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the trade gap which is increasing day by
day ?

MR. DEPUTY SPEAKER: Hc¢ has
given all the details.
SHRI SHIVRAJ V. PATIL : Sir, it is

a very important question and su. 1 shall
try to answer him a little elaborately. The
trade gap is not increasing but it has de-
creased. Tt has come down. The impo:ts
have gone up but the trade gaps have been
reduced. So, that fact has to be borne in
mind. There are so many steps which
have been taken by this Government (0 see
that the exports go up and imports are re-
duced.

It would not be necessary for me to enu-
merate the steps which are taken becausc.
when the discussion on the Demands for
Grants of the Commerce Ministry (0ook
place on the floor of the House, they werc
all enumerated one after the other and, if
anybody wants to know as to what is ac-
tually being done by the Government, he
would be able to see there as to what is
being done. So. this is not the question
put here. We are all serious. The pro-
duction has gone up. If we are not serious,
the production would not have gone up.
Simply by saying that we are serious, the
problem is not solved or simply by asking
me to-be serious, the problem is not sol-
véd.  We are at the heart of the problem
and we are trying to solve it. The House
can remain assured that all that is neces-
sary is being done and will be done.

MR. DEPUTY SPEAKER : Next Ques-
tion by Shri Bapusaheb Parulekar,

SHRI A. K. ROY : rose.

MR. DEPUTY SPEAKER : No, please.
For these two questions, we have taken 34
minutes. Next Question by Shri Parule-
kar,

WORLD BANK BORROWING AND LENDING
Poricy vorR DEVELOPING COUNTRIES

*309. SHRT BAPUSAHEB PARULE-
KAR :
PROF. MADHU DANDAVATE :
Will the Minister of FINANCE be pleas-
ed to state :

(a) whether the World Bank has recent-
ly made drastic changes in its borrowings

SRAVANA 8, 1904 (SAKA)

Oral Answers 14

and lending the developing

countries;

money 10

(b) if so, what is the likely impact on
the loans India has obtained from the IMF/
World Bank:

(¢c) how much burden in respect of in-
terest will increase; and

(d) the details thereof ?

THE MINISTER OF FINANCE (SHRI
PRANAB MUKHERIJEE) : (a) to (d) A
Statement is laid on the Table of the
House.

STATEMENT

The Executive Directors of the Inter-
national  Bank for Reconstruction and
Development (IBRD) have approved, with
effect from July 1982, a policy which per-
mits it to borrow funds from the inter-
national  capital markets through short
term variable interest rate borrowing ins-
truments. It is understood that priority
would continue to be given to its tradi-
tional medium and long term borrowing
practices.

A change in the landing rate policy has
also been approved by which the lending
rate will, in respect of all loans approved
from July 1982, be a spread over the total
weighted cost of a pool of  borrowings
starting is fiscal year 1982, The rate will
be adjusted every six months.

The terms and conditions for drawal
from the various facilities of the Interna-
tional Monetary Fund (IMF) are in no
way linked, with those of the World Bank.
Therefore, the above changes will have no
effect upon the extended arrangement with
the IMF. So far as the loans from the
World Bank are concerned, it is not pos-
sible at this stage to quantify the impact of
these changes on our debt service liabili-
ties as the interest rate will vary every six
months over the entire life of a loan.

SHR1 BAPUSAHEB PARULEKAR:
Mr. Deputy-Speaker, Sir, let the hon. Minis-
ter tell and explain to the august House
that if the interest rates in the capital
markets remain high as they are to-day,
the World Bank's decision to switch over
to the variable rate of interest can impose
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a heavier burden on India because it is
being gradually eased out of its present
position in LD.A. borrowing and, if so,
this will completely upset our debt
scheduling and budgeting.

SHRI PRANAB MUKHERIJEE : So,
from the position as it stands to-day, we
can say that we need not overreact

un-
necessarily, but when you find that the
flow from the concessional window like
IDA is reduced and, if you were to

depend on IDRD, naturally, the difference
of rate of interest would affect it. 1 shall
give just one instance. In 1981 our share

from IDA was 1300 million and from
IBRD it was just 430 million. Therefore
1300 million could be got at a nominal

service charge of 0.7% and 430 million

at the interest rate of 11.6%: but just
within one year the picture changed.
In the year 1982, our flow from the

IDA was reduced from 1300 million to
900 million. On the other hand. from
IBRD, from 430 million, it has increased
to 1200 million. That is, 1.2 billion
dollars. Therefore, we shall have to be
careful. But, as T indicated in the state-
ment, as it is today. up to the vyear
1981,—1 mean not the calender vear, but
the financial year of the Bank.—our share
was more than 80% from . the ‘conces-
sional window' and 20% from IBRD.

Therefore, my reaction to the question
would be this : We shall have to be
extremely careful in choosing the projects
which we can pose before the Bank and
to implement those projects, so that we
are in a position to pay back and meet
our debt obligations, so that the debts
do not become heavy on our part.

MR. DEPUTY SPEAKER : Mr. Paru-
lekar, please put your second supplemen-
tary.

SHRT BAPUSAHEB PARULEKAR
My second supplementary is this May
I know whether this new policy has been
approved unanimously by the World Bank
Executive, which is composed of directors
representing both the borrowing and the
lending country members ? May T know
whether anv misgivings were expressed
by any Board Member while changing
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u
this policy ? If so, what were those mis-

givings ?

Secondly, may I know whether the post-
disbursement period of the borrowing
loans would stick with the old fixed rate
system or would be governed by the new
rates ?

SHRI PRANAB MUKHERIJEE : So.
far as the Board's commitments are con-
cerned, it is known that it was fixed at
the time of the commencement of the

loan. So we are paying it at that rate oi
interest. And the rate came from st
September. that is, 11.6 per cent.—the
date is Ist September, 1981. Now, in

regard to differences of opinion at the
Board meetings, perhaps, it would not be
fair for me to go into them,—while
certainly we have get our representation
and we are also there,—whcther there is
any misgiving or anything like that; but
one point I can share with the Housc
and that is, we tried to impress upon not
merely the TBRD but all multilateral
agencies that they have, apart from
commercial viability, also to take care of
their promotional and developmental role.
Today the Banks have difficulties. There
is no doubt. TIf you just look at the
Borrowing Profile of TBRD vyou will find
that in 1978 it was 3.63 billion dollars.
Tn 1982 it is going to be 8.2 billion
Dollars. Therefore their commitment is
also increasing. If they were to expand
their commitment naturally they have to
depend more and more on capital market
And the situation of the capital market
as it is today is that we cannot simpl
confine the operation to one capital
market. but we will have to diversify the
market as money is required to meet
various commitments. And if they borrow
money at a higher rate of interest, you
cannot expect them to lend you monev
at much lower rate of interest.  There
should be a balance. But, at the same
time. we do not expect that TBRD should

merely be a commercial bank. Tt has
got a promotional and a developmental
role to plav. And that aspect of the

Bank’s role should not be lost sight of.

PROF. MADHU DANDVATE : Sir.
firstly, T must say that there is some
solace in the reply given by the hon.
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Min'ster because all Lhe fears that we had
about the ILM.F. had been, I think, com-
pletely allayed. He had specifically stated
that the terms and conditions for the
drawal from the various facilities of the
International Monetary Fund are in  no
way linked with those of the World Bank
and therefore, the above changes will
have no effect upon the extended arrange-
ment with the I.M.F. [ think there is
some relief that this burden will not
increase. But then I am not satisfied
about the reply that the hon. Minister
has given to one of the questions that
my hon. colleague Shri  Parulekar has
already posed, and that is regarding the

new decision of the International Bank
of Reconstruction and Development
announcing a new  policy.  Will it not

completely upset the debt-scheduling and
also the budgeting ? 1 would spell out
my question. For instance, if we had

taken a loan for 20 years for a particular
proiect  and we find that the loan
imbursement for the loan money and also
the project are completed in five years.
Then for the rest of the 15 years, we will
hav: to meet the repayment, not on the
basis of the earlier agreed rate, that is
the fixed rate, but on the basis of a new

rate that will be coming up alter every
six months and as a result of that, will
not such projects cost more than what
we had actually expected earlier 7 Now,
how will it be possible for you to have
further talks with the Bank and try to
sce that such difficulties are completelv
obvinted

SHRI PRANAB MUKHERIJEE As |

explained in reply to the earlier question,
firstlv you wil lhave to take the Bank’s
financial year, that is, 1981. Upto that.
I projected the figure that our share from
IBRD is not of a very high order. T
gave the figure also. Tt is 1300 million
from 1DA and 430 million from TBRD—
80¢% from the concessional window of
IDA and 20% from the IBRD. Now.
what would be the actual impact just at
this moment? T indicated to the hon.
Member in reply to his earlier gnestion
that it is 11.6% from the Ist of Septem-
ber. So far as the old commitments are
concerned. that is, the commencement of
the loan. the terms are determined at
that point of time. But when we arc
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going and posing the new projects before
the IBRD, we shall have to take note of
the fact of the variable interest rates,
whuat would be the repercussion on it
because at the interval of six months,
there would be the variation. So., before
projecting the projects, we must be care-
ful so that our projects are absolutely
viable and on sound economic basis which
would enable us to meet the day-to-day
obligations.

SHRI M. RAM GOPAL REDDY
Sir, a lot of foreign exchange reserve
was wasted from 1977 to 1980. Of
course, therc was a need for taking loan
from outside countries. Now_, [ want to
know from the hon. Minister by what
time he will make this country self-suffi-

cient so that we may not depend upon
any foreign country.
MR. DEPUTY-SPEAKER : He must

be a very good astrologer.

SHRI M. RAM GOPAL REDDY

No, Sir, the hon. Minister is ready to
reply to*my question.
SHRI PRANAB MUKHERIJEE Just

now, my colleague, the Commerce Minis-
ter, indicated the trade gap which is in
the neighbourhood of 5700 and odd
crores of rupees and it is known that it
is mainly because practically 65% of our
export earning is being spent on import-
ing petroleum products. fertilizers, non-
ferrous metal. etc. The hon. Members
know that our petroleum import is not
of a very high order in absolute terms
Tt is about 14 to 15 million tonnes per
year. More or less we are keeping it at
the same Jlevel. We are meeting our
market demands by increasing our domes-
tic production. Keeping in mind the need
of the economy. we shall try to reduce
our dependence on imports, try to narrow
down the gap which exists between
import and export and the whole exercise
which my distinguished colleague made
was only to overcome the temporary
crisis which we are facing. So far as the
balance commitment is concerned, the
entire exercise of IM.F. was made
because otherwise we did not have any-
thing left in foreign exchange, even to
enable us to import the bare necessity.
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So, this is our effort. But 1 am afraid
that is is not possiblc for me to indicate
by what time we will be able to do away
completely our dependcnce on  foreign
exchange.

SHRI NIREN GHOSH : Since the new
World Bank President, Mr. Clausen took
over, he has been weilding a big stick
over the Third World developing coun-
tries, has been lecturing and hecloring
them.

PROF. MADHU DANDAVATE
stick, not lipstick.

Big

SHRI M. RAM GORAL REDDY

CPM is afraid of stick.

SHRI NIREN GHOSH : Not only that,
the USA has cut down its allocation.
This is precisely the reason that they are
resorting to market borrowings at a higher
rate. It is not their purpose that thc
entire Third World economy be further
thrown open to the international multi-
nationals at a higher charge ? Does not
the Minister know that whatever is
pumped in the Third World in terms of
billions. far more billions go out becausc
of unequal trade, foreign c¢xchange strain
etc. 7 That is why., North-South dialogue
is coming no where. Should not the
Government  of  India  and the entire
Third World take up this matter of the
World Bank weilding a big stick 2 If the
Third World countries have to pay
interest at a higher rate, they will have to
take more loans in order to pay back the
interest. That will be the position. Ir
view of this. would the Third World and
the Government of India make efforts to
take up the matter with the World Bank in
a united way? Should not the Prime
Minister who is now visiting United States
take up this matter with them?  They
are dominating this and creating a crisis
for the Third World countries.

SHRI PRANAB MUKHERIEE : The

only question which T could figure out
from the observations of the hon. Mem-

ber is whether India is going to take
some initiative in regard to the avail-
ability of money from the concessional

window. In fact, T can inform the hon.
Members—they are obviously aware of
it—it is mainly because of India’s initia-
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New Delhi consultations
The Prime Minister took it
up with the British Prime Minister and
certain other statesmen like the French
President and the lapanese Prime Minis-
ter, that even if becausc of certain
reasons best known to them, the United
States reduced their contribution to TDA,
there is no reason why other donor coun-
tries should resort to proportionate reduc-
tion towards IDA. And in response to
that—the initiative was taken by the
Prime Minister, the British Prime Minis-
ter agreed to restore the cut and (o
come back to their original commitment,
which they made, and the response from
certain other donor countries was 4,0
favourable. Therefore, some more money
would be availab'e so far as IDA 1s con-
cerned.

tive that the
took place.

As a developing country, we are 00l
merely concerned with our own interest we
arc concerned with the interest of other
countries, and this is the point we are frv-
ing to emphasise on all international
forums that the role of the multi-la’zral
agencies—in reply to Shri Parulekar’s sup-
plementary | that—should not be
viewed merely from commercial angle. but
their promotional and developmental anzles
should not be lost sight of.  And this s
the point which we are trying fo impress
upon others to the maximum ability of
ours.

said

ot T famre orveE o ITTETE WETET,
A9 BWTY WA AgEm AT W AT, A
vzt 7 agA afgar s femr o fFoSw
FAT TH ZW A AT T 9 Al IH AEA HTH
7=t fa% 300 FAE ww owv faEer &4
AT AL AT FTET  1R,000 FIE TH AT
mr 21 (smEe)

| Um AT geRd i 6 Aed aq
g

it vrm faas T wEw faEw oA o
Fq V@ § AW zal TWgl T WY
A9 TET £ | AUF W4 TH AW A AT V@ 4
Al W9E TEANEE wE O HATEEm 502
I BT AT A1 47 A osmar faEen 4
FWFT (18,000 FIZT BGF F OTAT B )
5,000 FIT1Z WA FT T2 7A0FA ATAZIT BT FT
FAT A4T 21 307 7 fafass 1 F1 40,000
HENY F4T K KA ET AYT & ) AW i gfe
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% WIEET ST AT RIS | AT GIEIT AU
for oo a% faoelr &9 % a9 & ®9 ®
I feaAr W AW 27§ aw aw
qrEATER T fr ag Fwt wEwr s wfaen
§ THI VAT 8 ARAT AT AOAT |

SHRI PRANAB MUKHERIEE : Sir.
there is no relevance to the anology about
what happened when the Britishers left
and what is the situation today, because,
after all, we have built up a huge indus-
trial base in this country over the period
of these years. That contribution is also
there. These are the facts and vou can-
not ignore them.

A< I mentioned on earlier occasion—not
merely during the present Question Hour
—that as on today our debt servicing is not
posing a serious problem, but a time has
come when we shall have to be extremely
careful while exposing ourselves to ex-
ternal borrowing. We must be extremely
selective and choosy in regard to the pro-
jects and speedy implementation thereof,
so that it does not pose a serious problem.

Sir. 1 cannot reply to the debt service
which we are having in respect of the
entire amount, but so far as the IBRD is
concerned—I anticipated in the Supplemen-
taries a question may come up. that is why
I have this figure—the repayment of prin-
cipal to 1BRD in 1981-82 was Rs. 23.38
crores and in 1982-83 it is Rs.  30.56
So far as the interest is concerned.

Crores.
it was Rs. 36.19 crores in 1981-82 and
Rs. 55.61 crores in 1982-83.

DISTRESS SALE OF TEA ESTATES IN KERALA

‘311. SHRT K. RAMAMURTHY :
Will the Minister of COMMERCE be
pleased to state :

tir) the reasons for the “panic sale” of
scveral tea estates in Kerala by the multi-
national owner-companies; and

(b) the steps being taken to avert such
distress sale of tea estates ?

THE MINISTER OF STATE OF THE
MINISTRY OF COMMERCE (SHRI

SHIVRAJ V. PATIL) : (a) and (b) Govt.

have no information regarding “panic sald”
of tea estates in Kerala.
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MR. DEPUTY-SPEAKER : From
seriousness it has come to panic.
SHRT K. RAMAMURTHY : Sir, [

never expected such a policy of conserva-
tism the Hon. Minister will practise while
replying to my question.

In the previous question the Minister
has replied that due to financial difficulties
the tca industry is facing some crisis or
the other. Now, the Shoure Committee
has submitted its report. They have re-
commended that the financing by the
broker firms should be curbed. At the
same time they have not suggested any
alternative financial assistance to this tea
industry. The Banks are also practising the
credit squeeze. Apart from that, due to
the international unfavourable situation
which the tea industry is facing, there is
another vital point that should be taken
care of. So far, we have not even clinched
our export quota in the meetings held in
Ganeva under the auspices of the UNC-
TAD, which was chaired by U.K, and our
country, Kenya and Ceylon also partici-
pated. Not only that, we have not also
been able to clinch an international fair
price for tea,

In this connection T would like to ask
the Hon. Minister whether it is not a fact
that some of the tea industries. particularly
those in the South, are facing some sort of
recession ? The Hon. Minister may com-
ment over my question that it is not a
panic sale, but it is a fact that they are
selling it. 1In view of this, [ would ask
the Hon. Minister if he would form a tea
corporation like the NTC and take-over
sick tea units in the South ?

SHRI SHIVRAJ V. PATIL : 1 answer-
cd very claborately about the financial
assistance given to tea industry. [ do not

know whether the panic is in the industry,
or somewhere else.

As far as the export of tea is concerned,
in terms of volume it has gone up; and in
terms of value, it has come down because
the unit value of tea has come down in
the world market.

Hon. Member wanted to know as to
what is being donc in respect of the quota
which is to be exported by different coun-
tries. Meetings were held in TIndia and





