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DATE 

Jan. 19 
.,..... Wed. 

Jan. 20 
Thurs. 

Jan. 21 
Fri. 

Jan. 22 
Sat. 

Jan.· 23 
Sun. 

Jan. 24 
Mon. 

Jan . .. ·25 
Tues • . 

I 
TIME 

' \ ~'X· 
1930 

"'j L\0 
0730 
1530 ' 
1600 
1700 
1900 
2100 

I 

1130 

0340 
! 

lll5 

1200 
1300 
1500 

2000 
I 

A.M. 

1500 

2030 

0830 ' 
.0945 

1315 
1500 
1615 
1645 · 
1830 

0700 
0915 

10'00 
1030 '' 

1230 

1400 

o~t.,.o 

0730 

1900 
2000 

' 1030 

2210 

0930 

1500 

.. 

0130 
0345 

ITINERARY FOR VISIT TO CEYLON, INDIA, NEPAL, 
AND PAKISTAN, JANUARY 19--FEBRUARY l, 1972 

~~'\· '·"·J. t.uc.o.+'l.~-,\-- (. \)~,) Hr\ \-<c.~ 
Depart Washington (Dulles) kr ~N~ 

1\..,..ri.~ 'Q~ Cc~w\~ ') 
Arrive London (Heathrow) 
Meeting with Chancellor · of the Exchequer 
Meeting with Secretary of Foreign Affairs 
Meeting with Prime Minister 
Depart London (Heathrow) 
Arrive Paris (Orly) 

bepart Paris (Le Bourget) 

s. 
January 19 , 1972 

REMARKS 
~\A) ')'\0 '1\ (."' ~ \. • n:c !'.. \ c..• \"\ • 

PA 106 non-stop 

~ ~,ll\-6-~ 
Claridge's 

BE 024 n~n-stop 
Bristol 

UT 568 via Karachi 
GMT 1755-1855 

Arrive Colombo ·Galle Face Hotel 
Briefing with Cargill . 
Meeting with Secr~tary for Planning,-

Dr. Gunasekera 
Meeting with Prime Minister . 
Lunch hosted by Prime Minister · 
Meeting with Finance Minister, Dr. N.M. Pereira 
Meeting with Governor of Central Bank, 
. Mr. Tennekoon. 

Dinner hosted by Finance Minister 

Trip along coast to Hikaduwa or by plane to 
·Mahaweli project in ·interior 

Depart .Colombo 

Arrive Delhi 

Briefing in Delhi office (till 0930) 
Meeting with Mr. Subramaniam at Planning 

Commission (till 1130) 

Lunch with Mr. Subramaniam (till 1445) 
Meeting with Ford Found~tion (till 1600) 

·.Meeting with Foreign Minister (till 1645) 

·Charter via Madras 
one-hour stop 

·Rashtrapati Bavan 

\7-i ~ ~ 'N.t. \..\'-'-\"C.\.. \ "Lc 
Ob"tO - \7 tO 

.Meeting with Messrs. P.N. Dhar and Haksar (till 1800) 
Reception hosted by Mr~ McDiarmid (till 2030) 
Evening free 

Depart Delhi 
Arrive Kathmandu 

Briefing with. Kirk . 
Meeting with Secretaries of Finance, Public 

Works, Agriculture, Commerce &. Industry, 
Communications, Planning Commission 

Lunch wit~ Ambassador Laise, hosted by 
Mr. McNamara 

Meeting ··with .. Prime Min'is ter Bis ta 

'· 

· Charter 
Government Guesthouse or 
Soaltee Hotel 

at Singh Dunbar 



Jan. 29 
Sat. 

Jan. 30 
Sun. 

Jan. 31 

Fe • 

0800 
0900 . 

1230 
1330 

1600 
1800 

2300 

0635 

0230 
0400 

1100 
1230 

1730 

0515 

.- 2 -

Leave for Western· Nepal (Karnalt area, . .. by plane 
Bhadia, Nepa1ganj) 
Lunch at Pokhara 
Leave Pokhara by plane 
Audience with His Majesty at Chitwan 
Return to Kathmandu 
Cocktail party hosted . by Mr. Kirk 
Dinner hosted by Prim~ Minister 

. Meeting wi tn uNDP Res Rep and Dep·uty ·and 
FM ~s~p . 

·at Bank office 

Meeting with Gen. Manager of Nepal Industrial 
Development Corp. and private industrialists 

Meeting with Director, Center for Economic 
Development & Administration (CEDA) 

" 

" 
Meeting with Governor of Nepal Rastra Bank 
Lunch free 
Depar~ Kathmandu 

'Arrive Delhi 
Dinner with I.G. Patel 

Meeting with Finance Minister . (till 1100) 
Meeting with I.G. Patel (till 1145) . 
Meeting with Pr~me Minister (till 1300) 
Lunch with Prime Minister (tenta~ive) 
Meeting with private group, including some 
· industrialists (till 1630) 

Dinner with Finance Minister 

Depart Delhi 
Arrive Rawalpindi 

Meeting with Mr. Bhutto . 
Lunch hosted by Mr. · Bhutto · _'. ::. 

Muzzafar Ahmad 
Ford Foundation, Mr. Edwards 

· .. -.. 

'. :t. 

Depart R~walpindi .· , ·. , · 
Arrive Delhi · '' · 
Evening·. free .. 
..._})eFJ~_.e..,- ....)e.J-1../t 

B«A2 ...,t.) ~ .4 

~f>;O~"f" ..J#1-Cf"/9 

/JRR . .....Ji>L;'oJ'./ 

Depart Delhi 

Arrive Frankfurt 

- ; .... 

-.. 
'., 

I·. 

• . :. : .~ •. ·.' .r-

'.' .. 

. ! 

" 

Charter 
Rashtrapati Bavan 

\-\v-s. He.. N 0.\J.4"'..-"' 
'V\ .:>t \-!. o..-.9 .1 \....c \--.. \ ~--~ 

\ ...... "t>""-l~~ ~\-t. \"'\.lo· -. \>t', \ (\ 

Charter 
Mr. Bhutto's Guest Hous e 

Charter 
Rashtrapati Bavan 

LH 649 via Athens 
GMT 0250-0350 



* A. 

c. 
D. 

* E. 
F. 

G. 
H. 

I. 
J. 

K. 
L. 

I NDLi. 

Table of Contents 

Itinerary 

Hap of India 

Basic Data Sheet 

Biographi~al Information 

List of Cabinet Ministers 

Specific Topics for Discussion 

* (i) International Competitive Biddine 
(ii). Impact of the Refugees and the War ~ 

IBRD/IDA 9B:fjital oa·osctip bieft aaa Pteyllteft~S ~ (?. 
Annual Meeting Discussion 7 
Country Program Paper 

I .F .c. Program 

Political Developments 

Economic Issues 

(i) Major Issues 

.• 

(ii) Price, Budget and Credit Policy Developments 
(i.ij) Imports and Exports 
(iv) Foreign Private Investment 

M. Foreign Assistance, Debt Service and Foreign Exchange Reserves 
N. Status of Lending Program 
0. Delayed Disbursements 

P. Status of Fourth Five-Year Development Plan 
Q. Agriculture (_ ~ ~· t···t~\. ) 

R. 

(i) The Agriculture Scene 
(ii) Land Reform, Small Farmers and Rur·al Works Program 
(iii) Land Ceilings and l..a.."ld Reform 
(iv) Success and Failures in Agricultural Production 
(v) A Note on Indian Fertilizers 
(vi) Farm Taxation 

General 
Public Sector 

~ ·, \) ) c. c:.. I: 

(v) T\><3-~ 

Industry 

(i) 
(ii) 
(i.ij) Industrial Controls, Prcrluction and Investment 

S. Transportation - Transport Policies and Coordination 

T. Family Planning 

(i) Family PlannL"lg and the Proposed Population Project 
(ii) Population, l',amily Plalli!ing and Employment 
(iii) Nutrition 

u. Urban Development 

V. Ed.uca tion 

vl. UNDP Projects in Special Fund Component 
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PIDGRN-IIfE OF ENGAGEME~7TS .FOR MR.t1ol~4M.lRA, P'RESIJE?-TT 
. OF VtORLD 3\l'X, 

durirlg his visit to Neyr Delhi.· in .JRnuary 1972 •. 

SundaY, J'anQai'Y aa: 8-~ FM , Arrival from Colanoo by ChR.rter . 
Flight • .. 

M~nday, January a4; 8-30 to ._ B,.1..ef 1ng by Ras1dent I-I iss ion 
9-30 ~ ~> (Bank or fiae) • 

9-45 to / Mee tiog with Plaoiliog ~ioister 
11-30 1a1 & Planning Conmission 

(Yojana mavan). 

11-45 to / Hasting with Sec.retary, E.ll.. 
12-50 PM (North Block secretariat). 

. 1-00 · to 
3-00 . R-1 

Lunch with Planning Jfiniste·r · 
·.. (a:>, ~ur:=\ng 2e b Road). 

3-00 to X Mae ting .. :W1 th Ford Foundation 
4-00 PH 

4-15 to ~.:Meeting with Foreign Minister 
· 5-00 PM ~~·· (South Block Secre tRriat). 

5-00 to "" MeAting with Shri P. N.Haksar & 
6-00 PM · Shr1 P.N.Dhar (South Blook 

6-~ to 
S-~ PM 

Sec re taria.t). 
Reception . by ·Mr.l1CD1arm1d 

. ( ~shok a !!ote 1) • 

TuesdaY, January 25s 7-00 !~ Departure for J\.athmandu by 
ChBrter Flight • 

. Tburoday, January 27: 6-55 FM Retum fran Kathmandu by 
Charter Flight. 

i'-1~ ~J ~.1~ F!1-./:_ ~~~,~~~h;~.;j~~~~:~y' ~. \. 
Fr1dq, Januar~- 2\: 10~00 to / Meeting witnFinanee~l-fln~stAr 

I .. --· : :· •• .# •• _.! ' •' \ .••• ,: • 

. f - ~;: 

11-00 .~ 1 (North Block Sec reta~iat). 

11-15 to ./Call on th8 President. 
11-45 1M 

12-00 l\'oon / Neeting with Prime Minister. 

1-00 to 
2-a:> PN 

3-QO to 
4-45 PM 

5-00 U> 
7-00 PM 
8-~ PH . 

Lunch 

"' ~'l eE'ting with non-m'f1c1al groups 

I
.· (Bank Of.f ice). · · . 

Mee.ting with Cabinet Secretary and 
other. Sec reta.rie s . (Cab1n8t Secretariat) 
n1~ne r hosted by Finanoe Hinister 

. . ( \shok·R Hotel) \ •. 
' ' ' 

saturday, J~nuary 29: ~bout 8 AM Departure for J;s~~ al:>ad ·by 
Charter Fli ght. , · 



PROGRAM FOR MR. ROBERT S. McNAMARA 

·~ 
~ 

Sunday, January 23, 1972 

8:30 PM 

Monday, January 24 

8:30 - 9:30AM 

9:45 - 11:30 AM· 

I i ~£0 . 
11:45 - .1...:..0&" PM 

J: 0 0 
1.-H-5 PM 

3:00 - 4:00 PM 

4:15 - 5:00· PM 

5:00 - 6:00 PM . 

6:30. - 8:30 PH 

Tuesday, January 25 

Thursday, January 27 
s: 15 

.Jlw" .tV ~""' 
C~(,Jr"' ~ Fridal, Januarl 28 

~~ crv ~tt~ 10:00 - 11:00 AM 
0\( . 

~-~ 11:15- 11:45 AM 

1:00 -

"- t>Jk ~ • .P 3:00 -

.· . cJ"-~ 4:00-

\~ 5:00-

12:00 noon 

2:30 PM 

4:00 PM 

4:45 PM 

}: 00 PM 

B :~o 
~PH 

Saturday, January 29 

Arrival from Colombo by Charter Rashtrapati Bhavan 

Briefing by Mr. O.J. McDiarmid and staff of 
Resident Mission at 53 Lodi Estate 

~Meeting with Planning Minister C. Subramaniam 
and Planning Commission 

~Meeting with Dr. I.G. Patel, Secretary Economic 
Affairs 

Luncheon with Mr. C. Subramaniam, 30 Aurangzeb Road 

~ Briefing by Ford Founda t ion staff, 55 Lodi Estate 

~Meeting with Sardar Swaran Singh, Minister for 
Exterhal Affairs 

/ Meeti~g · wi.th Shri P.N. Haksar and Shri P.N. Dhar 

McDiarmid Reception at Ashoka 

7:00 AM Departure for Kathma ndu by charter 

6:55 PM Return from Kathmandu by charter 

Dinner hosted by Or. I.G. Patel at Ashoka Hotel 

//H. d'..o-w~t.....;. (1?:.~~ 'lJ)trl... ) s ._ ~ ,. ;:-~ 
/ ~v- ~~tCi\. f ~+"!H •. ~,~) -S-e..._ ....vcr- e.. 
~ Meeting with Finance Minister Y.B. Chavan 

~Call on the President, V.V. Giri 

/ Meeting with Prime Minister Indira Gandhi 

Lunch • 
~ L 1 .si 

~ Meeting with Industrialists - 53 Lodi Estate 

~Meetings with s. Bhoothalingam (NCAER) and 
T.N. Sr i nivasan {lSI) 

Z~-t.. t~ .. ~ G- V~t.-..,J' 
Meeti~itll Cabinet Secretary T • . ~w8l.llinathan -and 

other -s-e·~ret-ar:ies ~ ~ 

\ 
Dinner hosted by Finance Minister Chavan at Ashoka 

-./ I C. P/J 7 ._4/ 

About 8:00 AM Departure for Islamabad by Charter 
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INDIA 

BASIC DATA 

~: 

roi?Ulatio~: 

(Preliminary 19'11 Census estimate) 

" Total2 jn km ..... ~ 
3,268,580 

Totc.l ._ ..... 
5J.., 7 million 

Percent 
Cultivat~d -- ... 

43-0 

Annual Rate of Growth, current estimate: 2.25 percent 

Republic 

Q_ross Nat~l Product at Ma.."t'ket Pri·~es, 1970/71 : Rs. 346.7 billion)_/ 

Ra+.,e of grot.zth 
at cmnt.:1:.,t 

pi":tces 

Per capita, 1970/71: US $90 

f'~~.P.s>~~.~i_c~_9~ct_~.~-2nrr'3nt PricesJ 1 r._tc./~11/ 
Percentage breakdo~rn : 

(for 1968/69) 
Agrir:;ult~re 

Mining 
l·1a.rmfac turing 

Rs. 349.5 billion 

1;9 
1 

.19 
Commerce and Transport 
Government an-: other Services 

15 

E~~}\t of lj~tional- L'>'lcome at J·hrket ~"ices: 

Net domestic invest."Tlent 13;3 
Net, dornes"'~ic sa-~.::i . ng :.~.0"6 
Current a~·~-o~.nt balance -2" 1 

12.1 
8.2 

-3·9 



. ~ 

Money and Credit_(Rs. billion): 

Total money supply 
~et bank ere eli. -t. t.~ gov 1 t s~ctor 
Net bank cre~t to commercial sector 

Rate of incre~se ~~rices 
Conswner pr~ces 21 
wnolesale pri•:.es 

Publfc Secto:t:' Opera:E~ (Rso billion) 

Public sec tor plan outlay 
Balance from current revenues plus 
surplnses of public ·enterprises 

Dor.testic borrowings 
Total extc~~l assistance to 
pu.blic sec tqr 

Def:i·..: it finaming 

Total debt outstandin5 (as of Ivlarch 
31 J 1970) 

Tot-3.1 ~m.lal duht ser"·ice 
Debt sernce ratio §I 

Balance of Payments (US $mill~): 

Total exports 
To t::.l imports 
Trade balame 

Co.mmodity concentration of expor~;z! 

March 1971 
ILast F,:L_~y) 

71.38 
52.36 
21.41 

~70/71 !+! 
. $.1 
5.1 

1969/79.. 

21.76 

6.68 
9.11 

S-39 
0.58 

1970/7~ 

8,263 

~ 
1970/711/ 

20~.0 
21?0 
-i30 

1970/71 

33 

(page 2) 

1966/67-197'J/71 
Avera:;e Rat~ cf 
Increase (%) 

9 •. 5 
6.5 

15-3 

·6.0 
6.5 

Tbird Plan Per:5.od 
1961/62 - 1965/66 

-Annu.al Ave~agc 

17.15 

5.82 
4·23 

4.84 
2.26 

1965/66 - 1970/71 
.Annual Average 

46cl.! 
26 

1964165 - 1970/71 
Average Rate vf 

__ Increase (%) 

J.O 
3·5 

1966/67 1970/71 
Annual Average 

;. 

• 



I • 

(pag~ 3) 

Official reserves I HF gold Use of Net inter-
Foreien Exchange 
Re:::Jerve~: 

of gold, foreign tranche Overall ll·iF national 
~:<change Ch'1d SDHs E,9Si tion ~~ credi~ ]}-11-lid~.!:;[ . 

" 
(US $ million) 

As of Dece;mber 31, 
1967 . 662 }1il 662 456 206 

As of September 30, · . 
1970 1081 Nil 1061 106 975 

As of September 30, . 9/ 
1971 C 927Y) 7"--0 1003 Nil 100.3 

Goverrunent of India preliminary estimates as of Hay 1971. These 
fi~1~es will not be finalized for some time4 
Prelimin~ estimates. 
Prclfulinary estimates and not strictly canpa:-able with data for 
1961/62-1965/66. 
Decez;lben~_l:970 to Decet~ber 1 971 • 
\rJorking class consmoor . price index. 
Before debt ~elicf. 
Jute, tea and cotton fabrics as a percent~ge of to·tal exports. 
l!1~ludes allocation of $100.58 r.d.D..ion in SDRs in JanUC?.-.7 1971. 
Includes use of $17.5 million previously non-~one~~ gold. 

·. · South Asia Department 
December 2, 1971 

.. ,;~. 

, & 

•· -' 
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/ Mr. C. Subramar.ian - l1inis t <: r of Planning 

Born J anuary 1910 C. Subramanian is now Deputy Chairman, 
Planning Ca.nnis sion and Planning Minister. He took a law degree in 
Madras and star ted legal practice in Coimba torc in 1936. Meanwhile, 
he had also joined ~h "ndcpendence movement and v1as jailed in 1932-
1941. He joined th Mndra Assembly in 1952 .~nd held portfolios for 
Finance, Education an aw in the M~dras Government. In 1962 he became 
a member of the Lok Sabha and moved up to the Center to hold in quick 
succession the portfolios of Steel and Heavy Industry, Steel, Mines 

' and Heavy Engineering md finally Food & Agriculture, Community 
Development and Cooperation. 

Always considered to be one of the more radical Ministers he 
headed up the National Commission on Agriculture before taking on his 
present assignment as Minister of Planning and Deputy Chairman (Prime 
Minister is Chairman) of the Planning Con~ission. He has a good 
reputation and intensely intere sted in agriculture and rural problems. 

~ Dr. B.S. Minhas 

Born in March 1929 , Dr Minhas took his B.Sc. Agriculture from 
Punjab University and post-graduate research in plant physiology from 
Ludhiana. lm H.S. from Illinois and Ph.D from Stanford, he ha s specialized 

---~~~~------~ in international trade , economic devel opmen t and agricultural growth. 
Dr. Minhas has been ~s sistant Professor, Department of Economics, Stanford 
and Consultant a t the Stanford Research Institute and Head of the Planning 
Division, Indi~n Sta tistical Institute, New Delhi. 

His 2ppointment to the Planning Commission as Member is part of 
the r ecent nN-2\v Lookn drive for that body. 

J Mr. S. Ch ~!kravarty - Member, Planning Coromission 

Age 38. He is an outstandipg economist a n d econometrician. 
Educated nt th e universities of Calcutta and the Netherlands School of 
Economics, Rott2rdan1 , he was professor at the Calcutta and Delhi 
Universities be fore joining the Planning Comn1ission eaLly this year. 

( .. -
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Mr. F:J.khruddil .~.\.1 i c\hmed - Minis t 1:: r for Food and ~\.gricul ture 

Age 66. fl. lawyer and a veteY.':!n Congress leader who participat·~d 
in the independence movement and has jail 2xperience, he continues to be 
one of Hrs Gcndhi' s trusted colleagues. Educated. at the universities 
of Delhi and C:?.m_bridge, he v.ms ca~-to the Bar from the Inner Temple 
in 1928. While practising in the Assam High Court he joined the State 
Legislative Assembly and was Finance inister of the State in 1958 to 
1966. He ~arre to the Central Cabinet in 1966 and has since then he:ld 
portfolios of Ed~1cation, Irrigation & Power and Industrial D r~veloprnent & 
Company Affairs. 

Mr. T.P. Singh - Secretary for Agriculture 

Age 58. Educated at the London School of Economics, Hr Singh 
joined the ICS in 1937. Assigned to the Eihar cadre, he hes held 
various posts where his work was mostly on the development side. Since 
1963 he has been in the Center, first as Secretary of the Planning 
Connnission, and then in charge of Finance (Revenue & Expenditure). He 
left Finance for Agriculture in 1970. 

Hr. Surendra !~Ioh an Kumaramanp,alam - I1inister for Steel 

He has a varied backgrounc es trade unionist, 1awyer, journalist and 
politician. Educated at Eton end Ca~bridge, he was an active meiDh?r~f 
the Communist Part of until he gravitated towards 
Mrs. 

Advocate General of Madras in 1966, and Chairman of the Indian 
Airlines betw2en 1967-71, Mohan Kumaramang~lam was one of the chief 
architects of a government report on industrial licensing popularly 
knovm as the Dutt Committee Reportj the findings of which were 
·nfluential e nresent restrictive industrial olic tO\vP..rd~ he 
lerger indust~ial houses. 

Recently he has come in for severe criticism from his Marxist 
friends and 'Young Turks' v.7hen he advocated priv2.te sector !!mini-steel 
plents" (v.;hich 'l.:vould in ess ence. convert scrap iryto steel). Some letters 
of intent were issued, but the political outcrylseems to have put the whole 
proposal into cold storage. 

1/ Under th2 Indus.tries Development & Regul:1tion Act 1956, steel was 
·a reserv~d industry to b~ developed exclusively in the public 
sector, though the existing private sector units were allowed 
to operate. 



Mr. H.C. Scrin - Secre tary, Steel & Heavy Industrie s 

.,:\ge 57. E-:lu..:n t2d at. C;nnbr. iJge, Mr S[1x in · joined th::: ICS in 1939. 
Early in 191~6 h e -.-: .:une to Delhi &nd -was mostly in the De fence 
depe1~tmen t. He ~ms appointed as D2 fenc2 Secret.:!.ry in 1964, a post he 
held till Hay 1971. He: is highly r2ga:-d2d as an nble administrator. 

Mr. l1oin11~- Hug Cho1 .. Tdhury ..:. Hinister for Industrial Develop1.12nt 

Ag~ 50. Educated at the universities of Calcutta and Aligarh 
he r:.:.pres<~nts one of the younger E:lements in the Cebinet and unlike 
many of his colleagues is not particularly .radical. A lawyer by 
profession , Chowdhury \\1as e ected to th2 Ass&-n \ssembly in 1.952. lie 
soon b 2 came a pm·:rerful figure in the polit :Lcs of the State and was 
Hinister successive ly in charge of various departments such as 
agricultur(:, fishe~ies, connnpnity dE:Vf~ lopment, irrigation and 
p a!'limncntary affairs . He ::~ -··-~ered ParlLim(::nt in the last gener-al 
el~ ·~tion. and \;as included . ·.n Hrs G3ndhi' s new C:lbine t. 

Mr. B.B. L:.1l - Sccret c.ry, Hinistry of Industrial Development 

Age 54. EducatcG at the Universiti e s of Delhi anc~ .tJ.llah~bad, 

h e joinGrl the ICS in 1941 . Assigned to U.P. he was in turn Secret~ry 
of Fin:l!1C 2 & Irrig!ltion and Pc"A1~~.:- , t ~;_l l h :-: became Chief Se~r E.: tary 5.n 
1967. lk: C3.ili2 to the Centra l Governm'2nt as Additiona·l Secretary in the 
Ministry of Fin?-..nce in De~~.:::mber 19 G9 . After :1 spell :1-s Secretar·y, 
Cabinet Ss cre:ta:L:ic.t (Pc:;.rsonnel) h2 took eve r his pr~sent assignment. 

Mr. B. Hukcrji Se crf-,; tary, P:::t :'..· ole\!..."!1 & Chemicals 

Ag e 58. Educated at the uni vers it i c: s of ~1.llc:!habad and Oxford, he 
joined th ~ IndiRn Civil Service in 1937. Be tween 1949-56 he was Chief 
Secretary of 0::-~_sse. Stnte, after -v;rhich he came to the Center in the: 
Mi.nis~ry vf Cc:rnnu~1i ty D2ve1opment. .:'iftc: r -~ spell of !:hree y ears as 
Managin8 Director of the State Bank of India he was ~ppointed as the 
Seci·et'!ry in the Dep.:~r tm :.::n t of H ~2alth in 1965. He has been in his 
present post since February 1969. 
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Biographical Sketches 

~ Mr. Y.B. u1avan - Minister of Finance 

I 

Age 57. Born March 1913 in Maharashtra, Mr Y.B. Chavan has been 
Minister of Finance since June 1970. He has a Law Degree from Poona 
~~~~ity. Starting his political career as a Member first of the 
Bombay and lat~r Ma.harashtra Assembly 1946-1.962, he was Secretary to 
t e orne Mi.nister in 1952, to the Chief Minister of Bombay 1956 and of 
Mah~rashtra in 1960. He joined the Union Cabinet as Minister for 
Defence November 1962 and became ~linis ter for Home Affairs November 1.966 
to June 1970. He \vas a .Hember of the Rajya Sabha January-December 1963 
and of the Lok Sabha since 1964 .. Chavan is no longer the same powerful 
figure he Has during your last visit. His strong base in his home state 
Maharashtra, a .ssures him a seat in the Cabinet but he is not among those 
\vho are close to Hrs Gandhi~ This is largely because during the split 
~ the Congress, Mrs Gandhi could never be sure about lt to her 
party and also because at one time he was e~ng seriously considered as 
a possible successor to Mr. Shastri. It is felt he is doing extremely 
\vell in his resent ca acity and political pressure has not deterredhim 

rom ~ntroducin iscal measures re utred to raise internal resources 
for the Plan, the re ugees and the situat1on ar1s ng out of the war with 
Pakistan. 

Mr. B.D. Pand~ - Finance Secre~ary 

Ag~ 54. Educated at the Universities of Allahabad and Cambridge) 
Pande joined the Indian Civil Service shortly before the outbreak of th2 
second World War. Assigned to the State of Bihar he w~s in turh in charg ~ 

of Finance, Develop:.nE"·nt and Land Reforms till he was appointed as Chief 
Secr2tary in 1957. In th2 Central Gov2rP~ent he wes?the Additional 
Secretary in the Finance Hinistry, Chairman of the Life Insurance 
Corporation and Secretary of the Planning Comrnission. Just before he C ®1e 

to Finance in his present capacity he was the Secretary in charge of 
Industrial Development. He is considered to be one of the most able of 

ervants. 

~r. I,G. Patel - Secretary, DPpartment of Economic Affairs, 
Ministry of Finance 

· Ag2 l.~7. Higher education. in the U.K. (Cambridge) and U.S. 
(Harvard). A professor of Economics and an Economist with the IMF be for e 
joining the government in 1954 he y,ras ~lso alternate Executive Director 
with the IHF d1.!ring 19S6-Ql. Since then he was Chief Economic Adviser 
to the Gov·.::: rnment of India before his ·present position. He was also 
Economic Adviser to the Planning Commission for a time. He is of course 
well kno~~ in the Bank and 3enerally represents India at the Consortium 

·meetings. 





CHATTER 1 

Refugees, War and Related Deve lopments 

Refugees: In July 1971. the resident 1rdss ion estimated the cost of refugee 

support at US $ 700 illlion (Rs ·. 5.5 billion) through fiscal 1971/72 (to . . 

March 31, 1972). This estimate vTas bo.sed on the assumption that the refugee 

population would grow to 9 million by the end oj · calender 1971 ~~d remain at 

that level for the balance of the fiscal year. This estimate v1as accepted by 

the Indian g~ver.nment and by the Consortium in its October meeting when it 

undertook to provide a · substantial portion of the amount. In view of the 

relatively high non-recurrent refugee costs in the initial fmv months after 

April l, lS7J., about $ 530 million was expected to be spent in calender 1971 

and $ 170 million in January - 11arch 1972·. 

Up to July 1971' the Gove~~ent estimated refugee expenditures at about 

Rs. 1•5 billion. However, the GOI has not been able to produce a useful 

estimate of 1vhat has been spent to December 31, 1971. The fact that expendi-

tures are largely made at the State leve1 and later reimbursed by the Center 

and a good deal of unaccounted for e~)enditures have been made, and unrecorded 

foreign aid supplied, co:-np1icates the te.sk. Also the refu.e;ee i .nflow has 

fluctu.ated considerably from month to month and the total i.Tlflux recorded must 

be considered only approximate and possibly somewhat exaggerated. ~ro,-,.lever, it 

seems reasonable to assume that expenditures of all kinds through December 51 

may have been in the order of $ 450 million (about Rs ." 5~4 billion). Budgetary 

appropriations f11r the program are Rs. ·3 .·6 billion including foreign assistanc~ 

channelled trrough the GOI accounts. There is no indication that this has been 

exceeded. · 
• 

{ 
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Taking $ 450 million (about Rs •. 5.4 billion) as the general order of 

magnitude of · the total refugee burden in calender · 1971, - hovT rrruch of this was 

met f~om Indian resources? Up to the present time roughly US $ .260 million. of 

foreign assistance has been promised nearly all of which has been commit.ted 

and about US $ 140 million had been delivered or paid over to the GOI for 
.. 
l 

procurement in India by the end of November.. The rest vlill probably come in 

but perhaps little more vTill be committed for use in India. The tocus will now 

be on East Bengal. Aid arrivals in December were expected to be at a somewhat 

accelerated rate as compared with previous months and are estimated at very 

roughly$ 50 million.· Thus through December 51, 1971 foreign aid received.was 

probably in the order of $ 170 million (say Rs. 1.5 billion). Therefore the 
u . 

net burden on the Indian economy in calender 1971 may have been roughly Rs. 2 

billion ($ 270 million equivalent). Some special taxes for meeting refugee 

costs were imposed but their )~eld thus far is not knovm. In any case it is 

useful to compare the net fiscal burden of the refugees with deficit financing 

from April 1 through the rest of calender 1971. Such deficit financing was in 

the order of Rs. 8 billion (compared with a budget estimate for the Center for 

1971/72 as a whole of around Rs. 2.3 billion). Thus the share that can be 

. deputed to tho refugees in the deficit financing to date may have been about 

25%. 

However, it is safe to assume that food constituted by far the largest 

Indian input into the refugee program. Since India's stock position -for food-
1/ 

grains has been and remains ample- (a substantial amount of the cereal in short 

1/ Buffer stocks of foodgrain~in October 1971 were 7.5 million tons as compared 
- with a target fqr the end of the Fourth Plan (1973/74) of 5 million tons. 
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supply i.e. rice has been furnished as foreign as sistance) probably the 

financi.:t1 impact of the program was rather less than this. Of course the 

foodgrains consumed by the refueees may be replaced both for price support 

purposes and if India's food stock position is to be maintained at an 

appropriate level if Bangla Desh 1s emergency food requirements (tentatively 
. ~ 

estimated at 2-:3 m:i.lliori tons) are to be met, at · least in part, from Indian 

stocks. 

The cost of the refugees for the remainder of their sojourn in India 

and how much India will contribute to their repatriation and resettlement is 

more uncertain than their costs to date to the Indian economy. As noted above 

the Delhi office estimated their cost (at the 9 million.level) during the 

fir~t 3 months of 1972 at $ 170 million. The undelivered ~d promised foreign 

aid ·on December 31, 1971 1-ias probably about $ 90 million ($ 26~ less $ 170 

million). Thus the net burden in India would have been about $ 80 million 

(Rs. 600 million) •• How·ever, current reports indicate that one million 

refugees have already returned and they are streaming back fairly fast. The 

local representatives of the lrrffiCR considered it not unlikely that they will 

all be out of the camps by Harch 3l.J .1972. In this event the cost of the 

relief program should diminish quite rapidly during the next few months 

and subsistence costs should not exceed about Rs. 1 billion ($ 135 million) 
"1/ 

from January 1 to Harch 31, 1972.-

1/ Also it has been r eported confidentially by t he Indian Arrm; that the 
- numbers may have been somewhat inflated· so that the peak refugee popula

tion was probably somewh~t less than lO million usually cited publicly 
by the Indian authorities. 
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Against this ~e have the ~delivered foreign aid figure of $ 90 million 

leaving a residual of $ 45·· million (about Rs. 540 million). .Adding this to 

the refugee costs not met from foreign aid to date we got a total _net burden 

of Rs. 2.3 to 2.4 billion during 1971/72~ This amoUnt (about $ 3lb million) 

is _roughly_ 7~% of the not resource. flow from d~velopment assistance expected 
"l 

in 1971/72. 

It is idle to speculate hol·T much the repatriation of the refugees 

will cost the Indian economy. 900 trucks w~::re furnished under the refugee 

program and these can be 11sed for transport. 7 days food rations are being 

given to the returnE fiB. other than ·this th\J return and rehabilitation costs 

of the refugees ~rlll merge into the general reconstructi9~. c?sts of East Bengal 

which we are in no position to estimate. F:Lgures of Rs. 15 - 2~ billion have 

appeared in the New Delhi press. 

The War: As for all wars, long and short, estimates of their cost leave room 

for endleas speculation. India normally spends on recorded defense expendi-

tures Rs. 10 - 12 billion or 2.-5 - 3% of GNP. About Rs. 12,.5 billion was 

budgeted. for this year~ No supplemcntar;- appropriations for defense vrere 

sought but some contingency funds may have been tapped. Since her armed 

forces are recruited on a volunteer basis no substantial increase of rn .. "Pend.i-

ture on person.1el probably rtccurred as a r esult of the 1:!ar. As far as 

equipment is ·concerned, the burden of replacement of battle losses will come 

later and may i~ part be reflected in the drawdown of India's rupee bloc 

balances which probably amounted to about US $ 70 million at the end of the 

last fiscal year. Perhaps supplies captured in East BengaLvrill be useful • 

. '~ 
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As noted above deficit financing much above budget estimates 1-1as 

occurring · prior. to hostilttie·s but preliminary· data indicate that such 

· financing may have decreased marginally in Dccenilicr despite the war, thanks to 

seasonal increaseH in tax collections. The overall fiscal situation is . 

discussed :in Chc:~pters 4 (e) and in greater detail in 5 (g) below. Tho outcome 

for the year ·vrill only be known when the 1972/73 budget is published in mid-

March. Except in the Punjab and perhaps in other States bordering vlest 

Pakistan the dislocation of production because of · the ~'Tar appears to have been 

minor and from this standpoint the conflict 1-lill have a negligible effect on 
y 

the economy. 

Latest Economic Developments • 

India entered the Emergency nituation in a relatively strong economic 

position despite th8 burden of rcfugue relief and disappointing industrial 

production. Thanks to a good kharif and the promise of a good rabi harvest, 

food supplies have and are likely to remain runple and prices have been tending 

downwards though a rise of about 1. 3/~ in the general price level occurred in 

December~ During the month ending November 6; the price of food items had 

declined by nearly 1% but probably reversed this in December. There has been 

1/ The following situation is largely tho result of the green revolution but it 
-·has been made worse by the disruption· in normal rail movements resulting 

from the Emergency. The Punjab ha3 storage capacity for 2.5 million tons of 
foodgrains. Normally this is emptied by the end of April to make 1-.ray for 
the new wheat crop. This year it is calculated th.~.t old stocks of 2.2 million 
tons 1dll not have been moved by that d!lte... rrocuremcnt during tho period 

,April to June is expected to be 3.5 million tons. By the end of Jline 
something like ~.o million t'bns will have ~o be stored in the open. 

This alarming situation is partly caused by rail1,ray movement problems but 
it has been exacerbated by a sudden upsurge in rice production which has 
prevented the wheat from being moved. 



- . 6 

no apparent shortage of motor fuel or other supplies in the civilian market. 

The supp y of industrial ravT materials J rlhich had been constricted by import 

policies and delays in issuing licences driring 1970/71, arc also easing · 

because of the large increase in imports, particularly of steel and cotton 

during the fit:~ fi vo months of this fiscal yea~~ The price index for raw 

materials fell by 5.6% in Novembor 1971 to a level of 1.2% belov-r that of a 

year ago. The general wh~~esale price index also fell ~y 1% during Novem?er 

but at year end rema:ined 5 ·.,1% higher than a year before. The expansion of the 

money supply was 11% during the year endLYJ.g November 1971. This 1·1as due 

almost entirely to net credit expansion to the Union and St~te governments. 

The price increases in 1971 -vrere in fuel and power; capital equipment 

and ot~er manufactured products 'tvhich probably reflected both the rapid 

monetary expansion duo to deficit financing in the public sector and a general 

stagnation in industrial production (overall increase of only about· 2%) that 

has characterized the Indian economy thus far in 1971/72 following a 

disappointing performance in 1970/71. \'That increase occurred was :in September 

and October when industrial output was .st~rting to ~eflect the effect of belated 

imports of r2:v1 materials. Steel production also started improving in October 

although for the period January - 1:-! ovambcr the output of steel items vro.s down 

by 5% as compared v-ri th the previous year.., The psychological and morale ra'ising 

impact of the war appears to have been generally beneficial to industrial 

production and probably the excess capacity so prevalent in the econonw was 

reduced to the extent tho supply of materials permitted. At least labor 

troubles ·Hhich have been another important impediment to production were 

curtailed. 
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The fo1J.m,Jing are somo additional f acts on the economic situation 

which have just become· available too late to be incorporated in the data 

discussed in Chapters· 4 and 5 below. 

(a) From April to December 1971 foreign aid commitments totalled 

about $ 670 million as compar~d with $ 752 million in 1970/71. 

(b) From April to ~tober exports· increased by 9% and imports by 

18% over the same period in 1970. The trade deficit for this period 

was $ 250 million or tv-rice that · of April - October 1970• 

(c) From October 29 to December 17 there was a contra-seasonal 

decline of commercial credit of Rs. 140 rnillion as compared with an 
• 

expansion of Rs. 1260 million in the same period of 1970. Thus the 

decrease in corr~ercial credit continues to partially offset the public 

sector deficit financing that h2.s amounted to abo"Gt Rs. 8 billion in 

the first three quarters of 1971/72. 

(d) An unofficial estimate of industrial production (Commerce ilesearch 

Bureau) sho\·~s an increase of 1% in november compared to October. The 

cotton textile and steel industries, up to noH weak spots in tho 

eco:p.omy, shmv-ed increases of 8 - 11% in November. Jute goods 

production 'ilas up 6% in the first eleven months of 1971, automobj_1e 

production 1·Tas up 9~s and commercial vehicl;=;s 3% over the same period. 

Cement also had a substantial increase of 11% despite a shortage of 

rail-vray ·Hagons. 

In general it seems altogether likely that t he g:ro1r1th of the Indian 

economy in 1971/72 will fall far short of the Plan target of 5.5% and may not 

I 
·! 
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· exceed 3% or so. The work on the revision of the Fourth Plan which has not 

progressed very far is discussed in Chapter 2 and India 1s ·currently rather 

ambivalent attitude t owards foreign aid in Chapter 5 (f) (iii) • 

• 

• 
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January e, 1972 

q AliD "HAR 

Refugeesa In October 1971 tha rasident clssion estiJ!tat8d the coat or 

refug .. a Stlpport at US $ .,00 million through fiscal 1'070/71. '£his 

estimate was baaed on the ass;umption that the refueee population uould 

grow to 9 Jrlllion by the end of calender 1971 and remain at t,hat level 

tor the balance or the fis6al year. This esti.n~te l'Tas accepted by the 

Indian govarntl'lent and by the Consortium uhich undertook to 'Pro~ide a_ 

S'J.bstantial portion of tha 8..i1tount. Up to tr..e pres .srt; time rour.:hly 
, 

US $ 260 million of foreign assista..l'lcs . has beon pro;~isod nearJ~" all of 

which has bean comndtted ut of whioh only about US 140 million had been 

delivo!'ad or 'aid f<1... procure:oont 1n T.ndia by thcJ end or Nover.lb~r. The 

x·ast v1ill probably oont in but p obahly li~:rtle or w1:.1 be committed. 

Tho totnl eost of the r fug e ?rogram ha.a been SoUlrtod by the un·~on 

Govern..Y.'lent and outlays in cash or ki11.d estimated a lk1.V8 

been nu .. de through Dccemb r 511 911. Thv., the ne ~.~ interim drn.in on Indian 

resouress up to nm has boen c:.bout • udgata.ry 

appropr-lu.i:-1ons for th., program ara Rs. 5500 million (uhout US $ 480 millton) 
~ 

inolud.ir..g foreign assistance channelled through the OOI acccnmts . Assuming 

that this anpropriation is not exceeded by aotu.ll o>.'"?endi turas and ul the 

aid in t~inellne arrires th n3t burden on India fol" 1971/72 probably 

will be • Most of thio has certainly been food. Since 

India's ~took .:·position for foodgrains has been .. ple (a substantial amount 

of rice hn.s also been furnished as foreign assistance) probably the 

financia.l impact of the p~ogram 1dll turn out to ba fa4 rly moderate, although 

Note: Missing statistics to be supplied by New Delhi Office • •••• 2 
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ot co rs the roodv-rains conaumd by the rei'ngee will hav to be 

replaced it India' o rood stoek position is to 1nta1ned at on 

appropriate le'VI 1. 

Curre??.t reports indioat that ons million refugees have 

already returned and thay are ot~ami.ng back fast . The local 

representatives or the tmucn considered 1 t not unlikely that thtV 

will nll b out ot tho camps by Mareh 31, 1972. o would gu sa en 

earlier. In this ev·ent the cost of the relier prograr.a should dimini"h 

quite rapidly during the noxt taw mnths. Also it has been reported 

con.fidon\:.ia.llr by tho Indian Arms toot the numbers may hwe ·been 

omuhat inflated so hatl the peak refU£ee popul tion vas probably 

omot4h~t less than l.O raillion uauall-7 cited publiol:y by ths Indian 

au·horities. 

The ~ ~rz.~~.: It is impo sibl to quantify t th1a at n-e the direct and -- ~ 

indirect cost of' th India entered the Emergency and itia:r 

si uatien in rol tiv ly strong economic position desvlte t burden 

of fw:rea reliof. Than a to a good kharif harv t, food supplitts have 

ample an t h.Gir prieo level h,.a been nding downwards . Durin 

the 4c . _,th nding 'fer a~ r G, the price of food 1 te d~clined by na ly 

1%. The supply of industrial rav-r ateriala, whioh had been constricted 

by b :JOrt policies and delays 1n issuing licanoas during 1970/711 as 

steel and eotton during tho first five mont.hs of this fiscal year. The 

price index for r aw 11A~rials fall by' 5. ~.,: in no :mfuer 1971 to level 

of 1.2,!! bele\-t that or a year ago. '-~119 ganm"*al ;;hol sale price indax · 

aleo fell by 1% during l.ovomber but remain d ~ .sf hi~hor thnn a yoa~ 

bt:>f'ore. This i"'lc 1a.sa 'h"a.S entirely ••••••• 

~ .. .. .. . ,. , .. : 

••• s 
- -

~ I 
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d\le to hl.gber prico for tuel and power, capital equipment a.mf other 

manufactured products rich probably reflected· both the rapid mor~tar.y 

expansion due to deficit financing in the public sector nd a general 

etagnation in" industrial production that has characterizad the IP.dian 

economy thus far in 1971/72 following disappointing performance in 

1970/?l. The expA!lSion or · the money eupply wall U~ during tre yea:r 

end.in{; November l.97l. This was due almost entirely to net credit 

expansion to the Union ar& State t;overnm.ants. ACcording to the Comnerce 

ftesearoh £ureau1 industrial production for the first lO months o£ lf;70/7l 

as only 2% ove the level ot the same perlod in 1570 and · this .increase 
' 

oceurr entirely in Septf>mber and October l'hcn industrial output uas , 

beginning to reflect the ine1 .. oasa in imports o! raw materials . Steel 

pr~ction al.so started improvinB in October although :fo:r the period 

Ja:1uar<J • October the output of pig iron and steel ingots ~as down by 

5% as c om.,)El.red tYi th the previous year. 

Except in the Punjab and perhaps in other States bordering l-est 

Pakis~"1. tho dislocation of production because of t..lle ~-Jar appeara to 

have been tllinol'* nd fz·om. t :Cis et nd .. ;oint the conflic-t; ... ill hsva a 

negligible effect on the economy .1/ 'l'l e fiscal effec-t Will not be clear 

1:/ 'l'he follo··nne .sit\lat1on is ls~gely tl.~ res\Ut of t ho green !~evolution . 
out it · LJ.s bc~n w<~ or ~ by th-.:.; o.innltJtion in n.or.;.al 1 ... all mo·v-o:-:lents 
re.;::;ulti.: !~ .:tro:n the LL1crgoz:cy. rue J.1liljt::.b l~;;:.s atol'a.6e ca.paci ty tcr: 
2.5 illl.ton tons o.f fooograins . gor" :ll1;; t.n.is is emptied by t:J.e end . 
of .r~_pril to ,,~ ) 1: ny .;ror tt1e ntr : -.,._·'leut crop. This yca1· it io c.:1.lcu• 
l&tcd. ·t~~ ~t. old stoc...:s oi: 2.2 mi.ll.ion tor..s tr~ili uot have been moved 
lrt tht.~.t date . .t~oc\.! .... e.:lent during tr:::e po~iod ".,-.:.rll to June is exj_)eCted 
to be 3.~ million tona • by t:1.e a .. 4 of Ji..UlO SOUl thing like "·0 tllion 

· to..."lS 11:'ill h . a to be stored L'1 th' opsn. 

This al.a:z7lilJ6 si t uat:...on is J;&tly caused by railuey movement problems 
but it ~~ boon 6Xacorbated by sudeen upsurga in rica production 
tmich has 4JX'G rtted the x'ea fro· baing ' OVed. 

··"'· 
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until m1 c.':. rch when th.e outcome of the l A'll/72 budget is clearer and 

the 1972/75 budget becomes available. India norm~spend.D on recorded 

dsfena X)O;ldituroo about ns . lO-ll bU11on or2.5 - 5% of O!~P. Ii • 10~ 8 

bUUon "·'-'s budgote for !-lie year. Since her rnled forces are rceruitod 

on volu~tegr basis no ~~batanti 1· increaoe of expendituro on personnel 

probably occurred aa a reDult of the War. As f as equipment is con

cerned, ti16 burden or replacettWllt of battle loaaes will come later but 

~Y only b(J rei'lected in the dr~ ~down of India ' a rupee bloo .. balances 

which probabl;y amounted to about US. ~ 70 mlllion at thtl end o! the last 

fiscal y~...r. Perbaps supplies c vtured in East iJen&al uill bo useful. . , 

There hu bean no nhortc.g ot ruotor !uel or othor supplies 1n the ci 1lian 

market. Our general conclusion is that .tho 14-da;y war was fought large)¥ 

out or ap~; opriations al.reaey in the budgot an t j tn'o as no taJ.k o£ 

il'lcreasi!l0 t.h~. Subst., .. n.tia.l deficit .f'ir.aneing was occurring prior to 

tical d3.ta are rot yot ava:ila.ble . The psych logical a .. d morale raising 

i.~~)(let or t.}. ,. ar ppeare to have bean ger.erally beneficial to industrial 

as reduce to the oxt~nt the supply of tl&terials permitted. At least 
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JNDIA 

IBRD Capital Subscription and Payments 

{Figures in U .s. dollars or dollar equivalent) 

1. Capital Subscription 

2. 

{a) Original capital subscription 
(b) 1 OO% increase in capital subscription 
(c) Increase March 1971 lf 

Total subscription capital 

One percent of Subscription paid in 
U.s. dollars 

.. ... l t..., ~-

400 ,ooo ,ooo 
400' 000' 000 
100,000 ,ooo 

900' 000' 000 
==-========= 

9,000,000 

3· 

4. 

Nine percent portion paid in Na tiotial Currency 81,000,000 

72,000,000 Releasedfor Lending 
{of which 21 ,600,000 convertible; 
balance for purchases in India) 

2( Incre~se under Article II Section 3(c) of the Articles of Agreement. 

January 10, 1972 
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IDA Subscription and Payment 

(Figures in U.s. dollars or dollar equivalent) 

1 • 

2. 

Subscription 

10 percent paid in u.s. dollars 

90 percent portion payable in national 
currency 
($36,315,000 equivalent have been released 
for purchases in India under Jl)A credits to 
other countries. Releases have covered 50% 
of the cost of purchases in India by other 
borrowers under IDA credits and are conti
nuing on this basis. 

4. Third Replenishment 

Entitled to additional subscription 
(unsubscribed) 

Januar,y 10, 1972 

40,350,000 

4,035,000 

36,31.5,000 

1 ,.568 ,480 



INTERNATIONAL DEVELOPMENT I INTERNATI ONAL BANK FOR 
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT I INTERNATIONAL FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Dr. S. R. Sen DATE: January 10, 1972 

FROM: Gregory B. vo9-h I tf'{/ 
: 

SUBJECT: INDIA: Monthly Status Report for January 

1. Attached are two copies of the Monthly Status Report for JanuarY• 
There arc f ew changes since last month. I 

\ 

2. T'ne total operations program for the current ·fiscal year still 
comes to *.519.5 million (not including $43 million for Tawa Irrigation, \ 
which should be in a position to go forward as soon as the civll works 
issue is resolved). The FY 1973 program nov-~ totals $513 million, to which 
any carryover from 1972 would be added . The reduction from last month is 
the result of postponing the $30 million Krishna irrigation project to 
FY 1974. In addition, ho~ever, we have serious questions about the econo1rlc 
justification and priority of the $80 m.illion ~~h-tpping II project (item 24), 
and I expect M~ . Cargill will want to discuss this matter when he visits 
India later this month . 

3. During the past month the ED 1 s approved the Gorakhpur Fertilizer 
cu"'ld Mysore Ag'ricultural Crea.i t projects, which were siened J anuary 7. 
Presentation of the Railways credit is planned for January 11. Once the 
Railways project is signed, total IDA co~nitments in FY 1972 will come to 
$189 million. 

4. The next negotiations will be Bihar Harketing and Ma"'1arashtra 
Agricultural Credit (items 8 and 9) in mid-Jai1uary, and Shipping I (item 10) 
at the end of the month. 1•11e next steps for rim.; projects about v.thich vJe are 
concerned to receive word are (a) the prospects for rehabilitation of primary 
banks in connection wl th the agricultural credi. t project in Madhya Pradesh 
(item 18 ) and (b) in Bihar (item 22), (c) the necessary report on J..ake Chilka 
Fisheries (item 23), and (d) as full a response as possible to our questions 
on Harcona Iron Ore (item 30). 

5. I propose that, should you -wish to discuss this report, we meet 
Friday morning , January 14, or early the follo'l-Jing week. I expect to send you 
the next status report by February 7. 

Attachments 



- 1 -

INDIA - 1972 OPERATIONS PROGRAN 

Projects 
(listed in expected order of Probable Quarter 
Presentation to E.D. 's of Presentation 

1 • Irrigation - Pochampad I 

2. Fertilizer - Cochin II I 

3· Wheat Storage I 

u. ICICI I.X II 

5· Fertilizer - Gorakhpur Expansion II 

6. Agricultural Credit - l1ysore II 

1· Railways XI II 

8. Bihar - Marketing III 

9. Agricultural Credit - Maharashtra III 

10. Shipping I III 

11 • Industrial Imports VII IV 

12. Fertilizer - Nangal IV 

13. Population IV 

14. IDBI IV 

15. Po11er 'ITansmissi.on III IV 

16. Fertilizer - Trombay IV 

TOTAL: 

Cu1T E.nt rn a lJ CCo t.j on for Jnd-i 8 - $375 milJ j_on. 

Possible carryover for co:mrni tments in FY 1973 - $144.5 million .. 

~// Amounts not revised to take into account new currency values. 
12 Siened 

Probable Amount/ 
(US $ million)~ 
IDA IBRD 

39.o~1 

2o.o9/ 

5.o121 

60.o~l 

1o.o1?/ 

4o.o!?/ 

15.0 

1J.5 

30.0 

80.0 

75.0 

20.0~/ 

12.0 

25.0 

60.0 

1.5.0 

519.5~/ 6o.o 
---

a< Amount may be higher 
_/ Excludes $h3 willion for Tawa Irrigation, already appraised, pendine 

resolution of civil t-Jorks issue 

South Asia Depart~ent 
January 1 0, 1 972 
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DIDIA - FY 1 97 3 OPERATION PROGRAM 

Projects 
(listed in order of probability) 

11-. Education - Agricultural Universities 

18. Agricultural Credit - ¥ladhya Pradesh 

1 9. Water Supply - Bombay 

20. Telecommunications V 

21. Industrial Imports VIII 

22. Agricultural Crecli t - Bihar 

23. Lake Chilka Fisheries (Orissa ) 

24e Shipping II 

25. Irrigation - Tawa (Madhya Pradesh) 

26. Irrigation - Jayak-wadi (Naharashtra) 

27 . Irrigation- Pamba (Kerala) 

28. High~ays II 

29. Small-Scale Industry 

30. Agricultural Credit - Punjab ll 

31. Narcona Iron Ore 

TOTAL: 

Probable Amount 
(US $ milJ ion) 

IDA 

20.0 

30.0 

30.0 

40.0~/ 

75.0 

30.0 

10.0 

80.0 

43.0~/ 

20.0 

30.0 

20.0 

30.0 

40.0 

513.0 

NOTE: Items 17-23 (totalling $235 milJion) considered probably by staff. 
CoT:1tir ... ed v!ith c .:Lr'/C'{'.::' I' of :t. 1 })~ r·~i_ JJ ·L o~t fT (!i.i FY 72> tlJi.~ ~..f,_uJ d m~1.l'n 
11likely 11 prog:cwn of .pJ79 Hl:Ll lion. I Lerns :.:. 5- 28 ( ~>1 OU htillion) held 
up pending resolution of civil vlor ks issue and ·Hill be processed as 
soon as issue is resolved. 

a/ 
~I 

Likely to be more 
May be included in FY 19?2. 

South Asia Department 
January 10, 1972 
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FISCAL YEAR 1972 

1. Irrigation- Pochampad 

Signed August 23. Effective November 15. 

2. Fertilizer - Cochin II 

Signed July 30. Effective December 2. The project is 
moving slov.tly, due in part to difficulties on the part 
of one major subcontractor (Prayon) in supplying the 
necessary design information and a strike at the con
struction site. Status of project will be reviewed in 
February by a follow-up mission on 'Irombay Fertilizer 
(i tern 16). 

3· Wheat Storage 

Signed August 23. Date of Effectiveness postponed to 
March 31, 1972, to permit appointment of engineering 
consu1tant,s and acquisition of sites. IDA has offered 
concrete .suggestions fo} ... procedures leading to the 
appointment of consultants and expects that this condi
tion 1-1ill be met in early March, 1972. Food Corporation 
of India expected to acquire 4 remaining sites (out of 20) 
by end <?f calendar 1971, but confirmation not yet received 
by ID.A ,. 

4. ICICI IX 

Signed October 27. Effective December 20, 1971. 

5. Fertilizer - Gorakhpur ExEar1sion 

Approved by ED's December 21, 1971; signed January 7, 1972. 

6. Agricultural Credit - Nysore 

Negotiations completed November 19, 1971. Approved by ED 1 s 
December 21; signed Ja11uary 7, 1972. 

7. Hail-wayt> XI 

Negotiations c ompleted November 19, 1971. To be submitted to 
ED's January 11. 

8. Bihar - Harke tine 

Green cover report issued November 30, 1971. Letter set
ting out details of required runendment to Bihar Regulated 
Marketing Act, which was aereed in principle during ap
praisal, sent November 29. Negotiations planned to beg~n 
(T anuary 2 4. 

(US $ milJion), 

39.0 

20.0 

5.0 

6o.O (IBRD) 

10.0 

40.0 

13.5 
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FISCAL YEAR 1972 (cont. ) 

9. Agricultural Credit - Maharashtra 

In response to IDA letter, GOM has reinstated previously 
agreed banking rehabilitation program and has given as&-ur
ances concerning financial comrni tment. Negotiations 
planned to begin January 17. 

10. Shipping I 

Negotiations scheduled to begin January 31. 

11. Industrial Imports VII 

Appraisal mission returned December 15; yellov1 cover report 
scheduled for February 7. Negotiations scheduled for March. 

12. Fertilizer - :Na.ngal 

Appraisal mission returned September 7. Nemorandum to GOI 
on scope of project discussed with Gora.khpur negotiators 
November 10-11. GOI replied on December 27 proposing re
sponsibility for project design and implementation substan
tially different from that proposed by Banl<::., Completion of 
yellow cover report depends upon agreement being reached with 
GOI and FCI on above points and on successful operating ex
perience of ne'" Durgapur and Cochin plants, Hhich use sim:Llar 
processes. A larger IDA contribution (up to $45 million) 
being considered. 

13. Population 

Appraisal completed by a staae II mission 1-1hich returned 
November 1. Mission to finalize nutrition component which 
was added to the project novJ in India.. Yellow cover report 
scheduled for January 28, J 9'72. 

14. IDBI 

Project identified by latest ICICI mission in July, Ap
prais<-,.1. m..i 0~~i on 1.,., l.nT 11E.:-.l Fo\.,.err:1 Jc' r lS . H<::.i n f ocus of J end
ing likely to be through State Finance Corporations, 
including assistance to small-scale industry. Yellow cover 
report scheduled for February 10, 1972. 

15. Po-v1er Transmission II I 

Appraisal mission returned January 4. Credit may be 
increased to $70 JnilJjono Due to complexity of problems 
in certain State Electricity Boards, yellow cover report 
unlikely to be available before March. 

(US $ million) 

30.0 

80.0 

75.0 

20.0 

12.0 

25.0 

6o.o 
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FISCAL YEAR 1972 (cont.) 

16. Fertilizer - Trombay Expansion 

GOI informally requested Bank consideration of project 
in August 1971; formal request for appraisal received 
November 12. Follow-up appraisal mission scheduled for 
early February, but high cost of project and technical 
factors may preclude IDA participation. 

TOTAL: FY 1972 : IDA 
IBRD 

$519 • .5 million 
$6o.o million 

(US $ million) 
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FISCAL YEAR 1973 

(US $ million) 

17. Education -Agricultural Universities (Bihar & Assam) 

Appraisal mission returned December 10. Yellow cover 
report scheduled for March 17, 1972. 

18. Agricultural Credit - Madhya Pradesh 

Status of progress in working out needed improveme~ts in 
banking system requested from GOI late December. Subject 
to examination of rehabilitation program, satisfactory 
assurances from G011P regarding financial commitments , and 
a possible restructuring of project, appraisal possible in 
early spring. 

19. Bombay \,Yater Supply and Sewerage 

Amount tentative. Mission which visited Bombay in November/ 
December was not able to begin appraisal . Presentation of 
consultants ' feasibility report ·Has delayed and was still 
incomplete, and BHC had, asked consultants to evaluate certain 
alternative technical solutions. Appraisal accordingly 
delayed until April/Nay, 1972; mecm1-1hile, BI'1C and PUD Hill 
remain in close touch . Considerable progress has been made 
in BMC organizational improvements, removing the last major 
obstacle to effective project appraisal. 

20. Telecommunications V 

Support for Fifth Plan t elecommunication program. Project 
scheduled for appraisal in September 1972, but this timing 
will depend on utilization of current telecommunications 
credits, r eviev1 of which to be qompleted by April . 

21. Industrial Imports VIII 

22. Agricultural Credit - Bihar 

Prior to appraisal, (which must be by October 1972, for 
i.ncJus jc;n :i n 1973 pro~~I"I:-!1 ) I I>\. 1:ilJ n(-·erl. ovj clc::nct;! tr:c: .. t 
scheme for rehabilitation of lendiug institutions has 
been worked out in cooperation ~~th ARC and is being im
plemented. Statement from GOI on financial rehabilitation 
requested in letter da·t.ed August 28, 1971 . 

23. Lake Chilka Fisheries (Orissa ) 

Project preparation report e:Kpected in December not yet 
received. Results of model tests (on linkine; of lagoons 
't-li th the sea) now promised for end of J anuary . Decision 
on whether pre-apprrtisal necessary awaits receipt of this 
information. 

20.0 

30.0, 
. \ 

30.0 

75.0 

30.0 

10.0 



- 7 -

FISCAL YEAR 1973 (cont.) 

(US $ million) 

24. Shipping IT 

Financine of bulk ore carriers . Studies being conducted by 
GOI are sched11led for completion in February, 1972. .r_c.ci
t ional ship-optimization study likely to be necessary he-
fore appraisF,_l. /, ssoc-.i. 2.tj 0n staff hc.s serj OB.R questions a.bc:ut 
t he economic priority of so J.aree a.n add.i.. tional inve st:nent in 
ships at this time . Cargill and Kraske 1dll discuss in Dalhi 
in l ate J anuary . 

25. Irrigation - Tawa (Madhya Pradesh ) 

YelJmv c over report c ompleted October 8. Finalization of 
appraisal report delayed pending resolution of civil works 
issue. In thP meantime, letters sent to GOI and GHP on 
December 23 seeking to clarify some technical issues prior 
t o negotiations. 

26. Irrigation - Jayak1.vadi (Mahe..rash~) 

:b"""AO preparation sumrnary received July 6 a.11d sent to GOI. 
Soils data (requested from GOI in letter of July 6) 
received August 19. No appraisal wission scheduled pend
ing resolution of civil v-wrks issue. 

27. Irri~ation- Pamba (Kerala) 

FAO/CP preparation report received J.e.t~ December. No 
appraisal mission scheduled pending resolution of civil 
works issue . 

28 . Highways IT 

Project prepa.ra.tion completed sufficiently for appraisal, 
but no appraisa.l Plission scheduled pending resolution of 
civil works issue. 

29 . Industry - Snall-~ale 

l-is ·urne:-3 reeu_tlna:l ;.::;sancc rn _i_sc'ion nchedu_l e(;_ t o rc~tu:rn t o 
field in January reaches favorable conclusion; if . not, 
another industrial project may be substi tu t,ed. 

30. Agricultural Credi. t - Pu1~.j_ ab II 

Punjab I included mechanization only. Second project -would 
include minor ir·, ._i :3:1tion and drainage components. In dis
cussions in October 1970 and September l971J GOI expressed 
preference for greater geocraphical spread of agricultural 
credit projects over "repeater 11 projects. No information 
is presently available on status of repeater project for 
Punj ab. Decision on appra:i.sal wi 1 be made in spring of 
... alcndar 19'72 after revlew of proerr..::~ q nn Punjab I. 

80.0 

43.0 

20.0 

30 . 0 

20 .0 

JO.O 
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FISCAL YEAR 1973 (cont.) 

30. Iron Ore - Hare ona (Kudremu..l<:h ) 

GOI request for IBRD/IDA appraisal received late October. 
Letter sent to GOI November 24 requesting reply to issues 
outlined during Annual Meeting. Preappraisal mission · 
scheduled for Feb:~ar,y. 

TOTJtL: FY 1973: IDA - . $513 million. 

(US $ million) 

40.0 



INDIA; LOAIIS AJID CRDIT:> !lor FULLY DISEURSED 
(US$ .ullion) 

Elticated Value Esticated Value 
or Invitations I ssc;ed or Orders Placed 

Loan (L) or Date Inte tor SUpply of Goo:!s and Contracts 
Credit (Cr) ~ ~ ~ ~ or Se rv ic~~ A.,:arded Dlobur eement11 P.e::a._~e 

(as of D.!ce::.ber )1, 197l) (as ot Novecber )0, 1971) 

307 (L) liSCO Coal K1ning 19.5 12/22/61 9/17/6) 13·9 13·7 16.9 Consultant's visits in 11/70, l/71 ~ 
8/71 &howed &o::.e 1::;;::-o·, e ::. e :~~ i.:l 
man'4)ecent a.r.d te cr-~.i cal ;;::-~:.le ::..s. 
Diffe::-ence between ortera place! &."'.! 
clisbl.:IGe:::~nt is intereat :!-...::.r.o c= -
atru.ction. 

414 (L) ICICI VI 49·8 5/28/65 8/20/65 ( totall,y co=i t ted) 45.0 Cloeing date extended to 6/72. 

89 (Cr) ~aa EquipmeDt 23.0 6/29/66 10/)1/66 19·7 17.8 14·4 List of goods revise<!. "'rJ a.gre~::.£.r. -: . 

final dra .. down in m t. . Clos i!:..; :.aa 
12/72, COl has requute:i exteLS~~ ~ 
12/31/74. 

515 (L) ICICI VII 25.0 9/19/67 ll/l14/67 (total}¥ committed) 18.3 

614 (L) ~a.ra.i Seeds 13.0 6/18/69 9/12/67 3·9 3·3 2.3 Eids for processing e«uip::e,t, ._......!= 
caused del ay, are l: eir.g e-ta!ua : e':l. 
Closing date 12/)l/74 • 

615 (L) ! ''''""""""~"~ Ill 27.S 6/16/69 7/l14/69 27·5 26.0 5·9 Technical diffi culti es !:: !ac~= =~es 

likely to cause ci s:,J...-s e=~r. : s ~=-
fall behind sche:lu.l e. s :e;:-.:; i :.2.."'.t t 
cost increases now un-ie: i::ves t 4,--a-

{ t'elecommimicatione !II , 
tion. 

153 (Cr) 21.5 6/18/69 7/14/69 27~5 21·5 22.8 Disbureea:ente on eche:!.ule. 

176 (Cr) I:ada.na Irr4~tion 3$.0 2/09/70 7/29/70 18.0 16.6 3·5 Problems over d= co:-; t::-ac t, !a:l"..::~ 

to sub::Ut clai::.9 for c:: sts ' n-==-=~·:1 
en canal co,:J tr-.Jc t ion, re ~ ~: t ~ c :; :y 
IDA of bid a · .• ra r.:!s , CL'"d. C.~~ r e c.·- ~s: 

for revision of li s~ o:: ~c-: ! s :..a,·~ 
all contribu~ ed to s lc ·o~ c:. c":-=H:.c::. ~ . 

AaTee:::ent rea-:r.ed on ~i~,;.J..-. .; ). :-:>-
cedures !or a :!1i t!c!".al e ;.:..! ;=c.~ t, 
cla!Jns now be in0 &'-'b=..i t ~e :!. . 

653 (L) ICICI Vlll 40.0 6/03/70 8/31/70 (J4.0 cocm.itted aa or 10/Jl) 13.1 &lance expected. to be cc=.it~~ :!. ':y 
December, prtlje~te al.rea.C,:r a;:;:rt:·.-e~. 

191 (Cr) Cujarat A&· Credit 35.0 6/03/70 9/l14/70 2.4 2.4 1.4 Orders for first 8YJ ~rac tc ::- s 
approved. Bids for t '.:be·•e ll cc.:1-
traoton 1:\a.de and 1.1n:!.er consics:a-
tion. 

203 (Cr) Plmj.ab A&· Creclit 27-S 6/24/70 9/04/70 6.$ cor haa decided to proceed ... i t :: ::.::-st 
tranche (So;-;) of tract o:: :?=~·.;: <?::e!O~ 
vithout reter.<!'Jrir.g, ... t.ico s:-:~.:.::1. 
accelerate di&burse;.ent. 

226 (Cr) .A..P. A&· Credit 24·4 1/06/71 5/l0/71 

2)0 (Cr) .t&ric. J.viation 6.0 1/26/71 S/25/71 '1'ra.in1ng or pilots baa beell i:Ut i&-:.e~ 

241 (Cr} ~eleco=icationa IV 78.0 5/03/71 6/2$/71 8.2 

242 (Cr) Pover 'l'raru!misaion II 15.0 5/03/71 7/29/71 

249 (cr} Baryana Ag. Crecli t 25.0 6/ll/71 ll/02/71 Draft tenc!er d"=en~a receiH1 ~-.r 
!!rat tra.nche (S~) o! ~r=tcrt> . 

250 (Cr} ~al!l.11 Nadu Ag. Credit 35-0 6/11/71 ll/02/71 

2E:l& (Cr) Cochin II 2Q.O 6/J0/71 12/02/71 See text. 

26FJ (Cr) Pocha:':lpa.i I = i ea t ian ) 9 .0 6/23/71 11/lSlfl Tender C :.c~.P~tu c ~:: :!i ! !..;;.:-•. a::" 
approvei for one =.jor vo:x . 

26i (cr} 'Wbent Storage s.o 8/2)/71 Poshoned to See text. 
0) Jl/72 

789 (L) ICICI IX 60.0 10/21/71 12/20/71 





Annual Maeting Discussion 

Files October 27 , 1971 

Jochen lraske 

ntDIA ·-

i. hr . ~y .B. Chavan, ttniste:r ot Fin.o.nce, called on Mr . Mc~i&.l'!lara 
n Sap~r 28 . ~he f,·ti..ni3t,(fr was .o.cco.~ani. by !1essrs . I .a. Pat e l, 

Secretary, ,.-~.lnistry of F:..n~eJ s . Ja.gtllUla.than, Governor, Re!lerv 
Dank of Ir.Cia; G.V. ~krishna, JoL'lt Secretary, Y ni:;try ot Finane ; · 
S .R. sen, E ecutive Director t'.nd M.R. Shrof'!, ,\.lt-ern.ate Executive 
Director. l~as:ra . Knapp, Cargill, Chenery, Votaw and . .t u.n~ were also 
preuent t the neeting. 

2 . ~£fl,..L<;ees t Mr. Y..c~iarr.ara opened the meeting by r ot erring to the 
i't.J.gee . roble!~ a a a most i.mportant issue. He sug~ ted that the 

au ject. b~ diccUBsed b7 th~ Consortium at Dl1 early date . The 'laniater 
agr ed that the probl em w.a.e bavin..3' a serious impact . ori Indian 
economic develop•oont and bat the matt.er shoul.d be digcu sed by the 
Con;:;ortium. !he r·iini~te:· .. J. ndered ~hat t.he ch""nces \'t--ould for raising 
tfh,--. funda naee!lsary to cover tha e.ogt.;l of refug_s relief' . r ·• Hel~a.m.ara 
t.hon€}.t that i-t should be possible t,o mobilize .., bstantiu.l fu..nda 
tidd:i tio al to norreal aid and debt relief .. Dr . Patel pointed out that it 
~onld e help£ ~ it men:bers of thQ Co.n.!)ortium were rie.fect 11ell in 
ad a.uce o \Jhe- 1; et.in~ to b ~le to "pond ~11. t.h ud pledgca . l!r . 
Hc"'·b ... m .. tl.ra t1U0&~sted th=lt th ... Ltr!niuter eall o t .. epNsentatiVGa of some ot 
the Cv'tit10r tsiurJ ~=-e-mber~, ei t.her here in \iashi.ngt,o... or on s way a.c o 
!n~ia. In ;... ittlt: on,. .Bunk star .. would provide the necesaary doamentation 
and bri ~inz for Con.sorti:tlt!'t mawbers. 

3" C.::t1C'~~tt.at Ref rring to Y • Mella~' openin.~ addr ss , the 
'!1 .. nir:rtet:t -;nerr::-:~.O!'cd Calcutta as a atrikin.., a~le o 
fr ;Hl -w"i.des")re_.d l!.n~ plo;.""T"'ttent. . Hr . i·~e: ~r 
st.~4 e ci .. ;~. ·n(~al ~t.P:i t.' 0 C.ity of C··1.:.; .t:A~-

attaw\in3 t_~P- V't<: 7 ~orio\l.B prob. ~-;:~ Of 
t.h.at, the nt·· lil .:ts . ,.niet;i: ,g Cal~ut·,~· a dovel l ... ~nt vere not on..ly 
economic ,. v slilo poli t_cal in n._;. t.,ur , ~ hieh co.r:.vllca ted ~ diff'14ul t 
task of or6~nizing inv<Da.tll.ent proJe-cts e !eetively. 

b • C~~-1.1, ;. ~:r! .!3 .. et)!!l!t!!-t~ ,: '!he rtl.fli.s t f"..r then broug}Tt tlp the t}lEhJI tion 
of · t.ern:t.ti.;-)!<.$.1 ·~.~ .. 1-..~ ri!".i:· 'or civil 1ior:ts contract5 . Ha :1t,. stJed thl,j l'lt.;¢d 
f'o~~ It#r.lJ.:t f ;:.; c /i tra~tin6 ndu;ztry t.o develop •ld the :lOf' . a OE! or ~l)loying 
l~tlx:>r•int.e:.1: .. d.va: t .tl qu.es; and he .. press .. d tb$ ·e~ th~t n .. ern~tional 
terde~L !.~ -:;ronlt:. do""v p o;)crly t:tk'e into ··ccoun'~ th.eae spceif.ia t;ouls . 2:r . 
Hc?!;.L.tl u ""·L"1-ttjlt t-hat tho d~S"c, ~3icn f tbe .roehru,p::-.d irri~ation proje~t by 
t ... 1-o ·!J;·iLC :tt.1 ve Dil."e .... :.-crs had been V:lfo. -t."Lm~t 1 prilrt.G~"'i.ly be cRus 
qu.C;!~:rt. t'J of p:r ".ClJ.re- 't h0.d b~ '-'a put -wron;.;ly. I:f £;xecut-1v·e Dir-ectors 
had EY..:n 2~1ke~ ·!1c·i.,h~r t: r .. B.lJ".k ~:hculd ~;!up, ort yroj eta -ru..cn vou.ld 
sti·!' 1 Zi;,v tJ~ . • u~m5lop~s o£ do-:--·-s::;t.io eo· ~truetloo c r:·.puoi";;,y and p ovlde 
t1ub;;ts.1 tial 'loe~ 1 raployrnent nobody could ve o jected. ?J o Exe--c tive 
IJ.i·~~ct..c· "G -;; .. ~£1 d, ho~·'e r, _ 'lea bjGJeticns i.! tb.tl · COliorr.J.c cost fer 
_ohieVin:; gva.lS ~UOh a' th develop~ ent o£ local con•.r etin.~ ind: a·trt Md 
subztantial eJ~loyroent o.t loc.U la.bo1 .. appeared to. be ocssi · • 

. ·· -:.. 
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S,. Mr. Hclhuaara went on to sa.y that. thft difference over civil 
- works proc'Urewen1# be~1een India and Bank stat•.r. ~~a~ largely on<t of 

technic.."tlitiea, and could therefore be resolved. 1~. ?-1eNaw~ .. ra explained 
that there app~~ed. to be no di.f!icul ty in zrteetin.R> tl4s yearr e lending 
target even exelucting projects involving subst.antia.l· ci.vll uorka . F! 
ever,_ it ~a.s aJ.>~olutely necessary tlut the probl a resolv d. during 
the nert ai..x mouth . so t-h~.t the Bank Group 1 s lending prof>rratn could 
inelude projecrt.r~ in suoh important sectors as 1rri'gat1on and highway 
construction, ,.;hieh m.dnly inVolved eivU works fimncing . He thought 
that 1.t should be poasibl.o to eett.le the procurement- iasue by April l, 

- 1972 1. ·it the sta.!.f work0d eloaely with Dr. Sen or arq othe:r official 
not~tioa. t-ed by the Indian Government tor this purpo3 • 

6. 1-lr. }!c~Inmara Y.ent on to say tllat. wh11e the ettorts ol the 
Government and ·the Bank staff had led to t..'le build-Up o£ a sizeable 
project pipeline, there uas still need tor flllhstantial further ef!ort 
in project preparation . The lending prograr.-1 beyond FI 1973 6tUl appeared· . 
we&k , eti>"Peeia.lly when taking 1nto con£:.1dera.tion the possibili.ty or tuture 
increases of IDA's res,ourcett . Accord.i.ngly, be lll'"gEHi the 1f.d.ni$ter to 
eon·tinu& to !>2Y close a.ttenti.on to tb.e :ldentifieation and preparation of 
projeo·ts uitable for IDA · ssistance. · 

1· Dr. Patel mentioned that he understood that Mr. 1'4118.ma.ra had 
agr~d to pro'\r:ide non-project ~ssi3tance to L'ldia and that non-project 
aBsiat.s.noa woald now be eotuidered a. regular f'ea·t,ure ot the Bank' 3 
lending progra.ra in IndiA. Mr. HoNamaro. expW.ne-d that he l'~d no 
difficulty in accepting the principle of non-projco:t assint&"lae, provided 
cert..~in eoncii.Uons were met . \ibile he believed i~hat nt the present ti.rne 
a caoe tor non-1.Jrojeet assiztanoo in In~ifil; could be raade; ha did not feel 
that t.he Government ahould as~ it would receive non-project assistance 
regul u,rly fronl lDA e"(fe;ry year • . At thi.a point, Dr . Patel a~ressed the 
vie-J that. th~ Bt.~:uk t s Articles or .Agree!ne.r&.t, which bad been c!r'n.ft.ed at a 
time vJhen problems o£ economic develor.rment. had be<':n only var;a.a-ly pereei ved, 
werf'~ an ...iqwl ted unci should be ru:iiended tro renoot better mod~m day require
ments. lt.Ir . }I-::!li~-nara felt that the 1lrtielca of Agreement provided 
sufficien-t .n~x.ibillty to e>::tend non-projec~ assistance or to f rl<-'11\oe 
loc~l co ~;ts ~1henerver o.irc'tl.i-'!'\ .. ~tances just.i.f'....,ed this kln1 of assi . t~nc • 
i'olitieal. l''e.cUities, j.n particular th.e pending vote in Con£;TCom on tho 
·tJ:rl.r•d replenir-J:hmcnt, tM.dG 1 t necessary to change lenjing polie:.r era,du&lly. 
Hr . K.na+ .. P pointed o-a:t t .. l1..~t ~'le E:..""OOcu.tive Direetozs in !aet had moved a 
J..ong t~ ... v i.n re~~!lt years to a znore lib~ral interpretation of the ArU les 
of Agrrz ·r:.C'Ii. vl a r.;tri:dn;; ~xampl.,; Yas the: :f'r:..et that..; th~! f'in2..1ci ·~ of 
local eul."l"'eney exoenditu.re.s had beeC4-ne a matter of "'Ccapted Bank policy. 
Indeed, he felt that by financing ·the local eo~sts ot projf.:~te , tile Bank 
could -:: cco::.plis::. most of t.h~ objeotivea C.l! nor.:-project assiotam:e . Dr. 
'Ps.t-el thout_;Jlt tJ.14.t i..vt~titut~icntal r ..... gtd.iti as pr€vent.ed a rapid tra sftel"'- of 
capita l t.:.a lonl a~ the B~' 1.-raa lim.iting itself to the pr-oject .approach 
and thet conaeque:ntly :pl--ogram. lending had aigrlificant advruatagea over 
local cost ..tiru~.ne:lng. 



8. eting ~~ :xp e ing eonfid ee 
t at t ~r t1ve in tn n r futur • 
Althou th urcmmt o I Yl s:aista.nca ·hich India ~s eaiving at t 
present tim· ian a till hort ot h.., t " he d serv , 1n +,erms of · o ty , be 

a tr eour g d by th f'aet that t.'le ~v..nt-3 of ID.\ s 1st :.nc progr ed 
tor I .. ,. "" n tJhe CUl~·nt fi flcal 7ear 'i re subr:; tn.ntial.ly ('\>her than 'fhat 
had be . available in '1o prt t . . He vas hopeful that further incroases in 
IDA assistance to India could be made in the year ahead. 

cc t !.-{essr$ . Me~ am.ara 
1\napp 
Gh~l 
Co;Hl 
Cirgill 

·' 
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the estimated 11 percent annual increase in short-term agriculture credit 
requirements expected dur:L""lg the Fourth Plan; and (4) the appo:intment of 
the National Commission on Agriculture which is to examine the broad 
range of policies for agrarian reform, and particularly to examine poli
cies which will both promote greater productivity and improve the distri-
bution of income. · 

4. All these and other measures were discussed in Ch pter III of 
the Economic Report. On the first of them, the Report concluded t hat the 
legal and social circumstances of small farmers would make the program 
difficult to carr,y fonvard - in particular the lack of formal title to 
land necessa~ for the receipt of credit, and the complexity of acquiring 
such title.l!- The rural employment program would require pilot projects 
to locate at the District level the categories of un- or under-employed 
workers who might benefit from the schemes, to discover the times of year 
at which they were available, and design economically viable activities 
uhich 1vould absorb them.Y Tne entry of the nationalized banks into rural 
credit has had some success.JV The Agr icultural Commission has impressivfi/ 
leadership, but the Report does not tr,y to forecast what it will achieve.
It is due to report :in two years 1 time . 

S. Another popular issue was the a.bolition of the privy plXSeS of 
former princes. After a Bill to abolish the purses failed in the legis
lature, abolition by Presidentia) decree was held unconstitutional by the 
Supreme Court, but this probably increased the popularity of Hrs. Gandhi. 1 s 
government in the eyes of the public. A Bill is now before the Lok Sabha 
which will give Parliament the powers needed to complete the reform. 

6. Emphasis on the 11 small man" 1-1as the main theme of the electo-
ral campaign of :f-1rs • Gandhi's New Congress Party. In fact Mrs. Gandhi 
gave little indication of vJba.t else she would do, stating only that, if 
reelected, she would follow a pragmatic economic policy. That she only 
promised to do "something" and not to achieve "everything" apparently 
appealed to the electorate. Her party r s landslide victory was due in 
great measure to her personal charisma - it could be said that the 
electorate gave her a "direct" mandate. 

7. The question now is, 1-.rha t can the new gover11..ment do to ans-v1er 
people's expectations? Since the elections, insurance companies have 
been nationalized. The budget for 1971/72 includes provision for a 
program of rural employment for productive purpos es, and increased tax
ation on high urban :income and property. The Planning Corm:nission is 
being reshaped - to what end is hard to tell, at the moment. 

1 Economic Report, para. J.J2 ff. 
y n II para. J.21 ff. 

ll 
. 

JJ II para. J.72 ff. 

w " II para. 3.79 ff. 
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8. The Economy-. A very full account of current economic problems 
is provided in this year's Economic Report, and we do not intend to repeat 
it here. Since 1 967, India has been follmrJing a rather strict budgetary 
and monetary policy: inflation has been mi1d and net foreign exchange 
reserves went up from about $200 million in December 1967 to a present 
level of over $1 billion. Over the last four years, the rate of economic 
gro~.rth averaged 5 per cent a year, which is not unsatisfactory. Food grams 
output is regularly increasing so that in FY 1971 foodgrain imports amounted 
to only 3 million tons, 'Which have gone almost entirely to building stocks ; 
in that sense, India was self-sui"ficient in regard to foodgrains last year, 
though the performance of commercial crops vms disappo:inting and of course 
.there is an enormous job yet to be done in improving nutritional standards. 
This year's total of 104 million tons of foodgra:ins represents a 5 percent 
increase over last year. Good performance in wheat production continues -
this year 1s growth rate is a little below the high average of the three 
previous years, but excellent all the same; the most encourag:ing develop
ment, however, has been the growth in rice production of 7 percent, the 
.first sign that the "green revolution" may be spreading to rice at last. 
So far, the 1971 monsoon is off to a good start, and important .first augury 
for next year 1 s crop. In spite of the green revolution , India's agriculture, 
and thus its economy, is still pr edominantly dependent on good weather, even 
if this dependence has been reduced by recent developments. 

9. Growth of indust rial output has been comparatively slow, mostly 
due to the poor performance of heavy i ndustry resulting from inadequate 
demand from the public sector. Growth of services has been comparable to 
the overall grovrth rate. Dur:ing 1967-71, imports came do1·m sharply; and 
in 1 970/71 export performance , although mixed, showed an overall increase 
of over 8 percent, so that the deficit in the trade balance decreased from 
$1 .3 billion in FY 1967 to $130 million in FY 1971 • 

10. This favorable performance in the· recent past, however, has 
scarcely reduced the magnitude of India 1 s tasks • As the leader of India t s 
delegation to the recent Consortium meet:ing said, 11~-Je have learned to live 
within our means, but the living is not very good". The prilna.ry cause of 
concern, and an important restraint for the future, is the poor rate of 
investment. Net investment vras 12 oO percent of national income :in FY 1970 
against 14.8 percent in FY 1966. Political nncerta:inties before the general 
elections led the private sector to adopt a wait-a~d-see policy towards 
industrial :investment; of late the investmen-t climate has improved and 
the number of industrial licenses sanctioned and the amount of new capital 
issued have substantially increased. The principal cause of the decline 
in investment, however, has been that public sector investment is held 
back by lack of resources: increases in net domes tic savings accruing to 
the public sector through higher taxation were inadequate to make up for 
the shortfaD. :in net aid r eceipts. More reliance upon deficit financing 
"tvould have been dangerous, since the supply position of basic consumption 
goods such as pulses, textiles and oilseeds was tight. Even with the 
present lo~r }•ate of investment, a rate of growth slightly below 5.5 percent 
a year can reasonably be expected for the Fourth Plan if agricultural out
put continues to increase as in the past. This is not bad for a poor 
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conntry, but it is below the Plan target, which was already modes t for a 
country with a per ca :ita income of $90 per annum. 

11 • Recent growth rate:: have to some extent been possible through 
tald.ng up the slack of under-utilized ·capacity. Present investment is 
important to future growth, and the longer-term future of the econornw is 
hard to assess, given the uncertainties of the aid situatianll. Any 
improvement on the projected 5.5 percent growth rate will require both 
favorable trends in foreign exchangG availability, on which depend some 
of the necessary changes in industrial policy, and continued good fortune 
in agriculture. 

12. The Future. In this context, v1hat can be expected for the 
future? The Government could force the pace of groHth in the non-farm 
sectors of the economy, and thus help pull some of the rural poor from 
agriculture into more. productive activity elset·Ihere; but resources are 
so scarce that it is unlikely that the non-farm rate of gro-v1th can be 
rapid enough. If such growth is able to alleviate the lot of the existing 
urban poor, that in itself will be quite an achievement. There is room for 
relaxing some controls which are ini:rnical to economic growth; better per
formance by public sector undertakings could help to improve savings, 
thereby reducing the reliance on budgetary transfers. This is not to say 
that all public sector undertakings are working at a loss; in fact many of 
them are profitable, but the huge financial losses of the biggest units 
(Hindustan Steel Ltd.; Heavy Machine Tools undertakings) more than off
set the good performance of others. Even the best performers are beset 
with problems ranging from bad ~anagema~t and labor troubles to technical 
difficulties resulting from poor initial investment decisions. GOI 
recently started a dialo~~e with the t~~de unions to find a solution to 
labor unrest: in 1970 alone, 11 million man-days 't·Jere lost. 

13. GO! might try to achieve redistribution of inc anes through fis-
cal, pricing and other policies. Some steps have already been taken in 
this direction, e.g., recent increased taxes on urban incomes. Defenders 
of India's agricultural taxation policies note that every tax levied in 
India is also paid by rural peopl· - except in·come tax 't-ahich accotmts for 
probably not more than 25 percent of revenues o'f the Centre and the States 
combined - and that agriculturists pay direct taxes in the form of land 
revenue and specific excise duties on fertilizers .and tractors. Never
theless , rich farmers who may represent 1 0 percent of the rural community, 
almost entirely escape , direct t~'<{ation. · The problem is that taxation of 
agricultural incomes is a State responsibility, and in most of the States, 
the power structure is greatly influenced by the large farmers. 

14. The government might try to redistribute the available cultivated 
area, but here again, the problem is that this is, constitutionally, a State 
issue. Even if the government forced State governments to enact new land 

.. 
1 
-This is discussed below in the section on the Consortium, para. 64 ff. 
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ceiling legislation, there are many ways to evade the laws. There are 
already reports that large owners fear furtl1er reductions and are start
ing another round of land t r ansfers to relations. The government might 
be more successful in implementing a minimum reform of the tenancy system 
centering around rent ceilings and security of tenure, since, whereas rural 
people were mere onlookers when land reforms were first enacted 20 years 
a go, they have become no'tv more politically conscious. This would still 
be opposed, but possibly less strongly than l~d reform, by the big farmers. 

15. ·. IBRD/IDA economic reports have over the yea:rs made numerous 
policy recommendations. In terms of the new government 1 s situation, these 
can be considered under three main heads. (i) As earlier paragraphs have 
indicated, in many important matters results depend on the relation of the 
Centre with the States. This is true of rural reforms and agricultural 
t axation. It is also importantly true of the fiscal system and the 
management of the development program. States are still capable of dis
rupting economic management by running unscheduled deficits which have 
to be made good by the Centre. And the State ad.ministra tions, which 
actually carry out the bulk of Plan schemes, leave a lot t o be desired 
from the point of view of efficiena,y. 

16. Some difficulties can be attributed to the political machinery 
of State Gover.runents. Elected members of State ass~~lies are allowed 
t o change party allegiance frequently and without penalty. In the pas t 
t his has made something of a mocker,y of democracy in ~~e States and has 
frequently made the formation of governments and appointment of ministers 
a thoroughly opportunistic and unstable process. The personal popularity 
of f-1rs. Gandhi and the authority of the government are new features in 
the situation. The New Congress no1-1 is in control in most of the States, 
and there is 11President•s Rule" in others, .so that the political situation 
is much more favorable than before; whether or not the government will 
t ake strong measures ramains to be seen. 

17. (ii ) Some decisions the Government must take require a 
dif'ferent kind of political ·Hill; they involve tackling the prejudices 
of Congress party members and of interest groups at large - such measures 
as the reduction of industrial controls, giving someuhat greater freedom 
t o the large industrial houses, the reduction of protective barriers, 
even the pursuit of larger amounts of aid. Many observers hoped that 
Mrs. Gandhi's incr eased majority 1-rould enable her to move on some of 
these issues. There has not been much sign of movement so far. But 
the Government 1 s om Economic SurveyY has argued for doing a-r.-1ay "Lrith 
some of the less rational aspects of policy. We must hope it will be 
recognized that some of the redressing of the balance bet1-1een gro-vrth and 
social justice should : lie on the side of efficiency and growth. 

2/Government of India, Economic Surv§Y, 1970/71. See, e.g.: P• 71 • 



- 6 -

18. (iii) Finally there are a number of items which are more a 
matter of administrative than of political will: improvement of public 
sector management; improvement of port management; of statistical col
lection and publication; of tax collection an~ processing of legal 
taxation claims • In these as in so many fields of India 1 s governrnen t, 
there is no lack of official reports and recommendations as to what 
needs doing. But there is a very considerable -v;eight of administrative 
inertia, which a determined Government could overcome. 

19. Over all these othen~se reasonable prospects of political 
stability, of administrative reform and of encouraging economic gro't-rth, 
there now looms the threat of the tragic events taking place in East 
Pakistan. The immediate problem concerns the refugees, now numbered at 
nearly 7 million and still corning, who have sought shelter in one of the 
most volatile parts of India, where economic conditions are painfully 
weak. International aid may relieve India of some of the direct costs 
involved in taking care of the refugees, but the social, poll tical, and 
indirect costs resulting from their influx will have to be borne solely 
by India. In any case, it is unlikely that the international community 
will be able to do more than make a token gesture towards paying the bills • 
The direct costs are now estimated at $400 million for the first six months 
of the shelter operation. Much of this is in foreign exchange or in goods 
(e.g. foodgrains) which Hill have to be replaced with foreign exchange. 

20. India must hope that future developments in East Pakistan will 
quickly provide a situation in which refugees, a majority of whom are 
Hindus, will feel · safe enoug..'h to return to their homes • India 's official 
position is that all must return; even if Hindus, they are Pakistanis, 
and aliens. Privately Indian of icials fear the situation vdll be worse 
before it is better - they fear a mass famine in East Pakistan 1dll drive 
even larger numbers of both Hindus and Muslims to India. It is hard to 
see what could induce the Hindus to return, even given political stability -
whatever remamed of their meager assets after the fighting probably has 
been redistributed already. If the refugees cannot somehow be returned, 
the number of people pressing for land and jobs in alreaqy economically 
and politically explosive West Bengal and Calcutta will permanently in
crease by millions • 

21. Seven million people repre,-, ent 1~ percent of India 1s population. 
If these people are to be maintained at a standard of living equal to the 
average in India, that means transferring to them 1 !.z percent of India's 
existing resources - to the extent tha t additional funds are not made 
available from abroad. (Aid pledges for refugees total no more than 
$150 million so far.) Even without the te~·.ptation to seek a military 
solution, the test of India's political cohesion and economic strength 
is intense. Unfavorable comparisons are already being brought to public 
attention in India between the sums expended on the refugees and those 
available for India 1s own poor and the programs designed to assist them. 
·rhe political dangers are obvious. There is no point in developing 
scenarios here. It is enough to say that the gravity of the situation 
can hardly be exaggerated. 
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JRH.n/IDA Strategy 

22. IBRD/IDA Lending~· If the Bank group is to continue to make 
a significant contribution to India's development program, this must be 
done through enb~ced amounts of IDA lending. India remains creditworthy 
and could be a blend country, but, given the very large amounts of external 
aid which will continue to be required for some time, it is clear that 
almost all of India 1s developme:: .. t borro-rdng must be on soft terms i.f the 
required transfer of resources i s to be accomplished and a grave debt 
service crisis avoided . In this context, borrowing on IBRD terms should be 
restricted to an amo ·;t which would permit a gradual reduction of this 
type of debt. 

23. Last year's CPP recommended that the level of the Bank's net 
exposure!/ in India be reduced. It was decided during discussion of that 
CPP to mal·:e two further loans to ICICI and two loans to the private indus
trial s c:ctor over the five-year program. At the moment, there are no 
clear candidates to fill these latter slots, and only one has been left 
in the lending program. ICICI will need more funds than can be provided 
through IDRD if this policy is followed, and this problem is explored 
.below. (See the discussion of ICICI, another DFC and other industrial 
possibilities in paragraph 39 below·.) IBRD should continue to follmv a 
lending policy designed to sustain the decline in net exposure lvhich began 
in 1963. 

24. Net Transfer Position. Closely related to the question of 
further IBRD lending is IBRD Is position on future debt relief e..xercises 
for India. The position at this time in the Consortium is described in 
more detail below, but, in brief, the forthcoming debt and net aid study 
is e.A"Pected to lead to an agreement .for all Consortium members to increase 
net aid transfers to India. :t-1any country members of the Consortium have 
urged IBRD to reconsider its announced position not to participate in any 
future debt relief exercises. I.f it is not possible to contemplate further 
small amounts of debt relief, then some way nr.lSt be found to make the IDA 
program conform to any agreement to increase net aid flows. Since IDA 
funds to India are rationed by formula, an increase in IDA connnitments 
arising out of larger replenishments probably would not be acceptable. · 
The solution will probably have to be to adopt lending policies designed 
to speed up disbursement. In the absence of debt relief, the best alter
natives are increased program lending, or increased lending against 
expenditures in local currency - both of .vmich, like debt relief, are 
tantamoun t to providing free foreign exchange. 

25. Procurement. ~BRIYIDA operations m India continue to be 
complicated by diff icult policy issues. During the course of the last 
year, agreement finally was achieved on the question of equipment pro
curement. In IBRD/IDA projects, India novl submits most items to inter
national competitive bidding, with a level of preference for domestic 

1/ 
- Amounts disburs ed and still outstanding. 
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suppliers of 15 percent, but reserves some i terns for local suppliers so 
long as they do not constitute an unduly large percentage of the total 
project requi!"€lllent. This new arrangement has norked well in terms of 
negotiations for nmv projects although the results in practice remain t o 
be seen; nevertheless, it is less than completely satis~actor.y, since.it 
involves "reserved11 procurement. If higher levels of preference were 
possible, a bette-· solution would be to increase the percentage, taking 
into account all the elements of India's foreign exchange control regirr1e, 
and have no reserved items. 

26. This year, the focus of attention on international competitive 
bidding has not been removed, but rather shifted to civil works. This 
issue needs no summar.y here. It is sufficient to note that several projects 
in the FY72 lending program were included at ' a time when different assump
tions 'tvere made about IBRD/IDA policy on this matter, and lending for them 
now depends on the eventual resolution of this difficulty. Projects in 
next year's prograr.! which are obviously affected are the three irrigation 
projects not yet approved by Executive Directors and the second highways 
project. Others which may be affected are the Bihar marketing scheme, 
the agricultural universities project and even the family planning project. 
Together these account for some US$121 million out of the total gross IDA 
lending program, recommended in this paper, of US$629 million. Looldng 
further into the future, pr ospects of lending for education and tourism 
are darkened by this probl em. Given the declining trend of imports in 
India's development program, which can only be expected to continue, it 
will become increasingly more difficult to find large amounts of project 
financing with which the Bank group can be associated if it is unable to 
lend for civil 'tvorks. It is unlikely that GOI -vdll change its policy on 
this matter. If agreement on this issue is not reached, and particularly 
if this is combined -vdth either a restriction on the amount of program 
lending or on the quantity of local currency financing, the nature of 
IBRD/IDA lending to India would change drastica l ly from that recommended 
in this paper. It would be impossible to achieve the desired rapidity of 
disbursement, and the focus on agricultural lending would be jeopardized. 

27. Project Preparation. This continues to be another major 
difficulty impeding rapid development of a large lending program for 
projects in India. By now - with suitable e.xa.rnples from the past - GOI 
is a'tvare of the scope of proposals 1vhicl1 .we requir e, and the type of and 
extent of data needed for cert&in kinds of projects - e.g. irrigation, 
agricultural credit and even fertilizer plantso In even these cases we 
continue to encounter delays caused by protracted discussion between GO! 
and the States. Beyond t his, it remains true that project preparation of 
. the sort required by IBiill/IDA usually does not take place in India. This 
situation is very undesirable, but for the time being it must be accepted. 
For some time to come, when approaching new fields of activity, IBRD/IDA 
staff will have to invest a great deal of time and effort in preparing 
projects, at the same time helping to educate Indian personnel in prepa
ration techniques. Some Indi an authorities believe the staff over-designs 
and thus requires over-prepared projects. Some high level discussions on 
this point would help, but the fact is that many submissions are wholly 
inadequate and this must be reiterated to the Indian authorities and backed 
up by examples. · 
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~RD 'IDA Lending and the Sectors of the Economz 

28. Agriculture. The fluctuations in emphasis in the treatment of 
agriculture :in India's development plans are well knmm: vJhile the First 
Plan concentrated (albeit on a traditional basis) on agriculture, the 
Second and Third Plans gave pride of place to industrialization, and it 
was not until towards the end of the Third Plan and in the Fourth Pla."l 
that emphasis on agricultural development was re:introduced. At the time 
when IBRD/IDA again began to be active in project lending and to emphasize 
projects in agriculture, and after the food shortages of the middle 1960's, 
there was an understandable preoccupation with increased food production. 
This preoccupation within the Bank reflected GOI's ovm strategy. The 
results so far have been encouraging, and a degree of qualified self
sufficiency already seems to have been reached; but so long as India's 
agriculture is dependent upon the quality of the annual monsoon, this 
achievement remains a precarious one. In any case, "the living is not 
very good11 • 

29. Nevertheless, against this background, it is apparent that future 
lending programs in the agricultural sector should be aimed at a greater 
degreee of diversification of developmental effort. Such diversification 
could take many forms and it will not be easy to allocate priorities among 
them. It would be appropriate to include projects designed specifically 
to meet the needs of the vast majority of the rural poor in India who, 
largely, have remained untouched by earlier IBRD/IDA projects. It is not 
easy to design such projects, since most of the farmers in this category 
do not have security of land tenure, are more often than not only part
time subsistence farmers, and generally do not have the resources or 
potential to support the type of :investment -v;rhich might improve their 
agricultural practices and conditions. 

30. During the last 18 months agricultural credit projects have 
been launched in five States and three more are under consideration for 
FY72. Nearly all these projects contain special provisions (included 
only after considerable pressure from GOI and State governments) . for 
"smalleru farmers, but these cultivators have been carefully defmed to 
exclude those which cannot be considered viable and it is by no means 
certain at this stage precisely what types or what numbers of such 
farmers will fall within the parameters w:b~ch have been established. 
Careful attention lvill have to be paid, during supervision of existing 
agricultural credit projects to ensure that, insofar as is practicable, 
the parameters are successively broadened to embrace as many as is possi
ble witmn the standards of reasonably prudent banld.ng practices. But 
consideration must also be given to development of a project designed to 
reach farmers who will not qualify under the other projects. Such a 
scheme could possibly take the form of support to the Small Farmers' 
Development Agency in its efforts to subsidize investment costs for the 
less viable .{armers. Another possible avenue of investment (with almost 
unlimited potential) which could benefit the smaller farmers, lies in the 
field of short-term credit. 
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31. Another type of project which could extend IBRD/IDA activities 
into the sphere of small fanners is that of integrated "area development 11 

schemes. Two specific proposals have been presented for IDA consideratin. 
These are being studied; a response to GOI, as to how we see any further 
steps, is due. One of these proposals, for the development of Salandi, 
an irrigation project alreaqy financed by IDA, typifies the difficulties 
of develqping such areas. The main problem is to find a way to improve 
the use of the water from a dam already constructed, in an area where 
holdings are fragmented - many being as small as 0.12 of an acre. Tt.Jo
thirds of the farms in the Salandi area are less than 5 acres in size. 
The fact is that neither the GOI nor IDA knows exactly what the next 
steps should be. It is necessar.y to decide now whether or not to expend 
a considerable amount of staff time, possibly with the help of the IBRD/ 
FAO Cooperative Programme, to try to find out ho-v1 such ar·eas could better 
be developed. 

32. There are a number of other possible avenues of diversification 
of IBRD/IDA activity in agriculture: new seed projects, dryland fanning, 
forestry, dairying and livestock, small holder plantations, improvements 
in groundwater utilization, and control of major surface water flows -
in this respect, a tentative approach has been made by GOI concerning 
possible involvement in an overall study for development of the Narmada 
basin, on the assumption that inter-state t-rater rights disput es are near 
settlement. After recent reconnaissance inissions, progress has eeen made 
toward lending in new agro-industrial fields such as marketing and crop 
processing. These exemplify a problem, alluded to above, which will 
accompany a:ny effort to diversify our agricultural lending. Lending for 
irrigation and credit has not been without its problems, but very large 
amounts of money have been committed and some familiarity v1i th the problem 
has. developed. If IBRD/IDA goes into new fields, it will need to earmark 
substantial additional amounts of staff tDne. Project preparation within 
India in the agricultural sector needs considerable assistance, and ver.y 
much more additional staff time from within IBRD/IDA and from the Co
operative Programme will be required for the proper development of such 
projects. Project sizes will be smaller, and more manpower per dollar lent 
will be required. 

33· The question is, then: is it worth making this investment in 
staff time, or should the lending program concentrate on fast disbursing 
schemes for rapid transfer of large amounts - as in rail1-rays, telecorrimuni
cations, and program lending? In the light of the overwhelming importance 
of agriculture to the Indian economy as a wt.ole, and the necessity for 
India to take steps to help the rural poor, in the interests of both wel
fare and political stability, IBRD/IDA should continue to devote abo~t 
50 percent of available resources to lending in the agricultural sector, 
and sho'P.ld take a decision to make the effort required in order to parti
cipate in GOI 1 s efforts to broaden the base of agriculturalprosperity. 

34. The task of diversif ;y'ing the l~nding program in agriculture vdll 
be difficult; further it would not be practical to expect quick results 
in terms of project s which could result in lef1ding il"! two or even three 
years time althouhg one or t\vO projects might be developed rapidly. In 
this intervening period projects such as irrigation and credit- to v1hich 
we had devoted a great deal of staff time in the past - will continue to 
be the mains tay of our agricultural lm1ding. IndeedJ such projects should 
continue to play an irnportant role in our overall strategy. Still, the 
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time to take action and to allocate staff to the diversification 
problem is now. Over the next few weeks Agriculture Projects and South 
Asia Departments should cooperate to organize efforts in this field. It 
is a propitious time for a new round of talk~, on this subject, at the 
highest Governmental levels in New Delhi; in particular the National 
Commission on Agriculture (see paragraphs 3 and 4) should be consulted. 
Contacts with GOI can begin at the Annual meeting. Provided the Indian · 
officials are recepti vc, appropriate recormaissance nissions should be 
mounted during the next six months or so. 

35. Industry. The most recent economic report {paragraphs 10.37 
to 10.39) indicates that India continues to need large amounts of program 
lending. The economic case .for program lending for India is very strong; 
basically, the resource gap is very large, and the need for import of 
finished capital equipment is small. Our recornrnenda tion that more than 
half of new commitments of aid to Inda for FY72 should be non-project 
aid was accepted by the Consortium. At the June 1971 meeting several 
country members suppo~rted India's request that program lending be included 
in this year's IDA program on its own merits, and not as a residual item in 
case enough projects cannot be found. GOI expects a program credit to be 
in the lending plan for FY72 and in view of the economic case for it and 
our position in the Consortium itis difficult to see how it can be ex-

/ .-. I eluded this year or in the future. Annex 1 shmis program credits ibr FY72, .': ll'-"~' t . __ 

FY73, FY75 and FY77 but these are indicative only; program lending should Jt. '-) :, - ·· 

be recognized as a regular part of the lending program for India - with 
the exact amounts and timing tailored to meet desired IDA contributions 
to the net flow of resources as determined from time to time. 

36. If a program credit is to be made for FY72, decisions must be 
taken no\'l about the nature of the credit. There are good arguments for 
complementing the technique of support for "traditional" IDA sectors. It 
is est:Unated that perhaps $50 million··.per annuin could be used effectively 
to finance replenishment licenses for exporters of manufactured ·£oods. ~ 
This might be linked to simplification of the aruninistrative pro6edure~ so 
that exporters would get licenses more freely. It would make a very attrac
tive proposition in terms of widespread concern that India improve its 
export situation. If more lending is desired than can be absorbed by these 
exporters, one or two of the fastest disbursing of the 11traditional" IDA 
sectors should be selected. 

37. For some time, IBRD/IDA .direct lending in the industlial sector 
has been constrained by two factors :IBRD/IDA.' s reluctance (now overcome) 
to finance the public sector, and India's policy to constrain.expansion of 
economic power by large private industrial houses. On the latter point, 
the time probably has come to make a greater effort to see if GOI will allow 
several large-scale schemes with substantial private participation to be 
presented for IBRD/IDA consideration. Prospects for lending for the Kudremukh 
Iron Ore extraction and export project (about h·tlf private sector and half 
public) and the TataFertilizer project have been noted in the lendingproS3ram 
for some time • . A small combined mission from South Asia and Industrial 
Projects Departments should go to India early this fall to determine whether 
or not to continue to discuss these possibilities and to try to identify 
other lending possibilities in either the public or private sectors~ in
cluding further fertilizer man~facturing proposals. 
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38. A recent field of concentration has been in public sector 
fertilizer plants. A credit has been made for the Cochin plant in 
Kerala; an appraisal report for the Gorakhpur project is under consi
deration; and appraisal of the Nangal project has begun. Unfortunately, 
there are no further concrete prospects in view, although the Rajasthan 
Phospha.te Study, now being conducted by the Bank as executing agency for 
the UNDP, will undoubtedly lead to one project, and possibly t1v-o. The 
first stage would be for equipment and materials for mining and benefi
ciation. The second, a year or two ltter, 1-1ould be for a plant to pro
cess phosphate rock into a finished form of phosphateg 

39. Lending to ICICI has been a focus of our industrial attention 
for many years. ICICI has proved to be a most effective intermediary and 
we shall continue to support the institution. The Development Finance 
Companies Department estimates that through FY77 ICICI could use effec
tively some $200 million of foreign exchange, hm,;ever, and India 1 s debt 
problem and the IBRD exposure position argue against more t:b.an about $1 00 
million of tlus corning in the form of IBRD loans • Some time during the 
period ICICI should be shifted from IBRD to IDA lending. Even then, it is 
questionable whether IBRD/IDA together vdll be able to meet all of ICICI' s 
needs. This being the case, if industrial development in the private 
sector in India is not to suffer, ICICI raust find alternative sources of 
finance, and IBRD/IDA should do all it can to help ICICI develop other 
sources of funds. 

40. GOI has requested consideration of lending to other financial 
institutions in India, notably tb -: public sector Industrial Development 
Bank of India (IDBI). A suggestion that the State Financial Corporations 
(which lend to medium-sized industries in individual states) be supported 
through IDBI is under considerationo Even though there are other possible 
private DFC -type lending cha.nnels in India to be explored, the possibility 
of support to IDBI for its ordinary industrial lending should not be 
excluded. 

41 • A potential new· avenue of concentration :in the industrial field 
is that of small-scale industries. This sector is of great importance to 
the economy, especially in terms of employment. As a first step towards 
identifying projects sui table for IBRD/IDA support, a survey of selected 
small industries will be carried out with IBRD financing by the National 
Council for Applied Economic Research in India. This survey will be 
followed by a reconnaissance mission (tentatively scheduled for the end 
of 1 971 or early 1 972) which could lead to appraisals and Bank group 
assistance in FY73. 

42. Annex 1 includes as 'l.ndustr.r - unidentified" five projects vmich 
could be developed from the possibilities - . private sector, fertilizers 
including Rajasthan phosphates, ne1-1 DFC r s, and the small-scale sector -
discussed above. It also includes t-v1o IBRD loans and one IDA credit for 
ICICI. • 
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43. The IFC continues to pursue financing prospects in India. The 
investment committee recently agreed to consider a loan to the Great 
Eastern Shipping Company for the purchase of used ships - assistance 
which would co~lement possible IDA financing for ne-v; ships (see para
graph 46 below) • In addition there are a number of other industriaJ 
projects under consideration, including fertilizer plants. 

44. Transportation. Railways have traditionally been at the center 
of the Indian transport scene and of IBRD/IDA support to the transportation 
sector. Financial reverses suffered by the railways in recent years suggest 
the need for more attention to costing and rating considerations; in this 
context, recent rate increases are encouraging c An appraisal of an eleventh 
project in support of Indian rail-vmys has been completed. 

45. The Fourth Plan put relatively more emphasis on non-railway 
transport than the previous Plans; this also was a vtelcome development 
because emphasis on rail development~ combined with restrictive practices 
in the field of road transport, contributed to 1vhat is considered to be 
an unbalanced transportation system. Unfortunately, actual expe..."ldi tures 
on non-rail development have lagged during the first years of the Plan. 
The ability of IBRD/IDA to influence events in this field, especially in 
road development, is seriously thraatened by the dispute over international 
competitive bidding for civil vTorks. Should this issue be resolved it will 
be important to proceed as rapidly as possible vdth appraisal and approval 
of the .proposed second hightvays project. Large amounts of staff time, both 
:in IBRD/mA and m India, have been spent m preparing the project. It 
v1ould. be particularly unfortunate for our relations with India, given all 
of the time spent in discussing the procurement issue and in preparation, 
if after resolving the issues we were then to delay an appraisal because 
of staff constraints. This project should be kept in FY72 program until 
all prospect of a timely end to the procurement problem has vanished. 

46. One of the brighter spots in the lending program is the rapid 
development of a project in support of India r s program to acquire net.; ships • 
The first project, for international oil tankers and coastal products vessels, 
has been appraised and barring possible problems -vdth the economic r ate of 
return if freight rates continue to fall, there should be no problem about 
presentation to Executive Directors within this fiscal year. India 1s need 
for ships to transport her iron ore exports is of equally high importance 
and priority o Such ships, in addition to stimulating add.i tional exports, 
can be considerable foreign exchange earners in themselves. There are at 
present some questions ·about the scope of studies of the iron ore sector 
required before an appraisal. These questions should be settled, and the 
studies started, in order to finance a second shipping project at the 
earliest opportunity. If necessary, c:.n ore carrier shipping project should 
be given priority over .other projects in the FY72 lending program if it 
would be possible to make a second credit this yearo 

47. A consultant to the Transportation Projects Department on air 
transport submitted his report in June. The report. indicates very good 
investment possibilities for aircraft, and for mechanical equipment in the 
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ground facilities at various Indian airports, for both national and 
international travel. Such projects would have a high foreign exchange 
component and discussions should be held as soon as possible with GOI 
lv.ith a view to formulating precise projects for possible Bank group 
funding; it should be noted that a recent $10 million Canadian credit 
for this purpose may have preempted some possibilities. 

48. Power and Energy-. For the last few years, Bank/IDA lending 
to the power sector has been confined to projects for transmission and 
distribution systems, since GOI chose to rely on domestic firms for the 
production of capital equipment required for power generation. There has 
been a recent and welcome resurgence of interest in India 1s energy sector, 
both within IBRD/IDA and within GOI, partially caused by the fear of immi
nent pov1er sho .. :· t ages in some parts of India. Because of delays in com
pleting new plants, the Fourth Plan target of 23 million Kw by 1 97 3/74 
has now been revised downvmrd to 21 • 7 million Kw o Indian officials 
privately admit that even this target will probably not be achieved. 
Various measures to restrict demand are being utilized. It is an appro
priate time to rero::amine the possibility of a greater IDA involvement in 
power and energy. GOI, through a Fuel Policy Connnittee, has set up four 
specific studies : the first will establish primary e..'rlergy supply possibi
lities, estimate future energy demand at demand points by regions, and then 
attempt to calculate for each demand point a least cost mix of energy supply; 
the second will make demand projections for 10 to 15 years; the third will 
examine the relationship between prices and corwumption of different fuels; 
and the fourth will study shifts in fuel use which may result from techno
logical changes. The results of these studies should indicate areas where 
policy changes are needed and vlhere external aid agencies might be useful. 
An IDA consultant will visit India in the fall, nhen the results of the 
studies are expected, to review the work, to· look into pricing policies, 
and to assess the Bank 1s future role in the energy sector. In the meantime, 
the lending program includes a further credit to State Electricity Boards in 
FY72 for transmission and distribution and credits for as yet unidentified 
projects in succeeding years. GOI sources have hinted that IDA may soon 
be asked to consider a major po1ver plant to be constructed with completely 
external procurement. 

49. Telecommunications. At present India can only meet about two-
thirds of the effective demand for telecammun~cations services, with the 
telephone situation being particularly serious. Telecommunications expan
sion programs will continue to be a major element in development invest
ment, and to absorb large amounts of foreign exchange, at least through 
the Fifth Plan period. The lending program includes a large credit for 
this purpose for each of the next sever~l years. 

50. Human Resources. The recent economic report criticized uncon
trolled grot-Tth of higher education in India at the expense of pr:i.IT'.ary and 
secondary education. Paradoxically, the only project presently defined in 
the lending program is for univerzities. Nevertheless, this project, to 
support two State agricultural universities, is of extremely high priority. 
The institutions being supported are of the type which in States like 
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Punjab and Uttar Pradesh, has played an extremely vital role in foster:ing 
the green revolution, in providing highly qualified graduates for work in 
all spheres of agricultural activity, and in the definition of development 
projects. A second such project, to support t'tv-o more State level agricul
tural universities,can readily be developed to fiL1 the second education 
project slot in the lending program. 

51. In the field of population control, the preliminar,y census results 
for 1971 shm-1 a heartening trend :in t he rate of gr owth of population. This 
rate, expected to be as high as 2.5 percent per annum, proved to be nearer 
2.25 percent. The census reports, however, should not lead to premature 
optimism about the family planning program. One vievJPoint is that the 
mortality rate, especially for infants, did not drop as fast as estimated 
and that this accounts for the lower t han expected rate of gr owth. IDA's 
first family planning project in India is now defined and partially appraised. 
GOI proposed a nutrition component to be added to the project as originally 
c~ncei ved. This may provide the Bank group 1!Ji th its first opportunity to 
gain experience in the nutrition field. 

52. In the gener.al field of urban development, some beginnings have 
been made towards Bank/IDA involvement in the plans for major cities in 
India. The report of a missi on which visited Bombay has been submitted to 
the Indian authorities and comments are avJaited. The urban development 
plans of Madras are no'tv under review. In the meantime, projects in this 
general field are being considered, with as much regard as possible being 
given to their position in a well-balanced urban development plan. The 
census has demonstrated the increasing movement of population from rural 
to urban areas. Cities like Bombay are gro'tdng f aster than the national 
average, and it is clear that urban areas will require increased levels 
of investment in public utili ties • After Hha t is surely one of the longest 
and most frustrating project development efforts in IBRD/IDA histor,y, it 
seems that the proposed Bombay ·Hater supply ·and sewerage project, which 
it is hoped will be only the first staee in IDA investment in the city's 
utilities, may actually come to fruition during the current fiscal year. 
Also under consideration is a possible pro~ect in ~mdras. No discussion 
or urban development in India can avoid mentioning the problem of Calcutta. 
GOI has talked vaguely for t't-Io or three years about vmnting to launch a 
massive effort to save Calcutta, backed by 3ll international consortium 
which might include the East Bloc countries. As yet this scheme has taken 
no definite shape, and although IBRD/IDA 1s interest in participat:ing has 
been indicated to GOI, it is impossible to do much more at this stage until 
GOI decides what it wants to do and v1hat role it 'tdshes IBRD/IDA to take. 
The New Delhi Office intends to hold discussions in India in the next few 
months to discuss with other interested donors possible ways of approaching 
the problem. 

53. Tourism. India has a wide variety of natural, historic, and 
cultural riches which are potential assets in the field of international 
tourism. De~elopment of this potential which could generate significant 
additional foreign exchange earnings, i s constrained by: (a) the distance 
from the major tourist-generating markets of Europe, Japan and North 
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PJnerica; and (b) the lack of infrastructure and accommodation suitable for 
a major increase in international tourist traffic. 

54. The Tourism Projects Department will send a reconnaissance mission 
to India during FY72 with a vie1v to developing ttrro projects for financing 
in FY74 and FY76. 

55. Exports. During the last year the India Division studied export 
prospects of prima.ry and industrial products at some length. The main con
clusion reached was that future expor t grovnh would largely be determined 
by the rate of growth of exports of industrial products as opposed to 
traditional exports; this is partly the reason for the proposal mentioned 
above to include in a program credit the financ:ing of replenishment import 
licenses given to manui'acturers against their exports of engineering goods. 
This could help initiate a dialogue with GOI on two issues: rapid provision 
of such licenses and other incentives to exporters; and revision of the 
replenishment scheme to orient it more towards exports than import substi
tution. 

56. Although primary and quasi-prima~J exports are expected to in-
crease only marginally, there are good prospects for IDA projects which 
could improve the situation. One of these is in cashew nut production. 
India now exports about $80 million of processed cashews per year, but 
two-thirds of the supply of raw cashewr is imported from East Africa, where 
conn tries are developing their o-vm proct:ssing units. India in future will 
have to rely more and more on local production, which, therefore, needs to 
be substantially increased. T1vo years ago, GOI submitted a proposal to the 
Bank which was rejected because it was ill-prepared and there was no 
adequate institutional framework for cashew production. GOI is still 
interested in developing a cashew project. Because of the importance of 
exports, IDA should devote the necessary staff time to preparation of a 
suitable project. Exploration of this possibility should be included in 
the terms of reference of one of the two agricultural reconnaissance 
missions recommended above. 

57. Economic 1-Jork Program. It is not possible to separate an 
economic work program from the large range of Bank/IDA activities, if by 
such a program is meant the scope of work designed to increase both our 
knowledge about the economy and where it is, or should be, going and about 
how to apply this knowledge to lending operations. Thus, in addition to 
specific research projects or fact-fli1ding missions, many of our activities 
related to projects, and in the Consortium, are really part of our program -
the Delhi Office, too, is continuously gathering information. 

58. The unusual length of this year's economic report gave rise to 
concern in some quarters. The subject of economic reports is currently 
under general internal discussion but it is perhaps worth noting that 
Consortium members expressed considerable appreciationforthis year's 
report at the Paris meeting in June., commending in particu.L:l.r the inclu-
sion of an extended treatment of "human re"sources~1 - population, family 
planning, health, nutrition, education, employment and income distribution. 
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Apart from this report, the major project :in the past year has been a 
sunnnary of India's export prospects in a number of fields. The most 
important proposed work of a general economic nature is the debt and aid 
study described below in the section dealing with the Consortium. 

59. In agriculture, a broad range of activities is underway. 
Recentl~ completed is a s tudy of effective demand for fertilizers in 
India.lt Further unders tanding of this and several other problems will be 
provided by the study of high yielding varieties, cornm:· .ssioned from the 
Australian National University, wit h a first r eport expected shortly. 
The state of knowledge on fertilizers is still unsatisfactor.1, however, 
and further studies are contemplated to examine in detail the determinants 
of demand. The crop-weather relationships study plows on; its objectives 
is to assist a large range of activities where improved statistics on crops 
and weather are needed, including design of cropping patterns, crop fore
casts and evaluation of agricul~ural programs. The work, carried out in 
conjunction with GOI, is going well, and some reports have already appeared. 

60. Concern about the relationship of farm mechanization and rural 
employment has led to initiation of studies in India on which work should 
start shortly at the Institute of Management (Ahmedabad) and the Punjab 
Agricul tural University (Ludhiana). A committee to oversee the studies 
has been established by the Ministr.y of Agriculture and IDA is represented. 
The nature of this problem will change over time, and care will be needed 
to ensure that the answers are not obsolescent by the time the studies are 
completed. The recent assignment of an additional staff member to the 
Ne1-J" DeThi Office with responsibi lities to cover this and other proble.ms 
in the field of human resources will be a great help to work in this 
area - not least by assisting in the development of projects in line with 
the Government's new emphasis on employment, and on development which 
benefits the "poorer sections". 

61 • The main IBRD/IDA study of industry, a survey of manufacturing 
industries, 'tfas completed 18 months ago. It was a very thorough review of 
industrial performance, policies and statistics. Since then, the New Delhi 
Office has kept watch on the various changes which have· occured in indus
trial policy and has reflected these in economic reports • The 1 969 study 
listed a number of future subjects of enquiry, the first being industrial 
exports (referred to above). Another subject - the small-scale sector -
was selected for study in ·vie1-J" both of its importance to the economy, the 
lack of information about it and its potential as a sector for Bank group 
lending (see paragraph 41 above). 

62. A further mission, on industrial policy, to look particularly at 
the question of controls, has been suggested to GOI. This is a sensitive 
subject, and GOI, in the process of post-election reorganization, has not 
been able to give an answer. The 1 969 survey, frequent connnents in econo
mic reports, and discussions 1d th GOI, have drawn attention to the generally 

Y By Dorris Brown (Agriculture Projects) and vl. R. Donde (GOI), issued as 
a 't-Jorking paper dated May 1 971 • 
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poor quality and lateness of industrial statistics and, perhaps most 
particularly, private investment data - unfortunately, all with little, 
if' any, result. 

63. In the field of population, the report is awaited shortly of a 
recent mission surve~.t.D.g the state of fertility research :in India. More 
generally, involvement in the family planL:ing project, directly and indi
rectly, should be the source of a good deal of information on India's 
population problem and the family planning program. The family planning 1/ 
project should also be a source of knowledge and experience about nutrition. 

64. The Consortium. The main interest of the Consortium this year 
has been the futt.;_"e of aid to India, and India 1 s indebtedness. Non- food net 
aid declined from about $800 million in 1966/67 to abov.t $300 million in 
1970/71 as a result bo-th of declining gross dishursements (about $850 
million) in 1970/'/1 and rising debt service payments ($550 million). Food 
~id was about $1 20 million in 1970/71 • At a working party meeting in 
April 1971, it -v:ras agreed that the debt rescheduling exercice should be 
prolonged for an additional year. It was also announced that IBRD/IDA 
-v;ould be malting proposals for a broad study of debt and aid. 

65. These proponals, approved in principle at the June pler~ry 
session, are for a debt and aid study whi ch vJill be carried out in three 
principal parts: (a) estimates by sector and by type of .aid (project, 
non-project, and local currency finance), of India's aid absorption possi
bilities; these 1v.Lll be made by GOI under guidelines (including realistic 
aid assumptions) discussed -vdth IBRD/IDA; (b) projections of India 1 s debt 
situation under varying assumptions about future aid; and (c) the situation 
of the donors. Parts (b) and (c) will be carried out by IBRD/IDA, with the 
aim of discovering what India 1 s problems are likely to be from the aid and 
debt point of view, and what scope there is . among the donors for improved 
performance to meet these problems. 

66. At the June meeting, the main points made in discussion were: 
that the study should exam:ine suppliers 1 credits, private capital flows, 
and non-Consortium debt and aid; that the study should concentrate mainly 
on debt problems; that any proposed contribution to solving these problems 
should be equitable as between the donors; and (a plea made by several 
donors) that the IBRD/IDA net aid position should in general be considered 
a matter for examination in the study, and that in particular the question 
of IBRD participation in debt relief should be reopened. 

67. The prospects for the study are difficult to gauge. Some donors 
will undoubtedly be willing to improve their aid to India, and indeed some 
would do so even in the absence of the study$ Perhaps the major doubt 
attaches to the US contribution. But a number of other donors might also 
be described as somewhat doubtful starters. Some, -v1ho have been opposed 
to debt relief in the past, could rr~ke acceptable increases in net aid 

' 

Y Included as .Annex 5 is a list of studies relevant to India in progress 
in the Barti(, but not the responsibility of South Asia Department. 



- 19 -

only by contemplating debt relief. Nevertheless, 1-1e ax:pect some headway 
to be made, particularly on terms and c oo.di tions of aid. One highly 
encottraging development has been the attit~de of GOI, who not only 
expressed themselves as favorably disposed towards additional aid (in 
contrast to numerous published and 'Wlpublished statements in the recent 
past) but volunteered full cooperation v-Jith their part of the study. · 
Without a fairly positive international response to this study, the 
function of the Consortium will be called in question. The flow· of net 
aid has approached an unwarran~ low levelo 

68. The debt and aid study w.i..ll take up a good deal of staff time 
for the next few months.!/ It should probably signal a return to the 
tradition of greater attention to Consortium matters, which in the last 
year or two has dwindled to a flurry of activity :i.mrnedia tely surrounding 
the main annual meeting. Some sar..Lllg of time might be achieved by dis
continuing the Quarterly Report on the Utilization of Aid, which could be 
handled . on a semi-annual basis. 

69. The New Delhi Office. The Delhi Office continues to render 
invaluable assistance in maintaining a continuous flow of economic infor
mation from India, besides preparing the economic report and furthering 
the Bank 1 s operational in·',erests. Within the next year or so there will 
be a considerable turnover in the Delhi Office staff, and the question 
arises of whether there should be a change of emphasis in the Office's 
work. This should no1-v acquire a stronger operational bias. The next 
Resident Representative should be a Bank staff member whose main experience 
has been in operational matters, preferably a loan officer, and other staff 
members should devote more time to operational matterso The Deputy 
Representative should be an economist equivalent :Ln. status to a Senior 
Econozrti.st in an area department - someone, that is, who could be resp~n
sible for economic reports and hold discussions of economic issues with 
the Goven1ment. Overall supervision of the lending program 1-muld, of 
course, remain the responsibility of South Asia Department personnel in 
Washington. 

Summary of Lending Program and Principle Recomrnenda tions 

10. Gross and Net Lending Programs for FIJ2. The gross IDA lending 
program recommended in this paper for FY72 is $b29 million, including a 
$7.5 million program credit. At first glance this seems high 't-Jhen compared 
to the lending target of $375 million; however, experience indicates that 
there is a high degree of slippa ge in the India lending program. One 
obvious reason for this is the fact that difficult policy issues seem to 
arise first in the Indian context. A comparison with the state of affairs 
at this time last year is rewarding. In July 1971, there were 13 projects 
in the lending program for FY7l. Of these, only 6 lvere rated as "high 
probabili tyn and accounted for $186 million (or 76 percent) of the lenc:ling 
target of $275 million. Five of these, and one project which was rated 
11medium probability", eventually accounted for the total lending of $243·4 
million. Work on the seven projects which did not result m lending last 

Y'rhe South Asia Department Will in fact work :in conjunction with the 
Economic Program Department on the study • . 
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fiscal year was not wasted effort, however; all of these projects 
have "slipped" into the lending program for this year. 

71. At this time, 8 of the 20 projects (not including the program 
credit) in the gross lending program for FY72 are given "high probability" 
La probability rating of 5) and they account for $280 million out of 
the lending target of $375 million, or the same percentage, 75, as at 
this time last year. Including a program credit would bring the "high 
probability" total up to $355 million. 

72. financing of expend.i tures in local currency is estimated at 
about 50 percent of the gross lending program, but only about 30 percent 
of the "high probability" projects. The primary reason for this is the 
low probability accorded to projects where international bidding for 
civil works is an issue. Such projects would havt.. a high local currency 
component whether contracts were won by foreign or domestic bidders. 

73. Conclusions and Principal Recommendati~ The Indian economy 
has performed reasonably 1>1ell in the recent past, but both GOI and IBRD/ 
IDA are concerned about the lagging rate of investment which is a major 
restraint of future growth in the economy as a whole. The fiscal and 
savings efforts of GOI have been good, and the declining level of net 
aid is the trend that most needs to be overcome. The IBRD/IDA lending 
program should be designed to effect a more rapid transfer of resources 
to India. At the same time, the program should include elements in support 
of India's efforts to achieve a wider distribution of the benefits of 
growth - through projects concerned vlith the rural poor and in other 
''human resources" fields. Such projects, especially in the field of 
agriculture, will be hard to develop, probably will be smallish in size 
and require more staff time per dollar lent, and may even be relatively 
slow disbursing. Nevertheless, their importance to India's development 
is such that IBRD/IDA should be involved. Tl;lese t'tvo principles of lending 
are somewhat in conflict with each other. Both are important to the 
lending program but the pr ecise balance bet~veen them is an open question. 
Thus, the t1..ro principal recommendations of tJlis paper requiring managemant 
decis~on are 

(i) in order to increase IBRD/IDA's ability to contribute 
to the rapid transfer of resources to India, program credits 
should be recognized as an integral and regular part of the 
lending program; 

(ii) increased amounts of staff time should be eannarked 
for project development and preparation work, as necessar,y 
to ensure IBRD/IDA participation in schemes designed to 
assist the rural poor and in other priority fields. 

South Asia D~partment 
August 6, 1971 
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Pooula tion : 547 m. ~ 

Per cap. GNP: $98 
INDIA - ACTUAL .I.."'D l'!!OPOOED U:NDINJ TlllUJUjH n 1977 
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Andhra Pradesh 
Agricul. Credit 
III!. 226 
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'lranamission 
II». 242 

Har:yana 
Agricul. Credit 
III!. 249 

T&lldl Nadu 
.lgricul. Credit 
IDA .250 

AJIOuntr 
- Original 
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9123169 
9/24169 

111 Ll69 

21 )/70 
21 9/70 
7129/70 

L/21/70 
Ll24/70 
5127/70 

51 5/10 
61 )/10 
9/14/70 

61 2/70 
61 )/70 
6131/70 

6111170 
6124170 
91 4/10 

12115170 
11 6171 
5110/71 

10120/70 
1128171 
5125/71 

4/27/71 
51 J/71 
6/25171 

4127/71 
51 3171 
7129/71 

61 1/71 
6111171 

N.E. 

61 1/71 
6111171 

N.E. 

INDIA: CUMULAIIVE ESTIMAIED AND ACTUAL DISBlRS~ENTS ON EXISTDll LOANS AND CREDITS 

($ lldllions) 

Cl.osirc 
....!!!!:!...._ 

Origr 1131167 

!leTt 6130/74 
Actr 

Orig I 61)0/70 

lev• 6130/72 
Actr 

0rig I 12131/72 

Revr 
Act: 

Orig' 121)1/71 

Rev: 
Act: 

Or.Lgl 12131/74 

Revr 
Act& 

Orig I 121)1/72 

Rev: 
Actr 

Orig: 12131 /72 

Rev& 
Act• 

Orig I 6130171 

Rev: 
Act: 

Orig I 9130176 

Rev: 
Act: 

Orig I 6130171 

Rev: 12131/71 
Act: 

Orig: 61301711 

Rev: 
Act: 

Orig: 91301111 

Rev: 
Act: 

Orig: i 2131/72 

Rev: 
Act: 

Orig: 6130/74 
Rev: 
Act: 

Orig: 12131174 
Rev: 
Act: 

Orig: 12131174 
Rev: 
Act: 

Orig: 9130/75 
Rev: 
Act: 

Orig: 3131 17S 
Rev: 
Act: 

Orig: 12131174 
Rev: 
Act: 

Fore cut n•n 
~ 

91~7o<r1r•t> 17.2 n:4 n:s 11:6 11.1 11.9 16:o• 

II,A, 
9IJ0/70(t1ret) 

N.J.. 
9IJOI70(t1rat) 
3/29/71 

II,A, 
9IJOI70(t1ret) 

B.A. 
91J0/70(!1rat) 

N.J., 
9IJ0/70(t1ret) 
3130171 

B.A. 
91JOI70(t1rst) 
3130/71 

N.J.. 
9IJOI70(!1ret) 

N,A, 
9130I70(f1rst) 

II .A, 
9130170( first) 

N.J., 
9IJ0/70(first) 

N.A. 
9130/70(rirst) 

N.A. 
9130I70(first) 

1211/70 

1017170 

3130171 

21 1/71 

5113171 

5/14171 

1.11 2.8 5.9 10.0 12.) 1).3 15.3 16.5 

)6,,.. 

1.2 6.5 15.1 2$.9 36.5 43.2 

17.0 18.0 19,0 20,0 21.0 23.0 
15.5 16.5 17.0 18.0 19.0 22,0 23,0 

8.7 10.2 12.1 1),8 

16.5 19.5 22.$ 25,0 

7.8 15.5 

4.o 4.o 4.4 4.9 s.o 6.9 8.4 9:o• 

2.1 

25.5 27.5 
2).6 27.5 

9.2 19.6 

2.5 8.5 14.5 21.5 27.5 
4.4 11,0 ?.0,1 24.7 27 .s 

41 .o 49.0 ss.o 

10.4 36.8 

5.7 8.1 10.,1 13.6 16,0 26.5 32.7 35,0 

1.6 

15.0 

.4 40.9 

J,O s.o 7,0 9.0 12.0 24.o 3S.o 

6.o 6.o 11.c• 14,o 1.1.0 21.0 37.0 4o.o 

B.S 

4.6 6.9 9.f 1).4 11.4 27.5 

1,6 3.~ 5.6 7.6 16.4 24.4 

.4 1,2 1.6 3.8 6.0 

.2 1.2 6.3 12.1 so.6 78.o 

2,0 5.0 20.0 53.0 75.0 

.8 1.6 2.4 7.7 17.0 24.3* 

.5 1.7 14.3 29.1 35.0 



Project & No. 

'lhird Iron It 
Steel Project 
IB!ID 307 

Sirlh ICICI 
Project 
liiRD 1.11. 

Beas Equipment 
Project 
IDt.. 69 

Seventh ICICI 
Project 
IIIRD S1S 

Tarai Seeds 
Projsct 
IIIRD 611. 

Third TelecOfti!Urli• 

~i~s~oject 

'l'hird Teleco:mnmi
cations Project 
IBRD 61 S 

Tenth Railway 
Project. 
Illl 162 

Ita dana 
lrrigatio11 
Illl 176 

Sixth Industrial 
lllports 
II». 182 

Oujarat Agricul
tural Project 
II». 191 

Eighth ICICI 
Project 
liiRD 663 

Punjab Agricul
tural Project 
II». 203 

Andhra Pradesh 
Agricul. Credit 
IDA 226 

Agricultural 
Aviation 
Illl 230 

Fourth Telecom
munications 
II». 21.1 

Second Power 
Transmission 
IDI. 21.2 

Haryana 
J.gricul. Credit 
Int. 21.9 

Tamil Nadu 
Agricul. Crodit 
IDA 250 

Allaunta 
-Original 
- Cancelled 
- llet 

19.S 

so.o 
.2 

1!9.8 

2).0 

25.0 

1).0 

27.5 

27.5 

ss.o 

3$.0 

75.0 

)$,0 

l.o.o 

27.5 

21..4 

6.0 

78.0 

75.0 

2$.0 

)$.0 

* Balance indeterminate. 

!/Jointly with Loan 615 Dl. 

Date a 
-Approved 
- Sisned 
~"!! 

12/21/61 
12/22/61 
9/17/63 

5'/27165 
5/26/65 
6/20/65 

6/28/66 
6/29/66 

10/31/66 

9/12/67 
9/19/67 

11/14/67 

6/10/69 
6/18/69 
9/12/69 

6/17/69 
6/16/69 
7/14/69 

6/17/69 
6/18/69 
7/14/69 

9/23/69 
9/24/69 

• 11/ 4/69 

2/ 3/70 
2/ 9/70 
7/29/70 

4/21/70 
li/24/70 
S/27/70 

51 5110 
6/ 3/70 
9/14/70 

6/ 2i70 
6/ 3/70 
8/31/70 

6/11/70 
6/24/70 
91 4/70 

12115/70 
1/ 8/71 
S/1 o/71 

10/20/70 
1/28/71 
S/25/71 

li/27/71 
S/ 3/71 
6/2S/71 

1./27/71 
51 3/71 
7/29/71 

6/1/71 
6/11/71 

JI.E. 

6/ 1/71 
6/11/71 

II.E. 

lNDIAt CUMULATIVE ESTIMATED AND ACTI!AL DISBlRSEMENTS ON EXISTIIIJ LOANS AND CREDITS 

($ llilliona) 

Clos~ 

~ 

Orig1 1/31/67 

Rna 6/30/71. 
J.ct1 

Orig I 6/30/70 

Rev1 6/30/72 
J.ct1 

Origt 12/31/72 

Rev: 
J.ct1 

Orig I 1 2/31/71 

Rev1 
J.ct1 

Orig1 12/)1/71. 

Rev1 
J.ct1 

Orig: 12/31 i72 

Rev a 
J.ct1 

Orig: 12/31/72 

Rev1 
.lct1 

0rig I 6/30/71 

Rev: 
J.ct1 

Orig: 9/30/76 

Rev: 
J.et: 

Orig I 6/30/71 

Rev: 12/31/71 
J.ct: 

Origt 6/30/74 

Rev: 
Act: 

Orig: 9/)0/74 

Rev: 
.let: 

Orig : 12/)1 /72 

Rev: 
J.ct: 

Orilll 6/)0/74 
Rev: 
Act: 

Orig: 12/31/74 
Rev: 
Act: 

Orig: 12/31/i4 
Rev: 
Act: 

Orig: 9/30/75 
Rev: 
Act: 

Orig: 3/31/75 
Rev1 
Act: 

Orig: 12/31/74 
Rev: 
Act: 

Fore cut .FY172 

~ 

9/~cf;?o<nrat) 17.2 11:4 n:5 11:6 17.7 11.9 16:o• 

N.A, 
9/30/70(1'1rst) 

M.A. 
9/)0/70(1'1rat) 
3/29/71 

JI.A. 
9/30/70(1'1rst) 

H • .l. 
9/30/70{!1rst) 

II .A. 
9/30/70(1'1rst) 
3/30/71 

II.A. 
9/)0/70(!1rst) 
3/30/71 

II .A. 
9/30/70(1'1rst) 

II .A. 
9/)0/70(first) 

II.A. 
9/30/70(first) 

JI , A. 
9/30/?0(!irst) 

II.A. 
9/30/?0(!irst) 

N.A. 
9/30/?0(first) 

12/1/70 

10/7/70 

3/)0/71 

2/1/71 

S/13/ 71 

S/14/71 

1.4 2.6 5.9 10.0 12.3 1).) 15.3 16.5 

)6.$* 

1.2 6.5 15.1 25.9 )6.5 4).2 

$.4 

17.0 16.0 19.0 20.0 21.0 2).0 
15.5 16.5 17.0 16.0 19.0 22,0 2).0 

6.7 10.2 12.1 1).6 

16.5 19.5 22.S 25.0 

7.6 15'.5 

2.1 

2$.5' 27.5 
2).6 27.5 

9.2 19.6 

.1 

2.$ 6.5 14.5 21.5 27.5 
4.4 11.0 ?.il.1 24.7 27.5 

41.0 49.0 5$.0 

10.4 )6.6 

5,7 6.1 10.,! 1).6 16.0 26.$ 32.7 35.0 

1.6 

7$.0 

.4 40.9 

).0 s.o 7.0 9.0 12.0 24.0 35.0 

6.o 8.o 11.o 14.o n.o 21.0 37.0 4o. o 

8.5 

4.6 6.9 9.e. u.4 17.4 n.s 

1.6 3.c 5.6 1.6 16.4 24.4 

.4 1.2 1.6 3.8 6.0 

.2 1.2 6.3 12.1 so.6 78.o 

· 2.0 s.o 20.0 53.0 75, 0 

.8 1.6 2.4 7.7 17.0 24. 3* 

.s 1.7 14.3 29.1 35.0 



Project &. No, 

'lhird Iron &. 
Steel Project 
IBilD 3Cf7 

&1rlh ICICI 
Project 
DI!D 414 

Beaa Equipment 
Project 
lDl 89 

Seventh ICICI 
Project 
IBRD 515 

Tarai Seeds 
Project 
IBRD 614 

!bird TeleCOIIIIIllli
cations. i}'oject 
lDl 15)1/ 

!bird Teleco:lllllllli
cations Project 
IBRD 615 

Tenth Raihtay 
Project 
lDl 162 

ladana 
Irrigation 
IIll 176 

Sixth Industrial 
laporte 
II». 182 

Oujarat Agricul.
tural Project 
IDA. 191 

!Ughth ICICI 
Project 
IBRD 683 

Punjab Agricul
tural Project 
IDA. 20) 

Andhra Pradesh 
Agricul, Credit 
IDA. 226 

Agricultural 
ATiation 
Jill 230 

Fourth Telecom-
111\lnications 
IDA_ 241 

Second Pover 
Transmission 
IDA 242 

Haryana 
Agricul, Credit 
IDA. 249 

T&llil Nadu 
Agricul, Credit 
IDA 250 

.bloanta 
- Ori&inal 
- Cancelled 
.:...!!1_ 

19.S 

so.o 
,2 

49.8 

2),0 

25.0 

1),0 

27.S 

27.5 

ss.o 

JS,o 

7S.o 

JS.o 

40.0 

6.0 

78.0 

75.0 

25.0 

3S.o 

* Balance indoterminate, 

!/Jointly with Loan 615 IN. 

Dates 
-Approved 
- Signed 
~!! 

12121161 
12122161 
9/17/63 

S/27165 
5126165 
8/20/65 

6128166 
6129166 

10131166 

9/12167 
9119167 

11114/67 

6110/69 
6/18169 
9/12/69 

6/17169 
6116169 
7114/69 

6117/69 
6/16169 
7/14169 

9/2)/69 
9/24/69 

11/ 4/69 

2/ )/70 
2/ 9/70 
7/29/70 

4/21/70 
4/24/70 
S/27/70 

51 S/70 
6/ 3/70 
9/14/70 

6/ 2/70 
61 )/70 
8/31/70 

6111/70 
6/24/70 
91 4/70 

12/15170 
1/ 8/71 
5/10/71 

10120/70 
1128171 
S/25171 

4/27/71 
51 3/71 
6125171 

4/27/71 
51 )/71 
7129/71 

61 1171 
6111171 

N.E. 

61 1171 
6/11/71 

N.E. 

INDIA 1 CUMULATIVE ESTD!Al'ED AND AC'I'UAL DISB\J!SD!ENTS ON EXISTII«l LOANS AND CREDITS 

($ Jdllions) 

Closi~ 

~ 

Origl 1131167 

Revs 6130174 
Acta 

Orig I 6130/70 

Rava 6130172 
Acta 

Orig I 1 2 IJ1 /72 

Revs 
Acta 

Orig I 12131/71 

Revs 
Acta 

Orlgl 12131/74 

Revs 
Acta 

Origl 12131/72 

Revs 
Acta 

Orig: 12131/72 

Rava 
Acta 

Orig I 6130/71 

Revs 
Acta 

Orig: 9130176 

Rav: 
Acta 

Origl 6130/71 

Rev: 121)1/71 
Act: 

Orig I 6130174 

Rav: 
Act: 

Orig I 9130174 

Revs 
Act: 

Orig I 12131 /72 

Rev: 
Act: 

Orig: 6130/74 
Revs 
Act: 

Orig 1 12131/74 
Rev: 
Acts 

Orig: 12131174 
Revs 
Acts 

Orig: 9130/75 
Revs 
Acts 

Orig: 3131 115 
Rev: · 
Act: 

Origs 12131174 
Rev: 
Act: 

9l~o'no(rir•t> 11.2 n:4 n:5 n:6 17.7 11.9 16:o• 

JI,A, . 
9l30/70(firat) 

JI,A, 
9130/70(tirst) 
3/29/71 

II .A, 
91JOI70(firat) 

Jf,A, 
9IJ0/70(firat) 

Jf,A. 
91J0/70(firat) 
3130171 

II .A, 
9/30/70(firat) 
3/30/71 

N.J., 
9130/70(firat) 

N.J., 
9IJ0/70(first) 

N.J., 
91JOI70(rirat) 

lf,A, 
9IJOI70(first) 

II.A. 
9/)0I70(first) 

N,A. 
9IJOI70(first) 

1211/70 

1017/70 

3/30171 

21 1/71 

5113/71 

5/14/71 

1.4 2,6 S.9 10.0 12,3 13.3 1$.3 16.5 

)6,5* 

1 .2 6,S 1$.1 2S. 9 J6,S 43.2 

. . 

17.0 16.0 19.0 20,0 21,0 23.0 
1S.S 16.S n.o 18.o 19.0 22.0 23.0 

5.4 8.7 10,2 12.1 1),8 

-· 

16.S 19,5 22,5 25,0 

7.8 15.5 

4.o 4.o 4.4 h.9 s.o 6.9 8.4 9:o• 

2.1 

2S.S 27 .S 
2).6 27.5 

9.2 19.6 

.7 

2.S 8.5 14.S 21.5 27.5 
4.4 11,0 20,1 24.7 27.S 

41.0 49.0 ss.o 

10,4 38.8 

5. 7 8.1 10,,? 1).6 16.0 26.5 )2. 7 )5.0 

1.6 

15.0 

.4 40.9 

3.0 5.o 1.o 9.o 12.o 2u.o 35.o 

6.o 8.o 11.0 14,o n.o 21.0 37.0 uo. o 

8,5 

4.6 6.9 9.f 1).4 17.4 27.5 

1.6 J.t 5.6 1.6 16.4 2u.4 

.4 1.2 1.6 ).8 6,0 

.2 1.2 6.) 12.1 50.6 78.0 

2.0 5,0 20.0 53.0 75.o 

.8 1.6 2.4 1.1 n.o 24 .3* 

.S 1,7 14,3 29.1 35.0 



Annex 5 

STUDIES AFFECTING INDIA EDONO!UC WORK PROGRAM 
BEING CONDUCTED BY arHER DEPARTMENTS 

Agricultural Mechanization: Appraisal, 
Impact of IBRD Tractor Loans 

Agricultural Taxation; Employment and 
Fiscal Policy 

Agriculture: Appraisal, Irrigation Loan 

Capital - Labor Substitution and 
Employment Implications 

Household Saving Study 

Income Distribution, Employment 
and Growth 

Projection Model 

Stuqy of Use of Single Lane Roads 

Urbanization: Optimal Size of Calcutta 

C - Completed 
· 00 - On-Going 

P -Planned 

Dept. 

DJDAR 

EPDDF 

DJDAR 

DRC 

EPDDF 

DRC 

EPDCA 

FCDTP 

ECDRB 

Status 

00 

c 

OG 

OG 

OG 

p 

OG 

OG 

c 



Naticna1 Inco;r.e A~co~mt:~ 

Annex) 

INDIA: LONG-Tm'i PUBLIC DEBT PROJECTIO!i!/ 

(Indian Fiscal Years Ending ~ch )I; US $ Klllior.s) 

fl~7 rr68 rn9 ~ ~ rrn ~ ~ ms ~ m7 me ~ n8o ~ n82 ~ n84 ~ 

o:IP at 1-!:u-ket Pr!.ce~/ )6,265 43,000 43,632 47,496 53,387 56,626 59,742 6),028 66,495 70,152 74,045 76,,192 82,610 87,)19 92,)39 97,695 103,411 109,512 116,026 . 
Plus: ll<:t Factor Pa~T-~ents 252 26!' 265 272 289 261 28) 291 )0) )1 J )26 343 355 369 )84 405 426 447 467 j 
E.;uals : Cross Dor.lestic Product 36,517 4J,26u 43,897 47,770 53,676 56,)46 59,459 62,7)6 66,495 69,8 )8 73,719 77,849 82,255 66,950 91,955 97, 290 102,985 ' 109,065 115,560 1 
Co:-~su:notion )0,241 36,322 )6, 8)0 )9,601 44, !.97 46,9/ili 49,282 51,7h1 54,260 56,878 59,873 6),077 66,5uO 70,16'! 74,033 78,113 82,458 87,076 92,005 I 
0::-oss Invcstr.ent 6,276 6,9112 7,~7 8,169 9,179 9,904 10,711 11,576 12,507 13,627 14,512 15,1!62 16,1,60 17,572 18,745 20,00) 21,354 22, 8o5 24, 365 
Gross Savin;; 5,229 5,893 6,LL2 7,6114 8,820 9,402 10,176 10,995 11,9.31 12,960 13,845 14,772 15,714 16,782 17 1 922 19,177 20,526 21,989 23,555 

1 I :r.norts cr Goods and NFS 2,681 2,908 2,514 2,413 2,550 2,720 2,889 ),074 ), 206 ),u50 ),608 ),794 4,048 4,253 4,486 4,692 4,907 5,124 . 5,)58 
Ot.her In!"lo·oo~ (:let) -129 -135 -239 -296 -179 -180 -180 -180 -180 -180 -180 -180 -180 -180 -180 -1 80 -180 -180 -180 I 
Less : t::<;>orts of Goods a.."'d !-o:S 1, 763 1,994 2,128 2,184 2,)70 2,500 2,6)7 2,782 2,936 3,097 ),267 3,447 ),637 ),837 4,0u8 4,271 4,505 4, 754 5,015 
Equals: Resour~e Cap - .Amount 1 ,Ou7 1,049 625 525 359 400 431 4 71 452 533 520 527 591 601 618 601 582 550 52 J 

- aa % o! GOP 2.9'/. . 2.u'{. 1.4% 1.1% o. 7% o. 7% o. 7% . o. 7'/. o. 7% o. 7% o. 7% o. 7% o. 7% o. 7% o. 7% 0.6% 0.6'{. O.S% 0.5~ I 
FL"'.:l.."'Ce of P.e:-.ot::":e Gao I 
Bilateral: US E_/ 264 281 296 )02 316 324 3)0 337 J43 350 356 )62 370 ·:377 · 
Total: Bilateral;!/ 1 1 296 1,350 ·1,101 1,014 903 616 766 • 6~ ·786 628 . 844 86o 876 894 910 927 944 963 • 962 I 
Multilateral: IEP.D 34 30 26 26 37 ·42 35 26 24 44 46 . 46 47 48 49 50 51 52 53 

IDA 160 215 77 113 85 242 318 359 381 )91 - -- 399 - 407 415 . 42? · 431 439 447 455 464 
Total: Cro::s Disbursement 1,512 1,595 11 204 11 155 1,025 1,100 1,140 1,191 1,191 1,265 1,289 1,314 1',339 1,363 1 1 )89 1,416 1,444 1,471 1,498 

Leas': A:-:ortiution 21) 281 314 357 377 u18 42S ' 429 435 418 442 4U4 )93 393 )87 410 436 474 508 
:iet. I n!lo'oo/ 1,299 1,)1) 890 797 648 682 715 772 756 847 847 870 945 970 1,002' 1,006 1,008 997 990 

Less: l:et Factor Pap.ents 252 • 264 265 272 289 281 28) 291 )0) )13 )26 343 355 369 )84 LOS 426 447 467 
Equals: Resource Cap 1 ,o47 1,049 625 525 · 359 400 431 471 452 533 520 527 591 6o1 618 601 582 550 523 

M.::."l:>r.mdt:: Ite:~s 

In terest on Debt!/ 152 162 165 192 20) 19.5 197 20U 215 224 236 251 262 276 291 )11 329 Ju9 369 
Total D~bt Scrrica 365 443 499 549 S60 614 622 6)) 650 642 626 695 655 669 678 721 765 82) 677 
Debt Se rvice Rati o 20.7% 22.2% 23.4% 25.1% 24.5% 24.6% 2). 6% 22. 7'/. 22.2'/. . 20.7% 20.7% 20.2% 16. 0% 17.4% 16.7% 16. 9% 17.0% 17.3% 17 .5% 
J..ve:-ac;e In:.e:-est Ra te 2.5% 2.3% 2.2'/. 2. 2'/. 2.3% 2.3% 2.3'/. 2.3% 2. J% 2.)% 2.)% 2.)% 2.4% 2.4% 
Total Debt Outsta."lding f/ 4,374 4,986 5,645 6,340 6,934 8,099 8,630 9,61) 10,)9/J 11,270 12,157 1),066 14,064 15,095 16,1 65 17,257 18,)52 19, 456 20, SSO 

~· I!?.!l Debt Ou <:.s~a..-.:J.r.g [.! 551 534 523 510 h98 453 443 423 402 · L03 391 361 398 L20 446 475 5C4 5J4 56) 
Ir..t Debt Outstandi~ !./ 421 601 816 892 1,006 1,247 1,563 1,917 2,2911 2,678 J,o69 J,4o~.3>87r--ti~284 --4,70) ----5,1 26 -.- 5,552 -- 5,979 6, :.10 
El.:l Ccbt Service 82 71 67 66 82 73 70 70 66 66 81 8o 55 53 50 51 54 57 60 

... • I a't1)fiDA ~ Gross Inflow 14.2% 15.4% 8.6% 12.2% 11.9% 25.8'{. 31.0'/. .32.3% 31,.0,; 34.4% 34.5% 34.5% 34.5% .34.5% .34.5'/. .34.5% 34.5% 34.5% 3~ . ;;% 
I BR.D/ID\ % Debt Service 23.3% 17.4% 14.6% 1),J:C lS.S% 1.3.3% l).J:C 1).6% lJ,L'{. 14.0'{. 16.2% 16.1% 1).9% 1).6% 1).9% 14.2% 14.9% 15.3% 15.7% 

f.; 

a/ n 1971 is the base year !or the projections. Pr-o jection B:lsis {1 971 -85) ProJect ion I:npli catir.ns 
- ODP Growth I $.$:£per annum (1972-1976) savwgs : In·;cst."':ent -
b/ Revised series. grolofing gradually from 5.5% to Resource Cap. 
- 6.0'{. in 1965. · · Imports : Deports +Resource Gap 
c/ F;<cludos Food .Ud. Exports t 5.5% per annum Resource GaP*a T:>tal disburse:r.ents + 
- Invosbrent : !COR x annual chanee in GDP. grants - ar.~ortization -
d/ Includes Food Aid. !'ocd aid is assumed to gradually decline from 1972 to 1974. Disbur•ementa thereafter lCOR : GrO".ring from ).18% (1972) to 3.5 interest+ direct roreir;n 
- are as=.ed t.o be zero. (1976) remaining constant at J,S thereafter. invesb:lent + net transra:s 

. - net inves13nent inccx:e. 
e/ Up to 1971 interest on debt is aa reported in the Econcmio S\ll"Vey, Intere•t tl'are&lter 1.8 calculated 
- accordizl& to Economics. Department projections. · * The DIOdel underlying these projections is designed to· test the feasibility of a given 
!/ JC:cclud.ini \Uldi&b~n"nd. · rate of ODP growth subject to foreign exchange con•traints. 'I'hU3 ttie 'resource gap' 
- 8hould be. interpreted aa 1 reso~ce transfer'. 

. . . 

.\l 

. 
South Asla/i' ' B 
September 7, 1971 
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Attnchment 

IBRD/IDA: ffiOPOSED PROGRAMS ~y 1970 AND SEPr~ER- 1971 
y , 

1972 1973 1974 1975 1976 1977 1972-76 1973-77 

Op. Program July 1970 No. 12 14 13 12 10 61 
Op. Program Sept •. 1971 No. 15 14 17 17 15 78 

Lending Prog.July 1970 $m. . 345 375 320 360 320 
540 

1720 
Lending Prog.Sept.1971 . $m. 400 425 .540 540 2445 

Sector Composition of Qpera~ion~ _Program 

1972-76 1973-77 
Number $ Number·- .- n- ·---·$ 

.Amt. -
Agriculture - irrigation 2 65 

II - credit 3 75 
II - agro-industries 1 10 
II - unidentified & other 28 645 
It - Total 34 m . 

Telec orrrrnuni cations· 5 190 

Education 2 40 

D.F oC. 2 80 

Industry 2 40 

Transport - shipping 
II - unidentified & other 6 245 
II - Total c 210" 

Power 5 210 

lvater Supply 2 30 

Tourism 

Industrial imports 

Unallocated 3 120 

Total 61 1750 -

_1_ 

3.1 2 
4.3 3 
0.6 2 

36.6 38 
10:2 45" 

10.8 5 

2o3 1 

4.5 2 

2.3 7 

1 
13.9 2 
13.9 3 

ll.9 4 

1.7 2 

2 

5 

6.8 ·2· 

100,1, 78 

.. 

iiint. 

35 
90 
19 . 

1000 
il44 

200 

20 

100 

165 

'80 
100 
IBo 

195 

30 

20 

450 

70• 

2574 

% 

1.3 
3.5 
0.7 

38.8 
44.4 

7.8 

.8 

3.9 

6.4 

3.1 
3.9 
?.0 

7.6 

1.2 

.8 

17.5 

2.8 

100% 

P&B 
9/3/71 



INDIA COUNTRY PROGRAM P .APER 

Postscript 

DECLASSIFIED 

APR 0 4 2013 
WBGARCIDVES 

CONFIDENTIAL ------

A meeting vras held in Mr. McNamara r s office to review the 
Country Program Paper on September 8. The follorrlng is a summary of 
the conclusions reached at the meeting: 

(1) Efforts should be made to identify and prepare 
a substantially enlarged progrlli~ for agricultural 
lending. The Agriculture Projects Department in 
cooperation with the South Asia Department should 
work out a project preparation program, including 
pilot projects and special economic research 
aimed particularly at the small farmers, which · 
would be fully responsive to India t s needs. The 
allocation of additional staff to project prepa
ration in India through hiring of additional 
personnel or transfer of staff at present assigned 
to work on other areas, would then have to be 
considered against the background of this "optimum" 
program in competition with the needs in other 
countries. · 

{2) The case for program lending would rest largely on 
India 1 s long-term economic situation. While 
India's resource gap is very large her need for 
imports of finished capital equipment is relatively 
small. There was a consensus that any future 
program lending, if it can be justified at all, 
should form an integr~l part of the lending 
program rather than a "residual" designed to make up 
any shortfall :Ln co:mrrri:t.ments to projects. Before 
presenting the $7.5 million credit proposed for 
FY 72, l1r. ~1cNamara would wish to review very 
carefully the justification set out in a draft 
President's Report m1d Recommendation to the 
Executive Directors for program lending in India. 
It should give' a full economic justification, 
taking into account the Bank Group's general 
policy on progrrun lending as spelled out in the 
President's Memorandum of December 1.5, 1970, and 
discuss in particular the question of local cost 
financing versus program lending in the con text 
of the IDA prog:t: am in India. 
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(3) Additional IBRD lending should be restricted as 
shown in Annex I of the Country Program Paper. 
Although it v1as recognized that Bank loans were 
certainly · preferrable to more costly commercial 
credits., India should, as a matter of equity, 
receive assistance on concessionar.y terms. 
Furthermore, the Bank, to ma:intain its good 
standing as a borro't-rer in international capital 
markets, had to reduce its exposure in India as 
long as debt relief played an important part in 
the overall consortium program for aiding India. 
This question should be further considered 
following the completion within the Bank of the 
on-going studies on debt and aid and on 11 Capital 
FloHS and the Role of the vJorld Bank in the 
Seventies 11 • 

(4) It was most important for the Bank Group's 
program in India that a solution be found quickly 
to the procurement issue affecting projects rdth 
large civil works components. The Loan Committee 
rTould consider the issue as soon as the report of 
the Thal\v.itz mission was completed around mid
October. 

(5) The proposal to give the Delhi Office greater 
operational emphasis was accepted. 

( 6) It was agreed that the refugee problem and its 
implications for India's development program and 
aid requirements should be considered at a 
subsequent meeting. A report on the refugee 
problem is being prepared by the Delhi Office. 

South Asia Department 
October 12, 1971 





' INDIA 

IFC Brief - January 1972 

(Rs. 7.279 · = US$1.00) 

I. Membership 

India became a member of IFC on July ·20, 19S6o Its 
subscription to IFC capital stock is $4,431,000 (4.14% of the 
total) and its number of votes is 4,681 (3.57% of total votes). 

II. Investments 

IFC has made thirteen commitments totaling $42.3 million 
.in India, of which $33.5 million was in loan and $8.8 million 
in equity. lFC's present investment, net of participation sales, 
cancellations, and repayments, aggregates $26.8 million. Both 
in terms of amounts committed and in number of operations, India 
is IFC's fourth most active country. Two commitments have been 
cancelled and one fully repaid. A summary of IFC's currently 
outstanding investments is shown in Annex I. 

No new commitments are likely' to materialize in the near 
future. · ...... 

III. Outstanding Issues 

IFC has made only one investment during the last four years 
in a new project in India and that was about three years ago. 
EvP-n the number of applications has dropped substantially. We 
believe there are several reasons for this development: first, 
the overall decline in private industrial investment, particularly 
in major new projects; secondly, the reluctance of foreign in
vestors to invest in India has caused a lesser number of joint 
ventures to be started; and finally, the Government's reluctance 
to encourage private companies seeking funds to approach IFC. 

This last matter was discussed with Finance Minister Chavan 
and Mr. I.G. Patel at the last two Annual Meetings. Following 
the 1970 meeting with Finance Minister Chavan, Mr. von Hoffmann 
visited India to review the opportunities for IFC operations. The 
expectation at that time was that IFC might be able to do new busi
ness in India. Since then none of the projects considered at that 
time have moved ahead. 



,. 

As far as the Government's attitude is concerned,_ we feel 
that the Government, while welcoming IFC activity to India, feels 
that our inter.est rate is too high, and our insistence on equity 
makes our investments not only too expensive but also raises the 
thorny problem of foreign ownership in industry. Horeover, the 
Finance Ministry is looking at IFC investments solely as a source 
of foreign exchange for specific projects and will discourage any 
private enterprise from approaching IFC until all bilateral sources 
have been exhausted. 

Resuming IFC operations in India will require a major ·effort 
on our side, not only with regard to the private sector but also 
in terms of our relationship with the· Government and the Government · 
financial institutions. We propose to continue our efforts·, but 
it is unlikely that we shall be able to develop major operations 
in India in the foreseeable future unless the GOI will encourage 
private industry to seek financing from IFC. , 



ANNEX I 
Existing Investments Net of Cancellations out Investments 

(': 

,• 

ComEanz FY 

As s am Sillimanite 
Ltd. 1960 

I:recision Bear- 1963 
, ings .India, Ltd •. 1966 

Fort Gloster Indus-
· t ries, Ltd. 1964 

Nahindra Ugine Steel 
· Co. Ltd. 1964 

Lakshmi Machine 
Wor~s Ltd. 

. Jays.hree Chemicals, 

. 1964 

' Lt d. · 1967 

Total 
Corruni t~ 
ments 

1,365 

1,030 

1;211 

(US $xl.OOO as of 

Net Investment held 
by IFC 

Total of which Equity 

132 

613 319 

552 349 

3,297 . 2,310 830 

1,312 796 314 

1,155 558 ' 105 

I ndian Explosives 
Ltd. 1967 11,462 6,180 2,497 

Zuari Agro Chern
~ · icals, Ltd. 

\. 
:·; 
f 

... . 

.. 
1969 
1970 18,911 14,961 3,711 

Cormnents / 

Refractory bricks manufacture. Company not successful, 
operations closed do-wn • . Guarant,or bank repaying IFC loan. 

Ball and roller bearings • . Initially US, now German 
(FAG) collaboration. Difficulties during startup, but 
now operating successfully and expanding. · 

Power transmission cables. Diversification by old 
jute .company. Cable project marginal for technical 
and domestic overcapacity reasons. 

Alloy ?nd special steels. Collaboration with Ugine 
Kuhlmar._;1 ·, France. Slow start-up. Company now 
s·ucces&.(vl and planning large expansion. 

: ~· 

. ~~ 

Textile · machine~. Collaboration with Rieter Co. of 
Switzerland. Company successful in India and has 
started ~Y.porting • 

Caustic soda and chlorine. Initial losses due to 
poor management and difficult market. Now margin
ally profitable. Company planning diversification 
to improve profitability. 

Urea fertilizers and industrial e~plosives. ICI sub
sidiary. IFC financing for urea project which started 
production by end 1967 and today produces at 8ot of 
capacity. The company operates profitably, but 
urea division has labor and power reliability pro
blems. 

Urea and complex fertilizers. Sponsored by US Steel 
and Birla Group. Turnkey plant contract with Toyo 
Engineering Corp, Japan. Completion delayed by · two 
months and expected September 1972. Undisbursed 
IFC loan $$,902,$00 • 

..... 

.. :: 

I i , 





POLITICAL DEVELOI r~IE}JTS 

1. The single biggest factor in Indian Central Politics today is the 

personal dominance of Mrs. Indira Gc~dhi• By her remarkable and overwhelming 
1/ 

election victory in }farch this year;- Indian politics h?-ve been taken back to 

the early fifties when the figure of one national leader dominated it~ It does 

not follow however th2.t the other political parties have lost substantial ground 

in their respective strongholds, except perhaps for the Old Congress which had 

a total debacle; and is today virtually extinct. The local elections in Delhi, 

and some by-elections held subsequently show clearly that while the people 

voted for Mrs. Gandhi, keeping in view the national issues, the local issues 

and local parties continue to be significant in State Politics. The recent 

developments over BanglaDesh,- however, have further strengthened Mrs. Gandhi's 

political position.· The mood of' ·. the country is reflected in the declaration 

of Mr •. Vajpayee,· the Jan Sangh Chfef, and a leading adversary of Mrs. Gandhi -

'~e now have one nation, . one party and one leader" •. 

The Bangla Desh situation - the burden of refugees and the war 

have inevitably stood in Mrs. Gandhi's way in translating some of the many 

election promises her party had made; but some efforts have been made • . · In the 

domestic front an important program of rural works has been put into operation 

with a view to creating more employment in the rural areas. In Parliament 

three important amendments to the constitution have been debated and passed.' 

They seek to confer on Parliament very wide po1-<rers for socio economio ·legis_.., 

lation, ·and take away the Supreme Court's writ jurisdiction even when such a 

law is in conflict with the fundamental right to property as guaranteed by the 

constitution • . The wisdom of this amendment is questionable, for in the event 

of misuse of such powers by any government, a citizen will be deprived of the 

right to seek judicial redress. This will probably be a further deterrent to 

!/See .attached table. 
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private foreign investment in Ind~a. By yet another amendment the privy purses 

and tax exemptions and other privileges of the ex princely rulers of India, have 

been abolished. 

A· crucial development on the external front was the signing of the 

Indo-Soviet -Treaty of Friendship. Jndia's total commitment to BanglaDesh, 

and America 1s support to Pakistan were factors which contributed towards India's 

feeling of insecurity. On the Russi~n side, America's overtures to China and 

the possibility of a U.s. - Sino axi:> in the subcontinent prompted the Soviet 

Union 1vhich was also beginning to fenl diplomatically isolated, to revive 

talks on the possibilities of concluding such a treaty with Ind_ia, which while 

not being a military pact would have security overtones. It is a debatable 

question as to whether this mearit an obvious end to India's past policy of 

non-alignment • The follov-ring is an extract from Article IX of the treaty; 

which is the crucial operative part: 

11 In the event of either Pc-·.rty being subjected to an attack or a 

threat thereof; the High Contracting Parties shall immediately 

enter into mutual consultations in order to remove su~h threat and 
,. 

to take appropriate effec~iive measures to ensure peace and the 

se~uri ty of their countri-=; s" • 

It is important to note tHat there is nothing in the text to indicate that the 

Russianspledg~d support for India militarily. 

4 -. Of t.he 20 states in the CC"Juntry' Sfi'f.eP - vlest Bengal, Gujarat' 

Punjab, Mysore, Bihar and Manipur anc Tripura are un~ President 1s Rul~. In 

most of these cases the coalition or non-Congress government collapsed shortly 

after Mrs. Gandbi 1s electoral success. In West Bengal, Mrs. Gandhi has ~iyen 

considerable priorit to the need for i investment and 

. ... • .. B 

,. . 
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industrial ~te, With this end in view, following the reimposition of 

President's Rule, d attempt was made to restore law and order, curb 

the anarchical and subversive political forces, and to attract industrial 

capital so that tho problem of unemployment could be alleviated. A sixteen 

point program has been announced. 1Nhile investment has not increased sub-

stantially, there has been considerable improvement in the law and order 

situation, and in the climate for better industrial relations. Elections are 

likely to be avoided, for apart from the law and order problem, the presence 

of 7 million refugees create other difficulties. The era of terror that marked 
~~ 

the last CPM government, has taken its toll. The ,.RQpnlarity of the CPM has 

slumped significant~ as a recent. municipal election result in Burdwan (the 
r 

stronghold of the CPI-1) clearly shows; while Bangla Congress - the breakaway 

group from the undivided Congress has merged with Mrs. Gandhi's party • . With 

the revival of confidence in the law and order situation; and the possible 

evacuation of the refugees, there will ba an accretion to Mrs •. Gandhi's 

popularity • . 

Coming to politics in the states ~ exc~pt for the · states which are . 
" ·1/ 

under President's Rule and those which have already held mid~term elections~-

the remaining states are due to go to the ~uinguennial polls in February 1972~ 

There is brisk political activity both v1ithin the ruling party or coalitions_, 

and also among the various parties and groups. ~ the recent mid-term state 

elections held in Tamil Nadu~ the D}ffi was returned with overwhelming majority, 

while in Orissa the Swatantra and the Utkal Congress formed a new coalition 

government.. The Marxists have been ousted from the Kerala assembly, where 

Mrs. Gandhi's party is a member of a coalition. led by the Communist Party of 

India (Pro-Moscow). In all other stat es the Congress Ruling has absolute control. 

"};,/West Bengal, Orissa , Tamil Nadu in 1971 and Kera1a and U.P~ in 1970. 

* Communist Party of India Marxists. 

, .. 

·· ::-:-· 



Position of Selected Parties in Parliament 

1951 1957 1962 

Congress Ruling 554 566 558 

Congress (0) 

Swatantra 18 

Communist Party of India 26 

Communist Party of India (Marxist) 

Praja Socialist Party 20 

Samyukta Socialist Party 

Jan Sangh 3 

. 1/ 
(Independent and others-) 85 

Total Seats in Lok Sabha 486 

29 

18 

4 

71 

488 

29 

12 

14 

?6 
. . __.._ 

50? 

1967 

280 

42 

23 

19 

13 

23 

36 

87 

523 

INDIA 

1971 

350 

16 

8 

23 

25 

2 

22 

64 

521 

1/ Includes Muslim League, Akali Dal, Republican Party, Bharatiya Kranti Dal, 
- and various other regional parties. 

( ' 
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INFORHATION NEDIA IN I NDIA 

The Press 

India has a lively, independent and sophisticated Press. But it is 
not exactly prosperous; the growth of circulation is restrained by cultural 
barriers caused partly by l anguage diff e rences. The Englisl1 Press, with 
its appeal to t he educa ted middle-clas s urban readership throughout the 
nation,has retained its dominance. Though th er e a re more papers in Hindi, 
the total circula t ion of the English Press is the greater. The main Indian 
language dailies also appea l to t he urban reade r bu t by paying little 
attention to rura l affairs they fail t o cater for the increasirig ly literate 
provinci a l population \vho kno\.v no Engl i sh . :'lost Ind ian papers have a 
relative ly small circula tion . Provinc i al papers fr e quently p l ay upon 
religi01 .. 1S or local sympatnie s to ensure their c i rculation. 

'J.'he art o-f reporting and probing for nev!S is improving, particularly 
among t he leading ne\vspapers. but many papers) particularly the smaller 
ones, depend for neHs on government handouts an d on the small number of news 
agencies, \vhich results in a lack of variety in ne\vs content. Provincial 
papers which cannot afford a gencies depend particularly heavily on government 
handouts. All except the largest ne"'\·lspapers, wh ich have their own corres
pondents, make use of agencies for foreign news. 

The daily papers provide a relatively large proportion of domestic and 
international news particularly on politics; sports and fin ance receive 
good cove ra g_e. The re is little s ens ationalism . Advertisemen t s constitute 
on average 50% of the contents of t he larger papers. In contrast to the 
dailies t he periodical press off ers more articles of human interest, more 
~overage of local affairs and among periodicals the English sector plays a 
i'ess prominent role. 

Economic journalism l1as mushroomed in India since 1961, when two economic 
dailies -- the Economic Times and the Financial Express -- suddenly sprang 
up as an act of competitive lunacy among their proprietors. T~e economic 
weeklies are older; t he more irifluential ones today, in order of i mportance, 
are Eco_nom~c ani._Po~i~~~al h'e_el<l~ (Bombay), _gor.m~rc ~ (Bombay), Eastern Economist 
( l-Ie\·,7 Del hi), Ca_E_ital_ (Calcutta ) and Indian Fin 9nc <=:_ (Calcutta ). 

Probler1s confrontin g t he Pres s are the shorta ge of news print, allocation 
of -.;.Jhich is controlled by t he gove rnment, and, in the case of the smaller 
papers, t he lack of an adequately tra i ned staff and suitable equipment. 
Frequent governnent attemp ts to help t he smaller papers have met '"ith only 
partial success. 

There are about 700 dailie s and over 9,000 non-daily papers and periodicals. 
About 85 % of t he da ilies have circulations of less than 5,000, and constitute 
27 % of tl1e total circulation; 12% have circulations of 5,000- 50,000 and con
stitute 42%; 3% have circulat i ons of over 50,000 and constitute 31 %. 
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There are 64 ne~vspaper. groups ov.'11ing 272 ne~vspapers with a total 
c,irculation of 7. 6 million. The most pmverful groups o~m most of the 
large English dailies and frequently have considerable private commercial 
and industrial l1oldings. Three of the major groups are as follows: 

Ti (controlled by the Jain family ): includes the 
dailies Time's of Indi , the ~-conomic Times , the ~ve!!-ing :~e~·7 S of India 
(Bombav) 1. _J.~av~l!_~rat Times, vJeeklies including the Illustrated 
\~eekly of India and the Hindi Dharma_yug, the fortnightly Femina and 
F:i.lmfare and the Hindi monthly Rarag_. 

(controlled by the Goenka family): the dailies, 
th · Indian Exp~~~' the Financial Express, the Harathi J.okasat~~' the Tamil 
Dinawat ~' gu And~1i::'_~~rabha and the Kannada Kanna~~~abha, and the 
English \·7eeklics the Sunday Standard and Scr~en and the Telugu Andh~_!-~_?.bha . 
Illustrated Weekly . 

~~~~~~~~~~~~~ontrolle.d by the Birla family): several dailies 
the Hindu~tan Times Evening News, 

the Hindustan _:_~-- '- npur_ upplei_!!_~_ll-~, the Leader (Allahabad), the Se~_c:-hl!_ght 
(Patna), the Hindi Hi_pdust_~ (Delhi ) and Bharat (Allahabad ), and the weekly 
Overseas Hindustan Times, Eas tern Economist, tl1e Hindi Saptahik Hindustan 
(Allahabad ) and yradeeo (Patna) . 

The widest circulating and most influential newspapers are the metro
politan dailies in English, closely followed by the principal Hindi and 
Bengali papers. A _ fe~.J papers are published simultaneously from sever a..._~~ 
notably the Indian Exnress in six cities, and the Times of_India, th Sta~man 

and the _i~ybharat Times at t~o each. But English papers published _from a 
singl~ center have frequently a very widespread readership and have a reason
able claim to constitute a national Press. 

Among the notable papers are; 

Ne-v;spaper 

En_&l-ish Dailies 

Indian Express --------
Times of India 

Hindustan Tjmes_ 

Hindu 
States'inan """"""" 

Published in 

Delhi, Hadurai , Hadras 
Bangalore, Vijayawada 
Bombay, Ahl:ledabad 
Bombay, Ahmedabad 
Delhi 
Delhi 
Hadras 
Calcutta, .Jelhi 

Circulation 

380,000 

200,000 

113,000 
185,000 
162,000 

Editor 

Frank Horaes 

Sham Lal 

B. G. Verghese . 
G. Kasturi 
~ . J. Nanporia 



Vernacular Dailies 

Navbharat Times (Hindi ) 
Hindustan (Hindi) 
Thanti (Tamil) 

Ananda Bazar Patrika (Be.ngali) 
Halayala ~-1anorama (dalayalam) 
Loksatta (~arathi) 

Economic Press 

Economic Times (daily) 
~ncial Express (daily) 
Econom1c and Political Weekly 
Commerce (\·Jeel,_ly) 
Eastern Economist (weekly) 
Capital (weekly) 
Indian Finance (weekly) 

Radio 
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Published in 

Bombay, Delhi 
Delhi 
11adras> Nadurai, 
Tiruchirapalli, 
Coimbatore, 
TiruGelveli 
Calcutta 
Yottayam 
Bombay 

Bombay 
Bombay 
Jombay 
Bombay 
Ner.v Delhi 
Calcutta 
Calcutta 

Circulation 

180,000 
84,000 

260,000 

204,000 
230,000 
133,000 

17,000 
11,000 

4,000 
5,000 
2,500 
2,400 
1,100 

Editor 

A. Jain 
R. L. Joshi 
R. S. Rathinam 

A. 
K. 
R. 

K. 
1:I. 
-,. 
do 

Sarkar 
Cherian 
Late 

D. K. Rangnekar 
V. K. Narasimhan 
Krishna Raj 
V. Dagli 
V. Balasubramanian 
A. K. Ganguli 
C. S. Rangasuami 

All India n.adio is controlled by the L.i.inistry of · I nf orrnat ·on and Broadcasting . 
A comprehensive development plan has been eva ve an(l there are around 70 broad
casting stations in the whole of India. Broadcastin8 is particularly important 
d~e to the difficulty of reaching the vast masses of the people by any medium 
other than the spoken word. Since radio sets are costly and expensive to main
tain, listening in a large nlli~ber of villages is arranged by means ·of community 
sets installed for public use. 

The Allt net\vork is equipped \vith 130 transmitters (medium and short-.;vave) 
and covers all the important linguistic areas in the country . Programs are 
broadcast in 37 dialects includin~ 29 tribal languages. The Home Service broad
casts in 18 principal languages. 

The News Services Division, centralized in New Delhi, is allegedly among largest 
news organizations in the world. The Service transmits 200 daily news bulletins 
in 28 Indian and foreign languages. The External Services transmit almost 
50 bulletins daily in 21 languages . There are over 10 million receiving sets. 

Television 

Akashvani Door~rshan (All India F~~dio-Tel_ev:!:_sion) has programs for about 
25 hours weekly (15 hours general service, 10 hours school service). There are 
approximately 10,000 rcceiyinn sets. The television service is at present 
limited to Delhi . 
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FROM: The President November 9 , 1971 

INDIA: Major Economic Issues 

Attached is a memorandum summarizing the main economic issues 
and prospects in India as p!'!esented in the last economic report, dated 
May 11, 1971 (SA-25a). This memorandum is intended to provide a guide 
for the Executive Directors' discussion ·scheduled for November 30, 1971. 

In the past, issues related to economic performance and poli.cies 
of specific countries have been discussed in the Board mainly at the time 
of the presentation of individual loans and credits. In order to provide 
a more appropriate scope for such disc.ussions, several meetings have been 
scheduled for country discussions in the course of the current fiscal yee: .. r. 
The selection of countries for discussion will be determined largely by the 
character and depth of the most recent economic reports, and preference 
will generally be given to those countries for which a review of a medium
or long-term plan has taken place. 

In the attached memorandum attention is drawn to the possible 
consequences of the recent influx of refugees in India and the measures 
being taken by the Government and aid donors to respond to th:ts new 
situation. The economic report was prepared before the magnitude of this 
issue was known. 

Distribution: 

Executive Directors and . ~ilternates 
President 
President's Council 
Executive Vice President, ~ 
Vice President, IFC 
Department Heads, Bank and IFC 

Robert s. McNamara 
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INDIA - Notes for Board Discussion 

1. India's current development 1-1as mapped out in the Eonr+h Five-
Year Pla ril 6 -March 1 1 74). The Plan is fairly ambitious 
in terms of the resources required; but even if all its targets are ful-
filled, o have been added to income per head over the five 

India's own fiscal efforts compare we 
e _ co e presen 
o support those efforts, 1~·s~a~c~a~u~s~e_.~~~~~ 

have been developed by the Government 
·us ·ce. The Bank's economic report on 
unayoidable, and some perhaps avoidable 
through past and 
certain features of the repor~, 
report. 

Refugees 

2. With the election of a strong government at the Center in March 
1971, and substantial recovery from the economic recession of the mid-196o's, 
India seemed poised for an era of renewed activity on the development front. 
Such were the conclusions of the economic report. Since it was written, 
these prospects have been clouded, at least temporarily, by the economic 
burden imposed on India by the refugees in West Bengal and elsewhere. The 
direct cost to the economy of supporting the refugees who are in camps is 
estimated to be at least $700 million in the current fiscal year (at ··a 
"minimal" expense of about Rs 2.20 per day per refugee). Towards this sum, 
the international community has pledged in excess of $200 million. Addi
tional assistance is being offered, but it is still too early · ·to say what 
portion of total refugee costs will be covered by the international community. 
As this is written, costs not covered by assistance from abroad represent 
about 12 percent of the year's Plan outlays and roughly two-thirds of the 
increase in total investment planned for this year. The refugee problem 
could well put an end to any hopes for real economic expansion in the current 
year, and thus render unrealistic some of the Fourth Plan targets for 1974. 
This conclusion would be softened to the extent that additional aid becomes 
available after the consortium meeting of October 26, 1971. 

Social and Distributive Aspects of Development 

3. The r of ) or. less 
per day is probably ·on, or more tan a the popu-
lation (par agraphs 2.11 to 2.12). It is virtually i mpossibl e to measure the 
extent of unemployment and underemployment ir. any meaningful way. However, 
the net annual addition to the labor force from population growth is about 
4 million, and it is doubtful that opportunities for gainful employment are 
growing fast enqugh to absorb them (paragraphs 2.20 to 2.24 and 2.27). The 
family planning program has had some encouraging results (paragraphs 2.29 to 
2 .30), but still has a long way to go to make a substantial impact on the 
rate of growth of the population (paragraphs 2.31 to ·2.32; 2.40 to 2.52). 

1/ Economic Situation and Prospects of Indi'!_, May 11, 1971 (SA-2Sa). Para
grap~ numbers cited in these notes refer throughout to this document. 
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Health conditions have improved (paragraphs 2.65 to 2.66), and India is one 
of the few developing countries with an official nutrition program (para
graphs 2.67 to 2.70); but nutritional defects are still responsible for a 
large share of high infant and child mortality. Since the launching of the 
Five-Year Plans, primary education has increased considerably, but 36 per
cent of children are still not enrolled in schools (paragraphs 2.74 to 2.75); 
higher education has grown much faster (paragraphs 2.76 to 2.83), creating its 
own difficult problems (paragraphs 2.84 to 2.89). During the 1950's and the 
1960's, overall economic growth moved faster than population growth, though 
only by a small margin. It is, however, difficult to say what share of this 
growth the underprivileged received - let alone to judge whether or not they 
received a "fair" share (paragraphs 2.13 to 2.15). Of particular interest, 
despite it3 limited coverage, is the green revolution, which although 
successful in raising production may also be creating further problems of 
income di ta,ribution (paragraphs 3 .1 to 3.9). The effects of farm mechani
zation, still in its early stages, are also attracting both debate and study 
(paragraphs J.lO to 3.17). 

Economic (irrj~-vth 

A. GoverrlinGnt Policy 

4. To encourage foodgrain production, the Government has developed 
an adcq_1.::.1te sys-cem by which surplus producers receive a "fair" price with
out pei"alizine the consumer (paragraphs 4.15 to 4.21). By increasing credit 
availability to the farmers and by its own investment program, it sought, 
and is still seeking, to provide more inputs: tracto:rs (paragraphs 4.48 to 
4.53)_, ::i.mproved seeds (paragraphs 4.54 to 4.65), irrigation facilities (para
graphs i~._66 to 4.76) and flood control (paragraphs 4.77 to 4.83). This 
poliey haz been successful in terms of growth: within twenty years, food
grc.::.n p..;:-ouuctlon has doubled and India has become more or less self-sufficient. 
The:r·e is e~ery reason to believe that this policy will continue to yield 
incres~~a agricultural production. 

5. fr•o help the rural underprivileged four things have been done in the 
last year: the formulation of a new employment program (paragraphs 3.18 to 
3 .Jl); tha lo.unching of the Small Farmers 1 Development Agency (paragraphs 
3.32 to 3.44); the entry into the agricultural field of the nationalized 
b~ltks (p=..~ ... •~zraphs 3. 72 to 3. 76); and the appointment of the National 
Commi.s :::iou on Agriculture (paragraphs 3.79 to 3.81). The land reform issue · 
remairJ.0 · Yc.i..:.Lng (paragraphs 3 .4.5 to 3 .6o), especially in the li ght of the all
import.:.:;;: l"t :p!.·obl er.l of rural cred.i t distribut ion (paragraphs 3.64 to 3. 78). 
In the6e ~i'8as, the concern for social justice need not be inimical to growth; 
many s t'-!!..!:i. .-~ s have, indeed, pointed out that small farming in India is more 
intensiv& and has higher yields per acre than large farming. 

6. In the industrial sector, industrial investment licensing has been 
the main. tcol in the past to achieve, among other things, some reduction in 
the cor cent.ration of economic power, the maintenance of regional balance and 
the p!.'otc ··ti.o:l of the interests of small-scale producers. But these direct 
cont!"'Ol ~ _;,!··.:>v-ed not. to be wholly effective in achieving these goals, partly 

• because of the extent of bureaucratic work involved and the resultant delays. 

J 
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'At the same time, some argued in India that the licensinr, system had in 
fact favored India's large business houses (paragraphs 5.4 to 5.10). A 
new licensing policy was therefore enacted recently, which tried to com
promise between the need for greater liberalization for the benefit of 
small and medium entrepreneurs and the need for regulation and control 
of large entrepreneurs. This policy, however, is rather complex and has 
been criticized as not permitting as full a play of market forces as might 
be desirable (paragraphs 5.11 to 5.17). Another piece of legislation 
added in mid-1970 is the Monopolies and Restrictive Practices Act {para
graphs 5.19 to .5.23). 

1. Ever since the exchange cr~s~s of 1956/57, India's basic import 
policy has been directed toward saving foreign exchange and encouraging 
domestic production - in many cases by banning imports of items manufac
tured in India (paragraphs 5.24 to 5.32). At the start, this import 
substitution policy stimulated demand. The combination of this and other 
policies has tended, however, to raise the cost structure of Indian 
industry. These costs work against the aim of increasing exports (para
graphs 9.28 to 9.30), though exports have in fact not done badly during 
the last two years, growing at about 8 percent annually, while exports of 
engineering goods have grown at three or four times that rate. A 
recurrent theme in this and other recent Bank economic reports on India 
is that the scope for further import substitution is limited, and future 
industrial growth should be export-oriented. 

B. Resource Constraints 

8. General economic policy is directly influenced by the level of 
domestic savings; and import policies are particularly sensitive to the 
flow of foreign aid. The level of domestic savings is still low, but 
increases in taxation improved the situation recently. However, farmers, 
even wealthier farmers, are, for political and constitutional reasons, not 
yet liable to pay by means of direct taxes a due share of their newly won 
prosperity. Another important problem lies in the budgets of some States 
which - owing to inadequate revenue collection and excess expenditures -
continue to run unscheduled deficits (paragraphs 8.1 to 8.42). 

9. Having to live within her means, India has cut imports sharply, 
and the trade deficit came down from $1.3 billion in 1966/67 to $300 million 
or less in 1970/71. Although this major reduction of the deficit reflects 
some growth in exports, it stems primarily from the decline in imports -
reflecting in turn a greatly reduced need to import food; the effect of the 
import substitution program; and also, to a degree, the restriction of . 
imports to the level imposed by foreign exchange shortages - a level which 
is not really sufficient for the country's development needs (paragraphs 
9.1 to 9.15; 9.49 to 9.62). 

10. At many points in the economic report, concern is expressed about 
the level of investment in the last two years. While growt~ in GNP has been 
at the rate of 5 to ~percent annually, much of this growth is due to the 
series of good agricultural years which followed the droughts of 1965/66 and 
1966/67. Investment is only now beginning to approach the proportion of GNP 
(14 percent) which it represented before the drought period. A significant 
factor in the sluggishness of investment has been the decline in net aid, 
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which has been even larger than the rise in domestic savings. Gross aid, 
particularly food aid, has declined and debt service has risen. Levels of 

. consumption in India are so low that it is difficult to maintain invest
ment, when resources are deficient, by making cuts elsewhere. (Paragraphs 
1.5 ff; 8.1 ff; 10.1 to 10.28.) 

11. 

1965/66 
1966/67 
1967/68 
1968/69 
1969/70 
1970/71 

1970/71 

Table I 

DEVELOPMENT ASSISTANCE TO INDIA - ALL SOURCES 

Gross and Net Aid Flows, 1965/66-1970/71 !/ 
{in U.S. $ millions) 

Gross Aid Of which 
(Disburse- Food Aid and Other Debt 

ments) Npn-Food PL480 Aid Service b 

1,623 518 1,105 315 
1,494 513 921 365 
1,575 523 1,052 444 
1,211 295 916 500 
1,201 296 911 550 
1,005 169 836 600 

925 165 76o 465 
(Consortiu.--n maraber s only) 

a/ Indian fiscal years (April 1 to March 31). 
b/ Amortization and interest. 

46o~/ 

£/ The figu1·e for net aid from the consortium for 1970/71 (h6o) is larger 
than ~~e net aid from all sources for the same year (405) because the 
net aid. f rom non-consortium sources is negative in that year. 

Source: Government of India 

Y Figures in this paragraph refer to development ass:Stance, vhich is 
separate from assistance made available in response to the refugee 
situation. 
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12. It should be further noted that gross aid is usable only 'Under a 
range of conditions attached by the creditors, while the bulk of debt service 
payments are in free foreign exchange. Debt service, and priority imports 
of goods for which aid is not available, preempt most of India's foreign ex
change earnings ; hence the importance to India of aid in freely usable 
forms. The economic report draws attention (paragraphs 10.37 to 10.40) to 
the need for such aid, particularly in the forms of non-project aid and 
finance to cover some of the local costs of projects. 

13. A comparison of aid conun:itments to India with those to other large 
countries is given in Table II below. On the average aid to India was on 
softer terms than aid to the other countries shown here in the years 
illustrated; the comparison is therefore made both in terms of per capita 
commitments and per capita grant equivalent. 

Table II 

COMMITMENTS OF OFFICIAL DEVELOP11ENT ASSISTANCE 

Annual averages for the calendar years 1967-69 
(All figures U.S. $ per capita) 

Country Comrni tmentsll Grant Equi va1ent1/ 1968 GNPY 

India 2.13 1.68 100 
!Thailand 3.20 2.18 1.50 
Mexico 3.59 1.01 530 
Pakistan 3.71 2.49 100 
Indonesia 3-74 2.36 100 
Brazil 4.32 2.55 250 

., 

1/ Source: OECD, DAC materials. The grant equivalent was calculated 
using a 10% discount rate. 

'Y Source: IBRD World Atlas. It should be noted that the figure for 
India overstates GNP per capita; the figures are based on 1964 
exchange rates, and at the rate of Rs 1.5 = $1.00 which has prevailed 
since 1966, India's GNP per capita was about $85 in 1968. 

South Asia Department 

October, 1971 



' PRICE, BUDGET AND CREDIT POLICY DEVELOPt1ENTS 

S.ilinmary 

Up tintii December pric~ s ~ere rising only moderately, despite 

budgetary and otHer pressures; during April ;; November 1971, wholesale-

prices ori average we:i.:-e 3. 8 percent h:i.gher than in the same period of 

Tne initial budget of the Central Government for 197li72 introduced 

in May bad a deficit o£ about Rs 2,3 billion to be financed by money 

This amount was not excessi-ve, but expenditures have in• 

creased beyond ekpectation because of the refugees, natural calamities, 

de.:ficits of State budgets, saiary increases and probably further 'by 

larger than budgeted derense outlays~ these pressures have been offset 

in part by very substantial additional revenue raising measures, tax 

revenues · in excess of budget estimates and probably some continuing 

shortfall in Plan expenditure. No reliable estimate at the moMent can 

be made of the budget outturn but the increase in money supply during 

the first eight months of 1971/72 resulting from financi4l transactions 

of th~ Center and the States was over Rs8~billion against about Rs 2~5 

billion in the same. period of 1970/71. A tentative estimate is that 

deficit financing had increased to Rs 9 billion by December 31. 

The Re~erve Bank 1 s· policy f,..r conunercial bank credit to the 

private sector during the current "busy season" (November ':" Apri~) ... is 

relatively liberal despite the public sector's large recourse to deficit 

financing. Since their nationalization in July 1969 the cmmnercial 

banks have m~de a strong effort to step up credit to priority and 

neglected sectors (mainly agriculture, small-scale industry and exports). 
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The share of these sectors,consequently has doubled to about 30 percent . 

of total commercial credit. Substantial r esult s have also been 

achieved in branch expansion and additional deposit mobilization. Term 

loans are only 10 to 15 percent of credits by commercial banks. The 

long term credit needs of industry increasingly have been covered by 

the term lending institutions which together in 1970/71 have financed 

one quarter of private fixed investment by industrial corporations. 



PRICES, BUDG ET fu~D CREDIT 

Price Deve lopments 

The last period of strongly rising. prices occurred in 1966 and 

1967 when because of lack of food supplies, the devaluation and other 

factors, wholesale prices rose by 12 and 15% respectively. In 1968/69 

the monthly average of wholesale prices fell by 1% and in 1969/70 and-

1970/71 there were rises of 3.7 and 5.5% respectively. 

This year, fears have been expressed of a new spurt in prices, 

especially because of budgetary problems, discussed below. However, 

during the first eight months of the current fiscal year ·(April -

November) the monthly average o~t- --~- ·.holesale prices has exceeded that of 

the corresponding period of 1970 by no more than 3.8%. Prices of 

food on the whole have risen little this year, but the monthly average 

for manufactures has gone up 8 - 9% compared with last year. 

On the cost side, scarcity of some basic raw materials since 

1970 has been a factor which has pushed up prices. It is difficult to 
.. 

measure the effect of wage raises on cost, but it appears that in some .. 
cases wage hikes in recent years have been exceeding increases in pro-

ductivity; this also should have had some effect on prices of manufactures. · 

Budgetary Prospects for 1971/72 

The budget of the Center for 1971/72, delayed until May 1971 because 

of the elections, included a heavy dose of additional taxation and the 

deficit of about Rs 2.3 billion to be financed by money creation was , not 

excessive. Pressures on the budget, however, have increased because 

of the mounting cost of refugee relief, military and related expenditcre, 
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national calamities, deficits of State budgets and higher salaries. The 

pressures have been relieved in part by further tax and other revenue 

raising measures, '\olindfalls from under estimates of tax revenue and 

probably continued shortfalls in Plan expenditure. 

Appropriations for expenditure on re.fugee relief have totalled 

Rs 3.6 billion (US $ 480 million). . Until recently the consensus was 

that the total budg~tary provision for refugee relief was too low, 

being about Rs 1.6 billion (US $ 220 million equivalent? below our 

estimate of the refugee costs through March 1972. There might now be 

a substantial reduction of requiremen ts if the bulk of the refugees 

return rapidly. No revised estimates are available at this moment. 

Similarly, no information is available on the overrun of military and 

related costs. National calamities (flood, drought and cyclone relief) 

are expected to require Rs 1.5 billion rather than the budget provision 

of Rs 0~5 billion, the States appear to be accumulating non-budgeted 

deficits of at least Rs 1,"5 billion (~vhich ultimately will have to be 

covered by the Center) and a recent round of salary adjustments will 

cost the Center Rs 155 million for the rest of 1971/72 and Rs 370 million 

over a full year. 

The total additional current revenue effort of the Center this 

year has been impressive. Including recent measures related to the 

emergency, the total for 1971/72 comes to Rs 3.85 billion, over 11 per-

cent of originally estimated tax revenue. Too low budgetary estimates 

of tax revenue are expected to produce another Rs 1.5 billion. 
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An e~ercise is underway to r eview ?lan expenditures; the mid-term 

Plan review, published in Dec ember, is considcr~d out-dated becaLse of the 

War and its aftcnna th. This review '"ill affect almost exclt;tsively outlays 

in the two remaining years of the Plan. For 1971/72, some over.:J.ll short

fall of expenditure in relation ·to targe ts appears likely, as in previous 

years. Some of the fundamental causes of underspending in the past 

(such as construction problems and lack of detailed project preparation) 

persist and in a few States Plan Gpending has been delayed (although on 

the whole only marginally) becaune of the r e fugee and emergency problems. 

Altogether, despite the substantial revenue raising efforts, 

public finances remain under considerable pressure and more generally 

paucity of dome stic financial resources will continue to be a major 

constraint in stepping up the development effort. The major indicator 

available on budge t trends during the year is the Re serve Bank's cal• 

culation of the total impact of Government finance on the money supply. 

Through November this had already exceeded Rs 8.5 billion ~gainet about 

Rs 2.5 billion in the same period of 1970/71. Prelimina~y estimates 

are that it reached Rs 9 billion by th2 end of December. 

Credit Deve lopments 

Credit extension by the commercial b~nks to the private sector 

flu~tuate s seasonally. During the "busy season" (November - April) 

when crops are harvested, credit expands, whereas in the "slack season" 

(May ~ October) there is a contraction. In r ecent years this credit 

cycle has become less pronounced because of the growing share of credit 

to the secondary and tertiary sectors, particularly to industries not 
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based on agricultural ra~ mat erials. 

In 1971 the changes in the cormnercial banks's liquidity position 

have been marked~ At the he ight of the busy season in February, many 

banks got in a very tight liquidity situation, reflected in a rise of 

call money rates to 12 - 13%~ This squeeze was in part the result of 

the policies of RBI. In 1970 it gradually raised the banks' obligatory 

investments in Government and similar bonds and in the light of an in-

creasing upward pressure on prices in January 1971 it increased the 

bank rate from 5 to 6% and raised further the banks' liquidity require-

rnents-. S·::: l cctive credit controls for individual commodities also \-7ere 

applied. By contrast, bank liquidity improved strongly towards the end 

of the 1971 slack s eason (in October 1971) with call money rates dmm 

to 4% and less·. Contributing factors had been, in addition to the 

normal s easonal trends, a rapid rise in bank deposit~ and some slack 

in credit demand from large and medium scale industries related to 
\ 

their sluggish output pe rformance. 

Trends in credit to the privat2 s ector in the current busy season 

deserve special attention against the background of the public sector's 

large recourse to deficit financing caused by the budget constraints 

mention2d above. The central bank has to steer a middle course bet·-

ween extending private credit liberally, thus fuelling inflationary 
. . 

pressures, and applying strongly the credit brake which seems undesirable 

against the background of the recent slack in industrial output. The 

busy s eason ~olicy announc ed by RBI in November provides for meeting all 

legitimate credit requirements of the private sector. It remains to be 

· ~.: 
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seen wheth~r RBI wi ll be a~ l 8 to con tinue this relatively liberal policy 

when the seasonal peak dGmand for private credit will be reached in the 

near future. In a situation such as India where the banking habit is 

spreading rapidly and deposits arc incre~sing in ;--2lation to total 

money supply the reliance on liquidity ratios as the main control device 

over credit expansion may not be adequate under present circum3tances. 

In addition to these current trends, some basic changes in the 

conunercial banks' policies since their nationalization in July 1969 

deserve mentioning. First, a strong effort has been made to step up 

credit to the so-called priority and neglected sectors. The forme~ 

includes lending, in part at concessionary rates, to agriculture, small

scale industry (particularly in backward areas) and exports, and the 

latter to road transport operators, r e tail trad2, small business, pro-

fessional and self- employed persons and students. This policy has 

resulted in a rise of th~ share of credit to the se sectors in total 

bank advances to about 30% at present, about twice the share at the 

time of nationalization. Food procurement advances a~ the latest 

seasonal peak (in July) accounted for another 9%. It is too early to 

assess the effect of these change s on the repayment performance of 

borrowers, although for the new loans to agriculturists substantial 

arreat" s are knmro to be occurring. 

A second line of policy pursued since nationalization is the 

strong push of branch expansion, especially in hitherto unbanked centers, 

and r.elated to this the e fforts at additional deposit mobilization. 

During July 1969 to June 1971 the number of ne1;.: offices opened by the 

.. 
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State Bank of India, i t s subsidiaries and the 14 nationalized banks was 

3,250, an increase of almost one-half. Addit ional deposit mobilization 

equally had achieved substantial r~ sults although much r emains to be done 

in spreading further the banking habit. The r2pid branch expansion has 

compounded the probl ems of management and administ~ation of the nationa

lized banks and put pressure ... as yet within acceptable limits - on 

profitability. 

The connncrcial banks traditionally have been financing largely 

.short term. Term loans have be~n encouraged since nation.alization, 

but this has changed the picture only at the margin. Term loans to large 

and medium scal e industries still are no more than about one-tenth of 

total credits to this sector; for the small-scale sector the percentage 

now is over 15. 

are rolled over. 

However, short t e rm ·loans to industry in fact often 

The long t enn credit needs o.f indust!'y increasing~y have been 

cover ed by the term l ending institutions (IDBI, IFCI, ICICI, State 

Financial Corporations and State Industrial Deve lopment Corpor2.tions) 

which toge ther i n 1970/71 have financ ed an estimated 25% of total fixed 

private corporate indust r ial investment. The narket for shares and 

debGntures has remcincd narrow in r ecent yea r s; securities preponderant

ly a r e held by i n stitutional investors, including the Life Insurance 

Corporation (LIC), Unit Trust of India (UTI), provident funds and 

comme rcial b~nks. Although the profit situation of the corporate 

sector ~n the whole has improved, the stock market and new issue 

activity have been depre ssed in recent months because of the border 
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t ens ions and some of the Government's polici~s aimecl at curbing the 

role "of the private sector. With the favor~b l e outcome of the War the 

stock market has become more bullish. 



Imports and Exports 

One of the more striking developments over the past four years 
was the sharp reduction in the trade deficit. Frotn over $ 1 billion 
in the mid-sixtie~ it dropped to less than$ 200 million in . l970/71. 
Broadly, this improvetnent has been due about equally to lower imports 
and higher exports. T i s 
t e · · h 
Along with 
step-up in import activity which partly reflects shortages 
from under-importing 
Thus this year ~t~~~~~~~~~~~~~~~~~~~~~~~~ 

forei 
domestic production 

rowth of Indi t 

The big change in the import picture since the mid-sixties has 
been the decline of foc.dgrain imports. In 1966/67, 10 million tons of 
grain had to be imported at a value of nearly $ 900 million to meet 
India 1s needs arising from successive monsoon failures. Five years 
later, ·vrith four good harvests in a row and the fruits of the Green 
Revolution to show, grain imports were down to 5 million tons and less 
than $ 500 million. This year they will be lower again despite the 
extra consumption of the refugees. 

Non-foo tter wore actually 
ower than i half and between 1966 67 and 71 they 

increased sc::~_rcely at all. Partly this was the consequence of India's 
basic import policy, vlhich for many years has decreed that no item 
may be imported -which is available domestically. As industrial 
capacity has expanued import demand hns been suppressed; thus, 
consumer goods imports other than food are now negligible, while even 
capital goods imports in 1970/71 1-.rore only $ 254 million, 11 per cent 
of the total. But the stagnancy in non-food imports waa principally 
the result of falli.nt; aid availabilities on tho one handT accompanied 
by government efforts to strengthen the foreign exchange position on 
·the other. Since all imports are subject to licence, it was not 
difficult to hold back import demand. 

the industrial sector · 
attr· o · ado uate im ort leve s. A though the aid position 
did deteriorate, 1ve believe that the government "tvas excessively 
cautious in its licensing of imports, particularly in 1969/70 -vmen 
non-food imports fell by 16 per cent and overall reserves "\vould have 
reached comfortable levels (over 40% of non-food imports) even if 
imports had been considerably higher. In 1~70/71 government belatedly 
responded to the raw m!lterial shortages in the economy by stepping 

' up license issuance very subs~~ntially. Non-foo · orts ·n 
six months of the current year were nearl 30 er cent higher than 
las rge exten the result of this more liberal 
licensing; however, is accounted for by supplies for the 



refugees and. la1·gcr than usual military imports. Y 
lTe have commo:1ted in r ecent economic r e: ports on the basic import 

3.nd have sugt~ested that the present system of total prohibi
dome s+i cally produced items and administrati ve allacntioR of 

or~"3 i n e o·ressively re laced by one w · '"' ld 
~ay a prime raJ e._. (The barm ng o.f cert~1n imports, particularly 
lux~ consumer goods, might continue to be justified on foreign 
exchange grounds - though even this is questionable when domestic 
production of -the particular items is permitted with high costs and 
high profit mrgins). The use of tariffs as a protective device in 
place of the absolute protection provided at present would introduce 
a much nueded element of competitiveness into industry; by giving the 
purchaser a choice between foreign and domestic procurement the 
present numerous delays in project implementation would be reduced -
items which are supposed to be available locally often are not; and 
perhaps ~s a by-product there would be a greater concern in industr.y 
and government for the economics of new undertakings. Further, -there 
is reason to believe that the allocation of foreign exchange by the 
market mechanism would be a more efficient way of distributing this 
scarce resource than the present cumbersome licensing system. 

· Naturally, there are powerful interest groups in government and 
industry who would oppose any such n1ove, and there is no early pros
pect for it. It would receive more support in government if there 
were grvator assurance vlith r egard to aid prospects, since dismantling 
the licensing system would certainly mean greater risks for the 
external rese:rves. There would be some practical difficulties in 
changing over to an effective tariff system, but these should not be 

The GOI has not, ~f course, bee~ willing to provide specific data 
- on defence imports and since the:>r m~stly come from the Soviet 

tJnicn they are imbedded in the "rupee bloc11 <lCCGUntS and prcbably . 
largely are not recorded in the published impurt st0.tistics. India 1s 
reccrded trade surplus with the rupee bloc in 1970/71 was 
$ 180.5 million and neg1.tive aid flows $ 46.8 millic;n. The differ
ence (about $ 134 million) w·ns probably used to pay for military 
equipment to the amount of at least $ 60 million. The remaining 
$ 74 million ~~y r~ve bGen used t o settle Indiats negative position 
carried over fr cm previous yours although firm information on t his 
point ms not been obtained. The ttrupoe bloc11 is a group of 
ccuntries embracing most of Eastern Europe as well as the USSR 
with which India conducts her f oreign trade and payments on a 

-bilateral account bn.sis without provision for the settlement of 
balances in convertible currency. 

- ~-



overwhelming. One would be deciding in the absence of an uJ:change 
rate adjustment that \"iculd more accurately equate the internal and 
external purchasing puwer uf the rupeo by how much tariffs wc.,uld 
need to be raised so as to keep total imports within permissible 
bounds; another is that some administrative controls over imports 
would have to be retained as lung as the restrictiGns on tho use of 
most aid credits, which this year Hill still cover over one third of 
total impc.rts, continue. 

India's exports in the 196Qts grow at o!- per cent por annum on 
average or about tho same as the growth in her national income. This 
W-"lS only about half the rate achieved by all rue's, yet it was still 
a welccmo contr~st to the total stagnation or the 1950 1s. In the 
earlier decade exports had boen neglected by the planners, but start
ing with the Third Plan in 1961/62 they beg3.n ·to receive some priority. 
After expanding rapidly thrcugh 1964/65, there was then a decline 
caused by (i) the inadequacy of the special expvrt incentives in the 
face of an increasingly over-valued currency, (ii) the poor harvests 
of 1965 and 1~:366 and (iii) when it came in June 1966, the immediate 
impact of devaluation: a large numb(.r of expert products were actually 
worse off after it thnn beiorf~ ovring t o the abolitic~n of all earlier 
incentives -v1hile few wore positively benefitted, and also there was a 
temporary disruption of trade with the Soviet bloc. It was not until 
1968/69, after new incentives had been introduced, that exports 
exceeded their 1964/65 peak. · 

In the first two years of the Fourth Plan average export gro-vlth 
has been 6 per cent. This looks quite enc0uraging v;hen seen against 
the Plan target cf 7 per cent growth p.a., th8ugh it is a f2.r cry 
from the approximately 15 per cent aver~ge growth achieved by all LDC's 
over the same period. 1/ Figures for the first seven months of the 
current ye J.r shcYv1 a· 7 per cent increase over the same pericd last year. 
UnfortunatGly, however, a GOod deal of this ye ::1r 1s growth .is accounted 
for by tho sharp recovery of jute textiles 011ing to the disruption of 
SU;?plies frc~m East Bengal, which th~)ugh still the large~ 6Xport item 
had been lnnt~uishing f or several years previously. 

·y India 1 s exports increased by 3.9 per cent in 1969/70 and 8.6 
per cent 1n 1970/71 (in fact somovrhat le .S -9 ·because of changes 
in the method of statistical compilation) ,; LDC 1s (excluding 
oil exporters) exports grew by 14 .4 per cent in 1969 and 
16.2 per cent in 1970. A mitigating factcr in India's favor ·· 
is the fact that the domestic value added content of hor 
exports is relatively high (probably 85-90 p6r cent) and thus 
a l ower rate of grcwth of exports means a gr eater improvement 
in the trade balance than would be tho cas~ for such economies 
as South Korea and Taiwan. 

-"I 
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Taking account of the fact that jute textiles will almost 
certainly drop heavily when the East Bengal jute mills return to normal 
production and 1taving reviewed the prospects of the other main export 
items, HO consider it unlikely that -the Plan target for 197'3/74 can be 
met. Furthermore, we believe 1t will require a bas· c shift in olicios 
that wc·uld o e e in us "i sec or of the ocono if er 
cent ro trend, probably the minimum that India will need, 

· achieved in the r a whole. 

India has the not unusual problem of a large.proportion of its 
exports - 50 per cent plus - facing stagnation or slow expansion at 
best, with the consequence that the remaining items have to grow 
extremely fast if targets are to be met. Tho government has made very 
considerable efforts in the past few years to encourage the latter, 
and there have been some successes to show. The outstanding one is 
that of engineering go c..ds, exports of which rose by over $ 100 million 
over the past three years; some other ~~nufactured items have also 
none well. The market poten · ma industrial ks 
excellent, et ex it the extent o - 20 

growth at doubtfu • 

Most manufactures receive export subsidies and there are various 
other forms of assist~nce including some access to imported components 
and raw materials which would othervri.se be banned. Given the high cost 
structure of industry and thu highly restrictive import policy, such 
measures are necessary and desirable. But they tend to be rather ad 
hoc resulting in a variety of effective export rates (starting from 
around Rs 10 to the dollar and on up), so that from the viewpoint of 

. India ts comparative advantage some items aru getting too little heip 
and others too much; and they involve a vThole array of time-consuming 
procedures. An adequate devaluation would probably be better than the 
present arrangements. Nevertheless, export assistance caq be mn.de to 
work more efficiently, and the levels of assistance can be raised to 
offset the high profits of selling domestically as need~ be. Basically, 
however, is needed for the lon er term is a more 'o en t • us trial 

· o ll resent 1d th irn ort 

exports in last two or three years, 
it is still verJ rare for firms to expand specifically in order to take 
up export opportunities; although thore is a greater awareness of · 
export opportunities, exporting continues to be seen primarily as a 
means of using up spare capacity or of obtaining favors from the govern
ment. Present export policies go some way to-vrards neutralising the 
inimical impact on exports of other policies; but in terms of fostering 
a really thriving export sector t~ey are no substitute for more 
fundamental changes. 

/ 



Foreign Private Investment 

India has A.n impressive reco1 ... d of frcGly allowing remittance 
of profits and di vidends even during poriods of serious strain on 
thG bal ance of pa~tments. There is hm.;ove~ w,-,tle tg sngges+ +hnt 
new forei · · ~ t is · · ' In contrast 
to some countries in this r egion such as IndonesL~, the Indi~1 / 
govornment does not extend to foreignu::s incentives, which are not \ 
also given to domestic investors. FurthGrmore there are considerable 
restrictions both on the amount and directio~ of investment- It is 
equ:1lly clE~ar on the other hnnd th~t the foreign investors attitude 
to India is at best lukev.rarm. 1/ Apart from iron ore from 'Hhich 
foreign investors are excluded-;- India has no grer t. natnraJ resource§ 
which might attract forej gn capital, vJhile ~the field of manll.facturing 
the ma· · dustrics are reserved for the ublic soc r. In sectors 
where private enterprise and foreign capi~al is allowed, the attrac-

.,tiveness of low cost l g,h q nr and r J ,':lrP'e intornal market are often 
seen to be out-wei .. hed h the time Q.P in ~stem of controls. It 
is not surprising therefore that in recent ears een a 
downward trend in the inflow of forelP'n capital. 

Outstanding foreign private investment has increased from 
$ 553 million in 1~50/51 to $ 1577 mil lion in 1968. 2/ From 1964/65 
to 1967/68, the r-;ross infloH averaged n,round ~; 180 million annually. 
Judging from the size and number of new investmont proposals which 
have been approvud, it would appear that the inflow in the last 
three years hn,s been even smal l er still. Of total foreign invest~ent 
the United Kingdom accounts f or somewhat over half, and it is still 
one of the largest source of new funds. The U .. S., J .1.pan and Germ3:ny 
(in that order) are the next , most important. Nearly half of the 
total outstanding is in manufacturing; petrole~m accounts for 
17 per cent. ~/ 

,. 

]} The Abs Hission which came out from 1~est Germany to examine 
the prospects of investing in India was fairly critical of 
India's prospects and policies. 

- ~ 

'ij Complete information for the years after 1~·68 is not 
available. 

~/ For more details see attached tables. 

• -( ... 



New foreign invostm.l-;nt is permitted only in certain industries 
where there are considered to be technological or large production 
gaps. Expansion of existing foreign majority companies is also 
controlled, as these companies arc subject to the same restrictions as 
the I~1.rger Houses, irrespective of tho size of the unit. As in the 
case of Larger Houses, those companies can enter the middle sector 
(involving investment of ~) 1.4 million to $ 7 million) provided they 
are prepared to locate in a backward aren. or to undertake a commitment 
to export at least 60 per cent of the production of the new unit. 
When the indust~ in question is reserved for the small sector 
($ 1.4 million or less) export commitment is ~s high as 75%. In 
addition to enforcing such commitments to export prior to gr3.nting 
approval for exp9.nsion, the GOI has substt'lr..tinlly eliminated export 
restriction clauses on new or renewed collaboration agreements. !/ 

granting approval to schemes for exp~nsion, w.1ch is designed to 
dilute the foreign holding, such companies are normally required to 
r:1E..ke a public equity issue in the Indian market irrespective of tte 
need for funds. One· serious consequence of this is that companies 
have difficulty in disposing of their internally generated funds for 
the purpose of ne1-1 investment, and hence high dividends and capital 
repatriation are likely to become increasingly common~ 

y Between 1961 ... 65, 41 per cent of the collaboration agreements 
had export restriction clauses. 

/ 
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Long Term Foreign ?rivo.te Invest~ent Inflow - by Type 

($ million) 

·---· ------~-JJ 

1964/65 1965/66 • 1966/67 l 

1)irec t IP.xes tmen t - ----·-------
Brr.:.nches 

Foreign Controlled liupee 
Compa.Yl:ies Y 

0 ther Cs pi tci.l 

Gross 
Inflow 

93.0 

Equity 4·4 
Securities 0.8 

~ LoDnS 53.3 
· Suppliers Credit 64.9 

Total Direct oo other cJpital 216.4 

Net 
Inflow 

- 3.2 

92.6 

3.6 
0.8 

46.6 
30.7 . 

171.1 

.. 
Gross Net Gross Net 
Inflow Jnflow Inflow Inflow 

38.0 - 3.6 

32-3 31.9 29.5 28.5 

5.0 

33-4 
65.7 -

136.4 

" 

I 

1967/68 

Gross Net 
Inflow Inflow 

- 8.8 

32 .j 31.1 

1./ The rupee figures for 1966/67 were converted at the rate of~ 1 = Rs 7.5; since up till June 1966 the exchange 
r ate w.s..s ~ 1 ·= Es 4.76, the dollar fit-ures shown here for 1966/67 are somewhat uJiderst <.; ted. 

y Invested earnings in the four years amounted to ~ 42.8 million, ~ 39.4 million, $ 19.9 million and $ 24.3 
million ~espectively. 

Source: · lie serve Bank J,Ion thly Bulletin }:larch 1971. 
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Long 'l1erm Foreign Private Investment by Country of Origin and Purpose 1 

Outstanding as of March 1968 

---------·----__..($million)~ 
... 

Pls.ntations ~~ining Petroleum :iVI<wufacturing 5ervic;es .All Sectors 

-· 

U.K. 161.3 8.4 141-3 371.3 151.. 6 834.0 
I 

116.3. 263.5 U.S.A. 0.1 -· 93-3 53·9 
Ju:tJ[.n - - 2.8 60.4. 45 .. 9 . 109.1 
West Germany - - - 43.2 51.7 94·9 
France - 1.& 2.0 19-5 38.8 61. 9· 

Italy - - 20 •. 0 33-2 0.3 53·5 
Switzerland 1.5 - - 34-0 2.7 38.1 

Other ' 0.4 1.1 2.4 97.2 20.7 121.7 

All countries 163.3 11.0 261.8 775.1 365.5 1576.7 

1/ Converted at the rate of ~ 1 = Rs 7.5 

Source: Reserve Bank Monthly Bulletin m~rch 1971 
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