Non-Projects and $50 million fertilizer loan 147 million

U.K. Kipping loans of 1963 and 1964 and food
emergency loan

West German commodity loans II, IIT, IV

Japan Third, Fourth, Fifth Yen Credits

France, Italy, Austria Suppliers Credits

Netherlands General Purpose Loan of 1963

U.S. $100 million non-project loan

Total

3
b
5
6
7
8

NN NN
Nt S S S b

¢/ Includes:

29 million
13 million
8 million
8 million
7 million
71 million

$363 million

(1) $29 million out of IDA $50 million loan (suggested)

(2) $27 million out of AID $242 million loan (hoped for)

(3) $11 million out of Canadian $11 million Colombo Plan (hoped for)
(L) $309 million out of debt deferment of $309 (hoped for)

(5) $42 million out of U.K. Balance of Payments aid of $42 million (hoped

Total - $418 million

for)



Table 2: PROJECTED FOREIGN EXCHANGE USE (Excluding PL L80 Food)

(US $ million)

1966/67 1966/67
196L/65 1965/66 Existing GOI
Commitments Program
Resources Available (from Table 1) 2,678 3,049 2,999 3,L76
Less (-):
Payments on account of licenses
issued in earlier periods =817 -1,111 -1,037 -1,037
Profit remittances and private
investment capital - 60 - 6l - 65 - 65
Net invisibles a/ -116 + 32 - 59 - 59
Total -993 -1,143 -1,161 -1,161
Balance Available 1,685 1,906 1,838 2,315
Less (-):

Debt service -252 =323 -359 ~-359

Freight on PL 1180 food - 50 - 97 -122 -122

"Normal marketing" food purchases - L0 - 10 - 15 - 15

Total -342 =160 -4i96 -1196
Balance Available for Imports 1,343 1,L46 1,342 1,819
Less (-):

Imports financed by project-tied aid -599 -8l;8 =777 =777
Balance Available for Other Imports 7Ll 598 565 1,042
Less (-):

Other food -21 - 17 - 59 =57
Balance Available for Imports excluding

Food and Project-tied aid~financed

imports 723 581 506 983

a/ Differences explained as follows:

1) 1In 1965/66 but not in other years about $60 to $70 million received via
National Defense Remittance Scheme.

2) 1In 1964/65 a large negative errors and omissions item.

3) All other items little changed from year to year.



Table 3: IMPORT ALLOCATIONS

(Excluding PL 480 and "normal marketing" food
and ' project-tied aid imports)

(Us $ million)

1966/67 1966/67
196L/65 1965/66 Existing GOIL
Commitments Program
Balance available for other Imports
(from Table 2) 723 581 506 983
Estimated extent to which licenses
issued in year will require payment
only in subsequent years 1,159 752 2L3 1,287
TOTAL 1,882 X 3N 7L9 2,270




Table L: IMPORT ALLOCATIONS
(Excluding food and imports financed by project-tied aid)

(US $ million)

1966/67 1966/67
196l/65  1965/66 Existing QoI

Commitments Program

Maintenance Imports

"Bulk Imports" 809 672 L)y 891
Fertilizer Bl 128 1.5 200
POL 200 166 118 172
Newsprint 15 13 8 19
Iron and steel 166 L6 36 164

Government Departments including
public sector enterprises and
private steel mills and petroleum

refineries 3Lh 319 137 336
Other Commercial Imports 806 596 212 1,243
Cotton 107 8L - 113
Cashew nuts 15 23
Raw jute 6 21
Sulphur 13 13
Rock phosphate L 13
Other materials for chemical a/ a/
industries 113 118
Materials and components for
engineering industry 290 216

Other, including non-ferrous metals,
materials for small-scale

industry, drugs, etc. 210 95
Total Maintenance Imports 1,615 1,268 656 2,134
Capacity Expansion Imports 267 65 95 137

Total Maintenance and Capacity
Expansion Imports 1,882 1,333 751 2,271

a/ Further breakdown not available.



Table 5: INDIa'S DaLiliCE OF PAYMENTS FORECAST

(US $ million)

1964/65 1965/66 _1965/66 Current Estimztes 1966/67
netuals Nov. 1965 I Half II Half Total I Half 1II Half Total
(Forecast)
I. Imports (c.i.f.)
Commercial 2,381 2,631 1,241 1,390 2,631 1,428 1,464 2,892
FL 480 481 483 294 294 586 386 292 678
Total - I 2,862 3,114 1,535 1,684 3,219 1,814 1,756 3,570
II, Exports 1,686 1,693 827 865 1,692 819 903 1,722
III, Trade Balance =31 126 -] 421 = 208 - 819 wl 527 - 995 - 853 1,848
IV. Invisibles (net)
i) Interest on foreign loans - 109 - 145 - 69 - 26 - 145 - 69 w BE = 351
ii) Others (including NDRS) - b o w B - 59 - 53 - B - A3 = &%
Total - IV = 108 = 145 - 75 - 17 - 92 =77 =95 =172
V. Current account (net) -1,281 -1,566 = 283 - 836 -1,619 &l 078 - 948 -2,020
VI. Capital Transactions
i) Repayments of loans - 141 « Y78 - 82 - 96 « 178 - 99 = 309 & 208
ii) Repayment to IMF w T0R - .76 - “ 98 - 9% « 80 - - 50
iii) Other capital - 180 + & - 90 & 16 - 84 - 95 w B = 10
Total - VI w W23 « 315 =172 = 165 - 337 ~ 244 w 117 = 261
VII. Total Deficit (V - VI) =1.703 -1,881 - 955 -1,001 -1,956 1,316 1,065 «2,381
VIII. Finawmcin
i) IMF Drawing P L)1 | « 101 - 75 - 25 - 100 -~ - -
ii) PL 480 481 - 483 - 294 - 294 - 588 - 386 - 292 - 678
iii) QOther committed assistance - 970 o - 567 - 701 -1,268 - 563 - 506 <1,069
iv) Change in reserves (Decline -) - 18] - 29 = 19 = 19 " - - B2 = W2
Gap to b d by disb "
v e b e e L e : " : - %9 - 66
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Table 6: INDIA'S DEBT REPAYMENT OBLIGATIONS, 1966/67

(US $ million)

Creditor Principal Interest Total
IBRD/IDA 49.0 36.0 85.0
DK 33,0 23.1 56.1
W. Germany 25.6 23.5 L9.1
U.S.A. 34.2 27.2 61.4
Japan 16.5 13.9 30.4
Canada 5.1 2.5 1.6

Subtotal 163.4 126.2 289.6
France L.5 3.2 Tol
Italy 2.5 1.8 h.3
Netherlands - 0.8 0.8
Austria 1.0 (6 )55 4 b
Belgium 0.7 0.L 1.1
Switzerland 5 A | 1.2 2s3
Kuwait 6.7 1.9 _8.6

Subtotal 16.5 10.0 26.5
Other 0.1 0.k 0.5

Grand Total 180.0 136.7 316.6

Details may not add to totals due to rounding.

13 Excludes all "rupee payment" obligations to East Bloc.

Source:

Government of India
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Mr. B. R. Bell March 31, 1966
Al exander Stevenson
INDIA - Distribution of Consortium Documents

1. Our records indicate that 120 copies of the February 17
background note were printed and used. Since the meeting scheduled
for April S will include all members of the consortium and considering
also that balance of payments information will be included and thus
increase the demand for your new background note, I would suggest
a substantially larger number of copies be run off.

2. The standard distribution of Indian consortium documents
requires 250-275 copies. The normal procedure is for stencils of
documents to be cut in the author's office and sent to the Secretary's
office (attention Miss Mary Copeland, Room 1209). The Secretary's
office then assumes responsibility for dealing with the Prirt Shop
and for prompt distribution. I belleve it would simplify your task
if the normal distribution procedure were used in connection with the
background note you are preparing. Miss Copeland has been informed

ces Miss Mary Copeland
Mr. 8. Kats
New Delhi Office

GBVotaw/pd
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Miss Mary Copeland March 31, 1966

Gregory B. Votaw
India - Consortium Distribution List

1. Thank you for supplying us with an up-to-date list of
the distribution normally given to Indian consortium documents.
Your 1list is dated June 15, 1965, but incorporates one or two
subsequent corrections (6 for Mr. Larre, 10 for Mr. Stevens, 10
for Mr. Rajan and delete Mr/{ Reid).

2« I understand that Mr. L. von Hoffmann is to be added to
the persons listed in the righthand colum and will be shown on
subsequent lists. He should receive 2 copies.

3. I would also like to request the addition of two names
in the lefthand colum, namely, Mr. B« R« Bell who should receive
10 copies, and Mr. R. Sadove who should receive 1 copy.

i+ These additions may exhaust your normal inventory of
spares and I would suggest that the run be increased to 265-275
from the present 250,

S« If you type out a revised distribution list incorporating
these changes, I would be most grateful for six copies of same.

6. Incidentally, my present extension 4s 2847. In my absence,
as you know, Mr. Pollan (extension 2135) will be in charge of these
matters. Mr. Katz (extension 2138) is responsible for many consortium
details and will be working more and more closely with you on these
matters in future. ' :

cecs Mr. 8. Kats
New Delhi o.f!ipo
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OFFICE MEMORANDUM

Files DATE: March 31, 1966

Alexander Stevenson/ '

India - Consortiun [V

Mr. Matsukawa and Mr. Ukawa came to see me this afternoon
to ask about the April 5 meeting. They said they had heard rumors
that certain high officials from the Indian Government would be
coming to Washington in the next week or so and wondered if the
meeting would be held. I said it was going forward as scheduled
and they would have a background paper today or tomorrow.

Mr. Matsukawa asked whether the meeting would be an in-
formational one and I told him that it would, but added that
if any country was in a position to state what it was doing
or had promised to do, this would be most helpful. He mentioned
that Japan was making a grant of rice to India as emergency aid.

cec: Mr. Wilson vf
Mr. Bell
Mr. Votaw

L
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TO:

FROM:

INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

Files DATE: 30th March 1966.

G. M. WilsonG-NM

SUBJECT: - India

Mr. Patrick Reid telephoned me to say that Canada had
decided to waive principal and interest payments for the next two
years on its outstanding wheat loan to India. This will account
for $ 10 million over two years as compared with the principal and
interest payments of $ 8.1 million which are due in 1966/67. The
Indians and the United States already know about this.

Dr. Domner called to say that the meeting on 5th April
will be attended by Herr Elson, deputy to Dr. Kaiser who (at any
rate for this purpose) has taken Dr. Henckel's place. While he is
here he wants to discuss Indian matters with the U.S. Government and
with us and I have told Dr. Donner that he should certainly see
Mr. Bell and Mr. Stevenson. Perhaps Mr. Woods would also like to
see him.

ce: Mr. G. D. Woods
Mr. A, Stevenson
m. BI Bell.

GMWilson:mh

Va1 O
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Letter Noo 86 March 26, 1966

Mr. Stanley Katz

South Asia Department

Tnternational Bank for Reconstruction
and Develepment

1818 H Street, N.W.

Washington, D.C. 20433

Dear Stanley,

,
1. Tim afraid I just couldn't make it to send you the draft I
promised, It just doesn'!t seem to be possible to get the couple of

days I would need to write down something decent, en top of the flood

of visitors, mostly non-colleagues, during the last three days, Barbara
1left for London on leave, and Shobha has been tied up with an undeferable
real estate job at Prithviraj Road today. Hence, even dictation time

has been in short supply.

2e Hewever, I thought you might be helped by a sketch of an outline,
which I prepared early in the week. It is just a series of points.
Scarcity of actual data make it difficult to elaborate, but I believe
they might still serve a useful purpose:

(a) direct cost of fighting is about Rs. 50 crores (Ministry
of Defence Report, pe L), It includes arms, ammunition
and military hardware, but ne damage to civilian property,
which, however, should not have been excessively large in
absolute terms;

(b) a good deal of the Rse 50 crores is, directly or indirectly,
fereign exchange., Some of the hardware is imported, some .is
indigenously manufactured using materials the country 1s in
short supply of. Explosives, for example, are manufactured
in India, but imported at the margin, etc., etc.

(c) some losses of export is also attributable to the conflict
(Report of Ministry of Commerce, De 10)s Some eof this has
been caused by dislocation of traffic, delay in delivery
time, ete. Some by confiscation (all the tea in transit
shrough Last Pekistan at the beginning of the conflict
and not yet veleased)e _
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(d) In the eastern part of the country the conflict caused
enormous increase in transpert cost for goods coming down
Trom Assam via the rail link rather than the inland navi-
gation system in Hast Pakistan. Additional costs to
industry due to dislocation of transport system in September
have been heavy in the Nyrth Western region as well;

(e) & certain amount of goods in transit bound to India has been
confiscated at Pakistani ports and not yet releaseds Though
the amounts involved is probably not very large, it includes
machinery and equipment required for projects, the completion
of which will be considerably delayed neu;

(f)  increased requirements for the defence effort of comrodities
usually exported caused a further decline in export earnings
(raw wool is a case in point).

3e I should have thought that you would also like to draft a few
paragraphs on the "aid pause", which is by far the most severe effect
of the conflict on the Indian economy. The effect is felt mostly via:

(1) an immediate decline in imports availability of some crucial
raw material, which were either to be financed by non-project
assistance or by free foreign exchange GOI did not want to
use in the absence of commitments for financing other importe
under aid sources. (Licences were actually suspended on
September 1lst and released for such materials as copper,
lead, tin etc., on October 16th, though at a very low level,
when it appeared obvious that a number of factories would
close down.)

(i) A very severe tightening up of the issuance of licences for
other maintenance imports as well, such as spares and com=-
penents, which though not immediately reflected in a slaw
down in physical impsrts, should be fully felt during the
first half of the current financial year,

(iii) Very serious uncertainty over investment prospects, the
delay in the formulation and appraisal of the Fourth Plan, ete,

T You know well what the position of the US Government with respect
Lo the aid pause is and has been. A4S to other countries, you could perhaps
refer to my letter No. 301 of November 11, 1965, which still rellects the
position of other Consortium members as late as the beginning of December -
but check tlie Germans. You also know how the program got Lo move again

0y Lhe end of 1965 and to which extent. I think vou will like to draft

a couple of paragranhs to tell this story. Of course, the consequences

of the attitude of major doner countries effect the prospects for the
economy as a wnole. However, an important development you might like

to emphasise in the industrial sector, both private and public, is that
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sluggishness i aid flow and wncertainty over the general ald prospecls,
has caused a considerable slow down of the tempo of investment, with a
deceleration effect mainly on the macnine tool, electrical equipment,
and other investment goods industries, which are now suffering from
lack of demand, or 2 substantially reduced level of it (particularly
true with respect of machine tools and electrical equipment ). Thus,
{he slow down in investment tempo has, in a sense, eased the pressure
arising from reduced and uncertain availability of foreign exchange on
Lhe demand for imports. Nonetheless, industries either with a long
order booking list, or producing for other sectors of the cconony, such
as transport where demand is still fairly buoyait, have been obliged
to run down sbocks at very low levels to keep production goinge.

Be At this point you might alse like to mention that the inairect
eifects of the war have hit Indian industry at a time wnen they were
already under pressure from a somewhat deflationary pelicy of the RBI
and thie Finance Ministry, which was meant to curb excessive inflationary
pressure in the economy and check money supply expansion, 4s well as to
make imperts dearer to the economy. 1Ihe credit squeeze operated by the
RBI during the first half of the 1965/66 financial year was accompanied

by a number of other measures, such as the 10% import surcharge introduced

early in 1965, the 25% compulsory deposit scheme against orders issued
for industrial imports in effect till the second #inance Bill was intro-
duced in July, and substituted, at that time, by a substantial increase
in import dublese A1l these measures had already contributed to drying
up the ligquidity in the industrial sector to a considerable extent, even
if, from the general monetary point of view, probably have been far from
sufficient to result in a contraction of total indebtedness of the
industrial sector toward the banking system, and had proved offiittle

use to check money supply growbth in view of continous expenditure in the
Government sector (and the states)s The fact of the matter is that most

industrial enterorises have peen exbremely short of working capital during

the second half of last year, and still are.

be { should have thought that this is as far as we would like o
say in a short repert te the Board, just to show that that we are aware
of what is happeninge. The tone of the drafting should depict a rather
serious situation, without making it too dramatically bad. This would
be only fair, if we do not value time, of course, since the correct way
to look at the economic consequences of the Indo~Pak conflict would be,
instead, to estimate the cost in terms of 1&st per capita income of a
minimum set back of about one year in the cconomic development of a
country where population growbh at 2,6% per annum means sSome 12 million
people more every twelve months. I hope this is of some help; better
than nothing, perhaps. ¥

Tt was very nice seeing you here and I hepe you had a nice trip
backs

With best regards
£ )

Yours sincerely,
P 7

K. £ ERERC i SUR R

nne WM, Nracorv Vobaw Romano Pantanali TV
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Uictated but not read
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Mr. Donald D, Fowler March 23, 1966

Alexander Stevenson
Mee on 's ts

Would you please arrange for the distribution of this note
as soon as possible?

b
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OFFICE MEMORANDUM

TO: Files DATE: March 23, 1966

[\ Mvt frer

Mr. Wilson discussed with Mr. Macomber this morning a possible
line of action concerning aid to Indie by the consortium members this
year. Mr. Bell and I were also present.

FROM: Alexander Stevenson M

B
SUBJECT: India - Consortium Ti%etable

Mr. Wilson said that for the time being at least the debt re-
scheduling issue was dead but the issue of interim aid was very much
alive. Mr. Bell had now returned from India and was putting together
the information which the February 17 meeting had requested. Mr. Bell
would have a paper ready next week and a meeting of the Washington
representatives of the consortium countries would be convened on April
5. Mr. Wilson went on to say that the Govermment of India had agreed
to the release of the Bell Report and that it would be made available
to consortium members, hopefully in May. A meeting of the consortium
might be held in June to obtain comments of members on the Bell Report
and Mr. Bell would thereafter go to India in July to carry out the
appraisal of the Fourth Five-Year Plan. Hopefully this would be done
before the Plan had been presented to the National Development Council,
since Mr. Bell would be carrying the views of consortium members on
major issues of Indian economic policy. On this schedule, a meeting
of the consortium to discuss the Fourth Plan could be visualized from
September on, probably in the fourth quarter of 1966.

There followed some discussion of this timetable and the
implications on it of Mrs. Gandhi's Washington visit and possible
consequences of that visit. It was agreed that while the later parts
of the timetable outlined above might very well be affected by decisions
taken as a result of Mrs. Gandhi's Washington visit, there was little
use in speculating on these implications now.

Mr. Wilson and I later discussed plans for the April 5 meeting
with the representatives of the other consortium members.

cc:s Mr. Wilsonv'
Mr. Bell
Mr. Pollan
Delhi Office

AS/uz
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OFFICE MEMORANDUM

TO: TFiles DATE:March 23, 1966

FROM: Hans Pollan

SUBJECT: TINDIA - Consortium and Bell Mission

1. Mr. Wilson convened a meeting on March 21 which was also attended by
Messrs. Stevenson, Bell and Pollan.

24 Mr. Wilson explained that the Executive Directors of the United Kingdom
and Canada had called on him earlier in the day expressing the wish that the
Consortium be convened, even if informally, at an early date to review the
short-term aid requirements of India. Mr. Wilson, who had been in London a few
days ago, said that this was in line with what he had heard from Mr. Belcher
in OIM and he wanted to discuss the next moves.

7 3. Mr. Bell, who had just returned from India, explained that he had
recently seen Sir Alan Dudley in Delhi. Sir Alan made a similar point and had
expressed concern that protracted inaction of the Consortium may lead to
individual aid arrangements of the Consortium members with India, each having
their individual conditions without the benefit of intra~Consortium consultation.
Sir Alan had also indicated that the United Kingdom was prepared in any event
to continue its aid to India in 1966/67.

lie Mr. Wilson, who had spoken recently to a number of Consortium repre-
sentatives, considered that India's earlier proposal for debt relief did not
have a chance., Mr. Bell said that essentially the GOI wanted interim non-
project aid and did not care whether this was related, except in amount, to
1966/67 debt service. With respect to timing, the Finance Minister had suggested
the earliest possible date but with some preference that the Consortium get
together shortly after rather than prior to the imminent visit of the Indian
Prime Minister in Washington. Mr. Bell said that the Indians, after taking into
account the proposed IMF drawing of $187.5 million ]_:_/ and the recently announced
U.S. non-project loan of $100 million, would hope that such a meeting would

lead to indications of another $200=$300 million of free resources or non-
project aid. In addition the Indians hoped within the next six months or so

to mobilize perhaps another $150 million of non-project aid through bilateral
negotiations with individual Consortium countries. Since Mr. Bell had data
indicating India's short=term requirements, he undertook to prepare a paper
which would shortly be distributed to all the Consortium members.

Be Mr, Wilson said that he had in mind suggesting a meeting of all Con-
sortium members in some suitable form in the week starting April L to discuss
India's short-term requirements. He hoped that about two weeks later another
meeting could be called at which the members would indicate their contributions.
In the meanwhile, he wanted to discuss this approach with the U.S. Government.
Bank/IDA's own contribution would be the proposed $50 million credit for
industrial imports.

1/ To which the IMF agreed on March 23
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6. The discussion then turned to the disposition of the Bell reports.

Mr. Bell said that the Minister of Finance had told him last week that after
suitable amendments, which the GOI 1eft to him to make and which would reflect
his recent discussions in India, the GOT would have no objections to the
distribution of his mission's report to the Consortium, It had been agreed that
a formal exchange of letters between Mr. Woods and the Finance Minister would
occur on this point, Mr. Bell expected that the members of his mission would
complete the work required by the end of April and, after he had reviewed it,
the report could be distributed to the Consortium, probably some time in May.
The distribution of the Bell reports would be 2 preliminary to an eventual later
Consortium meeting in the fall which would consider the Fourth Five-Year Plan
and its aid requirements (following the Plan's appraisal by the Bank). In
preparing for the report's distribution in May, one would have however to take
note of the possibility that India may not have acted on the Bell mission's
policy proposals by the time the Consortium is convened to consider the Fourth

Plan.

Cleared and cc: Mr, Stevenson
Mr. Bell

cc: Mr, Wilson
Mr. Katz
Mr. Votaw
Delhi office

HPollan/bj
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DECLASSIFIED
AUG 2 7 2013
CONFIDENTIAL
WBG ARCHIVES
IND 66~2
FROM: The Deputy Secretary March 23, 1966

INDIAN AID REQUIREMENTS

A meeting will be held in the Bank's Board Room, 1818 H Street, N.W.,
Washington D.C., at 3:00 p.m. on April 5 to discuss India's request for
interim aid during 1966/67. A background note for these discussions
will be distributed shortly.

Distribution:
Executive Directors for: For information:
Austria Ttaly President
Belgium Japan President's Council
Canada Netherlands Executive Vice President (IFC)
France United Kingdom Executive Director for India
Germany United States Department Heads (Other)

Resident Representative, India

Embassy of Japan
Managing Director, IMF

Chairman, India Consortium
Director, South Asia Department
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Files DATE: March 11, 1966

REGGNSTRUCT I ON AND DEVELOPMENT CORPORATION

Alexander Stevenson |

India - Consortium

Mr. Patrick Reid called on me this morning. He said he had
instructions from his Government that Canada would like to have a
meeting of the consortium countries at an early date after the end
of March to be informed about the Indian situation. Such a meeting
should be quite low~key with no publicity. It should not be con-
cerned specifically with the problem of debt relief but rather
with the whole matter of Indian emergency or interim aid require-
ments. Canada, he said, was "off the debt roll-over kick". At such
a meeting there would be no thought of any pledging but it would be
more like a consultative group meeting and would serve the function,
necessary in Canadian opinion, of keeping the consortium members
in touch with the Indian situation.

The line now taken by Canada is for all intents and purposes
the same as that of the U.K. as expressed by Sir Alan Dudley in
his recent conversation with Mr. Bell. (See my memorandum to Mr.
Wilson, dated March 2, 1966, "India - Debt Relief and Creditor

Equity".)

I told Mr. Reid that I would be discussing these matters with
Mr. Woods and would be in touch with him.

co: Mr, H%éggf
Mr. W n

Mr. Hoffman

Mr. Bell

Mr. Votaw

New Delhi Office
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Hr. Wilson

Mr. King
Mr. Votaw
Mr. Katz
New Delhi Office

cc:
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By Our New Delhi Correspondent

A  World Bank mission
headed by Mr, Bernard Bell be-
gan discussions with the Indian
Government here on Tuesday
in response to India's request
for an early meeting of the Aid
India Consortium. The arrival
of the Bell Mission has been
greeted with a sigh of relief by
the Ministry of Finance, which
only a month ago seemed to
deshair of new Western assist
ance under the auspices of the
World Bank, in the context of
the controversy on devaluation
and Indian economic policy.

Next Year’s
Plan
The resumption of the

dialogue, which was interrupted
in mid-1965, does not ensure an

" jmmediate commitment of West.

ern aid on the scale visualised
hy the Indian planners, but it
indicates that the World Bank
and India have agreed o take
another hard look at the state
of the cconomy and evaluate
the aid prospects for mnext
year's pian which coincides
with ths first vear of the Fourth
Plan.

The Pell Mission was actu-
ally expected to come to Dethi
last November, but the Govern-
ment was not guite prepared to
receive it and, moreover, the
relations batween the Bank and
the former Finance Minister,
Mr. Krishnamachari, were not
exactly cordial, Mr, Krishna-
machar! resented the Dell Mis-
sion’s siuggestions for devalua-
tion of the rupec and for
allowing a greater scope for
et forces in the allocation
searce resources,

Indian Government officials
are now hopeful of getting the
mission ta amend some of its
recommendations in the light of
the chanzed conditions and urge
the World Bank authorities to
re-convene a meeting of the Aid
Ciub to underwrite the foreian
exchange resources of the plin
for 1966-67 and refinance some
of the old debts, _The new

ance from abroad. Controls

tical suggestions for improved
economic management short
of devaluing the rupee—the
Government is obviously will-
ing to go a Jong way to meet
the demands of its creditors.

Informed sources say that the
new flexibility of approach was
emphasised by the Governor of
the Reserve Bank of India, who
flew out to Washington two
weeks ago to pave the way for
Mr. Bell's return visit to Delhi,
Some of the consortium coun-
triecs have also been told
through diplomatic channels

yop

Mr., Thomas C. Mann

that the past should be buried
and forgotten and a new chapter
of co-operation opened since
there was a new régime in Delhi
with a new outlook and
enthusiasm,

The new climate is exempli-
fied by the crusade Jaunched by
the Planning Minister against
the critics *of the World Bank
and foreign aid. He has re-
ceived cautious support from
the Prime Minister, who has
spoken at feast three times this
week in appreciation of assist

private participation are being
given more openly than before.
Criticism of UJS. policy in
Vietnam is muted and nominal.

Yet the Bell Mission wants
to know what is being done to
.speed up policy decisions, to
restrain the enthusiasm of per-
spective planners, to [ree busi-
ness from needless licensing
delavs and to increase food
output, The World Bank has
complained that loans and
credits authorised have not
always been readily utilised, It
has also pointed out that not
enough has been done to revive
the capital market.

What will be the eventnal
outcome of the current talks is
hard to say now, since the dis-
cussions are expected (o last
about a week. But the Govern-
ment is 2 little embarrassed by
the disclosure this week of Mr.
Thomas Mann's testimony
before a Committee of the ULS,
House of Represeniaii i
which he is reporied ¢
suggested  that  Aid
members are still znxious to
sce the rupee devalued,

Discussions on
Currency
Mr. Mann, who is Under-

Secretary of State for Economic
Affairs, has been quoted as say-
ing: *“We probably think the
Indian currency is over-vili
. . . discussions have heen under
way for some time to see how
we and India and other donor
countries ¢an reach agreement
on what needs to be done in
this ficld.”

The Government is, however,
hopeful that the Beil Mission
will not press this point again,
but rather accept the
pulsion of the present politi
conditions as a limiting laclor
and assess the budgetary policy
accordingly, In the [i
these discussions, the Go

ment is expecting (0
Parliament an outline
Plan for 1966-07
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Mr. Alexander Stevenson March 10, 1966
Gregory B. Votaw

INDIA - Debt Reschedulings
Paris Qixh snd Other Precedmmts.

1. Attached for your reference are copies of the following
documentst

(a) The "agreed note" of October 23-26, 1962,
governing arrangements with Argentina.

(b)"_muwmwhms.

(¢) The "new model agreement” dated February 6,
196k, governing arrangements with Turkey.

(d) Minutes dated Jamuary 26, 1965, of the
working party on Turkey to which is attached
a'ﬂm presented by the U.S.
the formula also by
th-i-!.ﬁthtm
il

Other documents sent to us by Mr. Katz under cover of his letter of March
ki describe the various steps in the development of the formula for Turkey
uduu:uun-hhdlmmcimwthm I have left them

on desk,

2. The following elements seem to be part of debt rescheduling formilaes

(a) Mnﬂ:rorwhhmww::

agreeddocument in the of India
&m?tummw“?m

’:Mhm'a' (for c;h,%ofpmm
payments in the Argentine case, 70% of principal
mmmmm, and 1008 of
prineipal and interest payments for Turkey).

(c)mmmamuhmmn
terms of the period during which payments due are
to be rescheduled (two years for Argentina/Brazil,
five years for Turkey).

(d) A date by which bilateral arrangements implementing
the general formula are to be concluded.

(e) An indication of the during which such
assistance (for new credits for the refinancing
of ) is to be made available (calendar years

3 & 196 for Argentina, mmu&&wmm).



(h) A clause that interest terms would be
fixed bilaterally (and, in the Turkish case, that
interest would be waived during the grace period
resulting from the deferment).

(1) Various general clauses regarding the debtor's
obligation to treat all creditors equitably.

(j) Various other obligations of the debtor - mainly
regarding treatment of other debts and megotiations
with creditors not covered by the agreement (including
for Argentina an obligation to conclude and implement

governing foreign private
to seek a solution to the problems of maritime transport).

3. A quick reading of the papers suggests that West Germany has had special
problems in commection with each refinancing effort. With this in view and

e
i

ccs New Delhi Office
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OFFICE MEMORANDUM

Mr. S. Stanley Katz (on return) DATE:March 10, 1966

Gregory B. Vo‘bﬂ/

INDIA - Debt Rescheduling

1. I talked briefly with Mr. Zagorin on March 8. He said
that in his view refinancing and rescheduling are comparable and
would be so considered by the U.S. Govermment. New non-project aid
would also be 0.K. provided that there is clear evidence that such
aid is additional to non-project assistance which would have been
available otherwise. The proviso is important and troublesome. It
would make it necessary to establish some benchmark or base figure of
'normal non-project assistance" in order to evaluate the true effect
of debt relief offered in the form of new non-project loans. For
example, the proposed $50 million industrial imports credit of IDA
would be considered satisfactory if it were agreed that the normel
level of non-project lending was zero; however, if the norm is taken
4o be the level of industrial imports lending by IDA in 196l or 1965,
the proposed new credit could not be considered as relief with respect
to debt service obligations. =

cc: Bew Delhi Office

GBVotaw/pd



Form No. S57A

TO:!
FROM:

SUBJECT:

GBVotaw/pd

14 ﬁ Corn Y’
L,
INTEATION SRR OMENT | T M el | MR B T
MEMORARDUM - &7
Mre S. Stanley Katz (on return) DATE:  March 10, 1966
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INDIA - Minutes of Meetings of Major
Creditors for the full Consorti

l. In your letter of March L, you raise a question about distribution
of detailed minutes describing the meeting of February 17. I would suggest
that we stick with the rule that has been followed in the past, namely that
these minutes be prepared for internal purposes only and not distributed outside
the Bank. At regular meetings of tle Consortium, as you know, a formal record
of proceedings is agreed to and circulated. We have also kept much more
detailed minutes but for our own purposes. If other creditors require a
similarly detailed record of such discussions, their representatives at the
meetings must prepare it. Needless to say, we have been quite willing to

exchange information informally, usually by telephone, to verify each otherts
notes.

2. Since the IMF is part of our larger family, I am sending a coppyof
the minutes to Messrs. Finch and Tun Thin.

cc: New Delhi Office
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Mr. J. Burke Knapp ; Hareh 9, 1966
Alexander Stevenson

TuDIA - 1966/67 Lending Program

Attached for consideration at this afternoon's meeting
ave the following:

(a) a memorandum on lending prospects to which
a list of potential projects is attached,

(b) estimated debt service payments to IBRD by
loan,

(c) a forecast of the Bank's net investment in
India for each of the next five years,

(d) chart of ().

CVotaw/pd



Mre Aecapder Stevenson (Through Mre S.N.MeTwor) March 9, 1966

Cregory Votaw

e Atteched please find & cwrrent listing of lending proposals from
ndia in varione chager of prevaration. This list was prepared sgainst
o backgrovad of 3296.4 million not yet committed in loan/credit agree-
nents frow total 2snie/IDA pledges of 11,185 million amomesd for the
Third Plan period (April 1, 1961 - March 31, 1966), plus 423 million
for Deas end an additionsl promise of 250 millien in qulckeisbursing
SMands 4o belp meet emergeney conditions in 1966/567,

P There 18 a falr chance that most of the proposals listed under
As B and ¢ {totelling nearly $L00 millisn) could be negotiated and
aigned befere the end of March 1967, Propomls listed wrler D are
Llees clenrly ldentified, seme may come forward during the coming 12
morths tat eloarly not all of them will.

3. Misping from this list are forestry and fishing (soon to be
otudiad by project idemtification missions organised under the TSRD/FAD
Cooparative Program) and the Calcutte Water Supply scheme (for which

a WiD-gponsored Master Flan will shortly be completed). iHowever, judging
from post experience, it is unlikely that these offorts will yield firm
lending prejects in less than 1218 menths.

W ¥hen the Fourth Plan appraisal has been completed, we would be
able %0 devalop an entirely new lending program -- weing primarily I0A
fands, egphasiving new departures in such fields as agricultural oredit
i mirengthening earlier activities such as road transport, power, ete.
n the Pank side ITICT is alse epected %0 require a further commitmant
of fmds - bt not before 1968; Ly then we 2lso anticipate other
subetantis]l remvestes frem individes] privete sector industrial comenies
whifeh wmld be ret from Ban¥k or IPC funds,

OVota/vh (pe)



LEMDING PROSPECTS IR TNDIA
(for the L. months beginuing April 1, 1966)

Approximate
amount
(0 million)

orivate industries, subtotal Tha5
II8C0 1545
TISCO 30.0 a/
Dirla-Armour lertiliser 15.0 b,
T¢I fertiliser 14h.0 ¢
Projects alrcady approised (although

not necessarily ready for negotiation), subtotal 169.0
Beas 23.0
tailways 11 GB.0
Sangalore waber 35.0
Haldia port L3.0
Projects expected to be ready for

appraisal before June 30, 1966, subtotal 154.0
Industrial imports I1I 5040
Telecormunications III 60.0
Calcutba port equipment IIIL 1.0
Goa port 15.0
Punjab drainage II 15.0
Others less clearly identiiied and

unlikely to be ready for appraisal

before 1907, subtotal 98.0
Trrigation proposals (e.g. UsP+ tube-

wells, Andhra Pradesh or ladras

groundwater, Sone 11 or Ukkal

(Gujerat) irrigation) 30.0
Electric power (Koyna III or KothagudenIII) 20.0
Tron nmaking study 3.0
Hooghly River bridge (in Calcutta) 20.0
Bombay expressways 25,0
A plus B = $243.5 million
A plus B plus C = $397.5 million

(rand total $h95.5 million

Information received March l indicates that only $30 million

in IBHD financing is now required, not 355 million foruerly reported.

Highly btentative, I#C loan onlye

equity investmente

Highly tentative, IFC considering combination loan and £3 million
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SEEEES

1966 5h8 6,8 543
1967= 558 560 575
21268 578 . 605 620
1950 S5l 592 615
1970 soy 54745 57048
im 450 b95.5 51.3.5

2/ Actuals wntdl Pebruary 1965, estimates “hereafter.
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CONFIDENTIAL
WBG ARCHIVES
March 11, 1966

G\‘r@w B. Votaw
DNDIA - Lending Program for 1966/67

1. Messrs. G. D, Woods, J. Burke Xnapp, Irving S. Friedman,
S« Re Cope, Alexander Stevenson and Gregory B. Votaw met on March §
fo diseuss Mr. Stevensen's note of March 9 and attached forecasts
of futvre loans/eredite, debi service payments to IBRD and net
investment. It was agreed that:

(2) The IISCO, TISCO and Beas preposals would be

/

(v)

(e)

(&)

recormended to the Executive Directers for approval
of IPRD loans as seon as the project reports were
ready to be presented.

Fertiliszer mamifacturing projeets should be
considered for IFC investment as seon as sponsers
were ready to present themy IFC loans to sueh
projects would be censidered part of the fulfillment
of the Bank's uncommitted "pledge® to the consortium.

Further preparation of Rallways IX, Bangalore Water,
Haldia Part and Industrisl Imports III proposals should
be contimed with due deliberate speed, so that IDA
credits for these projects could be recoxmended to the
Fxecutive Directors within the next few months, hopefully
b":@r. June 30, 1966.-.

Hmdhmtopmforuindunﬂﬂinponsmdﬁ
of more than $50 million in the next few months, we
woulc contime to respond that such requests cannot be
considered until there is an agreement between the Bank
and India en broad econemic pelicy issues.

(e) Appraisal of other projects listed in the attachment

to ¥r, Votaw's memorandum of March 9 on "Lending Prospects
in 1966/67" should be seheduled just as soon as Indis is
properly prepared to receive the appraisal missions;
bowever, these prejeets will be developec on the under-
standing that any recommendation to the Fxacutive Directors
would be contingent on such factors as (i) India's atiitude
towards policy changes recommended by the Bank and (ii) the
availability of IDA funds. A review of these factors might
properly occur every two to Ihree menthe and in any ease
vhenever lending propesals (such as those still to be
appraised) are closer to the negotiation stage than they
are at present.



(£f) Tor the time being, further Bank lending will
be restricted mainly to private sector projects
(and Beas), partly with a view to maintaining the
Bank's net investment at ne more than $620-625
million. As far as consortium "booklceeping" 1s
concerned, this may mean a shift from IBRD to IDA
of about $135-140 million in existing "pledges".
Such s sghift would be aceamplished as projects
1isted in Votaw!s memorandum under "3", ¥C" and
#D* (excluding Beas) are recommended for congider-
ation ag IDA credits, and obviously need not be
anmounced explieitly in glvance.

cct Mr. H, Pollan (with attachments)
Sew Dalhi Office (with attachments)

OBVotaw/pd



BANK LOANS TO INDIA: NET INVESTMENTS ™

INCLUDING PARTICIPATIONS AND SALES FROM PORTFOLIO
(MILLIONS OF U.S. DOLLAR EQUIVALENTS)

1,000 = [ e — T e T 7 — 1,000
JANUARY | OF EACH YEAR - APRIL | OF EACH YEAR \ o
800 - e SO0
| / ::EXISTING LOANS
400 — 400
(@ EXISTING LOANS PLUS $ 45,500,000 FOR 11SCO AND TISCO
® $23,000,000 FOR BEAS PROJECT PLUS (D
200 - - - —- —1 200
0 | | ] ] A l 0
1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971
— ACTUAL - —~— PROJECTED —

3/9/66

* Disbursements net of repayments

IBRD -2951
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March L, 1966

Mr. Gregory B. Votaw

South Asia Department

International Bank for
Reconstruction and Development

Washington, D.C.

Dear Greg:

I am enclosing & number of papers dealing with the
Turkish debt rescheduling as well as the final agreements
for the Argentine and Brazilien rescheduling exercises.
They were provided to me on a personal and confidential
basis and therefore should not be quoted or circulated
too widely.

I have not had a chance ﬁ;’;;;;hzgzégglance at the

Turkish papers, but there is some discussion of relative
donor equity. You will note that there is even less
uniformity of rescheduling terms and conditions in the
Turkish case than in either of the other two mentioned
above. This is in part due to the fact that there had
been an earlier rollover of 1958/59 debt, and in part to
the fact that the Latin American precedents were not
rof;rrgd to until this more permissive formula was
evolved,

On another point, the minutes on the Indian meeting
of the 17th were not distributed very widely. Should
coples go to any of the people who attended the meeting
(Messrs. Finch, Zagorin, et al)?

Best regards. Expect to arrive in Delhi Sunday
morning .

Sincerely yours,

S. Katz



Mr, Ceorge D, Woods Mareh 3, 1966
J. Burke Knapp
Fortheoming I : Operations in India

!/_.,

Attached are two inter-related memoranda regarding our forthooming
lending operations in India. Because of the fluid situation which we
confront both in India and with regard to IDA resources, I have marked
both memoranda as "Tentative®. However, I think they could provide a
basis for a meeting which you might call with the people to whom I have
sent copies.

Attachments

JBKnapp tism
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Naroh 3, 1966

Mr. George D, Yoods
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March 3, 1966

. Goorge D, Woods
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Form No. 89 INTERNATIONAL BANK FOR

{9.62) RECONSTRUCTION AND DEVELOPMENT
INTERNAT | ONAL DEVELOPMENT INTERNATIONAL FINANCE
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Date
March L, 1966

YOUTING SLIP

OFFICE OF THE PRESIDENT

Action Note and File
! Approval Note and Return
Comment Prepare Reply
Full Report Previous Papers
X | Information Recommendation
Initial Signature
Remarks
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T J. Burke Knapp
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INTERNATIONAL BANK FOR

RECONSTRUCTION AND DEVELOPMENT
1818 H STREET,N. W.

TELEPHONE EXECUTIVE 3-83680 WASHINGTON 25, D.C. CABLE ADDRESS-INTBAFRAD

March 2, 1966

Dear Mr. Woods:

During a conversation in your office, on February 8,
you mentioned the possibility for the Bank to grant a non-
project loan to India, in order to facilitate the repay-
ment of some $49 million of capital on past Bank loans
coming due in the fiscal year 1966-1967. This intention
has been confirmed to my Alternate, Mr. Malaplate, by the
Vice-President, Mr. G. Wilson, on February 18.

This project raisecs a few questions of policy, which
I believe, should be brought to your attention ahead of a
possible Board meetino:

1°- I share the view generally held in the Bank tha.
borrowers should be deterred from defaulting on their loaus.
However, I wonder whether we have to go so far as to grant
new loans in order to help countries repaying previous ones.
The situation is not really improved, except that the
borrower is saved the trouble of defaulting: this makes the
precedent the more contagious.

20- A new loan would maintain unchanged the present
indebtedness of the borrower at a time when the economic
ancd financial situation of India would make it advisable to
reduce the exposure of the Bank in this country. 1If,
admittedly, something has to be done in the present circum-
stances, a new IDA credit would be more in line with the

Mr. George D. Woods, x e
President,

International Bank for
Reconstruction and Development
Washington, D.C.




needs of the borrower as well as with the normal criteria
for IDA/IBRD operations.

39~ Finally, program loans for balance of payment
purposes are met with reservations by my authorities,
above all when they are granted on Bank resources.
I would have thought that such unorthodox operations
should rather be financed on IDA resources, including
the transfer ot pfofits from the Bank.

u o
Yours i}ngerely,
. R
&




Form No. 5§57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

FFICE MEMORANDUM

TO: Mr. Wilgon DATE: March 2, 1966
FROM: Alexander Stevenson -I
SUBJECT: India - Debt Relief and Creditor Equity

Here is a paper which Mr. Katz has prepared on the debt
relief question. I think you will find it very helpful. Though not
confined to the Turkish example, the formula outlined in it is, I
believe, entirely consistent with that example. Mr. Katz will stop
in Paris on his way to India to pick up more information on the
Turkish experience.

As far as I know in the Hague and Paris club, etc. the
creditors have not got into the question of trying to equate past
and prospective sacrifice. I would hope that in any further Indian
debt rescheduling operation they would alsc look only forward, other-
wise the problem can become very complicated and it may be more
trouble than it is all worth.

I have just spoken to Mr. Bell in London who has seen Sir
Alan Dudley at the latter's request. Sir Alan made two points. The
U.K. feels there should be a meeting of the consortium members be-
fore the one on the Fourth Plan. They hope that the next (end March)
meeting would prepare this. They conceive the problem as an examina-
tion of the aid requirements and plans for 1966/67 and Sir Alan
said he hoped this would be the context of the next meeting rather
than the narrow one of debt rescheduling.

Sir Alan said further that the U.K. takes a serious view
of the Indian economic situation and is alarmed about it. (This
may be contrasted with the U.S. position as expounded by Mr.
Macomber. )

AS/uz attachment
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Form No.

-

57A INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
OFFICE MEMORANDUM
TO: Mr, Alexander Stevenson (Through Mr. G. | ) DATE: March 1, 1966

FROM: S, Stanley Katz

SUBJECT: INDIA - Debt Relief and Creditor Equity

1. The following are some random thoughts on the subject of creditor
equity. I hope that they will be of some use in illuminating some of the
issues. The main aspects of equity, it would seem, involve (a) prospective
sacrifice, (b) past sacrifice, and (¢) other elements, such as the impact

on the creditor's balance of payments and domestic budget. As you will note,
the quest for "parity of sacrifice" becomes more manageable if a "Paris Club"
approach to debt relief is adopted.

Prospective Sacrifice

24 There is precedent, in the Paris Club, Hague Club and OECD Consortium
exercises of the past several years, for creditors to agree on a uniform
approach to debt relief, Following this approach, India's creditors might
also agree on uniform grace and amortization periods with respect to repay-
ments falling due within a specified period (along the lines of the formulee
set out in paragraphs 10 and 11). In that event, the prospective financial
sacrifice of the several creditors is by definition equal with respect to
these two aspects of the new assistance they are providing. This leaves
interest charges which loom large in equity considerations.

3. If creditors also agreed on a single rate of interest on the rescheduled
debt, their relative financial sacrifice with respect to interest is nominally
equal, although the difference bebween the interest rates at which creditors

can borrow in their domestic money markets and the agreed-upon "standard rate"
charged on the debt relief would produce some disparity of sacrifice. It could
be adjusted by permitting individual countries to reschedule debt at interest
rates equal (or proportionate to) the costs of borrowing in their respective

money markets,

L. If creditors preferred to charge interest on the rescheduled/refinanced
debt at customary rates, inter-creditor differences of financial sacrifice would
be a function of the subsidy element of the customary rates (i.e,, the share

of the cost of borrowing money that is absorbed by the creditor country). These
disparities could be equated by adjustments in the grace and amortization periods
provided for the rescheduled d@bt.,

Past Sacrifice

5. The prospective sacrifice does not necessarily take into account the
relative past sacrifices of the several creditors with respect to their existing
aid to India, The U.S., for example, has extended some long-term credits and,
for that reason, has relatively small amounts of principal repayments falling
due, The prospective U,S. sacrifice, therefore, appears to be relatively light,
while the past sacrifice was considerably heavier.



Mr, Alexander Stevenson -2 - March 1, 1966

6. On the other hand, donors who in the past have provided short-term credits
have made a relatively more modest sacrifice, To the extent that repayments fall

due on such credits and are rescheduled, these creditors would appear to be making
a proportionally greater prospective sacrifice,

Combined Sacrifice

Te The combined past and future elements of these financial sacrifices give
a more complete picture of donor parity. They can be joined by considering the
entire old and new elements of the credits involved, For example, rescheduling
a repayment for 10 years on a debt that is already 30 years old, stretches it to
LO years -- quite liberal by any definition, On the other hand, a similar
rescheduling of a 1l0-year old credit merely brings it into the range of what

can legitimately be called development aid, Relative burden could then be
compared by a discounting of aid flows,

Other Bonsiderations

8. Jean Baneth's recent memorandum to you covers the balance of payments
question in some detail., Essentially, it appears that:
-
(a) rescheduling (i.e. adjusting maturity schedules of existing debt
instruments) frees foreign exchange which India can use on a global
basis, and is a "negative receipt" in the creditor's balance of pay-
ments aqcounts;

(b) refinancing (i.e., extending a new loan to cover repayment of the old
one) gives India foreign exchange with one hand and takes it back with
the other, in the process freeing exchange which India can use on a
global basis, (with a similar effect on the donors! payments accounts);

(¢) new non-project aid is a varient of refinancing to the extent that it
is not tied to a creditor, or, if tied, where India could substitute
the tied credit for existing free foreign exchange purchases in the
same country and then use the freed resources globally. (The balance
of payments effect depends on the factors Jean Baneth outlines.) 3

Comments

9o A Paris Club appreach to debt relief (for which there is ample historical ]
precedent) has much to commend it, A formula would simplify the quest for rela-
tive creditor equity and would significantly narrow disparities of sacrifice
arising from interest rate differences (as compared with each donor setting its
own grace period, amortization period as well as interest rates), particularly

if the past pattern of relative donor sacrifice is taken as a parameter, Greater
equity could be achieved if the full (existing and extended) maturities of the
debts in question were computed and compared, but this becomes a fairly major
operation, and the results would probably not be worth the effort. -

10. A Paris Club type formula for India would involve consideration of the
following elements:



Mr, Alexander Stevenson -3 - March 1, 1966

(a) The creditor countries to be involved, Presumably all consortium
members would be expected to participate in a debt relief exercise.
It appears that some parallel relief from East bloc countries would
also be expected,

(b) The proportion of maturing debts to be rescheduled/refinanced. If
debt relief is deemed Lo be necessary, there is not much economic
justification for limiting relief to, say, 70 percent of the repay-
ments falling due., Less than 100 percent coverage may be necessary
for practical reasons (eege, for repayment of commercial debts) or
in order to maintain some discipline or pressure (but there would
seem to be more direct ways of achieving these ends).

(¢) Treatment of interest., Past clubs have not refinanced interest payments,
but Canada (at the February 17 meeting) indicated a willingness to, in
effect, do so. Inclusion of interest wuld about double the magnitude
of relief,

(d) The relief period. Although India asked for relief from debt repayments
in 1966/67, it may ultimately be necessary to consider relief in the
context of repayments falling due during the entire Fourth Plan period,
This raises the further question of whether relief should be considered
on the basis of one-year or two-year tranches, or whether action should

focus on total Fourth Plan debt repayments.

(e) Grace and amortization periods. It would probably be most beneficial
For the Fourth Plan if repayments on refinanced debts were to start
after 1970/71, and the longer the period over which such repayments
were spread the better, Repayment of refinanced debt over the subse-
quent ten years (1972-1881) is not out of line with the Turkish pattern,

(£) Policy and program action by India, Debt relief would no doubt be con-
tingent on §53§§1s undertaking specified reforms and changes in policies
and programs that are considered impediments to development, On the
financial side, IMF consultations would be the source of recommendations
that could be adopted by India, Over a broader economic area, the Bell
Mission Reports and the expected appraisal of the Fourth Plan would serve

the same purpose, A part of the Indian guid pro quo might also be the
granting of commensurate debt relief by énaiais E&st bloc creditors. -

ol 982 W Kws}

Detus O
Desll Office

SSKatz/wh
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WBG ARCHIVES INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

CONFIDENTIAL OFFICE MEMORANDUM

TO: Files DATE: March 1, 1966
FROM: ©S. Stanley Katz

SUBJECT: INDIA - Informal Meeting on External Debt

1. An informal meeting was held in the Bank at 3:00 p.m., on Thursday,
February 17, to discuss the issue of Indian external debt relief. Mr.
Geoffrey Wilson was in the chair; Messrs. A. Stevenson, B.R. Bell, G. Votaw,
S. Katz, and Sir John Crawford (consultant) were also present from the Bank.
The meeting was attended by representatives of the United States (Messrs.

W. Macomber, B, Zagorin, C.E. Houston, S. Sober and H. Rees), the United
Kingdom (Mr. R, Radford), Germany (Dr. O. Donner), Canada (Mr. P. Reid),

and Japan (Messrs., M. Matsukawa and H. Ukawa). The IMF was represented by
Mr, C.D, Finch, -

2, A background note (appended), prepared by the Bank on the basis of
information provided by the Government of India, was circulated prior to
the meeting. The note indicated the nature and magnitude of India's pros-
pective external payments and import licensing difficulties, particularly
those arising from the additional foreign exchange costs of the drought and
the net increase in external payments to the IMF and to consortium creditors
in 1966/67.

3. The Chairman pointed out that in the normal course of events, Indian
debt relief would be considered in the consortium framework and in connection
with the Fourth Five Year Plan., The issue was being raised at this time
because (a) the Government of India, in conjunction with a request for $200
million of assistance from the IMF, has asked the Bank to take the lead in
attempting to arrange relief from debt service payments due to consortium
members in 1966/67; (b) the Fourth Plan is not likely to be ready until
after July; and (c) the Indian outlook is becoming increasingly alarming.
The meeting was limited to the principal creditors and consortium founders;
if they are disposed to do something about debt relief the remaining con-
sortium members will be brought into the picture.

L. Mr. Wilson outlined the Indian foreign exchange and import licensing
picture for 1966/67 in the following terms: Leaving aside the interruption

of U.S. non-project aid last fall and the recent, limited resumption, since
the emergency situation is independent of these two events, India faces extra
balance of payments strain. The drought is expected to cost some $200 million
in foreign exchange, Extra shipping costs on PL L480 food imports (about
$90-$110 million) are the largest single component of the latter amount. In
addition, a payment to the Fund of $125 million is due in 1966/67, compared



Files -2 - March 1, 1966

with a drawing of $125 million last year, and debt servicing in 1966/67 is
some $50 million more than in 1965/66. On the credit side, India hopes to
get about $200 million of assistance from the IMF, and Indian reserves have
increased by about $75 million between July and the end of 1965, This
latter amount is not more than the usual seasonal build-up and could be
regarded, in any case, as earmarked for repayments to the IMF., Even including
this doubtful increase in reserves, the gap that would remain is about $225
million. If at all possible, import policies for 1966/67 should be decided
by April 1, so that licenses can be issued shortly thereafter for the full
year. Import policies and levels, however, will depend on decisions on the
debt relief question,

5 Mr. Wilson stated that the Bank believes that the Indian situation

is serious and that the need for immediate assistance is urgent. The Bank
is prepared, as part of a more general arrangement, to make a quick-disbursing
loan of $50 million (the amount due on principal in 1966/67) for maintenance
imports, with repayment starting after the Fourth Plan period. It is hoped
that the other creditors represented could provide India with commensurate
relief by rescheduling, by refinancing or by providing new non-project aid
equal at least to principal repayments due during the year. Turning to the
question of the Bank's future program, the Chairman informed the meeting
that Mr. Bell would be returning to India shortly to resume the Bank's dis-
cussion of economic policies with Indian Government representatives and that
the consortium should be in a position to meet again in the fall, after the
Fourth Plan had been appraised by the Bank.

6. The Chairman called on Mr. Finch, the IIF representative, to comment
on the estimated foreign exchange costs of the drought. Mr. Finch stated
that in the Fund's judgement, the added foreign exchange costs of the present
emergency would be at least $200 million. The Fund would probably provide
India with assistance of some $150-$187.5 million (the latter figure repre-
senting 25 percent of the new quota) as a type of compensatory assistance.
Mr, Finch said that the Fund's Management expected to inform the GOI of its
position informally by the end of the following week but that formal Board
decision would probably be taken only toward the end of March. Mr. Finch
stated that Fund assistance might be reduced if the drought emergency proved
to cost less than $200 million or if the U.S. and India were successful in
mobilizing other aid (e.g., shipping) to meet drought-imposed costs. MMr.
Bell observed that such a reduction would mean that any additional drought
emergency aid secured would not provide a net addition to Indian resources.

7. A1l representatives agreed that the Indian situation was serious

and that some type and amount of interim assistance was urgent. There was
difference of opinion as to how much of such relief was needed and how it
could best be provided, and as to the desirability of considering debt re-
scheduling as an interim arrangement removed from the larger balance of
payments picture for 1966/67. The U.S. position, as stated by Mr. Macomber,
was that (a) India will need interim aid in the next several months in order
to plan an import program and that the U.S. has just made a $100 million
non-project loan for this reason; (b) such interim aid is not necessarily
the basis for India to undertake major economic policy reforms; (c) the
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resumption of the dialogue between the Bank and the GOI is urgent; (d) while
some interim aid can be given without elaborate economic data, there is no
evidence that more emergency aid is required, and more information on future
requirements, planned import policies and East bloc debts is needed before
much further aid can be provided; and (e) a general debt rollover is not the
appropriate way to provide emergency aid and should be considered only as
part of a longer-term program accompanied by significant economic policy
changes and by comparable action by other creditors. Mr, Macomber said that
information was also needed on how much foreign exchange is being diverted
to military purchases; why import cuts have exceeded the shortfall in con-
sortium assistance; and how the new U.S. $100 million non-project loan --
which was not expected when the GOIL stated its emergency aid requirements,
and which is three times the amount of principal repayable to the U.S. in
1966/67 -- will affect the exchange picture. AID does not have an alterna-
tive figure for the cost of the emergency but does not believe that the GOL
estimate has been very well documented. The lack of specific information
brings into question the shipping and other emergency costs included in the
Indian estimate. Emergency aid being sought from 23 countries, for example,
would reduce the shipping costs to be covered by India. Mr. Macomber saw
some "psychological" advantage in continuing a "blood transfusion" type of
assistance such as the $50 million U,S. loan for fertilizer in December and
the more recent (February 17) $100 million non-project loan. In this con-
nection, however, the Chairman pointed out that the $150 million of non-project
aid was still less than the level of $2L0 million announced by the U.S. in
April 1965 for commitment during 1966/67 and was in any case intended for
purposes other than the emergency costs under consideration.

8. In response to a query by Dr. Donner, Mr. Macomber indicated that the
U.S. emergency PL L8O foodgrain is considered additive to "normal" consortium
aid, and he hoped that other consortium members would consider their emergency
aid in the same way.

9. Mr. Bell pointed out that while additional infomation would be very
helpful, there cannot be much quarrel with the bleak picture for the 1966/67
import program and exchange position revealed by information already in hand.
What cannot be fully appreciated is the impact of continued shortages of
maintenance imports on Indian production, exports and employment. There is,
in fact, evidence that the $200 million emergency figure is modest. Sir John
Crawford noted that the 88 million tons of foodgrain produced in 196L/65 was
consistent with the long term trend of agricultural production in India and
L, or § million tons of PL 480 foodgrains still had to be imported during that
year. Recent data point to a foodgrain shortage of some 20-30 million tons
in 1965/66 (not counting PL LB0 shipments), considerably more than official
estimates (10-15 million tons). Loss of soil moisture, depletion of reservoir
levels, famine-induced slaughtering of work animals and consumption of seeds,
all a consequence of the present food crisis, suggest that the 1966/67 crop
will also be well below the long-term trend.
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10. Mr. Reid stated that Canada believes that the Indian economic situa-
tion is critical and that emergency assistance from the Fund and from India's
creditors is required. Canada is accordingly prepared to give immediate,
sympathetic consideration to rescheduling debt due between now and the end
of the next fiscal year. Although it is doubtful that both principal and
interest can be rescheduled, Canada is prepared to make arrangements that
would produce the same effects.

E &t £ No conclusions as to the U.K. position could as yet be stated,
according to Mr, Radford, since the U.K. had expected to consider rescheduling
as part of the Fourth Plan assessment, perhaps in terms of a ceiling on

total obligations. Mr. Radford agreed that the figures had been put together
a bit hastily and that there had not been time for a proper evaluation of
India's needs. The U.K. hoped that the remaining consortium members would
be brought into the picture at the next stage. Mr. Radford offered the
following principles concerning the Indian request: (a) debt relief is a
form of aid, and it should be justified by the same types of information

and documentation; (b) each consortium member should take care of its own
debt burden on a comparable basis (i.e., "a parity of sacrifice"); (c)
measures and methods of debt relief should be as uniform as possible; and

(d) relief terms should be as soft as possible. Of the alternative means

of handling debt relief, the U.K. prefers refinancing. Mr. Radford indicated
that subsidiary issues involved in debt rescheduling were (i) the potential
benefit to the Bast bloc (ii) the exd@lusion of commercial credits unless they
had previously been counted as part of consortium assistance, and (iii) the
possible repercussions on other large debtor countries.

b The representative from Japan expressed sympathy for the Indian
problem but said that his Government could reach no conclusions without
more detailed information. He questioned whether Pakistan was not facing
a similar emergency. West Pakistan has suffered from the drought, lir.
Stevenson replied, but far less severely than India, and conditions in
the two countries were quite different. It should be possible to deal
with Pakistan in the usual consortium context. The emergency in India,
however, affects the licensing of maintenance imports, which in turn
affect future economic performance.

13, Dr. Donner stated that it was difficult for his Government to reach
specific conclusions regarding the need for debt relief until better factual
information is available. Bonn is of the opinion that the IMF should be the
first line of defense; consideration of debt then becomes less urgent.
Germany hopes that the Indians will get some relief from the Eastern bloc

as well and believes that the emergency might provide a means of overcoming
resistance to needed policy changes. Dr. Donner thought that Germany would
be willing to participate in a debt relief exercise if the other consortium
members were so disposed. Germany's preferred approach would be new financing
for maintenance imports. Whatever is done should be equitable and should
include the smaller consortium members.
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1. The Indians, it was pointed out, have alleged that East bloc aid
arrangements do not impose debt servicing problems since repayment is in
additional Indian exports. Mr. Bell noted an element of truth in this
explanation, but said that some of these exports could also be sold in
other markets or used in the domestic economy. In response to an earlier
question, Mr. Bell pointed out that, while debt relief would ease India's
budget position, this would not necessarily facilitate repayments of debts
to the East bloc.

15. Mr., Wilson felt that specific action on the debt relief question
would be possible only when Mr. Bell had gathered and transmitted more
detailed information on the Indian economic situation, the amount of foreign
exchange allocated for military purposes, the question of debt relief from
the East bloc, the effects of the new U.S. $100 million loan on the import
program, and the possible size and content of the import program if more
aid for maintenance imports is not forthcoming. Resumption of the meeting
was scheduled for the week of March 20, when such information should be in
hand. The members present were asked to consider the possibility of recon-
vening on March 2, to review any further thinking or developments on the
debt question and to examine the relative equity of the alternative methods
of providing debt relief. '

Attachment.

Cleared with and ce: Mr, G.M. Wilson
Mr, A. Stevenson
Mr. B.R. Bell
Mr, G. Votaw

cc: New Delhi Office
Mr. John Crawford
Miss Mary Copeland
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FR(M: G.M. Wilson February 17, 1966

INDIAN DEBT

Attached is a background note for our discussions on the

Indian debt problem this afternoon at 3 o'clock in the Board

Room.

Distribution:

Executive Directors for: For information:

Canada President

Germany President's Council
Japan

United Kingdom

United States

Director, South Asia Department
Managing Director, IMF
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TNDIAN REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

Background Note

3 i The Goverrnment of India, in the first week of February, simul-
taneously with its request to the IMF, asked that the Bank take the lead
in attempting to arrange relief for India from the debt service payments
due to Consortium Members in the Indian 1966/67 fiscal year. Specifically,
the Government of India asked for assistance to the extent of $200 million
from the IMF, There are $125 million of payments due from India to the
IMF between March and July 1966 ($75 million in March and $50 million in
July). The request to the Bank was for relief with respect to both
principal and interest payments. The Indian authorities calculate that in
fiscal 1966/67 foreign currency payments on debt will total $317 million,
including $181 million on account of principal and $136 million on account
of interest. These estimates are set forth, by creditor, in Table I
attached. They exclude debt service payments due to the East Bloc, so=-
called "Rupee Payments", which are handled via bilateral trade.

2. The Government of India representatives who presented these
requests to the IMF and the Bank in Washington were not in a position at

the time of their visit to present comprehensive and detailed data with
respect to the balance of payments outlook for the coming fiscal year.

They outlined the situation in broad terms and undertook to supply additional
information as quickly as possible.

3. In general terms, the two requests were presented on the basis
of the extraordinary foreign exchange costs imposed by the severe current
drought, super-imposed on an already strained balance of payments and tight
reserve position. The Indian authorities at no point suggested that they
would not be in a position to meet the 1966/67 debt service obligations

or would consider default on any of these obligations. Rather they made
clear that without the requested relief the licensing of so-called maintenance
imports would continue to be severely restricted (as it has been throughout
the fiscal year 1965/66), and would need to be cut even below the level of
1965/66. They indicated, although they did not attempt to quantify, that
the impact on the Indian economy would in this event be severely damaging.
Industrial production would undoubtedly decline sharply, dismissals of
workers would occur, prices would rise, government revenues would fall

and exports would be affected. This would be in the context of a food
shortage which seems destined to become increasingly acute throughout at
least the next year despite heavy shipments of PL 480 grains from the
United States.

L. The Indian suthorities also indicated that the impact of the
reduced licensing of maintenance imports in 1965/66 had not yet been
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seriously felt, because imports of maintenance goods had continued to flow in
on the basis of licensing in earlier periods and because stocks were being
drawn down. The continuous decline in industrial production in recent
months reflected, they believed, some attempt on the part of producers to
husband remaining stocks, the effect of shortages of hydro-electric power
resulting from drought conditions and, in the case of the textile industry,
decline in market demand. They indicated also, however, that they expected
that major effects would begin to be felt in March, since stocks of certain
sssential production materials were Welieved to be down to the L to 6 weeks
level, with no sifnificant replenishment in prospect because of the restric-
ted import licensing in 1965/66.

5. The information at hand does not permit construction of a
prospective foreign exchange budget or balance of payments for the year
1966/67. In rough outline, however, the situation may be indicated by the
following facts. First, virtually all India's imports of equipment and
meterials designed for the axpansion of capacity are financed by project
credits. Maintenance imports are financed out of non-project aid plus

the amount of free foreign exchange earnings left after payments on debt,
defense imports, inescapable payments on invisible account and miscellaneous
government expenses plus or minus changes in foreign exchange reserves.
The category "maintenance imports" as used here includes what the Indian
authorities refer to as bulk commodity imports, especially food (or
freight payments on PL L80 food shipments), petroleum and fertilizers., It
also includes all other imports of production materials, spare and replace-
ment parts for machinery and equipment, and components for use in
manufacturing or assembly operations in India. The data available suggest
that allocations of foreign exchange for imports of the entire category

of maintenance goods may in 1965/66 have been cut significantly below the
levels of the immediately preceding years. If food and fertilizer are
excluded, the remainder of the category appears to have been:cut. séverely.
(Tt should be noted that even in 196L/65 imports of maintenance goods were
by no means adequate to permit operation of existing facilities at full
capacity.)

6. The Indian authorities estimate that the drought will impose an
extra foreign exchange cost of approximately $200 million in 1966/67. The
largest components of this total are freight payments for extra PL L80
shipments, abnormally high rice purchases, additional purchases of raw jute
and reduced exports of oilseeds and several other agricultural commodities.
In addition, on the payment side, debt service obligations, aside from
those to the IMF, may be asmuch as $50 million higher in 1966/67 than

in the current 1965/66 year. Furthermore, $125 million is due to be paid
to the IMF in the period March 1, 1966 to March 1, 1967 whereas there

were net drawings of $125 million from the IMF in the corresponding

1965/66 period. On the receipt side, aside from the drought effects already
cited, no appreciable change in export earnings is anticipated. However,
unutilized commitments of non-project aid are now much smaller than those
which were available a year ago, Although a substantial unutilized or
undisbursed aid commitment remains, only a small part of this is non-
project aid,
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7. Tt seems clear that India's balance of payments needs immediate
relief, especially since the April-September period immediately ahead

is normally a period in which there is an adverse swing in the balance of
payments which is usually redressed by a swing in the opposite direction
in the last half of the fiscal year. The Government of India has for the
past seven months been considering shifts in policy and program. Renewed
discussion of these with the Bank and early resumption of the formulation
of policy and program for the Fourth Plan period is contemplated. The
representatives of the Government of India pointed out, however, that a

new Finance Minister and a new Prime Minister have just taken office.

The Government consequently is not in a position to make quick decisions
with respect to the major issues of policy and program. The representatives
of the Government of India consequently have asked for relief of their
immediately prospective situation in advance of any major policy or program
decisions. In effect, the Govermment of India has asked for limited
emergency assistence which will see India through this interim period of
1966/67. The decision before us is how much assistance of this kind India
needs and in what form it should be given.

B.R. Bell
I.B.R.D.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYMENT OBLIGATIONS, 1966/672

($ million)

Creditor Principal Interest Total
IBRD/IDA L9.6 36.7 86.3
UK 33.0 22.1 55.1
W.Germany 27.0 25.0 52.0
USA 33.3 2L.7 57.9
Japan 16.5 14.2 30.
Canada 5.0 Bt 8.1
Subtotal 16L.2 125.7 290.0
France L.5 3.2 T-T
Ttaly 2.5 1.8 4.3
Netherlands = 0.8 0.8
Austria 1.0 0.7 L7
Belgium i W 0.4 1:1
Switzerland i 5 Tl 2.3
Kuwait 6.7 1.9 8.6
Subtotal 16.5 10.0 26.5
Unidentified 0.1 0.4 0.5
Grand Total 180.8 136.2 317.0

Details may not add to totals due to rounding.
/a  Excludes all "rupee payment" obligations to East Bloc.

Source: Govermment of India
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Mr. Alexander Stevenson February 25, 1966
Benjamin B. King

@l debt “xescheduling
—)

At a meeting yesterday with Messrs. Katz and Baneth on your
memorandum of February 23, we came to the conclusion that we ought to
explore a little more what question people are interested in before we
look for an answer.

I think there are two parts, one soluble and one insoluble.
If you agree, I (or someone) would propose to go to Messrs. Radford,
Reid, Donner and Zagorin with a note in substantially the attached
form and try to smoke out what they mean (if they know).

My own view is that, when it comes to the equity of burden-
sharing, we are in a highly charged political arena: DAC may be the
place for that sort of thing.

BBK:mhh
Attachment

ce: Messrs, Wilson v
Kamarck
Kalmanoff
Katz
Baneth
Votaw



Note

At the meeting on February 17 on the relief of Indian
external debt, reference was made to the relative equity of
the alternative methods of providing debt relief.

There are many aspects to the concept of equity and
the staff of the Bank would like guidance as to what the
representatives of the creditor countries envisaged.

It is possible to break the question of equity into
stages. First, if a given payment due in 1966/7, say $1
million, is postponed and replaced by a schedule of later
repayments of interest and principal, the present worth of
these repayments can be calculated and the net "sacrifice"
80 determined. Except for the question of the discount
rate, this is a simple and non-controversial exercise.

Having quantified the sacrifice in this way for each
ereditor according to the type of relief envisaged, a second
question then may be posed: are the sacrifices then in some
sense "fair"? At this point, many factors could be taken
into account, such as the effect on the balance of payments,
the effect on the budget, the degree to which aid is tied,
the burden of aid worldwide and so forth. There does not
appear to be any technique, which would quantify the burden
in any meaningful way, largely because different weights
would be given to these elements by different people. In
essence, the judgment is a value judgment. If there is any
proposal for overcoming these obstacles, the staff would be
glad to consider it.
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Mr. George D. Woods : 77 a2k y . Be3ppPH
J. Burke Knapp
Fortheoming Lending Program for India - IDA and Bank

During the past 6-9 months we have been sble to get along in

India (and Pakistan) just on the basis of processing what we had
in the mill, but I think the time has come in India at least when
we need to appraise progress and set more definite targets for the
next year.
In view of the importance of IDA to India - and vice versa -
it is necessary at the same time to take at least a preliminary look
at the IDA program for the next fiscal year. This I have done in an
accompanying memorandum - both of these marked "Tentative" in view
of the uncertainties which hang over both India and IDA,
One of the serious problems of programming our lending activities
in India (perhaps more than elsewhere during the last year or two)
is the way projects wax and wane in terms of their readiness for
Bank/IDA action. You know the problems we have had with IISCO and
TISCO, as well as Kothagudem Fertiliser. Some other projects have
had equal vicissitudes. Even now there are considerable uncertainties
as to what projects can actually be brought to the stage of final negoiation
in India during the next few months. However, our best guess at this
time is that we should be able to complete the following operations
by around June 30.
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IDa Million - te
Railways 68
Bangalore water 5
103
BANK
TISCO 55
IIsco 16
Haldia port L3
Punjab flood control 15
Beag equipment ¢
152

How do these figures compare with our past Consortium commitments?
¢ - As pointed out in the atteched memorandum on IDA eperations,
the completion of the two credits listed above would discharge our
IDA pledges to the Indian Comsortium for the period ending March 31, 1966,
and add a further $13 million for the April - June quarter. On the
Bank side, we would still be short by $82 million of the accumulated
unfulfilled Bank pledges to the Comsortium through March 31, 1966
($211 .umﬂa.-l-/ I return to this subject below.

Parenthetically, almost all the sbove operations except IISCO
and TISCO could be shifted back and forth between the Bank and IDA
columns, but the present "mix" comes out about right on the IDA side
and still leaves good room for maneuver on the Bank side.

1/ Note that the $23 million Beas loan does not count toward
Consortium pledges.
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Looking ahead to the next fiscal year, we have already said that 7
on the Bank side we would limit the amount of new loans to the amount of i
repayments being received, i.e. about $50 million. On the IDA side, as set
forth in the attached memorandum on the forthcoming IDA program, we might
have something like $120 million available. We also have two new projects
shaping up for early decision, each on the order of $50-$60 million -
i.e. (a) a propesed $50 million industrial imports loan, which we have been
thinking of doing on the Bank side because it would be quickly disbursed
and could be presented as an off-set against the repayments becoming due to
the Bank in the next fiscal year and (b) a $50-8$60 million telecommunications
project which we have been thinking about for the IDA side since it would
be a follow-up on two previous IDA projects in the telecommunications mu.y

Upon consideration, however, I am inclined to reverse the field here
and do the industrial imports operation on the IDA side while putting the
telecommunications project on the Bank side. The previous industrial import
operations have been done by IDA and I would be reluctant to get the Bank
into this business unless it is necessary. Also the telecommunications
operation would produce relatively quick disbursements (perhaps $25 million
in the next fiscal year), although these would not match repayments so
neatly. But the most important point is that, on the facts, with or without
disbursements on these loans, our total exposure on Bank loans in India will
be on its way up next year and in the following years.

The attached chart shows how the Bank's exposure, measured by the
amount of Bank loans actually disbursed and outstanding (without deduction

1/ We are about to send out an appraisal mission on this project and we
have been told that a loan of up to $100 million might be justified;
however, it seems to me that $50-$60 million on this one project would

be enough.
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for participations and portfolie sales), has evolved in recent years, and
how it would develop in the future on various assumptions. The base line
for future years represents the exposure on the basis of presently out-
standing loans; we then add successive lines showing the addition of
(a) the block of $152 million listed above, (b) a proposed $60 million
telecommmunications loan, and (¢) further loans to discharge the remaining
$82 million of past Bank pledges.

It is first of all striking to note that our exposure has been
stabilized at around $550 million during the last two years and would vary
little during the next three years even if we made no new Bank loans at
all, Clearly this is not a Brazilian situation where we had net repayments
coming due over a period of years and made new loans to produce disbursements
which would maintain our expesure. Actually we fully expected our exposure
in India to build up in recent years, but this failed to happen because
of project ndifficulties. We now expect to break through these difficulties
with the block of $152 million, and this alone will produce a substantial
belated hump in the trend of our exposure, whichwuld be raised somewhat
further by the proposed telecommnication loan.

As for the remaining $82 million back-log, we might well be justified
in washing it out on the grounds that India had had ample oppertunity to
present projects for its wutilization and that circumstances (i.e. India's
creditworthiness) had now substantially changed. Such action would of course
be mueh resented in India and might be criticiszed by some of our fellow
Consortium members. Furthermore, we ourselves want some freedom of maneuver
to support further private sector projects in India e.g. fertilizer plants,
ICICI, ete.l/, which would not be suitable for IDA fimncing. Bven loans

Incidentally I would consider that straight loans by IFC (or for Ll:t
that matter guarantee operations by the Bank or IFC) should count toward
our Consortium pledges.
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of the full $82 million would leave our total exposure in India below
$800 million. I would recommend, therefore, that we acknowledge some
degree of obligation on this back-log, but inform the Indians that we plan
henceforth to reserve this margin of lending for private sector projects.

We would still have some IDA fands available for public sector
lending during the next fiscal year - around $70 million if we allocated
a total of $120 million to India and used $50 million for industrial imports.
The Indians will undoubtedly press us to put more into the financing of
industrial imports, but I would resist this and seek additional IDA projects
in such fields as agriculture and transpertation.
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OFFICE MEMORANDUM

TO: Mr. Geoffrey M. Wilson C{\!\M DATE: February 25, 1966

(2 P2 li!m

FROM: B.R. Bell \ ) ([

sUBJECT: IMF Meeting on Indian Request for $200 million Drawing, February 21i/1§66

]
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w6

In Attendance: Mr. Pierre-Paul Schweitzer
Mr. Frank Southard
Mr. William Dale, United States
Mr. Andre van Csmpenhout, Austria, Belgium
Mr. Douglas Wass, United Kingdom
Mr. Rene Larre, France
Mr., Patrick Reid, Canada
Mr. Gengo Suzuki, Japan
Mr. Horst Ungerer, Germany
Mr. Henk Vandewalk, Netherlands
Mr. Tun Thin and other IMF staff members
Mr. B.R. Bell, IBRD

Summary

No action was taken or agreed on. This was a preliminary discussion in
which the directors expressed their govermments' preliminary views on the action
which the IMF should take in response to the Indian request. The management and
31l the directors present indicated that they favored permitting a drawing by
India, but the absence of enthusiasm on the part of all the directors was notable.
The amounts suggested ranged from $125 million to $187.5 million. The repayment
periods suggested varied from 1 year to 3 to 5 years. The lack of enthusiasm
stemmed from the unanimous agreement that a drawing unaccompanied by an agreed
program of remediasl action was outside the bounds of "normal" Fund action, and
that such a program was essential at the earliest possible date. The consensus
was that the Fund's policy integrity should be preserved by clear public
indication that the action taken by the Fund was an unusual one, justified solely
by the drought emergency situation. This indication, it was argued, should be
emphasized by selection of an unusual amount (rather than 2 whole tranche of
$187.5 million) and by provision for repayment in an unusually short period
(perhaps 2 years). The short repayment period was conceived also as a means of
exerting pressure on India to develop a program of action which could be agreed
with the Fund. My guess is that there will eventually be agreement on an amount
of $150 million to $175 million to be repaid in 2 years, although I believe the
Management will continue to strive for the $187.5 figure.

Individual Positions and Points made in Discussion

L Mr. Schweitzer opened the discussion by stating that there was no
possibility at this time of a "normal program" which would involve commitments
on the part of the GOI. There was, however, a case for "emergency action',
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justified by the special foreign exchange costs imposed on India by the drought.
He suggested that a drawing be approved in the amount of $187.5 million, equal
to a single tranche under India's enlarged $750 million quota. He asked for an
indication of the preliminary reaction of the govermments' representatives.

24 The US representative stated that it was the US view that it was
"preferable to limit the drawing to $125 million at this time", this amount to
be repaid in 3 to 5 years.

3. The United Kingdom representative said that tentatively the UK regarded
a tranche of $187.5 million as the upper limit, that the amount of $125 million
was not advisable because it would sppear to be simply a rolling over of India's
immediate debt to the Fund, and that $150 million might be about right, or less,
if the costs of the drought turned out to be less than $200 million. The UK,

he said, thought 3 to 5 years for re-purchase was too long 2 period, that it
ought to be shorter to emphasize that the drawing was approved solely in response
to an unusual emergency, and that 1 year or at most 18 months was long enough.

L. The representative of Austria and Belgium emphasized that it was difficult
to find a way to take the requested action in line with Fund policy. He preferred
simply a postponement of the repayment of $125 million, but might be persuaded

to approve $150 million. He also favored repayment in a short period in order

to put pressure on the GOI to produce a program of action. He would in fact

favor, as a condition to the drawing, a commitment from the GOI with respect to

the time at which it would enter into discussions of a program with the IMF.

5. The Canadian representative indicated that Canada's position was much
like that of the UK in their distaste for a drawing unaccompanied by a program,
but that they would favor the amount of $187.5 million repayable in a period
of less than 3 years in order to stress the emergency nature of the action.

6. The Japanese representatives said that Japan's position was not yet
clear, that they were willing to go along with the other countries, but had
some very basic doubts. He made other extended comments the purport of which
escaped me.

T The French representative said that the French Govermment felt that
the closer they could stick to $125 million of refinancing the better.

8. The Netherlands representstive said that they would like any action
taken at this time clearly to contemplate an early Indian program of action.
He also expressed doubts regarding the Indian estimates of the drought costs.

9. The German representative suggested a repayment period not exceeding
18 months, a willingness to go as high as a single tranche, but with a lesser
amount if the costs of the drought should be lower than now estimated by the
GOI.
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10. In discussion following the initial statements by each director, questions
were asked with regard to the staff estimates of the costs of the drought. Tun Thin
indicated that the staff estimate was $208 million, including $108 million on
account of additional freight costs on PL 180 shipments, $L0O million for purchases
of raw jute, $30 million for purchases of rice and $30 million representing the

loss of minor agricultural exports.

11 In the discussion the consensus was (a) that an Indian program of action
was needed at the earliest possible moment, (b) that although a special emergency
arrangement was needed at this time, the amount and repayment period should be
severely limited in order to keep pressure on the Government of India to come

up with a remedial program and (c) that if and when a satisfactory GOI program was
agreed upon new arrangements could be made between the Fund and the GOI.

12, Mr. Schweitzer concluded the discussion by making the following points:

(a) that of course he was worried about an exchange transaction which
did not mean Fund standards

(b) that only emergency financing was contemplated and this in response
to a situation over which the GOI had no control

(¢) that he hoped that the Fund would be involved at a later date with
an Indian program which would include action on liberalization of
imports, the exchange rate, etc., and that he had every reason to
be confident that future relations with India would be constructive.

(d) that he had some hesitation about applying too much pressure at this
time, because the Indians claimed that they needed the appearance of
an independent decision on which no outside pressure had been
exerted.

(e) that he did not believe they should restrict the drawing to
$125 million if the emergency need was greater, although he did
agree that the upper limit should be one tranche,

(£f) that he favored allowing more than 1 year for repayment

(g) that "he had worked on them as much as possible for one afternoon"

and that the discussion would be resumed at a later date after
more information had been received from India.

CC:Messrs Woods, Stevenson

BB:rh
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TO: Mr. Wils DATE: February 2L, 1966
V
FROM: Alexander Stevenson
SUBJECT: Indian Debt P

Following my conversation with you this morning I informed
the participants in the February 17 meeting (or their offices) that
the meeting suggested for March 2 to discuss how the Indian debt
problem might be tackled would not be held, Mr. Macomber said he was

"pleased" and Mr. Finch said he thought the decision wise.

cc: Mr. Bell
Mr. Kamarck
Mr. Votaw

AS/uz



Miss D. Hedlay February 23, 1966
§. Stanley Kats
INDIA - Exbornal Deb Deporte

1. I aa transmitting the reports listed below along with
of the transmittal memorandus dated February 16, 1966 from Mr, K.S,
Sundara fajan,

I. Form 'C!

(1) Exim Bank Credit Heo., 2231 for $3.340 millieon to
Mesers, Herdillia Chemicals Ltd,, dated December 16, 1965.

(2) USA (AID) Pertiliser Commodity Lean 1966 for $50 million
dated January L, 1966.

(3) UE-India non-project Loan 1965 for &b million
dated December 20, 1965

II. Ferm 'D'
(1) Third Polish Credit dated January 25, 1965.

88 oL Loan Teanonts.,

i) UR-India non-project Loan 1965 for & millicn
dated December 20, 1965.

ii) Fourth Credit between Ooverrment of India and the
Austrian Federal Government for $4 million
“mu.m.

414) Additionsl Duteh Credit Agreement of &6,500,000
dated December 16, 1965,




My, 1.8, Frigdusan February 23, 1966

1. As you know, the Government of Indis has requested consideration
of emergenay debt relief for the Indian fiseal year 1966/67 in cenjunc-
tion with further assistance from the IAF, An informal meeting of the
aajor Indian ereditors was held on February 17 %o consider this question.

. During the meeting, questions were raised as to the alternatives
available for providing debt relief, particularly with respect to securing
umh:lnﬂﬂuﬂﬁmm“m, f.0., "a parity of

3. Tids subject is to be discussed in a meeting of major consortiua
members on Harch 2, and Mr, Wilsen suggested that a Bank paper would be

valent te amounts being repaid., The possibility of relief from interest
precluded and should be part of an examination of equity.

a) tersms and conditions of the new relief
b) terms and conditions of the existing loans/ecredits which are
to be extended;

6. A second question was reised with respect to cousortium creditor
equity vis-as¥ls the Sastern bloc (which has provided credits repayable
in exports). How commensurate relief from such repayments could be
arsanged is also of interest to the consortium uembers.



DRAFT
AStevenson/uz
February 21, 1966

No statements should be volunteered to the press about recent
discussions on India. If press representatives ask either about these
or about the question of debt rescheduling, they should be told that
the Bank as the leader of the Indian consortium and as a major creditor
and provider of aid for Indian development is constantly in touch with
the Government of India and other interested parties on significant
features of the Indian economic and financial situation. India is in
a very difficult position just now for reasons that are well known
(drought, restriction of aid, etc.) and it would be natural that at
such a time there should be discussions about these matters.

If someone raises the question of a consortium meeting, the
answer should be that there are no firm plans for a meeting and that
India's revised draft of a Fourth Five-Year Plan is not expected
to be available for study until July. As always, however, the normal
consultation goes on among those parties interested in Indian

development.

Cleared with and cc to: Messrs. Bell
Graves
Votaw



February 21, 1966

G. B. Votaw
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Mr, B. R, Ml, e, 8. Katz, New Delhi Office
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Form No. 57

TO:

FROM:

SUBJECT:

AS/uz

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR | INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION \/
OFFICE MEMORANDUM
Files /V DATE: February 21, 1966

Alexander Stevenson J

Indian Debt

Following the meeting of February 17, 1966 with representatives
from Canada, Germany, Japan, United Kingdom, and United States on the
above subject, Mr. Wilson saw the representatives (i.e. Messrs. Lieftinck,
van Campenhout, Malaplate, Haushofer, and Gianani) of the other members
of the Indian consortium and gave them an account of the meeting together
with copies of the papers. In view of the emergency situation described
in the papers the Government of India had asked the major creditors for
relief from debt payments due in 1966/67. He hoped that if the major
creditors were prepared to consider appropriate relief, the others would
also be prepared to take similar action. He told them further that the
Bank would not be prepared to consider rescheduling of either principal
or interest on its loans, but would be prepared to make a long-term loan
of $50 million (approximately the amount of repayments due to the Bank in
1966/67) with a five-year grace period, which would be quickly disbursed
and would be similar to the industrial imports credits made by IDA in
196l and 1965.

He said further that the fourth Five-Year Plan would not be ready
until July. It would then have to be appraised and one could therefore
not visualize a consortium meeting before the fourth quarter of 1966,
by which time he would hope that the Government of India would have taken
the economic policy decisions urged on them by the Bank.

In describing the 17 February meeting he said he thought there
was general acceptance around the table that emergency aid was probably
needed, although the individual countries' positions had varied somewhat.
The U.S. had taken the position that with the recently announced loans
of $50 million and $100 million for fertilizers and non-project aid
respectively, and with the assistance expected from the Fund, India pro-
bably had enough to see her through. Other countries had appeared in-
clined to accept the need for emergency aid, but there was some reluctance
to relate it to debt payments. All felt that before reaching a decision
they would have to know more about the Indian import program and the
probable consequences of India's not getting the additional emergency
assistance for which she was asking. They also wished to know (a) whether
India's present payments difficulty was in any way related to increased
military expenditures abroad and (b) what the Government of India was
going to do about the payments due on East bloc credits in 1966/67.

Mr. Bell (who would be going to India immediately after the budget,
February 28) would endeavor to get the information required and when he
had done so, Mr. Wilson said, he would convene a meeting of the consortium
members.

v
cc: Mr. Wilson, Mr. Bell, Mr. Votaw
Cleared with Mr. Wilson



February 18, 1966

Dear Mr. White: &

This is just to acknowledge receipt of your mono-
graphs on Japanese and German aid which came today. I
shall read them with great interest and hope to have a
chance of discussing these matters with you sometime
again before too long.

Yours sincerely,

Alexander Stevenson

South Asia Department

Mr. John White

Research Officer

Overseas Deve
Institute Ltd.

ﬂ&j} 160 Piccadilly
_ London W. 1, England

AS/uz
IBRD soc
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FROM: G. M. Wilson February 17, 1966

INDIAN DEBT

Reference is made to Table I attached to the "Background Note"
distributed earlier today. The Government of India has cabled slightly
revised estimates of India's debt repayment obligations to five principal
creditors; these are reproduced in Table Ib attached hereto. As the
summary (Table Ia) indicates, the revised data involve minor adjustments
in the individual country estimates but do not significantly alter the
total.

Distribution:
Executive Directors for: For information:
Canada President
Germany President's Council
Japan

United Kingdom
United States

Director, South Asia Department
Managing Director, IMF



TABLE Ia: INDIA'S DEBT REPAYMENT OBLIGATIONS 1966/67
SUMMARY FOR FIVE ORIGINAL MEMBERS OF THE
CONSORTIUM AND BANK/IDA (REVISED)

($ million)

Creditor Principal Interest Total
IBRD/IDA L9.6 36.7 86.3
U. K, 33.0 23.1 56.1
W. Germany 25.6 23.5 L9.1
U. S« Ao 3h.2 27.2 61.L
Japan 16.5 13.9 30.4
Canada _5.1 _2.5 _1.6

TOTAL, six creditors 164.0 126.9 290.9

|

Source: Government of India (cable received February 16, 1966)



TABLE Ib: INDIA'S DEBT SERVICE OBLIGATIONS DURING 1966/67

(Revised, for Five Original Members of the Consortium)

(In millions of dollars)

April-September 1966 October 1966-March 1967
Country

Principal Interest Principal Interest

Ue B 21.53 11.L47 11.51 11.57
Germany 14.93 11.21 10.69 12.31
U. S, A., subtotal 16.96 13.33 31:20 13.91
A.,1.D. - L.28 - L.89
Exim. 14.92 8.61 15,16 8.62
Commercial banks 2.04 0.LhL 2.04 0.40
Japan, subtotal 5.96 6.82 10.5L 7.10
Yen credit 3.LL 0 8.02 6.07
Kiriburu and textiles 2.52 1.11 2.52 1.03
Canada, subtotal 0.36 0.86 L.71 1.60
Wheat loan - - L.35 0.23
EGIC 0.36 0.86 0.36 1.2
Development loan - - ~ 0.13

Source: Government of India (cable received February 16, 1966)
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FR(M: G.M. Wilson February 17, 1966

INDIAN DEBT

Attached is a background note for our discussions on the

Indian debt problem this afternoon at 3 o'clock in the Board

Room.

Distribution:

For information:

Executive Directors for:

Canada President
Germany President's Council
Japan

United Kingdom
United States

Director, South Asia Department
Managing Director, IMF
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INDIAN REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

Background Note

1. The Goverrnment of India, in the first week of February, simul-
taneously with its request to the IMF, asked that the Bank take the lead
in attempting to arrange relief for India from the debt service payments
due to Consortium Members in the Indian 1966/67 fiscal year. Specifically,
the Government of India asked for assistance to the extent of $200 million
from the IMF, There are $125 million of payments due from India to the
IMF between March and July 1966 ($75 million in March and $50 million in
July). The request to the Bank was for relief with respect to both
principal and interest payments. The Indian authorities calculate that in
fiscal 1966/67 foreign currency payments on debt will total $317 million,
including $181 million on account of principal and $136 million on account
of interest. These estimates are set forth, by creditor, in Table I
attached. They exclude debt service payments due to the East Bloc, so-
called "Rupee Payments", which are handled via bilateral trade.

2. The Government of India representatives who presented these
requests to the IMF and the Bank in Washington were not in a position at

the time of their visit to present comprehensive and detailed data with
respect to the balance of payments outlook for the coming fiscal year.

They outlined the situation in broad terms and undertook to supply additional
information as quickly as possible.

3 In general terms, the two requests were presented on the basis
of the extraordinary foreign exchange costs imposed by the severe current
drought, super-imposed on an already strained balance of payments and tight
reserve position. The Indian authorities at no point suggested that they
would not be in a position to meet the 1966/67 debt service obligations

or would consider default on any of these obligations. Rather they made
clear that without the requested relief the licensing of so-called maintenance
imports would continue to be severely restricted (as it has been throughout
the fiscal year 1965/66), and would need to be cut even below the level of
1965/66. They indicated, although they did not attempt to quantify, that
the impact on the Indian economy would in this event be severely damaging.
Industrial production would undoubtedly decline sharply, dismissals of
workers would occur, prices would rise, goverrnment revenues would fall

and exports would be affected. This would be in the context of a food
shortage which seems destined to become increasingly acute throughout at
least the next year despite heavy shipments of PL L8O grains from the
United States.

L. The Indian authorities also indicated that the impact of the
reduced licensing of maintenance imports in 1965/66 had not yet been
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seriously felt, because imports of maintenance goods had continued to flow in
on the basis of licensing in earlier periods and because stocks were being
drawn down. The continuous decline in industrial production in recent
months reflected, they believed, some attempt on the part of producers to
husband remaining stocks, the effect of shortages of hydro-electric power
resulting from drought conditions and, in the case of the textile industry,
decline in market demand. They indicated also, however, that they expected
that major effects would begin to be felt in March, since stocks of certain
gssential production materials were Welieved to be down to the L to 6 weeks
level, with no sifnificant replenishment in prospect because of the restric-
ted import licensing in 1965/66.

5. The information at hand does not permit construction of a
prospective foreign exchange budget or balance of payments for the year
1966/67. In rough outline, however, the situation may be indicated by the
following facts, First, virtually all India's imports of equipment and
meterials designed for the expansion of capacity are financed by project
credits. Maintenance imports are financed out of non-project aid plus

the amount of free foreign exchange earnings left after payments on debt,
defense imports, inescapable payments on invisible account and miscellaneous
government expenses plus or minus changes in foreign exchange reserves.
The category "maintenance imports" as used here includes what the Indian
authorities refer to as bulk commodity imports, especially food (or
freight payments on PL L80 food shipments), petroleum and fertilizers. It
also includes all other imports of production materials, spare and replace-
ment parts for machinery and equipment, and components for use in
manufacturing or assembly operations in India. The data available suggest
that allocations of foreign exchange for imports of the entire category

of maintenance goods may in 1965/66 have been cut significantly below the
levels of the immediately preceding years. If food and fertilizer are
excluded, the remainder of the category appears to have been: cut. séverely.
(It should be noted that even in 196L/65 imports of maintenance goods were
by no means adequate to permit operation of existing facilities at full
capacity.)

6. The Indian authorities estimate that the drought will impose an
extra foreign exchange cost of approximately $200 million in 1966/67. The
largest components of this total are freight payments for extra PL 180
shipments, abnormally high rice purchases, additional purchases of raw jute
and reduced exparts of oilseeds and several other agricultural commodities.
In addition, on the payment side, debt service obligations, aside from
those to the INMF, may be asmuch as $50 million higher in 1966/67 than

in the current 1965/66 year, Furthermore, $125 million is due to be paid
to the IMF in the period March 1, 1966 to March 1, 1967 whereas there

were net drawings of $125 million from the IMF in the corresponding

1965/66 pericd. On the receipt side, aside from the drought effects already
cited, no appreciable change in export earnings is anticipated. However,
unutilized commitments of non-project aid are now much smaller than those
which were available a year ago. Although a substantial unutilized or
undisbursed aid commitment remains, only a small part of this is non-
project aid.
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T Tt seems clear that India's balance of payments needs immediate
relief, especially since the April-September period immediately ahead

is normally a period in which there is an adverse swing in the balance of
payments which is usually redressed by a swing in the opposite direction
in the last half of the fiscal year. The Govermment of Indi~ has for the
past seven months been considering shifts in policy and progrem. Renewed
discussion of these with the Bank and early resumption of ths formulation
of policy and program for the Fourth Plan period is contemplated. The
representatives of the Government of India pointed out, however, that a

new Finance Minister and a new Prime Minister have just taken office.

The Government consequently is not in a position to make quick decisions
with respect to the major issues of policy and program. The representatives
of the Government of India consequently have asked for relief of their
immediately prospective situation in advance of any major policy or program
decisions. In effect, the Government of India has asked for limited
emergency assistance which will see India through this interim period of
1966/67. The decision before us is how much assistance of this kind India
needs and in what form it should be given.

B.R, Bell
I.B.RlD.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYMENT OBLIGATIONS, 1966/67Z2

($ million)

Creditor Principal Interest Total
IBRD/IDA 9.6 36.7 86.3
UK 33.0 22.1 55.1
W.Germany 27.0 25.0 52.0
USA 33.3 2L.7 57.9
Japan 16.5 14.2 30.7
Canada 5.0 3.3 8.1

Subtotal 164.2 125.7 290.0
France L.5 3.2 Tad
Italy 2.5 1.8 L.3
Netherlands - 0.8 0.8
Austria 1.0 0.7 5
Belgium 0.7 0.4 $.1
Switzerland " [ | 1.2 23
Kuwait 6.7 1.9 8.6

Subtotal 16.5 10.0 26.5
Unidentified 0.1 0.4 0.5

Grand Total 180.8 136.2 317.0

Details may not add to totals due to rounding.
/a  Excludes all "rupee payment" obligations to East Bloc.

Source: Govermment of India
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FROM: G. M. Wilson February 16, 1966

INDIAN DEBT

Attached is a background note for our discussions on the

Indian debt problem, February 17, 1966, at 3 p.m. in Room k6.

Distribution: For information:

President

Executive Directors for:
President'!s Council

Canada
Germany

Japan
United Kingdom
United States

Director, South Asia Department
Managing Director, IMF
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Background Note
5 A The Government of India, in the first week of February, simul- ;

taneously with its request to the IMF, asked that the Bank take the lead
in attempting to arrange relief for India from the debt service payments
due to Consortium Members in the Indian 1966/67 fiscal year. Specifically,
the Government of India asked for assistance to the extent of $200 million
from the IMF., There are $125 million of payments due from India to the
IMF between March and July 1966 ($75 million in March and $50 million in
July). The request to the Bank was for relief with respect to both
principal and interest payments. The Indian authorities calculate that in
fiscal 1966/67 foreign currency payments on debt will total $317 million,
including $181 million on account of principal and $136 million on account
of interest. These estimates are set forth, by creditor, in Table I
attached. They exclude debt service payments due to the East Bloc, so-
called "Rupee Payments", which are handled via bilateral trade.

2. The Government of India representatives who presented these
requests to the IMF and the Bank in Washington were not in a position at

the time of their visit to present comprehensive and detailed data with
respect to the balance of payments outlook for the coming fiscal year.

They outlined the situation in broad terms and undertook to supply additional
information as quickly as possible.

3. In general terms, the two requests were presented on the basis
of the extraordinary foreign exchange costs imposed by the severe current
drought, super-imposed on an already strained balance of payments and tight
reserve position. The Indian authorities at no point suggested that they
would not be in a position to meet the 1966/67 debt service obligations

or would consider default on any of these obligations. Rather they made
clear that without the requested relief the licensing of so-called maintenance
imports would continue to be severely restricted (as it has been throughout
the fiscal year 1965/66), and would need to be cut even below the level of
1965/66. They indicated, although they did not attempt to quantify, that
the impact on the Indian economy would in this event be severely damaging.
Industrial production would undoubtedly decline sharply, dismissals of
workers would occur, prices would rise, government revenues would fall

and exports would be affected. This would be in the context of a food
shortage which seems destined to become increasingly acute throughout at
least the next year despite heavy shipments of PL 480 grains from the
United States.

L. The Indian authorities also indicated that the impact of the
reduced licensing of maintenance imports in 1965/66 had not yet been
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seriously felt, because imports of maintenance goods had continued to flow in
on the basis of licensing in earlier periods and because stocks were being
drawn down. The continuous decline in industrial production in recent
months reflected, they believed, some attempt on the part of producers to
husband remaining stocks, the effect of shortages of hydro-electric power
resulting from drought conditions and, in the case of the textile industry,
decline in market demand. They indicated also, however, that they expected
that major effects would begin to be felt in March, since stocks of certain
essential production materials were believed to be down to the L to 6 weeks
level, with no significant replenishment in prospect because of the restric-
ted import licensing in 1965/66.

5. The information at hand does not permit construction of a
prospective foreign exchange budget or balance of payments for the year
1966/67. In rough outline, however, the situation may be indicated by the
following facts. First, virtually all India's imports of equipment and
materials designed for the expansion of capacity are financed by project
credits. Maintenance imports are financed out of non-project aid plus

the amount of free foreign exchange earnings left after payments on debt,
defense imports, inescapable payments on invisible account and miscellaneous
government expenses plus or minus changes in foreign exchange reserves.

The categroy "maintenance imports" as used here includes what the Indian
authorities refer to as bulk commodity imports, especially food (or
freight payments on PL 480 food shipments), petroleum and fertilizers. It
also includes all other imports of production materials, spare and replace-
ment parts for machinery and equipment, and components for use in
manufacturing or assembly operations in India. The data available suggest
that allocations of foreign exchange for imports of the entire category

of maintenance goods may in 1965/66 have been cut approximately 30 percent
or perhaps $300 to $400 million below the levels of the immediately
preceding years. If food and fertilizer are excluded, the remainder of the
categroy may have been cut by almost 50 percent. (It should be noted that
even in 196L/65 imports of maintenance goods were by no means adequate to
permit operation of existing facilities at full capacity.)

é. The Indian authorities estimate that the drought will impose an
extra foreign exchange cost of approximately $200 million in 1966/67. The
largest components of this total are freight payments for extra PL 480
shipments, abnormally high rice purchases, additional purchases of raw jute
and reduced exports of oilseeds and several other agricultural commodities.
In addition, on the payment side, debt service obligations, aside from
those to the IMF, will be approximately $50 million higher in 1966/67 than
in the current 1965/66 year. Furthermore, $125 million is due to be paid
to the IMF in the period March 1, 1966 to March 1, 1967 whereas there

were net drawings of $125 million from the IMF in the corresponding

1965/66 period. On the receipt side, aside from the drought effects already

cited, no appreciable change in export earnings is anticipated. However,

unutilized commitments of non-project aid are now much smaller than those

which were available a year ago. Although a substantial unutilized or

gidisbursed aid commitment remains, only a small part of this is non-project
d.



DECLASSIFIED

AUG 2 7 2013
WBG ARCHIVES CONFIDENTIAL
- 3 -
7. It seems clear that India's balance of payments needs immediate

relief, especially since the April-September period immediately ahead

is normally a period in which there is an adverse swing in the balance of
payments which is usually redressed by a swing in the opposite direction
in the last half of the fiscal year. The Govermment of India has for the
past seven months been considering shifts in policy and program. Renewed
discussion of these with the Bank and early resumption of the formulation
of policy and program for the Fourth Plan period is contemplated. The
representatives of the Government of India pointed out, however, that a

new Finance Minister and a new Prime Minister have just taken office.

The Government consequently is not in a position to make quick decisions
with respect to the major issues of policy and program. The representatives
of the Government of India consequently have asked for relief of their
immediately prospective situation in advance of any major policy or program
decisions. In effect, the Govermnment of India has asked for limited
emergency assistance which will see India through this interim period of
1966/67. The decision before us is how much assistance of this kind India
needs and in what form it should be given.

B.R. Bell
I.B.R.D.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYMENT OBLIGATIONS, 1966/6Z£a

($ million)

Creditor Principal Interest
IBRD/IDA 49.6 36.7
UK 33.0 22.1
W.Germany 27.0 25.0
USA 33.3 2l.7
Japan 16.5 14.2
Canada 5.0 3.1,

Subtotal 164.2 125.7
France L.5 3.2
Ttaly 2.5 1.8
Netherlands - 0.8
Austria 2.0 0.7
Belgium 0.7 0.4
Switzerland 1.3 1.2
Kuwait 6.7 149

Subtotal 16.5 10.0
Unidentified 0.1 0.4

Grand Total 180.8 136.2
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Details may not add to totals due to rounding.
/a  Excludes all "rupee payment" obligations to East Bloc.

Source: Govermment of India
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of course, not counted under the consortium. Only $65 million remains to be
conmitted from IDA. But even if Bangalore requires a full $35 million - and
anything above $25 million is uncertain - we would not be going as far beyond
the amount already announced through the consortium as has been customary in
recent years for the April/June quarter.

S5« The Telecommnications III proposal has not been given much attention
previously - for example, it has not appeared in the Monthly Operational Summary.
The India program has had so many slow starters in past reports that I now prefer
to begin listing prospects only when they are well advanced toward appraisal.

P&T has proven to be an efficient, progressive and cooperative borrower. The
proposed expansion is of undoubted priority and cannot be divided easily into
smaller pieces. The required $94 million would disburse relatively quickly, i.e.
within 30 months. We may well have to make a decision whether or not to send an
appraisal mission within a few weeks, since word is expected shortly on the
implementation of accounting reforms - an issue which India knows it must resolve
before we can consider further lending to P&T.

6. You may be surprised to find three hardy peremnials missing from this
list of projects considered likely to ripen before June 30: (a) Koyna III is
still being reconsidered by Govermment; if resubmitted it would probably include
a substantial portion of locally manufactured equipment and would therefore have
to be reappraised. (b) Kothagudem Fertiliser may be dropped by Allied Chemicals
or expanded into a much larger unit. If the project goes forward, new local
partners may have to be found and it is unlikely that many loose ends can be tied
up quickly. (e) Caleutta III cannot be appraised until some of the major issues
affecting Haldia have been dealt with (e.g., such questions as accounting,
procurement and management).

7. There is no provision above for the suggested $50 million industrial
imports loan.. A decision regarding that proposal depends on arrangements for
debt rescheduling, which are still far from settled. In any case, as I understand
it, this would be a new commitment over and above amounts previously indicated
to India.

8. As soon as possible we should give the Ministry of Finance some
indication regarding the prospects for a third industrial imperts credit.
Govermment representatives have expressed hope that, at least in 1966, such
lending will continue. By April or May, industries participating in the earlier
credits will need some indication from Government of the likely level of licensing
in 1966/67. To delay informing industry will risk further reduction (or interruption)
of industrial production. On two or three ocecasions when the subject has been
broached informally by the Indians, we have responded that a third credit can only
be considered as part of Fourth Plan assistance, after effective action on issues
raised in the Bell report, and if the prospects for IDA replenishment are favorable.
We still consider the industrial imports project a most effective form of aid teo
India in present circumstances, but find it hard to contemplate a third $90-100
million credit without some resolution of issues connected with the present system
of exchange and import controls and a more certain outlook for IDA. If a third
eredit cannot be considered this year, the sooner we inform India, the better.



9. All of the projeects mentioned above (and several other proposals
that are not yet anywhere near ready for appraisal) are an inheritance - some
going back many years. We expect to reconsider the entire lending program te
India afber the Fourth Plan has been appraised and the replenishment of IDA is
assured. New departures in such fields as agricultural credit and highway
transport may then be appropriate; provision would also be made for further
assistance to ICICI and private sector industries. However, it would be premature
to discuss these possibilities in any detail at the present time.

ce: New Delhi Office

GBVotaw/AStevensons:pd



Hr. Aoexander Stevenson (through 0. Votaw) February 16, 1966
2, Stanley Kats
Parls Club and elated Creditor-Uroup Arrsngeacut

1. mmm-,“mmmnmumm
rescheduling of ‘s dedbt, set the general approach to debt

store the dabtor country's external [inancial tion,
subsequent Club meetings have been (or are expected to be) necessary
for further rescheduling operations,

2. Joini creditor agresnenis to reschedule have invariably beenm

mt.mmm&&m Since

rescheduling has most often been & coasequence of too much supplier

credit, debtor undertakings have usually involved agreement on a
for new short-ters external indebtedness (coupled with sound
fiscal policdes).

3. The individusl Clubs embrace the principil (and sometimes the
m:mmaw in question. GSome countries belong

:.“ hescheduling formlae employed se far have involved variations

(a)muluumd' ereditors (in seome oases,
g or 6 participate smaller debts to smaller tors

m umm):
(b) the period within which maturing debts are to be reschedulad;

(c) the grace period sllowsd bafore repsyment of rescheduled debt
payments is to commence; and

(d) the number of years over which the postponed prineipal payments
are to be repaid,
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London, February 15. The World Bank™ has recommended the
devaluation of the Indian rupee. This recommendation was made
in a commmication to the Indian Govermment last November, the
contents of which were never made public but gradually leaked
out. It has given rise to a heated debate in India.

Many people believe that devaluation will invalidate all
calculations, encourage inflation and spread
boring countries such as Pakistan and Ceylon. Others incline to
the opinion that a devaluation of the
m.mmtituutmumm-mnmum
than as an enforced measure.

of a devaluation, and both the Bank and the American Govermment
have apparently announced that no further help will be given
until India has made drastic changes in its economic policy,
including the devaluation of the rupee.

#T,N, Presumably the IMF is intended.

TRANSLATION SECTION 366/66
Translated From: Norwegians 3/1/66 By: JBijn




AID INDIA CIUB - Movement 2d and 34 quarters 1965

224l
& \')/

/-{/L-

Number according
to previous
prospects.

Supplying firm, Commi tments from April 1, lﬁ
authorization no., Total value Value of supply Quota of credit
description of supply of supply less quota in pledged net of
& Indian recipient. S rupee:. advances.

$ $

Di sburgements

2nd quarter 3rd quarter
1965 R 1965

PROMOTER (and other
associates) V/543719
HMaterials for an aluminum
plant to Madras Alluminium
Lm-

SNAM - V/6L48613

0il drilling in Uttar
Pradesh for 0il and
Natural Gas Commission

SNAM - V/5L2019

System of oil 2nd gas
pipelines in the Guyarat
déstrict for 011 and Natural
Cas Commission.

SNAM - V/542793
Drilling-wéllsin Punjat for
0il and Natural Gas
Commission.

SNAM - V/Shkhlll
0il pipeline in Assam for
Indian Refineries.

313.800 68,638

262,477 124.000

h2h.301 67.882

211.355 213.390

1,179.408 278.217



17 ITAIVISCOSA EASTERN TRADING
V/14L001 - Plant to produce
Iilion to Cujarat Polyamides

20 OLIVETTI - V/1L5522
Plant to manufacture teleprinters
to Hindustan Teleprinters Litd.

22 BREDA FUCINE - V/1LL191
Rock drills, core tests etc.
for 611 and Natural Cas
Commission.

23 BREDA FUCINE - V/1L5607
Steel materials for cement
plant to Associated Cement
Companies.

24 SHAM - V/11,3818 -
Drilling wells in Cambay for
0il and Natural Gas Commission.

25 IIMA - W/1L67h2
wool-washing plants for the
Raymond Woollen Mills Ltd.,
Bombay .

26 SELENIA - 1/553719
Bew radar for the Govermment
Meteorological Department of
India.

6,671.052 6,671.052
) (1)

# (1) Aimounts corrected from previous indications following changes in authorizations.

5’6?0-391‘
(1)

323.297

284.2L8

257.726



27

28

29

31

32

CERETTT & TANFANI - V/1L42858 309.Lh62 309.k62
Three traveling cranes for (1) (1)
Associated Cement Companies.

DAIMINE - V/1L1186

2500 tons steel pipes for
0il & Natural Gas Commission
of New Delhi under contract
September 26, 196lL.

NUOVO PIGNONE - V/LL5100
Petroleum processing plant
for 011 and Natural Gas
Commi ssion under contract of
December 15, 1964

« L. TAGLIAFERRI & C.
v 169 - An electric furnace
for cast iron to The Sandur "=
Manganese and Iron Ores

FIAT S.p.A - V/Lh692h

Series and parts of autowehicles
(1100) for Premier Automobiles
of Bombay.

Commodities 1st quarter 1965 (1) L93.366 (1) L93.366
" 2nd ® 2,954.118 2936.L37
" 3rd v 1,02k.131 102Lk.131

Comai tments as of Total amount
September 30, 1965. Amount less

293 0988 A

2,6L2.793 - %
921.718 L L

TR

$78,110,909

quotas in rupees. 58,359,6L5

Amount of pledges.

53,299,052

#(1) Amounts corrected from previous indications following changes in authorizations.

not shown |
o "
" "
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Dear Mr. Minister:

I retum to the subject of our brief conversations in Rome last
November and here in Washington in Decamber. You will recall that I
expressed my readiness and desire to assist in bringing sbout the expan~
slon of fertilizer production and use which, &s you s¢ clearly recognize,
India urgently needs., I am now taking an initistive in this matter as
indicated by the attached Aide-Hemoire of February , 1966 to your Gov-
ermment on the subject "India‘s Fertiliser Needs.” I write to you and
through you to your colleagues in the CGovernment of India on a difficult
aspect of the matter treated within the Aide-Femcire. Needless to say,
I trust the Jovernment of India will endorse and associate itself with
the course of action which we in the Bank plan to follow. I believe it
could make a significent contribution to the solution of India's food
problems which we all so much desire. I intend to put sll my energies and
the capabilities of my staff into the effort.

I fear that unless India can dramatically increase its food produc-
tion, it faces the danger not only of a2 halt in its sconomic progress, but
of a catastrophe the final consequences of which are unpredictable. I
believe this danger demands extraordinary efforts on the part of the Cov-
emment of India and its well-wishers throughout the world to mobilise
all posaible financial mnd physical resources--as well as technical and
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managerisl talent-~in the effort to ensure that the necessary increases
in food output are achieved. In the area of fertiliszer production and
distriution the magnitude of the hydro-carbon feedstock reguirements so
clearly sxceeds the prospective domestic Indian supply and the need for
speed is so great that every effort should be made to enlist the finan-
cial and technical capabilitiss of the foreign companies experienced in
this field and in a position to use the natursl gas rescurces of the
Peraian Oulf srea for Indian purposes.

I am sware of the action recently taken by the OCI giving fertiliser
producing companies the right for a limited period freely te determine and
handle the pricing and distribution of their preducts. I belisve that
these steps will promote fertilizer consumption and will make production
and distribution more efficient; they will also make investment in this
area somewhat more attractive to private inveators, both foreign and domes-
tie. In wy judgment, however, these steps alone will not attract the massive
smounts of foreign capital and technical experience which are needed if the
Job is to be dome.

Most foreign companiss investing in fertiliser facilities in Tndia
will want Indien partners. In many instances it will be the Government of
India directly or a public sector company which will de the partaer,
sizply because sufficient private Indian capital is not available. With
mmuwmuMu;m&mumm.
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In my considered judgment, India will need to be prepared to accept a
minority position for the Indian partner in fertiliser companies, leaving
the controlling position to the foreign investors.

I appreciate that the present GOI policy in this ares reflects a
view strongly held in some gquarters with respect to the appropriate rela-
tionship of Government snd private partners in joint enterprises, and also
that the issue may have political overtones. Nevertheless, I trust that
in view of the necessity for decisive action to  increase food production,
the policy will be modified with respect to fertilisers. One possibility,
where necessary to attract capital, would be to have autonomous public
sector companies serve as the minority partners of foreigners in fertili-
ser enterprises. I am told this may be permissible even under existing
pelicy.

In the case of the facilities proposed to be sstablished in the
Persian Culf area, I doubt that Indian capital participation will be nec-
essary. Even if foreign exchange was available, participation probably
would not be possible because of existing contractusl arrangements.

Paraegraph 6 of the attached Alde-Memoire is intended to convey that
tirough Bank/IDA loans or credits, through IFC financis) participation and
through our advisory services and "good offices,” we in the World Bank
Group would strive for terms and conditions which would be reasonable
from the standpoints of both India and the large foreign investors,

I lock forward to your response to this letter.
Sincerely,

Jeorge D. Woods
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AIDE JENORRE

To: Government of India
From: International Bank for Reconstruction and Development

Subject: India's Fertiliser Needs

1. The Bank, in the face of the clear need for increased food production

in the developing world and in recognition of the key rols of ferti-
lizer, is launching an effort to bring about a massive inerease in fertiliser
production and use in developing countries. The Bank is especially concerned
about the prospect of imcreasing food shortage in India and therefore wishes
to assist in bringing sbout the great increase in fertilizer production and
use in India which is so urgently needed and which the Covernment of India
so much desires.

2. The Bank welcomes the emphasis which the Covernment of India is now
placing upon the effort to accelerate the growth of food production
in India. It shares the Government's view that this effort must rely prine
cipally upon the adoption of an improved fam technology designed to increase
yields, including the use of higher yielding plant varieties, larger quanti-
ties of fertiliser, more effective and extensive plant protection measures
and increased and more effectively applied irrigation water. The Dank con-
curs also in the Covernment's judgment that, given adequate supplies of the
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necessary physical inputs, incentive prices and adequate farm credit, India's
farmers will respond and that the enormous increase in food output required
can be schieved,

3. The Bank believes that at the outset it can most effectively help

India by assisting in bringing sbout the required incresse in ferti-
1izer production smd use. This is a task which requires Lmmediate and
unremitting effort. looking ahesd only a short distance, it is apperent
that India's production of food grains must in little more tham 10 ywars
double the record 1964/65 output of 87 million tons. Achlevement of this
increase in cutput will require the use of roughly 5 million tons of nitro-
gen additional to the approximate 500,000 tons used in 1964/65, plus smaller
but importantly increased smounts of the other fertilizer slements., The
urgency of this very large increase is emphasised when it is realized that
facilities started this year will not begin to ameliorate the situation
until 1969 at the earliest. India's existing nitrogen fertiliser produetion
capacity is approximately 400,000 tons per year. Another LOO,000 tons of
capacity is now under construction. Projects with an aggregate capacity of
somewhat more than one million tons per year are reported to be at various
stages of consideration, investigation and negotiation. The Bank group has
been asked to assist in finsncing three of these projects with an aggregate
capacity of perhaps 400,000 tons. It is clear, however, that even if all
the currently projected plants should meterislize, which is doubtful, India's
nitrogen production capacity will fall far short of the requirements which
can be foreseen in the not distant future.
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ke The Bank also believes that, given the megnitude of India's nitrogen

fertiliser requirements, domestic Indisn supplies of naphtha or
other suitable hydro-carbons will not be adequate in quantity to provide
all of the feedstock materials nceded. Thus, to meet India's requirements,
other means will be needed besides fully integrated Indian plants operating
on the basis of naphtha produced in Indian refineries or other domestic
feedstock materials., The most promising alternatives rest on the base of
the availsbility in the Persisn Oulf area of abundant, low-cost supplies of
natural gas. They include first, the production of ammonia on a very large
and highly economic scele in the Persian Gulf area and the shipment of this
m.um-mwmnmnmmmm.m,w
shipmnent of natural gas in liquified form on an econcmic basis in specially
WmmMsmmrminMth,mmm
import of solid fertilisers produced in large integrated plants in the Pere
sian Gulf area. The first two of these possibilities seam to offer attrac-
tive opportunities for Indis to obtain fertiliser on an sdvantageous basis,
Particulsrly with integrated or clossly coordinated operation of the geograph-
ically separated stages of production, highly efficient and low-cost produc-
tion and distribution of the fertiliszer product should be possible. It is
probuble that btoth the total and the foreign exchange costs to India of
obtaining fertiliszers by either of these mesns would compare favorably with
those involved in fully integrated production in India.

S. The Bank, recognizing the facts outlined in paragrephs 3 and L above,
is taking two steps. First, it is announcing that the Bank Orouwp
will give priority conalderation to requests for essistence in financing the
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esteblishment of production facilities designed to increase the world supply
of fertiliger for Indla and other developing countries. Secomd, it is
planning to take the indtiative in exploring with interested and experienced
companies and with governments in the Fersian Gulf area the possibility of
utilising, by one or snother of the means mentioned in paragraph L, the
low=-cost natural gas availsble in that area to meet the needs of India and
other developing countries of the region for greatly inereased supplies of
fertilizer. The Bank will keep the Uoverrment of India fully inforwed of
these discussions as thay proceed and hopes that that Govermment will
cooperate in them by meldng relevant infomation available and by other
appropriate means.

6. The Eank hopes and expects that out of these efforts there will emerge

concrete proposals which may receive the support of India, other
interested governments, private investors and the World Bank Group. When
proposals take tangible form; the Bank would be prepared, subject to the
wishes of the govermments and other parties involved, to lend its good
offices, to provide technical and financial assistance, snd in other appro-
priate ways to help in the consummation of projects and arrengements designed
to help in meeting effectively and econcmically some portion of the fertili-
ger needs of India and other countries.

7. The Bank would be pleased to receive from the Covernment of India
at this thwe en indication of its interest in and its willingness
to cooperate in these explorations.
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Mr. Stevenson

Mr. Votaw

INDIA - General Negotiations

RE INDIA = lending program.
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INTERNATIONAL BANK FOR N
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

February 10, 1966
Mr.f}kﬂ;;;;j::>

’.

; This is part of the "famine relief" effort
éﬁéq,which the U.S. has been pushing other nations
0 contribute. So far I understand that besides

Austria's $1.0 million Canada has offered $15
million, U.K. B 7.5 million (of which B 6 million
are re-allocation of consortium aid), Sweden
$1.L million and smaller contributions from the
Netherlands and Yugoslavia. Other potential
contributors like Australia, Germany and Japan
had not been heard from as of about a week ago.

A, Stevenson



Mr. Otimar Haushofer Pehranry 19, 1966

George D, Woods  (Signed) George D. Woods
's to

recent calamitous drought.

HPollan/bj

cc: Mr, Knapp
Mr. Wilson
Mr. Cope

Mr, Stevenson
Delhi Office
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT ‘ INTERNATIONAL BANK FOR [ INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORAT | ON
OFFICE MEMORANDUM
Mr, Geoffrey M, Wilson DATE:  February 9, 1966
Francis R,

Estimate of Semi-monthly loan Service Payments
from India during their Fiscal Year 1966-67

Please find attached an estimate of semi-monthly payments of principal
and charges during the period from April 1, 1966 to March 31, 1967 under
all the loans made in India, The estimate is based on loan disbursements
up to January 31, 1966 and includes payments due the participants in the

Bank loans.

Attachment



1966

1967

INTERNATTONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

ESTIMATE OF LOAN SERVICE PAYMENTS DUE FROM INDIA FROM
APRIL 1, 1966 TO MARCH 31, 1967

(In millions of UsS, dollars)

Payment Date Principal Charges Total
April 1 1,9 ol 246
Ap!‘il 15 507 1.9 7.6
May 1 105 o9 201-1
May 15 1.3 1,2 205
June 1 346 1.5 Sel
July 1 Le3 1.7 640
July 15 Lo6 Selt 1040
August 1 o5 o9 1k
August 15 1.0 1,3 2.3
September 1 - - -
September 15 - - -
October 1 1.9 o7 246
October 15 6ol 1,8 Te9
November 1 1.6 o8 244
November 15 13 1.7 340
December 1 368 Lok Se2
January 1 koS 1,6 64l
January 15 1]..8 502 10,0
February 1 1.6 o9 245
February 15 1,0 1.3 243
March 1 - - -
March 15 - - -
TOTAL 51.0 3009 81e9

Note: The amounts shown above include amounts due
third parties and are based on disbursements
as at January 31, 1966,

Treasurer's Department
Finance Division
February 9, 1966
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MEMORANDUM

Subject: INDIA - Debt Service 1966/67

1. Bank estimates of Indian debt service are based on periodic reports
submitted by the GOI. The GOI has not provided complete data on all debt
servicing; our estimates are therefore incomplete. These deficiencies have
been referred to the GOI with requests that they be corrected on several
occasions, We are still awaiting the missing data. Estimates of the missing
numbers could be wide of the mark since the magnitudes depend ultimately on
physical progress of aid-financed activities, resultant aid drawings, and
consequent interest and principal payments obligations. We know little about
these several stages.

£, Our estimates of debt servicing to the consortium members for 1966/67
based on the incomplete data submitted periodically by the GOI is $26L4.1 million,
of which $145.1 million is principal and $118.9 million is interest. The total
servicing estimate handed over by Dr. Patel is $317.0 million, of which $180.8
million is principal and $136,2 million is interest.

3 Differences between the two estimates are small in the case of loans/
credits from the Bank/IDA, the U,K., the U.S.A,, and Canada, and are probably
due to more current estimates of disbursements of loans currently being drawn
and consequent differences in repayment and interest obligations,

L. The revised estimate is $52.9 million higher than the preliminary
version, of which $35.7 million is principal and $17.3 million is interest.,
Major differences involve W, Germany: + $11.3 million; Japan: + $20.5
million; and "Other West European Countries®: + $26,0 million.

Se In each of these cases the Bank has information indicating additional
debt for which estimated servicing has not been reported to the Bank by the
GOI and which is therefore not included in Bank servicing estimates., It may
be that some unreported debt represents private bank credit about which we
have no information. Known debt for which servicing estimates are missing
from our estimates includes ($ million):

W, Germany 38,8
Japan 36.8
Netherlands 5.9

Rourkela credit (pvt) 71
Swiss consortium (pvt) L3

6. It is likely, therefore, that the latest GOI estimates of 1966/67
servicing are more accurate than the estimates provided to the Bank as part
of regular debt reporting.

" Additional 1966/67 debt servicing which might be considered in the
proposed exercise amounts to approximately $40,7 million due to the U.S.S.R.,
Poland, Czechoslovakia and Yugoslavia (as reported in GOI Memorandum for
1965 Consortium).

South Asia Department/SSKatz/wh
February 8, 1966
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U.K. 33.0

W, Germany 27.0

UuBade o3
Japan
Canada

Subtotal 16h.2

| Other V. Eurepe 6.6

Grand Total 180.8

Detailes may not add to totals due to rounding.
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U.K.
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Japan
Canada

Subtotal

Other ¥, Burope
(rand Total

26:6
180.8

Details may not add to totals due %o rounding,
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TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR ‘ INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
Mr, Geoffrey M. Wilson DATE: February 8, 1966

Robert W, Cavanaugh

Estimate of Loan Service Payments from India
during their Fiscal Year 1966 = 67

Attached is an estimate of principal and charges due under the
Bank loans in India during the period from April 1, 1966 to March 31, 1967,
based on disbursements as at January 31, 1966,

The amounts shown include the payments due to the participants in the

Bank loanse

Enclosure:



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

ESTIMATE OF LOAN SERVICE PAYMENTS DUE FROM INDIA FROM
APRIL 1, 1966 TO MARCH 31, 1967

(In millions of UsSe dollars)

Loan Nos Principal Charges Total
I Government:
23 1,2 el 1ok
72 o5 o3 o8
167 240 o8 2,8
168 1.6 ol 2e3
169 o9 ol
170 3.0 1.2 ho2
203 1 L] 0 L ] 9 1. 9
207 3.9 Lol B.0
223 o6 1.0 1.6
233 242 246 Le8
262 249 3.5 6ol
292 2.1 1.6 3e7
298 2.0 207 Lo7
né - o3 o3
k17 - o3 o3
Totale
Sosasnmesi 1V 20,0 hlie 5
II Others: 307 13 8 1.9
n 348 o3 Lol
159 268 o3 3.1
146 645 1.8 8e3
182 1.9 o7 246
106 o8 ok 1.2
164 o6 ol 1,0
109 1 . 2 -] 2 1 .h
232 1.3 o3 1.6
269 265 of 302
312 1 aQ 1 L] 8 16 9
340 1,0 o7 17
hlh .- 31 .1
198 lok 1.k 248
29k b 0d 1.5
199 o5 o5 1.0
Total=Others 27.1 10.3 37.k
GRAND TOTALS 51,0 30,9 81.9

Note: The amounts shown above include amounts due
third parties and are based on disbursements
as at January 31, 1966,
Treasurer!s Department
Finance Division

February 8, 1966
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Form No. 57 INTERNATIONAL DEVELO  IT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE [f <
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT | CORPORAT | ON
ma-""' ;
TO: Miss Unmﬁﬁfﬁieschang DATE: February L, 1966

FROM: G. MacKenzie_?‘_ &

SUBJECT:

Mr. Subarmanin, secretary to the Indian Ambassador, told me
the proper form of address for the new Prime Minister was:
Her Excellency
Mrs. Indira Gandhi
Prime Minister of India
New Delhi
Salutation:

Excellency

or
My dear Mrs. Prime Minister;

Mr. Subarmanin said they would not address her as Madam. In
most cases we do not use courtesy titles such as Mr. but in this
case it would be a discourtesy not to use the title Mrs.

This is for the .secretaries in your department. I do not

think it needs general distribution for the Secretaries!' Guide.

GMcK/aw
c.c. Miss H. Fleming

c.c. Miss Iinahan/Miss Schmitt
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OFFICE OF THE PRESIDENT

N ame
Mr., Knap{for information
b3
| 74
Mr. Jiilsgn for information
v

P
&

pe for information

-

Mr. Stev gon.

gt 7
bk \ o

L Action Note and File
Approval No;e/and Return
Comment Prepare Reply
Full Report ‘| Previous Papers
Information Recommendation
Initial Signature

Remarks P

Mr. Stevenson
Pleasg’ let me have an appropriate

acknow)édgment to send to Mr. Haushofer.

| G. D. Woods

'_FFOH'I

N




FEB A pFPPF“

Form No. 58 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR 1 INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

TO: Mr. George D. Woods DATE: February 3, 1966
FROM: Othmar Haushofer

SUBJECT: Austria's Aid to India

I am pleased to inform you that the Austrian Government
is prepared to make a grant of $ 1 million to India for the purchase of
milk powder, pesticides and potassium nitrate. This amount also includes
the cost of freight for those goods.

I would like to point out that this grant comes in addition
to Austria's pledge in the Indian Consortium.



Pebruary 2, 1966

¥y, B, Aldevereld and My, Martin K. Rosen
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OFFICE MEMORANDUM

TO: Mr. Geoffrey M. WiZson DATE: February 1, 1966

FROM: Alexander Stevensonﬂ‘tf

SUBJECT: Implications of Prospective Cha.n%es in the United States Agricultural
Program for the Indien and Pakistan Consortia

1. You asked for some comments on the effect that the changes being
discussed in the P.L. 480 program might have on Consortia affairs. I
attach a memorandum on each country which I think you will find of
interest.

2. I understand the United States administration is considering a bill

at the present time, the effect of which would be to discontinue P.L. L80
sales for local currency and sell instead for dollars repayable over thirty
years after a grace period of ten years. Interest would be charged, I
understand, though I do not know at what rate. Clearly, if this proposal

is adopted it would have an immediate adverse effect on the balance of pay-
ments of India and Pakistan so far as interest payments are concerned and it
would add to the foreign debt burden. The other main effect, so far as the
Consortia are concerned, would depend on whether food sales payable in dollars
were included in the Consortia pledges or not: In the past, P.L. 480 has been
considered as outside the pledge and so has not been taken into account in the
matching formulae used by the United States in determining the size of its
Consortium aid., If it were to be included in the pledge, and a matching
formula remained, the United States' share could be very large and might be
politically embarrassing.

3. All this, however, depends of course on the way in which the United States!

thinking develops.
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OFFICE MEMORANDUM

TO:Mr. S. Noel McIvor (Through G %ﬁgiw) DATE: January 26, 1966

FROM: S. S%ey Katz

SUBJECT: INDIA - Implication of Prospective Changes in the U.S.

Agricultural Program for the Indian Consortium

1. Changes in the U.S. agricultural commodity aid program are, as
indicated in office memorandum EC/0/66-1 of December 28, 1965 on this
subject, still under consideration at the highest levels. The domi-
nant theme seems to be that in the near future, U.S. agricultural aid
will likely be shifted to a long-term dollar-repayable loan basis (in
contrast to present local currency sales under Title I of U.S. PL-L480)
and will be tied to developing country efforts toward achieving agri-
cultural self-sufficiency. Grants of commodities to meet famines and
similar unexpected crises (presently Title II of PL-480) and for dis-
tribution by voluntary relief organizations (Title III) are expected
to continue. The review of U.S. agricultural commodity aid is in part
motivated by the progressive depletion of U.S. agricultural surpluses.
Future food aid may, in fact, have to be obtained from U.S. domestic
or foreign markets and, unlike present funding arrangements, would
involve the disbursement of funds appropriated by the Congress for
foreign aid.

2. Given the preliminary state of discussions within the U.S.
Executive Branch, the implications of this new aid departure for
the Indian consortium can be seen only in broad outline. With this
caveat, however, it is possible to identify a number of points at
which prospective changes in U.S. agricultural aid and the concerns
of the India consortium meet.

Foreign Exchange Burden

3. India has recently initiated a fairly sweeping domestic agri-
cultural program that is intended to double the rate of food production
in the next five years (from about 2’ percent to about 5 percent a
year) and is designed to make India self-sufficient in foodgrains

by 1970/71.

b Between now and 1970/71, however, a continuing (albeit diminishing)
food-gap is expected that will have to be filled by imported commodities.
Even if the 1970/71 production objective is reached, unexpected food-
grain shortages due to unfavorable monsoons and crop failure cannot be
ruled out and would also have to be met by imports. The significant
difference between past and future food deficits so far as the consortium
is concerned, is that imported foodgrains may in the future add to
India's foreign exchange obligations and external debt servicing burden.
A secondary difference is that such indebtedness would have been incurred
to maintain consumption rather than for long-term development.



Mr. S. Noel McIvor -2 - January 26, 1966

5. If, for example, India had to import on a dollar-repayable loan
basis 1-1*% million tons of cereals a year during the next five years,
some $300-$400 million would be added to Indial's external debt.
Requirements may, in fact, run higher, since in the best four or five
agricultural years of the past 15 years, Indian cereal imports averaged
1’ million tons a year. (This compares with average annual cereal
imports of over 3 million during 1957-1961, of over 5 million tons in
1962/63, and of some 6.3 million tons in 196L.) If India's agricultural
performance falls short of intentions by 1970/71 and thereafter, there
would be an even greater increase in external debt incurred to finance
commodity imports.

6. Indja may be able to secure some additional wheat from Canada

and Austria, and some rice from Burma. Since 1960, however, the U.S.
has supplied about one-half of all India's rice imports and about
nine-tenths of all wheat imported by India. Foodgrain from alter-
native sources could not be expected to reduce materially India's
continued reliance on supplies from the U.S. India's foreign exchange
position would benefit from such aid only if it were granted or financed
on easier terms than similar U.S. commodity aid.

Development Priorities

Te The Indian long-term objective is presumed to remain transforming
India into a modern industrial state. Putting a dollar price on agri-
cultural imports will have a negative short-term effect on the achieve-
ment of this objective since a dollar's worth of imported wheat will in
the future displace an equivalent amount of imported capital equipment.
Since imports then become an "either/or" proposition, Indian short-run
development strategy, along with investment priorities and related
efforts may have to be shifted even further from industrialization to
agriculture in order to save on foodgrain imports.

8. The agricultural aid departure being considered by theU.S. is thus
likely to provide a substantial incentive for increasing domestic food
production and for decreasing reliance on foreign food supplies. It
may be expected, therefore, that India will reach a greater degree of
food self-sufficiency within a shorter period of time as a result of

the anticipated need to pay for food imports in dollars than would
otherwise have been the case.

ggricultural Performance

9. Relating commodity aid to Indian self-help performance in agri-
culture implies a high degree of indigenous control over the outcome
of domestic programs. Aside from the annual monsoons, the volume of
external aid for fertilizers and fertilizer plants, tubewell and irri-
gation equipment, farm machinery, insecticides, etc. during the next
few years will have important bearing on India's agricultural performance.
It remains to be seen how rigorously the U.S. could apply self-help
criteria in the event that inadequate aid for agricultural inputs turns
out to be a primary cause of disappointing agricultural performance.
The consortium's interest is again in possible Indian use of hard
currency borrowing capacity for agricultural imports.
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Fiscal Impact

10. The sale of PL-480 commodities in Indian markets has in the past
served to relieve pressures on food prices and has channeled effective
demand from the private to the public sector for developmental purposes.
It is estimated that some 5-8 percent of central budget receipts during
the past several years accrued from such PL-480 transactions. A possible
drying-up of this revenue source is, therefore, of some interest to the
consortium.

Consortium Contributions

11. Of no less interest to the consortium is the possibility that the
expenditure of funds appropriated by the Congress to AID (instead of to
the U.S. Commodity Credit Corporation) for procuring agricultural pro-
ducts may prompt AID to count such aid as part of theU.S. pledge to
India if and when one is offered within the consortium framework. In
that case, Indidls aid requirements would be redefined to include pre-
viously excluded food needs and the resource gap facing the consortium
would be correspondingly higher. If the U.S. were to include food aid
as part of its consortium pledge and insisted on a "matching formula',

a shift of aid burden to other consortium members would be a consequence.

ccs Mr. C. Martin
Mr. B. Bell
New Delhi Office
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Current Status and Future of U,S, Agri cultural
Commodi ty Aid under P.L. L8O Program: Pakistan

1s The changes in the P.L. L80 program mentioned in the paper
EC/0/66-1 are still conjectural. The paper suggests that food aid might

be sold for dollars on concessional terms instead of for local currency,
might be tied to efforts to raise indigenous food production in recipient
countries, or might be provided only if higher proportions of funds lent
were invested in agriculture. These opinions were elaborated in a note

of a meeting held between representatives of the Bank and of the U.S.
Department of Agriculture. From these discussions it would seem that

U.S. shipments under P,L. 480 would continue in the future, at least at

the rate of $2,000 million per annum, that greater emphasis would be placed
on sales for dollars, and that attempts would be made to link food aid to
improved indigenous food output. I gather that it is unlikely changes will
be made quickly,

2, P.L. 480 is used by Pakistan to alleviate famine, to increase food
consumption, and also to obtain counterpart funds for development purposes.
In the Second Plan period (1960-65) the rate of absorption was some

$575 million., P.L. 480 counterpart funds financed about ten percent of
total development expenses including the rural Works Program and Indus Basin.
It was estimated by the Plarming Commission that for the Third Five-Year
Plan (1965-70) absorption would be $672 million and would finance about six
percent of the estimated development expenditure during the Third Plan.

But the Bank Mission in April, 1965 thought that in the face of a target
increase in domestic agricultural production of five percent per annum, to
postulate also an increase in the absorption of P,L. 480 implied a substantial
increase in either per capita domestic food consumption or in exports of
agricultural products, or both, The Bank estimates assumed P.L. 480
counterpart at $50 million less than the Planning Commission estimates. If
food aid were sold for dollars and Pakistan continued to import under P.L.
LBO, there would be a long term increase in the debt burden., If it decided
against importation, Pakistan would have to transfer more domestic resources
to development or accept a smaller development program.

3. Pakistan is increasing its resources devoted to agriculture.
Production has been rising and is planned to rise further in the Third Five-
Year Plan. Much of the present development expenditure arising from P,L. 480
counterpart funds is devoted to agriculture and water development and the
rural works program. Unless there were a series of bad harvests it is
unlikely that P.L. L4B0 imports would be needed on a large scale for famine
relief for areas affected by floods and similar calamities (Title II of

P,L, 480), although some may be needed to improve the level of consumption.



Already the good harvests last year have resulted in a reduction in the need
for P.L. 480 wheat and counterpart funds may become scarcer over the Third
Plan pericd,

Lo A major problem would arise if P.L. L80 were amalgamated into general
consortium aid since then in 1964-65 the U.S. pledge would have been equivalent
to sixty percent of total pledges as against the fifty percent of consortium
pledges generally accepted. Such an amalgamation is considered most unlikely.

5e Assuming that food aid remains outside consortium pledges, the worst
that might befall Pakistan from a change in P,L. L4B0 operations would be a
long term increase in the debt burden should food aid be sold for dollars.
Pakistan is increasing agricultural production and the Third Five-Year Plan
has a target rate of growth of five percent per annum. It could be that
P.L, 480 absorption will become smaller for this reason, The proposals
outlined in paragraph 1 are therefore unlikely to have any serious effect on
Pakistan in the near future should present conditions continue.

cc: Mr, Katz
Mr, McDiarmid

CJMartin:dp
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INDIA - Implication of Prospective Changes in the U.8.
icul Pro the Indian Conso.

1. Changes in the U.8. agricultural commodity aid progrua are, as
indicated in office memorandum EC/0/66-1 of December 28, 1965 on this
subject, still under consideration at the highest levels. The domi.
nant theme seems to be that in the near future, U.S. agricul aid
will likely be shifted to a long-term dollar-repayable loan basis (in
contrast to present local currency sales under Title I of U.S. PL-LS80)
and will be tied to deweloping country efforts toward achieving agri-
cultural self-sufficiency. Grants of commodities to meet famines and
similar unexpected crises (presently Titde II of PL-480) and for dis-
tribution by voluntary relief organizations (Title III) are expected
to continue. The review of U.S. agricultural commodity aid is in part
motivated by the progressive depletion of U.S. agricultural surpluses.
Future food aid may, in fact, have to be obtained from U.S5. domestic
or foreign markets and, unlike present funding arrangements, would

mwmm-uatermwmwmmnror

2, Given the preliminary state of discussions within the U.S.
Executive Branch, the implications of this new aid departure for
the Indian consortium can be seen only in broad outline. With this
caveat, however, it is possible to identify a number of points at
which prospective changes in U.S. agricultural aid and the concerns
of the India consortium meet.

Foreign Fxchange Burden

3. India has recently initiated a fairly sweeping domestic agri-
ecultural program that is intended to double the rate of food production
in the next five years (from about 2% percent to about 5 percent a
mgmuumdtommmwmuntmr»w

by 1970/71.

be  Between now and 1970/71, however, a contimuing (albeit diminishing)
food-gap is expected that will have to be filled by imported commodities.

Even if the 1970/71 production objective is reached, unexpected food-
cannot be
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some $300-$400 million would be added
Requirements may, in fact, run higher, since in the best four or five

cultural years of the 15 years, Indian cereal imports averaged

million tons a year. compares with average annual cereal
imports of over 3 million during 1957-1961, of over 5 million tons in
1962/63, and of some 6.3 million tons in 196k.) If India's agricultural
performance falls short of intentions by 1970/71 and thereafter, there
would be an even greater increase in external debt incurred to finance
commodity imports.

6. India may be able to secure some additional wheat from Canada
and Austria, and some rice from Burma. Since 1960, however, the U.S.
has supplied about one-half of all India's rice imports and about
nine-tenths of all wheat imported by India. Foodgrain from alter-
native sources could not be expected to reduce materially India's
continued reliance on supplies from the U.S. India's foreign exchange
position would benefit from such aid only if it were granted or financed
on easier terms than eimilsr U.S. commodity aid.

Development Priorities

T The Indian long-term objective is presumed to remain transforming
India into a modern industrial state. Putting a dollar price on agri-
cultural imports will have a negative short-term effect on the achieve-
ment of this objective eince a dollar's worth of imported wheat will in
the future displace an equivalent amount of imported capital equipment.
Since imports then become an "either/or" proposition, Indian short-run
development strategy, with investment priorities and related
efforts may have to be even further from industrialization to
agriculture in order to save on foodgrain imports.

8. The agricultural aid departure being considered by theU.S. is thus
likely to provide a substantial incentive for increasing domestic food
production and for decreasing reliance on foreign food supplies. It
may be expected, therefore, that India will reach a greater degree of
food self-sufficiency within a shorter period of time as a result of
the anticipated need to pay for food imports in dollars than would
otherwise have been the case.

Ei.rmltural Performance

9. Relating commodity aid to Indian self-help performance in agri-
culture implies a high degree of indigenous control over the outcome
of domestic programs. Aside from the annual monsoons, the volume of
external aid for fertilizers and fertilizer plants, tubewell and irri-
gation equipment, farm machinery, insecticides, ete. during the next
few years will have important bearing on India's agricultural performance.
It remains to be seen how rigorously the U.8. could apply self-help
criteria in the event that inadequate aid for agricultural inputs turns
out to be a primary cause of disappointing agricultural performance.
The consortium's interest is again in possible Indian use of hard
currency borrowing capacity for agricultural imports.
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Fiscal Impact

10, The sale of PL-L80 commodities in Indian markets has in the past

to relieve pressures on food prices and has channeled effective
demand from the private to the public sector for developmental purposes.
It is estimated that some 5+8 percent of central budget receipts during
the past several years accrued from such PL-480 transactions. A possible
drying~ f this revenue source is, therefore, of some interest to the
consortium,

@soﬂm Oontributgm

11. Of ne less interest to the consortium is the possibility that the
expenditure of funds sppropriated by the Congress to AID (instead of to
the U.S. Commodity Credit Corporation) for procuring agricultural pro-
ducts may prompt AID to count such aid as part of theU.S. pledge to
India if and when one is offered within the consortium framework. In
that case, Indids aid requirements would be redefined to inelude pre-
viously excluded food needs and the resource gap facing the consortium
would be correspondingly higher. If the U.8. were to include food aid
as part of its consortium pledge and insisted on a "matching formmla®,

a shift of 2id burden to other consortium members would be a consequence.

H

cecs Mr. C. Martin
Mr. B. Bell
Hew Delhi Office
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FROM: Alexander Stevenson

-
-

SUBJECT: India - British Assistance

‘//

I attach a note which Mr. Radford gave me yesterday describing
the British assistance offered in connection with the Indian food situa-
tion. He underlined that this was an interim contribution and that the
precise use to which the 5 7.5 million would be put was still being dis-
cussed. I gather that the Indian Government is particularly interested
in (d) industrial equipment and supplies, and that they are anxious not

_to allocate the remaining k 3.5 million firmly until they see what other

/&/ offers of assistance are available. Mr. Radford remarked also that the
U.S. had noted in particular that only E 1.5 million of the aid was in
addition to the E 30 million aid pledge under the consortium. He said
that while this was true, the 5 6 million which would be for Durgapur
extension would not have been used for the present time.

AS/uz attachment
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January 24, 1966 /kk

Indian Food Situation

British assistance offered

As a first and interim contribution, Britain has offered
to make available to India an interest-free loan of £7.5 million
to help with immediate measures to relieve the famine situation.
This includes £6 million from the British ald pledge of £30
million to India for the year 1965-1966.

This interim contribution, which is parallel to the
U.S. interim commitment of 1% million tons of wheat, is
tentatively earmarked for the following purposes:

(a) Up to £1 million to meet the non-rupee costs
incurred by India in shipping wheat and other
food supplies from Canada, Australia and other

Commonwealth territories.

(b) Up to £1 million for purchase of British port
handling equipment,

(c) Perhaps £1.5 million for fertilisers, pesticides and
egg powder,

(d) The balance to finance British industrial eguipment
and supplies needed to maintain essential Indlian
industrial production.

The precise allocatlion of the loan is under discusslion
with the Indian authorities and will be settled as requirements
become clear, e.g., following the report by the Mission
studying port facilities.

1
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OFFICE MEMORANDUM

TO: Mr. A, Stevenson (Through S. Noel McIyor and DATE: January 10, 1966

A Gregory ?,A’ W)

/

SUBJECT: INDIA - Consortium

1. The following are some random thoughts on the above subject.
These, hopefully, do not go over the same ground covered by Mr.
McDiarmid's memorandum of January 3, 1966 to Mr, Stevenson. Needless
to say, there are any number of people here who know more about the
Bank's position on these matters than I.

Changing Role of the India Consortium

2. The role and responsibility of the India consortium have evolved
considerably since the 1958-1960 meetings, which were of necessity rather
narrowly focussed on India's immediate exchange crisis. The urgency of
that problem preempted the possibility of great multilateral concern
with broader questions of India's development strategy and prospects,

and the external assistance component thereof.

3. The consortium's focus was broadened with the introduction of the
Third Plan, and more basic development issues were examined in somewhat
greater detail., The dilemma facing the Bank, however, was how to urge
India into policy and program changes without providing would-be donors
with an excuse for holding back on aid which was essential if India was
to make progress toward development.

k. More recently, as evidence of shortcomings in Indian development
planning, strategy, program design and implementation, etc. has multi-
plied, the Bank, at the request of the consortium, has been urged to
make even more penetrating reviews of the credibility of the Indian
effort. The Bell Mission, although intended to serve another purpose,
reflected this general uneasiness with respect to Indian past and
prospective development performance,

5 This shift in responsibility seems still in process. However,
any meaningful follow-up of this intensive review requires that aid
donors reach a consensus on what policies need to be revised and back
up recommended changes in Indian policies with changes in their own aid
programs (withholding, increasing, or mixing the blend, as the recom-
mended revisions of Indian policy demand). Until the recent U.S. use
of aid as a lever for extracting added priority and resources for agri-
culture, donors have shown little disposition to use aid as a tool for
pushing desired program changes.

Record of the Consortium

6. Most significantly (from India's viewpoint), the consortium
succeeded in putting forward aid equivalent to stated requirements,
It is not likely that an equal volume could have been secured on a
bilateral basis, particularly given the matching formula invoked by

the U.S, and the international spotlight that followed consortium proceedings.
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Te The same is true of the softening of aid terms and conditions,

The position taken by the consortium on these issues served to strengthen
the hands of officials inclined to improving aid terms and again provided
the format for open comparisons among creditors.

8. Perspective pledging has also facilitated Indian planning to the
extent that the amount of aid available was set fairly early in the
programming process, On the other hand, there is a danger that a con-
ventional aid level will be taken as a Plan parameter, with program
size and content designed around it. There is perhaps a middle ground,
€.g., with the donors endorsing in advance a five-year aid planning
figure and with pledging on a one- or two-year "rolling" basis,

9. From the donors' viewpoint, the consortium aided the formulating
of their annual aid programs by indicating in advance the potential
drawing by their largest single debtor. By the same token, the consor-
tium framework induced additional donors to link their aid efforts with
the charter members, and helped to spread the burden of aid to India
over a greater number of creditors.

10. The consortium can probe deeper and recommend stronger changes in
Indian development policies, programs, etc. than an individual donor
country, since its international character suppresses problems of
national sensitivities and sovereignty. As indicated earlier in this
memorandum, there seems to have been a growing interest in the consor-
tium's exercise of this role during the last year or two.

11. A corollary shortcoming of the consortium, however, has been its
inability to "coordinate" aid in terms of using pledges as leverage for
bringing about necessary revisions in Indian programs. The problenm is,
first, to provide an analysis sufficiently profound to uncover basic
Plan shortcomings; second, to reach agreement among member countries

as to alternative policies etc. to be proposed as substitutes; and
third, to tailor donor aid programs to promote the desired revisions.

12, Allegedly, consortia may give rise to pressures for premature
comnitments in order to fulfill previous pledges. The issue may arise
as well for any country in which a certain level of aid is intended
within a specified period, quite apart from the consortium framework

of "pledging”. Similarly, a new organization (such as IDA) may in its
early years be subject to pressures to commit funds quickly, in order
to "eonfirm" 'the need for which it was established. However, there is
no evidence in the Indian record to support the charge that, because

of pledges announced in advance by the consortium,commitments were made
for projects before they were otherwise ripe for financing.

13. The time and effort required to service the Indian consortium may
grow, particularly if a more active role is to be taken in Plan appraisal
and policy formation. The burden of work would be no lighter in any event,
even if there were no consortium, since the Bank would perform its usual
type of detailed review and each donor would have to perform an essentially
duplicating appraisal to safeguard its own substantial lending operations
on the subcontinent.
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Distinction Between Consortia and Consultative Groups

1, The distinction between these two aid-coordinating arrangements seems
to be more one of degree than of substance. Consultative groups are in
fact viewed by sane of the developing countries, perhaps wrongly, as a
first step in the direction of the more coveted financial consortium.

15. The principal practical difference between these two stops on the

aid coordinating continuum is that, thus far, consortia have been arranged
for countries presumed to have fairly comprehensive development programs,
credible development plans and policies, and adequate implementing and
administrative capacities. These aggregates in the three cases in question
(India, Pakistan and Turkey) have yielded a total resource gap to be filled,
so that intended development efforts could be mounted on a macro-economic
basis. The main focus of the consortia has thus been on the total resource
gap, and efforts have been directed to meeting it.

16, Consultative groups, on the other hand, have so far been convened for
countries at a somewhat earlier stage of development planning, where macro
estimates were less reliable and where prospective aid donors in any event
chose to limit their focus to particular projects, sectors or programs.

17. Either or both arrangements are suitable for coordinating aid from
several donors for particular projects or for a total resource gap; for
appraising recipient development policies, programs, performance and
prospects; and for endeavoring to influence the development effort.

cc: 0.J, McDiarmid
Delhi Office



