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DATE 

Sept. 29 
Fri. 

Sept. 30 
Sat. 

Oct. 1 
Sun. 

Oct. 2:.6 

Oct. 5 
Thurs. 

Oct. 7 
Sat. 

Oct. 8 
Sun. 

Oct. 9 
Mon. 

Oct. 10 
Tues. 

VISIT TO 

TIME GMT 

1750 2150 
1910 ' 2310 
2045 0045 

0905 0805 
1110 1010 

0110 1940 . 

1630-1700 

0840 
0950 

1220 
1330 
2000 

0930 
1030 
1130 

1230 
1300 
1515 

1700 
2000 

1000 
1130 
1230 
1500 
1510 
1530 
1530 
1605 
1700 
1745 
1805 
1815 

1910 
1940 
2030 

INDIA and SRI ·LANKA, Sept. 29-0ct. 

Depart Washington (Dulles) 
Arrive New York (JFK) 
Depart New York (JFK) 

Arrive Frankfurt 
Depart Frankfurt 

Arrive Delhi 

Ford Foundation 

Call on President of India 

De.part Delhi. 
Arrive Sri~agar 

Depart Sri~agar 
Arrive Delhi 

14, 1978 

Informal dinner hosted by Mr. Kraske 
(pending final arr~ngements on Srin:agar 
return) 

Minister for Industry 
Minister for Petroleum and Chemicals 
Minister for Commerce, Civil Supplies 

and Cooperation 
Prime Minister 
Lunch hosted by Prime Minister 
Representatives of Fecile~ation of Indian Chambers 

o~ Conune·rce and · Industry - : 
Deputy Chairman, Planning Coxmnissi9n -·. 
Dinner hosted by · F.in~nce ··Min·i~t:et - ·an4 · Mi.$s. ·'Patel 

Finance Minister 

REMARKS 

PA066 B707· nonstop · 

PA066 B747 nonstop 

PA002 B747 Tehran 
2000/2120 

Oberoi Intercon
tinental 

·: TC425 B737 

-IC426 B737 

Ashoka Hotel 

Minister for Agriculture and-~-'Irrigai;lon. ·· 
Depart for : Baroda by special pl. cine :>:= . Box lunch on plane 
Arrive Barbda 
Depart Baroda for Jalodra Village · ,. By helicopter 
Arrive Jalodra Village 
Briefirig on agricultural field ·visit~ 
Visit to fields 
Meeting with farmers 
Depart for Baroda By helicopter 
Arrive Guj a rat State Fertilizer Company,:· Baroda 
Chief Minister of Gujarat and other senior 

officials 
Depart for Anand 
Arrive Anand 
Dinner hosted by Dr. and Mrs. V. Kurien 

By car 



DATE 

Oct. 11 
Wed. 

Oct. 12 
Thurs. 

Oct. 13 
Fri. 

Oct. 14 
Sat. 

TIME 

. 0600 

0730 
0745 
0845 
0930 
1000 

1100 
1115 
1200 
1230 
1330 
1400 
1410 

1510 
1515 
1745 
1815 

2000 

0830 
0910 
1110 

1300 
1500 
1730 
1830 
1930 

0800 
0845 
0900 
1000 

1100 

1200 
1230 

1400 

1420 

1600 
1700 
1730 
1930 
2330 

GMT 

0135 2005 
0935 0935 
1130 1130 
1450 

Visit village milk producers' cooperative 
societies 

Visit veterinary section of Amul Dairy 
Breakfast 
Visit Amul Dairy 
Visit Amul Jersey Farm 
Visit cattle feed factory and artificial 

insemination center 
Drive to National Dairy Development Board 
Visit NDDB facilities 
Discussions with NDDB staff 
Lunch 
Depart for Baroda 
Arrive Baroda 
Depart for Bombay 

Arrive Bombay 
Visit urban development projects in Bombay 
Arrive Tajmahal Hotel 
Meet with Arvind Mafatlal and Manibhai Desai 

to discuss rural development 
Dinner hosted by Governor, Reserve Bank of India 

Governor of Maharashtra 

REMARKS 

By car 

Indian Air Force 
plane 

Chief Minister and state officers at the Mantralaya 
Governor, Reserve Bank of India and representa-

tives of financial institutions 
Lunch hosted by Chief Minister of Maharashtra 
Depart for Colombo 
Arrive Colombo 
Finance Minister Ronnie de Mel 
Dinner hosted by President Jayewardene 

By special plane 
Intercontinental 

President's House 

Briefing on Mahaweli Ganga Development Program Central Bank Ceylon 
Depart for Army Grounds 
Depart Army Grounds--fly over Kotmale By helicopter 
Arrive Dickoya Sports Club Grounds--brief 

inspection Tea Rehab. area at Maskeliya and 
meet w/planters and estate work force 

Depart Dickoya--fly over Polgol1a, Victoria, By helicopter 
Randenigalla, Maduru Oya and Polonnaruwa 

Arrive Anuradhapura 
Lunch hosted by Mr. Gamin! Dissanayake, Minister Miridiya Hotel 

of Land, Land Development & Mahaweli Develop-
men·t 

Depart Anuradhapura for Maha Illupallama By helicopter 
Research Station 

Visit homesteads in IDA-assisted Mahaweli Ganga By car 
Development Project II 

Depart Maha Illupallama By helicopter 
Arrive Colombo (Army Grounds) 
Arrive Hotel 
Dinner hosted by MinFin Ronnie de Mel Intercontinental 
Depart Hotel for Katunayake Int'l Airport 

Depart Colombo 
Arrive London 
Depart London 
Arrive Washington (Dulles ·· 

BA034 VClO Damascus 
0450/0535 

BA191 B747 

CKW 
September 28, 1978 I 

_) 
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Mr. Robert s. McNamara, 
President, World Bank. 

Mrs. McNamara. 

Mr. D. Hopper, 1/> / 
Vice-President, South Asia, 
World Bank. 

Mr. D. Clark, ? lJ V 
Vice- President, 
External Relations, 
World Bank. 

Mr. B. Alisbah, 
Director, 
Western Mrica Country 
Programmes Deptt. 
Word Bank • 

Mr. K. Weser, 
Special Assistant to 
Mr. McNamara. 

Stay at 
Ashoka. Hotel, 
Delhi; 

Amul Guest 
House, Anand 

and 
Taj Mahal Hotel, 
Bombay. 
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MINISTRY OF FINANCE 
DEPARTMENT OF ECONOMIC AFFAffiS 

Dr. M.D. Godbole, 
Joint Secretary. 

Mr. R. Swam.inathan, 
Director. 

~ 

Mr. A.K. Jain, 
Under Secretary. 

Telephone Numbers 
Office Residence 

372817 387285 

376744 385838 

372882 662577 

PR<YrOCOL 

Mr. Surendar Singh, 376724 226882 
Protocol and 
Hspitality Officer. 

Mr. T. S. Ahluwalia, 376724 
Liaison Cl'ficer. 

. ._.,.. 

13 

Thursday, October 12, 1978 

Hrs. 
0800 Interviews. 

0830 Leave for Raj Bhavan. 

0840- Call on Governor of Maharashtra. 
0900 

0910- Meeting with Chief Minister 
1100 Maharashtra at Mantrayalaya 

followed by discussions regarding 
Urban problems, World Bank 
Projects and Employment Guarantee 
Scheme. 

1110- Meeting with Governor, 
1245 RBI and representatives 

of· financial institutions. 

1300- Lunch by Chief Minister, 
1400 ldaharashtr~ 

1415 Departure for Airport. 

1500 Leave Bombay for Colombo by 
lAF Plane. 

~~ -~ 
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Wednesday, October 11, 1978 (Contd.) 

1435- Briefing at Santacruz Airport 
1500 regarding Urban problems .• 

1500- Visit to Urban Development 
17 30 Programmes. 

1745 Arrival at Hotel Taj Mahal 

1815- Interviews. 
1900 

2015 Dinner by Governor, RBI • 

Hrs. 
0110 

5 

Sunday, October 1, 1978 

Arrive Delhi by PAN AM 2. 



• 

Hrs. 
1630 

6 

Thursday, October 5, 1978 

Call on the President
Rashtrapati Bhavan 
(Mrs. McNamara will also accompany) 

1 • 

11 

Wednesday. October 11', 197 8 

.lhL 
0600- Visit to Primary Village Milk 
0815 Producers Society to study milk 

collection and visit to Veterinary 
Section. 

0815- Breakfast. 
0915 

0915- Visit to Amul Dairy. 
1015 

1015- Visit to AI Centre. 
1130 

1130- Lunch 
1215 

1215 Departure for Baroda by Car. 

13 00 Arrive Baroda. 

1310 Leave Baroda for Bombay by IAF 
Plane. 

1430 Arrive Bombay. 
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Tuesday, October 10, 1978 (Contd.) 

1705 Arrive GSFC Baroda. 

1715- Meeting with Chief Minister and 
1805 senior officials. 

1810 Departure for Anand by Car. 

2000 Arrive Anand after visiting Dairy 
Cooperative Societies on route. 

2030 Dinner,.m~r. V. Kurten, Chairman, 
Nationllt]>~velopment lftltrY Board 
(NDDB) and Mrs. Kurten. 

7 

~October 9, 1978 

""'~ ~-
Hrs. 
0930 Meeting with Sbri G. Femandes, 

Minister for Industry 
(Room No.155, Gate No. 11, 
Udyog Bhavan). 

1030 Meeting with Sbri H. N. Babuguna, 
Minister for Petroleum, Chemicals and 
Fertilizers (Room No. 201, A-Wing, 
Shastri Bhavan). 

1130 Meeting with Shri Mohan Dbaria, 
Minister for Commerce 
(Room No. 146, Gate No. 14, · 
Udyog Bhavan. 

1230 Call on the Prime Minister. 
(1 - Safdarjang Road). 

1300 Lunch by Prime Minister 
(1 - Safdarjang Road). 

1500 Meeting with Dr. D. T. Lakdawala, 
Deputy Chairman 
Planning Commission, 
(Room No. 130, Yojana Bhavan) • 

. ~·., 
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Monday, October 9, 1978 (Contd.) 

1600 
to 

1730 

2000 

Meeting with Representatives of 
Federation of Indian Chambers of 
Commerce and Industry 
(Federation House, Tansen Marg). 

Dinner by Shri H. M. Patel, 
Finance Minister and Miss Patel 
(Room No. 479, Ashoka Hotel). 

9 

Tues_da;r, October 10, 1978 

rs. 
0900 Meeting with Shri S. S. Barnala, 

Minister for Agriculture & Irrigation 
(11, Race Course Road). r _ • ,.,,· .. ~ 
iZ~ No.h . .o, ~~~ . t. 1 ~..w ~ 

1000 Meeting with Shri H. M. Patel, 

1 
1)-r;,.}J Finance Minister 

, (~ Akbar Road). 
, ll:i ... ~'f . . 
11 r f t-. ·n "?' J..r.--... A 
1130 Leave for Baro'tta by IAF Plane. 

Lunch on board. 

1400 Arrive Baroda Airport. 

1410 Leave Baroda Airport for Jalodra 
village by helicopter. 

1435 Arrive J alodra Village. 

1435- Briefing about development programme, 
1640 visit to fields and meeting with 

farmers • 

1640 Leave for Gujarat State Fertilizer 
Company (GSFC), Baroda by 
helicopter. 



jbursday, October 5 

4:30 p.m. -
5:00 

MOnday, October 9 

9:30 a.m. 

10:30 a.m. 

11:30 a.m. 

12:30 p.m. 

1:00 p.m. 

3:15 p.m. -
4:45 p.m. 

5:00 p.m. 

8:00 p.m •. 

September 26, 1978 

REVISED ITINERARY 

Call on the President of India 

Meeting with the Minister .for Industry 

Meeting with the Minister for Petroleum and Chemicals 

Meeting with the Minister for Commerce, Civil Supplies 
and Cooperation 

Meeting with Prime Minister 

Lunch hosted by Prime Minister 

Meeting with representatives of the Federation of 
Indian Chambers of Commerce and Industry 

Meeting with Deputy Chairman, Planning Commission 

Dinner hosted by Finance Minister and Miss Patel 

Tuesday, October 10 

10:00 a.m. 

11:30 a.m. 

12:30 p.m. 

3:00 p.m. 

3:10 p.m. -

3:30 p.m. -

3:30p.m. -
4:00p.m. 

4:05p.m. -
5:00p.m. 

Meeting with the Finance Minister 

Meeting with the Minister for .Agriculture and Irrigation 

Leave for Baroda by special plane (box lunch on plane) 

Arrive Baroda 

Leave Baroda by helicopter for Jalodra Village 

Arrive Jalodra Village 

Briefing on agricultural field visits 

Visit to fields. 



October 10 (Contd.) 

5:.00 p.m. -
5:45 p.m. 

S:45 p.m. -

6: OS p.m. -

6:15 p.m. -

7:10 p.m. -

7:40 p.m. -

8:30 p.m. -

- 2 -

Meeting with farmers 

Leave for Baroda by helicopter 

Land at Gujarat State Fertilizer Company, Baroda 

Meeting with Chief Minister of Gujarat and other 
senior officials 

Departure for Anand by car 

Arrive Anand 

Dinner hosted by Dr. V. Kurien and Mrs. Kurien 

Wednesday, October 11 

6:00 a.m. -

7:30 a.m. -

7:45 a .ui. -

8:45 a.m. -

9:30 a.m. -

10:00 a.m. -

11:00 a.m. -

11:15 a.m. -

12:00 noon -

12:30 p.m. -

1:30 p.m. -

2:00 p.m. -

2:10 p.m. -

3:10 p.m. -

3:15p.m. -
5:30 p.m. 

Visit to village milk producers' cooperative societies 
to view milk collection procedures 

Visit to veterinary section of Amul Dairy 

Breakfast 

Visit to Amul Dairy 

Visit to Amul Jersey Farm 

Visit to cattle feed factory and artificial 
insemination center 

Drive to National Dairy Development Board 

Visit NDDB facilities 

Discussions with NDDB staff 

Lunch 

Departure for Baroda (by car) 

~Arrive Baroda 

Leave for Bombay by Indian Air Force plane 

Arrive Bombay 
.. 

Visit to urban development projects in Bombay 



October 11 (Contd.) 

5:45p.m. -

6&15 p.m. -
1:30 p.m. 

8:00p.m. -

- 3 -

Arrive Tajmahal Hotel 

Meeting with Arvind Maf atlal and Manibhai Desai to 
discuss rural development 

Dinner hosted by Governor, Reserve Bank of India 

Thursday, October 12 

8: 30 ·a.m. - ' 
9:00 a.m. 

9:10 a.m. 
11:00 a.m. 

11:10 a.m. -
12:45 p.m. 

1:00 p.m. 

3:00 p.m. 

Meeting with Governor of Maharashtra 

Meeting with Chief Minister and state officers at 
the Mantralaya 

Meeting with Governor, Reserve Bank of India and 
representatives of financial institutions 

Lunch hosted by Chief Minister of Maharashtra 

Leave for Colombo by special plane. 





PRESS STATEMENT 

1. I would like to begin by expressing my thanks to the Government 

of India for once again extending their hospitality to Mrs. McNamara and 

myself. 

2. This is my fifth trip to India as President of the World Bank. 

Ten years ago I undertook my first mission to India soon af~er becoming 

President of the Bank. These past 10 years have brought remarkable changes 

-- changes in the world development scene in general and in India and the 

World Bank in particular. 

3. In India, a major transformation has taken place. Foodgrain and 

foreign exchange reserves, in serious shortage in the late 1960s and early 

1970s, are now strong. The 1975/76 foodgrain crop reached record levels, 

and signs are promising for an equally good harvest this year. Moreover, 

industrial output has increased on average by 7% a year in 1975-78, as 

compared to 3% per annum in the five preceding years. The overall resource 

position in India, then, is exceptionally strong, and provides a sound basis 

for further expansion of the development effort. 

4. The World Bank has also undergone major changes in the past 10 years. 

The Bank Group's global lending in fiscal year 1968, when I first visited 

India as the Bank's President, was US$953 million, with India receiving 

approximately US$25 million in assistance from the Bank Group. In fiscal 

year 1978, the Bank and the International Development Association committed 

a total of nearly US$8.5 billion. Of this total, India received nearly US$1.3 

billion. Over all these years, we in the Bank have been proud to oe associated 

with India's development effort as India is not only a great nation in and of 

itself, but is also a hallmark to the rest of the world of the prospects for 

the developing countries. 



r 

r 

- 2 -

s. In closing, I would like to express my sincere concern for those 

of your countrymen who have so deeply suffered the vagaries of nature this 

year. The cyclones and floods that have struck India over the year have 

been particularly cruel. I am confident, however, that, as in the past, 

the Indian people will .amaze us all with their resilience and strength of 

purpose in the face of difficulty. 

Thank you. 
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PEOPLE 

Although India occupies only 2.4 
percent~ world's land area, it 
support 14 ercent of the world's 
populatio . nly the People's Repub
lic of China has a larger population. 

Two major ethnic strains predomi
nate in India, the Aryan in the north 
and the Dravidian iiithe south, al
though the lmes between them are 
blurred. An aboriginal, tribal popula
tion lives largely in the central forests 
and mountains; some Mongoloid 

PROFILE 

People ~ 

POPULATION~illion (1977 est.); 
urban 20%. ANNUAL GROWIH RATE: 
2.01%. DENSITY: 495 per sq. mi. (191 per 
sq. km.). ETHNIC GROUPS: 72% Ind~ 
Aryan, 25% Dravidian, 3% Mongoloid, 
others. RELIGIONS: 84% Hindu, 10% 
Muslim, 2.6% Christian, Sikh, Jain, Bud
dhist, Parsi. LANGUAGES: Hindi, English, 
14 official languages. YEARS OF CO~MP 
SORY EDUC.: 9 yrs. LITERACY: o. 

INFANT MORTALITY (1974 est.): 13 
1,000 (US: 19/1,000). LIFE EXPECT
ANCY: 51 yrs. 

Geography 

AREA: 1,211,000 sq. mi. (3,136,475 sq. 
km.); about twice the size of Alaska. CAPI
TAL: New Delhi/Delhi (pop. 3.6 million). 
OTHER CITIES: Calcutta (7 million), Bom
bay (6 million), Madras (3.2 million). 

Government 

TYPE: Federal republic. INDEPEND
ENCE: August 15, 1947. DATE OF CON
STITUTION: January 26, 1950. 

BRANCHES: Executive-President 

India 
ltdstate * may 1978 

OFFICIAL NAME: Republic of India 

peoples live in the far northern moun
tain regions. 

Althou 84 ercent of the people 
are Hindu, In ·a is . also the home of 
more -than 0 million Muslims, the 
third largest uslim group in any one 
country (after Indonesia and Bangla
desh). Adherents to other religions 
include Christians, Sikhs, J ains, Bud
dhists, anaParsis. 

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

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

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

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

9 Union Territories. 
DEFENSE EXPENDITURES: 3.1% of 

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

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

Economy 

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

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

INDUSTRY: Products-textiles, jute, 

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

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

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

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

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

MEMBERSHIP IN INTERNATIONAL 
ORGANIZATIONS: UN, nooaligned 
movement, the Commonwealth, Colombo 
Plan, Asian Development Bank (ADB), 
International Atomic Energy Agency 
(IAEA), International Monetary Fund 
(I M F ) , I n t e r n a t i on al Bank for 
Reconstruction and Development (IBRD), 
INTELSAT. 
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on a theocratically defined hierarchy. 
Distrimina tion against castes on the 
lower end of the ritual hierarchy is 

· outlawed by the Constitution. 
India has 14 official languages; a 

dozen of these are spoken by more 
than 10 million people. Hindi and its 
dialects are spoken by 3 8 percent of 
the population. English continues to 
be widely used in government, busi
ness, and education. 

HISTORY 

The people of India have had a 
continuous civilization since about 
2500 B.C., when the inhabitants of the 

indus River Valley developed an urban 
culture based on commerce, trade, and 
to a lesser degree, agriculture. This 
civilization declined about 1500 B.C., 
and Aryan tribes originating in central 
Asia absorbed parts of its culture as 
they spread out over the South Asian 
subcontinent. 

During the next few centuries India 
flourished under several successive 
empires. The Arabs expanded into 
western India in the seventh and 
eighth centuries A.D., bringing with 
them the Islamic faith and beginning a 
period during which the two 
systems-the prevailing Hindu and the 
Muslim - mingled , leaving lasting 
cultural influences on each other. In 
the period before the arrival of the 
British the ~ogul Empire (a Muslim 
dynasty) controlled virtually the entire 
subcontinent. 

The first British outpost in South 
Asia was established in 1619 at Sura t 
on the northwestern coast of India. 
Later in that century permanent trad
ing stations were opened by the East 
India Company at Madras, Bombay, 
and Calcutta, each under the protec
tion of native rulers. The British grad
ually expanded their influence from 
these footholds, until by the 1850's 
they controlled almost the entire area 
that was later to become the independ
ent countries of India, Pakistan, and 

I 
Bangladesh. A widespread mutiny in 
1857 led the British Government to 
remove the last vestiges of political 
power from the East India Company. 
From then until independence in 194 7 
the United Kingdom administered most 
of India directly and controlled the rest 
through treaties with local rulers. 
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Mahatma Gandhi was the Indian 
lea~ng in 1920, trans
formed the Indian National Congress 
into a mass movement and used it to 
mount a popular campaign against 
British colonial rule. The Congress 
used both parliamentary and extra
parliamentary means-nonviolent 
resistance and noncooperation-as it 
sought its goal. 

Independence finally attained 
on August 15 1947, d India became 
a dominion wi · he Commonwealth 
of Nations with Jawaharlal Nehru as 
Prime Minister. L-ons 
between the Hindus and Muslims 
caused the British to create two coun
tries out of British India: (1) India and 
(2) Pakistan as the homeland for the 
Muslims (see map and the Background 
Notes on Pakistan, pub. 7748). India's 
Constitution was promulgated on 
January 26, 1950, when the country 

became a republic within the 
Common wealth. 

GEOGRAPHY 

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

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

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

t 



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

GOVERNMENT 

According to its Constitution, India 
is a "sovereign socialist secular demo
cratic republic." Like the United 
States, India has a federal form of 
government. However, the central 

I government in India has greater 
powers in relation to its States, and 
government is patterned after the 
British parliamentary system rather 
than after the American legislative 
system. 

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

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

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

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

India's independent judicial system 

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

India has 22 States and 9 Union 
Territories. A1 the State level sO'me o1 
tlie legislatures are bicameral, pat
terned after the two houses of the 
national Parliament. The States' Chief 
Ministers are responsible to the legis
latures in the same way the Prime 
Minister is responsible to Parliament. 

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

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

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

Principal Government Officials 

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

Council of Ministers 

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

~ Desai 
ACr'icil ture and lrrigation-Surjit 

Singh Barnala 
Commer~il Supplies, and Co-
operation-~ 

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

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

Narain 
Home Affairs-~ 
Industries-George Fernandes 
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TRAVEL NOTES 

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

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

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

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

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

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

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

Law, Justice, and Company Affairs
Shanti Bhushan 

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

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

Housing-Sikandar Bakht 
Tourism and Civil Aviation

Purushottam Kaushik · 

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

Ambassador to the U.N.-Rikhi Jaipal 

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

POLITICAL CONDITIONS 

India's non-Communist opposition 
parties in late 1974 offered support to 
an anticorruption drive against the 
ruling Congress Party. Following Prime 
Minister Indira Gandhi's convic
tion on minor violations of the elec
tion law in early June 1975, these 
parties called for her resignation and 
announced a national campaign to 
achieve this end. On June 26, 1975, 
the government declared a state of 
national emergency, and a number of 
the opposition leaders were arrested 
under the authority of the Main
tenance of Internal Security Act. 
India's Parliament ratified the emer
gency, and elections scheduled for 
March 1976 were postponed. 

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

In an effort to seek a broader 
foundation of legitimacy, Mrs. Gandhi 
called for national elections to be held 
in March 1977. In a major upset, the 
coalition Janata (People's) Party was 
elected by an overwhelming margin, 
capturing 331 of the 542 seats in the 
lower house. The 30-year rule of the 
Congress Party ended when that party 
gained only 15 3 seats. Mrs. Gandhi 
lost her own seat. 

The Janata Party leader, Morarji 
Desai, who was 81, was sworn in as 
Prime Minister on March 24, 19 77. 
The new Janata government's atten
tion focused on dismantling the struc
tures of the emergency, including the 

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

Political Parties 

India's new ruling party, the Janata, 
actually represents a coalition of five 
non-Communist opposition parties 
which allied in January 19 77 to 
oppose the emergency rule of Mrs. 
Gandhi and her Congress government. 
Following their March victory, these 
five parties formally merged into the 
Janata Party on May 1, 1977. The five 
parties were: 

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

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

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

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

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

For the second time in less than 10 
years India has two ~o-ngress Parties. 
Both advocate secularism and a loosely 
defined democratic socialism. One 
group_, known as the Congress-! (for 
"Indira"), is led by former Prime 
Minister Indira Gandhi. The second 
group, known simply as the Congress 

arty, has stressed its preference for 
collective leadership. The two parties 
are nearly equal in terms of parlia
mentary representation and are cur
rently vying for recognition as the 
second largest national political party. 

There are three Communist_parties 
in India. Thf"" Communist Party of 



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

The first two parties participate in 
the parliamentary process and cur
rently hold or share power in the 
States of West Bengal, Kerala, and 
Tripura. The third party, whose sup-

/ 

porters are sometimes called Naxalites, 
advocates violent revolution and has 
occasionally fomented urban terrorism 
in Calcutta. 

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

ECONOMY 

Domestically, India · has made con
siderable economic progress since 
independence. A relatively sophisti
cated industrial base and a large pool 
of skilled manpower has been created. 
Nevertheless, agriculture, which is 
influenced significantly by the mon
soons and upon which_74 percent of 
the population depend, remains the 
crucial sector (over 40 percent of gross 
nl!ional product):-

lndia's economy, the 13th largest in 
the world, has been growing relatively 
slowly (an average of 3 percent an
nually). The population, estimated at 
629 million in 1977, has been in
creasing in recent years at around 2 
percent per year. Consequently, only 
modest gains in per capita GNP have 
been achieved. 

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

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

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

Foreign Trade and Assistance 

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

Although the U.S. share in India's 
trade has declined recently, the United 
States still remains India's largest 
trading partner. In 1977 total bilateral 
trade was $ 1.5 6 billion and was in 
balance. 

FOREIGN BUSINESS 
IN FORMATION 
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aid of various kinds, much of it in the 
1960's. A U.S. aid development pro
gram was terminated in 1971 but is 
being resumed with emphasis on 
agricultural/rural development. Export 
earnings, substantial foreign aid flows, 
and remittances from Indians abroad 
have resulted in record foreign
exchange reserves of~illion by 
January 1978. '--./ 

FOREIGN RELATIONS 

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

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

Pakistan and Bangladesh 

India's relations with Pakistan have 
been troubled from the beginning by 
the centuries-old rivalries between the 
Hindus and Muslims of the sub
continent, a situation which led to the 
partition of British India in 194 7. 

· Until 1971 the most sensitive issue was 
the dispute over Kashmir, whose 

'

Hindu Maharaja chose to join India, 
although the majority of his subjects 

1------------------' were Muslim. India has maintained 
that his accession and subsequent elec
tions in Kashmir have led to its becom
ing an integral part of India. Pakistan 

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

Total foreign assistance authorized 
since ·1"947 has amounted to over $28 
b1llion. The most important donor in 
recent years has been the International 
Development Agency of the World 
Bank Group. The United States has 
provided to India over $1 0 billion in 

has asserted Kashmir's right of self
determination in accordance with an 
earlier Indian pledge and a U.N. resolu
tion. The dispute triggered open 
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warfare between the two countries in 
1947-48 and in 1965. 

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

. relations and civil air links ( 1976), and 
the exchange of sports teams and 
cultural delegations ( 1978). The visit 
to Pakistan of India's Foreign Minister 
in February 1978 was considered help
ful by both countries. 

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

People's Republic of China 

After independence, India initially 
sought to maintain friendly relations 
with the P.R.C. However, competition 
and tens~ween the world's two 
most populous states developed 
toward the end of the 1950's and 

ultimately led to military conflict in 
October 1962. 

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

-tions into Indian territory, the Chinese 
proclaimed a cease-fire and generally 
withdrew to positions held prior to the 
outbreak of hostilities. Some areas of 
the border remain disputed. Between 
1962 and early 1976, relations re
mained cool and at the level of charg~ 
d'affaires. The P.R.C. has developed a 

i
dose relationship with Pakistan, to 

· whom it has given military assistance 
and diplomatic support. Sino-Indian 
relations were also strained by the 
Indo-Pakistan war of 19 71. 

In 1976 India and China exchanged 
ambassadors after a 15-year interval. 
The following year the two countries 
reopened trade and shipping links; 
they also began exchanging delegations 
in the fields of agriculture and 
medicine. A quasi-official Chinese 
delegation visiting India in March 19 78 
invited India's Foreign Minister to visit 
China. 

Soviet Union 

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

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

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

U.S.-INDIA RELATIONS 

Indo-U.S. relations were particu
larly strained in the 19 71 Bangladesh 
cns1s. Since then, an Indo-U.S. 
dialogue has aimed at developing a 
new pattern of relations based on 
greater mutual understanding and 
reciprocal concern for each other's 
interests. 

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

Principal U.S. Officials 

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

Blood 
Minister for Public Affairs-Jay W. 

Gildner 
Counselor for Economic Affairs

Natale H. Bellocchi 
Counselor for Politi&al Affairs

Howard B. Schaffer 
Counselor for Scientific Affairs

Thomas Vrebalovich 

Consuls General 

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

The U.S. Embassy in India is 
located at Shanti Path, Chanokyapuri 
21, New Delhi (tel. 690351). 
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RECENT POLITICAL AND ECONOMIC DEVELOPMENTS IN INDIA 

1. Political Developments. The Janata Party, a coaHtion of divetee parties 
bound by opposition to Mrs. Gandhi in the 1977 General Election, has formed the 
center government since April 1976. ·The main thrust of the Janata Government is 
the reorientation of the country's development toward improvin~ the position of the 
poor by shi~ting the allocation of development resources so that a higher proportion 
is spent on rural development and basic needs. However, many important elements of r 
this strategy remain on the rhetorical level and have yet to be formulated ' into op
erational programs. 

2. Since the General Election, the Janata or one or another of its consti
tuent parties, have formed governments in northern Hindi-speaking states while op
position parties, including some loyal to Mrs. Gandhi, have formed governments in 
southern states. Relations among parties within the Janata coalition have become 
increasingly straified. There i s currently a struggl~ f or party leadership between 
AO~a~. DJsai and ~~~· leader of one faction and, until recently, Home 
Mrnister. The Janata arty at the Centre has been preoccupied by these political 
affairs and has yet to develop clear economic policies in important ~. 

3. Another consequence of the uneasy political coalition at the Centre has 
been a shift in Centre/State balance toward more State autonomy. The first and 
still most serious indication of this was the meeting of the National Development 
Council in March 1978, called to endorse the first of India's new rolling Five-Year 
Plans. The states withheld their endorsement, complaining of short notice and in
adequate consultation. MOre importantly, many states indicated they wanted first 
to see that the new provisions for transferring funds from the Centre to t 
would result in a ar er ort on un s ce automatically under their control, 
correspon n e s to be oled out at the cretion o t e entre. They 
cons er t e Plan when the ee reports on these transfer prov sions are ready 
(perhaps as soon as October 1978). Other independent and even provocative maneuvers 
by certain state governments underline a lack of political cohesion among the di~ 
verse and local interests represented by parties either within or outside of the 
Janata coalition. 

4. Economic Developments. The 1977 monso~s very favorable; foodgrain 
production in 1977/78 reached a record level of 27 llion tons. This compares 
with 111 million tons in 1976/77, 121 million to n 1975/76 and an everage of 103 

~ million tons for the first five years of the decade. In addition to good weather, 
both irrigated area and fertilizer consumption continued to grow rapidly. Annual 
additions to irrigated area have averaged two milliop hs~~•;es since 1965/75 com
pared with 1.3 million hectares per annum from 1969 to 1 5; fertilizer consumption 
grew almost one quarter in 1977/78. The good harvests have helped considerably to 
stabilize foodgrain prices and thus contain inflation. Foodgrain procurement amount
ed to 10 million tons in 1977/78, roughly the same as the··high level of the previous 
year. Public distribution ·of foodgrain has averaged just under one million tons a 
month. This, along with small amounts of wheat repaid to the Soviet Union, allowed a 
ma inal dr of India's ample stocks to ust under 20 million tons b the end 
o! June 78, Other agricu tura commodities, in s arcane, cotton and oil-
seeds, did well and agricultural production gre 1 cent overall in 1977/78. 
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5. er cent in 1977/78, a 
disappointment following e prev ous year s ramatic 1 per cent r se. Poor per
formance of such industries as coal, cement, steel and power more than offset the 
healthy growth in production of crude petroleum and petroleum products, chemical 
fertilizer, and nonferrous metals. A continuing problem is the low demand for 
manufacturing output from agriculture, investment, exports and import substitutes. 
In 1 77/78 exports turned sluggish. Although public expenditure has increased 

ec ine in t e early 1970, there are as yet no clear indications 
of resumed private investment demand. A further part of the explanation for slow 
industrial growth lies in ·supply problems. In fact, the vicious circle of constrain
ed power, coal and railway t ransport abetted by labor disruptions shows signs of 
reemergence. 

6. The combination of 11 per cent 
cent in industrial production resulted in 
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Balance of Payments 
(US$ millions) 

World Bank Estimates 
1976/77 1977/78 

Merchandise Exports (f.o.b.) 5760 

Merchandise Imports (c.i.f.) - 5950 

Trade Balance - __ 190 

Debt Service 830 

Gross Aid Disbursements 1953 

IMP Transactions (net) 336 

Miscellaneous Capital and 
Invisibles 1270 

Errors and Ommissions 292 

Use of Reserves (- • increase) - 1575 

Reserve Level at End of Period 3747 

6300 

- 7300 

- 1000 

930 

1840 ...----
330 

2420 

76 

- 2076 

Change 
1976/77- 1977/78 

540 

- 1350 

810 

100 

113 

6 

1150 

368 

501 

2076 

8. The current yearlooks promising. The summer monsoon arrived right on t ime 
/. 

and shows every sign of providing adequate, broadly distributed and timely moi sture 
for good crop growth; but there have been major floods in northern India with sub
stantial dislocation of population and an inundation of cropped areas totalling be
tween 7 and 10 million hectares (almost 10 per ce o o a croppe area • 
as ye too ear y to estimate tee fee so the floods on pro uct on · ut with con
tinued growth in fertilizer consumption, ~gricultural output could perhaps equal 
1977/7.8' s record pro.duction. Early indicati ons suggest i ndust r i al producti on could ~ 
grow a t a rate closer to t he GOI's 7 to 8 per cent target t han 1977 / 78's i ow 3.5 • 
per cent per f •·~mance. Neverthel ess, overall GDP growth in 1978/79 is unlikely to 
exceed 4 per cent with the possibility of a much lower figure if flood damage 
proves permanent~ "The only up-to-date and accurate information on balance of pa~ 
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ment variables is for external reserves, which stood at US$6.1 billion by July 1978. 
Even allowing for India's gold purchase and currency repurchase from the IMF, this 
figure indicates something of a slowdown in the rate of increase in reserve accumu
lation, This is consistent with our projection of a leveling off of the arawth of 
invisible receipts and a further expansion of the trade deficit, due both to in
creased imports resulting from liberalized policy and to stagnant export volume, 
based on the GOI's current export projection. 

8. . Although the new draft Plan for 1978/1983 lays first stress on the objec-
tives of the removal of unemployment, alleviation of poverty among the poorest and 
provision by the state of basic needs, it recognizes that these objectives can be 
met only in the context of an expanding economy and in fact plans for an ~increase in 
the GDP growth rate to level higher than during any previous Plan period. The pro- · 
jected 4.7 per cent annual rate of growth should be compared to 4 per cent achieved 
during the four years of the Fifth Plan and the 3.5 per cent long-run trend since 
the early 1950s rather than to the considerably higher but unachieved targets in 
previous Plans. This rate is to be achieved by an acceleration of the growth of 
agricultural production to 4 per cent per annum, and industrial output to 7 per 
cent. Both rates are higher than those achieved in the recent past but neither is 
higher than achieved at some point in the past. Given India's current situation, 
both are feasible under supportive policies and good economic management. 

9. The agricultural growth target of the Draft Plan is ambitious; but it 
can be achieved if India's cu~nt agricultural strategy is effec~ively implemented. 
Its basic elements focus on: ~ improving cultural practices through reorganization. 
of the agricultural ~xtension service,~increasing more rapidly India's irri- , 
gated area while improving the efflcle~~ the entire system by raising the tech
nical s t andards of water distribution, iii fmproving the infrastructure required 
for more rapid groundwater development, ensuring ready ava11ab111ty of inputs 
and~maintaining profit incentives with appropriate input and output prices. 

10. India's industrial development strategy is not nearly as well worked out; 
consequentlt the Draft Pl an growth t arget of 7 to 8 per cent , thoug!t teasottab1e wbsu 
measured against pa·st achievement, must be still considered problematic. To the 
extent that large increases in plan expenditure can provide the necessary impetus 
in public investment, the Draft Plan will facilitate industrial growth. It antici
pates expenditures at a rat~l'82\per cent (in real terms) above those achieved during 
the four years of the Fifth ~ As a result the public portion of investment is 
expected to rise from 42 per cent in 1976/7{ to 56 per cent for the entire five year 
period of the Draf~ Pi an. However, uncertain prospects for private investment, po
tential supply constraints for key inputs and the level of public savings proposed 
for financing anticipated plan expenditures all present difficulties for achieving 
the industrial growth target. 

11. India's balance of payments situation is unlikely to be a constraint on 
growth over the Plan period. With aid levels maintained in real terms, net invis
ibles maintained in current terms and exports .growing at the targetted 7 per cent 
per ·annum in volume terms, import capacity·{,~ll .~ncrease by over 18 per cent per 
annum in current and by 11 per cent per anrt~m in 'constant dollar terms over the next 
five years. This provides for an import elasficity of about 2.2 per cent. This is 
about as high as any rapidly growing developi ng country has experi enced over the 
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. . 
medium term, although imports could easily exceed these levels in India for a few 
years given their past compression. However, India's current food and foreign 
exchange reserves will provide ample cushion should imports rise precipitous1y in 
any one year. 



Discussion Topics for Meetings in New Delhi 

Topics suitable for discussion during your meetings with the following 
Ministers, in the order in which the meetings are scheduled: · 

Industry - Mr. ~ 

Current Performance: the extent to which supply constraints (e.g •• power, 
coal, cement, steel) may be re-emerging to hinder ·more rapid industrial ~pansion, 
and the extent to which lack of effective demand remains a problem. 

Investment Climate: Possible adverse implications of the fact that the I 
Government's support to the small-scale sector seems to be expressed primarily 
as ever-increasing restrictions on the growth of all other industries. 

Bank Group Operations: whether the ~nister foreseesa role for the Bank· 
GroUp in the industrial sector beyond its traditional involvement with fertilizer 
and DFC's (e.g., engineering goods, steel, leather). -
Petroleum and Chemicals -Mr. H. M. B~ 

7 

Petroleum: progress in the execution of the Bombay High development 
program and progress in off- and on-shore exploration activities. Whether 
the Minister foresees a role for the Bank Group in further petroleum sector 
financing (off-shore or on-shore development or exploration). 

Fertilizers: what measures the government is taking to stimulate 
continuing increases in fertilizer demand while ensuring plant profitability. 
(Should the issue of the delayed West Coast Fertilizer Project arise (currently 
proposed for location at Tal-Vaishet; see seperate brief in the Maharashtra 
section), you may want to reiterate the Bank's willingness to appraise a 
project at a site selected by authorities at the Center and the State and approved 
by the relevant Indian environmental agencies, and to express hope for a quick 
and satisfactory resolution of the site selection difficulties.) 

Commerce, Civil Supplies, and Cooperation - Mr. M. Dharia 
7.~ 

Current Export Performance: additional measures under consideration to 
achieve the 7% real growth target, in view of the disappointing performance in 
1977/78 (a volume decrease of 1.2 percent). 

Civil Supplies: what measures are being implemented to increase foodgrain 
offtake from the public distribution system, particularly in rural areas, in 
order to bring to the landless poor a share of the benefits associated with recent 
bumper harvests. 

Maharashtra: As Mr. Dharia is a Maharashtra native and keenly interested 
in rural development, he might have interesting views on the Employment Guarantee 
Scheme and other rural development activities in Maharashtra. 
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Prime Minister - Mr. Morarji Desai 

the opportunity to shift to a higher trend of economic gr6wth, with ever- " 
How the Prfme Minister prdposes to exploit to Indi.'s best advantage ~ 

· increasing foreign exchange reserves (US$6.1 billion in July 1978) and · ~ 
proapects of yet another bumper agricultural harvest. 

Planning Commission - Mr. D.T. Lakdawala 

The present schedule of Plan implementation, including in particular, 
the likely resolution of the various issues of Center-State relations which 
have been raised in the process of the States ' revi ew of the draft Plan, any 
changes foreseen in the final outcome, and the current status of the "rolling 
plan" concept. 

Finance - Mr. H.M. Patel 

. General Bank- India Relations: India's continuing support for the 
IDA V and VI replenishments and the increase in the Bank's capital resources; 
the effort made by GOI to strengthen the project preparation effort and to 
develop a sizeable project pipeline, which resulted in the record levels o 
both IDA and Bank commitments to India in FY78 (US$951.5 and US 330.0 million, 
respectively). 

Economic Policy: issues and impressions arising from the previous day's 
discussions, particularly regarding industrial policy, exports and Plan imple
mentation·. 

Agriculture and Irrigation - Mr. S.S. Barnala 

Expectations of crop prospects based on the progress of the current 
monsoon, and how the vast numbers of India's rural poor, with their very 
limited purchasing power,· can begin to benefit from the increased production 
capabilities, including likely developments in pricing policies for both 
inputs and outputs as well as special programs to raise the purchasing power 
of the rural poor. Future directions that Bank Group assistance to agricultural 
development should take. 



l COUNTRY PROGRAM PAPER - INDIA 

1976 Population: 
1976 per capita GNP: 

·~ ....... ,.,n I a IBRD (TW) 
~a - IDA 

Current 
rate: 

TOTAL 

.., ............ ion growth 
er annum 

No. of Loans/Credits 

IBRD/IDA Lending Progr~ /l 
(Current US$ million) _ 

FY69-73 FY74-78 FY79-83 

210.5 
1,529.6 

990.0 (145.0) 1,900.0 
3,106.1 6,080.0 

1,740.1 4,096.1 7,980.0 

39 61 87 

No. of Loans/Credits 
per million population 0.07 0.10 0.14 

Current Exchange _Rate: 
Rs 8.51 • US$1.00 

(floating rate) 

/a World Bank Atlas, 1977. 

IBRD/IDA 
IDA 

Average Lending Per Capita Per Annum 
Current $ (Const. FY77 Commitment $) 

0.52(0.98) 
0.50(0.86) 

1. 33(1. 39) 
1.00(1.06) 

2.35(1.78) 
1.79(1.36) 

/b The FY78-82 lending program proposed in this CPP compares with the progr am 
for the same period approved at the last CPP review (October 1976) as 
follows: 

No. of loans and credits 
Current $ million 
Constant FY77 commitment 

$ million 
Per capita per annum 

(Constant FY77 
Commitment $) 

FY78-82 Lending Program 
Approved Proposed 

85 88 
6,630.0 7,430.0 

5,341.8 5,999.7 

1.60 1.79 

Percentage Change 
Proposed/Approved 

4 
. 12 

12 

12 

I· 
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POLITICAL DEVELOPMENTS 

1• Prior to 1975 India rightly had been regarded as having one <SI 
the 16ngest and deepest commitments to democracy among developing countries. 
When it seemed gone -- and with it the rights of India's masses to air their 
views arid grievances -- much of the rest of the world adjusted sadly but . 
quickly to wnat many regarded an inevitable and irreversible development. 
The sudden return of democracy was as revolutionary in effect as it was 
orderly in procedure. That such a profound political change occurred with 
relatively little diar~ption of basically sound economic policies is extremely 
satisfying. 

2. These dramatic political developments began with the dissolution 
of the Lok Sabha, the lower house of Parliament, in January 1977, and conse
quent elections in March. The .strength of the opposition Janata Party, bol
stered by defections 'of key Congress leaders, notably Jagj ivan lam, became 
increasingly apparent during the brief but intense campaign. Nevertheless, 
few were prepared for the sweeping defeat of the Congress party which had 
governed India since Independence. The northern and middle States returned 
overwhelming majorities for the Janata Party while the Congress retained a 
strong position only in the southern States. The new Government has declared 
its intention to reformulate economic policy along the lines of its ~e~l~w---
Manife to. This d~cument emphasizes .decentralization in GOvernm and the 
economy, and accords priority to agriculture and small-scale indus .ry with 
the objective of increasing emp oyment opportun t ea. Understandably, in the 
revised· budget for 1977/78, presented in June, the new Government was able to 
undertake only limited initiatives. The c~ing year ·will be an important one 
for the translation of policies into programs. 

· 3. The Janata Party · is a coalition of het·erogeneous elements united 
largely by . their opposition to Mrs. Gandhi and the coalmon experience o'f 
prison during the Emergency. It includes the Old Cougress, the Jan Sangh, 
the Bharatiya Lok Dal (which incorporated the ·swatantra Party) and the Praja 
Socialists -- disparate groups whie:h had formed a united · block in Parliament 
in the previoUs year at the urging of Jayaprakash Narayan. The opposition 
received a major boost with the resignation of Jagjivan Ram from the GoverQ
ment. Ram, the recognized leader of the Harijan community, has been a Minis
ter in every Government sin.ce 1947 and commands a wide following, particularly 
in the populous Eastern Region. The coalition includes soJQ.e strange bedfel
lows: militant Hindus, Harijans, Muslims, large farmers, and labor groups in 
both urban and rural areas. All these constituencies fo\md representation. 
in the new cabinet headed by Morarji Desai. Having formally constituted it
self as one party in April 1977, Janata may well become a pluralist centrist 
party not too unlike the Congress Party as it functioned until the split in 
1969. One should expect that the diversity of ideologies and views within 
the parties and the potential incompatibility of some strong pe.rsonalities · 
in key cabinet posts will create some difficulties in decision making and 
policy formulation. 

. I 

~-----~----~----~--------------------~--------~----------------------------~~J· 



' . 

~ 2 -

4. The first priority of the new Government was to consolidate its 
power by arranging for State assembly elections in those States where Janata 
had won in the national elections or which had been under President's Rule. 
Aa a eonsequence by mid-July twelve new State governments had been eiected, 
eight with overwhelming Janata majorities. Regional parties allied to Jattata 
won in the Punjab and in Tamil Nadu, while the Communist Party of India 
(Marxist) was victorious in West Bengal, and the Conference Party in Jammu
Kashmir. Only in Kerala, which is governed by a coalition in which Congress 
participates, was the Congres~ Party's position strengthened. Elections are 
expected in the States in which State .assembly elections were not held 
Maharashtra, Xarnataka, Andhra Pradesh and Assam ~ . somet~ in 1978. 

5. The transition to the new Government was _made peacefully, and the 
Janata Government moved quickly to restore indivi4ual and press freedoms. 
Reaction against the sterilization campaign of 1976 was widely regarded as 
a key factor in the Congress defeat, and any for:m of coercion in administering 
the family planning program was eschewed immediately. However, the ·use of 1971 
population figures for purposes of allocations among States has been retained · 
(it is mentioned explicitly in the mandate for the seventh Finance Commission), 
thus continuing the incentive for States .to reduce their proportion of the 
population by lowering growth rates. The commitment to a strong voluntary 
birth control program has been repeatedly affirmed by the highest officials, 
who have emphasized that there will be no financial constraints on the imple
mentation of a program · to achieve the objective of reducing the birth rate to · 
25 per thousand by 1983/84. The .Government now speaks of integrating famUy 
planning with an expanded rural health care program, but its policies are 
clearly at the formative stage and the tmplemeptation of the program is in 
shambles ., with all-time . lows for sterilization and, other acceptors. 

6. New directions in economic policy are expected to be expressed in 
the new Government's first development plan. Changing its for:mat from a 
~ajor exercise every five years to an annual . rolling five-year perspective is 
under active consideration. However, some indications of new direc~ions are 
available. The Government has declared agriculture to have priority and its 
rapid development is seen to be essential to the Government's goal of provid
ing full employment in ten years. The Government intends to double the rate 
of increase of the area under irrigation:< In addition, special employment 
Schemes such as promotion of small-scale enterprises and expansion .of rural 
works are prominent parts of the Government's poliey. Although growth is 
.stressed, the Government also places great emphasis on ·the direct provision 
of ba · ds as a means of reducing the inc dence o a so ute pov•rty and 
of setting the regional and distributional disparities which growth sometimes 
entails. · 

· 7. Emphasis on decentralization and the private sector . is a part of 
Government rhetoric on industry, and the objective of generating more employ-
ment through greater labor-intensity is constantly stated~ ·However, the 
diverse foundations of the new Government appear nowhere more apparent than 
in the formulation of industrial policy. So.cialists, neo-Gandhian idealists, 
proponents of the private sector, and supporters of the current regulatory 
system all are represented in ·key Cabinet posts. A consensus has not been, 
and will not easily be, reached. 

·.J: 
\ 

' . ...... 
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8 . ." The policies of the Janata Government do not represent a radical 
departure from the recent past, but it is equally the case that the relative 
strength of different interests has shifted with the formation of a new 
majority. D ntralizatio less reliance on heav ndustry and relatively 

reater em basis on rural d e~p~ 1 probably constitute the framework 
within which the objectives of faster growth of output and employment are 
likely to be pursued. However, the Government seems ' far from a consensus on 
how to achieve these desirable ends; nor has it considered the hard choices 
that are likely 'to arise. Hopefully, the priority of , formulating ·a consensus 
on such issues will not -be lost sight of in a preoccupation wi-th consolidating 
power. 

. ,,.,, 

·, 
THE -ECONOMIC SITUATION -

9. An analysis of recent events is contained ·in "Economic Situation 
and Prospects of India", (Report No. - 1529-IN ' of April 25, 1977). A ccapre
heuaive treatment of India's eicport situation is contained in "India: Export 
Performance, Problems, Policies and Prospects", Volumes I and. II, (Report 
No. 1352•IN of May 18, 1977.). 

10. The new Government has inherited a gen~rally favorable economic 
situation. India's adjustment to th' adverse shift 'Of about 30% in its 
terms of trade that occurred following 1973 bas b'eet;t. -managed successfully. 
After a recot:d harvest in · 1975/76 and a good one in 1976/77, the food situa
tion is exceptional with record pub~ic foodsto~ks _and negligible current grain 
imports. Export grOwth over the · past two years . has ···been outstand-ing, .reDlit
tauces from Indians workittg overseas ·have soared, and impo,rts of food and fer
-tilizers have been cut sharply-. With continued high. levels of a_id disburse-
ments, the result ha_s been a large balance of · payments surplus with reserves 
rising from US$1. 4 billion at the end of 1974/7.5 to US$4. 5 billion by mid
August 1977. This favorable conjunction of events, for parts of which the 
Indian authorities can take considerable credit, has created a remarkable 
opportunity to raise the long-term rate of growth above the 3% average of the 
past decade. 

Recent Developments 

11. Over the two years 1975./76 and 1976/77 growth averaged a compound 
rate of close to 5% per annum, which is in line with Plan targets. GOP grew 

· 8.8% in 1975/76 as a result of a record foodgrain crop of 121 million tons and. 
6% growth in industrial production. In 1976/77 GDP growth was less than 2%, 
largely because the foodgrain harvest fell 8% to 111 million tons -- a level 
·closer to the long-term trend. Some- other crops did better, and agricultural 
output probably fell only 3% overall. Industrial growth continued to accel
erate in 1976/77 to 9.2%, a level not approached since the early sixties. 
Thus, in spite of falling agricultural output, GDP as a whole continued to . 
rise. Balance of payments performance continued to improve. However, in-_ 
flation re-emerged as a -problem, and the power situation became increasingly 

~ tight toward the end of ·the year. 
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12. Although rainfall during the 1976 monsoon seasons was within normal 
limits, its timing was erratic and its regional distribution uneven. None
theltas, ·the foodgrain output of 111 million tons was the second higheat on 
reeord. This encouraging performance seems to be due to the continued inerease 
in irrigation potential and to the rising and more balanced use of fertilizers, 
whose use is estimated to have risen by about 25%. Irrigation potential, which 
had grown at an average campound rate of about 3% per annum between 1950/51 
and 1974/~5, has more recently grown at twice that rate. Foodgrain stocks 
continued to rise, reaching about 23 million tons by the end of June, and now 
represent an investment on the order of US$4.2 billion at 1976 world prices. 
This amount is adequate to almost cover two years of public distribution, even 
at the highest rate recorded in the seventies, without any further procurement. 
The production of many cash cro.ps did well in 1976-/77 - coffee, tea, sugar
cane, raw jute, and tobacco being important examples -- and this helped to 
offset the fall in foodgrain production. However, cotton and oilseeds, both 
of which figure prominently in the Wholesale price index, suffered declines in 
production of 14% and 19%, respectively, from levels recor4ed in the previous 
two years. The result was price rises of 60% for cotton and 90% for oilseeds 
between March 1976 and February 1977, and these in turn had a significant 
effect on the overall price index. 

13. , Industrial production as a whole .. grew by 9. 2% in 1976/77, ·over that 
in .1975/76, which had registered a significant improvement over 1974/75's 
performance. . Manufacturing output grew by as much as 11%. Particularly rapid 
growth was recorded by such ~ndustries as transport equipment, chemic.als includ
ing fertilizers, basic metals, and electrical machinery. This reflected con
tinued improvement in· public sector capacity utilization and, to some extent, 
the effect of increased public sector investment expenditures. However; the 
growth of demand did not keep pace with the spur·t in public sector supply, and 
surpluses of a number ·of commodities -- most importantly, steel -- appeared. 
There has been continued stagnation of consumption industries, particl.llarly 
textiles, apparel and footwear, and modest gro~h of food manufactures. 

14. Energy· supply was generally favorable throughout 1976/77. Hydro and 
thermal power generation rose 17% over the level of 1975/76; crude oil produc
tion rose 7%; and the coal position remained comfortable. However, power 
~lema have besun to re-emerge. Total generation during the first -seven 
months of 1977 was only 2% higher than in the corresponding period of 1976. 

15. The most remarkable evolution has been in the balance of payments, 
especially in exports. Reserve accumulation was US$1,575 ~lion during 
1976/77 and the rate of increase has continued to accelerate. By August 19, 
reserves were at US'$4. 5 billion, indicating a rise of US$750 million in a 
little over four months. The trade deficit fell by US$1,060 million between 
1975/76 and 1976/77, and net miscellaneous capital and invisibles rose by 
US$641 million. These more than offset a US$350 million reduction in net 
aid and a swing from net receipts of US$205 million from the IMF to net pay-
ments. of US$365 million. · 

--
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Balance of Paiments 
(US$ millions) 

Ch•nge 
1975/76 1976/77 1975/76-1976/77 

Merchandise Exports 4,555 5,700 1,145 

Merchandise Imports -6,085 -6,170 85 

Trade Balance -1,530 470 1,060 

Debt Service 766 - . 840 74 

Gross Aid Disbursements 2,326 2,050 276 

IMP Transactions (net) 205 365 - 570 

Miscellaneous Capital and 
Invisible& (net) '559 1,200 641 

Use of Reserves (- • increase) ... 794 -1,575 781 

Reserve Level at End of Period 2,172 3, 747 1, 575 . 

16. · India's exports rose by 25% in nominal terms and about 13% in real 
terms in 1976/77. The increase was broad-based, shared by such categories 
as engineering goods, iron and steel, gems and jewelry, oilcakes, leather 
products, coffee, and marine products, which together accounted for more 
than 80% of the value increment. The increase also compares favorably with 
the performance of most other LDCs. The performance of 1976/77, coming on 
top of t .he 11% volume growth in 1975/76 despite a fall in . sugar exports (the 
main growth item of 1975/76), is very encouraging. There is quite good rea
son to believe that India's exports are responding favorably to the improved 
policies discussed in our recent export report. The import of food, fertil
izers, POL, and steel and non-ferrous metals fell almost US$1 billion. The 
import of finished fertilizers, in particul4r, fell below expectations because 
of reduced world prices and decreased volume due to increased domestic pro
duction. Other imports rose by 50% in nominal terms, or by US$959 million. 
This rise was somewhat greater than anticipated a year ago and reflects the 
considerable effort to accelerate absorption of available foreign exchange. 

17. 'nle continued rise in "net miscellaneous capi.tal and invisibles" 
from US$559 million to US$1,200 million is the most striking change in the 
balance of payments after the rise in exports. Data from the Reserve Bank 
of India indicate that the workers' remittances, which are the main underly
ing factor, stem largely from the Persian Gulf where large numbers of Indians 
have recently. found employment. It now appears . that these remittances may 
become a fairly pe~nent part of the balance of payments picture and not the 
"one-shot" capital transfer ·feared only a year ago • 

. .. 
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18. In 1976/77 inflation re-emerged as a major concern. From a peak in 
September 1974, the index of wholesale prices had fallen fairly steadily at 
an annual rate of 8.5% through March 1976. Since then prices have risen at 
a rate of about 11% per annum through the end of July 1977. Almost all of 
this fall and subsequent rise occurred in primary or processed agricultural 
commodities. As non-agricultural prices did not fall during the period, the 
agricultural vs. non-agricultural terms of trade fluctuated considerably, 
falling and rising with the overall price index. These changes corresponded 
to broad changes in production; agricultural NDP grew 13% in 1975/76 while 
industry grew only 6%; agricultural output fell 3% in 1976/77, while indus
try's grew 9%. These structural characteristics of the shift in relative 
pri~~s · were soon recognized but efforts to increase imports and limit exports 
of agricultural commOdities whose prices were rising were inadequate to 
contain the price increases. 

19. It is difficult ·to sort out the effects of monetary policy and its 
timing in these price movements. After rising at 16% and 15% in 1972/73 and 
1973/74, respectively, the money supply rose only 6% in 1974/75. In addition, 
the Government effected a general inc.rease in interest rates and imposed a 
variety of selective credit controls which continued into 1975/76. However, 
starting in the middle of 1975/76, the financing needs of the foodgrain pro
curement operations and the rupee counterpart of the increased foreign 
exchange inflows resulted in unplanned increases in the money supply. During 
1975/76 the money .supply increased 9.7% while real output increased 8.8%; 
dut:ing 1976/77 the money supply increased 19.5% .while real output increased 
at most by 2%. 

20. Many observers of the economy, both Within and outside India, remain 
uncertain as to how to interpret the current macro-economic situation, which 
is unprecedented for India. Before any policy prescriptions for handling the · 
situation can be offered or accepted With full confidence, better answers are 
needed to s~veral interrelated questions • . What has been the disposition of 
the increased flow of funds into private hands from the rupee counterpart of 
workers' remittances and from foodgrain procurement? What is the relative 
importance of the growth in the money supply, on the one ·hand, and the struc
tural shifts resulting in the changing agricultural terms of trade, on the 
other, in the inflation that has occurred since March 1976? How can the lack 
of any pronounced demand increase for manufactured consumer items and imports 
in general be explained in light of the increased flow of resources into 
private hands? Finally, what would be the effect on inflation of a more 
expansionary Government policy and larger budget deficit? On the basis of 
present knowledge, the macro-economic policies which have been, and are now 

I 

being pursued by the Government seem sound, and we have no substantial dis-
agreement with them. We have urged their continuation and, in the case of 
investment expansion and import liberalization, their expansion; but this 
seems to be the Government's intention in any case. 

.-
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~ · Growth Prospects and Aid Requirements 

~ · 

Prospects to 1980 

21. India's growth potential for the near term is promising. Weather 
is always an uncertainty, but the monsoon s a go one.. With the 12~18% 
projected increase in fertilizer con~umption and continuing growth in irrigated 
area, a foodgrain crop larger than last year's is expected and one as large as 
that in 1975/76 is possible. Either would add to the 23 million tons of stocks 

·and· would virtually preclude sizeable food imports before 1980. The monsoon 
will also boost hydro power generation, although power shortages will remain. 
Their alleviation in the near term will require careful attentioll to power 
plant management and continued improvements in regional cooperation. There 
is no reason why other sources of energy should become a problem, givea the 
ample stocks . and eased transport of coal and the increased production of crude 
petroleum and products with balancing imports. Export growth should be at 
least 6-7% in volume terms, even considering problems such as the quota re
strictions in overseas markets. A continuing increase in net invisible flows 
is expected. Industrial reduction, despite healthy growth over the last two 
years ~nd with the exception of a few cases such as cement, is still con
strained by d_emand rather than productive capacity. 

22. India's capacity to import can be expected to grow .by at least 15% 
per annum fn nominal terms in the next three years. Although OPEC assistance 
declined in 1976/77 and is likely to fall furthe·r and bilateral . Consortium 
cODUilitments have reached a plateau, IDA availabilities have increased ~nd 
India has potential access to the IMF's Trust Fund of about US$300 million. 
In addition, of course, India has potential access to other IMF access . to · 
other IMF facilities to support its reserves. These plus India's improved 
creditworthiness for · World Bank and commercial lending -- its fira·t Euro
dollar loan was at 1% over LIBOR with other terms equivalent to those offered 
Norway - should enable the goal of constant real availabUity of external 
capital to be more or less achieved~ In addition, the current level of for
eign exchange reserves gives room for a drawdown of about US$1 billion. Given 
the success of import substitution in POL, fertilizer, steel and cereals, 
imports .in other categories could rise by as much as 40% per annum in nominal 
terms. Although the imports in these categories rose by .more 'than this per
centage in 1976/77, the continued absorption of these imports will require a 
sustained rapid .expansion of · the economy and continued and considerable import . 
liberalization. 

23. The prospects for realizing this potential for sustained growth will 
depend in part on the effects of a set of fiscal, budgetary and trade policies 
recently introduced by the Government. The 1976/77 and 1977/78 budgets con
tained a number of changes designed to stimulate private demand: a _J:,9dnQl:1es 
in duties on sele ted consumer durables gg g demand, the 
introduction of an investment allowance desi ned to stimulate private invest-
ment in priority industries and the reductio r n es at the · 
higher levels on both corporate and individual income. remaining 
virtually stagnant between 1971/72 and 1974/75, SEendina on the public sec~r 
Plan increased in real terms 27% in 1975/76, 18% in 1976/77 and is expected 
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to rise 15% or more in 1977/78. Administrative 
been libera d in various respects and import 
become relatively freely available. 

~,...........,g,..,c.e.r._ imports have. 
for many items have 

24. However, the expansionary effects of these policies may have been 
partially offset by other changes introduced at the same time. Although Plan 
outlays have been increased significantly, non-Plan expenditures have not 
increased by as much and budget deficits have been kept within narrow limits. 
De a pi te the fiacal incentives to new private investment, there is still un
certainty over the new Goverume~t's overall industrial policy. Protecting 
doaestic producers from foreign competition still figures in import policy, 
and this has limited liberalization U.. some cases. 

Lona-Term Priorities and Prospects 

25. In the past twenty-five years the r r ca ita income of India's 
population has isen at an average annual rate 1.5%, the difference be-
tween a population growth rate of about 2% an owth rate of around 
3.5%. A sUbstantiation of this growth is found in the rise in life expect
ancy, literacy, proportion of children undergoing formal education and other 
broad indicators of social progress. These gains reflect both increased 
incomes and the. effects of Government health and education programs. However, 
these growth figures also reveal that, while the population growth rate is 
not particularly high by developing country standards, the GDP and per capita 
growth rates are low. The lo ~term challenge for India remains unchanged -
to uce the population rowth rate an a ate of rowth of produc
tion to raise ev:els of per capita income, while ensuri the mo e equitable 
distributionof this increased income. 

26. India's population growth rate is estimated at 2.1% per annum over 
the period 1971-1976, with a crude birth rate of 38 per thousand and a crude 
death rate of 17. The birth rate is low by international standards -- it is 
higher in Indonesia and the Philippines .J~ and the growth rate of population 
is 3% per annum in the Philippines and 2.9% in Brazil. There is strong evi
dence that population growth in India may have passed its peak in the 1960's 
and is expected to continue to slow. down, both because the birth rate will 
continue to decline and because the death rate will not fall as steeply as in 
the past. With a revived and then sustained family planning effort, it should 
be ossible he o ulation growth rate · to 1.1% per annum by the en 
of th Our "best guess" projection o on by the year 
2000 is 89 ion. Many of the benefits of family planning policy will only 
be felt beyond the turn of the century, but the decline in fertility will bring 
.about an earl han e in the a e structure of the populatio.n. The school age 
group will grow much less rapidly after 1981, thereby reducing the pressures 
on the primary and secondary education system. The labor force, however, will 
continue to ow at a fast rate until the end of · the cent y. This growth in 
the labor force will add to India's persistent employment problem and is what 
motivates the special emphasis on employment generation in the new Government's 
agricultur·al and ind:ustrial strategies discussed below. 

27. The prospects for reducing population growth have been made uncer- ~-
tain by the previous Government's sterilization campaign and the political 

' . 
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\... . reaction to it. From April 1976 - January 1977 the estimated number of 
acceptors was 11.4 million, of whom 7.6 million were sterilized. These are 
extraordinary numbers. However, there has been a considerable backlash and, 
subsequent to the election campaign, sterilizations have fallen dramaticallY• 
The new Government's commitment to voluntary family planning is thus far only 
at the rhetorical level, and the Minister in charge of Family Welfare is 
thought to be neither serious in his commitment nor interested in managing 
the program. In the 1977/78 budget, outlays were reduced by 30%, although 
the Government has an~ounced the effort will not suffer from lack of funds. 
Nevertheless, the fut~re of the family planning program and, consequently of 
population growth, is now quite unpredictable. 

28. Population size, the denOminator of India's per capita income cal
culation, is not growing fast in comparison to those of other less developed 
countries and the prospects are for it to slow even further. The numerator -
Gross Domestic Product •- has grown slowly in the past but the prospects are 
for faster growth in the future. With a brief exception the annual growth rate 
of output has fallen over time through the early 1970s -- from 3.8% during 
the First Pian, ·. to 3. 7% . during the Second Plan, . 3. 2% during the Third Plan 
and 3.0% during the Fourth Plan. The exception is the period of the Annual 
Plans of 1966 to 1969 when the rate of growth rose to 4. 3% for three years. 
For the first three years of the Fifth Plan growth of real GDP has averaged· 
about 3.5%. That these rates are low hardly needs substantiation. They com-
pare to aggregate. rates for developing countries as a whole from 5.5 to 6~0% 
from 1960 onwards. Aggregate rates for lower-income developing countries, a 
category in which India ha~ a heavy weight, are not as high as these and fall 
in the 3 to 4% range. India's rates are lower than some of its neighbors .--
Pakistan and Sri Lanka -- but are higher than others -- Afghanistan, Bangladesh, 
Burma arid Nepal -- for all but a few years. 

29. .An explanation for these relatively low rates of growth is not to be 
found in unusually low rates of saving and investment. Gross investment as a· 
percent of GDP rose from about 10% in the early 1950s to about 2:.::0:.:.:%__...-...:-==--~ 
This latter rate -compares favorably with investment rates in a number 
developing countries. In 1973, average gross investment as a percent 
was 14% in Pakistan, 20% in Brazil and Argentina, 26% in South Korea, 
in Kenya and Yugoslavia. 

30. Rather, the striking f~ ~ure of India's past growth performance is 
that the early 1950s of the investment rate has not 
b n a com arable r se n· the growth rate of out ut. India s 
efforts to accumulate a larger capital stock as been partially offset by a 
marked u turn in the incremental capital/out ut rat (ICOR). This phenom
enon was not apparent between and 1; during this period NDP grew at 
an average annual rate of 3.8% while the total capital stock grew at 3.7%. 
Between 1961 and 1971, however, NDP grew at an average rate of 3.5% while the 
capital stock grew at 5.3%. India's ICOR. is high by international standards--
more than d Braz 's, for example, in the 1968~73 period. 

31. 
efficienc 

clear that for higher .growth over the long run, improved 
source -use is essential. In ·last year's CPP we demonstrat~d 
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that with the very high ICORs currently prevailing, growth even at 4% per 0 
annum was problematic at feasible levels of domestic saving or foreign 
borrowing. On the other hand, improved efficiency could accelerate growth 
dta~tically. Improved performance is possible in all sectors; in agricul-
tur~, for instance, there is great scope to increase productivity by more 
efficient use of irrigation water and ' improved cultural practices such as 
would be fostered by programs of command area development and reorganized 
extension systems. However, it is hard to conceive of the agricultural 
sector growing at more than 3. 5-4% per annum over a long period. To raise . / 
GDP growth above 4% would require relatively rapid industrial growth~ which ~ 
in turn would require -improved efficiency. · Continued improvement in public 
sector mana ement and a more profitable environment for the riva r 
...,._.l~E-~or ~ ax resources In 

trade re ime is rticularly important. 

32. The trade policy built up in an environment of scarce resources and 
low confidence in the economy's ability to compete in world markets has led to 
inefficient resource allocation, lack of access to scale economies and foreign 
exchange scarcities. The scarcity of foreign exchange, combined with the 
imperative to import food and fuel, meant a system of controls which ltmited 
ndustry' s access to · imported raw materials, spares. and component of all 

K n s. ese scare t es ave ra se r uct · n often ced 
ca acit · utilization. -- i.e., limited the efficiency of capital use. Freer 
access to imported industrial goods along with i _ncreased domestic ·· demand 
should allow the gains in efficiency needed to raise the growth rate of 
industrial productio.n above the historical trend •. 'lbe Government is aware of 
these needs and has taken the steps mentioned earlier to liberalize tmports 
and st.imulate demand. . 

33. With the b.asic adjustments India has made in the last few years and 
with good management of the increased availability of resources, India should 
be able to grow at a rate -faster than the 3- 4% of the past. India has the 
potential to extend the 5% growth rates of the past two years into the near 
future, assuming continuation of high export growth rates and improved effi
ciency, as discussed below (paragraphs 41 and 42). If India can manage growth 
at this rate in the near term, there is no reason this rate should not continue 
longer, since the increased flow of resources that permit it and the policy 
improvements that induce it could and should continue. Of course, achieving 
5% growth is not simply a matter of adjusting the macro-economic variables -
public expenditure, import licensing·, export policy, foreign exchange manage
ment· -- mentioned above. It al•o requires sound sectoral· programs, projects 
and institutions to improve the efficiency of the economy. With .favorable 
long-term prospects for a falling population growth rate and a rise in the 
growth rate of output, the prospects are also good. for a significanely faster 
rise in per capita income -~ in excess of 3% per annum. 

34. ~ncreases in per capita income, even at faster rates than in the 
past, are not sufficient to ensure all goals of development. Independent 
India has never relied solely on the triekling down of aggregate growth to 
fulfill the basic needs of its people. India's Constitution is tmusual in 
that it explicitly includes tmiversal literacy, adequate housing, . improvements 

' . 
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~ · · · in health and other measures of human uplift as basic objectives of national 

development. The First Five-Year Plan set forth a strategy not only for 
aggregate growth but for making progress in education, public health, family 
planning, nutrition, drinking water, rural roads, housing, clothing, poverty 
alleviation and community development. Although much of the effort · in these 
areas was directed through the regular functional Ministries, a vast Community 
Development system was designed specifically to concentrate attention and 
effort on these very measures. As such, India's Community Development Program 
is one of the most ambitious and long-standing pr grams ever organ zed to mee 
th& basic: needs of low-income people. The program has met wit ed uc:c:ess 
over its twent -f :i.story. It fulfilled many of its goals of po 
cal ntegration of the c:ountrysi e into a nationwide representative system. 
Attainment of the social and economic: goals of social uplift, increased pro
ductivity and supply of basic: needs differed widely between areas, but in 
general there has been sufficient disappointment in the progress achieved 
for the Government to seek additional solutions to the problem of supplying 
India's population w1 th a minimum level of consumption. 

35. The Fifth n formulated a strategy with these objectives in. view • 
. The areas of priority consumption were elementary education, rural health, 
nutrition, drinking water_, p~ovision of house sites, slum improvement; · rural 
roads and· rural electrification. In each of these areas, norms of service 
lev wer tab shed so as to ensure the equity of their distri ution, and 
the rogram allocated resources for all areas of Ind ese norms could be 
met i _rrespective of resourc ra ts o 1 States. e um 

eeds Pro r as it was called, undoubtedly increased the overall level of 
fun ng flowing into the priority areas. The Fifth Plan ~alled for a 150% · 
increase in outla nominal F()urth ex endftures on these 
· nder this program nutritional intervention, provision of house sites for the 
lan~less and slum improvement became significant expenditure items for the 
first time. However, the succession of the oil crisis and the poor harvests 
of 1972/73 and 1974/75 significantly set back the . ability of the Gover.nment to. 
follow through completely on these plans, although some elements were features 
in the 20-point program which accompanied the Emergency. Economic policies 
of the new Janata Government are not yet fully developed; but it seems apparent 
that, although the Government's commitment to meeting basic needs will continue, 
the emphasis will shift to an approach based, first, on increasing employment 
and improving the productivity of the poor and second, on improving the dis~ 
tribution .of goods and services to the .poor. The employment objective is 
likely to be tackled in ways compatible with other objectives, in particular 
increasing agricultural production and expanding the output of small~sc:ale 
industry. In agriculture, the key to expanding out·put and increasing employ
ment is seen to be a rapid expans.ion. of it1vestment in irrigation; in small~ . 
scale industry, the Government is considering plans for the expansion of 
rural non-farm employment, particularly in sectors such as handloom cloth 
manufacture, food processing, leather processing and simple fabrication. 

36. There has been a debate in India over the effects on income dis-
tribution .of Ind fiural cieuelsiim;;; t strategy. In broad terms the 
question is to ··what extent agricultural growth has benefited mainly the 
larger farmers • . Large farmers make up the core of the rural elite and are 

... l 
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seen by many to be able to appropriate all or almost all benefits of the in
creased agricultural productivity through their control of land, input supply, 
financing and Government services. This is, of course, a very complieated 
area, evidence is fragmentary, and the debate is likely to go on for a long 
time. Part of our economic work on India over the last year focussed on . 
this question and has clarified several aspects of the issue in useful . ways~ , 

37. One broad conclusion is that there was little growth in rea1 per 
ricultural output since 1960 to be di d. Because of a shift 

terms o traae in favor o agriculture over the same period, there was 
an increase in per capita income; however, it is not possibie to be very 
definite about its disposition. Some rural regions of India -- Punjab, 
Haryana, Gujarat, Karnataka and Rajasthan -- have grown faster than others 
and, to the extent the faster-growing areas were wealthier to start with, 
the growth may have resulted in a greater. regional inequality than before. 
However, this is virtually inevitable When one geographic region is better 
placed to take advantage of opportunities than others. The incidence of 
absolut ert in ost robably incr over the 
period 1 6. , reflecting the growing numbers of people and 
almost constant per · capita output levels. The incidence of poverty in any 
given year was found to be very sensitive to the size of the agricultural 
harvest of that year, suggesting that incomes of a 1 1m rove when agricul
tural out ut ex · nds. Nevertheless, none of t e above addresse ry 
directly the question of whether or not big farmers are the main beneficia
ries of increased agricultural productivity. 

38. MUch of this question concerns the involvement of small farmers .in 
agricultural progress -- whether or not they have access to improved tech
nology and its complementary inputs. Small farmers can be taken to be those 
who cultivate farms of ctare • ~ey and their families 
total over 2 !lion peo e or nearly half of India's rural population; 
they farm about one- tal land. An important point about small 
farmers is that their share of total rural income is considerably greater 
than their share of ownership holdings of land; in other words, ~ural incom~ 
·is distributed more equally than land ownership. One reason for this is that 
small farmers lease land from others to supplement their own. Another reason 
is that small farmers cultivate theirs and others' land more intensively; the 
proportion of land irrigated . and the cropping intensity is an inverse function 
of size of holding. This has long been true. A more recent finding is that 
small farmers now have adopted high-yielding varieties of wheat as extensively 
as large farmers. The earlier concern that this was not so was evidently a. 
reflection of the lag between large and small farmer adoption rates, as both 
were increasing rapidly. mall farmers still lag behind lar er farmers in 
adoption of HYV rice varieties, but HYV rice is much less popular than HYV 
wneat among . all classes of farmers, and adoption by small farmers is improving · 
and coming closer to that of large farmers. The use of fertilizer varies 
little by farm class. It also appears that small farmers simply cultiv-ate 
their land more intensively -- put in more labor per hectare -- than larger 
farmers.· The net result of all of the above is . that small farmers' production 
per hectare is often found to be as high as or higher than that of large far
mers. Combining this with the greater tendency of small farmers to supplement 
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~ · their incomes by working for others helps to explain how rural income is 
more equitably distributed than the pattern of land holding alone would 
susiest. None ·of these findings support . the argument that small farmers h••• bot benefited from India's agricultural production strategy because 
their situation precludes their growing access to its essential elements. 

Aid Requirements 

39. .A country of 620 million people with a per capita income of US$150 
and with India's . potential for faster growth should be able to aQsorb foreign · 
resources equal to less than 2% of GDP without difficulty. While the rapid 
adjustment to the 1973/74 crisis has led to a temporary inability to absorb ,. 
rapidly the increased flow of foreign resources, this is necessarily a tempo-
rary pheoo~eno~. The current level of foreign exchange reserves -- US$4.5 
billion in mid-August -- is equivalent to about 8 months of expected tmports 
in 1977/78. The "right" level of foreign exchange reserves is an issue that 
is broader than simply an economic one for India, which, over the years, has 
had a number of close brushes wt'th severe food shortages. Indeed, to the 
ax tent they bolster the Government's confidence to pursue bolder polic.ies, __.-/ 
some de ree o " cess reserves" ma be · ition of desirable change.~ . 
Nevertheless, given the diversity of India's ·exports, likely levels of imports 
in the short term and present levels of foodst.oclcs, reserves of about US$3. 5 
billion wo uate for cont Hene~, presen 
reserves are about US$1 billion above what they .confortably could be, and We 
project this level will grow further in the current year unless there is an 
unexpected surge in non-maintenance imports. However, as variations in 
current aid commitments other than program loans would have their effects 
only over a period two to five years in the future, the relevant period for 
consideration of aid levels is the medium and longer term, when the im o taut 
v bles are the efficienc of resourc Rs -- and the tmport 
elasticities that can be expected. -.._ 

40. It was demonstrated last year that with India's high historical !COR 
of 6, sustaining the rate of growth at even 4% required the augmentation of 
domestic resources by foreign transfers that mounted by 1990/91 to US$31 bil
lion, a level that greatly exceeds any realistic assumptions about aid avail
abilities and commer~ial borrowing for which India would b~ creditworthy. 
This low efficiency of capital was associated with administratively compressed ~ 
levels of imports • . Between 19§.4 and 1974 India's import elasticity was roughly 
ze • Higher level.s of growth in other countries have been .. associated with 
much hiaher import elasticities, as in the table below. 

Average Annual Average Composite 
Country Period Real GDP Growth Import Elasticities 

Brazil 1964-73 9.0 2.00 
Turkey 1965-72 6.6 1.77 
Korea 1965-73 10.9 2.20 
Indonesia 1965-73 6. 9 2.67 



- 14 -

Of course, the Indian economy is very unlikely to grow as fast as any of the 
above in the near term, but these examples demonstrate the normally po.sitive ~ _/ 
relation between GDP and import growth rates. In India the ased effi-~ 
cienc re uired for hi her rowth almost ain re uire freer access 
to 1m orts and result in hi her im ort elasticities. 

41. Aid requirements have been projected in the context of a "two 'gap" 
-- domestic savings and foreign resour.ces -- .model similar to that. used last 
year, in which the effects of alternative ICORs and import elasticities can 
be an•lyzed along with normal balance of payments va:r;iables. The various 
scenarios 4emonstra.te the . importance of improving the efficiency of capital 
use. At the historical level of efficiency-- i.e., an ICOR of 5 or ·6-- a 
GDP growt.h rate of 3% is feasible (see Attachment '4), but 4% cannot be sus
tained, because the volume of external resources required becomes too large. 
With an improvement in the efficiency of capital use, higher growth rates 
become feasible from the viewpoint of resource . availability. Thus, with an . 
ICOR of 3.8, GDP growth of- 5~ per year is sustainable. The first projection 
in Attachment 4 illustrates that, after a period of adjustment up to 1980/81, 
during which reserves first accumulate and_ are then drawn down, aid at some
what more than present levels in real terms is essential to this rate of 
growth, even with a substantially improved !COR of 3.8. Increasing the effi
ciency of capital use is a complex process requiring, in addition to shifts in 
investment composition, substantial strengthening of institutions and improve
ments in management practices. Rapid changes are ·not likely, Qut we assume 
continued improvements in efficiency, based on present and probable policies. 

BANK GROUP ASSISTANCE . 

42. The purpose of Bank Group assistance to India is to help in efforts 
to increase the rate of growth of the economy, increase the efficiency with 
which resources are used and improve the distribution of the benefits of 
growth. We share with the Government of India a desire to increase the 
emphasis given to the agricultural sector both as necessary· to increased 
growth but also as a means to generate employment and alleviate poverty on a 
wide scale. Support for these objectiVP!I; is warranted both by the Bank's 
·ability to offer assistance and the GO· ; willingness to accept. The level of 
the Bank Group program. presented below, although larger than·· approved last year, 
is leas than would be warranted by usual IDA criteria because of limitations on 
IDA's availability to India. The level of Bank lending is a prudent supple
ment to the IDA availabilities;- a larger program could be justified on normal 
creditworthiness criteria. · 

· 43. It is implausible that India could not absorb the level of aid 
that is likely to be available. Aid inflows are small in relation ·to the 
size of the Indian economy and to the extent of poverty. A GDP growth rate 
of 5% is feasible; with plausible savings, efficiency and import parameters 
this growth would more than utilize projected aid levels. Lower growth rates 
than this · are possible, but the Government's intentions, as revealed by steps 
taken already and by more recent policy statements, are clearly to pursue 

• ' \ 
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~ · higher growth. In any case, slower growth along the lines-of the past would 
eventually lead to a recUrrence of foreign exchange scarcity as the result of 
prolonged bad weather or industrial difficulties. The al issues,. then, are 
to ~at extent we can expect the Government of India to make the policy shifts 

I 

~ 
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r equ re to improve econom c in which ways the Bank Group can 
st t e GO in doing this. 

44. The extent to which the Government of India already has taken steps 
in the desired direction is briefly discussed above. In recent meetings with 
the Bank's management the GOI's Minister of Finance indicated that a number 
of further_ ex ansionary and liberalizin were expected, including a 50% 
r se in th lie vestment rate over the next five years and further 
liberalization of policies tal oo. im ort. It probably never 

e possible to know in advance just how much increase in public invest
ment, incentives , to the private sector and import liberalization is sufficient 
to induce the right rate of growth and the right amount of imports. That the 
changes. made so far have not yet had their full effect should not be very 
surprising. It takes some time to shift from a set ·of policies designed to 
manage severe resource scarcity to a set that manage& an increased flow of 
resources ·to grow faster. 

45. The more specific ways the Bank can encourage increased efficiency 
of resource use are discussed below in the context of the Bank Group's · 
strategy and program. It· is worth noting here only the more general point 
that proceeding with our lending program as outlined below With increased 
World Bank and IDA availabilities will not only offer the GOI help in tm
proving efficiency in the form of the technical assistance that accompanies . 
our projects, but also will J;Daintain and increase the confidence of the GO! 
in embarking on a more expansionist and import-intensive path. 

46. The program presented be~ow is based on India receiving 40% of 
IDA availabilities and an IBRD prog~am of US$250 million in FY78, US$350 
million in each of FY79 and FY80 and US$400 million per annum thereafter. 
This re_presents an increase over the program approved last year, which· con
tained US$200 million of IBRD lending per year from FY78 onwards. The in
crease reflects India's improved cr8di.tworthiness; with faster growth and 
improved resource · efficiency In ell require and be credi rth fo 
still hi her IB • The .program presen e · s ased o.n the assumption. 
that India will be able to absorb the proposed levels; the validity of this 
assumption along with the program level will have to be kept unde~ periodic 
review. The issue of India's creditworthiness for Bank lending was discussed 
extensively in both of the last two years. It is clear from the discussion 
above that in almost all respects India's creditworthiness has improved since 
last year. Because of the changed assumptions about exports and imports de
tailed above, our current best estimate of growth is 5% with some improvement 
in the e'fficiency of capital use. Even with pessimistic assumptions on the 
balance of ·payments variables and capital efficiency variables, a 3% growth 
rate is almost certainly sustainable. This low growth has been politically 
acceptable for the past decade; therefore there is no reason to suppose that 
a default situation will emerge in the foreseeable future. With the level of 
Bank lending indicated above, IBRD exposure would rise to US$2,227 million 
by FY85, about 10.5% of total Indian debt and 4.2% of total Bank lending. 
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WRLD BANK LENDING STRATEGY 

47. The sectoral composition of the proposed program for the next five· 
years is compared below with acttial lending in the two previous five year 
periods. 

Sectoral Distribu.tion of ·Bank/IDA Operations 
(percent) 

FY69-73 FY74-78 

Agriculture and Rural Development 21 36 
U~ban Development and Water Supply 3 ' 7 
Energy 9 20 
Human Resources ' 2 ' 0 
~ndustry 37 27 

(of which: Indus trial Imports) (25) (13) 
( Other Industry) · (12) (15) 

Transportation and Telecommunications __f! _!Q 

To·tal 100 100 

FY79-83 

@) 
12 
23 
1 

14 
( 0) . 
(14) 

___§_ 

100 

48. The COQlposition of the proposed program reflects a further exten
sion of the directions in which we have intended to move and have succeeded 
in moving in recent years. It is also consistent with India's development ·.._) 
priorities as viewed by the Government and ourselves. Looking beyond this 
CPP, we have probably reached the stage where the share of our proposed lend
ing for agriculture and possibly for urban development is pretty. near the · 
maximum of what it ought to be. On the other hand, there may well be scope . 
for nding -- particularly for small-scale and 
labor-intensive industry -- and for human resource development. In these 
areas, however, as discussed below, the constraint is ited resources 
but limited solutions. We are exploring new solutions, and to the extent that 
·satisfactory results are obtained from the modest beginnings embodied in our 
program, both in experimental . operations and in our economic and sector work, 
our lending in these areas could increase. These are also areas which the 
Government is expected to emphasize and the availability of sound proj.ects 
may be enhanced once the specific programs of the Government are formulated. 

49. A c read unites most of the rojects in our proposed progr~m 
-- namely, the erative ne for India to improv a i al 
use... In irrigation, for example, the thrust of the projects is to ewun::e that 
water already develo e efficient! used (i.e., command area development 
p ojects and _that technical criteria for the selection and preparation of 
medium and small irrigation schemes place a premium on efficiency. Even 
apparent repeater operations such as Railways and Telecommunications are being 
reoriented to address more directly the question of efficiency. 

50. The nature and the design of most proposed projects also reflects 
our objective of supporting projects which have a demonstrable impact on a 
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. ~ · significant number of target group members and on major institutions. The 
program contains a growing number of Statewide, regional or national schemes 
(e.g •• Statewide irrigation projects, the National Dairy and Seed Projects, 
the Aaricultural Refinance . and Development Corporation). Also, to avcU.d 
counting on the "trickle-down" effect to have an impact on the absolute poor, 
we must e low-cost solutio • This has been the basic feature of our 
extension and researc projects -- an approach which will be continued in 
the context of Statewide agricultural projects. The promotion of low-cost 
solutions to urban services will also remain at the heart of our urban projects. 

51. We want to retain the flexibility of pursuing innovative projects 
which, although small in money amotmts, have high impact and may also become 
prototypes for larger subsequent efforts. This, f9r example. was the case of 
our ·extension and research series and might prove to be the case with the 
proposed rainfed agricultur·e and leather projects. The ability to finance \j 
small, high-impact projects req~ires, as an offsetting factor, an ability to /\ 
finance some projects large in money amounts when warranted on project grounds. 
Consequently, the proposed program contains 10 opeTations of US$150 million or 
more, including 5 of US$200 million or more. 

52. As in previous years, the proposed program is dominated by projects 
with _high developmental impact and small foreign exchange content. India 
imports relatively few capital goods because of the capacity of the domestic 
capital goods industry. The import component .of projects tends to be espec
ia~ly low in such high-priority areas as agriculture and family planning. 
Hence, . to contribute to India's development in these crucial areas, substan
tial local cost financing is r.equired. This is also justified on country 
grounds, as India's long-term external capital needs exceed amounts which 
would constitute import financing of high-priority projects. Therefore, we 
have traditionally financed 50% of the total cost of projects, even when their 
foreign exchange content was suhs~antially less than that. 

53. The capacity to implement the propose·d .program· will need to be 
watched carefully. While the numbers of operations appear manageable, it can
not be emphasized enough that a number of the new types of operations are like
ly to be much more staff-intensive than any projects hitherto. for example, 
the preparation and appraisal of a Statewide irrigation project - e.g., that 
in Maharashtra, which encompasses six dams and six. command areas and calls · 
for a review and discussion of a range of Statewide issues, including - the 
State Government· budget -- .will no doubt require a more intensive staff 
effort than· a simple irrigation · project. 

54. The implications of the new types of projects fo.r future adminis-
trative budgets will depend largely on the speed with which GOI institutions 
dev:elop their capabilities of preparing, appraising, implementing, monitoring 
and supervising projects. The recent GOI deci!!gn ~~ !~crease to ZO% tne 
additionality for State overnments of Bank Grou £ a 1 is a major break-
t oug • t as created a grea ncentive for State governments to seek 
actively our assistance. This has already resulted in a longer list of 
mutually agreed priority projects than we have had at any previous time. This, 
however, is only a first step. We are pursuing w1 th the Gover.nment the ways 
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in which the systematic preparation of these projects can be undertaken. A 
. pr~ect _preparation unit has been recently established in the Ministry_nf 
Alricultu~, though it r ains weak. Several States, with the encouragement 
o~ the Center, have recent y established multi-disciplinary project prepara-
tion and monitoring units for irrigation projects. The Ministry of Fi e 
plans t introduce a simplified and more effective moni or ste for the 
preparation of n Group projects. We are also exploring the feasibility of 
GOI establishing a project preparation facility which could be made ava-ilable 
to project authorities for financing consultant services. In connection with 
the first of our Statewide medium irrigation projects, GOI has established a 
special central unit which we will monitor and which will appraise State 
schemes on the basis of mutually agreed criteria. Bow well these various 
arrang•ents work will have much to do with our capacity to implement the 
proposed program and its implications for our future budgets. 

55. The increase in the number of operations expected in the next five 
years also has serious implications for our supervision efforts. As of 
September 30, 1977 we had 65 projects under implementation. By September 30, 
1982 have rou hl 100 pr ie ~e , an increase of 
some 54%. To manage this huge supervision task, we are tald.ng measures 
to improve the effectiveness and .efficiency of project supervision. This 
includes (i) identifying problems which have a sector-wide or multi-project 
impact, (ii) taking more advantage of Program staff to assist in supervision, 
(iii) development of local capacity to supervise subprojects, and (iv) more 
effective scheduling of supervision visits -- i.e., less fr.equent s~pervision 
of relatively trouble-free projects so staff can give higher pr~ority and 
more frequent attention to projects with difficult problema. We have found 
that frequent supervision very early in the project cycle tends to improve 
implementation and reduce delays. This is particularly true, of course, 
with projects dealilig with new institutions, new technology or new procedures. 
Thus, where appropriate, we . intend to give high priority to intensive early 
supervision of projects. The payoff should be smoother implementation and 
much less supervision required at · the later stages. 

56. As noted in last year's CPP, the reduced lending for well-establishe~ 
repeater projects, including industrial import credits, is bound to have 
an effect on disbursements. In formulating new types of projects we are 
paying attention to disbursement considerations (e.g., taking shorter time 
slices, reviewing and simplifying contracting procedures). Our target is 
to mai~tain annual disbursement levels at not less than 30% of the beginning 
undisbursed pipeline ··in any fiscal year. This should be achievable, given 
otir past experience, and COlDpares favorably with most other countries' pro
grams. However, this wo.uld still mean that by the beginning of FY83, the 
undisbursed pipeline of Bank Group lending to India would be US$4.6 billion, 
compared with US$2.0 billion at the beginning of FY78. 

.· 
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WRLD BANK PROGRAM 

Asricultural and Rural Development 

57. The new Government has indicated its determination to increase· 
effo.rts at developing the rural sector, includiug increased public expendi
ture on agriculture, particularly irrigation. The close relationship that 
has develoPed between the Bank and the GOI in agriculture is highly favorable 
to Bank operations in this sector. There are no major obstacles in matters 
of sector policy between the Bank and the GO!. Recent adjustments in Center/ 
State relations, whereby States will receive a significantly increased portion 
of Bank disbursements on projects executed by the State in addition to normal 
Center-State transfers, will increase the incentives of State GOvernments to 
seek Bank Group project assistance. The sector can absorb more Bank Group 
funds than it has in the past, and we are planning accordingly. We expect 
to commit an average of )JS $700 million per· yeaJ: over the next five years on 
agricu ects compared with US$310 mill.ion per year for the last five 
years. As before, ·t e thrust of the program is ~n increasing fooclgrain pro
duction, particularly by investment in surface irrigation and groundwater 
development. The program is also geared to assisting small farmers and the 
rural poor, not only to increase food crops but to increase incomes through 
cash crop developm~nt as well. 

58. There is now a wide consensus within the GOI as well as in the -Bank 
that irri ation is a crucia~ determinant of increased agricultural produc
tivity, not only because o the direct effects of improved water control, but 
because of its role in encouraging adoption of other components of a higher
yielding technology. The GOI and State governments have traditionally spent . 
roughly half of total expenditures in agriculture on major and medium surface 
irrigation schemes; additional amounts are spent on public and private ground
water development. In the past several years the Government has attached 
great importance to increasing the pace of· completion of surface irrigation 
schemes; the pace has quickened to about one million hectares a year since 
1974/75 after two decades at about half that rate. The GOI and State govern
ments have stepped up expenditures to correspond to higher physical goals. 
It is expected that irrigation deveiopment will be further accelerated in the 
next several years. 

59. The Bank's program reflects this priority by programming fgr surface 
irrigation just under half of Bank Group funds for agriculture. Irrigation 
pro ects suit well the Ban . s goa s o en g or ig -priority projects, 
allowing discussion of important policies, using Bank expertise and committing 
funds efficiently. The Bank has been making progress, albeit slowly, on 
improving standards of irrigation system operation and design, on improving 
on-farm development and standards of irrigated agriculture; and on creating 
awareness at the State level of the need to raise water rates. There has 
been some encouraging progress on the Ganga waters dispute between India and 
Bangladesh; i~s resolution would open several river basins to Bank involvement 
and increase .. the scope for Bank operations in India's irrigation development. 

. ~ 
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60. Because of the very long gestation periods of some large irrigation/ ~ 
CAD projects, we have moved toward financing a time-slice of both CAD and 
infrastructural development in the projects we help fund. An extension of 
thi• approach now being implemented is to consider several irrigat.ion schemes 
in a single State and to finance a time slice of these in a single project. 
This approach is designed to have a greater impact on efficiency by encourag-
ing State-wide involvement in design criteria and in the pace of project 
completion. MOreover, by involving all concerned staff of a State in the 
new criteria, the solutions developed are likely to have a more lasting 
impact than if their application was limi.ted to the staff associated with 
a single project. Finally, this approach can be expected to reduce the lag 
between commitment and disbursement. This approach could lead in the case of 
some States to inclusion of all irrigation schemes . planned during a defined 
time period; in this case, the operation would be essentially a sector 
or credit. 

61. the rissa irrigation ro ct, approved by the Board in September 
of this year, incorporates elements of this approach; we reached agreement 
with the Government of Orissa on criteria to a 1 ed mediUm 
irr gat on pro ec e to help finance any pro ects that meet 

ese c ter For this project we are us ng a spec a y created appra sal 
u t in the Central Water Commission to appraise individual subprojects. The 
successful functioning of this tmit at the Center would allow the d·evelopment 
of a line-of-credit approach to irrigation medium financing. The Gu arat 
irrigation project scheduled to be presented in June 1978 is similar . in form. 

e a:ve begun nvestigations into Maharashtra' s irrigation-sector which may ~i 
result in a c,omposite irrigation project including a number of individual 
irrigation/CAD schemes and related ag;ricultural components. It is still un-
certain if and when the State governments and the Bank will reach a sufficient-
ly close understanding and identity of views on irrigation policies to allow 
a true sector operation, but we are working toward that end. 

62. . In agricultural credit, the Bank will contintie working through the 
Agricultural Refinance and Development Corporation (ARDC). Lending to ARDC 
allows the Bank to discuss sector-wide policies and establish uniform lending 
criteria which seek to strengthen in various ways agricultural credit insti
tutions. ARDC also serves as a vehicle for efficient resource transfer. 
Future operations will focus on upgrading the technical standards of invest
ment financed and will earmark somewhat higher proportions for non-groundwater 
lending such as cash crop or export crop development, animal husbandry and 
fishery development. 

63. One sector policy issue of recent concern in agricultural credit 
involves t~ control of grotm.dwa ter development.. Projects financed with IDA 
funds have included well-spacing criteria to minimize the risk of over
exploitation of this valuable water resource. However, in some States the 
role of institutional credit in financing wells is too limited for the spacing 
criteria to provide effective control over grotmdwater exploitation. We have 
urged GOI and the States where the control problem exists to adopt State-wide 
legislation to control the exploitation of groundwater directly rather than 
by limiting access to institutional finance. Should ~he problem become 
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sufficiently severe, the Bank may have to limit IDA funds to States that do 
have adequate . control over groundwater development. 

64. Another major thrust of the Bank's program is State-level asricul• 
tural development through the transfer of new technology and institutional 
strengthening. This approach deals with a variety of components of State 
governments' agricultural service delivery systems, .attempting to improve 
their organization, management and effectiveness with the ultimate aim of 
increasing farmers' productivity and income. Perhaps the best examples of 
this approach have been the six extension and research ro ects -- Orissa, 
ASsam, West Bengal, Madhya. Prad~s , Rajasthan and the upcoming Bihar project 
over the last two years. The Bank wi"t"ll continue to seek ways to encourage the 
spread of the reorganized extension system to othe~ parts of India, because 
of its great potential for raising the incomes .. of the mass of Indian farmers 
irrespective of the size of their agricultural hol4ings. 'nle exact form of 
the Bank's involvem•nt is currently being reconsidered. We may help extend 

. the system to other States by individual, State-wide projects as · .in thbse 
mentioned above, by including State-wide or smaller extension components in 
our irrilation/CAD projects as was done in several cases, by formulating a 
composite or multi-State extension and research component, or by some combin
ation of all these. In any case, having contributed to the development of 
the promising approach, we will encourage its implementation across India. We 
have included several projects over the next five years that can be used to 
pursue a State-level agricultural development approach. These are tentatively 
identified as an extension and research project covering two or more sta tea, 
and a number of deep tubewell projects designed to improve the efficiency of 
water use. 

65. Development of rainfed a riculture presents a special set of prob-
lems have received insufficient a I' s 

en ing program. a ua of 
~~~~~~~~~~~~~~~~~~~~~~~on, and even when all surface 
an groun water irrigation potential · is !_ull~d, half(;£ the area 
farmed will remain dependent solely on rain for crop moisture. MUch of this 

s ocate in sem -ari or ar a where agriculture is quite different 
from that in wet or irrigated areas. Although land holdings are on average 
somewhat larger in dry areas, the lower yields mean farm incomes are low and 
rural poverty is as much of a problem as in more densely settled areas. The 
cropping pattern iri dryland areas contains a higher proportion of coarse 
grains -- maize, millet, milo, sorghum, barley -- and pulses. Altbough there 
has been genetic improvement in some of these, they have suffered in compari
son to the technological breakthrough in rice and wheat. Furthermore, raising 
yields in dry areas requires different approaches to farming systems ~- pack-
ages of inputs and cultural practices and these different approaches have 
yet to be as sat~sfact.orily developed as in irrigated agriculture. 

66. The International. Crop Research Institute for the Semi-Arid Tropics 
(ICRISAT), which is located in India, is working on the technical aspects of . 
dryland farming. The Bank has supported the GOI's Drought Prone Areas Project 
with one operation, and we are discussing with the GOI the possibility of a 
second project in the future. These area-based projects attempt to deal 
with the agricultural problems of low-rainfall areas as well .as poverty and 
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income instability by developing both farm and non-farm sources of income ·~ 
which are leas dependent on rainfall. We plan a program of sector work on 
the problems of rainfed areas which we expect to lead to a new type of · proj-
ect, and two rainfed projects appear in our program for the first time. On 
a more widespread basis, our extension and research projects are already 
covering rainfed as well as irrigated areas in the wetter Eastern Region 
and in a small part of the drier unirrigated areas of Madhya Pradesh and 
Rajasthan. As these projects are taken up in more S~ates on a State-wide 
basis, even where they are associated with irrigation projects as in Gujarat 
and Maharashtra, "e expect the coverage of dry areas to expand. 

67. Still another portion of our program in agriculture is cash or 
specialty crop development. This area includes cotton, dairy, marine and 
inland fishery, forestry, fruit and vegetable, and oilseed development and 
agro-industrial processing. The Bank has much worldwide experience to offer 
India in helping develop smallholder cash crops. . Some of these programs can 
be regarded as poverty alleviation programs, both because of the traditional 
structure of production and because of the Bank's approach. Cash crops are 
often grown by farmers with little land, because of the high value of output 
per hectare and the labor-intensity of many of the crops; dairying is often · 
the occupation of the landless or near landless in 'India, and even the smallest 
farmer often has a cow with excess milk to sell; traditional fishermen are 
among the poorest in India. 

68. The Bank's program in dairy development serves to point to the scope 
for improved production and organization of this type of activity. · The Bank 
has su orted three dair dev o ec s in Karnataka, ~~~··tb&.u and 
Madh , all baaed on the successful Amul Cooperative model .developed 
in Gujarat. In each case, the Bank helped fund the facilities needed for the 
various levels of the cooperative societies to supply extension and marketing 
services to individual members. The experience has been highly favorable, 
with rapid growth of· cooperative membership and the development of · strQng 
viable cooperatives due to the great improvements in village marketing effi
.ciency possible under this approach. Two further projects, both at the national 
level, appear in our current operations program. The projects would help fund 
creation, using well-developed and successful criteria, of additional dairy 
cooperative societies whose members would be mostly small farmers and landless 
families. The improved efficiency of the marketing arrangements has the. effect 
of raising the farmgate price of milk to the farmer and giving him a more 
assured market while reducing the retail prices, improving the quality, and 
increasing the steady supply of milk in towns. . · 

69. The lending program in forestry, with components of cutting and 
reforestation in tree-dense areas integrated with a forest products industry, 
would result in investment in the most backward areas of India with large 
tribal populations using highly labor-intensive technology (80% of total 
costs are for labor, mainly unskilled). An additional approach being con
sidered is farm forestry development, the main objectives of which would be 
the enhancement of the supply of fuelwood and building poles for village 
consumption. 
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l · 70. In addition to the Central institutions .mentioned above, the Bank's 
program. includes assisting ·in the development of several Central support 
inat1tutions designed to service agricultural . development. One projec't is 
aimed at strengthening the National Seeds Corporation while reorganizing 
seed production and financing the establishment of an additional numbet of 
State Seed Corporations. Another, with the Indian Council for Agricultural 
Research, is designed to improve the national agricultural research system 
by strengthening its financing and helping ensure appropriate national 
research goals. A third would establish the first stage of a relationship 
with the National Cooperative Development Corporation through support for 
the development of cooperative storage facilities at the village and primary 
market level. 

71. Our program of sector work on agriculture concentrates on the need 
to develop and support our lending program. The development of composite 
State irrigation projects will require, as a first step, State irrigation 
reviews to· provide a more comprehensive view of the State's irrigation 
efforts and to clarify basic policy issues. With the completion of the Assam 
and ~ihar foodgr•in reviews ·last year, added to the ones in Orissa and West 
Bengal of the previous year, and with the decision to proceed with more 
narrowly focussed studies in Uttar Pradesh, the original intention to under
take foodgrain reviews in the Eastern Region has been fulfilled. Further 
sector work on State-level agricultural development is planned in rainfed 
areas and in a second-round effort in the Eastern Region. This year we 
intend to have a major effort in the fishery sector, reviewing policies 

'- and prospects for fresh w~ter and marine fisheries, with the intention of 
identifying projects. Subsequently, we intend other speciality crop or agro
industrial sub-sec tor reviews to build our project pipelines in this area. 

12. We intend to continue our economic work on agricultural policy 
issues with further work on the Government's foodgrain pricing policy. 
Indeed, our earlier work has demonstrated the need to broaden the scope of 
our interest to include various issues of foodgrain management including 
pricing, procurement, distribution, imports and storage. This year we 
intend to review changes made in the new Gove~ent's pricing policy and 
administrative controls over marketing. Also, we intend to review the 
Government buffer stocking with the aid of some conceptual tools developed 
in ·the Development Economics Department. We also have been involved in the 
development of a research proposal to study the interconnec tiona between the 
agricultural investment strategy and the rural poor by analyzing the .income 
distribution implications of technical innov-tions in agriculture. 

Industry and DFCs 

73. India has a large and diverse industrial sector which we. have 
supported in a number of ways in pursuit of a variety of objectives. In the 
future we plan to continue in the same vein with particular emphasis., in our 
sector work and lending operations, on aspects which ave proven elusive. in 
the past. These aspe include greater basis o plo~ent creat , the 
small-scale sector a -oriented projects. 
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74. Development finance companies have played and will continue to play 
an important role in the industrial development of India. lhrough them we 
channel resources to well-prepared investments with high returns in fields 
contiatent with Government priorities. We have also used our association with 
the major DFCs to develop a program of special studies carried out in connec
tion with our projects; these studies deepen our understanding of industrial 
issues, and more importantly, provide the Government with valuable feedback on 
effects of its policies. Our association with DFCs also permits us to support 
the attainment and maintenance of high standards of performance. 

75. Where appropriate, we will focus our DFC assistance on specific 
activities which deserve special attention. In the case of the Industrial 
Development Bank of India this will entail continuing support for 
organized small- and medium-scale industry to which IDBI channels funds 
through State Finance Cor ons (SFCs). Also through IDBI we plan to 

sist o· pu private) sector projects at the State level. The objec-
tive of both aets of operations will be to upgrade the capacity of State-level 
inatitutions to identify, prepare, appraise and implement projects and to 
evaluate aDd improve their own policies. . SimUarly, through the Industrial 
Finance Corporation of India (IPCI) we anticipate an association with the 
cooperative oilseeds processing sector. We also propose to continue our 
general support of the Industrial Credit and Investment Corporation of India 
(ICICI), which remains a primary source of foreign exchange for investment 
by private ~1gm= and larae-sc•lc industrial enterprises and continues to 
be an efficient intermediary. We have emphasized for some time the importance 
of diversifying IC IC I' s sources of funds, and modest steps have been taken iii 
t'iin d1ree t:tou. 

76. Given the size and sophistication of India's industrial sector and 
the capacity of the Bank Group, there is a strong case for continued direct 
lending for large industrial projects. lhere are a number of instances where 
~auk Group assistance paves . the way for more efficient operation. In the fer- · 
tilizer industry, for example, our participation in coming .years is expected 
to result iri the construction ·of larger and more efficient production units 
than would otherwise have been the case. This is simply a case where our 
involvement strengthens the hands of those who place efficient fertilizer 
production above the goal of utUizing the capacity of the domestic equipment 
industry. Direct investments are also anticipated in rock phosphate, ·and 
bauxite mining and processing. 

77~ India's balance of payments situation precludes further industrial 
imports financing at this time. In the past these operations were a conven
ient vehicle for discussion of industrial policy issues. We are not precluded 
from a policy dialogue by the absence of such operations; indeed, our continu~ 
ing economic and sector wor.k on export policy and industrial efficiency will 
provide the basis for a constructive dialogue. However, such policy discus
sions are more conveniently handled in the context of specific broad-based 
operations. Therefore, an attempt will be made to develop sub-sector lending 
for the modernization and expansion of selected industries. Engineering and 
coal are two subsectors in which we are exploring such possibilities with the 
Government. 

.. ,. 
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78. Reaching very small-scale, informal, and traditional enterprises in 
industries like leather · goods and carpet weaving, or those .which produce goods 
and services in city slums, requires a new approach. Appraisal of individual 
proj•ets is difficult, the need is for working capital rather than for . fixed 
eapital, and the primary objective is generation of substantial additiottal 
inc,om:e directly for the poor. Among the issues are how to reach small-scale 
enterprises (SSEs), through what . intermediaries, anawith what sorts of -
ns ut oiiS.l: programs. Some of these issues are being explored in the leather 

goods project currently being formulated. Because it is directed towards 
exports, the problem of demand is not significant. If the overseas demand is 
highly elastic, such an export orientation is the best way of ensuring that 
expansion of output benefits producers. However, the appropriate institutional 
form is difficult to determine. Because of the experimental nature of . our 
programs in the SSE area, •ore than one approach will probably be tried and 
the lessons learned may then be applied in other areas like small-scale 
textiles and light engineering industries. 

79. Quite apart from the Bank's operational program for SSEs, there are 
a number of major policy issues, such as the efficiency of GOI's current 
policies of protection for, and pramotion of, small-scale industry, and the 
wisdom of a proposed policy of shifting production from large to small enter
prises by administrative control as a means of getierating employment. The 
former issue is being explored in a study being undertaken under the second 
IDBI-SFC project. Both should be illuminated by a proposed DPS research 
project on SSEs. In addition, the latter question, which is currently very 
topical in India, will be examined in our own regional econ0111ic work program 
on· employment. 

Energy 

lending in the energz.. sec tor represents about ...Q!Ht:. 

r A small part of this is in the oil and saa and 
-..:..:-=..~-+--~t:-:hr--ee o erations in these· sectors over the next five 

ef orts to the Bombay Hi h proje~t and a f rat ro ect 
~~~~se~c~t~o~r. ar the bulk o our program is in the power sector, 

ene gy subsec:tor with the .most &C\lte supply problems. Although 
.the present power supply is vastly improved over the period of the early 
1970s, when crippling power cuts caused serious econ0111ic disruptions, local 
and seasonal power cuts continue and power scarcity permeates the economy. 
Solutions to . this lie in better managem,ent of existina capaoi.ty, fuller 
·i e ra ion of State power systems into a . national system of production and 
transmission, consider a y D)Ore investment in generatio.n ca ac ty, and 
rational ies to contro y g ~ing the right economic 
signals to consumers and to raise resources to help finance new investment. 

81. Since 1950, the Bank has extended loans and credits totalling US$775 
million to the Indian power sector. Almost twice as much lending -- US$280 
million per year -- is included in our program through FY83, but this is only 
a fraction of the total inv'estment needed. The Bank's past involvement has 
resulted in sound projects, in certain specific .institutional improvements, 
especially in financial matters, and in a greater awareness throughout the 
sector of the need to raise tariffs. We have also been seeking to strengthen 
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the Central Electricity Authority and to ensure that existing legislation does ~ 
not preclude sound financial practices by State Electricity Boards. However, 
major problems of institutional structure, efficiency of resource use, ·natioual 
intllaration aDd tariff policies remain. 

82. We propose that most of the· economic and sector work on the energy 
sector -- apart from that ~dertaken in the course of project preparation in 
the fuel sub-sectors -- in the next few years be devoted to the investigation 
of the problema affecting power development. As many of these problems need 
to be · addressed largely a.t the st·a te level, we intend to make an in-depth 
evaluation of the operations and finances of one State Electricity Board, 
probably Maharashtra" s. This evaluation would be designed to serve as a model 
for similar work in other SEBs to be carried out by a strengthened CEA. 
We also intend a broad review of objectives and performance in . the sector 
to better clarify issues for the Bank's operations. 

Human Resources 

83. In official pronouncemel).ts the new Government attaches high priority 
to family planning, now termed family welfare, and retains most of the objec
tives and policies which constituted the National Population Policy (all now 
on an exp~icitly voluntary basis) with the exception of explicit performance 
targets. _However, the major opera tion&l. emphasis in the first months of the 
new Government was to expose abuses committed during the Emergency. The 
family welfare program is intended to become more closely integrated with a 
vitalized rural health program, with an emphasis on training village level 
Workers to provide basic preVentive and limited curative care. The program is 
to concentrate on primary health centers where part-time village level health 
community workers . would rec~ive three ·months' training in basic sanitation, 
maternal and child health, referral, educational and motivation skills. · How
ever, this plan has been criticized for failing to take into account t .he insti
tutional ~ . ..:barriers which have stymied such projects . before, and for lacking 
a sufficient allocation of resources to be effective. Further operational 
questions are raised . by continuing delays in the preparation of specific pro
.gram proposals by the new Ministry of Health officials and by the dichotomy 
between Central Government pronouncements in apparent support of a vigorous 
program an4 the almost total lack of response to any family planning activity 
at the v.illage level, which has thus far stymied efforts to revitalize a volun
tary program. In this context, an effort by the Bank to formulate a second 
popUlation project would be premature at the moment, but in anticipation that 
these obstacles will be overcome during the year, additional lending for family 
planning is included in the lending program. The progress of the project 
depends crucially on how well the commitment of the new Government · to the broad 
objectives of the National Population Policy is translated into an effective 
program of action that can be broadly implemented. 

84. Interest developed during the year in the formulation of a State-
level nutrition project. A nutrition brief on India has been prepared which 
identified the major nut'i·itional problems and surveyed Government policies 
and programs. Calorie deficiency, particularly for women and children, is 
the most serious problem; however, the wide incidence of dietary imbalances 
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has also led to many serious .nutritional diseases which contribute to high 
rates of morbidity. In response to informal discussions with GOI, a tentative 
project outline which ·emphasizes improving the utilization of existing .food 
supplies through (i) the integration of health, family planning, and nutrition 
in the context of the rural health program; (ii) some fortification of mass 
consumption goods (tea, salt); and (iii) nutrition education and training. 
Production components directed toward specific .dietary imbalances may be 
important depending on location and other project characteristics. An iden
tification mission is planned for FY78 pending the receipt of GOI's actual 
project outline which will focus on a subset of the above or similar compo
nents which can be effectively integrated into :an admit1istr.atively coherent 
project. It .is anticipated that the project would focus initially on one or 
more States wh.ich had already had some experience ,nth and cOIDDlitment to 
nutrition activities. 

as. In education, the emphasis continues on agricultural training through 
the agricultural research and extension projects. Although the latter ·are not 
officially classified as human resource projects, they in fact focus on an 
~xtremely innovative and successful a~proach to non-formal adult training which 
has become a model for directly productive human resource development in agri
culture. Du.ring the year the Education Division prepared an education sector 
brief for South Asia. It points out that the Indian school..;;,age Population i~ 
expected to grow slowly or not at all after 1981. If this occurs, univers 1 
rima chool enrol ac s ive additional expend-

..._...,..s' .and pressures on secondary expansion may also diminis so~e a • 
Given these prospects, plus the present incidence of unemployment among edu- x· 

. cated manpower, comparatively unfav9rable rates of return to tertiar schooling 
and its disproportionate share (1~% of total ·educational ex enditure, ·there 
appears to be no strong economic case for general support to the expansion of 
education. However, the brief does note the ·need for selective, innovative 
approaches in the non-form&! sector which could address some of the serious . 
structural problems facing Indian education: · the l!ck of appropriate curri
cula, the high dropout rate (60% before grade 4), regional and social dispa
rities i nrollment ratios. Over the next year further background work in 
·t s sector will e pursued with attention to these issues; a memorandum 
under preparation is intended to serve as a basis for discussion with the 
Gover.nment on possible lending for non-farm vocational training· and for 
projectS aimed at increaF. 18 the internal efficiency of . the formal educa
tional system to permit creased coverage of neglected areas without 
increasing costs. 

Railways and Tele.communica tions 

86. To date, the Bank Group has supported thirteen railways projects 
and six telecommunications operations extending, a total of us $896. 7 million 
and US$368 million in loans and credits to Indian Railways and the Post and 
Telegraphs Department of GOI, respectively. The Bank bas played a crucial 
role in the gradual institutional and policy reform of both sectors through 
these projects. It was de~ided at last year's CPP review to phase out our 
lending with two more projects in each sector, on the grounds that our 
activities in these sectors offered less scope for institution-bUilding 
than· in other sectors. 
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87. We have used the .proposed railways operation for the current fiscal \_) 
year to develop programs of rehabilitation and modernization for selected 
railway industries -- namely, wheels and axles, locomotive and rolling stock 
mattufacture and maintenance. These programs appear likely to lead to tmport-
attt technical improvements and economic savings for Indian Railways. Moreover, 
they have reopened the possibility of a continued significant insti~~t1o~-
building role for the Bank in this sector with primary focus on the improve-
ment of efficiency in railway industries. Given the nature of iaaues and 
problema that have been identified, this will not be a short-term affair. 
Therefore, in addition to the FY78 project, the proposed program includes 
two further operations in FY80 and 82. 

88. Movina away from our earlier technical and institutional concerns 
in the telecommunications sector, in the co~text of the next operation (pro
posed for FY79), we plan to address the crucial sector problems of excess 
demand for connections and chronic congestion of existing services. We 
hope to develop a substantial policy dialogue with GOI on such strategic 
issues as: the tradeoffs between tmproved service standards and system 
extension, policies for . the allocation of new connections, and the potential 
role of modified tariff policies in reducing congestion and in generating 
additional resources for investment. This should form the basis for agree
ment C)D a well-defined time-bound program to d.aal with these problems. In 
the event that such a program can be defined i~ connection with the proposed 
FY79 project, we believe that there is every chance that another operation 
about three years later would be fully warranted 1D support of th~a proaram. 

Urban Development and Sanitation 

89. The first phase of our urban lending strategy has concentra.ted on 
the problema of three of India's largest cities - Calcutta, Bombay an~s. 
In Calcutta and Madras we have supported an integrated package of urban 
services; in Bombay the approach has been support of larger but more ltmited 
~~~~--r..:b~~transport and water supply; in all three cases, strength-

the metropol tan y ajor objective of the lending. 

90. While c;ontinuing our involvement in the problems of major cities, 
we are ~elping to define a second phase in which the focus will be at the 
State level, where most responsibility for urban development rests. This 
will permit the Bank to learn about and contribute ~o policy formulation .and 
to deal with the State's line departments which are responsible for various 
aspects of urban development. MOreover, it offers the opportunity to contri- · 
bute to the development of smaller towns and cities where econoaic arowth · 
must be coacentrated if the pressures of urbanization are to be diverted from 
major metropolitan centers. Preliminary woTk toward project identification 
is underway in Tamil Nadu, and several other States are under consideration 
as possible candidates fo.r futUre State-level proj $1;s. 

91. Employment generation through ~ncouragement OL small-scale enter-
pri•• will be an essential element of our approach to urban development, 
whether dealing with major cities or the State government; both the Madras 
and the Calcutta II projects contain componen\s for small-scale enterprise \_) 
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· development. In addition, several projects outside the formal urban defi
nition nevertheless have their primary impact on urban employment. The 
Leather Industry project in FY79 and the Small Industries projects in .FY80 
anct FY82 will be largely aimed at assisting urban small-scale industti&a. 

92. With increasing pressure of population in urban areas, there has 
been a steady deterioration in se.rvice levels in the water supplY and sewer
age sector. The Bank Group has shared GOI's concern for upgrading urban 
service levels through a lending strategy which has supported initially the 
immediate requirements of major metropolitan axeas. In addition to the 
Bombay water supply project, the water supply components of the Calcutta 
and Madras urban development projects have this objective in view. These 
initial meaeurea are being backed by follow-up projects for Bombay ancl .Maclraa . 
which would help to auament exiatina water supplies baaed on the reaulta of 
studies being coaducted under the on-going projects. 

93. At the same time, the Bank Group has also supported GOI's efforts 
tO prOVide hithertO neglected rural areas yith Water at a ] OW COSt_, The 
on-going wat~r supply project in uU.r Pradesh supports an urban-rural mix 
and is aimed at promoting a sound institutional framework with the objective 
of establishing self-reliant and autonomous entities on a Statewide basis. 
Initial progress has been encouraging and GOI has proposed a project for 
Punjab, based on a similar pattern, which the Bank Group is supporting in 
the current . fiscal year. 

94. There has been a good deal of economic work on urban issues in 
India, including the Bombay Study in 1971 and the Ahmedabad and Bombay Public 
Finance Studies (1974 . and 1976). CPS is currently doing a study of the 
orientation toward the poor of public utilities delivery systems. DPS is 
.engaged in a Bombay labor market study and a small-scale enterprise research · 
project in which much of the work will be concentrated in India. Nevertheless, 
many 1aeuea remain. The Raaion'a Urban Iaauaa · Paper ia an atteapt to aet 
priori.tiea for economic work as well aa an outline on operatioDal. atrateay. 
The more promisina elements include further work on public finaDce, a study 
of State-level urban institutions in one or two States and a special study 
of Calcutta's economic decline to see what national or State-level policies 
offer the best chance of reviving Calcutta. 

INTERNATIONAL FINANCE CORPORATION 

95. IFC's commitments in India total US$58 million to twelve companies 
manufacturing steel products, engineering goods, machinery, cables, ceramics, 
chemicals and fertilizers. After sales, cancellations and repayments, IFC's 
portfolio included US$24 ·million in loans and US$7 million in equity as of the 
end of June. IFC's most recent investments in India have been a special steel 
project ' (1975) and an automotive piston and pin project (1976). IFC activity 
in India continues to be constrained by the Government's view that IFC· funds 
are expenaive compared with funds available from bilateral aid aourcea or 
other international inatitutiona. MOre generally, IFC haa auffered from the 
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impedimenta which ltmit private foreign investment in India. Nevertheless, - ~ 
the Government has fro• time to time expressed interest in IFC assistance and 
IFC has maintained a dialogue with the Government to identify investment · 
o'portunitiea. Projects likely to involve IFC ' in the future would be large 
and technically complex, where IFC's project evaluation expertise could pro
vide a unique service. The Government would ·also- consider IFC financing in 
cases where concessionary funds are not available .in sufficient amounts. / 

THE ECONOMIC AND SECTOR WORK PROGRAM 

96. Our economic and sector work has three a~s: (i) to carry out our 
basic economic reporting function, especially for the Consortium; (ii) to 
increase our understanding of salient aspects of the Indian economy, parti
cularly ·of key policy issues; .and (iii) to provide the background unders.tand
ing for lending and to help in -project identification. Although much is known 
about India, the amotmt to be learned and relearned is vast. A work program 
cannot feasibly be defined in relation to gaps in general ·knowledge to be 
filled, since a large multiple of available resources could be consumed in 
filli~g these gaps. lather, the program has been .devised by defining what are 
particularly pressing informational and analytical gap's' to fill -reporting, 
policy analysis and Bank Group operations. Our sector work is -focused closely 
on the BAnk's opera tiona and in fact, is one part o.f a continuum which lead a 
throuah project appraisal and supervision. 

97. The economic and sector work proaram, which waa mentioned in the 
earlier sec tiona .on individual sectors, is discuaaed in detail in Atta-chment 5 
and ita phaains ia shown in the accompanying table. In the paat several years 
we have cempleted major work on enersy, with an update on the oil and gas sector 
and on export performance a~,poliey. In addition, there h~ve been a series of 
special studies on capital and ·--growth, agricultural pricing and investment, 
small farmer development, forestry, population, nutriti~n, and rural poverty. 
In future work the major focus will be on qriculture and industry with . work on 
broad policy issues in both sectors, including foodgrain management, industrial 
strategy and employment issues in both sectors. The investment made in wo~k 
on energy, trade policy, and population will be maintained w1 th follow-up 
pieces. In operationally-orientated sector work our main effort is on the 
a.gricultural ,sector, particularly with State-level irrigation reviews, but 
with some sector work on the urban, energy, water, industry, population and 
other social sectors as well. 

CONCLUSIONS AND RECOMMINDATIONS 

98. India's democratic tradition was reasserted and deepened in the 
past year with the calling of the parliamentary elections, the formation of 
a new· Government, the ending of the emergency and the consolidation of power 
by the Janata Government. The economic situation continued to improve in 
most respects with the outlook for a good year in 1977/78and a growing glut 
of foodgrains and foreign exchange. 

·. 
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The major recommendations of this CPP are: 

(i) that India is creditworthy for Bank lending of US$250 
million in FY78, . US$350 million in FY79 and FY80, and 
US$400 million thereafter; India would remain credit
worthy for higher amounts if present growth rates per
sist with increased absorption of imports (para 44); and 

(11) the broad sectoral balance approved last year should be 
reaffirmed (para 4S). Compared with earlier periods. this 
implies an increased proportion of lending in the agricul-

. tural and urban sectors, a decreased proportion (and changed 
emphasis) in railways and telecommunications, and approxi
mately unchanged shares for the energy ~nd industrial sectors. 
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LAND ARIA (THOU KM2) 

TOTAL 
AGRIC. 

3210.5 
1780.7 

GNP PIR CAPITA (USS) 

~'ULATION AND VITAL ITATISTICS --........... -~---.-----------
POPULATION (MID-YI, MILLION) 

~PU~ATION DINSITY 
PU SOUARI Kill. 
PIR SO. lUll. AGRICULTURAL LAND 

VItAL STATISTICS 
CRuDI IIRTH RATI (/THOU, AV) 
CRUDI DIATH RATI (/fHDU,AY) 
INFANT MORTALITY RATI (/THOU) 
LIFI IX'ICTAHCY AT IIRTH (YRI) 
GRDII RIPRODUCTION IATI 

'DJUUT ION GROWTH UTI (I) 
TOTAL 
URIAN 

UIIAN POPULATION (I 0' TOTAL) 

AGI STRUCTUAI (PIRCINT) 
0 TO t4 YUAS 

tS TO 14 YURS 
II YIARS AND OYII 

AGI DIPINOIHCY RATIO 
ICONOMIC OIPINDIHCY RATIO 

PAMILY PLANNING 
ACCIPTORI (CUMULATIVI, THOU) 
USIRS (I OF MAIIIID ~OMIN) 

IMPLOYMINT 

TOTAL LAlOR FORCI (THOUSAND) 
LA~ FORCI IN AGaiCULTURI (I) 
UNIMPLOYID (I OF LAlOR FORCI) 

INCOMI DISTIIIUTION 

I OF PRIVATI IHCOMI IIC'D IY• 
HIGHIST II OF HOUSEHOLDS 
HIGHIIT 201 OF HOUIIHOLDS 
~liT 201 D' HGUIIHOLDI 
L.CIIIIIIT 411 01 ,_,.IMIU.DI 

llltiiiUtiON OP ~ ~IIMIP -- ------~------I O.ID rt TOP tOI OP OWNIRS 
I DWNID IY SMALLIIT tOI OWHIRS 

HIALrH AND NUTRITION 

POPULATION PIR PHYSICIAN 
POPULATION PIR NUlliNG PIRSOH 
POPULATION ~II HOSPITAL liD 

. PII CAPITA SUPPLY OF • 
CALORIIS (I OF RIOUIRIMINTS) 
PRQTIIN (GRAMS Pll DAY) 

-DF _.ICH ANlMAL AND PUL.Il 

OIATH RATI (/~) AGIS t•4 

lDUCATlON 

A~USTID INROLLMINT RATIO 
PRIMARY SCHOOL 
SICONDAAY SCHOOL 

YIARS OF SCHOOLING PROYIDID 
(FIRST AND SICOHO LIYIL) 

VOCATIONAL INROLLMINT 
(I OF SICDNDARY ) 

ADULT LlTIRACY RATI (I) 

HGUIIHG 

PIRIONS PIA ROOM (URIAN) 
OCCUPIID O.ILLIHQI Wl~UT 

1111,10 WAUR (I) 
ACCISI TO ILICTRlCITY 

(I OF ALL DWILLINGI) 
RURAL OWILLINGI COHNICTID 

TO ILICTRICITY (I) 

CONSUMPTION 

TAILI ~A 
As tacbMat 3A 

INDIA • SOCIAL INOICATQRI DATA SHUT faa• 1 of 2 ___ ..,...~~..--------------~,__, ___________________ 
INDU IIFERI¥CI CQUNTRIII ( 1170) 

MQST RECINT 
1110 1170 ISTlMATI lNDCNUlA PHlLI,lNIS IIIAZlL ** ---....------ ~------- ------------- -~----- .,., 

10.0* 100.0* tso.o,a• 130.o* uo.o• 110.0* "-·---. 

434.1 147.1 62o.4a U7.1 H. I 12.1 

133.0 117.0 !89.0/a ea.o 123.0 ".o 
212.0 301.0 48.(]'TT 414.0 ns.o 41.0 

43.2 41.0 37.0 45.1 44.2 31.4 
u.i ti.O t7.0 20.1 t3.2 1.1 

UI.Oa t30.0 10.0 tto.o 
4t ,7 47.2 ..... •••• llo4 
a.a ••• 1.1 a.a a.s •••• 
2.0 2.3 2.1 1.0 a.o ••• 
2 ·•1!!. 3.2 3.t S.?j,A 4o0 1.0 

17.1 tl.l 20.1 ''·•a 27ol 11.0 

41.0 4t.l 40.1 /b 44.0 41.1 42.0 
15.1 51.3 51.7 7li' 53.1 11.1 ss.o 

3. t 3.1 3.2 7'0 2.1 a. a 3.0 

0.1 ••• 0.1 0.1 o.1 0.1 
1 .1J.s. 1. ;1.!. t.2 J.s. '.I 1.1 

71.0 14515.0 37151.0 251.3 314.0 ao.o 
tl.7 2.0 , .. 

175000.0 211000 .• 0 241000. 0 1.!. 12400.0 L! 21400.0 
7t.O 11.0 18.0 , .... • 40.4 

1..01! 1.7 . ,.. '·' 

21.7 25.0/b 

····~ It .7 S3.t·~ ea.o 
r 4.\ 4.7tl s.o 
ta.e ta. t , ... ....__ ... : 

41.0 ' .. 
.•... ~ .. ···· ······ 21370.0 ttto.o 
'310. 220.~ 3680.0/d 7130.'J.s. 3220.:& 21 ... 0 11tO. ..- tMO. 110.0 210 • 

11.0 12.0 11.0!! lt.O u.o tot.o 
15.0 13.0 12.0 • 43.0 41.0 14.0 
ti.O tt.o t4.0 u.o 31.0 

44.0 ••• 

31.0 11.0 79.0/b 68.0 1t3.0 17.0 l.·o 21.0:zE t2.0 41.0 

12.0 t2.0 t1.0 12.0 10.0 tt.O 

1.0 1.0/d 
31:0~ 

21.0 1.~ 17.0 
24.0 :J3.rr- 11.0 .... 

2.1 2.1 2.1 t.o ,.., n.oL£ 
u.o 41.0 

7.0 1.o 
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"""I"V .. Jh .... . ' 
Uftllll ocl\etvbl aocl4, •uo for W refer CO eny ,. .. MI:VHft 1959 tnd 1961, for li.Z2 ~OCWIII 19M tnd 1970, IIIII for Mn 5 aeuns ltc&llst ~uwo .. 
11n •4 11n. · 

OIIP ,.r 11plu duo ere ltuod .. clio Worl• lollk Aclu Mtllo4o101Y (1974·76 bode). 

•• srleu 1111 1too11 oe1occo4 ce ea objoccivo couacry -.aoueo of lee tho eftll C:Ga1JUibll prob1_. of rostonel lnaquUcy. 

a 1951-61 ... , ... ; . .Q, 1951-60; a luio of populet1011 '*" l5 1114 65 IM over co lellor forc:e ••• 15 and OYI'l'; 
/.J lleiUCerod eppUcaace fOI' vork; a 1962; f.l. llellii:INd, DOC 11\ precctdac ta Chi couacry; •f.A tncludllll 
•Uv&Yea; a 1951; ,U 1960-62. 

1.1. Recio of po,u1acloa 11ftdor 15 eM 6S end ovor co 1ellor force 111 15 ad over; 
iJ. 1967, . 

MOIJ IFSF!T Ill p!dfll 1.1. 1976; Ll. 117\; I.J. lteclo of popuhclon untler l5 oncl 6S and over co lellor rorae 111 lS end ever; 
/.J tull&ii'ac •ltlvivll; a 1969•11 IYII'OIIl IJ.. .Pop111lslon 10 yoero anti over, 

~ a 1961•11; L1 1971; !.£ tncllldlaa •ldvivu. 

nxqrrms .W2 I.J. ,\1 ,."''"'' .. of -.l~c; L1 Not 1ac1ud1at prlvoce vocecionol oc:hooh, 

l.!.?.2 1.1. Ec-icelly ecUvo populecioa; a Koepical pen-1; !.£ luU. osly. 

Ill, Mow.Hr 3, 1917 

I!RP'mC1!1 or socw liii1CAT9M 

Lepd u, I sl• )p1) 
IIUJ. • hu eurfeco eru c..,ruf.aa leed erN -.11 lalftd vocen. 
.m15.&, • Mon roo•& nta.otl of ttrillllcurol oroe u.etl s-..nnl., or ,._. 

aeacly for '"", peu11ne, ael'llec • lcs.tehMI ...... or tl lie feUw. 

c"!.P.!r:::!sa.,'r.!l :.:::.:-~ ·::!:::::s::: :!.:ll!:i:! 'n;t;;!,;·~:=~ll 
LtM& 1910 ... \f71 tlau, 

IU.1mlll.1 
Ioj:!c!:~f:,f:='::!' .;.~:..~::'~:!!:.::!:1 .:::::: !::~~d!:s.:~ 

'" vortou. •-111.11 an noc c-.orable. 
Le~!E ''":JP 11rlsytsyp q.> • ·'&nculsurll ltbor ftNe fln far.t.aa, forutry, 

llllll&illl Utl"••l) 11 ,.n•ceae of cocel Labor force. 
Ynwol!f! n. tf t!'or fpntl • Ulle,l01'1t1 aro uau.Lly dstlftl4 ., pen0111 who 

11'0 I~ I fttl Wl l111 &I Sills I JcHt, GUS Of a Job oa a llvtn d..,, NUlftld out 
tf • Job, eatl IMiliq vorll for • ,,..,u .. •lnia\a portoa 111t eiiCoecltaa oat 
-11: ~ IOC lis c_,.roale bsSWIISII c-1r111 clu to dlffonac cl1ftntctoae 
of uaw,l.,.cl lftd llllfto of cletl, •·I•, 111pL.,_1 otfiee aucS.Uce, ow,lo 
'""""0, l..,..\1.., ~1.,...1 lMIAI'IMO, 

lase dlst~hUe • Plftllltlll If ,rtvou lnl- ~otll ln ctell and lttncl\ 
· n .. tvo rlc It J\, rlolleec 201, ,ooroec 201, encl ,..,.u loO\ of 11 ..... 
lleltle. 

P"!f•bs&U 'f ~'Df f!SPbl• • PIHIIIUIII of llfttl _ _. ,., vseLsllteu 1~ • ,..,... 6! ~ _,, •. 

"'»~"" nr f:D'" nne • ""'leU• diritletl lly awbor of Pf'IIU&llll 
.. ~ IIIII ,_ aradueco aun11, "trelMd" or "corclft.ltl" ~Nnee. tM 
-Uilry pen-1 vt.cll crlia&at or,.,..,_,, 

l!IM''f!ft nr ""ftf'' bs1f • ..,.leciw dt.vlM4 Ill' IIWMr ef -.,ttel .,.. 
'"' • ill ,..- eed ,rt.w .. •-nL ..,. .,..uelleetl ~~oo,uol 111cl 
nMUlhatiw CHitft& IMlllllee wn\" .._. tltl MIHUt.._tt r ... 
111UIItlt.al IIIII PtftftliW 11n. 

,., 'I''!' 'M'J'x " !!"'" i! '' 9!"te-ft"' . ~·~~~ , .. _q., 14111.,. •• 1 Ml I 111"£ 1 n? e T ••••1'7 ,., upUe "' .a.,; 
-ila~ll III"UU l_,l't.IO ·-Ule P ..... lt.•, ..,., .. 1111 aa,.rce, llld 
thWIM 1a lhlkl Ml 11&11,\lM IMliiiH ent.ael foeti, 11~, ~IIIIIIIUht 1111d 
ill feetl . PI'MIIIiaa eM l••• la Uec11.~111lllll l'l~lllr .. au wrs eutaesotl 
~ P40 ••• • ""'''lllilel ....u fer .. .-1 nct.vi.r, 1M heellll tould• 
ol'iac _U... .. l t .... l'lllll'l, lletlp wll)lte, 111 1M Ill dUII'liiiiiUae d 
""'lau .. , _. •ll•t.ae \Ol fw veue •• llewlollot• Levol. 

"' "'"' '»II'IJ! '"'3'' '"' "I 4'1' . '""'' '"''"' '' ,., "'"' •• ,..,1, o ,., 171 •• ••" ' 1 flltl u .. 11114 ee 1Mvo; n~ifl• 
... , fn ell oe~anuo 111eiiUshtl a, UIOA le-u lleeoenlt llf'llltoe 
'"""' fft e •ia...,. •ll-aeo ef Maw- ef cecal ,...cota por .. .,. elld 
ZO ar- of na-1 _. ,.alee "oceia, of vllith 10 p- ellould be selaal 
,..ceia; tlllle u..,..HI en 1-r sMa cllee of 7S ••- of cocel ,rocete 
... U ..... of ..a-1 PI'OCila II n Oftl'lll for CM vorlcl 0 ,..,.. ... a, F AO 
ia eM flat.n Wol'\4 feotl IIIIW'}'o , 

bL"at" pgytp 'f.'!;.'QT 11S..l eM 1f11! • Pnut.a '""1' ef Cootl 
l'iii'OM ..... ..... • ,. .... Ia ..... ,.r • ..,. . 

peep US! "S!J' ug k'"'" • gaul 4Ncl\l ,.r CMuiiM ill 111 11'_., 1-. 
,..,., 10 I i na ~ Ill 1nu,1 IIIUIICetl II ft lMliiCOI' of 
•t.acnu ... 

!f!!!pl!t''-· "5~- Pr1M" ehel • lanllaae& If oU ...... por• :::cq;y , •• .., ac i•ep ""'~a; lacll~Us tllt.l4n. 11ot1 6•11 yoen 
aut etiJ•tl4 for Uffonac l ... CIII ef , .. -..., otl111eUoa; for Clllfttl1.11 vt ch 
-'""" ""'""'• -u•nc .., ..... lOG\ liDII •- ,...u, oro llsltw 
or !Mn CM Offiliol IIMol ep. 

ftl!!:al" gpl1eps res&' • ''tprult" esb:Jl • c-....cM 11 ,...,_: ....... .., 
clw ~&rae u 1111 ow yosn o '"".,.,... 'rial" toeti'IIIC11a; 

pnritlee &•11'11, VMUi ... l II' 11111111' Cl'tlaiq lDIII'u.&l- for "'' Ue 
of U te 11 ,.,n of 1111 '""',..._' 11111111 on ll••reu, ou11111od. 

JeeR 'f£bnl&M :J""''! ''tn' •M •••pt lezelel • Tecel 1••n er 
II N I U Ill 11'7 '"" • VMIU... MCWU .... , H 'll'tllll1 or 
l .. liML, IMllltlotl, 

Y·tl~~·· "t'~IM'f f'" ·e•••nl · v•ett ..... l ''"u""''" "••lu• • 111 ltoel.11 IIIU e or •• r ,, .. ,_ wUell ........ llldOPIIId•ll•l~ '' u 
dl,lf-1111 If 1101111 .. , IIIUttllll-, 

Mull llStrln "l'J"l • I.UII'UI 1d11LU lttle t1 reed and Whll 11 lltr• 
0 .. 1111 0 Sill II l ,.,..lect.e IIIII lS Yll!l .. i -·· 

lii:Wlla 
"'DOD' "' r~ 'YRtnl • Avoraa1 niiUsr of ,.,.,.. "' r- ln occupted •-•ct- dW lnce ta uno• eroes; dvolll11111 ••o1uio n0ft•pon.11eoc 

ICNCC\11'11 ntl 1111•eu,i1tl ,.rce. . 
Ossyo~ Mll!,nl! YiSbftS pU'i V!C!I' C) • l)ccu,tl4 COIIVSftCLOne\ dvolllnaa 

1a .. nd l'lll'll 11'111 vUheliC llllide II OOICil.do ,,,.. WICII' facillUII 
11 P'r'lllftttp of ell octu,led M\Uaae . 

!f'''' s!' sltssrtslsy G of all Mlltpsel • ConvftCioul dwellta•• wich 
elecsl1.e11:y la Uvlq ~rcon 11 porclfts of tocel MIHna In urll111 eai 
Nrll ero11. 

ltuttl Mlllftl! S!Dft!SStf S! tlasrictsy <;> • C-.uce4 •• abO¥! for r~ral 
MllLiate oaly. 

swppsion 
l4iio nstivsre tnr Sbft I!Pl • 411 """ ot rKelvnt for tedl.a llroeclceata 

to 111111'11 pdUc ,.r Fhoullntl of po"'leeloa ; ncludll ~~t~ltceaui rocdvera 
lo c .. nCI1.e! anti 1a yean vl\le roalacrselon of radlo aoce vet '" sffocc; 
dtse for reclftt yeen My ao& be c•,.nll\t ''"•• _, couasr111 ellolhll'i 
Ucoutq. 

'•t::r:w·n.Lr:.:.":. ~":l. i":!:a::::r .::::. ·::~:: ::o:, ~~::,.:uc '"• 
vslllllll . 

""tn·u:l~'xr "f "', . Mllual ....... u ... ,, '" .. u"'' · ·-,."· · I'll I I ' ' YIU 0 lltl'lol" Ill IILI-.u IIOUI'I ,., U'lte, llftOEIII¥ 
11 .. 1d • ,.r•u.u .. deu. wllb ... c oiL•tlloo fer 111ue 111 artde •ut all-· 
1q fer .. ,."' tltl ,_..,.CI of olnnt.tlt!l' · 

l!nnrtns (lce/xr nr en\ • Per oeptu 11111\111 uu...,uoa '" llilollr
IICWICii fr• .._IUC 'rotlucUOII ,1111 M& ..,.ECI of ftftOJI'Int . 
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nt&i¥1! \in:nt. !letf;76177. 1916/17 

"" ... 1 1IUIIW. J:Eo ~l£§•cl Shar-e of 

11'2l'l II'IZ'Z li'Zl'S EI!~Z'' 11''''5 i~'52~i 1971£77 1!77771 197!189 ~981lli 1!'~174 U't£77 1981£8~ ~*!P 

"-.. 
w 

'uU'!itrt!:'!rt.,6m m••> 
CliP (urkn price•> 6Ml0 71237 70726 73651 74136 11430 12650 17600 95879 10~127 .1.4 z.t ~.1 100.0 v Glhl fr• TT 1110 1369 ll90 1076 • 370 •360 0 ·ZI3 ·641 ·1011 0 
Gro11 o..nic lac- 70920 72.0. 72116 74734 73766 11070 12UO 17ll7 tS232 104746 1.3 %.6 ~. 9 100.0 
~ru (lnc1. Mrl) 6227 6632 6305 151 6U5 6354 6511 6721 11U 10062 ). 5 1.0 e.e 8.0 
txporu (incl. llfl) 4205 4333 un 4960 5004 .5295 6349 Ull 7614 1121 4.2 6.4 6.8 7.7 
'~q~oru • TT MjVI-11C SlU 5702 '6149 6036 4634 4935 6349 6241 7036 7740 3. 2 1.3 .:..o 7. 7 
leHwile O.p • TT 14juaca.nc • 912 • 930 • 156 ·UU "1621 "1419 "239 ·410 ·l12t 2322 0.) 
toiil e~~~._u .. 59646 6ll67 .59216 621U 61300 65420 uau 71359 71109 16691 1.0 1 •• l.il 79.6 
tii'H•c•ni 12116 12169 12916 13614 llo017 17069 17074 16431 112.51 20370 %.9 1.1 ).) ~0. 7 
o..auc k¥1.1111 11274 11239 UllO 12.569 12466 uuo 1613.5 1.59.51 17122 11047 z.a 10.8 l.i 20.~ 

cor ec Cunene r11 4.5167 410U .52620 64S21t 76501 10616 12650 tU60 122437 1S41U U.6 1.6 1 J.4 100.0 

111'0 .. S!!nac '2. I!!ID I' "IIEl 
Aariclllc>~ra lt7 46 46 50 47 4t 47 41 .. .. u 47.1 
liMiuan:r Z2 Z2 Z2 20 22 21 23 Zl 23 24 H H. I 
Other 31 31 31 JO ll 2t 30 Zt u 30 lO z~ . 1 

a&s•• 11zzt'7' • ~~u 
&aport ftice ,...._ 52.6 56.6 60.6 71.0 t2.4 96.0 100.0 105.0 111.9 136.4 1.1 16.1 6.4 
~I'C ftiel ll'llln 41.6 1t3,0 "'·' ·10.0 .... 103.0 100.0 109.1 U9.1 us. • 13.2 16.9 t.2 
T•- of Tr•• lllllell 126.4 131.6 nt.2 121. 7 92.6 93.2 100.0 t5.6 91.6 17.1 •).I -o.7 -2.6 
ODP Dlflacor 14.7 67,5 74.4 17.6 10J.2 tt.o 100.0 uo.o 127.7 146.J 10.t 4.4 7. t 
A'IIIII'IIO lulle•eo aaco 7,, 1.lolo4 1. 706 1. 7tl ,,.,, I.U3 1.nt t.o e,n t.n 

~~~·~ E'DIDII '61 I II &Ill 
tlli'I'II\C .. coipca 14.5 "·l 16.6 1.5.2 16.1 11 • .5 19.2 ).0 u.o 19.2 
C:II\'1'11\C llqleM i tuel 14.2 16.3 16.7 u.o 14.4 16.5 17.7 J.: l.b 17.6 
lud .. CI\'7 leYiqa 0.3 -o.z -o.l 0.2 1.7 2.0 1.5 1.5 
Pull Uc leccor 1-•-c 5.3 s.t s.s 4.9 6.1 7.S 7.0 -1.2 U • .5 7.0 

llllliSI~ l!!fi.IISIII 1z1~,,a-~m,,. l!"U!:197!1ZZ l!77 ,78-12!2,!1 

lCOI 10.1 ~ .. 3.9 
~ lleaU.dty 2.J o.s 2.4 
........ la¥iq .... <',) 17.0 11.9 17.1 
lllforto/ODP (t) 9.J 1.1 1 • .5 
1-•-tiGDP (t) 11.0 20.3 19.0 
... oune 0.,/GDf 1.0 1.4 1.2 

1 ; '"'•u•• ." ;;;;; .. ••• .,_.. .a T£ ,.. --.. W pa ei H • .r •• - .. u tcoa •' J.l. TheM •neo,oM u IM flftl '"'""" of lllo llelaMo of ,.,....,. 41••• ... ln ooM 
.. CIU LoAI ...... OI 4, . . 

I 
.... .,... 

., 
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6UISl!eD. 2' 

(~t!' 
·:....; 

1170/71 1t71/72 lt72/73 1173/74 1974/75 1973/76 1176/77 1t77/71 lt71/7t 1t7t/10 l.ti0/11 1111/IZ 

A. C2!!S!DC ~197!£77~ l£ic!• 
FOOII&Taiu 721 407 162 895 1116 1488 930 149 149 596 1043 1490 
re~t111a•~ ' re~tilia•~ l.M. 185 214 2.55 369 46.5 465 310 279 304 330 3.59 391 
t6L 12.57 1.517 1.587 19.53 1660 1602 1625 1761 169.5 1717 1631 1610 
CdaUaild Irena 6 steel 437 737 660 .58.5 686 3.57 26.5 26.5 310 362 422 452 
Otb•~ late~iate Good& 217 239 225 209 220 162 190 221 ~9 302 3.52 377 
Capital Good• . 10.52 117.5 11.59 1210 1087 108.5 140.5 16.59 1829 2035 2264 2392 
OtbH Cioocla m6 lit~ 

1804 1478 .505 728 1375 1896 ~~n 2258 2.508 un 
~~,Good· 9 ' '3m 6699 ,,, !iii ii'Oo' 6230 'fiOO 1M 

5'37 512 453 452 .516 467 488 498 514 560 603 6J4 

Total Gooda ' us 6227 6632 6305 71.51 62.5S 6l.54 6588 6728 7091 8160 9111 10056 

•• !1&11 ~ice• ~·976£77 • ~OOl 

Poo4&T&lu 39.0 43.2 64.7 67.8 96.1 110.6 100.0 107.4 123.9 148.7 115.9 200.0 
Pe~Ciliaar ' Jertiliaer l.M. 72.0 52.8 74.i 78.9 1.58. 7 138.3 100.0 138.0 146.0 166.3 112.9 200.5 
POL 14.4 17.2 16.7 40 • .5 87.4 88 • .5 100.0 107.9 117.4 126.0 134.7 144.1 
CauUaed ll'cna • sc .. 1 44.9 43.3 44.4 .54.7 77.4 99.0 100.0 107 • .5 uo.o 132.2 1U.9 1S4 • .5 
Othe~ lata~iate Good& 47.9 50.2 53.3 65.0 84.0 93.9 100.0 108.4 117.1 w.a 134.6 144.0 
Capital Good& 50.0 .53.8 .59.6 69.1 80.2 93.9 100.0 110.0 111.9 127.7 136.7 146.3 
Otbar Good& 48.9 51.9 "·5 67.0 82.0 93.9 100.0 1ot.4 117.1 12.5.8 134.6 144.0 
toc-;.1 Goocla 40.6 42.0 45.8 .59.3 101.0 103.4 100.0 110.0 119.3 130.2 143.2 1.56.3 
MrS- 52.0 .55.3 60.1 71.2. 87.2 98 • .5 100.0 107 • .5 116.2 124.8 133.6 142.9 

Weifbtad Ava~••• 41.6 43.0 46.9 60.0 99.8 . 103.0 100.0 109.8 119.1 129.1 143.2 U5.4 

c. cuuec PYicft 
P~paiu 284 176 10.5 607 1072 1646 930 160 1., ... liSt 2MO 
re~t~11ae~ • re~tiliaer l.K. 133 150 lat·· 291 738 643 310 38.5 443 S49 IS7 Jl4 
POL 111 261 265 791 14.51 1417 1625 1900 lttl 2164 21M 1421 
Caaalia .. t~oD ' Staal 196 319 293 320 531 353 265 21S S72 47t 603 '" Otber taca~diace Oooda 104 120 120 136 185 U2 ltO 240 303 ,., 474 su 
C.J.ltel Good a . 526 632 691 ll6 172 1019 1405 liU U7S 2S91 30t4 l4tl 
0 tat Good• df~ 1n~ IX! I 3;;~ 414 ,as; if~! w iiH tm tim 1m+ Total Coocla 'ffi4 
HI'S 279 283 272 322 4.50 460 488 53S 597 699 805 907 

Total Cooda & US 2.590 28, 2954 4293 6244 654.5 6.581 7385 8443 10.596 13145 U634 

l .. ..,.,. 
J./ lalpol't pnjacuoD8 an b&Md oa agnpte GDl p-owth of .5% pe~ ·aaawa, ad • owzoall tc:oa of 3.8. 

~I laU.ted •• 87. of •a:baadiia illporta for 1976/77 oawria. 

!/ · Pri•• of aoa•faetor •""-ee• an •••--" to • .,. with ltD'• IDdex of lata~Ute lafl&tiOD. 
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lim21I 2m'1. 
(US$ IU 1 Uon) 

1970/71 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 1977/71 1978/79 1979/80 1980/81 1981/82 

--A. ~IS IDS 'l9ZI£77l EIJ.III 

JIIIO HaftllfiCCIIHI 277.0 330.1 216.4 271.0 l 290,9 254.1 224.7 251.9 274.4 212.7 291. 1 299~ 9 
.....__) 

hi 235.1 241.7 231.9 230.7 276,4 215.9 327,6 391.9 430.1 452.3 474,9 491,7 . 
1nat•ar1n1 Oooda 317.2 306.6 311.3 393.1 U9.1 412.4 639.3 U2.3 719.1 176,7 973.2 1010.2 
CoCCoD toxtllaa 323.4 307.3 394.6 501.4 396.6 416.6 679.7 524.0 Sl1.6 622.4 665.9 712.5 
IM&:tief 0.... zso.o 309.2 393.5 211.5 Z29.t 269.6 333.1 423.5 412.2 535.3 594.1 659,5 
Ol>lcal&li 127.5 107.6 145.1 115.9 121.0 142.1 250.4 275.3 301.3 336., 366.3 399.3 
S~aaar 99.6 90.7 29.2 72.4 1ta.a 343.5 165.9 86.7 95.4 101.1 107.2 113.6 
tron on 312.1 293.6 303.9 347.6 311.6 333.1 266.C Jl5.2 349.7 311.1 415.4 452.1 
tron ' Staal 406.1 179.7 203.9 111.7 136.3 144.1 317 .o 1.03.1 441,4 4U,I 532.1 510.7 . 
ocher CiOOU ll50.2 2129.2 1906.1 1997.2 1910.2 2127.3 2514,1 2505.0 2705.4 2146,1 2994.1 3149,1 
tocal Clooda 3702.9 3103.4 .au.t 4420.5 4417.1 4161.1 5720,0 Sll,. !I 6466.1 .. 22.5 7415.0 7947,0 
!Cfll/ 501.9 529.1 545.1 nt.l 516.1 426.4 629.2 ~47.~ 640,1 761.5 au. 7 174.2 

Toca1 Cooda ' WI . 4204.1 4l3l.2 4'751. '7 49S9.1 5003.9 U94.5 6349.2 6530.11 7106.2 7614.0 1230.7 a121.a· 

•• PJ1.U ImU.s!t (1976/77 • 1o0) 

JIICO tiiiNfiCCIIHI 91. '7 10'7. 7 113~2 105.0 127.1 112.4 100,0 104.3 120.1 135.9 151.7 Ul.7 
tao 12.7 14.4 82.4 10.6 103.4 95.1 100.0 112.1 107.7 101.5 100.5 106,1 . 
ln1lnaarla1 Coocla 49.0 53.2 51.1 65.9 79.1 91.5 100.0 104.0 112.2 122.6 U2.7 142.5 
CoCCOft l'hCUaa Sl.O 57.4 59.6 79.5 106.0 17.6 100.0 104.0 91.0 103.7 107 • .5 115.0 
LaaCher Qooda 45.3 43.7 59.5 10.5 12.5 91.5 100.0. 103.9 112.2 122.6 132.7 142.5 
OUCIUI . sa.o 50.3 66,9 123.0 99.2 69,7 100.0 101.7 94.4 92.1 97.3 106.5 
a~aaar ,.,, 44.4 51.9 76.0 213.1 151,9 100.0 US.l 131.1 153.7 179.0 117.4 
Ir• On 41.9 49.0 46.9 49.1 63,4 74.2 100.0 104.7 112.2 122.6 U2.7 142.5 
trH 6 scaa1 33.5 32.0 27.4 65.1 14.9 57.7 100.0 104.0 112.2 122.6 132.7 142.5 
ocher Coed• 41.1 31.1 56.4 66.1 11.7 92.3 100.0 104.0 112.4 120.7 129.2 131,3 
toca1 Goo4a sz. 7 56.1 60.7 73.3 93.0 95.1 100.0 104.7 107.5 111.2 126.6 135.7 
:trl 1/ 52.0 55.3 60.1 71.2 17.2 ta.5 100.0 107.5 111.2 124.1 W.6 143.0 
Woipcad Averap 52.6 56.6 60.6 73.0 92.4 96.0 100.0 105,0 111.0 111.9 127.3 136.4 

c. CMmpsmu• 
J1110 tiiiMifOCIIInl zu.9 356.4 324.4 292.0 370.7 216.4 224.7 270. Jat.l 314.1 441.) ., .. , .. 111.7 210.0 191.1 115.9 21S.I 27:1 •• 317.6 4SO 414,0 419.1 477,3 uz.a 
lnaa. ... wt.na GM4a US.3 16l.l 114.9 Ul.t 441,) 471.1 631.3 710 IM.I 1074.1 1111.4 un.3 conn fe•Ulea 171.4 176.4 us.z 404.2 11.:10.4 426.4 671,7 ,., uo.o 141.4 7U,I Ut.l . ~..... aoodl 1U.l 135.1 234.3 231.1 119.1 ZU.I Ulol 440 541.0 616.3 711,4 139.1 
011aallae n.t 53.9 97.0 221.7 120.0 tt.5 250.4 210 291.1 sot.s 356.4 425.4 
luaar 36.1 40.6 17.4 54.1 424.5 ,.,,, 165.9 100 125.7 U5,4 ·191.1 224.3 
troaon 152.9 140.7 142.5 170.5 202.1 247,1 266.1 330 392.4 467.2 551.2 645.2 
tne 6 1Caa1 136.0 57.5 "·' 71.2 115.7 13.2 317.0 420 503.1 599.3 707.0 U7.5 
Othar GoNe IH.I 126.7 1074.1 1333.6 1602.1 1963.5 2514.1 2605 3040,9 3435~2 3161.3 4354.4 

• toca1 Good• ltSO.O 2160,4 2557.5 3231.9 4173.6 4664,6 5720.0 6160 ~ 1115.6 9311.7 10713.5 .,. 26~.0 293.0 321.0 314.0 450.0 420.0 --aY;l ··~ -·-
696 . 950.3 101t. 7 1249.6 \.._I 

tocal . Goode • 10'1 2211.0 2453.4 2115.5 3622.9 4623.6 5014.6 6349,2 6156 7111.7 9US.t 10471.4 . 12"'3.2 

~ lact..acad ec 11\ of •n•••ll• a.,.ca ec coucaac pd ... dear 1975/76. 
Prlua of DOG•f .. cor aaW'riue an aa.-4 co ...,. vieb UD'a iDdu of t.acanaciau1 illflaUoa. 
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BALANCE OF PAYMENTS ~~D DEBT 

(Millions of current dollars) 
\ 

.. '--..-- Actual Estimate 
1970771 1971/72 1972/73 1973/74 1974/75 1975/76 1976/77 

Balance of Pavments 

Expotta (incl. NFS) 2222 2452 2886 3623 4593 5085 . 6349 
Imports (incl. NFS) 2590 2855 2954 4293 6189 6545 6588 
Balance of Trade and m'S . -368 -400 -68 -670 -1596 -1460 -239 

Debt Service -600 -615 -682 -692 -779 -766 -840 
I. - Interest (214) (230) (237) (233) (260) (256) (281) 

- Amortization (387) (385) (445) (459) (519) (510) (559) 

Miscellaneous Transfers (Net) -39 40 -171 ·143 41 489 969 

Gross Financing ,Requirement 1007 978 921 ' 1219 2334 1737 2ll 
- Gross Aid (1147) (1203) (955) (1249) (1766) (2326) (2050) 
- ~et I~tF (-183) (0) (0) (75) (530) (205) (-365) 
- Uncovered Gap (0) (0) (0) (0) (0) 0 0 
- Changes in Reserves (- • increases) (43) (-225) (-34) (-105) (38) (-794) (-1575) 

Price Indices ~1976l77 • lOOl 

International Price Index 52.0 55.3 60.1 71.2 87.2 98.5 100.0 
Export Price Inde~ 51.7 54.2 57.3 68.7 87.1 90.6 100.0 
Import Price Index 41.6 43.0 46.9 60.0 99.8 103.0 100.0 
Terms of Trade 124.3 126.0 122.2 114.5 87.3 88.0 100.0 

Creditworthiness Ratio (%) 

Debt Service/Exports 27.0 25.1 23.6 19.1 17.0 15~1 13.2 
'rncovered Gap/Debt Service 0.0 0.0 0.0 0.0 0.0 0.0 o.o 

1 .~sbursements /Total Foreign 
'- ~change Availability . 36.4 32.6 26.0 24.5 25.5 28.7 22.1 

Disbursements/Imports 44.3 42.1 32.3 29.1 28.5 35.5 31.1 
Net Transfer/Imports 21.1 20.6 9.2 13.0 15.9 23.8 18.4 
Net Transfer/Disbursements 47.7 48.9 28.6 44.6 55.9 67.1 59.0 

~!emo Items 

Reserves (end of period) 1052 1277 1311 1416 1378 2172 3747 
Marginal Savina Rate 23.6 15.2 42.8 10.7 l4.S lt3.7 75.0 
EXternal Debt Disbursed and 

Out•t~nding (end of period) 

- Total 9068 9772 10223 10919 11900 :3716 15207 
- IBRD 490 509 567 531 .510 492 506 
- IDA 1065 1170 1609 1929 --2324 2809 3340 

IBRD Debt Service as % of Total 11.5 13.5 ll. 7 12.0 10.9 ll.6 10 . 8 
IDA Debt Service as t of Total 1.2 1.3 2.3 2.6 2.7 3.2 3.8 



1!1apsf d -hentt 

!xpOttt lltiudln1 NFS 
t.potta i~clUdlna NFS 
.. lance of 'trade anci MrS 

Dabt Servioe 
- Intenat 
- AllorU&atlo~ 

Miacell&Deoua Tranafera (Net) 

:> Crou FiDancina laqui~t 
·,v, · -a.... .6.1d 
. r. _.~~ IMI' ' \ , t. .· 

- «fftcowncl earn ' _, \ . r r .\ . 

- ~naea in a.ienea ( • • lnciuaa) 

Price Indices (1976/77 • 100) 

Interutlaaal Price 'IAdex 
lxport Price Itadax 
~rt Price todax 
Ten. of T'rede 

CnditnJShineu MUo• ~) 

Dabt su-.S.ce/lxportl 
Uncownd Oap/DIIbt Set'Yiae 
Dla~a ... ata/Total Fore1aa 

lzchaa .. .6.val1abillty 
Dlabur .... ata/~rta 
Net T'rnafer/llaporta 
let tr•aafer/Diabur .... ata 

H!IDO It• 

.... ne (end of pedocl) 
T&i&lal Savlq late 

.canal Debt DtabucMd and 
OatataDdiDI (eiMI ~~ period) 

Total 
IBID 
IDA 

IBID Debt Service aa \ of Total 
IDl Dabt Ser.ice •• \ of Total 

6349 
6588 
-239 

·840 
( 281) 
( 5.59) 

969 

211 
(2050) 
'(•365) 
( 0) 

(•1.575) 

100.0 
100.0 
100.0 
100.0 

13.2 
o.o 

22.1 
31.1 
11.4 
59.0 

3742 
75.0 

1.5207 
506 

3340 

10.8 
3.1 

iliill! 

6159 
7386 
·527 

·860 
( 288) . 
( 572) 

1179 

-208 
(1197) 
(·240) 
( 0) 

( ·1449) 

107 • .5 
10.5.0 
109.8 

"· 7 

12 • .5 
o.o 

11.9 
25.7 
14.0 
.54.7 

1601.5 
574 

3688 

10.1 
4.1 

MWg Ol PAXMEJ!rS AND DEBI 
(Millioaa of curr~t dollars) 

7889 
8444 
·5.59 

·82..5 
( ·296) . 
( .529) 

1000 

384 
(219.5) 
(• 22) 
( 0) 

( ·1789) 

116.2 
111.0 
119.1 

93.2 

10.5 
o.o 

19.8 
26.0 
16.2 
62 • .5 

6985 
19.6 

17207 
759 

4216 

11.9 
4.6 

Projection& 

9136 
10602 
·1466 

- 8.52 
( 324) 
( .528) 

1067 

l2S2 
(2606) 
(· 43) 
( 0) 

(•1311) 

124.8 
118.9 
129.8 
91.6 

9.3 
o.o 

20.3 
24.6 
16.6 
67.4 

8296 
6.9 

18698 
1020 
.5039 

14.0 
5.2 

10478 
131.53 
·2675 

- 896 
. ( 359) 

( .537) 

1142 

2429 
(2811) 
(· 43) 
( 298) 
( -638) 

133.6 
127.3 
143.2 
81.9 

1.6 
0.3 

19 • .5 
21.4 
14.6 
68.2 

8934 
6.1 

20347 
U15 
5913 

16.2 
5 •. 9 
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GOP Growth: 5'%. 
ICOI : 3.8 

!xpOft Growth: n 
HMSI 20l (after 1978/79) 

12033 
15643 
·3610 

- 942 
( 407) 
( 535) 

1.221 

3331 
(3060) 
(· 43) 
( 936) 
(•623) 

143.0 
U6.4 
155.5 
17.7 

7.8 
1.0 

18.8 
19.6 
13.6 
69.5 

9557 
12.6 

22201 
1637 
7071 

15.3 
6.8 

24311 
30368 
·60.51 

-1681 
( 852) 
( 829) 

1714 

6021 
(4002) 
( 0) 
(2910) 
(·961) 

200,, 
113.4 
ua.o 
11.7 

••• 1 •• 

U.J 
13.2 
8.3 

62.7 

U238 
20.0 

32657 
3391 

13439 

. 20.9 
9.0 

• 2317 
( 1609) 
( 701) 

2404 

10974 
(5466) 
( 0) 
( 754,) 

(•2037) 

211.2 
275.3 
306.0 
to.Q 

4,6 
l.J 

9.4 
9.0 
6.4 

71.3 

20to\ 
20.Q 

46341 

"" . 21717 

25.4 
7.7 
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ECONOMIC AND SECTOR WORK PROGRAM 

Statement of Objectives 
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The objectives for economic and sector work for India derive 
directly from the Bank Group objectives of resource transfer, technical 
assistance and economic reporting. Although part of a continuous whole, 
the program can be conveniently divided between work which results in 
economic reports - mainly done by the programs division and NDO - and work 
which results in a pipeline of projects - done ~ainly by the projects depart-
ment and NDO. 

Although a substantial amount is known about India, the amount to 
be learned and then relearned is vast. A work program cannot readily be 
defined in relation to gaps to be filled since a multiple of the resources 
at the Bank's disposal could be consumed in an attempt to fill these "gaps". 
Therefore, the program has been devised by defining what areas are most 
important for economic reporting, for policy analysis, and for Bank Group 
operations. The major focus is one the two sectors, agriculture and industry, 
which will determine overall growth and, in the former case, the welfare of 
the poor as well. The .concerns with trade policy and energy continue, and 
some studies of urban issues will be begun. The work in last year's economic 
repo.rt on population and poverty will continue and be supplemented by related 
work on employment. 

Economic Work 

The principal function of economic work on India is reporting cur
rent developments in the economy to the Bank staff, Executive Director,.member 
countries, and other aid agencies, particularly members of the India Consortium. 
The main vehicles for this are the annual economic reports, Consortium papers 
and the Bank's CPP. In addition, special reports appear from time to time to 
deal with a particular subject more thoroughly than is possible in the economic 
report. We plan to issue in FY78 a volume of background papers on Wheat ·Pric
ing, Rice .Pricing and Rural Savings and Investment by R. Krishna and G. s. 
Raychaudhuri; Rural Poverty and Agricultural Growth in India by M. Ahluwalia; 
Capital and Growth by M. Wolf; Foodgrain Management Policies by J. Wall; 
Forestry Sector by R.D.H. Rowe and Public Expenditures on Social Services by 
Ahuya. The special areas of concentration for FY78 are agricultural 
policy, employment and power demand. 

Sector Work 

Sector work, undertaken mainly by staf.f in the projects department 
but also in the NDO and assisted on occasion by programs staff, has four 
main objectives: 

J . 
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(a) to ensure a pipeline of projects sufficient. to achieve 
the Bank's lending targets; 

(b) to advise Bank management on the priorities for Bank · 
assistance to a particular sector, having regard both 
to the country's needs and to the Bank's capacity and 
comparative advantage; 

(c) to ensure Bank lending has a favorable economic impact; and 

(d) · to ensure Bank lending contributes to appropriate 
technical standards, policies and institutions in 
the particular sector. 

It;ldia is unique among Bank borrowers on three important counts: 
the size and complexity of individual sectors are much larger than in other 
countries; the generalized knowledge about most important sectors is ·more 
advanced both within and without India; and the level of competence of 
Government officials and others dealing with individual sectors in India 
is on the whole higher than in most other borrowers. These considerations 
mean comprehensive, baseline sector surveys of a type sometimes done in other 
countries are neither possible nor necessary in India. Rather sector work 
is more focussed on special topics, usually directly related to Bank opera
tions in India • 

. Reflecting the composition of our desired program of lending, a 
great deal of our sector work is in agriculture. MUch of this is relatively 
closely related to project i4entification and development of more efficient 
means of ·both resource transfer and technical assistance. The need exists, 
however, to undertake work on special topics of sector policy in agriculture 
and other sectors from time to time, often of a type that is useful in ful
filling the economic reporting function. And brief reviews of other sectors 
or sub-sectors - urban, energy, water, industry, · population and other social 
sectors, transport and others - are required for programming Bank operations; 
these are often of help to other aid agencies in formulating their aid 
programs. 

A great deal of detailed and comprehensive sector work of high 
quality is done by the Government of India as part of its planning and 
decision making, process, both in the Planning Commission and the Technical 
Ministries. It is regularly reviewed by individuals in the Bank dealing 
with the particular sector. However, great scope exists for the Bank to 
become more closely involved in these efforts, particularly where the Bank 
is active in a sector, by following the work more closely from the beginning, 
taking opportunities to interject Bank concerns in the conception and formu
lation of the work and by using the output as a basis for discussion of sector 
policy and as a means of coordinating Bank lending to the sector. 

Another feature of our work in India is the number of studies being 
carried out on our behalf, as a part of lending operations. For example, 
there a~e currently underway an oilseeds study by IFCI, population program 
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studies under the 1972 Population Project, a small-scale industry study by 
GOI under the 1976 IDBI-SFC credit, and a study of fertilizer demand by NCAER 
under the 1975 Fertilizer Industry Credit. Where appropriate, these have been 
m•tttioned irt the attached table, since they provide a considerable contribu- . 
tion to our lmowledge, and demand supervision from staff which would oth~rwise· 
be engaged directly in economic and sector work. In addition to the studies 
mentioned below, note should be taken of possible future studies under active 
consideration by units within the Bank but outside the region. These include 
a public enterprize pilot case study, a study on the basic needs strategy, 
cooperation with the Planning Commission on energy studies, and the three
country study of small scale enterprises with India being one of the three. 

General Economics 

Employment Generation: 
Responsible Division: 
Manpower Re'quir ed: 
Completion Date: 

Individual Studies 

Issues and Strategies 
ASADB 
35 manweeks 
September, 1978 

A major emphasis of the new Indian Government's policy pronounce
ments has been the need to increase employment. Various strategies, inclqd
ing increased . public investment in agriculture, incentives for the growth of 
small-scale enterprises, a)ld the adoption of guaranteed employment schemes 

.__) 

have been put forward. It is proposed to undertake a review of employment "-" 
issues in India with part~cular emphasis on the evaluation of alternative 
strategies. The study will discuss the implications for employment of 
related research on agricultural investment strategy and on small~scale 
enterprise development. A detailed evaluation of the Maharashtra guaranteed 
employment scheme may also be undertaken. An effort will be made to coor-
dinate the study with work of the Indian Planning Commission which will be 
formulating an employment strategy for the 5-year perspective plan to begin 
in 1978. Major responsibility will be undertaken by Roger Grawe with the 
likely participation of a Young Professional. · 

Balance of Payments and Trade 

Export Policy Memorandum 
Responsible Division: . ASADB 

· Manpower Required: 6 weeks 
Completion Date: June, 1978 

In the last two years, a substantial part of the economic work 
program has been devoted to an analysis of Indian exports. This work, which 
has been undertaken primarily in the programs division with the assistance of 
consultants,. has been largely directed by Martin Wolf. It has supported a 
policy dialogue with GOI and has led very recently to the publication in grey 
cover of a two volume report entitled "India: Export Performance, Problems, 
Policies and Prospects" (Report No. 1352-IN). 



'.....__,.. 

''-' 

Attachment 5 
Page 4 

The six manweeks in the FY78 work program are intended for the 
writing of a confidential appraisal for GOI of export policy options. In 
this connection, an analysis of export taxes has been completed by one .of 
our summer interns. This memorandum will contribute to the continuing 
policy dialogue with the Indian Government. Martin Wolf, as a consultant, 
will prepare the memorandum and Roger Grawe coordinates for the programs 
staff. 

Invisibles in Balance of Payments Accounts 

Responsible Division: 
Manpower R~quired: 
Completion Date: 

ASFND 
13 manweeks 
January, 197 8 

Between 1974/75 and 1975/76 net receipt of invisibles, mainly for
eign remittances from abroad, jumped from US$80 million to US$560 million; 
they increased further to about US$900 million in 1976/77. Various explana
tions exist for the sudden substantial rise: that the rise represents a flow 
diverted into official channels from block markets due to the police crackdown 
ordered at the beginning of the emergency; that the effective devaluation of· 
the rupee against most major currencies reduced the differential between offi
cial ~nd block market rates, thereby diverting funds to official channels; 
or the relatively recent heavy migration of Indian labor to the Persian Gulf 
area has. resulted in initiation of a previously non-existent flow of remit
tances: .other explanations are possible. Mark Baird in NDO has undertaken 
to work on this question and prepare a report on a schedule consistent with 
that of the 1978 economic report. 

Agriculture 

Foodgrain Pricing and Procurement - Policy Issues Paper 
Responsible . Division: ASADB/ ASFND 
Manpower Required: 8 manweeks + 16 manweeks 
Completion Date: December, 1977 

This exercise was begun in the Fall of 1975 when John Wall accom
panied the Orissa Foodgrain Review mission to investigate rice pricing and 
procurement at the state level. This mission resulted in a note on the 
procurement system in Orissa. A first draft of a paper (India - Foodgrain 
Pricing, Procurement, Distribution, Import and Storage Policy - Issues Paper, 
with the ~ote on the procurement system in Orissa attached as an Annex) was 
distributed for comment in August 1976. It has not been possible yet to 
incorporate the comments on the first draft and expand . the analysis as 
planned, due to time constraints. For the paper to serve its original 
purpose - to identify issues on which the Bank may wish to organize further 
studies - it re·quires a second draft particularly recognizing the shift 
in the wheat pricing and procurement policy announced in April 1977. The 
intention is to redraft the descriptive part of the paper, incorporating 
some information not included in the first draft and make the descriptive 
portion a self-contained paper; and then draft a separate issues paper 
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focussing on the question of what, if any, further study is warranted. The 
eight manweeks shown first .is for John Wall to complete the second draft of 
the paper and issues memorandum. The sixteen manweeks shown second is ·for 
Professors . Raj Krishna and Raychaudhuri to finish their papers on wheat and 
rice pricing and eosts of production. 

Agricultural Investment Strategy and the Rural Poor 
Responsible Department: DRC 
Manpower Required: 38 manweeks 
Completion Date: August , 197.8 

The general aim is to analyze the income di stribut i on implica tions for 
India or parts of India of a technical i nnovation in agriculture (such as 
t he seed/fertilizer/water/pesticide package) which is hypothesized to have 
differential effects on income by area and by size .of farm. The study would 

ttempt to analyze a few policy alternatives designed to tackle the resultant 
ncome distribution problem. It is thought the study should start on a 
icroeconomic level, studying the consequences of agricultural innovation 
thin a specified· command area. The implication of some specific policy 

lternatives, such as changes in rules on credit allocations, minimum wages, 
ropping patterns, and land tenure arrangements should be examined. A 
remising approach would be to use a production model already developed for 
he Nagarjunasagar canal command area in the context of a Bank project. 

Primary responsibility for· the project will rest With DRC who, through the . 
involvement of TN Srinavasan, will execute the work in conjunction with the 
Indian Statistical Institute. Coordination and country relations will be 
handled by South Asia Regional staff. The arrangement is reflected in the 
manpower plan. The proposal has gone to the Research Committee and should 
be approved to begin in October/November 1977 • 

. Foodgrain Storage 
Responsible Department: 
Manpower Required: 
Completion Date: 

ECD 
30 manweeks 
August, 1978 

The research advisory committee has funded a study by Mr. Shlomo 
Reutlinger on the econom~cs of buffer stocking. Mr. Reutlinger has taken 
India as a stylized example for his analysis and is willing to tailor the 
case more closely to actual Indian conditions given sufficient resources to 
do so. The region has indicated its readiness to help in this by contributing 
some staff time (8 manweeks in FY78) of economists in the India Division; 
indeed, we have already made s.ome contributions in suggesting alternative 
specifications of the model to be used and in pr eparing and presenting the 
proposal to the research committee. The principal investigator in the study 
is Mr. Reutlinger (DPS), assisted by an outside part-time consultant; together 
they will provide 30 manweeks in FY78; an economist from the India Division 
will supply additional time which is allocated under the economic report • 
. The model should be ready for analysis of the India case by fall 1977 •. 

...._,' 
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Because of the size and complexity of Indian agriculture and its 
policies and institutions we have concluded that it is neither possible nor 
desirable to prepare and keep up to date on an agricultural sector memorandum 
for India according to the proposed guidelines. In place we are considering 
producing a memorandum which will primarily address the operational issues 
and choices facing the Bank Group in helping Indian agriculture, and which 
can be used both as an input to the CPP and as a discussion paper for the 
Annual Review of Agricultural Operations. The exact scope and uses of such 
a memorandum require careful consideration. 

Major Irrigation Sub-Sector Review 
Responsible Division: ·ASPAC 
Manpower Required: 87 manweeks 
Completion Date: June 1978 

The 1977 Economic Report emphasizes the need for increasing invest
ment in agriculture and in particular in irrigation. Historically, a large 
proportion of IDA lending to Indian agriculture has been for irrigation, 
either directly through major surface irrigation and CAD projects or indirectly 
to minor irrigation through assistance to ARDC. With replenishment of IDA, 
the flow of funds to major and medium irrigation schemes should expand sub
stantially. However, it will be difficult to commit .the desirable amount of 
resources (perhaps $200-$300 million a year) merely through increased project 
lending·, both because of Bank staff constraints and because of a shortage of 
suitable projects. MOreover, our past involvement in single projects has ndt 
afforded us an opportunity either to analyze fully or to influence broader 
sub sector· policies and institutions. 

For both of these reasons we want to move towards subsector lending 
in irrigation. A start has been made in medium irrigation (Orissa, Gujarat). 
As a first step towards subsector lending for major irrigation, we propose to 
mount a subsector review mission to one selecteq state during FY78. This will 
review the state's irrigation program as a whole and assess the allocation of 
resources to and within the program, the technical and financial procedures, 
cost vacancy policy, etc. The object would be to identify the basis for an 
IDA line of credit, or subsector program credit.· The sector review, to be 
undertaken by AS PAC with participation of ASADB, would require a major commit
ment of manpower (83 MW) in FY78. 

Foodgrain Projections 
Responsible Division: 
Manpower required: 
Completion Date: 

AGP/ASPAC 
11 manweek.s 
Unscheduled 
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'Plis is a continuation of the work of reviewing foodgrain production 
and forecasting future production consumption and inputs. The work will be 
initiated by CPS, under the direction of Mr. Belai Abbai, with assistattce from 
the South Asia Region. 

Fisheries Sub-Sector Review 
Responsible Division: AGP/ASPAD 
Manpower Required: 65 manweeks 
Completion Da.te: ·Unscheduled 

. The mission will review the fresh water fisheries and inshore marine 
fisheries in one or more Indian states, possible in the Eastern Region. The 
primary objective will be to identify a project, with emphasis on small-scale 
fishing, for IDA lending. The activity is expected to use 65 MW of manpower, 
mostly consultants, and will be led by Mr. Sprague (CPS). 

Industry 

Prospects for Private Investment in Industry 
Responsible Division: ASADB/ASFND 

·Manpower Required: 16 manweeks + 8 manweeks 
Completion Date: .. December, 1977 

Recent economic reports have argued the importance of an expansion 
in investment in order to use available resources to accelerate growth. In 
this context private investment in India will be as important as public 
investment, but the former is not directly under Government contra~ and, 
in the industrial sector, has been consistently sluggish. The study will 
review constraints to increased investment in the current policy environment. 
A Young Professional, Armando Pinell-Siles, is undertaking the major portion 
of this work. In the New Delhi office Sunanda Sengupta is also working ·an 
this topic with help from ICICI, IDBI and the Reserve Bank of India. 

Industrial Policy Study 
Responsible Division: ASADB 
Manpower Required: 8 manweeks 
Completion Date: January, 1978 

This work is designed as a first step toward a broader .program 
industrial sector work. This study principally concerns industrial perfor
mance and policy and will be a working paper for the economic report. The 
work will be done by Mr. N. Segal, a consultant, who will also recommend 
further work on industry. 

ICICI Engineering Study 
Responsible Division: ASPID 
Manpower Required: 12 manweeks 
Completion Date: June, 1978 

• 

0 · 



Attachment 5 
Page 8 

IC.ICI will undertake a study on selected subsectors of the engi
neering ·industry at the company level to analyze the factors affecting 
inve.stment demand, in particular for modernization and replacement. ~e 
ltudy would, among others, focus on {i) demand prospects both in the 
domestic and export markets; {ii) upgradation of technology; {iii) domestie 
sub~contracting arrangements to ancillaries; and {iv) the overall employment 
impact of alternative investment strategies. The study would initially con
centr.ate on the automobile industrial subsector, and a first draft questionnaire 
is scheduled to be ready by July 15, 1977 and to be sent to IBRD for comments~ 
A draft report would be ready by March 1978. The content and timing of the 
study for another subsector would be determined subsequently. For monitoring 
this study India programs division would provide 2 manweeks, IDF division 8 
manweeks, and DPS 2 manweeks. 

IDBI Study of the Adequacy of the Incentive System for Small-Scale 
Enterprises in Indla 
Responsible Division: ASPID . 
Manpower Required: 
Completion Date: 

7 manWeeks 
April 1978 

The objective of the study is to ascerta~n whether the present level 
of Government incentives by Central and State Governments to the Small-Scale 
Sector is appropriate and necessary in relation to the economic contribution 
and financial performance of SSI units. The study will {a) summarize all 
types of incentives presently available for SSI at the Central and State 
levels (the latter on a State by State basis); and (b) outline and evaluate 
to the extent possible, the present criteria used by the Central and State 
Governments in establishing incentives for SSI. IDBI will execute the study 
in conjlmction with Bombay University. The study is expected to be completed 
by April 1978. For monitoring the study the programs division will provide' 
2 manweeks and IDF division 5 manweeks. 

IFCI Feasibility Study. of an Oilseeds Project 
Responsible Division: ASPID 
Manpower Required: . 20 manweeks 
Completion Date: October 1977 

The purpose of this study would be {i) to assess the current oilseed 
processing industry and identify actions needed to accelerate production and 
processing; (:ti) to analyze the investment potential in the industry and pro
pose lending arrangements for World Bank Group review. The study is expected 
·to be completed by October 1977. 

IBRD Study of the SSE Sector in India 
Responsible Division: ASPID 
Manpower Required: 28 manweeks 
Completion Date: Unscheduled 

This study would . follow-up on the IBRD report on "Informal Small 
Enterprises in Selected Sectors" by E. Loeschner ~ alii and try to identify 
and prepare a SSE project in India. 



Power Demand Study 
Responsible Division: 
Manpower Required: 
Completion Date: 

ASADB 
18 manweeks 
August 1978 
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A study of the energy, sector was carried out in the context of the 
economic report. A study of the pricing of power in Andhra Pradesh was com
pleted in 1975, and a review of recent developments in oil was completed in 
1976. Partly as a continuation ' of this work on energy, there will ·be a study 
of demand for electric power. Over the last decade, power shortages have been 
the most important sup_ply constraint on production, particularly in industry, 
and one which has been obviously impossible to relieve through trade. This 
situation promises to continue for some time. The aim of the study is to 
examine (i) the implications of alternative growth patterns for the demand 
for power; (ii) the extent to which such demand can be met given investment 
re_quirements, resource availabilities, and feasible improvements in efficiency; 
and (iii) the extent to which the growth rates of GDP can be maintained by 
shifting the allocation of investment to less -power-intensive industries. 
Part of this work, using the Planning Commission Input/Output MOdel, is already 
underway. It is proposed to supplement this w1 th some international compari
sons that will relate investment in the power sector to overall economic growth. 
Charles Taylor will be responsible for this work. 

Urbanization 

The Urban Sector Studies 
Responsible Division: 
Manpower Required: 
Completion Date: 

Undecided 
~0 manweeks 
Unscheduled 

A good deal of work has done within the Bank on urban issues. This 
has focussed in CPS/DPS on public finance, urban data needs and, more recently, 
on various aspects of land and housing policy. Specific studies on India have 
also been undertaken. Among the more important have been the Bombay Study in 
1971, the Ahmedabad and Bombay Public Finance Studies (1974 and 1976) and a 
DPS project presently studying the Bombay labor market. In addition, our 
projects in Bombay, Madras and Calcutta have necessarily involved some sector 
work. Nevertheless, undiscussed and poorly investigated issues remain. · The 
Urban Issues Paper, which is being finalized, attempts to set priorities for 
economic work as well as to outline an operational strategy in this area. 
On the basis of this paper, it is hoped to develop a consensus of what sub
jects should receive further study. The more promising include further work 
on public finance, the design of projects to help the urban ·poor, and the 
study of urban product markets. Thus, at· this stage, the rather substantial 
manpower commitment (4 manweeks from programs, 16 from DPS, 10 from CPS and 
10 consultant) is not firmly allocated. 
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Informal sector work on population is undertaken in NDO. In ~ddi
tion, consultant Robert Cassen has prepared papers on India's demogtaphic 
profile, population projections, family planning, nutrition and health. 
which will ·be included in the set of background papers mentioned above. 
Other work will be carried out in the context of the economic report and of 
the research project on agricultural development and the rural poor and the 
Issues Paper on employment (see above). 

Shadow Pricing 
Responsible Division: 
Manpower Required: 
Completion Date: 

ASADB/ASPAC 
4 manweeks 
November 1977 

A paper will be prepared for the guidance of project economists 
giving estimates of countrywide shadow prices. This will subsequently be 
discussed with the Planning Commission and an attempt made to harmonize the 
procedures and estimates of the Bank and the Planning Commission. 
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INDIA'S POPUU.TIOH PR.OGIAM SINCE Till EMERGIHCY 

1. Bighteea .oaths after the Jaaata Party caae to power the Natioaal Pa~ly 
Welfare Progra. continues to fall far short of the performaace officially expected 
of it. lor the first full year uader the aew goveraaeat (April 1977 - March 1978) 
acceptor achievemeat was oaly 926,497 for sterilizatioas, 316,640 for IUDs, aad ~ 
3,249,S77 for coaveatioaals. These levels were e ualled or su assed ia the earl ~ ~ 
1970s, aad of course fall far short of the 12.S Ddllioa acce tors of the 1976- ~ ' 

- ve drive. Overall, the 1977-78 results were some 6al below t e eve aeeded\ / 
ri the rth rom t • at J 

goal had originally been set for 1979 but was recently deferred by four years ia ~ 
view of the program's depressiag performaace. The picture looks slightly better for 
the fi st uarter o compared with the previous year sterilizations at 
162,894 were aOWft 11, IUDs at 67,994 were up 337. and c als at 2.36 adllion 
equivalent were u 417.. Thus total acceptaac!s were 2.S9 millioa, 117. above the 
2.34 r e same quarter a year ago. But the are still well b he 
leve re i ed mere o eep e irthrate where it is (i.e. equivalent in ef ect 
to 2 million sterilizat ons • 

2. Performance varies widely by regioa. Sterilizations are ruaaiaa at less than 
2S1 of target in 14 northern states, but betweea 2S-501 ia 6 ceatral aad souther 
states. The two leaders aatioaally are Kerala (431) aad Gujarat (367.). In contrast, 
all other methods are doing better ia 7 northern aad 2 80Uthera states, registering 
achiev ... ts of Sot. or more of targets. The two leaders so far this year are Baryana 
aad Punjab, both well over 1007. of expected levels. 

3. Curreatly just oae sterilization out of eight is a vasectomy and there are 
177. fewer male volunteers than for the same period a year ago. Two-thirds of all 
sterilizatioas are coming from oaly 6 central a d southern states: A.P., Gujarat, 
Maharashtra, Orissa, Tamil Hadu, aad Kerala. But tubectomies are definitely treadiag 
upward, with 607. of them comiag from the postpartum and post-M!P (Medical Termination 
of Pregnancy) programs. IUD acceptaaces are also showing a healthy growth rate, 
largely due to an enthusiastic response to the newly-offered copper-T. aad coadom 
usage seems to be headiDg towards double the highest level ever attained before. Even 
the oral pill, with distribution to be expanded through all primary health centers 
and subcenters by the ead of this year, is running nearly SOl ahead of a year ago. 

4. The various maternal and child health program cate ories are bein ra.oted 
more vigorousli than ever before. Besides resu ng n performance of so-1 
over a year ago, this is ere more and more public coafidence in the health 
system's concern for family welfare rather than mere achievement of fp targets. If 
sustained, this approach should have a strongly positive impact on future acceptance 
levels. 

s. 
and 
a 

necessary. 

6. As yet there is n:O-UJl!.~~~~..G.(ll..n~mw~..tll.e_iDJIIUml!J!.tlAtJUWll_~ 
~ · present strategy: ears are~ 

rv·6~ 
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25 million sterilizations, 5 million IUDs and 20 million all other methods. Such< 
expectations ation are uite tic; it would be 
surprising i £-, the "pressure ess" approach now insisted on could ield even 401 

f these targe s. This means that n attainable tar et at s n . e ~<?-------
that responds to the clearly expressed preferences of the population. 

1. Moreover, while the Janata Government has from the outset adhered to the 
previous administration's position that reducing the population growth is a key 
objective, essential to the achievemeat of natioaal socio-economic progress, the 
comadtment to a completely voluntary approach and the withholding of political 
leadership for the program at all levels have kept acceptor numbers low. The 
exhortations in Presidential speeches, even the letters from the P.M. to State 
Chief Ministers, are not getting the vast fp machinery back to its pre~Eaergency 
performance level in the absence of vi orous local polit cal au port, especially 
at block and village levels. ecently t as egun to be recognized: 10,000 
"'orientation camps'' for village leaders were held duriag August, led by key 
district aad block Jaaata Party aen aad senior health/fp officials. This may be 
the begianing of the long-promised •-..ssive motivation caapaign" which could have 
a significant positive impact if continuously pra.oted on the scale aad with the 
inteasity required. 

8. Many of the program's shortcOiliags since April 1977 may properly be bla11ed 
upon the policies and public positiona of the for.er Health Minister, laj Narain. 
Bis posture of apologetics, inaction and completely impracticable ideas concerniag 
fertility limitation aethods, especially during the first six months, undoubtedly 
set up a .ood of negativism aad passivity in the population at large, aad in the 
fp administration ia particular. Whether the p o am can really get back on its 
feet de ends very much on the caliber of the Miaister who will be taking over. 

9. Fundamental program policies remain as laid down by the preceding government 
ia April 1976, except for the complete el~ination of any coercive tactics at ~ 
federal or state level. Recently the marria e laws were amended to raise the aae 
----~~~e to 21 for men, 18 for woaen, but saae years are likely to pass e 
this can be admiaistered effectively eaougb to have much of a demographic impact. 
The goverament steadily inaists that no financial constraints are beiag allowed 
to hinder prograa progress. 

10. The Pirst Population Project, launched in early 1973 under joint Baak/SIDA 
sponsorship, has been extended one year to June 1979, to compensate for disruptiona 
suffered duriDS the intensive drive. During the Emergency years the additional 
facilities, staff aad other inputs did aot raise acceptor levels in the 11 project 
districts significantly above those in comparable non-project districts because of 
the enormous pressure applied in all districts, but p erformance since then 
bas been substantially superior -- by margins of 50-1501. While ue n part to 
the a most complete cessat on o p act v ty in non-pro ect districts, this is 
primarily the result of the improved organization and management developed in the 
project states, districts and blocks which has kept morale and momentum at quite 
good levels. In fact, at this point, the c ef lesson of the roject is that 
better or anization and ma s India the best potential r getting its 
fp program moving again, and eventually reaching new an eaograp cally effective 
levels of performance. Currently the Se readied 
for appraisal next March. In addition, UNFPA and DANIDA are negotiating popu ation 
projects along stmilar lines in two states each, to begin implementation around 
mid-1979. 

ND0/3 October 1978 



THE INDIAN ECONOMY 

Background 

1. India is a vast, continental country with over twenty States divided 
on linguistic and ethnic grounds with a population of over 620 million people, 
almost as many as live in Africa and Latin America combined. It has a dual 
economy. While 79% of its population lives in rural areas, their productivity 
is low. Agriculture's share in value added dec lined o.nly gradually from about 
50% to 43% · ov~r the last twe~ty years. The share of manufacturing has in
creased slowly and, since the late 1960s, has remained approximately constant 
at about 16%. Industry has a highly diversified structure with import substi
tution and self-sufficiency pushed to the point where India has the capacity 
to produce virtually every type of consumer and capital good required for a 
modern economy. As in the case of many other large economies, the foreign 
sector plays a relatively minor role; both~~ and impor~s represent about 
7% of GDP; foreign saving has supplied onlv about)% of gro~s investmen in 

tthe recent pas • 

2. Even though growth has been slow in the past, the economy enjoys 
many of the prerequisites for sustaining faster growth and development. 
Although literacy is far from universal, India has large resources of well 
trained administrative, scientific and technical manpower and a dynamic 
entrepreneurial class. P r ca ita consumption of commercial energy is low by 

· international comparison and power shortages are a way o 1 e; ut India is 
relatively well-placed with .regar~ to primary fuel sources. There are very 
large reserves of coal and nuclear ores, and considerable hydro-electric 
potential. Recent petroleum and ·gas discoveries have begun to be exploited 
and prospects are bright for further discoveries. The basic elements of the 
infrastructure needed to serve the econoaay have been established; in absolute 
.terms the irrigation, railway, telecommunication, road and power systems are. 
each among the largest in the developing, and in some cases the developed, 
world. However, considerable gaps remain as the situation varies greatly 
from state to state. 

3. Given the size of India's population, its annual increase of 13 mil-
lion people is such as to absorb a large portion of any provision to increase ~ 
standards of living. It is not possible to discern any significant increase ~ 
in the incomes of the va·st mass of the rural and urban poor, who number 200 
millio · a er ca ita income of US$7'0'-per annum or less. Although ~ 
grain production may be pers1stent y erest1ma .e , ere has been no per~-

er ca ita food rain consum tion recorded in aggregate 
statist1cs 1nce 1960/61. Many years after the initial target, primary educa
tion is still not universal. The labor force has grown faster than employment 
and a considerable backlog. of unemployed exists. Nevertheless, there has been . 
progress, with per capita income increasing on trend 1%-1.5% per annum; birth 
rates falling to below 37 per thousand from levels of 45-50 per thousand at 
the start of the 1950s, 1 ife expectancy increas ini from abou;_l2 year& ,J.n. 
t e 1940s to - -rs in the 1 0 s , .§ cb on 1 ~p:o~ laell.l;.,_ris ing from 32% 

o children of .primary school age and f; o% t~% of ch1ldren-nf 
secondary school age since 1950/51. ~ 
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4. The rate of growth of GDP has been 3.5% per annum over the period 
since Independence and 2.8% per annum over the period 1969/70 to 1976/77. 
These low rates of growth are only partly due to low availability of inves
tible resources, although there have been times that foreign exchange was a 
severe bottleneck. The n~t transfer of resources from abroad has never been 

·bo~e 3% of GDP and fell-;o as little as 0.8% between 1969/70 and i973/74. 
Ind1a s saving effort has g~own steadily s1nce the beg1nning of plann1ng in 
1951, when 1 was 9% of GDP, to its recent level of l_O% of GDP, which compares 
well with other countries' saving performance at the same level of per capita 
incomes. Despite a doubling · in the ·rate of investment, from about 10% of GDP 
in the early 1950s to about 20% at present, the trend rate of GDP growth has 
not increased. This marks a decline ·n the efficienc of ca ital use which 
transcends fluctuations due to weather, war or international terms of trade 
shifts. 

Recent Trends 

5. In many respects economic conditions during the last three years 
have been significantly different from those prevailing in previous years. 
In the late 1960s and early 1970s, the economy faced several shortages-
foodgrains, agricultural and industrial inputs and foreign exchange--which 
retarded production and investment and often led to price increases. An ad
verse shift in terms of trade, starting with the oil price hike in 1973 and 
continuing with the foodgrain and fertilizer price rises in the following 
year, greatly increased the cost of acquiring these essential commodities 
abroad. These external shocks combined with a spate of bad weather played 
havoc ~ith the economy through 1974/75, causing slow growth in production 
and investment and a record level of inflation. · · 

6. Since the excellent monsoon in the summer of 1975, a new situation 
has a.risen. The period 1975 to 1978 has been characterized by much greater 
price stability, enhanced agricultural and industrial output and comfortable 
foodgrain and foreign exchange reserves. The new situation was a combined 
result of domestic policies and fortuitous circumstances. The increase in 
foodgrain stocks was only in part due to improved policies and programs. The 
more decisive factor has been the three good-to-excellent monsoons coming on 
top of substantial foodgrain imports . in 1975 and 1976. Industrial output 
increased on average by 7% a year in ' l975-1978 compared to 3% in 1970-75, 
due to greater power availability, better management in the public sector, 
improved labor relations, better transport and some increase in demand derived 
from increased incomes due to improved harvests, greater exports and higher 
levels of public investment. The most dramatic turnaround ocurred in the 
balance of payments, with a sharp real reduction of the import bill helped by 
good harvests and increased domestic ·production of iron and steel, fertilizer 
and oil, which reduced demand for imports. The supply of foreign exchange was 
also greatly increased by a significant step-up in the volume of exports, an 
increase in foreign aid and a substantial jump in remittances from Indians 
working in the Middle East, Europe and America. 

7. In 1977/78, the growth of GDP was about 5%, a recovery over the 
rate of 1.6% in 1976/77 but less than the 8.5% reached two years earlier. 
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Prices, which had been rising during 1976/77 after a decline in 1975/76, 
were stabilized; wholesale prices at the end of March 1978 stood at about the 
same level as in March 1977, and the yearly average was only 5.4% above that 
of the previous year. Exports in 1977/78 are estimated . at US$6.4 billion and 
imports at US$6.6 billion. The inflow of invisibles from abroad at US$1.4 
billion and net aid disbursements of US$1.2 billion more than offset the small 
trade deficit of US$200 million and IMF repurchases of US$330 million to in
crease reserves by US$2.1 billion to US$5.8 billion by end of March 1978. By 
July 1978, reserves had increased further to US$6.1 billion. · 

8. The 1977/78 foodgrain crop may exceed the 1975/76 record level of 
121 million tons due to _very good weather and increased input use. Support 
purchases could result in peak foodgrain stocks as high or even higher than 
in 1977, when they were 21 million tons. In addition to ample and evenly 
distributed rainfall, more intensive and widespread use of three crucial 
inputs--irrigation water, fertilizer and extension advice--contributed to 
the bumper harvest. Fertilizer consumption sur e 0% in 1977/78, continuing 
its recovery from the depressed leve o 1974/75. Annual a 1tions to irri-
gated area have aver 'llion hectares since 1975/76 cqppared wi~~~ 
m1 1on hectares per annum achieved from 1969 to 1975. An improved exte "on 
s stem, which _has been getting heartening results, has been 1ntroduced. in -
several states and is slated for further coverage. 

Development Prospects 

9. India faces the future with large stocks of foodgrains, high and 
rising external reserves, excellent ·crop expectations, price stability and good 
prospects for sustaining the improved supply of foreign exchange. The circu~ 
stances present a great opportunity for further promoting the development of 

· the Indian economy. The Draft Five Year Plan for 1978-83, discussed though . 
not yet approved by the National Development Council, responds to this chal-
lenge by -projecting a rapid growth in real terms of both overall investment 
and public Plan expenditures. Investment is to rise on ayerage by 10.7% per 
annum and the economy is ex ected to row on avera e by 4.7% per annum during 
the years 1978- ~ 

10 The new Draft J2.!!l reveals an .intention to reorient the country's ~ / 
d elopment toward improving the living conditions of the oor. This is--_ ~ 
reflecte · n 1pa o Jec 1ves: 1 e removal of unem=~~~~ and 
significant underemployment; (ii) an appreciable · r1se 1n tbe at £ ~-
living of the poorest sections; and (iii) the provision of basic, needs to 
low-1nco 1 oups. o achieve the objectives, the Governwent propose& to 
emphasize · 1 develo men · otta' e and s 11- al · "es, area 
planning f l " te r ural dev lo ent an r · · minimum needs. 
As a first step toward complete removal of unemployment, the Plan envisag 
the creation of a large number of · new jobs through a considerable expansion 
of construction activity as well as a boost in the consumption levels of the 
poor--which in turn would require the production of the necessary wage goods, 
largely in small-scale, labor-intensive units. Specific programs to achieve 
these objectives are still in the making. 
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·11. In order to achieve a sizable rise in the income of the poorest 
classes of society, the Draft Plan--in conformity with the Janata Party policy-
places prime emphasis on the development of rural areas. A major impulse for 
agricultural development will be provided by the expansion of irrigation and 
related agricultural inputs, such as _fertilizers and better farming techniques. 
The Draft Plan argues that efforts to increase productivity should be sup
plemen~ed by measures with a redistributive impact such as supporting small 
farmers and small industry with institutional credit and material supplies 
and assistance for marketing • . The Draft Plan also intends to complement the 
creation of employment and the increase in rural productivity by providing 
basic services to those groups which have so far been unaffected. For this 
purpose, the minimum needs program launched at the onset of the Fifth Plan 
is being revitalized and acc~lerated. 

12. The allocation of the Draft 
reflects these priorities. Out of a total expected spendin ion, 
US$35 billion--43 --have been earmarked for rural ae f opmept programs includ
ing agriculture, irrigation, fertilizer and social 1n rastructure expenditures 
directly benefitting the rural areas. The share of these sectors amounted to 
37% during the Fifth Plan period and to 40% in the Annual Plan for 1978/79. 
It can thus be expected to rise further during the next four years. Similarly, 
spending on the minimum needs program in 1978-83 will absorb 6% of the Plan 
resources, as c pared to ess than 3% in the Fifth Plan. On t e .other hand, 
~he shares of industry and of tr~nsport and communication have been reduced. 

13. There is considerable scope for stepping up growth in agriculture. 
The most promising development is the sharp increase in government outlays 
and improved project implementation for irrigation. There are also indica
tions that private investment in tubewells is picking up again after a slump 
in the early 1970s. ·other favorable indicators include .the spread of an 
improved system of extension to more states and the recovery of fertilizer · 
demand. With regard to more productive use of existing capacity, there is an 
increased awareness in the Government that the benefits of irrigation projects 
can be much increased, not only through command area development, but also 
through improved design standards in major surface irrigation infrastructure. 
Nevertheless,- comprehensive improvement in water management remains a distant 
goal, particularly in existing systems and where farms are small and frag
mented. The bulk of the increase in private tubewell development in the last 
few years has come from the Eastern Region, where more and more farmers are 
sinking wells to enable them to grow a winter crop of wheat in addition. to 
providing better water control for the summer rice crop. Improved water man~ 
agement would make such investments even more productive. Increased farmer 
incomes fram the recent good harvests, somewhat lower fertilizer prices, and 
grain prices supported at incentive levels have encouraged farmers to apply 
considerably more fertilizer. Finally, the reorganized and improved extension 
and research system which has been introduced recently in several states in _ 
northern and eastern India holds out the hope that sound advice will reach 
many more farmers in both irrigated and rainfed areas and will raise their 
productivity significantly. The improved extension system is an excellent 
example of how the growth effort can and must be structured so as to increase 
the incomes of small and marginal fa~ers, who work 25% of the cultivated 
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land and account for somewhat more than 25% of production; more importantly, 
these farmers make up about 70% ·of the rural population and constitute the 
majority of those living below the poverty level in India. 

14. . Industrial prospects are somewhat more difficult to discern. t· h·· ~J~ 
Moderate growth in 1977/78 after an excellent year in 1976/77 s~sts 
persistence of pr ems plaguing the sector since the mid-1960sl!?ar e 
utiliz d "t tagnant capital formation in the private sector a 
roductivi rowth. ower nvestment than expected, of course, is one of 

the reasons for low capacity utilization in ital goods industries, which 
make up a significant portion of the sector 41- luggish demand . for industrial 
products from all sources~-not only from investments but also from agricul
ture, exports and import substitution--has been a basic constraint. Further 
import substitution cannot be a major source of growth for manufactured goods 
in the future because most opportunities for efficient import substitution 
have been exploited·. Increased growth of real incomes from greater produc
tivity in both agriculture and manufacturing, sustained increases in exports 
and increased investment, particularly by the public sector, all can raise 
demand for industrial production. 

15. The new industrial policy of the Janata gover t and the 
tion of the Draft Five-Year Plan em hasize mal -sea e industry over 
industry and have accordingly promoted such measures as pro uc rvation, 
credit rationing and, within· the sull-scale sector, plans to initiate special 
efforts for the growth of the "tiny" sector. While the priority accorded to 
the small-scale sector is laudable, there are doubts about the efficacy of 
the policy measures chosen. Past experience indica~es that other factors 
are ·also crucial to its developmen~, ·particularly effective demand, quality 
control, prices and marketing techniques. Some small-scale industry is cap-
ital intensive and not well suit~d to as rapid employment generation as is 
hoped; nor can all goods be effici~ntly produced using small-scale technology. 

16. India's population growt~ rate of about 2% is not high in comparison 
with that of most developing countries. Moreover, the rate is on the decline, 
after growing steadily census to census from 1920 through 1970, both because 
the birth rate continues to fall a~d because mortality is not falling as 
steeply as in the past. Family planning acceptor rates slowed down in the 
wake of the abandonment of the 1976 population policy after the 1977 .general 
elections and the momentum of the ' program has yet to be recaptured, particu-
larly in Northern India. However, the new Government has reaffirmed its co~ 
mitment to a voluntary family planning program and has budgeted the resources 
to carry it out. Over the longer term, with a sustained family planning 
effort, it should be possible to bring the birth rate down from its 1970-75 
level of about 37 per thousand to about ~3~~e~r_;t~h~o~u~s~a~n~d~b~~t~~~~~~~~~~~~ 
implying a population growth rate somewhat under 1.1%. Our "best guess" pro-
jection of India's population in the year 2000 i a 885 mjl 1 ion. Many of the 
benefits of family planning policy will only be felt beyond the turn of the 
century; the decline in fertility will, however, bring about an earlier 
~~~~~~~~~~of the population. The school a e roup w1ll 

~s-.--a~_.--~~1~9~8~1, thereby reducing the pressures on the primary 
systems. However, the l~will continue to 
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grow at a faster rate -- 2.5% per annum -- until well into the 1990s, result
ing in an increasing proportion of the population in tne labor force from 
40.8% to 45% in 1991. 

17. The Government's goal of eliminating unemployment in 10 years i~plie$ 
an expansion of the number of jobs at the rate of 9 million per annum -- 1 
million new entrants to the labor force and the absorption of 2 million or 
so formerly unemployed. The majority of these will have to continue to be 
absorbed -- judging from the .prevailing composition of the labor force -- in 
agriculture and the unorganized small-scale sector. The absorptive capacity 
of the modern organized sector is unfortunately low; its employment elasticity 
is expected to e more .Sd Given its low curren s are o utput, 
even rapid growth of this sector would not make much of a dent in the backlog 
of the unemployed. Employment in the organized sector has been growing at 
about 2.2% per annum in the past ten years, less than the labor force growth 
rate, and all of this in the public sector. Private sector emplo ent has not 

While the labor absorpt1on e c1 1es of the s 
scale sector may be higher in some cases than that of the large-scale sector, 
a major effort to expand production must succeed before an appreciable employ
ment impact will materialize. 

18. In the short run India's balance of payments should not be a con-
straint on growth and development. With good mediu~term prospects for 
India's exports, the expected continuation of growth in invisible receipts 
and the potential for an increase in net aid disbursments, the net availability 
of foreign exchange to finance merchandise imports is projected to rise over 
the- next five years, in current prices, from US$8~7 billion in 1977/78 to 
US$16.7 billion in 1982/83, an average of 14% per annum. Given the unlikely 
need to increase rapidly imports of some traditionally important items·-- e.g., 
petroleum, fertilizer, foodgrains, edible oil and cotton -- other imports can 
increase at the rate of 20% a year over the next five years. 

19. · Altogether, these currently favorable circumstances present the 
opportunity to double India's trend rate of gxawtb of per Gapita iaee~from 
fhe average annual -rate of~that prevailed forth ' ast thirty years~ 
3% over the next five, and thereafter. This re · 1 continued fall in the 
r&te of population rowth to below 2% per annum a riSe in the growthrof ~ 
G e histor1cal rate of 3.5 to S.Q% per annum. Both of these targets 
are withlrn reach. The first should be achieved barring a total abandonment 
of the family planning program. The second requires improved efficiency and 
increased investment by both the public and private sectors; it also means 
more fully harnessing the gains from trade through international specializa
tion, implying a strong export effort and continQed easier access to imports. 
In addition to enabling a faster rate of per cap1ta income growth, the pre
sent situation allows for increasing the coverage of the population's minimum 
needs. This requires formulating and administering effective, efficient 
programs· of public investment and, of course, requires larger public outlays. 

20. With the enhanced resources at India's disposal, the economy is 
poised for a higher rate of economic growth. The Government is moving to 
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take advantage of this opportunity with increased public expenditure envi
sioned over the next five years, and the liberalized trade policies recently 
announced. It is yet too early to know whether the moves made so far will 
be sufficient to achieve the desired targets or whether additional step$ will 
be necessary. Assured international support for India's development effort 
wi11 be an important factor in moving the Government to take greater tiSkl 
in pursuing a dyn$mic development program directed at meeting the huge needs 
of its large and impoverished population. 



1978 ANNUAL MEETING BRIEFING PAPER 

INDIA 

I. · I~~ties 

1. Economic Policy. In view of your forthcoming visit to India, 
your meeting with the Minister can be brief. He is not expected to raise 
any issues with you. No doubt he will indicate that the Government is 
looking forward to your visit. You may wish to emphasize that you hope 
to gain a first-hand impression of the Government's efforts to accelerate 
economic development by seizing the unique opportunity provided by India's 
present relatively comfortable resource position. 

2. Unfortunately political maneuvering is the main preoccupation 
of India's policy makers at present. The rift between ~i and 
~r~ ~ threatens the marriages of convenience between the various 
potentfafly-incompatible factions on which the foundations of the Janata 

\

Party rest. Indeed, it is quite conceivable that the next 12 to 18 months 
will see new alignments and realignments between the various Janata and 
Congress factions -- in anticipation of the next general election. In the 
shifting sands of Indian politics the position of the present Prime Minister 
is far from secure. 

3. The current preoccupation with politics has resulted in indecision 
and a~ of leadership on economic policy. Fortunately, while there are no 
major new initiatives in economic policy, there have also been no dramatic 
reversals. By and large, the policies and programs which helped create the 
present opportunity continue to be pursued in the context of a Five Year Plan 
which envisages an 82% increase in development expenditures in real terms over 
actual expenditures in the previous plan. · 

4. In agriculture, the increased emphasis on irrigation, extension 
and research and high quality inputs, coupled with continued favorable weather 
conditions, is resulting in record harvests. Barring a prolonged turn for the 
worse in weather conditions, the critical agricultural issue of the next few 
years will not be how to continue to raise productivity, but rather how to 
enable the poorer sections of India's population, with their limited purchasing 
power, to benefit from the increased production capabilities while sustairiidg 
farmers' incentives for increased rOduction. In this context, eticing policies 

o nputs and outputs will assume increasing importance, as will the degree 
of success achieved in programs designed to raise the purchasing power of 
India's poor. 

I 
' 

·i 
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5. In industry, the cumulative effect of measures taken in recent 
years to liberalize investment and import licensing is beginning to be fe·lt. 
There has been a modest upsurge in the investments of term-lending institutions, 
though this is largely attributable to a few products (e.g. power equipment, 
cement, fertilizers). Nevertheless, industrial policy remains as fuzzy and 
confused a subject with the new Government as it has been in the ast. Import s , 
too, ave increase sus an a y --by US$1,350 million in 1977/78, or 23% 
over the previous year, exceeding our own forecasts by a substantial amount. 

6. Exports are a cause for concern. After the impressive record of 
1975/76, expt.rt volume has ~agnated in the last two years. This is attrib
utable to a number of factors, including reduced world demand for some 
commodities which contributed heavily to the earlier upsurge (sugar); reduced · 
supplies available for export of some commodities for which domestic demand 
has picked up (coal, steel); and : market restrictions imposed by importing 
countries (garments and textiles). While hard to substantiate and quantify, · 
a reduced sense of urgency reflecting the current comfortable foreign exchange 
position may also have been a factor. 

7. Despite growing imports and the slowdown in export expansion, 
India's foreign exchange reserves continue to increase in large part thanks 
to the flow of remittances, now at an anr~ate of US$1. 5 bj.llion. In July 
1978 foreign exchange reserves reached U~illion. 

8. Bank Group Assistance and Lending Program. In FY7 8 India's 
commitments of Bank Group resources reached record levels both for IDA and 
the Bank -- US$951.5 and US$330 .0 million respectively. This would not have 
been possible without a major effort on the part of GOI to develop a sizable 
project pipeline. The Minister has taken a personal interest in this subject 
and his senior colleagues in the Ministry have been rnstrumental in the 
formulation of a mor~ effective program. It would be appropriate to acknowledge 
their efforts while encouraging them to continue strengthening ·· the project 
preparation effort. 

9. On previous occasions, you have indicated your readiness to support 
a stepped-up development effort with increased Bank Group resources -- i.e •. , 
larger levels of IBRD assistance. It would be appropriate to repeat this in' 
general terms without getting specific as to amounts, which we believe can be 
handled more effectively as the FY79 program unfolds. 

10. Disbursements. During FY78 Bank G~oup disbursements in India were 
US$500 million -- a disappointing achievement when compared with recent years 
and even more so in comparison with expectations. During the Annual Meeting, 
we plan to review the FY79 outlook in some detail with the Indian delegation. 
Our efforts would be greatly helped if you could once again underline the 
importance of a healthy disbursement record. 
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II. Biographical .Sketches of Indian Delegation 

Mr. H. M. Patel! Minister ·of 'Finance, is 74 years old and an 
~~perienced administrator. He was a civil servant from 1939 to 1958 .snd 
held many important posts including several international posts, Cabinet 
Secretary and Secretary, Depar-tment of Economic Affairs. He resigned as 
Principal Finance Secretary in 1958 in connection with a financial scandal, 
from which he was fully exonerated by a high level investigation. However, 
from then, Mr. Patel followed a political career, playing a prominent role 
in the Gujarat cooperative movement and eventually joined the Swatantra 
Party, was once President of this party at both the State and All-India 
levels, and he represented it in the Lok Sabha for seven years preceding 
the election last year. He joined the Janata Party for that election and 
on his election was made the Finance Minister. 

Dr. Manmohan Singh., Secretary, Ministry of Finance, Department 
of Economic Affairs, is 46 years old. He first followed an academic career, 
studying in India and several European universities, taking a D.Phil. degree 
at Oxford University. He alternated academic posts with assignments at the 
United Nations, including one as Chief of the Financing for Trade Section 
of the UN Secretariat. In 1971, he moved into the Government as Chief Economic 
Adviser first in the Ministry of Foreign Trade and then in the Ministry of 
Finance. On the appointment of Mr. M.G. Kaul as India's Executive Director 
to the IMF two years ago,Dr. Singh was appointed to his present post. 

Mr. I. G. Patel, Governor, Reserve Bank of India, is 55 years old. 
He was a staff member of the IMF early in his career and became Alternate 
Executive Director in the Fund between 1958 and 1961. He served as Chief Aide 
to Mr. B. K. Nehru at the inauguration of the Consortium in 1958. He had been 
actively involved in Consortium matters since that date and headed India's 
delegations to the Consortium meetings for several years. In 1965 he became 
Ch~ef Economic Advisor to the Government of India. In 1967, when Morarji Desai 
became Finance Minister, he was appointed "Special Secretary" and later Secretary 
in the Ministry of Finance in charge of the Department of Economic Affairs. 
He left India in 1972 to assume the post of Deputy Administrator of UNDP until 
1977 when he was appointed Governor of the Reserve Bank of India. 

The Delegation also includes Dr . Ronavar, Chief Economic Adviser, 
Mr. M. D. Godbole, Joint Seeretary, Depa=tment of Economic Affairs and 
Mr. Rajawade, Personal Secretary to the Minister, all of the Ministry of 
Finance. 

September 1978 



BANK GROUP INDIA PROGRAM 

SECTORAL COMPOSITION OF LENDING PROGRAM 

FY ·79 - FY 83 

us:Millions/Number of Operations 
Sector 1978/79 "1979780 "1980/81 1981/82 1982/83 

Agriculture and 4ss@ Rural Development 730/4 635/7 800/9 640/7 

Industry, Energy, 560® Power, DFC 420/2 665/6 680/6 675/4 I .• 

Transportation and 
Telecommunications 190/1 160/2 50/1 70/1 160/2 

Urban, Population, 
Education and Nutrition 234/2 177/4 300/3 150/1 285/3 

Total ~ 1627/16 1650/17 1700il7 1760/16 





RECENT POLITICAL AND ECONOMIC DEVELOPMENTS IN INDIA 

1. Political Developments. The Janata Party, a coaHtion of diverse patties 
bound by opposition to Mrs. Gandhi in the 1977 General Election, has formed the 
center government since April 19~ The main thrust of the Janata Government is 
the reorientation of the country's development toward improvin~ the position of the 
~ by shifting the allocation of development resources so that a biglier proportion 
is spent on rural development and basic neeps. However, many important elements of 
this strategy-remain on the rhetorical 1 eland have yet to be-formulated ' into op
erational programs. 

2. Since the General Election, the Janata or one or another of its consti
tuent parties, have formed governments in northern Hindi-speaking states while op
position parties, including some loyal to Mrs. Gandhi, have formed governments in 
southern states. Relations among parties within the Janata coalition have-become 
increasingly strained. There is currently a ru r shi b en 
MOrarji Des and Charan Siaak, leader of one faction and, until recently, Home · 
Minister. The~nata Party at the Centre has been preoccupied by these political 
affairs and has yet to develop clear economic policies in important ~. ,..... 

3. Another consequence of the uneasy political coalition at the Centre has 
been a shift in Centre/State balance toward more State autono~. The first and 
still mo~erious indication of this was the meeting of the National Development 
Council in March 1978, called to endorse the first of India's new rolling Five-Year 
llans. The states withheld their endorsement, complaining of short notice and in
adequate consultation. Mbre importantly, many states indicated they wanted first 
to see that the new provisions for transferring funds from the Centre to the States 
would result in a larger portion of funds placed automatically under their control, 
correspondingly less to be doled out at the discretion of the Centre. They will 
consider the Plan when the committee reports on these transfer provisions are ready 
(perhaps as so_on as October 1978). Other independent and even provocative maneuvers 
by certain state governments underline a lack of political cohesion among the di
verse and local interests represented by parties either within or outside of the 
Janata coalition. 

4. Economic Developments. The 1977 monsoon was very favorable; foodgrain 
production in 1277/18 reached a record level of 127 million tons. Tnis compares 
with 111 million tons in 1976/77, 121 million tons in 1975/76 and an everage of 103 
million tons for the first five years of the decade. In addition to good weather, 
both irrigated area and fertilizer consumption continued to grow ra idly. Annual 
addit ons to erage t 1 o ectares since 1 5/7& com-
pared wit .3 million hectares per annum from 1969 to 1975; zer consumption 
grew almost one quarter in 1977/78. The good harvests have helped considerably to 
stabilize foodgrain prices and thus contain inflation. Foodgrain procurement amount
ed to 10 million tons in 1977/78, roughly the same as the.high level of the previous 
year. Public distribution of foodgrain has averaged just under one million tons a 
month. This, along with small amounts of wheat repaid to the Soviet Union, allowed a 
marginal drawdown of India's ample stocks to just under 20 million tons by the end 
of June 1978, Other agricultural commodities, including- sugarcane, cotton and oil
seeds, did well and agricultural roduct on rew 11 per cent overall in 1977/78. 

"' 
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5. reduction grew onl 
disappointment following the previous year s ramatic 10 per 
formane• of such industries as coal, cement, steel and power more than offset the 
healthy growth in production of crude petroleum and petroleum products, chemical 
fertilizer, and nonferrous metals. A continuing problem is the low demagg for 
manufacturing output from agriculture, investment, exports and import substitutes. 
In 19771_j8 exnorts tnraed slug&!sh. Although public expenditure has increased 
recentf:Y after its decline in the early 1970, there are as yet no clear indications 
of resumed private investment demand. A further part of the exp-:tanation for slow 
ndustrial growt ies n supply problems. In fact, the vicious circle of constrain

ed power, coal and railway transport abetted by labor disruptions shows signs of 
reemergence. 

6. The combination of 11 per cent growth in agricultural output and 3.5 per 
cent in industrial production resulted in a 6 per cent growth in GDP in 1977/78. 
This, combined with the 2 per cent growth in 1976/77 and 8 per cent growth in 1975/ 
1976, yielded 5 per cent average growth over the last three years. With a population 
growth of about 2 per cent per annum, per capita incope _grew 3 per cent per annum 
compared to a 1 per cent decline in the first half of the 1970s and a trend -rate 
Iince Independence of ess than 1.5 er cent. The price rise in 1977/78 and in fact 
since 1974/75 has been very Wholesale prices at the end of March 1978 were 
just below their level of a year earlier and only 4 per cent abo1re their level of 
three years ago, March 1975. Because of a rise and fall during the year, the yearly 
~verage wholesale price level in 1977/78 was 5 per cent above the previous year's 

vet:age. 

7. The balance of payments continues to be strong despite a large and un-
expected increase -in the trade deficit and minor fall in net aid transfer, due to a 
near doubling of miscellaneous capital and invisible receipts. Merchandise imports 
jumped 21 per. cent from US$6 billion in 1976/77 to US$7.3 billion in 1977/78. 
Export performance was disappointing, with an increase from US$5.8 billion to US$6.3 
billion in current prices which, given estimated US dollar prices rises, represents 
an actual decline in export volume. Possible reasonJL for tbis poor performance-are 
many--,educed export incentives, restrictions on the export of some items, increased 
domest c abso t of others, npt~y coal, cement, iron and steel, and Brewing 

ectionism a recessions tr s in overseas markets--but ov~rall the impres
sion 1 one of reduced export effort. 



Merchandise Exports (f .o. b.) 

Merchandise Imports (c.i.f.) 

Trade Balance 

Debt Service 

Gross Aid Disbursements 

IMW Transactions (net) 

Mis~ellaneous Capital and 
Invisibles 

Errors and Ommissions 

( use of Reserves (- • increase) 

Reserve Level at End of Period 
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Balance of Payments 
(US$ millions) 

World Bank Estimates 
1976/77 1977/78 

5760 6300 

- 5950 - 7300 

- __ 190 - 1000 

830 930 

1953 1840 

336 330 

1270 c£J 
292 76 

- 1575 - 2076 

3747 5823 

Change 
1976/77- 1977/78 

540 

- 1350 

810 

100 

113 

6 

1150 

368 

501 

2076 

7. The US$1 billion trade deficit, the US$930 debt service requirement and 
the US$330 repurchase from the IMF resulted in a US$2.26 billion gross financing 
requirement, which was met by US$1.84 billion of gross aid disbursements and by 
US$2.42 billion of miscellaneous capital and invisible receipts with enough left to 
add US$2 billion to reserves, which stood at US$5.8 billion by the end of March 1978. 

8. The ~rrent yearlooks.promising. The summer monsoon arrived ri ht o t 
and shows every sign of providing adequate, broad y distributed and timely moisture 
for good crop growth; but there have been major floods in northern India with sub
stantial dislocation of population and an inundation of cropped areas totalling be
tween 7 and 10 million hectares (almost 10 per cent of total cropped area). It is 
as ye~ too early to estimate the effects of the floods on production ·but with con-
tinued growth in fertilizer consumption, a ultural out ut could perhaps~~~ 
l977/7B's recar..d production. Early indications suggest i ro uctio 
g1:gu at a rate closer to the ' 7 to 8 er cent target than 1977/78's low 3.5 
per cent perfm·Ymance. Nevertheless, overall GDP growth 1n 1978/79 is unlikely to 
exceed 4 per cent with the possibility of a much lower figure if flood damage 
proves permanent. -The only up-to-date and accurate information on balance of pa~ 
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ment variables is for external reserves, which stood 
Even allowing for India's gold purchase and currency 
figure indicates something of a slowdown in the rate 
lgtioft, This is consistent with our projection of a 

at US$6.1 billion by July 1978. 
repurchase from the IMF, this 
of increase in reserve accumu
levelirtg off of the arowtb of 
d it, due both to in-invisible receipts and a further e ansion of th 

creased i orts resultin rom liberalize olic and to stagnan e, 
the GOI s current export projection. ?~ ?1-"f~ 

8. Although the new draft Plan for 1978/1983 lays first stress on the objec-~p 
tives of the removal of unemployment, alleviat on o poverty among the poorest and j; 
provision by the state of basic needs, it recognizes that these objectives can be 
met onl the context of an expanding economy and in fact plans for an :increase i , 
the G h rate to level higher than during any previous Plan period. The pro-
jecte er cent annual rate of growth should be compared to 4 per cent achieved 
during e four years o t e an and the 3.5 per cent long-run trend since 
the early 1950s rather than to the considerably higher but unachieved targets in 
previous Plans. This rat be achieved by an acceleration of the g~of 
agricultural production cent per annum, and industrial output t 7 r 
cen • Bot rates are higlier than those achieved in the recent past but ne er is 
higher than achieved at some point in the past. Given India's current situation, 
both are feasible under supportive policies and good economic management. 

9. The agr target of the Draft Plan is ambitious; but it 
can be achieved if current agricultural strategy is effectively implemented. 
Its basic elements focus on: i) improving cultural practices through reorganization. 

f the agricultural exten ice, ii) increasing more rapidly India's irri-
gated area w ile i rovin th fficienc of'the entire st m by raising th~ tech
nical standards of water distribution, iii) improving the infrastructure required 
for more rapid groundwater development, iv) ensuring ready availability of input~ 
and, v) .maintaining profit incentives with appropriate input and output .prices. 

10. India's industrial d v lo me t stra s not nearly as well wo 
consequently the Draft Plan growth target of 7 to 8 per cent, though reasonable when 
measured against past achievement, must be still considered problematic. To the 
extent that large increases in plan expenditure can provide the necessary impetus 
in public investment, the Draft Plan will facilitate industrial growth. It antici
pates expenditures at a rat~ 82 per cent (in real terms) above those achieved during 
the four years of the Fifth Plan. As a result the public portion of investment is 
expected to rise from 42 per cent in 1976/7i to 56 per cent for the entire five year 
period of the Draf~ Plan. However, u ro s for rivate investment, ~ 
te su ply c for key inputs and the !evel of Public savings proposed 

financing anticipated plan expenditures all resent difficultie for achieving 
industrial growth target. 

11. India's balance of payments situation is unlikely to be a constrain~on 
growth over the Plan period. With aid levels maintained in real terms, net invis
ibles maintained in current terms and exports .growing at the targetted 7 per cent 
per annum in volume terms, !!Dpnrt capacity:-.{~11 increase by over 18 per cent per 
annum in current and by r cent er a n: · · ' tant dollar terms over the next 
five years. This provides for an import elasticity of about per cent. This is 
about as high as any rapidly growing developin country has experienced over the 

~?'2;._ 
~/) 

?~J 
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medium term, although imports could easily exceed these levels in India for a few 
years given their past compression. However, India's current food and foreign 
exchange reserves will provide ample cushion should imports rise precipitously in 
any otte year. 





INDIA 

FOREIGN ASSISTANCE AND DEBT 

· 1. India has received substantial amounts of foreign assistance in 
absolute terms. Between 1960 and 1977, the cumulative transfer of aid, net 
of amortization and interest, reached US$16 billion. Although this is an 
impressive figure, it seems much less remarkable when considered in relation 
to India's population and the size of her economy. Over the past three years, 
for example, net aid to India has averaged US$1.92 per capita, or just over 1.3% 
of GDP, whereas for Pakistan, aid levels reached US$10.17 per capita (5.4% of 
GDP) and in Bang1adesh, foreign assistance totalled US$20 per capita (18.5% 
of GDP). 

Aid Levels and Domestic Investment 

2. While there have been ups and downs in flows of foreign assistance, 
aid has never accounted for more than a small fraction of India's development 
expenditures. India has consistently financed more than 80% of gross investment 
from domestic savings, and b~een 1910 and the present, the proportion of 
domestic . investment financed from domestic resources averaged well o~ 
-- an extremely high figure by international standards. The contribution of aid 
to domestic investment fell steadily from 1965/66, when it was 14% of gross 
fixed investment, to 1972/73 when it was 2.8% of gross fixed investment. By 
1974/75, as a consequence of the international response to that year's baiance 
of payments crisis, the proportion rose to 7.2%, and in 1975/76, to 10.2%. The 
present ratio of foreign aid to gross fixed investment -- 6.8% -- is stmilar 
to that prevailing at the outset of the 1970s. 

3. While aid levels have been relatively low in relation to India's 
·size and needs, aid has, in the past, pl t role in India, 
especially in tlie context of the country's balance of paymen • From ~965 to ~~ 

. 1968, about 40 India's im ort capability was provided by net aid. Since ~ 
t en, largely because of the volat ans , ntribution 
has fluctuated considerably, falling to 11% in 1972/73, rising sharply to 22% 
in 1975/76, and thereafter declining steadily to its present level of 10%. 
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Table 1 . 

Aid and the Balance of Payments 

{US$ millions) 

1967/68 1973/74 1974/75 1975/76 1976/77'l:../1977/78J..J 

1. Exports 1598 3239 4174 4665 5760 

2. Gross aid transfer 1643 1277 1761 2341 1953 

3. Debt service 444 765 785 786 829 

4. Net aid transfer 1199 512 976 1555 1124 

5. Misc. capital and invisiblest/ -94 +35 +796 +806 . +664 

6. Import capability 3147 3783 5946 7026 7548 

7. Net aid transfer as % of 
impor,t. _capability 38% 13.5% 16.4% 22.1% 14.8% 

8. _Debt service/exports 27.8 23.6 18.8 16.8 14.4 . 

1/ Includes net IMF 
2! ·Provisionals 
3/ Estimate 

Source: Economic Report, April 1978. 

Level of Net Aid Transfer 

4. The net aid transfer to India jumped sub3tantia.1.ly in the wake of 
the 1973/74 crisis, from its 1968-73 level of approximately $500 million per 
annum, to over $1 billion in 1974/75 and $1.5 billion ·in 1975/76. However, 
this high level of :net aid has not been maintained. In 1976/77 net aid fell 
to $1.1 billion and in 1977/78 to $908 million. As Table 1 above indicates, 
this is due both to . declining gross disbursement levels as well as rising debt 
service since 1975/76. In the Consortium~ the net transfer from half of the 
countries {Belgium, France, Germany, Japan, Italy and USA) was negative in 
1977/78, whereas in 1975/76 and 1976/77, the net transfer from only 2 of the 

., r : 

6300 

1837 

929 

908 

+1790 

8998 

10.0% 

14.7 
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13 countries was negative (see Table 2). Some explanation for this trend i~ 
eke bet aid transfer can be found in the changing composition of bilateral 
1tftdins: fewer fast-disbursing program loans, declining debt relief; le•a 
scope for food aid, and a growing proportion of project loans. The net transfer 
from Eastern Europe has been negative for three years, while that from OPEC is 
declining, although it still makes up approximately 1/3 of the total transfer. 
While the net a~d transfer to India has been f•llfng, aid commitments have been 
rising quite steadily since 1973/74 (with the exception of a decline in 1976/77), 
to their present level of US$2688 million. The aid pipeline --which in 1977/78 
reached US$4452 million -- shows a sfmilar steady upward trend. 

Aid Terms 

5~ In contrast to the declining net aid transfer, the terms of aid to 
India have been fmproving steadily. In 1977/78, bilateral aid carried an average 
interest rate of 2. 4%, a 30.,ear maturity and a 6. 8 year grace period, giving a . 
grant elem~t of almost 60%. Tbi$ was in contrast to 1975/76 when bilateral 

· commitments were pledged on much harder terms: 2. 7% interes_t, 19 year maturity 
and 6.6 yea~s' grace, and a grant element of 47%!/• For this year, Consortium 
commitments are estimated to carry an average interest rate of 1.7%, . 8.3 years' 
grace and a 33-year maturity,2/. · 

Burden of Debt and Balance of Payments Strength 

6. ·Because of inflation, as well as the general softening of aid terms, 
India's debt service burden h&s been considerably eased since early in the · 
decade when it hovered for ·almost three years (1969/70 - 1971/72) around 30% 
of exports (see Table 1). Further softening of aid terms, continued inflatiOn 
and the advantageous terma on which India has recently been able to contract 
short and,medium-term debt suggest that the debt service ratio will not rise 
UDduly in the foreseeablefuture over its present level -- 12% of e orts of 
goods and non-factor services. In any case, India's strong current and projec·ted 
balance of payments position -- due to a combination of healthy invisible& 
growth, continued fmport substitution, and vigorous growth of goods exports 

should enable the debt service requirements to be met without undue strain. 

1/ Debt Reporting Service estimates. 
2/ Division estimates: . 

These terms are weighted. averages of Consortium countries' terms uaing 
commitment levels as weights .• 
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m~T ATD THANHVER TO INDIA - ~ ---- US$ millions 

i ,... 
;.-

Net Aid Net Aid Net Aid 
Transfer Transfer Transfer 

A. Consortium Members 1975/76 1976/77 1977/78 

Austria -1.2 0.9 29.0 
.Belgium 29.9 -2.5 -1.2 
Canada 76.2 65.8 37.3 
Denmark 6.4 11.0 13.7 
France 26.7 17.7 -3~9 

Germany 45.5 8.9 -45.9 
Italy -15.7 -14.5 -2.6 - \ 

Japan -2.7 49.3 -10.0 
Netherlands 37.6 52.1 59.5 

Norway 7.3 8.5 12.8 
Sweden 82.0 43.0 65.9 
U.K. 106.5 122.0 141.7 
u.s.A. 153.1 55.4 -21.2 

Sub-total 551.6 417.6 275.1 

IBRD -49.8 -11.6 42.1 
IDA 467.1 503.2 298.9 

Sub-total 417.3 491.6 '341.0 

Total 968.9 909.2 616.1 

B. East EuroEean Countries 

Bulgaria -0.1 -0.2 -0.1 
· Czechoslovakia -5.2 1.9 -0.7 

GDR 4.4 -5.7 -5.7 
Hungary 2.3 2.5 4.8 

Poland -1.8 -2.4 -2.6 
Rumania 10.0 4.3 -4.6 
USSR -31.2 -68.2 -112.7 
Yugoslavia 19.7 9.1 22.8 

Total · -1.9 -58.7 -98.8 

c. OPEC Countries 

Iran 393.1 189.2 223.4 
Iraq 34.7 32.5 
Kuwait 21.8 24.0 

Saudi Arabia 24.2 

UAE 49.4 18.7 5.4 
OPEC Fund 21.7 
Others -2.2 -1.1 -1.0 

Total 47510 261.1 297.7 

D. Others 

Switzerland -0.6 3.4 1.0 
t~EO 47.5 :.- .... 
EEC 52.8 3.1 94.0 
Others 13.4 5.7 -1.7 

Total 113.1 12.2 93.3 

E. GRAND TOTAL 1555.1 1123.8 908.3 

Source: Econt)mic Report Tables 

' 



TABLE 3 

INDIA - External (Public and Private) Debt, and 
Debt Service as of March 31, 19?8 

US$ Millions 

Del>t Outstanding to: Debt Outstanding 
Disbursed Committed 1978/79 1979/80 

(incl. Undis· 
bur sed) 

1. .Ul Creditors 13,358.4 16,519.0 858,6 1,010,2 
2. International Organiza tiona 3,788.8 5,534.9 151.3 t61.6 
3. Government 9,473.3 11,036,9 678.4 :121.9 
4. l'rivate Debt 96.3 147.2 28,9 26.7 

5. Government Loans excl. suppliers credits 9,208.6 10,126.0 617.6 769.8 
Austria 31.2 32.3 3.6 3.2 
:lclgium 49.0 60.35 1.5 1.5·. 
Cannda 466,6 485.4 15.1 15.9 
•:zcckoslovakia 42.9 128.7 8,2 9.2 
l>cl'IINlrk 23.1 43.7 1.3 1.7 
Frnnce 296.2 439.9 36.5 37.9 
•~cnn3ny (FOR) 1,409.2 1,533.4 129.6 125.2 
(ran 719.6 1,249.6 22.8 156.5 
·:raq 172.9 173.7 4.3 25.1 
-:: taly 15.1 32,82 3,5 4.9 
Japan 827.6 896.4 87.8 73.7 
J~uwait 22.3 51.5 1.7 1.8 
r:ethcrlands 252.9 320.3 12.0 14.3 
·?oland 14.0 14.5 3.2 3.2 
qua tar 1.8 1.8 1.0 
:;we den 136.7 158.7 3.1 3.1 
s,~i. tzcr1and 28.1 40.4 4.5 4.7 
lfnitcd Arab Emirates 70.0 87.5 2.0 2.2 
llnited Kingdom 934,8 973.8 51.2 52.1 
liSA 3,453.9 3,478.6 169.5 173.3 
USSR 238.5 520.6 54.8 58.2 
.,~ugoslavia 2.3 2.3 

6. Suj'pliers Credits (Public) 264.7 310.9 60.8 52.1 
J,ustria 0,14 2.9 0.4 0.4 
llclgium 3.3 3.3 0,8 0.6 
Bulgaria 1.2 1.2 0.1 
•:zcchoslovakia 0.045 0.045 
llcnmark 3.4 3.4 0.8 0.8 
Finland 0.19 0.19 
France 24.9 24.9 7.0 4.0 . 
r:crmany (DDR) 20.9 20.9 1.6 1.5 
c;enn3ny (FOR) 47.9 48.5 8.0 7.9 
Jlungary 0.27 1.0 0.2 0.1 
italy 50.5 53.4 11.5 10.9 
Japan 19.5 19.5 5.5 4.1 
llcther1ands 3.7 3.7 1.2 1.0 
~lorway 1.3 1.3 0.4 0.4 
Jlomania 29.2 29.2 2.8 2.7 
~;,~eden 0,66 0.66 0.1 
~;,~{ tzerland 0.01 0.01 
United Kingdom 0.009 0.009 
llSA 3.0 3.0 0.8 0.5 
liSSR 1.5 1.5 0.4 0.3 
'.:ugoslavia 52,8 92.1 19.4 17.0 

St>ltn c: Debt Reporting Service 

Debt Service 
1980/81 1981/82 1982/83 

1,087.4 1,031.0 994.2 
180.7 176.5 181.4 
883,6 836.5 797.6 

23.1 18.1 15.2 

842.0 798.5 763.5 
2.5 2.0 1.7 
1.8 1.9 2.3 

15.6 16.4 16.3 
9.2 9.6 10.0 
1.7 1.6 1.6 

38.1 37.3 36.9 
118.3 113.2 98.3 
214.6 135.8 103.8 
31.7 31.0 36.9 
4.9 4.8 4.2 

80.0 79.2 ~3.0 

1.8 4.4 4.3 
15.6 16.6 17. i 
2.3 2.2 0.7 

3.1 . 3.3 3,8 
4.8 4.7 4. 7 
5.0 6.1 8,0 

55,8 65.3 65.1 
171.9 179.2 174,9 
60.4 80.3 79.1 

41.6 38.0 34.1 
0.3 0.4 0.4 
0.4 0.2 0.1 
0.1 0.1 0.1 

o.8 0.7 
-
3.5 3.3 2.fi 
1.4 1.4 1.4 
8.1 7 ·'~ 6.6 
0.1 0.1 0.1 

• 5.1 4.5 4.1 
2.7 2.6 2.4 
0.3 0.1 
0.4 
2.7 2.6 2.6 

0.3 
0.2 

15.2 14.6 13.7 





INDUSTRIAL DEVELOPMENT IN INDIA 

Industrial Performance 

1. Industrial performance in India since the mid 1960s has been 
_._.._._._ ___ , not only in terms of the volume of industria grow n 

relation to the considerable resources invested in industry, but also in I 
terms of the low employment absorption that has characterized this sector~ 
and the inadequate utilization of installed capacity in several specific 
industries. 

2. Growth and capacity utilization in agro-based industries, which 
account for about one-third of industrial production, have been constrained 
by an inadequate supply of agr:iesltaral raw ma.~&'l'le&l.s. Between 1970 and 
~ -

1977, production in agro-based industries increased by 16.2%, compared to 
49.4% and 64.7% in metal-based and chemical~based industries, respectively. 
This slow growth in agro-industries is in large part due to the relatively 
low increase and large annual variations in the production of raw materials. 
As an example, an index of fibres production based on the triennium ending 
1969-70 • 100, reached 119.4 in 1974-75 and only 103.4 and 105.6 in 1975-76 
and 1976~77 respectively. 

3. Weak demand conditions have contributed to excess capacity in 
several industries and have become more pervasive in recent years. The 
percentage of capacity utilization seems to have declined between 1970 and 

· 1977. This in turn has affected investment prospects. In recent years, the 
Bank has advocated an expansionary policy in order to overcome the stagnant 
demand conditions and improve the investment outlook. 

4. Industrial performance in the most recent period has shown 
some improvement over average 1960-78 trends. Partly as a result of 
outstanding agricultural performance, which led to higher rural income and 
fewer constraints on the supply side, industrial growth rates during fiscal 
years 197.5 to 1978 improved significantly with respect to the early seventies, 
reaching over 10% in 1976/77. However, in the second half of 1977178, 
industrial production slackened again and increased by only 3.5% with 
respect to the previous year. 

11 Growth in value added in the industrial sector (defined inclusive of 
manufacturing, mining, electricity, water, gas and construction) averaged 
5.5% p.a. between 1960 and 1970 and only 3.8% p.a. between 1970 and 1976 
(World Development Report, 197.8.) 

~I For instance only about six million persons are currently employed in the 
factory sector, representing less than 3% of the labor force. ~ The factory 
sector comprises manufacturing enterprises of at least 20 workers, and 
those that having between 10 and 19 worker.s use electricity. 
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.s. Since the beginning of 1978/79, the depressed outlook for 
industrial demand has also started to improve. However, this has not in 
all inatances been translated into effective output increases. Sever~l 
factors have constrained the expected expansion in output; power shortages 
have been the moat critical, but sbnrtages 1n the supply of crucial commodities, 
such as .CemeJl' and ste•l, have also had a dampening effect on output. The 
Ministry of Indust~timates that power shortages alone may have constrained . 
industrial production this year by as much as Rs. 40 billion. 

6. In spite of these contraints, the prospects for industrial 
growth in the present fiscal year are better than they were for 1977/78. 
Power supply ia expected to. increase by 14.5% (as against 3.4% in the previous 
year), thus relieving-- at least partially-- an tmportant bottleneck. 
Restrictive · pricing policies in cement and textiles have been relaxed (see 
para 23 below) and are expected to increase profitability and lead to more 
extensive use of existing capacity, as well as to capacity expansion in the 
caae of cement. Industrial output, then, is expected to increase by 7% in 
1978/79. Table I summarizes annual growth rates by industries for 1977/78 
and projected growth rates for 1978/79. · 

Recent Devefopments in Industrial Policy 

7. The Janata party election manifesto,which came out before the 
e.lections,followed by .the Janata Party Economic Policy Statement in November 
1977 and the Government's Statement on Industrial Policy in December 1977 
had raised expectations in some quarters and fears in others that a major 
overhaul of the industrial policy was in the offing. Such a change has not 
taken place so far. In general, looking at what has actually happened, 
continuity with past industrial policy is the more evident trend. Although 
the rhetoric regarding the shift in favor of village and small scale .induatries 
and ·indigenous or appropriate technologies has ·intensified, and some new 
progr ... have been designed, a major change· has not occurred in the effective 
policy framework. Nor have the threats to curb the expansion of the large 
busineea houses or .to disperse · the economic concentration of power been 
t~anslated into concrete action. Nevertheless, the rhetoric has increased 

· the uncertainty in the policy environment, especially for organized industry. 

8. Motivated and supported by the comfortable resource situation, 
the mild trend towards piecemeal liberaliz.ation which was already taking 
place in the past three or four years in India has continued. Consequently, 
there has been some easing of controls in licensing (even, it seems, for 

· large houses; sle below), in imports, in production, and in pricing. However, · 
the administrative constraints as reflected in the numerous and cumbersome 
procedures that the industrialists have to cope with do not seem to have 
lessened and the situation. in this respect may have even worsened, due. to 
the hesitance of the bureaucracy to take quick decisions. 
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Table: 1 

Annunl R'l~£.s of ·~ro~.,th in S~lected I11dustr:.t:. G~·ou:p8: 1977-78 nnrl 1 ~·f~i.:. 7CJ 

Weight Growth rates durin .'~ 
,, . 

I 

Industry Group in the 1977-78 (a) 1978-79 (o~ index ( Pro·;is ional) (Pro j ~ct. Jd 

r 

I l-11n1ns ani Quarr·ting ~ . 2.5 l!.!.!. 

II Manufacturin~ 81.08 ~ 6.4 

Food products 7.74 e.e 3.2 
Beverage induo· ~ri.es 0 . 69 14.8 _, 0. 1 

Tobncco manufacture 2.21 1.0 2.8 
,, . Textiles 17.43 . 2.4 2.4 

Footwear, othHr wearing apparel 
0.34 -20~5 4.1 and made up textile goode 

Wood and cork manufacture 
... of furniture 0.49 6.8 7.4 

' . Paper and pa¥ur products 2.24 5.0 6.7 
Leather tlnd ur producto except 
foot·t~ear and other wea:,rlng 
apparel 0.32 -12.2 2.6 

Rubber product-a 2.22 2.8 . 5.3 
Chemicals and chemicR.l 
· pr\lducts 10.90 6.4 9.1 

Petroleum and ~oal-based 
produc~s 1.~2 8.3 6.1 

Non-metallic Mineral products 3.33 4.2 8.1 

Basic metal industries 8 •. 84 -· -3.1 6.5 
Metal product£' except mnchint:ry 

.. 
and tranoport equipment 2.77 2.4 4.7 

Non-electrical machinery 5.55 7.8 8.8 
Electrical mRchincry, ~pparat~s, 

o.pplio.nces and supplies 5.30 5.7 10.0 

Transport equtpment 7.39 -2.4 14.3 
Miecellnncoua indu~tries 1.70 17.6 Not estimated 

III Electriciti; ~ b.,4· ~ 

All Induotries 100.00 ,.5 7.0 

~: Dnood on provin:1.onal f1r.u~co r~loasod by CSO 
l'rojcctt!<l ratr:1 or .s-rcnr\.h h ~\VO hcun liOl"lCl'd out by tho Qffi.CO Of 

tho Jo~oonomll~ ;\,lv.iut~r n.fLor t:li\.l . nt~ .tnto nooount tl\rgo~n fixed 
!ol' mu,1ot' ln"lu:.1triun. 

: 
I 
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9. Small -Scale Industry. The emphasis on village and small-scale 
industry, which figured prominently in the policy pronouncements of the 
Janata Party and the new Government, was not new in India. Ever since the 
early Plans, Indian industrial policy has stressed the importance of cottage 
industries and labor-intensive small-scale production units and has instituted 
~easures for promoting them. These objectives represented the extension of 
the Gandhian philosophy t .o the economic arena long before "small is beautiful" 
slogans became fashionable in many other countries. Over the years this 
emphasis was especially reflected in the importance attached to the khadi and 
handloom textile sector, and various incentives for small industries -- such 
as the exclusion of the organised factory sector from certain lines of 
production -- were incorporated in the industrial policy. In the evolution 
of the present Government's policy, the promotion of small-scale and village 
industry at first appeared in the form of an extreme doctriae. There were 
statements to the effect that anything that could be produced in the tiny 
sector should not be produced in the small sector and anything that could be 
pToduced in the small sector should not be produced in the large sector. But 
aa the Government settled down to its responsibilities, this slogan faded into 
the background and a more moderate approach was adopted. 

10. The measures that were contemplated aimed at promoting the small-
s~ale sector mainly by reserving certain activities for small units, by 
providing institutional support and fiscal and other incentives, and by curbing 
t~e expansion of the large-scale businesses. As a ·first step, the list of 
industries reserved for small~scale units was increased from 180 to 504. The 
extent o e was, owever, arge y usory. ompar son of the 
earlier lists with the new additions shows that the activities in terms ' of 
their scope and importance were much more significant in the earlier lists 
and somewhat forced and fragmented in the recent revision. Wide areas of 
pt.oduction such as domestic electrical appliances, leather footwear, paper 
cclnversion products, paints and varnishes, plastic process products, safety 
ma.tches, wide brushes and fibre brushes, dyes, electrical light fittings and 
iatmdry soap were included -- as single items -- among the first 48 items 
l~.sted in 1967/68. In comparison to this, the new list of 324 additions was 
mostly made up of very detailed product names, most of which probably 

t. 

c~nstitute activities which are not comparable in ·size to the components 
,·1 . 

of the earlier lists. The lists evidently refer to areas where future 
p~pacity increases will be reserved for small units, although there have 
been statements indicating specific targets for early phasing out of the 
prpduction of large units in a few ·industries, such as matches, footwear 
and soap. · 

.. 

li. The other concrete program for promoting small-scale industries 
concerned the setting up of District 'Indus DIC). The idea 
behind this s~heme is to provide coor inated administrative assistance to 
the small-scale industries on a decentralized plane. The DICe would be 
eii:pected t'o reduce the formalities in the setting up of small units and to 
~~sist under one roof -- the small entrepreneurs in solving .their problems. 

1 
j 
I 
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i~e ·scheme was launched on May 1, 1978, in 112 districts. Personnel is 
being recruited from the state government departments as well as from 
C·~tsi"e and the help of the nationalized banks is sought to provide et:ed1t 
tiiM*irs. Training programs for the staff are underway. This is a 

. ~entrally sponsored scheme· and the costs will be covered mostly out of the 
~entral budget. During the current fiscal year the expenditure on DICs is 
estimated at 150 million rupees. It is too early to pass judgment on the 
impact that the DICe will have, but there is wide~pread skepticism about 
it in the circles outside the Ministry of Industry. If past experience is 

·· any guide, DICs will probably function reasonably well in regions which 
possess developed infrastructures and not so well in poorly endowed .regions 
wbere they are expected to contribute most. · 

12. The Draft Fiv~Year Plan endorsed the emphaais to be given to 
the villaae and small-scale industries and set ambitious production and 
O'ltlay taraets - outlays increasing more than three-fold. The Plan also 
highlighted the role that the DICs were expected to perform and the need for 
better credit, trade and marketing facilities while at the same time cautioning 
against inflation of the subsidies in these programs. Several new credit 
f~cilitiea and incentives for exports and imports for the smalx-scale sector 
have been announced over the past year; the extent to which these new facilities 
a~e being utilized an4 what tmpact they will have remains to be seen. 

· 13. Medium & Larae Sector. After the first wave of anti-industry · 
doctrine, the role of the medium and large industries has been increasingly 
r~cognized in the pronouncements of the new Government. The Janata Party 
statement made a forced attempt to justify large industry only in areas that 
were needed for -~gl:'~_c;ulture, for infras·tructure and in production lines which 
were resour-ce~·,.b~sed, . sucn as steel and aluminum. The Government's Industrial 
Poiicy Statement was less rigid and recognized the need for a broader definition; 
it explicitly included capital goods, high technology industries and "other 
industries which are considered essential for the .development of the economy 
such .as machine tools, organic and inorganic chemicals." The Draft P1ve-Y•ar 
P~while emphasizing the labor-intensive technologies, took a pragmatic 
apD:oacll t=ewe~•• ~ scale queat1'Ul· . 

14. The role of the public sector vs. the private sector in industry has 
not. figured as an explicit ' issue in recent industrial policy discussions. There 
we~e some press reports about private sector involvement in the production of 
defense equipment. There were also rumours of the government's intention to 
nationalize the automotive industries. But these have not been confirmed, and 
do not seem to be on the agenda. The take over of the sick units by the govern
ment has continued -- although at a slower pace -- not as a measure of nationa
lization but as a rescue operation. For all practical purposes, therefore, 
the rules of the game as regards the respective domain of the public and the 
private sectors seem to be based on the 1956 Industrial Policy Resolution as 
it . has evolved over the years and to be no longer a major concern. The Janata 
Party .Industrial Policy Statement talks of the public ·sector as a sector which· 
''h~_. today come of . age. ". 



- 6 -

'-....- .. · 1.5. Although direct nationalization of private industry or large 
·-\_ houses is not a current issue, given the political instability, the 

industrailists are not c dent about the future of their businesses 
aittii • are especially worried about the schemes which would strenathe~ 
the CODtrol of public banking institutions over the management of their 
companies. This is why the soft lo-.n facility for the modernization of some 
industries initiated two years ago had no takers so long as it contained a 
~onvertibility clauae. The disbursements picked up only after the convertibility 
clauae was revoked. Since many companies are controlled by family interests 
owntna rather low proportions of share capital -- ~.e.textiles -- the industrialists 
are very seuitive to the risks which may change the delicate balance that·- gives 
them the controlling interest. For the same reason, they are also suspicious 
,.,f the government's intention to amend the Companies Act or to "profesionalize" 
the .manaaement of industries. . 

16. The policy towarda larse industries in particular .haa become. if ~ 
~tnythina, more con!uaea and controversial. 'The concern with the concentration 
of power in the han • o t e large hou es 1/ and the debate on it has intensi-
fied. The Janata Party economic policy talked of the need. to restrict more 
rigoroualy thaD before the expansion of the large houses -- especially the 20 
largest -- and to break up the· family controls, interconnections or groups. 
~ • . induatrial policy statement by the government was more explicit. In 
•ddit~ to endorsina the ·atrict application of the MOnopolies and th• 
IBatrictive Trade Practices (MifP) Act, it pronounced that: 

(a) Except in the case of industries eligible for automatic 
growth of ·capacity, the expansion of existing under
takings into new linea and eatablishment of new under
taking• by large -houae•· will require specific approval 
of the lovenmen t. . 

(b) Large houaes will h&ve to rely. on their own internally 
aenerated reaources for financing new or expansion 
projects. While an app-ropriate_ .. debt-equity ratio will 
be permitted in the case of industries like fertilizers, 

· paper, cement, · abipp:lng and petrochemicals, which are 
relatively more cap-ital-intensive in nature, the 
'debt-equity ratio in case .of other less. capital-intensive 
or less aophia~icated industries Will be so fixed as 
to reflect the greater use of their own internally 
generated resources by the larae 'ho~se. 

17. : The Government' a attitud~ towards t~~ .... ;~~se houses has recently been 
diacusaed extenaively in the Parliament and the press. Figures were produced 
in the Parli-nt to sh'ow the rapid growth of the assets of the large houses. 
and atat ... nta were made by M1nieters on how the ·lovernment was determined to 

l/ Large buain••• houses are ·enterprises -- single or intereonnected -- whose 
aa•·•t• are 1 than Ra. 200 million. In 1977 there were 74 large 
buain •• houaea and 2 s · g e arae undertakings in India. < ........... 
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curb their expansion and break up the family run concerns. There have also 
been reports about the preparation for reducing the debt-equity ratio of such 
businesses to 1:1, for increasing the power of term lending institutions in 
the management of big houses, and for other amendments to the Companies Act. 
In return, the big houses have accused the government of citing misleading 
statistics and of embarking on a witchhunt which was injurious to the 
interests of the economy. · J.R.D. Tata, in his address to the shareholders 
of TISCO, recently declared that the criticism of the large houses was "both 
incorrect and unfair." He also complained about the "dark hints given and 
publicized in the Press of possible nationalizations and of further amendments 
to the Companies Act and to the rules and regulations which already strangulate 
the functioning of jo~nt-stock companies in some cases to a point of asphyxia." 

/ · . 18. The dust on these debates has not yet settled and it is not clear 
in what direction the concrete policies of the government will evolve. 
However, the report of the Sacher Committee, which looked into the workings 
of the MRTP Act and the Companies Act, has now ·been submitted to the &overnment 
and its recommendations seem to be in the direction of strengthening aovernment 
control over big business. The plea of private sector to reduce the scope of 
the MRTP Act has not been accepted. It is recommended that all businesses with 
assets exceeding Rs.. 200 million come under the purview of the MRTP Act and 
Commission, as before, in spite of the price inflation that has occurred since 
the asset criterion was fixed. Moreover, the Committee has recommended that 
one-fourth of the market share, instead of one-third as at present, be taken 
as the criteria for determining the dominance factor of the large houses. It 
is further suggested that the scope of the MRTP Act should be enlarged to cover 
all unfair practices, that jurisdiction to try offenders under the MRTP Act 
rest with the MRTP Commission instead of a magistrate as at present, that a 
ceiling on inter-corporate investment be established as well as a ban on 
acceptance of public deposits by private companies and that workers be nominated 
as representatives on the boards of directors of companies. 

t ~· · 19. Despite the ongoing debate on the activities of the large houses, 
a look at the experience of the year since the elections reveals that a rather 
pragmatic policy ·of granting licenses to big businesses has continued side by 
side with periodic attacks on them by the Government, perhaps meant for 
public consumption. In a recent reply to a parliamentary question, the 
government cited a long list of criteria which were being taken into account 
in approving or rej.ecting the investment applications from the companies covered 
under the .MRTP Act: concentration of economic power, effect on small-scale 
sector and the public sector, indigenous demand, export demand and import 
substitution, inter-linkages among large houses, location relative to urban 
centers, use of indigenous technology and internal generation of resources. 
According to the government reply, various conditions were imposed while 
according approval to the .proposals -- i.e., dilution of non-resident holdings, 
debt-equity ratios, representation of public financial institutions and banks 
on the boards of directors of 'the companies, stipulations for Uhe conversion 
of the existing private companies into public companies, conditions in regard 
to professionalization of management and stipulations of export obligations. 
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20. Despite this seemingly toughened criteria, however, the actual 
granting of licenses to the big houses has not become more restrictive than 
in the past. A quick examination of the licenses granted and rejected under 
the MRTP Act suggests that the approvals during the Janata Party rule 'have 
been quite generous -- licenses to the large houses totalling Rs. 2.1 billion 
in the year. from May 1977 to May 1978. Compared to these, the rejected 
applications. are few in -number and low in total costs, except for a large 
aluminum project by the Birlas, which was rejected for being too power 
intensive. 

21. Liberalization. Whereas the licensing criteria for new capacity 
of large houses was, at least in theory, made more restrictive, the rules 
were liberalized for the small enterprises. The recommendations of the G.V. 
Ramakrishna Committee on Industrial Regulations and Procedures to increas e 
the exemption limit for industrial licensing from Rs. 10 million to Rs. 30 
million has now been accepted by the government. 

22. In response to the favorable foreign exchange position, the 
g~vernment has gradually simplified and liberalized the import policy over 
the past two years. For example, actual users can now import their requirements 
of raw materials -- other than banned and restricted items -- under Open 
General License. A number of capital goods have also been placed under Open 
General License. Further, 14 specified industries may invite global tenders 
for imports ~f capital goods, whether or not the items are manufactured 
indigenously; an official committee will scrutinize the offers and approve 
appropriate purchases. 

23. · Price and Production Policies. During the past year, in at least 
four major industries -- cement, steel, textiles and sugar -- the government 
has taken decisions which aim at abolishing price or production controls or 
adjusting regulated prices. It appears that the new policies can strengthen 
the market forces and remove some obvious inefficiencies, although the social 
consequences of the textile and sugar decontrol are still hotly debated. 

24. Labor Relations. During the Emergency, labor unrest was minimal 
as strikes and lock-outs were banned. Man-days lost in industry due to labor 
unrest increased sharply after the elections, but the situation has improved 
since last spring. The Boothalingam Committee on Wages, Incomes and Prices 
which produced its report in May had no concrete proposals regarding wage 
determination in the private industry except suggesting "broad guidelines". 
But the draft Industrial Relations Bill approved by the Cabinet and introduced 
in the Par amen ugus , a e e a specifying 
machinery for labor relations and collective bargaining. According to the 
draft, strike will be the ultimate resort af r all the facilities for~ 
ciliation and ar each takin a minimum of two m s) have been 

auste • A legal strike will need the support, through secret ballot, of 
not less than .60% of tlle uorkers in a unit; ancrthen could only start after 
a notice to the employer of at least 14 days. The bill also sets rather 
strict provisions for registration of trade unions, work conditions, 
compensations for lay-offs and retrenchment, and unfair practices. The 
~.overnment proposal is likely to encounter stiff opposition by the labor 
organizations and some political parties. 
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2S. The ~ontrad1ctiana as well as the continuity in the industrial 
policy reflect to a- large degree the unstable political scene in India. 
With opposing doctrines and interests among the constituents of the Jahata 
Party and within the government getting more divergent every day, industrial 
policy will continue to be shaped by ad hoc decisions -- which cannot be 
easily predicted-- or, rather more often, by · lack of firm decision. The negative 
effect of this is felt througho¢ the economy, both in the public and the 
private sectors. Provided the short-term bottlenecks are removed and with 
good harvest and comfortable foreign exchange supply, industrial production · 
may not be affected adversely in the immediate future. But the instability 
in the political scene and in industrial policy will cost the . Indian economy 
dearly if the response of the private sector or even the public sector --
to the investment opportunities continues to be dampened by the lack of clear 
direction. 





INDIAN EXPORT PERFORMANCE AND POLICY 

Background 

f l. . India did not participate significantly in the world-wide 
ll expansion of exports that occurred during the period from 1960 to 1975. 

India's share of world exports (at current prices) declined continuously 
until 1974: from ~41% in 1948 to 1.12% in 1958, 0.73% in 1968, and 0.46% . 
in 1974. In 1975 India's share of wor~d exports increased slightly -- to 
0.5% -- but it remained below the 1948-72 levels. The performance of 
Indian manufacturing exports up to 1973 was similarly ·not outstanding. 
In current value terms, Indian manufacturing exports increased from US$572 
million in 1960/61 to US$1476 million in 1973/74, whereas developing 
countries exports of manufactures increased from US$4.4 billion in 1960 
to US$37.5 billion in 1973 and world exports of manufactures rose from 
US$54 billion to US$317 billion in the corresponding years. Against this 
backdrop the Bank consistently pressed for a more expapsignaxx export 
eolicy in India, both to provide a continuing basis for financing the growth 
in imports required if the economy is to grow consistently faster and to 
encourage more efficient specialization in industry. 

Recent Performance 

During the years 1975/76 and 1976/77, the export doldrums 
that had so long ·prevailed were dramatically reversed with ypl'wr 
growth during these two years averaging 14. 3% ner Annum. 1/ This 
c ompares quite favorably to the rate of 5.8% ~er annum of the 
1970/75 period. 

However, a disaggregated view of these two years reveals 
some disturbing elements which came to the fore with renewed 
stagnation during 1977/78. During 1975/76 41.5% of the volume 
growth increment was contributed by only two homogeneous non
manufactured commodities, sugar and silver, while in 1976/77 
another four commodities - iron and steel, polished diamonds, 
engineering goods and garments - constituted fully 80% of the 
volume growth increment. While some concentration of growth 
is to be expected, the Indian spurt has proved quite thin and 
too dependent on items in temporary domestic surplus. 

In 1977/78 there were no extraordinary growth items to 
compensate for the overall anti-export bias of lpdia's trade 

l 
policy regime. As a result export volume actually declined 
by 1. 2% . 

1/ We have concentrated on volume performance because it better reflects 
the effort to export: international prices are not responsive to 
Indian policies except in one or two cases. 
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While there have been real improvements during the past three years, no 
fundamental change appears to have taken place. The need remains to 
emphasize the importance of policies which will lead to consistent, sub
s _tantial growth· over the broad range of India's heterogeneous exports. 
the Draft Five Year Plan projects export expansion of~r annum 111 
real terms between 1978 and 1983. Even this modest o"i:)je'ct:ive {only 0.5% 
PJ~.,: annum above the 1970/78 trend) will require special attention to 
policy improvements. 

Export Policy 

2. 'lbree elements of Indian trade policy have an important influence 
on exports: the exchange rate, export incentives and i~ort controls. 
During 1977/78 the latter were t He s Ubject of a sweepiti&review by t he 
"Alexander Committee" on Import-Export Policies which ·recommended numerous 
simplifications and sUbstantive Changes in import controls in its report 
submitted to the GOI on 31 January 1978.1/ Many of these were adopted in 
the subsequently issued Import Policy for 1978/79 which was described by 
Mr. Mohan Dharia, the Minister for Commerce, Civil Supplies and Cooperation 
as a "radically new system" in which "the 30 years cobwebs of import con-

I 
trols and regulations have been brushed aside". Unfortunately, our analysis 
of the new policy does not support such bravura. The main points may be 
summarized as follows: . 

'lbere has been significant simpli,ication: particularly 
important, the positive lists of permitted items have been re
placed by relatively compact negative lists of restricted or 
banned items. Furthermore, industry-specific lists have been 
dropped. The fleXibility of the system has also imp·roved,with 
greater transferability of license~ but access to imports has 
changed little. On the key issue of st ability in the trade 
pglicy regime, virtually no progress has been made as policy 
continues to be reformulated annually. This is an extremely 
important inhibition to investment for export purposes. On 
balance these largely procedural changes sh&uid lead to modest 
but real increases in 'import availability for exporters. 

t 
Most important, however, is the continuing focus of Indian 

import policy on restricting imports to "essential" inputs, 
raw materials and capital goods. The piecemeal liberalization 
of "essential" imports can only increase the relative protection 
of consumer goods (especially consumer durables). This devel-
opment ·not only runs counter to India's industrial planning 
priorities but also serves to increase the variance in export 
incentives that itself constitutes the greatest economic cost 

1/ P.C. Alexander who headed the committee was then Secretary of Commerce. 
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of India's trade policy regime. The effect of the changes 
in · import · control policy on the relative incenti.ve to p~o
duce for export rather than for domestic production cannot 
be determined ~ priori but there is no reason to . suppose 
that the bias against exports has been ·lessened. ·The pre
vailing tariff structure exacerbates this bias as tariff 
rates on capital goods :average 45%, · on intennediates 80% 
and on permitted consumer goods about · 120%. . Continued 
liberalization of only "essential" imports . could prove 
disastrous for both Indian exports and overall industrial 
development. 

Just as there has been little rationalization of import . 
policy, recent indicators concernin~ the future of export in
centives are not encouraging. The justifications for export 
incentive~_ P.~t ~otward by the "Alexander Committee" - i~direct 
taXes, freight differentials and .promotional expenditures ·.:. · 
are minor _compared to the disincentive t~ export implicit in 
the entire control system. If the narrow base proposed by 
the Alexander Committee is adopted as the basis for revised 
export incentives in 1979/80, the bias against eA-ports will · 
grow enormously. 

Recent developments in the purchasing power parity 
effective exchange rate have also turned against exports. 
An improvement of the effective exchange rate for eXports 
relative to imports by 10% during 1975 was all but lost by 
an 8% deterioration in 1976. Recent trends in the nominal 
exchange rate porten·d further deterioration in 1977/78~ 

3. Recent policy developments thus provide little assurance that· 
even the modest plan objective of 7% real growth can be easily achieved. 
The new liberalization must continue with greater reliance on tariffs 
and exchange rate adjustments, rather than physical controls, as the 
scope of the liberaliz~tion is broadened beyond producers' goods. Of 
great importance is the continuation of generous export incentives w~ich, 
as the special import privileges of exporters decline, have become in
crea81ngfy - not less - necessary. · 

... 
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