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PREFACE

BEconomic factors have an important role in present
international affailrs. aid and economic sanctions have
become a tools of diplomacy in Asia and Africa. However,
most of the developing countries of asia, africa and
Latin america have become victims to forces of neo-
colonialism in its varicus manifestations. The developed
countries used aid as an instrument in coalition-magking
and coalition-frustrating diplomacy in the struggle for
power in ord‘er to achieve political and economic objectivess
The developing countries of the Third world were in dire
need of aid to launch the process of development. Foreign
economic aid has not only been growingly used as an inst-
rument of diplomaci to achieve foreign policy objectives,
it has equally become an important tool of neo-colonialisme.
It signified indirect control of donor over the recipiente.
It is not only the big powers but alsc the small powers
are involved in this process. India it is argued no
exception in this regarde It is alleged that being a big
country large in size and more powerful as compared to
other South Asian countries, India is using aid as a
weapon to exploit small neighbours in South Asia. an
attempt has been made here to study whether India has used

ald diplomacy for influence or for economic cooperation.
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The study gives due weightage to India's bilateral
ald to Ssouth aAsian countriese In order to make it more
precise and specific, multilateral aid (under Colombo Plan)
is not taken into consideration. The transfer of finamce,
resources and technology to South Asian countries by India
(as the most developed among the developing countries)- is
an event of far reaching importance in international
economic relations as also the areas to which India is
extending aid are the ones which have largely lagged
behind in the race of technological developmentse This
study is donvinced that soon after attaining independence,
India started giving aid to South Asian countries as its
geographical position demanded it. an attempt has been
made to bring into the orbit of this study till the forma=
tion of SARC (South asian Regional Cooperation) .

The present study is based on primary and secondary
source material such as Annual Reports by the Ministry of
External Affairs, World Development Reports, World Bank
Countxy Study, Memoirs, Newspaper clippings, books, Jjournals
etc. It consists of five chapterse.

The first chapter deals with international economic
inequality, meaning of foreign aid and its approaches and
aid diplomacy -=— a prop of foreign policy of both super

and lesser powers. The second chapter focusses on Indigz's
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geographical location in South Asia and its'foreign
policy aims and objectives and also the new challenges
and opportunities in the region. In the third chapter,
an attempt has been made to study countrywise aid to
South Asian countries by India. Reasons behind India's
aid diplomacy are discussed in the fourth chaptere. This
chapter also deals w:'i.th the evaluation of India'’s aid
diplomacy concemingﬁ':he impact of India's aid diplomacy
in the South Asian countries and ef ficacy of her aid
diplomacy in the region. The concluding chapter highe
lights the major findingse
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CHAPTER I
AID DIPLOMACY THEORY AND PRACTICE

Since the end of world war II, the intermational
system 1s characterised by a great divide between the
natlons as East and wWest and the rich and the poor or
the developed and the developing (North South). The
developed and developing countries nexus is one of
dminance and dependence or centre periphery relations.
The former enjoy high prosperity and standazxd of
living as they have undergone the“revolution of
modernization®. The latter are newly independent
countries and confronted with the problem of absolute
poverty and trying to fulfil the rising expectations of
people.1 'Indeed our world is cleft into two on material
basis with permanent unegqual division. The North is rich

in resources capital and technical know-how with less

population. The South is poor in resources, capital and

1. Barbara Jackson, The rich and poor nations
(New York, 1962), pe36e



technical know-how except population.?

A cursory glance at the gstatistics of world
income digtribution would reveal an enormous gap exlisting
between the North and the douth. For instance, in the
industrially developed country of North, the per capital
G.N.P. (Gross Nation Product) is about § 3000, where it
is only § 300 in the developing South- (The Third World).
The significant fact is that the G.N.P. gap tends to
widen both in absolute and relative terms. The
industrialized west increased its G.N.P. by about 4.8
percent per annhum, as compared the developing ones, which
was about 5 percent per annum. This little increase in
G.N.P. wags neutralised by the fact that whereas the
population incrgase in the developed countries is about
1.3 percent, it is 2.6 percent in the developing countries.
Thus, the annual per capita income increase amount to say
3.5 percent or $§ 70 in the developed and32.4 percent or

less than $4 in the developing countries. Moreover among

2. ® For instance the vast amount of grain fed to cattle
in the United states 1s estimated to be sufficient
to feed 1.2 billion starving humans in poor nations."®
See for details article by N.B.Karunaratne, *foreign
ald and new economic order and basic needs® in a book
edited by Pradip K.Ghogh, New International Economic
Orders Third WOLLd Perspective (Us3.Ac:Crecinse
Press, 1984), pel36.

3. Shah M.Bijli, Development Aid (New Delhi, Shree
Publishing House, 1979), p.66.



the developing countries expenditure on research and
development amount to about 0.1 to 0.5 percent 0f GeN.Po
compared with 3.2 percent for the United States and 1 to 2

percent for the European .fst:av:;es.4

After the dorld war 1I, the basic features of the

new International system may be summarised as 3

(a) The attempts 0f the Great Powers mainly the U.S.A.
and the wWestern Europe to keep their dominant
positions and their aspirations to get maximum
advantage and perpetuate the gap between the rich

and poor,

(b) The challenge of underdevelopment faced by the
developing countries and therefore, the need of
these countries to get capital and technology from

-the developed countries.

(c) Interdependence of national societles; politically
economically and technologicallye.

As early as 1958 Jawaharlal Nehru, the Prime

Minister of India observed g

The essential cleavage in the world today lies
not between communist and anti-communlist states
but between the nations enjoying a highly developed

4, David H.Blake and Robert s.walters,The Politics of
Global Economic Relations (New Jersy, U.,s3.A;, Englewad
S, 2 Pe . -
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industrial economy and underdeveloped nations
struggling to survive.(5)

The developing countries right from the beginning
were conscious that the mobilization of economic resources
was absolutely essential to meet the challenge offgiﬁBlop—
ment, That is why first at Bretton Woods and finally at the
new United Nationsg thqy‘attenpted to modify the progress
and plans of North to incorporate the goal of economic devel=-
opment.6 It is almost certain that economic resources gener—
ally are not available in sufficient measure within the
developing countries at the beginning of the development
process. So.to cater to their developmental needs they
are compelled to rely on foreign aid. 1In their perspective
foreign aid is an important instrument to bridge the gap
between the rich and the poor. However, contrary to it
the developed countries have tended to use aid as an instru-
ment to achieve their own economic and political objectives
to mintain their position of political domination

and expand their economics. They consider aid

S M.Bedjaoui, Towards a New International Economic
Order (New Delhi, JBH Publisher, 1083), DP.34.

6. Joan Edelman Spero, The Politics of International
Economic Relations (UK, George Allen and Unwin, .. -,
s D1 .
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as a diplomatic device to influence or maintain their

presence in the newly independent countries of the South.

Meaning of Foreign Economic Aid

Al though international flow of economic assistance
is not new. The forms and purposes of aid in the present
international system have assumed new dimensions. The use
of finance in diplomaqy has long history. Some transactions
that find their way into aid are little different from
thdr earlier coﬁnterparts {such as reparation).7 The new
element today is the active participation by government in
support of areas for which they have no direct political
responsibility. Besides this, aid in the form of direct
transfer of funds from one independent government to another

with the intention of helping the recipient country is new.

Foreign economic aid constitutes transfer of capital
goods, éervices and technical know~-how from one country to
another on concessional terms i.e., more favourabhle terms
than those obtaining concurrently in world capital market
stock. Economic aid according to A.J.P.Arnold

The flow of resources from the industrialised

countries to less developed countries - on one
extreme, it is narrowly interpreted to mean grants

7. J.M.D.Little and J.M.Clifford, International Aid
(Londn, Allen and Unwin, 1965), p.21.
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and long term loans for economic purpose. But
at another extreme, aid is defined as including
virtually all aspects of edounomic rel ations

between the developed and the developing countries,
not only grants but also investment and trade.(8)

Foreign economic aid is definel as concessionary
transfer of resources from one government to another, It
can take the form of goods (equipment and food) or finan-
cial funds or technological expertise on concessionary
termas.9 It is a part ot the total resource inflow into
an economy. It is called aid because it is not determined
by the same principles which govern the autonomous flow
of trade and capital. Foreign economic aid is different
Irom private trade and private foreign investments which
are based on market incentives rather than concessionary

terms and often don't involve government as actors.

Aid and trade are both apparently econonic variables.1

Aid reveals the thrust of the donor into new political -

8. A.J.P.Arnold, Aid for Development -~ A Political and
Economic Study (London, Ty PeTo

9, Klasus Knorr, The Poli tical Econo of International
relations (New York, 1975/, p.Iﬁs.

10. Richard van Atta and Dale B.Robertson, "An Analysisg
of Soviet Economic Behaviour from the Perspective
of Social Field Theory" in a book edited by Satish
Raicher and Craig Liske, The Politics of Aid, Trade
and Investment (New York, 1076J, Ps17e




diplomatic sphere and it constitutes an unrequited transfer.
But trade transforms domestic resources into exports, foreign
exchange and imported foreign resources. Though both are
instruments for exercising power internationally, but

there is diference between the two. While the aid seems

to provide funds to attain specific growth target which
generally fails to materialise. Consequently the debt .

of developing countries keep mounting at an exponent. rate,
Trade, on theother hand with a growing capacity to

substitute domestic production for imports enables the
developing countries to grow without the help of concessional

finance. i1

Form £ Economic Aid

Foreign economic aid is not sufficiently homogenous
to be dealt with in a single category of al location, It
can be of various forms. The word aid or assistance refers
to flows which qualify as official development assistance

i.e. grants and loans s

(a) Undertaken by the official sector,
(b) For promotion of economic development with welfgre
as a main objective, and

(@) at concessional financlal termms (of a loan at least
25 percent of which is a grant element) .

11. Lester B.Pearson, Partners in Development (New York,
1969) ’ p0800




In addition to financial flows aid also includes
technical cooperation. It comprises grants (and a very
small amount of loans) to nationals of the developing
countries, receiving education and training at home or
abroad ané to defray the cost of teachers, advisers,
adminlstrators and similar personnel serving in the

dev eloping countries. 12

The fundamental aim of all such assistance is to
strengthen the power position of the donor and alse t
raise the level of ocutput by changing and improving
the methods of production in the recipient country,
Morganthau has classified aid under six categories i.e.
humanitarian foreign aid, subsistence foreign aid,
bribery foreign aid, prestige foreign aid, military

foreign aid and foreign aid for economic development.i’

12. Desmond D.McNeil, Contradictions of Foreign aid
(London,Groom Helmy 1981) , p.9.

13, B.J.BsKrupadanam, 59_9_@_2;&#01’,@% (Delhi, Lancers,1985),
P.20 and also see Hans Morganthau, in George Lyka
The New Statecraft . (Chicago Aldine Publishing
Company, 1966) , pe 1%



Irkgespective of its natufe, aid can be of various

forms as shown below
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Objectives of Foreign Economic Aid

The principle aim of foreign economic aid is
achieved to three broad objectives (1) to supplement
domestic savings of the recipients, (2) to make available
additional supplies of foreign exchange and (3) to
facilitgte transfer of technologies. The receipt of
economic assistance, help the developing countries bbtain
the necessary tempo of their economic development.

But at the same time the developed countries also derive

certain advantages which are by no means less significant.
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To the latter aid is an embodiment of economic power.

However, the supply of foreign economics aid provides a
useful channel between the developed and developing

countries whereby both the transacting parties seem to
gain. The basic objectives of foreign economic aid can
be divided into short term pay offs and longer terms pay

offsl? which are as 3

Short Term Payoffs

(a) To stimulate additional commercial exports,

(b) to get rid of burdensome surpluses,

(c) to stimulate the foreign production of raw materials
(@) to preserve abroad a favourable attitude toward

foreign private investment or to promote the
development of public overhead capital that encourages
such investment,

(e to compete for political influence in the donor
or against rival states, |

(£ to gain the friendship of the donor state,

(g) to consolidate the position of a go¥ernment or
regime that is subject to econocmic pressure, whose
preserxrvation isg politically favourable,

(h) to project internationally the image of a country
that cares about world poverty.

14,  Klaus Knorr, n.8, pp.169-170.
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Longer Term P voffsg

(a) As poor countries become economically more
developed they will offer richer export markets and more

attractive fields of foreign private investment,

(b) 3imilarly as the economic capacity of the poor
countries steadily improves, their governments and regimes
become more secure domestically and their own capability

to resist external aggression is enhanced.

In addition, however, long term expectations also
involve benefits in terms of the entire international

system which are given below

(1) As poor countries become economically well off,

their behaviour will become less disruptive and more stable

and peaceful.

(2) The economic growth of the destitute countries is
also expected to produce a more congenial world environments

in terms of institutions and policies.

Thus, foreign economic aid has given a new dimension
to the economic and political rel&ions between the developed
and developing countries. It has become an issue of
maintaining lnternational diplomacy, national prestige and
political exped.i.enc:y.15

15. Bepin Behari, Facets of Foreign Aid (Bombay, Vora,
1963) [ p. 340 .
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Approaches of aid

Foreign economic aid never have come into the
world without its appeal to both natdonal and transnational
interests. During the later yvears of world Wdar 11, economic
content of national interest emerged prominently .and
foreign aid was being used as an operative substitute of
total war by the Super Power. The function of aid is
visualized to strengthen and increase power position of
the super powers., Moreover, the nevWwly independent Afro -
Asian countries with severe problems of underdevelopment
or due to emergence of economic nationalism in these
countries perceived aid to fulfil their basic needs and
aspirations to get rid of the vicious circle of poverty by

modernising their economies and societies. As Holsti puts its

Economi ¢ growth and technological progress are

among the main national objectives of developing

countries not only because they are necessary to

sustain increasing population kut also because

they are symbols of modernity and nationhood. (16)
There is a controvery over the real function of aide Some
are of the view that aid will lead to development while
others consider that it will lead to dependency. Hovever,
the concept of development itself has been . .variedly

interpreted and defined. Generally, development is seen in

16, Quoted from Sushila Agarwal, 3uper Powers and the
Third woIld (Jaipur, Aalekn PUDLTSTErS T9ESI-pes
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the developing countries as the economic continuation
of the political struggle for independence. For them
it is an important means of creating a new national

identity or breaking up of old restrictive ties.” The
concept of dependence originated as a critique of development.

The Brazillan social scientist, pos Santos has
affimmed that

EK dependency, we mean a situation in which
e economy of certain countries is conditioned

by the development and expansion of anoth :
elc;onomy to wh?gh the forﬁper s subjected.eila) .
Thus, taking into account these concepts of
development and dependency one could talk of two approaches
to the study of Ald which of course have different
implications for functions, scope and meaning of aid. They

are

(a) The liberal approach

(b) The non-1liberal or Marxist approach

i) The Classical Marxist approach ; and

ii) The Neo-Marxist approach

The Liberal Approach

According to the liberal approach, the cause of
underdevelopment of the periphery (South) is primarily

A
the intenal economic stagnation on account of inefficiency,

17. Lester B.Pearson, n.10,p.5.

i8. Chilcote, Theorles of Cmngarative Politics: The
Search foxr a Paladigm (UoA, Westview Press, i981),

Pe 296,
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incompetence and disorganization. 1Its exponents argue

that the process of economic growth is restrained by

low rates of production, inadequate savings or foreign
exchange and insufficient capital investment., Lack of
technology and social wastage etc. are:also held responsible
for it. External financial assistance, it is felt will

£ill this resource 'gap and make growth possible. Capital
assistance and technical helpzlt;g improve the use of both
domestic and external capital or resourcés in the recipient

countries. It will also enable to create the conditions

for self sustaining economic growthe.

To liberal economic analyst, self-sustained growth
implies that sustained growth can be achieved for a time
with concessionary assistance, but not necessarily wikhout
it. It might also mean that without concessionary aid,
growth could be maintaiged but at a very low rate.19 To
them, ald consisting of transfer of capital and technical
know=-how gn concessionary or easy terms is development
assistance. The exact nsture of the development assistance

package depends on the conditions in each recipient country.

19, Raymond F.Mikesell, The Economics of Foreign aAid
and Self-Sustaining Development (!.Ié‘ul\,wle:;t:vxi ew,1983),
p0550
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They consider that development is a linear process

in which every country’s economy passes through certain
stages. For instance, Rostow's familiar historical
stage development hypothesis envisaged the fol lowing
stages &

(L) The traditional Society; (2) The long period
during which economic and social preconditions for

growth are evolved; (3) the relatively short period of
the take-off into self-sustaining growth; (4) the rapid
rise to maturity; and (5) the era of high mass consumption
or alternatively high social investment in military and

space machinery. 20

The important thing in Rostow's appXoach is to be
found in her third concept of take off as a unigue stage
in a historical development which requires three related
conditions :

(a) a rise in productive investment ;

(b) the development of manufacturing sector with a high
rate growths and

(o) the existence or rapid emergence of a political,
social and institutional framework with a capacity

to mobilize cagpital from domestic sources.

20.  Rostow's original formulation appeared in “The Take
Off of Self£sustained Growth®™, Economic Journal,

March 1956, pp.25-48.




Thus the third concept i3 esgsential for the growth
process which is hampered by a shortage of capital,
resources and low productivity or output, Rostow, thus
suggested that domestic savings or shortage of capital
during the take off period could be supplemented by
capital imports as to increase the level of investment

required for the increase in the growth rate.

The Chenery Strout model became popular and was
broadly used as the baaesfor both the administration of
foreign aid programmes in individual countries and the
egtimation of global aid nhecessity. It combined three
concepts (a) the skill limitation (the capital absorptive
capacity); (b) the gap between domestic investment
required 0 achieve a given rate of economic growth and
domestic savings:; and (c¢) the gap between foreign exchange
requirements to sustain the prescribed level of domestic

investment and the country's foreign exchange ea,rnings.21

A country's progress towards the goal of self-
sustaining growth at given target could be consgstrained
by three factors (a) the skill limitation; (b) the saving
limitation; and (¢) the foreign exchange limitation. It
was argued that foreign aid could play a role in alleviating

21 Chenery Strout, “"Poreign Assigtance and Ec
‘ Dwelggmenrg, f\n_l_grgcangEconomicaﬁji?e_w;_. Se?a%??igés.

pp. 679- 7230




17

these constraints and could promote the level of
investment necessary to achieve eventual sel f-sustaining
growth. 1In addition, countries would need to take
appropriate measures with the help of foreign assistance
to remve internal obstacles for raising imnvestment to
the required level.

Besides self sustaining economic growth, there is
another approach of aid known as the "basic human needs®.
The basic elements of this approach are (a) greater emphasis
on increasing agricultural output in rural sector; (b) the
adoption of technologies that increase employment; (c) more
equitable distribution of social progress; and (d) an
increase in education and training with special attention

to opportunities for the poor.22

It is neither an anti-growth approach nor simply
a wel fare programme because its objective is to increase
employment and producti_.vity in the poorest sectors of the
economy. The liberals consider economies of developed
countries as service oriented. Increase in production and
employment in their view lead to economic growth. This is
lixely to have important political consequences by providing
a constructive outlet for nationalism, encourage social
progress, develop political leadership and encourage

confidence in the democratic processe.

22, Raymond F.Mikesell, n.l3 = .o Pe28,
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The liberals even emphasize international political
economy and accept that mul tinational corporations have
created linkages among nations and-the& generate a specific
theory of international development. The mechanism of
transfer of capital and technology is the same but the actors
here are multinationals instead of governmeuts. To the
liberals the role of foreign aid is to bring out change
from economic stagnation to self-sustaining growth in the
developing countries. They hold that the cause of the under-
development of periphery is mainly because of internal
stagnation or sluggishness and its cure is outside help
from the developed states in the form of concessionary aid
which is an instrument to speed up the process of develop-

ment of the developing countries of the Third World.,

To conclude this discussiob of relative roles of
extefnal capital and domestic policies in development progress
one is tempted to quote from an article by Gustav Ranis, the
formexr Chief of the Bureau for Programme and Policy Coordi-

nation of AID

But perhaps the most important among the not

so subtle changes in less developed countries
{(LDC) policy attitudes is the growing recog-

ni tion of what increased participation in the
world economy via trade, capital and technology
imports, can and cannot be, Such participation
can and give substantial help to any development
effort.... it provides a system with addi tional
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options, resources and flexibility.... but the
basic issue of whether society's development
goels will be attained is likely to be
decided at home, If an effort is being made
to alter the domestic parameters, foreign
capital can of course be helpful in effecting
the often painful transition; it can alse
help enable this system to preserve on the
old tracks a bit longer. Either way, the
impact is marginal; there are strict limits
on what the rest of world can do to affect
the performance of typical world econhonmy.

Af ter years of overselling impact of foreign
aid and foreign capital; everyone now has

& healthier more realistic view of the
problems and limitations.(23)

Marxist Appreoach

Marxist approach is just opposite to the liberal
one. It considers foreign aid and technical assistance
as nothing but mechanisms of the developed west to extract
weal th of the developing countries. Aid giving has origi-
nated for the éo?called purpose of promoting economic
growth in the developing countries in order to make
themself self-reliant. However, in retrospect, aid has

made the recipient less developed and more dependent on the

23, Ibid., p.22.



developed donor countries. It is generally known as
dependency approach and can be divided into two (a)

classical Marxist approach; and (b) Neo=-Marxist approach.
Classical Marxist Approach

Marx believed that the penetration of capitalist
modes of production into the Third World' \ijaa historical
progressive process as it represented a clear, social and
economic advance over feudal and other pre-capitalist
modes of production which it swept aside. The core
proposition of Lenin’s theory is that the pressure to
expand overseas which led to “grab of colonies” was
an expression of the economic imperatives of mature
capitalism. According to Lenin “Imperialism is quite
simply the highest stage of capitalism®. The enevitable
crisis of capitalism arise out of the tendency for productive
capacity of industrial capital to outstXip the capacity for
congsumption of the mass of the population- this being
limited by low wages. The problem of ®excess capacity or
surplus capital*® arise and}:an be resolved by exporting this
capital to the so=-called backward countries. This also
necessitated political protection for the new foreign markets,
investment and raw material sources.colqnia.l_' annexation

sexved the purpose., while keeping rivals out and thereby
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make these colonies dependent upon capitalist system®, 24
The Radical HMarxist believe that the western
countries had development not by the laws cof market but
by a particulsf sequence offlorld conquest and land occupation.
The radical theory of development fundamentally disagrees
with the conventional (liberal) viewl‘agading both the cause
" and cure of underdevelopment., To them, the cause is
international exploitation by the developed friends and
cure is a fundamentil change in international relatinns.zs
Radical theorist claim that the causes of underdevelopment
are external in origin, Accoerding to them, the developing
countries sell raw materials to the developed countries and
purchase manufactured goods in return. The prices of
primary products don't rise tv the extent as the prices of
industrial goods have gone up. when the unfavourable balance
of trade is on increase the third world countries have to
depend on the developed countries and the dependence is ﬁi%c\\

!

perpetuated. m

Radical critics contend that aid cannot encourage
development because it is designed to perpetuate and

increase under-development. In their view ald stunts

24. Andrew Mack, David Plant and Ursula Doyle,Imperialism
Intervention Development (London, Croom HeIm'E, 1979) .

Pp.5=7.

25, 3.Rosen and #,Jones, “The Radical Theory of Development,
in a book edited by AndreWw Mack,David Plamt and Ursula
Doyle, Imperialism, Intervention and Development (London,
Groom Helm, 1979) , pp. 246—248.

o R ey
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agriculture, encourages trade, and investment and reinforces
the dominance of exploitative southern elites. For instance,
industria) .development is dependent on exports (which generate
currency to buy capital goods). Exports of the developing
countries are controlled by the caplitalist elites which in
turn is tied to foreign capital (as they remit their capital
abroad) and controls the marketing of exported products. Thus
foreign aid does not lead to sccial welfare rather seem to
increase the unequal distribution of income in the developing
countries, National income gets concentrated in the hands of
few, They stress that “The development of capltalism in the
Third World is impossible except as a distorted and feeble
caricature of the western capitalism®, In their view the
net flow of resources is not from rich to poor but from poor
to rich. The Third worlqﬁountries given economic aid to the
west anqﬁot vice versa. The radicals consider that foreign
ald grettly accelerates the development in the developed

countries.26

According to the structuralist approach, international
political economy is gearing the structures of dependency and
éominance. The economieébf the °’periphery® have evolved in

such a way that they can meet the demands of the 'centre'.27

26, Andrev Mack and Richard Leaver "Radical Theories of

underdevelopment, An assessment in a book edited b{
Andrew Mack, Davié Plant and Ursula Doyle,"Imperiallsm

Intervention and development (London,1979),p.e58.
270 Sﬂﬁhilla;\garwal, n.lG, p0140

s
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The underdeveloped areas were suppkessed and controlled
by the 'centre' thereby reduced to the supplier of cheap
raw materials:for the industries of thecentre i.es. developed

countries,

The structuralist thinkers consider that aid does not
transferm the south and therefore has little impact on
Northe-south relations. Rather aid simply becomes a new
fieature of economic dependence. Under which economic
decisions are taken beyond the developing country's boundary
and thus outside its ~::ox'nt:rc>.1.28 30 the dependent countries
are unable to exert any substantial influence on the
basic decisions affecting their national economy. According

to Furtad =

Initially dependengy relations weee based on the
intermational divislons ¢f labour in which the
dominant centres resexved for themselves the economic
activities leadiny to the concentration ¢£ technological
progresse (29)
Pulado' s emphasis is on the need to study the
structures of the world economy as entirely within which
the developing countries are sub-systems. No doubt, in the

years following world war 11, dependene has been maintained

28, ReMack and R.Lever, “Rauical Theorlies of DLevelopment®
in a book ed. by Andrew Mack, David Plant and Ursule

Doyle, Imperislism, Inervention and Development
(London, Croom Helm, 1979}, pp.zso-zﬁ."""‘g‘—

29, sunil Kumar 3ahu, "A Critique of the Theory of
Dependency"”, in Man and Development (Chandigarh,),
Vol.7.n0.4. Dec.,1985, p.135.
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by controlling the‘assimilation of new technolog_ies through
the establishment of prodctive activities within the
dependent developing countries, all under the control of
groups incorporated into the dominant economics. All
Marxist either radical or structuralist view that aid

creates a state of dependency.

Ne®-Marxist Approach

Neo-Marxism adds another dimension to the structural
dependence approachs applicetion of the#iarxist class
analysis to contemporary capitalist impeféalisme Neo-
Marxism is that subject of Marxists thought which attempted
mainly since 1945 to come to terms with the now notorious
paradox of Marxism's practical success in underdeveloped
areas. Neo=-Marxism is that Marxism which represents °the
absorption and adaptation of Marxists principles to the

concrete and specific problems of the hundred=odd countries

of the Third World.

According to Neo-Marxist, neo-colonialism is ap
adaptation of colonialism to a period without formal
enpires. Under Neo~colonialism, most Third world nationsg

have become dependent on the international economic system

30. Se.Kubalkova, International Inequality, Chapter III
The Third world Dependency and the new International
Economic Order (London,1981), ppel01-104.
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dominated by the western capitalist powers for markets,
techno logy, financing and even basic food stuffs to such
a point that these less developed countries may be called
*hooked's They canmot do with their dependence, but just

as well, they cannot do witbout it.3 1

A great theorist Palma quotes 3

One (permanent in Marx*s and Engles writings)
involves plunder (of wealth and sloves) and
export of capitalist manufacturers to the
peripheral countries. The second (uppermost in
Lenin®’s writings) involves export of capital,
competition for supplies of raw material and
growth of monopoly. The Third involves more
complex post=colonial dependency (32).

Neo=-Marxist hold th&t t.r.;e causesof underdevelopment
could vatiously be attributed to the world capitalistA
economy i,e. modern capitalist imperialism., It comprises
"a complex of private corporate policies, supplemented by
induced governmental support, seeking to develop or secure
sources ofﬁaw materials and food, secure markets for
manufacturers and secufe outlets for both portfolio and
direct capitalist investment".33 The expanding and
deepening of world capitalist economy will lead to slow

down and to control the development of underdeveloped country.

31. Tony Smith, Anti-colonial Nationalism and vWestern
Response in a boo ed by andrew Mack, David
Plant and Ursula Doyle, Imperlalism, Intervention
and Development (London.'ﬁ%;. p.§0.

32. P.W.Preston, Theories of Development (London
1982) , p.212.

33, A Kublakova, n0300 pp0101~1040
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Baran, the first ever Marxist, who attempted a full

examination of the effects of capitalism on underdeveloped

countries said s

The imperialist powers protect a feudal
mercantile order, therefore, the wealthy
classes in the peripheral countries are
g:evmted from developing into a middle class
dustrial bourgeoisie, which could create
local national capitalism. The resulting
social order tends to come under the control

of a coalition of wealthy compradors® and

large landowners who together with educated

salariat, from the part of structure through

which the bulk of surplus is assured to the

transferred to the ‘centres' even after the

colonial rule is over.(34)
The Neo=Marxist consider multinationals as an instrument
to extract huge profit from the developing countries.
They create a satellite class in the receiving country
by giving higher wages and salaries to a few persons
who are tied to multinationals. These companies thwart
all local enterprises which perpetuates dependence on

the developed country.

That the dependence inhabkits the development of
the developing countries has been one of the main points
of agreement between the Marxistand Neo-Marxist theorists.
They view that aid is ineffective as an instrument of
development, Rather it 1s a new form of dependence on
the developed countries. It creates a stage of indebtedness

in the developing countries as they are continuously having

34. Sunil KumarX Sahu, n.29, pe.l139.
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a deficit balance of payment because of unfavourable
balance of trade. Their capacity, to save is also very
little. Economic imperialism nurses its ugly head in the
guise of alid. Teresa Hayter remarks s

Aild has never been unconditional transfer of
resources and usually conditions attached to

aid are clearly and directly intended to serve

the interests of gov ermnments providing it. (35)

Inspite of disagreements between the liberal and
Marxist approaches about the cause of underdevelopment of
the periphery or South, both agree that development is
needed in south (Third wWorld countries). Political
realist Hans J Morganthau accepts that aid is used in
different circumstances in different forms but the basic
function of all types of aid is political.36 EdWward 3.
Mason, accept the fact that foreign aid is an instrument of

foreign policy. He observes s

It is hard t© find any developed country which
gives aid to developing country with a purely
disinterested desire to help the less developed
countries. Aid is useless unless it can be
assumed there is a strong community of interest
between aid giving and aid receiving countries.37

35, Teresa Hayter, aAid as Imperialism (London,1971),p.4.
36. Hans Morganthou in George Liska’s The New Statecraft

(Chicago,Aldine Publishing Company, 1966) ,p.1X.

37, Eqward s.mson,m%}%mywm
(New York, Harper an W, ePe 4o
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Whereas developing countries need aid because of their
internal and external compulsions, internal stagnation,
lack of technical know how and their exploitation by
capitalist countries for the donor countries it is
aimed at to improve their position in the global balance

of power.

Ald Diplomacy as_an Instrument of Foreign ®Policy

Poreign policy a series of actions and inputs
that a nation state makes use of for influencing the
behaviour of other states and also for the protection
of its perceived goals. The economic ingtruments including
ald serve as a powerful tool in the achievement of these
goals. Alid diplomacy comprises a whole range of activities
involving use of material and human resources for the
achievement 0f the ends of foreign policy of the donor
country., The donor exercises 'leverage® so as to induce the
recipients to act in certain way favourable to donor's

interest. 38

Ald has also been used as an outlet for surplus
goods and has invariably been used by the donor states for
putting pressure on the recipients or for building up
strength vis-a-vis its opponents. Foreign policy decisions
of economic dependencies or recipients congtitute what

Rosenau calls "adaptative behaviour" i.,e. adaptative to

38, Desmond D.McNell Contradictions of Foreign aid
(London, Croom Helm,l1981) ,p.27.
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pressure exercised by forces within and without policy. 39
It is very difficult for the developing countries to achieve
independent economic development by getting rid of economic
subordination. National policies of donor countries

with respect to foreign aid differs éonsiderably as they

are rooted in political policies and historical relationships.
Ald as an instrument of foreign policy implies that foreign
ald programmes are shaped with the interests of both the
recipient and déncr countries. The attempt ¢f donor to
promote material advance by the supply of external

resources tends to influence values and indeed the

developrmet process of the rec:ip.’tem:s.4o

aAid involves much more than economics, since it is
an important instrument of foreign policy. For the donor
countries aid presents subsidised markets in the recipient
countries. Its prospects and provisions have undoubtedly
influenced them., The recipients may or may not have wished
to adopt such policies (supported by donors) in the absence
of foreign aid. But in order to avoid donor’*s influence,
the receiving countries prefer to obtain assistance from

several sources rather than excessively dependent on one.

39 N.R.Richardson, Foreign Policy and Economic Dependenc
) (New York, Tex;s,ﬁaz ¢ Debe z

40, B.Ward and P.T.Bauer, Two Views on Aid to Developing
gguntries (Boml.aay. Véra. 1968) , Peo3e —



It is unrealistic to expect that the donor
offers aid purely on humanitarian basis (however one
cannot rule out the existence of humanitarianism as an
element). It may perform a political function in the
sense that it is likely to influence the attitude of
the recipient country towards donor either for worse and
better. Moreover, foreign aid doctrine in the recipient
countries while often broadly in accord, with the immediate
objective of the dnor is usually based on entirely
different philosophy of aid from that held by the donor.
Recipients may regard aid as an obligation of the rich
countries and a right of the pom:'r.:oun't:xr:i.e.*s;.'u In facst
they often consider aid as the compensation paid by the
former colonial power for exploitation of their resources.
No doubt, the reipients have suspicion and resentment
towards aid diplomacy of the donor countries but still they
are accepting aid in order to fulfil their immediate

Tequirements.

Ald bears a duble stigma i.e. the stigma of
charity and suspicion. The selfish ihterests of the donors
may be just as much economic and political. wWhile the

41 Raymond E.Mikeghell, The Economicg of Forei
add (London, 'dej.denf;ﬂ.d ﬁIcloson.Tgsw ¢ Do IT@'
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recipients of aid are certain to approach its utilization
with political and economic considerations in mind. aid
as an instrument of foreign policy exists because the
governments of the developing countries think they cannot
achieve economic development of their own whereas the
developed countries think they can dominate over these
dev eloping countries by giving aid. In principle, however
relatively little effort has been made in donor countries
to analyse the relationship between foreign aid and
foreign policy, But still old maxim has much validity s

“He who pays the piper calls the txme“.42

Foreign aid has always been a bulwark of diplomatic
effort. It is by and large now agreed among scholars of
international relations that aid is a vehicle for the ends
of the donors who must gear their aid programs to pursue
foreign policy goals even though the superficial objective
might be self~abnegation or self abandomment. It may be
pouched in phrases such as "service of humanity", helping
mankind or sharing "economic benefits®. 43etc. but its real
objective could be entirely different. aid for recipients
has become a new feature of economic dependence and a

symbol of economic weakness because aid has altered neither

42. T.A.Balley, The art of Diplomac The Americ
merigg_ce' (N€¥ YOoIK, "19'55%‘13!.'%99"". nomesan

43, Dewan Chand Vohra, India's Aid Dip omacy in the
Third World (New Delhi, vVikas Publishing House,
T980), D. 2.
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the distribution of wealth and nor even lead to growth,
However, the social-economic climate of international

arena has made ald an instrument attractive to donors as

well as recipientse

Aid Diplomacy by Big and Middle Powers

aid diplomacy has been practised extensively by
superpowers, middle powers and lesser powers depending
on their natural resources and level of economic development
in order to promote their national interest and keep
their influence, status and prestige in the worlid. aid
has become an instrument of influence ever since the
cold war started between the USA and the Soviet Union soon
after world war II. Boththe USA and the US5R perceived
aid as an ingtrument of influencing the underdeveloped
economies of the Third world which are either friendly
to their ideology, or atleast not friendly to other gige.
Though both of them want to gave the world from hunger,
want and destitution, neither is prepared to act accordingly.
They have defined all issues in accordance with their
idevlogical, strategic and politico-economic interestse.
While most or the colonial | structure crashed after World War
11, the developing countries are determined to throw off
the remalning shackles of economic stagnation by transforming

their traditional economies into modern one. GConsequently,
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the revolution of rising expectations is taking place.
Paul G.Hoffman has rightly analysed

seein all probability there was always
something smouldering unrest but it did

not brust into fl?me until the advent
of world war 1I, 44?

From the mid 1950°'s the less developed countries
are becoming more numerous and outspoken and somewhat more
united and specific in their demands for international
economic reform. The Northern countries accept their demands
when the developed market economies begin to perceive a
threat to their traditional position of political dominance
and security in the developing and the least developed
countrles. Moreover thquA has expanded its security
interests to certain parts of the South, particularly to
the bordering states of the Soviet Union and the Peoples
Republic of China and to certain Middle East countries.
They also began a fairly significant assistance programme
to the 8outhern countries.

The link between development and national security
as a part of American foreign policy emerge only when
Soviet Union pose a threat to the Third #orld., Aas Khruschchev
announced that competition with the West was to be
expanded to less developed countries. In 1956 Khruschchev
announced a new Soviet Policy in the Third wWorld i.e.

44, Quoted from Sushila Agarwal, n.l16,p.19,
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These countries although did not belong to

the socialist world system, can draw on its
achievements in building an independent national
economy and in raising their people’s living
standards. Today they need not go begging to
their former oppressor for modern equipment. They
can get it in the socialist countries, free from
any political and military obligations. (45)

In the super power view, however,the question has
not been whether developing countries will be able to
induce economic growth; rather it is what political and

economic measures will be undertaken to ensure growth,

American Aid Aims

At the end of World War II, the USA found itself in
a historically unique situation as it was much better off
economically than at the beginning of war. However, at this
time the economy of European countries was in bad shape. The
USA provided economic assistance to the countries of Westemn
Europe to reconstruct their war‘devasted economics under
Marshall plan. This Iwas considered essential to contain
communism. Later on, under Truman'’s point four programmes
( the policy of the Us to aid the efforts of the people of
economically underdeveloped areas to develop their resources
and improve their living conditions) - developing countries

were also included in order to contain communisrm from Asia.46

45, Joan Eldeman 3pero, 306,901540

46. Goran Ohlin, “Foreign Aid and Policies Reconsidered

(Development Centre o € Urganisation for EcoOnomic
Cooperation and Develcpment f%&".‘Df Pars,Feb, ,1966) ,

PPe S 16,4
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As the Korean war brought Asia into sharper focus. So
ideological it may be contended that the political and
strategic_cénsiderations shaped US aid policy in the

Third World. Soviet entrance into the field of foreign
aid as competitor of the USA was startling and worrisome
for many American officials. American conviction that

the Soviet Union could not compete in the field of aid

was shaken. Thus competi tion with the Soviet Union became

a pnew and an important inference of American aid.

Gommunism as 8 manifestation of equality of status
became an alterpative for the people of the Third World
countries who are trying to speed up the process of nation
state building and also economic development. To the
Anmerican officials however, aid as an instrument of foreign
policy is»best adopted to promote economic development.
Developmgnt is not an{end in itself but_it_is a critieal
element in the American foreign policy i.e. in most countries
some progress in the economic sphere is essential to the main~

tenance and growth of free non-communist bloc. President
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Kennedy said in 1961 that

Foreign aid is a method by which the United States
takes a position of influence and control around
the world and sustains a good many countries which
would definitely collapse, or pass into the
communist bloc. (47)

The USA invariably gives aid to the private sector.
In doing so it is aimed at spreading the ideclogy of
democratic institutions and capitalism. It also aims to
influence the process of political and economic development
of the Third World. President Ronald Reagan in his state

of the Union adlress to the Joint session of Congress on

26 January 1982 said :

wWwhen radical forces threaten our friends, when
economic migfortune creates conditions of
instabilit¥. when strategically vital wers of
the world face under the shadow of Soviet power,
our response can make difference between peaceful
change oXr disorder and violence, That is whey we
have laigd Etre s not gnly over defence but on

our vital foreign assigtance programme, Your
recent passage Of foreign assistance act as a
sequel to the world that America would not shrink
from making investments necessary for both peace
and security. (48)

Soviet Ald Aims

The Soviet Union hopes through aid to create a
world which is predominantly pro-communist, Pro-Us3R and

anti-western in its mode of thought, behaviour and

47. Quoted from book, Sushila Agarwal,n.16,p.21.

48. Murlidhar Dharmdasani, Politmg% Economy of
Foreign Aid in the Third world (Varanasi,i984),p.19.
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obligations. It considers foreign aid as a means to
strengthen international commnist unity and for that it
has virtually became an active contester with the Usa for
mastering the support of the Third world countries, 1t is
the pursuit of this objective that terms of ald are

quilte soft as it is repaid in local currency. Moreover

the Soviet Union mainly gives ald to public sector. V.

Panov in her book The Economic Weapons of Neo~Colonialism,
puts it as v

Development of the state sector exerts a beneficial
effect not only on the e€conomy but, also on the
political life of the developing countrieg. The
growth frustrates the neve-colonialist plans,

restrict domestic private capital enterprise and
exerts a favourabl% impact og the aligm%ent of

class forces in the country. As national

industry develops, the ranks of the proletariat

grow and rally the progressive forces of the

nation, checking the onslaught of internal and
external reaction. (49) ’

The Soviet, is motivated by her urge to draw the
less developed countries away from the hold of the
capitalistic bloce It also helps them to live and
develop independently along with the non-capitalist path.
3oviet aid programmes are so planned that in the long run,
the class structure of the recipient countries is bound to
change and structural changes in the international system

are also envisaged. The Soviets want to strengthen their

49, V.Panov, The Economic _WTe_g ns of Neo~-Colonialism
(Moscow, 1972), pp.100=~ OEIJ.
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position by preventing Third wWorld dependence on the

western bloc. Agaln Panov says s

£

ic ti existing betwWween the
ggéfgﬂ%teggﬁ" éveloging countgies play an

important part in the struggle, the latter

are waging against the n colonialists for
their xgxatgongl economic mependence. ?50)

Tﬁe Soviet economic assistance appears to be relatéd
for more to support ideologically compatible allies, the
search for strategic benefits and building up the
foundations for future political influence. The point
was cleared by the Soviet leader Leonard Brezhnev, He said

The Soviet Union will strive to help the people of
the newly indpendent countries to solve the
problems of their economic development. Assistance
of the kind lessens the dependence of the youny
state on imperialism, monopolifs and furthers the
consolidation of the anti-imperialist front. (51)

Both the USA and the USSR hope that economic aid
will condition international environment by making it
conductive to their respective concepts of desirable social
political and economic progress. when viewed in terms of

long range motivations both the Soviet and American aid

50. Ibid., p.104,

51, Dharamdasoni ne47, D.20.
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diplomacy essentially efforts in pursuit of milieu

52 Such a policy involves an attempt by a state

goalse
to change the international environment or to increase
the likelihood of its own interest béing attained
efficaciously.53 The emergence of a well articulated
opposition to colcnialism in the overt forms has prompted
the leading big powers to rely on aid..and other subtle
and sophisticated means of influence on the less developed

countries -~ George Léska said s

Rivals in open war and secret diplomacy
seek to control specific acts of trade and
transport for immediate military ends. The
rivals of today seek to influence the still
mysterious process which shape the economic
and political institutions of Third world
in indefinite future.(5#)

52. Aid as an instrument in the attainment of
milieu goals sequences nelther a complete
compatibility of interests between the
donor and recipient, not a relationship of
dependency. Milieu goals as used here is
a concept of Arnold wolfers presented in
Discord and Collobration (Boltimore, John
Hopkens Fress, 1962), pps73=74.

53. Robert S.Malters, erican and Sovied Aid =
a Wdy (Usas PIttsburg,g9 70} ,
po 90 :

54, George Liska,fhe New State Craft (Usas Chicago
Press,;1960),p:5,




aid diplomacy should not be understood only in
terms of developed countries relation with the
developing countries but also in terms of intra-
developing countries relationship. One of the basic
feature of the international system from 1943 onwards
is the interdependence of national societies. Conscious
of the increasing importance of economic factor and
interdependence of the countries. India has consistently
worked towards strengthening its relations with both the

developed and the underdeveloped countries.

India has paid special attention to its neighbours
in the south Asian region who are non-aligned. 1t shares
with them the need for cooperation for mutual benefit and
development. Aid diplomacy in our times, it may be
pointed out covers cases where a relatively more developed
country shares her experience and expertise with a less
developed country for mutual benefit. The level of India‘s
ald diplomacy in South Asia reflects the extent to which
it has developed itself in the fleld of science and
technology. The question which usually arisés is whether
India has used aid diplomacy for economic cooperation or
for influence in South Asia. Inspite of being the
recipient of massive assistance itself, India on its own

part is giving aid to South Asian countries for



geogfaphical and strategic reasons.

Although India‘'s ald programme is small when
compared to more affluent countries, yet it acquires
importance in view of her economic limitations. Its
foreign economic aid can usefully be applied to the
growth of South Asian development as India shares
hopes and aspirations of South Asian countries for
better living standards. Accordingly, the conduct of
aid diplomacy by middle poWwers such as India has

assumed significance in the South Asia region.

41
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CHAPTER 11

INDIA AND SOUTH ASIA

South Asia is a remarkable region for the desperate
foreign policies and international linkages of all
its component states. It is a region with unequal and
different levels of economic development, within the
broad and divergent framework of pre-capitalist or
capltalist modes of production with varying degree of
dependency on western capitalism, a profusion of
bilateral conflicts and last but not least. India's
predominance in size, population, resources and economic
capabilities India takes itself the stat¥s of great power
in South Asia. India's geographical location somehow
gives her a central position. Moreover, its advanced
indqustrial output, technical know-how, skill and manpower
demand India to play a dminant role in the region. A

scholar of 1lndian foreign policy has observed

Geopolitical consideration, which often are

basic to state's foreign policy, indicated the
rationality of an independent and important

role in world affairs on the part of India.
Emerging as the seventh largest state with second
largest population in the world, with a relatively
large stock of natural resources, India in 1947
had the power potential necessary for influencing,
to some extent, the course of contemporary world
politics.(1)

1. J.Bandopadhyaya, Nehru and non-alignment in B.R.Nanda,

ed. Indian Foreign Policy: The Nehru years (Delhi
1976} po171s ’
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The chapter "India and South Aslia® for the sake
of convenience can be divided into five sub-sections
(a) India’s position in South Asia, (b) India's foreign
policy aims (¢) India‘s foreign policy in South Asia=
New challenges and opportunities; and (d) India's

capability to play a dominant role in sSouth asia.

(a India's Position in South asia 3

South Asia is a compact area of éeographically
proximate states interacting with each other and sharing
coumén bonds of history and culture. Though the region
is comparable to Europe in size and population but it
is economically backwarde South Asia has one of the
highest population densities= about a quarter of world‘'s
popu;ation lives here on only 3.3 percent of worlid's
surface lande. With its population of 830 million and
one fifth of world's total, South Asia is a thickly
populated region.2

South Asia 1s bordered by sea on three sides (the
Indian ocean, the Arabian sea and the sea of West Bengal)

and has a natural barrier in the north in the high aftitude

2. P.G.Salvi, Indig in wWorld affairs (New Delhi, D.K.
Publ isher, 1985), p.61 and Pran Chopra, "South Asia
and Strategic Environment®, USI Journal (New Delhi),
July~Septes 1977, pPp.201-202.
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mountainous ranges of the Himalayas and the Hindukusgh,

It is Separated from West Asia by the massive Korakoram
Himaglayan ranges. Its location places it at almost as a
midway Junction between the middle east and the South
east Aslan regions. It adds significance because the
northern borders of the five countries of south Asia
(India, Pakistan, Nepal, Bhutan and Bangladesh) touch

the southern borders of the tWo major powers of the world

i.e. the WSR and Peoples Republic of China.

At present, the South Asian region is only a géogra-
phical area unlike the other recognised groupings of
éountries such as ASEAN (Association of South east asian
Nations) and covers the political divisions which lie
south of the Himalayas and north of the equator. One
common f£actoXr which ;1nks all these South Asian céuntries
is that they are geographically contiguous with common
land frontiers or common economic exploitation zones
of sea which are more or less clearly demarcated and
accepted by all South Asian countries through bilateral

agreementse. 3

3. VeD.Chopra, Pakistan and Asian Peace (New Delhi,
Patriot, 1985)0 poIOQ.
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South Asia presently comprises seven states - India,
Pakistan, Bangladesh, Nepal, Bhutan, Sri Lanka and Maldives.
Traditionally, the South Asian sub-system includes countries
of the Indian subcontinent from Afghanistan in the west
to Burma in the east. Both Burma and afghanistan are
‘borderline' cases in that they belong to South east
Asla and South west Agla respectively., South asia became
a reality in 1947. Although, sSikkim as one of the
coﬁstit:uent countries of South Asia, became a part of
India in 1975 by thirty sixth constitutional amendment
and Bangladesh, previously an east wing of Pakistan,
emerged in 1971 as a sovereign independent country. With
the formation of South Asgian regional cooperation in 1983,
the problem of identifying the countries of South Asia has
become simpler. South Asian states ever since their
emergence as independent members of international community
present a mixed scenario of social, economic and political
dynamics. South Asia is a strange admixture of liberal
democracy (India), Presidential system  (Sri Lanka),
Military dictatorship (Pakistan and Bangkadesh), absolute
monarchy under the cloak of panchayat democracy (Nepal),
consti tutional monarchy (Bhutan} and Republican monarchy
(Maldives) o 2

4. Pramod Kumar Misra, WM&%
Politics (New Delhi, U.D.H.,1984), p.187.
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Populous, underdeveloped, abounding in inner
conflicts and external interference, pressures and
threats, the nations of the South Asia,region are the
poorest in the world. The basic characteristic common
to all countries in the region is that they are predomi-
nantly agricultural. Thelr rate of population growth is
high with low per capita income of $70 to 100 which is
the lowest in the world.5 The significance of the region
is that about 20 percent of the global population lives in
South Asia and they account for 27 percent of the
population of the developing countries in the worlde®
People in the region are economically backward, using
absolete methods of production which consume more capital
percent per unit output., Labour efficiency is low though
major industries are labour intensive indicating that they

are technically backwarde.

South Agia, more widely known as the Indian peninsula
has a long heritage of its own. India having the largest
territorial area, is a country of a subcontinent vastness

and variety., It is a landmass, stretching approximately

56 Pran Chopra, ®"south Asia and its Strategic Environment®,
USI Journal (Delhi), July-Sept.,1977,p.202.

6. National Herald (New Delhi) 9 Jan.,1984.
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3000 miles from North to South and 2,500 miles from east
to west. With all South Asian actors lying on its
geographical peripherys India has 3,500 miles of coastline,
9900 miles of land frontiers and 1.26 million miles of
land area. 1t is approximately thirteen times as large

as thé U.K., eight times of the size of Japan and a third

of the size of Canada and one sewenth that of the Soviet

Union.7

The predominant characteristics of the South Asian
region are (a) South Asia is an Indo-centric region; and

(b) the power structure in South Asia is asymmetric.8

South Asia is an Indo-centric region i.e. India is
central to the region geographically and also in terms of
socio-cultural and economic infrastrfucture of the region.
India towers her neighbours in South asia in size, populatior
resources and levels of technology in a way no superpower
does. Neither the USA nor the Soviet Union nor even China

s0 completely dominates its neighbours in the way as

7. Peter Lyon, "India's Foreign Policy®, sSouth asian
m_d_i_g_s_ (Rajasthan) vol.d,N0.1, Jan019690ppo4-50

8. S.DJMuni, ®*India and Regionalism in South Asia®,

in Bimal Prasad, ed., IndiapPoreign Policy:Studies
in Continuity and Ch;nge (New Delhi,Vikas,1979),.
P.107.
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India does. The countries of the region have common
border with India. lndia is the only state in the
region whose boundaries t&;uch the territories of six
states in the region, four by common land borders (Nepal,
Bhutan, Pakistan, and Bangladesh) and two by maritime
borders (Sri lLanka and Maldives). They are alsc related
to India separately and individually in terms of their
cultural identities, economic patterns, philosophical
trends and historical experience, Conversely there is a
bit of India in every other country of South Asia. There
is also hardly anything bf significance apart from India
which may be said to be common between c;ne of India's
neighbours and another, 1India is the only common link
among various countries of South As.’t.a.9 A result of

this Indo-centric nature of South Asia is that no step

9. “The emergence of Bangladesh in 1971 altered the
situation a little, but the identities between
Pakistan and Bangladesh fall within the overall
Indo-centric nature of the region. Particularly
notable in this respect is the fact that Islam
as professed in Bangladesh and Pakistan is of
Indo-1slamic cultural stock™. See for details
S.D.Muni, "India and Regionalism in South Asia®,
International Studies (New Delhi) ,Jan.-March,1978,
Pe485,
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towards cooperation can be taken in the region without

India acquiring the central place in the scheme of things.

South Asia has an unbalanced and asymmetric power
structure. Despite this imbalance and asymmetary, India
stands as a dominant power in the region. It dominates in
terms of size, populétion; resowrces, potential for

‘economdic growth, military strength and viability of the
constitutional and political system. India is far to
superior to any of the neighbours., In South asia, India
comprises 73.2 percent of the total area and 76.7 percent
of the total population, 76 percent of gross national
product and 63 percent of net national product of South
Asia. It has major concentration of mineral resources

and is egually rich in energy potential.lo

Data relating to India®s dominant position in

comparison to other South Asian countries is given below :

Table 1
{Land in million hectares)
Country Total Area Arable Land Irriga Population
in sq.km ted {mid 1981
000 _land _ millions)
Bangl adesh 14.4 9.4 ' 1.4 907
Bhutan 47 0.l - 1.3
India 3,2,88 168.9 34.4 690
Nepal 141 2.C 0.2 15.0
Pakistan 804 19.4 13.6 84.5
Srl Lanka 66 2.0 0«5 15 .0

10. Tribune (New Delhi) ,5 Feb.1985,
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Sources; FAO Production Yearbook, 1977, vol.31l,ppe50=52.

The atmosphere in the South Asian region is nore
sour than sweet is best indicated by the state of

relations of the biggest country with its small

neighbours. India which constitutes core of -the South Asgian

Legion- not only in geographical but in every other sense,
thus, confronts what may be called an assertion of
national identities by the neighbouring states. There is
‘lurking suspicion in the minds of the small South Asian
states about the possibility of being dominated by the so
called *big brother" in the region. South Aslia is a
region where peace is still vitiated by unresolved
bilateral issues. The national boundaries of this region
have not in all cases, been acceptea by all countries of

the area.11

India being a dominant country in the region has to
play a positive role in promoting the stability, economic
and political development of these countries. Change in
its position in South Asia cannot be acceptable to India.

Indig's first Prime Minister, , Jawaharlal Nehru said in

il. Patriot, 1 August 1983,
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the course of a speech in the constituent Assembly on

8 March,1949 s

The Indian Union is an infant state, infant

free state, a year and a half old, but remenber
that India is not an infant country. India

is very ancient country with millennial of history
behind her - a history in which she has played

a vital part not only with her own vast boundaries
but in the world and in Asia in particulare. India
now, in the last year or more emerges again into
the main trend of human affairs. Now that is
something of great historical significance...and
India now comes, I think into the forefronts of
national events and world affairs. Une of the
major questions of the day is the readjustment

of relations between Asia and Europe. When we talk
of Asia, remember that India pot because of any
ambitions of her but because of the force of
circumstances, because 0f geography, history and
because of many other things, envitably has to
play a very important part in aAsia. and not only
that, India becomes a meeting ground between

what might be called East and west. (12)

India'’s predominant position in South Asia Pats
it in a sort of dilemma and inevitable task of striking
a balance between two extremes of high and low profile.
It will have to show greater appreciation and accommodation
for its neighbours aspirations, requirements and
susceptibilities. 1India cannot aspire to play a major
role in international politics without securing firm
friendship and following of her neighbours in the South

Asian region.l3

12, Quoted from Raj Kumar Jha, The Himalayan Kingdom
in Indian Foreign Policy (Ranch;Maitrayee Publishers,
1986) , p.21.

i3. S5.P.Vermg, "south Asla as a Region® : South Asian
St“dies (Jaipur). vol.1l, NO-I,OCt., 1965.
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India*s special position in the South Asian region
burdens it with responsibility of keeping South Asia
aloof from the cold war and realising its ultimate goal
of peace and stability in the region. Indian diplomacy
has t© perform the great task of keeping away extra-
regional influence and also make itself strong and self-~
reliant economy. India‘’s major concerns in the region
have been two fold: to build strategic harmony and
encourage moves towards economic and social development.
They are the bare necessities ¢of India‘'s quest for self

presexvation and progress.

(B)  Foreign Policy aims of India

The making of foreign policy is essentially an
exercise in the choice of ends and means on the part of a
nation state in an international setting, it can be said
that for giving direction to her behaviour at the
international level each nation adopts a set of principles
as rational guide - the foreign policy. It is through her
foreign policy that a naticnzi formulates, adkpts and
attempts to secure the goals of national interest. The
concept of national interest or a doal of foreign policy is
universal and static, but the actual naticnal interest

of any particular state is both specific and dynamic. The
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essential components of naticnal interest of any nation

‘are security, naticnal development and world ordere.

14

National interest is best understood by examining three

basic units i.e. strategic position, economic condition

and prestige bearing.

The behaviour of each naticn as such is conditioned

by her foreign policy. No foreign policy can afford to

be indifferent to its national interest which covers

desires on the part of sovereign state and these desires

vary enormously from state to state and from time to time.

Two passages from Jawaharlal Nehru's speeches on the

subject are relevant in this connection.

wWwhether a country is imperialistic or socialist
or communist, its foreign minister thinks
primarily of the interest of that country. But
there is a difference, cf course. Some people
may think of the interests of their country
regardless of other consegquences, or take a
short=distance view. Others may think that in
the long term policy, the interest of another
country is as important to them as that of their
own country. The interest of peace is more
important, because if war comes everyone suffers,
so that in the long distance view, self-linterest
may itself demand a policy of cooperation with
other nations, goodwill for other nations, as
indeed it des demand.

14.

See for details, J. Bandyopadhyaya, The Makin
of india's Foreign Policy (New Delhi,Allied,1984),
PPe i‘ 18 .
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Every intelligent person can see that if

we have a narrow national policy it may

excite the multitude for the moment, Jjust

as the communal cry has done, but it is bad

for the nation and it is bad internationally,
because we lose sight of the ultimate good and
thereby endanger our good. Therefore, we
propose to look after India's interests in

the context of world cooperation and world peace,
in so far as wokld peace can be preserved. (15)

To a question, which is to be preferred when there

is a conflict between India's interest and the interests

of other nations, Jawagharlal Nehru's answer was clear -

If our view point is different, you cannot expect
me to give up our viewpoint on the results that
we have arrived at because some other nations
think differently., 1 Jjust would not know that.

I don't understand long and repeated arguments
about this, I am on my country's side and
nobody else'se (16) o

Independent India began to lay stress on certain
basic goals and principles of lndian foreign policys
These ares (1) Promotion of international Peace and
Security; (2) Peaceful Co~existence; (3) Peaceful
settlement of disputesy (4) Anti-colonialism and anti-
racialism (5) Just international economic order and

economic development; and (6) Non-alignment.

15. A Appadorail and M,s,Rajan, India's Foreign Policy
and Relations (New Delhi,Sterling,l985),p.33.

160 Ibid..pq 33'
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On September 26,1946 at a press conference,
Pt.Nehru issued following statement that clearly lists
the principles of Indian foreign policy.

In the sphere of foreign affairs India will
follod an independent policy, keep away from

the power politics of groups aligned one

against another, She will uphold the principles
of freedom for dependent peoples and will oprose
racial discrimination wherever it may occur.

She will work with other peace loving nations for
international cooperation and goodwill without
exploitation of one by another. 1t is necessary
that, with the attainment of her full international
status India should establish contact with all
great nations of the world and that her relations
with neighbouring countries of Asia should become
still closer. (17)

The cornerstone of India's foreign policy in the
world is to respect the forces of peice, progress,
democracy, independence and non-alingment. Jsoon after
independence India's policies towards sSouth Asia ®in
particﬁlar and Asia in general followed two main trends.
One represented India's urge to retain the newly won
freedom in the practice of foreign policy based on non-
al¥gnment. The second trend shows the application of

these principles to the problems of Asia.18 The major

17. Yuoted from R.Ghai, Foreign Policy of India
(New Delhi, New Academic,l9845,p.27.

is, Colombo Conference and Bundung Conference are
indicative of the trend.
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aims of India*s foreign policy in South Asia are (a)
Preservation of national security and national interests;
(b) to promote economic progress in the region ; and

(c) to encourage political stability in the r:eg.'ton.]‘9

India has always believed that its national interest
would be best served by pursuing two inter-related goals in
the region, namely promotion of stability within the
countries of the region and peaceful co=existence between
them,. These goals have been sought to be pursued
through the method of bilateral peaceful negotiatiocons.
India continues to stress on the principle of bilateralism
which expects the two sides to settle theilr disputes
without seeking third party's inte:vention.zo Thus the
primary objective of India's foreign policy has been the
erection of a stable inner balance on the subcontinent in
which India as a principle power would play an integrative
role, Nehru fashioned the ambiguocus rxole of noneal ignment
with a view to maintaining the autonomy of Indian diplomacy

in a world polarised between the two mutually hostile blocse

19, Brbjendra Nath Banerjee, India's aid to Neighbourin
Countries (New Delhi ,Sélecf BooEﬁ;IgBZ'?,pp% =55,

20. B. 8.Gupta, "Towards Good Neighbourliness®,
International Studies (New Lelhi), vol.17,no0.1,
Jan=March 1975 «P. 469,
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Although the smaller countries of South asia accepted
non-al ignment as a conceptual guideline of their

external relations, Pakistan's adherence to the alliance
system made it difficult for India to play an integrative
role in the subcontinent. As time passed, the competitive
influence building or the interventionist thrust of the
USA and the USSR and also China made the subcontinent as
one of the most intransigent geostrategic region in the

21

world, Thus India‘'s foreign policy towards its

neighbours in South Asia is directed to achieve one
objective; to promote cooperation and goodwill among
South Asia countries. In a speech at the University of

Columbia Bt., Nehru stated that =

The basic tenents of India‘'s foreign policy are
as such

The main objectives of that policys the pursuit

of peace not throuwh alignment with any major
group or power but through an independent approach
to each controversial of disputed issue, the
liberation of subjected people, the maintenance of
freedom, both national and individuals the
elimination of racial discrimination and
eradication of want, disease, lgnorance, which

af flict the greater part of world's population.(22)

21. Times of India (Delhi) 4 August,1983.

22. Jawaharlal Nehru, India‘'s Foreign Policy,
Selected Speeches, 1949-53 (New Delhi), p.401.
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Fostering econamic cooperation among the developing
countries has been the basic aim Qf india‘'s foreign
policy since independence which arose from India’s
desire to play an influential role specially in South
Asia and generally in Asia. India'’s economic ocoperation
with other developing countries occurs at two levels,
one directed by the economic imperatives of its own
internal development and other by the mechanism of

foreign economic policy.

India's relations with otber developing countries
in South Asia are based upon her own development
experience, It is feasible that India‘’s ties with the
neighbouring countries in South asia may gradually change
her dependence on industrial countries and possibly
provide the Indian state With greater world autonomy,
Indlia’s relations with the developed countries are
essentially of depehdency which has important bearing,
upon her relations with less developed countries. Yet
dependency is not primary determinant of India’s foreign

policy.23

The countries of South Asia have a tendency to
adopt a sort of love-hate relationship with India. There
are occasions when an earnest desire to help by India

tends to raise feelings of bitterness and resentment among

23, sri Kant Dutt, India in the Third world (Londonjled.
BOOk. 1984) ,poZo
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the South Asian countries. Since it is more often
mistaken for an arrogant display of superiority and

obverbearing patronage. 24

Indian government made it
clear that India has and wishes to have only friends
and no satellites and it sticks to panchasheel, the
five principles of peace and none of her neighbours
need have fears. Indeed one of the threads running
through India's foreign policy since independence has
been to give a helping hand to the countries around her

to live and feel as ejuals of other nations.zs

india has
no intention of dictating any path of soclo=economic
development of the South Asian countries. Mrs.indira
Gandhi, the Prime Minister of India said on 1 august, 1983
that "we want to be friends with all on egual footing
of equality., But we should be ever vigilant against

attempt of external powers to influence our func‘&:J’.cn:i.ng;r."26

No doubt it is a difficult task for a big country
like India to develop and sustain mutually beneficial

relations with its smaller neighbours, even in best of

24. [The Hindu (New Delhi}, 17 July 1383,

25. National Herald (New Delhi), 28 June, 1983.

26, Tribune (New Delhi), 2 August,1983.
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times but much more so when there are other great
powers bent on sowing the seeds of discord and
exploiting their differences. The country's diplomacy
towards its neighbours in South Asia should serve as

an integral part of its regional policies which in

turn form the very bases of foreign policy. It is not
possible for India to play an effective role unless it
is able to establish closer bilateral relations with the
neighbouring countries of South Asia.

(C) India’s Foreign Policy in South Asdig
New Chal lenges and Opportunities

There is no region in the world in which a
single country appears so large as India does in South
Asia. As early as 1949, the first Prime Minigter Pf.
Jawaharlal Nehru recognised the central position of
countries bordering India by land and sea in its foreign
policy saying "the neighbouring countries had the first
place in our m:i.nds".?'7 South Asia minus India has two
types of powers l.e. Pakistan and the smaller states
consisting of Nepal, Bhutan, Bangladesh (emerged in 197i,
previously a wing of East Pakistan), Sikkim(became
twenty/second state of India in 1975 by thirty sixth
constitutional amentment); Sri Lanka and Maldives.
While the former one can limit India's aspirations the

later ones have bargaining power, to restrict India's

major role in South Asia, which it desires to play.

27. Quoted £rom V.P.Dutvt,,r)l dia's foreign Policy:-
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India took on itself the status of great power
‘in South Asia in 1947. At the time of first asian
Relations Conference held in New Delhi (March 1947)
South Asia, did not have Pakistan as an independent
state. India was partitioned in August 1947 to create
two independent states i.e. India and Pakistan.
Pakistan constituted the only major country/state in
1947 (as other powers were small and weak) which could
upset an Indian sponsored order in South Asia. 3Since
independence, Pakistan is a major factor in influencing
India's role in 3South Asia. The basic principles of
its foreign policy which India adpted happened to be
Just opposite to that of the foreign policy principles
adopted by Pakistan. India regarded opposition to cold
war and Security alllances as the right and first course
of action, It felt that non-alingnment with power blocs
and non-involvement in the cold war is the best means for
securing international peace and the national interests
of India. Pakistan on the other hand felt that the best
way to secure its national interest-military parity
with India and opposition to India= was to align itself
with Western security system and to receive the much
wanted military wedpons and hard ware. Moreover,
Pakistan's urge for standing on the same mountain top as

India and its continuing crisis of identity lent a

el
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particularly explosive dimension to the two neighbours'

mutual deal ings.

The other Smaller povers of Socuth Asia are not in
a happy position as Pakistan is. Historical and
cultural ties made them (small states of South Asia)
accept the Indian formula (strategic frontier-zone
policy) adopted earlier by British responsibility for
the security of the smaller states. 28 (India pursued
the goal of evolving what may be termed as multilateral
strategic community on the subcontinent, As -~India
concluded bilateral treaties of peace and friendship
with Bhutan, Nepal and Sikkim). In case of Sri 'Lanka.
the logic worked in a more or less As‘imilar manner. The
three Himalayan states of Nepal, Sikkim, and Bhutan had
more to fear from China than lndia.‘ This situa}:ion
along with the rationale of non-alignment helped India to
evolve a concept of order in South Asia which would
inevitably be revolving around the relatively superior

power viz, India.

The defeat of India in 1962 war with Ching had

serious repercussion on India’s attempt at seeking

recognition in South Asia. Pakistan by moving closer to

28. Sri Kant Baranjpe, Indig and South Asia since 1971
(Delhi ,Radiant,1985),Pp:20.
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China was able to defy India'’s attempt at going back to
1947 model and also claimed a status of parity with
India.?? Moreover, the Indo-Pak war of 1965 was initiated
to take advantage of the Indian situation. The small
povWwers also gtarted the slow but inevitable swing away
from total dependence on India. Sri Lanka did not brand
China as the aggressor in the 3ino-Indian border war of
1962. 1In the Colombo Conference, over Sino-Indian
border war, Sri Lanka showed its eagerness to balance
India and China by declaring its desire to maintain
impartiality. In fact it initiated the Colombo powers
conference to assume the role of a mediator.30 Nepal also
started to talk more in terms of independent policy
postures. It practised the politics of &uidistance and

balancing one against the other. 1India was set on a course

of regaining the lost glory Jinm South Asia. Thus focus of

29. The concept of parity between India and any South
Asian neighbours is a ridiculous proposition. This
means no disrespect for the people of these countries
but a recognition of the realities of the international
situation". V.P.Dutt "India®s Approach to Neighbours®,
Mainstream, (New Delhi), 15 August,1981,pp.li-12.

30. For final communique see, Foreign Policy of India,
Text of Document 1947-65, pp.H46-549,
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Indian approach sghifted from a generalistic Pan Asian
African regionalism to a bilateral policy of a specific
nature particularly in South Asla where serious efforts

to restore bilateral ties were made, By late sixtles the
situation started to change rapidly in south asia. The
east Pakistan agitation that began as an attempt to gain
more autonomy within the federation of Pakistan transferred
itself into a demand for independence. But West Pakistani
leaders followed a suppressive campaign in East Pakistan.
Further, when the big influx of refugees from East Pakistan
into India took place in the poste~March 1970 period India
found herself burdened with the responsibility of looking
after the primary needs of these refugees. The gituation
finally climaxed when iIndia decided to aid the liberation
of East Paki stan, which soon developed into a Indo-Pak war.
The war ended with a decisive victory for India while
Pakistan was cut down in size and strength, Bangladesh
emerged as a sovereign independent Republic in 197l. From
a big Islamic state trying to secure a parity with India,
Pakistan was reduced to the status of a small state. India
emerged as a strong and powerful nation in South Asia.

Its status as a South Asian regional power was established.
Pakistan®’s acceptance of this status was implicit in the
signing of Simla agreement in 1972.31

31, Sri Kant Paranjpe, Ne.29,p.22.
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India*s enhanced status had alsoc not gone
unnoticed abroad and the reference made to India by
President Nixon in particular is pertinent. 1In his
annual report to the United States Congress on 3 May,

1973, President §ixon referred to India

Iindia emerged from the 1971 crisis with new
confidence, power and responsibilities. This
fact in itself was a new political reality for
the subcontinent and for all nations concerned
in South Asia'’s future. For nations of that
region, the question was how India would use its
powers, For Nations outside the region, the
question was what the relationship of the power
Wwould be to that of other powers in the worlde...
The United States respects India as a major
country with its new stature and responsibilities,
on the basis of reciprocity. Because India is a
major country, her actions on the world stage
necessarily affect us and our interests. (32)

Earlier in the course of her sgpeech delivered to the
Nepal Council of world Affairs, Kathmandu on 9 February,
1973, Prime Minister Indira Gandhi anticipated President

Nixon's reference to world's power potential. 5She said 3

1 should like to assure that India has neither
the desire nor the inclination to be a power~--
big, small or of any kind-~-not to interfere with

3z, Richard Nixon, President of the United States, "US_
Foreign Policy for the 1970°'s: Shaping a Durable
Peace: A Report to the Congress, 3 May,1973 in
Department of state bulletin, vol.LXVIII,no.1749,
4 June, 1973, pp.791i=92.
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her neighbours in any ways....it is in our own

interests that our neighbours are strong and

stable and therefore we can help them we shall

be glad to do sc even though we ourselves are

absorbed in our own problems. (33)

This revealed that India had not changed its
posture, nor did it feel that need toj despite its
enhanced prestige after 1971, Even as lndia's role
in the fostering of friendly and harmonlous relations
in the subcontinent was commended, it was suspected that
India was gradually losing the status that it had gained
after Bangladesh war. <Criticism was specially directed
at India's seeming inability to take a firmer stand
during negotiations with Pakistan. India‘’s willingness
to give nrore than take, was interpreted as growing
weakness on India's part. 1t was also argued that
Pakistan had increasingly moved to a position of strength
by gaining sympathy of the USA, China and many Muslim

countries.

The explosion of India's first nuclear device
on 18 May 1974 in the deserts of Rajasthan was a proud

achievement of India’s nuclear scientists and boosted

33. A.Appadorai and M.S.Rajan, n.l6,p.565.
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the nation's morale. The explosion, it was pointed
out, formed an integral part of India's foreign policy
“carrying out research and development into meaningful
applications of nuclear energy for economic development®
and was an important step in the country's search for
alternative sources of energy. Speaking in the Lok Sabha
on 22 July 1974, Frime Minister Indira Gandhi said s

I have repeatedly reaffirmed our policy

of using nuclear energy for peaceful purposes

and have specifically stated that we have no

intention of developing nuclear wedpons...our

Atomic Energy Commi ssion has been reviewing the

progress in this technolcgy from the theoretical

and experimental angles. This intention was not

kept secret and was made known to the world. (34)

Despite all assurances, India's sincerity was
questioned by many. It was also suspected that India's
foreign policy would now tend to take on a more belligerent
approach., It created opposition at global level and
particularly anti-India propaganda in the South Asian
neighbourhood against India’s nuclear policy. The explosion
had its impact on the nuclear advanced countries which
expressed the need to strengthen the existing non~prol i=
feration machinery by developing new safeguards and securing

%
. .

34. Ibid.,p.578.
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strict adherence to them. The USA alleged that lndian
nuclear policy is not an attempt to develop muclear
techno logy for peaceful purposes because India has not

signed the non-proliferation treaty.

In the South Asian region, particularly three
countries, Pakistan, Sri Lanka and Nepal did not favour
India’s peaceful nuclear explosion. The Prime Minister
of Pakistan Zulfiguar Ali Bhutto argued that ®the
testing of nuclear devices is no different from the
detonation of a nuclear weapon". Further he charged
that the Indian explosion had been carried out at a time
when *India was rapidly developing its defence capabilities .
Besides, assurances could be changed or ignored in
subseguent years, but “"the acquisition of a_capability,
which has direct and immediate militafly consequences,
becomes a permanent factor to be dealt with", Pakistan's
interests in developing its own nuclear programme is the
byproduct of the Indian explosion. Pakistan secured in
a clandestine manner the technology to enrich uranium

for making nuclear weapons.35

Moreover, merger of Sikkim (previously a protectorate

state of India) with the India union36 as its twenty second

35. R.Ghai, Foreign Policy of India (New Delhi, 1984),p.234.

36. 5ikkim*s integration was a matter of time in 1975
and it was accomplished in 1978,
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state on 16 May 1975 created distrust and suspicion in

the South Asian neighbourhoode. Not only Pakistan but

also other neighbouring states Nepal and Bhutan protested
against it. Pakistan's Prime Minister, Z.A.Bhutto said that .-
his government would continue to render "resolute support*
to the people of Sikkim and other peoples in South Asia

in their struggle against hegemony and expansionism,

The accession of Sikkim to India had been a source of
disturbance for both Nepal and Bhutan. The students
staged a protest demonstration in Kathmandu, condemning
Indian "coleonialism® in Sikkim. Moreover India which was
‘considered the becon light of democracy and freedom fell
under the prevailing authoritarian wind in 1975. A
guestion mark overhanged regarding the image of India in

the South Asian region.

Two sets of challenges confronted India‘s foreign
policy during 1975, Thf one set of challenges arose from
the developments at home and the other in the subcontinent.
Firsg, the policy was sustained by the strength of the
domestic, political and economic foundations. But what

worried India the most, however, was the implications of
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developments in Bangladesh37. There was the possibility

of Pakistan using the events in Bangladesh to malign
India in south Asia. Besides, there were clear inuications
that outside powers (the USA and China) have acquired

interest in Bangladesh to India's digadvantaye.

The change of government38 in India was of great
significance for other South Asian countries. The
govermments of the countries in the South Asian region
promptly imoved to establish contacts with the new
government in NeWw Delhi and assess if any significant
change in India’s foreign policy towards them is coming up.
It is interesting that despite the Janata Govermnent'’s
bent in favour of democratic and liberal values; it soon
learnt to live comfortably with authoritarian and auto-

cratic reygimes in 3outh Asia. In the course of a debate

317. “aAfter Mujib's assassination in awgust 1975,
bilateral relations with Dacca became an urgent
issue for 1lndia". See for details J.Bannerjee
"India's Foreign Policy in 1970's"®, Political
Science Review (Jaipur) Jan=March, April-June 1978,
'VOleX1I, p.98.

38. “The Janata Farty", replaced Congress party from
power in March 1977 General Elections" see for

details India and Foreign rReview (New Lelhi) 1 Nov.,
1977' Po 12.
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on foreign affairs on 18 April 1978 in Lok Sabha,
India'’s Foreign Minister, Atal Behari Vajpayee stated
that s

The subcontinent was pulsating with a new
desire for and confidence in peace and
cooperation, He asserted that we have

moved a long way to foster peace, cooperation
and vision of regional stability than anyone
thought was possible to avert the cause of
suspicion. The neighbourhood diplomacy" was
aimed primarily at promoting and enriching
relations with the neighbouring countries, as a
med3ns not only to resolving inherited problems
but also to create a climate of confidence

and mutual goodwill/trust in the region, so that
harmonious and beneficial relations, economic,
political, cultural might be promoted in the
true spirit of peaceful co-existence. (39)

Much of discugsion of Janata Party's foreign
policy had been conducted within “change and continuity
parameters®. No doubt, the Janata Government had
emphasiged “"beneficial bilaterialism®" as an operational
guide of Indian foreign policy and had three important
dimensions viz. (a) personal rapport; (b) economic
accommodations and (c) political neutrality and none

interference in internal affairs.?® This guideline

39, Nancy Jetley, "Major development in India®s foreign
Policy and Relations®, International Studies (New
Delhi) Jan-March 1978, V0lelB8,ps353.

40, S.D.Muni, *India's beneficial bilaterialism in

South Asia®, India Quarterly (New Delhi) C(ctober-
December,1979.pp. 418-430.
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calls for the development of mutually beneficial relations
with all countries irrespective of their political
beliefs and philoscphy. Moreover, the Janata government
emphasised on giving *top priority® or *first priority'

to improving it relations with the neighbouring countries

of South Asia.41

Again the importance given to personal high level
contact should not be undermined. while Indian Prime
Minister Morar ji Desai was able to visit Nepal, Bangladesh
and Sri Lanka (the later two had undergone a change of
government) the Indian foreign minister undertook extensive
tours of countries in the region, The purpose of these
visits was to reassure the different governments of India's
sincerity to promote bilateral relations on the basis of
ejual and mutual interests. The long drawn issue on
sharing of the Ganga waters at farakka between lndia and
Bangladesh was partly resolved by a mutual agreement signed

between the tWwo countries in Dacca on 5 November 1972.42

41, "Janata Party's manifestc underlined with reference
to the South Asian region that party will promote
a good neighbourly policy and resolve all outstanding
issues with some of lndia's neighbour®., See Article
S.Ganguly, “Continuity and Change in India‘'s foreign
policy", India Quarterly, Jan-March,1978,p.55.

42, R.Ghai, n.18,p.275.
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Some progress was also made in India‘'s relations with
Pakistan on the construction of design of the Salal
Hydro-Electric Plant- an important and most difficult

problem which has been bedeviling the two countries.43

The Janata govermment rule was of short duration.
In 1980 general elections when Mrs., Indira Gandhi came to
power again, doubts and suspicion arose in South Asia
due to her pragmatic external policy. Moreover, the loss
of US base facilities in Iran and the Soviet intervention
in Afghanistan, in late 1979 influenced aAmerican strategic
interests and prompted Washington to build up Pakistan
as a checkmate to further Soviet expansion by supplying
a large quantity of military hardware and weapons to
Pakistan. On 15 Septenber 1981 Pakistan entered into
immediate consultations with India for the purpose of
exc¢hanging mutual guarantee of non-aggression and non use
of force in the spirit of Simla agreement - a no=war pact.
A successful establishment of South Asian Regional
Cooperation (SARC) initially proposed by Bangladesh in
1980 but approved by all countries of South asia in

August 1983 indicated a new trend in the region, which is

.

43, Asian Recorder, 7 May-13 May,1978, vol,.,XXI1I,
Pe 14299 .




74

not yet clearly defined but its thrust is clear.44

The promotion of the South Asian regional
cooperation (SARC) not only requires the resolution
of bilateral problems but also an adjustments of various
perceptions and views. India has to think more deeply
about its policy towards South Asia- an area of
immediate concern. After all, foreign policy begins
nearer home. It is in India’s national interest and
security to make a success of SARC in order to have its
effective position in the region by showing greater
maturity and flexibility in its dealings with its
neighbours in South Asia, Points of difference between
neighbouring countries are inevitable. There is a need
of mutual trust ingstead of an environment of suspicion
to sort out these differences. 50 India has to adopt
soft and not arrogant attitude towards its neighbours in

South Asia in order to win their confidence but strict

44, “SARZ is still in an embroynic stage and needs
careful nuturing by all seven menbers. 1t may
have small beginning which go a long way. It
has a future which can prove beneficial to all
South Asian countries®, PFor details see, an
article by HeK.Dua, "South Asian fealities®,
Indian Express (New Delhi) 4 July,1984.
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enough to protect its own national interests.

(D) Is India capable to play a dominant role
In south Aasia

No doubt, controversy regarding India‘'s
capabilities to play a dominant role in the region
arises due to paradox in the nature of her own economy
and also due to differences in the economic infrastruo-
tures of the other South Asian countries. India's
development has been uneven as inflation, mounting
unenployment, poverty etce reflyected an overall crisis.
But simultaneously India has also emerged as an alter-
native source of modern technology. Moreover, the
economies of the South Asian countries are not quite
complementary to each other and no country has a monopoly

of a special raw material on which others can depend,

Economically the people of the south Asian countries
pursue agriculture and its allied activities as the major
occupation which contributes maximum to the G.N.P.(Gross
National Product). They are trying toc develop economically
through planmned industrialisation of varying intensity.

As at the time of their independence, the major couhtries

of South Asia inherited a stagnant and undeveloped industrial
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structure, 45

The structure of production among different
sectors of the economy in South Asian countries in

1978 was as follows 3

Table 11

PERCENTAGE DISTRIBUTION UF GelesPe
(Gross Domestic Product)

—y—

Countries Agricul ture Industry Manufacturing Services
Bangladesh 57 13 8 30
India 40 26 17 34
Nepal 62 12 10 26
Pakistan 32 24 16 44
Sri Lanka 35 31 23 34

Source 3 World Development Report 1980- world Bank, Table 3,
Po 114
The balance of advantage in the sectoral contribution
to G.D.P. in the above Table 1I appears to be in favour of
Sri Lanka followed by Pakistan and India as indicated by

45. S.VsSeSharma, "Industrial Development of South Asian
countries"”, ed. by K.sSatyamurthy, south Asian
Redional Cooperation (Hyderabad,Institute of Asian
Studies,TQ-SJ- o Peo 63.
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the equitable contributions by different sectors. But
the scrutiny of the ®Manufacturing® sector comprises

of mining, construction, electricity, water and gas

which are infrastructure may develop faster in India
because her stock of mineral resources and their variety
is much larger than that of the other countries. Besides,
India is far ahead of its six nations in technology and
skilled manpower. India has acquired considerable
expertise both as a generator and supplier of technology
in the third world. More than 200 appropriate technologies
are available from N.R.D.Ce (Natural Research Development

Corporation) of Indiaa46

It is in a better position to
offer its services to enterpreneurs of developing countries

both in small and medium sectorse.

Moreover, India's trade with other countries of
South Asia as shown in Table I1I and total of imports
and exports of the South Asian countries as shown in
Table IIIA, indicate the balance of trade or commodity
account is heavily in India's favour. This may be due to
divergification in the imports and exports of India than

those of other countries in the region.

46, R.B.Rao, "India's Opportunities for Regional
Cooperation in Technology Transfer among South
Asian Countrles” in K.satyamurthy, ed.,n.46,ppe.
131-144.
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fable II1

INDIA'S TRAvk wWllH OTHER COUNTRIES UF SUUTH ASIA

Countries india's Import India’s exports
(in rupees) (in rupees)

1977-78 1978~79 1977-78 1978-79
Bangladesh 12042756 17730104 516070243 525706629
Nepal 197693537 138062501 585876988 568886291

Pakistan 239022831 127733214 421198254 194506601
Sri Lanka 22709505 50710955 543080397 805261191

Source & Monthly Statistics of Foreign Trade of
India, vol.l

Table Il1l-A

TerpL OF Imports AND

Ex popTs
Countries (in 000 Us §) 1977
Bangladesh 1,346,632
India 12,412,562
Pakistan 3,628,9%6
Sri Lanka 1,471,430

Sources 1978 Yearbook on International Trade Statistics,
vol.l, United Nations, New York.
The economy of the countries in the South Asian
region is gloomy as shown in Table IV, Inspite of high
per capita income and annual growth rate both GDP and

GNP (Gross domestic product and Gross national product)
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sri Lanka suffers from high unemployment, food shortage
and inflation, as its infla-tion rate in the South

Asian region is the highest i.e. 14.1 percent during
1973-.83. Besides this, the economy of Pakistan is
vastly dependent 6n the U.sS. foreign aid. actually

in Pakistan a dependent or peripherial capitalist mode
of production is grafted on to a modified feudalism which
imposes a structural imperative on the state to follow
certain directions in the making of public policy which
has helped more in sustaining the economy than in its
development.47 That is why despite high annual growth
rate and per capita income, the inflation rate is high
next to Sri Lanka in the region i.e. 11l.1 percent during
1973-83. The other countries like Nepal and Bangladesh
have higher raté of inflation i.e. 8.1 percent and 9.1
pexcent during 1973-83 respectively. India’s position in
this aspect has been quite satisfactory. It has the
lowest inflation rate despite high population growth.
There are slight variations in this rate in comparison

to Nepal and Bangladesh. Inflation rates of Nepal and

Bangladesh are only 0.3 percent and 1.9 percent respectively

47, B.M.Bhatia:s Pakistan'’s economic develo 1948-178,
(New Delhi, Vikas Fublishing House), pp.26-27,
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higher to that of India's inflaetion rate but at the

same time these countries have less per capita income and

lower average annual growth, Thus, it can be said that

although India itself is not free from economic problems

but still its position is somewhat better in comparison

to other 3South Asian countries.

Table 1V
SARC COUNTRIES SELECTED MACRO ECONOMIC
INDICATORS
Countries Per capita AVerage Population Average
GoNo. Po anmmual gro (percent) annual
(Us s§ wth rate growth
(percent) of inf
G.N. PQ lation
(percent)
1982 1983 1973-83 1973-83 1973-83 197383
Bangladesh 140 130 5.2 0«5 2«4 9.6
Bhutan 109% = - - 1.9 -
india 260 260 4.0 1.5 2e3 77
Maldives 320 - - - - -
Nepal 170 170 3.0 0.1 2.6 Bl
Pakistan 380 390 56 205 3.0 11.1
Sri Lanka 320 330 5.2 2.9 1.7 14.1

* Percapita GNP for 1981, resource UNCTAD (1985)

Sources wWorld Development Report 1984 and 1985 (wWorld
Bank) expect for 1982 per capita GNP datas
which are taken from wWorld Bank Atlas, 1985,
18th edition.
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India's external relations are a reflection
of a state which despite internal weakness has played
rnoderately influencial role in the internatiocnal
af fairs and more particularly in South Asia. India
is a large subcontinental economy with enough natural
resources, manpower and market potential. This potentiae
lity of India*s power and its sStrategic location (as
mentioned earlier) are the compelling perennial reasons
for it to play a dominant role in South Asia. Besides
this, her economic development and technological capabi-
lities forced India to play an influencial role in the
region., It is undigputed that during the last decade
the country has made significant progress in the economic

£ ield.

Since independence India has taken great strides
towards development through s programme of planned
develog;men%? which has brought a significant change in
the industrial structure of India from a traditional to
modern one leading to tremendous expansion in modern
industries-metal lurgical, mechanical, chemical, electrical

engineering and allied industries. As a result of

48. Bro jendra Nath Banerjee, lIndia’s Aid to Neighbouring
Countries, (New Delhi,Select Books,1982), Pedbde
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modernization in the field of industry, India has
acquired a considerable amount of experience and
expertise and has now reached a lewel of competence
where it is in a position to share the fruits of its
development with other countries. Moreover, Indian
agriculture has been greatly stablized by the adoption
of modern technology in farming and developing its
irrigation system. 1India, thus, stands out as a Third
World country which has achieved self-sufficiency in

foodgrains despite its rapidly galloping population.

India at present ranks among the first ten
industrialized countries of the wofld. A major achieve-
ment of planning in India has been the expansion and
diversification of Indlia’s industrial capability. The
country is now self-sufficient in all consumer goods and
almost so in basic commodities like steel, cement,
Aluminium and the capacity of other core industries like
fertilizer is rapidly expanding. The electronics industry
in iIndia has rapidly grown towards self-reliance.
indigenous technology has been developed in important
el ectronics system as-mass communication, navigation
alds, medical electronic egquipment and industrial
electronics, etc. In the field of heavy, medium and

small scale industries, India has established physical
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and institutional infrastructure which has become

a positive support for future industrial development.
India has also developed capdbilities in a variety of
fields extending from heavy engineering to consumer
items., India's largest industrial sector the third
largest in the Third World after Brazil and Mexico=

has been pushing up growth.49

India has emerged as an alternative sourlce of
technolegy, expertise and modern technology which is
more suitable to the needs of de{eloping countries.
India today has the third largest pool of scientists,
engineers and doctors i.e. reservoir of technical and
scientific manpower. India'’s technologist are next only
to that of Soviet Union and the United States.so The
Council of Industrial and scientific Research (CS1R) has
made major contribution in developing indigenous technolog.y
with a vast network of 30 researcn establishments and four
regional laboratories spread all over the country. n its
part India is prepared to lend all assistance, be it
technical know how, capital goods or setting of turnkey

projects.

49. Ibid.,p.189.
50. posusal‘,i' Ne 2, Po 4.
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projects.

India is the first among the developing countries
and fourth among all the countries supplying experts to
UNIDO for assignments in other developing countries.Sl
Apart from industrial project and engineering services,
Indian consultancy services are also avallable for the
entire range of infrastructural activities such as power
generation, transmi ssion and distribution and construction
of railways roads, etc. The cost of Indian technical
manpower is relatively less expensive than of developed
countries. 1India is thus able to offer its know-how at

Very competitive price to developing cauntries.52

India is one of the most advanced countries in
the developing world having its own highly developed
atomic power projects, space satellite programmes.
Nuclear test in 1974 1is a landmark in the history of
science for the nation. Nuclear power has substantially
contributed towards electricity generation in India. The
Minister of State for Atomic Energy, Space, Electronic and

Ocean Development, V.Shivraj Patil stated in the Lok Sabha

51, Banerjee, n.48‘p. 168.

52, B.Singh, "Techno logical Transformation in 1lndia*,
Mainstfeam (New Delhi) 23 July 1983, pp.30=31.
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ot
on 'May 1983 s

The reée:ves of major atomic minerals are

uranium 67,500 tonnesoof U307 thorium

3,63,000 tonnes of Th®2 and Zircon 1,10,00,000

tonnese (53)
Dr. Raja Ramanna an eninent nuclear physicist and former
Chairman of Atomic Energy Commission has pointed out
that the present nuclear potential of India is 10,000
Meg‘aWatts.SB-A No doubt, India is gradually attaining
self-reliance in nuclear science and engineering skillse.
The execution of both Kalpakkam and Narora power stations
(including design, construction, commissioning and
operation) is being borne by Indian engineers and

scientists,

India has also achieved tremendous progress in
space technology from experimental satellite to remote
sensing satellites and how to communication satellites.
Today India ranks sixth in the world for a project launching
of satellites into earth orbit. The ninth, India's

designed satellite INSAT-{JB put into space in 1983 is

53, Asign Recorder, 25 June-l1l July 1983, vol.XX.iX,
NO.ZG.p.17238.

53,A. Asian Recordss 30 Sept-6 October 1984,vol. XXX,
NO«40, pe 17965.



86

of great assistance to the nationwide television links,
educational programmes and forecast of weather. The
later one can be useful to agricultural sector and can
also be helpful in increasing crop yields of rice, wheat

and cereals to a considerable extent.
The renowned economigt Nicholas Lord Kaldir said s

India has succeeded by a steady and cautious

policy of economic planning to make remarkable

progress in both agriculture and industry.(54)

To sum up, although India exhibits all characterise
tics of an underdeveloped economy, yet it is no longer
stagnant., A wide gulf still divides India from countries
like the USA, UK, other European countries and Japah.

But there is no doubt that the process of economic
development has started. There is nothing wrong to
describe the Indian economy as a developing economy as
India is the most developed country among the developing
Third World and specially in the South Asian region.

Due to India's predominance because of its
strategic=-geopolitical location, power potential,
industrial and technological capabilities in the South

Asian region, it is essential that India should play an

54. Quoted from P.G.Salvi, India in world Affairs
(New Delhi,1985),pe5.
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influential and effective role in this region., Then
only, it can maintain the status of regional power if
not a great power in the world. Regarding India‘g&ole

in South Asia, L.Richard stated :

Looking at the size of the country and its
natural human resources, one would wonder if
there is any alternative role that India can
prer choose, It is almost impossible for
her to become a mirror image....ocf any other
power.£55)

55. Manorma Kohli, *“Foreign Policy of Janata Government,
Asian Survey (California} Dec.,1977,vol.17,n0.12,
po Igg L]
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CHAPTER III

INDIA*S AID TO SOUTH ASIAN COUNTRIES

Ingpite of being a recipient of massive assistance
India has developed economically to reach a stage of semi~-
industrialized and perhaps an effective middle power. India
as a donor t least developing countries in South Asia
acquires importance in view of its economic compul sions
and limitations. India's aid programme can, infact be
vieved as the operational side of its foreign policye.
Nehru's perception of the world system made him visualise
the increasing importance of the Third world and its
impact on the politico-economic power structure of the
region. Infact, it is in view of India's future xole
as an emerging power which made it lmperative for Nehru
to follow the path of development diplomacy. However,
national security and development were no more conf ined
to national boundaries. India's own Challenge of poverty
made him sensitive to the need of international cooper-
ation to remve it at the global level.® Consequently,
India started giving aid to other less developing

1 Murlidhar Dharamdasani, Political Economy of Foreign
aid in the Third world : A case stud y"‘o'%L““Negu -
(Varam@si, 1984), Pe3l.
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countries specially of south Asla, in the late forties
and early fifties. In an address delivered at Colunbia
University on 17 October 1949, the Indian Prime Minister,

Jawaharlal Nehru sgaid

the elimination of want, disease and
ignorance affecting the greater part of
the world's population is one of India's
foreign policy objective.(2)

India being nerve centre of Souﬁh Asia evokes both respect
and fear amongst her neighbours, which is the by product
of social, economic and cultural linkages that transcend
the national frontiers. The dilemma of India's foreign
policy in South Asia has been constant i.e. how to treat
its neighbour'®s sensitiveness geni:ly without appearing

to be too weak to protect its own interests. In the
conduct of foreign policy, the external affairs ministry
has been putting emphasis on India's economic and techni-

cal relations, particularly with the South Asian countries.

Most of India's subcontinental economic cooperation
with the Himalayan kingdom countries = Sikkim (till it

became one of Indian state in 1975), Nepal and Bhutan and

2. V.T.Belfiglio, "Economic Aid tco Bhutan and Sikkim*,

International Studies (New Delhi), vol.l3, 1974,
p094o
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also later on Bangladesh is in the shape of bilateral aid
and is one sided. The grant element in India's aid to

these countries is larger. In case of Bangladesh, however,
later on it was reduced to virtual nominal. At the same
time countries like Sri Lanka and Maldives are the recipient
of lesser amount Oof ald in the form of credits, soft loans
and technical assistance. With Pakistan, however, India
has only limited trade relations.

Nature of Indian Aid

India is the only country which is neither too sophe
isticated nor too expensive in technology. It can also
provide skilled manpower and capital resources among the
South Asian countriese. The important feature of Indian
ald is that credits afe provided on easy terms, and they
are repaid through exports. The loans are also soft as
they ale repayable over a long period of time at a nominal
rate of interest.3 Indian aid to the South Asian countries
does not involve any military and political commitments

and is based on the principle of mutual benefits. For

3 Brojendra Nath Banerjee, India’s aid to Neighbour

i:gux.ltries (New Delhi, Select Books, 1982) , Ppell6=
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instance, India’s ald has been given to built infrastruc~
ture in Nepal which is important for Nepal's economic
development. It also enswe security to India against

potential Chinese threat.

In'dia with scarce resources, incidentally finds
technical aid as the most ideal for meeting its policy
objectives of aid with a very low cost and with a poten-
tial of wide impact.

The variety of Indian aid is clear from the fact
that while in Nepal and Bhutan her aid is aimed at creat-
ing infrastructure, at the same time in Bangladesh it is
designed to restructure a war ravaged economy.4 The main
forms of Indian gid in South Asia are grants, soft term
loans, credits, projects aid, deputation of experts,
training facilities and technical and scientific informa-
tion. It has been estimated that about 65 percent of
total Indian technical assistance finds its way in South
Asla accurately called the sheet-anchor of India’s aid
prograume.s India's bilateral aid programme includes

her exclusive assistance to neighbouring countries in
South Asia.

4. Dewan Chand Vohra, India's Aid Diplomacy in the
Third Worl_@ (New Delhi, Vikas, 1980 ¢ Pel3e

5 Srikant Dutt, "India's Aid to Coedeveloping Counte
ries®, Mainstream (New Delhi), 5 aApril 1980, p.672.
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Indign aid to Sikkim

Sildcim wés f.he protectorate of India. In Sikkim,
India*s aid programme has its origins in early 1950 foll-
owing a peace treaty on 5 Decenber .'1.950.6 In pursuance
of the peace treaty, the Government of India extended a
grant of Rs.50,000 in 1950 to Sikkim and later on the
Government of India contributed the whole amount of £irst
four plan's outlay as grants. The amount given by India
during plan period of Sikkim is given in the following

Table. Moreover, technically qualified deputations from

Teble I

INDIA*S DEVELOPMENT ASSISTANCE TO SIKKIM
. DURING 1954-55/1975-76

(Rs. in_lakhs

Plan and Periocd Aamount -
First (1954-61) 324.00
Second{(1961-66) 813.00
Third (1966-71) 900 .00
Fourth(1971-76) 1850400

Source s Minigtry of External affairs annugl Reports.

Pe3Be

6. Foreign Policy of India ¢ Text of Documents,
1947-59 (New Delhi, Lok Sabha secretariat, 1959),
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India continued to play their role in implementing the
dev elopment projects in Sikkim, until it became twenty=-

second state of Indi.a.7

Indian Aild to Nepal

Nepal is a landlocked country. It has no competing
access to sea and its access to sea is only through India.
Since the revolution of 1950 the Government of Nepal has
b'een eager to seek foreign capital and technology to meet

the growing demands of its people.8

Her strategic locat-
ion attracted a number of donors. Nepal 1s located at a
very strategic place as it is on the edge of Sino-Soviet
border and sandwitched between India and China. Several
woXrld powers diagmetrically opposed to each other have
lent a purposeful hand in the uplift of this nation.
Belng a sovereign state, Nepal is accepting large volume
of ald in order to keep up several alternatives to avoid

dominance of anyone. She, indeed, provides a fascinating

7.  For details see V.T.Belfgafio,n.2, pp.94-99 and
also Ministry of External Affairs Annual Reports.

8. Nepal'’s social structure and economy as inherited
from the Rana times, was feudal toc the core. Though
nominally independent, her condition was worsge than
4 colony because Ramds kept her secluded in their
cwn inffiteStf. Rameikant, “Foreign uand Economic Growth
and Po cal Development in Nepal®, India Quarterl
(New Delhi) July-Sept., 1983, pp.250-251., o
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example of a recipient who gets economic assistance from
div erse sources = communist, non-communist, aligned,
non-aligned, developed and underdeveloped. In the race

of aiding Nepal, India never wishes to layg behind.

Immediately after independence, India regarded Nepal
as her most trusted friend and always stood by her side
in any event of distress. On 6 Decerber 1949, Indian
Prime Minister, Jawaharlal Nehru saids ®We have desired
not only to continue our old frieﬁdship‘but to put it on

)
a still firmer footing.’

The decision to extend technical and economic assis-
tance to Nepal is not born out of a new diplomatic process
but ig simply the extensioxfjéritish policy to maintain
special relations with the Himalayan states. New Delhi's
approach has been brought out clearly in the treaty of

peace and friendship of 31 July 1950.1°

New Delhi is cautious that no inimical power should
get an upper hand by providing economic aid to Nepal,

which would undermine its basic interests in the kingdome

9. Jawaharlal Nehru, India'’s Foreign Policy : Selected
Speeches, 1949=-53, p.571.

10. Foreign Policy of Indiag 3 Text of Documents 947-
____59 (New Delhi, Lok Sabha Secret_:ariat, 1959) , Pedle
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Moreover, in order to assert its special position in the
context of aid as well as in conformity with provisions
of the treaty. India does not relish an(} other country
assisting Nepal without its prior approval and it also
affirms that it will not interfere in Nepal's internal
affairs. When the Indian Prime Minister, Nehru visited
Nepal, he dave a hint while addressihg a public meeting

by remarkings

If you seek our help in say technical
or other sphere, we will do our utmost
to be useful to you, but we never want
to interfere.(ll)

Indie has Vit;\l i)olitico- security interests in
Nepal. after the annexation of Tibet by China, it has
ceased to remain a natural buffer between India and
China. Consequently, Nepal, thus emerged as a very
important buffer between the two giantse It is an area
of immense strategic importance to India and is generally

described as "India’s northern s','at:ewaay“.12

11 The Statesman (Calcutta), 17 June 1951.

12 »If Nepal falls under the influence of any unfriene
dly power such as China the entire Gangetic plain
would be exposed”, see for details, Mahendra P.

Lama, Ihe Economics of Indo-Nepslese Cooperation,
(New Delh'i-.. 198 » pp.]_.—Z.
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India’s cooperation with Nepal began in 1951 with
the building of an airstrip in Nepal. In January 1952
M.P.Koirala, the then Nepalese Prime Minister, came to
India to seek assistarce on a large scale. India, being
relatively more developed in assets, skills and technical
advancement readily extended its hand of cooperation to
Nepal. The construction of Tribhuvan Rajpath (1956) and
Gaucher airport were the first two projects succ essfully
undertaken by India. Moreover, for the expedient imple~
mentation of aid projects, India set up Indian aid mission
in Kathmandu in 1954 which was later on renawmed as Indian
cooperation mission in 1966« It marked a new phased in

Indo-Nepalese cooperation. 13

Nepsl started its development prograrme in 1956
and followed the Indian pattern of planning for develop-
ment. But India‘'s a.ctive. involvement and assistance
in Nepal began as the latter became f£ree £rom Rana oligar-
chy. Even before launching of its first five year plan
in 1956 India gave Rs.442.00 lakhs to Nepal for develope
ment purposese During first three plans, there was a

tendency of increasing India's aid to Nepal but in the

13 “Earlier India gave assistance to Nepal on ad
hoc basis and no systematic planning was there®,
See for detalls, Ibide, p.10l1.
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the fourth plan, there was decline in India's aid as
India gave much of its agsistance to Bangladesh to recon-
struct its war ravaged economy. But after fourth plan,
India*s aid share in Nepal's development has increaseds
It revealed an increase of 3l1.2 percent in the £ifth
plan and an increase of 52.4 percent in the sixth plan.
The decline in India aigd in the fourth plan pericd,
1971-76, was relative and not absolute as there was an
overall increase in the size of Nepal's five year plan.
India’s aid to Nepal's five year plans is given in the
following tablee.

INDIAN AID TC NEPAL'S FIVE YEAR PLANS °

Five Year Plans Ald amounted Percentage of

and Pericd (Rs.in lakhs) increase or
decrease -

1851-56 442.00 -

First 1956-61 552.00 + 24.8

Second 1961-66 2065 .00 +274.09

Thirda 1966-~71 5049,.00 +144.50

Fourth 1971-76 4422.60 - 12.4

Fifth 1976-861 5802.00 + 31.2

Sixth 1981-86 * 12284.00 + 52.4

Sources Mahendra P.Lamd, The Economies of Indo-Nepal-
lese Cooperaticn (New Delhi, 1985), Table V,p.126.

*  annual Reports by Ministry of External Affairs from
1981 to 1986.
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India'’s economic assistance to Nepal is compre-
hensive and designed to bring about all round develop=
ment of Nepal. India®s assistance to Nepal covers each
and every sphere of later's economy such as transport
and communicétions, post and telecomnunicaticn, health
and social welfare, rural development, industrial

development and technical facilities, etc.

Transport and Communications

More than 50 percent of India's assistance to Nepal
has been allocated for the development of transport and
communications that covers mostly roads, railways, civil
aviation or airfields. Nepal remained a fragmented
economy with embryonic internal transportation system
as roads were non-ecxistent before 1950. The major step
in the direction of developing a transport system in
Nepal was taken by India when it agreed to collaborate
with USA for this purpose. This had become essential
as Nepal had started cultivating relations with China

against the wishes of both India and the USA.14 This

14, "Both India and the USA along with Nepal agreed to
launch a tripartite agreement of road construction
in 1956 which was to be implemented by Joint
Regional Transport Organization. See for details,
Miggstry of External Affairs, Annual Reports 1957«
1958, peld.
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collaboration, however, could not work and India on its

part, agreed to finance construction of two roads,

Kathmandu-Trisuli and Sonauli-Pokhara at a cost of

Rsel4d.5 cmres.ls

The significant and major venture undertaken by
India in this field was the construction of "East-West
Highway" known as Mahendra Rajmarg (which is divided into
three sectors — Eastern, Central and Western), India
had taken up the construction of both eastern as well
as western sector of road which cover 410 miles out of
the entire stretch of 640 xn:llt-:s.'16 Besides thisg, Kathe
mandu Trisuli road, TripureshwareThankot road, Janakpur
town road, Dakshinakali road, Hanuman Nagar Rajbiraj xoad,
Kosi Gandak area roads and Kathmandu Godavari roads

were also constructed with Indian assist;ance.l7

India had also enbarked upon the construction of

alr fields and railways in different parts of Nepal. Apart

15, Murlidhar Dharamdasani, n.l, Pe44.
16, The Hindu (Madras), 8 March 1976.
17. Economic Times (Delhi), 20 Dec., 1983.
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from the Gaucher airport, India has so far completed work
on airports namely Bhairwa, Birathnagar, Janakpur,

Pokhara and Simra at a cost of Rupees one cnore.ls

More=
over, India also contributed to the railways network of
Nepal by providing expert services for surveying the 60

kms. Raxaul-amlekhganj rail link.

Posts and Telecommunicaticns

India has also provided assistance for modernising
Nepalese postal services. It extended an aid of Rs¢l.2
million for the construction of Kathmandu's General Post
Of fice. In 1968, a teleprinter link between Kathmandu
and Calcutta was also set upe In 1970 direct teleprinter
circuit was installed between Kathmandu and New Delhi
and in the same year Kathmandu-Raxaul telephone line was
also commissioned with Indian assistanée. Ti11 1985,
India had given assistance for various services to

Nepal.18a

18, The Motherland (Kathmandu), 21 Dec., 1966.

18a. PFor details for various services, like direct
telephone, telegraph, telex circuit and microwave
link, etce. See M.,P.Lama, n.l2, p-lOB.
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Education and Social Helfare

India has directed its assistance in the field of
education in order to effect general social change and
pol.it:u:al consciousness in Nepal. More than ninety
percent of Nepalese experts have been trained in India.
Besides, setting of Tribhuvan University 4in 1960, India
had also extended aid for the construction of various
buildings for science block, Iresearch centre, a library,
etc. An artistic edifice for National Archives was also
constructed with Indian assistance at a cost of rupeecs

six ¢ror es.lg

Indis's assistance in the field of sucial welfare,
1nclud5.ng medical and health service has been significant.
ALd has been extended to the *Propkar Shri Pamch Indra
Rajya Laxmi Devi Matornity Home® at Kathmandu not only
by providing medical personnel, construction of aaditional
buildings but also of meeting its running expenses and
the cost of medicines. India has been cooperating with
the Nepalese government in the implementation of various
projects for the supply of drinking water in a number of

places. The cost of the water supply scheme undertaken

19. Timeg__gf Ingl_i_._g (Delhi) ¢+ 8 Febe 1984.




102

was Rsele3 crores which included sizeable schemes for
Kathmandu, Biratnagar, Pokhra, Birganj, Janakpur and

Ra jbiraj. %

Rural Development

India has also ermbarked upon the rural and develop-
ment programme with a view to improving the economic and
social condition of Nepal. A programme of village develop=
ment was chalked out and India agfeed to provide Rupees
four crores initially for utilisation during 1959«61.
The scheme envisaged economic and social development of
the fural areas through village development blocks by
increasing agricultural production and development of
horticulture etc. In addition, thiee intensive valley
schemes were also taken up to meet the all-round develop-
ment needs of the Pokhra, Lalitpur and Falung valleys.
Recently a high level Indian delegation has identified
areas where fruits and vegetables can be grown on a
commercial scale and the team favoured an integrated

approach to production, stoXage and processing.21

20 Dharamdasani, Nel, Pp.5l=52e.

21 Times of India (Delhi), 18 July 1983.



103

Indugtrial Development

Indiaﬁ aid to Nepal is also significant in the
field of industrialization. Its assistarce of Rs.l7.4
lakhs in this field started in the form of building an
industrial estate at Patan, the first phase of which was
inaugurated in 1963 by the King of Nepal. Apart from
it India had also given its aid for the construction of
two industrial estates in Dharan and Nepalgan] at a cost
of Rs.2.8 million and RS.5.14 million respectively in
1975. A memorandum of understanding was signed on 16
Septenmber 1978 between Nepal and India for further colla-
boration in the industrial development of Nepal and
Rs.180 crores is to be invested jointly in various indus-
trial projects. This includes a rupees eighty crore
cement plant at Udaipur in Nepal and rupees sixty crore
paper plant for westeln Nepal.22 Feasibility studies
for the industrial estate of Rajbiraj and the expansion
of the Butwal industrial estate had been completed and

its construction had started in 1985.23

22, The Statesman (Delhi), 27 Sept. 1978 and
Times of Indig (Delhi), 25 sept. 1982.

23. Ministry of External Affairs, Annual RepoXts
1983=-84, Pp.6=7.
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Project Ald For Power Development

Nepal's three rivers, Kosi, Gandak and Karnalil
and thelr major tributaries provide virtually unli-
mited potential for the generation of power. These
rivers after being harnessed will provide protection
against floods. They will also provide water for irri-
gation and power, for both India and Nepal. Aamong
diff erent major projects undertaken by the joint efforts
of the two countries are the Kosi and the Gandak project,
in the field of multi-purpose river valley projects and
Trisuli, Pokhra, Devighat project in the field of hydro-
electricity are worth mentioning.24 A green signal
has been given by India to three projects, the Pancheswar,
the Rapti and Karnali in Nepal. India is presently
assisting Nepal in the extension of pumped canal of
Saptari and the distribution system of the western Kosi

canal at a cost of rupees 12.5 crores.25

In 1985-86
elight new projects worth about rupees thirty crores will

be taken up for phased implementation, which include

24. Lama, nh.l12, Pp.115-120.

25. The Statesman (Delhi), 5 Feb.,1983.
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rural electrification of seventy-six villages of Northe

west of Kathmandu. 26

Technical Assistance

India continued to make a major contributilon towards
dev elopment of technical manpower in Nepal by giving
training to Nepalese and providing facilities for higher
education. Deputations from India include planners,
engineers, architects, ieachers and professors etc. for
educational institutions malnly in the Tribhuvan Univer-

Sithz.]

India set up three training institutions din
Nepal viz. the Rural Institute at Patan, Engineering
School at Kathmandu and Forest Research Institute at
Hitauda. Indian technical assistance is aimed at increa~
sing the domestic stock of skills and productivity and
to strengthen and supplement Nepal's capacity to produce

~ hew states.

The table below shows India's aid commitments to
Nepal from 1951 to 1986. It may be marked that upto 1970
India'*s aid to Nepal was progressively increasing as
India undertook a number of projects in Nepal. The

26. Asign Recorder, 1985, vol.31l, p.18396.
27. Vohra, n.4, 90830
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Table - I1X

YEARWISE AID COMMITMENT BY INDIA TO NEPAL

Period/Year - Amount Percentage of
— (Rs.in iakhs) total assistance
1951-56 442,00 l1.44
1956-51 452.00 1.80
196166 2065 00 6.73
1966-67 837.00 2.73
1967-68 881 .00 2.87
1968-69 1098400 3.58
1969-70 1197.00 3.90
1970~71 936.00 3.05
1971-72 912.00 2697
1972-73 803.00 2.61
1973.74 834 .00 2,72
1974-75 897.80 2.93
1975~ 76 976 .51 3.18
1976-77 1056 .44 J.44
1977=178 924.39 3.01
1978-79 1104.19 3.60
1979-.80 1460.34 4.76
1980=381 1421.60 4.63
19281-82 1575 .00 5.13
1982-.83 4841 .45 15.79
1983.84 1788.47 5.83
1984-85 1341.50 4 37
1985-86 2739.87 8.92
Total 30684457 100

Sources Ministry of External Affairs, Annual Reportg.
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sudden £3ll in India's ald contribution duwring 1971-75
was mainly because of India's active involvement in the
reconstruction work in the war ravaged economy of
Bangladesh. HoWwever, the deep variation in aid commite
ment in 1960 and comparatively smaller variation in 1970
can be attributed to the fact that in the latter decade
most of the Indian assistance to Nepal was in the fomm
of maintenance aid as against the earlier which was

mainly infrastructural aid.

After 1975 India's aid commitment to Nepal has
been showing constant rise except the year 1977-78.
This year the decline was only marginal i.e. decline of
0«43 percent than previous year. In the year 1982-83
India®s aid commitment to Nepal was 15.79 percent
because Nepal's sixth plan started in 1981-82 under which
India had sanctioned aid for various development purposes
in Nepal. Besides this, locan element was very small.
Out of the total Indian assistance to Nepal, the total
amount of utilized loans by Nepal was only Rs.28.45
crores, At the same time the utilised grants clement
in Indian aid to Nepal was approximately nine times

greater than that of loans.28 In Septenber 1985 the

28 See Appendix 12.
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King of Nepal voiced the feelings of both countries by

saying on his return to Nepal from India:

We are happy to note that the growing
understanding between Nepal and India which
has found a further fillip e.. has given
us cause for satisfaction.(29)

Indian Aid to Bhutan

Since Bizutan constitutes a crucial 1ink in Sino=
India relations in the Himalayas, the kingdom has tre-
mendous importance for India,3° Bhutan, however, was
the late entrent in India's aid list despite the fact
that India and Bhutan were first to sign a friendship
treaty on 8 August 1949, one year before the Indo-Nepal

friendship treaty.>:

Indian aid to Bhutan flowed much
later than it did in the case of Nepal not because
there was any lack of intefest by India in Bhutan, but

because of Bhutan's refusal to accept any ald lest it

29. Ministry of External Affairs, Annual RepoIts,
1985-86, P.6e

30 Bhutan is a landlocked state lodged on the southern
side by the great Himalayan range. It is bounded
on the north by Tibet and West by Indian state of
Sikkim and on the east and south by the Indian
states of Assam and West Bengale.

31. Foreign Policy of India 3 Text of Documents
__1'9"'7: =55 (New Derhi, S LoR Sabha SocTctarist, at, 1950),
Pe ,0
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interfered with its national prestige. In 1955, signi-
ficantly at a time when India'’s policies of non-align-
ment and panchsheel were at their zenith, Bhutan refused

aid when of fered at the time of the visit of R.K.Nehru,

a high official in the foreign office.32

Prime Minister Nehru, during his visit to Bhutan
in 1958 allayed the fears of the Bhutanese rulers when
he said on 24 Septenmber 1958:

Some may think that since India is a great
and powerful country and Bhutan is small
one, the former might wish to exercise
Pressure on Bhutan. It is, therefore,
essential that I make it clear to you
(Bhutanese people) that our wish is that
you should remain an independent country
and take the path of progress according

to your wille At the same time, we two
(India and Bhutan) should live with mutual
goodwille We are members of the same
Himalaydn family and should live as friendly
neighbours, helping each other. The freedom
of both Bhutan and India should be safe-
guarded so that no one from outside can

do any harm to them.(33)

Nehru's persuasive diplomacy did bring positive
results and rLeports later in 1958 indicated that Bhuta-

nese government had accepted a small sum for road

32 vohra, ne.4, PPe. 87=-88.
33 Ibide, Pe88e
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construction as well as material and equipment. The
Bhutanese attitude towards India marked a significant
change in 1959 when the Chinese presence in Tibet became
more menacing and Bhutan developed apprehensions about
further developments on her own borders. Later duxing
1959 India and Bhutan agreed that from 1960 onwards

India would provide Bhutan an annual grant of rupees seven
lakhs for development purposes which would enable the
Government of Bhutan, to draw its development plans on

a syStematic pattern covering every phase of country's

economy. 34

In Pebruary 1961, Bhutan invited a team from the
Indian Planning Commission to devise the first development
plan (1961-66) for the country which was totally financed
by India. It made a grant of Rs.l7.44 crores to finance
the complete plan. The plah envisaged social projects
and general development measures for the growth of Bhuta-
nese economy. Road construction programme was given a
high priority, and infact seventy percent of the planned
expenditure was devoted to this activity.35

34. Ministry of External Affairs, annu Report
1960-61, p.8.

35. VOhrao no4o poago
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India contributed rupees twenty crores as grants
to Bhutan during the second five year plan (1966-71) .
Assistance was given to Bhutan to set up revenue raising
schemes like animal husbandry and agricultuwe industry
etc. Aapart from this, small aif plane landing strips
had been constructed at Paro and Thimpu to provide
additional links with India. In the field of communica-
tions, fifteen wireless units were initially supplied
by Indian govemment which were to be used for flood

warning. 36

The Government of India had agreed to provide
Rs«35.5 crores to finance Bhutan'’s Third Five Year Plan
(1971-76) , but following modification and expansion of
Plan size, India's contribution to the implementation

rose
of the Third five year plan of Bhutan/to about rupees

fortysix crcres.37

During the third five year plan,
the formal agreement on the Chukha-hydro electric project
estimated to cost rupees eighthree crores and designed to
produce 332 MW of powerv was signed on 23 March 1974.
India is financing the project on the basis of sixty per-

cent of grant and forty percent :l.c»em.38 India has also

36. Banerjee, n.3, p.463,

37. Ministry of External Affairs Aanual Re
1975-76, pel5. ‘ =ERoits,

3s. Hindustan Times (New Delhi), 27 March 1974.
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undertaken to finance the construction of cement plant
with an annual capacity of 1,00,000 tons at Pagli in
Bhutan at a cost of rupees seven crores. The cost of
which was met through Indian grants and 1oans.39 Both
would provide bases for the development of Bhutan's

economy and industrye

India had offered assistance of over Rs.70.30
crores out of its total plan outlay of rupees eighty

crores in Bhutan's Fourth Plan_(1976-81) .° The Bhutanese

delegation discussed with Indian officials a number of
projects such as micro-wave links, broadcasting station,
irrigation and dairy schemes as for their establishment
India can provide financial and technical help. As a
result of which India has provided help in the survey
of Begna and Rydak hydro electric schemes and micro

hydel project of power supply to different areas of Bhutan.?l

39, “The agreement was signed on 26 July 1974 by the
Pagli project authority and the Cement Corporation
of India, appointing the latter as consultants for
setting up cement plant on turnkey basis®. Ministry
of External Affairs, Annmual Report 1976-77, ppe2-3.

40. ®India’s financial assistance during the fourth
Plan has seen an average rate of Rs.l0 to Rs.l2
crores per annum®, Times of India (New Delhi),
16 June 1981,

41 Andian Express, 26 May 1981.
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buring the fourth plan period India assisted Bhutan in

the construction of cement project at Penden ;rhich is
estimated to cost Rs.l12.75 crores. 1India has also

helped in the comprehensive allied irrigation schemes

in the town of Gayleghug. A sum of Rs.2.l13 crores was
given for geological and mineral exploitation in Bhutan

in the year 1977-78. The Ministry of Agriculture under
the Govermment of India carried out a pre-investment

survey of forest resources for the exploitation of Bhutan's

forest wealth during the fourth plan period.

Out of a total cutlay of Rs«433 crores for
Bhutan fifth five year plan (1981-87) India would finance
to the tune of Rs.134 crores. as part of this contribution,
India pledged a grant of rupees twentyfive crores for
1982-83, while in 1983-84, a sum O0f Rs.24+77 crores was
released to Bhutan as plan subsidy and in 1984=-85, a
sum of Rs.28.60 crores was granted to Bhutan as plan
subsidy. Besides this, a grant of ten lakhs was given
by India for Monastic complex in Bhutan. India had given
rupees five crores to Bhutan for the construction of a
Secretariat complex and for the renovation of Bhutan's
famous monasteries and administrative centres. A grant
of rupees two crores by India had emabled Bhutan to

undertake urban development works.42

42 Ministry of External Affairs, Annual Reports
198283, 1983-84, 1984-85, 1985-86,
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Bhutan's present £ifth development plan ends
in 1987 Bhutan is now approaching towards sixth plan
which will introduce a new phase in Bhutan's develop-
ment. The process of drawing up Bhutan’s next plan
(1987-1992) has been initiated by Bhutan and a team
from the planning cbmmission and the Ministry of External
Affairs, held talks with Bhutanese counterparts in
August 1985 on the .. conceptual bases of sixth plan.
Indian Prime Minis‘;:er Rajiv Gandhi during his visit to
Bhutan in september 1985 affirmed India's commitment to
continuing participation in Bhutan's forthcoming sixth

plan.43
lable = IV
INDIAN AID TO BHUTAN'S FIVE YEAR PLANS

Plan/Perlod Covered Amount (in crores Rss)
First (1961-66) 17.44

second (1966-71) 20.00

Third (1971-76) 44.00

Fourth (1976-81) 70 .30

Fifth  (1981-87) * 134.00

* It does not include the grant cum loans for Fenden
Cement plant and the Chukha pro ject.

Sources Ministry of External Affairs, Annual RepoXts
from 1961-62 to_1985-86.

43 Indian Express, 26 May 198l. '
Asian Recorder, i1 and 7 Jan.,1985,p.18604.
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The above table shows Indian aid to Bhutan's
five year development plans. The first three plans were
drafted and financed by India. While in the fourth plan
which incorporéted Bhutanese ideas alsc, India had cont-
ributed approximately ninty percent (90%) of the total
plan outlay. Moreover for the f£ifth plan, which is
entirely product of Bhutanese genuis India had offered
50 percent of the plan outlay as aid. The amount which
India has given for Bhutan's fifth plan is approximately
double of the amount of the fourth plan and near about
eight times greater than the amount sanctioned in the
first plan. Ingpite of the involvement of other
international agencies as donor in Bhutan's development
the amount of India aid provided by India is still

lal‘ger.44

Ald commitments by India to Bhutan is the largest
not only amongst the Himalayen kingdoms but also amongst
all the South asian countries. Except for the years
1970.71, 1979-80 and 1982«83 the percentage of Indian
ald has been increasing as shown in tgble V belows

44. See Appendix 12.
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YEARWISE AID COMMITMENTS BY INDIA TC BHUTaN

Period/Years

, assistarce
1961-66 1744.00 3.50
1966-67 314.00 «65
1967-68 406 .00 84
1968-69 571 .50 1.86
1969-70 674450 1.40
1970-71 638425 . 1.32
1971-72 715 .00 1.48
197273 1024.50 2.12
1973.74 1337.50 2.77
1974-75 1577.09 3.27
1975~ 76 1943.12 4.03
19 76~ 77 2347.,50 4.87
1977-78 2466 .00 5.11
1978-79 3513.84 7.19
1979=~80 3046 .00 6.39
1980-81 3352,76 6 .85
1981-82 386 3.88 8.01
1982-83 2222.00 4.6%
1983-84 5688 .50 11.70
198485 6238.19 12,84
1985-86 4536.27 9,32
Total 48220.40 100

Amount(Rse in lakhs) Percentage of total

Source s Ministry of External Affairs, annual Reports
from 1960-61 to 1985-86.
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‘The decline in Indian aid in 1970-71 was due to India's
involvement in 1971 war with Pakistan for liberation of
Bangladeshe While in 1979-80 Bhutan took different

~ stand than that of India on the Kampuchean issue and
called for closer relations with Chinae Bhutan also
demanded satisfaction of 1949 treaty. As it wanted no
secret of its desire to open direct and bilateral nego-
tiations with China (The friendship treaty of 1949
demanded that Bhutan should consult India on matters
relating to its internal defence, security and interna-
tional affairs). It was Bhutan quest for a new
role in the world community which got occassionally
articulated in a demand for revision of treaty of 1949.
But this decline in 1India’s aid is only marginal ie.ee.
0.8 percent in 1970-71, d;87 percent in 1979-80 and
3.40 percent in 1982-83. There is an increase in overall
aid commitment by India. whereas in the first five
years (1961-66) India had given Rs.1744.00 lakhs to
Bhutan in 1985-86 this amount rose to Rs5.4536.27 lakhs
for one year, which is approximately four times than

the previous one,

Technical aAssistance

Apart from this India had assisted Bhutan in

technical fields by sending experts and technicians for
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development pro jects, training facilities, seminars and
scholarship to Bhutanese. The amount of scholarship
reached to Rs.14 lakhs in 1985-86 which is more than
double of the 1964-65 which is Rs.5.08 lakhs. India
has also provided educational and training facilities
to Bhutanese in various fields like science, technology.

medicine and telecommunicationse 45

Certain projects
like area development, poultry, animal feed plant and
fruit canning etc. has also veen identified with the
help of Indian surveys. Besides this, India continues
to supply, at Bhutan's request certain essential commo-
dities such as wheat, rice, sugar, coal, steel and
edible oils etc. at controlled prices. Indian experts
visited Bhutan to help it in setting up a super market
type structure to provide outlets for basic consumer

goods at fair prices.46

India has cooOperated in Bhutanese development
process mainly by way of grants and technical and man-
power assistance for its projects. The lcan element is

very small in Indian assistance to Bhutan.%’ It can be

45. Ministry of Bxternal Affairs, Annual Report
1985=86, Pp.5=6.

46, Ibidep pP.6.

47 See Appendix 12.
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said that Bhutan has been receiving a fair quantum of
foreign aid consisting of mainly grants from India and
India will continue to offer assistance on larger scale

to Bhutane.

Indian aid to Bangladesh

Bangladesh is surrounded by Indian territory
except £or a short southeeastern frontier with Burma and
the southern coast fronting the Bay of Bengal. China
and Nepal being separated from Bangladesh are two closest
neighbours after India and Burma. The modern state of
Bangladesh had emerged in 1971 after eleven day war with

Pakistan, 48

which previously was known as East Pakistan
(one of the five provinces into which Pakistan was
divided at its separation from British India in 1947).
Bangladesh emerged as an area of highest bilateral aid
concentration for India in its sub-continental economic
cooperation during the early 1970s. It Was necessitated

because of political events in the area as well as due

48, *During the ll-day war in the eastern theatre,
the Joint Mukti Bahini Command of Bangladesh and
India defeated the Pakistani army which surren-
dered on 16 December 1971"* with this a new
situation emerged in the subcontinent i.e. birth
of the sovereign independent state of Bangladesh.
Banerjee, no3. pp0360-610
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to the fact that Bangladesh economy had the necessary
infrastructure and its aid absorbing capacity in compari-
'son to Himalayan kingdoms, at its inception, was

49 Indian aid to Bsngladesh can be divided into

immensee
two parts (a) Aid for reconstruction (b) Aid to develop

beneficial economic relationse

Reconstruction PXogramme

Bangladesh at her birth had a number of problems
and needed economic assistance of vast magnitudes The
first and the foremost problem for the new Republic was
the return of ten million refugees who had poured into
India at the time of the s:truggle for the freedom of
Bangladesh. Immediately after the liberation‘of their
homeland these refugees started returning towards their
homes which created the problem of their resettlement.
In this task, the Govermment of India extended a grant
of Rs.18.58 crores to the Government of Bangladesh to be

spent on refugee relief in the form of cash doles.so

49, Vohra, ne.4, p.l01l.

50. Ministry of Extermal Affairs, Annual Reports,
1971-_'_2_2_' p‘ll. ! 2
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By March 1972 most of the refugees had returned
to Bangladesh and the next problem was to Leconstruct
the war ravaged economy of Bangladesh. A grant of
rupees twentyfive crores for the purchase of urgently
needed commodities was extended by the Government of
India to Bangladesh. apart from this, India extended
l1oans to the Bangladesh to help her overcome its economic
difficulties. A loan of Rs.10 crores was made in March
1972 for rebuilding railway network in Bangladesh. The
Government of India provided a further loan of § 5
million in foreign exchange for the foreign exchanged

needs of Bangladesh .5 i

The year 1972-73 marked the period of the heaviest
Indian economic assistance to Bangladeshe & sum of
Rs«200 crores was budgeted for economic assistance to
Bangladesh during 1972-.73,0f this amount Rs.167.63 crores
had been fully allocated. (Rs.132.80 crores in the form
of grants and Rs8.34.83 crores in the form of loans on
concessional terms.). Aapart from this, the internal

food imports from India was entirely in the form of gifts.

51.  Ibide, p.ll. J2
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The largest component of Indian aid was the grant of
7,50,000 metric tonnes of foodgrains which was further
augmented by another 1,50,000 metric tonnes of food-

52 ypto August 1973 India had allocated a sum

grainse.
of Rs.210 crores as financial assistance to Bangliadesh

in the form of grants and lOans.53 These supplies from
India enabled Bangladesh to conserve its hard currency

for resumption of its trade relations. The Indian Railway
engineers successfully completed the repair of the vital
bridge in Bangladesh, formal ly opened on 12 October 1972,
which helped ease the transportation problems within

Bangl adesh .54

Beneficial PBconomic Relations

Initial aid for rehabilitation and reconstruction
of Bangladesh economy was succeeded by a more diversified‘.
mutual ly beneficial relationship. The economic assistance

by India to Bangladesh had been given new dimension during

52. Ministry of External Affairs, Annual Report,
1972—730 Pe8Bo

54. Ministry of External Affairs, Annual Report
1972-73, P.8e ’
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1973-74, as the priority had now shifted to cooperation
in the fields of trade, industry transport and water
management instead of supply of essential goods and
services. In addition to the amount of Rs.200 crores
earmarked for Bangladesh during 1972-73, which was partly
spent during 1973-74 and 1974-75, the Govermment of
India agreed to give the ﬁolléwing aid and commercial
credits during 1973~74:

(a) Rupees ten crores for the purchase of equipment.

(b) Rupees twentyfive crores special bank credit
for the supply of items like the railway wagons
and coaéhes. pumps, tubewells, transmission lines
and power egquipmente

(c) Rupees Pifteen crores temporary bank accommodation

for one year for the supply of textile.>s

Despite its own economic constraints in 1974=75
India made available loans and credits worth rupees
thirtyeight crores i.e. rupees five crores for Chetak
Cement plant, rupees ten crores for purchase of commodi-
ties by Bangladesh from India and rupees twentythree
crores provided by the Industrial Development Bank of

India.”® A further credit of rupees ten crores was made

55, Ministry of External Affairs, Annual Reports
- 1973~74, Pp.S-10. -

56. Bangladesh Observer (Dacca) 21 May 1979,
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available in August 1974 to assist Bangladesh in meeting
an acute balance of payment position. Aapart from this,
as a token of sympathy and solidarity with the victims
of July-August £lood ravaged in Bangladesh, a commodity
grant of rupees five lakhs was made available by the

Gov ernment of India.s 7

From mid 1975 onwards further areas of economic
aid to Bangladesh were explored. In May 1975 the then
Indian Planning Minister, D.P.Dhar, accompanied by a team
of senlor Indian officials visited Bangladesh and held
wide range discussions on economic cooperation between
the two c:caunt:ri.es.s8 An agreement for the supply of
2,000,000 tonnes of limestone annually to the Chetak
Factory by the Komarrah Limestone Company for twenty years
was concluded in May 1975. In addition, the Government
of Indla initiated feasibility studies in the fields of
Clinker Cement and Fertilizers, each costing Rs.one lakh.
India also sanctioned technical assistance in the field
of sponge iron. The cost of the feasibility study on

this project was to rupees thirteen lamkhs.59

57. Ministry of External Affairs, Anmnual Reports,
1974-75, p.12.

58, VOhra, n.4, P01030

59 Ministry of External Affairs, Annual Report 1974-75
Pelle
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Despite all the aid given by India Bangladesh
tumed hostile towards the latter during 1975 ( a bloddy
coup on 15 august 1975) resulting in the reduction of
aid commitments by India to that country. India conti-
nued her efforts to reduce bitterness and gave Rs.5.81
million as grant and Rs.5.81 million as credit to
Bangladeshoso It started picking up rather hesitantly
and even in 1977-78 it was at the 1975-76 level. However,
during 1978=79 there seems to be an impressive rise
following a fresh phase of political relations between
India and Bangladesh under the Janata government in
India, in 1977. 1In December 1977, the Eastern Paper
Mills Ltd. a Calcutta based £irm concluded a rupees two
crore contract to set up a paper board plant in Bangla-
desh. In July 1978, Siemens India was entrusted with a
Rs.l.8 crore turnkey job for the electrical power supply
system and distribution eguipment for National Assenbly
building complex in Dacca.sl During the last days of

Janata Government (May 1979) an agreement was signed

60 Indian Expregs (Delhi) 16 December 1976.

61. ®*Ingia and Bangladesh s Ecox;‘gmic Relations®,
Commerce, vol.CXXXVIII, no.354, April 21, 1977
PP+639=56 40. ’ ’
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between India and Bangladesh under which india agreed
to supply 50,000 tonnes of wheat and 1,50,000 tonnes
of rice to Bangladesh to help her in acute food crisis.
The commodity loan of wheat was free of interest and
repayable by Bangladesh within a period of eight
months after delivery but in case of rice, the loan

~was for the period of two and half yéars.62

India® s Minister for Industries. » Charanjit
Channa said on 7 December 1980 that

ingpite of India's limited resources,

we have extended credit of $ 4 million

to Bangladesh since 1its emergence as an

independent country, a part of which is
still in the process of being utilised.(63)

In July 1981.'India signed an agreement to supply
1,00,900 tonnes of wheat to Bangladesh which contained
Bangladesh commitment to return foodgrains in the next

two and half years.64

In November 1982 Bangladesh was
facing serious foreign exchange crisis. as a token of
its earnest desire to help Bangladesh, India offered a
Gov ernment to Government credit of rupees twenty crores

and another rupees forty crores as commercial credit

62. Kuégeep Singh, India and Bangladesh (Delhiy 1987) .
Po .

63. Hindustan Times (New Delhi) 8 December 1980,

64.  asian Recorder, 9 July 1982, P.16685.
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from export-import bank for the purchase of capital

goods and equipment. These were given at interest rate
much below the preVai]_.ing market rates.ﬁs On 14 June
1983 India agreed to provide a credit of rupees twenty
crores to Bangladesh and also another rupees forty crores

loan .
/at 9.25 percent of interest repayable in thirteen yea.r::s..66

No doubt conflicts between the two Governments do exist,
but both desirous to improve the gquality of bilateral
relations under the framework of South Asian regional

cooperatione

' Table = VI

YEARWISE aID COMMITMENT BY INDIA TO
BANGLADESH

Period/yeacs

Amount(Rs.in lakhs) Percentage of total

assistance

1971=-75 3090.00 46.18
1975-76 922,25 13.79
1976-77 288417 4.3
1977-78 263,10 3493
1978=79 365.51 5446
197980 530400 7492
1980=81 121.50 l.82
1981-82 127.49 1.91
1982~-83 165.21 2.48
1983-84 171.00 2456
1984-85 297.00 4.44
1985-86 348.00 5420
Total 6680493 100 __

Sources Ministry of External ALfails, Annual Reportg

f£rom 1970-71 to 1985-86.

5. “ibide., 13-19 august, 1983, p.17313,

66.

Ibide, 1-8 January, 1983, p.16964.,
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The above table shows that Indian aid commitment
to Bangladesh upto 1975 was maximum as it was for recon-
struction of war ravaged economy. But later on in the
years 197677 and 1977-78 there was decline in percentage
of India's ald commitment to Bangladesh i.ee¢ 9.48 percent
in 1976~77 and 0.38 percent in 1877-78 which could be
attributed to coup in Bangladesh and the anti-India
attitude prevailing in Bangladeshe But under Janata
Gov ernment policy of beneficial bilateralism, Indian
aid commitment increased. Again there was decline in
1980-81 and 1981~82 due to Prime Minister Indira Gandhi's
policy end her criticism of Janata Govemment's soft
posture to&ards neighbouring countries. Moreover, aid
commitment to Bangladesh has been progressively increasing
since 1981-82. It rose from 1.91 percent in 1981-82 to
5.2 percent in 1985-86. This could be considered a symbol
cf more friendly and cooperative relations between the two

countries.
Technicgl Assistance

Apart from grants, loans and credits India has
provided technical assistance to Bangladesh in terms of
training facilities, research facilities, expert service

in various fields like railways. banking, administration,

management, agricultuwre, small ®Bcale industry and nuclear
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science in order to restore the infrastructure of Bangla-
deshe Under scholarship programme, hundreds of Bangladesh
nationals and officials were trained in India. In 1984~85,
around seventy scholars availed scholarship offered by

the Government of India.67

Moreover, training facilities
had been also made available to Bangladesh persomnel in
Indian railways and in the National Science Institute

of Kanpur. Indian experts also visited Bangladesh to
provide consultancy services in areas of sugar techno-
logy, Cement and small industries. Three feasibility
studies, at a cost of rupees sixteen lakhs on cenent,
fertilizer and sponge iron were completed by Indian con-
sultants.68 A seven member delegation from Bangladesh
participated in the sixth Indian Engineering trade

fair in PFebruary 1985.°°

Thug, Indian technical agssigt-
ance is mainly aimed to transform stagnant agricultural

Bangladesh economy into a dynamic industrial one.

indisn Aid to Sri lanka

Situated on the southern tip of the Indian sub-

continent, Sri Lanka covers an area of 25,332 square miles,

67 Hizistry of External aAffairs, Annugl Report 1984.85,
Pebe

68. Ibid., 1977-78, Pe3.
69. ’Ibido, 1985—86' p.2.
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almost the size of Greece. It is separated from the
Indian subcontinent by a narrow stretch of water, the
Palk Strait. From the geo-political point of view, Sri
Lanka lies within the periphery of a country, which in
relation to her, indeed by Aslan standards, is a "Big
Power". In this context Sri lanka is to India what

Madagascar is to Africa.m

In 1948 when Sri Lanka became an independent and
sov ereign democratic republic, thirty four percent of its
gross national product was derived from exports and an
ejdual percentage of national income was spent on imports.
The ﬁeakness of the economy lies in the fact that these
exports were subject to wide fluctuations in terms of
world economy and market conditionge S0 in order to
revive its economy Sri Lankan Government had received
ald from variocus countries particularly westem capita-
list countries. India entered into the field in 1966
only after Srimavo-Shastri pact of 1964.71

70. Lalit Kumar, India and Sri L (New Delhi,
' Chetana, 1977), Pele
71 "Stimavo-Shastri Pact on the Issue of Stateless
persons was made and this came to be a big breake~

through in the bilateral relations of the two
countries”s See for details, Ibid., pp.52-54.
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India's vast size and resources, her geographical
proximity and presence of about a million people of
Indian origin in the island are responsible for an attie
tude of suspicion towards Indiae This could be one of
the reasons, why India started giving credits to sSri
Lanka quite late in mid 1960. India provided liberal
credits and soft loans in order to improve the balance
of payment position of Sri lLanka which was frequently
di sturbed by fluctuations in the price of exports of
Sri Lankae Aapart from this, India gave gifts and relief
funds for rehabilitation purposes. Later on, India also
started giving technicsl assistance to Sri Lanka for

development purposes.72

Credits and loans

On 14 Pebruary 1966 India inspite of its own
foreign exchange crisis gave a sum of rupees twenty
million as credit to enable Sri Lanka to import consumer
goods from India @t three percent interest per annume.
The Sri Lankan High Commissicner said that India's

response to Ceylon's need was worthy of emulation by

72 HeSeS.Nissanka, Sri L nke'g Foreign Poli A
Study in Non- ig_ﬁ'in-e'n'%—( ew Delhi, as, 1984),
DPPe 248-250. . )
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Othel‘s.73

On sSeptember 1969 India extended another
credit of rupees fifty million to Sri Lanka for purchase
of some egquipment like electrical goods and machinery

at five percent interest per annum.u

This revealed
that with an increase in the amount of credit, India
increased the rate of interest. Aafter a gap of one year
a further credit of rupees fifty million at five percent

interest per annum had been given by India in 1969.

The credits of the same amount had been given by
India in 1971, 1973 and 1976 but more specific conditions
like fixation of yeatrs in which credits have to be repaid
signified a new trend in India’s aid to Sri Lanka from
1970 onwards. They may be due to Sri Lanka's neutral
policy in Bangladesh developments.’® Aalthough later on
Sri lLanka voted in favour of United Nations resolution
i.e. calling for withdrawal of forces from East Bengal
yet India offered rupees one crore as loan to Sri Lanka

for development projects. Besides this, in 1973 also a

73. Asian Recorder, 5-11 March 1966, p.6963.
74. Indian Express (New Delhi) 2 September .1967.

75. g.g.Dutt. India'g Forei gn Policy (Delhi, 1985),
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offered .
loan of rupees ten crores/to set up fertilizer project

in 1975.7% This showed that India did not let its
relations be maxred by the latter's stand on Bangladesh

dev elopments.

In May 1976, an agreement was signed in New Delhi
providing an interest free loan of rupees ten lakhs to
sri Lanka for the purchase of various items from India
for holding Conference in Colombo in August 1976 The
loan was to be repald over a period of three years in
ejual instalments from 3 July 1977« The Government of
India had also given a grant of rupees tem lakhs for

the same purpo ses 17

On 19 January 1977, Indla gave a sum of rupees
seventy million as credit to Sri Lanka which carried
five percent interest per annum and was repayable in
fifteen and half years including a grace period of three
years.78 The credit was to be utilized for purchasing

various items from India including commercial vehicles,

76. Asig_n_ Recorder, 10-16 Septe., 1975, Pel 2779.
77. JeA.Naik, Indig in Asig and africa (Maharashtra
AVinaSh; 1981’ » mol 4-175, :

78. Asian Recorder, 26 Febe - 4 March 1977, p.13617.
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industrial construction, telecommunication, agricultural
and fisheries egquipment. Previously, essential commodi-
ties, capital goods and machinery equipment could be
purchased. With the emphasis on the purchase of agri-
cultural fisheries and industrial construction eguipments
from Indis, there is an increase in the amount of

credit i.e. an increase of rupees twenty million than the

previous creditse.

Under Janata Government's policy of beneficial
bilateraliasm, there was an increase of rupees thirty
million in the amount of credits. The conditions of
credits were similar to that of previous one. Further
credits of rupees one hundred million were offered by
India to Sri Lanka in 1979 and 1981, respectively without
any change in conditicns, for the same purpose i.e.
purchase of consumer and capital goodss. The list of
credit facilities extended by India to Sri Lanka are
given in the following table.

Gifts d Relief Fundsg

In 1967-68, to help the victims of flood in Sri
Lanka, the Govemment of India made a gift of sarongs and
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Zable = VII

CREDITS FACILITIES EX&ENDED BY INDIA TO SRI LANKA

Year m Amount' Purpo se Condition
(Rs.mi;j.ion) :
1966 20 Essential commodities 3 percent interest
consumer, capital per annum
goods and machinery
1967 50 - GO 5 percent interest
per annume
1969 50 - do- _ 5 percent interest
' per annum for 12
yearse
1971 50 - G0= 5 percent interest

per annum, 15% yrs
+ 3 yrs.grace

perj-Odo
1976 50 ~3Ow - @3Oo=-
1977 70 Consumer and capital '
goods & also agricue- o=
ltural fisheries and =
industrial conste.
equipment,
1978 100 - GOme = GOw
1979 100 = GO0~ -dO=
1981 100 - do- - dO~

Source s Ministry of External Affairs, Annual Reports
from 1965-66 to 1980=81. = ==
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sarees worth of Rs.10,000 to the Govermment of Sri Lanka.79
In August 1970, India met Sri lanka’s reyuest for 10,000
metric tons of sugar to meet the shortagee 1India also
met the cost of about rupees fifty lakhs to establish
cattle breeding unit and donated high breed animals for
sheep breeding centre. Apart from this the Indian govern-
ment gifted rupees thirty two milliom worth of equipment
for direct dialing system pro;‘!.\fect.

India donated a sum of rupees eight lakhs to Srdi
Lanka as contribution towards relief and rehabilitation
purpo ses during ethnic crisis in Sri Lanka in 1977. The
value of relief supplies provided by the indian government
and the Red Cross Society amounted to rupees eleven
‘millions. Apart from this rupees four millions were

given by the Indian govemment for refugee camps.ao

Pechnical Assistanc

India provided training facilities to Sri Lanka's
nationals in the fields of engineering, medicine, fisheries,
mica-mining fertilizer technology and irrigation power.

79 If%g%sggy of External Affairs, Annual Report,
- . : »

80 Ibid., ~ 1983-84, p.2.

Az
K
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Teams of Indian experts from the Engineering Projects
India Limited (EPIL) conducted studies and prepared fea-
sibility reports for setting up rubber based industries

including tubes, tyres and textile technology.al

A sheep
br eeding centre was also set up in Sri Lanka with Indian
assistance as India gave veferinary medicines, and other
equipment at a cost of Rs.6.50 millions.? Besides this,
indian government helped in the implementation of Mahawali
dev elopment programme -- specially by providing feasibi-
lity study in Kotmale project (a component of water resour-
ces development plan of Mahawali river basin) by providing
expertise and technical personnel. Indian technical
personnel had also shown a great interest in the establi~
shment of fertilizer plant and hand made paper unit in

&3

Sri 1Aankae Recently, India also agreed to provide

training opportunities to Srli Lankan personnel for conduce

ting offshore mineral suxvey.84

Thus, it can be said that relations between the
two countries are usually more stable if rooted in

8l. Commerce (Bombay) 8 April 1978, pp.552-553.
82. Ceylon Daily News (Colombo), 14 February 1976.
83,  Commerce, 8 April 1978, pp.552~553.

84. Asign Recorder, 30 April - 6 May 1983, p.l?lSlo
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dev elopmental and technical cooperation ~rather than
icentity of political' views which are so often transient

to local pressure.

indian Add to Maldives

The Maldives, an a:chipelago; of about 2000 coral
islandsg, of which only 210 are inhablted is situated
Ssouth of the Indian territories of Lakshadweep and South

West of sri Lanka.as It

suffers from the problems of
demography of underdevelopment and of intemational power
rivalries. The physical remoteness of Maldives explains
how the islands have remained untouwched by great social
and political changes that have swept across South Asia.sa
Though Maldives became independent in 1965 and transfor-
med itself into Republic three years later i.e. in 1968,
it was only in March 1974 that thread was picked up for

improving relations with India. The then Maldivian Prime

85. J.P.Anand, “The Maldives 3 A Profile®", 1IDgSa
Joumg (New Delhi), Oct=Deces 1976, vol.lX, 901160

86 “The nearest land mass of Maldives lies 300 miles
awaye The distance of Cape Comrin, India’s sSouth
extremely and it is 400 miles eastwards across
Indian ocean to Colombo, the capital of sri Lanka",
see for detalls, a vWorld Bank Country Study,
Maldives an Introductory Economic Report (ashing-
ton, DeCoys 1980); pp-l-Z.
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Minister Zaki arrived in India on his first visit in
Prime Minister

the same year. Subsequently Indian/ on an invitation

of Maldivian Government spent three days in Male from

12 to 14 January 1975. This marked the beginning of a

new and closer relationship between India and Maldives

in the fields of education, fisheries and commnication.87

In Septenber 1975, the International Airport
Authority of India (IAAI) prepared a project report for
the expansion of the Hulele Alrport. Begides this India
assisted in the estabiishxnent of rupees fortytwo lakhs
canning plant with an annual capacity o§ 3,000 tonnese.
India also provided entire equipment for it. A Radio
tel egraphic link between Male and Bombay was set up with

88

Indian assistance. India rendered considerable assise-

tance in training Maldives manpower in different fields
such as civil aviation, custom, parliamentary and secre-
tarial work. Maldivian Prime Minister sald on 30 Decenber
1976 that

the people of Maldives are grateful to

India for sending surgeons dn various
occasions and they are interested in

87 Indian and Foreign Review, 1 February 1975, p.17.
88, Times of India, 15 January 1975.
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Indian technical assistance in several

fields because Maldives 1is situated in

its immediate neighbourhood.(89)

The visit of the Maldive's Minister of Bducation
to India in May 1977 reflected the friendly contacts
being maintained between India and the Maldives. On 2
March 1978, the Government of India decided to award
Rse9.30 crores ($ 1l million) for airport construction
in Male.”® Moreover, a Committee of Indian and Maldivian
officials had been set up to work out details of economic
and technical cooperation between India and Maldives.gl
In 1979, the International Airport Authority of India
had completed its contract for Hulule airport, the runway,
the temminal buildings and the ancillaries were completed
by the middle of 1981 and the Alrport was inaugurated
in Novesber 1982.%2

Apart from this, India provided medicines worth
Rsel.04 lakhs to fight diarrhoea epidemic which broke out

89. The Hindu, 31 December 1976.
90 . Asian Recorder, 2-8 April 1978, p.1425.
91l1. Hindustan Times, 29 December 1978.

92. Ministry of External Affairs, Annual Report
;9790@0 pp.Bl-SZ.
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in the summer of 1982. India also gifted material worth
RS.25,000 as gift for the handicapped the same year. And
medicines worth of Rs.3+30 lakhs were agdain sent to
Maldives to fight diarrohea epidemic in 1983. Further
two fire fighting engines were presented to Maldives in
the same year. During the year, two Maldivian foreign
sexvice of ficials and five Maldivian civil aviation
officers were trained in Civil Aviation Training College

at Allshabade’?

Under the aegis of South Asian AsSociation Regio~
nal Cooperation (SAaARC) India had provided the services
of sports coaches for training Maldivian spox:ts:nan.g4
on February 1986, rupees twentyone crores worth infra-
structure and package had been offered to Maldives by
India for health care, meterology, hotel industry, tele-
communication and mass media, which constitutes a modest

expression of collective self reliance under SMRC.QS

To sum up, it can be said that India‘s aid to

the South asian countries is substantial compared with

93. Ministry of External Affairs, Annugl Report
1982-83, pe6e -

94. Ibide, 1985-86, DPe4de

and also
95, Ibid., 1986=87, pP.4 '/ The Hindu, 11 February 1986 .
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her own needs and resourcess She had conducted her aid
diplomacy when she herself was in the throes of an
economic crisis in the wake of partition and the atten-
dent problems such as rehabilitation of millions of
refugees from Pakistan and later due to demands of
heavy industrialization. India’s aid schemes in the
northem kingdoms constituted a political compulsion
for her and was aimed to build infrastructure and
economic development. Now, it is concentrating on
maintenance aid. Whereas her aid programme in Bangla-
desh was directed through a conscious effort, to mould
the sub=continental political climate in accordance with
her foreign policy objectives, the early economic
assistance from India was intended to help Bangladesh
rehabilitate and reconstruct her war ravaged economy. As
Bangl adesh rehabilitated her economy, focus of Indian
assistance shifted to fields of technology and industry
etc. with regard to sea locked countries i.e. Sri Lanka
and Maldives, India seemed to have become aware of the
need for closer economic relations quite late. India'‘s
ald to these two countries constituted mainly credits,
loans and technical skills.

Indian aid to South Asian countries is nmot an

isolated phenomenon. This is a part of a larger system
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of her foreign policy priorities and objectives. an
understanding of her bilateral aid to South Asian
countries involves a study of the rationale of her aid

diplomacy within her domestic and international political

and economic system.
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CHAPTER 1V

RATICNALE AND EVALUATION OF INDIA‘S
AID DIPLOMACY

Rationale

A country's foreign policy is eventually an
extension of its domestic ploicy. It 1is also influenced
by actions and foreign éolicies of other states. India's
foreign policy has been the product of many and varied
factors - the traditionai values of Indian society, the
commitments of the Indian national movement during the
struggle for freedom, the nature and structure of elite
opinion in 1lndia the geographical realities of the
state as it emerged after the partition, the economic
needs of a soclety urgently in 'need of a take off
and the internal political pressures and pulls generated

by a democratic system.l

After independence, it was not possible for the
new Government of India tc define lndia‘'s national
interest in the way as the outgoing British raj had done.
On the contrary, its leaders were bound by their past

1, Sisir Gupta, India and Regional Integration in
Asis (Bombay,1964) ,DeZe
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commitments as well as present realities, such as

reduced geographical physique of the Indian state.
Moreover, India's emergence in the world coincided with
the emergence of vast ideological realities at the
European and the American continents. In addition to

it most of the 0ld strategic concepts had become obsolete
because of the development of nucledxr weapons. Functioning
within these limitations, India had to evolve a foreign
policy which would ad&vance her security as well as

status in the international politics.2

Although India is a debtor country still it has
employed aid diplomacy in pursuit of its foreign policy
ob jectives. It may be mentioned that besides historical
and political influences, economic factors are equally
important in shaping the foreign policy of a country.3
A credible foreign policy begins from nearer home and in

the case of India, it must radiate from its neighbouring

2. Ibid. s pe 4.

3. "It was the employment of the past war instruments
of economic diplomacy in addition to various
other methods alregdy in use to maintain India's
influence and protect her security in South Asia®.
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South Asian countries. Being a leading power in South
Asia, India's security and vital interests are intimately
tied up with the fate or future of South Asia. Her
strategic position, strength and potential, demands that
in order to maintain stability in the region, India
should play a dynamic role. Moreover, India has

started giving aid to the South Asian countries specially
to the Himalayan kingdom countries, with a view not only
to improve her image abroad but also to enhance the
ability of India to use economic and as a tool to achieve
its national interests. The rationale behind India's
aild diplomacy should be seen not only in internal and
external political environment but also in the domestic

and international economic system.

India as a Regional Power - Strength and
Potential of Indiag in South Asia

Geographical location of India has forced it to
pPlay a dominant role in the region and thereby keep
its status of regional power in the South Asian region.
The then Secretary General of India'’s external affairs

ministry, G.S.Bajpai wrote in 1952

Today India is the major stabilizing factor
for peace in Asia; the measure of stability
that she can impart on this part is not a
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matter of good intentions but of power.4

Two factors made India strong in her foreign
policy operations. 1In the first place, as virtually
the biggest amongst the newly freed countries of asia
and Africa, her voice was bound to be counted in a
world where decolonialization was on a ; _ | agenda;
and secondly, by 1itself India represented a vast country
with a huge population, the future of which was bound to

affect the course of an important section of mankind.s

The consciousness of India’s strength was particue
larly apparent to the Indian prime minister Nehru, who
had been known for his capdcity to view events in the

canvas of history. In one of his early speeches, he said :

The fact of the matter is that inspite of

our weakness in a military sense...India even
today counts in world affairs....lf we had been
some odd little nation somewhere in Europe or
Asia, it would not havé mattered much. But
because we count and because we are going to
count more and more in future, everything we
do becomes a matter for comment.

In another speech, while dwelling on the positional

importance of India, Nehru observed s

4. Dewan Chand Vohra, lndia's aid Liplomacy in the
Third WoZld (New Delhi,vIKas,1950),pp. I35-19¢.

5. Sisir Gupta, n.l,pe5.
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“Now that period and epoch (of European

domination) has ended, India now comes,

I think into the forefront in national and

world affairse. (6)

India’s strength alsc lay in the fact that
she has all the potentialities of a great power seen
in the context of the endowment of natural and human
resources which needed to be tapped and developed.
India as a leading country of South Asia has emerged
as an industrial power on the South Asian economic
landscape. According to UNIDO experts, India has
entered significantly in the field of technology exports.7
Besides this, India's potential as a market (for
industries which the South Asian countries can set up)
is immense because of its vast population. It has also
established large capacity for consumer and capital goods

vwhose benefits she can make available to the South Asian

c.:ouxzt;i::l.e.ss.8

Thus, it is growing infrastructure and industrial
capacity and skilled manpower in the field of science
and technology which qualifies India to take lead in the
South Asian nea:i.gl'xl:)ov.u':hc»ocl.9

6. Jawaharlal Nehru, India's Foreign Policys Selected
Speeches 194761 (New Delhi,1961) ,p.36. -

7. B.N.Banerjee, India‘'s Aid to Neighbouring Countries
(New Delhi,8elect Books, 1982), p.168. o

8. “f.H.Prakash, India_and Regional Development(Bombay,
969) ,PP«45.

9, Economic Times (New Delhi) 2 Dec.,1975,
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The fundamentals of India’s foreign policy in
Nehru's word lay "merely in fact that we are potentially

a great nation and big power®. He observed -

It is not such a simple matter for us to
affiliste ourselves with this organization

or that organization and get privileges of
membership of that organization. That kind
of thing is not going to happen. So far as
our fundamental approach to the problem of
foreign policy is concerned, I just don't

see how We can vary it. As occasion arises
we adapt ourselves to circumstances, that

I can understand but the fundamental approach,
I do think has to remain the same, because
the more you can think about it the more you
will find there is no way. It is not a
guestion of adopting a certain policy because
idealistically you think it is good one.

I d submit if you give it up, there is no
other policy for the country to adopt with
slightest advantage. (10)

After attaining independence, India embarked
upon plamed economic development through five year
Plans under the pattern of mixed economy in which both
public and private sector work together to achieve the
goal of democratic socialism. Part IV of the Indian

constitution dealing with the Directive principles of

state policy is designed to achieve democratic socialism

10. Nehru, n.6,pe37.



150

by bringing social and economic revolution through

peacefui and nonviolent means. 11

In order to implement
its development process through plans and ensure
economic development in the South Asian region, India

needs peace more than anything else. In order to

increase her links with South Asian countries,

Besides this, the harsh realitiés of the world
economic system and problems and predicaments of the
developing countries have enjoined the need of having
aid diplomacy on the part of India - without which it
is impossible to exercise leverage with the developed
world and bring out any change in terms of trade and
ald that are deteriorating for the developing countries. 12
It is this realisation which forced India (the developed
country among the less developed countries) to play a

dominant and influencive role in the South Asian region.

Non-alignment, Peace and Cooperation

In the immediate post-independence era, India's

foreign policy thrust was on the Aslan connection and

11, The Constitution of India (1986 edition) ,pp.28-31.

12, v.P.Dutt, India's Foreign Policy (Delhi,Vikas,1984).
p.1l. 4
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particularly on the South Asian junction. Since hex
independence, non-alignment, peace and cooperation

have been the cornerstone of India's foreign policy.

In 1947, itself India hoisted the Aslian relations
conference in New Delhi, It voiced the need for the
elimination of imperialism and to have active contacts
among the Asian nations, This objective is prompted not
by the desire of India to dominate Asia but by her desire
to make Asia play its due role effectively towards the
promotion of world peace. The foreign policy goals of
India in South Asia are‘to foster political stability,

to facilitate economic developments; to increase her
links with the South Asian countries for collective good;
and to achieve unity. These goals of India‘s foreign
policy are pursued through non-alignment, peace and

cooperation. 13

Non-alignment stands for keeping away from cold
war and military and security alliances and yet partici-
pating actively in the international relations. It neither
means neutrality nor it means that friendly cooperation is
not possible with other countries. Indian prime minister,

Nehru explained on 8 March 1949 in Parliamente.

13, A.Appadoral, Domestic Roots of India's Foreign
Policy (Oxford Press,1981),pp.14-22.
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Non-alignment does not exclude close
relationship with other countries and will
continue to be not only to keep apart from
power alignments but trying to make friendly
cooperation possibles(14)

The core of India*'s non-alignment policy is a
delineation of the area of agreement between the great
powers of the world., Such a policy is ultimately in
consonance with her own national interests. It is
indeed the best means to maintain freedom of action in
foreign relations. Non-alignment means independence plus
while alignment means independence minus.15 Taking this
fact intc consideration all countries of South Asia have
favoured non-alignment as a means to achieve their

foreign policy goals.

India needs peace more than anything else, which
is essential not for her security but also is an economic
necessity. In the poor and underdeveloped South Asian
countries, Indian aid diplomacy can be useful and effective
if there is peace and stability in the South Agian region.
It is not only in its owWwn interest but is also helpful

in fulfilling the needs of the South asian countries.

14, Ibide,p.18

15, U.S.Thyaga Rajan, "Non-alignment and Neighbours®,
Mainstream (New Delhi) 29 August 1981, p, 10.
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Indian prime minister Nehru remarked before the
plennary session of the non-alignmed nations at Belgrade

held from 2 to 6 September 1961,

It will do us no good, 1 think, if we

start condemning this country or that
country; it is not an easy thing to

do anyhow as it complicates the set
circumstances. But apart from being easy
or difficult if we want to be peacemakers
and if we want to help in the cause of
peace, it does not help us to start by
condemnations., We want to win over and

to influence and induce them to follow

the path of peace, If We can prevent

wWar we can go ahead in our other problems
and build our free societies, prosperous
soclieties, welfare states in our respective
countries because that is to be our positive work.

16
Cooperation with all Asian countries in the

sphere of social, economic and cultural fields has been

the hal lmark of India's foreign policy. Particularly

in respect of her s'trategic important neighbours in

South Asia, India is keen to develop further her friendship

and cooperation in the sphere of economics, Indian foreign

policy is very considerate to the needs of India's small

i6. Quoted from Vohra, nNe4, p«207.
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neighbours in South Asia. India wishes her nelghbouring
countries to become stable-politically and economically

and has been helping them with economic add.

In order to understand the rationale benind India's
aid diplomacy in South Asia, a deeper look is essential,
especlally into India's conduct of her foreign policy.

The nature of India's power in conducting its policy of
non~alignment, peace and cooperation depended on whether
India operated in the global system of states or in the
regional system. According to Heimsath and Mansingh, *to
contrast India's posture vis-a~vis the great powers with
its relations with important states in Asia is to
Juxtapose ideological interests against the realities

of a tangible pomat".r7

Counterbalance Big Power Influence and
Malntain Stabllity

—

Middle powers like India must be free from
pressures and pulls of big powers and equally they must

not allow themselves to be blackmailed by smaller powerse.

17. Ibid.,p. 206,
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This can happm only if small countries function as
independent, self-reliant and try to develop economically
through which they can maintain stability in their
internal or domestic fronte Probably, it is in pursuit
of this goal that India has been giving aid to the South

Aslan countries.

The big powers, have admittedly played a major
role in sSouth Asia both in its politics and economic
dev elopment. South Asia because of its proximity both
to China and Soviet Union is an area of immense strategic
importance to the United States. The attitude of the
United States towards South Asia will continue to be
influenced by its relations with Soviet Union and China. 18
Besides this, India has proved to be a nation with a |
strong political will, military efficiency and inherent
economic potency, particularly after its victory in 1971
war. As an emergent power in South Asia, India cannot
pursue a static policy of staying where it is. It can
bring stability and peace in the region by assisting the

South Asian countries in economic and technical fields.

18. J.K.Baral, “Great Power Interaction in the Subw
continent", IDSA, Journal (New Delhi) april, 1973,
VOloIIo mo4' pp.496-499.
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Soviet Union_qng@uth Asia

Soviet Union in addition to being a super power
is both an Asian and a European power. As an Asian
power, Soviet Union has treated the South Asian region
strategically as well as politically important. & major
objective of the Soviet Union has always been to check
not only the involvement of the United 3tates but also
the growing influence of China.:l'9 as such, a situation
which could jeopardise its own security. Besides thig,
because of its geographical location in the vicinity of
both China and South Asia, 1t camnot always afford to
remain a salient observer in any regional disputes Another
basic geo~strategic interest of the Soviet Union is that,
being largely land based country, it needs an outlet to
the Southern seas for an unobstructed use of the great

highways of the world.2’

This is essential not only for
its national security but also to meet the growing demands
of its expanding economy. So it urgently needs alternative

openings to the Indian ocean and through it to other

19, v.P.Dutt, “Super Power Interest in South Asia",
in K. Subrahmaniam, ed., Self Reliamce and National
Resiliance (New Delhi,1975), p. 74«

20. K.D.Kapur, Soviet Strategy in South Asia (New Delhi,
Young Asia Publication,l1983), p.Z2.
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prominent oceans.

Soviet Union was directly involved in the intra-
regional affairs in South Asia in the mid fifties and
thus reached its high watermark in the Tashkant declaration
of 1966, Incidentally, on the one hand, it had a
growing rivalry with the United States at the global
level and an ideological dispute with communisgt Chinae.

On the other hand, on the South Asian platform, one
notices, Pakigtan's alignment with the USA, the Indo-Pak
dispute over Kashmir and India's fxostile relations with
China. Naturally such an interplay of global and regional
factors brought Soviet Union closer to India. However,
the Soviets could not afford to ignore their basic
interests in other parts of South Asia and sometimes
provided them with sizeable economic and technical aid.2l
Of course, Soviet Union never tilted the balance against
India and recognized its potentiality as a leader of the
emergent third world nations.

Moreover, because of its own economic prosperity,
the Soviet Union is in a position to provide economic

assistance to the developing nations of South asia. In fact,

21, Soviet Union is giving aid to South Asian
countries to restrict Chinese and American
influence and its relations with India continue
to be focal point of its South Asian strategy.
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it is already doing so by providing economic assistance
and technical know how for a number of projects

22 All these factors have

undertaken by these nations.
increased the bargaining capacity of the Soviets in

this part of the worlde.

United States and South Asia

The USA emerged as a major global power with world
wide interests after the end of world War II. However,
its interests in all regions were not equal. The US
objectives in South Asia are subordinate to its global
objectives, Its interests in South Asia has always been
a product of its global strategy. Its global objectives
¢can be summed up as increasing the military capability,
strengthening military alliances, countering the spread
of comnunist movement and finally its opening to communist

China. 1In terms of real performance to fulfil the above

22. *The Soviet Union has given both financial and
project aid to Nepal, Bangladesgh, Sri Lanka and
Pakistan. The contract is made for the supply of
12,000 tonnes of diesel worth $17 millions to Nepal.
It has given technical assistance to Bangladesh in
projects like Ghorasal Thermal Power Station,
el ectricity machinery plant, etc. while to Sri
Lanka it has given assistance in projects like
cold storage plant and Kelani Ganga Basip schenme,
By Feb.1971 Soviet Union had given assistance for
31 projects in Pakistan®, R,.K,Jain,Soviet South
Asian Relations 1947-78 (New Delhi,1978), ppe403=444.
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objectives, it can be submitted that although America
succeeded partly, by and large, it has been disillusioned
with the new international trends in the region and
elsewhere.23 As later on, shifts have been reflected in

US policy in South Asia.

United States interests in South Asia are largely
because of latter's location in the vicinity of two
strategic regions of the world-the Gulf and Southeast
Asia. BSouth Asia is the soft belly of European land mass.
Its heartland is accessible from its two adjacent waters s
the Arabian sea and the Bay of Bengal.24 Although the
Indian Ocean is not so important to the US as the Pacific
and Atlantic oceans but the United States being a global
power with global interests has been deeply involved in
South Asia in view of its proximity to two communist grants

and the Pergian Gulf.

In the light of new political developments in South
Asia, since the remergence of Bangladesh on the geographical

map of the world, there has been apparently some

23, Robert Jackson, "The Great Powers and the Indian
sub-continent®, International Affairs (London) Jan.
1973, pp.37-39 and also see for a similar assessment,
Leo E.Rose, "The Super powers in South Asias A
Geo-strategic Analysis in Orbis (Pennsylvania),vol.
2,3 summer 1978, p.395.

24, M.K.Chopra, “South Asia and Strategic Environment®
in USI Journal (New Delhi), July-Sept.1977, ppe.204=-205.
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re~evaluation in the United States, South Asian policy.
Besides this, India's peaceful nuclear explosion in 1974
and the increasing rumours about Pakistan manufacturing the
first Islamic bomb, have naturally altered the major

global powers interest. with India and Pakistan as
potential nuclear powers in this region, the United States,
as a major power, cannot afford to be a disinterested
obsexrver. Moreover, the failure of US«diplomacy in Iram .. -
(1978) and Soviet intervention in Afghanistan (1979) have
also forced the USA to pay more attention towards South
Asla. As a low profile policy for thisg region could be
seriously determental to a wide range of American goals and

policies at the global level.2>

In order to keep 1ts position prominent and to
restrict the influence of other powers including India,
USA maintains links with the South Asian countries through
its policy of economic assistance. The USA has been the
largest source of foreign aid to South Asia. The US aid to
Nepal is a continuous process as it has already reached

Rs.72.2 million., There has been an increase in the Us grants

25, Parmod Kumar Misra, South Asia in lnternational

e

Politics (Delhi, WDH, 1984), p.13.
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to Nepal. There has been increasing trend in the
26

US loans to Sri Lanka from 1970 onwards.
Pakistan alsc signed several bilateral and

multilateral agreements with the USA in search of power
parity with India. As a result of which the USA decided
to give economic assistance to Pakistan. Although the
attitude of the USA towards Bangladesh was hostile during
the freedom movement, but with the foundation of the
Islamabad~-Peking-Washington axis, US policy towards
Bangladesh was revised to eliminate the Indo-Soviet
influence by giving economic assistance to Bangladesh. 27
Thus USA has been taking interest in South Asia for its
political security and economic reasons. South Asia has

become a link in the US global strategy as the source of

valuable oil i.e. Middle East is near to it.

China and south Asia

China is physically a neighbouring power as it has

common borders with four out of seven South Asian regional

26, K.P.M sra and S.P.Verma,Foreign Policlies of South
Asia (Jaipur,1969),p.153,

27, J.Biswas, US_Bangladesh Relation-A Study of
Political and Economic Development (Calcutta
Minerva, 1984) +Pe100. ’
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states with the exception of Bangladesh, Maldives and.

Sri Lanka. China has the most immediate interests in
South asia. Not only China shares intemational borders
but Tibet (now Chinese occupied area) has long maintained
trade relations with most of the South Asian states.
China;: peripheral poWwer to the South Asian region.
However, it is anxiocous to play a key role and is trying

to decrease the influence of Soviet Union, its major rival.
In pursuance of that objective, it has dnhesitatingly
collaborated with the USA which is also eager to play a

cerucial role in the region.

China's vital interest is the security of its
Southexrn boundary. The Himal@yan range which serves as
the northermn border of the South Asian states, is important
in any strategic calculation of China. It has also
projected itself as a dependable ally of Pakistan. There
has been growing contact between these two nations in the
political, economic and military field. Besides this,
China'’s basic interest is the search for an outlet to the
outside world., Because of its growing hostility with the
Soviet Union, it can only hope to widen its contacts with

other nations in its eastern and southern frontiers.ze

28. Misra, n.25, p.l16.
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China is giving economic and technical assistamnce
to South Asilan countries in order to achleve its aim of
leadership in the developing world. A Nepalese daily
commented that Sino-Nepal ties are a model of stable
friendshipesein the best spirit of South-South cooperaticn.29
Sri Lanka is the second country in South Asia to receive
ChineB& aid. Moreover industrial and hydraulic complex
are being built in Sri lLanka with technical assistance
- of China. But the signing of an agreement on sea frontier
on 25 March 1976 between Sri Lanka and India curtailed
Chinese opportunities in sSri Lanka. There is decline in
loans from China and no grants are given by China to Sri
Lanka.”® Although initially China was quite critical
towards Bangladesh but it was quick to react to coup in
Bangladesh and subsequently encourayed Bangladesh dispute
with India over the distribution of Ganga water by giving

loans to Bangladesh in 1978 and 1980.31

29, L.C.Harris and R.L.Warden, China and the Third wWorld
(Auburn, Massachusetts, 1986), pPeld7e

30. R.K. Jain, China and South Asia (New Delhi,1981),
Pe 65.

31, S.Yurkov, Pekings's Plan for Asia (Delhi,Sterling,
1982) ’ p.81o
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South Asia has accounted for almost twenty
percent (20 percent) of the Chinese aide It is regarded
as a principal target area in Chinese economic assistance

policy. 32

Chinese major interests in providing aid to
the South Agian countries are to counterbalance super
power rivalry. It has sowht dominance in Asia and
regarded India as its rival which has to be subdued.
Thus, like the United States, China has taken keen
interest in South Asia for its political, strategic and

€economic reasonse.

India and Smaller Fowers in South Asia.

India's policy towards South Asia has been looked
at from two levels. At the one level Pakistan is a major
partner in South Asia and the other level smaller
countries of South asia, which include Nepal, Bhutan,

Bangladesh, Sri Lanka and Maldives.

Pakistan is an important factor in the domestic
and foreign policy of India. Fear of India a strongth
military and industrial power has remained the essence

of Pakistan's South Asian outlook. The problem of Pakistan's

32. Jayantha Dhanapale, China and Third World (New Delhi,
Vikas: 1985)0 p.115.
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defence revolves around the Central theme of Indian
domination and safeguards are sought to counter this
threat. In the pursuit of this, it has been able to
restrict India's aspirations by becoming friendly to the

USA and China.33

It has also been looking for opportuni-
ties and platforms where it can deflate Indian influence
and tarnish its image as anti-Indianism is an important

ingredient of Pakistan's foreign policy. 34

Pakistan's policy has two objectives in safeguarding
its security viz. (a) reduction of the hold of the
1971-72 model by initiating a debate on a new bilateral
framework in the form of a No War Pact; and () seeking
American help for solving its perceived security threats
and at the same time delinking US aid with Pakistan's
ties with non-alignment and the Islames conference,
Thus Pakistan plays the role of major partner for India

in South Asia. The other countries such as Nepal, Bhutan,

33. “Despite its own limitations regarding geographical
location and economic, military development,
Pakistan has been able to restrict India’s influence
in South Asia as it is mainly dependent on US aid
and China is still closest of all its friends",
Chopra, n.24.,P.199,

34. P.Le.Bhola, "D& elopments in Pakistan's Foreign
Policy®, South asian Studies (Jaipur) Jan.-July
Dec01977' VOloIZ, pptso-EZO
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Bangladesh, Sri Lanka Andinaldives are smaller powers in
size but not without any significance as they constitute
a 'nuisance value' to India because they have a bargaining
power, in times of crigis. Such bargain is possible in
both cases by use of e#tra—regional power or by use of

other regional powers.35

They would appear to have been
less influenced in their behaviour by Pakistan's

eXxistence a rival of India than big power influence. So
India's basic approach towards the small powers of South

Asia has three important dimensions.

(1) Fol lowing the British, India had identified its
security needs in the same pattern of "extended frontier®
methods. This meant that it would take interest in the

security needs of the small neighbours.

(2) Such a security interest is likely to manifest in
two ways. Care would have to be taken that these countries
don't become open to outside intervention. Secondly,
interest would also focus on the internal stability of the
nation concerned because any upheaval in the political

system that goes to weaken the state would be an invitation

35. Shri Kant Paranjpe Indis and South Asia Since 1977
(New Delhi, Radiant,1985), p.3e
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for outside intervention. This would also constitute

a security threat to India.

(3) India would, thus, try to maintain an order
pattern (order would inevitably be resolving around the
relatively superior power viz. India) in South Asia &hat

would exclude extra regional j.m:e::ven‘c::i.m'x.36

No doubt the South Asian countries have had to
operate within a framework determined almost totally by
India_'s aims and aspirations as well as by her weakness.
That is why they are accepting economic aid from big powers
who also have basic interests in the region hinged around
border security or safety of communications. But Indian
aid to South Asian countries deserves speciai mention as it
has been recognized by the major powers as *New Influential’.
Such a recognition implies that the big powers will not
intervene in South Asia in a manner that might threaten

India'’s position.

Besides this (South aAsian Regional Cooperation)
SA RC proposal in 1980 is made by Bangladesh and accepted

by other small countries) has brought the need for building

36, Ibid., pp.47-48.
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up a new response to South Asia for India. It
signifies that the independent identity of smaller
countries can and should be channelled through a
reglional order pattermm, éut it cannot and would not
restrict India's position, as the order pattern in
South Asia would evolve at two levels- the politico-
strategic level where India would be able to continue
as a core/pivotal power and a socio~economic and
cultural level, where a 'democratic' principle of
interaction would operate in the fom of SARC (South

Asian regional cooperation).

The rationale behind India’s aid diplomacy in
South aAsia is political, strategic, commercial and
economic. In countries where India has concentrated her
ald it performs the vital political function of promoting
national security; this applies in the case of the
Himalayan states. In areas where Indian aid has been
small in quantity, it is expected to promote goodwill,
share experiences, promote trade, help development process

and to ensure solidarity and friendly relations.37

It 1s significant that the major power interests

in South asia have been constantly changing whereas the

37. Vohra, n.4,p.202.
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geostrategic interests of India have remained more or
less constant. 38 India*s conception that the small
states of the South Asian region lie within her own
security sphere, has entailed the corollary that these
states must move within Indian orbit. The continuation
of ald diplomacy by India to the South Asian countries
will prevent them from becoming more enemetic towards
India. As a senior partner in the South Asian region
India would have to play a responsible role. Aas the
privileges of a great power would have to be adequately
tied with responsibilities towdards maintenance of harmony.
Thereby, India is also protecting its foreign policy goals
and objectives, 1In this respect, ald diplomacy is the
most vigble instrument for serving India's national
interest not only in South Asia but also in the emerging

world order.

33. In the fifties the chief concemn of the US was to
draft South Asian states in a bid to contain
communism in Southeast Asia. In early sixties there
were collusion between the USA and the USSR to
support India against China. In the late sixties
the Soviet Union attempted to draw both India and
Pakistan into collective security system directed
against China. In the early seventiesg, there is
again collusion between the USA and China to
maintain thdf balance in favour of Pakistan®,
shelton Kodikara, Strategic Factors in Interstate
Relations in South Asia (New DEIRI T98%) pogers
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Eraluation

Motives, goals and objectives of Indian foreign
aid policy do not differ radically from that of big
powers. Ald is at best based on the "enlightened self-
interest" of a donor state. Big powers ald follows a
certain pattern in its motives. This can be described
as an eXercise in foreign policy building by the donore.
Aid is méinly given to gain leverage and influence over
the recipient. It can extend, widen and deepen the
relationship between the donor and the recipient. Aid
can sometimes be a reward for the support of donors policy

position.

Aid may be given in an attempt to maintain stability
and status quo within a state. For instance, India‘'s
aid to South Asian countries could be viewed from that
perspective. It has been agreed that one of the chief
objectives of New Delhi has to obtain both regional and
external acceptance of its dominant status in the South
Asian region. In addition to this India has also sought
the maintenance of generally stable regional political
systems., Indian aid activities in South Asia since
independence are those of aspiring middle power whose
economy ig not sufficiently developed but leaders have

ambitions to play an influential role in the world.
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Jawaharlal Nehru, the Prime Minister of India

observed in 1948

The freedom that has come to India by
virtue of many things, history, traditionm,
resourc es, geography, great potential and
all that inevitably leads India to play an
important part in world affairs.

It is not a question of our choosing this or
that; it is an inevitable consequence of
what India is and what a free India must be.
And because we have to play that inevitable
part in world affairs, We have another : _ . ;
and greater responsibility. Sometime, with
all my hope and optimism and confidence in
my nation, I rather quake at the great
responsibilities that are being thrust upon
us and which we cannot escape.

If we get tied in our narrow controversies,
we may forget this, whether we forget it or
not that responsibility is there. If we
forget it, we fail in that measure. Therefore,
I would beg of this House to consider these
great responsibilities that have been thrust
upon India and on us in this House because

we represent India in this as in many spheres
and ' to work together in framing this consti-
tution always keeping in view, that the eyes
of the world are upon and the hopes and
aspirations of a great part of the world are
also upon us. We dare not be little; if we
do so we do an ill-service to our country and
to the hopes and aspirations of other cCountries
that surround us.(39)

39, Jawaharlal Nehru, India’s Foreign Policy,
Selected Speeches 1946-1961, (New Delhi,¥961),
ppo I7- 18-
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India’s hegemonistic designs as it is so often
accused of in South Asia is particularly due to "its
large size and power position. It is a reality and
the smaller neighbours have to line with it whether
they like it or not. It is this fact which generates
feelings of suspicion and fear in South Asian countries
about India's political ambitions. However, India as a
core country of the region has a vital role to play in
winning over the confidence of its smaller neighbours,
which would be possible only if India can remove the sense
of mistrust from the minds of South Asian countries.
Moreover, it must convince them that it has no intention
to interfere in their intermal affairs or behave as a big
brother. It may be emphasised that the Indian government
has persistently describes its loans, credits and grants
as economic cooperation. rHowever, it may not be absolutely
accurate to describe them as such since Indian aid to these
countries is given to promote its own national interests
and may in certain cases be also to gain economic and
political advantages. To characterize India as having a
single policy towards all South Asian countries may not be
correct. India, somehow has preferred to deal with the
countries of South Asia on bilateral bases, thereby it may

be seeking to attain a degree of leverage. (Aid opens market,
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creates situations resulting in procurement for the
donors industries and empioyment of its expertise).
while the economic motive is important in many cases,
Indian strategic and political motives override all
others in determining India's ald priorities to South
Asia. Even economic gains are by product of these

motives.

Indian grants to South Asian countries can indirectly
promote India’s economic interests, particularly, when
the grants are tied, wherein the grant is to be utilised
to purchase Indian goods and services. Besides this,
the terms of loans and credits are also different,

Loans are generally given in Indian rupees not tied to
specific purchases of itemized Indian goods and services.
But the credits have been a far more common phenomenon
and are more accurately described as ‘buyers credits*
tied.to the purchase of Indian goods. Thus loans are
provided with a view of long terms economic gains. The
credits, however, are commercially motivated transferse.
But actually both are provided for achieving political

goals in mind by the Indian government,

Impact of Indian aid diplomacy

The question arises whether India has succeeded

in using aid diplomacy as an instrument to achieve its
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foreign policy goals. Since foreign aid is an

instrument of foreign policy it is obvious that it will
influence the foreign policies of recipients. It thus
cannot be ignored that India is providing aid to South
Asian countries to fulfil her political-strategic objec-
tives. However, similarly, Indian ald diplomacy has to
create a visible and effective impact on the economies of
the South Asian countries. As foreign aid involves
transfer of capital, foreign technicians and advisers,

it is bound to exercise significant impact on the political
system of the recipient country. 1India is not treating
all South Asian countries equally due to their political
and other conflicts with India. It dedls with them on a
bilateral basis., Consequently, the impact of Indian aid
diplomacy in the region differs from one state to another
as also the amount of Indian aid differs from country to

country in South Asia.
Nepal

During the last decades India has advanced
economic aid to Nepal with which Nepal has been able to
register significant economic growth., The infrastructure
built by India in terms of roads, communication, power

and irrigation has immensely benefited Nepal. The
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economic and strategic considerations notwithstanding,
Indian aid utilization and its sectoral distributicn

has been designg§ in keeping with Nepal's development
priorities as envisaged in iﬁs plans. While undergoing
cooperation, India has participated in all varieties of
projects and also benefited from it as they created
demand for subsequent import of raw materials, components
and spare parts etc. On the other hand Nepal can save
foreign exXchange which otherwise would have incurred in

completing projects in its own.

India has cooperated with Nepal in developing
latter's water and energy potential. Nepal's vast hydro
power potential cannot be developed without India's
cooperation as it is the only country which can purchase
the power generated in these plants. Moreover, Nepal
being small and landlocked cannot afford to exploit them
on its own., Moreover, it has been facing the problem of
aid indigestion which is primarily caused by her small
absorptive capacity. So in order to increase her
absorptive capacity, India is providing technical
assistance and alsoc is putting emphasis on industrialization
of Nepale It can be said that India's assistance to the
economic development of Nepal has been more in the nature
of mutual cooperation and sharing expenses rather than aid

in terms of money Which implies a patronising attitude.
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Bhutan

It has made a great stride in the transition from
traditionalism to modernism while at the same time
preserving all that was good in Bhutan's past. Bhutan's
economic relations with India are substantial as India
is the largest single donor of aid Bhutan.4° The tempo
of Indian assistance for the construction of a network
of communications including roads, telephone, transport
services is kept up so that Bhutan will have infrastructure
capable of further development., India has also provided
electricity to Bhutan. 1In 1977-78, for instance, Bhutan
purchased 1182,264 kw.(Kilowatt) of power from India while
its own generating capacity being about 4000 kw(kilowatt).
The development of Chukha project would not only stimulate
development in Bhutan put also provide that country with

valuable export earning from the sale of power.41 The ninety

40, A World Bank Country Studys Bhutan (Washington D.C.
1984), pp.120=125.

41, “BPower from Chukha project is needed for the develop-
ment of Bhutan's mineral wealth to raise internal
resources as yearly revenue amounts to Rs,two crores
and Bhutan can sell its power to West Bengal-a power
hungry region®, Patriot, 19 December,1974. Hindustan

Times, 24 March 1974,
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percent of power enables Bhutan to repay the loans.

India has also helped Bhutan for Pagli and Penden c'ement
plant, which not only meet Bhutan's requirement but also
generate exportasble surplus.42 Moreover, through a
combination of technical manpower hired directly f£rom
India and by making use of Indian technical assistance,
Bhutan has been able to reduce technical constraints on
development and project implementation. Thus Indian
asslstance to Bhutan is a symbol of modernism to Bhutan's

traditional agricultuwral and hut economy.

Bangaladesh

An economist argued that by virtue of foreign aid,
Bangladesh is as dependent on the world economy as any
classically independent country dominated by foreign
multinationals.43 The situation in Bangladesh is very

acute as 60 percent of its investment, 83 percent of its

42. The surplus of Palgi cement project and Penden
project with each a capacity of 300 Megaton daily
is exported to North Bengal and West Bengal
respectively. Amrita Bazar Patrika,12 June 1979,

43. B.Hartman "Foreign Aid Food and Hunger®”, Frontier
(New Delhi) 20 June 1982, pp.8-10.
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development budget and 63 percent of its commodity
exports are supported by western aid.44 India gave
massive economic assistance to Bangladesh for speedy
rehabilitation and reconstruction of its economy, during
its emergency as an independent state. This opened a new

chapter of amity and cooperation with India.

Besides this, India had given lakhs of tonnes of
foodgrains to meet acute food shortage caused by cyclone
and flood. 1Indian food credit will not only release
substantial foreign exchange for Bangladesh to make
essential purchases, it would also create for Dacca
considerable counterpart funds with which inflationary
pressures can be reduced. In turn, India will be helped
as it will partially be relieved of gigantic task of

carrying over huge grain buffer,

India has also promoted the well-being of Bangladesh
through technical assistance. For instance, Bangladesh
has profited from Indian experience regarding the crop
prodﬁction of 'high yielding varieties® which assisted
Bangladesh to reduce huge imports of food grains. Besides

this, India assisted Bangladesh in restoring its railways

44. Times of India, 18 Dec.1877.
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and communication system. Moreover, the projects
assisted by India wWill help Bangladesh to improve her
adverse balance of trade with India @s the product by
these projects can be marketed in the eastern states of
India., For India, it is more economical as there will be
considerable savings on freight costs. In all round
impl ementation of development programmes of Bangladesh,

the Indian technical know has played a significant role.

Sri Lanka

Indian assistance to Sri Lanka is consisting of
mainly credits and technical assistance. Credits are given
at a low rate of interest to purchase Indian goods.
Technical assistance has special significance in Sri
lanka. Training programmes have been organized in sSri
Lanka by Indian experts to remedy the shortage of middle
grade technical and skilled works. Besides this, India
has helped Sri Laknka in the establishment of a fertidizer
(UREA) plant project and also agreed to purchase the
entire production of the plant. Moreover, Mahawali
power project has been set up in Sri Lanka with Indian
technical assistance, The project envisages the development
of water resources to the Mahawali Ganga for irrigation,
flood control and other uses like integrated development of

the area with a view to improving opportunities for
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employment and general economic and agricultural
development of the area. Unfortunately Tamil issue

has created some problems for smooth development of
India-Sri Lanka ties but efforts for economic cooperation
between the two countries are stressed by both the
governments. India has given assistance to Sri Lanka in
both agricultural and industrial sectors, so that it can
develop its economy. No doubt, economic relations
between India and Sri Lanka are continuing problems,
primarily because of heavy imbalance in India‘s favour,
That is why Sri Lanka has sought diversification in its
external economic relationships that are politically
attractive and economically tney are of little importance

to Sri Lanka.

Maldives

A country with poor natural resources, Maldives
has been particularly keen on India's help in the training
of sgkilled personnel, the building of industries and the
establishment of communication links with outside world.
The main source of external revenue of Maldives if fish
and India has aided in this field through technical know how,
India is also the first country to offer Maldives modern
banking facilities by opening a branch of the state bank of

India at Male. Besides this, India has offered assistance
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to Maldives far the development of tourism so that it
can earn more foreign exchange reserxrve and thereby to

attain economic development,

India'*s aid diplomacy in the neighbouring countries
of South Asia has implications for the economic welfare
of both donors and recipients. For ingtance, on the
one hand these countries are markets for Indian goods
while at the other hand, Indian aid has helped the South
Asian countries to bridge the strategic gap between
development investment and domestic mobilization. Moreover,
the social overhead capital (projects, infrastructure
facilities) created by the Indian aid has more impact in
the long run than in the immediate short run, Indian aid
should not be considered as investment but economic
cobperation which is meant to contain big power influence
from the South Asian region by employing development aid
diplomacy. A4id will lead to development which in turn will
lead t0 political stability and friendlier attitude towards

India.

Ef ficacy of India's aid Diplomacy

Aid diplomacy as an instrument of foreign policy
is used by great powers because it fitted wel]l with the
desire of the developed market states to maintain the

existing structure of international economic relations
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and at the same time garner political influence by
responding to desires for development of the reciépients.
The dilemma, however, of the Indian foreign policy in south
Aslia has been how to be strong enough to protect its own
interests without provoking antagonism of its neighbours
and how to respond to their sensitiveness gently without

appearing to be too weak to protect its own interests.

Despite its own dependence on foreign aid and
crucial economic problems at home, India has given aid
to South Asian countries in order to maintain its status
of middle power, How far effective is the Indian aid is
a subject of controversy as the very yardstick of efficacy
"is a relative factor and to a large extent subjective.
Three questions (as given below) generally arise regarding

the efficacy of Indian aild diplomacy in South Asia.

(a) How far India is able to reduce anti-Indian

propaganda in the sSouth Asian contries ?

(b) To what extent, it is able to restrict big power

influence 2

(c) How far aid diplomacy is useful in achieving or

protecting foreign policy goals 2

(a) The atmosphere in the South Asian region being
more sour than sweet is best indicated by the state of

relations of the biggest country i.e. India with its



is83

neighbours. The sheer bigness of india as a country of
subcontinental dimession with vast population has made
rapid strides in many spheres. 1Its flattering
performance in several Key areas, attract the stereotype

label of hegemonism.

For instanée, the relaticns between India and
Pakistan are always fluctuating between varying degrees
- of hostility. 1India and Bangladesh are bedevilled by
continued influx of refugees from that country and also
by differences over the distribution of the Ganga water.
The pitch of India-Sri Lanka relations has been badly
queered by social excess that have occured in that country.
The importance of Maldives has increased manifold of late
because of the undue Interest taken by the USA and Pakistan
in its affairs. Nepal remains unable to shed its hyper-
sensitivity towards what it regards as Indian hegemonistic
pretentions. As for even Lilliputian Bhutan, India faces
the predicament of having to exercise sufficient control
and at the same time not to make kingdom cramped as it
pursues a national urge for greater independence. Thus,
all the six countries of south Asia never miss an opportunity
to malign India as a regional power with hegemonistic
designs. Consequently these countries have demanded

for more trade than aid in the economic sphere.
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Sovereign states proximate to each other are
bound to influence each other. That is why despite
anti-Indian attitude in the South Asian neighbourhood,
Indian continues to give aid to them not in a superior
spirit of charity but in the larger interests of mutual
economic development based on the principles of self
interests of each nation. India pledged Rs.7.5 million
for SARC (South Asian Regional Cooperation) activities
during 1984-85, Then the Indian finance minister, P.V.
Narsiman Rao sald

Our primary aim must be to strengthen our

economic independence and to reduce the

vulnerability of our economies to outside

pressures. (45)

India will undoubtedly continue to be a net
contributor to SARC giving more technical aid than she
can ever hope to receive which will help India to
restore the missing element of confidence and work step
by step towards better political understanding, with her
aims of sharing development rather than dominating
economically weaker countries in the neighbourhood or
el sehwere. India is infact successful in driving home
the view that international peace and mutual trust is an
input for the economic development of poor countries

specially in South Asia.

45, Tribune (Chandigarh) 21 Feb.,1984.
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(b) Normally, big countries don’t have to worry

much about their neighbours which are not of great

size but they can be easily affected by the circumstances

created by big powers. That is why India is giving aid

to South asian countries. Indian theorist Kautilya

stated the operating principle of all states as being :
Don't trust your neighbour, who is your natural
enemy but rather look for support from states
beyond who are your natural allies or as a
supplementary principle, if you are surrounded

by two or more larger states, play them off
against each other. (46)

The above mentioned strategy has been demonstrated
in thelhistory of South Asian countries, till the present
day. No other country in South Asia with possible
exception of Bhutan has had close and extensive relatione
ship with India in the fields of development and security.
All except Bhutan have sought to use external powers as

counterbalance to India.

However, New Delhi cannot dictate to its neighbours
nor decide the terms upon which the major powers are
involved in the subcontinent, But India is assisting the

South aAsian countries to build their inaustrial, communication

46, Sahabuddin shah, ®"Problems and Prospects of SARC®,

in M.A.Hafiz, ed.,, South asian Regional Cooperation
(Dhaka, 1985) ¢ Po 19,
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and commercial network for better living standards and
higher ecomomic development which is essential for
their stability. It also helps them to be self-reliant
i.e. to accept less ass8istance both financial and

technical from the big powers.

(c) Like any other country, india seeks to maximise
its external and internal security, its political role
in world affairs, its economic opportunities within and
outside its framework. In doing so, however, India faces
a problem., It is too large and too important, a country
to be left alone by the world. But it is not strong
enough yet to be able to look after its interests. 1Its
resources attract avarice, its potential arises fear.

aAnd if there are serious weaknegs in the structure of

its external and internal relations, it can become victim

of an external threat.

Thus the constant dilemma that Inaia has been
facing in the conduct of its neighbourhood diplomacy is
whether a policy of appeasement based on misplaced
generosity can by itself help to win friends in the
region or whether concessions made from a position of
strength in deserving cases would make better impact in
the long run. The Janata government tried to pursue the

first policy but falled to impress them with its benevolence.
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Whereas Mrs. Gandhi had opted for the other alternative
as a matter of conscious choice in the belief that it

would yield better results.47

It is only with Bhutan that India has been able to
maintain a reasonably close relationship by yielding to
the demands of changing times and circumstances. India
continues to provide aid to South Asian countries in
order to create a climate of trust and confidence which
will strengthen India's capacity to pursue an independent,
non-aligned policy and also to assume a role of responsible
leadership among the developing nations of the world

special ly of South Asia.

The whole area between the Himalayas in the North

and oceans in the south has constituted a field of

common and converging interests. India is trying to

be the top dog among the neighbours since it camot

Leach parity with world's major powers. It is also
asserted by many that in the international sphere strength
and power alone are respected while we2kness is invariably
looked down upon. The disaster of 1962 war greatly
weakened India’s position vis-a-vis her immediate

neighbours as well as international community. However,

47, The Hindu (Madras) 3 April 1984.
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the liberation of Bangladesh and the nuclear explosion
of 1974 increased India's standing. That is why India
by providing assistance to South Asian countries is

perhaps seeking to preserve its image of a regional power.

India is strong both economically and militarily
in the region which evoke fear among South Asian neighbours.
It is thus, pleaded that India should follow a policy of
generosity and understanding. However, country's national
interests cannot be ignored for humanitarianism. Thus,
India should attempt to increase its aid to the neighbouring
countries in south asia, which certainly would lead to
decrease in extra-regional influence. Morever, India must
pay attention - to its power-economic, tecinological and
military, and also its dealings with major powers, we are
likely to intervene in the region. This will conttibute
to the overall security of its neighbours to enable them
to sort out their own problems. Precisely for that it has
become essential for India to accelerate the process of
cooperation i.e. SARC. Inaugurating the first ever meeting
of foreign ministers of economic cooperation of SARC,

Mrs. Indira Gandhi said :

We should be ever vigilant against attempts

of external powers to influence our functioning
as cooperation would increase the capacity to
withstand external powers or pressures. (48)

48. Times of India(New Delhi) 2 August 19g3
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'The destiny of South Asia as a geo-political
factor on the world scene is going to depend on India's
capacity to attain a degree of self-reliance and to
achieve credibility., It is part of India’s nation
building effort to ensure that its development is not in
any way hampered by the turbulence in the South asian
neighbourhood., It should be the task of Indian diplomacy
to reassure the neighbours that its economic strength is
not inimical to their economic and security interests.
India should ensure patience, taét and firmness till such
time when its neighbours realize how much India can help

in their development process.

The study of India*s aid diplomacy also signifies
an effort to evaluate the efficacy of India's economic
policy in the conduct of ‘her foreign policy. India has
evolved an economic policy as an effective instrument of
foreign policy. The economic and political success of
foreign policy is partly dependent on readiness to aid.
That is why India despite being a large recipient of foreign
aid is giving aid to other underdeveloped countries. Thisg
act is based upon her own development experience. India has

also supported struggles against imperialism., colonialism and



190

neo-colonialism. Thus India @s a donor acts as promoter

of economic cooperation and in turn also benefits from it,

In the f£inal analysis, the ulttimate objective of
foreign economic aid should be to gradually prepare the
donor to do without it but the successful donor is one
who creates conditions where no donor is needed. The
advantages of aid only to the recipients reduce the
efficacy of aid as it is well known that foreign aid should
be regarded as palliative to generate the process of
economic development and not as a substitute to attain
sel f-reliant growth., Aid diplomacy somehow leads to more
advantages to the donor. 1In this respect India seems to
have used aid diplomacy to increase her influence and
maintain her dominant position in the South Asian region.
The geo-political situation demands that India should play
an influential role in South Asia by employing aid diplomacy.
This would help them in their progress and development also
make them self-reliant which is essential to decrease big

power influence in South Asia.

India’s aid diplomacy, it may be said has been fairly
successful as benefits have occurred by and large egquivalent

to deep costs incurred and sacrifices made.
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CONCLUSION

Colonialism is dying but not dead. Before dis-
appearing from the world scene, it has been getting a
new shape i.es Neo-colonialism under the guise of aide
The contemporary international system has contributed
to the consolidation of economic and technological power
in the hands of few nations resulting in the division
of the world between "the haves® and "the have-nots®.
The dominant "haves® have made use of foreign aid to
serve their enlightened national interest. Somehow,

they are bound to attach strings to aid.

Foreign economic aid consists of grants which
don't have repayable liability, sale of surplus products
for local currency payments, loans repayable in foreign
currency, and technical skills to widen the recipient
country' s capacity constraints. It refers to government
sponsored flows of resources made available on concess-

ional terms to foreign governments.

Inspite of the dif ferences between liberal and
Marxist thinkers about the nature and functions of foreign
economic aid both agree that economic aid is necessary
for the development of the Third World. However, the basic

function of all types of aid is politicale.
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Poreign economic aid is an important factor in
the foreign policy strategies of the aid giving count-
ries, whether they are super powers or other great
powers whose political orbit is not so global as that
of the USA and USSR. aid diplomacy comprises a whole
range of activities involving the use of material and
human resources for the achievement of the ends of the
foreign policy of a state eventually designed to achieve
national objectives. Aaid programmes are instruments of
general political strategies, although they may not be
clearly defined as such. From the stand point of both
the recipient and the donor whether the main concern is
security, economic growth and stability, the programmes
is intended to sexve national interests. aid diplamacy
is contrived to attain specific aims although most of
the people at the helm of natlional affairs feel reluctant
to admit it and swear by motives of economic help to
less developed countries. At present, aid diplomacy
covers cases where a felatively more developed country
shares her experience and expertise with a less developed

country apparently for mutual benefit.

The study of India'’s aid diplomacy in South aAsia

provides us a close and durable picture of economic
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relations between India and other South asian countries.
The former is relatively more developed than the latter.
India, has assumed the status of a great power in South
Asiae. Her strategic location gives her central position
in the region. Indian aid to south asian countries has
basically been guided by her strategic factors, need for
economic progress and maintenance of political stability
in South Asia. 1India's aid programme is one of the
facets of her foreign policy which is aimed to promote '
peace and stability in the world. India, it may be said
has three main aims in the South asian region, viz, to
increase link between India and South aAsian countries
for the preservation of national security interests of
India, to promote economic progress, and to encourage
political stability in South Asia. As the third largest
reservoir of skilled manpower in the world, and as the
tenth industrialised nation and also developed among the
developing countries of South Asia, India can conduct

her aid diplomacy effectively in the South asian region.

The development assistance inevitably has been
a part of India's foreign policy from the very beginning.
The polifiés of India's aid diplomacy of the South Asian
countries seems to be quite complex. On one hand, India
is the largest aid recipient as an underdeveloped country,

while on the other, India has been extending economic aid
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to other underdeveloped countries of South Asia. This
looks all the more paradoxical if we stick to the popular
notion of aid immediately after the Sewnd World war, ‘
which held that only the developed countries extended

assistance to less developed countries.

The origin of Indian aid in the form of economic
and technical cooperation can be traced back to early
1950s. The decision to extend technical and economic
assistance to the Himalayan Kingdom countries soon after
India’s independence was not born out of a new diplomatic
process but was simply the extension of British policy
to maintain special relations with the Himalayan statese.
Most of India's subcontinental economic cooperation with
three Himalayan Kingdomsg -~ Nepal, Bhutan and Sikkim
(till it became one of the Indian State in 1975 ) «~ is

one sided and essentially bilateral aid.

India's policy towards the Himalayan Kingdoms has
been of considerable importance because of their strategic
location., India has been aiding sikkim'’s economy through
under taking special projects financed by loans and grantse.
More than fifty percent of the Indian aid to Nepal has been
allocated for development of transport and communication.
Bhutan which entered late in India's aid l1list has been

helped in the impl ementation of its development schemes.
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The first three plans of Bhutan were drafted and financed

by India. aid commitment by India to Bhutan is largest

amongst all South Asian countries.

The early economic assistance to Bangladesh by
India was to rehabilitate her war ravaged economy by
reconstructing its railways., improving transport system
and restoring commnication system. Later on, after
1975, the focus of Indian aid to Bangladesh shifted to
the fields of technology and industry.

The cooperation amongst India, Sri Lanka and
Maldives has tremendous potentiality of concretisation
and expansion in both bilateral and regional contextse
In addition to consultancy services and technological
cooperation, India has extended bilateral credits to Sri
Lanka. Maldives, a small island in South-West of Sri
Lanka,has been provided communication facilities and
loans by India. However, India has limited trade relat-
ions with Pakisgtan. The economy of Pakistan is vastly

depended upon the US foreign aid.

Indian aid to the northern kingdoms mainly consti-~
tuted of grants. To Bangladesh, it was mainly in the
form of grants and loans, to Sri Lanka and Maldives,

Indian aid congisted of credits, loans and technical skillse
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Indian aid to the South asian countries is a
part of a larger system of her foreign policy priorities
and objectives. In order to decrease big power influence
and to promote goodwill and better living and also maintain
her status in international affairs, India's aid diplomacy

seems to have been quite relevant and successful.

India's aid diplomacy has its rationale in promo-
ting its foreign policy goalse Indian aid to South Asian
countries is security-cum-defence oriented. Strategic
and political considerations have significant influence
on the direction and contents of India's aid, besides

commercial interests which play an important rolee.

While India's aid is beneficial to the recipient
countries, it is also helpful to her own economic develop-
ment. There is every reason for an increased outflow
of aid from India to South Asian countries because it
will be ogtmawhed by an inflow of exchange to the countrye.
Moreover, India does not lack either will or capacity
to conduct an aid programme commensurate with her size
and resources. Depending on the state of India's economy
and given political will of the nation, India's aid

diplomacy seems t be justified.

By and large Indian aid has proved to be effective
in South Asian countries as it has helped to bridge the
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strategic gap between development investment and domestic
mobilization. No doubt, political factors have been
obstructing the smooth and proper implementation of
Indian aided plans and projects in the South Asian region,
yet, India has been using aid as a diplomatic instrument
to deal with the changed nature of her security problem
in South Asia because of the growing anti~Indian propa-
ganda by the neighbouring countries of the region. The
small countrlies of South asla have often accused India
of being an imperial power which could primari.l_y be
attiibuted to its size, resources and scientific skilled
manpower etc. India's aid policy aims to create a
climate of mutual trust, confidence, peace and security
which are essential for the economic development in the
South Asian regione. |

wWithin the confines of the Directive Principles
of state policy as enshrined in the Constitution (Part
IV), India's aid diplomacy being én adjunct of her
foreign policy of non-alignment, peace, cooperation
and understanding among nations is naturally aimed at
securing the optimum utilization of her natural and
human resources in order to fulfil the national objective
of achiering better living standards for the inhabitants

of this country.
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The touchstone for the success of India's aid
diplomacy remains the optimization of national benefit
at the minimum national opportunity cost in terms of
alternatives foregone because resources spent abroad
could have been used at home. Indian foreign aid does
not differ radically from other big powers* aid progra-

mmes either in motives or in goalse.

Indian aid diplomacy is designed to strengthen
its relationship and acquire a measure of influence
in the countries of South Asia. 1Indian aid has been
far too long an ignored aspect of Indian foreign policy.
Its impact though small is just beginning to be felt

in the south Asian countries.
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Broad Generalisations along with the Economic,
Socio~Cultural and Political Components of
South Asian States

Countries Economic base Sogial Stance Political
(mode of pro=- order
duction)

Bangladesh Feudal + weak Iglamic Military
dependent manu- Bengali dictatorship
facturing sec dominated
sector,

Bhutan Semi feudal and Drukpas, Traditional
feudal Buddhist monarchy

dominated

India Elements of federal Hindu Parliamentary
+ modern capitali= dominated democracy
st with nationagli- but secular federal conste
st as well as dep- itutional
endent mamufactur- structure
ing sector

Nepal Semi feudal + a Hindu Traditional
marginal dependent kingdom monarchy with
commercial sector facade of
dominated by feudal elected
interests. ' legislature.

Paki stan Feudal + modern Islamic Military dicte
capitalist sector Pun jabi atorship with
with dependent dominated facade of
monopolies. elected

legislature

Sri Lankg Plantation + amall Presidential
dependent manufa- gighdg‘}_:ie democracy with
cturing sector. dominated strong poli-

tical control

Source ¢ S.D.Muni, "Political Imperatives and SaRrc®,
seminar Eager Presented in JNU on 4 December

19850 ppo 2 ‘-210
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appendix - 2

Basic Indicators of the level of Develop-
“ment in South Asian countries

Country  Population Area G.N.P. per capita Average
(millions (thouse annual rate
mid 1983) ands of Dollars Average of inflat-

sqekm.) 1983 annual _don (%) -
growth 1965~ 1973
rate 1973 1983

Bangladesh  95.5 144 133 0.5 7.3 9.6
Nepal 15.7 141 160 0.1 5.8 8.1
Indig 733.2 3288 260 1.5 643 747
sri Lanka 15.4 66 330 2.9 5.1 14.5
Pakistan 89.7 804 390 2.5 4.8 1l.1
Bhutan l.2 47 - - - -

Source 3 World Development Report 1985.
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External Debt of South aAsian Countries
(Cutstanding disbursed debt only)
(millions of Us dollars)

country 1974 1976 1978 1979 1880 1981 1982 1983
Bangladesh 10108 1939.7 2766.6 2844.4 3521.2 3851.9 4294.4 4184 .5
India 114744 132913 1543.4 15796.4 17575.,7 17976.4 19512,5 21276 .6
Maldives - O.1 3.9 6.8 24.8 36.9 42.1 46 .5
Nepal 27.1 44.3 37,0 123.1 173.9 a31.6 296 .6 346 .4
Pakistan 46339 6000.7 7583.0 7999.1 8780.,6 881l2.0 9164.2 9465 .6
Sri Lanka 587.8 691,66 1017.5 11109 1344.2 1610.2 1964.6 2205.0

Source 3 Statistical Year Book 1983/84, United National, New York 1986.




Disbur sement of Bilateral and Multilatexal
Aid to south Asian Countries
(millions of US dollars)
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Country Year Bil ateral Multilateral Total
aiad ald
Bangladesh 1982 822.0 367.8 1189.8
1983 582.4 418.0 1000.4
Bhutan 1982 Je2 8.1 11.3
1983 249 10.1 12.9
India 1982 471.2 1546 .8 2018.0
1983 725.2 1434.4 2159 .6
Nepal 1982 111.4 88 «9 200.3
1983 108 .6 92.2 200.8
1983 362 4.2 7.4
Paki stan 1982 400 .4 491.0 891, 4
1983 252.4 479 7 732.1
Sri Lanka 1982 305.4 121.5 426 .9
1983 342.6 141.8 484.4

Source 3 Statistical Year Book 1583/84, United National,
New York, 1986.
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Appendix = 5

Indian Aid to South Asian Countries
(Bhutan, Nepal and Bangladesh)

(Rs._in lakhs) —_
Years Bhutan Nepal Bangladesh __
1971=72 715.00 912.00 4400 .00
197273 1024 .50 803400 2000400
1973-74 1337.50 834.00 5247.00
197475 1577 .09 897.00 341426
1975-76 1943,12 976 451 922425
1976=77 2347.50 1056 44 288,17
1977-78 2466 .00 924,39 263.10
1978=79 3513.84 1104.19 365.51
1979~80 3046400 1460 .34 530,00
1980-61 3352.76 1421.60 121,50
1981-82 3863.88 1575.00 127.49
1982-83 2222400 4841.45 165.91
1983-84 5688 .50 1768 .47 171.00
1984-85 6238.19 1341.50 297.00
1985-86 4536.27 2739.87 348.00
1986-87 5811 .00 1563400 223400
Total 49683.15 24238.76 15811 .19

Source s Annual Reports (from 1970 onwards) , Ministry of
External Affairs, New Delhi.
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appendix - 6

External Assistance Ré:eipts from
Other Sources to Bhutan

(us § 000) *
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UN System

1978- 1979~

1979 1980

1980~
1981

1981
1982

UNDP
UNCDF**
UNLDCF+
UNLLCF@
UNIGPS
UNFPA
UNICEF

WEP

1325.7 4154.1

o 500 00

226.5 94.3

- 9.1

656.0 1405.0

600.0 700 .0

1849 .4

282.0

500.0

72847

1108.3

2124.9

3028.9
203.5

52.5

285.0
566.3
388.0

1207.0

Total

2808.2 7440.4

6593.3

5731.2

Notia Flows are based on donok's fiscal yeare

Officlial sub assistance only.
*%* UN Caplital Development Funde.
+ UN Least Developed Country Fund.
@ UN Landlocked Country Fund
& UN Inter Country Programmes

Sources A World Bsnk Country Studys Bhutan (Washington,1984).
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Poreign Cash Grants to Nepal Bilateral

(value in Rupees thousand)

Years Donors’
UsSa ' ching Indig

1974=~75 24522 9704 4552
1975-76 58843 12283 6839
1976~77 27833 o971 12331
1977-78 46948 5015 4934
1978-79 36 265 2438 36091
1979-80 33473 - 41284
1980-81 62355 - 32086
1981-82 86312 - 58144

Source s M.P.Lama, The Economies of Indo-Nepal ese

Cooper

ation (Delhl,1985) ,De125.
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Donorwise Inflow of Foreign aid in Nepal

( in million rupees)

Plan Period India Usa China USSR
Pre plan period 70.0 25.0 .- -

First Plan 82.1 222.4 32.1 8e5
Plan gap year 40.9 8245 14.8 42.2
Second Plan 110.0 212.7 45.0 76 .8
Third Plan 550.5 212.4 153.0 18.8
Fourth Plan 563.7 211 .5 210.5 77
Fifth Plan 643.6 28l.2 307.7 -

Note 3 Technical assistance is not included

Source : B.P,ReBaldya,"Foreign Aid and BEconomic Development
Nepal®s Experience with Chinese aid®, (Bhuneshwar,
1984) , pPp.74~75.
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Appendix - 9

Assistance (Loans and Grants) to Bangladesh -
Bilateral

(Takas in lacs)

Years usa USSR India
1973-74 63.30 32.66 10.36
1974~75 134,90 14.86 224,55
1975~76 420,73 26.44 46.79
1976-77 92.25 7.33 33.95
1977-78 203,06 36,45 8.85
1978-79 276495 - 621 1.35
19 79«80 280 .48 10.87 l.64
1980-81 214.88 6.63 4.58

Source s Annual Import Pgyments 1973-81, (Bangl adesh,Dakha)
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Appendix - 10

Chinese loans to Bangladesh

Date of

Agreement Amount Pulpose

21 March 1978 @ Us $§ 59 mn Interest free, setting
up 130 ton. daily
Capacity fertilizer
project and water
conservancy project
for irrigation of
2,000 hectares of land.

21 July 1980 US § 43.85 mn Interest free to be
repaid over 20 years
period including 10
year grace period.

Source 3 ReKeJain, China-South Asian Relations
(DElhi' 1981)0 P.614.
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Appendix - 11
Total Loans and Credits by USA to Pakistan
(in million of US dollars)

Years ___LOans gnd Credits — Grant
Repayable Repayable Total assistance
in in amount
dollars rupees
1960-65 654,266  245.704 899,770 504.093
1965-70 819,316 191.123 1010.439 197.376
1970-71 71.132 - 71.132 49.810
1971-72 654479 - 65.479 17.799
1972-73 212,212 - 212,212 16 .626
1973-74 125.101 - 125,101 24.056
1974-75 97.770 - 974770 32.819
1975-76 178.800 - 178.800 2.214
1976-77 248.160 - 248.160 18.470
1977-78 56 .430 - 56.430 0.400
1978-79 127.000 - 127.000 0.423
1979~30 149.397 - 149.397 1.505
1980-81 58.397 - 584397 0.339

Source 3 R.,Kedain, Unit

(Delhi, 1981},

States -

«569,

South Asian Relationg
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Economic Assistance extended by India to
South asian countries upto March 1984

(Amount authorised in million rupees)

Country Period o
TPt MAToh 1966-74  1974-78 ~1976-81 1967 -
1966 1984

Bangl adesh ‘

L - 670 .6 199.2 293 4

G - 1429 .4 25.0 2.8 9
Bhutan - 20.5 33.66 192 408

G 105 456.3 795.8  970.5 1373
Nepal 10 - 205 - 51

G 302 790 386.9  376.9 486
Sri Lanka

L. 20 204 321 248 -

L indicates loans and G indicates Grants.

Notess (a) Aid to Nepal excludes grant expenditure on
Kosi and Gondak schemes executed by the
Bihatr government and grant expenditure on
training of Nepalese scholars in India.

(b) Figures for aid to Bangladesh d not cover
relief goods of the value of Rs.l7 crores
supplied to that country in 1971-72.

Source s Govind R.Agrawal, ed., South-South Economic
d Prospects (New Delhi,

Cooperation s Problems

Radiant Publishers, 1987), Dp.214-215.
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Indian aid to Bangladesh -aug.,1973

_(amount in Rs.crores)

Degcription Amount Purpo sg/Pro ject
I. Grants
a) Foodgrains 78 446 Supply of 75000 tons of
‘ foodgrains.
b) Commodity grant 32.78 Supply of essential goods.
c) Refugee relief grant 18458 Purchase of consumer
goods and industrial raw
material from Indiae
d) Second Refugee Relief 0.86 Supply of pulses, match
_grant -box and hand pumps.
e) Third Relief grant 1.36 Supply of shelter mater-
iale.
Regtoration of five 0.70 -
rail links
g) Technical assistance 1.00 Training facilities gnd
' feasibility studies.
h) Commodity assistance 1.00 Supply of baby food and
raw material.
i) Unallocated 1.00 Cultural or commodity
assistance.
Total 136.74 -
J) Educational and Cultu- 0.20
ral
Grand Total og grants 136.94
II. Loans
a) For the rehabilitation 10.00 4i)Rate of interest nil

of railways and tele-
communication and
power equipment.
b) Supply of two ships and
two aircrafts spares
and services

c) Loan to finance the
import of 50,000 tons
of crude o0il by
Bangl adesh

ii) Grace period -~ 7 yrs.

iii) Repayment period -

18 years.

6.00  1)Rate of interest- 24%
ii)Gross period -~ 5 yrs.
i1i) Repayment period

20 years.

8.10 i)Rate of interest-64%
ii)Gross period -nil
iii) Repayment period -

5 yrs. commencing
Jamuary 1973.

contds..next page
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Appendix continues, ..
Description ‘ Amount Purpo se/Pro ject

d) Foreign exchange loan 9.50 i) Rate of interest-2%%
ii) Grace period- 5 yrse.

iii) Repayment period -

15 yrs. commencing

5 years after the
date of disbursement.

e For supply of 150 buses 1.33 1i)Rate of interest-6%
ii) Grace period-5 yrs.

iii) Repayment period -
10 years commencing

from 20 June,1978.

£) Supply of textile

. machinery 6.,00
g) Supply of commodities 10.00
Total 50.83

IIT. Miscellaneous
expenditure 22.13

Grand Total of loans
and grants Rse 210 crores

Source : Satish Kumar, Documents of India's Foreign Policy
1973, p.143,
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south asia ¢ Basic Demographic Profile

Bangladesh

It is bounded west, north and north-west by India,
east by India and Burma, south by the Bay of Béngal. Its
area is 144,020 sg.km; population (1981) 87,052,000. Dhaka
is the capital. The chief ports are Chittagong and Khulnae.
A new currency - Takad - was floated in 1976.

agriculture contributes 55 percent of the Gross
National Product and employs about 80 percent of the popu-
lation; 64 percent of the total area is under cultivation,
80 percent of which is under rice and nine percent under
jute. Rice is the most important food crope. Bangladesh
accounts for about half the world production or raw jute
which is the main foreign exchange earner.

Bhutan

It is situated in the eastern Himalayas, bordered
on the east, west and south by India. Area 46,600 sg.km.
Population estimated at 1,325,000 (1981) . Thimphu is the
capitale Paper currency has been introduced known as
Ngultrum, silver currency is known as Tikchung. Indian
currency is also legal tender. The area under cultivation
is about 5,500 sge.kme Bhutan abounds in valuable forests.
Tourism is the largest source of foreign exchanges.

India

The area of the Indian union is 3.28 million sg.xm.
Population estimated at 683 million (1981) « The currency
is Indian rupee. ° __. Its capital is New Delhi. about
70 percent of the people are dependent on the land for their
living. In 1978, agriculture provided about 40 percent of
national incomee. India has the world's largest pool of
sclentific manpower. She is also among the seven countries
in the world who have the technological capability to erect
a compl ete nuclear power plante

Paki stan |

v Pakistan has a total area of 796,095 sqg.km. and a
population of about 83.7 million (1981) . Its currency is



214

Pakistan rupee and its capital is Islamdbad. It is India's
immediate neighbour on its western grant. Agriculture is
a high priority sector and a major objective is the reduce
tion of food imports by achieving self-reliance. Pakistan
has been living beyond its means with the help of foreign
fundse.

Nepal

The Himalayan kingdom of Nepal is bounded on the north
by the Tibet region of China and on the east-west and south
by India. The total area of Nepal is about 141.400 sqe.kme
and its population in 1981 was 15,020,000. Its capital &=
Kathmandu has a population of 195,260 and its currency
is Nepalese rupee. More than 90 percent of Nepal'®s trade
is with India. Nepal has valuable forest in the southern
parts of the country. Of the total afFea, hearly one-third
is under forest. In the northern part, on the slopes of
the Himglayas, there grew large quantities of medicinal
herbs which find a world-wide market. ,

Sri Lanka

It lies off the southweast coast of the Indian state
of Tamil Nadu, separated from it, by the Indian ocean but
almost joined to it by the chain of islands called adam's
Bridge. The country's total area is 65,610 sq.kme. with
a population in 1981 of about 14,850,000. Its currency is
Ceylon's rupee and its capital is Colombo. About one-third
of the comntry's total area is under cultivation. Tea,
ruber, coconut are the chief exports. Principal imports
are food and drinks, consumer goods and intermediate goods.

Maldiv es

The Republic of Maldives, 400 miles to the south west
of sri Lanka, consists of some 2,000 low lying coral islands
(only 220 inhabited) grouped into 12 clearly defined cluster
of atolls but divided into 19 for administrative purposes.
Its area is 298 sg.km and its population according to the
census of 1981 is 157,000, 1Its capital is Male. The islands
are covered with coconut palms and yield millet and fruit
as well as coconut produces The Maldivian economy is based
on the fishing industry. Tourism introduced in 1972 is
expanding.

Sources Parmod Kumar Misra, Dhgka summit gnd SAARC
(Calcutta, Netaji Institute for South Asian
Studies. 1985) ’ pp.65-67o
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