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Intreduction

This Country Development Strategy Statement (CDSS) is an update of the full
FY 1982 CDSS prepared in late 1979, which drew heavily from FY 1981 CDSS and the
June 1978 report of the AID Strategy Team. This CDSS discusses the topics
aseigned by AID/Washington (country commitment, balance of payments, other dornor
assistance, proposed workforce), provides a brief summary of the new Sixth Five
Year Plan (1980-1985), reviews further refinements in the strategy originally set
forth by the AID Strategy Team, and describes proposed changes in the strategy
for PL 480 Title II assistance.

Any U.S. effort to deasl with poverty, growing imbalances between global
population and resources, and the world food problem must devote substantial
concern and resources to India. India accounts for more than half of the poor in
AlD-assisted developing countries, with its population of over 670 million and
its per capita GNP of under $200., By the year 2000, its population may be app-
roaching 1 billion. As population and incomes rise, India's use of energy and
other resources will increase even more rapidly.

Politically, India must be numbered among the "emerging middle powers" and
continues to play its traditional role as a leader among Third World nations in
Nﬁrth-South deliberations, It remains the world's largest democracy, and the
most stable nation in a troubled region. U.S. support will indicate our interest in
seeing India maintain her traditional commitment to democratic political processes
and to evolutionary social and economic change. Substained development propgress
could also enhance Indian ability to play a constructive role among Third
World countries, especially on international economic issues,

India already provides a sizeable market for U.S. exporters, whose sales
will reach an estimated $1.7 billion in 1980, Rapid economic growth would mak.

India a more important trading partner.
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The appropriate policies and programs for poverty reduction in India are
fairly clear, and were discussed in previous AID strategy papers. The over-
whelming majority of India's poor regide in rural areas. The rural poor are
generally small and marginal farmers, landless laborers, and artisans. They have
few assets, face limited opportunities for productive employment, and have
inadequate access to health and sanitation facilities, clean water and education.
Reducing rural poverty requires rapid growth of food availabilities, expansion
of agricultural and non-agricultural employment, alleviation of population
pressures on land and other resources, and improved access to public services,

The key to Increased food availabilities and expanded rural employment and incomes
is rapid growth of agricultural production (on tﬁe order of 4% anpually, well
above the historical trend growth rate). Achievement of.this target will not
provide zll of the needed Increases in rural incomes and employment, but it is a
necessary condition for complementary income-producing and employment-generating
activities such as livestock and dairy production, trade and.manufacturing, and
rural works. A more rapidly growing rural economy will contribute to lower
fertility and provide added resources for the expansion.of public services. More
appropriate delivery of these services to the poor ié also needed,

Preliminary indications are that the strategy of the Government of India {GOI)
for increasing agricultural preoduction growth is both technically and economically
feasible and has a favorable impact on poverty, emplovment and income distribution.
Many of the elements of the strategy are being implemented through established
national and state-level institutions, which can manage expanding responsibilities
at high levels of effectiveness. Program models for rural employment generation
and expanded access to public services have been developed and tested, and are
being replicated.on a national scale.

USAID proposes to concentrate the major portion of its program over the CDSS

period on expansion of food production and rural employment, improvements in
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health, family planning and nutrition, and forestry and conservation. To maximize
efficiency and minimize staff requirements, USAID will concentrate heavily in
irrigation development within the agricultural sector, with subsidiary programs
in agricultural research, cooperative development and fertilizer promo;ion.
Concentration in the "core" areas of irrigation; health/family planning/putrition
and forestry/conservation will be supplemnted by geographic concentration in the
etates of northern and western India to the extent possible, particularly for
irrigation, forestxy and comservation projects. The Development Assistance
program will be complemented by a PL 480 Title II program at roughly constant
tonnage levels increasingly integrated with USAID's development strategy. Such
a program would have a significant impact by the middle to late 1980s on food
production, employment, nutrition, population growth, and rural energy supplies.

After last year's CDSS review, AID/Washington approved an assistance
planniing level (AAPL) of $750 million for Indias for Fiscal Year 1986, using
the criteria of size of population, degree of poverty and commitment to development.
This level was based on the assumption that funding availabjlities for AID world-
wide would grow substantially, and that no one country should receive more than
25% of the total. AID/Washington has carried forward the AAPL as the Indicative

Planning Allocation (IPA) for FY 1987. While USAID has questions about the realism

of expecting such gubstantial increases 1n funding, we have developed this CDSS
on the basis of Washington instructions and the need and absorptive capacity for

ald in India.



I. Anglysis

A. Equitable Development: Commitment and Prospects

1. Development Progress and Prospects: Overview

India's growth performance since Independence has been steady but unspectacular.
The annual compound growth rate of real national income between 1950-51 and 1980-
B1 was 3.,5%; agricultural and industrial production have grown at 2.7% and 6.17%
respectively. However, population growth for the three decades up to 1980-81
avefaged 2.1%. Per capita GNP growth was thus only 1.3% per year, and per capita
GNP as of 1978 was $180. This has allowed an increase In per capita incomes of
only about 50% since 1950.1J By the GOI definition of poverty, 49% of the popula-

tion 1s below the poverty line as of 1980,

India nevertheless has some impressive achievements to her credit. Foodgrain
production growth has averaged about 3%, allowing a gradual increase in average
calorie availability for a population which Increased from 360 million in 1951 to
670 million in 1980.2/ Life expectancy increased from 32 years in the forties to
over 50 years at present, indicating broadly-based improvements in nutrition and
public health. Literacy rose from 17% as of 1950 to 30% in 1980.3/ Population
.growth, after peaking at a rate estimated at about 2.4% per annum in the sixties,
has now declined to an estimated 1.9Z.A/

India's economic performance improved in the second half of the 1970s.
During the period 1974-75 to 1978-79 agricultural and industrial output growth
-accelerated to 6.1% and 6.6% respectively, and real income growth rose to 5.8%
per annum:i/ The data are not yet available for an assessment of the impact of
the late-seventies growth spurt on poverty, but there are clear indications that
employment growth accelerated and the unemployment rate declined.é The econot~
suffered a sharp reversal in 1979-80, due to a severe monsoon failure and increasi

strains on power and transport infrastructure. Foodgrain production fell by 17%

and real income fell by 5-6% (implying a 7-8% decline in per capita real income).



The 1980 monsoon has been fairly favorable and foodgrain output for 1980-81 could
come close to the 1978~79 record level of 132 million tons. Industrial output is
also reéovering, leading forecasters to predict a 1980-81 real national-income
growth rate in the 6-7% range.l/

The Indian economy has the potential for the achievement of higher growth
and relatively rapid inroads into poverty, hunger and poor health. Realization
of this potential will depend upon the nature of the GOI's commitment to equitable-
growth and upon the GOI's success in mobilizing domestic and external resources.
Although there have been perlods in the past when absence of appropriate policies
and priorities was a serlous constraint to equitable growth, GOI commitment is
now reasonably satisfactory, particularly with respect to food production, rural
employment, and'population. Consequently resource avallability has emerged as
the most serious constraint.

Additional resocurces are especially crucial for continued agricultural
growth. India's impressive agricultural production efforts have paid off in
recent years in self-sufficiency in cereals, but the foud-population balance is
still pfecériOus. Increased production of wheat and rice has been accompanied by
stagnation or decline in oilseeds and pulses production, and many of the relatively
easy and rapid gains from the use of fertility and high-vielding varietles (HYV)
are now being exhausted. Moreover, a large percentage of the population still
suffers from various degrees of malnutrition. Rescurce availability will be
similarly eritical for continued progress in reducing population growth. Family
planning programs themselves will require additional resources, and future
increases in the percentage of family planning acceptors are likely to be increas-
ingly dependent on improved access to modern health and nutrition services.

Unfortunately, India's overall resources position is not as favorable as it
was in the late 19705.]hflationarypressures and rapidly rising foreign exchange
expenditures assoclated with petroleum price increases are making domestic and

external resource mobilization increasingly difficult. The needed structural
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adjustment in India's balance of payments will be impeded by the generally poor
medium-term prospects for the world economy. India will need access to increas-
ing levels of both public and private external support if there are to be any
prospects of more rapid progress in reducing unemployment and poverty.

2, Commitment to Equitable Development

In last year's review of GOI progress, commitment and performance, USAID
concluded that India's commitment to equitable development was "above norm"

§/ A similar conclusion had been reached

{a rating of 3 on a scale of 1-4).
earlier by the AID Strategy Team.gj These judgements were confirmed by AID/W
in the assignment of overall performance ratings for the FY 1982 Indicative
Planning Allocation.lg/

Since these assessments were made the previous government has been replacec
by a new Indira Gandhi administration, and the original Sixth Five Year Plan for
1978-83 has been dropped in favor of a new Sixth Five Year Plan covering the
period 1980-85. Some aspects of the new Govermment's commitment to equitable
development are difficult to gauge at this time, in that the details of new
Sixth Plan's allocations have not been released and the government has not yet
submitted a budget based on the new Plan. During its first year in office,
however, the new government has moved far enough on several fronts to make it
possible to discern its policies and priorities in broad outline. USAID's
present assessment of GOI commitment to equitable growth is summarized in the
next few paragraphs with further background provided in the Annex.

The new administration has maintained the trend of the past fifteen years
toward an Increasingly strong commitment to rapid agricultural growth, supported
by favorable pricing policies and high levels of expenditure on production inputs
and agricultural infrastructure. There is room for further rationalizaticn of
prices for particular crops and for marginal adjustments in investment prioriti.
but the GOI's agricultural pricing policies are basically sound, as are investmen

11/
patterns. Perhaps more importantly, the GOI has recently moved to expand and
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consolidate its rural development programs targeted directly on small farmers
and landless laborers. Most of these programs had first been implemented on an
operational scale during the previous Indira Gandhi administration in the early
1970s. They were continued under the Janata regime, and are now moving into
the phase of nationwide replication.lzj

In the areas of health, family planning and nutrition, the new government
has also maintained the trends established over the past decade or so, Most
programs in these areas fall under the Minimum Needs Program, which was initiated
under the Fifth Five Year Flan in 1974 and continued by the Janata government.ll/
Because the Janata governmment was somewhat ambivalent in its attitude toward
family planning, this is the field in which the commitment of the new government
could show the most marked improvement.

The GOl's commitment to equitable growth is less impressive with respect to
industrial policies and general macroeconomlc policles. Efforts at domestic
resource mobilization have probably been somewhat above average for low-income
countries, as have fiscal and monetary management. Efficieney in the utilization
of resources has been much less satisfactory, and has heen reflected in low rates
of both output and employment growth.;i/ A good deal of progress has been made
in the paét decade in rationalizjng prices, however; this applies particularly to
foreign exchange rates, Interest rates, and energy prices.lé/ The new government
has intrdduced a variety of industrial policy measures aimed at further liberaliza-
tion, but the net effect of these measures is not yet clear.lg

In summary, we believe that GOI commitment to equitable growth is "well above
norm" in agriculture and rural development, "above norm', population and family
planning, and average with respect to macroeconomic and industrial policies. On
w17/

balance, overall commitment should be rated "above norm.

3. Sixth Five Year Plan (1980-85)

A Plan Framework for the new Sixth Five Year Plan was approved by the National

Development Council (NDC) at the end of August 1980.l§/ The NDC is scheduled to
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meet in February 1981 to consider the new draft Plan. If no major problems develop,
the new Sixth Five Year Plan will be issued by the beginning of GOI FY 1981-82
(April 1981).

The details of the new Sixth Plan are being closely held pending NDC approval.
The Plan Framework discusses GOI objectives and broad program strategies and
provides estimates of total resource requirements and availabilities, but does not
propose allocations aﬁong or within sectors. According to press reports, the broad
sectoral allocations recommended by the Planning Commission differ relatively little
from the allocations proposed in the old Sixth Five Year Plan.lﬂ/ However, an
analysis of shifts in emphasis as reflected in actual allocations will have to
await the release of the approved Sixth Plan in March or April 1981.

The statement of objectives in the Plan Framework differs only slightly from
the statement of objectives in the Janata draft Sixth Five Year Plan, although
there 1s greater emphasis In the Plan Framework on energy conservation, ecological
balance and improved efficiency throughout the economy. The only broad objectives
which are quantified are the overall growth rate—-5 0 -~ 5.3% during the Sixth Plan
and 6% during the Seventh Plan)} and the annual growth rates for agriculture (4%)
industry (8-9%) and export volume (10%). |

"removal of poverty and unemployment will

The Plan Framework states that the
be the major thrust of all plan programs". The most interesting features of the
Plan Framework proposals for rural employment and reduction of rural poverty are
the plans for a new integrated Rural Development Program (IRDP) and for a National
Rural Employment Program (NREP). The former would build on ongoing programs
(particularly the Small Farmer Development Agency and block-level planning), and
would use a mechanism to identify the poorest households for pérticipation in the
program developed under the 'Antyodaya" program.gg/ According to recent press

reports, the Planning Commission target for the new IRDP is to reach 600 households

in each of the 5,000 development blocks per year, for a five-year total of 15

million households (or about B5-90 mijliion people). The National Rural Employment
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Program (NREP) would combine the features of the GOT Food for Work program and
Maharashtra's Employment Guaraniee Scheme (ECGS), and would likewise be based
on improved block level and village planning.

The major emphasis of the Plan Framework's agricultural section is the
twin effort to improve utilization of existing irrigation facilities and to
expand the area under irrigation by 15 million hectares (as measured against
57 million hectares already developed). The Plan Framework also proposes
particular efforts to accelerate pulses, oilseeds, and horticultural production.

The Plan Framework proposes the continuation of the Minimum Needs Program
(elementary education, rural health, rural water supply, rural roads, rural
electrification, house sites for landless laborers, urban slum improvement, and
nutrition), but states no targets. The Plan Framework also notes that family

]

planning programs have "lost the momentum built up in earlier years,” and calls
for reversal of this ''dismal trend". The target suggested is a net reproduction
rate of 1 by 1995, which implies a population of roughly 918 million by the year
2000.

In addition to "massive investments” in coal, electricity generation and
petroleum exploration and production, the Plan Framework proposes major efforts
to promote conservation, biogas development, and an Intensive Forestry Development

Program (including energy plantations).

B. Resource Requirements and Availability

1. Resource Requirements

The Plan Framework projects total investment requirements for the Plan at
$212 billion, of which $113 billion will be required for public sector cutlays
under the Plan. The Planning Commission estimates that public sector resources
avallable at 1979~80 rates of taxation are on the order of $78 billion, including
$5 billion in deficit financing. The additional $35 billion needed to meet Plan

objectives will have to come from increased taxation, external assistance, reduced
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budget, subsidies, and better performance of public sector enterprises. The GOIL
estimates that lncreased taxation by the central government and the states could
yield $9 billion, and that net external assistance disbursements could total
$10 billion. This would leave $16 billion to be mobilized through reduced
subsidies and increased net revenues from public sector corporations.

Additional resource mobilization of this order of magﬁitude will be difficult.
Taxation already accounts for about 20%Z of GNP, which is high for a country at
India's level of development. Moreover, Planning Commission studies indicate that
the Indian fiscal system does not adequately compensate for inflation, so that
continued inflation at the 1979-80 rate would erode the real resources available
from taxation. Similarly, it will be politically difficult to reduce subsidies
and increase returns from public sector enterprisgs, since this generally requires
charging higher prices for various goods and services such as food transport, and
electricity. Nevertheless, the Gandhi government demonstrated its willingness
to reduce subsidies recently by increasing fertilizer prices by 407 and by passing
on most of the increase in oil prices.

2. External Resource Availability

Even if the GOI 1is successful in mobilizing adequate domestic rescurces, the
external resource situation is likely to remain extremely_difficult throughout the
Plan period. India's balance of payments has been very hard hit by recent oil
price increases. The cost of imports of petroleum and petrcleum products (PCL),
which had risen from $265 million in 1972-73 to $1.45 billion in 1974-75, increased
fairly slowly thereafter to slightly over $2 billion by 1978-79. In 1979-80,
however, the POL import bill doubled to nearly $4.2 billion, and in 1980-81 PnT,
imperts (due partly to disruption of production and refining operations related to
pelitical disturbances in Assam) are projected to cost $7.3 billion.gl/ (Seé Table 1.)
At this level, POL will account for over one-half of India's imports by value and

absorb over 80% of India's export earnings. Due largely to the increased cost of



POL imports, the trade deficit will probably increase from $3.2 billion in 2979-
80 to over %6 billion in 1980-81. Reserves including gold are likely to decline
to $6 billion or less than 6 months' imports by the end of the Indian fiscal
year (nmet of the August 1980 $1.04 billion drawing from the IMF).zZ/

The GOI's balance of payments projections for the 19R(3-85 Plan pefiod are
not yet available. / The estimates in Table 1 project a decline in reserxves
to a critical level of less than three months' imports by 1982-83, fhese
projections are designed to illustrate the consequences of current trends, and
assume no sharp improvement In export performance, nc breakthrough in reduction
of imports of products where India Is already a low cost producer {( oilseeds,
steel, cement, etc.) and no sigpificant shifts in energy consumption patterns
away from petroleum. Substantial progress in any of these areas could slow the
decline in reserves, as would an increase in levels of remittances and tourism
earnings.

On the other hand, the projections may be optimistic in assuming that aid
commitments will remain constant at their 1978-79 level. Although the IBRD has
called on donors to increase commitments in real terms, several bilateral donors
(particularly the U.K.) are reducing their assistance levels, and few donors
appear prepared to substantially increase their real commitment levels. Also,
the IBRD 1tself may find it difficult to maintain assistance levels for India if
China becomes a major borrower. There is some scope for Increased borrowing from
the World Bank on IBRD rather than IDA terms, and India's relatively low debt
service ratio of 14 % would make expanded commercial borrowing a possibility. The
International Monetary Fund could also be a major source of finaqcing. Neverthe-
less, increasing levels of concessional assistance will be necessary for some time

in order to avert a balance of payments crisis and the attendant threat of slower

2
growth:—



3. Other Donor Assistance

Development assistance to India from external donors during 1979-80 was
approximately $1.9 billlon in disbursements and $2.3 billion in new commitments.
(See Table 2.) The major donor is the World Bank group (IDA and IBRD),
accounting for more than one-half the total ald commitments and disbursements.
The major bilateral programs are the United Kingdom, the United States, West
Germany, the Netherlands, Sweden, Canada and Japan. The major multilateral
donors after the World Bank are the World Food Program (WFP), the International
Fund for Agricﬁltural Development, UNICEF, the United Nations Development
Program, UNFPA, WHO and FAO(See Tables 2 and 3.)

A major portion of India's external assistance is import support and
commodity aid. However, responding to the improved balance of payments situation
after 1976, many donors increased the proportion of aid for projects in the rural
and soclal development sectors which traditionally disburse slowly. This has
pfoduced a large aid plpeline of $5.3 billion. With the deterioration of India's
balance of payments, the World Bank has called on donors to raise disbursement
rates by Increasing the non-project share of aid, providing more leocal cost
financing and raising the donor share of total costs of any given project:

Donors generally agree that GOI policies are reasonable. Thié combined with
GOI sensitivity to any suggestion of outside influence on basic policies limits
donor attempts to exert "leverage'" at the broad policy level. The World Bamk,
because of the magnitude of assistance and its special role within the Consortium,
does however conduct dialogues with éhe government on some issues of general
economic policy. There is nevertheless substantial scope for donor influence on
GOI and state government policiles and practices at the sectoral and sub-sectoral
levels, particularly through careful project design, monitoring and evaluation.
By maintaining a resident technical staff, USAID 1s involved with the GOI in the

design and monitoring of projects on a continual basis and has broad opportunities
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for the development with the 0L of more effective approaches to project design,
implementation, and evaluation. New ideas adopted by the GOI or state govern-
ments through collaboration will have widespread impact as they can be incorpora-
ted into programs in a specific sector and implemented on a statewide or national
basis.

Donor assistance programs in Indla complement each other.r The Govermment
coordinates all development assistance within the context of its five year
development plans and its available resources. The World Bank resources are
largely directed towards the infrastructure and agriculture sectors. Most donor
commodlty assistance is directed towards industrial and infractructure develop-
ment. Project ald tends to be concentrated on agriculture and social development
sectors, This distribution of resources appears to be satisfactory to both the
GOI and donors.

USAID maintaing close working relationships with other donors, especially
those working in sectors USAID is assisting. However, there are no concrete
possibilities at this juncture for co-financing with any donor outside of the
ongoing collaboration in the Cujarat Medium Irrigation project with the World
Bank.

4. Economic Relations with the U.S.

Total trade between the U.S5. and India in 1979 was $2.2 billion, roughly
balanced between U.S. exports te India (mainly machinery and transport equipment
chemicals, and oils and fats) and Indilan exports to the U.S5., (principally
precious and semi-precious stons, textiles and apparel, and coffee and tea).

The U.S. accounted for 12% of India's exports inm 1979. U.S. direct investment in
India as of the end of 1979 was $350 millionm.

The Overseas Private Investment Corporation (OPIC) 1is not active in India at

present in respect to direct investment. It continues, however, to have a fairly

large portfolio of insurance on U.S5. ventures here and several new ventures are



- 11 -

insured each year. AID has held discussions with the GOI concerning the use of
Housing Investment Guarantees (HIC) as a relatively attractive form of commercial
borrowing. The GOI has inidicated a possible interest in participating and is
currently reviewing the details of the HIG program,

The GOI and Indian exporters have voiced growing concern at what they
percelve as a trend to greater protectionism in the U.S., since 1977, and a
tendency to treat India unsympathetically despite its low-income status. Indian
exports have benefitted from the U.S. Generalized System of Preferences {(G5P},
particularlty for handicrafts,‘éngineering products and leather goods. Some
Indian exports (cotton textiles, sugar and footwear) are subject to U.S. quota
and other restrictions. In several recent years, however, Indian exporters have
not been able, owing to weakness of U.S. markets or supply difficulties in desired
categorles, to export up to some quota limits.

IT, AID Assistance Strategy

A. Objectives and Strategy

1. Objectives and Strategy Overview

USAID does not propose any change in the objectives stated in Section IT.A
of the FY 1982 CDSS. The general goal of U.S. assistance to India is to contribute
to the meeting of basic needs and reduction of poverty on a sustained basis through

support of the objectives of rapid growth in food production, expansion of rural

employment, broadened access to health, family planning, and nutrition services,
reductions in fertility and mortality, and expansion of rural energy supplies.
The USAID strategy to attain these cbjectives consists of three complementary

elements. The first element is substantial support for accelerated agricultural

production and rural employment. This effort builds upon the institutional base
which has been established over the past quarter century with significant help
from the United States. It provides opportunities for renewed collaboration on
difficult technical problems constraining agricultural growth such as crop

production techniques, soil and water management, and post-harvest processes.
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This program element emphasises expanding access to irrigation, fertilizer and
credit necessary to take maximum advantage of improved technologies, notably high

yielding variety seeds. The second element is the strengthening of the institu-

tional infradatructure for the provision of family planning, primary health and
nutrition services, primarily through improving village health facilities and
training workers. This element is aimed at raising the proportion of family
planning acceptors and maintaining the trend toward smaller desired family size.

The third element is support for India's efforts to deal with the energy crisis.

This element concentrates on stabilization of the firewocod situation and includes
technical collaboration in other critical energy arms, principally alternative
energy technology for rural application,.

The proposed USAID stfategy has undergone some refinement since the FY 1982
€DSS, particularly with respect to the Food Supply and Rural Employment component
and PL-480 resources. These refinements are briefly summarized below with the
rationale discussed in more detaill in the relevant sections,

Regarding Food Supply and Rural Employment, USAID thinking has been influenced
by several factors, including the initial meetings of the Tndo-U.8. Joint Subcom-
mission on Agriculture, the visit of the Asia Bureau's Irrigation Review Team,
the release of the Asia Bureau Statement on FEnergy, and a USAID analysis of rural
employment programs and prospects. As a result, USAID is proposing a stronger
emphasis on technology transfer and discontinuation of support for rural electri-
fication. USAID has also decided not to attempt to develop, at this juncture,
new activities in rural works or rural industry.

"

The program category entitled "special AID concerns' has been deleted and a
new category of Energy, Environment and Forestry has been placed on a par with the
Foed Supply and Rural Empleoyment and the Fertility and Mortality Reduction categories.

Women in Development, as described in a separate section below, will be a general

mission concern rather than a separate funding category.
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USAID strategy will underge continual refinement as the Mission implements
the series of program and project evaluations outlined in the Analysis and
Evaluation Plan. These evaluations will have a direct impact upon the future
course of action in program and project areas.

2. Program Concentration

THE USAID program proposed for FY 1983 to FY 1987 is heavily concentrated in
three priority areas - irrigation development, health/family planning/nutrition,
and forestry and conservation. USAID technical staff and technology transfer
activities will be focussed on these three '"core' areas, and long—term efforts
will be supported by funding at substantial levels. Two of the subsidiary
program areas - agricultural research and education, and alternative energy
resources — alsc offer significant technology transfer opportunities and will
require well qualified technical staff in USAID or contractors if their technology
transfer potential is to be fully realized. Technology transfer for cooperative
development is provided by CLUSA under an OPG, The remaining subsidiary program
areas - fertilizer promotion, and Title II rural works - offer limited scope for
technology transfer and do not require technical support by resident U.S.
technical staff,

The Mission will seek to complement this sectoral concentration by a geogra-
phic concentration to the extent practical of two of the "core" program areas -
irrigation and forestry/conservation-in the central and western states of Gujarat,
Madhya Pradesh, Maharashtra and Rajasthan. Because opportunities for technology
transfer are generally greatest vis~a-vis state-level institutions, it is helpful
to limit the number of states involved in these sectoral areas and to provide for
as much continuity as possible. The rural areas of all four states are very poor;
they all have under-exploited potential for similar kinds of land and water
resources development; and they all have governments which are relatively competent

and committed as well as receptive to working with U.S. experts. From USAID's
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point of view, they also have the advantage of forming a contiguous group and being
relatively accessible from New Delhi. 'These factors can faclilitate the development
of a better understanding by USAID staff of the factors affecting rural poverty

and their implications for AlD-assisted programs.

A peographilc concentration in either southern India or eastern India would be
possible, but each region has its drawbacks. The southern states are already
further ahead in development of their water resources potential and social services,
and are much less accessible from Delhi, The eastern states are probably the
poorest and least developed, but administrative capacities are limited and the
receptivity to U.S. assistance is probably limited as well.

There are practical limits to area concentration, however. USAID has informed
the GOI Irrigation Department of our desire for geographic concentration. While
agreeing that some further concentration would be desirable, the GOI has made it
clear that, being a democracy, they are under heavy pressure to share the benefits
of aid more broadly. Furthermore, they see collaboration with USAID as a means of
improving irrigation procedures, which they would like to achieve on a wider
national basis. These factors, plus consideratlions of project readiness and
avallability of state resources, may cause some expansion from the present
states,

In the other sectoral areas of concentration, USAID will limit the emphasis
on geographic concentration to cases in which there are strong advantages in terms
of technology transfer or USAID workload. For instance, we would plan additions
to the rural health scheme in the five states in which we are already working
(Gujarat, Maharashtra, Himachal Pradesh, Haryana and Punjab),

On the other hand, Title Il programs are operated by five voluntary agencies
throughout India; CARE alone has program agreements with 14 states. Confining
school feeding and food for work to states in which USAID has irrigation programs

would offer no advantages in terms of technology transfer or USAID workload.
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firthermore, 1t would be strongly resisted by the GOT and the voluntary apenciles
administering the programs. However, in upgrading Title II MCH programs, we
will consider first areas with large existing programs, readiness to change,

and complementarities with USAID's five rural health scheme states.

Other program areas of agricultural research and education, alternative
energy resources development, and fertilizer promotion are India-wide in
character and this focus is inherent in project design.

3, PL-480 Resources

Recent AID/W guidance on Title II has emphasized the need for better
evidence of program impact and greater integration with the balance of the AID
program., With this in mind, the mission has reviewed the four major components of
the ongoing Title IT program: promotion of oillseed cooperatives, food for work
(FFW), maternal child health (MCH) and school feeding (SF). Our conclusions are
symmarized here with detalls provided in the appropriate sectiomsbelow.

The Nétional Dairy Development Board's cooperative oilseed.production and
processing project, supported by local currency generations from Title II
vegetable ol1l, i1s directly related to the Food Supply and Rural Employment aspect
of the USAID assistance strategy, as are the food for work programs. They require
close monitoring to assure thelr effectiveness, but'they are an integral part of

the USAID strategy.

The MCH program contributes to the mission’s health, family planning and
nutrition goals. .USAID is assessing existing program models and considering the
development of alternmatives through a new nutrition project now under design and
possible grants to the participating voluntary agencies.

With regard to the school feeding program, USAID does not believe we have
sufficient positive evidence available regarding the impact of school lunch or its
relationship to mission goals to continue at current levels and locations. We,
therefore, are considering a phase down of perhaps 507% over 3-5 years to enable

a GOI phase in. This program is further discussed in Section II C, below.
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Regarding other PL-480 resources, the GOI has requested a resumption of Title I
vegetable oil shipments and a proposal for a Title I vegétable oll program was
included in the FY 82 Annual Budget Submission (ABS). Since USAID assumes that the
prospects for AID/W approval of a Title I vegeil program for India ére virtually
nil, no Title I is being proposed for the CDSS peried.

4, Women in Development

Last year's CDSS strategy concerning Women in Development stressed the
promotion of women's employment as essential for India's development. As projected
in the CDSS, USAID has made special efforts to include women's concerns in the
development of our new projects. An Indlan anthropologist was contracted to assure
that women's concerns were adequately addressed in the design of the Madhya Pradesh
Social Forestry Project which directly impacts so heavily on women, USAID
subsequently has hired her on a full time basis to improve our capability to assure
that these concerns are adequately addressed in the design and evaluation of other
projects as well.

USAID has been less successful in convincing the GOI that there could be a
useful direct role for USAID participation in studies and/or projects specifically
directed towards women in development issues. The official reaction has been that
India already 1s addressing issues of discrimination of race, creed and caste.

The Government is not at this time willing to focus significant attention on still
another "minority" group.

However, there are grounds for encouragement. A senlor official (and a woman)
in the Ministry of Social Welfare is officially charged with following women's
concerns. The Planning Commission has appolnted an advisory group to help assure
that women's concerns are included in the planning process. The GOI has also
approved two centrally funded WID activities. A DS/UD-financed study of the
pioneering Self-Employed Women's Assoclation (SEWA) in Ahmedabad should assist AID
to learn from Indian experience. PPC has also funded a training program to improve

management skills for action oriented women. We hope there will be more such
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opportunities and will actively search for them.

5. U.S. and Indigenous Private and Voluntary Sector

The ¥Y 1982 CDSS described the already considerable rcle plaved by US
Voluntary Agencies using PL 480 Title II and AID resources to assist a large and
vital private sector In India. During the past year USAID has found more
opportunities to work through the official bilateral program in support of Indian
PV0O activity than previously contemplated. As mentioned in last year's CDSS,
USAID is designing in cooperation with the Ministry of Health and Family Welfare
a special foreign currency project which will make grants to private sector health
institutions to enable them to extend thelr rural health outreach programs. During
the past year the GOI has concurred in the development of a Land and Water Conser-
vation project which will support a private organization, the Bharatiya Agro
Industries Foundation, in programs of Integrated develcpment of small watersheds
in what now are poverty striken areas. USAID 1s also discussing a village energy
component of the proposed FY 1982 Alternative Energy Development Project which 1if
approved, would be implemented by Indian voluntary organizations.

USAID continues to believe that U.S. PVOs can operate most effectively in
India through centrally financed programs such as matching grants. Other centrally-
financed intermediaries such as A.T. International and FPIA also can have a significant
role over the long run. The clarification of the Section 612(b) determination that
centfally—financed development assistance actlvities in India can use dollar support
without purchase of U.S.-owned rupees has relaxed one major impediment to effective
U.5. PVO support of India programs. USAID now is exploring with the Ministry of
Finance whether other approval procedures can be simplified.

B. Food Supply and Rural Employment

USAID proposes to continue its support of the GOI's objectives for accelerated
agricultural production and rural employment by assisting programs in the subsectors
of irrigation, agricultural research and education, fertilizer promotion, rural

employment and cooperative development.
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1. Irrigation

USAID resources proposed for surface 1rrigation and for ground water and land
development for the peried 1983-87 would irrigate approximately 1,2 million hectares
of land, increase annual grailn production by an estimated 1.6 million metric tons
and benefit 375,000 farm families, 50 to 60% of whom are now below the poverty level.
Income of 150,000 farm households would be ralsed above the poverty level. Also,
it would provide 1.6 million person~years of construction employment and an
additional 600,000 person-years of permanent agricultural employment.

The crucial Importance of irrigation lies iIn the fact that it enables the
economic use of new agricultural technologies such as fertilizer responsive high
yielding varietles. Additionally, it stimulates increased seasonal cropping
intensity, and enables multiple cropping and shifts in cropping patterns from low
to high wvalue crops. Both intensification of technology and multiple cropping are
major factors in increasing employment.

USAID's irrigation strategy reflects the experience gained in recent years in
Rajasthan and Gujarat and continuing discussions with GOI and State Ministry of
Irrigation officials. Tt is also responsive to the priorities of the GOI Plan
Framework, the recommendations of Indo-U.S. Subcommission on Agriculture and the
Asia Bureau 1frigation review team. Appropriately, all support a common direction
toward increased technolegy transfer in water management and promotion of supporting
agricultural services in irrigation command areas.

The Plan Framework gives priority to improving low utilization rates of public
surface projects by improving reliability of delivery of water and supporting
services. It also emphasizes the accelerated completion of on-going schemes,
improved management capability, and strengthened training programs at the central
and state levels.

USAID's program in the irrigation sector has lmportant technological transfer
elements. The Central Government believes USAID and other international donors can

assist them in introducing changes in states' policies and procedures through more
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rigorous engineering and technical specifications, and implementation standards
associated with the collaboration of foreign donors. There 18 increased scope
and receptivity for training, especially at the implementing level. The GOI has
requested assistance in developing a university water management curriculum, and
has endorsed a Colorado State/Utah State University water management training
éourse in Gujarat. Enlarged grant components for studies, training and provision
of short term experts will be included 1n physical infrastructure projects. These
efforts will be augmented by a proposed Water Management Training and Support
Project to upgrade central and state technical and administrative capacity and
provide training for more efficient water management.

The GOI has been very receptive to USAID support to on—-farm development works
in the command areas of medium irrigation projects to assure full utilization of
investments. In Rajasthan, agreement on PID issues has already been reached.
Medium and minor irrigation as well as command area development will be expanded
into other states and "Phase two' medium irrigation projects will be considered
for Rajasthan and perhaps Gujarat.

About one-third of India's irrigation is from wells. Wells have the advantage
of rapid development and efficlent utilization of water. Belng privately financed,
mostly through Institutional credit, public subsidies are lower than for surface
irrigation. USAID support of long term credit through the Agriculture Refinance
and Development Corporation (ARDC), which pgoes mostly for wells, will continue
through the CDSS period. Technology transfer for ground water development financed
by this credit will be through water management training and credit related compo-
nents of USAID supported command area development and minor irrigation projects.

Development of the irrigation sector, as with all sectors, will be influenced
by availability of other material resources - cement, fertilizer and electricity
for pumping. ©Shortages on a nationwide basis will continue. However, USAID will

closely monitor the situation and expects the GOI to allocate the resources required
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to utilize effectively the levels of assistance USAID is propesing.

2., Agricultural Research and Fducation

The rationale for AID support of agricultural research in a limited number of
high priority problem areas is set forth in the FY 1982 CDSS. It is based on a
U.S. comparative advantage in those areas recognized by the Indian Council for
Agriculture Research (ICAR), the opportunity for technology transfer at low AID
administrative cost, the availability of an appropriate assistance mechanism
(Title XII), and the existence in India of a mature university-linked agricultural
research system with associated extension capability. The first Indo-1U.S.
Agriculture Joint Subcommission meetlng In Wew Delhi in September, 1980 identified
twelve research problem areas for joint work by the US and India. Fight of the
twelve have been selected by ICAR for the proposed ATD Agricultural Research Project:
soybean processing and utilization, groundnut production, integrated plant nutrient
management with emphasis on both symbiotic and non-symbiotic nitrogen fixation,
energy management in agriculture, agro-forestry (silvipastoral development of
suitable food, foddér, fuel, etc.), management of meloldogyne nematode crop pests,
plant hormones and bioregulants, and soil and water management. In water management,
ICAR laboratory and field station research would be supported under the Agricultural
Research Project, with implementation and application supported by AID under
irrigation sector grants and loans. Indian agricultural universities and national
research centers will participate in the project, which will include substantial
training and professional exchange components.

Further AID support for agricultural university improvement and expanded
agricultural research will remain under active consideration. Implementation of the
research project presently under design will help to crystalize both Indian and U.S.
interest in these activities.

3. Fertilizer Promotion

Fertilizer has been a very important factor in India's recent agricultural growth,

contributing an estimated 70% of input-induced agricultural growth in recent years.
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Fertilizer prices were increased 40% In June 1980 to reduce GOI subsidy costs and
are expected to increase agaln as a result of the latest OPEC increase in petroleum
prices. Financial benefit/cost ratios for fertilizer still range up to 3:l
depending on the crop and its response to fertilizer. The impact of price increases
on fertillizer sales 1is not yet known.

Increased food supplies due to fertilizer have exerted a downward pressures on
foodgrain prices beneficial to India's poor. Further, available evidence shows
small farmers adopt fertilizer use almost as rapidly as larger farmers and tend to
use more per hectare; also, proportionately more small than larger farms use
fertilizer in India.gi/

The GOI has a reasonably well functioning fertilizer production, import and
distribution system but with recognized flaws and deficiencles. Fertilizer use
tends to be concentrated in more developed areas with irrigation, power, and
transport infrastructure. These areas can take maximum advantage of fertilizer
for yield increases. Remote areas have not been as well served. They lack whole-
sale and retail infrastructure; transportation costs are high, and storage facilities
are Inadequate. While rainfed areas do not have as great a potential as irrigated
areas, fertilizer use can nevertheless be profitable. The GOI has taken a policy
decision that block headquarters be substituted for the rail head as the terminal
point for government subsidized transportation. This will have a major beneficial
impact on fertilizer availability in remote areas and substantially increase access
to fertilizer. Effects of this decision can be partially assessed in the fall of
1981.

AID's expenditures in the fertilizer subsector are for imports. The GOI gives
a high priority to such fast-disbursing assistance. The fertilizer proposed for
financing by AID will increase foodgrain production by an estimated 150,000 metric
tons per year.

4. Rural Employment

India's labor force of nearly 300 million is growing at slightly over 2% per



- 27 -
year. In order to absorb the 6-million new job-seekers annually and reduce the
backlog of unemployment, the original Sixth Five Year Plan projected total employ-
ment creatlon of 46 million during the perlod 1978-1983. 1t was assumed that over
B0Z of these jobs would have to be created In rural areas, and that non-plantation
crop production would create only about 10% of the jobs needed. Other employment
oppeortunities would have to be found in rural enterprises, rural works, and allied
agricultural activities (animal husbandry, especially dairying; horticulture;
fisheries; forestry).

As noted above, the GOI is launching two major rural programs consolidating
the approaches which proved successful in the 1970s, and using a more precise
"Antyodaya' targetting mechanism for identifying the poorest. USAID reviewed
many of the constituent programs of the new Integrated Rural Development Program
(IRDP) for the FY 1982 CDSS and recently carried out a review of all other major
rural employment programs. With respect to rural works and the National Rural
Employment Program (NREP), the GOI has not indicated any interest as yet in donor
food aid or financial support. The GOI would probably welcome additional assistance
for rural enterprises and allied agricultural activities, but in neither case are
there obvious assistance opportunities for AID. Opportunities for AID may become
clearer following publication of the new Sixth Plan and further elaboration of
particular programs. For the present USAID does not plan to proceed to identify
new project possibilities, particularly given current constralnts on staffing and
project development funding.

The Title II Foed for Work (FFW) programs implemented by U.S5. voluntary
agencies are in the private sector and are devoted primarily to the construction of
small irrigation and land development works, feeder roads, and some low-cost rural
housing. Based on a preliminary field review of the program and an assessment of
the evaluation studies available on simllar programs, USAID believes that Title II
FFW has a significant favorable impact on rural incomes and employment, and should

be continued at current or slightly increased levels. At its present level, the
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program creates 100,000 person-years of comstruction employment annually.

5. Cooperative Development

The Title II program 18 continuing to finance the import of U.S. vegetable oil
to provide local currency generations for the development of o0il seed production,
processing and marketing cooperatives under the aegis of the National Dairy
Development Board (NDDB). AID is also supporting the program through an Operational
Program Grant to the Cooperative League of USA (CLUSA). If successful, USAID will
consider expanding the CLUSA/NDDE model to cooperative development in other areas.

Over the CDSS period, the ongoing project is expected to increase oilseeds
production by 150,000 metric tons, benefit some 350,000 producers, result in
450,000 additional person-years of employment, and establish an operational
production, processing and marketing system for oilseed cooperatives.

C. PFertility and Mortality Reduction

USAID proposes to continue its support of the GOI's objectives for reduced
fertility and mortality by assisting programs in rural health and family planning
systems development, other population activities with emphasis on ccmmercial and
retal]l sales of contraceptives.

1. Rural Health and Family Planning Systems

The government's "Model Plan' for basic health and family planning services

adopted in 1977 is the main organizational strategy for delivering such government

services to rural Indla from now to the year 2000, The current government rural
infrastructure is clearly inadequate to effectively reduce fertility and mortality.
For the first time in India's history, the rural systems, after Model Plan
implementation, will provide a minimally adequate prqvider/population ratio to
deliver effective basic health and family planning services on a sustained basis,
USAID, through a $40 million grant project begun in FY 1980 is assisting the
Government of India's Ministry of Health and Family Welfare to implement its Model
Plan in 13 districts in five states. Major components are training of additional

workers; construction of additional peripheral service units and quarters for
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females; start up salary support; and improved and expanded support systems.
Several other donors are also supporting the expansion of government rural health
and family planning infrastructure at the present time, including the World Bank,
UNFPA, DANIDA, and British ODA. Close cooperation among the donors and the GOI
is ensuring that rapid diffusion of information about system improvement occurs.
USAID is having an impact on this project in several areas, particularly with
respect to planning based on epidemiological principles, and improvement of
training, management, and communications systems. This is being accomplished
through USAID staff in Delhl who are experienced in these areas plus selected use
of U.5. Institutions and organizations for assistance in solving key technical
problems.

USAID's current Integrated Rural Health and Population Project is assisting
13 out of the 80 districts in the states of Gujarat, Maharashtra, Haryana, Himachal
Pradesh, and Punjab. Based on the knowledge gained by the GOI, USAID and other
donors during implementation of current projects, USAID will consider a major
expansion of support for further implementation of the Model Plan in rural areas
where development 1s most needed andwhere fertility and mortality are highest.
During the FY 1983-1987 period USAID proposes to support an additional 56 districts
in rapid and effective implementation of the Model Plan. Tmproved health and
population services in the districts assisted by AID would result in an estimated
9 million births averted and 3.7 million infant and child deaths averted by the
year 2000.

The expanded project is also expected to include an additional component
concerned with research on one or more key public health problems affeeting rural
development. This component 13 likely to have substantial technology transfer
potential. USAID will explore with the GOL a financing plan which would provide
loan funds for the construction elements of the project and grant financing for

such components as research and training.
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USATD also 18 providing support to the private health sector. As mentioned
earlier, USAID is developing a project in cooperation with the Ministry of Health
and Family Welfare which will provide grants to private hospitals and health
1nst1tut19nn to expand their rural health facilities.

USAID 1is prepared to explore whatever evidence can be found that the Title II
School Feeding program may contribute to reduced population growth, and has
consequently included SF under the Fertility and Mortality Reduction category.

The 1link between female literacy and reduced fertility i1s well established, as is
the fact that enrollment, attendance, and retention rates are much lower for girls
than for boys. What 1s not clear is whether primary school feeding programs
actually influence enrollment, attendance, and dropout rates, particularly for
girls.

Both CARE and Catholic Relief Service (CRS) have major SF programs in rural
areas with high percentages of Scheduled Tribe population. They believe they may
. enhance enrollment rates, particularly for girls. USAID has discussed informally
with CARE, CRS and the GOI a proposal for an orderly phase down over 3-5 years
of roughly 50% of the SF program, accompanied by a concentration in the poorest
rural areas. In the meantime, during the phase down of the CARE program, the
Misgion will investigate methods by which the impact of Title I1 foods can be
demonstrated in SF programs in the poor areas. If such impact can be shown, a
case will be made for continuance of the program by CARE using Title II foods
beyond the planning period. Otherwise the program will be terminated.

2. Other Population Activities

USAID is developing a Project Implementation Document (PID)} for a project to
substantially increase the commercial and retail sales of contraceptives in small
towns and rural areas of India. The purpose of the project is to strengthen and
expand Government-sponsored and private distribution of contraceptives through
commercial channels. These distribution systems are critical to increasing the

availability of clinical contraceptives as well as condoms, vaginal contraceptives,
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and under some conditions, low dose oral contraceptives which do not require a
prior health examination. These channels are also important for increasing referral
to the Government health and family planning services, particularly for follow-up
for oral pllls; for intra-uterine devices, and for voluntary sterilization. Major
components of this project are expected to include subsidized retaill dales of a
broad range of contraceptive products through the private commercial sector,
introduction of new or improved product lines, support for strengthened marketing
analysis and sales programs, improvements in contraceptive technology for new or
existing pfoduct lines with special emphasis on reducing sideeffects of oral
contraceptives and on packaging:; general educational campalgns in support of -
contraceptive methods; and other innovative/analytical activities for enhanced
fertility reduction. This project should generate a considerable technology transfer.

The strengthening of both clinical and non—clinical private sector delivery
systems that provide a profit to the distributors and a reasonably priced item to
the purchasers has great potential for fertility impact. The government health and
family planning system will provide minimally adequate basic c¢linical health and
family planning services to the rural areas on a sustained basis. In addition to the
government systems,6 there exists in small towns a network of private practitioners
of health and family planning services who rely on commercial and retail outlets
for their supplies. This project will strengthen the ability of the private medical
and family planning sector to supply their clients adequately with clinical
contraceptives.

To strengthen this vital sector, USAID proposed to work with the Government
of India to develop a project along the lines described above. At the level of
funding requested, USAID expects that an estimated 7.2 million births will be
averted between 1983 and the year 2000.

3. Nutrition.

India has an aggregate per capita food supply that is about 10% less than the

minimum needed for everyone to have an adequate diet (based on WHO/FAO
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recommendations). However, the food is not equally available to all income groups
and there are vast differences in intrafamily food consumption. The FY 82-86 CDSS
described this more fully and quoted various studies showing that families below
the GOI poverty line consume from 32-72% less than the WHO/FAC recommendations
and, in most of these families, pregnant and lactating women and young children
have very low food consumption while men and older children are better off.
USAID estimates that at least 60 million women and children 0-4 years of age are
nutritionally deprived enoupgh to have increased risks of illness and death.
Reducing maternal malnutrition.is important as the low birth weight baby in India
may contribute about 407 of all deaths in the first year of life and is perhaps
the main reason that the infant mortality rate in India is so high and has not
declined significantly over the past thirty years.

The major resource available to USAID to reduce malnutrition is Title II food
provided for Maternal Child Health (MCH) programs. CARE is assisting state
governments in Special Nutrition and other programs in about 2000 blocks. CRS is
assisting a large number of private/voluntary sector programs. CARE and CRS
programs are reaching six million mothers and children at this time.

Experience to date with Title II programs indicates that improvements are
needed to maximize‘their potential for reaching the nutritionally deprived groups
at highest risk -- pregnant and lactating women and children 0-3 years of age.
USAID began a series of evaluations in 1979 of Title II MCH programs and is
continuing efforts in FY 8l to see if programs operated by CRS, the GOI, and joint
GOI-CARE programs can be upgraded to achieve nutritional impact at a reasonable
cost.

USAID is now developing an integrated nutrition project with the GOI generally
following the Integrated Child Development Services (ICDS) model which is already
operational in 200 blocks. The GOI plans during the Sixth Plan to extend the ICDS
by 100 blocks each year wiﬁh its own resources. The AID project will cover up to

another 100 blocks {or 1 million women and children) where existing MCH programs,
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many now assisted by CARE, will be uppraded to the integrated model. It is expected
that considerable technolopy transfer will occur In the areas of nutrition planning,
nutrition education, operations management of effective nutritional programs, field
research about maternal malnutrition and low birth welght, and nutritional evaluation.
Based on the expectation of an effective expansion of the ICDS program meeting USAID's
project purpose to achieve a nutritional impact for children 0-3, USAID {is proposing
additional grant funds to expand nutritional interventions throughout the CDSS

period. There clearly is need for an increased AID support effort.

CARE Title II food as well as GOI food will be used along with USAID development
assistance support under oﬁr planned FY 8] project. However, CARE and CRS also are
supporting a varilety of other MCH programs as well, most importantly the Special
Nutrition Program. USAID will encourage CARE and CRS in the continuation and
expansion of those programs which have integrated health and education services and
which are targeted at pregnant women and children who are severely and moderately
malnourished. Those MCH programs which are simply feeding programs will be expected
to be upgraded into nutrition impact programs or phased out. USAID will assist the
PV0's in this upgrading through grants. USAID proposes to continue Title II food

for MCH at existing levels during the current evaluation and upgrading period with
modest increases in tonnage levels if warranted for the upgrading program.

D. Energy, Forestry and Conservation

In the FY 82 CDSS, this area was considered under the program category of
Special Aid Concerns. However, in view of the increased emphasis and resources
allocation proposed by UISAID, energy, forestry and conservation have been designated
a major program category.

Forestry and environmental problems in India are made more acute by growing
energy demands. All three problems have the same root cause: population expansion.
Agricultural land, firewood, fodder, small timber for housing, agricultural
implements and bullock carts and other forest products (fruits, herbs etc.) are

in increasingly short supply. In a country where 807 of the population lives in
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villages, Increasing demand has resultéd in depletion of much of the communal and
privately owned forest land. Similarly, severe encroachment and widespread
degradation have occurred to government reserves, The GOI's need for revenue from
commercial sales has also placed enormous pressure on foresta. The GOI has not
been able to stem the Increasing losses of forest land despite clear recognition
given to the problem in policy statements.

It is estimated that 4.2 million hectares of the %orest land base have been
lost since 1952. Nearly 37 million hectares, as Protected Forest, received no
systematic management. Hence out of the 75 million hectares officially classed
as forest, many hectares are not producing anywhere near their potential either
in terms of revenue or for rural needs. Land stabilization needs in the Himalayan
foothills and assoclated drainage systems in the central uplands also present
pressing problems. The combination of steep slopes, high intensity monsoon rainfall
and depletion of vegetative cover from overgrazing and poor agricultural conservation
have been devastating in some areas. Land and water management problems are serious
now and will become more critical by 2000,

On a national scale the magnitude of the natural resource problem dgscribed
above is massive. Government action programs in reforestation and erosion control
on this scale can succeed but will require many years and funding levels substantially
above those provided in the past. USAID has proposed initiatives which emphasize
institutional development and include modest but significant funding for reforestation
and/or erosion control efforts. Soclal forestry and land and water management
projects will be used as vehicles for institutional development, technical assistance
and operational demonstrations. These program elements will be_used to motivate and
traln people at the village, block and state level to achieve self sustaining programs
to meet their own needs.

In addition to the already programmed social forestry projects in Madhya Pradesh
and Maharashtra, a third social forestry project will be developed for northwest

India; and follow-on funding for Madhya Pradesh is planned. The FY 1982 Land and
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Water Conservation project is the initial effort in villape level land and water
management; two additional projects are planned.

During the past year USAID produced an analysis of India's energy problems;gl/
the Asia Bureau released a Statement on Energy, and the Phase I design team for
the FY 1982 Alternative Energy Resources Project reviewed assistance possibilities.
There clearly is strong interest on the part of both the GOI and AID for collaborative
activity. Although a number of specific GOI energy concerns are not appropriate for
USAID support, USAID expects that there will be scope for continued modest AID support
for the development of alternative rural energy supplies in India, particularly
energy from biomass, a topic shortly to be reviewed for project activities by a
National Academy of Sciences team. USAID is proposing bilateral funds for the FY
1983 .- FY 1987 period and also expects to draw on centrally-funded projects to support

other energy activities.

E. USAID Analysis and Evaluation Plans

USAID has planned a series of analytical efforts to provide the basis for further
strategy refinement and improvements in program and project design. These plans are
discussed in detail in the USAID/India Analysis and Fvaluation Plan completed in
October 1980. The major activities for 1981 will be literature reviews and preparation
of sectoral strategy papers for the three "core" program areas; the initiation or
continuation of evaluation studies covering all four Title 11 components; the initiation
of baseline data collection for several major projects; and an update of the literature
review on the impact of agricultural and rural development on poverty.

ITI. Assistance Planning Level

A. Proposed Assistance Planning Levels

The FY 1987 Indicative Planning Allocation (IPA) figure is $750 million, which
also was the Approved Assistance Planning Level (AAPL) for FY 1986. Based on the
IPA criteria of size of population, degree of poverty and commitment, USAID agrees
that this is a reasonable figure to use as the Proposed Assistance Planning Level

(PAPL) for FY 1987. USAID also recognizes that it may be extremely difficult for
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AID to achieve the budget levels which would permit the allocation of $750 million
to any one country.

USATD proposes that the Development Assistance Levels approach the PAPL in
roughly $100 million increments beginning from an FY 1981 OYB of $104 million and a
Congressional Presentation level of $195 million for FY 1982. The level proposed
for FY 1983 {is $275 million. Commitments at the proposed FY 1983 level would be
welcomed by the GOI, since they would come at a time when an increase in donor
commitment leve;s and disbursement levels will be extremely important in helping
Inaia stave off an off-related balance of payments crisis,

The composition of the Development Assistance and PL-~480 assistance proposed
for FY 1983 to FY 1987 1is shown on the following table. The distribution among
program categories is roughly the same as last year's yith Food Supply and Rural
Employment accounting for 70%, Fertility and Mortality Reduction for 20%, and
Energy, Forestry and Conservation for 10%. The three '"core" program areas -
irrigation, health/family planning/nutrition and forestry/conservation - account
for 82% of the Development Assistance Proposed.

Fertilizer would be the only major foreign exchange item in the proposed
Development Assistance program. The forelgn exchange component of the proposed
program would decline from 20% to 12% from FY 1983 to FY 1987, If Title II is

included in the program totals, the foreign exchange component is on the order of
35% to 55%.

B. USAID Workforce

The basic assumptions upon which the FY 1982 CDSS and ABS staff projectioms
were based remain unchanged. While a four-fold increase in Development Assistance
program levels is projected between FY 1982 and FY 1987, it should require only a
30% increase to U.S. Direct Hire staff and USAID Foreign National Staff. The U.S.
staff will be made up of experienced generalists and senior, highly qualified
technicians supplemented by Foreign National Staff. USAID will augment its staff

with U.S. contractors to work on specific activities, with TDY assistance from
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ATD/Washington and with Indian conzultants and Iinstirutions to carry out analysis,
design and evaluation work. The program will concentrate on selected sectors
permitting USAID staff size to be limited. A major portion of new activities
programmed beyond FY 1982 will expand upon m&dels of projects currently being
designed and implemented. At present, the sector ih which the greatest growth

in USAID assistance is anticipated is irrigation and water management. Expansion

in other areas such as health/family planning/nutrition and forestry/éonservation

is also expected but at lower levels.

The actual distribution of ﬁSAID resources will be determined by the experience
derived from projects commencing in 1981 and 1982. Similarly, the staff levels and
mix of technical personnel will depend upon developments in these sectors and USAID
assistance levels. The table below sets forth our estimate of the Mission's

staffing requirements at the funding levels proposed.
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USAID/INDIA: PROPOSED FUNDING AND STAFFING,

Proposed Assistance Planning Level

FY 1983 - FY 1987

Program Area

Planning Levels ($ million)

a/ Funding split 33/67 between Population and Health accounts

b/ Title II amounts shown are non-additive

FY 83 FY 84 FY 85 FY 86 FY 87 Total
Food Supply and Rural Employment
Surface Irrigation 120 135 165 175 225 820
Groundwater Irrigation 40 65 100 120 170 495
Ag. Research and Education 10 10 15 25 25 85
Fertilizer Promotion 55 70 70 75 90 360
Food for Rural Works, Title I (50) (60) (70} {80) (90) (350)
Food for Cooperatives, Title II (30) (30) (40) {50) (50) (250)
Fertility and Mortality Reduction
Rural Health & Family Planning
Systemsa] 15 40 45 65 90 255
Other Population Activities 5 20 30 40 50 145
Nutrition Interventions 10 10 25 30 30 105
Food for Maternal Child Health _
Title IX (85) (95) (110} (11%) {125) (530)
Primary School Feeding, Title II (70) (59) (40) (35) (35) (235)
Energy, Forestry and Conservation
Forestry and Conservation - 20 40 50 60 70 240
Energy - 10 - 10 - 20
Total (Development Assistance) 275 400 500 600 750 2,525
Total PL 480 Title IIP/ (235) (240) (260) (280) (300) (1,315)

Projected USDH and FSDH

Fiscal Yesr =~ FY 81 FY 82  FY 83 FY 84 FY 85 FY 86  FY 87

USDH 19 21 23 25 26 28 30

ipl _ 0 1 1 1 1 1 1

FNIH 52 55 57 59 61 63 65

DH/PIT 5 5 5 5 5 5 5
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GOI COMMITMENT TO EQUITABLE DEVELOPMENT

The sections below respond to the questions on countyy commitment set
forth in State 309900 (November 22, 1980). The questions are grouped under
four broad headings, and are listed at the begilnning of each sub-section. Be-
cause of the space iimitations, the responses are necessarily breif. We assume
that USAID will have the opportunity to provide additional information during
CY 1981 as country commitment profiles are developed. USAID will be able to
asgess GOI commitment in greater detail following the release of the Sixth Five
Year Plan (1980-1985) in February or March, 1981 and the presentation of a budget
based on the Plan for India's FY 1982 (April 1981 - March 1982).

I. Political and Administrative Factors

How Regponsive is the Political Structure to the Needs of the Pdor?'
(Paragraph H)

Myron Weiner,who has written extensively about India, described its
political development in the following way:

Except for a twenty-month interlude during the latter
portion of Prime Minister Indira Gandhi's rule, India
has been an open, competitive political system, with
political parties contending for power within an elec-~
toral process. Human rights, especially freedom of

the press and legal protection against political
arrests, have been widely observed; virtually all

major pelitical groups, including those in opposition,
view governmental authority as legitimate; participation
in the political system at the local, district, state,
and national levels has been remarkably widespread for
a country with a low level of literacy and urbanization;
the power base of the governing elite has been fairly
broad, encompassing both rural and urban interests; a
dynamic balance has been established between various
levels of governmentzl authority, especially between
the state and central governments; (and) the role of
the military and the police in the political system

in the developing countries, authority has been
relatively nonrepressive,..=

With regard to the participation of the poor ir the Indian ﬁolitical process,
recent social profile data for different political involvement types have

demonstrated that low status peiple have a heavy proportionate involvement in
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politics.zj Some 63% of persons with low or no education and 3927 of lower caste
groups are politically active in campaigns;gj Similar findings emerged with
other forms of political involvement such as participating in demonstratioms,
self-initiated meetings with political officials and interest in joining
political partles.

The particlpation of the poor in the planning and implementation Qf
development activities is still quite limited, as political and administrative
systems operate largely in a top-down fashion. However, the opportunity for
participating in this process i1s gradually increasing through such avenues as
village and district political institutions, voluntary associations, caste
I

assoclations, kinship groups and trade unions.—=

How Mobile 1is the Soceity? (Paragraph I)

Contrary to ﬁhe older stereotype of India as é rigidly hierarchical
society, increasing individual and group social and economic change ié taking
place.éj This change is paftially due to the influence of education, mass
communication, new technolﬁgy, politic§ and urbanization.gj While social and
economic change permitted by Iﬁdiaﬁ soclety is not very rapid, it is significant.
For example, high Easte groups and traditional rural elites are increasingly
being pushed aside in state and local politics by emerging coalitions of middle
and lower caste groups.lj "Ex-poor" castes in many parts of India have used land
consolidation and new agricultural technology to carve out positions of ecbnomic
and political powerugf This phenomenon has transformed politics im northern
India. In areas where fhe Green Revolution has been successful, gains have been
made by the middle and scheduled caste groups through increased employment oppor-
tunities and rising real wages which have sometimes been trahslated into greater

economic power, soclal prestige and political influence.gj

It is8 generally admitted that the extent to which disadvantaged and lower

class and caste groups can improve their sccial and economic status is limited

when compared to the middle and upper levels of society. Furthermore, the
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middle and higher classes tend to predominate in positions of political and
administrative power. Neveréheless; the political and economic system does
provide the means for disadvantaged groups to improve thelr present positiomns and
it does not totally exclude an significant ethnic, linguistic, religious,
regional or economic classes or groups from development. The central and state
governments have relied heavily on affirmative action, such as providing quotas
for scheduled castes and backward classes in political and educationai institutions
and employment, to enable representatives of these disadvantaged groups to become
active participants in tﬁe political arena and in decision-making., It has also

established such institutions as the panchayati raj system, which has enabled

transmission of power to the lower and more disadvantaged groups.

How Much Control is There of the Flow of Information? (Paragraph J)

There is a free and critical press in India. New and controversial ideas
are openly discussed. There i1s a free flow of Information from the center te the
periphery with minimal censorship. Dissent has been accommodated by the
Government, except for the censorship imposed during the Emergency in 1975-1977.
While radio and television are controlled by the Government, a wide range of
publications provide both Covernment and opposition viewpoints on contemporari
issues,

How Effective is the Administrative System? (Paragraph E)

The level of administrative capabilities, when compared to other developing
countries, is high.lgj Senior level administrators and technocrats, especially
in sectors of USAID involvement, are quite capable of implementing Government
policies and programs. There are, however, other sectors in which civil servants
have been less effective, such as public enterprises. The performance of the
lower levels of the administrative system varles considerably from sector to
sector and from state to state,

With periodic scarcity of controlled commodities opportunities for bribery

and corruption in the administrative system exist.ll/ While payocffs are
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acknowledged to occur, they appear to be accepted as an irritating but minor
feature of the public distribution system. Our impression is that compared with
other developing countries, the level of corruption is not high and does not cause
substantial diversfon of resources from the poor to other groups in society.

India is committed to the process of planned economic development., Since
its establishment in 1950, the Planning Commission has been responsible forx
preparing, in consultation with central ministries and state planning boards,
five years plans aimed at attaining self-sustaining economic growth. The
Planning Commission is staffed with qualified economists and technicians.
Implementation of these plans, however, has been more problematic, Targets have
often not been achieved, The Planning Commission performs more an advisory than
a management control function.l?/ Congstraints include competing political and
economic interests, unforeseen disasters (such as droughts), external factors
(such as escalating oil prices), and periodic center-state tentions. Neverthe-
less, India possesses an effective planning infrastructure which formulates the
framework within which the Government allocates resources for development purposes.

Statistical information regarding population and soclo-economic performance
is reasonably accurate and readily available for planning and monitoring imple-
mentation of the Govermment's development policies and programs. The quality
and variety of Indian statistical data are recognized to be among the highest in
developing countries.

II. General Economic Policies

To what extent do macro economic factors inhibit or enhance the sbility of
the poor to raise their incomes? (Paragraph A).

Is the government involved in increasing employment, and do the pricing
system and other government policies work so as to encourage employment generation?
(Paragraph B)

The GOI's policies have become gradually more favorable to accelerated labor-
intensive growth since the late 19608, The exchange rate, which remained

substantially overvalued even after the sharp devaluation of 1966, 1s now
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reasonably realistic. The balance of payments position has been strengthened
by remittances from overseas Indians and by export promotion efforts which have
contributed a substantial boost in the growth rate of exports (77 per annum by
volume in the 1970s as compared to roughly 0.3% per annum in the 1950s and 4%
in the 1960s)., Interest rates have been adjusted upwards in several stages;
leading rates now range from 14 to 21 percent, although credit is avallable
for some “priority" sectors (agriculture, small-scale industry) at lower rates.
Gross domestic saving and investment have rigem from 10-15 percent of Gross
Domestic Product (CDP) in the 19508 and early 1960s to 22-24 percent in the late
1970s. Inflation has been kept relatively well under control, although supply
constraints and rapid rise in petroleum prices contributed to rapid inflation in
1979-80 after four years of relative price stability; the wholesale price index.
rose by about 17 percent in 1979-80 and is projected to increase by 187 in 1980 -81.
Pricing policies toward agriculture and energy have been generally appropriate,
particularly during the late 19705.}2/

While this gradual reorientation in policy and the growth spurt of 1974-75
to 1978-79 are both encouraging, GOI policles are still not providing maximum
support for equitable growth. The GOI has not yet found ways to improve the
efficiency éf public sector enterprises to acceptable levels. This not only
reduces the direct contribution of the public sector to resource mobilization and
employment generation but also acts as a serious brake on agriculture and the
private industrial sector (as was illustrated by the "infrastructure crisis" of
1979-80, attributable to poor performance of the public sectors coal mining, rail-
way, and power'generation enterprises). Moreover, administrative controls of
various kinds still hamper the private sector, particularly in manufacturing. Thus,
private sector industrial employment has grown at less than 17 per year since the
mid-1960s, with the result that employment in manufacturing actually accounted for

a smaller percentage of the labor force in 1971 that it d4id in 1951.l£/ Employment

in the modern sector (public sector plus non-agricultural private sector employers
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with 10 or more workers) increased at only 2.5 per annum during 1966-1979% or at
roughly the same rate as labor force growth.&é/ This represents perhaps the single
most important failure of India's development strategy. The low rates of
industrial and "organized sector"” output and employment growth have shifted an
unduly larger share of the burden of employment - creation to other sectors.

The GOI has had some impressive success recently in generating non-industrial
employment and is now implementing agricultural and rural development programs
vhich could largely eliminate rural unemployment within the decade (zee discussion
below). However, equitable growth will be achieved over the long run and on a
sustained basis only with accelerated industrial growth., Much of this acceleration
will have to come from the private sector. Employment in private enterprises in
the organized sector increased at only 0,41 per year between 1966 and 1979,
although employment growth jumped to about 2.5 percent in 1978 and 1979.19/'The
task before India's policy-makers is to assure that the growth spurt of the second
half of the 1970s becomes established ags a new trend line for growth, and does not

become merely a short-term aberrationm.

III. Agricultural and Rural Development

Is access to productive resources (particularly land, but also infrasturcture,
water, credit, research and extension net-works) widesp:ead? If access is limited
what 1s being done about it? (Paragreph C) :

The net result of GOI programs launched over the past 15 years has been the
creation of increasingly widespread access to productive resources and employment
in rural India, both among reglons and among groups. Land reform has made only
a relatively minor contribution to improved access, however. The abolition of the
semi-feudal "zamindari" or large landlord system following Independence was
generally successful, and increased the poportion of land in owner-operator systems

17/

from 40 to 75 percent.— Subsequent efforts to reform tenancy relations and
redistribute land have been less successful, although nearly 1.5 million hectares
of land have been declared surplus and about 0.7 million hectares have been dis-

tributed to 1.2 million landless lsborers. Consolidation of fragmented holdings
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has been more successful, and had been completed on 46 million hectares by 1979
(as compared with India's net sown area of about 140 million hectares).égj

The GOX has nevertheless made impressive progress in providing access to
inputs, infrastructure and productive assets other than land (e.g. livestock).
Bural electrification as of 1979-80 has reached 44 percent of villages, as
compared with 8 percent in 1965-66. Fertilizer consumption during the same period
increased from 0.8 million tons to 5.3 million tons (or from 5 kilograms per
hectare to 30 kilograms per hectare), use of improved varieties from 2% to 40
of the area planted to cereals, gross irrigated area from 33 million hectares to
52 million hectares, and institutional credit for agriculture (in terms of loans
outstanding) from about $1 billion to $8.8. billion«lﬂj Although small and
marginal farmers were slower to adopt agricultural innovations initially, they now
use water, fertilizer and credit at least intensively as medium and large farmers,
and in many cases more intensively.gg/ This implies that markets aﬁd institutions
are now generally effective in providing access to infrastructure and inputs
regardless of size of holdings, and are unlikely to generate a large-farmer bias
as increased investment permits improved access for less advanced regions.

Although these agricultural programs have primarily benefitted farmers, they
have alsoc benefitted the landless by exerting downward pressure on food prices and
by generating employment. It has been estimated that irrigation development and
expanded fertilizer use now generate about 450,000 permanent jobs per year, in
addition to the employment provided during the comstruction period.zl! Perhaps
more importantly, the experience with the rural development programs launched

in the 19708 has been highly encouragingaggl

In 1978-79, several of these programs-
the Small Farmer Development Agency, the Antyodaya program,dairy development
(Operation Flood)}, the Employment Guarantee Scheme (EGS) in Maharashtra, and GOI
Food for Work - geﬁerated an estimated 3.7 million person~years of employment,
equivalent to more than 50 percent of total annual labor force growth of roughly

/

.23
7 million.™ India now has the means to increase Incomes on a substantial scale
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for the landless, who are the poorest and have been the most difficult to reach.

How is the government dealing with natural resource depletion where this is
a_problem? (Psragraph F)

See CDSS narative, Section II.D

IV. Human Resources

What have been the trends of government budget allocations to the health and
education sectors, and is there equitable access to health and educational
services? (Paragraph D)

1. Budget Allocations - Ceneral

In 1979-80 human resources expenditures accounted for an estimated 15.1 % of
total central and state development expenditures, with education receiving
11.6% of the total, health and family planning some 3.4 %, end nutritign
programs 0,17, This was slightly below the allocations for 1977-78 (15.6%)
and 1978-79 (16.32).gﬁj This decrease reflects the worsening of the GOI's overall
budget situatlion, and the fact that capital expenditures for human resources
programs tend to be deferred when resources become scarce,

2., Education

Progress in providing access to basic services has been more rapid in
education than in health, but the obstacles to further progress are in somé ways
more difficult. Access to primary school facilities is virtually universai and
enrollment in 1977-73 was 85 Z {as compared with 22%Z in the early 1950s). However,
enrollment among girls was only 682 (as compared to 100X reported for boys) énd
the overall dropout rate by grade 5 was about 702.22/ Because of the high
dropout rate, literacy is still low among young teenagers, particularly girls.
The state governments are Iimplementing several programs.aimed at improving the
quality and efficlency of primary education. Progress will depend heavily on
further changes in attitudes toward education by poor rural households; attitudes

in turn will shift most rapidly in the presence of rising rural incomes and

employment.
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3. Health Services

The distribution of health servicer within India has shown improvement
in recent years, particularly since 1974. At Independence, rural health services
were practically non-existant. Urban services for Indlans were available, but
were poorly financed and of poor quality. Although the philosophy for a
decentralized rural health was articulated as early as 1946 (the famous Bhore
Report), government expenditures through the early 1970s were largely for urban -
based hospital servicee plus the massive malaria program which served both
urban and rural areas. The government added village-based workers in the late
1970's who would "bring heslth care to the doorstep of the people"”. Primary
health centers, subcenters and village workers now form the basic structure of
the '"Model Plan" which is the pattern planned for the next 20 years.géj

The allocation of resources within the health budget has changed in the last
six years and the proportion going to rural basic services has increased from
5-10Z to almost 20Z of health-related expenditures. Malaria still consumes over
507 health budget and urban services and administration/training/research
utilizes the remaining resources. Since health is a state subject, inter-state
variability in expenditures for health is wide.

Access to the government health system 1s supplemented by the availability
of traditional medical services. Two-thirds of the traditional practitioners,
who roughly equal the number of Western-style practitioners, reside in rural
areas (whereas only one-third of Western-style docotors live in rural areas).gzj
Various efforts are being made to lmprove the effectiveness of traditional medicine
and to Integrate the modern and traditional systems more fully but it is not clear
how successful this has been.

4, Nutrition

India suffers from an aggregate percapita food supply gap estimated at 10X

of total consumption, based on the minimum recommended by WHO/FAO if everyone

were to have an adequate diet. Furthermore food is not equally avaialble to all
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income groups and individuals. USAID estimates that moderate and severe
malnutrition affect up to 60 million people, primarily children under age three

and pregnant and lactating woman.zg! In addition to the strategies to increase food
supply and incomes, the government has tried a variety of nutrition intervention
programs over the last twenty years to attack malnutrition in economically deprived
groups. This includes the Applied Nutrition Program begun in the 1960's, the
Special Nutrition Program begun Iin 1971, the Integrated Child Health Scheme

begun in 1975, and various other schemes at the state level and below. These
programs have had varying degrees of success but demonstrate continued government
interest in improving the nutritional status of the poorer sections of the
population.ggj Food aid from external donors, such as PL 480, have made an

important contribution to these programs.

How well do government policles and programs address the problem of high
fertility rates (Paragraph 6)

The distribution of family planning services has parallelled the distribution
of health services. Prior to 1977, there were both separate family planning service
wnits and health units which offered family planning services. Since 1977, the
provision of faﬁily planning services in rural areas has been completely integrated
with health services, under the "Model Plan’, mentioned previously.

The resources for family planning account for 112 of the health ministry
budget. Since family planning iz a federally sponsored program, the state
allocations for family planning are sméller so that total expenditures for family
planning are probably only 5-7Z of all state and federal expenditures for health,
The trend in family planning expenditures has been quite erratic, depending on the
successes and disappointments of the government's efforts.

The mix of family planning services emphasizes femmle acceptance although
about 20 percent of all sterilizatione are male sterilizations. The service mix
in India atrongly'favours sterilization over other family planning methods but
interest in non-terminal methods to meet family planning demand within the under

30 age group is growing and should result in a2 more balanced program in the
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coming years.

India's family planning performance has been creditable, particularly
given the magnitude of the problem and the relatively unfavorsble socio-—
economic environment. By the mid-1960s, total family planning acceptors
had increased to 2 million, covering somewhat less than 102 of the relevant
group and both the c¢rude birth rate and population growth rate began to decline.
The percentages of couples protected reached a peak of 247 din 1976~77, then
dropped slightly in subsequent years because of negative reactions to the
mass sterilization campaign of the Fmergency period. By 1979, the crude birth
rate was 33 per thousand (versus 41 per thousand in 1966-67) and 22% of couples
were protected. Births averted since 1961 totalled over 34 million.ég/

Unlike many other countries,neither increase in marriage age and nor
improvements in health, education and economic status seem to have made a
major contribution to fertility reduction thus far; the decline in the birth
rate has been largely due to government family planning efforts.él/ Further
progress will depend heavily on improvements in rural health, education, em-
ployment and incomes, and on continued improvement and expansion of delivery
services. Over the sho;t term, family planning performance is likely to
continue to recover from the sharp declines in acceptors in 1977-78, end should
benefit from the fact that the present government is less ambivalent in its

attitudes toward family planning than the previous government.
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FOOTNOTES

I.
Yy

10/

11/

12/

Analysis

The projected per capita GNP for 1980-81 at current prices is §$231.

The 1978 figure is used here because 1978 is the latest year for which
comparable International data are available: See IBRD, World Development
Report, 1980. Growth rates refer to the period 1950-51 to 1980-81, and
are taken from Centre for Monitoring Indian Economy (CMIE), "India's
Growth 1950-51 to 1980-81", December 1980. The GOI definition of the
poverty line is discussed in the India FY 1982 CDSS, pp. 2-4., Note that
the discussion on “progress" 1s very breif and general, USAID assumes
that the progress indicators mentioned in the AID/W CDSS Guidance (State
309900) but not received as of the CDSS submission date will permit a more
comprehensive comparative analysis,

CMIE, op. cit. The growth rate given for fcoodgrain output from 1951-52 to
1979-80 was 2.97: wheat output grew at 5.9% and rice output at 2.8%, while
growth rates for coarse grains and pulses were much lower, See CMIE "Basic
Statigtics Relating to the Indian Economy: Volume I, All India, "October
1980, Table 12.9.

Life expectancy figures are from GOI Planning Commission, Draft Sixth Five
Plan 1978-1983 (Revised); literacy figures refers to total literacy; adult
literacy is about 40%.

The averages cited In the first two paragraphs conceal the considerable
degree of variation in growth performance among states. For indicators’
broken down by state see the FY 1982 CDSS, Annex 2, Table 3.

CMIE, "Basic Statistics,...." Tables 12.1, 13.4 and 7.1.

According to the Planning Commission's Annual Plap 1979-80, employment grew
at an estimated rate of 3.15% in 1978-79, which is well above the labor
force growth rate of about 2X%. Also, comparison of National Sample Survey
{NSS) estimates for 1972-73 and 1977-78 shows a drop in "dally status"
unemployment from B.5% to B8.0%.

For an excellent review of India's current ecconomic situation, see

U.S. Embassy, New Delhi, "Economlc Trends Report: India," November 1980,

USAID has also drawn upon CMIE, "Indian Economy: Recent Trends and Prospects,"
December 1980,

USAID, "Section 102 {d) Progress and Commitment Data," September 27, 1979.

AID, "U.S., Bilateral Assistance to India. A Strategy for the Early 1980s,"
June 1, 1978, See especially Sections I.D. and V.C,

State 034701, dated February 8, 1980.

For a fairly comprehensive recent discussion of India's agricultural pricing
policies and investment allocations, see IBRD, "Economic Situation and
Prospects of India,”"” May 1, 1980, Chapter 2,

For further detaills, see the Annex 9 and Section I.A.3 below; see also
USAID/India, "Targeted Rural Development Programs in India," CDSS Supplement,
February 1980.
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For the targets adopted under the "Revised Minimum Needs Program" by the
previous government, see the FY 1982 CDSS, Table 14,

Low growth should not be blamed entirely on inefficiency and inappropriate
macroeconomic and industrial policies, however. Hollls Chenery, in a
recent comparison of projected versus actual growth rates for the period
1962 - 1975, singled out India as "the principal case in which slow

growth can be attributed to a subatantial extent to the limited supply

of external capital. "See Hollis Chenery, Structural Change and
Development Policy, (New York, Oxford University Press 1979), p 449.

See Annex 2 for a further discussion of these points.,

For a listing of the measures and a brief assessment of their possible
impact, see CMIE "Indian Economy: Recent Trends and Prospects" December
1980, Appendix C.

USAID expects to be able to substantiate this in greater detaill following
the release of the new Sixth Five Year Plan (1980-85) and the GOI budget
for Indian Fiscal Year 1982 (April 1981 - March 1982).

GOI, Planning Commission, Sixth Five Year Plan 1980-85, A Frameowrk,
August 1980, The National Development Council (NDC)} is made up of the
central government cabinet ministers and the Chief Ministers from the
states.

For analyses of the original Sixth Five Year Plan, see AID, "U.S. Bilateral
Assistance to India: A Strategy for the Early 1980s," June 1, 1978,

Chapter 1-3; IBRD, "Economic Situation and Prospects of India, “April 9,
1979, Chapter 2; and the FY 1982 India CDSS, pp. 21-23 and Table 14,

For a brief analyses of the Small Farmer Development Agency (SFDA), block
level planning, and the Antyodaya program, see USAID/India, "Targeted
Rural Development ...," pp. 4-10. The "Antyodaya" program (defined as
"uplifting of the last person"), originally implemented in the states of
Uttar Pradesh, Rajasthan, and Bihar, involved the selectlon of the poorest
five families in a village by village assemblies, and the channelling of
resources from exlsting programs to the designated households. It is
essentially a targeting mechanism.

The evolution of India's external resources position since the.early 1970s
is analyzed in detail in IBRD "Economic Situation and Prospects of India,"
May 1, 1980, Chapter &.

For a more detailed discussion of the current balance of payments situation,
see U.S. Embassy/New Delhi, "Economic Trends Report India," November 1980.
The role of petroleum in the economy is described comprehensively in U.S.
Embassy/New Delhi, "Industrial Outlook: Petroleum - India 1980," Department
of State Airgram A-52, July 21, 1980.

For the analysis of long-term balance of payments projections and external

resource requirements appended to the FY 1982 CDSS, see USAID/India,
"Resource Requirements, Abasorptive Capacity and Other Donor Assistance,m
February 1980.

For the IBRD analysis and recommendations, see IBRD, ibid. chapter 4.
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II. AID Assistance Strategy

25/ See USAID/India, "Fertilizer Promotion Project,” Project Paper, July 1979.

26/ For further background on rural employment in India and a discussion of some
of these programs, see Peter Thormann and M,C, Gupta, "Employment in India:
An Overview with Special Emphasis on Off-Farm Employment," USAID/India.

27/ See USAID/India, "Energy Environment and Forestry - India,” prepared for the
Agla Bureau Conference on Energy Environment and Forestry, Manila, 19831
November 12-16, 1979,

Annex: GOI Commitment to Equitable Development

1/ Myron Weiner, "Political Evolution -~ Party Bureaucracy and Institutions”
in India: A Rising Middle Power, ed. John Mgéllsr (Boulder: Westview Press,
1979) p. 15.

2/ Samuel Eldersveld and Bashiruddin Ahmed, Citizens and Politics (Chicago:
The University of Chicago Press, 1978p.195, A seven country comparison of
participation and political equality found & close similarity between the U.S.
and India insofar as the relation between relative soclo-economic status
and political participation was concerned. Sidney Verba, Nie, Kim,
Participation and Political Equality (Cambridge, England: Cambridge University
Press), pp 63-65.

3/ 13Ibid., pp 195

4/ Marcus Franda, Small is Politics (New Delhi: Wiley Eastern Limited, 1979).
While Dr. Pranda points out that the transition of power to the most
disadvantaged has been very slow, these are the major groups through which
such a change is taking place.

5/ Yogendra Singh, "The Changing Pattern of Social Stratification in India",
in Dimensions of Social Change, eds. M.N. Srinivas, et. al., (New Delhi:
Allied Publishers Private Limited, 1978). See also Andre Beteille, Caste,
Class and Power, (Bombay: Oxford University Press, 1966): Beteille, Castes:
0ld and New (New Delhi: Asia Publishing House, 196%9); Rajni Kothari, ed.
Caste in Indian Politics, (New Delhi: Orient Longman, 1970); 6.S. Ghurye,
Caste and Race in India (Bombay: Popular Prakason, 1969). Harry Blair,
Voting, Caste Community, Society, (New Delhil: Young Asia Publishers, 1979);
Owen Lynch. The Politics of Untouchability (Delhi: National Publishing
House, 1974).

6/ Sachchidananda, The Harijan Elite, (Thomson Press (India) Limited, 1976).
See also, Inder P. Nijhawan, "Socio-political Institutioms, Cultural
Values and Attitudes"™ in India's Fconomic Problems, ed. J.S. Uppal (New Delhi:
Tata McGraw Hi111),,1978, pp. 67-88,

7/ Susanne and Lloyd Rudolph, "The Centrist Future of Indian Politics", Asian
Survey, (June 1980), pp. 588-592,

§j Francine Frankel, India's Political Economy, 1947-77, (Princeton: Princeton
University Press, 1978), pp. 203; John Montero, Corruption, (Bombay, 1966),
pp. 386,

9/ Partap C. Aggarwal, "Green Revolution and Employment in Ludhiana, Punjab,
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India" in Edger 0. Edwards, (ed.) Employment in Developing Nations
(New York: Columbia University Press, 1974), pp. 3/7.

Weiner, op cit p. 15

Ram L. Chugh, "Black Money and the Indian Fconomy' in India's Economic
Problems, ed. J.S. Ippal (New Delhi: Tata McGraw Hill Publishing Company
Limited, 1978), p. 395. Other articles are available which deal with the
causes of corruption . According to S.K. Das, planning and development which
involve high level expenditure provide a source of corruption. "Water,
Corruption and Nepotism in India," Modern Review (Vol. 106: August, 1959).
P.S. Muhar holds that the poor pay of civil servants is the main cause of
corruption. "Corruption in Public Service Journal of Patna Institute

of Public Administration (December, 1957). K.L. Punjabl traces the roots
of corruption to shortages in all commodities, low salarles, collection of
party funds and caste pressures. “Corruption in Public Administration,”
Public Administration (January, 1964).

Charan Wadhva, "PerformanceAppraisal of Centralized Economic in Some
Problems of India's Economic Policy ed. Charan D. Wadhva (New Delhi: Tata
McGraw HiIl1 Publishing Company Limited, 1980),pp. 137-151.

The discussion in this paragraph is based on IBRD, "Economic Situation

and Prospects of India, May 1" 1980, and CMIE, '"Monthly Review of the
Indian Economy,'" December 1980. This brief section does not attempt to
discuss all of the variables listed on pp. 6 and 7 of "A.I.D. Macroeconomic
Analysis at the country level: Implications of the 1982-86 CDSS Review,"
PPC/EA, June 1980. Most are covered in the FY 1982 CDSS, Part I, and the
related tables. For additional data see IBRD, '"Economic Situation and
Prospects of India," May 1, 1980.

According to the 1971 census, the percentage of the labor force in
agriculture was 72.1 percent in 1971, or exactly the same as 1951; employment
in "other than househcld industry’ manufacturing was 6 percent in 1971

as compared with 9 percent in 1951. See CMIE "Basic Statistics Relation

to the Indian Economy; Volume 1, All India" October 1980.

Ibid., Table 8.13

CMIE, "Basic Statistics..." Table 8.13. Wage rates are unlikely to be a major
obstacle to more rapid and more labor-intensive industrial growth. Although
minimum wage legislation and union pressure have been successful, in

pushing wage rates up in the organized sector ( particularly in public sector
enterprises), the unorganized sector has not been affected; the unorganized
sector accounts for 90 percent of all employment, including virtually all
rural employment.

Susanka K., Ray, Ralph W, Cummings, Jr. and Robert Herdt, Policy Plauning for
Agricultural Development (New Delhi: Tata-McGraw Hill, 1979), p.22.

GOI Ministry of Rural Recomstruction, Annual Report 1979-80.

CMIE, "Basic Statistics.., Volume 1; All India" and Reserve Bank of India,
Statistical Statements Relating to the Cooperative Movement in India
(1976-77, Part 1).
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25/ See USAID/India, "Fertilizer Promotion Project,” Project Paper, July 1979,

26/ For further background on rural employment in India and a discussion of some
of these programs, see Peter Thormann and M.C., Gupta, "Employment im India:
An Overview with Special Emphasis on Off-Farm Employment," USAID/India.

27/ See USAID/India, "Energy Environment and Forestry - India," prepared for the
Agia Bureau Conference on Energy Environment and Forestry, Manila, 1983
November 12-16, 1979,

Annex: GOI Commitment to Equitable Development

1/ Myron Weiner, "Political Evolution ~ Party Bureaucracy and Institutions”
in India: A Rising Middle Power, ed. John Mallsr (Boulder: Westview Press,
1979) p. 15.

2/ Samuel Eldersveld and Bashiruddin Ahmed, Citizens and Politics (Chicago:
The University of Chicago Press, 1978p.195, A seven country comparison of
participation and political equality found a close similarity between the U.S.
and India insofar as the relation between relative socio-economic status
and political participation was concerned. Sidney Verba, Nie, Kim,
Participation and Political Equality {(Cambridge, England: Cambridge University
Press), pp 63-65.

3/ Ibid., pp 195

4/ Marcus Franda, Small is Politics (New Delhi: Wiley Eastern Limited, 1979).
While Dr. Franda points out that the transition of power to the most
disadvantaged has been very slow, these are the major groups through which
such a change 1s taking place.

5/ Yogendra Singh, "The Changing Pattern of Social Stratification in India",

in Dimensions of Social Change, eds. M.N. Srinivas, et. al., (New Delhi:
~ Allied Publishers Private Limited, 1978). See also Andre Beteille, Caste,

Class and Power, (Bombay: Oxford University Press, 1966); Beteille, Castes:
0ld and New (New Delhi: Asia Publishing House, 196%9); Rajnil Kothari, ed.
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See also, Inder P. Niihawan, "Soclo-political Institutioms, Cultural
Values and Attitudes” in India's Economic Problems, ed. J.S, Uppal (New Delhi:
Tata McGraw Hi1l),,1978, pp. 67-88,

7/ Susanne and Lloyd Rudelph, "The Centrist Future of Indian Politics", Asisn
Survey, (June 1980), pp. 588-592.

8/ Francine Frankel, India's Political Economy, 1947-77, (Princeton: Princeton
University Press, 1978), pp. 203; John Montero, Corruption, (Bombay, 1966),
pp. 386. :

9/ Partap C. Aggarwal, "Green Revolution and Employment in Ludhiana, Punjab,
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For evidence on input use by farm size, see Inderjit Singh, "Small
Farmers and the landless in South Asia," World Bank Staff Working
Paper No. 320, February 1979.

Cited by Raj Krishna, "The Economic Development of India," Scientific
American, September 1980, p. 178,

According to Raj Krishna, "After a long period of trial and error India
today has the knowledge and the field experience acquired in about half
a dozen successful approaches to the reduction of rural poverty and
unemployment on a substantial scale. "(ibid).

FY 1982 CDSS, p.4 and note 79. See also the discussion of the individual
programs in Raj Krishna, op. cit.

Figures are from the Reserve Bank of India, Bulletin, various issues.

Roger Grawe,'Human Development in South Asia," in"Poverty and the
Development of Human Resources" World Bank Staff Working Paper No. 406,
July 1980, pp. 108-112, See also the FY 1982 CDSS, pp. 9-10 and tables 3 and9.

For useful background discussions, see FY 1982 CDSS, pp. 8-%, GOI, Draft
Sixth Five Year Plan 1978-83 (Revised). Chapter 27 and R.H. Cassen,

India: Population Econcmy Society (New York: Holmes and Meler Publishers Inc.,
1978), Chapter 3; the "Model Plan" is analyzed in USAID/India "Integrated
Rural Health and Population Project" Project Paper, August 1980.

Cagsen, op. cit., p. 200

There is a good deal of controversy surronnding these estimates. For

a brief review of some of the slternative estimates, see USAID/India,
"Agricultural Progress in AID-assisted countries" (New Delhi 11633, dated
June 11, 1980).

For a breif review of the status of the programs, see GOI, Draft Sixth
Five Year Plan 1978-83 (Revised), Chapter 29

For additional details, see the FY 1982 CDSS, pp. 6-7 and the excellent
recent review of population and family planning which appears as an
appendix in IBRD, "Economic Situation and Prospects of India", May/1980.
For additional background see Cassen, op. cit. Chapter 2.

ibid., p. 116 and 130
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BALANCE OF PAYMENTS

Merchandise Exports Y (fob)

Merchandise Imports i/ (cif)

of which:

Foodgrains

Fertilizer

POL

Edible Oils

Others

Contingency

Trade Balance

Net Invisible Receipts
Current Account Balance
Net Ald Disbursements Ej
of which

Gross Aid Disbursements 3/

Principal Repayments
Use of IMF Credit (net)
Errors and Omissions
Use of Reserves (-~ increase)
Reserve Levels (end of year)

Months of Imports covered 3/

Table 1

1977/78 1978/79 1979/80 1980/81 1981/82 1982/83
(Actuals) (Estimates) (Projections)

6,315 6,978 7,700 9,000 10,400 12,000
-7,188 -8,519 -10,900  -15,300 -15,425 -17,650
(-121)  (*144) ) ) ) (-)

(-441)  (-597) (-770)  (-1,000) (-1,075) (~1,400)
(-1,811) (-2,043) (-4,150) (-7,300) (-5,900) (~6,600)
(~829)  (-649) (~800) (-800)  (-850) (-1,000)
(-3,986) (-5,086) (-5,180) (-6,200) (~7,000) (-7,950)
{(~600)  (-700)
-873  -1,541 -3,200 -6,300 -5,025 -5,650
1,680 2,041 2,450 2,500 2,400 2,400
807 500 ~750 -3,800 -2,625 ~3,250
983 993 1,158 1,520 1,775 2,030
(1,628) (1,695) (1,845) (2,250) (2,550) (2,850)
(-645y  (-702) (-687) (-730)  (~775)  (-820)
~330 -158 - 1,000 - -
616 199 -208 880 -447 -300
~2,076  -1,534 -200 400 1,297 1,520
5,823 7,357 7,557 7,157 5,860 4,340
(8.9) (9.1) (6.9) (5.6) (4.3) (2.8)

1/ Rupee trade figures were converted into dollars by using period average IMF market

rates (rupees per US dollar): 8.563 for 1977-78, 8,206 for 1978-79, 8.076 for

1979-80 (all actuals) and estimated 8.00 for subsequent years.,

2/ Based on the assumption that aid commitments will remain constant in real terms

at their 1978-79 level.

3/ Calculated by dividing the end-of-year reserve level by average of that and the

next year's level of impo

rts,
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Table 2
OTHER DONOR ASSISTANCE: SUMMARY OF 1979-80 FLOWS
AND 1980-81 COMMITMENTS
($ million)
New Aid

Western Gross Disburse-~ Net Transfer Aid Pipeline Commitments
Countries ments 1979-80 1979-80 March 31, 1980 1980-81
Austria 0.5 -3.4 9.6 9.5
Belgium 5.6 : 3.8 22,2 11.9
Canada 38.9 24,8 4.2 38.5
Denmark 18.4 16.6 30.6 2.3
EEC 101.9 101.9 25.8 111.3
France 44,7 -6.4 92.9 -
Germany 149.7 ' -9.4 423.6 197.2
Italy - -3.4 - -
Japan B82.3 ~20.4 36.1 11.1
Netherlands 94.7 74.8 144.2 81,7
Norway 22.9 22.9 26,0 21.0
Sweden 57.9 57.9 | . 34.3 68.0
Switzerland 20.7 15.9 15.6 24,1
U.K. _ 239.9 172.4 571.7 345.5
U.s. 168.1 b7 124.0 232:1

Sub-total 1,046.2 452,7 1,560.8 1,154.2
IBRD/IDA . 693.3 321.7 3,785.1 -1,059.0

Sub-total - 1,739.5 974.4 5,345.9 2,213.2
East European

Countries 44.9 -32.5 557.9 al

OPEC Countries .. 86.2 :gg;g __471.4 ___37.3

Total 1,870.6 918.6 6,375.2 2,250.5

a/ Not available

Source: IBRD, "Economic Situation and Prospects of India" May 1, 1980,
Tables 4.2 (b) and 4.3 (b), and IBRD report on Consortium Meeting.
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