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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

* 1 Memo from S. Stanley Katz: "India-Consortium"

Consortium" (Thoughts on the role of

Consortium) Jan. 10, 1966
* 2 Note on Indian Food Situation (British

Assistance) Jan. 24

3 Memo from A. Stevenson "British Assistance" Jan. 25

4 Memo from Stanley Katz "Implications of

Perspective Changes in the U.S. Agricultural

Program for the Indian Consortium" Jan. 26

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

and Future of U.S. Agricultural Commodity

and under PL480 Program: Pakistan Jan. 26

6 Memo from A. Stevenson: "Implications of

Perspective Changes in the U.S. Agricultural

Program for the Indian & Pakistan Consortium" Feb. 1

7 Memo from A. Stevenson "Use of 90% of India's

IDA subscription" Feb. 2

8 Memo from Othmar Hanshofer "Austria's Aid

to India" Feb. 3

9 Memo from G. Mackenzie (Correct way to

address the new Prime Minister - Mrs. Indira

Indira Gandhi) Feb. 4

10 Memo from Robert Cavanaugh "Estimate of loan

service payment from India during their

-fiscal year 1966-67"
*11 Memo on "India-Debt Service 1966/67 Feb. 8, 1966

*12 Memo from A. Stevenson: "India-Debt

Rescheduling" Feb. 9

13 Memo from Francis R. Poore "Estimate of Semi-

monthly Loan Service Payments from India

during their fiscal year 1966/67" Feb. 9

14 Memo from G.D. Woods: Austria's Aid to India Feb. 10

15 Note from A. Stevenson to G. Woods (Famine

Relief for India) Feb. 10

*16 Letter from G.D. Woods to the Indian Minister

[of agriculture] (Fertilizer needs of India) Feb. 14
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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

*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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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

*41 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 i "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



CONSORTIUM MEETINGS NO. 12

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

Box 384-16
Location 76-1-1
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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" Apr. 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
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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 loanof $25.5 million from the U.S. AID pledge for 1965-66. This would havebeen the seventh railway loan by AID reckoning. Since the pledge is nolonger operative and there is still a freeze on new U.S. commitments toIndia, I am wondering what effect the delay will have on the railwaystprogram. Do you have or could you get some information on this?

cc: New Delhi Office

GVotak/p d



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 196h paragraphs
5 and 6 of Mr. Wilsonts opening statement included a defintion of non-
project aid in the following words, which therefore have some official
status for both consortia:

"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 andron-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 defidtion
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 defintion, 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 64-15, Annex I, paragraphs 5-6).

cc: New Delhi Office

GVotaw/pd



FOR01 No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mir. S. 'Noel icIvor DATE: April 28, 1966

(through 11r. G. Voypr)
FROM: Stanley Katz

SUBJECT: INDIA - Import Program 1966/67 (Your memo of April 27
concening reguestb Matsukawa)

1. Wie 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 minlion 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 480, and $2,631 million 'gas 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.

4. 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 4 of IND 66-3),
would. involve import allocations of $2,271 million, with (in millions):
$200 for fertilizers; $172 for POL; $19 for newsprint; $164 for iron and
steel; $336 for government enterprises, private steel mills.4nd petroleum
refineries; $137 for capacity expansion imports; and $2,134-million for
other commercial imports. Although the details of the'latter $2,134 million
are not given in Table 4, the 1964/65 and 1965/66 data give some guidance
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. e 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, Mvarch 31, 1966.

cc: New Delhi Office
Mr. B.x. Bell
sir. G.B. Votaw

SSK/wh



CONFIDENT IAL

inD 66-3

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 Is 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



CONFIDENTIAL

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) India's immediate balance of payments outlook

(b) The role of defense expenditure

(c) 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 480
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 1964/65
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 4). This figure compares with almost $1900
million of such imports licensed in 1964/65, and $1350 million of such imports
licensed in 1965/66. As is evident from Table 4, 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 materils
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 million) in 1965/66 and more than $1600 million in 1964/65.

4. 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 Government 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) The loss of approximately $150 million of foreign exchange
reserves in 1964/65 was in some part the result of the
relatively large 1964/65 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 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 -IF in July 1966); furthermore, as
of mid-March foreign exchange reserves were only $550 million.
In these circumstances, the Government of India is not prepare6
to tahe the risk involved in licensing imports substantially
beyond resources in hand.

(b) A very substantial part of the licenses issued during 1964/65
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.

(c) In 1964/65, 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 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 relati-ely quick
delive:y and payment.



-3-

5. The GOI has itself projected an import program which would permit
(see Table h) 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 $h18 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 1964/65 level reflects, according to the 001, 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
IIMF in connection with the request to the IT 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
1964/65, 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, wibh 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 (1961/65 through
1968/69) defense expenditure plan adopted in 19 64/65. The GOI has also
stated that although both total and foreign exchange expenditures were
sharply increased in 1963/64 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



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 h 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. 11 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 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

inister 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." The Bank believes that in the

circumstances 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 Bark

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



Tab~,.- 1: FO-REIGN ECM GE RESOU"ICES xcluding 0L '80 iood'

(US $ million)

1966/67 1966/67
1964/65 1965/66 Existing G01

Commitments Progr-

Gross Resources: 2,678 09 2,999 3th76

Exports of goods 1,688 1,693 1,722 1,722
Project aid 599 848 777 77Y

Existing 536 767 777 777
New 63 81 a/ a//

Non-project aid 372 420 363 782

Existing 242 3h 363~ 363J
New 130 76 -- l

PL 480 Cotton 19 63 -- 58
IMF drawings (net) -- 25 137 13?1

a/ Nei, project commitments may be made by various aid donors but these would
not affect the problem under consideration.

b/ Includes:

(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
(4) 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

Total $363 million

Includes:

(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)
(4) $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

for)
Total - $418 million



Table 2. PROJECTED FORLIGIN EXCHAN4GE USE (Exc2lig qb Sc Focc')

(US $ million)

1966/67 1966/67
1964/65 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 - 64 - 65 - 6E;

!et invisibles a/ -116 + 32 - 59 - 59

Total -993 -1,143 -1,161 -1,161

P"zance Available 1,685 1,906 1,838 2,315

Less (-):
Debt service -252 -323 -359 -359
Freight on PL 480 food - 50 - 97 -122 -122
"Normal marketing" food purchases - 4o - 4o - 15 - 15

Total -342 -460 -496 -496

Balance Available for Imports 1,343 1,446 1,342 1,819

Lesc (-):
inports financed by project-tied aid -599 -848 -777 -777

Palance Available for Other Imports 74 598 565 1,0142

Less (-):
Other food - 21 - 17 - 59 - 5'

BaJance Available for Imports excluding
Food and Project-tied aid-financed
imports 723 581 506 933

a/ 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 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
1964/65 1965/66 Existing GOI

Commitments Progrran

Bia Unce 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 1,159 752 243 1,287

TOTAL 1,882 1,333 749 2,270



Table h: IMPOI ULLCAIONS

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

(US $ million)

1966/67 1966/6
1964/65 1965/66 Existing GOi

Commitments Progrim

Maintenance Imports

"Iulk Imports" 809 672 h4h 891
fertilizer 84 1 15 ~255
POL 200 166 118 171
Newsprint 15 13 8 19
Iron and steel 166 46 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 ~~T -LI
Cashew nuts 15 23
Raw jute 6 21
Sulphur 13 13
Rock phosphate 4 13
Other materials for chemical a/ a/

ind1-ustries 111 118
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 2,13,.

Caacity 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: INDIaJ EaCE OF PIYENIS FURECi>ST

(US $ million)

1964/65 1965/66 1965/66 Current Estimates 1966/67
-ctuals Nov. 1965 I Half II Half Total I Half II Half Total

(Forecast)

1. Imports (c.i.f.)
Commercial 2,381 2,631 1,241 1,390 2,631 1,428 1,464 2,822

FL 480 481 483 294 294 58P 386 292 678

Total - I 2,862 3,114 1,535 1,684 3,219 1,814 1,756 3,57

II. Exports 1,686 1,693 827 865 1,692 819 903 1,7'?

Ili. Trade Balance -1,176 -1,42 - 708 - 819 -1,527 - 995 - 83 --1L9

IV. Inisibleres on foreign loans - 109 - 145 - 69 - 76 - 145 - 69 - 82 - 151

ii) Others (including NDRS) - 4 -- . 6 - 59 - 53 - 8 - 13 - 21

Total - IV - 105 - 145 -- 92 -- 1 7 9 -2_

V. Current Account (net) -1,28156 6_6 -836 -1,619 -1,072 - 948 02±1Q

VI. CaPital Transactions
i) Repayments of loans - 141 - 178 - 82 - 96 - 178 - 99 - 109 - 208

ii) Repayment to IMF - 101 - 76 - - 75 - 75 - 50 - - 50

iii) Other capital - 180 - 61 - 90 - 6 - 84 - 95 - 8 - 103

To tal - VI - 422 -315 - 172 - 165 - 33- 244 - 117 - 261

VII. Total Deficit (V - VI) -1,703 -1,8815 -1,1 -_956 -1,316 1_6 -2381

VIII. Financing
i) IMF Drawing - 101 101 - 75 - 25 -100 - -

ii) PL 480 -481 - 483 - 294 - 294 -,588 - 386 - 292 -678

iii) Other committed assistance - 970 -1,268 - 567 - 701 -1,268 - 53 - 5o6 -1,069

iv) Chtange in reserves (Declir -) - 151 - 29 - 19 - 19 -42-

v) Gap to be covered by disburse- - - - -367 -309 -676
men-ts of fresh aid and other inflow -



~able 6: IND[S DEBT REPAYMENT OBLIGAi~iS, 196/o

(US $ million)

Creditor Principal Interest Total

IBRD/IDA h9.0 36.0 85.0
U.K. 33.0 23.1 56.1
W. Germany 25.6 23.5 49.I

U.S.A. 34.2 27.2 61.t
Japan 16.5 13.9 30-4
Canada 5.1 2.5 7 6

Subtotal 163.h 126.2 289.6

France 4.5 3.2 7.7

Italy 2.5 1.8 h.3
Netherlands -. 8 0.8
Austria 1.0 0.7 1.7

Belgium 0.7 o.4 1.1
Switzerland 1.1 1.2 2.3
Kuwait 6,7 1.9 2,6

Subtotal 16.5 10,0 26.5

Other 0.1 0.h 0.I

Grand Total 180.0 136.7 316.6

Details may not add to totals due to rounding.

/a Excludes all llrupe2 payment" obligations to East Bloc.

Source: Government of India



Files April 27, 1966

S. Noel McIvor

India and Pakistan - Japan

1. Mr. Michiya Matsukawa, First Secretary, Embassy of Japan, visited
me on April 26. He 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 emerge. He had a good idea
of the objectives of the visits of Mr. Shoaib and Mr. Mehta and I con-
firmed his ideas in general terms, pointing out that the presence of the
two Ministers at the same time was not a carefully concerted move but
rather a coincidence arising out of the timing of the Pakistan budget
on the one hand, the visit of the Indian Prime Minister on the other
hand, and the desire of both countries to find out more about United
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 we were expecting to
produce an Economic Report around mid-May and that this would go to our
Board. He agreed that the information in that Report might provide the
sort of import statistics that he required, but neither he nor I could be
sure of this. I, therefore, told him that I would take up his poit wi n
people working on the Indian figure and see whether there is aay infor-
mation that we could give him for the Government before our Economic Report
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 countries in Southeast
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".

SNMcIvor :ptv

cc: Mr. Stevenson
Mr. Mason
Mr. Votaw
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r. Corge DX. a April 26, 1966

.. ell

ince Mr. Andar la jan has raised questions with respect
to the agreement reached in Delhi on distribution of the Bell Mission
Report and has asked that I give him a statement of my understandirg
of the agreement, I have dictated the attached memorandum. I have
given him a copy.

For the last several days he has pressed me to agree that
you said that the matter of distribution of the Sumary Report would
be con idered only it about the end of May. I have told him that
this w not my understanding.

ec:Mr. Knapp
Mr. Wilson

BB: rh



yliss April2 ,

Vic. B o l

Ieofin o e tribu o h IeI1 isaio

eports t~o th lorortium 'h the di ter ofiro ce&nd r. h l
in a meeting in the~ iitr' office et10.02 a.m., uedy, archi1.

Flowing some discu ion, the Miiter ugeted ththoo aling ad I
conclude the dicusio and asured meo that the letr wuld be fully
authorized to speak for him. This further discussior., i I.G. Ptel. preurnt

part of te te, was corined h- ame evening in r, r. Ihotingm9 hou e.
he agremet reace tha night we reconfirm~d in a concluding dincussion

-ith hoo alng ln *A Petl irteformer' officoI lto in th efternoor,
rvh 1l.

There .w. no abgu ty abou: the .gemt. Itm as followe*:
the ision por, including th ' or nd the upple

deprts ecep fr te eport on Plnnirng, wolinally be revised rd
(a)given to:r.ood :n (b) di tributed to heonortium

2. hatthea Sinry ?eprt nd t 3 uppemn l eor ould b revised
follows:

( r) :iuplemen would neadd th gri cu ture igor t,
seaiing te policy ard progra h nges a de 17 he la I

wr. (hi wason th bi of at a'agreeent th-t
gricultur asthe one arain whi ch:ignficant ch ngea Irn

polic a frgr hadboeer mdein estouar.)

(b) Other pleenal. eport wuld be edited nd ulghtl
re ddto the exterti I eeed ppropri te rh ightof

pont made in thecoue oof edie ior of m eot
Mh hed occurred in he precdng ek. (It e'g

me the hnger wou- beminor ;nd ul beolft entirey

(e) 7the 'uayReport would here added to it satemnt of
the Indir a chievement which is resent preface explicitly
3Vatesoe m itd from the proener version of the Reor
(I 8a suggested th t there were two rlternatives here, the
first being to add asupplement hich woudsumrize ll
the polil ad programc hages hc th Goverren of Irdi-

h Id md or had definitely decided to ok, the eecond to
add bref tatmen onacheveent asof the timie the

leport ve written, simply to give it hetter balance. This
last~ ltern tim eas chosen by r. Moote g.



3. 1'h e r :-, ar :viaed rnd edi a by e, wouald be distrb ed
to ~orrh:iw ii rod 'hfh, r indc ated, might be

ilb d i' o hAve i red3

Sth orcej:-bl tu Rngo the teo ol bech~ nycd thtin-

r t ' t re (: V ed, hoever,
tetitlign e not realy of any importaxce; ts hole subject arose

orywhey r' r~ ted tl tht ir. Woo ' wemr wit th inister of
e:- ro to h n b:r d no give the ov r .

ier tof Ei e or :11 Nir ;. nkrVet te nsorti.)

br15ti not. Yo. tg
()r "I.t r > eo l

terrico og;jo he hrn, .; :v~vd un-cessry, beesus.
"r 1 - ,lie uggsi orr

Ir relt n to hi. 0ter.)

(ii) 00 ned 0tai Vl 6e e L "Qret o India ihed
t e ia report pr :ir diarbiioni to the

44 tiri" o Ie :d cle rly egatie

(iii) 0 las-idt :h o lett*4rbetweern
"r- ood and the i nenMii ter, providing for distributio

to -.nori gre b~ rad benece ry, de
e:T d"de ththi. . V tl- orvelit for the record

: r 0geert :4  rite 4 ir7 rd fin .,

o. r
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M- Jv rwtcrr4

Greor -Votnawe

1. fter t uson r re e lttr e a

S1 i il to n in no-project form - using tai
trct defintion of non-projret stiech is murarsed in footnote ().a

I undrtand tat this ae n tru for the lait two year even
tioughi tre eidnce of utileaion, prsented in our quartriy report,

suguests that the Indians have not used it very rapi iy.

2. I wld suget t , roWn toe figure for fr e te
illion,

3. Inl consideration1 of this, I have m*a(e a slitght runenan on
tesecn page of your ruoanu f April 20 an.: Mr. 5tevenson'o note

of pril21.

c0: re* I.
Cm lh Ofic

/



Mr. Knapp April 22, 1966

Alexander Stevenson

Mr. Woods' L ich,:ith Foreilp Minister DebrA

I think it would be useful if Mr. Woods voiced soie concern about
the slow use of Frenc. aid t) India a c t e ad for rore French aid
to India, particularly more aid for innort of co modities and maintenance
equiprent. I &ttach a emorando -hic7 illustrates the slow use of the
pledges iAde to India by France. Th 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 Frarce has handled its end of
the business.

In iro.ed terr.o for irernc.` aic to India migt also be pressed during
the fortacomin; meeting. Present French aid is made up of suppliers'
credits of around 10 years at interest rates now around U lA4 per cent.

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

attachment

cct Mr. Wilson
Mr. Votaw

SNMcI/G/AS/uz



z . M. oel oalver - 2 - April 20, 1966

.pecifically on point (c) the lrench preaently permit one-third of
their aid to India to be used to meet m.aintenance import requirmnta. This
has een true for the last two or three ;ers,

S I eni'ng acopy of thi noteto . il in C tse he rhee to
raise other topics for possible discussion. I don't knao the extent of
Mr. ae .attrew ' involvement in In ian ttere these days, but he might hve
.a.dtional uuggestions,

cti Mr* G. Votav

r. Tell

ew Velhi Office

SS tzAW/pd
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FS)RM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. G. C. Wishart DATE:21st April 1966.

FROM: G. M. Wilson

SUBJECT:

I expect that Mr. Woods already has it in mind to raise
with Mr. Debre 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 5-1/4%.
One-third of this is available for financing non-project imports.
Debt service due in 1966/67 is $4.5 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 a vast improvement in the terms.

I.D.A.

France contributed $52,96o,ooo 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.

GMWilson/mh



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
Department and by conversation with members' representatives in Washington.

2. 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"non-
project aid" were agreed for 6onsortium 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 virtually 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.

4. 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 government 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
goods.

5. 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 connection 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 country).

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 frcm those used to expand capacity, and I gather that
at this stage such a distinction would not be important to our calcultaions.)

cc: Mr. G. M. Wilson (without attachment)
Mr. S. Katz " "
Nlew Delhi office (with attachment)

G w/bj



Mr. J. Burke Knapp April 21, 1966

Alexander Stevenson

Mr. Woods' Lunch with Foreign Minister Debre

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 memorandum which illustrates the slow use
of the pledges made to India by France.

Attachment

INMcoriptv

cc Mr. Votaw



Mr. J. Dar Knapp 2Cth seri1 3YX'r.

. . Wlon (' gJ0d) i

India

1 atLtaca a coeK6any of acow n :anVh try to raie $MC million
of non-project n for i&. . . figurs were ,Ivsn to me

o iir. delf. £e oter country ;ire are of y on devisin. One
thing about which we ani have to be very clear in wnat preciselj la
included in non-proet" aid a 1 underotand that the ZCC rillion

figre exclude. certain type of ricellaneous capital goods whicn the
contiti countriea hwe, hitherto included in their figures for

non-projiect aid,

w carmot get deot reaheunt, then we shall have to
look at the tne non-project figure again. My ovn feeling is tht
it would be no mor difficult to get debt rechedulng than it would

be to increase ne oter countriez fljr f $200 million to
$291 million,

cc: Mr. A. Stevnson
Mr. 3. Bell
Mr. 0. Votakw.

Gilaon/uh



1965/66 Debt repayment Suggested Contributions
1966/67 toward T6lon

Total Plede Non-Project Principal Interest New Non-Project Debt Total

U.S. h35 150 34 27 350 34 384

IBRD/IDA 245 100 h9 36 150 - 150

U.K. 84 84 33 23 60 33 93

Germany 86 48 26 23 60 26 86

Japan 60 15 17 l 20 17 37

Canada 41 18 5 3 25 5 30

France 20 - 5 3 10 5 15

Italy 36 - 3 2 10 3 13

Netherlands 11 3 - o.8 5 - 5

Austria 5 h 1 0.7 5 1 6

Belgium - 0.7 0.h 5 1 6

1027 422 174 133 700 125 825



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 Votaw

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
cammendation.

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

cc: Mr. B. R. Bell
Mr. S. Katz
New Delhi Office

GVotaw/pd



Mr. S. Noel McIvor April 20, 1966

S. 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 Plan 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
doe (on both sides) to accelerate the use of French aid.

France: Aid to India, Third Plan Period, 1961-1966

(As of December 31, 1965; U.S. $ million)

Period Pledged Orders Disbursed
placed

Total, 1961/62 - 1965/66 120 75 38

1961/62 - 1962/63 60 44 35
1963/64 20 20 3
196L/65 20 12 --
1965/66 20 -- -.

Source: ITD 66-1 (March 22, 1966), Quarterly Ieport on the Utiliza-
tion of Aid.

3. With respect to points (b) and (c), 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 w11 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. S. Noel McIvor - 2 - April 20, 1966

4. I am sendilng a copy of this note to Mr. Bell in case he wishes
to raise other topics for possible discusion. I don't know the extent
of Mr. de Lattrets involvement in Indian matters these days, but he
might have additional suggestions.

cc: Measrs. G. Votaw
B. Bell

New relhi Office

SS s/wh



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

OFFICE MEMORANDUM
TO: Files DATE: April 20, 1966

FROM: S. Noel McIvor'

SUBJECT: United Kingdom Aid to India

1. Mr. Radford told me today that the United Kingdom is about to announce
the signature of two loan agreements totalling L 5 million which will com-
plete commitments related to their 1965/66 pledge of T 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 L 4.833 million for Bhopal
and L 0.167 million for Sindri Sulphuric Acid Plant.

SNMcIvor :ptv

cc: Mr. Stevenson
Mr. Votaw



TENTATIVE

(Aprii 19, 1966)

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

$T million)

1964/65 1965/66
Source Total Non- Total Non-

Pledge Project a/ Pledge Project a/

Grand total 1,028 4h 1,027 422

United States 435 225 b/ 435 150 b/

IBRD/IDA 245 90 245 100

United Kingdom 84 59 8h 814

All others, subtotal 255 70 263 88
Austria 1 1 7 ~
Belgium - - h c/
Canada 41 18 4l 17
France 20 c/ 20 c/
Germany 95 3C b/ 86 47 b/
Italy 36 c/~ 36 c/
Japan 60 13 d/ 60 17 d/
Netherlands 11 c/~ 11 3 /

a/ 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.

b/ May include a significant portion of miscellaneous capital goods as well
as maintenance imports.

c/ 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 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSIRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. A. Stevenson DATE: April 19, 1966

FROM: Robert 3. Radford( K
SUBJECT: 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 loan and a
£3 million loan for the maintenance requirements of Bhopal.

2. 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 on 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 problems.

3. This offer 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.

4. 1 attach a copy of the draft press release which
it is proposed should be issued simultaneously in London
and Delhi.
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DATED: Anril 19, 1966

TO: Mr. Greory,' P. Votaw

FROM: Mr. Pantanli

FILED UNDER: INDIA - General Nlegotiations
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FORM No. 58 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Alexander Stevenson DATE: April 18, 1966

FROM: Patrick "-.,Reid

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

ITDIA

CAjADIAN NON-PROJECT AID

TUDISBURSED AS OF APRIL 1, 1966

Cani million

Source Grants Development Loans 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. New 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 211.85 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 l966/67. With regard to the new grant and loan funds

(i3.55 million) which have not been earmarked for industrial raw materials,
disbursements are expected to be reasonably large in 1966/67.

CANCELLAITON OF7 PRINCIPAL ATD

IRTEREST PAYMENTS ON WH-EAT LOANS

Subject to parliamentary approval, the Canadian Government 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 2.75 2/
December 31, 1966 1.37
March 31, 1967 3.60

December 31, 1967 1.30

10.02

1/ Of which I54.75 million represents undisbursed portion of 18.65 million
TTCommodities Grant" listed on page 17 of December 31 Quarterly Report on

Utilization of Aid (INiD 66-1).

2 This payment was deferred pending parliamentary approval of its cancellation.
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TO:
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FILED UNDER:

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.
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3. It ha been ouggested that IA provide approximately 25 percent

or $200 million of the first year requirement for maintenance import assistance.

How would a IDA comitment 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) sumarizes 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 telecomunications project, which

may be ready for appraisal as early as June and for

signing in September and could disburse $30-)0 million

by June 30, 1967. The appraisal cannot 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

development of most other sectors in the Indian econy)

has already been delayed a month or two and further

delay in signing a credit should be avoided if at all

possible.

(iii) For all these projects (with the possible exception of

telecomaunications) it would be possible and advantageous

to negotiate agreements under which a first tranche would

become effective more or less jimediately (subject to the

usual performance and legal criteria) and cover estimated
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withdrawal through June 30, 1967, while a second

trache e qual to the balance of the credit, would

become effective as soon as the replenishment exercise

had provided com;itment authority sufficient to cover

such aounts.

(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 comitments

would not acd sigi ficantly to the Bank's net investment

in India and in fact would provide a means of disbursement

two to five years ence ich uld counterbalance

increasing amortization payments already echeduled to fall

due at that time. Hoever, such loans ig- t preempt Bank

und which would preferably be invested in fertiliser

plant, steel mills and (through IIC) a variety of other

private industries.

(b) The effects of the proposed coMitment to India on IDA lending in other

countries must be explored in the context of:

(i) expectations regarding the time when projects are likely to

ripen, on which I understand M'. Malone is preparing data,

(ii) expectations regardin the availability of new comitment

authority, following negotiations on replenishment.

'. ow gt IDA disburse its 00 million comitMent?

(i) It is assumed that IAIs contribution is to play a

meaningful role in filling the $300 million payments

gap foreseen by 4r. 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 individtal elements composing

the total. Therefore, the form in which IDA aid is

offered will partly determine its usefulness as a

way of helping to fill the projected import gap.

(ii) 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 tertative.

If the liberalization policy involves removal of all

controls on certain classes of imports, it would be

useful to disburse IDA funds aaist some portion of

these "free" imports. However, it should be recognized

that this would involve direct payment against part of

India's requirements of bulk comodities such as sulphur,
finished fertilizer

rock phosphate,/steel, non-ferrous metal 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 "banned" items) IDA

might consider covering a portion of imports required by

those "freed" industries. In short, it will be somhat

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.



(iii) However, under almost any liberalization program

an industrial imports credit, patterned on Credits

Nos.52-IN and 73-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 $124-150 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 examination of the issue, it was the

view of the 1963/6 appraisal 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
are

credits (including rupee payment arrangements) act working

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 effectively, in railway, power and previous industrial

imports lending. Anotiier 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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the u of aid if requirements for particular uses fall

short of forecasts.

(iv) Outside industrial imports I still believe that finished

fertilizer and bulk materials (sulphur and rock osphate)

for the manufacture of fertilisers in India represent the

most easily supervised of high priority imports. Moreover,

by provid IDA fund for this purpose we could protect and

re-enforce the Goerment's December 1965 decision to use

primarily private channels for increased d'ibiition of farm

imports.

(v) If IDA is prepared to finance imports of other teris imported

in bulk, I would reco!end especially those materials which are

mainly supplie d by Part II countries since such countries will

benefit fromi increased trade d are most unlikely to be in a

position to offer bilateral credits to India.

5. For the sake of simplicity it i assumed throughout this eorandum that some

agreement is reached with Ina within the nex -3 months - a, by the end of June.

Obviously if there is several months delay in reaching areemet, all time references

must be adjusted accordingly.

GVotaw/pd
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M. Donald Fowler April 8, 196

Gregory Votaw

IDIA - Consortium:
irculption of resident Johnson's Food Message

and the JAint Resolution of Congress.

Pursuant to our phone conversation yesterday, I attach a draft

of a note to be circulated to we&ber of the Indian coArtiuma and

a stencil of the text of the joint -resolution of Congress.

If there is anything else we can do to facilitate th distribution

Mr. Wson announced at Tuesd s meeting, please d ot hesitate to

call.

Mr. S. Katz
cet New Delhi Office

Gotak/pa
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TO:
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FILED UNDER: Conittees - Senior Staff Meetings

SUMMARY:

South Asia

12. Mr. Stevenson reported that the meeting of members 
of the Indian

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-repyyment - $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



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.

14. 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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CONFIDENTIAL

IND 66-4

FRCM: The Secretary April 8, 1966

STATEMENT OF THE PRESIDENT OF THE UNITED STATES
ON AID 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 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



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 480 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;

(c) 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 7485



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

OFFICE MEMORANDUM
TO: Files DATE: April 6, 1966

FROM: Alexander Stevenson

SUBJECT: India - Debt Paments due to Kuwait

I spoke to Mr. Sundara Rajan toda and drew his attention o
the fact that 6.7 million eouivalent 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 nostooned. If the Indians wish to do
so, they should make that effort themselves.

Mir. 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 postponemcnt. 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 Kuw aitis 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/ I
Hr. Bell
Mr. Votaw

AS/uz



Mr 4 r7-nder s.tevenson Anril 5, 1966

Gregory Votaw

INDIA - Consultation with Consortium Members:
Bank/IDA Lending Program.

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
note d in Mr. ell's menorandum and will be mentioned again by the Chairman.
With respect to other lending proposals, I suggest an answer be given along
the following lines:

"A credit 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."

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

GBVo /pd
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FILED UNDER: Committees - Senior Staff Meeting

SUMMARY:
South Asia

h. The Chairman reported that he and Mr. Schweitzer had met that morning

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

States would regard the Bank as the principal instrument for development

financial assistance to India. This position had favorable implications for

IDA replenishment.
- 2-

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.

6. 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

IDA credit for the Indian Railways would begin on April 12. At the same

time a mission would be going to India to study the Tata Iron and Steel

Company "balancing" project.



FoRM No. 57A INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENTI CORPORATION

OFFICE MEMORANDUM
TO: M1r. Alexander Stevenson DATE: April 1, 1966

FROM: Gregory B. Vota9\(

SUBJECT: INDIA - Canadian Aid

1. I spoke with Mr. Patrick Reid this morning. He reported
the following:

(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 $l 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.

(c) 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. Bell'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 Government to press for additional aid this year.

2. Mr. Reid is agreeable to having the Chairman call Canada for the first
statement when he starts around the table Tuesday.

cc: Mr. G. M. Wilson
Mr. B. R. Bell
Mr, S. Katz

GBVotaw/pd New Delhi Office



3

s
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Govrmet 0 Indin and tue kaverument of the Nir Co derat~ia o'
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. he credit of . :-. ? milir is in the ixain to Linance
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to be provided! by the bank coinortimt in ten yearsg including Live yeard
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lill~ion ( . - dllr has ben e asine ior too rual of caninnt

arsof c ai od 'idi the fraeweor~ oiTentire poet
or on the bais of license ateet between the "wic Lm Idian
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cc: Mssra. A. ''tdreneor, 3. Bell, C. Votn S. iKatz: o]1ni ofim



D R A FT
HPoan/cas
April 1, 1966

Mr. Andre Maillard
Secretary of Embassy
Embassy of Switzerland
2900 Cathedral Avenue, N.W.
Washington, D.C. 20005

Dear Mr. Maillard:

Your letter 533.321.-Md/uw 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, D*lhi Office)
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SecM66-108

FROM: The Secretary April 1, 1966

STATEMENT OF THE PRESIDENT OF THE ITITED STATES

Attached for the information of the E;;ecutive 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
President
President's Council
Executive Vice President, IFC
Department Heads, Bank and IFC



FO1R 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

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 Prime 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 suffer 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 widespread famine must not and cannot be allowed to happen,
I an 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. Our people will welcome
any judgments the Congress can provide. The etecutive branch, this nation andthe
world will take appropriate note and give proper attention to any contributions
in counsel and advice that Congressional debate may produce.

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

Nor is this all. The Indians are a proud and self-respecting pocple.
So are their leaders. The natural disaster wbich they now faco 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 system. 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



The Crisis

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. But
India has had to contend with a continuing and relentless increase in population.
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
so 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 General 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 11 to 12 million tons of imported grain from January to Decemti'r 1966.

Food in this world is no longer easy to find.

But find it we must.

Here is what I propose.

The Program

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 seven 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 arnount 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 agricultura.y adwpaped co4Gtry can, by close scrutiny of its

available supplies, tnake a substd l contribuion. I ask that every
government seek to isupply the maximum it can spare -- and then a little

more. I ask those industrial courtries which cannot send food to supply a
generous equivalert 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, I 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 substantial 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.

I request prompt Congressional endorsement of this action.

I urge, 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 around.

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
reans by which we can strengthen this effort. We have long experience
with short courses, extension training and similar programs. If they can

MORE
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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 women

would especially welcome the opportunity.

I 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 government is 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 stimulus 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 far 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 economic 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 Viahatma Gandhi himself
once predicted, "be a mighty force for the good of mankind. "

LYNDON B. JOHNSON

THE WHITE HOUSE

March 30, 1966

# # # #



FORM No. 337D
(12-61) Miss Copeland

Room 1209

NINISTRY OF FINANCE

Ref. Zl.308.830-15a/ 6 6

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$17.85 illion, and requests that
this be indicated in a footnote in the next Quarterly Report, as in the
case of the 1964/65 pledge in the IND 66-1 Report.

2. Orders placed. The total figure of orders placed up to December

31, 1965 was US$12.6 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$1,127, 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 8o,1/66

Translated From: German: 5/9/66 By: JB:jn



Bundesministerium ftr Finansen

Zi. 308.830-15a/66

YVie r te 1 4ahar e b er i o h t

Uber die b5terreichische Indienhilfe zum 31. arz 1966

Teil A

1. Zusagen (pledges)£ Das Bundesministerium fUr Finanzen

weist noohmals darauf hin, daO die gesamten 6sterreichischen Zu-

sagen (pledges) 17'85 Millionen Dollar betragen und ersucht, dies

im nachaten Vierteljahresbericht in einer fu3note anzuf-Uhren, wie
es bei der Zusage fUr 1964/65 im Bericht IND 66-1 geschehen ist.

2, Vergebene Aftrge (orders placed): Die Summe der bis

31.12.1965 getdtigten GeschiftsabsohlUsse betrug inasgesamt

12'6 Aillionen Dollar, davon entfallen auf den Sterreichisohen

Indien-Kredit I (1961/63 pledges) 5 Millionen Dollar und auf

Indien-Kredite II und III (1963/65 pledges) 716 ihllionen Dollar.

Auf den Indien-Kredit IV (1965/66 pledges) sind bisher keine Auf-

trge vergeben worden.

3. Auessahngen (diebur'sements) Die H~he 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 aaf den Indien-Kredit II und rd. 718.000 US-Dollar auf

den Indien-Kredit III. Auf den Indien-Kredit IV konnten, da bisher

keine Auftrdge vergeben wurden, keins Aussahlungen vorgenommen

werden.

Teil B
Im Berichtszeitraum wurden keine weiteren Abkommen abge-

schlossen.

Teil C
ZusAtsliche Projekte stehen nicht in Vorbereitung.
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SUiMA2Y OF THIRD PLAN AID TO INDIA
PL~.DGED GE AI iS G12D, OB2)S£ AND AMOUNTS

DISBURLD liBY CO 3RTIUM NMBERS AS OF MARCH 31, 19~66

(U.S.$ MVillion)

Amount for Value o Amount
Members Pled es which agre- orders disbursed

ements have placed.
been sined-

1961-62/1965-6 5472 0 4 L.n70% 3 c

1. Austria 18.0 17.9 14.6 9.9

2. Belgiua 24.0 24.0 15. 2 7.6

3. Canada 173.5 113. 4 99.3 80.9

4. France 120.0 150.0 78.0 43.8

5. Ge rnany 644. 5 644.3 534.6 4M5,

6. Italy 170.0 170. C8 69. 9 24.5

7. Japan 290.0 290.0 250.8 .166.3

8. NethQrlands 44.0 44.0 38.4 20,0

9. United Kingdom 518.0 504.0 479.5 356.0

10~.United States 2285.0 17.7Q 151I.. 0
DLF/AID NA I 1 7 1361.8 1125.1
EXIM NA 1L2.0 165.2 120.9

11.IBRD & IDA 1185.0 8886 683.0 5-5.4
IBRD 515.0 303.6 164.5
IDA 670.0 585.0 518.5 423.5

QUBTOTA 196163
PLEDGES. 2365.0 2337.p 2201.4 93E0

2. Auttria 5.0 5.0 5.0 4.7

2. Belgium 10.0 10.10.0.0 7.3

3. Canada 61.0 58.8 58.4 53.1

4. Frande 60.0 60.0 45.0 38.2
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5. Ger'rnn 364.0 363.9 361.8 32'S,3

6.'Italy 53.0 53.8 38.9

7. Japan 105.0 105.0 105.0 104. 7

8. Netherlands 11.0 11.0 11.0 7.2

9. United 2ngdom 263.0 266.0 264.0 209.3

1O.United States 3 158 848.9
DLF/AID . 857,4 857.7 820.7 760.8

EXIM122, 6 9 51 881

ll.IBRD AND IDA '450.0 450.0 .386.5 312.8
IBRD 200.0 200.0 151.1 126.7
IDA 250.0 250.0 235.4 186.1

SUBTOTAL 1963/64
PLEDGES. 1052.0 936.1 831.4 573.9

1. Austria 7.0 7.0 6.7 4.3

2. Belgium 10.0 10.0 5.2 0.3

3. Canada 30.5 23.5 16.9 11.9

4. France 20.0 20.0 20.0 5.6

5. Germany 9.5 99.5 86.2 45.1

6. Italy 45.0 45.0 31.0 -

7. Netherlands 11,0 11.0 ll 0 7.2

8. Japan 65.0 65.0 61.7 44.2

9. United Kingdom 84.0 84.0 82.3 61.9

10.-United-S.tates 435.0 37.5 357.0 24
DLF/AID . NA 320.2 312.6 234.2
EXIM NA 57.3 44.4 14.5

ll. IBRD & IDA. 225O 3.6 6.OT,
IBRD 105.0, 103.6 13.4 5.
IDA . 140.0 140.0. 140.0 139.5

SU3TOTAL, 1964/65
Pledges 1028,0 754.0 562.2 321o7

1.Austria 1.0 a/ 0.9 0.9 0.9

2.Belgium

3.Canada 41.0 16.5 12.1 9.4
. . . . ... 3/-
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Meers Pledges Amount for Value of Amount
which agre- orders disbursed.
Gments have placed
bbeen signed.

1 2 3. 45

4. France 20.0 20.0 13.0

5. Germany 95.0 95.0 63.2 25.3

6. Italy 36.0 36.0

7. Japan 60.0 60.0 57.2 13.1

8. Netherlands 11.0 11.0 11.0 5.6

9. United Kingdom 84.0 84.0 73.4 42.6

10.United States 435.0 335.6 238.3 142.5
DLF/AID NA 300.8 212.6 124.2
EXIM NA. 34.8 25.7 18.3

11.I3RED & IDA 245.0 95Q 9. -82.3
IBRD 105.0 M - -
IDA 140.0 .95.0 93.1 82.3

SUBTOTAL 1965/66
Pledges 1027.0 459.8 185,3 97.9
1.Austria 5.0 5.0 2.0 -

2.Belgium 4.0 4.0

3.Canada 41.0 14.6 11. 9 6.5

4.France 20.0 20.0 -

5.Germany 86.0 85.9 23.4 23.4

6.Italy 36.0 36.0 - -

7.Japan 60.0 60.0 26.9 4.3

8.Netherlands 11.0 11.0 5.4 .

9.United Kingdom 84.0 70.0 59.8 42.2

10.United States 435,0 53.3 5.9 5.9
DLF/AID NA 50.0 5.9 .5.9
EXIM .NA 3.3 . .

... 4/..



2 3 4- 5

11. IBRD & IDA 245.0 100.0 15,6
I3RD 0 105.0 . .
IDA 140.0 100.0 50.0 15.6

The pledge is for $ 0.85 million,
1 1 million is showi as rounded figure-

since it is also being shown by IBRD in
consofritum press releases.

Summary oncluded

(For details please see 'enclosed statement.)



DETAILS O CO7SORTIUM AS7ISTANCE VATUE 07 ORDERS PLACED AND-
AMOWT3 DISE TRSLTD RVIOUS AID AGREM.TS OF_31..j

(U.S. Million)

.ggreement -Amountof1~Order i sbursement
gr e emenlaced

2 34

GRATD TOTAL: 4537.7 .3780 3 3D

SITB-TOT AT 1961/633 PTDGFS 2337,8 2201 4 1934$
AUSTRIA - Sub-total 5.0 5. 4.7

Credit for Capital goods 5.0 5.0 4.7

BELGTTTM Sub-total 10. 1 73

Supplieres. credits i0.0 10 0 7,3 (b

C ADA Sub-total 5_58 4 53

LOANS Sub-total 23.4 23-0 19i 6

Rana Pratap Sagar Hydro-
electric Project 7.4 72 6.7

Indian Aluminium Co
Expansion (I Loan) 0.9 9

Diesel Locos for
Indian Railways 7.1 7,1 7.1

Binani Zinc Smelter 1.5 1.5 ,

Indian Aluminium Co.
Expansion (II Loan) 0.8 6 5

Wind Tuncel Project 3.9 .3.9 2.5

Amco furnace for Durgapur
Alloy St.eel Project 1.8 1.8

GRANTS sub-tota-l 35.4 35.4 33.5

FRANCE sub-total 6#.0 45 38, 2

First Credit for Third Plan 30. O )
Second Credit for Third Plan 20.0 ) 45.0 38.2 b/s

I.7.C. Credit 10.0

Contd.. . .p.t,o.



ANY sub-tot ai 363.9 361.8 325. 3

Credits DM 230 D; 100 and)
DM 170 Million in 1961 ) 171. 3 171. 3 171. 3
olus DM 85, and DM 100

illion i 1962)

DM -56 -il. Credit for
Riourkela Services 14.0 14.0 9.4

D1 10-7 Mil. Cr edit- -for
Pr o¶ e ct s 26.8 26,8 26.8

DMI 75 Mil. Credit for
Comdities 18.8 18.8 8.8

DM 20 Mil forICICT 5.0 4.9 4.9

DM 2511 Mil for I.F. C. 6.2 4.6 3.4

DM 5 Mil. for N.S.I. C. 1.3 . 9 0.,

DM 82 Mil. credit for
infraptructure projects 20.5 20 6 20.5

Dl 400 Mil credit for
Rourkla Expansifn 100.0 100.0 69.6

ITALY sub-total 53.8389 24.

E~NT Credit L'or P etr oleui
Projet o45.0 30.9 16.7

Montecatlini Credit for
Iv/adra %Aluminium 8.8 8 0 7.8

T Sub-total . 105.0 105.0 104.7

34. 2 billion y en Cr edit
for Capital goods 95.0 95.0 94.7

Suppliers' Credht. for
Text ile Machinery 10 10.0, 10.0

NVIIRLANDS - Sub-total 11.0 ],7.2

General Pturpose Cr edit 7.2 7.2 7.2

.inancial (Expor't) Credit 3.8 3.8 -

QTFD KINGDON - Sub-total 26 r0 2640 429-

UK India (FYP) Credit 1961 84.0 84.0 78.1

Contd. ..... p/3..



'9L61 (1st k 2nd) ) 42.0 42.0 42.0

.1st UK-India (Genera 1
C2edit, 1962 28.0 28.0 21.9

UK-India (D'rgnpur Expansion)
Credit 196,2 61.6 61.6 32.7

UK- India (FYP) Credit 1962 36.4 34.4 20.6

2nd UK-I.ndia (Gencra1)
Credit 1962 14.0 14.0 14.0

UNIIED STATES - Sub-total 954.3 915. 8 848.9

i Ban - sub-total 96.6 95.1 88.1

Air India I 4.1 4.1 4.1

Orient Paper Mills 18.5 18.5 18.5

A;ir India 1 8.1 8.1 8.1

* ,ast India.Hotels 0.7 5 0.5

Exim Credit III for
capital goods 25.0 25.0

Union Carbide 7.6 6.9 6.4

Diesel Locomotive works I 19.0 19.0 17.9

Hindustan Aluminium II 5.0 5.0 4.6

Bharat. Forge 3.9 3,3 3.0

Indian..Rayon Corpqration 4.7 4.7 -

DLF/AID - Sub-total 857.7 820.7 760.8

ICICI 5.0 4.4 3.5

N. S. I. C. 10.0 9.8 8.8

Talcher Power 33.0 32.6 21.7

'Sharavathi Power II 18.4 15.6 12.3

Birsinghpur Power 8.4 8.4 5.2

Premier Automobiles I 7.2 7.2 7.1

Contd.....P.T.0....p/4. @
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~2)34

Non-f errous MetalS 20.0 20.0 20.

Bandel Power 38.0 37.4 33.1

Cambay Power 33.6 33.0 31.9

i'on-Project Loan I 200.0 200.0 199.?

Patherdih Coal Washery 4.2 4,2 3.6

ourth Railway Loan 43.0 30 42.7

Pamba-Kakki Power 20.2 17.1 17.2

I. T. C. II 20.0 10.3 5.1

Premier Automobiles II 3.0 3.0 2.9

Trombay Power 17.9. 17.2 16.4

D.C. M. Rayon Tire Cord- 9.8 7.8 7.8

Nep-co Bavel Gear 2.3 2.3 2.3

.TELCO I 13.7 13. 6 13.6

Hindustan MotorS 15.8 15.8 14.7

Non-Project Loan II 240.0 240.0 239,9

Delhi Therriall Power 16.0 13.0 6.6

Sa tpura Thermal Power 25.1 18,2 11.5

Ramagundarm Power 8.4 5.4 1.6

Chandrapura Therimal Power II 16.0 12.9 7.8

Railways V 15. 9 15.9 13, 6

Central Ropeways 7.7 7. 5 6.3

Dugda Coal Washery 5.1 5.1 4,5

WRLD BANK - Sub-total 29.0 (a) 1.1 (a) 126.7

Privat e Sector Coal 29.1 d .29.1 d 28.3

Caleutt3a Port II 21.0 20.0 9. 9

IISC.0 III 19.5 7.9 4.7

Ra ilway. VI 50.0 50.0 50.0

Contd .... ...... p/5..



ICICI IV 20.0 18.4 16.6
I CI CI V 30.0 24.2. 16.8
iCICI vi 3014 (50.0) 1..5 f _ 0.4

e
IDA Sub-total 250, 35_4 186.1

Roads 60.0 60.0 g 51.7

U.P. Tubewells 6.0 6.0 g 6.0

Shetrunji Irrigation 4.5 4.5 g 3.4

Salandi Irrigation 8.0 6.1 g 1,6

Punjab Drainage 10.0 10. 0 g 9,4

D. V. C. IV 18.5 18.5 12.0

Sonse Irrigation 15. 14. g 11.6

Purna Irrigation 13.0 12.5 g '9.4

Koyna II 17.5 12.6 g 11.0

,Bombay Port 18.0 11.7 3.4

Telecommunications I 42.0 42.0 35.6

Railways ViI 17.5 17.5 17.5
Xothagudam Power 20.0 20.0 g 13.5

S T .6386 .1DG 98, 831.74 9
AUsTRIA Sub-total

Credit for Capital goods 7.0 6.7 4.3
BELGIUM Sub-total

10,..05.2 .
Suppliers' Credit 10.0 5.2 0.3,

CANADA Sub-total -5 16.9

LO ANS Kotah Hydro Electric
Project 7.4 5.3 0.9

GNTS 16.1 11.6 11.*

Cont d.. . P. T. ... .p/6...

A
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Sub-total 20.0 20.0

Third Credit for III Plan 20.0 20.0 5.6

GERMANY Sub-total 99.5 86.2 45.1

DM 61.4 Mil. dredit for
Rourkela Refiniancing 15.4 15.4 h 15.4

D 40 Mil. for cemmoditi'es 10.0 10.0 9.3

DM 40 Mil. for- selected
continuing Projects I 10.0 8.6 5.2

DM CO Mil, for Alloy
St-eel Plant 15.0 12.2 13.4

D 14 Mil. f or- Rourkela
Expansion 3.5 1 3.5 -

DM 23.5 Mil for comodities 5.9 -

DM 28. 1 Mil for down
] ayment for Ships 7.0 7.0 7

DM 10 mil for ICICI 2.5 0.5

DM. 5 Mil f or N S. I. C. 1.2

DM. 116 Mil. Supplierst credit
for Purchase of ships 29.0 29.0 4.3

ITALY Sub-total 45.0 31-0

Suppliers' Credit 45.0 31.0 j
JAPAN Sub-total 65.0 61.7 44.2

Third Yen Credit
(2.4-billion) 65.0 61.7 44.2,

NETHERLANDS Sub-total 11.0 11.0 7.2

General Purpose Credit 7.2 7.2 7. 2
Financial (Expqrt) Credit 3.8 3.8 -

UTITED KINGDON - Sub-total 84. C 82.3 61.9
Steel, 1963 9.8 9.8 9.0
Gen-eral, 1963 28.0 28.0 28.0

Cont d. . . . . . . . p/7. . . .
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2)3

Kipping Loan, 1963 11.2 11.2 4.6
General, 1964 14.0 14.0 14.0
Bhopal, 1964 7.0 7.0 2.8
First UK-India (Five
Year Plan) 14.0 12.3 3,5

UNITED ST - Sub-total 377.5 357.0 248.7
Exiim Bank - Sub-total 57.3 14.5

Coromandel Tertilizers 27.0 21.6 ( ) 6.7
Exim Credit IV 25.0 20.7 7.0
Mysore Acetate & Chemicals 2.1 2.1 0.8

& Plastics 3_. 312:6 2
Tarapore Atomic Power 80.0 75.8 29.5
Non-Project Loan III 225.0 225.0 198.7
Trombay Fertilizer II 7.8 7.6 6.0
iNational Engineering
Industries 4.3 3.0
Sharavathi Hydro
Electric Project III 3.1 1.2

I.B.R. D. Sub-total 103.6 13 5
Power Transmission Schemes 70.0
Kothagudam Power 14.,0 13.4 5.2
I. C. I. C. I. VI 19 6 -

I50. 0 e)
L.DgL. Sub-total 40.0 14.O3.

Railways VII 50.0 50.0 50.0
Industrial Imports I 90.0 90.0 89.5
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(U. S.8 Million)

.reerentmhiount of Orders Disbursement
- trerient -:laced

SU--TOTL 19G4 PLEDG
754.0 562.2 321.7

Austria. Sub-tOtal 0.9 0.9 0.9

For Capital godds and
Commodities. 0 0.9 0.9

Canada- Sub-total 16.5 12.1 9.4

Loans
gandu IAtomic Power
Project4 0.6 K/ 0.6 0.6

Grants 15.9 11.5 8.8

France- Sub.total 20.0 13.0

Fourth Credit
for Third
Plan 20.0 13.0

Germany~Sub-total 95.0 63.2 25.3

DM 90 Mil. for
Rourkela repav.
ments 22.5 22.5 22.5

Di 55 Miil. for
Cdmodities 128 2.0

DM 40 Mil, for 10.0 A 10.0 -
@ Neyveli financing conti-
inig- niu .ng Projects II

scheme. DM 10 Mil, for @ 2.5 2.5 1.6
DMA 6.4 Mil for 1.6 1.6 0.2
Sawang Coal
Wash ery
BM 13 M1. for
MISL Electric
Arc Furnace 3.3 2.5 0.2

DM 18 Mil for 4.5 0.8 0.8
Railways

DM 7.25 Mil. for
Telco 1.8
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Agreement Amount of Orders Disbursement
____r( te placed

2 D.M.5.'35 Mil. for other 1.3 M/
proj ects.

D'i 15 Mil.for 1.1.C. 3.8 0.4 -

DMd 5 Mil. for 1.2.I.C.I 1.2 -

DMi 5 Mill. f or N. .I. C. 1.2 - .

DM 82 Mil ,supliers'
credit for ships 20.5 20.5 -

D", 28 Mil, dupl)yiersI
credit for items other
than ships. 7.0 0.4

6ub -total 36.0 -

Ouppliers Credit 36.0

JP - 6ub-total 60.0 57.2 13.1

Fourth Yen Credit 60.0 57.2 13.1
(21.6 billion)

NETHERLLHDQ Sub Total 11.0 11.0 5.6

general purpose credit 7.2 7.2 5.6

Financial (Export) 3.8 3.8

UNITED KINGDOi4 Sub-total 84.0 73.4 42.6

Second Uk-India (General)
Credit,1D64 28.0 23.0 28.0

Second UK-India (General)
Crodit 1964 (Oil India) 4.2 3.4 -

Third'UK-India(Five Year
Plan) CreditD64
(Capital goods for Private
sector 4,3 1,4

Fourth UK-India (Five
year Plan) Credit,1964
(Components for B.0%
Industries) 2.8 0.8 -
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Fifth UK-India (Five Year
Plan)Credit,1964qQ
(3i garani) 3.5 3.0 0.8

Sixth UK-India (Five Year
Plan) Crudit,1964
(Tu'rbijnjs for Power
station) 0.0 0.0

Decond UK-India (ihopal)
Credit,1964 5.6 4.8 4

Third UK.India (General) 11,2 7.G
Credit,1964 ( Kipping II)

First UK-India (General)
Credit,1965 14e 14.0 13.0

UK-India(Five Year Plan)
Credit1965 i,4 e, 0.4

United Sta'tesr.6ub-total 335.6 238.3 142.5

Exim L anx Sub.total 34.8 25.7 18.3

Diesel Locomotive
Works II 17.0 17.0 15.3

Hindus tan .lurainium
.LII 11.0 8.7 3.0

General Pulp Mills .8

DLF/lfID-ub-total 300,8 212.6 124.2Commodity Assitance --
Programme 1964/65
(I Tranche) 500 50.0 42.8

Railways VI 7.2 7,2 5.8
Telco II 11.3 7. 37

Consultancy Services 2.0 0.2 0.2



(U.S. ! ivllion)
rooen mut C7 Orers

I1rIreement olaced Disburgement

HindustanI M otors
(Trucks) 23.0

Hindustan iotors
(iShovels). 3.0 0.3 0.3
Commnodity Assistance
rograrmie(II Travnclie)190.0 147.0 71.4

Railways XIi- 3. °

Sub-.total • 95.0 93.1 32 3

11.elecommunications -:133. 0 .1 20.3
Railways VIII 62.0 62.0 62 0

B T0TL 1965/66 Pled p59 159 -0-185.3 -7.9
L"Igr' Sub-total 500 2,0

SlipliersCredit 1.Lr0credit for capital ,0 2.0goods.

Zl Uii-. 2 ub total. "110

Suppliers Credit 4,0
13ub..'total6.

Candu Ltorjic Power
Project 3.0 K 3.0 3.0

Grants 1.9 3.5
KJuCE..b-total 

29.0

Fifth Credit for
Third Pla 2.0
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reement Amount of Orders Bisbursement
I re(1ement Placed

Gi R±'±AY -Sub-total 85.9 23.4 23.4

DLM D3.C !Hl. for itourkela
Repayiiients 23.4 23.4h 23.4

DM4 60 Miil. for Corao-
dities 15.0 -

DM 40 Mil. for New
Projects 10.0 -

DM 20 Mill. for IFC 5.0 -

DM 20 Mil. for ICICI 5.0 -

DM 10 il. for NSIC 2.5 - -

D" 100 Mi1 Suppliers I
Credit. 25.0 -

Sub-total 36.0
Suplpliers' Credit 36.0

JAPAN . Sub -total 60.0 26.9 4.3
Fifth Yen Credit
(21.6 billion) 60.0 26.9 4. 3

NIETHEPLANDS-. Sub-total 110_
General Purpose Credit 7.2 5.4 -
Financial (Export)
Credit. 3.8 -

UNITED KIoGDOA-Sub -total 70.0 59.8 42.2

Second UK-India
(General)Credit,1965 14.0 14.0 14.0

UK.India(General)Credit
1965 28.0 23.0 28.0

KipCing Loan III 11.2 1.0 0.2

-U.K. India Food
EmarZency Loai 1966 16.8 M 16.8
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I DST.TE-ub..total 53.3 5 9 5.9

3.3

Herdilla Chemicals
td. 3.3

.I.D 50A5.9 5.97Tliser Comodities -Loan 50.0 5.9 5.9

LRD ~ ub-total - v.

DA -- Sub-total 100 .0 50. 15.6

Industrial imports II00.0 50.0 15.6

a) Total amounts of loan in respect of certain I.B.R.D. Projects
have been corrected to reflect these adjustments as per ihe worldBank report,

b) Estimated.

c) Combind for all the four French Credits for third Plan.
d) This takes into u': account the net amount after concellation

of 95.D million.

e) This loan is for a total amount of $5, Million. For reportingpurposes this is being split up into Iwo amounts as per I.B.R.D*report for 1961/63 and 1963/6I,

f) Orders placed under this loan will be attributed to the 1961-63 pledges uxuntil it has been absorded and then to the 1963/61 pledges.

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

h) Notional.

i) Final Loan agreement with Kreditanstalt not yet signed.

j) z gainst suppliers credit for 63/6^ 6,/65 and 65/66

k) The total amount of the project is $3,1.3 million but an amount of;0.6 mil-lio4 will be adjusted against Canadian pledges for 196d'/65,and $3.0 million against pledges for 65/66 upto March 31,1966.



CCordine to the terras of t reoIent the amount disbursedfurin the year i be adjusted agvainst consortium pledgesfor that year,
l) Reduced since last reorted on account of adjustment.

10 he total ale uit 'o" th loan sibd on ll.2.66 is for £7.5 milliono led -,es against 7which £,- G mill-ion only is being . counted a~gainst cons'ortjur@With the-signing' of two agree'Ients on 20th unrilga fosr5million ($ld: Lillion) the entre pldges compitted y U.r.-during the Third lan have been received.



DETAILS OF CONSORTIUM ASISTANCIE VATUE OF ORDERS PLACED AND-
AMOTSDISTTRSD D T RIOUS_ QD AGRE71S3-

(U.S. $ Million)

gr e ement QAmount oC~T~ d Ts bursem

GR 1 D TOTAL: 4537.7 .780..3 0202.5

SiTmT7OTLT. I961/63 PL2DG7S 2337.8 2201.4 193EC4

AUSTRIA - Sub-total 5.0 5. 4
Credit for Cap ital goods 5,0 5.0 4,7

BMGTU!%M Sub-total 10. 100 .3

Supplier's credits 10.0 10.0 7,3 (b)

CA 1ADA Sub-total 588 _4

LOANS Sub-total 23230 19. 6

Rana Pratap Sagar Hydro-
electric Project 7.4 7. 2 6,7

Indian Aluminium Co.
Expansion (I Loan) 0.9 .9

Diesel Locos for
Ind iarn Railways 7.1. 7.1 , 1

Binani Zinc Smelter 1.5 1.5

Indian Aluminium Co.
Expansion (II Loan) 0.8 6 945

Wind ,Tunnel Project 3.9 3.9 2,5

Amco furnace for Durgapur
Alloy Steel Pro et 1 8 1.8

GRATS sub-total 35.4 33.5

FRANCE sub-total 61.0 45, 38,2

First Credit Lor Third Plan 30.0 )
Second Credit for* Third Plan 20.0 ) 45.0 3, 9 b/c

I#n d .Credit 10.. .

* Cont d.... .ptt~o.
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-bA s -bto'-a 363. 9 361. 8 3 ' 3

e-Crdits DM 230 Di 100 and).1
D 170 Mill ion in 1961 171.3 17i. 3 171.3

olus DM 85 and DM 100
i:illion in 1962

M 56 i1. Crsedit foi_
R.ourkela Ser'vices 14.0 14.0 9.4

DM 107 Mil. *OCr edit for
Pr ojects 26.8 26.8 26.8

DM 75 Mil. Credit for
Commodit ies 18.8 18.8 18.8

DM 20 Mil for ICICT 5.0 4.9 4.9

* 6.2.. 4,63.
DM 25 Mil or I.F. C..6 3.4

DM 5 Mil. for N.S. I. C. 1.3 0.9 0.6

DM 82 Mil. credit for
infrastruature Projects 20.5 20.5 20.5

DMK 400 Mil credit f-or
Rourkela 45xpansioi. 100.0 100.0 69.6

ITALY sub-total 53.8 38.9 24.

ENI Credit for Petroleu-m
Projects 45.0 30.9 16,7

Montecatini Credit for
Ma dr a s lumin ium 8. 8 8 0 7.8

JAPAN Sub-total 00$04

34,2 billion y en Cr edit
for Capital goods 95.0 95.0 94.7

.uppliers ' Credit for
Textile Machinery 10.0 10.0 10. 0

NETHERLANDS - Sub-total 11 .0 7.2

General Purpose Credit 7.2 7.2 7.2

Financial (Export) Credit 3.8 3.8

1T ED K INGDON - Sub-total 266r 2 0 209.3

UK India (FYP) Credit 1961 84.0 84.0 78.1

Contd ...... p/3....



2) (3) 4

UL-India (Gnrsa Credits
1961.(1st 3 2nd) ) 42.0 42.0 42.0

1st .UK-India (General)
Credit, 1962 28.0 28.0 21.9

UK-India (Derg pur Expansion)
Cr edit 1962 61.6 61.6 32.7

UKH-India (FYPY Credit 1962 36.4 34.4 20.6

2nd UK-India Gen ara1)
Credit 1962 14.0 14.0 14.0

UNITED ST-ATES - Sub-total 954.3 915.8 848.9

Exinm Bank -. sub-total 96.6 95.1 88.1

Air India 4.1 4.1 4.1

_,Oriant Paoper Mills 18.5 18. 5 18.5

Air India. II 8.1 8.1 8.1

East India Hotels 0.7 0.5 0.5

Exim Crcidit III for
capital goods 25*0 25.0 25.0

Union., Carbide 7.6 6.9 6.4

Dios el Locomotivc Works I 19.0 19.0 17.9

Hindustan Alumin ium II 5..0 5.0 4.6

Bharat Forge 3.9 3,3 3.0

Indian Rayon Corporation 4.7 4.7

DLF-AID Sub-total 857,.7 820.7. 760.8

ICICI 5.0 4. 4 3.5

N. S. I. C. 10. ..8 8.8

-T lcher Power 33.0 32.6 21.7

Sharavathi-Power II 18.4 15.6 12.3

Birsinghpur Power 8.4 8.4 5.2

Premier Automobiles I 7.2 7.2 7.1

Contd. ... P. T. .... p/4.
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Non-ferrous Metals 20.0 20.0 20.0

Bindel Power, 38.0 37.4 33.1

Cambay Power 33.6 33.0 31.9

i'on-Projct Loan I 200.0 2 O 199.T

Patherdih Coal Washery 4.2 4.2 3.6

7ir th Railyay Loan 43.0 43.0 42.7

Pamba-Kakki Power 20,2 17,1 17. 2

I. .C. II 20.0 10.3 5.1

Premier Auiomobiles II 3.0 3.0 2.9

Troimbay PoWcr 17. 9 17. 2 16..4

D.C. M. Rayon Tire Cord 9.8 7,8 7.8

Nepco Bavel Gear 2.3 2.3 2.3

'TELCO I 13.7 13.6 13.6

Hindustan Motors 15.8 15. 8 14.7

Non-Project Loan II' 240.0 240.0 239.9

Delhi Therdaall Power 16.0 13.0 6.M

Satpura Thermal Power 25.1 18,2 11.5

Ramagundam Power 8.4 5.4 1.6

Chandrapura Thermal Power II 16.0 12.9 7.8

RailwayS V 15. 9 15,9 13.6

Central RopewaYS 7.7 7.5 6.3

Dugda Coal WasherY 5.1 5.1 4.5

WORLD BANK - Sub-total -20-._0 151.1

Private Sector Cbal 29.1 d 29.1 d 28.3

Calcutta Port II. 21.0 20.0 9.9

IISCO III 19.5 7.9 4.7

a-lway VI 50.0 50.0 50.0

Contd........... p/5.. .
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I(ICI Iv20. O 18.4 16,6
ICI CI V . 30.0 24.2. 16.8
ICICI vi 3) 4 (50.0) 1.5 0* 4

IDA.- Sub-total 250 5.4 186,1

Roads 60.0 600.0g 51.7

U. P. Tubewells 6.0 6.0 g 6.0
Shetrunji. Irrigation t,5 4. 5 g 3.4

Salandi irrigation 8.0 6.1 g 1.6
Punjab Drainage 10.O 10.0 g 9,4
D.V.C. IV 18,5 18.5 12.O

Sone Irrigation 15.0 14.g0 11.6
Purna Irrigation 13.Q 12.5 g 9.4

Koyna II 17.5 12.6 g 11.0
Bombay Port 18.0 11.7 3.4
Telecommunications I 42.0 42.0 35.6
Railways VII 17.5 17.5 17.5
Ko tha guda m P ower 205SU-TTA 2.0 20.0 13.5SUB-TOTAL 1963/64 PLEDGB33, 

53986, 231 -53
AUSTRIA Sub-total

7&0 6. _?41
Credit for Capital goods. 7.0 6.7 4.3

BELGIUM Sub-total2
10.02 0.3

Suppliers' Credit 10
1 10•0 5.2 .0. 3CANADA Sub-total 1

23.5 16.9 9
LOANS Kotah Hydro Electric

Project 7.4 5.3 0. 9
16.1 11.6 1O

Contd.. .. . P. T. 0. . .. p/6



-6-

FHRANCE Sub-total 20.0 0 5.6

Third Credit for III Plan 20.0 20.0 5.6

GRMANY Sub-total 99.5 86.2 45.1

DM 61.4 Mil. credit for
Rourkela Refinancing 15.4 15.4 h 15.4

DM 40 Mil. for co-modities 1060 10.0 9.3

DM 40 Mil. for selected
continuing Projects I 10.0 8.6 5.2

DM CO Mi'-. for Alloy
Steel Plant 150. 12.2 3.4

DM 14 Mil. f or Rourke la
Expansion 3.51 3.5-

DM 23.5 Mi1 for commodities 5.9 - ...

DM 28.1 Mil for do n
payment for ships 7.0 7.0 7.0
DM 10 mil for ICICI 2.5 0.5 0. 5
DM 5 Mil for N. S. I. C. 1.2

DM 116 Mil. Supp 1ier s credit
for Purchase of ships 29.0 29.0 4.3

ITALY Sub-total 31 -

Suppliers' Credit 45.0 31.0

JAPAN Sub-total 65.0 61.7 44.2

Third Yen Credit
-(23.-4 billion) 65.0 61.7 44.2

NETHERLANDS - Sub-total 11.0 11.0 7o,2

General Purpose Credit 7.2 7.2 7.2
i'nancial (EXbrt) Credit 3.8 3.8

UNIT ED KINGDON - Sub-tota l 84.0 82. 3 61. 9

Steel, 1963 9.8 9,8 9.0
Getreral, 1963 28.0 28.0 28,0

Cont d... . . . . p/7 ....
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Kipping Loan, 1963 11.2 11,2 4.6
General, 1964 14.0 14.0 14.0
Bhopal, 1964 7.0 7.0 2.8
First UK-India -(Five
Year Plan) 14.0 12,3 3.5

UNITED SIES - Sub-total 377.5 357.0 248.7
Exim Bank - Sub-total 57.3 44.4 14.5

Coromandel Tertilizers 27.0 21.6 6.7
Exim Credit IV 25.0 20.7 7.0
Vy sore Acetate 3C Chemicals 2.1 2.1 0.8

LID iq-_r8&lg &Plasttics - 3126 23422
Tarapore Atomic Power 80.0 .75.8 29.5
Non-Project Loan III 225.0 225.0 198.7
Trombay Fertilizer I 7.8 7.6 6.0
Lational Engineering
Industries 4.3 3.0
Sharavathi Hydro
Electric Pr.oject III 3.1 1.2

I. B. R. D. Sub-total 103.6 13.4
Power Transmission Schemes 70.0
Kothagudam Power 14.0 13.4 5.2
I. C. I. C. 1. VI 19,6 -

50. 'e)
Sub-total l 13q.5

Railways VII 50.0 50.0 50.0
Industrial Imports I 90.0 90.0 89.5
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(U.S. 8 Million)

LgreementLimount of Orders Disbursement
QAreement : laced

SUB3-TOTIL 1964/65 *LEDGES
754.0 562.2. 321.7

usrina- Sub-total 0.9 0.9 0.9

For Capital go &s and
Commodities. 0.9 0.9

Canada- Sub-total 16.5 12.1 9.4

Gandu tomic Power
Project, 0.6 K1 0.6 0.6

Grants :15. 9 11.5 8.8

France- Sub-total 20.0 13.0

Fourth Credit
for Third
Plan 20.0 13.0

Qermay-.Suib-total 95.0 63.2 25.3

DM 90 Mil. for
Rourkela repay.'
ments 22.5 22. 5 22.5

DH 55 Mil. for
Conaiodities 8 2.0

DM 40 Mil, for 10, 0 10.0
@ Neyveli financing conti-
minig nuing Projects II
scheme. DM 10 Mil. for @ 2.5 2.5 1.6

DMA 6.4 Mil for 1.6 1.6 0.2
Sawang Coal
Washery
MI 13 Mil. for

MISL Electric
Arc Furnace 3.3 2.5 0.2

DM 18 Mil for 4.5 0.8 0.8
Railways

DM 7.25 Mil. for
Telco 1.8

--./
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Agreement Amount of Orders Disbursement
-reomert placed

§ D.M.5.35 lil. for other 1.3 7 - -
proj ects.

Dii 15 Mil.for I.F.C. 3.8 0.4 -

DM 5 Mil. for I.C.I.C.1 1.2 -

DM 5 Niil. for N..I.C. 1.2

DM 82 Mil sup0lierst
credit for ships 20.5 20.5

Di- 28 Mil, `uppliers t

credit for items other
than ship,-s.. 7.0 0 . 4

L .. Sub -total 36.0 -

Luppliers Credit 36.0

J4APLN.- -Oub-total 60.0 57.2 13.1

Fourth Yen Credit 60.0 57.2 13.1
(21.6 billion)

NETHERLANDS ..Sub T otal 11.0 11.0 5.6

general purpose credit 7.2 7.2 5.6

Financial (Export) 3.8 3.8 -

UNITED KiN GDOi Sub-total 84.0 73.4 42.6

Second UK.-India (General)
Credit;l&64 28.0 28.0 28.0

Second UK-India (General)
Cradit 1964 (Oil India) 4.2 3.4

Third, UK-India (Five Year
Plan) Credit,164
(Capital- goods for Private
sectorl 4.3 1.4

Fourth UK-India (Five
year Plan) Credit,1964
(Components -for B.01
Industries) 2.8 0.8 -
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i hth UK-India' (Five Year
Plan)Credit 1964
(Singarani) 3.5 3.0 - 0.8

Sixth UK-In dia (Five Year•
Plan) C dit,19:
(Tu'rbines for Power
station) 9.0 9.0

5 econd UK.-India ('ooal)
C redi.t,16 5.6 48 Q4
Third. UK.India (Genral) l112 7 6
Credit~lD64 ( Ki ping II)
Tirst UK-India (General)
Credit,-L65 14e0 14.0 13.0
UK-.India (Five Year Plan)
C redi t19 65 414 0.41

335,6 238.3 142.5

Ei Lank Sub.tota1 38 25.7 18.3
Diesel Locomotive
Works II 17.0 17.0 15.3
Hindus tan .lurlinium
III 11.0 8 e7 3.0
Gone ral Pulp ' vills 6.3

DLF/AID_..Sub-total 300.0 6-2 124.2CommodityA N S si-an ce14.
Prograimme 1964/65
(I Tranche) 50.0 50.0 42.8
RailwaysVI 72 72 5.8
Telco II

7.9 3.7
Consulltancy S3ervice~s 21.0 0.2 0.2



(U.S. $ Million)
m. rment 71ount of Orders

IFC II__________LreErnent - laced Rislurse ent.IFO III10.0

Hindustan Muotors
(Trucks) 23.0

H-industan Motors
(Shovels) 3.0 0.3 0,3

Commiodity Assistance
Proaramme (II Tranche)190.0 147.0 71.4
Railways VII 3.3 -

L •- .Sub-.total 95.0 9311 82.3
TelecommuicLtions I 33.0 31 l* 20.3

Railways VIII 62.0 62.0 62-0.
B-T0T L 1965/66 Pled~s.. 59.8 185.3 97.9

Austri...Sub-total 5.0 2.0 .
Sup.Dlirs'Credit leO
credit for capital .0 2.0goods.

GIU. Sub..total 4,0

Suppliersl Credit 4.0
CAINLDA ub.total 14.6 11.9 6.5

Candu .tomic Power
Project 30 3.0 3.0

.6 3.9 3.5
F-, NCE..Sub-total 2.

Fifth Credit for
Third Plan 20. 0
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Aere ion ~ jmomt of Orders Uisbursement
'reement Placed

G{MR1, Y SubY-total 85.9 23,4 23.4

Dh 3 6i. for our ela
Reipayrments 23.4 23.4h 23.4

DM 60 Ml, for Cormmbo-
dities 15.0 -

Did 40 M1il. for New
Projec.ts 10.0 -

DM 20 Mil. for IFC 5.0 -

Da 20 Mil. for ICICI 5.0 -

DM 10 Mil. for USIC 2.5 - -

Di 100 Mil Suppliers
Credit. 25.0 - -

ITALY- Sub-,total - 36.0 -
Supliers' Credit ~- -

JAPAN Sub -total 60.0 26.9 4.3,
Fifth-Yen Credit
(21.6 billion) 60.0 26.9 4. 3

UETHERL ANDS. Sub-total -1.l. 5.4
General Purpose Credit 7.2
Financial (2,xport)
Credit. &8 -

UITED KLNGDOMd-Sub -total 70.0 59.8 42.2

oecona UK-India
(General)Credit,1965 14.0 14.0 14.0

UK-In di a (General) Cre di t
1965 28.0, 28.0 28.0

Kip~in Loan III 11.2, 1.0 0.2

U.K. India Food
Em1eenqy -.Loan 1966 16.8 [ 16.8 ~



-3.

UNITED S.;.s...Sub..total 53. 3

L2kr B1aC -ub-total 3.3

Herdilla Chemicals
Ltd. 3.3

iser Couimdities Loan 50.0 5.9 5.9
Oub-total

Sub..total 00Q 'Ea 5
Industri al i .mp -or ts I+ 00.0 50.0 15.6

"a) Total amoun ts of lo1in respect Of certain I.E.R.D. PI-ojectshave been corrected to reflect these adjustments as per t worldBankc reuort.

) Estimated.

Combind for all the four French Credits for third Plan.
d) This tales into account the net amount after concellatinof .95.D) million. a

This loan is for a total amount of /5, Milon. o rDpurposes .tlis is bein split u in +wo amounts as ,erIB,R
report for 1961/63 and l263/6 iosI

-f) Orders placed under this loan ill be attributed to the 961-63 pledges, uuntil it ha1 s been absorded and then to the 1963/6,'x pledges.

Including that portion of the value of contracts awarded locallywhich is reiiOurt.able from I.D., on a percentage basis.
h) Notional.

A) Final Loan agreement with Kreditanstalt not yet signed.

41 -Lgainst suppliers credit for 63/6z' &/65 and 65/66
6he tot a iount of the project is $3.,.2 iLlion but an amount ofa 30.6 milio4 ill be adjusted against Canadian pledges for 19&96/65and1 3. ilo agAst pledges for 65/66 upto March 31,196



di to t e teryawi o1d the rer-ent the amount disbursedfor that year. - a nst consortium pledges
Reucdsince last renorte1)' heducas rcL an account of adjustment.lehe Wto tota 1 i at oui the loan sined on 11.2.6 is for £7.5 illionhaeainst sninh C f illion ol i ing counted against consortiur@With the iing of two agrements on 20th 1rill966 for £. 5durng? ($l.~ ~theient re pledges commirtted by U.K,durn,',the Xjiird Plan have been received.
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CONFIDENTIAL

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) India's immediate balance of payments outlook

(b) The role of defense expenditure

(c) 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 480

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 1964/65

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 4). This figure compares with almost $1900
million of such imports licensed in 1964/65, and $1350 million of such imports
licensed in 1965/66. As is evident from Table 4, 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 million) in 1965/66 and more than $1600 million in 1964/65.

4. 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 Government 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) The lcss of approximately $150 million of foreign exchange
reserves in 1964/65 was in some part the result of the
relatively large 1964/65 licensing program. In 1965/66 there
was no change in reserves but a net drawing of $25 million
on the DIF 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 IF in July 1966); furthermore, as
of mid-March foreign exchange reserves were only $550 million.
In these circumstances, the Government 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 1964/6-5
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.

(c) In 1964/65, 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 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.



5. The GOI has itself projected an import program which would permit
(see Table h) 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 00I 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 1964/65 level reflects, according to the 00I, 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 00I program is consistent with the 00I balance of payments
forecast presented in Table 5. (This forecast was also presented to the
IMF in connection with the request to the IF 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
1964/65, 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 (1964/65 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 1963/64 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 4 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 (4130 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 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." The Bank believes that in the

circumstares 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 RESOURCES (Excluding PL h80 Food)

(US $ million)

1966/67 1966/67
1964/65 1965/66 Existing GOI

Commitments Program

Gross Resources: 2,678 3,049 2,999 3476

Exports of goods 1,688 1,693 1,722 1,722
Project aid 599 848 777 777

Existing 536 767 777 777
New 63 81 a/ a/

Non-project aid 372 420 363 782

Existing 242 34 363~ 363
New 130 76 -- 4lW-

PL 480 Cotton 19 63 -- 58
IMF drawings (net) -- 25 137 137

/ New project commitments may be made by various aid donors but these would
not affect the problem under consideration.

b/ Includes:

(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
(4) 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

Total $363 million

c/ Includes:

(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)
(4) $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

for)
Total - $418 million



Table 2: PROJECTED FOREIGN EXCHANGE USE (Excluding PL 480 Food)

(US $ million)

1966/67 1966/67
1964/65 1965/66 Existing GOI

Commitments Prog6rna

Resources Available (from Table 1) 2,678 3,049 2,999 346

Less (-):
Payments on account of licenses

issued in earlier periods -817 -1,111 -1,037 -1,037
Profit remittances and private

investment capital - 60 - 64 - 65 - 65
Net invisibles a/ -116 + 32 - 59 - 59

Total -993 -1,143 -1,161 -1,61

Balance Available 1,685 1,906 1,838 2,35

Less (-):
Debt service -252 -323 -359 -359
Freight on PL 480 food - 50 - 97 -122 -122
"Normal marketing" food purchases - ho - ho - 15 - .1

Total -342 -46o -496 -496

Balance Available for Imports 1,343 1,446 1,342 1,819

Less (-):
Imports financed by project-tied aid _-599 -848 -777 -777

Balance Available for Other Imports 7h 598 565 1,042

Less (-'):
Other food - 21 - 17 - 59 - 59

Balance Available for Imports excluding
Food and Project-tied aid-financed
imports 723 581 506 983

a/ 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 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
1964/65 1965/66 Existing GOI

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 1,159 752 243 1,287

TOTAL 1,882 1,333 749 2,270



Table h: IMPORT ALLOCATIONS

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

(US $ million)

1966/67 1966/67
1964/65 1965/66 Existing GO!

Commitments Program

Maintenance Imports

"Bulk Imports" 809 672 444 891
Fertilize~ 81 128 ~~15 200
POL 200 166 118 172
Newsprint 15 13 8 19
Iron and steel 166 46 36 164
Government Departments including

public sector enterprises and
private steel mills and petroleum
refineries 344 319 137 33,6

Other Commercial Imports 806 596 212 1,243
Cotton 107 ~~ - _77
Cashew nuts 15 23
Raw jute 6 21
Sulphur 13 13
Rock phosphate h 13
Other materials for chemical a/ a/
industries 111 118

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: INIDL' S EhLI TCE OF PY METIS FORECST

(US $ million)

1964/65 1965/66 1965/66 Current Estimates 1966/67
.ctuals Nov. 1965 I Half II Half Total I Half II Half Total

(Forecast)

I. Impoorts (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 58P 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 -1,176 -1,42 1  - 708 - 819 -1,527 - 995 - 853 -1,848

IV. Invisibles (net)
i) Interest on foreign loans - 109 - 145 - 69 - 76 - 145 - 69 - 82 - 151

ii) Others (including NDRS) - 4 -- - 6 - 59 - 53 - 8 - 13 - 21

Total - IV - 105 - 145-7 - 92 - 77 - 95 - 172

V. Current Account (net) -1,281 -1,566 - 783 - 836 -1,619 -1,072 - 948 -2,020

VI. Capital Transactions
i) Repayments of loans - 141 - 178 - 82 - 96 - 178 - 99 - 109 - 208

ii) Repayment to IMF - 101 - 76 - - 75 - 75 - 50 - - 50

iii) Other capital - 180 - 61 - 90 - 6 - 84 - 95 - 8 - 103

Total - VI - 422 - 315 - 172 - 165 -_337 - 244 - 117 - 261

VII. Total Deficit (V - VI) -1,703 z-,881 - 955 -1,001 -1,956 -1,316 -1,065 -2,381

VIII. Financing
i) IMF Drawing - 101 - 101 - 75 - 25 - 100 - - -

-i) PL 480 - 481 - 483 - 294 - 294 -588 -386 - 292 - 678

iii) Other committed assistance - 970 -1,268 - 567 - 701 -1,268 - 563 - 506 -1,069

iv) Chiange in reserves (Decline -) - 151 - 29 - 19 - 19 - - - 42 - 42

v) Gap to be covered by disburse-
men-ts of fresh aid and other inflow - - 367 - 309 - 676



/a
Table 6: INDIA'S DEBT REPAYMIENT OBLIGATIONS, 1966/67~~

(US $ million)

Creditor Principal Interest Total

IBRD/IDA 49.o 36.0 85.0
U.K. 33.0 231 56,1
W. Germany 25.6 23.5 49.1
U.S.A. 34.2 27.2 61.4
Japan 16.5 13.9 30.4
Canada 5.1 2.5 7.6

Subtotal 163.h 126.2 289.6

France h.5 3.2 7.7
Italy 2.5 1.8 "'.3
Netherlands - 0.8 0.8
Austria 1.0 0.7 1.7
Belgium 0.7 0.h 1,1
Switzerland 1.1 1.2 2.3
Kuwait 6.7 1.9 8.6

Subtotal 16.5 10.0 26.5

Other 0.1 0.h 0.5

Grand Total 180.0 136.7 316.6

Details may not add to totals due to rounding.

/a Excludes all "rupee payment" obligations to East Bloc.

Source: Government of India



Hr. B. R. Bell March 3, 1966

Alexander 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 5 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 believe 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
that such a note ay be sent to her for distribution within the next
day or two and I would suggest that your office contact her as soon
as you are In a position to estdate mhen the-stencil is likely to be
available to her.

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

BVotavpd



Miss Mary Copeland March 31 19a

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 list 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 MrI Reid).

2. I understand that Mr. L. von Hoffmann is to be added to
the persons listed in the righthand column 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 column, namely, Mr. B. R. Bell who should receive
10 copies, and Mr. R. Sadove who should receive 1 copy.

4. These additions may exhaust your nonal inventory of
spares and I would suggest that the run be increased to 265-275
from the present 250.

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

6. Incidentally, ny present extension is 2847. In ny absence,
as you know, Mr. Pollan (extension 2135) will be in charge of these
matters. Mr. Kats (extension 2238) is responsible for many consortim
details and will be working more and more closely with you on thee
matters in future.

coo Mr. S. Katz
New Delhi Office

GBVotaw/pd



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

OFFICE MEMORANDUM
TO: Files DATE: March 31, 1966

FROM: Alexander Stevenson

SUBJECT: India - Consortium '

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.

cc: Mr. Wilson /
Mr. Bell
Mr. Votaw

ho!/uz



FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION
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*BANK*

INTERI NATIONAL BANK FORl

tECONSTRUCTION AND DEVELOPMENT

WASHINGTON 25, D. C.

RESIDENT REPRESENTATIVEN INDIA CABLF ,DDRESS-INTBAFRAD NEW DELHi

RESERVE BANK OF INDIA BUILDING

NEW DELHI

ber N. 86Arch 26, 196

Or. Stanley Katz
nouth Asia Department

Internaional Rank for Reconstructon
and Development

118 A Street, N.W.
Washington, D.C, 20433

ear Stanley,

1. Tm afraid I just couldn't make it to send you the draft I

promised, it just doesn't seem to be possible to g0 thu CouplOf

das wouldie to write dowo decent, r top of the flond

of visitors, mostly non-colleagues, during the last hr days, larbara

le~t for London In leave, and Snobha has been tied up with an undeferatle

fe'' estate job at Prithviraj Road today. Hence, even dictation time

has been in short supply,

2. However, i thought you might be helped by a sketch of an outline,

which _ precared early in the week. It is iust a series of points.

scarcity of actual data make it difficult to elaborate, but T believe

they might still serve a useful purpose:

(a) direct cost of fighting is about Rs 5o crores (iinistry

of Defence deport, p. 4). it inludes arms, ammunition

and military aardw.re, but n" damae to civmilan propert,

which, however, should not have been excessively laree n

ab olute terms;

(b) a good deal of the Rs. 50 crores is, directly or indirect y,

rseign exc h ange. Some of the nardware is imported, some

inrdignously manufactured using materials toe country is in

short supply of. Explosives, for example, are manufactured,

n Tndia, but imported at the margin, etc., etc.

to) some losses of export is also attributable to the conflict

(Report mf inistry of Commerce, p. 10). Some of this has

been caused by dislocation of traffic, delay in delivery

ime, etc. Some by confisctioun (al tn un in trw

Arough 'ast Axs Ian t the Qinn of C OMM

and nnt yet release 3).



r<btanle: Katx - 2 - March 26, 166

(d) in the eastern part of tne contry the cofict caused
enormous increase in transprt cost forcon od coming down
from Assam via tWe rail link rather than tne inland navi -
aVon system in East Pakistan. Wditional costs to
induatry duo to dislocation of transort syntem in September
lave been reavy in the North wastern reion as wcll;

(a) a certain amount of goods in transit bound to indin has Wen
confiscated at Pakistani porto and not yet released. Though
the amounts involved is probably not veryl e it inclaues
machinery and equipment required for projectm, the completionl
of which will be considerably delayed n-v;

(i) increased requirements for the defence Mffort of cooodities
usually exported caused a further decline in ex ort aarnincs
(raw wool is a case in point).

3. 1 hould have thought that you would also like to draft a few
aragraphs on the "aid pause", wnich is by far the most severe effect

o0 the conflict on the idian ecrnomy. The effect i Welt mostl via:

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

(K) A very severe tightening up of the issuance of licences for
other maintenanco imports as well, such as spares and com-
ponents, which though not immediately reflected in a Al
aown in pnysicai impoarts, shoald he fully felt during the
first calf of 1e current financial year.

(iii) Very serious uncertainty over investment prospects, the
delay in the formulation and appraisal of the ourth Pa etc.

You know well what the position of the US Government with respect
the aid pause is and has been. As to other countries, you could pernaps

refer to my letter No. 301 of November 11, 1965, which still rePIlc &he
nt tuon of 5uber Consortium members as late as the be'inning of recember -
out check Ve Germans. You also know how te progra: Cot to move

end of 15'5 and to which extent. I think you will like to art
a couple of paragraphs to tell this story. Of course, the conmcuences
f e atuitude of major doner countries effect the prospects for the

economy as a wqole. However, an important development you miht like
to 0mp0asise 0 the industrial sector, boM private and blic, in Loaf,
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Vlgbisiness in aid flow and uncertainty over t0he nesrt me roscta,

nas caused a considerable slow down of the ti1 of ical ment , wit! a

eceleration effect mainly on the machine tool, electri sufriernemt,

d other investment goods industries, wTi en r so r it (r from

3sustantially reduced level of

t o raesc udcnin e toolsnd electrical equipment). Thmo,

vsw dowes in invesmcnt tempo has, in a sens2, eased the pressure

Sslow rum ow dcn e and uncert in availability of forrign exchango on

arising foro reue n o oethless, industries iter wit a long

rde r I or i r ist, ur pronecig for other sectors or tne econony, sum

s dslorlL olere debmannd ns ltil fairly buoyai 5, nvav been obi eud

ra dow n -,Locks at very low levels to keop production ging.

At tii± poin.t You mit also like to mention that the inahre s-7

rNfects of Khe war have hit Indian industry at a time wlen tY were

aready~ unoer pressure from a somewhat defiationary pnlicy of tue RBI

ane ty unane peinistry, which was meant to curt excessive inflationarY

ressure in rce ecnory and check money supoly expansion, as well as to

mace imn d e econom The credit squeeze operated oy the

mk imring the first half of te 1965/66 financial year was accompanied

Q a nungr o other measures, such as the 10% import surcharge introduced

a mn 196$, the 255 compulsory deposit scheme aganst orders issued

or iustyiaimports in efect till the second Finance Bill was Lntro-

Co in uia anmo substitted, at that time, by a substantial increase

inu irt duties. All tse measures had alrea iy contributed to drying

ioe o es.ity - nt- industrial sector to a considerable extent, even

if, from the eneral monetary point of view, probabl have been far Qwroa

1 iff ic to result in a coItrastion of total indebtedness of tse

ufictvia sector toward i e hanking system, and hadproved of/lit le

do u CI seony c o o y growta in view u acrtinous expenditire in the

useccnt setotor (and States) The fact o toe matter is that most

austria earleo rises have netn etreme1 short o forking capital dur g

he second qalf of last year, and stilt are.

6. 1 should have thought that this is as far as we would like to

in qrv re t to the Board, just to show that Ot we urn warc

- at in M enuig The tone of the drafting joula deict s F

of wos situation, without ak.ng it too dramatically bad. Tnis woula

be only fair, if we do not value time, of course, d ! ce nle crrect wa

Lo look at the economic conseqluenlces of the Ifudo-Pak conilict would be,

o loa, a estimate te cost in terms of 16st per capita income of a

minimum set back of about one year in tweconomic nevelopment om. a

country where population growth at 2.6i pcr annum aof s some 12 hielltn

people more every twelve months. 1 hope UK is of some help; -et-er

than nothing, perhaps.

it was very nice seeing you nere and nne jou had a nice trip

back.

With best regaras,

. -- or- \otaw 
Romano antaa-



ctated . but not read



Mr. Donald D. Fowler March 23, 1966

Alexander Stevensm

Meeting on India's Aid REquirements

Would you please arrange for the distribution of this note

as soon as possible?

HPollan/bj



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

OFFICE MEMORANDUM
TO: Files DATE: March 23, 1966

FROM: Alexander Stevenson

SUBJECT: India - Consortium Ti etable

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

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
thie 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 Government 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
aopraisal 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
t;aken as a result of Mrs. Gandhi's Washington visit, there was little
use in speculating on these imolications now.

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

cc: Mr. ilson
Mr. Bell
Mr. Pollan
Delhi Office

AS/uz



FORM No. 57A INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE:Mlarch 23, 1966

FROM: Hans Pollan

SUBJECT: IDIA - Consortiium and Bell Mission

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

2. M1r. Wilson explained that the Executive Directors of the United Kingdom

and Canada had called on hi. 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 ODM and he wanted to discuss the next moves.

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.

b.. 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 iminent visit of the Indian

Prime Minister in Washington. Mr. Bell said that the Indians, after taking into

account the proposed IF drawing of $187.5 million l/ 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-t-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.

S 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 4 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 850 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 left to him to make and which would reflect

his recent discussions in India, the GOI 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 Mnister 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 a preliminary 
to an eventual later

Consortium meeting in the fall which would consider 
the Fourth Five-Year Plan

and its aid requirements (following the Plants 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





CONFIDENTIAL

IND 66-2

FROM: The Deputy Secretary March 23, 1966

INDIAN AID REQUIREHENTS

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 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, IF

Chairman, India Consortium
Director, South Asia Department
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FORM No. 57 INTERNATIONAL DEVE\..NT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCLATION R be&TRUCTION AND DEVELOPMENT | CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: March 11, 1966

FROM: Alexander Stevenson

SUBJECT: 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.

cc: Mr. ods-
Mr. Wilson
Mr. Hoffman
Mr. Bell
Mr. Votaw
New Delhi Office

AS/uz
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Ix4Inr ansor

Irnia - et lifand Crdtr mt

"re is e paer whicA Mr. KatN rs iwnp-e on t;e debt
rWAieation. I t ,ink y-u will find it very hl iul. Toug tot

confind t t urkish exL.le, te forula utlined in it is, I
beLleve, entirekv cosistent wit tat exa le. 'r. Kat will Sto

in ais his wa to India to nick U more inortionon te
urkisa nxeience,

a ar as I know in te ad aris club, etc. tht
creditors nave not ot into Vae question of trying to equate past
and r sn i sacrifice. I would 1o 1 nS in any furtr In tan
ebt sa d in, oeration would al look ony rar, ter-

wiev t ' r ar becme vry c ilatedand it
troule tn it it all w rtn.

I nve oust Vpoken to er. all in London who nea seen Sir
lan audley at the latter's request. Sir Alan m.ade wo ints.

u.r . feels there should be a eating of tie consortium rae0are
re tie one on th ouirth iso. They nne tnat toe next (end Aarc)

.eetin, would repar ti. W . y conceive t roble as an
tin fte aid uirents and plans for 196/ and ir AIan
said he o tale would be te context o e next meating rath r
than toVe narrow ne of debt reseneduling

Sir Ala said further tat eU.K. takes a serious view
t indian economic situatin and is alarmed about it. (Tai

r vay e contrasted witn the .5. p tin as noundd r.

C a atarn)

cc: Mr. King
Mr. Votaw
Mr. Katz
New Delhi Office
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Mr . Alexander Stevenson March 10, 1966

Gregory B. Votaw

INDIA - Debt Rescheduling:
Paris Club and Other Precedents.

1. Attached for your reference are copies of the following
documents:

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

(b) The "agreed note" dated February 3, 1965,
governing arrangements with Brazil.

(c) The "new model agreement" dated February 6,
1964, governing arrangements with Turkey.

(d) Minutes dated January 26, 1965, of the
working party on Turkey to -which is attached
a "discussion paper presented by the U.S.
Delegation" summarizing the formla also by
the U.S. on that occasion.

Other documents sent to us by Mr. Katz under cover of his letter of March
4 describe the various steps in the development of the fornmla for Turkey
and would seen to be of less imediate interest to you. I have left them
on his desk.

2. The following elements seem to be part of debt reacheduling formulae:

(a) Definition of debt to be consolidated by type of
credits (connercial suppliers' credits listed in
an agreeddocumentlE. possibly in the case of India
all credits which counted towards consortium
pledges).

(b) Further definition of debt to be consolidated as a
per cent of principala and/or interest falling due
on credits under "a" (for example, 5% of principal
payments in the Argentine case, 70% of principal
and interest payments for Brazil, and 100% of
principal and interest payments for Turkey).

(c) Further definition of debt to be consolidated in
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 formala are to be concluded.

(e) An indication of the period during wi h such
assistance (for example new credits for the refinancing
of payments) is to be made available (calendar years
1963 & 1964 for Argentina, calendar years 19614 & 1965 for Brazil).



(f) A clause regarding refinements in connection with
any debtsa already consolidated.

(g) A period over which rescheduling or emergency
assistance will be repaid (roughly six years for
Argentina, seven yearo including two years' grace
for Brazil and years after five yeara' grace
for Turkey3.

(h) A clause indicating 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).

(i) 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 re gotiations
with creditors not covered by the agreemet (including
for Argentina an obligation to conclude and implement
an agremaent with I'F, and for Brazil obligations to
relax laws governing foreign private investment and
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 connection with each refinancing effort. With this in view and
considering that , substantial amount of refinancing has alrea47 been considered
part of Third 1lan assistance, it might be useful to lean more about how they
would approach the Indian case if an elenment of reschednulng is to be considered
in connection with Fourth Plan aid.

4. Although I have not been able to read the Turkish papers carefully,
they seem to contain very little economic dat' and no evidence of a program

tment from Turkey. The papers contain numerous statistics on debt forecasts
on payment burden and some discussion of questions regarding the mecianics of
rescheduling. The final guidelines or formula seem to have originated in a U.S.
working paperj If there is to be a rescheduling exercise for India, I suppose
the Bank will be expected to draw up a paper along similar lines.

cot New Delhi Office

GBoa/pd



FoRM No. 57A INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: DATE: c

FROM:

SUBJECT: -

i is view refinancing and reschedwalin are coar.abl2 an

wjoul. be so consiAcred by the U.S. oVerment. .. ewon-prject aid

would also be O.K. proviCd that there is clear eviec t such

aid is additional to nion-p roject assistance which wou]ld hv been

available ot .ise. T ovio is 'iportant and 2roublesome0  It

would ak: it necess to establs somes cbcmark or base figure of.

norma l non- roject assistanc in or r to evaluate the true -'cct
of debt relie offere in t o o ne non-roct lons or

Toml, the propoe mi imports credit of IDA
would be consire sa i i J

level.o non-proec- enn w zero; oer, i the norm is taken

to be the leve o in t ir lendig 1 in or
th rpsed n. credit culd not be con ierC as relief with respect

to deLbt seriw§ce O.

so: Beho. De i Ofice



FoRM No. 57A INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: r) a DATE: arch 1,16

FROM: ro , o

SUBJECT: I1 - in j
Crdtr rth l Ionsor-tiLum

l T 'n your letter of 'arci , you raise a nuestoln about distribution
o 1detailedm ites descib.in the meno buar1. oudsugstut estckwth the rueta-hben follwdi h at aeyta

tese minutes0 ae peae tor intel urpoe only and not dictributed outside
t Bank I regular meetings of lte Consortium, as you know, a formal record
ol' proceec5tns is agreed to an. cirocuae. .e hve also kept m uch more
detile :mns but for our own purposes. f other Credi to1s rauire a
similarly detailed record of suc disc usions, thi n s .er repr tativs at the

tg ust prpare it. eee to say, we v bee ouiteo LiLfln to
echnge inforation ifnformally, usually b- telcphone, to verify each other s

no~te s,

;in3 e tne prt of our larger oaly, 1 an sening a co f
vhe milnutes to esss.31 -Lch andTu Tin.

cc: ea elhi Office

GE uoa/



(a) amemo ndurOil lending prospect to uhicj

:n list of potential projects is attacheu,

(b) estimatcd debt service payments to 11m 1y

(c) a forecast of the Dank's net investrent in

imLiQ for eac o the next ive /cars,

(d) c":Tt al c



\ ~ - n ctt , ",I.

eehe i p .c:in t .istin of leading prnooals Nrom
T n ime --se er of jor r i:Mou 7 ,a ".An, vs a pa g4e

b 0. ' ,- r, -o . Yott ¶cette 7 /

rig a vjic= y-e-ivnf 12,'7 -r., ,in ditan

ere a fi cgwnce tbAt roet of ti OrposO sAVON crn#r
C (tow nrarly- f",,0 million) 10.4 be nego-t-.a -'

ore ~ o "by.*!We 1967. Tnmr'inRte d-r ~:-
A~ e +.4d wans may come forird during tne coxy I1

Ir - r m3t ,all ofr *en vill.

.ing from this list are fArestry and fishMng (oon to be
u~ ~1y pject idntiicaion SAMn organized undpr the TD/f'AO

>o,'N-rt v -regr and the C l Rutta Water Supply &chow (for which
a -cnsored v Ater Plan vill shortly be cmpleted). owever, judging

'-t e apriene it is unlikely that theie .ffrt. will yield firm
: Tr 7 Orje in less than 12-18 months.

V. th rvorth Plan apraioal has been completed, we would be
l'>y to dean I tftrely mw lendiag proai -- aUsig r1simari.y laA

w ds, awqh* tizy ra-w departres in utch fielca as aicul cedt
c nzma r aSt-iAtes suah as read trais not, power, etc.

rt -' tr T'TC! is al~se erpeted to rcrire a1 forte tmt
- - "t e1 'ye'ore .9; by thon wp ;im anticipate otor

Srm rr in tch rivae sor fr3oim. c-:-gannes,

retwnBr Cfns
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arch 12., 1966

-M _ ga for 1966

1, We'r., C. . %b-ds, J. Burke Knan, Irving S. Friedman,
•'. Co E''^arder -rn-4on and '7r.gor . Yotai met on Yarch 9

o s.- 3'r- Itevese note of Xar- h and attached foreceaWts
& :utt rn 1 n ore dlit dbt service parents to I3RD and net
:mst . : ,was agreed thatt

( he IICO, TISCO and Beas proposals would be
recomewnded to the Ixecutive Directors for approval
of IBRD loans as soon as the project reports were
readr to be presented.

(b) Pertiliser m faturing projects should be
considered for IFC investmenit as soon as sponsors
were read to present thmen IF loans to such
p.rojeats would be considered part of the fulfillment
of. the Bank's uncomitted "pledge" to the consortium.

(c) Further preparation of Railways II, Bangalore Water,
Haldia Part and Industrial :Nports III proposals should
be contimed w:th dae deliberate speed, so that IDA
credits for those proje ets cold be recomended to the
Doecutive Directors within the next few months, hopefully
before June 30. 1966.

(d) If Tndia were to pres for an industrial imports credit
of more thman $50 million in the next few nonths, we
wcul( continue to respond that such requests cannot be
corfsidered untlC. there is an agreement between the Bank
and India on broad economic policy issues.

(e) Apprai&l of other projeots listed in the attahment
to Yr. Totaw's remorandun of Yarch 9 on "Lending 'Prospects
:n ,W66/O7 should be scheduled Nast as soon as India is
properly prepared to receive the appraisal missions;
howrver, these projects will be developed on the under-
standing that any recoundation to the Ercecutive Directors
wou.ld be contnget on such factors as (i) Indiats attitude
towards policy changes recommended by the Bank and (ii) the
availability of IDA funds. A review of these factors night
properly occur every two to ftree mnths and in any case
whenever lending proposals (such as those still to be
appreised) are closer to the negotlation stage tban they
are pt present.



(f) ar t* +,Irp being, further Bank lendig Will
' , ,etrt-o',d m *nly to Priate usWater projects

(ad BRma). partly with a view to mfntaimWt the

Ii vla n-.t 'nrestawnt vt, ne 7fore thmi $62o-65

milion. A, .iar e.6 o "bookkeeping" is
d myr meaT a gIft frm IR-D to DA

eraout ;-35-140a e l itm P*''
such a ehi", wuld be aoeomplihed %7 projerns

!sted in Totaw's memorandm under -3", YC" and

"Do (exrluijng Beas) Frr yeonenendsc !or consider-

:,%tion ar IOA credits, a-d obviously need not be

rmounced ex.pliaitly in avance.

cet Mr. F. 'Pllan (with attahsuenta)
Ne DehI effice (with attaohments)



BANK LOANS TO INDIA: NET INVESTMENTS*
INCLUDING PARTICIPATIONS AND SALES FROM PORTFOLIO
(MILLIONS OF U.S. DOLLAR EQUIVALENTS)

1,000 - - --- - - 1,000
JANUARY I OF EACH YEAR APRIL I OF EACH YEAR

800 -- ---- - ---- - 800

600 - - - - - - -- -. - 00

EXISTING LOANS

400 - - - - - - -- 400

0 EXISTING LOANS PLUS $45,500,000 FOR IISCO AND TISCO

$ 23,000,000 FOR BEAS PROJECT PLUS ()

200 ---- __---- --- 200

0 10
1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971

ACTUAL PROJECTED

*Disbursements net of repayments
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r. re-ort*. ,;ot
2 oi Aza o:art-ment

J. 'tor atiurt loa anlx for
"OcrnstructIon an( Develocmeont

an shintonD

Doar Greg:

I am enclosing a number of papors dealing with the
Turkish debt resceung a ell as the final areements
for the Argontine and railian reschoduling exercisos.
The- ere provided to m on a personal and co3 n intial
basio and therefore shou not be auoto or circuated
too : 1dely.

I have not had a chanco * cre th a'glance at th
Tur'-ina pa ers, brt t~ er. iS so iscaNoo Lon of reLatio.
donor equity. ~ou ,~ill note that tere i. even less
uni oriity of reschd-. '- tor-o I condition, in the
Turhiok case than in eit -r of t-e o ther two Qentioned
a ovc . This is in part ao to the fact that there had
boon an earlier rollover of 1953/59 t, and in part to
the fact that the Latin ' torica' procolaonts lere not
referred to until thi I:oro Por-issivo forin
evolved.

On another point, th e minutes on the Indian meetin-
of th l7th uiore not distributed veryr widely. Should

copios go to any of the pople h o attonded th- neeting
(0esars. Pinch, Zagoriln, at al)?

Best r-gards. oct to arrive in Delhi 2Sn'",

Sinceroly yours,

S. Katz



Mr. Ceorge D. Woods March 3, 1966

J. Burke Knapp

Forthioin Operations in India

Attaohed are two inter-related memoranda regarding our forthcoming
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 moraia 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 :ism
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J. 3wds KnapP~ TamTI1

~~m~ Mk an Boo.~ ek

Ding ase past 6-1 Mna in ba* been ae to get saan in
India (and Fa±#tan) just On Ue basis of preeosug %dat we had in the

MI1 bUt I t nk ta tMAe bas 1a:s n Ista at 3 sast when w aed to
,reasM orogreeand set m dftinte giad-lis for the next yw.

in$ v1i af tb iprtnoe of IDA to India - and v1be ve4 - it I*
neceWM7 at the same tde to tawm at laaet a prue1uSnwy 19e* at the

gnral IDA progrM for the next fiscal year. Th4s I hadS 4d in an
*Ccat Maag rsarnadm - both at Vse t ariad "ntative* in View of

"tb U 16taint4es bhieh an over both Inda and IMA.

This. e e witte m an te ase t be Vat w and th
Idian set±me winl not realy em" to gripe with e Indian case
uwtU Iesi in 1966. Napfll 1W this tdsa the Indians wlba pre-
pared a ao ?ive-Year Pan, ad will hv adpted, or imaicated their

ilingt e to adpt, a et CC a.IC POsUic. W" Woul4 MaO it
appearaetto *ml a Oxwm4m isetg to owan w tAme external

finming of thAir Plas in a japetsie wq. It is aemmed in 4etw
weeds that tim. Oadag fissal yea will be an interX, yeW dWin which

We mid other ands will opeate a a smNOuhat iqagq8ee d basis uitaut
any OAlctive pleging massisso.

Another pre3M of pr0gr0-01in 1 a landig aSOU tIdeS in DAtia
is tt w% proets w- and wane in term of thr rWadifmte for Bani/Ia
JO t. TOU the problam. Vs have kad with IIO and TIWO, as well
Kas Agade frtA '. Sam other projects here had similar vwiasei~

des, Vn now th areneme INIIrotat both as to what
rol ntotal be broght to the stae of final ngttaun in

.TdIa awuin the nest few =nh, and as to the isset ants to be lent.
Howev, r tet gmes at this tim is hat by Miansmmr w aSha4 heabl~e a@ oamph a felowing opesettone ioih ae eanty in the atiL

$ llimAM a - ANw~ ala*tN

laibispe 66
flange.s water

3

lbldia pert
lees esamt _
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Ibw do me fi n wi ar past Conc ut,ad tm futr aaila t of tend for ndAi Ma einted oMt in
ht ap tion, m p of t to

ret'S iste sho 0 di arge 1r pldge to the Inan
Cases time foer 0e period edn Mvba 31, 1966, and odd afre

(m Ire e Avene w qt. The so"s1 naenum Cnmc*afes
stoegt 1 eMn lls 120 aU .aavaila.l for nw enwet,-

nte Iin Ind i eatro fLi yea 1966-1967. on tn B* side, we would
nt4X be charth $97 W a.n of the -he eamted wftfln pledges

to ~ ~ ~ twvf thftvedeMenhMrh 31, 1961 ($2n rlmm).1 7ble ameg
of in ayan e fr Ia depnd on ea je n+ of he WepaCtee

oes belew).

POntktiay, a t all the ubeve a*p1Un 4 ept MD and
U25 .Omb be Mned bmc nt forth betmen tm ak and MR O3n,bet e p 'Wexo semts ut abest riot en the =A side aa oul

lauvan moms reaa ese aimm en Bak side.

wle bv two am pdots WhOptg~ up for ary doialin, ONe* en
the dr of t50-,60 idunu

()the pee"pod ge-4seig -5 1a a A1util ma
leoA, v Aih 1m bav 4Ad a woasd be prepaned to eneies

as Wt to a maRe genal 11ssagens't te give
140ia relie feOR It*s Assieue passess dft* m

Idin fIscal POW *n"i ase6 31, 1967, Aod

(b) a diu nsa ni . .AMV . "94j"t Utih we boe bow
"* e IaN" tA Ime =A "de. Uee Would be a f""-

Ce two o001m00 IR pretel time ts.ek isata. fiie4/

4 pe0 0 ee, I a- in unalmd to irevero the (iw
ndn Im inat'al apt. peratin en tme IDA se i*le ptt~in

the tarm atume p"eject oni ow Uan Aide. The prWie iautria4
impse V esa.tion hees been dn0 %V ID and I dO't tM* the ak agt

tV gms iSto t-is businime ua1is it is real4l neeseemg. Tet
aat os esermodn wenJd %m ss prses eatulwiy qsiki n

rwb g25 in the nes fiscal yeaw). I*" disbareente vwaid
rt¶4i wautI ep0ayments to the BOVg ve, the fast is that, with

or **ds mt dru a mom loa toa epsur on aak xoww
Sn Um vin be risg eseanal d*vim the semt few ;*arm.

Sh Saa a ha*ww the &*#ank* sop s, •omses br the
a0100 af a O* 1AA tally dbed and mts rSz (vbthut dedets

f Rte that the 083 iUAi e me iam 4s s oast toud *xnesum

*/ g0s to sbes3Ao m appesea4 Wnae-m en e peojenta sean as
a MtiaWtraty pese is We t4d im tata of aeeamt1an
OAI- valat vo rese9aetAAMO The Ge0iemmenti has equeted finanoing
@0 89 ien to ones a 3Apser plrm emmv, 34bjeet to the

r1boult. W %be appMal " it seNS to 0 Nt'. $50 illmon an
i 4 n piTroject wmal4 be g at laot for this year.
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- te and pt sal), hb vl4Vd in recOt Yar, aM
owv i. wl avteap In taO 14tu on veia4t mwtiana. Tho 1li

o Vst wro o r ete the nt invawont an O e baela of present4
oc~ ~~o at tadin & e eMnAdd sucsalv$ lines abowing theadionf

St. blockc or '317 mil n lis aboew, (b) a Wrpoe 6
tesemannndon laa, ,,nd (c) the wUmar 437 xmimato loans wh

v a be q re to diehrge the rmaLing past 1nk pledges.

It i. jUrt et all .tiuuki to n*e that Ow ap r ra a
penk three r a am ba sin 4se !34m olightly to tMh preent level
of sheet $550 In1i- *hev'r, tad dsolin We alleady been arreted

d as ara t af ib -n i tgM llO 410M) our not IAVeSt-
wnit is vabmdued to inaree d g oo nxtt yewa. Claarly thie
Is ni t a DraEian stat&u wme w ha4 not repayman oming dw over
a pr ind of yam,, and mde a lo tans mat whch vou
vwn* aln car 3mt InvetmAnt. Aetuall ve Cully expected oWe espwme in
r to bwl! i p In room yers far byn the prsent level, but Uis
d,4 rot hape, e of prjet dtrimUse. We nw expet to brak
the thw dmi Oficulus vit $he blooR or 37 Vll on, vad i Alrr

produce va betantdAl beated p In th *rond of mw rot invit
4,n Irdias hi trend would reamive at xartb aar isefe tsuesn

As tar the summat $37 W11100 back-IaS, it XUt be argued that
w 0aVU1 ~arb it, At On VO go- Vat Ida hAO had assde Opprtunitw
to A*t proUt an ith utI a nm an tt(i.. ndi
Cred:.Uthir OW) have Owe subsantall etagd AWWWr, 403h actian
wv be wus rest In na and woul albat ourtany be crud m A

Ly a am Of Orr folur wenos ~sm. FSue 1mOr, we uwwsvs want
w'a freedAm >f Auwse to suppst turther piate eter progE@t in
ntdd I.g. frrti isew plunta, w4i tould not be suitbal fe w £Ia"ins .V
&,or loan of 37 a m still leave our total espoemr in India
47 a litt b $750 i 4M and I don't be34. t*t ve hawe at tbis

ti'mea uffi tly 41e"a vi at Inae eventual creditwortn* to mak
* dit Wt e betwen ay wVO and 75 t iAn. Ieno m

at e ackw1Iwide au nstiige ~ bo~oasifr h
ewd u that wet ;-lan to uvtilis e margin of Bn ninpmvmily for

pr ft ts tte pro.Ists. 46 wou etdWl hma a 1n .iwde ai
fr siblc ano'ar idn durit the ant fscal yer asund $70 en Han

vi t 4Anoa ad a total of .12 MSfe to Inda ade $50 I.llio for
inimtrital 1$ws.

I an t4"d Mt the Unea A U3Ta to ers two (muat .lated)
w~%1m to th rargatas pressn, neit, they *q ask tha1 ianb n at
tw meowe pvdnan to VA ten XX and tas sen* be providd in as fam

of lafttalopwr f1anda I gather that O hae bemW w anftdan

7g TaneW-- y I *MIA4 cONsder *at OWatf6 10a00 t7 VC (4W fr t
aavbe rAaevaa aparea 1s b e so*k er in) aboud et towsd
aw atAsem P30100n.
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anoWre. $100 IrMIen 9rMi I for *bid purpos dXUrr hO COaningl Year,
t I Nat 1 r :oro, la the talk of M5 Lilon of nDUstrilj MrAt
: s on Mer ̀ k id, V have bee hOPirg fOr a ttal of$ VrdIU r

Sfom. I t ve shouldi tell tg t tlxi-a is as far
a ewou ld 1O2J to go in Mia fil Wntil we have app4rasm the fourth

.Ve-'T Tier and Its financial requIe1ent, and Im re onhkysa ie
,h econdx amA Pian- pSAies whicb the Izian Goverrent hA

4ph i - r ; te adopt - in p of thisr pmro m. ven then
I 1it we shea1A avol4 A dwApte enbhA an

iz In 4,a for I'1nanoing asa! I 1ne114 prjojets in *uh filds a
agratu r wnoetaon eta.

eonday, the Ina s aag ear, and in %fts ghW might be joined %y
so" of Ue v r d4 countries, that this pegm des give India

any *ssra asist (oem and aboM wht thq had agOSAt~ exp*oted to
e) to help a wmeet tetir 1966-1967 paposma estai. Swv~ as

it11 d o it iU quite 410W lat the Rani it nOt CnUting
to t t4 crisia aine ths Ban4c alo (not to matnn IM) is paizg to
malelisburse *nts to India dur:Sg the nxt year w t far in esam

of the pWhic it will e

Ies J. Win

M. Capens

Mr. Vta&i.
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\ATWNL IAR 3 RETiT 10A

INTERNAT L BANK FOR

ECOSTRT~iON -AND DEVELOPMENT
18i8 i STREET,N.W.

EL3-360WASH GTON 2;5>, 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 raise a few cuestions or policy, which
I .elieve, should be o iht -o your attention ahead of
possible Board aeecrr

10- I share the ' e generally held in the Bank tha

borrowers should be de erred from defaulting on their .
However, I wonder whtne we nave to go so far as to granc
new loans in order o neLp countries repaying previous ones.
The situation is no,- re.lv improved, except that the
borrower is saved -the :roable of defaulting: this makes the
precedent the more c.ngIous.

20- A new loan maincain unchanged the present
indebtedneszs o1 th brower at a time when the economic
anc_ financial situation of ndia would make it advisable to
reuce the exposure o: h-e Bank in this country. If,
admittedly, something na to be done in the present circum-
stances, a new IDA credi : would be more in line with the

Mr. George D. Wood,
President,
International Ba-n o
Reconstruction and Dve Lopmcs
Washington, D.C.



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

30- Finally, progra:a 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 oti pfofits from the Bank.

Yours sincerely,

R/1Renri\ L ar



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

OFFICE MEMORANDUM
TO: Mr. Wilp6 n DATE: March 2, 1966

FROM: Alexander Stevensonj)

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 also 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 MEMOR NDUM
TO: Mr. Alexander Stevenson (Through Mr. G. w) 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 (c) 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

2. 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 formulae
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 between 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.

4. 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 abbt.

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.
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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

7. 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
40 years -- quite liberal by any definition. On the other hand, a similar
rescheduling of a 10-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 Considerations

8. Jean Baneth's recent memorandum to you covers the balance of payments
question in some detail. Essentially, it appears that:

(a) rescheduling (i.e0 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 accounts;

(b) refinancing (ie., 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);

(c) 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.)

Comments

9 Aaris lub approach 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 narroa disparities of sacrifice
arising from interest rate differences (as compared with each donor setting its
own grace period, amortiz ation 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 thle 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:
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(a) The creditor countries to be involved. Presumably all consortium
;em uld be expected to paricipate 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 to 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 covertage may be necessary

for practical reasons (e.g., 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).

(c) 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 iould about double the magnitude

of relief.

(d) The reliefperiod. 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 (1972-1981) is not out of line with the Turkish pattern.

(f) Policy and program action by Idia. Debt relief would no doubt be con-

tingent on India's undertaking specified reforms and changes in policies

and programs that are considered impediments to development. On the

financial side, IM1F consultations would be the source of recommendations

that could be adopted by India. Over a broader economic area, the Bell

Mission R eports and the expected appraisal of the Fourth Plan would serve

the same purpose. A part of the Indian quid pro quo might also be the

granting of commensurate debt relief by IndiaTs East bloc creditors.

SSKatz/wh
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INTERNATIONAL BA1K 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. 0. 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.

h. 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 facoc extra
balance of payments strain. The drought is expected to cost some $200 million
in foreign exchange. Extra shipping costs on PL 480 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
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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 IMF 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. Mr.
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. All 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 GOI 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 GOI

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 $240 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 480 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 info rmation 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 1964/65 was

consistent with the long term trend of agricultural production in India and

h or 5 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 480 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.

11. 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 East bloc (ii) the exblusion of commercial credits unless they

had previously been counted as part of consortium assistance, and (iii) the

possible repercussions on other large debtor countries.

12. 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 wras not facing
a similar emergency. West Pakistan has suffered from the drought, Mr.

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 nev financing
for maintenance imports. Whatever is done should be equitable and should

include the smaller consortium members.
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14. 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 forthccming. 1esumption 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 cc: Mr. G.M. Wilson
Mr. A. Stevenson
Mr. B.R. Bell
Mr. G. Votaw

cc: New Delhi Office
Mr. John Crawford
Miss Mary Copeland

1) /
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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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INDIAN REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

Background Note

1. 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 Hembers 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 Harch 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.

4. 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 telieved to be down to the 4 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 Indials 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 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 significantly below the

levels of the immediately preceding years. If food and fertilizer are

excluded, the remainder of the category appears to have beencut...severely.

(It should be noted that even in 1964/65 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 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, may be aesmuch 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. 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 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 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.R.D.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYMIENT OBLIGATIONS, 1966/67Za

($ million)

Creditor Principal Interest Total

IBRD/IDA 49.6 36.7 86.3
UK 33.0 22.1 55.1
W. Germany 27.0 25.0 52.0
USA 33.3 24.7 57.9

Japan 16.5 14.2 30.7
Canada 5.0 3.1 8.1

Subtotal 164.2 125.7 290.0

France 4.5 3.2 7.7

Italy 2.5 1.8 4.3
Netherlands . 0.8 0.8

Austria 1.0 0.7 1.7

Belgium 0.7 0.4 1.1

Switzerland 1.1 1.2 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: Government of India
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Benjamin B. King

India - debt rescheduling

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

cc: Messrs. Wilson
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"
so 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
creditor 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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M E MO R A N D U M

TO: Mr. George . Woods

FROM: J. Burke Knapp

SUBJECT: Forthcoming Lending Program for India - IDA and Bank

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

India (nd Paistan) 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 ID

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 Fertilizer. 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 negolation

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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ID$ Million - Approximate

Railways 68

Banga lore water

103

TIS C)55

IIS 00 16

Haldia port 43

Punjab flood control 15

Bea6 aquipmnent _j3

152

How do these figures compare with our at Consortium commitments?

-As pointed out in the attached memorandum on IDA operations,

the completion of the two credits listed above would discharge our

IDA pledges to the Indian Con3ortium 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 P82 million of the accumulated

unfulfilled Pank pledges to the Consortium through March 31, 1966

($211 millior.- -

Parenthetically, almost all the above operations except IISC0

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

on the Bank side we would limit t amount of new loans to the amount of

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 proposed $50 million industrial imorts 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$,0-$0 million telecommunications

project which we hae been thinking about for the IDA side since it would

be a follow-up on two previous IDL projects in the telecommunications field.J

Upon consideration, however, I am inclined to reverse the field here

and do t indusria imports operation on the IDA side while puttin, the

telecommunication roject on the Ban id. he previous industrial import

operations ave e done y I ad I ould reluctant to get the Bank

into this business unless it is necessary. Also the telecommunications

operation would produce relaively quick disbursemets (perhaps 25 million

in the next fiscal year), although these would no tch 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 ars.

The ttached chart shows how the Bank's exosure, 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 mi llion might be justified;

however, it se to me that 5o-, 0 million on this one project would

be enough.



for participations and portfolio 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

telecormunications loan, and (c) 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 ma new loans to produce disbursements

which would maitin our exposure. Actually we fully expected our exposure

in India to build u in recent years, but this failed to happen because

of project difficulties. 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, which wald be raised somewhat

further by the proposed telecommunication lan.

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 opportunity to

present projects for its utilization and that circumstances (i.e. India's

creditworthiness) had now substantially changed. Such action would of course

be much resented in India and might be criticized by same 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, etc.Y, which would not be suitable for IDA fimncing. Even loans

1/ Incident .ly I would consider that straight loans by IFC (or for
that matter guarantee operations by the Bank or IFC) should count toward
our Consortium pledges.
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of the full $82 illion would leave our total e)xosure in India below

$00 million. I would recomnend, 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.

e would still have some IDA funds available for public sector

lending during the next fiscal year - around $70 million if we allocated

a total of 4120 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 transportation.



FosM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIW4L IA ,
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Geoffrey M. Wilson DATE: February 25, 1966

FROM: 1.-. Be

SUBJECT: IMF Meeting on lndian Recuest for $Q200 mililion Drawing, February 21 ,.66

In Attendance: Mr. Pierre-Paul Schweitzer
Mr. Frank Southard
Mr William Dale, United States
Mr. Andre var Capenhout, Austria, 3elgium
Hr. Douglas W ass, United Ki ngdoF
Mr. <ene Larre, Frce
Mr. Pa trick Reid, Canada
Mr. Gengo tuzuki, Japan
Mr. Horst Ungerer, Germ:y
Mr. Hienk andewalk, Netherlands
Mr. Tun Thin and other IM' staff members
Mr B ell-1, IBRD

Summar

No action was taken or agreed on. This was a preliminary dscussion ir
which tihe directors expressed their governmerts' preliminary views on the action
which the IMF should take in response to the Indi an request. The management and
all the directors present indicated that tred permi ing a drwing by
India, but the absence of erthusiasm on The part of all the directors Was notable.
The amounts suggested ranged from $125 million to $187.5 millon. The repayment
periods suggested varied from 1 year to 3 to 5 years. The lack of enthusiasm
stemmed from the unanimoius agreement that a drawing unaccompanied by1 an agreed
progra of reme(ial a.ction ws outside the bounds of "norrma"I' Fund action, and
that such a prograri was essernti a at the ea rliest 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 situTtion. This indication, it as rgued, siould be
emphasized by selection of an unusual amount (rather thar a whole tranche of

1l8 7.9 million) and by provisior for repayment in an unusually short. period
(perhaps 2 years). The short repaysent period was conceived also as ameans of
exerting pressure on India to dove]lop a program of acion whica couldo be agreed
with the "und. My guess is tiat there will eventually he agreement on an amount

of O150 million to 179 million to be repaid in 2 years, although I believe the

Management will continue to strive for the 187.5 gure.

Indivi dual Posiions and Points made in Discussion

1. Mr. chwoitzer opened the discussion by stating that there was no
possihi li ty at this time of a "noral progra" whiCh would involve c iimmitmenti-s

n the part of the 001T. There was, however, a case for "emergency action",
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justified by the specil foreign exchange costs imposed on India by the drought.
He suggested that a drawing be approved in the amount of $187.5 million, eoual
to a single trarche under India's enlarged 1750 million nuota. He asked for an
indication of the preliminary reaction of the governments' representatives.

2. The U? representative stated that it was the US view that it was
"preferable to limit the drawing to 0125 million at this time", this amount to
be repaid in 3 to 5 years.

3. The Inited 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 appear to be simply a rolling over of India's
immediate debt to the Fund, and that 1O0 million might be about right, or less,
if the costs of the drought turned out to be less than A200 million. The UK,
he said, thought 3 to 0 years for re-purchase was too long a 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.

.. The representative of Austria and Belgium emphasized that was difficult
to inn 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 0150 million. He also favored repayment in a short period in order
to put pressure on the GI 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 INR.

9. 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.

7. The French representative said that the French Government felt that
the closer they could stick to $125 million of refinancing the better.

8. The Ketherlands representative 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 jitih regard to the staff estimates of the costs of the drought. Tun Thin
indicated that the staff estimate was $"208 million, including $08 million on
account of additional freight costs on PL 480 shipments, 40 million for purcha ses
of raw jute, $30 million for purchases of rice and $30 million representing the
loss of minor agricultural exports.

i. 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. Schweilzer 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

(c) 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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OFFICE MEMORANDUM
TO: Mr. Wilson DATE: February 24, 1966

FROM: Alexander Stevenson

SUBJECT: Indian Debt

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



Misa D.ederay 2~ 3, 1 6

1. I a r trns"ting the reports listed bolo along Aith a copy
of the tamittal -morandum dated cebr1ar 12 , I1 ro r..

I. Fore 'C'

(1) -i a rdito. 2231 for n3. Millon to

,ars ddillia Chemicals Ltd., dae :ober 16, 19 3.

(2) :iA (A1 ertiliser Co ity Loan 1966 for - million
dated January h, 1966.

(3) UK-India non-project aLoa 196 or s million

(1) hd Polish redi d anuar 2, 196 5

(2) cond .cek coredit.

t) U-Indi non-projecto 96 or ilion
da4e "aemober 26 196I

ii) : ourth crodit between ~ Voosn of Idia u h
Auetrian Federal Governneent or a illion
dated Naowamber 12, 196%

Lii) Additional litch 3redit agreene of W(C6,9 0,
dated iecember 1, 19.

£ ) (AIL) Fertiliaer ComoiyLoaa 126 :1. 3M8-l2
for m illi on cated January 6, 1966.

2. jould you please confirm Hir. Sundara ja conclusion that all
/ores Cand E for loans sindup to Decembor 31, 196 have been sent to
the 3ani? A updatin of the list of outstandig debt reporta would o
nost useflul so tha tI could raise this matter during my forthcomin visit
to India. (I Aill be departing about arch 3.)

Attaciaent,

oli Yico



;Mr. I .S. Friedatan Abuar;; , P

II - D b e AUlin

1. a yo a., , -oe a of I.i a requese onsoato
"_ e " my ( n i1i 1:2O: nwe ni e M i n ii oe

Ain dlh urrnme Ovstnc frm e . / 11n 0 V1ira m tin of Lm

LC i.. ll
sacrifice".

. ahi sua u isto .2 lcsa.inai eet of naor osortium

helllful.

einai r proi ne: re .ould seen t
(u () a . :'yi arneyj. sy n , (:aMI moed ig u

so i, ) ortsi n o roject lons i-
iO o nQ n. N >lii o relia i

y n. rof ol or a amni o"uit.

. o means all, of- the consl rT s IA enter into

alml.i " inn iq in ill v I :~nVo

Qo 001 02 1 1 X1 ti t 1 0e 00 redy : n

r n onainion of the esiti - mne/redits hien are

(c) ianac I- r isrbug

(e) he llets widpossibilities)of ii erlift -: tt -

(fC) the real reoouree transeh .

6. A econ<: ou in asr-ied th rewe o insoriu e tlo
au i-aits A . (U i - oP cra a. e

¾r A : ea d o i u

eda* t .. w oi n oe x

me odl ial00.I o th'n ae 4c-oie& .v-mn Uas e n a iF

,j e a w iu o rtauL acre are du-ii

n te .oauc0 +,o of our eonomits ll ofto alni ith

2c *r. Iol .. Wolu-'ouvill

V
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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

Indiats 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
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FoRM No. 57 INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Files DATE: February 21, 1966

FROM: Alexander Stevenson

SUBJECT: 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
196b 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.

cc: Mr. Wilson, Mr. Bell, Mr. Votaw
Cleared with Mr. Wilson

AS/uz



February 18, 1966

Dear M1r. 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
Director

South Asia Department

Mr. John White
Research Officer
Overseas Development

Institute Ltd.
160 Piccadilly
London W. 1, England

AS/uz
IBRD soc



CONFIDENT IAL

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 49.6 36.7 86.3

U. K. 33.0 23.1 56.1

W. Germany 25.6 23.5 49.1

U. S. A. 34.2 27.2 61.4

Japan 16.5 13.9 30.4

Canada 5.1 2.5 7.6

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

U. K. 21.53 114.7 11.51 11.57

Germany 14.93 11.21 10.69 12.31

U. S. A., subtotal 16.96 13.33 17.20 13.91

A.I.D. - 4.28 - 4.89
Exim. 14.92 8.61 15.16 8.62
Commercial banks 2.04 0.h 2.04 0.40

Japan, subtotal 5.96 6.82 10.54 7.10

Yen credit 3.44 5.71 8.02 6.07
Kiriburu and textiles 2.52 1.11 2.52 1.03

Canada, subtotal 0.36 0.86 h.71 1.60

Wheat loan - 4.35 0.23
EGIC 0.36 0.86 0.36 1.24
Development loan - - 0.13

Source: Government of India (cable received February 16, 1966)



CCNFIDENTIAL

FRCM: 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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INDIAN REQUEST FOR DEFERMENT OF 1966/67 DEBT SERVICE PAYMENTS

Background Note

1. The Government of India, in the first week of February, simul-

taneously with its request to the I4F, 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

IF between Harch 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.

3t 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.

4. 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 telieved to be down to the h 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 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 suggsst

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-severely.

(It should be noted that even in 1964/65 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 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, may be asamuch 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. 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 Government of Indim 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, howcer, 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.R.D.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYM4ENT OBLIGATIONS, 1 9 6 6 / 6 7La

($ million)

Creditor Principal Interest Total

IBRD/IDA 49.6 36.7 86.3
UK 33.0 22.1 55.1
W.Germany 27.0 25.0 52.0

USA 33.3 24.7 57.9

Japan 16.5 14.2 30.7

Canada 5.0 3.1 8.1

Subtotal 164.2 125.7 290.0

France 4.5 3.2 7.7

Italy 2.5 1.8 h.3
Netherlands . 0.8 0.8

Austria 1.0 0.7 1.7

Belgium 0.7 0.4 1.1

Switzerland 1.1 1.2 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: Government of India
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FROM: G. M. Wilson February 16, 1966

INDIAN1 DEBT

Attached is a background note for our discussions on the

Indian debt problem, February 17, 1966, at 3 p.m. in Room 946.

Distribution: For information:

Executive Directors for: President
President's Council

Canada
Germany
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 Government of India, in the first week of February, simul-
taneously with its request to the I1MF, asked that the Bank take the lead
in attempting to arrange relief for India from the debt service payments
due to Consortium Hembers in the Indian 1966/67 fiscal year. Specifically,
the Government of India asked for assistance to the extent of $200 million
from the 1F. There are $125 million of payments due from India to the
DIF 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.

4. 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 4 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 1964/65 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 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 I14F, 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
undisbursed aid commitment remains, only a small part of this is non-project
aid.
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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 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 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.R.D.
February 16, 1966



TABLE I: INDIA'S DEBT REPAYMENT OBLIGATIONS, 1966/67 a

($ million)

Creditor Principal Interest Total

IBRD/IDA 49.6 36.7 86.3
UK 33.0 22.1 55.1
W.Germany 27.0 25.0 52.0
USA 33.3 24.7 57.9
Japan 16.5 14.2 30.7
Canada 5.0 3.1 8.1

Subtotal 164.2 125.7 290.0

France 4.5 3.2 7.7
Italy 2.5 1.8 4.3
Netherlands - 0.8 0.8
Austria 1.0 0.7 1.7
Belgium 0.7 0.4 1.1
Switzerland 1.1 1.2 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: Government of India
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of course, not counted under the consortium. Only $85 million remains to be
committed 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.

5. The Telecommunications 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 perennials missing from this
list of projects considered likely to ripen before June 30: (a) Koyna III is
still being reconsidered by Government; if resubmibted 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. (c) Calcutta 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 imports credit.
Government 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 occasions 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 to
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
credit cannot be considered this year, the sooner we inform India, the better.
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9. All of the projects nirtioned above (and several other propos;J s

that are not yet ai- r±ure near ready for appraisal) are an inheritance - some

going back many years. We expect to reconsider the entire lending program to

India a: ter the Fourt:h Plan w Leon appraised and the replenishment of IDA is

assured. New departures in such fields as agricultural credit and highway
tranoport nay then be ppropri:t3; 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 nr•e'it tim e.

cc: New Delhi Office

GBVotaw/AStevenson:pd
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From our own Correspondent

London, February 15. The World 3ank* has recommended the
devaluation of the Indian rupee. This recommindation was made
in a comiunication to the Indian Government last November, the
contents of which were never made public but gradually leaked
out. It has given rise to a leated debate in India.

Many people believe that devaluation will invalidate all
calculations, encourage inflation and sread rapidly to neigh-
boring countries such as Pakistan and ceylon. Others incline to
the opinion that a devaluation of the rupee is necessary in any
case, and that it is better to take this step willingly rather
than as an enforced usasure.

The World Bank* has apparently pledged addidonal assistance
in the amunt of U nl500 milion to soften the im ediate effects
of a devaluation, and both the Bank and the American Govenent
have appamntly 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. Prsumably the IMF is intended.

TRANSLATION SECTION 366/66
Translated From: Norwegian: 3/1/66 By: p ;
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1umbher acording Sup n- fir~ Disbursements

to prealocv authri aon no., Total value u uota of credit 2nd luarter 3rd quarter
prosoects descrintion 01 SUI) o~ suppily 1e nt n pledged net of 196596

e Irniin reciKct ruu advace.

PR1OMOTER~ (andI other 313.?Q2o2
associates) V/213719
Materials for an alumtinum

plant to Madras Alluinium
Ltd.

2 " , - e/ r

Dri7 dri n n 1Itsor
'radesh :or(M a

- V/1hC 9 2.3.1 67
System of oil and gas
pipelines in the Guyarat
dhtrict for 0il and Natural

Gas Comission.

SNM- h/512793 211.3'523.9
Drilling wells in Punjat for
Oil and Natural &as
Commission.

1JJSNAM - V/5hhJl 1,179.77
0il pipeline in Assam for
Indian RIefineries.



17TALVISOSA T TRADING 6,671,02 6,671.02 2,6?0.3)-
V/lkh001 - Plant to produce (1) (1) (1)
Lilion to Qujarat Polyanides

20 -u"TTI - 323.27.
?' ant to anut -crture t& eprinters
to E idustan T ip e Ltd.

22orRDA FUCI N - V/lkca91
Ro drill, core tests etc.

for 611 and Natural Gas
Oissi on.

23mDA II - V /i h 6O: 28lh.28 2?. .2
Steel maateria's 5cr cenent
p innt to issoci e 1 Genet
Conpani es ,

2)4 SNAM - V/lL3318
Drilling wells in Camsbay ior
Oil andi Natural Gahs Comission.

wool -ashing ila r .or the
"alm~ond ~ool en :3: 's Lt.,

~~raar fo the Olovemnnent
60e0eOrogica Deprtatent of

Inasa.
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27 4 TA '"I - V/1h263 309. 462 309.462 293.9 -
rree travelin. cr-nes for (1) (1) (1)
Associated 2eient Companies.

28 T1 lIT - V1
<00 tons st~2 pcips for

Oil aatura Gas Comm~n3is io
~'Ter T eti nder contract

29 ovo PI.:F - V/It510
Petroleumi processing Dlant
er Oil an iturc i Gas

d c io under contract of

30 In. L. TASLIAFERI &.
V/1169 - An electric arnace

rr caist ir rr to The Sandu;
a'r ne . Iro ~res

31 : i.D. - / .9
> -rici er c nrta autovehicles
(1100) £or "reniier Automobiles
of Sombay.

32 o quarter 1965 (1) 193.% (1) 193.366 (1) .29h not showvn not shown
33 4 c 3 " 2, 95. ~ 2936. 37 2,6 2.793" "" "
3L 3rd " " ,0Th.12 102L.131 21.718 3

<aorai tments as of Tota amount 7,110,909
September 3o, 1965. Aount less

quotas in rupees. ,359,645
( )rn2on o- ,e es 53a299to 2

*(1)Amouts corrected from Previous indications follow;ing changes In authorizations.
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placing upon the~ effort to accelerate the growth of food production
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INTERNATIONAL BANK FOR
RECONSTRUCTION AND DEVELOPMENT

INTERNATIONAL DEVELOPMENT INTERNATIONAL FINANCE
ASSOCIATION CORPORATION

February 10, 1966

Mr. Woods:

This is part of the "famine relief" effort
' in which the U.S. has been pushing other nations

to contribute. So far I understand that besides
Austria's $1.0 million Canada has offered $15
million, U.K. L 7.5 million (of which L 6 million
are re-allocation of consortium aid), Sweden
$1.4 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. Othmar Haushofer February 10, 1966

George D. Woods

Austria's Aid to India

I was very glad to learn through your note of February 3 of the
Austrian Government's decision to make a grant of $1 million to India,
outside of Austria's Consortium pledge, for the purchase of milk
powder, pesticides and potassium nitrate. I very much appreciated
this statesmanlike gesture at a time when India is facing crucial
problems in feeding her people due to crop failures resulting from the
recent calamitous drought.

HPollan/bj

cc: Mr. Knapp
Mr. Wilson
Mr. Cope
Mr. Stevenson
Delhi Office



FoRM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE

ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Geoffrey i. Wilson DATE: February 9, 1966

FROM: Francis R.

SUBJECT: Estimate of Semi-monthly Loan Service Payments
from India during their Fiscal Year 1966-67

Please find attached an estimato 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



INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

ESTIMATE OF LOAN SERVICE PAYMENTS DUE FROM INDIA FROM
APR IL 1, 1966 TO MAR CH 31, 1967

(In millions of U.S. dollars)

Payment Date Principal Charges Total

1966 April 1 1.9 *7 2.6
April 15 5.7 1.9 7.6
May 1 1.5 .9 2.4
May 15 1.3 1.2 2,5
June 1 3.6 1.5 5.1
July 1 4.3 1.7 6.o
July 15 4.6 5.4 10.0
August 1 .5 .9 1.4
August 15 1.0 1.3 2.3
September 1 . - .
September 15 - -
October 1 1.9 .7 2.6
October 15 6.1 1.8 7.9
November 1 1.6 .8 2.4
November 15 1.3 1.7 3.0
December 1 3.8 1.4 5.2

1967 January 1 4.5 1.6 6.1
January 15 4.8 5.2 100
February 1 1.6 .9 2.5
February 15 1.0 1.3 2.3
March 1 . . .
March15 - - .

TOTAL 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 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 00I 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.

2. Our estimates of debt servicing to the consortium members for 1966/67
based on the incomplete data submitted periodically by the GOI is $264.1 million,
of which $115.1 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.

4. 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.

5. 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) 7.1
Swiss consortium (pvt) 4.3

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.

7. 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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O'M No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSIRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Geoffrey H. Wilson DATE: February 8, 1966

FROM: Robert W. Cavanaugh

SUBJECT: 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 loans.

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 U.S. dollars)

Loan No. Principal Charges Total

I Government:
23 1.2 .2 1.4
72 .5 .3 8

167 2.0 .8 2,8
168 1.6 .7 2.3
169 .9 .4 1,3
170 3.0 1.2 4.2
203 1.0 .9 1.9
207 3.9 4A1 8.0
223 .6 1.0 1.6
233 2.2 2.6 4,8
262 2.9 3.5 6,4
292 2.1 1,6 3.7
298 2.0 2.7 4.7
416 -3 .3
417 - .3 .3

Total- 23.9 20.3 44.5
Government

II Others: 307 1.1 .8 1.9
71 3.8 93 4.1

159 2.8 .3 3.1
146 6.5 1.8 8.3
182 1.9 .7 2.6
106 .8 .4 1,2
164 .6 h 1.0
109 1.2 .2 1.4
232 1.3 .3 1.6
269 2.5 .7 3.2
312 1,1 .8 1.9
340 1.0 .7 1.7
)41h - .1 .1
198 l.4 14 2,8
294 .6 .9 1.5
199 .5 .5 1.0

Total-Others 27.1 10.3 37.4

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.

Treasurerts Department
Finance Division
February 8, 1966



FORM No. 57 INTERNATIONAL DEVELO T INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I CORPORATION

OFFICE MEMORANDUM
TO: l.iss Ursal5 isch~an DATE: .ebruary li, 1966

FROM: cenzie

SUBJECT:

Hr. Subarmanin, secretary to the Indian Aombassador, told me

t.he proper form o- address for the new Prime Minister was:

Her Excellency
rs. Indira Gandhi

Prime Minister oi India
Jew Delhi

3alutation:

Excell ency

or
hy dear Mrs. Prime Minister;

Mr. Subarmanin said they would not addriress her as Madam. In

most cases we do not use courtesy titles such as Mr. but in this

Case it would ,e a discourtesy not to use the title Mrs.

Ihis is for The secretaries in your departrment. I do not

think it needs general distribution for the Secretavries' 1uide.

G11 cK/aw

c.c. Miss 1.nFleming

c~c Mis Lnahan/is Sch"m it t
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Mr. Stevenson-

Pleasg let me have an appropriate

aecknow edgment to send to Mr. Haushofer.

G. D. Woods

From



FORM No. 58 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR | 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.
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FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Geoffrey M. Wi son DATE: February 1, 1966

FROM: Alexander Stevenson

SUBJECT: Implications of Prospective Changes in the United States Agricultural
Program for the Indian 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. 480
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.

Attachments (2)

AStevenson/SNMcIvor :ptv

cc: Mr. Mason
Mr. Votaw



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

OFFICE MEMORANDUM
TO: Mr. S. Noel IcIvor (Through G. Votaw) 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-480)
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-680) 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 oir 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 2s 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
Indiat 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 India'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 1964.) 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.

o. 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 similar U.S. commodity aid.

Development Priorities

7. 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-
menGt of this objective since a dollar's worth of imported wheat will in
the future displace an equivalent amount of iimportied cap ital equipment.
Since- iports then become an "either/or" oroposition, Indian short-run
development strategy, along with investment priorit'ies 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 o'
the anticipated need to pay for food imports in dollars than would
otherwise have been the case.

gricultural 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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Fisca 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, theref'ore, 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. Comodity 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, Indias 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 consortiin pledge and insisted on a "matching formula",
a shift of aid burden to other consortium members would be a consequence.

cc: Mr. C. Martin
Mr. B. Bell
New Delhi Office

SSKatz/wh



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

OFFICE MEMORANDUM
TO: Mr. S. Noel McIvor DATE: January 26, 1966

FROM: C.J. Marti

SUBJECT: Current Status and Future of U.S. Agricultural
Commodity Aid under P.L. 480 Program: Pakistan

1. The changes in the P.L. h80 program mentioned in the paper
EC/o/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. b8o 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 Planning 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.

480, 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. 480 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.
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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 period.

h. A major problem would arise if P.L. 480 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.

5. Assuming that food aid remains outside consortium pledges, the worst

that might befall Pakistan from a change in P.L. 480 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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.Stanl2eyKtz

INDIA - Imrlication of Pros pctive Canges in the U.S.
Aer c utural Pro;;ram for the Inuian Consortium

1. Chuys in the U.S. gricultural comodity aid pror ae, as
inuicated in office memorandum EC/0/oo-1 of DeceAber 28, 195 on this
subject, still under consideration at tne niighest levels. The doni-
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. L-I80)
ana will be tied to aeveloping country efforts toward achieving agri-
cultural self-sufficiency. Grants of comodities to meet famines and
similar unexpected crises (presently Title II of PL-hO) ana for dis-
tribution by voluntary relief organizations (Title III) are erpected
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.
Fxecutive Branch, the implications of this new aid departure for
the Indian consortium can be seen only in bro outline. ith 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 te India consortium meet.

3. India has recently initi ted a a irly sweeping domestic agri-
cultural prr' tr.:t is inten.ced to double the r _te of foou production
in the next five yea (from .bout 2 percent to about 5 percent
year) ani is designed to m-ke Idi sel. -ufficient in foo r: irim
by 1970/71.

. Between now and 1970/71, however, co tinuing (albeit diminishing)
food-g p is ex ected that rill have to be filled by imported commodities.
ven i the 1970/71 production objective is reached, unexpected food-

grain shortages due to unfavorable monsoons and crop failure cannot be
ruled oul d -oula clo hm to be met b, imports. The significant
difference between pest and future food deficits so far as the consortium
is concernes, is tht imp rted foodr ins may in the future add to
India's foreign exchange obligations and external deb't servicing burden.
A secondary difference is that such indebtedness would have been incurred
to maintain consumption rather than for long-term development.
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5. If, for example, India ha to import on a dollar-repayable loan
basis 1-1 nillion tons of cereals a year during the next five years,
some $300-$h00 million woula be added to India'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
le 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 1906.) If India's agricultural
performance falls short of intentions by 1970/71 and thereafter, there
would be an even greater increase in external debt incurreo to finance
commodity :imports.

6. India may be able to secure some Sitional wheat from Cana
and lustri: , some rice from Burma. :ince I.A, nowever, tae U.S.
nas supplie_ about one-half of all Inuia's rice imports and about
nine-tent 1 wheat importeu7 by India. foo grain from alter-
native ouces couli not be expected to reduce materially India's
continued reliance on supplies from the U.S. Incia's foreign exchange
position woul: 'enefit from such aid only if it were ;rmted or financed
on easier terms twa Eimilnr U.J. commodiW a.-

Develo mnt triorities

7. 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 "eitner/or" proposition, Indian short-run
development strategy, along with investment priorities arm 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 tor increasing domestic food
production and for decreasing reliance on foreig 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.

Agricultural -erformance

9. Relating commodity aid to Indian self-elp mrformance in agri-
culture implies a high degree of indigenous control over the outcome
of domestic programs. Aside from the annual monsoons, the voCe of
externl di for fertilizers and fertilizer plants, tubewell d irri-
gation equipment, frm machinery, insecticides, etc. du-ing the next
few years will have important bearing on Indi's agricultural performance.
It remains to be seen hov 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 disappointig 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 Lpact

10. The sale of PL-h80 comodities in Indian markets has in the past
served to relieve prmssures on food prices and s channeled effective
-emand from thC ivlte to tie pubdic sector for deV l0pmental purposes.
It is estiate: that some 5-8 percent of central bud;et receipts during
the past several years accrued from such ?L-h3O transactions. A possible
drying-up of I da revenu. source is, there'or-, of soe interest to the
consortium.

Conc :tium Contribution

11. :n .3 interes tc th c orti is the ossibilit tit the
expxniture o: An a orariatX by t'> C'on rt s t, Ju (ine-d of to

e U.:. C ois Creit Jorpor tion) for procuring agricultural pro-
diucts may pronr t :J to coun t suoc a id es pau t of ½A. U. l t~o

In ic it >m wi .n one i offcrei withi-n tie conartium ruework. In
th t c. s, In. ias sii. r:uirements woul be redefined to inclure re-

viou ly excl~uye. £od ne.e and the resource ga facirx the cnerti
would e c rre;or .ngr iger. If t U.d. wen t includ. fooo aid
as yrt o ite conse-tiu' alcge ard inited on -. "U tca feoll"
a s oift oL -i .uren to -tr cou :rtitu tebr l be come quence.

co: Mr. . '1artin
i . . i

ew delhi Office

SSKawh
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ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. Votaw DATE: January 25, 1966

FROM: Alexander StevensonX4

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 h 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 h 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 h 1.5 million of the aid was in

addition to the h 30 million aid pledge under the consortium. He said
that while this was true, the h 6 million which would be for Durgapur
extension would not have been used for the present time.

AS/uz attachment

% .~
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FORM No. 57 INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM
TO: Mr. A. Stevenson (Through S. Noel McIvor and DATE: January 10, 1966

Gregory Vtw)
FROM: S. Stany+,tZ

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.

4. 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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7. 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,
e.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 reconend 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 problem 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
commitments 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 'bonfirm" 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

14. 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 some 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: O.J. McDiarmid
Delhi Office

SS t/wh


