FOREWORD

The Reserve Bank of India regularly brings out the Report on Currency and
Finance, which was traditionally considered as a comprehensive source and record
of economic developments. The structure of this Report has been re-oriented since
1998-99 from just documenting the economic developments to a ‘theme-based
report'. The theme-based Report offers the professional economists working in the
Bank, an opportunity to work on relevant topic every year and make incisive
analysis of the theme both in the global and the Indian context and come out with
an analytical Report offering possible policy solutions to the issues examined. The
dissemination of these Reports to a wider section of the user-community is an
important exercise. The Report pertaining to the period between 1935-36 and
1998-99 are available only in printed form. The Reports from 1999-2000 have
been placed on the Reserve Bank's website. In these days of widespread use of
information technology, it is felt useful to bring out the Reports in a single DVD. |
hope this will be an invaluable collector's item among the policy makers and
academia.

The digitization process of the Reports was undertaken by Shri Ashok Kapoor,
Chief Archivist, Reserve Bank of India Archives and supported by the services of
Smt. Sandhya Dhavale, Assistant Librarian, under the guidance of Shri K.U.B.
Rao, Adviser, Department of Economic Analysis and Policy and Shri Sandip
Ghose, Principal and Chief General Manager, College of Agricultural Banking,
Pune. | place on record my deep appreciation of their efforts.

Mumbai (Rakesh Mohan)
April 1, 2009 Deputy Governor
Reserve Bank of India
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CHAPTER 1

REVIEW OF DEVELOPMENTS’

Developments during 1994-95

1. According to the CSO’s revised estimates.
the real GDP growth was 6.3 per cent in
1994-95. The gross domestic saving as a propor-
tion of GDP at current market prices was 24.4
per cent in 1994-95. The monetary expansion
measured in terms of M, was 22.2 per cent. though
the unusually high rate of expansion in 1994-95
was in part attributable to the year-end bulge in
bank deposits as a result of the last reporting Friday
coinciding with March 31, 1995. The current
account deficit in the balance of payments in
1994-95 was 0.8 per cent of GDP and there was a
build-up of foreign exchange reserves by a little
less than US$ 6 billion.

2. The agricultural sector posted a growth rate
ot 4.6 per cent in 1994-95 while the industrial
sector registered an increase of 9.0 per cent. New
capital issues by non-Government public limited
companies, Government companies, public sector
undertakings, banks and financial institutions
aggregated Rs. 30,824 crore. The sanctions and
disbursements of all-India financial institutions
increased by 46.8 per cent and 24.3 per cent,
respectively. The activity in the secondary market
was marked by two distinct phases of an upward
trend during the first half followed by a downward
movement in the latter half. The RBI Index of
Ordinary Share Prices (Base: 1980-81 = 100) rose
from 1331.7 as on March 26, 1994 to a peak of
1817.8 as on September 17, 1994 but declined
thereafter to 1384.5 as on March 25, 1995.

* The reference period of the Report is the financial
year, April-March. This Chapter provides latest data
and information available upto March 1996 and
therefore differs from the coverage in the subscquent
Chapters which were prepared on the basis of
information available at different points of time in
1995-96.

3. In nominal terms, the Centre’s revenue
deficit was Rs. 31,029 crore in 1994-95 while
the gross fiscal deficit at Rs. 57,704 crore was
equivalent to 6.1 per cent of GDP. The Central
Government’s recourse to ad hocs as of
March 31, 1995 was only Rs. 1,750 crore during
the year against the budget estimates of Rs. 6,000
crore.

4. Monetary expansion (M,) was high during
the year on account of strong growth in net
foreign exchange assets during the first half,
marked expansion in bank credit to commercial
sector in the latter half of the year and the year-
end adjustments of banks on March 31,1995
which was a reporting Friday. Broad money
(M,) expanded by 22.2 per cent. The net Reserve
Bank credit to the Central Government was low
and, therefore, did not contribute much to the
monetary expansion.

5. The operations of the scheduled
commercial banks were characterised by a
marked acceleration in deposits and bank credit.
Aggregate deposits and bank credit rose by 22.8
per cent and 28.7 per cent, respectively. Non-
food credit, recorded a rise of Rs. 45,775 crore
or 29.8 per cent. The increase in banky’
investments in Government securities was lower
at Rs. 16,484 crore as compared with Rs. 25,256
crore in the previous year.

6. The annual rate of inflation measured in
terms of the year-on-year increase in the
Wholesale Price Index (WPI) was 10.4 per cent.
On an average basis, the increase in the WPI
was 10.9 per cent.

7. Exports recorded a growth of 18.4 per
cent in dollar terms while imports rose by 22.9
per cent. There was a rise in inflows under
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private transfers in the invisibles account. The
current account deficit in 1994-95 was US$ 2,315
million (0.8 per cent of GDP). As capital inflows
were large there was a build up of foreign currency
assets of the Reserve Bank of India by US$ 5,741
million.

8. The external value of the rupee vis-a-vis
the US dollar continued to be stable during
1994-95. Purchases by the RBI, prevented a
nominal appreciation of the rupee vis-a-vis the
U.S.dollar. The rupee, however, depreciated
against other major currencies and SDR
reflecting the overall weakness of US dollar in
the international markets. The real effective
exchange rate in March 1995 showed an
appreciation of 6.2 per cent over the March 1993
level.

Developments in 1995-96

9. The overall growth in 1995-96 is expected
to be around 6 per cent with agriculture and
industry both contributing to the overall growth.
The current account deficit in the balance of
payments in 1995-96 is estimated at around 1.5
per cent of GDP. There was considerable
turbulence in the exchange markets during the
period October 1995 to early February 1996,
but thereafter the exchange rate stabilised.

Agriculture

10. The rainfall in the 1995 South-West
monsoon season (June-September) was excess/
normal in 33 sub-divisions and deficient in 2
sub-divisions. Foodgrains output in kharif 1995
is likely to be lower at 99.7 million tonnes as
against the target of 107.5 million tonnes and
the actual outtuin of 100.6 million tonnes in
kharif 1994. The rabi tfoodgrains output is placed
higher at 92.9 million tonnes. Thus, the total
foodgrains output during 1995-96 is placed at
192.6 million tonnes. Public sector foodgrains
stocks stood at 26.75 million tonnes at the end
of February 1996.

Industry

11. The latest available data for the first nine
months of 1995-96 (April-December 1995),
show that industrial growth was 12.0 per cent.
The ‘manufacturing sector’ recorded a growth
rate of 13.2 per cent, while ‘mining and
quarrying’ and ‘electricity’ sectors posted
growth rates of 7.4 per cent and 9.0 per cent,
respectively. In terms of use-based
classification, while consumer goods, basic
industries and intermediate goods industries
recorded higher growth rates, the growth rate
of capital goods industries decelerated.
Infrastructure industries recorded a slightly
lower growth rate.

Capital Market

12. The total amount raised through new
issues by non-Government public limited
companies, Government companies, public
sector undertakings, banks and financial
institutions was Rs. 21,228.4 crore. New issues
by the private corporate sector accounted for
Rs. 16,365.5 crore or 77.1 per cent of the total.
Sanctions and disbursements by all-India
financial institutions were higher by 12.1 per
cent and 12.4 per cent, respectively during
1995-96 than those in the previous year.

13. The monthly average RBI index of
Grdinary Share Prices (Base:1980-81=100)
whiclhi stood at 1407.9 in March 1995 declined
to 12151 in July 1995 and further to 1144.7
(provisional) in March 1996,

Fiscal Developments

14. The Centre’s budget deficit in 1995-96
was Rs. 9,934 crore as at the end of March 1996
(after closure of Government accounts). Net RBI
credit to Centre showed an increase of
Rs. 19,855 crore. According to revised estimates
for 1995-96, the ratio of gross fiscal deficit to
GDP was 5.9 per cent. The net increase in issue
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of ad hocs in 1995-96 was Rs. 5,965 crore as at
end March 1996.

15. During the financial year 1995-96,
aggregate market borrowings of the Central
Government (normal market borrowings,other
medium and long term borrowings and
mobilisation through 364-day Treasury bills),
as per RBI records, amounted to Rs. 40,509
crore (gross) and Rs. 26,790 crore (net); the
Reserve Bank contributed Rs. 12,655 crore by
way of primary market subscription to the dated
securities issued in 1995-96. Interest rate on
dated securities floated during the financial year
1995-96 moved upwards and the structure settled
between 13.50 per cent for a 2 year maturity
and 14.00 per cent for a 10 year maturity, with
the weighted average at 13.75 per cent.

16. During the fiscal year 1995-96, State

Governments raised market borrowing of

Rs. 5,932 crore(net) in three tranches. The
coupon rate for 10 year loans was 14.00 per
cent.

Monetary and Banking Trends

17. During the financial year 1995-96 (i.e.
March 31, 1995 to March 31, 1996) broad
money (M,) showed an increase of Rs. 69,071
crore (13.0 per cent); the increase between
March 17, 1995 and March 31, 1996 was
however, Rs. 89,844 crore (17.6 per cent).
Reserve money expansion during the financial
year 1995-96 was Rs. 25,053 crore. The major
factor accounting for the increase in reserve
money during 1995-96 was credit to Government
by the Reserve Bank of India. During the finan-
cial year 1995-96, the cash reserve ratio (CRR)
requirements of banks were reduced
substantially by Rs. 7,525 crore. Reserve money
adjusted for the change in the CRR, showed an
increase of Rs. 32,578 crore during 1995-96
(March 31, 1996 over March 31, 1995).

18. Aggregate deposits of scheduled
commercial banks rose by Rs. 45,486 crore
(11.8 per cent) in 1995-96 (i.e between March
31, 1995 and March 29, 1996); the increase
between March 17, 1995 and March 29, 1996
was Rs. 65,647 crore (17.9 per cent).
Notwithstanding the moderate deposit growth,
non-food credit of scheduled commercial banks
increased by Rs. 43,023 crore (21.6 per cent)
in 1995-96. The incremental non-food credit-
deposit ratio in 1995-96 was 94.6 per cent.

Price Situation

19. According to provisional data, the
inflation rate as measured by the increase in the
Wholesale Price Index for ‘all commodities’
during the financial year, 1995-96 on a point-
to-point basis, was 4.9 per cent. The indices of
‘primary articles’ and ‘manufactured products’
groups increased by 5.5 per cent and 5.3 per cent,
respectively. The index of ‘fuel, power light and
lubricants’ group increased by 0.5 per cent.
Consumer Price Index for Industrial Workers
increased by 8.9 per cent between March 1995
and March 1996.

External Sector

20. The provisional data released by the
Directorate General of Commercial Intelligence
and Statistics (DGCI&S) show that exports
during 1995-96 grew by 21.4 per cent in US
dolar terms. Imports registered an increase of
28.7 per cent. POL imports rose by 26.7 per cent
while non-POL imports rose by 29.2 per cent.The
trade deficit was US $ 4,539 million in 1995-96.

21. The available information on
developments in merchandise trade and
invisibles indicates that the external current
account deficit could be a little above 1.5 per cent
of GDP.
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22. Net intflows under the capital account in
1995-96 are estimated to be lower than in the
previous year primarily on account of lower
inflows under external borrowing and external
aid and reduced inflows under Global Depository
Receipts (GDRs). Net inflows under foreign
direct investment, however, are expected to be
higher as also portfolio investments by foreign
institutional investors (FIIs). During April 1995-
February 1996, foreign direct investment
amounted to US § 1,713 million. Investment by
Flls amounted to US $ 1,892 million for the
full year 1995-96. Net inflows under the
non-resident deposits taken together (inclusive
of accrued interest) are estimated at US $ 1,365
million during 1995-96.

23. The foreign exchange reserves of the
country comprising foreign currency assets of
the RBI, SDRs and gold declined by US § 3,499
million during 1995-96. There were repayments
of about US $ 2,900 million under the FCNRA
deposit scheme which was being phased out and
repayments to the International Monetary Fund
of US $ 1,903 million.

24. The exchange rate of the rupee remained
broadly stable at around Rs. 31.40 per US dollar
during the first four months of 1995-96. The
rupee, however, depreciated in August/
September 1995. The rupee depreciated to
Rs. 35.65 per US dollar on October 26, 1995 as
per the FEDAI indicative rate. While the rupee
stabilised after the Reserve Bank’s intervention
in the foreign exchange market and various other
measures taken by the Reserve Bank, the rupee
came under renewed pressure when it touched
a low of Rs. 37.95 per US dollar on
February 6, 1996 as per FEDAI indicative rates.
After the Reserve Bank announced further
measures on February 7, 1996 to reverse the
leads and lags, the rupee strengthened to Rs.
35.04 per US dollar at the end of February 1996
and ended the financial year at Rs. 34.35 per
US dollar. The real effective exchange rate of
the rupee in March 1996 showed an apprecia-
tion of 4.6 per cent over the March 1993 level.



CHAPTER 11

NATIONAL INCOME, SAVING AND INVESTMENT*

The performance of the Indian cconomy
during 1994-95 was better than in the previous
vear. Real GDP at factor cost is estimated to
have gone up by 6.3 per cent in 1994-95 as
against 5.0 per cent achiceved in 1993-94.
“Agriculture and allied activities” grew by 4.9
per cent in 1994-95 as against 3.3 per cent in
1993-94 and the ‘industrial sector™ accelerated
its growth to 8.5 per cent from 4.6 per cent.
Services (including construction), however,
cxperienced a deceleration in its expansion from
6.3 percentin 1993-94 10 6.1 per cent in 1994-
95, despite a better performance in

‘construction’. This was due to a lower rate ol

increase in ‘financing, insurance, real estate and
business services’.

Gross domestic saving (GDS). as a
percentage of GDP at current market prices, is
estimated to have improved to 24.4 per cent in
1994-95 from the rate of 21.4 per cent of 1993-
94, as a result of better saving rates of all the
institutional sectors. This is also the highest
annual saving rate recorded since 1950-51. The
saving rate of the public sector more than trebled
from 0.5 per cent in 1993-94 to 1.7 per cent in
1994-95, while that of the private corporate
sector improved from 3.5 per cent to 3.8 per
cent and that of the household sector rose from
17.4 per cent to 18.9 per cent.

* This Chapier s based on materiat available upro end
February, 1996, including the “Quick Estimates and
Advance Estimates of National Income and Other
Macro-Aggregates” released by the CSO in February,
1996 .

In view ol the revisions in the data released m
February, 1996, readers are advised to recalculate the
ratios of gross fiscal deficit (in Chapter VI and
current account defiene ¢in Chaprer Xy 1o GDP and the
imcome velocity of money (in Chapter V) with the latest
GDP figures given in this Chapter.

a. ‘I'rends in National Product
Performance during 1994-95

As per the CSO’s Quick Estimates, all
mational and domestic product aggregates
registered higher growth rates in 1994-95 as
compared to 1993-94. The real Gross Domestic
Product (GDP} at factor cost, estimated at
Rs. 2,501,010 crore, showed a higher growth rate
of 6.3 per cent in 1994-95 ag against 5.0 per
cent 1n [993-94.% The real Gross National
Product (GNP) at factor cost (which takes into
account the net factor inconie from abroad) also
recorded a higher growth of 6.7 per cent as
against that of 4.5 per cent during 1993-94. In
nominal terms, the GNP was placed at
Rs.8,39,504 crore, 18.5 per cent higher than in
the preceding year. The Net National Product
(NNP) at factor cost, also known as the national
income, grew by 8.8 per cent to Rs.7.44,663
crore in 1994-95, in nominal terms. The rcal
national income recorded an acceleration in its
growth from 4.2 per centin 1993-94 10 6.7 per
cent in 1994-95. The per capita national income
is estimated to have increased by 2.3 per cent
i 1993-94 and 4.8 per cent in 1994-95,
respectively, measuring Rs.2,292 and Rs.2.401.
In nominal terms, the per capita income at
Rs.8,237 in 1994-95 wu.s higher by 16.7 per
cent (Statement No. 5 in Vol. ).

FoAS far as the year 1994-9515 concerned, the growth
rate of real GDP at factor cost was estimated a1 5.3
per cent in the Lidvance Estimates, vteleased in
February, 1995 and was revised to 6.2 per cent in
Naventhey, 19950 This estimate has been fYurther
revised 10 6.3 per cent in the Quick Estimaies, which
were released in February, 1996.
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Sectora! Perjoruwiice in Recent Years (1992-93
10 1994-95%,

The reat GDP at tactor cost recovering from
the sethach or 199192 ¢from as low as 0.8 per
cent) posted a growth of 3.1 per cent in 1992-
93 (Tatie H-2). This was the result of a
turnareund o the performance of the
commodity-producing sectors with ‘agriculture
and allied acuvities” and the industrial sector
posting growth rates of 6.1 per cent and 4.3 per
cent, respectively, against the negative growth
rates cxperienced in 1991-92. Services also
expanded at a higher rate of 4.9 per cent in
1992-93.

The tmproved real GDP growth was
sustained in 1993-94 with the rate estimated at
5.0 per cent. Though ‘agriculture and allied
activitics’ expanded at a lower rate of 3.3 per
cent, the industrial and services sectors
registered higher growth rates of 4.6 per cent
and 6.3 per cent, respectively. While
“electricity, gas and water supply’, ‘community,
soctal and personal services’ and ‘construction’
suffered deceleration, other sectors, especially
‘mining and quarrying’, ‘financing, insurance,
real estate and business services’ and
‘manufacturing’ improved their performance.

The noticeable improvement of [.3
percentage points in the real GDP growth to 6.3
per cent in 1994-95 was principally due to sirong
performance of agriculture, manufacturing and
construction sectors. The value added
originating from agriculture rose by 5.1 per cent
in 1994-95 due to increase in the production of
wheat, pulses and sugarcane. Manutacturing
output is estimated to have recorded a sharp
improvement, the growth rate being significantly
up from 4.3 per cent in 1993-94 to 9.0 per cent
in 1994-95. Construction improved from 2.3 per
cent to 7.1 per cent during the period. All the
other sectors except ‘trade, hotels and
restaurants’ and ‘banking and insurance’
registered higher growth rates in 1994-95 as
against 1993-94. ‘Banking and insurance’

expanded by 4.6 per cent in 1994-95 on top of a
high growth rate of 12.8 per cont in the
preceding year. The growth of “wade, hotels and
restaurants’ decelerated marginally from 8.3 per
cent m 1993-94 wo 7.9 per cent in TYU1-95. A
a result, the services scctor (inclusive of
construction) expericnced a decline m its growth
by 0.2 percentage point to a rate of 6.1 per cent
in 1994-95. *Agriculture and allicd activities’
and “industry’ registered higher growth rates ot
4.9 per cent and 8.5 per cent, respectively, in
1994-95 as against 3.3 per cent and 4.6 per cent,
a year before.

As far as sectoral composition of real GDP
at factor cost is concerned, the buoyancy in the
manufacturing sector has led to an increase in
the share of industry by 0.5 percentage point to
24.9 per cent in 1994-95 at the expense of a
deterioration in the shares of ‘agriculture and
allied activities’ and ‘services (including
construction)’, respectively, to 29.4 per cent and
45.7 per cent (Table 11-1).

An analysis of the performance ot real GDP
since the year 1980-81 indicates that the average
real GDP growth has declined to 4.5 per cent in
the period 1990-91 to 1994-95 after accelerating
from 5.7 per cent to 6.0 per cent from the early
half to the later half of 'eighties (Table 11-2).
While there has been a decline in the share of
value added from ‘agriculture and alhied
activities” from 37.2 per cent in the period 1980-
81 to 1984-85 1o 30.0 per cent in 1990-91 o
1994-95, the industrial and services sectors have
both improved their shares in the two periods
(Table 11-1).

b. Trends in Domestic Saving and
Investment

Aggregate Saving and Investment, 1994-95

As per the Quick Estimates, released by the
CSO in February 1996, Gross Domestic Saving
(GDS), is estimated to have increased tfrom
Rs. 1,71.184 crore in 1993-94 to Rs. 2,30,648
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crore in 1994-95 (Graph 1I-1). The saving rate
which had been somewhat subdued in the recent
past on account of decline in the rates of
household sector’s saving in physical assets and
public sector saving has shown remarkable
huovancy 1in 1994-95 (Graph H-1). Household
sector’s saving in physical asscts is derived as

residuatl and there

were fluctuations in its rate

investment trom the level of 27 ¢

GDP in 1990-91 10 21.6 per v
aggregate investnient to G oo oo
impressively to 25.3 per ceis o fat
domestic saving and inve
narrowed (o 0.9 per cent ¢! Y
market prices.

Graph 11-1
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since 1991-92 reflecring errors in the estimation
of tetal capital formation or in any one of its
components. The deterioration of public sector
saving since 1992-93, due to dissaving on the
current account of government administration,
has been arrested in 1994-95.

The aggregate investment at current prices
is estimated to have increased from Rs. 1,73,333
crore in 1993-94 to Rs. 2,39,141 crore in 1994-
95. The tmpressive recovery in GDS rate in
1994-95 has helped 1n arresting the continuous
downward drift in the rate of aggregate

Household Savings in Financial Instruments

The financial saving of the household sector
is estimated instrument-wise by RBI. By
definition, the household sector’s saving in
financial assets is measured as addition to the
total financial assets net of all financial liabili-
ties.

The household financial saving rate which
had dipped in 1992-93 to 8.4 per cent of nominal
GDP on account of a marked increase in the
households’ financial liabilities to commercial
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banks has recovered in the following two years,
viz., 1993-94 and 1994-95, to 10.8 per cent
(Rs. 86,131 crore) and 11.1 per cent
(Rs. 1,05,302 crore), respectively (Statement

No. Il in'Vol. II). This reflects a preference of

households for financial assets.

Currency and bank deposits, the most liquid
financial instruments, have been garnering the
highest sharc in housechold financial savings

since 1980-81 followed by the share of

contractual savings in life insurance, provident
and pension funds. The share of currency and
bank deposits increased from around 45 per cent
of financial savings (gross) in 1992-93 and 43.4
per cent in 1993-94 to touch 54.3 per cent in

late “eightics upto 1991-92 has been reversed
due mainly to a drastic dip in resource
mobilisation by UTI tfrom households from
Rs.5.612 crore in 1992-93 (0o Rs.2.500 crore in
1994-95 (Graph 11-2).

Currency: The saving of the household
sector in the form of currency which more than
doubled from Rs. 6,562 crore in 1992-93 to
Rs. 13,367 crore during 1993-94, has turther
gone up to Rs. 16,016 crore during 1994-95.
The share of currency in financial assets (2ross)
which was 8.7 per cent in 1992-93 went up Lo
13.6 per cent in 1993-94, bur declined to 11.8
per cent in 1994-95.

Graph 1] - 2
Percentage Distribution of

Gross Financial Saving (Households)
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1994-95, while the share of contractual savings
has declined from 29.0 per cent in 1992-93 to
23.6 per cent in 1994-95. The trend of rising
share of houschold tinancial saving in shares
and debentures (including units of UTI) in the

Bank depasits: The saving of the houschold
sector in the form of deposits with commercial
banks, co-operative banks, credit and non-credit
societies increased by Rs. 1,678 crore from
Rs. 27,542 crore in 1992-93 to Rs. 29,220 crore
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in 1993-94 and has almost doubled to Rs. 57,426
crore during 1994-95. A large part of the
increase emanated from the commercial banks.
As a proportion to financial assets (gross), the
houschold saving in bank deposits, which
declined from 36.4 per cent in 1992-93 to 29.8
per cent in 1993-94, 1s now estimated to have
increased to 42.4 per cent in 1994-95 indicating
a significant increase in the level of intermedia-
tion, close to that which prevailed in the
cconomy in the early “eighties.

Non-banking Depogsits: The household
sector’s saving in the form of non-banking
deposits, mainly ol the financial companies, has
witnessed remarkable overall buoyancy since
1991-92, recording a six-fold increase from
Rs. 1,352 crore in 1990-91 to Rs. 8,356 crore
in 1994-95, aided by improvements in returns
from these companies. In this category, only
the government non-financial companies have
witnessed a draw-down in deposits since 1991-
92. The share of non-banking deposits in gross
financial savings of the houschold, which
increased continuously from 2.4 per cent in
1990-91 to 8.3 per cent in 1993-94 is estimated
to be at 6.2 per cent in 1994-95.

Social Securily Funds: Household sector’s
savings in the form of traditionally low-yield
and low-risk social security funds constitute
saving under provident fund (PF) schemes
(contributory as well as non-contributory),
pension and life insurance tunds. Though the
inflows into these funds have been increasing in
the recent years in absolute terms (Rs. 21,931
crore in 1992-93 to Rs. 27,796 crore in 1993-
94 and further to Rs. 31,963 crore in 1994-95),
the share of all categories of social security funds
in gross financial assets, has deteriorated from
29.0 per cent in 1992-93 o 28.3 per cent in
1993-94 and further to 23.6 per cent in 1994-95
reflecting a shift o high-yielding, high-risk
instruments ot investments by houscholds in
these years.

Claims on Government: Saving of the
houschold in the torm of ¢laims on government
consists predominantly of investment in small
savings. Claims on government which had
declined in 1991-92 and 1992-93 have picked
up momentum again in 1993-94 and 1994-95
and have aggregated to Rs.6,736 crore and
Rs. 10,879 crore, respectively, mainly on
account of large accretions in small savings
which have offset the continuous drawdown in
five out of the other eight schemes, viz., Com-
pulsory Deposits, National Rural Development
Bonds, Capital Investment Bonds, Special Bearer
Bonds and National Deposit Scheme. The sharc
of this item in houschold’s total financial assets
(gross) increased from 5.2 per cent in 1992-93
to 6.9 per cent in 1993-94 and further to 8.0
per cent in 1994-95. Small savings, which
increased substantially from Rs..3,956 crore in
1992-93 to Rs. 6,503 crore in 1993-94, s
estimated to have increased further to Rs. 10,728
crore in 1994-95.

Investment in shares and debentures
including units of UTI: Household investment
in shares and debentures, including units of UTH,
accelerated from Rs. 12,944 crore during 1992-
93 to Rs. 13,558 crore in 1993-94 but is expected
to have decelerated to Rs. 11,598 crore in [994-
95. Therefore, its percentage share in
households® gross financial assets which declined
from 17.1 per cent in 1992-93 to 13.8 per cenl
in 1993-94 is envisaged to decline sharply to
8.6 per cent in 1994-95.

The fall in the household investment in units
of UTI from Rs. 5,612 crore in 1992-93 to
Rs. 4,705 crore in 1993-94 and further to
Rs. 2,500 crore in 1994-95, on account of larger
corporate buying of units of UTI since 1992-
93, was somewhat unique. Mobilisation by other
mutual tfunds, also declined, though marginally,
from Rs. 1.492 crore in 1992-93 to Rs. 1,479
crore in 1993-94, but is estimated to have
increased to Rs. 2,022 crore in 1994-95. The
household sector’s direct investment in equities
and debentures of private corporate business,
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wiinessed a boom upto 1992-93, and moved up
from Rs. 5,992 crore in 1993-94 to Rs. 6,818
crore in 1994-95. Public sector bonds, however,
have not succeeded in mopping up much of the
‘nvestible surplus of the households during 1994-
S5 having garnered only Rs. 105 crore as against
Rs 504 crore in 1993-94,

Household financial liabilities comprise
hborrowings from commercial and co-operative
banks. co-operative credit and non-credit
societies, insurance and term-lending institutions
and central and state governments. Loans and
advances from commercial banks constitute the
bulk of financial liabilities and hence account
tor a major part of variation in this aggregate.
The total financial liabilities which declined from
Rs. 16,395 crore or 2.3 per cent of GDP in
1992-93 to Rs. 11,995 crore or 1.5 per cent of
GDP in 1993-94 is again estimated to have risen
to Rs. 30,046 crore or 3.2 per cent of GDP in
1994-95.

Saving in Physical Assets

Household saving in physical assets takes
the form of investment in fixed assets of
construction and machinery and equipment and
changes in stocks. The gross saving in these
assets after recording a fall from Rs. 59,376
crore in 1992-93 to Rs. 53,015 crore in 1993-
94 has gone up to Rs. 73,394 crore in 1994-95.
Thus, physical saving as percentage of GDP at
current market prices declined from 8.4 per cent
m 1992-93 to 6.6 per cent in 1993-94 but
suhsequently recorded an increase to 7.8 per
cent i 1994-95.

Saving of the Private Corporate Sector

he domestic private corporate sector
- nvgses all non-government {inancial and non-

financial corporate enterprises and co-operative
institutions. As a proportion to GDP, the privarte
corporate sector saving recorded a rise from 2.8
per cent in 1992-93 to 3.5 per cent in 1993-94
and further increased to 3.8 per cent in 1994-
95. In absolute terms, the gross saving of the
private corporate sector is estimated to have
increased trom Rs. 19,841 crore in 1992-93 to
Rs. 27,666 crore in 1993-94 and turther to
Rs. 35,966 crore in 1994-95. The gross saving
of the non-financial companies, which
constitutes bulk of the private corporate saving
1s estimated to have increased from Rs. 23,956
crore (or 3.0 per cent of GDP) in 1993-94 1o
Rs. 32.008 crore (or 3.4 per cent of GDP) in
1994-95. Financial companies increased their
gross savings from Rs. 3,049 crore (or 0.4 per
cent of GDP) in 1993-94 to Rs. 3,297 crore (or
0.3 per cent of GDP) in 1994-95.

Public Sector Saving

Public sector comprises (a) public authorities
consisting of government administration and
departmental commercial enterprises and (b)
non-departmental enterprises consisting of
government companies and statutory
corporations (including port trusts). The rate of
gross public sector saving (as percent of GDP
at current market prices) declined from 1.5 per
cent in 1992-93 10 0.5 per cent in 1993-94 but
subsequently recovered to 1.7 per cent in 1994-
95. The saving ol public sector as percentage
of GDS recorded a sharp fall from 7.2 per cent
in 1992-93 to 2.6 per cent in 1993-94 but subse-
quently increased to 6.9 per ceni 1n 1994-95. In
absolute terms, the gross saving of the public
sector decreased trom Rs. 10,820 crore in 1992-
93 to Rs. 4,372 crore in 1993-94 and then
recorded a sharp rise to Rs. 15,986 crore in
1994-95.
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Table H - 1 2 Trends in Sectoral Composition of Real GDIP (Averages )

Porovei

Period | Perrod 11 Periad I
ftem (1980-81to (198586 1o (199091 (o 1991.92 IERRAR Jgu s RIS A ARV
1984-85) 198U 1994.95
2 } 1 5 ;
PooAwrieriiore ol Alzed AChiviiiey R RRNH 300 36.6 2.
Lo s W M0 A 8
I indosirs 219 24.1 24.8 24.7 24.5 2404 149
b Ay e qarey iy [ [ 20 20 TG [
200 Munufaeturme X8 2000 203 203 2000 149
2O Blecuey . Gas and Wiger Supply ] 200 25 25 2.5 L
3. Servives 40.9 43.3 45.2 45.3 473 A58 [
3.1, Trade, Hotels, Transport 16.%8 17.8 18.4 15.0 [ b O
and Communication
3.2 Pmancing, Insurance, Real Estate and 8.9 4.8 1.0 1.2 Lin [
Business Services
34 Comumnity, Sovial and Persona! 10.4 111 e 114 [ [ [N
Services
3.4, Conslruction 4.7 4.5 4.6 4.7 4.0 4.5 I
Total Gross Domestic Product (1+2+3) 100.0 100.0 160.0 100.0 100.0 £00.0 000
P Provisional *Quick Estimates
Note o The totals may not add up due 1 rounding off

Source Central Stanstical Qrganisanion (as of February, 1996,
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TABLE 11 - 2 : Trends in Sectoral Growth Rates of Real GDP (Averages )

(Per cenny

Period [ Period 11 Period HI
ltem (1980-81 1o (1985-86 1o (1990-91 10 1991-92 1992-93 1993-94p 199.4 9
1984 85) 1989-90) 1994-95
[ 2 3 4 3 6 7 8
1. Agriculture and Allied Activities 5.7 3.4 3.1 -2.3 6.1 3.3 4.9
1.1 Agriculture 6.2 30 3.3 -2.6 6.6 3.4 S
2. Industry 6.5 8.0 4.4 -1.9 4.3 4.6 8.5
2.1. Mining and quarrying 8.2 9.0 4.8 3.7 [ 4.1 4.3
2.2, Muanulacturing 6.2 7.7 4.0 -3.7 4.1 4.3 9.0
2.3 Llectricity, Gas and Water Supply 7.9 9.5 7.9 9.6 8.3 7.3 8.0
3. Services 5.4 7.2 5.6 4.0 4.9 6.3 0.1
3.1, Trade, Hotels, Transport 57 7.1 5.9 23 6.4 7.5 8.0
and Communication
3.2, Financing, Insurance, Real Estate and 53 8.3 6.5 10.5 3.0 8.5 4.3
Business Services
3.3, Community, Social and Personal 5.2 7.3 4.3 4.1 5.0 3.9 3.3
Services
3.4, Construction 5.0 5.2 5.3 2.2 3.3 2.3 7.1
Taotal Gross Domestic Product (1+2+3) 5.7 6.0 4.5 0.8 5.1 5.0 6.3

P Provisional * Quick Estimates
Source: Central Statistical Organisation (as of February, 1990.)



CHAPTER HI

AGRICULTURAL PRODUCTION#*

An overview

The year (1994-95) under review witnessed
sharp increase in agricultural production with
almost all the principal crops achieving new peak
production levels. The impressive performance
in production was spurred by all round
improvements in crop yiclds. The spurt in
loodgrains output amid somewhat sluggish
cxpanston in the off-take resulted in an
accumulation of tfoodgrain reserves. This
encouraging phenomenon on food front provided
to the Government enough leverage for inter-
vening through open market sales in the domestic
market with the objective of imparting
reasonable amount of stability to the foodgrain
prices and through export of foodgrains.

Trends in Production

For the third year in successton, agricultural
production during 1994-95 registered an all

round improvement. The index number of

agricultural production for 1994-95 (with the
triennium ending 1981-82 as the base)
accelerated to 164.5, showing an increase of a
Hitde more than 5.5 per cent, compared with a
rise of 2.8 per cent during the previous year.
The acceleration in growth reflects the healthy
impact of favourable rainfall and weather
conditions, as also better crop intensity,
technological breakthroughs, increased accent
on the application of fertilisers and credit back-
up trom financial institutions. The price support
system tor agricultural crops acted as signiti-

cant impetus to farmers for maximsation of

production. The indices for both foodgrains and
non-{oodgrains crops production at 156.0 and

¥ This Chapter is based on information/data available
upto end-September, 1995,

178.9, respectively, for 1994-95 showed
remarkable increases of 5.2 per cent, and 6.3
per cent. respecrively. over 1993-94 (Table
11-1).

Quantitatively, the production of rotal
foodgrains scaled a new high of 191.9 million
tonnes, showing an increase of 5.4 per cent over
the year, mainly because of a sharp rise in the
output of wheat. Yield rate of foodgrains
increased by 3.3 per cent from 1,487 kgs. per
hectare in 1993-94 to 1,536 kgs. per hectare in
1994-95. The area under foodgrains also
increased by 2.0 per cent during the year.
Season-wise, the kharif foodgrains output at
101.5 million tonnes was higher in modest order,
as compared to the previous Kharif season output
of 99.4 million tonnes. Rabi output touched a
new peak of 90.4 million tonnes during 1994-95
which was higher by 9.3 per cent over that in
1993-94 (Table I11-3 and Table HI-4). The broad
crop-wise break-up shows that the production
of both cereals and pulses was higher during
1994-95; the former at 177.5 million tonnes,
and the latter at 14.5 million tonnes were higher
by 5.0 per cent and 10.4 per cent, respectively,
over 1993-94 (‘Table 111-2). The increase in the
output of pulses was due to a sharp rise in the
cropped area (Table (11-5).

Amongst the non-foodgrains group, though
the output of nine majoer oilseeds registered only
a modest rise of about 1.0 million tonnes, the
total output at 22.4 million tonnes marked a new
level. The output of sugarcane among
commercial crops posted by far the most
spectacular growth of [4.5 per cent: the
production at 260.0 million tonnes marked a new
production record. Cotton production also rose
to a new peak of 11.8 million bales, compared
with 10.7 millton bales in 1993-94. The outpul
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of jute and mesta swelled from nearly 8.5 million
bales in 1993-94 t0 9.3 million bales in 1994-95.

Higher production coupled with high support
prices induced the farmers for much larger
offloading of their produce. Accordingly, the
Food Corporation of India (FCI) supplemented
by other state government agencies procured a

large quantity of 25.5 million tonnes of

foodgrains during 1994-95. Off-take (including
for open market sales), totalled 18.7 million
tonnes. Consequently, the stocks at 27.7 million
tonnes at the end of March 1995 were higher
with reference to both the laid down ‘norms’
for stocks and the level a year ago. These trends
continued during the first quarter of 1995-96 as
well, with stocks reaching a level of 36.4 million
tonnes by end-June 1995.

Availability

Net availability of foodgrains in the country
expanded from 149.8 million tonnes during the
calendar year 1993 to 155.9 million tonnes
during 1994, solely due to the increase in the
production of foodgrains. Consequently, the per
capita net availability of foodgrains per day
increased from 464.4 grams in 1993 to 474.2
grams in 1994: cereals from 427.4 grams in 1993
to 436.4 grams in 1994, and pulses from 37.0
grams to 37.8 grams (Table 111-6).

Minimum Support Prices

The Central Government fixes Minimum
Support Prices (MSP) after taking into account
the recommendations of the Commission for
Agricultural Costs and Prices (CACP), views
of the State Governments, and concerned Central
Ministries. The main cobjective of MSP is w
ensure remunerative prices o the growers, as
well as o adeguately compensate them for the

mcreases baving taken piace ip the prices of

5
various farm inputs. Daring 1994-95, MSP for
various agricultural commeoedities were revised
upwards (Table 1HI-7).

Procurment

The total procurement of foodgrains both
rice and whear during 1994-95 towalled 25.5
million tonnes, which showed a drop of ¢ 3 per
cent over 1993-94. Procurement of rice during
1994-95 ageregated 13.6 million 1onnes, as
against 4.4 million tonnes in the st season.
Procurement of wheat during 1994-95
aggregated [1.9 million tonnes falling short of
the last season’s procurement of 12.8 million
tonnes. Total procurement of both rice and wheat
during April-June 1995 quarter. aggregated [3.7
million tonnes which was higher by 3.5 per cent
over 13.3 million tonnes in the corresponding
gquarter of 1994 (Table 111-83.

Public Distribution

The Public Distribution System (PDS)
operates through a wide network of fair price
shops (FPS) for the distribution of essential
commodities such as rice, wheat, edible oils.
and kerosene, at prices generally lower than the
market prices.

The Government had revised the Central
Issue Price (CIP) of foodgrains with efteci from
February 1, 1994, the CIP of the common, fine,
and super fine varieties of rice was raised to
Rs.537, Rs.617, and Rs. 648, from Rs.437,
Rs.497 and Rs.518 per quintal, respectively, and
that of wheuat was raised to Rs.402 per quintal
from Rs.330 per quintal (Table [11-9),
Subsequently, the Government announced
upward rossion of CIP of the three varietes of
rice wilil oo o Octeher 19940 by Rs 6
each to Re. 5%/, Rs.677, and Rs 70X per quintal,
regspectively. However, these revisions have
been kept in abeyvapeo,

O -take

[ruring T9%a.95 0 the ol otfaake of
oadoraing sivod an PR T ety Gonnes

Gncluding 036 millien tonnes under Jawahar



AGRICULTURAL PRODUCTION

Rozgar Yojana, and 5.48 million tonnes under
open market sale by the Food Corporacon of
India (FCI); it was 4.3 per cent higher than
1993-94 (17.9 million tonnes). Component-wise,
the oft-take comprised 8.6 million tonnes of rice
and 10,1 million totines of wheat, As coinpared
with 1993.94 off-take of rice was lower by 4.7
per cent ‘while off-take of wheat was higher by
13.2 per cent. During the first quarter of [995-96
(April-Tune), rotal oft-take of foodgrains at 4.4
million tonnes was higher by 33.5 per cent as
compared with 3.3 million tonnes during the
corresponding quarter of the preceding year
( Table T1-10y.

Stocks

At the end of March 1995, total stocks of
foodgraius stood at 27.7 million tonnes which
were substantially higher (25.0 per cent) over
the corresponding day of the previous year (22.2
million tonnes) and higher than the prescribed
norms. Component-wise, stocks of both rice at
[8.9 nuilion tonues and wheat at 8.8 miiiton
tonnes, were higher by 28.9 per cent and 21.3
per cent, respectively, over the previous
end-March level.
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Foodgraing stocks reached a level of 30.4
million tonnes as at end-June 1995 comprising
17.1 million tonnes of rice and 19.3 willion
tonnes of wheat. At these levels, they were
higher by 18.7 per cent, 8 7 per cent, and 12.5
per cent, respectively. over end June 100
Clable HE 11 (Graphy.

In view of the large toodgram stechs. the
Government has authorised the FCLo sel! whear
aud rice in the open market. During 1994-95,
about 5.03 million tonnes of wheat was sold by
the FCIL The FCI also sold about 0.45 million
tonnes of rice.

Production of Major Crops
Foodgrains
Rice

Producuon of rice during 1994-95 was
estimated at 81.2 million tonnes, showing a rise

of nearly 3.0 per ceat ovei 1993-94, and
surpassing the target of the year by 3.5 per cent.

Production pertormance during both 1994 Lherif
and 1994-95 yabi scasons was beuer. During

Graph ITH-1

Stock of Foodgrains (End-June)
(Million Tonnes)
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1994 kharif season, the output was placed at 71.4
million tonnes: an increase of 2.8 per cent, while
in the 1994-95 rabi season, it was estimated at
9.9 million tonnes: higher by 3.5 per cent,
entirely due to a sharp increase of 24.7 per cent
in the yield per hectare (‘Table 111-12). Integrated
Programme of Rice Development is
implemented in 1200 identified blocks in 16
States having low productivity of rice/cercals.

Wheat

The production of wheat during 1994-95
reached a new peak of 65.2 million tonnes,
significantly surpassing the target of 58.5 million
tonnes, and was highe by [0.3 per cent than
the record outnut of 1993-94 (59.1 million
tonnes). The sps o 1 output during 1994-95
was brought about aainly by the increase (7.2
per cent) n the yie!d per hectare (Table HI-13).

Coarse Cereals

Coarse cereals are influenced largely by
rainfall bchaviour and weather conditions as
these are being grown largely in the rainfed and
dryland tracts. Coarse cercals comprise jowar,
bajra, maize, ragi, small millets, and barley.
During the entire period of 1994-95, the weather
conditions were, by and large, congenial for
kharif coarse cercals at all stages of crop life.
As a result of these factors, the production of
cereals during 1994 kharif season aggregated
25.1 million tonnes which showed a growth of
2.4 per cent over 1993 (24.5 million tonnes). In
contrast, the output during 1994-95 rabi season
totalled 5.8 million tonnes which was lower by
8.6 per cent. The total output of coarse cereals
during 1994-95 [thus was estimated at 31.0
million tonnes which was close to 30.9 million
tonnes of the previous year (Table 111-14).

Pulses
Like coarse cereals. pulses production is

contingent upon the monsoon behaviour and
overall weather conditions. Besides, these crops

are relatively more susceptible to a wide array
of pests/insects. However, with the significant
technological improvements in terms of scason/
arca specific high yielding/short duration pest-
resistant varieties of seeds, in recent years, the
impact of adverse whether conditions and pests/
insects on the production of pulses has been
considerably reduced. Furthermore, the high
prices of almost all varieties of pulses (except
gram) have also acted as stimulus for higher
production by the tfarmers. As a result, the
production of pulses crops during 1994-95 rose
to 14.5 million tonnes, exhibiting a com-
mendable rise of 0.4 per cent, particularly by
bringing more area under pulses cultivation.
During 1994-95, the area under pulses
cultivation increased by nearly 11.0 per cent
(‘Table 111-5).

With a view to enhancing production and
minimising fluctuations in it, pulses were
brought under the purview of the Techunology
Mission in 1990. Besides. the National Pulses
Development Project (NPDP), which envisages
large emphasis on expanding the arca under
pulses cultivation through multiple cropping and
intercropping as also on improving the yield rate
per hectare through application of modern
methods of cultivation continued to be
implemented during 1994-95.

Of various measures that have been taken
for increasing the production of pulses,
particular mention may be made of the
liberalisation of credit tacilities. Considering the
importance attached by the Government of India
for increasing the production of pulses,
NABARD had agreed to sanction separate lines
of credit to Central Co-operative Banks (CCBs)
in identified pulses growing districts through
State Co-operative Banks (SCBs). During the
co-operative year 1993-94 (July 1993 to June
1994), 29 CCBs were sanctioned credit limits
amounting to Rs.22.8 crore in six States but the
maximum utilization was low at Rs. 16.79 crore.
The credit limit sanctioned for the year 1994-95
is placed at Rs. 33.1 crore. Upto December,



AGIRICLLTUHRAL PRODUCTION s

1994 the drawal was to the tine of Rs. 16 35 orore
Non-foodgrains

Oilsceds

Production

In India, over four-fifths of the wotal oilsceds
outpul is accounted for by three major oilseeds:
groundnut (40 per cent), rapesced/mustard (24
per cent) and soyabean (20 per cent). The other
oilseeds are sunflower, sesa.ne, castorseed,
salflower, nigerseed, and linsced. Production
of oilseeds in the year 1985-86 was merely 10.83
million tonnes. Over the years. the output has
increased, to a high of 22.4 million tonnes during
1994-95, (21.5 million tonnes in [993-94), The
accretion in the production emanated {rom the
growth in yield rates from 801 kgs. per hectare
in 1993-94 to 851 kgs. per hectare in 1994-95,
reflecting the salutary impact of oilseeds
production programme i 331 districts 22
States. Nearly 55 per cent of the total output is
accounted for by kharif oilseeds.

Production of oilseeds during the 1994 kharif

season at 12.3 million tonnes was higher than
that in previous scason by [.1 per cent, while
the production of 10.1 million tonnes during the
1994-95 rabi seasan was higher by 8.1 per cent.
(Table HI-15).

Among the major oilseeds, the groundnut
production was substantially higher at 8.6
million tonnes during 1994-95 (10.3 per cent)
as against 7.8 million tonnes in the previous
year. The output of rapesceed/mustard also
moved up to 6.3 million tonnes, higher by 16.7
per cent as compared to 5.4 million wnnes in
the preceding vear. However, the oilseed
production could have been still higher but for
the severe sethack suffered by the soyabean crop,
particularly in Madhya Pradesh which declined
by 20.6 per cent to 3.7 million ronnes tfrom 4.6
million tonnes in 1993-94. The output ol
saftlower also substantially declined by 27.7 per

cent o 0.4 mubion tonnes as compared o the
previous year autput ¢able HE-16).

Minimum Support Price (MSP)

I'he Governmen raised MSP {or groundnut
(i shell), sunflower seed, soyabean yellow, and
sovabean black from Rs 860 per quintal, Rs.900
per quintal, Rs.650 per quinial, and Rs 570 per
quintal, to Ry 900 per quintal, Rs. 950 per
quintal, Rs.680 per quintal, and Rs.600 per
quintal, respectively ( Fable HH-7). However. for
the tirst tme MSP has also been tixed for sesome
at Rs. 850 per quintal and for nigerseed Rs.700
per quintal.

NAFED Operations

The National Agricultural Co-operative
Murketing Federaton of Tadia Lid A(NAFLED) the
nodal marketing agency continued to implement
price support scheme in oilseeds. During
[993-94 NAFLD procured 30,425 tonnes of
oilseeds under price support operations and an
additional 49,403 tonnes under commercial
operations. During 1994-95 (upto end-November
1994) NAFLD has procured 62.892 tonnes of
oilseeds under the price support operations and
62,620 tonnes under commercial operations.

The National Dairy Development Board
(NDDB) which acts as the Market Intervention
Agency for the procurement of oilseeds and oils
for building up buffer stock. procured 62,588
tonnes of oilseeds during 1994-95 at prices much
higher than the Minimum Support Price. Under
its Muarket Inrervention Operations (MI1O),
NDDB undertook retal markeung of Dhara
Brand of edible oils, it small consumer puacks,
to moderate retail price of edibie oils.

Foreign Trade in ldible Oils

ln view of high production of edible oilsceds
i recent years. the country’s dependence on
import of edible o1ls has come down drastically:
imports of edible oils declined, accordingly.



11-6 REPORT ON CURRENCY AND FINANCIE, 1994-95

from 6.1 lakh tonnes in 1989-90 to 0.2 lakh
tonnes in [994-95. With a view to helping the
Indian Industry to develop export market, the
Government had allowed exports of vegetable
oils other than groundnut oil in consumer packs
upto five kgs.

Cotton
Production

According to the estimates of the Union
Ministry of Agriculture and Co-operation, the
production of cotton during 1994-95 reached an
all-time high of 11.76 million bales, roughty 10
per cent higher than the previous season output
of 10.71 million bales. It was, however lower
than the target of 12.5 million bales fixed for
the season following the damage caused by the
floods in Gujarat, drought in Vidharba region
and leaf curl disease in Punjab, Haryana and
Rajasthan. The acreage under cotton cultivation
during 1994-95 was estimated at 7.93 million
hectares, higher by nearly 8.0 per cent,
compared with 7.34 million hectares of the
previous season. Despite a bumper harvest in
1994-95, the average productivity of the crop
continues to be relatively low. As a consequence,
the total output continues to fall short of the
actual demand substantialty(Table I11-17).

The Cotton Advisory Board (CAB) estimated
the cotton output for 1994-95 season to be at
13.00 million bales higher by nearly 7.0 per cent
compared with 12.15 millicn bales for the 1993-
94 season. In regard to the total availability the
CAB estimates that the opening stocks for the
1994-95 season amounts to 2.38 million bales

while the imported quantity was of the order of

0.45 million bales. Thus, the total availability
of the commodity during the 1994-95 scason
aggregated 15.83 million bales, 2.3 per cent
higher than 15.47 million bales in 1993-94. On
the demand side, mill consumption during 1994-
95 was of the order of 11.60 million bales,
almost 2.0 per cent above the previous season’s
consumption of 11.40 million bales. The

consumption by both non-mill and small spinners
was placed higher at 0.95 million bales and (.53
million bales, respectively. Exports of the
commodity,though small in magnitude, declined
significantly to 0.12 million bates in 1994-95
from 0.39 million bales in the previous year.
Thus, the entire oft-take during 1994-95 totalled
13.20 million bales showing a paltry rise of
around 1.0 per cent over the year. The closing
stocks at the end of 1994-95 season thus were
marginally higher at 2.63 million bales com-
pared with 2.38 million bales of last scason
(Table 111-18).

The growing short-fall between the domestic
demand for and output of the commodity in recent
years has been exerting considerable pressure on
the price front, thereby necessitating recourse to
imports, and cutting down on exports.

Price Policy

The Government raised minimum support
price for the two basic varieties of cotton viz., F-
414/H-777/Agatti (short and medium staple
group), and H-4 variety (long staple group) from
Rs.900 per quintal, and Rs.1,050 per quintal of
1993-94 season to Rs. 1,000 per quintal and Rs.
1,200 per quintal, respectively (Table 111-7).

Procurement operations

During 1994-95 season, the Cotton
Corporation of India (CCI) made higher
purchases: 0.84 million bales, compared with
0.78 million bales during 1993-94 and the entire
quantity was purchased on commercial basis.
The bulk of the purchases were made from
Gujarat, Madhya Pradesh, Punjab, Rajasthan,
Andhra Pradesh and Haryana in that order.

In Maharashtra, the state owned
“Maharashtra State Co-operative Cotton
Growers’ Marketing Federation” (MSCCGMF)
undertakes procurement operations under the
Monopoly Procurement Scheme at the
guaranteed prices fixed by the Maharashtra
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Government. which are generally higher than
the minimum support prices announced by the
Central Governinent, The CC6 does not miake
any purcimses i Maharashira, The Scheme
which had expired on June 30, 1994 was
extenided by the Uenurui Government 1o & peinod
of one yoar apio June 300 1995 Uander the
Neheme, the MSCCGME procvired 107 mdlion

T
[N
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hales during 1993-94 season.

Intensive Cotion Development Programine
(1CDP)

During 1994-95 the programme, which arms

at increasing production and productivity of

cotton, continued to be implemented n 43
districts of 11 major cotton growing states. Total
outlay under the scheme during 1994-95
amounted to Rs.12.29 crore, a little Jower than
Rs.12.85 crore, during the previous vear.

Raw Jute and Mesta

According to the estimates of the Union
Ministry of Agriculture and Co-operation, the
production of raw jute and mesta during 1994-95
season (July-June) was 9.3 million bales which
was 9.8 per cent higher than the previous
season’s output. The increase was contributed
by expansion in the area under cultivation, and
improvement in the yield rate (Table [11-19).

According to the Office of the Jute
Commissioner, Government of India, 10.7 million
bales of jute and mestt (comprising an opening
stock of 1.5 miullion bales, production of 8.9 million
bales and imports ot 0.4 million bales) were
available for distribution during 1994-95 as against
10.9 million bales during 1993-94 season. The
decline in the toral availability was due o lower
carry forward stock at the beginning of 1994-95
season. Off-take for domestic consumption during
1994-95 is estimated at 8.6 million bales. There
were no exports during 1994-95. The closing stock
at the end of June 1995 is placed at 2.1 million
bales (Table I11-20).

Price Policy

The Mintmum Support Price {MSP) for the
hasic variety of raw jute, TD-5 grade in Assam
was raised by 4.4 per cent from Rs.450 per
guintal {or the 1993-94 season o Rs.470 per
oumral for the 1994-95 season, and further to
Re. 490 per quintal for the 1995-96 season. The

crresponding MS¥s of all other grades of jute/
mesta in different jute/mesta growing states were
notified by the Jute Commissioner(Table 111-7).

JCI Operations

The Jute Corporation of India (JCI) stabilises
raw jute prices by buying directly from the
farmers and farmers’ co-operatives. In 1994-95
season, following the short supply of the fibre
and partly as a result of speculation activities of
the traders, the prices ruled well above the
minimum support levels. Because of the
prevalence of higher prices in the market, JICI
did not procure the commodity during 1994-95.
Rather, it sold out its entire old stock of about
1.1 million bales of 1993-94.

Special Jute Development Programme (SIDP)

The programme, with its objectives of
increasing the productivity, and improving the
{ibre quality continued to be implemented during
19094-95. During 1994-95, under the
programine, 2,048.1 quintals of certified jute
seeds and 538 quintals of quality mesta seeds
were distributed; technology demonstrations
were laid out on 13,491 hectares in programmed
areas, and 2,09,850 fungal culture packets were
distributed for qualitative improvement of barky
jute.

Sugarcane
Production
Production of sugarcane, after having

declined by nearly 9.0 per cent in [992-93,
further declined to 227.1 million tonnes in 1993-
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94 season (October-September). In 1994-95,
however. sugarcane output posted a spectacular
growth to reach the record output of 259.9
million tonnes. The expansion in the output
during 1994-95 was mainly due to over 12.4
per cent increase in the area under cultivation
from 3.4 million hectares to 3.8 million hectares
(Table 111-21).

Statutory Minimum Price (SMP)

The Government raised the Statutory
Minimum Price of sugarcane for the 1993-94
crop year to Rs.34.50 per quintal, 11.3 per cent
higher than (Rs.31.00 per quintal) that for the
preceding season. The SMP for the 1994-95 crop
year was fixed at Rs.39.10 per quintal which
marks a rise ol 13.3 per cent over 1993-94. For
the year 1995-96 it has been turther raised to
Rs. 42.50 per quintal. The rates are linked 1o a
basic recovery rate of 8.5 per cent, subject to a
premium of Rs.0.46 for cvery 0.1 percentage
point increase in the recovery above that level
upto 10 per cent, and Rs.0.60 for every 0.1 per-
centage point increase in the recovery above 10
per cent (Table 111-7).

Tea
Production

Production of tea during the calender year
1994 estimated at 743.8 million kgs was lower
by nearly 2.0 per cent than the previous year
output of 758.1 million kgs. Notwithstanding
the increase in the area under cultivation, the
production in North India dropped by 14.8
million kgs (2.6 per cent) from 578.7 million
kgs in 1993 to 563.9 million kgs in [994. In
contrast, the production in Soutl. india increased,
marginally, from 179.3 million kgs in 1993 to
179.9 million kgs in 1994, Domestic
consumption has been expanding over the years
and it rose from 560.0 million kgs in 1993 (o
580.0 million kgs in 1994 (Table 111-22). The
all-India output of tea suffered a set back
between January and June 1995 when it was

estimated at 245.0 million kgs, compared with
279.4 million kgs in the comparable period of
the last year. During this period, the production
of tea in North India declined to 155.2 million
kgs. from 181.4 million kgs. in the same period
of last year while that in South India declined to
89.8 million kgs. from 98.0 million kgs.

Replantation Subsidy Schene

The principal objective underlying this
scheme 1s to lend a helping hand to the tea
industry in attaining an effective and rapid
replantation of the old and uneconomic bushes
with improved planting materials having both
distinctive qualitative and quantitative
improvements. Since the proposal of replantation
of old and uneconomic tea arcas did not evoke
sufficient response from the industry on account
of larger gestation periods with concomitant
initial crop losses, the position was reviewed.
On the recommendation of the Tea Board, the
Government of India sanctioned a scheme for
rejuvenation and consolidation of the existing
tea arcas with effect from October 1, 1975. The
scheme provides for a subsidy of Rs.3,000 per
hectare for rejuvenation and pruning in
conjunction with infilling and Rs. 4,000 per
hectare for rejuvenation coupled with
interplanting of rows. Between July 1994 and
June 1995, Rs.2.1 crore were disbursed under
the schenie.

Coffec
Production

During the 1994-95 secason (October-
September), 1.8 lakh tonnes of coffce was
produced which was 13.4 per cent lower than
the output in the 1993-94 scason. Variety-wise,
the production of Arabica was placed at 0.8 lakh
tonne and Robusta at 1.0 lakh tonne (Table
I11-23). The production during 1995-96 scason
is projected at a higher quantity of 2.2 lakh
tonnes comprising 1.0 lakh tonne of Arabica and
1.2 lakh tonnes of Robusta. Karnataka continucs
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to produce about 70 per cent ot the total coffee
output in the country. The coffee output in the
country forms ncarly 4 per cent of the World
output, while the share in world coffee exports
hovers around 3 per cent. To enhance
productivity, consolidation of existing coffee
growing arca 1s sought 1o be achieved through
replanting, developing water resources and
provision ol timely credit.

Coftee Board

The Cottee Board ts the apex nstitution which
coordinates various production and marketing
programines/activities relating to coffee. A major
development, by way of liberalisation ol internal
marketing of coffee in 1992-93 for the first time
in four decades has changed the nature of the work
of the Board. The growers were initially permitted
an Internal Sale Quota (1SQ) of 30 per cent which
could be treely sold within the country, as a result
of liberalisation of internal marketing.
Consequently, the coffee growers got better and
timely returns for their produce compared to the
prices paid by the Coffee Board. What started as
a 30 per cent Internal Sale Quota (1SQ) has been
subsequently raised to 50 per cent Free Sale Quota
(FSQ). The Union Commerce Ministry announced
in April 1995 major policy changes in coffee sector
including 100 per cent Free Sale Quota (FSQ) by
small cotfee growers with holdings of less than 10
hectares each. The small growers account for 35
per cent of total production. Larger growers who
account for two per cent of all registered growers
werce required to pool 30 per cent of their produce
with the Coffee Board. The Coffee Board has
recognised additional auction centers, three in
Karnataka and one in Andhra Pradesh for the
purpose of such pooling.

Tobacco
Production
The latest data available on tobacco

production relate to 1993-94. This showed a
decline oi 4.6 per cent from 596.5 million kgs.

m 1992-93 1o 568.8 mitlion kgs in 1993.94
essentially due to reduction of 7.6 per cent in
the area under culuivation (Table [11-24). The
estimated production of Virginia Tobacco during
1993-94 placed at 123.6 million kgs. was nuch
lower (25.5 per cent) than that in the previous
year. The decrease in the area and production
was recorded mainly i Andhra Pradesh, Bihar
and Tamil Nadu. The arca and production of
tobacco during 1994-95 ure provisionally
estimated at 401.5 thousand hecrares and 533.5
million kgs. . respectively.

Prices

During 1994-95, the Minimum Support Price
(MSP) for the two basic grades, 7.¢., F2 and 1.2
of VFC tobacco were fixed at Rs. 18.50 und
Rs.21.00 per kg, which were higher by 2.8 per
cent and 5.0 per cent, respectively, over the
respective prices of the previous year. Based
on these prices, MSPs for other grades of
tobacco were fixed by the Tobacco Board.

According to the prevailing practice, hefore
plantation, the growers are otfered hy the
Tobacco Board the Minimum Guarantee Prices
(MGP) at which the raders would be willing (o
buy tobacco during the ensuing season. MGPs
are usually higher than MSPs. The MGPs are
applicable for a normal crop without any
statutory backup. The rraders and manufacturers
had agreed o pay MGPs amounting to Rs.21.50,
Rs.24.00, and Ry, 27.00 per kg for black cotton
soil, southern light soil and northern lighe sotl
tobacco, respectively, for 1994-95 season.

The Virginia tobacco is being sold through
auctions at various centers. fn Karnataka, during
the 1994-95 season, 221 million kg.. of VIC
tobacco were sold ar an average price of
Rs.25.30 per ke. In Andhra Pradesh, 74.2
million kgs. of VIFC tobacco were sold at an
average price of Rs.25.62 per kg. The measures
mniated by the Government for the development
ol tobacco cultivation tnclude mainiy
(1) provision of technical guidance to Stare
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Governments and fanuers, and (1) adequate and
tmely supply of pure seeds and seedlings. In
addition. the {vbaces Board has tken up specinl
MICUSETeS 10 e rease tobacco production particu-
farly in Apdbes Pradesh and Karnataka, The
Tobacco doard arinnged financial assisianee to
farmers tep vaising VEC tobacceo crop,
prrchasing fertibiser, coal and for repairing
Barive, oo o the rune of Re.69 .41 crore during
1994-95,

Agriculiural Exports

Agricultural exports have grown consistently
during the last five years. The value of exports
has mcreased from Rs.6,019 crore during the
year 1990-91 to Rs. 13,133 crore during the year
1994-95. Atter a significant jump in the last
year's export performance (by 39.1 per centy,
it has slowed down to 4.0 per cent, mainly due
to decline in the export earnings of raw cotton,
tobacco, o1l meal,rice and tea.

In order to boost agricultural exports, the
following liberalisation measures in agricultural
exports policy have been announced during the
yeur;

i) The export of rice is allowed freely.

1) The export of duriwm wheat is allowed
subject to a quantitative ceiling ol 3 lakh
MTs.

i11) The cxport of non-durum wheat is allowed
subject to a quantitative ceiling of 5 lakh
MTs.

iv) The export of hybrid jowar grown as a
kharif crop is allowed freely.

v} The export of coarse grains (jowar, bajra,
ragl, matze and barley) is allowed subject
to a quantitative ceiling of 1.5 lakh MTs.

vi) The export of pulses is allowed subject
a quantitative ceiling of 10,000 MTs.

vii} The export of sunflower seeds is allowed
subject 10 a quantitative ceiling of 50,000
MTs.

viii) The export of mustard and rapeseeds is
allowed subject to a quantitative ceiling of

50,000 MTs cach.

1x) The export of edibie oils except groundanut
oil 1s allowed o consumer packs of upio 3
kgs.

sy The exports of HPS wooundnut chath

shiells and Kevucis), sesmne ood satliower

(Rardiy seeds are aftow e oo dy subjedi o
regisiraiian i contract with 1OPEA,

x1) The cxport of viger sceds 1s canslised
through the National Agricultural Co-
operative Marketing Federation of Iudia
Lid. (NATFED) and Tribal Co-operative
Marketing Federation of Indin (TRIFED)
and National Dairy Development Board
(NDDB).

Measures to Promote Production

The Government have been Yormulating
various policies and programmes and
implementing them in order to angment
production of agricultural commodirties.
Measures meant for specific crops were briefly
explained carlier while discussing the production
trends 1 respective commodities. Other
measures supporting and enhancing the strength
and capabilitics of crop production system in
the country are outlined in the following
paragraphs.

High Yielding Varietics Programme (HYVP)

Consistent  breakthroughs in  seed
technologies in recent years resulting in area
specific seeds and high yielding/short duration
varieties were growingly utilised by farmers,
with the result there has been a substantial and
sustained increase in the production of
foodgrains. The anticipated achievement in
HYVP during 1993-94 was higher in respect of
paddy and maize and lower in respect of wheat
and other coarse cereals. Thus. the area under
HYV for paddy and maize was higher by 1.6
per cent and 3.5 per cent, respectively, while
that for wheat, jowar and bajra was lower by
0.4 per cent. 28.7 per cent and 9.2 per cent,
respectively. The targets set for 1994-95 for
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paddy. wheat, jowar, bajra, and maize were
higher by 8.0 per cent, 4.3 per cent, 81.8 per
cent, 34.8 per cent, and 32.6 per cent, respec-
tively, over the anticipated achievement in
respect of these crops during 1993-94 {Table
[11-25).

Ievtilizers

With the increasing propagation of HYV
seeds, rapid spread of 1rrigation net-work and
srowing use of fertiliser in low consumption
rainfed areas, ferrilizer consumption, in nutrient
terms, which stagnated around 12.5 million
tonnes during the tour-year period (1991-1994)
rose significantly to 14.1 million tonnes in
1994-95 (Table 111-26).

All the low analysis nitrogenous fertilizers
were decontrolled with effect from June, 1994,
and only urea continues to he under statutory
price control. The ferrilizer consumption
mix(ratio) of the three plant nutrients-Nitrogen
(N), Phosphate (P) and Potash (K) however,
continued to be a cause for concern, tollowing
the deviation trom the ideal NPK ratio of 4:2:1,
(0 9.5:3.2:1.0 in 1992-93. However, this trend
seems to have been reversed as the mix has
marginally improved to 9.3:3.0:1.0 during
1993-94, The raising of urea price by 20 per
cent in June 1995 was essentially to bring abour
a healthy balance in the rato. The continued
distortion in the mix witnessed during recent
vears appears to have stemmed essentially from
the price differentials ot the three components
in the wake of decontrolling of fertilizers. The
price increases in the phosphate and potassic
(P&K) fertilizers aftected adversely, to some
extent, the NPK ideal ratio.

The scheme of the concessional sale of

decontrolled phosphatic and potassic fertilizers
including complexes, introduced in the rabi
1992-93 season has continued during 1994-95.
The Government carmarked Rs.550 crore for
1994-95 for the above scheme.

With the obiective of promoting w halae on
use of NPK fertilizers w conjunction woth
OrgaNIc Manures, COMpost, grocit MG
bio-tertilizers with added cimnshasis on i
of micro-nutricnts i high fertiizar oo o
inteusely cultivated regions, the soiie
“Balanced and Integrated use of bevidiiee
faunched during 199192 continnged
tmplemented during 1994-95 0 {he N
Project on Development and use ol bio fertlize -
conunued to be uuplemented in 1994 95 i
bro-fertilizer units are expected to produce abon
2000-2500 1tonnes of bio-fertilizers. The
Centrally Sponsored Scheme, titled the
“National Project on Development of Feriilize:
Use in Low Consumption Rainfed Area™ has
commenced during {994-95 with an il
allocation of Rs.1.46 crore. Assistance under
the scheme is to be provided by the Cenrral
Government to State Governments for supply
of small fertilizer bags to the farmers, and the
sced producing agencies for production and sale
of green manure seeds.

Sceeds

Production of breeder seeds during [994-95
was estimated at 44,500 quintals as againsi
36,821 quintals during the previous year,
whereas the production of toundation seed went
up to 4.7 takh quintals during 1994-95 from 4. |
lakh quintals during 1993-94. The target ltor
distribution of certitied/quality seeds was fixed
at 63.0 lakh quintals in 1994-95 as against 61.0
lakh quintals during 1993-94 (Table I11-27).

Plant Protection and Pesticides

With the increasing use of inorganic
fertilizers and the fast growing propagation and
cultivation of high yielding, short duration
varieties of seeds amidst the declining balance
in the sphere of plant lite, the incidence of pests
and plant enemies has been posing acute danger
to agricultural crops, necessitating the usc of
pesticides on a much larger scale. The demand
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for pesticides for 1994-95 was assessed at
8,00,684 tonnes and the overall availability
position was satisfactory. During the year, pest
surveillance for monitoring the incidence of pests
and diseases of major rabi and kharif crops was
maintained in order to forewarn the likelihood
of pest incidence. A total sample area of 4.2
lakh hectares was scanned till December 1994
out of 5.0 lakh hectares earmarked for the year
1994-95. With biological control, the natural
enemies of pest species were conserved and
augmented in order to minimise the application
of hazardous chemical pesticides and further to
reduce environmental pollution. Accordingly,
IPM centres had mass-reared, and released 1035
million parasites, predators and phytophagous
insects in 2.6 lakh hectares of cropped area by
the end ot December 1994, It has been targeted
to release 1300 million agents during 1994-95.
Furthermore, in order to arrest and eliminate
the intrusion of exotic pests and diseases through
ever expanding international trade, plant
quarantine regulations were implemented at 26
Plant Quarantine and Fumigation Stations in the
country, located at major international airports,
sea ports and land frontiers.

Irrigation Schemes

By 2010 A.D., the gross irrigation potential
in the country is targeted to reach at 113.5
million hectares, divided almost equally between
major and medium irrigation projects (58.5
million hectares) and minor irrigation works (55
nillion hectares). Towards achieving this
objective, the Eighth Five Year Plan envisaged
an outlay of Rs.22,415 crore for major and
medium irrigation projects which are expected
to create a potential of 5.09 million hectares of
irrigated land. While the cumulative
achievement upto the end of 1992-93, of major
and medium irrigation, and minor irrigation
stood at 31.1 million hectares, and 51.9 million
hectares, respectively, the anticipated additional
achievement during 1993-94 was 0.7 million
hectare for major and medium irrigation and 1.4

million hectares for minor irrigation in surface
and ground water. A target of additional
irrigation potential at 2.8 million hectares was
set for 1994-95, of which minor irrigation
accounted for 74.0 per cent over 2.1 million
hectares (Table 111-28). This entailed an outlay
of Rs.6,824.42 crore during 1994-95 (Table
111-29).

Command Area Development Programme

The centrally sponsored Command Area
Development (CAD) Programme was launched
in 1974-75 with the objective of bridging the
gap between the creation and utilisation of
irrigation potential and to optimise productivity
and production from irrigated lands. The activi-
ties under the programime include on-farm
development works like the development of field
channels and drains, land levelling, enforcement
of proper system ot warabandi, development and
maintenance of drainage and modernisation,
maintenance and efficient operation of 1iriga-
tion systems. The cumulative achievement upto
1993-94 and the target set for 1994-95 are set
out in Table 11I-30. From inception upto March
1994, an amount of Rs.[,302 crore has been
released as Central Assistance under the CAD
programme. The outlay for the programme
under the Central Section for the Eighth Plan is
Rs.830 crore. Against the outlay of Rs. 125 crore
for 1994-95, an amount of Rs.123.7 crore has
been released to the States.

Realising the importance of Command Area
Development Programme in consolidating the
gains from huge investments already made in
major and medium irrigation projects, a National
Level Advisory Committee has been constituted
under the Chairmanship of the Union Minister
for Water Resources and Parliamentary Aftairs
to suggest steps for eftective implementation of
the programme. Its recommendations include the
constitution ot the Command Area Development
Council at the State level and a Statutory Board
at the Command Area Development Authority
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level. The emphasis hencetorth would be on the
creation of farmers’ societies to take over the
operation and maintenance of irrigation systems.

Arca Development Mceasures
Development of Watershed Approach

During 1994.95, the decision o develop
rural arcas on a watershed basts continued to be
the over-riding concept for the arca development
schemes. During the Eighth Five Year Plan
period, a Centrally Sponsored Scheme, known
as the “National, Watershed Development
Project for Rainfed Areas”™ (NWDPRA) with the
Eighth Plan provision of Rs. 1,100 crore is in
operation in 25 states and 3 Union Territories
covering over 40 lakh hectares. The programme
is spread over in nearly 2500 micro-watersheds.
This is a 100 per cent Centrally Sponsored
Scheme which intends to generate successful
models of Watersheds Management by tollowing
the farming systems approach in all the
development blocks of the country where less
than 30 per cent of the arable area is under
assured means of irrigation. This would ensure
comprehensive development of rainfed arcas.
The execution of project work is done by
development of Sclf-Help Groups and Mitra
Krishak Mandals.

Drought Pronc Areas Programme(DPAP)
and Desert Development Programme (DDP)

Activities under DPAP have been taken up
on a micro-watershed approach in cach of the
627 blocks of 96 districts i 13 States covered
under the programme.

Upto September 1994 during 1994 .95,
44,300 hectares of land were treated tor soil
and moisture conservation, {2,700 hectares were
covered under water resources development, and
46,800 hectares were covered under
afforestation and pasture development.

During 1994-95, Rs. 169.73 crore was
allocated tfor DPAP, of which Rs.70.82 crore
(41.7 per cent) was spent upto November 1994,

Activities under DDP have been taken up in
131 blocks ol 21 districts in 5 States. Upto
September 1994, during 1994-95, 15,0600
hectares of land were treated for soil and
moisture conservation, 800 hectares were cov-
cred under water resource development and
19,800 hectares were covered under atforestation
and pasture. Of Rs.84.00 crore allocated for
DDP during 1994-95, Rs. 36.03 crore (42.9 per
cent) was spent upto November 1994,
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Table III-1 : Production of Major Agricultural Commoditics

Srent Unit Average of 1990-9 1 1993-94 1994.95 p
1980-81 to
1986-90
2 3 4 S 6
Al Crops Index (Trienniumm 118.56 148.4 155.7 164.5 12
e cnded 1981-82 = 100)
i beodgraims -do- 118.74 143.7 148.5 156.0 E
2 Non-loodgrains -do- 118.20 156.3 168.3 178.9 .
i Dot Million tonnes 146.55 176.39 182,12 191.91
Wi
o ~do- 83.73 99 .44 99.41 101,49
Ao -do 62.82 76.95 82.71 90.42
Comnodity Groupwise
Coredly ~do- 134.39 162.13 169.02 177.45
Rive -do- 5977 74.29 78.97 .25
Wheat -do- 44.76 55.14 59.13 65.24
Coarsegrains do- 29 %6 32.70 30.92 30.96
Pulses -do- 1216 14.26 13,10 14.46
HI. Non-loodgrains
Oilseedy -do- 12.68 18.61 21.48 22.37
Kharif -do- 7.06 v.80 12.16 12.30
Rubi -do 5.62 8.81 9.32 10.07
Sugarcane -do 185.66 241.05 227.06 259.95
Cotton Million Bales
of 170 kgs.each 7.95 9.84 10.71 11,76
Jute and Million Bales
Mesta ol 180 kgs.each ¥.34 v.23 8.48 9.31
Tobacco Million Kgs. 487.70 555.90 564.80 533.50
Coffee -do 146.93 170.00 208.00 18010
Tea -do- 634.20 720.34 758.06 74378

P Provisional.

I:: Estmated

Sources (i)
(il)
(1ii)
(iv)

Ministry of Agriculture
Coffee Board

Tea Board

Tohacco Board
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Table 1112 : Foodgrains : Arca. Production and Yield (Annuai)
Yoy e under Produciion
culuvinion cinflion nne Sl e
(milhion B ; e
hectares) Taypvi Avtievenes .
! K ;
ol
Average
TORO 81 e 1989 9n 103 73 [ [T
1990 9| o3 17 16130 162 11
(018 ) 7x) (2Nt Yoo
1993 04 100,01 {7200 1640 0" KRN
077 (23 b
1994.95 100.04 173 50 [
{0.03) (AR ERRTIP R
Pitlyes
Average
[UR-E1 1y 1OR9 90 2308 11 06
1990-91 24.66 15.00 14.20 NN
(5.29) (1.69) (10.8" [REREY!
1993-94 2243 15.50 1310 AN
(0. 51 (h. ) VN B
199495 P RE ) [IREY! HE ) th}
(10 97y (0 (0 [RRUERE T R
lotal
(Cereals + Pulses)
Average
1ORO-81 10 1989-90 126.81 146,55 Linn
1990-91 12783 176.30 17059 IR
(1) %4) (0,804 (314 (2 3
1903 .04 1224 188.00 P82.02 n
- 0.58) 275 old7 (206
{94498 p 124 93 184900 191 Gy Vi
[NESRY] SRR vv

(5 38

P Brovisional

Nodie

Nesii e

Figmes i brackety e prrceniine

VATTONYS Vet e presaenis v

Potals iy not tally que o roundiny e

Ministrs Gl

Avriculture
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Table HI-3 : Foodgrains :

Arca, Prodaction and Yield (Season wise)

Year Arca under Production
cultivarion gnillion_tonnes) Yield per
(nullion hectare
liectires) Targel Achievemem (Kg.
1 2 3 4 Nl
Kharif
Average
1980-81 10 1989-9(0) 8131 85.16 1047
1990 91 8. 7K 99.10 99 14 1231
(-0.76) 0.10) (~1.53) (-0.81)
1993-94 75.99 105.50 99 41 1308
(-2.48) (2.13) (-2.03) .46
1994-95 p 75.60 106.33 101.49 1342
(-0.31) (0.79) (2.09) (2.62)
Rabi
Average
1980-81 to 1989 90 45.50 62.K¥2 1381
1990-91 47.05 77.40 76.95 1635
(3.70) (0.32) (9 .85) (5.89)
1993.94 4645 32.50 82.71 J 781
(2.70) (3.50) (6.02) (3.24)
1994-95 P 49 34 82.07 90.42 1833
(6,22) (0.21) (9.32) (2.92)
Total
(Kharif + Rabi)
Average
1980-81 to 1989-90) 12681 146.55 I156
1990-91 127.83 176.50 176.39 1380
(0.84) (0.X6) (3.13) (2.30)
1993-94 122 44 188.00 182.12 1487
(-0.5%) (2.73) (1.47) (2 06)
1994.95 P [24.93 189.00 191.91 15336
(2.03) (0.53) (5.3%) (3.28)
P Provisional.
Note © Figures i brackets are percentage variations over the previous year.

Tovals may not tally due to rounding off.

Source 0 Muustry ol Aariculture
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Table I11-4 : Cereals @ Area, Production and Yield (Scason wise)
Year Arca unde Production
cultvion (milhion tonues) Yicld per
(million hectare
Hectares) Targel Achievemenl (Ky.)
| 2 3 4 3
Klrif
Average
[OR0-81 10 1989 RY 70.59 79.007 1120
1990-91 69.29 93.60 94.03 1357
{ 090 (1.0 (-1.52) (~0.601
1993 94 64.52 Yo 50 93 94 1450
304 (2.3  1.98) (109
1994-95 P 64.75 100.33 96.48 1490
(0. 36) (0).83) (2.70) (2.3:4)
Rabi
Avernge
JORO 81 10 1989-90 33.13 - 55.32 1670
199391 33.89 67.90 68.10 2009
(1.35) (0.44) (8.01) (7.2
1993-94 35.49 73.00 75.08 2110
(3.62) (2.46) (6.02) (2.31)
1994 95 P 35.30 73.17 80.97 2204
(-0.54) (0.23) (7.84) (X.43)
Total
(Kharif + Rabi)
Average
1980-81 1o 1989-90 103.73 - 134.39 1296
1990-91 103.17 161.50 162.13 15371
(Neg ) (0.94) (2.50) (2.0%)
1993 94 100.01 172.50 169.02 1690
(-0.77) (2.37) (1.42) (2.21)
1994 .95 P 100.04 173.50 177.45 1774
(0.03) (0.58) (4.99) (4.90)
P Provisional
Noue o Preures in brackets are percentage vartations over the previous year.

Totals may not tally due to rounding off.
Source o Ministry ol Agriculture.
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Table I11-5 : Pulses @ Arca, Production and Yield (Scason wisc)

Year Area undet Production
cullivation (million tonnes) Yield per
(million - T hectare
hectares) Taraet Achievement (Ku)
1 2 3 4 3
Kharif
Average
1980-81 to 1989-90 10.72 4.606 435
1990-91] 11.49 5.50 541 471
(0.09) (3.77) (- 1.81) (-1.88)
1993-94 11.47 6.00 5.47 477
(0.79) (0.00) (-2.84) (-3.60)
1994-95 P 10.85 6.00 504 462
(-5.41) (0.00) (-%.41) - 3.18)
Rabi
Average
1980-81 to 1989-90 12.36 7.50 607
1990-91 13.17 9.50 8.85 672
(10.39) (0.53) (20.41) (9.09)
1993-94 [0.96 v.50 7.63 ava
(-0.1%) (11.76) (6.12) (6.31)
1994-95 P 14.04 9.50 9.45 673
(28.10 (0.00) (23.85) (-3.32)
Total
(Kharif + Rahi)
Average
1980-81 1o 1989-90 23.08 12.16 527
1990-91 24.66 15.00 14.26 578
(5.29 (1.69) (L.41) (5.2%)
1993-94 22.43 15.50 13.10 584
(0.31) (6.90) (2.1%) (1.87)
1994-95 p 24.89 15.50 14.46 581
(10.97) (0.00) (10.38) (-(0.53
P Provisional.
Note . Figures in brackels are percentage variations over the previous year.

Totals may not tally due to rounding off.
Source . Mimstry of Agriculture.
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Table 111-6 : Availability of Foodgrains
(Million tonnes)

Year Gross Net Net Chianee Net Per Capita Net Availability Per Day
(Jan Qutput Quiput [mports e Avatlabiliny (mn gms)
o Guvt T e T e
Dec.) Stocks Cereals Pulses All
lrauderins
! 2 3 1 pl 6 / 8 Y
19%5 1455 127.3 0.4 2.7 125.0 415.6 38.4 4340
1990 1710 149.6 1.3 6.2 [ERW) 4353 41.1 Fia
1993 179.5 157.1 26 10.3 1du.8 4274 37.0 1044
1994 1821 159.3 0.5 39 155.9 436.4 3.8 4742
Notes 1. Output data relate to agriculural year (July-June)

Source

2. Net output has been taken as 87.5 per cent of the gross output, 12.5 per cent being provided for feed, seed requirements and
wastages.

3. Net availability - Net production () Net tmports () change in Governmient stocks

4. Figures in respect of change in stocks with trader and producers are not avatlable. The cstimates of net availabiluy should
not, theretore, be taken 1o be strictly equivalent to consumption,

5. Change in stocks @ end-June 1994 over end-June 1993,

Economic Survey, 1994-95 and Ministry ol Food, Government of India.
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Table I11-7 : Procurement And Minimum Support Prices
(Marketing Year)

( Rs. per quintal )

Sr. Commodity Season Type Variety 1993-94 1994 95 1995-96

No.

! 2 3 4 S 6 7 8

Foodgrains
I Paddy Oct.-Sept. P Common 310 340 360
2 Paddy Oct.-Seprt. P I'ine 330 360 375
3 Paddy Oct.-Sept. P Super Fine ERY 380 395
4 Wheat April-March P FAQ 330% 350 360
S Jowar Oct.-Sept. P FAQ 260 280 300
6 Bajra Oct.-Sept. p FAQ 260 280 300
7 Muaize Qct.-Sept. P FAQ 265 290 310
8 Ragm Oct.-Sept. P FAQ 260 280 300
9 Barley April-March M FAQ 260 275 285
10 Gram April-March M FAQ 600 640 670
[T Moong April-March M FAQ 700 760 %00
12 Urad April-March M FAQ 700 760 {00
13 Tur April-March M FAQ 700 760 %00
Non-feodgrains

14 Groundnut (in shell) Nov.-Oct. M FAQ 800 R60 900
15 Soyabean Nov.-Oct. M Black 525 570 600
16 Soyubean Nov. -Oct. M Yellow 580 650 680
17 Sunflowerseed Nov.-Oct. M FAQ 850 900 950
1% Rapeseed/Mustard April-March M FAQ 760 810 830
19 Toria April-March M FAQ 725

20 Safflowersced April-Match M FAQ 720 760 760

21 Copra Jan.-Dec. M FAQ 2150 2350

22 Couon Sept.-Aug. M E-414\H-777 900 1000 11s0

23 Couon Sept.-Aug. M H-4 1050 1200 1350

24 Jute July-June S TD-5 450 470 490

25 Sugarcane @ Oct-Sepl. S FAQ 34.50 39.10 42.50 %

26 Tobacco March-Feb. M VEC-P2 1800 1850

27 Tobacco March-Feb. M I.-2 2000 2100

M Minimum Support Price P : Procurement Price

S ¢ Siatutory Minimum Price [FAQ : Fair Average Quality

S ¢ Including a Central bonus of Rs.25 per quintal.

@ :  These prices are linked to i basic recovery ol 8.5 per cent with a proportionate premium for every 0.1 per cent increase above that

level.
"

Source

The rates are linked 1o a basic recovery rate of 8.5 per cent, subject 10 a primium of Rs. 0.46 tor every 0.1 percentage pomnt
increase n the recovery above that level up o 10 per cent, and Rs. 0,60 for every 0.1 percentage point increase in the recovery

above [0 per cent.

Ministry of Agriculwre.
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Table HI1-8 : Procurement of Foodgrains

Hi-21

(Million tonnes)

Yo
(April-March)

Procurcment

Procarement as
pereentage of
production

Rice Wheat Toral U o
Rice Wheat
| 2 3 1 5
199192 10,406 7.8 I8 21 14 (0 1492
(- 18.60) {-29.9%) (-24.13)
1993-94 14.35 12.84 2719 18,17 21.7]
(14.25) (101.25) (43.56)
1994-95 (P) 13.60 11 87 2547 16.74 I8.19
(-5.23) (-7.55) (-6.33)
April-June 1994 1.4 11.84 13.25
April June 1995 F.47 12.24 13.71
(4.20) (3.3%) (3.47)
P . Provisional.
Note ¢ Frgures in brackets are percentiage variations over the previous year/guarter.

Totals may not tally due to rounding ofl.

Source . Ministry of Food.

Table 1I-9 : Central Issue Prices of Foodgrains

(Rs per gquintal)

Liffective Date Rice Whem
Common I'me Super
Fine
! 2 3 4 5
June t, 1990 2849 349 370 23
(18.4h (14.80) (13.85) (14.71)
December 28 1991 377 437 458 250
(30.45) (2521 (23.7%) (19 66)
January 11,1993 137 197 S 330
(15.92) (13.73) (13.1h (17.86})
fehroary 1,1994 837 017 648 402
(22.8%) (2419 (251 (2182
* o Elfective May 11990
Note o Figures i brackets are percentage vanations over the previous revision

Source o Minisiry ol Agriculture.
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Table [H-10 ;: Off-Tuake of Foodgrains

(Milhon ronnes)

Year Rice * Wheat*@ Towal
(April-March)
| 2 3 4
1991-92 10.07 9.07 19.14
(28 2K) (10.34) (19 10)
1993-94 8.98 8.91 17 89
(-4.87) (15.27) 419y
1994-95 &.56 10.09 18.65
(-4.68) (13.24) (4.25)
1994 1.87 I.41 3.28
(April-June)
1995 2.70 1.69 4.38
(April-June) (44.39) (19.86) (33.54)

*

@ Including open marker sales.
Note : Totals may not tally due to rounding off’.
Figures in brackets are percentage variations over the previous year/quarler.

Source : Ministry of Food.

Table III-11 : Stocks of Foodgrains

[ncluding negligible quantity under Jawahar Rozgar Yojana, Employment Guaranice Scheme, etc.

(Million tonnes)

As al Rice Wheal Total* As percentage of norm
bnd-March —
Rice Wheat Toual
| 2 3 4 5 6 7
1992 9.77 2.40 12.17 90.46 64.86 83.03
(~13.08) (-58.62) (-29.55)
1993 11.04 2.98 14.69 102.22 80.54 101.31
(13.00) (24.17) (20.71)
1994 14.65 7.28 22.18 135.65 196.76 152.97
(32.71) (144.30) (50.99)
1995 p 18.89 8.83 27.73 174 .91 238.65 191.24
(28.94) (21.29) (25.02)
June 1994 14.42 17.78 32.39 156.74 135.73 145.25
June 1995 p 1711 19,33 36.44 185.98 147.50 16341
(18.65) (8.72) (12.50)
Norms of Stocks
As on Rice Wheat Total
| 2 3 4
April | 10.80 3.70 14.50
July | 9.20 13.10 22.30
October 1 6.00 10.60 16.60
Janvary | 7.70 7.70 15.460
P : Provisional
* U Including coarsegaims.
Note : Figures in parenthests are percentage variation over the previous year.

Source 1 Ministry of Fe

wd.
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Table HL-12 ¢« Rice @ Area, Production and Yicld (Scason wise)

Yea Area under Production
cultivation tmitlion tonnes) Yichd per
(milhion — e heotare
liectares) Target Achicvement tKeo
! 2 3 4 h

Kharif

TOK0 K1 1o (989 G A8 360 . 54,20 IREE
1000 O 39 70 6570 66 32 1671
(1.0% (1.90) (0.067) (-0.30)
1993-94 A8.64 69.50 69 .41 1796
(- 0.67) (1.09) (6.39) [WARN]
1094 95 P 38,71 70.00 71.36 1842
(0.26) (0.7 (2.81) (2 54y

Rabi

Average

19%0-81 1o 1989-90 2.29 5.51 2406
1990-91 2.08 %.00 7.97 2674
(4.1%) (-) (3.64) ¢ 0.45)
1993.94 3.40 3.50 9.50 2812
(1K8.47) () (25.46) (5.90)
1994 95 P 2.82 8.50 9.89 07
(- 17.06) () (3.45) (24.73)
Total
(Kharif + Rabi}
Average
1980-81 to 1989-90 40.65 - 59.77 1470
1990 91 42,69 73.70 74.29 1740
(1.23) (1.66) (0.98) !
1993.49.4 42.03 78.00 78.97 1879
(0.60) (0.97) (8.39) (7.74)
1994-95 p 41.56 78.50 §1.25 1955
(-1.12) (0.64) (2.89) (4.05)
P Provisional.
Noie © Figures in brackets are percentage variations over the previous year.
Totals may not tally due 1o rounding off.
Source 1 Minstry of Aaericullure,

Table 1IE-13 : Wheat : Arca, Production and Yield

Year Area under Production
culitvation (mitlion tonnes) Yield per
(miflion e hectare
hectares) Turael Achievement (Kuo)
1 2 3 1 S

Average

1980-81 10 198990 23.30 - 44.76 1921
199091 2407 5450 5314 238
(2 85) (0,63 BIEOR 17 oah
{993 94 2491 38,50 5913 2374
(1.3 (2.0 (3 36) (2.0
1994.95 25.64 58,50 06524 2544
(2.93) (-) (10.33) (7.19)

I’ . Provisional,

Noie s Figures in brackets are percentage variations over the previous year
Totals mav not tally due to rounding ofl.

Sowrce 1 Minmstry of Agrniculure.
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Table 111-14 ;: Coarse Cereals : Arca, Production and Yield (Scason wisce)

Year Arca under Production
cultivation (million tonnes) Yield per
(million hectare
hectares) Target Achievement (ke
1 2 3 4 S
Kharif
Average
1980-81 10 1989-90 32.23 24 .81 770
1990-91 29.59 27.90 27.71 936
(-3.36) (-0.¥8) (-0.39) (-3.21
1993-94 25.88 30.00 24.53 948
(-6.37) (5.26) (-19.34) (~14.38)
1994-95 P 26.01 30.33 25.12 966
(0.50) (1.10) (2.41) (1.89y
Rabi
Average
1980-81 (o 1989-90 7.54 - S.04 668
1990-91 6.73 5.40 4.99 741
(-4.81) (-3.57) (-3.29) (1.5
1993-94 7.18 6.00 6.39 890
(5.90) (4.35) (6.068) (0.73)
1994-95 P 6.83 6.17 5.84 ¥55
(-4.87) (2.83) (-8.61) (-3.92)
Taotal
(Kharif + Rabi)
Average
1980-81 10 1989-90 39.77 - 29.85 751
1990-91 36.32 33.30 32.70 900
(-3.63) (-1.33) (-5.93) (-2.39)
1993-94 33.06 36.00 30.92 935
(-3.95) (5.11) (-15.50) (-12.02)
1994.95 P 32.84 36.50 30.96 943
(-0.67) (1.39) 0. 13) (0.80)
P : Provisional.
Note . Figures in brackets are percentage variations over the previous year.

Totals may not tally due 10 rounding off.

Source : Ministry of Agriculture.
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Table 111-15 : Total Oilsceds: Arca Production and Yiceld (Season  wise)
Year Aren under PProduction Produciion Yicld

(November
October)

caltivition
(Fakh hecrares)

Tirgct
tlakh
Lontivs?

(Lunh
Latnes)

(ke Chect

- 3 4 5
Kharif
Average
1980 81 1o F1s. 14 70.59 613
1KY 90"
1090 91 140410 100.0¢) 97 .96 06N
(.90} (12.30) (1.85) (huh
1993-4.} 161,46 115 00 121.60 /A
(7.97) (15,0 (L.t G030
1994.95 P 133,01 125.00 12299 S01
(492 (8.70) e (6,381
Rahi
1980-81 o 79.21 30,21 710
19849-901
1990-91 101,08 80 0y hE R 872
(13.75) (3..16) (20.62) (608
1993.94 106.57 95 00 Y3.20 875
(3.65) (5.50) (15.33) (11.2Nh
1994 95 1" 109 .10 95,00 100 70 H2n
(2.66) (0.0 (8.05) (2.2
Total
Kharif+ Rabi
1980 81 100 194 .35 126.80 052
198990
1990-91 241.48 180.00 186.09 771
(5.91) (9.0m (V.96) (3.9
1993-94 268,03 210,00 214.80 RO |
(6.20) (10.533) (6G.83) (.28
1994-95 P 26291 22000 223.69 891
[9n 470 IR (O 171

P Provisional

" Annual average from 1980 X1 10 198G 90

Note Cligures nobrackets are percentage varihons

Source - Ministry of Agriculure.

over e ved
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Table ITI-16 : Ninec Major Oilsceds : Area , Production and Yicld

Oilseeds Arca Producuon Production Yaeld
Year (lukh targe! (hakh ch hec e
(Nov-0Oct) hectare) (lakh Lonnes)
tonnes)
1 2 3 4 N
Groundnut
(in shell)
[980-81 to 74.34 65.60 383
1989-90*
1990-91 83.09 88.50 75.15 904
(-4.60) () (-7.23) (-2.%0)
1993-94 83.79 82.00 77.60 926
(2.61) (2.50) (-9.40) (=11.70)
199495 P 80.70 83.00 85.61 1061
(-3.69) (1.22) (10.32) (14,53
Rapesced/
Mustard
1980-81 1o 42.32 29.82 705
1989-90*
199091 57.82 44 .00 52.29 904
(16.41) (-) (26.76) (8.78)
1993-94 62.96 57.00 53,89 856
(1.66) (1.79) (12.20) (10.37)
1994.95 65.86 57.00 62.89 055
(4.601) (0.00) (16.70) (11.56)
Soyabean
1980-81 (0 13.9% - 9.03 646
1989-90*
1990 91 25.64 18.00 26.02 1015
(13.80) (-) 4410 (26.72)
[993.04 42.48 31.00 46.26 1089
(12.11) (29.17) (36.58) (21.82)
199495 p 40.10 40.00 36.72 gle
(-5.601) (29.03) (-20.062) (-1591)
Sunflower sced
1980-81 to 811 - 3.53 438
1989-90+
1990-91 16.33 6.30 8.73 338
(37.00) () (38.35) (1.13)
1993-94 2677 14.00 13,96 521
(28.39) (75.00) (18.10) (-8.01)
1994-95 P 19.85 14.00 12.70 640
(-25.85) (0.0 (-9.03) (22 69)

Cantd
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Table HI-16 : Nine Major Qilsceds @ Area , Production and Yield (Concld.)
Oilsecds Ared Producuon Production Y i
Year (lakh trget thakh [
(Nov-0Oct) hectare) (lakh tonnes)
Lonnes)
! 2 3 J .
Sesamum
JYSO-K] 1o 22,9/ S 62 !
1989-90 ¢
199091 25.16 5.70 8.35 332
(5.41) (-) (12.08) (641
1993.94 21.97 9.00 5.71 2an)
(3.19 (28.57) (-24.67) (~27.00)
1994-95 p 23.87 9.00 8.26 340
(R.65) (0.00) {44.66) (3314
Castorsced
19%0-81 1o 5.96 - 3.40 570
[9R9.9()*
1990.91 8.10 5.50 7.16 RN
(15.38) (-) (38.49) (2011
1993-94 6.88 7.00 6.43 03s
(4.40) (16.67) (3.21) (1.5
1994.95 p 7.88 7.00 8.54 1084
(14.53) (0.00) (32.81) (15 96)
Safflowerseed
1980-81 10 8.51 4.27 502
1989.90*
1990-91 8.23 5.50 3.20 KLY
(-2.26) (-) (-34.29) (=327
1992-94 7.97 4.00 5.85 734
(8.58) (0.00) (6K8.10) (54.8)
1994-95 p 7.73 4.00 4.23 547
(-3.01) (0.00) (~-27.69) (2545
Linsced
1980-81 to 13.84 - 3.89 281
1989.90*
1990-91 10.99 4.50 332 3
(-2.22) (-) (1.84) [ENEN
1993.94 9.40 4.00 3.32 353
(5.03) (33.33) (19.42) (1371
1994.95 P 10.98 4.00 2.82 257
(16.81) (0 00) (-15.06) (-27.28)
Nigerseed
1980-81 1o 5.98 - 1.62 271
1989-901¢
1990-91 6.11 2.00 .86 304
(-1.77) (~) (~0.54) (1.67)
1993-94 5.82 2.00 1.77 304
(-0.51) (0.00) (9.26) (H.82)
1994.95 P 5.94 2.00 1.92 323
(2.06) (0.0 (8.47) (6.28)

P Provisional

* 0 Annual averages [rom 1980-81 1o 1989-90.
Figures in brackets are percentage variation .

Source - Ministry of Agriculture, Government ol India.
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Table 111-17 : Cotton (Lint) : Arca, Production and Yield
Year Area under Target Production Yicld
(September-August) Cultivation (million bales (million bales (kg/hectare)
(million hect.) of 170 kgs. each) of 170 kgs. each)
1 2 3 4 5
1980-81 10 7.48 ¥.7% 7.95 181
1989-90*
1990-91 7.44 11.50 9.84 225
(-3.25) (-13.84) (-10.71)
1993-94 7.34 12.50 10.71 248
(-2.65) (-6.05) (-3.50)
1994-95 7.93 12.50 11.76 252
(+8.04) (+9.80) (+1.61)
* o Annual average from 1980-81 10 1989-90.
Note - Figures in brackets are percentage variation over the year.

Annual data are not strictly comparable due 10 changes in coverage and method of estimation.

Source @ Ministry of Agriculture.

Table I11-18 : Supply-Demand Position of Cotton (CAB’s Estimates)

(Million bales of 170 kgs. each)

(September-August)

1992-93 1993-94 1994-95
| 2 3 4
I. Supply (1+2+3) 16.90 15.47 [5.83
(16.87) (-8.40) (2.33)
1. Opening Stock 3.28 3.02 2.3%
(45.13) (-7.93) (=21.19)
2. Crop 13.50 1215 13.00
(13.45) (-10.00) (7.00)
3. Imports 0.12 0.30 0.45
(-60.00) (150.00) (50.00)
II. Demand (7+8) 13.88 13.09 13.20
(24.04) (-5.69) (0.84)
4. Mill Consumption 11.28 11.40 11.60
(9.41) (1.06) (1.75)
5. Small Spinners” Consumption 0.42 0.50 0.53
-) (19.05) (6.00)
6. Ex-tactory Consumption@ 0.80 0.80 0.95
(-) (=) (18.75)
7. Total Domestic Consumption 12.50 12.70 13.08
(4+5+6) (12.51) (1.60) (2.99)
8. Exports 1.38 0.39 0.12
(1625.00) (-71.74) (-69.23)
I11. Closing Stock (I-I) 3.02 2.38 2.63
(-7.93) (-21.19) (10.50)
Note : Figures in brackels are percentage variations.
@ : Including Ambar Charkha, Dressing Factlories & Waste Spinning Units.

Source . Cotton Advisory Board
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Table 1HI- 19 : Raw Jute and Mesta ¢ Arca,Production and Yield
Year Area under Production Production Yield
(July-June) Cutuvation Target (million bales (kg . /hectare)
{million hect) (million bales of 180 kg.cach)

of 180 kg.each)

1 2 3 4 S

1980 81 10

1989 90O+ 10 R.34 1365

1990 91 1.02 9.10 9.23 1629
(12.09) (11.34) (-0.67)

1993.94 0.89 4.30 8.4% I715
(4.3 (-1.28) (3.16)

199495 (.94 9.30 9.31 1783
(5.28%) (9.79 (3 95)

* o Annual average from 1980-81 10 1989.90
Note : Figures in brackets are percentage variations over the year.
Source : Ministry of Agriculture.

TABLE I11-20 : Supply-Demand Position Of Raw Jute and Mesta

(Million bales of 180 kgs. cach)

ltems 1992-93 1993-94 1994-95
| 2 3 4
I. Supply (1+2+3) 11.97 10.88 10.70
(-0.58) (-9.11) (-1.65)

1. Opening Stock* 2.83 2.20 . .45
(66.47) (-22.26)° (-34.09)

2. Crop 8.99 8.48 3.90
(-12.63) (~5.67) (4.95)

3. Imiports 0.15 0.20 0.35
(200.00) (33.33) (75.00)

. Demand (6+7) 8.54 8.78 8.60
(7.29) (2.81) ¢ 2.05)

4. Mill consumption 7.94 8.28% %.00
(6.72) (4.28) (-3.38)

5. Other Domestic ().5g 0.50 0.60
Consumption (0.00 (0.00) (20.00)

6. Total Domestic 8.44 8.78 8.60
consumption (4+43) (6.34) (4.03) (-2.0%)

7. Lxports 010 Neg. Neg
(400.00) (-) ()

1L, Closing Stock (I-I1) 3.43 2.10 2.10
(1593 (-3%.78) (0.00)

I Estimated

* 1 Opening stock figures fur all the years are taken according 1o the latest balance sheet issued by the Office of the Jute Commissioner.

Nore o Figures in brackets are percemtage variations over the previous year.
Source o Jute Commissioner’s Office.
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Table III - 21 : Sugarcanc - Area, Production and Yicld

Yo Area under Target Production Yicld
(October-September) Cultivation (million (million pet hectare
(million hect.) tonnes) tonnes) (000 Kys.

2 3 4 S

1980 St e

1 USG90 3.13 - 185.66 59.32
1990 91 3.69 220.00 241.05 65.40
(7.22) (0.00) (6.86) {-0.32)
1993 9.4 3.39 250.00 227.06 66.9%
(-5.04) (2.88) (-0.43) (4.86)
199495 P 3.81 250.00 259.95 08,21
(12.42) (0.00) (14.48) (1. R3)
b Annaal average from 1980-81 1o 1989-90.
P Provisional
Note » Figures in brackets are percentage variations over the year.
Sonrce 1 Ministry of Agriculwure.
Table 111-22: Tea - Arca,Production and Yicld
Year Area under Production Production Yield
(Junuary-December) Cultivation Target (million kg) (kg./hectare)
(takh hect.) (million kg)
l 2 3 4 5
1980 10 4.01 - 634.20 1582
1989 *
1990 4.17 720.00 720.34 1727
1993 4.22 750.00 758.06 1796
(0.48) (3.51) (3.02)
{594 4.24 770.00 743.78 1754
(0.47) (-1.88) (-2.35)

* : Annual average from 1980 to 1989.
Note : Figures in brackets are percentage variations over the year.
Source  : Ministry ol Agriculture.
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Tabie 111~ 23: Coffee - Area, Production and Yield
Year Area undet Targel Producton Yield

Cultivation tmillion

(muhion

(ky.hectareran

(Oetoaber-Sepiembe ) (lakh heot ) kps) Kgs.)
! 3 1 3
IRV S ST AIRLE [RITRYR HI%
[DESISIE
IREDECH 271 17300 176000 i)
FOn3-01 NOA 21200 208 001
(41.3 %) (28.79)
ey 95 NOA 190,00 1801041
10,38 (-13.41)
o Esnmated.
CoaAnnual average from TOSO-RT G TYRGI0G
@ - Based on bearing areas only.
Nore Freures i brackets are percentage variatons over the year. Annual rate are not sirictly comparable due 1o chianges o
coverage and methods ol estinaton,
Sowrce Coftec Board
Table 111- 24 : Tobacco - Area,Production & Yield
Year Area Production Yiehd
(lakh tmillion (kg /hectare)
liectares) kys.)
i N 3 ]
i 117 137 T P
; L SN RN
ERRT it 78) [
o9 3-54 . S0d X [
P uds (-4 6d) Yo
PG g 4o BRIV
DN ol i
Py i

Tt ad davierayl drorn TURGERE Ly [9RTLWE

Vear i

Soietee

Brouren o Dran hCs are peruenge vl

lobacco Board

Lol i whoa
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Table 1H-25 : Arca Under High Yiclding Varieties (HYV)
(Million Hectare)

1991-92 194293 1993 94 199495
Crop e — - — e (Targen
Arca Arca under Area Arca under Ared Area under
Under HYV us Under HYV uas Jnder HYV as
HYV  percentage of HYV  percentage of HYV  percentage of
total total total
cropped area cropped area cropped area
{ 2 3 1 s 6 7 8
Paddy 27.20 63.77 28.25 67.62 28.71 68.29 3100
(-1.27) (3.80) (1.63)
Wheat 21.41 92.05 2215 90.08 22.06 8R.56 23.00
(1.8 (3.46) (-0.41
Fow:u 7.67 6200 6.0 53.22 4.95 3843 9.00
(14.48) (-9.52) (-28.67)
Bujra 6.06 60.42 S.64 53.11 S 12 53.73 6.90
(17.90) (-6.93) (-9.22)
Muaize 2.85 48.63 258 42.79 2.64 44.07 350
(10.47) (~10.33) (3.53)
Toual 65.19 69 23 65 .53 68,27 63 .48 66 S8 T340
(3.48) (0.52) (-3.13)
Noie Figures in brackets are percentage varttions over the previous year.

Source

Ministry of Agriculinre.

Table TH-26 : Fertiliser Consumption
(Million Tonnes)

Year Nitrogenons Phosphatic Potassic Touwl

(April- March) (N) P (K) (N+P 1K)

i. )l 3 4 h
TORO-81 1o

1989 .90* 5.0 2.0 0.9 8.4

1991-92 8.0 33 |4 127

() (3.13) (=) (0.749)

1992-93 N R 0.9 122

(5.00) (-12.12) (-35.71) (-3.94)

1993.94 Y1) 2.9 1.0 128

(714 (0.0Mm (. (4.92)

1994-95 P H.9 3 1.1 14.1

(10 00) (0.9 (10.00) (10,16

P o Provisional
o Annual Average from 1980 81 to 1989-90).

Note
Source

Figures in brackets represents percentage variations over the previous year.
LZconomic Survey, Government ol India
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Table 1H-27: Trends in Consumption of Scleeted Agricultural Inpats

liems Uinn [ox0 S 1990 9] 1991 92 (99293 1995 9 1OUg U
Pt
i N N . 5 G i N

A Producton/distribution of seeds

v Production ol breeder seeds Thousand guintal 527 3389 3390 3398 i6.N2 EREY
1 Foundatton seed produchion Lakh gquinial vas S 104 406 EN
i) Producuon of certitied secds Lakh quinta 21 R0
vy Distribution of cerulieds Fakh guintat 25 S7.10 5750 SK.N0 61,00 065,00

qritlity seeds

3. Consumption of Pesticides Thousand Tonnes 43,00 X200 700 75 00
(Techmcal Grade Muterial)

A Anticipated.
@ Estimased.
o Not available
Source o Ministry of Agriculture, Directorare of Leonomics & Sttisues, Governnent ot India

Table 1-28: Development of Trrigation Potential

(Million hectaresy

frem Ultimate Created upto Additional  Achievement Cunrulative Anticipuaied laraels
VI Plan Achievement during  Achicvement Additional Additienal
fO8s 90 during  Annual Plan upto end of - Achievement 1991 495

Anpual Plan 1992-93 1992 Y3 durtng

(1990 U2} 1903 04
i 2 3 4 B O 7 b
A Major and medivm 58.50 2092 (182 0.39 31,13 065 0n.72

mrgatron

3. Minor nrigation 55.00 46.60 375 1.53 S8R P30 208
0 Surtace water 15 00 10.60 048 016 11,54 (AN 021
by Ground water 30,00 3570 .27 i.37 4034 12 1.8
Total (A+B) 113.50 76.52 4.37 1.92 83.01 204 2.77

Source - Mintsiry ol Water Resonrees, Government ot India
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Table HHI-29 : Finuancial Outlays on Major, Medium and Minor

- lrrigation

(Rs, Crores

liem VII Plan 199092 1992-93 1993.94 19494-98

(1985-90) tAnticipated) (Outlayy

| 2 1\ 4 § [§}

A. Major aud Medium 11107.29 545915 3047.32 3369.04 428525
Irngation

B. Minor brrigation 6179.35 3030.07 180659 1845.25 233917

i) Government Sector 3118.35 168().48 991 .59 969 .25 141317

iy Instituttonal Sector 3061 00 1349 59 ®12.00 ®76.00 1125 90

Total (A+B) 17286.64 8489.22 4853.91 5214.89 6824.42

* .

Source

This includes the State Sector expenditure incurred by the Swte of

Development Programme.

Ministry of Water Resources, Government of India

Table 111-30 : Achievements under Command Area Developemen

t Programme

Punjab which is nou sponsered Scheme ol Command Area

(Million Hectare)

VII Plan Cumulative 1994.95 Target

(1985-86 - 1Y89-90)) Achivement for VIl

ftem - - 1l [Five Year

Tarpet Achivement 1993-94 (Targen) Plan

1 2 A 4 hl 8]

. Coustruction of 4.99 37 1 o6 .37 1.53
Field Channels

2. Land Levelling (.81 0.38 7.30 b0l 350

3. Warabandi 6.19 3.74 20 0.08 0.40

4. Fietd Drains a.15 .42 0.70 0l 0.2

Source

Ministry of Water Resources, Governmeni ol Tndia,
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INDUSTRIAL PRODUCTION*

Industrial Performance During 1994-95

Strong signs of recovery in indusirial
production were seen beginning with the second
quarter of 1993-94 ftor the first time since the
reform measures were launched in mid-1991].
This was followed by a sharp turnaround in
industrial production in 1994-95, the increase
being 8.6 per cent as against 6.0 per cent in
1993-94 (Table 1V-1 and Graph). While all the
three sectors, viz., mining and quarrying,
manufacturing and electricity recorded high
growth rates , it is the manufacturing sector with
a growth rate of 9.0 per cent (6.1 per cent in
1993-94) which contributed the most to strong
industrial performance. This was rendered

possible by a number of measures which
mcluded, rmter alia, delicencing ot most drues
and pharmuaceutical products, exrension ot
MODVAT 1o capitil goods and petroleum
products, overhaul of excise tax struciure.
further rattonalisation and reduction of customs
duties to mmpart cost advantages, derevaiation
ol bank fending rates and opening up of basic
mirastructure services to private participation
including foreign investments.

The private corporate bodies in India have
been restructuring their operations in order to
face competition, and minimise costs so as o
reap large profits in future. Besides, they have
been adopting mergers/amalgamations, acqui-

Graph V-1

Quarterly Growth based on Descasonalised

1991
DR

1 Quarterly Growth

* This Chapter iy based on information/dat available
upto November, 1995

TOR) 4

'

General Index (Base 1980-81=100)

105
14l

Trend e
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sitions, market segmentation and foreign tie-ups
as the major planks of their strategy to improve
their share in the market. In particular, mergers
have hecome a critical route for private
companices for instant consolidation of their
position by achieving economies of scale,
hackward and forward linkages and for
capturing marketing and distribution outlets in
order to enhance not only their domestic market
share but also exports. Many firms have
undertaken massive expansion plans with
mergers with other Indian firms and at times
with fereign collaborations in order to brace up
to competition from multinationals. During the
year 1994-95. as many as 467 cascs of proposed
amalgamations were reported as against 137 in
1993-94.

Use-Based Classifivation

Both the Basic and Intermediate goods
segments seem to have suftered, recording rates
of growth of 3.8 per cent and 3.9 per cent,
respectively in 1994-95 after achieving high
rates of growth of 9.4 per cent and 11.7 per
cent in 1993-94 (Table 1V-1A). The relatively
unimpressive performance of the Basic
Industries group (consisting of a weight ot 39.42
per cent) scemed to be mostly on account of a
decline of basic metal segment (weight 9.8 per
cent). The reduction of tarift on basic metals
for the benefit of downstream industries (using
these metals as their input), which meant cheaper
imports, had hurt this industry segment.

On the other hand, the recovery of capital
goods sector (weight 16.43 per cent) and
consumer non-durables (weight 21.10 per cent)
was impressive. The capital goods sector
registercd 25.0 per cent growth during the year
as against a negative growth of 4.1 per cent.
The consumer non-durables production
increased by 8.2 per cent as compared o 1.4
per cent in the previous year. The reasonably
good performance of consumer non-durables
reflects robust demand arising from good output
serformance, especially in agriculture and

services sector. Consumer durables segment,
however, showed deceleration, at 9.8 per cent
in 1994-95 from 16.1 per cent in 1993-94.

Manufacturing sector

Disaggregated analysts of manufacturing
sector at two-digit level identifies the following
groups of industries as main contributors o
acceleration of growth in the manufacturing
sector: electrical machinery (32.4 per cent),
metal products (18.2 per cent), paper and paper
products (14.5 per cent), food and food products
(13.6 per cent), transport equipment (13.2 per
cent), chemicals and chemical products (10.0
per cent), machinery and machine tools (9.7 per
cent) (Table 1V-1B). Industries like tood and
food products, textile products, non-metallic
mineral products and chemicals and chemical
products could perform better maintaining their
competitiveness despite lower import tariffs and
greater accessibility to imports through OGL
mainly because of the competitive cost
advantages. Some of the capital goods
imdustries, such as, electrical machinery and
transport cquipment could register better
performance on account of policy initiatives,
such as, MODVAT extension and imposition
of countervailing dutics on par with domestic
excise duties. The two groups with decelerated
rates of growth are wood and wood products,
leather and fur products at 1.8 per cent and 3.4
per cent, respectively, as against 4.6 per cent
and 8.8 per cent in 1993-94. Among the groups
that showed negative growth rates, basic metals
and allied products and cotton textiles are of
real concern as they account for 22.11 per cent
ol weight iy HP. Basic metals and allied products
declined by I'l.7 per cent as against the
phenomenal increase of 33.1 per cent in 1993-
94. Cotton textiles declined by 2.9 per cent as
against an increase of 6.9 per cent in the
previous year. Similarly, jute, hemp and mesta
textiles declined by 10.5 per cent as against 18.7
per cent increase in the previous ycar.
Beverages, tobacco and tobacco products which
had performed better in the previous year by
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registering an increase ot 21.3 per cent dechned
by 2.5 per cent during 1994-95.

Infrastructure Industries

The performance of infrastructure indusiries
was quite encouraging during 1994-95 with therr
composite index (weight 2877 per cent i I
showing higher growth of 8.1 per cent than 5.5
per cent achieved in 1993-94 (Table IV-10).
Almost all the segments other than coal had
registered ngher growth rates. Electricity sector
has been performing consistently well tor the
Jast three years: in 1994-95 it grew by 8.5 per
cent on top of 7.4 per cent increase in the
preceding year. The output growth of coal at
3.2 per cent in 1994-95 was marginally fower
than that of 3.3 per cent in 1993-94. Production
of crude oil staged a strong recovery by

Box V-]

registering a rise of 19.2 per cent in 1994-95 s
against 0.3 per cent in the previous year. An
output increase of 3.9 per cent (1.5 per cent in
1993-94) was recorded in the case ol petroleum
refinery products. The cement output went up
by 7.6 per cent in 1994-95 ax agamst 7 1 per
cent m 1993-94

Infrastructure Services

Realising the need for according specil
attention to nuproving India’s infrastructure
power. roads. peris, atrports and (ele
communications- for achieving higher and
sustained rates ol growth of output. the
Government has taken several policy mmtatives,
especially to encourage entry of private sector
in the field ol infrastructure and utihiues (See
also Box IV-1 on Infrastructure Financings.

Infrastructure Financing

Traditionally, the supply of mtrastructure has been the responstbility of povernments. However, because
of burgeoning fiscal deficits and other priority arcas, many countries now have dithicaltics i allocanmny
adequate resources for the development of infrastructure. Further, the performance of the public sector in
implementing and operating infrastructure projects has not been fully satisfiuctory in many countries,
particularly deveioping ones. Hence. the involvement of the private sector 1 providing infrasiructure

services has become imperative.

Innovative and diverse financing (echniques are being employed o support an accelerating transition from
public to private sector risk bearing in infrastructure provision. Mechanisms for financing specitic stand-
alone projects are contributing to the learning process as governments shift from being infrastruacture
providers to becoming facilitators, and as private entrepreneurs take o more direct role. Given the high

risk profile and lumpiness of infrastructure projects, hasically there are two approaches for financing
infrastructure, viz., (i) Concession Approach, and (i Structured Financing Option.

(i) In the Concession Approach, the concessionaire buitds the project and a8 granted a franchise period
during which the costs alongwith returns can be recovered. This approach has, of Taie. developed into

various modes, such as follows:

() Build, Operate and Transfer (BOT) - Under o BOT scheme, ownership of the physieal assets vests w 1th

the Government while the franchisee pays for and mamiams them and retams the right to have the operatime
revenues durmg the concession period. Projects suitable tor using the BOT mode generally have regular
and reliable cash flows and a long cconomic lite. Projects m sectors like power, toll roads, ports, fele
communications, water supply, airport, ¢te. are suitable tor BOT schemes. In India the BOT mode las
been popularly used for construction, financing and maintenance of ol roads. Ram-Pubampuor styeteh in
Madhya Pradesh was the first such road project under BOT, planned. designed and exceunted by the
Infrastructure Leasing and Financial Services of India Lud. ( [1.&TS).
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Box IV-1 (Conid.)

(b)) Build, Operate, Lease and Transfer (BOLT)Y - Under BOLT scheme the private sector invests in the
mlrastructure projects and leases them out to the government on fixed rental. Tax benefits and lucrative
mternal rate of return make these projects attractive w the private sector. In India Rs, 5,000 crore worth ol
projects have been thrown open to the private sector under BOLT. “Own Your Wagon™ scheme is o
variaut of BOLT currently in operation in the Indian Ratlways under which a set of wagons are purchased
by the privace partics and leased to the Railways on fixed rental of about 16 per cent. The scheme not only
helps tn increasing production oF wagony but also iiproves freight wirifts fof the railways.

(¢) Build, Own, Operate and Transfer (BOOT) - Under BOOT which is a variant of BOT, the physical
assel remains with the franchisce till the end of the franchise period.

(d)y Build, Own, and Operate (BOO) - Under BOQO, the franchise period is open-ended.

(e) Build, Own, Operate and Sell (BOOS) - Under BOOS, the infrastructure is bought by the government
after the end of the franchise period.

(i1) Strucrured Financing Option is non-recourse project-specific financing. SFO involves securing a debt
instrument by cash flows of the collateral value of the specified asset financed by the debt instrument. The
financing by diverse sources ensures adequate finance at an optimal cost and also ¢njoys the stake of asset
holders for smooth execution and operation of infrastructure facility. The claims of debt-holders would be
limited to the underlying assets. SFO involves setting up special purpose vehicle (SPV) which integrates
various involved parties, raises debt by issuing debt instruments and services the debt from project related
cash flows only . Panvel By-Pass is the first example of SFO in India involving IL&FS, Hume Industries
of Malaysia, Union Ministry of Surface Transport and Maharashtra Government.

Asset Backed Securitisation (ABS) is a variant of SFOQ which involves conversion of loans or receivables
into negotiable instruments. In India ABS is mainly limited to auto-loan receivables and property receiva-
bles but is expected to become relevant to infrastructure sector in fulure.

Financial Guaranty (FFG) or "Bond Insurance’ is an innovation in the financial structuring and credit
enhancement. Under this, an FG company {ends its high credit rating to a debt instrument used for tinancing
infrastructure by guaranteeing principal and interest in return for a premium. This ensures multiple benefis
to the SPV like lower interest cost. casier marketability due to high safety, etc. FG is not being used in
India as yet but with further financial liberalisation, FG is expected to play a prominent role in enhancing
credit for infrastructure financing.

With massive requirements of funds tor the infrasrcture sectors like, power, transport and communications
in the coming years, financing of infrastructure 18 going 1o be a crucial issue.

Sources 1 1. World Development Report, 1994, World Bank, Oxford University Press.

-~

. Papers presented at the Seminar on Private Sector Investment in Infrastructure organised by
SCICI Limited at Mumbai on August 19, 1994,

3. Papers presented at the Seminar on Infrastructure Financing organised by the Credit Rating
Information Services of India Limited at New Delhi on September 22,1995.

4. Papers presented at the Conference on Multimodal Transport for Economic Development,
organised by SCICI Lid. in Mumbai on March 24, 1995.

5.Gomez-lbanez, J.A and J.R. Meyer (1993) : “Going Private - The International Experience
with Transport Privatisation™, The Brookings Institution, Washington, D.C.
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Telecommunications

Wil oonetwork capacity of 98 Takh tes by
March (995, thie Indian telecompmunication s

poised for erant leaps to meet the challenges of

the growing coonomy. During 1904 95 ihe new
switching capacity of 8.5 lakl fipes wans added
which was higher by 27 per cemn than that
recorded nythe nreceding vear Corresponidime
lv. the new telephone connections recorded a
sharp increase ot 52.0 per cent, though this may
entail a shortlall from the targer by 3 8 per cent
Rural arcas in particular were benetitted by this
development. The target for new connections
during 1995-96 has been fixed at 8.9 Lakh lines.
During April-August 1995-96, 1.8 lakh lines

have been provided, representing a growth of
41 per cent over the corresponding period ol

the previous year.

In order to meet the target of “telephone on
demand™ by the end of the Eighth Plan period,
provision of phone connections to every village
by 1997, installation of one public call office

(PCOy per 500 persons, operattonalisation ot

all iternational value-added services in India
by 1997 and provision of exports of telephone
cquipments have been given emphasis.
Accordingly, the government has inttiated a
number of policy reform measures with the
announcement of National Telecom Policy in
May 1994, A distinctive feature of this policy
is the mtroduction of competition in basic
telecom services for which the necessary
suidelines have been issued. Cowmpanies are

required to operate within the framework of

agreed taritt and revenue sharing arrangements
and to matntain a balance between arbun and
rural coverage of their services. In case ot a
joint venture company, foreign equity
participation upto 49 per cent is permitied. The
Government has also decided to set up an
autonomous body, called the Telecom Regulator
Authority of India, to oversee operational
functions.

PRODUCTION V.5

Rodids

During the fast four decades, road transport,
as a hasic infrastructure, has rapidiy improved.
The total yoad net-work in the country mcereased
from 04 milthion Kms, in 19805t o0 2 04
niditon Kms, at the end of 1991-92 The rate of
increase 1 road network which was 5.8 per cent
Hthe sixties cane down o 2.9 per ceni i the
eighties und further to 1.2 per cent in 1991-92,
Road tratfic which accounts for 80 per cent of
the passenger traffic and 60 per cent ot goods
traffic s estimated to account for 87 per cent
and 65 per cent, respectively, by the year 2000
AD.

Presently, the road system suffers from
deficiencies, such as, inadequate capacity, poor
riding quality, lack of way-side amenities and
weak road safety measures, ete. huprovement
and upgradation of road system will require a
large amount of resources. In order to meet this
problem, a number of innovative approaches are
needed including private sector participation into
the sector . The Government has, accordingly,
taken a number of measures in this regard (Box
IV-2).

Raihwvays

The Indian Railways enjoy an extensive
route kilometer of over 63,000 Kms. The present
freight carrying capacity of the Railways s fully
committed to carrying products of core sectors,
such as. coal, toodgrains. POL., fertilizers. cic.
However. during 1994-95, freight traftic fell
shori ol the targer by 3.8 per cent and recorded
atow growth rate of 1.9 per cent compared with
2.5 per cent during 1993-94,

During 1994-95, Konkan raitway was
maugurated for passenger trattic. Further. the
full streweh of 16.45 Kms. Calcutta Metro was
opened to traffic. The Ministry of Railways has
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Box V-2

Reforms in Roadways

National Highways Act, 1956 is being amended to enable levy of a fee/toll on national highways, bridges
and tunnels. Road sector has been declared an industry to facilitate borrowing on casy terms and 10 permit
floatation of bonds. MRTP provisions were relaxed to enable large firms to enter into highway sector. A
five-year tax holiday any time during the first 12 years of the operation has been provided. Customs
duties on construction equipments have been slashied from 65 per cent to 25 per cent. The cost of land
acquisttion, removal of utilities and preparation of feasibility reports are to be borne by the government.
Financial institutions are allowed 40 per cent tax deduction on income derived from funding of such
projects. Private operators have been allowed to develop related facilitics like restaurants, hotels, fuel
stations and shopping malls en route. Private operators are also allowed to direct traffic on such roads.
Encroachments on such highways are made an otfence and punishable under law.

identitied export of rolling stock as one of the
thrust arcas and decided to enter the international
market for export of both new and second hand
rolling stock through more aggresive marketing.
In addition, the Railways have in recent years
devised new market strategies in order to attract
freight tratfic now going by road. The Railways
are hoping to market their services through the
Container Corporation of India (CONCOR), a
public sector undertaking. CONCOR provides
door-to-door services for domestic users,
transportation in bulk for small customers and
international transport in International Standard
Organization (ISO) containers.

Ports

With |l major ports and 139 minor ports
along a coastline of 5560 Kms. Indian ports
handled considerable amount of cargo. Cargo
handling of 1972 lakh tonnes in 1994-95, was
higher by 10 per cent than those in the previous
year and exceeded the target of 1810 lakh
tonnes. During 1995-96, the target is fixed al
2020 lakh tones of cargo handling at ports. It is
estimated that the aggregate cupacity of ports
would go up to touch 2370 lakh tonnes in 1996-
97. In order to increase the cargo handling
capacity of ports and reclaim the defunct ones,
the Government of India has been encouraging
private participation in the areas of construction,
operation and maintenance of container
terminals, cargo handling terminals, dredging

to maintain and improve drafts, creating
warchousing and storage tacilities and ship
repairing and transportation within ports
Further, the relaxation of Cabotage law,
enactment of the Multimodal Transportation of
Goods Act, 1993, berth reservation facilities in
ports, leasing of berths to private entreprencurs,
leasing of land and water front for setting up
ship repair facilitics, creation of storage
facilities, privatisation of dry docks and
liberalisation of licensing procedures to enable
more entrepreneurs to participate in stevedoring
activities in ports are some of the measures
which have been introduced to encourage private
sector participation in ports.

Civil Aviation

Domestic and passenger air traffic have
made rapid strides over the year. The Indian
Airlines and Air India carried almost 91.6 lakh
passengers in 1994. The last two years witnessed
certain important policy initiatives by the
Government to accelerate the development of
civil aviation in the country. An open sky policy
has been introduced. The Air Corporation Act,
1953 was repcaled on March 1, 1994 ending
the monopoly of the Indian Airlines, Air India
and Vayudoot over scheduled air transport
services. Private operators have been permitted
to cater to the traffic needs of the country.
Emphasis has been placed on improving
passenger facilities both on board and on
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ground. on time pertormance. flighs wafeiy
measures and &lso on increased cimplovee
participation to provide better services. The
Atrport infrastracture, however, demands heavy
investments. large expenditure on surfscing.
replacements and renewals. Keeping in vars the
resource constraints, domestic and toreivn
investors including NRIs have been invited 1o
participate an dhe development of new

iternattonai aarports and expansion of

infrastructural stpport. Ausome airports, ground
handling is being privatised in a bid to decongest
airports and nerease aireratt wrnaround time

Industrial Performance during 1995-%6

The sustained performance of industrial
sector is further contirmed by the robust growih
ol general index by 12.9 per cent in April-June
1995-96 as compared 1o a 8.4 per cent in the
corresponding period of 1994-95 (Table IV-1)
All the three secrors, viz., Minuwg,
Manuiacturing and Electricity recorded high
output growth of 5.3 per cent, 12.6 per cent
and 12.5 per cent respectively in the first quarter
of 1995-96 as compared with 1.4 per cent, 9.8
per cent and 6.9 per cent in the corresponding
period of 1994-95. The growth of manufacturing
sector was mostly contributed by Food and food
products, Electrical machinery, Metal Products,
Chemicals and Chemical products, Paper and
paper products and Transport equipment.
According 1o the use-based classiticaton, apart
from the commendable performance of capital
soods sector at 18.4 per cent, the consunie
goods (both durable and non-durable) and baste
goods industries had accelerated growth of 152
per cent and 125 per cent, respectively,
April-June 1995-96 (Table TV-1A).

The performance of infrastructure mdusries
15 cqually encouraging with the composite index
of infrastructure accelerating to 10,7 per com
in April-September 1995-96 as compared o 6.5
per cent growth rate during the compacahic
period of 1994-95 (Table IV-1C) AL e s
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Small-Scale Scctor

The Small-Scale Sector now accounts for
40 per cent of total industrial output of the
economy and tts exports form about 35 per cent
of India’s exporrs. During 1994-95, there were
25.71 lakh SSI units (23.84 lakh units in 1993-
94) employing 146.56 lakh persons (139.38 lakh
persons in 1993-94) and producing a variety of
about 7500 products (including 836 reserved
items). In 1994-95, SSI output ( at Rs.[,99,029
crore) grew by 9.9 per cent at 1990-91 prices
(21.3 per cent at current prices ) as against 7. |
per cent in the previous year (Table 1V-4).
Within the Small-Scale Sector, the output of
Village and Small Industries grew by 7.5 per
cent which is driven largely by a sharp rise in
export demand for them.

The small-scale sector received special
attention in the Budget 1995-96 in that the policy
stance showed a shift from protection and
concessions to greater self-support, built up by
liberal institutional assistance, especially for
modernisation and technolbgical upgradation.
The Budget also enhanced the eligibility limit
tor availing of concessional rates of excise duty
under the General Small Scale Industry
Exemption Scheme from a turnover of Rs.2
crore to Rs.3 crore to prevent fragmentation of
production capacity in small-scale sector. New
and innovative projects set up by small-scale
enterprises would also benefit from tax
excemption granted to venture capital funds/
companies. Initiatives have also been taken to
enable the sector to become more cost and
quality conscious, competitive and self-
propelling to align itself to the process of
globalisation. For improving the flow of credit
to SSI sector, a seven-point credit plan has been
prepared and all banks have been instructed by
the RBI to take appropriate action for its
effective implementation. It is proposed to set
up a Technology Development and
Modernisation Fund with an initial corpus of

Rs.200 crore. SIDBI would provide direct
assistance from this fund to export-oriented
small-scale ndusiries to modernise their
production facilities and adopt improved and
updated technology so as o strengthen their
export capabilities. The scope of the National
Equity Fund (NEIY) Scheme operated by SIDBI
has also been enlarged so as to extend the
benetits to larger sections of small-scale and tiny
industries. The assistance could henceforth be
available to cover expansion, modernisation,
technology upgradation and diversification to
any new project in tiny and small-scale sectors
irrespective of their location.

Industrial Sickness

Industrial sickness continued to be a matter
of concern during the year under review.
According to the latest data on industrial
sickness avaitable up to end-March 1994, the
ouatstanding bank credit against sick/wcak
industrial units increased from Rs. 13,134 .44
crore as at end-March 1993 10 Rs.13,695.74
crore as at end-March 1994, consrituting 17.0
per cent of the total outstanding bank credit o
‘Industry” at end-March 1994 (16.7 per cent in
March 1993). OF the total bank credin
outstanding against sick/weak units in the
country as at end - March 1994, 2,56,452 small-
scale sick units accounted for 26.9 per cent and
2,500 non-SSI sick/weak units (1 per cent ol
the total sick units) accounted for the remaining
73.1 per cent.

Among the causes of industrial sickness in
non-SSI sick/weak units, internal factors, such
as, shortcomings in project appraisal and
deficiencies in project management, were
reported in 55 per cent of the cases and external
factors like non-availability of raw materials,
power shortage, transport bottlenccks,
marketing, fall in demand, ctc., which are
beyond the control of the promoters/managers,
were identified in respect ol the remaining 45
per cent of such units.
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Non-8SST sick wnits

The number of noe-SS1sick units, according
10 the revised detinition under the Sick Industrial
Companies (Special Provisions) Act, 1985,
increased [rom 867 as at end-March 1993 (o
LU0 as at end - March 1994, The outstanding
hank credit to these units rose from Rs.7 90 .38
crore an 992 9% 1o Rs.8UES51.52 crore in
1993-94 (Statement 25, Vol [h.

Region-wise, the Western Region had the
largest nuimber of non-SSI sick units at 632,
which accounted for 331 per cent of the non-
SSI sick units and 33.3 per cent of the 10tal
outstanding bank credit as at end-March 1994.
As regards State-wise position, the largest
number continues to be in Maharashtra tollowed
by Wesi Bengal . Andhra Pradesh. Gujarat, Uttar
Pradesh and Tamil Nadu. These six States
together accounted for 67.5 per cent of the total
number ot non-SSI sick units and 71.8 per cent
of the wotal bank credit outstanding against them
as at end-March 1994,

Industry-wisce, the maximum outstanding
bank credit was accounted for by textiles
{Re.1,817.35 crore or 22.3 per cent of the total
outstanding credit), followed by engineering
(Rs.1,159.52 crore or 14.2 per cent), cliemi-
cals (Rs.069.30 crore or 8.2 per cent),
clectricals  (Rs.590.20 crore or 7.2 per cent),
iron & steel (Rs.569.50 crore or 7.0 per cent)
and vehicles (R«.428.52 crore or 5.3 per cent).
The bulk of the increase n outstanding bank
croedit this vear was acconrnted or by electricals
(Rs.248.55 crore), iron and steel (Rs.134.72
crore) and wextiies (Rs.66.30 crore) industries.
Th: decrease in the outstanding amount was
mainly accounted for by engineertng (Rs. 116.36
crorey. suear (Rs.87.11 crore), vehicles
(R&.58.72 crore) and chemicals (Rs.46.95 crore).

Non-SS1weak vnits

Although the number of non-SS1 weak units
decreased from 657 as at end-March 1993 1o

591 at end-March 1994, the owstanding bank
credit to these units increased from Rs. 1,790 10
crore to Re.1.863.85 crore. State-wise.
number of non-SSHweak units was maxinuin
Maharashora, followed by West Bengal, Andhbia
Pradesh, Karnataka, Uttar Pradesh and Kerata .
Industry-wise, non-SSE weak units were
predominant in textifes, chemicals. iron & v
clectrical, engineering and metan v
(Statement 26, Vol. 11).

Sick SSI units

The number of sick SSYunirs increased irom
2,38.176 as at end-March 1993 (0 2,56,452 vty
as at end-March 1994, The outstanding Gk
credit locked up in these units also increased
from Rs.3,442.97 crore to Rs.3.680.37 crore
over the same period. Region-wise. the mnajori:
of sick SSI units (42.7 per centy were tocated
the Eastern region followed by Northern reeic s
(23.1 per cent), Southern region (19.0 per cenn
and Western region (15.5 per cent). However,
in lerms of outstanding bank credit, Westerti
region ranked first (31.8 per cent), followed b
Southern region (29.2 per cent), Northern region
(22.6 per cent) and Eastern region (16.4 per
cent) (Table 1V-5).

The commercial banks have conducted
viability studies in respect of 2,56,452 units o~
at the end of March 1994 and have identificd
only 16,580 of these units as viable. Of the
viahle units, 11,376 units werce put under nursing
programme by the banks.

National Renewal Fund

As a part of the New Industrial Policy, 1991,
the Government of India set up the National
Renewal Fund (NRE) to protect the interesis of
the workers likely to be affected by technological
upgradation and modernisation in Indian
industry. The main objectives-of the NRI are
to provide assistance tor 1) retraining and rede
plovment of workers, i) employment generation
schemes, and 1) payment of compensation (o
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workers on closure of units either under BIFR’s
orders or otherwise or for payment ot dues under
Voluntary Retirement Schemes (VRS).

Funds were made available to central public
secctor units to implement the Voluntary
Retirement Schemes as a mechanism for
reducing their surplus labour force. As on
October 31, 1994, a total of 73,267 workers in
the public sector had availed of the VRS accord-

ing to the Annual Report of the Ministry of

Industry 1994-95. In the year 1993-94, an
amount of Rs.476.06 crore was spent for the
purpose; for the year 1994-95, a budgetary
allocation of Rs.500 crore had been made.

To undertake programmes for workers
retraining and redeployment, Employee
Assistance Centers (EACs) have been envisaged.
These would undertake retraining schemes so
as to equip rationalised workers to re-enter the
Job market or to take-up self-employment
ventures. Five such centres have been in
operation at Ahmedabad, Calcutta, Kanpur,
Indore and Mumbai. It is proposed to set up
IFACs at all locations where substantial worker
outflows have taken place.

Scleeted Industries
(a) Coal

Coal output (excluding lignite) at 251.0
million tonnes expanded by only 0.9 per cent
during 1994-95 compared with 4.3 per cent in
1993-94 and 4.0 per cent in 1992-93 (Table V-
») . Coal India Ltd., (CIL), which accounts tor
nearly 88 per cent of coal production in the
country, however, fully achieved the target (223
million tonnes) fixed for the year.

The aggregate despatches during 1994-95
at 246.8 million tonnes were marginally higher
than 245.1 million tonnes in the preceding year.
Sector-wise (including imports and excluding
lignite despatches), the thermal sector continued
0 be the major coal consumer with consumption

in 1994-95 at 159.8 million tonnes followed by
steel plants and washeries and cement plants,
Inspite of lower receipt of coal at thermal and
steel plants. the pit-head stock of coal stood at
47.5 million tonnes at the end of 1994-95,
though it had declined by 6.5 per cent over 1993-
94. The daily average coal loading by CII. and
SCCL had suffered due to the shortage of
railway wagons. The inability of the coal
industry to provide adequate quality (in terms
of ash content) and quantity ol coking coal had
forced the downstream industries (especially
steel) to import on a larger scale (his year. In
order to compensate for the decline in the
production of coking coal by 4.7 per cent in
1994-95 on top ol a decline of 1.1 per cent in
1993-94, the import of coking coal had to be
increased by 16.9 per cent in 1994-95 as against
9.2 per cent in 1993-94,

In addition to a lower despatch of coal, the
production of coal in 1994-95 had tailed to pick
up to meet the growing demand. The poor
financial position of the State Electricity Boards
and reduced budgetary support from the State
Governments had a negative effect on the
finances of coal industry which were already
strained by rising wages and salary bill
accounting for over 38 per cent of the total cost
in 1993-94. Moreover, there has been a regular
piltering of coal stocks. In order to improve the
financial position of the industry, coal prices
had been repeatedly revised upwards in recent
years, notwithstanding the adverse impact that
price revisions would have on costs of industries
that use coal.

(b) Iron Ore

Iron ore output during 1994-95 at 60.7
million tonnes was 4.1 per cent higher than tha
of 58.3 million tonnes in the previous year
(Table 1V-7). Ot the total iron ore produced in
the country, the public sector mines contributed
36.7 million tonnes or 60 per cent. Madhya
Pradesh contributed the largest quantity ot iron
ore accounting for 26 per cent of the total iron
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ore production, tollowed by Goa al 22 per cent,
Karnataka and Bihar with 20 per cent cach and
Orissa with 12 per cent.

The steady increase inomternal despatehes
over the vears ndicates a percepuble uptrend
i domestic demand for iron ore due to the
increase in saleable steel production in particufar
and overadl mdosmal development i general
The mternal despatches during 1994-95 a1 32.2
million tonnes were 3.4 per cent higher than
the level of 28 .4 million tonnes i the previous
year.

(¢) Cement

Despite improvement in despatches and
growth in installed capacity, cement production
by major plants recorded a lower growth of 7.0
per cent in 1994-95 compared with 7.8 per cent
a year ago, This was mainly the result of poor
performance of public sector with a negative
growth of 18.2 per cent, notwithstanding a high
growth ol 10.7 per cent by the private sector.
(Tables V-8 and 9). Mini and white cement
plants, however, grew by 2.6 per cent in 1994

95, but this was on top of a very high rate of

erowth of 30 per cent m 1993-94. It may be
recalled that after the price and distribution
controls were dismantled in 1989 and the
industry deticensed in 1991, the supply position
hae, improved significantly along with large
additions 1o installed capacity by the private
sector, The industry has also consistently
improved its export performance since 1992-
93,

The major problems taced by the imdusiry

during 1994-95 were the poor availability of

wagons. both for inward movement ol coal and
outward movement of cement, the poor gquality
ol coal supplicd by some of the collieries, the
staortage of power and frequent power cuts in
major cement producing States ke Andhra
Pradesh. Madhva Pradesh. Karmataka, Ragasthan
and Orissa. The Government is encouraging he
setting up of coal washeries and captive power
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plants for tackling the problem of poor quality
of coal and power shortage.

A number of modern large plants ot one
million tonne and above capacities are being sel
up based onenergy efficient dry process. A
capacity ol 7.9 million tonnes s expected 1o be
added during the vear 1995-96. The two lines
ol IBRED credic of US $300 nuthion extended o
the cement mdustry have acted as a catalvst for
this progress.

A production target of 68 million onues
las been fixed for the year 1995-96, with 63
million tonnes emerging from large plants and
5 million tonnes from mini cenent plants.

) Iron and Steel

Total saleable steel production during 1994
95 at 16.0 million tonnes expanded by 9.2 per
cent, mainly on account of Durgapur and
Rourkela steel plants improving capacity
utilisation (Table IV-10). Production of pig iron
las also shown an increase due to the good
performance of secondary producers. The
competitive environment that has evolved
tollowing measures such as delicensing.
abolition ot levies hke steel development fund
and steady reduction of umport tariff. has encour-
aged the mtegrated steel plants to be cost-
conscious, energy efficient, technologically
upgeraded and to use their natural advaniage in
terms of improving the scale of operations and
reducing labour cost in relation to the overall
COSt.

Domestic steet consumption | after a decline
in 1992-93. has shown an mmpressive erowth
during the fast two years, The high consumption
vrowth of 135 per cent in 1994-95 rellected
the revival of user mdustries, ¢.g., automobiles,
consumer durables erc. Partly as aresult, exports
which registered very mmpressive growth rares
ol 140 per cent and 74 per cent, respectively.
i 1992-93 and 1993-94 dechined by 205 per
cent in 1994-95.
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o) Klectricity

The generation of electricity during 1994-
05 at 351.0 billion kwh almost met the target of
352.0 billiore kwh set for the year and showed a
growth of 8.5 per cent as against 7.5 per cent
achieved n the previous year. The growth has
come in the wake ol an overall capacity addition
of 4,446 MW and improved capacity utilisation
in the hydro power segment (Table IV-11 and
V-12).

Among the sources. the thermal sector
suffered a deceleration ( 6.1 per cent in 1994-
95 as against 10.4 per cent in 1993-94 ) due to
shortage of coal. The generation of Central
power units (that geuerate almost 38.4 per cent
of total thermal generation) decelerated from
15.5 per cent in 1993-94 to 4.1 per cent in 1994-
95, that of the State units (that generate almost
56 per cent of total thermal generation) from
8.1 per cent to 6.3 per cent while the output of
private power units accelerated to 6.7 per cent
in 1994-95 from a negative growth rate ot 1.9
per cent in 1993-94.

During 1993-94, the Plant Load Factor was
61 per cent which was the highest achieved in
vecent years (Table below). It declined
marginally to 60 per cent in 1994-95 on account
of inadequate coal receipts by thermal power
stations. The Central power units were mostly
iwrt by the shortage.

Plant Load Factor of Various Sectors
(Percent)

1994-95 1993-94 1992-93 1991-92

tentral 69.2 69.8 62.7 64.5
Ste 55.0 56.6 54.1 50.6
Privane 65.4 57.1 58.8 56.7
Total 60.0 61.0 57.1 55.3

As regards the supply-demand gap, the
actual power availability during 1994-95 art
327.2 billion kwh fell short of the estimated
requirement of 352.2 billion kwh and showed a

deficit of 7.1 per cent (Table 12-A). The highest
deficit was in the Eastern Region (12.9 per cent),
foliowed by the North Eastern Region (12.8 per
cent). While the overall shortage is an importan
indicator of the problem, it is the peak power
shortage that causes major disruption in the
industrial production. Related to the peak power
demand is the issuc of transmission and
distribution losses that account for a high of 20-
22 per cent of the total electricity Zeneration. It
is against this backdrop that the proposals for
delinking electricity generation from that of
distribution and for inviting private sector
involvement in distribution network were mooted.

The policy to encourage greater private
sector participation in electricity generation,
supply and distribution was introduced in 1991
with amendiments to the Electricity Act, 1910
and Electricity Supply Act, 1948. The response
to the policy initiatives in this regard bas been
encouraging in that so far 137 otters have been
received for setting up power plants for a total
capacity 0of 59,866 MW involving an iuvestnent
of approximately Rs.2,20.312 crore. Forty one
of these ofters are from torcign private firms
including NRIs and joint venture proposals, out
of which 13 proposals have been approved by
the Government.

(f) Crude Oil and Petroleum Refinery
Products

The crude otl production which slumped
from 1990-91 onwards turned buoyant in 1994 -
95, posting a level of 32.23 million wonnes, thus
registering a growth ol 19.3 per cent over the
previous year. (Table [V-13). The unprovement
is due mostly to ott-shore production which grew
at 31.5 per cent in 1994-95_ particularty by the
ONGC units at Mumbai [High (31.4 per cent)
and Tamil Nadu (22.9 per cent). As such, despite
a steady rise in consumption (4.0 per cent in
1994-95 and 1.5 per cent in 1993-94), the umnport
of crude oil declined by 11.3 per cent, reducing
its share in total consumption from 36.8 per cent
in 1993-94 to 4&.4 per cent in 1994-95.
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Production of petroleurn refinery products
increased by 3.4 per cent in 1994-95 as agains!
.4 per cent in 1993-94. Within the POL
products, output of aaphtha and high speed
diesel oil rose by 19.4 per cent and 4.2 per cent,
while the production of kerosene dectined by
4.1 per cent. Taprovement i capacity utilisation
by 10C Guyarat, 10C Haldia, BPCL Mumbai.,
HPCT Vizar, CRL Coclun and MR Mandt had
helped in mereasing the refinery output . Unhike
the case of crude oil, gross imports of POL
products increased by 15.5 per cent (especially
the high speed dicsel oil) to meet increased
consumption i 1994.95 mainly arising from
rapid growth of road transport, including
PASSENgLT Cars.

(g) Engincering Industrics

The output of engineering industry
(comprising electrical machinery, basic metal,
metal products, transport cquipment and
machinery, machine tools and parts that account
for 30.5 per cent weight in HP). recorded a
decelerated growth of 8.1 per cent i 1994-95
as against 10.5 per cent in 1993-94 largely due
to the sct-back suffered by the basic metal
segment. Barring the basic metal segment,the
rest of the engineering goods industry
(comprising 20.7 per cent weight in I[IP), grew
impressively at 17.4 per cent in 1994-95 as com-
pared with 1.3 per cent in 1993-94.

The overall exports of engineering industry
(including prime steel but excluding electronics
and software) decelcerated to 12.0 per cent in
199495 from 21.0 per cent in 1993-94 ) 1n dollar
terms, mainly because of primary iron, steel and
itemns thereof. Lxports of capital goods, on the
other hand, increased by 27.8 per cent in 1994-
05 from 194 per cent in 1993-94.

Hewvy Mecharical Engineering Indusiries

The auiomobile industry was at the vanguard
ol industrial recovery. The production of the

commercial vehicles segment accelerated at 34.2
per cent in 1994-95, compared with 9.1 per cent
in the previous year (Table 1V-14 ). The two
wheeler segment also grew strongly by 24.7 per
cent in 1994-95 as against 16.4 per cent in 1993
94 The better performarnce of the industry could
be generally attributed to growth in demand and
casy avatiability of credit from finance
compantes. The output of diese!l enynes.
however, declined due to the imposition of
excise duty, notwithstanding a rising demand
for it from captive power generation plants,
automobile and agricultural sectors. The decline
in the production of railway wagons. on ihe othe
hand, was attributable to the lower «Jormand from
railways due to reduced budge:s:  ~uppor.
While the output of structurals and [+ declined,
the production of steel castings ana tractors
improved due to boont in the automobile mdustry
and agriculture respectively .

Light Mechanical Engineering Industry

Among the selected lighr mechanical
engineering industrics, the production of
typewriters and bicycles accelerated while that of
sewing machines, razor blades and wrist watches
registered decline in growth (Table 1V-15).

Electrical Engineering Industries

The Electrical engineering industries showed
mmpressive performance. Among the major light
engineering industries, electrical lamps of
incandescent and fluorescent varieties, tans and
radio receivers had accelerated by 13.9 pe- cent,
20.6 per cent, 62.3 per cent and 38.! per cent
respectively, while storage batteries, dry cells
and domestic refrigerators had decelerated
(Table IV-16).

Among the selecred heavy electrical
engineering products, power transformers angd
power driven pumps showed improved output
performance while electiic moior showed
deceleration.
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(h) Metallurgical Industries
(Other than Iron & Steel:

Aleminiim

The aluminium industry experienced o shiarp
recovery in 1994-95 with production at 4.53 1akh
tonnes surpassing the target of 4 74 lakh tennes
(Table IV-17). The reduction ol import duty on
unwrought aluminium, its waste and scrap from
25 per cent to 20 per cent, the cut in excise
duty from 25 per cent to 20 per cent ad valoren
alongwith MODVAT reliel on raw materials and
above all, the rising trend in aluminium prices
in mternational markets contributed towards
improvement in the aluminium industry. With
the steady increase in domestic and export
demand along with the avatlability ol enough
bauxife reserves in India, spurt i capacity is
expected in the coming years.

Copper

The production of refined copper by
Hindustan Copper Ltd. (HCL), was fower at

46,100 tonnes in 1994-95, as against that of

52,000 tonnes in 1993-94. The Union
tyovernment has shifted copper o b sensitive

Hst following reports of laree scale niisuse of

duty- free import facility through the vehie-hased
advance license (VBAL) route.

Zine and Lead

Durtng 1994-95, the productnn of s wis
estimated at 1491 thousand tonnes, shiowing an
increase of 5.3 per cent over the pravious veay.
Production ot lead at 34 thousacd onnes
recorded an mercase of 56.7 per cont as aearns
he decline of 29.9 per cent G 28 thousand
tonnes) in 1993-94,

In order o boost the minersd sector, the
jatest important changes made o rbe Mines and
Minerals (Regulation and pesveiopmeni;
Amendment Act, 1994 are

by Deletion of 15 minerals from the lirst
schedule of the Act, which implies morce
auwtonomy to the State Government in terms of
renewing and granting any prospecting licence
on a mining lease without prior approval of the
Centrai Government: and

2) Removal ot restrictions on equity holding
by foreign nationals in a mining company. As
of now, any company registered in India, can
apply for a prospective licence on a mining lease
1o the concerned State Government.

(1) Jute Textiles

The total production and consumption of jute
rextiles declined, respectively, by 5.1 per cent
and 5.4 per cent in 1994-95 as compared with
10.5 per cent and 12.9 per cent in 1993-94 ¢
Table IV-18 ). A hike in raw jute prices due to
delayed market arrivals adversely alfected the
production of yarn. Moreover, closure of 6 mills
of National Jute Mills Corporation (NJMC)
which accounts for 10 per cent of total produc-
tion capacity also affected the overall production
of jute products, especially ol hessian and
sacking. Production of carpet backing, oo the
other hand. had gone up by 38.9 per cent,
accompanied by rise in its consumption by 29 4
per cent in 1994-95. There had been a
remarkable improvement in the export ol jute
goods from 3.7 fakh tonnes to 4.26 lakh tonnes
in 1994-95.

(5 Rubber and Rubber Manufactures

The total production of rubber (natural,
synthetic and reclaimed) at 596 thousand tonnes
during 1994-95 was higher by 8.8 per cent over
that of 6.8 per cent in the previous year. The
production of natural rubber (accounting for 79
per cent of total rubber production) increased
by 8.3 per cent to 471 thousand tonnes in 1994
95 as against the higher growth ot 10.7 per cent
in 1993-94. Synthetic rubber outpurt increased
sharply by 22 per cent as against a steep decline
of 153.8 per cent in the previous year (Table
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IV-19 ). The consumption of rubber increased
by 8.2 per cent during 1994-95 (6.7 per cent
fast yeary. The share of imports in total rubber
consumption has declined from 13.5 per cent in
1993-94 to 10.8 per cent in 1994-95. The year-
end stocks, however. dectined by 3.2 per cent
i 1994-95 as compared with a growth of 8.1
per cent in 1993-94 on account of a signilicant
decline mothe tmports ol nawral rubber.

The demand for rubber was mostly derived
from automobile tyre segment which recorded

a erowth of 12,6 per cent in 1994-95 on wop of

a 14,3 per centrise in 1993-94 (Table 1V-20 ).
The production of automobile wbes, on the other
hand. remained stagnant, while that of rubber
footwear and cycle tyres dechined. The market
price of natural rubber remained well above the
fair price of Rs.2.490/- per quintal revised in

February 1994, The simple average price of

RSS-1V grade rubber was Rs. 3,638/- in 1994-
95 as against Rs.2,569/- 1n the previous year.

(k) Chemicals and Chemical Producets

Fertilizers

During the year 1994-95. the production of

nitrogenous and phosphatic fertilizer nutrients
is estimated, respectively, at 79.51 lakh tonnes
and 24.59 lakh tonnes, registering substantial
rise of 7.7 per cent and 33.1 per cent over the
year (Table 1V-21 ). The impact of withdrawal
of subsidy on phosphatic and potassic fertilisers
and the resultant shift i the consumption pat-
ter thereof coupled with the dumping of the
DAP that affected the mdustry adversely in
1992-93 and [993-94 seem to have been absent
in 1994-95,

The total mstalled capacity as at end-March
L9995 was 92,00 lakh tonnes ol nitrogenous and
29.00 lakh tonnes of phosphatic fertlizers.
Currently, five major fertilizer projects are
under implementation at Shahjahanpur and
Aonla (Uttar Pradeshy, Vijaipur (Madhya
Pradesh), Manali (Near Madras) and Cochin

(Kerala) at a total cost of about Rs. 4,378 crore.
These projects together will produce, inter alia .
23.7 lakh tonnes of additional urea per annum.
The main reasons tor the antcipated shortiall
i nitrogenous production in 1994-95 are the
reduced availability of gas to the Thal unir of
Rashtriya Chemicals and Fertilizers Lud. (RCT),
Hazira unit of Krishak Bharati Co-operative Lid.
(KRRIBHCO) and aother lerulizer plants on HBI
pipeline. the equipment problems in RCE,
National Fertlizers Liud. (NFLy, Madras
Fertilizer Ltd.(MELY and in the Jagdishpur plant
of Indo-Gulf, besides the fall in production in
the units of two sick public sector undertakings
namely, the Hindustan Ferrilizer Corporation
Led. (HEC) and the Ferulizer Corporation of
India Ltd. (IFCl).

The fertilizer industry has been availing of
subsidies such as Retention Price subsidy and
Equated Freight subsidy. Besides, a special
concession of Rs.1,000/- per tonne on
indigenous DAP and imported potash is also
being provided to the farmers, along with
proporuonate concession on indigenous complex
fertilizers and SSP. The total amount of subsidics
paid on indigenously produced and imported
fertilizers during the year 1994-95 is estimated
at Rs. 5,166 crore. Of the three main nutrients
required for various crops - nitrogen, phosphate
and potash - indigenous raw materials are
available for nitrogen that meets approximately
SO per cent of the country’s requirement.
However, the entire domestic requirement of
potassic fertilizers and of phosphatic fertilizers
to a large extent is met through impores. The
total 1mports of all the three nutrients during
1994-95 were placed at 24.29 Jakh tonnes (upto
December 1994),

Inorganic Chenncals

Among the major inorganic chemicals, the
production of caustic soda at 1112.3 thousand
tonnes during 1994 95 recorded a marginal rise.
Producuon of soda ash. however, had dechned
by 6.1 per cent from 15449 thousand tonnes in
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1993-94 10 1450, thousand tonnes in 1994-95,
along with a commensurate reduction in capacity
utilisation from 95.2 per cent in 1993-94 t0 89.3
per cent in 1994-95. Being an intermediate
product group, the inorganic chemical segment
suffered mainly on account of the recessionary
conditions prevailing in the uscr industries, ¢.g.,
paper and paper boards, sovaps and detergents,
man-made fibres and cotton texiiles.

Pharmaceuticals

Despite the price control, patent policy
uncertainty and technological obsolescence, the
bulk drugs and formulations recorded increase
in output of 9.8 per cent and 5.8 per cent,
respectively, in 1994-95, on top of sharp growth
0t 26.3 per cent and 25.0 per cent in the previous
year . As the growth of pharmaceutical industry
depends on the rate of growth of population and
changes in the age-stiucture. the country is in
immediate need of two life line drugs - Penicillin
and Refamacin - half the demand of which is
met by indigenous products with the rest being
imported.

India has gradually emerged as a net exporter
of pharmaceutical products, from Rs.46 crore
worth ot exports in 1980-81, to around Rs. 1,800
crore during 1994-95 mainly because the returns
in the export markets are much more than in
the domestic arena.

The pharmaceutical industry i1s one ot the
highly Research & Development (R & D)
intensive industries and is therefore affected by
the existing system of patent regime. This would
mean a quantum jump in investment in R & D
expenditure n future years from the existing
level of about 1.5 per cent of sales.

In order to mintmise the harmful cttects of

exclusive marketing rights on the price of the
drug, the Unmon Government notified the Drug
(Price Control) Order (DPCQO), 1995 in January,
1995 outlining the criteria for identifying the
drugs to be kept under price control. With the

price control on 76 drugs mentioned in DPCO,
almost 50 per cent of the retail pharmaceuncal
market would be under price control |

Petrochemicals

Petrochemicals have registercd
commendable growth in 1994-95. Synthetic
materials litke LDPE, DMT/PTA recorded
excellent growth, based mainly on o large
consumption base.

About 90 per cent of the variable cost in
petrochemical manufacturing is primarily
determined by feedstock cost (50 per cent) and
energy cost (40 per cent). The price of teedstock
such as naphtha supplied by the refining sector
is admimstered in India and is substantially
higher than the FOB prices at which it is avail-
able to the international competitors. In order
to impart a level playing field. the Rakesh
Mohan Commnittee suggested several reform
measures like a mildly increasing import duty
along the value chain with the highest duty on
finished products, a switch over to VAT and
various anti- dumping measures with the
imposition of countervailing duty.

To meet the growing demand of
petrochemicals in the country. the Government
have sanctioned several mega petrochemical
complexes, both gas-based and naphtha-bascd
involving a total investment ot Rs.33,000 crore.
Customs dutics were reduced in the union budget
1994-95 1o encourage new projects in this
activity,

(1) Sugar Production

Owing to the lower output of sugarcane and
the diversion of cane for gur and khandsari,
production of sugar during 1993-94 sugar scason
(October - September) dropped to 9.83 millhion
tonnes (Table 1V-22). With a lower opening
stock of 3.23 million tennes and imports of 2.0
million tonnes, the total availability of sugar
durimg the season also declined to 15.06 million
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coitiies. Tl wotal off-take of sugar i 1993-94
seison was L 97 miilion tonnes {internal
sonsumption 1196 miltion tonnes and exports
001 milbion tonne + Thus, the closing stock
for the season was 3 09 aullion tonnes. The
SUZ AL tadustey wgnsised forarecord sgenr onipue
durniy 199495 Suzar prodecuon durnnz the
scason upto dune 1995 reached a record level
b Y nnivton tonnes winich iy 4502 per cend
nigler than thar during dic correspondtng pertod
ol the previous year (9.37 mutlion wnnes). The
spurt i sugar producton could be artribured (o
aarger avatlability of sugarcane due to better
weathor conditions and fesser diversion of it for
eur and Khandsari, After taking o account a
carrvover stoch ol 3.09 mlhion tonnes ol suzar
from the previous season, the total avatlability
of swgar during 1994-95 (upto end-June 1995
aggregated 17.28 million tonnes which was
higher by 4,48 milhon tonnes or 35.0 per cent
when compared with the correspondiig period
of the previous season (12,80 nutlion onneyy.
The total off take during the sugar season 1994
95 up bl June 1995 was 7.9 million tonnes
which was lower by 0.66 million tonnes or by
7.8 per cent than that during the corresponding
pertod of the previous season (8.57 million
tonnes). The end-June 1995 stocks. placed at
9,37 million onnes, were more than double the
stock level of end-June 1994 (4.23 milhon
tonnes). The towd release of sugar during 1994~
95 (Ocrober - September) has been higher a
P98 militon wnnes (comprising ot 4. 18 mudlion
tontes ot fevy sugar and 7.80 nullion tonnes of
free saie sugar) as compared with 1132 miilion
fonmes (comprisig ot 4.20 mithon tonnes ot levy
stzar awd 7012 milion tonues of free sale sugar)
durmg the 1995 .04 season (Taole V-3

Policy Measures

During the vear 199493, the Government
maplemenied steps to provide incenuves for
unprovement in sugarcane and sugar production.
There was upward revision of Stuutory Muauum
Price (SMP) lor sugarcane in consultanon with
the Commssion for Agriculoural Costs and Prices
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(CACP). The SMP has been ratsed from Rs 34,50
per gquinial in 199394 10 Rs.39.10 per quini
liked to o basic recovery of 8.5 per cent for 1994
95 season. An advance announcenienit ol SMP
Ry 42.50 per qumral has ulso been made for 1995-
Y6 season. However, State Governments mnaouiwe
the State Advised Prices (SAPY which are
substantially higher than the SMP and are paid by
snei Factories o the cane growers o mcreasting
production.and iaproving productvity and quality
ol cane. With a view to incereasing the produciion
ol sugar, various incentive schemes have been
formulated from time 1o time for establisbnent o
new units and cxpunston ot exasting projects. ihe
“Sugar Incentive Scheme of 19937 was formulated
by the Government o provide Bicenuves ior
project ficensed/to be licensed wid w repayinent
ol term teans advanced by the Cenoral Financial
Institutions and Sugar Development Fund.

Sugar Developmenr Fund (SDI)

Since 1982, the year i which the SDFF was
created. upttil October 1994 0 cess amount of
Rx. 1.528.77 crores has been collected and
durtng the same period an amount ol
Rs.1,471.00 crores has been transferred to SDE,
out ol which Rs. 438,60 crore for sugarcanc
development and Rs.469.73 crores for
modernisation/rehabilitation of sugar factories
have been sanctioned upto December 1994 (fon
deratls regarding objectives of SDE. sec Report
cu Currency & Pinance, 1993-94),

Leve Sugar Price Equlization Fund

The Levy Sugar Price Equilizatuon Fund Act
FO76 has been in torce since April 1976, During
the year 1994-95 o sum of Rs.0.30 crore ias
been recovered from the sugar mills and credied
o the tund bringing the wral credit siee the
commencement of the Act to Rs. 20,42 crores.
It addiion, the Food Corporation ot India under
the order ot courr ot Iaw had so far collecied a
san of Ra 23 1 crore by way of such recovery
from suzar nnlls.
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(m) Textiles - Cotton and Synthetics

The total production of yarn during 1994-
95 at 2,090 Million Kilogramy declined due to
the talling output of cotton yarn (that consists
of 76 per cent of the total yarn production) by
2.2 per cent, while all other categories of yarn,
¢ g., hlended/mixed, man-made spun yarn
showed reasonably good performance (Table IV-
24). Inspite of rising exports of cotton yarn by
27.9 per cent in 1994-95, production suffered
on account of rising price of raw cotton which
resulted in a decline in domestic consumption
mostly from the mill sector. The overall capacity
utilisation of yarn declined again to 81 per cent
this year after improviig to 84 per cent in 1993-
94 from 78 per eontin 1992-93,

Total productioa and consumption of fabric
rose marginally by i .4 per cent and 0.9 per cent
in 1994-95 as compared with the growth ot 9.5
per cent and [2.5 per cent, respectively, in 1993-
94 (Table 1V-25). While the overall production
ol the mill scctor  declined by 10.5 per cent,
the production in the decentralised sector
improved marginally by 2.3 per cent due to the
improved performance of blended/mixed fabric
and man-made fibre fabric . Since the decentralised
powerloom sector enjoyed cost advantages in
weaving operations with a reasonably advanced
technology and low labour and maintenance costs,
the organised mill sector is now shedding oft its
weaving operations on a large scale.

The industry was able to fully utilise the
quota stipulated under the multi-fibre agreement
consistently. The overall exports of cotton fabric
grew by 22.5 per cent in 1994-95 on top of a
growth of 29.4 per cent in 1993-94, despite an
upward movement of cotton prices.

The man-made fibre segment grew
substantially after the establishment of large
petrochemical plants in the seventies. In
-‘esponse to the high growth i the blended yarn
segment in 1994-95, the Government had to put
its basic input polyester staple fibre on the Open

General License . In the synthetic segment,
nylon tilament yarn suffered mostly on account
of a shortage of caprolactum . In order to remove
shortage of such inputs, customs duties were
reduced drastically on almost all textile fibres,
yarns, fibre miermediaries, raw materials and
basic building blocks. Imports of fabrics and
garments will also be brought under the open
general licence over the next three or tour years.

(n) Paper and Paper Boards and Newsprint

The production of paper and paper boards
accelerated for the second year in succession
despite a steep rise in the price of pulp in the
imnternational markets. (Table IV-26 ). With
escalation in the international price of paper,
there was a spurt in the export of paper and
paper products in 1994-95. Domestic demand
is also rising from the industrial segment to meel
the demand for packaging and related activities.

Newsprint

Production of newsprint recorded growth
of 1.1 per cent in 1994-95. Nonetheless, almost
40 per cent of the newsprint requirement m India
is met through import. In view of the frequent
increases in the prices of newsprint, the
Government had placed newsprint under the
OGL., with a provision for a periodic review of
tarift protection. Major consumers like
newspapers are obliged under the existing policy
to litt two tonnes of Indian newsprint for every
one tonne of imported material.

With the steady increase in demand., capacity
utilisation has gone up from 66.6 per cent in
1993-94 to 71.4 per cent in 1994-95. Various
policy measures have been inttiated 1o improve
production and financial viability of newsprint
mills. They include delicensing of newsprint
using at least 75 per ceut pulp derived from
bagasse, agro-residues and other non-
conventional raw materials, duty free import of
wood pulp ftor manutacture of newsprint and
excise exemption on newsprint .
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Table IV-1: Trends in Index of Industrial Production (Base :

1980-81

{001

IV o

Secton Wersh April June April March
1OYS 960P) 1994 95017 1004 9501) 1993504 1002 93
Tdes Tnddes Index Comthution Inden Connbuuon fides  Conrribution
to urowth 1 10 growthi to wrowtlh
| 2 3 4 5 6 7 8 Y 1o
Mining and 1o 232 2o 24N N2 BREN! 0.8 R S0
OQuarrying (1s N 1 h (o RIS (1)
Manutactaring 77l 2407 219 243 6 77 8K RRETEY 75,34 2107 75.05
(12 9.8) (9.4 th.1) (2.0
Flectriciy 1147 337.0 2995 REE NG 1413 290.0 17.54 2094 1612
(12.5) (6.9) (8.5) (75) (3.0)
General Tndex 10000 2505 2272 2519 100,00 2320 100 00 2189 10410
(Crude) (129 (8. (X0 (6.t 123
P o Provisional
b o Relative contribution to growth of o sector, say S during wgrven e frame, is measured by the ratio o meremental

change i the index of S womerementad change o the overall index, adpusied Tor that sectoe’s weight in the overall tdex

Note I'igures in brackels are percentage increase over the previous year
Table IV-TA 1 Use-based Classilication ol Industrial Production
(HOK0 K1 - T00)
Growih rate (per cent)
Indusiry Groups Werglit
April-lune April-March
1995-96(P) 1994 95(1) 1994 95(1") 1993 94
| 2 3 4 S O
I Baste Industries £ 42 125 04 38 G
2. Capital Goods Indusines 16,43 8.4 18,3 250 4.1
Vooontermedite Goods Tndustries 20057 Yoo A 30 11
40 Consumer Goods Industries RENGH 152 0.1 bl 4.0
P Conswner Durables 205 2200 R 9 1o
ihy Conswiner Non-Durables 2110 13.2 4.0 8.2 1
Average 1 | S0 6.

I? cProvisionad

Sonurce

Central Statistcal Orgamsanon. GOl
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Table IV-IB : Growth in Index of Seventeen Major Groups of Manufacturing Sector
(Base ¢ 1TYRO-R1 =100)

Industry Group Werhi Index Refmive Contribution ftidex Relitive Contithutien
(End June) (in Per centn) tlknd Marcl; (n Per cem:
1995-50(1) 1994-95(P) 1993-96(P) 1994-95(P 19949301 1993 91 [994.95(P) 1993947

! 2 3 4 bl 8} 7 X y 1

I. Acceleration (During 1994-95)

I Electrical machinery 5.78 SKI0 471.9 29.9 348 6092 460 1 5500 -13.7
(25.3%) (237 (32.4) (-4.9)

2 Mewal products 2.29 163 6 13X 4 27 2.7 149.5 126.5 R 0.4
(18.3) (14.8) (18.2) (1.9

3 Paper and paper products 1.23 278.6 2426 5.5 01 257.5 2248 N A4S
(14.8) (13.1) (14.5) (6.6)

4 Food and load products 533 182.7 124.9 14.5 -7 181.7 16ou.0 7.5 8.2
(46.2) (-3.6) (13 e (-%7)

S Transport equipment 6.39 247.5 2124 10.5 151 239.1 2112 [ 6.8
(16.5) (20,1 (130 (3

6 Chemicals and chemicyd 12,51 331.3 RIIE NS 13.0 201 277 2979 2401 R
products (7.1 (113 (10.0) (7.6)

7 Machinery, machine tools 6 24 195.6 1809 3.3 5.2 2N7.6 1892 74 3
and parts (8.1) (7.5) (9.7 (4.0

8 Texule products (including  0.82 81.7 77.2 0.2 0.9 784 734 0.3 -0.2
weartng apparcl) (5.8) (25.6) (6.9) (-3.7)

9 Non-metallic mineral products 5.00 257.2 23201 3.5 2.8 2337 218.5 2.0 29
(10.8) (6.3) (6.9) (4.6)

10 Rubber, plastic and 4.00 189.9 1745 2.9 -0 IR1.4 176.4 b4 0.7
petroleum products (8.8) (-0.6) (3.1) (1.0)

Il Other manufacturing 0.90 264.5 242.7 0.9 -4 267 .8 267.0 0.0 1.3
mdustries {9.0) (-8.0) (0.3) (-5.1)

I1. Deceleration (During 1994-95)

12 Leather and fur products .49 2209 226.7 -0.1 0.5 2113 204.3 0.2 0.8
(-2.6) (7.4) (3.4) (8.8)

13 Wood and wood products 0.45 2154 2038 0.2 0.3 203.0 1993 0.1 0.4
(5.7) (5.4) (1.8) (4.6)

IT1.  Negative (During 1994-95)

t4 Rasic metal and athed 9.80 208.5 1879 9.5 1.3 197.9 2232 Th 6 58.2
products (11.0) (10.6) (-11.7) (33.1)
'S Jute, hemp and mesta textiles 2,00 85.% 792 0.6 =27 92.4 103 2 1.4 13
(8.3) (=20.7) (~-10.5) (1R8.7)
16 Beverages.tobacco and 1.57 i61.2 162.0 -0 22 1344 137.8 -0 3K
tohacco products (-0.9) (15.0 (2.5 (21.3)
17 Coiton textles 12.31 158.4 1551 1.9 -2.4 155.8 160.5 -17 12.0
(2.1) (~1.9) (-2.0) (6.9)
Manunfacturing 77.11 246.7 2191 100.0 100.0 243.6 223.5 1000 100.0
(12.6) (9.8) (9.0 (6.1)
P © Provicional.
Nate o Fignres in brackets represent percentage vanations over the previous year.

Source o Ceantral Statistical Organisation,
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Table 1V 40 : Frends in Production of infrastructure Indnstrics

I

Sty Wk o Spitt Se

RS APri-NMiech

VOO 6P TGO -YS 1O} S ps [GERNOP!

T Moo ol fo. ARRNY] FIE Y
Uipigs 00 (7. [T Ce
[ SIIE Al Y] 02N Jadox ARV
Tonne S (=077 3 (33
Saleabic Steci 5.2 ' 60 6.0 128 1o
(BN A 7.8 [ P iedh)
Cement /6 ’ 33 2908 [ERE S8.0
=11t (5. 7)) 7o
Petroletn Croae Dol h 177 15,0 R r7aA
[ (A 16t (ST Y A IR
Petrolewin Relioory R 260 3208 5003
Prodacis ¢ (H:19) (+4.2) (-+3.9) [N R
Composite  Index ol 2877 276.% 2500 269 .9 249 8
Infrastracinre Industries # (+10.7) (+6.9) (-8 1) (5.3
k Data on Production of Secondary prodicers not ineluded
(@ Represents 93 per cent of the refinery throughput
# C(Base o 19RO-81 = 100)
Neie Fiyires i brackels are perceniige Varkibons over the previous year.

Sonrce o+ Ministry of Phuming and Programme fmplementation, Government of ndia.

Table No.IV-2 : Emplovment in Organised Scctor

A e end of Lmploviment Percentage chuange over the
(in lakin previous year
pubhe Prvae ol CPublic Pavae Forl
Sevtol Secio Seuror Sceton
| 2 3 4 S 8 7
Murch 19492 193.00 TR.AO 270 e 1.2 202 [
March 19093 ORI 7850 27077 0.1 2 (!
March 190ty 193 85 78 00 27 03 0o oA
P Provisional,

Sowrce Directorate General of Faplovinent and ‘Frammye, Mintsiry of Labour, Government ol [ndua



1v-22

REPORT ON CURRENCY AND FINANCE, 1994 95

Table No.1V -3 : Employment in Public Sector

Public Sector

Estimated at Lnd-March

199

I()()} ]l)() l

1 2 k! 4

Central Government 34.28 33.83 N.A
(+0.%) (S Y

State Governent 71.90 72.93 N.A
(FLLD (1

Quasi Government 63.93 64,90 N A
(+2.7) (F1.5)

Local Bodies 21.9% 21.60 N A
(-5.0) [ S

Total 193.00 193.260 193.85

(+1.3) (+0.1) (+0.3)

Source

Directorate General of Tanployment & Traming, Minstry of Labour, Government ol ndia.

N.A. : Not Available.
Table 1V - 4 : Small-Scale Scecetor
Irem April-March
1992.93 199394 1994-95¢P)
! 2 3 J
1. Number of units (Lakh Nos) 22.40 23 .84 25.71
(+7.9) (+6.1) (7.5
2. Production (Rupees crore at
1990-91 prices)
Target 1.68,000 1.79.760 1.96,11¥
Achievement 1,69,125 1,81.133 1.99.029
(+5.6) (+7.1) (19.9)
3. Production (Rupees crore at 2.09,300 2.41,648 2.93.031
current prices) (+17.1) (t 154y (+21.3)
4. Employment (Lakh persons) 134.006 139.38 146350
(43.3) {4 4.0) (+5. 1
5. Exports (Rupees crore) 17.784.82 25.307.10 30,053.00
(1281 (+42.3) (187
P Provistonal.
Notes 1y Figures in brackers indicate percemage change over the preceding year,

Source

2) Data pertain 1o modern S8I sector (exclusive ol powerlooms and traditional industries).

(1) Office of the Development Commisstoner , Small Scale Indusiries, Miuistry of industry

2y Small Industrial Development Bank ol India (SIDB).
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Table IV-5 : State-wisc classification of Sick Small-Scale industrial units and outstanding bank credit as at the end of March 1994

{(Amount in Rs.crore)

States/Union
Territories

Total Sick Units

No.of Units

Amount Outstinding

1 2 3
Eastern Region
Assam 14,210 40 52
Meghalaya 317 201
Mizoram 119 0. 66
Bihar 17,063 113.92
Arunachal Pradesh 123 0.67
West Bengal 56,083 359.49
Nagaland 1,063 4.96
Manipur 2,350 2.37
Orissa 17,235 74.50
Sikkim 77 0.44
Tripura 764 2.56
A & N Islands 25 0.35
Total 1,09,429 602.55
(42.67) (16.37)
Northern Region
Uttar Pradesh 33,915 335.43
Delhi 5,516 242.99
Punjab 2,434 64.59
Haryana 1,669 79.53
Chandigarh 179 10.24
J & K 162 5.14
Himachal Pradesh 614 17.46
Rajasthan 14,665 74.72
Total 59,154 830.10
(23.07) (22.5%)
Western Region
Gujarat 7,812 235.47
Maharashtra 21,350 768.44
Daman & diu 6 0.79
Goa 710 21.07
D & N Haveli 10 1.74
Madhya Pradesh 9,795 143.97
Total 39,683 1,171.48
(15.47) (31.83)
Southern Region
Andhra Pradesh 13,842 262.79
Karnataka 15,145 204.35
[.akshadweep -
Tamil Nadu 8,125 428 .27
Kerala 10,792 169.38
Pondicherry 282 114>
Total 48,186 1,076.24
(19.00) (29.24)
TOTAL (All India) 2,56,452 3,680.37
Notes : A small-scale industrial unit is considerd as sick when : 1) any of its borrowal accounts has become a ‘doubtiul’ advance ¢

principal or interest in respect of any of its borrowal accounts has remained overdue for a period exceeding 2 1/2 years, and 2) there 1s
erosion in the net worth due 10 accumulated cash fosses to the extent of 50 per cent or more of its peak net worth during the preceding

Lwo accounting years.

i1) Figures in brackets indicale percentage share 1o the all India total.
Source : Industrial Export & Credit Department, Reserve Bank of India.



1V-24 REPORT ON CURRENCY AND FINANCE, 1994-95
Table IV-6 : Performance of Coal Industry
(Million Tonnes)
Item April-March
1992-93 1993-94 1994-95(P)
1 2 3 4
1. Production
(a) Coal (i+ii) 238.5 248.7 251.0
(+4.0) (+4.3) (+0.9)
(i) Coking Coal 45.2 44.7 42.6
(-1.5) - (1D (-4.7)
(ii)) Non-coking Coal 193.3 204.0 208.4
: (+5.3) (+5.9) (+2.2)
(b) Lignite 16.6 18.1 19.3
(+3.8) (+9.0) (+6.6)
2. Imports (Coking Coal) 6.5 7.1 8.3
(+10.2) (+9.2) (+16.9)
3. Despatches (i+ii) 232.8 245.1 246.8
(+6.3) (+5.3) (+0.7)
(i) Coking Coal 44.2 44 .6 43.2
(+3.5) (+0.9) (+3.1)
(ii)) Non-coking Coal 188.6 200.5 203.6
(+7.0) (+6.3) (+1.5)
4. Exports 0.1 0.1 0.1
5. Year-end Pit-head
Stocks (i+ii) 51.4 50.8 47.5
(+6.0) (-1.2) (-6.5)
(i) Coking Coal 15.8 14.8 10.4
(-5.4) (-6.3) (-29.7)
(ii) Non-coking Coal 35.6 36.0 37.1
(+11.9) (+1.1) (+3.1)
P : Provisional.
Note . Figures in brackets represent percentage variations over the previous year.
vource : Ministry of Coal, Government of India.



INDUSTRIAL PRODUCTION 1V-25

Table IV-7 : Performance of lron ()re Industry
(Million Tonnes)

[tem April-March
1992-93 1993-94 1994-95(P)
1 2 3 1
1. Production 57.1 58.3 60.7
(-2.4) (+2.1) (+4.1)
2. Despatches for 28.2 28.4 322
internal consumption (+8.9) (+0.7) (+13.4)
3. Despatches tor expaort 22.2 269 NA
(-24.7) (+21.2)
4. Ycar-end stocks 4.7 4.7 4.8
(-2.1) (-) (+2.1)
P : Provisional.
Note . Figures in brackets represent percentage variations over the previous year.
Source : Indian Bureau of Mines, Government of India.

Table IV - 8 : Performance of Cement Industry
(Million tonnes)

April - March

Item
1992-93 1993-94 1994-95 (P)
| 2 3 4
[. Installed Capacity 69.8 76.9 82.7
(+5.4) (+10.2) (+7.5)
2. Production . 538 58.0 62.4
(+0.4) (+7.8) (+7.6)
3. Despatches 50.7 54.2 58.3
(+0.4) (+6.9) (+7.6)
4. Average Capacily 771 75.4 75.4
Unilisation (per cent)
5. Imports NIL NIL NIL
6. LExports 0.8 1.3 1.6
7. Year-end siocks 0.8 0.7 0.8
P . Provisional.
Not: : Figures in brackets are percentage variations over the previous year.

Source : Cement Manufacturers’ Association.
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Table IV - 9 : Output of Cement Industry
(Million tonnes)
April -March
[tem
1992-93 1993-94 1994-95 (P)
| 2 3 4
1. Public Sector 5.3 5.5 4.5
(+1.9) (+3.8) (-18.2)
(a) Cement Corporation 3.0 2.8 2.2
of India (-6.2) (-6.7) (-11.4)
(b) Others 2.3 2.7 2.3
(+15.0) (+17.4) (-14.8)
2. Private Sector 45.5 48.6 53.8
(+0.2) (+6.8) (+10.7)
3. Mini and White 3.0 3.9 4.0
Ccement Plants (-) (+30.0) (+2.6)
Total (1 to 3) 53.8 58.0 62.4
(+0.4) (+7.8) (+7.6)
P . Provisional.
Note : Figures in brackets represent percentage variations over the previous year.
Source . Cement Manufacturers’' Association, New Delhi,
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Table IV - 10 : Production of Iron and Steel

(‘000 1onnes)
Pig Iron Saleable Steel
1991-92 1992-93 1993-94 1994-95(P) 1991-92 1992-93 1993.94  1994.95(P)
A. Production
1. Rourkela 41.0 30.0 48.0 38.0 1,125.0 1,179.0 1,130.0 1,196.0
(-18.0) (-26.8) (+60.0) (-20.8) (+3.9) (+4.8) (-4.2) (-+5.8)
2. Bhilai 175.0 135.0 300.0 279.0 3,104.0 3,118.0 3,335.0 3.407.0
(+83.1) (-22.9) (+122.2) (-7.0) (+11.1) (+0.5) (+7.0) (+2.2)
3. Durgapur 70.0 17.0 35.0 181.0 682.0 641.0 642.0 827.0
(-20.0) (-75.7) (+105.9) (+417.1) (-6.2) (-6.0) (+0.2) (+28.8)
4. Bokaro 171.0 154.0 203.0 257.0 2,730.0 2,999.0 3,205.0 3.169.0
(-48.5) (-9.9) (+31.8) (+26.6) (+12.5) (+9.9) (+6.9) -1
Total (SAIL) 457.0 336.0 586.0 755.0 7,641.0 7,937.0 8,312.0 8,599.0
(-19.1) (-26.5) (+74.4) (+28.8) (+8.6) (+3.9) (+4.7) (+3.5)
5. HISCO 389.0 430.0 406.0 403.0 387.0 398.0 333.0 332.0
(+26.4) (+10.5) (-5.6) (-0.7) (+17.6) (+2.8) (-16.3) -0.3)
6. TISCO - - - - 2,038.0 2,124.0 2,154.0 2,446.0
(+4.8) (+4.2) (+1.4) (+13.6)
7. VSP 642.0 914.0 985.0 848.0 504.0 879.0 1,184.0 1,555.0
(+23.4) (+42.4) (+7.8) (-13.9) @) (+74.4) (+34.7) (+31.3)
Total (1 to 7) 1,488.0 1,680.0 1,977.0 2,006.0 10,570.0 11,338.0 11,983.0 12,932.0
(+6.8) (+12.9) (+17.7) (+1.5) (+13.3) (+7.3) (+5.7) (+7.9)
8. Secondary Producers 102.0 165.0 273.0 765.0 3,400.0 3,377.0 2,700.0 * 3,100.0
(+0.0) (+61.8) (+65.5) (+180.2) (~11.9) (-0.7) (-20.0) (+14.8)
Total (A) 1,590.0 1,845.0 2,250.0 2,771.0 13,970.0 14,715.0 14,683.0 16,032.0
(+6.3) (+16.0) (+22.0) (+23.2) (+5.9) (+5.3) (-0.2) (+9.2)
B. Sales
1. Sales (Domestic) 1,247.0 1,423.0 1,248.0 1,203.0 8,490.0 8,369.0 9,190.0 10,428.0
(+2.7) (+14.1) (-12.3) (-3.6) (+9.7) (-1.4) (+9.8) (+13.5)
2. Imports 152.0 73.0 21.0 1.0 997.0 1,085.0 1,155.0% 1,735.0
(-19.5) (-52.0) (-71.2) (-95.2) (-21.1) (+8.8) (+6.5) (+50.2)
Total (B) 1,399.0 1,496.0 1,269.0 1,204.0 9,487.0 9,454.0 10,345.0 12,163.0
(-0.3) (+6.9) (-15.2) (-5.1) (+5.4) (-0.3) (+9.4) (+17.6)
C. Exports - 16.0 620.0 466.0 373.0 895.0 1,559.0 1,240.0
-) (-24.8) (-) (+139.9) (+74.2) (=20.5)
D. Year-end stocks 124.0 295.0 202.0 154.0 535.0 1,022.6 812.0 689.0
(+53.5 (+137.9) (-31.5) (~23.8) (+19.9) (+91.0) (-20.5) (-15.1)
P : Provisional. @ : Shows a very large percentage variation.
Note . Figures in brackets indicate percentage variations over the previous year.

Source : Joint Plant Committee and Steel Authority of India Ltd.
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Table IV - 11 : Power-Installed Plant Capacity
(Mega Watt)
April-March Thermal Hydel Nuclear Non-con- Total
ventional
1 2 3 4 5 6
1992-93 50,713 19,569 2,005 32 72,319
(+5.5) (+2.0) (+12.3) =) (+4.7)
1993-94 54,315 20,366 2,005 32 76,718
(+7.1) (+4.1) (-) (-) (+6.1)
1994-95 (P) 58,073 20,829 2,225 37 81,164
(+6.9) (+2.3) (+11.0) (+15.6) (+5.8)
P . Provisional.
Note . Figures in brackets indicate percentage variations over the previous year.

Source : Central Electricity Authority.

Table IV - 12 : Source wise Targets, Gencration and Achievement of Electric Power

(Billion KWH)

Source April-March
1992-93 1993-94 1994-95 (P)
Target Genera- Percentage Target Genera- Percentlage Target  Genera- Percentage
tion Achievement tion Achievement tion Achievement
1 2 3 4 S 6 7 8 9 10
1. Thermal 229.0 224.4 98.0 243.2 247.8 101.9 274.7 262.9 95.7
(+8.2) (+7.7) (+6.2) (+10.4) (+13.0) (+6.1)
2. Hydel 66.3 69.8 105.3 67.5 70.3 104.1 69.0 82.5 119.6
(+2.2) (-3.9) (+1.8) (+0.7) (+2.2) (+17.4)
3. Nuclear 7.4 6.7 90.5 6.0 5.4 90.0 8.3 5.6 67.4
(+7.2) (+19.6) (-18.9) (-19.4) (+38.3) (+3.7)
4. Total 302.7 301.0 99.4 316.7 323.5 102.1 352.0 351.0 99.7
(+6.8) (+5.0) (+4.6) (+7.5) (+11.1) (+8.5)
P : Provisional.
Note : Figures in brackets represent variations over the previous year.

Source : Central Electricity Authority.
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Table IV - 12A : All India/Region-Wise Demand and Supply of Electricity and Deficit

(Billion KWH)

1992-93 1993-94 1994-95 (P)
Region Requirement Availability Deficit Requirement Availability Deficit Requirement Availability Deficit
(Percentage) (Percentage) (Percentage)
I 2 3 4 5 6 7 8 9 10
Northern Region 92.2 87.0 5.6 97.3 90.5 7.0 104.7 97.1 7.3
Western Region 93.7 88.5 5.6 99.6 95.7 3.9 110.3 106.0 3.9
Southern Region 79.9 71.8 10.1 84.7 77.4 8.6 93.0 85.6 8.0
Eastern Region 35.8 29.4 17.9 37.9 32,5 14.2 40.3 35.1 12.9
North-Eastern 3.7 3.1 16.2 3.7 33 10.8 3.9 3.4 12.8
Region
All India 305.3 279.8 8.4 323.2 299.4 7.4 352.2 327.2 7.1
P : Provisional.

Source : Central Electricity Authority.

Table 1V-13 : Crude Oil and Petroleum Refinery Products

(Thousand Tonnes)

Item April-March
1992-93 1993-94 1994-95(P)
1 2 3 4
A) Crude Oil
a) Production (i+ii) 26,950 27,026 32,230
(-11.2) (+0.3) (+19.3)
(i) On-shore 11,204 11,651 12,017
(-1.6) (+4.0) (+3.1)
(ii) Off-shore 15,746 15,375 20,213
(-17.0) (-2.4) (+31.5)
b) Imports (Gross) 29,247 30,822 27,349
(+21.9) (+5.4) (-11.3)
B) Petroleum Refinery Products
a) Production 50,359 51,084 52,835
(+4.2) (+1.4) (+3.49)
of which :
(i)  Naphtha 4,586 4,666 5,573
(+0.9) (+1.7) (+19.4)
(ii) Kerosene 5,199 5,266 5,261
(-2.6) (+1.3) (-0.1)
(iii) High Speed 18,289 18,809 19,593
Diesel Oil (+5.1) (+2.8) (+4.2)
b) Imports (Gross) 11,283 12,076 13,951
(+19.5) (+7.0) (+15.5)
of which :
(i) Naphtha - ~ -
(i) Kerosene 3,463 3,946 4,240
(+2.9) (+13.9) (+7.5)
(iit) High Speed 7,159 7,555 8,637
Diesel Oil (+34.3) (+5.5) (+14.3)
p. : Pravisional.
Note : Figures in brackets represent percentage variations over the previous year.

Source  : Ministry of Petroleum and Natural Gas.
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Table IV - 14 : Output of Selected Heavy Mechanical Industrics
ltem Unit April - March
1992-93 1993-94 1994-95(P)
1 2 3 4 5
1. Automobiles
1) Passenger cars ‘000 Nos. 162.6 209.8 244.6
(-1.2) (+29.0) (+16.6)
i) Commercial vehicles 133.2 145.3 195.0
(-11.1) (+9.1) (+34.2)
i) Jeeps " 39.3 48.0 48.7
(+42.9) (+22.1) (+1.5)
2. Scooters, motor cycles ? 1,509.8 1,756.7 2,192.¢
& mopeds (-5.9) (+16.4) (+24.7)
3. Structurals '000 Tonnes 158.5 150.9 148.6
(+5.2) (-4.8) (-1.5)
4. Steel castings** " 359.4 360.9 383.2
(-8.6) (+0.4) (+6.2)
5. Diesel engines** ” 1,681.9 1.673.4 1.619.8
(+0.4) (-0.5) (-3.2)
6. Railway wagons (in terms 25.0 19.3 14.7
of four wheelers) (-0.8) (-22.8) (-23.8)
7. Road rollers Nos. 35.0 53.0 200.0
(-81.9) (+51.4) (+277.4)
8. Lifts ” 3,283.0 3,696.0 3,390.0
(+13.8) (+12.6) (-8.3) .
9. Tractors '000 Nos. 146.4 138.7 157.8
(-12.0) (-5.3) (+13.8)
P . Provisional.
** . Includes production from small-scale sector.
Note : Figures in brackets indicate percentage variations over the corresponding period of the previous year.
Source : Ministry of Industry, Government of India.
Table IV-15 : Output of Selected Light Mechanical Engineering Industries
[tem Unit April - March
1992-93 1993-94  1994-95(P)
1 2 3 4 5
Typewriters 000 Nos. 108.9 78.9 85.0
(-6.0) (-27.5) (+7.7)
Bicycles " 6,964.4 7,775.2 8,901.9
(-2.6) (+11.6) (+14.5)
Sewing Machines 127.0 111.8 99.3
(-15.0) (-12.0) (-11.2)
Razor Blades Mill. Nos. 3,099.3 3,445.0 3,251.8
(-190.6) (+11.2) (-5.6)
Wrist Watches " 9.7 8.4 7.1
(+2.1) (-13.4) (~15.5)
P . Provisional.
Note . Figures in brackets indicate percentage variations over the previous year.

Source : C.S.0. and Ministry of Industry, Government of India.
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ftem Unit April - March

1992-93 1993-94 1994-95(P)
1 2 3 4 5
A. Light Electrical Engineering
1. Electrical Lamps
1) Incandescent Mill.Nos. 3031 325.6 371.0
(+5.0) (+7.4) (+13.9)
i11) Fluorescent " 69.4 76.3 92.0
(-4.0) (+9.9) (+20.6)
2. Electrical Fans** 5.1 0.1 9.9
(-3.8) (+19.6) (+62.3)
3. Radio Receivers '000 Nos. 245.1 151.9 209.8
(-13.0) (-38.0) (+38.1)
4. Storage Batteries " 2,653.9 2,869.1 3,082.3
(-30.5) (+8.1) (+7.4)
S. Dry Cells Mill. Nos. 1,192.5 1,285.2 1,288.9
(-8.5) (+7.8) (+0.3)
6. Domestic Refrigerators '000 Nos. 997.1 1,289.2 1,641.3
(-12.0) (+29.3) (+27.3)
B. Heavy Electrical Engincering

1. Power Transformers Mill.KVA. 34.8 33.4 40.6
(+1.2) (-4.0) (+21.6)
2. Electric Motors Mill.H.P. 5.3 6.1 6.7
(-13.0) (+15.1) (+9.8)
3. Power Driven Pumps '000 Nos. 523.5 470.9 513.0
(-1.5) (-10.0) (+8.9)

P

A’k

Note

Source

. Provisional.

. Includes production from the small-scale sector.

: Figures in brackets represent percentage variations over the previous year.

: Ministry of Industry, Government of India.
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Table I1V-17 : Production of Non-ferrous Metals
(Thousand Tonnes)

Item 1992-93 1993-94 1994-95 (p)

1 2 3 4
Virgin Metals

1. Aluminium 487 460.7 482.6

(-4.8) (-5.4) (+4.8)

2. Copper 47.0 52.0 46.1

(+4.2) (+10.6) (-11.5)

3. Zinc 126.5 141.5 149.1

(+34.9) (+11.9) (+5.3)

4. Lead 40 28 43.8

(+26.2) (-29.9) (+56.7)

Semi-Manufactures
1. Aluminium

a) Sheets and circles 84.9 100.9 114.5
rolled products (+1.2) (+18.8) (+13.4)
b) Wire rods for 25.6 27.2 27.6
aluminium conductors (-55.0) (+6.1) (+1.4)
steel reinforced
(ACSR/AAC)
2. Copper/Brass sheets and 22.9 . 365 40.9
circles rolled products (-17.3) (+59.1) (+12.1)
P : Provisional.
Note . Figures in brackets represent percentage variations over the corresponding period of the previous year.
Source : Office of the Economic Adviser, Ministry of Industry, Government of India.

Table IV - 18 : Jute Textiles
(Thousand tonnes)

Item Year Hessian Sacking Carpet Others Total
(April-March) backing
1 2 3 4 5 6 7
Production 1992-93 317.9 659.3 31.3 301.9 1,310.4
(-6.1) (+1.4) (+25.2) (+14.1) (+2.5)
1993-94 341.8 784.3 23.4 268.6 1,448.1
(+7.5) (-19.0) (-25.2) -1.1) (+10.5)
1994-95(P) 333.5 689.6 325 318.6 1,374.2
(-2.4) : (-12.1) (+38.9) (+6.7) (-5.1)
Consumption 1992-93 217.8 626.2 1.6 252.7 1,098.3
(+18.4) (-3.5) (-57.9) (+3.6) (+1.7)
1993-94 242.3 752.5 1.7 243.0 1,239.5
(+11.2) (+20.2) (+6.3) (-3.8) (+12.9)
1994-95(P) 245.7 679.9 2.2 2442 1,172.0
(+1.4) (-9.6) (+29.4) (+0.5) (-5.4)
Year-end 1992-93 22.8 19.8 7.0 © o 15.4 65.0
Stocks (+12.3) (+8.8) (+233.3) (+55.6) (+28.7)
1993-94 26.1 23.1 33 16.6 69.1
(+14.5) (+16.7) (-52.9) (+7.8) (+6.3)
1994-95(P) 27.8 19.1 1.2 15.2 63.3
(+6.5) (-17.3) (-63.6) (-8.4) (-8.4)
P : Provisional.
Note : Figures in brackets represent percentage variations over the preceding year.

Source : Ministry of Textiles, Office of the Jute Commissioner, Government of India.
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Table IV - 19 : Rubber

(Thousand Tonnes)

Item April - March
1992-93 1993-94 1994-95(P)
1 2 3 4
Production 513 548 596
(+7.1) (+6.8) (+8.8)
Natural 393 435 471
(+7.1) (+10.7) (+8.3)
Synthetic 58 50 61
- (-13.8) (+22.0)
Reclaimed 62 63 64
(+14.8) (+1.6) (+1.6)
Imports 67 84 73
(+24.1) (+25.9) -13.1)
Natural 16 21 9
(+14.3) (+31.3) (-57.1)
Synthetic 50 63 64
(+25.0) (+26.0) (+1.6)
Total Availability 580 632 669
(+8.8) (+9.0) (+5.9)
Natural 409 456 480
(+7.3) (+11.5) (+5.3)
Synthetic 108 113 125
(+10.2) (+4.6) (+10.6)
Reclaimed 62 63 64
(+14.8) (+1.6) (+1.6)
Consumption 584 623 674
(+8.1) (+6.7) (+8.2)
Natural 414 450 486
(+8.9) (+8.7) (+8.0)
Synthetic 107 110 123
(+0.9) (+2.8) 11.8
Reclaimed 62 63 65
(+14.8) (+1.6) (+3.2)
Consumption Met Through
Imports (%) 11.5 13.5 10.8
Natural 3.9 4.7 1.9
Synthetic 46.7 57.3 52.0
Year-End Stocks 86 93 90
(-10.4) (+8.1) (-3.2)
Natural 71 77 70
(-12.3) (+8.5) (-9.1)
Synthetic 12 14 17
(+9.1) (+16.7) (+21.4)
Reclaimed 3 2 3
(+25.0) (-33.3) (+50.0)
P . Provisional.
Note . Figures in brackets represent percentage variation s over the preceding year.

Source : Rubber Board, Government of [ndia.
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Table IV-20 : Production of Tyres,Tubes and Footwear
(Mill. numbers)
Year Automobile Tyres Automobile Bicycle Rubber
Tubes Tyres Footwear
(April-March) Total of which
Giant Tyres
1 2 3 4 5 6
1991-92 16.4 6.1 12.9 22.5 24.7
(-4.8) (-0.5) (+0.2) (-9.3) (-18.9)
1992-93 16.5 6.6 13.3 19.3 28.4
(+0.6) (+8.4) (+3.3) (-14.0) (+15.1)
1993-94(P) 1.9 7.1 17.0 12.3 35.5
(+14.3) (+6.9) (+28.2) (-36.2) (+24.8)
1994-95(P) 21.2 7.8 17.0 9.9 33.3
(+12.6) (+11.8) (=) (-19.6) (-6.0)
P : Provisional.
Note . Figures in brackets represent percentage variations over the preceding year.

Source : Central Statistical Organisation.
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(Thousand Tonnes)

Item April-March
1992-93 1993-94 1994-95(P)
1 2 3 4
. Fertilizers
a. Nitrogenous Fertilisers 7,497.6 7,383.6 7,951.4
(N content) (+3.6) (-1.5) (+7.7)
b.  Phosphatic Fertilisers 2,375.9 1.847.1 2,459 .1
(P, Q) (-6.3) (-22.3) (+33.1)
. Inorganic Chemicals
a. Caustic Soda 1,072.8 1,109.7 1,112.3
(+3.5) (+3.4) (+0.2)
b. Soda Ash 1,391.5 1,544.9 1,450.1
(-1.2) (+11.0) (-6.1)
. Paints and Varnishes* 299.3 308.4 397.0
(-0.9) (+3.0) (+28.7)
. Soaps* 1,457.2 1,460.9 1,465.2
(-5.8) (+0.2) (+0.3)
. Synthetic Detergents 279.5 307.7 3359
(+16.5) (+10.1) (+9.2)
. Drugs & Pharmaceuticals
(Rs. Crore)
i} Bulk Drugs 1,045.0 1,320.0 1,450.0
(+16.1) (+26.3) (+9.8)
ii) Formulations 5,520.0 6,900.0 7,300.0
(+15.0) (+25.0) (+5.8)
. Petrochemicals
i) Low Density Polyethylen 151.8 168.7 256.1
(LDPE) (+73.3) (+11.1) (+51.8)
ii) PVC Resins 250.0 315.6 324.1
(+61.1) (+26.2) (+2.7)
i1i) DMT/PTA 124.2 113.2 138.6
(~3.4) (-8.9) (+22.4)
iv) Caprolactum 42.6 73.3 75.5
(+18.7) (+72.1) (+3.0)

: Provisional.

© Includes production in Small-scale Sector.

1) Ministry of Industry, Government of India

. Figures in brackets represent percentage variations over the corresponding period of the preceding year.

ii) Department of Chemicals and Petrochemicals, Ministry of Chemicals and Fertilisers, Government of India.
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Table I1V-22 : Balance Sheet of Sugar

(October-September)

(Lakh tonnes)

Item 1992-93 1993-94 1993-94 1994-95

(Oct- June) (Oct- June)

1 2 3 4 S

1. Opening Stock 49.02 32.25 32.25 30.88@
(47.21) (-34.21) (-4.25)
2. Production 106.09 98.33 95.71 141.88
(-20.88) (-7.31) (48.24)
3. [mport - 20.00 N.A. -
4. Total Supply 155.11 150.58 127.96 172.76
(1+2+3) (-7.34) (-2.92) (35.01)

5. Internal 118.75 119.60 85.68 79.11*
Consumplion (5.32) 0.72) (-7.67)
6. Exports 4.11 0.10 - -

(-26.87) (-97.57)

7. Total off-take 122.86 119.70 85.68 79.11*
(5+6) (3.79) (-2.57) (-7.67)
8. Closing Stock 32.25 30.88 42.28 93.65
4-7) (-34.21) (-4.25) (121.50)

+ . This is the total imports of which some quantities arrived in the next season 1994-95.
@ : Including stocks of imported sugar.
* Including off-take of imported sugar.

N.A. : Not Available.

Nore : Figures in brackets are percentage variation over the previous year/period.

Source : Indian Sugar Mills Association.
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Table [V-23 : Sugar Releases During 1992-93, 1993-94 and 1994-95 Seasons.
(Lakh tonnes)

1992-93 1993-94 1994-95

Month Levy Free-sale Total Levy Free-sale Total Levy Free-sale Total

1 2 3 4 5 6 7 8 9 10
October 4.11 7.35 11.46 3.92 7.00 10.92 3.80 7.00 10.80
November 3.50 6.50 10.00 3.66 7.20 10.86 3.48 7.00 10.48
December 3.50 6.20 9.70 3.52 6.10 9.62 3.36 6.10 9.46
January 3.50 5.35 8.85 3.51 5.75 9.26 3.35 5.75 9.10
February 3.50 5.50 9.00 3.52 5.65 9.17 3.88 5.75 9.63
March 3.50 6.50 10.00 3.50 6.00 9.50 3.35 T 6.15 9.50
April 3.50 6.50 10.00 3.31 5.45 8.76 3.35 6.30 9.65
May 3.50 6.50 10.00 3.34 4.90 8.24 3.35 6.70 10.05
June 3.50 6.25 9.75 3.36 5.60 8.96 3.35 7.00 10.35
July 3.50 6.30 9.80 3.36 6.00 9.36 3.50 6.90 10.40
August 3.50 6.20 9.70 3.40 5.75 9.15 3.50 6.70 10.20
September 3.50 6.20 9.70 3.65 5.75 9.40 3.51 6.70 10.21
Total 42.61 75.35 117.96 42.05 71.15 113.20 41.78 78.05 119.83
Monthly Avg. 3.55 6.28 9.83 3.50 5.93 9.43 3.48 6.50 9.99

Source : Indian Sugar Mills Association.
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Table IV - 24 : Production, Consumption and Stock Position of Yarn

(Million Kgs.)

Item April - March
1992-93 1993-94 1994-95(P)
1 2 3 4
Instatled Capacity (In Millions) 28.1 28.6 30.4
(Spindles)
Capacity Utilisation (%) 78 84 81
(Spindles)
A. Production (i+ii+iii+iv) 1,941 2,142 2,090
(+7.5) (+10.4) (-2.4)
i) Cotton Yarn 1,523 1,622 1,586
(+5.0) (+6.5) (-2.2)
ii) Blended/Mixed Yarn 247 305 346
(+5.6) (+23.5) (+13.4)
iii) 100 per cent Man-made 125 140 158
Fibre Spun Yarn (+2.5) (+12.0) (+12.9)
iv) Cotton Yarn by SS Spg. Units 46 75 110
(-) (+63.0) (+46.7)
B. Domestic Consumption
(all yarn)(i+ii) 1,430 1,483 1,473
(+7.8) (+3.7) (-0.7)
i) Mill Sector + + 190 158 109
(-16.7) (-16.8) (-31.0)
ii) Dececatralised Sector + 1,240 1,381 1,364
(+12.9) (+11.4) (-1.2)
C. Exports (Cotton Yarn)
i)  Quantity 129 179 229
(+2.4) (+38.8) (+27.9)
i) Value (Rs. crore) 1,167 1,609 2,613
(+18.0) (+37.9) (+62.4)
D. Yeur-end Stocks (Unsold)
(Cotton yarn) 59 39 73
(+5.4) (-33.9) (+87.2)

r weaving cloth only.

Including deliveries of cotton yarn to hosiery and other purposes.

P Provisional.

++ : Relates to consumption fo
+

Note : Figures in brackets repre
Source . Office of the Textile Com

sent percentage variations over the previous year.

missioner, Ministry of Textiles, Government of India.
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Table 1V - 25 : Production, Consumption and Stock Position
of Cotton and Man-made Textiles

(Million square metres)

April - March

[tem T
1992 93 1093.94 1904950
| 2 3 }
Instatled Capaciy 000s) (Looms) 138 150 (RIS
( 0.5) (-5.1) (]
Capacity Utlisation (%) (Looms) Sl 54 50
(-8.9) (+5.9) (-7.4)
A. Production (i+ii) 25.475 27,898 28,2906
(+10.4) (+9.5) (+1.4)
1Y Mill Sector (a+hb+to) 2,000 1,990 1.782
(~15.8) (-0.5) (-10.5)
1) Cotton Fabrics 1,407 1,356 1,159
(- [4.8) (-3.0) C14.9)
b)  Blended/Mixed IFabrics 532 575 509
(-20. 1) (+&.1) (-11.0
¢) 100 per cenl Man-made 0l 59 54
Iiibre Trabrics (+3.4 (-3.3) (-8.5)
iy Decentralised Sector (a+b+e+d) 23,475 25,908 26514
(+13.3) (+10.4) (+2.3)
a)  Couon labrics 14,936 16,434 16.319
(114.9) (4 10.0) (-0.7)
b)  Blended/Mixed Fabrics 2,152 2,580 3,022
(+5.2) (+19.9) (+1E7.1)
C) 100 per cent Man made 5,957 6,468 6,747
Fibre Fabrics (+15.2) (+8.0) (+4.3)
d)y  Khadi Wool Sitk 430 426 426
(+10.5) (-0.9) (-)
B. Domestic Consumption (all cloth)+ 20,411 22,971 23,182
(+4.5) (+12.5) (+0.9)
C. Ycar-end Stocks (unsold) + + 98 85 50
(all cloth) (-15.5) (-13.3) (-5.9)
D. Exports Cotton Fabrics (mills/
powcerlooms, made up, handloom) 15.129 19,581 23,985
(Rs. crore) {(+35.7) (+29.4) (4 22.5)
P o Provisional.
- o Relates o total availability.
+ + © Retates to mill sector only.

Source - Office of the ‘Textile Commisstoner, Minisiry of ‘Texules, Government of India
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Table IV - 26 : Paper, Paper Boards and Newsprint
(Production and capacity in lakh tonnes)
Yoeur Installed Production Capacity Unilisation
(As at the end of December) Capacity Ratio (per ceny)
I 2 3 4
A) Paper and Paper Boards
{991 92 336 20 626
(+2.h
1992-93 345 21.3 614
(+0.9)
1993-94 37.9 227 59.9
(+6.0)
1994-95 (P) 38.4 25.1 654
(+10.6)
B) Newsprint
1991-92 3.1 2.9 93 .
(+7.4)
1092-93 3.7 3.4 91.9
(+17.4)
1993-94 5.4 3.6 a6 O
(+5.9
1994-95 (P) 5.6 4.0 714
(+11 D
P o Provisional.
Note o Figures in brackets indicate percentage variation over the corresponding period of the previous year.

Source : Indian paper mills association and Central Staustical Organisation,



CHAPTER V

MONETARY AND BANKING DEVELOPMENTS®

Monctary Developments
Highlights

A major feature ol the monctary
developments in 1994-95 was the marked growth
in broad moncy (M), ou account ol both
domestic and external sources. Net foreign
exchange assets of the banking sector increased
sharply. especially during the first half of 1994.
95, while the expansion in bank credit to
commercial sector turned out 1o be significantly
farge i rhe latter half ot the vear. For the first
tirne in alimost two decades, monetised deficit
had very litile influence on monerary expansion.
Growth i narrow mouey (M) at 27.0 per cent
was the highest since 1971-72.

Overall Trends in Money Supply

Broad money recorded a high growth of 22.2
per cent m 1994-95 against 18.4 per cent last
year (Table V-1). This was the third time since
1971-72 when the rate of money supply growth
exceeded rwenty per cent, the other two
nceasions being 1976-77 and 1978-79. Two
factors, viz., the phenomenal expansion in other
hanks’ credit to the commercial sector and the
larae capital inflows, primarily contributed o
this order ot expansion, which was way ahead
of the projected growth of 14-15 per cent for the
year.

Narrow money (M) registered the highest
rowth rate on the top of a sharp increase ol
1.5 per cent in the previous vear. Currency

ath the public o expanded by 22.5 per cent
(20.5 per cent last vear), which was the peak

44
B
P

W

* s Chapier 1s based on mformation/data avalable
up 1o end-September, 1995

rate recorded in the past tese and o hatf de
The increase in agueveosnr .
Rs.77.052 crore (220 o ‘
with that of Rs.52.342 crore (17 6 pey oo
during 1993-94. The mcrease in demand depes
was particularly sharp. Tine deposits registes o
a somewhat higher growth of 19.6 po
(Rs.55,701 crore), which exceeded the averns
growth rare ot 18.2 per cent berween 0 =
and 1993-94. The expanston i “other” deposics
with RBI at Rs.855 crore was subdiiv!
compared with the mcerease of Re 12402 o
during 1993-94 (Statements 33 and 34 of Vol 1

AR

Analysis of monetary and banking daia fo
1994-95 should be done with caution, since .
include data for 27 ld-day reporting pes
(referred to here as fortnightly) for comuei o
banks as against 26 such periods i the presioe.
year. Besides, the last reporung Friday o b
year coincided with March 31, the closig day
of banks’ accounts leading to the generaily
observed phenomenon of year-cud bulge iy baxth
deposits and credit.

The year was characterised by o shiftin the
relative strength of the fuctors that contribute
to broad money growth. Net RBI credit to the
Centre increased by a relatively limited amount
of Rs.2.130 crore ( 2.2 per centd as compared
with that of Rs.260 crore (0.3 per cent) during
1993-94. More muportantly, throughout the fiscal
1994-95, net RBI credit to the Centre was
substantially lower than that of 1993-94. Other
banks™ credit to the Government which had
increased sharply by Rs.26,829 crore or 34.5
per cent in [993-94, rose at a refatively slower
pace of Rs.16,320 crore or 15.6 per cent.

With the moderation in capital iflows
during the vear under review, net foreign
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exchange asscts of the banking scctor (NFA)
increased by Rs.23,298 crore or 44.3 per cent,
much lower than the risc of Rs.28,183 crore or
115.3 per cent recorded in 1993-94. This,
however, did not alter the fact that net foreign
exchange assets have acquired growing
importance in monetary expansion in recent
years. Graph V-1 depicts the annual growth rates
of M_, net domestic assets and NFA during the
last 15 years. Evidently, the rate of growth in
NFA has been much higher than the growth rate
in net domestic assets since 1990-91.

In 1994-95, net non-monetary liabilities of
the banking sector contracted by 3.8 per cent as
against an increase of 10.9 per cent last year.
The Reserve Bank’s net non-monetary liabilities,
however, rose by Rs.3.324 crore in 1994-95 in
contrast to the decline of Rs.2,209 crore in 1993-
94 (Statements 35, 36, 38 and 39 of Vol. 1I).

Seasonal Trends

During the slack season of 1994 (end-April
to end-October), M, and all its components

Graph V-1
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showed sharper increases than in the preceding
slack season. Demand deposits with the banks
and ‘other’ deposits with RBI in particular
registered substantial growth in contrast to
absolute decline in the previous season. Time
deposity expanded by Rs.26,232 crore or 9.0
per cent during the 1994 slack scason as
compared with that of Rs.19,996 crore or 8.0
per cent in the previous slack season. M growth
was mainly contributed by the upsurge in net
foreign exchange assets of the banking sector
as well as in bank credit to the commercial
sector. Net bank credit to Government, however,
decelerated mainly on account of a slower pace
of expansion in other banks’ credit to the
Government.

During the busy scason of 1994-95 (end-
October to end-April), both M and M,
registered subdued expansion compared (o the
position obtained in the previous busy season.
Broad money growth decelerated from 12.5 per
cent in 1993-94 o 8.5 per cent in 1994-95.
Currency with the public, however, expanded
at a much faster pace of 19.0 per cent (16.9 per
cent in last busy season). Both demand deposits
and time deposits recorded decelerated growth.
Source-wise, net bank credit to Government
increased primarily duc to large expansion in
net RBI credit to the Centre as other banks’
credit to Government remained modest. While
bank credit to commercial sector exhibited a
marked growth, net foreign exchange assets of
the banking sector decelerated (Statement 40 of
Vol. [I).

Reserve Money and Net Domestic Assets of
the Reserve Bank

Unlike in 1993-94, when the rate of
expansion in reserve money exceeded that of
M., reserve money expansion, in 1994-95 of
22,1 per cent was almost equal to the rate of
growth of broad money (22.2 per cent). Growth
inreserve money had two features: it was driven
by large capital inflows in the first half of the
year, and by Reserve Bank’s support to banks

and financial institutions in the second hall with
the Reserve Bank injecting substantial amounts
to moderate the rates in the inter-bank call
money market. Component-wise, currency with
the public rose by Rs. 18,488 crore or 22.5 per
cent, while bankers™ deposits with Reserve Bank
increased by Rs. 10,467 crore or 20.6 per
cent.(Table V-2 and Statements 37,38 and 39
of Vol. 11).

Net Reserve Bank credit to the Central
Government increased modestly by Rs.2,130
crore or 2.2 per cent. The average fortightly
net credit ro the Centre by the Reserve Bank,
however, declined by Rs.550 crore as against a
large increase of Rs. 10,302 crore in 1993-94.
The Reserve Bank’s claims on commercial and
co-operative banks increased sharply by
Rs.7,918 crore (142.6 per cent) as against a
decline of Rs.4,333 crore (43.8 per cent) in the
preceding year, reflecting inrer alia, the general
pick-up in the overall credit to the commercial
sector in response (o recovery in industrial
activity. Consequently, the net domestic assets
of the Reserve Bank recorded an increase of
Rs.7,309 crore or 8.4 per cent as against a
decrease of Rs.882 crore or 1.0 per cent. The
net foreign exchange assets of the Reserve Bank
rose by Rs.23,298 crore or 45.3 per cent as
compared with a phenomenal increase ot Rs.
28,775 crore or 127.1 per cent in 1993-94.

Some Monctary Relationships

As the growth rate of M, was higher, albeit
marginally, than that of reserve money, the
incremental money multiplier edged up in 1994-
95 to 3.15 from 2.42 in 1993-94. The average
broad money multiplier on the other hand,
dropped: it was 3.124 in 1994-95 as against
3.244 last year as both currency to deposit (C/
A1) and bank reserves to deposit (BR/AD) ratios
have continued to move up (Graph V-2), partly
due to capital inflows, and the rise in bank
reserves reflecting the monetary policy
initiatives.
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Graph V-2

Average Monctary Ratios
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As the monetary growth has been high
because of large accretion of net foreign
exchange assels, monetary management
renmained tight. These assets of the Reserve Bank
a8 a ratio to currency in circulation(NEFA/C) has
gone up sharply i 1993-94 and 1994-95 and
reached a peak of 75.5 per cent in September
1994, Tv needs o be recognised that a higher
NEAC ratio at a ome of rapid capital inflows
cesuies that the central bank has the wherewithal
tueet the capttal outtlow. To would, theretore,
be e prudent peltey to increase currency by less
than the increase in net foreign exchange asscts
fStatement 41 of Vol 1.

Monctary Equilibrium

Although the supply of money (M) has
increased rapidly in the last two years, it bas
borne a relaton with the demand for money. In
cyquilibrium, both the supply of money and
Jdemand tor money should equal. In the short
rinn. however, this may not be achieved due to

operation of lags. In general, the demand for
money would go up when money incomes go up
and go down when short-term interest rates move
up. In India, this proposition has been found to
be generally valid, and the demand for money
in India according (o most ¢mpirical
investigations, has been stable over fine (Box
V-1}.

Income Velocity of Money

One of the indicators of the state of the
demand for money s grven by the movements
in the income velocity of money. The income
velocity of broad mouney which was at about 2.2
in 1981 has shown an downward drilt,
notwithstanding the yeariy oscittauons in i
Graph V-3 gives the yearly movements as well
as the time rend in the income vetocity ol broad
money. The trend suggests that money demand
has been on the rise, mainly in response to the
icrease m income (Statement 42 of Vol.ll).
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Graph V-3

Income Veloeity of Broad Money & M, Growth Rate
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Monctary Trends During April-September
1995

During the period April-September 1995,
both M, and M| grew at the lower rates of 0.6
per cent and 3.6 per cent, respectvely, as
compared with those of 8.1 per cent and 10.2
per cent recorded in the correspondimg period
last year ¢ Statements 34 and 36 of Vol.ily. The
substantially lower expansion i monetary aggre-
gates 15 partly attributable to the unprecedented
inerease in the scheduled commercial banks’
aggregate deposits by Rs.20,161 crore during
the last formight of March 1995, This has
resulted in considerable musreading of the
underlving trends in the monetary aggregates
during the current year. On shifting the base
the preceding reportng Friday e, March 17,
[U9S. M growth at 7.4 per cent, although
comparable, s sull Tower than the rate of 10 |

M growth rae

per cent recorded in the corresponding period a
year ago. An important feature of monctary
developments during 1995-96 was that unlike
the preceding year, monetary expansion during
[995-96 was contributed by a large monetised
deficit. Currency with the public grew at a laste
pace while demand deposits decelerated sharply,
Time deposits recorded a lower increase in both
absolute as well as percentage termy than b tlie
previous year. Net bank credit to the
Government recorded a large mcrease of
Rs. 13,507 crore (6.1 per centy as compared with
Rs.4.687 crore (2.3 per cent) last year. Other
banks™ credit was smaller at Rg.6.789 crore vy
da-vis Rs. 13,258 crore i 1994-95. The expansion
in broad money wias, however., moderated by
the dechine in net toreign exchange assets ot the
hanking sector by Rs.2,857 crore as comparced
with the ncrease of RsU 15,596 crore in the
comparable period of 1993-94.
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Box V-1

Demand for Money

Money demand is not a statistical datun : itis essentially a behavioural concept which is best understood
when it is expressed in a functional form. The main determinants of a money demand [unction are: a
scale variable (usually real GDP or Wealth), and one or two opportunity cost variables (short-term
interest rate or inflation rate or exchange rate). The demand for money is expressed in real terms. Lags
are sometimes introduced in the moncy demand functions to distinguish the short-run behaviour from the
long-run one. More recently, {inancial innovations have been regarded as wiclding important influence
on the demand for money, and are therefore, introduced as an independent variable in the money demand
function.

The empirical investigations on the money demand in India have been several and date back to the
fifties. Almost all studies show the influence of real income on the demand for real money to be
predominant. They also indicate money demand to be stable, notwithstanding the suggestion, though not
conclusive, of some recent studies about the presence of structural break/instability. Sophisticated error
correction models seem to suggest the continued maintenance of reasonable stability in India’s money
demand function.

Monetary authorities are interested in the stability of money demand, since it facilitates the very formulation
of monctary policy itself. In India, the historical data on both interest rates and prices do not capture the
market forces; as a result, their elasticities are o be interpreted with caution.

However, the income clasticity ol the demand for money in India unlike in developed countries, has
remained well above unity, with a downward drift in its value over time with inclusion of data relating to

recent years.

Reserve money grew at a subdued pace of
3.2 per cent in 1995-96 (April-September) as
compared with the rate of 5.6 per cent recorded
last year (Statement 39 of Vol.ll). Unlike last
year when much of the reserve money growth
emanated from large scale capital inflows, the
increase in reserve money this year was engen-
dered by the sharp increase of Rs.6,718 crore
in net RBI credit to the Government in contrast
to the decline of Rs. 10,571 crore last year. As
the RBI's net foreign exchange assets declined
by Rs.2,857 crore as against the considerable
accretion of Rs.15,596 crore last ycar, net
domestic assets rose by Rs.8,194 crore which
was over one and a half times the expansion in
reserve money.

Currency and Coinage

During 1994-95, the composition of
currency in circulation remained mostly

unchanged compared with that of the previous
year. The share of notes in circulation (o
currency in circulation which has been rising in
the ’nineties remained at the previous year’s
proportion of 97.7 per cent. The share of rupee
coins increased marginally while that of small
coins recorded a small decline. During the first
half ot 1995-96, currency expansion at Rs.6,192
crore or 5.9 per cent was higher than that of
Rs.3,482 crore or 4.1 per cent recorded during
the comparable period last year.

Denomination-wise the share of notes of
Rs.50 and higher denominations has risen in line
with long-term trends. The share of notes
denominated as Rs.500 has increased sharply
from 7.1 per cent in 1992-93 to 13.5 per cent in
1993-94. The share of all other denominations
declined except that of Rs. 10 which rose mar-
ginally.
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Issue of Coins and Notes

The Tollowing commemorative coins were
issued for general circulation during 1994-95:

(a) Rupee one coin (Stainless Steel) with the
themes of the “International Year of the Family™
on the occasion of the International Year of the
Family-1994.

(h) Rupees two coin with eleven sides and
with the themes (1) “Water for the Lite™ on the
occasion of World Food Day, (i) "Agri EXPO-
1995” on the occasion of International
Agriculture Fair.

(c) Rupees five coin with the themes (i)
“World of Work™ on the occasion of the 75th
Anniversary of International Labour
Organisation, (i) “50th Anniversary of United
Nations™ on the occasion of the 50th Anniversary
ol United Nations-1995.

The following new series of notes were
issued by the Reserve Bank in the denomination
of Rs.10/- and Rs.20/- bearing the signature of
the Governor, Dr. C. Rangarajan.

(a) Rs.10/- (Shalimar Garden Design) notes
with capital letter “C” inset in the numbering
panel.

(b) Rs.10/- (Shalimar Garden Design) notes
with capital letter “ID7 inset in the numbering
panel.

(¢) Rs.20/- denomination notes with capital
fetter “B7 inset in the numbering panel,
incorporating Satyamev Jayate below the Ashoka
Pillar emblem.

Lost, Destroyed and Mutilated Notes
During the year 1994-95, claims numbering

2.05 lakh ¢2.02 lakh claims last year) were
received from various oflices of the Reserve

Bank with respect to mutilated notes wvolving
371.8 lakb pieces (292,82 lakh pieces last year)
valued at Rs. 34.85 crore (Rs. 27.01 crore last
vear). Out of these, 1.62 lakh claims in respect
of 366.6 lakh picces amounting to Rs. 34.92
crore were approved for payment during the year
which was higher than the approved claims of
Rs. 30.99 crore in 1993-94.

The agpregate value of claims at all banks
comprising the Reserve Bank, State Bank of
India and its Associates and other public sector
hanks amounted to Rs. 109.8 crore (Rs. 121.00
crore last year). Despite the delegation ot full
powers to the SBI group and other public sector
banks for acceptance and payment with respect
to mutilated notes under the RBI Note Refund
Rules the number of claims received by the
Reserve Bank continued to be higher: its share
rose sharply from 22.3 per cent (Rs. 27.01
crore) in 1993-94 to 31.74 per cent (Rs. 34.85
crore) in 1994-95. The share of claims received
by the State Bank of India registered a modest
increase from 27.8 per cent (Rs. 33.68 crore)
in 1993-94 to 28.3 per cent (Rs. 31.08 crore) in
1994-95 while that of other public sector banks
declined trom 50 per cent (Rs. 60.40 crore) to
40 per cent (Rs. 43.9 crore) over the same
period. The State Bank of India and other public
sector banks together accounted for more than
two thirds of total clauns received and 64.5 per
cent of the amount approved for payment.

Note Forgeries

According to mformaton received Irom
National Crime Records Bureau, New Delhi,
the volume of forged/counterleit notes in
circulation has declimed further in 1994-95. The
total number of forged/counterfeit notes in
circulation declined sharply from 9 826 picces
n 1993-94 10 6,997 picces in 1994-95. The value
of forged notes detected, however, rose
marginally from Rs. 3.91 laukh in 1993-94 (o
Rs. 3.96 lakh o 1994-95.
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Currency Mangement

The supply of fresh notes continues to be
madequate with respect 1o demand requiring
salvaging of reissuable notes to the extent
possible o bridge the gap. Apart from
modernisation and additonal capacity creation
at the existing presses, (wo new note presses at
Mysore and Salbont are being commissioned
under the aegis of the newly incorporated
Bharatiya Reserve Bank Note Mudran Private
Limited, to augment production of fresh notes
by 80 per cent of the present capacity by the
year 2000. In line with the ongoing coinisation
programme, the Reserve Bank has continued to
change the product mix of printing and coini-

sation by gradually phasing out the printing of

Rs. /-, Rs. 2/- and Rs. 5/- notes.

Banking Developments
All Scheduled Commercial Banks

Highlights

The scheduled commercial banks witnessed
major changes in their operations during che

fiscul year 1994-95. There was a large accrual
of aggregate deposits, particularly in the [ast
fortight ended March 31, 1995 along with an
unprecedented rise in bank credit especially non-
food credit. There was evidence of banks’
moving n favour of building up their loan
portfolios strongly in response to the recovery
i industrial actuvity.

Trends on a Point-to-Point Basis
Aggregate Deposits

Aggregate deposits of scheduled commercial
banks expanded by 22.8 per cent (Rs.71,726
crore) during 1994-95 as compared with 7.3
per cent (Rs.46,560 crore) in 1993-94 (Table
V-3) and more than 28 per cent of this growth
occurred during the last reporting fortnight of
the year which coincided with March 31, 1995,
the closing day for banks’ annual accounts
(Graphs V-5 and V-6). Inclusive of March 31,
1995 data, there were 27 reporting fortnights
during the tinancial year 1994-95, as compared
with 26 such fortnights in the previous year. As
a result, banking data for the two fiscal years

Graph V-4
Trend in Aggregate Deposits and Bank Credit
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Graph V-5

Annwalised Variation of Aggregate Deposits
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would not, strictly speaking, be comparable.
However, adjusting tor 26 fortnights, the growth
of aggregate deposits during 1994-95 of
Rs.51,566 crore (16.4 per cent) was comparable
with Rs.46,560 crore (17.3 per cent) recorded
in the financial year 1993-94. The strong growth
in aggregate deposits witnessed during 1993-94
was sustained during the first halt of 1994-95
with aggregate deposits rising sharply by
Rs.37,521 crore or 11.9 per cent, reflecting a
sharp rise in foreign capital inflows. During the
latter halt of 1994-95 excluding the last reporting
fortnight of the year, the expansion in aggregate
deposits decelerated somewhat.

Bank Credit

Bank credit showed a marked turnaround,
expanding by Rs.47,143 crore or 28.7 per cent
as compared with Rs.12,436 crore or 8.2 per
cent in the previous year. Growth in food credit
at Rs. 1,367 crore or 12.5 per cent was lower
than Rs.4,164 crore or 61.8 per cent registered

in the previous year (Graph V-7). The expansion
in non-food credit was phenomenal: it was
Rs.45,776 crore or 29.8 per cent, more than
five and halt tines the increase of Rs.8.272 crore
or 5.7 per cent recorded in the previous year.
In fact, this order of expansion in non-food credit
was not witnessed in the past 25 years. While
factors such as the better performance of real
sector (industrial sector in particular) and the
rise in imports account largely for the rise, the
expansion rate is excessive relative to the growth
of the real sector as may be seen from Table
V-4. The large expansion of bank credit created
an asset-liability mismatch which was partly
financed by the rise in non-deposit resources.
Both the credit-deposit ratio and the non-food
credit-deposit ratios registered increases. The
credit-depostt ratio moved up 1o 54.7 per cent
from 52.2 per cent while non-food credit-deposit
ratio also increased trom 48.7 per cent to 51.5
per cent. Furthermore, banks have made
available funds to the commercial sector through
investment in public sector bonds and corporate

Graph V-7

Food and Non-food Advances of Scheduled Commercial Banks*
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sector bonds and shares. Taking tnto account
such flows as well, the financial support o the
commercial sector has increased by Rs.51,800
crore during 1994-95 as compared with
Rs. 15,400 crore in 1993-94.

Investments

The commercial banks’™ investment 1n
Government and other approved securities in
1994-95 recorded a lower increase of Rs. 16,731
crore or 12.6 per cent than that ol Rs.26,866
crore or 25.4 per cent in the previous year. Their
investments in Governiment securities increased
by Rs. 16,484 crore (16.3 per cent) as compared
with Rs.25.256 crore (33.3 per cent) in 1993-
94. It may be recalled that in order 1o improve
the quality of their assetrs, the scheduled
commercial banks had invested massively in
Government securities during 1993-94. The
banks restructured their assets in 1994-95,
sfowing down their investments. Their holdings
of securities in excess of SLR requirements at
the end of March 1995, however, were estimated
at about Rs.25,000 crore.

Trends during the ¥irst Half
of the fiscal year 1995-96

During the first half of 1995-96, (from
March 31[, 1995 to September 29, [995),
aggregate deposits increased by 3.0 per cent
(Rs.11,740 crore) while bank credit increased
by 4.8 per cent (Rs. 10,229 crore). Non-food
credit during the same period increased by 5.0
per cent (Rs.9,898 crore). Given the fact that
the base date for comparisons with the past
year's information difters, 1t would be usetul o
see whether with March 17 base data, one could
get a better comparable picture of the trends in
deposits and credit (Table V-5). Aggregate
deposits berween March 17, 1995 and September
29 1995 recorded an increase of Rs.31,90]
crore whereas the increase in the corresponding
period of 1994-95 was somewhat higher. On the
other hand the rise in bank credit of the order
of Rs.19,095 crore between March 17, 1995

and September 29, 1995 was much higher than
Rs. 13,391 crore recorded in the comparable
period of 1994-95. The increase in non-food
credit at Rs. 19,643 crore was also much higher
than what was recorded (Rs. 13,304 crore)
the corresponding period of the previous year.

Trends on Average Basis

On an average basis, the movements of
major banking variables for 1994-95 showed an
altogether difterent pattern from that obtained
on point-to-point basis. Growth in aggregate
deposits (both demand and time deposits) and
bank credit were lower at 19.4 per cent
(Rs.56,697 crore) and 14.9 per cent (Rs.23,380
crore) respectively, as against 22.8 per cent
(Rs. 71,726 crore) for aggregate deposits and
28.7 per cent (Rs.47.143 crore) tor bank credit
on a point-to-point basis. Banks’ investunent in
Government securitics on an average basis, on
the other hand, registered a higher growth of
33.2 per cent (Rs.28,928 crore) as compared
with 16.3 per cent (Rs. 16,484 crore) on a poijut-
to-point hasis (Statement 49 of Volume 1.

Scctoral and Industry-wise Deployment of
Credit

Data on sectoral deployment of credit tor
1994-95 (Statement 73 of Volume H) indicate
that out of a large increase of Rs.39.378 crore
deployed by 47 scheduled commercial banks
accounting for about 86 per cent of non-food
credit 1n 1994-95, priority sector advances
increased by Rs. 10,261 crore, which was more
than double the expansion of Rs.4,048 crore in
the previous year. All the sub-sectors such as
agriculture and small scale industries have
recetved larger amount of ¢redit. However,
advances to priority sector, as proportion of net
bank credit, decreased from 35.3 per cent as on
March 18, 1994 to 33.2 per cent as on March
31, 1995.

The industry-wise deployment of gross bank
credit suggest that major industries like iron and
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steel, chemical dyes ete., which recorded Lurge
declines in 1993-94 have registered large
mcreases during 1994-95. There has been a
significant expanston in most of the other
industry groups as well (Statement 74 of Vol.11).

Advances to Priority Sector
Public Sector Banks

There has been some improvement in credit
extended to by public sector banks to the priority
sector. As per the latest data available upto
December 1994, such advances by the public
sector banks increased by Rs.7,528 crore (o
Rs.57.349 crore from Rs.49,821 crore as on the
last Friday of December 1993, As ratio to net
bank credit, it formed 37.4 per cent which was
higher than 36.4 per cent recorded in December
1993 but was 2.6 percentage points below the

stipulated level of 40 per cent (Statement 75 of

Volume [I}. Though direct agricultural advances
rose by Rs. 1,159 crore in absolute terms, they,
in relation to net bank credit, declined from [3.8
per cent to 13.0 per cent. Public sector banks’

advances to the weaker sections as a share of

net bank credit also declined from 9.0 per cent
to 8.7 per cent as against the stipulated target
of 10 per cent. Advances 1o the two sub-targets,
{.e., advances for agriculture and weaker
sections have remained far below the supulated
targets of 18 per cent and [0 per cent
respectively.

Private Sector Banks

As per the latest data available, private
sector banks’ priority sector advances rose in
absolute terms from Rs.2.357 crore in March
1993 to Rs.2.886 crore in March 1994, As a
percentage to net bank credit, it declined from
33.2 percent to 30.2 percent.

Composition of Priority Sector Advances

The composition of priority sector advances
by public and private sector banks has changed

somewhat recently (Table V-6) in that the share
of agriculture has declined in respect of both
public and private sector banks. whereas the
shares of small scale industries and others have
gone up in respect of both categories of banks.
Within agriculture. a shift from direct to indirect
agricultural advances was in evidence,

Export Credit

The export credit refinance limits of all
scheduled commercial banks increased by
Rs.682 crore (7.8 per cent) from Rs.8,713 crore
as on March 18, 1994 to Rs.9.395 crore as on
March 31, 1995, While exporr credit (Rupee)
refinance limits increased marginally by Rs.51
crore (1.9 per cent) from Rs.2,675 crore as on
March 18, 1994 to Rs.2,726 crore as on March
31, 1995, export credit refinance limits against
post shipment export credit denominated in US
Dollars (PSCFC) increased by Rs.033 crore
(10.5 per cent) from Rs.6,037 crore to Rs.6,670
crore during the period under review. Table V-7
indicates that export credit refinance lmits
showed a continuous lall during the period,
March-September 1994, In the following period,
lhowever, there was a rise reflecting the tight
money conditions in the money market.

The proportion of the outstanding export
credit to net bank credit declined from 10.4 per
cent as on March [8, 1994 to 9.3 per cent as on
March 31, 1995, while the proportion of export
credit refinance limirs of bank to their
outstanding export credit eligible for such
refinance declined from 51.3 per cent o 48.0
per cent.

Dertails of monctary and credit policy
measures tormulated during 1994-95 and
1995-96 (up to end-September) are set out in
Annexure [

Special Programmes

Special programmes in the social sector for
employment gencration and poverty cradication
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have continued 1o reman essential features ol
the country’s development strategy. Fhe Prime
Minister’s Rojoar Yopmue e PREY  wlich wa
launched on Ociober 2, 1993 1 urban arcas has
been extended to the entire country lrom April
1, 1994 with the objective of providing sestadined
cmployvment ro abont 1O iakh cducared
unemploved vouth in nicro-enterprises. Lnder
the scheme, as against o targer of 42 0 lene o
for the year 1993-94. the banks sancuoned
Rs.177.85 crore in respect ol 27850 cases. The
banks, however, disbursed only Rs.17.50 crove
in 3,626 accounts up to March 1994 1'ar the
year 1994-95 a warget of 2,39, 215 persots as
been fixed. As against this, the banks sanctioned
mn respect of 128,426 cases an amount ol
Rs.757.67 crore, while the disbursement under
the scheme during the year amounted (o
Rs.282.16 crore in 49 505 accounts The
progress achieved under various soctal sector
schemes during the vears 1993-94 and 1994-95
1s preseuted i Annexure 1.

Branch Expaunsion/Branch Licensing Policy

The branch licensing policy continued to be
liberal, with no major changes during the year
under review. Under the performance obligation
and commitments under recapitalisation,
nationalised banks which have recorded losses
in 1992-93 have committed themselves that they

would not open new branches. Installation of

Automated Teller Machines. (ATMs) and
extension counters have been permitred to banks
which hold appropriate Jicences after making a
reference to the Reserve Bank. For opening
ATMs at other places identified by banks. they
require licence from the Reserve Bank onapost
Juacto basis.

The issue of relocation of loss-makiny
branches by Regional Rural Banks (RRBs) has
been reviewed in the light of  the
recommendations of the Commitice on
Restructuring of RRBs. The new guidelines
would cover the following: (a) relocation ot {oss-
making branches by RRBs which have been

It

freed trom Service Area Approach (SAAN)
obligation. by openmye of pew branches by
RREs which continue 1o have SAA oblioations,
and (<) conversion of Toss-making branches mto
satelhte/mobiie otfhices and meraer of oflices by
both categories of hanks referred to ot ) and
by above. Al proposats relating o (. () and
() above should be cleared by a sub-group of
e Distrier Consuitiive Comnnieg

Details of branch expansion m the States
are setout in Statement 77 of Volume 1. Bank
sroup wisepopulation/eroup-wise distribution
ol buanks are piven in Statement 78 of Volume
H

Indian Banks abroad

During the vear, no new branches were
opened abroad by Indian banks. The towal
number of foreign brauches of Indian banks (8
public sector and | private sector) came down
from 103 (o 101 and that of representative offices
stood at 13 respectively. The number of wholly-
owned subsidraries (inclusive ot three deposit-
takine companiesy has remained at 11 The number
of joint venture banks/affiliates stood at 7.

Forcign Banks in India

During the year under review, the number
of foreign hanks operating i India increased
from 23 (0 27 and that of branches tfrom [41 to
153 The number of representative offices of
foretgn banks 1 India stands reduced from 24
(v 23,

Regional Rural Banks (RRBs)

The number of RRBs remained unchanged
U 1960 During 199495 qeoregate deposits of
RRBs rose by Rs. 2. 803 crore or 34,8 per ¢centn
Aggregate advances increased by Rs 3 177 crore
or 23.4 per ocent. All the major banking
mdicators of RRBs have registered higher
growth rates as compared with those i the
previous year (Statement 76 of Vol 1I).
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Primary (Urban) Co-operative Banks
Progress

The number of Primary (Urban) Co-
opcrative Banks (PCBs) at the end of March
1995 stood at 1,431 as against 1,400 a year ago.
The number of licensed PCBs rose to 1,107 from
1,045 during this period. The number of offices
of PCBs moved up to 4,224 from 3,853 at end
of March 1994. Deposits ot PCBs aggregated
Rs.19,789 crore at the end of March 1995, rising
by 18.0 per cent over the year, whereas their
outstanding advances were of the order of
Rs. 14,575 crore, recording an increase ot 19.7
per cent over the year (Table V-8).

Refinance Facilities

The Reserve Bank of India (RBI) continued
to extend refinance facilities at the Bank Rate
to the cligible PCBs against their advances to
tiny industrial units. During 1994-95, short-term
credit limits aggregating Rs.5.6 crore were
sanctioned to State Co-operative Banks on behalf
of 8 PCBs. As on March 31, 1995, the amount
outstanding against the limits sanctioned stood
at Rs.4.0 crore as against Rs.3.9 crore a year
ago.

Priority Sector Lending

The PCBs are required to lend 60 per cent
of their total advances to priority sector activities
and of these, at teast 25 per cent is to be allo-
cated to weaker sections. At the end of March
1994, of the 737 reporting PCBs, 559 had
achieved the target.

Weak and Non-viable Banks

The number of weak and non-viable PCBs
rose further to 233 at the end of March 1994,
from 224 in 1993 and 221 in 1992. The Reserve
Bank issued fresh directions to | PCB during
the year, placing restrictions on making payment
to depositors, sanctioning fresh advances and

incurring expenditures beyond specified
amounts. There were 14 PCBs under such
directions at the end of March 1995. As a
consequence of precarious financial position, 2
PCBs were amalgamated with strong banks, and
6 PCBs were placed under liquidation.

Assessment of Working Capital Requirements™

In line with the instructions issued to the
commercial banks, the guidelines for assessment
of working capital requirements were suitably
revised, bestowing greater degrec of flexibility
to PCBs in their day-to-day operations, without
diluting the prudential norms tor lending, as
prescribed by the RBI. These include freedom
to decide levels of holding of individual items
of inventory and receivables. which need to he
supported by bank finance, assessment of fund-
based working capital requirements of all
horrowers with working capital limits upto Rs. 1
crore on the basis of 20 per cent of their sales
turnover, raising the floor level to Rs. 1 crore
for subjecting the borrowers to second method
of lending and application ol quarterly
information system, etc.

Based on the recommendations of the In-
House Group regarding levy of a minimum
commitment charge of 1.0 per cent per annum
on the unavailed portion of credit limits, as made
applicable to commercial banks, the PCBs have
been advised that in the case of borrowers
enjoying working capital limits above Rs. 1
crore, they should levy a minimum commitment
charge of 1.0 per cent per annum on unutilised
portion of credit limit sanctioned.

Lending to Non-Banking Financial Companies

PCBs have been advised that they should
not admit investment/finance companies or chit
fund companies as members, and obtain prior
approval of the Registrar ot Co-operative
Societies concerned before admitting leasing/
hire purchase companies which are not engaged
exclusively in leasing/hire purchase business as
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oy contrary to the State Co-operative Socteines
Acts/Model by-laws provisions. Subject to thesc
stipulations, the overall limits of borrowigs by
cquipment leasing/hire purchase companies from
PCBs were revised during the year on the limes
of the credit policy mcasures directed towards
commercial banks.

Intcerest Rate Revision
Lending Rates

With effect from June 21, 1995, PCBs have
been given treedom to determine therr lending
rates, subject to the prescription of a minimum
lending rate of 13.0 per cent per annum.

Deposit Rates

In alignment with rates of interest on deposits
of commercial banks, the rate of interest on term
deposit was raised from ‘notexceeding 1.0 per
cent’ to ‘notexceeding [2.0 per cent’ per annum
w.e.f. April 18, 1995, EBarlier, with effect from
October 18, 1994, saving deposits rate was
reduced from 3.0 per cent per annum to 4.5 per
cent per annu.

The PCBs are allowed to offer at their dis-
cretion additional rate of interest not exceeding
one-half of one percentage point per annuni on
term deposits of 46 days and above, and one
peteentage point per annum on saving deposits
over and above the rates prescribed for
scheduled commercial banks.

Maximum limits on Advances

With effect from May 1, 1995, the maximum
hmit on advances to a single party or connected
aroup has been raised from Rs.75 lakh to Rs. 100
lakh for all non-scheduled PCB whose demand
& time liabilities (DTL.) are Rs.50 crore and
above, and for scheduled PCB, from Rs. 150 lakh
o Ry, 250 lakh.

BANKING DEVIGOPMEN S Yoin

Selective Credit Controls

During the veor under review, the advances
agamst paddy/rice were exempt from scelective
credit controls in the context of comfortable
supply siivation ol this commeodity. Thus,
advances against paddy/rice and wheat, the
mator fooderamns, are presently outside the
selective credit contred sapulations. However,
the controls on advances against pulses, oilseeds/
vegetable oils and cotton and kapas to “others™
(viz., other than cotton mills including spinning
mills) were tightened during the year in view of
the unfavourable supply-price situation of these
commoditics. With the deregulation of the
interest rates effected {rom October 18, 1994,
the interest rates on advances against the
commodities wliich are covered under Selective
Credit Controls were also ireed. The changes
effected in the control stipulations during the
second half of the year have been detailed below
in chronological order®.

October 1994

Exemption for Advances against
Paddv/Rice

Effective October 18, 1994, bank advances
against paddy/rice to all borrowers were
exempted from all the provisions of selective
credit control.

Minimum Margins on Advances
against Cotton and Kapas

The minimum margins on bank advances
against cotton and kapas were reduced across-
the-board by 15 percentage points, effective
October 18, 1994, setting them at 45 per cent
for “others™ (viz.. other than cotton mills
including spinning mills) and 30 per cent against

¥ The details of changes effected in the first hall of
the vear were already covered m the lase year’s Report,
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warehouse receipts. Cotton mills including
spinning mills continued to be exempt from the
control stipulations.

Level of Credir Ceiling on Advances
against Cotton and Kapus

Effective October 18, 1994, the level of
credit ceiling on bank advances against cotton
and kapas was raised by 15 percentage points
fixing the ceiling at 100 per cent of the peak
level of credit maintained by the party in any of
the three years ended 1992-93(November-
October).

December 1994

Minimum Margins on Bank Advances
against Cotton and Kapas

Effective December 27, 1994, the minimum
margins on bank advances against stocks of
cotton and kapas to “others™ (viz., other than
cotton mills including spinning mills) and against
warehouse receipts covering stocks of cotton
were raised across-the-board by 15 percentage
points, setting them at 60 per cent for “others”
and 45 per cent against warehouse receipts.
Cotton mills including spinning mills continued
to be exempt from the control measures.

April 1995
Level of Credit Ceiling

For commodities where there is a stipulation
on the level of credit ceiling, the reference
period was brought forward by one year, to the
three years ended 1993-94(November-October),
effective April 18, 1995 .

The revised structure of minimum margins
and level of credit ceiling stipulations applicable
on the advances against the commodities covered
under selective credit control as on April 18,
1994 is presented in Table V-9. Scheduled
commercial banks’ outstanding advances against

selected commodities are set out in Table V-10.
Security-wise advances to mills/factories and
industrial users as a percentage of total credit
against sensitive commodities are indicated in
Table V-11.

The provisions of the directives on selective
credit control as applicable as on April [8, 1995
are furnished in Annexure - II1.

Rural Credit

Institutional finance for the rural sector
consists essentially of loans extended by
Scheduled Commercial Banks (SCBs), Regional
Rural Banks (RRBs) and Co-operatives
comprising Primary Agricultural Credit
Societies (PACS), Large-Sized Adivasi Multi-
purpose Societies (LAMPS), Farmers™ Service
Societies (FSS) and Central Land Development
Banks (CLDBs).

Institutional Finance for Agriculture and
Allied Activitics

a) Direct Finance

The direct institutional loans for agriculture
and allied activities, issued together by the Co-
operatives, State Governments, Scheduled
Commercial Banks and RRBs, during the year
1993-94 (April-March) amounted to Rs. 15,115
crore (i.e.. up by 7.9 per cent) as against that
of Rs.14,002 crore (i.e., up by 21.3 per cent)
recorded during the previous year. The
outstanding loans of these institutions amounted
to Rs.35,448.7 crore as at end of March 1994
as against Rs.33,151.9 crore as at end of March
1993, recording a rise of 6.9 per cent over the
year as compared to 6.5 per cent increase
recorded a year ago (Table V-12).

The co-operatives comprising PACS,
LAMPS, FSS and CLDBs, accounted for a
preponderant 56.9 per cent of the total
institutional credit disbursed for agriculture and
allied activities during 1993-94 (April-March).
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These advances grew hy 8.0 per cent from
Rs.7,956.3 crore in 1992-93 to Rs.8,593.3 crore
in 1993-94  During the same period, while the
short-term loans disbursed by the PACS,
inciuding LAMPS and FSS, which account for
nearly 70.0 per cent of the total advances rose
by a relatively small amount of Rs.122.9 crore
(2.0 percent) to Rs. 6,030.0crore. the medim:
terin and long-term loans sssued by PACS and
the CLDBs recorded a sharp rise of Rs.514. 1
crore (25.1 per cent) from Rs.2,049.2 crore 10

Rs.2.563.3 crore. The outstanding advances of

the Co-operatives aggregated Rs. 14.353.6 crore
at the end of March 1994 as compared to
Rs.12,658.1 crore a year ago, thus recording a
rise of 13.4 per cent over the year.

Loans issued by the Scheduled Commercial
Banks during 1993-94 (July-June) aggregated
R$.5.399.9 crore, showing a spurt of Rs.440.0
crore or nearly 9.0 per cent over the previous
year. Short-terms loans, accounting for nearly
53.0 per cent oi total advances, swelled to nearly
Rs.2,860.0 crore over the year. The outstanding
advances of the Scheduled Commercial Banks
as on June 30, 1994 amounted to Rs.19,112.9
crore, recording an accretion of Rs.825.1 crore
or 4.5 per cent over Rs, 18,287.8 crore a year

ago (Table V-12). A comparative analysis of

the movements in the advances extended by the
co-operatives and the Scheduled Commercial
Banks in the recent years suggests that the former
registered a significant progress in their
disbursements, both for the short and long term
purposes. In the case of Scheduled Commercial
Banks, the growth of disbursements was modest
at an annual rate of 5.0 per cent. The short-
term advances of Scheduled Commercial Banks
have risen, whereas the disbursements for long
term investnent have shown contraction.

The share of RRBs in the loans issued by all
mstitutions was about 5.0 per cent. The loans
issued by RRBs increased during 1993-94 by
6.8 per cent from Rs.697.7 crore to Rs.745.0
crore. Outstanding loans of RRBs aggregated at
Rs.1,982.2 crore as at the end of March 1994

s conmpared 1o RS.2.206.0 crove ax ot the end
of March 1993 showinyg a dechme of 101 per
cent {Table V-12),

The dishursement of leans by the State
Governments. whose share remains very
nominal in rotal disbursements, dropped by
Ra 1 Soorore (2 9 per cont) from Rs, 3885 crore
in Fuul 03 1o Ky 3770 crore in 1993-94 (April-
March) {Table V-12),

bidneivect Finanee

The amount of outstanding indirect institu-
nional loans for agriculture and allied activities
by the Scheduled Commercial Banks (excluding
the RREBs), at the cnd of June 1994 amounted to
Rs.2,099.2 crore, which recorded a rise of 35.3
per cent over the vear, compared with an
merease of 8.3 per cent recorded in the previous
year. Indirect foans issued by the RRBs have
been dechining over the years. The amount of
loans issued by these institutions was a paltry
Rs.0.4 crore during 1993-94 (April - March),
compared with Rs.4.5 crore during 1992-93.
Correspondingly, their outstanding loans also
have declined to Rs.33 .4 crore as at end-March
1994 from Rs.39.8 crore as at end-March 1993,
a drop ot 16.0 per cent. The outstanding amount
against loans provided by the Rural
Electrification Corporation of India stood at
Rs.5.654 .6 crore at the end of March 1994 as
against Rs.5,174.9 crore at the end of March
1993, thereby recording a rise of 9.3 per cent,
over the year, which was higher than the 6.2
per cent increase achieved during the previous
year {Table V-13).

Scheduled Commercial Banks

During 1993-94 (July-June), direct credit
disbursed for agriculture and allied activities by
all the Scheduled Commercial Banks (excluding
RRBs) went up to Rs.5.400 crore, registering
an increase of 8.9 per cent over the previous
year as compared to the rise of 3.2 per cent
during 1992-93 (Table V-14).
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Bank Group-wise Disbursements

The disbursement of credit by State Bank
of India and its associates declined by 1.7 per
cent to Rs. 1,612 crore in 1993-94
Consequently, their share dropped to 29.9 per
cent from 33.1 per cent during the previous year.
The disbursement of credit by the Nationalised
Banks as a group rosc to Rs.3,519 crore during
1993-94 from Rs.3,110 crore during the
preceding year, i.e., a rise of 13.2 per cent
compared with 2.8 per cent of the preceding
year. Consequently, the relative share of
Nationalised Banks in total credit disbursed by
all the Scheduled Commercial Banks improved
to 65.2 per cent in 1993-94 from 62.7 per cent
in 1992-93. Credit disbursed by foreign and
other Scheduled Commercial Banks taken
together spurted by Rs.60 crore or 28.7 per cent
during 1993-94, and their share in total credit
moved up to 5.0 per cent from 4.2 per cent
during the preceding year (Table V-14).

Purpose-wise Disbursement

The details of purpose-wise disbursements
ol loans extended by Scheduled Commercial
Banks are given in Table V-15. During 1993-
94 (July-June), these banks issued short-term
loans aggregating Rs.2,860.2 crore which
constituted 53.0 per cent of the total loans
disbursed. It shows an impressive rise of
Rs5.428.4 crore or 17.6 per cent over the
previous year’s disbursement of Rs.2,431.8
crore. The medium term and long term loans
which essentially are for carrying out capital
formation activities on the farm have not grown
satisfactorily. During 1993-94, the term-loans
amounting to Rs.2,539.7 crore rose by only 0.5
per cent. Further, of the total term loans,
Rs.1,697.5 crore, constituting over two-thirds
were provided for agricultural activities alone
while the remainder one third went for allied
activities such as dairying, poultry, fishery, etc.
Loans for tractors, agricultural implements, and
machinery which accounted for the bulk (36.4
Jer cent) of total term loans declined by 4.2 per

cent. The loans for various activities related (o
reclamation of land declined by 20.6 per cent.
The loans for minor irrigation schemes and
plantations recorded increases. The loans
disbursed for non-tarm activities such as
dairying. poultry, fishery etc. recorded a
signiftcant rise ot 11.7 per cent during the year.
Dairyving among allied acuvitics assumed the
leading role in the availment of credit facilities.

Region-wise Disbursement

The analysis of region-wise break-up of the
data relating to the disbursement of toans during
recent years tends to reveal that Southern
Region, continued to account for the major
chunk of the credit disbursed. During 1993-94,
it accounted for more than one halt (55.1 per
cent) of the total loans of nearly Rs.5400 crore.
Its share in the short term advances of all the
regions was overwhelmingly high at 73.4 per
cent. The Central, Western and Northern
Regions accounted for 14.1 per cent, 13.1 per
cent, and 11.0 per cent of total credirt,
respectively. The Eastern and North-Eastern
Regions together accounted for only 6.6 per cent
of the total credit. Disbursement of credit rose
sharply in the case of Southern Region: Rs.516.9
crore or 21.0 per cent over nearly Rs.2459 crore
of 1992-93. The same had declined considera-
bly in the casc of Northern Region (112.6 crore
or 16.0 per cent) and the Eastern Region (25.6
crore or 7.3 per cent). The North-Eastern
Region has availed consistently less than one
per cent of the total all-India credit over the
recent years. During the 90s, the Eastern Region
has experienced a consistent decline in the
disbursement of credit by the Scheduled
Commercial Banks from Rs.415 crore in 1990-
91 to nearly Rs.327 crore in 1993-94; more
significantly, the contraction occurred in the case
of the term-loan (Table V-16).

Priority Sector Advances

Ever since the nationalisation ot major
commerctal banks, the credit made available by
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banks for the promotion and development of

rural scctor acavities has grown phenomenally.
particularly tor priority sector activioes.
However, ol fate. the Scheduled Commercial
Banks flave not been able to meet the stipulated
tarcet of 40 per cent of total bank credit (o
priovity sccetor segment. The outstanding
advances of Public Sector Banks for the priority
secion acriviiies b Ba 0D 794 ot nrRed
significant 16.7 per cent rise over Rs 52,945

crore a year ago. However,the relative share of

priority scctor advances in the total outstanding
advances of the public sector banks dropped
from 38 2 per cent at end-March 1994 1o 36 A
per cent ai end-March 1995, The amount ol
autstanding totad (direct and indivect) advances
ol public scctor banks 1o agriculture recorded a
erowth of 12,3 per cent from Rs.20,930 crore
at the end of March 1994 to Re. 23,513 crore al
the end of March 1995, The relatyve share ol
agriculture in total bank credit, however,
dropped from 5.0 per cent to 13.9 per cent
(Table V-1{7).

NABARD and Rural Credit

Assistance for Agriculture and Allied
Activities

NABARD continued to extend its refinance
suppore  a broad spectrum of production activi-
ties in the raral sector. The details of financial
assistance provided by NABARD to the Stae
Co-operative Banks, Regional Rural Banks and
State Governments for financing various
preduction activities other than those covered
under its schematic fending are set out in Table
Vo180 A brief analysis of NABARD s refinance
operations s attempted in the following
paragraphs.

] . . . oy L a
Steoer yoerny Credi

The major chunk of NABARD s short-term
credit support goes for financing Seasonal
Agnicultural Operations (SAO). The credit hmiuis
sanctioned by NABARD (o the State Co-

operative Banks for financing SAO aggregated
Rs. 4. 101 crore during 1994-95 (July-June)
which was Re.592 crore (16.9 per cent) more
than Rs.3.509 crore during 1993-94. The amount
outstanding under this head stood at Rs. 2,411
crore ot the end ol June 1995 as against Rs.2.220
crore a vear ago. Similarly, the short-term credit
for SAO Tty sancuioned o the RRBs during
199495 daly Juncy were appreciably higher at
Ry, 728 crore as agamst Rs.388 crore during
1993-94 and Rs.502 crore during 1992-93. Al
Rs.666.0 crore. the outstanding short-term
credit of RRBs stood higher than the level of
R5.547. 0 crore at end lune 1993 (Table V-18&).

Medinii-icrm Credit

The medium-teri credit limits for approved
agricultural purposes sanctioned by NABARD
to State Co-operative Banks during the Calendar
year 1994 amounted (o Rs.9.0 crore and the
outstanding stood at Rs.32.0 crore. Credit for
converting the short-term agricultural loans into
medium-term leans increased enormously o
Rs.347.0 crore trom Rs.47 crore during 1993-
94, The credit limits sanctioned to the RRBs
for non-schematic purpose during 1994-95 (July-
June) were to the tune of Rs.83 crore which
wis higher by Rs.22 crore or 36.0 per cent than
the Iimirs sanctioned during 1993-94 (Table
VoINy.

fong-term Credit 1o State Governments

During the financial year 1994-95,
NABARD sancuoned long-term credit himits
amounting to Rs.73.0 crore (o the State
Governments for enabling them to contribute to
the share capital of co-operative credit
institutions as against Rs.40 crore sancrioned
during the previous vear (Table V-1§).

hivestiment Credin
During 1994-95 (April-Marchy. 1otal amount

of refinance disbursements by the NABARD
under its various schematic lending operations
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stood at Rs.3,011 crore, recording a rise of
roughly 10 per cent over Rs.2,745 crore
disbursed during 1993-94. Purpose-wise,
agency-wise, and region-wise data on refinance
assistance provided by NABARD as set out in
Tables V-19, V-20 and V-21, respectively show
the following results.

The purpose-wise analysis of the data on
disbursements reveals that farm mechanisation
operations accounted for the largest share of
nearly 23 per cent in the refinance disbursements
during 1994-95: the amount moved up from
Rs.631.0 crore in 1993-94 to Rs.685.2 crore in
1994-95, recording a rise of 8.6 per cent.
Refinance for minor irrigation projects increased
by about 2.0 per cent to Rs.597.7 crore in 1994-
95 which formed around 20 per cent of the total
refinance under schematic lending. In sharp
contrast, refinance for IRDP schemces, which
accounted for 20.6 per cent of total refinance
under schematic lending declined by 6.3 per cent
to Rs.620.4 crore in 1994-95. However,
disbursements of refinance for non-farm activi-
ties such as fisheries, poultry and dairy develop-
ment, etc., increased considerably during the
year. The disbursements as percentage share of
commitments declined to 80 per cent in 1994-
95 from 85 per cent in 1993-94 (Table V-19).

NABARD offers 1ts refinance support to
mainly 4 agencies namely, State Land
Development Banks (SLDBs), Scheduled
Commercial Banks, RRBs and State Co-
operative Banks for various schematic lending
programmes. The agency-wise break up of the
data on disbursement of retinance during 1994-
95 shows that the SLDBs accounted for the
largest share at 40 per cent of Rs.301! crore
closely followed by Scheduled Commercial
Banks at 36 per cent. Disbursement of refinance
10 all these institutions recorded increases during
the year: the growth was noticeably sharp (23.3
per cent) in the case of RRBs (Table V-20).

A close look at the regional distribution of
~efinance by NABARD suggests that Southern

Region accounted for the highest share in total
refinance commitment (28.5 per cent) in 1994-
95, followed by Central Region (28.4 per cent),
Western Region (18.6 per cent) and Northern
Region (15.2 per cent). (Table V-21).

Refinance under IRDP

NABARD’s refinance assistance during
1994-95 under IRDP amounted to Rs.620 crore,
which was 6.3 per cent lower than Rs.662 crore
during the previous year. Details of purpose-
wise refinance assistance provided by the
NABARD under IRDP show that the
disbursements for Industry, Service and
Business accounted for as high as 42 per cent at
Rs5.263 crore. Dairy development activities
claimed 23 per cent of the total, followed by
minor irrigation (Table V-22).

Interest Rates

NABARD carried out substantial revisions
in the structure of rates of interest charged by it
on its refinance facilities, and the interest rates
chargeable by the banks from the ultimate
horrowers, effective October 18, 1994. The
revised rates of interest on refinance to RRBs
and Scheduled Commercial Banks and rates of
interest to ultimate heneficiaries in respect of
term loans (3 years and above) are as under:

(Per cent per annum)

Size Limit Rate of Interest Rate of inferest
lo ultimate on refinance
beneliciaries

RRBs Comm,
Banks
i 2 3 4
L. Upto and inclusive 12.0 0.5 7.5
ol Rs.25,000

2. Over Rs.25,000 and 13.5 9.5 10.0

upto Rs.2 lakhs

3. Over Rs.2 Banks are free 11,0 4 per cent

lakhbs Lo determine helow the

rate chared
1o the ultimale
beneficiaries

the interest rates
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The State Co-operative Banks have been
given freedom to fix their lending rates to the
ultimate borrowers subject to a minimum lending
rate of 12 per cent per annuim. The rates of
interest on refinance charged by NABARD to
State Co-operative Banks with effect from
October 18,1994 are given below:

Size bimn Rate of interest on refinance
(Per cent pei annum)

| 2

1. Upto and inclusive of 6.5
R<.25,000
2. Over Rs.25,000 and upto 9.5
Rx.2 lakhs
3. Over Rs.2 lakh 4.5% below the rate charged/
fixed by concerned SCH 1o
ultimate borrowers

ARDR Scheme, 1990

Details of claims lodged/debt relief provided
by the co-operative banks (State Co-operative
Banks/SLDBs) and RRBs under Agricultural and
Rural Debt Reliet (ARDR) Scheme, 1990 and
reimbursement made by NABARD as at end
March 1995 are as follows:

(Rs.crore)

Particulars Agency Total

State  SL.DBs RRBs

Co-ope-
rative
Bank
1 2 3 4 S
1. Clamns lodged 3343 4 820.1 798 9 4U6R.4
IT. Clanms considered
for reimbursement 3281.8 787 .4 7190 47882
1. Amounts sanctioned
by NABARD/Amounts
drawn by banks
a0 Grant sanctioned 1592 .4 3999 TIRT 2T 0
b. Grant drawn by banks 1592.3 3971 T18.6 270%.0
¢. Loan sanctioned 1567.3 399.8 - 1967.1
d. Loan drawn by banks 1564.6 397.0 - 1961.6

Source : NABARD

NABARD sanctioned Rs.2,711.0 crore by
way of ‘Grant’ to State Co-operative Banks,
SLDBs and RRBs and Rs.1,967.11 crore as loan
to State Co-operative Banks and S1.DBs as on
March 31, 1995.

National Co-operative Development
Corporation(NCDC)

NCDC was set up as a promotional and
developmental organisation for the Co-operative
Sector in the country. Its prime objective lies in
promoting, strengthening and developing the
mstitution of farmers™ co-operatives. The focus
of the Corporation is on programmes for
agricultural inputs, processing. storage and
marketing of agricultural produce and supply
of consumer poods in the rural areas.

The cumulative assistance disbursed by
NCDC from 1962-63 to 1994-95 amounted to
Rs.3,311 crore. The financial assistance
provided by the Corporation for Central
Schemes and Corporation sponsored schemes
during 1994-95 (April-March) increased to
Rs.386.3 crore from Rs.286.7 crore in the
previous year. (Table V-24). Among the States,
Maharashtra (37.8 per cent), Kerala (9.9 per
cent) and Tamil Nadu (8.1 per cent) accounted
tor the bulk of the total finaneial assistance
(Table V-23).

Promotion and financing of the programmes
in cooperatively under-developed States of the
entire Eastern and North-Eastern region,
Rajasthan, Himachal Pradesh, Jammu and
Kashmir, Union Territories of Lakshadwecep,
Andaman and Nicobar Islands, is a major thrust
area of the NCDC. By the end of 1994-95,
NCDC had disbursed assistance of Rs.715.9
crore to the co-operatively under-developed and
least developed states.

During the Eighth Plan, the Corporation’s
focus will be on the promotion and development
of Weaker Sections™ Cooperatives, Poultry,
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Dairy, Handloom, Coir, Sericulture etc. An
outlay of Rs.1,941.7 crore has been envisaged
for implementing the projects during the Eighth
Five Year Plan.

Comprehensive Crop Insurance Scheme
Details of the progress made under the

Comprehensive Crop Insurance Scheme (CCIS)
introduced during Kharif 1985 and implemented

by the General Insurance Corporadon of India
(GIC) are presented in Table V-24. During Kharif
1994, 17 States implemented the Scheme, covering
an area of 69.6 lakh hectarcs. The sum insured
aggregated Rs.1,446.5 crore and total insurance
charges amounted 1o Rs.21.9 crore. As for Rabi
1994-95, 16 Stares implemented the Schieme
covering an area of 10.7 lakh hectarcs involving
an insured sum of Rs.215.5 crore. The total
insurance charges amounted to Rs.3.6 crore.



MONETARY AND BANKING DEVEL

Anncexure- 1

Moncta

OPMENTS

and Credit Policy Measures
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Pecezulaiton of Geonding Raves

Lending res of seheduled commercral banks were fread for eredit s
ol aver e Dast For e credn By of over Bs 2 dakh o the preseripaon
ol wmins

e tendine vaie was sholished and banks were advised (o obtain
the approvad ot v respecuve Boards for the prone Tending rate (LK)
whiteh would e the winnnum rare charged by the banks Tor credit imirs ol
over Ry 2 lakh, Banks are required 1o declare thery PER and 1o apply it
winformdy e all dherr branches. For credin dimis of over s 25,000 and
uptes R Y fakh tor atb advanees mchedive oo Joaos ooonderm fending
e wis preseribed at P38 per cong per annuu,

Neheduled Conuncroal Bands” Lending Rates

Effeetive
Date

Ociobuer 18, 1904

e celt per annum)

Sree of Credit Taon

Wior o

Rates ¢llective
iy, Tud

COeraber TR 19491

DN o

Term leans Al otha All advinees
wdvimnees ancluding erm
loans)
Upto and iclusive
ol R« 25 000/ I 100 (20
Over Re 250000 and
upto Ko dokh (R i IR
Over Ry ikl 1.0 [5.0 Frec
(Minpun (Minmung)

i)

1)

aominimam lendios rae of 100

Margin oo Advances apnst Beposis

According o stpulaitons, banks were required to mainton a nwrgin of
not ess than 25 per cent Tor advances against depoeges With o view 1o
civing banks greater frexibiliny e iargm would ao tonger be preseithed

by the Reserve Bank and banks were goven the freedom e doermme the
margin o ooceee by case bases

Deregalation of Deposi and Lending Ranes
of Co operative Banks

Given the aatere o aviviey it (he cosoperanve banks owas decided
that the lending and deposii vures of alb co operatve banks would he
tolally deregnfated and these co operative baisks would he viven (recdom
o determme there deposie aod lending rawes subject to the presernpuion of

IR AT

nym e greress e

sUuCIre Glurban co eperative sanks conimued to he preseribed

October 18, 1994

Ociober by, 1994
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iv)  Deregulation of Lending Rates of Primary
Co-operative Banks

Primary co-operative banks were given the freedom o determine their June 21, 1995
lending rates subject to the prescription of 4 minimum lending rate of

13.0 per cent per annum. Accordingly, the interest rates on advances

given by primary co-operative banks was as follows :

Size of Limit Rates prior Rates elfective
to June 21, June 21, 1995
1995
a) Upto Rs.25,000 13.0 Free, subject to a minimum
lending rate of 13 per cent
b) Over Rs.25,000 and 13.5 per annum.
upto Rs.2 lakh
¢) Over Rs.2 lakh Free

v)  Rate ol Interest on Advances Against Term Deposits

Hitherto, when a loan/advance was granted against a term deposit to a
person in whose name the deposit stands (singly/jointly or as a guardian),
the interest chargeable on such loan or advance was 2 percentage points
above the rate payable on the deposit. In the context of the {lexible lending
rales, 1t was decided that while the foregoing interest rate stipulation on
such loans/advances against term deposits, would continue for advances
upto Rs.2 lakh, banks would have the freedom to determine the interest
rate chargeable on such loans/advances of over Rs.2 lakh. The new
stipulation would be applicable in respect of domestic and Non- Resident
(External) Rupee deposits. The extant instructions on advances against
deposits under Foreign Currency Non-Resident Accounts Scheme
(FCNRA) Scheme, Foreign Currency Non-Resident Accounts (Banks)
Scheme [FONR(B)] and Non-Resident Non-Repatriable Rupee Deposit
Scheme (NRNR) remained unchanged.

October 1. 1995

B.  Deposit Rates

1)  Savings Deposit Rate (Domestic)

. . . November 1, 1994
Savings deposit rate was reduced by (.5 per cent per annum from 5.0 per cent per
annum (o 4.5 per cent per anaum.

2y Term Deposit Rates (Domestic)

1) Term deposit rates ot scheduled commercial hanks for maturity of 46 days February 10, 1995
to 3 years and above were increased by one percentage point to ‘not
exceeding [1.0 per cent per annum’.
i) Term deposit rates of scheduled commercial banks for maturity of 46 days April 18, 1995
lo 3 years and above were further increased by one percentage point (o
‘not exceeding 12.0 per cent per annum'.

iii)  Keeping in view the need to increase the resources of banks 1o enable them to
meet their lending and investiment commitments, it was decided to make the
present structure of interest rates on deposits more tlexible. Accordingly,
scheduled commercial banks were given the freedom 1o fix their own mterest October |, 1995
rates on domestic term deposits with a maturity ol over 2 years and on
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3)

domesuc term deposits ol 46 days and upto 2 years, the interest rate is
prescribed at the existing rate of ‘not exceeding 12,0 per cent per annum’.
Banks are to obain the approval of their respective Boards for the deposit
rates they will be offering on deposits of maturity ol over 2 years. Uhey
were advised Lo use utmost cantion in offering interest rales on various
maturiies of term deposits and to ensure that they do uot get Jocked mnto
excessively tong depostt maturities. [n this connection, they were also
advised 1o undertake a careful review to ensure against overall asset-
fabiliy maguriny musmatches. At any pomt of tme. mdividual banks are
to adopt untform rates at atl therr branches and for all customers. The
carhier and the revised term deposit rates (excluding non-resident deposits)
are set out below

Scheduled Commercial Banks’ Interest Rates

on Term Deposits (Excluding Non-Resident Deposits)
(per cent per anntim)

Duration Rates prior to Duration
October t, 995

46 days (o ‘Not exceeding 12,07 46 days and
3 years . uplo 2 years
and over

Over 2 years

Rates elfective

October |,

1995

"Not exceeding 12,07

f'ree

In April 1992 1 had been stipulated that within the prescribed ceiling rate on deposits, there wust be at least three maturiy
prescripiions with a minimum differential of 0.25 percentage points. This stipulation was withdraw.

Interest Rates on deposus under Non-Resident (External) Rupee
Accounts (NRI1: Accounts)

¥

i)

1)

In the context of a stable doliar rupee rate, the deposi rates on
NRI: accounts were reviewed and the NRE savings deposit rate was
reduced [rom 5.0 per cent per annum 1o 4.3 per cenl per annun.

The term deposu rates for NRE accounts Tor maturity of 6 months to

3 years and above were also reduced by two percentage points from ‘not
exceeding 0.0 per cent per annum’ 10 ‘not exceeding 8.0 per cent per
annum’.

With a view o mamtainming the differential between the terest rates
on domestic lerm deposits and Non-Resident (External) Rupee (NRIE)
term deposits, 1t was decided to raise the interest rate on NRE term deposits
for maturity of 6 months to 3 years and over from “not exceeding 8.0 per
xeeedmg 1000 per cent per annum’. The carlier

cent per annun’ o ‘not ¢
and the revised term deposil rates are set out below :

Scheduled Commercial Banks' Interest Rates
on Deposits under Non-Resident (External)
Rupcee Accounts (NRFE Accounts)

(per cent per annutn)

Duration Rates prior o
October 1. 1995

Rates effective

October

1.

1995

6 months (0 ‘Not exceeding 8.0
3 years and

over

‘Not exceeding 10.0°

Noavember 1.

1994

October 18, 1994

Qctober

1995
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1994-95

Reserve Ratios
Casli Reserve Ratio (CRR)

1) Prescription of Cash Reserve Ratio (CRR) on Foreign
Currency (Non-Resident) Accounts (Banks) Scheme

Since the spreads under the above scheme were extremely high and the
forward cover charges were moderate under a stable dollar-rupee rate,
the scheduled commercial banks were required 1o muintain a cash reserve
ratio (CRR) of 7.5 per cent on liabilities under the FONR(B) schemie.

The CRR on liabilities under the FCNR(B) scheme was
raised further to 15.0 per cent.

i) Prescriptions of Cash Reserve Ratio (CRR) on Non Resident
(Non-Repatriable) Rupee (NRNR) Deposit Schene

Scheduled conmercial banks were required o maintain o
cash reserve ratio (CRR) of 7.5 per cent on habilities
under NRNR scheme.

1) Cash Balances required to be maintained
by scheduled commercial banks

I October 1994, scheduled conupercial banks were advised 1o maintain a
minimum level of 85 per cent of the CRR balances required to be maintained
by banks on cach of the lirst 13 days ol the reporting fortnight. On the 14th
day ot the reporting fortnight, banks were allowed 1o mantain less than 85
per cent of the required cash balances o adjust the average of daily

balances to the required level. In case a bank maintained CRR at less than
the minimum level of 85 percent of the amount ol CRR to be maintained

on any of the Tirst 13 days of the reporting formight, the Bank was not

paid interest for that day, t.c., the banks lost one percentage of the cligible
age basis for the

interest, even if there was no shorttadl in the CRR on aver
fortnight.

1v)  Cash Reserve Ratio (CRR) -
Muintenance of Minimum Level
of 85 per cent on a Daily Basis

With @ view to aveiding bardships to banks. beeause of intervening holidays,
in the maintenance of the minimum level of 85 per cent stipulation on CRR
balances, on a daily basis, it was decided that with effect Irom the fortnight

beginning September 30, 1955, scheduled commercial banks need to maintain
a minimum level of 85 per cent of the CRR requirement only from the first
working day of the reporting fortnight and 10 enable banks to adjust their cash
balances, the 85 per cent stipulation would not be required to be maintained
nothe dast working day of the reporiing Toninight. For this purpose, banks
should reckon the holidays with reference to the centre where they have their
principal account Tor maintenance of CRR.

Counsidering the number of holidays in the reporting formight covering the
period April 1 to April 14, 1995, the minimum level of 85 per cent of the

of the CRR bhalances required (o be maintained by scheduled commercial banks
on cach of the first 13 days ol the reporting foright ended April 14, 1995
was reduced 1o SO per cent.

I'ertnight
beginning {rom
October 29,1994

Fortnight
beginning
January 21,1995

Forimight
beginning
January 21,1995

IFortmght
beginning
Janvary 7,1995

Forumigit
beginning
September 30, 1995,

For the Tortnight
April 1. 1995 10
Aprit 14, 1995
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(2 Stuwory Liquidity Ratio (SLR)

1) With a view (0 moving towards the objective ot bringing down the
Stautory Liguidity Ratio (SLR) 1o 25 per cent by March 1996, 4
turther reduction tn SER was undertaken: wule effect from the fortighic
beoinnig October 29, 1994 upto the level ol outsianding domesiic
net demand and time habilities as on Seprember 300 1994 the SER
was prescribed at 3050 per cens and onieerease in habilines over
Seprember 300 199 Jevel. the SER was prescribed ar 25 per cent

The carlier and revised prescripiions of SLR are ser ont below

Statutory Liquidity Ratio on Domestic Net Demand
and Thne Liabilities

IForimigln

hevinning
October 29,
1991,

Farvlier Prescripnon SLR Revised Presernipiion
(Per cenn (Etlective
QOctober 29, 1994

SLR
(Per cent)

1. SER on Domestic Net 33.75 SLR on Domestuce Net
Demand and Fhime Liabilies Demand and Time
as on September 17, Liabilities as on
1993 September 30, 1994
2. SLR on Increase in 25.00 SLR on Increase in
Domestic Net Demand Domesie Net Demand
and Tine Liabihioes and Time Liabilities
over the level as on over the Tevel as on
September 17, 1993 September 30, 1994

3150

Note © Inview of the lower SLR stupulation on inciemental domestic Netr Demand
and Time Laabilines and zero SLR on spectiic external aalities, the overall
effective SR which was estimated at 29.0 per cent in September 1995
would continue 1o dectine on the basis ol the exisung stipubiions.

1) Valuauon ol Securities far Maintenance of Statutory Liquidity Ratio (SLR)

The method of valuation of securities {or mainenance of - Statutory

Liquidity Ratio (SLR) by banks was different from the procedure adopted tor
the balapce sheer, To ensure a uniform system ol valuation ol securities for
both SLR and balance shicet purposes, all scheduled commercial banks
(excluding regional rural banks) are required to adopt for purposes of SLR,
the same system ol vaduation ol securities as for the balanee sheet.

D.  Mcasures Relating to Non-Resident Deposit Scheme
I Ioreien Currency (Non-Resudent) Accounts (FCNRA) Scheme

The maturity period of “threc years only” was withdrawn under the FONRA
Scbeme and as such no dresh deposits were allowed o be aecepred under this
maturity. The existing FONRA deposits were, however, allowed 1o continue ll
natarity huat therealter no renewals were permitted

2. Non-Resident (Non-Repatriable) Rupee Deposi
Scheme (NRNR)

et the Nan-Restdent (Non Repatviable) Rupee Depost Schemie I(NRNRy, both
thie principal and the interest were not repatriable. 10 was decided

that interest accruing on NRNR deposits from the guarter beginning Ociober |,
1994 would be eligible Tor repatriation. ‘The principal unount under the scheme
_continued 1o be non repatriable.

Fortight

beginning
October 14,
1995,

August 15, 1994

Aucust 19 100]
tAnnouncement daes



V-28 REPORT ON CURRENCY AND FINANCE, 1994-95

Annexure -1 (Contd.)

3. Foreign Currency (Ordinary) Non-Repatriable
Deposit Scheme (FC(O)NR)

Under the Foreign Currency (Ordinary) Non-Repatriable Deposit Scheme (FC(OYNR),

the principal as well as the interest earned were not repatriable. With effect from
August 20, 1994, no fresh deposits were allowed to be accepied hy banks under
this scheme. It was also decided thar interest aceruing on existing FC(O)NR deposits
from the quarter beginning October 1, 1994 would be eligible for repatriation
upto the maturity date of the existing deposits.

E. Mecasures Relating to Export Credit
1. Export Credit Facilities for Sub-Suppliers

In order to pravide purposelul support to the export effort, in cases where
letters of credit were opened by the export order holder, sub-suppliers of export
orders were provided credit within the overall permissible pre-shipment export credit.

2. lixport Credit (Rupee) Refinance

In view of export growth being satistactory and overall export credit lacilities
enlarged significanty with the introduction of the scheme of post-shipment
export credit denominated in US dollars, the schemne of Pre-shipment Export
Credit in Foreign Currency and the scheme of Rediscounting ol Export Bilts Abroad,
it was decided to revert to the normal single tier refinance tormulas and o bring
forward the base by one year. Accordingly, banks were provided export credit
(rupee) relinance to the extent ol 100 per cent of the increase n export credit over
the monthly average level of 1992-93.

Post-shipment Export Credit Denominated in
US Dollars (PSCFC)

1) The interest rate of PSCFC was increased by one percentage point
from 6.5 per cent per annum 1o 7.5 per cent per annum;
simultancously the wterest rate on relinance under the PSCEFC scheme
wis also inereased by one percentage point from 5.5 per cent per annum
1 6.5 per cent per annum.

i) Banks were eligible for export credit refinance funits equivalent to
70 per cent of outstanding export credit provided by banks under
under the PSCEC scheme as against 80 per cent carlier.

', Measures Relating to Rural Credit
I [ntroduction of Cash Credit System tor Agricultural advances

A few banks were providing cash credit lacilities o a limited number of farmers
subject 1o certain conditions. With a view 1o ensuring adequate and tumely flow
of rural credit as also to meet the composite needs offarmers, banks were advised
w extend cash credit facilities to farmers with irrigation facilitics and also to other
tarmers undertaking off farm/allied activities. It was emphasised that the farmers
getting this tactlity should have a good track record.

- do -

November 10,
1994

Fortnight begi-
uning April 29,
1905

April 18, 1995

Fortnight begi-
nning April 29,
1995

October 26, 1994
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20 Establishment of Rural Infrastructural
Development Fund (RIDEF) by NABARD

Consequent upon the announcement of the Finance Minister in Ins budger speech
on March 15, 19935, a Rural Infrastructural Development Fund (RIDI) of Rs. 2,000
crore was established m the National Bank for Agriculture and Rural Development
(NABARD) for giving loans to State Governments and State owned Corporations
for quick completion ol onogoeing projects relatiag to medinn and minor irnganon.
sotl conservation, walershed management and other forns of rural infrastructure
All scheduled commercial banks (other than Toreign banks operating in [ndia) which
ek not reached the agricubtural lending sub-target of 18 per cent ol net bank credit
under the priority sector guidelines were required to make contributions to the fund
setup in NABARD equivalent to the shortfall in achieving the aforesaid sub-target.,
subject to a maximum of 1.5 per cent of net bank credit, The share ol cach bank i

the Fund was 1o be worked out on the basis of the shortiall as onthe Tast Friday of
December 1994 in the case ol public sector banks and March 994 in the casce ol
private sector banks. NABARD would place demands on the banks from time (o
time 1n proportion te cach bank’s share m the Fund, depending on the anticipated
disbursements for financing the approved projects. Maturity period of the deposits

would be upto 5 years from the date of each deposit,

The rate of mierest to be paid by NABARD on the outstanding deposits placed by
banks would be a lloating rate equivatent to one-half ot one percentage point above
the maximum permissible rate on term deposits. Interest would be caleulated and
paid to banks at quarterly rests based on the weighted average maximum deposit
rate during the quarter. In the absence of a preseribed maximum deposit rate, sunple
average of the maxinum deposit ates of the five major banks in the consortivm
would be the reference rate under this scheme. The contributions to the Fund made
by the banks would be reckoned as their mdirect agricultural lending under the
priotity seclor.

The loans to be given by NABARD to the State governments/bodies from the Fund
would be for a period upto 5 years and project specitic. The project o be financed
woul be cleared by a Committee consisting of Chairman. NABARD and the
representatives of the Government, Reserve Bank of India and State Bank of India
on the NABARD Board. On the outstanding borrowings from the Fund under the
above arrangement, State Governments/bodies would pay a tloating rate of interest
at a rate equivalent to 0.5 percentage point above the rate paid by NABARD on
deposits placed by banks in the Fund and interest would be payable at quarterly
rests.

The State governments concerned would be required to provide a Government
guaiantee in respect ot repayment of principal and payment of mterest thercon.
Furthiermore, State Governments would be required 1o execute an irrevocable fetter
ot authority in favour ol Reserve Bank authorising it to debit the State Governments’
account with it in case NABARD reports that any payment duc under the scheme
has not been matle on the due date.

3. Scheme for Provision of Credit to
Khadi and Village Industries Commission
(KVIC) by a Cousortinm ol Banks

[ his budget speech on March 15, 1995 the Finance Minister announced a scheme
under which the banking system would provide Rs. 1,000 crore on a consortium
basis to Khadi and Village Industries Commission (KVIC) which would lend
toovoable Khadi and Village Industrial Units etther directly or through State level
Khadi and Village Industries Board (KVIBs). Accordingly, a consoritum of select
public sector banks was formed with the State Bank ot India as the leader of the
consortium to provide credit to KVIC. Those banks which had not achieved the

April 21, 1995

April 17. 199>
1995

(Announcement date)
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priority sector lending arget of 40 per cent even atter allocation ol their
contribution o the Rural Tatrastructural Development Fund (RTDT) would he
included i the consornum and would be allotted shares in the consortium on a
pro rata basis depending on each bank's priority sector shorttull. The credit
pravided by hanks to KVIC under this scheme would be reckoned as their
mdirect lending to small-scale industries under the priority secror. These loans
would have to be provided at 1.5 per cent below the average prime lending
rate of five major banks in the consortium.

These toans would carry Governmem Guaramee.

4. Scheme for Financing Primary Weavers’
Co-operative Societies by Commercial Banks

In his budget speech on March 15, 1995, the Finance Minister had announced
that in order to increase the flow of credit to the Large number of weavers
employed in the handloom sector, NABARD relhnance to Primary Weavers
Co-operative Societies (PWCS) would be extended to commercial banks in
addition to being routed through the co-operative sector. It would be ensured that
the societies to be financed by commercial banks had a swisfactory working
record and were not indebted to the disirict central co-operative banks. NABARD
would make available a line of credit 1o commercial banks ar 9.5 per cent per
annum. The credit would be made available to the handloom co-operatve at the

same rate provided a subsidy ol 2.5 per cent was recewved from the Stue
government. o addition, production credit to the Handloom Development
Centres set up under the Government of [odia scheme would also be provided by
comnercial banks as i the case of co-operative banks. Retinunce would be rawn
by commercial banks from NABARD through their designated branches on
quarterly basis and the commercial banks would have 1o maintini non-overdue
cover as in the case of co-operative hanks. Fach drawal would be for a period ol
12 months. The advances made by commercial banks to handloom co operatives
would be reckoned as indirect finance to the small scale tdustries (S8 sector
and form part of their priority sector lendings.

5. General Line of Credit Under Section F70415) of the Reserve Bunk of India Act, 1934
10 NABARD - compliance with Prescribed Recovery Nors

Under the National Bank tor Agniculture and Rurat Developmient (NABARD)
refiniance scheme, Stae Co-operative Banks and Regional Rural Banks (RRBs)
were required o recover at least 40 per cent of the demand tor the previous yeiu
to be cligible for refinance from NABARD. In order not to deny credil 1o new
and non-defaulting members of co-operatives and RRBs und maintun credit flow,
this stipulavon was relaxed in December 1993 so as 1o enable these insututions (o
obtain refinapee 1o the extent of recovery, This relaxation was further extended
in May 1994 npto June 30, 1995, With a view to cnsuring minnnum level of
production credit to areas of retarded credit flow, it was decided to continue the
relawction for a further period ol one year, .o, upto June 30, {996,

G.  Measures Relating to Industrial Finance
I Ceiling on Term Loans

IFor term loans for any project, ceilings of Rs.S0 crore for individual banks

and Rx.200 crore for a group of banks were preseribed, Considering the
importance of mfrastruciure development and the need Tor the banks w anicipare
m the hmancing ol such projects, which involve substantial capital expendiwre,
the ceiling o R$.50 crore for cach bank was abolished and the Tt ol Rs.200
crore tor banking system as a whole was rmsed o Rs.500 crore for any project
Sanction of such term toans contmued 1o be subject 1o comphance with the
pradential exposure norins.

June 6, 1993

Aprit 17,
1995 (Announcement
date)

Octoher 18,

190
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2. Loans to State Industrial
Development/Financial Corporations

Banks were atlowed to provide lines of credit/term loans to State industrial
Development/Financial Corporations for extending loans to small scale
industrial units with such Toans being treated as part of priority sector lending.

3. Housing 1.oans

In view of the importance of housing and the gap between the demand and supply
ol housing stock and housing finance, the following changes were made

1) The ceiling on direct individual housing loans in cities was raised from
Rs.3 lakh to Rs. 10 lakh.

ity The proportion of investment by way of purchase ol bonds of recognised
housing finance institutions was raised from 40 per cent to 50 per cent.
Direct individual lending should, however, not be less than 20 per cent.

iii) Housing loans upto Rs.2 lakh only continued to be reckoned as priority
sector lending.

4. Introduction of a Loan System
for Delivery of Bank Credit

The need 1o ntroduce an element of crediv discipline for large borrowers was

stressed by a number of expert Commitiees/Working Groups and in this connection,
the need for introducing a loan system was recognised. Under the cash credit
system, the onus of cash management was borne enurely by the bank and there
was an attenuation of credit discipline, as large borrowers could undertake very
large variations in their outstanding credit from the banking system. With a view
10 bringing about discipline in the utilisation of bank credit and gain better control

over credit flow, it was proposed to introduce a “Loan System”, for delivery of

hank credit. The salient features of the “Loan System” are sel out below:

i) For borrowers with assessed Maximum Permissible Bank Finance
(MPBF) of Rs.20 crore or above, it would henceforth be mandatory
for banks/consortia/syndicates to restrict the cash credit component to
75 per cent of the MPBE. lllustratively, a borrower with a4 MPBF of
Rs$.20 crore, would be entitled to a cash credit limit of Rs. 15 crore.
Commercial Paper and the sub-limit for bills would be carved out of
the “cash credit component” of the MPBF.

1y The balance ol 25 per cent of the MPBF, or any part thercot, might be
sanctioned by way of a short-term loan for working capital purposes by
the banks/consortia/syndicates, in conformity with the existing lending
discipline/guidelines tor appraisal and monutoring, availability ol
security/drawing power, etc.

i) Such short-term loans for working capital purposes must be sanctioned
as demand loans for a minimum period of one year, though in case of
scasonal industries, the minimum period could be six months. Banks/
consortia/syndicates would have the right to recall such short-term
loans for working capital purposes,if the performance ol the borrowing
unit was not satisfactory, or where the borrowing unit was found to

November 9,
1994

November 7,
1994

April 21,1995
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have used the amount for purposes other than for which the short-term
loan was sanctioned. Banks/consortia/syndicates would review the loan
account and renew the same in time so as to ensure smooth availability
of working capital funds 1o borrowing units, whose performance was
satisfactory and where diversion and/or misuse of funds by borrower
had not taken place.

1v)  Banks would have the Iteedom (o charge interest rates on the “cash credit
component” (cash credit limits) and the “loan component” (short-term
loan for working capital purposes) subject to the observance of the prime
lending rate fixed by banks.

v) In cases of lending under consortium arrangement, member-banks must
share the “cash credit component” and the “loan component” on a pro
rata basis. In cases of lending by way of syndication and/or under
multiple banking arrangement, each member-bank or each individual
bank must restrict sanction of “cash credit component” to 75 per cent
of its share of the MPBF.

Banks/consortia/syndicates would have to complete the bifurcation

of the existing cash credit limits into a “cash credit component”

and a “loan component” in all cases, where the MPBF was Rs.20
crore or above, within a period of three months or the next quarterly
review of the borrowal account, whichever was earlier. As regards the
food credit consortium, separate arrangements were made.

Loan system for Delivery
ol Bank Credit - Revision

With a view to strengthening the discipline in the utilisation of bank credit,

the “cash credit component” was reduced from 75 per cent to 60 per cent and
the “loan component” increased from 25 per cent to 40 per cent; all other terms
and conditions advised by the Reserve Bank of India earlier remain unchanged.
The process of bifurcation in terms of the revised guidelines was to be completed
on or before December 31, 1995, or the next quarterly review of the borrowal
:.ccount, whichever was earlier,

5. Banks/Financial Institutions
Lending to Non-Banking Financial
Companies (NBFCs)

There bad been an unduly large increase in credit {rom banks to NBFCs and as
banks/financial institutions were active in the area of equipment leasing/hire
purchase, a need was felt to moderate the overall limits of orrowings by NBFCs
from banks/nancial institutions. The earlier overall limits and new overall limits
of borrowings by different categories of NBFCs from banks

are set out in the following page :

October 9, 1995

April 21,1995
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Category of NBFC Earlier Overall New Overall
Liniit Limit
1 Equipment leasing/hire purchase Four times the Three nmes the
companies having not less than 75 net owned lunds(NOIT) NOI of the
per cewt ol their assets in equip- ol the Company Company

ment leasmg and hire purchase and
75 per cent of therr gross income
from these two types of activities
as per the last audited balance
sheet of the companies.

1y Other equipment leasing/hire Three times the Two times the
purchuse companies NOF of the NOF ol the
company company
i) Loan and invesument companies Two times the NOU Equal to NOF of
and residuary non-banking ol the company the company
companies

The Al India  term Jending  institutions  and  the  invesunent
institutions  were  separately  advised o moderate  thew lending
TONBECs.

6.  Bridge Loans/Interim Finance

In terms ol the then existing guidelines, hanks and financial institutions April 20, 1995
would together extend bridge loans/interim finance against public issues
and/or borrowings from the market 1o a maximum extent of 75 per cent of the
amount actually catled up on euach occasion subject to certain conditions;
bridge loans to finance companies were however, banned. In view of the
possible misnse as well as risk attached 10 1his tacility, 1t was decided thart,
with immediate effect, the bridge loans by banks/financial institutions to all
companies  (including  finance companies) would bhe  banned.

H. Measures related to the Money Markelts
1. Commercial Paper

According (o extant stipulations, issuance of commercial paper (CP) was carved October 29,1994
aut of the cash credit limits and, in effect. the repayment of CP owas assured
as the issuer could automatically draw on the credit Innits, in case there was no
roll over. CP was essentially an unsecured paper and as such 11 was considered
apposite to delink the repayment of CP out of the cash credit limits. Hence, the
facility of the stand by arrangement was abolished, Thus, when aw CP is now issued,
the hank would effect 4 pro tanto reduction in the cash credst finne and of ata
Inter date. v.e., after issuance ol CP, the issuer wished to bhave a higher
cash credit hmit, it would have 1o approach the bank tor enhancement of the credil
limit. It would then be up to the bank and/or the consortium to consider sanction
of a higher limit aod 1 would wo longer be necessary tor the bank 1o
automatically restore the cash credit himit This step impans a measure of
mdependence 1o CPas o money market instrument. rating of which would reflect
the intrinsic strength ol the issuer company.
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2. Rediscounting of Commercial Bills by Baunks

It was observed that some banks were using the facility of rediscounting of
commiercial bills and derivalive usance promissory notes for as short a period as
one day merely as a change in nomenclature from call money. With a view 1o
ensuring that banks resort to rediscounting of commercial bills in accord with the
spirit of this facility, rediscounting of commercial bills and derivative usance
promissory notes were required to be made for a minimum

period of 15 days.

3. Widening Access to Call/
Notice Money Market

With a view to facilitating a level playing field, it was decided to provide access
to mutual funds set up in the private sector which are approved by the Securi-
ties and Exchange Board of India (SEBI) only as lenders in the call/notice money
markel and bills rediscounting scheme. Accordingly, eleven mutual funds set up
in the private sector and approved by the SEBI were permitted o participate only
as lenders in the call/notice money market and bills rediscounting scheme.

1.  Selective Credit Controls
1. Exemption for Advances for Paddy/Rice

Bank advance against paddy/rice to all borrowers were exempted from all
the provisions of selective credit controls.

2. Minimum Margins on Advances Against Cotton/Kapas

The minimum margins on bank advances against Cotton/Kapas were lowered
across-the-board by 15 percentage points.

3. Level of Credit Ceiling on
Advances Against Cotton/Kapas

The level of credit ceiling was raised by 15 percentage points {rom 85 per ceat
to 100 per cent of the level of credit in the base period, i.e., the 3 years ending
1992-93 (November - October).

4. Increase in Minimum Margins on
Advances against Cotton/Kapas

‘rhe minimum margins on bank advances against stocks of cotton and kapas to ‘others’
(i.e., other than cotton mills including spinning mills) and against warehouse

receipts covering stocks of cotton were raised across-the-board by 15 percentage points.

5. Bringing Forward the Reference Period

in line with the usual practice of bringing forward every year the reference period
where there was a stipulation relating to the level of credit ceiling, for such

commodities the reference period was brought forward by one year to the

three years ended 1993-94 (November-October).

J.  Measures relating to Forcign Exchange

1 Foreign Exchange Open Position Limit for Banks

Earlier, the overnight open position limit was a uniform amount of Rs.15 crore
for each bank, irrespective of the volume and nature of business and the structure

April 29, 1995

June 27, 1995

October 18, 1994

- do -

- do -

December 27,1994

April 18, 1995

January t, 1995
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of the bank’s owned funds. Furthermore, the earlier stipulation did not capture
cross currency exposures. In accordance with the recommendations made by the
Expert Group on Foreign Exchange Markets in India under the Chairmanship of
Executive Director, Shri O.P. Sodhani, the present uniform limit of Rs. 15 crore
for each bank on its open exchange position was altered to allow each bank to fix
its own overnight open option limit; such limit would specifically need to be
approved by the RBI. From the prudential angle, banks would have to maintain
Tier-1 capital Tunds to the extent of 5 per cent of the open position limit in
addition 1o the existing capital adequacy requiremenis already specified by RBI.
In the case of Indian banks, the open exposure limit would also include the limits
allowed to their overseas branches.

2 Working Group on NRI Investments

The recommendations of the Working Group on NRI Investments (Chairman Shri
Q.P. Sodhani) are under examination. Initially, the following recommendations
were to be implemented :

(i) Grant of general permission for sale of shares acquired under the Portfolio
Investment Scheme was extended to Overseas Corporate Bodies.

(it) General permission was granted for sale of shares by NRIs/OCBs acquired on
repatriation basis under the Direct Investment Schemes.

(ii1) The procedure for giving final permission for issue/export of shares to NRIs
by Indian companies was simplified.

(iv) The general permission o NRIs for subscribing to the Memorandum and
Articles of Association of Indian companies, which al present covers only
companies engaged in industrial activitics, was extended to cover other
permissible activities.

K. Other Mcasures

1. Provisioning for Bank Advances
less than Rs.25,000/-

According o stipulations, banks were required to make provisioning to the extent
of 5 per cent of the aggregate amount outstanding as on March 31, 1994 in res-
pect of advance with balances of less than Rs.25,000/-. Considering the proportion
of Non-Performing Assets (NPA) in this category, the provisioning was considered
to be inadequate. It was decided to increae the provisioning requirement for NPA
from the existing S per cent to 7.5 per cent of the aggregate amount outstanding
in respect of advances with balances less than Rs.25,000/- for the year ending
March 31, 1995 and further to 10.0 per cent for the year ending March 31, 1996.

2. Measures Relating to Regional
Rural Banks

With a view to strengthening the working of Regional Rural Banks (RRBs)
and also to provide greater flexibility to banks in their agricultural
lending operations, the following measures were undertaken:

(i) Application of Prudential Norms to RRBs

With a view to providing durability to the restructuring process of the RRBs,
prudential norms were introduced for RRBs in a phased manner. In the first
phase, in the current year, RRBs would be required to adopt new income
recognition norms and exposure limits for borrowers as applicable to
commercial banks. From 1996-97 onwards, provisioning norms would be
introduced for RRBs.

September 29,
1995.

October 17,1994
(Announcement date)

Effective Date
September 29,1995
(Announcement date)
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(1) Provision of Housing Finance by RRBs

To provide an impetus to rural housing, RRBs would be allowed to povide
housing loans, subject to a maximum ceiling of Rs.1 lakh per borrower (to
individuals in the lower/middle income group). Such loans are not to exceed
5 per cent of the RRBs’ incremental deposits during the year.

(iii) Praduce Marketing Loans

Earlier, produce marketing loans provided by commercial banks o farmers
upto Rs5.25,000 for a period not exceeding six months, were reckoned as
direct agricultural advances and such credit forms part of priority sector
advances. It was decided to enhance this limit from Rs.25,000 to Rs.1 lakh,
provided borrrowers draw credit from one bank.

Reserve Bank Refinance Facility Against
Government and Other Approved Securitics

All scheduled commercial banks (excluding RRBs) were earlier provided Fortnight
refinance against Government and other approved securities upto 0.5 beginning
percentage point of the fortnightly average outstanding  aggregate deposits September 30,1995.

in 1991-92. With a view to providing larger liquidity to scheduled commercial
banks for their excess holdings of Government and other approved securities, i
was decided 1o bring forward the base year for determining the refinance limits
under this facility from 1991-92 (April-March) 10 1994-95 (April-March), effective
from the fortnight commencing from September 30, 1995, It was also decided to
raisc the proportion of refinance from 0.5 percentage point to 1.0 percentage
point. In this connection, the refinance would be provided under two separate
limits each equivalent to 0.5 percentage point ol the fortnightly average outstanding
aggregale deposits in 1994-95 (April-March). The first refinance limit would be
provided against the collateral of Treasury Bills at an interest rate of 12.5 per cent
per annum, while the second refinance limit would be provided against
dated Government and other approved securitics at an interest rate of 14.0 per
cent per annum. As a result of the above changes, the limits under this refinance
facility would increase from Rs.1,025 core 1o Rs.3,385 crore. Other terms and
conditions in respect of this retfinance facility remained unchanged.

L  Ready-Forward Transactions (Repos) in
Government and Other approved Securitics

=

With a view to providing liquidity to banks holding government securities, September 3
the ready-forward ransactions (Repos) had been permitted in Treasury Bills 1995.

of all maturities and certain government dated securities. It had been observed

that banks are using Repos facilities for as short a period as one day merely as a

change in nomenclature from call money. With 2 view to ensuring that banks

resort to Repos in accord with the spirit of this facility, the minimum period for

Repos would be 3 days.
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Performance of Special Employment and Anti-Poverty Programmes
(Rs. crore)
1993 94 1994.95
Target Achicvement Target Achicvement
1 2 3 4 5
I. Annual Credit Plan
1) Agriculture & allied 13,983.6 14,120.1 16.468.5 16,.884.7
activities
i)y SS1 3,567.7 3,843.4 49141 5,605.0
iti) Services 2,919.5 2.677.7 3,672.5 4,080.9
Total 20,470.8 20,641.2 25.055.1 26,570.7
2. Integrated Rural Development Programme (IRDP)
No. of beneticiaries (lakh No.) 25.70 25.38 21.15 21.82
of which
(1) No. of SC/ST (do) N.A. 13.46 N.A. 10.80
(i) No. of Women beneficiaries  ( do ) N A. 8.54 N.A. 7.34
Amount of subsidy N.A. 956.7 N.A. 629.3
Amount of loan N.A. 1,408 .4 N.A. 920.9
3. Scheme of Urban Micro Enterprises (SUME)
No.ol beneficiaries (No.) 1.23,000 - 1.20,070 -
No.of applications sanctioned (No.) N.A. 1,76.076 N.A, 1,43,619
Amount of loan sanctioned N.A. 126.7 N.A. 110.1
Amount of loan disbursed N.A. 70.5 N.A. 85.0
4. Prime Minister’s Rozgar Yojana (PMRY)
No. of Beneficiaries (No.) 42.040 30.000 2,39,215 1,80,000
Sanctioned amount by banks N_A 177.9 N.A. 757.7
No.of cases sanctioned N.A. 27.850 N.A. 1,28.426
Disbursed amount by banks N.A. 17.50 N.A 282.2
No. of accounts of disbursal N.A. 3,626 N.A. 49,505
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5. Self Employment for Educated Unemployed Youth (SEEUY)*

No.of beneficiaries (No.) 1.26,300 62,962 @ @
Loans sanctioned N.A. 1421 @ @

6. Differential Rate of Interest (D.R.1.) Scheme’

No.of borrowal accounts N.A. 26.1 N.A. 23.0
(in lakhs)

Amount #. 694.0 # 701.8

No.of borrowal accounts of SC/ST (in lakhs) N.A. - N.A. 11.61

Amount £ - £ 420.8

7. Twenty Point Programme-1986'

No.of borrowal accounts N.A. 274 .38 N.A. 276.47
(in lakhs)
Amount N.A. 15,448 2 N.A. 15.560.3

8. Credit to Minority Communities?

No.of borrowal accounts (in lakhs) N.A. 12.8 N.A. 12.61
Amount N.A. 1,070 N.A. 1,130
9. Credit to SC/ST!

No.of borrowal accounts N.A. 97.5 N.A. 991
(in lakbs)

Amount N.A. 4,737 N.A. 5,428

- Data are provisional.

N.A. - Not Applicable.

@ - Not Applicable as SEEUY was merged with PMRY with effect from April 1, 1994.

# - Annual target has been fixed at 1 per cent of total advances outstanding al the end of the previous year.
£ - Annual target has been fixed at 40 per cent of total DRI advances.

!

. Actual figures as on end-December 1993 and 1994.
«. Actual figures as on end-June 1993 and 1994.
- Not available.



Annexure-III
Selective Credit Controls

Provisions of the Directives Applicable to Scheduled Commercial Banks

on Advances Against Selected Commodities
(Position as on April 18,1995)

A. Pulses and *Other Foodgrains”
(viz., Jowar, Bajra, Maize. Barley, Ragi and all
other foodgrains including coarsegrains)

Minimum Margin

Level of Credit

Exemption from minimum margin.
level of credit and rate of

interest
(1) (2) (3
I. Pulses A. States

1

i}

iin

60% on advances againsi stocks of
pulses to processing units mills

75% on advances against stocks of
pulses to parties other than pro-
cessing unirs/mills.

60% on advances against warehouse
receipis covering stocks of pulses.

For each party, 100% separately in respect of “other
foodgrains™ and 85% in respect of pulses of the peak
level of credit maintained by the party in any of the 3
years (November-October) 1991-92, 1992-93 and 1993-
94.

Exemption

Advances against “other food
grains"to foodgrains processing
units.

Advances to all parties in the States

of Assam, Arunachal Pradesh, Himachal
Pradesh, Jammu & Kashmir. Manipur.
Meghalaya. Mizoram, Nagaland, Orissa,
Tripura and Sikkim.

B. Public Procurement, Storage and Distribution
Agencies

i} Advances to the Food Corporation of
India and State Governments.

11l Advances to Co-operative Marketing
Federations, Central or Siate
Warehousing Corporations and such
other agencies duly appointed as
agents for the purpose of food
procurement/distribution by the
Food Corporation of India/Central
or State Governments to the extent
of the stocks held by them as such
agents.

i)  Advances against rationed food-
grains granted to wholesale and
retail dealers appointed/licensed
by Government and’or operating
under statutory rationing-fair
price distribution svstem in &l
the States and Union Terrtories.

SLNAWAOTIAIA DNIANVYYH ANV AYV.LAINOW
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(1

3

II.  “Other Foodgrains” (viz.,jowar,
bajra, maize, barley, ragi and all
other foodgrains including coarse-
grains)

)

1il)

45% on advances against stocks of
“other foodgrains” to processing
units/mills.

60% on advances to parties other
than processing units/mills.

45% on advances against warehouse
receipts covering stocks of “other
foodgrains”.

iv)

Advances to Central and State
Governments/Agencies entrusted with
the procurement of pulses at support
prices fixed by the Government

of India.

Others

i)

ii)

1)

v)

Advances against the security of
maize and barley to manufacturing
units (i.e., industrial users).

Advances against the security of,
or by way of purchase of, demand
documentary bills drawn in connec-
tion with the movement of food
grains.

Advances against high-
yielding/hybrid seeds produced
under contract with the National
Seeds Corporation Ltd., Delhi, or a
State Government or which bear the
certification of the said Corporation
or as the case may be, the
concerned State Government or of
any certification agencies authorised
under the Seeds Act, 1966 and
seeds notified under Sec.5 of the
said Act.

Advances to Khadi and Village
Industries Commission and its
associate institutions.

ov-A
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(1 ) (3)
v)  Advances 10 Wholesaie Consuniers’
Co-operaiive Stores and
State/National Federa:ions of
Consumers® Co-operatives.
vi}  Advances upto an aggregate limit of
Rs.1 lakh per borrower are exempt
from all the provisions of the
Selective Credit Control subject to
the condition that the borrower
deals with one bank only.
D. Exports
Pre-shipment credit granted (0
exporters against the security of
foodgrains on the bas:s of firm
export orders/irrevocable letters
of credit and post-shipment credit
given in the form of purchase.
negotiation or discounting of
export bills or advances thersagainst
in respect of export of foodgrains.
Notes :
1) Usance bills arising vut of sale of commodities covered under Selective Credit Control should not be discounted by
banks. Banks should not open inland L/Cs providing a clause therein which enables other banks 1o discount usance
bills under the L:Cs.
i1y No bank shall advance against the security of any of the foodgrains where a ban on trading has been imposed 1n
respect of that foodgrain except to wholesale or retail traders who are authorised by the State Government o deal
in that foodgrain and to processing units to the extent to which and the manner in which such processing is allowed
by the respective Srate Governments.
1i1) Warehouse receipts are those issued by Central‘State Warehousing Corporations or rural godowns. set up under a
Government Scheme and godowns set up by Regulated Market Yards.
v} Siates and caregories of advances indicated in column 3 above, though exempted from rate of interest, minimum
margin and level of credi: prescribed, will continue to be governed by other instructions issued prohibiting banks
from discounting usance bills. allowing book debis and clean credit facilities, etc. In the case of advances
mentioned at item Cividin column 3 above. these instructions will not be applicable.
vi Where credit lunits have been sanctioned against the security of more than one commodity and‘or against any other

Ivpe of security ¢1.e.. composte credit limits). the credit limit against each commodity shall be szgregated and
the resirictions contained in the directive shall be made applicable to each such segregared Limn

SLN:INJOTIATA DONDINVI ANV AUV.LINOW
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Castorseed and Linseed) and All Imported Oilseeds

B. Indigenous Oilseeds (viz., Groundnut, Rapeseed/Mustardseed, Cottonseed,

Minimum Margin

Level of Credit

Exemption from minimum margin,
level of credit and rate of

interest
(H (2) 3)
Indigenous oilseeds (viz., groundnut, In respect of each party, separate A.  States

rapeseed/mustardseed, cottonseed,
castorseed and linseed) and
all imported oilseeds.

1) 60% on advances to processing
units/mills.

1i) 75% on advances to purties other
than processing units/mills.

iii) 60% on advances against warehouse
receipts representing stocks of
oilseeds.

Exemption

1)  Advances against all imported
oilseeds for a period not exceed-
ing 8 weeks after arrival of goods
in India.

2) Advances to State level oilseeds
growers’ co-operative federations
under the National Dairy Develop-
ment Board's Oilseeds Project,
against stocks of oilseeds purchased
from grower members.

3)  Advances against stocks
of oilseeds procured

from grower members and
of oils thereof to

oilseeds processing

units of State Co-
operative Marketing
Federations in

ceiling for each of (1) groundnut,
(ii)cottonseed, (iii) linseed and
castorseed together : 85% of the
peak level of credit maintained by
the party in any of the 3 years
(November-Oclober),viz.,
1991-92, 1992-93 and 1993-94.

Exemption

1) Advances against imported oilseeds.

2) Advances to State level oilseeds
growers’ co-operative federations
under the National Dairy Develop-
ment Board's Oilseeds Project,
against stocks of oilseeds pur-
chased from grower members.

3) Advances against stocks
of oilseeds procured
from grower members and
of oils thereof to
oilseeds processing
units of State Co-
operative Marketing
Federations in

Advances to all parties in the States

of Assam, Arunachal Pradesh, Himachal
Pradesh, Jammu & Kashmir, Manipur,
Meghalaya, Mizoram, Nagaland, Orissa,
Tripura and Sikkim.

B. Public Procurement, Storage and
Distribution Agencies

1) Advances to the Food Corporation
of India and the State Trading
Corporation against stocks of
oilseeds.

11) Wholesale and retail dealers appointed/
licensed by the Government
and/or operating under statutory
rationing/fair price distribution
system in all the States and Union
Territories to the extent of the
quantum meant for public distribu-
tion.

tii} Advances to Ceantral and State
Governments/Agencies entrusted with
procurement of oilseeds at support
prices fixed by the Government of
India.

C. Export

1) Credit limits in favour of exporters, against oilseeds,

all varieties of oil cakes meant for exports and
extractions of oilseeds in respect of specific firm
export contracts and/or against export bills.

A
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Madhya Pradesh. Unar

Pradesh and Rajasthan

set up under the aegis

of National Co-operative
Development Corporation
(NCDC) under the

European Economic Community
Assisted Project.

Banks have been advised
to charge a concessional
margin of 25% if a State
Government guarantee is
available (effective May
16. 1994) to certain

State level co-operative
institutions which are
exempt from rhe minimum
margin and level of
crednt ceiling stipulations.

Madhya Pradesh. Uttar

Pradesh and Rajasthan

set up under the aegis

of National Co-operative
Development Corporation
(NCDC) under the

European Economic Community
Assisted Project.

1)

i)

iv)

v

Packing credit advances to exporters of HPS groundnut
against the security of groundnut to the extent of the
value of raw materials required (which should be
reasonably assessed) for selecting HPS groundnut
covered by the export order even though the value of
raw materials exceed the value of :he relative export
order. provided that such advances to the extent of
the value of the residual groundnu: shall be adjusted,
either by the sale proceeds of the residual groundnut
or in cash, as soon as the selection of the HPS
groundnut is completed, within 15 days from the date
of such advances and the halance in the packing credit
account shall be adjusted by the proceeds of the relauve
export bill.

Others

Advances to Khadi and Village Industries Commission
and its associate institutinns.

Advances upto an aggregate limit of Rs. | lakh per
borrower are exempt from all the provisions of the
Selective Credit Control subject to the condition that
the barrower deals with cone bank only.

Advances granted by way of purchase of demand
documentary bills drawn in connection with
movements of commodities covered by the directive.

Advances 10 Wholesale Consumers” Co-operative
Stores and State/National Federations of Consumers’
Co-operatives.

Advances against high-vielding and hybrid seeds used
for growing oilseeds under contract with National
Seeds Corporation Ltd.. Delhi or 2 State Government
or which bear the certification of the said Corporation
or as the case may be, the zoncerned State Government
or of any certification agencies authorised under the
Seeds Ac:, 1966 and seeds notified under Section 3
of the said Act.

SINGIWdOTIATA ONDINVE ANV AAVLINOW
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Noles

1)

i1)

ii)

iv)

V)

vi)

vii)

Banks should refrain from granting additional limits against oilseeds to parties other than Government and Government
supported organisations: even in the case of such organisations, a strict scrutiny on drawals should be maintained.

Usance bills arising out of sale of commodities covered under Selective Credit Contrel should not be discounted by
banks. Banks should not open inland L/Cs providing a clause therein which would enable other banks to discount usance
bills under the L/Cs.

No bank shall issue, either 10 a Court or to Government, or any other person, a guaraniee on behalf of, or on account

of, any importer guaranteeing payment of customs duty and’or import duty, or other levies payable in respect of import
of essential commodities without taking, as security for issue of such guarantees, a cash margin equivalent to at

least one half of the amount payable under the guarantee. The term “essential commodities™ shall mean such commodities
as may be specified by the Reserve Bank of India from time to time.

Warehouse receipts are those issued by Central/State Warehousing Corporations or rural godowns, set up under a Govern-
ment Scheme and godowns set up by Regulated Market Yards.

States and calegories of advances indicated in column 3 above, though exempied from rate of interest. minimum margin and
level of credit prescribed. will continue to be governed by other instructiens issued prohibiting banks from discounting
usance bills, allowing book debts and clean credit facilities. etc. In the case of advances mentioned ar 1tem D(ii)in

column 3 above however, these instructions will not be applicable.

Where credit limits have been sanctioned against the securitv of more than one commodity and/or against any other type
of security (i.e.. composite credit limits), the credit limit against each commodity shall be segregated and the
restrictions contained in the directive shall be made applicable 10 each such segregated limit.

Oilcakes of the oilseeds specified in the Annexure including deoiled cakes not meant for exports are also subject to the
Selective Credit Control provisions.

tr-A
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C. Vegetable Oils (Indigenous Oils, viz., Groundnut Oil, Rapeseed Oil"Mustard Oil
Cottonsezd Oil, Castor Oil, Linseed Oil and Vanaspati and All Imported Oils)

Minimum Margin

Level of Credit

Exemption from minimum margin.
level of credit and rate of

interest
(1) ) (3y
Indigenous and imported oils In respect of each party. 85% of peak level of credit  A. States

1Y 60% to registered oil mills and
vanaspati manufacturers

1) 75% other than (i) above

i) 60% against warehouse receipts
representing stocks of oils.

Exemption

i Advances :0 consumers’ co-
operatives 1n respect of stocks
held under the Centrally Sponsored
Scheme Jfor the distribution of
essential consumer articles.

1i} Advances against all imported
vegetable oils for a period not
exceeding 4 weeks after arrival of
the goods in India.

1) Advances granted to vanaspat
manufacturers against the security
of imported oils used as raw
materials by them in the
manufacture of vanaspai.

ivi Advences 1o Srate level oilseeds
growers’co-operative federations
under the National Dairy Develop-
ment Board's Oilseeds Project.
against stocks of utls extracted
from oilseeds purchased from grower
me:mbers.

maintained by the party in anv of the three years
(November-October) viz.. 1991-92. 1992-93 and

1993-94.
Exemption

1) Advances to consumers’ co-
operatives in respect of slocxs
held under the Centrally Sponsored
Scheme for the distribuiton of
essential consumer articles.

i1) Advances against all 1mported
vegetable otils.

1) Advances 1o State level oilsceds
growers’co-operative federations
under the National Dairy Develop-
ment Board's Oilseeds Project.
against stocks of oils extracted

from oilseeds purchased from grower

members.

Advances to all parties in the States

of Assam, Arunachal Pradesh. Himachal
Pradesh, Jammu & Kashmir. Manipur.
Meghalaya. Mizoram. Nagaland. Orissa,
Tripura and Sikkim.

B. Public Procurement. Storage and
Distribution Agencies

1) Advances 1o the Food Corporation
of India and the S:ute Trading
Corporation against stocks of
vegetable oils and vanaspat;

i) Wholesale and retail dealers ap-
pointed/licensed by the Government
and’or operaung under statutory
rationing‘fair price distribution
svstem in all the States and Union
Territories to the extent of the
quantum meant for public distribu-
tion.

C. Exports

Packing credit advances to the exporters of deciled
and.or defatted cakes against the securiiy of oilseeds
and;or other raw material 1o the extent of the value of
raw material required for producing cakes covered by
the export order. even though the value of the raw
material exceeds the value of the relanive expont
order.

SININDOTIATA ONDINVE (INV AUV.ILINOW
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(D

(2)

(3)

v) Advances to vanaspati manufacturers
against cottonseed oil.

Banks should not establish letters of credit on more than
45 days® D/A basis for import of edible oils, as far as
possible. In case banks establish letters of credit on more
than 45 days’D/A basis, they should stipulate that, after
30 days from the date of arrival of the goods in the
port, the importer will deposit with them an amount
equivalent to the margin amount which he would have
provided under the directives had he availed himself of
advances against the commodity. Banks should refrain
from granting additional limits against vegetable oils to
parties other than Government and Government
supported Organisations; even in the case of such
organisations a strict scrutiny on drawals should be
maintained.

Banks have been advised to charge a concessional margin
of 25% if a State Government guarantee is available
(effective May 16, 1994) to certain State level co-
operative institutions which are exempt from the
minimum margin and level of credit ceiling stipulations.

1)

i)

i)

v

v

Provided

Such advances to the extent of the value of by-product
oil shall be adjusted by the sale proceeds of the by-
product oil or in cash as soon as the oil is extracted
but within a period not exceeding 30 days from the
date of advance and the balance in the packing credit
account shall be adjusted by the proceeds of the relative
export bills and advances, if any, against the by-
product oil granted in a separate account are exempted
for a period of 30 days from the date of such advance.

Pre-shipment credit granted to exporters against the

security of vegetable oils on the basis of firm export
orders/irrevocable letters of credit and post-shipment
credit given in the form of purchase, negotiation or

discounting of export bills or advances thereagainst

in respect of export of vegetable oils.

Others

Advances by way of purchase of demand documentary
bills drawn in connection with the movement of
vegetable oils and vanaspati.

Advances 1o Khadi and Village Industries Commission
and its associate institutions.

Advances up to an aggregate limit of Rs.1 lakh per
borrower are exempt from all provisions of Selective
Credit Control subject to the condition that the
borrower deals with one bank only.

Advances against stocks of oil processed from linseed
oil and castor oil for use as industrial raw material
by factories.

Advances against receivables arising out of sale of

vegetable oils(including vanaspatijdelivered to Army
Purchase Organisation and against siocks of vanaspati
held by vanaspati manufacturers for being delivered
to the Army Purchase Organisation in the Minisiry of
Food and Agriculure. Government of India. New

Delhi and with the prior approval of the Reserve Bank

9b-A
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(1) (2) (

(93]

of India, other agencies desiznated for the purpose by
the Central and State Governments, in pursuance of
contracts eptered into or to be entered into with the

said organisation by the said manutacturers.

vii Advances 1o Wholesale Consumers™ Co-operative
Stores and State and Naiional Federations of
Consumers’ Co-operatives.

Notes

i)

Usance bills arising out of sale of commodities covered under Selective Credit Control should not be discounted by
banks. Banks should not open inland L/Cs providing a clause therein which would enable other banks 0 discounrt usance
bills under the L:Cs.

i) No bank shall issue. either to a court or to Government, or any other person, a guarantee on behalf of. or on account
of. any importer guaranteeing payment of customs duty and/og import duty. or other levies payable in respect of impart
of essential commodities without taking, as security for issue of such guarantees. a cash margin equivalent to at
least one half of the amount payable under the guarantee. The term “essential commodities™ shall mean such commodizies
as may be specified by the Reserve Bank of India from time to time.

iii} Warehouse receipts are those issued by Central State Warehousing Corporations or rural godowns. set up under & Govern-
men! Scheme and godowns set up by Regulated Market Yards.

iv) Siates and categories of advances indicated in column 3 above, though exempted from rate of interest, minimum margin and
level of credit prescribed, will continue to be governed by other instructions issued prohibiting banks from discounting
usance bills, allowing book debts and clean credit facilities, etc. In the case of advances mentioned at item Ddiii)in
column 3 above, however. these instructions will not be applicable.

vl Where credit limits have been sanctioned against the security of more than one commodity and/or against any other type
of security (1.e., compostte credit limiis). the credit limit against each commodny shall be segregated and the
restrictions contained in the directive shall be made applicable to each such segregated limit.

vi) Advances against groundnut oil, rapeseed/mustard oil. cotonseed oil. linseed oil and castor oil cover their solvent

extracted oils also.
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D. Sugar, Gur and Khandsari

Minimum Margin

(1)

Exemption from Minimum Margin and
Rate of Interest

1

2

1) Advances against sugar

(a) To sugar factories
1) Nil against Buffer stock stipulated by the
Government.

ii) 75% on advances to parties manufacturing sugar
in respect of such stocks as have been released
for sale by the Government and have left the
factory or mill premises and on which excise
duty has been paid.

iii) 20% on advances to parties manufacturing sugar
other than those referred to in 1(a)(i) and (ii)
above.

(b) 75% to parties other than sugar factories.
(c) 60% on advances against warehouse receipts covering
stocks of sugar.
2)  Advances against Gur and Khandsari
1) 45% on advances 10 manufacturing units.

i)  75% on advances to others.

iil) 60% on advances against warehouse receipts
covering stocks of gur and khandsari.

Exemption
Advances to Consumers’ Co-operatives in respect of

stocks held under schemes of public distribution
organised by Government.

ii)

1)

ii)

iv)

Public Procurement, Storage and Distribution Agencies
Advances to Food Corporation of India.

Advances against sugar granted to wholesale and retail
dealers appointed/licensed by Government and/or
operating under statutory rationing/fair price distribution
system in all the States and Union Territories to the
extent of quantum of sugar allotted to them by the
Government.

Exports

Advances granted in respect of stocks of sugar
pledged/hypothecated with banks which are intended for
export out of India.

Others

Advances granted by way of purchase of demand
documentary bills drawn in connection with movement
of commodities.

Advances granted to industrial users such as confec-
tioneries, bakeries, biscuit manufacturers, etc.,
against stocks of sugar, gur and khandsari
pledged/hypothecated with banks.

Advances to Khadi and Village Industries Commission and
its associate institutions.

Advances upto an aggregate limit of Rs.1 lakh per
borrower are exempt from all provisions of

Selective Credit Controls subject to the condition that
the borrower deals with one bank only.

Advances to Wholesale Consumers’™ Co-operative Stores or
State and National Federations of Consumers’
Co-operatives.

8V-A
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o

Banks should not. as far as possible. establish L:Cs

for more tkan 30 days on D/A basis for import of sugar. In
case, banks establish L/Cs for more than 30 days on D/A
basis. after 30 davs from the date of arrival of the commodity
in the port. 31t date of retirement of the import bills,the
importer is required o deposit with banks an amount
equivalent to the margin amount as applicable o the bank
advances against sugar produced in the country

Notes

i)

i

i)

Stocks of levy sugar shall be valued a: the levy price fixed by Government and free sale sugar (including
buffer stocks; at the average of the price realised in the preceding three months (moving average). or the
current market price. whichever is lower. The prices for this purpose shall be exclusive of excise duty.

Usance bills arising out of sale of commodities covered under Selecuive Credit Contro! should not be discounted by
banks. Banks should not open tnland L/Cs providing a clause therein which wouid ensble other banks to discount usance
bills under the L:Cs.

No bank shall issue. either 1o a Court or 1o Government, or any other persons, a guaraniee on behalf of, or on account

of. any importer guaranteeing payment of customs duty and/or import duty, or other levies payable in respect of import
of essential commodities without taking. as securiiv for issue of such guaraniees. a cash margin equivalent to at

least one half of the amount payable under the guarauntee. The term “essential commadities™ shall mean such commodities
as may be specified by the Reserve Bank of India from time to time.

States and categories of advauces indicated in coluinn 2 above. though exempted from minimum margin and rate of interest
prescribed, will conuinue to be governed by other instructions issued prohibiting banks from discounting usance bills,
allowing book debts and clean credit facilities, etc. In the case of advances menticned ai item C{iviin column 2 above,
however, these instructions will not be applicable.

Where credit limits have been sancticned against the security of more than one commedity and/or against any other type
of security (i.2. composite credit limits). the credit limit against each commodity shall be segregated and the restrictions
contained in the directive shall be made applicable 10 each such segregated limir.
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E. Cotton and Kapas

Minimum Margin

Level of Credit

Exemption from minimum margin,
level of credit and rate of interest

(1)

(2)

(3

1)  60% for parties other than cotton
mills including spinning mills.

ii) 45% for advances against warehouse
receipts.

Exemptions

(i) Advances against cotton and kapas
to industrial users such as manu-
facturers of surgical cotton
(absorbent cotton wool), provided
that such stock is held by the
borrower for processing and not for
resale.

(ii) Advances against stocks of cotton
and kapas to Cotton Corporation of
India for procurement of cotton
under commercial operations.

In respect of each party other than cotton mills including
spinning mills: 100% of the peak level of credit main-
tained by the party with the bank in any of the 3 years
(November-October) viz.,1991-92, 1992-93 and
1993-94.

Exemptions

(iy Advances against cotton and kapas
to industrial users such as manu-
facturers of surgical cotton
(absorbent cotion wool), provided
that such stock is held by the
borrower for processing and not for
resale.

(ii) Advances against stocks of cotton
and kapas to Cotton Corporation of
India for procurement of cotton
under commercial operations.

A. States

Advances to all parties in the

States of Assam, Arunachal Pradesh,
Himachal Pradesh, Jammu &
Kashmir, Manipur, Meghalaya,
Mizoram, Nagaland, Orissa, Tripura
and Sikkim.

B. Exports

1) Advances in respect of pre-shipment
credit for cotton exports, provided
the advances are made in respect of
firm export order and repaid on
negotiation of the relevant export
bills on shipment.

i1) Advances against the security of,
or by way of purchase or discount
of export bills relating to export
of cotton from India.

C. Others

1) Advances granted by way of purchase
of demand documentary bills drawn
in connection with the movement of
cotton and kapas.

11) Advances to Khadi and Village
Industries Commission and its
associate institutions.

0S-A

S6-v661 "HONVNId ANV ADNIIIND NO LAOdTA



(1) 2) (3)

iii) Advances upto an aggregate limit of
Rs.1 lakh per borrower are exempt
from all provisions of the Selec-
tive Credit Controls subject to the
condition that the borrower deals with
one bank only.

iv) Advances against stocks of cotton
and kapas o National Textile
Corporation (NTC}) including its
subsidiaries.

v) Advances against stocks of cotton
and kapas to Cotton Corporation of
India for procurement of cotton at
support prices fixed by the
Government of Ind:a.

Notes

it)

11

V)

Usance bills arising out of sale of commodities covered under Selective Credit Control should not be discounted by
banks. Banks should not open inland L/Cs providing a clause therein which would enable other banks to discount usance
bills under the L:Cs.

Warehouse receiprs are those issued by Central/State Warehousing Corporations or rural godowns, set up under a Govern-
ment Scheme and godowns of Regulated Market Yards.

States and caregories of advances indicated in column 3 above, though exempted from rate of interest. minimum margin
and level of credit prescribed. will continue to be governed by other instructions issued, prohibiting banks from dis-
counting usance bills, allowing book debts and clean credit facilities, etc. In the case of advances mentioned at item

C(iin in column 3 above, however, these instructions will not be applicable.

Where credit limits have been sanctioned against the security of more than one commodity and/or against any other type
of security {i.e. composite credit limits), the credit limit against each commodity shall be segregated and the restrictions
contained in the directive shall be made applicable to each such segregated limit.

Advances granted :o cotton textile mills (including spinning mills) shall continue to be exempt from Selective Credit
Control measures.
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Table V-1 : Variation in Broad Moncy (M,)

(Rs. crore)
During the Financial Year
1994-95 * 1993-94
Item
Absolute Per cent Absolute Per cent
| 2 3 4 5
I. Narrow Money (M) 40,694 27.0 26,712 21.5
II. Broad Money (M,) 96,395 22.2 67,582 1¥.4
III. Major Components
a. Currency with the Public 18,488 22.5 14,028 20.5
b. Aggregate Deposits with banks 77,052 22.0 ) 52,342 17.6
Demand Deposits 21,351 32.4 11,472 211
Time Deposits 55,701 19.6 40,870 16.8
IV. Major Sources
a. Net Bank credit to Government 18,498 9.1 27,680 15.7
of which :
RBI’s net credit to 2,178 2.2 851 0.9
Government
b. Bank Credit to Commercial Sector 51,881 21.8 17,639 8.0
¢. Net Foreign Exchange Assets 23,298 44.3 28,775 127.1
d. Net Non-monetary Liabilities -2,329 -3.8 6,086 10.9
of which:
Reserve Bank 3,324 12.8 -2,209 -7.8

* Provisional.

Table V-2 : Variation in Reserve Money : Components and Sources
(Rs. crore)

During the Financial Year

1994-95 * 1993-94

Item

Absolute Per cent Absolute Per cemt
1 2 3 4 5
Reserve Money 30,607 22.1 27,893 25.2
Currency with the public 18,488 22.5 14,028 20.5
Cash with banks 797 25.8 42 1.4
Bankers’ deposits with RBI 10,467 20.6 12,611 331
Net RBI cicedit to Central Government 2,130 2.2 260 0.3
MNet foreign exchange assets of RBI 23,298 45.3 28,775 127.1
Net Domestic Assets of the RBI 7,309 8.4 -882 -1.0

* Provisional.



MONETARY AND BANKING DEVELOPMENTS

Table V-3: Important Banking Variables

(Rs. crore)

liems

Fiscal Year Variations

1994 95

March 31, 1995
ovet
March 18, {994

1993-94
Mnrch 18, 1994
aver

March 19. 1993

1 2 3
Aggregate deposits 71.726 46,560
(22.%) (17.3)
Demand deposits 20,330 10,111
(35.9) (21.8)
Time deposiis 51,396 36,449
(19.9) (16.4)
Bank credit 47,143 12.436
(28.7) (8.2)
Food credit 1,367 4. 164
(12.5) (61.8)
Non-tood credit 45.776 8,272
(29 8) (5.7)
Invesiments 16.731 26 .866
(12.6) (25.4)
Ot which
Govt. securities 16,484 15,256
(16.3) (33.3)

Figures i brackets represent percentages.



V-54 REPORT ON CURRENCY AND FINANCE, 1994-95

Table V-4 : Growth in Non-food credit, IIP and WPI

Non-food Credit Wholesale Price Index of

Index (WPI) (Base: Industrial
Year Fiscal year variation 1981-82 = 100 Growth Rate  Production Growth Raie (3-7 (8-5)

Absolute Per cent (1tP)

(Rs.crore)

m (2) (3) (4) (5) (6) (7) (8) ()

1980-81 4175 21.48 100.0
1981-82 3943 16.70 100.0 - 109.3 9.30 7.40 -
1982-83 4973 18.05 107.2 7.20 112.8 3.20 14.85 7.63
1983-84 4744 14.58 114.9 7.18 120.4 6.74 7.85 0.60
1984-85 6016 16.14 121.8 6.01 130.7 8.55 7.59 1.58
1985-86 7244 16.73 127.7 4.84 142.1 8.72 8.01 37
1986-87 7672 15.18 134.2 5.09 155.1 9.15 6.03 (.94
1987-88 10142 17.42 148.8 10.88 166.4 7.29 10.14 -0.74
1988-89 15604 22.83 156.9 5.44 180.9 8.71 14.12 8.67
1989-90 15497 18.46 171.1 9.05 196.4 8.57 9.89 0.84
1990-91 12348 12.42 191.8 12.10 212.6 8.25 4.17 -7.93
1991-92 9127 8.16 217.8 13.56 213.9 0.61 7.55 -6.00
1992-93 24317 20.11 233.1 7.02 218.9 2.34 17.77 10.75
1993-94 8271 5.69 258.3 10.81 232.0 5.98 -0.29 -11.10
1994-95 45776 29.82 285.2 10.41 251.0 8.19 21.63 11.22
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Table V-5 : Major Banking Variables During The First Half of 1995-96

V-55

(Rs.crore)

Financial Year Variations

Sept. 30,1994
over
March 18,1994

Sept.29,1998
over
March 31,1995

Sept.29,1993
over
March 17,1995

| 2 3 4
Aggregate deposits 37.521 11,740 31,901
(11.9) (3.0) (8.7)
Demand deposits 8.034 -5,040 5,979
(14.2) (-6.6) 9.1
Time deposits 29,487 16,786 25,922
(114 (5.4 (8.6)
Bank credit 13.391 10,229 19,095
(8.1) (4.8) 9.4)
Food credil 87 332 -54%
( 0.8) (2.7 (-4.2)
Non-tood credit 13,304 9 898 19.643
(8.7) (5.0) ( 10.4)
[nvestment in 14,6069 6,178 7.402
Govl. securitics (14.5) (5.3 (6.4)

Note . Figures in brackels represent percentages.

Table V-6: Composition of Priority Sector Advances$ : Public and Private Scctor Banks

(Per cent)

1993* 1994*

Public Private Public Privale
Sector Scector Sector Sector Sector

Banks Banks Banks Banks
1 2 3 4 5
Agriculture:
Direct 37.8 19.8 34.8 17.9
Indirect 3.4 1.9 39 2.6
Total 41.2 21.7 38.7 20.5
Small Scale 40.0 53.1 40.7 54.2
Industries
Others 18.% 25.2 20.6 25.3
Total 100.0 100.0 100.0 100.0

* 0 Data for public sector and private sector banks refer

$ ¢ Data are provisional .

to December and March of the selecied years respectively.
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Table V-7: Export Credit Refinance

(Rs. crore)
As on last Outstanding Export Credit Percentage of
reporting Export Refinance Col.3 to
Friday of Credit @ Limits Col.2
1 2 3 4
March 1994 16,986 8,713 s1.3
June 1994 16,960 7,430 43.8
Sept. 1994 15,858 6,817 43.0
Dec. 1994 16,521 7,098 43.0
March 1995 19,592 9.395 48.0
June 1995 22,235 9,349 42,1
Sept. 1995 22,609 9.658 42.7
@ Eligible for refinance.
Table V-8 : Progress of Primary Co-operative Banks
End March
1993 1994 1995
[ 2 3 4
No. of PCBs 1,399 1,400 1.431
No. of Licensed PCBs 1,039 1,045 [.107
No. of offices of PCBs 3,691 3,853 4,224
Deposits (Rs. crore) 13,531 16,769 19,789
l.oans Qut standing (Rs.crore) 10,132 12,172 14,575
2,224 2,723 3,254

Owned Funds (Rs.crore)
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Table V-9 : Minimum Margins and Level of Credit
Ceilings on Bank Advances apgainst Commodities subject to Selective
Credit Controls (cffective April 18, 1995)

Commoditics Minimum Margins Level of ¢redit
e e ceiling (Base Year .
Mills/ Others Warchouse Three Years ended
processing receipts 1993.94
units November-October)
2 3 4 h
1. Pulses 60 75 60 85
2. Other foodgraing 45 60 45 100
(other than paddy/rice,
wheat & pulses)
3. Oilseeds (viz.. 60 75 60 85
Groundnut,Rapeseed/
Musiard.Cottonseed,
Linseed, Castorseed and
all imported oilseeds)
4. Vegetable oils (viz., 60« 75 60 85
Groundnut oil,Rapesecd/
Mustard oil,Cottonseed
oil,Linseed oil,Castor
oil, Vanaspati and all
imported vegetable otls)
5. Sugar
a)Bulfer 0 -
byUnreleased stocks 20 - -
¢)Released 75 75 60 -
6. Gur and Khandsari 45 75 60
7. Couon and Kapas X 60 45 100 ¢
@ Applicable to registered oil mills and vanaspati manulacturers
- Not applicable
X Exempted from the stipulations

+ Applicable to other than cotton mills including spinning mills
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Table V-10 : Scheduled Commercial Banks’Outstanding Advances

against Selected Commodities

(Rs. crore)

Commodities

As on the last Friday of

March 1993 March 1994 March 1995%
Amount Percentage Amount Percentage Amount  Percentage
to total to total to total
| 2 3 4 5 6 7
1. Foodgrains(excluding food 864.3 24.9 912.6 27.8 1021.5 23.6
procurement advances)
(a) Paddy/rice 618.9 17.8 606.4 18.5 643.0 14.9
(b) Wheat 89.5 2.6 96.6 2.9 105.6 2.4
(c) Pulses 47.3 1.4 47.7 1.5 57.3 1.3
(d) Other foodgrains 108.6 3.1 161.9 4.9 215.6 5.0
2. Sugar (including khandsari 1214.3 34.9 1036.1 31.5 1490.5 34.5
and gur)
(a) Sugar 1178.8 33.9 991.0 30.2 1413.5 32.7
(b)Y Khandsari 32.4 09 41.3 1.3 73.2 1.7
(¢)y Gur 3.0 0.1 3.9 0.1 3.7 0.1
3. Major Oilsceds 158.7 4.6 208.5 6.3 266.3 6.2
(a) Groundnut 24 .4 0.7 30.6 0.9 64.2 1.5
(b) Rapeseed/Mustard 23.3 0.7 28.7 0.9 39.2 0.9
(c) Linseed 0.6 0.0 0.5 0.0 0.5 0.0
(d) Castorseed 3.1 0.1 3.8 0.1 9.0 0.2
(e) Cottonseed 11,0 0.3 12.0 0.4 19.1 0.4
(f) Soyabean 78.7 2.3 112.7 3.4 112.4 2.6
(g) Other Oilseeds 17.5 0.5 20.3 0.6 22.0 0.5
4. Major Vegetable oils and 314.8 9.1 298.4 9.1 385.6 8.9
Vanaspati
(a) Groundnut Oil 47.7 1.4 21.0 0.6 25.1 0.6
(b) Rapeseed/Mustard Oil 57.4 1.7 58.6 1.8 62.3 1.4
(c) Castor Oil 11.9 0.3 20.8 0.6 79.2 1.8
(d) Linseed Oil 2.0 0.1 2.3 0.1 1.4 0.0
(e) Cottonseed Oil 21.5 0.6 25.3 0.8 30.1 0.7
(f) Soyabean Oil 442 1.3 28.9 0.9 65.4 1.5
(g) Other Veg. Oil 43.8 1.3 43.8 1.3 40.3 0.9
(h) Vanaspati 86.3 2.5 97.6 3.0 81.7 1.9
5. Cotton and Kapas 769.2 22.1 686.2 20.9 1031.0 23.9
6. Raw Jute 154.2 4.4 143.2 4.4 127.7 3.0
Total 3475.6 100.0 3285.1 100.0 4322.5 100.0
* Data are provisional
Note : Data on advances against cotton and kapas, raw jule, oilseeds and oils are exclusive of advances to Cotton Corporation of
India, Jute Corporation of India and National Dairy Development Board, respectively.
Source ;. Estimates are based on Basic Statistical Return-3 received from head offices of banks.
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Table V-11 : Sccurity-wise Advances to Mills/Factories and Industrial Users
(As Percentage To Total Credit Against Sensitive Commoditices)

V-59

Sr. Commodities Last Friday of
No. e

March 1995 March 1994 March 1993
] 2 3 4 5
| Sugar 98 .9 97.3 97 .4
2 Soyabean Oil 98.8 935.5 69.5
3 Khandsari 96.4 94 .4 90.4
4 Vanaspati 96.2 98.2 98.7
5 Castor Oil 96. 1 788 98 3
6 Linseed Oil 92.9 100.0 95.0
7 Other Veg.Oils 92.8 84.2 87.0
8 Cottonseed Oil 92.7 98.0 940
9 Rapeseed/Mustard 90t 71.8 R().3
10 Raw Jute 88.6 90.4 91.4
L Groundnut 88.6 38.2 40.2
12 Wheal 87.8 88.8 8.3
13 Rapeseed/Mustard Oil 87.0 88.4 913
14 Soyabean 86.8 93.3 83 Y
15 Groundnut Oil 85.3 77.1 93.3
16 Pulses 84.1 80.1 64.3
17 Paddy and Rice 77.4 76.7 82 4
18 Cotton and kapas 76.5 7.2 09.5
19 Coltonseed 67.0 45.0 97.3
20 Other Oilseeds 518 70.9 8.9
21 Linseed 40.0 800 1000
22 Gur 32.4 41.0 333
23 Castorseed 26.7 68.4 6.3
24 Other Foodgrains 21.6 20.0 28.8
All Selected Commoditics 83.8 82.7 83.8

Source :Basic Stalistical Return-3.
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Table V-12 : Direct Institutional Finance for Agriculture and Allied Activitics

(Rs. Crorey

Source of Finance

Loans issued during the year
(April-March)

Loans Oultstanding as on March 31

1990-91 1991-92 1992-93 1993-94 1991 1992 1993 1994
1 2 3 4 S 6 7 3 )
I. Co-operatives 4,819.1* 5,799.8* 7,956.3P 8,593.3P 10,531.04# 12,176.3# 12,658.11 14,353.61
of which: (47.3) (50.3) (56.8) (56.1) (35.9) (39.1) 138.2) (40.5)
(a)  Shori-term loans by PACS 3,447.6* 3936.6* 5,907.1P 6,030.0P 517804 5,109.94 6. 108.1P & 104.5Pp
(including LAMPS and FSS)
(b)  Medium and Long-term loans
by PACS and CL.DBs 1,371.5*  1,863.2*% 2,049.2P 2,563.3P 535304 7,066.4#% 6.550.0P 6.,249.1p
1. Scheduled Commercial Banks *
(excluding RRBs) 4,675.5 4,805.9 4959.9 5399.9 17,031.6 16,981.0 18,287.8 19,112.9
of which: (45.9) (41.6) (35.4) (35.7) (58.1) (54.5) (55.2) (53.9)
(a) Short-term loans 2,047.6 23412 2431.8 2860.2 4.234.7 4.630.6 4.988.2 5,425.4
(b) Term l.oans 2,627.9 2464.7 2528.1 2539.7  12,796.9  1,2350.5 13,299.6 13.687.5
[Il. Regional Rural Banks 334.5 596.3 697.7 745.0 1,752.9 1,984.3 2,206.0 1,982.2
of which: 3.3) (5.2) (5.0) 4.9 (6.0) 6.4) (6.7) (5.6)
{a) Short-term loans 124.9 336.5 450.8 4743 589.7 678.8 799.0 828.2
(b) Term loans 209.6 259.8 246.9 270.7 1,163.2 1,305.5 1,407.0 1,154.0
IV. State Governments** 358.6 338.5 388.5 377.0r
(3.5) 2.9) (2.8) (2.5)
V. Total Direct Finance (I to IV)@ 10,187.7 11,540.5 14,002.4 15,115.2 29,315.5 31,141.7 33,151.9 35,448.7
of which:
(a) Short-term loans 5,978.7 6,952.8 9,178.2 9.741.5 10,002.4 10,4193 11.,895.3 14,3581
(b) Medium and Long-term loans 4,209.0 4 5877 4,824.2 5.373.7 19.313.1 20,722.4 21,256.6 21,090.6
Note . Figures in brackets are percentage share of the respective institution in total direct finance
P Provisional.
. Not available.
# : Outstanding as on June 30
* : Figures relate o July-June
*x . Taken as short-term loans
@ : The ume periods are different for the institutions.
Source 1) National Bank for Agriculture and Rural Development.

ii) Reserve Bank of India.

iii) Budget Documents of the State Governments.
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Table V- 13 : Indirect Institutional Finance For Agriculture and Allied Activities
(Rs. C'rore)

Source of Finance [oans issued during the year (April-March) Loans Outstanding as on March 31
TT000-91 199192 199293 199394 (991 1992 1993 1yog
1 2 3 4 S 6 7 8 4
I.  Co-operatives @ 1,727.3E1 2,002.3E+ 2,072.7E .. 2,355.1E% 2.,487.2E% 2,590.5
of which:
i) State Co opertive Banks @@ VT7SEE 360 4EY 393 08 - RU2 ¥EL  9S1.6ED 9820k
(h)y  Central Co-operanive Banks @@ 1,399.8ET 1,642.2E1 1,679.7E .. 1,402 3E+ 1.535.6F% 1.608.51:

fI. Scheduled Commercial Banks

(excluding RRBs) 199.9* 197.6* 157.9% . 1,189.4% 1,433.24 1,551.7# 2,099.2#
III. Regional Rural Banks 8.8 6.9 4.5 0.4 23.7 38.7 39.8 333
IV. Rural Electrification Corporation ## 709.1 587.8 474.3 6,92.0 4,524.0 48749 5,174.9 5,654.6
V. Total Indircect Finance 2,645.1 2,794.6 2,708.7 . 8092.2 8,834.0 9,391.1

: Not available.

& o Listimates.
@ . Taken as short-term loans.
@@ o Loans issued mclude food procurenment finance.
t o Reliate o July-June.
i3 © Qutstanding as on June 30,
# o Priority Sector advances.
H# o Taken as Tong-term loans
* : Disbusrement to Priority sectors as at the end ol Junc.
Source ;1) National Bank For Agriculture and Rural Development.

i) Rescerve Bank of India.
iiiy Rural Electrification Corporation L.td.

Table V-14 : Disbursements of Credit for Agriculture and Allied Activities (Direct) by
Scheduted Commercial Banks during 1990-91 to 1993-94 (July-Junc)
(Rs. Crore)

Category of Banks 1990-91 1991-92 1992.93 1093.94
1 2 3 4 5

State Bank of India Group 1.494 1.582 1.640 1612
(32.0) (32.9) (33.1) (29.9)

Nationalised Banks 3,001 3.026 o 381
(64.2) (63.0) (62.7) (65.2)

Forcign and Other Scheduled 180 198 209 2649
Commercial Banks (3.8) (4.1) 42 i5.0)
Total 4,675 4,806 4,959 5,400
(100.0) (100.0) (100.0) (100.0

Note . Figures in brackets are the percentage share of each category of banks in the total loans disbursed.
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Table V-15 : Purpose-wise Disbursement of Direct Credit by Scheduled
Commercial Banks During 1990-91 to 1993-94 (July-Junc)
(Rs. Crore)

Purpose 1990-91 1991-92  Annual % 1992.93  Annual % 1993-94  Annual %
Variation Variation Variation
1 2 3 4 5 6 7 8
I. Short-term Loans 2,047.0 2,341.2 14.4 2,431.8 3.9 2,860.2 17.6
(Including crop loans) (43.8) (48.7) (49.0) (53.0)
II. Term Loans (A+B) 2,628.0 2,464.5 -6.2 2,528.1 2.6 2,539.7 0.5
(56.2) (51.3) (51.0) (47.0)
A. Loans for Agriculwure 1,867.0 1,730.4 -7.3 [,773.8 2.5 1.697.5 4.3
(39.9) (36.0) (35.8) (31.4)
i) Minor Irrgiation 347.0 260.5 -24.9 286.4 9.9 292.3 2.1
Schemes 6.4) 4.8) (5.3) (5.4)
ii) Reclamation and Land 55.0 55.5 0.9 51.9 -6.5 41.2 -20.6
Development Schemes (1.0) (1.0) (1.0) (0.8)
iil) Tractors and Agricul- 847.0 846.4 -0.1 965.7 14.1 925.3 -4.2
tural Implements and 15.7) (15.7) (17.9) (7.1
Machinery
iv) Plantations 107.0 90.3 -15.6 94 .1 4.2 100.6 6.9
(2.0) (1.7) (1.7) (1.9)
v) Other Term Loans 511.0 477.7 -6.5 375.7 -21.4 338.1 -10.0
(9.5) (8.8) (7.0) 6.3)
B. Loans for Allied 761.0 734.1 -3.5 754.3 2.8 842 .2 11.7
Activities (16.3) (15.3) (15.2) (15.6)
i) Dairying 314.0 304.6 -3.0 299.5 -1.7 3381 12.9
(6.7) (6.3) (6.0) (6.3)
ii) Poultry Fanning 110.0 114.1 3.7 80.6 -29.4 125.1 55.2
Pigpery and Bee- 2.4) 2.4) (1.6) (2.3)
keeping
iii)  Fisheries 51.0 66.5 30.4 71.6 7.7 141.9 98.2
(1.1} (1.4) (1.4) (2.6)
iv)  Others 286.0 248.9 -13.0 302.6 21.6 237.1 21.6
6.1) (5.2) 6.1 (4.4)
Grand Total (I+11) 4,675.0 4,805.7 2.8 4,959.9 3.2 5,399.9 8.9
(100.0) (100.0) (100.0) (100.0)

{iigures in brackets are percentage share of the repective items in grand total



Table V-16 : Region-wise and Term-wise Disbursement of Credit by
Schoduled Commercii! Banks During 1990-91 to 1993-94 (July-June)

e Crege

Region 1990-91 1961-62 1992-93 150353
Sher:- Long- Toral Short- Long- Totai Short- Long- Taal Shaort- Long- Tomal

Term Term Term Term Term Term Ierm Term
! 2 3 4 S 6 7 & 9 10 I 12 i3
Northern Region 106.0 304.0 610.0 106.9 530.6 637.3 118.9 385.6 704 .8 122, 469.8 5922
s i19.2) (13.0) (4.6 (21.5% 113.3) 4.9 (23 2} 142y 4.3 [RE-INY (Mth
North-Eastern Region 4.0 21.0 25.0 6.4 19.6 26.0 6.5 9.2 25.7 7.6 233 329
(0.2 (0.8 (0.5 (0.3 {0 8 (0.5) (0.3) 0 8 (0.5) (0.3 1.0 (0.6
Eastern Region 105.0 310.0 415.0 121 2554 377.0 131.1 1271 35222 i21.0 2056 326 6
i5h (11.8} (8.9) P82 (10 4, (7.8 (5.4 8 7 [N 42 X1y RIT
Central Region 160.0 632.0 792.0 170.2 359.8 730.0 179.6 546.5 7261 iR2.5 3809 763.4
i7.8) (24.0) (16.9) (7.3 (22.7 115.2) 7.4 (21.6} (14.6 6.4 226 e

Western Region 228.0 419.0 647.0 239.6 3827 622.3 2831 108.9 692.0 3126.6 3R222

(11.1y (15.9: (13.8) {10.2; (15.5: (12.9 (11.6) (16.2: (14,0 114 [N
Southern Region 14440 742.0 2186.0 1696.5 716.6 24123.1 1712.7 746.4 24391 21001 8759  2976.0
(70.5 (28.2) (46.8) (72.5) (29.1; (50.2) (70.4} (29.5; (19.6} (7340 (3,55 035 D
All India 2047.0 2628.0 4675.0 2341.2 2464.5 4805.7 2431.8 2528.1 4959.9 2860.2 2539.7  5399.9

(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0) 1100.0) (100.0) (100.0)

Note = Figures in brackets indicate the percentage share of the region in all India

Northern Region : Chandigarh. Delhi. Haryana. Himachal Pradesh. Jammu & Kashmir. Punjab and Rajasthan.
North-Eastern  :© Assam. Manipur. Meghalya, Mizoram, Nagaland, Tripura and Arunachal Pradesh.

Region

Eastern Region : Sikkim, Bihar, Orissa. West Bengal and Andaman & Nicobar Islands.

Central Region : Madhya Pradesh and Uttar Pradesh.

Western Region : Goa, Daman & Diu. Dadra & Nagar Haveli, Gujarat and Maharashtra.

Southern Region : Andhra Pradesh. Karnaraka, Kerala, Pondicherry and Tamil Nadu.

SINHNAOTIAHT DNIANVH ANV AAVIINOIW

£O-A
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Table V-17 : Outstanding Advances of Public Scctor Banks to Priority Sector

End-March
(Rs. Crore)
Item Annual % Annual %
1993 1994 Variation 1995pP Variation
1 2 3 4 S5 6
I) Outstanding advances to 48.384 52,945 9.4 61.794 16.7
priority sectors
Percentage (o total credit 36.5 38.2 36.6
II) Outstanding total 19,934 20,930 5.0 23 513 12.3
advances to agriculture
a) Direct 18,450 18,921 2.6 20,813 10.0
b) Indirect 1,484 2,009 35.4 2,700 34.4
Percentage of II to total credit 14.7 15.0 13.9
III) Outstanding advances 11,860 12,986 9.5 13,918 7.2
Lo weaker sections
Percentage to priority 24.5 24.5 22.5
sector advances
Percentage to total credit 8.9 9.4 8.2
Note : With effect from October 21, 1993, direct and indirect advances for agriculture have been clubbed within the target of 18 per

cent for agricultural lending as a whole with a proviso that indirect lending should not exceed one-fourth of total agricultural
lending tartget of 18 per cent of Net Bank Credit.
p : Provisonal
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Table V-18 : NABARDs Credit fo Co-operatives, Regional Rural Banks and State Governments During 1992-93 to 1994-95
(Rs. crore)

’ 1992-93 1993.94 1994.95
Agency/Purpose Period Limus Qut- Limits Out- Luuits Qui-
sanc stand sanc  standings sanc-  standings
tioned mgs toned ttoned
| 2 3 4 3 6 7 8
I. State Co-operative Banks
A.  Short-term
(i) () Scasonal Agricultural Operations July Junce 3,316 2,068 3,509 2,220 4,101 2,411
(by Out of (a) : for Oilseeds Production July June 415 192 417 248 499 251
Programme
(€) Ont of (4) : for National Pulses July-luine 24 5 23 5 33 6
Development Programme
(iD) Produce (Marketing) Loan Scheme July June 3 | 5 t 14 2
(ii1) Marketing ol crops including cotton
and kapas July-June 9 1 4 - 4
(1v) Purchase and Distribution ol Fertilizers January- 85 41 69 - 53 1
December
(v) Production and Marketing Activities of
Co-operative weavers Society April-March 492 382 530 278 610 494
(vi) Financing of Production & Markeung Aprii-March 14 12 1o 13 16 12
activities ol Industrial Co-operatives.
(vil) Financing of co-operative Sugar Factories  July June - - s - 200 175
(viti) Purchase and sale of Yarn July June 21 11 21 6 13 2
(ix) Financing of Individual Rural Artisans April-March 6 ht 7 6 7 6
through PACS
B, Medium-term
(1) Appraoved Agricultural purposes January 120 77 8 53 9 32
December
(i) Purchase of shares in co-operative January- - 2 1 2 1
sugar factories/processing societies December
(i1i) Conversion of Short-lerm Joans into July-June 244 157 47 100 347 84
Medium-term loans
Il. Regional Rural Banks
A.  Short-Term - Scasonal Agricultural
Operations July-June 502 498 S8y 547 728 666
B. Medium-Term
1) Non-Schematic July-June 58 224 61 188 83 180
1) Conversion of ST loans mto MT loans  July June 3 2 6 3 4 2

Iy, State Governments
Long-term loans to State Governments for April March = 24
contribution to share capital of co-operative

293
[
i

4 237 73 282

credil Tastitutions

- o Nil or Neghygible
Source - NABARD
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Table V-19 : Purpose-wise Sanctions and Dishursements of Refinance by NABARD during 1993-94 and 1994-95 (April-March)

(Rs. Crore)
Purpose No.of Schemes Sanctioned * Commitments Disbursement
1993-94 1994-95  Annual % 1993-94 1994-95  Annual % 1993-94 1994-95  Annual 'Z
Variation Variation Variiation
1 2 3 4 5 6 7 ¥ 9 10
Minor Irrigation 2926.0 2863.0 -2.2 706.0 1096.4 55.3 589.0 597.7 1.5
(42.9) (38.9) (21.8) (29.0) (21.5) (19.9)
Land Development/ 147.0 168.0 14.3 32.0 31.3 2.3 18.0 17.0 -5.6
CAD 2.2) (2.3) (1.0) (0.8) (0.7) 0.6)
Farm Mechanisation - 631.0 684.% 8.5 631.0 685.2 8.6
(19.5) (18.1) (23.0) (22.8)
Plantation/Hort- 995.0 1088.0 9.3 265.0 207.3 -21.8 122.0 129.2 5.9
iculture (14.6) (14.8) (8.2) (5.5) (4.4) (4.3)
Poultry/Sheep 805.0 1366.0 69.7 121.0 187.7 55.1 96.0 139.7 45.5
Breeding/Piggery  (11.8) (18.6) 3.7 (5.0) (3.5) (4.6)
Fisheries 563.0 546.0 -3.0 114.0 157.8 38.4 55.0 100.7 83.1
(8.3) (7.4) 3.5 (4.2) 2.0y (3.3)
Dairy Development 918.0 988.0 7.6 157.0 2223 41.6 148.0 170.8 15.4
(13.5) (13.4) (4.9) (5.9 (5.4) (5.7)
Storage/Market 67.0 53.0 -20.9 38.0 15.3 -59.8 16.0 18.0 12.7
.Yﬂrds (1.0) 0.7) (1.2) (0.4) (0.6) (0.6)
IRDP - - 662.0 606.3 -8.4 662.0 620.4 0.3
(20.3) (16.0) (24.1) (20.6)
Others # 393.0 282.0 -18.2 506.0 568.6 12.4 408.0 532.1 30.4
(5.8) (3.8) (15.7 (15.D (14.8) (17.7)
Total 6814.0 7354.0 7.9 3232.0 3777.8 16.9 2745.0 3010.8 9.7
(100.0) (100.0) (100.0) (100.0) (100.0) (100.90)

Note : Figures in brackels are percentage share of the respective items in total

# : Includes Bio-gas, Forestry, Non-Farm Seclor, etc.
: Excludes schemes sanctioned under Automatic Refinance Facility.

*
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Table V-20: Agency-wise Sanctions and Disbursements of Refinance
by NABARD during 1993-94 and 1994-95 (April-March)
(Rs.Crore)

Number of schemes* NABARD'S Disbursements by
Agency Commitments NABARD
1993-94 1994-95  Annual % 1993.04 1994-95  Annual % 199394 1994-95  Annual %
Variation Variation Variattan
1 2 3 | 3 [} 7 & 9 10
1. State Land Development 2.231.0 2.657.0 19.1 [.164.0 1,541 .8 32.5 1.113.0 1,206.7 & 4
(32.7h (36 1) (36.0) (40.8) (40.5) 40.1)
2. Scheduled Commiereial 3.687.0 3,671.0 -0.4 1,375.0 1,386.9 0.9 1,029.0 1,092.9 6.2
Banks (54.1) (49 .9) (42.5) (26.7) (37.5) (36.3)
3. Regional Rural Banks 401.0 602.0 S0t 386.0 506.4 31.2 358.0 441.5 233
5.M (8.2) (11.9) (13.4) (13.0) (14.7)
4. State Co-operative Banks 495.0 424.0 -14.3 307.0 342.7 1i.6 245.0 269.6 10.0
(7.3 (5 %) 9.5) 9.1 (8.9) (9.0)
Total 6,814.0  7,354.0 7.9 3,232.0  3,777.8 16.9 2,745.0  3,010.8 9.7
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0)
* ¢ Excludes schemes sanctioned under Automauc Refinance Facility.

Figures in brackets are the percentage share ol the respective institution in total
Souwrce  © NABARD
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Table V-21 : Region-wise Sanctions and Disbursements of Refinance by NABARD
during 1993-94 and 1994-95 (April-March)
(Rs. crore)

Region No.of Schemes NABARD’S Disbursements

Sanctioned Annual % Commitments Annual % Aunual %

Variation Variation Variation
1993-94 1994-95 1993-94 1994-95 1993-94 1994-95

1 2 3 4 5 6 7 8 9 10

Northern 528.0 577.0 9.3 479.0 573.4 19.7 453.0 5199 14.8
(7.7 (7.8) (14.8) (15.2) (16.5) (17.3)

North-Eastern 103.0 99.0 -3.9 55.0 47.1 - 14.4 40.0 50.6 26.5
(1.5) (1.3) (1.7) (1.2) (1.5) (1.7)

Eastern 291.0 387.0 33.0 274.0 306.9 12.0 256.0 273.6 6.9
(4.3) (5.3) (8.5) (8.1) (9:3) 9.1

Central 569.0 1,487.0 161.3 554.0 [,071.5 93 .4 585.0 628.0 7.4
(8.4) (20.2) (17.1) (28.4) (21.3) (20.9)

Western 1.764.0 1,156.0 -34.5 665.0 702. 5.6 499.0 554.3 (W
(25.9) (15.7) (20.6) (18.6) (18.2) (18.4)

Southern 3,559.0 3,645.0 2.4 1,205.0 1,076.9 -10.6 912.0 9843 7.9
(52.2) (49.6) (37.3) (28.5) (33.2) (32.7)

All India 6,814.0 7,354.0 7.9 3,232.0 3,777.8 16.9 2,745.0 3,010.8 9.7
(100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Note : * : LExcludes Schemes sanctioned under automatic refinance facility.
Figures in brackets represent the percentages to all-India.
Source  : NABARD

Table V-22 : Purpose-wise NABARD’s Refinance Assistance under IRDP during 1993-94 and 1994-95 (April-March)

(Rs.Crore}

Purpose Disbursements
1993-94 1994-95
! 2 3
Minor Irrigation 83 67
(13) (1n
Dairy Development 160 142
(24) 23
Sheep/Goat/Piggery 56 55
‘ (8) (9)
Livestock™* 58 38
(9) (6)
ISB 253 263
(38) (42)
Others + 52 55
(8) (©)
Total 662 620
(100.0) (100.0)
Notey 1 Figures in brackets indicated percentage to total
* - Includes bullocks, bullock-carts. camel, etc.
+ . Includes other classified items
1SB- Industry Service and Business

Source . NABARD.
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Table V-23 : NCDC’s Financial Assistance (Dishursements)

from 1992-93 to 1994-95 (April-March)

V-69

(Rs. crore)

Schemes / Purposes 1992-93 1993-94 1994-95
1 2 3 4
I. Central Schemes 217.0 197.0 250.6
W) Co-operative Storage Porgrammes
with International aid 33.0 7.0 12.1
b) Co-operative Marketing, Processing
and Storage programmes in under-
developed states/Union Territories 1.0 24 .0 31.9
¢) Finance tfor Co-operatives Sugar
Factories, Co-operatives
Spinning Mills, NAFED, etc. 128.0 129.0 190.6
d) Miscellaneous 45.0 37.0 16.0
1. Corporation Sponsored Schemes 123.0 90.0 135.7
a) Storage 7.0 4.0 5.7
b) Agro-processing 73.0 20.0 61.2
¢) Weaker Sections 22.0 42.0 42.9
d) Agricultural Marketing 17.0 16.0 18.5
¢) Rural Consumer Activity 2.0 1.4
) Agro-Services and Promotional and
Developmental Programmes, cte. 2.0 2.0 6.0
111, ‘Fotal (I + 1I) 340.0 287.0 386.3

Source

: National Co-operative Development Corporation.
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Table V-24: Progress of Crop Insurance Scheme

Season No. of States No. of Farmers  Area Covered Sum insured ‘Total msurance Claims paid
& UTs Covered (lakh (Rs. crore) Charges (Rs. crore)
[mplementing (lakh) hectares) (Rs. crore)
1 2 3 4 5 6 7
Kharif 1986 18 39.56 77.40 856.20 14.99 169.37
Rabi 1986-87 17 11.28 21.00 242.37 4.52 4.59
Kharif 1987 21 46.32 84.11 1140.08 19.10 277.40
Rabi 1987-88 19 21.28 32.36 475.44 8.85 12.08
Kharif 1988 13 29.64 52.35 547.89 8.82 2919
Rabi 1988-89 9 8.73 10.13 164.10 3,12 3.87
Khartf 1989 17 42.27 66.46 873.89 14.48 34.41
Rabi 1989-90 17 6.60 9.59 151.56 2.77 2.8%
Kharif 1990 17 19.43 34.09 S15.15 7.66 81.56
Rabi 1990-91 16 7.94 10.70 196.28 3.50 4.04
Kharif 1991 17 37.61 68.61 931.41 14.43 195.27
Rabi 1991-92 15 7.76 10.95 199.94 3.55 6.03
Kharif 1992 17 41.16 72.27 1.154.66 18.12 41.30
Rabi 1992-93 16 7.41 10.16 228.35 4.10 4.77
Kharif 1993 17 42.30 72.08 1,309.38 20.65 28.94
Rabi 1993-94 16 8.18 11.24 277.84 4.89 1l
Kharif 1994 17 40.71 69.60 1.446.51 21.90 11.44
Rabi 1994-95 p 16 57.53 10.72 215.48 3.66
Note : p o Provisional.

Source

: General Insurance Corporation of India.



CHAPTER VI

FINANCIAL MARKETS*

Overview

One of the suger favourable outcomes of
Frnancial sector reforms would be the integration
of different seements of the tinancial market.
Apart from the organised credit market
dominated by the commercial banks (discussed
already i the  secuon ou “Banking
Developments” i Chapter Voof this Report).
there are the meney marker with the major
segment being the call/notice money market, ihe
capital mark 2zt consisting of primary and
sccomdary seoments and term capttal market.
debt market comprising PSU bonds and
corporate debentures, gilt-edged marker for
Government securities, housing finance market,
hire purchase anel feasing {fnance murket,
msurance marked anad Gweren exchange market,
The soformal credit market would have w bitgde
role 1o play once financial markess develop in

terms of both depth and coverage, The rates of

return on various financial assets o the finapcial
market would tcreasingiv show a greater dearee

of alignment, as there occurs furtherance of

institurional developments, facilitating integra-
tron among the vartous segments of the market,

The easy lguidity condittons in the money
market durig the first hall of 1994-95 cave way
to atight liquidity situation by September 1994
Th: secondary market, after remaining buoyant
in the first halt ot 1994-95 witnessed subdued
conditions thereafter due to fack of support from
mvestors and financial institutions, The Reserve

Bank of India ¢ Weekiyy Index Nunmbers of

Ordinary Shure Prices (Base:1980-51 1005
recorded o margmal rise of 4.0 per cent on a
point-to-point basis during 1993-95 as compared

* Tus Chaprer is based on data/miormation aviiable
upto end-Sepiember, 1903
f

with a substantial gain of 49.3 per cent realised
in 1993-04.

New capital issues by the non-government
public limited companies, government
companics, banks and financial institutions
during 1994-95 aggregated Rs.31,001.5 crore
registering an increase of 5.1 per cent over the
preceding year. During 1994-95. the aggregate
assistance sanctioned by All Financial
Institutions (AFIs) (net of inter-institutional
flows ) at Rs.61.554.8 crore registered
sionificant increase of 49.0 per cent over the
previous year. Disbursements by the AlFls during
the year at Rs.33,560.3 crore posted an increase
of 26.2 per cent over the previous vear.

Over the last few years the Indian Capital
Muarketr has  been  witnessing  radical
transformation wirh a number of steps being
taken by the Government, the Rescerve Bank and
the Securities and Exchange Board of India
(SEBI). Introduction of on-line screen-based
rrading system in stock exchanges - 1.e.,
National Stock Exchange and Bombay Stock
Exchange - has improved the wading system
therehy ensuring higher level of transparency.
The acceptance of most of the recommendations
of Malegam Committee on disclosure 1s expected
to raise the level of dissemination ol information
to public. Introduction of a new carry forward
system based on recommendations of the Patel
Committee would help m improving liquidiry.
Setting up of depositories for which an
Ordinance has been promulgated would facilitate
seripless trading i [ndia.

As an integral part of the financial sector
reforms, a number of policy measures have been
undertaken in recent years by the Central
Government to activate and widen the
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Government securities market. These include :
a move towards market related rates of interest,
a phased reduction in Statutory Liquidity Ratio
(SLR), the setting up of Securities Trading
Corporation of India Ltd. (STCI), the
introduction of Delivery Versus Payment (DVP)
System for transactions in Government
securities, infusion of greater transparency in
secondary market transactions and the
introduction of a system of Primary Dealers in
Government securities and Treasury bills. The
most fundamental reform in this direction
however, was the decision of the Government
of India to delink budget deficit from automatic
monetisation.

The major developments in the various seg-
ments of the financial market are set out below.
The progress of financial sector reforms during
1994-95 and 1995-96 is captured in the
Annexure.

Money Market

The money market provides an avenue for
equilibrating the mismatch between demand for
and supply of funds at the short-end of the
market. The available instruments are money at
call (overnight) and short notice (up to fourteen
days), Certificates of Deposit (CDs),
Commercial Papers (CPs), term money
borrowings and commercial bills rediscounting.

a) Call/Notice Money Market

The call/notice money market was character-
ised by easy liquidity conditions in the greater
part of the first half of 1994-95. The fortnightly
weighted average lending rate of Discount and
Finance House of India (DFHI) ranged between
3.6 per cent and 9.0 per cent up to end-August
1994. The market witnessed spells of tight
liquidity in September 1994 owing to advance
tax payments and a marked expansion in noa-
food credit and the rate peaked to 53.0 per cent
on September 30, 1994. With a view to bringing
about more orderly condition in the call money

market, the Reserve Bank advised banks to
minimisc day-to-day swings in their CRR
balances with the RBI. Subsequently, during the
quarter ended December 1994, the call lending
rates of DFHI ruled easy ranging between 5.7
per cent and 10.4 per cent (Statement 120 of
Vol.II). Banks experienced liquidity problems
once again since January 1995 due to moderation
in capital inflows, sustained increase in non-food
credit, and temporary factors such as advance
tax payments and PSU equity sales. As a result,
the call money market turned tight and the
DFHI’s lending rates ranged between 11.6 per
cent and 16.1 per cent in the last quarter of 1994-
95. To ease the situation, the Reserve Bank
injected liquidity into the system by way of
support to the DFHI and the STCI as well as
through some limited open market purchases of
dated Government Securities. Reserve Bank’s
support to DFHI and STCI touched a peak of
Rs.4,873 crore on February 15, 1995, Reflecting
the varying liquidity conditions, the tortightly
daily average borrowings ot 31 major scheduled
commercial banks in the call/notice money
market declined from Rs.6,330 crore in the
fortnight ended March 18, 1994 to Rs. 4,616
crore during the fortnight ended March 17,
1995. The fortnightly average lendings ot these
banks declined from Rs.3,682 crore in the
fortnight ended March 18, 1994 to Rs.2.,403
crore during the fortnight ended March 31,
1995.

The call money market continued to
experience liquidity problems in subsequent
months. During the first half of 1995-96, the
DFHI lending rate as a consequence, moved in
the range of 9.2 per cent and 15.0 per cent.

Discount and Finance House Of India Lid.
(DFHI)

DFHI accounted for about 15 per cent of
total turnover in the call/notice money market
in 1994-95. The cumulative turnover in 1994-
95 in the call and notice money market at Rs.
5,29,183 crore however, was slightly below the
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level of Rs. 5,89.434 crore in 1993-94 . The daily
average tending also registered a decline Irom
Rs. 1,600 crore in 1993-94 to Rs. 1,431 crore
in 1994-95. However, its turnover in Treasury
Bills recorded an increase from Rs. 19,971 crore
i 1993-94 (v Rs. 30.921 crore in 1994-95. The
turnover in Government dated securites showed
a decline from Rs. 14,388 crore in 1993-94 to
Rs. 12,488 crore in 1994-95 mainly due to the
progressive elongation of the period of reverse
repos from 1-2 days to 14 days (Table VI-1).

(b) Certificates of Deposit (CDs)

The stringent conditions in the money market
reinforced the banks’ interest in CDs. The out-
standing amount of CDs issued by scheduled
commiercial banks which had shown a declining
trend in the carly parc of [994-95 from Rs.6,041
crore in the fortnight ended April [, 1994 to
Rs.5,218 crore in the fortnight ended July &,
1994, rose steadily to Rs.8,017 crore in the
formight ended March 31, 1995 (Statement 79
of Vol.1I}. The typical interest rates on CDs
with a one year maturity also increased from
the range of 7.00 - [2.00 per cent during March
1994 to the range of 9.00-15.00 per cent during
March 1995 and that ol maturity of 3 months
increased from the range of 8.50-9.50 per cent
to 12.00-13.50 per cent during the period.
During the first halt of 1995-96, the total of out-
standing CDs amounted to a high of Rs. 13,873
crore in the tortnight ended September 29, 1995,
reflecting continuing tight liquidity conditions. The
CD rates also remained high in the range ot 9.00-
15.50 per cent during this penod.

¢) Commercial Papers (CPs)

During 1994-95, there were moderate
transactions in C'Ps partly reflecting the impact
of the withdrawal of stand-by arrangement
factlity to banks in October 1994 and also
stringent money market conditions. Only the
highly rated companics could tloat CPs, that wo
at a higher rate. Accordingly, the outstanding
amount of CPs showed a sharp decline by Rs.

2.661 crore during 1994-95 and stood at Rs.604
crore as on March 31, 1995, The typical interest
rates otfered on CPs were higher in the range
of 14.00-15.50 per cent per annum in March
1995 compared with 10.00-11.00 per cent in
September 1994 (Statement 80 of Vol.ll).
During the first half of 1995-96 there was a
further rcduction in the volumc of CPs
outstanding following the introduction ot a loan
system of credit delivery. In October 1995, the
cash credit portion was further reduced to 60
per cent of the MPBF which in turn would
reduce recourse to CP financing by the corporate
sector. As per the extant guidelines, a company
can issuce commercial paper to a maximum of
75 per cent of cash credit. In October 1995 the
CP rate turther rose sharply to 16.00-19.00 per
cent and the amount outstanding was of the order
of Rs. 842 crore.

(d) Bills Rediscounting

The outstanding amount of commercial bills
rediscounted by scheduled commercial banks
with various financial institutions at end-March
1995 was higher at Rs. 1,048 crore comparced
with Rs.617 crore in end-March 1994 which fell
to Rs. 996 crore by end-September 1995.

Capital Market
Policy Initiatives and Developments

During 1994-95 and the period covering upto
September 1995, a number of measures werce
announced by the Securities and Exchange Board
of India, Government of India and the Rescrve
Bank of India, with a view to streamiining the
functioning of the capital market.

The following guidelines were notified by
the SEBI during the review period.

In October 1994, the SEBI announced
through a notification that issuers of capital
issues can have the option to decide whether the
issue has to be underwritten or not, followed
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by a notification in November 1994 containing
regulations on “substantial acquisition of shares
and take-overs”.

According to SEBI's notification issued in
May 1995, right-issues would be vetted by lead
managers and not by SEBI. Besides,the revised
guidelines of SEBI issued in May 1995 indicated,

among other things, a minimum 50 per cent of

the net-offer out of the public issue would be
allocated to the individual investors applying for
securities including shares not exceeding 1000

in each case. The capital adequacy norms for
merchant bankers were tightened by SEBI during
the same month.

In July 1995, the Committee set up hy SEBI
under the Chairmanship of Shri Y.H. Malegam
to look into the disclosure norms for public
issues has recommended stricter regulations to
curb irregularities attecting the primary market.
SEBI’s implementation of various recommend-
ations of the Committee are putforth in Box
Vi-1.

BOX VI-]

Disclosure and Investor
Protection - SEBI Guidelines

After examination of the Malegam Committee’s recommendations, SEBI issucd the following guidelines
in September and October, 1995 in the form of clarifications on disclosure norms in offer documents for
protecting the interest of the investors.

9

6.

An unlisted company with a commercial operation of less than two years, going public to raise its
paid-up capital between Rs.3 crore and Rs.S crore shall be eligible for listing only on stock exchanges
with screen- based trading tacility. If the paid-up capital of the company even after the public issue
is less than Rs.3 crore, it shall continue to be eligible to be listed on the OTCEI only.

The companics referred to above will appoint market makers to provide liquidity to stocks who
have o obscerve certain stipulations regarding inventories and period of market making.

Only those Finance Companies shall be cligible to make an issue of securities to the public, who
have a minimum track record of two years of operations or are registered as non-banking finance
companies with RBI or intermediaries with the SEBIL

Individual ceilings in respect of allotment of securities on a firm reservation/ preferential basis need
not be observed within certain categories of persons, etc. However, the ceiling of 10 per cent will
still be applicable for employees as well as share holders. Besides, lead managers can be considerced
for firm allotments upto S per cent ceiling of the proposed issue.

Lead merchant bankers shall make copies of draft prospectus filed with the SEBI available to the
public at a cost.

The prospectus submitted to the SEBI tor vetting shall contain/specify, in addition to the requirements
of Schedule I of the Companics Act, the details of actual expenditure incurred as per SEBI’s
criteria, information on bridge loans or other financial arrangements, ete.

A company can disclose profit projections only if (a) it is a new company and or (b) in case of an
existing company if it is undertaking a new project or increasing the capacity of existing activities
beyond [00 per cent subject to the fulfillment of certain stipulations of SEBI.

Dectails relating to share transactions of promoters group and of the directors of the promoter need
to be disclosed and made transparent.
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BOX VI-1 (Concld.)

VI1-5

9.

10,

Details pertaining to sharcholding of the company by the promoter group and the divectors of the
companies o be disclosed in the prospectus.

In addition, SEBI issued guidelnes relating to book-buttding for issues exceeding Rs 100 crore.
Book-building will be treated as an alternative method of pricing that portion of the 1ssue which is
reserved Tor nstitutional and corporate investors. Issuers will thus have the option ol cither reserving,
securitics for firm allotment or issuing them on the basis ol book-building.

While deciding the price. it will be ensured that the replacement price and the otfer (o the public
should be alike. Underwridng o the exient of uet olfer to public tminimum 25 per cent of the wotal
issucd amount) has been made mandatory for issuers foltowing book-buildimg method.

Lead managers shall certify that all the amendments suggested/observations made by SEBI have been
given effect to in the prospectus i addition to the due diligence certificate to be furnished alonowith

the draft prospecius.

Based on the Paiel Committee on ‘Review
of Carry-Forward System in Stock Exchanges’,
the SEBI announced guidelines for the
introduction of ‘carry-forward’ trading in a
revised form in October 1995,

In order to facilitate enforcement of con-
tinuing disclosure and investor protection norms
and also to allow trading of new instruments in
the secondary markets, changes have been made
in January 1995 in the Securitics Contract
(Regulation) Act, 1956 by amending it to allow
the issuance and trading of options in securitics
and to establish additional trading floors.

The Government of India amended the SEBI
Act, 1992 in March 1995 to give more powers
to SEBI covering regulatory powers over
issuance of capital, transter of securities and
other related matters. In September 1995, the
Depositories Ordinance was promulgated which
empowers SEBI to make Regulations for the
purpose of giving effect to the provisions of the
Ordinance.

The Reserve Bank introduced a few changes
in respect of policies for capital markel
development. In September 1994, it restricted
the use of ‘stock invest’ only to mutual funds

and individual investors and thereby preventing
usc of this instrument by brokers, corporate
bodies, banks and financial institutions. Besides,
in the same month, it has removed one year lock-
in period on investments made by NRIs and
OCBs under the Portfolio Investment Scheme
for repatriating the sale proceeds and transter
of shares and convertible debentures.

A number of relaxations have been effected
in the stipulations governing banks’ invesunents
in and underwriting of shares and debentures of
corporate bodies in August and October, 1994,
With effect from July 17,1995, the Reserve Bank
relaxed guidelines to banks regarding the
overdraft facilities to share and stock brokers
against their stocks.

Disinvestment by Public Sector Lnterprises

The Government of [ndia divested shares of
Public Sector Enterprises in two phases
aggregating Rs. 2,618 crore in 1994-95. While
Rs.2.230 crore was raised in the first round of
disinvestment in October 1994, Rs.38¥ crore
was mobilised during the second round in
January 1995, The details of amount mobilised
over the vears are as indicated in Table A
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Table A : Disinvestment by Public Scetor Enterprises

(Rs. crore)

Year Amount mobilised
I 2
1991-92 3,038
1992-93 1.866
1991.94 2,292
1994-95 2,618

According to the budget for 1995-96, the
government proposed to raise Rs.7.000 crore
through disinvestment during 1995-96.

Euro-issues through Foreign Currency
Convertible Bonds (FCCBs)and Global
Depository Receipts (GDRs)

The resource mobilisation by the Indian
corporate sector through FCCBs and GDRs
slowed down during 1994-95. The proceeds
from Euro-issues aggregated Rs. 6,743.0 crore
in 1994-95 which was 14.6 per cent lower than
the amount of Rs.7,898.0 crore in the preceding
year. With the subdued trend in the secondary
market in the latter half of 1994-95 and the
quoting of GDRs at a discount abroad, led to
corporates allowing the licenses to lapse or defer
their floating of GDRs. According 1o available
data, only one Euro-issue was floated during
April-September, 1995, amounting to Rs. 281.6
crore as against Rs. 3,177.1 crore in April-
September, 1994.

Foreign Institutional Investors (FIIs)

The number of FlIlIs approved by the Reserve
Bank till end-March, 1995 stood at 308. Their
net investments (purchases minus sales)
aggregated to Rs.4.720 crore during 1994-95
which showed a decline of 13.4 per cent over
the previous year (Rs.5,448 crore in 1993-94).
Flls were very active in the market during the
first four months of 1994-95, but from July 1994
onwards their purchases showed substantial
decline and sales went up, particularly since
November, 1994. At end-September, 1995 the
number of approved Flls stood at 323. During

1995-96 (April-September). FLHs net investments
amounted to Rs. 2,348.0 crore, as compared
with Rs.3,435.0 crore in the corresponding
preceding year.

Primary Market
Clearance of offer documents by the SEBI
i) Clearance to non-Government Companies

As regulatory authority, the SEBI has been
vetting prospectuses of the issues that are offered
to public. During 1994-95, clearance given to
non-Government companies for raising capital
by way of shares (both equity and preference)
and debentures/bonds at Rs.31,786.0 crore
registered a phenomenal increase of 85.7 per
cent over the previous year ( Statement No. 130
of Volume II). In respect of cquity shares,
clearance (including premium issues but excluding
bonus issues) amounted to Rs. 21,560.0 crore,
registering a rise of 29.8 per cent over that of
the preceding year.Clearance for debentures/bonds
by SEBI at Rs.10,226.0 crore, showed a rise of
32.1 per cent over the previous year,

it) Clearance to Government Companies

The clearance by the SEBI to Government
companies for issuing capital by way of shares
and debentures/bonds amounted to Rs.3.512.0
crore during 1994-95 indicating a decline of 20.6
per cent over the year.

New Issues Market

New capital issues by non-Government
companics (private sector), Government
companies, banks and financial institutions
continued to be buoyant during 1994-95 both in
terms of number of issues and volume. The
market witnessed tloating of 1,704 new issues
during the review period for raising Rs.31,001.5
crore as compared with 1,156 issues for
Rs.29.502.8 crore in 1993-94. (Graph VI1-1 and
Table B on next page). Sector-wise, mobilisation
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Graph VI-1

VI1-7
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(April (April
September) Sepiember)
! 2 3 4 5 6
1. Private Sector Companies 8.345.9 5,742.8 26,4437 19,3554 19.825 6
2. Government Sector Companies (including 897.8 - 4,132.5 6,404 .4 1,492.0
PSU Bonds)
3 Banks and financial institutions 510 2,184 0 4253 3.743.0 3560
Total - 9,294.7 7,926.8 31,001.5 29.502.8 21,6736

Figures are provisional

* Peniod : April-March

by private sector during the year 1994-95
accounted for 85.3 per cent of total issued
amount (65.6 per cent in 1993-94). The trend
in floating of new issues by non-Government
public limited companies indicates that rights
issues which dominated the primary market with

an average of 65.0 per cent of total amount of

i1ssues in 1991-92 and 1992-93, have come down
steeply in the subsequent two years, and
prospectus issues have become more popular

with the companies for resource mobilisation.
Consequently, the share of rights issue declined
to 40.1 per cent in 1993-94 and further to 25.5
per cent in 1994-95 (Statements 131 and 132 of
Vol.1I).

Mega issues (each Rs. 100 crore and above)
floated by private sector during 1994-95 were
higher at Rs.10.304.5 crore ( 39 issucs) as
compared with Rs.7,387.0 crore (through 29



VI-8 REPORT ON CURRENCY AND FINANCE, 1994-95

issues) in the previous year. Besides existing
hybrid instruments like cumuolative convertible
preference shares, zero interest fully convertible
debentures, non-convertible debentures with
detachable tradeable warrants, (wo more new
instruments, namely, zero interest securcd
redeemable multi-option convertible debentures
and partly convertible cumulative preterence
shares werc introduced during the year under
review. New issues floated through the various
innovative instruments during 1994-95
aggregated Rs.3,147.8 crore as against
R5.5,460.0 crore in 1993-94.

The bearish trend in the secondary market
during the latter halt of 1994-95 aftected tloata-
tion of issues by banks and financial institutions.
During 1994-95, only Rs.425.3 crore could be
raised as against Rs.3,743.0 crore in 1993-94
and Rs.356.0 crore in 1992-93.

In the first half of the current financial
year, 1.e. April-September, 1995, the
domestic primary market was subdued and

witnessed tloatation of 659 new issues of

private sector and government companies
amounting (o Rs. 7,926.8 crore which was
14.7 per cent lower than those in the
corresponding period of the previous year.

Public Sector Bonds

During 1994-95 (April-March), ten Public
Sector Undertakings tloated PSU bonds for
amount aggregating Rs.3,070.1 crore
{Statement 133 of Vol.lI). Of these, tax-frve
bonds offering 10.5 per cent interest per
annum accounted for Rs.1,198.3 crore while
taxable bonds carrying interest rates in the
band ot 14 1o I8 per cent amounted to
Rs.1.871.8 crore.

Mutual Funds
During the year, 8 mutual funds (MFs) have

been set up including a subsidiary cach of public
sector bank (Bank of Baroda) and development

financial wstitution (IDBI). With this. as ar end-
June 1995, there were 21 mutual funds operating
in India including eleven private secior My,
During 1994-95 (April-March}, resources
mobilised by the MFEs (including LT threuah
various schemes amounted to Rs. 11,343 9 crore
as compared to Rs.11,243.3 crore in 1993-94
(Statement 100 of Vol.1Iy. The siugeishness in
the capital market discour:ged floatation of new
schemes by mutual funds. At end-September,
1995, 23 MFs (including UTIy were operating
in the country. During April-September 1995,
6 new schemes were floated by mutual funds
(other than UTD. In case of UTIL, the net sales
showed a negative figure of Rs. 2,439.0 crore
during the same period ndicating more of
repurchases as against Rs. 6,961.0 crore in
April-September, 1994

Secondary Market
Industrial Security Market

During 1994-95, the stock marker witnessed
amixed trend - a rising equity index durmg April
to mid-September, 1994 and declining prices
subsequently. The markets opened on a firm note
in April 1994 and the bullish movements were
more pronouticed from August 1994 mainly due
to sustained buying support from the foreign
msttutional investors, mutual funds and the
domestic financial institutions, and also the onset
of a normal monsoon. Since the middle of
September 1994, however, cquity prices drifted
downward due to technical reaction and profit
taking by domestic institutions and other
operators. Slowdown in fresh investments by
Flls also had a dampening effect on equity
prices. Mirroring this trend, the RBI All-India
(Wceekly) Index Number of Ordinary Share
Prices (Base : 1980-81 100) moved up trom
1331.7 in the week ended March 26, 1994 1o a
peak ol 1817.8 during the week ended September
17, 1994 before decliniug to 1384 .5 in the week
ended March 25, 1995 (Statement 136 of Vol.ll).
On a point-to-poit basis, the index recorded a
marginal rise of 4.0 per cent during 1994-95 as
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Graph VI-2
Monthly Averages of BSE Sensex, BSE National, RBI Indices
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against a substantial rise of 49.3 per cent in
1993-94. The average gross yield of the scrips
included in the RBI index declined to 1.79 for
the year 1994-95 trom 2.19 in 1993-94 (Tablc
VI-2), (Graph VI-2).

During the first half of the financial year
1995-96 (April-September), the bearish trend
witnessed in the latter half of 1994-95 continued.
RBI index further declined to 1211.2 for the
week ended September 30, 1995, indicating a
fall of 12.5 per cent over the end-March 1995.
As compared to the index of 1743.2 a year ago
the decline was of 30.5 per cent.

Industry-wise Trends

The industry-wise analysis as reflected by
the RBI Index Numbers of Ordinary Share Prices
showed that a number of major industry groups
registered substantial gains during the year under
review. The cement group recorded maximum
gain of 37.5 per cent followed by paper and paper
products (34.6 per ceni). shipping (26.2 per cent).
aluminium (24.0 per cent) and automobiles and
auto-ancillaries (23.7 per cent). On the other hand.

electricity generation and supply (-39.3 per cent)
and tea plantations (-17.4 per cent) were the major
losers (Statement 137 of Vol.II).

Operations on Bombay Stock Exchange

The scrip movements on the Bombay Stock
Exchange (BSE Sensitive Index [Base : 1978 -
79 = 100]) more or less reflected the trend
revealed in the RBI index. The P/E ratio moved
in tune with the trend in the equity price index.
The average price-earning ratio for the month
of March 1995 at 30.37 based on 30 scrips
covered in the BSE sensex showed a significant
deciine of 35.1 per cent compared with the
corresponding period in 1993-94 (Graph VI-3).
The combined monthly turn-over of BSE A and
B groups was Rs.3,503.0 crore in April 1994
which moved up to Rs.8,831.0 crore in October
1994 hut declined to Rs.3,563.9 crore in March
1995. The market capitalisation of Bombay
Stock Exchange (BSE) at the end of March 1995,
however, stood at Rs.4,68,837 crore - higher
hy {7.7 per cent as compared with the level a
year ago (Rs.3,98,432 crore at end-March 1994)
(Statement 142 of Vol.ll).
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Graph VI-3
P/E Ratio-BSE Sensitive Index
(April 1993 to September 1995)

35
50

45

40 ‘
7

Monthly Average

. "

30 |- /
25

20

15 L : H 1 | | | | 1

National Stock Exchange (NSE)

The National Stock Exchange, through its
two distinctive segments representing wholesale
debt market (WDM) and capital market (CM),
provides secondary market trading facilities.

In the WDM segment of the exchange more
than nine categories of instruments are allowed
for trading. Initially, the trading operations in
this segment started with 224 debt securities
which increased to 425 securities in June 1995.
As at the end of June 1995, traded volume has
crossed Rs.10,500 crore mark. For generating
liquidity in the debt market, RBI allowed repo
transactions effective June 24, 1995 in all
Treasury bills and five dated securities (12 per
cent CG 1995, 12.75 per cent CG 1996, 12 per
cent CG 1999, 12.5 per cent CG 2004, zero
coupon bond 2000). Trading in Treasury bills
on the exchange indicates a distinct preference
in favour of the 364 day Treasury bills. The
yield on 364 day Treasury bills which was a
little below 10.00 per cent in July 1994 moved
up to 12.87 per cent in December 1994 and

Month

further to 13.41 per cent in June 1995.

The maturity pattern of securities traded in
the NSE reveals that the market preference was
for shorter maturity (upto 3 years). More than
64 per cent of the trades in dated Government
securities were concentrated in securities having
maturities of less than a year and 26 per cent in
securities having maturities of less than 3 years.

The capital market segment of NSE
commenced its operations on November 3, 1994
to provide trading facilities in cquities for
institutions and retail investors. The exchange
has allowed trading on securities of medium and
large companies with nation-wide investor base.
Initially, the trading started with 200 securities
and by end-September 1995, more than 1,300
securities have been allowed for trading. The
net traded value of Capital Market Securities,
cumulatively amounted to Rs. 1,805.0 crore
during November 1994 to March 1995.
However, during April-September 1995, the net
traded value was Rs. 10,234.0 crore indicating
substantial increase in turnover over the period.
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Over the Counter Exchange of India

The Over the Counter Lixchange of India
(OTCEL expanded its activities further during
[994-95. The number of scrips listed rose (o 49
at the end of March 1995 from 22, a year ago.
Besides, 40 companies were admitted for trading
under the “permitted securities” category and
{7 in the "permitted debentures™ category .
OTCEI also got eight initiated debentures being
traded on the exchange. The volume ol turnover
of OTCEI aggregated Rs.365.0 crore during
1994-95 through 2,27,322 deals as compared
with only Rs.39.0 crore through 25,145 deals
during 1993-94. A major part of the turnover
was accounted for by listed equities followed
by permitted equities. As at end-September
1995, the listed equity went up to 65 and the
securitics available for trading 1o 182 (including
permitted equity and debentures). During April-
September 1995, the total turnover aggregated
Rs. 140.8 crore through 71,407 deals. Alter
getting SEBI's approval for listing of companies
engaged in the activities of finance, investment
leasing and hire purchase, OTCEI issued
guidelines for listing of such companies on April
7, 1995, As a part of its expansion programme,
OTCEI invited applications in January 1995 for
dealership in 54 cities in 19 States across the
country so as to achieve nationwide coverage.
Once this expansion is completed, OTCEI will
be the first stock exchange in the country to
provide such a wider reach to the investors.

Operations of All Financial Institutions'

During 1994-95, the aggregate assistance
sanctioned by All Financial Institutions (AFIs)

(net of inter-institutional (fows) amounted to
Rs.61.554.8 crore. which is higher by 49.0 per
cent over the previous year (Rs.41,323.6 crore)
(Table VI-3). Disbursements by AFls during the
year aggregated Rs. 33,560.3 crore which is
26.2 per cent higher than Rs.26.559 .3 crore in
the previous year. The sanctions and
disbursements by All-India Financial Institutions
amounted to Rs.59,183.9 crore and Rs.31,849.7
crore, respectively, during the year, recording
i substantial rise of 46.8 per cent in sanctions
and 24.3 per cent in disbursements over those
in 1993-94. During April-September 1995, the
sanctions and disbursements by AIFIs (net of
inter-institutional flows) amounted to
Rs. 35,438.9 crore and Rs. 15,346.7 crore,
respectively, registering an increase of 34.4 per
cent in sanctions and 27.9 per cent in
disbursements over the same period last year
(Graph VI-4).

Sanctions and disbursements by Ali-India
Development Banks (AIDBs) were significantly
higher at Rs.49,814.9 crore and Rs.25,562.9
crore, respectively, during 1994-95 registering
a growth ol 64.9 per cent and 38.1 per cent in
sanctions and disbursements, respectively. The
three specialised financial institutions
comprising RCTC, TDICI and TFCI showed a
phenomenal increase of 84.2 per cent in their
sanctions, from Rs.197.3 crore in 1993-94 10
Rs.363.5 crore in 1994-95. Disbursements by
these institutions also increased by 125.3 per
cent from Rs. 110.1 crore in 1993-94 to Rs.248. 1
crore during the year under review. In contrast,
the assistance sanctioned by Investment
Institutions i.¢., UTL, LIC and GIC and its
subsidiaries declined by 9.2 per cent (o

I. All Financial Institutions comprise All-India Development Banks, viz., Industrial Development Bank of India
(IDBD, Industrial Finance Corporation of India Ltd. (IFCD, Industrial Credit and Investment Corporation of India
ltd. (ICICLy, Small Industrics Development Bank of India (SIDBI), Industrial Reconstruction Bank of India (IRB1),
SCICI Ltd. (formerly known as Shipping Credit and Investment Company of India Limited), Specialised Financial
Institutions viz., Risk Capital and Technology Finance Corporation Limited (RCTC), Technology Development and
Information Company of India Ltd. (TDICI), Tourism Finance Corporation of India Ltd. (TFCI), Investment Institutions
viz., Unit Trust of India (UTH, Life Insurance Corporation of India (LIC), General Insurance Corporation ol India
(GICH and 1ts subsidiarics and State-level institutions, viz., State Financial Corporations (SFCs) and State Indusirial

Development Corporations (SIDCs).
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Graph VI-4
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Rs.9,005.5 crore from Rs.9,915.0 crore last
year. The disbursements by these investment
institutions also declined by 13.7 per cent to
Rs.6,038.7 crore in 1994-95 from Rs.6,997 .4
crore in 1993-94. The State-level financial
institutions comprising 18 SFCs and 28 SIDCs,
also showed an increase of 51.1 per cent in the
assistance sanctioned to Rs.4,271.5 crore in
1994-95 from Rs.2,826.7 crore last year.
Disbursements by these state-level financial
institutions registered an increase of 32.0 per
cent to Rs.2,989.8 crore.

L. Development Banks

(i) Industrial Development Bank of India
(IDBI)

Financial assistance extended by IDBI
witnessed substantial growth during 1994-95
fApril-March). The aggregate sanctions at
Rs.19.,833.0 crore and disbursements at
Rs.10,621.3 crore, recorded an increase of 58.8
per cent and 31.6 per cent, respectively, over
those in the previous year. The total amount
outstanding as at cnd-March 1995 (Statement
85 of Vol.II) aggregated Rs.33,244.5 crore.

1994-95 1995(Apr-Sept)
Year

A Disbursements

During 1994-95, the buoyant investment
climate got reflected in IDBI's tund-based
operations. Sanctions of direct financial
assistance, consisting of rupee loans, foreign
currency loans, equipment leasing and
underwriting and direct subscription rose
significantly in 1994-95 by 75.2 per cent (o
Rs.17,966.8 crore, while disbursements moved
up by 45.4 per cent to Rs.9,245.5 crore. The
steep increase in the financial assistance under
direct finance was mainly due to large sanctions
to projects in power generation, iron and steel
and oil refining which were recently opened up
to the private sector. In the overall assistance,
the share of sanctions and disbursements under
direct finance constituted 90.6 per cent (82.1
per cent in 1993-94) and 87.0 per cent (78.8
per cent in 1993-94), respectively.

The industry-wise distribution of IDBI assis-
tance indicated that a large part of the sanctions
was in respect of industries such as textiles 19.7
per cent (11.2 per cent in 1993-94), electricity
generation 14.4 per cent (13.1 per cent), and
chemical and chemical products 13.8 per cent
(10.9 per cenl).
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Private sector is the major recipient of IDBI
sanctions. lts share went up from 78.1 per cent
in 1993-94 to 85.2 per cent in 1994-95. The
public sector, joint sector and co-operative
scctor, accounted for 9.2 per cent, 5.3 per cent
and 0.3 per cent, respectively.

Total resources raised by IDBI during 1694-
95 amounted to Rs. 18,2161 crore, of which
Rs.6,151.4 crore were through borrowings
(foreign currency borrowings worth Rs.924.7
crore and rupee borrowings of Rs.5,226.7 crore)
and Rs.11,746.5 crore were by internal
generation (includes Rs.175.0 crore through sale
of investments).

(ii) Industrial Finance Corporation
of India Ltd. (IFCI)

During the year 1994-95 (April-March), the
financial assistance provided by IFCI in terms
of both sanctions and disbursements increased
significantly. Assistance sanctioned for 445
projects at Rs.5,719.5 crore was 52.7 per cent
higher than thosc in the previous year (Statement
88 of Vol.II). Disbursements at Rs.2,838.7 crore
were higher by 31.2 per cent over the year. As
of March 31, 1995, cumulative sanctions and
dishursements aggregated Rs.24,598.5 crore
(4,586 projects) and Rs.15,387.1 crore,
respectively.

Sector-wise, the private sector accounted for
Rs.5,043.6 crore (88.2 per cent) of the total
sanctions by the IFCI during the year, followed
by joint sector - Rs.480.6 crore (8.4 per cent).
public sector - Rs.126.4 crore (2.2 per cent)
and co-operative scctor - Rs.68.9 crore (1.2 per
cent).

In regard te resources for financing
activities, 1FCI resorted to domestic market
borrowings of Rs.385.9 crore through private
placement of bonds and of Rs.42.0 crore by way
of certificates of deposits: other market sources
added to Rs.186.9 crore.

During the year, IFCI introduced two
schemes viz., a corporate loan with a naximum
repayment period of 5 years and a short term
loan of one year. Under both these schemes,
the level ol assistance will range between Rs.
one crore and Rs.20 crore subject to prudential
norms.

The scheme announced by RBI, “Sclf
Liquidatung Foreign Currency Loan’ (SLFCL),
was introduced by IFCI during the year to grant
forcign currency loans to finance the cost of
capital goods, raw materials, components,
technology payments and local rupee cost of
projects of the companies.

Cumulatively, as at the end of March 1995,
Merchant Banking and Allied Services Depart-
ment (MBAD) of IFCI has handled as many as
805 assignments including 350 public issues
helping in mobilisation of funds to the extent of
Rs.9,144.0 crore.

The foreign currency resources presently
available and committed with [FC1 comprise line
of credit from Kreditanstalt-fur-Wiederauthau
(KfW) Germany, loans raised in US $ and
Japanese Yen in international market, Deutsche
Mark Revolving Fund (DMRF) as also export
ling of credit from BHFE Bank, Gerniany.

(iii) Industrial Credit and Investment
Corporation of India Ltd. (ICICI)

During the year 1994-95, ICICI witnessed
phenomenal growth in sanctions of financial
assistance by 77.4 per cent to Rs.15,065.4 crore;
disbursements also registered a significant
growth by 55.9 per cent to Rs.6,879.3 crore
(Statement 89 of Vol.Il). Cumulatively,
sanctions and disbursements as of March 31,
1995 amounted to Rs.53.307.0 crore and
Rs.30,594.7 crore, respectively.

A notable feature of fimancing by 1CICI
during the year has been the substanual growth
in foreign currency loans ol 202.8 per cent in
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sanctions apd 120.2 per cent in disbursements
under project finance mainly on account of
revival in demand for foreign currency funds.

Sector-wise analysis of financial assistance
shows that private sector accounted tor the bulk
of sanctions amounting to Rs.12,475.5 crore
(91.4 per cent), tollowed by joint sector -
Rs.541.8 crore (4.0 per cent), public sector -
Rs.444.0 crore (3.2 per cent) and co-operative
sector - Rs.186.0 crore (1.4 per cent).

In the second year of its operations i.e.
during 1994-95, ICICI Securities and Finance
Company Limited (I-Sec) has been able to
establish itself with an asset base of Rs.1,099.4
crore as compared with that of Rs.674.0 crore
during 1993-94.

During the year, ICICI mobilised resources
aggregating Rs.4,834.0 crore in rupees and also
in foreign currencies to meet its growing needs
for funds.

(iv) Small Industries Development
Bank of India (SIDBI)

During 1994-95, financial assistance sanc-
tioned and disbursed by SIDBI aggregated
Rs.4,699.3 crore and Rs.3,385.3 crore,
recording an increase of 40.1 per cent and 26.7
per cent, respectively, over those in 1993-94
(Statement 112 of Vol.lI). As of end-March
1995, cumulative financial assistance sanctioned
and disbursed by SIDBI amounted to
Rs.16,216.0 crore and Rs.12,068.0 crore,
tespectively; direct assistance (viz., direct
discounting, marketing scheme, assistance (o
leasing companies, infrastructural development,
factoring service and others) sanctioned by
SIDBI during the year at Rs.2,489.3 crore
recorded a growth of 102.1 per cent over 1993-
94 (Rs.1,231.7 crore) whereas disbursements
at Rs.1,880.4 crore, showed an increase of 82.1
per cent over the year (Rs.1,032.7 crore).

During the year under review, SIDBI

formulated and introduced the following new
schemes : 1) a scheme to provide pre-shipment
credit in foreign currency to the exporting SSIs,
2) a scheme to enable direct equity investment
by SIDBI in the SSIs and 3) a financial assistance
scheme to enable well-run export-oriented units
to acquire ISO-9000 Series Certification.

During the year, SIDBI raised resources
aggregating Rs.[,381.0 crore for financing its
activities. Market borrowing through SI.R bonds
and floating rate bonds (FRBs) constituting 36.2
per cent (Rs.500.0 crore) (as against 17.1 per
cent in 1993-94) was a major source of finance.
Grant from Overseas Economic Co-operation
Fund, Japan and Kreditanstalt-fur-Wiederautbau,
Germany accounted for 26.6 per cent: inflow
on account of shortfall in priority sector lending
targets of foreign banks constituted 22.4 per cent
(29.3 per cent in 1993-94) and funds from the
Reserve Bank representing repayment ot past
borrowings out of NIC (LTO) Fund by IDBI
accounted for 14.5 per cent (17.7 per cent in
1993-94).

v) Industrial Reconstruction Bank of India
(IRBI)

During 1994-95, financial assistance sanc-
tioned and disbursed by IRBI aggregated
Rs.777.9 crore and Rs.397.6 crore, respectively,
indicating substantial increases over those of the
previous year (Statement 116 ot Vol.[l). While
sanctions moved up by 82.7 per cent,
disbursements went up by 110.8 per cent over
those during 1993-94. Of the total sanctions,
the term loans constituted 70.7 per cent whereas
term loans disbursed were 83.4 per cent of total
disbursements. Cumulatively, at end-March
1995, sanctions and disbursements amounted to
Rs.2,761.0 crore and Rs.1.874.4 crore,
respectively.

Of the total term loans sanctioned by [RBI
during the year, private sector accounted for
89.8 per cent (Rs.493.5 crore), while the
assistance to the joint sector and co-operative
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sector was Rs.55.0 crore (10.0 per cent) and to
the public vector was Rs. 1.1 crore (0.2 per cent).

As of end-March 1995, IRBI has assisted
346 sick units (large and medium) with an
outstanding amount of Rs.416.5 crore. Of these,
254 units (77.0 per cent) were under nursing
programme with an outstanding amount of
Rs.207.1 crore (50.0 per cent). Anatysis of
industry-wise classification of 254 sick units
under nursing programmes at the end of March
1995, showea that as many as 88 units have been
under the category of “textile’ (including jute),
followed by basic metals with 34 units, food
(23 units), paper (20 units) and other industries
{26 units). These tive industry groups accounted
tor 75.0 per cent of the number of units under
nursing programmes with an outstanding
advance of Rs. 161.7 crore which formed 78.0
per cent of the total for all the industries.

During 1994-95, the net increase in the re-
source base of IRBI was Rs.155.0 crore with a
major share of market borrowings through bonds
for Rs.105.0 crore and short term borrowings
from commercial banks for Rs.30.0 crore,
followed by subscription to equity Rs. 13.0 crore
and Rs.7.0 crore in the form of loans from
Govermnent of India.

(vi) SCICI Limited

The SCICT Lud. sanctioned financial assis-
tance aggregating Rs. 3,719.8 crore during the
year 1994-95 recording a growth of 119.0 per
cent over those during 1993-94 (Statement 117
of Vol.IIh. Disbursements during the year
amounted to Rs. 1,440.7 crore registering a
growth of 43.1 per cent. Cumulatively, as of
end-March 1995, sanctions stood at Rs.7,696.6
crore and disbursements aggregated Rs.3,095.6
crore.

During the year under review, domestic
borrowings of unsccured short/long term loans
of SCICT amounted o Rs.468.8 crore. Domestic
borrowings included floating rate notes (FRNs)

for Rs.200.0 crore and fixed rate bonds
amounting to Rs.218.8 crore. Besides, SCICI
raised Luro-dollar loan of Rs. 204.8 crore from
a4 consortium of mternational banks.

2. Specialised Financial Institutions

Risk Capital and Technology IFinance
Corporation lLitd. (RCTC), Technology
Development and Information Company of India
Litd. (TDICI and Tourism Finance Corporation
of India Led. (TECI) are the three specialised
financial msotutions providing assistance for
specific purposes like risk capital, venture
capital, technology development, tourism
development, ete. The data on (inancial
assistance extended by these institutions are
shown in Table C below.

Table C : Financial Assistance by Specialised Institutions
(Year @ April-March)

{Rs.crore)
Sr. 1993 .94 1994.95
No. lnstitution S D S 8]
12 A 1 5 O
1. RCTC 8.5 %.9 13.9 13.0
1oict 297 22.4 120.3 V7.9
3. TECT 1591 78.8 2293 137.2
Note S Saucuons

D - Disbursements.

3. Investment Institutions

Institution-wise operations of Investment
Institutions, during the financial year 1994-95
are given in the following paragraphs :

(i) Unit Trust of India (UTI)

During 1994-95 (April-March). financial assis-
tance sanctioned and disbursed by the Unit Trust
of India through term loans, underwriting and direct
subscriptions, bonds, short-term loans. etc..
amounted to Rs.7.677.0 crore and Rs.4,791.1
crore, respectively, indicating a decline ot 7.9 per
cent and 27.5 per cent, respectively, over those in
the preceding year (Statement 98 of Vol.ID. There
was a sharp rise in sanctions and dishursements in
the category of ‘underwriting and direct
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subscriptions’. However, assistance by way of
‘project loans’ declined sharply thus leading to the
overall decline.

As of June 30, 1995, the investible funds of
UTI aggregated Rs. 59.618.7 crore registering an
increase of 15.3 per cent over the preceding year
(Statement 99 of Vol.1l). Investments in the corpo-
rate sector through equity and preference shares,
debentures, term loans, special deposits, etc. went
up to 80.1 per cent of total investments from 78.5
per cent in 1993-94. UTI’s investments in
Government securities as of end-June 1995
amounted to Rs. 9,796.7 crore as against
Rs. 8,050.5 crore at end-June 1994,

The sale of units of UTI under all schemes
aggregated Rs.12,852.6 crore during 1994-95
(July-June) which was higher by 17.0 per cent
as compared with those in 1993-94. The
repurchases ot units at Rs.7,387.1 crore during
the year were higher by 272.4 per cent over
those of Rs.1,983.5 crore during the preceding
year (Statement 101 of Vol.II).

(ii) Life Insurance Corporation of India
(LIC)

During 1994-95, the financial assistance
sanctioned by Life Insurance Corporation of
India in the form of term loans and underwriting
of shares and debentures to corporate sector
aggregated Rs.1,540.0 crore, recording a
marginal rise of 5.2 per cent over those during
1993-94. Disbursements at Rs.1,143.4 crore
were substantially higher by 92.5 per cent over
those in 1993-94 (Statement 104 of Vol.Il}. In
addition, LIC sanctioned resource support to
financial institutions by way of term loans
amounting to Rs.250.0 crore. At end-March
1995, cumulative sanctions and disbursements
of LIC aggregated Rs.10,112.8 crore and
Rs.7,482.5 crore, respectively.

[nvestments of LIC during 1994-95 at
Rs.9,317.9 crore showed an increase of 18.9
per cent over the year (Statement 105 of Vol.1l).

Investments in securities accounted for 84.6 per
cent of total investments during the year under
review. :

(iii) General Insurance Corporation
of India (GIC)

The General Insurance Corporation of India
and its subsidiaries' have recorded steep decline
in their financial operations during 1994-95.
Sanctions at Rs.688.5 crore in 1994-95 were
lower by 16.4 per cent (Rs.824.0 crore in 1993-
94) (Statement 103 of Vol.II) and disbursements
at Rs.379.2 crore registered a decline of 19.4
per cent (Rs.470.3 crore in 1993-94).

4. State Level Institutions
i) State Financial Corporations (SFCs)

During the year 1994-95, the total assistance
sanctioned by 18 State Financial Corporations
aggregated Rs.2,760.2 crore, registering an
increase of 44.6 per cent over those in the
preceding year. Disbursements at Rs.2,005.4
crore showed a significant rise of 28.3 per cent
over the year. Cumulatively, as of end-March
1995, sanctions and disbursements by SFCs
stood at Rs.19,349.5 crore and Rs.15,337.0
crore, respectively.

(ii) State Industrial Development
Corporations (SIDCs)

The total financial assistance sanctioned and
disbursed by 28 State Industrial Development
Corporations during 1994-95 amounted to
Rs.1,511.3 crore and Rs.984.4 crore,
respectively, recording phenomenal increase of
64.6 per cent in sanctions and 40.5 per cent in
disbursements, over those in the preceding year
(Statement 106 of Vol.II). Cumulative sanctions
and disbursements by these SIDCs as at the end

1. National Insurance Company Limited, The New
India Assurance Company Limited, The Oricntal
Insurance Company Limited and United India Insurance
Company Limited.
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of March 1995 aggregated Rs.9,774.2 crore and
Rs.7,125.8 crore, respectively.

5. Credit Rating Agencies

i) The Credit Rating Information Services
of India Limited (CRISIL)

During the year 1994-95, CRISIL assigned
ratings for 384 debt instruments covering a debt
volume of Rs.24,544.0 crore and completed
credit assessments of 29 companies (Statement
107 of Vol.ll). Since commencement of
operations in 1988, CRISIL has rated 1,310 debr
instruments issued by 920 companies covering
a debt volume ol Rs.71,851.0 crore.

ii) ICRA Ltd. (Formerly known as Investment
Information & Credit Rating Agency of
India Ltd.)

During 1994-95 (April-March), TCRA
completed rating of 212 debt-instruments
equivalent 10 Rs.5,343.3 crore of manufacturing
companies, finance companies and financial
institutions as against 139 instruments for a
volume of Rs.4,750.5 crore in 1993-94
(Statement 108 of Vol.1l). Cumulatively, till
end- March 1995, ICRA has carried out rating
of 485 debt instruments ageregating Rs. 17,638.0
crore.

(iti) Credit Analysis & Rescarch Ltd. (CARE)

During 1994-95, CARE compleied 184
credit rating assignments for a total debt volume
of Rs.8,403.0 crore (Statement 93 of Vol.1l).
In addition, 18 Credit Ratings Analysis were
also completed during the year. Cumulatively,
the total number of assignments completed stood
at 249 as on March 31, 1995, ot which 228
related to debt instruments for a total debt
volume of Rs.9,729.0 crore.

6. Other Institutions
(i) Export-Import Bank of India (Exim Bank)

During 1994-95, Lxim Bank recorded a
phenomenal growth in financial assistance in
terms of both sanctions and disbursements. The
loans sanctioned during the year i.c. funded
assistance amounting to Rs.2.903.0 crore, were
more than four times than those in the
corresponding year (Statement 94 of Vol.ll).
Disbursements of funded assistance at
Rs.1,556.1 crore were nearly double of those
in the preceding year. 1ts outstanding loans as
of March 31, 1995 stood at Rs.2.596.1 crore.

Sanctions of non-funded assistance in the
form of guarantees were lower at Rs.69.0 crore
during the year as compared to Rs.136.9 crore
in 1993-94 and guarantees issued at Rs.83.2
crore were also lower as compared to Rs.103.7
crore in 1993-94.

Region-wise analysis ol the operatons
indicated that during the year 1994-95, West
Asia accounted for the largest share of sanctions
of loans at Rs.271.6 crore (49.2 per cent) and
disbursements at Rs.265.5 crore (72.7 per cent).
Details are given in Statement 96 of Vol .1l

Industry-wise distribution of the assistance
by Exim Bank during the year showed that
textiles and garments accounted for the largest
share of sanctions at Rs.493.4 crore (33.4 per
cent), followed by construction goods and
equipments Rs.203.7 crore (13.8 per cent) and
chemicals, drugs and pharmaceuticals Rs.107.0
crore (7.2 per cent) (Statement 97 of Vol.ID.

Lixim Bank during the year under review,
recetved sanctions for a line of credit of US
$ 25 million from the International Fiance
Corporation for assisting new and cxisting
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export-oriented small and medium sized
enterprises in the Indian private sector.

(i) Stock Holding Corporation
of India Limited (SHCIL)

The Stock Holding Corporation of India
Limited which was established in 1986 by seven
all-India financial institutions' to provide well-
developed and fully automated infrastructural
facilities for trade, clearance, settlement and
depository services for securities and monetary
instruments, stepped up its business by 101.4
per cent to Rs.14,273.4 crore during 1994-95.
A total of 1721 lakh certificates were processed
during the year as against 68.1 lakh certificates
during 1993-94, recording a growth of 152.7
per cent.

(iii) Infrastructure Leasing &
Financial Services Ltd. (IL&FS)

During 1994-95, IL&FS enhanced its
emphasis on commercialisation of infrastructure
projects besides focussing on value added and
structured transactions in the area of investment
banking and project finance. For promoting
venturce capital activities, IL&FS has set up
venture capital fund and a contributory trust
scheme in the name of IL&FS Venture Fund
(IVF) tor Rs.400 million contributed by IDBI,
UTI, HDFC, World Bank, etc.

As a part of multilateral assistance, IL&S
received “in-principle”™ commitments for
financial assistance from the US Exim Bank and
ING Bank during the year to the tune of US$ 10
million and US$ 15 million, respectively.

. Industrial Development Bank of India, Industrial
I“inance Corporation of India Ltd, Industrial Credit and

Investment Corporation of India Lid., Unit Trust of

India. Life Insurance Corporation of India, Industrial
Reconstruction Bank of India and General Insurance
Corporanion of India and its subsidiarics.

The Government Sccurities Market
Primary Market

During 1994-95, the market horrowings of the
Central Governmment aggregated Rs.38.108 crore
(gross) and Rs.20,074 crore (net) (Table VIII-10
of Chapter VI of this Report) as against Rs.50,388
crore (gross) and Rs.28,526 crore (net) during
1993-94. The market borrowings of the Central
Government were raised through fresh issue of
dated stocks, conversion of maturing treasury bills,
Zero Coupon Bonds and Partially-Paid Stock. The
aggregate net market borrowings of the Ceneral
Government during 1994-95 consisted of normal
market borrowings (Rs.3,700 crore) and other
medium and long term borrowings (Rs. 16,597
crore) and a net repayment of Rs.223 crore of
364-day Treasury bills. The actual net market
borrowings, however, fell short of the budgeted
level of Rs.26,700 crore by 24.8 per cent mainly
on account of a significant shortfall in borrowings
through issue of 364-day Treasury bills, which
was budgeted at Rs. 12,000 crore.

The gross market borrowings ot the Central
Government are budgeted at Rs.40,806 crore
for 1995-96 as against Rs. 38,108 crore in 1994-
95. During 1995-96 so far (upto end-September,
1995). total borrowings of the Central
Government amounted to Rs.22.032 crore
(gross) and Rs. 12,411 crore (net). The Centre’s
dated securities were issued in quick succession
in May/June 1995 when the increase i ad hoc
Treasury bills during the financial year stood
above the within the year ceiling of Rs.9,000
crore for more than 10 consecutive working
days, consistent with the provisions of the
agreement between the Reserve Bank and
Government of India under which the Reserve
Bank will issue iresh Government paper to bring
down the level of ad hocs. Again during July-
September 1995, the Central Government issucd
dated stock aggregating Rs. 13,840 crore as the
level of ad hocs was persistently running at
higher level; the fortmightly average for the
quarter being as high as Rs. 12,445 crore.
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During 1994-95, according to the Reserve
Bank records, 25 State Governments mobilised
Rs.5,123 crore in two tranches. One of the
important features of the 1994-95 borrowing
programme of State Governments was the

merger of the market borrowing programme ot

the State bodies with the respective State
Governments. As against the gross allocation
of Rs.6.,275 crore for the fiscal 1995-96, the

State Governments mobilised during the first half

of the year Rs.2,955 crore in one tranche. On
May 22, 1995, the State Govermments issued
loans for a notficd amount of Rs. 1,500 crore
but the issue was oversubscribed and an amount
aggregating Rs.2.955 crore was accepted.

Consequent upon the move towards market
related rates of interest, there has been a rise mn
the rates offered on securities auctioned in the
market, except for some moderation in 1994-
95. During 1994-95, the interest rates on dated
Government securities ranged between 11.00 per
cent and 1271 per cent for 3 year to 10 year
maturities with a weighted average ot 11.90 per
cent: the comparable interest rate range for
1993-94 was 12.00 per cent and [3.40 per cent
tor 2 year to 10 year marurities with a weighted
average of 12.63 per cent. However, during
1995-96 (upto end-September 1995), due to tight
liquidity conditions in money and credit markerts,
the interest rates firmed up in the range ot 13.25
per cent to 14,00 per cent for 2 year to 10 year
maturities with a weighted average of 13.76 per
cent (Table VII-12 of Chapter VHI of this
Report).

During 1994-95 the Staie Government loans
issued for maturity period of 1) years carried a
fixed coupon rate of 12.50 per cent which was
lower than the coupon rate of 13.50 per cent
for a similar maturity during the previous year.
However, during the fiscal 1995-96, the coupon
rate for similar maturity was raised to 14.00
per cent (Table VI -12).

a) 91-Day Treasury Bills

The implicit yield at the cut off price for
the 91-day auctioned Treasury bills was
relatively low at 7.25 per cent per annum in
April 1994, Thereafter, it varied in the range of
7.21 -9.21 per cent till November 1994, In the
first week of December 1994 the yield started
moving up and wuched 11.90 per cent in March
1995. During 1994-95, u gross amount of
Rs.10,045.5 crore was raised trom the market
and on 17 occasions, the Reserve Bank
participated in the auctions. During 1995-96 (up
to September 29, 1995), a gross amount of
Rs.8,974 crore was raised from the market.
However, since mid-May 1995 persistent
stringent liquidity condition led the yield rate to
prevatl above 12.0 per cent (Statement 192 of
Vol.ll) (Graph VI-5).

b) 364-Day Treasury Bills

The implicit yield at the cut-off price of the
auctioned 364-day Treasury bills fluctuated in
the range of 9.41 - 10.04 per cent per annum
till end-December 1994 and then moved upward
to 11.94 per cent at end-March 1995, During
1994-95 a gross amount of Rs. 16,857 crore was
mobilised. During 1995-96, the implicit yield
at the cut-off price continued its upward
movement and touched a high of 13.16 per cent
in mid-July 1995. A modest quantum of
Rs. 1,397 crore (gross) was mobilised till end-
September 1995 (Statement 193 of Vol.Il)
(Graph 6).

¢) Open market operations

During 1994-95. the sales of Central
Government sccurities by the Reserve Bank
declined sharply to Rs.2,309.0 crore compared
with Ry, [0,804.6 crore m the previous year.
Purchases, however. increased significantly (o
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Graph VI-5
Implicit Yield on Auctioned
91-Day Treasury Bills
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Rs.1,560.9 crore compared with Rs.967.6 crore
in 1993-94, mainly due to liquidity support
provided to the money market in September
1994 and January 1995,

The volume of both sales and purchases
picked up in the first halt of 1995-96, and the
net sales of Rs. 939.2 crore was significantly
higher compared with a net purchase of Rs.486.5
crove in the comparable period of the previous
year (Table VI-4).

The policy of allowing limited inter-bank
repo facility in select securities to enable
liquidity adjustments in the system continued.
The Reserve Buank conducted Repos Auctions
on 22 occasions in 1994-95. But, due to stringent
liquidity conditions, repos auctions were
suspended after February 3, 1995, The total
amount of accepted bids was much lower at
Rs.6,428 crore compared with Rs.98,239 crore
during 1993-94. The cut-off rate in 1994-95,
varied in a narrower band of 5.40-7.00 per cent.
(Statement 194 of Vol II).

Liguidity Support to STCI and DFH]

The Reverse Repo facility in Government
dated securities has been extended to STCI and
DIFHI to provide liquidity support to their
onerations particularly in times of liquidity
stringency. Between December 27, 1994 and
March 31, 1995 a cumulative sum of
Rs.3.519.06 crore was released to DFHI and
Rs.10.372.06 crore to STCI.

Sccuritics Trading Corporation of India
Ltd.(STCI)

The STCPs turnover in the Government
gated securities in the secondary market were
R$.39,631 crore during the period June 15, 1994
to March 31, 1995. This included sales/
purchases and repos in eligible securities with
banks and the Reserve Bank (Table VI-5). Other
ltquidity management measures included
purchase and sale of Treasury bills (Rs.310

crore) and participation in the call and notice
money market (Rs5.26,418 crore).

The Secondary market Transactions
in Government Securities

The turnover in Government securities and
Treasury bills transacted through the Subsidiary
General Ledger (SGL) amounted to Rs.50,56%9
crore during the period September |, 1994 w0
March 31, 1995, which consisted of outright
transactions as well as repos in eligible securities
and Treasury bills (Statement 195 of Vol.1D.
The transactions in Central Governnient
securities, however, amounted to Rs.26,843
crore accounting tor 53.1 per cent of the total
turnover in the secondary market. During the
year, the monthly turnover in Central
Government securities reached a peak level of
Rs.5,764 crore in January 1995 (Graph VI-7)
and the turnover in Treasury bills peaked to
R«.4,383 crore in March 1995 (Graph VI-8).
The turnover in State Government securities,
however, was relatively small. The repo
transactions in Central Government securities
which constituted only 14 per cent of the
wurnover in Central Government securities in
September 1994 increased to 84 per cent in
March 1995. The repo transactions in Treasury
bills during March 1995 constituted 76 per cent
of the total turnover in Treasury bills as against
47 per cent during September 1994. This retlecis
the important role of repo transactions in
increasing the turnover in the Government
securities and treasury bills in the secondary
market.

During 1995-96 so far (April 1995 o
September 1995), the turnover in Government
securities and Treasury bills amounted to
Rs.48,186 crore, of which turnover in Ceniral
Government securitics was Rs.35.316 crore
(i.e., 73.3 per cent). It was, however. noted
that turnover in Central Government sccurities
through repo transactions which was 45.6 per
cent at the beginning of the year increased o
73.6 per cent by September 1995.
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Graph VI-7
Secondary Market Transactions in Central
Government Securitics, September 1994 to September 1995
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There were trequent shifts in the yield curve
caused by varying liquidity conditions in the
mouney and credit markets. The yields for
different maturities, which had shifted
downward in carly part of 1994-95, moved up
particularly sharply in the middie of September
1994, The spells of tight liguidity condition
witnessed since September 1994 caused larger
trading in shorter maturities and pushed the
yields upto three year maturity in the secondary
market to a level higher than the yiclds on long
term securities, thus resulting in an inverted

yield curve. The firmness in the interest rate of

the Government securities continued during
1995-96. I‘or example, the interest rate on a 10
year Central Government dated security was
14.00 per cent during 1995-96 so far, as against
12.35 per cent in 1994-95 for a stmilar maturity.

Institutional Developments

To develop institutional set up for a vibrant
secondary market in Government securities,
STCI was set up with total capital of Rs.500
crore. It has commenced operations from June
1994, The turnover of STCI in the secondary
market stood at Rs.39,631 crore during the
period June 15, 1994 to March 31, 1995 which
consisted of sales/purchases as well as repos in
cligible securities with banks and the Reserve
Baik. During the current year (upto end-
September,1995), the turnover of STCI in
Government securities amounted to Rs. 28,916
crore. As part of its liquidity management, STCI
undertook purchasc/sale of Treasury bills worth
Rs 310 crore during 1994-95. However, during
1995-96 (upto end-September,1995), the
turnover in Treasury bills was higher at Rs.
1.658 crore (Table VI1-5).

In order to strengthen secondary market
structure further, the Reserve Bank, in
consonance with its guidelines of March 29,
1995 for enlistment of Primary Dealers in the
Government securities market, has granted in
principle, on November 13,1995, approval to
six organisations to be accredited as primary

dealers in the Government sceuritics. The role
of primary dealers would be to underwrite the
auctions of Government securitics, act s
‘market makers® by providing two way quotes
and access securities 1o a wider base ol final
investors. The endeavour of primary dealers
would be to increase turnover of Government
securities rather than becoming a mere
repository of these securities. A Delivery Versus
Payment (DVP) System for transactions in
Government securities and Treasury bills has
been introduced with eftect from July 17, 1995
and February 19, 1996, respectively ar the
Reserve Bank, Bombay. The DVP system syn-
chronizes the transtfer of sccurities with cash
payment thereby reducing the settlement risk in
securities transactions and also preventing diver-
ston of funds in the case of transactions routed
through the Subsidiary General Ledger (SGL)
accounts.

Other Policy Developments in
the Government Securities Market

The most notable policy development in the
Government sccurities market during 1994-95
was the delinking of budget defticit from
automatic monetisation. On July 4, 1994 the
Central Government announced that the State
Governments and non-Government Provident
Funds would participate in 91-day Treasury bills
auctions on a non-competitive bid basis with
allotment at weighted average price. In May
1995, the Government issued guidelines that the
non-Governnient Provident Funds,
Superannuation Funds and Gratuity Funds, for
the first time, will have o earmark 25 per cent
of their total corpus for investment in Central
Government securitics.

Housing Finance
Housing Finance - Policy Mcasures
The overall minimum target during 1994-

95 for housing finance for banks continued
be 1.5 per cent of the incremental deposits
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between the last reporting Friday of March 1993
and March 1994. However, various sub-targets
have since been revised as under:

1) Of total housing finance allocation, 20 per
cent is intended for direct lending as against 30
per cent fixed in the previous year. Of this, at
least 10 per cent of the allocation should be lent
as direct housing loans in rural areas as against
I5 per cent of the allocation fixed during the
year 1993-94,

i1y Of the total allocation, 30 per cent is
intended for indirect lending by way of term
loans to housing finance companies/institutions
as hitherto.

1ii) The balance 50 per cent of the allocation
can be used for subscription to the guaranteed
bonds and/or debentures of National Housing
Bank (NHB) and/or Housing and Urban
Development Corporation (HUDCO), against 40
per cent of the allocation last year.

The ceiling of Rs.3 lakh per borrower for
direct finance for housing purposes in cities has
heen raised to Rs. [0 lakh with reference to the

10cation of the property and not to the place of

availability of credit. The concession available
to housing finance intermediaries in lending rates
of banks which was fixed at 3 percentage points
helow the minimum lending rate was withdrawn
in May 1994.

(i) National Housing Bank (NHB)

During the vear under review, NIIB
deregulated rthe interest rates to be charged by
the primary lending agencies on all loans above
Rs.1 lakh. However, for the purpose of targe§ing
the funds to smaller borrowers and protecting
their interest, NHB prescribed maximum lending
rates for loans up to Rs.l lakh apart from
adopting slab reduction in lending rates in a
phased manner.

In order to augment the tlow of credit for

housing activities, the refinance limits were
revised upwards and scheduled commercial
banks were brought at par with the specialised
housing finance companies to cover all loans up
to Rs.5 lakh from the earlier limit of Rs.2 lakh
for banks. NHB also revised the intercst rafes
on its refinance.

(ii) Housing and Urban Development
Corporation Ltd. (HUDCQ)

The assistance sanctioned and disbursed by
HUDCO during the financial year 1994-95 tor
housing projects amounted to Rs.[,763.2 crore
and Rs.1,121.5 crore, respectively, recording
an increase of 28.8 per cent in sanctions and
11.9 per cent in disbursements, over the previous
year. Till March 31, 1995, cumulatively,
HUDCO has financed Rs.16,577.0 crore ( for
11,041 projects). Qut of the loan commitments
of Rs.10,116.0 crore, 49.6 per cent has been
accounted for rural arcas. The cumulative
disbursements upto March 31, 1995 amounted
to Rs.6.836.0 crore. Around 250 borrowing
agencies are associated with HUDCO for
drawing the above finance facilities.

For financing its activities, HUDCO raises
resources in the form of term loans from GIC
and subsidiaries, and National Housing Bank,
Government loans under various schemes like
KfW Line of Credit, and OECF Line of Credit,
Government guaranteed bonds, borrowings trom
banks, HUDCO bonds, public deposit schemes,
interest bearing cash certificates from borrowing

agencies, etc. Borrowings from these sources

during 1994-95 amounted to Rs.1,146.8 crore.

(iii) Housing Development Finance
Corporation Ltd. (HDFC)

HDFC’s operations registered appreciable
growth during 1994-95. Loan approvals and
disbursements of the Corporation were
Rs.1,494.6 crore and Rs.1,211.7 crore,
respectively, registering a growth of 45.8 per
cent in sanctions and 36.3 per cent in
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disbursements (Statement 119 of Vol.IhH.
Cumulatively. as of March 31, 1995, assistance
sanctioned and disbursed by HUDIC stood
Rs.6.993 .5 crore and Rs.5,695.1 crore,
respectively.

“HDEC Bank Limited™ promoted by HDE-C
commenced 1ts operations during the vear.
HDIC alongwith its subsidiary HDIC
Investments Lod. holds 25.7 per cent ot the
equity share capital ot the Bank.,

Non-banking Financial Companies

Operations of the non-banking financial
compantes indicate that they mobilised
significant resources by way of deposits. Data
available for 1993-94 show that the aggregate
deposits in respect of 12,350 reporting non-
banking companies rose by Rs.60.752 crore or
40.4 per cent to Rs.2,10,979 crore. Of this, the
non-financial companies’ deposits accounted for
69.9 per cent and financial companies including
housing companies accounted for 27.8 per cent.
The regulated deposits increased by Rs.8.387
crore to Rs.19,689 crore during this period.

Reyulated deposits at this level were equivalent

t+ 3.9 per cent of the aggregate deposits of all
scheduled commercial banks at the end of March
1994 and was higher than 4.0 per cent recorded
in the previous year.

Foseign ixchange Market

The foreign exchange market in India is at
an important phase of its evolution as itemerges
from a regime of exchange control. Quantitative
controls and barriers 1o entry are being
progressively dismantled to allow for a greae
volume and diversity of transactions to be
cleared by the market so as o enable the market
to tultill 1ts principal funcoon of exchange rate
determination.

Three major changes were effected in 1994
95 to deepen the foreign exchange market.
Effective May 1994 the limit of US % | million
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ar s equivatent placed onoverbought/oversold
Positiens in the rupee against foreien currencies
was raised to Ry S erores. In December 1994,
carporates were permitted to book forward
contracts m any permted currency irrespectve
of the currency of 1nvoice, subject to devising
certain credit enhancements in the form of
obtammyg suitable margin deposits or carmarking
aganst counterpacty/delault risk e, Bffecnve
Fanuary 16, 1995, the RBI banned the rolf-over
of forward contracts at historical rates in order
to achieve transparency in the financial
statenments  of corporatessbanks. These
developments have gone towards removiny
distortions in market practices and by providing
depthy and hiquidity o the market, augur weil
for s functioning during the current year,

The Reserve Bank of Indut set up an Lixpert
Group on Foreign Exchange Markets in India
(o examine the issues refating to the operavons
ol foretgn exchange market and to sugueest
necessary chanees ro ensure its efficient
functioning. The Group submitted its report i
June 1995 (Box VI-2).

Relative Rates of Return

Rates of return in different segments of the
domestic tinancial markets provide an indication
ol the hquidnty condition as well as the degree
of integration of the markets. Consequent upon
dercgulation of interest rates on commercial
bank lending above Rs.o 2 Jakh, and the
mtroduction of measures such as the auctioning
of treasury bills and dated government securities,
and of total freeing of call money rates, the
mterest rate strucwure has become much more
responsive to demand and supply forcees in
respective markets. Table VI-6 which captures
the rates of return i different markets shows
that the rate ol increase s sharper mn respect of
short-term mstruments, although there was a
general stffening of rates across the board.
Morcover singce the rawes of return in respect of
all the imstruments histed are higher than the
milation rate. it mdicates that the mcentves (o
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BOX Vi-2

Expert Group on Foreign Exchange Market in India

With a view to broadening and deepening the Indian foreign exchange market. the Reserve Bank of India
setup in November 1994 an Expert Group on Foreign Exchange Markets in India 1o examine the jssues
relatimg to the products available for hedging foreign exchange risks, the scope tor (urther development of
the forergn exchange market, the mtroduction ol new derivative products and other related matiers. The
Group considered various relaxations needed in exchange control as well as monctary control to facilitate
development ot the foreign exchange market. The Group submitied its report in June 1995 covering
virious aspects of development of foreign exchange market m India,

The Group has recommended that the corporates may be permitted to boek their genuime exposures on the
basis of declaration, Lo hedge their foreign exchange risk. The Group is of the view that exchange position
limits such as intra-day and overnight limits be fixed by the Board of Directors of the respective banks
subject to ensuring that the capital is provided/ earmarked o the extent of 5 per cent of this limit based on
internally accepted guidelines. The Group has also favoured fixation of Aggrecate Gap Limi (AGL).
which would also include rupee transactions. by the managements ol the banks bascd on capital, risk
taking capacity, cte. It has recommended that banks be altowed (o initiate cross currency positions abroad
and to lend or borrow short-term funds upto six months subject to a specified ceiling. Another miportant
sugaestion relates (o allowing exporters to retain 100 per cent of their export earnings in any

foreign currency with an Authorised Dealer (AD) in India subject to liquidation of outstanding advances
against export bills. To encourage competitton, the group recommended that financial institutions such
as the ICICT IDBL, TFCT ete, also be allowed to freely trade i foreign exchange. The Group was also in
favour of permitting ADs to determine the interest rates and maturity period in respect of FCNR (B)
deposits. It recommended selective RBI mtervention in the market so as to ensure greater ovderliness in
the market.

In addition. the Group has recommended various short-term and long-term measures 1o activate and
facilitate functioning of markets and promote the development o devivative products. Short-term measures
include exemprion of domestic tater-bank borrowings from SLR/ CRR requirements to facilitate
developmient of term money market, cancellation and re-booking of currency options, cost elfective
strategies such as the “range forward™ and “ratio range forward’™ to reduce risk and permitting ADs 0
offer any derivative product on a fully covered basis which can be freely used Tor their own assct-
lability management.

As part of a long-term weasure, the group suggested that the RBI invite detailed proposals from (he
banks for offering rupec-based derivatives. The group also wanted the RBI to frame a fresh set of
suidelines for foreign exchange and derivatives risk management.

As regards accounting and disclosure standards, the main recommendations include reviewing of policy .,
procedure and transactions on an on-going hasis by a risk control team independent of dealing and
settlement functions, ensuring of uniform documentation and macket practices by the Foreign Exchange
Dealers Association of India (FEDAD or any other body and development of accounting/ disclosure
standards.

The setting up of a foreign exchange markets commitiee to advise RBI on policy issues, offshore banking
units in Bombuay to increase domestic and financial market integration and a foreign exchange clearing
house o enable settfement of foreign exchange transactions are among the other recommendations of the
Committee.
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Annexure
Progress of Financial Sector Reforms
Issues /7 Year 199498 1995961
1 2 3
I. Overall Monetary Policy
1. Reserve Requirements
a) Cash Reserve Ratio (CRR) i) CRR was increased from 14 i) CRR was reduced from 15.0 per cent
on domestic net demand per cent o 1S per cent in to 14.5 per cent from the fort
and time liabilitics three phases: 14.5 per cent, night beginning November L, 1993
(NDTL) 14.75 per cent and 15 per cent and lTurther o 14 per cent from
from the tortnights beginning the tortnight beginning December
June 11, July 9 and August 9, 1995,
6, 1994 respecrively.
it} From the foronght beginmng
1) From the fortnight beginning September 30, 1995 bauks were req
Janwary 7. 1995 banks were uired 1o mamain a minimum level
required o maintain @ minimum of 85 per cent ol the CRR require
level of 85 per cent ot the CRR ment ouly front the lirst working
balances required w be day of the reporting tortnight.
maintained o cach of the However, this stipulation would not
{irst 13 days ot the reporting he required o be maintained on the
tormight, tailing which they last working day ot the reporting
woutld not be paid interest for fortnight. For this purpose. banks
that/those day/days eventhough should reckon the holidays with
there was no shorrtall in the reference to the Centre where they
maintenance of CRR on the have thewr principal account for
average basis for the maintenance ol CRR.
fortmight. On the 14ch day
of the reporting formghe
banks were atlowed to
nuintain less than 85 per cent
ot the required cash balances
1o adjust the average of daily
balances 1o the required level.
b) Statutory Liquidity 1 SER on the Jevel of domestic iy With a lower supulition off SLR on
Ratio (SLR) NITL as on September 17, 1993 incremental NDTL and zero SR on
was reduced from 3475 per certain specific exrernal liabilities, the
cent to 34,25 per cent overall effective SLR which was 28 3
effective August 20, 1994 and per cent in December 1995 would
further to 33.75 per cent . continue to decline on the basis of
effective September 17, 1994 ° existing stipulations.
i) The base date for SLR on 1y With elfeet from October 14, 1995

domestic NDTL was hrought
forward from September 17,
1993 to Seprember 30, 1994 and
SR was fixed at 31.5 per cent
and for any increase in
domestic NDTL over the

level as on September 30, 1994
the SLR would be 25 per cent.

all scheduled commerciat bhanks
(excluding regional rural banks)
were required to adopt for purposc
of SLLR, the same system of valuation
of securities as tor the balance sheet.

The coverage for 1995-96 15 upto the end of December 1995,
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¢) Inclusion/Exemption of 1 Prome the toranzshi beginning by The merease 1w hahihes pnde
certain liabilitices October 19, 1994 4 CRR ol 7.3 Non Resident Bxrernal tRupueey (NRT G
from Reserve Requirements per cenn was prescribed an Accoums over the level onsianding
labhines under the Forergn ayoon Octaber 27 1995 was exempred
Curreney Nog Resident (Bank) Tor nuunicnance of averaee CRR with
fFONREB)Y] Schieme . This was cllect from the fortmaehy beeinning
ratsed o Ty ner ceat trom dic October 281093
fortmiehiy besmmning Loy
2001995 However il e The wcrease e habibiies mnder NRNR
under FONRUBY Scheme was accounts over the level ouistandine ax on
exeripied from SLR requirement. October 27,1995 was excmpted from
wainienanee of CRR with eftect rom the
i A CRR o7 o per cent on i fortnie b hemmning October 280 1993
bility under Non-Resident
Non Repatriahlie (NRNR) Schicme i The merease in Bables aner
wias preseribed trom the FONR(B) Scheme over the level
fortnight beginmng January ottstinding as on Navember 200 1995 wy
200 1995, exempied from CRR with effect from the
fortnight beainnme November 23, 1995
Average CRR on the ontstanding [abibaes
as on Navember 240 1995 wis redieed o
7.5 per cent with eltect [rom
December 9, tyus
2. Interest Rates
1) Lending Rate 1) Lttective October TN, 1994 1 Briective Qctober 10 1995 Dinkes
Minmmum Lending Rate (MLR) lor were allowed o fix their own
cred Tmits of over Rs 2 akh mierest rate on advanees ovet
wars abolished and banks were Rs. 2 Lakh agmnstierm deposis,
free (o i their own Prime
Lending Rates (PLRY subject 1o i) Effective October 31, 1995 mterest rate
the approval of therr Board ot on Post-Shipnent Export Credit
Direclors. denominared in US Dollars (PSCECH
m respect of usance bills for periods
n)  litfective October I8, 1994 the beyond 90 days and upto six months tfrom
lending rate Tor credit Jimats the date of shipment was enhanced from
of over Rs.25.000 mmd upro 7.5 per cent 1o 9.5 per cent per annuim;
Rs 2 bkl for all advances mterest rae on expart credit not otherwse
imcluding term loans was lixed specified for PSCEC, which wias 9.5 per
al L3S per cent. cent per annum, was Jreed
i The stipulation of eriecuve
miterest rate on bill discount-
g of over Ry Lakh which wax
al one percentige pomnt below
the fending rate under this
cateeory was withdrawn Irom
October 18, 1994
n) Deposit Rate 1 Brlecuve October I8 1994 werm o Becuve April T80 199 e

deposit e Tor NRE Gecounts
for maturity ol 6 months o 3
vears and above was reduced
from “not excecding 10 per
cent’ o ot esceedimg X per

cent’.

NI terng deposit rre was
increased 1o ot exceeding 12 pe
cent’ from ot exceeding A per

U puroannuul carclien
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1994-95

1995-96*

Oiber

saernad Pebt Manugement

o

Shies

1. 1994 the ity
savings deposi rawe for depo-

i Etfecuve November

stis mmcluding under NRE accou-
nts was reduced o 405 per cent
from S per cent earbier

iy Effective February 10, 1995 11
banks” maxnnum term deposti
rate was increased o ‘not
exceeding Il per cent” trom
‘not exceeding 10 per cent’

cartiet.

in

ii1)

V)

LA Tsione aprecmient was sign- 3]
ed on September 91994 between
RBI and the Governmem ol
Tndia onthe ner issue o wld
Fills. As per
he net issue

hoe reasury
the agreement,
of dd hoo Treasury Bills Tor

the vear 1994-95 was not (e

exceed Re.6000 crorve; if the 1)
et 1ssue of ad hoe Treasury

Rs.9000 crore

len consecutive

Bills exceeded
fer more than
waorkig diys at any e

during the financial year 1
199495 the Roserve Bank wus

to automancally reduce only

the excess bevod ihe prescribed

fevel of ad hoo Freasury

ElTective October |, 1995
hunks were wiven freedom o fix

thetr own interest

5 il
domestic term deposits with o
iy ob over two years,

Effecuve October 1, 1995 the
maximum term deposit rate for NRI:
accounts for mawrity of 6 months
w3 vears and above was increased
from & per cent 1o 10 per cent and
further to 12 per cent effecnve
Oclober 31, 1995,

Private sector mutual funds,
approved by SEBI, were aitowed 1o
operate only as lenders i the
call/notice money/bill
rediscounting market.

Effective September 30, 1995
the munmmum period for Repos in
Treasory Bills and Government
dated securities was supulated
he 3 days.

The private sector was allowed w serup
Money Market Mutual Funds (MMMIES)
in November 1995, The size of MMMFs
and Timits on mvestments by MMM
were deregulated.

Banks were free to decide their
own foreign exchange overmght
open positien limits subject

o the approval by the Reserve

Bank as aguinst the calier
form lunit of Rs.15 ¢rove tor
cach bank

L -

Nerassae of ad hoo Treasury

Bulls was dectded ot o excecd

Rs 5006 crore at the end ol the
financial year 199590 and not o
exceed Ry 9000 crore for wore than
ten cottinuous working  davs
any tune doring the year 19953-90.

An aucuon system for conversion
of Treasury Bills into dated
Government of India securines
was ntroduced i April 1995,

For the Tirst ime, Government

of india converted a mawnnyg,
two-yvear dated Goverument scourity
o another daded security of the
same matarity on July 14, 199s.
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Internal Debt Managemen:
Pohewes

1)

il

Vi

v)

Vi)

Vi)

N

Bills by quctioning Treasury v
Buols o selimye fresh

Gevermment of Indiy dated

SECHIES il I ket

Siular cerhines far the net

issue of wd hoe Treasury

Bl woukd he stpulied ton

e years 1993 96 and 1996 97,

From 199795 tlie sysiem of ad

hog Treasury Bitlh would be

otally discominued,

The Sceurities Trading Corpory- Vi
non of India Lid (STCH commenced
operations from June 27, 1994,

EFrom the fiseal vear 199495

the allocation ol open Vi)
market borrowings way  made

unly (o State Governments

and not to State guaranteed

nstitutions

From August 1994 Stale Gover-
nments and non-Government
provident funds were allowed

1o participate in 91 day Trea-
sury Bills auciions on a non-
compentive basis with aitor-
ment at weighted average price.
Government of India, for the
nrst e, Issued sceurities on
alap basis on July 29, 1994,

Partculars of transactions i

Government securities includi
ng lreasury Bills put through
SGL accounis at Public Debt

Othice at Bombay were beimng
peleased o e Press dafy

bepinning Seprember 1, 1994

Crovernment of india issued, for
the st e, on November T
1994 Governnent Stock (Secu-
riies) tor which paviaeni was
nuide mnomstalients

Repo facihity wah RBE o Goy
crument dated securies

wis extended 1o STCT and DENL
ta provide Lguidity support

Lo e operianons

o stengthen Governnment seou
ey markel, guidelmes and
srocedure tor enfistent of
Primary Dealers in Governmnent
scoarities market were issued

vl Mascdn 9, 1990

A svstem of Delivery versus Py
ment (OvE o Government seouritios
wis introduced i Bombay from oy
Lo 1995 1o synchronise i

transler ol securiies with the

cash payment thereby reducing e
CLEMOeNt VISR Gy Ses unie
ransaction and also preveniang
diversion of tunds 1 the vase ol

vansactions through Subsidiary
General Leduer (5G1L.

New instrumicat ol Floasine Rae
Bonds was introduced on September
20,0 1995

‘In principic” approval was griited
10 six entites o he aceredited

as primary dealers, i November
[998.
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Issues / Year

1994.05

1995-96¢

4. Internal Debt Management
Policics

I1.

In-House Isstes

a) Capital Adequacy Norms

b) Capital Restructuring

¢} Income Recognition and
Provisioning Norms

X1}

iii)

A scheme tor auction sale ol
Central Government securitics
hetd in RBIs portfolio was
mtroduced.

RBI decided to delink its role
ol invesmient management on
behalt of Provident Funds.

As against the budgerary pro 1)
vision of Rs.5,600 crore towa-
rds recapitalisation of
nationalised banks the re-

vised estimates are placed al

Ry, 529237 crore out of which
asum ol Rs, 3362 .34 crore was
abtocated 1o 13 nationalised
banks and Rs. 92458 crore was
passed on as Tier [ eapital to
six nationalised banks against

i)

the World Bank assistance.

Banking Companies (Acquisition
and Tranfer of Undertakings)
Acts, 1970/1980 were amended
with elfect from July 15, 1994
permitting the banks (o raise
capital upto 49 per cent from
the public.

Oriental Bank ol Commerce was
the first nationalised bank 1o
aceess the capital market with
an equily issue ol Ry, 360

crore i Qctlober 1994,

The Government ol udia promu-
leated an Ordinance m January
1995 1o amend the Banking Conip-
anies (Acquisttion and Transfer

of Undertakings)Acts, 1970/80
for enabling the banks o

reduce their paid up capital,

The provisioning requireinent
{for non-performing assets
(NPAS) with bultances of less
than Rs.25,000 was mcreased
from 3 per cent ol the aggregale

)

amount outstanding o 7.5 per
cent for the year ending March
31995 and further to 10
per cent for the year ending
March 31, 1996,

1)

The Government made a budgetary
provision of Rs. 852 crore owards
recapitalisation of nattonalised banks
during 1995-96.

Banks were required to maintain
Tier 1 capital funds of 5 per cent
of the foreign exchange open posi
tion limit besides the existing
capital adequacy requirements.

The ratio of ‘permanent” and
‘current’ investments in approved
securities was prescribed to be
60:40 for the year ending Muarch
1996 as against 70:30 carlier.

Banks were advised on April 3,

1995 that interest accrued and cre
dited to income account during the
year cnded March 1994 in respect
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199495

1995-96

-

C)

d) Recovery of Bank Loans

Income Recognition and

Provisioning Norms

¢) Lending Norms

i)

i)

Debi Recovery Tribunals a Cal
cutta, Delhi, Bangalore. Jaipur
and Ahmedabad, and Appellate
Tribunal at Bombay were setup
However, Delhi High Cowrt qua-
shed the notification constin-
ting the Tribunal tor Delhi
region in March 1995,

Banks were advised 1o exiend
cash credit lacilities to lar-
mers with irrigation (acilitics
m Octoher 1994 and also to
other tarmers undertaking off
farm/allied activities,

In October 1994 e ceiling
for term loans for any project
of Rs. 50 crore lor cach bank
was abolished and the it of
Rs. 200 crore Tar the banking
systent as e whaole was raised to
R« SO0 crore tar any project.
Sanction ol such term loans,
continned 1o be sub
ject o comphiance with pruden-

however.,

tal exposure norms

i

V)

i

ol accounts rdennficd as NPA

for the fiest time during the

year ended March 31, 1995 should
be reversed or provided for as

on that date

Banks were advised that provision
need not be made Tor @ pectod

ol one year from the date of dis
bursement in respect of additional
facilities sanctioned under the
rehabilitation package approved
by BIFR/term tending institutions

Banks were advised that from 1995 96
onwards, for arriving a the provision
required (o be made in respect ol doubtiul
assets, the readisable value of the securiies
should be deducted from the out-

standing balance in respect ol

advances goaranteed by ECGC/DICGC

Banks were required 1o have
loan recovery policy defineating,
inter alia, norms for write-oft’

The Supreme Court stayved the
operation of the Delhi High Cour
judgement in April 1995 and admu
ted special feave petition liled
on behalt of the Government.

A “Loan System” (or Delivery of
Bank Credit was introduced cfifect-
ive April 17, 1995 ta bring abouw
greater discipline in credit utih
sation and betler control over

credit flow. The cash eredin
component was Hixed at 75 per cent
ol the Maximum Permissible Bank
Finance (MPRBEY, whife Toan
component was fixed at 23 per cent.

Bariks were advised to reduce

the cash credit component from 75
pereent 1o 60 per cent of the MPBE
and Lo increase the Toan component
from 25 per cem to 40 per cent
cftective Oetober 5. 1995,
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¢} Lending Norms i) The stipulated margin ol o i Effeciive April 17, 1995 bridec
less than 235 per cent for adv- loan by banks/financial mstit-
ances granted agatust deposits wons 1o all compames was baswed
wis withdrawn; banks were In October 1995, subject to
{ree 1o determine the margin the compliance of certain conditio
on acase by case basis. us, banks were atlowed 10 sanction
bridge loans against the commit
ment of Tinancial institutions and/
1v)  Banks/financial institutions or other banks where the lending
were permitted to extend hridge msuition was (aced with
loans/inierim finanee to all lemporary liquidity constraint.
companies ,including finance
companies, agamst public iss- 1) Bank credit timi o loan and
ues/market borrownig (domestic) investinent companies and residuary
upta 75 per cent of the amount nou-banking companies was reduced o
called up on each occasion (as the NOF from twice the NOIF of
against SO per cent carlier by the company. For compantes having
banks). In Sepramnber 1994, how- not Jess than 75 per cent ol
ever, banks were advised not 1o their assets in equipment leasimg
extend bridge loans/interim and hire purchase and 735 per cent
finaunce foans w the form of of their grosy income from these
bridging nature to all non- Iwo types of activilies as per
banking hnancial companies. their last andited balance sheers.
the Timit was brought down (o
v) The overall miuts of bank thrice the NOF: for other equipment
credit o loan and invesim- leasing/hire purchase conipames tne
ent companies and residuary limit was prescribed 1o twice the
non-banking tinancial compant- NOF.
es were reduced o twice the
net owned fund(NOF)Y as against v) Effective April 21, 1993 the
three times the NOF as hither- extent of Commercial Paper was res
to. Inrespect ot credit 1o tricied to 75 per cent ot the cash
eyuipment leasing and hire credit component of the workimg
purchase companies, the Hmit capital himit instead of 75 per
ol four nmes the NOIF was 1o cent of the workmg capual (fund
continue provided such hased) limit as hitherto.
harrowers were predominanily
enwiped i equipment leasing/ vy BifTective July 25, 19950 banks
hire purchase bustness: other- were advised to scruputously
wise, bank credit should be follow the guidelines o the
restricied (o Uiree tmes Accounting Standard (AS7)
thie NOF presenibedZssued by the tnsune
ol Chartered Accountarns of Judia
vi) Banks were permited 1o extend (ICAD for the construction compaiies

finance 1o public secor
underrakings (registered v
under the Compames Act, 1950
Or as a corporation under the
relevant Act) tor projects
involving creation ol inirast
ructure lacilities subject (o

the samie wenns and condiions
us applicable to the private
sector, Additonally. banks
were asked (o ensure that such
PSUs were run on commercial
Hines and repayment was made
oul of incowe generated by he
project and not out ol Govern
nent subsidies,

lective December 22, 1995 banks
were atlowed to sancton term

finance upo Rs. 1000 crore o

vach power gencrilion projead,

subject to certun terms and conditions.
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3 Investment Norm CoSiandy Loyt P Buanks were auvised toodesis
coraniasal e nO e o ety shuares debeninnes
Pabed aten e o e g ihe secondary minket
5 S v olina 2
Citile PCULCER B i
sl cveai inn
41 Cumputerisation P bl BFowelud U oitiinge i bhe recommendatinms of e S

IIT. Otier Issuces

@) Supervision System

By

Bunh Branch facensing

1)

aeaded by Sk WS Saraf ser

G te siady the teeimoloes

wetos rehiding o paymend

abd seridemeni svsicin i the i
bankine adisiry subnied

ns report

(¥

To cnable the Board tor N
Finneral Supervision (BES) o

perform some ol the functious

ol thie Ceniral Board ot the

Reserve Bank of India, the

Resvrve Bank of India (BES)
Regulattons, 1994 (ramed 1]
under Secuon 38 of the RBI

ACE 1934 came Tino ellea

from futy I8 194

Do Teariian i o

PN Gicd
Gioverinor ol e Reserve Bank
ot Tunuiiciing lror

P9l with

N emher I
Breputy Governor as Viee
Chrnran wad sy crhen
memhers. BES i e Advisery
b cenistited oo

e BB BESY Resnlaiens

P99 woultd cach

have aoenm

R BN youdrs

COMIITCE WEIe dl VATIouS Sdipes
el mnplementation.

The Reserve Bank seiup o
Commtee (Chaeperson: Ms KOS
Shetey o study all aspeets of
Llectromie Bunds Transier (b0

for imstiuiing an FET syste i india

Unider the Warld Bank's Fioaucial
Sector Development Project.

the participating bauks woufd oh-
Lith o modernisaiion and msu
nonal development loan ol S S 150
mn tor extending, mier aha,
and computertsation of banking operatious.

dutomaatien

Elfective Aprib 1995 the BES
would take up (he supervisory res
ponsibthiny for all-India financral
wistitutions d non-bankimy fiian

cuil companies

A audit sub-comniiiee. comprising
the Vice Chairnman and two members
of the BES was examinig the

svatem of audimg of banks,

financial nstutions ad

poc-buneiny hoonoel compiees

fn hine o wndy the Bhandan Comming
ceos recoinmendation. e pranch
Leensing polioy [or RRBs was
miothited: vy SO KRBy, treed Trom
the Service Arva oblivauons, weiy
viven freedom to reiociie then
foss Uhadvitrg DEalic e prvidtabiy
within the sane blodk or convernt

then e siellie mobie vilices.
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b) Bank Branch Licensing

¢)  Private Sector Banks

d) Priority Scctor Lending

¢) Customer Scervice

3]

Six private bunks, viz, UTI
Bank Ltd., Indusind Bank Lid..
ICICI Banking Corporation Ltd,
Global Trust Bank Lud,Centurion
Bank Lud., and HDEFC Bank Lad.,
commenced banking business

out of ‘i principle” approval
given lor seting up en

private banks.

Banks were advised 10 consider
on merits proposals for term
tinance/loans in the form of
lines of credit to State
Indusirial Development
Corporations and State Finan-
cial Corporations subject to
the observance of terms and
conditions advised to banks
from time 10 tume. The extent
of such loans o SS1 units
would be treated as a part of
priority sector lending.

)

Two toss making branches ol ithe
saate RRB within Tive kins were per
mitted 1o merge. (b)) RRBs with Serv
ice Area obhigations were free o
relocate loss-making branches at

Service Arei. Their foss making
branches could be converted into
satellite/mobile olfices. provided
such conversion would not impun
the performance of SAA obligations.
Two branches of the same RRB within
five kmis in o geographically conu
guous Service Area could be merged
New branches at “specificd cenores’
were allowed to be opened within
their arca of operation.

Banks were asked to setup 100
specialised branches in 85 identit
ed districis 1o meet the require-
ments of Small Scale Indusiries.

With four more privine banks
viz.. Times Bank Lud., Bank of
Punjab  Lid., Development
Credit Bank Lid. and IDBI Bank |
len privite sector banks becamne
operational out of 12 *in
principle’ approvals.

Entire amounts of refirance granted hy
sponsar banks to the RRBs

would be reckoned as priority

sector lending.

For expeditious and inexpensive
resolution of customer complaints
awainst dediciency in banking ser-

vices, the Banking Ombudsman Scheme,
1995 was itroduced m June 1995,
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1995 U6

¢) Customer Service

) Frauds and Malpractices
in Banks

g) Export/lmport Credit

h) Dividend Declaration by
commercial banks

i) RRBs

i)

Sub-supplicrs of vxport orders 1
world be provided credic with

in the overall permissible pre-

shipment export credit where-

ver letters of credit were op-

cned by the export order holder.

As rcconmmended by the Bhandan !
Committee 49 RRBs were taken

up lor restructuring and

revival,

RRBs were allowed o deploy
part of their surplus non-SLR 1
lunds e credit portlolios ol
thewr sponsar banks and in
specitied mvestment avenues
like UTL listed schemes, e,
1)

V)

a3 For tocal and owmsiation

clieques upta Rs. 3000 hauks were
requited o provide mmcdiaice
credit, by For tocal clicques, cus
tomers were altowed o use the e
drted tunds baest by e thivd
working day trom the die ot aceep
tunce of the cheque o) Banks were
aedvised ta constiiie @ connntiee
under a General Manager to wdentity
the arcas and factors for delavs

i collection of outstaion
metruenls

Ranks were required 1o devise a
systet of close waich an new de
posit acconnts, and vash deposis
and withdrawals Tor Rs. 10 takh and
above

Fllecuve October 31, 1995, om

standings under the tuport credu
sublimit of the cash eredit would
be subject to o 1S per cent interest
rate surchiaree

Pubtic sector banks were made
subject to prior approval fos
payuwent of interim dividend. divi
dend ngher than 25 per cent and in
cases ol non-fullillment ol four
stiputated conditions: fulfillimem

ol the tater would obviate the

need for prior approval,

NABARD
recomuended for selection ol 68

RRBs for comprehiensive restructuring
under Phase 11

The Basu Conpuittee set up by

The Gnon Budget Tor 199596 provuded
Ry, 300 crore tor making up some more
RRBS Tor restructuring duruey 199S 96
under Phase 11

A Boapent Group winder the chmmmaasiap
of Dr. NJK - Thingalaya was set up o
examing the issues concernmy the
nemnaeerial and tinancial restrucinnmy ol
RRBs taken up durimg 199495 and
contnued 1 199390 and toanontor the
progress w this regard

RRBs were advised o adopt imeote
recognitton and assci classthicaton
norms from 1995 96 and provisionimg
norms from 1996 97 enwaids
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IV. Reforms in Co-operative
Banking i) Cooperative credit structure 1 Effective June 21, 1995 urban

a) Co-operative Banks

V. Reforms in Non-Bank
Financial Scctor

a) Non-Bank Financial
Companies (NBFCs)

h) Insurance Sector

was set to be strengthened

through state specilic

development action plans, and

throtgh Mol beiween NABARD,

State Governments, SCBs and

CCBs i

1) Lending and deposit rawes of

all co-operative banks, exclud
ing urban co-operative hanks.
were deregulated in October
1994 subject 1o an MLR of 127
per ceni.
i)

i) FEffcctive ODcober 18, 1994 MR

for credit limits of over Rs.2
lakh was abolished and urban
co-operalive banks were free
to fix their lending rates

for such credit hmins

1) Detailed prudenual guidelines 1
to NBECs were issued in June
1994, The registered NBECy
were required Lo achieve a
minimum capital adequacy norm
of 6 per cent by March 31, 1)
1995 and 8 per cent by March
31, 1996 and also obrain i
mimmnium credit rating from
any of the three credit rating
agencies. i)

V)

co-operative banks  were free
to fix their lending rates for
all categories ol foans subject
yan MR of 13 per cent

Urbitn co-operative banks were
allowed in April 1995 (o inves
their surplus funds m equiry/bonds
of Al India Financial Institurions in
addition w their investment m

PSU bonds, within the ceiling of [0
per cent ot their deposis

For terin deposits of over two years, urban
co-operative banks were given freedom 1o
lix their own interest rate, effective
Qctober 1, 1995,

As at the end of December 1995,
745 NBFCs having net owned fund of
Rs. 50 lakh and above have got them-

selves registered with the Bank.

Board for Financial Supervision

with the assistance of the Bank's
Department of Supervision started
supervising the NBFCs woe [, July 1995

An expert group (Chairman: Shyi
PR Khanna) was set up lor
recommending a framework for super
vision of the financial companies.

Muaintenance of liguid assets was increased
from 10 per cent to 15 per cent of deposil
tiabilities for the equipment feasing and
hire purchase finance companies and other
NBFCs registered with the Reserve Bank.
For other NBECS not registered with RBIL
the requirement was raised fiomy & par
cent (o 7.5 per cent of the deposit liabilines

For betler and effective regulaton ol the
NBECs, certain legislative changes were
beiny considered.

An ondependent reguliatory authoriy was
announced to he set up for the industy.
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Fahte V-1 2 The Camulanve Turnover of the Discount and Finance House of Tndia FLid
Muring the vears 199394 (o0 1994-93)

PR erorey

Buring th Uhie s hali
Insirument v 1995 .06 of 190405
[RFIER AR Y RIRVEN CAe ] otyos

0 Sept 19, 109S;

| . ! | 3
to Call Money Funds RE R 529183 242849 2T366N
(netading Notice Monpeys
2. Treasmy Bills 1097 30,921 9,204 8210
3. Commercial Bills 52 122 BRI 75
4. Ceruticates of DeposieC'Ds) X4 ! -
5. Commercial Papers (€1Ps) i
6. Term Deposis bosan b i4 13
7. Central Govermnem P AR 12488 16,640 1.573

Dated Securites

Daily Average Lendimg during
the vear in the Call Money Muarket 1,600 1431

Table VI-2 ; RBI AN - Lidia Index Numbers of Ordinary Share Prices and Yield

(Base o 1980 K] - [0

Year End ot the Yem Highest Lawest Annual average ol Average Gross Yield
(April Muarch) (week ended Weekly Index (Per cenl per anuuim)
Saturday)
| 2 3 4 5 0
1987-88 189.3 2271 1893 2073 4.52
(-10.1)
1088-89 3082 R.2 187.1 247.5 370
(1194
198990 400.0 H 4 317.7 504 1R
(1452
1990-91 5279 6542 30546 3003 2549
(+39.2)
1991 92 FA8s tags 83060 7762 A
LSS h
179293 RO2 | [EERTIN Nul [NER Loy
t 47, 1)
1993-94 13317 H461 1 7909 5 1051.3 Aoy
R AN
HOud. 9~ DAR s sy PiviR PNET Lo
{de
199495 P74302 la]7 % 13318 15154
(April-Seprember
1295 96 IS 1363 7 [ 124600

(April-Septenther;

Neose o Broores o brackers are pereenige variations over the vem
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Table VI-3: Assistance by All Financial Institutions
(Year:April-March)
(Rs. crore)

1993-94 1994.95 Percentage change m
1994 95 aver 1993 94

[nstitutions

S D S D S D
1 2 3 4 3 6 7
A. All India @ 30,2006.8 18,513.4 49 .814.9 25,562.9 +64.9 +38.1
Development Banks
(1 to 6) Q@@ 28,384.6 17,227.6 47,914.3 24,283.7 +68.8 +41.0
1. [DBI 12,4913 8,070.6 19.833.0 10,621.3 +58.8 316
@@ 12,491.3 %,070.6 19 833.0 10,6213 +58.8 1316
@ 11,962.2 7,677.4 19.317.0 10,2490 +61.5 -33.5
2. 11°CI 3,745.9 2.163.1 5,719.5 2.838.7 +52.7 30,2
3. 1CIC) 8.491.4 4,413.2 15,065.4 6,879.3 b77.4 1-55.9
4. SIDBI @ 3.354.1 2.671.3 4.699.3 3.385.2 4-40. 1 F26.7
@@ 2.001.0 1,778.7 33147 2.478.4 +60.§ +39.3
5. IRBI 4258 188.6 777.9 397.6 +82.7 F110.8
6. SCICI 1.608.3 1,006.6 3.719.8 1,440.7 1119.0 +43.1
B. Specialised Financial 197.3 110.1 363.5 248, 1 +84.2 +125.3
Institutions (7 (0 9)
7. RCTC 8.5 8.9 13.9 13.0 +03.5 +40.1
8. TDICI 29.7 22.4 120.3 97.9 13051 337.1
9. TFCI 15091 78.% 229.3 137.2 +44.1 1741
C. Investment Institutions 10,820.6 7,876.7 10,155.5 6,513.7 ~06.1 -17.3
(10 to 12)
@ 9,915.0 0997.4 9,005.5 6,038.7 -9.2 -13.7
Q@@ 9,915.0 6997.4 9,005.5 6,038.7 -9.2 -13.7
10, UTI ®.332.6 6.612.4 7.677.0 4,791 .1 7.9 27.5
@ 7,627.0 5,933.1 6,777.0 4.510.1 -11.1 239
@@an 7,627.0 5,933.1 6,777.0 4,516.1 1101 23.9
1. LIC 1,664.0 794.0 1,790.0 1,343 .4 +7.6 +09.2
@ 1. 464.0 594.0 1,540.0 1,143 4 +5.2 +92.5
12 GIC 8240 470.3 688.5 379.2 -16.4 S19 .4
bD. Total Assistance by All-
India Financial Institutions 40,319.1 25,620.9 59,183.9 31,849.7 +46.8 +24.3
(A@+B+C@)
16, State-level Institutions 2.826.7 2,264.2 4,271.% 2,989.8 + 51,1 +32.0
(I3 and 149)
13, SICs 1,90%8.8 1,563.4 2,760.2 2,005.4 44,0 283
14, SIDCs 917.9 700.8 1,511.3 984 .4 +04.0 140.5
. Total Assistance 41,323.6 26,599.3 61,554.8 33.560.3 +49.0 +26.2
by All-Financial '
Institntions (A@Q@+B+C@@+F)
S - Sanctions D - Disbursements
@ Data are adjusted Tor nter-instiational Gl India) Hows.
@@ Data are adjusted tor inter-institutionad (all-Indii and state fevel) lows.
Note ©o 1o Data for 1994-95 are provisional.

2. Data have been adjusted tor inter-institutional flows. This ivolves adjustment in regard w loans and subscription 10
shares and bonds of financial institutions by [DBI, IDBI/SIDBI's refinance to SFCs and SIDCs and seed capitat
assistance, term Joans wiven by LIC and special deposits of UTL o IDBL TFCT aud 1CICT.

3. SIDBIs assistance exclude short term bills,

Source : 1DBI and Respective Financial [ostitutions.
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Table V]-4: Reserve Bank’s Open Market Operations in
Central Government Securities (Year : April-March)

(Nominal Values in Rs. Crore)

Purchase Sales Net Sales

Year
| 2 3 4
1989 9() 3,551.8 4,739.0 1,187.2
(14287.1) (15631.2) (1344.1)
1990-91 2,291.2 2,238.1 -53.1
(14157.0) (13725.2) (~-431.8)
1991-92 3,244 .8 7,327.1 4,082.3
(5321.7) (9365.6) (4043.9)
1992.93 6,273.4 11,792.5 5,519.1
(6307.7) (11792.5) (5484.8)
1993-94 967.6 10,804.6 9837
1994.95 1,560.9 2,309.0 748.1

April-September
1994-95 887.9 401 .4 -486.5

1995-96 453.2 1,392.3 939.2

Note : Figures shown in brackels up to 1992-93 are inclusive of purchases/sales effected from time to time out of surplus funds of IDBI,
EXIM Bank, NABARD and other institutions under a special buy back arrangement.

Table VI-5 : Turnover of Securities Trading Corporation Of India Ltd.
(Rs. crore)

Instrument 1994-95* 1995-96

(Up to end-Sept.)
1 2 3
1. Government Securities 39,631 28,916
2. Treasury Bills 310 1,658
3. Borrowing in Call/ Notice Money Marke! 18,825 49,358
4. Lending in Call/ Notice Money Market 7,593 6,708

Memorandum [tem :
Daily average lending/borrowing in the call money market

1. Borrowing 61 209
2. Lending 26 36

* : From June 15, 1994 to March 31, 1995.
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Table VI-6 : Relative Rates of Return in Major Financial Markets

(Per

cent per annum)

Last Week/Fortnight ol March

Last Week/Formight

Item of Septembern
1991 1992 1993 1994 1995 1994 1993

1 2 3 4 5 6 7 i

I Call Money Rate (Bombay) 21.50 30.63 17.38 638 15.63 8.50 26.23
(DFHI Average Lending Rate)

2. 9l1-day Treasury bills (Auction) 10.97 7.46 11.99 9.08 12.67
(Cut-off yield)

3. 182-day/364 day Treasury bills 10.08 9.27 1110 9.97 11.94 9.42 12.91
(Cut-off yield)

4. Certificates of Deposit 12.44 14.50 14.50 9.60 12.50 9.75 12.37
{(Middle Raie)

5. Commercial Paper 15.10 16.50 15.8% 11.50 14.50 10.25 14.25
(Middle Rawe)

6. 3-year Deposit Rate 10.00 12.00 11.00 10.00 11.00 10.00 12.00

7. Minimum Lending Rate 16.00 19.00 [7.00 14.00 15.00@ 14.00 15.50 @

8. Coupon Rate of 10-Year 10.75 11.00 12.75 12.50% 12.35 12.35 14.00
GOl Securities (May 24, 1994)  (June 22, 1995)

9. Capital Market (Ordinary Shares)
a. Gross Yield (All Industries) 2.59 2.09 1.69 219 241 1.60 1.02 %0
b. Change in RBI Index 39.20 §55.15 47.14 -7.95 46.23 79.20 -3297 P

(ANl Industries)

Memo Item

Inflation Rate 12.10 132.56 7.02 10.81 10.41 8.40 ¥.40

(WPl on Point-to-Point Basis)

*

* %

Prime Lending Rate of SBIL

Fixed coupon rate offered in conversion ol Treasury bills.

Pertains to August 1995.

provisional



CHAPTUER VII

COMMODITY AND BULLION PRICES*

Comiaodity Prices
Highiights

The persistence of mflationary pressure was
one of the major Macro-eCoOnOMmMic CONCErns 1
1994-95. The annual rate of inflation measured
in rerms of the Wholesale Price Index (WPI)
remained ar the double digit level tor the second
year in succession, i.c., at 10.4 per cent in 1994~
95, on a point-to-point basis, on top of a rise of
10.8 per cent in 1993-94 (Table VII -1). On an
average basis, the milation rate at 10.9 per cent
was significantly higher than that of 8.3 per cent
i the pravious year. The inflation rate during
the first five vears of the 1990s worked out to
10.6 per cent on an average basts which was
considerably highor than the average inflation
rate of about 8.0 per cent it the 1980s and 9.0
per cent in the 18570y,

There were mainly three distinct phases of
price movement during 1994-95. In the first
phase, the inflation rate remained in the range
of 10.2 1o 12,1 per cent during April to August
191994, followed by deceleration in the second
phase rangimyg between 8.4 and 9.6 per cent
hetween end-Azgust and mid-November 1995,
Phercatier, there was resurgence of inflationary
pressure with the inflation rate remaining at the
doubie digit level, nowwithstanding an abatement
in the price rise from February 1995,

The buoyant price situation during the early

part of 1994-95 could be attributed to a host of

factors pertaining to the previous year, such as,
the high fiscal deficit; production shortfalls in
sugar, cotton, jute, groundnut; increases in the

* This Chapter iy based on information/data available
upto September, 1995

adnnnistered/suppert prices especlally of wheat,
rice. sugar andrenergy products: and sharp
monetary expansion following strong capita
intlows, particularly, in the later half ol 1993
94. The rekindhing of inflationary pressure in
the later part of 1994-95 was again a reflection
of the high monetary expansion propelled by
large capital inflows n the tirst halt ot 1994-93
and a large expansion of commercial banks’
credit to the corporate sector.

The abatenient of intlationary pressure since
February 1995, continued in the first half of
1995-96 with inflation rate reaching a trough of
8.1 per cent at the end of July 1995, According
o the latest data available up to September 30,
19935, the annual inflation rate on a point-to-
point basis stood at 8.4 per cent (provisional)
which was same as that recorded in the
corresponding period last year. The deceleration
i inflation in 1995-96 so far, was mainly due
to restrictive monetary policy and improvement
in the supply of essential commodities.

Commodity/Group-wise Trend

A commodity/group-wise analysis of price
trends during 1994-95 shows that acceleration
in the general price level was mainly driven by
the high price rise in “primary articles” at 127
per cent on a point-to-point basis (11.5 per cent
taxt year) followed by 10.7 per cent ia
‘manutactured products’ (as against 9.9 per cent
in the previous year) (Table VII-2). The price
rise in the ‘fucl’ group was subdued. at 2.4 per
cent, compared with a significantly higher
increase of [3.1 per cent in the previous year.
On an average basis, the prices of major groups,
viz., ‘primary articles”, ‘manufacrured products’
and ‘fuel, power light and lubricants” moved up
by 12.8, 10.5 and 6.9 per cent, respectively, in
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1994-95 as against the corresponding increases
of 6.9, 7.8 and 15.5 per cent in the previous
year (Graph VII - 1).

a) Primary Articles

A disquieting feature of the price situation
was that the ‘primary articles’ group continued
to register a higher order of price increase at
12.7 per cent over and above the rise of 1.5
per cent in 1993-94. Within the group of primary
articles, ‘food articles’ witnessed a rise of 11.9
per cent in prices as against a rise of 4.4 per
cent in the previous year. As regards non-food
articles, there was a rise of 15.5 per cent on top
of a rise ol 24.9 per cent in the previous year.

The acceleration in the prices of ‘food
articles’ group was mainly on account of a sharp
rise in the prices of fruits and vegetables, milk,
eggs, tish and meat, condiments and spices, and

Graph VII-1
Annual Variations in WPI
(Average Basis)
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other food articles. However, the prices of cere-
als, with the exception of Jowar decelerated
owing to comfortable supply position. Rice and
wheat recorded substantially lower increases in
their prices. Among the ‘non-food articles’,
oilseeds prices registered a sharper increase of
23.2 per cent as compared with 14.1 per cent in
1993-94. Sugarcane, tobacco and rubber
recorded higher price increases over the previous
year. The rate of increase in prices of fibres
and minerals, however, decelerated.

b) Fuel, Power, Light and Lubricants

The index for ‘Fuel, power,light and lubric-
ants’ which is generally influenced by changes
in administered prices, witnessed marginal rise
due to a lower rise in the prices of electricity
and decline in the prices of mineral oils. Prices
of LPG, petrol, kerosene, high speed diesel oil,
furnace oil and lubricants remained unchanged
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while the coking coal prices recorded a rise of
5.2 per cent in 1994-95 as compared with that
of 4.8 per cent in the previous year.

¢) Manufactured Products

The index for ‘manufactured products’
registered an increase of 10.7 per cent in 1994-
95 which was higher than that of 9.9 per cent in
1993-94. Group/Sub-group-wise, there was
acceleration in the prices of dairy products,
cdible oils, beverages, tobacco and tobacco
products, rubber and plastic products, chemicals
and chemical products, basic metals and alloys,
and machinery and machine tools. This was,
however, partly offset by deceleration in the
prices of grain mill products and textiles and
decline in the prices of sugar, khandsari and
gur. Commodity-wise, price acceleration was
seen in respect of groundnut oil (30.9 per cent),
newsprint (44.0 per cent), cement (24.6 per
cent), basic metals and alloys (10.5 per cent)
and drugs and medicines (16.0 per cent).

Graph VII-2

Weighted Contribution of Major Groups

An analysis of weighted contribution of
different groups/commodities to the increase in
the general index of wholesale prices in 1994-
95 reveals that, on a point-to-point basis, the
‘manufactured products™ group, with a weight
of 57.0 per cent, contributed 57.7 per cent (52.1
per cent previous year) to the rise in the general
index, followed by 39.6 per cent by the ‘primary
articles’ group (34.3 per cent last year) (Table
VII- 3). The contributions of both ‘manufactured
products’ and ‘primary articles” were higher
compared to the decadal average for the ‘eighties
(1980-81 to 1989-90) and their average
contribution during the last five years (1990-91
to 1994-95). In contrast, the contribution of the
fuel group was well below the decadal average
and the average for the last five ycars. [f
weighted contribution is worked out with
refereuce to changes in prices averaged for a
period, there would still he no change in the
trends mentioned above (Graph VII-2).

Weighted Contribution of Major Groups
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The temporal changes in the price situation
sinee 1980-81 could be seen in the trequency
distribution of the annual rate of inflation
secorded o monthly intervals. During the 1980s,
Sieomflation rate ranging from 0 to 9 per cent
was obiserved inoas many as 106 months
costruting about 88.4 per cent of the total
samiple of 120 months for which inflation rate
wis computed (Table VII-4). Inflation rate above
Y per cent was noticed only for 14 months i.e.,
b7 per cent of the total sample. The trend
coms o have been reversed in the [990s.
Siring 1990-91 to 1994-95, the intlation rate
rareing from O to 9 per cent was noticed for 19

months only, constituting about 31.7 pev cent
of the sample of 60 months. During the same
period, inflation rate above 9 per cent was
observed in as many as 41 months, constituting
68.3 per cent of the sample. The analysis thus
shows that there was relatively higher level of
inflation during the more recent period.
Although the proximate cause of inflauon lies
in monetary accommodation, in the medium
term, structural rigidities, supply shocks and
above all a steady increase in the supply price
constituting ‘core’ inflation play an important
role in the inflationary process (Box VII-1).

Boy VI

Sources of Inflation

Theve are mamly three approaches to explain the sources of inflation. The conventional as well as niost
sy held view about the proximaie cause of inflation is a combimation of demand pull factors where
L weade expenditures, often propelled by Governments and accommodated by monctary authorities,
supment effective demand fav in excess of supply. The second approach deals with cost-push factors in
which sudden increases in wages, interest payments and prices of raw materials and other inputs either
individuglly or in combination jack up prices. The third approach is the so called structuralist onc,
wherein wtlation is said to be caused by structural rigidities such as, stickiness in wages, prices and also
nther bottlenecks prevailing in the economy. For any given situation, it is difficult to identify the forces
which cause inflattonary spiral, as both demand pull and cost push factors interact and fced on one
anoiher. leave alone structural rigidities which are in any case difficult to remove in the short-run.

Iliere are two other stands of thought in regard to the sources of intlation. One relates to the shocks thal
icad to flation either from the supply side such as the sudden increases in oil and food prices or from
policy shocks of the Government that are unanticipated by the houscholds and firms. The other stream of
thought points to ‘core’ factors which essentially represent the trend rate of increase of the price of
aggregate supply. Broadly supply of anything has two major elements of cost: labour and capital. While
labour costs are determined by the rate of wage increase after adjusting for productivity changes, capital
costs are set by changes in interest rate, equity prices and relative price of capital goods. The underlying
thrust of this approach is that the gradual rise in the prices of lubour and capital is based on expectations.
While both demand and cost push sources of inflation could be volatile and short-lived, the core inflation
has a tendency to persist as it is strongly embe Ided in total inflation in the process of the economy’s
long-term growth.

Fmpirical measurement of core inflation bas not been found to be easy. However, in the context of
formulation of a framework for stabilisation, 1 vould be useful to track the core component of inflation.
For, where it is pronounced, demand managemen. alone would not be adequate to bring about a significant
reduction in the inflation rate. In other words, there is a need for supply side policies to supplement
demand management. Policies which stimulate capital formation, human skill and productivity would
fower the core inflation rate by influencing capi-al and labour costs.

in the Indian context, there is no comprehensive study on the ‘core’ aspects of inflation. However, the
rend rate of inflation could be viewed as a surrogate for ‘core’ inflation. The sccular trend rate of
ietlation, on the basis of the movements in the Wholesale Price Index for ‘all commedities™ since the
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Box VII-] (Contd.)

early “fifties, has been about 6.8 per cent per annum. i one were o take “siaties as the base for working
out the fong-term trend, the annual inflation turns out to be 8.2 per cent. The inflation rate tor the last
twenty tive years (Lo from [970-71 (o 1994-95) was stilf higher at 8.9 per cent. The decadal average
imflation rates in the ‘seventies and the “eighties were 9.0 per cent and 8.0 per cent respectively. A
steadily rising inflation rate during the more recent period 15 evident from the average inflation rate of
10.6 per cent during the first halt of the "nineties. Although it is difficult to know which of the wrend rates
could be regarded as providing a basis tor expectation formation, a relatively higher level of inflation
rate (say 810 9 per cent) seems 1o have strongly built mnto the intlationary process. In the context of the
recent liberalisation progranune. it is only natural that price adjustments would take pliace, possibly at a
rapid rate. In view of this ‘core” inflavon could be higher than the secular trend rate of inflation.
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Consumer Price Indices

While the WPI reflects price movements in
the wholesale markets, the Consumer Price
Indices (CPl measures) measure price move-
ments of consumer goods in the retail markets.
As procedures of compilation, weighting
diagrams and commodity coverage are not
identical, the inflation rates measured in terms
of WPI and CP] may not be identical. In fact,
the inflation rate measured in terms of CPI for
Industrial Workers was persistently higher than
that measured in terms of WPI during the 19805
(Graph VII-3). During the first three years of
the ‘nineties, both the indices moved in tandeni.
However, during 1993-94 and 1994-95 the rise
in CPI-IW was lower than that of WPl A
detailed month-to-month inflation rate measured
in terms of both the indices since 1991-92 shows
that CPI-IW generally followed the WPl (Graph
Vii-4).

Besides the CPI-IW, two other measures are
used: they relate to urban non-manual employees
and agricultural labourers. The movements in
the three measures are given in Table VII-5.

The spatial distribution of the rise in retail
prices in terms of CPI-IW across the major cities
was uneven. Qut of seventy major centres for
which frequency distribution is made, as many
as 36 centres recorded more than 10 per cent
increase in CPI-IW in 1994-95 as against 10
centres in the previous vear (Table VI-6).

Trends in Administered/Support Prices

During 1994-95, the hikes in administered
prices of crude oil.coal mining, petroleum
products, electricity and fertilizers were
considerably fower than those in the previous
year (Table VII-7). The hike in the prices of
non-ferrous metals was, however. higher in the
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Graph VII-3
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Box VII-2

VII-7

Inflationary Expectations

Economic agents on the basis of their foresight anticipate future rates of inflation, such a phenomenon is
usually referred to as the ‘inflationary expectations’. If the agents have perfect foresight, then the future
inflation rate as anticipated in the current period would be same as the realised inflation rate in the next
period. As the inflationary process is complex and the economic agents may not have perfect foresight,
anticipated inflation rate may not converge with the same on ex post basis, although the exponents of
equilibrivm analysis generally postulate such a possibility. What is however relevant irra macro-perspective
is the mean expectations of all the economic agents concerning the future inflation rates at a particular
point of time, ignoring their heterogeneity across the individuals and/or firms.

There are mainly two hypotheses which explain the process of expectation formation. The most widely
used hypothesis in the [950s and 1960s, which still commands some support, is the adaptive expectations
which are based on the past behaviour of inflation. More precisely, under adaptive expectations, the rate
of inflation expected for the next year can be expressed as a weighted average of all current and past
actual inflation rates, with higher weight being attached to recent rates (Cagan 1956). If expectations are
adaptive, it becomes virtually impossible to differentiate between past inflation and expected intlation.
Hence, the economic agents under adaptive expectations commit systematic expectational errors which
are costly to the agents as they take decisions based on incorrect beliefs about future conditions. Therefore,
the question arises as to whether it is possible to avoid expectational errors which the economic agents
generally seek. Although it is not possible to entirely eliminate the expectational errors, the economic
agents can reduce and possibly eliminate systematic sources of error by appropriate reactions. In other
words, the agents do not make systematic mistakes as they form expectations about the future rates of
inflation based on all the information economically available during the current period. This hypothesis
is known as rational expectations, which was introduced by Muth (1961) and developed by Lucas (1972)
and Sargent (1973) in the macroeconomic context. The basic idea behind rational expectations is that the
agents understand fully well the environment in which they operate and revise thetr expectations based
on all information available from time to time¢. Unlike under adaptive expectations, errors under rational
expectations would be random.

Reference:
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year under review than that in the previous year.
The overall rise in the prices of fuel was held in
check following conscious decision by the
Government not to effect sharp rise in
administered prices.

One of the important elements of the studies
on inflation is that prolonged and relatively high
inflationary pressures would engender
inflationary expectations (Box VII-2), and make
anti-inflationary policy making very difficult.

Measures influencing Prices

The price policy of the Government during
the year 1994-95 was characterised by greater
market orientation and rationalisation of the
price structure. Government policy on the supply
side continued to supplement domestic shortages
through liberal imports. This was facilitated by
removal of taritf/non-tariff restrictions and also
by high foreign exchange reserves. The
Government also made open market sale of
foodgrains from the public stock to moderate
price increases in consumption centres.

The foodgrains stocks with the public sector
agencies were on the higher side, reaching an
all time high of 37.45 million tonne as on June
1, 1995. The support prices of kharif and Rabi
crops were raised in June and November 1994.
As a stabilisation measure, FCI undertook open
market sale of wheat and rice from February
1995. Supply management measures were also
put into effect for pulses and onion in 1994-95.
The Essential Commodities Act was also
extended by five years as a price stabilisation
measure.

Cotton prices continued to demonstrate
seasonality in their behaviour. During April
1994, the Government removed its February
1994 suspension order on cotton exports and
allowed export of raw cotton and cotton wastes.
At the same time, the Government decided to
import cotton to stabilise prices. Supply
management via imports continued throughout

the financial year 1994-95. In order to boost
cotton production, the Ministry of Textiles is
planning to float a subsidiary namely, the Cotton
Corporation of India.

In order to offer coffee at reasonable prices
to consumers, the Union Government started
providing coffee through the public distribution
system in Southern State. The Coffee Board
asked for increasing the free sale quota from 50
per cent of the produce in 1993-94 to 100 per
cent in [994-95 to contain the unprecedented
price rise in Coffee. The Government, however,
allowed 100 per cent free sale quota to small
growers and upto 70 per cent to other remaining
registered coffee growers.

To maintain stability in the prices of edible
oils, the Union Government allowed 1,08,000
metric tonnes of edible oil import through the
State Trading Corporation (STC) for distribution
under PDS. To augment supplies of edible oils
in the domestic market, six varieties of edible
oils, viz., groundnut oil, safflower oil, sunflower
oil, rapeseed oil, soyabean oil and cotton seed
oil were placed under the Open General Licence
(OGL) list from March 1995 and import duty
was reduced from 65 per cent to 30 per cent ad
valorem.

In 1994-95, sugar prices continued to
escalate. The Government started its supply
management through imports via STC, MMTC
as also by FCI. The Government also increased
its free sale quota of sugar and continued to
import sugar under the Open General Licence
(OGL).

To regulate the use of sugar cane, the Gov-
ernment promulgated the Gur Contro! Order in
May 1994 to divert a portion of sugarcane (about
5 per cent) in the production of sugar. In view
of the comfortable position of sugar, the Gur
Control Order was, however, rescinded in
March 1995.

In June 1994, the administered average price
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~f coal was hiked by Rs.20 per tonne. The prices
of coal produced by Singareni Collieries Co.
Lid., (SCCL) was raised by Rs.21 per tonne
(4.36 per cent). Prices of domestic LPG were
hiked by 50 paise per cylinder in June 1995.

The Government continued the ad hoc
subsidy scheme for decontrolled potassic and
phosphatic tertilisers in 1993-94. The subsidy
was released directly by the Agriculture Ministry
to the retailing units effective June 10, 1994.
The Union Govermment also decided to increase
the price of urea by Rs.550 per tonne since June
1994,

In July 1994 the Tata Iron and Steel
Company raiscd the hot-rolled coil prices by
Rs.500 per tonne.

Government has come out with a new drug
policy on September 15, 1994, The major
features of the new drug policy included
reduction in the number of controlled drugs from
[42 to 76; a Rs.4 crore annual turnover limit as
the criteria for including drugs under price
control, and setting up of a National
Pharmaceutical Pricing Authority (NPPA) to
look after the task of price fixation, revision
and related matters.

Bullion Prices
Policy Developments

The liberalisation measures relating to
builion trade taken during the last five years have

brought about stability in domestic prices of

precious metals, by reducing clandestine imports
and supply side constraints.

In August 1994, the Minerals and Metals
Trading Corporation of India and the State Bank
of India were authorised to import gold on
consignment basis and sell to eligible Non-
Resident and returning Indians against payment
in foreign currency. In order o avoid security
hazard, the Government allowed Non-Resident

Indians in September 1994 to purchase gold from
the approved agencies within 15 days of their
arrival in India against payment in foreign
currency. In November 1994, the Government
also decided to sell confiscated contraband gold
biscuits to income tax paying individuals from
the Bombay Customs at one per cent discount
on the previous days’ closing rate at Bombay.
In July 1995, the Government also allowed
exporters of gold and silver jewellery articles
to directly approach nominated agencies for
release of stocks for replenishment. The World
Gold Council, a Geneva based organisation
opened a full fledged office at Bombay in 1994
to offer marketing and technical expertise o
improve the designing of gold jewellery and
Indian gold trade. The Council has plans to
initiate an open ended gold fund with the Unit
Trust of India with fixed returns that should help
deepen the precious metals market. The Kabra
Committee (Chairman : Kamal Nayan Kabra)
appointed by the Government to examine the
feasibitity of introducing torward trading in
some selected commodities including gold and
silver in its report submitted in September 1994
has recommended introduction of forward and
future markets in 17 commodities which include
silver but not gold. The report is under
consideration of the Government.

Price Trends
Gold

In the domestic market, the prices of both
gold and silver firmed up due to strong domestic
demand on account of the present run of good
harvests. Supply of both gold and stlver,
however, remained inadequate relative to
demand, despite several liberalisation measurces
put in place relating to import of precious metals.
The imports ot gold through official channel and
duty collected in foreign exchange rose
considerably during 1994-95 (Table VII-8).

The average price of gold in March 1995 w
Rs 4,661 per 10 grams was higher by 1.4 per
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cent over that of Rs.4,598 in March 1994 (Table
VII-9). On an average basis, for the financial
year as a whole the gold price in the domestic
market rose by 3.0 per cent to Rs.4,667 in 1994-
95 as compared with Rs.4,532 in 1993-94. The
Indian gold market further buoyed up in the first
half of 1995 due to strong seasonal demand.

In the London market, the price of gold per
oz. moved in a narrow range of US $ 370 to US
$ 398 in 1994-95 in contrast to a wide fluctuation
of US $ 337 to US $ 407 in 1993-94. Upward
movements in interest rates in the US during
the year had a dampening effect on the price of
gold in dollar terms in 1994. However, the
weakness of bond markets and rising commodity
prices in late June 1994, and unsettled financial
markets in late September 1994 due to the
worsening of the US trade deficit and the
weakening of the dollar, have imparted an
element of downward inflexibility to gold prices.
As a result, the average price of gold in rupee
terms in March 1995 at Rs.3,888 per 10 grams
was marginally higher by 0.5 per cent over that
of Rs.3,870 in March 1994. On a financial year
average basis, the price of gold in London
market rose modestly by 2.6 per cent to Rs.3,864
in 1994-95 as against a rise of 13.0 per cent to
Rs.3,766 in the previous year. According to the
estimates made by Gold Field Mineral Services,
global gold supply declined by 6.8 per cent (244
tonnes) to 3,319 tonnes in 1994 from 3,563
tonnes in 1993 which could be attributed mainly
to fall in official sales (by 402 tonnes to 86
tonnes) and also partly to fall in the mine output

mainly in South Africa. The demand conditions
remained generally buoyant mainly due to
fabrication demand and bar holding.

The spread in gold prices between Bombay
and London markets, declined significantly from
59.5 per cent in 1990-91 to 20.3 per cent in
1993-94, reflecting the gradual integration of
domestic market with the international ones. In
1994-95, however, the spread had widened,
albeit marginally, to 20.8 per cent over the
previous year.

Silver

The domestic price of silver in March 1995
at Rs.6,189 per kg. was lower by 12.4 per cent
over Rs.7,063 in March 1994 (Table VII-10).
However, on an average basis, the silver price
rose by 5.4 per cent to Rs.6,692 during the same
period. In the New York market, the price of
silver per oz. moved in the range of 436 cents
to 570 cents in 1994-95 as against 383 cents to
576 cents in 1993-94. In rupee terms, the price
of white metal on a financial year average basis
rose by 9.4 per cent to Rs.5,187 in 1994-95 as
against a sharp rise of 26.4 per cent to Rs.4,741
in the previous year. During the first half of
1995, the Indian silver market ruled firm mainly
due to buoyancy in the overseas markets and
also partly due to rise in seasonal demand in the
domestic market. The average spread in silver
prices between Bombay and New York markets
shrank from 33.9 per cent in 1993-94 to 29.0
per cent in 1994-95.
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Table VII-1 : Major Inflation Indicator

VI-11

(Per cent)

Inflation 1993-94 1994-95 April - September
199495 1995.96
1 2 3 4 5
1. WP All commodities
a)} Point-to-Point basis 108 10.4 R4 K.4(P)
b) Average basis 8.3 10.9 10.9 9.0(1)
2. CPI: Industrial Workers
a) Point-to-Point basis 9.9 9.7 6.4 7.5%
b} Average hasis 7.3 10.3 10.6 10.6*
* Up to August 1995,
P: Provisional
Table VII-2: Major Group-wise Inflation Rate*
(Per Ceny)
Commodity 1993-94 1994-95
Group Point-to Average Point-to Average
-Point ~Point
1 2 3 4 5
Primary Articles 1.5 6.9 12.7 12.8
‘Fuel’” Group 13.1 15.5 2.4 6.9
Manufactured Products 9.9 7.8 10.7 10.5
All Commodities 10.8 8.3 10.4 10.8

* Measured in terms of changes in the Index Number of Whalesale Prices.
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Table VII-3 : Weighted Contributions (o Inflation

(Major Group-wise)

(Per centy

Commodity Decadal Last 1993-94 [094.93
Group Avcrage Five
1980-81 Year
o 1989-90 Average
1990 91
o 1994-G5
| 2 3 4 h
Point-to-Paoint basis
Primary - les 34.7 34.0 343 39 0
Fuel Groeup 15.8 12.3 13.6 27
Manutaciured
Products 49.5 53.7 S2.1 57.7
All Commoditics 100.0 100 0 100.0 100.0
Avcerage basis
Primary Articles 33.4 s 27.5 X7
Fuel Group 12.5 12.6 197 7.2
Minufactured
Products 54.1 52.4 5.8 541
All Commodities 100.0 100.0 100.0 100.0
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Table VI1-4 : Frequency Distribution of Annualised
Inflation Rate (Month-wisc)
(No.of wmonthy)

Range of Frequency Distribution of Months

Inflation in —

Per cent Devadal Average Last Five Years™ Average
(1980-81 10 1989-90)) (1990-91 10 1994 Y5)

1 2 3

0-5.0 20 (24.2) nit ()

5.1-7.0 44 (36.7) 3(5.0)

7.1-9.0 33 (27.5) 16 (26.7)

9.1-11.0 R 14 (23.3)

11.1-15.0 20 25 (41.7)

Over 15.0 2017 2(3.3

Note : Figures in brackets represent percentage to the total number of months

Table VII-5 : Consumer Price Indices
(Per Ceny)

Lnd-March Index Percentage Varntons
ltem 1993-94 1994.95 o 1993—‘)-1_ 1994.95

Point Average Point Average

to-Point to-Point
| 2 3 4 S 6 7
CPl-Industrial Workers 267 293 9.9 7.3 9.7 10.3
CPI-Urban Non-Manual Employcees 222 244 ¥.3 6.9 9.9 9.5
CPI-Agniculural Labourers : WA 1300 1.6 3.5 10.6 12.0

Table VII-6: Centre-wise Frequency Distribution of Average Inflation Rate (measured in terms of CPI-IW)

Range of Number of Centres

Inflation S

Rate (%) 1991-92 1992-93 1993-94 1994-95
1 2 3 4 S

2-5 | 7

6-9 3 35 53 34

10-13 32 32 10 3

14-17 32 2 4
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Table VII-7 : Hike in the Administered/Support Prices (Average Basis)

(Per cent)

[tem 1990-91 1993-94 1994-95

1w

1994-95
| 2 3 4
1. Petroleum,crude 7.2 17.5 7.0
& natural gas
2. Coal Mining 9.7 15.0 5.1
3. Petroleum Products 12.7 9.5 5.1
4. Electricity 13.6 27.7 10.8
5. Non-Ferrous Metals 7.1 4.3 10.9
6. Fertilizers 15.1 13.2 7.5
Memo [tem
Inflation Rate
(change in WPI) 10.6 8.3 10.9
Table VII-8 - Imports of Gold through official channel

Year Quantity of Imports Duty Collected

(in tonnes) (Rs. crore)
1. 2. 3.
1992-93 132.35 298.72
1993-94 109.51 241.76
1994-95 186.80 410.98
1995-96 55.38 121.84

(April-June)
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Table VII-9 : Gold Prices in Bombay and London

Vii-

15

(Rs. per 10 grams)

Spread between
Bombay and lLondon

Absolute

Month/Year Bombay London Purccnlugn;
| 2 3 4 b

Monthly Averages
March 1985 2097 1256 841 67.0
March 1990 3317 2170 1147 52.9
March 1991 ' 3521 2256 1265 56.1
March 1992 4248 3179 1069 33.0
March 1993 4094 3344 750 22.4
March 1994 4598 3870 728 18.8
March 1995 4661 3888 773 19.9
Sept. 1995 4777 4082 695 17.0
Financial Year Averages
1985-86 2126 1290 836 64.8
1990-91 3451 2164 1287 59.5
199192 4298 2841 1457 51.3
1992-93 4104 3333 771 231
1993-94 4532 3766 760 20.3
1994-95 4667 3864 803 20.8
Notes @ 1. Based on closing quotation for Bombay Market aund morning fixing for London Market.

2. The conversion factor is 1 OQunce = 0.0311035 Kyg.

3. Since March 1992, the London quotations have been converted at the daily average ol FEDAT's spot buying and selling rate

of US Dollar in Bombay.

Source: 1. Bombay Bullion Association, Bombay.

2. Press Trust of India.
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Table VII-10 : Silver Prices in Bombay and New York

(Rs. per Ky
Month/Year Bombay New York Spread bervson Bombay
covork
Absolute  Percenage
( 2 3 4 5
Monthly Averages
March 1985 3937 2490 1447 381
March 1990 6712 2787 3925 140.8
March 1991 6754 2464 4290 174.1
March 1992 7949 3979 3970 99.%
March 1993 5554 3704 1850 50.0
March 1994 7063 5488 1575 28.7
March 1995 6189 4723 1466 31.0
Sepl. 1995 7188 5777 1411 24.4
Financial Year Averages
1985-86 3918 2396 1522 63.5
1990-9{ 6761 1580 4181 162.1
1991-92 7332 3270 4062 124.2
1992-93 7078 3750 3328 88.8
1993-94 6348 4741 1607 33.9
1994-95 6692 5187 1505 29.0

Notes . 1. Based on closing quotation for Bombay Market and atternoon fixing for New York Market.
2. The conversion factor is | OQunce = 0.0311035 Kg.
3. Since March 1992, the New York quotations have been converted at the daily average of FEDAI's spot buying and selling
rate of US Dollar in Bombay.

Source: 1. Bombay Bullion Association, Bombay
2. Press Trust of India.



CHAPTER VIII

FISCAL DEVELOPMENTS'

This chapter is organised into six sections.
Section I deals with the budgetary developments
of the Central Government. Section 11 discusses
the developments in the finances of State
Governments. Section HI provides an analysis
of the combined budgetary position of the
Central and State Governments. Section [V
covers the finances of Department of Posts and
Department of Telecommunications. The
financial performance of the Railways is
presented in Section V. Section VI discusses the
developments in Public Debt and other liabilities
of the Centre, States and combined Government
position.

I. Budgetary Operations of
the Central Government’

Major Budgetary Developments
during 1994-95

One of the major developments of 1994-95
pertains to the delinking of budget deficit from
automatic monetisation. This was the direct
result of the fundamental reform announced in
the Union budget 1994-95 and the ‘historic’
agreement between the Governmnent and the
Reserve Bank of India effected on September 9.,

1994 o delink ‘the automatic monetisation of

. The cut-off date tor analysis is September 30, 1995.
In respect of State Government tinances, please see
the detailed article on the subject published in the
December 1995 issue of the R.B.1. Bulletin for updated
mformation.

20 A deratled account of the budgetary operations of

the Central Government during 1994-95 (Revised
Estimates) and 1995-96 (Budget Estimates) was
presented 1 oan article on “Finances of the Central
Government @ 1995-96” in the September 1995 issue
of the Reserve Bank of India Bulletin,

3. The word “fortnightly” 15 used in this Report to
refer to a fourteen-day period.

budget deficit’™ by means of «ad fioc Treasais
bills and its gradual phasing out by 199607 (B
VIIL-1). The experience with regard
Government’s resort to ad hoc Treasury bilis
during 1994-95 was very encouraging. In fact,
the Central Government did not take recourse
to ad hoc Treasury bills during the greater part
of the year. At the end of the year, the recourse
to ad hoc Treasury bills was a modest level of
Rs. 1,750 crore as against Rs.6,000 crore
stipulated in the budget (Table VIH-1).
Reflecting this, there was sharp reduction in both
the monetised deficit and conventional budget
deficit in terms of ‘fortnightly” averages® (Tuable
VIil--2 and Graphs VIII-1A and VIII-1B). The
reduction in the average monetised deficit during
1994-95 was unique, in that, for the first time
in almost two decades. the monetary expansion
was not attributable to the monetisation of budget
deficit. This had also provided the Reserve Bank
of India with greater flexibility in monetary
management. The downward movement in
monetised and conventional budget deficit had
also a positive effect on gross fiscal deficit
(GFD) which, as percentage of GDP (nominal),
declined to 6.7 per cent in 1994-95 from 7.7
per cent in the previous year. The decline of
GFD was accompanied by a substantial reduction
in the ratio of net primary deficit to GDP from
3.1 per cent in 1993-94 to 1.8 per cent in
1994-95 (Table VIII-3).

It is not merely the sizeable fiscal deficit
that is a source of concern. It is the persistence
of large revenue deficit that raises tundamental
issues relating to the sustainability of the fiscal
position. The revenue deficit in the revised
estimates at Rs.34,132 crore was higher by 4.3
per cent than the budget estimates of Rs.32,727
crore. At this level, it formed around 3.7 per
cent of GDP as compared with 3.6 per cent in
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Graph VIII-1 A
Centre’s Budget Deficit
1992-93 to 1995-96
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Box VIII-1

Supplemental Agreement between the
Rescrve Bank of India and the Government of India

An agreement made this ninth day of September
1994 between the President of India acting through the
Ministry of Finance, Government of India (hereinafter
referred to as “the Government™) of the one part and
the Reserve bank of India (Bereinafier catled “the
Bank ™) of the other part. -

2. Whereas the erstwhile Secretary of State for India
in Council and the Bank have entered into an agreement
dated fifth day of April 1935 (herein- after referred to
as “the principal agreement™).

3. Whereas under clause 5 of the principal agreement
it 1s provided that the Bank shall not be entitled to any
remuneration for the conduct of ordinary banking
business of the Governor General in Council (now
Government of India) other than such advantage as
may accrue (o 1t trom the holding of his cash balance
free of obligation to pay interest thereon.

4. Whereas it has been further agreed in November
1937 and January 1955 by exchange of letters that the
Government shall maintain with the Bank a cash
balance of not less than Rs.50 crore on Fridays and
Rs.4 crore on other days free of obligation to pay
interest thereon and further whenever the balance in
the account of the Government falls below the minimum
agreed to, the account be replenished by the creation
of ad hoc Treasury Bills in favour of the Bank.

5. Whereas it has been announced by the Union
Finance Minister in his budget speech for financial
year 1994-95 the intention to phase out the Gover-
nment’s acceds to ad hoc Treasury Bills over a period
of three years beginning financial year 1994-95.

6. Whereas it has been agreed between the parties
that the end of the financial year 1994-95, the net issue
of ad hoc Treasury Bills should not exceed Rs.6,000
crore, it has also becn agreed that the net issue of ad
hoc Treasury Bills should not exceed Rs.9,000 crore
for more than ten continuous working days at any time
during the financial year 1994-95. It has further been
agreed that, if the net issue of ad hoc Treasury Bills
exceeds Rs.9,000 crore for more than ten continuous
working days at any time during the year, the Bank
will automatically reduce only the excess beyond the

prescribed level of ad hoc Treasury Bills, by auctioning
Treasury Bills or floatation of Government of India
dated securities. Similar ceilings for the net 1ssue of ad
hoc Treasury Bills will be stipulated for 1995-96 and
1996-97. From 1997-98 the system ot ad hoc Treasury
Bills will be totally discontinued.

7. Whereas it has been agreed between the parties
that a suitable monitoring mechanism would be put in
place by the Bank so as to furnish the Government up-
to-date position about the net issue of ad hoc Treasury
Biils.

8. Whereas the parties have agreed on certain
changes in the matters referred to above, it is now
hereby agreed and declared as follows:

(1) This agreement shall be supplemental to the
principal agreement and the subsequent letters
exchanged and shall come into force with effect from
the date of this agreement.

(2) The Bank would monitor, on a daily basis, the
position in regard to the net issue of ad hocs over the
level at the end of the financial year 1993-94; similar
monitoring will be provided for each of the tinancial
years 1995-96 and 1996-97. The Bank will advise the
Government of the net increase in ad hocs on a daily
basis; and furthermore, the number of consecutive
working days when the net issue of ad hocs exceeds
the limit prescribed in paragraph hereof. Central
Government holidays at New Delhi and bank holidays
at Nagpur will be excluded from the computation of
the number of consecutive working days. On receipt
of the advice, Government could convey to the Bank
its views and instructions in regard to regularisation
or the extent to which the Bank may raise market
borrowing on behalf of Government.

9. In witness whereof Finance Secretary to the
Government of India acting for and on behalf of and
by the order and direction of the President of India
has hereunto set his hand and the common seal of the
Reserve Bank of India has been hereunto affixed in
the presence of its subscribing officials the day and
year first above written.

Signed by the said Shri Montek Singh Ahluwalia, Finance Secretary, Government of Sd.

India for and on behalf of President of India in the presence of Shri N.P.Bagchee.
Additional Secretary (Budget) to the Government of India.

The Common seal of the Reserve Bank of India was atfixed hereto in the presence of

(Montek S.Ahluwalia)
Sd.
(N.P.Bagchee)

Sd.
(C.Rangarajan)

its Governor Dr. C. Rangarajan who has signed in the presence of Shri S.S. Tarapore," Sd.

Deputy Governor of Reserve Bank of India.

(§.S.Tarapore)
Sd.

VIN-3
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Graph VIII-2

Central Government’s Deficit Indicators
( As Per Cent of GDP )

Per Cent
S~

1981-90 (Avg.) 1991-92
1990-91

(] Revenue Deficit

the budget estimates. It is sharply higher than
the average of 1.8 per cent of GDP during the
‘eighties (Graph VIII-2).

The deterioration in revenue deficit, gross
fiscal deficit and net primary deficit in 1994-95
from their budgeted levels was more on account
of expenditure overruns, despite receipts being
higher than the budgeted level. Revenue
expenditure grew by Rs.3,868 crore or 3.1 per
cent from Rs.1,23,948 crore in the budget
estimates to Rs.1,27,816 crore in the revised
estimates*. The increase in revenue expenditure
was largely due to the growth in non-Plan expen-
diture (3.5 per cent), notwithstanding the
reduction in interest payments by Rs.2,000
crore. The excess of non-Plan expenditure
reflected mainly the higher provisions for
subsidies. Total subsidies increased from

4. In this Report, the budgetary position of Government
of India is inclusive of receipts of Commercial
Departments in the Revenue Account.

1993-94 1995-96 (B.13)

1992-93 1994-95 (R 1)
Ycar
- Gross Fiscal Deficit

Net Primary Deficit

Rs.9,725 crore to Rs. 12,810 crore, the highest
increase being in fertilisers from Rs.4,000 crore
to Rs.5,166 crore. In addition to non-Plan
expenditure, there was a step-up in the Plan
component of revenue expenditure, albeit
modestly, by Rs.875 crore.

Capital disbursements comprising capital
outlay and loans and advances by the Centre
exceeded the budget estimates by Rs.6,482 crore
(19.7 per cent). Capital outlay increased by
Rs.1,256 crore (8.9 per cent) to Rs. 15,379 crore
while loans and advances went up by Rs.5,226
crore to Rs.23,991 crore (27.8 per cent). The
relatively large growth in loans and advances
was due to larger release of loans to States and
Union Territories (+Rs. 4,497 crore) against
small savings collections on account of a sudden
spurt in small savings collections to Rs. 14,000
crore as against the budget estimates of Rs.6,000
crore. Small savings would constitute an
‘autonomous liability’ of the Centre, as 75 per
cent of these collections are passed on to States
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and Union Territories as non-Plan loans. In point
of fact, a larger release of loans and advances
against small savings collections was primarily
responsible for gross fiscal deticit exceeding the
budget estimates ot 6.0 per cent of GDP to 6.7
per cent. Accordingly, when adjusted for small
savings loans to States and Union Territory
Governments, the GFD-GDP ratio would work
out to 6.2 per cent as against 6.7 per cent in the
revised estimates.

Budget Estimates : 1995-96

The Central Government budget for
1995-96 proposed to pursue the twin strategy of
accelerating  growth, investment and
modernisation of the economy as also
strengthening of anti-poverty programmes. The
policy stance as reflected in the expenditure
strategy, Central Plan allocations and taxation
measures proposed in the budget, is designed to
achieve these objectives’. Besides, the budget
envisaged to reduce the major deficit indicators
relative to GDP from their levels in 1994-95
for purposes of further strengthening fiscal
correction and consolidation. The GFD-GDP
ratio is budgeted at 5.5 per cent, revenue deficit
at 3.4 per cent, conventional deficit at 0.5 per
cent and net primary deficit at 0.9 per cent of
the GDP (Table VIII-3).

The reduction in fiscal imbalance is sought
through a substantial improvement in receipts
including large mobilization of public sector
disinvestment and a sharp reduction in non-Plan
expenditure. The budgert anticipated growth of
7.2 per cent in receipts and 6.4 per cent in
expenditure. The aggregate receipts have been
placed at Rs.1,72,826 crore and aggregate
dishursements at Rs.1,77,826 crore (Statement
146 of Volume II). Revenue receipts are

5. A detailed account of the major policy
announcements is presented in the article on “Finances
of the Central Government 1995-96” in the September,
1995 issue of RBI Bulletin.

budgeted at Rs.1,06,462 crore showing an
increase of Rs. 12,778 crore (13.6 per cent) over
the year. Tax receipts estimated at Rs.74,374
crore (net of State’s share) indicate a rise of
Rs.9,386 crore (14.4 per cent) and non-tax
receipts at Rs.32,088 crore register an increase
of Rs.3,392 crore (11.8 per cent)[Statement 147,
Volume II}. Almost 73 per cent of the growth
in revenue receipts during 1995-96 would,
therefore, be gained from tax receipts, mainly
on account of the tax reform measures proposed
in the budget. The major taxation measures
announced in the budget, inter alia. include a

reduction in the peak rate of imp.:+ Jduty from
65 per cent to 50 per cent, turther o lactions in
the tax rates of both customs duti. 00 rxeise
duties, extension of Modified Valaw - iood Tax

(MODVAT) Scheme and broadening the base
of direct tax mainly through enlarging the scope
of deduction of tax at source (TDS).

Capital receipts budgeted at Rs.66,364 crore
would be marginally lower (-1.7 per cent) than
Rs.67,502 core in 1994-95, mainly duc to the
shortfall in small savings collections from
abnormally large collections during 1994-95
(Statement 149 of Volume I1). Market
borrowings comprising normal (conventional)
borrowing (Rs.3,700 crore), short term loans
(Rs.4,387 crore) and other medium and long
term loans (Rs. 19,000 crore) would account for
Rs.27,087 crore (net), which is higher by
Rs.7,013 crore than Rs.20,074 crore mobilized
in the previous year(as per RBI Records).
Receipts from disinvestment of the equity
holding of the Public Sector Enterprises is
budgeted at Rs.7,000 crore, an increase of 33.7
per cent over R$.5,237 crore in the revised
gstimates for 1994-95,

The expenditure reduction is essentially with
respect to non-interest non-Plan expenditure
which is budgeted to grow by 3.1 per cent at
Rs. 71,651 crore during 1995-96 as against
Rs.69,511 crore (11.6 per cent) in 1994-95. Ax
a result, its share in GDP is budgeted 1o decline
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to 6.8 per cent from 7.6 per cent (1994-95). In
the revenue account, the cut back in non-interest
non-Plan expenditure is sought to be effected
mainly in subsidies from Rs.12,810 crore to
Rs.12,401 crore (-3.2 per cent) while the other
major components of non-Plan non-interest
expenditures like administrative expenditure,
detfence and non-Plan grants to States and Union
Territories are budgeted to rcgister increases
(Statement 148 of Volume 1II). In the capital
account, the expenditure compression 1s fo be
effected primarily on non-defence capital outlay
from Rs.8,446 crore to Rs.7,245 crore (-14.2
per cent). In effect, given the stickiness of the
revenue expenditure, the moderation of GFD-
GDP ratio (5.5 per cent) during 1995-96 would
be rendered possible by a sharp reduction in
non-defence capital outlay, which is budgeted
at 0.7 per cent of the GDP as against 0.9 per
cent in 1994-95.

Despite the moderation in non-Plan non-
interest expenditures, the budget has maintained
a higher provision for the Central Plan outlay
for 1995-96 and a larger resource transfer to
States and Union Territories. The Central Plan
outlay for 1995-96 is budgeted at Rs.78,849
crore which is Rs.10,533 crore (15.4 per cent)
higher than the revised estimates of 1994-95.
However, in the financing of the Plan, a major
portion of the resource is sought to be met from
internal and extra budgetary resources (IEBR)
of the public sector enterprises, as almost 90
per cent of the increase in Plan outlay would be
met from this source. Accordingly, IEBR would

account for Rs.49,855 crore (63.2 per cent) of

the Plan outlay and the budgetary support would
contribute Rs.28,994 crore (36.8 per cent).
Against this, the respective shares in 1994-95
were 59.1 per cent (Rs.40,382 crore) and 40.9
per cent (Rs.27,934 crore). In line with the
strategy of giving priority to programmes which
directly benefit the poor, the budgetary support
to the Central Plan has concentrated on rural
development, employment, poverty alleviation
programmes and human resource development
sectors.

Gross transfer of resources to the States and
Union Territory Governments, comprising share
in Central taxes, grants and loans is budgeted at
Rs.67,510 crore, an increase of 5.5 per cent
over Rs.64,019 crore in the previous year. Total
grants to States and Union Territories at
Rs.21,841 crore during 1995-96 record a growth
of 6.4 per cent as against a decline of 2.1 per
cent in the previous year. The step-up in States’
share in Central taxes and non-Plan grants would
be due to the implementation of the
recommendations ot the Tenth Finance
Commission®. The higher transfers on account
of shareable tax revenue and grants would,
however, be offset to a considerable extent by a
decline in loans and advances from Centre to
States and Union Territories by Rs.2,374 crore
from Rs.18,655 crore in 1994-95 to Rs.16,281
crore in 1995-96. This shortfall would be mainly
on account of the reduction in non-Plan loans to
States and Union Territories against small
savings collections from Rs.9,649 crore in
1994-95 to Rs.7,000 crore in 1995-96.

II. Budgetary Operations of the
State Governments

Revised Estimates : 1994-95

The revised estimates for 1994-95 reveal that
while the overall deficit of State Governments
was contained within the budgeted level, the
gross fiscal deficit and the revenue deficit
exceeded the budget estimates by 1.0 per cent
and 3.2 per cent, respectively (Table VIli-4).
The increase in the revenue deficit was mainly
on account of the overshooting of non-
developmental expenditure (Rs. 3,766.9 crore
or 8.3 per cent). The pressure on borrowing
requirements stemming trom the higher revenue
deficit and a substantial increase (Rs.1,433.1
crore or 9.7 per cent) in capital outlay, was to a
large extent offset by the growth in loan

6. A Summary of the major recommendations of the
Tenth Finance Commission is set out in Box VIII-2.
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recoveries (Rs.1,740.8 crore or 96.4 per cent).
Conscquently, the GED increased moderately
by R$.295.3 crore (1.0 per cent) to Rs.29,139.8
crore in the revised cstimates.

Gross transter of resources from the Centre,
as obtained trom the State government budget
documents, increased by Rs.1,303.1 crore (2.0
per cent) to Rs.67.015.6 crore in the revised
estimates, essentially due to higher loans from
the Centre (Rs.1.285.7 crore or 6.9 per cent).
Adjusting for repayment of principal and interest
payments, which were lower by Rs.322.8 crore
(-6.6 per cent) and Rs.63.3 crore (-0.6 per cent),
respectively, in the revised estimates, net
transfer of resources at Rs.51,289.9 crore
showed a growth of Rs.1,689.2 crore (or 3.4
per cent) over the budget estimates. Despite the
incrcase, net transfers could finance 35.3
per cent of the States’ net aggregate

disbursements as against the budgeted level of

36.3 per cent.

Budget Estimates :1995-96 - Major
Developments

All the major indicators of deticit show
deterioration (Table VHI-4 and Graph VII-3).
The ratio of revenue deficit ro revenue
expenditure would move up from 5.9 per cent
(Rs.7,712.3 crore) in 1994-95 to 7.1 per cent
(Rs. 10,444 .3 crore) in 1995-96 while that of
overall deficit and GID to their respective
expenditures would increase respectively from
0.1 per cent (Rs.132.2 crore) to 1.5 per cent
{R5.2.633.3 crore) and from 19,1 per cent
(Rs.29,139.8 crore) to 20.0 per cent (Rs.34,217.5
crore). The revenue deficit would increase in
1995-96 due in part to the budgeted rise in
revenue expenditure (Rs.15,891.2 crore or 12.1
per cent) and in part to a decline in States’ non-
tax revenues (Rs.-230.1 crore or -1.1 per cent)
(Statements 164 and 165 of Volume 1I).

Retlecting the increase in the revenue deficit

Graph VIII-3

Key Deficit Indicators of State Governments
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(Rs.2,732.0 crore or 35.4 per cent) and a sharp
rise of Rs.2,172.0 crore (41.7 per cent) in net
lending, the gross fiscal deficit would amount
to Rs.34.217.5 crore, higher by Rs.5,077.7
crore (17.4 per cent) than in the previous year.
The adverse fallout of rising revenue deficits is
reflected in the decline of investment outlays as
indicated by capital outlay-GFD and net lending-
GFD ratios. The financing pattern of GFD
reveals that loans (net) from the Centre would
continue to be the major source despite a decline
in its share to 48.4 per cent of GFD in 1995-96
from 52.4 per cent in 1994-95 and 57.8 per cent,
on an average, during the second half of the
"eighties. The contribution of market loans (net)
and ‘others’ (comprising provident funds,
deposits and advances and reserve funds), on
the other hand, would rise from 17.3 per cent
(1994-95) to 17.8 per cent (1995-96) and from
30.3 per cent to 33.8 per cent, respectively,
(Table VIII-6). Large borrowing requirements
would result in a large volume of outstanding
debt; total outstanding debt is estimated to
increase by 15.2 per cent to Rs.2,12,029 crore
at end-March 1996 accounting for 20.2 per cent
of GDP as compared with 17.6 per cent as at
end-March 1981. Interest payments on
outstanding debt would account for a growing
part of revenue expenditure: from 10.8 per cent,
on an average, during the second half of the
‘eighties to 14.8 per cent (Rs.19,327.8 crore)
in 1994-95 and further to an estimated 15.2 per
cent (Rs.22,304.5 crore) in 1995-96. The
increase in the interest outgo would emanate
trom the cumulative burden of deficits incurred
in the past and the progressive increase in the
coupon rates on State Government paper in
recent years.

Within the revenue expenditure, the non-
developmental component would grow at a faster
rate of 16.9 per cent in 1995-96 than that of 9.3
per cent in the developmental component. The
proportion of the non-developmental component
in revenue expenditure would rise from 37.7
per cent in 1994-95 to 39.3 per cent in 1995-96;
the proportion of developmental expenditure

would correspondingly decline (Statement 105,
Volume I1).

The emerging pattern of expenditure reflects
the adverse implications of large resource gaps
and of the downward stickiness of committed
expenditure (e.g. interest payments, wages and
salaries, pensions, etc.) on current develop-
mental as well as investment outlays. The share
of the developmental component in aggregate
disbursements which was placed at 70.3 per cent,
on an average, during the second half of the
‘eighties declined to 64.7 per cent in 1994-95
and further to an estimated 62.9 per cent in 1995-
96 with a corresponding increase in that of non-
developmental component from 28.2 per cent
to 31.3 per cent and to 33.1 per cent over the
same period (Table VIII-5).

Gross transfers from the Centre, as obtained
from State Government budget documents, are
placed at Rs.74,636.5 crore in 1995-96
reflecting a growth of 11.4 per cent as against
15.6 per cent in 1994-95; the deceleration in
gross transfers would be mainly on account of
loans from the Centre’. It may be mentioned
that 1995-96 is the first year of the award period
(1995-96 to 1999-2000) covered by the Tenth
Finance Commission (TFC) (Box VIII-2). Based
on the recommendations of the TFC, the tlow
of funds from the Centre to States is estimated
at Rs.35,055 crore in 1995-96, substantially
higher (22 per cent) than that in 1994-95
(Rs.28,832 crore). A predominant portion of
the increase in devolution and transfers over the
period covered by the Commission is on account
of the devolution of the States’ share of Central
tax revenue. Adjusting for debt servicing in
1995-96, the net transfer of resources would
decelerate sharply to 11.1 per cent tfrom 17.7
per cent in 1994-95; the proportion of net ag-
gregate disbursements (i.e. aggregate
disbursements less debt servicing to Centre)
financed by net transfers would be placed

7. These data differ from those given in the Union
budget, 1995-96.
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Box VIII-2

VII-9

Major Recommendations of the Tenth
Finance Commission

The Tenth Finance Commission (TEFC) constituted on June 15, 1992 with Shrt Krishna Chandra Pant as

the Chairman submitted its report to the President on November 26, 1994, In pursuance ol Article 281 of

the Constitution, the Report along with the action tiken by the Government on the recommendations was
presented to the Parliament on March 14, 1995,

The major recommendations of the TUC are set out below:

1. The Report has recommended that 77.5 per cent of the net proceeds of taxes on income as against the
existing 85 per cent should be assigned to the States in cach financial year during 1995-2000. This
excludes a sum equal to 0,927 per cent of net distributable proceeds ot income tax which would be
attributable to Union Territories.

2. The States’ share in the net proceeds of shareable Union Excise Duties shall be 47.5 per cent (as
against the existing 45 per cent) which shall be distributed among the States on the basis of the percentage
shares preseribed by the Commission in each of the five years 1995-96 to 1999-2000.

3. Out of the net proceeds of Additional Duties of xcise, a sum equal to 2.203 per cent be retained by
the Central Government as attributable to Union Territories and the balance be distributed amongst
States.

4. The guantum of the grant in lieu of the Railway Passenger Fares Tax for 1995-2000 should be Rs.380
crore annually,

5. A total sum of Rs.2,608.50 crore as grants tor upgradation and special problems for the period 1995-
2000 has been recommended by TEC.

6. Devolution: An Alternative Scheme : Having regard to the share ol States in income tax, Union
excise duties, and grants-in-lieu of tax on railway passenger fare in total Central tax revenues (including
additional excise duties), and the recommended inclusion of some taxes under Article 269 in the Central
pool, TFC recommended that the share of States in the gross receipts of Central taxes shall be 26 per
cent. The tax rental arrangement should be terminated, and additional excise duties merged with basic
excise duties. These three commodities should not be subject to State sales tax. Having done so, a further

share of three per cent is recommended in the gross tax receipts of the Centre for the States in licu of

additional excise dunies. These shares of 26 and 3 per cent, respectively, should be suitably provided for
in the Constitution and reviewed once in 15 years.

According to the Report, there is some advantage in retaining a system such as in Article 268, where a
tax is levied by the Union Government but collected and retained by the States, in the interest of uniformity
of rates. Since Central sales tax, already being levied, and consignment tax, it and when levied arce
similar to the taxes under Article 268, the TEC has decided o keep them out of the pool of Central taxes.
Al other taxes in Article 269 shall form part of the Central pool.

The Centre should continue to have the power to levy surcharges tor the purposes of the Union and these
should be excluded from the sharing arrangements with the States.

The TEC recommended that the alternative scheme of resource sharing suggested by it may be brought
o torce with effect from April 1, 1996 atter necessary amendments to the Constitution. This should not
aftect the inter-se shares and grants recommended by the THC,
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marginally higher at 35.5 per cent in 1995-96
as compared with 35.3 per cent in the previous
year but below that of 39.0 per cent, on an
average. during the second half of the “eighties.

State-wise Position

Ten State Governments®* have proposed
additional resource mobilisation (ARM) in 1995-
96 as compared with fifteen in 1994-95; the
estimatcd ARM amount would be lower al
Rs.966.3 crore as compared with Rs.1,385.8
crore in the previous year. Taking into account
the ARM, the number of States with revenuc
deficit and overall (conventional) deficit in 1995-
96 would be fifteen and scventeen, respectively.
Four States, namely, Uttar Pradesh (Rs.3,129.1
crore), West Bengal (Rs.1,523.1 crore),
Maharashtra (Rs. 1.377.6 crore) and Tamil
Nadu (Rs.1,075.5 crore) would account for
nearly 70.0 per cent of all-States’ revenue deficit
while Uttar Pradesh (Rs.1,230.5 crore) alone
would explain 46.7 per cent of all-States” overall
deficit (Statements 168, 170 and 171 of Volume
II). As compared with all-States GFD-
disbursements ratio of 20.0 per cent during
1995-96, State-wise ratios would range between
[.7 per cent (Manipur) and 27.8 per cent (West
Bengal) with eleven States including, Uttar
Pradesh (26.4 per cent), Rajasthan (26.3 per
cent), Orissa (25.9 per cent and NCT Delhi (23.7
per cent), exceeding all-States average
(Statement 172 of Volume I1). The proportion
of borrowings pre-empted by current
expenditure, as measured by the revenue deficit-
GFD ratio, for Orissa (61.1 per cent) would be
more than double of all-States average (30.5 per
cent); other States with this ratio above the all-
States average are Uttar Pradesh (58.6 per cent),
'West Bengal (51.7 per cent), Tamil Nadu (47.5
per cent), Kerala (51.4 per cent), Maharashtra

8. These are Karnataka (Rs. 244.9 crore), Andhra
Pradesh (Rs. 211.0 crore), Kerala (Rs. 200.0 crore),
IMadhya Pradesh (Rs. 142.0 crore), Maharashtra (Rs.
98.0 crore), West Bengal (Rs. 30.0 crore), Gujarat
(Rs. 18.0 crore), Goa (Rs. 14.9 crore), Sikkim (Rs.
5.5 crore) and Meghalaya (Rs 2.0 crore).

(35.0 per cent), Punjab (34.9 per cent),
Himachal Pradesh (32.5 per cenr) and Rajasthan
(32.3 per cent).

The ratio of developmental expenditure to
aggregate disburseinents in [995-96 would range
between 37.9 per cent (Punjab) and 79.0 per
cent {Arunachal Pradesh) as against the all-States
average of 62.9 per cent; States, other than
Punjab, with proportions below the all-States
average are: Sikkim (42.5 per cent), Haryana
(51.6 per cent), Uttar Pradesh (52.8 per cent),
Bihar and Nagaland (both 59.9 per cent) and
Jammu and Kashmir (62.2 per cent) (Statement
169 of Volume II).

Ways and Means Advances and
Overdrafts of State Governments

In 1994-95, five State Governments could
not clear their overdrafts on eight different
occasions, within the stipulated time frame of
ten consecutive working days. The Reserve Bank
had therefore stopped payment on their behalf.

During 1995-96 so tar (upto September 30,
1995), although a few State Governments
resorted to overdrafts, they could clear these
within the stipulated time frame.

11I. Combined Budgetary Opcrations
of the Centre and States

The combined gross fiscal deficit of the
Central and State Governments has increased to
Rs.76,427 crore, constituting 8.4 per cent of
the GDP during 1994-95 (Revised Estimates)
as against the budget estimates of Rs.74,478
crore (8.1 per cent of GDP). The revenue deficit
has risen from 40,199 crore (4.4 per cent of
GDP) in the budget estimates to Rs.41,844 crore
(4.6 per cent) in the revised estimates and the
net primary deficit increased by Rs.5,002 crore
to Rs. 25,794 crore and constituted 2.8 per cent
of the GDP (Table VIII-7). The deterioration in
the combined budgetary position reflected the
outcome of expenditure overrun. The combined
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apgregate disbursements in the revised estimates
for 1994-95 at Rs.2,74,165 crore were higher
by Rs.12,937 crore (5.0 per cent) than
Rs.2.61,228 crore in the budget estimates (State-
ment 173 of Volume I1).

The budget for 1995-96 aimed at considerable
reduction in the combined deficit indicators of the
Central and State Governments. The gross tiscal
deficit (combined) as a percentage to GDP s
budgeted at 7.7 per cent as compared to 8.4 per
cent during 1994-95. The moderation in GFD
would, however, be essentially on account of
expenditure reduction in view of the limited
revenue buoyancy. The total expenditures at
Rs.3,00,458 crore are budgeted to grow at 9.6
per cent during 1995-96 as against 17.8 per cent
in 1994-95; at this level, the aggregate expenditure
constitutes 28.7 per cent of GDP as against 30.1
per cent in 1994-95 and about 32 per cent, on an
average, during the latter half of the “eighties. On
the contrary, receipts are budgeted to register a
lower growth at 9.2 per cent during 1995-96 as
compared to 21.2 per cent in the previous year
essentially due to the deceleration in the growth
of combined tax receipts to 14.5 per cent from
that of 18.0 per cent in 1994-95 (Statement 174 of
Volume [I).

The combined revenue deficit budgeted at
4.4 per cent of GDP during 1995-96 accounts
for about 56.9 per cent of the total borrowings
requirements (GFD). A sizeable reduction in
GEFD-GDP ratio during 1995-96 has, however,
been eftected mainly by the Centre, with
GFD-GDP ratio of the combined State Govern-
ments stagnating at around 3 per cent. The
expenditure reduction for reducing gross fiscal
deficit would be mainly on account of pruning
of developmental components, in view of the
downward inflexibility of non-developmental
expenditures. [t may be noted that there would
be sharp increase in the obligatory expenditures
like interest payments, defence, non-Plan grants
and  other current expenditures like
adrainistrative expenditure and pensions. The

ratio of combined interest paynients to combined
revenue receipts mcreased from [ per cent in
the latter half of the “cighties to 29.3 per cent
in 1995-96. There has been a steady
deterioration in the share of developmental
expenditure in the aggregate expenditure to 53.4
per cent in 1995-96 from 57 per cent during
the period 1991-92 10 1994-95 and 63.3 per cent
i the “eighties (Statements 174 and 176 of
Volume 11). However, it is necessary to
recognise that the budgetary allocations in social
sector expenditure comprising mainly of social
services, rural development and food subsidy
have not been allowed to sutter (Table VI-9).

IV. Finances of Department of Posts and the
Department of Telecommunications

Department of Posts

In 1994-95, the Department of Posts showed,
as per the revised estimates., a deticit of Rs.331.1
crore as compared with a deficit of Rs. 1461
crore in the budget estimates. The budget for
1995-96 placed the deficit at Rs.304.1 crore.
The revenue receipts during 1994-95 were
placed at Rs.1,185.0 crore as against Rs. 1,170.0
crore in the budget estimates showing a marginal
increase of 1.3 per cent. The revenue receipts
are budgeted lower at Rs. 1,315.0 crore in budget
estimates for 1995-96. The working expenses
at Rs.2,097.1 crore in 1994-95 witessed an
increase of 6.2 per cent over the budget
estimates. During 1995-96, the working expen-
ditures are budgeted liigher at Rs.2,236. 1 crore
because of provisions for credit to working
expenses. As a result of higher working expenses
during 1994-95, the Department could not pay
dividend to General Revenues nor could it make
any contribution to capital expenditure. The
details of financial posttion are set out in
Statement 178 of Volume II of the Report.

The tinances of the Department of Posts have
been showing a continuous deterioration since
1986-87, mainly on account of two factors; (a)
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a sharp nise in working expenses and (b) an
under-pricing ot various services oftered by the
Department. The extent of subsidy on services
ranges from 20 per cent to 90 per cent.
Elimination of subsidy on a few items, viz..
parcels and registered letters, and a reduction
in subsidy on a few other services together with
an improvement in the etficicncy of some
services would help eliminate the postal deficit.

Department of Telecommunications

The Department has been continuously
generating surpluses. The surplus generated in
the revised estimate for 1994-95 amounted to
Rs.3,305.0 crore as compared with Rs.2,126.5
crore in 1993-94; this is budgeted to increase to
Rs.3,867.0 crore during 1995-96. During 1994-
95, revenue receipts were placed, as per revised
estimates, at Rs.7,698.0 crore and working
expenses at Rs.4,617.7 crore as against budget
estimates of Rs.8,152.0 crore and Rs.4,967.0
crore, respectively. The budget estimates for
1995-96 placed revenue receipts at Rs.8,876.0
crore and working expenses at Rs.5,291.0 crore.
The dividend to general revenue was marginally
higher at Rs.269.2 crore against budget estimates
of Rs.263.4 crore. The surplus of Rs.3,305.0
crore in 1994-95 was utilised to make
appropriation to both Revenue Reserve Fund and
Capital Reserve Fund of Rs.63.9 crore and
Rs.3,241.1 crore, respectively. The details of
financtal working are set out in Statement 180
of Volume Il of the Report.

In consonance with the targets set in the
Eighth Five Year Plan, expansion of supply of
value added services with the participation of
private sector was taken up. The National
Telecom Policy, with the aim of providing by
1997 telephones on demand, was announced in
May, 1994. To achieve the targets set out in the
new policy, basic services have been thrown
open to the private sector. The policy envisages
foreign equity participation in Indian companies
providing basic services and manufacturing
telecom equipments.

V. Railway Finances’

The net financial results of the Railways in
the revised estimates tor 1994-95 showed a
surplus of Rs.1,870.0 crore, as against
Rs.1,806.0 crore in 1993-94 (Statement 183 of
Vol. II). Out of the total surplus of Rs.1.870.0
crore, Rs.1,575.0 crore were transferred to
Capital Fund and Rs.295.0 crore to
Development Fund as against a provision of
Rs.1,680.0 crore and Rs.290.0 crore,
respectively, in the budget estimates.

According to the revised estimates for
1994-95, the gross traffic receipts at
Rs.19,920.0 crore showed a decline of Rs.474.0
crore or 2.3 per cent over the budget estimates.
The decline was mainly due to fall in goods
earnings. However, the receipts from passenger
traffic at Rs.5,410.0 crore were higher by
Rs.272.0 crore or 5.3 per cent than the budget
estimates. The total working expenses at
Rs.16.940.0 crore in the revised estimates for
1994-95 registered a decline of Rs.367.0 crore
or 2.1 per cent as compared with the budget
estimates of Rs.17,307.0 crore. During the year
under review, the Railways incurred losses on
account of social obligations amounting to
Rs.2,321.3 crore as against Rs.1,926.4 crore
in 1993-94. The improvements in the net
financial results of the Railways in 1994-95 were
reflected in a lower operating ratio, albeit
marginally at 84.9 per cent as compared with
85.4 per cent in the budget estimates.

At the existing rates of fare and freight, the
Railway budget for 1995-96 envisages a surplus
of Rs.1,305.0 crore. After taking into account
the additional resources mobilised by way of
revision in fare and freight amounting to
Rs.750.0 crore, the Railway budget would show
a surplus of Rs.2,055.0 crore. The gross traffic
receipts (after taking into account the additional

9. See July 1995 issue of RBI Bulletin for a detailed
discussion on Railway Finances, 1995-96.
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resource mobihisation of Rs.750.0 crore) are
budgeted at Rs. 21,9550 crore, showing an
increase of 10.2 per cent over 1994-95 (revised
csumates). The totad working expenses hudgeted
at Rs.18.760.0 crore, would record an increase
of 10.7 per cent over the revised estutes for
1994-95.

V1. Public Debt and Other Liabilities

Total outstanding domestic liabilities of the
Government Scctor (Centre and States
combined) were 61 per cent of GDP in 1994-95
as against 62 per cent in 1993-94. The budget
estimates for 1995-96 placed domestic debt-GDP
ratio lower at 60 per cent. This ratio was,
however, about 51 per cent in 1985-86. The
persistent rise of the overall borrowing re-
guirements (GFD) of the Central and State
Governments together have led to large
accumulation of (combined) domestic debt.

Central Government

The aggregate outstanding liabilities of the
Central Government at 59.5 per cent of GDP n
1994-95 were higher than the budget estimates
of 58.2 per cent. This ratio was higher at 60.8
per cent in 1993-94. The Budget for 1995-96
placed the aggregate liabilities at 57.3 per cent
of GDP almost the same as the average for the
second half of the “eighties. The reduction in
the debt-GDP ratio was on account of the efforts
of the Central Government to scale down GFD-
GDP ratio to 5.5 per cent in 1995-96 from 8.2

per cent, on an average, during the second half

of the “eighties.

The outstanding internal debt'" at end-March
1995 accounted for 56.0 per cent of outstanding
domestic liabilities as against 57.0 per cent at
end-March 1994 (Statement 186 of Vol. 1D, It

10, Internal debr comprises market loans, special
bearer bonds, Treasury bills, compensation and other
bonds, special securities issued to RBI and international
financial institutions, and Gold bouds.

is budgeted to increase 1o 56.4 per cent at end-
March {990, However, internal debt accounted
for 50.7 per cent of aggregate outstanding
labilities at end-March 1995 as against 51.4 per
cent at end-March 1994 and it is budeeted
51.2 per cent at end-March 1996 (Statement 153
of Volume [I). The decline in internal debt
during 1994-95 was on account of shortfall in
market loans which formed the largest share in
internal debt. Consequent upon the introduction
ot the auction system for the Central
Government sccurities, the share of market foans
in aggregate domestic liabilities has increased
to 26.8 per cent in 1994-95 from 25.7 per cent
in 1993-94 and is budgeted still higher at 28.2
per cent in 1995-96. Other liabilities' accounted
for 44.1 per cent of outstanding domestic labili-
ties in 1994-95 and it is budgeted at 43.7 per
cent in 1995-96. However, other liabilities
accounted for 40.0 per cent of aggregate
outstanding liabilities in 1994-95 and are
budgeted at 39.7 per cent in 1995-96. As a result
of shift over policy 1o move to borrowings at
market related rates, there has been a change in
the composition of debt in favour of marketable
debt.

Market Borrowings

During 1994-95, according to the Reserve
Bank Records, aggregate market borrowings
of the Central Government amounted to
Rs.38,108 crore (gross) and Rs.20,074 crore
(net) (Table VIII-10). The net market
borrowings comprised normal market
borrowings of Rs.3,700 crore, other medium
and long-term borrowings of Rs. 16,597 crore
and a net repayment ot Rs.223 crore of 364
day Treasury bills. The shortfall from the
budget estimates of Rs.26,700 crore (net) was
thus mainly on account of 364-day Treasury
bills which showed a decline of Rs.223 crore
as against the budgeted amount of Rs. 12,000
crore. The budget estimates for 1995-96

I't. Comprises small savings, provident funds and other
accounts and reserve funds and deposits.
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placed aggregate gross market borrowings at
Rs.40,806 crore and net at Rs.27,087 crore.
As at end-September 1995, the Central
Government mobilised gross amount of
Rs.22.032 crore and net Rs. 12,411 crore.

During 1994-95, the interest rates on
conventional and non-conventional market
borrowings ranged between i1.00 per cent and
12.71 per cent for a maiurity of 3 to 10 years
with a weighted average of 11.90 per cent; the
comparable interest rates ranged between 12.00
per cent and 13.40 per cent for a maturity of 2
to 10 years for 1993-94 with the weighted
average of 12.63 per cent. The experience in
relation to market borrowings during 1995-96
(upto September 1995) shows hardening of
interest rates in the range of 13.25 per cent and
14.00 per cent for a maturity of 2 to 10 years.
(Table VIII-12).

State Governments

Outstanding liabilities of State Governments
are budgeted at 20.4 per cent of GDP at end-
March 1996, the same as at end-March 1995.
and at end-March 1994. On an average the debt
GDP ratio was19.4 per cent during the "eighties.
Although the debt-GDP ratio has stagnated at a
level around 20.0 per cent since 1991-92, the
magnitude of debt has increased substantially
from Rs.1,26,338 crore in 1991-92 to Rs.2,13,443
crore in 1995-96 (Statement 185 of Volume II).

The composition of States’ outstanding
liabilities indicate that loans and advances from
the Centre would be 62.7 per cent of outstanding
liabilities of States in 1995-96. This ratio would
be marginally lower than that of 1994-95.
Provident funds over the years have become an
important component of State debt. The budget
estimates for 1995-96 placed provident funds at
.7.2 per cent of total liabilities of State
Governments. However, the share of provident
funds in total liabilities has remained constant
at around 17.0 per cent since 1993-94 (Statement
188 of Volume II).

The share of market loans in outstanding
liabilities would rise to 17.4 per cent in
1995-96 as against 16.8 per cent in 1994-95 and
14.2 per cent in 1990-91.

One of the important features of the
1994-95 borrowing programme of State
Governments was the merger of market
borrowings of State bodies with their respective
State Governments. During 1994-95, 25 State
Governments mobilised a net amount of
Rs.5,123 crore as against Rs.3,638 crore in
1993-94. The budget estimates for 1995-96
placed gross market borrowings at Rs.6,275
crore and net Rs.5,932 crore. As at end-Septem-
ber 1995, State Governments mobilised
Rs.2,955 crore in one tranche. The net market
borrowings of the institutions sponsored by State
Governments (SFCs and SLLDBs) are placed at
Rs.350 crore in 1995-96 as against Rs.346 crore
in 1994-95 (Tables VIII-10 and VIII-11).

The State Government loans were issued for
a maturity period of 10 years and carried a fixed
coupon rate of 12.50 per cent in 1994-95 which
was lower than the coupon rates of 13.50 per
cent for similar maturities in 1993-94. However,
in the first tranche floated on May 22, 1995 the
coupon rate for similar maturities was raised to
14.00 per cent.

Ownership and Maturity Pattern

The ownership pattern of Government
securities (of both the Central and State
Governments) continued to be skewed in tavour
of the captive investors, notwithstanding the
expansion of the investor base. Besides banks
and insurance companies, other institutions have
invested in Government securities (Table A and
Graph VIII-4). Significantly enough, there was
a sharp decline in the share of Reserve Bank of
India. There was some improvement in the share
of the non-captive investors, even though their
presence in the Government securities market
was limited. Commercial banks absorbed a large
amount of Government securities. Accordingly,
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Graph VIII-4
Investment in Central and State Govt. securities
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their share in outstanding Government securities
increased from 59.4 per cent at end-March 1991
to 72.4 per cent at end-March 1994,

Table A : Investments in Central and State
Government Securities
( per cent)

Subscnibers 1991 1992 1993 1994
1 2 3 4 S
RBI 20.3 17.9 8.2 2.4
Commercial Banks 59.4 63.7 00.4 72.4
[..1.C. 12.3 13.3 14.7 15.7
Provident Funds 1.7 1.5 1.5 1.1
Others 6.3 3.6 9.2 8.4
Total 100.0 100.0 100.0 100.0

The maturity period of new issues of

Government of India securities has been

(24%) RBIL
(%.4%) Others

(1.1%) Provident Funds

(U87%) 1.1C

[ 3 Comm. hauks e

shortened in recent years and since 1992-93,
the Central Government has not floated any loan
beyond a maturity period of 10 years. There
has been a significant shift in the maturity
structure of debt in favour of medium and short-
term securities between 1993 and 1995 (Table
B).

Table B: Maturity-wise percentage distribution of
Government of India Rupee loan outstanding
(per cent)

End of Total Over 10 Between 5 and Under
March years 10 years S yeuars
1 2 3 1 S
1991 10600 85 8 5.6 8.0
1992 100.00 75.8 16.% 7.4
1993 100.00 77.8 14.} 8.1
1994 100.00 57.4 27.7 149

1995 100.00 49.2 33.5 17.3
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While the GFD-GDP ratio has shown some
moderation during the reform period, gross
borrowings by the Central Government in
absolute terms, has shown persistent growth
from Rs.8,919 crore (Rs.7,501 crore net) during
1991-92 to Rs. 38,108 crore (Rs.20,074 crore
net) during 1994-95 and estimated at Rs. 40,806
crore (Rs.27 087 crore net) during [995-96. T'he
accumulation of domestic debt at the current rate
would have serious implications for the finances
of Central and State Governments in terms of
higher interest payments and amortisation of
debt. The move towards market related rates of
interest on public borrowings along with
reduction in SLR and setting up of limits to
access to ad hoc Treasury bills has changed the
profile of public debt to one of marketable debt.
With steep humps in the projected repayment
schedule, there would arisc compulsions, in the
event of inadequate resource mobilisation
through tax and other non-inflationary sources.
to go in for larger amount of gross borrowings.
As humps in repayment are particularly sharp
in the next ten years, redemption of debt may
be addressed by establishing a consolidated
sinking fund.

The Analytical Issues

The fiscal corrections undertaken by the
Central Government since July 1991 have
achieved reasonable success in reducing the
gross fiscal deficit and primary deficit trom their
peak levels of 1990-91. The gross fiscal deficit
and net primary deficit relative to GDP averaged
6.5 per cent and 2 per cent during the four years
of reform (1991-95) as against 8.2 per cent and
3.8 per cent, respectively, during the second
half of the *eighties. The policy stance has been
encouraging in that the Central Government has
agreed to progressively delink budget deficit
from automatic monetisation by signing an
agreement with the Reserve Bank of India on
September 9, 1994 thus creating a landmark in
the history of Indian monetary and fiscal
management. The performance in respect of

delinking budget deficit from automatic
monetisation during 1994-95 was commendable
since the Government abstained (rom borrowing
from the Reserve Bank for most part of the vear,
and effected a sharp reducnion in monetised
deficit and conventional budget deficit. The
process of fiscal adjustment continued 1o be a
major agenda in the budger for 1995-96 which
not only seeks to consolidate the gains from the
tiscal corrections during the last four years of
reform but also integrates it with the objectives
of growth and poverty alleviation.

Notwithstanding these positive develop-
ments. there are concerns about the quality of
fiscal adjustment and sustainability of the fiscal
position. One of the most disturbing aspects is
the persistence of large revenue deficit
emanating from unabated growth in revenue
expenditure, particularly interest payments
coupled with relatively stuggish revenue
performance. The surge in revenue deficit has
not only contributed to increasingly larger
growth in gross fiscal deficit in the "nineties but
also significantly changed the composition of
the gross fiscal deficit. During 1995-96 as much
as 62 per cent of the borrowings (GIFD) is
budgeted to finance the revenue deficit, while
this ratio averaged litde over 50 per cent during
the first four years of fiscal adjustment and 32
per cent during the second half of the “eighties.
The larger recourse to borrowings by the
Government at higher interest rates resulted in
increased pressure on interest payments, which
account for as much as 52 per cent of the revenue
receipts in 1995-96 as against 30 per cent during
the latter half of the “eighties (Graph VIII-5).
This has had its advarse eftect on the availability
of resources for productive investment, and
disturbed the asset-liability position of the Central
Government. The net liabilitics (i.e. liabilities
minus asscts) of the Central Government relative
to GDP, on book value basis, are estimated to
have gone up, substantially from an average of
9.3 per cent during the second halt of the “cighties

to 19.8 per cent in 1994-95 and turther to 20.6

per cent in 1995-96.
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Graph VII-5
Interest Payments as per centage of Revenue Receipts
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A visible impact of moderation of GFD and
NPD was felt mainly on expenditure
compression, with the burden placed mainly on
capital expenditure. Capital expenditure relative
to GDP declined from an average level of 6.4
per cent during the second half of the "eightics
to around 4.4 per cent, on an average, during
the period. 1991-95. The rate of growth in
capital expenditure showed steady decline during
the "nineties from the position obtained in the
second half of the ’cighties. The reduction in
capital expenditure has been effected essentially
on non-defence capital outlay which as a
proportion to GDP declined to less than | per
cent, on an average, during 1991-95 from 2 per
cent in the latter halt of the “eighties.

The issue ot sustainability of fiscal position
i related to the likely outturn in the medium-
term which needs to take into account interest
payments in consonance with the desirable level
of fiscal deficit relative to GDP. To meet the

debt service interest payment obligations, it
would be necessary to generate net primary
surplus, especially on the revenue account. The
Government has been successful in generating
a primary revenue surplus (revenue deficit minus
interest payments); during the years 1991-95 this
surplus relative to GDP stood at 1.3 per cent as
against 0.8 per cent during the latter half of the
“eighties but this has not been adequate to meet
the interest obligations. The primary revenue
surplus. on an average, could only finance 28
per cent of the total interest obligations during
1991-95 as against 23 per cent during the second
half of the ’eighties.

The budgetary operations of State
Governments also show a persistence of large
revenue deficits. The compulsions of financing
the uncovered revenue gap through high cost
borrowing would lead to a high interest burden
which in turn fuels the revenue deficit. Given
the constraints on borrowings, the need to
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maintain to the best possible extent, the level of
resources for financing consumption expenditure
in real terms would imply cut backs in
investment outlays. In the context of the resource
gaps, the downward rigidities in committed
expenditures (viz, interest payments and wages
and salaries) would imply cuts in the

maintenance expenditure in the revenue budget
which leads to a deterioration in the quality of
the existing infrastructure. Moreover, resource
mobilisation at progressively increasing costs
(interest rate) coupled with nil or low rates of
return on the use of funds, exacerbate the strain
on an already fragile fiscal position.
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Table VIII-1 : Fortnightly Levels of Net Issue of Ad hoc
91-Day Treasury Bills (Face Value) @
(Rs.crore)

Net Issue of Ad hocs (April-September)

Period
1995-96 1994-95

1 2 3 4
Fortnightly Actuals Date $

1 14-4-95 7.065 425
2 28-4-95 9,250 ~2,820)
3 12-5-95 12,025 -1.365
4 26-5-95 12,160 -3,140
5 9-6-95 12,225 -1.550
6 23-6-95 9,660 -2,700
7 7-7-95 16,660 260)
] 21-7-95 17,835 -995
9 4-8-95 15,445 -605
10 18-8-95 10.400 -5.308
11 1-9-95 10.280 -6,490
12 15-9-95 10,055 -9.380
13 29-9-95 6,440 -11,535
14 13-10-95 -8,205
15 27-10-95 -7.050
16 10-11-95 -5.350
17 24-11-95 -5,015
18 8-12-95 -2.205
19 22-12-95 -8.255
20 5-1-96 -3.115
21 19-1-96 -3,445
22 2-2-96 -1,575
23 16-2-96 ~1,790
24 1-3-96 -140
25 15-3-96 1.880
20 29-3-96
27 31-3-96 1,750
Quarterly Averages
First Quarter (April-June) 10,398 -1.593
Second Quarter (July-Sept.) 12.445 -4.804
Third Quarter (Oct-Dec.) -6.013
Fourth Quarter (Jan-March) -919
Fiscal Year Average -3.249

@ : Based on RBI records.
$ : The relevant dates of fortnights for 1995-96 have been specitied; the data for 1994-9S pertain to corresponding fortnights.
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Table VIII-2 : Fortnightly Levels of the Centre’s Budget Deficit
and Net RBI Credit to Central Government@
(Rs.crore)
Centre’s Budget Deficit Net RBI Credit to Centre
Period
1995-96 1994-95 199394  1992-93 199596 1994-95 1993-94 1992-93
l 2 3 4 5 0 7 8 9 10
Sheet Bstiindes 5,000 6.000 4314 5,389 4,314 5.389
Ptoht Actuals Date $
i 1-4-94 940 887 4,774 945 2,413 3.847
g 15-4-94 7,764 -1,115 4,057 6.115 10,323 2,873 9.476 6,522
K 29494 8,708 -1.890 8,180 6,604 10,749 -795 12,101 5.219
] [3-5-94 11.572 1,222 11,964 8,928 12,583 1,529 13.694 7.218
A 27594 12,946 118 13.046 10,414 11,536 1.504 13,726 7.98S
10-6-04 14,637 1,847 16,201 10,854 15,115 1.515 10,064 7.192
24094 13,394 987 16,053 8,880 12,998 1,707 9,201 3912
K 8-7-94 18,953 4.206 20,718 14,102 20,582 5,278 18,889 9.193
Q 22.7-94 21,633 2,130 20,750 14,949 21,078 3,788 16,498 8,113
] 5-%-94 21,786 -39 21.727 13,935 18,478 1,036 16,444 7.872
il 19-8-94 17,890 -4,978 21,065 11,792 14,254 -3,760 16,245 5.657
12 2-9-94 16,198 -4.812 19,461 13,007 13,080 -4,354 13.012 7.236
13 16-9-94 17,257 -7,007 17,939 11,159 13,224 ~6,640 12,117 5.512
14 30-9-94 12,156 -9,969 18,068 10,169 8.714 -8,342 7,882 4.723
15 14-10-94 -5.462 12,395 9,868 -4,068 12,092 6.424
Lo 28-10-94 -5,835 12,918 9,986 -3.541 9,740 7.111
17 T1-11-94 -3,766 14,262 12,609 -975 12,367 9,110
18 25-11-94 -3,850 13,994 13,261 -2.260 11,989 9,549
19 9-12-94 -2,220 16,538 15,440 857 14,588 10,744
20 23-12-94 -9,234 13,341 11,511 -5,534 8,237 1,450
21 6-1-95 -5,285 15,800 14,134 -595 10,167 8.725
22 20-1-95 -5.222 13,680 14,637 -1,886 8,587 9,005
23 3-2-95 -3.038 14,113 15,166 -1,151 8,417 9.441
24 17-2-95 -2.963 12,840 15,658 719 5.60¢ 8.773
25 3-3-95 -2.527 11,213 14,327 1.454 3,001 4,154
20 17-3-95 ~489 10,287 13,960 31714 1,335 2,262
Frnd-March 31-3-95 946 10,893 12,757 2.130 260 4.257
Quarteriy Averages
First Quarter 11,504 302 10,056 8.082 12,217 1.325 10,096 5,985
Second Quarter 17,9824 -2916 20,277 13,157 15,0304  -1,850 15,534 7.264
Third Quarter -5.061 14,502 11.835 -2,587 10,985 7.016
t-ourth Quarter -2.654 12,990 14,647 626 0,186 7.087
Fiscal Year Average -2,490 14,163 11,815 -550 10,302 6.717
Note : As per budgetary data, Centre’s budget deficit was Rs. 12,312 crore in 1992-93 (Accounts) and Rs. l()..‘)()() crore m 1993.94
(Accounts).
@ 1 Based on RBI records.
# o Upto September 29,1995,
% The relevant dates of fortnights for 1994-95 have been specified; the data for other years pertain to corresponding
fortights.
() Indicates surplus.
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Table VII-3 : Key Fiscal [ndicaturs of Government of lodia
TR e

ftems Averagy Averipe 109192 1992 63 1993 .94 RN RUA] 19495 96
{1986 8t LONS 8O (Revised By
n o fstimuaes) fomies

{084 85 108991

| ? 3 4 A O
I Conventional Deficnt 0,853 12312 10,960 [ENSTY] Vi
il PR (ro DS cb b iy o
2 Gross Fiseat Detient h,82n 17 s 00,187 ERR SRR R
1H3 (8.2 i59) (5.7 i 7.7) .7 (N
3 Revenue Deticnt 16.201 I%. 574 2716 ARR Py
1 P20 (2.0) (2.0) (B (37 R
t Monetsed Defrea 5,508 ST o0 Josu N
(RIS [T (1)) (h 6y D0 AT Lo
S Gross Primary Deticu U724 Y, 18 23802 17 e S 6
(4.1 4.8 (F.m (1.3) (3.0} tl Uy (A
G Net Primuary Deticu R O61 P o0dd Y361 15 O7s TR
[RB] (3.8) (1.5) (1.7) (3.1 S 9
7 Revemie Deticit as per cent of 17.4 REBN 44X 46.2 543 5500 o7
Gross Fiscal Deficn
8 Monetised Deficit as per cent of 353 279 152 0.6 0.4 R
Gross Fiscal Detien
9 Subsidies 12,253 11,995 12,864 12810 12,401
(1.4) (2.4h (2.0 (1.7} (.61 (1.4 (2
of which :
1) Food 2,850 2.%00 5,837 5,100 5.250
(0.-h (1 (0.5) (0.4 ) 7 (6 (.5
1) Fertidiser 5,185 0O 136 5,194 5.166 S0
(0.5) (0.8 (0.8) 0.9) (0.7} (0.0 o9
i) Export 1,758 %18 665 S04 s
(0. (0.3) 10.3) 0.1 0 (1 HANIRN
10 Defence Expenditure 16,347 17,582 21.845 23.544 25,500
(2.8) (3.4 2.7) (1.5) (2.8) (2.0) (2.4
11 Interest Payments 26,590 31,075 36,695 44,000 52,000
2.2) (3.4 4.3 (4. 4.7) (G} (5.th
12 Wages and Salaries $ 1,009 12,624 14,275 15131 :
(8 b (1.8 (1.%) (1.8) (17 ()
13 Towal Non Phan Expenditure Ri) 453 X3 U5K 9N HIY 113,50 [IRENIES
R [y ety (12 (12 0, IR RIS
14 Budgetary Support o Pabhie Enterprisesgs 0 UM O 876 TAN N2 T
o (G RS AR ti
o IThrect Taxes (et o Centrey TURIIN LTS P AP MRS
A ner cent o toral fax revenne - e R Y 4 S|
R L R e T bt
1O Tnditect Taxes (Net o Centrey HEUHO 11 uny o ary A
A~ per cent ol tond e revenue N Nh TN L ot o A
v T xRy S TR R L
17 Toterest Recerpis 10,013 12 Ax7 HRSESII [
b B v i1 [
g Figores relate 10 Revised Pstimates tor ath voars oo 8t ug
# Avcording o Reserve Bank ol b Recor s
i According w e boonone ot Paneivaae? © e oater o Coengad S NI ]
3 relate to revised estimaes and i i [ :
Nt sy s Dlackei, e o oo o
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Table VIII-4: Key Deficit Indicators of State Governments
(Rs.crore)

Yeur Gross Net Net Conven-
Revenue
Fiscal Fiscal Primary tional Deticit
Deficit Deficit Deficit Deficit
1 2 3 4 5 6
19R0-85
(Average) (19.9) (12.8) (10.2) (3.3) (-4.0)
1985-90
(Average) (19.7) (14.7) (10.0) (-0.5) (1.9}
1990-91 18,787.0 14,532.1 8,280.8 =716 5.309.0
(22.0) (17.9) (11.4) (-0.1) (7.4)
1991-92 18,900.1 15,746.4 10,122.0 155.9 5.650.7
(19.0) (16.4) (11.9) (0.1) (6.06)
1992-93 20,891.2 15,768.8 6,496.8 -1,829.4 S5.114.1
(18.7) (14.8) (6.9) (-1.5) (5.3
1993-94 20,596.0 10.262.7 5.187.6 461.7 3,812.5
(16.3) (13.4) (4.9) (0.3) (3.5
1994-95 28,844 .5 22,252.8 7,962.5 2,773 1 7.471.06
(Budget Estimates) (19.8) (16.0) (6.6) (1.8) (6.0
1994-95 29.139.8 23,926.5 9.815.3 132.2 7.712.3
(Revised Estimates) (19.1) (16.3) 7.7 (0. 1) (5.9
1995-96 34.217.5 20.832.2 9,739.9 2.633.3 10,444 .3
(Budget Estimates) (20.0) (16.4) 6.9) (1.5) (7.1)
Note : Figures in brackets indicate percentage to respective expenditure.

(=) Indicates Surplus.
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Table VIII-5 : Overall Budgetary Position of State Governments
(Rs. crores)
1993-94  Percentage 1994-95 1994-95 Percentage Percentage 1OVS5-96 Percentage

Ttems (Accounts)*®  variation (Budget  (Revised  variation  variation (Budget  variation
vver the Estimates) Estimates)1994-95(REY  over the Lstimites)  over the
previous over previous previous

year 1994-95(BE) year year
1 2 3 4 S 6 7 ] 9
1 Apggregate Receipts (A+B) 134 1808 10.7 150,097.0 160,860.5 7.2 (9.9 175.3209.0 9.4
(148,711.2) (8.1) (174.342.7) (8.4)
AL Revenue Recerprs (142) 103.563.7 1S9 116.868.1 123.301.6 5.5 16.8 136.460.8 10.7
(115.482.3) 0.7 (135,494.5) 9.9)
1. Tax Receipts (a+h) 68,8189 13.8 77,9202 79,2606.9 1.7 15.2 90,7697 14.5
(76.836.7) 3.2) (89,815.00) (13.3)
. States” Taxes 46,4241 16,4 S3.391.1 54,4168 1.9 17.2 61,697.8 15.4
(52.307.6) (4.0} (60,743 . 1) (11.0)
b, Share in Central Taxes 22,394 .8 8.8 24.529.1 24.850.1 1.3 1.0 290719 17.0
2. Non-Tax Receipts (¢ +4d) 36,7448 19.9 389479 44.0334.7 13.1 19.8 45,091.1 38
(38.645.0) (13.9) (45,679.5) 3.
¢. Grants from the Centre 21,176.0 192 22,5944 22,290.8 -1.3 5.3 24,177.4 8.5
d. States’ Non-Tax Receipts 15,568.8 20.8 10,3535 21,743.9 33.0 39.7 21,5137 1.1
(16,051.2) (35.5) (21,502.1) (1.1
B. Capital Receipts (1+2) 28,6231 -4.8 33,2289 37,5649 13.0 312  38,848.2 3.4
I, States’ Capital Receipts 14,2134 -16.3 14,6399 17,690.2 20.8 245 174611 ~1.3
of which:
a. Market Borrowings (Gross) 4.216.1 10.9 4.635.7 5,005.3 9.3 201 6,444 .06 272
b. Recovery of Loans and Advances 2.418.8 258 1,805.6 3,546.5 96.4 40.6 1.580.2 -55.04
2. Loans from the Centre 14,409 .7 100 18,589.0  19.874.7 6.9 37.9 21,3871 70
I Aggregate Disbursements(A to E) 134,648.5 12.8 152.870.1 160.998.7 5.3 107 177.942.3 10.5
A. Developmental Expenditure@ 89 387.0 10,9 99,5111 104,210.3 4.7 16.6 111.801.2 7.3
(t+2
1. Social Services 41.979.1 12.4 48,7054 49.741.5 2.1 18.5 56.923.7 14 .4
of which: Expenditure on
Natural Calamities 947.7 -2.5 028.8 970.2 5.8 2.4 1.328.9 37.0
2. Economic Services 47.408.5 9.7 S50.805.7 54,4683 7.2 149 54.937.5 0.9
B. Non-Dcevelopmental Expenditure@ 38.019.0 18.4  46,669.6 50.393.1 8.0 32.5  S%.933.0 16.9
C. Repayment of Loans to the Centre  4,876.9 6.7 4,901 .4 4.578.6 ~6.6 ~-06.1 4.R1K.3 52
D. Discharge of Internal Debt 1.193.1 -4.6 450.5 432.3 -4.0 -03.% 8054 100.2
of which : Market Loans 595.7 70.5 40.3 12.8 -68.2 -079 3447 25930
E. Others # 1,171.3 -5.1 1,337.5 1,384 .4 3.5 18.2 1,404 4 5.8
[ Overall Surplus( + )/ Deficit(-)(I-11) -461.7 -2773.1 ~132.2 26333
(-4158. 0 (-3599.6)
IV Financing of surplus(+)/Deficit(-)
A. Increase( +)Decrease(-)in -561.0 -2784.4 140.5 -2040.3
cash balances(Net) (-4170.2) (-3612 .0y
B. Additions to( +)Withdrawals tfrom 137.0 11.3 ~606.0 13.0
Cash Balance Investment Account(Net)
C. Repayment of( +)/Increase in(-) -37.7 3333 -

Ways and Means Advances and
Overdrafts from R.B.1.(Net)

Note 1. Figures outside brackets under budget estimates tor 1994-95 include the estimated net yield of Rs 13858 crore from
Additional Resource Mobilisanion measures proposed by the States.
2. Figures outside brackets under budget estimates for 1995-96 include the estimated net yield ot Rs.966.3 crore trom
Additionat Resource Mobilisation measures proposed by the States.
o Figures tor Bihar, Jammu and Kashmir and Nagaland relate to Revised Estimates.
@ Comprise expenditure on Revenue and Capital accounts and Loans and Advances extended by States.
# Comprise compensation and assignments to local bodies and reserve with Finance Department.
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Table VIII-6 :Financing Pattern of Gross Fiscal Deficit of State Governments

(Rs. crore)

Fiscal Year Loans from Market Others GFD
the Central Borrowings {24+34 4
Government (net)
(net)

{ 2 3 4 5
1980-85

(Average) (25.1) (9.6) (53.8) (1060.0)
1985-90

(Average) (57.8) (14.2) (28.0) (100.0)

1990-91 9.977.6 2,555.5 6,253.9 18.787.0

(53.1) (13.6) (33.3) (1oo.m

1991-92 9,373.5 3.305.4 6,221.2 18.900.1

(49.6) (17.5) (32.9) (100.0)

1992-93 8,921.3 3,501.2 8.408.7 20,891.2

42.7 (16.8) (40.5) (100.0)

1993-94 9,532.8 3,620.4 7.442.8 20,596.0

(46.3) (17.6) (36.1) (100.(Y)

1994-95 13,687.6 4,595.3 10,561.6 28,8:44.5

(Budget Estimates) 47.5 (15.9) (36.0) (100 .Y

1994-95 15,296.1 5,052.5 8,791.2 29,139.8

(Revised Estimates) (52.5) (17.3) (30.2) (100.0)

1995-96 16.568.9 6.099.9 11.548.7 34.217.5

(Budget Estimates) (48.4) (17.8) (33.8) (100.0)

Note : Figures in brackets

are proportion to GFD.
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Table VIII-7 : Combined Deficits of Central and
State Governments
(Rs.crore)

Yeuar Gross Net Ner Revenue
Fiscal Fiscal Primary Deficit
Deficit Deficit Deficit
1 2 3 4 5
1990-9 1 53,580 45,224 26,223 23 871
(10,01 (8.44) 11.90) 14 461
1991-92 45 850 40,369 19,082 21,911
(7.43) (6.55) (3.10) (3.56)
1992.93 52,404 46,000 18,180 23 .0%8
(7.40) (6.54) (2.59) (3.37)
1993 .94 70,052 062,250 29,503 36,528
(9.02) (7.92) (3.75) (4.0
1994-95 74,478 65,104 20,792 40.199
(Budget Estimates) (8.14) (7.11) (2.27) (4.3%)
1994-95 76,427 67.670 25,794 41.844
(Revised Estimates) (8.39) (7.43) (2.83) (4.59)
1995-96 80,851 69,972 19,299 45,985
(Budget Estimates) (7.72) (6.68) (1.84) (4.39)

Note : Figures in brackets are percentages to GDP at current market prices.



VIII-26 REPORT ON CURRENCY AND FINANCE., 1994-95

Table VIII-8 : Trends in Budgetary Deficits and Net RBI Credit to Governments
(Rs. crore)

Year Budgetary Surplus (+)/Deficit (-)($) Net RBI Credit to Governments (a)
Centre States Total Centre States Total
1 2 3 4 5 6 7
1980-81 -2.,477 -897 -3,374 3,551 487 4,038
1981-82 -1,400 -1.020 -2.420 3,208 789 3,997
1982-83 -1,656 -820 -2.476 3,367 . -984 2,383
1983-84 -1,417 -561 ~-1,978 3,949 38 3,987
1984-85 -3,745 -1,438 -5,183 6,055 1,485 7.540
1985-86 -5.315 1,688 -3.627 6.190 -1,862 4,328
1986-87 -8.261 -667 -8,928 7.091 510 7.607
1987-88 -5.816 -66 -5.882 6.559 -157 6.402
1988-89 -5.642 380 -5.262 6,503 425 6.928
1989-90 -10.592 -161 -10.753 13,813 255 14,068
1990-91 -11,347 72 -11,275 14,745 420 15,165
1991-92 -6,855 -156 -7.011 5.508 -340 5.168
1992-93 -12.312 1,829 -10,483 4,257 176 4,433
1993-94 -10,900 -462 -11,422 260 591 851
1994-95 -6,000 -2,773 -8,773 - - -
(Budget Estunates)
1994-95 -6.000 -132 -6,132 2,130 $% 44 2178 $%
(Revised Estimates)
1995-90 -5,000 -2.633 -7,633 ok -
(Budget Estimates)
tay : Comprising net changes in (i) RBI holdings of Treasury bills, other Government Securities, rupee-coins in Issue Depariment,

Ways and Mcans Advances to State Governments and (ii) Government’s balances with RBI so that an increase in cash balances will
tmply a dJecline in RBI credit to Government and vice versit. Data refer to full fiscal year (i.e. from April to March) and 1ake into
account adjustments made at the time of final closure of Government Accounts.

$ : Budgetary deficit or surplus is measurcd (2) in the case of the Central Government by (i) net increase/decrease outstanding Treasury
bills and (i) Withdrawals from / additions to cash balances, and (h) in the case of States by (1) net increase/decrease m the RBI credit
in the form of Ways and Means Advances, (ii) decline in / additions to cash balances; and (iii) net sales/purchases of securities held
by States in their Cash Balance Investment Account .

$%  :© As per RBI records atter closure of Government Accounts

o : Not available.
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Table YIII-9 : Expenditure on Social Sector
(Rs. crore)

Centre States Centre and States combined
Year Total Expenditure Total Expenditure Total Expenditure
Expendi- on Social Expendi- on Social Expendi- on Social
ture sector ture sectar ture sector
1 2 3 4 5 6 7
1980-81 23.194 1,697 22,770 0,601 37,879 8,208
(7.3) (29.0) (21.9)
1985-86 53,808 3,189 44 86Y 17,031 78,627 20,220
(5.9) (38.0) (25.7)
1989-90 05,220 8,029 76,809 29,005 1.45.137 37.034
(8.4) (37.8) (25.5)
1990-9 1,07,994 6,122 91.242 35,132 1,63,673 41,254
(5.7) (38.5) (25.2)
1991-92 1,14,483 6.817 1,08,640 39,255 1.85.905 46,072
(6.0) (36.1) (24 %)
1992-93 1,26,063 7.261 1.19.355 44 408 2,03,043 S1.T30
(5.%) (37.3) (25.5)
1993-94 1.46,050 12,020 1,34,649 49,837 2,32,649 61 857
(8.2) (37.0) {20.0)
1994-95(BE) 1,56,836 13,691 1,52.870 57,811 2,01.22¥ 71,502
(8.7) (37.8) (27.4)
1994-95(RE) 1,067,186 (5,297 1,60,999 58,419 2.74.165 73,716
9.1) (36.3) (20.9)
1995-Y6(BE) 1,77,826 17,489 1,77,942 66,497 3,00,458 83,986
(9.8) (37.4) (28.)
Notes : 1. Figures in brackets represent percentages to respective total expenditure.
2. Figures for the Centre and States do not add up to the combined position due to inter-governmental adjustment.
RE . Revised Estimates. BE: Budget Estimates.

Source :  Budget Documents of Government of India and State Governments.
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Tab le VIII-10 : Market Borrowings of Central and State Governments and Institutions
Sponsored by Central and State Governments

(Rs. crore)

Government/Authority

Gross

Repayments

Net

1995-9A0% 1994-95* 1903.94*

1995 968 1994-95* 1993-94*

1995-96% 1994-95* 1993-y4*

| 2 3 4 5 6 7 8 9 10

1. Central Government (a+b+c¢) 40,806 38 108 50,348 13,719 18,034 21 862 27.087  20.074 28.520
a) Normal Market Borrowings 5,210 4,654 4 848 1,510 954 1,148 3.700 3.700 3,700
b) Other Medium and Long 23.046@ 16.597@ 25.217@ 4,046 - - 19,000@ 16,597@ 25.217@

Term Borrowings

¢) 364 day Treasury Bills 12,550 16,857 20,323 8,163 17,080 20,714 4,387 -223 -391

2. State Governments 6,275 5,123 4.145 343 - 507 5.932 5.123 3.638

3. Institutions sponsored by 599 775 1,200 126 - - 473 775 {,200
Central Government

4. Institutions sponsored by 440 433 1,166 90 87 86 ISOxEE JaakxE | OB() *
State Government

5. Total Market Borrowings 48,120 44,439 56,899 14,278 18,121 22,455 33,842 26,318 34,444
(1+2+3+4)

3 . Estimates. - Nil

+ : Actuals as per R.B.1.Records.

ok : Including SFCs and SLDBs.

HAk . Indicates net borrowings of SFCs and SLDBs. (The States guaranteed bodies’ borrowing programme merged with the concerned

States” borrowings with effect from 1994-95).
@ Includes conversion of Treasury bills into funded securities and amount raised through other instruments.
Source @ R.B.l.Annual Reports.
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Table VIII-11 :Net Market Borrowings of Local Authorities and Institutions

sponsored by the Central and State Governments

VIHI-2Y

(Rs. ¢rorey

Instiutions 1993-94 1994-95
1 2 3
. Institutions spansorced by the Central Government 1.200.00 77500
[ndustricd Development Bank ol India 200.00
Industrial Credit and Invesument Corporation of Indio () ()
Industrial Finance Corporation of India 366.00
Exim Bank 60.00 60.00
Industrial Reconstruction Bank of India 7500 105.00
National Bank for Agriculture and Rural Development 78.00 90.00
Rural Electritication Corporation 26.00 30.00
Housing and Urban Development Corporation 30.00 40.00
National Co operative Development Corporation 25.00 35.00
Damodar Valley Corporation - 20,00
Shipping Credic and invesunent Company of India Lid.
Delhi Co-operative Housing Sociery Lid.
Nattonal Housing Bank 40.00 45.00
Power Finance Corporation 10.00
Tourism Finance Corporation ol India - (-)
SINBIL 290.00 300.00
NEEPCO - 50.00
I1. Institutions Sponsored by State Govermments 1,079.73 345.56%
I State Electricity Board 486.21 -
2 State Financial Corporation 350.00 350.00
3 Industrial Investmenm Corporations and -
Industrial Development Caorporations 16.50
4 Land Development Banks - (-)4 .44
5 Housing Boards 14 .54
6 Municipal Corporations 24.67
7 Other institations 187 .81
Grand Total : (T+11) 2,279.73 1120.56

"

Indicates net market borrowings of SFCs and SLDBs.

Nil

Source ;. Reserve Bank ol India Records.
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Table VIHI-12 : Term Structure of Intcrest Rate—
Central and State Government Securities
(Per cent per annum)

Maturity 1995-96° 1994-95 1993-94
(in years)

1 2 3 4

Central Government Securities

2 13.25%%* 12.00*
13.50
3 13.65 11.00 * 12.75 *
4 13.73++
5 13.25%* 12.00 * 13.00
13.85+ 12.718% 12.75 %
6 11.64 4 13.12
7 13.80 12.08 13.25
11.75 *
8 - 11.55@@ 13.31
9 13.40
10 ) 13.75 12.35 12.50 *
14.00 @@@
State Government Securities
10 14.00@ 12.50@ 13.50@
# Auctioned as well as tap issue coupon rate.
! Fixed coupon rate offered in conversion of Treasury bills.
o Cut off yield rate offered in lieu of conversion of Treasury bills.
il Coupon rate on dated stock issued in lieu of conversion of 12.00 per cent Government Stock 1995.
$ Ioplicit yicld on Government of India Zero Coupon Bond, 1999.
$3 Implicit yield on Government of India Zero Coupon Bond, 2000.
@ Pre announced.
@@ Government of India Partially Paid Stock.
@Q@ Fixed Coupon tap issue as well as Partially Paid Stock.
+ lmplicit yield on Government of India Zere Coupon Bond,2000(I1 issue).
++ Floating Rate Bonds, 1999 carries an interest rate of 13.73 per cent for the half year ending March 29,1996,
a : Upto September 30, 1995.
Note : Coupon rates based on Auctions.

Source . Reserve Bank of India Records.
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FOREIGN TRADE*

Overall Trend

Reflevimy fite surge in nmports, emanating
primarily {ron resurgence of industrial activity,
the fiscal year 1994-95 experienced a
deterioration in trade deficit, as compared with
the trade deficit of 1993-94 which. it must be

noted, ways the Towest in more than one and halt

decade. The trade deficit during the year would
have widened further but for the robust
performance of exports. In order to get a realistic
picture ot trade performance over time, all the
nominal values have been expressed in this
chapter in US dollar terms. The Directorate
General of Commercial Intelligence and
Statistics (DGCI & S) data show that the trade
deficit increased by US $ 960 million from US
$ 1,068 million in 1993-94 1o US $ 2,028 million
in 1994-95. A break-up of trade balance into
‘oil” and ‘non-oil’ components indicates a
shrinkage in non-oil surplus to US § 3,437
million in 1994-95 from US $ 4,288 million in
1993-94. The oil deficit deteriorated marginally
to US $ 5.465 million in 1994-95 from US $
5,356 million in the previous year. The trade
deficit of US $ 2,028 million, however,
constituted less than | per cent of the estimated
GD'P for 1994-95.

India’s exports touched yet another peak at
US $ 26,223 million during the fiscal year 1994-
95 representing a growth rate ot 17.9 per cent

on top of a strikingly accelerated growth rate of

20 O percent in 1993-94. After a seasonal trough
during April-July 1994, export growth has becn
on an ascending path throughout the rest of the

#* This Chapter is based on information/data available
up to end-November, 1995,

yvear withsm showing deviatuon trom the normal
seasonal behaviour, This was rendered possible
Pyoan ampressive 94 per cent rise i world
exports in volume terms during 1994 and was
aided by the policy-induced availability of exporn
credit at internationally competitive interest
rates. Price incentives have been made size-
neutral which constitutes a distinct departure
from the carlier policy of favouring smaller
units,

Imports at US $ 28,251 million represented
a growth rate of 21.2 per cent during 1994-95
as compared with o modest rise of 6.5 per cent
i the previous year. Reflecting primarily a
smart recovery in industrial production, non-
oll imports registered a notably high growth rate
ot 27.4 per cent to reach US $ 22,369 million
in 1994-95 from US $ 17,552 million in 1993-
94. Petroleum, Oil and Lubricants (POL), on
the other hand, registered ouly a marginal rise
of 2.2 per cent to US $ 5,882 million during the
year from US $ 5,754 million in the previous
year, although in quantum terims POL imports
registered a marginal decline. Non-oil imports
remained buoyant during 1994-95 except in
November 1994 and January 1995, Industrial
recovery led to a sharp increase in imports.
Imports have also responded to the replacement
of quantitative restrictions (QRs) by tariffs in
the liberalised trade regime.

The trade data are presented in brief in Table
IX-1 and Graph IX-1.

The export-import ratio which mdicates the
extent 10 which exports can finance imports,
recorded a decline of over 2 percentage potnts
reflecting the relative bulge in imports during
the year
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Graph 1X-1
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Trade Developments in the First Half of
1955.96

The robust export performance witnessed in
the pmmedtde preceding two years continued
unabated during the tirst half (April-September)
of the current fiscal year 1995-96. Exports al
Us % {4,685 million represented an impressive
growth rate of 26.4 per cent as compared with a
modest rise of 12.3 per cent during the
comparable hall of 1994-95. The buoyancy in
Xxports was sustained by the further dose of trade
Jiberalisation effected by the modified EXIM
Policy announced in March and April 1995.
Reflecting primarily the continued resurgence
in domestic industrial activity, imports registered
a sharper rise of 32.8 per cent to US $ 17,065
million although there are signs of abatement in
the recent months. Imports of capital goods
contributed a sizeable portion of aggregate
imports culminating into investment boom. As
a result of these developments, the trade deficit
during the first hatf ot 1995-96 amounted to US
$ 2,380 million as compared with US $ [,230

mithon during the comparable halt ot 1994-95.

Performance of Trade Secctor in the Reform
Period

After two years of indifferent performance,
exports have emerged as a force to be reckoned
with. The years 1993-94 and 1994-95
experienced an annual average export growth
of about 19 per cent in dollar terms, almost
equalling the high growth phase witnessed in
the last three years of the Seventh Five Yeur
Plan (1987-88 to 1989-90). In volume terms too,
the growth of 12.1 per cent per annum during
the first three years of the Eighth Five Year
Plan is close to the Plan target of 13.6 per cent.
The striking improvement in the export
performance had its reflection in trade deticit
which contracted from an average of over § 5
billion during 1986-91 to around $ 2 billion
annually during 1991-95. Viewed differently,
the average reduction in trade deficit since 1991-
92 has resulted in considerable foreign exchange
saving.
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An examination of the trade data on customs
basis has brought into sharp focus the increasing
opening up of the economy. Merchandise trade
accounted for, on an average basis, about 17
per cent of GDP during the period 1991-935 as
compared with abour 13 per cent mothe pre
reform period. 1987 91 (Graph 1X.2).

Trade veiorms have had @ percepiibl
positive impact on net terms of trade as
evidenced by a consistent rise in the index (base
[978-79 = 100) from 109.3 in 1990-91 10 199.0

in 1994-95. The improvement m the terms of

trade has been brought about by a farger rise in
the unit value index of exports in relation to the
unit value index of imports, reflecting the impact
of exchange rate adjustments put in place in July
1991. More importantly, the improvement in the
terms of trade was also reflected in income terms
of trade which rose unabaredly from 212 in
1990-91 and peaked to 582.0 in 1994-95
(Graph IX-3), indicating therchy the enhanced
import purchasing power ot exports. The

steady tmprovenieni 1 torh nol i o
and mceonie erms o g
the last two and halt deons o and

roeflection of the tmpnos o ooy

Composition of Fxperis

The suige moexporis i Ty9dun
ol by s Vo tired e e
per cent e F99A-Ss echipsing dic ia.o o
srowth rate recorded during thy previons e
on the other hand, the growth rate of primae
product exports decelerated considerably from
209 percentin 1993-93 ¢ 5 4 por et i frid
95 due primarily to supply constrant:
exacerbated further by buovant domestic dennd
{Table [X-2). The share of manufactured exports
in total exports increased amost steadidy frans
71.6 per cent in 1990-91 to 77.3 per cont i
1994-95, except tor a shight dip i 199300 T
share ol prounary products, on the other fuind.
declined from 23.8 per cent to (9.8 por vein
during the same pertod. As much a8 91 por o

Graph IX-2
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Graph IX-3
India’s Terms of Trade
(Base : 1978-79 = 100)
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of the incremental exports emanated from the
manufactured sector while the contribution of
primary exports to the incremental exports was
a mere 7 per cent. Significant strides were made
by the textiles and the garments sectors in total
exports for the second year in succession.

During 1994-95, the performance of the
major industry-wise exports shows that most of
the items exceeded growth rates of the previous
year. Cotton yarn, fabrics, made-ups recorded
the highest growth rate of 44.0 per cent followed
by chemical and allied products (31.2 per cent),
ready-made garments (26.2 per cent) and leather
and leather manufactures (19.8 per cent). Other
major commodities which maintained the
double-digit growth rates included engineering
goods (14.4 per cent) and handicrafts (11.6 per
cent) although their growth rates were lower
than those recorded in the previous year. One
‘of the redeeming features of the recent export
performance of the country has been a marked

1986-87  1987-88  1988-89  1989-90

1990-91  1991-92  1992-93  1993-94  [994-95

EJ Net terms of trade

Income terms of trade

jump in the exports of labour-intensive products
like textiles and clothing. Ready-made garments
and cotton yarn, fabrics and made-ups taken
together, registered a 60.8 per cent growth rate
between 1990-91 and 1994-95 and thus,
improved their share in the total exports from
18.8 per cent to 20.9 per cent during the period.
This was greatly facilitated not only by a
vigorous recovery in world trade, but also by
the opening up of new markets.

Special incentives given to promote primary
exports combined with international scarcity of
certain primary products boosted the growth rate
of India’s primary commodity exports in certain
cases. Among these products, the highest growth
rate was registered by coffee (86.5 per cent)
followed by marine products (37.9 per cent),
processed fruits, juices and miscellaneous
processed items (32.6 per cent) and mica, coal
and other ores and minerals (29.2 per cent).
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The direction of India’s major export items
during the year 1994-95 shows that the OECD
countries continued to be the primary destination
of India’s exports. The USA was the single
largest market for five out of six major export
items of India. However, for many products
(e.g. gems and jewellery, engineering goods,
cotton-yarn, fabrics, made-ups, etc.) east Asian
newly industrialised countries (NICs) are fast
emerging as important markets for the country’s
exXports.

Data on quantum and unit value realisation
of exports have been presented in Table 1X-3.

Commodity-wise Impbrts

India’s imports at US $ 28,251 million
during 1994-95 registered a sharp rise of 21.2
per cent as compared with a modest rise of 6.5
per cent in the preceding year. While both ‘bulk’
and ‘non-bulk’ imports contributed to the
accelerated growth in total imports, the growth
rate of the former was higher than that of the
latter. As a result, the share of bulk imports in
total imports increased, albeit marginally, to
40.2 per cent in 1994-95 from 39.2 per cent in
the preceding year, partly reversing the earlier
trend. The share of bulk imports in total imports
had declined by about 6.4 percentage points
during 1990-91 through 1993-94, reflecting, by
and large, the declining unit cost of crude oil.
The average price paid by India for crude oil in
the world market declined from US $ 17.48 per
“tmrel during 1992-93 to US $ 14.15 per barrel
during 1993-94. During 1994-95, the average
price registered a rise once again, reaching US
$ 15.70 per barrel. The main items under bulk
imports which registered sharp increases were
non-ferrous metals, iron and steel, edible oils
and fertilisers. POL imports, which constituted
more than 50 per cent of bulk imports, remained
broadly at the level of the preceding year.
Imports of crude oil and petroleum products at
US $ 5,882 million during 1994-95 represented

a marginal rise of 2.2 per cent over the preceding
year. In quantum terms, however, POL imports
declined from 42.90 million tonnes in 1993-94
to 42.44 million tonnes in 1994-95 (Table 1X-4).

Non-bulk imports continued to exhibit an
uptrend with a growth rate of 19.2 per cent on
top of a rise of 17.2 per cent in the previous
year. Their share in total imports, however,
declined marginally to around 60 per cent from
61 per cent in the previous year. Over a longer
span, the share of non-bulk imports has
increased gradually from over 54 per cent in
1990-91 to about 60 per cent in 1994-95
indicating, inter alia, the diversification of
industrial structure, build up of additional
industrial capacity and larger use of imported
inputs by the industrial sector. The category of
non-bulk imports broadly represents
developmental imports (e.g. capital goods,
organic and inorganic chemicals, etc.), and the
items which recorded sharp increases included
capital goods, organic and inorganic chemicals,
artificial resins and plastic materials and textile
yarn, fabrics and madeups. Imports of pearls,
precious and semi-precious stones, however,
registered a large decline. Import of capital
goods, which comprise machine tools, electrical
and non-electrical machinery, electronics goods
and transport equipment, rose by 18.2 per cent
on top of a rise of 37.8 per cent in the previous
year. Increased imports of capital goods
facilitated buoyant industrial activity. The
apprehension regarding domestic capital goods
production being swamped by imports was
unfounded, since larger imports of capital goods
took place along with a sharp surge in domestic
production of capital goods.

Data on quantum and cost per unit are
presented in Table I1X-5. It can be seen therefrom
that for all items of bulk imports except crude
fertilisers, sugar and iron and steel, cost per
unit registered increases during 1994-95. Bulk
imports in respect of which quantum increased
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considerably include edible oils, iron and steel,
crude fertilisers and sulphur and unroasted iron
pyrites. On the other hand, for bulk imports
such as wheat. vice, pulses, pulp and waste paper
and crde rubber, gquantum of imports registered
dechnes dorue 199499,

Divection of Taevign Trade

Phe directron of India’s foreign trade
renuitned broadiy unchanged during 1994-95.
By and faree, the mdostrial market economies
beionging o the ORCD group of countries
ontinned ieoservie botlas principal markets for
Tndia’s exports as well as major sources of
todia’s imports.

India’s wrading partners are classified into
four broad categories :

a) Organisation tor Economic Co-operation and
Development (OECD) countries,

by Organisation of Pctroleum Exporting
Countries (OPEC),

¢y Tastern LBurope and
dy Developing countries.

The fiscal year 1994-95 was characteris. d
hy a tarnaround in India’s trade balance with
OECD countries resulting from an accelerated
rise in cxports to the European Union (EU) and
North America. The OECD group ot countries
continued to be the principal trading partners
accounting for about 55.0 per cent of India’s
total trade (exj orts plus imports). The shares
of OPLC and Eastern Europe were respectively
15.3 per cent and 3.7 per cent. The share of

other developing countries in total trade was as
much as 25.2 per cent (Table 1X-6).

Reflecting the economic recovery, the EU
and North America, India’s two largest trading
partners within the OECD group, increased their
shares in India’s total exports from 26.1 per
cent and 19.0 per cent in 1993-94 10 26.7 per
cent and 29.1 per cent respectively in 1994-95
. As regards the east European countries, their
share in India’s total exports registered a decline
from 4.5 per cent in 1993-94 to 4.0 per cent in
1994-95. Developing countries, on the other
hand, increased their share in India’s total
exports marginally from 26.1 per cent in [993-
94 to 26.3 per cent in 1994-95. During the
"eighties and early 'nineties, the share of
developing countries has steadily increased in
India’s export basket by about 7 percentage
points indicating a directional shift in exports
from North to South.

The directional shift in India’s foreign trade
is more marked in the case of imports. Although
the OECD group of countries continued to
remain the principal source of India’s imports,
their share in India’s total imports declined
sharply to 51.1 per cent in 1994-95 trom 56. |
per cent in 1993-94. The reduced share of the
OECD countries in India’s total imports is
altributable to the shrinkage in the shares of EU
ond North America. The east European coun-
tries, on the other hand, registered a rise in their
share m India’s total imports from 2.4 per cent
in 196794 1. 3 7 »ee cong in 1994-95. The
developing countries Lave ¢!
importance as sources of India’s imports in
recent years. Their share in India’s total imports
rose to 24.1 per cent in 1994-95 from 19.0 per
cent in 1993-94, with Asia, Africa and lLatin
America accounting for the bulk of the increase.

mereasme
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Developmentts in Foreign Trade Policy

Several policy mitiatives atmed at trade
liberalisation embodicd in the Lxport-lmporn
(EXIM) policy, 1992 97 us madified up o
March 30, 1994 were presaged modeiadl in the
previous yvear's Report. Moditicanons mtro:
duced to the EXIM Policy in March and Apnl
FOUS represcent yor another sicp i pursuing a
comprehensive programme of externa! sector
oriented pro-markcet reforms, The focus of the
wodified EXIM policy 1s on quickening the pace
of reforms so as 1o sustain the growtd inexporis
A two-tier approach had been resorted w in the
modified EXIM Peolicy as a precurser to the
opening up of the consumer goods scctor; the
negative list of imports was pruncd further and
simultaneously the lists of ttems mportable
under the Open General Licence (OGL) and
Special Import Licences (SIL) were expanded.

The highlights of the modifications to ihe
EXIM Policy, 1992-97 announced in March aud
April 1995 are spelt out below

1. Export Promotion Capital Goods (EPCG)
Scheme

To give boost to the domestic manufacturing
sector, the scope of the EPCG Scheme was
widened on March 31, 1995, by providing for

zero-duty import of capital goods of a value of

at least Rs. 20 ¢rore (c.1.1.) subjcut to an export
obligation to be fulfilled over time cither on
f.0.b. orn.f.e. basis. The export obligation will
be six times the ¢.i.f. value of the capital goods
in the case of f.o.b. option, and four umes the

c.i.f. value of the capital goods i the case of

n.f.e. option within a period of eight years from
the date of issuc of the import licence. Both
new and second-hand capital goods mayv be
imported under the Scheme and shall be subject
to Actual User condition till the export obligation
is completed. In the case of tmport of sccond-
hand capital goods ar zero-duty. the muimmum

resrdual fife shall be en years, In the case of
tmport of capital goods of ¢ 4 value Tess than
Rs. 20 crore under the Scheme, the cxpor
obligation will continue to be fonr titnes the o 6
value of the capital goods to be fuliitied withg
a period of frve years. The value L Jor the
Zonal Licensing Committees at Bombay, Dethio
Caleutta and Madras for erant of FRCOOT ovn o

Bas been rased frone R, 28 Takbha o By L v

To facilitate sourcing of ooy tal gooils
aganst EPCG licences tron domesin
wanutactarers ol capital goods. benetits
Decemed Bxports’ will be oxiended o0 1
domestic manufacwrers. Toeoad Dingd
(LUT)/Bank Guarantee was furihicr rartonatised.
An applicant under the EPCG schome sl o
reguired o give only o LUV The Bank
Guarantee will be exccutabic mmv o the
Customs Authoriies. The Bank Guarantee will

SRy

value of duty saved.
2. Duty Exemption Scheme

Under the Scheme, the value liopine o
granting duty free Heences by the Zonal Advane:
Licensing Committees at Bombay  Delln
Calcutta and Madras were enhanced to Ry, )
crore where norms have not been fixed., and
from Rs. 10 crore to Rs. 25 crore where standard
norms have been fixed.

The procedural difficulties Guwed B alee
Based Advaoce Licence lolders swoily reivronee
ro Modvar were miinimsed aod strearodieed
enabling such licence holders to clain Modyva
or Drawbacks. as the case may be. i tnost cases
A new Pass Book Scheme will be mtrodaced o
enable certain categories ol exporters, viz..
Export Houses/Trading Honses/Star " dioe
Houses and Super Suae Trading fiouses woaonid
of all the facthes of o Value - Hosed Advanoo
Licence with greaer fexabahies . e Povs Bonk
will berssued by the office - deorpnnne s e o
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Director General of Foreign Trade (DGFT) who
will sit in the Customs Houses at Calcutta, Delhi,
Bombay and Madras to ensure prompt service
to the exporters through close interaction with
the Customs Authorities.

The Advance Intermediate Licence, which
hitherto was only quantity-based, has been made
value-based as well under the schemes such as
the Engineering Products (Replenishment of Iron
and Steel Intermediates) Scheme (EPRS), to he
notitfied by the DGFT with a view to encourage
licence holders to source their imports from

indigenous suppliers. Further,transferability of

Advance Licences has been simplified by
allowing transfers of such licences as soon as
the export obligation is fulfilled and the Bank
Guarantee/LLUT is redeemed, without waiting
for the realisation of the export proceeds.

The Duty Exemption Scheme has also been
designed to be more domestic supplier - friendly
by allowing such licence holders to avail of the
facility of Back-to-Back Letters of Credit
through the banking system to access goods {rom
indigenous suppliers without applying for an
Advance Release Order. Standard Input-Output
Norms for as many as 1,000 new items have
also been fixed, taking the total to over 4.200
items.

3. Deemed Exports

The scope of ‘Deemed Exports’ has been
widened by according ‘Deemed Export™ status
1o certain categories of supply of goods
manufactured in India in order to encourage the
domestic manufacturers to supply goods for such
projects. The value of Special Import Licence
available for ‘Deemed Exports’ will now be at

the rate of 6 per cent, instead of 5 per cent, of

the t.o.r. value (excluding all taxes and levies)
of supplies made with effect from April 1. 1995.

4. Restricted List of Imports

To ensure adequate availability of goods of
mass consumption at competitive prices the
Restricted List of imports has been pruncd
further by expanding the list of freely importable
goods, popularly known as the OGL. As regards
other restricted goods, the approach is to allow
relaxation in a phased manner through the
Special Import Licence route.

5. Special Import Licence (SIL)

The scope of the SILs has been expanded
further by allowing import of a number of
additional items in the Restricted List of imports.
Imports of mass consumption goods under SIL
would be closely monitored to assess the impact
on prices, domestic availability and production.
The definition of consumer goods has been
suitably amended to facilitate free import of
components, parts and spares of consumer
goods. Further, the SIL entittement on both
n.f.e. as well as f.o.b. basis has been increased
by | per cent for Export Houses/Trading
Houses/Star Trading Houses/Super Star Trading
Houses as well as Quality Certification holders.
In cases where the share of SSI manufactures,
handlooms, handicrafts including sports goods,
hand knotted carpets and silk products exceed
50 per cent of the total exports, additional SIL
of | per cent will be allowed.

6. Export Oriented Units (XOUs) and Units
in Export Processing Zones (EPZs)

Pebonding and conversion for [FOUs and
units in EPZs have been made casier. Such units
are now permitted, as a one time option. to
debond on payment of duty on capital goods
under the 15 per cent duty regime, subject to
the unit undertaking the export obligation
applicable under the EPCG scheme. This will
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be in addition to the facility of total debonding
on payment of applicable duties and penalty.
Further, existing DTA units having an export
obligation under the EPCG scheme may be
converted into an EQU and the export obligation
under the EPCG scheme will be met
concurrently from the exports by the uniis as
an EOUL Moreover, EQU/EPZ units have also
been permitted to carry out reconditioning,
repair and re-engineering activities for exports
in freely convertible currency.

7. Rationalisation of Tariff Structure

With a view to improving competitive
efficiency of domestic industries, the peak tariff
rate was slashed to 65 per cent in 1994-95 from
110 per cent in 1992-93. Encouraged by the
buoyant industrial activity, especially in the
manufacturing sector, the Central Budget for
1995-96 envisaged a further reduction in peak
tarift rate to 50 per cent.

Pursuant to the recommendations of the Tax
Reforms Committee (Chelliah Committee), the
Central Budget for 1995-96 eftected further
reduction in tarift and rationalisation/
simplification of the tariff structure with a view
to bringing them in line with those of other
developing countries. Import duty on certain
capital goods like generating sets and weighing
machinery has been reduced to 25 per cent while
import duties on machine tools and their parts
have been unified at 25 per cent. Further, import
duty on components of certain capital goods
which contain electronic parts and components
interchangeable with motor vehicle parts and
testing, quality control and other instruments
and their parts has been reduced to 25 per cent.
These measures will unify the customs duty for
nearly 80 per cent of general machinery (both
mechanical and clectrical), machine tools,
instruments and project goods at 25 per cent.
For key inputs into capital goods such as ferrous
and non-ferrous metals the duty rate has been
lowered to 40 per cent.

In the clothing and extile sector, import dury
on essential raw materials and inputs such as
xylenes and DMT,PTA and MEG have been
lowered to 10 per cent and 35 per cent
respectively with a view to reducing input cost
to the user industries. To help ensure that the
benefits are reflected in the prices of tinal
products, import duty on synthetic fibres and
filament yarns have also been reduced 10 45 per
cent ad valorem. Rationalisation and reduction
in tariff rate has also been eftected in important
sectors of the economy such as agriculture,
chemicals and electronics while the benefit of
full excmption from import duty has been
extended to all parts of life saving and sight
saving medical equipment.

Other Measures

Given the critical importance of credit in
the export promotion strategy, credit policy has
been geared to provide increased availability of
credit to exporters. Under the monetary and
credit policy for the first half of 1994-95
announced in May 1994, the running account
facility under the Pre-shipment Credit in Foreign
Currency (PCFC) introduced in November
1993, which hitherto was available only to
exporters of gems and jewellery, was extended
to other exporters with a good track record.
Further, under the refinance facility against
Post-shipment Export Credit denominated in US
dollar (PSCFC), banks’ refinance access was
reduced from 90 per cent to 80 per cent of such
outstanding c¢redit. Further, the base for
determining the Export Credit (Rupee) refinance
limits was also brought forward by one year.
With regard to Export Packing Credit, the
scheme of Export Credit (in Rupees) was
extended to sub-suppliers of raw materials,
components, ete.. of exported goods.

Post-Uruguay Round Developments

By ratifyving the Uruguay Round Agreement,
India has become a founder member of the
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World Trade Organisation (WTO) which came
into existence on January 1, 1995 as the forum
for multilateral trade negotiations. To maintain
her commitments to the Organisation as well as
to benefit from her affiliation to this world body,
India has effected certain policy measures to
fulfill the requirements. On December 31, 1994
the Government has promulgated two
Ordinances; one amending the Patent Act, 1970
and Patent Rules, 1972 and the other one dealing
with dumping and countervailing measures. The
first Ordinance is awaiting the consent of the
Upper House of the Parliament. The ordinance
on patents seeks to bring parity between the
relevant domestic laws and the corresponding
international practices while incorporating
various provisions to safeguard domestic
interests. The other Ordinance aims at creating
background for action through countervailing
measures against dumping of merchandise into
the country. In line with the persuasion of
various developing countries including India,
one of the significant developments of the
Uruguay Round Agreement has been the
resolution to gradually phase-out the MFA, a
quota based restrictive system which has
governed trade in textiles and clothing since
early 1970s. In Hine with this agrecment. 176
has, on December 31, 1994, cuicred into two
separate agreements relating to trade in textiles
and clothing with the EU and the USA which
allow for larger market access to these countries.
These two trade partners together account for
about two-thirds of India’s textile exports and
it is expected that these agreements would boost
India’s exports significantly.

Emerging Issues

An important facet of the trade reform is
the gradual reduction in import tariffs. With the
gradual phasing out of the licensing system,
import tarifts are perhaps the only instrunents
of domestic protection. The virtual elimination
of the licensing system underscores the

paramount need to work out equivalent tariffs
to ensure adequate level of protection. The
structure of tariff currently in vogue necds
restructuring, and requires to be so designed as
to achieve a harmonised tariff regime in which
the spread across the sectors is minimised.
However, the need for some sort of differential
tariff regime in the context of the technological
gap would have to be borne in mind, as indicated
by the analytical approach supported by the
Alexander Committee way back in 1978.

With the adoption of liberalised foreign
investment policy, concerns are being voiced
by the domestic industries regarding the level
playing field. It is being felt in some quarters
that certain benefits to the foreign firms accruing
from the policies of the foreign governments
such as lower interest rates. incentives for
research and developments (R & D), efficient
mechanism for coverage of risks. good
infrastructure, etc., have placed them in an
advantageous position vis-a-vis the domestic
firms. These issues would need to be addressed,
perhaps, on a case to case basis, with a view to
removing the apparent anomalies to help evolve
a truly competitive environment in the midst of
inipcricetion of various kinds.

The trade configuration in the post-Uruguay
Round era could be much more technology-
driven than ever before. The introduction of
product patenting, provisions of exclusive
marketing rights sought to be effected through
the amendments to the Indian Patents Act 1970
in conjunction with recognition of IPR as private
property rights have thrown up new challenges.
The emerging trade configuration underlines the
need for evolving an appropriate institutional
framework for strengthening the link between
academic centres of excellence in science and
technology and industrial R & D centres.

There is a growing apprehension that the
liberal trade regime in the industrialised



coufilries for the last two-three decades may not
countinue tor too long in the presence of high
uncmployment and lower growth rates.
Lulorcement of certain environmental standards
and labour standards are being secn as the
mantlestations ol neo-protectionisn sweeping
across the developed cconomies. The emergence
of neo-protectionism is generally atributed to
the loss of international competitiveness, which
raises a number of issues that need to be sorted
out at the international fora including the World
Trade Organisation (WTQO).

World Trade Organisation

The World Trade Organisation (WTO) came
into existence on January [. 1995, replacing
GATT, with & membership of 81 countries and
territories which represented over 90 per cent
of the international trade in goods and services.

The WTO will take charge of administering
the new global trade rules aimed at establishing
the rule of law in international trade in goods
and services. This is expected to provide a fresh
impetus to the growth of world trade. According
to WTO’s estimates, in view of the various
agrcements and market access agreements which
will substantially reduce international trade
barricrs, the annual world trade growth will be
higher by about a quarter by 2005.

International Agreements in respect of
Selected Commodities during 1994-95

Food and Agriculture

The FAO Council’s 107th Session (Rome,
November 15-24, 1994) expressed concern over
the deteriorating global food security, with the
number of countries requiring exceptional food
assistance increasing to 31 in 1994 irom 27 in
1993. Lastern Africa remained the most affect-
ed region.

At its 20th Session (Rome, April 25-28,
1995), the Committee on World Food Sccurity

drew attention to the dechine 1in levels of food
aid in 199495 to below 10 million tons tor the
first t'me in more than ten vears and substantial
Fall in the minimum commitment under the Foaod
Aid Convention.

Coffee

The sixty-fifth (London, September 26-30.
1994) and the sixty-sixth (London. January 19-
20, 1995) Sessions of the International Coffec
Council deliberated on 1ssues relating to
membership of the International Coffec Agree-
ment of 1994, In the sixty-fifth session, it was
decided that the new ICA would come into force
provisionally on October 1, [994. Also, the
period for the deposit of instiuments of
ratification. acceptance or approval of the 1994
Agreement was extended from September 1994
to March [995.

A new coffee export retention scheme agreed
upon by producing countries was started on
April I, 1995 whereby members ol the
Association of Coffec Producing Countries
(ACPC) will retain 20 per cent of the ecxports if
world prices of arabica and robusta beans fall
below predetermined levels. The differences
between the new scheme and the old one include
higher floor prices and an option for cxporr
quotas.

Rubber

In a meeting under the auspices of UNCTAD
(Geneva, February 6-17, 1995) producers and
consumers agreed on a new International Natural
Rubbher Agreement to replace the 1987
Agrecment due to expire on December 28, 1995.
Producers and consumers settled the outstanding
dispute over the reference price, which will rise
by 5 per cent to 206.68 Malaysian/Singapore
cents per kilo. The new price range is 159 to
268 Malaysian/ Singapore cents. The maximum
size of the buffer stock has been fixed at 550,000
tonnes.
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Cocoa the 1993 Agreement from October 1, 1994 to
' : September 30, 1995. The Council also approved
At its 50th Session, the International Cocoa a redistribution of voting rights. 13 exporting
Council (London, September 8-16, 1994) countries and 19 importing countries were
extended the period of obtaining the members of the 1993 Agreement as of mid-

government’s signature for the membership of December, 1994.
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Table IX-1 : India’s Foreign Trade

IX-13

(US $ milhon)

Year Fxports Imports I'rade
hatance
1 2 3 4
1990-91 18.145 24,073 S 027
9.2 134
1991-92 17,866 19,411 1.545
~1.5 -19.4
1992-93 18,537 21,882 -3.343
3.8 12.7
1993-94 22,238 23,306 -1.068
20.0 6.5
1994-95 p 26,223 28,251 -2.028
17.9 21.2
Notes - (1) Figures in decimals relate to percentage variation ver the previous year
(2) For data in rupee terms please refer to Vol Il.
p - Provisional.
Souice - DGCl & S.
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Table I1X-2 : India’s Fxports of Principal Commoditics

(US § muiltion)

Commodity Group 19909 1991-92 1992-93 1993 94 199495 p
| 2 3 4 3 8
1. Primary products 4,322 4,132 3,874 4,916 5,181
23.8 23.1 20.9 22.1 19.8
A, Agriculture and allied products 3.354 3,203 3,136 4,028 4,183
of which: 18.5 17.9 16.9 18.1 16.0
Tea 596 492 337 338 310
Colte: 141 135 130 174 324
Rire 257 306 337 410 376
Covon raw (inel. waste ) 471 124 63 208 43
Tovaceo 147 153 164 147 79
Cushew kernels ¢ incl. CNSL ) 249 274 258 334 396
Spices 130 151 136 181 [93
Oil meal 339 374 534 741 572
I'ruits and vegetables 119 142 0% 132 156
Processed fruns, juices and
misc. processed items 77 79 91 120
Marine products 3 S85 602 814 1,122
Sugar and molasses 64 122 57 20
Mecat and meat preparations 78 94 89 110 126
B. Ores and mincrals 967 930 738 888 998
of which: 5.3 5.2 4.0 4.0 3.8
Iron ore 585 582 381 438 417
Mica, coal and other ores and minerals 382 347 357 450 582
11. Manufactured goods 12,991 13,149 14,039 16,657 20,283
of which: 71.6 73.6 75.7 74.9 77.3
Leather and leather manufactures 1,449 1,269 1,277 1,300 1.557
Chemicals and allied products 1,307 1,480 1,229 1.478 1.930
Engineering goods 2,250 2,253 2,481 3,039 3.476
Readymade garments 2.236 2,199 2,393 2,586 3,264
Cotton yarn, {abrics, made-ups ete. 1.170 1.300 1.350 1,537 2,214
Natural silk yarn, fabrics, made-ups etc. 131 142 139 127 130
Jute manulactures 166 159 123 124 152
Coir and coir manufactures 27 28 31 41 55
Handicrafts 3,437 3,387 3,783 4,768 5,321
of which:
Gems and jewellery 2,924 2,738 3,072 3,996 4.501
Carpets ( handmade excl. silk ) 289 407 435 454 437
Works ol art ( excl. {loor coverings ) 224 242 2717 319 382
I11. Petroleum products 523 415 476 398 417
2.9 2.3 2.6 1.8 1.6
IV. Others 310 170 149 268 342
1.7 [.0 0.8 [.2 1.3
Total Exports ( 1+ 11+111+1V) 18,145 17,866 18,537 22,238 26,223

Notes

l)
Source

- (1) Figures in decimals represent percentage (o total exports.

(2) For data in rupee terms please reler 1o Vol 1l

- Provisional.
- DGCL & S.
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Table [X-3 : India’s Exports of Principal Commodities-Quantum and Unit Value
Lo valne
Qi realisation
— AN per_tonned
Connmadiny Givrounp
1993 .0:0 AR EUA] 190 1.6 19wy 9y
QUL b &
I. 'rimary goods
Ao Agricolture and allied products
af which
Iea Malil ks jrdld intu JUIREL0 R TR P
Cofltee Mill. kgs. 1IRS 1250 L4073 2590 1)
Rice 000 tonnes L0920 3914 3730 220
Couton raw ( incl. waste ) 000 tonnes RIBEY RE 6606.7 1,287 .4
Tobacen Mill. kgs. 104.7 58 4 1,404.0 1,357.9
Cashew keroels ¢ el CNSL) 000 1onnes 7¥.5 K05 4,257 .3 1.923.0
Spices 000 tonies 1823 197.6 9951 1,225.9
Ol meal 000 tonnes 4.837.3 3.897 0 1532 1467
Marine products 000 1onnes 25%.0 3304 3,153.5 33950
Sugar and molasses 000 tonnes 2045 516 2778 3837
B. Ores and mincrals
of which:
fron ore Mill. tonnes 269 232 16.3 16 S
Mici Mill kgs 134 20 2455 AR
Coal 000 tonnes 5151 721.2 40.4 352
I1. Manuflacturcd goods
of which
Inorgamce, organmie and agro chemicals Ml kgs. 249.4 331.6 9Y25.4 H7u .2
Iron and steel 000 tonnes 2.482.4 1,566 .4 2290 3118
Jute manutuclures Lakh tonnes 20 22 6075 6018
P Provisional.

Source

DGCE & S,
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Table I1X-4 : India’s Imports of Principal Commodities

(US S millionm

Commodity Group 1990-91 1991-92 1992.93 1993-94 1994 93
P
| 2 3 4 S )
I.  Bulk imports 10,971 8,694 9,830 9,125 11,353
of which : 45.6 44.8 44.9 39.2 40.2
Pulses 268 104 LS 181 183
Fertilizers 984 954 978 K39 1.034
Vegetable oils, tixed, edible 182 101 58 53 194
Paper, paper boards and manufactures thereof 254 198 177 222 247
Mectalliferrous ores, metal scrap, etc. 852 477 664 442 677
Petroleunt, petroleum products and related
materials 6,028 5,364 6,100 5.754 5.882
Pulp and waste paper 255 121 141 159 197
Iron and sieel 1,301 891 779 795 1.215
Sugar 5 - - - 715
Non-ferrous metals 614 341 395 479 856
Crude rubber (including synthetic and reclaimed) 126 74 90 109 117
I1.  Non-bulk imports 13,102 10,717 12,052 14,181 16,898
54.4 55.2 §55.1 60.8 59.8
A. Capital goods 5,836 4,233 4,531 6,243 7,382
24.2 21.8 20.7 26.8 26.1
Mauchinery other than electrical 2,363 1,631 1,819 1,882 2,723
Electrical machinery 949 630 826 1,135 1,373
Transport equipment 931 371 462 1,270 1,104
Manufactures of metals @ 168 130 146 333 403
Project goods 1,425 1,471 1,278 1,623 1.778
B. Pecarls, precious and semi-precious stones 2,083 1,957 2,442 2,634 1,598
8.7 10.1 11.2 11.3 5.7
C. Others 5,183 4,527 5,079 5,304 7,918
of which : 21.5 23.3 23.2 22.8 28.0
Organic and inorganic chemicals 1,276 1,379 1,428 1,371 2,178
Professional, scientific controlling
instruments, photographic optical goods 591 407 501 422 479
Artificial resins and plastic materials, eic. 610 569 421 434 617
Total imports (I + II) 24,073 19,411 21,882 23,300 28,251
Notes - (1) Figures in decimals represent percentage to total impor(s
(2) For data in rupee terms please refer to Vol.ll.
@ - Inclusive of machine tools.
P - Provisional.

Source - DGCl & S.
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1X-1

7

Unit Value

Quimtum (S per tonne)
Commodny group
Uinit of 1993-94 1993-95 1993-9. 1094 95
quantity P B
! 2 3 4 5 6
I. Bulk Imports
Cereals and cereal preparation ‘00U tonnes 402.8 84.6 2299 4077
of which :
Wheat 000 1nnes 241.7 5.1 165.9 29203
Rice 000 onnes 75.5 0.4 233.0 4239
Pulses 000 tonnes 628.2 5549 287.7 32003
Fertilizers
of which .
Crude 000 tonnes 1,932.8 2.410.7 63.1 623
Sulphur and unroasted iron pyrires "000 tonnes [,264.5 1,538.7 67.1 K7.7
Manutactured 000 tonnes 4,634.5 4,719.6 130.3 [5%.60
Vegetable oils, lixed, edible (00 tonnes 114.4 3116.8 464.3 613
Paper, paper boards and
manutactures thereof 000 tonnes 3522 3018 630.1 083.2
Pulp and waste paper 000 tonnes 626.3 S81.0 253.2 3391
Tron and steel 000 1onnes 1,375.0 3.470.0 578.2 3501
Sugar 000 tonnes 0.4 1.765.4 565.0 4052
Crude rubber, including synthetic
and rechamed 000 ronnes 87.1 K3.9 1,251 1.3u8 9
11.  Others
Synthetic and regenerated libre 000 tonnes 28.1 79.6 1,432.8 1.721.3
P - Provisional.

Source

- DGCL& S,
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Table IX-6 : Direction of India’s Forcign Trade

(US $ imdliony

1980-81 1990-91 1993-94 1994-95 p
Trade Trade Trade Trade
Couniry Exports Imports Balance Exports Imports Balance Exports Tmporrs Ralance Exports imports Balance
! 2 3 4 5 6 7 8 9 10 11 12 13
. OECD countrics 3,957 7,275 -3,318 10.249 13,773 -3,524 12,648 13,084 -435 15,419 14,442 976
46.6 45.8 56.5 57.2 56.9 56.1 58.8 51.1
Lzt 1,832 3,341 -1,509 4988 7,067 -2,079 5,797 7,002 -1,205 7,011 6,984 28
21.6 21.0 27.5 29.4 26.1 30.0 26.7 24.7
North America 1,020 2,343 -1,323 2,830 3,235 -405 4,226 2,971 1,255 5,282 3,106 2.176
12.0 14.8 15.6 13.4 19.0 12.7 2001 11.0
Asta and Qceania 896 1,180 -284 1,895 2,689 -794 2,020 2,256 -235 2.431 2,985 -554
10.5 7.4 10.4 11.2 9.1 9.7 9.3 10.6
Other QECD countries 209 411 -203 536 782 -246 605 855 -250 694 1,368 -674
2.5 2.6 3.0 3.2 2.7 3.7 2.6 4.8
I[. OPEC countries 943 4,418 -3.475 1,020 3,924 -2,904 2,383 5,221 -2,839 2,406 6,055 -3.649
11.1 27.8 5.6 16.3 10.7 22.4 9.2 21.4
HI. Eastern Europe 1,881 1,641 241 3,243 1,882 1,361 1,001 563 438 1,044 954 90
22.1 10.3 17.9 7.8 4.5 2.4 4.0 3.4
IV. Developing countries 1,603 2,495 -892 3,099 4,490 -1,392 5,797 4,435 1,362 6,895 6,797 98
18.9 15.7 17.1 18.7 26.1 19.0 26.3 24.1
Asta 1,114 1,808 -694 2,610 3,372 -762 0 4,892 3574 1,318 5,659 4,988 671
13.1 11.4 14.4 14.0 22.0 15.3 21.6 17.7
SAARC 299 177 122 533 131 402 898 114 785 1,185 172 1,013
3.5 1.1 2.9 0.5 4.0 0.5 4.5 0.6
Other Asian 815 1,630 -815 2,077 3,240 -1,164 3,994 3,460 534 4,475 43816 -342
developing countries 9.6 10.3 14 13.5 18.0 14.8 17.1 17.0
Alrica 437 258 178 394 573 -179 661 574 87 880 1,061 -8
5.1 1.6 2.2 2.4 3.0 25 34 3.8
Latin American 41 384 -343 95 546 -451 244 287 -43 356 748 -392
countries 0.5 2.4 0.5 2.3 1.1 1.2 1.4 2.6
Other Developing 11 46 -34
countries 0.1 0.3
Others 80 57 23 1 3 8 12 3 8 43 3 40
0.9 0.4 0.1 - 0.1 - 0.2 -
Total 8.495 15,885 -7,390 18,145 24,073 -5,927 22,238 23,306 -1,068 26,223 28,251 -2,028
Notes I, Exports ol petroleum products amounting to § 31.5 million in 1980-81, $ 522.7 million in 1990-91, $ 397.8 million

i 1993-94 and $ 416.9 millior in 1994-95 are taken into account in total export, but are not included in countriy-

wise details.

oty

P - Provisional.

Source - DGCI1&S.

Data for German Democratic Republic from 1990-91 onwards are included under Germany, and hence under EU
Ficures in decimals relate 10 percentage 1o total.
4. For data in rupee terms please refer 1o Vol 1L



CHAPTER X

BALANCE OF PAYMENTS AND INTERNATIOMNAL ¢ -

I. Balance of Payments

The distinct improvement in the balance of
payments (BOP) following the adoption of
economic reforms in [1991-92 got further
consolidated during 1994-95. While a sharp
revival of industrial activity triggered off a surge
in imports, a robust export performance for the
sccond year in succession coupled with an
improvement in net invisible receipts and capital
inflows left the current account deficit in a
robust, financiable position. Large capital flows
driven primarily by foreign investment flows
characterised the first half of the year. These
capital flows apart from financing the current
account deficit enabled further accumulation of
reserves.

Merchandisce Trade

Exports in US dollar terns rose sharply by
17.9 per cent in 1994-95 building upon the
strong growth (20.0 per cent) recorded in the
preceding vear as indicated by the provisional
data of the Director General of Commercial
Intelligence and Statistics(DGC1&S). Among the
exported commodities which recorded high
growth rates, the important ones were: textile
fabrics and manufactures (33.0 per cent),
chemicals and related products (31.2 per cent)
and leather goods ( 19.8 per cent). The marked
improvement on the export front could be traced
to the definitive export bias that has come to
bear upon the framework of commercial policy
in recent years with incentives taking the form
ot income and price effects as well as specific
policy intervention to augment import access for
exporters. Exports benefitted from an effective

* This Chapter is based on information/data available
upto June, 1995

deprecration ol tie upee

currencics in tandony vonh o

moderated the intlation det oo

rest of the world. Sharply rcacos
favourable developments, exports displosoe
strong growth in the second halt of rix
However, the year also witnessed o shiie,

in imports(on payment basis) by abour 3

cent retlecting industrial revival and g
gconomic activity. As comparcd wih
preceding vear, the DGCI&S data indicay
among imports, the important comuuoditie:

had marked high growth rates in 1994-95 «w .
capital goods (18.2 per cent), fertilisers (270
per cent), iron and steel (52.8 per centi
chemicals (58.9 per cent). As a result, the o
deficit widened from US § 1,285 million
per cent of GDP in 1993-94 to US % 4.
million or 1.5 per cent of GDP in [uv @
which, however, is modest when comparcd «
the average level of 3.2 per cent of GDP o
the second half of 1980s (seventh plan perie.,
or the unsustainable level of US $ 9.437 millio:
or 3.2 per cent of GDP recorded in 199624
(Table X-1).

Invisibles

There was substantial improvement in the
invisibles account. The net invisible receipts
US $ 2,191 (0.7 per cent of GDP) doubled in
1994-95 over the previous year’s level of US $
970 million (0.4 per cent of GDP). With the
stability in the exchange rate encouraging the
routing of remittances through banking channels.
the private transfer receipts recorded an
unprecedented rise of over 62 per cent from the
previous year and touched a record level of US
$ 6.2 billion. The non-factor services showed
some deterioration mainly due to a sharp rise in
travel and transportation payments as well as



N2 RLEPORT ON CURRENCY AND FINANCL, 1994-95

other  miscellaneous  payments.  The

miscellaneous account comprises a variety of

services such as royalty payments, protfessional
fees, know-how etc. Travel receipts rose from
US $ 2075 million in 1993-94 to US $§ 2,325
million in 1994-95 reflecting a scenario of higher
expenditure by tourists coupled with a marginal
erowth in tourist arrivals of 2 per cent during
the year. Investment income receipts were higher
at US'$ 777 million mainly on account of a rise
in the level of foreign currency assets of the
RBI. Payments under ‘investment income’
recorded a substantial rise amounting to US §
4.7 bitlion reflecting higher interest payments
on external loans as well as a rise in profits and
dividend remittances due to spurt in foreign
investments in recent years (Table X- 4B).

Current Account Balance

Over three-fold rise in the merchandise trade
deficit despite the improvement in net invisible
receipts, resulted in the widening of current
account delicit to US $ 2,315 million or 0.8 per
cent of GDP in 1994-95 from US $ 315 million
or 0.1 per cent of GDP in 1993-94. However,
the current account deficit at 0.8 per cent of the
GDP in 1994-95, given the level of foreign
cxchange reserves capable of meeting about 10
months of import bill and, in the context of the
tnprovement in the ability of the country to
atract sizable capiral flows, was manageable
{Table X -4A).

Capital Account

The developments in the capital account in
1994-95 displayed marked shifts in the
composition of capital flows. It may be recalled
that throughout the 1980s, the financing of the
current account was, by and large, through debt
creating capital flows and, foreign investments
formed a negligible part of the aggregate capital
tlows. Since the onser of reforms, the perception
about the forergn investment flows, particularly
the divect investments, has changed as reflected
i the easing/celimination of a number of

restrictions on capital transactions (cspecially
on foreign direct and portfolio investments, and
on non-resident Indian investments). Further,
the volatile and costly inflows were discouraged.
At the macro level, a sort of self-imposed caps
on external commercial borrowings and short-
term debt were put in place. As a consequence,
non-debt creating capital flows have improved
their share in total flows. Foreign investment
flows thus accounted for more than 69 per cent
of the total capital flows (Inclusive of
transactions with IMF) in 1994-95 as against 45
per cent recorded in the previous year.

The combined outcome ot current and capital
transactions resulted in accretions to the reserves
of the order of US $ 4.8 billion, after meeting the
repurchase obligations in respect of borrowings
from the International Monetary Fund.

Developments in Foreign Exchange Reserves

The strength of the current account during
the year and the large surplus in the capital
account were reflected in an accretion to the
stock of international reserves. India’s foreign
exchange reserves (comprising foreign currency
assets of the RBI, gold held by the RBI and SDR
balances held by the Government of India) rose
from US$ 19,254 million (Rs.60,420 crore) as
at the end of March 1994 to US$ 25,186 million
(Rs.79,780 crore) as at the end of March 1995
representing an increase of US$ 5,932 million
(Rs. 19,360 crore). Exclusive of valuation
effects, the increase in the foreign exchange
reserves was of the order of US $ 4,757 million
during 1994-95.

The foreign currency assets of the RBI
which are the principal component of the
reserves increased by USS$S 5,741 million
(Rs. 18,718 crore) during 1994-95 (April-March)
as against the increase of US$ 8,634 million
(Rs.27,147 crore) during 1993-94. The large
accretion to the foreign currency assets was
rendered possible primarily by purchases of
surplus foreign exchange by the Reserve Bank
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from the market. Such purchases amounied 1o
USS 10304 million during 1994-95 as against
US$ 12,940 million during 1993-94. With the
continuous accretion Lo the reserves, the process
of Tiquidating costlicr and volatile components
of reserves was carried forward during 1994
95. The outgo under the FCNRA deposits
scheme amounted o USS 3,096 mithen a
against USS 2364 million during the previeus
year. Deposit Liabilities under the FC(B&OYD
scheme were completely liquidated with the
withdrawal of USS 565 million during 1994-95.
Repurchase obligations to the IME amounting
to USS$ 1,146 million falling duc at various points
during the year 1994-95 was fulfilled in advance
in April 1994, Debt service payments on
liabilities outstanding under government account
amounted to US $ 2,868 million as against US
% 2.664 million in 1993 94

The SDR balances declined by SDR 71.9
million during 1994-95 to SDR 4.0 mitlion as
against an increase of SDR 63.8 million in 1993-
94. During 1994-95, repurchases from the IMI:
effected 1n SDRs amounted to SDR 157.71

million (USS 222.4¥ million) and payment ol

charges on the use of Ffund resources and interest
on SDR allocation aggregated to SDRT82.8K
million (US$ 265.61 million). Receipts from the
l'und on account of interest on SDR holdings
and remuneration amounted to SDR 1.62 million
and SDR 0,12 million respectively.

Gold holdings of the RBIL at 396 tonnes
valued at USS 4,370 million (Rs. 13,752 crore)
as at the end of March 1995 were higher by

USS 292 million (Rs.958 crore) than those of

US S 4078 million (Rs. 12,794 crorey as at the
end of March 1994, During 1994-95, while 289
tonnes of gold vatued at US$ 315 million (Rs.990
crore) wis purchased from the Government of
India, there was also an addition (o the gold stock
of 0.03 tonnes valued at USS 0.03 milhion (Rs.
(.87 crore) on account of interest on gold
holdings Kept abrodd,

During the first quarter of 199596 (April

Juney, the position refating o the foroven
currency assers of the RBU declined by USS
1208 mithon, Tlas dectine was prinaidy on
accounm ol farger outeo ander deb service
paviments amounting 1o USS 766 millien and
outflows under the FONRA scheme of TISS 6066
million. As against gross purchases from the
Vb of LESS R0sAs million during the
corresponding quarter ot 1994-95 ) purchases of
only USS 36 million were reported during (he
first quarter of 1995-96. The SDR holdines ol
the Governmentincreased by SDR S5.72 miflion
to SDR 6036 nullion durig the quarter. winle
the acquisition of SDRs from the IME amounted
to SDR 340 million, Repurchases and pas ment
of charges of SDR 249 million and SDR 30
mulion respectively were effected in favour of
the IMIE durmyg the quaiter. The gold holdimgs
ol (b2 Reserve Bank at 398 wonnes valued at USS
4,457 million (Rs. 13,987 crore) as at the end oi
June: 1995, included an increase of USS 174
miltion (Rs.56.23 crore) durig the quarter on
account ol a purchase of .61 tonne gold Tron:
the Government of Indra. On the whole. the
foreren exchange reserves (comprising loreign
currency assets ol the RBI, pold and SDRy)
decreased oy USS 1033 million during the
quarter.

11. Forcign Investment :
Emerging Trends and
Policy Developments

The spurt in foreign investment intlows
witnessed i India during 1993-94 continued 1
FOO4-95. Internal facters such as tavourable
arowth prospects. positive market return
differencial on investment as compared o
industrial counrtries and stability of the exchange
rate buoyed up the inflows. The major external
factor aiding infiows o India wiss tie conunued
recesston inomany developed countries.
[However. India, with US 5 4.9 billion of Torergn
mvestment flows in 1994-95, received less than
S percent of the private non-debt creating Hows
to developing countries during the vear ¢able
X-2).
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The trends in foreign investment during the
Hong with the policy developments are
~o b helow .
e godio ivesimient

~intio investment in India has been the
fargest source of foreign investment
wduring the year. Not only was the inflow
2581 million higher by US $ 91 million
o othat of 1993-94, but India’s share in the
»equity flows to developing countries

~1 e rased daring the period (Table X-3).

~ueh portfolio investment in secondary
does not contribute directly to the
Coveactivity, it nevertheless supplements
osieosevings, Moreover, it results in greater
it reward sharing by foreign investors with
country investors, reduces the cost of
foestic capital and brings about efficiency
tns hecause of international exposure. Often,
¢ aiso acts as oa precursor to flow of direct
foreign investment. The different forms in which
the porttolio investment flowed into the country
during the year were :

i1 Global Depository Receipts.
© - Forergu Institutional Investments; and
Offchiore Funds and Others.

Plwere was a distinet shift in the preference
many large corporate houses towards issuance
~31MRs, since it works out to be cheaper than

ng funds in the Indian capital market and

oy because the GDR issue generally does not
LATTY any prospectus vetting procedure.
wrthermore, GDRs need not be rated by an
“oormnutonal rating agency.

There were 28 companies which opted for
:inbal Depository Receipts (GDRs) during
294-95 raising US $ 1839 million. But there
ra¢ been a drastic fall in Euro Issues inflow into
"ndia since November 1994 mainly due to the

revised Euro Issue Guidelines by the
Government and the bearish equity market.

Portfolio inflows under Foreign Institutional
Invesiors (FIIs) remained steady during the year
at around US $ 1503 million, peaking up again
from June 1995. Although a minor fraction of
FII intlows could be on account of GDR
conversion for those which are quoting at a
discount with respect to domestic prices, a major
part of it is of “autonomous” character attracted
by higher returns in the Indian stock market.
Unlike some emerging markets such as China,
portfolio investment in India is not limited to a
particular class of shares. Again there is no lock-
in period on FII holdings except for preferential
allotments. Repatriation of income and capital
Is free subject to capital gains and withholding
tax. However, out of 323 Flls operating as on
end August 1995, only 20% of them were active
and the top 10 per cent accounted for 70 per
cent of the transactions.

The inflow under Offshore Funds in India
i.e. the Indian mutual funds raising funds from
abroad and under various other schemes were
US $ 239 million during 1994-95. Offshore
funds offer an attractive avenue for individual
foreign investors unable to invest directly into
Indian stock markets to reap the benefits of
higher return prospects in the Indian market
(Table X-5).

(B) NRI Investinent

Investment made by Non-Eesident Indians
has been a major source of externai iinance
during the year. The different avenues available
to the NRIs for investing in India during [994-
95 were :

(i) deposits under various schemes such as
Foreign Currency Non Resident (Banks)
[FCNR(B)] Scheme, Non Resident (External)
Rupee Account [NR(E)RA] Scheme and
Non-Resident (Non Repatriable) Rupee
Deposits [NR(NR)RD] Scheme;
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(i) direct equity participation under various
direct investment schemes: and

(iii) portfolio investment.

The objective under the NRI deposit scheme
has been to retain the attractiveness of the
financial flows trom the NRIs but at the same
time reduce the volatle elements and minimise
the effective cost to the country.,

The phased discontinuation of Foreign
Currency Non Resident (Accounts) [FCNR(A)]
Scheme which started on May 15, 1993 with
the withdrawal of “six months and less than one
year” maturity period reached its logical
conclusion with the discontinuation of the last
maturity slab i.e., “three years only” maturity
period on August 15, 1994. Consequent upon
the discontinuation of the scheme, there was a
net outflow of US $ 2,249 million under the
FCNR(A) Scheme during 1994-95 (inclusive of
accrued interest) while the actual outflow
(exclusive of accrued interest) which impacts
upon the foreign exchange reserves (since the
FCNR(A) Scheme carried exchange rate
guarantee from the Reserve Bank) was US $
3,096 million during 1994-95. The outstanding
balance under FCNRA Scheme thereby fell from
US $ 9,300 million as at the end of March 1994
to US $ 7,051 million as at the end of March
1995 (both inclusive of accrued interest).

Foreign Currency Ordinary Non-Repatriable
(FCON) Scheme was discontinued effective
August 20, 1994, resulting in an outflow of US
$ 7 million (inclusive of accrued interest) during
1994-95 as against an inflow of US $ 17 million
(inclusive of accrued interest) during 1993-94.
The outstanding balance of US $ 10 million
(Rs.32 crore) as at end March 1995 is allowed
to run off to maturity with no renewal. The
amount of deposits, on maturity are required to
be credited to the Non-Resident (Ordinary)
INROY} account of the account holder.

These outflows were more than compensated

by the intflows under the existing Schemes duri
1994-95. Under the Foreign Currency Non-
Resident (Banks) Scheme [FCNR(B)Y], there was
an inflow ot US $ 1,979 million (Rs 6143 crore)
during 1994-95 ; under the Non-Resident (Non
Repatriable} Rupee Deposite Scheme
[NR(NR)RD] there was an inflow of US § 682
million (Rs.2.308 crore) during 997 €7 by
balance outstanding under FONR (81 and
NR(NR)IRD Schemes as at the end of Murch
1995 were US $ 3,054 million (Rs.9.619 crore)
and US $ 2,479 million (Rs. 7809 crore)
respectively (both inclusive of accrued interesn
Under the Non-Resident (External)y Rupec
Account [NR(EYRA] Scheme, there were inflows,
(including accrued interest) of /5 % 1,000
million (Rs.3,404 crore) resulting or au increase
in outstanding balance to US $ 4,590 million
(Rs. 14,457 crore) at the end of March 1995
(Table X-7).

The outstanding liability under NRI Deposits
stood at US $ 17,184 million as at the end of
March 1995 as against US $ 15,780 million at
end March 1994, showing an inflow in dollar
terms of US $ 1,405 million [excluding outllows
under Foreign Currgncy (Banks and others)
Deposits {FC(B&O)D} of US $ 558 million that
took place in 1994-95.1 (Table X-6).

In response to the congenial climate created
by the liberalisation in foreign investment policy,
there has been a marked increase in the amount
of investment proposals from NRIs and OCBs
for direct and portfolio investment in India since
1992. As a further step to boost NRI] nvest-
ment in India, a working group was set up in
1994-95 to go into the existing facilities available
and procedures under NRI investment and to
recommend modifications, if necessary. The
recommendations of the Group are summarsed
in Box X-I.

Under the direct investmenr scheme (op
repatriation basis), routes throveh R0t
against approvals amounting to Rs. 207 crore (1S
$ 91 million) during 1991 the amount appraverd
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BOX X-1

Report of the Working Group on Non-Resident Indian Investment

A Working Group headed by Shri O.P. Sodhani, Executive Director, Reserve Bank of India, was set up in
October 1994 to look into the various schemes/ incentives available to NRIs for investment in India as
well as the procedures prescribed for the purpose and to make recommendations to Government for
madification/ amendment to the existing scheme, policies and procedures. The Group submitted its report
in August 1995. The major recommendations of the Group are as follows.

The 40 per cent scheme on repatriation basis recommended for abolition as acquisition of a 40 per cent
stake by NRIs in a new issue is clearly impermissible in terms of SEBIs guidelines. In order not to dilute
the market access opportunities for NRls, the arcas/sectors available to NRIs under this scheme be merged
with the 100 per cent repatriation scheme thereby enlarging rather than diminishing investment opportunitics.
The repatriable direct investment scheme may also cover sale of the existing shares to NRIs/OCBs on
repatriation basis subject to the valuation of the shares as per the valuation guidelines.

In respect of NRIand OCB investment in housing and real estate, free repatriability of principal and profis
was recommended along with dismantling the 3 year lock in period plus the 16 % ceiling on remittance of
profits,

To cncourage NRI investments under the sick units scheme, current restrictions which stipulate a lock in
period of five years plus eligibility criteria that the shares of the company should have been quoted below
par for two years was recommended for removal.

The Group recommended abolition of the 100 per cent non repatriation scheme. 1t was also recommended
that funds generated from the NRI (NRO) deposits as also accruals from past non-repatriable investments
are to be deployed in the same manner as funds of other residents under the gencral permission granted
for NRI investment in various scctors.

In respect of portfolio investment, the Group recommended parity between NRIs/OCBs and Flls. The
individual NRI/OCB ceiling may be increased to 5 per cent. Further, NRIs/OCBs may be allowed 1o
acquire a maximum stake of 24 per cent of the paid up capital of the company without requiring a general
body resolution. The Group also recommended fiscal parity between NRIs/OCBs and Flls in respect of
capital gains tax.

The Group recommended that all sectoral restraints on NRIYOCB direct investment may be removed. This
implics opening up of the agricultural/plantation sector to direct investment from NRls subject to State
laws.

The banks have full freedom to mobilise deposits under the Non-Resident (Non-Repatriable) Rupee
Degposits Scheme and fix interest rates as well as utilise the funds for their lending operations without
observing priority sector lending norms. In view of this, banks have been paying higher rate of interest
on these deposits. The interest carned on the deposits, which is tax free, is also now repatriable trom the
quarter ended December 1994 and onwards. Continuing this scheme would involve sizable outflow of
foreign exchange by way of higher interest burden. The Group, therefore, recommends discontinuance
of this Scheme.

The Grouap recommends that banks may be allowed to accept FCNR deposits in any convertible currency.

[ndian companics are required to obtain permission of RBI to issue shares/debentures to NRIs/OCBs on
repatriation basis under the direct investment schemes. Thereafter, the NRIs/QCBs are also required to
obtain RBI permission again for sale of the shares/debentures through stock exchange. The Group,
therefore, recommended that RBI should grant general permission to NRIs/QOCBs for sale of shares/
debentures held on repatriation basis under the direct investiment schemes provided the sale takes place
through recognised stock exchange in India.
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Box X-1 (Contd.)

The Group recommended general permission to residents to avail of non interest bearing loans on non
repatriation basis lrom non-resident relatives. In respect of interest bearing non repatriable loans. the
Group recommended awtomatic approval upto TS $ 5 00,000 with the interest being not more than 2%
below the SBI prime lending rate for a minimum period o 3 years for the borrowing.

It was recommended that freedom should be given Tor transfer of funds tfrom one NRL account to NRL
account of another person for any purpose. ADs may be authorised to extend housing loans to NRIs on the
same terms and conditions as applicable to loans granted to NRIs by the housing finance companices

The Group recommended that Reserve Bank of India may delegate to its Regional Offices the powers fo
approval of the proposals for NRIL investment on repatriation basis under the direct investment
schemes. Moreover, Reserve Bank of India may grant general permission to Indian companies for payment
of interest on delayved refunds of share subscriptions, if such payment of interest is as per SEBI guidelines.

during 1994 has been Rs.4,633 crore (US $
1,477 million). Under the automatic approval
route for the NRIs. the amount approved under
100 percent equity participation in the high
priority areas increased from Rs.450.8 crore (US
$ 143.7 million) in 1993 to Rs.1.067.1 crore
(US $ 339.8 million) in 1994 whereas under the
40 per cent scheme (computer software,
shipping, hospitals/diagnostic, hotels, o1l
exploration etc.) the approval amount rose from
Rs.1,812.4 crore (US $ 577.8 million) in 1993
to Rs.3.565.4 crore (US $ 1,135.5 million)
during 1994. The approvals for other 100 per
cent direct investment scheme (i.e. 100 per cent
Export Oriented Units in Free Trade Zone/
outside Free Trade Zone, Housing and Real
Estate Development Schenie, Air Taxi Scheme,
Sick Units Scheme) and 24 per cent scheme
amounted to Rs.108.64 crore (US $ 34.6 million)
in 1994, The actual inflows of foreign direct
investment made by NRIs under all the schemes
taken together during 1994-95 were Rs. 1,383
crore (US $ 442 million) (Table X-5).

(C) Foreign Direct [nvestment (Foreign
Collaboration)

Forcign collaboration both in terms of

number and amount of approvals registered a
steady rise during 1994-95. As against 1476
collaboration proposals (both financial and

technical) during 1993, the number of

collaborations approved during 1994 were 1854

of which 1062 were financial collaborations
[comprising the approvals granted by the
Reserve Bank of India, Secretariat of Industrial
Approvals (SIA) and Foreign Investment
Promotion Board (FIPB) |. The amount
approved under the equity participation rose
from Rs. 8,859 crore (US $ 2.824.4 million)
during 1993 10 Rs. 8,957 crore (US $ 2,852.7
million) during 1994, In the post-liberalisation
period as a whole (i.e. August 1991 to April
1995) the total amount of foreign cquity
approvals amounted to Rs.27,480 crore.

Actual inflows under various direct
investment schemes has also shown more than a
two fold rise in 1994-95 over {993-94. Ax
against US $ 620 million during 1993-94, the
foreign direct investment inflows during 1994-
95 were US $ 1,314 million of which proposals
approved by SIA/FIPB accounted for US $ 701
million followed by NRI direct investment and
RBI automatic approval (Table X-5).

(D) Policy and Development

) With a view to opening more areas for
investment by NRIs/OCBs as also by Flls, RBI
has decided to allow them to invest, on a
repatriation basis. i all acuivities excepl
agriculture and plantation activities. subject o
certain conditions. Accordingly, existing or new
Indian companies (both private and public [hnited
companies) engaged/proposing 1o engage in any
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activity including financial, hire purchase,
leasing. trading. other services ete. (except
agricultural/plantation activities) are allowed to
issue equity shares/convertible debentures on
repatriation basis to NRIs/OCBs and Flls
provided the aggregate allocation of shares/
convertible debentures qualifying for repatriation
benefits to such non-residing investors does not
exceed 24 per cent of the new issue. However,
Flls are not ¢ligible to make investing in un-
listed/ private limited companies under the
scheme. The funds for such investment should
be received by way of remittance from abroad
through normal banking channel or by debit to
NRE/FCNR account of the non-resident
investor. Earlier NRIs and OCBs were permitted

to invest on a repatriation basis in new issues of

shares/convertible debentures made by
companies engaged in industrial or manufac-
turing activities and also in certain other sectors
such as hotels, hospitais, shipping, development
of computer software and oil exploration. It has
also been decided to permit authorised dealers
to grant loans to NRIs holding Indian passports
for acquisition of a house/flat for residential
purpose against security of immovable property
proposed to be acquired by them subject to
certain conditions.

i1) As a process of further liberalisation,
general permission has been granted to NRIs/
OCBs to purchase the shares on repatriation basis
of Public Sector Enterprises (PSEs) disinvested
by Central Government, subject to the condi-
tion that (a) the holding of shares by a NRI or
by an OCB, at any time, does not exceed one
per cent of the paid up capital of the PSE
roncerned, (b) the purchase consideration/bid
money is received by way of remittance from
abroad through normal blanking channels or by
transfer of funds held in investor’s NRI/FCNR
accounts.

iii) NRIs resident in Nepal will be permitted
henceforth to make investment in India provided
the funds for the purpose are remitted in free
forcign exchange through proper banking

channels. Such investment will either be on
repatriation or on non-repatriation basis
depending on the terms and conditions applicable
under the existing Schemes under NRI
investment.

iv) The guidelines for Euroissues dated
October 28, 1994, provided that the issuing
companies mandatorily retain the Euro issue
proceeds abroad and repatriate them as and when
expenditure for the approved end uses (including
upto a maximum of 5% of tunds earmarked
for general corporate restructuring uses) were
incurred. This requirement was partially
moditied, effective May 24, 1995, with the
permission given to the issuing companies to
retain the Euro Issue proceeds as foreign
currency deposits with the Banks and Public
Financial Institutions in India, which can be
converted into Indian rupees only as and when
expenditure for the approved end uses (including
upto a maximum of 15% of funds earmarked
for general corporate restructuring uses) are
incurred. As a further relaxation to the above
requirement, companies were permitted eftec-
tive November 25, 1995, to remit funds into
India in anticipation of the use of funds for
approved end uses. Moreover the existing ceiling
for use of issue proceeds for general corporate
restructuring including working capital
requirements were raised from 15 per cent to
25 per cent of the GDR issues. In view of the
importance of the infrastructure projects , and
the need to encourage equity financing of such
projects , the three year track record requirement
were relaxed in case of companies seeking GDR/
FCCB issues to finance investment in infrastructurce
industries such as power generation
telecommunication, petroleum exploration and
refining, ports, airports, roads, etc.

At present, corporates are permitied to
access foreign capital markets for external
comniercial borrowings (ECB) through
instruments like Floating Rupee Notes and Fixed
Rate Bonds. In order to enable corporates to
tap a wider spectrum of the market, they would
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Be permitted to structure their borrowing as a
Foreign Currency Convertible Bond (FCCB).
The end use of tunds through FCCB should
conform to the norms prescribed by Government
through ECB from time to time. While the time
frame for conversion for FCCB is flearble, the
non converted portion should have a minimum
average tenure of five vears

v) In order to avoid any divergence between
Government/RBI guidelines and SEBI guidelines
regarding issue of shares to non-residents hy
existing Indian companies through preferential
allotment and to ensure that the companies
follow uniform guidelines as regards the pricing
of preferential issue, Government of India has
issued Press Note No.2 (1995 Series) dated April
10, 1995, Accordingly, every preferential
allotinent of shares (other than allotment on
rights basis) by listed companies to foreign
investors shall be at market price of the shares.
According to the revised guidelines, the
valuation of such shares , etfective 30 days prior
to the shareholders™ general body meeting., is
required not to be less than the higher of (a) the
average of the weekly high and low of the closing
prizes of the related shares quoted on a stock
exchange during the six months preceding the
relevant date or (b) the average of the weekly
high and low of the closing price of the related
shares quoted on a stock exchange duriag the
two weeks preceding the relevant date. The
shares allotted on preferential basis shall not be
transterable in any manner for a period of five
years tfrom the date of their allotment. To
facilitate the companies to complete formalities
for issue of shares within the stipulated period
of three months as per SEBI guidelines dated
August 4, 1994 the companies may, if they so
desire, submit their applications to the Reserve
Bank for “in principle™ approval prior to the
passing of the General Body Resolutioa.

vi) In the context of ongoing cconomic
liberalisation, the policy and procedures
governing approval under the schemes for 100 %
Export Oriented Units (EOUs) and Lxport

Processing Zones (EP7Zs5) were further
revised . All proposals confirming to the
parameters presented vide Press Note No 13
(1991 Series) dated October 9. {991,
Department of Industrial Development, Minstry
ol Tudusiry, shall receive automatic approval
within two weeks trom the Secretariat of
Industrial Approval (SIAY, Ministry of Industry
(Departnent of Industrial Development e
case of 100% KOUs and tromn the Developments
Comimissioners (DCs) concerned tor units to he
set up in EPZs. All other proposals which do
not contirim o the parameters for automatic
approvai, shall be considered by the Board of
Approvals (BOA) and disposed within 45 days
from SIA.

vii) Under the National Telecom Policy.
1994 which enunciates the guidelines for the
entry of private sector into Basic Telecom
Services, joint venture between an Indian and a
foreign company is allowed subject to a
maximum of 49% equity participation from the
latter.

viil) It has been decided thar foreign
investment upto S1% and foreign technology
agreements in the case of bulk drugs, their
intermediates and formulations thereof (except
those produced by the use of recombinant DNA
techuology) will be granted automatic approval
subject to the parameter of RBL

ix) With a view of moderating monetary
expansion scheduled commercial banks were
required to maintain a Cash Reserve Ratio
(CRR) of 7.5 per cent on liabilitics under
Foreign Currency (Non-Resident) Account
(Banks) from the formight beginning October
29, 1994 and it was subsequently increased to
IS per cent Tor the formight beginning January
21, 1995, 1t was also decided that from the
fortnight beginning January 21, 1995, scheduled
commercial banks will be required to mamtain
a cash reserve ratio of 7.5 per cent on liabilities
under Non-Resident (Non-Repatrtable) Rupee
Deposit INR(NRYRD Scheme.
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Subsequently , with the casing of the

pressure on monetary cxpansion, a number of

measures were instituted to further encourage
the inflows of funds under the various Non
Resident Deposits Schemes. The rate of interest
uitder FCNR(B) Scheme were adjusted four
times during the first half of 1995-96 to retain
its attractiveness and bring it in alignment with
LIBOR. The deposits rate under NR(E)RA
scheme were revised upward twice since April
1995, first from 8 per cent to 10 per cent for the
term deposit of 6 months- 3 years and above
eftective September 29, 1995 and the next from
10 per cent to 12 per cent for the term deposit
of 6 months- 3 years and above effective October
31,1995, Again to make these deposits attractive
to the commercial ks, the cash reserve ratio
(CRR) requirement were exempted tfrom the
fresh deposits undes Non Resident (External)
Rupee Account [INRiEYRA] and Non Resident
(Non Repatriable) Rupece Deposit [INR(NRYRD]
Schemes effective October 28,1995 and Foreign
Currency Non-Resident (Bank) Deposit
(FCNR(B)] Scheme efiective November 285,
1995. The cash reserve ratio (CRR) on
outstanding balances of Non Resident (Non
Repatricable) Rupee Deposit [NR(NR)RD]
Scheme and Foreign Currency Non Resident
(Bank) [FCNR(B)] Scheme were also brought
down to 7.5 per cent effective October 27, 1995

BOX X-2

and November 24, 1995 respectively.
(L) Indian Investment Abrouad

At the end ol December 1994, (here were
524 active joint ventures, out of which 177 were
in production/operation and 347 under various
stages of implementation. The total quantum of
[ndian equity m joint ventures in operation is of
the order of Rs.179.04 crore as at end of
December 1994, Of the 177 joint ventures which
are in operation, 99 (56%) are engaged in
manufacturing activittes and 78 (44%) are in
non-manufacturing arcas. The 524 active joint
ventures are dispersed over 69 countries. As
regards regional dispersal, 63 (35%) operating

Joint ventures are in East Asia tollowed by 37

(21 %) in the Europe-America and 28 (16%) in
the Africa. South Asia accounts for 25 (14%),
West Asia for 20 (11 %) and Oceania for 4 (2.2%).

In order to provide a framework for Indian
industry and business to access global marker
through trade and investment flows, and keeping
in view the need for transparency in regard to
the policy relating to overseas investment, the
Government of India. notified the guidelines for
Indian direct investment in Joint Ventures (JVs)
and Wholly Owned Subsidiaries (WQSs) on
August 17, 1995 ( See Box X-2).

Guidclines for Indian direct investment abroad in Joint Ventures (JVs) and Wholly
Owned Subsidiaries (WOSs)

The guidetines pertain to direct investment by Indian partics in newly promoted or existing Joint Ventures/
Wholly Owned Subsidiaries and investment for acquisition of overseas business engaged in industrial,
commercial, trading or services activity (including hotel, tourism) and also financial services (sucht as

insurance, mutual funds ete. but not banking sector).

The main features of the guidelines are set out helow:

There would be two categories of applications for seiting up overscas JVs and WOSs viz. Category “A”

s last Track /7 Autoiatic Approval and Category

Category A:

“B™ : Normal Cases.

An application for direct investment in a JV/WOS abroad from a private/ public Lid. Co. will be eligible

for automatic approval by RBI provided :
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Box X-2 (Conid.)

(1) the total value of the investment by the tndian party does not exceed US $ .0 million

(i the amount of investment is upto 25 per cent of annual average export carnings of the company i the
preceding three years: and

(i) the amount of investment should be repatnated in Tall by way ot dividends, rovalty, techmeal serviees
fee ete within a period ot five years

Within the overall limit of US S 4 milhion the Tndian party may opt for tiy cash remittance, G capitalisation
of export proceeds or other receivables Tike technical fees, royaltivs. commissions ete. from the Toreign
concern towards equity, or (i) giving loans or corporate guarantees to/on behall of Indian JVS/WOSs
provided it acquires the roguisite clearance from conunercial banking angle for loans and guarintees as
required.

This facitity of automatic approval will be available 1o the Indian party i respect of the same 1V/WOS
only once in a block of three financial years including the financial year in which the investment is made.

Caiegory B:

All apphications mvolving investments bevond US $ 4 mitlion but not exceeding VS $ 1S milhion. o
those not qualifying for tfast track clearance on the basis of the applicable criteria outlined above fall
under category B

Investment proposals in excess of US $ 15 million will be considered (1) in very exceptional cases where
a company has a strong rack record ot exports or (iDif the required resources beyond US $ 15 million
are raised through the GDR route. Upto S0 per cent of GDR resources raised may be invested as equity in
overseas JVs subject to specttie approvals ol the government,

The Reserve Bank of India would process the proposals tor establishment ot JV/WOSs abroad granting
approval for the proposals which fall under the fast wrack/ Category “A” route and also torward other
proposals with the recommendations of its Spectal Committee set up to process the proposals falling
under Category “B” cases. In the case ol large investments (beyond US § 15 million.), RBI would. after
receiving the case, transmit the proposal with the commitiee’s recommendation to the Inter Ministerial
Special Committee (IMSC) lor their consideration. The special connnittee would consider the proposals
on the basis of merit taking into account the company’s financial position, business and export rack
record. net worth of the company, size of the mvestment, benefit to the country in terms of loreign
exchange, technology transfer ete.

The Indian party shall remit to India in free toreign exchange all entittements due (o 1t from a Joreign
concern such as after dividends/profits or royalties, rechnical fees, management fees or other types of
payments, within a period ol 60 days, they are (1 declared/ approved by the Darectors/ Sharcholders of
the JV/WOS or (iD) become due.

The Indian party has o report w the Ministry of Commerce and the Reserve Bank ot India the details of
the decision if there are any post approval changes as o the activity, equity break up or other capital
restructuring of the JV/WOS concerned, taken by that JV/WOS within 20 days ol the approval of those
decisions by the sharcholders/ promoters/directors ol the IV 1 terms ot the local cases ot the host
country (together with a staement of fultillment of certain condivions 1 case the Indian parey has
majority cquity share holding in the JV/WOS).
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The amount of remittances abroad on
account of dividend amounted to Rs.77.83 crore

whereas the other repatriations by way of

technical know-how fees, engincering services
fees, management fee and royalty totalled
Rs. 113.77 crore.

The number of approved wholly owned
subsidiarics abroad, wholly owned by one or
more Indian bodies corporated, stood at 300 as
on end i:rcember 1994, of which 58 were in
operati -« nd 242 under various stages of imple-
mentati::n. The value of equity participation in
these  subsidiaries amounted to about
Rs.1,117.60 crore of which Rs.438.86 crore
related to subsidiaries which were in operation
and remaining Rs.678.74 crore in those

substdiaries which were at various stages of

implementation.

Exports of projects (broadly construction
contracts, turn key projects and engineering
consultancy contracts) have recorded a consistent
growth over the years as shown below:

Year Total Turn Key Civil Consultancy
projects Construction
projects
1 2 3 4 5
1990-91 1S 171 632 312
1991-92 1417 233 464 720
1092-93 1151 212 507 832
1993-94 2731 137 1225 1369
1994.45 451+ 126 236 89

(April-October)

**Represents only contract approved by EXIM BANK.
Source: Ministry of Commerce, Annual Report, 1994-95.

{11. External Assistance

Fresh authorisations of external assistance (i.e.
loans and grants taken together) declined during
1994-95. The decline was by almost 50 per cent
ro US$ 4,471 million from the peak level
authorisations of US$ 9.025 million during 1988-
89. While authorisations of loans during 1994-95
increased by US$ 392 million over those in 1993-

94, grant commitments declined sharply by US$
411 million during the same period. There were
higher authorisations of around US$ 461 million
by International Development Agency (IDA) of
the World Bank (Table X-8 and X-9).

In June 1995, members ot the india
Development Forum (earlier known as Aid India
Consortium) pledged around US$ 6.7 billion to
US $ 7.0 billion assistance to India for 1995-96
(July-June) as against US$ 6.0 billion and US$
7.4 billion during 1994-95 and 1993-94,
respectively. Of the total pledged amount, the
soft component (i.e. grants and/or interest frec
loans) was around US$ 2.5 billion, constituting
about 37 per cent of the total as against 45 per
cent during the previous year. While Japan
continued to be the largest bilateral donor by
increasing its pledges from US$ 1.2 billion last
year to around US$ 1.5 billion for 1995-96, the
World bank group comprising the International
Bank for Reconstruction and Development
(IBRD) and IDA maintained their lending
position among the multilateral donors with a
fresh commitment of around US$ 2.5 billion to
USS$ 2.8 billion.

Utilisation

Utilisation of aid (loans and grants) declined
by around 8 per cent during 1994-95 over 1993-
94. While utilisation of loans from [DA
significantly improved from US$ 666 million
during 1993-94 to US$ 1003 million during
1994-95, this was more than neutralised by
substantial drop in the utilisation of IBRD loans
from US$ 1287 million to US$ 749 million
during the same period (Table X-8 and 9).

The outstanding amount of undisbursed loans
which had declined marginally by around US$
318 million during 1993-94, increased sharply
by US$ 1.423 million during 1994-95 from US$
18,277 million to US $ 19,700 million (Table
X-9). The stock of unutilised grants, however,
showed a more rapid increase from US$ 1,719
million as at the end of March 1993 to US$ 2,529
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million as at end-March 1994 and further to USS
2,896 million ot end-March 1993 (Table X-10).

On account of farger amortsation and jo-
terest paynients under external assistance and
lower utlisation, nat inflows under oxteinal
assistance for the tirst time turned negative As
against a net inflow of US$ 716 million during
1993-94 . there was net outtlow ot 1IS% 126
million during 1994-95 (Tabhle X-&).

Cumulative Assistance

The cumulative utilisation as a proportioi
of cumulative authorisation at 71 per cent for
end March 1995 was same as at end-March
1994. While cumulative authorisations increased
from Rs 1,33,982 crore (US$ 42,707 million)
to Rs. 1,48.896 crore (USS 47 464 million) and
cumulative utilisarions increasced from Rs.94.633
crore (US$ 30.164 million) to Rs.1.05,575 crore
(US$ 33,661 million), the share of loans, grants
and PL 480/665 assistance remained unchanged
for both the periods. The share of the World
Bank group in total cumulative authorisations
and cumulative utilisations at 43.3 per cent and
47.9 per cent, respectively, did not show any
major variation from the previous years
composition.(Statement 216 of Volume II).

Of the total loan amount utilised during
1994-95, energy scctor accounted for 40 per cent
followed by the Structural Adjustment Sector
with 22.7 per cent (See Statement 217 of Vol-
ume Ih.

Aid in the Pipeline

Aid available in the pipeline represents as-
sistance committed over the years which has
remained undisbursed and is availahle for
disbursement in future. Total aid in the pipeling,
both in the form of loans and grants (but
excluding those in Roubles from the former
USSR) at US$ 22.596 million (Rs. 71,062 crore)
as at the end of March 1995 was higher by US$
1,790 million (Rs.5,943 crore) than those of US$

20,806 million (Rs. 65,119 ¢rore) as at the end
of March 1994 Of the total ourstandiny
undisbursed balance, Toans accounted for 87.2
per cent and the World Bank group’s share in
the toral undisbursed loans was as high as 312
per cent. [n addition. the aid amount in Roubles
from the former USSR in the pipeline remamed
at the same level of Roubles 7 821 million
(R 24862 crovey as ut the end March 1994
{Table X-9 and 10).

The energy sector accounted for the larg
est proporrion (45,2 per cent) ol the total
undishbursed outstanding amount followed by the
social sector (9.4 per cent) and the intrastructure
sector. (8.6 per cent). (Statement 218 of Vol-
ume 11,

There has been a clear decline in the reli-
ance on external assistance i the overall exter-
nal financing need of the country n recent years.
A decline in fresh aid commitments by donor
countries as a proportion o their Gross National
Product. hardening of the terms and conditions
of foans in the form of shortening maturities.
reduction in the concessionality or grani
element, increased tied component, and higher
costs associated with purchases under tied aid
have operated as major constraints upon the
availability of external aid. The ratio of aid to
GNP of donor countries which remained low
hut steady at only 0.35 per cent in the eightics
has declined further i ninedes (o 0.3 per cent
wliich is the lowest since 1973, Performance of
the donors in terms of achieving the aid to GNP
target has been distinetly divergent (Tuble X-11).

In the nincties so far, while there has been
a significant increase in the long term flows of
capital to developing countries, the share of
Official Development Assistance(ODA) has
declined sharply. (The share of ODA in towl
net capital tlows declined from around 50 per
cent in 1989 to around 25 per cent in 1993 and
1994). Such a shift in the composition of
aggregate resource flows 1s primarily on account
of greater access to international markets and
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the preference for higher flows in the form of
foreign direct investment, portfolio equity
investment and other private debt instruments
like floatation of bonds.

There have also been some internal factors
in operation for low aid pattern. Inadequate
timely provision of matching rupee resources
from the Government, organisational and
administrative inefficiency, undue delay in
completion of projects and associated cost
escalation in critical sectors have not only slowed
down timely utilisation of aid available in the
pipeline but also started affecting adversely the
prospects of fresh commitments by donors.
Several measures have been undertaken in recent
years for improving the aid delivery system and
speedier completion of aid funded projects. Since
1992, 100 per cent of the aid coming through
the central budget are passed on to the states/
project authoritics as against the earlier system
of passing on only 70 per cent of the aid proceeds
to the states. In the case of central Public Sector
Undertakings (PSUs) , since 1993, the aid
delivery system has been completely delinked
from the budgetary process of the central
government i.e., the loans would be borrowed
and repaid by the PSUs directly without any
budgetary intervention. As a result of this, the
externally aided projects now get the benefit of
actual terms of the loans including the entire
clement of concessionality.

IV. India’s Financial Assistance to other
countries:

Authorisation

Fresh commitment of external assistance by
India to various countries during 1994-95 at
Rs.174.3 crore was higher by Rs.27.8 crore than
that ol Rs.146.5 crore during the previous year.
The grant component in the total assistance
increased marginally from 24.9 per cent during
1993-94 to 26.3 per cent. The major
beneficiaries of Indian assistance during the year

-were Nepal and Uzbekistan accounting for

Rs.71.2 crore and Rs.45.5 crore, respectively
(Statement 224 of Volume 11).

Utilisation

Utilisation of assistance from India by the
beneficiary countries at Rs.125.6 crore during
1994-95 exhibited considerable improvement
from that of Rs.43.3 crore during the previous
year. This was primarily on account of complete
utilisation of the entire fresh commitment of
Rs.71.2 crore to Nepal made during the year
under view. (Statement 224 in Volume I1).

Cumulative Assistance extended by India

Aggregate assistance extended by India up
to end-March 1995 amounted to Rs.2.831.6
crore, of which about 59 per cent was in the
form of grants. The proportion of cumulative
utilisation to cumulative authorisation for grants
was at 91 per cent: it was higher than the
utilisation ratio for loans which stood at 77 per
cent. The major country recipients of external
assistance from India so far are: Bhutan (34.1
per cent), Nepal (22.5 per cent) and Bangladesh
(12.5 per cent). As at the end of March 1995,
undisbursed aid from India at Rs.417.7 crore
constituted only 14.8 per cent of the aggregale
authorisations.

V. External Debt

In nominal terms, India’s external debt at
the end of March 1995 stood at US $ 99,042
million showing a rise of US $ 6.3 billion as
compared to that of US $ 92,695 million as at
the end of March 1994. Around 88 per cent of
the rise in the debt during 1994-95 is attribut-
able to the revaluation of the non-dollar
component of external debt. With the moderation
of the current account deficit and increase in
the inilows of non-debt creating flows, the
growth of external debt in the last few years
has been contained. The World Bank in its World
Debt Tables 1994-95 places India as third largest
debtor in the World; however, in terms of
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present value method which World Bank uses
to assess the indebtedness of the devoloping
countries, India ranks eighth among developing
countries which have large stocks of external
debt, retlecting a lurge component of concessional
cloment in the debt. Bilateral debt and debt owed
to multilateral institutions, both ot which have
a large element ot concessionality constituted
49.2 per cent of gross indebtedness at the end
0! March 1995 as against 47.1 per cent at the
end of March 1994. This compares favourably
with other indebted countries. The share of
external commercial borrowings comprising
t-ade credits, bank loans and various types of
securitised borrowings remained at around 19.8
per cent as a result of a cap placed on fres)
commitments over the last three years. The
iabilities to IMF constituted a little less than
4.5 per cent of gross external debt as at the end
of March 1995. The long-term component of
Non-resident deposits at 12.5 per cent as at end
March 1995, showed a very modest decline of
US $ 243 million over the year. Rupee debt (both
civilian & non-civilian) dropped in terms of
share from 10.8 per cent as at end-March 1994

Box X-3

t0 9.7 per cent at the end of March 1995, Short-
term debt rose from US $ 3627 million as at the
end of March 1994 to US $ 4.264 million as at
the end of March 1995 accounting for 4.3 per
cent of total debt. Under short-term component
of NRI Deposits, the deposits maturing in one
year under FCNRA have been liquidated.
However, there has been a substantial
increase in deposits up to one year maturity
under FCNR(B) deposits. There has been an
increase of US $ 197 million over the year
under trade credits retlecting the rise in
imports.

In relation to GDP at current market prices,
external debr as at end of March 1995 declined
to 34.2 per cent from 36.9 per cent at end-March
1994. The debt service ratio,however, rose from
25.1 per cent to 26.7 per cent during the period.
(Statements 231, Vol. I1).

India’s external debt is sustainable. There
is considerable amount of literature on the
subject (See Box X-3) but the issue has to be
addressed empirically.

Sustainability of External Debt

The sustainability of external debt is linked to perceptions about the potential rate of growth of the
economy. If the economy displays a higher growth potential and the expected growth of output exceeds
the effective interest rate on borrowing, then the debt servicing obligations could be met without impinging
on the growth process. The economy could then be in a position to repay the entire debt. To put it
differently, debt servicing difficultics could be avoided over the long run, ititis ensured t! at the productivity
of borrowed resources is at least equal to the rate of interest charged on debt. This could briefly be

depicted as follows .

g-i >0

where g stands for the rate of growth of real GDP and i refers to the effective rate of interest at which
debt is contracted. In such a case, the debt-output ratio would reach a finite limit rendering external debt
sustainable. In this sense, a country could continue to borrow so long as the internal rate of return on new
investment is higher than the interest rate (Joshi and Little, 1994).

As external debt represents the cunmulative evolution ol external current account pasition and as it in-
fluences the prospective level of current account, constant monitoring of the evolving current account
situations keeping in view the medium term perspective, would be necessary. In one sense, the resource
gap would be reflected through the current account deficit which is inextricably linked to export prospects.
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Box X-3 (Contd.)

In other words, in the long-run exports must eventually pay for imports, According to (his view, as long
as the rate of interest on foreign borrowing is tower than the rate of growth of exports, a country can
afford to have a positive resource gap with a limited debt-to-export ratio as shown below

3
g = (x-1)zorz :___L__
(x-1)
Where g= resource gap, x= rate of growth of exports. i= rate ot interest, and z= debt-export ratio. In
case the terms of trade remains unchanged, the ratio of debt-to-exports would stabitise when the real
growth of exports is higher than the real interest rate on borrowing (Joshi and Lictle, 1994) i.¢. when

. /

(g volex - r¥)

where d = external debt-gdp ratio, z = non-interest debt-creaung current account deficit, g.volex =
growth rate of the volume of cxports and ™ == real interest rate on forcign borrowing.

Having discussed the broad criteria that governs debt sustainability, there still remains the issue concerning
the determination of optimal level of debt i.e., the size of debe that a country could ideally have in
consonance with its growth potential. The proponents of optimality consider that a country could borrow
(to bridge the gap between domestic saving and investment) until the marginal product of capital becomes
negated by the cost of borrowing. The underlying principle is that if the rate of return is lower than the
cost of borrowing, then it icads to a decline in GDE which renders it difficult to service the accumulation
of debt in the long run.

In a broader context, optimal horrowing has been perceived as that level of borrowing at which total
costs by and large offset toial benefits. The total costs (apart from interest cost) include a possible
reduction in domestic saving ratio in the wake of reliance on external finance while the benefits of
external finance include (apart trom financing investment projects), achievement of an optimal inter
temporal consumption patteras particultarly, in years of export shortfalls.

In the literature, two nrjor preconditions viz., hquidity aid solvency have also been discussed vis-a-viy
the sustainability issue. Solvency means that the present value of the country’s net income is more than
the debt obligations while liquidity refers o the ability to meet the short-term gaps in the balance of
payments. These efforts recognise the swin role of external finance, viz, financing foreign exchange
shortages arising out of [ong-term structural problems as well as bridging shore-term balance of payments
paps. The distinction brought oul by these two concepts is, however, hard to reconcile because a country
could face problems of liquidity in the wake of shortages of ready cash in meceting its external payment
obligations cven though its macro fundamentals could display solvency.

Recent developments in the literature (Danicl Cohen, 1984) indicate that solvency need not require full
payment of the debt and coutinued borrowing may be possible in case a country accomplishes the needed
adjustment process. Conventionally, measures ol solvency of developing countries usually rely on such
indices as debt-export or debt-GNF ratios. The underlying rationale is that, to be solvent, a country must
eventually pay back all its debt. In the hight of this revelation, efforts were made to evolve a set of debt
indicators together with indicators of general cconomic performance which includes the debt service
ratio, the reserves-import ratio, the debt-to-export ratio, the debt-10-GDP ratio, the ratio of amortisation
to exports of goods and services, the ratio of interest payments to exports of goods and services, the ratio
of interest payment to GDP and the ratio of net external debt to GDP. Further, when a country fully and
promptly services all its debt-servicing obligations, its debt would enjoy a high market value. The latter,
therefore, becomes another important indicator of country’s credibility.

There are no ceilings fixed for any of these ratios. Generally, these indicators are used to measure the
degree of debt thirough inter-country comparisons. Such c¢fforts, however, may prove inadequete in the
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Box X-3 (Contd.)

wake of countiies displaying wide divergences in the degree of openness, magnitude of external payments
and other macro cconomic performance indicators.

Another major factor thai is of paramount relevance for a developing country’s debt managemcat strategy
ts the composition ol debu (in terins of relative costs of components) as well as the nature of debt i.e.
whether the intlows are debt creating or non-debt creating.

ot wltmiae analysis, tie suceess of an external debt management policy, vitally depends upon two
major factors viz., the optunal level of debt that could be contracted during a period and the efficiency
with which it is used. The size of the external debt that a country could sustain mainly depends on the
absorptive capacity of the economy and the ability to service debt without rendering the balance of
payments position difticult. This basically depends upon prudent macroeconomic management through
co-ordivated policy efforts particularly in the fiscal, monetary and balance of payments areas. Eventually,
a debt driven growth strategy, to become successful, should ideally satisfy the conditions of liquidity,
solvency and productivity which inter alia encompasses (a) meeting the payment commitments at all
times (b) operation of projects financed by foreign borrowing profitably and competitively and (c) ability

to earn sufficient foreign exchange.
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V1. Exchange Rate Developments

The rupee remained broadly stable vis-a-vis
the U.S. dollar during 1994-95. During the first
seven months of the year there had been a
growing surplus of foreign exchange in the
market, brought about by buoyant exports and
the sharp rise in private transter receipts on the
onc hand, and capital inflows through foreign
direct mvestment and portfolio investment on
the other. This was absorbed by the Reserve
Bank’s purchases which were aimed at protecting
the export competitiveness and consolidating the
foreign exchange reserves of the Bank. In the
subsequent months, however, rising imports
following the industrial revival and a
deceleration in foreign capital inflow,

particularly since November 1994, reduced the
surplus in the market resulting in a sharp fall in
the Reserve Bank’s purchases of foreign
exchange from US $ 8.7 billion during April-
October 1994 to US $ 1.7 billion during
November 1994 - March 1995. The rupee came
under pressure in March 1995, touching a low
of Rs.31.9700 per U.S. dollar, when the supply
of foreign exchange was affected by a temporary
drying up of foreign remittances due to closure
of markets in the Gulf region and pre-budget
expectations, as also by rise in demand due to
seasonal spurt in imports. The rupee recovered
thereafter despite the Reserve Bank’s negligible
presence in the market. During the first quarter
of 1995-96 the rupee remained broadly stable
at around Rs.31.4000 per U.S.dollar.
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During 1994-95, the rupee depreciated
against the currencies of most of India’s trade
partners and competitors barring a few
exceptions. The currencies against which the
rupee strengthened are the Canadian dollar, the
Indonesian rupiah, the Bangladeshi taka, the Sri
Lankan rupee and the Pakistan rupee (Table
X-12).

The rupee’s weakness against the major cur-
rencies other than the U.S. dollar is further vin-
dicated by the monthly average rates (Table
X-13). These have, by and large been on the
decline with the maximum depreciation
occurring in March 1995 when the rupee’s
weakness against the U.S. dollar was
exacerbated by the U.S.dollar’s own weakness
in the international currency markets.
Contributing to the dollar’s weakness were
tactors such as the huge U.S.- Japan trade
deficit, weakness in the U.S. financial market
due to the Federal Reserve’s lagged response to
the rising U.S. inflation rates, the dollar-selling
pressure from the central banks of Mexico and
Brazil, and the safe haven appeal of the Deutsche
mark amongst the weak European currencies.

Retlecting the rupee’s weakness against
India’s major trade partners, the Nominal
Zffective Exchange Rate of the Rupee (NEER)
based on a thirty-six country export weighted
index reversed the preceding year’s uptrend,
depreciating by 7.8 per cent in March 1995 over
its level in March 1994, The strong NEER
depreciation more than compensated for the
adverse intlation differential between India and
the rest of the world and the rupee marginally
weakened by 0.6 per cent in terms of the Real
Effective Exchange Rate (REER) over its level
m March 1994, (Statement 229, Volume II).

The forward foreign exchange market in
India which had hitherto been insulated from
changes in the financial markets, governed as it
were by forces of demand and supply. has shown
definite signs of being drawn into the continuum
encompassing the various financial markets.

With the deregulation of lending rates in Octo-
ber 1994, there appears to be a nebulous link
between the inter-bank premia and the prime
lending rate adjusted for inflation differentials.
Increased recourse to swaps by commercial
banks flush with foreign exchange to tide over
their liquidity shortage and to meet their reserve
requirements has also brought about a positive
correlation between the swap premia and the call
money rates. While the spot rates have been
more or less stable, the swap premia has been
generally on the rise. As a result, forward rates
have so far been poor indicators of the future
spot rates. The swap premia have been rising
steadily since August 1994 with the monthly
average rate for the three-month and six-month
swaps registering a rise of 6.04 per cent and
5.32 per cent respectively in March 1995 over
the levels in March 1994. The inter-bank swap
premia breached the 8 per cent level during the
first week of April 1995 but have in gencral,
been on a downward trend during the first
quarter of 1995-96. (Statement 230, Volume II).

VII. International Monetary Developments!

The world economy progressed further on
the way to recovery during 1994, and output
growth improved to 3.6 per cent in 1994, from
2.5 per cent in 1993. The stronger growth was
contributed by economic expansion in most of
the industrial countries, and continuing robust
growth in a number of developing countries. The
world output is projected to grow by 3.7 per
cent in 1995 and strengthen further to 4.1 per
cent in 1996.

Domestic Activity
Industrial Countries
The industrial countries as a group registered

a strong recovery in output growth to 3.1 per
cent in 1994, compared to 1.1 per cent in 1993,

1. This section is based upon the information contained
in IMF’s World Economic Outlook, October 1995,
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Output growth in 1995 is estimated to slow down
to 2.5 per cent and decline marginally to 2.4
per cent in 1996, The economic recovery in
industrial countries as a group during 1994 was
mainly driven by strong expansionary trends in
the United States, the United Kingdom,
Germany, Canada. Australia and New Zealand.
The output growth in the United States at 4.1
per cenr was contributed by strong domestic
demand, coming mainly from business
investment.

Most of the other leading industrial coun-
tries recorded higher real GDP growth during
1994 than in 1993. Japan's output, however,
recovered only modestly by 0.5 per cent in 1994
as against a marginal decline in the year before.
The recovery in Japan remains under doubt as
domestic demand has suffered a set back and
exports have declined in the wake ot the
continued appreciation of the yen, especially
against the US dollar.

The most remarkable achievement of in-
dustrial countries consisted ol achievement
of reasonable price stability. The consumer
price inflation in industrial countries declined
from 2.9 per cent in 1993 to 2.3 per cent in
1994, reflecting pre-emptive tightening of
monetary policy to prevent an acceleration
of intlation. During 1994, the highest infla-
tion rate among the major industrial coun-
trics was in Italy (4.0 per cent), followed by
Germany (2.7 per cent) and the United States
(2.6 per cent).

As some of the major industrial countries
have advanced steadily on the growth path, the
fear of excess demand fucling intlation has made
the monctary policy less accommodative in
industrial countries i 1994, In the United Stares,
moncetary policy was tightened during 1994 and
carly 1995, The key federal funds rate. the cost
of overnight money for banks, was increased
by 3 percentage points to 6.0 per cent between

February 1994 and February 1995, while the
discount rate, charged by the Federal Reserve
for loans to banks, was moved up to 5.25 per
cent. The US Federal Reserve, however, began
undoing the interest rate increases i July 1995,
for maintaining the strength of the cconomic
recovery. While the federal funds rate was cul
down to 5.75 per cent. the discount rate was
kepro unchanged. In response to the continuimyg
weakness of recovery, monetary policy in Japan
was cased further, with the Bank of Japan
reducing its official discount rate to 1.0 per cent
in April 1995, and further to a historic low of
0.5 per cent in carly September 1995, The
Bundesbank, in order to curb the steep rise in
its currency, reduced its discount rate to 4.0
per cent in March 1995, while keeping the
Lombard rate unchanged at 6.0 per cent. In
August 1995, the Bundesbank adjusted the
interest rates downwards again, when the
discount rate was reduced to 3.5 per cent and
Lombard rate to 5.5 per cent. In European
countries there has been casing of monetary
policy to provide further support to the recovery.
Strong recovery of the cconomy and risi.g
import prices and producer prices promricd the
United Kingdom to tighter monetary conditions
since September 1994, in upite of low inflation
rate. The base rates were raised in three steps
in September 1994, December 1994 and
February 1995 to 6.75 pe2r cent so as to pre-
empt inflationary resurgence. The short term
interest rates in the indus'rial countries on the
whole moved downward, with the average in
the seven major industrial countries. declining
from 4.9 per cent in 1963 to 4.6 per cent in
1994, The long-term interest rates, however,
edged up to 6.8 per cent ir- 1994, from 6.2 per
cent in 1993,

The broad money growth in the major
industrial countries declined to 1.9 per cent in
1994 from 3.3 per cent 1 1993, The narrow
money growth also decline 1 to 3.7 per cent in
1994 from 8.4 per cent in 1)93.
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Developing Countries

The developing countries (excluding the
countries in transition) improved their GDP
growth rate marginally to 6.2 per cent in 1994,
compared to 6.1 per cent in 1993. The IMF
expects the output in developing countries, as a
group, to grow by 6.0 per cent in 1995. The
outlook for developing countries had worsened
during early 1995 as a number of these countries
had resorted to tightening of policies in the wake
of the Mexican financial crisis, which had result-
ed in a slowing down of capital tflows to
developing countries.

The output growth in developing countries
of Africa increased to 2.6 per cent in 1994 (0.8
per cent in 1993), helped by the implementation
of structural reforms and stabilisation
programmes in a number of countries belonging
to this group. Asia continued to be the fastest
growing region among the developing countries,
even though its GDP growth declined marginally
to 8.5 per cent in 1994, compared to 8.7 per
cent in the year before. The growth of real output
declined substantially in Middle East and Europe
to a mere 0.3 per cent in 1994 (3.6 per cent in
1993), mainly as a result of decline in output
level in Turkey at the rate of 5.5 per cent in
1994, and a sharp slowing down in Kuwait. The
economic developments in this region crucially
depend on the recovery of oil prices, which
declined further in 1994. The Western
Hemisphere improved its average output growth
to 4.6 per cent in 1994 from 3.3 per cent in
1993. The repercussions of the financial crisis
in Mexico are likely to pull down the growth
rate for this region in 1995.

The average consumer price inflation for
developing countries, rose to 48.1 per cent in
1994 from 43.1 per cent in 1993, with all the
regions experiencing increases in price levels.
The consumer price inflation in Africa increased
from 27.9 per cent in 1993 to 32.9 per cent in
1994. In Asia, the increase in prices by 13.5
per cent in 1994 as against 9.4 per cent in 1993

reflected the sharp upsurge in prices in China
by 21.7 per cent in 1994 compared to 13.0 per
cent in 1993. The Western Hemisphere contin-
ued to face the highest inflation rate of 226.7
per cent in 1994 as against 212.2 per cent in
1993, mainly contributed by a four-digit intla-
tion.in Brazil. The countries in Middle East and
Europe also witnessed increase in inflation to
32.3 per cent in 1994 from 24.5 per cent in
1993.

Countries in Transition

The progress with stabilisation measures and
institutional and structural reforms has brought
about economic recovery among an increasing
number of countries in transition. The output
for the region as a whole declined at a lower
rate of 3.8 per cent in 1994, compared with 6.1
per cent in 1993. The output growth in countries
such as Albania, Estonia, Poland, Slovak
Republic and Slovenia is estimated to have
reached or exceeded 5 per cent in 1994. The
economic activity has shown signs of
improvement with positive growth rates in Czeck
Republic, Hungary, Latvia, Lithuania and
Romania. The consumer price inflation for the
central and eastern European countries declined
t0 203.2 per cent in 1994 from 458.8 per cent in
1993.

The economic activity continued to be
swrggish in Russia and countries belonging to
Transcaucasus and Central Asia. In Russia, GDP
fell by 15.0 percentin 1994 over and above the
fall of 12.0 per cent ¢ 1427 The worsening of
economic conditions in Russia durdaig 2710 s
mainly attributed to the relaxation of fiscal
adjustment etforts. The loosening of tinancial
policies also resulted in edging up of inflation,
with consumer prices in Russia increasing three-
fold in 1994.

For the countries belonging to the Trans-
caucasean and Central Asian region, output
declined by 16.2 per cent in 1994, as compared
to 11.2 per cent in the year before. The con-



price inflation for this region reigned at o
tremely high levels becanse of tardy pace of
reforms.

International Trade and Payments

The world trade volume m 1994 jnereased
by an unprecedented 8.7 per cent, as compared
with 3.9 per cent in 1993 Thiy reflerts o pick
up in cconomic actuvity industrial countiics
leading to enhanced export and impaort volumes.
The world trade growth is expecred to slow down
1o 7.9 per cent in 1995, in view of the likely
moderation of economic activity in industrial
countries.

The export volume in industrial countries
grew at a substantially higher rate of 8.1 per
cent in 1994 (2.5 per cent in 1993), while import
volume increased by 9.2 per cent in 1994 (1.1
per cent in 1993). The volume growth ol exports
of developing countries increased to 11.3 per
cent in 1994 from 7.3 per cent in 1993, whereas
the import volume growth declined from 9.3 per
cent in 1993 to 8.5 per cent in 1994,

The combined current account deficit of the
industrial countries in 1994 amounted 10 $ 6.3
billion in contrast to the surplus of $ 28.8 billion
in 1993. The external current account deficit of
the United States continued to rise and reached
$ 151.2 billion in 1994, trom $ 99.9 billion in
1993. The US deticit may suffer in the short
run on account of reduced exports to Mexico
and is likely to widen to $ 175.9 billion in 1995,
The current account surplus of Japan was
marginally lower at $ 129.1 billion in 1994
compared with $ 131.4 billion in 1993, This
situation may continue in 1995 as well. The
current account deficit of Germany increased to
$ 20.6 billion in 1994, compared with $ 15.6
hithion in 1993 and is expected to decreas2 to
$ 16.5 billion in 1995,

The combined current account deficit or
developing countries declined from % 98.5
bitlion in 1993 (8.1 per cent of exports of goods
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and services) 1o $ 68,4 bitlion i 1994 (4.9 per
cent of exports of goods and services). rellect-
ing mainly the decrease in deticits in Asia and
Middle Fast and Lwrope, while e deticit
creased further for the Western Hemisphere . The
deticitis expected o decline furthier 1o $
0./ biliton 1o 1995 ¢hu per cenc ol exports ol
soods and services).

The terts of frade of developing countries
improved marginatly by 0.5 per cent in 1994,
While the terms of trade of fuel exporting
countries improved by 4.3 per cent, that of non-
fuel exporters noproved margmally by 0.1 per
cent. Industrial countries’ terms of trade
improved by | 1 per cent.

Developments in Exchange Rates of Major
Currencies

During 1994 and carly 1995, the US dollar
weakened sharply against the Japanese yen and
the deutschie mark, to lowest levels reached in
recent years on an effectuve basis. The persisting
weakness of the US dollar has raised concerns
about future inflationary pressures in the US
economy. The US dollar has suffered trom the
persistence of high current account deficit raising
concerns about its financing requirements and
poor prospects of further reductions in the US
budget deficit. The weakness of the US dollar
also reflected adverse effects of the economic
erisis in Mexico and shifts in market perceptions.
The US dollar had gained some strength against
the deutsche mark in March this year with
Bundesbauk fowering its ofticial rates. It also
strengthened against the yenr in mid-July,
following the easing of monetary conditions in
Japan, supported further by the intervention in
the foreign exchange markets by the Bank of
Japan. Against the Canadian dollar and some
Luropean carrencies, the US dollar maintained
iy strength. Between end- 1994 and carly-August
1995, the US dollar depreciated by
approximately [0 per cent ngainst the Japanese
yen and the deuische mark. The Japanese yen
appreciated against the US dollar and several
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other currencies, including the deutsche mark,
reflecting Japan’s large current account surplus.
The Japanese yen has appreciated by 16 per cent
in nominal effective terms between end-1994
and early April 1995.

Among the European currencies, the
deutsche mark continued to strengthen against.
apart from the US dollar, several European
currencies including the Italian lira, the Swedish
krona and the pound sterling, and, to a lesser
extent, against the French franc. The deutsche
mark appreciated by 10 per cent against the US
dollar and by 4 per cent in nominal effective
terms from end-1994 to April 1995, The
Exchange Rate Mechanism (ERM) witnessed
currency pressures early this year, reflected in
increased official interest raies in a number of
European countries. The strains resulted in the
devaluation of the central parity of the Spanish
peseta and Portuguese Escudo in the first week
of March. Increased political uncertainties, fiscal
difficulties and associated concerns about
inflation have contributed to downward
pressures on the lira, the peseta, the krona and
the sterling, bringing them to record lows against
the deutsche mark. The exchange market
tensions have, however, subsided in recent
months, and several currencies, including the
French franc, the Spanish peseta, have reversed
their declines against the deutsche mark. The
[talian lira and the Swedish krona have aiso
appreciated, thus offsetting some of their earlicr
declines.

European Economic and Monetary Union

The European Exchange Rate Mechanism
(ERM) was remarkably tension-free¢ in 1994
The lowering of the German interest rates, th.
tendency towards convergence of the inflaticr
differential among European countries anc the
return of the French franc towards the centre of
the widened exchange rate band were significant
tactors that helped restore confidence in he
ERM. Except on one occasion, exchange ra.2s
fluctuated within the 8 per cent of the par.i,

the permitted limit being 15 per cent.

The ERM experienced the first real test ot
the new wide band arrangements in March 1995
when both the Spanish peseta and the Portuguese
escudo were devalued. While the peseta’s central
rates were realigned by 7 per cent, the escudo
was devalued by 3.5 per cent. The currencies of
Belgium, France, Denmark and Ireland also
came under some pressure forcing the monetary
authorities of these countries to raise interest
rates. A cut in German interest rates on March
30, 1995 contributed to the subsiding of tensions
in the ERM in early April.

International Reserves

During 1994, the growth in global inter-
national reserves (excluding gold) slackened to
7.3 per cent from 9.1 per cent in the previous
year (Table X-14). The reserve holdings of
industrial countries recorded a higher growth
of 4.9 per cent to SDR 433.8 billion in 199+
compared to 4.2 per cent in 1993, while thc
reserves of developing countries grew by a mucii
lower rate of 10.2 per c2nt as against 15.6 puer
cent rise in 1993 to SDR 378.9 billion. Amony
the industrial countries, Japan experienced th:
maximum growth of reserves of SDR 14.5 billicn
to SDR 86.2 bill'on. Germany’s 1eserves
declined by SDR 3.5 bhillion during the year.

In the first quarter of 1995, the world non-
gold reserves decreased by 1.8 per cent to
SDR 798 billion. The reserves of industrial and
developing countrier de:lined by 0.2 per cent
and 3.6 per cent, respectively, to SDR 432.9
biilion and 365.1 biliion, respectively.

Among the compo.ents of international non-
gold reserves, foreign ¢xcnange reserves totalled
SDR 765.2 Lillicn at ead 1994, a growth of 7.8
per cent over the vear. During 1994, the foreign
exchunge reserves of industrial countries
increesea by SDR 20.2 oilhor or 5.4 per cont
while those 0. developirg countries increas d
by SL:R 3349t llion or 1.4 per cenc.
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The reserve position in the Fund for all
member countries recorded a further decline of
SDR [.1 billion in 1994, the same as in 1993.

Between end-June 1994 and end-June 1995,
the position in the SDR Department ot other
holders improved to SDR 1,057.6 million from
SDR 167.6 million.

External Debt Situation

At the end of 1994, the total external debt
of developing countries (excluding IMF credit)
stood at $ 1,704.7 billion, having increased by
8.5 per cent during the year (Table X-15). The
IMF estimates that in 1995, total external debt
of all developing countries will increase {urther
to $ 1,852.1 billion.

During 1994, most of the developing country
groups witnessed increases in their total external
debt. The increase in debt was the highest in
Asia ($ 63.4 billion), followed by Western
Hemisphere ($ 47.6 billion). The debt indicators
worsened further for the African region, while
improving marginally for the other developing
country groups.

The ratio of total debt to export earnings, in
dollar terms, of the developing countries
declined to 123.0 per cent in 1994, from 128.6
per cent in 1993. The debt-export ratio decreased
for Asia and the Western Hemisphere, while it
increased for Africa from 269.5 per cent in 1993
to 276.5 per cent in 1994, and for Middle East
and Europe from [51.4 per centin 1993 to 152.3
per cent in 1994,

The ratio of external debt to GDP for
developing countries decreased marginally to
33.0 per cent in 1994 (33.1 per cent in 1993).
While the developing countries of Middle East
and Europe and Western Hemisphere witnessed
improvements in their debt-GDP ratios, the ratio
went up for Africa and Asia.

The debt service ratio for the developing

countries, as a group, decreased to 15.0 per cent
in 1994, trom 15.2 per cent in 1993, reflecting
in part, an increase in interest rates during 1994.
Across regions, this ratio worsened further only
for Middle East and Europe, while improving
for the other regions.

During 1994, further progress was madce in
debt-rescheduling agreements, with Paris Club
adopting a more flexible approach in providing
for 67 per cent of reduction in official bilateral
debt for most low-income countries. Scveral
countries, including Combodia, Chad, Guinea-
Bissau, Togo, Bolivia, Nicaragua and Uganda
were offered upto 67 per cent net present value
reduction in debt-servicing by Paris Club
creditors. The commercial bank creditors also
reached agreement with Ecuador for reduction
in its commercial bank debt and interest arrears.

International Monetary Fund
Use of IMF Resources

During the year 1994, gross disbursements
by the IMF (i.c. members’ purchases) out of
the General Resources Account remained
unchanged at the 1993 level of SDR 5.0 billion.
But net disbursements fell sharply to SDR 0.4
billion from SDR 1.2 billion in 1993, with
repurchases being higher at SDR 4.6 billion in
1994 than SDR 3.8 billion in the previous year
(Table X-16).

Facility-wise, the gross disbursements under
short-term stand-by arrangements increased
substantially to SDR 1.83 billion in 1994 from
SDR 1.05 billion in 1993, In contrast, drawings
under extended arrangements (EFF) decreased
sharply to SDR 0.9 billion from SDR [.85
billion. Similarly, drawings under the
Compensatory and Contingency Financing
Facility (CCFF) declined to SDR 0.31 billion
from SDR 0.71 billion in 1993. Lending undcr
the temporary Systemic Transtormation Facility
(STF) created in April 1993 increased (o
SDR 1.9 billion in 1994 from SDR 1.4 billion
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in 1993. Since May 1, 1995, the first drawings
under the STF can no longer be made, but mem-
bers that have had a first drawing approved by
then are eligible for a second drawing by end-
December 1995.

Gross disbursements to low income countries
at concessional terms under the Structural
Adjustment Facility (SAF) and Enhanced Structural
Adjustment Facility (ESAF) arrangements more
than tripled to SDR 0.91 billion in 1994 from
SDR 0.27 billion a year ago.

During the first half of 1995, total purchases
amounted to SDR 8.7 billion (of which Mexico’s
share alone was SDR 5.3 billion) and repurchases
accounted for SDR 2.1 billion respectively. The
net purchases during this period increased to SDR
6.6 billion from SDR 0.1 billion in the same pe-
riod of 1994 (Table X-16).

As at end of June 1995, total Fund credit
and loans outstanding were SDR 37.0 billion
which inciuded SDR 32.3 billion from the
General Resources Account, SDR 4.6 billion
under SAF and ESAF arrangement and
SDR 101.8 million under Trust fund loans.

SDR Allocation and SDR Interest Rate

The SDR (Special Drawing Right) is an
international reserve asset created by the IMF
and allocated to its members participating in the
SDR Department. SDR is also a unit of account.
Total allocation during the period 1970-81
aggregated SDR 21.4 billion. Since then no
further allocation has taken place. The interest/
remuneration rate on the SDR is calculated
weekly and is equal to the weighted average
interest rate or yield on specified short term
instruments in the money markets of the US,
the UK, France, Germany and Japan, whose
currencies comprise the SDR valuation basket.
In tandem with the movements in short-term rates
in these countries, the SDR interest/
remuneration rate, after declining from an
average of 6.48 per cent for the quarter ended

June 1992 to 3.98 per cent for the quarter ended
March 1994, increased steadily to 5.00 per cent
for the quarter ended March 1995 before de-
clining to 4.71 per cent for the gquarter ended
June 1995 (Table X-17).

Rate of Charge, Overdue Obligations and
Burden Sharing

The rate of charge and the rate of
remuneration are both set in proportion to the
weekly SDR interest rate. For IMF's fiscal year
1995/96 (May 1995-April 1996), the basic rate
of charge for the use of ordinary resources of
the Fund has been fixed at 102.5 per cent of
SDR interest rate. The rate of charge, fixed
initially at 115.1 per cent for 1994/95, was
retroactively reduced to 112.0 per cent in view
of the Fund’s favourable net income position,
which exceeded the target amount of SDR 85
million in 1994/95 by SDR 109 million owing
to the higher use of Fund credit, the rise in SDR
interest rate and a lower value of administrative
expenses in SDR terms.

The basic rate of charge and the rate of
remuneration together with the adjustments on
account of Deferred income, Special Contingent
Account-1 and Special Contingent Account-2 for
the four quarters ended April 30, 1995 are
provided in Table X-18.

As of end-April 1995, the overdue finan-
cial obligations for six months or more amounted
to SDR 3.0 billion in respect of eight members
- Bosnia and Herzegovina, Iraq, Liberia, Serbia
and Montenegro, Somalia, Sudan, Zaire and
Zambia. The overdue financial obligations were
lower at SDR 2.87 billion as of end-April 1994.

The total reserves (general and special
reserves) of the Fund totalled SDR 3.2 billion
as at the end of April 1995, composed ot general
reserves - SDR 1.79 billion and special reserves
under two Special Contingent Accounts - SDR
1.37 billion. The general reserves of the Fund
stood at SDR 1.70 billion a year earlier.
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World Bank Group’

During the World Bank year 1995 (July 1994
to June 1995), the Bank played a vital role in
helping countries design and implement policics
aimed at expanding their markets and
strengthening their economics, attracting private
capital and gradually integrating with the world
economy. The use of the Bank’'s guarantec
powers became a wajor operational tool during
1695,

Efforts were continued to reduce the debt
burden of severely indebted poor countries
through support for policy reform, provision of
IDA credits, extraordinary IDA allocation for
countries engaged in debt workouts. “Fifth
Dimension” allocations, funding from the Debt-
Reduction Facility for IDA-only countries to
reduce commercial debt, and technical assistance
for debt management.

Twenty-five countries have phased out their
reliance on World Bank lending. The Republic
of Korea is the first country cver to have
progressed from being a purely concessional
borrower from IDA to being an IDA donor apart
from ceasing to rely on World Bank lending.

During the year, the total membership of
IBRD increased to 178 following the joining of
Eritrea, while the total membership of IDA was
brought to 158 with the joining of Eritrea and
Azerbaijan Republic.

In 1995, commitments by the World Bank
(IBRD and IDA combined) at $ 22.5 billion
showed an increase of 8.1 per cent as against a
decline of 12.1 per cent in 1994 (Table X-19).
Adjustment lending increased to 24 per cent of
Bank commitments, compared with 12 per cent
in the previous year. It included $ 1,395 million
in rehabilitation-import loans and $ 375 million
in debt-reduction loans. IBRD commitments
increased to $ 16.9 billion from $ 14.2 billion a

L. Source : World Bank Annual Report, 1995.

year earlier, whereas IDA comminmenis declined
o $ 5.7 billion from $ 6.6 billion the previous
year.

Assistance to the poorest countries ( with a
per capita gross national product of' $ 695 or
less in terms of 1993 US dollars) was $ 3,770
million from IBRD and $ 4,715 million from
IDAL totailimg $ 8,485 naliion thas liscal veal
as compared with $ 2.690 million from [BRD
and $ 5,939 million from IDA | totaliing $ 8,629
million in 1994,

International Bank for Reconstruction and
Development (IBRD )

Lending commitments of th2 TBRD
amounted to $16.853 million in fiscal 1995, an
18.3 per cent increase over $ 14,244 million of
the previous year. Mexico was the largest
borrower ($ 2,387 million) followed by China
($ 2,370 million) and Russia ($ 1,741 miltion).
India received $ 1.12 billion (6.6 per cent) in
1995 as compared with $ 0.09 billion (0.7 per
cent) in 1994, The sector-wise details of IBRD
loans to India are indicated in Table X-20.

Gross disbursements by the IBRD increased
by $ 2,225 million (or 21.3 percent) to $ 12,672
million from $10.447 million in 1994,
Disbursements were high in Europe and Cenrral
Asia, Latin America, Caribbean, East Asia and
Pacific regions. Net disbursements, cxcluding
prepayments, to current borrowers were $ 2,238
million, an increase of $ 2,175 nuiiion over
$ 963 million in the previous year.

At the end of 1995, the 1BRDs liquidity
amounted to a total $ 18.4 billion as compared
with $19.2 billion in the previous year.

‘The total medium-term and long-term (ML)
borrowing of IBRD in seven currencies
amounted to $ 9.0 billion with an average
maturity of 7.4 years and the average cost, after
swap, ol 6.32 per cent. At the end of 1995, the
outstanding MLT borrowing amounted (o
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$ 104.5 billion, or 96 per cent ($ 107.8 billion
or 97 per cent after swaps) of total debt
outstanding, with an average maturity of 5.6
years and average cost. after swaps, of 6.3 per
cent. At the end of 1995, the outstanding short-
term borrowings were $ 3.9 billion before and
after swaps, as compared with $ 3.3 billion the
previous year. The cost of borrowings was 5.85
per cent this year as against 4.94 per cent at the
end of 1994. Short-term and variable rate
funding aggregated $ 4.3 billion equivalent,
representing about 3 per cent of total outstanding
debt.

On June 30,1995, the total subscribed capital
of IBRD was $ 176.4 billion or 96 per cent of
the authorized capital of $ 184 billion. During
fiscal 1995 twenty countries subscribed an
aggregate $ 6.4 billinn to the General Capital
Increase ( GCI ) of $ 74.8 billion. A total of
51,754 GCI shares ($ 6.2 billion), including
additional GCI shares allocated to new members
who joined the IBRD after 1988, remain to be
subscribed.

At the end of 1995, the reserve position was
$17.2 billion as against $ 14.8 billion the earlier
year. The reserves-to-loan ratio increased (o
14.3 per cent compared with 11.4 percent in
1994.

International Development Association (IDA)

During 1995 the lending commitments of
IDA stood at $ 5,669 million, a decline of $
923 million or 14.0 per cent from $6,592 million
the previous year. Disbursement from [IDA
amounted to $ 5,703 million, an increase ot $171
million or 3.1 percent over $ 5,532 million in
fiscal 1994. India was the largest borrower of
IDA credit ($ 945 million), followed by China
($ 630 million) and Vietnam ($ 415 million).
The sectorwise composition of IDA loans to
India is shown in Table X-21.

IDA is mainly funded by donor contributions
and such tunds are “replenished” by an

agreement among donors every three years. The
year 1995 was the second year of the [0th
replenishment of IDA (IDA-10), the size of
which was agreed upon at SDR 13 billion. The
total resources available for IDA-10 period
during fiscal 1995 amounted to SDR 3,829
million. Four meetings were held on the [1th
replenishment of IDA resources (IDA-11) during
1995. The fiscal constraints experienced by the
donor nations make it necessary to redouble
efforts to conclude a significant replenishment
of IDA resources.

For each fiscal year, IDA fixes the level of
commitment fee based on an annual review of
IDA’s financial position. [t continues to be zero
per cent for all IDA credits since 1989.

International Finance Corporation (IFC)

The International Finance Corporation
(IFC), established for promoting private
enterprise in the developing member countries,
registered a steady growth in 1995, The
significant sectors of growth for IFC during the
year were infrastructure (power, tele-
communications and transport), capital market
and privatization.

The total financing for IFC’s own account
has increased by an average annual rate of 16
per cent over the last four years. The 1FC
approved $2.9 billion for 212 projects for its
own account, compared with $ 2.5 billion for
231 projects in fiscal 1994, Its resource
mobilization activity recorded an approval of
$ 2.6 billion in financing through loan
syndications and underwriting of securities
issues and investment funds. The Corporation’s
approved projects had total investment cost of
$ 18.9 billion which meant that other lenders
and investors provided $ 5.56 for every dollar
approved by IFC. Projects were approved in 67
countries as against 65 countries in the previous
year. New commitments signed during the year
aggregated to $ 2.4 million as compared with
$1.8 million in 1994. Disbursements increased
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to $1.8 billion trom $ 1.5 billion the previous
year and IFC’s total disbursed portfolio reached
$ 7.3 billion as of June 30,1995, IFC borrowed
$ 2.4 billion in the international market and
$ 45 million from IBRD. Its nct income in 1995
was $188 million, compared with $ 258 million
in the carlier year. It earned a return of 5.5 per
cent on its net worth, which reached $ 3.6 billion
at June 30,1995,

The joining of Armenia, Georgia, Moldova
and Tajikistan in 1995 has increased the
membership of 1FC to 165.

Multilateral Investment Guarantee Agency
(MIGA)

In 1995, MIGA’s net income betore
provisioning increased by 140 per centto $ 12.8
miilion, while the net income after provisioning
increased by 64 per cent to $ 2.6 million. The
year witnessed better results for MIGA’s guar-
antee programmes compared with those in 1994
with respect to (a) number of contracts executed
(54 against 38), (b) total amount of coverage
issued ($ 672 million compared with $ 372.6
million), (¢) number of developing countries
benefitted (21 as against [4) and (d) the income
earned from premiums and commitment fees
($ 14.4 million as against $ 9.9 million). In
addition, there were 7 commitment letters
outstanding with $ 210 million in potential
coverage, compared with 5 commitment letters
for potential maximum coverage of $ 167 million
outstanding as of June 30, 1994. The contracts
issued in 1995 tacilitated total direct investment
of about $ 2.5 billion and created an estimated
8,800 jobs in developing member countries.

MIGA introduced significant amount of

coverage ($ 142 million) for infrastructure
investments, inclusive of its tirst power and toll
road projects.

In order to promote private investment,
MIGA ofters technical assistance to developing

member countries through direct support of

investment-promotion activities, dissemination
of information on investment opportunities, and
capacity building of Investment Promotion
Agencies (IPAxs), so that they can attract foreign
direct imvestment in the most effective way.
Wherever possible. MIGA seeks 1o support
activities on a sectoral and multicountry
hasis. Two major conferences of this nature were
organized during 1995 — for the tourism scector
in the Middle East and the mining sector in Sub-
Saharan Africa.

The number of member countries of the
MIGA increased from 121 to 128 in 1995,
Twenty-four countries are 1n the process of
fulfilling membership requirements.

Asian Development Bank (ADB)

During 1994, the Asian Development Bank's
total approvals ot new loans and investments
amounted to US $ 3,737.4 million, comprising
loans of US $ 2,509.8 million from ordinary
capital resources (OCR), US $ 1,176.7 million
from the concessional Asian Development FFund
(ADEF) and US $ 50.9 million of cquity
investments (Table X-22). Almost the entire
loans were to governments or were guaranteed
by governments. Sectorwise, the transport and
communications sector was the major arca of
Bank lending, followed by energy. agriculture
and agro-industry and social infrastructure.
Countrywise, People’s Republic of China was
the largest recipient of ADB loans followed by
Indonesia. In 1994, the lending volume declined
by 29 per cent with ADB stressing more on the
improvement of the quality of its projects.

During 1994, loan disbursements increased
by a record 25 per cent to § 3,688 million; OCR
disbursements were higher by 24 per cent at US
$ 2,501 mitlion and ADF disbursements 28 per
cent higher at US $ 1,187 million. Following
the completion of 88 projects in 1994, the total
number ot completed projects increased to 903
out of 1,223 projects approved as of end-1994.
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The net transfer of resources (disbursements
minus capital repayments, payments of interest
and other charges, plus equity investments) to
the developing member countries (DMCs)
increased by 18 per cent to US $ 1.100 million.

The ADB’s authorised capital as at end-1994
stood at US $ 50,789 million, of which US $
30,151 million was subscribed. The ADB
membership rose to 55 with the joining of
Kazakhnn and Kyrgyz Republic.,

VIID) isevelopments relating to Exchange
Control (April 1994 to August 1995)

i) With effect from July 5, 1995, the
authorised dealers have been permitted to release
exchange for visits abroad for business,
participation in overseas conterences / seminars,
specialised training, medical trearment and
studies, even beyond the scales and the durations
prescribed by the bank provided they are satisfied
about the bonafides of the application and the
need for releasing the exchange at the higher
rates.

i1) The export/trading/star trading/super star
trading houses were allowed, with the
permission of the RBI, to make advance
payments 1o the overseas suppliers by utilising
the funds in their Exchange Earners Foreign
Currency (EEFC) Accounts upto S per cent of
their export realisation of the previous year,
through a branch of an authorised dealer to be
designated by them for this purpose.

i) Settlement towards payments of import
of sugar, fertiliser and pulses for any of the ACU
countries were allowed to be made outside the
ACU mechanism in any permitted currency.
Indian exporters have also been permitted to
accept payment in free foreign exchange in
respect of their exports to ACU countries
nrovided such payment is voluntarily offered by
the importer in ACU country.

iv) Off-line carriers and their General Sales

Agents in [ndia. with appropriate permission
from the RBI, were permitted to stock and sale
their tickets to travellers in India and also remit
surplus fare collection without limit.

v) The Export Credit Guarantee Corporation
was permitted to provide non- fund based export
factoring zervices to the exporters holding its
policies. The Bank has also approved the scheme
evolved by SBI for providing internal factoring
services on “ with recourse” basis.

vii) The value limits up to which authorised
dealers and EXIM Bank can grant approvals at
pre-bid and post- award stages for proposals for
project exports were enhanced from Rs. 10 crore
to Rs. 25 crore for the former and from Rs. 50
crore to Rs. 100 crore for the latter.

viil) The requirement of declaration of
foreign currency brought into the country, to
the Customs Authorities would be applicable
where the aggregate value of the foreign
exchange brought in by travellers coming to
India, in the form of currency notes/bank notes
and travellers cheques at any one time cxceeds
US $ 10,000 or its equivalent and/or the
aggregate value of foreign currency notes
brought in at any time exceeds US $ 2,500 or its
equivalent. Accordingly, an incoming traveller
will have to declare the foreign currency notes/
bank notes brought in by them if the value
thereof exceeds US $ 2500/- or its equivalent
even though the aggregate value of the foreign
currency notes/bank notes and travellers cheques
does not exceed US $ 10,000 or its equivalent.

ix) Residents maintaining foreign currency
balances or holding other assets viz., foreign
currency securities or immovable properties
abroad which were acquired by them before July
8, 1947 and holding necessary permission/
licence issued by Reserve Bank for holding these
foreign currency assets as on the date of the
Notification issued by the Government of India
(July 6, 1994) would, henceforth, enjoy
complete freedom for holding and utilisation of
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funds held in such foreign currency accounts
and also for holding/disposal of overseas assets
as well as incomes earned on these balances/
assets or sale proceeds of such assets.
Accordingly, the conditions stipulated in the
respective letters of approval/licences in regard
to repatriation of balances in the accounts or
meomes like interest, dividend or sale proceeds
of the assets and submission of annual returns
to Reserve Bank will no more be applicable in
their cases. They can also make fresh investment
in overseas sccurities or immovable properiies
out of the funds without the permission from
Reserve Bank.

x) Residents who have acquired foreign
currency balances and overseas assets by way
of gift or inheritance from returning Indians
(1.c. persons who have returned India after a
nminimum coutinuous stay ahroad of not less
than one year as resident outside India) out
of their eligible funds/assets or from other
residents holding foreign currency balances/
assets acquired before July 8, 1947 with the
permission of RBI referred above will also
similarly enjoy complete treedom from
holding, utilisation and disposal of such

funds/overseas assets as well as utilisation of

income carned on these asscts, or sale
proceeds thereof, provided (a) tax, if any, has
been paid in India in respect of gift or
inheritances and (b) in the case of gilt, the
recipient donce is a relative i.e. husband,
wife, brother, sister or any lineal ascendant
or descendant ot the doner. Such persons i.e.
the recipient ot gifts will neither be required
to declare these foreign currency funds/assets
to RBI nor to repatriate the interest or income

earned thereon or the sales proceeds thereof,
They can also make fresh investments in
securities or immovable properties abroad
from out of the funds so gitfted or inherited,
without the prior approval of Reserve Bank.

x1) Authorised dealers have been permitred
to make remitrances towards import of drawing,
and designs up to Rs. 25 lakhs subject, mter alia,
to the condition that a confirmation is obtained
from the lndian companies, that Research and
Devetopment Cess payable in terms of Research
and Development Cess Act, 1947 has been paid,
before allowing the remittance.

xii) Reserve Bank of India have approved
the Scheme evolved by SBI Factors and
Commercial Services Pvi. Ltd. tor providing
“International Export Factoring™ services on
“inter recourse” basis.

xiii) Persons of Indian nationality/origin
residing abroad (NRIs) have been permitted to
bring into India gold in any form including
ornaments (other than ornaments studded with
stones and pearls) upto 5000 grams and silver
upto 100 kilograms as part of their personal
baggage once in six months. The duty on such
import is payable in foreign exchange. Persons
residing in India desiring to purchase such
imported gold/silver would need permission of
Reserve Bank for making payments in rupees to
the NRI seller. Reserve Bank has now granted
general permission to persons resident in India
to make payments in Indian rupees for the gold
/silver purchased by them, the amount of which
should be credited onty to NRO accounts ol the
NRI seller and not to their NRE/FCNR account.
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Table X-1: External Sector :Key Indicators

[tem Quick Estimates Preliminary Actuals
1994-95 1993-94 1992-93 1991-92 1990-91
a. Degree of Openness
i) Lxports / GDP (%) 8.9 8.9 7.8 7.3 6.2
1y Imports / GDP (%) 10.4 9.4 9.8 ¥.3 9.4
i1y Merchandise Trade / GDP (%) 19.3 18.3 17.6 15.6 [5.5
b. Invisibles Account
1} Invisibles Receipts/GDP @ (%) 4.9 4.2 3.4 3.8 2.5
i) Invisibles Payments/GDP (%) 4.2 3.8 3.2 3.2 2.6
i) Invisibles Net/GDP @ (%) 0.7 0.4 0.2 0.6 -0.1
¢. Indicators of Sustainability
1) Import Purchasing Power of 581.6 373.1 283.8 249.3 21222
Exports
(Base: 1978-79 = 100): Annual (55.9) (31.5) (13.8) (17.5) (0.3
Growth rate
i) Current Receipts/Current 93.8 98.0 87.3 94.3 71.5
Payments( %)
i) CAD/GDP -0.80 -0.12 -1.82 -0.36 -3.24
d. Capital Account
1) Equity/Net Capital Flows(%) 69.2 44.8 13.8 3.2 0.8
i) Debt Service Ratio (%) 26.65 25.07 28.63 30.21 34.260
iii) Debt / GDP (%) 342 36.9 39.9 41.1 30.4
iv ) Debt Service Cover of 27.6 27.9 15.4 13.4 7.8
Reserve (In months of payments)
v) Imports Cover of Reserves 9.7 9.6 5.1 5.3 2.5

(In months of imports)

@ Include official grants which are treated as part of current account receipts here.
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Table X-2 : Private Non-debt creating flows to Developing Countrics, 1991-94
(LS. % billion)

Calegory 1991 1992 1993 994+
1 2 3 4 5

Total private non-debt creating Nows 45 6l 114 118

(India’s share %) 0 4) (0.7) (3.6} (4 2)

Forergn direci 3 47 67 78

investment

(India’s share %) (0.4 (0.7) (0.9) (1.7

Portfolio equity investment 8 14 47 40

(Estimated)

(India’s share %) 0.1 (0.7) (7.4) (9.1)

* Projected.
Source: World Debt Table, 1994-95.

Table X-3 : Portfolio Equity Flows to Developing Countrics, by Region, 1989-94
(U.S. 3 billiom

Region or country group 1989 1990 1991 1992 1993 1994 *
All developing countries 4 4 8 14 47 40
India’s share - - 0.1 0.7 7.4 9.1
Sub-Saharan Africa 0 0 0 0 0 |
East Asia and the Pacific 3 2 I 5 18 18
Souih Asia 0 0 0 0 2 8
Europe and Central Asia 0 0 0 0 I 3
Latin America and the 0 i 6 8 25 10

Curihbean

Middle East and North ¢] 0 0 Q 0 0
Aflrica

* Projected.

Source: World Debt Table, 1994-95.
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Table X-4A :

India’s Overall Balance of Paymenis

frem

(US $ million)

(Rs Crore)

Quick Estimates

Preliminary Actuals

Quick Estimates

Preliminary Actuals

1994-95 1993-94 1992.93 1991-92 1990-91 1994-95 1993-94 1992-93 {991-97 1990-9!
(hH (2) (3 4) (5) (6) (7 (8) (9) (10) (1
A. Current Account
1. Exports, f.o.b. 26763 22700 18869 18266 18477 84032 71210 54762 44922 33153
2. Imports, c.i.t. 31269 23985 23237 21064 27914 98180 75241 68863 51417 50086
3. Trade Balance -4506 -1285 -4368 -2798 -9437 -14148 -4031  -14101 -6495  -16933
4. Invisibles, net 2191 970 842 1620 -243 6880 3043 1337 4258 -435
Non factor services -494 777 1128 1207 979 -1551 2437 2698 3134 1758
Investment Income -3905 -4002 -3422 -3830 -3752  -12261 -12554 -10503 -9397 ~6732
Private Transfers 6200 3825 2773 3783 2069 19467 11999 8039 9381 3711
Official Transters 390 370 363 460 461 1225 1161 1053 1140 828
5. Current Account Balance -2315 -315 -3526 -1178 -9680 -7268 -988 -12764 -2237 17368
B. Capital Account
1. External Assistance, net 1250 1700 1859 3037 2210 3925 5333 5750 7394 3965
a) Disbursements 3067 3318 3302 4366 3397 9630 10409 (0173 10714 6095
b) Amortisation -1817 -1618 -1443 -1329 -1187 -5705 -5076 -4423 -3320 ~2130
2. Commercial Barrowings,net 1029 1252 -358 1456 2249 3231 3928 -1094 3807 4035
a) Disbursements 3841 3285 1167 31334 4253 12060 10305 3583 7852 7630
b} Amortisation -2812 -2033 -1525 -1677 -2004 -8829 -6377 -4677 -4045 -359%
3. Short Term Credit,net 330 -800 -1079 -515 1074 1036 -2510 -3174 -1277 1829
4. NRI Deposits, net 847 940 2001 290 1536 2659 2949 6097 1008 2756
4. Foreign Investment 4895 4110 585 154 68 15370 12893 1787 375 122
5. Rupee Debt Service -1050 -745 -878 -1240 -1193 -3297 -2337 -2335 -2785 -2140
6. Other Capiwal,Net @ 917 2535 836 786 1244 2863 7952 4933 1483 2330
7. Total Capital Account 8218 8992 2966 3968 7188 25787 28208 11964 10005 12897
C. Overall Balance (A+B) 5903 8677 -560 2790 -2492 18519 27220 ~800 7768 -4471
D. Monctary Movements (E+F+G) -5903 -8677 560 =2790 2492 -318519 27220 800 -7768 4471
E. IMF, Nct -1146 191 1288 786 1214 -3585 599 3363 2077 2178
F. SDR Allocation - - - - - - - - - -
G. Reserves and Monetary Gold —4%57 ~8868 -728 -3576 1278 -14934 -27819 -2563 -9845 2293
(Increase -, Decrease +)
# : Includes India Development Bonds
@ : Includes delayed export receipts and errors and omission. For the year 1992-93, it also includes errors and omissions arising out of

the application of dual exchange rates applicable under the Liberalised Exchange Rate Management System (LERMS).
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Wuble %48 dnvisibles

UL e gy

Wike

(US % vilhonm)

Guick Bsnmales

1697 93

Prelunivary Actuals

1990.9

1994 44 199304 1991 92
i > 4 4 3 O
s f o Nppeioos, ot 777 1128 1207 9749
{4 H)0 476 5022 4550
sy [ RRET 358K 3815 3571
[ 1120 1325 1713 1512 1064
i 2325 2074 2098 1977 1456
g PGS 750 385 465 392
o Trassportation, nel 1556 77 - 503 -350 -110
: 1460 2327 982 939 983
[N TIEVIE] RIVIEV) 2250 1485 1289 1093
) Insurance, net SRR} s 12 -1 23
: 155 290 158 108 [
273 175 146 126 R¥
vy Rl 27 -90) 26 ~-103 158
125 RS 66 16 15
225 175 92 119 173
vioseellaneous, e 157 =650 ~68 166 160
qeceipis 3216 §449 1412 1982 1985
Pasmenis 3059 2004 1480 1816 1825
11 Iavestmene dncome, net -3905 ~-4002 -3422 -3830 3752
Recerpis 7717 298 377 221 368
Paviicnts 4642 4300 3799 4051 4120
L) Peavake Transler, et 6200 3825 2773 3783 2069
Hecelpls 6220 3850 2784 3798 20%83
]”'d_y(ugul_:; 20 23 11 15 14
1Y) Cfficia) Transters, net 390 370 363 460 461
Recepts 390 371 304 461 462
Payments B 1 1 I |
tavisiles. neit {7 1o V) 2191 970 842 1620 -243
Recvipiy 14671 10745 8241 9502 7463
Pavmeits 12480 9775 7399 7882 7706
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Table X-5 : Foreign Investment Inflows

(US S anny)
1991-92 1992-93 1993-94 199495
1 2 3 4 3
A. Dircct Investment 150 341 620 1314
a. Government (SIA/FIPB) 87 238 314 701
b. RBI - 42 89 171
t. NRI 63 01 217 442
B. Portfolio Investment 8 92 3490 3581
i. GDRs - 86 1460 1839
ii. Flls - 1 1665 1503
iii. NRIs 8 5 15 N.A.
iv. Offshore tunds - - 350 239
and others
Total (A+B) 158 433 4110 4895
GDRs  : Global Depository Receipts.
Flis : Foreign Institutions Investors.
Table X-6 : Qutstanding balances under various NRI deposits@
{as at the end of March)

(US $ million)
1991 1992 1993 1994 1995
1 2 3 4 5 6
. FCNR(A) 10103 9792 10617 9300 7051
2. FCNR(B) - - - 1075 3054
3. NR(E)RA 3588. 2527 2862 3590 4590
4. NR(NR)D - - 610 1797 2479
Total 13691 12319 14089 15762 17174
FCB&O)D 262 607 1044 533 -
I‘CON - - 1 18 10
Total including 13953 12926 15134 16313 17184

FC(B&O)D

@ All tigures are inclusive of accrued interest.
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Table X-7 : Inflows (+)/ Outflows (<) ender various NRI deposit schemes @

(US $ nullion)

1991.92 199293 199394 1994-95

2 3 4 5

OTUNRGA 3 825 1317 2249
S HO7 1979
LONR(E)RA 1061 135 728 1000
610 1187 682

Vasal -1372 3771 1690 1412
FOROD 304 350 -576 -55%
FCON i 17 7
Total incl FCB&OID 1068 2121 114 847

& ¥OON

vo AL Bigures are mclusive of accrucd aterest.
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Table X-8 External Assistance

(Rs. cror)

Authorisation Utilisation Debt Service Payments
Fiscal Year Loans Grants Toual Loans Grants Total Amorti Interest Totad deht Net o
(2+3) (5+6) sation  payments service: ot i
{7-100
1 2 3 4 5 6 7 & Q e [
1980-81 3,237@ 76 3,313 1,228@ 397 1,625 318 286 804 A
(4,094) (96) (4,190) (1553) (501 (2,054) (655) (362) (1017 (1,03%)
1981-82 2,767 207 2,974 1,519 346 1,865 538 311 849 1.010
(3,085) (231) (3,316) (1694) (336) (2,080) (600} (347) (247) (1,123
1982 83 2,550 423 2,973 1,909 343 2.252 587 360 247 1,205
(2,638) (438) (3,076) (1975) (355) (2.330) (607) (377) (4749 (E3501
1983-84 1,701 387 2,088 1,962 303 2,265 6le 417 1.033 1,233
(1,645) (374) (2,019) (1,898) (293) (2,191) (596) (403) (B (1,192
1984-85 4,409 471 4,880 1,962 397 2.359 647 529 1,176 fr1
(3,709) (396) (4,105) (1,650) (334) (1,984) (544) (445) (IRY: (98
1985-86 5,337 313 5,650 2,493 443 2,936 776 591 1,367 1,344
(4.362) (256) (4,618) (2.038) (362) (2.400) (634) (483) (1,417 {1,283y
1986-87 5,730 430 6,160 3176 429 3,605 1,176 853 2024 1,57¢
(4,484) (336) (4.820) (2.485) (33a) (2,820 (920 (663) (1.588) SRR
1987-&8 8.203 1,062 9.263 4.574 478 3.052 1,581 1,043 2.624 2,424
(6,327 (819} (7,146) (3.528) (368) (3,896) (1,219) (804) 2,023 (1,374
198889 12,856 214 13,070 4,729 566 5,305 1,646 1,300 2,946 2,359
(8,877) (148) (9,025) (3,272) (3a1) (3.663) (1,136) (898) (2,034) (1.629)
§ORY o) 10,106 720 10,826 5,133 6hS 5,803 1,987 1.699 3.6RA 2,447
(6,070} (433) {6,503) (3,086) (399) (3,485) (1,193 (1,020 (2,213 (5270
1990 9 7.601 522 8,123 G 170 534 6,704 2.329 1,953 2,402
(4,236) (291 (4,527) (3,439) (298) (3,737) (1,298) (1,08¥) (2,380 (1,250
1991-92 11,806 902 12,708 10, 696 919 11605 3,650 3.006 6.656 4,954
(4,766) (364) (5,130 (4,318) (371 (4,689) (1.492) (1,22%8) (2,720 (1,969
1992.93 13,082 1,012 14,004 10,102 RE0 10,942 4,784 4314 g 102 1,884
(4,276) (321 (4,607 (3.302) (Z287) (3,589 (1,562} (1,408} (2,97 (DI
1993-94 (R) 11,619 R3] 14,034 10,895 886 i1,781 5,363 4211 9574 2207
(3.717) (773} (4 4900 (3,480} (283 (3.769) (1,710 (1.34%) (3.051 (76
1994.95(P) 12,901 1.137 14,038 9,986 901 10,887 6.161 5,121 PE282 s
(4,109) (362) (4.471) (3, 180Dy (287) (3467) (1,962) (1,631 (3,593 (-126)
Amounit undishirsed 61998 9064 71062
as at the end of March 1995 {19700) (2896) (22596)
Notes Amounts of authorisarions and wilisation under “loans’ are inclusive of Government and Non-Government loans.

Loan amounts are net of surreuders, de-obligations and cancellations etc.
Amount undishursed as at the end of March 1995 represent rupee values calculated at the rates prevalent at end March 1995,
Figures in brackets represeat amounts in wiliions of US dollars, These are converted at annual average rates for the respective
years and amount undisbursed are converted from donor currencies 1o US dollar at end March 1995 raice.
5. Gross aid utilisation inchudes debt relief provided in the form of refinancing credits and grants, Debt service payments in
these cases are covered an columns (8) and (9) above.
@ Cxcludes IMF Trust Fund.
R Revised.
1. Provisional.

P
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Table X-9 : Loans authorised and utilised during 1993-94 and 1994-95
(Rs.crore)

Lountry/ Autharisaltions tulisaton Loans undisbursed
Institation as at the end of
1993.94 (RY  1994-95 (I 199594 (Ry 1994 95 (1) March March

1994 (R) 1995 (P)

1 2 3 4 5 ¢ 7
[ BRATY 2012 1022 2351 16863 16814
(7200 {5y (1R (749) {539 (53400
[RATSRNA R SUNG 350 14119 14836
(708 ol (666 (1003) (4501 (4730)
FAD 122 11 27 149 265
) (D) h (9) 47) (85)
AR A FS80 608 ia32 920K 8479
(147 (20 (191 (4%¥) (2075) (2696)
AT - 17 - 25 2
t-) () 6 (-} (%) (1)
4 31 33
() o) (-) (n (1 (KRN
Tlasied Minndnm
r (=] i) (-1 - ()
enanel - v 31 37
] (=) () (5! (1) )
Franee 21 146 175 537 100w 850
(67) 146) (50) (18) (324 (275
Germany 172 495 G677 585 1ol 2210
(55 {198) (217 (1%6) (500) (707
Sale - . 72 73
(=) () () =) (23 (23)
LA 1234 3957 302 2127 11950 16018
(1153) (1260 (1021 (677 (38451 (333%)
Motherlands - - . - 100
i) [ {9 () (32) ()
Lt . fid 100 RN 127
(365} L (2m {32y (69 (4m
Tettrartind - 21 30 96 82
=) () (7} (10) (31 (26)
Spain - -
) (=) () () () ()
YRS AL - - - 264 203
() () (-) (-) (84 (84
Hungary : - - 625 629
() () (=) ) (200) (200)
ViIRpTE - - 19 7 368 356
(=) () 6) (2) ths) (hloy
! fin - - il 16 32 16
(=) (@) (2) (5) (10) (5)
Total 11619 12901 10895 9986 57105%* 61998
3717 (4109) (3486) 13180) (18277) (19700)
o Cagnoises bren, Trag, Kowair, Abu Dhabil Saudi Arvabia and OPEC Special und
o xeludes undishursed balances of USSR amounting to Rupeces 24862 Crore for end-March 1994,
E Kevised P Provisional.
Nete o Figures in brackets represent mitlions of 1S doflars. These are converted at annual average rates for the respective

vears and amounts undishursed are converted from donor currencies 1o US dollars at end- March rates
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Table X-10 : Grants @ Authorised and Utilised during 1993-94 and 1994-95
(Rs.crore)

Country/ Authorisations Utilisation Grants undisbursed
Institution as at the end of
1993-94 (R) 1994-95 (P) 1993-94 (R) 1994-95 (P) March March
1994 (R) 1995 (1)
1 2 3 4 5 6 7
Australia - _ _ ~ 77 %0
C (=) -) (-) -) (24) (25)
Canada - 16 20 4 864 863
) ) (6) (1) (275) (276)
Denmark 121 35 38 41 782 961
(39) (rn (12) 13 (249) (309)
France 1 9 6 3 13 22
=) (3) (2) (1 4 (7N
West Germany 234 296 - 87 163 580
(75) (94) (~) (28) (59) (185)
Japan 109 123 163 99 150 209
(35) 39) (52) (31) (48) (66)
Netherlands 166 202 137 132 510 386
(53) (65) (44) (42) (163) (119)
Sweden 91 32 87 78 388 375
29) (1o (28) (25) (125) (123)
Norway 5 19 10 12 102 128
(2) (6) 3) (4) (33) (41)
Switzertand 22 4 61 46 258 244
) (1) (20) (15) (83) (77)
U.K.900 267 221 212 1721 2027
(288) (85) (71) (67) (540) (645)
U.S.A. other 63 131 17 35 1480 1586
than P.1.. 480/ (20) (42) (5) (I (437) (504)
P.1..665
E.L.C. 703 - 92 115 1505 1601
(225) (-} (29) (37) (483) (519)
Other International - 3 34 37 - 2
Institutions (-) (n (1) (12) (-) (-)
Total 2415 1137 886 901 8014 9064
(773) (362) (283) (287) (2529) (2896)
Note : Figures in brackets represent millions of US Dollars. These are converted at annual average rates for the respective
years and amounts undisbursed are converted from donor currencies to US dollars at end-March rates.
R : Revised P : Provisional.

@ Inctuding debt relief as under:

Country Authorisations Utilisation

1993-94  1994-95 (P) 1993-94  1994-95(P)

1 2 3 4 5

By way of Grants 15.2 14.4 9.1 -
Japan (4.8) (4.6)
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Table X-11: Official Development Assistance of some member countries of the Development Assistance Committee (DAC) as
percentage of their GNP

Country 1970 1980 1990 1993
I 2 3 4 3
Fapan 0.23 0.32 0.31 0.20
1T8A 0.32 27 0.2 (N
France .66 0.63 0.60 0.63
Germany 0.32 0.44 0.42 0.37
UK 0.41 0.35 0.27 0.31
Norway 0.32 0.87 1.17 1.01
Sweden 0.38 0.78% 091 0.98
Netherland 0.01 0.97 0.92 0.82
Denmark 0.38 0.74 0.94 1.6G3

Source : World Development Report. 1995,
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Table X-12 : Exchange Rate of Indian Rupec
(Annual Average)* (April-March)
(Rupees per unit of SDR/Foreign Currency)

Currency 1990-91 1991-92 1992-93 1992-93 1993-94 1994-95
Official rate Market rage
1 2 3 4 5 6 7
SDR 24,8491 33.4325 37.1415 - 43 8R63 @  45.7908e@
-25.7 -10.0 4.7
U.s.$ 17.9400 24.4700 26.4331 30 6488 31,2655 312986
-26.7 -7.4 ~2.3 -0.1
Pound Sterling 33.1900 42.5200 44.5440 51.6858 47.2064 4% 3211
-21.9 -4.5 9.5 =33
Deutsche Mark 11.4400 14.6200 16.9042 19.5877 18,7403 202017
~-21.8 -13.5 4.5 72
Japanese Yen 0.1279 0.1845 0.2124 1.2459 0.2911 1.31463
-30.7 -13.1 ~15.5 SR80
rench Franc 3.3871 4.2985 49918 8,784 5.4633 :
-21.2 -13.9 6.0
Canadian DRoHar 15.4787 21.2666 21.5047 24.9370 23,0564
-27.2 -i.l il
Swrss Frang 13 4493 16.6702 18.6825 71,8690 21,4273 5T
-19.3 -10.8 [ -16.<
Hafian Lira 00154 0.0196 0.0203 5.0236 G.01%6 r.o1es
-21.4 -3.4 20.4 0.0
Nethierlands Guilder 10,1775 12.9830 15.0199 17.4190 i6.7801 17.9876
-21.6 -13.6 3.8 -6.7
Banpladesh Taka 0.5234 06806 0.6892 07992 13.7948
-23.1 -1.2 0.6
Thailand Bhat 0.7101 0.9770 1.0419 LS F.2304
-27.3 -6.2 1.6
Indonesian Rupinh 0.00us 0.0124 0.0129 a.01s0 0.G144
-22.6 -3.9 G.7
S Korzan Wen 0.0251 (.0329 0.0337 303940 (3.03280
-23.7 -2.4 0.0
St Lankan Rupee 0.4509 (1.5904 0.6021 0.6935 0.6450 { B
-23.6 -1.9 8.3 1.3
Pakistan Rupee 0.8274 1.0214 1.0595 1.2291 1.0827 1.0240
-19.0 -3.6 13.5 5.7
Singapore Doliar 10,1189 14.4255 16.2180 18,8046 19.6413 21.0822
-29.9 -11.1 -4.3 6.8
Hongkong Dollar 2.3072 3.1534 3.4181 3.9633 4.0543 4.0616
-26.8 -7.7 -2.2 -0.2
Malaysian Ringgit 6.6368 8.9883 10.3888 12.0471 12.0477 12,1853
-26.2 -13.5 -0.0 -1.1
@ Rupees per SDR is arrived by crossing U.S.dollar /SDR rate with RBI Relerence rate.
* Rased on monthly averages
Narte @ 1 (a) The official rates have been worked out as follows: The SDR rate is as given in the International Finaoncial Statistics. Vpto

February 1992, the pound sterling rate was ihe middle rate of the RBL quotations and the rates for all other currencies wese
the average rates in London market crassed with the RBI middle rate for pound sterding. From March 1992 10 February 1993,
the US dollar rate was the middle rate of RBI quolations and the rates for all other currencies were the average rates m the
New York/London market crossed with RB! middle rate for the U.S. dollar. The rates for March 1993 have been worked out
by crossing foreign currency/U.S.dollar rate with Rupee/U.S.dollar(RBI referznce) rate.

(b) The market rates have been worked out by crossing foreign currency/U.S. dollar rate with Rupee/U.5.dollar FEDAL (Indicative)

rales.

)

Figures with one decimal indicate percentage appreciation (+)/depereciation(-) of e rupee in terms of the SDR/{oreivn
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Tahle X-13 @ Exchange Rate vb the indian Rupee - Monthly Averages
(Rupees per unit of SDR/Foreien Currency)

Baanth Y

U5 Dellar Pound Sterling Deutsche Mark  Japanese Yen

] i FLEDAL Indicative Rates
2 3 4 5 [
Y i 35756 45 9520 191156 0.2695

Sierat 44 2741 31.3105 48.4066 19.6442 0.2794
. 0 S -2 -3.5

RGN t4 400 ERICRA. ¥ 48.5172 19 8040 0.2841
| 0.2 0.7 -1/
47 4174 f9.0123 0.2929
) -0.2 2.3 2.6 -3.0
IR 31.3704 46.9536 18,3094 (02911
b 01 10 3.8 0.6
P FERRR 13728 46.7983 18,4506 0.302%
i ¢ 0.3 -0.9 3.4

Seniombor At ER R 47.8524 19,3381 ().2978
P ' =22 4.4 1.7
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Table X-14 : International Reserves (excluding gold).

(SDR mlhomy

Country Group

Total Reserves

Reserve Position

Foreign Exchange

(excluding gold) SDRs i the ffund Reserves

1993 1994 1993 1994 1993 1994 1993 (994
1 2 3 4 5 6 7 8 9
All Countries 757,214 812,715 [4.614 15.762 32.802 3i,726 /10,044 765,234
Industrial Countries 413,444 433,835 11.454 12,486 28,309 27,417 372,683 393,934
Developing Countries 343,770 378.881 3,160 3,276 4,493 4,309 336,361 370,300

Source : International Financial Statistics, August 1995,

Table X -15 ; External Debt and debi-service of developing countrics.

(US & hiliton)

1992 19973 1694
1 2 3 4
External Debt
All Developing Countries 1439 8 1571.2 17047
Alrica 235.4 246.7 2560
Asia 455.6 S518.6 3820
Middle East and Europe 276.8 303.9 7
Western Hemisphere 472.0 502.0 549.6
External Debt to Exports of
Goods & Services(in per cent)
All Developing Countries 125.5 128.6 1230
Africa 249.4 2069.5 276.5
Asla 67.4 69.5 66.2
Middle East and Europe 134.3 151.4 1523
Western Hemisphere 276.0 274.5 2656
Iixternal Debt 1o GDP
(in per cent)
All Devetoping Countries 334 33.1 33.0
Alrica 60.8 63.6 660
Asia 235 23.7 256
Middle East and Europe 36.4 37.6 303
Western Hemisphere 38.4 36.8 a0
Debt Service Ratio
(in per cen)
All Developing Countries 15.3 15.2 15.0
Africa 34.1 30.2 89
Asia 8.1 8.4 7.5
Middle East and Europe 9.4 9.9 16,1
Western Hemisphere 40.3 41.4 394

Source: World Economic Outlook, International Monetary Fund, October, 1995
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Table X-16 : Fund Purchases and Repurchases.
I
(SIDR bilitown

January-June

1992 1993 1994 1994 1993

| 2 3 4 S 6
1. Towl Purchases @ 1.8 5.0 5.0 29 8.7
2o Towal Repurchases @ 1.2 RIS 1.6 2.8 T
5. Net Purchases (1-2) 0.6 1.2 0.4 0.1 0.6

@ Excludes reserve tranche Purchases/Repurchases
Source D inmernanional Financial Staustics, August 1995,

Table X-17 : SDR Interest and Remuneration Rates.
{per cent per annunm)

For the gquarter ended SDR Interest Rae/
Rate ol Remuneration @

! 2

June 1494 4.13
September 1994 4.32
December 1994 4.73
March 1995 5.00
June 1995 4.71

@ Average of the weekly rates.

Table X-18 : Rate of Charge and Remuncration.
(per cent per annuin)

For the quarter Rate of charge Rate of Remuncration
endded o — e — —_— .
Basic Rate* Adjustment#  Adjusied Rate Unadjusied Adjustment# Adjusied
Average Rite@ Average Rawe
1 2 3 4 5 6 7
July 31, 1994 4.79 038 517 4.1e 0.83 RERR}
October 31, 1994 5.10 0.40 5.50 4.42 0.88 3.55
January 31, 1995 5.43 0.40 5.83 4.85 0.97 388
April 30, 1995 5.56 0.35 5.91 4.97 0.99 3.9%
(5.19)% (5.5 %

* Thiy is determined by assuming that all charges due and accrued would be paid.

#  I'bis 1s on account of burden sharing of overdue charges and the amounts o be placed in Special Contingent Accouni 1 and Special
Contingent Account-2.

@ This is equivalent to the average SDR rate of interest for the quarter concerned.

$  Rate alter adjusting for the retroactive reduction ol charge.
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Table X-19 : Lending by the World Bank - Fiscal 1944 and 1995,

(U3 5 andion

IBRD iDA
1944 1995 1994 1995 1994 1905
1 2z y 4 5 G
1. Lending commitments 14,244 @ 16,853 6,592 5,669 20,836
(-i5.%) (8.3 (2.4 {(-14.0) G120
2. Disbursements 10,4d7@ 12,072 5,532 3,703 (5,974 [
(-19.3) (+21.3) (+10.3) (+3.0) i-10.7) Ce i Y

Note : Figures in parentheses indicate percentage variation over the previous year.
@ Exclndes guarantees and loans v [1FC.
Source: World Bank Annual Reper 1425,

Table X-20 : IBRD’s Assistance to India - Sector-wise, Useal venrs 1993.95,

{UR 5 millions;

Seclor 1993 R
{ ? i %
Agriculture and Rural Development
Education : -
Financial Seoto: - - TR
b s sad coul

Ve LIRS
Sakurlsy
avironnent - - Ry
topuinnon, Health and Nutrition -
Limaays - 94.0 -
Uebir Deveromnen: - - -
Walay supply and sewerage - - 2758
Uthers 300.0 - -
Total 1,145.0 G94.0 1.11s.8
Fotal loans sanctionest by 1BKD 16,944 3 14,244.0 16,8520
Percentage share ol India 6.5 0.7 6.6
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Fable X-21 : IDA’s Assistance (o India - Sector-wise, fiscal years 1993-95.

CUS 5 midlione:
sSector 1993 1954 POUL
1 z 5 1
Agiculwre and Rural bevelopmen 369.7 382.4 5264
Education 165.0 - 26023
Eppulation, Hesith and Nuwition 779.0 2064 G
fraisportation Hiphways -

v Developia : 1464
fndusty
Fovironmen: - : 250

Water supply and seworage 92.0 -
Uthiers 127.0 - -
Totl 1,532.7 834.8
Total loans sancuioned by 134 6,757 .4 G, RIRSTCL

Percentage shure of India 227 t2.7 et
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Table X-22 : Lending Activities of Asian Development Bank.
(LS S mullion)

1993 1994 1966-1994 4
1 2 3 4
Total lending -
Amount 5,231.3 3,686.5 51,191.4*
Number of Projects @ 77 48 1.223 *
OCR loans -
Amount 3,933.8 2,509.8 35,154.0 %
Number of loans 37 24 700 *
Disbursements 2,016.2 2,501.1 19.241.2
ADF toans -
Amount 1,297.5 1,176.7 16,037.4
Number of loans 40 26 635
Disbursements 925.1 1,186.5 9,602.3
Equity Investments -
Amount 22.7 50.9 244.0
Number of Investments 9 14 76
Equity Underwriting -
Amount - - 45.7
Number of Commiunents - - 7

# Cumulative number of projects excludes supplementary loans.

*  Amounts and numbers adjusted to exclude withdrawals and
cancetlations.

@ Projects financed from both OCR and ADF are counted only once.
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i ! 3
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Jammu & Kashmir@, Nagaland*
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Sectoral Growth Rates

Sectoral Growth Rates in different States/
UTs during 1992-93 and 1993-94 for selected
sectors are presented in Table XI-2. At the ali-
India level there was improvement in the
‘agricultural’ scctor which registered a growth
rate of 16.5 per cent during 1993-94 as against
5.4 per cent during the previous year. State-
wise, Rajasthan recorded decline during 1993-
94 in agricultural sector. During 1992-93 four
States viz., Andhra Pradesh, Arunachal Pradesh,
Orissa and Uttar Pradesh and Union Territory
of Pondicherry had recorded declines in the
agricultural sector. During 1993-94, 4 States
recorded positive growth rates of more than 7
per cent. These were Arunachal Pradesh,
Madhya Pradesh, Maharashtra and Meghalaya.
At all-India level ‘Forestry and Logging’ sector
recorded a growth rate of 0.3 per cent in 1993-
94. All States excepting Arunachal Pradesh,
Madhya Pradesh and Maharashtra recorded
positive growth in forestry and logging and the
rate of growth varied between 1.0 per cent for
Goa to 14.2 per cent for Haryana. At the all-
India level ‘Fishing’ sector recorded a growth
rate of around 6 per cent in 1993-94. ‘Mining
and Quarrying’ sector was yet another sector
which showed positive growth rates at the all-
India level. Except Arunachal Pradesh which
recorded a negative growth rate, all other States/
UTs recorded positive growth rates. The
‘Manufacturing’ sector recorded a growth rate
of 3.1 per cent during 1993-94 at the all-India
level as against 2.6 per cent during the previous
year. Excepting Rajasthan, all other States and
UTs recorded positive growth in manufacturing
and the rate of growth varied between 0.2 per
cent for Goa to 9.0 per cent for Maharashtra.

The sector-wise compound annual growth
rates during the period 1988-89 through 1993-
94 are indicated in Table XI-3. Data in respect
of Assam, Bihar, Gujarat, Jammu & Kashmir,
Orissa, Tamil Nadu, West Bengal, Andaman &
Nicobar Islands and Pondicherry have been
computed only for the years 1988-89 and 1992-

93 and that for Himachal Pradesh, Manipur,
Nagaland, Tripura and Delhi have been
computed only for the period 1988-89 and 1991-
92 due to non-availability of data for 1992-93
and 1993-94, respectively.

The data show that barring Andhra Pradesh,
Bihar, Goa, Gujarat, Orissa and Rajasthan, the
rest of the States/UTs have recorded positive
compound growth rates in agriculture. In regard
to ‘Fishing’ only Assam recorded negative
growth rate whereas 1in respect of
‘Manufacturing’, Bihar and Andaman & Nicobar
I[slands posted negative growth rates during the
period under review.

Shares of Agriculture
and Manufacturing

Shares of agriculture and manufacturing in
the aggregate State Domestic Product (SDP) for
two years 1992-93 to 1993-94 are presented in
Table XI-4. These data show that output from
agriculture provides an important source of
income for most States/UTs. For ten States/UTs
in 1992-93, agricultural output contributed
between 30 and 40 per cent of State Domestic
Product. The agricultural sector of Haryana,
Madhya Pradesh, Punjab, Rajasthan, Uttar
Pradesh and Andaman & Nicobar Islands
accounts for more than 40 per cent of the State
Domestic Product. For as many as ten States
agricultural output in 1993-94 was more than
the all-India level of 31.6 per cent. Of these
Haryana, Madhya Pradesh, Punjab, Rajasthan
and Uttar Pradesh contributed more than 40 per
cent of the State Domestic Product. In case of
Goa, the share of agriculture in SDP was less
than 10 per cent. The share of agriculture in
SDP of Maharashtra was 19.0 per cent. The
share of the manufacturing sector in the NDP at
the all-India level stood at around 20 per cent
during the two years viz., 1992-93 and 1993-
94. The contribution of the manufacturing sector
to the SDP in the case of Haryana, Karnataka,
Kerala, Madhya Pradesh, Maharashtra and
Punjab ranged between 15-30 per cent for both
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Detatds of State-wise share in All-Tondia NDP
ar congtant (1980-%1) prices are given m Table
Xi-5. During the period 1988-89 1o 1993-54,
the shares of mwost of the States in all-India NDP
have remaincd ncarly constant. State-wise,
Maharashtra led with a share of 15.6 per cent
m 1993-94. The other States/UTs whose share
in the national NDP was sbove five per cent
i 64 were. Andhra Pradesh,
fadhya Pradesd and Uttar Pradesh.

Fairhaiars, &
Agricubiural Production

Data on produciion of selected foodgrains
in respect of States/Unton Territories are
avzilable upto 1993-94 and these are indicated
fir Statement 18 of Volume 11 of this Report.
During 1993-94, 15 states recorded an increase
in the foodgrains output over the level of 1992-
53 while there was a decline in seven states,
viz., Gujarat, Himachal Pradesh, Karnataka,
Kerala, Maharashtra, Rajasthan and Sikkim.- Six
major states viz, Gujarat, Himachal Pradesh,
Karnataka, Kerala, Maharashtra and Rajasthan
recorded a decline in cereat production in 1993-
94 than in 1992-93. Similarly, five major states
viz., Andhra Pradesh, Gujarat, Rajasthan, Uttar
Prrdesh and West Bengal recorded a decline in
production of pulses in 1993-94 over 1992-93.
Rice production in {993-94 showed increase
over the level reached in the previous year in
most of the States except Goa, Himachal
Prezdesh, Madhya Pradesh, Kerala, Orissa and
Tamil Nadu. Similarly. wheat production
increased in 1993-94 in Arunachal Pradesh,

Agsam, Bihar, Haryana, Karnataka, Madhya
Pradesh, Maharashtra, Nagaland. Punjab. Utar
Pradesh and West Bengal over the level recorded
in 1992-93.

Srate-wise data on production of sclected
uon-foodgrains are presented in Statement 19
of Volume I of this Report. Among the States
which are major producers ot oil-seeds’, almost
all the States recorded a rise in output in 1993-
94 over that of the previous year excepting
Gujarat and Rajasthan. In the case of cotton,
among the major cotton producing States® only
Andhra Pradesh and Maharashtra recorded in-
creases inooutput in 1993-94 and Gujarat,
Haryana, Karnataka, Punjab and Rajasthan
registered a fall in output in 1993-94 compared
with a good performance in the previous year.
In respect ot sugarcane, all the major producers
of sugarcane’ excepting Andhra Pradesh,
Madtya Pradesh, Orissa, Tamil Nadu and Uttar
Pradesh registered dechines in output in 1993-
94, As regards raw jute and mesta, the major
producing States® like Bihar and West Bengal
registered a rise in output in 1993-94 whereas
Assam registered a fall in output during the same
year.

Area Under High Yielding Varieties
Programme

The data on state-wise area covered under
high yielding varieties (HYV) programme for

1. The States are identificd on the basis of the annual
average output of 1 million tonnes a year during the
tive-year period ending 1993-94.

The States are identified on the basis of the mean

output level of more than 500 thousand bales (of 170
kgs. each) per year during the period 1989-90 to 1993-
94
3. The States are identified on the basts of the annual
average output of a minimum | million tonnes a year
during the five year period ending 1993-94.
4. The States are identified on the basis of the mean
output level of more than 500 thousand bales (ot 180
kgs. each) per year during the period 1989-90 (o 1993
94.
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the year 1987-88 to 1995-96 have been presented
in Table XI-6. The coverage of the area under
high yielding varieties programme improved in
1994-95 over that in the preceding year in
majority of the States/Union Territorics
excepting Andhra Pradesh. Karnataka,
Maharashtra, Manipur, Nagaland. Rajasthan and
Sikkim. Uttar Pradesh had the highest coverage
of the area under high yielding varieties
programme at 144.91 lakh hectares in 1994-95
followed by Madhya Pradesh (88.31 lakh
hectares), Maharashtra (77.55 lakh hectares),
Bihar (57.80 lakh hectares), Punjab (55.67 lakh
hectares) and West Bengal (41.39 lakh hectares).
In Daman and Diu the coverage of the area under
high yielding varieties programme was the
lowest at 0.01 lakh hectares in 1994-95. The
total area under HYV for all States/Union
Territories for 1994-95 was envisaged at 735.88
lakh hectares but actual area under HYV was
much lower at 712.71 lakh hectares. For 1995-
96, the target for all States/Union Territories is
placed at 758.12 lakh hectares.

Consumption of Fertilisers

The region-wise information on the
consumption of fertilisers (NPK) in terms of
kilograms per hectare is available upto 1994-
95. The consumption of fertilisers showed a rise
in all the States except Jammu and Kashmir,
Karnataka, Kerala, Sikkim and Tripura as
compared to the position in 1988-89 (Table XI-
7). The per hectare consumption of fertilisers
in 1994-95 was the highest in Delhi (246.98 kgs.)
followed by Punjab (174.74 kgs.), Tamil Nadu
(136.64 kgs.), Haryana (126.37 kgs.), Andhra
Pradesh (121.38 kgs.), Uttar Pradesh (99.27
kgs.) and West Bengal (86.18 kgs.). In
comparison with the top rankers, per hectare
consumption was low in the case of Arunachal
Pradesh, Assam, Himachal Pradesh, Meghalaya,
Mizoram, Nagaland, Orissa, Rajasthan, Sikkim
and Tripura. Bihar, Karnataka, Kerala,
Maharashtra and Manipur crossed the level of
consumption of fertilisers at 50 kgs. per hectare.
Arunachal Pradesh recorded the lowest level of

consumption at 2 58 Sgv, In 199495, as many
as 1¥ states were having average consumpiion
of fertilisers lower than the average cousumnption
level for the couniry as a whele., The average
consumption of fertilisers for the country us a
whole has increased from 61.30 kgs. per hectare
in 1988-89 10 75.68 kgs. per hectare in 1994-
95.

Industrial Sector

The main aspects of industrialisation in the
States/UTs are captured from the data indicated
in the Annual Survey of Industries (ASI)
published by the Central Statistical Organisation
(CSO). The latest survey pertains to 1991-92.
Some of the indicators culled out from the survey
are presented in Table X1-8 for two reference
years viz. 1987-88 and 1991-92 covering in the
process a period of five years.

One of the striking features was the
concentration of registered factories only in a
few States. In 1987-88, the number of factories
was the highest in Maharashtra. However,
during 1991-92 Andhra Pradesh had the highest
number of factories followed by Tamil Nadu,
Maharashtra, Gujarat, Uttar Pradesh, Punjab,
Karnataka, West Bengal, Madhya Pradesh and
Kerala. These ten States accounted for over 83
per cent of factories all-over India in 1987-88
as well as in 1991-92. In both the reference
years, Meghalaya had the lowest number of
factories. The number of employees in 10 out
of 28 States/UTs viz., Andhra Pradesh, Bihar,
Gujarat, Karnataka, Madhya Pradesh,
Maharashtra, Punjab, Tamil Nadu, Uttar
Pradesh and West Bengal accounted for about
83 per cent in both the reference years viz. 1987-
88 and 1991-92 of the total employees all over
India. The number ot employees in States/UTs
moved up during 1991-92 compared to the 1987-
88 level except in Bihar, Jammu & Kashmir,
Maharashtra, Tripura, Andaman & Nicobar
Islands where it declined. The total number of
employees at the all-India level indicated a rise
of 5.2 per cent during [991-92 compared to the
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Assam, Gujarat, Maharashtra, Meghalaya,
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States.
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Of these industry groups, “Food Products’
and “Machmery other than Transport” were the
ones which had considerble presence in most
of these sclected States Nexu in terms of the
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number of industry groups with shares above
10 per cent, came ‘Chemicals and Chemical
Products’, followed by ‘Basic Metals and
Alloys’ and ‘Electricity’.

Banking Developments

Latest data on selected banking indicators
available for all the States/UTs relate to the
period ended March 1995. The details of the
number of scheduled commercial bank offices,
deposits, credit and credit-deposit (CD) ratios,
based on BSR data, for the two reference years
viz. March 1990 and March 1995 are presented
in Table XI-10. With a view to get a broad
overview of the medium-term trends in banking
developments in the various regions and States/
UTs, the above period of five years has been
chosen. As on March 31, 1995, the total number
of bank offices in the country was 62,264 as
compared with that of 58,914 as on March 31,
1990. While in all the regions the number of
bank offices had spurted up between the two
reference years, growth was impressive in
North-Eastern Region (10.9 per cent) followed
by Eastern Region (7.9 per cent), Northern
Region (5.7 per cent), Southern Region (5.4 per
cent), Western Region (4.7 per cent) and Central
Region (4.2 per cent). As on the last Friday of
March 1990, the highest CD ratio was recorded
hy Southern Region at 87.4 per cent, followed
by the Western Region (74.0 per cent) while
the lowest CD ratio of 51.7 per cent was
recorded by the North-Eastern Regioa as
compared with 65.8 per cent at the All-Iidia
‘evel. As on the last Friday of March 1995, the
Credit-Deposit ratio of 34.6 per cent in North-
Eastern Region was the lowest in the couniry,
while the Southern Region recorded the highest
CD ratio of 71.9 per cent as against the all-
India ratio of 59.2 per cent. During the five-
year period, except Northern Region, all other
Regions recorded declines in CD ratio. In
respect of Northern Region the CD ratio
improved from 54.8 per cent to 60.3 per cent
during the period.

The performance ot the banking sector in
the States/UTs can be assessed on the basis of
data on bank deposits and bank credii per office
(Table XI-11). Bank deposits per oftice moved
up in all States/UTs except in Sikkim where it
showed a marginal decline. Over the period of
5 years, deposits per bank office increased from
Rs.2.93 crore in March 1990 to Rs.6.04 crore
in March 1995 at the all India level. Andhra
Pradesh, Arunachal Pradesh, Gujarat, Himachal
Pradesh, Jammu & Kashmir, Karnataka, Kerala,
Maharashtra, Mizoram, Rajasthan, Tamil Nadu,
Chandigarh, Dadra & Nagar Haveli, Daman &
Diu, Delhi, Lakshadweep and Pondicherry
registered more than 100 per cent rise in per
branch office deposits. The increase in the
remaining States ranged between 50 and 100 per
cent. The bank credit per branch office increased
from Rs.1.93 crore in March 1990 to Rs.3.57
crore in March 1995 at the all-India level. The
increase in bank credit per office was more than
100 per cent during the period in Jammu &
Kashmir, Maharashtra, Chandigarh and Delhi
as against the all-India rise of 85.0 per cent. A
decline of 17.3 per cent and 1!.3 per cent was
recorded in Sikkim and Andaman and Nicobar
Islands, respectively. Except in Jammu &
Kashmir, Maharashtra and Tamil Nadu where
the increases were more than the all-india
increase of 85.0 per cent, in ali other States the
increases were less than the all-India increase.

In recent years, the banking habit has spread
in a substantial way in rural areas. In March
1990, 57.6 per cent of bank offices were located
in rural areas. During the last five years, the
growth of new bank offices in rural areas
somewhat slowed down. As a result, at the ail-
India level, the share of bank branch office in
rurai areas came down marginally to 56.2 per
cent in March 1995. The share of rural offices
in total number of scheduled commercial bank
offices decreased in majority of the States/UT's
viz. Haryana, Himachal Pradesh, Punjab,
Rajasthan, Chandigarh, Delhi, Nagaland, Bihar,
Orissa, Sikkim, Andaman & Nicobar Islands,
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Bladivya Fradest, Uiar Pradesh. Goa, Gujarat,
Maharashira, Daman & Diu, Andhra Pradesh,
Farnataka, Kerala and famil Nadu and remained
coneranr in Dadrs & Nagar Haveli and
} weop {Table XI1-12). These shares as on
iast Frioay of March 1995 were respectively high
gv INoerih-kasiern Regions (72.6 per cent),
Fastern ‘“mon (67.9 per cent) and Central
y7.0 per cent). The share of deposits
% anches 1o the toral deposits of
scheduled commercial baaoks increased
marginaliy from 5.1 per cent in March {990
233 per cent i March (9930 The share of
sredir of rural branches in total credir, however,
\ier:,imuj irom 14.6 per cent in March 1990 o
i2.7 per cent in March 1995, The share of rural
ta1 total credit exceeded the relauive shares
deposits with rural offices in North-Eastern
Roemion and Sourhern Region as on last Friday
af March 1995, The performance of scheduled
commersind banks i vural areas s indicated m
Table XE-13.
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The growth rate én. rural offices in North-
“astern Region was 12,0 per coni and that in
casters Kegien was 6 y per cent as against the
all-India growth rate of 3.2 per cent. While all
25/ UTs recorded pesitive growth rates
offices, Rajasthan, Deihi, Madhya
radesh and kerala recorded negative growth

ates during the period. Deposits with rural
offices in matonty of the States/UTs increased
substantially. The highest growth rate in bank
deposits berween the last Fridays of March 1990
and 19935 was observed in North-Eastern Region
{141.4 per centy followed by Southern chion
(176 6 per cent), Western Region (123.0 per
cent), Northern Reguon (1195 per cent), \uur.ii
Region (118.6 per cent) and Hastern Region
{113.6 per cent) as against the all-India growth
raie of 120.6 per cent. Similarly, the highest
growsh rate m the bank credit during the period
was observed in Northern Region (92.0 per cent)
and ihe lowest in Central Region (56.1 per cent)
as agains: the abi-India growth rate of 69.5 per
cent.

Credit-deposit ratio of rural ottices was the
highest in Southern Region (100.6 per cent) and
fowest in Northern Region (46.4 per cent) as on
fast Friday of March 1990. The credit-deposit
ratio of rural offices continued to be the highest
i Southern Region (75.4 per cent) as on last
Friday of March 1995 and the lowest was in
Central Region (39.0 per cent).

Priority Scctor Advances

The data on state-wise share of priority
sector advances relating (o scheduled
commercial banks i ototal bank credit are
presented in Table Xi-14. At the end of March
1994 North-Eastern, Eastern and Central
Regions had achieved the target of 40 per cent
share of priority =ector advances. The Southern
Region was close 1o the target whereas Western
and Northern Fegions were far behind the target.
The Western Region showed an improvement
in its share over March 1992 while there was a
deterioraiton in the case of Southern Region.
Matority of the States and Union Territories had
achireved the target of 40 per cent lending to
priomty sector excepting Jammu & Kashmir,
Chandigarh, Delhi, West Bengal, Goa, Gujarat,
Maharashira, Karnataka and Tamil Nadu.

The sub-target of 18 per cent of total bank
credit for direct and indirect finance to
agriculture and allied activities was achieved by
Haryana, Punjab, Rajasthan, Arunachal
Pradesh, Nagaland, Tripura, Bihar, Orissa,
Madhya Pradesh, Uttar Pradesh and Andhra
Pradesh (Table XI1-15). The share of Himachal
Pradesh, Manipur, Meghalaya. Mizoram,
Sikkim, Karnataka and Pondicherry was close
to the targer. lu Jammu & Kashmir, Chandigarh,
West Bengal, Goa, Maharashira and Daman &
Diu the share of lending to agricultural sector
was below 1O per cent.
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State-wise Financial Assistance by
All-India Financial Institutions and
Industrial Development Bank of India

The data on State-wise financial assistance
sanctioned and disbursed by All-India Financial
Institutions* for the years 1989-90, 1992-93,
1993-94 and the cumulative position upto end-
March 1994 are presented in table XI-16. The
financial assistance sanctioned and disbursed by
Industrial Development Bank of India for the
year 1993-94 formed 32.3 per cent of the amount
sanctioned and 31.8 per cent of the amount
disbursed by All-India Financial Institutions.
The share of each State/Union Territories in
financial assistance sanctioned by these
institutions is given in Table XI-17. Of the total
amount sanctioned by All-India Financial
Institutions during 1993-94, Maharashira
accounted tor 21.07 per cent followed by Guiarat
(18.35 per centy, Uttar Pradesh (6.63 per cent),
Tamil Nadu (6.49 per cent) and Andhira Pradesh
{5.13 per cent). The States which had relanvely
lower share of less than 1 per cent each were :
Assam, Bihar, Goa, Himachal Pradesh, Jammu
& Kashmir, Meghalaya and Orissa.

As regards disbursements during 19%3-94,
Maharashtia had the largest share of 23.66 per
cent followed by Gujarat (11.35 per cent), Tamil
Nadu (7.00 per cent), Karnataka (6.09 per cent),
Madhya Pradesh (4.93 per cent), Uttar Pradesh
(4.81 per cent) and Andhra Pradesh (4,60 per
cent)., As i the case of the sanctions, the share
of smaller States in the amount of disbursement
was very low. The data on cumulative position
upto end-March 1994 indicated similar irends.

Table XI-18 indicates State-wise share of

finagncial assistance sanctioned and dishursed.

Tue dats on state-wise Financial Assistance
sanctioned and disbursed by State Financial

* ThL expressicn Al-Tadia Fiasneal Institutions (ATFD
refer to All-india Development Banks (AiDBg) viz.
DB IFCEH ICICL, SIDBY, kB and SCICH, Specialised
Financial Insvitutions, viz. RCTC, TDICH TFCT and
snvestment lastitutions viz. LIC, UT1 and GIC,

Corporations indicated that the financial
assistance sanctioned by State Financial Corpe-
rations improved in Gujarat, Haryana,
Karnataka, Kerala, Maharashtra, Punjab,
Rajasthan and Tamil Nadu in 1993-94 ovey il
year 1989-90 (Table X1-19). In Tamil Nadu the
amount sanctioned increased &;harﬁly from
Rs.112.7 crore in 1989-90 to Rs.318.5 crore m
1993-94 whereas in Haryana the amount
sanctioned nearly doubled from Rs.53.9 crore
in 1989-90 to Rs.102.5 crore in 1993-94.
Gujarat, Karnataka, Maharashtra and Rajastiian
crossed the amount sanctioned level at Rs 1630
crore. Bihar recorded the lowest amcunt
sanctioned at Rs. 0.1 crore in 13263-94.
Disbursements were higher in 1993-94 in
Gujarat, Haryana, Karnataka, Kerazia,
Maharashtra, Punjab, Rajasthan, Tamil Nadu
and Delhi as compared to 1989-90. The amount
disbursed more than tripled in Maryana from
Rs.33.7 crore in 1989-90 to Rs. 115.2 crove in
1993-94 whereas in Karnataka, Maharashira and
Tamil Madu disbursements more rndu doubled
during the period 1989-90 (0 1993-94, The ¢
on cumulative assistance sancimned uptn gnd
March 1994 indicated that Karnataka had the
highest cumulative amount sanciioned at
Rs. 2.023.6 crove followed by C
(Rs.2,003.1 crore), Maharashtra (Rs. !

crore}, Tamil Nadu (Rs.1.842 .5 crore), iy
Pradesh (Rs.1,417.9 crore), Andhra Pradesh
{Rs.1,413.9 crore) and Rajasthan (Rs. 1,092
crorey. Cumulative disbursements upto cmj
March 1994 showed more or less similar trends.

ia

11

Small Savings Collections

Gross collections of small savings impiroved
in all States/Union Territories in 1994-95 over
the year 1991-92 (Table XI0-20). Similarly, nes
collections also recorded a rise in 1994-95 i;
all States/Union Territories over the year 1991 -
92. At the all-India level net collections nearly
fripled in 1994-95 as compared to the year 199i-
92. Ultar Pradesh recorded the highest net
collections at Rs.2,235.23 crore during 1994-95
followed by West Bengal (Rs.1.976.01 crore),
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(ii) Health Facilities

According to the data on health facilities
available for some States/Union Territories, the
number of hospitals moved up in all the States/
Union Terntories excepting Andhra Pradesh and
West Bengal during the period 1987-88 to 1994-
85 (Table X1-22). Uttar Pradesh had the highest
number of hospitals at 8,614 foliowed by Gujarat
(2,619), Madhya Pradesh (396), West Bengal
(392), Karnataka (358), Andhra Pradesh (340),
Bihar (310), Orissa (285) and Tamil Nadu (273).
The population covered per hospital in 1994-95
ihest in Bihar at 2,93,387 persons while

!
15 51 in 106405
;

opLaation covered per

eased from 1,49,83% persons in
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SufUiran Tervuories oxeent
i, Kerais, Meghaiava,

radech, West Beno
i, Meshalaya and
{ pronary schools
in HMimachal
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enrolments improved in all the States/Union
Territories at the primary level excepting Andhra
Pradesh, Kerala, Punjab and Pondicherry. At
the middle school level the enrolment of students
moved up in all the States/Union Territories
during the period 1987-88 to 1994-95 except
Andhra Pradesh. Similarly, at the secondary/
higher secondary school level, the enrolment
increased in all the States/Union territories
excepting Meghalaya where enrolment declined
from 61,248 in 1987-88 to 40,120 in 1994-95.

(iv) Drinking Water Facilities

The number of villages where drinking water
facilities are available increased in all the States/
Union Territories for which such information
was reported excepting Tamil Nadu and
Pondicherry (Table X1-24). In Bihar, Haryana,
Himachal Pradesh, Punjab, West Bengal,
Lakshadweep. Pondicherry and Delhi ali the
villages were reported to have drinking water
facilities during 1994-95. In states like Gujarat,
Jammu & Kashmir, Karnataka, Kerala, Madhya
Pradesh, Meghalaya, Rajasthan and Tamil Nadu,
the coverage of villages where drinking water
facilities were available was close to the number
of villages in 1994-95. Sikkim had the lowest
coverage of villages in regard to the drinking
water facilities.

(v) Rural Road Length

The proportion of rural road length improved
in all the States/Union Territories except Andhra
Pradesh, Gujarat, Karnataka, Kerala, Orissa,
Pondicherry and Sikkim between 1987-88 and
1994-95 (Table XI-25). Lakshadweep had 100
per cent rural road length followed by Tamil
Nadu (98.41 per cent), Orissa (83.30 per cent),
Haryana (76.05 per cent), Kerala (74.77 per
cent), Sikkim (72.26 per cent), Andhra Pradesh
(68.06 per cent) and Madhya Pradesh (67.61
per cent). The rural road length was lowest in
Uttar Pradesh in 1994-95.

(vi) Rural Electrification

According to the available data on the
number of villages electrified out of the total
number of villages in the States/Union territories
during 1987-88 and 1994-95 (Table X1-26) all
the villages were electrified during 1994-95 in
Haryana, Himachal Pradesh, Kerala, Punjab,
Sikkim, Tamil Nadu, Chandigarh, Delhi,
Lakshadweep and Pondicherry whereas in
Andhra Pradesh, Goa, Gujarat, Jammu &
Kashmir, Karnataka and Madhya Pradesh the
coverage of villages under rural electrification
was nearer to the 100 per cent level. In Assam,
Mizoram, Tripura, Rajasthan, Orissa, Uttar
Pradesh and West Bengal the coverage of
villages under rural electrification was above
70 per cent.

(vii) Expenditure on Employment Schemes

The data on expenditure on Employment
schemes for the years 1987-88 and 1994-95
(Table XI-27) indicated that the expenditure on
employment schemes increased in all the States/
Union territories excepting Meghalaya, West
Bengal and Delhi. Madhya Pradesh had the
highest expenditure on Employment Schemes at
Rs.817.32 crore in 1994-95 followed by Andhra
Pradesh (Rs.620.36 crore}, Bihar (Rs.607.71
crore), Orissa (Rs.448.65 crore), Rajasthan
(Rs.307.85 crore), Kerala (Rs.115.38 crore) and
Haryana (Rs.68.36 crore). In Meghalaya the
expenditure was the lowest at Rs.0.17 crore.
Similarly, the expenditure on Jawahar Rojgar
Yojana improved in almost all the States/Union
Territories excepting Mizoram, Punjab, Sikkim
and Tripura. The expenditure on Jawahar Rojgar
Yojana was the highest in Madhya Pradesh at
Rs.514.71 crore in 1994-95 foliowed by Bihar
(Rs.507.31 crore), Andhra Pradesh (Rs.363.61
crore), Tamil Nadu (Rs.296.43 crore), Orissa
(Rs.187.40 crore), Karnataka (Rs.183.32 crore),
Rajasthan (Rs.139.52 crore), Gujarat
(Rs.106.33 crore), Assam (Rs.103.87 crore) and
West Bengal (Rs.80.00 crore). The expenditure
was the lowest at Rs.0.25 crore in Tripura.
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Table XI-1 : Annual Growth Rates and Compound Growth Rates of Net State Domestic Product at Constant (1980-81) Prices

(Per cent)

Sr. States/Union Territories 1988-89  1989-90  1990-91 1991-92  1992-93 1993-94 Compound  Average
No. Growth Growth
Rates Rates

I 2 3 4 5 6 7 8 9 10
1 Andhra Pradesh 15.6 4.7 1.6 2.5 -2.2 5.2 2.3 4.6
2 Arunachal Pradesh 1.5 6.7 16.1 13.6 1.8 7.8 9.1 9.6
3 Assam 2.0 6.5 4.8 7.0 5.4 N.A. 5.9 5.1
4 Bihar 12.6 -1.6 8.3 -5.9 2.2 N.A. 0.6 3.1
5 Goa 21.5 4.4 7.5 6.0 5.6 2.2 5.1 7.9
6 Gujaral 42.2 -3.4 0.8 -3.9 14.6 N.A. 1.8 10.1
7 Haryana 243 1.3 9.1 2.0 0.9 4.2 3.5 7.0
8 Himachal Pradesh 8.5 12.0 0.5 -0.7 N.A. N.A. 3.8 5.1
9 Jammu & Kashmir 12.9 -1.4 3.0 3.7 4.1 N.A. 2.3 4.5
10 Karnataka 8.1 6.5 0.1 11.8 6.3 2.2 5.3 5.8
11 Kerala 10.0 6.7 7.6 1.9 5.9 1.0 5.3 5.5
12 Madhya Pradesh 6.6 1.4 15.4 -2.9 5.0 6.7 5.2 5.4
13 Maharashira 9.2 15.3 5.4 0.5 1.5 7.6 7.9 8.3
14 Manipur 5.2 4.4 7.3 10.4 N.A. N.A. 7.3 6.8
i5 Meghalaya 2.0 14.3 1.8 L4 7.5 10.2 11.0 9.5
16 Nagaland 7.5 3.9 =1 4.1 N.A. N.A. 2.3 3.6
17 Orissa 15.0 7.5 -10.4 11.4 -2.8 N.A. 1.1 4.1
18 Punjab 5.3 8.4 1.8 5.0 4.0 4.5 4.7 4.8
19 Rajasthan 41.3 -2.1 15.7 -8.9 10.6 -5.8 1.5 8.5
20 Tamil Nadu 8.5 6.8 7.4 5.9 2.2 N.A. 5.6 6.2
21 ‘fripura 13.7 7.5 7.7 4.0 N.A. N.A 6.4 8.2
22 Uttar Pradesh 10.7 2.7 5.7 0.5 1.7 3.0 2.7 4.1
23 West Bengal 4.8 5.0 2.9 5.9 4.3 N.A. 4.5 4.6
24 Andaman & Nicebar Islands 9.0 0.1 -1.7 -8.8 14.3 N.A. 0.6 2.6
25 Dethi 9.2 9.2 5.4 7.3 N.A. N.A. 7.3 7.8
26 Pondicherry 4.8 5.2 3.1 3.4 2.0 N.A. 3.4 3.7
All India 11.2 6.9 5.3 0.3 4.2 4.1 4.1 5.3

Source - Data obtained from C.S.0O. are based on data compiled by Directorate of Economics and Statistics of respective State Governmenis
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Table XI-2 : Sectoral Growth Rates, 1992-93 and 1993-94

(Per cent)

Sr. States/Union Territories Agriculture Forestry & Logging Fishing Mining and Quarrying Manufacturing
No. 1992-93 1993-94 1992-93 1993-94 1992-93 1993-94 1992-93 1993-94 1992-93 1993.94
1 2 3 4 5 6 7 8 9 10 11 12
! Andhra Pradesh -6.3 3.8 -7.7 2.7 18.8 7.8 -3.2 16.0 -7.0 4.4
2 Arunachal Pradesh -5.1 8.6 8.4 -4.9 6.9 6.0 118.4 -10.2 8.7 8.6
3 Assam 0.8 N.A. 2.5 N.A. 2.2 N.A. 2.9 N.A. 1.6 N.A.
4 Bihar 2.3 N.A. -7.2 N.A. -11.2 N.A. 5.4 N.A. 9.8 N.A
5 Goa 1.8 1.3 4.1 1.0 18.2 7.2 -10.1 - 7.7 0.2
6 Gujarat 58.0 N.A. -0.8 N.A. 18.6 N.A -14.0 N.A 4.4 N.A
7 Haryana 2.7 3.7 6.8 14.2 -17.0 12.0 -0.6 13.3 2.5 32
8 Jammu & Kashmir 1.2 N.A. -2.6 N.A. 4.9 N.A. 32.1 N.A. -0.9 N.A.
9 Karnataka 3.0 3. 1.6 1.6 0.2 8.0 32.9 7.9 4.6 0.8
t0 Kerala 6.7 3.4 5.4 5.5 16.7 16.7 3.6 3.7 5.3 3.4
t1 Madhya Pradesh 9.6 It -19.9 -7.9 9.2 -4.3 ~-1.1 1.4 12.5 5.3
12 Maharashtra 38.4 9.1 -4.4 -12.5 322 -10.7 5.8 2.2 8.8 9.0
13 Meghalaya 12.5 7.4 - 6.1 17.5 15.8 -21.6 45.0 10.7 8.3
[4 Orissa -11.9 N.A. 5.8 N.A. 16.5 N.A. 5.6 N.A. 5.9 N.A.
15 Punjab 22 3 -0.7 ~ 19.3 18.7 -10.7 10.2 69 6.1
16 Rajasthan 20.0 -16.2 2.7 2.8 30.5 10.5 8.0 8.0 2.7 2.7
17 Tamit Nadu 1.3 N.A. -1.9 N.A. 4.8 N.A. 9.1 N.A. -3.6 LA
18 Uttar Pradesh -2.1 3.9 =21.1 7.3 6.9 9.0 -3.6 1.1 3.2 3.2
19 West Bengal 4.7 N.A. 1.7 N.A. 3.4 N.A. -1.3 N.A. -0.6 N.A.
2?0 Andaman & Nicobar Islands 25.0 N.A. 25.0 N.A. 25.0 N.A. 25.0 N.A. 9.1 N.A.
21 Pondicherry -0.8 N.A. Nil N.A. 5.5 N.A. Nil N.A. - N.A.
All India 5.4 16.5 0.3 0.3 6.0 6.1 0.4 4.3 2.6 3.1
Note  : Computed on the basis of data at Constant (1980-81) prices. N.A. = Not available

vource : Dala obtained from C.S.0. based on data compited by Directorate of Economics & Statistics of respective State Governments.
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Table X1-3 : Compound Annual Growth Rates, Major Sector-wise (period 1988-89 to 1993-94)

Based on Data at Constant(1980-81) Prices

X143

(Per cen)

Sr. States/Union Territories Agricuiture Forestry Fishing  Mining and  Manufacturing Shy

No. & Logging Quarrying
1 2 3 4 5 6 7 N
! Andhra Pradesh -0.3 -1.6 5.3 8.8 1.3 2.3
2 Arunachal Pradesh 5.3 2.7 18.2 24.0 36.0 9.
3 Assam 2.8 12.8 -7.6 -6.2 3.4 5.9
4 Bihar -2.8 -4.7 0.4 10.2 -1.3 .6
5 Goa -0.2 -11.9 200 0.1 7.9 5.1
6 Gujari -2.4 1.2 13.0 93 1.7 {.3
7 Haryaia 2.8 li.i 4.9 20.8 1.2 3.5
8 Himachai Fradesi 8.4 -4.6 10.6 3.0 8.2 3.8
9 Jammu & Kashmir 2.4 -24.1 4.6 -10.8 0.4 2.3
10 Karnataka 3.8 2.7 6.5 2.8 6.6 5.3
1 Kerala 5.0 5.2 13.1 0.8 5.8 5.3
12 Madhya Pradesh 3.8 -4.4 8.8 1.3 10.4 5.2
13 Maharashtra 6.7 1.0 4.4 5.2 7.9 79
14 Manipur 6.6 -1.3 24.5 - 8.8 7.3
15 Meghalaya 15.7 7.6 54.8 20.4 16.3 11.0
16 Nagaland 7.0 .5 16.8 - 7.5 2.3
17 Orissa -6.9 1.9 9.5 14.1 12.8 1o
18 Punjab 4.5 0.5 23.2 2.0 7.1 4.7
t9 Rajasthan -1.1 1.9 44.7 79 1.5 1.5
20 Tamil Nadu 7.1 -3.0 2.6 8.6 0.4 5.6
21 'Tripura 2.6 -16.9 12.1 — 23.0 64
22 Uuar Pradesh 1.9 -8.7 7.6 17.9 2.3 2.7
23 West Bengal 39 -8.5 8.6 0.2 1.3 4.5
24 Andaman & Nicobar Islands 5.7 0.3 215 9.9 5.5 0.6
25 Delhi 6.6 57 -8.8 12.0 7.3
26 Pondicherry 1.0 - 5.2 — 28 3.4
All India 2.1 1.0 6.2 5.1 3.7 é.1

Source :

Data obtained from C.5.0. based on data compiled by Directorate of Economics & Statistics of respective State Govertments.



XI-

14

REPORT ON CURRENCY AND FINANCE, 1994-95

Table XI-4 : Share of Real Qutput from Agriculturc and Manufacturing to SDP.

(Per cent)
Sr. States/Union Territories 1992-93 1993-94
No.
Agriculture/ Manufacturing/ Agriculture/ Manufacturing/
SDP SDp SDP 5DP
1 2 3 4 5 6
! Andhra Pradesh 36.0 10.9 35.6 10.8
2 Arunachal Pradesh 35.1 6.1 35.4 6.2
3 Assam 32.6 12.7 N.A. N.A.
4 Bihar 33.1 16.8 N.A. N.A.
5 Goa 10.0 33.5 9.9 32.9
6 Gujarat 26.2 25.2 N.A. N.A.
7 Haryana 45.1 8.0 44.9 17.8
8 Himachal Pradesh N.A. N.A. N.A. N.A.
9 Jammu & Kashmir 36.2 5.8 N.A. N.A.
10 Karnataka 348 18.6 34 .4 18.0
It Kerala 34.1 15.3 33.7 15.1
12 Madhya Pradesh 40.6 17.3 42.3 17.1
13 Maharashtra 18.7 27.3 19.0 27.6
14 Manipur N.A. N.A. N.A. N.A
15 Meghalaya 32.5 4.2 31.7 4.2
16 Nagaland N.A. N.A. N.A. N.A.
17 Orissa 32.8 12.7 N.A. N.A.
18 Punjab 48.0 17.4 47.4 17.7
19 Rujasthan 45.4 9.8 40.9 10.2
20 Sikkim N.A. N.A. N.A. N.A.
21 Tamil Nadu 22.6 21.9 N.A. N.A.
22 Tripura N.A. N.A. N.A. N.A.
13 Uttar Pradesh 42.4 13.3 42.8 13.3
24 West Bengal 30.1 23.8 N.A. N.A.
25 Andaman & Nicobar Islands 49.7 7.7 N.A. N.A.
26 Delhi N.A. N.A. N.A. N.A.
27 Pondicherry 7.1 20.5 N.A. N.A.
All India 32.0 19.4 31.6 19.2
Note : Computed on the basis of data at constant (1980-81) prices

N.A. : Not Available
Source : Data obtained from C.S.0. based on data compiled by Directorate of Economics and Statistics of respective State Governments.
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Table XI1-5 : State-wise Percentage Share in All-India NDP at Constant (1980-81) Prices
(Per cenid)

Sr. States/Union Territories 1988-89 1989-90 1990-91 199192 1992.93 1993-94

No.
1 2 3 4 5 [ 7 8
1 Andhra Pradesh 6.5 6.4 6.2 6.3 5.9 6.0
2 Arunachal Pradesh 0! 0.1 0.1 0.1 0.1 0.1
3 Assam 2.1 2.1 2.1 2.2 2.3 N.A.
4 Bihar 5.9 5.2 5.3 5.0 4.9 N A.
5 Goa .5 0.3 0.3 0.3 0.3 0.3
6 CGujarai 6.4 5.8 5.5 5.3 5.8 N.A.
7 Huryana 3.0 2.9 3.0 3.0 2.9 2.9
8 Himacna! Fy 0.6 0.6 3.6 0.6 N.A N.A
9 Jammu & Kashmir 0.7 0.7 0.7 0.7 0.7 N.A.
1) Karnataka 5.1 5.1 4.8 5.4 5.4 5.4
11 Kerala 2.7 2.7 2.8 2.8 2.9 2.9
12 Madhya Pradesh 5.6 5.4 5.9 5.7 5.7 5.9
13 Maharashira 13.1 14.1 14.1 14.1 15.1 15.6
14 Manipur 0.2 0.2 0.2 (5.2 N.A. N.A.
15 Meghalaya 0.1 4.2 0.2 0.2 0.2 0.2
16 Nagaland 0.1 0.1 0.1 .1 N.A N.A
17 Orissa 2.7 2.0 2.3 2.5 2.4 N.A
18 Punjab 4.0 wh 3.9 4.1 4.1 4.1
19 Rajasthan 4.4 4.1 4.5 4.1 4.3 3.9
20 Sikkim 0.1 0.1 0.1 N.A. N.A. N.A.
21 Tamil Nadu 6.4 6.3 6.5 6.8 6.7 N.AL
22 Tripura 0.2 0.2 0.2 0.2 N.A. HNLAL
23 Uutar Pradesh 12,1 11.6 1.7 1.7 11.4 (]
24 West Bengat 7.2 7.1 6.9 7.3 7.3 N.A.
25 Andaman & Nicobar Islands 0.1 0.1 0.1 Ut 0.1 N.A.
26 Dclin 2.3 2.4 2.4 2.8 N.A. N.A.
27 Pondicherry 0.2 0.2 0.2 0.2 0.2 N.A.
All India 100.9 100.0 100.0 100.9 100.0 100.0

N.A. . Not available.
Source Central Statistical Organisation.
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.

Fable Xi-¢ @ Mave-wise Totsi Coverage of the Area nnder High Yielding Yariedes.

(Lakh Heciaros:

Sr. States/Union Territories 1987-88  1988-89 1989-20 1960-91 199197 [892-93 {993-04 [804.07 (Wark
No. .

1 2 3 4 5 6 7 8 E 10 N

1 Andhra Pradesh 34.18 44.67 48.38 45.25 46.84 41.48 40 40 h.3

2 Arunachal Pradesh 0.09 0.15 0.24 .35 Q.40 Q.42 oo R Q
Assam 10.66 11.76 13.63 10.88 12.26 12.54 12,00 13,60
Bihar 58.00 40 27 34.64 35.40 37.00 I2ne Y 750 EENRTE
Goa 0.42 0.43 (.44 6.48 6.47 RN Ui S O
Gujarat 12.92 28.02 26.57 35.73 2317 oo 18,24 2860

Haryana 23.60 26.73 27.06 26.93 25.48 2673 26.83 2818 29 .54

[ BN = "2 T - OV

Himachal Pradesh 4.32 5.22 5.28 5.39 5.5 Loed 5,20 574 585

Jammu & Kashmir 5.30 5.74 6.32 4.18 4.19 6.71 4.40 4.58 4.07
10 Karnataka 18.35 20.76 20.58 31,65 13,40 31,58 KR+ 3628 0. 548
1l Kerala 3.53 1.60 1.56 1.63 oo .75 Y72 1,03 250
12 Madhya Pradesh 49.29 58.40 58.04 8377 67.7) et * 54 RS
13 Maharashtra 66.02 67.64 ERE R Tan T R BN TR LY
14 Manipur (.93 .94 1.5 390 .02 o8 0.¢2 A (.90
15 Meghalaya 0.30 0.51 (L3 0.36 7 bl 160 0.72
16 Mizoram G.0% Y] 013 .10 G.29 U9 9.10 Ut 0.33
[7 Nagaland 015 [RI (R U.ow £ o dd (s 04 035
18 Orissa {828 2148 A LA PR LELL AR IV RN
19 Pupjub 47.64 447! 50 77 5358 g S8 8510
20 Rajusthan 206.485 34 8.7 FICAHE RERVE 2 : 1o}
21 Sikkim 0.4} G.4¢ 0.46 U.48 Q.40 0.41 .33 (156 0.34
22 Tannd Madu 27.83 24.57 25.58 2564 1170 30,14 Lt 3152 32.38
23 Tripuia 1.77 186 1.93 213 2,14 b4 242 2.13 2.6
24 Uttar Pradesh 165,06 i25.55 127.48 13732 133,35 130,45 PAK.ST 144 %] 1alue
25 West Bengal 30.59 50.90 33.44 335,76 FY 36 4y EDNE 45,5349 41.3¢
26 Andaman & Nicobar istauds MoAL 008 0.08 0.907 0.Q7 .08 .08 .08 068
27 Chandigarh NLA. NOAL (.02 0.02 0.02 0.0z 2,02 0.02 0.02
28 Dadra & Nagar Heveb 0.67 U.07 0.08 0.08 0.12 0.10 0.t 0.11 0.12
28 Daman & Diu N.AL N.A. .03 .02 0.03 0.03 .01 (0. 0.01
30 Deil (5.48 0.59 0.40 0.57 0.5 Gl .58 .59 0.63
31 Pondicherry N.A. 0.26 0.26 0.27 0.26 0.7% .26 0.27 0.27

Total 541.03  600.25  oYf.e6  H4Y.54 654,08 AeD.9Z TR2TY V5B 12

Source : Ministry of Agriculture. Government of Indix.
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Table XI-7 : Per Hectare State-wise Consumption of Fertilisers (N+ P+ K) 1988-89 to 1994-95

=
Q

(Kg/Hay

5. Stale 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95
No.
i 2 3 4 5 6 7 8 9
I Andhra Pradesh 103.06 115.58 122.78 119.94 114.77 116.99 121.38
D Arunachal Pradesh 1.54 1.59 1.79 1.86 1.98 2.30 2.58
3 Assami 6.97 6.30 9.92 9.20 6.87 8.65 9.48
4 Bihar 57.82 54.14 57.08 59.49 58.71 57.68 64.51
5 Delhi 118.58 127.89 141.28 171.20 187.77 238.41 246.98
6 Goa 39.56 36.88 St.60 49.23 45.05 39.39 41.39
7 Gujaral 61.97 64.50 66.77 69.82 68.24 63.71 77.48
8 fHaryana 84.69 94.78 99.05 114.39 109.27 120.59 126.37
9 Himachal Pradesh 30.82 33.69 35.16 34.37 31.20 29.17 34.63
10 Jammu & Kashmir 51.81 44.74 39.96 44.44 41.08 3915 48.17
It Karnataka 67.68 64.31 70.83 73.08 62.95 64.96 64.92
{2 Kerala 72.20 70.37 80.92 74.30 67.19 58.53 66.74
13 Maharashtra 45.42 54.91 59.82 62.96 56.38 59.47 75.41
i4 Madhya Pradesh 30.13 30.05 34.02 3501 34.35 33.52 37.41
1S Manipur 38.44 37.52 40.87 45.98 47.70 47.42 58.90
16 Meghalaya 12.81 11.86 11.03 13.90 12.44 13.38 14.92
{7 Mizoram 4.74 6.86 9.20 8.33 [2.36 9.70 8.57
18 Nagaland 1.51 3.46 5.30 3.29 3.45 5.06 3.01
19 Orissa 17.63 21.68 20.08 19.97 20.68 21.16 22.48
20 Punjab 151.00 154.86 159.67 165.56 159.53 159.55 174.74
21 Rajasthan 16.21 15.95 19.14 24.37 27.11 27.77 34.30
22 Sikkim 12.94 [1.03 t0. (1 11.79 8.18 7.37 7.30
23 Tamil Nadu 119.14 114.65 125.29 120.28 114.59 111.93 136.64
24 ‘I'ripura 20.04 21.88 19.96 23.32 19.84 17.48 19.4%
25 Uunar Pradesh 84.58 82.53 87.95 87.07 84.40 88.75 99.27
26 West Bengal 76.47 79.55 86.93 87.18 84.39 85.98 86.18
Fotal 61.30 63.49 67.49 69.66 66.52 67.68 75.68
* . Including Daman & Diu
Note . Figures from 1991-92 are estumated.

Source : Ministry of Agriculture, Fertiliser Division, Government of India, New Delhi.
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Table XI-8 : Some Indicators of Industrial Sector
(Value in Rs. crore)
No. of Factories  No.of Employees Fixed Capital Value of Output  Net Value Added

Sr. States/Union Territories —
No. 1987-88 1991-92 1987-88 1991-92 1987-88 1991-92 1987-88 1991-92 1987-88 1991-92
1 2 3 4 5 6 7 8 9 10 11 12
I Andhra Pradesh 14101 15972 712862 847555 4514 17135 9137 19936 1245 3185
2 Assam 1598 1625 102722 121835 630 1334 1928 3375 464 758
3 Bihar 3487 3671 386635 358469 5967 8158 8103 14413 1909 3281
4 Goa 229 243 15796 * 19508 158 336 558 1416 80 * 276
5 Gujarat 10655 11094 671685 690053 7727 13430 16395 30763 2859 4092
6 Haryana 2775 3102 236716 265144 2338 4201 5383 10709 806 1749
7 Himachal Pradesh 227 331 44600 53788 940 1290 645 1354 166 408
8 Jammu & Kashmir 378 240 44715 14040 404 81 462 599 69 71
9 Karnataka 5734 5850 387979 426473 3085 4792 6564 15174 1343 3421
10 Kerala 3056 3702 246155 278684 1820 3112 4173 8082 867 1653
Il Madhya Pradesh 3417 4163 375389 397115 6908 9950 8006 15456 1563 2777
[2 Maharashtra 15163 15264 (221285 1192668 12178 24686 32831 59130 6245 10865
13 Manipur 45 63 853 1502 1 13 2 27 1 2
14 Meghalaya 30 29 1859 5726 12 297 17 51 4 20
15 Nagaland N.A. 63 N.A. 4237 N.A. 26 N.A. 56 N.A. 10
16 Orissa 1584 1566 161655 170105 3789 6141 2926 6679 473 1251
.7 Punjab 6100 5985 381244 384184 3873 7805 7698 13820 1023 2061
18 Rajasthan 2930 3689 234363 248541 3215 4887 4356 9937 700 1687
19 Tamil Nadu 13193 15502 885826 993229 6523 12850 16349 31593 2821 6116
20 Tripura 258 200 15707 9070 157 61 41 36 10 0
21 Uutar Pradesh 8631 10124 752642 753662 7526 18394 13666 28781 2576 5942
22 West Bengal 5329 5679 734634 765069 7346 11528 11087 18327 2524 3732
23 Delhi 3190 3346 134225 144555 1342 849 3240 6783 497 1127
24 Andaman & Nicobar Islands 52 52 6318 5434 63 22 34 65 11 22
75 Chandigarh 258 288 11252 11548 113 47 162 487 28 78
26 Dadra & Nagar Haweli N.A. 132 N.A. 5311 N.A. 149 N.A. 1093 N.A. 8Y
27 Daman & Diu N.A. 66 N.A. 3118 N.A. 66 N.A. 246 N.A. 30
28 Pondicherry 176 245 18463 22968 185 260 211 809 48 117
\ll India 102596 112286 7785580 8193590 77856 151902 153973 299196 28334 54827

* Includes Daman & Diu
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Table Xi-9 ; Selected Rutios refating te the Industrial Sector

Sro Swwes/Upon Territories Gross vuiput per Fixed Capital per Fixed Capital 1o Net Value Added  Fixed Capital o

N Employee™ Employee* output to outpul Net Value added
J9S7 8K 199192 1987-88 [991-92 1987.88 199192 1987 88 1991-92 (98788 199192
; 3 4 § A 7 8 9 1o 1 (2
1 Amdhra Pradesh 1.28 235 0.63 2.02 0.49 0.86 0.14 0.16 3.63 5.38
A s {HY L DR ER) U 33 V.40 024 0.22 .36 .76
4 Biha 200 4,02 Load 2.28 0.74 0.57 0.24 0.23 3.13 2.49
A Gon 3.53 7.20 1.00 172 0.24 0.24 0.14 0.19 1.98 .22
STHETEY 2.44 4.43 i1 195 0.47 0 44 0.17 0.13 2.70 3.28
& Huryana 2.27 4.04 0.99 1.58 0.43 039 015 0.16 2.90 2.40
Himachal Pradesh {45 2.52 2.1 240 1.46 0.95 0.26 0.30 5.66 3.16
& Jammu & Kashmir 1.03 4.27 0.90 0.58 0.87 0.14 0.15 0.12 5.86 114
Y Karnataka 1.66 3.56 0.80 .12 0.47 0.32 0.20 0.23 2.30 .40
1 Keiala L0 2.90 0.74 142 0.44 0.39 0.21 0.20 2.10 1.88
i1 AMadbya Pradesh 213 3.89 i.44 251 0 86 0.64 0.20 0.18 4.42 3.58
12 Munurasinra 1,69 4.96 .00 207 0.37 .42 0.19 0.18 1.95 2.27
P Muanpin (.22 1.80 0.4 .8 .50 0.4% (.50 0.07 - 6.50
Fiostephataya .91 0.89 0.63 5.19 0.71 5.82 0.24 0.39 3.00 14.85
P Nupadand N.A. 1.32 N.A. 0.0l N A 040 N.A 0.18 N.A 2,60
1o Orissa 1.81 3.93 2.34 3.61 1.29 0.92 0.16 0.19 8.01 4.91
17 Punjib 2.02 3.60 1.02 2.03 0.50 0.56 0.13 0.15 3.78 3.79
IR Rajastha 1.86 4.00 1.37 1.97 0.74 0.49 0.16 0.17 4.59 2.90
19 Tamil Nadu 1.85 3.18 0.74 .29 0.40 0.41 0.17 0.19 2.31 2100
20 Iripura 0.26 0.40 1.00 0.67 3.83 .69 0.24 0.17 15.70 10.17
P Utar Pradesh 1.82 3.82 .00 2 a3 .55 0.64 0.19 0.21 2.92 3.10
20 West Bengal 1.51 2,40 1.00 1.51 0.66 0.63 0.23 0.20 2.91 3.09
25 Delin 2.41 4.69 1.00 ).39 0.41 0.13 0.15 0.17 2.70 0.75
24 Audamian & Nicobar Istands 0.54 .20 1.00 0.40 1.85 0.34 0.32 0.34 5.73 -
25 Chaadigarh 1. 44 4.22 1.00 0.41 0.70 1.00 0.17 0.16 4.04 0.60
25 Dadra & Nagar Haweli N.A. 20.58 N.AL 2.81 N.A. 0.14 N.A. 0.08 N.A. 1.67
2% Daman & Dy N.A. 7.89 N.A. 2.12 N.A. 0.27 N.A. 0.12 N.A 2.20
1S Pordicherry 114 352 1.00 113 0.88 0.32 0.23 0.14 1.77 222
All India 1.98 3.65 1.00 1.85 0.51 0.51 0.18 0.18 2.78 2.77

*In Rs. lakhs.
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Table XI-10 : State-wise Distribution of the Number of Reporting Offices, Aggregate Deposits and Gross Bank Credit of All
Scheduled Commercial Banks

(Rs. lakhs)

States/Union Territories As on the tast Friday of March 1990 As on the last Friday of March 1995
No. of Bank Bank Credit No. of Bauk Bank Credit
offices Deposils Credit Deposit offices Deposits Credit Deposit
Ratio (per Ratio (per
cent) cent)
1 2 3 4 5 6 7 8 9
[. Northern Region 9079 3791910 2077142 54.8 9596 8367967 5049768 60.3
Haryana 1256 343601 210250 61.2 1337 727797 339929 46.7
Himachal Pradesh 695 119774 46200 38.6 756 267892 70578 26.3
Jammu & Kashmir 746 153928 48931 31.8 792 349045 149366 42.8
Punjab 2131 866790 394312 45.5 2239 1762061 730085 41.4
Rajasthan 3023 460428 286314 62.2 3161 1038248 477205 46.0
Chandigarh 109 129685 84936 65.5 126 319103 369477 115.8
Delhi 1119 1717704 1006199 58.6 1185 3903823 2913129 74.6
II. North-Eastern Region 1704 282823 146225 51.7 1889 604804 209016 34.6
Arunachal Pradesh 64 10449 2096 20.1 68 32312 3646 11.3
Assam 1137 189118 104994 55.5 1228 392898 149487 38.0
Manipur 68 8382 5861 69.9 85 17742 9865 55.6
Meghalaya 144 27275 6721 24.6 179 65034 10302 15.8
Mizoram 64 6492 2223 342 76 18001 2765 15.4
Nagaland 69 18053 7689 42.6 71 29889 10567 35.4
Tripura 158 23054 16641 72.2 182 48928 22383 45.7
II1. Eastern Region 10579 2760360 1450653 52.6 11417 4862049 2313893 47.6
Bihar 4599 825302 330408 40.0 4924 1509306 501233 33.2
Orissa 1944 234951 191085 81.3 2149 521112 282066 54.1
Sikkim 29 10646 3013 28.3 42 14779 3591 24.3
West Bengal 3986 1684648 924458 54.9 4272 2804861 1524871 54.4
Andaman & Nicobar Islands 21 4813 1689 35.1 30 11992 2132 17.8
IV. Central Region 12524 2447556 1292336 52.8 13050 4854143 1943734 40.0
Madhya Pradesh 4282 657290 450939 68.6 4423 1332438 710541 53.3
Utlar Pradesh 8242 1790266 841397 47.0 8627 3521705 1233193 35.0
V. Western Region 9102 4435514 3281875 74.0 9532 10652740 6804111 63.9
Goa 256 130735 41659 31.9 269 274021 72672 26.5
Gujarat 3331 1018202 623822 61.3 3488 2346680 1093807 46.6
Mabharashtra 5498 3280251 2614521 79.7 5757 8012503 5634735 70.3
Dadra & Nagar Haveli 7 1370 761 55.5 7 5993 929 15.5
Daman & Diu 10 4956 1112 22.4 11 13543 1967 14.5
VI. Southern Region 15926 3557690 3110969 87.4 16780 8244694 5930135 71.9
Andhra Pradesh 4534 935357 815142 87.1 4808 1995717 1511498 75.7
Karnataka 4227 821804 747626 91.0 4395 1967497 1333004 67.8
Kerala 2824 649757 415751 64.0 3018 1704077 765885 44.9
Tamil Nadu 4264 1123125 1116897 99.4 4479 2516121 2293494 91.2
Lakshadweep 8 766 124 16.2 8 2023 200 9.9
Pondicherry 69 26881 15429 57.4 72 59259 26053 44.0
All India 58914 17275853 11359200 65.8 62264 37586397 22250656 §9.2

Note @ Data are inclusive of those relating to RRBs.
Source : Banking Statistics - Quarterly Handouts, Reserve Bank of India.
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Table XI-11 : Per Office Bank Deposits and Credit

(As on last Friday of March)

X1-2i

(Rs. Crore)

Sr. States/Union Territories Bank Deposits Bank Credit
Na.
1990 1995 1990 1995

1 2 3 4 S 6
1. Andhra Pradesh 2.06 4.15 .80 o4
2. Arunachal Pradesh 1.63 4.75 0.33 0.54
3. Assam .66 3.20 0.92 1.22
4. Bihar 1.79 3.07 0.72 1.02
5. Goa 5.1 10.19 1.63 2.70
6. Gujarat 3.06 6.73 1.87 3.14
7. Haryana 2.74 5.44 1.67 2.54
8. Himachal Pradesh 1.72 3.54 0.66 0.93
9. Jammu & Kashmir 2.06 4.41 0.66 .89
10. Karnataka 1.94 4.48 1.77 3.03
11. Kerala 2.30 5.65 1.47 2.54
12, Madhya Pradesh 1.54 3.01 1.0s 1.61
13. Maharashtra 5.97 13.92 4.76 9.79
14. Manipur 1.23 2.09 0.86 1.16
15. Mecghalaya 1.89 3.63 0.47 0.58
16. Mizoram 1.01 2.37 0.35 0.36
17. Nagaland 2.62 4.21 1.11 1.49
18. Orissa 1.21 2.42 0.98 1.31
19. Punjab 4.08 7.87 1.85 3.26
20. Rajasthan 1.52 3.28 0.95 1.51
21 Sikkim 3.67 3.52 1.04 0.86
22. Tamil Nadu 2.63 5.62 2.62 5.12
23, Tripura 1.50 2.69 1.05 1.23
24. Uuar Pradesh 2.17 4.08 1.02 1.43
25. West Bengal 4.23 6.57 2.32 3.57
26. Andaman & Nicobar Islands 2.29 4.00 0.80 0.71
27. Chandigarh 11.90 25.33 7.79 29.32
28. Dadra & Nagar Haveli 1.96 8.56 1.09 1.33
29. Daman & Diu 4.96 12.31 I.11 1.79
30. Delhi 15.35 32.94 8.99 24.58
31. Lakshadweep 0.96 2.53 0.16 0.25
32. Pondicherry 3.90 8.23 2.24 3.62
All India 2.93 6.04 1.93 3.57
Source : Computed from Quarterty Handouts, Banking Statistics, Reserve Bank of India.
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Table XI -12 : Share of Rural to Total Offices, Deposits and Credit of Scheduled Commercial Banks

(As on last Friday of March)

(Per cent)

States/Union Territories

Rural/Total Offices

Rural/Total Deposits

Rural/Total Credit

1995

1990 1995 1990 1995 1990
1 2 3 4 5 6 7
I. Northern Region 56.9 54.8 15.7 15.6 13.3 10.5
Haryana 58.5 56.0 24.8 25.6 27.8 24.8
Himachal Pradesh 88.8 88.4 69.7 67.0 66.8 68.8
Jammu & Kashmir 71.8 72.6 30.0 35.2 24.6 13.3
Punjab 55.3 52.9 28.8 28.9 22.7 33.2
Rajasthan 66.5 63.4 21.0 229 26.5 25.8
Chandigarh 11.0 9.5 1.9 1.8 1.2 0.4
Delhi 6.7 5.7 1.7 1.6 0.7 0.3
I1. North-Eastern Region 71.9 72.6 24.8 28.0 324 37.3
Arunachal Pradesh 98 .4 98.5 98.1 98.7 99.2 99.2
Assam 71.0 71.1 22.9 24.8 29.7 353
Manipur 58.8 63.5 13.2 17.7 26.0 32.2
Meghalaya 72.2 75.4 16.9 21.1 35.5 34.9
Mizoram 87.5 89.5 24.3 19.9 34.2 41.3
Nagaland 65.2 64.8 17.1 i9.7 22.0 244
‘Tripura 69.6 70.9 27.2 28.3 46.3 49.2
II1. Eastern Region 67.5 67.9 17.3 21.0 19.2 19.5
Bihar 74.9 74.8 28.0 32.0 38.6 40.5
Orissa 76.1 76.0 25.6 30.6 34.1 36.1
Sikkim 86.2 78.6 19.7 33.1 22.0 28.9
West Bengal 54.7 55.8 10.9 13.2 9.2 9.5
Andaman & Nicobar Islands 61.9 56.7 22.6 24.5 22.4 29.5
1V. Central Region 68.7 67.0 25.0 27.6 25.9 26.8
Madhya Pradesh 70.6 68.3 20.7 23.5 229 21.6
Uttar Pradesh 67.7 66.3 26.6 29.1 27.4 299
V. Western Region 47.3 45.5 7.8 7.3 6.8 5.0
Goa 60.2 57.2 30.7 32.6 23.7 17.6
Gujarat 49.8 48.3 15.6 15.2 14.8 12.9
Maharashtra 45.2 43.3 4.5 4.0 4.6 .
Dadra & Nagar Haveli 100.0 100.0 100.0 100.0 100.0 100.0
Daman & Diu 10.0 9.1 2.8 3.6 3.7 3.2
VI. Southern Region 46.9 45.0 14.1 13.8 16.2 14.4
Andhra Pradesh 57.9 55.3 17.8 17.0 21.1 18.5
Karnataka 55.3 53.7 17.0 17.4 19.9 8.4
Kerala 20.1 18.2 8.0 8.2 9.1 9.8
Tamil Nadu 44.7 43.3 12.3 12.0 12.7 1.0
Lakshadweep 100.0 100.0 100.0 100.0 100.0 100.0
Pondicherry 37.7 38.9 15.8 17.1 17.3 3.9
All India 57.6 56.2 15.1 15.3 14.6 12.7
Source : Computed {rom the data taken from BSR - Quarterly Handouts, Reserve Bank of India.
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Table XI-13 : Performance of Scheduled Commercial Banks in Rural Areas
(Per cent)

States/Union Territories Growth between the last Fridays of March 1990 Credit Deposit Ratio as on
and 1995 last Friday of

No.of Offices Bank Deposits Bank Credit March 1990 March 1995

| 2 3 4 5 6

I. Northern Region 1.9 119.5 92.0 46.4 40.6
Haryana 1.9 118.6 44 2 68.6 45.3
Himachal Pradesh 8.3 114.9 57.3 36.9 27.0
Jammu & Kashmir 7.3 166.6 65.0 26.1 16.2
Punjah 0.4 103.5 171.5 35.8 47.7
Rajasthan -0.3 145.2 62.4 78.4 52.0
Chandigarh - 135.9 36.2 42.0 24.3
Delhi -9.3 111.3 7.2 25.3 12.8

I1. North-Eastern Region 12.0 141.4 64.5 67.5 46.0
Arunachal Pradesh 6.3 211.4 74.0 20.3 11.3
Assam 8.2 124.9 69.2 72.1 54.3
Manipur 35.0 184.1 108.7 138.0 101.4
Meghalaya 29.8 198.6 51.0 51.9 26.2
Mizoram 21.4 127.0 50.3 48.3 31.9
Nagaland 2.2 90.1 50.2 54.8 43.3
Tripura 17.3 120.9 43.1 122.7 79.5
ITI. Eastern Region 8.5 113.6 62.0 58.3 44.2
Bihar 7.0 109.6 59.0 55.3 41.9
Orissa 10.3 164.9 56.3 108.4 64.0
Sikkim 320 132.8 56.4 31.6 21.2
West Bengal 9.3 f01.4 70.8 46.3 39.3
Andaman & Nicobar Islands 30.8 170.3 66.7 34.8 21.4
IV. Central Region 1.6 118.6 56.1 54.6 39.0
Madhya Pradesh -0.1 130.2 48 .4 76.0 49.0
Uuar Pradesh 2.4 115.3 59.5 48.5 35.9

V. Western Region 0.8 123.0 71.7 64.3 49.5
Goa - 122.1 29.6 24.6 14.3
Gujaral 1.7 125.5 52.5 58.2 39.3
Maharashira 0.3 118.4 90.2 82.0 71.4
Dadra & Nagar Haveli - 337.4 22.1 55.5 15.5
Daman & Diu - 248.2 51.2 29.5 12.8

VI. Southern Region 1.0 126.6 69.8 100.6 75.4
Andhra Pradesh 1.4 104.0 61.9 103.7 82.3
Karnataka 1.0 144 .4 65.2 106.4 71.9
Kerala -3.3 170.1 98.4 72.8 53.5
Tamil Nadu 1.7 118.8 77.4 103.1 83.6
Lakshadweep - 164.1 61.3 16.2 9.9
Poudicherry - 138.1 35.6 62.8 35.7

All India 3.2 120.6 69.5 63.9 49.1

Source © Computed from the data taken from BSR - Quarterly Handouts. Reserve Bank of India.
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Table XI-14 : State-wise Share of Priority Sector Advances Relating to Scheduled Commercial Banks in Total Bank Credit

(Per cent)

States/Union Territories

Share of Priority Sector Advances in
Total Bank Credit

March 1992 March 1993 March 1994

1 2 3 4

I. Northern Region 31.20 26.78 27.28
Haryana 63.50 59.78 62.85
Himachal Pradesh 57.91 53.20 57.03
Jammu & Kashmir 41.44 37.94 28.95
Punjab 56.40 52.77 52.42
Rajasthan 53.11 49.17 51.00
Chandigarh 29.44 31.27 16.92
Delhi 12.65 10.49 12.01

II. North-Eastern Region 53.65 53.85 60.36
Arunachal Pradesh 68.42 46.15 46.46
Assam 51.42 51.65 58.27
Manipur 65.79 64.71 81.15
Meghalaya 53.52 57.14 52.74
Mizoram 50.00 63.16 69.63
Nagaland 64.77 64.95 67.02
Tripura 61.26 62.20 70.07
Sikkim 35.71 31.03 46.46
II1. Eastern Region 36.78 35.77 40.27
Bihar 61.22 61.00 61.97
Orissa 53.44 52.51 58.00
West Bengal 25.71 24.86 30.33
Andaman & Nicobar Islands 38.10 43.48 50.88
IV. Central Region 53.12 53.67 56.28
Madhya Pradesh 52.08 51.03 51.46
Uttar Pradesh 53.70 55.16 59.08

V. Western Region 22.68 20.64 23.82
Goa 26.88 25.99 31.29
Gujarat 38.57 35.64 37.01
Maharashtra 19.02 17.37 21.03
Dadra & Nagar Haveli 55.56 62.50 63.53
Daman & Diu 92.86 86.67 97.80
V1. Southern Region 39.97 39.43 39.55
Andhra Pradesh 44.90 43.14 44.08
Karnataka 41.54 39.99 38.42
Kerala 43.04 39.40 42.39
Tamil Nadu 43.06 36.66 36.43
Pondicherry 4318 43.30 40.92
Lakshadweep 50.00 100.00 69.93

All India 34.24 32.08 33.79
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Table XI:15 Priority Sector Advances for Agriculture and Allied Activities- March 1994

(Rs.crore)
States / Union Direct and Total Percentage
Territories [ndirect Bank of Col.2
Finance for Credit to Col.3

Allied

Activities
1 2 3 4
Northern Region 3784 39691 9.53
Haryana 843 2828 29.81
Himacha! Pradesh 95 593 16.02
Jammu & Kashmir 65 1209 5.38
Punjab 1429 6164 23.18
Rajasthan 1064 4021 26.46
Chandigarh 152 1886 8.06
Delhi 136 22990 0.59
North-Eastern Region 281 1638 17.16
Arunachal Pradesh 7 28 25.00
Assam 177 1182 14.97
Manipur 14 87 16.09
Meghalaya i3 76 17.11
Mizoram 3 19 15.79
Nagaland 30 97 30.93
Sikkim 5 28 17.86
Tripura 32 121 26.45
Eastern Region 2238 18843 11.88
Bihar 974 4005 24.32
Orissa 464 2176 21.32
West Bengal 798 12644 6.31
Andaman & Nicobar [slands 2 18 1111
Central Region 3770 15758 23.92
Madhya Pradesh 1425 5780 24.65
Uttar Pradesh 2345 9978 23.50
Western Region 3368 52919 6.36
Goa 37 598 6.19
Guj rat 1156 8755 13.20
Maharashtra 2173 43541 4.99
Daman & Diu 1 16 6.25
Dadra & Nagar Haveli I 8 12.50
Southern Region 8124 46062 17.64
Anchra Pradesh 2652 11199 23.68
Karnataka 1812 10185 17.79
Kerala 867 6149 14.10
Tamil Nadu 2759 18309 15.07
Pondicherry 34 218 15.60
Lakshadweep 0 1 0.00

All India 21565 174911 12.33




Table XI-16 : State-wise Financiai Assistance Sanctioned and Disbursed by All-India Financial Institutions* and IDBI

(Rs. crore)
Sr. States/Union Territories All-India Financial Institutions (AIFIs) Industrial Development Bank of India (IDBI)
No.
1989-90 1992-93 1993-94 Cumulative upto 1989-90 1992-93 1993-94 Cumulative upto
end-March 1994 end-March 1994
S D S D S D S D S D S D S D S D
1 2 3 4 5 6 7 ) 9 10 11 12 13 14 15 16 17 18
1 Andhra Pradesh 943.4 665.8 14217 11418  2055.7 1121.0 12256.2 87353 554.7 4159 781.3 612.7 1088.3 495.4 62943  4549.6
2 Arunachal Pradesh 1.4 0.9 1.4 1.1 0.6 1.1 21.6 19.1 1.0 0.9 0.4 0.7 - 0.2 14.6 12.8
3 Assam 222.9 59.5 95.6 90.4 86.7 88.7 978.3 729.0 118.9 40.5 13.0 50.8 30.7 16.0 503.7 415.4
4 Bihar 369.2 206.9 536.9 433.8 373.7 211.3  3568.6  2434.1 156.7 82.5 139.0 225.1 82.7 62.8 1594.7 1052.7
5 Goa 120.6 78.7 110.3 88.2 298.1 1445 13058 897.3 73.8 48.6 40.7 27.7 88.1 46.2 657 8 480.7
6 Gujarat 1402 .4 934.0  4023.7 26637 73459 27655 25689.2 15498.0 745.9 537.9 1464.6 1069.9  2495.0 937.2 99889 6582.8
7 Haryana 511.8 280.9 822.6 409.1 738.4 464.0 44597 29853 323.2 178.4 2443 136.4 268.0 170.8 20486 1455.4
8 Himachal Pradesh 152.5 92.6 255.4 287.0 96.3 256.6 17223 1224.0 108.6 61.4 74.4 172.5 33.0 144.2 829.7 740.8
9 Jammu & Kashmir 53.0 44.6 10.4 11.9 5.4 2.7 549.6 453.9 47.6 41.8 3.7 4.0 2.7 - 376.9 316.6
10 Karnataka 335.5 414.2  1603.6 876.3 19354 14852 100285  7192.8 4133 287.8 563.1 3437 548.8 478.1 4345.7  3309.7
11 Kerala 226.8 178.4 417.1 288.4 430.7 348.0 30605 23195 185.9 140 .4 172.7 113.5 197.2 152.0  1750.6 1347.6
12 Madhya Pradesh 623.4 437.4 13849 871.2  1853.1 1202.3  9153.6  6057.2 418 5 280.2 523.3 360.6 937.9 589.2 43694 30295
13 Maharashtra 3199.2  1785.4 73676 4760.7 84364  5767.8 40607.5 27630.2 11793 627.9 1881.6 1137.7  3318.5 1919.0 13332.8 8755.5
14 Manipur 12.2 8.8 (.5 1.4 [.1 1.1 43 .4 37.2 i 6.1 - - - - 323 259
15 Meghalaya 9.3 11.4 22 1.7 2.6 2.4 95.6 80.9 8.8 9.1 0.3 0.2 - - 72.2 59.9
16 Mizoram 4.0 4.0 1.1 0.4 0.2 0.2 33.8 29.4 4.0 4.0 1.0 0.3 - - 28.5 242
17 Nagaland 3.0 4.3 1.4 3.8 0.4 0.5 44 .4 422 3.0 3.8 0.1 2.7 - -~ 312 29.4
18 Orissa 3522 175.1 465.0 289.8 386.0 4799 35156 27734 203.8 117.4 229.2 145.2 202.9 3449 19423 1692.3
19 Punjab 360.2 364.9 616.5 378.3 725.6 467.8 45490 32659 202.5 185.4 221.4 101.6 296.8 159.9  2179.3 1475.1
20 Rajasthan 571.5 302.0 10968 {012.0 1250.8 1010.5  7111.7  5087.4 264.4 174.2 588.7 508.0 545.6 453.4 34348 25113
21 Sikkim 8.0 2.5 1.4 1.2 04 0.4 34.8 30.5 8.0 2.5 - - - ~ 247 209
22 Tamil Nadu 1244.1 877.7 2095.1 1418.3  2596.6 1707.0 15272.1 10815.7 699.1 5222 759.4 354.0 876.1 727.2  6736.5 51053
23 Tripura 11.5 3.7 1.4 1.0 0.6 0.7 39.3 28.5 7.9 3.7 - - 0.1 0.1 27.2 20.0
24 Utar Pradesh 1063.4 717.1 1590.3 1065.7 26549 1172.1 140736 9297.4 598.5 415.1 663.7 432.1 1018.6 509.1 6761.1 4611.3
25 West Bengal 587.5 461.4 1163.2 621.2 1240.6 955.9 9003.5 5615.0 273 .4 2282 597.2 225.4 387.8 282.5 3783.3 23451
26 Delhi 155.7 121.4 943.6 601.6 19142 672.1 53049 31844 81.9 57.0 174.2 75.6 417.4 221.6  1386.5 963.0
27 Union Territories 94.7 56.2 131.4 105.2 166.5 109.0 1071.0 728.3 58.3 331 60.8 37.6 74.9 50.9 564.1 393.1
Total 12839.4  8289.8 31253.8 21173.3 40033.4 24373.8 184124.7@124877.8+ 6752.1  4506.0 9198.1  6338.0 12911.1 7760.7 73112.1**51326.2@@

S = Sanctioned D = Disbursed

*  The expression All-India Financial Institutions (AIF]) refer to All-India Development Banks (AIDBs) viz., 1DBI, IFCI, ICICI, SIDBI, IRBI and SCICI, Specialised Financial

Institutions viz., RCTC, TDICI, and TFCI and investment institutions viz., LIC, UTI and GIC.

Including assistance of Rs.0.4 crore sanctioned by IDBI to Bhutan, Rs.28 crore and Rs.27.6 crore sanctioned by ICICI 1o Malaysia and Saudi Arabia, respectively and Rs.10,474.3

crore sanctioned by UTI in respect of proposals, in more than one state and non-specific areas.

+ Including assistance of Rs.0.3 crore disbursed by IDBI to Bhutan, Rs.1.71 crore disbursed by ICICI ro Malaysia and Rs.7,681.9 crore disbursed by UTI in respect of proposals
in more than one state and non-specific areas.

** Includes Rs.0.4 crore sanctioned to Bhutan

@@ Includes Rs.0.3 crore disbursed to Bhutan.

Source : IDBI Report on Development Banking in India. 1993-94.
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Table XI-17 : State-wise Share of Financial Assistance Sanctioned and

Disbursed by All-India Financial Institutions

X1-27

(Per cent)

i, Blates/Uoson ‘territories 1989-90 1992-93 1993-94 Cumulative upto
No. end-March 1994
S -—IL)_ S D S D S __D
{ 2 3 4 5 6 7 8 9 10
Ay Pradesh 7.34 8.03 1.55 5.39 S 13 4.60 6.66 6 99
% Arunachal Pradesh 0.01 0.01 0.01 0.01 - 0.01 0.0t 0.02
3 Assam 1.74 0.72 0.31 0.43 0.22 0.36 0.53 0.58
4 Bihar 2 88 2.50 1.72 2.05 0.93 0.87 1.94 1.95
5 Goy 0.94 .95 0.35 0.42 0.74 0.59 0.7 0.72
6 Gujarai 10.92 11.27 17 .87 12.58 18.35 11.35 13.95 12.41
7 Harvana 3.99 3,39 2.63 1.93 .84 1.90 2.42 2.39
£ Hunwhal Pradesh e P12 .82 1.36 0.24 1.05 0.94 0.98
S daming & Rasho 1,4k 034 0.3 0.06 (.01 0.01 0.30 0 36
10 Kavontaka 17 1,94 S13 1.14 4.83 6.09 5.45 5.76
t Keralo b7 R .33 1.36 1.08 1.43 1.60 1.86
12 Madhya Pradesh 1,86 828 1,43 1.11 4.63 4.93 4.97 4.85
i3 Maharashirs 14,97 ST 2357 1248 2107 23.66 22.05 22013
i4 Mampaor 10 ot .01 0.01 0.01 0.02 0.03
15 Meghalayva 0,07 014 0.01 0.01 0.01 0.01 0.05 0.06
I6 Mizoram 0.03 0.03 00! - - - 0.02 0.02
17 Nagaland 0.02 [AREE) .01 (.02 0.02 0.03
bR Orissi 2.7 20 {.40 1.37 0.96 1.97 1.91 2.22
{9 Punjab 281 4.40 1.97 1.79 .81 1.92 2.47 2.62
20 Rajasthan 4.45 3.64 3.51 4.78 3.12 4.18 3.86 4.07
21 Sikkim NG 0.03 0.01 0.01 - - 0.02 0.02
22 Tamil Nadn 969 103,59 H.70 6.70 6.49 7.00 8.29 8.06
23 Tripura 0.09 0.04 0.01 0.01 - 0.02 0.02
24 Utiar Pradesh %2R ®.65 5.09 5.03 6.63 4.81 7.64 7.45
25 Wesi Bengal 483 5.537 v 72 2.93 310 3.92 4.89 4.50
26 Delhi .21 l.db 302 2 R4 4.78 2.76 2.88 2.55
27 Union Territories (1.74 0.68 0.42 0.50 0.42 0.45 0.58 0 58
8§ = danctioned = Dishursed
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Table XI-18 : State-wise Sharc of Financial Assistance Sanctioned and

Disbursed by IDBI

(Per cent)

Sr. States/Union Territories 1989-90 1992-93 1993-94 Cumulative upto
No. end-March 1994
S D S D S D N D

1 2 3 4 5 6 7 8 9 10
1 Andhra Pradesh 8.22 9.22 8.49 9.67 8.43 6.38 8.61 8.86
2 Arunachal Pradesh 0.01 0.02 0.01 0.01 - - 0.02 0.02
3 Assam 1.76 0.90 0.14 0.80 0.24 0.21 0.69 0.81
4 Bihar 2.32 1.83 1.51 3.55 0.64 0.81 2.18 2.05
5 Goa 1.09 1.08 0.44 0.44 0.68 0.60 0.90 0.94
6 Gujarat 11.05 11.94 15.92 16.88 19.32 12.08 13.66 12.83
7 Haryana 4.79 3.96 2.66 2.15 2.08 2.20 2.80 2.84
8 Himachal Pradesh 1.61 1.36 0.81 2.7 0.26 1.86 1.13 1.44
9 Jammu & Kashmir 0.70 0.93 0.04 0.06 0.02 - 0.52 0.62
10 Karnataka 6.12 6.39 6.12‘ 5.42 4.25 6.16 5.94 6.45
11 Kerala 2.75 3.12 1.88 1.79 1.53 1.96 2.39 2.63
12 Madhya Pradesh 6.20 6.22 5.69 5.69 7.26 7.59 5.98 5.90
13 Mabharashtra 17.47 13.93 20.46 17.95 25.70 24.73 18.24 17.06
14 Manipur 0.16 0.14 - - - - 0.04 0.05
15 Meghalaya 0.13 0.20 - - - - 1.00 0.12
16 Mizoram 0.06 0.09 0.01 0.01 - - 0.04 0.05
17 Nagaland 0.04 0.08 - 0.04 ~ - 0.04 0.06
18 Orissa 3.02 2.61 2.49 2.29 1.57 4.44 2.66 3.30
19 Punjab 3.00 4.11 2.41 1.60 2.30 2.06 2.98 2.87
20 Rajasthan 3.92 3.87 6.40 8.02 4.23 5.84 4.70 4.89
21 Sikkim 0.12 0.06 - - - - 0.03 0.04
22 Tamil Nadu 10.35 11.59 8.26 8.74 6.79 9.37 9.21 9.95
23 Tripura 0.12 0.08 - - - - 0.04 0.04
24 Uttar Pradesh 8.86 9.21 7.22 6.82 7.89 6.56 9.25 8.98
25 West Bengal 4.05 5.06 6.49 3.56 3.00 3.64 5.17 4.57
26 Delhi 1.21 1.26 1.89 1.19 3.23 2.86 1.90 1.88
27 Union Territories 0.86 0.73 0.66 0.59 0.58 0.66 0.77 0.77

S =

Sanctioned D = Disbursed
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Table XI-19 : State-wise Financial Assistance Sanctioned and
Disbursed by State Financial Corporations
(Rs. CI'(ll't;))
Sr. States/Union Territories 1989-90 1992-93 1993-94 Cumulative upto
No. end-March 1994
S D S D S D S D
1 2 3 4 5 6 7 8 9 10
I Andhra Pradesh 193.3 128.3 1890 126.2 94.1 79.9 1413.9 1285.7
2 Assam 12.3 9.3 8.8 8.9 5.4 4.7 99.9 87.8
3 Bihar 35.1 31.0 1. 6.5 0.1 0.6 736.5 410.6
4 Gujarat 155.3 106.6 219.7 180.6 231.2 206.1 20031 1358.4
5 Haryana 53.9 33.7 110.0 91.8 102.5 t15.2 615.1 505.7
6 Himachal Pradesh 15.2 23.0 11.6 14.1 [1.4 12.3 175.1 163.7
7 Jammu & Kashmir 34.4 32.2 5.3 18.9 1.0 8.3 308.8 290.1
8 Karnataka 183.6 147.0 328.2 299.8 337.7 310.0 2023.6 1816.3
9 Kerala 69.1 56.4 90.9 65.1 81.6 68.4 670.0 522.3
10 Madhya Pradesh 61.6 44.5 52.3 45.5 52.9 43.0 583.9 490.2
11 Maharashira 101.3 72.2 247.4 154.7 281.6 180.5 1851.0 1209.9
12 Orissa 58.4 56.1 55.2 49.3 50.9 45.9 656.7 608.1
13 Punjab 57.0 48.7 87.5 70.9 89.5 74.4 663.8 529.1
14 Rajasthan 109.7 65.4 164.5 107.5 162.5 106.3 1090.2 891.8
15 Tamil Nadu 112.7 93.5 205.8 130.1 318.5 198.4 1842.5 1290.5
16 Uuar Pradesh 180.3 152.8 159.2 127.6 42.8 75.3 1417.9 1330.4
17 West Bengal 60.6 42.1 41.3 31.6 32.1 22.9 470.8 381.7
18 Delhi 20.4 13.7 27.5 28.3 13.6 15.8 198.5 186.9
Total 1514.2 1156.5 2015.3 1557.4 1909.4 1568.0 16821.3  13359.2
S = Sanctioned D = Disbursed
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Table XI-20 : Small Savings Collections

(Ry. croed

Sr. States/Union Territories 1991-92 1994 93
Target* Gross Net Target* Gross __Nc_x
Collections  Collections Cotleciicas Collecto
1 2 3 4 5 6 7 ¥
I Andhra Pradesh 475.00 840.41 325.33 700.00 Ludl 48 9252
2 Arunachal Pradesh 2.00 4.66 2.08 4.00 12,85 734
3 Assam 170.00 343.94 143.67 175.06 i3 3 037.19
4 Bihar 425.00 1034.07 219.73 500.00 1634.43 659,41
5 Goa 30.00 43.58 15.26 30.00 78.09 21.06
6 Gujarat 800.00 1512.49 584.02 1000.00 227638 82038
7 Haryana 225.00 541.93 177.51 300.00 1035.20 414.8%
8 Himachal Pradesh 125.00 274.90 127.7! 150.00 §70.7% 598.72
9 Jammu & Kashmir 50.00 140.53 53.66 200,60 304.72 152 04
10 Karnataka 330.00 772.48 312.76 500.00 2125.79 1244.49
11 Kerala 220.00 446.16 173.05 350,00 1198.77 635.36
12 Madhya Pradesh 300.00 601.03 187 .85 420.0u 1099.98 398.02
13 Maharashtra 850.00 2188.55 490 06 3G0.H0 3395.14 G061
14 Manipur 4.00 7.23 3.46 ERVE is. 77 1
I5 Meghalaya 10.00 tu. 14 8.23 20.00 40,27 15.43
16 Mizoram 1.50 538 3.77 RAvE 1374 %10
17 Nagaland 2.25 AN 1.4% 2.06 5.03 303
18 Orissa 180,00 389.04 131.53 200.00 755 .57 33400t
19 Punjab 350.00 089.49 230.95 S00.00 1401.69 651.53
20 Rajasthan 400.00 725.06 34925 500.00 1402.30 632.12
21 Sikkim 2.00 1.85 .81 240 768 371
22 Tamil Nadu 375.00 1331.81 S31.50 300.00 263035 F100u
23 Tripura 15.00 51.39 22.81 20.00 90.80 28,89
24 Unar Pradesh 1300.00 2682.04 310 74 1200.00 510970 223523
25 West Bengal 930.00 1910.27 572.56 1200.00 4132.09 1976.01
26 Andaman & Nicobar [slands 1.00 4.54 1.66 3.00 9.77 4.77
27 Chandigarh 40.00 71.62 20.67 30.00 10826 26.59
28 Daman & Diu 1.00 2.70 1.85 2.00
29 Delhi 380.00 567.19 231.93 400.00 1528.4% 683.30
30 Lakshadweep 0.25 0.24 0.03 1.00 0.28 0.04
31 Base@ - 32.27 7.78 - 51.14 -40.47
32 Pondicherry 6.00 7.77 2.58 5.00 13.13 3.24
Total 8000.00 17233.91 5655.39 9728.00 34437.84 14425.64
* . The targets relate to net collections,
W . Base stands lor collections through Army Post Offices,

Source : Office of the National Savings Commissioner, G.O.1. Ministry of Finance



Table XI-21 : Minor Irrigation Facilities
(Area © Lakh hectares)

Sr. Stares/Union Territories Total cropped area Area covered by Precentage of column Number of
No. minor irrigation (510 3) (6104
facilities Wells Tube Wells Canals

1987-88 1993-94 1987-88 1993-94 1987-88 1993-94  1987-88 1993-94  1987-88 1993-94 1987-88  1993-94

1 2 3 3 hl 6 7 8 9 10 11 [ 13 14

1 Andhra Pradesh 121.35 126.88 22.00 28.00 18.10 2210 1332575 1130279 115904 236676 77 93

2 Assam 32.97@ 33.64 1.17@ 2.95 3.55 8.52 N.A 214 N.A 84 N.A N.A,

3 Bihar 103.27 N.AL 39.83 56.02 38.57 - 37679 127230 500649 937836 2248 3122

4 Goa 1.548S 1.62 0.208 0.29 12.99 17.90 - - - - - -

5 Gujarat 80.38 110.58a@@ 17.80 27.19%q¢@ 22.14 24.59 731592 789826@@ 13454 194712@ 1660 1248@@
6 Karnataka 122.46 124.32 13.30 17.23 10.90 13.90 426658 470989 41942 16472 107 125

7 Kerala 28.99 31.70 2.18 2.01 7.50 6.30 39734 10183 484 286 223 412

8 Madhya Pradesh 226.94 249 .44 18.62 35.16 §.20 14.10 1135139 1277446@@ 27576 9666z @ 2922 ivTa@
9 Meghalava 2.482@ 2.38 0.24@ 0.26 10.03 10.42 623@ 625 @ 3 93@ 102

10 Mizoram 0.66 1.10 0.01 0.08 1.52 7.27 N.A N.A N.A N.A N.A 69

11 Orissa 90.92 94 16@@ 12.63 17.02@@ 13.89 18.08 6913 27384@@ 4447 4939@@ N.A N.A.

12 Rajasthan 133.08 192.55 39.95 55.98 30.02 29.07 1134450 1292939 62499 101502 N.A N.A.

13 Sikkim - 1.09 0.01 0.01 - 0.92 - - - - 49 I

14 Tamil Nadu 67.29 70.67@@ 21.01 23.00@@ 31.22 32.53 1644723 1687026 §2142 108342 2290 2229

15 Tripura 4.45 4.40 0.41 0.49@@ 9.21 11.149@@ 8844 10844@@ 336 366@@ N.A NA.

16 Uttar Pradesh 244.30 236.81@@ 151.90 175.40@@ 62.20 65.40@@ 726000 200000 820000 538000 69000 N.A.

17 West Bangal 74.43 79.04 23.59 28.04 31.69 35.46 1029 6681 5731 8967 3198 3297

18 Pondicherry 0.39 0.45 0.33 0.35 84.48 79.06 - - 6326 5475 174 N.A.
@ . Data relates to 1988-89

@@ : Dala relates to 1992-93
S . Daia relates 10 1991-92

SHIFO.LIIALL NOINN UNV SHLVY.LS NI SILNIWIOTIALG OV



Table Xi-zZ : Health Facilities Available

Sr. States/Union Territories No. of Hospitals Population covered No. of Dispensaries  Population Covered No. of Beds Population covered
No. per Hospital per Dispensary per Bed
1987-88  1994-95  1987-88  1994-95  1987-88  1994-95 1987-88  1994-95  1987-88  1994-95  1987-88 1994-95
1 2 3 4 5 6 7 8 9 10 11 12 13 14
1 Andhra Pradesh 344 340@ 1825000 203941 3588 2730@ 17497 25399 30318 33736@ 2071 2055
2 Assam 118 * 152@ 189549 155197 324 = 317@ 64938 74416 11565 * 12603@ 1819 1872
3 Bibar 209 310 391483 293387 1587 2488 51556 36555 24778 32070 3302 2836
4 Goa N.A. 121 N.A. 10083 N.A 28 N.A 43571 N.A 4499 N.A 271
5 Gujarat 1424 2619@ 27774 16453 4303 7349@ 9191 5863 42354 71169@ 934 605
6 Haryana 79% 79@ 195570 219494 2308 232@ 67174 74741 10631 $ 11382@ 1453 1523
7 Himachal Pradesh 698 69@ 71594 78261 735% 707@ 6721 7638 7958 % 8663@ 621 623
8 Karnataka 286 358@ 150699 130363 1855 2178 23234 21428 40124 51883 1074 899
9 Kerala 141 147 199858 204558 188 51 149893 589608 27621 29105 1020 1033
10 Madhya Pradesh 326 396 190000 175277 365 256 1696+'8 271132 26765 28754 2314 2414
11 Meghalaya 8 9@@ 206250 207778 31 2l@@ 53226 89048 1391 2082¢@ 1186 898
12 Mizoram 10 11 64000 67273 27 38 23704 19474 480 1488 1333 497
13 Orissa 305 285@ 98688 116000 246 192@ 122358 172187 15206 17314@ 1979 1909
14 Punjab N.A. N.A. N.A. N.A. N.A. N.A. N.A. N.A. 16094 * 14219@ 1205 1478
15 Rajasthan 189 218 219577 212293 710 286 58451 161818 23714 35663 1750 1298
16 Sikkim 5 5 78000 88000 - - - - 425 655 917 672
17 Tamil Nadu 258 273 208604 209487 251 281 214422 203523 34163 37578 1575 1522
18 Tripura L* 15 2540000 194000 353+* 548 7195 5310 1810 * 2107 1403 1381
19 Utter Pradesh 6015 8614 21835 16840 - - - - 61531 72393 2134 2004
20 West Bengal 410 392@ 156073 180791 551 551@ 116134 128621 65476 67078@ 977 1056
21 Lakshadweep 2 2 25000 25000 3 4 16666 12500 140 140 357 357
22 Pondicherry 8 8 92500 106250 57 59 12982 14407 1936 2087 382 407
* . Daia relates to 1988-89
@ : Dara relates to 1993-94
@@ : Data relates to 1992-93
S : Dara relates to 1990-91

e IX

S6-v661 ‘HONVNIA ANV ADNTRAND NO LIOdTd



Table XI-23 : Educational Institutions and Students’ Enrolment in Schools

Number of Schools

Students’ Enrolment in Schools

Sr. States/Union Territorjes Primary Middle Secondary/Higher Primary Middle Secondaryv;Higher
No. Secondary Secondary
1987-88  1994-95 1987-88 1994-95 1987-88  1994-95 1987-88  1994-95  1987-88  1994-95  1987-88 1994-95

1 2 3 4 b) 6 7 8 9 10 11 12 13 14

1 Andhra Pradesh 46121 49153 5724 6851 6161 7607 5478000 5413006 1896000 1872000 2841000 3293000

2 Assam 26670 28876@ 5181 6729@ 2745 3574@ 2828747 2976837@ 1184444  1280255@ 907660 1354438 @
3 Bihar 52182 53029@ 12535 13330@ 3875 4061@ 5636395 6062982@ 3895613 4267776@ 1637414 1734393 @
4 Goa N.A 1278 N.A 457 N.A 428 N.A 99760 N.A 79937 N.A 91331

5 Gujarat 12815 14277 16837 19050 4776 5639 1139952 1479459 5148016 5865920 1428835 2018700

6 Harvana 5048 5659@ 1222 1425@ 2094 2639@ 689551 911345@ 430212 496019@ 1477975 1851299 @
7 Himachal Pradesh 7074 7548@ 1068 1067@ 932 1154@ 628196 698240@ 117621 129180@ 338251 501590 @
8 Jammu & Kashmir 7666 9784@ 2276 2669@ 1063 1278@ 402237 455818@ 397011 437613@ 382916 430978 @
9 Karnataka 23106 24340 15725 17344 4727 6612 4449000 5718000 1939000 2597000 1117000 1690300

10 Kerala 6817 6694 2886 2913 2438 2493 2637094 2251982 1805595 1839183 13435967 1626178

11 Madhya Pradesh 65846 73847@ 13361 17030@ 3467 5621@ 6975000 8462000 2312000 2603000 1265000 1707000

12 Meghalaya 4132 4099@ 713 816@ 316 392@ 233560 278120@ 50470 73350@ 61240 40120 @
13 Mizoram 1033 1146 477 663 162 289 90067 97993 40020 48080 18356 29716

14 Orissa 38793 42104 9269 12096 4036 5231 3388000 3815000 908000 1125000 728000 840000

15 Punjab 12322 12486@ 1395 1430@ 2730 2864@ 1852749 1831813@ 170333 1992i2@ 1194821 1648375 @
16 Rajasthan 28915 34610 8355 11071 3068 4471 2937627 3420080@ 2048855 2424331@ 1207184 1853535 @
17 Sikkim 489 529 123 118 68 88 28786 33585 22674 30891 31987 48524

18 Tamil Nadu 29319 30351 5749 5578 4529 5658 5272000 5737000 3017000 3208000 3378000 4794000

19 Tripura 1989 20355 « 419 435 381 498 372721 415690@ 117391 121197@ 59133 79575 @
20 Uuar Pradesh 76240 75922@ 17417 15546@ 5927 6637 11140000 15719000 2528000 3783000 4440000 5469000

21 West Bengal 51003 51021 3250 2794 6090 7276 8638000 N.A 3297000 N.A 1600000 N.A

22 Chandigarh 41 5%@ 33 33@ 64 91@ 10590 30286@ 10468 13080@ 59421 91147 @
23 Lakshadweep 19 19 4 4 11 12 6799 7205@ 3535 4634@ 2595 3887 @
24 Pondicherry 355 336 103 119 87 125 51542 47934 49190 50298 64104 107239

25 Delhi 1797 2072@ 379 531@ 981 1263@ 617775 84865%@ 114151 140551@ 905617 969080 @
@ : Data relates 10 1993-94
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Table XI-24 : Number of Villages Having Drinking Water Facilities
Sr. States/Union Territories Total No. of No. of Villages where
No. Villages drinking walter is available
1987-88 1994-95 1987-8% 1994-95

1 2 3 4 5 6

I Andhra Pradesh 27379 27379 17188 25064

2 Assam 21998 24685@ 17172 21561 @
3 Bihar 67566 67566 62595 67566

4 Goa N.A. 383 N.A. 62

5 Gujarat 18114 18569 15527 18092

6 Haryana 6745 6745 5501 6745

7 Himachal Pradesh 16807 16807 14280 16807

8 Jammu & Kashmir 6477 6477 4858 6325

9 Karnataka 29386 29193 26483 27066
10 Kerala 1219 1384 1192 1341
11 Madhya Pradesh 71352 71526 64570 70322
12 Meghalaya 4902 5492 2374 5083
13 Mizoram 721 699 106 222
14 Orissa 42221 80387 36858 60197
15 Punjab 12342 12342 10746 12342
16 Rajasthan 34968 37889 28711 36905
v7 Sikkim N.A. 1679 207 422
18 Tamil Nadu 75780 * 66631 72380 * 65600
19 Uttar Pradesh 112566 112804 72500 N.A.
20 West Bengal 38024 37910 16102 37910
?1 Lakshadweep 10 10 10 10
22 Pondicherry 292 264 292 264
23 Delhi 214 214 214 214
@ Data relates to 1993-94

: Data relates to 1988-89
N.A. Not available



MAJOR DEVELOPMENTS IN STATES AND UNION TERRITORIES

Table XI-25 : Rural Roads Length

X1-35

Sr. States/Union Territories Total Road Length (Km) Rural Road Length (Km) Percentage Percentage
No. of Col.5 of Col.6
to Col.3 to Col.4
1987-88 1994-95 1987-88 1994-95

| 2 3 4 5 6 7 8

1 Andhra Pradesh 124704 140999@ 88546 95968@ 71.04 68.06
2 Assam 28830 N.A. N.A. 2899 - -
3 Bihar 30281 35568 12516 16473 41.33 46.31
4 Goa - 7543 - - - -
5 Gujarat 62142 69959 27153 18175 43.70 25.98
6 Haryana 21023 22452 15638 17074 74.39 76.05
7 Karnataka 114255 121988@ 83076 80457@ 72.71 65.95
8 Kerala 118195 143002 90301 106920 76.40 74.77
9 Madhya Pradesh 83567 95702 53406 64707 63.91 67.61
10 Meghalaya 5399 6022 N.A. N.A. N.A. N.A.
i1 Mizoram - - - 3593 - -
12 Orissa 190326 208264 158935 173483 83.51 83.30
13 Rajasthan 53523 64588 25021 32377 46.75 50.13
14 Tamil Nadu 47030 55870 46142 54979 98.11 98 .41
15 Tripura 5597 5705 N.A. N.A. N.A. N.A.
16 West Bengal 14566 15039 8338 8754 57.24 58.21
17 Lakshadweep 5842 7000 5842 7000 100.00 100.00
18 Pondicherry 2247 2172 1493 1124 66.44 51.75
19 Sikkim 2 2336 2 1688 100.00 72.26
20 Uuar Pradesh 63084 81500@ 11132 14580@ 17.60 17.90

@ Data relates to 1993-94
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Table XI-26 : Rural Electrification

Sr. States/Union Territories Total No. of Villages No. of Villages Percentage Percentage
No. Electrified of Col. 5 of Col. 6

to Col. 3 to Col. 4

1987-88 1994-95 1987-88 1994-95

l 2 3 4 5 6 7 8
1 Andhra Pradesh 27379 27379 26038 27358 95.10 99.90
2 Assam 255%0 25590@ 17897 21495@ 69.94 84.00
3 Bihar 77848 77848 40444 47127 51.95 60.54
4 Goa N.A. 383 N.A. 360 - 94.00
5 Gujarat 18114 18114 17867 17985 98.64 99.29
6 Haryana 6745 6745 6745 6745 100.00 100.00
7 Himachal Pradesh 16916 16807 16778 16807 99.20 100.00
8 Jammu & Kashmir 6477 6477 6010 6231 92.78 96.20
9 Karnataka 27024 27066 26483 26483@ 98.00 97.85
10 Kerala 1219 1384 1219 1384 100.00 100.00
11 Madhya Pradesh 71352 71352 51552 67238 72.25 94.23
12 Meghalaya 4902 5492@ 1622 2407@ 33.09 43.83
13 Mizoram 721 699 258 593 35.78 84.84
14 Orissa 46992 46992 27815 33131 59.19 70.50
{5 Punjab 12342 12342 12342 12342 100.00 100.00
16 Rajasthan 34968 37889 22453 30654 64.21 80.90
17 Sikkim 405 414 298 414 73.58 100.00
'8 Tamil Nadu 15831 15822 15809 15822 99.90 100.00
'9 Tripura 4727 4727 2329 3578 49.27 75.69
20 Uttar Pradesh 112566 112804 75749 84906@ 67.29 75.27
21 West Bengal 38024 38024 23193 29116 61.00 76;57
22 Chandigarh 24 24 24 24 100.00 100.00
'3 Delhi 214 214 214 214 100.00 100.00
24 Lakshadweep 10 10 10 10 100.00 100.00
25 Pondicherry 292 264 292 264 100.00 100.00

:Data relates to 1993-94
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Table X1-27 : Expenditure on Employment Schemes.

(Rs. Crore)

Sr. States/Union Territories Expenditure on Expenditure on Jawahar

No. Employment Schemes Rojgar Yojana

1987-88 1994-95 1989-90 1994-95
1 2 3 4 5 6
1 Andhra Pradesh 186.58 620.36 184.16 363.61
2 Assam N.A. N.A. 50.00@ 103.87
3 Bihar 223.85 607.71 316.91 507.31
4 Gujarat 66.12 N.A. 80.76 106.33
5 Haryana 24.37 68.36 19.71 25.83
6 Himachal Pradesh 14.64 16.66 9.87 11.50
7 Jammu & Kashmir 27.74 66.58 17.71 38.13
8 Karnataka 69.52 N.A. 109.43 183.32
9 Kerala 71.09 115.38 50.27 72.35
10 Madhya Pradesh 212.04 817.32 205.63 514.71
I1 Meghalaya 1.11 0.17 1.05 4.07
[2 Mizoram 0.23 0.34 1.18 0.51
13 Orissa 112.98 448.65 104 .45 187.40
14 Punjab 24.23 28.90 17.21 16.73
15 Rajasthan 77.71 307.85 . 106.49 139.52
16 Sikkim 1.97@ 2.43 2.39 .89
17 Tamil Nadu - - 201.63 296.43
18 Tripura 9.02 27.30 5.42 0.25
{9 West Bengal 34.10 3.15 25.96 80.00
20 Dethi 1.05 0.23@ 0.90 N.A.

@ : Data relates to 1991-92.



1X-A-1 REPORT ON CURRENCY AND FINANCE, 1994-95
APPENDIX-1
IMPORTANT EXPORT CONTROL/PROMOTION ANNOUNCEMENTS
(APRIL 1994 - MARCH 1995)
Sr. No. Item/s Month Details
1 2 3 4
I. Sunflower seeds April 1994 It was decided to release a ceiling of 50.000 tonnes of suntlower seeds for

Mustard seed & rapeseed

Superior wheat (Durum)

Manufactured acticles /
shavings of shed antlers of
sambhar and chital

Peacock tail feathers
including handicrafts items
and articles made thereof

Powder milk (skimmed or
full cream) / whole or
infant milk food pure
milk, ghee and butter

Vegetable oils

Brown seaweeds of
Tamil Nadu coast origin
ia processed form

Meat of Indian sheep

April 1994

April 1994

April 1994

April 1994

April 1994

April 1994

May 1994

June 1994

expoit during the licensing pertod 1994-95 and placed it at the disposal of indian
Oil & Produce Exporters Association (IOPEA), who will notify the ceiling
available for allotment to prospective exporters through a trade notice.

It was decided 1o release a ceiling of 50,000 wonnes cach for export of mustard
seeds and rapeseeds during the licensing period (994-95 and place it at the
disposal of [OPEA.

1t was decided to release the ceiling of 3 lakh metric tonnes for export of superior
wheat (Durum) during licensing year 1994-95 subject 1o a minimum export
price (MEP) of US § 160 per MT (f.0.b.), and place it at the disposal of
Agricultural & Processed Food Products Exports Development Authority
(APEDA) who will issue Registration-cum-allocation certificate and also ensure
that the ceiling shall not exceed the limit of 3 lakh tonnes under any circum
stances.

It was decided to allow the export of manufaciured articles, shavings of shed
Antiers of Chiwal & Sambhar within the prescribed ceiling of 120 MT and 180
MT respectively for the licensing year 1994-95.The export licences granted
ware valid upto 31.3.1995.

It was decided 10 allow export of Peacock Tail Feathers, including handicrafts/
articles made thereof within a limited ceiling of 20 lakh picces during 1994-95.

It was decided to release a ceiling of 25,000 wnnes for export of powder milk
(skimmed or [ull cream)/whole or infant milk food and 7,500 tonnes tor export
of Pure milk, Ghee and Butter for the licensing year 1994-95 and place the same
at the disposal of APEDA who would allocate the ceiling as per the procedure
1o be speeitied by them.

The export of edible vegetable oils in consumer packs upto 5 kgs was permited
freely without any export leensing formalities. The exporters of these oils in
consumer packs were required to submit post shipment returns of export on a
monthly basis to the IOPEA.

It was decided to release a ceiling of 250 MT from Joint DGFT, Mumbai and
750 MT from Joint DGFT, Madras of brown sea weeds of Tamil Nadu coast
origin in processed form, export of which was permitted subject to quantitative
ceiling as may be notificd by DGFT from time 10 time and also subject 1o
production of a certificate of pre-shipment inspection before actual exports from
the regional and sub-regional offices of Marine Production Export Development
Authority for the licensing year 1994-95.

It was decided to release a ceiling of 20,000 MT for the licensing year 1994.95
for export of neat of Indian sheep. The 30% of the total ceiling ear-marked for
the licensing period was to be reserved for export of frozen meat. The ceiling
was distributed among the three Associations at Mumbai, Jaipur & Cochin.




IFOREIGN TRADE IX-A-2

APPENDIX-I (Contd.)

Sr. No. ltem/s Month Details

| 2 3 4

0. Onion July 1994 National Agriculture Cooperative Marketing Federation ol India Ltd. (NAFED)
will be the canalising agency for export of onion. The exporters were required
1 obtain no objection certificate from NAFED for each export consignment.
The MEP was 10 he fixed by NAFED from time to time.

11 Handmade carpets August 1994 Export wis allowed on the basis ol documents against acceptance (DA basis)
only i backed by Bank Guarantee.

12. Superiar wheat (Durum) September 1994 It was decided 1o allow the export of durum wheat without any MEP which was
fixed at US $ 160 MT vide an carlier notice.

13. Export of tea to Russia September 1994 Cowpulsory pre-shipment inspection through EIC or EIA was necessary for
exports of tea to Russia under Rupee Debt Repayment mechanism unfess the
Russian buyer wanted inspection through the Russian inspection ageacy, SGS.
Above Public Notice was amended to the effect that instead of inspection by
SGS at the instapee ol Russian buyer, pre-shipment inspection by any reputed
guality inspection agency designated by the buyer should suffice.

14. Hand-made woollen/ September 1994 Earhier Public Notice dated 23.8.94 was amended in order o relax the Bank

synthetic/silk carpets ete. guarantee provision on exports by DA basis to enable exporters to honour their
prior conimitments made before 23.8.94. This relaxation was valid upto 22.11.94.

5 Non-basmatt rice October 1994 The MEP on non-basmati rice which was US $200 per M T carlier was removed.

16. Military Stores items October 1994 Export in respect of Military Stores items of non- lethal and Jow-tech natnre as
specilied by the DGEFT was allowed without any 'no objection certiticate” from
the Ministry of Defence Producuon and Supplies.

17. Grain & Flour October 1994 Wheat products and hybrid jowar grown as kharif crop were excluded from he
list of controlled export items namely Grawn and Flour.

8. Coffee January 1995 It was decided to remove guantitative restrictions on exports of collee and ban
on export of certain grades ol coffee from [.1.1995.

19. Imported sugar January 1995 The imported sugar including sugar which was already landed and was pending
clearance at the customs had been included in the list of restricted items which
could be exported only against a licence.

20. Ephedrine January 1995 The export ol ephedrine was permitted subject 1o a ‘no objection certilicate’
from the Department of Chemicals and Petrochemicals, Ministry ot Chemicals
and Fertilisers.

21. Engineering products March 1995 Following the withdrawal of International Price Reimbursement Scheme (IPRS)
with etlect from 1.4.1994, the Government announced an alternative scheme
1o enable the exporters of engineering goods to obtain their steel requirements
at international prices trom domestic producers.

22, March 1995

Finished leather (all kinds)

The export of finished leather (all kinds) was to be regisiered with Counctl for
Leather Exports




IX-A-3 REPORT ON CURRENCY AND FINANCE, 1994-95
APPENDIX-II
IMPORTANT ANNOUNCEMENTS WITH REGARD TO IMPORT CONTROL POLICY
(APRIL 1994 - MARCH 1995)
Sr.No. liem/s Month Details
1 2 3 4
1. White crystal sugar/ April The description of “Refined Sugar” has been
refined sugar. 1994 amended to read as “Refined Crystal Sugar/Refined
Sugar”. Consequently, both white crystal sugar and
refined sugar will be freely importable although
they may be regarded as consumer goods.
2. Imports/ exports from/to April Persons importing/exporting goods from/to Nepal
Nepal. 1994 provided the c.i.f. value of a single consignment
does not exceed Rs.25,000 have been included
in the categories of importers or exporters exempted
from obtaining Importer-Exporter Code (IEC) number.
3. Gold and silver imports. April Gold and silver have been allowed to be imported
1994 at concessional rates of customs duty against
Special Import Licences provided that the duty
on such imports is paid in convertible foreign
currency out of the Exchange Earners' Foreign
Currency (EEFC) account of the importer. The
concessional rates of duty will be Rs$.220 per
10 grams on gold and Rs.500 per kg. on silver,
respectively.
4. Edible vegetable April Edible Vegetable palmolien oil has been deleted
palmolien oil. 1994 from the list of canalised items of imports and
has been made freely importable although il may be
regarded as a consumer good.
5. Raw cotton. April Import of raw cotion has been exempted from any
1994 duty and has been made freely importable.
6. Raw sugar. May Raw sugar has been added to the list of freely
1994 importable consumer goods. Consequently. import of
raw sugar can be made freely without licence by
any person for stock and sale. This liberalised
import has been allowed in view of shortage in
domestic production of sugar. The import will be
duty-free.
7. Second-hand capital June Import of all second-hand capital goods may be
goods. 1994 made by Actual Users (AUs) without a licence. For

this purpose, the importer shall produce evidence
of his being an Actual User (Industrial), viz.,
valid Letter of Intent of Industrial Approvals
(Ministry of Industry) or acknowledgement received
on filing of Memorandum with SIA or Certificate of
Registration as an Actual User with the concerned
authority, i.e., State Director of Industries,
etc. This evidence shall be produced to the Cusioms
at the time of clearance of goods.
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Sr.No. ltem/s

Month

Details

1 2

4

2 Air-conditioned cars and
coaches for promotion of
tourisnt

9. Import of items against
Special Import Licences-
list expanded.

10. Import of consumer poods
of Bhulanese origin.

1. Import of second-hand
cars.

12. Consumibles.

July
1994

July
1994

August
1994

September

1994

September
1994

Import of air-conditioned cars of value not exce
eding US $ 35,000 per vehicle and air-conditioned
coaches for a value not exceeding US $ 1.0 Lakh
per vehicle required for providing fransport lfor
tourists can be made without a licence by specific
eligible importers on the recommendation of Director
General of Tourism. The eligible importers are
State Tourism Corporations. Tourist operators or
Travel agencies approved by Director General of
Tourism , Government of India.

The list of permissible items allowed for imports
against freely transferable Special Import Licence
has been expanded by adding the following items to
the list : (a) Colour TV sets- size 29" and above,
(b) Integrated monocoque buses. air-conditioned
luxury coaches (buses) and caravans (non-motorised).
(c) Petroleum products, viz. aviation
turbine. {uel, bitumen (asphalt)- paying grade and
furnace oil, (d) wood products (in finished and
semi-finished form), (e) equipments/gadgets based
on solar energy, (I) multifunctional automated
teller  machines, (g) synthetic flavouring  es-
sences, (h) air purifiers/dchumidifiers/air cleaners,
(1) Educational games and fuactional/technical/
toys/models/kits, (j) synthetic perfumery compounds,
(k) Lifts.

All consumer goods of Bhutanese origin having
Bhutanese content at of least 50 per cent of the
sale/invoice value have been allowed to be [recly
imported without an import licence from Bhuan 1o
india. However, beel and beel products and other
items specifically listed in the Negative list of
imports will not be allowed. The 1mport of permis-
sible items also will be subject to compliance
with other applicable Laws for the rime being
in force. This step has bheen taken 10 further
strengthen the friendly relationship between India
and Bhutan.

Import of second-hand car(s) which are not older
than three years on the date ot shipment reckoned
from the date of registration of such imported
second-hand car(s) shall be permitted against
Special tmpaort Licences obtained by Export/ Trading/
Stur  Trading/Super  Star Trading  Houses in
their own name.

Consumables used in the manufacture of export
product and which do not form part ot the final
product have been exempted from accountability us
Sensitive items of import.
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Sr.No.  Item/s Month Details
1 2 3 4
13. Outboard motors. December Import of outhoard motors has been made [reely
1994 importable by all persons. Earlier, this item was
allowed without licence to Actual Users only.
Simultaneously, this item has been deleted from
the list of ilems allowed against Speciat Import
Licence.
14. Cloves, cinnamon and January To facilitate speedy clearance of cloves, cinnamon
casia. 1995 and casia mported in  bulk against imporl
licences, it has been laid down that the details
of the import licence and the names of the import
licence holders should be indicated in the Bill of
Entry.
15. Natural rubber. January Import of natural rubber has been allowed against
1995 Special Import Licence in the face of steep rise
in the domestic prices of natural rubber.
t6. Specified edible oils. March Imports of specified edible oils, viz., groundnut
1995 oil, sun flower woil, soyabean oil, cotton seed
oil have been allowed freely by all persons subject
to payment of customs duty. Customs duty on these
oils has also been reduced to 30 per cent. Consequently,
these items have been decanalised.
17. Natural rubber. March Customs duty-free import of natural rubber has
1995 been allowed to Actual Users (Industrial) to the

extent of 10,000 Metric Tonnes for meeting their
part requirements. Such imports shall be strictly
subject to Actual User condition and shall be
required to be completed before 31st August, 1995.
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