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CHAPTER I-INTRODUCTION

TERMS OF REFERENCE OF THE COMMITTEE

The Committee on Utilisation of External Assistance was constituted
by a Resolution of the Government of India in the Ministry of Finance,
Department of Economic Affairs (No. F. 12/35/63 EF Co-ord. dated the
19th June, 1963). The circumstances leading to the appointment of the
Committee are described in the Resolution as follows:—

“With the growing momentum of development and the diversifi-
cation of the economy, there has been a significant in-
crease in the range and scale of foreign aid operations in
the country in recent years. The expeditious and effective
utilisation of available external assistance has become an
important factor in accelerating the pace of development. It
has been decided, therefore, to set up 2 Committee under the
Chairmanship of Prof: V. K. R. V. Rao, Member, Planning
Commission, to examine the present procedures for the
negotiation, allocation and disbursement of external assist-
ance and to suggest measures in the light of such examina-
tion to ensure speedier and more efficient utilisation of
available assistance in keeping with priorities in the Plan.”

“The Committee will consider problems associated with the utili-
sation of external assistance from all sources and in all
forms and will hold discussions for this purpose with repre-
sentatives of Government Departments as well as of the pub-
lic sector enterprises and private trade and industry. The
Committe will also examine the problems encountered by
private sector in its search for foreign technical collabora-
tion or foreign capital investment.”

2. Composition of the Committee:
The Committee consisted of the following:—
Prof. V. K. R. V. Rao, Member, Planning Commission—Chairman.
Shri B. N. Adarkar, Additional Secretary, Ministry of Finance.
Shri P. Govindan Nair, Additional Secretary, Ministry of Finance.
Dr. I. G. Patel, Chief Economic Adviser, Ministry of Finance, and

Shri V. K. Ramaswami, Economic Adviser, Ministry of Industry
(Member-Secretary) .



3. Acknowledgements:

The Committee addressed a number of Chambers of Commerce,
Associations of Trade and Industry, Ministries of the Ceniral Govern-
ment, Chief Ministers and Secretaries of the State Governments, Public
Sector undertakings and prominent businessmen. Attached as Appendix
1 is a list of those from whom replies have been received. The Committee
also had a number of meetings with both non-officials and officers of the
Government of India. It takes this opportunity of expressiug its appre-
ciation of the full cooperation it received from all concerned.

The Committee would also like to place on record its appreciation of
the work done by Shri V. K. Ramaswami their Member-Secretary and by
Shri K. Srinivasan, Officer on Special Duty, Department of Economic
Affairs; Shri V. K. S. Nair and Shri N. §. Taneja analysed aid statistics
and Dr. J. Krishnaswamy undertook case studies for the Committee,



CHAPTER II
ANALYSIS OF ASSISTANCE RECEIVED

4. A number of steps are involved in the negotiation and utilisation of
external assistance, and several. different types of aid are made available.
1t will be useful to set out the various steps involved and the main types
of external assistance.

5. The first step is 4« commitment or pledge of assistance, which cons-
titutes an indication of the willingness in principle of a eountry of an
institution to grant assistance of a specified amount. This is in the nature
of an advance commitment which helps the recipient country to plan
utilisation over a corresponding period. In the case of countries and ins-
titutions which are members of the Aid India Club (India Consortium)
the pledges of assistance are made after a review of the development of
the Indian economy and the requirements of furcher assistance at Consor-
tium meetings. The U.S.S.R. and other countries, which are not rnem-
bers of the Consortium, pledge assistance after bilateral discussions. The
pledges of aid are subject to appropriate legislative action or other au-
thorisation by the lending country or institution and to the conclusion of
bilateral loan agreements.

6, The next step is the authorisation of aid, which is secured when a
formal loan agreement has been concluded. In a number of instances,
the conclusion. of the loan agreement would take place after the detailed
requirements of the projects to be financed from the assistance have been
worked out. In other instances, such as in the case of leans to cover raw
‘material or miscellaneous machinery requirements, the loan authorisation
may tzke place at an' earlier stage.

7. Loans may be tied to projects or alternatively they may be available
for non-project purposes. When loans are project-tied, they can be uti-
lised only for the import of equipment for the specific identified project.
It may be mentioned that loans from the International Development
Association, while tied to projects, can also be drawn to cover expendi-
tures incurred within India in rupees. Loans, which are not tied to pro-
jects, may be available to finance imports of components and raw
materials, or in some few cases they may be granted to postpone .debt
repayments falling due. For example, the US AID has given some loans
for import of raw materials such as metals and fertilisers while West
Germany has extended loans for refinancing debt repayments due - on
Rourkela,

. A detailed account of proceaures for usze of various loans can be foungd
in Appendix II.
3
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8. There is another sense in which assistance may be tied. This relates
to the permitted sources of supply of materials to be financed by the
assistance. In the recent past, nearly all country assistance has been tied
to purchase in the countries providing aid. The IBRD and IDA loans
are however not so tied.

9. Some countries (e:g. Franceé, Belgium and Italy) extend medium-
term credits on a ‘supplier to importer basis’, This is because the insti-
‘tutional -arrangements-in these countries aré such that suppliers’ credits
are easier to arrange than direct Government lending. The credit risk of
the supplier is covered by the country concerned under a suitable export
credit insurance scheme.

10. In the case of assistance to finance imports into India, the dis-
bursements are related to the payments to the foreign suppliers with
whom orders have been placed. The utilisation. is effected primarily by
either of two methods—the letter of commitment procedure and the re-
imbursement procédure.

Letter of ‘commitment procedure: The letter of commitment proce-
dure is an undertaking by the lending country/institution. to the banker
of the suppliers that at the request of theé borrower through a letter of
ctedit, the banker is to make payments to the suppliers and ~ that the
amounts so paid will be rcimbursed to the banker by the lending coun-
try/institution. This procedure is in vogue in respect of the credits made
available by the International Bank for Reconstruction and Develop-
ment {LB.R.D. or World Bank) ‘and some of the loans from the United
States. Agency for International Development (US AID). A variation
of. the letter of commitment. procedure is the “Direct Payment” method
under which payments to the suppliers are made directly out' of ' the
credit. This system is in operation in respect of UK., and TBRD ciedits.

-Reimbursement Procedure: Under this system payments to the sup-
phe%'s are made initially through normal banking channels from free
f_Ofe‘g“ exchange.. After payments have been made the individual im-
porters are required to supply to the borrower, who in this case is the
Government of India, connected documents e.g. receipted invoice, a cer-
tificate of origin of the goods etc. These documents are later presented
to the lender to claim reimbursement of the amount already paid to the
suppliers. Under the reimbursement procedure, there is an initial outgo
from the foreign exchange reserves of the importer's' country, which is
subsequently recouped from the loan account.

The reimbursement method is more popular among suppliets as they
prefer payment through normal banking channels. This arrangement is
also preferred by private importers in India as the procedures are sim.
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pler. This methed is in vogue in respect of most of the Government to-
‘Government credits that India has received.

11. The loans from East European countries are repavable through the
rexport of goods. The repayments are made to rupee accounts, whlch are
utilised by these countries to purchase goods in India.-

12. We now turn to an account of the quantum of assistance made
:available by friendly countries and institutions. The total amount of
loans/credits made available in foreign currencies (excluding commodity
-assistance from U.S.A.) authorised upto the end of the First Plan was
Rs. 227 crores of which Rs. 126 crores was actually utilised. The total
:availability of foreign loans/credits (including the carry-over of Rs. 101
«crores from the First Plan) during the Second Plan was Rs. 1400 crores.
Out of this, an amount of Rs. 725 crores was utilised during the Second
Plan period leaving a balance of Rs. 675 crores (excluding Rs. 29 croves
«of grants in foreign currencies). This amount included a sum of Rs. 329
«crores, which though authorised during the Second Plan was really ear-
marked for Third Plan projects, primarily from the U.S.S.R. and other
‘East European countries. In addition to this, there has been a further
authorisation of loans/credits for the Third Plan, upto 31st December,

1963, of Rs. 1330 crores. As against this, the total amount disbursed dur-
ing the first two and three quarter years (i.e. 1st April, 1961 to 31st Decem-
tber, 1963) of the Third Plan is Rs. 821 crores or an average of Rs. 299
'crores a year, These figures exclude utilisation of loans and grants made
available by the U.S. -authorities from rupee counterpart funds, and also
of Rs. 263 crores of grants made by various countries in foreign exchange
‘which have been drawn to the extent of Rs. 240 crores.

Appendix III shows for major sectors of the economy the_aid autho-
rised, the orders placed and the amounts utilised. The time lag between
rordering and payment is much less in the case of raw materials than for
equipment for projects. When assistance is tied to the financing of pro-
-jects, there must necessarily be some unavoidable delay in the utilisation
«of assistance. What can be avoided is delay in the placing of orders after
the assistance is available: and it is this delay which can be legitimately
«criticised as causing «delay in utilisation. It will help to clarify public
«discussion of these matters therefore if Government were to publish perio-
-dically statistics not only of the actual utilisation of assistance but also-
-of the progress of ordering which involves commitment, though not dis-
thursement. of the funds made available v assistance. We recommend.
ithat Government arrange for such periodic publication.

In Appendix IV, the overall position with regard to both ordering
-and disbursements ‘against authorised aid at various dates in the past is

377 M. of Fin—2.
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indicated®. It will bé seen that there has been some slight improvement..
in this respect over the last few years. Broadly speaking, however, dis-
bursements are more or less keeping pace with the increase in the aid
authorisation. As the quantum of aid has increased, the amount in the
pipeline has also gone up correspondingly. While, perhaps, it is inevi-
table that the amount of unutilised aid should go up with increase in the-
amount of aid authorised, it is clear that the overall position regarding,
utilisation revealed by the figures is not satisfactory.

Delay in utilisation, to the extent that it is technically not avoidable,.
is due to several factors pertaining both to aid giving and aid utilisation
procedures, as also to other more fundamental reasons. We turn to am
.analysis of these in the two succeeding chapters.

*NoTe: —Drawings from the International Monetary Fund of Rs. 321.37
crores and the Kuwait loan ¢f Rs. 34.19 crores representing the value of
special Indian notes which were repatriated have been included in Appendix:
III (Sections I & II) but not in Appendix IV. On the other hand, the Japanese
ad-hoc loan of Rs. 8 64 crores to finance the import of equipment on deferred.
payment basis and DLF Joans of Rs. 284,97 crores made available in foreign
exchange but repayable in rupees have been included in Appendix.IV. while-
thev are not included in sections I & II of Appendix- III,



CHAPTER 111

PresenT PROCEDURES FOR NEGOTIATION OF ASSISTANCE

13. In this chepter the present procedures for the negotiation of assiss-
ance are described. We consider in the first place the negotiation of
assistance with institutions and countries which are members of the Aid
India Consortium sponsored by the World Bank. The Consortium holds
periodic meetings o consider the quancum of assistance that can be ihade
available. A meeting has before, it detailed information regarding the
overall economic progress of the Indian economy and the developments
in important individual sectors, While till recently the memorandum
describing economic trends has been prepared by the World Bank staff,
the Government of India has prepared the memorandum for the Mazch,
1964 meeting and the LB.R.D. has circulated this together with a brief
covering note. 'The Consortium is also furnished at the same time with a
list of the projects and programmes for which assistance is sought.

14: At the Consortium meeting, the progress of the Indian economy is
reviewed, the 'country’s aid requirements: dre assessed, and each country
and institution pledges a certain quantum of assistance in ‘principle.
Sometimes it is necessary for the Consortium to meet initially for a general
review of India’s aid requirements and to meet again after a time inter-
val for purposes of pledging assistance.

15, After aid has been pledged, the Government of India makes pro-
posals to each country or institution with regard to the specific pu?poses
for which its assistance should be utilised.. In someé cases, loan agree-
ments can then bé concluded specifying the terms and conditions of ignq-
ing and the broad purposes for which the money can bfa utilised, Indi-
vidual public sector authorities or private finns in Indx:a are thereafter
authorised by the Indian Government to place orders within the frame-
work of the inter-governmental agreement.

16. In certain other cases, such as with regard to assistance from the
World Bank or loans to cover large project requirements from the U.S.A,,
there is no overall agreement. The lending authorities satisfy themselves
in the first place regarding the broad economic soundness of t?1e propo.sala
put forward by the Indian Government and thereafter negotiate det;uled
loan agreements with the Indian project authorities concerned. Orders
can be placed for equipment only after the detailed loan agreements have
been concluded.

17. When assistance takes the form of suppliers’ credits, the Indliaf]
importers and the suppliers abroad have to negotiate a sale contract. This
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has to be processed through the concerned financial intermediaries in the
country providing assistance. It is necessary for the Indian importers to
provide acceptable guarantees of payment to the foreign suppliers.

18. The procedure of mnegotiation of loan :agreements can be time-
consuming. We have examined the time takcn to conclude loan agree-
ments to implement the pledges given at various Consortium meetings.
We find that most of the loan agreements to cover amounts pledged in
August 1958 Consortium were signed between 24th December, 1958 and
6th January 1959. There was a similar delay with regard to the pledges
made at the Consortium conference of March 1959. In most instances,
the loan agreements were signed between June and November 1960. The
second U.S. Export Import Bank Loan Agreement for Rs. 23.81 crores
for procurement of capital equipment for development programmes, and
the German Credit Agreement of Rs. 11.71 crores for Rourkela re-
financing were signed only in January 1961. Again, with_ regard to the
commitments made at the Consortium conference of June, 1961 there
were a number of cases in whicli loan agreements were signed after a year
or more. Examples are the IBRD credit of Rs. 1429 crores for ICICI,
the YDA credit of Rs. 9.52 crores for the Kothagudam Power Project, the
0.S. AID credit of Rs. 7:62 crores for the Delhi Power Project, the AID
non-project loan of Rs. 114-29 crores and the German credit of Rs. 47:62
crores for Rourkela expansion.

19. In the case of bilateral negotiations with non-Consortium sources,
there are also a number of stages. For example, the U.S.S.R. had, even
prior to the start of the Third Plan, pledged assistance in principle for
a number of industrial projects. The tentative list of the projects to be
financed is then discussed between the Governments. For each project,
a preliminary feasibility report is usually drawn up. If this is satisfactory,
an agreement is concluded for preparation of a detailed project report
and working drawings. The agreement for supply of plant and machinery
follows the acceptance of the detailed project report and there are separate
agreements with regard to the deputation of foreign technicians and spe-
cialists and the training of Indian technicians, As at the end of Decem-
ber 1963, orders placed amounted to 64 per cent of the assistance pledged
by the U.S.S.R. and other East European countries. Even allowing for
the fact that East European assistance is being utilised largely for projects
requiring a relatively longer period for study and construction such as
the manulacture of heavy machinery, the ordering against assistance has
been unduly slow. The actual drawal of funds earmarked for such Jpro-
jects must, of course, necessarily be slow as the manufacture and delivery
of equipment will be spread over a number of years.

20. On the evidence available, there can be no doubt that the process
of aid utilisation requires to be speeded up at all stages. In the follow-
ing chapter, we outline the main causes of slow utilisation. In ChapterV,
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we suggest steps to improve aid utilisation in the public sector. In Chap-
ter VI, we recommend measures for speeding up the drawal of project
assistance for both public and private sectors and consider inter alia the
procedures for screening imports from the view point of indigenous avail-
ability. In Chapter VII, we deal with the specific problems of the private
sector. In Chapter VIII, we deal with the policies and procedures of the
aid giving countries and institutions. In Chapter IX, we discuss the rela-
tion between foreign exchange budgeting and the use of assistance.



CHAPTER IV

(CAUSES . OF SLOW UTILISATION

21. Our earlier analysis has shown that aid in non-project form
can be utilised more rapidly than project aid. The availability of a
greater share of aid in non-project form would thus speed up utilisation.

22, Nom-project assistance is required for the purchase of commodi-
ties of various kinds and particularly those required for developmental
purposes. It is a mistake to identify the import of equipment with
the use of foreign exchange for developmental purposes. Aid giving
countries and institutions may prefer the project approach because it
is assumed that the impact of project assistince is easier to assess. We,
however, feel that, when the whole development effort is planned, as
is the case with India, there is no difficulty in assessing the impact of
non-project assistance.’

23. A number of commodities like fertilisers, steel and non-ferrous
metals are used directly for developmental purposes, even if they are
not capital equipment. The importance of stepping up the supplies
of fertilisers in order to secure larger agricultural outputs is obvious.
The use of a larger proportion of external assistance to finance metals,
compouents, etc. is also essential if the country is to be independent
of assisstance within a reasonable period of time. It is now generally
accepted that while India must steadily increase export earnings, there
must also be a rapid build up of production within the country of the
industrial, power and transport equipment needed to sustain a higher
rate of growth. During the last few years considerable capacity has
been established for such production, but its use depends to a signifi-
cant degree on the availability of imported components and raw mate-
rials. If, therefore, industrial capacity is to be effective, assistance in

the next few years must be increasingly available for the import of
these items.

24. The so-called non-project aid also covers equipment of small
value needed for the setting up of small scale units and for expansion
and modernisation both of large and small units. Aid used for this
purpose is non-project only in the sense that detailed specific appraisal
of each scheme by the lending authority is not feasible. From the
economic point of view, however, it contributes as much directly to the
expansion of industrial capacity as project aid proper. Yet another area
that has to be covered by such non-project aid is the “secondary” require-

10
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anents-of projects. For instance; while the project aid would cover only
she actual cost of the plant and machinefy, there would be ancillary
import requirements of construction machinery and of materials Jike steel
{the cost of which may be con51derable) which' are required for the civil
~construction works.

25. Non-project aid is also needed to cover external debt repay-
aents arising from loans contracted in the past on an unduly short term
‘basis. While some assistance has been avaiable for this purpose so far,
‘the country has, by and large, to service external debt out of free foreign
exchange resources as additional assistance has been tied to commodity
purchase, and particularly to capital. equipment. Assistance would go
further if it were available for debt re-financing, releasing free foreign
exchange for the purchase of goods needed for the full utilisation of the
country’s growing productive capacity.

26. There has, no doubt, been some increase in the last few years
in the share of aid available for non-project purposes, and currently
around 40 per cent of Consortium assistance is of this kind. A further
increase in the share of non-project aid will speed up utilisation, promote
the efficient use of industrial capacity in the country and secure a
larger quantum of import with a given amount of external assistance.

27. A considerable part of extemal assistance must, howcver, con-
tinue to be tied to projects. ,The rate of utilisation of such assistance
will depend on the speed an(_l efficiency with which projects are im-
plemented. We have, therefore, found it necessary to consider the
arrangements for the preparation and implementation of prejects, both
in the public and private sectors..-.-We have found that sufficient atten-
tion is not paid at the present time to the preparatory work needed
Prior to the decision to finally go ahead with the project. This inade-
quate planning has been a major cause of delay in aid utilisation. Im-
provements in this field would perhaps make the most important con-

‘tribution to speedier and more effective utilisation of project assis-
tance,

28. Once it has been decided to implement a project, the actual exe-
«cution js also delayed for a number of reasons. These include afrer
thoughts with regard to the scope of the project, delays in land acqui-
sition, frequent references to administrative Ministries and to the
Finance Ministry, inadequate planning by the project authorities, and
time consuming screening of import applications from the view point of
indigenous availability. In the next Chapter, we make a number of
Tecommendations on each of these points with a view to reducing the
delays.

29, Private sector projects are delayed partly for the same reasons as
the projects in the public sector. The industrial licensing procedures
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are, however, more specific to this sector. While the interim recom-—
mendations of another Committee, which have been accepted . recently
by Government, should help to climinate many of the- delays, we have-
also made certain recommendations in order to speed' up aid utilisation:
by private sector projects.

30. The use of non‘project assistance is also delayed' as a result of
faulty allocation and licensing procedures and we have devoted some
attention to this matter.

31. The aid giving countries and institutions can help to promote
.speedier utilisation {through amendments in their policies and proce-
dures. We have referred above to the need for a larger share of assis-
tance to be made available in non-project form. The reduction in the
time lag between the pledging of assistance and the conclusion of loan
agreements would be of great value. A number of procedural changes
have also been suggested.

32. Finally, we have pointed out that the overall review of foreigne
exchange budgeting procedures can result in prompter and more eilec-
tive use of assistance. At the present time, the budgeting is doune only
six months ahead with the result that effective forward planning by
public sector authorities or private industrial units is rendered difficule
There is also inadequate coordination between the usc of external assis.
tance- and of free foreign exchange. Better planning in this respegs
would help to speed up utilisation.



CHAPTER V

STEps To IMPROVE AID UTILISATION IN THE PUBLIC SECTOR

33. In this chapter we examine the steps that can be taken to speed
up the use of assistance earmarked for public sector pfojects As we
have pointed out earlier, what is required is, in fact, better preparation
of projects and more efficient implementation generally; speedu.r utilisa-
tion of aid will be a by—product of such an mcrease in the efficiency of
execution of projects.

84. We have been impressed by the fact that the projects lm_].uded in
lists put forward to the Consortium are often not ready for immediate
implementation in the event of funds being made available. In fact,
there is a dearth of well conceived projects for which all the necessary
preparations have been made for the placing of orders as soon as foreign
exchange becomes available. A thorough review of the arrangements at
present in vogue for project preparation appears to be essential.

85. There is an important middle ground between the overall
national mapping of resources on the one hand and detatled work on
individual projects on the other, which middle ground is today com-
paratively neglected. Organisations such as Geological Survey of India
carry out surveys of the overall national resources ol different types of
minerals. Similarly, continuing studies are undertaken on a general
basis of meteorological conditions, forest resources, soil characteristics etc.
There is not, however, enough detailed study of mineral availabilities,
soil conditions, forest resource availabilities etc. in specific areas from
thé specific view point of the establishment of individual industries. For
example, the expansmn of the cement industry is being delayed bécause
there has not been an adequate study from the view point of commercial
exploitation of limestone availabilities. Similarly, in spite of the big
expansion envisaged in aluminium production, the bauxite resources
have not been studied in sufficient detail. It is only when a decision, in
prmc:ple, has more or less been taken to establish an individual industrial
unit in a certain location that studies in depth are made of material
‘availabilities, water resources etc. This naturally results in considerable
delay in implementation. We are of the view that considerably greater
attention must be pald to mdustry oriented geological, meteorological,
mineral, soil, water and forest resource studies, which necessarily will
mean, in many cases also, area-oriented studies in depth. We recommentd
that assistance be sought from the U.N. Special Fund ‘and the World
Bank for these surveys. The results of these surveys should be available
for both the public and the private sectors and thus enable them to get A
bettér view of the development programmes they can undertake,

_ 13
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36. Another essential step prior to the preparation of a detailed pro-
ject report is the preparation of an economic and technical feasibility
study. It is only if a large number of feasibility studies are available
that the most promising opportunities can be identified and detailed pro-
ject reports commissioned. It is on the basis of feasibility studies that
rational decisions can be taken as to the most worthwhile among alterna-
tive irvestment possibilities. We would emphasise that the feasibility
report should not merely be technological in character but should fully
explore the economic aspects, taking due account of the possibilities of
economising on the use of scarce resources stich as foreign exchange. No
project should be proposed for aid unless a feasibility report has been
completed.. These reports must be of a high standard so that they are
accepted by the institutions and countries providing assistance as justifica:
tion for the acceptance of the projects in principle. The planning or-
ganisations in the public sector undertakings and in certain technical
agencies of Government such as National Industrial Development Cor-
poration have recently been strengthened and are better equipped than
before to undertake such feasibility studies. .There should be further
strengthening of the concerned agencies and a sufficient number of feasi-
bility studies should be prepared in order that the miost promising among
them may be chosen as a basis for project report preparation.

37. The preparation of a detailed project report’ is the next'stage.
There has been a natural tendency to defer the preparation of such re-
ports until assistance for the project has been promised or at any rate
until the probable source of assistance has' been located. The reason
advanced to justify the postponement of preparation of project reports
to this late stage is that the appropriate agency to be chosen for prepara-
tion of the report may depend on the source of-finance. The instructions
to the agency preparing the report may also depend on the ‘type-of -aid
since most of the “country” aid is tied to that source of supply; for exam-
ple, the project report would need to be based on the use of American
equipment and processes if American financing is-sought. Again, the
East European countries have normally wished to prepare the project re-
ports for projects to be financed by them. We consider, however, that
in spite of these difficulties it is desirable for Government to commission
project reports for the important projects likely to be put forward for
external financing, in advance of the identification of the source of aid.
Even if further studies need to be done after earmarking of assistance
from a particular source, considerable time will have been saved as a
result of the preparation of the project report before asking for assistance.
We recommend, therefore, that detailed project reports should be under
taken in every case either through consultancy firms or departmentally,
in advance of the final earmarking of assistance for the project. It would
be desirable to draw up panels of firms which should be Indian as far
as possible but may also include foreign firms for preparation of project
reports in each major field, such as power, steel and heavy industr_ies.
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The World Bank, the UN.T.A.B. (United Nations Technical Assistance
Board) , etc. can assist Government in selecting suitable firms for inclusion
in the panels. We recommend further that the aid-giving countries
should be requested to agree to finance the preparation of project reports
involving substantial foreign exchange expenditure, without necessarily
committing themselves to financing the projects themselves.

38. Once a project report has been prepared and approved and assis-
tance has been secured, it is important that the scope of the project
should not be altered. We have found that changes at a later stage in the
scope of projects are an important cause of delays in implementation.
The preparation and scrutiny of adequate feasibility reports prior to the
project report preparation stage would operate to remove a major reason
for change in the scope of projects at a later stage. Thus, financial
clearance was given for the opthalmic glass project with Russian collabora-
tion only recently, though the credit provision was made in 1957 under
the 500 million Roubles credit negotiated in 1956. There were some
delays initially because the question of whether foreign collaboration was
most necessary was raised. Later, however, after the preparation of the
project report, doubts arose as to the extent of the market and the
profitatility of production. These are matters which should have been
settled at an earlier stage. There are other instances in which the capa-
city to be established has been increased after the detailed project report
has been prepared, because of revision of estimates of requirements; the
Gorakhpur Fertiliser Project, the Namrup Fertiliser Project, and the Dur-
gapu; Special Steels Project provide examples. Another example of a
project which has been badly delayed as a result of change in the scope
of the project at a late stage is the Salandi Irrigation Scheme sanctioned
against an IDA credit of dollars 8 million; the agreement was signed in
November, 1961 and became effective in January, 1962.

39. Another cause of delay has been with regard to the acquisition of
land. The present legal position is such that land acquisition procedures
tend to be very protracted. We are aware that the selection and acquisi-
tion of land for industrial units has often been done inefficiently and
haphazardly in the past and that, therefore, there is considerable public
feeling that the Government's authority to acquire land should be cir-
cumscribed. There have been instances in which land has been acquired
and a very considerable time has elapsed before it has been put to indus-
trial use. The payment of compensation to and rehabilitation of agricul-
turists whose land has been acquired has often been tardy and inefficient.
The site chosen has sometimes been changed after acquisition of land.
Certainly, there should be careful selection of land before acquisition and
it should be taken over only at the stage when construction work can be
started. The implementation of industrial projects and use of assistance
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should not, however, be held up because of lengthy procedures for acqui-
sition of Jand. We recommend that Government review the legal posi-
tion and take whatever steps are necessary to speed up land acquisition,

The legistation should, of course, have adequate safeguards against abuse
of the powers,

40. As a result of lack of proper advance planning of industrial pro-
jects, there is not always proper estimation of the overall cost at the
outset. We should like to stress the importance of preparation of reason-
ably accurate overall financial estimates. To avoid delays in execution,
suitable time-table should also be prepared at the start, against which
progress can be measured. If the project authorities make proper pre-
parations through adequate advance planning, the [requent relerence to
the administrative Ministry and the Finance Ministry can be done away
with. The project should then be given complete freedom within the
overall amount to place orders, subject to there being no material change
in the scope of the work.

41. Action on the above lines should result in both prompter use of

external assistance and in reducing the rupee investment on projects in
the public sector.



CHAPTER Vi

PROCEDURES ¥OR DISBURSEMENT OF PROJECT AID

42. In this chapter we consider the various procedures for crdering
and import of equipment and the drawal of foreign assistance. = We
discuss in particular the procedures for screening applications from the-
view point of indigenous availability, and the financial checks exercised
by the administrative Ministry and the Finance Ministry with regard ity
imports by public sector projects.

43. The scrutiny of import applications is undertaken primarily by
the Directorate General of Technical Development, though for certain’
items other technical agencies of Government may be concerned. Broad-
ly, the procedure is that the detailed lists of goods are submitted along
with the import application to the D.G.T.D. The officers of the
D.G.T.D. go through the lists to see whether any of the itemas can be
secured from indigenous. manufacturers. They may ask the project
authority to try firms who are making some of the items sought to be
imported. If the project authority can produce evidence to show .that
the indigenous manufacturers cannot supply the items, or that the deli-
very dates are undoubtedly prolonged, the import may be allowed.
The officers of the D.G.T.D. also check to see .that the overall value of
the import proposed is reasonable having regard to the list of goods.

44, It has been rep.resented to ,us that this system resuls in consi:
derable delays. When the list of goods is long, a number of officers 1n
the D.G.T.D. will be concerned with the scrutiny and considerable time
may be taken. When the capacity available in the countrv for the
manufacture of an item is inadequate to meet all demands, and- imports
must be permitted to some extent, the process Uf.r-e.felil’l'_"g every appli:
cant to the indigenous manufacturers ancd permitting import only to
those who are turned down wastes time. The de.leticm of minor items
from complete plants may not result in any apprec ab!e foreign exchar.lgc
saving, particularly if the import content 0].: tl}e indigenous production
is taken into account. The quality of the .lndlge-nql.:‘s produ_ct_ may not
always be satisfactory, and there may be d'lfﬁculu.es N securing guaran-
tees from the foreign suppliers of the main equipment 'f_ the use of
some items of indigenous equipment is insisted on. Most tmportant of
all, it has been pointed out that in many lines the delivery periods of
indigenous manufacturers _g_rp_,‘i"if)f_gljf‘_l?fgea’ and that therefore the
use Sf‘é'iﬁfehsix'e imported equipment may".be del.ayc_d because‘ of the
lack of balancing quipment to be procured in ?ndla. An extreme case
came to our notice where, in the rase of a dairy development scheme
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aided by UNICEF (United Nations International Children Emergency
Fund), a cheese plant was not allowed to be imported as some components
of a cheese plant were made in India. In the end, we are told, Govern-
ment had to purchase the whole cheese plant and lost the opportunity of
getting it free from the aiding agency.

45. Officers of the Department of Technical Development have ex-
plained to us that much is being done to minimise the inconvenience
to projects as a result of the detailed scrutiny of the lists of goods. The
deletion of doubtful items is not insisted on, if they do not constitute
more than, say 5 per cent of the total cost of the imported equipment
Periodic meetings of officers are held at which pending applications
ate considered and finally disposed of. The indigenous manufacturers
are asked to supply monthly reports of production, and outstanding
orders, and the Department can ascertain from these reports the up-to-date
supply position of each item. Delivery dates are stated to be taken
into account when considering whether import should be allowed. A
list of indigenous manufacturers with names, addresses and detailed
items produced, has been published and is kept up-to-date so that the
project authority can fully explore indigenous sources before applying
for import. The detailed screening for indigenous availability is stated
to be essential if full use is to be made of the manufacturing capacity
in the country and waste of foreign exchange is to be avoided; project
authorities often prefer imports purely on grounds of somewhat lower
cost, even though fully satisfactory indigenous products are available
for prompt delivery. The detailed screening has been simplified in
the case of some industries by prescribing monetary ceiling for standard
plants; for example, today foreign exchange to the extent of Rs. 45
lakhs is allowed for each cement plant of 100 tons per day capacity.
It is expected that, in two to three years, the figure of Rs. 45 lakhs can
be very substantially reduced, when items such as heavy castings are
indigenously available. Meanwhile, within the monetary ceilings, each
importer of a standard plant in the cement, paper, sugar or Slll_ﬁer-phos—
phate industries has flexibility with regard to the items to he imported
and bought indigenously respectively.

46. We are fully convinced that the screening by the D.G.'I‘:D. has
resulted in promoting desirable growth of Indian induostry, partlcuInIrIy
in the field of machinery manufacture. There cannot be. any question
of wasting foreign exchange by permitting imports of items that are
indigenously available on an economic basis in order to cater to any
irrational preferences of project authorities for importcd sulfphes or
te eliminate the inconvenience of combining indigenous and imported
supplies. Nevertheless, we feel that certain further amendments should
pe made in the procedures in force at present in order to securé promp-
ter utilisation of assistance. We consider that the changes that we have
recommended are not likely to 1esult in any significas t import of iterus
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that are indigenously available. The most effective safeguard against
unnecessary import is the limited allotment of total foreign exchange
made available to each project in the public or the private sector, whe-
ther for capital equipment or for components and raw piaterials. It
is.in the interest of the project itself, therefore, to do its wmmost to
locate indigenous sources of supply in ‘order to use the available foreign
exchange in the most effective manner, '

. 47. As has been mentioncd above, the practice has already been intro-
duced of setting monetary lirits for the import of standard plants in cer-
tain industries such as cement, sugar and super phosphates. Each unit has
the flexibility to decide which items to import and which to secure indi-
genously, within the monetary ceiling. As a result, the most effective use
can be made of indigenous capacity, while minimising the delay in the
setting up of plants, We recommend that this procedure be extended to
as many industries as possible. There need not be any detailed scrutiny

of items, provided that the monetary ceilings are adhered to and subject
of course to the exclusion of banned items. :

48. It should also be possible to exempt the smaller units from the
detailed check of lists of items proposed for import. It is the small units
in the private sector which suifer the most inconvenience and frustration,
as a result of detailed scrutiny imposed by the D.G.T.D. The small busi-
nessmen, particularly those from outside Delhi, have to undertake pro-
tracted correspondence or pay frequent visits to Delhi in order o get their
applications cleared. We recommend a certain relaxation of procedures
with regard to industrial units with fixed asscts of less than Rs. 25 lakhs,
which have recently been exempted from the licensing provisions of the
Industries Development and Regulation Act. When these units apply for
the import of equipment, the D.G. T.D. should take a broad view as to the
legitimate amount of total foreign exchange expenditure needed to estab-
lish the capacity proposed. ln forming this view the D.G.T.D. would
naturally take into account the availability of indigenous capacity for
manufacture of the equipment in question. Once the broad view has been
taken and Government has allotted a certain amount of foreign exchange
in principle, there should be no need for a further scrutiny of the import
application, with a view to disallowing particular items from the indigen-
ous angle. The firm should be permitted to import equipment as it
chooses within the overall amount of exchange allotted, subject of course
to banned items not being imported and the capacity as proposed being
established. There could legitimately be a post-audit by the D.G.T.D. to
ensure that reasonable use has been made of the foreign exchange released.

" 49. For the larger projects, prior screening of the lists of imported
equipment seems to us justifiable in the present conditions. Delays can,
however, be minimised if the project authorities consult with the D.G.T.D.
at as early a stage as possible. Instances have been brought to our natice
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in which the project authorities particularly in the public sector have
gone far in negotiations with foreign suppliers or have actually issued
formal tenders and have thereafter asked the D.G.T.D. to certify that
there is no objection to the import. We recommend that strict instruc-
tions should be issued with regard to the early reference of cases to the
D.G.T.D. Officers of the D.G.T.D. should also be encouraged to dispose
of cases speedily by suitable appreciation of the work of those who avoid
delays.

50. The D.G.T.D. has done a great deal in recent years to improve the
availability of information with regard to indigenous supplies of equip-
ment. We feel, however, that there is still scope for considerable improve-
ment in this regard. The detailed information with respect to the pro-
duction and order book position of individual manufacturers should be
kept on cards, frequently up-dated and be accessible to public and private
sector industrial units, and cross-checked on the basis of reports from con-
suming units.

51. On the basis of such detailed information, the items of which there
is adequate supply in the country may be banned for import, both by
established importers and actual users. We understand that the so-called
banned items at present are merely those for which there is no quota for
import by the established importers. What is required is a detailed list
of items for which import is not necessary by any category of importer.
With regard to the items which cannot be placed on the banned list be-
cause internal production is inadequate to meet all requirements, there
is justification for permitting import by actual users.

52. The high cost of many types of Indian equipment is one reason
for the preference of industrialists for imported supplies. The high cost
is due, in part to low utilisation of capacity and consequent dis-economies
of scale. We consider that every facility should be given to the Indian
manufacturers of equipment including foreign exchange for spare parts
and components to enable them to supply on reasonable terms. In cer-
tain other respects also Indian manufacturers of equipment are today at a
disadvantage in relation to foreign suppliers. Thus, Indian machinery
manufacturers cannot easily find the finance to offer equipment on defer-
red payment basis, whereas foreign equipment often carries financial ae-
commodation with it. We recommend that the Development Bank or
other suitable institution take up, as a2 matter of high _priority, the financ-
ing of such indigenous capital equipment supplies. Also we 1ecommend
that high_priority be given to machinery manufacturers_in_the allotment
of foreign exchange [or the import of components and raw materials, in
order that the cost may be brought down through [ull capantY j!f'p'rkmg
The import of such components and raw materials can very { 'lpplﬂprldtély
be financed against non-project assistance. Incidentaily, by reducing the
import component of project equipment, it will also reduce the foreign
exchange requirement of project assistance.
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53. Greater attention should be paid than is the
collection of information with regard to the
ment. The collection. of such price data is essential both for determining
whether import should be allowed or not and to decide between alterna-
tive foreign sources of supply. The Directorate General of Supplies and
Disposals and the D.G.T.D. could cooperate in the collection of such in-
formation. Government agencies abroad such as the India Supply ‘Mis-
sion and the India Supply Department could also assist in the work. Such
data are especially lacking for some of the European countries which are
now offering us credits and we recommend that suitable agencies be set
up to cover such countries.

case at present to the
prices of imported equip-

54. The private sector can actively assist in the collection of informa-
tion regarding the indigenous availability of various items, particularly
of capital equipment, and regarding prices. If the units requiring equip-
ment and those manufacturing it can agree on what items can reasonably
be allowed for import, some of the present delays can be eliminated. The:re
could be separate committees with regard to each major type of equip-
ment and the Federation of the Indian Chambers of Commerce and Indus-
stry and the Associated Chambers of Commerce could be requested
to organise such committees. The deliberations of the committees wou.ld
be of great value to the D.G.T.D. and other concerned technical agencies
of Government. The Committees will not, of course, be asked to screen
individual applications; their role would be advisory, and_ they would
provide broad indications as to the policies to be followed with regard to
the import of equipment by different industries.

55. There is scope also for simplification of present procedures with
regard to the screening of applications for import of components and raw
materials from the view point of indigenous availability. Th? require-
ment of prior clearance of lists of components and raw materials CO1:11d
be done away with. There should, however, be provision.for reporting
of orders placed and prior clearance could be insisted on in the_ case of
units which abuse the facility given. The grant of flexibility to industry
both in the public and the private sector, with regard to the items t? be
imported within the overall allocation for a half year should result in a
significant improvement in efficiency. It would, for example, be possible
for an engineering unit to import quickly any sparepartf that. may be
urgently needed, or to import 2 component which is proving difficult to
manufacture while making some other component instead. The overall
allotments to each unit for a period would, of course, be limited on the
basis of the capacity, the phased manufacturing programme and the total
availability of foreign exchange.

56. We turn now to the financial controls with regard to the ordering
of imports by public sector nrojects. A major source of delay has been

377 M, of Fin—4.
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the requirement that a public jector project must secure the clearance of
the administrative Ministry/Ministry of Finance before placing each order
for imported equipment or components or raw materials except to the
extent of certain delegated powers. Once foreign exchange from specified
sources has been allocated for the import of equipment, there should be
no further need for the project authority to make a reference to the
administrative Ministry or the Finance Ministry. Similarly, the project
authority should be given full freedom to order components and raw
materials against the half-yearly allocations of exchange made from
different sources, without having to make a reference to the administrative
Ministry/Ministry of Finance. The project authorities would naturally
have the responsibility of ensuring that loan and credit conditions pres-
cribed by the aid-giving institution or country are observed and arrange-
ments should be made to ensure that they are fully acquainted with such
prescribed procedures. The projects themselves should have better
arrangements than at present for reviewing inventories and placing orders
on a scientific basis, in order to minimise stock-holdings. There should
also be provision for a post-audit of use of foreign exchange by the projects
under these delegated powers.



CHAPTER VII
Problems of the private sector

57 Many of the recommendations that we have made in earlier Chap-
ters will help in securing prompeer utilisation of assistance not only by
the public sector but also by the private sector. For example, the SUTveys
of geological and other resources on a more specific basis,would make it
easier for the private sector to develop worthwhile projects speedily. We
recommend to private industries that they also pay somewhat moze atten-
tion than in the past to the working up in detail of projects which can be
put forward for external assistance. It has been reported to us that private
sector proposals are quite often not worked out in detail at the stage at
which assistance is allocated in principle. Our recommendation that no
project should be put forward for assistance unless there is a feasibility
study would apply as much to the private sector as to the public sector.

58. In this Chapter, we make a number of specific recommendations
in order to secure prompter utilisation of assistance by the private sector
and to promote foreign investment and collaboration in worthwhile fields.
We are aware that a number of changes have been made recently in the
procedures for regulation of the establishment of additional capacity in
the private sector in order to reduce delays. We shall first outline the
procedure as it was till recently. Parties proposing to set up a new unit
or to underiake a substantial expansion were required to apply for a
licence under the Industries Development and Regulation Act, if the fixed
assets of the undertakings exceeded Rs. 10 lakhs. The applications were
considered by the Licensing Committee which took into account the
extent of licensing already done in relation to the planned target, the
priority of the industry, the availability of power and rail transport, the
phased manufacturing programme, if any, the requirements of imported
or scarce indigenous raw materials, the proposed location etc. If the
Licensing Committee approved a proposal, a licence was isstied under the
ID. & R. Act. In the case of some major projects, only a Jetter of intent
was issued and not a licence; the party was told that a licerioe"would be
issued if specific arrafigements with regard to ‘collaboration terms,
financing of the import of equipment etc. were completed 5n a bpecified
period. ‘The next stage was for the ;party cohcerned ‘to ‘submit prbpos:als
with regard to foreign collaboration (where required) and the financing
of 'thé import of «capital equipment.- “The ‘proposals for ‘the import of
equipment ‘would, where possible, be accompanied by lists of goods: In
many cases, howevef, only a broad picture of the import requirements -of
equipment was given, as a -detsiled list of goods eould not be prepared
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until the arrangements proposed had geen approved in principle. The

import applications were in the first place screened by the D.G.T.D. or
other concerned technical authority, and then forwarded to the adminis-
trative Ministry who placed the case before the Capital Goods Committee.

If foreign collaboration proposals had also been made, these were either

dealt with by the administrative Ministry if within its delegated powers

or brought before the Foreign Agreements Committee (the composition of
which was identical with that of the Capital Goods Committee) together:
with the import proposals. The policy followed by the Capital Goods

Committee has been to insist on financing against private investment,

private long term loans or loans from institutions or governments abroad,

except when the requirements of a project were verv small and a cash
release was possible. In many instances, the C.G. Committee has been

ahle only to give approvals, in principle, of alternative methods of finan-

cing, involving negotiations with the financing agencies concerned, such

as the U.S. Agency for International Development and the Export Import

Bank, Commonwealth Development Finance Corporation and the Indus-

trial Finance Corporation of India and the LCI.CI. Tn determining

the source of financing, the C.G. Committee took account to the extent

possible of the information put before it regarding the costs of purchase
of equipment for the project from alternative sources. In cases in which

the financing had already been firmly arranged such as when private foreign -
investment.or a long term loan was available, the businessmen could

secure an import licence straightaway from the CCI&E (Chief Controller

of Imports and Exports) . In most instances, however, they had to negotiate

with the lending agency concerned after securing the annroval in principle

from the C.G. Committee. In other instances the cases were also kept

on waiting lists for governmental credits and final clearance was given to

the narties after the credit was available. Generally; the detailed list of

goods were finalised after negotiations with lending agencies and collabo-

rators had been carried to a certain stage of finality. -These were then

screened by the D.G.T.D. etc..and the actual issue of import licences was

after the financial arrangements had been completed.

59. Recently, this system has been changed in certain resmects. ~First.
the Finance Minister announced that the exemption limit for licensing’
under the Industries Act would be raised from Rs. 10 Iakhs to Rs.’ 25 Takhs
In cases in which the total fixed assets of the undertaking are léss than
Rs. 25 lakhs, the businessmen can go ahead without securing any approval
from Government if they do not require any imported equipment or
imported raw materials or indigenous materials which are allocated bv
Government. In cases in which import of equipment is required, the
parties concerned have heen advised to secure the necessary capital goods
clearance before entering into other commitments; in this categorv of
cases the proposals can be placed direct before the Capital Goods Com-
mittee without the preliminary screening by the Licensing Committee.
Where imported equipment is not required but the undertaking will need
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imported raw materials or indigenous materials subject to allocatiom,
businessmen have been advised to consult the concerned technical authori-
ty of Government before entering into commitments. These steps should
help to reduce delays considerably, as the processing of an application

under the LD.&R. Act has, we understand, taken on average around six
months.

60. Government have also recently accepted the recommendations in the
interim report of the committee on Industrial Licensing Procedures. The
interim. ‘recommendations of the Committee relate to the processing of
applications in certain key industries. For these industries, the appli-
cations are to be considered by a high level Committee which will, when
necessary, discuss matters with the applicants in order to arrive at prompt
decisions, In the first place, only letters of intent are to be issued and not
licences under the ID.&R. Act. The letters of intent are to specify a
period of six months within which the businessmen must take necessary
steps to finalise arrangements. The final sanction of an Industries Act
Licence, the collaboration proposals and the arrangements for the import
of equipment are then to be cleared simultaneously and priority is to be
given to these industries in Lhe allocation of exc.ha.nge for the import of
equlpment.

61. We understand also that Government are streamlining the pro-
cedure for dealing with proposals involving foreign investment. A high
level Committee has been established which is being serviced by a single
senior officer who will serve as the focal point for advising potential
foreign investors and their Indian collaborators on their proposais. Ques-
tions with regard to the scope for development in a particular industry,
the extent of foreign participation that is acceptable etc., will be quickly
considered and answered on the basis of the policies in force.

62. We are in full agreement with these various steps that have been
taken to simplify procedures, and we consider that they will materially
assist in prompt utilisation of assistance. In our view, certain further
steps are also desirable.

63. It is parucularly important that new entrepreneurs should be
assisted to develop projects in a manner acceptable to financing institu-
tions and collaborators and capable of being implemented speedily. The
financial institutions point out that many of the loan applications that
they receive from new entrants to industry are not carefully worked out,
and similarly foreign firms which receive collaboration proposals do not
always get all the information that they may reasonably expect. It seexm
to us that there is need for providing greater assistance to newcomers in
the industrial field to develop worthwhile projects. A possible agency for
this purpose is the Indian Investment Centre, and we recommend that it
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devote greater attention to assisting industrialists. in working up projects.
The services of private consultancy firms would of course be available for
the preparation of detailed project reports, but the Investment Centre

should be able to advise in. greater detail on the feasibility of such pro-
posals.

64. Industrialists are not always aware of the various sources from
which credits are available to finance the import, of equipment. As a
result, projects are developed on the basis that imports will be effected
from countries for which no credits are available and a change in source
of supply at a late stage becomes necessary, resulting in a waste of time
and rmooney We realise that under the, present progedures; as. set..out.in
Chapter IIL it is not always possible. to forecast well in. advance the. de-
tails of foreign aid that would be available to. the private. sector. We
recommend, however, that at the earliest stage possible Government should
publish periodic information regarding the availability of such credits for
the private sector from different sources, as a guide to businessmen.
Whenever possible, industrial, units which ask for an indication in prin-
ciple as to the types of financing which will. be: acceptable for .the import
of equipment should be given all the alternative sources of supply that
are available. This will make it possible to bring down equipment prices
as a result of competition among suppliers in different countries, It may
sometimes happen- that a particular credit is. no longer available by the
time that the business negotiations. have been completed and the indus-
trial unit may, have to.wait for another credit to- finance import from that
particular country or go to.anather source of supply. Nevertheless, giving
industrial units the choice of two. er three. alternative sources of supply
is. preferable to.indicating only. a single country, for Testriction to a single

source will tend to put up prices and also result in. slower utilisation: of
asgistznce.

65. The external assistance to finance the import of equipment is
made: available to:the private sector-in three main ways. First, in the case
of major projects, the private industrial, units may be authorised to.nego-
tiat= foans direct from foreign institutjons, such as the USAID and the
Export-Import Bank, the International Finance Corporation and the
€ommonwealth Development Finance Corporation of the UK. Secondly,
for medium sized projects: financial institutions in India such as the Indus-
trial Finance Corporation of India and the Industrial Credit and' Invest-
ment Corporation of India grant subloans in foreign exchange against
foreign exchange loans available to them from the World Bank, the
USAID,; the German Kreditanstalt, etc. Thirdly, foreign exchange-borrow
ed- by the Government from foreign- Governments and institutions is
macle- available to private industry zigainst; payment of the equivalent in
rupees. The availability of foreign exchange of the third type is at the
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present time inadequate. There have been a number of instances in which
industrial units requiring relatively small amounts of foreign exchange
for balancing plant or for setting up small new units have been asked to
negotiate foreign exchange loans even though they have had rupee resour-
ces and could have imported their requirements most speedily if foreign
exchange had been made available against cash payment in-rupees. It will
assist industry if some larger amounts of external assistance than in the
past are made available for tlie import of equipment against cash payment
in rupees by the private industrial units concerned.

* .66. In a number of instances, however, the non-availability ot acequate

‘rupee finance has delayed the implementation of projects, in priority
industries for which foreign exchange has been earmarked in principle.
"The Industrial Finance Corporation of India and the ICICI bhave pro-
vided assistance and their rupee resources have recently been augmented.
We consider, however, that the institutional arrangements in this regard
require further review. An aspect of the shortage of rupee firance has
been difficulty of some industrial units in providing guarantees for defer-
red payments from foreign suppliers and improvements in the procedural
arrangements for securing such guarantees are called for.

67. With regard to technical collaboration arrangements, each indivi-
dual proposal is considered on merits, having regard to the policy followed
in previous cases and the priority of the requirement. It has been suggest-
ed to us that some standardisation of the terms acceptable to Government
will' reduce delays in the consideration of these proposals. On the other
hand;. it has been argued that'if standard terms- are laid down; these will
become minima. We feel that further thought should be given in Gov-
ernment to the possibility of drawing up standard collaboration terms for
different types of industry, for internal guidance if not for publication.

68. In conclusion, we should like to refer to the suggestion occasionally
made that the private sector has not received its fair share of the exter-
nal assistance made available to the country, We.do not wish to enter
into any controversy on this point but would like to record the facts. Out
of the total quantum of assistance made available till the end of Septe™-
ber 1963, for purposes other than refinancing of debt, balance of paYy
ments and commodity imports, the share of the private sector has been
3097, The allotment for industrial development in the public sector has
also been 309, and the remaining 40%, has been devoted to infra structur®
requirements, such as rajlways, transport, and power, which are esseptial
for the development of both the public and the private sector.



CHAPTER. VIii
PoLiciEs AND PROCEDURES oF AIp GIVING COUNTRIES

69. A major contribution that can be made by the aid giving coun-
tries and institutions to prompter utilisation will be through an increase
in the share of non-project assistance. We have argued earlier that a
larger quantum of non-project assistance would, given the present stuge
of development of the Indian economy, be of considerable value, apart
from securing quicker utilisation, An -allied point is that project assis-
tance can legitimately be defined more liberally to cover components and
balancing plants required to be imported to manufacture complete plants
in India, and the initial stock of components of machinery manufacturing
industries whose equipment is financed by aid.

70. We have referred also earlier to the considerable delay between
the pledging of assistance and the conclusion of loan agreements. We
have suggested that delays for which India is responsible can be reduced
if the preparation of projects is carried further before assistance is
requested. The countries and institutions providing assistance can help
by making a selection in principle of projects and programmes as part
of the Consortium exercise. Alternatively, the process of selection could
be completed within a specified period of say two months after a Consor-
tium meeting. 1Even if the formal conclusion of loan agreements takes
somewhat longer, it could be agreed that orders for equipment shouid
- be placed immediately after acceptance in principle, and that payments
made after that date would be eligible for reimbursements.

71. We have suggested above that panels of firms should be drawn up
for the preparation of project reports in different fields, and that the
aid giving countries and institutions should agree to finance project
reports even if the projects themselves are not later picked up for finance.
It would help if the aid giving countries and institutions agree to accept
project reports prepared by firms on the panel without insisting that a
firm nominated by the aid giving agency should prepare a project report.

72, The earmarking of the entire foreign exchange cost of a project
at the start is 2 major cause for apparent delay in utilisation. The partial
financing technique provides one solution to this difficulty. Under
partial financing arrangements, the lending country or institution ear-
marks in the first instance only part of the foreign exchange necded for
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the project. This amount would cover the payments in say the first year
of the implementation of the project. In each subsequent period, funds
would be earmarked against the further assistance that may he ’ made
available, broadly to cover the payments in that period. As a result, the
funds allocated in a year can be more or less fully utilised in that 'year
without being carried forward to cover payments in later years against
orders already placed. The difficulty with the partial financing technique.
is that, if sufficient funds are not allotted by the aid giving country or
institution in later periods, or if there is no agreement on the yse of
funds that may be earmarked to cover these payments, there may be no
alternative but to use free foreign exchange. Partial financing can,
therefore, only be acceptable if there is a clear understanding thag pay-
ments falling due will be a first charge on such assistance as may he made
available by the particular country or institution. Also, it would be wise
to limit the application of this technique to projects of high priority.
Within these limitations, it can play a useful part in speeding up utilisa-
tion by reducing the amount of assistance Which is in the pipeline,

78. The bulk of project aid will, in the present circumstances, con-
tinue to be tied to projects in the country providing assistance., In
practice, most projects require small amounts of equipment froni third
countries and location of suitable means of financing of such require-
ments has taken time and has resulted in delay in d:e implementation
of projects. To give an example, the Found_ry Forge Project at Ranchi
has required some jmport of equipment outside Eastern Europe apd the
financing arrangements have taken time to complete, It would be of con-
siderable assistance if at least 10 per cent. of the aid made available for
a project is permitted to be utilised in third countries.

74. The World Bank and the IDA require that orders should be
awarded to the lowest tenderer, and they do not permit the grant of
preference to indigenous suppliers. Under Indian couditions, there are
a number of instances in which Indian suppliers charge somewhat higher
prices in terms of rupees but require less foreign exchange for under-
taking an order. We recommend that the World Bank and the IDA
should be asked to relax, in appropriate cases, the requirement that only
the lowest tender should be accepted, in order to enable fuller use to be
made of the industrial capacity available in India and to fucilitate the

conserving of foreign exchange resources.

75 The American authorities require that the use of American assis-
tance should be based on tenders confined to Amcrican firms, In cases
in which global tenders were invited in the first instance rc-tendering in
the U.S.A. has become necessary when it has bzcn decided to usc American
assistance. We recommend that tiie American authorities be requested
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to accept the. results of global tenders, if a reasonable number of Ameri-
can firms have participated, The order would, of course, be awarded to
the lowest among the, American tenderers.

76. In a number of instances, there are minimum value restrictions
on ordering against external assistance. We appreciate the desire of aid
giving countries and institutions to keep paper work to a minimum.
Nevertheless the minimum value conditions operate unfairly against the
smaller units. We recommend that at least in so far as requirements of
the small industry are concerned, those giving aid should endeavour to
remove the restrictions.



CHAPTER 1IX
ForEIGN EXCHANGE BUDGETING AND THE USE OF ASSISTANCE

77. We should like to refer in this, Chapter to some broad policy
questions of foreign exchange budgeting.

78. There is a natural anxiety to ensure that commitments are not
entered into beyond the foreign exchange resources that are definitely
available Foreign exchange budgeting is, therefore, done on a half yearly
basis. Both free foreign exchange resources and external assistance from
different sources enter into the foreign exchange budget. The amounts
allocated in any given half year are based on estimates of the balance of

payments position, the assistance definitely available and other rele-
vant factors.

79. There is no doubt that avoidance of unduly large ithporli commit-
mepts which the country may not_have the resources to honour must be
a primary objective of policy. Nevertheless, it is difficult for the agencies
in, the public and private sectors which are responsible for the imple-
mentation and running of projects to do efficient forward planning if
there is no indication whatsoever of the likely level of availability of
foreign exchange beyond a six menth period. In the case of funds for
the import of equipment against specified sources of assistance, such as
defnite loan agreements, we have recommended earlier that further
references to the Finance Ministry should not be necessary. The reports
sent in by the projects with regard to the latest estimate of ordering and
payments should be taken into account in the preparation of the foreign
exchange budget, but fresh formal allocations each half year and formal

releases of exchange for each separate order should not be necessary in
such cases.

80. There is need also for giving the authorities responsible ror arrang-
ing imports some forward indication beyond six months of the avail-
abilities of exchange for the impars of compouents and raw materials. A
definitive indication is clearly not possible, for export prospects are
uncertain and the availability of assistance is also not known on. 2 long
term basis. Nevertheless, the public sector projects could be advised that,
in the six months following the current half year the allotment. of ex-
rhange would not fall, below certain specified levels. In the case of pro-
jects requiring specialised components a.nd.. raw materials with long deli-
very periods, such as the units manufacturing heavy electrical equipment

a1
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or heavy industrial machinery, the project authorities should prepare
their foreign exchange budgets to cover at least two or three half years’
requirements and authorisations for the placement of orders could then
be given on that basis.

81. There is provision for annual licensing of the requirements of
components and raw materials of most private sector industries. It is,
however, indicated that the second halves of licences will be subject to
adjustmment in value at the start of the second half of the year. It would
help private industry if it were announced that the allotments against
the second halves of the licence will in any event not be less than some
specified percentage of the allocations in the first half year and that
orders to that extent may be placed in advance though the actual ship-
ment and payments can be affected only in the second half of the finan-
cial year. It would be desirable also to ensure that the licences for issue
in any given half year are physically issued within three months of the,
start of the licensing period. An allotment which is nominally unchang-
ed may in fact entail a significant reduction if the issue of the licence
is delayed by some months,

82. Greater attention might usefully be devoted to somewhat detailed
forward planning of foreign exchange to cover a period of two to three
years ahead. While broad estimates of requirements of components and
raw materials are made for a Plan period as a whole such estimates are
not tied as effectively as would be desirable with the administrative allo-
cations of foreign exchange on a half yearly basis. Continuing planning
of the use of foreign exchange for some intermediate time period, such as
two years, would help to bridge the gap between short term administra-
tive allocations and five yearly planning. There is a natural tendency
when making six monthly allocation to avoid radical departures from
the pattern of allotment in the preceding period. The proposed allot-
ments must be compared to an up-to-date assessment of the requirements

of each sector within the framework of development visualised in the
Plan.

83. The use of free foreign exchange resources to some extent to
secure the efficient and prompt use of aid cannot be avoided. The rule
that the requirements of imported equipment of the projects must be
financed from external assistance or investment is a sound one, and we
have suggested that some of the difficulties arising from the country tying
of aid need to be overcome by third country use of assistance being per-
mitted to some extent, Nevertheless, there will be instances in which
some use of free foreign exchange to complete a project, the requirements
of which have been almost entirely covered by assistance, may be very
worthwhile for the economy. The integrated planning of the use of
free foreign exchange and aid not only for six monthly periods but from



33

a somewhat longer perspective, will help to secure that the right decisio
are taken.

84, In conclusion, we should like to stress that improved aid utilisatic
depends not only on streamlining procedures but on raising the level
efficiency of Plan implementation. Qur report has therefore had
cover a wide field. We hope that the suggestions and recommendatio
that we have made in this report, while directed essentially towards tl
objective of improving the pace of aid utilisation, would also assist
the basic task of facilitating more rapid growth.

(V. K. R. V. RAO).

(B. N. ADARKAR).

(P. GOVINDAN NAIR).
(L. G. PATEL).

(V. K. RAMASWAMI).



SuMMARY OF MAIN CONCLUSIONS AND RECOMMENDATIONS

1. Chapter I is the mtroduction to the Report.

2. In Chapter II, the assistance made available by various friendly
countries and institutions is described and the progress of ordering and
disbursement is analysed. It is pointed out that the disbursement of
project-tied assistance is related to the deliveries of equipment, and must
therefore be spread. over several months or years. There should not,
however, be any delay in placing orders as soon as assistance becomes
available. It is recommended that Government should publish periodi-
cally statistics of ordering against available assistance, in addition to data
regarding disbursements. (para 12).

8. The present procedures for the negotiation of assistance are
described in Chapter III.

4. Chapter IV contains an analysis in summary form of the major
causes for delay in utilisation and serves as an introduction to the sub-
stantive portion of the report. The need for a larger share of assistance
to be in non-project form is stressed.

5. In Chapter V steps required to be taken to improve the utilisa-

tion of assistance by public sector projects are considered. The main
conclusions are as follows :—

(a) The middle ground between the overall mapping of re-
sources and the detailed study of particular projects is not
adequately covered. Considerably greater attention must
be paid to geological, meteorological, soil, water and forest
resources studies. Assistance may be sought from the U.N.

Special Fund and the World Bank for these surveys. (para
35)

(b) With regard to individual projects, the real initial stage is
the preparation of a feasibility report. No project should
be proposed for aid unless a feasibility report has been
completed. Large numbers of feasibility studies must be
prepared in order that schemes for which it would be
worthwhile to prepare detailed project rteports may be
identified. The feasibility studies must cover both econo-
mic and technological aspects and must be of a high standard
50 that they are acceptable to the institutions and countries
providing assistance. (para 36)

34
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(c) The next stage is the preparation of detailed project reports.
In the past, such preparation has often been deferred till
an unduly Jate stage. The early preparation of such reports
should be insisted on for each project which is considered
to be prima-facia feasible. It would be useful to draw up
lists of Indian and foreign firms qualified to prepare project
reports in different fileds. The institutions and countries
providing assistance could be requested to agree to finance
the foreign exchange cost of the preparation of project
reports, without being committed to financing the projects
themselves. (para 37)

(d) A major cause of delay has been the change in the scope of
projects at a late stage. Such changes should be avoided.

(para 38)

(€) Another cause of delay has been with regard to acquisition of
land, the erection of township, etc. Government should
review the legal position and take whatever steps are
mecessary to speed up land acquisition subject to certain
safegnards, (para 39)

(f) The need to secure financial sanctions at every stage is also a
cause of delay. Once the overall cost estimate has been
sanctioned, the project authorities should have complete
freedom within the overall amount to place orders, subject
to there being no material change in the scope of the work.
For this the preparation of reasonably accurate overall
financial estimates is necessary. (para 40)

6. In Chapter VI, the procedures for drawal of funds for projects for
which assistance has been earmarked are considered. Tt is concluded that
while the screening of import applications by technical authorities to
eliminate items available within the country has been of undoubted
value in conserving foreign exchange and promoting industrial develop:
ment, it has also been a major cause of delays. "The financial control
procedures also require to be modified. The following suggestions zre

made :—

(i) In the case of certain industries the practice is followed of
setting monetary limits for the import of standard plants,
and there is no detailed scrutiny of fhe list of goods. The
practice of relying on monetary ceilings rather than on
detailed scrutiny of items should be extended to a number
of other industries also. (para 47)

{ii) The existing procedures of detailed check of lists of items to
be imported by units with fixed assets of less than Rs. 25
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lakhs should be relaxed; such units should be allotted 2
certain overall amount of foreign exchange and within this
overall ceiling, subject, of course, to banned items not being
imported and the capacity as proposed being established,
the unit should be allowed to Import equipment as it
chooses. - For the larger projects prior screening of lists of
imported equipment seems justified but delays here could
be minimised if project authorities consult the D.G.T.D. at
as early a stage as possible. (paras 48 and 49).

(i) Much greater effort should be devoted by the D.G.T.D. to
the collection of really detailed and up-to-date information
regarding the equipment manufactured in the country
and the order book position of individual manufacturers.
This information should be kept on cards, should be acces-
sible to public and private sector industry, and should be
crosschecked on the basis of reports from customers.
(para 50)

i) ‘While items for which indigenous capacity is sufficient to meet
all requirements should be banned in the import trade
control policy, a liberal view should be taken with 1egard
to the import by actual users of other items of capital equip-
ment. (para 51)

v I Indian equipmt.ent becomes more competitive, the screening
of lists of equipment proposed to be imported from the
view point of indigenous availability will become easier. A
major reason for the high cost of Indian made equipment
45 the shortage of components and raw materials for the
machinery manufacturing industries. These industries
should be given high priority in the allocation of available
foreign exchange. They should also -been enabled to offer
equipment on deferred _payment .ba51.s, and the Develop-
ment Bank or other suitable institutions should provide
finance for this purpose. (para 52)

i uld be paid to the price aspect when screening

(vi) AEHE;::I as:,l;]icatioﬂsl-) Collection of price data is essential,

bo gl for determining whether import should .be allowed or

not and to choose between alternative foreign sources of

supply. The D.GS. & D. and the.D.G.T-D- could cooperate

in the collection of such information. Government agencies
abroad could assist in the work. (para 53)

i) ‘The private sector should be asked to actively assist in.«aollec-
i tion of information regarding the indigenous availability of
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various items particularly of capital equipment. If the
units requiring equipment and the manufacturers can agree
on what items can reasonably be allowed for import, many
of the present delays can be eliminated. There could be
separate committees with regard to .each major type of
equipment, and the Federation of the lndian Chambers of
Commerce and Industry and their Associated Chambers
should be requested to organise such committees. (para 54)

(viii) Prior clearance by the D.G.T.D. should not be necessary with
regard to the import of components and raw materials by
public sector projects. Reporting of orders placed may
however be insisted on. This procedine may also be
extended to the private sector, at least for priority indus-
tries. (para b5)

(ix) A major source of delay has been the requirement that a
public sector project must secure the clearance of the ad-
ministrative Ministry/Ministry of Finance before placing
each order for imported equipment or components or raw
materials of more than small value. Once foreign exchange
from specified sources has been allocated for the import of
equipment, there should be no further nced for the project
authority to make a reference to the adininistrative Minis-
try or the Finance Ministry. Similarly, the project authority
should be given full freedom to order components and raw
materials against half-yearly allocations of exchange made
from different sources, without having to make a reference
to the administrative Ministry/Ministry of Finance. The
project authorities would naturally have the responsibility
of ensuring that loan conditions are otserved. The pro-
jects themselves should have better arrangements than at
present for reviewing inventories and placing orders on a
scientific basis, in order to minimise stock-holdings. There
should also be provision for post-audit of use of foreign
exchange by the projects under the cdelegated powers.
(para 56)

7. In Chapter VII the specific problems of the private sector are con-
sidered. The following suggestions are made:—

(a) The new entrepreneurs should be assisted to develop projects
in a2 manner acceptable to financing institutions and collabo-
rators and capable of being implemented speedily. The Indian
Investment Centre should expand iis activities in this field,
and provide detailed advice regarding the feasibility of
proposed projects. (para 63)



38

{b) Government should publish periodically information regard-
ing availability of credits from different sources for finanec-
ing the import of the equipment. This will help business-
men to choose sources of supply for which funds are avail-
able. (para 64)

(¢) Industrial units should be offered as wide a range of choice
as possible with regard to the sources of supply. While this
may in some instances mean that a change of source will
need to be accepted after equipment has been selected, it
will in general operate to bring down prices of equipment
as a result of competition amongst suppliers in different
countries. (para 64)

(d) In a number of instances, the private industrial: unit propos-
ing to import capital equipment requires mnot a loan but
foreign exchange against cash payment in rupees. At the
present time, the availability of foreign éxchange for this
purpose is inadequate. Somewhat larger amounts should
be made available for this purpose against Government to
Government loans. (para 65)

{¢) The non-availability of adequate rupee finance has operated

' to delay the implementation of a number of priority projects
for which foreign exchange has been earmarked. The LF.C.
and the LCIC.L have been of assistance, but the institu-
tional arrangements in this regard require further review
by Government. (para 66)

() The possibility of laying down standard foreign collaboration
terms for different .industries should be examined by Gov-
ernment. (para 67).

8. In Chapter VIII, the policies and procedures of aid-giving countries
and institutions are considered. The following suggestions are made:—

(3) Non-project assistance should form a larger part of the total,
Project assistance should be defined to include components
needed for the manufacture of capital equipment and the
initial stock of components of machinery manufacturing in-
dustries whose equipment is financed by aid. (para 69).

(b} The delay between pledges at the Consortium meeting and
actual commitments can be reduced if selection of pro-
grammes and projects is made as part of the Consortium
exercise. Alternatively, such selection should be made within
a specified period of, say, two months after a Consortium
meeting. This pre-supposes that projects and programmes
put forward at Consortium meetings will be at an advanced
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stage of readiness; earlier recommendations have been dé
signed to secure this. (para 70).

(¢) The delay in placing of orders can be reduced if it is agreed in
advance that all orders placed after the date of Consortium
pledge will be picked up for financing in the event of loan
agreements being concluded. (para 70)

(&) The commitment of the entire foreign exchange cost of a pro-
ject at the start is a major cause for apparent delay in utili-
sation. While partial financing is a solution, it has its limi-
tations and it should be resorted to only for high priority
projects. (para 72).

{(e) It will be of considerable help if at least 10 per cent of the
aid given for a project is made available for purchase
in third countries (para 73). '

( The World Bank and the LD.A. should agree to relax the
requirement that the lowest tender should be accepted in
order to permit placing of orders on indigenous suppliers
who may charge higher prices but who would require less
foreign. exchange. (para 74). ’ S

(&) The U.S. authorities may be requested to relax the require-
ment that there should be tendering confined only to the
United States if American assistance is to be forthcoming.
The results of global tenders should be accepted. (para 75} -

(h) The minimum value restriction on use of external assistance
should be done away with to the extent feasible. . (para 76) -

9. In Chapter IX, the manner in which foreign exchange budget pro-
cedure should be revised to ensure the prompt use of assistance is dis-
cussed. It is suggested that the use of assistance of different types and of
tree foreign exchange sheuld be carefully co-ordinated. It should be
possible to forecast minimal availabilities of foreign exchange for a few
half years ahead. On the basis of these estimates medium term plans for
the utilisation of both external assistance and free foreign exchange could
be prepared. If the users of foreign exchange have some idea of the
magnitudes of releases likely to be made to them for a few half years
ahead, they can programme utilisation more effectively than at present.

It is pointed out in conclusion that improved aid utilisation depends
not only on streamlining procedures but on raising the level of efficiency
of Plan implementation. The hope is expressed that the suggestions and
recommendations made in the report, while directed essentially towards
the objective of improving the pace of aid utilisation, would also assist in
the basic task of facilitating more rapid growth.



APPENDIX 1

List of Ministries/DEpartments of the Central Government, State Gov-
ernments, Public Sector Undertakings, Chambers of Commerce and
other Organisations and individaul businessmen from whom replies
have been received.

Central Government's Ministries{Depariments.

(i) Ministry of Food & Agriculture (Deptt. of Food)
Ministry of Food & Agriculture (Deptt. of Agriculture)
Ministry of Irrigation & Power
Ministry of Mines & Fuel [

Ministry of Transport & Communication (Deptt. of Communica
tion).

Ministry of Transport (Deptt. of Transport)

The former Ministry of Economic & Defence Coordination

Department of Supply and Technical Development

The Directorate -General of Technical Development.

The Directorate General of Supplies and Disposals,

State Governmenis

(i) Government of Andhra Pradesh
Government of Gujarat
Government of Jammu & Kashmir
Government of Kerala
Government of Madhya Pradesh
Government of Maharashtra
Government of Mysore
Government of Punjab
Government of Rajasthan
Government of West Bengal.

Public Sector Underlakings

(iii) The Heavy Electricals Ltd.
The Hindustan Cables Ltd.

40



4]
The Hindustan Photo Films Ltd.
The Indian Drugs and Pharmaceuticals Ltd.
The Hindustan Antibiotics Ltd.
The Indian Refineries Ltd.
The National Coal Development Corporation,
The Fertilizer Corporation of India

The Heavy Engineering Corporation,

Chambers of Commerce and other Organisations

{(iv} Tederation of Indian Chambers of Commerce and Industry, New
Delhi.

The Associated Chambers of Commerce of India, Calcutta.
The Bombay Chambers of Commerce % Industry

The Madras Chamber of Commerce

The Bengal National Chamber of Commerce & Industry, Calcutta
The Bharat Chamber of Commerce, Calcutta

The Indian Chamber of Commerce, Calcutta

‘The Bihar Chamber of Commerce, Patna

The Southern Indian Chamber of Commerce, Madras

The Punjab & Delhi Chamber of Commerce, New Delhi
'The Maharatta Chamber of Commerce, Poona

The Tuticorin Chamber of Commerce

‘The Cochin Chamber of Commerce

The Indian Engineering Association, Calcutta

The Indian Rubber Industries Association, Bombay

Association of Merchants and Manufacturers of Textile Stores &
Machinery, Bombay

All India Association of Industries, Bombay

The Indian Merchants Chamber, Bombay

The All India Manufacturers Organisation, Bombay
Tata Industries Private Ltd.

The Chairman, Industrial Credit and Investment Corporation of
India Ltd., Bombay.

The Chairman, Industrial Finance Corporation, New Delhi.
The Chairman, Indian Investment Centre, New Delhi,
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Individual Businessmen
(v) Shri Babubhai M. Chinai
Shri G. D. Birla
Shri B. M. Birla
Shri R. G. Saraiya
Shri G. D. Somani
Shri A. M. M. Murugappa Chettiar
Shri G. M. Modi
Shri B. L. Jalan-
Shri M. A. Chidambaram
Seth Kasturbhai Lalbhai
Shri Padampat Singhania
Shri 8. P. Goenka
Shri Neville N. Wadia
Shri Arvind Mafatlal
Shri Ramnath A. Podar
Shri N. Dandekar
Shri T. §. Krishna
Shri C. H. Bhabha
Shri D. P. Mandelia,



APPENDIX I

Procedures of aid giving Countries/Institutions

Procedure for utilisation of foreign credits depends upon the nature
of the credit. Generally speaking, there are two types of credits viz. (i)
to the Government of India from the foreign lending country or institu-
tion and (ii) to the Indian importer arranged by the foreign supplier
through his bankers. The former credits are known as direct credits
and the latter as suppliers credits.

2. Direct 'credits to the Government of India—Agreements for such
credits are entered into by the Department of Economic Affairs and the
foreign ‘exchange accretion under the credits is mede available to the
importers in public and private sectors.” The Indian importers (both in
public and private sectors) enter into cash contracts with foreign suppliers
and the payments to the suppliers are made either initially from Govern-
ment resources and subsequently reimbursed under the credit or directly
out of the credit. - In the case of public sector purchases, after payments
have beén made ocut-of thé credit in the case of direct payment arrange-
ments, debits- are raised on the project authorities in the usual way and
the payments’ are adjusted in accounts. In the case of private sector
contracts for which payments have to be made directly out of the credit,
in order to safeguard Government position, bank guarantees are furnished
by the private firms undertaking to deposit the rupee equivalent of pay-
ments into .Government account. “The Department of Economic Affairs
-::eceigg- advice about the payments to. the suppliers and call upon the
private importers to deposit the rupee equivalent into Government
account. '

3. Suppliers credits—The credits from France, Belgium and Italy are
in the nature of suppliers credits. A part of the credit from Holland and
Japan is also in the form of suppliers credit. For using such credits, the
Indian importers whether in the public or private sectors enter into con-
tracts on deferred payment basis with the foreign suppliers. The terms
and conditions of the deferred payment credits are incorporated in the
contracts. Based on the approved payment terms which are indicated in
the import licence, the Indian importers make remittances to the fore_igﬂ
suppliers as and when payments fall due. One difficulty with the suppliers
credit is that an advance payment ranging between 197, to 1597 is payable
to the suppliers as only the balance .is guaranteed under the extended
export credit arrangement. The procedure as in the case of the French
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credit is complicated as in addition to issuing promissory notes evidencing
the debt the prices also have to be renegotiated in order to conform to the

pattern of payments required to meet the procedure for operation of the
credit.

4. Procedure for withdrawal (utilisation) of funds from IBRD[IDA
Loans/Credits.—As soon as a project is approved in principle by the
IBRD/IDA authorities, a detailed project report is sent to them. After
going through the report, an appraisal team is deputed by them to make
an on the spot study of the project and the financial implications and
on ‘the basis of this appraisal report the terms of the loan/credit are then
settled with the Bank/IDA by a negotiating team comprising -of the
representatives of the project authorities and the administrative Ministry.
After approval of the Executive Board of the Bank/IDA, thé loah docu-
ments are signed by the authorised representatives of the Bank/IDA and
the borrower. But the borrower’s right to withdraw from the Joan
account accrues only jafter the loan has been declared effective on pro-
duction of legal opinion to the effect that the Loan Agreement/Guarantee
Agreement has been properly executed and ratified.

5. IBRD/IDA extends loans to (i) the Government of India and to
(ii) the public sector autonomous bodies or private sector industries under
guarantee of the Government of India. In both these types of loans,
procedures have been laid down by these two institutions for withdrawal
of funds from the loan account. These are known as Case 1 Case III,
Case V and Case VI procedures, brief details of which are indicated below:

. .-'5._1: Case I Procedure.—Payment for impotts against the loanferedit
is initially made by the borrower and then got reimbursed from the
Bank /TDA by submitting prescribed applications.

5.2. Case III Procedure.~Under this procedure there are two methods:

(a) Payments to be made by the Bank/IDA direct to suppliers
on receipt of a request from the borrower in the prescribed
form supported by documentation;

(b) Advance withdrawal by the borrower [or subsequent payments
to the suppliers,

’ 5.3. Case V Procedure.—A borrower may wish to use a letter of credit
in connection with the purchase of goods which will ultimately be financed
out of the Bank/IDA Credit and in certain cases the commercial bank
involved may be unwilling to issue or confirm the credit without some
security. In such cases the borrower may request the Bank/IDA to issue



45

o the commercial bank s irrevocable agreement to reimburse the com~
mercial bank for payments made under the credit. A borrower wishing:
to use this procedure should submit an application to the Bank/IDA
using case V procedure.

5.4. Case VI Procedure—A borrower may wish to use a letter of credit
in connection with the purchase of goods which will ultimately be financed
out of the Bank/IDA credit and in certain cases the commercial bank
involved may be unwilling to issue or confirm the credit without some
security. In such cases the borrower may request the IDA/Bank to issue
to the commercial bank its qualified agreement to reimburse the commer-
cial bank for payments made under the credit. A horrower wishing to
use this procedure should submit an application to the Bank/IDA using:
Case VI procedure.

6. Project authorities are given the option by the Bank/IDA to follow
one or more of the above procedures. To ensure quicker disbursement
of loan amount and avoid complications with suppliers Case I procedure:
is preferred, even though it involves an outgo of foreign exchange from:
free resources in the first instance. The burden on this account does.
not become heavy because the time lag between submission of withrawal
application by the borrower and issue of withdrawal authorisation by
the Bank/IDA is not considerable.

7. Drill by user Ministries— (i) Before a lean proposal is made, the
particular project/projects sponsored by the administrative Ministry are:
approved by -the Department of Economic Affairs in consultation with
the Planning Commission and clearance is also obtained from. the C.G.
- Committee.

(ii) IBRD/IDA loans can be used for procurement of goods and
services etc., as detailed in the List of Goods approved by the Bank/IDA
for each loan agreement.

(iii) Procurement of goods is on the basis of broad international
bidding and the offer has to be made to the lowest technically acceptable:
tenderer belonging to a country which is a member of the Bank or to.
Switzerland. But there are exceptions which have been specifically agreed’
to by the Bank/IDA authorities in each such case.

8. Loans from Export-Import Bank, U.S.4.—The Export Import Bank
which is also an agency of the U.S. Government, works in close collabora-
tion with the Agency for International Development of USA and picks
out projects for its financing out of the proposals made by Government of
India to the AID. Its financing is confined to the acquisition in USA and'
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sexportations to India of Capital equipment, initial spare parts and relat-
ved services required in  connection with the programme of economic
development in India, covering both public and private sector projects,
‘{The Eximbank is not wedded to any particular form in which the loan
application should be prepared).

9. The loan application after examination, if considered adequate, is
transmitted to Eximbank through the Indian Embassy, Washington. The
Eximbank, after examination, conveys its intention to the Government of
India or to the private party concerned. This is followed by a draft loan
agreement which is thereafter signed in Washington. The legal opinion
-and other conditions precedent to implementation of the loan agreement
-are then fulfilled.

10. The proceduzes to be followed in respect of Export Impor. Bank
Joans are laid down in detail in a booklet issued some time ago. The
;procurement is done mostly by Directorate General of Supplies and Dis-
posals or by India Supply Mission, Washington in respect of Government
Departments and public sector projects. In respect of private sector in-
-dustries, orders are placed direct by them with reference to the import
licences issued to them. The Eximbank’s mode of payment is similar to
that obtainable under the reimbursement procedure applicable to AID.
The Eximbank has, lately however agreed to issue a letter of guarantee to
~certain banks within stipulated limits in the USA so that more or less the
letter of commitment procedure as in the case of AID loans may also be
followed.

Il. Eximbank’s loan agreements stipulate cent per cent shipping on
US vessels but there has been agreement between the Bank and the Gov-
ernment of India that 50% of the Cargo can be shipped on Indian
ships. In case, no Indian or US vessel is available, prior wavier from US
Maritime Administration has to be obtained. The freight etc. paid to
%nd(ilan or third country vessels is not eligible for financing out of the loan

unds.

12. Development Loan Fund/Agency for International Development
Loans.—After a decision is taken regarding the projects that are to be
‘Sme_ltfed to US AID, a loan application is prepared by the appropriate
Administrative Agency or the private sector firms as the case’ may be in
the proforma laid down iri the Feasibility Manual published by U.S. AID.
The application is thereafter scrutinised by the Department of Economic
Affairs and also by the Ministries of Industry and International Trade
in case of loans to private sector firms and if found in order it is sent
to the AID, Washington, through the Indian Embassy. 'The loan appli-
cation is referred  to the Exim Bank by the AID with a view to ascer-
taining their willingness to pick up the project for financing. In case
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they are not willing it is then taken up by AID. After examination of
the loan application and after approval of the same, the "Agency for
International Development indicates their intention to the Government
of India of their decision to extend a’loan. This communication known
as “Letter -of Intent”, indicates the broad purpose for which the loan is
proposed to be extended, the terms of repayment and such other infor-
mation as may be considered important. Thereafter a draft loan agree-
ment is also sent to the Government of India and after scrutiny and
«discussions between the two agencies, the loan agreement is signed either
in India or in Washington as may be appropriate. :

12.1. Implementation of the loan—The procedures to be followed in
respect of the DLF/AID loans are laid down in considerable detail in the
implementation letters issued in respect of each loan agreement. These
conditions indicate inter alia the points at which consultations/approval
with or of AID may be necessary. These conditions may vary from one
loan to another but broadly may be classified into three sets, viz. (i) condi-
tions relating to specific projects; (ii) conditions relating to non-project
loans; and (iii) conditions relating to the loans directly extended to the
private parties but where certain functions aré required to be performed
by the Government of India. The detailed aspects of all the conditions
are considered in the succeeding paragraphs.

12.2. The loan agreement itself stipulates certain conditions which are
to be fulfilled before any payments can be made under the loan. These
conditions may be stated as under:—

(a) A legal opinion in support of the validity of the agreement
has to be furnished by the Government of India. This is
usualIy given by the Attorney-General of India;

(b) The ]omt Secretary in the Department of Econormc Affairs
has to nominate. officers who will  transact business with
AID in respect of various matters. The officers nomi-
nated in this respect are: The Chief Accounts Officer, ISM
and the Accounts Officer, ISM;

{(c) Furnishing to AID a list of eligible items to be financed
under the loan. ‘This is mostly applicable  to AID non-
project loans.

12.3. The Implementation Letters issued in respect of each loan agree-
‘ment also inter alia contain certain conditions which are to be fulfilled
belore any payments can be made under the loan. These conditions in
respect of specific projects: (e.g. power) relate to the submission of the
engineering plans, details of the contracts awarded, scope of the con-
sultancy services etc. - After these details are furnished and approved by
the AID, AID are then ready for disbursement under the loan either on
detter of commitment or reimbursement basis.

12.4. The requests for establishment of the letter of commitment have
‘to be made in accordance with the instructions set out in the relative
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implementation . letters. These requests shall indicaie the AID loans
Dollar value, name of the U.S. Bank, name of the approved applicant.
expitation date and nomenclature of items to be financed.

12.5. The procurement of A.LD. financed funds on behaif of Govern-
ment Departments and public sector undertakings is done by D.G.S. & D.
or 1.S.M. and necessary letters of commitment are obtained by that organi-.
sation direct in consultation with G.A.Q., LS.M. In respect of the
licences issued by the Ministries of Indusiry, Steel Mines and - Heavy
Engineering, requests for letters of commitment are made by those agen-
cies to C.A.O., 1.8.M. through the Accounts Branch of the Economic:
Affairs Department though previously they used to make direct requests.
In the case of direct loans to private parties, requests are made by the
parties concerned direct to the AID.

12.6. Mode of payment.~In respect of specific project loans and im-
ports by Government Departments and public sector undertakings against
non-project loans, the letter of commitment procedure is followed and im
respect of non-project imports by private sector firms, reimbursement.
procedure is followed, Reimbursement procedure also becomes neces-
sary in cases where imports have to be permitted before the loan agree~
ment is signed and conditions precedent to initial financing, as per para
12.2. above, are fulfilled.

12.7. The following covenants concerning procurement etc., have also.
to be observed:—

(a) Eligibility date.—No goods or services may be financed by the
Loan which arise out of orders or contracts firmly placed or
entered into prior to the date mentioned in the loan agree-
ment. .

(b) Reasonable Price.—The Borrower covenants to pay no more
than reasonable prices for goods and services financed under
this Agreement, which should normally approximate the
lowest competitive price for the goods and services procured,
guality, time and cost of delivery, terms of payment, and
other factors considered.

(€) Competition.—Goods and construction services financed by the
Loam shall be procured on a competitive basis.

(d) Small Business Notification.—The Borrower shall cause to be
received by A.LD., at least thirty (30) days, or such longer
Period as ALD. may determine, prior to the time of order-
g or contracting for any goods or service costing more than
the equivalent of Five Thousand United States dollars
(5.000), a description (in the English langnage with speci-
fications in terms of United States standards) of goods or
services to be financed by the Loan and of the manner of
submitting bids therefor; provided however, that A.LD.
may, upon application by the Borrower, reduce such notice
period or waive any or all requirements of this Section in
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its application to particular transactions where it deems ‘that
such action is necessary.

{e) Source of Procurement.—All goods and services financed by the
Loan (including transportation but excluding marine in-
surance) shall have their origin in and shall be procured
from the United States of America.

(f All consultancy services contracts have to be approved in
advance, at a draft stage, by A.LD. This is a Congres-
sional imperative.

(g) American personnel engaged by any one of the consultancy
firms or appointed direct by any one of the projects are to
be cleared by the Department of State U.S.A.

12.8 Shipment.—One of the conditions included in the loan agree-
ments is that a minimum of 50% should be carried in the U.S. Bottoms
and ocean freight on U.S. Bottoms is payable from loan funds. '

12.9. Drill for the actual users.—The procedure to be followed by the
private sector licences against the non-project loan, is laid down in great
«detail in the public notices issued by the former Ministry of Commerce &
Industry and the Department of Iron and Steel under each loan. These
public notices contain in addition to the above mentioned conditions, the
«etails to be furnished to the Administrative Agencies for meeting the
reporting requirements indicated in the Implementation letters.

12.10. Utilisation of goods and services.—All  goods and  services,
financed under the loan should be utilised promptly for the purchase for
which they were obtained. A.LD. reserves the right to make on-the-
spot-inspections to verify that the goods have been so used.

18. Procedure for Utilisation of Credits—West European Countries,
dinited Kingdom, Ganada & Japan.

13.1. Danish.—The projects to be financed under the credit have
salready been agreed to in the Credit Agreement itself. The drawals
from Danish Credit are made only after payments had been made to the
suppliers in the usual way through banking channels. On production
ol certain documents in proof of the fact that payments have been made
to the Danish suppliers, reimbursement is obtained of the payments al-
ready made to the suppliers under the Credit.

18.2. Italian.—The Italian credits are in the nature of extended suppli-
ers’ credits. A part of the credit is available as non-project aid.



13.3. Dutch—65%, of the Dutch credit is in the form of a general pur-
pose loan and the balance of 359, consists of extended suppliers’ credits-
guaranteed by the Dutch Government. For the general purpose loan
both the direct payment and reimbursement procedures are applicable.
The extended suppliers credit is a2 deferred payment arrangement spread
over a period of 10 years from the date of last shipment of the equipment.

18.4. Austrian—The purchases under the Austrian Credit are inti-
mated to the Austrian Authorities who advise the Austrian suppliers of
the availability of financing under the Credit. It is only after receiving:
this confirmation about financing that the suppliers start manufacture
of the equipment. According to .the arrangements agreed to for the
operation of the credit, Letters of Authority are issued by the Department
of Economic Affairs to the Austrian National Bank for each payment, as.
and when it falls due. For this purpose, Austrian suppliers have to in--
form the Indian importers of the payments due, and on receipt of request.
from the importers the Department -of Economic Affairs issue- the letters.
of authority. 50

13.5. Belgian.—The procedure for utilisation of the Belgian credit is.
that on certification by the Government of India that a particular import
is included in the Third Five Year Plan and has been assigned adequate
priority, the Belgian supplier would approach the Belgian export credit.
insurance organisation Office National du Ducroire through his bankers
for acceptance .of the proposal for export credits. The payment terms
usually require a down payment of 5% on order and a further payment.
of 10% on delivery ‘of equipment and the balance 85% value of the
equi_pment is payable in 10 years from the date of delivery. Export:
credit insurance charges would usually be included in the price itself and
in addition to it interest between 6.5 to 6.759, would be charged.

13.6. German.—Under the German Credit payments are to be made to
German suppliers by the Kreditanstalt directly out of the credit. Kredit-
anstalt makes the payment to the suppliers only when the contract has.
been transmitted to it by the Indian High Commission in London. The:
importer’s bank in India for private sector purchases sends intimation to
the Kreditanstalt. The Kreditanstalt makes payment on the German:

s“PI_’HEI’S _and sends intimation to the Loans & Credits Section of the
Indian ngh Commission in London.

13.7. French.—French Credit is in the nature of extended suppliers”
credits, .

13.8. Swiss~Swiss Credit follows the principle ol reimbursement i.e.
payment has first to be made to the suppliers out of free resources. It
1s only after 10097, payment has been made to the suppliers and support-
ing documents have been collected that reimbursement of 9097, value of
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the payment made is obtained. The balanee of 109 is met from free:
resources.

13.9. U.X.—Drawals can be made either directly out of the credit orr
reimbursement can be obtained en the basis of certain documents fur-
nished by the importers. In the case of balance of payment credits,
there is no difficulty in drawal as U.K. authorities want only some indi-
cation of the payment having been made to the U.K. suppliers. This
indication is given on production of exchange control forms certified by
the UK. paying banks. 1In the case of public sector, usually payments
are made by the Chief Accounting Officer, High Commission of India,
London, directly out of the credit. In the case of private sector, remit-
tances are made by the private parties in the usual way through banking
channels.  After the payment has been made by the importer in India,
he sends receipt and invoices plus a certificate showing that the goods
are manufactured in U.K. These documents are passed on to the Indian

High Commission in London for obtaining reimbursement from the
Credit.

13.10. Japan.—Japan has been extending these credits in two  ways:
(i) suppliers’ credits, and (ii) direct credits to the Government of India.
As soon as copies of contracts are received from firms, they are sent to-
the Export Import Bank of Japan for securing their approval. It takes.
about two months or so for the Bank to give the approval in each case..
For public sector contracts payments are initially made to the suppliers-
from Government of India reseurces through a special account of the:
Embassy of India in Tokyo and thereafter the payments are reimbursed’
under the credit. Private sector parties open special letters of credit
on the Japanese Banks nominated by the Exim Bank of Japan. On the:
basis of this letter of credit, the Japanese bank makes payments to the:
Japanese supplier directly out of the credit.

13.11. Finnish.—This is a suppliers’ Credit.

18.12. Canadian—These credits are available to finance purchase of
Canadian capital goods under the provisions of Export Credits Insurance:
Act of Canada. ‘The benefit of the credit will accrue to the Government
of India in case of public sector projects and private importers who want

to pay cash. In the case of other private importers the benefit  will
accrue to themselves.

14. In the case of public sector projects and those private sector pro-
jects who do not want to avail of the credit facility, two agreements will
be signed, one, between the Government of India and the Canadian Ex~
port Credit Insurance Organisation calied the ‘Financial agreement’ sett-
ing out the terms of repayment etc., and the supply contract betweenr
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the importer and the supplier for import of machinery etc. Supply con-
tracts will mention that import of machinery etc. is being financed under
the agreement signed between the Government of India and the E.C.LC.
The .Government of India will issue promissory notes to E.C.L.C. who
will make «the payments to the supplier.

15. In the case of loan to private parties, the importer will enter into
a contract direct with the E.C.I.C. after providing such guarantees as the
E.CIC. want. Draft contracts will be approved by the Ministry of Com-
merce & Industry in consuliation with the Ministry of Finance.

16. Credits from U.S.S.R., Poland, Yugoslavia and Czechoslovakia.—
The payment to the foreign suppliers for supply ol machinery etc. is
made by the State Bank of that country against Letters of Authority/
Guarantees issued by the Department of Economic Affairs on the request
of the project authorities in India. The foreign bank of the country
raises a debit against the Government of India as und when the payment
is made to the foreign suppliers and intimates to the Ministry of Finance
the payments made aguinst the Letter of Authority/Guarantee. The

project authorities are asked to deposit the rupee equivalent to the account
af .the Government of India.



APPENDIX II1

Statement of Bxternal Assistance for which agreements have beer concluded and
utilisation as on 31st December, 1963

(Rs. Crores)
Total Value Loan
amount™ " of equip- amounts
Source of the Loan for which  ment/stores utilised
loan agree- ordered upto
ments upto 31-12-63
have been 31-12-63
signed
upto
31-12-63
1 2 3 4 5

1. Loans Repayable Directly in Foreign Currency
1. LB.R.D, Loans
‘A’ BEconomic infrastructure
1. Railways . . . 17991 179°91 17991

2. Aviation . . 267 267 . 267

3. Ports . . . 3048 22-80 16°38

4. Irrigation & Power . 43°54 43°00 41416
‘B’ Industrial Development

1, Steel Plants . . . 74°59 74°59 7459

2. Coal Production - 2596 13'92 1:06

3. Development of Private
Industries (loans to ICICI) 42°82 1874 17.22

4. Agricultural machinery - 3'43 343 3'43
ToraL IBRD . . - 40340  359°06  336-42
(2) I.D.A, Loans
‘A’ Economic infrastructure

1. Railways . . . 32°14 2481 1567
2. Ports . . . . 857 176 1°30
3. Irrigation & Power . 5356 2371 I11'01
4. National Highways . 2857 22°49 1098
5. Telecommunication . 20-00. 11.39 259

TotaL IDA 142:84 84-16 4155

53
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3 4
(3) United Kingdom Loans
‘B’ Industrial Development
1. Steel Plants (Durgapur) . 6466 56-64 37°24
2. Oil Pipsline Construction . 400 400 400
3. Import of Machinery 199.32  182:00  I52-5%
4. Import of Steel 467 4'00 0°32
TortaL UK + 27265 246-64  I94°II
(4) Federal Republic of Germany
‘B’ Industrial Development
I. Steel plants including
finance for repayment 181-93 181-93 136-94
2.- Import of machinery inclu-
ding commodities and ser-
vices . . . 106-25 5131 4321
3. Untied cash credits . 61-92 61°92 61-92
4. For infrastructure projects 9-76 976 .
TOTAL={(GERMANY 359-86 304-92 24207
(5). U.S8.A. Bank Loans and Loans from the
Bozing Company
A, Economic infrastructure
1. Aviation (Purchase of
aircraft . . . 2730 12430 7-04
Wheat Loan from U.S.A. 903X 90-31 90-31
(6) U.S. Export-Import Bank
Loans
A, Econqmg'c infrastructure
1. Aviation (Purchase of air-
craft) . . . 6-82 6-82 6-82
B. Industrial Development
1. Capital equipment for deve-
lopment programmes 13603  116:36 9949
C. Unclassified
1. East India Hotels 0-34 .
TOTAL—-EXIM-BANK 143°19  123-18 10631
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(7 U.S. AID Loans

‘A’ Economic infrastructure
I. Railways . . .

2. Power

28-03
12152

‘B' Industrial Development
1. Capital equipment for de-
velopment programmes .
2. Import of commadities ~ &
maintenance items’

3. Coal Washery Plants and
acrial ropeway for collieries

Jo-75
209°53

810

1991
5320

1573
2922
1421 572
1$1°71 130°22

200 190

ToTAL—AID . . 39793

241°03  182°'s9

{8) Canada
*A’ Bconomic infrastructure
I. Railways
2. Power . . . .

3-39
19-81

‘B’ Industrial Development
I. Import of Capital Goods -

*C* Unclassified
I. Wheat Loans . .

o 44

15-71
TOTAL—CANADA

339 .
19-81 ..

0-44 ..

1571 15°7

39°35

3935 is'71

(9) Japan
‘B* Industrial Development
I. Capital equipment for de-. . .
velopment programmes
including Orissa Iron Ore
Project and import of

textile machinery 10775

*This does not in

clude Japanes:
ad-boc credit of
Rs:.8-64  crores

8r-o1 given in 1959.

4371

TOTAL—JAPANY . .

.

107.75

81-01 4371

(10) Switgerland
‘B’ Industrial Development
1. Capital equipment for de-

velopment programmes 15°25

9-48 084

TOTAL—SWITZERLAND . 15°25

9-48 o-84

(11) France

‘B’ Industrial Development
I, First, Second and third
credit for Third Plan

2. Loan to IFC for develop-
ment of Private Indus-

33°33

4:76

17°44 .-

TOTAL—FRANCE . 38-00

17°44 ..
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x 2 3 4 5
(12) Italy
‘B* Industrial Development
1, ENI credit for petroleum
industries in the - Publlc
Sector - . . 2I°43 1163 0-24
2. Capital eqmpment for
projects & commodities 25-61 3-17 1+48
ToTAL—ITALY - - . 47°04 14-80 172
(13) Kuwait* . ... . 34-19 .- 34-19 *Represents - the
T ’ value of special
In ian notes which
were in  circula-~
tion in Kuwait.
‘The notes have
been  repatriated
to India and the
‘amount . has been
treated as loan.
(14) Austria
‘B’ Industrial Development
1. Import of Capital Goods
and mchinery . . 421 2°98 052
(15) Belgium
‘B' Industrial Developiment
1* Import of Capital Goods 952 158 .
(16) Netherlands
‘B* Industrial Development
1. Import of capital goods 13°I5 1-18 .
(17) IMPE Drawings
Balance of Payments Assistance 32137  273:75* 27375 *Notional
I. Total Loansjcredits re-
payable in Forexgn ~Curs
rency . < 245240 1903-17 157084
I1. Loans repqyable through expi
of goods
. U.S SR
‘B’ Industrial Development
() For Steel Plant (Bhilai) 64-74 6474 64-74
(i) Oil Refinery . . I1I'91 1191 10'05
(#i) Druge Project . 9'52 9'23 531
(tv) Industrral Develoment
projects andprogrammel 297:64 - 17076 84:99
Totar U.S.S.R. . 383-8x 256°64 16509
2. Czechoslovakia
‘B’ Industrial Developenent
£. Machine Bulldmg' Indus-
tries . 2310 1215 .
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I 2 3 4 5
(3) Yugoslavia
‘B’ Industrial Development
For import of Capltal Goods,
Shipsetc, . . 19° 05 814 0-09
(4) Pokand
‘B’ Industrial Davelopment
¥or import of industrial
machigery and equip-
ment mcludmg coal in-
dustry . . 2980 1307 I:04
I1. ToTAL REPAYABLE BY '
ExporT oF GCODS . 45576  290°00 16622
ToTtaL OF I aND II ' 2908-16 2193°17 ¥737°06
111, Loans repayable in Rupees
(1) Denmark,
‘B’ Industriai Development
1. For import of Capltal
Goods ' . 1-03 004
(2) U.8.4.
Development Assistance Loans -
‘B’ Industrial Development .
1. Development projects 61'91 42 22% 61'9x1 *Balance of the.
2. Orissa Iron Ore Pro- loans made avail-
ject . . . . 8:76 876 633 -able in Rupees.
TOTAL - . . . 70°67  50'98 6824
(3) DLF (AID) Loan Agresments
A. Economic I'nfrasttucture
.I. Railways . . 54-76 5475 5130
‘2. Power . . 66+66 51°93 28-09
‘B’ Industrial Development
1. Equipment for Industries 6532 60°46 5538
2. Import of Steel . 40'19 3938 3938
3, Jeep and- Truck Compo—
" netts Imports 622 622 622
‘4. Import -of non-ferrous
metals . ’ 952 952 9°52
ToTAL—U.S.A. AID ) 2-42‘-67  222°26 189+ 89
(4) Loans unden PL 480
‘B’ Industrial Development.
I. To finance schemes of _
economic development 518-0% * 25881 *As these are
Rupee loans the
‘TOTAL REPAYAELE IN RUPEES 832-42 27328 516-94 question of over-

seas orders does

not arise.




APPENDIX IV

Statement showing the comparative position of agreements concluded, orders placed and amount
disbursed against the loansicredits mads available in foreign currency by foreign countries

institutions.
{(Rupees in Crores)
Loans Loans re- Loans re-
directly re- payable payable in
. payable in  through Rupees but Total
Position as on foreign export of made avail-

currency  goods (loans able in
from USSR foreign cur-
and other reucy

East Euro-
peon.coun-
tries
I 2 3 . 4 5
-3-1956
(Euc? of First Plan)
Amounlt dfoctl' which agreements
conciude . . . 1476 64" . . .
Amount Disbursed . . 47 -1 .. 47 Ii_f, iig?;
&%) - (16%) (55%)
1-3-1961 '
3 {End of Second Plan)
Amounlt dt‘o; which agreements
conclude . 838- . . .
Amount Disbursed : . 636-3 4;‘;.; f‘;’; f 13;163
(78%) (17%) {48%) {56%)
1-3-1962 j
3A§noul‘it for whu:h agreements
conchuded . . -
AmountDistursed | 1 gggn ST 2962 1der
71%) (23%) (4% (57%)
1-3-1963
3 Amount for whn:h agrcements
concluded 17772 4558 . .
Orders placed . . , 1330°8 2438 :ggg igizg
N o,
Amount Disbursed . . . 1030 (5%)  Go)  (73%)
9 10 1397
(3%)  @9%)  Gawn) o3t
30-9-5963
Arnounlt dfog which agreements
concludae . 1 . ,
Orders placed e I‘;;g.; ggf‘g 2950 .;?gg g
[+
Amount Disbursed ; . f?;oﬁ 5 (62%) (o1%) (79%)
AT A S L G
o) (33%) (79%) 59%)
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1 2 3 4 5
31-12-1963
Amount for which agreements :
concluded C . 21055 455°8 2950 28563

Orders placed 1634'3 2900 273°3 2197°6
(78%) {64%) 93%) (77%)

Amount Disbursed . . 12678 166-2 238 16724
(60%) (36%4) (81%4) (59%)

This statement excludes : (i) Drawings from IMF; (i) Loans raised out of PL 48¢
and PL 665 funds; (i) Grants; (iv) Kuwaiti Loan of Rs. 34- 19 crores on account of repatri-
ation of special Indian notes which were in circulation as legal tender in Kuwait,
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