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V1. Balance of Payments

32. The following table gives the balance of payments data for the first
four years of the Second Plan and for the first half of 1960-61:

India’s Balance of Payments
1956-57 to 1959-60 and for April-September, 1960

(Rupees crores)
'1959-60* 1960-61%
1956-57 1957-58  1958-59——- -

April-  October- Total April-

September March September

1 Importsc.if. 1099°§ iz33~6 1029°6  473°1 450+6  923-7 5387

(a) Private 811'9 6962 504-8 257-8 249°s 507°3 287-§

(b) Government 287:6 $37+4 524°8 215°3 201 416°4 251-2

2 Exports f.o.b. . 6352  594-1** 575-9 285-8 337°s  623°3 299°3

3 Trade Balance —464°3 —639°5 —453*7 —187°3 —II13°1 —300'4 —239°4
"4 Non monetary gold

_ movement .. .. .. . 59 59

s Official Donatione . 395 341 34'4 21°0 146 356 26-8

6 Other Invisibies (net) 112-5 104°0 917 37°9 40°2 78~; 34°8
7 Current Account

\net) —312-3 —501-4 —327'6 —I128-4 —%2+4 —180°8 —177°8

8 Errors and Omissions 1-6 —9-8 —21'7 ~I0'7 —~10°§ ~—2I'2 —14-4

9 Official loans . 307 II5°1 218:6 84-0 101-§ 1855 118-3

10 Drawings on IMF (net) 547 34§ . —24'0 —24'0 —I0°S§
1x Other capital transac-~

tions (net) 40 I101-7 88:4 28-0 —3°6 24°4 20°4
12 Draft on foreign

exchange rcscrvest 2213 2599 423 27°1 —11°0% 16-1 55°0

*Prehiminary

**Excludes silver desp;tchcd to USA

{4Variations in reserves include not only movements in the foreign assets of RBI but alse
in Government talances held abroad.

$The minus indicates an addition to reserves.
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The relative improvement in the balance of payments seen in 1958-59 was:
continued in 1959-60, when there was only a small decline of Rs. 16-1
crores in the foreign exchange reserves. In fact but for the purchase of
gold of Rs. 18 crores for the payment of additional subscription to the
LM.F,, and the repurchase of a part of the rupees held by that institution:
(Rs. 24 crores), there would have been an increase in foreign exchange:
reserves. The improvement in 1959-60 was mainly the result of reduced:
imports (Rs. 106 crores) accompanied by a sizeable increase in exports
(Rs. 47 crores). While official donations remained more or less the same,
other net invisibles declined by Rs. 14 crores, partly because of larger
payments on investment account. Official loans were lower by Rs. 33.
crores and net receipts from other capital {ransactions by Rs. 64 crores.

33. During the first half of 1960-61 the trade deficit at Rs. 239-4 crores:
was about Rs. 52 crores larger than in the corresponding period of 1959-60.
Imports in the first half of 1960-61 amounted to Rs. 538-7 crores as com-
pared to Rs. 4731 crores over the first half of 1959-60. There was, how=~
ever, a small increase in exports of Rs. 13-5 crores. Official donations were
larger by Rs. 5-8 crores and-there was a significant increase of Rs. 34-3
crores in receipts from official loans, largely on account of rupee loans
made from P.L. 480 funds, which were correspondingly offset under “other
capital transactions”. The fall in foreign exchange reserves during the
period was larger than in the corresponding period of 1959-60.

34. Private imports in 1959-60 were at about the same level as in the
previous year. This was because of continued restrictions .on imports,.
larger domestic production of some of the imported items and the com- -
pletion of some of the expansion programmes in the private sector.
Goveéernment imports showed a sharp decline of Rs. 108 crores because
of a fall in imports of equipment as well as capital goods of various types.
This fall reflects the fact that the bulk of the imported equipment for the
public sector steel plants had by this time been obtained.

35. For the first half of 1960-61 both Government and private imports:
show an increase. Private imports showed an increase of Rs. 29-7 crores
to-which higher imports of raw cotton and metals contributed significantly..
The following table gives the details of Government imports since 1955-56..

Imports on Government Account

! . (Rs. crores-

1939-60 1960-61
Istbalf 2nd half Total 1st half

| 1955-56 1956-57 1957-58 1958-59

1. Foodgrains . . 28-9 107-6 1653 151-7 827 72‘s  158°2 II4°I

2 . Capital equipment for
Government projects 30°3 52+5 104'7 142°6 £5-7 42°5 98-2 46-8

3 Ironand Steel . 12T IS'T  49'7 432 8-0 7°7 157 10°7
4 Reilway stores » 227 333 503 5I'5. 74 9°6 170 14°0
5§ Communication stores 13-4 25-8 303 118 7 10°§ 17:6 0°X
6 Others . . . 315 533 1372 - I24-0 54-4 58-3 112°7 56-6

TorAL  138'9 2876 537°4 524°8 215°3 20I°I 416-4  251-3




‘The increase in Government imports in the first half of the current yeat,
it will be seen, is mainly in respect of foodgrains (Rs. 31 crores). Import
-of capital equipment for Government projects amounted to Rs. 47 crores
as compared to Rs. 56 crores in the first half of 1959-60 and Rs. 77 crores
in the first half of 1958-59.

36. The following table gives a category-wise break-up of total imports
from 1958-59 to 1960-61 (first half):

Category-wise Break-up of Imports (Private and Government)

(Rs. crores)

1959-60* 1960-61% Total
1958-59 18t half
1st half 2nd half Total 1stQr. 2ndQr.

-A. Non-developmental 386-3 180-% 168- ¢ 3489 §4 {28 ¢ 831 2302:2

Food . v 15147 82-7 725 155°2 753 389 ri4°1
Other consumer ’

goods . 63-9 288 367 65-5 17°5 16:4 339
Others . . 1707 69-0 §9-2 1282 26-4 27-8 543

‘B. Raw Materiagls . 121°S 89-1 79:2 1683 313 549 1085
-of which

Mineral oils - 1'% 484 341 82§ 216 137 347
Raw cotton . 251 195 ¥7°9 37°% 14°5 24°4 389

C. Intermediate Goods. 1683 642 652 1297 43°4 420 854
of which : ’

Iron & Steel . 84-8 236 235 471 18+9 19°2 38-1
Private . 416 15°6 158 314 138 13°6 27-4
.Government 43°2 8-0 7°7 15°7 51 56 10°7

D. Capital Goods -  353'5 139°1 1377 276-8 744 70'5  144-9

Private . . I417 654 69-1 134§ 382 361 74°3

Government . 211°8 737 686 1423 362 344 466

ToTAL 1020°6  473°1 4506 9237 2882 2505 5387

*Preliminary

It will be seen that in the non-developmental group, the reduction in
imports in 1959-60 was mainly under the category ‘others’. The major part
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of the decrease of Rs. 42 crores reflected reduced repatriation of Indian:
¢urrency notes, chiefly from the Persian Gulf area. /

37. The other groups showing a decline were intermediate goods.
(Rs. 39 crores) and capital goods (Rs. 77 crores). A sharp reduction in the
import of iron and steel was the main reason for the smaller imports
of intermediate goods. The larger domestic output of steel and the comple-
tion of the investment programme of the iron and steel industry in the
private and public sectors made possible a further reduction in the imports
of iron and steel; there was also some reduction in stocks. The only group
showing an increase in 1959-60 was raw materials, particularly mineral oils
and raw cotton. Mineral oil imports were larger by Rs. 25-3 crores and
those of raw cotton by Rs. 12-3 crores. Despite these increases, the level
of raw material imports in 1959-60 was lower than in 1955-56 and 1956-57.

38. The increase in imports in the first half of 1860-61 was mainly on
account of larger imports of foodgrains, cotton and iron and steel. Food
imports rose from Rs. 82-7 crores in April—September, 1959 to Rs. 114-1
crores in the same period in 1960. Imports of raw cotton were larger b
Rs. 19-4 crores and those of raw jute by Rs. 2-2 crores. - On the other hand,
mineral oil imports in the first half of 1960-61 showed a decrease of
Rs. 137 crores. Imports of iron and steel, and non-ferrous metals recorded
an increase from Rs. 34-7 crores in April—September, 1959 to Rs. 55-8.
crores in the same period in 1960. Part of the increase in these imports
was on account of the growing requirements of engineering industries;
part reflected replenishment of stocks. There was also an increase in the
import of capital goods on private account from Rs. 65-4 erores to Rs. 74-3
crorés which was offset by a small reduction of Rs. 3-1 crores in Govern-
ment imports.

39. Exports during 1959-60 were higher by Rs. 47-4 crores as compared
to the previous year, although there was a decline of Rg. 8-1 crores in the
exports of tea. Exports of hides and skins—raw and tanned—which were-
around Rs. 30 crores each year since 1956-57 rose to. Rs. 453 erores in
1959-60. Exports of cotton manufactures which had declined more or less-
steadily from- Rs. 86-4 crores in 1955-56 to Rs. 625 crores in 1958-59 also
regained much of the lost ground and totalled Rs. 80-3 crores. Similarly,
yvegetable oils which had declined from Rs. 40-1 crores in 1955-56 to
Rs. 9-6 crores in 1958-59 recovered to Rs. 18 crores. On the other hand,
exporis of raw cotton and manganese ore were smaller because of lower
output in the case of cotton and increased competition in the world markets
in the case of manganese ore. .

40, During the first half of 1960-61 exports showed an increase of
Rs. 13-5 crores over the corresponding period in 1959-60. Jute manufac-
tures accounted for most of the increase in export earnings, mainly as a
result of higher prices. Exports in the second half of the year are likely
to be higher as usual because of the seasonal factor but indications are that
total exports in 1960-61 will not show a very marked trise over the level
in 1959-60.

41. Over the first 4} years of the Second Plan, the tota] imports amount-
ed to Rs. 4,825 crores of which Rs. 2,808 crores were on private account.
Exports during the period amounted to Rs. 2,728 crores and the trade
balance was negative to the extent of Rs. 2,007 crores. As against this,
there were receipts totalling Rs. 421 crores on account of invisibles other-
than ‘official donations’. The gap of Rs. 1,676 crores thus left was financed
by Rs. 170 crores of ‘official donations’, Rs. 668 crores of loans from abroad,
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Rs. 55 crores of net drawings on the LM.F., and a decline in foreign ex
«change reserves of Rs. 595 crores. There were also net receipts of Rs. 248

<rores under the category, ‘other capital transactions’, which included,
inter alia, assistance received under P.L. 480.



