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CUJRRECY

Currency Rs/US$

Official Market1

Prior to June, 1966 4.76
June 6, 1966 to mid-December 1971 7.50
Mid-December 1971 to end-June 1972 7.28

1971/72 7.44
1972/73 7.71
1973/74 7.79
1974/75 7.98
1975/76 8.65
1976/77 8.94
1977/78 8.56
1978/79 8.21
1979/80 8.08
1980/81 7.89
1931/82 8.93
1982/83 9.63
1983/84 10.31
1984/85 11.89
1985/86 12.24
1986/87 12.79
1987/88 12.97
1988/89 14.48
1989/90 16.66
1990/91 17.95
1991/92 24.52
1992/93 26.41 30.65

February 1993 26.20 32.65
March 1993 31.53

Source: IMF, International Financial Statistics (IFS), line "rf., and Reserve Bank Of India.

Note: The Indian fiscal year runs from April 1 through March 31.

I A dual exchange rate system was created in March 1992, with a free market for about 60 percent of foreign
exchange transactions. The exchange rate was reunified at the beginning of March 1993 at the free market rate.
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and foreign exchange reserves were increased to over US$6.7 billion
(equivalent to 3.6 month of imports). A number of important policy measures
have been adopted recenty that are likely to improve economic performance
and development prospects-in particular, a reunification of the exchange rate,
further rationalization and reductions of customs tariffs, additional steps to
liberalize the financial sector and foreign investment code, and a Union budget
that provides for increased spending on social and rural sectors, while reducing
frther the overall fiscal deficit. The foregoing notwithstanding, the Indian
authorities face a number of serious macroeconomic challenges-particularly in
the areas of fiscal and balance of payments management. A large agenda of
strucual and sectoral reform remans as well-notably in the areas of taxation,
trade and financial policies, and for the public enterprise, agricultural and social
sectors.

This document has a restticted distribution and may be used by recipients only in the performance
of their offcial duties. Its contents may not otherwise be disclosed without World Bank authorization.



ADB Asian Development Bank
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BIS Bank for International Settement
BOT Buid-Operate-Transfer
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EXBCUIVE SUMMAY

1. The 199Q193 fiscal year marked the first fuil year of the comprehensive adjustent program
ntiated by the Govemment of lndia in mid-1991. Tbe program envisages a decisive break with the

develmnt stegis of the past, and aims at the rertion of macroeconomic stability complemented
by broad-based liberization of the Indian economy. Substantial firther progress was made in stabilizing
and refoiig the Indian economy in 1992/93 despite a major flnancial scandal and civil disturbances that
straied the political comensus for reform and adversely affected economic activity. Real GDP growth
rose fom 1.2 percent in the previous year to about 4 percent; the inflation rate fell to about 7 percent
(on n annual basis) from 14 percent in 1991/92; the deficit of the Central Govenmuent was reduced to
5.7 pet of GDP despite a major shortfall in revenues caused by the disturbances; foreign exchange
reserves were increased by over US$1 billion to US$ 6.7 billion (equivalent to 3.6 months of imports);
ad sigficant steps were taken to increase the role of market forces in resource allocation and to open
the economy to forign trade, capital and technology. A number of important policy initiatives were
onwuwed at the end of the 1992/93 fiscal year-notably, a rmnification of the exchange rate, plans for
recaitalisztion of the nationalized banks, and a Union budget for 1993/94 that introduces further major
reductow in customs tariff rates, and provides for increased spending on the social and rural sector:
while reducn fiuther the overall fiscal deficit. These improvements in policies and performance in
1992/93 have set the stage for a broadening and deepening of the adjustment process to expand its
beneft and to ensure its sustinability in coming years.

2. A mnr ',er of oher developments, however, underscore the serious challenges fiaing the
authriies in the maname of India's transition to a more open and dynamic econmy. The recovery
in exWpors has been much slower than expected. Progress with tax reform has been constrained by the
coplexity of the tax revenue-haring arrangements between the Center and the States, and by concerns
about broadening the tax base. Actions to faciLitate industrial ucturing and to deal expeditiously with
the public enterprise sector and directed credit system have been delayed as well by political and social
considerions. These same factors, along with fears of potetially adverse balance of payments
develo t, have precluded a bolder approach to trade reform.

3. As India moves ino a third year of adjustment, the initiatives required to make the reforms
sustainble are likely to prove technically and politically more challenging. The analysis presented in this
Econic Mm suggests that five areas require special attenion: (i) a vigorous and broad-based
recovery in exqpors needs to be brought about through further reductions in import protection, a

of export promotn schemes and continued flexible exchange rate management; (ii) fiscal
adjus_nm needs to be coantinued at all levels of the public sector through a comprehensive reform of the
tC system, strucul expeture refonn measures and the adopton of measures that promote an orderly
adjustment by public enterpris; (iii) reform of the financal system needs to be accelerated through
rtucturin and ireased tio of the public sector banks, greater private sector
paricipation,reductions in reserve requirments, reform of the dircted credit system (including rural
credit), and more flexible interest rate policies; (iv) sector policy reforms are required urgently to
complement the ongoing trade reform and new industral policy-most notably, in agriculture, energy and
tWade logisdcs; and (v) the quality of fiscal adjusment needs to be enbanced through expenditure re-
allocation in favor of basic social services, invesmn and efficient operons and maintenance,
complemented by efforts to improwve cost recovery and to tap private initiative and capital. The

cu concludes also that, in view of the impressive adjustment efforts to date, the inevitable
import needs of the resrucing effort and the uncaties surrounin export prospects, the conimed



- i -

strong support (includig fast-disbursing assistance) of tie intenational donor commumty will be
important to help ensure India's successful transition to a more dynamic and internationally competive
economy.

Recent Progress in Macroeconomic Adjustment

4. Economic activity showed signs of recovery in several key sectors of the economy in
1992/93, and the GDP rowthrate could turn out as high as 4 percent in real terms. This would be a
considerable improvement over the 1.2 percent growth recorded in 1991/92. The recovery is largely
attributable to a major rebound in agricultural production due to favorable rains, while many
manuacturig industries stil face recessionary demand conditions. Some slowing of macturi
growth relative to performance during the 1980s was probably inevitable in view of the stabilization
measures, but business sources cite also lingering uncertainties about the timing and extet of fitumre
reforms, particularly in the areas of trade, fmance and labor policies, as reasons for the slow recovery.
The widespread disturbances following the destuction of a mosque at the disputed Ayodhya site in early
December 1992 disrupted production and marketng in many areas of the economy, and may have
dampened investor confidence as well.

5. Largely as a result of the stabilization measures adopted over the past two years, domestic
investment demand remained sluggish in 1992/93. However, a number of foreign companies increased
their equity stakes in existing fims, and a large number of new foreign collaboration proposals were
approved. The foreign equity participation proposed for the new projects totals about US$2 bilion;
several times the amount approved in recent years. Although the large nmnber of approvals has not yet
been translated into a significantly greater volume of foreign investment inflows, the prospect now exists
for a steady increase in foreign investment flows in the coming years. All-in-all, it is expected that recent
measures taken by the Government to lower domestic excise taxes and interest ratws, and to provide
greater clarity as to the future direction of relative prices wiU result in a gradual strengthening of private
investment beginning in 1993/94. Of course, the recent cuts in excise duty rates will help to lower
inflation and to stimulate agegate demand only if finns pass on the bulk of the cuts to consumers.
Further measures to reduce the cost of capital, such as lower capital goods import tariffs, and to
strengthen public infiasucture facilities will be required as well.

6. The Govemment's efforts to control inflation were highly successful during 199Q/93. By the
end of 1992/93, the inflation rate (as measured by the wholesale price index) had declined to an auval
rate of 7 percent-from 13.6 percent at the end of the previous year. This rapid deceleration was
achieved despite large increases in a number of administered prices in the second half of the year, notably
those for ferilizer and petroleum products. Both tightened financial policies and a number of supply-side
factors were instrumental in lowering inflation. In particuar, the strong recovery of the agricultural
sector, combined with foodgrain imports and measures to stregthen the Public Distribution System,
contributed to a sharp deceleration in the inflation rate of basic foodstuffs. As a result, consumer price
inflation is projected to decline by even more than that of wholesale prices-which should bolster popular
support for the adjustment program.

7. Progress with fiscal adJu in 1992/93 was slower than anticipated, and recent estimates
indicate that the Central Government may have overshot its 1992/93 budget deficit target (5 percent of
GDP) by as much as 0.7 percent of GDP. To a large extent, this outcome reflects the major shortfall
in tax revenues caused by the disurbances. There was a significant shortfall in asset sales as well-which
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underscores the dangers of relying on disinvestment proceeds as a source of government revenues. On
the expenditure side, the Government exceeded several of its recurrent expenditure targets, particularly
those for subsidies and transfers to State governments. Defense and capital spending, on the other hand,
declined more or less as budgeted-although infrastructure investment suffered disproportionately. Despite
the larger-than-anticipated deficit, the Government's net financing from the Reserve Bank of India (RBI)
increased by less than 5 percent in 1992/93-which should help with control of inflation in the coming
year. The financial position of many State governments deteriorated in 1992/93, however, and the
Central Government was compelled to forego planned cuts in its assistance to the States. Greater
attention will have to be paid to the finances of the State governments if the process of fiscal adjustment
in India is to be sustainable.

8. Against this background, the 1993/94 Union budget provides for a further reduction of the
Central fiscal deficit to 4.7 percent of GDP despite the adoption of a number of measures to lower
production costs and stimulate demand that will probably reduce net Government revenues in real terms.
The budget aims at achieving a small primary (non-interest) surplus, and net Government financing from
the banking system is expected to grow by only 3 percent. The 1993/94 budget marks a departure from
recent budgets in giving a greater weight to growth than to fiscal deficit reduction. The main elements
of the 1993/94 budget are: (i) broad reductions in customs tariff rates-the maximum tariff rate was
reduced from 110% to 85% (and lower in some cases) and the general capital goods rate was reduced
from 55 percent to 35 percent, with even lower rates for exporters and the power sector; (ii) reductions
in and partial rationalization of central excise duties, especially for consumer goods industries; (iii) a
sizable cut in overall Govermnent expenditure in real terms-particularly on subsidies and on transfers
to the State governments-and continued restraint in defense spending; and (iv) large increases in spending
on social and rural development.

9. There are, however, a few aspects of the 1993/94 budget that raise questions about its
contribution to sustainable fiscal adjustment. In particular, limited progress was made in tax reform.
As a result, the tariff and excise duty cuts proposed for 1993/94 are expected to lower the overall tax to
GDP ratio. The decline iL the tax-GDP ratio is not sustainable and needs to be reversed. Similarly, a
large proportion of the targeted expenditure reduction is to be achieved through a further cut in capital
spending-which has already been severely constrained in earlier years. In view of the need for increased
spending on social and infrastructure sectors, and for additional excise and tariff rate reductions in coming
years, structural measures are required to broaden the tax base and to contain recurrent expenditures and
enhance cost recovery (see paras. 13 and 26 respectively).

10. On the external front, the beneficial effects of the policy measures taken since July 1991 were
reflected in a gradual improvement in export peRormance during 1992/93. Merchandise export earnings
rose by about 2 percent in dollar terms compared to a 2 percent decline during the previous year. The
continued decline in exports to the former Soviet Union and the recent disturbances prevented a more
robust recovery of exports in 1992/93. Exports to the general currency area rose by about 10.5 percent.
Exports to the rupee payments area declined by a further 64 percent, and now account for about 3 percent
of exports, as compared to almost 20 percent in 1989/90. Thus, India's vulnerability in this area has
been virtually eliminated. Similarly, the deleterious impact of the disturbances on export logistics were
reflected in a sharp deceleration of the export growth rate in the last four months of the year. However,
even allowing for these special factors, the rate of export growth achieved in 1992/93 falls short of what
is needed to strengthen India's balance of payments position. It is anticipa&ed that with the reunification
of the exchange rate, export growth in 1993/94 should strengthen considerably. Further reductions in
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trade ptecion, streamlining of export promotion schemes, improved export infrastructure and continmed
flexible management of the exchange rate will be required as well.

11. Mrchandise inrms grew rapidly during 1992/93, reflecting the removal of the special
import restrictions in April 1992, the major liberaliation of quantitative restrictions on intermediate and
capital goods, and higher oil imports necessitated by falling domestic production. As a result, the trade
deficit is estmated to have risen from US$1.6 billion in 1991/92 to about US$3.9 billion. The invisibles
balance worsened, in part due to the dampening effect on tourism receipts of the disturbances following
the Ayodhya incident. Taken together, these developments resulted in a deficit on the external current
account of about US$5 billion (2.1 percent of GDP). On the financing side, net aid flows (including fast
disbursing assistance) fell well short of the amounts projected in last year's Economic Memorandum, in
large part due to conined difficulties with project disbursements. However, large inflows from non-
resident Indians (US$ 1.1 billion) and from a number of foreign commercial banks (US$1 billion) to
support their bankdng operations in India allowed foreign exchange reserves to be increased by US$1
billion to about US$6.7 billion (equivalent to 3.6 months of imports). In view of the comfortable foreign
reserves position, the stock of short term bank debt was reduced by some US$800 million. Further
efforts will be required in the coming years to strengthen fimdamentally India's external capital account
(se para. 48).

Managin the Transition

12. The Eighth Five Year Plan, 1992-97, which provides a broad statement of the Government's
approach to adjustment, envisags a steady reduction in the fiscal deficit over the next four years, coupled
with annual output growth of about 5-6 percent beginning in 1993/94 and maintenance of a low rate of
inflation. Anotier key goal is to reduce substantially India's dependence on foreign borrowing over the
medium term through rapid export growth. To achieve these ends, the Eighth Plan calls for a
reorientation of investment incentives towards the traded goods sectors; high levels of capacity utlization;
and major improvements in efficiency through increased domestic and international competition and
enhanced access to foreign capital and technology. Finally, the Govemment is to reorient its expenditures
away from areas where it competes inefficienly with the private sector to areas where the two are
complementay; such as in the development of India's human resources and infrastructure. Given these
objectives, the following areas require particular attention in the near term in order to enhance the
prospects for a successful transition.

13. Strenathenln the tax svstem. The Goverment's medium term objectives for tax reform are:
(i) to reduce the reliance on indirect taxes by increasing direct taxation-this requires an income tax
applied to a broad range of incomes and benefits, which would be closely coordinated with the corporate
tax; (ii) to establish a national value added tax (VAT) levied on a wide range of goods and services with
a minimum of differentiation between rates; (iii) to limit excise taxes to a few traditionally highly-taxed
commodities, such as petroleum, tobacco and alcoholic beverages; and (iv) to improve compliance
through more extensive use of withholding at source, presumptive taxation and the imposition of
minimm taxes.

14. A nmber of steps were taken in the 1992/93 and 1993/94 Union budgets, including:
(i) measures to rationalize the personal income tax and corporate income tax systems, while broadening
the bases on which they are applied; and (ih) reductions in customs and excise duty rates, with a



consolidation of the auxiliary and basic duties ad a narrowing of the overall duty structures. These
meu-which introduce several of the principal recaomendations of the CheHliah Committee on Tax
Reforms-imply clear improvements in the tnsparcy of the overall tax system, as well as a broadening
of the personal income tax base. Nonetheless, a number of key issues are still to be addressed. In
particular, implementation of a national VAT system will take some time. Consequently, greater efforts
are required to broaden further the base for domestic taxation, and to improve administration and
compliance. These steps may need to be coupled with some form of transitional arrangement whereby
the proportion of domestic taxes transferred by the Center to the States could be reduced, in order to ease
the burden of tariff reductions on the Central Government's finances.

15. Consolidating trade liberalization. The Government recognizes that further trade reforms are
needed to provide an impetus to exports and output growth, and is committed to achieving a fumdamental
liberalization of India's trade regime within the next four years. Its principal objectives are to: (i) lower
the average tariff rate to no more than 25 percent; (ii) eliminate quantitative restrictions on
imports-except those pertaining to environmental and security considerations; and (iii) promote rapid and
broad-based export growth.

16. Despite the considerable progress made since 1991/92 in reduwAng tariff rates and quantitative
restrictions on intermediate and capital goods, the pace of reform with respect to liberalizaton of
consumer goods has been constrained by concerns over the potentally adverse balance of payments
implications and by fears of adverse socio-political reactions. However, the competitiveness of many
consumption goods produced in Ildia has been improved substially by the large real exchange rate
adjustments over the past two years (about 30 percent since March 1991). Thus, it is unlikely that there
would be a surge in overall import demand that could not be accommodated through prdent financial
policies and continued flexible management of the exchange rate. In view of the desirability of signalling
the Government's commitment to reducing protection for the economy as a whole, consideration should
be given to initiating decisive reforms in this area in the near term. More generally, the constraints on
external financing and the desirability of avoiding large and pontially destabilizing exchange rate
adjustments underscore the importance of promoting a vigorous recovery in exports over the next year
or two through rationalization of the remaining export restrictions and streamlining of the various schemes
that provide inputs to exporters at international prices.

17. The Government's goals for tariff reduction are likely to have a large fiscal impact.
Preliminary estimates indicate that an average tariff rate of 25 percent in 1996/97 would result in
foregone customs revenues equivalent to about 15 percet of net Cental Government tax revenues. The
Government faces a serious challenge to compensate for a revenue loss of this magnitude; therefore, tarff
reform needs to be pursued in parallel with a comprehensive tax reform along the lines proposed by the
Chelliah Committee. In the near term, however, the imposition of a minimum tariff, elimination of some
exemptions and normal growth in imports should provide room for further tariff cuts.

18. Accelerating financial sector reform. The Goveament is committed to a fimdamental
strengthening of India's financial system through improvements in the prudential and regulatory
environment, and increased flexibility in financial policies and markets-including greater participation
by the private sector. In April 1992, the RBI introduced new prudental and capital adequacy guideline
for the commercial banks. The Govermment realizes that a proper recognition of the extent of loan
impairment in banks' balance sheets is needed, together with a viable financing package to fill any
net-worth deficiency. The 1993/94 budget provides for an initial infusion of Rs 57 billion for the
nationalized banks in the form of an issue of new Government bonds. This is expected to result in a
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marginal Increase in the Government's interest payments in the future. The Government has announced
that it wiUl introduce the necessary legislative changes to enable the nationalized banks to mobilize private
equity from the capital markets in 1993/94, while preserving the majority ownership of the Government.
The decision to allow banks to top private equity, along with the new guidelines for entry of private banks
announced in January 1993, provides an important beginning to market orientation of the banking system.
Other steps being taken to strengthen the fmancial system include measures to improve loan
collections-notably, the establishment of Special Tribunals with jurisdiction over bank claims arising from
large defaulted credits-and the esta'Aishment of a new supervisory board under the aegis of the RBI.

19. Steps are being taken also to liberalize financial policies. The Reserve Bank elimiated the
10 percent incremental cash reserve ratio (CRR) in April 1992 and reduced the average statutory liquidity
ratio (SLR)-the minimum percentage of deposits that banks must hold in Central and State government
securities-from 38.5 percent to 37.75 percent over the course of the year. In April 1993, the RBI cut
the base CRR from 15 percent to 14 percent, and announced that the SLR would be reduced firther by
one percentage point to 36.75 percent in four stages during 1993/94. The Government's medium term
target is to reduce the SLR to no more than 25 percent by 1996/97, and the CRR to 10 percent. Thus
far, the pace at which the SLR is being reduced appears too slow to meet the authorities' medium term
target. In view of the need to strengthen the profitability of the commercial banks, and to free resources
for the private sector, a much faster pace of SLR reduction would be desirable. This would help also
to increase the fiscal discipline being imposed on the States. It would be desirable to aim for a faster
pace of reduction and a lower final level for the cash reserve ratio as well, in order to make the CRR a
more useful instrument of monetary policy. More generally, the transition to a market-based system for
funding government debt and conducting monetary policy requires further progress in interest rate
deregulation, and the development of broad and active primary and secondary markets for dated
government securities.

20. The sequence in which interest rate deregulation is carried out is critical. To minimize the
risk of higher real interest rates, and to stimulate development of the govermment securities market, a
pragmatic strategy for interest rate liberalization would be to begin by freeing interest rates on
government securities. As the govemment securities market develops and deepens, its interest rate would
gradually gain acceptance as the benchmark rate for the banking system. The early elimination of the
minimum lending rate for banks would also be desirable. The ceiling on bank deposits should be
eliminated last in order to avoid distress lending by the banks during the transition period.

21. A final issue that needs to be addressed in the process of further financial sector reform is
that of priority sector credit. Recent adjustments in the minimum lending rate for commercial credit have
effectively reduced the overall interest rate subsidy to recipients of directed credit. Nonetheless, the
current interest rate regime precludes the possibility of profits on many priority sector loans and
contributes to the general decapitalization of financial intemiaries. The reform strategy would need
to combine measures to eliminate the subsidy with a better targeting of eligible borrowers. As the supply
of loanable funds available to the banks increases with the lowering of the SLR and CRR, alternative
mechnisms will have to be devised that respond to the requirements of creditworthy borrowers yet
minimize the adverse incentive problem inherent in the present directed-cum-subsidized allocation system.

22. Restruuring the public enterprise sector. India's public sector enterprises (PSEs) occupy
a central position in the economy and absorb a significant amount of budgetary resources. As such, a
major improvement in their performance is required to enhance the prospects for stuural reform and
growth, and to strengthen fiscal adjustment. The reform strategy adopted by the Government for the
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public sector enterprises involves a range of measures: (i) the number of industries reserved for the public
sector has been reduced from eihen to seven; (i) all loss-nmidng PSEs are to be referned to the Board
for Industrsia and Financial Reconstruction (BIFR) for restructuring or closure; (iii) selected PSEs,
particularly those in competitive-market areas, will be futly or partially divested; (iv) budgetary support
for non-infrastructure PSEs will be phased out by the end of 1994/95; and (v) a number of privileges
granted to PSEs, including purchase preferences, wiF be elinmnated in order to increase competitive
pressures.

23. Some progress has been made on this agenda since 1991/92. Overall budgetary support for
public enteiprise has been trimmed, with only the trasport and energy sectors protected from these cuts.
Non-Plan support for sick PSEs has been reduced and commercially viable PSEs are being encouraged
to seek funds in the capital markets. Over Rs 30 bilion of Governmnent equity in 31 PSEs was sold to
public financial institutions in 1991/92. During 1992/93, a further Rs 19 billion worth of shares in PSEs
was sold to mutual funds and the private sector, representing up to 25 percent of equity in some units.
The numiber of loss-making PSEs referred to the BIFR has now reached 150. The most wide-ranging
restructuring plan to date has been formulated for the National Textile Corporation (NTC). The NTC
plan calls for closure of uneconomic units; retrenchment of about 70,000 workers with appropriate
provisions for compensation; retraining and redeployment; divestiture of some units; and a modernization
program for the remaining units. In Febnuary 1992, the Government established a new social safety net
instrment, the National Renewal Fund (NRF), to provide compensation and transitional support to
displaced employees. It plans to create a pennanent unemployment insurance fund, financed by
contributions from employers and employees. The Government succeeded in attracting foreign assistance
totalling US$900 milion (including a US$500 million IDA Credit) in support of the NRF and other safety
net operations during 1992/93.

24. Despite the foregoing measures, overall progress in rationalizing India's public enterprise
sector has been modest, and the reform efforts in this area need to be intensified. The ongoing
adjustments in trade and industrial policies, as well as the reductions in budgetary assistance, are likely
to increase the financial difficulties already facing many PSEs. Without a comprehensive plan to allow
for an orderly adjustment, the financial distress of these entities will be exacerbated-placing further sress
on the rest of the economy, particularly the financial sector. Under such circumstances, social and
political resistance could grow rapidly, resulting in possible stagnation or reversal of the reform process.

25. Four areas require prompt attention. First, a more pro-active approach is needed to enlist
private sector funds and technology for the development of industries that have been reserved traditionally
for the public sector. This is particularly urgent in the oil and gas sector so as to stem the growing
dependence on imports of hydrocarbons, and should include private development of existing fields. Such
a restructuring of the hydrocarbon sector would need to be supported by a realignment of producer prices
(crude as well as refinery inputs and products) to reflect world market prices. Second, the weak investor
response to the more recent auction rounds for PSE equity signals the need for a bolder approach to
disinvestment. Specifically, interest in PSEs in potenially competitive industries, such as fertilizers and
general commerce, has been limited due to the Government's desire to retain majority ownership. A
more strategic approach to PSE disinvestment is called for, including outright sale of units that have no
significant social obligation. Thus far, direct participation by the private sector in disinvestment
proceedings has been limited, and needs to be encouraged through more flexible auction arrangements
and allowing foreign investor participation. Recognizing the need to take stock of the experience with
PSE disinvestment, the Government established a Committee on Disinvestment of Public Sector
Underuakig (the Rangai jan Committee). The Rangarajan Comittee has reently submitted its report
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for consideration by the Govemen as it charts out future strategy in this area. Third, it is important
that a progrm to deal expeditiously with the sick PSEs be adopted in the near term, in order to allow
for tmely disposal of assets and compensation of affected workers. Possible measures would include an
increase in the number of benches at the B1PR, and granting the BIFR powers of liquidation under an
amendment to the Compay Act as recommended by the Inter-Ministerial Working Group on Industrial
Restrutumring. Finally, th operational and financial autonomy of PSEs to be retained in govenmment
hands needs to be increased-icluding greater flexibility to set prices and wages, to adjust workforces
and to borrow from domestic capital markets.

26. Reogientn ublic expnditures. The Eighth Plan envisages a fimdamental reorientation of
the public sector in the Indian economy during the next few years. Speciftcally, the Plan calls for: the
witdxrawal of government from areas where no public putpose is served by its involvement; a shift to
a commercial footing for public enterprises; a greater focus of public inv-stment on essential
infastructure; and increased spending for social development. The Plan advocates promoting popular
participation and strengthening local bodies and non-governmental organizations. The main elemens of
fiscal strategy outlined in the Plan inchde: (i) containment of administrative expenditure; (ii) continued
reductions in the share of defense spending in GDP; (iii) cutbacks in fertilizer and to a lesser extent food
subsidies; (iv) phasing out of budgetay support to commercially-oriented public enterprises; (v) higher
user charges for public utlities; and (vi) additional revenue mobiliation efforts.

27. Relive to recent Plans, total outlays for the soci sectors are expected to mrease
significantly-largely through increased spendig for education. However, the Plan envisages only a
modest increase in the expenditure share of agricuture and rural development programs. Spending on
tansport (excluding railways) is expected to grow substantially in the Eighth Plan period, while spending
on energy and industry is projected to decline-allowing for an increased piivate sector role in these areas.
Many of these reallocations have been reflected to some extent in the 1992/93 and 1993/94 Union
budgets. However, concrete reassessment of the future role of both Central and State govermients in
a number of key areas is still at an early stage.

28. In view of the resource stringencies facing the public sector, strengthening the role of the
public sector in the social, agriculture and infastncture sectors will requre: (i) intra-sectoral expenditure
re-allocations to focus more on providing basic services (particularly to the most disadvantaged and
vulnerable groups in the society); (ii) a more programmaic approach to such expenditures, involving a
more effective mix of staff, facilities and materials; (iii) a reorientation of public expenditures from
subsidies to augmenting, improving and adequately maintaining the infrastructure for economic
development; (iv) imprg incentives for greatr cost recovery for publicly provided goods and
services-particularly from tose able to pay; and (v) tapping private capital aid initiative wherever
possible-especially in the provision of intrastructure and teriuy social services. Expenditure reforms
along these lines will create a solid foundation on which the Central and State governments can build,
once the ongoing fiscal adjustments have created the necessary flexibility for increased budgetary
expenditures in the priority areas noted above.

29. The key role of expeditures by the State governments in areas such as agriculture and the
social sectors indicates that particular attention will have to be given to strengthening their finances during
the transition. Reform priorities for the States include: (i) control over the wage bill, through an effective
hiring freeze, attrition-based reductions in employment, redeployment of surplus staff, curbs in wage
increases, and eliminaton or postponement of certain parts of the benefits package; (ii) increased cost
recovery rates-especially in electric power and irrigation, where cost recovery rates are presently very
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low and where the private benefits of subsidization are high and to a large extent accrue to non-poor
persons; (iii) greater emphasis on efficient operations and maintnce (O&M), particularly in irr -ition,
roads, and key social sectors; and (iv) a comprehensive review of the portfolio of unfinished State public
investment projects to weed out those of low priority, those whuse prospects for early conpletion are
poor, and those whose function and/or technology has become obsolete.

30. The Central govenmnent has a role to play in improving State finances as well. Specific
options for Central action include: (i) rationalizing the number of Centrally sponsored schemes, with a
view to focusing on a relatively small number e' substintial, sector-oriented programs with more
flexibility for States in the use of funds, within broaa ,r,arameters and performance-related conditions; (ii)
adjusdng the terms and State-wise allocations of funds for Centrally-Sponsored Schemes to favor more
strongly the poorer States and focus on anti-poverty objectives, while at the same time providing
incentives for resource mobilization at the State level; and (iii) setting a good example for the States in
expenditure management-for example by taking concrete actions to reduce the rate of growth of the
Central Government wage bill, or by strengthening expenditme . controls in Union Territories, which are
directly subordinate to the Central Government.

31. The above options are in the nature of short-term measures that can be taken even in the
absence of changes in the broader framework of Center-State relationships. Indeed, since l9rM/92, the
Center has adopted a number of measures to tighten the linge between fiscal management by State
govemments and their access to Cental assistance. In the medium- to lo.er-term, changes in the
parameters governing Center-State fiscal relations would need to be considered. The appropriate vehicle
for such changes is the recently constituted Tenth Finance Commission whose recommdations, covering
the period 1995/96-199912000, will be r-t.'Oable in November 1993. In addition to the re-examinadon
of the magnitudes and modalities of Center-State revenue sharing and transfers, the Commission's terms
of reference include ways to: strengthen resource mobilization by States and reduce their fiscal deficit;
improve main enance of capital assets; and ensure reasonable returns on investments in irrigation, power
and other State public undertakings. In the longer run, more general reforms in Center-State fiscal
relations, many of which would require legislative or Constitutional change, will probably have to be
considered.

32. Enhancing human resources development. The Govemment recognizes that social sector
adjustent is a high priority both to protect the poor and other disadvantaged groups during the
transition, and to lay the foundation for accelerated development of India's human resources over the
longer term. Its strategy includes: greater govermment attention to raising the level of human capital in
India, through the creation of an enabling environment for the private sector and through its own efforts;
increased resources for key social programs-especially those that benefit the poor; greater emphasis on
the quality of social program outcomes; and improvements in the efficiency of social programs. The
Government has indicated that it will re-xamine the financing patterns for programs to ensure that:
resources are available when needed; there is a sufficient level of expenditure on operations and
maintenance to make programs effective and efficient; public subsidies are targeted on those most in need
of them; and, that costs are recovered from those able to pay-particularly for teriary education and
higher level health care.

33. Some progress is being made with this agenda. In 1992/93, cuts that were made in budgetary
funding for important social programs in the early stages of the adjustment process were restored. In
conjunction with the development of a Program to Strengthen the Safety Net, the Government announced
a number of policy measures to deal with many of the points in the preceding paragraph. In terms of



the funding of operations and maintenance, for example, the Government is enhancing the funding for
the provision of drugs for primary health care and is revamping Operation Blackboard to assure greater
availability of teaching materials in primary schools. It is increasing the norms for food supplementation
under the Integrated Child Development Services (ICDS) program. To improve targeting, the
Government is focusing the expansion of ICDS on 180 districts in which infant and maternal mortality
are the highest. The Government is expanding its food subsidy program, t!to Public Distribution System
(PDS), into targeted priority areas, and States are taking measures to reduce the participation in the PDS
of better-off groups. Primary health care expansion is being focused on 90 districts in which maternal
mortality rates are highest. Many of the ideas outlined in the preceding paragraph are incorporated in
the revised National Policy on Education (1992) and in the associated Progranune of Action adopted in
August 1992. The Government is implementing a new national primary school development program
that gives priority to districts where female literacy rates are below the national average or where "total
literacy" campaigns have generated an unmet demand for education. The Center's plan allocations for
higher education are to be held constant in nominal terms.

34. To increase cost recovery, the Government has increased the fees at some of India's elite
institutions of higher learning. For example, fees at Indian Institutes of Technologies have been increased
from Rs. 385 to Rs. 1,000 per year, and at the Management Institutes they have risen to about Rs 6,000
per year. In addition, a major study of financing is being carried out by the Universities Grants
Commission; new endowments have been set up at State educational institutions; tax concessions offered
to those who donate to institutions of higher learning; and fees raised for foreign students. Steps to raise
cost recovery at some Govermnent operated tertiary hospitals have been taken as well. Greater attention
is being given to improving the quality, efficiency and effectiveness of key programs. The Government
has begun to implement an Action Plan for Revamping the Family Welfare Program. It has already
carried out major reviews of endemic disease control programs and cataract blindness and has begun to
implement enhanced programs for leprosy and blindness. Plans are being drawn up for similar
investments to combat malaria and tuberculosis. Finally, the 1993/94 Union budget includes a substantial
increase in Central funding for primary education, endemic disease control programs and the ICDS.

35. The measures being taken by the Government are timely, important, and represent a departure
from previous approaches that have made limited progress in developing India's human resources.
However, the funds available to accomplish the Government's goals for human resource development are
likely to remain limited during the next few years. Consequently, measures to improve the overall
effectiveness and efficiency of public expenditures need to be at the heart of the reform effort in the social
sectors during the transition. Determined action i the following areas will be crucial: expenditure
re-allocations to focus on high priority programs and needs-notably, primary education (especially for
young girls), raising the nutritional status of children under the age of three and of pregnant and lactating
women, and improving basic health (immuno-preventable disease, diarrheal disease and respiratory
infections for children, and malaria, matenal health-including family planning-respiratory infections,
tuberculosis and AIDS for adults); enhancing cost-recovery; and increasing the role of the private sector
in the provision of social services. Given the large volume of unmet social needs, and the low coverage
rates of programs to address them, it is undikely that India can meet its priority human resource
development needs over the medium term by continuing to provide only 3 percent of GDP from public
funds for the social services. Accomplishing the reforms noted above would create a more favorable
environment for productive use of public funds in the future when govermment spending wil have to be
increased to ensure satisfactory coverage for those unaHle to pay for them in the private sector and to
meet gaps that the private sector (including voluntary groups) will be unable or unwilling to fill.
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36. bitiatin refoarm in agWriculture. India's agricultural sector (broadly defined to include
forestry, fisheries and irrigation) accounts for about one-third of domestic production, employs the bulk
of the labor force and harbors about 80 percent of the country's poor. Thus, bringing about an
acceleration of agricultural growth is one of the principal challenges facing the Indian authorities in their
efforts to expad output and employment, and to alleviate poverty. Large public investments in irrigation
infrastructure and research, coupled with land reform to give ownership of land to the landless and the
introduction of high-yielding seed varieties and expanded use of fertilizer, have resulted in some notable
achievements over the past thirty years-including virtual self-sufficiency in rice, wheat, coarse grains,
sugar and edible oils, and the eradication of famine.

37. These successes have created new challenges for the agricultural sector. Escalating
expenditures on a broad array of subsidies, and low rates of cost recovery have crowded out public
Upentes on efficient operations and maintenance, and new investments. Population growth has
increased pressures on natural resources-land, water, soil and forests. Private investment in the sector
has declined since the early 1980s and recent evidence suggests that yields of some traditional crops are
declining as well. Foodgrain production in 1991/92 registered a 1.5 percent decline despite the relatively
good monsoon. These recent developments, and the limited availability of new uncultivated lands, pose
serious challenges to the country's ability to sustain its hard-won self-sufficiency in basic foods, while
improving the economic performance of the sector through diversification and commercialization of
farming enterprises and exports. Moreover, despite increasing public expenditures on rural employment
programs and on input subsidies for smaller farmers, India's rural poor have not benefitted from growth
to the extent that had been hoped. Rural people still earn only half of the country's average per c.apita
income.

38. Bold refonrs are essential as India's *,,:iculture approaches the next century.
Constitutionally, agriculture fals under the purview of the State governments. Yet, the Center sets the
broad directions of policy and must take the lead in reform. The Ministry of Agrnculture has completed
a draft Agricultural Policy Resolution that is under consideration by the Government. Reform measures
in the following areas need to be accorded priority in the near term: (i) reallocating public expenditures
in the sector from subsidies to investment; (ii) improving the struture of production incentives through
a removal of domestic market impediments and a greater integration with world markets; (iii)
rationalizing price support and stocking policies, along with a reorganization of the food subsidy system
to target better the poor; (iv) generating and diseminast new technologies, especially for non-traditional
crops, diversified farmng systems and post-harvest activities; (v) st the management and
performance of the irrigationsubsector; (vi) rehabilitating forests and protecting non-renewable resources;
and (vii) comprehensive reform of the rural credit system in line with the broader ongoing reforms of the
overall financial sector.

39. Viewed as a whole, the Government's agricultural policy would need to aim at a thorough
transformation of the sector based on the most advanced technologies, freely operating markets and an
increased reliance on the private sector at all levels of production, processing and marketing. A program
of bold reforms organized around these objectives could be expected to yield important benefits in both
the short and long term. The reforms would contribute considerably to the alleviation of rural poverty
by creatin additional employment, both on the land and in nearby agro-processing, marketing and
tertiary activities. Increased rural employment would, in turn, discourage rural-urban migration and
encroahment on marginal lands.
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Promoting Supportive Infrastructure

40. The Government recognizes that severe infrastructure bottlenecks could inubit the ongoing
economic reforms. Consequenty, its new development strategy attaches a heightened importance to the
development of efficient infrastructure services. Financial pressures, inadequate and poor quality service,
technological change and the need to integrate the Indian economy into the world trade system indicate
that the areas most urgently in nec¶ of new reform initiatives are telecommunications, electric power, and
transport. Since much of the analytical groundwork has been completed in these subsectors, it shuld
be possible to make rapid progress with reform in the near future.

41. Telecommunications differs from the other subsectors in that its finances are reasonably
sound. The reform movement is being driven by inadequate, low-quality service at prices unrelated to
demand or costs. Since the potential market is very large, scale economies could be achieved by several
providers and the introduction of competition (public and private sector) is both feasible and desirable.
This would solve the problem of low quality and coverage as well as the problems of technology transfer
and investment funds. Opening the telecommmication market to private and foreign investment and
operation under government utility regulation would be the route to rapidly expanding coverage and
enhanced quality. This is by far the "easiest" of the instrucu subsectors to reform, and would have
a high pay-off in terms of increasing exports, foreign investment and domestic commerce.

42. Electric Power is faced with a massive financial crisis that has combined with inadequate
output to threaten the growth of the economy. Unlike the telecommunication monopoly which is unified
and centralized, the electric power system is separated between Central and State government entities that
are pursuing different objectives and have differng degrees of responsibility and authority. The desire
to subsidize pump-irrugated agriculture at the State level has led to unmetred and nearly free electric
power to farmers who have no incentive to use it efficiently and whose failure to pay cost-based charges
leads to unsuccessful attempts at cross subsidizing. The financial difficulties of the State Electricity
Boards (SEBs), most of which can no longer pay for power delivered, has shifted part of the financial
crisis to the generators of electricity. As long as this situation obtains private capital for generation and
subsequent sale to the SEBs will not be forthcoming. There is a strong case for universal meteing and
cost-based, volume-based user charges for all users under an independent public utilities regulatory
authority.

43. Iransp reform revolves around the severely congested high density corridors (HDC) of
the road and rail systems. Each of these systems comprises roughly 20,000 km of parallel road and rail
links between the major urban areas and failure to expand capacity and improve services in these two core
networks will, as in the case of electric power, have serious consequences for the expansion of private
and public sector industrial activity. The railroad problem emanates from declining service quality for
freight traffic and subsidizing passenger and meter gauge operations. The road problem emanates from
a completely inadequate budget allocation combined with State Public Works Departments (PWDs) that
have limited incentives to constuct durable roads. Commercial behavior and incentives in the railroad
should be promoted through a phased reduction in budgetary assistance. For roads, the hoped-for
Build-Operate-Transfer initiatives are unlikely to be sufficient to make a difference. Fuel taxes
temporarily ear-marked for HDC constuction and a toll expressway initiative under a National Highway
Authority-relying on modern procurement and contract management processes that by-pass the constraints
under which the PWDs are operating-could make an urgendy needed contnbution towards improving
the current situation.
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44. In sum, the themes for prmoting faster development of India's ifrastructure sector are
compettion, co l and inedent goverment regulation, coupled with pricing and cost
recovery reforms to enhance finania viability and to promote emwtient operations and mantenan. In
each subsector, a serious effort is required to etphasize the flow of adequately priced services to all
potentWial users, public and private, rather than goverment-directed subsidies and physical expansion of
infrstructure system capacity. Concerte effort is now being made to bring necessary reforms to the
power and telecommunications subsectors, and some initiatives have been adopted in the area of transport.
This is an emphasis and phasing broadly consistent with intenational experience.

External A&XsMeM t and Financing Requis

45. During the period 1990-92, a number of external factors-notably, the Gulf crisis and collapse
of the former Soviet Union-imparted large shocks to India's external sector. Although the prospect now
exists for a steady improvement in the extnal environment, the outlook for India's extn adjustment
remaims subject to considerable unertainty. Despite the improvement in the policy framework, export
performance is still well short of what is needed to strengthen fdm lly India's extemal
creditworthiness, and only limited progress has been made in strengthning the capital account of the
balance of payments. In view of the large bulge in debt reayments beginning in 1994/95, and the likely
import needs of the restructuring effort, export growth of about 15 percent in dollar terms will
be required over the next few years. The achievement of this level of export performance is critical to
the medium term prospects of the Indian economy and must be accorded the highest priority in national
economic management.

46. Fuure export growth will depend on progress in broadening the export base. In 1992/93,
over 40 percent of mercdse exports was accounted for by textiles, gamments, gems and jewelry.
Exports of these items depend heavily on external factors-uch as the recovery of growth in key
industrial markets and successfil conclusion of the Unrgay Round of the GATT-about which there is
considerable uncertainty. This uncertainty underscores the imprtance of the recent steps taken to reverse
the long-standing bias against agricutural and other non-traditional exports imparted by high trade and
industrial protection, and the concation of export incentives on existng mndacud exports. These
steps need to be complemented by fiurther liberalization of export controls and import tariffs, as well as
by measures to iinprove the design and functioning of export promotion schemes, such as the duty-free
import schemes for exporters. Steps to decontrol exports of agricultural items should be accompaned
by domestic pricing and procument reoms in order to facilitate a rapid and efficient supply response.
Export promotion requires also greater attention to supportive Inuure services, especially in the
Export Processing Zones (MEs). In the context of the latter, consideration should be given to private
sector participation in the management of the EPZs. Such public-private collaborations have been
extremely successfil in countries such as China. Finally, continued flexibility in exchange rate policy
will be iVporant.

47. Import demand is likely to be heavily condidoned by the exact path and pace of further trade
liberaization, as well as by developments in India's energy sector and in internutional oil markets.
Domestic oil production has been declining in recent years, and development of alternative energy sources
such as natural gas and coal lag behind their potential. This sitation has arisen in the face of rapid
growth in energy consmption as a result of widespread subsidizaton of energy products-notably electric
power. Addressing this fdamentl weakness in India's balance of payments requires measures to attract
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private investment in the sector and to contn demand growth through appropriate adjustments in the
pricing of energy products. Given the uncainties co nc g future export performance, the downside
risks for India's extenal adjustment are considerable and condtnd prudence in demand management
policies will be required.

48. The task of balance of payments management is complicated further by various weaknesses
in India's external financial structure-including. low rates of aid utilizaion, a large share of relatively
short-term and potentially volatile debt, and a relatively small reliance on non-debt financing. Traditional
forms of finance, both official and private, are likely to remain constrained over the next few years.
Thus, the primary objectives of external debt management policies must continue to be those stressed in
the last Economic Memorandum, namely: (i) a substandal increase in the utilization of committed official
assistance; and (ii) strengthening India's exteral financial strucre through a greater reliance on non-debt
capital and limited, judicious recourse to commercial borrowings.

49. Some steps have been taken recently in both areas. The Government has adopted a number
of measures to speed up the utilization of remaining undisbursed balances, including: the introduction of
Central advances to the States for exrally-assisted projects; 100 percent pass-through to the States of
all disbursements under such projects; and, very receatly, allowing Central public enterprises to borrow
directly from multilateral and bilateral agencies. These efforts have had some success and should be
intensified. In particular, lengthy procurement processes and problems with civil works contactors
continue to contribute to slow project start-up and implementation. Greater attention needs to be paid
to project design as well. As noted in last year's Memorandum, donors can help further by increasing
the concessional component of the assistancc that they provide, untying aid to the maximm possible
extent, facilitating cofinancing arrangements, re-evaluating designs of pipeline projects to facilitate
implementation and disbuements, insuring that project savings resulting from depreciation of the rupee
are channeled back into the Indian economy, and emphasizing disbursement performance in designing new
project starts.

50. Progress has been made also in designing a new strategy for external financing from
commercial sources. An overall ceiling has been set on external commercial borrowing, and much
greater emphasis is to be placed on the use of suppliers credits supported by official export credit
agencies. Short-term debt will no longer be used to protect foreign exchange reserves, and a minimum
matunrity of five years has been established for all new commercial borrowings. More genera1ly, future
external resource mobilization from private sources is expected to rely much more on longer-term
instrumens placed through world capital markets and on direct and portfolio investment flows. Careful
coordination of interest rate and exchange rate policies will be important.

51. Notwithstanding these efforts, the financing of India's external current account deficits and
reserve build-up over the next few years will continue to depend heavily on exceptional official assistance.
Project disbursements can rise only gradually (in part due to continuing exchange rate-related cost
savings), while repayments of official creditor debt will increase rapidly. Consequently, a significant
proportion of official assistance over the next three to four years will need to be provided through fast-
disbursing operations. Thereafter, it is anticipated that the current account adjustments, increasing
volume of private foreign investment, stregthening of the project disbursement pipeline and
normalization of India's access to private credit would eliminate the need for such exceptional financing.
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52. In view of the larger-than-anticipated accmulation of foreign exchange reserves in 1992/93
(which, in part, reflects the one-dme transfer of funds by foreign commercial banks), the amount of
exceptional official assistance required in 1993/94 is estimated at about US$1.8 billion, roughly US$700
million less than projected last year. Assuming the timely adoption by the authorities of programs in the
key reform areas noted above, exceptional financing for 1993/94 from the World Bank and the ADB, plus
the last tranche of the IMF Stand-By Afrangemn, is estimated at US$1.3 billion. This implies a need
for additional fast-disbursing assistance from bilateral sources of US$500 million. It is recommended that
donors maintain their overall pledge amounts at last year's level (i.e., US$7.2 billion), and that the fast-
disbursing component from bilateral donors (including the EC) be US$500 million. This level of overall
assistance is warranted in view of India's conDtined need for official development assistance, and is
necessary to strengthen the project lending pipeline over the medium term. Despite the reduced
exceptional financing need in 1993/94 (which is predicated on the assumption of a substantial
improvement in export performance), India's balance of payments over the next few years will remain
fragile due to the temporary bulge in scheduled repayments (including large IMP repurchases in 1994-96).
Strong export growth, prudent demand management policies and a viable financing package-including
fiuther recourse to IM credit-will be required throughout the transition period.



CHAPTER 1: RECENT PROGRESS IN ANJUSTMENT

A. Inroduction

1.1 Faced with a general finacial crisis in mid-1991, the Govermment of India began a series of
far-reaching economic reforms that has atracted substantial support fromn both multilateal and bilateral
donorsY The fiscal year 1992/93 marked the first fill year of adjustment, and significant further
progress was made in stabilizing and reforming the economy. Key developments in 1992/93 included:

0 A recovery of GDP growth from 1.2 percent in 1991/92 to about 3.5-4 percent-paced by a
significant rebound in agriculture due to favorable monsoon rains.

o A substantial decline in inflation from an anmual rate of 14 percent at the end of March 1992
to about 7 percent in March 1993-despite large increases in various administered prices.

a A further increase in foreign exchange reserves from US$5.7 billion at the end of Marci
1992 to over US$6.7 billion at end-March 1993.

* A Union budget for 1993/94 that provides for increased spending for social and rural
development, as well as a carefully targeted package of fiscal incentives to smulate
investment and exports-all witiin the context of a furither reduction in the fiscal deficit.

a A re-unification of the exchange rate at the free market rate at the beginning of March 1993.

* Further improvements in the import-export policy framework through lower import tariffs,
stramlining of export administration and the creation of a window for imports of selected
consumer goods for exporters.

* An expansion of the number of areas eligible for automatic approval of foreign investment
proposals and/or foreign majority ownership.

* Announcement of new guidelines for the entry of private banks and plans for the
recapitalization of the nationalized commercial banks involving a mix of new government
bonds and private equity.

1.2 Despite these improvements in economic performance and policies, other developments in
1992/93-notably, a gradual recovery in exports and private investment demand, continued difficulties
in aid utilization and an outbreak of civil disbaces-underscore the serious challenges facing the Indian
authorities in the management of the transition to a more open, dynamic economy. The following
Sections of this Chapter review in greater detail the progress made in macroeconomic performance and
stucual adjustment during the past year; focusing on the extent to which recent developments advance
the ataimnen of the Govemment's medium term objectives. The rest of the Memorandum deals with
selected areas where furhier action is needed in the near term. Chapter 2 examines options for enhancing
India's prospects for rapid growth with financial stability during the transition period through selected
reforms of policies and institutions goveniing taxation, trade, finance and agriculture. Chapter 3 outlines

11 The progress made during the first nine months and the remaining policy agenda in several key
areas of the economy were the main topics of the Bank's 1992 Economic Memorandum for India. See
India: &OWNg and Ee jming the Emy. May 18, 1992. IBRD Report No. 10489-IN.



ways in which the sustainability and benefits of the ongoing fiscal adjustment can be improved through
selected public expenditure reforms, while Chapter 4 assesses the scope for promoting faster development
of India's core infrastcure sectors to support the economic reform process.

B. Macroeconomic Perfornunce

Growth and Investment

1.3 QOuLt gowh. There was evidence of incipient recovery in several major sectors of the
economy in 1992/93, and the overall GDP gmwth rate could turn out as high as 4 percent. This would
be a considerable improvement over the 1.2 percent recorded in 1991/92 (see Table 1.1).1

1.4 Preliminary data for 1992/93 indicate real growth in the industrial sector of about 3.8 percent.
However, the output of many manufacturing industries remains depressedY Some slowing of
manufacturing growth was probably inevitable in view of the stabilization measures, but business groups
cite also lingering uncertainties about the timing and extent of future reforms, particularly in the areas
of trade, finance and labor policies, as reasons for the slow recovery. The widespread disturbances
following the destruction of a mosque at the disputed Ayodhya site in early December 1992 disrupted
production and marketing in many areas of the economy as well. Transport of raw materials and export
shipments was delayed throughout India, which was particularly damaging for winter export items such
as foodstuffs, garments and leather.

Table 1.1 Recent Growth Performance
(Data are in percentage points)

1980-90 1990/91 1991/92 1992/93

Real GDP Growth Rates: /,

Agriculture 2.9 4.8 -1.4 4.2
Industry 6.8 6.9 -0.1 3.8

Manufacturing 7.2 7.5 -2.3 3.5
Services, Etc. 6.6 4.2 4.3 4.2

Public Administraion & Defence 8.0 0.4 0.3 n.a.
GDP at Factor Cost 5.4 5.2 1.2 4.0

is Data are in Indian fiscal years. Thus, 1980-90 refers to the period 1980/81 to 1989/90.

Source: Staff esdmates based on data from the Cental Statstical Organization.

' Estdmates of real GDP growth in 1991/92 have been revised downwards recently from 2.5 percent
to 1.2 percent, largely as a result of weaker than expected performances by the m fu and
agricultural sectors.

21 At the end of October 1992, the manu production index stood barely 1 percent higher than
in October 1990.
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1.5 The modest recovery in industrial activity is likely to be strongly reinforced by a significant
rebound m agricultural output due to highly favorable monsoon rains. Although overall rainfall in 1991
was normal, its temporal and spatial spread was erratic. As a result, production of most crops,
particularly foodgrains, declined. Agricultural GDP growth in 1992/93 is estimated at 4.2 percent,
compared to a decline of 1.4 percent in 1991/92. Much of the growth in 1992/93 is due to unusually
high oilseeds production. Food-grain output is expected to reach 180.3 million tonnes-an inprovement
of over 13 million tonnes over the previous year's performan. Despite this handsome recovery in
1992/93, foodgrain production in India is constrained by the continued excessive dependence upon
weather conditions-which calls for a fresh look at the irrigation system and increased attention to dryland
farming-and by distribution controls and deficient production incentives (see para. 2.55). Nonetheless,
the relatively strong overall performance of agriculture in 1992/93 should help to bolster aggregate
demand and industrial activity in 1993/94.

1.6 Investmntn. A large number of important steps taken in 1991/92 to improve the climate for
private investment-including the abolition of restrictive industrial licensing for most sectors and the
liberalization of the foreign investment code. These measures were successful in mitigating the
contractionary effects of the stabilization measures on prvate investment demand, and prvate fixed
investment expenditures declined by only 2.6 percent in real terms during 1991/92. Public sector fixed
investment feU by 4.1 percent. However, there was a major depletion of inventories due to the import
compression measures, and gross domestic investment as a whole declined by 15 percent in real terms
during 1991/92. The available evidence suggests that private investment demand remained subdued in
1992/93. Over the months of August-November 1992 the Government received 1,415 Industrial
Entrepreneurs' Memoranda (requwred for new capital investment projects in sectors stil subject to
licensing), compared with 2,564 over the same months of 1991 (when the system was introduced).
Imports of capital goods, which fell by over 27 percent in dollar terms during 1991/92, were only 8
percent higher in 1992/93, despite the virtual elmination of quantitative constrains and substandal
reductions in import duties. Moreover, it appears that the massive recourse to the capital market
witnessed during 1992 was motivated largely by the desire to rearrange corporate balance sheets and
convert debt to equity rather than to expand productive assets.

1.7 There are a number of special factors, such as the major financial scandal revealed in
April 1992 and the disturbances following the Ayodhya incident, that worked to dampen economic
activity and investor confidence during 1992/93. Moreover, there was a sharp increase in real lending
rates-from roughly 5 percent in March 1992 to about 9-10 percent since December 1992. In view of
the large accumlation of corporate debt during the 1980s-over 70% of the funds raised by the corporate
sector during the 1980s was in the form of debt-much of the new credit extended to the commercial
sector in 1992/93 probably went into debt servicingY

1.8 In many respects, however, the gradual recovery in private investment in India is very much
in line with the recent experience of other economies under adjustment. Typically, where the adjustment
effort has been preceded by a period of rapid aggregate demand growth-as in the case of India-private
investment has taken several years to recover (see Box 1.1). The delay in private investor response is
frequenly related to the uncertainy surrounding the evolution of key incentive variables during the early

1' Evidence of such "distress" borrowing is provided by the steady decline in the ratio of investment
to new commercial borrowing-from 46 percent in 1988/89 to less than 28 percent in 1991/92.
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phases of the reform process and inconsistencies in financial policies that lead to high real interest
rates.11

Many countries wh ich undrt isivewk asre t stabilize and restructure their
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1.9 Clearly, the evoluton of private investment i any given country will depend on the specific
ComPlex of macroeconomic an Structural problems that needs to be addressed, the pace and sequencigm
of different policy measures and the availablity of exteral finane. Many countries in the 1980s adopted
their adjustment programs in the midst of exstemly severe financial crises that took several yeas to
resolve. After two years of adjustment, India is much better placed in this respect, and it is expected that
the mas)ures being taken by the Governmen to stmate inmestment demand, and to indcate the future
direC on of relative prices, wfll result in a progressive strengthening of private investient over the next
few years.

1.10 Given the low tolerance of the Indian polity for inflation, bring ing about a rapid and durable
reduction in the rate of price inflation is one of the principal objectives of the Government's stabilization
programfi Prompt action to tighten credit conditions helped to slow the pace of price inflaton from

Y See also Chhibber, Dailami and Shafik (eds.). 1992. Revivn Priv_ate Investment in_DeveLovin

F' This pronounced aversion to inflton stems from the relative paucity of inflation-adjustment
mechanims in the Indian economy, which imphies that even moderate inflation (by developing country
standards) results in significant erosion of the real incomes of large segments of the population.
Conversely, the experience of several countries mn Europe and Latin America indicates that the
development of such mechanims ultimately makes inflation harder to control.



an amnal rate of 17 percent (as measured by the wholesale price index) in August 1991 to 13.6 percent
by end-March 1992. The inflation rate continued its gradual decline throughout 1992/93, despite large
increases in a nmber of administered prices in the second half of the year, notably a 44 percent increase
in fertilizer prices and increases in petroleum product prices averaging 18 percent. Since early lanuary
1993, the WPI inflation rate has hovered around 7 percent and, for the year as a whole, is estimated at
about 10 percent.

1.11 A number of supply-side factors were particularly important in the successful effort to contain
inflation in 1992/93. The strong recovery of the agricultural sector, combined with foodgrain imports
and measures to strengthen the Public Distribution System (PDS) and to extend its geographic coverage,
contributed to a sharp decline in the inflation rate of the primary product price index-from an annual rate
of 15 percent in March 1992 to barely 1 percent in January 1993. The existence of considerable
unutilized industrial capacity also dampened price pressures. As a result, consumer price inflation, which
was runmning at 14 percent at the start of the year, is projected to decline by even more than that of
wholesale prices-which should bolster popular support for the adjustment program.

1.12 The contribution of monetary policy to controlling inflation in 1992/93 was greater than in
recent years. During the early part of the year, there was a large accumulation of foreign exchange
reserves that the Reserve Bank of lndia (RBI) was unable to sterilize adequately. This contributed to a
substtially faster pace of money growth than that targeted by the authorities-19 percent through
September 1992. However, in the second half of the year, steps were taken to slow the rate of monetary
expansion and, for the 1992/93 fiscal year as a whole, broad money increased by about 14.6 percent.

1.13 One worrisome aspect of the inflation story in 1992/93 was the persistence of double-digit
growth of industrial prices through much of the year. To some extent, this reflects discrete adjustments
in administered prices, such as petroleum product prices and electricity tariffs. Nevertheless, in view of
the rapid expansion of liquidity in the recent past and the need for further price and subsidy adjustments,
continued prudence in monetary policy will be essential to maintaining a low rate of inflation. Recent
actions by the Government to lower excise taxes on a large number of items should also help to relieve
price pressures in 1993/94 (see para. 1.19). This will, of course, only happen if the bulk of the excise
tax cuts is passed on to consumers. A large pass-through of this tax relief would be helpful to stimulating
aggregate demand as well.

Pical A_djustment

1.14 Recent adjustments in Cental government finances. The Government recognizes that India's
public sector imbalances had reached unsustainable levels over the course of the 1980s, and a central goal
of the adjustment program is to lower the weight of the public sector's financing burden on the rest of
the economy, and to create greater flexibility in public expenditure decisions by reducing the share of
interest payments. The gross deficit of the Central Government was cut from 8.4 percent of GDP in
1990/91 to 6 percent in 1991/92, resulting in a sharp fall in the primary (non-interest) fiscal deficit from
4.4 percent of GDP in 1990/91 to 1.6 percent (see Table 1.2). However, roughly half of this deficit
reduction was achieved through cutbacks in capital spending that could erode longer-term growth
prospects, while much of the renminder consisted of special revenue measures (such as disinvestment of
government equity in public enterprises) that do not contribute much to longer-term fiscal consolidation.
The Government recogmzes that greater atention needs to be paid to the quality of its fiscal
adjustment-in terms of its sustainability and its implications for longer run development. To this end,
the 1992/93 budget targeted a further reduction in the central budget deficit to 5 percent of GDP, to be



achieved through roughly equal reductions in recurrent expenditures-particularly subsidies-and capital
spenig.

1.15 Recent estimates of the fiscal outcome for 1992193 indicate that the Goverment may have
overshot the budget's fiscal deflcit target by as much as 0.7 percent of Cr)P. To a large extent, this
reflects a major shortfall in tax revenue due to the effects of the distces in the latter part of the fiscal
year. During the period April-November 1992, revenues from the four major taxes (corporate, personal
income, excises and customs) outstripped budget estimates by a wide margi thanks to the improved
buoyancy of direct taxes stemming from measures adopted in March 1992 to broaden the base and
improve tax administraton-tax collections were over 26 percent higher than during the corresponding
period of 1991. Collection rates fell precipitously during the final four months of the fiscal year, and
collections for 1992/93 as a whole were only 10 percent higher than in 1991/92. There was a significant
shortfall in revenues from asset sales also (see para. 1.41). These developments underscore the need to
broaden the tax base in India, as well as the dangers of relying on public enterprise disinvestment
proceeds for Government revenue.

1.16 On the exendium side, the Government exceeded several of its revenue expenditure targets
(particularly those for subsidies and for transfers to State gov s).7' Defense and capital spending,
on the other hand, fell more or less as budgeted-although infasuu investment suffered
disproportionately. Despite the larger-than-anticipated deficit, net RBI financing to the Government
increased by only 4.6 percent, which should help with control of inlation in the coming year.

1.17 The pattern of fiscal adjustment in India over the past two years bears some important
similarities and differences to that witnessed in other countries that have undertaken comprehensive
programs of financial and strucural adjustment (see Box 1.2). Like other countries facing serious
macoeconomic imbalances in recent years, India has been able to reduce its central government fiscal
deficit substantially. However, unlike countries that undertook intensive adjustment programs, the bulk
of fiscal adjustment in India so far has occurred on the expenditure side. This is understandable given
the already relatively high tax/GDP ratio and the inflexibility of the narrowly-based tax structure in India.
As in other countries, capital expenditure has suffered disproportionately in India.

1.18 Another important difference between fiscal adjustment in India and that in other intensively
adjusting countries is the relatively small contribution made thus far by cuts in subsidies and other
transfers-17 percent of the reduction in non-interest expenditure achieved in India between 1990/91 and
1992/93, compared to 42 percent for the intensive adjusters. The contrbution of reduced expenditures
on subsidies in India is eaxpected to increase santay in coming years with the phasing out of the
Cash Compstry Scheme (for exporters) and rural loan waiver, and the rationalization of the fertlizer
subsidy (see para. 3.22). Finally, it is worth noting that interest expenditures incased significantly for
the intensive adjustersraising questions as to the adequacy of the pace of fiscal adjustment in these
countries. The Government of India's interest expenditures have already risen by 1 percent of GDP since
1989190 due to the effects of the exchange rate adjustments and the shift towards market-based domestic
finance. Purther increases are likely to be triggered by the planned recapitalization of the nationalized
banks and exchange rate unification (see paras. 1.48 and 1.69, respectively). Nevertheless, the real stock
of Government debt shoud decline steadily over the next few years as fiscal adjustment progresses. This
would evenualaly translate into a lower interest burden, and increase gready the scope for restructuring
the Goverment's expenditures.

/ There were significant, unprogrammed expendiures for law and order as well.
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Table 1.2: Recent Adjustmes in Central Goermen Finances
(Percent of GDP)

1989/90 1990/91 1991/92 1992/93 1992/93 1993/94
(Budget) (Estimae) (Budget)

Eiscalu 1 8.4 8.4 6.0 5.0 5.7 4.7

Total rip 12.1 11.5 12.3 12.3 11.8 12.1

Tax revenue (net) is 8.4 8.1 8.2 8.2 7.7 8.0
Non-tax receip ts 3.7 3.4 3.7 3.7 3.8 3.7
PSE disinvestment 0.0 0.0 0.4 0.5 0.3 0.4

Total expenditure 20.5 19.8 18.3 17.3 17.5 16.8

Capital expenditure 6.3 6.0 4.8 4.3 4.2 3.9
Plan 3.6 3.1 2.6 2.3 2.3 2.2
Non-plan 2.7 2.9 2.2 1.9 1.9 1.6

Revenue expenditure 14.1 13.8 13.5 13.0 13.3 13.0
Plan 2.7 2.4 2.5 2.7 2.7 3.1
Non-plan 11.5 11.5 11.0 10.3 10.6 9.9

Memo Item
Primary deficit 4.5 4.4 1.6 0.4 1.0 -0.2
Interest payments 3.9 4.1 4.4 4.6 4.7 4.9
Non-interest expendiure 16.6 15.8 14.1 12.6 12.8 12.0

Defense 3.2 2.9 2.7 2.5 2.5 2.5
Subsidies 2.3 2.3 2.0 1.5 1.8 1.1
Flows to States & UTs 4.1 4.4 4.1 3.7 4.0 3.5
Direct capital expenditure 4.6 4.1 3.3 3.0 3.0 3.4
Other 2.4 2.1 1.9 1.9 2.0 2.0

Notes: Lk Net of revemnes transferred to State govements.
WI Includes grants and loan recoveries.

Sources: Ministry of Finance and staff estimates.
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thereby stabilizing the weighr of the Government's debt In the economy. The main elements of fiscal
policy contained in the 1993/94 budget are:

o Broad reductions in customs tariff rates-maximum tariff rates were reduced from 110% to
85% (and lower in some cases), and the projects and general machinery rate was reduced
from 55 percent to 35 percent, with larger cuts for exporters and the power sector. The
estimated cost to the budget is Rs. 33 billion (or 0.4 percent of GDP).

o Reductions in and partial rationalization of central excise duties, especially for consumer
goods industries such as automobiles, electronics and other consumer durable goods, which
are estimated to cost a further Rs. 14 billion in foregone revenues (0.2 pereent of GDP).

* A five year tax holiday for investments in the power sector, in backward states, and in
electronic hardware and software parks.

Io A number of important changes in the composition of Government expenditures-with higher
spending planned for rural programs, education, health and a number of infrastructure
sectors-in the context of slower overall expenditure growth.

a A further squeeze on transfers to State governments.

1.20 The mix of fiscal adjustment measures planned for 1993/94 is better than in previous years
in a number of important respects. Total expenditure is budgeted to decline by about 0.7 percent of
GDP, despite major increases in spending on social and rural development and higher debt service
payments stemming from the reunification of the exchange rate. Nearly half of the reduction in total non-
interest expenditure is to be accounted for by cuts in subsidies (mainly the fertilizer subsidy). Defense
spending, which has been reduced from 3.2 percent of GDP in 1989/90 to 2.5 percent in 1992/93, is to
decline marginally in real terms. Finally, the changes proposed in the customs and excise regimes
constitute an important step towards rationalizing the indirect tax system.

1.21 There are, however, a few aspects of the 1993/94 budget that raise questions about its
contribution to sustainable fiscal adjustment. The tariff and excise duty rate cuts being introduced for
1993/94 are expected to result in a reduction in the tax/GDP ratio.Y The lower tax/GDP ratio is not
sustainable, and will have to be reversed. About a thrd of the expenditure reduction budgeted for
1993/94 is to come from lower investment spending, which has already been constrained excessively.
Measures to improve fundamentally Government saving performance must be accorded high priority in
the near term. This will require determined actions to broaden the tax base and to contain recurrent
expenditures.

1.22 The Government recognizes the need for more comprehensive tax reform. The final report
of the Chelliah Committee on Tax Reform was submitted in January 1993. However, most of its
principal recommendations were not incorporated in the 1993/94 budget due to concerns over potential
revenue losses and an unwillingness to broaden the tax base at this point in time. As a first step, the
Government has requested the National Institute for Public Finance and Policy to examine possible
designs for a national VAT system. Other measures to broaden the tax base-such as greater use of
presumptive taxation and the inclusion of more services under the VAT regime-are being considered as

V Allowing for the effects of the disturbances in 1992/93, the tax/GDP ratio is expected to decline
by at least 0.2 percent of GDP in 1993/94 relative to 1992/93.
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well (see para 2.7). In view of the inevitable lags in implemenation, the Government needs to introduce
the necessary policy and institutional reforms a: the earliest possible opportunity.

1.23 A number of expenditure measures are required also to strengthen government saving.
Desirable steps would include: price increases and improved targeting to reduce subsidies; elimination
of budgetary support to loss-making public sector enterprises (PSEs); phasing out of investments in non-
infrastructure PSEs; more vigorous action to contain the government wage bill; and continued restraint
in defense spending. Other reforms are needed to improve the composition, effectiveness and efficiency
of government spending. For instance, much of the benefit from the large spending increases envisaged
for rural development programs in 1993/94 could be lost without complementary reforms in program
design and administration.2'

1.24 Recent adjustments in State finances.)' The consolidated fiscal deficit of India's twenty-five
State governments fell from 3.4 percent of GDP in 1990/91 to an estimated 3.3 percent in 1991/92,
reflecting a reduction in net financial transfers from the Central Government.11' The burden of this
modest adjustment was softened further by the fact that untied or "block' grants were increased sharply
in real terms, while grants and loans targeted at specific purposes were reduced. The net result was an
extremely lopsided pattern of adjustment by the States in 1991/92. Recurrent expenditures increased by
0.5 percent of GDP, while capial expenditures fell by 0.2 percent of GDP (see Table 1.3). Investment
projects and vertical programs in the social sectors, including family welfare and rural water supply
programs, came under particularly severe financial pressures, with States spending monies and not being
reimbursed by the Center in some cases. Although States' own revenues rose as a share of GDP, all of
the increase was accounted for by non-tax revenues, which raises questions about the adequacy and
sustainability of the resource mobilization effort at the State level.

1.25 The 1992/93 Union budget placed a nmch bigger share of the burden of fiscal adjustment on
the States. Specifically, net transfers from the Center to the States were to decline by an amount
equivalent to 0.5 percent of GDP, with increased protection being given to targeted transfers. In the
event, the 1992/93 Revised Estimates for the Central Government show that there was only a 0.1 percent
of GDP reduction in the Center's net financial support to the States, indicating little or no change in the
consolidated deficit of the States in 1992/93. The 1993/94 Union budget provides for a reduction in net
transfers equal to 0.6 percent of GDP. Other things being equal, the States' deficit would have to fall
by roughly this amount. The ability of the States to effect such a large adjustment in 1993/94 is open
to question. Some options for improving the fiscal performance of the State governments over the
medium term are examined in Chapter 3 (see para. 3.33).

' See 'Chapter 5: Economic Reform and India's Poor" in India: Stabilizing and Reforming the
Economy. The World Bank, 1992.

-0 Revised Estimates of State governments' finances in 1992/93 will not be available for several
months. In the past, Budget Estimates at the State level have been unreliable indicators of subsequent
outcomes. The analysis that follows is based on a combination of data from the 1992/93 Revised
Estimates for the Union Govermment and the 1992/93 Budget Estimates for the States.

11' Net transfers are defined as transfers of shared taxes, new lending and grants less debt service
payments to the Central Government. The net transfer from the Center to the States declined from 6.1
percent of GDP in 1990/91 to an esdmated 5.9 percent in 1991/92.
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account of about US$5 billion (2.1 percent of GDP)-compared to a deficit of US$2.0 billion (0.8 percent
of GDP) in 1991/92. On the financing side, net aid flows (including fast disbursing assistance) fell short
of the amounts projected in last year's Economic Memorandum by about US$0.9 billion. However, net
inflows of about US$1.1 billion from Non-resident Indians (NRls) and US$1 billion to improve the
provisioning and liquidity position of a mmiber of foreign banks allowed foreign exchange reserves to
be increased from US$5.7 billion at end-March 1992 to about US$6.7 billion (equivalent to 3.6 months
of imports) at end-March 1993.

1.27 Eport performance. The beneficial effects of the policy measures taken since July 1991
were reflected in a gradual improvement in export performance during 1992/93. For the year as a whole,
merchandise export earnings rose by about 2 percent in dollar terms compared to a 2 percent decline
during the previous year. To a large extent, a more robust recovery of exports in 1992/93 was prevented
by the continuing decline in export to the rupee payments area (RPA) and by the recent Ayodhya-related
disturbances. Exports to the general currency area (GCA) rose by about 10.5 percent. Exports to the
RPA declined by a further 64 percent and now account for about 3 percent of exports, as compared to
almost 20 percent in 1989/90. Thus, India's vulnerability in this area has been virtually eliminated. The
negative impact of the disturbances was evident in the sharp deceleration in GCA export growth after
*November 1992-GCA exports increased by over 13 percent in dollar terms during the period
April-November 1992, and by 6 percent in the last four months of the year. Significant gains were
achieved in exports of engineering goods (23 percent), and textiles and garments (22 percent). However,
exports of most agricultural products declined-reflecting the continued erosion of RPA trade.

1.28 Despite this encouraging start, the rate of export growth achieved in 1992/93 falls well short
of what is needed to strengthen fumdamentally India's balance of payments position. The export
performance in 1992/93 is disappointing also when viewed against international experience with trade
liberalization-which suggests that the short-term effects of trade liberalization on exports are usually very
large. A recent World Bank study of 31 liberalization episodes in developing countries reveals that the
average, real export growth rate increased from about 4 percent in the year of liberalization to an annual
rate of 12 percent in the following two years.-I' Against this must be set the special circumstances of
India's trade with the RPA and the deleterious effects on export logistics of the recent disturbances.

M'Y See Michael Michaely et al. 1991. Liberalizing Foreign Trade: Lessons of Experience in the
Developing World.
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Tabe 1.4 lBalance of PavMeS /a
(millions of US$)

1990/91 1991/92 1992/93 ie

Exports, fob 18491 18135 18400
o/w General Currency Area 15080 16071 17760

Rupee Payments Area 3063 1768 640

Imports, cif 25241 19726 22347
o/w Crude Oil & Petroleum 6028 5365 6100

Trade Balance -6750 -1591 -3947

Nonfactor Services (net) 785 676 330
Net Investment Income -3744 -3786 -3614
Private Transfers (net) 2021 2685 2200

Current Account Balance -7688 -2016 -5031

Capital Account 4704 4619 4787
Direct and Portfolio Investment 112 200 390
Net Aid 2927 3470 2557
Loans 2451 3019 2057
Disbursements 3655 4455 3664
Amortization 1205 1436 1607
Grants 476 451 500

Commercial Borrowing (net) Is 1983 2135 812
Private Non-guaranteed (net) -104 39 34
Non-resident Indian Capital / 786 3 1090
Biateral Arrangements -1000 -1228 -96

Net use of IMP Ciedit 1214 780 1272

Cbange in Gross Reserves 1770 -3383 -1028

Memorandm Items:
Current Account/GDP (percent) -2.6 -0.8 -2.1
Gross Foreign Exchange Reserves 2338 5721 6749

inmonthsof imports 1.1 3.5 3.6

g/ Balance of payments based on the revised presentation adopted by Government of India in 1993.
h/ Preliminary estimates.
_L Includes short term debt and valuation changes.
gi Net flows in respect of non-resident Indian holdings of repatiable bank deposits and bonds.

Source: Government of India, Reserve Bank of India, Ministry of Commerce and staff estimes.
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1.29 The indifferent performance of exports in 1992/93 may be attributable in part to the fact that,
despite the recent changes, export incentives have increased only modestly relative to those for import-
substitution. A rough decomposition of the wholesale price index into exportables and importables
indicates that, despite more rapid growth in the price of exportables than of importables during the past
two years, the relative price of exportables is still below that which obtained in 1985/860 Although
the profitability of export production has increased substantialy relative to that of non-traded goods, there
is clearly a need for further reductions in import protection in order to reduce the implicit taxation of
export activities.Al' The tariff changes proposed in the 1993/94 budget represent an important step in
this direction.

1.30 A fiurther possible reason for the modest export recovery could be that exporters were unable
to offset the penalty imposed by the dual exchange rate system through greater use of Advance Licenses
due to administrative bottlenecks involved with that schemeA. The amount of Advance Licenses issued
actally declined relative to the flow of mamnfactued exports in 1992/93. This is surprising since the
dual exchange rate system provided a greater incentive for exporters to use Advance Licenses than before.
Nonetheless, with the unification of the exchange rate, export growth should strengthen significantly in
1993/94 and beyond.

1.31 Import demand. Merchandise imports rose by over 13 percent in dollar terms in 1992/93,
compared to the 19 percent contraction witnessed in 1991/92. Intermediate products accounted for much
of this increase. In particular, the bill for oil and petroleum products in 1992/93 was US$6.1
billion-compared to US$5.5 billion projected at the start of the year-due to lower than anticipated
doomestic oil production. This continmes a worrisome trend of declining domestic supply that began in
1990/91. Both demand-side and supply-side measures will be required in the near future if India's
energy requirements are not to compromise future balance of payments management or growth (see para.
2.79). Non-oil merchandise import growth was paced by bulk imports such as fertilizers and cereals, as
the Government sought to replenish its stocks and counter speculative hoarding. In keeping with the
depressed level of industrial investment, machinery and project imports rose by only 8 percent;
confirming the overall impression that the surge in imports during 1992/93 reflects a process of
re-stocking rather than one of resituctring.

1.32 External financing. Overall, India's external financing requirements were broadly in line
with the projections contained in last year's Economic Memorandum. However, the financing pattern
was quite different from that outlined in the last Memorandum. Although the anticipated drawings of
US$1.6 billion under the IMF's Standby Arrangement were made as programmed, fast disbursing
assistance from bilateral donors and multilateral banks totalled US$858 million-compared to the US$1.4
billion projected at the start of the year. Disbursements of official project assistance were some US$400

W' Taking 1985/86 as the base of 100 the ratio of the exportables price index to that of importables
stood at 97 as at end-March 1992 and at 98 as at end-December 1992. Exportables are defined to include
Primary Food items, Minerals, Textiles and Clothing. Importables are defined as Non-Food Primary
items, Manufactured Food items, Fuel, Chemicals, Metals and Machinery. The trade-orientation was
determined on the basis of India's export and import performance over the past three years.

' The domestic export price deflator rose by 47 percent between 1989/90 and 1991/92, compared
to a 25 percent increase in the overall GDP deflator.

L6/ Advance Licenses allowed exporters to purchase duty-free imports at the 60:40 composite exchange
rate that they received for their export earnings.
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million lower than projected as well-reflecting continued problems in project implementation.7'
Finally, net foreign direct investment was slightly lower also than projected. These shortfalls were
essentially made up by special inflows totalling about US$1 billion from a number of foreign commercial
banks to support their bankdng operations in India.

1.33 Outflows under the individual NRI deposit schemes, which totalled US$1.6 billion in
1991/92, continued in during the first half of 1992/93-albeit at a significantly slower pace. In the second
half of the year, NRI flows turned positive and, allowing for non-repatriated interest earnings, there was
a net financing contribution of almost US$1.1 billion from these deposits in 1992/93. The large NRI and
bank capital inflows allowed foreign reserves to be increased by over US$1 billion in 1992/93. At the
end of March 1993 gross foreign exchange reserves stood at over US$ 6.7 billion-about US$600 million
higher than our projections of a year ago. In view of the comfortable reserve position, the stock of short
term debt was reduced by US$800 million in 1992/93.

1.34 Another encouraging development was the considerable interest shown by foreign investors.
There were successful launches of Euro-Market Global Depository Receipts by two private Indian firms
for a total of US$250 million. Nine other firms have received similar approval to tap the international
markets. However, there has been little further movement due to the dampening effects of the financial
scandal and recent distuances on investor confidence. A number of companies with significant foreign
ownership increased their foreign equity stakes in 1992/93, and a large number of new foreign
collaboration proposals were approved. The foreign equity participation proposed for the new projects
otals about US$2 billion-several times the amount approved in recent years-a significant share of which
comes from non-resident Indians. Although the large number of approvals has not yet been translated
into a significantly greater volume of foreign investment inflows, nor additional capital formation, the
prospect now exists for a steady increase in foreign investment flows in the coming years.

1.35 In summary, some progress was made in strengthening India's external capital account during
1992/93. Nevertheless, many of the structural wealmesses created during the 1980s remain-notably the
continued low rate of aid utilization. in view of the bulge in debt service obligations during the
mid-to-latter 1990s, the efforts of the authorities in this critical area need to be intensified (see
para. 2.81).

1.36 Ruvee-Rouble trade and debt. An imiportant start was made in 1992/93 to resuscitating
India's moribund bilateal trade arrangements with the former Soviet Union (FSU), which dunng the
1980s was India's second-largest trade partner after the United States. New economic protocols have
been signed with the Russian Federation (which accounted for about 70 percent of Indo-FSU trade in the
1980s), Ukraine (15 percent of nldo-FSU trade), Kyrghyzstan, Turkmnenistan and Uzbekistan. Future
trade imbalances between India and these countries are to be settled in hard currency. To the extent that
the lack of a suitable payments arrangement was responsible for the collapse of trade with these countries,
exports should recover some of their lost ground in the coming years.

1.37 The new agreements allowed also for a resolution of the issue of the valuation of India's debt
to the FSU, which was incurred largely on account of military imports. The face value of India's debt
was reduced from US$13 billion to about US$11 billion. Of this amount, about US$4.1 billion is to be
serviced on highly concessional terms-zero interest and 45 years amortization. The remaining US$7

171 Both the Government and donors have focused considerable attention on India's problem of low
rates of aid udlization over the past two years with only limited success. The issue is discussed further
in para. 2.82.
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billion is to be paid over 12 years at 2.4 pecent annual interest. The servicing burden is estimated at
about US$850 million over the next few years. These payments are to be effected through rupee credits
against which Russia can import Indian goods.

C. Structural Reforms

1.38 The Government's new development strategy aims at reducing substantially its intervention,
both direct and indirect, in economic decision-making. This effort includes a re-examination and
re-orientation of the role of government and major public expenditures, as well as a scaling back of the
size of the public enterprise sector; elimination of a wide range of regulatory controls, including most
industrial licensing requirements; a reversal of the excessive governent involvement in financial
intermediation and credit allocation; and a decisive shift away from an inward-onented,
import-substituting trade regime toward policies that reap the full benefits of closer integration with the
world economy. The Government's approach to reform involves the establishment of high level
committees to formulate medium term programs for reform in key areas of the economy such as the
financial sector and tax system. To enhance ownership of the adjustment program, and to facilitate its
percolation to the grass-roots administtive level, it has created also a number of inter-ministerial and
minsterial working groups to consider changes in the legal and regulatory environment that would
complement the changes in economic policy. A number of important steps were taken towards the
Government's medium term goals for strucral reform in 1992/93.

Public Enter_rise Sector Reforms

1.39 India's public sector enterprises (PSEs) occupy a central position in the economy. The
roughly 1,000 Cental and State PSEs account for about 17 percent of GDP and about 23 percent of
employment in the organized sector. Most PSEs suffer from chronic problems of inefficiency and have
become a significant drain on both Cental and State budgets-for instance, over 40 percent of Central
PSEs incurred cash losses in 1989/90. Moreover, since PSEs dominate key basic industries-notably,
power, oil, steel and fertilizers-their inefficiency has been translated into high costs for the economy as
a whole, thus hindering international competitiveness and export development. As such, a significant
improvement in the performance of India's PSEs is required to enhance the prospects for stmctural
reform and growth, and to strengthe fiscal adjustment.

1.40 The reform strategy adopted by the Govermment for the public sector enterprises involves
a range of measures: (i) the number of industries reserved for the public sector has been reduced from
eighteen to seven; (ii) all loss-making PSEs are to be restructured or closed; (iii) selected PSEs,
particularly those in competitive-market areas, will be fully or partially divested; (iv) budgetary support
for non-infrastructure PSEs will be phased out by the end of 1994/95; and (v) a number of privileges
granted to PSEs, including purchase preferences, will be eliminated in order to increase competitive
pressures.

1.41 Some progress has been made on this agenda since 1991/92. Budgetary support for public
enterprises has been reduced, with only the energy and transport sectors protected from these cuts)!'
Non-Plan support for sick PSEs has been virtually eliminated as of the end of the 1992/93 fiscal year and

1! Excluding Indian Railways, which is being encouragea to place its operations on a more
commercial basis, and to seek funds from the market.
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commercially viable PSEs are being encouraged to seek funds in the capital markets. Over Rs 30 billion
of Government equity in 31 PSEs was sold to public financial institutions in 1991/92. During 1992/93,
a firther Rs 19 billion worth of shares in PSEs was sold to mutual funds and the private sector,
representing up to 25 percent of equity in some units.

1.42 A central element in the Government's program for PSE reform is the recent amendment of
legislation relating to the Sick Industrial Companies Act (SICA), which now makes it possible for sick
public enterprises to be referred to the Board for Industrial and Financial Reconstruction (BIFR), a quasi-
judicial body empowered to oversee the closure/rehabilitation of nonviable enterprises. The number of
loss-making (Central and State) PSEs referred to the BIFR has now reached 150. The most wide-ranging
restructuring plan to date has been formulated for the National Texfile Corporation (NTC). The NTC
plan calls for closure of uneconomic units; retrenchment of about 70,000 workers with appropriate
provisions for compensation; retraining &nd redeployment; divestiture of some units; and a modernization
program for the remaining units. The process of PSE restructuring is not expected to involve new
financial commitments by the Government, and will be based on liquidation or rehabilitation of PSEs on
the basis of negotiations with workers' representatives or private takeovers, including by the workers
themselves. To facilitate such plans, the Government will consider writing off certain loans and
sanctioning other financial restructuring measures.

1.43 The Government recognizes that the reform process will result in some increase in structural
unemployment. In February 1992, it established a new social safety net instrument, the National Renewal
Fund (NRF), to provide compensation and transitional support to displaced employees. The NRF has
two constituent windows. The National Renewal Grant Fund (NRGF) is designed to act as the safety net
for industrial labor and to provide payments for Voluntary Retirement Schemes by PSEs; compensate
workers in both the public and private sectors affected by closure or labor rationalization under
rebabilitation schemes recommended by the BIPR; and compensate workers affected by the closure of
private sector units already under liquidation orders recommended by State governments. The
Employment Generation Fund (EGF) would provide grant funds for services such as counselling,
retrainng or redeployment of affected workers, and for approved employment generation schemes. The
Government plans to create a permanent unemployment insurance fund, financed by contributions from
employers and employees. It has succeeded already in attractng foreign assistance totaling US$900
million in support of the NRF and other safety net operations-including a fast-disbursing IDA credit for
US$500 miUion.

1.44 Despite the foregoing measures, overaU progress in rationalizing India's public enterprise
sector has been slow, and the Government's efforts in this area need to be intensified.'9' The ongoing
adjustments in trade and industrl policies, as well as the reductions in access to budgetary assistance,
are likely to increase the financial difficulties already facing many PSEs. Without a comprehensive plan
to alow for an orderly adjustment, the financial distress of these entities is likely to spread to other
sectors of the economy, notably the financial sector. Social and political resistance could grow rapidly,
resulting in possible stagnatiLn or reversal of the reform process.

1.45 Four areas require prompt attention. First, a more pro-active approach is needed to enlist
private finds and technology for the development of industries that have been traditionally reserved for
the public sector. This is particularly urgent in the oil and gas sector so as to stem the growing
dependence on imports of hydrocarbons. Thus far, the Government has not opened existing fields to

1-' Last year's Economic Memorandum devoted an entire Chapter (Chapter 4) to the reform agenda
for India's public sector enterprises.
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1.29 The indifferent performance of exorts In 1992/93 may be attributable in part to the fact that,
despite the recent changes, export incentives have increased only modestly relative to those for import-
substitution. A rough decomposition of the wholesale price Index Into exportables and importables
indicates that, despite more rapid growth In the price of exportables than of importables during the past
two years, the relative price of exportables is still below that which obined in 1985/86.M Although
the profitability of export production has increased substantially relatve to that of non-traded goods, there
is clearly a need for further reductions in import protection in order to reduce the implicit taxation of
export activities.U' The tariff changes proposed in the 1993/94 budget represent an important step in
this direcdon.

1.30 A further possible reason for the modest export recovery could be that exporters were unable
to offset the penalty imposed by the dual exchange rate system through greater use of Advance Licenses
due to administrative bottlecks involved with that schemel The amount of Advance Licenses issued
actually declined relative to the flow of manfactued exports in 1992/93. This is surprising since the
dual exchange rate system provided a greater ientive for exporters to use Advance Licenses than before.
Nonetheless, with the unification of the exchange rate, export growth should strenghen significandy in
1993/94 and beyond.

1.31 Imort demand. X( rhandise imports rose by over 13 percent in dollar terms in 1992/93,
compared to the 19 percent coniAaction witnessed in 1991/92. Intmediate products accounted for much
of this increase. In particular, the bill for oil and petroleerm products in 1992/93 was US$6.1
billion-compared to US$5.5 billion projected at the start of the year-due to lower than anticipated
domestic oil production. This continues a worrisome trend of declining domestic supply that began in
1990/91. Both demand-side and supply-side measures will be required in the near future if India's
energy requirements t not to compromise futue balance of payments management or growth (see para.
2.79). Non-oil merchandise import growth was paced by bulk imports such as ferdlizers and cereals, as
the Goverment sought to replenish its stocks and counter speative hoading. In keeping with the
depressed level of industrial investment, machinery and project imports rose by only 8 percent;
confirming the overall impression that the surge in imports during 1992/93 reflects a process of
re-stocking rather than one of resgtuctuing.

1.32 Extnal financh. Overall, India's extenal financing requirements were broadly in line
widt the projections contned in last year's Economic Memorandum. However, the financing pat
was quite different from that outlined in the last Memorandum. Although the anticipated drawings of
US$1.6 billion under the IMF's Stamdby Arrangement were made as programmed, fast disbursing
assistance from bilateral donors and multiateral banis totalled US$858 million-compared to the US$1.4
billion projected at the start of the year. Disburements of official project assistance were some US$400

21 Taking 1985/86 as the base of 100, the ratio of the exportables price index to that of importables
stood at 97 as at end-March 1992 and at 98 as at end-December 1992. Exportables are defined to include
Primary Food items, Minerals, Texdles and Clothing. Importables are defined as Non-Food Primary
items, Manutured Food items, Fuel, Chemicals, Metals and Machinery. The trade-orientation was
determined on the basis of India's export and import performance over the past three years.

5 The domestic export price deflator rose by 47 percent between 1989/90 and 1991/92, compared
to a 25 percent increase in the overall GDP deflator.

wI Advance Licenses allowed exporters to purchase duty-free imports at the 60:40 composite exchange
rate that they received for their export earnings.
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and adopted, with some modification, the Basle Committee risk-based capital adequacy framework.
Commercial banks that attain the new capital adequcy norms are now fr.ee to set up new branch offices
and to rationalize their existing branch network. The new nowms imply that banb will have to make
large provisions for bad and doubtful loans in their portfolios. The Government recognizes that a viable
financing package to fill any net-worth deficiency is needed. Current estes place this net-worth
deficiency at Rs. 100 billion. The 1993/94 budget provides for an initial infusion of Rs. 57 billion in
the form of new Goverment bonds, with the remainder to be provided for in the next two budgets. The
incremental interest burden to the Government of this new debt is expected to average about 0.2 percent
of GDP per annum in coming years.2W

1.49 In addition to the new requirem for loan loss provisions, the RBI has stipulated guidelines
whereby banks are to meet international risk-based capital standards over the next three years. Indian
banks with overseas branches must meet the 8 percent standard by March 1994. Other banks are
expected to meet that standard by March 1996, and all bans were required to meet an interim 4 percent
risk-based capital level by the end of March 1993. Core capital, i.e., equity, has to be raised to at least
one half of the above ratios. The Government has announced recently that it will introduce the necessary
legislative changes to enable banks to mobilize private equity from the capital markets in 1993/94, while
preserving its majority ownership.

1.50 The decision to allow banks to tap private equity is an important beginning to market
orientation of the nationalized baWks, and complements the new guidelines for entry of private bans
announced in January 1993. The guidelines provide for new private banks to be incorporated as public
limited companies under the Companies Act, and for their shares to be listed on the stock exchange.
Minimm capital has been set at Rs 1 billion (about US$30 million), and new banks will have to comply
with all prudential norms-including the 8 percent capitl adequacy ratio-from the outset. The new banks
will have three years to meet the priority sector lending targets. Taken together, these measures
constiute an important step in the process of financial reform by signalling the commitment of the
authorities to a healthy and competitive financial system.

1.51 Steps are being taken also to improve loan colections, including the establishment of Special
Tribunals with jurisdiction over bark cims arising from large dealted credits. Portfolio restuctrng
and recapitalization efforts are to be accompanied by measures to improve management, strengten
supervisory practices, and foster competition through entry of new pnvate sector banks. To modernze
supervisory practices, a new supervisory body (the Board of Financial Supervision) has been established
under the aegis of the RBI.

1.52 The new guidelines represent a major improvement over old practices and standards.
However, there are a number of areas for fuwrier improvement. Key remaining concerns relate to the
treatment of cash credit facilities, rescheduling of loans, and provisioning requirements for substadard
loan categories. A substtal share of outstnding bank loans in India are in the form of cash credits
where new loans and the rollover of existng loans can allow troubled borrowers to avoid arrears. The
new RBI guidelines focus principally on whether loans are in arrears and pay insufficient attention to the
underlying financial condition of borrowers. All rescheduled or renegotiated loans are to be classified
subsndard and subject to a 10 percent loss provision. In many instances rescheduling may hide more
serious underlying problems that warrant a doubtful or loss clasification. Consequently, the underlying

;' This incremeal interest burden reflects the estimated impact on market rates of placig an
additional Rs. 100-140 billion (about 1.4-2.0 percent of 1992/93 GDP) of new Government bonds over
the next three years.
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creditworthiness of borrowers should provide also a basis for adverse classifications. Finally, a
strengtheing of laws to expedite debt recovery and rationalization of laws governing mortgages are
required as well.

1.53 Liberalizing financial policies and markets. With a view to increasing the availability of
funds to the private sector, the Reserve Bank eli_mi the incremental 10 percent Cash Reserve Ratio
(CRR) in April 1992 and reduced the average statutory liquidity ratio (SLR)-the minimum percentage
of deposits that banks must hold in government securities-from 38.5 percent to 37.75 percent over the
course of the year. In an effort to increase the effectiveness of the CRR as an instrument of monetary
policy, the RBI reduced the portion of eligible cash balances on which it pays interest-specifically, the
portion related to net deposits maintained after March 23, 1990.i This move represents a fuirher
squeeze on the profitability of commercial banks.

1.54 Interest rate policy was liberalized somewhat over the course of 1992/93. Coupon rates on
long-dated government securities were raised by a cumulative 1.5 percentage points to 12.75-13 percent
in 1992/93 to sinulate development of the government securities market. The minimum lending rate
for non-priority commercial bank credit was reduced by 2 percentage points in 1992 to 18 percent and
the ceiling on deposit rates by one percenage point to 12 percent. However, commercial banks have
been slow to adjust to the changes in administered rates. Lending rates averaged about 21 percent in
December 1992, about the same as in March of that year when imflation was runng some five
percentage points higher. Banks have tended to hold their deposit rates at the permitted maxium as
well. In view of these developments, the 1993/94 budget announced a one percentage point reduction
in both the minimum lending rate for non-priority credit and the ceiling on deposit rates. The recent
adjustments serve to reduce furlher the interest rate subsidy to recipients of directed credit. In April
1993, the RBI cut the base CRR from 15 percent to 14 percent, and announced that the SLR would be
reduced further by one percentage point to 36.75 percent in four stages durhng 1993/94.

1.55 The measures taken so far to strengthen and deregulate the bankdng system are extremely
significant. However, the pace of reform in a number of key areas needs to accelerated in order to
enhance the role of the financial system in the adjustme process. For instance, the pace at which the
SLR is being reduced appears too slow in view of the need to strengthen the profitability of the
commercial banks and to free resources for the private sector. These issues are discussed further in
Chapter 2 (see pam. 2.34).

1.56 Pdnin gcaital marklets. Important liberalization measures have been initiated in the
capital markets as well; including decontrol of corporate capital issues, empowerment of the Securities
and Exchange Board of India (SEBI) to function as an independent regulatory body, and reform of
taxation of income from capital. The RBI recendy announced guidelines permittng registered foreign
institutional investors to hold up to 5 percent of the shares of an Indian company, with a cap on total
foreign portfolio investment of 24 percent for individual companies. These limits are not applicable to
joint ventlures, where majority ownership is allowed. The dividend income tax rate has been fixed at 20
percent for foreign institutional investors, and the long-term and short-term capital gains taxes have been
reduced from 40 percent to 10 percent and 30 percent respectively. Finally, foreign institutional investors
will be allowed to repatriate freely the principal, capital gains, dividends and any compensation received
from sale of shares at market rates of exchange.

Z The interest paid on these incremental balances had been reduced earlier from 8 percent in March
1990, to 5 percent in October 1991 and to 3 percent in May 1992.
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1.57 The Government plans to adopt furfther reform measures to enhance the role of India's capital
markets in funding investment, att foreign portfolio capital, and facilitating divestiture. A
comprehensive plan is under development, which will: (i) enhance investor protection by strengthening
the powers and capabilities of SEBI for enforcement of securities regulations, and streamlining procedures
for sale, transfer, and registration of securities; and (ii) modernize the setdement and trading mechanisms
through the establishment of an electronic clearing system and a central depository system. A high-level
committee has been established to review the functioning of the insurance industry.

Investment and Trade Policies

1.58 Liberaliidomestic markets. Five additional industries (including automobiles, electronic
goods and other consumer durables) were approved for deicensing, and a number of important
administered prices (notably these of sugar, coal, kerosene and liquified gas) and rail fares and freight
charges have been made subject to much more flexible arrangements. A new National Mineral Policy
that opens to private investors virtually all mining sectors-with the exception of coal, oil and uranium,
which faU under a different regime-has been introduced in the Parliament.

1.59 Limited progress has been made, however, in facilitating exit or restructuring by finns. The
Governmn is still to unveil its long-promised policy for industrial restructuring and, as noted above,
has not adopted yet a plan to deal expeditiously with the sick public enterprises. To some extent, the
delays reflect the Government's comitment to a consensual approach involving all sides. To this end,
it has constituted a Special Tripartite Committee to examine the effects of the new Industrial Policy k.p91)
on labor and related issues. The Govemment's basic objective is to suitably modify laws that hinder the
adjustment of the work force in the organized sector (including the Industrial Disputes Act and the
Company Act) and that limit private fims' ability to liquidate assets (most importantly the Urban Land
Act). It is expected that amendments to existing laws and regulations will, after consultation with the
trade unions and employees, be presented to Parliament within the year. The National Renewal Fund
is to be strngthened to serve as a short-term social safety net for displaced workers, and the proposed
unemployment insurance fumd will serve as a more comprehensive and permanent safety net.

1.60 Promoting foreign investment. Significant reforms were introduced in the area of foreign
investment policies in 1992/93. The authorties expanded the list of industries open to automatic approval
to include trading houses and other export-oriented services. The new Mineral Policy unveiled in March
1993 raises the ceiling for foreign eqity participation to 50 percent, with majority foreign ownersip to
be allowed on a case-by-case basis. A number of steps were taken to encourage the flow of foreign direct
investnent. The Foreign Investment Promotion Board was established as a high-level, one-stop agency
in order to streamline approval procedures and India joined the Multilateral Investment Guarantee
Agency. In March 1993, a number of policy changes were codified in an Amendment to the Foreign
Exchange Regulation Act (PERA) that controls the activities of foreign-owned businesses and individuals
in India.V

1.61 The most important changes under the FERA amendment are: elimination of the requirement
that dividend transfers be balanced by export earnings (except for consumer goods industries); removal
of restrictions on domestic borrowing and acquisition of interest in domestic firms except in the case of

I Many of the changes included in the Amendment were already in effect as a result of RBI
notfiation. However, the passage of the Amendment by the Indian Parliament is likely to provide
considerably greater comfort to foreign investors.
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agriculture and plantation activities; elimination of restrictions on establishment of places of business and
acquisition and holding of immovable proprty; removal of restrictions on the use of foreign trademarks;
and, finally, elimination of restrictions on employment of foreign nationals in India.

1.62 Despite the recent progress, Idia's foreign investnent policies remain less welcoming than
those of many other industrializing countries. A key issue is the limited list of industries open to
automatic approval. Indian industres not open to automatic approval of majority foreign ownership
include electonics, textiles, and consumer durables.2v The restrictions apparently reflect the
Government's desire to coordinate the liberalization of the foreign investment code with further reductions
in trade protection. However, since a clear statement of the medimn term targets for trade liberalization
has now been provided in the Eighth Plan (see para. 2.20), the,e is less need for concern about
nisdirected investments. The authorities need to give serious consideration to broadening substantially
the areas open to automatic approval.

1.63 There are a number of other ways in which India's policies towards FDI could be
strengthened. In particular, further action to streadmine bureaucratic procedures could enhance
significantly the flow of foreign investment. For instance, China has a highly decentalized investment
approval process that has built up an impressive record of approvals, particularly in special economic
zones and coastal cities. In recent years, these approvals have been translated into annual FDI iflows
of US$2-US$3 billion. In addition, new investment projects often require changes in other aspects of
public policy and procedures in India that have not yet been enacted. For example, about US$70 million
in foreign investment for electronics enerprises in the "Hardware Technology Parks", expected ultimately
to generate annual exports of US$100 million, bas been delayed for months because the authorities have
been unable to implement the single-point clearance procedures for customs and excise collection.

1.64 Many countries provide specialized facilities for FDI through industril parks or economic
zones. India already has similar vehicles in place for attractig export-oriented FDI-the Export
Processing Zones (EPZs), which enjoy duty-free imports. However, India's EPZs have not been
successful so far largely because of poor infrastructure. The availability of high quality infrastructure
is consistently cited as one of the most important factors for FDI, and improving export infrastructure
in India should be a priority. Given the financial constraints facing the Government, private sector
participation needs to be encouraged- dmething that has been done successfully in parts of China.

1.65 A final aspect of hIdia's investment climate that needs to be reviewed is the tax code. India's
corporate tax rate of 65 percen for foreign firms is significantly higher than that in countries such as
China (33 percent), Indonesia (35 percent), Mexico (35 percent), Turkey (30-46 percent) and Poland (40
percent). Taxation of dividends is also higher in India than in any of these other countries, some of
whom do not even tax dividends. The high posted tax rates in India are offset to some extent by tax
incentives for exports, and investments in selected sectors and regions. Moreover, India is a signatory
to about 40 bilateral tax treates that provide for significantly lower rates of withholding for dividends,
interest, royalties, technical fees and capital gains. However, many of these concessional rates are bound
up in a variety of clauses-for instance, minimum shareholding requirements. International experience
indicats that special tax incentives and agreements are no substitute for a moderate and broadly based
tax rate.

; FDI applications approved in the period August 1991-August 1992 were concentrated in seven
industries: basic metals (20 percent); chemicals (17 percent); textiles (13 percent); prepared foodstuffs
(12 percent); non-metallic mineral products (9 percet); electrical and non-electrical machinery (13
percent). With the exception of textiles, all are on the "auomatic approval" list.
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1.66 1p= liber . he special import compression measures adopted during the 1991
crisis were abolished in April 1992, and the import control regime was simplified through the
establishment of a single, drastically reduced, negative list-freeing imports of almost all raw materils
and most capital goods. As a result, less than one-half of domestic manufacturing (mainly in the
consumer goods sector) is now protected by QRs, compared with some 90 percent prior to July 1991.
The maximun hnport tariff rate was reduced from 150 percent to 110 percent, with tariffs for most
capital goods reduced to 55 percent or less, and the advance license structure that gives exporters access
to duty-free imports was also simplified and liberalized. A host of restrictions on the resale of imports,
local content requirements, and pennissible exports were removed as well.

1.67 The Govermnent's principal objectives for trade reform over the medium term have been
outlined clearly in the Eighth Five Year Plan. In the context of the 1993194 budget, it announced a
further reduction in the maximum import tariff rate to 85 percent (and lower in some cases)-with a
maximum of 35 percent on most capital goods and lower rates for exporters and investors in the power
sector. The basic and the auxiliary customs duties were unified, and the number of end-user exemptions
was reduced signiflcanty. The tariff levied on consumer goods that enter the country as "general
baggage" was reduced from 255 percent to 150 percent-complementing a recent decision to allow each
intenational passenger to bring in up to US$5,000-worth of consumer goods.

1.68 Despite these significant changes, Idia's trade regime remains much more restrictive than
those of its compedtors. Tariff levels remain relatively high, and imports of consumer goods are
essenily banned with the exception of "baggage imports" and a narrow window of selected consumpdon
imports for exporters established in October 1992. These new channels for consumer goods imports are
unlikely to provide the stimulus to greater domestic efficiency that is required. The 150 percent tariff
rate on baggage imports is well above the black market premium for smuggled consumption goods
imports, while the restrictiveness of the list of permissible imports under the export window has limited
the demand-only US$300 million of such imports were recorded in 1992/93. Some of the issues and
options for further trade liberalization are discussed in Chapter 2 (see para. 2.20).

1.69 Fstering MM . As a transidonal measure to facilitate the trade liberalization, a
dual exchange rate system (the Liberalized Exchange Rate Management System or LERMS) was
intduced at the time of the 1992/93 Budget, with a market exchange rate for all but a few paymets
transactions (mainly imports of certain petroleum products and ferilizers). Under the LERMS, all
current account receipts were converted into rupees at a ratio of 60 percent at the market-determined
exchange rate and 40 percent at the official rate announced by the RBI. The spread between the free
market and official exchange rates rmaed remarkably stable during the latter half of
1992/93-averaging about 18 percent. In view of the desirability of eliminating the implicit tax on foreign
exchange earnings implied by the LERMs, the RBI unified the two exchange rates in March 1993 at the
market exchange rate. The unification of the exchange rate involves a 7 percent devaluation for
exporters-which should help to stimulate future export growth. The shift to a market-detexmined
exchange rate provides also an important signal of the authorities commitment to financial stability and
market-based mechanisms for macroeconomic maagement. In this context, careful attention will have
to be paid to coordinating domestic and extal financial policies in order to avoid excessive volatility
of the exchange rate or balance of payments.

1.70 The April 1993 Export-Import Policy statement reduced the number of items subject to export
restrictions from 296 to 215. The recenly decontrolled items include a variety of agro-based items-such
as raw silk and wheat products-and mineral products-notably, iron ore and pig iron. Other recent
measures to improve export incentives have included: (i) a lowering of capital goods tariffs for exporters
to 15-25 percent; (ii) the requirement that commercial banks raise the volume of credit to the export
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sector to 10 percent of their total lending; (iii) a reduction in interest rates on export credit; and (iv) the
introduction of a marketable Special Import License for exporters, against which items on a specified list
of consumer goods can be imported

1.71 An important aspect of the recent measures taken to promote exports is the shift from specific
incentives towards more general measures, such as the adjustment of the exchange rate and improved
access to credit. In general, the improvement in export profitability has been greatest for items with low
import content-such as agricultural products-and items that were not particularly favored under the
former regime of export incentives-i.e., had low or no cash compensatory, replenishment license and
duty drawback rates. Tbis augurs well for a broadening of the export base in coming years.

1.72 Broadening the export base will dcpend also on the elimination of administraive restrictions
on key items such metals, minerals, leather, finished leather products and agricultural items-including
rice and cotton. In view of the urgent need to boost export growth, the Government needs to rationalize
fiurher its export control schemes and effect complementary domestic reforms. Further simplification
of the various duty-free import schemes for exporters will also be important. A significant proportion
of the import requirements of exporters of manufact, excluding gems and jewelry, still attract some
form of duty and complaints of long delays and bureaucratic complexities are still far-too-common.
While some improvements have been made recently for Advance Licenses through more streamlined
procedures, the duty drawback can still take up to one year. Specific ways in which India's export
promotion schemes could be improved are discussed in Chapter 2 (see para. 2.31).

D. S,v

1.73 Significant further progress was made in stabilizing and reforming the Indian economy in
1992/93. In particular, real GDP rose by about 4 percent, inflation fell to single-digit levels and foreign
exchage reserves were increased to over US$6.7 billion (equivalent to 3.6 months of imports). A
number of important policy measures have been adopted reiently that are likely to improve economic
performance and development prospects-in particular, a reunification of the exchange rate, fiuther
rationalization and reductions of customs tariffs, additional steps to liberalize the financial sector and
foreign investment code, and a Union budget that provides for increased spending on social and mral
sectors, while reducing fiuter the overall fiscal deficit. The foregoing notwithtandig, the Indian
authorities face a number of serious macroeconomic challenges-particularly in the areas of fiscal and
balance of payments management. A large agenda of structural and sectoral reform remains as
well-notably in the areas of taxation, trade and financial policies, and for the public enterprise and
agricultural sectors.



CHAPTER 2: ISSUES IN THE MANAGEMENT OF THE TRANSITION

A. Adjustment and Growth in the Transition

2.1 The Eighth Five Year Plan (1992-97), which was released in August 1992, provides a
comprehensive statement of the medium term objectives of the Indian authorities, and of the broad
framework that will guide policy decisions over the next four years. The Plan envisages a steady
reduction in the fiscal and external cumnt account deficits, coupled with annual output growth of about
5-6 percent beginning in 1993/94. Another key goal is the maintenance of a low rate of inflation. A
reorientation of investment incentives towards the traded goods sectors, high levels of capacity utilization,
and substantial improvements in efficiency are to be pursued in order to achieve these objectives. Further
reforms in the areas of taxation, trade and investment policies, and the financial sector are seen as
important in this context. Monetary and fiscal policies designed to promote price stability are to be
emphasized as well. Finally, the composition of public investment is to be shifted away from areas where
it competes inefficiently with the private sector to those where the two are complementary-such as
infrastructure and social development."

2.2 Despite the many important improvements in economic policies and performance over the past
two years, and the broad consensus regarding the general direction of economic policy, there are a
number of areas where more forceful action is needed if sustainable progress is to be made towards the
Govermment's medium term objectives. Progress with tax reform has been slowed by concerns about
broadening the tax base, and by the complexity of the tax revenue-sharing arrangements between the
Center and the States. Actions to facilitate industrial ucturing and to deal expeditiously with the
public enterprise sector have been delayed also by political and social considerations. These same factors,
along with fears of ponially adverse balance of payments developments, have precluded clear-cut action
to liberalize consumer goods imports.

2.3 The Government faces a major task to broaden the reform process in a way that is congruent
with the ongoing adjustments in finacial policies and trade and industrial reforms. Although the recent
measures adopted in these areas have improved the terms of trade for India's agricultural sector, the
Govermnent has yet to adopt a program of comprehensive reforms to address the problems of this key
sector-in part, because agriculture is a subject that falls largely under the purview of the State
governments. The financial pressures being generated by the ongoing macroeconomic adjustments have
raised questions about the efficiency of public expenditures in the social sectors and the effectiveness of
such expenditures, particularly in raising the human capital status of the most vulnerable groups in the
society. Finally, there is growing evidence that the severe bottlenecks in many of India's core
infrastructure subsectors could inhibit the pace and sustainability of economic reform, and limit the
distribution of its benefits.

2.4 The experience of other countries with adjustment indicates that, as India moves into a third
year of adjustment, the initiatives required to maintain the momentum of reform are likely to prove
technically and politically more challenging. The rest of this Chapter examines some of the key issues
in the management of India's transition to a more open and dynamic economy. Challenges for further
reform of the tax and trade regimes are examined in Sections B and C respectively. Section D discusses
issues and options for accelerating reform in the financial sector. Themes for initial reform in the

"See Eifht Five Year Plan. 1992-97. Volume 1. Obiectives. Perspectives. Macro-Dimensions.
Policy Framework and Resources. Planning Commission, New Delhi. 1992.
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agriculural sector are discussed in Secdon E. Section F concludes with an overall assessment of India's
prospects for successfully managing the tansition. The final two chapters of the Economic Memorandum
deal with key elements of the broader agenda for sectoral reform. Chapter 3 outlines a general strategy
for improving the quality and sustinability of India's public expenditures-with a particular focus on the
sociai secton. Policies and prospects for promoting the development of supportive ifrastructure are
dissed in Chapter 4.

B. Strengthening the Tax System

2.5 India's Constitution assigns most of the major taxes to the Central Government-including
taxes on personal and corporate income, national excise duties, and customs duties (see Table 2.1). The
tax instuents available to State governments include sales and local excise taxes, property taxes, and
stamp duty. The Constitution mandates that Central revenues raised through the taxation of
non-agricultural personal income be shared with the States. Union excise duty collections may be shared
with the States at the discretion of the Parliament. The exact dimensions of the revenue-shtiing
arrangemens are decided by the President based on the rcommendations of quinquennial Finance
Commissions. Currently, 85 percent of personal income tax revenue and 45 percent of excise duty
collections are transferred by the Center to the States.

2.6 All told, India's tax effort is somewhat better than that of other low-income countries-the tax
to GDP ratio in Iodia was about 16.9 percent in the second half of the 1980s, compared to 15.1 percent
of GDP in Indonesia and 14.1 percent in Palistan. Nevertheless, in common with a number of other
developing countries, India's tax system suffers from a variety of structunl problems. It has (i) a narrow
base and high marginal tax rates; (ii) an excessive dependence on indirect taxes-levied at high and widely
dispersed rates, particularly on international trade; (iii) a plethora of exemptions and other deductions,
which distort incentives and encourage evasion; and (iv) acute problems of administration and compliance-
-only an esdmated 35 percent of legally taxable income is disclosed to the tax authorities, reflecting the
considerable complexity of the various tax codes, and a weak and outdated information systemn.

21 See the Interim Report of the Tax Reforms Committee, Government of India, 1991.
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Thble 2.1: CmMo of QwnS and SB GBo_ Tax Reverse
(Perct of Total Tax Revenue)

1990- 1993

TOWal Tax Rennues 100.0

Gross Tax Revenue 66.0

Direct Taxes 16.1
Copotion Tax 7.2
incone Tax 6.6
Other Taxes 2.3

Indirect Taxes 49.9
Excise Dutes 27.6
Customs Duties 22.3

Gtss Tax Revow 34.0

Dire Taxes 4.7
Income Taxes 0.6
Land Revenue 0.7
Samps, etc. 2.4
Real Prpety Tax 2.6

Indhr Taxes 30.6
Sales Tax 20.3
state Excises 5.2
Vehicle Taxes 1.8
Elericity Duties 1.3
Tnsport Taxes 1.1
Other Taxes 0.8

Transfes fm Cene to Slates 16.9%
Excise 12.0%
Income 4.9%

Net Central Tax Revemne 49.1%

Net Slate Tax Revenue 50.9%

Soe Union budget documents, GOL; and RBI Bledtn, September 1992.

The Government's Agenda for Reform

2.7 The Govenment recogizes these various deficiencies and has committed itself to a
X ala e itd restucuring of India's tax system. In August 1991, it appointed a Tax Reforms Committee
(the Chelih Committee) to fonnulate a medium term program of tax reforms. The Chelliah Committee
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issued an Interim Report in December 1991. The Final Report was issued in two parts: Part I, dealing
with direct taxes was issued in August 1992; and Part II, which deals with indirect taxes, was released
in January 1993. The principal objectives for tax reform set out in the Report are the following:

o An ability to derive a larger fraction of total revenue from direct taxes while removing the
burden of these taxes from low income households.

0 Reduced reliance on tariff revenue within the group of indirect taxes.

* A steady evolution towards broader based direct and indirect taxes applied at lower and more
uniform marginal tax rates-excluding excise taxes on sumptuary items such as alcohol and
tobacco products.

a An improved revenue sharing system between the Center and the States that will facilitate the
formation of a common internal market.

o Creation of a capacity to increase tax effort without raising significantly marginal tax rates.

2.8 The Chelliah Report recommends a medium-term strategy for reform based on the following
elements: (i) a reduction in the dependence on taxes on intematonal trade in favor of direct taxes and
progress toward a full-fledged value added tax (VAT); (ii) rationalization of the excise duty rate stucture
through a reducdon in the number and dispersion of rates; (iii) broadening of the income tax base by
extending the coverage and by eliminating widespread deductions, exemptions, and concessions; and
(iv) a strengthening of tax administration through simplification of the tax codes, and streamlined and
more effective procedures for assessment and payment.

2.9 The principal recmmendations in the area of direct taxain include: (i) firther extensions
of the personal income tax base to cover, among others, fringe benefits and allowances and to increase
sharply the number of taxpayers; (ii) a phased reduction in the corporate tax rate to levels commensurate
with the highest personal income tax rate (i.e., from 51.75 percent to 40 percent by 1994/95), together
with the abolition of a number of exemptions and special incentives; and (il) measures to improve tax
administration and compliance, including greater use of withholding and presumptive taxation.

2.10 The Chelliah Report recommends flrther that average tr1M iffs be brought down to
internationally comparable levels (about 25 percent by March 1996), with a primary emphasis on reducing
tariff rates on capital an intermediate goods, eliminating exemptions, and relying on tariff protection
rather than quantitative restrictions for consumer goods. The reform program would need also to: reduce
the dispersion of tariffs; simplify the rate schedule by combining the basic and auxiliary tariffs (a measure
adopted in the 1993/94 Union budget) and by converting most specific duties into ad-valorem
equivalents; and remove all exemptions and concessions, except those pertaining to exports. These tariff
reductions will likely involve tax revenue losses, which would have to be offset by greater revemne
mobilization from domestic taxation-particularly indirect taxation. Rapid progress toward the
establishment of a full VAT wail be critical in this regard. More precisely, prompt steps are required to
bring about: a sizeable extension of the base of excise taxes to include most manufactures, construction,
and substantial parts of the services sector; a sharp reduction in the nmiber of excise tax rates; and an
expansion of the present MODVAT credit system to include all major inputs, in particular capital goods.
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2.11 In addition, the Government would be expected to improve the harmonization between the
tax structures of the Central and State Governments. The proposed tax reforms would present a large
revenue windfall to the States since the revemne losses from lower customs duties would be borne entirely
by the Center, while any additional revenues from personal income taxes or excises would have to be
shared with the States (see Box 2.1). In view of this imbalance in the burden of tax reform, the Chelliah
Report recnmmends that the Central and State governments move away from sharing specific taxes-
which, in any case, creates an incentive for the Center to concentrate its efforts on taxes that are not
shared-to a more general formula that provides for a fixed proportion of the Center's total tax revenues
to be transferred to the States.
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Reform Measures in the 1992/93 and 1993/94 Union Budgets

2.12 The Goverment haa embraced the tax reform philosophy put forward by the Cheliah
Committee, and a number of steps were taken in the 1992/93 and 1993/94 Union budgets. The principal
measures that have been adopted iwcue: measures to rationalize the personal income tax and corporate
income tax systems, while broadening the bases on which they are applied; and reductions in customs and
excise duty rates, with a consolidation of the auxiliary and basic duties and a narrowing of the overall
duty structures (see Table 2.2).

Tke 2.2: Key Tax Refonns in 1 3 and 1993/94 Union Budgets

Pernnal Income and Wealth Taxes
F Plaening of the rate structe for the pesond income tax to thee bracke, 20, 30 and 40 perent-with the top
rate lowered from 50 percent.

o Elimination of several savings deauctons that, along with the exption of intest Income and reaively low
taxation of equity income, confered a net tax subsidy on svings.

* Intoduction of a presumptive (ump sum) tax for small trade and trasport opeato, and income atribution
('clubbing') ndes to prevt income splitftng.

X Better targetng of the weath tax to discoug investment in unproductive/luxury assets-this is also a way of
taxing the income-in-kind yielded by these assets.

-M -e home Tax
• Indexation of the cost basis for calculating pital gains and a new, unifotm capital gains tax rate of 20 percen

for non-corporae asees and 40 peren for companies.

• Long-term and shon-term capital gais tax rates of 10 percen and 30 percent respectively for portolio
invesm s by foreign Insional investois.

* Rationaized depreciation allowances under the copore income tax-a muiform 25 percent declining balance rate
is now allowed on al plant and machiny purases.

o More neral treatm of patehips by taxing net parip iome at the 40 percent corporate rate.

* Exemption from the speca interest tax an banks for intest income from export credit.

* Five year tax holiday for ivestmen in power, dustrily-bkwad States, electonic hardware and softwae
parks.

Cutms Duties
* Reductons in maximm tariff rat fom 150 pern in 1991/92 to 85 pecent or less-excluding consumer goods

imports for which the maxidmum tariff was reduced from 255 perent to 150 percent-with a maximum tariff rate
of 35 percn for most capital goods.

* Consolidation of the amuliary and basic duties, with an overall narowing of the duty stucture.

Excise Dudes
e Ratonalizion of the excise dut system -including a merger of the basic duty with the special surcharge.

Increased exempdons and reduced rates for a wide range of consmnption goods, for machinery entering into
agriculture and fishig, and for most inputs to the texles and housing industries.

o Uniform ad valorem duties to replace spocific dutes on mAjor non-ferrous metals.

* Eminmation of the higher notiona credit for small-scale producers.



- 31 -

Re V Issus and Pdorites in to Near Term

2.13 The measures adopted ths fi-which imply clear improvements in the transparency of the
overall tax system, as well as a broadening of the personal income tax base-represent important steps
in the process of tax reformn India. However, a numer of issues are still to be addressed. in
particular, the cuts in customs and excise duty rates in 1992/93 and 1993/94 budgets resulted in
significant revemne losses (see Table 2.3). In light of the need for both further tariff and fiscal deficit
reductons, priority must be given to enhancing domestic tax revenues through more strenuous collection
effonrs and a broadening of the tax base.

Table 23: Rvenue Impact of Recent Tax Refomns
(Rs billion)

Center States

1992J93 Budt

Excise Duties -11.5 -10.6
Customs Duties -20.2
Direct Taxes +3.6 +4.4

Net Revenue Effect -28.1 -6.2
Percent of GDP - 0.4 -0.09

1993/94 Bude

Excie Duties -7.1 -5.4
Customs Duties -32.7

Net Revenue Effect -39.8 -5.4
Percent of GDP - 0.51 -0.07

Source: Union budget douens, Government of India

2.14 However, revenue aent aot be pursued at the expense of fiurer simplification
and rationaliation of the domestic tax structure, which are required to improve efficiency and
competitiveness. Moreover, in indues such as textiles, where both final products and inputs are
imported, tariff reform must be coordinated with excise duty reform. In short, domestic tax reform will
have to proceed along a broad frot, as oudined below.

2.15 Domestic excise taxes. The Government has requested the National Institute for Public
Finance and Policy to examie possible designs for a national VAT system. However, implementing a
fill VAT is likely to be a long and difficult process. It is esentihtat ways be found to broaden the
MODVAT base during the transition. The following steps need to be considered: (i) replacement of more
specific rates with ad valoram rates, coupled with a move to a etier structure-with rates ranging
from 10 and 20 percent; (ii) an inease in the coverage of MODVAT to include most manufactured
goods, and exension of MODVAT input credit to all productive inputs, including most capital goods and
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(iii) inclusion of more services in the MODVAT base-as a first step, the Chelliah Committee
recommends a separate services tax on advertising, insurance and stock broker services, and residential
services such as telephones.

2.16 Corporate income tax. There has been relatively little reform of the corporate income tax
regime to date-largely as a result of concerns over potential revenue losses. However, given the need
to stimulate private investment, serious consideration needs to be given to eliminating the corporate
surcharge on domestic companies and reducing the tax rates on dividends, interest and royalties for
foreign corporationsY The extension of MODVAT credit for the excise duty on machinery needs to
be considered as well. Agricultural source income needs to be included in the corporate base as well.

2.17 Personal income tax. Measures that need to be considered in the area of personal income tax
include: (i) inclusion of the value of fringe benefits in taxable income especially for housing and
concessional loans for non-salaried assessees; (ii) inclusion of agricultural source income-above some
fixed amount-in the personal income base; (iii) adoption of a presumptive income tax for small
businesses whose turnover places them beyond the reach of the current lump sum tax on small business;
and (iv) discontinuation of the recent practice of introducing new deductions and exemptions-such as
those cooperatives-just as others are being removed, since they create new opportunities for tax evasion
and work against base broadening.

2.18 Transitional revenu haing augemM. As noted above, the current revenue-sharing
arrangement between the Center and the States makes the former's fiscal adjustment much more difficult.
Given the urgency of continued fiscal deficit reduction, consideration needs to be given to some sort of
transitional arrangement to ease the burden of the Center's revenue adjustment. For instance, new excises
that are levied by the Center could be exempted from the revenue sharing arrangement. Alternatively,
the Center could commit itself to transfer to the States a certain proportion of GDP, which would allow
it to keep any additional revenues stemming from a broadening of the tax base and improved tax
administration. Over the medium term, however, progress towards a national VAT will require a
thorough re-examination of the division of revenue and expenditure responsibilities between the Central
Government and the States. These issues are being examined by the recently constituted 10th Finance
Commission.

Overall Assessment

2.19 The Government attaches considerable importance to the reform of India's tax system. The
Chelliah Committee on Tax Reforms has provided a comprehensive blueprint for reform, which has been
endorsed by the Government. Measures adopted in the context of the last two Union budgets have
introduced many of the recommendations of the Cheltiah Comnuittee, and have brought notable
improvements to India's tax system. However, a considerable reform agenda remains. Further progress
with reform of both customs and excises will inevitably result in revenue losses in the near term.
Consequently, attention must be given to broadening the base for domestic taxation, and improving
administaion and compliance. Consideration needs to be given to some form of transitional
revenue-sharing arrangement between the Center and the States, in order to ease the burden of tariff
reductions on the Central Government. Over the medium term, the whole issue of the expenditure and
revenue responsibilities of the Center and States will have to be re-examined (see para. 3.33).

3I As noted in Chapter 1, India has signed a large number of tax treaties that provide for a variety
of concessional rates of withholding. It would be desirable if the system could be simplified through the
adoption of a common structure with moderate rates.
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C. Consolidatin Trade Liberalization

O)vervie

2.20 The Govermnent has indicated that further trade reforms are required to provide an impetus
to output growth and exports, and is committed to achieving a substantial liberalization of India's trade
regime within the next four years. Its principal objectives, as outlined in the documents of the Eighth
Development Plan, are: (i) to lower the average tariff rate to no more than 25 percent; (ii) to eliminate
quantitative restrictions on imports-except those pertaining to enviromental and security concerns; and
(il) to promote rapid and broad-based export growth.

2.21 The recent major reforms in tariff protection and quantitative restrictions over the past two
years are expected to yield significant improvements in the competitiveness of the Indian economy.
Nonetheless, despite the recent progress, the pace of trade liberalization in a few areas-especially
consumer goods imports liberalization and removal of export controls-has been less rapid than would
have been desirable largely due to concerns over potentally negative balance of payments and fiscal
implications, and adverse socio-political reaction to the implied costs of industrial restrucuring and
adjustments in agricultural prices. The trade-off is between rapid liberalization in order to maintain the
momentum of reform on the one hand, and the risk of too rapid a pace leading to economic and political
disruptions and, potentially, reversal of the reforms. The danger of a graduated pace is that it could
delay the recovery in exports and private investment, and allow more tume for polidcal pressures to be
brought to bear against liberalization. This appears to be the greater risk in the present Indian context.
The impact of trade liberalization on export performance is invariably positive (see Box 2.2). Failures
to contain the balance of payments during episodes of trade liberalization in other countries have been
related largely to inconsistent demand management policies or prolonged periods of widespread rationing
prior to liberalization. In view of the considerable real exchange rate adjustment in India over the past
two years (about 30 percent since April 1991), and the progress made in reducing the fiscal deficit, it is
unlikely that further liberalization would result in a surge of imports that could not be accommodated
through prudent demand-management and contined flexible exchange rate policies.' Some specific
approaches to the sequencing and pace of future trade reform are outlined below.

Fuure Trade Reforms

2.22 Tariff reform. Notwithstanding the significant tarff reductions over the last two years, tariff
levels and duty collection rates remain very high in India and need to be reduced progressively to at least
the 25 percent average indicated in the Eighth Plan. Indeed, the current average tariff rate in India is
higher than those that prevailed in countries such as Turkey, Mexico and Indonesia before they
implemented their trade reforms-Indonesia, 29 percent in 1985; Mexico, 24 percent in 1985; and Turkey,
39 percent in 1983 (see Table 2.4 below). Another notable feature of the tariff structure in India is the
large share of customs revenues derived from items with the highest tariff rates. In 1992/93, the single
largest share of revenues, 30 percent, was from imports that carried the maximum tariff of 110 percent.
The tariff cuts proposed in the 1993/94 Union Budget are estimated to cost the exchequer Rs. 33 billion
(0.4 percent of GDP) in foregone revenues.5' These figures indicate that the fiscal impact of tariff
reduction (in terms of revenues foregone) is likely to be greatest in the initial stages.

4' This conclusion is supported by formal tests for accumulated excess demand in the Indian economy.
See Otoo, Samuel and Hong Wei. 1993. "Testing for Evidence of Repressed Inflation in India".

"' This calculation assumes no changes in the exchange rate or in the volume of dutiable imports.
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2.23 Customs revenus accounted for an esimated 44 pearen of net Cenhal Govermot ta
revenues in 1992/93 (about 3.5 peen of GDP). Preiminary estimates indicaw ht an average tiff
rate of 25 percent in 1996/97 would reslt in customs reveies equivalent to about 2.7 percen of
GDP.6' As noted in the previous Section, a kis revemi loss iies that further tariff refobr in India
needs to be pqwsumd in paraelf with a comprehensive tax reform along the lines prposeod by die Cheliah

2.24 A final siking feature of the Indian trade regin is the lae volume of impors that aract
no customs duty-i 1992/93 these miade up 27 percent of mrhnlbe imports (excluding those on
Advt te License for exporte). In adhion, the myriad of exemptions associud with each taiff

61 Preeie estimates of the revemie loss from tanrff refor are difficult to obtain given the nherent
uncuty as to: the price elastcity of mmport demand as tuft are reduced; the extent of demand for
consumer goods imports as these are iberalzed; anW the exten of real echang rae depreciation that
mig n occur over this penod.
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phase of tariff reform. For instance, it is estimated that a 10 percent minimum tariff in 1992/93 would
have yielded additional tariff revenues of about Rs 6.2 billion (roughly 0.1 percent of GDP).

Table 2.4: Tariffs and Collection Rates /a
(in percent)

Maximum Tariff Average Tariff Collections /k

India 85 (1993) 47 (1993) 30 (1993)
Indonesia 60 (1991) 10 (1990) 5 (1989)
Korea 30 (1985) 9 (1992) 6 (1990)
Mexico 20 (1990) 10 (1990) 5 (1990)
Philippines 50 (1992) 17 (1992) 10 (1992)
Tbailand 60 (1985) 19 (1985) 13 (1985)
Turkey 50 (1989) 17 (1989) 13 (1989)

Note: La The figures within the parentheses indicate the applicable years.
/k Tariff revenues as a proportion of value of imports.

Sou: Staff estimates.

2.25 The Chelliah Committee Report on Tax Reforms has recommended a broad tariff structure
containing eight duty slabs-ranging from zero percent for basic foodsuffs such as cereals to 50 percent
for finished products. Moreover, the Eighth Plan indicates that the Government intends to pursue early
and more substantial reductions in tariffs on capital goods imports. The rationale for this approach is to
minimize incentives for deferment of private investment created by expectations of future tariff
reductions. However, this approach is likely to increase distortions in domestic incentives by raising
protection for final goods industres, and undercores the need for bolder action with respect to conmer
goods liberalization.

2.26 Removal of QOantitative Restrictions on Imports. As the process of trade reform progresses,
the remaining quantitative restrictions on intenmediate and capital goods imports will have to be
eliminated, and action taken to libtraliz, consumer goods imports. With the re-unification of the
exchange rate, the cost of subsidizing "bulk" imports-such as petroleum products and ferdlizer-which
were imported at the lower, official exchange rate is likely to prove prohibitive. Consequenty, it is
expected that more "canalized" imports will be decontrolled in the coming years.7" Removal of import
restrictions on second-hand capital goods would be needed as well, since this would allow access to levels
of technology that, while not at the forefhnt of the international frontier, would be competitive in the
Indian setting. This measure would enable India to improve its competitiveness in industries that the
newly-industrialized countries are vacating as they move up the technology curve.

indeed, the 1993/94 Union budget makes no provision to compensate the canalizing agencies for
the loss of this subsidy.
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restrictions on second-hand capital goods would be needed as well, since this would allow access to levels
of technology that, while not at the forefront of the international frontier, would be competitive in the
Indian setting. This measure would enable India to improve its competitiveness in industries that the
newly-industrialized countries are vacating as they move up the technology curve.

2.27 The more difficult issue is the liberalization of consumer goods imports. As noted above,
the authorities are concemned about possible complications for balance of payments management. There
are also political economy considerations that cannot be ignored-as in other developing countries,
consumer goods imports tend to be associated with conspicuous consumption by the wealthy. While a
major liberalization of consumer goods imports may not be feasible, it is critical that the process be
initiated as soon as possible. It is equally important that the initial measures adopted constitute a clear
and credible signal of the authorities commitment to rationalizing protection for the economy as a whole,
so that domestic economic agents begin to adjust in the right direction.

2.28 Several options are available for such an approach. One option would be to initiate a
conversion of quantitative restrictions into tariffs followed by reduction of these tariffs. Another would
be to auction quotas for consumption imports. A third option would involve a gradual expansion of the
quota ceiling. In general, tariff-based approaches are preferable to quotas as they are more transparent,
allow adjustment of the quantity of imports to price and cost signals, and provide revenues to the
government rather than rents to the license recipients. The difficulty arises over the detennination of the
level of these tariffs. This is especially complicated in the case of india where consumer goods imports
have been effectively banned for several decades. In view of the desirability of avoiding policy reversals,
error on either side could create problems. The principal risk in having tariffs set too low is a surge in
imports that would not be financeable and/or would imply politically unacceptable costs to domestic
industry. On the other hand, the risk of seting tariffs too high is that trade could be more restricted in
the long run if it proves difficult subsequetly to reduce these tariffs.

2.29 The option that the Indian authorities have adopted recently involves a reduction in the tariff
rate applicable to so-called "baggage imports" (up to US$5,000 per passenger) from 255 percent to 150
percent and a "special import license" (SIL) scheme, which allocates licenses to exporters for imports
from a narrow list of consumer goods. The amount of the license is set in proportion to the recipient's
foreign exchange earnings, and the proportions are diffeentated according to the type of exporter. The
scheme has several posidve features. First, the licenses are transferable, which allows for some
transparency-the premium commanded by these licenses provides a potentially useful indication of the
tariff equivalent of quantitative restrictions. This information could be useful if the Government decides
to pursue the tariffication approach at a later stage." Second, by linkdng imports to export receipts, the
SIL scheme contains the balance of payments impact of liberalization. Finally, and most importantly,
the direct linkage to export incentives renders it a more politically acceptable form of consumer goods
liberalization.

2.30 Despite these attractions, the SIL scheme could be strengthened in a number of ways. First,
the list of permissible imports needs to be expanded to include all consumer goods, with the exception
of a small negative list. Second, the licenses could be issued against a uniform share of export earnings,
rather than the differentiated shares as at present. Finally, it would be desirable to announce a

u The value of this information depends on the comprehensiveness of the list of pennissible imports
and, as such, is limited by the restrictiveness of the current list.



-37 -

medium-term program whereby the proportion of foreign exchange earnings available for this purpose
would be increased progressively. The objective would be to bring the premium on the SILs down to
zero over a period of 4 to 5 years, with a view to shifting completely to tariff protection.

2.31 Stmgthening export promotion schemes. Rapid export growth in India requires continued
flexible management of the exchange rate and further decontrol of export restrictions. Measures to
achieve the latter would need to be accompanied by domestic pricing and procurement reforms in order
to facilitate a rapid and efficient supply response (see para. 2.65). In view of the continuing high level
of import protection in the Indian economy, export promotion schemes are required as well to counter
the disincentive effects of excessive input costs and the profitability of production for the domestic market
during the transition. A number of schemes are already in place, including duty-free import schemes;
duty concessions on capital goods imports; income tax relief for exporters; and interest rate subsidies on
pre- and post-shipment finance. There is considerable scope for strengthening the workings of the duty-
free import schemes for exporters, which include the Duty Exempdon Scheme (which provides exporters
access to duty-free imported inputs), the Duty Drawback Scheme (which reimburses exporters for indirect
taxes paid on their inputs), the Export Processing Zones (EPZs) and the 100 percent Export Oriented
Units (EOUs).

2.32 Since 1991, a number of improvements have been made in administrative arrangements for
accessing duty-free imported inputs for direct exportrs through the Duty Exemption Scheme. However,
the procedures for indirect exporters are so complicated that few avail themselves of this facility. Indirect
exporters are therefore at a disadvantage vis-a-vis foreign suppliers, which results in a lower domestic
value-added content of Indian exports. In addition, despite the progress made in the April 1993 Export
Import Policy in simplifying procedures for obtaining duty-free imported inputs, much remains to be done
to streamline the paper work involved. Changes have been made recendy to the Duty Drawback Scheme
as well, in an effort to expedite processing of indirect duty rebates, which in some instances had taken
over a year in the past. The impact of these policy changes, however, remains to be seen.

2.33 Finally, India's EPZs and EOUs have not been very effective in export promotion, largely
as a result of excessive administrative hurdles and, in the case of EPZs, poor infrastrucre services.
Exports from EPZs/EOUs account for only 5 percent of Indian exports. Proposals to salin/simplify
the administraton and policy framework of the EPZs and the EOUs are currently being examined.
Private sector participation in the management of the EPZs is under consideration as well. Such
public-private partnerships have been extremely successful in countries such as China, and could be
particularly important to improving infrastructure services.

D. Acceleran Financial Sector Reform

2.34 Despite the imnportant reform measures taken since July 1991, India's financial system still
faces a numer of fndamentl problems. Due to past loan losses and restrictive regulation, most of
India's nationalized commercial banks will have to be recapitalized and/or restuctured by the Government
in the near future to restore their financial health on a sustainable basis. At the same time, the structral
adjustment underway wGi put additional stress on the already weak financial institutions as the
profitability of firms that flourished under the previous regime comes under increasing pressure. The
experience of a number of countries over the past two decades indicates clearly that a delay in dealing
with the problems of the financial system in India would tend to frustrate stabilization efforts while
creating incenives for wasting resources needed for economic recovery (see Box 2.3). In the present
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Indian setting, three issues are particularly crucial to the management of the transition: (i) restoring
financial health to the banking system; (ii) liberalizing financial policies; and (iii) development of a broad
market for government securities.
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P-estoring Finan-cial HealtI, to.te kp~~!Mmla-tth S!J kBogngtem

2.35 The recent experience of other countties suggests that tihe budgetaf y cost of restoring
flnancial health to an impaited financial system can he managed In a number of ways (see Box 2.4). In
the present Indian setting, restoring financial health to the banking system on a dorbRle biasis requitres
(i) a proper recognition of the extent of loan impairment in banks' balance sheets, along with the
development of a viable financitg package to fill any net-worth defleeney associaterd with the write-off
of losses as well as problem loans; (ii) Imptoved loan colleetions; (iii) restructurinig and increased
commercial orientation of the most troubled banks; and (iv) recapitalizing banks to meet the RI's new
capital adequacy norm of 8 percent of risk-weighed assets by March 1996.
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2.36 Recognition of loan loss.m India's nationalized commercial banks have incurred substantial
loan losses that, for the most part, have not been reflected in past income statements nor in current
balance sheets. A proper recognition of the extent of loan impairnent in banks' balance sheets is
underway, together with the dievelopment of a financing package to fill the existing net-worth deficiency.
Preliminary estimates from the RBI, based on the banks' 1991/92 balance sheets, suggest that a
provisioning requirement of about Rs. 100 billion (about 1.4 percent of 1992/93 GDP) is required if
losses are charged off, reserves averaging 50 percent are set up against doubtful loans and reserves of
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10 percent are applied against substandard loans.9" The 1993/94 Union budget provides for an initial
infusion of Rs. 57 billion in the form of new Government bonds. Priority needs to be given to the
stronger banks, particularly those with overseas branches. These securities should be linked to the 364
Treasury Bill rate so as mitigate the interest rate risk that commercial banks would otherwise be exposed
to as their large holdings of government securities are marked to market.

2.37 Improving loan collections. A concerted and successful effort to collect on non-performing
loans could materially reduce the cost of bank restructuring and improve resource allocation by
transferring certain assets to more productive use. To maximize the returns from non-performing loans,
simultaneous efforts have to be made to establish appropriate incentive mechanisms for improved
collections, implemetion of legal reforms and streamlinig of admintrative procedures. Generally
speaking, it is easier to devise such incentive systems if government assistance is combined with
privatization. In this context, the Government's decision to allow commercial banks to approach the
market for equity capital is a major step. Legal reforms could also increase the magnitude of loan
collections and at the same time reduce the time involved in such efforts. The Government has presented
to Parliament the necessary legislation to allow for the establishment of Special Tribunals in large cites,
with jurisdiction over bank claims arising from large defaulted credits. A strngthening of laws to
expedite debt recovery will be required as well. Finally, it is important that systems be established that
deal with smaller loans expeditiously and avoid overwhelming banks and regulators with excessive paper
work.

2.38 Ecstr nu and r eaitizauon. There are several options for dealing with the most
insolvent banks. Where closure is mdicated, the most pragmatic solution would probably be to merge
them with stronger banks, giving management of the acquiring bank considerable flexibility to consolidate
offices and to pare existing staff where warranted. This is broadly the approach being pursued currentiy
by the authorities.

2.39 In addition to filling the gap created by the need to provision for past losses, the authorities
are committed to a policy whereby banks meet international risk-based capital standards. Indian banks
with overseas branches are to meet the new standard by March 1994. Other banks are to meet that
standard by March 1996. Aggregate balance sheet data suggest that risk-weighted assets are about half
the value of total assets of the commercial banks. Thus, attaining the mandated 8 percent risk-based
capital level would require capital of about 4 percent of assets, assuming the current level of bank capital
is zero. The additional capital would have to come from banks' own resources in the form of retained
earnings and reserve revaluation, and from private equity participation. Promoting private sector
participation will require greater management autonomy and progress in reform of industrl relations,
since the banking industry is one of the most heavily unionized in the country. Given the magnitude of
the funds required, it would probably take several years for the private sector to meet the capital needs
of even the stronger banks. To help ensure that the RBI's capital adequacy guidelines for banks with

9' The banks' provisioning needs will increase as the new regulations for income accrual and loan
loss provisioning are phased in over the next three years. Additional provisioning will also be needed
to "mark to market" the banks' large holdings of government securities. As from the 1992/93
accountng year, banks are required to mark to market a minimum 30 percent of their approved
searities. The capital loss stemming from this will be about Rs. 20 to 37 billion depending on
prevailing interest rates on govermment securities.
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overseas branches are met by March 1994, priority needs to be given to these banks in the allocation of
budgetary funds.

Liberalizing Financial Policies

2.40 In the prevailing environment of high mandatory reserve requirements, directed credit
schemes and high cost of capital, the costs of entry to the conunercial banking industry in India are
relatively high. Banks need to earn a return of about 20 percent on their commercial lending business
in order to cover their marginal costs alone-abstracting from taxes and loan losses. In order to ensure
the efficient and competitive functioning of the banking system, the Govenmen needs to: (i) reduce
substantially its recourse to bank credit through statutory reserve requrements; (ii) deregulate lending and
deposit rates; (iii) reduce the scope and subsidy element of directed credit; and (iv) move to a market-
based system of monetary management and control, and funding of government debt.

2.41 Reducing reserve reauirements. An early priority must be firther reductions in the statutory
liquidity and reserve requirements. In 1992/93, SLR colections met about 17 percent of the Central
Government's internal financing requirements and absorbed about 38 percent of banks' deposits. In April
1993, the RBI announced that the SLR would be reduced to 36.75 percent in four stages during 1993/94.
This is a smaller reduction than that implied by the decline in the Government's overall financing
requirements, and apparently reflects a desire to compensate for reduced collections under the various
Small Savings Schemes that allow Central and State governments to tap household savings directly. In
view of the Goverunent's target for an average SLR of no more than 25 percent by 1996/97, this pace
of SLR reduction appears too slow. Considering the need to strengthen the profitability of the
commercial banks, and to free resources for the private sector, a much faster pace of SLR reduction
would be desirable. This would help also to increase the fiscal discipline being imposed on the States.

2.42 The usefilness of the cash reserve requirement (CRR) as an instrument of monetary policy
has been blunted by the need for the RBI to pay interest on a sizable portion of these reserves.10' As
a result, the RBI has had to resort to other instents to control money and credit supply-including
quantitative credit controls and the minimum lending rate-that have restricted the competitiveness of the
commercial banks. The Government's goal is to reduce the CRR progressively from 15 percent at
present to 10 percent by 1996/97-in line with the projected reductions in the monetized portion of the
fiscal deficit. To this end, the RBI anounced a one percentage point cut in the CRR to 14 percent in
April 1993. In parallel with the reductions in the CRR, the Govermment intends to place greater reliance
on open market operations for liquidity and monetary policy management. A faster pace of CRR
reduction and a lower final level would be desirable in order to make the CRR a more useful instrument
of monetary policy. However, the transition to a market-based system for funding Government debt and
conducting monetary policy requires further interest rate deregulation and development of a broad and
active primary and secondary markets for dated Government securties.

2.43 Deredulating interest rates. Commercial banks' term deposit interest rates (with the exception
of certificates of deposit) and minimum lending interest rates are still administratively determined by the
RBI. The minimum lending rate is used by the RBI to signal its intentions with respect to the overall

/ The latter feature has made the CRR essentally indistinishle from other forms of government
debt, with the exception that the RBI provides its servicing.
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direion of interest rate policy. However, the minimum lending rate impedes competition in the lending
market. The Government recognizes the need for further interest rate deregulation. Its key concern is
to sequense the deregulation of interest rates in such a manner as not to jeopardize the fragile financial
position of banks during the transition period when substantial past losses have to be recognized and
provisioned for.

2.44 A pragmatic strategy for interest rate liberalization would be to begin by freeing interest rates
on government securities. As the government securities market develops and deepens, its interest rate
would gradually gain acceptance as the benchmark rate for the financial system. The sequence in which
the maximu deposit rate and minimum lending rate are removed is important. If the maximum deposit
rate is removed first, competiton among banks would probably lead to higher deposit rates. With the
minimum lending rate still in force, commercial bank profitability would come under pressure. To the
extent inter-bank competiton permitted, bank lending rates would rise as well. This would dampen
investment demand, and could reduce the pool of creditworthy borrowers, since such entities would
inevitably shift to alternative fimding sources. A better sequencing alternative would be to remove the
minimum lending rate before the maximum deposit rate. Better bank customers would then be in a
position to bargain for lower interest rates. While this sequence would tend to reduce commercial bank
profitability as well, bans could reduce their deposit rates. The central point is that this sequencing
would keep bank from egaging in "distress" lending strategies to cover a high deposit rate stmuture,
and is more likely to generate lower interest rates.

2.45 A final issue is the need for improved coordination between interest rate policies and
exchange rate policies in the transition period. D-ring the 1980s, large, persistent differentials between
real domestic interest rates and those prevailing abroad resulted in capital flight and adverse speculation
aainst the Reseve Bank. With the growing openmess of the economy to trade and capital flows, and
greater role of market forces in the determination of the exchange rate, the potential for destabilizing
capital movements will increase. Consequendy, particular care needs to be exercised in the setting of
domestic interest rates so as not to generate excessive volatility in the exchange rate or balance of
payments.

2.46 abogi rov sector lndin. Currenly at least 40 percent of commercial bank
lending must go to priority sectors, with half of this lending at subsidized interest rates. The uniform
lending targets and concessional rates have resulted in strains on the profitability of the banks and other
financial institutions involved in such lending. While there have been some adjustnents and
simplification of the priority sector lending rate strcture since 1987, the current interest rate regime
precludes the possibility of profits on much of the priority sector lending and contributes to the lack of
discretionary lending autonomy. The prime issue, however, is the lack of credit discipline, reflected in
high loan overdues and defaults. For instance, overdes in the rurl credit portfolio of the commercial
banks are curently estimated at about S0 percent of total payments of principal and interest. Reasons
for overdues and defaults are varied, but lack of bank autonomy and pervasive political interference have
been important contributory factors. Such interference is perhaps best exemplified by the 1989 loan
waiver scheme, which has exacerated the general psychology of non-repayment and is expected to cost
the Cetal exchequer a total of about Rs. 48 billion."'

' An incidental benefit of the waiver scheme was the partial cleansing of bad debts in bank
portfolios.
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2.47 The incsing use of the nural credit system to serve poverty alleviation objectives through
the Integraed Rural Development Programme ([RDP) needs re-examination. IRDP overdues are
particularly high and tauly productive investments often sadly low. Political interence in the
Programme and the use of proxy-applicants by the influential and wealthy are ubiquitous, largely
defeaing its poverty alleviation objective. Finally, insttutional and policy reforms are required to
improve resource mobilizadon by grassroots institutions such as the regional rural banks (RRBs). These
institutions have had little incenive to do so in the past due to their access to concessional refinance from
apex agencies such as the National Bank for Agricultural and Rural Development (NABARD).

2.48 The reform strategy in this area will have to combine measures to eliminate the subsidy with
a better targeting of eligible borrowers. As the supply of loanable funds available to the banks increases
with the lowering of the SLR and CRR, alternative mechanisms will have to be devised tdat respond to
the reqiements of creditworthy borrowers yet minimize the adverse incentive problem inherent in the
present directed-cum-subsidized allocation system. Some alternative mecbanisms that have been
successhl in other countries include rediscount facilities, as in Colombia, and credit auctions, as in
Bolivia and Chile. In the specific case of mral credit, there are a number of ineresing programs in other
developing countries (such as the Grameen Bank in Bangladesh, the Badan Kredit Kecamatan in Indonesia
and the Bank for Agriculture and Agriculture Cooperatives in Thailand) that could provide useful insights
for reform in the Indian context.'2 ' More generatly, increased autonomy witl have to be pursued within
the context of a program to streghen the financial infrastuct and capital base of the specialized
financial Instiutions engaged in this lending.

Delvelopin the Govermnent Securides Market

2.49 Development of a broad and active market for dated govemment securities, that atlows
secondary trading as wett as an orderly absorption of new issues, is a prerequisite for effecting the
transition to a market-based system of funding govermment debt and for the conduct of monetary policy
through open marloet operations. The government securities market in India consists of two main
segments, the T-bitl market and the dated (i.e., long-term) securities market. A number of specific issues
need to be dealt with in both segments of the market.

2.50 The T-bitl market. In April 1992, RBI introduced forghty auctioning of 364-day T-bills.
The auction is open to all commercial banks, large institonal investors like insurance companies and
registered provident funds, and other, nonbank, finacial institutions. While the RBI does not participate
directly as a purcaser in these auctions, the volume of the auction is not preannounced either, giving the
RBI the option of adjusting the supply to arrive at its "managed" rate. The RBI is concerned that if it
were to preannounce the auction quantity it might not be able to meet its funding targets without
substanta increases in the yields. However, the RBI's current practice of managing both supply and
yields is not sustainable. The overwhelming bulk of the demand for T-bills stems from the SLR
requiWremnt of the banks, and the Discount and Finance House of India-the RBI-owned securities
dealer-is the only active market maker. The DFHI has been obliged to maintain a bid-offer yield spread
of 50 basis points on 364-day T-bills; about five times as large as the typical spread in the interbank
market.

12' See Dailami, Mamoor and Sumeet Thakur. 1993. "Perctives on Priority Sector Lending and
the Development of Alternative Mechanisms in India".
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2.51 A variety of measures are required to resolve these problems. The RBI could announce a
fixed quantity as in the United States, a minim quantity as in France, or a quantity range. Such a
move, however, woutd need to be accompanied by complementary measures to strengthen the RBI's
expertise in several areas-includig conducting open market operations and forecasting short term
liquidity in the market. There needs to be a gradual weaning away from the current reliance on SLR
requirements as a means of assuring funding. Currently, the low volatility of prmary market rates
implies that potential market-makers in the secondary market have very little incentive to do so, and
iliquid secondary markets charterized by inordinately high bid-offer spreads inevitably emerge. An
alternative would be to set up a network of well-capitalized, primary dealers who would be required to
bid for a minimum quantity in the auction. The RBI could facilitate this by restricting the auctions to
primary dealers, and requinng other investors to meet their needs in the secondary markets. Once again,
complementary steps would be required to strengthen the RBI's dealer network supervision capabilities,
and to rationalize settlement procedures in the government securities market.

2.52 The dated securides' market. The mechanics of the dated securides auction are identical to
those of the T-bill auctions with three exceptions: (i) the RBI does not follow a published calendar; (ii)
the auction quantity is preannounced; and (iii) in the case of bonds issued by the Government of India
and its agencies, the RBI participates directly in the auction. In addition, the RBI maintains a 13.5
percent ceiling on coupons of 15-year Government of India securities and a 13.5 percent rate on 10-year
State govermnent securities. The secondary market for dated securities, always very illiquid, has almost
ceased to exist due to the ban on repurchase ("repo") transactions in dated securities imposed in the wake
of the recent securides scandal.

2.53 In light of the above, faster development of the dated securities market will probably require
fiuther liberalization of both primary and secondary markets. Specifically, the RBI needs to adopt a fixed
schedule of auctions, and should consider refraining from participation in the primary market. The
ceiling on the auction coupon rate needs to be removed as well. Since inflation is currently under
control, these measures would probably lead to a narrowing of the high yield differentals prevailing at
present. The current ban on repo tansctons needs to be reconsidered as well. In free capital markets,
repo transactions not only provide a means of financing long and short positions but establish a vital link
between the T-bill and dated-securities markets.

2.54 A final issue that needs to be addressed is market-funding of State goverments. At present
the RBI places all State government securities (which are eligible for SLR holdings) at the rnne fixed
rate. The RBI is concered that freeing up the market would result in diffkrent States being funded at
different costs according to their credit rating. This problem could be addressed by setting up a separate
fiancial entity that would be collectively owned by the States. This entity would issue "bundled" State
securities, thus ensuring that the market gets the average risk of States and prices it accordingly.
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E. Initiati Reform in Aglculture

Challenges for Reform

2.55 India's agricultural sector (broadly defined to include forestry, fisheries and irrigation)
accounts for about one-third of domestic production, employs the bulk of the labor force and harbors
about 80 percent of the country's poor. lTus, bringing about an acceleration of agricultural growth is
one of the principal challenges faciDg the Indian authorities in their efforts to expand output and
employment, and to alleviate poverty. For some thirty years, the primary objectives of public policy in
this sector have been the achievement of self-sufficiency in basic foods, low and stable food prices and
improved opportunities for the poorer classes to participate in the growth process. Large public
investments in irrigation infrastucture and research, coupled with land reform to give ownership of land
to the landless and the introduction of high-yielding seed varieties and expanded use of fertilizer, have
resulted in some notable achievements-including self-sufficiency in rice, wheat, coarse grains, sugar and,
recently, edible oils and the eradication of famine.

2.56 These successes have created new challenges for the agricultural sector. Escalating
expenditures on a broad array of subsidies, and low rates of cost recovery have crowded out public
expenditures on efficient operations and maitenance, and new investments. Population growth has
increased pressures on natural resources-land, water, soil and forests. Private investment in the sector
has declined since the early 1980s and recent evidence suggests that yields of some traditional crops are
declining as well. Foodgrain production in 1991/92 registered a 1.5 percent decline despite the relatively
good monsoon. These recent developments, coupled with the limited availability of new uncultivated
lands, pose serious challenges to the country's ability to sustain its hard-won self-sufficiency in basic
foods, while improving the economic performanct of the sector through diversification and
commercialization of farming terp and exports. Moreover, despite increasing public expenditures
on rural employment programs and on input subsidies for smaller farmers, ldia's rural poor have not
benefitted from growth to the extent tat had been hoped. Rural people still earn only half of the
country's average per capita income.

2.57 Constitutionally, agriculture falls under the purview of the State governments. Yet, the
Center sets the broad directions of policy and must take the lead in reform. The Ministry of Agriculture
has prepared a draft Agricultural Policy Resolution that is under consideration by the Indian authorities.
Measures in the following areas need to receive priority in the near term: (i) reallocating public
expenditures in the sector from subsidies to investment; (ii) improving the structure of production
incentives through a removal of domestic market impediments and a greater integration with world
markets; (ffl) rationalizing price support and stocking policies, along with a reorganization of the food
subsidy system to target better the poor; (iv) generating and disseminating new technologies, especially
for non-traditional crops, diversified farming systems and post-harvest activities; (v) strengthening the
management and performance of the irrigation subsector; and (vi) rehabilitating forests and protecting
non-renewable resources.

2.58 Expanded rural road and electric power networks will be required, as will the completion of
unfinished public irrigation systems. More efficient use of land and water needs to be encouraged by
ensuring that farmers who are willing and able to adopt modem practices have better access to these
resources and modern technologies. Finally, a comprehensive program of reform for the rural credit
system (including the cooperatives, Integrated Rural Development Programme and NABARD) needs to
be pursed in line with reforms of the overall financial sector (see para. 2.46). Without such reform of
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the rural credit system, the financial viability of the system and its contribution to growth and poverty
alleviation will remain very nmch in question.

2.59 A program of bold reforms organized around the objectives noted above could be expected
to yield important benefits in both the short and long term. The reforms would contribute considerably
to the alleviation of rural poverty by creating additional employment, both on the land and in nearby
agro-processing, marketing and tertiary activities. Increased rural employment would, in turn, discourage
rural-urban migration and encroachment on marginat lands.

Initial Reform Themes

2.60 The above reform issues can be grouped under the themes of efficiency and sustainable
gg_ot. These themes are used below to develop an initial agenda for reform of India's agricultural
sector-with an emphasis on measures to increase the participation of the poor and the private sector in
the development of India's agriculture.

2.61 Rationalizing aricultural subsidies."' By far the largest subsidies and price distortions in
Indian agriculture are for fertilizers, surface irrigation and electric power. It is estimated that the explicit
and implicit subsidies related to these key inputs reach less than 20 percent of the farming community,
and are restricted largely to the more fortunate farmers cultivating under irrigation. Most Indian farmers
who cultivate in the rainfed areas receive little or no subsidy. Rapidly growing expenditure on these and
other subsidies have become a major drain on Central and State budgets, and have diverted resources
from long-term investments and efficient operation and mainteance (O&M) of existing assets.

2.62 These subsidies are important determinants of the crops and technologies selected by farmers.
Field reports from States where fertlizer use is particularly prevalent indicate that indciminate use is
adversely affecting soils and polluting groundwater. On the other hand, in poorer States where heavier
use of fertilizer would be in order, the absence of complimentary inputs like reliable irrigation and
location-specific high-yielding grain varieties limits demand for chemical fertilizers. Charges (cost
recovery) for surface irrigation water are usually less than 10 percent of the full financial costs, or 20-30
percent of proper O&M costs. The maxiumm ruml power tariff in the country is 50 paisa per kWh,
compared to the long-run marginal cost of over 150 paisa/kWh. Some States have a zero user charge
for rural power. In many irrigated areas, present cropping patterns and technologies would not be
financially viable if water or power were priced at their full financial or economic costs. In many
groundwater irrigated areas, excessive pumping is causing the water table to decline and the quality of
water is deteriorating.

2.63 These trends are not sustainable-financially or physically-and a phased elimination of the
fertilizer subsidy and measures to improve cost recovery in irrigation and power must become key
elements of future public policy in these areas. A number of steps have been taken recently, but much

13/ Issues related to reform of the rurl credit system are disssed in Section D above. Fiscal
aspects of subsidies for fertilizers, irrigation and power are examined in greater detail in Chapter 3 in the
context of a discussion of public expenditure reform. The food subsidies and the Public Distribution
System are examined also in Chapter 3. Subsectoral reform issues related to subsidies and cost recovery
for canal irrigation water and power are discussed in Chapter 4.
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more needs to be done-see paras. 3.19 (fertilizer), 4.20 (power) and 4.33 (irrigation). Some of the
considerable savings reaizable through reductions in expendiures on the fertlizer subsidy and improved
cost recovery rates could be utilized for completion of unfinished irrigation schemes and for proper
fuding of O&M expenditures. It witl be important to link the increased charges for water and power,
and the reduction of explicit subsidies, to increases in the prices of outputs (see below). Only then will
the increased costs be acceptable to a critical mass of farmers.

2.64 Finally, direct poverty alleviation expenditures by both Central and State governments in the
agriculture sector need to be rexmined. In 1991/92, the Central Govemment spent Rs 10.7 billion (0.2
percent of GDP) on 189 Centrally Sponsored Schemes. The schemes are intended to subsidize the
adoption by smaller farmers of improved technologies by providing them with seeds, fertilizers and
pesticides. However, large numbers of better-off farmers have been amnong the beneficiaries. Similarly,
the IRDP, which absorbed 30 percent of the refinancing resources of the NABARD in 1991/92, is
intended to subsidize employment and capital formation for the rural poor. But here again, many of the
beneficiaries have not been poor. Both programs, and similar operations like the "Food for Work" and
"Grants-in-Aid" programs, need to be reviewed thoroughly, with a view to improving their effectiveness
in meeting the Government's objectives and to targeting better the intended beneficiaries.

2.65 LLMiziSna domestic markets. Zoning and inal trade and production regulations currently
impede the functioning of domestic markets. Reforms need to consider elimination of: (i) all State
restrictions on the movement of farm outputs, particularly movement of rice and wheat from Haryana,
Punjab and Uttar Pradesh; (ii) octroi charges; and (iii) levy prices for items such as rice and sugar (this
measure would likely increase average prices received by farmers). Consideration needs to be given also
to alleviating trade restrictions, compulsory acquisition of crops, production controls and other constraims
imposed by public sector monopolies and commodity-specific boards, e.g., the Cotton Corporation of
India (CCI), the National Dairy Development Board (NDDB) and the Ministry of Textiles.

2.66 Many of the existng agro-industry regulatons have served as disincentives to private
investment in agro-processing and marketing. Beyond the regulations, the Center and State governments
have established parastatal and cooperative processing units. These public sector units have been
supported by concessional credit and have not had to adhere to certain restrictions, such as inventory
controls, that have been applied to the private sector. In addition, they have often prced their services
at levels below those at which the private secor can be financially viable. Reforms need to consider
elimination of: (i) remaining licensing regulations; (ii) controls, including selective credit controls, over
inventories and stocks; (iii) reservation regulations for the small-scale sector, e.g., for oilseeds crushing,
rice milling, bakeries and poultry feed; (iv) price controls for, e.g., cotton ginning and edible oil
processing; and (v) preferential access of cooperaives to subsidized credit. Constraints imposed by the
Essential Commodities Acts need to be reviewed and re ntions made for liberalization.

2.67 Lbrlizing external trade. The underlying goal of export and import reforms should be to
link agricultural prices in India to those in World markets. There is considerable evidence that India has
a comparative cost advantage in the production of a variety of agricultural commodities, yet most are
discriminated against-limiting their production and export potential. The removal of export controls on
disprotected commodities is likely to result in some increase in their domestic market prices. Mitigating
the impact of such price adjustments on the poor, and on the food subsidy bill, will require an
itensification of the Govermnent's efforts to target better its food subsidy program (see para. 3.26).
Export reforms need to consider elimination of: (i) export licensing and mininmum prices (e.g., rice, silk,
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pulses and edible oils); (ii) all canalization (onions, butter, ghee and other dairy products); and (c) special
permits (e.g., bastnati rice, cotton, wheat and sugar).

2.68 Similarly, import reform would require a phased removal of administrative restrictions. Apart
from oilseeds, it is unlikely that these measures would lead to further falls in domestic prices, including
prices of farm inputs, beyond those resulting from the 1991 trade liberalization.u4 ' An important
advantage of further liberalization, however, would be to make available better quality inputs and
equipment, incorporating modem technologies not presently available in India. Import reforms need to
consider elimination of: (i) import licensing for seeds, pesticides and farm machinery, and associated
inventory and other marketing controls; (ii) restrictions on foreign investment in agricultural input
industries; (iii) canalization of urea fertilizer imports and replacement with tariffs (to be tapered down
as domestic manufacturers modernize their plants); and (iv) retention prices for urea fertilizer plants.
Reforms need to consider complete deregulation of fertilizer prices, and further reduction of tariffs and
excise duties on synthetic fibers and yar-to encourage their use as exports of cotton are increased.

2.69 Imroving land use. Although land use and rights to land are politically sensitive issues in
India, future growth of agricultural output and employment will depend on more intensive production on
existing cultivated lands. A number of States have permitted limited leasing of land, which has resulted
in a consolidation and expansion in the size of units as farmers adapt to the new opportunities. Such
measures need to be encouraged. Central and State governments could encourage consolidation of
fragented lands, and permit leasing and sales of land within substantially increased land ceilings. In
particular, special provisions for leasing and higher land ceilings need to be introduced to encourage
establishment of agro-industries by the private sector. Cental and State govemments need to consider
instituting long-term leases of degraded public lands for commercial forestry. The leases or concessions,
which would likely cover tracts of 25,000 ha or more, need to be auctioned to the private sector. The
contracts, which need to be renewable, could include provisions whereby present encroachers on the lands
would have rights to employment and other participatory benefits deriving from the forestry investments.

2.70 =omoting agriculturl research and extension. Until recently agricultural research in India
has focussed on the improvement of seeds, disease control and farm production practices for traditional
grain crops, particularly rice and wheat. The Eighth Plan provides for a threefold increase in the amount
of public funds for such research. It is important that the bulk of this new effort be directed to
non-traditional crops such as fruits, vegetables and tree crops, and to livestock, integrated farming
systems, agro-processing and marketing. They embody the main opportunities for intensification,
accelerated growth, and increased employment and equity in agriculture well into the twenty-first century.
Incentives need to be improved for participation of the private sector in agricultural research-both
through in-house research and through contractng out.

'4tesearch has shown that much of India does not have a comparative cost advantage nn the
production of oilseeds, yet import restrictions provide protection as part of an import substitution policy
for edible oils.
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F. Prospects fot Adjustment and Financing

Growth and Internal Balance

2.71 To an extent not previously true in India, economic growth depends on the buoyancy and
efficiency of private investment. The securities scandal revealed in April 1992 and the civil disorders
following the Ayodhya affair in December 1992 inevitably set back the recovery in investor confidence,
and many business interests and potential investors have come to attach considerable importance to
maintenance of the momentum of reform. In this context, the 1993/94 Budget, which aims at a sensitive
balance between the needs of macroeconomic adjustment and strutural reforms, represents a watershed
in the management of India's transition to a more open and dynamic economy.

2.72 Within a framework of contimued fiscal deficit reduction, the budget provides a carefully
targeted package of incentives to: (i) strengthen export performance; (ii) stimulate industrial demand; (iii)
reduce the cost of capital goods; and (iv) improve the flow of credit to the private sector (see para. 1.19).
The proposed measures should help to strengthen major aspects of economic perfonnance in 1993/94 and
beyond. Nevertheless, a considerable agenda for macroeconomic and structural adjustment remains.
Measures with a high payoff in terms of fiscal stability, growth and exports must be given priority in
the next 1-2 years. Broad-based reforms of policies and institutions governing tax, trade and the financial
sector, as well as an unveiling of the long-promised policy for industial restructuring and bold initiatives
the agriculture sector will be critical.

2.73 Table 2.5 contains key indicators of the simulated performance of the Indian economy for the
period 1993-97 under a scenario of continued adjustment. The simulations assume a gradual recovery
of both private and public investment and a substantial improvement in the efficiency of such investments.
As a result, GDP growth would be expected to strengthen progressively to about 6 percent in 1996/97.
The importance of these efficiency gains-and correspondingly the importance of the ongoing reforms in
product and factor markets-to India's growth prospects cannot be overemphasized. Alternative
simulations (not shown here) indicate that without significant increases in overall productivity, the
Government's targets for fiscal and external adjustment over the next several years are likely to result
in much lower growth and higher inflation than India experienced during the latter 1980s.

2.74 The recovery in investment demand will depend critically on progress in reducing real interest
rates since the restrucauing and expansion plans of both public and private sectors are currently
hampered by the interest burden of past borrowing. In turn, lower real interest rates will depend on the
progress made in fiscal adjustment and on the availability of external capital. The key to fiscal
adjustment is to reduce the stock of Government debt as a proportion of GDP, thereby freeing resources
for the private sector through reductions in the statutory liquidity ratio (SLR) and cash reserve ratio
(CRR). In this context, non-interest public expenditures would have to be cut further in the near term,
but should recover as interest expenditures decline. Overall, domestic resource mobilization would be
expected to increase only modesdy in real terms-with increased colections from direct taxes and
domestic excises compensatng for lower customs revenues and a phasing out of the Government's
disinvestment program. Taken together, these developments should result in a steady reduction in the
deficit of the consolidated non-financial public sector over the next four-five years, which would be
reflected in gradual declines in the rado of domestic public debt to GDP and the interest payments burden
of the public sector.



-50-

Tuble 2.5: Selcle Ind n of Proe.m j9998
(Data ae In Perceage Ponts) Al

EstimAed Simulated
199/93 1993194 1994/95 1995/96 1996/97 1997/98

Real GDP Growth (6ior cast) 4.0 4.5 5.0 5.5 5.9 6.0

Domeic Inwestment/GDP 23.2 23.5 24.3 24.8 25.1 25.4
Private 15.0 15.4 16.0 16.5 16.7 17.0
Public 8.2 8.1 8.3 8.3 8.4 8.4

Naional Savilg/GDP 21.1 21.8 23.0 23.8 24.3 24.7
Private 20.4 20.2 20.7 21.0 21.1 21.3
Public 0.7 1.6 2.3 2.8 3.2 3.4

Public Sector Deflci/GDP kI 7.5 6.5 6.0 5.5 5.2 5.0
Public Domest Debt/GDP 62 61 60 58 57 56

ICOR -/ 4.3 5.2 5.1 5.1 4.0 3.8

Domestic Infaton 4J 10.1 7.5 6.5 6.0 5.5 5.0

R ExpRt Grwth .1.0 13.0 12.0 10.0 9.0 8.5

Real Import Growdh 9.0 8.0 8.0 7.5 7.5 7.5

Extenal Current Acount/GDP -2.1 -1.7 -1.3 -0.9 -0.8 -0.7

Fore Expange Reserves (US$ billions) 6.7 6.7 7.6 8.5 9.9 10.9
in Months Of Impots 3.6 3.3 3.3 3.4 3.6 3.6

Exlemal Debt Service Rato i 27 26 28 29 31 f/ 24

ExmemalDebt (US$ blihons) I 76 80 84 86 89 91

Extmal Debt/Export 293 270 249 231 215 200

Extenai Debl/GDP 31 32 32 31 30 29

Noles: gI Except whe otrwise diated.
l InvestmentSaving gap of the considad non- pubc sector.

.Five yea movn average.
4/ GDP deflator.
# As a propordon of curret receipts.
pi Reflects mauti of US$1.6 billon In Indian Deveopmen Bonds.
gi Excluding debt to the PSU and other mility debt.

Soluce: Staff esdmates.

2.75 Promoting the recovery in private investment will re also that pardcular attention be paid
to the foliowing five issues that were stessed in last year's Economic Memorandum: (i) reductions in
tariff rates to ensure that producers have access to inputs and capital goods at intemationally competitive



- 51 -

prnces; (ii) deregulation of pivate ivestment, includig remval of production and price contro (p the
GDculture sector, and a more pro-active stac e with respect to private participation in industries that have
been traditiofally reserved for the public seor, such as oil and gas; (iii) alleviation of consaim to
fUm ability to liquidate assets and retrench or lay off workers; (iv) promotion of foriei investment
through a frther sthramin of approval procedures and provision of supportive infeastructure services;
and (v) financial sector refoms to assure the availability of funds to the private sector at reasonable
interest rates.

2.76 It is anticipated that further reductions in the monetized portion of the fiscal deficit and
development of the government securities arrket would allow for a significan improvement in the
Reserve Bank's control over monetary aggregates. As a result, flation shoud decline steadtiy despite
short-term cost push pressures from further reforms of the comiplex system of subsidies, adlmustered
prices, and indirect taxes.

External Adjusment

2.77 Aghiinm exenal balae. India's prospects for external adjustment are subjet to
considerable uncertainty. The stock of external debt is estimated at almost US$76 billion (31 percent of
GDP) as of end-March 1993, and its servicing burden will constrain policy choices rdughout the 1990s.
Specifically, over the next five years, 1993-98, scheduled repayments of debt will average amnost
US$6 billion per year-peaking at over US$8 bllion in 1996i97.si The magnitude of these repayment
oblgatons mandates that the exteral csurrent account deficit be reduced substantily over the next few
year. In view of the bulge in debt repayments beginning in 1994/95, much of this adjustment would
have to be effected withn the next two-threce years. The indicatoe of exenal performance contained
in the second panel of Table 2.5 show that the current account deficit would be expected to decline fm
an estimated 2.1 percent of GDP in 1992/93 to about 1 percent by 1995/96. The simadions embody
the assumption that this adjustment would be achieved largely through more rapid export growth,
avermging about 15 percent n doll erm. This level of export performance is cntical to the medium-
term prospects of the Indian economy and must be accorded the highest priority in naional economic
management.

2.78 Future xg pefomance will depend on considerable firther progress in broadening the
export base. In 1992/93, over 50 percent of mercandise exports was concentrated in textiles and
gannents, gems and jewelry, and chemical products. While the latter sector, along with engieerng
goods, electronics and computer software, have a large growth potental, exports of textiles, garments,
gems and jewelry (which together accounted for about 40 percent of exports) depend heavily on external
factors about which there is considerable uncertaity (see Box 2.5). This uncertnty underscores the
importance of the recent steps taken to reverse the long-standing bias against agricultural and other
non-traditional exports imparted by high trade and industral protection, and the concentration of export
incentives on existing manufacturd exports."'6 These steps need to be complemented by further

I' This compares with total repayments of about $3.6 billion in 1992/93.

w Taken in conjunction with agricultural policies that stressed self-sufficiency in an autarkic model
of development, this bias resulted in a steady decline in the share of primary goods in India's export
trade-from 40 percent in 1980/81 to about 21 percent in recent years.
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liberalization of export controls and import tariffs, as well as measures to improve the design and
finetioning of export promotion schemes, such as the duty-free import schemes for exporters. Measures
to decontrol exports of agricuural items would need to be accompanied by domestic pricing and
procurement reforms in order to facilitate a rapid and efficient supply response. Export promotion
requires greater attention to supportive infrastructure services as well, especially in the Export Processing
Zones (EPZs). Finally, continued flexibility in exchange rate policy will be important.

....S.. .. . Eth... number of extrlfactors-notably the Guf Crisis and coDlapse of the
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Industual y COrLWRIeS 5151) dampened .xpt QDai. -At the p t ure, towe, he outlook for Xt
extenalea~romnnt ve"the netfw b mI reasonabl brWt 4hr s g': gevdneofeooI

recwi~ I rt~or~irkt&sieba~th UitdStat.adBrpa onint,ad whatI4 oenmor
* eOow~.gowig.nwsdn o thse arkts y Idia exort-duingtheperodApril-November 1992,:~~~~~~~~~~~~~~~~~~~~~:t= W i]* .,

1e~~~~~~~~~~~~~~~~~e

ON

.0ot0o" etle.tte.uaae yoe 1peen nUS olrtrm,wieeprst h

......... intres rae. te lsoctaend athisoriall lo leels..ih te.b.cha...... a



- 53 -

2.79 lMo demand is likely to be heavily conditioned by the exact path and pace of further trade
liberalization, as well as by developments in India's energy sector and intenational oil markets.
Domestic oil production has been declining since 1989/90, resulting in rapid import growth. This
situation has arisen primarily as a result of difficulties in managing appropriately the key Bombay High
field, slow development of proven reserves, and weak demand-side policies. The Governmm recognizes
the threat posed by India's growing vulnerability to oil imports. The 1993/94 Budget doubled the Plan
outlay for the oil and gas industry, and reduced the industry's capital gods imponrt tariff from 30 percent
to 25 percent. The Oil and Natural Gas Commission is currly implementing several projecs to slow
the decline of oil output and to realize additional gas supplies. However, even if these projects are
implemented successfully, the rapid growth in energy demand is likely to result in further increases in
imports. To contain this increase, a variety of measures are required to encourage greater efficiency in
the use of oil products, and to accelerate production from existing fields and recent discoveries through
greater private sector participation (see para. 1.45).

2.80 Under the adjustment scenario outlined above, the external debt to GDP ratio would be
expected to stabilize in 1994/95. The debt service ratio would rise to a peak of about 31 percent in
1996/97, but should decline rapidly thereafter. Given the uncrtainties concerning future export
performance, the downside risks for India's external adjustment are considerable. The simulations
suggest that foreign exchange reserves in 1996/97 would provide cover for barely 70 percent of India's
debt service obligations in that year-compared to over 90 percent in 1992/93. The Indian economy will
remain vunerable to external shocks as well. Simuations of the effect of a modest, one-time increase
in the intemational price of oil in 1996/97 indicate an increase in India's oil bill of US$3.5 billion-
abstrating firom demand-side adjustments-equivalent to 40 percent of the projected level of foreign
exchange reserves.'7 ' Consequently, the prospect of renewed external payments pressures must be a
source of coninuinng concern to the authorities, and underscores the need for prudent demand
management policies, vigorous export promotion and a viable medium-term financing plan (see para.
2.86).

St 131cte&MMal D-ebt Manaeen

2.81 The task of balance of payments management is complicated by various weaknesses in India's
eternal financial structure, including: slow aid utilization; a continued heavy dependence on potentially
volatile short-term and non-resident Indian debt; and a relatively low level of foreign exchange reserves.
Thus, the primary objectives of extenal debt management policies must continue to be those stressed in
the last Economic Memorandum, namely: (i) a substantial increa in the utilization of conuitted official
assistance; and (ii) strngthening India's external financial strcture through a carefully sequenced
liberalization of the external capital account-with a greater reliance on non-debt capital and a limited
recourse to commeria borrowings.

2.82 Aid Utition. Slow utilization of India's external aid commitments continues to be a
serious problem. A major review of the World Bank portfolio was undertaken jointly by the Govenrmen
and the Bank in late 1991, resulting in the cancellation of balances that can no longer be utilized (arising
Iargely from cost savings due to the unanticipated real depreciation of the rupee) amounting to more than
US$800 million for EBRD and US$650 million for IDA. The canceled IDA balances were recommitted

'7' The shock is defilned as a 33 percent increase in the nominal dolar price of oil.
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to India in support of its adjustment program through a Structmua Adjustment Loan/Credit in 1991 and
a Social Safety Nets Adjustment Credit in 1992. A follow-up exercise is presenly underway that is
expected to result in further cancellations of about US$1.2 billion IBRD (including cancellations already
completed during 1992) and US$400 million IDA, reflecting additional exchange rate related savings as
weil as implementation problems encountered in specific projects or project components. Assuming the
timely availability of suitable reform programs for external support, the IDA funds are likely to be
recommitted to India through fast-disbursing operations.

2.83 Complementary efforts have been made to speed up the utilization of remaining undisbursed
balances, through measures such as the introduction of Central advances to the states for externly
assisted, state-implemented projects and 100 percent pass-through to the states of all foreign aid
disbursements under such projects. However, these efforts have had limited success as the rate of aid
utilization has shown little improvemnent over the last year. Budgetary stringency appears to be the
primary cause of the decline, especially at the State level where project implementation has been slowed
by unavailability of local funding. In addition, ltr. thy procurement processes and problems with civil
works contractors continue to contribute to slow pi ect start-up and implementation. Efforts to reduce
these delays have concentated on seeking to have bidding documents approved earlier in the project
cycle, reducing the number of Government approvals needed to award contracts and introducing more
effective supervision of civil works contracts by independent engineers. Very recently, the Government
has announced its decision to allow for direct borrowing by Central public sector enterprises from
multilateral and bilateral agencies, rather than having such borrowing go through the Central budget.
This should help expedite disbursements. More Deeds to be done in a number of areas-especially to
reduce the lengthy periods often required for bid evaluation and finalization of contract awards, to assure
the availability of local funds for priority investments and to improve project design. As noted in last
year's Memorandum, official donors can help further by increasing the concessional component of the
assistance that they provide, untying aid to the maximum possible extent, facilitating cofinancing
arrangements, re-evaluating designs of pipeline projects to facilitate implementation and disbursements,
insuring that project savings resulting from depreciation of the rupee are channeled back into the Indian
economy, and emphasizing disbursement performance in designing new project starts.

2.84 Capital Account Liberalization. The Govermment's evolving strategy for commercial
borrowing envisages some major changes from recent practice. Short term debt will no longer be used
to protect foreign exchange reserves, and much greater emphasis will be given to the use of suppliers
credits supported by official export credit agencies. A high level Committee on Debt Management has
been constituted to review and monitor the magnitudes, composition and allocation of external borrowing.
Commercial borrowings are to be restricted to meeting the foreign exchange cost of capital investment,
and priority is to be given to the needs of infrastructure, export-oriented and import substitution units and
medium sized/small scale units. In view of the need to strengthen the maturity structure of external debt,
a mininmm final maturity of five years wil be required of all new borrowings.

2.85 Future external resource mobilization from private sources needs to aim at a broadening of
the resource base, and rely much more on longer-term instruments placed through world capital markets
and on direct and portfolio investment flows. Another priority should be to prevent further expansion
of fa RBI exchange guarntees, which have become a burden on the finances of the Reserve Bank, and
thereby compromise the credibility of monetary and exchange rate policy. The recent sustained
depreciation of the rupee has led to the accumulation of huge capital losses by the RBI in respect of the
exchange rate guarantees that it provides to extemal borrowing by the rest of the banking system. For
insance, the RBI's 1992 Annual Report revealed that exchange guarantee-related losses in respect of
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foreign currency deposits held with commercial banks in India by non-resident Indians totalled $3.4
billion during 1990-92. Since 1991, the RBI has made special provisions for these exchange guarantee
losses. Alleviating this burden for the Reserve Bank should be one of the principal objectives of the
evolving extemal debt borrowing strategy. More generally, there needs to be a fiundmental strengthening
of the RBI's monitoring of the foreign borrowing activities of both private and public sector entities. The
recent exercise to reconcile the debt statistics maintained by the Central Govenmuent and the Reserve
3ank is an impo-tant step in this context, as is the RBI's ongoing survey of foreign assets and liabilities.

External Financinga Plan: 1993/94-1997/98

2.86 Notwithstanding these efforts, the financing of India's external current account deficits and
reserve build-up over the next three to four years will continue to depend heavily on exceptional official
assistance. Project disbursements can rise only gradually (in part due to continuing exchange rate related
cost savings) while repayments of official creditor debt will increase significantly during the next few
years. Consequently, a substantial proportion of official assistance over the next three to four years will
need to be provided through fast-disbursing operations. Thereafter, it is anticipated that the current
account adjustments, increasing volume of private foreign investment, strengthening of the project
disbursement pipeline and normalization of India's access to private credit would eliminate the need for
such exceptional assistance (see Table 2 .6 ).1I The share of exceptional financing accounted for by the
multilateral banks would be expected to increase significantly in the coming years as the process of
reform in India is expanded and deepened. This would allow for some moderation in India's recourse
to IMF credit in order to conserve headroom for potendal balance of payments difficulties in the latter
1990s.

2.87 In view of the larger-than-anticipated accumulation of foreign exchange reserves in 1992/93
(which reflects, in part, the one-time transfer of funds by foreign commercial banks to support their
operations in India), the amount of exceptional official assistance required in 1993/94 is estimated at
about US$1.8 billion, roughly US$700 million less than projected last year. Assuming the timely
adoption by the authorities of programs in the key reform areas noted above, exceptional financing for
1993/94 from the World Bank and the ADB, plus the last tranche of the IMF Stand-By Arrangement, is
estimated at about US$1.3 biDlion. This implies a need for additional fast-disbursing assistance from
bilateral sources of US$500 mnilion. It is recommended that donors maintain their overall pledge amnounts
at last year's level (i.e., US$7.2 biDlion), and that the fast-disbursing component from bilateral donors
(including the EC) be US$500 million. This level of overall assistance is warranted in view of India's
continued need for official development assistance, and is necessary to strengthen the project lending
pipeline over the medium term. Despite the reduced exceptional fnancing need in 1993/94, and sizable
current account adjustments envisaged in the next few years, India's balance of payments will remain
fragile due to the magnitude of scheduled repayments during 1994-97 (including large IMF repurchases).
Strong export growth, prudent demand management policies and a viable financing package-including
further recourse to IMF credit-wiDl be required throughout the transition period.

181 The large increase in private credit inflows shown for 1996/97 reflects an assumed rollover of the
$1.6 billion in Indian Development Bonds issued in 1991/92.
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Table 2.6: External Einancing Requirements
(US$ millions)

Es_mte Projected
1991/92 1992/93 1993194 1994/95 1995/96 1996/97 1997M

Current Account Deficit 2,016 5,031 4,323 3,427 2,617 2,316 2,237
MLT Debt Repayments 2,573 2,924 3,472 4,089 4,912 7,313 5,649
IMF Repayments 460 326 132 1,104 1,429 736 540
Increase in Gross Reserves 3,384 1,027 0 851 900 1,400 1,000
Total Financing Requirement: 8,433 9,307 7,927 9,471 9,858 11,766 9,426

Financing Sources: 5,818 6,851 6,137 6,971 7,559 9,466 9,426
Official Grants 451 500 500 500 500 500 500
Portfolio and Direct Investment 200 390 600 750 1,000 1,250 1,375
Bilatera Loans /A 1,079 973 1,050 1,180 1,400 1,600 1,750
Multilateral Loans 2,001 1,833 1,879 2,000 2,200 2,400 2,600
Private and Other Credit /2 2,087 3,155 2,108 2,541 2,549 3,716/i 3,201

Excepdonal Financing 2,615 2,456 1,790 2,500 2,300 2,300 0
IMF 1,240 1,598 .. .. .. .. 0
:BRD/IDA 455 455 .. .. .. .. 0
ADB 320 149 .. .. .. .. 0
Bilateals / 600 254 .. .. .. .. 0

Memorandum Item:
Current Account/GDP (%) -0.8 -2.1 -1.7 -1.3 -0.9 -0.8 -0.7

/A Includes suppliers' credit from official agencies.
/k Includes biateral balance with former Soviet Union.
Ic Includes assumed rollover of US$1.6 billion irn Indian Developnt Bonds.
/d Including the European Community.

Souegs: GOI data and Staff estimates and projectons.



CHAPTER 3: SELECTED ISSUES IN PUBLIC EXPENDITURE REPORM

A. Background

3.1 The public sector has played a lead role in India's development and occupies a very important
position in the economy (see Table 3.1)." Its accomplishments include a sizable base of infrastructure
and heavy industry, an extensive network of government agencies to provide relief against drought and
other natural disasters, and some success in alleviating poverty and in providing social services to the
population.

3.2 Nonetheless, India's public sector faces a number of serious issues, and a key objective of the
Government's adjustment program is to redu1.e the weight of the public sector in the economy while
strengthening its role in areas such as human resource and infrastructure development.2 Specific issues
to be addressed over the medium term include: (i) a refocusing of govemment expenditures on areas
where it is most needed; (ii) containment of current expenditure-whose rapid expansion in the 1980s,
particularly on subsidies and wages, resulted in unsustainable deficits and declining real spending for
investment and developmental purposes; (iii) strengthening of the performance of the public enterprise
sector, in order to reduce the burden on the exchequer and to lower costs in the economy;
(iv) improvements in cost recovery rates for publicly-provided goods and services in order to provide for
much-needed expenditures on operations and maintenance (O&M); and (v) a strengthening of State
finances in order to enhance the overall fiscal consolidation and to provide for increased spending in areas
such as agriculture and social services.

3.3 Notable progress has been made with this agenda over the past two years. The fiscal deficits of
both Central and State govenmments have been contained since 1990/91, and fwuther reductions are
planned (see paras. 1.19 and 1.25). Many industries that were previously reserved for the public sector
have been thrown open to private investors, and budgetary support for public sector enterprises (PSEs)
has been trimmed. The Government recognizes that substantial improvements are required in the
efficiency, effectiveness and sustainability of its activities in areas of a legitimate public goods character.
However, concrete reassessment of the future role of government expenditure in a number of key areas
is still at an early stage, and unprogranmned spending cuts in recent years have exacerbated existing
expenditure imbalances-particularly at the level of the Statc governments.

3.4 The next section of this Chapter presents an overview of the Govermment's evolving strategy for
public expenditure reform. The following two Sections present a more detailed examination of issues in
subsidies and cost recovery and State finances. These are areas where prompt action is required to
improve the sustainability of fiscal consolidation, and to enhance the efficiency and benefits of
adjustments in other sectors of the economy. Section E of the Chapter describes ways in which the
effectiveness and efficiency of government spending in the social sectors could be enhanced in order

" India's federal system has three levels-the Union Government at the apex, the States and Union
Territories, and a multiplicity of local government authorities. The three main types of govermment entity
are: administrative departments; departmental public enterprises (whose net receipts and capital accounts
are part of the budget); and non-departmental public enterprises (which receive various types of financial
support from the budget).

2 See Volume 1 of the EiAhth Five Year Plan. 1992-97. Planning Commission, GOI. New Delhi.
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to protect the most vulnerable groups in the society during the transition period, and to provide a
foundation for accelerated development of India's human resources over the longer term.

Table 3.1: Role of the Public Sector in the Indian Economy
(Percenage Shares)

1960/61 1970/71 1980/81 1984/85 1989/90

Gross domestic product /I 10.0 13.8 19.8 23.6 27.1
Gross domestic saving 20.6 18.5 16.2 15.5 7.0
Final consumption expenditure 7.4 10.5 11.6 13.1 15.7
Net capital stock n.a. n.a. 42.6 43.2 45.5
Organized sector employment n.a. 62.2 67.7 70.8 71.3 /k
Value added i1 in

Manufacturing 2.5 9.1 13.0 15.5 18.2
Utilities /s 70.1 87.4 90.7 89.4 n.a. /d
Traport 65.8 58.5 47.3 44.4 41.4
C-ommunications 100.0 100.0 100.0 100.0 100.0
Baning and isurance 39.3 65.4 84.9 81.9 82.4

Gross domestic capital formation 44.7 39.1 41.4 51.1 43.6
Agriculture 29.7 28.7 38.9 38.2 30.4
Mining 72.1 90.3 95.0 97.7 99.4
Manufacturing 39.1 23.6 24.2 38.7 20.5
Utilities 92.7 98.6 93.1 95.1 92.9
Transport 67.3 /e 63.3 Ia 57.8 51.2 47.7
Communications 100.0 100.0 100.0 100.0 100.0
Banking and isurance 60.0 60.7 64.0 53.1 68.4

Ig At 6r co.
/h Figure refers to 1X/88.
/I Electricity, ps, and wae sply.
/4% Computed rato was or 100%.
j Figures incude srage as well as rasport.

Soyr:es Naoal Accounts Slatidcs and onic S y.

B. The Government's Agenda for Exnenditure Reform

3.5 Broad thnust of the reform strate=. The magnitude and sectoral allocation of public
expendur in the Indian economy are broadly determined by the quinquennial Development Plans,
which provide a consistent, medium-term framework for the activities of the Central and State
governmes and public enterprise sector. Several of the main themes of the Eighth Five Year Plan:
1992-97, which was unveiled in August 1992, relate closely to public expenditure reform. One is the
need for better prioridzation of investments and activities, with adequate funding of those deemed to be
of highest priority. Another is creation of appropriate organizations and delivery systems to ensure that
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the benefits of social sector spendng reach the intended beneficianes. More fndamrnetally. the Plan
emphasizes reorientation of the public sector-its withdrawal from areas where no public purpose is served
by its involvement, a shift to a commercial footing for public enterprises, focus of public investment on
essental ifrastuctr, and increased spending for social development. The Plan advocates promoting
popular participation and sengthening local bodies and non-govermental organizations (NGOs) as well.

3.6 The Eighth Plan ains at a reduction in the share of total govemment expenditure in GDP from
31% in 1990/91 to an average of 28% during the Eighth Plan period (Volume 1, pp. 92-96). The main
elements of the Plan's fiscal strategy include containment of administrive expenditure, continued
reductions in the share of defense spending in GDP, cutbacks in fertilizer and to a lesser extent food
subsidies; phasing out of budgetary support to commercially-oriented public enterprises, higher user
charges for public utilities; and additional revenue mobilization efforts.

3.7 Sectoral reallocations. Relative to recent Plans, the Eighth Plan envisages a modest reversal
of the recent expenditure shift away from agriculture and irrigation, while increasing further the share
of rual development programs (see Table 3.2). Total outlays for the social sectors are expected to
increase significantly, largely through increased spending for education. Spending on transport (excluding
railways) is also expected to grow substantially in the Eighth Plan period, while spending on energy and
idustry is projected to decline-allowing for an increased prvate sector role in these areas. Many of
these reallocations were reflected in the 1993/94 Union budget (see para. 1.19).

3.8 The Plan envisages only modest changes in other sectoral shares, and intra-sectoral
reallocations will be accorded greater importance than inter-sectoral shifts. One example is education,
where budgetary funding is to shift in favor of prmary education, with higher levels of education relying
much more on cost recovery through fees to support their activhities. A similar adjustment in budgetary
funding is expected in the health sector away from programs with high private benefits (such as medical
education and to a lesser extent public hospitals) to those with substantial externalities and a strong impact
on the poor (infectious disease control programs, and prmary public health network and services in ural
areas). Adjustments in the composition of public spending are to be accompanied by a re-examinaton
of program/project design, organiational structure, management, and incentives.
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Table 3.2: S Allocation of TOtalPlan Outlay
(% of total)

Total Plan Outlav a/
Sixth Seventh Eighth
Plan Plan Plan

(1980-85) (1985-90) (992-97
Total developmentaJ/Plan spending 100.0 100.0 100.0

Economic services 85.1 83.1 81.8
Agricultural and allied services 6.7 5.8 6.1
Irrigation and flood control 10.0 7.6 7.5
Rural development and special 7.2 8.6 9.5

areas programs
Energy 28.1 28.3 26.6
Industry and minerals 15.5 13.3 10.8
Transport and communications 15.7 17.4 18.7
Science, technology, etc. 0.9 1.4 1.1
Major subsidies - - -
General economic services 1.0 1.7 1.5

Social exces 14.8 16.0 18.2
Education, sports, art, and culture 2.8 3.9 4.9
Health and family welfare 3.2 3.1 3.2
Water supply and saniation 3.7 3.2 3.8
Infomiation and broadcasting 0.3 0.8 0.9
Social security and welfare 0.4 0.8 0.9
Other 4.4 4.2 4.4

/a Shares of total public sector Plan outlay (including budgetary support, internal resource generation of
public enterprises, and their borrowing).

Source: Eighth Five Year Plan: 1992-97. Planning Commission, 001.

C. Cont Subsidies and Enhancing Cost Recoverv

Issues and Recent Policy Initiatives

3.9 Subsidies in the IUdian economw. Cental budgetary subsidies rose from negligible levels
at the begnning of the 1970s to 2.3% of GDP and over 12% of total Government expenditure at the end
of the 1980s. The fertilizer subsidy accounted for more than a third of the total subsidy bill (see Table
3.3). The other main items have been food subsidies and export subsidies. Recendy the budget has also
incurred a large burden for nru debt relief. Other, implicit, subsidies abound-particularly at the State
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level.3' A study by the National Instiute for Public Finance and Policy (N1PFP) estimates that the total
value of subsidies to economic activities by the public sector in 1987/88 was about 8.3 percent of GDP.
Although estimates of this sort inevitably include some degree of double-counting, the NIPFP figure
indicates the broad extent of below-cost provision of government services and goods in India. Economic
analyses of subsidies suggest that there are a few critical criteri against which any subsidy program must
be judged: objectives; effectiveness; appropriate duration; transparency; and financial sustainability (see
Box 3.1). Viewed from this broad perspective, many of India's subsidy programs raise serious questions.

ITa 3.3: Central Bud et Subsidies
(Rs. billion)

Total subsidies
Export Debt relief Other % of total % of

FertdlizersI Food promotion to farmers subsidies value expenditure GDP

1985/86 19.24 16.50 6.03 0 6.19 47.96 9.6 1.8
1986/87 18.98 20.00 7.85 0 7.68 54.51 9.2 1.9
1987/88 21.64 20.00 9.62 0 8.54 59.80 9.3 1.8
1988/89 32.01 22.00 13.86 0 9.45 77.32 10.4 1.9
1989/90 45.42 24.76 20.14 0 14.42 104.74 11.9 2.3
1990/91 43.89 24.50 27.42 15.02 10.75 121.58 12.2 2.3
1991/92 52.05 28.50 17.54 14.25 10.36 122.70 12.0 2.0
1992/93 (RE) 61.40 28.00 8.80 15.00 7.88 121.08 10.5 1.8
1993/94 (BE) 37.50 30.00 5.00 5.00 8.76 86.26 7.1 1.1 hi

It Includes subsidies on both domestically produced and imported ferdlizers. For 1991/92, the
figure includes Rs.4.0S billion provided to the States to allow them to subsidize fertilizers used
by small and marginal ftrmers. For 1992/93 and 1993/94 the figures include the estimated
cost of the special subsidy of Rs 1,000/ton on domesticaly produced phosphatic ferdlizer.

fg Based on staff projections of 1993/94 GDP.

Source: Ministry of Finance, Union budget documents.

3The major implicit subsidies at the State level are those for canal irrigation and electric power.
Public expendie and other issues in those two areas are discussed in Chapter 4.
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3.10 Subsidies in India have come into existence in several ways, sometimes seemingly by accident
(e.g. sugar). Often the imposition of price controls to protect consumers from inflation gives rise to
subsidization, as was the case with petroleum products and food, among others. Once in place, subsidies
tend to become entrenched, with sharp cost increases due to declinig rates of cost recovery combmed
with expanded provisi'n-the most glaring example being fertilizers, whose domestic price remained
unchanged during the period 1981-1990. Inefficiency in service provision is another source of rising
subsidy costs-as in canal irrigation water. More generally, incentives to contain subsidy costs may be
virtually nonexistent, whether in the form of competidon among providers (including the private sector),
pressure from consumers, or internal management controls.

3.11 Failure to increase prices of subsidized goods and services in the face of rising costs of
provision has been the main factor behind declining cost recovery rates. As demonstrated in Box 3.2,
particularly where the initial rate of subsidy is low (i.e. there is a high degree of cost recovery), holding
prices constant in nominal terms leads to automatic rapid growth of unit subsidy costs even with moderate
inflation.
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3.12 Recent policy adiustments. Since 1991 the Goverment has made strong efforts to contain
Central budgetary subsidies. Export subsidies were abolished in mid-1991, and the price of fertilizer was
increased by 30%. In August 1992 prices of phosphatic and potassic fertilizers were decontrolled.
However, the subsidized price of urea was reduced by 10%, and subsequently partial subsidization of
phosphatic and potassic fertilizers was restored. The rral loan waiver scheme of 1989 will be wound
down in 1993/94-the total cost to the Central budget over the period 1990-94 is estinwed at about Rs
48 billion. Food subsidies were contained to some extent by raising prices. Budgetary sulpport to Central
public enterprises has been reduced, with the medium-term objective of phasing out such spending except
in essential infrastructure sectors. Finally, some efforts have been made to raise fees for higher education
in specialized technical and business-oriented institutions, and budgetary grants to universities have been
held to little or no growth in nominal terms.

3.13 Overall, a promising beginning has been made in dealing with some of the major subsidies,
but they still place an excessive burden on the budget, and further actions are needed. Moreover, the
recent approach to containing subsidy costs has been piecemeal and product-specific, with the main focus
on short-run savings. Except in the case of export subsidies, complete programs for rationalization or
elimination of a major subsidy have not yet been developed. The findamental principle that cost recovery
is necessary for most publicly provided goods and services has been enunciated but not yet acted upon.
Elements of a general strategy for containing subsidies and improving cost recovery are outlined below.
This is followed by an examination of the scope for rationalizing subsidy expenditures for fertilizers and
food. Cost recovery issues in the social sectors are discussed in Section F.

Elements of a General Strate=v

3.14 Subsidies. A number of generic strategies, individually or in combination, can be used to
contain subsidies, although actions to contain and where appropriate eliminate subsidies wil vary across
sectors. Increases in controlled prices can alleviate the subsidy burden in the short run. Even relatively
small prce increases, provided they exceed the rate of inflation, can result in large reductions in subsidy
costs. They do not provide a long-term solution, however, and a sizable initial price increase may
strengthen resistance against subsequent price increases. Phased price increases or indexation of
subsidized prices so that they automatically rise with inflation can also contain the growth of subsidies.
But these approaches may be difficult to implement in practice since opposition to the price increases
would likely grow over time. Nevertheless, in some cases there may be no alternative to a phased
approach which at least offers some containent of subsidy costs in the short run.

3.15 Where a subsidized good or service is widely consumed by beneficiaries outside the target
group, measures to limit access and improve targetng can be attractive options for cost containment.
Forms of targetng that are relatively easy to administer and not very costly include: geographical
targeting, under which subsidized goods or services are provided only to residents of designated (poorer
and more backward) localities; targeting by personal characteristics, e.g. mothers with small children;
and self-targeting, under which the subsidy program is so designed that people from outside the target
group are discouraged from participating. Examples include a work requirement associated with income
transfers (as in India's rural employment schemes) and provision of lower-quality goods or services not
preferred by the nonpoor even at subsidized prices.
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3.16 A shift toward private provision can be an important strategy to contain subsidies. Such an
approach may be workable in the case of higher education, for example. Privatization of existing
public subsidized activities may be more difficult. To be effective and viable, privatization is best
accompanied by elimination of the subsidy-otherwise private investors and managers would be reluctant
to get involved. Even providing some form of continuing subsidy to the private provider may not be
attractive given likely difficulties in implementing future price adjutments to offset inflation.

3.17 ecotely. Many of the price adjustments required to rationalize the subsidy system are
likely to stregthen the scope for cost recovery. Improving the incentives for greater cost recovery by
public service providers will be important as well. For many government departments or departmental
entitles, earnings resulting from partial or full cost recovery are treated as budgetary revenue and do not
accrue to the line department concerned. In some cases, like irrigation, user charges are actually
collected by the revenue department. These problems can be addressed by making service providers
responsible for collection of user charges and allowing them to keep revenues they mobilize in this way
for use in their own O&M expenditures. This could require commerciaizaton of the providers and their
separation from goverment departments.

3.18 Efforts to increase cost recovery need to be coupled with measures to improve quality and
accountability. Consumers are often willing to pay for public services, but in return they demand good
quality and reliability. To be successfil, increased cost recovery needs to be accompanied by strong
efforts to eliminate rent-seeking. Consumers who have to make side payments in order to gain access
to a subsidized good or service are likely to resist price increases, unless the side payments can be
elhmnated at the same thne. Finally, enhanced cost recovery calls for a shift away from the current
supply-driven approach towards a service orientation-where responsiveness to customers will be at a
premum.

The Fertilizer Subsid

3.19 The ferdlizer subsidy program was introduced in the mid-1970s to: (i) encourage widespread
adoption of chemical fertilizers; (ii) sdmulate rapid growth of domestic fertilizer production and greater
self-sufficiency in fertilizers; and (iii) raise the profitability of agriculture and augment farm incomes.
Since its inception, the domestic price of fertilizer has been characterized by extreme rigidity. Between
1981 and 1990 there was little change in the rupee price of fertlizers to farmers, although wheat and rice
procurement prices nearly doubled and domestic production costs as well as the rupee cost of imported
fertilizer increased substantially. The steadily declining fertilizer/grain price ratio stimulated substantial
growth of fertilizer usage. As a result, the fertilizer subsidy has grown to become the largest Central
budgetary subsidy-moounng to about 1 percent of GDP in 1990191.

3.20 The fertilizer subsidy consists of two major components: a subsidy to farmers; and a subsidy
to the fertilizer industry and its input supplieas. The latter derives from a combination of high domestic
proes for capital and intermediate goods, producion inefficiencies and the plant-specific retention pricing

4' Kerala in the mid-1970s started allowing students of private institutions to take examinations for
staaccredited university degrees. This resulted in rapid growth of prvate coaching schools (so-called
Oparallel colleges") and eased the pressure for increases in public spending on university education. As
many as 45% of the candidates apparing at exm ions for university degrees are now privately
regitered.
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system. This system provides virtually no incentives to fertilizer plants o improve efficiency and reduce
costs, and high-cost plants (old or new) are able to continue production and expansion"

3.21 The above fiscal and efficiency considerations have led the Government to cut back the
fetilizer subsidy since mid-1991. The principal actions taken include:

- A 40% increase in the controlled price of fertilizers in July 1991. This subsequently was
scaled back to 30%, and Rs. 4.05 billion was provided to the States to allow them to
continue subsidizing small and marginal farmers at the old rate.

- Decontrol of the prices of phosphatic and potassic fertilizers in August 1992 based on the
recommendations of a Parliamntary Committee. The price of urea, on the other hand,
was reduced by 10%. The retention pricing system was abolished for phosphatic
fertilizer producers, but was kept in place for urea plants. Subsequently the Central
goverment provided Rs. 3.4 billion to allow States to subsidize phosphatic and potassic
fertilizers to the extent of Rs. 1,000/tonne.

3.22 The net result of these measures has been a significant decline in the fertilizer subsidy. In
1992/93 the total cost of the fertilizer subsidy was limited to Rs 61 biflion. In 1993194, as a result of
the full-year effect of measures already taken, the cost is projected to decline to Rs 37.5 billion.

3.23 Despite these important improvements in the fiscal aspects of the fertilizer subsidy, the failure
to reduce the subsidy on domestic urea has resulted in major, distortionary changes in relative prices.
Prices of phosphatic and potassic fertilizers have moved close to world price levels, while the domestic
price of urea is only about half the c.i.f. import price. Predictably, demand for non-nitrogenous
fertilizers has declined, whereas demand for urea has inereased significanty.

3.24 Although changes in fertilizer consumption induced by the 1992 price changes may not harm
agricultural output in the short run, longer-term adverse effects would be substan!ial. Phosphatic and
potassic fertilizers have positive longer-term effects on soil quality while overuse nitrogen leads to
declining groundwater quality. Moreover, less use ef phosphate and potash reduces the productivity of
nitrogen-based fertilizer as well. Given these considerations, the normal prescription is that if there is
to be any subsidization of fertilizer use at aUl, it should apply to phosphatic and/or potassic fertilizers
rather than to nitrogen-based fertilizers.

3.25 The fertilizer subsidy needs to be phased out over the next several years in the context of a
general reform of the agricultural sector-involving a broad-based liberalization of agricultual markets.
Possible actions toward this end include the following:

o A substaial prize increase for urea-based fertilizers.

0 A phase-out of the retenion pricing system for urea plants.

o Decontrol of urea prices and elimination of the subsidy as a second-stage measur.

* Restructuring of the fertilizer industry, inc'uding a phased closure of nonviable public units.

5 In recent years however, delays in subsidy payments as well as considerable uncert nty about
norms for the retention pricing system have discouraged investment and expansion in the industry.
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The Food Subsidy

3.26 The Public Distribution System (PDS) provides rationed amomus of foodsuffs (mainly wheat,
rice, sugar, and edible oil) and other goods (kerosene, matches, tea) to the population at controlled prices,
through a national network of 400,000 Fair Price Shops. Procuement and distribution are organized by
the Central Food Corporation of India (FCI) and corresponding State-level agencies. The food subsidy
has nultiple objectives: (i) to protect the populaton from shoitaes by providing rations of basic
comraodities; (ii) to stabilize prices of essendal consumer goods; and (ii) to promote anti-poverty
objectives by providing low-cost foodstuffs to the poor. In addidon, the PDS forms part of the broader
set of rural market interventions to promote agricultural growth and self-sufficiency and to offer
remunerative prices to fanners.

3.27 The effectiveness of the PDS in promoting these objectives needs to be reexamined.
Agricultural markets in India have developed to the point where there is little need for a cosly retail
distribution mechanism to ensure availability of food.' The objective of price stability has become
fiscally unsustainable. The cost to the Central budget alone is currently esthnated at about 0.5 percent
of GDP.7' Finally, as an anti-poverty instrument, the PDS is flawed (see Box 3.3). Universal
entitlement goes against the imperative to target expenditures at the poor. The PDS is unable to reach
people who do not purchase foodstuffs on the market, of whom a substantial number are probably poor.
Large leakages reduce further the effectiveness of the system, and inefficiencies in the operations of FCI,
which employs some 70,000 people, have also been noted by the Bureau of Industrial Costs and Prices
(BICP) in a recent study.

3.28 Despite its current shortcomings, the PDS has the potenial to become an integal part of an
effective safety net for the poor. India's Eighth Five Year Plan calls for targeting better the PDS at the
poor; discontinuing access to PDS for the nonpoor; enhancing access to the program by the poorer
segments of the population in backward areas; improving the efficiency of FCI; and reducing the size of
the foodgrain buffer stock. Over the longer term, fiudamental changes, such as the replacement of public
food distribution with food entitlements in the form of vouchers, could be considered in the context of
overall reform of the agricultural procurement, pricing, marketing, and regulatory system.

3.29 In the short run the government could signal a stronger anti-poverty orientation of the PDS
by de-emphasizing universal entitlement. The use of PDS ration cards as "identity cards" by the
population needs to be discouraged, if necessary by creatg another card for that purpose.w Certain
people near the top end of the income spectrun (e.g. senior civil servants, income tax payers, sizable

" The case is somedmes made that the PDS is needed to deal wihb droughts or other natua
camities; indeed the PDS appears to have mitigated the impact of the 1987 drought. But it is not
necesmsy to maintain a costly network of retail outlets and a full-blown rationing system for this purpose.
Market interventions combined with relief supplies where needed would be sufficient to deal with
tenporary, abnormal shortages. Moreover, a reformed, poverty-oriented PDS would cushion better the
poor from droughts and natural disasters.

7/ To avoid further escalation in subsidy costs, in recent years increases in procur-met prices have
been matched with higher issue prices, albeit with a lag.

" The need for a PDS ration card for a variety of identification and proof-of-residence purposes,
combined with the perceived need to use ration cards to avoid their lapsing, means that many people who
do not want access to subsidized food nevertheless make *-se of PDS itrmittenty. Merely by staying
on the rolls and not attemptng to use their full entitlements, such people may conibute to leakages in
the system.
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The ewerience of several States with two-tier systems-difent types of ration cards giving differenial
access to PDS goods at diferent prices-should be reviewed to ascetain whether such systems are
administratively feasible and cost-effective at the national level.

3.30 Self-target would need to be pursued as well. For instance, use of common rather than
fine or superfine varieties of wheat and rice would discourage better-off persons from using the PDS.9Y
Phased removal of sugar from PDS, if necessary substituted with gW or ih4d, would help
accomplish the same purpose. The Government's program to expand PDS in 1,700 poor blocks shows

awareness of the potential for better geographical targetng. However, this expansion needs to be
accompanied by oher targetig measures (such as those mentioned above) and by acions to improve
administration of the system.

3.31 Measures are required to improve the interal efficiency of the PDS as well. More extensive
monitoring and supervsion, including effective inspections, arm needed to detect and deter abuses. The
lists which serve as the basis for allocation of PDS quotas to Fair Price Stores need to be regularly
reviewed and revised. FCI itself needs to undertake vigorous cost-cutiig measures along the lines
proposed in the BICP's recunt study. Finally, some degree of competition could be intrduced into the
PDS-for example, by letting consumers choose among Fair Price Stores, and by lettig private
contractors compete with PCI for transportation and storage.

3.32 Removal of certain goods from the ambit of PDS would help contain costs. Sugar is one
such item. An even sunger cardidate for early removal is edible oil, which suffers from heavy leakages
and reaches only a small fraction of the poor (see Box 3.3). Nonfood commodities should generally be
removed as they form too small a part of the consumption basket to generate significant implicit income
transfers. Scalihg back the grain buffer stock would provide additional savings and help contain overall
costs.101 More generally, new initiatives to advance anti-poverty objectives need to be carefully
balanced with fiscal concerns, and should rely beavily on savings from better targeting, improved
management and cost contanent. In this context, the linkage between agricultural procurement price
increases and increases in PDS issue prices probably needs to be main_taed in the short run. This is not
stricdy compatible with a stong anti-poverty orientation for PDS, but is essential to contain the budgetary
cost in the present setting where the bulk of PDS supplies do not go to the poorest 40% of the population.

D. State Finances"

Issues in State Finances

3.33 Under India's federal system, the States play an important role in public expenditure. They
account for the bulk of budgetay spending on soci services as well as on economic services like

9 An added benefit of supplying only lower-quality goods through PDS would be the reduced scope
for diversion and substituion at the wholesale or retail level.

1w BICP has recommended relying more on International markets to provide partial insurance against
poor crops, via options and other instuments, in which case the country could safely keep a smaller grain
buffer stock.

Iu This Section does not deal with issues raised by the reve and expenditure assignments between
the Central and State govemments.
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agiciture and irrigation (see Table 3.4). Moreover, the States absorb large amounts of Cental
budgetary funds and take responsibiliy for implementing mnmerous Centrally-fianced programs.'2'

3.34 Tlete is considerable variation in the seriousness of States' fiscal difficulties, but all States
have seen a deterioration in their fiscal situation in recent years. During the past two years, a number
of Staes have run into acute liquidity problems, and some States now routinely delay all payments except
wages, and in a few cases even these have been affected. Under these cimstances, States have had
to engage in day-to-day financial management geared toward meeting operational expenditures, to the
detriment of broader public expiture concers and carefud programming and budgetng.

3.35 As in the case of the Center, rapid growth of recurrent expenditure has been the primary
factor behind the fiscal crisis of the States.'3' Given their limited autonomous borrowing authority and
the clamp-down by the RBI on States' overdrafts since 1985, expenditure growth has been constrained
somewhat in recent years-the average anmual nominal growth of total expenditure dropped from close
to 17% p.a. in the 1970s to 15% p.a. in the 1980s. The main manifestation of the States' fiscal crisis
is the deterioration in the composition and -quality' of their eitures, specifically the "crowding oui"
of States' governmenta; activities and support for economic development in the sectors they are mainly
responsible for.'4'

3.36 Problems in the composition of State exenditur are most evident in the sharp slowdown
in capital spening in the late 1980s, especially on infrastructure. Wrrigation capital expendiue has been
declining slowly in real terms since the mid-1980s. Capital spending on agriculture has not yet recovered
in real terms from a decline in the mid-1980s. The squeeze on State govenments' capital expenditures
has contributed to a growing backlog of uncompleted investment projects which ties up large amounts of
public resources and reduces the efficiency of public investment. Many States have projects that have
been under implemention for a decade or longer and have virtually no prospect for completion within
another decade.

3.37 More difficult to quantify but also very deleterious to the functioning of State government
programs and facilities is the worsening sitation with respect to funding for maitenance of key
hIfIastructure facilities and for the operations of government programs (so-called Operations and
Maintenance or O&M). The shortall of O&M applies particuarly to nonwage O&M, as wages of State
employees are protected from inflation. Declining cost recovery rates for govermnent-provided services
have adversely affected availblity of resources for O&M. More generally, O&M has received low

12/ Center-state fiscal transfers occur through a complex mix of discretionary and mandated flows.
Gross fiscal transfers from the central govemment to the states amounted to nearly 8% of GDP in
1989/90, of which 2.7% consisted of shared tax revemne, 2% block cetal assistance to state plans,
grants m support of centrally-sponsored schemes 1%, onlending of Small Savings receipts 1.3%, and
nonplan grants stipulated by the Finance Commission most of the remaer. Debt servicing by the states
amounted to 1.7% of GDP, meaning tat the aggregate net transfer was roughly 6% of GDP. There has
been a marginal decline in the GDP share of centr transfers since 1990/91. In 1992/93, gross transfers
were still over 7.5% of GDP, net transfers about 5.8%, and the corresponding budgeted figures for
1993/94 are 7.1% and 5.2%.

'3' in fact, in the 1970s and 1980s sates' total revene grew slighty faster than their total
exendiu overall. (States' own tax and nontax revenue and flows from the center increased at almost
the same rate.)

14' According to recent estimates, a umuber of States were unable to meet their 1992/93 target for
generating Plan resources.
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priority in the allocation of limited State budgetary resourc. Finally, Stales' wage bills have grown
rapidly in the 1980s, reflectng both high employment growth (on the order of more than 3% p.a.) and
substantial real increases in average wage rates (around 4% p.a.).

Table 3.4: Sham of S in Budgea
(% of total)

1980/81 1989/90
(Gross /g) Gross /a Net 1_ Central

transfers

Total expenditure is 52.2 49.4 48.2 1.2
Capital expenditure Is 48.4 42.7 n.a. /A n.a. I1
Revenue expendiur 53.7 51.1 n.a. /4 n.a. /1

Education 91.4 92.3 88.8 3.5
Health and ftmly welfare 95.1 91.9 76.5 15.3
Social security and welfare 89.9 82.4 81.2 1.2
Agriculture and allied serces 91.4 87.4 78.5 8.8
Rural development 88.6 88.8 10.1 78.7
Irrigadon and flood control 98.9 98.7 95.5 3.1
Energy 53.1 34.1 32.7 1.4
Industry and minerals 20.0 29.2 24.0 5.2
Transport 48.2 42.4 39.9 2.5
Iterest payments /S 19.0 15.4 36.5 -21.1
Administrative services 73.6 74.2 74.2 0.0
Fiscal services 45.4 61.5 61.5 0.0
Pensions and miscellaneous servIes 24.9 56.6 56.6 0.0
Other 29.5 28.6 26.3 2.3

1 Including spending financed by specific-plurpoe Central government grans and loans.
rg Excluding spending fuded by specific-purpose Centr government grants and loans.
/c Capil expenditure includes lending net of loan repayments received.
14 It is difficult to allocate specific-rpose Central grants as between those supporting capital and curent

expendiu at the State level.
/Iq "Gross" inteest payments are smaller than "net" interest payments because the transfer "transfer" from

Cener to States is a negative one in this case.

Source: Union budget documents; RBI bulletin on State finances.

Qpiomns for RQ

3.38 Options with respect to State expendiftu fall into two main categories: (1) actions States need
to take on their own and (2) possible measures by the Cner that affect the incentives and resources for
adjusutent by the States. The former include the following:

o Gain control over the wage bill, through an effective hiring freeze, attrition-based redut
in employment, redeplomt of smplus staff (acwss departments if necessary), curbs in w*.
increases, and elimination or tpo of cerain parts of the benefits package.
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o Increase cost recovery rates, espcay m electric power and irrigation-sectors where cost
recovery rates are presenly very low and where the private be.nefits of subsidization re high
and to a large exe go to non-poor members of the population.

* Greater emphasis on O&M, particularly in irrigation, roads, and key social sectors.

o Comprehensive review of the portfolio of uninished State public investment projecs to weed
out those of low priority, those whose prospects for early completion are poor, and those
whose role and/or technology has become obsolete.

o Better udlization of States' available tax revenue sources (mainly agricultural taxes and
property taxation).

3.39 The Central govenment has limited leverage in encouraging States to make the necessary
adjustments. Nevertheless, the Center can influence State fnances by means of (i) changes in
discretionary flows to the States (maidy Plan assistnce and grants for Centally Sponsored Schemes);
(ii) actions that indirecy affect State finances, such as decisions on pay and benefits of Central
government employees; (iii) dialogue with States as part of the planning process; and (iv) central
regulation of public investment projects and other government activities. The Central government can
also exert a stong influene over the States by settng an example in various aspects of public
expenditure. Specific options for Central action include:

o rationaling the nmmber of Centrally Sponsored Schemes, with a view to focusing on a
relatively small number of substntal, sector-oriented programs with more flexibility for
States in the use of funds, within broad param s and performance-related conditions;

o adjustng the terms and State-wise allocations of funds for centrally-sponsored schemes to
favor more strongly the poorer States and focus on anti-poverty objectives, while at the same
time providing inoentives for resource mobilization at the State level;

e setting a good example for the States in expenditure management-for example by taking
concrete actions to reduce the rate of growth of the Central Government wage bill, or by
srengthening expendhe controls in Union Territories, which are dirctly subordinate to the
Central Govenment.

3.40 The above options are in the nature of short-term measures that can be taken even in the
absence of changes in the broader framework of Center-State relationships. Indeed the Center has
adopted a nmmber of measurs to tighten the linkage between fiscal management by State govermments
and their access to Central assistance since 1991/92. In order to enhance accounility and program
effectiveness, 113 Centrally Sponsored Schemes are to be transferred to the State. In the medium- to
longer-term, changes in the parameters governing Center-State fiscal relations would need to be
considered. The appropriate vehicle for such changes i the recently constited Tenth Finance
Commission whose r ons, covering the period 1995/96-199912000, will be available in
Novenber 1993. In addition to the re-examination of the maniues and modalies of Center-State
revemne sharing and transfers, the Commission's terms of reference include ways to: stegthen resource
mobilization by States and reduce their fiscal deficit; improve maintenance of capital assets; modernize
State administrv ve systems; and ensure reasonable retuns on investments in irigation, power and other
State public undertakangs. More general reforms in Center-State fiscal relations, many of which would
require legislative or Constitutional change, ha-ve been rcmmended in the Report of the Sarkara
Commission, published in 1988. The RepoIt emphasizes the need for decentralization of authority and
resources to State and iocal levels of governmen, combined with measures to instll meaningful
accountabilty at lower levels.
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E. Enhancin Human Resources Development Durina the Transition

Current Status

3.41 Substantial progress has been made over the last four deades in raising the level of human
welfare in India through a sustained expansion of social sector expendiure by the Centra and State
governments. Over this period, for example, primary school enrollment increased five-fold, upper
primary ten-fold, and secondary school enrollment by a factor of 14. In addition, India has set up a food
security program in the Public Distribution System (PDS) and essentially eliminated famine. A program
has been established for child development, the Integrated Child Development Services (ICDS), which
now covers about half of India's 5,300 district blocks. The authorities have established a large network
of health facilities, based on sub-centers, primary health care centers (PHC), and community health care
centers (CHC). A national immunization program is in place and programs exist also to address all of
the major endemic and communicable diseases. Several of India's States, including Kerala, Mizoram,
and Laksbhadweep, now have literacy rates as good as those in many middle-income countries. In Kerala,
the literacy and infant mortality rates rival those of some industrialized economies.

3.42 Despite this progress, the overall level of human capital attainment in India remains very
indequate. According to the UNDP's Human Development Index, India ranked 121 of 160 developed
and developing countries in 1991.'5' Moreover, there are huge regional and gender disparities in human
capital attaiment. The south, the west and males have made considerable progress in a number of areas;
the north, womev, scheduled castes and scheduled tribes have lagged severely. The financial pressues
being generated by the macro-adjustments underway have heightened concerns about the efficiency, equity
and sustainability of public expenditures in the socia sectors, and the effectiveness of such expenditues
in alleviating long term poverty and raising the level of human capital in India--particularly of the most
vulnerable groups in the society.

3.43 The contimuing low level of human resource development in India stems from a number of
factors. Firt, and foremost, is the population dimension. India has a popultion of about 866 million
(mid-1991), over one-quarter of which lives below the official poverty line, and which is still growing
at about 2 percent per annm. The large increases in the number of people to be fed, housed and
schooled (about 17 million in 1991) place a tremendous strain on both financial and natural resources,
and underscore the urgent need for more rapid economic growth and greater efficiency in resource use.
Se , public interventions to enhance the status of human resources in India suffer from a number of
generic problems that have resulted in poor quality outcomes. Their low quality has profound
implications: it discourages participation in them and is responsible for much of the underutlization of
facilities and staff that exists even in the face of large coverage gaps-particularly for the poor and other
disadvantaged segments of the societ. The low quality reflects, most findally, deficiencies in the
allocation of resources both across and within programs, as well as widespread inefficiencies in the use
of resources.

3.44 The Govermment of India has adopted recendy a mumber of initiatives to improve the
effectiveness and efficiency of public expendiures on social programs. These steps are important because
of the large unfinished agenda for developing India's human resources, and because intemational
experience indicates that countries that have used the adjustment process to rationalize social investments
both improved the prospects for human resources development and were more successful in meeting their

15' United National Development Program (UNDP). Human Development Report. 1991. UNDP,
1991.
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overal adjustmet ains." The rest of this Section examines public expenditre issues and program
consraints in the key areas of nutrition, health, family welfare, and education. Following a brief
discussion of the issues, and a review of the measures that the Government is taking in these areas, a
general strategy for enhancing the effectiveness and efficiency of public spending in these areas is
oulined. 'the analysis is based on the premise that the Government will not be able to expand
significanty the public funds available for social programs in the next few years. Consequently, along
with improvements in the efficiency of existng expenditures on these programs, it will be necessary to:
raise additional revenue through grater cost recovery; increase efficiency of service delivery where
possible through private participation; and effect intra-sectoral shifts in the allocation of resources to areas
where the needs are greatest and where maximum social re can be realized.

Ke su s for Reform

3.45 If India is to accelerate the pace of human resources development, it has to address a number of
generic problems in the use of public funds for ntition, health, family welfare and education programs.
These include: deficient targetig of public expenditures; inadequate funding for operation and
maitenance of service delivery systems; insufficient cost recovery where ability to pay exists; and
widespread institutional rigidities and weak program incentives. These are each examined briefly below.

3.46 T_arget. One of the most striking featues of human resource development programs in India
is the extent to which there has been a mismatch between the highest priorty needs and the areas toward
which funds have been allocated. In some cases, programs have not been targeted to those who need
them most. In other cases, expenditures have not been targeted to those activities yielding the highest
social returns. In nu dgn, such mismatches ar evident in the ICDS. Expenditure on nutridon
supplementation has led to some important gains in mntritional status over the last decade. However, the
gams in ss have been largely in the relatively wealthier States. The low per capita States have
achieved very little change in their rates of malnutrition. In part, this reflects the fact that those States
have spent the least on nutrition.

3.47 The haI sector has suffered historically from a bias in public expenditures toward terdiary care
and medical education (see Figure 3.1). These consumed about 40 percent of total Government health
exeditur in 1989, while matnal and child health got about 3 percent, family plaming 13 percent,
and public healh 15 percent. Given the scarcity of resources, this allocaion has left little funding for
those health problems affecting the poorer segments of Indian society, and for which prevention and
teat provide the highest social returns-includig maternal and child health, tuberculosis, malaria,
leprosy, diarrheal disease control, and the control of acute respiratory infections. In education, resources
have historically been skewed in favor of secondary and higher education when compared with the
expenditr patterns in most of Asia. This has resulted in a distbution of public expenditure on
education that has favored the economically better off segments of the population. Although the share
of Government expendiur going to pry education has increased steadfly since the mid 1980s, with

8 See The Third reMort on Adu Lendin: Private and Ptblic Resources for Growth, World
Bank, R92-47, March 1992.
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the laching of the National Policy on Education (1986), it is still much lower than ht in other Asian
counwtries (see Figure 3 .2),v
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2fSee also Tan, Jee Peng and Alain Mingat. "Education in Asia: A Comparative Study of Cost and
Financin". World Bank Regonal and Sectoral Studies, 1992.



-76 -

1Egi 3.2 31
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Sources: Eighth Five Year Plan (1992-97), Volume II and Tan and 1ingat (1992)

3.48 ggraions and Maiten Within designated priority programs, there are numerous examples
of inadequat funding of operaions and mantenance (O&M). The health and family welfare programs,
for example, face serious fundng problems in the provision of recurrent non-salary extures, such
as aterials, supplies, ph cals, and operation and maintenanc of facilities. These problems have
reached a stage where they present a serious constaint to overall service delivery, especially in the poorer
states. the amnnal level of expenditue per health facilty has declined by 5 perct in real terms since
the mid-1970s. As a result, non-sala expenditures have dropped 15 percent below the level of the mid-
1970s. There are similar issues in education. In primary education, about 94 percent of recurrent
expenditures is for teacher's salaries, leaving very little for other critical iputs to the learning process.
The experience of other counties with social sector reform indicates the considerable gains from
increased attention to O&M (see Box 3.4).

3.49 Cost gem=. Indian institutions recover little for services provided. Increased speding by
government on education seems to be replacing, rather than supplementing, contributions by beneficiaries
with the ability to pay. The propordon of total fimds for educational institutions provided by Stae and
Central governments rose from 57 percen in 1950151 to 82 percent in 1982/83. In 198748, State and
Central Goverments financed about 87 percent of all recurrent educational expenditure in India.
Govemment finances 87 percent of the total cost of primary education and 80 percent for higher levels.
Little effort is made to generate resources through fees. Those charges that are levied bear no relation

3' 'Other Asia" is comprised of Ban_gdesh, China, Indonesia, Korea, Malaysia, Nepal, Papua New
Guinea, the Phi@ippines, Sri LTaX and Thailand.
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minimum levels of learning in education provide a good example of how greater attention can be paid
to outcomes in India's social programs.

Rcent Govemt Inidatve

3.52 The Eighth Five Year Plan aclmowledges both the public ewpendituze issues and program
constraints noted above.$/ The Plan states that lidia will: direct greater government attention to raising
the level of human capital in India, through both the creaion of an enabling environmtnt for the private
sector and through its own efforts; direct greater resources to key social programs; see that social
programs offer a level of quality that attracts approprbte clients and produces an accptable ini
level of output; and focus greater attention on the efficiency of social programs. The Plaa document
indicates also that Cetal and State govermments will improve the finaing patterns for programs to
ensure that: resources are available when needed; there is a sufficient level of expendiure on operations
and maitenance to make progrms effecdve and efficient; public subsidies are targeted on those most
in need of them; and, that costs are recovered from those able to pay-particularly for tertary education
and higher level health care.

3.53 The Government r. some progress with this agenda during 1992/93. Cuts that were made in
budgetary funding for imkortant social programs in the early stages of the adjustment process have now
been restored. In conjunction with the development of a Program to Strengthen the Safety Net, the
Government annouced a nmber of policy measures to deal with the points indicated above. In terms
of the funing of operations and mntenace, for example, the Govermn is enhancig the finding for
the provision of drugs for primary health care and is revamping Operon Blackboard to assure greater
availabty of teaching materials in primary schools. It is also micreasing the norms for food
supplementation under the ICDS program. To improve targedng, the Goverment is focusing the
exransion of ICDS on 180 distrcts in which infant and maternal mortality are the highest. The
Govermnent is expanding also the PDS into targeted priority areas, and States are taking measures to
reduce the participation in PDS of better-off groups. Primary health care expansion is being focused on
90 districts in which maternal mortaitiy rates are highest. Many of the ideas oudined in the preceding
paragraph are incorporated also in the revised National Policy on Education (1992) and in the associated
Programme of Action adopted in Augus. 1992. The Government is implementing a new national primary
school development program that gives priorty to disticts where female literacy rates are below the
national average or where total literacy campaigns bave generated an unmet demand for education. The
Center's plan allocations for higher education are to be held connt in nominal terms.

3.54 To increase cost recovery, the Government has increased the fees at some of India's elite
institutions of higher learning. For example, fees at Indian Institutes of Technologies have been increased
from Rs. 385 to Rs. 1,000 per year, ard at the Management Instuts they have risen to about Rs 6,000
_er year. In addition, a major study of financing is being carried out by the Universities Grants
Commission; new endowments have been set up at State educational institutions; tax concessions offered
to those who donate to institutions of higher learning; and fees raised for foreign students. Steps to raise
cost recovery at some Government operated tertiary hospitals have been taken as well. Greater attention
is being given also to improving the quality, efficiency and effectiveness of key programs. The
Government has begun to implement an Action Plan for Revampig the Family Welfare Program. It has

"' See, Eith Five Year Plan. l2-97: Volume II. Sectoral Pf aMs of Develoim. Planning
Commission, GOI, 1992.
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already carried out miajor reviews of prlmaiy health care, endemic diseae control programs and cataract
blindnaes and has begun to implemaet enhanced programs for leprosy and blindness. Plans are being
drawn up for similar investments to combat malara and tuberlosis. Finally, the 1993/94 Union budget
includes a substantial increase in funding for Central assistance for primary education, endemic disease
control programs and the ICDS.

Reform Prioritiesduring fthe Trnition

3.55 The measures being taken by the Goverment are timely, important, and represent a departure
from previous approaches that have made limited progress in developing India's human resources.
However, the funds availble to accomplish the Government's goals for human resource development are
likely to remain limited during the next several years. Consequently, measures to imp ove the
effectiveness and efficiency of public expenditures in the social sectors need to be at the heart of the
reform effort durig te transition. Deermied action in the following areas will be crcial: focusing
public financing on high priority programs and needs; enhancing cost-recovery; and increasing the role
of the private secto. in finding and providing human resourec development programs. Over the medium
term, it is unlikely that India can meet its priority humn resource development needs by continuing to
provide only 3 percent of GDP from public funds for the social sectors. Given the large volume of
unmet social needs, and the low coverage rates of programs to addrs them, additional public funds will
be needed to ensure satisfactory coverage for those unable to pay for them in the private sector and to
meet gaps that the private sector (including voluntary groups) will be unable or unwilling to fill.
Significant progress in the priority areas noted above during the next few years will help to create a more
fvcrable environment for productive use of public finds to accelerate human resources development in
India. The agenda in each of these areas is elaborated on below.

3.56 Eouin on high rigrt areas and needs. The historical evidence from both India and other
countres indicates that providing universal access to primary schooling and raising completion rates in
primary school merits high priority in human resource development and the highest priority for
educational investment. Moreover, the highest priority within primary education needs to be the
education of young girls.0 Improved educational antainmt in India, would reduce significantly the
difficulties associated with promoting nutrition, health and fertlity reduction.

3.57 Another high priority for public investments in human resources is to raise the nutritional status
of children under three years of age, and of pregnant and lactating women. Many of the nutrition
investmes to deal with these problems are of extremely low cost but yield a very high rate of social
reurn. Improving basic health requires greater atention to imnopeventable diseases, diarrheal
disease and acute respiraty infections for children, and to mrnal health and family planming, malaria,
respiratory infections and tuberculosis for adults. As in the case of micro-nutrients, virtually all of these
diseas can be addressed with low-cost, highly effective and well proven technologies.

3.58 Addrmsing xndia's needs in these priority areas reWires. not only improvements in existing
pnros. but diversion of resources from other areas. The Government recognizes this and, within the
social program budgets, has committed itself to maintaining the present levels of public expenditure on
higher education and tertary health care in nominal terms. This will allow it to allocate a larger share

6' Subbarao, K. and Laura Raney. -Social Gains from Female Education: A Cross-National Study',
World Bank Policy Research Working Pape, 1992.
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of total public health and education expenditure on primary education and primar bealth care in coming
years-e.g., the Eighth Plan provides for an increase in the share of elementary education from 37 percent
of Plan resources for education in 1985-90 to 47 percent in 1992-97. Better focusing and targeting of
public expenditure, especially on the poor, would help also to address some of the regional and gender
disparities noted earlier. There are also important shifts that can be considered within pnrograms. For
example, about 11 percent of the Family Welfare budget is currently spent on co_mpion and telated
expenses to women who accept ste ilization. The Govenmment plans to reduce these payments in favor
of promoting more flexible forms of contraception among younger women, and to raise the overall quality
of the services offered.

3.59 Enhancin cost recovery and mobilizing extra-budary resources. Despite the political
difficulties, it is crucial that the authorities continue to expand cost recovery efforts in health and
education, particularly in tertiary level institutions. The failure to recover eosts at these institutions is
contributing to the lack of funds at all levels of health &Ad education. It has been estimated, for example,
that if the Union Government increased fees in the elite tery insttutions from an average of 0.3
percent to 10 percent of total operating cost per year, it would raise additional revenues of about Rs 4
billion each year. This would be a significant contribution in view of the fact that total Central budgetary
expenditures in the social sectors amounted to less than Rs 68 billion (about 1 percent of ODP) in
1992/93. Other resources can be raised, at least for tertiary education, through, for example, voluntary
contributions and endowments. It is estimated that 20-30 percent of the costs of tertialy education and
tertiar health care could be recovered frmn beneficiaries over the medium term. The Govermment has
begun to take steps in these directions. Moreover, by allowing universities and hospitals to keep some
of the revenues raised through cost-recovery efforts, these institutions could improve the fimding of their
own programs and help compensate for cowtraints on public funding.

3.60 Increasing the role of the private sector. Although comprehensive data on the overall extent of
private sector participation in India's social sectors are unavailable, it is clear that this participation is
considerable and could be enhanced. The Government could develop more systematic mecanisms for
nouraging private and voluntary participation in nutrition, health, family welfare, and education

services. For example, although there are a large number of NGOs that are involved in Family Welfare
activities, their total contribution is not significant. The Cental and State governments could actively
encourage the participation of NGOs, especially in areas of community participation and awareness
activities where they could have a potentally large impact. Some of the efforts at increasing NGO
participation in the Family Welfare Program and the District Primary Education Project may provide
"models" for further collaboration with NGOs-as with some of the social sector activities in Gujarat, in
which NGOs play a very active role.

Buildina Towards the Longer Term

3.61 The Governent recognizes that social sector adjusunt is a high priority both to protect the
poor and other disadvantaged groups during the transition, and to Jay the foundations for accelerated
development of ndia's human resources over the longer term. The measures noted above would: focus
public expenditure on the highest priority areas and target groups; lead to improved quality, effectiveness
and efficiency of key programs; and help to expand cove-rage through some of these improvements and
through an enhanced role for the private and voluntary sectors-which would allow public fiuds to be
concentrated further in key areas that cannot be filled in other ways. Accomplishing these reforms would
create a more favorable enviromnmet for productive use of public fumds in the futre when governmen
spendig wi1l have to be increased to address the large volume of umnet social needs.
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F. Conclusions

3.62 A central objective of the Government's structural reform program is to change the role of
government in the economy through: a reduction of the fiscal deficit to free financial resources for private
investment; a withdrawal of goverment from activities and interventions where Its involvement is
unnecessay, ineffective and/or inefficient, and costly (in relation to the private sector altemative); the
creation of an environment conducive to private sector involvement where appropriate; and a
strengthening of the public sector in its remaining high-priority functions.

3.63 Despite the consider4 ble progress made in reducing the Cental fiscal deficit and relaxing barriers
to private sector entry in a large number of industries, concrete reassessment of the future role of both
Central and State governments in a nunber of key areas sstil at an early stage. Without a
comprehensive, programmed approach to public expenditure reform, the ongoing fiscal adjustments may
prove unsustainable, and the socia benefits from government spending will remain unacceptably low.
Possible roles for expenditure reallocations, program cutbacks, shifts in financing patterns, and
improvements in program effectiveness and cost recovery in India's overall fiscal adjusutent need to be
carefdly examined. From an expenditure containment perspective, desirable steps would include: price
increases and improved targein to reduce subsidies-for food and fertilizer at the Central level, and
irrigation wat and power at te State level; elimination of budgetary support to loss-making public
sector enterprises (PSEs) and of investments in non-infatructn PSEs; exposure of commercially viable
PSE units to market discipline; more vigorous action to contain government staff costs-particularly at
the State level; and continued restraint in defense spending.

1.64 In view of the resource stringencies facing the public sector, stengteing the role of the public
sector in key areas such as human resources development will require: (i) intra-sectoral expenditure re-
allocations to focus more on providing basic health, mntrition and education services-particularly to the
most disadvantaged and vulnerable groups in the society; (U) a more program ic approach to such
expenditures, involving a more effective mix of staff, facilites and materials; (iii) a reorientation of
public expenditres from subsidies to augenti, improving and adequately mintaining the
infrastructure for economic development; (iv) improving incentives for greater cost recovery for publicly
provided goods and services-particuarly from those able to pay; and (v) tapping private capital and
initiative wherever possible-especially in tertiary social services such as universities, medical schools and
hospitals. Expenditure refonns along these lines will create a solid foundation on which the Government
can build, once the ongoing fiscal adjustmets have created the necessary flexibilit for increased
budgetary expenditures in the social and infstructure sectors. The agenda for reform in India's core
infrastructre bsectors is examined in greater detail in the following Chapter.



CHAPIER 4: CHALLENGES IN PROMOTING INFRASTRUCTURE DEVELOPMENT

A. I

4.1 India's development strategies have always given a high priority to the expansion of the
country's physical inrastructre. Over the past decade the infastucture sectors-defined to include
transport, communications, irrigation and flood management, water and sanitation, and power-absorbed
about 50 percent of Plan resources. However, as in other areas of public spending, expenres on
inutur have been spread thinly across a large mmnber of programs and projects, and give
insufficient attention to the actual provision of services as opposed to provision of physical facilities.
Thus, the willingness of users to pay more for better or different services has been a secondary
consideradon to provision of basic services at the lowest possible charge. Inappropriate pricing of public
infrastructure services and little private sector participation has been the norm. The result has been a
patter. of growing supply-demand gaps, disappointing levels of efficiency and effectiveness, declining
rates of cost recovery, and inadequate retums on investmens.

4.2 Recognizing that severe infrastructural bottlenecks could inhibit the pace, efficiency and
sustainability of economic reforms, and seriously limit the distbution of its benefits, the Government's
new development strategy attaches a heightened importance to development of infrastructure o the
provision of actual infrsruu services to users (see Box 4.1). The Eighth Plan (1992-97) calls for
a similar proportion of public sector outlays as in previous Plans (see lible 4.1). However, the Plan
envisages also a much greater role for the private sector than in the past, as well as a substanial
improvement in the efficiency of public investments.

Table 4.1 Public Sector Outlays for ,Inrructr in the El,hth Plan. 1992-97
MRs. billions)

Ceer State Tot
Subsector Rs. Percent Rs. Percn Rs. Percent

Irrigation 1S 1.4 310 29.5 325 15.6
Electric Power 312 30.1 484 46.0 796 38.1
Transport 410 39.6 149 14.2 559 26.8
Telecommunications 239 23.1 - - 239 11.5
Water & Sewer 60 5.8 107 10.2 167 8.0

Total 1036 100.0 1051 100.0 2087 100.0
Percent of Public
Sector Plan Outlays 42 56 48

Sorce: India: Eiehth Five Year Plan. 1992-97, Vol. 1, Table 3.18, pp. 59-62.

4.3 In the next Section, an attempt is made to in an ustandigof the task ahead in
infastructure reform in India based first on the lessons to be leamed from the "quiet" reforms already
undertake This is followed by an examination of issues for fitre reform in each of the major
infrastuc categories. The Chapter concludes with a summary of some key, common policy
implications for the infrastructure reform process and an assessment of the degree of suscetbilty of Ihe
various subsectors to economic reform.
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B. Lessons from Past Infrastfcture Service Refonns

Trnsgpgortto Reforms

4.4 There are three areas in which substantal reform of transport iniascture services have
taken place in India. This is in domestic 1rucdngg, domestic akiHz service and intercity and urban ba
=W_rt. Trucking in india has never been publicly provided nor subjected to the sort of detailed

government control that has proved to be so cosdy in many other countries' Under the Motor Vehicles
Act of 1939 attempts were made to protect the railways from trucking competition by restricting trucks
to operations in a single State thereby limiting them to short haul operations. Otherwise free entry and
exit and a free pricing policy were allowed. States were allowed to issue national multi-State trucking
permits subject to ceilings set by the Central Government and these expanded steadily as freight transport
demand grew and the railoads withdrew from haulage of privately-owned goods in favor of haulage of
public sector goods and passengers. In 1986, the Cental Government removed the ceiling on national
permits and in one year the number of permits increased from 25,000 to 57,000. Today there is no
shortage of trucking capacity in India and services of various quality can be purchased by any user willing
to pay. The effect of this deregulaion and privadzadon of trucking has been to shift India from a rail-
dominated freight market in the 1950s to a road dominated market in the 1990s1

4.5 The major privately-owned airline in India has, in about one year, managed to capture
approximately 20 percent of the domestic inwercity air travel market from the former Indian Airlines (IA)
monopoly. A bill providing for repeal of the Air Corporations Act of 1953 has been induc;d into
Parliament and, if passed, will lead to more privaizaton of domestic and international air services.
Airport developrwit and operations will move also to a "landlord" type operation where many of the
facilities will be icased to private operators to sell their services to the airlines. The push for introducing
competition came from poor IA service and financial difficulties that, in the face of declining traffic and
at least 20 percen redundant staff, could not be fixed with fare increases.

4.6 The steady privatization of State bus monopolies has been less dramatic except for the city
of Calcutta where the rapid financial and physical demise of the State bus company led to a reintroduction
of majority private bus services into the metropolitan area. At tlXe national level the process is reflected
in the decline of public sector buses from 46 percent of the natPnal fleet in 1980/81 to 33 percent of the
fleet in 1989/90. The pressure for this reform has come less from poor qualty service and more from
financial distress. In order to cut losses of the State bus monopolies and maintain services, the least
profitable bus routes have been turned over to the private sector which has managed to make a profit
without fare increases.

1' The Eighth Plan document avoids a discussion of modal split and the fact that roads now carry
over 75 percent of intercity passenger-km and over 60 percent of intercity ton-km. The August 1988
Planning Commission Report on Pefr t Plan for Mano Develme, deals explicitly with
the issue but reduces the dramatic nature of the shift in shares by treating only the inter rgional traffic
which exclude all of the short-haul traffic on the roads. The more recent Expressway Study by th-
Ministry of Surface Transport (MOST) highhights the true nature of the modal split by making comparis.a
of road and rail traffic for parallel links. See Development of a Lon, Term Plan for Expressways in

, Final Report, GO0, MOST, October 1991, Table 4.14, p. 4-31.
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kdriation Reform

4.7 Another "quiet" reform that has received little attention is in the shift from public canal
irrigation to private tube wells and low-lift pumpsY Portable motorized purmps did not become a
prominent feature of irrigation in India until well after their introduction in the 1950s.11 It is safe to
assume that in 1950/51 most irrigation was effected by large scale surface canals and small scale
reservoirs or tanks (the "other" category). By 1970/71, of 31.1 million net irrigated ha in India, about
38 percent was from wells, most of which were motorized and privately owned. By 1984/85 the well
share had risen to 48 percent of the net irrigated area. The "privatization" of irrigation was well
advanced a decade ago through a "minor irrigation" technology that allowed individual farmers and small
farmer groups to pump water from the aquifer. With the "lift" technology of the deltas, farmers were
able also to use portable low-lift pumps to raise water from dains and ponds to the fields.

Table 4.2 Shifts in Irrikation Technology 1951-1985

Area (Millions of ha) 1951/52 1965/66 1970/71 1984/85

Total Net lrrgated Area 21.1 26.4 31.1 41.8
Of Which (net):

Canals 12.8 15.9
Wells 11.9 20.0
Odther 6.4 5.9

SE=: World Bank staff estimates.

4.8 The shifts from public to private irrgation technology in India are clear from the official
stadstics but tell only part of the story. Official estimates of irrigation coand areas for large public
canal shemes are invariably overstaed while those for small-scale and private tube wells are usually

V This farmer response to change in pumping technology is a "reform" in the sense that it has led
to "privatization" of a substantial share of irrigation service. While public investment in tubewells have
been made, they have not performed well and are a small proportion of the total investment in pumping
machinery.

' According to the Eighth Plan document there were 200,000 electric pumps in the country in 1950.
By 1989/90 the number had risen to about 8 million. If the estimated diesel-driven pumps of about 5
million are added then the total mumber of irrigation pumps would be about 13 million for a national net
irrigated area of about 42 million ha. approximately one pump for every 3 ha. of irrigated land. What
is usually referred to as "mhor" irrigation equipmnt has become a "major" element of irrigation
technology. See: Chapter 3 (Irrgation Command Area Development and Flood Control) and Chapter
8 (Energy) in India Eith Five Year Plan 1992-97, Volume II, New Delhi, 1992, pp.56-91, and pp.
159-219.
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under-reported in official statistics. Purthermore, the DodMikty of well water is generally higher
than that of canal water because of famner control over quanities and tmn. Finally, increasing
conjunctive use of surface and ground water makes it difficult to separate out the effects of the two
technologies and a major role of surace water in some areas is to recharge the aquifer for tube well use
later in the year. As in the case of the shift in shares from rail to trucking technology, the shift in shares
from public surface water technology to private ground water and low lift technology has probably gone
much farther than the official staistics show.

Lessons

4.9 The basic lesson from the transport and irrigation reform efforts to date is that even modest
reforms can produce substanti efficiency and welfare improvements. In the case of trucking it has
meant the mobilization of large amounts of private capital and the provision of sustainable, adequate,
high-quality, demand-responsive freight transport services. In the case of the airlines it has meant
improvemens in the quality of service of IA, because of the competitve pressures of the private airlines,
and has brought private resources to bear where public funds are no longer available. In the case of the
buses it has meant the mobilization of private resources to provide passenger transport service in areas
where service might otherwise diswpear. In irrigation it has mobilized private capital to facilitate
flexible, high quality water control to complement fertilizer and high-yielding seeds and to make Indian
agriculture more drought resistant and productive than with surface irrigation technology alone.

4.10 A second lesson is that the private sector in ndia is willing to invest in and operate mobile
pieces of capital equipt that can be removed, sold or used elsewhere on short notice. Hence, the risk
facing the private operator is reduced to acceptable levels. While airplanes, trucks and buses are using
fixed infr sucture provided by the public sector (airports and roads), they are actually the providers of
the services the infhstr makes possible. With public regulation to protect from market failure, all
airplanes and ali buses in the country could be provided and operated by the private sector as is the case
with virtually all trucs on the national highways and all buses in Calcutta. That this is unlikely to
happen is the subject ef the thWi lesson.

4.11 The third lesson that emerges from the airline and bus reforms is that there is a way to push
ahead with reform despite the concerns of redundant labor and the power of the unions. For bus
transport the average number of employees per public bus is 7.5 while that for private buses is about 3.0.
Personnel costs for the State operations are about 37 percent of total costs while those for private
operations varies between 6 and 13 percent of total costs. If four staff per bus were to be adopted as an
efficient standard for public bus operations then about 350,000 public bus employees, about 47 percent
of the labor force, would be redundant. Indian Airlines opeates 52 aircraft with 23,000 employees of
which about 20 percent are esdmated to be redundant. In spite of the understandable concerns of labor,
refonns have been able to proceed at the margin and can expand gradually as the total market continues
to expand. This is important becuse it provides a middle ground on the difficult issue of labor
redundany. Reform at the margin allows enough movement for the crucial demonstration effect of
reform effectiveness to develop. Once it becomes clear that there are substantial benefits to be had, the
beneficiaries themselves become a force for more effort and an effective protection from attempts to roll
back the initiatives.

Y See Irrigation in Asia and the Near East in the 1990s, by Levine, Rosegrant and Svendsen,
USAID, Washington, D.C. 1988.
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4.12 The final lesson is that substantial reform can be achieved "quiedy" through incremental
changes over time leading to an accretion of progress that may not receive much aenion. The reform
process need not always be draatic, as long as the cumulative results are manifesdy significant.

C. Futtre Secor Reforms

4.13 To date, the major reform-inducing link between the macroecnomy and the infrastructure
sector has been that of finance. Recent refonns of the financial system and the removal of interest rate
cross subsidies from private to public entities and State governments has generated beneficial financial
pressures that have supported airline and bus reform and set the stage for reform in the crucial elefttric
power sector and the railways. As the rest of the macroeconomic and strucural reform package is put
into place there will be new pressures for change in the infrastructure subsectors. To appreciate these
linkges it is necessary to consider the situation that obtains in each subsector and to assess the actions
necessary for change in the near future.

Telecommunications

4.14 It is well established that foreign trade is dependent on internationally compatible
communications and transport systems and that virtually all the successful trading economies in Asia have
made substantal progress with extension and quality improvement through privatization, efficiency
pricing and competition in this sector.:' As with airlines, telecommunications in India is a non
overlapping central subject; the users of the system are neither disadvantaged nor deserving of subsidies
and, given new technologies, parallel competition by two or three national providers is feasible without
sacrificing economies of scalefi' The qualty of the current service is also very poor compared to
international standards. Purther, in India the potenial market is estimated to be three to four times the
market crently being served-and it is well established that users would be willing to pay for better
service. The case for subsanal reform is overwhelming and much of the groundwork has already been
prepared.2'

4.15 Currenty presiding over telecommunications services in Idia is a single financialy self
sufficient monopoly, the Deparmnt of Teleommunications (DOT). DOT is involved in regulation,
direct provision of services, and promotion of telecoms equpment . The recommended
first reform step is to separate these three functions so that independent regulatory and policy maldng
bodies could promote competition and private sector participation and concent on the flow of services
to users rather than the provision of physical infrastructure. Besides the establishment of these two

dlependt bodies, comprehensive reform would include entry of competitors in both long distance and

' See "Restructring the Telecommunications Sector in Asia: An Overview of Approaches and
Options by Robert Bruce and Jeffrey Cunard, The World Bank, September 1992.

SI It may be that mrual services require a subsidy or cross subsidy but the nature and extent of such
support has not yet been acerined.

2' See, for instance, the presntaons and background papers prepared for the recent workshop
"International Experiences in Telecommuicaons Reform and its Relevance to India", New Delhi,
November 21-22, 1992.
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local services, and the reorgaization of DOT into regional operaing conmpanies. None of these steps
have been taken yet but DOT has agreed, in principle, that a separate regulatory authority be established
for the subsector and has accepted the offer of the Industral Credit and Investment Corporation of India
(ICICI) to help develop a well-rasearched strategy to set up the authority and to determine appropriate
arrangements for allowing new entrants in the nural areas.

4.16 Progress is being made in other areas also. Private sector competition in some areas of
telecoms manfcturing is now being allowed. As in the case of irrigation, emerging competition from
new technologies that do not depend on the core infastrucure services of DOT is promising. Wireless
cellular services are being arranged by non DOT firms and this was a conscious and laudable decision
by the Government. Also, the non DOT core communications infrastructure of the railroads and oil
companies are potental competitors. This is an area where much more can be done fairly rapidly once
the key political and policy decisions are made; with a high potential payoff in terms of exports, foreign
investment and domestic commerce.

PO"S

4.17 Ports in India are regional monopolies for large scale bulk and container flows. They are
admnistered by autonomous Port Trusts with a Chairman and Chief Executive Officer usually, in the
larger ports, from the Indian Administrative Service cadre. As in telecommunications, the ability to
cover costs with user charges and the emphasis on provision of physical inastructure rather than a flow
of services to the user has led to high cost, low quality, port service. The modern container facilities at
New Bombay and Madras handle less than ten containers per hour compared to 25-30 per hour in other
ports in the region. Low capital and labor productivities lead to a chain of cargo and ship delays that are
costly. Container delays cost about US$ 70 millions per year while excessive ship waiting time costs run
about US $100 million. Less obvious but more serious is the poor international shipping technology that
serves the major Indian ports because of the delays. The cost of Indian foreign trade moving in feeder
services rather than mainline services is estimated at US$ 250 milion per year. The 104,000 port
employees and the unspecified number of customs personnel working in the five major ports of the
cuntry continue to employ the usual restrictive practices of unreformed ports and payment of "speed"
money by port users to facilitate clearances is so normal that it is routinely quantified (see Box 4.2).

4.18 For ports, the model for successfil reform in other countries has been similar to that used for
airports in which the port authority remains responsible for the provision of the basic breakwater, channel
and wharfs and controls safety and enviromental elements. It then leases or franchises the various
operating services of the port to the private sector which then organimzes the machinery and labor to
provide services for a fee to ships calling at the portY The port authority then specializes in being a
real estate and leasing opertion in which competition and private finance are encouraged so that the flow
of cargo is rapid and smooth. The most promising first step to improve rapidly the operation of the key
container terminals of the country, the facilities that move most of the high value import and export
cargoes, would be to license or franchise their operation to sultably prequalified firms. This is being
considered but not yet undertaken. There have, however, been cases of berth and equipment leasing,
berth reservation schemes and privadzation of dry docks so that some 'quiet" reforms are proceeding.

F See Ports Administration: Should Public Ports be Privatized?, by Zvi Ra'anan, The World Bank,
Sept. 1992.
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Electric Power

4,l9 The electric power subsector is the larges of the infrurasmotr categories in terms of public
expendhure. The dire hctlnage between electric power usage and economic growth is more obvious than

asy odier initructuA e sector and this is cuurently tfe setorrce thre most active attentio n from
he authotibes, including a new an prtwingappreriation of the potent role of the private sector. The
esse ntpo4edie t for reform i.e. inadequate and poor qualiPy service and financial distress are also
manifest (see Box 4.3). However, aoeu ve reform of the eoectric power sector has been derayed by the
overlapping and conflicting concerns of the Centml and State goveroments.

4.20 The main problem has been the poor performacme of the State Electicity Boards (SErs),
vwhich distnuo power, set tarmffs and collect revenues. India has in place, in its Electricity Act, a
potentially workable regulatory famnework for the sector, givmig the SEBs considerable autonomy. In
practice, however, the SEBs must obtam State Gove0mment approval (often achahgest pohtical level)

r most major decisions including those on invesmnwts, tariffs, orbowing, salary and persomel policiesar
In Indias federal structure it is difficult for the Centml Govermnent to effect needed reforms dlirectly.
Budgetsuy allocations from the Center to the States are set by an automatic allocation fonrula. Within
this fameworkb, apart from pressi the Ses to adjust power tarnff, the Govfnerent's power sector
streegy addresses the SEB problems indirectly through Centml sector agencies (conditioning power
supples of Cetral sector utilities and discretonary fumcing to the states on SEB performance) and by
using the private sector. The S IBs have sfmk steaydiy ito deficit finacig with fnds meant for system
e4hion. The power system has expanded as far as the industr c tax base and the fg i cial resources
of govTmenrt wicl liommodate. Wgbe e the fortrnate resideiag and agricultural users who are allocated
power have Linrae to cotrplsn about since cren pay so lithe fpoor service, they are not yet given the
alteenative of paying more for better service nor is it possible to eiend the anviciato those who cufealsy
have none.
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prdcion and growth. lndia now allows full ownership of power companies by the private sector (local
an foreign), an extended period of license of 30 years with 20-year renewals and increased financial
returns. These recent policy changes and high-level promotional efforts have been successful in
encourgig ineest in private powver projects. About 43 proposals are currently under active
consideration; various SEBs have signed Memoranda of Undrtnig (MOU) for 38 private
develomns; eight projects are at an advanced stage of furter negotiation. InI spite of substan1tia
inte:rest, exploratory activity and MOUs, no agemet have yet been finalized. Additional incentives
were hnrdced in the Union budget for 1993/94, including a reduction of import duty on power projects
to 20 peret and a five-year tax holiday for new private power projects. Thlese recent incentives
notwitsadn, significant private sector investment will materialize only after reforms of the SEBs.
In early 1993 the Power Minsters of the various states adopted an action plan designod to begin the
necessary reform by committing to specific target improvements in the area of plant load factors,
transmission and distribution losses, tariff rationalization, payment of arrears, utilization of external
assistace and private sector participation. The first steps are being taken.

4.22 There is much more to achieving a flow of high quality power services than expanding
generatng capacity and the reform package being promoted in India takces a comprehensive view of a
nationwide, sustainable, long term industry and market structure (see Box 4.4). Portunately, there are
good international models of successfully operated power utilities that India can draw on and, given te
eventul reform of the SEBBs, the rest of the package can be put into place.
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4.23 Little reform has taken place with Inldian Railways (IR) to date because the miality of rail
service for its captive public shipper freigbt markot was, until recety, reMatvely good and because the
public sector bulk freight shaiprts have been pIying fjeght rates that have covered the losses on the
meter gauge system and on passenger operations. In the absence of poor quality service and financial
pressures, IR has remained as a mfttn rsotation conglomerate in a highly segmtd
transport market. There is no comercia or marketing deper uet actively concerned about the flow
of rail services to private sector shippers, most of whom have shited their busingss to more costly but
more dflnand responsive road Itrasport. Moreover, the labor force of 1.7 milion, of which at least
400,000 are redundant, is another powerfal deterrent to reform.

4.24 The filnal performance of IR has begun to deteriorate as has the quaity of service for
freight shippe. Subsidized pasenger operations are growing fster than profitable freight opeahons
and passenger als an given priority over freight i the now-congested tin li rail cofidors. Also,
the wages of the labor force si most yea have been growing faster than theo producutvity. With
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declining budgetary support, IR has ampted to sell bonds on the open market, but has had little success
to date.

4.25 For railroads, a common reform model is similar to that of telecommunications in which the
first step is to separate the regulatory and nfacturing funcdons from that of providing commercial
freight and passenger services. A coiporadzed transportation organizadon, operating along commercial
lines, answerable to an independent regulatory commission would begin to provide an environment in
which appropriate services and "correct" pricing signals could be sent to public and private sector users.
The existence of a competitive private sector bu- ,ad trurk industry would then give the public and
private users of transport services an array of options to choose fron.

4.26 The first practical manifestation of change has been the creation of the successful rail
subsidiary, Container Corporation (CONCOR), for handling privately owned import/export container
flows by rail to and from the ports. This has been the fl: . tcntative step in decentralized commercial
rail specialization to serve private sector shippers. The pressure of international container service
operators together with the now binding financial constraint has been responsible for the creation of
CONCOR. The next step would be to develop CONCOR into an autonomous commercial entity with
private capital participation and to expand the concept to domestic container flows to both relieve pressure
on the roads and to generate new profitable services for ER. The expansion of CONCOR into domestic
container flows has been accepted, in principal, by TR management so that reform is beginning to advance
in the railways as well.

Roads

4.27 Roads have been the most accessible infrastrucure in the country in that they are jointly
consumed by millions of individual public and private users with free access to the system. This
charctic has, however, been responsible for t}ie lack of a commercial linkage between providers of
roads and their users. Further it has allowed axle overloads that are financially profitable for the users
but economically disastrous for the system in terms of pavement damage. Externalities in the form of
fatal accidents and air polution are also associated with this transport technology. Official planning
objectives have been to keep as much traffic as possible on the safe, fuel efficient, non polluting railroads
and to invest in roads as little as possible except in the case of rural access roads where there are no rail
links.

4.28 These policy objectives have not been met because private bus and truck op_rators have been
able to offer relatively better quality services than rail on the rudimeay road network. Private shippers
of high value products have almost no other alternative as Indian Railways has given priority to passenger
services and public bulk shippers. Despite the emphasis on passenger services and bulk freight, IR today
accounts for only 22 percent of intercity passenger-kldometers and about 40 percent of intercity ton-
kdlometers. India's transport system is domminat by roads and road transport despite official objectives
to the contay. The conflicting priorities and actual trends have, however, led to a situation where main
corridor road congestion is so severe that the typical marginal return on core road investments is around
40 percent, which indicates that too little investment is being undertaken too late in the high density
network.

2' See Options for Reshaging the Railway, by Neil Moyer and Louis Thompson, The World Bank,
June 1992.
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4.29 The sort of financial pressures that are so effective in forcing reforms of revenue generating
public providers of ifrastructure are missing. Roads have always been financed 100 percent from
budgetary sources and planned and implemented by the State Public Works Deparments (PWDs). The
inadequate supply of public main corridor roads generates private financial problems in the form of
congestion and high operating costs but does not threaten tie existence of any public entity. Moreover,
there is no evidence that a much larger budget could be tumed rapidly int high quality roads by the State
PWDs and the domestic road construction industry. High traffic volume road projects that require
machine compaction and finish should take three to four years to complete but routinely require eight to
ten years in Idia with engineering characteristics that generally cannot support high traffic volumes and
heavy axle loads efficiently .

4.30 The most compelling force for reform in the financing, provision and maintenance of main
roads is that of poor quality infrastucture leading to cosdy service. Whhe this has been well-
documented, it has not been sufficient for comprehensive action, pardy because the extent of the
domination of road transport over rail and its implication for transport policy has never been fully
acknowledged (see Box 4.5).AO

4.31 A substantia earmarked diesel fuel and gasoline tax for exclusive use of the core road network
has been proposed on the grounds that road users should pay these special taxes in return for adequate
roads. The argument against earmarking of tax revenues is well known but such a fund, given a limited
life, would aid greatly in reducing the backlog of high return road investment projects if the absorptive
capacity constraint of the State PWDs and the construction industry could be relaxed.!' An approach
which has been used in many countries is toil roads. India has collected tolls on bridges for many years
but not on roads. The attractiveness of a commercialized toll road authority is that the user charge
feedback mechanism, which has been missing for both roads and irrigation infasuct in India, would
then be in place for major roads. The revenues would then be exclusively for operation and mantenance
of the facilities, together with a contnbution to the capital costs. A toll road authority could also
introduce competition for and privatize many of the services that the State PWDs provide inefficiently
in-house. Chief amongst these are engineeig design and supervision services, toU collection, axle
weigh control and road maintenan. Provision for a toll road authority has been included in the act to
establish the National Highway Authority (NHA) and the 360 Km Bombay-Vadodora station is likely to
be the first toil project undertake. However, appointments of key personnel and fumding allocations,
which are under active consideration by MOST, need to be made to make NHA effective.

4.32 As in the case of electric power generation, it is hoped that the private sector can be induced
to undertake Build-Operate-Transfer (BOI) type oprations to fill the supply gap. Experments with these

LO' The Eighth Plan document acknowledges the need to expand the capacity of the high density road
corridors (HDC) and the possible use of toll expressways. However, the absorptive constraint brought
on by the underdeveloped domestic road constrction industry is not mentioned nor is the current
organization of the State PWDs. Also, the actala allocation for construction is so small that the revealed
priority for the HDC network appears relatively low. See: "Roads" in Chapter 9 of hdia Eight Five
Year Plan 1992-97, Volume II, New Delhi, 1992, pp. 224-230.

J' The State PWDs are slowly expandig their absorptive capacity by packaging larger contracts with
longer road segments that will encourage the use of large scale machine-intensive construction of the most
congested main roads.
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types of operations should be eouraged. However, ite possibitifes are not good in Idia given the high
res to investiew in the private sector and the uncerait injected into the large fwxed invesunent
decision by possible govemment pohcy changes. Prvate competitive provision of trucks and buses
operatg on a combination of publh free access and toll faclities is likely to be the most friitfud course.

Canal IfiaiTl

4.33 State Irrgation P qeparo w 1aDs) aemt to combine the planatng, construction, operaion,
maint e, and rulatory fibctions under one roof. Tbis was effective n the early 19SOs when public
irrigation infih=true services were profitable and competition from public and private tubewells was
not yet significant. Since then, declining real user chahes and collection rates, together with large
micreases inirigation bureaucrcies at the State lei have led to lrge deficits rteqr public ftuds.
In some States the pernnel cost for user chage collection alone exceeds the revee collected. The
steady approach to a zero user charge for can irrigaidon water is part of the justificaion for subsidizing
rurl electrc power, the argument being tdat users of tubewell wawe should get it as cheaply as mm of
canal water. .

4.34 the presence of poor quld b seevice and fposbl crisis exclusively at the State level would
(as in the case of bus tansport) normally uan considerable pressure for refoar, the most prominent
bmg an tncre, an ireguaton user charges. Tis would allevois e the ffnecti l problem and address the
quality of service problem as well since fiame paying a bandc ttial user charge would be justifed in
demano sing hifh quality sertice. This common prescription is difficult to implement because of the
pruiar technical problems of identibeing beneficiaries o dw measuring volumes of water with canal



- 96 -

systems (see Box 4.6). If canal irrigation were the only irrigation technology, and the quality and
coverage of the service were stagnant or declining, then a reform-inducing food production crisis could
eventually be expected. That this has not happened is largely because of the development of tube well
and low lift pump irrigation technologies. The public tubewell bureaucracy that was set up has been
unable to keep the public wells operating efficiently and the turning over of the relatively few public wells
to private user groups is recommended. Missing also is reform pressure from industrial and foreign trade
interests that make use of the power, telecommunication and transport infrastructure but do not benefit
directly from irrigation infrastructure.

4.35 The absence of well-defined user groups paying substantial user charges to a regulated and
independently monitored canal irrigaton bureaucracy is a major weakness in the operation of the many
canal irrigation systems in the country. Reforming public irrigation systems into regulated, revenue-
generating public utilities would do much to deal with the financial problems and poor service at the State
level but would not solve the larger problem of efficient national water resource use that arises from
perverse financial incentives for farmers to over-exploit water and the inability to effect basin-wide
planning of water resources. As in the case of the State Electricity Boards, the State Irrigation
Departments can ignore the important technical systems effects and tradeoffs that occur at the level of
the river basin. The inability of the Cetal Government to promote effective river basin planing across
States and between uses has led to situations where canal facilities are being constucted for which there
may weli be no water in the future. The presence of perverse financial incentives for farmers in the form
of free or nearly free electricity for pumping (when it is available) and nearly free canal water (when it
is available) leads to inefficient use of scarce water and energy resources and inefficient cropping patterns
for agriculture geneally. The removal of these incentives would promote desirable long-range changes
in patterns of food production and conswuption, but is likely to be resisted by beneficiaries of the current
system in the short mn.
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4.36 The problems in canal irrigation in India are unusually complex and need to receive more
attention from government. In particular, more needs to be done in the form of cental water resource
planning and in promoting feasible user charge regimes. The lt*.er is complicated by the fact that there
are few, if any, successful reform models in large scale public canal irrigation that Indian planners can
look to as they can in other areas of infrastructure.

Urban Water SwpIv and Sewerage

4.37 Urban water supply and sewerage does, on the surface, appear to be a technology that is
amenable to efficient mxnagement in the sense that, unlike roads, water supply and sewerage users need
to be connected and are, therefore, excludable. Unlike canal irrigation systems, the volume of individual
water use can be metered with some precision and (because of the excludability characteristic) the user
charged. Urban water and sewerage service demand is also relatively predictable, unlike irrigation water
use which varies widely as a function of cropping systems and rainfall distribution in a particular year.
All of these advantages apply to comparatively compact physical systems in easily accessible areas. Yet,
the chactedstcs of inadequate low quality service and financial distress exist in virtually all urban
systems in India. For instance, it is estimaed that over 25 percent of the urban population in 1985 did
not have access to piped water while over 70 percent did not have access to sanitary sewers.

4.38 Project completion reports and the sector work that has been conducted by the Bank point out
that part of the problem is that local governments depend on State govermment funds for much of their
revenues. When inveshnent funds are made available and systems expanded or rehabilitated, the local
governments fhquendy do not then have the manpower or financial resources to subsequendy maintain
and operate the systems. Absent predictable resource inflows, it has been difficult to put in place the high
quality fmancial, planning, engineering and administrative units that sustainable urban infrastructure
requires. Investment initiatives then take on an ad boc chbacter, and operational revenue and expenditure
accounts at the local level tend to achieve balance by allowing the system to run down.

4.39 The obvious expedient of self-fmancing through user charges has never been implemented
despite the fact that there is much evidence that urban dwellers are willing to pay a great deal more than
official tariffs for reliable safe drinking water. The major technical reason for the lack of volume-based
user charges is that it has been difficult to have a system of universal metering because of fluctuating
water pressures and poor quality (or badly maitained) meters. This makes user charge systems for urban
water supply as difficult as those for canal irrigation, and water charges have in some cases taken on the
form of a special tax on property that is connected to the system. Given official rent controls in all urban
areas that define legal rents on bases set many years ago without adjustment for inflation, property taxes
and water taxes based on property taxes cannot rise with inflation. Even where actual rents have been
proved to be well above legal rents the courts have ruled that, for tax purposes, only the legal rents can
be used in the tax computation.

4.40 Potable water, is also different from other infrastructure services in that it is not primarily an
intermdiate good-it is an elemern of final demand or consumption for households. It has been defined
as an essential good that every Indian citizen ought to have as a basic right. So called "free allowances"
(defined in daily or monthly terms) were important at one time. This has meant in practice that domestic
users are to pay as little as possible for this essental commodity while commercial and especially
industial consumers, for whom it is an intermediate good, are to pay enough extra to cover the cost of
domestic consumption. For cities like Bombay, Madras and Hyderabad, with a large and affluent
industrial and commercial base, average costs of production and delivery of their limited systems have
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generaly been covered.1 For all other cides this has not been the case. Clearly, the right to water
of all citizens in urban areas is currently condidoned by the size of the industrial user group and the
availity of other tax revenues to cover the cost of the subsidies.

4.41 Sewage treatment and disposal is a substantially different technological and administative task.
The urban population puts also a much higher priority on access to drinkg water as evidenced by the
fact that even nominal charges for household connections to sewers are frequently avoided. This has led
in some areas to underutilization of installed sewer capacity, something unheard of in almost all other
hifsuure categories in India. It also threatens the safety of drinking water supplies through possible
contamintion of leaking water systems which may experience negative presues under fluctuating supply
conditions.

4.42 While private financing and operation of urban bus and solid waste disposal systems is
feasible, it is much more difficult to organize altenatives to public finance and provision of water supply
and sewerage. It appears, therefore, that reform in this area implies a change in policy towards domestic
user charges together with universal metering and/or a change in the legal definition of property rental
value and the power of local govemments to set and collect taxes.A The latter involves major questions
conering urban land use controls and land markets as well as new independent powers for elected (as
opposed to appointed) local governments. These issues are far removed from the poor service/financial
ditesabor redundancy issues associated with reform in t other categories of infrastucture. A better
understandig of the constitutional separation of powers between the various levels of government is
required in order to assess what is possible institutionally to do about what, on the surface, appear to be
ordinary problems of unreformed elements of infrastrucue services.

D. General Considerations for Infrastructure Reform

Icein Economic Efficie

4.43 The basic message for reform of India's infrastucture sector is the need for more efficient use
of the price mechanism and for competition among service providers. Without the "correct efficency
pricing signals a system that is technically optimal in a physical flow sense will not be used optimally,
nor will the system operators be able to respond dynamically to changes in user demands for services.
Similarly, only competition can get at the problem of low quality and lak of variety and innovation since
users are then in a position to vote with their user charges for better or different services from alternative
suppliers. With competition, markets and market niches that are not being served would receive

Wl In Madras, industrial users pay seven times the rate of metered domestic consumers and account
for about 40 percent of water authority revenues as opposed to 3 percent of revenues from domestic
users. This comes from 313 industial connections and 125,000 domestic connections. The technical
feasibility of metering only 313 hidustial connections is also much higher than that for the 125,000
domestic connections.

W The Eighth Plan docment takes the position that water should be managed as a commodity and
that system should be based on the principal that the user pays. It further states that municipalities/local
bodies should be free to charge users to at least cover the cost of operation and mai ce. There is
no lack of un of the problem and its solution.
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atention. High quality domestic rail container services (which are currently not offered) would be
supplied and peak hour suburban rail passenger services would not be restricted only to those who are
strong enough to survive "dense crush" loading. Telephone services would expand rapidly and the rate
of successful calls would rise. Industries that require high quality electric power services would buy their
power from those who provided it and so on. Getting the prices right and introducing (and maintaining)
competidon is much of the reform agenda for India's infrastructure sectors.

4.44 The difficulty of effecting these generic reforms in India should not be underestimated. The
pervasive willingness to use large cross subsidies within public infrastructure as an informal system of
taxation and expenditure outside the budget is a characteristic common to the Indian fiscal system. When
this is combined with the engineering arguments for high level systems planning, the low status of
efficiency pricing and competition as systems organizers, the power of groups likely to be adversely
affected by reform, and the overlapping concerns of two or three levels of government, it is easy to see
why only strong exogenous shocks in the form of very low quality (or no) services and financial crises
have been the principal engines of even modest reform efforts in India and elsewhere.W

4.45 Beyond the normal institutional resistance to change lie some serous technical conshtain that
need to be addressed. The call for efficiency prices and user charges is appropriate for
telecommunications, road transport, ports, railways, airlines and usually electric power. Users are easily
identified and metered and can be charged or excluded. For free access roads and canal irrigation in aUl
countries there are quite substantial and unresolved problems with identifying, metering and charging
users anything approaching an efficiency price. Crude surrogates usually in the form of taxes are
resorted to which generally promote equity and financial objectives but have weak linkages to efficiency
objectives. More specific to India is the problem with universal mering, billing and collectng for
consumption of electric power and especially piped urban water. Part of the problem is that official user
charges for some users are so low that it is not worth the cost of meters and staff to collect them. The
other part of the problem is that the provision and mainutenance of a metering, billing and collection
system requires resources and skldls that may not be available to an institution emphasizing expansion of
output and at the same time experiencing financial distress. Both of these problems derive from the
presence of large groups of users that pay little or nothing for valuable services.

Promoting Social Welfare

4.46 The provision of valuable infrastructure services at prices much lower than users would be
willing to pay generates economic rents. Managers and administrators who preside over the targeig
of subsidies to deserving members of the population are allocating valuable rents. As many as 20 percent
of rail passengers are riding at little or no charge. Some farmers receive free canal water and nearly free
electicity for their tubewells. Relatively affluent urban householders receive nearly free water and
subsidized electricity. Some poor urban dwellers have received nearly rent free housing. These are all
official transfers of rents to targeted beneficiaries. With a steady increase of two percent per amnn in
the population of deserving recipients, and the stagnation and congestion experienoed in most
inf uure service output it becomes necessary to exclude deserving recipients or spread the services
more thinly. The manager or administrator maldng these decisions is far removed from the need to

if Bankruptcy and threatened bankruptcy of important U.S. freight railroads led to eventala reform
which took many years. It was a combination of financial losses and poor quality service for Japan's
largely passenger railroads that finally led to reforms.
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consider newer or beter service innovations. Ratiomng a scarce supply of a generally poor service
dominates his or her thinking.

4.47 The experience with such subsidies and cross subsidies in India and elsewhere is that they
create an environment in which rent seeking and rent distribution behavior push aside concerns for a flow
of high quality services to users. The effect of this behavior is both wasteful and inequitable in that the
non-poor, over time, tend to capture the rents that were initially meant for the poor. Making targeted
subsidies to the poor effective over time is not easy. Providing free public standpipes for drinking water
in slum areas is eff ctive as long as the area remains a slum. Rent controls work for the first generation
of beneficiaries but penalize the next. In a growing, changing, ubanizing India, well-meaning decisions
taken under non-dynamic assumptions may, inadvertently, exacerbate poverty rather than mitigate it.

The lInortance of Non-Financial lnitiatives

4.48 Financial crises can be beneficial in focusing on the need for reform in a subsector but there
are two dangers in placing too much dependence on this factor alone. The first is that it may not ever
visit subsectors with a monopoly provider facing commercial or affluent users-prices can simply be
raised to cover costs. The second less obvious danger is that, undirected, subsector managers may take
actions to solve a financial crisis that are inefficient and or inequitable.

4.49 An example of the first danger is telecommunications and ports. There is no financial crisis
in either subsector. The reasons for reforming both ports and telecoms have to do with integrating the
Indian economy with global markets and promoting the efficiency of domestic commerce and industry.
Re-regulation, efficiency prices, and competition are both possible and desirable in these two subsectors
and there are clear inteational examples of how to do this and how beneficial it has been. This requires
direc support and leadership from economic ministries that have a broad view of how these reforms fit
into the larger reform effort-as in Mexico during the 1980s.

4.50 Inappropriate responses to financial crises may require also the intervention of high level
leadership. Indian Railways could attempt to solve its financial crisis by raising rates on coal transport,
an exercise that is relatively simple since it involves transfers of resources from one ministry to another
and an increase in the price of coal. This would exacerbate the problems of the electric power subsector
and transfers the ral financial crisis elsewhere. A more efficient response would be to reduce subsidies
on rail passenger services responsible for congestion on the mainlines and promote an expansion of
profitable domestic rail container services. The latter response requires much more effort and initiative
by IR management and might not be forthcoming without clear signals and support from the Govermment.

4.51 There is, therefore, an important but limited role for financial pressure in the reform effort.
The larger objectives of reform that are embodied in the ongoing macroeconomic and structural initiatives
need to be projected down to the subsectors if the right actions are to be taken at that level. The basic
grundwork for influencing the right actions has been done for electric power, telecommunications and
ports. Only part of the prepartion has been done for railroads and main roads. Canal irrigation and
urban water supply and sewerage need the most additional effort if detaied actions are to be supported.
The sequencing of India's infratucture reforms is following an understandable path-not unlike that of
other continental economies. Much has already been achieved and a great deal is well-advanced in terms
of preparation. Low-risk initiatives can be taken now in both telecommunications and ports that would
yield rapid and dramatic benefits, and would enhance the credibility and sustainabiity of the overall
reform process.
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A2.1(c) National Accounts Summary (US$ million at current prices)

A2.1(d) National Accounts Summary (US$ million at 1980/81 prices)

A2.2(a) Gross Domestic Product at Factor Cost - By Industry of Origin

(Rs billion at current prices)

A2.2(b) Gross Domestic Product at Factor Cost - By Industry of Origin

(Rs billion at 1980/81 prices)
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A2.3 Gross Savings and Investment

A2.4 Disposable Income and Its Uses (at current prices)

A2.5(a) Gross Domestic Investment by Industry of Origin (at current prices)

A2.5(b) Gross Domestic Investment by Industry of Origin (at 1980/81 prices)

A2.5(c) Investment Deflators by Industry of Use

A2.6(a) Gross Domestic Investment in Public Sector (at current prices)

A2.6(b) Gross Domestic Investment in Public Sector (at 1980/81 prices)

Foreicn Trade and Invisibles (Balance of Payments - Current Account

A3.1 Balance of Payments (at current prices)

A3.2(a) Merchandise Exports (US$ million at current prices)

A3.2(b) Merchandise Exports (US$ million at 1980/81 prices)

A3.2(c) Export Uhit Value Indices (1980/81 = 100)

A3.3(a) Merchandise Imports (US$ million at current prices)

A3.3(b) Merchandise Imports (US$ million at 1980/81 prices)

A3.3(c) Import Unit Value Indices (1980/81 = 100)

A3.4 Destination of Exports

A3.5 Origin of Imports

A3.6 Invisibles on Current Account
A3.7 Decomposition of Recent Export Growth
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Aid and Reserves (Balance of Payments - CgDital Account

A4.1(a) External Debt Summary: Debt Outstanding and Disbursed
A4.1(b) External Debt Summary: Disbursements

A4 .1(c) External Debt Summary: Principal Repayment i

A4.l(d) External Debt Summary: Net Flows
A4.l(e) External Debt Summary: Interest Payments

A4.2(a) Loan Commitments - by Donor

A4.2(b) Loan Disbursements - by Donor
A4.2(c) Principal Repayments - by Donor

A4.2(d) Interest Payments - by Donor

A4.2(e) Debt Outstanding and Disbursed - by Donor

A4.2(f) Grant Commitments - by Donors
A4.2(g) Grant Disbursements - by Donors

A4.3 External Reserves (US$ millions)

Public Finance

A5.1(a) Indicators of Fiscal Deficit (in Rs billion)

As.1(b) Indicators of Fiscal Deficit (% of GDP)
A5.2 Economic Classification of Public Sector (Non-Financial)

A5.3 Economic Classification of Central Government Finances

As.4 Budgetary Classification of Central Government Finances

A5.5 Budgetary Classification of State Government Finances
AS5.6 Budgetary Classification of Central Government Finances

A5.7 Tax Revenue - Centre and States

A5.8 Non-Tax Revenue - Centre and States

AS.9 Revenue Expenditure of Centre

A.l10 Revenue Expenditure of State Governments
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A5.13 Explicit Subsidies in the Central Government Budget

A5.14 Outstanding Debt of Central Government
A5.15 Outstanding Debt of State Government
A5.16 Outstanding Debt of Central and State Governments
A5.17(a) Projected and Actual Plan Outlays by Sectors

A5.17(b) Projected and Actual Plan Outlays by Sectors (Annual Averages)

AS.17(c) Projected and Actual Plan Outlays by Sectors (Distribution and

Achievement Rates)

Money & Credit

A6.1 Money Supply and Sources of Change

A6.2 Base Money and Sources of Change

A6.3 Selected Monetary Policy Instruments
A6.4 Interest Rates - Short Term Commercial Banking Rates

A6.5 Interest Rates - Long Term Rates
A6.6 Sectoral Deployment of Gross Bank Credit

A6.7 Indicators of Industrial Climate



- 106 -
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A7.2 Production of Major Crops
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A7.4 Irrigated Area Under Different Crops
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A7.6 Net Availability Of Cereals and Pula-ns
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A8.1(b) Old Index of Industrial Production

A8.2(a) New Index of Industrial Production - By Use Base

A8.2(b) Old Index of Industrial Production - By Use and Input Base
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A8.4 Production, Imports and Consumption of Fertilizers

A8.5 Indian Railways - Freight & Passenger Traffic

A8.6 Petroleum Summary - Commodity Balance of Petroleum and Products

A8.7 Generation of Electricity by Region

A8.8 Electricity Consumption by Sectors

A8.9 Coal and Lignite Production

NRnCd(

A9.1(a) New Index Numbers of Wholesale Prices - By Years (Base 1981/82 = 100)
A9.1(b) Index Numbers of Wholesale Prices - By Years (Base 1970/71 = 100)

A9.2 Contribution of Selected Commodities to Increase in WPI
A9.3(a) New Price Indices of Selected Agricultural Commodities

(Base 1981/82 = 100)

A9.3(b) Price Indices of Selected Agricultural Commodities

(Base 1970/71 = 100)
A9.4 Selected Price Indices
A9.S Consumer Price Index Numbers for Industrial Workers, Urban Non-Manual

Employees and Agricultural Laborers



- 107 -

Table A1.M
ESTINATED POPULATIW & DISTRIWTI0U BY SEX 1960-2030

(in th*usads)

...............................................................
Year Male Famle Total

1960 225942 20890T 434849
1961 228715 215520 444235
1962 234131 220248 45479
1963 239689 225404 465093
1964 245395 230696 476091

1965 251224 236100 487324
19J6 257196 241635 498831
1967 26327 24726 S10536
1968 269511 253044 522555
1969 275918 258977 534895

1970 282500 265069 547569
1971 289019 271100 560119
1972 295118 276732 571850
1973 301346 282480 583826
1974 30704 288349 596053

1975 314195 294339 608534
1976 32082 300454 621280
197 327596 306695 634291
1978 334509 313067 6457T6
1979 341471 319667 661138

1980 354840 332492 687332
1981 362170 339362 701532
1982 370142 346843 716985
1983 378537 354711 733248
1984 386973 362583 749556

1985 395083 370064 765147
1990 439402 410113 849515
1995 480922 448998 929920
2000 519431 486683 1006114
2005 556808 524429 1081237

2010 592527 560840 1153367
2015 625181 594685 1219866
2020 656604 627882 1284486
2025 686888 660701 1347589
2030 714964 692Z27 1407236

.... ..........................................................

Mote: Population estimates are as of March for each year. The
population figures for the census years 1961, 1971 and
1981 differ from the official estimates as they have
been corrected for undercounting. Projection uith
MRRul by 2015.

Source: world Bank estimates.
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Table A1.2
DISTRIIUTION OF POPULATION BY AGE GROUP AND SEX 1961-1991

(in thousands)

.................................................................. ................................................................................................... 

Year (0-4) (5-14) (15-19) (20-29) (30-39) (40-49) (50-59) (60) Total

1961

Pates 37363 55035 22665 38405 28944 19699 12307 14298 228716
Females 36834 53446 22189 36786 25205 16931 10827 13000 215220
Total 7419? 108481 44854 75193 54149 36630 23134 27298 643936

1971

ales 46758 74948 28688 45944 35790 26098 16590 14204 289020
Females 445S1 71689 27303 43880 33613 22522 14459 13103 271100
Total 91289 146637 55991 89624 69403 48620 31049 27307 560120

1981

Nales 53152 91039 37690 56881 42875 34552 23618 22363 362170
Femates 51487 84082 34149 55109 41096 31168 20700 21573 339364
Total 104639 175121 71839 111990 83971 65720 44318 43936 701534

991

Males 439230
Females 407072
Totat 846302

........................................................................................................................

Note: The population figures differ froa the official census estimates as they have been corrected for under-cournting.
The 1991 census, Final Population Totals exclude population distribution by age.

Source: World Bank estimates.



Tabte A1.3
SELECTED DENOGRAPRIC CNARACtERISTICS BY STATES

-^ vitat Rates
(per 1O00 pop.)

1991 Percentage of 1991 Avg. of 1985-19881991 Populatien Pop. 1981-1991 sex ratio urban to total workers (c) as % ..................Area In (million) per Inter-censal no.of males populatlen Literacy rates (b) 1991 of total population Crude CrudeThousand --------------- sq.km Gromth Rate per 1000 -- --------------- ......... .................. -------------------- Birth DeathSq.kms 1981 1991 1991 (1 per wnmn) females 1981 1991 total mates females males femmtes totat Rate Rate........................................................................................................................................ 
............................................................................................. _......STATES

Andhra Pradesh 275.0 53.55 66.51 242 2.19 1029 23.3 26.9 36.8 46.1 27.3 55.5 34.3 45.1 29.7 10.0Arunachal Pradesh 83.7 0.63 0.86 10 3.22 1164 6.7 12.8 32.8 41.3 23.0 S3.8 37.5 46.2 37.9 14.9Assus 78.4 19.90 22.41 286 1.20 1083 10.3(s) 11.1 42.5 SO.0 34.3 49.4 21.6 36.1 33.9 12.3Bihar 173.9 69.91 86.37 497 2.14 1098 12.5 13.1 30.6 42.0 18.1 47.9 14.9 32.2 37.1 13.6Gco 3.7 1.01 1.17 316 1.51 1034 41.0 66.6 73.8 59.2 49.6 20.5 35.3 18.8 7.7Gujarat 196.0 34.09 41.31 211 1.94 1071 31.1 34.5 51.2 61.0 40.6 53.6 26.0 40.2 31.3 10.5Naryana 44.2 12.92 16.46 372 2.45 11S6 21.9 24.6 45.2 56.1 32.7 48.5 1O.8 31.0 34.8 9.1USimchal Pradesh 53.7 4.28 S.17 93 1.91 1025 7.6 8.7 53.5 63.0 43.8 50.6 34.8 42.8 30.9 9.3Jaemu & Kashmir (a) 222.2 5.99 7.72 35 2.57 1083 21.1 23.8 n.a e.a n.a n.a nfa n.e 32.7 8.6Karnataka 191.8 37.14 44.98 235 1.93 1042 28.9 30.9 46.7 56.1 37.0 54.1 29.4 42.0 29.1 8.8Kerala 38.9 25.45 29.10 749 1.35 965 18.7 26.4 78.0 80.8 75.2 47.6 15.8 31.4 21.9 6.3Nadbya Pradesh 443.4 52.18 66.18 149 2.41 1074 20.3 23.2 35.5 47.0 23.1 52.3 32.7 42.8 37.5 13.8Weharashtra 307.7 62.78 78.94 257 2.32 1071 35.0 38.7 53.8 63.5 43.3 52.2 33.1 43.0 29.3 8.5Nanfpur 22.3 1.42 1.84 82 2.61 1044 26.5 '7.5 49.9 59.8 39.6 4S.3 39.0 42.2 26.3 6.7Neghalays 22.4 1.34 1.77 79 2.85 1047 18.0 18.6 38.2 41.5 34.7 50.1 34.9 42.7 36.4 10.3Nizoras 21.1 0.49 0.69 33 3.48 1086 24.7 46.1 67.0 70.1 63.6 53.9 43.5 48.9 n.a ne a FNagaland 16.6 0.78 1.21 73 4.48 1129 15.5 17.2 51.1 56.6 44.8 46.9 38.0 42.7 24.0 5.5 °Orissa 155.7 26.37 31.66 203 1.85 1030 11.8 13.4 40.8 S2.4 28.8 53.8 20.8 37.5 31.5 13.1Punjab 50.4 16.79 20._8 403 1.91 1134 27.7 29.5 49.0 54.9 42.2 54.2 61.5 2.1 28.6 8.4Rajasthan 342.2 34.26 44.01 129 2.54 1099 21.0 22.9 30.8 4.O 16.3 49.3 27.4 38.9 36.0 12.4Sikkim 7.1 0.32 0.41 57 2.42 1139 16.1 9.1 46.5 54.2 37.7 51.3 30.4 41.5 33.1 10.7Tamil NadO 130.1 48.41 S5.86 429 1.44 1027 33.0 34.2 54.3 63.8 44.6 56.4 29.9 43.3 23.8 9.5Tripura 10.5 2.0S 2.76 263 3.01 1058 11.0 15.3 49.5 58.0 40.6 47.5 13.8 31.1 27.7 9.4Utter Pradesh 294.4 110.86 139.1 473 2.30 1138 17.9 19.8 33.2 44.7 20.0 49.7 12.3 32.2 3T.5 14.5West 8engal 88.8 54.58 68.08 767 2.23 1091 26.S 27.5 47.9 56.6 38.4 51.4 11.2 32.2 29.5 8.9A & N Islands 8.2 0.19 0.28 34 3.98 1222 26.5 26.7 61.0 67.0 53.6 53.3 13.1 35.2 25.7 6.8Chandigarh 0.1 0.45 0.64 5632 3.62 1266 93.6 89.7 66.2 70.5 60.8 54.3 10.4 34.9 23.6 4.20 8 N Naveli 0.5 0.11 0.14 282 2.33 1050 6.7 8.5 32.4 42.9 21.3 57.5 48.8 53.2 38.6 10.6DamefnDIu 0.1 0.08 0.10 907 2.55 1032 32.4 46.8 60.1 69.7 50.2 51.6 23.2 37.6 28.6 8.6Oelhi 1.5 6.22 9.42 6352 4.24 1209 92.7 89.9 62.4 68.7 54.9 51.7 7.4 31.6 30.2 7.6Lakshadweep 0.0 0.04 0.05 1616 2.60 1060 46.3 56.3 66.8 73.7 59.6 44.2 7.6 26.4 30.8 6.3Pondicherry 0.5 0.60 0.81 1642 3.02 1021 52.3 64.0 64.5 72.1 56.7 50.6 1S.2 33.1 22.3 7.8All-India 3287.3 685.19 846.30 257 2.13 1079 23.3 25.7 42.5 52.3 31.9 51.1 22.1 37.1 32.3 11.2................................................ ............................................................................................................................... 
_,..................................................................._

Note: (a) Oased on projectiona.
(b) Percentage have been cotputed on the total population inclusive of age group 0-6 years.
(c) includes both mafn and arginat workers.

Sources: 1. Census of India 1991, Final Population Totals, Series 1, Papers I and 2 of 1992. Vol ti.
2. Registrar General India, Sample Registration Bulletin, December 1989; also published in #Nealth Information tndia.0
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Table A1.4
TRENDS IN DEMOGRAPHIC CHARACTERISTICS OF THE POPULATION

a. Population
.................................................................................................................................

Average Compound
Growth Rate of

Population (millions) Population during Sex-Ratio Density Percentage
......------------................ Previous Ten Years (Moles per of Population Urban Poput

Year Total oales Females (M per annm.) 1000 Females) Per Sq.KN to Total
.................................................................................................................................

1951 361 185 176 1.26 1057 117 17.3
1961 444 229 215 1.98 1063 142 18.0
1971 560 289 271 2.20 1075 177 19.9
1981 701 362 339 2.26 1071 216 23.3
1991 846 439 407 2.13 1079 257 25.7

b. Fertility, Life Expectaney & Birth/Death Rates
.................................................................................................................................

General Average Expec-
Fertility Rate tation of Life Birth Death
(per thousand Total at Birth (years) Rate Rate

Average for women of child Fertility ---------------- ...... ......
Period bearing aSe Rate males females (per thous. popul.)

................................................................................................................................. 7

1951/61 201 6.0 41.2 39.8 42.7 24.4
1961/71 192 5.8 46.7 45.4 42.0 18.8
1971/76 175 5.4 49.5 49.0 39.0 16.5
1976/81 154 5.1 51.0 SO.0 36.5 14.5
1981/86 (b)(c) 133 4.8 52.7 54.4 34.2 12.7
1986/91 (b)(c) 117 4.3 54.4 56.8 30.9 11.3

c. All India Sample Registration Survey: Vital Rates
(Auntal rate per thousand)

.................................................................................................................................

Crude Birth Rate Crude Death Rate Infant Mortality Rate per 1000 Live Births

Year Total Rural Urban Total Rural Urban Total Rural Urban
.....................................................................................................

1970 36.8 38.9 29.7 15.7 17.3 10.2 129 136 90
1971 36.9 38.9 30.1 14.9 16.4 9.7 129 138 82
1972 36.6 38.4 30.5 16.9 18.9 10.3 139 1SO 85
1973 34.6 35.9 28.9 15.5 17.0 9.6 134 143 89
1974 34.5 35.9 28.4 14.5 15.9 9.2 126 136 74
1975 35.2 36.7 28.5 15.9 17.3 10.2 140 151 64
1976 34.4 35.8 28.3 15.0 16.3 9.5 129 139 80
1977 33.0 34.3 27.8 14.7 16.0 9.4 129 142 67
1978 33.2 34.6 27.8 14.1 15.3 9.4 125 136 70
1979 33.1 34.3 28.3 12.8 13.9 8.4 n.a n.a n.a
1980 33.3 34.6 28.1 12.4 13.5 8.0 n.a n.e n.a
1981 33.9 35.6 27.0 12.5 13.7 7.8 110 119 62
1982 33.8 35.5 27.6 11.9 13.1 7.4 105 114 65
1983 33.7 35.3 28.3 11.9 13.1 7.9 105 114 66
1984 33.9 35.3 29.4 12.6 13.8 8.6 104 113 66
1985 32.9 34.3 28.1 11.8 13.0 7.8 97 107 59
1986 32.6 34.2 27.1 11.1 12.2 7.6 96 105 62
1987 32.2 33.7 27.4 10.9 12.0 7.4 95 104 61
1988 31.3 32.8 26.0 10.9 11.8 7.5 94 102 61
1990 30.2 31.7 24.7 9.7 10.5 6.8 80 86 50

…................................................................................................................................

(a) Projections by Registrar General of India, for Narch 1 of year shown. The projections yield someihat lower values than
do those produced by World Bank staff, which have a higher base to adjust for census under-counting.

(b) Projections relate to mid-year of period.
(c) For 1981-90 the projections as produced by World Bank staff.

Sources: 1. Office of the Registrar-General.
2. Planning Comnission.



- ill -

Table A1.5
TRENDS IN ACCEPTANCE OF FAMILY PLANNING METHODS AND ESTIMATED NULMER OF BIRTHS AVERTED

(in thousands)

........................................................................................................................

1956 1960 65/66 70/71 731/76 80/81 85/86 86/87 87/88 88/89 89/90 90/91 91/92 92/93
(a) (a) Cb) (e) (e)

Total 7 64 671 1330 2669 2053 4902 5043 4940 4678 4188 4126 4089 4176
Hales 2 37 577 879 1438 439 640 810 754 617 341 255 174 133
Females S 27 94 451 1231 1614 4262 4233 4186 4061 3847 3871 3915 4043

ItD insertions n.a n.a 813 476 607 628 3274 3935 4356 4852 4942 5370 4384 4623

Users of Conventional
-' Contraceptives (c) n.a n.a 582 1963 3528 3809 10744 11654 13406 14838 16952 17860 17388 17856

Total Acceptors 7 64 2066 3769 6804 6490 18920 20632 22702 24368 26082 27356 25861 26655

Equivalent Sterilizations 7 64 974 1598 3068 2479 6665 7104 721 7254 6932 7082 6704 6875

Cuwluative Nuaber of Blrths
Averted since 1956 36 635 6823 20648 44190 76366 85367 95322 106194 117868 130173 142871 155626

Nedical Terminatfon of
Pregnancy CMTP) n.a n.a n.a n.a 214 38 584 588 585 582 596 581 633 343 (t)

Cumilative Number of Births
Averted due to NTP
Since 1956(d) n.a n.a n.a 304 1578 3706 4176 4644 5110 5586 6051 6558 6832

Cluiulative Number of Total
Births Averted sinee 1956 n.e n.a n.a20952 45768 80072 89543 99966 111304 123454 136224 149429 162458

...................... ............................................. _.........................

Notes: (a) The date for 1956 and 1960 relate to calender years.
(b) Relates to period January 1965 to March 1966.
(c) From 1970/71 onwards the figures exclude condems diatributed freely to vasectcmised cases and also

those distributed as free satples. Equivelent users have been derived by dividing the distributed nurber
of pieces of condoms, diaphram, Jelly. cream tubes,foan tablets and oral pill cycles by 72,2,7,72.13
respectively which are the average numrers required to give caiplete protection to a couple in one year.
1fth the Increased capacity end efficacy of DeIfin Cream Tube (100 Sm. with a dosage of 2.5 ml.) the
number of Jelly/Crem Equivalent users from the year 1987/88 and onuard have been worked out by taking
3 tubes as an aual requirement of anm user. Data from 1975/76 onward include oral pill users also.

(d) Estiaated by assumino that perentage of births averted due to medical termination of pregnancy is 80.
(e) Provisional.
(f) Upto December 1992.

Sources: 1.Ninistry of Health and Famfly Weltare.
2.World Bank estimates.
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Table A1.6
EMPLOYMENT IN THE ORGANIZED SECTOR - BY INDUSTRY

(in thousands)
. ......................... ........................... _,,,,,.,,...............................................

As at the Agriculture
End of the and allied Nining & Nanufae- Construe- Public Transport & Trade & All activities
Fiscal Year Activities Quarrying turing tion Utilities Communication Commree Services Total

...............................................................................................................................
1960/61

Public Sector 180 129 369 602 224` 1725 94 3427 7050
Private Sector (a) 670 550 3020 240 40 80 160 280 5040
Total 850 679 3389 842 264 180S 254 3707 12090

1970/71
Publie Sector 2U 177 782 797 402 2189 288 5475 10374
Private Sector tb) 814 429 3900 152 44 101 293 963 6696
Total 1078 606 4822 949 466 2290 581 6438 17070

1975/76 (c)
Public Sector 359 719 1113 992 536 2418 546 6639 13321
Private Sector (b) 827 132 4158 94 35 74 470 1055 6844
Total 1186 851 5271 1086 571 2491 1016 7694 20165

1980/81
Public Sector 463 818 1S02 1089 683 2709 865 7355 15484
Private Sector tb) 858 130 4545 72 35 60 473 1222 7395
Total 1321 948 6047 1161 718 2769 1338 8577 22879

1984/85
Public Sector 498 974 1761 116 760 2894 1114 8123 17270
Private Sector Cb) 807 113 4421 70 39 54 496 1309 7309
Total 1305 1087 6182 1216 799 2948 1610 9432 24579

1985/86
Public Sector 526 966 1815 1181 785 2929 1161 8321 17684
Private Sector (b) 822 111 4448 69 40 S4 498 1332 7374
Total 1348 1077 6263 1250 825 2963 1659 9653 25058

1986/87
Public Sector 557 942 1862 1085 789 2970 1190 8529 17924
Private Sector (b) 848 91 4410 58 40 52 506 1359 7364
Total 1405 1033 6272 1143 829 3022 1696 9888 25288

1987/88
Public Sector 554 956 1867 1214 849 3011 1234 8635 18320
Private Sector (b) 844 93 4395 50 41 51 521 1397 7392
Total 1398 1049 6262 1264 890 3062 1755 10032 25712

1988/89
Public Sector 555 956 1863 1146 869 2974 1273 8811 18447
Private Sector (b) 868 96 4383 69 39 51 520 1429 7455
Total 1423 1052 6246 1215 908 3025 1793 10240 25902

1989/90
Public Sector 18729
Private Sector (b) 7590
Total 26319

1990/91
Public Sector 18965
Private Sector (b) 7854
Total 26819

...............................................................................................................................
votes:

(a) Estsblishmmnts of 25 workers and over. Reporting is ceopulsory.
(b) Includes aeployment in establishments of 10 workers and over. Reporting for the category 10-25 workers is on a voluntary

basis, and the extent of coverage is not known.
(c) Data from 1975/76 onwards is based on National Industrial elassification, 1970 and is not

exactly comparable with the earlier years.

Source: Economic Survey, various issues.



Table Al.?
DITRtIUTION OF P1350K DAY PER DAY OF PMRIOWS OF AGE 5 AND ABOVE

BY 33T DAILY ACTIVITY (a)
(3)

........ .............. ........................................ ........................................................................................................... 
*

Rural Urbon Atl-Indis, .......................................... ........................... ........................

Nate Female Total Nate Female Total Note Female Total......................................................................................................................................... 

............................................................................ 

t Working Persona fn Labour Force S5.86 22.91 39.67 53.68 12.16 34.02 55.32 20.39 38.31a. Workfng In osm farm 29.48 12.18 20.99 3.26 1.50 2.43 22.49 9.6t 16.50b. Working In household nm-farm 6.60 1.98 4.33 18.73 3.25 11.39 9.60 2.28 6.06enterprise/professfon
c. Working as regular salrfed tptoyee/

wage labour In fer 2.06 0.31 1.20 0.35 0.06 0.21 1.64 0.25 0.96d. working as regular salaried eaployee/
wa labour in non-farm enterprse/
proftesson 4.05 0.69 2.40 24.63 4.2? 15.00 9.14 1.53 S.4e. workinf as casual labour

of aicho
Pbtic wworks 0.46 0.16 0.31 0.26 0.0 0.16 0.41 0.13 0.28Agreculture 10.41 6.53 8.50 1.09 0.9? 1.03 8.10 5.22 6.70Non-Agriculture 2.48 1.04 1.7? 5.28 2.04 3.75 3.1? 1.2t 2.25f. W king as bonded laborer 0.32 0.02 0.17 0.48 0.02 0.05 0.26 0.02 0.1.It llot Workino but seeking d aalable for

wok - unerpltoyed 4.54 2.26 3.42 S 1.50 3.58 4.7? 2.08 3.46111 Net in bor Force 39.60 74.63 56.91 40.86 86.34 62.40 39.91 77.53 S8.23IV Total Population 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

.................................................................................. 
................................................................................................................................................

(a) For the period Jamuary to Oecew 193.

Sowu The National Swt* Srvey, 36h Romid (CM).



tabte At.8
STATEVISE UINEPLOYNNT RATES (a)

(C)

................ ............................... ___................ .. *..........................

STATES Rural Urban Total
.............. ............... __........ ..... .......... _._...... .__........ .............................

Nate Femate Totat Nate Fetale Totat Nate Feante Totat
........................ .................................................. _.......................

Andhra Pradeah 7.87 10.54 8.87 9.43 12.09 9.99 8.21 10.70 9.07
Blhar 7.06 10.66 7.89 6.77 5.54 6.61 7.02 10.34 7.75
Karnetaka 6.61 8.32 7.17 8.97 9.28 9.06 7.32 8.51 7.68
Kerala 24.31 31.01 26.24 22.67 28.99 24.28 24.00 30.69 25.89
Nadh" Pradesh 2.07 1.81 1.98 5.75 4.85 5.62 2.86 2.05 2.60
Naharaehtra 6.25 7.23 6.63 9.05 10.4 9.28 7.24 7.71 7.40
Orissa 7.82 11.79 8.86 8.47 10.85 8.81 7.91 11.73 8.86
Rajasthan 3.50 1.55 2.76 5.54 4.13 5.25 3.95 1.82 3.20
Alt India 7.57 8.98 7.97 9.23 10.98 9.53 7.97 9.27 8.31

(a) Percentege of persons seeking ands or available for work (unC ptoyed) to F
total labour force avatsabte for work (current day status). 4>

Note : Data vailable for only eight states.

Sources ational Seapte Survey, 38th Round (1983).
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Teble AI.9
EDMTION * PRONESS Of EEROLUMT

...... ......... ,,,......,.. ,,,,,.................._,,...............,,,,...... ,._.,,,....................._..................

Primry Level (Class I-V) Nedium Level (cles VI-VIII) Secory Levot (casss IX-XI) Univesity
Age 6-11 Years Age 11 -14 Yeers Age 14 - 17 Years Age 1-25 Yas

, ........................... ........... ................................... ..............................

Year Boys Girls total Boys Girls Total s Girls Total (e)
,........................................................................................................................

(million person)
1950/51 13.8 S.4 19.2 2.6 0.5 Y. 1.1 0.2 1.3 0.3
1955/56 17.5 7.7 25.2 3.4 0.9 4.3 1.5 0.4 1.9 0.6
1960161 23.6 11.4 35.0 5.1 1.6 6.7 2.3 0.5 2.6 0.8
1965/66 32.2 18.3 S0.5 9.7 2.6 12.S 3.9 1.t 5.1 1.3
1970/ 3S.7 21.3 57.0 9.4 3.9 13.3 4.9 1.7 6.6 2.4

1975/76 40.7 25.0 65.7 11.0 5.0 16.0 5.3 2.1 7.4 3.1
1976m 42.7 26.4 69.1 11.4 S.3 16.7 5.5 2.1 7.6 3.6
1977/8 41.9 25.S 67.4 11.7 5.6 17.3 5.7 2.3 8.0 3.0
1978/79 42.6 26.4 69.0 12.2 5.9 18.2 5.9 2.S 8.4 3.6
1979/80 44.2 27.3 71.5 13.0 6.2 19.2 6.9 2.9 9.8 3.1

1980/81 45.3 28.5 73.8 13.2 6.8 20.7 7.1 3.1 10.1 4.1
1981/82 46.7 29.4 76.1 14.7 7.2 21.9 7.6 3.3 10.9 4.0
1982/83 48.6 30.9 79.5 15.7 7.7 23.6 8.1 3.5 11.6 4.9
1963/84 50.4 32.2 82.6 16.6 8.6 2S.2 8.4 3.7 12.2 5.2
1984/85 51.9 33.7 85.6 17.2 9.0 26.2 10.8 4.7 15.5 4.3
1985/86 52.2 35.2 87.4 17.7 9.6 27.3 11.5 5.0 16.5 4.5
1986/87 51.7 35.4 87.1 17.9 9.6 27.5 11.4 5.2 16.6 4.6
1987/88 (a) 55.2 37.8 93.0 19.2 10.7 29.9 12.3 5.6 17.9 3.1
1988/89 (a) 57.1 38.6 95.7 19.7 11.2 30.9 12.6 S.9 18.5 3.2
1989/90 (a) 57.7 39.6 97.3 20.3 11.8 32.1 13.5 6.4 19.9 3.6
1990/91 (a) 58.0 41.0 9P.1 20.8 12.4 33.2 14.0 6.9 20.9 3.7

Enrollment as percetae of the
corrpmm f age grouw (b)

1950/51 60.6 24.8 43.1 20.6 4.6 12.9 8.7 1.5 5.3
1970/71 95.5 60.5 78A 46.3 19.9 33.4 26.8 9.8 18.5 3.9
1975/76 100.4 66.1 81.8 48.6 23.9 36.7 25.6 10.5 18.3 4.5
1978/79 97.9 64.3 8t.6 49.9 25.5 38.0 25.6 11.6 18.8 4.9
1979/80 99.3 65.0 82.? 52.0 26.4 39.6 22.9 13.9 21.9 3.7

1980/81 95.8 64.1 80.5 54.3 28.6 41.9 23.1 11.1 17.3 5.4 (d)
1981/82 98.9 66.2 83.1 56.0 29.7 43.3 24.1 11.3 18.0 5.1 (d)
19283 103.0 69.7 86.8 58.3 31.8 45.5 2S.1 11.6 18.6 6.1 (d)
1983/84 106.9 72.6 90.2 60.6 35.2 47.3 2S.4 12.1 12.0 3.5
1984/S5 110.3 75.9 93.6 61.3 34.8 48.1 31.7 14.7 23.5 3.5
1965/86 111.1 79.2 95.6 61.8 35.2 48.0 32.7 15.5 34.4 3.6
1986/87 110.0 79.8 95.4 61.0 34.7 48.2 30.8 15.6 24.0
1987/88 (a) 113.1 81.7 97.9 68.9 40.6 55.1 33.3 16.2 25.0
19w89 (a) 115.7 82.5 99.6 70.8 42.3 56.9 i 33.4 16.7 25.3
1969/90 (a) 115.5 83.6 99.9 73.0 44.6 S9.1 35.0 17.7 26.6
1990/91 (a) 115.3 85.9 1l0.0 73.4 46.1 60.1 37.3 19.4 28.6
.......................................................................................................................
(a) Provisionat.
(b) Enrollment as percentage of corresponding age group mr y exceed 100 In saws nstance bause of

presence of children both younger and older than fndicated In the aoe eroup for these cless.
(c) Refers to genral education in com_rces, arts & sience courses in the Universities. Excludes

engineering, medicine and tedhnical courses conducted ln autonmous fnstitutions.
(d) Inctudes inter/Junfor colleges & preodoorme courses.

Sources: 1. Ministry of Educatfon.
2. Pltning Comission, Draft Sixth five Year Plan 1960-85.
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Tabtle A2.1(a)
1514:3 Nationt Accounts Sumry
(Re. bitlion at current prices)

1960/81 193/4 1984/85 1985/66 19868 19888990 19/91 1991/92

spc 1224.27 1867.23 20.33 MT.99 2600.30 2948.51 3535.17 4058.27 4726.60 5418.88
Agriculture 46.49 674.98 719.50 M.24 82.13 923.79 1140.73 1270.49 1500.83 1743.37
Industry 317.15 50T.3 578.50 58.14 7W7.46 838.29 1008.80 1180.60 1360.92 1511.47

Ninre 16.87 49.09 S4.54 61.98 67.96 70.85 92.08 105.09 108.66 113.63
Ioafacturing 216.44 330.45 372.43 417.75 "I.66 528.45 636.70 752.34 8.24 962.47
Cmwtruetin 61.14 94.21 110.97 129.47 152.17 176.11 206.7T 236.07 271.32 313.31
Electricity 20.70 33.2 40.52 48.94 55.67 62.68 73.25 87.10 102.70 122.06

Svce 40.43 W8A.8 787.33 908.61 1038.71 1186.43 1385.64 1607.18 1864.85 216.04
Indirect Taxe 135.86 208 66 226.10 284.44 329.19 383.50 430.76 481.59 582.05 667.84
OPa 1360.13 207.89 2313.43 262.43 2929.9 3332.01 396.93 4539.86 538.5 606.72

Resource Sap (N-X) 48.25 47.48 54.18 81.37 60.87 85.93 124.93 112.19 107.07 22.43
baports gOfs 137.17 175.01 211.28 237.67 255.25 296.23 388.S9 465.46 527.51 S94.63
Experts (g.nf) 88.92 127.S6 157.10 1S6.30 174.37 210.31 263."6 353.28 420.44 572.19

Totat Expditure 1408.38 2123.37 2367.61 2703.80 3010.36 3417.94 4090.86 4652.05 S415.72 6109.1S

Cosmption 1123.65 1692.76 1879.73 2074.34 2334.28 2664.4 3166.06 3593.34 4010.56 4644.95
Gneral Ovt 130.84 211.41 243.52 29.74 346.25 408.43 473.47 543.19 615.37 695.47
Private 993.01 1481.35 1636.21 1782.60 1986.03 22SS.98 2692.59 3050.15 3395.19 3949.48

Iwestmut 284.53 430.61 487.88 629.46 676.06 753.53 924.80 1058.71 1405.16 1464.20
'ixed Investmnt 262.76 399.91 455.68 542.55 620.2 721.94 830.86 964.08 1225.73 1360.85
Cha In Stock 21.77 30.70 32.20 86.91 55.56 31.59 93.94 94.63 179.43 103.35

oasstie SwIing 236.28 385.13 433.70 548.09 595.21 "67.60 799.87 946.52 1298.09 1441.77
Ne Pastor ear 2.81 -11.28 .17.22 -19.00 -26.1S -32.05 -43.21 -5S.07 -67.20 -92.83
Current Trmasfers 22.57 27.7S 29.67 27.01 29.75 34,99 38.42 37.59 36.27 65.83

Natioal Savings 261.66 399.60 446.1S 556.10 598.81 670.55 7M5.08 929.04 1267.17 1414.77

Poeige Savings 22.87 31.01 41.73 73.36 77.27 82.98 129.72 129.67 137.99 49.43

GP per capit (fs.) 2005.14 2871.22 3130.49 3417.42 3799.60 4228.44 4926.62 5522.94 6327.35 7110.65
Per capt private coarmptfon 1462.46 2048.90 2214.09 2361.06 2578.51 2862.91 3344.83 3710.64 4046.71 4613.88

Average Exchng Rtes:
Rupao per Us 8 7.893 10.312 11.887 12.237 12.7B7 12.968 14.477 16.663 17.949 24.519
Rups par oDR 10.154 10.914 11.944 12.918 11S.707 17.360 19.269 21.361 30.714 33.428

NMn Items:
PrIv. Conmption (CSO) 992.92 1469.U 1620.90 17.56 1999.98 2240.61 261S.S0 2914.69 3356.37 3694.18
Poputation (idtt) 679 723 739 755 m 788 60S 822 839 856
.........................................................................................................................
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Table A2.1(b)
INDIA: oatiaml Aecunts Su_rY
(fs. billion at 80/81 prices)

... ........... ........ ,,........ .... ........ .... ...... ............. ........ .... .... . ,@........... ........ .... .... .... .... ........

1960/81 1980/8 194/85 I98/8 19/8 197/8 19/89 1969/90 1990/ 1991/2
............................. ... ....... ... ....... ... ....... ... ....... ... ....... ... ....... ... ....... ... ........ ........ ........

GDPfc 1224.27 1448.65 1504.33 1565. 1632.r7 1M.22 1889.43 1995.03 20W9.91 2123.16
Agriculture 46.49 5S0.80 540.61 542.18 52.81 534.79 422.14 632.63 42.92 653.78
Indatry 317.15 389.92 413.30 432.2S 443.82 493.67 543.45 582.39 622.39 622.19

Nining 18.87 24.51 24.86 26.23 29.78 30.60 35.42 38.02 39.90 41.51
Mosmfachtuing 216.44 273.77 291.53 303.20 324.45 348.18 383.44 410.63 441.31 431.31
Construction 61.14 0.76 68.28 71.83 75.37 7.7t 83.79 88.90 93.26 9T.64
Electricity 20.70 25.86 28.63 30.9 34.22 36.92 40.80 44.84 47.92 51.73

Seovices 440.63 517.93 550.42 591.23 636.08 674.76 723.84 780.01 812.60 847.19
Indirect Taxms 135.86 166.82 170.56 200.82 219.79 27.63 248.84 259.14 203.53 285.81
DPEp 1360.13 1615.47 1674.89 1766.48 1652.50 1960.85 2138.27 2254.17 2381.44 2408.97
Term of Trada Effect 0.00 14.19 13.86 16.36 24.62 14.83 23.64 168.22 8.88 14.11

Gross Domestic Inc.o. 1360.13 1629.66 1688.75 1782.84 1687.12 1955.68 216.91 2422.39 2390.32 2423.08

Resuerce Gop (N-X) 48.25 41.24 41.31 61.97 62.10 55.88 71.77 53.42 43.29 7.41
q2orts (Wnfs) 137.17 1S2.03 161.08 181.02 193.90 192.66 223.25 221.64 213.28 196.32

Capacity to finort 88.92 110.79 119.77 119.05 133.s8 136.78 151.48 168.22 169.99 188.92
iports (gsnfs)3 88.92 96.60 105.91 102.68 109.26 121.93 12.84 161.10 174.81

Total Expediture 1408.38 1670.90 1730.06 18f .82 ts3s.22 2211.57 2233.68 2475.81 2433.61 2430.48

Consuaption 1123.85 1348.50 1397.57 3o.31 1s39.97 1590.68 1759.28 183.87 1s48.67 1932.80
iGeral Oov't 130.84 137.50 169.83 189.24 208.49 226.60 238.77 253.3 259.58 259.75
Private 993.01 1191.00 1227.74 1264.07 1331.48 134.08 1520.51 170.50 1589.09 1673.05

Investmnt 284.53 322.40 332.49 394.51 399.25 420.89 474.40 491.94 S58.94 497.68
Fixed Inwestment 262.76 296.32 307.84 329.74 359.97 399.55 416.40 438.94 515.63 497.72
Choa In Stocks 21.77 26.08 24.65 64.7 39.28 21.34 58.00 53.00 69.31 *0.04

omstic Sangs 236.28 261A6 291.18 332.54 337.15 365.01 402.6 438.52 541.65 490.27
Het factor In 2.t1 -9.80 -13.13 -14.47 -20.08 -20.84 -24.83 -26.22 .27.17 *30.65
Current Trofers 22.57 24.10 22.62 20.57 22.85 22.76 22.07 17.90 14.67 21.74

National Savfngs 261.66 295.47 300.67 338.64 339.92 366.92 399.87 430.20 529.15 481.36

Foreign Savngs 22.87 26.93 31.82 55.87 59.33 53.97 74.53 61.74 5s.79 16.32

GOP per capita (f.) 2003.14 2234.40 2266.43 2339.71 2402.72 2463.01 2656.24 2742.30 2838.43 2814.22
Per capft private coneption 1462.4 164T.31 1661.36 1670.29 1726.93 1731.06 188.84 2105.23 1894.03 1934.SO

Re. Deftators 190/810OO): I
lOPap 100.0 128.5 138.1 148.5 158.1 171.7 185.5 201.4 222.9 252.7
IaportsCge'fs) 100.0 115.1 131.2 131.3 130.2 153.8 174.1 210.0 247.3 302.9
Exports(gnfs) 100.0 132.1 148.3 152.2 159.6 172.5 206.2 261.0 327.3
Total Expenditure 100.0 127.1 136.9 146.6 155.2 169.9 183.1 187.9 222.5 251.4
Govt. Conuption 100.0 134.2 143.4 154.2 166.1 180.2 198.3 214.4 237.1 267.7
Priv. Canewptf n 100.0 124.4 133.3 141.4 149.3 165.. 177.1 176.3 213.7 236.1
Fixed Investmnt 100.0 135.0 148.0 164.5 1.4 180.7 199.5 219.6 237.7 273.4
Totat Investen 100.00 133.56 1.74 159.5S 169.34 179.03 194.94 215.21 240.22 294.21

.........................................................................................................................
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Table A2.1(c)
India: ational Accounts Suamay
(US mittlon at current pries)

1980/81 1963/84 198U85 1963/86 19B/ 196/SB 198A89 1989/90 190/91 191/92

WPfc 155108 181071 17542 191053 203363 22730 244196 243550 263342 221010
Agriculture 59102 65455 60529 63105 64453 7124 7M 76246 63619 71104
industry 40181 49201 4a"6? S3781 57675 641 6M 70652 i5624 61645

Nining 2391 4760 4592 5065 5315 5a 631 6187 6054 4634
Nemifacturing 27422 3304S 31331 3413 36105 407" 43981 45150 48515 39254
Constructfon 7746 9136 9336 10580 11901 1353 14283 14287 1S1t7 12778
Eloctrlcity 2623 3260 3409 3999 4354 4833 5060 5227 572 4978

Servics S5S2S 66415 66136 74167 81235 91486 95716 96452 103900 86261
Indirect Taxes 17213 20234 19189 23243 25745 29572 2975 28902 32429 27238
ODPOp 172321 201306 194621 214296 229108 256932 273954 272452 mm 248248

"esource Gp (N-X) 6113 4605 4558 6649 6325 6626 a630 6733 S965 915
Iqports (Infa) 17378 16974 174 19422 19962 22843 26843 27934 29390 24252
Experts ( Onfs) 11265 12370 13216 12m 13a37 16217 18213 21201 23425 23337

Total Expenditure 178I 3 205910 199180 220946 25S4 2355 26#583 279164 301737 249163

Conerption 142366 16b153 158136 169508 1#556 205452 216701 215648 223448 189445
Genwral Gwvt 16577 20501 20487 23840 2707 31494 32706 32599 34265 2865
Private 125809 143652 137649 145668 155479 173956 16599S 183049 189163 161060

Investment 36048 41758 41044 5143 S2875 58105 63882 63537 7828 59718
Fixed Investmeent 33290 381 38335 44335 4829 5569 57393 57858 6622 S5552
Chng in Stocks 2756 2977 2709 7102 4345 2436 4O9 S679 9997 4215

Domstic Saiss 29935 37153 36486 4788 4550 51479 55253 56804 72323 58
Net Factor Income 356 -1094 *19 -1552 -2045 -2471 -29 -3305 -3744 -3786
current Tra nsfers 2860 2691 2496 2207 2327 2696 2654 2256 2021 2685

ational Savings 33151 38750 37533 45443 46832 S1706 54922 55755 70600 57702

foreign Savings 2897 3007 3511 5994 6043 6399 8961 7782 7688 2016

CDP pr capita 254 278 263 284 297 326 340 331 353 290
Percapita private consurption 185 199 186 193 202 221 231 223 225 188

Memo Item:
Priv. Consumptian (CSO) 125798 142500 134361 145258 156413 172774 180670 174920 167t11 158825
..... .............. -........................ .............................................................................................
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Tabte A2.1(d)
161DA cat tol Ac fte Sc CWY

(USS million at 80/81 price)

.. ........................................ ........ .......... ........ .......... ...... .... ". ........ .......... ........ .......... ........ .......... ..... ..............

1960/81 I/4 198/W8 1965/86 198 1987/88 1968 1989/9 1990/91 1991/92
.............................. ... ....... ... ....... ........ ... ....... ... ....... ... ....... ... ....... ... ....... ... ....... ... .......

GDPfc SS5106 183S36 1590 19661 2065 215789 23980 25259 25794 2699
Aricutture 59102 6516 6492 68 67504 6m75 7822 80151 63988 823
InasLtry 40181 49601 53 S464 5763 62545 68852 73786 785 

Nfinin 23 3105 3150 3323 773 3902 488 4817 505S 5259
Nnufacturing 422 34685 3655 30414 41106 44113 48380 52025 55912 5464S
Construction 7746 8331 651 9100 9349 96 10616 11263 11816 12370
Electricity 2623 3279 3627 39s6 4335 678 5169 5681 6071 6554

Services 5582S 65619 6973 74906 05EB 85488 91707 98823 102952 1O7334
indirect Taxes 17213 21135 21609 25443 27846 30106 31527 32832 35922 36211
GDPap 172321 204671 212199 a23603 234702 245695 270907 285591 301715 365203

Terms of Trade Effect 0 1798 1756 2073 3119 1879 2995 21313 1125 1787
Gross Domestic Incom 172521 206469 213956 22S677 237821 2474 273902 306904 302641 3C6990

Resource Cup (N-X) 6113 5225 524 7852 7867 T708 9093 6768 5484 938
loports (gent s) 17378 19261 20408 22934 24830 26409 28285 28061 27021 24873

Capaity to faport 11265 14036 15175 15082 16962 17329 19192 21313 21536 23935
[Exports Cgnfa)] 11265 12238 13418 13009 13843 15450 16197 20411 22148

Total Expenditurw 17"4 211694 219190 233728 24568 25484 282996 313672 308325 307929

Censumption 142386 170648 177065 18746 195105 201530 222892 251346 234217 244876
Genwral Gov't 16m 19954 21517 23976 26415 28709 30251 32101 32887 32909
Prfvate 12509 150893 155548 159770 168691 172821 192641 219245 201329 211967

Investment 3048 40846 42125 49982 S058 53S24 60104 62326 74109 63053
Fixed Investment 33290 37542 39002 41776 45606 50621 5256 55611 65328 638
Chg in Stocks 2758 3504 3123 806 4977 2704 7348 6715 8781 

Domestic Savings 29935 35621 36891 42131 42716 46244 51011 55558 68624 62115
met Factor Incom 356 -1241 -1663 -1833 -2544 -2640 -3145 -3322 -3442 -38t3
Current Trefers 2860 3054 2866 2606 2894 2883 2797 2268 1856 2754
atinal Savings 33151 37434 3893 42904 43066 46487 50662 54503 67040 60986

Foreign Savings 2897 3412 4031 7075 7516 6638 9442 7823 7069 2066

CDP per capfit 254 283 287 296 304 312 337 347 360 357
Per capita private censwption 185 209 210 212 219 219 239 267 240 248

Dol lr Deft ators(1980/81*100):
Iaports( fs) 100.0 86.1 87.1 84.7 80.4 93.6 94.9 99.5 108.8 97.5
Exports(genfs) 100.0 101.1 9S.5 96.2 98.S 105.0 112.4 114.8 105.4

Ters of Trade Index 100.0 114.7 113.1 115.9 122.5 112.2 118.5 105.5 108.1

Exchae Rate Index 100.0 76.5 66.4 64.5 61.7 60.9 54.5 47.4 44.0 32.2
(USS per Rupee)

,.........................................................................................................................
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Tablo A2.2Cc)
GROSS OE8TIC PRODUCT AT FAM COSt -SY IDUSTAY Of ORIGIN

(ft. billen at urrent prices)

imio 1983/84 194/85 191859/ 19W/U 198S/ 189 1989/90 1990191 199192

Agricultural Sector 4.49 64.98 9.50 772.24 4.13 92.79 1140.73 1270.49 1500.8 1743.37
Agriculture 424.46 613.18 651.81 699.64 74.05 885.15 1041.03 1154.47 1374.1 160I.60
forestry B Laoging 32.42 47.32 50.53 52.86 57.5B 61.78 68.28 78.21 80.99 .95
Fithin 9.21 14.48 17.16 19.74 22.50 26.86 31.42 37.81 45.73 50.82

Industry Sector 317.15 507.37 578.50 658.14 7.46 88.29 1008.80 1180.40 1360.92 1511.47
Nining & Onrryine 18.87 49.09 54.58 61.98 67.96 70.85 92.08 1OL.0 108.46 113.63
lamnafturlno 216.44 330.45 372.43 417.75 "1.4 528.45 6.70 752.34 8.24 962.47
Registered 122.81 203.08 233.52 258.06 282.54 322.07 398.57 445.17 5434 603.33
Unristered 93.63 127.3 138.91 159.69 179.12 206.58 23.13 287.17 335.10 359.16

Electriefty,Gs Water 20.70 33.42 40.52 48.94 55.67 62.68 73.25 87.10 108.70 122.06
Cuwtruction 61.14 94.21 110.97 129.47 152.17 176.11 206.77 23.07 2.32 313.31

Services Sector 440.63 684.88 787.33 907.61 1038.71 1186.43 1385.6 1607.18 1864.85 2164.04
Trprwt, Storage & Cm. 57.24 102.81 118.73 140.98 165.37 199.38 238.72 .84 33.67 411.85

Ratltwo 11.24 24.17 24.74 31.36 37.65 43.56 4T.S1 55.75 64.33 72.2
Other Trasoport 36.80 63.68 77.24 91.00 105.10 124.68 152.29 178.55 222.9 280.38
storae 1.22 1.83 2.12 2.60 2.80 3.17 3.34 3.71 4.15 4.50
Commicatien 7.98 13.13 14.63 16.02 19.82 27.97 35.58 39.83 47.24 54.70

Trade, Hotels etc. 147.13 229.90 266.90 310.50 345.51 384.33 452.22 512.53 587.91 462.87
banking & Insur 34.08 59.6S 70.81 82.65 96.64 111.43 134.13 172.68 198.45 254.66
3lo. Estate etc. 73.83 96.28 105.14 116.17 126.45 136.13 148.43 16.46 191.81 201.0
PdMic Adamn & efence 57.94 92.38 108.36 125.11 149.33 179.48 208.58 241. 269.25 306.91
Oher Services 70.41 103.88 117.39 132.20 155.41 175.68 203.56 238.34 278. 326.94

GP at Factor Cost 1224.2 1867.23 2085.33 2M3.99 2600.30 2948.51 3535.17 4058.27 4726.60 5418.88
.......................................................................................................................

Notes 1990/91 a 1991/92 dat are from Quick Estimates.

Sources: CSO, National Accounts Statistics 1992 and Quick Estimates dated Jalary 15, 1993.
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Table A2.20b)
0R06 DWESTRC PROUT AT FACTS COST - ? IKIU OTR F O08101

(Rs. billion at 0/8 pofes)

1980/81 198/84 1984/8 19858 198/ 19a7/M 18o 190 190/1 1991/92

Agrieultural Setor 44.49 540.80 540.61 542.18 532.81 34.79 622.14 652.63 62.92 453.78
Agriculture 424.66 497.53 4.02 49.55 4895 492.58 59.40 50. 614.26 603.49
Foretry 8 Loging 32.62 1.99 31.80 31.81 30." 29.86 29.40 31.95 32.47 33.13
Fishing 9.21 11.28 11.79 11.82 11.96 12.35 13.34 15.00 16.19 17.16

rntry Sector 317.15 389.92 413.30 432.25 43.82 43.67 53.43 58.39 42.39 622.19
Nining 8 Quarrying 18.87 24.51 24.86 26.n .7S 30.80 35.42 38.02 39.90 41.51
mnufactrrng 216.44 273.77 291.3 30.20 34.45 34.18 383.4 410.43 441.31 431.31
R"fstered 122.81 14.29 180.31 186.53 195.21 209.02 236.05 251.09 29.74 267.28
Uneistered 93.6 107.48 111.22 118.67 129.26 139.16 147.39 159.54 171.5T 164.03

Electricity.Ge Luster 20.70 25.88 28.41 30.99 34.21 36.92 40.80 44.84 47.92 51.73
Censtructien 61.14 65.76 68.28 71.8 753 77.7n 8.79 O.90 93.26 97.64

Services Sector 440.43 517.93 S50.42 591.23 636.08 674.76 723.864 78.01 812.60 847.19
Transport, Stora & Can. 57.24 46.92 73.02 79.51 84.03 92.27 98.04 106.85 111.85 120.23

Ro1.two" 11.24 12.43 12.67 14.04 15.14 15.76 15.0 16.23 16.77 17.78
Other Tranwport 36.80 43.48 48.35 53.09 56.51 62.61 67.92 75.22 7.70 85.0
Stora"e 1.22 1.40 1.53 1.63 1.70 1.69 1.6 1.71 1.81 1.85
Ccmmication 7.98 9.61 10.47 10.75 11.48 12.21 12.88 13.69 14.57 15.57

Trad, Hotels etc. 147.13 174.17 181.73 196.49 208.52 218.01 233.05 243.10 25T.45 261.55
Saking & Insurance 34.08 45.93 S1.53 58.2 46.92 73.99 86.23 102.69 104.02 117.09
Real Estate etc. 73.83 82.6 85.61 88.80 92.24 94.72 97.92 101.35 105.0W 109.59
Public Adamn & Defence 57.94 67.75 74.46 80.16 88.07 97.04 103.42 112.14 112.55 112.90
Other Services 70.41 80.50 84.07 87.59 93.50 98.73 104.38 113.88 120.90 125.8

ODP at Factor Cost 1224.27 1448.65 1504.33 154.66 1632.71 173.22 1089.43 199.03 2097.91 2123.16
................................... 
Note: 1990/91 d 11/92 dota we fron QuIck Estfhtes.

Sources: CSO, Natial Aceurs Statistics 1992 and Ouick Estintes dated Jamery 15 1993.
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Table A2.2(c)
IPLICIT PRICE DEFLATOAS FOR 00P AT FACT COST

(I1MIOS-O)

.............................. ........ ........ ........ ........ ........ ........ ........ ........ ........ ........

1960/l 1960/84 194/8 19SiM 19/ 1967/U 1968/89 1989/90 190/91 1/92
.............................. ........ ........ ........ ...... ......... ........ ........

AgrIcultural Sectr 100.00 124.81 133.09 142.43 154.8 172.74 183.36 200.83 226.40 266.66
AgrIoulture 100.00 123.24 131.14 140.33 151.66 169.5S 179.67 197.12 223.70 266.5S
Foreatry & Loagina 100.00 U7.92 158.90 16.17 186.34 206.90 232.24 244.79 249.43 253.40
Fishing 100.00 128.37 145.55 167.01 168.13 217.49 235.53 252.07 262.46 296.15

Id,try Scstor 100.00 130.12 139.9? 152.26 159.00 169.81 185.63 202.72 218.66 242.93
Mlining R _arIng 100.00 200.29 219.55 .29 22M.21 250.03 259.97 271.15 2n.33 273.74
Namafaeturrng 100.00 120.70 127.75 137.78 142.29 151.5 166.05 183.22 199.01 223.15

tegistered 100.00 122.12 129.51 139.85 144.74 154.09 168.85 185.26 201.36 225.73
lbwoestered 100.00 118.51 124.90 134.s5 138.59 148.45 161.56 180.00 195.31 218.95

Eloctricity,Oa &ater 100.00 129.91 141.S3 157.92 142.68 169.77 179.53 194.25 214.32 235.96
Construction 100.00 143.26 162.52 180.25 201.90 226.45 246.77 267.80 290.93 320.88

Seras Setor 100.00 132.2 143.04 153.51 163.30 173.83 191.43 206.05 229.49 255.44
Transport. Storag £ cam. 100.00 153.63 162.60 177.31 194.94 216.08 243.49 260.03 302.79 342.55

ja I1maw 100.00 194.45 195.26 223.36 248.68 276.40 304.55 343.50 383.60 406.47
Other Trport 100.00 146.46 159.75 171.41 185.98 199.14 224.22 237.3? 283.29 329.74
Storae" 100.00 130.71 138.56 159.51 164.71 187.57 203.66 216.96 229.28 243.24
CoumIcenton 100.00 136.63 139.73 149.02 172.65 229.07 276.24 290.94 324.23 351.32

Trade, Notels etc. 100.00 132.00 146.87 158.02 165.70 176.29 193.38 210.83 228.36 253.44
Rankin 8 Insura 100.00 129.83 137.42 141.82 144.41 150.60 135.55 168.16 189.32 217.30
Reel Eltate etc. 100.00 116.M 122.81 130.62 137.09 143.72 151.58 162.27 182.62 183.44
Public Adidn 0 Defence 100.00 136.35 145.53 1S6.08 169.56 184.95 201.68 215.20 239.23 271.84
Oher Service 100.00 129.04 139.63 150.24 162.73 177.94 195.02 209.29 230.57 259.83

GOP at factor Cost 100.00 128.89 138.62 149.33 159.26 173.11 187.10 203.42 225.30 255.23
.........................................................................................................................

Note: 1990/91 and 1991/92 dta are from Quick Esttmtes.
Source: erfvd from Tables 2.2a) u 2.2(b).
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Table A2.3
aMUSS SAVINGS AND INWESTIT

(m8. billofn)

............................... ....... ........ ........ ........ ........ ........ ........ ........ ..... .. _..

190S/81 1963/84 1984/85 195/8 19686/8 1981W86 198/89 1989/90 1990/91 199"/92

(At cutcent prfces)

GROSS NATIONAL SAVINGS 261.66 399.60 446.15 556.1O 598.81 670.55 795.08 929.04 1267.17 1414.71
HNusehelds 192.28 300.07 341.42 618.34 466.69 540.24 626.36 77.52 1067.33 116.68
Private corporate sector 22.84 1.72 39.47 S3.19 52.10 56.08 87.33 120.98 143.93 166.33
Publi sector 46.54 67.81 65.26 864.57 80.02 72.23 81.39 70.54 55.91 101.76

Foreign Savirn 22.87 3.O0 4:.73 73.36 77.27 12.98 129.72 129.67 137.99 49.43

GROSS ONSTIC INVSTMENT 204.53 430.61 487.88 629.46 676.08 M53.53 924.80 1058.71 1405.16 1464.20

Change in stocks 21.77 30.70 32.20 86.91 55.56 31.59 93.94 94.63 179.43 103.35

06SS FIXED CAPITAL FORMATION 262.76 399.91 45S.68 S42.5S 620.52 721.94 830.86 964.08 1225.73 1360.85
By Type of Asset:
Construction 136.49 196.49 22?.19 274.53 297.81 340.53 392.57 447.93 SS.32 659.34
Machinery & Equpmt 126.27 203.42 228.49 268.02 322.71 381.41 438.29 516.15 668.41 701.51
By Sector:
Pblic sector 116.93 204.SO 233.96 275.01 332.54 345.71 397.99 447.27 497.= 5K9.66
Private sector 145.83 195.41 221.72 267.54 28W.98 376.23 432.87 516.81 727.75 811.19

COWPp at current prices 1360.13 2075.89 2313.43 2622.43 2W.49 3332.01 3965.93 4539.86 S308.65 6086.72

(At 1980/81 prices)

a0m DOMESTIC INESTNRNT 284.53 322.40 332.49 394.51 399.25 420.89 474.40 491.94 5S84.94 497.68

Cha In Stocks 21.77 26.08 24.65 64.77 39.28 21.34 S8.00 53.00 69.31 -0.04

GOS FIXED CAPITAL FORMATION 262.76 296.32 307.84 329.74 359.97 399.5S 416.40 438.94 515.63 497.72
By Type of Asset:
Construction 136.49 12S.64 127.18 139.60 135.80 15.45 155.19 162.52 185.66 194.30
achinery & Equipment 126.Z7 170.68 180.66 190.14 224.17 249.10 261.21 276.42 329.97 303.42

By Sectors
Phlic sector 116.93 155.51 164.33 170.80 192.31 186.60 194.90 200.42 203.91 198.72
Private sector 145.83 140.81 143.51 158.94 167.66 212.95 221.50 238.52 311.72 299.00

Sources: CSO, Natifol Accomts Statistes 1992.
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*ate A2.4 I,

ams. milUie at Owr?= pi21m)

---,.. . ....................... ..... ........ ........ ........ ........ ........ ........ ...... ........

1g150 19/4190/ 193/ 1 X190/ 1905C 15/910/1 1991/2
j ~~............................... ............. ........ .. ....... .. ....... .. ....... .. ....... .. ....... .. ....... .. ....... .. ....... ....

GPM 13A.1 315.9 3113.4 MA01.4 319. 33.0 3651.9 43.9 530..7 460.T
Mt fectoer ise ra.0 -11.3 -17.8 .19.0 -a.. -33.0 .*s.a -55.1 -67.a -101.0
Other curret treasfrs . 2.6 VJ.7 80.7 87.0 VA.0 15.0 35.4 37.6 35.9 .0.0

ODlepeste IPA sI I35.5 9L.4 333.9 303.4 .. 3.1 33.0 3921.1 651A.4 537. 661.6
Private dieuelAe in 132.1 153.1 M7. ESLI S0. 34.3 340. 30.7.r 40.1 554.
"ttic depsoi Incm 17A.4 M.2 . .8 363 4.3 480.7 554. 613J. 671.3 197.2

Grow Useiast S rvings 31.T 39.6 446.1 96 . .5 0.1 .. 4M. MA 9.3 1246.2 1378.9
Private sainp 215.1 31.8 350.9 471 .9 U .7 LS M5 86.7 10.3 1377.2
Pl¢c svings 46.5 67.8 0.3 04.6 00.0 72.2 1.IA 70.5 55.9 101.8

Finat Cmuptien 11n.8 1 .6 15 7a 07.3 2n3.3 8. 4 W A 3146.1 3515.1 461.2 4672.6
Private Coraptien 9 M.0 1481.4 .2 1 . A 189.0 126.0 292.6 3051.9 3415.8 3977.2
Ptiic Cenemptimn 1.8 M1. 4.5 2191.7 34.3 408.4 473.5 543.2 615.4 695.5

...................... ............................................. _ ..........................

notes 1990/91 asd 1991/92 dat4 are from ck stimates.

Sawrss (1) CSO, Ustfait A*emot Sttiotinc 1992 ad Aebck Estimtes doted Jaury 15, 1995.
(2) World Sa Estimtes.
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Tcbte 42.5o()
mm O01ESTIC IUWST T By NEWs? OF ORIGIN

(ft. billIein at curret Priem)

19SI "9OM MISS 1" /18wa 1a/B t9 1ng/90 199 1991/92

Agricultural Sector 48.6 60.6 70.1 7.0 77.4 91.9 ".8 110.1 129.5 145.2
Agricuture 46.4 56.2 6.0 70.1 70.5 84.0 90.6 100.0 116.9 131.4
Fortry & Logetin 1.0 1.9 9.2 2.0 2.4 2.6 3.0 3.1 4.6 4.4
Fishing 1.3 2.6 3.1 3.7 4.5 5.4 6.3 7.1 8.1 9.4

Indantry Sector 96.7 188.9 27.1 261.5 A.1 336.3 419.2 401.1 7.2 565.4
ninfr I Auarryine 9.6 29.3 29.3 40.2 45.1 43.4 47.3 62.6 70.6 73.5

Necaaturrng 48.4 101.9 111.5 130.5 141.0 175.7 247.0 273.4 319.6 305.2
R"oitwed 29.2 73.6 80.7 99.1 95.4 124.2 10.5 198.5 225.0 211.4
Uogistoed 19.2 28.4 30.8 39.4 45.5 51.6 63.5 4.9 94.6 93.9

Electrieity,Gss ater 31.7 50.6 55.5 70.5 9.0 106.7 113.2 130.0 140.8 158.7
Censtruetion 7.0 7.1 10.7 12.3 10.1 12.4 11a 15.0 26.3 28.0

Sevices Sector 112.6 168.6 196.9 2A9.4 289.2 271.6 359.9 400.5 510.5 536.0
Trenport, Storge S Com. 29.1 45.1 57.1 61.Y 8 80.5 105.6 126.9 146.2 15.7

Ralwayp 8.1 11.9 14.0 16.7 22.9 21.5 26.4 26.4 31.4 31.9
Othr Traport 17.5 25.9 34.3 35.5 44.6 43.9 S5.3 72.5 81.8 91.6
storew 0.2 0.6 0.5 0.6 0.7 0.8 0.5 0.7 0.8 0.9
Cemmicatfon 3.2 6.8 8.3 9.0 10.6 14.3 21.4 27.3 29.1 35.4

Trdx, Hotels etc. 23.3 30.7 27.5 71. 49.7 14.? 49.4 54.9 102.5 75.6
Baning & In 1.7 3.6 5.4 5.5 8.7 14.8 20.6 24.5 27.4 35.4
Real Estat etc. 31.4 48.6 59.8 68.8 80.9 90.1 101.6 110.6 129.6 151.6
Pablfe A4tn & Oefes 21.6 32.2 39.0 48.0 55.1 55.1 62.2 60.0 75.5 84.9
Other Services 5.5 8.4 10.2 14.0 16.1 16.4 20.6 23.5 29.4 31.7

Gros Doxstic tnvestant 2sr.9 418.1 476.0 606. 6.7 69. 878.9 99.7 1197.3 1247.5

Meo Itea
Gross Detic Invstment (a) 308.8 414.9 454.1 580.3 612.1 739.7 93W.3 1111.9 1397.9 1554.1
Errors & wniiaofo 24.3 -15.7 -33A8 -49.1 64.0 6.2 12.5 53.2 *7.2 89.9
Gross Dmstie inestmant 284.5 430.6 48.9 629.5 676.1 M3.5 924.8 1058.7 1405.2 1464.2

(asdJusted) (b)
..........................................................................................................................

Note: 1990/91 nd 1991/92 dat are fr ekuic stfmotes.

(e) Refers to CO'o sfngsboasd estimat of i,wsstmant.
(b) Reft s to Gross Capital formti1n _"justed for wrwo d e1isos, atiti is Cos direat

estimte of fmestt basod en phyical flow.

Sawoces: CSO, Natioal Acceuat Statistics 1992 end Quick Estimates dated Jahmr 15, 1993.
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Table A2.W(b)
0#S1@ETC IUWSTET 5? IRV57 OF S2IGIN

(Rf. billtio at 081 prism)

196/81 198/4 194A/ 19a5/ 1W 1wlB 198 198/9 1t9/9 1991/9

Agricultturot Sector 48.6 44.1 48.9 4.4 43.6 47.8 47.3 47.4 51.2 50.5
Agricutture 46.4 41.0 45.5 43.2 40.1 44.2 43.5 43.3 46.4 45.8
Forestry & Loggng 1.0 1.4 1.5 1.2 1S 1.2 1.3 1.2 1.6 1.3
Fishine 1.3 1.7 1.8 2.0 1.2 2. 2.6 2.9 3.1 3.4

Inustry Sector 96.7 146. 149.6 171.1 17.6 197.0 210.6 m.3 230.3 191.5
Mining & 6urryine 9.6 23.1 21.7 2.5 27.7 15,5 25.2 30.5 28.1 2S.1

nufacturing 48.4 78.1 80.0 90.8 5.9 104.5 121.6 16.1 131.0 9A.4
Regstered 29.2 57.9 59.9 .9 60.5 7T.9 9.6 102.9 96.1 72.2
Unre"stercd 19.2 20.1 20.1 n.9 n.4 6.7 31.0 55.1 34.9 27.2

Electricity,G9 "Uter 31.7 39.4 39.9 45.4 57.1 59.1 56.7 40.8 58.9 55.8
Construction 7.0 6.0 8.0 64 6.9 7.8 7. 8.0 12.3 11.3

Services Sector 112.6 122.5 131.8 145.1 160.4 135.0 15.1 172.5 206.2 1/4.6
Transport Storag & COL 29.1 35.9 42.6 39.7 48.5 45.7 53.4 58.1 60.2 60.1

Rat tscp 8.1 8.3 8.8 9.1 12.4 10.1 11.1 9.8 10.6 9.6
Other Transport 17.5 22.1 27.6 24.6 2P9A 2?.4 31.6 35.9 37.6 38.6
Storage 0.2 0.4 0.3 0.3 0.4 0.3 0.2 0.3 0.3 0.3
Cosomication 3.2 5.2 6.0 5.? 6.1 7.9 10.5 12.1 11.7 11.6

Trade, Hotels etc. 23.3 24.4 19.8 52.0 32.5 8.2 42.0 27.9 51.0 17.2
Batnkng & Insurance 1.7 2.7 3.7 3.4 5.2 8.* 11.0 11.8 11.7 13.5
ReSal Estate etc. 31.4 30.1 33.0 34.4 55.9 36.6 38.6 39.5 43.8 45.1
Public Adnin & Defense 21.6 25.6 26.3 20.1 29.9 2.5 28.7 25.4 20.2 28.2
other Services 5.5 5.9 6.5 7.5 8.4 8.3 9.5 9.9 11.3 10.6

Gross Domestic Investment 257.9 313.2 330.3 382.6 381.6 379.8 441.0 455.1 487.? 416.6

mo Item
Gross Domestic Investment (a) 306.8 310.7 309.6 364.7 362.1 424.3 480.7 516.2 581.9 530.5
Errors & Omissions 24.3 -11.7 -22.9 -29.9 -37.1 3.4 6.3 24.2 -3.0 32.9
Gross Dmstie Investmant 264.5 322.4 332.5 394.5 399.3 420.9 474.4 491.9 584.9 497.7

Cimadjusted) tb)

O,*,: . .wd.................................. ...... _
Note: 1990/91 and 1991/92 dbta are from Quick Estimates.

(a) Refers to CSO's sevingsubesed estimate of investMent.
(b) Refers to aross Cepfttl formation wnedjusted for errors and issions, tabich is CSO's direct

estimato of inwesnt based on psical flos.

sous: CSO, tional tAecoust Statistics 1992 wd uick fstimates dated Jawy 15 1995.
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Tble AL2.5O)
In_wT ODaLtums 0 IoU OF US

C198/1u100)

, ............. ........ ...... ... . .......... . ........ . ........ . ........ . ........ . ........ . ........ ..... ........
81 1ea/86 19 5 195/86 19 V t97/88 198.89 199 1990/1 1991/92

A.................... sector.................. ........ ......... ........ ......... ............. .... ............. .... ............. .... .....
Agrioultweol 9oct0 100.0 137.4 143.3 10.4 177.5 192.1 210.8 232.3 253.1 287.4

Agr1culture 100.0 137.1 148.3 12.2 11.6 190.0 208.4 230.6 251.7 287.0
Forestry a Leoging 100.0 130.3 144.2 148.9 16.6 207.3 n3.1 258.0 285.8 334.4
Fishing 100.0 195.7 160.9 15.0 205.4 223.3 239.8 246.5 256.4 275.7

Indstry sector 10.0l 126.9 13.6 152.0 10.9 170.7 199.1 204.5 242.0 295.2
Ninhn, & Lwrryfng 100.0 16.5 135.0 151.4 11.7 170.3 187.4 205.6 250.8 292.9

Afecturing 100.0 130.5 13P.4 151.6 144.1 16.1 203.2 201.0 2b6.0 307.1
Rtegstered 100.0 127.0 134.8 14.2 15f.6 159.5 202.6 192.9 23.1 292.9
Usogi stored 100.0 140.8 153.3 10.0 179.1 195.2 206.9 226.1 2n.4 345.1

Electrielty.Gss 8Ater 100.0 121.5 130.0 155.2 1.3 177. 199.6 214.0 239.0 284.5
Cantruetfn 100.0 119.0 13. 146. 145.8 158.7 165.4 18.0 213.7 248.1

Slices Sector 100.0 3.6 150.9 1a.2 180.3 201.3 196.6 232.2 247.5 307.5
Transport, storageo & cL 10.0 125.6 134.0 155.5 142.6 176.4 197.8 218.5 242.7 262.4

ef two"1 100.0 42.8 159.2 102.2 184.5 214.2 237.4 269.0 297.8 330.6
Other Tiwrt 100.0 117.5 124.4 144.2 150.7 160.4 181.4 201.9 225.3 237.4
Storag 100.0 154.1 105.5 190.3 202.8 232.4 270.0 257.7 276.7 310.7
Comuaictfen 100.0 130.3 9.9 159.6 1734 181.1 206.2 226.0 248.3 287.3

Trade, Hotels etc. 100.0 125.7 139.0 1.3 152.8 179.1 117.4 196.8 200.8 440.6
aking & In r 100.0 136.8 143.8 140.4 14.0 146.4 187.3 208.1 235.0 263.0

Root Estote ote. 100.0 161.6 181.5 200.2 225.3 246.3 243.5 280.0 295.? 336.2
Pslbic Adin a Defaen 100.0 136.6 148.3 170.4 186.4 200.7 217.1 236.6 267.3 301.2
Other Sews 100.0 1.6 157.9 188. 19.7 198.5 217.7 238.5 260.8 299.3

ara" onstic Investmt 100.0 135.5 14.1 15A.6 172.4 184.3 199.3 217.9 245.5 299.6

"MD stems
Gross Damsti Investnt (a) 100.0 133.5 146.6 159.1 169.0 179.0 195.0 215.4 240.2 292.9
Gross lOmtic inestmnt 100.0 133.6 146.7 159.6 149.3 179.0 194.9 215.2 240.2 296.2

(uCmdjusted (b)
........................................ .............................................. ...............

note: 1990/91 nd 1991/92 d ore fre Glck Estietos.

(a) Refers to CSO's sovirs-hasd astlgent of invtmnt.
(b) Refos to Gross Capitel Formation tuedtod for errors ad emssion, fch is CSO's direct

estimet of fnvostmnt booed en pdplfsal fleas.

Sourcee: CSO, titonol AoNeet Statistics 1992 ad *ulc Esticattes dstd Jawary 15. 1993.
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Tale 2.6 (s)
Q0055 SsTIC ItNwIT_ in PWLIC 89

(ft. bittion at uroent prism)

19M1 193/86 1M/ 15^/86 19W 19/ 1/" 1M 1"99/1

Agricuturl Setor 18.9 2is 24.2 M.7 23.11 29.01 3.1 34.43 33.47 n.e.
Agricutur 17.96 2.46 24.6 6.18 26.71 30.63 S3.64 30.4 n.o.
Foreotry I Loing 0.95 1.76 2.2 1.92 2.26 2.4 2.75 2.91 n.o.
Fihinre 0.01 0.02 0.04 0.03 0.96 0.0 0.02 0.02 n.s.

Irsltry Secor 53.27 106.98 127.21 163.90 102.94 1.56 2.02 39.78 n.o.
Nfni,n & Ourryina 9.14 280 2.0 36.6 42.61 46.3 47.00 42.23 n.s.
anudturrng 11.70 3136 43.20 55.42 50.74 S.27 54.27 5.92 n.e.

RlectricityOaes SHator 29.51 47.59 52.75 67.12 W.4 99.72 105.8 120.75 no..
Constnuction 2.92 -0.17 2.38 23 0.14 2.24 -0.10 0.65 n.e.

Servie Setor 45.40 72.59 9.15 9.05 126.75 104.5 152.80 158.31 n.e.
Tra trt, Stoap 8 Com. 18.19 25.61 33.50 33.93 50.2 6.34 60.85 74.86 na.

Rtilemy 8.14 11.85 14.04 16.5 22.90 21.53 26.37 26.44 31.59
Other Transport 6.6r 6.6 10.71 7.84 .7 10.0 12.85 20.81 n.e.
Store O.1 0.33 0.41 0.42 0.55 0.47 0.Z3 0.35 n.s.
Commeictaon 3.21 6.7 8.36 9.02 10.58 14.31 21.40 27.26 28.70

Trde, #Motls etc. -0.30 4.2 10.29 0.48 -1.71 -22.32 -4.10 16.08 n.e.
*.nku * Inourance 1.10 2.06 2.84 3.15 4.9 9.50 u1. 16.75 n.a.

301 Estate etc. 1.70 3.60 3.78 5.08 6.51 6.70 T.S 7.80 nO.
Publfe A&din & efe 21.42 32.23 38.95 47.95 55.06 55.12 42.26 59.98 72.81
Other Services 3.17 4.87 5.79 7.96 9.18 9.51 11.S7 12.81 n.e.

-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

Croo mtic In Uwnt 11W.6 23.6 249.15 290.56 35.74 333.52 394.27 41.56 557.21
... ..............................................................................................................

sreassg CS, 1oim aet rStatsfe9 IM
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Table A3.LI
INDIA: lalame of Pymots, 1980/81-1991/92 /at

CUSS i tlton at eurrent pries)

1980/81 1964/8 1 8 1996/ 1987/88 19/8 1989/90 1990/91 1991/92
....................................... .............. ....... . ....... .. ...... .. ...... . ....... . ....... .. ...... .. ........ ...

Eporwts of Goods and NoFwtor Servics 1165 13216 12m 133 1121 1621 21201 2345 233
Merchdise (fob) /b/ 8316 97M 94 1042 1646 14257 6s9 18691 1a35
Non-factor Services 2949 344T 3310 3217 3571 396 4246 4964 S202

ispots of Gods d Na hn-Fwtor Services 17378 17774 1942t 199St62 2263 26 2M4 793 29390 24352
Merncndfise (eif) /b 1t5862 1S424 17290 17740 1931 23618 24411 25241 19752
fon.tfctor Services 1516 2350 2124 2222 3027 3225 35Z3 4149 4526

Trade lBtance -7546 -565S -7835 -7310 -7170 -9361 -7456 -6750 -1S91

Nonfactor Services Salanao 1433 1097 1186 995 544 731 723 8 676

Resource Baeamt -6113 -4558 -6649 -6325 -6626 -8630 -673 -5965 -915

Net Factor Imecme 356 -1449 -15S2 -2045 -2471 -2985 -3305 -344 -3786
Factor Servie Recelpts 1083 493 547 501 464 397 395 257 15I
Factor Service Pynents e/ 727 1942 2099 2546 2917 3382 3700 4001 3943

Not Current Transfers 2860 2496 2207 2327 2698 2654 2256 2021 2665
Transfer Rweeipts 2874 2509 2219 2339 2724 2670 2271 Fosr 2701
Transfer Payments 14 13 12 12 26 16 I$ 16 16

Current Account Betance -2897 -3511 -5994 -6043 -6399 -8961 -7782 -7680 -2016

Foreign Direct Inwestment 8 62 160 208 161 287 350 112 200
Official Grant Aid 63 453 359 403 410 406 S00 476 451
Net Medi. & Lon-Term Caital /d/ 1401 2465 2534 2919 39 4351 3910 2765 4895

Gross Diebsrmwnts 2157 3557 3843 5210 5632 6299 S892 5169 7466
Principatl Repaymnts 75 1091 1309 2291 1693 1948 198 *409 2573

Other LT Jnftw (UIRI) 339 814 1579 1825 1992 260 2244 l -1622

Capital Flcus NEI -854 -87 2174 1407 620 1064 937 S65 695

Net Short-Term Capital 228 220 273 168 222 253 917 111 -1609
Others /e/ -200 273 474 -102 *731 141 167 -1000 -1228
Capital f tos n.e.i. /f. -882 -S80 1427 1341 1129 650 -147 1454 3532

Overall ala -1360 196 812 720 74 -222 1S8 -296 2604

Net IMF Credit 1014 67 -264 -648 -1082 -1210 -1008 1214 780

Change In Reserves (Exet. Gold) 346 -26 -548 -72 338 1432 S50 177 -3364

t- a increase)

_wdn Ites:
End of Year Grs.9 Reserves Excl. Gold) 6858 6110 66 6729 6391 4959 4109 2338 5722
Reserves in Months of lxports 5.2 4.8 4.6 4.6 3.9 2.5 2.0 1.1 3.5
Current Account Deficit / GDP 1.7X 1.81 2.81 2.6 2.5 3.3X 2.93 2.6X 0.6X
Debt Sevice Ratio /of 9.21 18.21 22.71 32.01 29.41 29.61 27.2 27.0% 25.81
.................................... -.----------.--.-.-.----..-.-----------...-..-..--.-.--.----------.-.-.----.

/a/ BOP bed on revisd treatment of narncustom Impo r s adapted by GOD from 1990/9 o1mds.
ll Net of crude petroleun eports.

/c/ Includes Intst an non-resident deposits nd IMF service dhare.
/d Excluding non-resident deposits, aeam be.ow under Other LT Inftlos CNRI).
/I/ Correspods to bi lateral balance from 1990/91 crards.
/f Itesdual item including short-tem capital, reserve valuation changs, rupee trade ialaoee, etc.
/g. As proportion of gross current receipts.
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Table A3.2 (e)
INDIA: e0rdonfee Exporto, 1980/81 1991/92

(USS Pillion at current prfies)

.............. _.. .......... ........ ............... ...... .... ............... .......... .......... .......... ........ .. ..........

1900/81 1985/86 19/87 198I5i 1968/89 1989 1990/M1 191/92
..................... .............. ....... .... .......... ......... ...... .................... .......... .................... .......... .......... .......

Primary Exports 3399 352 3279 328 3254 3852 4354 4189
F1ih m 334 421 411 435 412 535 588
R1co 284 10 154 2a1 229 a56 25S 308
Cashems 177 184 256 243 191 221 249 27
Coffee 271 217 232 202 203 208 140 135
Teo 540 511 451 44 421 550 96 494
Spices 141 227 218 260 190 166 130 152
Iron Ore 364 473 428 42? 445 557 586 585
Other Peimary 132? 1046 1118 1020 1121 1480 1862 1450

4
Manufactured Exports 5106 59 44ST 81W 10693 12729 13781 13713

Chedueeas 298 407 456 61 890 126 1417 1601
Leather auactures 494 629 721 9"6 1051 1170 18 1276
Texti tee 1057 860 996 1407 1312 160 22" 2164
cnUeants 697 872 1041 1403 1452 1936 2235 2211
Gens o Jeel lery 783 1228 1622 2015 3033 3179 2923 2753
Entrinerfng Goods 1048 779 886 1141 15S8 1974 2160 2246
Petroleua Products 32 417 321 500 349 418 522 41?
Other Nafectures /a/ 697 44T 416 750 1049 1162 809 1105

TOTAL VXPMRTS (Commerce) /b/ 8506 8791 9736 1208S 13948 16S81 18136 1792

Statistical Discrpancy -189 672 6K4 561 310 375 355 173

TOTAL EXPORTS (B.O.P.) /b/ 8316 9463 10420 12646 14257 1695S 18491 18135
................ ................................ ......................................................................................

/a/ Including unclassiffed exports
/b/ Not of crude petrolean exports

Commere figures for 1989/90 are provisiontl

Sources: 1. Ministry of Cammrce (O.C.l.S)
2. Resrve Bank of India
3. Ecenomic Survey
4. Vortd lank Staff Estimates
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Tobtl 43.2 (b)
iIDA: Necbndc 6ote, 1960/61 - 199/9

I9DIA: so 19/ lo/m 1 19/ 199/

Pricory hXp.wo35 07 14 39 32 49 4348
fish 5 35 3 354 31 60 571
ace K24 o 97 152 w 197 265
eo s tr" 204 21 22U 202 305 268
Ctofee 27 29 231 317 29 339 343
TOo 54s 471 418 479 451 463 50s

poeo '141 153 138 114 122 110 115
IrZ Oro . - 394 497' 44 461 541 B0 490

Otber Prls y 1327 * 103W 1239 994 109 2075 1M

Umg6tuferod Exqwot 5106 55 449 6414 9184 1130' 127
Cheicato 28 377 46 Su2 647 15 2157
Later# Nwactur 494 nM e 9"a 960 9T
Tentit. 105 " 1074 15 1329 16n
Oermmt 697 3 .917 1142 1137 1641 15
GM & iett*ory 7 1021 1419 12 202 n.e. n.o.
Ingrne eoods 118 952 976 1391 1729 240 2S14
patrols. Puease s 32 5U5 44 96 694 917 960
Oher Mnufactures /of .-. 9 7%0 749 77 n.a. n.s.

TOTMAL MPM"t CCarce) 84 650 W 6954 980 .11513 123 15S6 17046

stetieti..t Oiscrepens *169 464 495 53 2 309 1d5

7tOAL IpUT (6.O.P.) /b/ 316 936 10577 1204 12479 U6112 17211

/1. Inleudire utlasiffed apmt
/V Net of crude petroL. eaprts

amtti Irdiceos. not wavtlabt fow 189/90

Seurees 1. Ninietry of Ct _nrt GD.6.C.i.S)
2. Reserv 3en of Indio
3. iconomic erwy
4. UsrId Ban tff Rstimt.
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. lshe A.a (a)
tUs1A Eprt Ibflt Vlua tItlo , 1021A1 * 191f1/

' U Tter m 0" /1 * 198)

.............................. ..... ... ...... ... ....... . ........... ......... ,,. ._ .... ,_..... .......... 

law 190/5 1,93W 1076 "SW I/" 19/92
........... ...... .............. . ........... . .......... .......... .......... ..........

Pr1cOwy Expocts 160D 101.4 16.0 1W.1 101.1 6. 15.9
Fish :10iO 101.0 11. 116.1 112.7 111.5 103.1
iceo 1N0.0 1673J 19.0 1.1 W.4 130. 116.3

Cashew 160.0 9".8 1. 1(34 94.5 81.7 "9.
Coffee 10.0 72.6 164 5.7 60.7 61.4 39.5
TOeO 100,01 106 107.9 (6.7 9. 13. 90.2
WeP 16S.0 148.1 1528 21.0 11.3 116.0 131.
I1n Ore 160.0 not1 9A W.? 5.9 110.2 119.4
Ottr Priy 160.0 160.8 112.4 1619 60.7 92.0

eaued _ ao 1.0 96.0 W.4 106.4 14 121.9 106.6
ameolo .10.0 107.9 9.4 113.9 109.0 89.4 ?4.2
Leater Umuactu . 100.0 60.6 5.6 107.2 109.S 4r.9 1N.4
Toftolo 160.0. 13.7 M13 . 13.0 143.4 170.5 115.5
6sn~nto 100.0 106.2 11.5 11n.9 12.7 136.2 135.7
am & Jewllory 104 120.X - 114J. In.? 146.7 n.o. n.a.
m.foorIa Soes 160.0 81.8 * 0.6 6.0 M.1 67.4 8.4
Patrolemu Prdast 100.0 77.9 69.0 0. 50.3 57.0 42.5
otsw hmase s /a/ 100.0. d.5 55.6 96.6 17. n.e. ne.

TOMAL IPST cCsroe 2 1 0. 0.. 16.0 112.4 114.S 105.4

Stefati6et Siecrop .y 160.0 98. 98.5 168.0 1134. 114.8 105.4

TOTAL EXPORT (3.O.P..) j 100.0 9a.2 90.5 165.0 11a4 114. 105.4
................... - ................................................
/a/ Inchtdfr@ ieluta iffed .prtO.-
/W It of onu peo lem vowrt".

bntm indleos we Mt tWbte fe MAO

Sourcors 1. MInfstry of Omrce 0.w .CJ.S)
2. 1eer U* of Idne
S. Ecole swva
4. vwd s S* ff eta"etlst



- 134 -

Table A3.3 (a)
INDIAt Norchoadise ipato1, 190/81 ' 19/

(US3 milltion at current prices)

1980/81 1985/S 19/S 19/ 19a8/ 198/90 1990/91 1991/92

Food 1348 1321 1o0 1292 1203 714 690 426
Foodurains 127 90 S7 25 43 227 102 71
Edible Olls 865 600 479 70 503 12 11 101
Others 356 631 552 557 20 361 407 254

Other Conper Goods 378 452 594 600 700 80 851 67

P.O.L 69 4054 2107 3140 2938 37S6 60 535
Crde Petroleus /b 4243 3013 1672 25 181 2655 3422 3218
Petrotem Prodscts 24a6 1041 515 753 1047 1311 2606 2147

Capital Goods /a/ 2416 3503 S073 5064 4803 5304 5833 4233

Intermediate:. PRIMRY 1277 2156 2474 2997 3800 4488 4653 3821
Fertilizer Raw Naterial 210 313 218 243 301 329 348 311
Gems 528 899 1170 1S38 1984 2346 2082 1968
Other 539 944 1087 1217 1S15 1613 2223 1542

Intermediate: MANUFACTURES 3782 447 4316 4054 6053 6200 6017 4929
FertiLfizer Nanufactures 826 860 387 132 341 737 636 649
Iran & Steol 1080 1140 1134 982 1341 1383 1177 803
Mon-Ferrous etaels 605 443 324 444 544 752 614 342
others 1271 2028 2470 2496 382V 3328 3590 3135

TOTAL IMPO TS (Corce) /b/ 186 1s957 1ST12 17156 19497 2127 24072 19411

Statistical Discrepancy 7 1341 2026 2660 4121 3139 1169 315

TOTAL IMPORTS /b/ /c/ 1582 17298 17740 19816 23618 24411 25241 19726
,......................................................................................................................

/at Includes project eoods
/b/ Met of crude oil exports
/c/ From 1990/91 onvards total hports are based on a revised treatment of non-custom loports (reflected in

statistical discrepancy) as adopted by GOI.

Sources: 1. Ninistry of Cmsere, O.G.C.I.S.
2. Reserve Sank of India
3. Wortd Sank Staff Estimates
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Table A3.3 (b)
IDIA: nerchandie lo ports, 10/81 - 1 /92

USS tiltion at 80/1 psiCOs)

tM808 I95/86 19806 18A/6 19t 1989/90 1990/91 1991/92

food 138 1456 IS27 1710 196B 865 5 458
Faode0rain 12 11s 56 35 1021 310 126 77
Edfble Ol.to 865 54 7T0 980 539 160 287 126
oters 356 m 701 6s 409 395 422 257

Othr Consrar Goods 378 471 567 S13 555 643 647 675

P.O.. 469 51S1 5065 S9S9 6746 7281 8a28 942
Crude Petroloe AV 4243 3 4053 4644 4W5 510S 5422 
Petroleun Produts 2466 1285 1012 1314 2083 2176 2862 3145

Capital Goods /0/ 2416 3675 4703 4203 3706 4140 4310 3071

Intermediate: PRIARY 1277 2461 3038 2419 2841 3363 3306 2651
Fertilizer RaNw aterial 210 140 19? 161 178 1S7 166 141
Geas 528 977 1127 1262 1St1 1965 1S21 1409
other 539 1344 1714 996 1151 1242 1619 1101

Internzdiate: NAIWFACTURES 3782 5468 4644 3529 4726 5092 4750 3825
Fertilizer Mnufasctures 826 1163 813 320 472 8t6 766 71
Iron 8 Steal 1080 1319 1110 8O4 1275 1162 936 626
Mon-Ferrous otatls 605 642 481 540 553 77 599 327
Others 1271 2344 2240 179 2426 2279 2451 2101

TOTAL IMPORTS (Comarce) /b/ 1S869 18842 19543 18332 20544 21384 22132 19908

Statistical DOscrepancy -7 1583 2522 2842 4342 6 355 1075 323

TOTAL IMPORTS /b/ /c/ 1S862 20426 22066 21175 24887 24539 23206 20231
, .....................................................................................................................

/a/ Includes project goods
/b/ Met of crude oil Imports
/el Frm 1990/91 nards total fmports are based on a revised trotment of non-custom imports (reflected in

statistical discrepancy) as adopted by GOt.

Sources: 1. Ministry of Comrce, D.C.C.I.S.
2. Reserve Bank of India.
3. sortd Bank Staff Estiwat.s.
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Tehl* A3. (a)
!13IAs lcst Unit Volvo Irdtlees 198/a1 199/93

,...................,............ ................ .......... ............. .......... ............. ......... ........... t . .......... ............. ..........

*sw leag lme azfls loam1 Ta 061 11100)

Food 100.0 90.6 m0.0 I.S 61.1 02.6 02.6 ".0
Foodavinm 100.0 1.6 MA 72.0 41.8 73.1 81.0 90.2
Ediblto O18 100.0 106.4 42.2 72.4 95.4 79.3 A6. 1.
oter 100.0 61.1 78.0 80.2 E.5 91.4 96.4 968.

other Cwnuaar Goods 100.0 9.9 106.0 117.1 15.1 124.1 131.5 134.1

P.*.L /b/ 100.S T. 43.2 52.0 43.5 51.7 72.G 56.9
Crd Petrlasm 100.0 70.7 41.2 51.6 40.5 4.1 63.1 51.2
Ptrote1 Predot 108.0 61.0 50.9 .3 5 0.3 40.2 aa.1 4.3

Capital Goods /l/ 100.0 0.4 107.9 120.5 129.6 120.1 135.3 137.6

lntermdiste: PIMAr 100.0 07.6 613 1.9 1S.6 133.4 140.7 1".1
Fetiiat am Mtertial 100.0 2Z!.6 110.5 150.7 10.7 0.6 209.6 220.6
ams 100.0 91.0- 10.8 121.9 ISIS 129.6 136.9 139.7
other 100.0 10.2. 4.4 122.2 131.6 129.9 1373 1O.1

Intermediate: NAUFACTURES 100.0 61.6 ".9 11U.9 132.1 121.0 126.7 128.9
Fertilizer landwtures 100.0 75.9 47.6 41.3 72.3 04.2 9.2 8S.2
Iron & Steel 100.0 86.4 102.1 112.3 105.2 11.0 12.7 128.3
umN.UFrros Meas 100.0 6.0 67.5 82.3 U.3 9.0 102.5 100.6
Oter 1O0.0 63s 110.3 139.1 157.6 146.0 146.5 149.2

TYAL IWMOTS (Cwre) AV LO "0.7 80.4 93. 94.9 99.5 106.8 97.5

Statistical Discrepancy 100.0 00.?S 00.4 93. 94.9 99.5 106.8 97.5

TOTAL IWOTS /6/ Id/ 100.0 00.7 80.4 93.6 94.9 9.5 108.8 97.5
........................................... .................. ................................................ ,

/a/ Inctudes prejoot sooda
lb/ Mlt of crucb oil opst .
/c/ Fro 1990J91 nr totol 1ep0t an booed a reavised troaint o nonota ilports (ref tlted in

statisticat discrancy a opopd by s0l.

Sares.: 1. intistry of Camir 0..C.I..
2. Rserwe Bank of India.
4. World Sos.
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.Tdse A.4
Oeetimtien of Eapwor

(s 11Strfb - )

.................... ............... .......................................................................................................................... ....

o7/7 -arm M1 sM' 8/ '8 87/8 89w90 90/1 91/92
............................................ ....................................................................... _

Africa 8.3 A 5.4 52 2.9 2.69 2.2 1.93 1.69 1.88 2.05 2.11

aresa 15.9S 14.47 12.54 18.8 19.74 20.0? 19."1 19." 17.45 16.00 17.98
SA 13.S1 12.88 11.08 17.35 18.36 18.72 18.55 18.38 16.16 14.74 16.35

Canda 1.82 1.13 0.93 1.29 1.2 1.10 1.5 0.97 0.95 0.86 1.08
Latin Awere A torribea 0." 0.45 0.54 0.20 0.17 0.25 0.21 0.54 0.34 0.41 0.57

Asfi and ooefnia 32.0 386.41 36.78 31.9 30.AT 30.5 29.3 31.72 30.86 30.28 32.50

(a) OEC 6.42 15.26 11.10 9.2V 7.7 64.21 4.11 5.88 6.45 542 8.74
Of bliCh:

Iran, 1.74 6.76 1.84 1.32 0.88 0JB 0.8 0.4 0.46 0.43 0.69
Iraq 0.43 1.58 0.77 0.48 0.32 0.15 0.11 0.26 0.46 0.14 0.00
Saudf Arabia 0.93 1.49 2.4 2.67 2.06 1.72 1.77 15 1.55 1.29 1.97
Kuaeatt 1.03 1.17 1.45 1.05 1.13 0.74 0.67 0.71 0.7 0.23 0.29

(b) Other Asa end Oceano 25.67 23.35 23.6 22.42 22.71 24.43 23.26 25.84 24.19 24.65 25.75
Japan 13.25 10.72 S.91 10.11 10.82 10.71 10.26 10.42 9.05 9.34 9.24
Autratla 1.59 1.19 1.37 1.36 1.14 1.17 1.14 1.31 1.21 0.9" 1.13
Others 10.8 11.44 13.41 10.95 10.74 12.S5 11.85 13.91 13.13 14.33 13.38

Eatern Ewpe 21.04 16.32 22.15 22.02 21.32 19.19 16.41 16.55 19.28 1.88 10."
ua 13.6T 10.32 18.2? 18.46 18.4 14.99 12.47 12.86 16.12 16.14 9.18
Others 7.37 6.00 3.87 3.56 2.64 4.20 4.01 3.41 3.15 1.7 1.75

Wstn Eurep 18.39 21.55 21.57 19.47 17.92 21.97 24." 24.29 24.95 27.50 27.02
of chfch:

selefim 1.32 1.13 2.15 1.90 2.09 2.75 3.08 4.3 4.3 3.M 3.73
Fr 1.17 2.14 2.19 1.81 1.t. 2.18 2.41 2.11 2.30 2.35 2.38
met 0encn 2.10 2.92 5.n 4.7 4.77 5.89 6.73 6.09 6.42 7.83 7.11
Nethertande 0.91 2.06 2.2 1.91 1.47 1.81 1.77 1.98 1.91 1.96 2.09
U.K. 11.10 10." 5.68 6.02 4.67 5.42 6.45 S.69 S.79 6.54 6.37

O4he 4.13 3.39 3.75 4.7 7.66 5.59 7.42 5.46 5.61 6.29 9.40

ORAND TOTAL (a) 1 00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.CO 100.00

Total Euwpt (a) 2047 4672 8506 64 81 973 12085 13948 U161 1816 17961
(UN nitlien)

........................................................................ ............................................

(a) Excludexsp of crude patrolau, for heAch dstaflt reardig datintian e not aflable.

seures (1) Ecenmic SurVe, veriow I
(2) Foregn Trad Statistics, O.8.C.I.S.
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Table A.5
orloin of lweto
(1 distribution)

70r/1 75/76 00/61 84/85 I8M 86/87 87/88 88/89 89/90 90/91 *1/92

Africa 10.35 2.1S 1.63 2.27 3.01 6.38 2.01 3.33 2.42 2.22 4.10

Amrloa 35.86 29.47 18.19 15.51 1S.48 13.26 12.57 15.06 15.3S 15.69 13.54
USA 27.72 24.41 12.90 9.93 10.50 9.38 9.00 11.4? 12.03 12.14 10.28
Canad 7.17 4.41 2.65 2.91 2.29 1.85 1.34 1.52 1.28 1.29 1.44
Lotin America & Coribbea 0.97 0.66 2.64 2.67 2.69 2.02 2.22 2.07 2.04 2.25 1.82

Ano and Oconia 18.31 33.76 46.51 41.81 40.60 32.04 37.14 38.44 3.36 41.17 39.36

(a) OPEC 7.68 21.86 27.79 19.41 17.40 9.70 13.28 13.38 14.33 16.30 19.68
Of taicha
iron 5.61 8.74 10.67 2.13 4.10 0.70 0.65 0.46 1.10 2.36 3.00
Iraq 0.19 4.71 6.00 3.94 2.78 0.63 2.75 0.69 1.30 1.15 0.01
$Dt Arabl 1.48 5.S1 4.30 7.37 4.04 4.29 3.44 6.70 4.09 6.71 7.43
Etwit 0.34 1.19 2.69 2.16 1.73 1.44 2.12 1.85 3.28 0.84 1.57

(b) Other Aola d Oceania 10.63 11.92 18.72 22.40 23.20 22.34 23.87 25.06 23.04 24.87 19.68
Japan 5.11 6.86 5.97 7.24 9.02 8.03 9.56 9.32 7.96 .1 7.06
Australia 2.24 1.93 1.36 1.17 2.25 2.02 2.26 2.50 2.50 3.39 3.02
Others 3.29 3.13 11.40 13.99 11.92 12.29 12.05 13.24 12.57 13.97 9.60

Iatern Europe 13.46 10.7 10.33 12.56 11.04 7.65 9.56 6.90 8.44 7.82 S.
USOR 6.49 5.08 8.08 10.44 6.53 5.01 7.23 4.46 5.75 5.90 3.75
Others 6.97 4.86 2.25 2.13 2.50 2.64 2.33 2.44 2.69 1.92 1.35

Wetoern ur"p" 19.59 20.90 21.03 24.64 26.62 32.59 33.27 31.89 33.14 29.36 29.19
of which:

Uslg§iu 0.70 1.64 2.36 4.63 4.84 5.45 6.16 7.28 7.61 6.29 7.15
France 1.31 3.73 2.23 2.09 2.96 3.41 3.59 2.85 4.51 3.02 3.17
Wiet ernamny 6.58 7.03 5.53 7.52 7.85 9.54 9.71 8.71 .r76 0.04 8.03
Nethorland 1.17 1.21 1.71 2.13 1.51 1.94 1.99 1.90 1.55 1.84 1.44
U.K. 7.76 5.39 1.83 5.45 6.36 8.27 6.67 8.49 8.40 6.70 6.19

Others 2.43 2.97 2.31 3.21 3.24 10.08 4.6S 4.39 3.28 3.74 8.71

O98 TOTAL 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

"am Items
Totat Iqiorts (a) 2179 6085 1589 14414 16067 1st12 116 19497 212r2 24072 19411
(U It mllen)

(a) The figure for total lqorts hown here differs frem the total value of Iort shown In
Table 3.3 (a). as the latter figure so net of exports ot crude petroleum.

Sourcos: (1) Econtli Survey , variuos Issues.
(2) foreln Trade Statities, D.G.C.i.S.
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lrdAe Al.?
houonoit1un ot 6ooon Impor ~reah

(use ofltIen at 6*rra Priea - eaut BMwo)

.......................... .................................. ................... ........................... ................... .................. ..... .........

14/ 1" ltam-91/92 inWobo Cntr1f ,n
to arouth

Kaufcto _mat 5357 1103 573 95^

Cronowtion goads 31 0031 5
Leather lW a11 0 10
Gbm (gross) 1045 17 1SO 
Gosuwnto 747 * m SM 15l
Textiles 1W3 1484 59 105

InvestM* goods a/ 1 1n

Intenrdiate goods 10UI n45 o3W 21X
ChemIcatl 3 1ow 66 11X
Petrolem Prd n 41 Mt9 
0thersb 4W 1 4a1 65

Primry Expo 319 VW ' 

Fflh 3 467 1 .
mice a as. aa ox
Cabhew 16?- 23 n 1x
Coffee 2001 -13 0s
To 50o 4BS -6 Oi
Spicee 144 1 42 18
Iran Ore 40S 505 10$ 2Z
Other Primry 15 1315 151 25

TOTAL EXPORTS (Cwta) @1"51 14741 290 101t
Discrancy us 410 -94
TOTAL EXPORTS (OW) ¢/ 4 15151 61

Ges (Net) 4/ 25 7 400

e/ Refers to oinaerwie goods.
b/ Including uteoif led exports.
c/ met of crude patroeles eaprta.
d/ Exports teas morts of gm an jentsUry.

Soures: 1. Hinfstry of Comrc, fhCIS.
2. _osar Sank of Indlo.



*sW Amsntgp Jsqs PW u. VP ea MP oqpiu :e/
,...........................................................................................................................I

UODOI 9609 M9eg *93 amf 6 11 91019o aml 1*01 mu9 9811 /a/ (390*), 3110 )iJWEU 1e1 d
61 0069 49 IU 615 *an 41t 93 91 10 01 U6sol01JU1 '

15t gm9 996S 1 1m09 out 23 959 gut 9m £51 UPW3 at 0 l
9pg9 £91 MUL 91 1119 9m0 "on am9 9 9s58 41ot1 (l9)6 co 11 Iowa 3
£191 391 155 1*1 59 91 *691 196 31 401 1 11 93WJUfl'l14 *l~~ 

9,-i;S 240 0Z6B 90 195 096 *6 41 12 *3OJd JON j
*1 Mt4 iss * g a49 n Mt IIC 4 2 0 11 3 0uS9 JSipO*S
a910 0 0 0 0 0 0 0 0 0> OA. tu *p
3096 0111 0t M11 9196 Ii 9169 91 4 gm0t 1 0t45 1d l *
*.90A 0O6 969 Mg* Ski, 962£ 312g *61 1211 14U *19 S19~91'JSo 6
929 9i9 465 u9 S1 5 V 0 4 "9,999 96 # *A Jes
6K2 066 01512O 091 OM& 2 t1 3O9t *3 A £5 2 10M o"IPJ *ZIM4 l

269 156t U91 2 1 91421 6 an11; W 1 t 1U am0 31 *116 6i, I
s0>; Z[ tw 6ta stvtt an .... SM Omv gm "o plp£091 213 1212 61021 5191 613 051 693 03 10 95. Vl 111 P w

SW an1 4t" a6 t9 9519 60921 a9nt ut1 ta 2stGot 331 i 0so
am M0 ? 69 1 t *6 41 G91 0M 10m 31& 91 no1 19W1 0j Pe ? 11 1
£161 MM10 2006 4MM0 OM90 r5a4 mu61 n9ot MM61 ou1t 90*0 11 J "1b1004 I @ d It

............................................................................................................................ I

wW6S 10161061M4t 96140 SIAW 13*6*3101963911V9960 0 §WIS
...... 0--..-.---................................ ...... ......-

1 o0 ipin tg . )lPll I MO

9) 1*tV @09o

- TfT -



- 142 - -

MAWabe 9.: bt

(USS altels at Owrrnt Price.)

I81M/ 1982/U 1901/8N1 /1 1 19 67/U 199618/90199Q/911991/92
,.............................................................................................................................

A. Ptllc & Publily Gus. LT 22 3202 30 320 499 6710 7476 4 5741 S529

1. Offielt Creditor 1671 1932 1918 13s 2017 Z21 3428 3420 35 445S
a. Nultitatorl 1209 1440 1330 1119 138 1314 22 262 2106 22 2776
as. IBRD 3 270 455 2 32 4 129 1716 1445 1219 12n1

of which fast-did ing 0 0 0 0 0 .0 0 0 0 0 300
b IDA 76 1109 874 m 9us d4 912 754 w 7"4 956

of hich fast-disbursfne 0 0 0 0 0 0 0 0 0 0 155
b. Oflteral 462 492 8 634 619 900 1329 1002 1514 1429 1679

2. Private CredItors 625 1270 1591 2168 292 4496 3 51 46 4 201 1074
S. Supliors 9 40 41 465 193 8 5 16 3 6 7n
b. Comermial Bnks 197 218 503 23 173 1587 1606 1159 696 417
e. URI Flos 34 671 937 814 1579 165 199M 2650 2244 76 3

(I) Deposits 34 671 9 814 1S79 1625 19 2650 224 786 .1422
(ii)SBnds 0 0 0 0 0 0 0 0 0 0 1425

d. Oter onds 0 10 21 232 330 359 116 679 m S66 264
e. Other Prvatoe 55 331 8B 94 47 316 178 195 97 10 317

B. Private Non-Guarentccd LT 422 355 40 450 S 325 3U 175 240 214 317
C. Total LT Disbursements (A4) 2716 3557 3916 4370 52 705 7 49 136 5955 5846
0. INP Purchases 692 1966 1376 201 0 0 0 0 0 1642 1240
E. Ibt Short-TenM Cpitl 278 66 745 220 27 168 222 253 9t7 11 -1609
F. Total Dfsbursments (C4E) / 36 4212 607 4791 5695 7 80 9202 905 792 477

/a/: Exclude debt to the fSU and other mltary debt.
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Yebto A4.1 iC)
Itonl Debt ws'ys Prins6l ftopovuato

(US NIfttfw at Curent Priem)

.............................................................................................................................
1 121 9 2 /5195 /6 4/0 I581 9 868t 198/M8 1968 196/90 1990/91 1991/92

............................................................................... .................................................. 

A. Pubtic & Pubticty ur. LT "1 716 is 9" 1811 10 148 1i4 20W 2295

1. Offtelot Credto 55 60D 5"9 547 451 814 1106 972 1094 1205 143
a. NulttIatel 86 100 122 131 161 253 SOB 397 67T 409 7
a of WAch 46 72 or o 104 176 431 30 352 472 527
ab of lh1d IDA s0 2b 33 41 53 61 69 81 98 114 141
b. ofetaert 409 500 477 416 490 42 400 575 427 596 73

2. Private CredItors 86 114 225 239 295 967 496 696 56 82 89
S.3uiptler 31 33 36 30 47 120 98 96 96 113 82
b. Cwmrclet B 5r*s 42 156 1S 202 7 42S 316 355 412
C. RIISmRJ 0 0 0 0 0 0 0 0 0 0 0
d. Othr WBn 0 0 2 0 0 0 6 16 27 282 264
e. Othwr Private 13 17 31 31 46 69 99 161 125 132 121

B. Private Non4uera nteed LT 8S 219 261 305 363 40 239 28 322 318 278
C. Totat LT Rpayments (A4) 46 933 1015 1091 1309 291 169 1948 1982 2605 2573
0. INF Repurchos.o 40 0 70 134 264 48 1082 1210 1oo3 "8 440
E. Totat LT Rapw * INV Rapsw. /a 786 93 15 1225 1573 299 295 3158 29 3053 3033

.............................................................................................................................
:Eactud ?s debt to the MU and etho slt"tw debt.
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btoensl ,*t PAAw Fla
utm km llos wt fte
(onS 1U1.^ at Cw wa Priem)

......................................................... ._....................If1oa 11 "aim 193/0 "am,5 1aiem "mme iujnIowa i~mo wwc9i Iwim

A. PUMIC & PilvIcy SMr. LI 145 2m an 34 37 40 37 'Aft 46 54 334

t. Official reditors 1w7 1M 19t 15 1 1 a"0 am 155 2451 3
a. ultti lata 1121 1141 12 9 17 07 1741 2o 139 1618 2a
aO of MA,¢b 1011 336 19" 369 16 21e am 1411 104 747 M
b of I¢ 1b INA 74 10o5 1 7 5 3 a4n 7 469 4e1 817

b. Si lteral t t - 91 216 19 71 47 835 94

2. Privae cndItor 59 1156 134 19 20 3e no "So 3710 1201 21S
a. owliern n22 I 3 375 14 1a .9 .80 -93 -105 *9

b. COe¢eiol S. 155 154 340 445 551 ff 19 l16 s4 341 5
C. at Ut ltem 3 671 3 14 15 SM 12 250 2244 M 3

(1) Npoite 3S 671 9 01 157I 13 12 260 224 8 -1422
i)Sds 0onde 0 0 a 0 0 0 a 0 01 41

d.3thrSen 0 10 19t U2 hO W 110 4 T4 30 20

. Other Pr lae 42 314 se a I 217 ye 54 -3 -122 196

6. Privato U.n.0hrntood LT 337 13U 146 145 14 -5 9 -10 -6 .104 39

C. Total LT Not Flee CAe) 197 2 21B5 3 413 44 5O1 7601 6154 350 327S
0. Net I Credit 452 196 130 467 - -40 -10t2t -12 -100 1214 70
E. LT Net FltotoelF Not Fles (C40)I 20 529 02 356 412 46 57 4604 60 475 24

............................................................................................................................
/9/: Exluds debt to to u ard ethor litay debt.
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Tble A64.2 (a)
Low Cutmnto by Donor

(U8 miltions)

....................................................................................................................

1981j 1951/8 198/6 1984/85 1 /M6 19s6s 19/88 19688 1989/0 1990/91 1991/92
....................................................................................................................

Bf lateral Consortia 871 7h6 598 1225 717 89 2192 2109 1013 2663 1769
Austria 2 3 5 0 0 7 0 0 9 0 10
Bolgei 0 18 7 0 0 0 0 0 7 0 0
Canada 82 121 36 470 2 0 8 281 0 21 0
Domrk 0 20 21 22 0 24 0 0 16 0 0
Frwnce 166 96 11 0 1r7 41 129 185 222 952 48
Ior 299 84 179 229 330 Id 42 569 316 596 329
Italy 0 0 10 36 6 40 o 0 0 32 250
Jaa so 324 70 378 186 492 123 1002 383 1059 1067
therlands 85 a 6 33 46 4 29 132 45 51 0 40

Norway 0 0 0 0 12 0 0 0 0 0 0
Switerlatd 0 0 47 0 0 0 0 0 0 0 27
Unfited K ngdoam 0 0 0 0 0 0 35 27 0 0 17
tnited State 98 26 179 46 4 69 103 0 10 0 0

Nuttilaterat Cuwartiwa 252 2128 1107 2651 2882 2M 39 3296 3578 2506 3716
33R 55 740 500 172 1928 1493 2478 2075 2126 1243 1482
IDA 1948 1388 572 929 958 296 1026 570 860 943 1379
ADS 0 0 0 0 0 250 378 611 509 320 917
EEC 3 0 0 0 0 0 0 0 0 0 0
IFAD 18 0 35 0 0 0 12 0 17 0 20
Nordlc Investmnt nak 0 0 0 0 0 0 30 40 6 0 0
Ohr 0 0 0 0 0 0 0 0 0 0 0

Total Consortlim 3395 288 1705 375 3596 29 6116 540S 4592 5168 5587

- laterat Non-Consortium 353 8 148 17 5s 7 m 408 204 3000 5 0
Eastern Europ 248 0 68 17 517 m 37o 170 2592 0 0

ofwiich formclUSSR 248 0 67 17 517 m 370 17O 2392 0 0
ulf Coutntries 105 89 8O 0 71 0 38 25 0 0 0

other countres 0 0 0 0 0 0 0 10 408 S 0

Nutttlateral NanConrtium 50 0 23 0 0 7 a 10 0 7 0
O Spacilf fund 50 0 23 0 0 7 8 10 0 7 0

Total Nan-Cosortium 403 89 170 1T 5s 7 M 416 214 3000 12 0

TOTAL OFFICIAL LOAS 3795 292 1675 3892 4186 3661 6532 S619 7592 5180 5587

p..................................................................................................................S
$m" The wortd O#lnkws Debt Rewtonsn SPt8t1 (Mlt).
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Table A4.2 (b)
Loan Disbursemmnts by Donor

(USS millions)

....................................................................................................................

1980/81 1981/82 1983/86 1984/85 198S/86 1986/87 19871/8 1988/89 1989/90 1990/9t 1991/92

Bilaterat Consortium 608 443 416 484 480 844 1249 93s 1391 1273 1607
Austria 3 4 2 2 3 1 0 0 4 II 3
Belgium 6 7 6 5 2 5 S 1 1 0 1
Canada 26 29 29 138 32 29 11 31 61 9 72
Dermsek 4 7 11 14 9 13 16 7 10 5 9
France 71 19 18 5S 87 134 125 46 a8 90 78
Germany 206 143 125 150 138 225 219 260 SS6 392 443
Italy 0 0 0 7 10 25 71 29 63 6 27
Japen 75 29 157 50 110 296 649 399 483 570 89"
Netherlands 93 97 16 35 34 44 59 81 SO 32 10
Swftzerland 0 0 0 0 3 4 3 3 11 10 9
United Kirndm 2 0 0 0 0 0 11 11 1S 14 27
United States 122 107 52 28 51 68 79 68 S0 48 29

Multilatertal Consortium 859 1221 1359 1139 1400 1308 2250 2605 2101 2221 2764
IR0 174 421 471 291 328 641 1295 1716 1445 1219 1231
IDA 652 786 874 823 1047 656 917 755 566 762 953
ADS 0 0 0 0 0 0 12 78 64 212 S62
EEC 24 0 0 0 0 0 0 0 0 0 0
IFAD 9 14 11 25 24 10 16 20 11 18 4
Nordic Investment Bank 0 0 3 1 1 0 10 35 15 10 13
Other 0 0 0 0 0 0 0 0 0 0 0

Total Consortium 1467 1664 17M 1624 1881 2152 3499 3541 3493 3494 4370

Bilateral Nan-Consortiuw 48 23 152 150 139 S5 80 67 123 156 72
Eastern Europe 18 5 35 79 95 31 71 60 43 45 13
of whlch formr USSR 18 5 34 79 95 31 71 52 29 35 13
Gulf Countries 31 18 20 70 44 24 9 5 27 18 12
Other Countries 0 0 98 0 0 0 0 2 53 94 47

Nulttlateral Non-Consortiun 4 10 6 S 4 6 19 20 4 6 7
OPEC Special Fund 4 10 6 5 4 6 19 20 4 6 7

Total Mon-consortium 53 33 159 155 143 61 98 87 127 162 79

TOTAL OFFICIAL LOANS 1519 1697 1933 1778 2023 2214 3598 3627 3619 3656 44SO

...................................................................................................................
sow-co: The world Bsnk s Debt Reporting System (DRS).
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Table A4.2 (a)
Principal Repa*mante by Donor

(USS Mltlote)

.... ............... ,................. _...... ....................

1960/81 1981/62 I6/84 1984/0 1 1 8I ? 197/8 198689 1969/90 1990/91 199192

Bloeterel Csortiuw 392 357 302 293 336 414 475 490 557 517 591
AustrIa 2 1 1 1 2 2 2 2 2 3 3
ktglhu 1 1 1 2 2 3 3 3 4 5 5
Canuda 12 13 1S 10 8 8 9 10 13 15 20
Dauozrk 2 1 1 1 1 2 2 1 2 2
fraise 29 22 15 12 1s 16 29 31 31 3? 39
careru2 102 61 46 42 49 Oa 10? 110 173 132 154
Italy 4 3 2 1 1 2 2 3 2 3 6
Japan 60 S1 48 53 s9 109 99 104 104 102 129

etbhertands 9 9 10 12 14 22 30 34 35 41 41
Shdtzeatnd 2 1 1 1 2 2 3 2 2 3 3
United Kirgdoi 67 64 53 45 47 49 55 54 47 51 46
United States 102 110 109 114 139 117 133 135 143 124 124

Nulttiateral Consortium 86 65 120 129 158 236 499 3864 456 598 692
1RD 71 66 87 a7 104 174 430 303 352 472 527
IDA 15 20 33 41 53 61 69 81 98 114 141
ADB 0 0 0 0 0 0 0 0 5 8 19
EEC 0 0 0 0 0 0 0 0 0 0 0
IfAD 0 0 0 0 0 0 0 0 1 3 3
Uordfl Irnwse ntBank 0 0 0 0 1 1 1 1 1 1 1

Total CsortIum 479 443 422 422 496 650 974 674 1012 1115 1283

ofltateral nCnsortIum 106 132 175 123 152 187 125 a5 71 79 142
Eastern Eurep 24 21 12 11 42 19 16 17 12 13 14
of Mhch forrUllSS 15 13 6 6 39 16 14 15 11 13 14

Gulf Countries 82 110 159 99 96 101 103 63 53 59 126
Otht Coru tries 0 0 4 13 13 67 6 6 6 6 2

NultIlaterl en-Casortlum 0 1 2 3 4 7 9 13 11 11 11

Tout lonM-Coortlus 106 132 177 126 156 194 134 98 82 69 153

TOTAL OFFICIAL LOANS 565 575 S99 548 652 844 1108 973 1094 1205 146

.......... .................. . .... ....................................................................................
SoMN: The Uerld Bw*k' Debt opwting sySto (mR).
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Table 4.2 (d)
Interest P8)t wb Dby r

(US1 II llItenam

190/S I91/2 198/ 1984/A 19i5/ 1988W 1 n198/9 1M9890 199 1991/92
........... ............. .................... ........................................ ................................................................

Bilaterol Cnsortlui 206 194 t7 169 213 27 290 319 354 400 420
Austrf0 I 1 1 1 1 1 I I I I I
Selgtoi 1 I 0 0 0 1 1 1 I I 1
Canada 2 1 0 28 as 20 23 24 38 29
Defturk 0 0 0 0 0 0 0 0 0 0 o
France 16 14 9 a t1 20 30 33 36 41 3
Geraman 43 34 30 26 35 48 63 58 86 9 9
Itaty I I 1 0 0 1 1 2 3 4 4
jamen 44 42 41 42 47 67 Si 108 108 123 156
Nethertands 13 13 13 12 13 17 20 20 21 22 21
Suf t.rland 1 1 I 1 I I I 1 1 1 a
tnf ted Kfrgdom II 4 3 2 2 1 2 3 4 5
United States 72 9 78 76 73 72 71 71 72 67 67

Nuttfltterat Cnertortius 101 111 217 239 281 380 479 580 436 76 799
SWRD 66 71 18 169 209 295 376 474 529 615 667
IDA 35 40 50 68 1 91 90 98 90 97 101
ADO 0 0 0 0 0 0 1 3 12 16 44
EEC 0 0 0 0 0 0 0 0 0 0 0
IFAD 0 0 1 1 1 1 1 2 2 2 2
Nordic InvestmnS* 0 0 0 0 0 0 0 3 5 6 6
Other 0 0 0 0 a 0 0 0 0 0 0

Total Certium 307 305 394 40? 495 45 6 899 99 1136 1219

8ltatwetl ConsC rttiu 39 39 36 32 55 35 26 23 93 41 45
Eastem Europ 4 4 4 5 27 10 7 8 6 7 9

oftheh formarUSSR 3 3 3 4 27 10 7 8 5 6 6
Oulf Caotries 35 35 21 17 16 18 16 14 86 20 31
Oftr Countries 0 0 11 10 10 8 2 2 1 14 7

Nulttlaterlt eon-Consortfum 0 0 1 1 1 1 1 1 1 1 1
OPEC Spwfatl Fd 0 0 1 1 1 1 1 1 1 1 1

Totatl n-Consortim 39 39 36 33 56 36 26 24 94 42 46

TOTAL OFFICIAL LONS 34 344 430 440 550 681 79 923 1087 1179 1265

..................................................................
Swoo:e The Wwtld Bwnks Debt Reporting spste (DUC).
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table A4.2 (e)
Debt Outstandine wd Disbursed by Donor

(USS miDlltas)
......................................................................................................................

a 1980/81 1961/82 1983/84 ¶984/83 I9/86 196618? 196/88 1988/89 198/90 1990/91 1991/92
, ............................................................................

Bilateral Consortiu 8851 8123 8S 756 9038 18W 12579 12173 1302? 14036 15S15
Austria 30 29 30 26 36 45 47 39 45 52 55
Bete1iw 84 69 66 60 79 103 113 97 107 101 102
Cwena 470 469 483 575 566 649 688 732 m 879 911
Derrk 29 29 54 60 85 122 145 131 158 156 165
Franme 35S 278 210 220 375 573 711 640 781 811 887
Gorma 17m 1603 1652 1487 2089 2843 3208 2956 3689 3881 4336
Italy 20 13 7 11 21 4S 114 137 205 207 232
Japn 1200 1008 1292 1148 1673 2264 3226 3349 3157 396? 4964
Notherlands 544 557 537 473 653 862 974 895 1017 995 1009
Sitzerland 21 20 16 12 18 24 27 23 36 43 43
United Kindsm 1040 766 518 402 429 411 434 349 307 290 251
United States 3284 3281 3168 3082 2994 2945 2891 2824 2731 2655 2560

Nultilateral coasortium 6030 7163 9709 10369 12307 14176 16485 17951 19561 21687 23898
IZRO 827 1181 1779 1688 2396 3475 4661 S590 6615 7685 8459
IDA 5142 5906 7820 8545 9750 10529 11615 12019 12521 13312 14203
ADB 0 0 0 0 0 0 12 90 149 369 899
fEEC 53 53 53 53 53 53 53 53 52 52 52
IFAD 9 23 48 ?3 98 108 124 144 155 190 195
NordioInvestmnt ank 0 0 3 4 5 6 16 49 64 73 85
other 0 0 6 6 6 6 6 6 6 6 6

Total Consortium 14881 15286 1?742 17925 21344 25063 29064 30124 32588 35723 39413

3ltateral Man-Consortium 1395 1276 1152 1167 1164 1045 1000 793 845 915 837
Eastern Europe 155 133 154 220 273 285 340 209 238 267 259
of fhich formr USSR 106 98 134 207 263 279 335 199 217 240 239

GeIf Countries 1240 1143 881 845 800 735 641 570 541 499 384
other Comtries 0 0 117 101 90 24 19 1S 66 1SO 194

NultlLateral Non-Consortfum 40 SO 92 93 93 92 103 110 103 97 94
OPEC Special Frmd 40 50 92 93 93 92 103 110 103 97 94

Total Non-Consortiai 1435 1326 1244 1260 1257 1137 1103 903 948 1013 931

TOTAL OFFICIAL LOANS 16316 16611 189I6 19185 22601 26200 30167 31027 33536 36735 40344

Soureet The world 8ank's Debt Reporting System (DRS).
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Table A4.2 (f)
Grant Csmltmants. by Donors

(US alttion)
........................... ............ .............................................................................................

80/81 82/83 83/84 84/Va 85/86 86/87 87/88 68/89 89/90 90/91 91/92

Bilateral Consortiun 349.2 566.8 434.0 451.4 401.7 423.7 778.7 408.1 486.0 424.5 S22.60
Austra * - - - - - -

Betg§- 0.5 - - - - - --

Cancda 8.7 12.0 54.1 1.5 30.2 330.8 2.5 48.7 n.a.
DemarktfD 19.6 1S.9 14.5 15.7 11.2 22.4 25.3 18.2 39.6 32. 43.30
France - 4.2 11.8 31.1 0.2
Gecnr * * 2.7 * 0.9 2.9 2.7 6.3
Italycal - 0.4 0.2 16.5 1.0 1.9 - -
Japan 23.2 14.7 10.2 11.6 12.8 25.2 36.1 23.6 21.7 25.6 23.90
Netherlands Wa2 28.7 50.2 29.8 36.8 40.9 n.a. n.s. n.a. n.a. n.a. n.e.
morwayia) 22.5 19.7 19.8 19.1 22.3 24.1 23.5 24.0 23.7 22.4 16.20
Swedentb3 71.9 50.7 43.5 39.6 43.0 55.4 62.0 59.8 60.4 68.5 66.70
Switzerlandtaj 4.7 5.2 22.1 19.9 15.0 20.9 26.8 26.4 19.1 29.4 24.70
United Kingdom 39.1 263.1 102.1 170.7 138.9 128.4 167.0 88.3 129.4 129.4 188.00
United states lc] 130.4 114.9 135.0 120.0 116.7 115.3 102.1 150.9 109.6 109.8 159.80

Multilateral Consortium 190.8 227.3 236.5 201.5 172.0 228.0 150.8 179.8 133.1 95.5
fECIa 87.4 116.9 120.1 100.0 64.0 101.0 150.8 179.8 133.1 95.S
uNlel 103.4 110.4 116.4 101.5 108.0 127.0 n.a. n.a. n.s. n.u.
IFAD-

TOTAL COUSORTIUN 540.0 774.2 670.S 652.9 573.7 651.7 929.5 587.9 619.1 S20.0

Others 5.7 . . .

GRAND TOTAL 545.7 774.2 670.S 652.9 573.7 651.7 929.5 587.9 619.1 520.0
. _... .......... .............. ..................... ...................................... _...........................................................................

NOTE: The totals for consortium bi1ateral and multitateral grant aid are uaderestimated due to
non-wailability of data In sao cases.

(a] Relates to calendar years; e.s. the figures for 1980/81 relate to calendar year 1980 and so on.
[bI Relates to the year July-June; e.g. the figures for 1960/81 relate to period July 1980-June 1981

and so on.
tcl Includes Pf 480 Title it food aid commitments and other bilateral assistance adjusted to

Indian ffscal year.

Sources: 1. Eubmissies and Offices of Consortium Donors in Uma Delhi.
2. 'External Assistance," Ministry of Finance. Oeprteent of Economic Affairs - for four

donors viz. Austria. Belgium, Germany and Italy.
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Teble A6.2 (g)
Grant Dfbwaemaantes by Downos

cUSm Million)
........ .............. ........................................... ............................................................ _......................................................

80/BI 62am 83/84 84/85 85/a8 86/87 or/as 88/69 69/90 90/91 91/92
............................................................................................................................

Bilateral Consortium 639.0 462.T 410.3 386.7 416.7 475.6 528.9 5476. 611.8 520.6 545.2
Austria *
Selgim. . . . . . . . . .

Conado 3.3 10.; 14.1 1S.8 12.3 32.0 5T.2 41.8 28.8 n.a.
DenmrkIa) 19.6 15.9 14.S 15.7 11.2 22.4 25.3 18.2 39.6 32.8
Framne * * * 4.1 30.5 S.4

Gerasny 7.8 1.9 0.1 O.3 1.4 0.4 0.6 0.6 0.6
Italytga 0.4 0.2 4.2 5.9 5.0
Jopeim Ee 23.2 14.7 10.2 11.6 12.8 25.2 36.1 23.4 21.7 25.6 15.6
Netherlandst 3 28.7 50.2 29.8 36.8 40.9 "6.0 49.6 58.3 60.7 59.0 67.5
NerbmyCW 22.4 20.9 20.4 19.9 23.0 24.3 30.4 2r.8 24.9 26.7
Suodanttb 64.9 56.9 53.1 35.1 43.0 55.4 S2.9 62.1 131.8 61.9 56.5
SuitzerlandCal 17.1 13.3 20.2 17.4 13.6 11.5 19.8 20.6 14.0 8.2 22.8
United Kingdoms 327.2 184.9 137.9 133.8 172.5 176.6 173.5 150.0 155.9 182.9 216.8
United States Ed 124.9 92.9 109.7 94.1 60.1 77.5 83.? 140.5 103.3 117.6 16.0

Muttitaterol Consortlum 190.8 227.3 236.5 201.3 172.0 22B.0 267.8 3SS.2 292.1 316.2
EC e to t[) 87.4 116.9 120.1 100.0 64.0 101.0 1SO.8 179.8 133.1 95.S

ItUCI 103.4 110.4 116.4 101.5 108.0 127.0 117.0 175.4 159.0 220.7
IFAD . . . . . . .

TOTAL CONSORTIUN 829.8 690.0 646.7 588.2 S18.7 70.8 796.7 902.7 903.9 837.0

others 5.7

GRAND TOTAL O35.5 690.0 646.7 5Q8.2 588.7 703.8 796.7 902.7 903.9 837.0

now item
NOP Total f) 643.0 3S9.0 367.0 453.0 359.0 403 ' 410.0 406.0 S00.0 476.0 451.0

.... ....................... ........................................................ ............. ..............................

N:OT: The totals for consortium grant aid are und,reatisted dau to non-aealability of date in sas cases.

[a] Relates to calendar ysrs; e.g. thG figures for 1960/81 rolato to calender year 1980 and so on.
Cbi Relates to the year July-Ju.; e.g. te figures for 1980/81 rolate to period July I980-June 1981 and so on.
Eel Onty ecomItlunts data available but the entire comaitted grants were disbursed In camitted fiscal year or nnxt.
tdl Data for 1980/81 through 19/87 represnts only Pn 48 Titto It Food aid grants - value of comadftles actually arrived

plus ocean freight. Dovlont assistance disbursemu date is not radily anilable ftor this perfod.
Date beyond 1987/88 includes both food aid ad other bilate! assistance (adjusted to Indian fiscal year.)

te] Only r tm nts data wailtble. Asasud to ha bn disbursd in the sa fiscal year.
tf Official Grant Aid as covered in th batlan_ of pyamnts emount.

surces: 1. Ebssies ond offices of Conortius daners in No Delhi.
2. -External Assistano*,a Ninistry of finee, Deportment of Econemfc Affairs - for four donors viz. Austria,

Bolgium, Genan and Itaty.



- 153 -

Table A4.3
EXTERML REISUS
(Us S mitlien)

...........................................................................................................

Resorve Rserves Reserves
Foreign Positfon excludinr includfrg Use of net
Exchange SDRs in the Fund Getd Gold te GCold tNF Credit Rewrve

...........................................................................................................

1950/51 Cal 1809 109 24? 20 72 1964
1955/S6 Ibl 1620 15 1635 24? 18ea 1082
1960/61 391 - 391 247 63B 63 575
19666 383 - - 383 243 626 215 411
19168/69 526 - S2A 243 769 340 429

1970/71 S84 149 76 s09 243 1052 - 1052
19717 661 269 83 1013 26 1277 - 127
1972/73 629 297 02 1018 2 1311 1311
1973/74 736 296 92 1124 29 1417 75 1343
1974/75 782 293 1075 303 1378 620 758

1975/76 1657 234 1891 281 2172 80? 1365
1976/77 3240 217 34S5 290 3747 471 3276
1977/78 S305 200 - 5505 318 5s 15S 5668
1978/7 6421 470 6980 37 7357 7*T
1979/80 6324 662 rt8 M4 375 7s 7*79

1980/81 5850 603 405 685 370 7228 327 6901
1981/82 3s52 473 405 4460 33S 495 964 3831
1a92/83 4281 291 393 496s 324 S289 2676 2413
1983/84 5099 230 S18 s57 320 6167 '41W0 2a1r
1984/85 5482 145 463 6110 325 6435 3932 2503
1985/86 5972 131 S54 65S 416 703 4290 2783

1986/87 s54 19 626 6729 470 7199 4291 290
198/Ue 5618 r 676 639 507 69 365 3246
1989 4226 103 630 4959 473 542 2364 SW
1989/90 3368 107 634 4109 48 4596 1493 3102
1990/91 2236 102 - 2338 2842 2623 219
1991/92 S631 90 1 s52 542 6264 3451 2812
1992/93 634 18 297 6749 557 TM6 4799 2507

End of the month
1990

arch 3368 107 634 4109 487 4396 1493 3102
June 3072 118 645 385 495 4330 1374 2956
Septenhr 2515 478 299 521 3514 1242 2272

oecceber 1205 316 1521 532 2053 1138 91S

1991
March 2236 102 - 2338 50 2842 2623 219
June 1124 63 1187 492 1679 2457 -m
Septaher 1722 184 - 1906 512 2418 3294 -876
Decear 3580 46 3627 565 4192 3471 721

1992
March 361 90 1 57 542 6264 34s51 2812
Jure 6221 115 1 6336 s5 6901 3522 3379
Septe_ier 5m 34 1 5812 52 6394 4183 2211
Decemer 5461 4 292 5757 54 6305 4483 1822

1993
March 644 18 297 6749 55s 736 4799 2507

...........................................................................................................

Note: 1 P Credft refers to Use of IPf credit within the Geneal Resource Accet (ORA) excluding Trust FuW,
Structural Adjustmnt Facitity (SAF) and Enhanced Structural AdJustment Facility (ESAF) lam.

0l2 At the end of 1950.
1lb At the end of 19S.
(el Valued at 35 SOD's per fine troy oimee.
Source: INF, International Ffnncial Statistics, various issues.
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Table AS.1 (a)
Indicators of f1scat Deficit

(Rs.Sillion at current prices)

1980/81 1964/65 196s/6 1986/87 1987/88 19a8/69 1989/90 1990/91 19D1/92 1992/93
Estimate

............................. ........ .. ........ ........ ........ ........ ........ .................... ........... .........................................

Public Sector CCSO) tal

Gross InvesOt 117.68 249.1r 290.64 336.79 333.6a 394.28 461.67 557.21 579.49
Gross Saving *6.21 64.S 83.71 7B.97 70.25 79.83 70.54 55.92 101.76
met Fscal Deficit lb) 71.47 164.60 206.93 257.82 263.38 314.45 391.13 501.29 477.3

Putlic Sector (Con-Financitl)

Gross Investment 116.56 246.27 287.36 331.76 323.84 379.40 444.60 537.96 559.49
Gross loving 37.91 44.43 56.89 48.96 37.52 39.80 15.15 -3.72 31.76
Net Fiscal Oef1cit 78.65 201.84 230.47 282.80 286.32 339.60 429.45 541.68 527.73

Public Enterprises Cc)
..................

Gross Investment 53.82 133.54 155.20 188.78 174.57 199.59 259.61 327.64 318.40
Gross Saving 9.87 40.26 U.44 58.02 70.59 92.09 103.25 120.20 126.76
Net Fiscal Deficit 43.95 93.28 107.76 130.76 103.98 107.50 156.36 207.44 191.64

Generat Government tda
..................

Gross Investment 62.74 112.73 132.16 142.98 149.27 179.81 184.99 210.32 241.09
Gross Saving 28.04 4.17 9.45 -9.06 -33.07 -52.29 -88.10 -123.92 -95.00
Net Fiscal Deficit 34.70 108.56 122.71 1S2.04 182.34 232.10 273.09 334.24 336.09

State Goverrfhnt te)
................

Gross Inve toant 43.67 71.50 86.58 83.93 89.66 109.25 103.62 124.30 145.89
Gross Saving 28.00 13.80 23.86 19.45 9.86 4.93 -13.68 -18.91 *12.12
eto Fiscal Deficit 15.66 57.70 62.72 64.48 79.80 104.32 117.30 143.21 158.01

Cntratl Government
..................

Gross Investment 19.08 41.23 45.58 59.05 59.61 70.56 81.37 86.02 95.20 117.88
Gross Saving 0.04 -9.63 *14.41 -28.51 *42.93 -57.22 -74.4' -105.01 -82.89 -40.40
e,: Ffscal Deficit 19.04 50.86 59.99 87.56 102.54 127.78 155.79 191.03 178.08 158.27

other Capital Expenditure tft 68.31 123.30 1S8.6 175.86 167.91 181.44 223.51 255.47 185.17 20.95
Gross fiscal Deficit (GOD) Ce 87.35 174.16 218.65 263.42 270.45 309.22 379.30 446.50 363.25 367.22
=CC & other adjustments .. 8.50 14.70 23.90 14.10 12.90 -25.00 -12.50 -11.00 6.32

Adjusted Gross Deficit (IM) 87.35 165.66 203.95 239.52 256.35 296.32 404.30 459.00 374.25 360.90

Cal National Accounts definition of "pubifc sector" includes the pubifc banking end financlal sector.
tt4 Net fiscal dbeicit refers to the national accounts concept of the investment-savings gap.
Cc) Non-departental nonr-finencial enteprises only.
1cO Consolidatod central and state goverment, based en national accounts statistics.
Ce) Derived residually from national accounts statistics and the economic classification of the central budget.
Cf) including equdty investment in plus lending and capitat transfers to, private and other public entIties.
tEg Gross fiscal deficit ropresents total borrowing requirement, or increase in liabilities.

Sources

1. CSo, Natonal Accounts Statistics.
2. Ninistry of Finance, EconoIc 8 Functional Classification of the Central Governsent Budget.
3. Reserve Sank of Inda, Finances of State Goverrents.
4. Uorld gank staff estimates.
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Table AIS.1 b)
Indicators of Flcasl Defieit

(Percent of SPap)
.... .... .................. ..................................... ........................ .................................................................................

1980/81 1984/85 1983/86 1986/87 1987/88 19S86/9 1989/90 1990/91 1991/92 1992/93
Eat mate

...........................................................................................................................

Public Sector tCSO) tal
..................

Gross Investmnt 8.65 10.77 11.08 11.50 10.01 9.94 10.17 10.50 9.52
Gross Saving 3.40 2.79 3.19 2.70 2.11 2.01 1.SS 1.05 1.67
Net Fisecal Deficit 0bi 5.25 7.98 7.89 8.80 7.90 7.93 8.62 9.44 7.85

Pubtlc Sector (Mon-Financiel)
.....................

Gross Investment 8.s5 10.65 10.96 11.32 9.72 9.57 9.79 10.13 9.19
Gross Saving 2.79 1.92 2.17 1.67 1.13 1.00 0.33 -0.07 0.52
Met fiscal Deficit S.78 8.72 8.79 9.6o 8.59 8.56 9.46 10.20 8.67

tlic Enterprises Cc]
..................

Gross Investmnt 3.96 S.77 S.92 6.44 S.24 5.03 s.72 6.17 5.23
Gross Saving 0.73 .74 1.81 1.98 2.12 2.32 2.27 2.26 2.08
Net Fiscal Defitet 3.23 4.03 4.11 4.6 3.12 2.71 3.44 3.91 3.15

General Goverinmnt (dC
..................

Gross Investment 4.61 4.87 S.04 4.88 4.48 4.53 4.07 3.96 3.96
Gross Saving 2.06 0.18 0.36 -0.31 -0.99 -1.32 -1.94 -2.33 -1.56
Met Fiscal Deficit 2.55 4.69 4.68 5.19 5.47 5.85 6.02 6.30 5.52

State Govermant Cel

Gross Irnestment 3.21 3.09 3.30 2.87 2.69 2.75 2.28 2.34 2.40
Gross Saving 2.06 0.60 0.91 0.66 0.30 0.12 -0.30 -0.36 -0.20
Met Fiscal Deficit 1.1S 2.49 2.39 2.20 2.39 2.63 2.58 2.70 2.60

Central Governent
..................

Gross Investment 1.40 1.78 1.74 2.02 1.79 1.78 1.79 1.62 1.S6 1.70
Gross Saving 0.00 -0.42 -0.55 -0.97 -1.29 -1.44 -1.64 -1.98 -1.36 -0.58
Net fiscal Deficit 1.40 2.20 2.29 2.99 3.08 3.22 3.43 3.60 2.93 2.28
other Capital Expenditure If) 5.02 S.33 6.05 6.00 5.04 4.57 4.92 4.81 3.04 3.01
Gross Fiscel Deficit (GOI) Ig 6.42 7.53 8.34 8.99 8.12 7.80 8.35 8.41 5.97 5.30
OCC S other adjustments 0.00 0.37 O.S6 0.82 0.42 0.33 -0.55 -0.24 -0.18 0.09
Adjusted Gross Deficit (IMF) 6.42 7.16 7.78 8.18 7.69 7.47 8.91 8.65 6.1S 5.20
...........................................................................................................................

(al National Accounts definition of "pubice sector" includes the public banking and financial sector.
(bI Met fiscal deficit refers to the national accounts concept of the investment-savings gap.
Cc) Mion-departmental non-fineaiatl enterprises only.
Cld Consolidated central and state goverruent, besed en national accounts statfstics.
(el Derived residually from national accomts statistics and the econaomc classification of the central bus0et.
tff Including equity investmnt In, plus lendine an capital transfers to, private and other public entities.
to Gross fiscal deficit represents total borrowing requirement, or increase in liabilities.

Soureas

1. CSo, Uational Accounts Statisties.
2. Ministry of finae, Economic S Functional Classification of the Central Govewnrint Budget.
3. eserve lark of India, Finces of State Goverwwnts.
4. World Sank staff estimates.

0
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Table AS.2
Ecoanmic Clessificatien of Public Sector (Mon-Financial) /a/

(Rs. Billion at current prceas)

1980/81 t983/84 1984/8S 198I/86 1986/7 1987/88 1988/89 1989/90 1990/91 1991/92

Current Incom 270.54 441.12 S10.32 616.28 730.9S 828.71 979.23 1118.92 1259.30 1458.58
Oirect Taxes 33.34 41.16 45.70 55.61 S9.64 66.67 90.57 100.73 117.31 155.59
Indirect Taxes 167.46 264.71 306.40 369.87 427.14 498.47 574.30 668.75 759.25 866.50
Factor Iace S7.59 123.29 144.13 177.64 220.53 241.30 292.14 324.46 356.94 403.65
Interest Receipts 7.02 4.80 2.99 -1.61 9.71 8.1S 3.70 4.14 2.66 3.44
Dividend (RB!) 2.10 2.10 2.10 2.10 2.10 2.10 2.10 2.10 2.10 3.S0
Niscellaneous Receipts 3.03 S.06 9.00 12.67 11.83 12.02 16.42 18.74 21.04 25.90

Current Expenditure 232.63 392.U 465.89 559.39 681.99 791.19 939.43 1103.77 1263.02 1426.82
Conswiuption 130.81 211.41 243.S2 291.74 346.25 408.43 473.47 543.19 615.37 695.47
Subsidies 31.60 56.0S 78.30 85.43 97.95 114.97 139.S3 178.43 177.20 198.66
Interest Payments 31.34 65.00 84.27 106.90 131.21 162.56 200.56 247.49 295.64 382.65

on External Debt 2.83 s.72 6.70 9.03 13.55 16.86 21.69 28.34 34.87 51.40
en Domestfc Debt 28.50 s9.28 77.s8 97.87 117.66 145.70 178.88 219.15 260.76 331.25

Net Current Trarsfers 38.86 59.99 59.80 75.32 1O6.58 105.23 125.87 134.66 174.81 150.04
OTI EXP INT COX

Gross Saving 37.91 48.68 64.43 S6.89 48.96 37.s2 39.80 15.15 -3.72 31.76

Gross Investment 116.S6 201.74 246.27 287.36 331.76 323.84 379.40 444.60 S37.96 S59.49

Investment-Saving GAP 78.65 1S3.06 201.84 230.47 282.80 286.32 339.60 429.45 S41.68 527.73

Other Capftal ExpendIture 30.85 21.06 44.52 16.11 65.79 49.40 56.41 72.83 69.36 10.14
Increase n Bank Balance 0.57 5.73 8.83 3.42 15.61 -0.07 18.93 10.00 10.00 -S.00
Foreign Grants -4.36 -3.26 -4.75 -4.85 -4.36 *4.92 -6.00 -7.54 -5.86 -9.75
Lending to External Sector 6.41 7.10 4.29 S.91 15.23 10.83 8.43 16.40 4.07 0.74
Other (to Private Sector) 28.23 11.49 36.15 11.63 39.31 43.56 35.05 53.97 61.1S 24.15

CROSS DEFICIT 109.S0 174.12 24.36 24.58 348.59 335.72 396.01 502.28 611.04 s37.87

Financed by:
R.B.I. 40.38 39.87 75.40 43.28 76.07 64.02 69.27 140.69 151.65 51.68
Cowercial Banks 28.78 31.92 40.79 48.25 73.43 50.27 71.31 47.10 88.77 139.33
Private Sector 25.06 84.76 100.09 130.10 161.24 179.49 205.52 2s4.28 329.52 290.90
External Loan 15.28 17.S7 30.08 24.92 37.85 41.94 49.91 60.20 41.10 55.96

..... ....... ,_............................ ............................................. .. .. ,___...... ..... ........ ...............

MM ITEMS:
Gross Deficit / CRPmp CZ) 8.05 8.39 10.6S 9.40 11.90 10.08 9.99 11.06 11.51 8.84
Public Debt / CDPap CX) 56.90 60.76 66.44 69.09 75.40 77.21 76.93 79.75 82.41 85.90

End-Year Debt Stock m.89 1261.37 1537.15 1811.72 2208.92 2S72.59 3050.83 3620.58 4375.07 5228.67
Debt to Res 164.43 268.10 343.S0 386.78 462.8S 526.87 596.14 736.83 888.48 940.16
Debt to Cemuercial Banks 1S4.87 249.25 290.04 338.29 411.72 461.99 533.30 580.40 669.17 808.50
Debt to Private Sector 327.29 533.87 633.96 764.07 92S.31 1104.80 1310.32 1564.60 1894.12 2185.02
Debt to External Sector 127.31 210.15 269.65 322.59 409.08 478.93 611.07 738.75 923.30 1294.99

...................... ............................................ __.. _....... ___..........__. .__ . ..................... __.......

/a/ Consolfdation of central and state goverrnmnts and non-financial public enterprises.

Sources: 1. Ministry of Finance Economfc & Functfonal Classification of the Central Govt Buget.
2. CSO Natfonal Account Statistics.
3. Reserve Bank of Inda. Finamces of State Goverrmnts.
4. iLortd Sank staff estimates.
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Table AS.3
Economic Classification of Central Govt Firnanes

CRs.SilIion at current prices)

1980/81 1984/85 1985/86 1986/87 1987/86 1988/89 1989/90 19"0/91 1991/92 1992/
D.E.

. .......... ..... .. ........... ............. ........ ........ ............ ........... ........ ............ . .. ....... . ........... ........ ........... _.. . .......

Current Incoem 120.89 234.04 261.16 330.55 376.38 444.40 512.19 569.92 691.17 789.95
Direct Taxes 19.72 35.46 37.55 40.64 41.S7 60.75 60.81 69.09 98.95 112.85
Indirect Taxes 73.75 141.07 173.86 202.55 238.57 276.76 322.68 360.70 401.12 451.72
Enterprise B Proprty Income 22.95 49.07 58.23 74.93 83.38 93.77 113.08 125.12 1U3.26 206.65

Factor Inoeo 4.00 10.40 15.2V 25.72 28.22 29.91 33.72 44.89 56.31 68.75
Dividend 2.92 4.07 5.15 5.06 6.05 4.75 7.15 19.32 10.49 26.22
Interest receIved 16.03 34.60 37.80 44.13 49.11 59.12 72.21 60.91 96.46 111.69

Niseeltaneous Receipts 4.47 8.4S 11.53 12.43 12.85 13.13 15.62 15.01 27.4 18.74

Current ExpendIture 120.86 243.67 295.57 359.07 419.31 501.62 586.61 674.93 774.05 030.35

Consmuption 51.74 94.2° 112.10 146.64 165.51 187.64 207.04 223.59 247.31 271.30
Compmnsatfen of eployqees 24.58 44.83 50.94 64.36 74.96 84-68 90.82 99.70 112.25 125.22
Purchase of Goods & Serves. 27.16 49.46 61.16 82.28 90.55 103.35 117.02 123.89 135.06 16.08

Interest Payments 22.53 56.46 70.90 86.48 107.02 133.47 165.25 199.49 256.82 206.46
en External Debt 2.50 4.60 5.38 7.66 9.77 12.42 14.84 18.09 30.00 40.94
on Domestic Debt 20.03 51.86 65.52 78.82 97.25 121.05 150.41 181.40 226.82 255.S2

Grants 24.21 42.24 55.40 62.22 73.62 86.23 86.43 110.90 130.01 133.13
Grwnts to State Govts 18.09 28.64 39.22 42.05 49.62 58.31 57.25 76.64 91.02 92.39
Grants to Others 6.11 13.60 16.18 20.17 24.00 27.91 29.18 34.26 38.99 40.73

Subsidies 19.12 44.84 50.70 55.42 59.76 78.59 108.62 107.28 103.63 89.10
Pens0ins 2.67 4.95 5.26 6.35 11.57 13.76 15.99 16.50 18.88 21.98
Other Current Transfers 0.59 0.89 1.21 1.96 1.82 1.94 2.48 17.16 17.40 18.38

Gross Saving 0.04 -9.63 *14.41 -28.51 -42.93 *57.22 -74.42 -105.01 -82.89 -40.40

Gross Inves nt 19.08 41.23 45.58 59.05 59.61 70.56 81.37 86.02 95.20 117.88

Investmnt-Savfng GAP 19.04 50.86 59.99 87.56 102.54 127.78 155.79 191.03 178.08 158.27

Other Capital Expenditure 68.31 123.30 158.66 175.86 167.91 181.44 223.51 255.47 185.17 189.81

Net Capital Transfers 8.44 24.79 33.19 39.68 49.75 51.49 60.81 65.32 44.79 53.16
to State Gavts 10.53 24.78 32.93 36.81 44.48 44.64 53.33 59.02 72.75 74.17
to Private Sector 2.27 4.76 5.10 7.23 10.18 12.85 15.02 12.15 -18.21 -12.36
from External Sector -4.36 *4.75 *4.85 -4.36 -4.92 -6.00 -7.54 -5.86 -9.75 *8.66

Net Lending 59.87 98.50 125.47 136.18 118.16 129.95 162.71 190.15 140.38 136.65
to State Govts 23.33 39.20 61.63 54.04 66.29 73.68 84.15 112.79 96.21 95.S1
to Mon-Fin Enterprises 25.14 48.32 54.30 66.45 46.00 47.96 52.37 45.56 35.53 42.64
to Finnc ial Enterprises 4.95 5.67 4.47 5.08 2.99 6.79 9.27 9.70 10.83 10.23
to Private Sector /b/ 0.04 1.03 -0.85 *4.61 *7.95 -6.94 0.51 18.04 -2.93 -12.77
to External Sector 6.41 4.29 5.91 15.23 10.83 8.43 16.40 4.07 0.74 1.04

GROSS FISCAL DEFICIT (001) /a/ 87.35 174.16 218.65 263.42 270.45 309.22 379.30 44.50 363.25 348.08
.......................................................................................................................

contd ....
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Table A3.3
Econ¢ac Clessification of Central Govt Finance

(Re.8ilttin at current prices)

1980/81 1984/85 1983/86 1968 1987/88 198 1909/90 1990/91 1991/92 199293
B.E.

Flwanced by:
...........

R.B.1 35.51 60.56 61.89 m.9 65.59 65.0 138.13 147.45 5S.08
Comearcat Banks 15.05 11.56 33.6 50.20 39.36 4.20 46.7 S4.28 100.14
Prfvate Sector /b/ 27.41 77.29 79.39 99.12 12S.5 11S.35 168.85 212.50 154.68
Externat 13.3S 15.17 15.16 21.4 29.24 25.23 27.71 33.40 S4.00

MEMO ITEMS:
...... ....... .

=CC & other adjustments .. 8.50 14.70 23.90 14.10 12.90 -2S.00 12.50 -11.00
Adjusted Gross Deficit (IMF) 87.35 16S.66 203.9S 239.52 S6.35 296.32 404.30 4509.00 374.25

End-Year Debt Stock 607.44 1130.38 1358.64 1637.43 1916.58 2275.22 2709.31 3270.67 3873.80
Debt to RBI 1S2.78 318.S8 380.47 451.38 516.97 582.00 720.13 867.58 922.66
Debt to comercial Banks 73.64 118.26 151.90 202.10 241.46 287.66 333.8S 388.13 488.27
Debt to Private Sector 254.06 474.64 554.03 653.15 779.10 930.45 1099.30 1311.80 1466.68
Debt to External Sector 120.26 215.16 2S4.63 31S.36 367.40 454.95 538.05 686.31 980.20

ODPop 1360.13 2313.87 2619.20 2919.74 3326.16 3949.92 4506.01 s29.37 6107.24

Gross Deficit / GDP (M) 6.42 7.53 8.34 8.99 8.12 7.80 8.35 8.41 5.97
Adjusted Deficit (INF)/ GDP() 6.42 7.16 7.78 8.18 7.69 7.47 8.91 8.65 6.15
Debt / GOP (X) 44.o6 48.86 51.81 55.89 57.52 S7.37 59.68 61.61 63.64
......................................... ................................................................................... 

/a/ Excluding the write-off of Rs 23 bittion tiabitity to OCC deposits in 198990, Weib weas treated as revenwY by 0O0.
/b/ Derived residually.

Sources: 1. Ministry of Finance, Economic 8 Furictisaml Clasaification of the Central Governawnt Budget.
2. world Bank staff estimetes.
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Table ASA
Budgeeary Classification of Contral Goverrnt Finances

(Res. billion at current primes)

9s85/86 86/87 87/86 8/8.9 89/90 90/91 91/92 92/93 93/94
R.E. B.E.

Revenue receipts 280.35 330.85 370.37 435.91 499.96 549.54 660.46 782.79 842.09

Tax revenue 211.40 243.19 280.15 337.51 383.49 429.78 500.69 581.79 627.39
Mon-tax revenue 68.95 87.64 90.22 98.40 M16.47 119.76 159.77 201.00 214.70

Interest from state goverrvonts 18.72 27.54 31.58 37.70 64.24 51.74 65.65 77.50 97.67

Revenue expenditure (A+B*C40) 342.48 408.60 461.75 541.06 642.07 735.15 823.08 949.80 1018.39

A. Developmentat 89.28 102.85 114.25 140.36 184.15 196.01 198.17 216.57 196.20
1. Social services 12.52 16.75 19.35 22.43 24.99 27.53 30.S7 35.75 40.30
2. Economic services 76.76 86.11 94.90 117.93 1S9.17 168.48 167.60 180.83 155.90

B. Nen-develepmental 175.64 220.10 244.59 287.69 335.47 391.00 450.34 S31.70 605.26
Defence services 70.20 91.79 86.60 95.58 101.94 108.74 114.42 123.62 136.80
Interest pay3ents 75.03 92.37 112.36 142.61 177.57 214.71 265.63 325.00 380.00

C. Grants-in-ald ard contributions 71.51 78.59 93.49 102.08 109.36 134.39 159.53 185.88 199.61
Grants to state governuents 67.04 73.53 91.36 100.15 107.44 132.02 157.00 182.98 196.38

0. Revenue expenditure of UTs 5.86 7.06 9.43 10.92 13.09 13.75 1S.05 15.65 17.31

Net current belance -62.13 -77.77 -91.38 -105.15 -142.11 -185.61 -162.62 -167.01 *176.30

Capftal expenditure (C8+C00-E) 156.53 185.65 179.07 204.08 237.18 260.88 200.63 200.21 193.30

A. Developmental 58.72 75.62 56.67 60.03 70.95 69.23 58.26 68.43 61.90
1. Social services 1.74 3.90 2.80 3.51 3.21 2.47 2.39 2.62 4.16
2. Economfc services 56.99 71.72 53.86 56.52 67.74 66.77 ss.87 65.81 57.74

B. Non-developmental 16.48 14.58 33.39 40.76 45.27 49.56 52.32 56.48 61.82
Defence services 9.67 12.96 31.08 37.83 42.22 45.52 49.05 51.38 55.00

C. Capitel expenditure of UTs 1.35 2.40 2.86 1.76 1.87 2.68 3.42 3.4S 4.25

D. Loans and advances (net) 79.97 93.05 86.13 101.53 119.09 139.40 117.01 106.86 100.33
to States & Ufs 73.62 49.87 58.51 67.30 79.5s 98.69 94.18 89.20 77.42
to Others 6.35 43.18 27.62 34.23 39.55 40.71 22.83 17.65 22.92

E. Disinvestment of equity in PSEs . .. .. .. .. .. 30.38 35.00 35.00

Gross fiscal deffict (001 Defn.) 218.66 263.42 270.45 309.22 379.30 446.50 363.25 367.22 369.59

OCC and other adjustments 14.70 23.90 14.10 12.90 -25.00 -12.50 -11.00 6.32 0.79

Gross fiscal deficit (IMF Definition) 203.96 239.52 256.35 296.32 404.30 459.00 374.25 360.90 368.80

Finance by instrunents
......................

Narket loans 48.84 55.32 58.62 84.18 74.04 80.01 75.10 36.70 37.00
Smell savings 43.69 34.11 39.11 58.35 85.75 91.04 66.40 55.00 55.00
Provident fumds 14.20 46.80 52.74 71.12 90.86 89.37 79.56 94.S0 100.20
External loans 14.49 20.24 28.93 24.60 25.95 31.81 54.21 44.30 54.s4
Treasury bills 65.65 88.62 56.52 62.44 109.11 117.69 68.87 47.34 43.14
Other 31.79 18.33 34.53 8.53 -6.41 36.58 19.11 89.38 79.72

Sources: 1. Ministry of Finance, union budet documents.
2. Reserve Bank of Indisa RBI bulletins on state finances.
3. Dept. of Expenditure, Finance Acmcuits.
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Table A5.5
Budgetry Classification of State Oowerunt Fincmee

(ts. b ilton at current price)

195/8 86/8? 87/98 SW st/t9 90/91 91/92 92/9
L.E. B.E.

Revemse reeipts 340.37 386.86 448.00 507.09 599.08 673.19 97.85 8M5.03

Tax revewA 220.42 251.88 289.20 330.70 392.2 48.80 523.04 S95.45
Direct tax 14.84 16.77 19.85 24.13 30.06 33.75 37.4 42.18
Indirect tax 130.67 150.35 173.3? 199.8 229.89 269.70 313.61 353.35
State share In centrat taxes 74.91 84.76 9S.98 106.69 132.32 14S.35 171.97 199.92

Non-tax revew 119.95 134.96 158.80 176.38 196.81 224.39 274.81 287.58
Grants free centre 67.04 73.53 91.36 100.15 107.44 132.02 157.00 162.48

Revenme expenditure jA6BC3 329.35 381.58 451.54 522.96 602.53 717.73 847.97 934.43

A. Develotpmntal (1+2) 230.76 269.44 318.20 362.37 407.81 488.S5 s52.93 597.90

1. Social servies 133.46 151.99 177.06 205.74 240.17 279.62 312.71 339.16
2. Economic servies 97.10 117.45 141.14 156.63 167."6 208.92 260.22 258.74

8. Nondevespntat 94.56 107.69 126.44 15.06 198.69 221.34 26S.75 326.62
Interest paymnts 35.44 44.29 52.68 64.11 76.a 92.21 111.36 139.3S
To centre 18.n 27.54 31.58 37.70 44.24 51.74 65.65 82.60
To others 16.72 16.75 21.10 26.41 32.44 40.47 45.73 56.75

C. Other expenditure /a/ 4.02 4.46 4.91 S.53 6.03 7.84 9.28 9.92

net current balaneo 11.03 5.28 -3.5 -15.87 -13.45 -44.54 -50.12 -51.40

Capital expenditure [WI 81.74 94.39 101.31 98.o6 117.52 134.78 148.75 173.46

A. Developmental (1+2) 53.SS 60.51 6.29 68.53 77.28 89.61 98.47 110.47

1. Social svices T. 9.88 10.74 11.28 11.71 12.S7 16.95 18.08
2. Economic sevices 46.11 50.63 S3.55 57.25 65.57 77.03 81.52 92.40

B. Nan-developmental 0.98 2.26 2.26 2.25 2.36 2.63 2.36 3.15

C. Loans and advances (net) 27.21 31.62 34.77 27.98 37.88 42.5S 47.92 59.84

Gross fiscal deficit 70.n 89.11 104.85 114.53 130.96 179.32 198.87 224.86

PFince by instruaont:

Nhrket loans 14.28 14.31 18.01 22.46 25.9S 25.60 33.12 36.17
Loans from centre (Net) 72.05 48.22 S8.31 67.07 79.30 98.39 93.7S 89.44
Sall savings & Provident funds 9.71 10.42 16.28 20.01 23.07 30.69 30.33 31.09
Other -25.33 16.16 12.26 4.98 2.65 24.63 41.66 68.16

la/ Other expenditure nclude ceanmation and megleants to local bodies and penehayet rej Institutions and
resere with the ffnwnce daportment

Sources: 1. ninistry of Finmnse, Union budget domments.
2. Resoeve Bank of Indifa, MI bulletins an stete fineness.



-161-

Teble A5.6
Budget Ctassifleatien of Genal Gvrnt Fices

(as. billion at eurrant pric)

198/86 86T 8718 8OM 89 901 91/92 92/93
/a/ S.E.

Revenue reeiptes 534.96 61642 695.43 5.1 97.36 18.97 12n5.66 1394.83

Tax reven 431.82 495.07 569.35 666.21 M.76 878.56 1023.73 1140.01
Men tax revaw 103.14 121.55 126.08 136.94 161.60 160.39 211.93 234.82

Reveu expel iture IA.6.C40) 566.06 689.12 M.35 9MIT.1 109.92 1269.12 1448.40 15S.06

A. Dov.tpmntat 320.04 372.2P 432.44 502.75 591.96 64.56 M.10 792.38

1. Soieal services 146.18 168.7n 196.40 2B8.17 26S.15 307.16 343.28 372.34
2. Econocf services 173.86 203.56 236.04 24.55 326.80 377.40 427.82 420.04

I. Men-dvetmmtota 251.68 300.25 341.45 40S.05 479.92 560.60 650.44 764.83
C. Revenue diabursamants of UTs 5.86 7.06 9.43 10.92 13.09 13.75 15.05 14.P1
0. Other Expefditure /b/ 8.49 9.52 7.04 T.46 7.95 10.21 11.81 13.04

Not current balance -51.11 *72.49 -94.93 .121.02 -155.56 -230.15 -212.74 *190.22

COpital epmditure SCg4-E3 164.6S 230.17 221.87 23S.44 275.15 296.97 255.21 288.67

A. Develtpmntal (1*2) 112.28 136.14 120.95 128.56 148.23 158.64 156.72 173.65

1. So&cle servces 9.18 13.78 13.54 14.79 14.92 15.04 19.34 21.32
2. Economfc ervies 10.10 122.3S 107.41 113.76 133.31 143.60 137.38 152.53

B. Ilon-Develuantl 17.46 16.8 35.65 43.01 47.63 52.19 54.69 61.55
C. Loans ad advances (not) 33.56 74.80 6.38 62.11 77.42 83.26 70.75 74.66
0. Capital dfi shursents of UTs 1.35 2.40 2.88 1.76 1.87 2.68 3.42 3.80
E. oisinvestunt of eapfties fin Pits. .. .. .. .. .. .. 30.38 25.00

Gross fiscal deficit 215.76 302.66 316.79 356.45 430.71 527.12 467.94 479.09

Ffnnce by Instruamnt:
.....................

Narket Loans 63.12 69.63 76.63 106.64 99.99 10S.61 08.22 86.17
$mit Svfngs 43.69 36.11 39.11 58.35 85.75 91.04 66.40 72.00
Provident Funds 23.91 57.22 69.02 91.13 11S.95 120.06 109.89 128.69
Extenal Loeans 14.49 20.24 28.93 24.60 25.95 31.81 S4.21 45.09
Tressury Bilts 65.65 88.62 56.52 62.44 109.11 117.69 68.87 53.89
Other 4.9 32.84 46.5B 13.29 -4.02 60.90 60.35 93.25

/a/ Actusts for the centre and reWvsed estimtes for the states.
/b/ Other expenditure include compensation and oseigeaunts to local bodies and panehayat rej institutions and

resoere with the finaf department and cntral grnts to UTs.

Sources: 1. 2fnistry of Finane. tinen budset documents.
2. Reserve Bank of India, RaI bulletins en state finances.
3. Dept. of Expenditure finance Accaunta.
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Table AS.?
TAX REVENUE - CENTRE AND STATES
(Rs. billion at eurrent prices)

1965/86 86/87 87/88 88/89 89/90 90/91 91/92 92/93 93/%
/a/ lbI 8.E.

Controt Goverruunt

A. Gress tax revenue 286.70 328.38 376.6 444.74 516.36 575.76 673.61 787.82 848.67
Corporation tax 28.65 31.60 34.33 44.07 47.29 53.35 78.53 92.00 105.00
Taxes on Incoma 25.11 28.79 31.92 42.41 50.04 53.71 67.24 83.00 95.00
Custom 95.26 114.75 137.02 158.05 180.36 206.44 222.57 255.00 277.27
Unfon Excise Duties 129.56 144.70 164.26 188.41 224.06 245.14 281.10 325.00 337.S1
Other 8.12 8.S4 9.13 11.80 14.61 17.12 24.17 32.82 33.89

9. States Share of Tax Revenue 74.91 84.76 95.98 106.69 132.32 145.35 171.97 205.25 220.49
Income Tax 18.46 21.60 25.89 27.49 39.22 41.21 51.04 60.60 71.36
Estate Duty 0.20 0.10 0.06 0.01 .. ..

Union Excise Duties 56.25 63.06 70.03 79.19 93.10 104.14 120.93 144.65 149.13

C. AsalgsuntS of UT taxes to 0.39 0.43 0.53 0.54 0.55 0.63 0.95 0.78 0.79
locat bodies

Tax Revenue (not) EA-S-Cl 211.40 243.19 280.15 337.51 383.49 429.78 S00.69 581.79 627.39

State Ooverinmnt

States awn Tax Revenue 145.51 167.12 193.22 224.01 2S9.95 303.45 351.07 395.53

Direat Tax 14.84 16.77 19.8S 24.13 30.06 33.75 3T.46 42.18
Taxes _On inc 2.72 2.70 2.70 3.12 4.53 6.34 6.56 6.49
Land revenue 3.53 3.82 4.48 S.94 6.90 6.07 5.62 6.59
Steops and registration fees 8.53 10.16 12.S4 14.86 18.45 21.12 25.04 28.75
Other 0.07 0.08 0.13 0.21 0.18 0.22 0.24 0.35

Indirect Tax 130.67 150.35 173.37 199.88 229.89 269.70 313.61 353.35
Sales Tax 84.29 96.40 111.85 131.22 150.60 176.67 208.87 237.69
State excise 20.52 24.21 28.67 30.81 38.64 47.95 53.28 59.29
taxes on Vehicles 8.26 9.98 11.75 12.90 14.15 15.66 18.06 20.73
Other 17.60 19.77 21.09 24.96 26.49 29.41 33.39 35.64

State's Share of Central Taxes 74.91 84. sA 95.98 106.69 132.32 145.35 171.97 199.92

Tax revene retained by states 220.42 251.88 289.20 330.70 392.27 448.80 523.04 595.45

/a/ ActuaLs for the centre and revised estimates for the states.
/b/ Revised estimates for the Centre and Budget estimates for the States.

Sources: 1. Ministry of finance, Union budget documents.
2. Reserve Bank of India, RBI bulletins on state finances.
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Table A5.8
aW-TAX REVENEU - CENTRE AND STATES
(Its. billion at curreft prices)

1985/86 86/8T 87/88 SOM9 8O9/0 J/91 91/92 92/93 93/96
/a/ b/ ge.g.

Central Sovernment
......... ......................... _

Non-tax revenua 68.95 87.64 90.22 98.40 116.47 119.76 159.77 201.00 214.70

Interest recefpts 45.95 53.53 57.55 69.81 84.46 8Y.30 109.22 124.37 145.31
from state goovrments 18.72 27.54 31.58 37.70 44.24 51.74 65.65 77.50 97.67

Dividends and profits s.15 5.07 6.05 4.75 7.16 7.74 10.55 25.48 26.91
Other general services 2.61 3.01 3.37 3.95 4.05 5.06 5.41 8.39 6.36
Social services 0.76 4.54 0.60 0.80 0.57 0.65 0.73 0.99 1.27
Economic services 3.58 11.49 12.73 8.93 5.45 8.60 20.43 18.49 11.61
Grants-fn-aid and contributions 4.87 4.36 4.92 6.00 7.54 5.86 9.47 11.04 13.65
Other 6.03 5.64 5.00 4.16 7.04 4.55 3.96 12.24 9.S9

State Govenuent
................

States oen Mon-tax revenua 52.91 61.4S 6T.44 76.24 89.37 92.37 117.81 125.10

interest receipts 13.65 16.88 19.47 23.87 26.34 24.03 45.90 36.83
General services 6.81 7.04 7.54 9.51 11.40 19.13 16.45 17.28
Social services 4.49 4.75 5.04 5.73 6.76 5.86 7.17 7.39
Econwmic services 27.75 32.55 35.12 36.64 44.59 43.01 47.68 63.02
Forestry and wltd ltfe 8.98 9.59 10.67 10.08 11.96 11.37 13.23 16.14
Industries 6.63 8.50 9.11 12.08 14.31 12.23 15.16 20.67
Other 12.14 14.46 1S.33 4.48 18.32 19.41 19.29 26.20

Other 0.21 0.23 0.28 0.49 0.28 0.34 0.61 0.58

Grants from centre 67.04 73.53 91.36 100.1S 107.44 132.02 157.00 162.48

eon-tax revenu retained by states 119.95 134.98 158.80 176.38 196.81 224.39 274.81 287.58

/0/ Actuats for the centre end revised estimates for the states.
/b/ Revised estimates for the Centre end Budget estifates for the States.

Sources: 1. HInistry of Ffnance, Union budget doctemnts.
2. Reserve Sa of India. R81 bulletins an state ffnances.
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Table AS.9
Revemi DpWituro of Centre

(ft. billion at current prices)

- -G68 - - --0/5~ M~9/2 V n1985/86 86/67 XY*l E &Un 99 9091S 91/92 92/93 93J94
R.E. O.E.

Revensue expenditureo (A.80C.) 342.48 408.60 461.15 541.06 642.07 735.15 623.08 949.80 1018.39

A. Deneleopnntat 89.28 102.5 114.25 140.36 194.15 196.01 198.1T 216.57 196.20

1. S0ci0l services 12.52 16.75 19.35 22.43 3.9 27.53 30.5? 35.75 40.30
Uducatocn, Sportc, Art cud Culture 5.30 7.O8 10.13 11.12 11.41 12.74 13.72 15.23 18.45
Htelth and Pes1ly usltre 2.11 2.22 2.67 Y.11 3.48 3.97 4.50 5.94 6.09
Informatien cnd Broadezting 1.30 1.72 2.10 2.36 3.23 3.60 4.43 3.93 4.13
Voter supply end Sanitation 0.04 0.80 0.13 0.51 0.78 0.93 0.64 0.66 1.06
Labour end labour welfare 1.71 2.34 1.64 2.63 2.64 2.78 3.00 3.46 3.S8
Social security and weltfare 1.42 1.66 1.92 1.96 2.36 2.25 2.81 4.60 4.91
Other 0."4 0.72 0.76 0.94 1.09 1.27 1.47 1.92 2.08

2. Econoiadc ervices 76.76 86.11 94.90 11W.93 159.17 168.48 167.60 180.83 155.90

Agricutture erd altted servfice 4.64 5.10 5.S5 7.45 7.75 22.92 19.05 22.01 18.94
Fertilizer Subsidy 19.24 18.98 21.64 32.01 45.42 43.89 5Z.05 61.40 35.00
Food Subsidy 16.50 20.00 20.00 22.00 24.76 24.S0 28.50 28.00 30.00
Export Subsidy 6.03 7.85 9.62 13.86 20.14 27.42 17.54 8.80 5.00

irrigation wnd Flood control 0.48 0.84 0.76 0.85 0.81 0.89 1.20 1.38 1.64
Rural Development 2.16 2.91 3.13 3.61 3.70 3.77 3.57 4.13 6.59
Speciat Areas Proorcms 0.11 0.12 0.06 0.05 0.07 0.12 0.19 0.18 0.22
EnWeg 3.89 3.16 3.94 S.59 6.90 7.49 5.37 5.21 5.28

Industry and Ninrals 8.66 11.17 13.57 12.20 17.96 12.26 12.03 18.73 19.16
Transport and Comwdestiens 4.25 3.12 6.06 6.79 15.62 8.05 9.19 10.44 11.74
Sciense, TQchnology ard Eninrmoent S.24 6.10 7.ST 9.34 10.40 11.27 12.87 13.90 15.85
Generaw Economic serviess 5.S6 6.76 2.99 4.18 5.62 5.90 6.04 6.63 6.47

B. MUn.davolopmmntal 175.84 220.10 264.S9 287.69 335.47 391.00 450.34 531.70 605.26

Defence servics 70.20 91.79 88.60 95.S8 101.94 108.74 114.42 123.62 136.80
interest popuanto 75.03 92.37 112.36 142.61 177.57 214.71 265.63 325.00 380.00
on Internal Debt 39.19 47.63 55.14 69.13 82.73 9.22 109.09 136.03 154.23
an External Debt 5.38 7.66 9.77 12.42 14.94 17.78 25.69 36.23 39.46
an Snll Savings, Pfs. ete. 28.69 34.89 44.90 58.01 75.73 96.37 124.20 145.38 180.01
Other 1.77 2.19 2.56 3.06 4.17 4.34 6.66 7.37 6.30

Adbdnistrative Services 10.47 13.28 15.32 17.91 20.71 25.24 27.98 32.46 34.22
fisfat Services 10.06 12.07 10.94 11.00 12.78 12.12 17.69 20.70 23.31
Pensions uid misc. services 10.07 10.59 17.37 20.60 22.46 30.19 24.63 29.92 30.93

C. Grants-in-aid and contributierm 71.51 78.59 93.49 102.08 109.36 134.39 159.53 185.88 199.61

Grant to State asvernmnts 67.04 73.53 91.36 100.1S 107.44 132.02 157.00 182.98 196.38
a. Ien Plen 16.07 16.17 19.22 23.40 23.33 41.67 31.51 32.09 24.26
b. Steto Plan Scheas 24.69 26.64 34.43 3S.59 3S.38 38.78 70.55 82.80 87. 76
c. Contral ad Centrally sponwred 26.10 30.12 37.14 40.46 48.37 51.05 54.93 68.09 84.36

sch_m
d. Other 0.19 0.60 O.S8 0.71 0.35 0.52 0.01 0.00

Grants to UTn. an others 4.47 5.06 2.13 1.93 1.92 2.37 2.53 2.90 3.23

0. Revui Disburmnts of UTs (Net) 5.86 7.06 9.43 10.92 13.09 13.75 15.05 15.65 17.31

Urns Item:
._.........

Totat Sbsidfes 47.96 54.51 59.80 77.32 104.74 121.58 122.70 121.08 83.76
Major Sub3idfos 41.77 4.83 51.26 67.87 90.32 95.81 98.09 94.80 70.00
Other Subsldlee 6.19 7.68 8.54 9.45 14.42 25.77 24.61 26.28 13.76

ural aptloymnt Prwgrm 9.39 12.05 14.10 12.4 21.00 20.00 18.17 25.46 33.06
mLEIP 6.03 7.27 6.66 T.84 0.02 ..

cmEP 3.36 4.78 7.45 4.60 0.02 ..
Jawhr btoJor ToJan .. .. .. .. 20.96 20.00 18.17 25.26 32.83

Sources: 1. Jinistry of Finwe, Union but dget cnts. --
2. ev Dank of India, RBI bulletfns en state finances.
3. Dept. of Expemditure, Finane Ats.
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Tebte A5.10
Roves, lxpediUr of State _owrfomto

(Es. bitllion at current Price)

R.e. e.g.

Reva _pediture (AoC) 32.35 s31.s5 451.54 522.6 62.53 T17.n 847.97 93.43

a. 0ovelosntol (tel) 230.76 249.44 318.35 31.3? 407.21 45.55 572.93 59W."0

1. social services 133.6 151.99 117.6 j.4 0.17 A9.6 312.71 33.16
Eduaotion, Sports. Art VW Culture. 48.40 T7.55 90.1 19.4 135.T1 155.25 172.A5 190.11

ealth end Faedly elftfro. 25.78 8.56 30.53 34. 39.64 4S.86 50.83 54.62
votw suply a Snitati 6.48 1.7 13.22 13.94 14.77 16.38 17.29 18.42
Wulfare of SC, ST mm ac 8.51 9.0 11.6 13.18 14.69 1.90 20.465 22.00
Socal seurty =W wefar 7.49 9M 8.23 9.70 11.07 13.62 16.24 17.73
Othr 17.00 1.19 23.13 24.72 24.29 30.59 35.06 36.29

2. scnfie soers 97.10 117.45 141.14 156.3 16.6 .92 20.22 258.74

Agrfculture ad Allfed Services 31.19 33.25 3.18 42.0 48.29 42.67 71.77 74.58
crop Husbedry 8.57 8.76 9.59 11.06 12.45 16.97 20.06 22.75
Food Stormag idW Urehousing 0.74 1.05 1.20 1.23 1.56 1.SB 2.45 3.56
Forestry and f Id Life 6.52 7.61 6.49 9.46 10.28 11.15 13.83 14.66
other 15.36 15.8S 19.50 20.90 83.80 32.06 35.44 33.5W

Rural 0oveloap,nt 21.84 20.20 32.20 36.54 28.2? 6.75 58.71 62.82
Spacfat Areas PreogroM 1.65 2.06 2.35 3.09 3.54 3.57 4.67 4.52
Irrigatfon nd Flood Controt 18.90 24.05 27.75 33.19 33.94 34.56 41.29 *b.39
&Enrgy 2.27 4.04 9.14 7.74 10.92 9.89 29.05 11.87

Industry and inerolt .88 6.6? 7.33 8.69 12.17 11.45 13.40 14.11
Transprt and Coumication 10.6? 13.78 16.01 17.35 19.22 23.36 25.56 27.55
Sclonce, Tecwnology end kwirornmt 0.11 0.23 0.2S 0.23 0.26 0.29 0.41 0.4
omneral Reoe Servies 4.E' 5.15 7.14 7.15 11.02 16.18 15.37 16.46

5. Mon-Develatasptal 94.56 107.69 12B.44 155.06 188.49 221.34 265.75 326.62

Interest Poymants 33.44 44.29 52.68 4.11 76.66 92.21 111.38 139.35
on loans from th cotre 18.72 27.54 31.58 3T.70 44.24 51.74 65.65 82.60
on the Intrnait Debt 6.15 7.06 8.95 10.42 13.41 15.68 20.10 25.89
an Sgol Savings, Pfs. 3.59 6.01 T.43 10.5S 12.70 17.03 22.19 26.4?
other 6.96 3.68 4.51 5.41 6.34 7.76 3.44 4.40

Aebiniotrative Serviees 33.18 37.18 44.18 50.31 59.74 70.18 76.29 100.32
Pens1o and WNsoellaaOmus Services 12.07 13.91 17.58 23.92 29.31 35.93 43.48 51.25
other 13.87 12.31 13.S9 16.72 22.96 23.01 34.40 35.70

C. other expenditure /a. 4.02 4.46 4.91 5.53 6.05 7.84 9.28 9.92

/e/ Other expenditur include c tiast and mlgrssSo3ts to local bodies end ponchayet *oJ instftui1ies and
resere ith th fndian b opertasnt.

Scur os "gemw _m of India, RBI buttot1ns an state finene .
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Table A5.11
CAPITAL EXPENDITURE: CENTRE AND STATES

(Rs. billion at current prieos)

1985/86 86/87 87/88 8889 89/90 90/91 91/92 92/93 93/94
/a/ /bl e.g.

Central Goverrmunt
..................

Capital expenditure EA+BC+DC-E 156.53 185.65 179.07 204.08 237.18 260.88 200.63 200.21 193.30

A. Oevelopnental (1+2) 58.72 75.62 s6.67 60.03 70.95 69 '3 58.26 68.43 61.90

1. Social services 1.74 3.90 2.80 3.51 3.21 2.47 2.39 2.62 4.16
Education, Sports, Art etc. 0.03 0.68 0.05 0.13 0.08 0.06 0.04 0.05 0.10
Health and family wolfare 0.72 0.01 0.19 0.15 0.20 0.00 0.20 0.02 0.06
Housing 0.76 1.03 0.75 0.99 0.96 1.11 1.26 1.63 2.29
Information and Broadcasting 0.83 2.13 1.74 1.71 1.78 1.06 0.35 0.27 0.51
Other -0.60 0.05 0.08 0.52 0.18 0.24 0.53 0.64 1.20

2. Economic services 56.99 71.72 S3.86 56.52 67.74 66.77 55.87 65.81 57.74
Agriculture and allied 1.50 2.32 0.54 0.55 0.45 0.45 0.49 0.49 o.12
Energy 18.18 21.25 18.46 19.05 26.07 27.09 19.91 16.28 22.48
Industry and Minerals 22.93 20.82 14.07 13.10 11.52 7.71 6.70 9.25 8.52
Transport & Ca_munications 17.09 23.79 18.40 21.51 26.15 26.45 24.72 27.38 20.83
General Economic Services -4.25 1.09 0.65 0.00 1.26 2.52 2.57 9.23 2.18
Other 1.54 2.45 1.7S 2.31 2.28 2.56 1.48 3.18 3.01

B. Non-developmental 16.48 14.58 33.39 40.76 4S.27 49.56 52.32 56.48 61.82
Defence Services 9.67 12.98 31.08 37.83 42.22 45.52 49.05 51.38 55.00
other 6.81 1.59 2.32 2.93 3.05 4.04 3.27 5.09 6.82

C. Capital Expenditure of UTs 1.35 2.40 2.88 1.76 1.87 2.68 3.42 3.45 4.25
0. Loans and Advances(Net) 79.97 93.05 86.13 101.53 119.09 139.40 117.01 106.86 100.33

To State Governments & UTs. 73.62 49.87 58.51 67.30 79.55 98.69 94.18 89.20 77.42
To Others 6.35 43.18 27.62 34.23 39.55 40.71 22.83 17.65 22.92

E. Disinvestment of equity in PSEs .. .. .. .. .. .. 30.38 35.00 35.00

Stat Government
................

Capital expenditure EA+B+CI 81.74 94.39 101.31 98.66 117.52 134.78 148.75 173.4

A. Developmental (1+2) 53.55 60.51 64.29 68.53 77.28 89.61 98.47 110.47

1. Social Services 7.4 9.88 10.74 11.28 11.71 12.57 16.95 18.08
Education, Sports, Art etc. 0.88 1.20 1.29 1.68 2.64 2.84 2.87 3.40
Health and Faily welfare 2.22 1.89 1.88 2.04 1.84 2.37 3.04 3.36
Water supply and Sanitation 2.27 3.39 4.00 4.04 3.37 3.54 5.05 5.62
Housing 0.77 1.75 2.11 1.90 1.99 1.82 1.97 1.85
Other 1.30 1.65 1.45 1.63 1.87 2.00 4.02 3.85

2. Economic Services 46.11 50.63 53.5S 57.25 65.57 77.03 81.52 92.40
Agriculture and allied 5.43 2.60 2.17 2.69 5.91 6.11 5.24 7.84
Irrigation and Flood control 25.98 27.11 29.66 32.66 32.91 36.56 34.42 42.33
Transport 7.86 9.75 9.43 10.2? 11.59 13.42 14.02 16.97
other 6.83 11.17 12.28 11.63 15.16 20.94 27.83 25.25

S. Non-developmental 0.98 2.26 2.26 2.25 2.36 2.63 2.36 3.15
C. Loans and advances(Net) 27.21 31.62 34.77 27.88 37.88 42.5s 47.92 59.84

/a/ Actuals for the centre and revised estimates for the states.
/6b Revised estimates for the Centre and 8udget estimates for the States.

Sources: 1. Ministry of Finance, Union budget documents.
2. Reserve Sank of IndIa, RBI bulletins on state finances.
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TOmo A5.12
Transfer btwm Cantr OW istas

(ft. billion at curret prices)

195/86 I/ 8/5 M889 09/90 90/91 91/92 92/93 93/94
R.E. e.g.

States' share in central taes 74.91 84.76 95.98 106.69 132.32 145.33 171.97 205.25 220.49
Union excse duties 56.25 63.06 70.03 9.19 93.1O 104.14 120.93 144.W5 149.13
Ir=m tax 18.46 21.60 25.89 27.49 39.22 41.21 51.04 60.60 71.36

Estate duty 0.20 0.10 0.06 0.01 0.00 0.00 0.00 0.00 0.00

Grants to States 67.04 73.53 91.36 100.15 17.44 132.02 1S7.00 182.98 196.38
Non.plan grants 16.07 16.1T 19.2 23.40 23.33 41.67 31.51 32.09 24.26
State plan sons 24.69 26.4 34.43 3S.59 35.36 38.78 70.55 82.80 87.76
Central wnd Centrally sponsored 26.10 30.12 3.14 40.46 48.37 51.05 54 93 66.09 84.36

Other 0.19 0.60 0.58 0.71 0.35 0.52 0.01 0.00 0.00

Loans to States & UTs 92.37 75.13 86.98 99.15 109.16 135.66 123.30 12.02 118.47

Loan Repaynts by States and UTs 18.75 2.27 28.47 31.85 29.62 36.97 29.12 33.81 41.06

Interest Paymserts by States 18.72 27.54 31.58 37.70 44.24 51.74 65.65 77.50 97.67

MET TRAMSFER(Centre to States) 196.85 180.61 214.28 236.43 275.07 324.32 357.50 399.93 396.62

Soures: 1. Nfnistrw of fimnane, Unien budget dwusnets.
2. Resrve Bank of India, RBI bulletins en state ffnanwes.
3. Dept. of ExpmnJiture. Finnce Account.
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Toae £5.13
hpltct Sst1dto to the WCatrol Ssvomtuwit Sdt

(fs. blllion at currnt prios)

misM ' 8 0r8 66 pi" 909 ' 1/9 92/93 93s/9

e.E. e.E.

A. Major Subsidies 41.7 46.3 51.26 7.7 90.32 95.81 98.09 94.80 70.00

1. food 1.50 20.00 20.00 a.oo 26.76 2.50 28.50 28.00 30.00
2. indantou Fwtitiws 16.00 17.00 20.50 30.00 37.7 37.30 35.00 48.00 30.00
3. Iowrted fet¢lcis 3.26 1.98 1.14 2.01 7.7 6. 13.00 10.00 5.00
4. Other Fortiltnor Sus*sdy .. .. .. .. .. .. 4.05 3.40
S. Export Prmotion cnd 6.03 7.65 9.42 13.6 20.14 2.42 17.54 8.80 5.00

Market Oetol pan.

S. Debt relief to farmers .. .. .. .. .. 15.02 14.25 15.00 5.00
_______.........................

C. Other Subsidies 6.19 r.7 6.54 9.45 14.42 10.75 10.36 11.28 8.76
..................

5. "oIl tuS 1.28 1.44 1.74 2.07 2.33 2.83 3.13 3.41 3.59
6. Mill-amd. ctoth 0.51 0.36 0.23 0.27 0.10 0.10 0.15 0.15 0.12
7. Handlom. Cloth 0.86 1.23 1.24 1.46 1.81 1.85 1.8? 1.94 2.0?
8. SportiEmport of SDair, 0.23 0.76 0.05 0.40 .. .. .

Edible Otfis et.
9. Interest Subsidies 2.71 2.29 3.93 4.06 8.81 3.79 Z.16 1.13 1.13
10. other Subsidis 0.40 1.60 1.35 1.19 1.37 2.18 2.05 1.25 1.85

TOTAL - Subsidies 47.96 54.51 59.80 7Fd32 106.X 121.58 122.70 121.08 83.76

Source: Ninstry of Firnanc, Union 3ud.t Oocnnts.
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Table A5.14
WTSTrAIltSG 0ST OF CENUA GOWUNET Eel

(ft billion at current pries)

1980/81 82m8 8/8 80 856 8/8 7/8 89 89we 9oo 1 91/92
03

1. To Rrve Bsak of indis 152.78 218.53 258.02 318.58 380.47 451.3 516.97 582.00 720.13 867.5 922.66

a. Treasury bittl 118.4 159.05 146.47 189.85 242.49 10.61 70.91 18.18 25.73 49.80 61.59
b. CO Seurities 38.58 63. 77.91 98.19 104.23 8.26 L.43 110.89 141.02 174.50 n.e.
c. Spcalt securties 5.85 42.10 45.70 4.50 51.8? 193.67 371.77 369.87 368.81 671.01 720.46
d. Other liabiltites -2.92 -7.52 -10.52 -9.86 -16.66 -6.95 -6.12 -11.69 -5.43 -27.73 n.o.
e. Cash balances wW Opts. 7.17 38.44 1.54 6.12 1.48 8.21 8.02 10.25 n. na. n.e.

2.To cuuercial banks 73.64 98.59 106.70 118.26 151.90 202.10 261.46 27.66 333.5 388.13 485.27
a. Treasry bills 5.21 11.55 9.38 2.98 0.46 0.16 0.14 0.03 0.06 0.10 0.11
b. CO Securities 68.43 87.04 97.32 115.28 1S1.44 201.94 241.32 287.63 333.79 388.03 488.16

To Banking systm 226.42 317.12 34.72 436.86 532. 653.48 758.43 869.6 1053.98 1255.71 1410.95

3.To Private Sector 250.81 372.28 400.70 482.41 587.86 696.62 829.78 973.10 1089.90 1203.56 1155.49
a. Smll savs 79.76 110.98 135.07 17I.s5 214.49 247.25 283.58 338.33 417.91 501.00 556.20
b. Others 171.05 261.30 265.63 310.86 373.35 449.37 546.20 34.77 671.9 702.56 59.29

4. Extenl Debt 120.26 159.32 183.62 215.16 254.63 315.36 367.40 454.95 538.05 686.31 980.20

5. Total cutetanding debt 597.49 848.72 949.04 1134.41 1374.84 1665.46 1955.61 2297.71 2681.93 3145.58 356.62

W End of year stocks.
(h Provisial

Seurces: 1. RaI, Report an Currency and Ffnae, varl isuss.
2. Ninistry of Finance, Unton Budget & Indian Eancaic Statistics (Pubt1c Finance).
3. Ecnmic Surwy, various issu.
4. Uorld Bank Staff Estimtes.
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Tabte A5.15
OUTSTANDING OMST OF STATE GOVENME 10

(R bilttion ot current prices)

IWO/SI /83 83/84 M/S1385 86/8 8/8B 88/89 89/90 90/9 91/9Z

I. To Reotr Bank of Indle 11.65 9.70 10.08 24.92 6.31 11.4? 9.90 14.16 16.70 20.90 17.50
a. Gross 12.11 9.84 10.93 25.76 10.65 16.S6 10.09 14.29 n.e. n.n. n.e.
b. Cash balances urd Opts. 0.46 0.14 0.83 0.84 4.34 3.11 0.19 O.15 n.e. n.e. n.n.

2.To c_mrcold banks 19.11 25.75 31.42 4146 4.53 55.25 75.3 89.92 100.83 125.32 156.51
a. S SecurItfes 16.81 23.17 29.12 38.36 47.74 36.18 69.47 83.02 103.49 122.90 154.62
b. Othwe 2.30 2.56 2.50 3.28 -3.21 -0.95 5.90 4.90 -2.66 2.42 -0.11

To Bookng System (1)*(2) 30.76 35.45 41.70 66.58 50.84 66.7 85.17 104.06 117.53 14.22 172.01

3.To Private Sector 45.00 59.38 70.26 68.64 108.06 106.77 118.61 131.20 184.42 218.91 262.88
a. Provfdent Fwd 24.63 36.30 44.27 4.46 58.17 68.59 84.87 104.56 127.63 156.63 n.a.
b. Others 20.37 23.08 25.99 20.38 49.89 38.18 33.74 46.64 56.79 62.28 n.s.

4.To Central Govt. (e-b-c) 164.01 230.40 271.90 308.52 332.23 419.24 481.35 539.69 621.05 716.90 807.83
Loan fo center 170.71 235.58 274.56 312.26 369.4 434.68 493.00 59.85 639.03 738.52 65.62

b. States holding of Trs.eitt 4.35 2.97 0.17 1.43 15.20 12.68 8.88 17.38 13.18 18.80 24.95
C. States' holdino of Co Sec. 2.35 2.21 2.49 2.31 2.41 2.76 2.77 2.78 2.80 2.82 n.s.

5. Total outstanding debt 239.77 325.23 383.86 443.94 511.13 592.73 685.23 794.96 923.00 1082.03 1242.72

t[ End of yea stoecs.
CM Provisiont

Sources: 1. 1, Report en Currency and finnce, vrious Issua.
2. Ministry of Firnac, Union Budget & Indian Ecnomic Statisties (Public Finwice).
3. Economic Suvy, various iswas.
4. Vortd Sank Staff Estimates.
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Table A5.16
OUTSTANDING DEBT OF CENTI AND STATE OIVERNMTS tal

(Ns billtn at current prices)

190/81 82/3 34 84/85 r6 M/ 87/6S 88/89 89/90 909t 9192

1. To Rese Bti of India 164.43 228.23 266.10 343.S0 366.78 46.0 S26.8 596.14 3.5 886.48 940.16
a. Centre 152.78 218.53 2S8.02 318.58 380.4? 41.38 516.97 582.00 720.13 87.58 9z.6
b. State 11.65 9.70 10.08 24.92 6.31 11.47 9.90 14.14 16.70 20.90 17.50

2.To cinrotol banks 92.75 124.36 138.32 159.92 196.43 257.3 316.83 377.58 43646 51U.45 64.78
a. Centre 73.6 96.s9 106.70 118.26 151." 202.10 241.46 287.6 333.85 M33.13 48B.2
b. State 19.11 25.75 31.42 41.46 46.53 s5.25 75.37 69.92 100.8 125.32 156.51

To Banking Systea (1)+(2) 257.18 352.57 406.42 503.42 580.21 720.20 843.70 973.72 1171.51 140.93 1582.94

3.1T Private Sector 289.11 426.48 468.30 547.51 678.29 787.95 936.74 1104.15 1256.34 1400.85 1390.58
a. Smatl savins 79.76 110.98 135.07 171.57 214.49 247.25 283.58 338.33 417.91 501.00 556.20
b. Others 209.3S 315.50 333.23 375.94 463.80 540.70 653.16 765.82 838.43 899.85 834.38

4. External Debt 120.26 159.32 185.62 215.16 254.63 315.36 367.40 454.95 538.05 686.31 980.20

S. Total outstanding debt 666.55 938.37 1058.34 1266.09 1S16.13 1823.51 2147.84 2532.82 296S.90 3489.09 353.72

Loas to Stat frau Centre 170.71 235.58 274.56 312.26 369.84 434.68 493.00 559.85 639.03 738.s2 85.62

ta End of year stocks.
(h Provisienl

Sourcess 1. R*I, Report on Currency and finance, various islues.
2. Ministry of Finance, Uhion Budget S Indian Econ,aic Statistics (Pubtic Finance).
3. Econamic Survey, varous Issues.
4. World Sa"k Staff Estioates.
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Table 45.17(o)
PROC0 AND ACTUAL PLAN WlU"ABY SICTO

(Re billion)

sixth Pltn Senh Plan Eighth Plan
.................... .............................. ............... ...................................... .....................

(808-84/85) (85/86-89/9) "0/91 91/92 (92/93-96/97)
proj. acels proj. eltmDc Atults Revised Projetions

.... ................. _..............__........ ................

A Agriculture & Allied Progrnm 119.15 152.02 2.34 315.10 15.42 1.58 436.43
Agrfcltute 56.95 4.24 105.24 12.93 34.05 39.44 224.67
RluaL Develcpmt 53.64 69.97 89.06 152.46 41.50 41.13 344.25
Special Area Program 14.80 15.81 28.04 36.70 9.86 11.01 67.50

t IrIrigtfon & Ftood Control 121.60 109.31 169.79 145.9 39.74 39.56 325.25
Minor Irriation 18.10 18.48 28.05 31.92 6.28 8.30 59.77
Noaj Irrigtfon 84.48 74.93 115.56 110.20 3634 25.58 224.15
Flood Control 10.45 8.11 9.47 9.45 1.97 2.4 16.23
Command Area Development 8.56 7.79 16.71 14.33 3.15 3.22 25.10

C Indutry and Ninerals 150.18 169.50 221.06 290.99 63.74 E0.26 469.22
Vtilge & S ll Scale 17.81 19.4S 27.53 32.49 8.78 10.47 63.34
Large & Nediu3 Industrfes 132.37 150.05 193.55 258.S0 54.96 69.79 403.d8

D Energy 265.35 307.51 551.29 618.20 171.01 188.43 115S.61
Paeer 192.65 182.98 342.74 378.95 113.88 12V.59 795.89
Petroleum 43.00 864.82 129.35 161.31 35.92 40.57 240.00
Cosl 28.70 38.06 74.01 71.22 19.85 18.63 10S.07

E Transport 124.12 142.07 229.71 29.70 80.74 97.18 559.26
Railways 51.00 65.87 123.34 165.50 48.93 53.25 272.02
Roods & Road Trasort 46.35 50.2 71.90 84.59 22.60 23.83 169.52
Ports Shifppinh t 14.86 12.13 23.13 26.07 5.41 13.33 76.14
Civil Aviation 8.59 9.57 7.58 18.99 3.24 6.14 40.83

F commication & Sroadatifn 31.34 34.69 61.14 98.93 32.39 39.13 289.66

a ScianCe & technology 8.65 JO.11 24.63 30.23 7.59 8.88 90.42

H Social Sces 140.35 159.15 295.78 332.61 93.15 102.46 751.55
Education 25.24 29.78 43.83 76.85 21.01 24.35 196.00
Health & Famlty Welfare 28.31 34.12 64.49 68.09 18.23 18.99 140.76
Housing 8 Urban Devlopment 24.88 28.38 42.30 48.36 16.80 17.10 105.50
water Supply & Sanitation 39.22 39.97 65.22 70.92 18.34 22.17 167.11
Other Social Services 22.70 26.90 59.94 68.38 18.78 19.84 142.19

I Others 6.02 16.5k 24.24 57.94 9.90 11.09 43.60

J TOTAL 975.0 1100.9 1800.0 2207.6 583.69 658.56 4341.00
..............................................................................................................

Note: The Plan totale are at bse ye prices for projection and at currant pries for actals.
W Coers Major and Hinor ports, Shipping, Lighthouss md Inlan Water
th Includes Comcation A Broadcastfi.
[Iw Includes Scientiffi Rearch.
dl Included umdsr othr socifl servies.

Source: Planing Coiuussicn.
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Table A5.17(b)
PRN ECT ACLL PLt OUTLAS 81 SECTS
(AnUotl ar#ag at cvtnt MM8 PioW - fo billion)

..............................................................................................................

Sixth Plan Sevnh Plan Eighth Plan
.................... .................... ....... ....... ................

(80/81-84/85) (5/8 ") 09 "in2 (9/-/)
proj. ctutle proj. rsts oatute Roesd Projectits

..............................................................................................................

A Asrfeulture & Atlied Prog& 26.78 24.45 30.31 33 36.90 38.16 53.04
Agrfculture 12.80 10.68 14.5 13.6 16.71 16.43 18.72

ural Developnmnt 12.05 %1.23 12.14 16.13 17.93 17.14 28.49
Special Arcs Pr"ora 3.33 2.54 3.82 3.67 4.5 4.59 5.63

8 Irrigatfon & Flood Control 2.33 17.78 23.15 17.75 17.1? 16.48 27.10
Ninor Irrigation 4.07 2.98 3.82 3.39 3.58 3.46 4.98
NaJor Irrigation 18.98 12.22 15.7S 11.81 11.38 10.66 18.68
Flood Control 2.35 1.34 1.29 1.01 0.85 1.02 1.35
Coind Area wlnepunt 1.92 1.24 2.28 1.54 1.36 1.34 2.09

C Industry and .inerals 33.75 27.01 30.14 31.21 27.53 33.44 39.10
Village & sett 8 teS 4.00 3.11 3.73 3.46 3.79 4.36 5.25
Large & Nedium industries 29.75 23.61 26.39 27.75 23.74 29.08 33.82

D anrgy, 59.63 49.16 75.16 65.64 73.87 78.51 96.30
Peur 43.29 29.57 46.7 40.08 49.19 S3.16 66.32
Petrolous 9.66 13.35 17.63 17.32 15.52 16.91 20.00
Cool 6.45 6.12 10.09 7.52 8.57 7.76 8.76

I Tranprt 27.89 22.92 31.32 31.24 34.88 40.49 466
Railwys 11.6 10.67 16.82 17.36 21.14 22.19 22.67
Roads & Road Transport 10.42 8.26 9.80 9.04 9.76 9.93 14.13
Ports & Shipping 3.34 1.97 3.15 2.77 2.34 5.55 6.34
Civil Aviation 1.93 1.52 1.03 2.04 1.40 2.56 3.40

F Cemmmleation & Iroadcsting 7.04 5.51 8.34 10.26 13.99 16.30 24.14

a Sciene & Techology 1.94 1.S9 3.36 3.19 3.25 3.70 7.53

0 Soial services 31.54 25.41 40.32 3S.37 40.24 42.69 62.63
Educatfon 5.67 4.71 8.70 8.01 9.07 10.15 16.33
Heelth & Funily Veltfro 6.36 S.44 8.79 7.23 7.87 7.91 11.73
Housing & Urban Developent 5.59 4.61 S.77 5.14 7.26 7.13 8.79
Vater Supply & Sanitation 8.81 6.39 8.89 7.57 7.92 9.24 13.93
Other Social Services 5.10 4.27 8.17 7.42 8.11 8.27 11.85

I Others 1.80 2.78 3.30 6.22 4.28 4.62 5.30

J TOTAL 219.1 176.6 245.4 234.2 252.1 274.4 361.75

NeM Item: Price Deflator 89.0 122.8 14.7 187.2 231.5 240.0 240.0
..............................................................................................................

Note: See footnotes to Toble AL5.1A).
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Table A5.17(c)
PRJECTE A ACUAL PI OUYS B SECSM

CZ distribution ond abieevhlt rateo) gID

Sixth Plan Sewnt Plen Elghth Plan
......................................... ........................................................

(8l0/1-818) (856-89i90) 999 1991/92 (921/396/97)
Z hre achie haro aehov aceva- ochieve- S share

Kb mot 1a) U set IQ ca Sc awnt go) t U
.......................................................... .....................................................

A Agriculture & Aled Proerm 12.2 91.3 12.4 110M. 9 91.0 14.7
Agriculture 5.8 83.4 5.8 94.5 89.6 83.2 5.2
Rural Dvelopmt 5.5 93.2 4.9 13.8 965 92.6 7.9
Specalt Area Progran 1.5 76.3 14 95.9 95.1 96.3 1.6

£ Irritation & Flood Central 12.5 65.1 9.4 78.7 96.7 84.2 7.5
Minor Irrigation 1.9 73.3 1.6 88.7 94.5 85.6 1.4
Major irrigation 8.7 64.4 6.4 f5.0 99.3 83.2 5.2
Flood Ccntr,l 1.1 57.0 0.5 78.4 8.3 85.4 0.4
Cumand Area Development 0.9 6S.4 0.9 67.4 91.0 88.0 0.6

C Industry and Ninerats 15.4 80.0 12.3 103.6 75.4 93.1 10.8
Vill&ba & Smitl Scale t.8 77.6 1.5 92.2 89.2 88.2 1.5
Large & Nedium Industries 13.6 79.4 10.8 105.2 73.6 93.9 9.3

0 Energy 27.2 82.4 30.6 87.3 90.6 88.5 26.6
power 19.8 68.3 19.0 85.8 91.3 93.3 18.3
petroleum 4.4 138.1 7.2 98.2 94.7 82.5 5.5
cost 2.9 96.8 4.1 74.6 81.1 73.9 2.4

E TransPort 12.7 82.2 12.8 99.8 86.8 98.0 12.9
Ralways 5.2 93.1 6.9 103.2 97.9 100.0 6.3
Roads & Road Transport 4.8 79.3 4.0 92.3 97.9 87.S 3.9
Ports & Shlpping 1.S 59.0 1.3 87.7 37.s 97.9 1.8
Civil Aviation 0.9 78.8 0.4 197.1 61.7 139.6 0.9

F Coummuicatfon & Iroadeasting 3.2 78.2 3.4 123.1 92.2 100.0 6.7

a Science & Technology 0.9 81.8 1.4 94.9 8S.0 87.3 2.1

N Social Services 14.4 80.6 16.4 8T.7 100.3 91.0 17.3
Edctlion 2.6 83.0 3.5 92.1 93.3 93.S 4.S
Health & Famlly Weltare 2.9 8S.S 3.6 82.2 104.6 98.2 3.2
Housing & Urban Development 2.6 82.4 2.4 89.2 128.2 97.8 2.4
Water Supply & Sanitation 4.0 72.5 3.6 85.2 95.9 88.2 3.8
Other Social Services 2.3 83.7 3.3 90.8 90.8 80.6 3.3

I others c0.8 154.3 1.3 188.4 86.1 72.4 1.5

J TOTAC 100.0 80.6 100.0 9S5.S 90.2 91.1 100.0
,___........ __........................................................... ...................................................................................... _.. __.

t[a Derived from Table A5.17(b).
tW Percentage share in total Plan outlay.
t0c Actual iutlay as a parcentage of target outlay for the Plan.
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Table A6.1
NMET SUPPLY AND SOUICES OF CRGE, 1980/81 - 1992/

(Rue billion)
.. .. ....................................... ....... .......... ....... .......... ....... .......... ... .... ,,,.......... .,,............,.,,,,.. ....... .......... 

1980/81 193/84 19848 +96M/6 198/87 1987/88 1988/89 1989/90 1999O91 1991/92 1992/
................ 4...... ... .................................. ....... ............. ....... .......... ....... .......... ....... .......... ....... .......... ....... ....... .......

RD MEY SUPPLY 143) 557.74 860.83 1023.62 119S.99 1416.42 1642.79 2002.41 2309.48 2658.28 3150.84 3607.90

Mora Monay suppiy (#1) 181.69 333.93 399.22 440.99 515.22 385.59 711.10 810.58 928.92 1141.11 1227.77
Currency with Pubic 134.26 196.01 226.72 250.59 283.82 335.59 380.71 463.00 530.48 612.32 690.83
Deposit Money (total) 47.43 135.00 166.S0 187.50 221.30 246.00 323.40 341.60 391.70 519.63 523.72

Tima Deposits with Banks 376.05 526.90 624.40 M.00 901.20 1057.20 1291.40 1498.0 17g.36 2009.73 2360.13

SOURCES OF CNAE

Net lank Domastfc Credit 683.60 1013.68 1212.93 14t1.24 1667.61 1918.57 2300.36 2688.57 3119.62 3493.59 3897.38

To Government 257.18 406.42 503.42 583.21 720.20 843.70 973.73 1171.53 1401.93 1582.94 1733.62
From Reerve Sn of India CR51) 164.43 268.10 343.50 386.78 462.85 526.87 596.15 736.83 88.48 940.16 963.93
From Other Banks 92.75 138.32 159.92 196.43 zs7.35 316.83 377.58 434.70 S13.45 642.78 769.70

To Comrciel Sector 366.42 607.24 709.53 828.03 947.41 1074.87 1326.63 15M7.04 1717.69 1910.65 2163.76
From Reserve Bank of India 17.00 23.80 27.52 30.52 33.94 37.90 55.24 63.49 63.42 n.60 60.nR
Fran Other lank 349.42 583.46 682.01 797.51 913.47 1036.97 1271.39 1453.5S 1654.27 1838.C5 2103.04

lIt Forefon Exchange Assets 47.30 16.46 31.34 38.72 48.15 56.72 68.00 66.51 86.n 195.27 197.81
of Seaking Sector

Gov.uant's Currency Liabilities 6.19 7.19 7.77 9.40 11.92 13.80 14.75 15.55 16.21 16.96 17.78
to the Pulbf

Net Non-Nantary Liabilities 119.35 176.50 228.44 265.37 311.26 346.30 380.70 461.15 564.27 554.98 504.67
tf Reserve Bank of India 53.60 53.11 86.22 107.07 134.44 142.25 169.36 175.36 270.22 274.03 269.39

of Other Seeks 65.75 12.39 142.22 158.30 176.82 204.05 211.34 285.79 294.05 280.95 235.28

Broad Nay Supply (3) 557.74 860.83 1023.62 1193.99 1416.42 1642.79 2002.41 2309.48 2658.28 3150.84 3607.90

GOP at market prfces 1360.13 2075.89 2313.43 2622.43 29.49 3332.01 3965.93 4539.86 5308.65 6086.72 6934.84
........... .................... ,_...................................................................................

Motes: El1 Upto 1991/92, a of Narch 31 on the basis of the clsre of govenmet accmts.
[2 1992/93 mrabers are provisional data from RSt.

Sources: 13 Economic Survey, various issels.
[28 R1 Sulletin CVeekly Statistical Supplmnt).
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Table A6.2
BASE NOMEY AND SOURCES OF CNANOE, t980/81 - 1992/93

(Rupess billion)
._................ .... ....... ....... ....... ....... ....... ....... ....... ....... ....... .......

1980/81 1983184 1984/85 1985/86 1986/87 1987/8 1986/89 1989/90 1990/91 1991/92 1992/93

TOTAL BASE MMONE SUPPLY 194.53 289.93 352.16 381.66 448.08 534.90 69.59 775.91 877.79 995.09 1029.34

Currency with Public 134.26 196.03 226.72 250.59 283.82 335.59 380.71 463.00 530.48 612.32 690.83
Other Deposits with Rat 4.11 2.91 5.95 2.89 3.09 3.97 6.94 5.98 6.74 8.96 13.32
Cash with Banks 8.73 10.39 12.03 14.65 15.31 15.43 19.72 19.86 22.34 24.99 26.51
Bank Deposits with 2R1 47.43 80.60 107.46 113.53 145.86 179.71 222.22 287.07 318.23 348.82 296.68

SOURCES OF CANKE

RBI Claims 194.19 319.61 401.62 4b1.92 524.39 609.18 722.18 875.03 1051.97 1063.78 1084.33

On Goverment (not) 164.43 268.10 343.50 386.78 462.85 S26.87 S96.1S 736.83 888.48 940.16 9f3.93
On Banks 12.76 27.71 30.60 24.62 27.60 44.41 70.79 74.71 100.07 S.02 S9.68
On Cmn_rcial Sector 17.00 23.80 27.52 30.S2 33.94 37.90 5S.24 63.49 63.42 72.60 60.72

Not Foreign Exchange Assets 4?.75 16.24 28.99 37.41 46.21 54.17 62.02 -3.69 79.83 188.38 190.92
of RB!

Gov-rr Tnt's Currency Liabilities 6.19 7.19 7.77 9.40 11.92 13.80 14.75 15.5 16.21 16.96 17.78
to the Public

Not Mon-Moretary Liabilities 53.60 53.11 86.22 107.07 134.44 142.2S 169.36 175.36 270.22 274.03 269.39
of Reserve Bank of India

Total Base Noney Supply 194.53 289.93 3S2.16 381.66 448.08 534.90 629.59 775.91 877.79 995.09 1029.34

GDP at market prices 1360.13 2075.89 2313.43 262.43 2929.49 3332.01 3ff5.93 4539.86 5308.65 6086.72 6934.84

Notes: l] Upto 1991/92, as of March 31 on the basis of the closure of govemrwunt accounts.
12 1992/93 masbers are provisional data from RB!.

Sources: El] EconoMic Survey, various issues.
CZ RB! Bulletin (Veekly Statistical Supplement).
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Table A6.3
SELECtUD NON!TARY POLICY INSTEWINTS

............................................................... ................................................................................... 

5ank Winfim statutory Not
Rate Cash Reserve(s) Lfqufdity(b) LIquidity

Year & Ionth Ratio (e) Ratio (t) Ce)

i974 April 7 7 32 40
June 29 7 S 32 40
July I 7 5 33 40
Juty 23 9 5 33 40
OceSmber 14 9 4.5 33 40
December 28 9 4 33 39

l97 Novunber 1 9 4 33 (d)

1976 Septeuber 4 9 5 33
November 9 6 33

1977 Janmary 14 9 Incremental CUR of 10X 33
over January 14, 1977

1978 December 9 6 34

1980 October 9 Incremnutat CRR of 10X 34
discontfmned

1981 July 31 10 6.5 34
Augst 21 10 7.0 34
September 25 10 7.0 34.5
October 30 10 7.0 35
November 27 10 7.3 35
December 25 10 7.5 35

1982 January 29 10 7.15 35
April 10 10 7.25 35
June 11 10 7.00 35

1985Nyay 28 10 7.5 35
July 30 10 8.0 35
Auust 27 10 8.5 35
November 12 10 Incremental CRR of 102 35

over November 11, 1963
1984 February 4 10 9.0 35

July 28 10 9.0 35.5
September 1 10 9.0 36
October 30 10 (C) 36

1985 June 8 10 9.0 36.5
July 6 10 9.0 37

(Contd.)
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Table A6.3 (concld.)
SELECTED MONETARY POLICY INSTRUMENTS

,...............................................................................................

Bank Ninimm Statutory Not
Rate Cash ReserveCa) Liquiditytb) Liquidity

Year & Month Ratio Ce) Ratio (f) (e)
................................................................................................

1987 February 28 10 9.5 37
April 25 10 9.5 37.5
October 24 10 10.0 37.5

1988 January 2 10 10.0 38
July 2 10 10.5 38
July 30 10 11.0 38

1989 July 1 (h) 10 15.0 38
1990 September 22 10 15.0 ti) 38.5

1991 July 4 11 15.0 Ci) 38.5
1991 October 9 12 15.0 (k) 38.5
1992 April 1 12 1S.0 30
1993 April 1? 12 14.5 (m) 30 tl)
...........................................................................................

Note: Dates given are those on shich the awwounced measures take effect.
(a) Ninimum cash reserves to be deposited ifth the RBI as 2 of net demand and time liabilities (NDTL).
tb) The ratio of liquid assets (exelusive of those under Ca)) to aggregate dumwd and time liabilities

upto March 28, 1985 and net demand and time liabilities with effect frnm March 29 1985.
(c) Liquid assets as defined under (b) minus borrowing from RBol Sol and 1081.

a percentage of aggregate demand and time liabilities.
Cd) Starting from November 1 1975 the net liquidity ratio was abolished as a guideline

to refinance.
Ce) Besides the minima cash reserves indicated under this coumn, banks were also required to maintain

separately certain percentage of their liabilities mnder Foreign Currency (Non-Resident) Accounts
(FCNR-102) and Non-resident (External) Rupee Accounts (NRE-3%) till June 1, 1989. Thereafter there
wa no separate CRR for Non-resident deposits.

Cf) Besides the percentage mentioned under this colum, banks are to maintain effective October 25. 1975
in liquic assets 25X of their liabilities under FCNR Accounts. For the liabilities under NRE Accounts,
the ratio :c8 the sane as that of domestic demand and time liabilfities, upto October 25 198S and from
October 2 1985 onwards, banks are to maintain in liquid assets 2S3 of their liabilities under
NRE accounts. Effective July 28, 1989 the SLR is 30X in respect of FCNR and MRE deposits.

C9) Of the balanees iqpuonded between 1977-1980, one-fifth was releasd in two instalments on October 30 and
December I in 1984. Of the rest, one-third of outstanding balance en October 26, 1985; one-half of
outstanding balance on November 22, 1986; and the balance on #,-ri t 23, 1988.

(h) Announced on Narch 27, 1989. Effective July 1, 1989, the multiple prescription of cash reserves to be
maintained are being withdraun and being replaced by a single prescription.

Ci) As the traditional instrument of credit control viz., the cash resev ratio reached the statutory
ceiling (1X), other measures were relied upon to moderate base money growth. An incremental net
non-food credit-deposit ratio ceIling of 602 was stipulated in the second half of 1989/90. Exceeding this
ratio entailed additional cost an refinanc from RBI. This continued in 1990/91. In 1991/92 the ratio
continued as incremental net non-fooc: (excluding export credit) deposit ratio with a ceiling of 45.
In 1992/93 it was discntinued.

(j) For general credit control incremental cash reserve ratio (ICRR) of 10 percent (on increase in net demand
and time liabilities over the level of May 3, 1991) was introduced w.e.f. fMy 4, 1991. This has been
removed from 17 April, 1992.

(k) To prevent reserv money growth, the credit policy for the busy season announced withdrawal of food credit
refinance, Staidby refinance, 182 days$ treasury bill refinance and discretionary refinance on Oct. 8, 1991

(l) 37.73X of NDTL up to April 3, 1992 would be reduced to 36.7SX in four phases of 0.25 percentage points
each as set out below: to 37.50 on Aug. 21, 1993; 37.25 on Sep. 18, 193; 37.0 on Oct. 16, 1993 and 36.75
en Nov. 13, 1993. SLR of 302 of increase in NDtL over April 3, 1992 level remains unchanged.

(m) To be reduced to 14.0X on May 15, 193.

Sours: 1. Reserve 6ank of India, Report of the Comnittee to Review the Working
of the Monetary System, 1985.

2. Reserve 8ank of India, Annual Report - various issues.
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Table A6.4
INTEREST RATES - SHORT TERN COOXERCIAL SW11ING RATES

(Cn percent)

................. ................................................................................... *........................

1970/71 1980/81 1983/86 1987/88 1988/89 1989/90 1990/91 199/92 1992/93'

Bank Rate 5.0-6.0 9.0 10.0 10.0 10.0 10.0 10.0 12.0 (f) 12.0
Treasury B1t1 RateC91 days) 3.0-3.5 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.6
Call Money Rate
Stato Bank of India

- S&heduled Banks 8.5-12.0 15.0-19.4 17.5 16.5 16.5 16.5 163 16.5-22.5
- Cooperative Banks 7.5-8.5 (a) (a) Ca) Ca) (a) (a)

other Major Scheduled Comaerceat
Banks
- Bombay 6.38 7.'2 10.00 9.88 9.77 1S.85 11.49 19.57 2.78
- Calcutte 6.91 8.28 10.00 .. .. ..
- Madreas 6.45 9.42 10.00 9.92 .. ..

Commmer¢Sal Bank Rates
Deposft Rates- Ceilirng

- 1 year to 3 years 6.0-6.5 7.5-8.5 8.5/9.0 9.0/10.0 9.0/10.0 9.0/10.0 9.0-10.0 12.0 (C) 13.0
- 3 years to 5 years 7.0 10.0 10.0 .. .. .. 11.0 13.0 (h) 13.0
- above 5 years 7.25 10.0 11.0 .. .. .. .. 13.0

Key Lending Rates (d)
Ceiling
- General (b) 19.40 17.50 16.5 Ce) .. .. ..
- Exports - 12.5-17.5 12.0/16.5 9.5/15.5 7.5/15.5 7.5/15.5 7.5-15.5 15-24(i) 15-19.0
- Food Procuriments 12.50 14.00 14.00 14.00 14.00 16.00 19.0 (j) 19.0
- On deterred Payments - 8.65 8.65 8.65 8.65 8.65 8.65 15.0 (k) 15.0

MInfim
- General 13.5 (e) (c) 16.0 16.0 16.0 19.0 (j) 19.0
- Selectivw Controls - 17.5-19.5 16.5/17.5 16.5 16.0 16.0 16.0 19.0 (I) 19.0

..................................... ............................................................................... _.....

Motes:
(a) Effective July 1980, the rates charged en demand loans are same as those applicable to seneral categories of borrowers

for similar advances.
(b) The ceiling on lending rates was withdrawn in January 1970 but was reintroduced from March 1976.
tc) In the revised interest rate structure which became effective from March 2,1981, no general lending rate was fixed but

a broad framework of interest rates was provided with fixed rates on certain types of advances and cefling rates en
other types of advances. Wherever cefling rates were prescribed, the rate of interest fixed for the preceding advance
would serve as floor rate in that category.

(d) Effective April 1,1987 all lending rates of c¢mnercial banks above 15X have been reduced by ene percentage point.
te) Effective October 10 1988, ceiling lending rates hav been abolished and replaced with a mininam lending rate of 16X.
(f) The bank rate was raised to 11X with effect from the close of business en July 3, 1991 and further to 12X with effect

from the close of business on October 8, 1991.
(g) Deposit rates for maturities of 1 year up to 3 years increased to 10.0/11.0 percent wfth effect from July 4, 991 and

and further to 12.01 with effect from October 9, 1991.
(h) Deposit rates for maturities of 3 years and over increased to 12.0 percent with effect from April 13, 1991 end

and further to 13.0X with effect from July 4, 1991.
(i) Interest rates on export credit ranged between 7.5/16.0 effect've April 1, 1991; 7.5/2S.0 effective April 23, 1991;

12.5/25.0 effective August 6, 1991; and between 15.0/24.0 effective March 2, 19M.
CJ) The minimuL lending rate for borrowigsp of over Rs. 2 lakhs was raised from 16X to 17X effective April 13, 1991 to

18.51 effective July 4, 1991 and further to 201 effective October 9, 1991 and reduced to 19X from March 2, 192.
(k) Interest rate on deferred export credit raised to 12.5X from AuWst 6, 1991 and further to 12.51 from March 2, 1992.

e Up to December 18, 1992.

source: Reserve Bank of India - Report on Currency and Finance, oarious issues.
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Table A6.S
INTEREST RATES - LONG TERN RATES

(in percent)

........ _._.___. .............. __.. ....... _._.,, .,_._._, _.......................................

1970171 1973/76 1980/81 1985/86 1989/90 1990/91 1991/92
_ __............. __._........... __...................... _................... ._ ._.... ,,,,_,....................... _............

Term Lending Institutions
Prime Lendirg Rates

ID0I 8.5 11.0 14.0 14.0 14.0 14.0-15.0 (C) 18.0-20.0
IFCI 9.0 12.0 14.0 14.0 14.0 14.0-15.0 (9) 18.0-20.0
ICICI 6.5 11.0 14.0 14.0 14.0 14.0-1S.0 (a) 18.0-20.0

IRS, - 8.5 9.2 12.5 14.0 14.0-15.0 (a) 18.0-20.0
sUC T.5/10.5 8.0/14.5 12.0/16.0 11.5/16.5 11.5/16.5

(rates charged to SSI) 7.0/8.5 8.0/11.0 12.0/14.5 11.5/16.5 11.5/16.5

UTI Dividend Rate (July-June) 6.o 8.8 11.5 15.25 18.0 19.5 25.0

Cerporate Borrowing Rates
Preferenoe - Celling 9.S 11.0 11.0 15.0 14.0/10.0 14.0/10.0 (h) 14.0/10.0
Debentures - Ceiling 8.0 10.5 13.5 13.5/15.0 12.5/14.0 12.5/14.0 (h) 12.5/14.0

(a) (b) (b)
Coqpany Deposit Rates

Private sector 1 year 9.0/13.5 9.0/13.5 10.0/15.0 10.5/14.0 10.5-14.0 Ci) 10.5-15.0
2 years - 10.0/14.5 10.0/14.5 12.0/15.0 12.0/14.0 12.0-14.0 (i) 12.0-15.0
3 years - 9.5/16.5 13.0/15.5 13.0/15.0 13.5/14.0 13.5-14.0 Ci) 14.0-15.0
5 years 9.0116.0 15.0/16.0 - - -

Public sector 1 year - 11.0 11.5/12.0 10.5/12.0 10.5-12.0 CM) 10.5-15.0
2 years - - 12.0 12.0/13.0 11.5/13.0 11.5-13.0 (i) 11.5-1S.0
3 years - - 13.5 13.5/14.5 13.0/14.0 13.0-14.0 Ci) 13.0-1S.0

industrial Securities
Ordinary shares 5.53 5.43 5.88 3.21 3.18 2.59 2.1
Debentures-Running Yield 7.31 8.39 n.a n.a n.e n.a n.e

Covenuent Securities
Short-term 1 - 5 years) 3.8/4.3 5.2/6.0 4.7/6.0 5.4/9.8 7.6/18.4 7.0-21.7 8.4-26.3
Nediwr-term (5-tS yeers) 4.3/4.8 5.5/6.0 5.8/6.8 6.5/9.5 7.7/15.1 9.4-12.7 9.5-13.4
Lang-termCover 15 years) 4.8/5.5 6.1/6.5 6.4/7.5 8.4/11.5 10.1/11.8 10.9-12.0 9.9-12.4

..... ..... ..... ..... .... ..... ..... ..... .... ..... ,,... ..... .... ..... ..... ..... .... ..... ..... ..... ....

(a) Effective September 12 1974 and for a term exceeding 7 years. 10 percent for a term less than 7 years.
(b) Interest on 'Rights' debentures Issued by public limited companies to augment their lonr-term working capital requirements

had been fixed at the rate of 10.5 percent upto 7 years maturity and 11 percent on the maturity period from 8 to 12 years
as per guidelines issued by government in Septeifber 1978. The ceiling on interest on public issues of debentur mm
raised from 11 to 12 percent from October 1980 and further to 13.5 percent from March 2, 1981. Fram April 17, 1982. while
the existing ceiling on interest rate of 13.5 percent was maintained for issues of convertible debentures, the ceiling rate
was raised to 15 percent in the case of non-ronvertible debentures.

(c) The acceptance of deposits for periods mere than 3 years has been prohibited effective from April 1, 178 but in terms
of th aCopanies (Acceptance of Deposits) Rules 1975 companies are permitted to retain such deposits accepted prior to
Apri 1I 1978 till maturity.

td) During 1985/86, a new instrument viz. Cwualative Convertible Preference shares with a ceiling rate of 10 X wa introduced.
Ce) The oeiling dividend rate an preferce shares has been reduced from 15X to 142 effective April 16, 1987.
(f) The ceiling interest rates on debentures and copany deposits were reduced by I percentqe point effective April 1, 1987.
(g) Effective August 16, 1991 the interest rates of finncial institutions were made flexible with a minimu, rate of 152.
Ch) Effective August 5, 1991 the overmnt removed all restrictions en interest rates en debentures and public sector bonds

other than the tax free bonds of the public sector undertakins.
Ci) With effect from January 1, 1992 the ceiling rate of interest en deposits accepted by the non-fin ncial coanies was raise

to 15X from 14X.

Source: Reserve of India - Report on Currency and Finane, various issues.
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Table A6.6
SECTOEL DEPLOYMENT OF 'I'SSIaI1OM CEDIT

(in Rs billion - chwe during year)
April-July

_.......................................... ... .... ,_............................................................................................ ...... ....................

80/81 8S/86 W6/87 87/00 88/9 8909 90/91 91/92 91/92 92M93
.. _....... ....... ............ , ,.......... ._..... ........ _._.... _........................................................................... _............................ ..

Gross Bank Credit 35.69 72.57 73.56 76.91 154.48 169.43 153.48 79.87 7.90 79.49

Pubile Food Procurement Credit -3.41 -1.30 *4.31 . -29.14 -14.21 12.37 25.00 1.66 3.57 -1.89

Gross Non-Food Credit 39.10 73.87 77.87 106.05 168.89 157.06 128.48 78.23 4.33 81.38

Prfority Sectors 17.74 31.57 34.84 40.20 51.49 61.6 25.32 25.54 6.17 11.89
Agreculture 8.17 13.98 1S.12 14.39 19.41 25.76 2.24 14.37 6.02 6.60
$malt Scale Industries 5.94 12.04 12.92 17.t2 23.15 24.08 16.38 9.77 0.47 3.48
Other Priority Sectors 3.63 5.55 6.80 8.69 8.93 11.80 6.70 1.40 -0.32 1.81

Jwnustry ("edium & Large) 16.91 24.83 29.34 37.97 70.32 60.8? 62.46 28.22 3."6 49.98

hbolesale Trade (other than 0.79 4.17 0.14 5.18 11.69 7.05 4.38 2.86 1.99 7.40
food procurement)

Cotten Corporatien of India 0.32 0.25 -O.S1 -0.18 -0.54 1.03 -0.49 1.17 -0.90 -1.44
food Corporation of Irdia 0.32 -0.25 0.08 0.22 0.31 0.28 -0.18 -1.91 -0.14 0.03
Jute Corporation of India 0.23 0.11 0.71 -O.S6 -0.44 -0.44 0.08 0.08 -0.24 -0.02
Other Trade -0.08 4.06 -0.14 5.70 12.36 6.18 4.97 3.50 3.27 8.83

Other sectors 3.66 13.30 13.S5 22.70 35.39 27.60 36.32 21.63 -7.49 12.11

Export Credft (included in 0.09 0.74 7.37 7.71 22.24 21.04 9.41 1O.75 7.78 9.S4
Gross Non-Food Credit)

Priority Sector advances as percent
of nrt bhnk credit in the last month 35.0 40.80 42.20 44.1O 43.20 42.40 39.20 38.50 39.70 36.60
of the period. [al

..... ....... ...................... ............................................. ,___,,,...... ,,,........ ,,....__... _............

Source: Economic Survey, various is ues.

Wal Including Participation Certificates.
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Table A6.7
INDICATORS OF INDUSTRIAL IVvESTMEun CLINATE tao

....................................................................................................................

prit-December
1966/87 9? 7/6 1967W8/ 1989/90 1990/91 1°91/92 19W1/92 1992/93

......................... ..........................................................................................

Fresh approvats for setting up naa inastriat
capecities:

(a) Letters of Intent Issued: 997 971 1215 11SS 931 600 434 454
(of which for backward areas) 533 S2 610 550 399 269 192 242

(b) Registrations issued by SIA under scheme
of delicensing 2575 1750 1125 1328 1345 1022 478 0
(of which for backward areas) 1600 1020 678 751 600 608 269 0

(e) Cases approved uwder the seme of
Ninime Economic Scates (NES) 134 46 36 71 71 n.e. n.e. n.e.

Licenses issued by way of conwersion of L.I. 499 349 332 334 325 173 148 104
(of which for backward areas) 230 147 149 15T 137 n.e. 57 n.s.

Carry-on usines licenseo 97 48 58 67 S1 22 17 .6
(of which for backward areas) 29 14 21 16 9 3 2 0

Re-endorsement of capacity 178 173 204 65 143 n.a. n.a. n.a.

Cases approved under broad-banding scheme 108 112 75 93 5S n.s. n.e. n.a.

Foreign Cotlaboration clearance given by
Foreign Investment Soard 649 587 636 595 638 1223 794 1092

Cases approved by Capital Goods Ieport(Nain)
Committee:

Iuzbers 236 216 224 n.e. n.s. n.a. n.a. n.a.
Rs billion 11.82 8.06 10.37 16.33 8.54 n.e. 14.88 n.a.

Capital issues - consents given by CCI/SEBI
Rs billion 58.43 51.67 82.35 120.76 126.33 194.02 7.36 91.11

Assistance from financial institutions:
Sanctioned (Re. bill.) 79.60 88.30 135.64 151.44 190.36 238.05 141.37 tW 229.60 CM
Disbursed (Re. bill.) S6.56 66.11 83.75 96.04 119.76 159.89 101.30 146.88

,.......................................................................................................................

[a] Relate to the period April-March.
Cb Relate to the period April-October

Source: Econormic Survey, various issues.
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Table A7.1
PO SS OF SELECTS PWSICAL ASIIALMK DLOET PMOME

1980/81 19*2/85 19/84 1984/85 1985/86 1966i87 19878W8 1988/9 1989/90 1990/91 991n/92 1992/93
Target

Uteb TI,ldine VrieRties
Totat HYV (Cle. hetores) 43.1 47.5 53.7 54.1 55.4 56.2 54.1 40.1 61.2 63.9 66.6 71.6

Peddy 18.2 18.8 21.7 22.8 23.5 24.0 22.1 25.4 26.2 28.1 27.2 30.5
Uheat o 16.1 17.8 19.4 19.1 19.1 19.2 19.7 20.2 20.3 20.4 21.4 22.2
Nalzo a 1.6 1.7 1.9 2.0 1.8 2.2 2.2 2.5 2.3 2.6 3.0 3.2
Jowar n 3.5 4.4 5.3 5.1 6.1 5.5 6.1 6.1 6.9 6.7 8.0 8.3
Bajrn a 3.6 4.7 5.4 5.2 5.0 Si 4.0 5.9 5.6 5.1 6.0 6.3

Irrigated Area 54.1 58.1 60.6 60.5 62.4 "6.7 d6.S 68.5 68.6 70.8 73.1 75.7
Kajor and Nodita 22.7 24.0 26.6 25.3 25.8 26.5 26.8 27.2 25.5 26.0 26.6 27.3
Minor [al 31.4 34.2 34.0 35.2 36.6 38.2 39.7 41.3 43.1 44.8 46.5 48.4

Soft conservatfon (ats. hect.) 24.4 26.5 28.0 29.4 30.5 31.2 32.1 32.9 34.0 34.9 35.7 36.5
(emulative at end of year)

Cenamptian of Chmical
Fertlitzer.

Nitrogenous (Cls. tones) 3.7 4.2 5.2 5.5 5.7 5.8 5.7 7.3 7.4 8.0 8.0 8.4
Phospbatic a 1.2 1.4 1.7 1.9 2.0 2.1 2.2 2.7 3.0 3.2 3.3 3.2
Potassc u 0.6 0.7 0.8 0.8 0.8 0.9 - 0.9 1.1 1.2 1.3 1.4 1.1
Total NP s 5.5 6.4 7.7 8.2 8.5 8.7 8.8 11.1 11.6 12.6 12.7 12.7

................. ............. ....... ................................. ......................................................................... _

W The figures , minor irrigation indicate the n@t benefit aftor atloiung for seepag.

Source: Econoami Survey, various Isues.
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Tabte £7.2
PRODCTION OF MAN aPs

...............................................................................................................

96081 tm5 1983/84 1984/1 19/85" 19/7 198M/ 18U8 1989/90 1990/91 1991/92

Total Foodgrafns 129.6 129.5 152.4 145.5 150.4 143.4 140.4 169.9 171.0 176.4 167.1
Iarff 7.6 69.9 89.2 864.5 85.3 80.2 74.6 95.6 101.0 99.4 91.4
RbO 51.9 59.6 63.1 61.0 65.2 63.2 45.8 74.3 70.0 77.0 75.7

Total Cals 119.0 117.7 139.5 133.6 137.1 31.7 129.4 156.1 158.2 142.1 1S5.0
Kharif 73.9 6.8 83.9 79.8 60.7 76.0 70.2 90.0 95.5 94.0 87.0
RabI 45.1 51.9 55.6 53.8 56.4 55.7 5$9.2 ".1 2.7 46.1 68.0

RICO 53.6 47.1 40.1 58.3 63.8 40.6 56.9 7O.S 7n.6 74.3 73.7
Kharlf 50.1 43.2 55.0 53.8 59.4 53.6 49.0 63.4 6S.9 46.3 64.8
Rabi 3.5 3.9 5.0 4.6 4.4 7.0 7.8 7.1 7.7 8.0 8.9

?sest 36.3 42.8 4. 44.1 47.0 44.3 46.2 S4.1 49.8 SS.1 SS.1
Barley (Jamr) 10.4 10.8 11.9 11.4 10.2 9.2 12.2 10.2 12.9 11.7 8.4

Kharif 7.5 r.s 8.7 7.8 7.3 6.S 8.6 7.1 9.2 8.3 5.9
Rabi 2.9 3.3 3.3 3.6 2.9 2.7 3.6 3.1 3.7 3.4 2.S
"ofe as7.0 6.5 7.9 6.4 6.6 7.6 S.7 8.2 9.7 9.0 8.0
aajra S.3 5.1 7.7 6.0 3.7 4.5 3.3 7.8 6.6 6.9 4.6

Total Putses 10.6 11.9 12.9 12.0 13.4 11.7 11.0 13.8 12.8 14.3 12.0
Kharif 3.8 4.1 5.4 4.8 4.5 4.2 4.4 5.6 5.5 5.4 4.4
Rabi 6.9 7.7 7.S 7.2 8.8 7.S 6.6 8.2 7.3 8.9 7.6

Gram 4.3 S.3 4.8 4.6 5.8 4.5 3.6 s.1 4.2 5.4 4.2
Twr 2.0 2.0 2.6 2.6 2.4 2.3 2.3 2.7 2.7 2.4 2.2

Total 01 lseeds o/ 9.4 10.0 12.7 12.9 10.8 11.3 12.6 16.0 16.9 18.6 16.3
Khwrif 5.0 5A 7.2 7.0 5.9 6.4 6.4 10.5 9.6 9.8 8.9
Rabi 4.4 4.6 S.5 S.9 4.9 4.9 6.2 7.s 7.3 8.8 9.4

Groutdmut S.0 S.3 7.1 6.4 5.1 S.9 5.8 9.7 8.1 T.S 7.1
Kharif 3.7 3.7 5.3 4.7 3.8 4.4 4.2 7.5 6.1 5.1 4.9
Rabt 1.3 1.S 1.8 1.7 1.4 1.4 1.7 2.2 2.0 2.4 2.2

Raposoed 8 Mustard 2.3 2.2 2.6 3.1 2.7 2.6 3.4 4.4 4.1 5.2 S.8

Sugarcans 1S4.3 189.5 174.1 170.3 170.6 186.1 196.7 203.0 22S.6 241.0 249.3
Cotton 7.0 7.S 6.4 6.S 8.7 6.9 6.4 8.7 11.4 9.8 9.8
Jute & lests 8.2 7.2 7.7 7.8 12.6 8.6 6.8 7.9 8.3 9.2 10.2

Jute 6.S s.9 6.3 6.S 10.9 7.3 S.8 6.7 7.1 7.9 6.9
Neste 1.6 1.2 1.4 1.3 1.8 1.3 1.0 1.2 1.2 1.3 1.3

Potato 9.7 10.0 12.1 12.6 10.4 12.7 14.1 14.9 14.8 15.2 1S.7
............ ........... ...........................................................................................................

Notes: Units of mesurement of atl comodities Is miltion tomes, eept In the case of cotton, Jute n muast
tAose prodction is In tem of millton of boles.
Figures for 1991/92 ame provisonstl.
e/ Includes groundnus, rap_ee and musard, saseea, lInseed, castorseed, nigerseed, saff loer,
sunflower and soyaben.

sourcess Economie Sury, varfou Isss.
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Table AT.3
GROSS AREA IIDE CIIOPS

(mitt1n hectares)

..................................................--...................................................

1980811 83 2 1983/86 1984/ 1985/8 187 1987/a 1989 1989/90 1990/91 1W1/92
............................................................................................................................
Totat Food*ralns 126.7 125.1 131.2 126.7 128.0 127.2 119.7 127.7 126.8 127.8 121.6

Kharif 83.2 79.1 84.1 81.2 81.6 81.5 74.9 82.0 81.4 80.8 78.4
Rab 43.5 46.0 47.0 45.5 46.2 45.T "4.8 45.7 45.4 47.0 43.2

Totat Cereals 104.2 102.3 107.6 103.9 103.6 104.0 98.4 104.5 103.3 103.2 99.0
Karif 72.8 68.8 73.0 70.6 70.8 70.7 64.9 70.9 69.9 69.3 67.0
Rabi 31.4 33.4 34.6 33.3 32.8 33.3 33.6 33.6 33.4 33.9 32.0

Rfce 40.1 38.3 41.2 41.2 41.1 41.2 38.8 41.7 42.2 42.7 42.3
Kcharif 38.4 36.4 38.9 39.2 39.2 38.4 35.8 38.9 39.3 39.7 39.0
Rabi 1.7 1.8 2.3 2.0 1.9 2.7 3.0 2.8 2.9 3.0 3.3

heat 22.3 23.6 24.7 23.6 23.0 23.1 23.1 24.1 23.5 24.2 23.0
Barley (Jowar) 15.8 16.4 16.4 15.9 16.1 15.9 16.0 14.6 14.8 14.4 12.6

Kharif 10.2 9.8 10.2 9.5 9.5 9.7 9.6 9.0 8.8 8.6 7.8
Rabi 5.6 6.5 6.3 6.5 6.5 6.2 6.4 5.7 6.0 S.8 4.8
Nsef 6.0 5.7 5.9 5.8 5.8 5.9 5.6 5.9 5.9 5.9 5.8
sJra 11.7 10.9 11.8 10.6 10.6 11.3 8.7 12.0 10.9 10.5 10.0

Total Pulses 22.5 22.8 23.5 22.7 24.4 23.2 21.3 23.1 23.4 24.7 22.6
Khorif 10.4 10.3 11.1 10.5 11.0 10.7 10.0 11.1 11.5 11.5 11.4
Robi 12.0 12.6 12.4 12.2 13.4 12.4 11.2 12.0 11.9 13.2 11.2

Gram 5.6 7.4 7.2 6.9 7.8 7.0 5.8 6.8 6.5 7.5 5.7
Tur 2.8 2.9 3.2 3.2 3.2 3.1 3.3 3.5 3.6 3.6 3.7

Total OfIseeeds a/ 17.6 17.8 18.7 18.9 19.0 18.6 20.1 21.9 22.8 24.1 25.4
Kharif 10.2 10.5 11.0 11.1 11.5 11.5 11.5 13.1 13.9 14.0 15.0
Rabi 7.4 7.2 7.7 7.8 7.5 7.1 8.6 8.8 8.9 10.1 10.4

Groundmit 6.8 7.2 7.5 7.2 7.1 7.0 6.8 8.5 8.7 8.3 8.6
Iharif 5.9 6.2 6.3 6.0 6.2 6.0 5.7 7.0 7.4 6.8 7.2
Robi 0.9 1.0 1.2 1.1 0.9 0.9 1.2 1.5 1.3 1.5 1.4

Rapaseed & Mustard 4.1 3.8 3.9 4.0 4.0 3.7 4.6 4.8 5.0 5.8 6.5

Suprcane 2.7 3.4 3.1 2.9 2.8 3.1 3.3 3.3 3.4 3.7 3.8
Cotton 7.8 7.9 7.7 7.4 7.5 6.9 6.5 7.3 7.7 7.4 7.7
Jute &Nesto 1.3 1.0 1.0 1.1 1.5 1.1 1.0 0.9 0.9 1.0 1.1

Jute 0.9 0.7 0.8 0.8 1.1 0.8 0.7 0.7 0.7 0.8 0.9
Nsta 0.4 0.3 0.3 0.3 0.3 0.3 0.3 0.2 0.2 0.2 0.2

Potato 0.7 0.7 0.8 0.8 0.8 0.8 0.9 0.9 0.9 0.9 1.0
............................................
Figures for 1991/92 are provisional.
a/ Includes grouawts, raposeeds and mustard, sesame, linseed, castorseed, nfgerseed, safflower,
suiftouer and soyabsan.

source: Eeonomfc uvey, various issues.
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Table A7.4
IRRIGATED AREA UNDER DIFFERENT CROPS

(mlltIon hecteres)

,.......................................................___..__..___...... _.___-.................. .........

1960/81 191/82 1962/83 1983/84 19J4/S 165/86 1986/87 1967/8 1988/89 1989/90

total Foodorasis 37.6 38.3 38.4 40.2 40.1 40.6 41.7 40.5 42.9 43.2

Totat Cereets 35.6 36.2 36.6 38.5 38.4 38.5 39.5 38.5 40.8 41.0
RICO 16.3 17.1 16.0 17.4 17.7 17.7 18.2 17.0 18.7 19.1
Jowar 0.6 0.6 0.6 0.6 0.7 0.7 0.8 0.8 0.8 0.8
BoJra 0.6 0.7 0.6 0.6 0.6 0.6 0.7 0.7 0.6 0.7
naito 1.2 1.1 1.2 1.0 1.0 1.1 1.3 1.2 1.2 1.2

Uh gt 15.5 15.5 17.0 17.9 17.5 17.5 17.7 17.9 18.6 18.4
Qarley 0.9 0.8 0.7 0.7 0.6 0.7 0.6 0.6 0.6 0.5

Total Pulses 2.0 2.1 1.8 1.7 1.8 2.1 2.2 2.0 2.0 2.2

Other Crops
Oltseads * 2.3 2.5 2.6 3.1 3.S 3.4 3.3 4.3 4.4 4.5
Cotton 2.1 2.2 2.3 2.3 1.9 2.2 2.2 2.3 2.3 2.5
s aeane 2.3 2.8 2.8 2.6 2.6 2.5 2.8 2.9 3.0 3.0

................ ............................... __....__...................________......__. __....................

af ollseeds Include gr _mmu, rapeseed and mustard, lnsed sesm, nd others.

Source: Ecenomfc Survey, various Issoms.
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Table A7.S
YIELD PER KECTARE Of NAJOR CROPS

(kgs. per hectare)

.. ..........................................................................................................................

1980181 1982/83 1983/84 1984/85 1985/86 1986187 1987/88 1968/89 1989/90 1990/91 1991/92
.............................................................................. .......................................................... ......................

Totat Foodgrains 1023 1035 1102 1149 1175 1128 1173 1331 1349 1380 1374
Kharif 933 884 1060 1041 1062 985 906 1166 1241 1231 1166
Rabi 1195 1296 1343 1341 1410 1382 ¶468 1628 1544 1635 1751

Total coreals 1142 1151 1296 1285 1324 1266 1315 1493 1530 1571 1565
Kharif 1015 956 1148 1129 1140 1074 1082 1270 1366 1357 1297
Rabi 1434 1552 1608 1617 1718 1673 1763 1964 1875 2010 2125

RIce 1336 1231 1457 1417 1552 1471 1465 1689 1745 1740 1741
Kharif 1303 1185 1413 1374 1514 1393 1368 1627 1677 1670 1660
Rabf 2071 2135 2205 2274 2329 2363 2640 2548 2678 2671 2705

iheat 1630 1816 1844 1870 2046 1916 2002 2244 2121 2281 2397
Sarley (Jowar) 660 6ST 726 715 633 576 762 697 869 814 664

Kharif 737 760 851 820 761 665 892 789 1053 969 760
iRa 520 501 522 563 447 437 568 550 604 582 508
jMaze 1159 1145 1352 1456 1146 1282 1029 1395 1632 ISis 1381
SaJra 458 469 652 519 344 401 378 646 610 658 463

Total Pulses 473 519 548 526 547 50 S5S 598 549 578 534
Kharif 361 402 483 453 412 392 435 504 480 471 391
Rabi 571 615 605 589 658 604 587 686 616 672 680
ram 657 715 663 661 742 649 629 753 652 712 735

Tur 689 680 801 819 767 722 685 779 763 673 S88

Total OIlseeeds a/ 532 563 679 684 570 605 629 824 742 m 719
Kharif 492 511 655 633 516 554 559 805 691 696 595
Rabi 588 639 713 758 651 687 720 851 822 872 897

Groundnut 735 732 940 898 719 841 855 1132 930 904 81S
Kharif 629 604 835 779 602 733 737 1066 824 751 672
Rabi 1444 1516 1484 1518 1549 1540 1425 1442 1532 1611 1529

Rapeseed & Mustard 560 s77 674 m 686 700 748 906 831 904 903

Sugarcane 57844 56441 55974 57673 60000 60000 60000 61000 65000 65000 66000
Cotton 152 163 141 196 197 169 168 202 252 225 217
Jute & Mesta 1129 1265 1323 1242 1524 1454 1274 1540 1646 1634 1656

Jute 1245 1458 1417 1411 1710 1647 1496 1748 1879 1833 1842
Nest 828 771 869 764 910 865 680 909 956 968 990

Potato 13256 13549 ¶5206 14806 12000 1S000 16000 16000 16000 16000 16000
............................................................................................................................

Figures for 1989/90 are provisSonal.
at Includes grounduts, rapeseeds and mstard, sesame, linseed castorseed. nigerseed, safflower,
sunflower and soyabean.

Source: Economic Survey, various issues.
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Table AT.6
MET AVAILABILITY OF CRAM PUPl

......... ................ ........................................................................................................

1988/81 1986 19/ 1MISS 19M31/8 1986O8 17/ 158 1"9/0 190/9 1991
,...,,, ...................... ,.......................................................

Population (.1s.) £1 4.5 `18.9 734.5 750.4 76.5 782.7 79.2 815.8 832.6 867.7 86s.8

Cereale (Mts. tam)
ot Production tbh 106.1 102.9 122.0 116.9 119.9 115.2 113.2 136.6 138.4 141.9 135.6

Net lapert 0.5 4.1 2.4 -0.3 -0.1 -0.4 2.3 0.8 -0.1 -0.6 0.8
Ch 1n Govt. stock -0.2 2.7 7.1 2.7 -1.6 -9.5 -4.6 2.6 6.2 -4.3 -3.5

Not AvaiLabilfty 106.8 104.4 117.3 113.9 121.5 12S.4 120.1 134.7 2.3 165.6 140.0

Pulses (Mts. tog")
Net Aevatability 9.4 10.4 11.3 10.5 12.3 10.6 10.7 12.5 12.5 12.5 10.5

Per Capita Net Availabitity
(wpe day in grams)
Cereals 417.3 9.8 43 415.6 434.2 435.4 611.8 452.6 435.3 470.7 443.0
Puls" 37.4 39.6 42.1 38.3 44.0 36.4 36.7 42.0 41.1 40.3 33.4
,.............................................................................................................................

la] Population tfire from 1981 *ords are provisional wnd are basd en the t 961 enwsws
nd the provisionalf ures vilable frm the 1991 census.
bIl Production figures rolate to agriculturel yeer, ulty-Jim.

Source: Economc survey, varou Isue.
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Table o8.1 (a)
KUm :uou Of t:IUMIALr PRStWTI3

(1980/81.100)

...............

ndie 1990/91 1991/92
-- - ---- .. -------------- -- - ----- ovor over

Weiht 1981/82 1985/86 1986/87 1967/88 19a8/8 1989/90 1990/91 1991/92 1909/90 1990/91

General Index 100.00 109.3 142.1 155.1 16.4 180.9 196.4 212.6 212.4 8.2 -0.1

Ninhrg and Quarrying 11.46 117.7 16t.5 177.9 18J.6 199.1 211.6 221.2 221.8 4.5 0.3

Electricity Generated 11.43 110.2 152.4 168.1 181.0 198.2 219.7 236.8 257.0 7.8 8.5

Manufacturing Index 77.t1 107.9 136.9 149.7 161.5 175.6 190.7 207.8 204.4 9.0 -1.6

Food produts 5.33 113.5 125.6 133.2 139.0 148.5 150.9 169.8 176.8 12.5 4.1
Beverages tobasco, etc. 1.57 104.3 112.1 98.5 84.9 92.1 103.0 104.8 119.1 1.7 13.6
Cotton textiles 12.31 99.7 110.4 112.5 111.2 107.8 112.3 126.6 128.2 12.7 1.3
Jute textiles 2.00 95.7 97.2 101.1 91.0 101.9 97.4 101.6 90.4 4.3 -11.0
Txtile products 0.82 96.7 112.8 87.1 91.7 134.2 151.7 103.2 97.2 -32.0 -5.8
Wood & wood products 0.45 153.2 223.2 246.1 161.7 171.7 176.0 197.2 185.0 12.0 -6.2
Paper & paper products 3.23 108.3 148.5 163.2 166.3 171.3 181.5 198.0 205.1 9.1 3.6
Leather & leather products 0.49 128.1 169.2 177.t 185.5 17M.4 188.3 194.3 181.5 3.2 -6.6
Rubber, plastic & petroteu prod. 4.00 119.2 153.0 149.6 155.1 168.3 173.5 174.0 172.2 0.3 -1.0
Chonical & chmical products 12.S1 116.9 1S4.3 175.5 200.9 233.4 247.6 254.1 261.3 2.6 2.8
Non-metallic mineral products 3.00 106.7 157.3 160.3 158.1 184.6 189.9 193.1 205.2 1.7 6.3
Basic metal & atloy products 9.80 100.0 117.0 126.8 135.6 144.9 143.7 158.8 168.0 10.5 5.8
Notal products 2.29 94.6 114.7 124.5 129.6 133.5 142.6 143.1 133.1 0.4 -7.0
Pachinery & machine tools 6.24 111.1 130.2 141.8 139.2 161.2 171.9 186.9 181.4 8.7 -2.9
ElectricaL machinery 5.78 103.9 200.6 254.7 335.2 346.0 459.2 563.6 492.9 22.7 -12.5
Transport equipment 6.39 108.1 135.8 144.9 151.9 171.3 181.1 192.5 189.3 6.3 -1.7
Niscellaneous products 0.90 149.2 152.7 235.4 272.1 306.3 333.2 321.8 269.8 -3.4 -16.2

... _.. _... .... _............. .......................................................

t.2 Provisional

Source: Ecownomc Survey, various Issues.
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Table NA.1Mb)
OLD ItEJ OF IlMIStRJAL PRODrzfiou

(1970U100)

Old Refsed
Iraustry Group "eight 1980/81 1981/82 1982/83 1m/84 Ueight 1983/84 1984/85 1985/86

............................................. ...........................................................................................................................

Mining & Grtyivr 9.69 151.9 175.8 193.8 217.3 9.69 217.3 234.8 245.7

Namufcturing 81.08 148.8 159.9 163.9 171.2 81.08 173.2 183.0 194.2
Feed rndustries 7.74 134.1 150.5 171.7 162.7 7.62 165.5 159.8 165.3
Bewroeg 1ndLtries 0.69 329.2 482.0 555.9 532.5 0.70 532.5 559.5 606.4
Tebcc industries 2.21 12.2 144.2 150.0 139.5 2.23 139.5 137.7 122.0
Textf les 17.43 155.7 113.0 104.8 111.7 17.61 107.0 116.6 118.9
Fooeear & Other Leerinr

Apparel. eto 0.34 72.4 86.9 77.7 91.1 0.34 91.1 93.1 96.7
eood & Cork except

Furniture 0.49 100.2 87.3 136.8 207.7 - -

Paper Products 2.24 135.7 149.6 151.8 150.4 2.26 149.6 171.7 192.9
Leather 8 Fur Product

except Footwear 0.32 97.9 93.7 80.8 77.9 - -

RthAbr Products 2.22 1S2.0 157.5 164.0 178.0 2.24 186.9 194.7 200.4
heNmical & Chemicat

Product 10.90 188.2 212.8 217.9 231.5 11.01 234.2 250.8 264.4
Petroteun & Cost Prodxcts 1.62 140.5 164.2 181.0 191.5 1.64 191.5 193.4 232.2
Non-Metattie Mineral

Produets 3. v 161.4 169.9 179.6 189.8 3.36 168.9 196.3 253.7
8asic Meftl tristrfes 8.84 137.5 144.1 161.4 160.8 8.93 163.8 173.1 184.7
Metal ProdLcts 6xetuding

Machinery & Transport 2.77 147.7 149.5 161.4 169.0 2.80 161.9 161.6 167.9
E=iiPsfpent

Nfg. of achirnery except
Etectrecat nechinery 5.55 221.8 239.0 238.7 258.9 5.61 275.7 287.1 288.5

Etectrical Nachinrwy.
Apparatus & Appliances 5.32 176.0 182.1 174.0 184.7 5.3S 183.2 190.7 202.6

Transport Equipment 7.39 130.6 145.2 142.5 162.6 T.46 182.9 195.4 215.0
Nfsceltanecus industries 1.68 108.9 92.3 89.5 78.5 1.72 72.6 90.7 99.7

Electricity Generated 9.23 202.9 223.6 238.9 254.6 9.23 254.6 285.0 245.7

General tndex 100.00 154.1 167.4 173.9 183.3 100.00 184.9 197.4 209.8
.............................................................................................. ..........................

Source: Economie Survey, 196-8r.

note: irdices of industrial production are previsionma.
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TeM. AB.2MA)
m tm OF IWUSTIAL POUUCTZ@3 -0 Wt tNMU

tome 19"0/llOO)

..... ........ ,,........ ,,,,,......,,,,..............,...................... .,.......,..........................

tIatry Grow Vs"e:n 19612 19oo low I9%A/ 1 5 17/06 19ar 199/90 199/91 199/92

Uwseesd Cleawifteotlis

BleC Irnstriot 39.42 110.9 1M.T 13.7 149.2 145.2 172.2 189.2 199*4 213.1 226.t
Capfto Goods tndustriee 16.43 106.7 15.5 127.2 140.7 14.3 192.r 206.6 251.4 291.7 256.3
Interudeato Goods Indatrles 20.51 103.7 114.9 125. 135.5 140.6 144.9 142.0 160.8 176.9 174.4
Cauar am.e Instries 23.65 113.8 113.6 l2.0 1nr.3 145.7 160.0 16.2 177.0 189.0 186.8

kurable Goods 2.55 110.9 140.5 170.0 202.8 241.3 259.6 317.5 325.0 359.7 317.7
No-Durabe Goods 21.10 114.1 110.5 116.1 129.4 134.1 147.9 148.0 59.1 18.3 168.8

Gnrat indme 100.00 109.3 120.4 130.7 142.1 155.1 146.4 180.9 196.4 212.6 22.4

Notes In the an sries of IIP with 198/1 as bae yaw, the rPnty dto uith the InR-bta_d eard setit-based
cllfffeatian are rot aml tble. The 1970 based wfts has bm disomntiued.

Pr e tonel

Sres: 1. econouic Survey, vaerIo Issues.
2. RBI Nonthly butttltn, Feb 1993 Isue.
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Tale A8.20b)
OLD luDEl 0 IltUAL PmB IWT - 0D 11 AD INPuT NU

(Se 197r100)
.................. .............. ....................................................................................................

Old ewvsed
Indl try Group Veaf$t 1960 1971 1975 19S 182 1SO 194 Usfght 1983 1984 1985

.............................................................................. ........................................................... ,,, --

Usew-ased Clssification

sale tinitries 32.28 45.1 104.6 129.0 164.6 303.6 214.9 240.1 33.23 214.6 237.8 253.8
Capital Goodo Inritries 15.74 4.5 . 13O.1 18.1 180.1 1.9 20.1 14.98 20.6 217.2 222.9
Intoseedlat Goods Indutries 20.ff 63.0 104.0 .7 140.7 140.6 160.3 143.0 21.33 151.5 160.7 181.0
Conswr omeb Indutries 31.0 .6 13.4 107.4 135.9 155.5 156.1 156.1 30.46 154.9 159.0 1a3.9

Durale Gomb 2.92 40.1 110.8 106.0 11S3 14.0 18.3 189.1 3.81 176.7 2 I8.1 245.3
Non-Durable Goods 28.11 72.6 102.4 107.6 133.7 156.0 154.6 154.4 26.45 151.8 152.0 152.3

InpuA-based Cltasifieation
A4ro-boad Industries 33.68 76.3 100.5 106.1 125.3 13T.? 143.6 141.9 32.99 141.3 142.7 148.6
Mtal-based Inrdstries 21.93 42.4 105.2 123.1 142.2 172.5 178.3 194.1 .39 188.0 203.0 213.3
Chedesl-beed Industries 12.86 40.8 111.9 128.9 17S.8 213.6 219.8 242.7 13.20 220.8 241.8 252.9

Sostoral Indicators
Transport 5qudpmsnt 8

Allied Intries 10.79 58.7 102.9 116.1 136.6 153.7 164.5 184.7 10.81 183.7 197.8 216.1
Eletrieity 8 Aliled

In fftries 14.53 29.0 106.6 131.5 187.3 215.6 2A.8 246.9 n.e n.a n.e n.a
Ener utut 18.51 n.e 102.7 132.0 171.0 217.5 233.1 256.6 18.53 232.0 256.5 275.5

Genral index 100.00 S5.3 104.2 11.. 150.6 17.0 179.9 191.9 100.00 181.2 194.2 206.2
.................................................................... ,,,,,,,.................---- .......

|oetes 1. Date prfor to 1970 with a 1960 bese hvev been bhamgod to 1970 bse.
2. sme of the ndustrfes reprosented in the sries of indax nuates of industrial production (1970*100) do n*t

filnd plae in any of the groups and s occur in both the elassfefiations.

Sources: 1. Reserve 8snk of IndIa, Report en Currency and Finance, verious lomS.
2. R U, Nonthly Oullettn, October 1986.



- 194 -

Table A8.3
PR00UCTIO OF SELECTED INDUSTRIES

.. .............. .............. .... ^,. .............................................

Units 50/1 60/1 70J1 80/1 84/5 85/6 86/ 87/8 88/9 89/90 90/91 91/92
... ..... "......... ................. _..................................... ......... ................. .................... ........................ ._........ .............

MINING
Coal (including lignite) mis tons 32.8 55.7 76.3 118.8 155.2 162.3 175.2 190.9 207.0 213.7 225.5 243.8
Iron Ore Mls tons 3.0 11.0 32.5 42.2 42.6 47.7 52.7 51.0 49.5 50.6 53.7 53.9
Petroleum Crude eta tans n.s. 0.4 6.8 10.5 29.0 30.2 30.5 30.4 32.0 34.1 33.0 30.4

METALLURGICAL INDUSTRIUS
Pig Iron mis tons 1.7 4.3 7.0 9.6 9.2 10.1 10.5 10.9 11.9 12.0 12.2 13.01
Steel Ingots (a) mts tmns n.o. n.e 6.1 10.3 10.8 12.2 12.2 12.9 14.0 13.7 -

Finished Steet ets tons 1.0 2.4 4.6 6.8 7.8 9.5 9.6 11.7 12.8 13.0 13.5 14.33
Aluminum (virgin metal) 000 tens 4.0 18.3 168.8 199.1 276.5 264.8 257.3 277.7 357.3 427.1 451.1 513.3

MECHANICAL ENGI EEING INDUSTRIES
Machine Tools MIs Rs. 3 70 430 1962 3028 2914 3571 38S9 5107 6515 M71 8325
Sugar Mill Machirery Mis Rs. n.e. 44 139 242 438 426 382 394 325 517 867 1050
Cotton Textite Machinery MIs Re. n.e. 104 303 3032 3505 3652 3961 4475 4840 6440 9454 10296
Cement Machinery MIs Re. n.a. 6 42 336 582 954 980 1250 2753 3146 2761 2251

Raitway Wagons (b) 000 no.. 2.9 11.9 11.1 13.6 13.0 13.1 15.2 13.4 20.2 29.0 25.3 25.2
Automobiles 000 nos. 16.5 SS.0 87.9 121.1 196.0 219.2 235.8 291.6 317.2 350.7 366.3 341.9
Comnercial Vehictes 000 nos. 8.6 28.4 41.2 71.7 96.8 103.0 106.0 119.9 115.3 125.5 145.5 149.8
Passenger Cars & Jeeps 000 nos. 7.9 26.6 46.7 49.4 99.3 116.3 129.8 171.7 201.9 225.2 220.8 192.1

Motor Cycles, Scooters 000 nos. n.a. 0.9 97.0 447.2 918.0 1221.6 1434.7 1541.0 1674.4 1753.8 1842.8 1608.4
and mopeds/scooterettes
Diesel Engines (stationary) 000 nos. S.S 44.7 65.0 173.9 170.3 183.9 187.2 160.0 167.0 152.0 158.4 159.6
Diesel Engines (vehicular) 000 nos. n.a. 10.8 3.2 5.2 7.3 6.8 n.a n.e n.e n.a n.a n.a
Poer Ornven PunpS MO nos. 35 109 259 431 496 512 459 516 593 464 519 531
Sewing Nachines 000 nos. 33 297 235 335 331 291 377 327 238 124 88 151
Bisyeles 000 nos. 99 1063 2042 4189 5893 5553 6119 6676 6703 6802 7084 7150

ELECTRICAL ENGINEERING INDUSTRIES
Power Transformers mis k.v.a 0.2 1.4 8.1 19.5 25.4 27.3 28.3 24.7 28.5 36.6 36.6 34.3
Electric Notors mis h.p 0.1 0.7 2.7 4.1 4.9 5.3 5.4 4.3 5.3 5.2 5.9 6.1
Electric Fans mls no.. 0.2 1.1 1.7 4.2 4.8 5.2 3.9 4.8 5.2 3.5 4.2 4.2
Electric Laofps mis nos. 14.0 43.5 119.3 198.1 276.6 270.7 283.7 256.6 247.5 251.7 274.4 288.8

Atumiranu Conductors 000 tons 1.7 23.6 64.2 86.0 53.2 61.1 58.0 40.9 29.5 57.8 67.6 56.9

CHEMICAL & ALLIED INDUSTRIES
Nitrogenous Fertilizers '000 tons 9 98 830 2164 3917 4328 5410 54M6 6712 6742 6993 7301
Phosphatic Fertilizers '000 tons 9 52 229 842 1264 1417 1660 1665 2252 1792 2052 2562
Soda Ash '000 tons 45 152 449 563 817 849 912 956 1175 1377 1385 1409
Caustic Sods '000 tons 12 101 371 578 684 727 764 958 903 933 992 1036
Paper and Paper Board '000 tons 116 350 755 1149 1376 1517 1569 1662 1726 1823 2008 2122

Automobile Tyres mIs nos. n.e 1.4 3.8 8.0 11.5 12.3 12.7 14.6 15.0 19.0 20.1 16.2
Sicycle Tyres mIs nos. n.a 11.2 19.2 27.0 31.2 36.1 29.7 31.8 26.0 25.6 24.8 22.6

Cement Mts tons 2.7 8.0 14.3 18.6 30.2 33.1 36.5 39.6 44.3 45.8 48.8 53.7
Reffned Petroleum Products MIs tons 0.2 5.8 17.1 24.1 33.2 39.9 42.8 44.7 45.7 48.7 48.0 47.8

................... ...........................................................................................................................................................................
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Table A.3 (contd ... )
PRDUCTIUI OF SELECTE 11 Ui TUhE

...................................................................... ....................................................................... .-----

Units 50/1 601 70/1 61845 81 05/6 878 88/9 89/9 90/91 91/92
............. .... -.---....................................................
TEXTILE INDUSTRIES

Jute Textiles '000 tans 637 1302 1060 1392 1370 1352 1394 1192 1369 1306 1430 1290
Cotton Yom a e kgs. 53 907 929 1067 113 1283 1302 1321 1310 172 1510 1450
Cotton Cloth bts mtres 4.2 7.4 7.6 8.4 9.0 12.5 12.7 12.6 13.7 13.9 15.4 14.6

"lit Sector bts metres 3.4 4.4 4.1 3.4 2.6 2.7 2.6 2.3 2.1 2.0 1.9 1.7
Oecentratised Sector 6Us metres 0.8 3.0 3.5 5.0 6.4 9.8 10.1 10.3 11.6 12.0 13.6 13.0

FOOD INDUTRIES
Stuar (e) '000 tanm 1134 3510 3740 5148 6143 70 850 9110 8752 10969 12047 1327t
Coffee '000 tens 21.0 62.1 71.4 139.5 140.6 160.3 139.5 164.4 166.7 175.0 128.S 137.9
Vansspati '000 tans 170 401 556 753 936 670 918 960 996 939 650 840
Tea mts kgs. 2m7 376 423 568 634 648 618 67B 690 700 705 743

ELECTRICITY GENERATED (d) bis kuh 5.3 33.0 55.8 110.8 156.9 170.4 167.7 202.1 221.4 245.4 264.6 286.7
. ............................................................................................................................

Sources Economic Swrvey, Varfo lossue8.

Mote: Data for 1991/92 18 provisfonal.

(a) Including mini-plants.
(b) Data for 1950/51 relates to clendar year.
(c) Anmual figures relate to the sugar season uifch is Octbwr-Septeaber from 1967/68. Earlier ft ws November-October.
(d) Relates to public utilities only.
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Table As.4
PRMDUCTION, IIMTS AID CONUMPTIOIN OF FERTILInERS

(000 nutrient tons)

........................................................................................................................
Year Nitrogenous (a) Phesphatic (b) Potassic total

............. ..................... ..................... .............. ............
Produ- In- Ceesu- Produ I- Carsu- Im- Consu- Produ- Im- Consu-

(April-Harch) etion ports option etion ports option ports optien ction ports aption
........................................................................................................................

1961/62 154.3 307.0 249.8 65.4 - 60.5 75.0 28.0 219.7 382.0 338.3
1962/63 194.2 244.0 333.0 88.2 10.0 82.8 41.0 36.4 282.4 295.0 452.2
1963/64 219.1 228.0 376.1 107.8 13.0 116.S 40.0 50.6 326.9 281.0 S43.2
1964/0s 243.2 232.0 sss.2 131.0 12.0 148.7 57.0 69.3 374.2 301.0 M.2
196s/66 237.9 326.0 574.8 118.8 14.0 132.5 73.0 7.3 356.7 413.0 784.6

1966/67 309.0 632.0 737.8 14s.7 148.0 248.6 118.0 114.2 4S4.7 898.0 1100.6
1967/68 402.6 867.0 1034.6 207.1 349.0 334.8 270.0 169.6 609.7 1486.0 1539.0
198/69 S63.0 844.0 1208.6 213.2 138.0 382.1 213.0 170.0 776.2 1195.0 1760.7
1969/7 730.6 667.0 1356.0 223.7 94.0 416.0 120.0 210.0 954.3 881.0 1982.0
1970/7 832. 477.0 1479.3 228.1 32.0 541.0 120.0 236.3 1060.6 629.0 2256.6

1971/72 949.2 481.0 1798.0 290.3 248.0 558.2 268.0 300.6 1239.5 997.0 26s6.8
1972/73 1OS4.S 665.0 1839.0 330.3 204.0 581.3 325.0 347.6 1384.8 1194.0 2767.9
1973/74 1049.9 659.0 1829.0 324.5 213.0 649.7 370.0 359.8 1374.4 1242.0 2838.5
1974/75 1186.6 884.0 1765.7 331.2 286.0 471.5 437.0 336.1 1517.8 1607.0 2573.3
1s/76 1508.0 996.0 2148.6 319.7 361.0 466.8 278.0 278.4 1827.7 163S.0 2893.8

1976/77 1862.4 750.1 24S6.9 478.3 22.8 634.9 277.8 319.2 2340.7 1050.7 3411.0
1977/78 1999.8 758.1 2913.0 669.9 163.9 866.S 563.1 506.2 2669.7 1485.1 4285.7
1978/79 2173.0 1232.1 3419.5 77.0 243.5 1106.0 517.4 591.s 2951.0 1993.0 5117.0
1979/80 2220.3 1294.6 3498.1 763.1 237.1 1150.9 473.2 606.4 2983.4 2004.9 s2ss.4
1980/81 2163.9 1510.2 3678.1 841.5 452.1 1213.6 796.8 623.9 3005.4 27s9.1 S515.6

1981/82 3143.3 1055.1 4068.7 950.0 343.2 1322.9 643.8 676.2 4093.3 2042.1 6067.8
1982/U 3429.7 424.6 4242.5 983.7 63.4 1432.7 643.7 726.3 4413.4 1131.7 6401.5
1983/84 3491.5 656.1 5204.4 1064.1 1.2.6 1730.3 556.4 775.4 4555.6 1355.1 771o.1
1984/85 3917.3 2008.6 S486.1 1317.9 745.2 1886.4 871.0 838.5 5235.2 3624.8 8211.0
1965/86 4328.0 1680.0 566.0 1428.0 816.0 2005.0 903.0 808.0 5736.0 3399.0 8474.0

1986/87 5410.0 1103.0 5716.0 1660.0 255.0 2079.0 952.0 850.0 7070.0 2310.0 8645.0
1987/88 5466.0 175.0 5717.0 1665.0 0.0 2187.0 809.0 880.0 7131.0 984.0 8784.0
1988/89 6712.0 219.0 7251.0 2252.0 407.0 2721.0 982.0 1068.0 8964.0 1608.0 11040.0
1989/90 6747.0 523.0 7386.0 1796.0 1311.0 3014.0 1280.0 1168.0 843.0 3114.0 11S68.0
1990/91 6943.0 414.0 7997.0 20S2.0 1016.0 3221.0 1328.0 1328.0 9045.0 2758.0 12546.0
1991/92 7301.0 566.0 8046.0 2562.0 967.0 3321.0 1236.0 1361.0 9863.0 2769.0 12728.0
1992/93 Eel 7300.0 1111.0 8400.0 2500.0 689.0 3191.0 1115.0 1066.0 10000.0 2915.0 12657.0

Average CXmpenrd Srcith Rate( per annuA)

1950/51- 75/76 17.9 15.9 16.2 15.6 14.0 19.2 16.1 17.9 17.4 15.5 17.1
1970/71- 80/81 10.0 12.2 9.5 13.9 30.3 8.4 20.8 10.2 11.0 15.9 9.4
1980/81- 90/9 12.4 -12.1 8.1 9.3 8.4 10.3 5.2 7.8 11.6 0.0 8.6
1980/81 -2.7 16.6 5.1 10.3 90.7 S.4 68.3 2.9 0.6 37.6 5.0
1981/82 45.3 -30.1 10.6 12.9 -24.1 9.0 -19.2 8.4 36.2 -26.0 10.0
1982/83 9.1 -59.8 3.7 3.6 81.5 8.6 n.s 7.4 7.9 -44.6 5.8
193/84 1.8 S4.S 23.2 8.2 124.9 20.5 -13.6 6.7 3.2 19.7 20.7
1984/85 12.2 206.1 S.4 23.9 422.6 9.0 56.5 8.1 14.9 167.s 6.5
1985/86 10.5 -16.4 3.2 8.4 9.5 6.3 3.7 -3.6 9.9 -6.2 3.2
1986/87 25.0 -34.3 1.0 16.2 -68.8 3.7 5.4 5.2 22.8 -32.0 2.0
1987/88 1.0 -84.1 0.0 0.3 - 5.2 -15.0 3.S 0.9 -57.4 1.6
198889 22.8 25.1 26.8 35.3 26.3 24.4 21.4 21.4 25.7 63.4 25.7
1989/ 0.5 138.8 1.9 -20.2 222.1 10.8 30.3 9.4 -4.7 93.7 4.8
1990/1 3.6 -20.8 8.3 14.3 -22.s 6.9 3.8 13.7 S.9 -11.4 8.5
199/92 4.4 36.7 0.6 24.9 -4.8 3.1 -6.9 2.5 9.0 0.4 1.5
1992/95 toe 2.7 96.3 4.4 -2.4 -28.7 -3.9 -9.8 -21.7 1.4 5.3 -0.6

(a) Excludes nitrogen mant for non-agricultural purposes.
tb) Exctudes data in respect of tonemeal and rockphosphate.
(c) Anticipated.
Sources: CII The Fertilizer Association of India, Fertilizer Statistics, various issues.

123 Economic Survey. various issues.
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TWble A8.5
INDIAN RAIWAT - EIST & PANUR TAFIC

............................ ,..........._..... ,..... ,........................

Pasrenw Troff fo
.................... .................................................

Revnua Earning Freight Traffic UG_4SdWtn Suburia [1
~~~~. ....................................... ...................................... .................................. ., .

Originating net tons- Averag_ Paseng Prs Averap Paassogr Passnger- Avere
tonrAge ki lometw tead orfginating kilotetwr load originating kimeters l.d

Year (mtn.tom) (ofilfon) (ktlters) (lftifen) (mIltion) (ktlmtwr) (millfon) (million) (bk)
.............................................................................................................................

1950/51 73.2 37565 S13 872 9M 66.8 412 6551 15.9
1955/56 92.2 5043S 541 780 54m 69.6 495 812I 16.4
1960/61 119.8 603 914 659 72.1 680 11770 17.3
196S/66 162 98978 611 1064 710 74.4 1018 116 16.9
1970/71 167.9 110696 659 1212 95136 78.S 1219 22964 18.9

1971/72 170.1 116894 687 1261 101079 80.2 17 262S0 19.0
1972/73 17S.3 12116 691 1268 106931 4.3 1385 a9 19.2
19t/74 162.1 109391 675 1217 1O06 88.5 1437 2 19.5
1974/75 173.6 121374 699 1056 99097 95.8 1373 271S7 19.8
1975/76 196.8 134874 68S 1306 15899 88.7 1639 32662 20.1

1976/77 212.6 144030 677 1498 126754 84.6 1802 37082 20.6
1977/78 210.8 1502S0 713 1576 13720 8.1 1928 393 20.4
197V79 199.6 143870 72 1606 149546 93.1 2113 439 20.6
1979/80 193.1 144559 749 1602 159927 99.8 1903 38730 20.4
I9808/ 195.9 147652 ?54 1613 167472 103.9 2000 41086 20.

1981/82 221.2 16425 743 1640 176822 107.8 2064 4365 21.3
1982/8 228.8 167781 733 1626 181142 111.4 2029 4S789 22.6
1985/8 230.1 168849 734 149 180808 121.3 1834 42127 23.0
1984/85 236.4 22 730 1449 182518 125.8 1884 44264 23.5
1985186 258.5 19600 760 1549 195175 126.0 1884 45439 24.1

19868 277.8 214100 m 1610 208067 129.0 1970 48411 24.6
1987/88 290.2 222528 767 1637 21762 133.0 2171 51859 23.9
1988u9 302.1 222374 736 1495 211819 141.6 2022 52023 25.7
1989n9 310.0 229602 741 1544 226045 76.9 2129 5493 25.8
1990/91 318.4 235785 741 59 2 6 147.6 2281 597 26.2
19D1/92 338.0 250238 740 1637 251174 153.4 2436 635a 26.1
1992/93 350.0 2S5630 730 1512 245678 162.4 2437 62476 25.6
1993/94 370.0 72412 76 1603 260420 162.4 2584 66225 25.6
.............................................................................................................................
Note: Figures for 1992M ore revised estfmBtes ad bLuet ostimtee for 1993/94.

a Passere bocked between stations within thl aburs areas of B;dw from 1i /8 onwards Suhubn passegr
traffic includes Metro Raflway, Calcutta.

Sources: Nnistry of Raflws, Railtwy Budget.
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Table A.6
PET1ULEIW SUw9

C1OS0DITY BALANW OF PETROLEUW AID PEIULI1 PROUCTS
(million Tanes)

70171 75/76 77M 79/80 80/81 81/82 M2O83 8384 84/85 SB5/88668W 87/88 88/8 80 90/91 91/92
(a]

................................ ................................................................................

A. CRUDE PETROLEIY
..................

I.Refinery Throughput 18.4 22.3 24.9 27.5 25.8 30.2 3i.2 35.3 35.6 42.9 45.7 47.7 48.8 51.9 S.8 51.4

2.Dcamstic Production 6.8 8.4 10.8 11.8 10.5 16.2 21.1 26.0 29.0 30.2 30.5 30.4 32.0 34.1 33.0 30.3
(a) On-shore 6.8 8.4 8.7 7.3 S.5 8.2 8.2 8.6 8.9 9.4 9.9 10.2 10.9 12.4 11.8 11.4
(b) off-shore 2.1 4.4 5.0 8.0 12.9 17.4 20.1 20.6 20.6 20.2 21.1 21.7 21.2 18.9

3.iwports 11.7 13.6 14.5 16.1 16.2 15.3 16.9 16.0 13.7 15.1 15.5 18.0 17.8 19.5 20.7 24.0

4.Exports - - - - 0.8 4.5 5.5 6.5 0.5 - *

M.1et luports (3-4) 11.7 13.6 14.5 16.1 16.2 14.5 12.4 10.S 7.2 14.6 15.5 18.0 17.8 19.5 20.7 24.0

S. PRODUCTS

1.Damestle Consuwption LW 17.9 22.4 25.5 29.9 30.9 32.5 34.7 35.8 38.5 40.8 43.4 46.4 50.1 54.1 55.0 56.8
of which:
(a) Naphtha 0.9 1.8 2.3 2.4 2.3 3.0 3.0 2.8 3.1 3.1 3.2 2.9 3.4 3.4 3.4 3.4
(b) Kerose 3.3 3.1 3.6 3.9 4.2 4.7 5.2 5.5 6.0 6.2 6.6 7.2 7.7 8.2 8.4 8.4
,e) Nish Speed Diesel 3.8 6.6 7.7 9.8 10.3 10.8 12.0 12.6 13.7 14.9 16.0 17.7 18.8 20.7 21.1 22.7
Cd) Fuel oils 4.7 5.8 S.8 7.1 7.5 7.2 7.3 7.6 7.9 7.9 7.9 8.1 8.5 8.8 9.0 9.1

2.Dmestie Production 17.1 20.8 23.2 25.8 24.1 28.2 31.1 32.9 33.2 39.9 42.8 44.7 45.7 48.7 48.6 48.3
Ca) Naphtha 1.2 1.9 2.1 2.4 2.1 3.0 3.0 3.6 3.5 5.0 5.6 S.5 5.4 5.2 4.9 4.5
Cb) Kerosen 2.9 2.4 2.5 2.5 2.4 2.9 3.4 3.5 3.4 4.0 4.9 S.1 S.2 5.7 5.5 5.3
Ce) Hish Speed Dieset 3.8 6.3 7.1 8.0 7.4 9.0 9.8 10.9 11.1 14.6 15.S 16.3 16.7 17.7 17.2 17.4
.d) Fuel oils 4.1 5.1 S.3 6.4 6.1 6.9 8.0 8.0 7.9 8.0 8.0 8.5 8.9 9.0 9.4 9.6

3. aWorts 1.1 2.2 2.9 4.7 7.3 4.9 5.0 4.3 6.1 3.9 3.1 3.9 6.5 6.6 8.7 9.4

4Axports Eel 0.3 0.2 0.1 0.1 n.s. 0.1 0.8 1.5 0.9 2.0 2.5 3.4 2.3 2.6 2.6 2.9

S.Nct laports 0.8 2.0 2.8 4.6 7.3 4.8 4.2 2.8 5.2 1.9 0.6 0.5 4.2 4.0 6.1 6.5

...........................................................................................................................

Soureet Ecannc Surv, various lssues.

[a Provisioal. 
tb3 Exclude rfinery fuel cansuption.
Eel Exetudas suppties of POL products to ptl.
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Table A8.B
_RAfTOON OF ELECTICITY 3 KIlO!

(In VA)

707 73/7 80/81 8WUs 8/86 84/ 8 / 8 87W88 88/89 89/o 90/91 91/92
........................................................................................................................-..---

1. Thotl (includes stean Dielt, Wind 8 Os)
Morthern 5615 9858 13691 179 20101 225 25M 29 3773 41237 4117 52133 60441
Wstern 864 1429S 2536 32168 35M0 4 7 483 54580 61802 63395 7307 76951 843
Southem 4031 6557 918 1345 14888 116 2064 24102 28066 30530 34025 35740 4037
Eastern 9643 12136 125 15360 1585 1672 189 19311 20765 21396 21552 20389 22M3
North-Eastern 225 6476 496 917 98p 87n 8 1 1244 1154 1224 1314 1191

Att-India 28162 43302 61301 M969 866 "5 114347 12J651 149614 157711 1786 186547 208734

It. Hydro
Northern 70W8 10110 15080 1856 19021 18224 19493 22024 2086 23568 25011 27157 27181
western 5005 639 7812 6550 T738 70w 6179 6151 5064 7538 6867 8312 8154
Southern 11436 13639 20283 20247 19520 24556 21146 21075 1M4 21636 24543 29168 296
Eastern 1559 2932 2962 2562 3146 3317 3174 3670 3194 3764 4112 532 5873
North-Eastern 160 182 406 478 519 844 1029 921 969 1362 1S83 1662 1893

ALL-india 252 33302 46542 483 49954 539 S1021 534 4744 5788 62116 7164 722

.tt. Nuclear
Northern - 533 1228 552 1244 1075 1283 1324 1394 1869 1732 2163 1054
western 2417 2094 1774 1470 1S8 1929 1960 2000 1605 1900 1545 1904 1711
Southern - - - - 44S 1071 1739 1698 2036 2048 1349 2074 2160

All-india 2417 2627 3001 2022 3546 4075 4962 5022 503S 5817 4626 6141 5525

IV. Utilities - All India S827 7921 11084 130264 140177 156859 17035018M4 202093 221396 24548 264329 266968
(I through III)

V. Self-Oeneration in Industry 5384 6695 8417 10035 10817 12346 13060 1356S 16890 19911 23226 25110 27500
an Rat tlys

VI. Total - Alt lndfe CtV wd V) 61211 85926 119261 140299 150994 169205 18390 201279 218963 241308 268664 289439 314488
.............................................................................................................................

note: Data for 1990/91 and 1991/92 are provisioalt.

Source: Centrat ELectricity Authority, Power Data Bank & Inforation Directorate.
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Tdile A8.8
ELECTRICITY coasuBPtlou BY SECTOR

(in 000 tYH)
..................................................................................................

Nining &
Year nufacs- Trans- Oc- Aert-

(upr11- Nardh) turing (a) port enstie cuture Othero Total
.................................................................. _...............

1953/54 5.00 0.60 0.70 0.20 1.10 7.60
1955/56 6.30 0.70 0.80 0.30 1.30 9.40
1960/61 11.60 0.80 1.30 0.80 2.20 16.90
1970/71 34.35 1.43 3.83 4.54 4.50 48.6S
1971/72 36.46 1.67 4.11 5.00 4.68 51.92

1972/73 37.54 1.79 4.31 S.92 4.86 54.42
1973/74 37.91 1.S 4.64 6.31 5.Z8 5S.71
1974/75 38.42 1.S6 5.17 7.76 5.47 58.38
197S/76 43.4 1.89 5.82 8.72 6.28 66.17
1976/7 47.98 2.21 6.34 9.62 6.88 73.03

197/78 49.29 2.34 6.82 10.11 7.39 75.95
19?V879 5.44 2.22 ?.56 12.03 7.78 84.05
1979/80 53.20 2.33 8.40 13.45 7.98 85.36
1980/81 55.35 2.31 9.25 14.49 8.30 89.70
1961/2 60.as 2.55 10.44 15.20 9.04 96.08
19821ES 61.71 2.68 12.09 17.82 1.0 104.37
19IM8 66.51 2.75 13.23 18.23 11.07 111.79
1984/8 73.52 2.92 15.50 20.96 11.71 124.61
1985/6 78.30 3.08 17.26 23.42 12.26 134.32
1986/6 81.98 3.23 19.32 29.44 13.66 147.6b
1987I/8 82.97 3.62 22.12 35.27 15.42 159.40
1988/69 92.05 3.77 24.?7 38.88 17.02 176.49
1969/90 100.40 4.07 29.58 44.06 17.01 195.12
1990/1 (b) 105.38 4.11 31.98 S0.32 19.74 211.53
199192 (b) 110.0B 4.47 35.56 58.10 21.40 229.61

Average Coapoun Groth Rate (1 per anu)

1953/54-75/76 10.33 5.35 10.11 18.72 8.24 52.75
197071-80/81 4.89 4.91 9.22 12.31 6.31 37.64

1960/81 4.04 -0.86 10.12 7.73 4.01 5.08
191/82 9.96 10.39 12.86 4.90 8.92 9.34
1982M 1.41 5.10 15.80 17.24 11.39 6.41
1983/4 7.78 2.61 9.43 2.30 9.93 7.11
1984/85 1O.54 6.18 17.16 14.98 5.78 11.47
19856 6.50 5.55 11.34 11.75 4.67 7.79
1986/87 .. 4.78 11.97 25.71 11.43
196/88 1.21 12.09 14.47 19.79 12.89 7.97
1988/S9 10.94 4.21 11.97 10.23 10.38 10.72
1969/90 9.07 7.89 19.43 13.33 -0.06 10.S6
1990/9 4.96 0.98 8.11 14.21 16.05 8.41
1991/92 4.46 8.76 11.19 15.46 8.41 8.55

..................................................................................................

Source: Central Etewtricity Authority, Power Dat Bank & Information Direetorate

Motes: (a) Include lndustrial power from utilities ptus net generation In the nron-utftites.
(b) Provisional.
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Table A8.9
COAL AM1 LIGNITE PIOOUCTIt

(Nillion Ternas)
,.............................................................................................................................

8/81 81l/2 82U83 83/84 84/85 a85/5 86/8 87/88 a 8889 890so 90/9l 91/92
.............................................. ........................................................................................ _

Coal I,d1i 101.0 109.0 114.7 121.4 130.8 134.1 164.7 159.0 171.5 178.6 189.6 204.1

Sirgareni Coal filotd 10.1 12.1 12.3 12.7 12.3 15.7 16.6 16.4 18.6 17.8 17.7 20.6
other 2.9 3.2 3.5 4.1 4.3 4.4 C.S 4.3 4.5 4.S 4.4 4.6

Totat Atll-ade (etAl.Lmnit,) 113.9 124.2 130.5 138.2 147.4 154.2 145.8 119.8 194.6 200.9 211.7 229.3

Colkno Cost 24.6 26.8 30.1 30.1 30.6 29.1 27.9 26.2 25.5 24.5 45.3 46.3
Norn Cok ng Coal 89.3 97.3 100.4 108.1 116.8 125.1 137.9 1S3.6 19.2 176.4 166.4 183.0

Lignite 5.1 6.3 6.9 7.3 7.8 8.0 9.4 11.2 12.4 12.8 13.8 15.8

Total ALl-lndis (nctl.LAgnite) 119.0 130.5 137.4 145.5 155.2 142.3 175.2 190.9 207.0 213.7 225.6 245.1

.............................................................................................................................

Sources: 1. Economic Survwy, various issaes.
2. Departenat of Coal.
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Table A9.1(a)
3EV INDEX NUBSERS OF VNOLESALE PRICES * BY YEARS

(Base 1981/82=100)

VEIGNTS 82/83 85/86 86/87 87/88 88/89 89/90 90/91 91/92 92/931cl [a8 T991 1992 0b

TOTAL fOOD ARTICLES 17.386 111.1 134.1 147.8 161.1 177.1 179.3 200.6 241.2 270.7 12.3 230.3 266.8 15.8

Food Grains 7.917 109.1 124.5 129.4 141.3 161.8 165.4 179.2 216.4 242.4 12.4 204.0 244.1 19.7
Other Food 9.469 112.8 142.1 163.2 177.7 169.9 19.9 218.5 261.8 294.4 12.2 252.3 285.7 13.3

INDJSIRIAL RAS At. 14.909 101.6 115.9 124.4 142.8 140.3 145.3 166.6 192.3 192.1 -0.2 186.3 193.8 4.1

Non-food Artifles 10.081 100.8 120.4 134.1 163.0 160.2 166.0 194.2 229.2 228.6 -0.7 221.8 231.4 4.3
inenrls 4.828 103.3 106.5 104.2 100.5 96.6 102.2 109.0 11S.5 11S.9 2.0 112.1 115.5 3.0

FiEL, POUER & ULI. 10.663 106.5 129.8 138.6 143.3 151.2 156.6 175.8 199.0 227.0 12.4 193.3 219.3 13.5

NANWF. POXCTS 57.042 103.5 124.5 129.2 138.5 151.5 168.6 182.8 203.4 225.5 10.4 203.0 220.8 8.8

Food Products 10.143 97.4 117.2 129.1 140.5 147.8 165.4 181.7 206.3 224.1 8.7 201.1 221.2 10.0
severae & Toe,eco 2.149 100.2 123.2 133.0 155.0 180.7 207.7 242.1 265.7 293.6 10.3 258.1 288.6 11.8
Textiles 11.545 104.8 119.5 116.0 126.6 139.6 158.2 171.2 188.4 200.4 5.9 183.4 198.S 8.2

Chemicals and 7.3S5 103.5 118.3 124.6 131.9 135.8 140.1 147.9 168.4 192.6 13.3 162.4 186.6 14.9
Chemical Products

Basic metals and 7.632 104.5 139.7 141.3 149.7 176.4 205.6 219.9 234.8 256.1 8.7 231.8 250.9 8.2
Products
bhinery and 6.268 102.8 121.4 127.3 132.3 150.8 166.2 180.2 208.3 230.7 10.2 200.4 226.7 13.1

Nachine Tools
Trasrport Eqpt. 2.70S 103.6 123.0 129.6 135.5 148.9 166.2 181.3 202.5 218.4 7.4 197.1 215.5 9.3

ALL COI IMITIES 100.0 104.9 125.4 132.7 143.6 1S4.3 165.7 182.7 207.6 228.5 9.6 201.4 224.7 11.5
... .. __. .. ......................................... ..................................................... ........................... ____.... ...

al) Percent hnge in fiscal year 1992/93 over 1991/92.
[b Percent change In ealendar year 1992 over 1991.
(el Provisional.
Note : This WPI series based 1981/82 was Introduced as of July 1989.

Sources: 1. Ninistry of Industry, Offcf e of the Economic Adviser.
2. Centre for Monitorfng Indian Economy, Trends In Inflation (April 1993).
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Table A9.1(b)
NX NWIRS OF M ALES PRICES - BY EON

(3e06 l970/1=100)
.......................... ...................................................... , _ _................

WEIus 80/81 81/82 82/83 83/84 84/85 85/8 6/87 8/88 488S9 t 198 1988 gm

TOTAL FO09 ARtTICLES 298.0 207.9 235.1 249.6 283.1 297.4 317.7 338.1 367.3 408.0 11.1 358.2 396.2 10.6

Food Grains 129.2 216.J 2W.4 248.8 275.8 216.2 25.8 28.6 331.9 389.9 17.5 318.6 376.4 18.1
Other Food 168.8 201.2 233.3 250.2 290.3 313.6 334.5 369.4 39.4 421.9 7.0 38.5 411.4 5.9

IDUSTRIAL RAU PAT. 118.? 311.5 338.1 369.3 356.6 392.8 365.1 373.0 40.8 418.8 *0.5 40.8 424.9 5.5

Ne-Food Articles 106.2 217.7 240.5 282.9 281.6 319.6 287.0 305.4 38.6 580.1 -1.4 365.9 W3.9 6.0
inerals 12.5 1110.2 1168.6 1105.6 994.0 1015.1 1030.2 48.8 720.5 748.7 3.9 717.5 39.9 3.1

FUEL PCOER & LW. 84.6 354.3 427.S 459.7 494.8 518.4 579.9 619.2 6S2.0 677.4 5.5 632.0 669.3 5.9

wUF. PROWDCTS 498.7 257.3 270.6 272.1 295.8 319.5 342.6 359.4 384.6 414.4 7.8 376.2 407.1 8.2

Food Prodocts 133.2 308.7 298.9 260.0 298.9 323.8 346.2 381.8 412.7 419.2 1.6 404.8 422.1 4.3
Beverage & Tobacco 27.1 210.7 217.4 218.7 246.2 254.0 296.9 348.0 360.4 379.0 5.2 358.1 372.6 4.1
Textiles 110.3 212.7 223.9 232.8 249.6 280.1 2?5.8 271.3 298.3 329.6 10.5 291.0 319.8 9.9

Chandoals and 55.5 241.3 260.2 269.2 281.6 292.1 310.9 329.0 352.7 374.1 6.1 34S.6 368.6 6.7
Cheomlal Prodbuts

3sal metals & 59.7 272.1 317.1 354.6 381.0 419.8 477.1 478.7 511.9 598.6 16.9 493.5 S78.4 17.2
Products

Nchinery and 67.2 239.4 265.1 277.9 289.6 303.6 337.9 355.8 372.2 413.0 11.0 365.8 398.4 8.9
Transport Eqpt.

ALL CWSIODITIES 1000.0 257.3 281.3 286.7 316.0 338.4 357.8 376.8 405.4 435.3 7.4 395.7 428.1 8.2

to Percent chow in fiscal year 1988/89 over 1987/88.
M Pecent chng in coltndgr year 988 over 1987.
Note s This WI sertes based 1970/1 has been diseontinued as of July 1989.

Soures: IH Ninistry of tInstry. Office of the Economic Advfser.
2. H.L. Chadok Wholesale PrIee Statistics 1947-1978, pjblished by the Economic and Scientific Research

Foundation, 1979.
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tebte A9.2
amiTRiWTI co Isum"I C500DITIE9 TO
EUCEPA It UPI 33 CAUEIIM VWA 1992a)o

1192 e 19 l" Cotrition........................................... ........................................................................... , 
Nsidst 199 192 Peoai l:lue to ehaoe in W

ArIcultt 2V."? 22.9 2.A 11.9 31.4
Foo 13 0.35 2".0 IS.O 2.9

coets 6.a4 W.43 aua.50 a2.a 13.0
Pulte" 1.9 M164.5 .440 4.2 0.5
Otber 9.40 82.5 M.? 13.2 13.3

am-Food 10.001 220. 2A1.40 4.0 4.5

N rlts 4.CM 112.06 115.50 3.1 0.7

Fult aid Pas 10.4 13.0 219.50 13.6 11.9
coat 1.2 WAS.0 9.50 26.7 3.3
rieralt ofto 6.46 175.9 195.40 11.3 5.6
Electrflity 2.741 216.29 241.60 11.7 '.9

Newfameud Prodstf 57.041 19?.74 220.0 11.7 55.
Food prodiuts 10.143 200.45 2".20 10.4 6.9

tiewr 4.059 15T.0? 173.50 9.9 2.7
Edible olls 2.445 22.09 270.20 3.1 0.8
Othr few prejAt 3.9 206.5 241.5 16.9 5.4

Taitite 11.45 18.00 198.50 6.5 7.6
Caut O."6 192.91 207.60 T.J 0.6
Iron end Stool 2.41 2.56 227.30 0.5 1.8
Capitat ob 6, 19.4w 226.70 13.5 7.2
Othe 5.729 201.9 229.1 13.5 29.7

ALL CMWOITIEU 100.000 201.11 224.70 11.7 100.0
Of sAidi

Agricultue-hsd 7.610 219.7 245.0 11.5 40.3
MnA0ioultwrt 42.390 169.9 212.5 11.9 59.7

......................................................................................................

M VeiMted sh_ of edoinodity fn tot _tuto chg in Lmeteoto Price Inome.

Ses Ninistty of tnAtry* Offloe of the Eewae Adview.
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Table A9.31a)
NEU PRICE INDICES Of SELECTED AGRICULTURAL COSOIOITIES ta)

(Base 1981/821OO)

CNODITnY GRQUP UEIGHT 8283 84/85 85/86 86/87 87/88 88/89 89/90 90/91 91/92 92/93tel tcl c i991 1992
...................................................................................................................... ....................................................... 

CEREALS 6.824 111.5 114.9 122.4 129.6 139.4 155.7 159.0 171.5 211.3 240.0 13.6 197.5 242.5
Rcee 3.685 115.0 121.4 126.9 134.2 145.8 161.2 168.7 178.3 217.1 248.8 14.6 203.2 248.3
wheat 2.248 111.2 110.8 119.0 127.0 134.5 154.1 148.2 172.1 203.7 226.6 11.2 193.7 229.4
Josar 0.420 92.0 98.2 101.4 108.5 112.9 126.5 150.8 131.9 199.5 254.1 27.4 174.9 264.4

PULSES 1.093 94.2 130.8 138.0 128.3 153.4 199.7 205.7 227.5 248.5 256.9 3.4 244.8 254.6
Grahm 0.410 78.1 126.4 144.9 107.9 123.3 196.3 198.3 210.4 196.5 214.8 9.3 199.4 201.1

VEGETABLES & FRUITS 4.089 110.5 145.3 135.3 169.4 180.2 185.1 170.5 204.1 252.9 271.8 7.5 244.9 265.6
Potatoes 0.472 115.6 113.3 137.8 261.9 178.3 166.2 170.2 231.1 292.8 246.7 -15.7 289.2 258.4
Bananas 0.468 107.8 118.4 121.7 153.8 155.7 166.6 175.1 183.6 227.0 263.4 16.0 214.8 259.0
Oranses 0.274 129.4 163.6 231.7 184.8 229.4 277.9 173.6 193.5 241.4 244.9 1.4 237.8 233.5
cashew Nuts 0.115 80.8 108.7 126.6 160.5 166.3 164.5 174.3 193.4 286.8 287.0 0.1 259.9 292.5

CONDIOENTS & SPICES 0.947 120.4 159.5 165.6 193.2 237.6 262.1 226.3 284.6 417.7 513.4 22.9 381.5 505.9
Chillfes 0.319 96.2 131.8 136.9 76.7 115.5 260.9 179.0 126.9 333.3 341.9 2.6 279.0 382.1

FIBERS 1.791 92.0 144.7 109.3 96.7 136.1 149.7 165.9 174.4 242.1 216.6 -10.5 226.3 229.1
Raw Cotton 1.335 86.9 116.3 95.0 86.6 ¶33.4 140.9 146.9 145.5 238.0 218.2 -8.3 217.1 230.9
Raw Jute 0.160 119.9 382.8 196.5 124.8 147.0 198.1 271.1 359.9 256.1 203.5 -20.5 287.3 210.2

OILSEEDS 3.861 97.7 120.5 110.1 137.5 179.1 151.3 151.4 194.9 234.7 230.9 -1.6 227.8 2;8.4
Groundhut 1.296 97.1 118.0 112.3 137.8 168.8 154.5 155.6 208.5 245.2 236.5 -3.5 240.3 246.8
Rape 8 Nustard 0.661 89.7 109.2 96.8 128.4 178.7 143.0 136.4 199.5 221.4 206.6 -6.7 223.3 212.4

OTHER COXN3ITIES 4.944 109.0 130.0 136.5 147.4 159.9 171.9 188.3 212.3 226.1 239.4 5.9 221.3 228.2
TeO 0.564 120.2 198.8 155.4 168.6 172.8 182.7 283.1 300.2 270.4 305.9 13.1 277.7 278.3
Coffee 0.125 102.9 156.7 167.0 168.2 176.5 182.7 191.8 307.6 291.8 278.0 -4.7 310.6 270.4
Sugarca ne 2.706 100.9 109.5 121.2 134.0 141.3 149.8 165.4 179.4 190.8 214.2 12.3 185.2 204.2
Tobacco 0.275 117.1 120.9 125.6 138.9 157.9 162.4 181.2 256.3 294.0 280.2 -4.7 300.5 286.5
Rubber 0.114 98.7 112.0 117.0 113.1 121.3 121.4 .140.9 143.0 144.4 177.1 22.6 142.1 169.5
Tilber 0.571 133.5 164.5 160.4 177.9 204.3 244.1 238.0 245.5 261.9 263.6 0.6 255.2 267.1

TOTAL tb3 23.549 106.6 129.1 127.0 141.5 161.6 169.4 171.3 196.9 237.8 253.9 6.8 227.5 253.0

.................. ........................................ ..................... W............................... _.................. ......................... ,,_

Sources: 1. Ninfstry of Industry, Offfee of the Economie Adviser.
2. Centre for Monitoring Indian Economy, Trends in Inflation (April 1993).

Notes: (a] Excludes fisheries, livestock and dairy products.
(W Total food articles (17.386) plus nan-food industrial raw mterials (10.081) less weightage of

milk and milk products,fisheries and hIdes & skins (3.918).
cl] Percentagp chanoe in fiscal year 1992/93 over 1991/92.
tdl Percentage change in calender year 1992 over 1991.
Eel Provfsional.

This WPI series based 1981/82 was introduced as of July 1989.
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Table A9.3tb)
PRICE INDICES OF SELECTED AGRICULTURAL CWIXODITIRS tal

(Base M970/la00)
...........................................................................................................................

CONmOOITY GROUP WEIGHT 80/81 81/82 82/83 83/84 84/85 85/86 86/87 87/88 88/89 EC] 1967 1988 tdo

CEREALS 107.43 195.1 216.9 237.9 258.3 244.9 261.7 276.4 299.0 333.1 11.4 289.3 325.4 12.5
Rice 51.31 205.6 226.1 256.9 290.7 273.3 284.4 302.1 32s.9 363.7 11.6 316.3 357.4 13.0
Uheat 34.17 176.2 191.6 214.1 217.4 209.6 225.9 238.6 258.9 292.0 12.8 250.4 281.7 12.S
Joier 8.39 194.2 241.5 221.5 241.1 241.5 240.1 260.7 273.6 311.4 13.8 272.0 286.8 S.4

PULSES 21.79 323.2 338.7 302.2 346.7 430.6 443.4 408.2 494.4 669.7 35.5 463.4 619.3 33.6
Grams 10.39 369.5 382.2 301.8 328.0 489.2 561.6 412.7 4?7.2 754.9 58.9 441.2 673.8 52.7

VEGETABLES & FRUITS 61.32 213.0 243.1 250.0 300.8 304.0 358.1 429.8 439.7 449. 2.2 437.8 442.9 1.2
Potatoes 10.12 182.5 137.8 150.9 216.2 163.4 183.1 360.1 259.0 21.7 -14.4 270.6 226.0 -16.5
Bananas 6.48 213.9 263.4 2S8.7 296.3 350.1 362.8 432.3 "49.0 472.7 5.3 444.2 477.4 7.5
Oranges 4.30 163.5 194.2 204.6 281.7 271.0 438.s 358.0 409.4 512.7 25.2 388.8 499.0 28.3
Cashew Nuts 3.10 399.3 493.6 397.8 442.7 542.1 625.7 803.9 833.5 829.6 -0.5 845.8 807.8 -4.5

CONDIMENTS & SPICES 10.94 122.2 170.6 186.3 198.8 279.6 260.2 204.5 275.2 376.3 36.7 251.6 3S6.0 41.5
Chillies 5.02 116.2 211.0 168.9 121.9 278.5 262.9 138.3 206.2 446.0 116.3 173.6 396.8 128.6

FIBERS 31.73 179.7 215.7 199.8 227.5 303.4 231.3 194.7 286.8 306.4 6.8 264.3 309.5 17.1
Raw Cotton 22.46 182.9 227.3 199.5 221.6 261.0 215.5 184.7 299.1 306.3 2.4 271.7 317.6 16.9
Rae Jute 4.29 129.4 137.3 162.8 234.1 519.5 273.2 174.7 203.5 2s9.4 27.5 197.6 235.1 19.0

OILSEEDS 42.01 230.7 253.8 250.0 302.5 322.4 285.3 347.4 444.6 396.2 -10.9 423.3 422.6 -0.2
Groundmut 18.21 224.8 270.5 264.6 302.0 323.2 307.5 372.4 459.3 427.8 -6.9 429.9 459.7 6.9
Mape & Mustard 8.22 269.9 265.1 243.7 321.8 278.2 247.0 334.6 470.9 367.0 -22.1 453.5 397.4 -12.4

OTHER COMMOOITIES 45.s9 207.2 225.9 262.2 324.9 353.8 335.9 349.3 368.4 399.9 8.5 361.5 387.9 7.3
Tea 11.49 226.6 242.9 286.2 440.6 494.3 412.9 423.6 420.5 438.7 4.3 429.0 416.2 -3.0
Coffee 1.61 129.0 139.0 142.1 173.0 216.8 221.9 228.1 249.8 263.2 5.4 249.4 252.3 1.2
$uvrcane 16.42 188.6 189.9 190.6 200.0 208.1 229.6 251.4 265.0 282.2 6.5 259.4 277.5 7.0
Tobacco 8.07 147.0 138.8 188.0 238.9 190.0 200.8 230.0 297.0 285.9 -3.7 280.2 281.9 0.6
Rubber 1.28 255.0 301.2 296.7 359.4 333.6 349.2 336.5 358.8 379.9 5.9 358.7 374.4 4.4
Timber 3.34 407.1 555.8 739.5 847.1 945.6 826.1 868.3 956.4 1183.1 23.7 907.3 1101.4 21.4

TOTAL lb] 320.81 209.6 234.6 244.1 282.6 301.4 304.4 323.8 366.1 394.8 7.8 353.6 388.9 10.0

Sources: 1. Ninistry of Industry, office of the Economic Adviser.
2. H.L. Chandhok, Wholesale Price Statistics, 1947-197M published by the Economic and Scientific Research

Foundation, 1979.

Notes: Ca) Excludes fisheries, tivestock and dairy products.
Cbl Total food articles (297.99) plus non-food industrial raw materials (106.21) less wieghtage of

milk and milk products,fisheries and hides & skins (83.39).
gc Percentage change in fiscal year 1988/89 over 1987/88.
Cdl Percentage change in calendar year 1988 aver 1987.

This WPI series based 1970/71 has been discontinued as of July 1989.
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Table A9.4
#LECTED PRICE IlDICES

...........................................................................................................................

fholesale Prfee Com ?r Price Index lqpltcft Prlee Deflator IaplIcIt PrfCe Deflator
Index for Industrfal Workers for Prfvate Ceonsurptin for Gross Domastfe

Year Expendfture Capital Formation
(1970/1a100) (1981A/100) (1960=100) (19820100) (1970/l1100)(1980/11uoO) (1970/1.100) (1980/13100)

to] to] ti tb

1950/51 35.7 * * 40.1
1951/52 50.4 - 86 42.4
1952/53 44.1 86 - 42.0
1953/54 46.2 or7 - - 42.7
1954/55 43.0 e8 l - 45.3

1955/56 40.8 79 - 44.2
1956/57 46.5 a8 - - 45.9
1957/58 47.9 - 92 45.1
1958/59 49.3 97 52.8
1959/60 51.7 - 101 - - - 53.4

1960/61 55.1 - 102 5 56.4 - 56.2
1961/62 55.2 104 - 58.0 - 58.9
1962/63 57.3 * 108 - 59.8 60.6
1963/64 60.9 - 113 65.2 - 64.3
1964/65 67.5 129 - 71.3 - 66.9

1965/66 72.7 - 139 - n.7 - 71.2
1966/67 82.8 - 1S7 - 89.3 81.5
1967/68 92.4 * 175 9.9 9 86.9
1968/69 91.3 - 174 - 97.0 88.8
1969/70 94.8 177 101.5 - 94.1

1970/71 100.0 - 186 - 100.0 - 100.0
1971/72 105.6 - 162 104.5 105.7
197/73 116.2 207 - 116.8 - 114.0
1973/74 139.7 250 - 139.0 - 129.9
1974075 174.9 - 317 167.1 - 162.2

1975/76 173.0 - 313 - 158.3 - 174.9
1976m 176.6 - 301 - 163.5 179.4
1977/78 185.8 - 324 - 171.6 - 183.7
19789 185.8 - 331 - 178.6 - 197.2
1979/80 217.6 360 - 203.8 229.3

1980/81 257.3 401 221.3 100.0 257.4 100.0
1981/82 281.3 100.0 451 - 243.7 108.6 289.3 111.5
1982/83 288.7 104.9 486 - 258.9 116.7 315.7 120.0
1983/84 316.0 112.9 547 - 285.6 124.4 347.3 133.6
1984/85 338.4 120.1 582 - 301.8 133.3 378.4 146.7

1985/86 357.7 125.4 620 - 328.7 141.4 413.9 159.6
1986/87 376.8 132.7 674 * - 149.3 169.3
1987/88 405.4 143.6 736 * - 165.4 179.0
1988/89 435.3 154.3 803 163 - 177.1 194.9
1989/90 - 165.7 173 - 176.3 - 215.2
1990/91 - 182.7 - 193 * 213.7 - 240.2
19P1/92 - 207.8 - 219 - 236.1 294.2
1992/93 - 228.5 240 -

...... ............. ..... ............................... ...............

Notes:
(a) New Series en Priee Indies with the respective bs yrs.
Ibl New SerIes on Nlationt Aceowts Statistics with 1980/81 as Base Year.

Sources: 1. Nfnistry of Industry, Offiee of the Econrc Adviser.
2. N.L. Chsndok, Wholesalt Price Statisties 1947-1978,pubtished by Ecnmic nd Scientffic FNundation,1979.
3. Nfnistry of Labor, Labor Surou, Simtl.
4. Central Statistical Organisation, Natioral Aceconts Statistics, var10u issues.
5. Uorld Bank staff estimates.
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TABLE A9.5
CONSUNER PRtICE INDEX NItERS FOR INDUSTRIAL WORKERS, tMBAU NO-AAL EVPLOYEES AND AGRICULTURAL LABORERS

............................................................ ,, ... ,,,,,,,,.*,.......................

Industrial Workers Urban Non-Manult Agricultural Laborers tbl
Year Employee .............................

.. ........... Food Indx Ceneral Index ................ Food Index CGenral Index
(April-March) OLD NEW OLD NEW OLD NEW (1960/61-100) (1960/615100)

1960/61 108 - 12 100 [el l 100 100

1970/71 201 - 186 14 - 206 192
197M 6 342 313 a n 345 317
1977/78 346 324 - 298 * 349 323
1978/79 347 - 331 - 306 - 340 317
1979/80 373 360 - 330 - 390 360

1980/81 419 401 - 369 * 448 409
1981/82 476 - 451 - 413 - 491 448
1982/83 5O8 486 - 446 - 527 481
1983/84 581 - 547 - 492 573 522
1984/85 607 582 - 532 - 569 525
1985/86 638 620 568 600 SSS
1986/87 700 - 674 613 - 623 578
1987/88 767 736 - 668 - 706 650
1988/89 839 168 803 163 724 136 791 n24
1989/90 * 177 * 173 - 145 814 752
1990/91 - 199 193 - 161 900 803
1991/92 - * 219 - 183 - 958

Average of weeks
1990

March 178 - 177 149 789 736
June - 189 - 185 155 .17 759
September - 197 191 159 8S6 792
December 207 - 199 - 165 898 828

1991
March 207 - 201 - 169 931 858
J une - 219 209 174 949 876
September - 234 - 221 - 184 1072 975
Deceaber n.a - 225 187 n.e 1008

1992
March n 229 192 n.o 1046
June - n.s - 236 197 n.o 1068
September n.s a 243 * 204 n.e 1112
December - n.a - 243 - 205 n.s 1067

Averae cowpound growth rate (X per amsn)
1950/1-1975/6 5.6 5.4 - 5.2 Ecl 6.4 5.91c2
1970/1-1980/1 7.6 - 8.0 7.8 * 8.1 7.9
1985/86 5.1 6.5 - 6.8 - 5.4 5.7
1986/87 9.7 - 8.7 7.9 3.8 4.1
1987/88 9.6 9.2 9.0 13.3 12.5
1988/89 9.4 * 9.1 8.3 - 12.0 11.4
1989/90 - 5.1 6.3 - 6.6 2.9 3.9
1990/91 - 12.4 11.6 11.0 10.6 6.8
1991/92 - n.a - 13.5 - 13.7 19.3

Percentage Change in Index over the
corresponding month of prevIous year

March * 16.3 - 13.6 - 13.4 18.0 16.6
June - 15.9 13.0 - 12.3 16.2 15.4
September - 18.8 - 15.7 15.7 25.2 23.1
December n.r - 13.1 - 13.3 n.s n.e

1992
March - n.e - 13.9 13.6 n.a 21.9
June - n.o 12.9 - 13.2 n.e 21.9
September n. - 10.0 - 10.9 n.s 14.1
December n.a - 8.0 9.6 n.e 5.9

Note: OLD Indpx refers to the 1960=100 series. New series are based 1982 and 1984/85 respectively for the series on
Industrial Workers & Urban Non-mwal Workers.

Cal Relates to the period January to March. [Ee Relates to the period 1955/56-1975/76.
LW Indices relate to ArofeuLturel Years (July-June).

Sources: 1. MinIstry of Labor, Labor Bureau, Simta.
2. Central Statistfeal Organization.
3. Economic Survey, various Issues.


