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I. CAS Data 
Country: INDIA 

I CASYear: FY05 I CAS Period: FY05-08 I 
I CASCR Review Period: FY05-08 I Date of this review: November 24, 2008 I 

2. Executive Summarv 

i. 
Accordingly, this review of the Country Assistance Strategy Completion Report (CASCR) covers Bank- 
related aspects, which are evaluated by IEG-WB, and IFC-related aspects, reviewed by IEG-IFC and 
included as Attachment 1. 

The FY05-08 India Country Assistance Strategy (CAS) was a joint strategy by the Bank and IFC. 

ii. The FY05 CAS signaled a major shift in Bank strategy in India. The new strategy combined 
expanded support for the lagging states with increasing leverage for federal programs designed to enhance 
infrastructure and persuade state governments to improve service delivery. It is clear from the CASCR that 
this shift was only very partially implemented during the review period. In IEG’s view, while there was on 
average moderate progress on achieving the CAS outcomes, this in large part reflects a cohort of Bank 
projects with satisfactory or moderately satisfactory outcomes and the high quality of ESW undertaken. It 
does not reflect the coherence of the program in implementing a shift toward an expanded poverty focus 
through support for India’s lagging states. In particular the program did not follow through on some of the 
CAS’S own stated principles. There was inadequate selectivity-the CAS included about 90 projects or 
project ideas, of which about 60 percent were actually started and less than a third were approved during 
the CAS period; the Bank‘s knowledge services, while of high quality, appear to have lacked coherence 
with the Bank program and made little direct contribution to outcomes, with the exception of the work done 
in association with State DPLs and in the area of enhanced competition, where the ICA and DBls had a 
significant impact; finally the focus on outcomes fell notably short - outcomes largely reflected the 
programs on the ground and there is little evidence of re-shaping them to increase the focus on the lagging 
states. 

iii. In rating the outcome of the Bank program, IEG essentially builds up an aggregate rating from the 
individual pillars. The outcomes against the milestones specified for the pillars tend to dominate concerns 
about the strategy or the program design. This is understandable since even the best strategy has no 
value if there are not concrete results and outcomes. In the Indian case, the outcomes represent important 
and positive achievements. In order to be consistent with ratings of other countries, the India program is 
therefore rated moderately satisfactofy, but with the caveat that the specified outcomes and milestones do 
not adequately reflect the changes in the CAS strategy and that the program was not coherently designed 
and implemented to achieve the strategy. 

3. CASCR Summary 
Overview of CAS Relevance: 

1. 
level of the State Governments. The essence of the strategy was to identify a group of willing reformers i.e. 
State Governments that had indicated their intention to reduce fiscal deficits and improve the quality of their 
public expenditures, including increasing the allocations for development and social programs, and provide 
these ’focus states’ with a package of development policy loans (DPLs), technical assistance and analytic 

In the late 1990s the Bank adopted a strategy in India that focused on supporting reform at the 
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work, and investment loans for infrastructure and the social sectors. Three states, Andhra Pradesh, 
Karnataka and Uttar Pradesh were selected as the initial batch of focus states. The hope was that other 
states, particularly some of the lagging ones, would be persuaded by successful outcomes in these focus 
states to join the program. Reduction of fiscal deficits at the state level was high on the list of priorities of 
the Federal Government, which agreed, for the first time, to the Bank providing DPLs to State 
Governments. 

2. 
original focus states had not followed through on their intentions to reform, and, except for Tamil Nadu 
(not one of the lagging states) no other states had been persuaded to adopt reformist policies in order 
to secure Bank support. In effect the strategy was taking the Bank out of play on poverty issues by 
closing off its presence and dialogue in some of the poorest states that were critical for achievement of 
the MDGs. The FY05 CAS was written against this background. It advocated a major shift in the 
strategy to allow the Bank to engage more broadly with India’s 12 poorest states. In particular more 
resources were to be devoted to the four poorest states of Bihar, Jharkand, Orissa and Uttar Pradesh, 
regardless of performance. This was to be complemented through greater support at the National 
level. India’s central government was increasingly making use of federally sponsored programs with 
earmarked funding to promote objectives at the State level, and these were seen as suitable vehicles 
for Bank support as well. 

By 2002103 it was becoming clear that the approach had serious limitations. Some of the 

3. During the CAS period India has experienced a spurt of growth at the most rapid rate since its 
independence - nearly 10 percent a year on average. It has emerged as a heavyweight in the global 
economy with a sharp expansion of income and a growing middle class. At the same time agricultural 
growth has remained at a modest 3 percent a year on average and there remains a significant majority 
of poor people who are being reached only gradually through growth in the major urban centers. There 
is a tendency towards the emergence of ‘two 1ndias’-a growing urban middle class and the rural and 
urban poor, relatively untouched by growth. The priority for the Bank has been to help the Indian 
Government find ways of impacting the living standards of the rural and urban poor, through programs 
aimed at community empowerment and through improving the health and education services they 
receive. At the same time the key risk to growth appears to be the shaky state of India’s infrastructure. 
Major investments have improved the transport system, but the power sector is not keeping pace with 
the rapid growth in demand. This provided a rich agenda for the Bank during the CAS period and the 
program designed in 2004 was intended to re-balance the Bank’s efforts by providing a renewed focus 
of its efforts on supporting poverty reduction, while supporting efforts to address the potential growth 
bottlenecks. 

4. 
thoughtful and well crafted response to the rapid evolution of India’s economic situation. 

In this context the Bank strategy enunciated in the FY05 CAS was highly relevant-a 

~~ ~ ~ 

Overview of CAS Implementation: 

5. With such a significant change in strategy, program design and implementation represented a 
major challenge. In a large country such as India, with substantial numbers of projects and AAA under 
preparation and implementation at any one point in time, the scope for radically reshaping the program 
in a very short time is limited. The new projects needed to re-orient the strategy were added to the 
program, but without the kind of culling of the existing program that would have been needed to make 
place for them. Sector teams were unwilling to give up on programs they had invested time and effort 
in, and of course to do so would also have put at risk relationships with counterparts Ministries and 
Agencies that had been carefully built up over time. The CAS put forward a list of 87 projects or 
project ideas of which a start was made on about 50 and 29 were approved. This went along with a 
very large program of AAA made possible, in part, through support from donor trust funds. The shift in 
lending anticipated under the new strategy has not yet taken place. In the words of the CASCR “By 
June 2008 about 10 percent of the WB’s portfolio was accounted for by single-state loans to the four 
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Aeproved Project 2005-2008 
2005 2006 2007 2008 0548 

23 23 21 20 07 
10 5 7 3 25 
11 16 14 16 57 
2 2 0 1 4 
1 1 5 1 a 

11 7 15 5 3a 
a 3 2 4 17 

poorest states in contrast to 14 percent in June 2004. In contrast, the stock of outstanding 
commitments directed to the three previous focus states of Tamil Nadu, Karnataka and Andhra Pradesh 
increased from 22 percent to 24 percent between thee two dates.” 

6. 
development is also not entirely clear from the program. The share of the portfolio supporting 
centrally-sponsored scheme (CSS) declined between June 2004 and June 2008. 

The shift in strategy to more operations at the national level in infrastructure and human 

7. In practice this mismatch between the strategy and the program as implemented is not 
reflected in the outcomes as fully as it should have been. This is because the outcome indicators are 
simply based on activities in a given number of states. None of them explicitly refer to activities in the 
poorest states for example. This suggests that the outcomes were in large part built up from the 
existing program on the ground and not built down from the strategic design. 

8. A small part of the mismatch arose from changing priorities of the Indian Government. There 
was for example a request for the Bank to pay attention to the needs of the states on India’s periphery. 
The Bank added activities in Himachal Pradesh - a state that is neither large nor especially poor - to 
its program. There is little question that the Bank‘s program in India needs the flexibility and capacity 
to respond to such requests provided that they are on the margin as they were in this case, and do not 
change the core of the strategy. 

9. On the specifics of program implementation there are two issues that are particularly 
significant. The first is the approach to project selection. The India CAS unlike most others begins 
with a very large menu of projects. The CAS notes that these are not a CAS lending program in the 
usual sense and indeed many are titled in generic terms. Work actually commenced on about 50 
projects, of which some were not in the original list. As can be seen from the table below, only about a 
third of the original menu of projects and project ideas were actually implemented. While IEG 
recognizes the difficulty of developing a precise program over a four year period in a country the size of 
India and the need for having back up options, the approach makes it very difficult to design and 
implement a program that is coherent with the strategy. 

10. Quality at entry was rated in the satisfactory range by QAG (with highly satisfactory for TN 
Empowerment and Poverty Reduction), and so was quality of supervision. Also, the percentage of 
projects rated in the satisfactory range for their outcome by IEG was higher than the averages for the 
South Asia Region and the Bank-wide. Despite these satisfactory ratings, there has been a sharp 
deterioration of the portfolio indicators in FY08. The CASCR provides some excellent documentation 
of this deterioration, but little in the way of explanation. The percentage of projects at risk doubled from 
2007 to 2008, reaching 24.6 percent (Annex, Table 4). Commitments at risk also increased in the 
same period from 18.1 percent to 23.4 percent. It will be extremely important going forward to 
understand what is driving this change. 
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Overview of Achievement by Objective: 

Pillar One: Improving Government Effectiveness 

11. This has two components. The first of these is Strengthening Fiscal Management and 
Reallocating Public Resources to priority areas for the poor in at least four states. The CASCR states 
that strong progress has been made in this area. There is little doubt that there has been major 
improvement overall in central and state finances during the CAS period. The overall fiscal deficit of 
the states fell from 4.7 percent in 1999100 to 3.2 percent in 2005/06. This was largely on account of 
the pressures from the Federal Government as well as the increased allocations it provided to the 
States. These centrally supported programs also contributed to substantial increases in State 
expenditures on both development and social programs. The extent to which part of this in selected 
states is attributable to the Bank's program is difficult to estimate. A study carried out on the impact of 
Bank policy based lending on state governments suggests that those states that received Bank support 
had greater improvements in their fiscal performance than other states. In addition the states 
supported by the Bank did somewhat better than other states in raising revenues. Evidence is less 
conclusive with regard to expenditure allocations and in one area-that of improved financing of civil 
service pensions-there was no progress due to court challenges to the approach supported by the 
Bank. Under all components and outcomes, the CASCR should in future provide more systematic 
benchmarking and comparison between performance in Bank-supported states and others. Under this 
particular component, those comparisons that have been made as well as the evidence of significant 
process improvements as part of the individual state programs support the hypothesis that the Bank 
has made a valuable contribution to achieving greater fiscal balance and more effective public 
expenditures in the states it has supported. IEG rates the outcomes for this component as satisfactory. 

12. 
basis there were significant improvements in perceptions over the period as indicated by changes in 
the various indicators and India's rankings are now very comparable to those of other large middle 
income countries. The Bank's objectives in this area were ambitious and in the best of circumstances 
would have been challenging to achieve in a single CAS period. Improving accountability, efficiency 
and transparency of government operations in at least four states would have required a much more 
comprehensive program than the Bank attempted. In the event programs were focused largely on 
transparency. A National Right to Information Act (NRTI) helped to promoted greater transparency and 
the Bank was able to underpin this through its DPLs and AAA in the states where it was active. The 
greater use of web-sites and published budget documents and economic surveys, however, represent 
important steps towards improved transparency. There is little evidence presented in the CASCR on 
other outcomes on this component and no comparison of the states supported with others. The CAS 
itself, however, mentions a number of important process steps undertaken in each of the states that 
received DPLs, some of which go beyond access to information. That this remains work in progress 
was evidenced by the DIR of the Bank's health projects had pointed to procurement as a major area of 
concern for the Bank in India, particularly as the Bank attempts to increase use of national systems. 
The CASCR rightly points out the need for the Bank to re-balance its efforts in this area to put much 
greater emph is n the demand side of the accountability equation. The Bank rates this component 

CAS period, IEG concurs with this and rates the outcomes as moderately satisfactory. 

The second component is that of lmproving Governance and Service Delivery. On a national 

as showing s w progress. Given the difficulties of making significant progress in this area in a single 

Pillar Two: Fostering Empowerment and Rural Livelihoods 

13. 
identify core needs and take action through community institutions. This builds on the impact of Bank- 
supported CDD programs in various states. While conclusive evidence will need to await more 
systematic evaluation of these programs, some impressive indicators are provided in the CASCR, 
Nhich, given the careful framing of the objective, seem sufficient to validate the judgment that progress 
has been satisfactory. Again some evidence on the counter-factual would have been useful. There 

The first component of this is the empowerment of the rural poor in at least five states to 
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are other donors and NGOs active in rural India in many areas and their impact on empowerment even 
in the absence of the funding that is channeled through Bank-supported CDD programs has been 
substantial. One of the important issues identified as part of the lessons learned is that of finding ways 
to link the various CDD and NGO operations with the formal systems of credit supply and local 
government operations in rural India. This will be an important area of focus for the Bank going 
forward. 

14. The second component is Educational Attainment for All. Here the Bank supported a major 
.Government of India program to increase coverage of primary education to achieve the MDG in this 
area. This CSS channeled funding to State Governments for school buildings and materials and the 
hiring of new teachers. The program has been tremendously successful in achieving its objective of 
raising the proportion of the population in primary schooling - the out of school numbers of children of 
primary school going age declined from 25 million to around 8 million during the program. While the 
Bank was concerned to ensure that federal transfers actually resulted in increased coverage, a good 
deal of its focus seems to have been on improved quality rather than coverage per se. The CASCR 
does not, however, provide data on quality attainments, though it refers to the fact that there was very 
little improvement on this account and for that reason there was only moderate progress overall on this 
component. It is generally the case that in periods of very rapid expansion of enrolment, quality 
standards are at best stagnant and more likely declining. Absolute levels of quality may not therefore 
be the basis for judging progress on this account and if the Bank contributed to at least maintaining 
scores in the core curriculum and establishing the basis for higher scores later this would represent a 
valuable contribution. One interesting issue raised by the CASCR is the decision by the Central 
Government to provide a fixed 20 days of teacher training in all cases. The ICR of the project 
supporting the education CSS argues that this has proven highly ineffective and resulted in pro forma 
training rather than a genuine upgrading of teachers’ skills In the absence of more data on attribution 
to the Bank of maintaining quality, IEG concurs with the CASCR rating of moderately satisfactory 

15. 
The only indicators set for this are the proportion of births attended by skilled providers and the 
proportion of children under 6 months who are exclusively breastfed. These seem very limited 
indicators for such a broadly defined component. In the first of these the evidence suggests that there 
was somewhat more coverage in the states supported by the Bank than in others. No comparative 
data is presented for the second, though overall there has been a substantial increase in the proportion 
of children that are exclusively breastfed. The text discussion in the CASCR is more comprehensive 
however, and notes that in important areas progress has been disappointing - declining immunization 
rates, persistently high maternal mortality, and unacceptable and stubbornly high levels of malnutrition. 
In addition the Bank’s planned support for health sector activities ran into the road-block of the DIR 
investigation which suggested substantial corruption in procurement. For all these reasons, a rating of 
moderately unsatisfactory seems appropriate. 

The third component is lmproved quality of the health sector in states receiving Bank support. 

16. 
here is rather broadly defined as the monitoring and maintenance of the infectious disease control 
program. For the key diseases, leprosy targets have been achieved; polio remains stubbornly present, 
though declining, in the Gangetic states, and TB ‘DOTS’ are available throughout the country. On 
immunization against measles the data are somewhat confusing. It appears that nationwide the 
percentage of children immunized was actually lower in the CAS period than in 1998/99. For the 
states where the Bank had health programs, it is stated that targets were achieved, but there is no data 
on what the targets were and how they related to national averages. On the milestones related to the 
lmproved Effectiveness, Efficiency and Quality of the National HIVIAIDS program, the CASCR 
provides excellent data and argumentation to show good progress on the development of a 
Government Strategy and Implementation plan, increased awareness, condom use, and economic 
analysis of ART therapy. Overall IEG concurs with the CASCR that the on balance the strong progress 
on some of the key diseases, offset by the more limited progress on polio and immunization, merits an 
overall rating of moderately satisfactory. 

The fourth component of this pillar is that of Controlling infectious Diseases. The milestone 
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Pillar Three: Promoting Private Sector-Led Growth 

17. 
as between transport, on which there was strong progress, and power supply, on which there appears 
to have been limited progress. On transport the Bank made a small but positive contribution to the 
expanded road network and improvements in road conditions that have led to a lowering of travel times 
and a sharp reduction in the number of businesses that view transport constraints as a serious 
impediment to their effective operations. The CASCR talks about ineffective competition in supply 
industries as a significant constraint, but does not explain what this encompassed or whether the Bank 
took this issue up through its dialogue and program. In the power sector the overall lack of progress in 
keeping pace with growing electricity demand and the continuing financial problems of the State 
Electricity Corporations, should not obscure what appears to be a well-judged Bank strategy of 
focusing on some of the more tractable areas of India’s electricity problems, such as supporting 
expanded access in rural areas, and in strengthening the national transmission system. Overall IEG 
supports the CASCR rating of moderately satisfactory on this component. 

The first component-Provision of Adequate Infrastructure-presents a very different picture 

18. 
achievements of a large number of Bank projects in different states which raised productivity and 
incomes of the participating farmers, and as a consequence rates progress as moderate. While IEG 
does not dispute these achievements, more needs to be done to scale these up to yield outcomes at 
the state or national levels. Given India’s size it will take a very long time for individual area-based 
projects to accumulate to the comprehensive strategy for agricultural development that is needed. 
There have been some examples of the Bank‘s role in changing mindsets through its various activities 
in areas such as agricultural marketing, water use, and extension, but these need to be supported and 
underpinned by a more focused and strategic program. The CASCR makes little mention of broader 
systemic issues relating to agricultural production, nor does it cite the impact of relevant AAA. The 
paradigm of good projects in India’s slowest growing sector is precisely the kind of situation that the 
focus on results and outcomes was intended to address. In view of this, despite ratings of moderate 
progress on each of the individual milestones that comprise this component, IEG rates the progress on 
this component as moderately unsatisfactory overall. 

The second component is Accelerating Rural Growth. Here the CASCR details the 

19. 
does cite AAA as contributing to successful outcomes. The impact of the Doing Business Indicators 
and Investment Climate Assessment appears to have been significant. The financial deepening that 
has taken place in India and the increased access of small businesses to credit, are among the signal 
achievements of Indian policy-makers. The continuity of Bank and IFC efforts in this area -often a 
matter of some frustration when the political climate was opposed to the challenges of making India 
more competitive-should be a matter of some pride to the institution. The particular outcomes 
defined in the CAS however, relate to precise and quantified results in areas such as the time it takes 
to go through various bureaucratic steps which represent costs to the private sector. In almost all 
these areas the outcomes while generally in the right direction, show little progress or slow34 progress 
than projected. As a consequence IEG is unable to agree with the assessment of strong progress in 
this area and rates the outcomes as moderately satisfactory. 

The final component - Fostering the Competitive Economy - is an area where the CASCR 

Moderately 
satisfactory OVERALL RATING 

I A. Improving Government I I Moderately I 



CASCR Review I EG Independent Evaluation Group 

C. Promoting Private Sector- 
Led Growth 
1. Provision of Adequate 
Infrastructure 

2. Accelerating Rural Growth 

For Official Use Only 
7 

Moderately 
satisfactory 

Moderate Moderately 
progress satisfactory 

Moderate Moderately results, they are only making a limited 
progress 

While Bank projects achieved good 

contribution to improved rural sector unsatisfactory 

3. Fostering the Competitive 
Economy 

While changes are in the right 
direction, the pace of change is slower 
than projected in the outcomes. 

Moderately Strong 
progress 

Comments on Bank Performance: 

20. Strategy and Program Design: The decision taken in the FY05 CAS to abandon the ‘focus 
states’ strategy which was not working and design a new strategy that met India’s evolving priorities, 
was highly relevant in the rapidly changing Indian context. Where the program seems to have faltered, 
was in providing adequate linkages between the strategy, the program design and the desired 
outcomes. The CAS identified three process approaches that were to be central to CAS 
implementation. These were selectivity, knowledge provision, and a focus on outcomes. 

Selectivity: The CASCR is very frank in its assessment that the attempt to exercise selectivity 
through the setting up of guidelines was not successful. It suggests that this led to perverse incentives 
as staff ‘nursed’ along potential activities in the expectation that they would eventually meet the 
guidelines. It argues that there is no substitute in a country like India for ‘more explicit and transparent 
gate-keeping for the operational and AAA program.’ IEG concurs with this and would also argue that 
more of the selectivity needs to be done ex ante by a careful review of the projects and AAA included 
in the CAS and the designation of core programs that deal with critical development constraints or 
poverty issues central to the Bank‘s mission. 

a Knowledge Provision: As noted in the CASCR, a very comprehensive QAG review of AAA in 
India gave the program fully satisfactory ratings in all areas other than the coherence of the program 
i.e. the synergies with lending and the gearing of the program towards outcomes. This is borne out by 
the CASCR. In only two components out of the nine spread across the three pillars are AAA products 
cited as having made a major contribution to the outcome. These are first the work associated with the 
State DPLs and second the area of fostering the competitive economy, where the Doing Business 
Indicators and ICA work appear to have been highly influential. For the most part there is a sense that 
the AAA is proceeding along a parallel track which though it is certainly highly relevant for India’s 
development needs, is not part of an integrated approach to achieving outcomes. Again though it 
needs to be said that the AAA work was of high quality and certainly appears to have added value-no 
small achievement in a country as well endowed with knowledge capacity as India. Indeed the ability 
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Moderately Satisfactory 
Moderately Satisfactory 

of the Bank to bring global and cross-country knowledge to bear on its problems is increasingly being 
seen by the Indian Government as the most important of its contributions. 

rn Focus on Outcomes: Again the CASCR is commendably frank in observing that roughly half 
the sectors failed to distinguish clearly between outcomes and outputs and to identify how activities 
under the CAS contributed to outcomes. It takes the view that the degree to which the focus on 
outcomes had been implemented was unsatisfactory. It is evident from the matrix that often the 
response of sector teams is to define the outcome as simply the product of the project components in 
the program (this is probably part of the explanation why so little AAA is covered in the matrix), instead 
of the desired outcomes driving the program content and design. 

21. 
have devoted more effort to considering the program implications of carrying the strategy through. The 
program that was included in the CAS was a menu rather than a set of implementable projects. As 
shown in the Table in the section on CAS implementation, the large number of dropped projects means 
that the program as implemented, while it certainly made significant contributions to India’s growth, 
was a consequence of which projects moved forward, rather than those which were considered critical 
or core projects in implementing the design. In some areas, in which program outcomes had been 
defined e.g. railway safety, there was no achievement simply because the supporting project was 
dropped. 

Implementation: While the Bank‘s strategy was highly relevant, the Bank could and should 

22. 
the period of the CAS, a strategy on paper rather than in practice. In IEG’s view the Bank could and 
should have done more to gear the outcomes to the strategy and the program to those outcomes. 

Partly as a consequence of this and as explained earlier, the Bank‘s strategy remained, during 

23. The CASCR includes a discussion and tables on the various portfolio indicators which show a 
sharp decline in portfolio quality as measured by disbursements and numbers of projects at risk in the 
recent year or two. The ‘explanation’ for the sharp deterioration of the portfolio indicators in the most 
recent years is simply an enumeration of those projects or states where performance was weak, with 
no indication of whether this is a systemic issue and likely to be a trend. It certainly seems too large to 
attribute to normal fluctuations in portfolio performance. 
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5. Assessment of CAS Completion Report 

25. 
CASCR begins by analyzing the strategy adopted prior to the FY05 CAS and the reasons for changing 
the strategy. It then examines the core process variables; selectivity, knowledge provision and focus on 
outcomes, and provides a candid assessment of the successes and shortcomings in these areas. 
Similarly the CASCR presents a very clear picture of the failure of the program on the ground to match 
the design inherent in the new strategy. 

The CASCR includes an exceptionally balanced and thoughtful review of the strategy. The 

26. The sections on the outcomes of the program are inevitably somewhat broad-brush given the 
scale of the country and the program and would have benefited from additional elaboration. The CAS 
document provides some additional information in a number of areas that could usefully have been 
incorporated into the CASCR. The substantive problem is the lack of adequate documentation to support 
judgments on outcomes in many areas. In particular, where outcomes are limited to the specific states 
in which the Bank was present, it is important to have some indicators on what was going on in other 
states or at the national level. While the candid discussion of the deterioration of portfolio indicators is to 
be appreciated-it could easily have been hidden behind averages for the CAS period as a whole-it 
would have helped to have provided a much more careful discussion of possible causal factors. Similarly 
the issue of dropped projects cited above, is surely of sufficient significance to merit some additional 
analysis. 

6. Findinas and Lessons 

27. 
on outcomes in those specific states supported by the Bank. These need to be put in the broader 
context of what is happening in other states or the country as a whole, in order to be meaningful. 

In designing benchmarks or milestones for state level programs it is not sufficient to provide data 

28. 
proportion of these are not followed through. It can be argued that in most cases work done to prepare 
these dropped projects yields useful benefits in terms of non-lending technical assistance or economic 
and sector work. This is a questionable line of argument-there is no systematic evaluation of the 
benefits from dropped projects and any amount of wasted effort can be rationalized in this way. At the 
same time the problem with the menu approach is the risk that many of the projects that are undertaken 
will be on the peripheries of the strategy. An alternative approach that Country Directors (CDs) in large 
countries may want to consider is the designation of a certain percentage of the projects put forward- 
say one-quarter-as projects which the Bank and the Government agree to make a special effort to 
implement. This would protect the strategic core of the program. 

In large countries, the Bank CAS generally includes a large number of projects and a large 

29. In some Indian states the Bank's program is a multiple of its lending for many countries of the 
world. In the circumstances some consideration should be given to developing brief formal strategy 
documents at the state level which can be the subject of consultation and agreement at the local level. 
This would help in dealing with some of the political economy issues that have arisen for the Bank in its 
dealings with electoral changes in State Governments where the Bank is seen as being closely identified 
with a particular party - the case with the Government of Andhra Pradesh earlier. 

30. 
document which signals a significant change in strategy and making that change a reality on the ground. 
This is not consistent with business as usual and requires proposals from all participating units on what 
each will do differently as a way of implementing the new strategy. It requires active management, 
including taking tough decisions on what not to do. 

Perhaps the most important lesson of the India CAS is the difference between putting out a 
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ANNEXES 

Annex Table 1: India-Planned and Actual Lending, FYO5-08 

Annex Table 2: India-Planned Non-Lending Program and Actual Deliveries, FYO5-08 

Annex Table 3: a) India-IEG Project Rating, FYO5-08 
b) IEG Project Rating for India and Comparators, FYO5-08 

Annex Table 4: India-Portfolio Status Indicators, FYO5-08 

Annex Table 5: India-IBRDIIDA Net Disbursements and Charges, FYO5-08 

Annex Table 6: India-Total Net Receipts (ODA*, OOF**, and Private), 2000-2006 

Annex Table 7: India-Economic and Social Indicators, 2005-2007 

Annex Table 8: India-Millennium Development Goals 
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Annex Table 2: India-Planned Non-Lending Program and Actual Deliveries, FYO5-08 
Planned Delivered 

Major Reports planned in the 2004 CAS 
Disability Review (Disability Issues) 
Economic Impact of HIV1AIDS in India 
Vulnerability and Adaptation to Climate Change 
Water and Sanitation MDG Action Plan 
Development Policy Review 
Building India's Knowledge Economy 
The Employment Challenge (del. as Labor and Employment Study) 
India's Gender Imbalance - Implications for the Future 
Environmental Health Outcomes of Improved Rural Water Supply and Sanitation 
Social Safety Nets Review 
Land Policy for Growth 
Unlocking Opportunities for Forest Dependent People (del. as State Forest Sector 
Outlook) 
Strategic Issues in India's Water Sector (del. as India's Water Economy) 
Agricultural Marketing and Value-Chain Development 
Long-term Energy Issues for India 

Unprogrammed FYO5-08 
Alternative Telecom Networks 
Tamil Nadu & Punjab SFAAs 
India Investment Climate Assessment II 
Accounting &Auditing ROSC 
Urban Governance and Finance 
Orissa Investment Climate Assessment 
Road Transport Service Efficiency Study 
Rajasthan Economic Report 
Financial Sector Regulations Review 
Trade Policy Notes II (Agriculture) 
Service Delivery Study 
Political Economy of State Reforms 
Accelerating Rural Connectivity in Telecoms 
Rajasthan FAA 
Vocational Education 
Orissa Expenditure Tracking Studies 
Rural Service Delivery 
Jharkhand Economic Report 
Radio Spectrum Management 
Northeast India Environmental Analysis 
Orissa Environment & Growth Study 
MDG Issues for Poor States 
India Energy Security 
Review of Dispute Resolution Board in India 
Himachel Pradesh Development Strategy 
Enhancing the Environment for Innovation 
Megacities of India -Trends and Action Plan 
Jharkhand Procurement Assessment 
Investment Climate Assessment 111 
Orissa Inclusive Growth Prospects 
Bihar Public Financial Management Study 
Jharkhand Public Financial Management Study 
Secondary Education 
PFMA Maharashtra 
PFMA Government of HP 
Assam Health Policy Note 
West Bengal Health Policy Note 

Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 

Report 
Report 
Report 

Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 

Policy Note 
Policy Note 

2005106 
2005106 
2005106 
2005106 
2005106 
2005106 
2005106 
2005106 
2005106 
2005106 
2005/06 
2005106 

2005106 
2005106 
2005106 

2006 
2007 
2007 
2006 
2006 
2005 
2006 

Dropped* 
2008 
2007 
2006 
2005 

2005 
2006 
2006 

2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 

Dropped* 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2007 
2007 
2007 
2007 
2007 
2007 

Dropped* 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2005 
2005 

Highway & Railway Develbpment Policy Note 2005 , 
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Annex Table 2: India-Planned Non-Lending Program and Actual Deliveries, FYO5-08 
Planned Delivered 

Type FY FY 
Doing Business Indicators FY05 Policy Note 2005 
Watersheds & Local Institutions Policy Note 2005 
Tsunami Preliminary Needs Assessment 
Urban Transport 
Nutrition Programs 
West Bengal Cross-Cutting Reforms 
Public-Private Partnerships 
Macro-Monitoring and Policy Notes 
Assessment of DPlPs 
Orissa Crosscutting Reforms 
AP Adaptation to Drought 
Gujarat Agricultural Policy Note 
FM Policy Notes on FAA of Sectors 
Finance & PSD Policy Notes 
Urban Sanitation & Waste Management 
Impacts of Rural Decentralization 
UP Investment Climate Update 
Microfinance Regulation in India 
J&K Earthquake Preliminary Damage Assessment 
FM Literature Survey 
Urban Land 
Indian Corporate Debt Markets 
AP Cross-Cutting Reforms 
Country Environmental Analysis 
SPS Horticultural Exports in TN & Maharashtra 
Kamataka Cross-Cutting Reforms 
Doing Business Indicators 2006 
Bihar Rural Agricultural Policy Review 
UP Cross-Cutting Reforms 
Trade Policy Notes 111 
States Educational Strategies 
Gujarat State Urban Slum Policy 
Financial Management Aspects of Urban Local Bodies 
Ports and Coastal Shipping 
Doing Business Indicators 
Role of Self-Regulatory Organizations 
West Bengal Fiscal Decentralization 
Effectiveness of Government Subsidy Schemes in RWS 
Macro-Economic Monitoring and Economic Policy Notes 
Vision, Strategy and Action Plan for Urban India - 2025 
Scaling up of Infrastructure lending 
States Cross-Cutting Knowledge 
Implementing Reforms in Bihar 
Financial Management Aspects of Panchayati Raj Institutions 
Time-on-Task Study 
Supporting Financial Sector Reforms 
Coal Fired Power Plant - Energy Efficiency Reg. 
India - Fiscal Space Assessment 
Carbon Finance Assistance I NSS Study 
ICT Development 
State-Level Public Finance Capacity Building 
AP Environmental Mgmt NLTA 
State Debt Management and Reporting 
National Environment Management 
Climate Change Partnership 
India Post Conference 
Fiscal Governance Training Program 
Rural Credit Cooperatives Reform Conference 

Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 
Policy Note 

N LTA 
NLTA 
NLTA 
NLTA 
NLTA 
NLTA 
NLTA 
NLTA 
NLTA 
NLTA 

2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2005 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 
2006 

Dropped* 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 

Dropped* 
2008 
2008 
2008 
2008 
2008 
2008 

Dropped' 
2005 
2005 
2005 
2005 

Dropped* 
Dropped* 
Dropped' 

2006 
2006 
2006 
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Annex Table 2: India-Planned Non-Lending Program and Actual Deliveries, FY05-08 
Planned Delivered 

Type FY FY 
ORF; Documenting Reforms in India NLTA 2006 
TN Cross-Cutting Reforms 
Poverty Monitoring & Statistical Strengthening 
Labor Market Conference 
Tamil Nadu Public Private Partnerships 
Contingent Liability Workshop 
Cash Management Workshop 
Mumbai Urban Business Plan 
Agriculture Insurance 
Low Income Housing for NHB 
Land Policy and Administration 
Support for Implementation of e-GP India 
Tamil Nadu Land Market Access 
Conference on Decentralization in Kamataka 
Linking Farmers to Market Conference 
Good Practice in Consultation: AP 
Pension Reform 
Government FMlS 

Planned under 2007 CAS Progress Report (FY08) 
Growth and Employment in Lagging Regions 
Programmatic Poverty Assessment 
Long-Term Energy Issues II 
Strategies for Low Carbon Growth 
Savings Mobilization and Self-Help Groups 
Corporate Governance for State-Owned Enterprises 
Role of lnteg Fin Advisors & Prin Acctg Officers in Ministries (del. as a Policy Note) 
India - Moving out of Poverty 
Livestock Sector 
UP Living Conditions 
Human Resource Capacity Needs for an Effective Health System 
NGO Accountability 
Bihar State Environmental Analysis 
Opportunities for Service Exports from India 
Construction Industry Study 
Fisheries Sector 
Data Quality & Utilization in HNP 
Rural Land Markets 
Higher Education Reforms 
Inland Water Transport Study 
Bihar Flood Management Information System 
National Foundation for Corporate Governance 
India Post Capacity Building 
Strengthening Institutions for Management of R&R 
Bihar Public Expenditure Management 
Social Security for the Unorganized Sector 
Orissa Environmental Management 
Evaluation of SGSY 
Bihar: Strengthening Education Services 
Improving the State-Level Investment Climate 

N LTA 
N LTA 
NLTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
NLTA 
N LTA 
N LTA 
N LTA 

Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Report 
Note 
Note 
Note 
Note 
Note 
Note 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
N LTA 
NLTA 
NLTA 
NLTA 
NLTA 

2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 
2008 

2006 
2006 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2007 

Dropped* 
2008 
2008 

2008 
To 2009 
Dropped 
To 2009 

2008 
To 2009 

2008 
To 2009 
To 2009 

2008 
To 2009 
Dropped 
Dropped 
Dropped 

2008 
2008 

To 2009 
Dropped 
Dropped 
Dropped 

2008 
To 2009 

2008 
To 2009 
Dropped 
To 2009 
Dropped 
Dropped 
Dropped 
To 2009 

Public-Private Partnerships in Infrastructure NLTA 2008 Dropped 
Source: 2004 CAS, 2007 CASPR, Business Warehouse, Iris 4. 
'For these, preparation had begun, but the reports never materialized. 
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'Sustainability and Impact were rated until around FYO6. Risk to Development Objective is rated in projects from FY07 onwards. 
Source: WB Business Warehouse tables 4a.5 and 4a.6 as of October 31,2008, 
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Annex Table 4: India-Portfolio Status Indicators, FYO5-08 (US$ million) 
Country 2005 2006 2007 2008 
jndJ 
# Proj 61 53 65 57 
Net Comm Amt 12,638.7 11,129.2 14,123.4 13,564.3 
# Proj At Risk 9 6 8 14 
% At Risk 14.8 11.3 12.3 24.6 
Comm At Risk 1,102.0 1,735.9 2,555.2 3,174.1 
% Commit at Risk 8.7 15.6 18.1 23.4 
Banaladesh 
# Proj 26 24 24 21 

# Proj At Risk 3 7 6 3 
Net Comm Amt 2,318.1 2,043.6 1,966.3 1,997.2 

% At Risk 11.5 29.2 25.0 14.3 
Comm At Risk 325.3 782.5 463.8 338.6 
% Commit at Risk 14.0 38.3 23.6 17.0 
Pakistan 
# Proj 14 17 18 20 
Net Comm Amt 966.8 1,830.0 2,034.8 2,493.9 
# Proj At Risk 1 0 1 2 
% At Risk 7.1 0.0 5.6 10.0 
Comm At Risk 61.1 0.0 102.9 164.0 
% Commit at Risk 6.3 0.0 5.1 6.6 
- Brazil 
# Proi 49 48 46 46 
Net Comm Amt 4,948.4 4,429.2 4,315.9 4,992.1 
# Proj At Risk 9 3 7 9 
% At Risk 18.4 6.3 15.2 19.6 
Comm At Risk 626.7 63.1 1,221 -5 276.6 
% Commit at Risk 12.7 1.4 28.3 5.5 
Russian Federation 
# Proj 22 22 20 18 
Net Comm Amt 1,977.0 1,950.7 1,770.5 1,676.1 

Yo At Risk 18.2 9.1 0.0 5.6 
Comm At Risk 379.5 250.0 0.0 80.0 
Yo Commit at Risk 19.2 12.8 0.0 4.8 
- China 
# Proj 80 71 66 66 
Net Comm Amt 11,200.8 9,953.8 9,109.1 9,387.0 

Yo At Risk 2.5 1.4 4.5 6.1 
Comm At Risk 425.0 199.0 388.3 522.0 

# Proj At Risk 4 2 0 1 

# Proj At Risk 2 1 3 4 

% Commit at Risk 3.8 2.0 4.3 5.6 
- SAR 
# Proj 156 145 161 160 
Net Comm Amt 18,041.1 17,190.0 20,473.8 20,768.0 
# Proj At Risk 18 19 24 32 
% At Risk 11.5 13.1 14.9 20.0 
Comm At Risk 1,745.0 2,858.3 3,366.3 4,162.6 
% Commit at Risk 9.7 16.6 16.4 20.0 
Bank wide 
# Proj 1,332 1,345 1,347 1,386 
Net Comm Amt 93,211.7 92,888.8 97,790.5 105,292.5 
# Proj At Risk 224 188 224 250 
'Yo At Risk 16.8 14.0 16.6 18.0 
Comm At Risk 12,552.7 10,849.8 15,175.6 18,179.3 
% Commit at Risk 13.5 11.7 15.5 17.3 
Source: WB Business Warehouse Table 3 . 4  as of September 23,2008. 
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Annex Table 5: India-IBRDIIDA Net Disbursements and Charges, FYO5-08 (US$ million) 
FY Disb. Amt. Repay Amt. Net Amt. Charges Fees Net Transfer 

2005 1,914.9 801.5 1,113.4 272.8 28.0 812.6 
2006 2,024.3 855.6 1,168.7 374.6 25.3 768.8 
2007 1,979.3 979.4 999.9 501.8 18.7 479.4 
2008 1,965.6 1,106.2 859.4 454.1 119.7 285.6 

I Total 7,985.5 3,835.5 4,150.0 1,615.8 205.1 2,329.2 I 
Source: Client Connection as of September 25,2008. 
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Annex Table 6: India-Total Net Receipts (ODA*, OOF**, and Private), 2000-2006 (In US$ million) 
Calendar years 

2000 2001 2002 2003 2004 2005 2006 
Total Net Receipts 2,444.4 1,873.3 2.0 1,914.5 4,088.8 8,699.7 13,492.4 
olw ODA 1,462.7 1,701.4 1,440.6 899.7 693.9 1,728.0 1,378.9 
olw OOF -1 40.3 -305.9 -2,505.6 -2,075.7 -563.5 1,152.0 1,928.7 
olw Private 1,122.0 477.8 1,067.7 3,090.5 3,958.4 5,819.7 10,184.7 

ODAtOOF, total 1,322.4 1,395.5 -1,065.0 -1,176.0 130.4 2,880.0 3,307.6 
olw Multilateral 632.1 71 7.3 -1,602.2 -1,149.3 373.9 2,193.2 2,156.8 
olw IDA (Net) 429.8 470.2 606.7 47.6 334.5 512.2 164.7 
olw IBRD (Net) -836.9 -449.5 -857.4 -3,201 -1 659.5 493.4 437.6 

Source: OECD DAC online database, and Client Connection, retrieved September 25,2008. 

*ODA - Official Development Assistance: Grants or loans to countries and territories on Part 1 of the DAC 
list of Aid Recipients (developing countries) that are: 1) Undertaken by the Official Sector; 2) Have promotion of 
economic development and welfare as their main objective; and 3) Are granted at concessional terms (the loan has 
a grant element of at least 25 percent). 

*OOF - Other Official Flows: Transactions by the official sector with countries on the List of Aid Recipients that do 
not meet the conditions of ODA or Official Aid eligibility, either because they are not primarily aimed at 
development, or because they have a grant element of less than 25 percent. 
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Source: WB World Development Indicators database 
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1. CAS INFORMATION 
Country: India 
CPS Year: FY05 

Date of This Review: November 20th, 2008 

I CPS Review Period: FY05-FYO8‘ 

2. BACKGROUND 
1. India’s rapid economic and social development continued over the CAS period, 
although challenges exist to expand inclusion in growth. The range o f  policy reforms begun in 
the early 1990s to move India away from a centrally planned economy has created a dynamic, 
diversified, and rapidly growing private sector in India. Over the past four years, GDP growth 
exceeded 9% and GNI per capita increased from US$740 in FY05 to US$1070 (est) in FY08. 
Policy reforms over the period included improvements in the environment for private participation 
in infrastructure, improvements in the tax and trade regimes, and gradual liberalization o f  capital 
markets. However, India’s economic and social transformation i s  far from complete and key 
challenges include sustaining the high levels o f  growth, integrating large numbers o f  rural poor into 
the formal economy, and expanding economic growth to “lagging states”. Major constraints include 
(i) inadequate transport infrastructure across the country; (ii) limited and unreliable access to power 
and water supply in many areas; (iii) labor regulations that discourage the creation o f  formal sector 
employment; (iv) limited reach o f  the banking sector; and (iv) a range o f  policy, security, and 
infrastructure constraints that inhibit investments in lagging states. 
3. IFC AREAS OF FOCUS DURING THE CAS PERIOD 
2. IFC sought to help advance a range of development objectives by supplementing 
services available from India’s financial sector. The FY05 CAS identified a broad range o f  
development objectives that IFC was to help advance through both i t s  investments and advisory 
services (NS). In doing so, IFC sought to be additional by making investments that “supplemented” 
what was available from Indian financial institutions or the capital markets; helping develop 
innovative public-private-partnerships (PPPs) especially in infrastructure; promoting higher 
corporate standards o f  social and environmental responsibility; and facilitating international 
partnerships, particularly with other developing countries. The main country objectives that IFC 
sought to support were: 

Addressing major infrastructure bottlenecks. The FY05 CAS identified “massive” 
infrastructure needs as major constraints to sustaining growth and improving living standards. 
While meeting these needs was recognized as being beyond the capacity o f  the public sector, 
significant policy and regulatory barriers existed to greater private sector participation. The 

This CASCR-Review/Country Evaluation goes beyond the scope of interventions undertaken strictly during the 
CAS Review Period (FY05 - FY08). In looking both at development and investment outcomes, projects approved 
in prior periods but were active during the CAS period under review were included in the analysis and discussion. 
Note that IEG-IFC also plans to conduct a more in-depth Country Impact Review for India in FY11, in parallel with 
the next IEG-WB Country Assistance Evaluation for India. 
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WBG aimed to help address these barriers as well as finance investment in sectors where 
government actions were expected to improve the environment for private investment. For IFC, 
this included potential investments in telecommunications, power, water, roads, ports, and 
airports. 
Promoting agribusiness. The CAS recognized the importance o f  agriculture and rural 
development given that 80 percent o f  India’s poor lived in rural areas and largely depended on 
agriculture for their livelihoods. IFC aimed to support projects in agriculture, ago-processing 
and agricultural input supply that would improve the efficiency o f  food supply chains; provide 
quality inputs and services; integrate the production o f  local farmers into commercial supply 
chains; or introduce resource-efficient technologies. 
Deepening the financial sector and expanding services to underserved markets. Enhancing 
the capacity o f  the financial sector was seen as an important part o f  increasing the overall 
competitiveness o f  the economy. As part o f  a broader WBG strategy in the sector, IFC aimed to 
make investments and provide AJS to build capacity in private financial institutions that 
contributed to the deepening and expansion o f  financial services to underserved segments. 
Enhancing competitiveness in manufacturing. IFC aimed to support manufacturing 
companies that were (i) developing new products and markets; (ii) restructuring and 
modernizing to become internationally competitive; and (iii) moving towards a regional or 
global presence through long-term debt and equity investments that were not available from 
domestic financial markets. Key  IFC value additions were expected to be the introduction o f  
global best practices; assistance in creating global partnerships and entering new markets; 
assistance in improving environmental and social sustainability; and strengthening corporate 
governance. 
Enhancing the provision of private healthcare. In healthcare, the WBG aimed to help “break 
new ground” in forging PPPs through progressive separation o f  public health financing from the 
provision o f  services and strengthening oversight o f  private providers. Within this approach, 
private health care and ancillary service providers, such as pharmaceutical and biotech 
companies, were identified for potential increased IFC investment and A I S .  IFC also aimed to 
work with business associations and client companies to support HIV prevention programs 
among their workforces. 
Improving the business environment for SMEs and promoting FDI. While strong progress 
had been made in improving the business environment, a range o f  policy and institutional 
obstacles were identified as continuing to hinder private sector activity. These included market 
distortions arising from tariff policies and domestic taxes; restrictions on  FDI; distortions arising 
from SME industrial policy; state intervention into the pricing and marketing o f  agricultural 
products; business entry and operation restrictions; impediments to the functioning o f  land and 
labor markets; financial sector inefficiencies that impeded access to capital; and the dominance 
o f  state owned enterprises in some sectors. The WB was to take the lead in helping strengthen 
the enabling policy and institutional environment at both the central and state levels. In 
collaboration with the WB, IFC aimed to target AJS in specific areas, such as promoting FDI and 
the business climate for SMEs. 
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I 4. RELEVANCE OF IFC’S AREAS OF FOCUS 

3. The CAS identified a wide range of IFC objectives that become more refined during the 
CAS period. The CAS identified a range o f  relevant areas for potential IFC engagement. Although 
they lacked prioritization or specificity, the objectives IFC identified remain relevant to India’s 
extensive development needs. Infrastructure development across India remains critical to sustaining 
growth and engaging a larger share o f  the population in economic activities. Growth in agribusiness 
remains a central need that can provide a bridge between subsistence farming and the formal 
economy by creating markets for agricultural produce and enhancing information flows and access 
to inputs. Sustained growth in manufacturing remains critical to absorbing India’s extensive labor 
force. The health sector represents an area o f  focus for the WB, particularly in encouraging an 
environment for private sector participation to relieve the burden on the public sector and IFC’s 
focus in this area was fully appropriate. Over the CAS period, F C ’ s  strategy became more refined 
as elucidated through IFC’s annual budget presentations and other documents. For example, the 
FY09-ll IFC Road Map identified IFC’s objectives as (i) promoting inclusion in economic growth 
through support for greater access to infrastructure and financial services and greater opportunities 
in rural areas and lagging states; (ii) mitigating and adapting to climate change; and (iii) promoting 
regional economic integration. 

4. While IFC did not explicitly identify a focus on lagging states in the CAS, this objective 
was progressively emphasized during the CAS period. There i s  a clear correlation between the 
level o f  FDI and the per capita incomes o f  the India’s states. For example, three o f  the richest states 
- Maharastra, Haryana, and Delhi - received 50% o f  FDI inflows between 2000-2008. On the other 
hand, the 7 poorest states - Bihar, Uttar Pradesh, Madya Pradesh, Orissa, Rajasthan, Jharkhand, 
Chhattisgarh - received only 0.5% o f  FDI flows during the period (see Annex Table 5). A clear role 
for IFC exists in helping attract investment in the lagging states. This goal was progressively 
emphasized during the CAS period and IFC is  now making an effort to monitor the location o f  i t s  
investments in order to track progress toward this objective. 

I 5. IFC ACTIVITIES DURING THE CAS PERIOD 
~ 

A. IFC Investment Operations 

5. IFC’s committed portfolio in India more than doubled during the CAS period and 
India i s  now IFC’s largest exposure country. During the CAS period, IFC committed US$2.5 
bi l l ion through 95 projects, which was over three times the US$750 mi l l ion committed during the 
prior four years. This was the largest amount committed in any IFC member country and accounted 
for 8.5% o f  IFC’s worldwide commitments during the period. The new investments increased IFC’s 
committed portfolio by 2.5 times and India i s  now IFC’s largest exposure country (up from 3rd 
largest in 2004). In relation to FDI, IFC commitments accounted for an average o f  6% o f  total FDI 
inflows a year, higher than any o f  the other top five IFC countries - Brazil, China, Turkey, and 

r 
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Russia. On a per capita basis, however, IFC commitments in India were substantially lower than a1 
the top five countries except China: US$0.58 per year in India compared to US$6.8 in Turkey 
US$3.9 in Russia, and US$3.2 in Brazil. IFC’s disbursement ratio during the CAS period worsenec 
from 70% to 52%, reflecting both the commitment o f  several large projects toward the end o f  tht 
CAS period as well as an increased proportion o f  infrastructure projects that embody longe 
disbursement profiles. 

6. New investments were predominantly in infrastructure and the financial sector. Tht 
three largest sectors o f  new investments were infrastructure (40%), financial markets (1 9%) an( 
chemicals (8%). Within infrastructure, projects were concentrated in power, and included IFC’! 
largest transaction to date, the U S 4 5 0  mi l l ion loan to a 4000 MW coal-fired power project 
sponsored by Tata Group. Investments in the financial sector comprised commercial bankinl 
(60%), housing finance, and specialized intermediary financial institutions such as infrastructurc 
investment non-bank finance companies (NBFCs). The proportion o f  equity investments in IFC’; 
portfolio initially declined in line with the large gains in local equity markets and then returned tc 
20% o f  commitments, which i s  on par with the IFC-wide average. The share o f  greenfield project 
increased substantially f rom 3 1 % in FY 1-04 to 62% in FY05-08. Average investment size increase( 
from U S 1 5  mi l l ion in FYO1-04 to U S 2 7  mi l l ion in FY05-08, due to several large projects ii 
infrastructure and the financial sector. The concentration o f  investments in the top ten projects wa 
reduced from 66% in FYO1-04 to 52% in FY05-08, which i s  lower than the 61% concentration ii 
Turkey, but above concentrations in the other three largest countries. The ten largest project 
included four projects in infrastructure (power, gas and telecom); three large investments in financia 
intermediaries (ICICI, HDFC, and IDFC); a steel project with Tata Group; and an equity investmen 
in a second tier health services company. 

Table 1. India - Com arative Investment Data. FYO5-08 I 
Net IFC Commitments ($m) 
Number o f  Projects 
Average Investment Size ($m) 
Average Commitments per year ($m) 
Top 10 value as a percent o f  total 
commitments 
Equity commitments (% o f  total) 
Cancellations (% o f  original 
commitments) 
Commitments per capita (average 
annual US$) 
CommitmentsFDI (average annual %) 

Brazil 
FYO5-08 

2,383 
68 
35 
596 

47% 

6% 

4% 

3.17 

3 ?‘o 

China 
FYO5-08 

1,784 
86 
21 

446 

38% 

34% 

10% 

0.34 

1% 

Russia 
wo5-os 

2,236 
90 
25 
559 

44% 

27% 

5% 

3.92 

3% 

Turkey 
E’YO5-OS 

1,969 
40 
49 

492 

61% 

16% 

1% 

6.79 

5% 

All 
Countries 
E’YOS-os 
29,910 
1,209 

25 
7,478 

10% 

17% 

2% 

na 

na 

By Main Sector - 
Infrastructure 40% 24% 16% 10% 19% 3 0% 19% 
ManufacturingiServices 26% 44% 16% 47% 27% 27% 27% 
Finance 25% 29% 52% 37% 41% 38% 45% 
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Heath and Education 

Source: IFC MIS, World Bank data, Oct 2008 

Brazil Turkey 

23 I $14.683.034 6 I $10,798,437 
# I  US$ # I  US$ 

B. IFC Advisorv Services Operations 

7.  IFC did not have a dedicated Advisory Services facility in India during most of thl 
CAS period. The most prominent facility, the South Asia Development Fund (SEDF), i s  regional ii 
scope and operates only in India’s rural northeast. SEDF i s  organized into three business lines 
Access to Finance, Sector Development and Business Services and Business Enabling Environmenl 
Launched in 2002, SEDF i s  a multi-donor facility managed by IFC and funded by the Europeai 
Commission, the Norwegian Agency for Development Cooperation, the UK Department o 
International Development, the Government o f  the Netherlands, the Canadian Internationa 
Development Agency and the Asian Development Bank. SEDF has offices in Dhaka, Colombo, an1 
Kathmandu and more recently, Guwahati, (Assam) India. During the CAS period there were a tota 
o f  six SEDF projects in northeast India representing a total funding amount o f  US$953,153. Thre 
o f  these projects were in the agribusiness sector and represented almost ha l f  o f  the total fundin 
amount. The remaining projects were in the health, financial and infrastructure sectors. 

8. M o r e  recently, efforts have been made to expand IFC’s advisory services capacity. A 
infrastructure advisory services manager was located in Delhi in 2007, and an A / S  staff was hired i 
Chennai. Initiatives were also undertaken to establish BEE advisory services for lagging states i 
India. Recently, a US$3.5 mi l l ion in FMTASS funding was allocated to support A I S  operations i 
India. IFC’s advisory services activities increased significantly over that o f  the previous CAI  
period. For FYO1-FY04 the total project finding for A / S  in India was approximately US$1. 
million. This number increased dramatically to just over US$33 mi l l ion during the period FY05 
FY08. Other finding sources provide the bulk o f  AS budget support, including FMTASS, TAT€ 
FIAS, DANIDA, GEF, DflD and SAIF. Regardless o f  the source o f  funds, IFC was responsible fc 
project implementation, monitoring and reporting. India ranks a close third among China, Russi i  
Brazil and Turkey with regard to total funded volume o f  AS projects during the CAS period. 

Table2. India - Comparative Advisory Services Data, FYO5-OS 

By Business Line 
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F. IFC INVESTMENT OUTCOMES 

9. As of end FYOS, IFC's portfolio India remained healthy. According to IFC's credit r i sk  
ratings as o f  June 30, 2008, IFC's FY05-FY08 portfolio in India was healthy with 87% of 
investments performing well and 12 percent being on a watch-list. Just one equity investment was 
performing poorly. This compares well with the quality o f  IFC's portfolio in IFC's top four 
investment countries, namely Brazil, Russia, Turkey and China, in which between 14% to 25% o f  
investments were on a watch l i s t  or performing poorly. In general, over the period FYOO and FY08, 
the quality o f  both loan and equity investments in India was satisfactory, as suggested by average 
CRR ratings being at good levels (ratings below the watch-list level o f  4).2 

Chart 1. Credit Risk Ratings in India 

The Credit Risk Ratings reflect IFC's loan and equity risks and not the company's o r  project's perfonnance. In 
comparing current performance (CRR ratings) with past performance (XPSR ratings) it should be noted that CRR 
are based o n  partner not project, while XPSR ratings are based o n  a project basis. 
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I F C  C r e d i t  R i s k  R a t i n g  o f  I n v e s t m e n t s  in Ind ia  
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Projects implemented in the late 1990s and early 2000s saw a relatively low proportion 
of success, partly driven by poor results in the financial sector. A small sample o f  XPSR data 
shows a relatively lower level o f  satisfactory investment outcomes on  projects approved between 
FY01-04. (Table). 42% o f  the sample o f  India projects evaluated between FY04-07, compared to 
67% IFC-wide. Poor business results from past projects included eight investments in the financial 
sector that had unsatisfactory returns. In the case o f  one bank, fraud led to a loss o f  some US$2 
million. The adverse returns on these investments can be partly attributed to weak macroeconomic 
conditions in India in the late nineties and an unfavorable fiscal and regulatory environment for the 
leasing sector (unlike in many other countries within and outside the South Asia region). 

Table 3. Investment Outcome Results of  Projects Evaluated Between FYO4-07 (approved i 

India Brazil Russia Turkey China (All figures are percent ofprojects with 
successful outcomes) 

Investment Outcome 42% 73% 93 yo 89% 75% 

Loan 67% 89% 100% 100% 100% 

Equity 33% 0% 67% 0% 67% 

Source: IEG P S R  Database as of Aug, 2008 

1999-2003) 

All 
Countries 

67 Yo 

83% 

44% 

G. IFC's CONTRIBUT~ON TO PRIVATE SECTOR DEVELOPMENT 

Table 4. Development Outcome Results of Projects Evaluated Between FYO4-07 (approved in 1999- 
2003) 
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Development Outcome 

Project Business Success 

Economic Sustainability 

Environment and Social Sustainability 
Private Sector Development 

ource: IEG XPSR Database as of Aug, 2008 

58% 

25% 

67% 
86% 
58% 
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Brazil Russia Turkey China 

64% 73% 78% 63 Yo 

55% 67% 67% 63% 
73% 80% 89% 63% 
60% 82% 78% 43% 
73% 87% 78% 75% 

Countries 

61% 

54% 

67% 
68% 1 73% 

A) Addressing Critical Infrastructure Bottlenecks 

Power 

10. IFC made a significant contribution in the power sector by helping develop several 
innovative and complex PPPs. Through the Electricity Act  o f  2003 and National Electricity Policy 
o f  2005, the government established a largely favorable environment for private sector participation 
in the power sector. The power sector was IFC’s largest sector o f  engagement during the CAS 
period. Seven new projects were approved for U S 5 6 5  mi l l ion and accounting for 22% o f  total IFC 
commitments. In addition, another five power sector projects were active (approved between FY89- 
04), in which IFC had invested U S 3 0 0  million. The projects IFC was engaged in included: (i) The 
first private investment in power transmission in India, which resulted from combined IFC/WB 
engagement in the sector. The project supported power transmission between “power-surplus” 
easthortheast India and “power deficit” north India. I t  began operations in 2007 and has since 
operated viably and at full capacity. The success o f  the project had a demonstration effect and 
further private investment in transmission has since been mobilized; (ii) The first “ultra-mega” 4000 
MW coal-fired power plant with Tata Group that i s  expected to provide power to 16 mi l l ion 
consumers; (iii) The first private hydropower investment that will se l l  power at prevailing market 
rates rather than through a PPA; (iv) several mini-hydro power projects; and (v) a wind power 
project. Despite progress in power infrastructure in India, rapidly increasing demand has made 
access to reliable power a major constraint to private sector activity and the government estimates 
that an additional 100,000 MW o f  generation capacity will be required by 2012. 

Water supply 

11. IFC had limited success in water, due to difficulties in developing PPPs in the sector. 
As part o f  the WBG’s strategy to help India address a range o f  water-resource related problems, the 
CAS suggested that there may be a role for IFC financing to bring private investment into water 
infrastructure and IFC advisory services to bring private management o f  water uti l i t ies. One IFC 
investment in the water sector was approved during the CAS period, a US$25 mi l l ion loan to 
support a PPP concession agreement to build and operate India’s f i rs t  seawater desalination project 
located near Chennai. However, the sponsors eventually secured local financing and the IFC loan 
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was cancelled. A further active investment in the portfolio (approved in FYO1) provided for a 
US$10 mi l l ion investment in a holding company that planned to make strategic investments in 
infrastructure projects, particularly in the water sector. To date, the company has made investments 
in a BOOT solid waste management project and an O&M water supply contract. However, due to 
both limited market opportunities for PPPs in the water sector as wel l  as some internal managerial 
issues, performance has been below expectations and the pipeline o f  potential projects i s  weak. 
There continues to be very limited private participation in the water sector and the sector continues 
to face a range o f  challenges including scarce groundwater supply that i s  insufficient to meet rapidly 
increasing industrial and consumer demand. 

Telecommunications 

12. IFC made several investments in the telecom sector, although its additionaility in the 
sector i s  diminishing. By 2004, India had established an environment conducive to private 
investment in mobile telecom services and the sector has seen strong growth. Mobi le connectivity 
increased from 3.1% in 2004 to 24% in 2008. The sector has become increasingly competitive, with 
9 national and regional cellular services providers. IFC committed four new projects during the 
CAS period for US$l08 mi l l ion in addition to 3 ongoing projects for US$67 million. The on-going 
projects, approved in the early 2 0 0 0 ~ ~  supported the rapid increase in telephone connectivity. Bharti 
Tele-Ventures Limited, for example, increased i t s  mobile and fixed l ine subscribers from 600,000 in 
2001 to 56.7 mi l l ion in 2007. While there remains a need to expand connectivity, with the sector 
competitive, growing rapidly, and able to attract investment, IFC’s additionality in the sector i s  
diminishing. IFC can, however, leverage i t s  resources through collaboration with private sector 
partners in the sector to provide connectivity and other services (through linkage programs) to rural 
areas. 

Transport 

13. IFC did not engage in the road sector but helped enhance private participation in the 
aort sector. The CAS envisioned potential IFC investments in hi&wavs. rural roads. urban 
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transport infrastructure, ports, airports, and privately owned. and operated special economic zones. 
In the event, IFC financed several transactions in port management services and logistics, but did not 
engage in roads. In the early 2000s, the government opened the road sector to private participation 
and embarked on a massive PPP program that involved both annuity payment contracts as well as 
to l l  roads. While IFC made efforts to develop transactions in the sector, several factors precluded i t s  
engagement, including (i) the lower risks involved in annuity PPPs that made financing from the 
domestic market more readily available; (ii) IFC’s higher ES standards that the government feared 
would raise the costs o f  transactions across the sector; and (iii) IFC’s discomfort with the quality of 
some o f  the mushrooming sponsors in the sector. In retrospect, IFC’s decision to refrain from 
engaging in the sector was prudent, although a greater IFC advisory role in the sector may have been 
warranted. Investments in ports management included a project providing comprehensive port 
services to the Petronet LNG Dahej that had a demonstration effect and led to development of 
several other PPPs in the port sector. 

B) Contributing to Growth in Agribusiness 

14. Several IFC investments in agribusiness illustrate the potential development impact of 
investment in the sector. IFC made 8 investments in agribusiness for U S 2 0 0  million. Some o f  
these clients have faced financial pressure over the last two to three years due to the timing o f  capital 
expenditure, government regulations (on cane pricing), and commodity cyclicality (rice and sugar). 
Nevertheless, several examples indicate their high potential development impact, particularly in 
establishing a bridge between rural farmers and the formal commercial sector. In the case o f  one 
sugar company, while the sugar industry i s  going through some uncertainties and i s  sti l l  subject to 
price controls, the manufacturer has outreach to some 130,000 cane farmers that are provided with 
technical and input support. Another sugar manufacturing company also has extensive l i n k s  with 
small-scale farmers as well as some 400 transport contractors. IFC also approved four A / S  projects 
in agribusiness during the CAS period. The projects sought to develop practices for the production 
o f  alternative products such as spices, horticulture crops, and floriculture on tea estates; enhance 
agribusiness value chains and develop new supply chain linkages; and help existing IFC clients 
enhance their overall operations. The projects were only recently approved, however, and it i s  too 
early to assess their development contributions. 

C) Deepening the Financial Sector and Expanding Services to Underserved Markets 

15. IFC’s contribution in the financial sector was moderate, partly limited by central bank 
restrictions in the sector. During the period under review, the Reserve Bank o f  India (central bank) 
maintained restrictions on overseas borrowing by domestic financial institutions and also restricted 
IFC’s equity participation to only a l imited number o f  second-tier commercial banks. This restricted 
F C  activities in the sector to equity investments or loans for which central bank exemptions could 
be obtained. In this context, twelve new investments were made for USD 535 million. IFC 
interventions included several large investments in tox, tier financial institutions such as ICICI Bank 
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and HDFC Bank; support for the expansion o f  several second-tier banks; support for a brokerage 
firm serving smaller cities; an innovative project using smart cards to expand access to banking 
services in rural villages that has presently reached some 2 mi l l ion customers; development o f  ES 
standards in a specialized infiastructure finance company; and support for a NBFC that introduced 
the forfeiting industry in India. IFC also approved close to US$2.0 mi l l ion in access to finance NS 
projects that supported IFC investments client banks. Projects included helping develop a strategic 
business plan, implementation o f  an integrated risk management system, and development o f  a 
microfinance lending practice in a client bank. However, limited success was seen in leasing and 
second tier housing finance agencies, which had lower than expected profitability and failed to 
become strong and credible player in the housing market. Among evaluated projects (approved in 
the late 1990s and early 2000s) several failed financially while others were assessed to have had 
limited development impact. Overall, IFC’s impact on the broader objectives o f  expanding access to 
financial services and increasing term lending in the banking sector was modest in the context that 
just 20% o f  the population has access to bank accounts and bank credit to GDP i s  around 40%, 
compared to 130% in China. 

16. While IFC’s financial additionality with top-tier banks i s  limited, its potential 
development contribution through long-term partnerships continues. IFC investments included 
several projects with first-tier banks that raise some question as to IFC’s additionality in the 
transactions. In one case, IFC ’s long-standing relationship with the company helped it establish 
itself as leading mortgage finance institution in the country. At present, however, there i s  clearly 
some question as to IFC’s continued support o f  the well-established company. On the other hand, 
IFC’s continued partnering with well-run institutions with wide distribution and reach has enhanced 
i t s  ability to influence progress towards the key development goals o f  increasing access to affordable 
housing and basic banking services to underserved segmentskireas. This was the case with IFC’s 
investment in one large bank, which supported its efforts to develop i t s  branch network and outreach 
in rural areas. Moreover, in some cases, IFC’s relationship with first-tier institutions has created 
positive partnerships in south-south investments. For example, IFC’s partnership with the mortgage 
finance company supported the company’s overseas investment in Egypt, Bangladesh, Maldives and 
Sri Lanka, with IFC providing country and sponsor knowledge and the Indian company the technical 
know-how in the housing sector. 

D) Enhancing Competitiveness in Manufacturing 

17. A diversified range of  investments were made in the manufacturing sectors. During the 
CAS period, IFC financed 40 projects for US$800 mi l l ion in the manufacturing and service sectors. 
The main sub-sectors included chemicals, metals, and wood products. IFC’s approach in the sector 
evolved from an open, opportunistic approach to more strategic approach focused on medium and 
smaller sized companies, family firms that were modernizing management and operations, and firms 
introducing new products or venturing into new markets. Provision o f  long-term finance was a key 
driver o f  demand for IFC’s services. Moreover, with the development o f  the stock market, demand 
for IFC’s services rose among companies seeking to enhance their corporate governance standards 
and public image prior to listing. IFC’s advisory services were l imited w i th  regard to SME-focused 
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projects. One o f  IFC’s projects early in the CAS period “Applying Global Best Practices to SME 
Training” sought to assemble focus groups to determine best practice techniques for 
entrepreneurship development in India. The objective was to determine how IFC and other key 
stake holders could work with local business schools as wel l  as service providers to support the 
development o f  economically sustainable and effective training opportunities for SME’s in India. 

E) Enhancing Private Provision of Healthcare Services 

18. IFC investments in health contributed to expansion of private engagement in the sector 
that still serves the higher end of the market but plays an important overall role in the sector. 
IFC made 3 investments in the hospital sector for US$86 million. IFC’s investment in Max  
healthcare supported expansion o f  the hospital’s capacity to meet the rapidly growing middle- 
income market. I t  now serves some 400,000 patients a year, including 20,000 on a free or 
subsidized basis. IFC also invested in Rockland Hospitals, a second tier company that i s  testing the 
quality standards for private healthcare established by the Quality Council for India. While the 
private hospital sector presently services the middle to high income markets, expansion o f  the sector 
helps free capacity in the public sector and helps meet the higher standards o f  service demanded by 
higher income groups. Observers point to the important role that inadequate healthcare (along with 
education) plays in motivating out-migration by professionals and middle-class families. The rise in 
private hospitals in India has also resulted in some Indian doctors returning from overseas, pointing 
to a potential capacity to reverse out-migration o f  professionals and skilled workers on the field. In 
addition to IFC’s investment activity, an IFC A / S  project targeted one o f  i t s  clients, GNRC, to help 
expand i t s  reach through the rollout and eventual franchising o f  small “medishops” that cater to 
individuals requiring maintenance treatment for diabetes and hypertension. The project was an 
eventual success and saw the rollout o f  thirty medishops locations that became self sustainable 
within a twelve month period. The project has already had an impact on rural communities by  
increasing affordable access to basic medical services. 

19. An HIV/AIDS program has had success in raising awareness through several IFC 
clients. An IFC A / S  program sought to demonstrate to business owners and management the 
potential economic impacts (in addition to the traditional heath impacts) o f  HIV/AIDS on their 
business and how HIV affects not only their workers but also knowledge retention, efficiency and 
overall viability. Two examples o f  IFC investment clients who worked with advisory services and 
subsequently adopted an HIV/AIDS awareness program are BILT and Apollo Tires. Both o f  theses 
clients have multiple manufacturing locations and employ thousands o f  laborers, both fblltime and 
casual. The programs have extended to the companies’ supply chains. For example, both 
companies rely heavily on daily truck transport o f  raw materials and finished goods. Based on 
experience, truck drivers are a high risk group spreading and contracting HIV/AIDS. In 2008, 
Apollo Tires organized a conference for the CEOs o f  many large Indian corporations, including Tata 
and Reliance. The conference facilitated the discussion o f  the value o f  corporate social 
responsibility programs and the exchange ideas for establishing a uniform code o f  conduct for 
preferred suppliers. Although the ro l l  out o f  these projects i s  fairly recent, the level o f  adoption and 



Attachment 1 
IFC 71 

For Official Use Only 
CASCR Review/ INDEPENDENT EVALUATION GROUP Cou n try Eva I ua tion 

IEG IFC 

November 24th, 2008 
high profile o f  these programs appear to bode well for standardization and replication throughout the 
country. 

F) Improving the Business Environment for SMEs and Encouraging FDI 

20. IFC’s engagement in business climate improvement efforts was limited until 2007. IFC 
did not have a BEE program in place in India until 2007. In 2007, a BEE program was introduced 
that had three main areas o f  focus: the lagging states initiative; doing business reform and 
competition policy. The lagging states initiative sought to increase private sector investment in the 
l ow  income, low growth states. The program was launched in Bihar state and complemented WBG 
efforts to promote private sector development in Bihar as indicated in the first Bihar DPL (2007) and 
the WB Non-Lending Technical Assistance program. The program has been embraced by the 
government o f  Bihar and it i s  working closely with FIAS and the country team. According to 
feedback from government counterparts, the Doing Business report has also been influential in 
building awareness and generating reform momentum among key government parties. Some 
concern, however, was expressed that the DB report should be as accurate as possible. In one 
example an official pointed out that an indicator was identical for three successive years, which was 
highly unlikely. The overall “realism” o f  the DB report was also questioned when Nepal i s  ranked 
higher than India with regard to the ease o f  doing business. As part o f  the plan to inform 
competition policy, IFC also helped build capacity in the newly formed Competition Commission o f  
India. Other activities included competition and regulatory impact assessments o f  for the food 
grains, energy and telecommunications sectors. 

H. IFC’S ADDlTlONALlTY 

2 1. There are several areas in which IFC engagement reflected a high level o f  additionality. 
The large volume o f  F C  investment raises the question as to what extent IFC i s  being additional in 
the country. IFC’s sectoral portfolio composition differed from the overall FDI inflows in India, 
indicating broad additionality (Chart 2). That is, other than the financial sector, IFC’s investments 
were not concentrated in the sectors that attracted the highest FDI flows during the CAS period. 
Areas in which IFC’s additionality were substantial include (i) several f irst o f  kind projects in the 
power sector that reflected high r i sk  investments in s t i l l  untested regulatory environments, including 
the f irst private transmission project; the first market-based hydropower project; and the large, high- 
r i sk  coal-fired Tata project; (ii) projects in agribusiness, that that have attracted limited interest from 
the commercial banking system but offer high potential development impact through linking rural 
farmers with the formal economy; and (iii) and bridging international boundaries through both tying 
local companies with foreign partners as well as partnering with Indian companies expanding 
overseas - such as through IFC’s long-standing relationship with HDFC. 
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Chart IFC’s Portfolio Composition Compared to the Largest FDI Destination Sectors 
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22. A key area of additionality has been enhancement of corporate social responsibility. 
During the CAS period, IFC increased i t s  CES specialist staff to 4, making i t s  CES unit the largest 
outside HQ. As an example, following an investment in the Cairns India gas project, an IFC A / S  
program supported an extensive, multi-pronged approach to community development/outreach and 
economic development. The company’s operations had required the purchase o f  locally held land 
and displacement/relocation o f  many members o f  the rural community. The CSR program included 
an SME baseline study; a needs assessment o f  the local and surrounding communities and 
businesses; a local economic and community development plan, and a livestock survey to determine 
the potential for local dairy activity. An Enterprise Center was subsequently established (in 
partnership with IFC’s Linkages Program) which provided vocational training and technical 
assistance to the local communities to help enhance employability, promote entrepreneurship, and 
methods to improve the operations o f  local SMEs. In the case o f  IDFC, IFC’s long-term 
relationship with the company helped ingrain a higher level o f  E/S standards that has had broad 
impact through application o f  these standards in all the company’s infiastructure sub-projects. 

23. In some areas, however, IFC’s additionality beyond the provision of long-term finance 
is less clear. In some cases, project documents largely define IFC’s additionality as the provision of 
long-term funding that i s  not available in the market. However, it i s  less clear whether access to 
long-term funding was critical to the project taking place rather than only enhancing the viability of 
a project that would take place even with shorter-term financing. In addition, while IFC’s 
partnerships with some top-tier companies have made important contributions, the degree o f  IFC 
additionality can rapidly diminish in such cases. As part o f  i ts strategy approach, IFC has made a 
deliberate decision to “do less” o f  tor, tier comDanies and “more” with second tier comoanies. 
I. IFC’S PERFORMANCE 
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24. IFC’s positive experience in India over the CAS period reflected a rapidly improving 
business environment. IFC has had a positive experience in India over the past four years - 
significantly increasing i t s  investments, maintaining a healthy portfolio, engaging in some 
innovative and complex transactions in infrastructure as well as other sectors, and increasing i t s  
focus on lagging states. A range o f  reforms over the past decade significantly improved the 
environment for doing business in India and created an environment for IFC to be able to enhance i t s  
contribution to India’s development. Extensive entrepreneurial activity has created a dynamic, 
diversified, and rapidly growing private sector. Traditional, family oriented firms are modernizing 
their operations, developing new products, and seeking new markets. Emergence o f  the stock 
market as a source o f  funding has influenced companies to undertake reforms to enable public listing 
and enhanced the demand for IFC investment and advisory services. 

25. In addition, a range of positive initiatives were undertaken within IFC. At the same 
time, IFC took several positive steps that enhanced i t s  ability to contribute to India’s development in 
this environment. These include (i) strengthening i t s  staff across sectors in India and placement of 
key senior staff in priority sectors in late 2005; (ii) development o f  close relationships with key 
government officials that facilitated IFC engagement in PPPs; (iii) an increased emphasis on 
portfolio management and delegation o f  portfolio management in several sectors to field staff; (v) 
increased strategic orientation including prioritization o f  lagging states and the infrastructure sectors; 
(vi) an existing facility established in 2002 that enabled IFC to make local currency loans that 
facilitated investments in sectors such as infrastructure, housing finance, healthcare and others that 
did not generate foreign exchange; (v) extensive mapping o f  companies in each sector to determine 
which ones IFC could work with and then establishment o f  relationships with them until such time 
that an IFC investment could be developed; (vi) introduction o f  incentives based on number of 
projects as well as volume that supports development o f  smaller projects; (vii) and increased senior 
management attention and budget allocations for the India program. 

26. Increased field presence and staff resources have been key factors in enabling an 
enhanced IFC role in India. IFC significantly expanded i t s  physical presence in India during the 
CAS period. Staff complements were strengthened in the regional hub in New Delhi  and in the 
Mumbai office focused on financial markets and GMS; an office was opened in Chennai; and an 
A / S  office was established in Assam. The field offices undertake both business development in all 
sectors as wel l  as supervision o f  GMS and financial sector portfolios. In 2004, IFC did not h a w  a 
single dedicated advisory services staff member in India and this was increased to 15 in 2008, 
including location o f  the General Manager for A / S  in the region to Delhi in 2005. Likewise in 
infrastructure, IFC field staff increased from 3 in 2004 to 11 at present. With four environmental 
specialists in Delhi, IFC has the largest CES team outside HQ. In addition, senior international staff 
in infrastructure (both investment and advisory), financial markets, and GMS are now based in Delhi 
and Mumbai. IEG received broad positive feedback from clients and other stakeholders on the value 
o f  IFC’s strong on-the-ground presence in developing and building relationships. 
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I J. LESSONS AND CHALLENGES 

0 Several important initiatives underpinned IFC’s positive experience in India during the 
CAS period. These included (i) strengthening i t s  staff presence, placement o f  key senior 
staff in priority sectors, and increased senior management attention and budget allocations 
for the India program; (ii) development o f  close relationships with government officials that 
facilitated engagement in PPPs; (iii) increased strategic orientation such as prioritization of 
lagging states, infrastructure sectors, and second-tier companies; (vi) an existing facility 
established in 2002 that enabled IFC to make local currency loans; and (v) extensive 
mapping o f  companies in each sector. 

0 Given broad additionality in India, a challenge for IFC i s  to prioritize areas where its 
role and contribution i s  highest. Given continuing broad weaknesses in the financial 
sector in India, particularly in extending term credit, IFC has broad additionality in India. A 
key challenge for IFC, therefore, i s  to ensure that i t s  activities optimize the degree of 
additionality as wel l  as development and investment outcomes. While difficult to measure, 
some sectors in the recent past indicate relatively high additionality - such as innovative 
infrastructure investments or high r i sk  agribusiness investments - while in other cases 
additionality can be more limited to provision o f  long-term finance that enhances the 
viability o f  the project. A challenge remains for IFC to measure, monitor, and reward the 
degree o f  additionality o f  i t s  projects in order to optimize its contribution to development in 
India. 

0 A further challenge i s  to prioritize and enhance strategic A/S activities in key areas. 
With India having broad development needs that could benefit from IFC A / S ,  a challenge 
remains to ensure that IFC’s A / S  are focused on  key strategic areas. Given the strategic 
priority on lagging states as wel l  as positive recent experiences in helping advance public- 
private dialogue in Bihar, a promising area o f  focus i s  on  the enabling environment in 
lagging states. The potential contribution o f  an enhanced IFC A / S  focus on infrastructure 
sectors to help adapt international experience i s  also apparent. While India has made 
substantial progress in opening the provision o f  infrastructure to the private sector through a 
range o f  PPPs, some sectors have not attracted significant levels o f  private investment. In 
other cases, such as the road sector in the early 2000, some transactions were developed that 
have had poor results. 

0 A key task for IFC i s  to help test and develop models that engage more people in 
economic growth that can be scaled up to higher levels. While the magnitude India’s 
development challenges remain large, IFC’s contributions in themselves need not be large to 
make substantial contributions. IFC’s engagement in an innovative effort to increase rural 
banking i s  an example o f  a high risk endeavor that if successful, can provide a model for 
scaling up to increase access to financial services by India’s rural poor. 
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0 Lessons from past financial crisis might offer some application for IFC’s role in India 
in the near term. The Region indicates that the current financial crisis has so far not 
significantly impacted IFC’s India portfolio. However, should the need arise, IFC should be 
prepared to act on and implement lessons from past crises. Some lessons from past IEG 
studies on FC’s response to financial crises include (i) establishing a full-time team of 
“work-out” or restructuring specialists, including legal staff, to work exclusively on  
rescheduling and/or restructuring liabilities o f  client companies in financial distress; (ii) 
cooperation with the Bank (and IMF) to help focus the government’s attention to systemic 
restructuring issues faced by local companies and to articulate the private sector’s concerns; 
(iii) making aggressive and timely loan and equity loss provisions to more accurately reflect 
the r isks to IFC’s investment portfolio in crisis countries, which also helps focus staff 
attention towards improving portfolio quality 

Reviewers: Asita De Silva, Stephen Pirozzi, 
Senior Evaluation Officers, IEG-IFC 1 Amitava Banerjee, Manager, IEG-IFC 

Stoyan Tenev, Head, Macro Evaluation, IEG-IFC 
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021499 

021652 

022061 

022065 

022787 

022892 

023012 

023081 

Annex Tables 

Andhra Pradesh Paper 2005 Active Pulp & Paper Pulp 81 Paper 5,000 40,000 Mills Limited 

Ruchi industries 2006 Closed Agribusiness Food Manufacturing 7,500 7,500 Limited 
Kotak Mahindra Bank 
Limited 
Infrastructure 
Development Finance 2005 Active Finance Finance Companies 0 50,000 
Company Limited 
Bharat Biotech 
International Limited 
APlDC Biotechnology 
Venture Fund 
Rain CII Carbon (India) 2o05 Closed 
Limited 

Sealion Sparkle Port & 
Terminal Services 2005 Active Infrastructure Transport Service 0 4,930 
(Dahej) Limited 

2005 Active Finance Commercial Banking 0 22,000 

2005 Active Chemicals Pharmaceuticals 4,500 4,500 

2005 Active Funds Private Equity Funds 4,000 4,000 

Chemicals Other Chemicals 0 10,000 

Table 1 : List of Investment Operations Committed in India, FYO5-08 (US$’OOO) 

023821 

023833 

01 1632 I AD Hydro Power Limited I 2005 I Active I Infrastructure I Electric Power I 7,000 I 49,091 

Dabur Pharma Limited 2005 Active Chemicals Pharmaceuticals 15,064 15,064 

IHDC - Dodson- 
Lindblom Hydro Power 2006 Active Infrastructure Electric Power 0 8,002 

020509 Atul Limited 

023904 

023966 

024066 

024077 

I Basic Chemical I 2006 I Active I Chemicals Manufacturing 

Pvt Ltd 

2005 Closed Finance Commercial Banking 73 73 Centurion Bank of 
Punjab Ltd. 

1,812 1,430 2005 Active Materials Ramky Infrastructure 
Ltd. 

2,000 9,000 2006 Active Continental Carbon India 
Limited 

Tata Steel Limited 2005 Active Metals Iron and Steel 0 100,000 

Construction & Construction and 
Real Estate 
Basic Chemical 
Manufacturing 

0 I 16,952 

024083 

024103 

021358 I Shree Ram Fibers Ltd I 2005 I Closed I Textiles I Textiles - Others I 0 I 0 

United Riceland Limited 2005 Active Agribusiness Crop Production 0 8,500 

Apollo Tyres Limited 2005 Closed Plastics & Plastics & Rubber 0 -747 Rubber 

023245 Cosmo Films Limited I 2005 I Active I Plastics Rubber & I Plastics & Rubber I 4,112 I 4,112 

I 2005 I Active I Chemicals I OtherChemicals 1 0 I 30,000 DCM Shriram 
Consolidated Limited 023385 I 
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Amalgamated Bean 
Coffee Trading 2007 
Company Ltd 

November 24th. 2008 

Active 

Active 

Active 

Active 

Active 

Active 

Active 

Closed 

1 2005 KPlT Cummins 
lnfosystems Limited 024126 I 

Trade Retail 5,000 15,000 

Finance Securities Markets 999 999 

Agribusiness Crop Production 0 15,000 

Finance Commercial Banking 27,429 27,429 

Metals Iron and Steel 4,765 4,765 

Infrastructure Telecommunications 4,000 4,000 

Infrastructure Telecommunications 2,568 2,568 

Metals Iron and Steel 0 0 

Active I Infrastructure I Internet Projects 1 2,500 I 13,500 

Active 

Active 

024171 I JK Paper Ltd. I 2006 

Funds Private Equity Funds 20,000 20,000 

Pulp & Paper Pulp & Paper 0 40,000 

Active I Pulp & Paper 1 Pulp & Paper I 11,500 I 26,500 

024273 ING Vysya Bank I 2005 Active I Finance I Commercial Banking 1 3,508 I 3,508 

024331 I Lok Capital LLC I 2006 Active I Finance I Microfinance I 2,000 I 2,000 

I 2006 International Auto 
024354 I Limited 1 7,593 I 7,593 I Transportation Closed I Industrial Equipment 

I 2006 Apollo Hospitals 
Enterprise Limited 024406 I I 5,085 I 5,085 Hospitals, Clinics, 

Laboratories & Other Active 1 Health 

I 2006 Global Trade Finance 
(Pvt.) Limited 024462 I 
Jain Irrigation Systems I 2o08 024485 I Ltd 

I 2006 The Federal Bank 
024493 I Limited 

024535 I PSLLimited I 2006 

024539 I Nevis Networks Inc. I 2006 

I 2006 lndecomm Global 

024605 I Tata Sons Ltd. I 2006 

Active I Construction & Cement I 0 I 50,171 Materials I 
West Coast Paper Mills I 2o07 

024711 I Limited 

I 2006 Chennai Water 
esalination Limited 024714 I I 0 I -3,998 Water and Other 

Waste Treatment Closed I Infrastructure I 
Active I Agribusiness I Food Manufacturing I 0 I 6,600 DCM Shriram 

Transportation I 5,000 I 3,331 EauiDment Active I Industrial I 
024830 1 z m u m  Biosolutions 1 %!; 
024842 Lindblom Hydro Power 

024880 Lanco Group 

IHDC - Dodson- 

Pvt Ltd 

Active I Health I Hospitals’ I 3,050 I 5,650 Laboratories & Other 

Closed 1 Infrastructure I Electric Power I 0 I 7,031 

Active 1 Infrastructure I Electric Power I 8,000 I 8,000 

024902 Petronet LNG Limited I 2007 Active I Infrastructure I Gas Distribution I 0 I 150,000 

024973 I Montalvo Systems Inc. I 2006 I 3,000 1 3,000 Technical 

I 2007 India Project 
Development Fund II 025003 I Closed Funds Private Equity Funds I -837 I -837 
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Electrical Equipment, 

Components 
2007 Active Industrial Appliances and 0 22,500 Moser Baer Photovolatic 

Ltd. 

Suguna Poultry Farms 
Ltd. 2007 Active Agribusiness Animal Production 11,249 11,249 
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0251 69 

025309 

025444 

02501 5 Kanoria Family 

Ocean Sparkle Limited 2007 Active Infrastructure Transport Service 0 26,821 

Financial Information 
Network & Operations 2007 Active Finance Commercial Banking 5,000 5,000 
Pvt. Ltd. 

HDFC Bank Limited 2007 Active Finance Housing Finance 0 100,000 

I 2007 I Closed I Chemicals I Basic Manufacturing Chemical I 5,000 I 5,000 

025456 

025463 

025474 

Nevis Networks Inc. 2007 Active Infrastructure Telecommunications 0 1,315 

12,989 32,989 Meghmani Finechem 
Limited 

Cairn India Limited 2007 Active Extractive Oil and Gas 22,908 22,908 

Basic Chemical 
Manufacturing 2008 Active 

0251 15 I MSPL Limited I 2007 I Active I Infrastructure I Electric Power I 0 I 33,000 

025545 

025549 

025554 

Idea Cellular Limited 2008 Active Infrastructure Telecommunications 0 84,000 

2008 Active Funds Private Equity Funds 17,647 17,647 Green Investment Asia 
Sustainability Fund I 

Bajaj Hindusthan Sugar 2007 Active Agribusiness Food Manufacturing 0 50,000 
& Industries Limited 

025559 

025576 

025637 

025492 I IClCl Bank Limited I 2007 1 Active I Finance I Commercial Banking I 0 I 150,000 

Spryance, Inc. 2007 Active Infrastructure Internet Projects 1,882 I ,882 

2008 Active Funds Private Equity Funds 6,250 6,250 VenturEast Proactive 
Fund 

Gujarat State Petronet 2007 Active Infrastructure Gas Distribution 30,000 113,292 Ltd. 

025638 

025732 

025790 

2008 Active Funds Private Equity Funds 10,000 10,000 Avigo Venture 
Investments Limited 
Housing Development 
Finance Corporation 2007 Active Finance Housing Finance 0 0 
Limited 
Samara Capital Partners 
Ltd 2008 Active Funds Private Equity Funds 10,000 10,000 

025805 

Coastal Gujarat Power I 2008 I Active I Infrastructure I ElectricPower 
Limited 025797 I I 0 I 450,000 

67,144 67,144 Hospitals, Clinics, 
Laboratories & Other 2007 Active Health Max Healthcare Institute 

Limted 

I 2007 1 Active 1 Finance I Commercial Banking I 0 I 45,000 Kotak Mahindra Bank 
Limited 025800 I 

I 2007 I Active I Agribusiness I Food Manufacturing I 0 I 40,000 025819 I F i7mpur  Chini Mills 

025849 I Electrotherm India Ltd. I 2007 I Active I Industrial Machinery and Other I 0 I 25,000 
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2008 Active Infrastructure Telecommunications 0 16,000 

ource: IFC 

Table 2: List of Advisory Services Projects in India (US$), FYO5-08 
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$5,881,804 
1,742,837 
2,807,443 

13,912,621 

YO by Dollar 
# projects Amount ($US) volume 

18% 
5% 
8% 

42% 

Access To Finance 
Business Enabling Environment 
Environment and Social Sustainability 
Infrastructure 
Value Addition to Firms 
Grand Total 

10 
4 
15 
11 
21 9,008,787 27% 
61 $33,353,492 100% 

Agribusiness 
Business Enabling Environment 
Education 
Environment and Social Sustainability 
Financial Sector 
Health Sector 
Information( ICT) 
Infrastructure 
Special Economic Zones 
Public Urban Infrastructure Developmer 
SME development 
Transport 

4 
4 
1 

15 
10 
5 
3 
6 
0 
2 
3 
1 

$664,602 
1,742,837 

63,000 
2,807,443 
5,881,804 

952,710 
697,000 

11,622,800 
0 

480,000 
3,825,156 
1 ,I 33,600 

2% 
5% 
0% 
8% 

18% 
3% 
2% 

35% 
0% 
1% 

11% 
3% 

Source: IFC 
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Table 

Indicator 

5,780 

Improved water source (% o f  
population with access 

Source: WBG Private Participation in Infrastructure Datt 

rable 4. Sector Distri 

Agribusiness 

Chemicals 
Construction & 
Materials 
Education 

Extractive 

Finance 

Funds 

Health 

Industrial 

Infrastructure 

Metals 

Plastics & Rubber 

Pulp & Paper 

Technical Services 

Textiles 

Tourism 

Trade 
iource: IFC 

ution of  I 

India 
FYO5-08 

6% 
8% 

4% 

0% 
2% 

19% 
5% 
4% 

2% 
40% 
4% 

0% 
4% 
0% 
I% 
0% 
1% 

C Investn 

India 
FYO 1-04 

2% 

6% 

9% 

0% 

5% 

29% 

0% 

0% 

8% 

24% 

4% 

4% 

6% 

2% 

0% 

0% 

0% 

IO6 - 
Brazil 

4,730 

95 

1,776 - 
90 

75 

68 

pase 

nts in I n d  

Brazil 
FY05-08 

14% 

3% 

0% 

1% 

4% 

48% 

4% 

1 Yo 
5% 

16% 

1% 

0% 

2% 

0% 

0% 

0% 

1 % 

middle 
income 

77 96 76 84 

and C 
China 
FY05- 

08 
3% 

9% 

23% 

0% 

3 yo 

30% 

7% 

4% 

4% 

10% 

0% 

1% 

6% 

0% 

1% 

0% 

0% 
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Goa 
ource: DIPP, Federal Ministry of 
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0.34 
Commerce and Industry, Government oj 

'able 5. Distribution of FDI in 1 

S T A T E  

Bihar 
Uttar Pradesh 
Madya Pradesh 
Orissa 
Rajasthan 
Jharkhand 
Chhattisgarh 
West Bengal 
Karnataka 
Andhra Pradesh 
Tami l  N a d u  
Gujarat 

Kerala 
Maharashtra 
Punjab 
Haryana ( incl Delhi) 

I FC 
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Idia, N O O - O S ,  by State 

Average share of FDI received 
FYOO-OS (YO of total) 

0 
0.02 
0.08 
0.13 
0.17 

0 
0.08 
1.68 
6.97 
4.5 
5.93 
4.95 

0.27 
32.0 
0.59 
18.2 
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Per capita net state domestic 
product (Constant 1999/00,000 

Rs Cr) 

7.6 
11.2 
12.6 
15.1 
15.4 
15.9 
16.4 
20.5 
21.6 
22.8 
25.9 
26.5 

27.3 
29.1 
30.2 
35.8 
47.5 

ndia 


