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PREFALCE
It i3 generally wnderstood that Development Cow

operation is a postewar phméz&msm In the aftermath of

the Second Yorld Wer, West Ewropesn nations were themselves
faced with the problem of their oun post-war economic
reconstruction and rehabilitation., It is in this context
that there emerged the concept of supre-national/transnational
co-operation methodology wvhich transcended the traditional
bounds of the natlon state. Outside this framework but within
 the Western henmisphere was the USA, g new Super Powor, which
then eclipsed all the major West Buropesn imperial pouvers.
Verlly speaking, the latter had o depend upon the US both
for their economic recovery through the Marshall Flan end
thelr security through the NATO, This was the arrangement
under which, as Gumar flyrdel says, the righ helped the

rich to regain momentum in their industrial pursuits,

But the wery fact that the major West Buropean
Powers, such zs Britain ond France became weskened, led to
the liguidation of thelr imperisl systems, Vith the result,
there emerged nowly independent cowmniries, In 1947 India
was the first to have get the pace for a new international
system, gradually shaping itsclf with its fnree principal
components, the first having the Vestern developed countries,



the second the Bagt Europeasn countries and the third the
developing countries, But then most of the countries in

the last caetegory which had been subjected to colonial
exploitation for several centuries, had to contend, in an
extraordinary way, with the gargentuen probdblems of their
political survival as well as economic development, for wvhich
tney did not have the necessary wherewithel, such as capital,
technologlcal know-how and the management skills, With the
resull, they had o soek assistance rincloally from thelr
erstwhile colonizl powors, with vwhom they had historical
links. During 19508, they received assistance, both in the
form of economic and/or techmologicsl knowshow, but with
politieal strings attached., In resction there was vigorous
protest particularly from the néwly liberated youmg nations
in Asla and Africa, For, it was then feared thet the
developed YWestarn powors were developing new institutional
designs for their new colonial widespread,

Indeed 1t &5 in 196&5 that the European Commmity
storts functioning at a strident pace, and with its increa~
sing economic gains 4t engaged attention of the dsveloping
countries, wiich since 1950s had come to be described as the
“Third ¥Yorld", So it is in the nmidst of such a fast changing
political and economic conjuncture that the concept of the
First Development Decade was adopted but without emy
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stgnifieant input in the develorment endeavour of the Third
vorld nations, The Second Development Decade begen in 1971
and it may be said thet it yielded some benefits to the
Third Vorld nstions. It was in this tumultous decade vhich
saw new forms of orises (such as energy), shoking the
booming ¥estern economies o thelr very roots, that both
the developed and the developing nations intensified inter-
action in all possible fields of ceonomic as well as
political scetivity. For a variety of reasong, mch a8
ideological {¥o combat against the Soviet and/or Chinese
influence in these volatile sreas) ond also to enswe the

supply of rav materials =d maritets for the eventual
gbsorption of their industrial manufactures, the Europoan
Commnity hed o widen ond strengthen the framework of
Agsociations through the Lome I end II Conventions, and
then through ¢o-operption agrecaconts wth different repgionsl
groupings end individual countries in all parts of the
Third World, Indeed, by now, the IC has & world-vide
network of assotiate menmbers M[ﬁ? sorties to the co=
operation agrecuents, This experiment, without doubt,
bears unique significance (thoush not without vociferous
critical reflections from the oritics on various levels
of implementation of the agreed to plans ond grogrummes)
for vhile on swrface it projects hipgh volues of political
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and ectnomic liberallism, but in reality it serves aud
promotes those vitsl Western interests, which otherwige it
would not have beer within the reslm of practieal,

From asmong the Third ¥orld coumtries Indiq, even
though it has been working hard for mire than threc docades
for "Self-Reliance®, bears certain glaring paradoxes. First,
vhile it has the world's third lergest reservoir of
sclentific and techmolegical okills, it is considered as
one of the poorest nagtions with less then US 3400 per

Secondly, while 1t is primarily an agriculitursl
country which wvitnessed Green Revolution in late 19603,
yet oore often thon not it has o depend upen imports of
foodgrains from the US, and for supply {even if in limited
quantity) of utter, butter oil, and milk powder upon the
ERC for the Operalion Flood II initiated by the Gover
of India.

Thirdly, while India’s intellectunl and sclenti-
£ic capobilities have gained world-wide recognition yet
its industrial capsbility has not ecofned eredidility as is
the case with many NICs {lewly Indusirislizing Countries),
and for several ficlds of scientific and industrisl
sctivities {such ss medical, commmications, electronis,
avionic, nining ond energy ressarch) it has to depend
mainly upon help from the West,
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It wuld thus seem that India is faced vith the
historic task of its sconomie modernization. 4nd it is
in this context that as it is rightly believed that there
exists untapped sotential in relation to its economic
development through interaction with the Rwrepean Commumity.
Thls is so desplfe the fact that India has divergified its
relations not only with the East Europesn countries but
also vithin the fromework of South-3outh Co~operation, This
bears out since 1980-81 from Indias's trade with different
world reglions. Indeed, in 198182, India’s exports t the
COMECON fturned out to be more then those to the EEC and/or
other areag.

it is more or less with these reflective thoughts
that the present reseorcher undertock on a modest scale
{as a @am:: of M,Phil programme) the study eg’,‘ the Indo-EEC
Development Cowoperation, The writer has atbempted to
study the global perspectives of the EEC on development
co-cperation, Thig by 1tself is a vast area anft hence
effort has been made to do z detailed write-up, not forgetting
trevity,

Potential might oxist in VWegtern Buropean nations
and 1t could grow too. But it would be wreslistic to gloss
over the effects of the recent recession vhich has caused
saxiety-producing wenployment and infiation. It has



therefore been considered necessery to cxantne its effects
on different %:as‘s Ewropean etonomies, About the prospects
of their revivil and recovery slso some snelysis has been
mode, | |

Them India's scientific gnd industrisl potential
has been snalysed in Chapter 111, This is done becsuse 1¢
may help us undersiand how for diffaent sectors of the
Indian economy have clesrly beon developed and what nore
posgibly could be done o ma;ime owr objectives through
indigonous sndfor externol help, Also attompt has besn made
to indicate the f£ields in waich Indla has given evidence of
its competitiveness with the Western manufactures,

Deriving from this Chapter IV evaluates {kesping
in mind all the limitations the witer has) the past two
decades of the Indo-EEC devslopment co-operstion,

attempt 1 made te see if development coeoperation was in the
right direction, how the worid economic fluctuations made
it difficult for both the entities to continue thelr Joint
operations smoothly mmd how f£or has Img optimally utilized
different opporbmities vhich becane avelloble B 'kisem.

Areas where co-operation could be furthared heve also been

| The study ends with & fow concluding remarks.
Throughout the study caution hag been faken to be objective



and unbiased, alithough I seck the readers' indulgence to
overiook if objectivity has besn transgressed,

I am extremely grateful 4o my guide Dr H.S,
Chopra (Associate Professory West Ruropean Studies, Centre
for American and Vest Europesn Studles, SIS) for his helphul
guidance, His keenness on the quality of work and desire
for perfection have time and agsin helped me to bring the
better of me, In my desire to sesk hig guldance I had too
many times eroded into higs time at home that I should
thank his wife and children who bore with me.

To Hr Pohwa, I an grateful for having patiently
done this work, Hig deft at his work smazed me as much
as hiz punctuglity, WHrgs Heera of the Centre of VUest
European Stuiles elso helped me off and on In preparing
parts of the first draft, All my friends who have helped
me varicusly in making this dissertation possible deéserve
ny tharnks., To my paremts,; uncle and aunt who have been

constantly a source of encowragenent and inspiration, I an
indebted to them alwvays,
The responsibility for any errors and omission

New Delhi, HIRMALA SITHARAMAN
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CHAPTER 1

'THE EBC'S GLOBAL FRAMEWORK FOR DEVELOPMENT
CO~OPERATICN

The necessity for Development Co-operation was feld
first by the West Buropean nations after the 'sefcend World Var
when the salvage operations began. 1t is wnderstood that
individual efforts at reconstruction would not be successful
for any nation, Europe, which was snattereé by the war
realised this perspective but before long came the Marshall
Plan in 1947 which contributed to the revivel of the continent.
It was also about this time that some of the colonies gained
Independence and as a result they aleo had to contend with
the gm’biem of their economic and social development, These
nevwly independent areas were areas of low economic activity
due to their underdevciopment spread over centuries., Hence
théir problen of recovery and development had vider dimensions
than the directly wer-hit Burope, Further, Britain and France,
then world imperisl powers (but weakened by the devastation
caused by the Second World Var) and Germany which suffered a
crushing defeat in the same Uar had no option but to
reconcile to the medium power status, Simultaneously thetr
help was alzo sought by their former caionias o help *mem
in building their economies, In this backdrop the six nations



of m@é in order to protect and aceelerate thelr economic
revival set on a path to Duropean wnity in 1954, |

In its eorly stages the EEC "projected the image
of a nevly born trans-national organisation mainly concerned
with the development ai trade and c@mmcrﬁe'“..’ Appreciably
however the EEC did not remain with this interesgt alone, At
a later stage, L1t expanded its activities to include most of
its colonies which as said earlier, still depended on the
tmetropolis® - if the teorm could be used ~ for some sort of
their economic mainstay,

It is debetable, and is often questioned, as to
vhether the reiatimsmp between the meﬁrop&iis and the
colonies could be described as of co-operation. One thing,
however, is clear that the latter were depemdent upon the
former for everything becouse decisiong with respect to their
security as vell as economy were token in the capiﬂtal:é of the
 metropolis, In other words, they had no participation in
regard to the decisions on their own economic or pali‘bical'
survival., Also apropos to this, Alfred Grosgzer, an eminent
French Polidtical Scientist, observes: "The twentieth century
requires that one no longer dominate, but co~-operate =

domination and cooperation both serving the cause of nationel

1 K.B, ;..all ';ml H.S, Ch@pra, “::..Lf: and Inciia“ J‘%U o= EE:C
J L ;,;-L. B el & ‘, -l 2121 c : . L ﬁlm,




ambi ti..on-‘.“z To support this asrgument of -hié;,- he cites how
de Gaulle vhile vithdrawing from Algeria had to say: "For
all the Africzn states, fslgeria included ... owr historic
vocation henceforth will takte the form of w-cperation"ﬁ
These terms, according to Grosser, were purely to win the
acceptance of the French pecple for the idea that domination
and co-operation were but different forms of national
ambition. Thi‘s.view seens plausible to explain the extent of
co~operation which the develeoped world extends to the under-
developed nations., This principle appears also to have been
the pgulding note of the American schemes of co~operation with
Western Burope and this theory hags popular credence. There
existed also anether version explaining the need for a policy
of co-operation on moral grounds which is practically none
exlatent now as ever before., This was voiced by Foyer, the
then Minister of Co-operation on 15 March 1962; %The first
reason is that the policy (of co-operation) that we are
pursuing 'is one of the memns of ‘rayonnement' left open to
France. The second reason is that, in sny case vwe have a
responsibility towsrds His;tsry.“‘* From 'thgse it may be deduced

that the sources of cowoperation were 'moralism' {(in name only)

2 Alfred Grogser, french Foreipn Policy unc
{Boston: L¥ttle & Brown, 1967), p. 00,

3 Ibid,
4 Ibid‘; Ds 61.
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and the national interest. The first source of moralism was
less populear ond most lesders of the nations in Europe - de
Gaulle, Adenauer and Macmillsn - followed the policy of *cow
operation', thenks to the second source = 5%&%&.@@1
interest',

The EECY 5 political direction especizlly in matters
. of co-operation as enshrined in the preamble to the Rome Treaty,
did not gain much strength., This was becamuse General de Gaulle
raised opposition to the vesting of politicsl asuthority in
institutions with suprae-national possibilitiess It was in
fact not wntil Georges Pompidou tock over as the French
President that steps were taken to strengthen its political
' c‘mplmvcn.ﬁ This hesitant approach to global co-cpér'ation by
the EEC in the 1960s is in spite of de Gaulle saying on
31 January 19643 ”Cawegératicn is henceforth a major ambition

® mig statement of the General is to be understood

of Franece,?
vithin his nationalistic fromework within which France had the
leading role and only then came the L:EC. Thus whatever the
FEC pioneared or even ventured in the name of co-operation
during the sixtles was in spite of de Guulle., The emphasis
of the Gamllist influence on the EEC need not be explained
because wntll he led France his was the most powerful volce
bearing on the decision msking in the EEC due not only to

France's role as a major founding member but also due to its

5 K.B. Loll and Chopra, n. 1s Ds 2e
& AMfred Grosser, n., 2, pbe 62=63,



charisnatic and more nationaligtic leader Generszl Charles
de Gaulle. Even today France plays a dominant role in the
EEC' s decision-moking, but it is balanced by the other major
powers of the EEC, such as the UK, VWest Germany and

Italy.

On a global backdrop, the idea of development
co-operation was £airly new. It has not been talked sbout
at the lpvels we now refer to., Gunnar Myrdal recég:ising
this had saids

The very idea that the developed countriess..
should even be prepared to feel a collective
responsibility for aiding them {the wnderw
developed countries) is an entirely new
concept dating after the Second Vorld Var,

The colonial cystem had served umtil then

as a protective shield for the western
developed world's conscience, Even though

the pedples undar the colonial rule were

Just as poor aond in need of development then
‘as now, responsibility for what hsppened

out there lay exclusively on a few individusl,
mostly VWest European countries - whose subjects
they wel'e, ... Before the Second Vorld War hardly
snyone perceived a common responsibility on the
part of the developed countries to |  the
underdeveloped countries, 7

Indeed it is only a truism to say that since
early 1960s, the less developed countries have been very
much in need of assistance to pull them out of the morass
of mﬁé«—&evelogmwt. In this regsrd Myrdel overs: "The

7 Gunnar Myrdal,

 The 7 {London:
Penguin, 1370} s pou
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reason why under-developed countries need international
speclal consideration is because of the very fact that they
are under~-developed, cexitremely poor and encoumter great
difficulties in thelir attempts to fievelso~9§“8

Development Co-operation could be through different
channels - such ag trade, ald and assistonce. Uhile trade
and aid gre relatively seli-explenatory, assistance could
vary in motive as in interpretation. Technology could be
transforred under this category whereby the developed world
could impart technical training. Assistance may also be
provided by way of the supply of technicsl equipment to a
developing country, The latier may buy it or take it on hire.
For instance, merchant vessels may be hired for tx*aﬁs»bigmmt
of goods from one place to another, .‘I._‘Eae cther mode of
assistance could be through collsboration on terms mutually
-agg'eed to by the contracting pari';iels;

Hearly threc-fourths of the Third Vorld countries
gre linked with the EEC through varlous forms of conventions
such as association or commercial and economic agreements.

As such the Community's framework of development cosoperation
within which 1ts relations develop with different Third

vorld countries asnd regions need t0 be examined. In
particular, thls is necesgsry because the LEC has its economic
priorities wvhich enahle- it to develop relations varyingly .

8 Ibid,
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with different developing countries. Here once again the
‘moralism' as a point of view is neutralized., The nature
of the EBC's industrial structure too is such that being so
founded that essentisl raw materials and even subsidiary
- outputs were linked vith their a@l@nies‘; They could not be
broken off, "
~ Over and sbove all these there is a consplcuous
abgence of any provision relating to development co-operation
in the treaty estebliching the Ewropean Economic Commmumity,
If sny mention is made about co-~operation it is only‘ in the
followings
(1) Part IV of the treaty which spesks of the Community's
relations with the overseas @mtries. This essentially
refers to only those African states vhich were colonies
of France and Belpgium,
(2) The preamble to the Tresty mentions the general
intention of the Treaty itself., It says: "To confirm
:s:he solidarity vhich binds Europe and the overseaos
countries and the desire to ensure the development of
their prosperity in accordance with the principles of
the Charter of the UN.®”
lere again the torn 'Cverseas Countries‘ apparently
refers to the associated couniries because the treaty does
not mention any othersg,

9 R, Cohen, "Burope and tna Qwelngmg Countries", in
Ph.P, Everts {(ed), The Europesn ! mit
(Retterdam Univa*sity eS8, 1‘972 s Do 109..
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Assessing its development policy to date (5/82)
the Community in its Bulletin fraced its steps. I% dige |
tinguished four major areas. They clalmed that each had its
am speciflc historical background, First, in their catégery
was the Africen countries which were covered by the Lome
policy deseribed as the oldest and the fully developed
srea, The second was its Mediterranean policy suggestive of
its intrag-Furopean commitments., Third was classified under
the cormon policlies column referring %o the "Scheme of
Generalized Preferences® (GSP), commodity agrecments, and
food aid, India, msny newly industrialized cowmtries and
other South Asian LDCs, are deriving benefits from these
policies till day. However, these came about only in the
early seventieg, It is not as if théy were concelved at the
time of the Community’s inception. ‘I?;e‘ diplomatic effort to
bring forth these developments camnot be forgotien., Even
the fourth area gpoke of the "aild system set up by the
community on a unilateral basis®, L Agia znd the other poor
perts of Latin America are included in this, However in
hagte it may not be concluded that it existed since the
EEC' s inception, Even 50, its impact is hardly much,

10 Bulletin cf the Wsne'm .Communities, Supplemmt 5/82,

11 Ibid.



Not being wmfair to the EEC's founders it may be
said that in Article 110 of the Treaty, they c¢laim that the
customs umion created smong themselves will help "contribute
in the common interest to the harmonious dovelopnent on
internationsl trade lowering customs barrier?, 12 It ig
suggested here that the Community could in principle develop
a strategy for its trade relations with the developing
countries. As if to reaffirm this intention Article 238
says: "The Community may conclude with a third state, a
union of states or international orgenisation, agreements
establishing an association involving reciprocal rights,
e‘bligatimzs, comonn actions and special procodures. 013
a‘ai%:hough the tern !third state' 4-‘!:&393 carried reference only
to the former Africon colonies of France, the Netherlands,
and Relgium, this Article has subsequently been inveked %o
establish relations with the Third World, Similarly Article
113, parapgraph 3, also has been the basis of such
relations,

The peripheral importance given by the EEC
towards development co-operztion could be explained in
snother way. In late 19502 Development Co-operation was
much less in common usage then it is now. The newvly

independent third world countries were then colonies

12 Cohen, n. 9, p. 109,
13 Ibi:da;
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still vith their Godemothers, The Community activity in
those days vis-a-via the developing countries was limited
to obligations resulting from the associatlon agreenents,
with overseas countries and t@ritﬁéies‘., iinl:s{ gradually
did arise the need for development cowoperation as a global
strategy.
Seemingly, tzm international troends set the

pace for the evolution of "Development Co-operationt:
(1) In 1960 most of the French/Belgiun colonies and
dependent territories gained independence, and they storted
making ecanmie_ demends themselves., And they were also
formulated by the UNCTAD with the LDCs as a group pronouncing
for 1t, (2) It is about this time that Development |
Co-operation engages attention of the Community itself. It
could be compared as seen during this period, to a ‘ba}.can
being blown out of pm#artimg

~ In July 1963 the Ysounde Convention was held. The
memberg of the EEC and those eligible for =n associated ronk
entered into an agreement, This came into force on 1 June
1964, There were heavy reallocation of trade preferences,
iny paucity due to the resllocation was substituted with
financizi aid. # ¥ The Conventlion was f£ollovwed by the
Declaration of Intent, The main idea behing this was to

~

4 % 4 point which shall be refared to with many
others later vhile concluding a point of view
in this chapter.
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include in the EEC trade/aid structure the Dutch and Belgien
colonies besides the many Francophone ones, It .etfated that
non-monber eamﬁ’iﬁes: whoge economic structure and production
are comparable to thosge of the Associated African States

and Madagascar can submit request to:

{1) accede to the Yaounde Conventions

{(2) conclude separate association agreements; and

{3) conclude trade agreements,® B

These conditions obviauély made ont thing clear
that it affirmed the typicsl ex~colonizl pattern of backe
ward economy as the gine gug non of membﬁ"s%aip.*'%“ Yaounde I
lasted for 5 years, Its renewal ceme up in 1669 when talks
were held for Yaounde II and it came into forece on

1 &:mary 197 1.
‘ I1¢s features tzrm*e not differont from its prew
decessors. There wers re&uetﬁms in the preferentizl
armngmants‘ In order 4o recempense for the zbove
t{her-e vere increase in financial ald, Above all there
wvas an explicit recognition that the creferential srrange-
ments shouwld not be incompatible with the System of
Generalized Prefereﬁ?es far developing countries which

1% R. Cghéﬂap n. 9, pe 110,

16 Soumiya K. Hitra, "The EEC and the Lome canventicn“
in Lall and Chopra {(ed), The EEC ond the 7 dordd
{New Dgihi: Radiant, 19
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was to be set up under the UNCTAD programme; i.e. preference
on coffee, cocoa, palm oil eﬁ. were reduced each at least
by 5 per cent, There was an increase in financial aid from
730 million EUA to 918 million EUA.

Here, Gunnar Myrdal's observation scems to be
relevent: "1 never believed and I do not believe today that
the giving of ald as a gift from one government to another is
a necessary natural or even wise policy, except when the
beneficiary is an underdeveloped i:omh*y, with deep~seated
structursl disabilities to overcome.®’ It is of impartemce
to note here that these imbalances cannot be used as a reason
for reducing itrade for long periods, This has been the case-v
with ‘thé EEC associables relationship,

The associable coumtries’ financial responsibility
for their own development has increased because relatively
more help is now given of course in the form of loans than
in grants, . |
| Ald to production in the form of price support has
been dropped end replaced by id hoc intervention in cases
vhere world price levels would threaten the normal implemen-
tation of Gevélama;t DYoL aning,

As Yaounde 11 was being concelved Tanzania, Uganda
and Kenya together forming the East African Community

17 Guormar Myrdal, n. 7, PPs 3 B=G,
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established on 6 June 1967 decided to have z deal with the
EEC, Ewven earlier vhen Yaoounde I was being gsigned they
asked for negotiation on a geparate assamaﬂm agreement
with the Commmity. An agrecnent was signed a2t Arusha on
28 July 1968 which never came into effect because (pn)its date
of expiry 31 May 1969 {of Yacunde 1) it had only been rati~-
fied by three East African cowntries themselves and by
Belgium and Netherlands, |

Yaounde II expired in January 1975. Before this
Britain had become a member of the EEC, I%s Commonwealth
urbrella was too wide to be accommodated. The existing
policies could not be stretched tov much, Hence in this
regard therefore, in response to the new conjunctural needs,
there come sbout Leme I, in place of Yacunde II. Lome is
the capital of Togoland and it is here that i:he treaty was
signed ng if symbolically in February 1975, | |

The Commonwealth LDCs were split into associables
and non-associables, The associable countries vhich existed
even before the British membership of the EEC were spread
- over Africa, the Caribbean and in the Pacific and were then
considered for association with the EEC, All the associebles
from the Commonwealth end the ACP (which included the
erstuhile colonies of France, Belgium, Netherlands and
Denmark) had the preferance as in Yaounde and Lome I,” The
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non-agsociables from Commonwealth were offered a range of
different and new contractuel trade/aid regimes which were
less favourable than Lome, This discrimination was produce
tive of division among the assoclsbles and non-associables.
And in z way, it showed that the ECCwas willy-nilly not

sble o pursue the same policy of development co~operation
with respect to all the concerned countries.?

Nonetheless it is possible to reason out the
attitude of the Commmity in implementing this multi-coloured
policy. The Community is only an expression of a Euz?upem
identity and not s multilateral development institution., Its
development policy necessarily reflects its geogrephical
pr'efer.ezﬁce»s,. 1t has justifisbly to take care of its economic
interests. In framing 1ts relations with different comtries
it has to keep ity priorities clears It has also to cushion
its relationships with various nations and entitles on which
it depends for the secwrity of its supplies and its
aarkets,

it mugt although not be forgotten that this marks
the beginning of a concerted policy towards the LDCs, In
short, as Christopher 3tevens, an eminent European expoert,
says, Lome I vas a multilateral package of measwres covering
aid, trade, industrisl co-operation. This was something of
an innovation. HMoreover it established a set of consultative
fora, with the promlige of a continuing effective and
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productive diaslogue between the two sides. And, of course,
there were some tempting morsels in small prints - the
Stabex snd more favourable itrade access to the Community's
market for the ACP indusfrial manufactures than for any of
the other cémi:ri.es or regiong vith which the BEL transacted
trade, B A

There were sections of the third world which felt
that the EEC attitude towards the devélﬁpmg, comtries was
becoming lukewarm. As if to prove this trend the EEC/ACP
ministerial conference in July 1978 in Brussels witnessed a
different scenario, In his sddress the ACP counitries!

representative, P.J. Patterson of Jamaica, said:

To the ACP group ... the Lome Convention

elways represented no more than a step,
ibelt a significent one, towards their
goal. It is not itz final achievement,

- though let me haosten to acknowledge it
ropresented on example to the rest of the
developed world which unfortunstely has
not been followed. Today cuwr sole purpose
is to seek to make with you, our partnersg
ancther sigoificant step towards that
wrgently needed gozl,. ©

To this the then Chairman of the European Council,

Hans D, Genscher replied:
He are prepared to continue and extend

further the co-operation launched under
the Lome Cornvention, The Convention

$© ‘Adrion Hewitt and Cnristopher Stevens, "The Second Lome
Sunventianﬂ in Christopher Stevens (ed),
1d (C41/IDS, 1981)y pDs 30=-31.
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has proved itgself in practice. The negotiae
tions will not therefore desl with sweeping
chenges or ronovations but with adjustments
mmé inprovements, 20

It is very clear that the EEC adopted a take it
or leave it approach which was inconsiderate to the theory
of interdependence, as defined in the EEC' s Hemor andum
itself: "Although world interdependence has grown steadily
over the past 20 years, collective capacity to overcome
insecurity - which should go hamd in hand with such inter-
dependence = has instead become wesker,"2' It sounds as Lf
the EC acknovledges the feeble impact development co-
operation has made in the Third viorid as a vhole, The
*Nine' of the EEC were unwilling to make any major new
concessiong, World recessién %nade it necessary for them to
prune their dealings with the South..

Conditions in the Third VWorld for twenty years
beginning 1960 havé been ap-@all,ing;_ The real per capita
income of 2,000 million people inclusive of China and .Ind-ia
increased by no more than US 8§ 70 in thoge years while
incomes in the industrialized countries went up on an
average by US § 5,080,%% Seven hundred snd f£if£ty million

21

22 Facts from the Bulletin, 5/82 of the European
Commmities, n. 10, pe 9
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people of the Third torld iive in aba‘éezt peverty., 1% is the
poorest countries which once again have been hardest hit by
~ the deteriorating economic climate., From 1970 to 1980,
their terms of irade with the industrislized coumtries
declines by 16 per cent reducing their purchasing power
substantially on the world m'ark“et. Szi;nce 1973 their {the
LDCs) external debt has increased practically five-fold
amounting now to US $500 ,GQD million, Eﬁmgr§.smg1y a bulk
of this magsive debt is tucked in re‘lati;(ely *‘ri;:her
developing countries's The ten most heavily indebted
countries comprising of five net Qﬁ. exporters and five NICs
{nevly industrizlized cowmntries) account for 60 per cent of
the totzl debt, The YWest could not afford to offer the
imaginative large scele transfers and concessions that were
being videly recommended by the Brandt Comnission to say,
facilitate trade expansions, bresk the protectionist gpiral
and untie the merket forces. The EEC has an in-built
inatitutional blas thet fa%m-‘s the creation of an impasse,
The procedure in the EC is that the Commission proposes to
the Council of (Minsters )a set of negotiating positions, on
the basis of which the Council issues the Commission with

a markiate for n@gaﬁia%:ima that provides only é liimited leewny
for manoeuvre, UHence the Commission has to refer back to the
Council vhenever the negotiatlons reach a stalemate and

new initiatives are required., Then the menbers of the
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Council require an occasion to refer back to their national
capitols before new decisions ¢an be taken, |

Moreover it is also stated that the Commission did
not fully tske advantage of the flexibility, hovever little
it was, vhich was provided to 1%, i.e., the rigid and the
high-handed attitude of the EEC negotlators was clear and
positive, A

The personal izi,itiatwe of Hr Claude Cheysson,
Director General, D.G. VIII of the EEC Commission, played
an important role in drafting Lome I, but his successors
turned out to be less dynamic in this respect,

The toples of discussion during the Lome II nego-
tiations were aimed at renewal versus renegotiation contro-
versy over the negotiating style and the size of the
- Community' s ald pledge.

At the time of renegotiation with the ACP on
Lome II, the EEC came up with new stipulations.® They
wores (1) Imgravmi contragtual arrszngements to protect and
encourage Buropean inves merrts, especially in mining
companies in ACP countries. (2) To establish an obligatory
consul tative mechanism betwsen ACP governments and EEC
producers/consuners as a mesns of avoiding any impending
import threat to the EEC from the manufactured or processed
agricultural exports of the ACP, (3) Socisl clause
insertion (following the ILO Convention) into Lome II.

(&) addition of a control mechanimm linking ACP governments®
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recelpt of ald to the observation of human rights in individual
ACP countries. 2

It can be clearly geen that the last two clauses
are digression from the main issue itself and their feasi-
bility is weak.

From their side the ACP askéd for four reforms:
(1) Free nccess {trade) to the Community for a1l ACP products
i.e, free of levies, tariffs and quantitative limits; (2)
abolition of the genceral safeguard clause governing its
imports to the EEC: {3) cxtension of the Stabex to all
products bazed on exports t© all destinations (including
extra BEC markets) and indexation of Stabex transfers; and
(4) establishment of special funds earmarking aid for indug~
trial investment for commercial promotion or regional
pfc,ject;sé affecting more than one ACP country, and separate
fund for LiXs islands and landlocked countries, |

Initially 2n aid packet of EUA 5,100 million was
given, This was rejected by the ACPF comntries in May 1979, 2h
Then the amount was raised by Ela 507 million, The two
sides returned to talks on 25 June 1979. Due to the une
compromising positions of the two sides until 31 October
1979, no orogress vas made. However eventually, the ACP

23 Details from Adrian Hewitt and Christopher Stevens,
n, B, -

2h Facts from Adrisn Hewitt & Christopher Stgvens,
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countries famei thengselves with no other option but to
acquiesce into the stipulations made by“ the EEC, and then to
gign the Lome Convention II, as it was z'}z*@sent@d.‘ Here it
ig important to note that the essential points agreed upon
in this Convention were similar to those initially offered by
the EEC,® |

Lome II comes into forece when two-third of the
ACP countries signed it, Till then Lome I, held good. Its
relevant Buropean Development Fund IV could pguide spending
decisions slthough the fifth EDF could not be instituted
for long, |

Since late 1970s, there has been the toughening
up of the Vestern aspproach te the Third Vorld problems,
and this -ap@roéch found expression in most of the internstional
{North~3outh) forums, vhich led to general resentment all
over the Third World. But it is at sbout this time that the
Brandt Commission®' s Report sppeared to reinforce the position
of the S@nﬂa.gf’ Technically, the Brandt Commission was an
independent Commiszion charged with the task of appraising
the problems relating to North-Scuth development issues. It
consisted of 18 distinguished politicians, esconomists from
the test and the South, But there was none from the East.
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It was esgentielly a political initistive « an initiative to

generate a momenftum on the North-Socuth issues and to forge a

new kind of development relationship based on noutral

interests of the two sidess 1t had two groups of proposals:

(1) A wide ranging prograomme of priorities for the next two

decades convey changes in the internationsl economy and its

insti m-ﬁﬂﬁﬁg? a cﬁméaef't between energy consumers and

producers, an improvement in the conditions of trade in

commodities snd manufactwres and reformg of the world nmonetary

system and the structure of ﬁéveiapmen% finance.

£2) It proposed for an emergency programme for 1930-85

including large-scale transfer of resources to the LDCs,

an international energy strategy, a2 global food programme

and the first steps to reform the international economic

sys»m.zzé'

The above propossls havé been generally welcomed by
many of the EEC member states, b’uﬁ then resarvations expressed
by some of the major menbers of the EEC far overwelgh their
positive commitments,

A major drift in the thinking of the powsrful
community ingstitutions in thig period can be read. The
Venice Communique of 1981 and the FEC Commissions greparatory
documents for the Eleventh Speclal Session of the W are

26 Ibid,
27 hdrien Hewitt & Chrigtopher Stevens, n. B.
DIRY;




cases in imi.n'h. The EEC had to be prepared to reach the

ald target of 0,7 per cent of GNP in the course of the
decade, Although it was earlier agreed to by the Westean
developed countries thelr reluctance to fulfil the target
and the need to pressurize ‘ﬁzem s0 that the goal is achieved,
prove the point stated aboves, Ironiczlly one of the comnu-
nications addressed in May 1980 by the EEC Commisgsion to the
EEC Council of Ministers was entlitled "Ghat is to be gained
by further dialogue?® This reminded the Council of their
collective aimse (1) Coumtering the threat of deep and wide
spread recession facing the economies of ’mﬁh the North and
South, There are clear risks to the world economic system
angd to the world peace itself and these could be aggregated,
by the strangulation of the poor developing countries and the
gﬁappmg of the growth process of the middle income developing
csmﬁ*-ias; {2) Basing world hmger, i:xsemrity of food
supplies at world level iz beyond @um the least tolerable
of all forms of unm‘h@mty and it is an absolute morsl |
imperative for tné ‘international community to reduce this
insearity. (3) Grgéxzi.smg the trangition to a less oil
dependent world econony,  The foreseeable imbslance between
the oil supplies and potential demand over the next fev years
cvuld hamper growbth and development process 2.tselfal$

28 Ihﬁ»ﬁnt PDe Seb, -
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It was however at this critical juncture that ‘bﬁe
"Tokyo Round® of the GATT 1979/80 broke down, Multilateral
trade negotistion was wound up in Novenber 1979, much to the
chagrin of the Third Yorld.

Under the exigting GATT, Article XIX cmﬁ;& be evoked
to impose emergency safeguard measm*ns if a dcmestz.c industry
is adversely affected by a rapid and da:&aging rise in |
imports. 2 But this also reguires import controls which may
be applied Yacrogss~the~boards' on all sources of supply. The
EEC in particular has argued for a selective safeguards clause
that would permit controls to be imposed against the exports
of individual countries.® The reason for the .ini‘réqumt use
of this Article ig the fear of retaliastion, It ig surprising
that the EEC had to think on such lines, It is surprising
because of the ztate of the Third World economies is well
known to the world. In the world trade erea -

Exports of manufactures are important for the
developing countries' industrisliisation but
the North is reising obstacles against these
too; including more *non-tariff* barriers -
such as formsl or informal quotas, government
subsidies or purchases regiricted to their owmn
domestic COMpanioScees

29 Jagdish N, Enaguati, "Market Bismmim, about Market
Di.sruptmn, Compezasa’tim, mﬁ GATT Keforms“ in J agdi.sh
ﬁ Egaguatx, ed.f} The Ney Internstional B mic Or

A0 O =00 ath De

30 Breandt Commisgsion Report 1, n. 25, pp. 42-43,
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It appears that the West remains blind to the Qrcblems of the
South althbugh as it is often said, the aims of trade éar‘e not
expected to be thoroughly wiped off, - "
Another major notsble feature is that the EEC
tends 1o re-act in an gd hoc fashion to the pressures exerted
on it than initiate a vide ranging structure of either
protection or positive adjustment.® It is well known that
an in~-depth analysis of the relevant data has proven that
imports from the developing countries are not a major cause
of unemployment in the developed countries., The 'Institut
fur Weltwirtschaft! at Kiel has calculated that the granting
of access %o LD manufactures would cause (by 1985) only 1
to 2.5 per éeni; unemployment in, say, the Vest German
industrial workforce, This, in p:artimz.ai', will be in
clothing, leather goods, textiles, feoptwear, optical
instrunents and lg.ght gmgmeermg products « sectors in vhich
the LDCs are already evincing pmﬁci.encyﬂ_,}i However the
EEC Commission in its commumications affirmed its position

even from 1977 which never changed -

sas the structhuwral adaptation problema have
become more acute as a resull of changes in
the competitive capacitiesz of certain indus-
tries, the insufficient occupational and
regional nmobility of the labowr force and
the stagnation or decline of investment over

31 3.K. Mitra, "The EEC and the Lome Convention®, in
: Lall and (ﬁi’mprag ed‘;g‘: Ne s Do 2950 .
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25-26

the last few years,.., in the present

situation, first priority must be given

to the objective of full employment, 32

The enlargement of the EEC will increase the
BEC!' 5 domestic supply of certain CAP products relative to the
demand within the Commmity and will as such squeeze out
Third Yorld exports, The South-ward expansion of the EEC
may affect adversely even the img:ﬁx‘*ts’ from the ACP countries,
Spain hag tomatoes and citrus frults to offer while the
other two Greece and Portugal have vegetables, olive oil
and other Mediterranesn products for the EEC markets,

Perhaps as an alternative to protectionicm (called
as the negative adjustment) the EC could have adopted a
vigorous policy of positive adjustment in manufacturing
industry to cope with increases of imports, The Community
however does not have the strong policy instruments required
for such policies. '

ALl tﬁis critical estimate need not biind us to
the several positive steps taken by the EC towards develop-
ment co-operation, It had ereated the Europesn Social Fund

‘tﬁwuﬁt\ the.
and has offered bilaterzl aid and other fimds (EIB) to a

number of countries for the construction of { | By

—— e W e

specific plants in energy sector.

Euro~-Council, =2 April 1977. Bulletin of the EC,
April 1977, o 26,
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However it could be sald {recollect zl1¥ marked |
pointg) that the EEC not surprisingly has been too aﬁ&ﬁéﬂs-
since 1ts inception in matters regarding development cos
operation. Afte-r all vhen nations co-operate, it is on the
basis of at least an apparent "give and také®, The steps
taken by the EEC have 51l helped eagse Third Vorld tension
although in terms of developmental co-operation much more
remaing to b-azé@e. 1ts avenues (the EEC'g) are still
blocked due to over-cautious attempts at safeguarding
national economies of its member states.

LR 2 2



CHAPTER 1II

ECONOMIC RECESSION AUD ATTEMPTS AT RECOVERY

| . At the beginning of 19703, the world economic s¢ene
withessed a situwation of uncertainty. 7This was primarily due
to the oil shock in 1973~74, There was a2 nesr collapse of
the world monetary system adding to the chaos and the
resultant floating exchenge rates caused constent twrbulence,
Helmut Schnldt, the former Chancellor of the Federal Republic
- of Germsny, had then said:

e impression,..remeins that the world
sconomy had entered a phase of exiroordie-
nary instsbility and that its future course
igs absolutely umcertaln; 1t may bring
gtability but 2ls0 gtill greater inste-
bility. .. the future course may Just as well
be characterised by disintegration, nationdl
isolation and the search for more selfe
sufficiency. 1%

The prophetic truth of this statement is proved although
it is dishegrtening to note that the intultiveness of even
great Yestern leaders did not help in finding solutiong

to the problems of that periocd and they remain still
méaivaci‘; | |

{London), 26 Fetruary-4 March 1983, D 2%

- -



It was algo then believed that the affected
coumtries could solye these problems by co-operating among
themselves, However, it is too apparent now that even the
turbulent ten years which hove passed by have not instilled
the iden of cowoperation. EBEven thi:se minimal efforts which
were taken were given a severe Jjolt by the second ¢il shock
resulting in grave price exgalosmn in 197980, Considering
the lov level to vhich most countries' economies have fallen
since 19303 the present state could very well be described as
of "the grest stagnation®. And as such, urgent corrective
measures @re called for, -In the post=1974 pericd large funds
were placed 4n the commercial banks by capitsl surplus oil
exporters. These funds were borrowed by the better-off
developing coumntries, It was engured that they were turned
into large cxport orders for northern manufactures., This
*recycling' of the funds was the only antidote to the
recessionary effects. The Brandt Commission Report
sayss '

been estimatcd in one smdy to Mve m

§i“§§.’§i§’_§§§%“é§§%§‘5§£a§ zéﬁg‘f%m

by CECD suggests it was cquivalent to

9@9,@9@ Jjobs in the industriglized aﬁm‘&*ies
every year éwmg 19737, 2

2 Ermdt C@missim Report, Ng
or_Survival {Londons Pan Be




The recessionary trend has seeped into all fields
of economic activity, Every part of the world is caught in
varying grips. The developing countries are the worst hit,
Farming i3 still the bipggest source of jobs and income in
these countries, Although its contribution has shrunk, it
remaing three times bigger than ils shere in middle income
countrics, i.e. in the LBCs agriculture accounts for 37 per
cent of their GDP while in middle income countries it ig only
14 per cent of their GDP, In spite of this, farming has made
little grogress., Nabure hag had a hand in the LDCs failings
also. However governments in the Third Verld countries have
held down the farmgate prices Yo benefit the more vocal and
vociferous members of the towns.

Farmers have reacted in text book style -
low prices, so low production. Raising
agricultursl prices iz one of the main

ways that the poorest countries ¢an save

on imports and encourage exports...the past
few years have underlined the need to buy
imports and to service thelr debts, 3

The developing countries' cxrent account balance
is shockingly low due to the low raw material prices, high
oil prices and excrbitantly high interest rate-aft" Their

3 ®yorld Economy 3 Survey', The Eccnomigt |
24 Septeraber 1983, pe 46,

4 Tarsnath Bhat, "The Export Sector : Sixth Plan and
Beyond® « A Paper presented at a Nationzl Seninar on
India*s Trade Progpects in 1980s, under the Jjoint
colloberation of Indion Institute of Foreign Trade
and State Trading Corporation of India, on 19 Novenmber
1983 at New Delhiy
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deficits in 1982 were atill three times as high as in 1978,
The non~-o0il developing comtries together in 1978 had a
current account deficit of £235 biliien, by 1981 thig had rigen
o §75 billion. The developing comntries’ foreign debt im
1982 rose to more than $600 Billion., In mara?rveﬁpeat‘s the

Debt of cg

* A

e i

countries by r @gimﬁ

e

YR Ariea
& [ -

Hifi |

%EJHI | B

b+ + + >+ N -
+ o+ > M/WHWWU‘-W'

0
developing countries ere now in a position similar to that of
the Germen Reich in the 1920s: Germany oould not mgeﬂ: its
reparation payments because the ailies were not prepared
to tolergte German trade gm‘glusas{ :f»u Germany could not
meet Lis &eizt repayments and lé«zt its credit-worthiness,

migt (London), 24 September 1983, p. 32.
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The fluctuations in the oil prices were the main
cause for the current deep recession, The OPEC since 1973 has
ralsed the oil prices to much that even magsive subsidies by
governments in oil immrting countries could not in the end
disguise the rise. In 1979, then there came the second
"oil shock", which resulted in the near doubling of the
crude oll prices. As a result, as S. Kumar Dev, Vicew
President of the Forum of Financial Writers, says India's
trade deficit for 19?9—53@ rose to %.2,233 crores compared
wvith B. 1,088 crores for the -preﬁéas yearﬁ _

However, in early 1980, the OPEC's adjustments regul-
ted in a f£2ll in the price of oil by 45 per cent particularly
in 1982 {end 1982). This has in fact helped recovery from
the recession. It is hoped that the cheaper oil will make
a boost to the real incomes in the rich developed countries,
The fluctuations in the o0il prices have affected even the 011’
producing countries. HMexico is = case in point, Instead of
using their oil wealth with foresight Mexico got itself
entengled in the world debt scene,

1f Mexico had asked Exxon instead of Citibank

to finance some of its oil development, it
would never have got into the mess it did

& 3. Kunmar Ee’sr, "Engrgy--indian Perspective®, in Shyam
Rah’xa G?l{)t& a?iﬁ Lt 'Si Q‘il‘i?afta‘va, edﬁ.; N y ' ,
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iast year, 5o the Hexican poor would not
now be having thelr resl incomes out by a
quarter, Forsimm exchonge would have been
remitted only after it had been earned,
Instead Mexico was faced with remorseless
querferly demands for bank inbderest un-
related to its ablility to pay. 7
3ince investunent in energy takes a particularly long time
to besr fruit, short term bresks bring in confusion rather
than clarification, Schmidi rightly observes:
The world is in the middle of repeating
the mistakes of 1976~78 vhen amergy
saving and efforts to open up alternative
encrgy sources siowed down becausge real
0il i&"-,ige.s were dropping and the OPEC
surpluses dvindling. In fact we should
have lexrnt by now » 1979-%*80 = that

secwre energy supplies are the key o
growth, 8

In thiz sitnation it cannot be considered that the ofl
problem is solved just because the ofl prices are falling, -
1t is a faot that minor drops in prices had led o a neglect
in oil exvloring efforts. E’w*ag:em attempts at large seale
coal gasification snd ligquefaction suffered the same fate,
Lower energy demand forecasts have also slowed down the
congtruction of nuclear power plants, The jolis in the price
of oil has Lts impact on the real price of oil ikself,

7 Yorld Economy, "Survey®,
24 Septanber 1%39 Ps 32«

8 ﬁelmut Sehmidd, ne 15 Pe 30,

he Ceonomd gt (L:m:ﬁon} #



+oe €ach of the price ghocks has been
followed hf o weskening of the real

oil price t & grester extent than
foreseen 'ﬁecaase of congervation and
substitution effects. The degree o

which OPECY s long run market pover may

be eroded by full exploitation of
short-run profit maximisation opportunities
iz only novw becoming apparent as a
consequence of current esperience, 9

The Third Yorld z;atieng a.mi the Buropean countries
most of whom ere rich in coal may realize that 1f coal is
displaced they will increase their future wulnerability to
blackmall. If any povernment needs to glve more of a lead
anyvhere it is in the energy sector, Price and quantity
agreenenty could be made between oile-producing and oil-
consuning countries, stabilisation of consumer prices for
oil and related products through taxes or levies could be
arranged. Public aid for investment in alternative energy
sources and for energy saving in industrial consumer
comtries ¢ould be mobilized alongwith efforts to diversify
the non-oil developing comntries' energy sources. Once
again 1t +ill not be superfluous to quote Schmidt:

All this requives co-operation bebween ofl
producer and oil consuming countries and
co~-vparation with non-eil developing counte
ries. But one of the most important areas
of international ensrgy policy cow-operation
hag not 50 far been discovered ab all; 1

mean the question of d&s@mgmg nuclear wasie

i
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‘ariging from the peaceful use of nuclear
power to which nobody in the world has
yet found & proper salutim.. 10

The world economy is bedevilied ’ay vnemploynent
vhich remains at record postevar levels and vwill decline
very slouwly even under the most optimistic of current
recovery scenerios. ﬁnﬁaglﬁymmt in Europe aslone hasg
crossed 28 million, of which 4D per cent are below 25 years
of age. The | seriousness of the international economic
- gituation is clearly reflected by the severe labouwr market
problems everywhere, The mumber of unenmployed persoris in
Western indusirial countries has risen from 41 million in
1973 o aground 30 nillion at m'eeentg “The steady increase
in umnenployment indicates that the economle crisis iz not
Just a cyclical dowmturn ut to o great extent a structural
phenomenon,® ! As of the recovery, editor of Ihe Bex

{London) ssym "This year's recovery should come as no
surprise. If it is stronger thah most forecasters were
expectings that is becsuse the recession lasted longer and
thus left more scope o bounce backw'*‘?‘ Hovever, there is

10 Schmidd, n. 1, P I
11 Dr Christoph Von Degiten, “Experﬁ Gsainioa 3

International Banking®, ,
{How Delhi), 1 Hay 1933, P

12 ﬁxzpwt ?em;aawaa, orld Scommy Survey?,
Ine Economists {London}, 24 September 1983,




36

no single formula for eliminating wmnenployment overnight.
This must be clear from the fact that cutting wnemployment
in the recession~hit USA and UK still continues in spite
of consistent offorts.

~ The fall in unemployment at least marginally
after the recovery began since late 1982 is felt in the
Vest end the graph below shows the drop c¢learly.

eng (3% of Labowr Force)

_ 1

1974 19%0 1981 1982
Sowrce: OECD Documents quoted in The Economist
24 September 1983, Ds 6s ‘
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Foor investments also caused damage»ta»tne
beleapgured economies of Euwrope, The rates of growth
forecasts for 1983 and 1984 for different nations of Burope
do not geem to be good. Economic growth forecasts for 1983
in percentage toras is -0.5 for Frances 0.5 for MG, «0,5
for Italy, 0.25 for Belgiun snd ©.25 for Holland., 4And
figures for 1984 were slightly hopeful. They were 0.5 for
France, 1.7 for FRG, 2 for Italy, 19 for Belgium and p.25
for ﬁa;%anéviz |

. The disruptions in the frade sitructure also
caused ¢ lot of damage o the world economic balance., The
EEC, which is a major trading bloc, has been hasseled
agbout the US Government's curbs.on imports of Buropean
steel, It feels that the subsidized price of US petroleum
givﬁﬁvﬁmﬁﬁican;§radagérsvsﬂ unfair edge over thelr trange
Atlantic competitors, The EEC laments ovar the inflow of
cheap textile from the doveloping sﬂun%rkea; It 18 a fact
that under the impact of recession and dus to stiff trade
barriers springing up in Europe and sven in North America
the beom in the Third Vorld garment exporis has finally
sputtared out, In India slone the export rovenues vhich
Junped from B, 12,53 crores in 1970-71 to a sizeable £,.0650.02
crores in 1980-819 fell to K.633.58 crores in

13 "Predictions®, The Germ

1983, p. 6.

me (Bomn), 14 August
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198182, ™

from 7,286 crares in 1981 to B.249.1 crores in 1982, K

Eyen in the friangie between North americs,
Japan and the Ewropeon Community all is not too well, In
the farm sector the conflict between the US and the EC ig
getting worgse. The USA has presswed 3 aé;aan to extend its
voluntory export restraint{ ViR e*) on motor vehiéles,.f&
The EEC snd Japan have recently drawn up a list of sensitive
products. ihat rules the world trade market is the clement
of couniry risk and attempis to reduce logses to individual
nations, This makes the financing of exports more difficult
and certainly represents a broke on the exchange between
the Third Yorld and industrial mmtrias.ﬁ» in this regard a
role of caution is that -

Hith the EC zione our export revenue has slumped

we should bewvare of toking the recent
decline in the imports of developing
countries o an indication of the effect
of cmamz‘ynz'i@: svaluation, Several

1% R, J@ikﬂmar, "Export Prospects for Readymade
Garmenta® « Paper presented at the Nationad Seninar
on India's ‘I&*aﬁe Prospects in 1980s under the
Joint Colleboration of Indian Institute of Foreign
Trade, and the State Trading Cerporation of India,
on 19 Novembar 1983 at New Delhi.

15 Detalls from Rajiv ‘:"%hit*sali; *’ﬁarmmtv Exgaar ts The
" Party's Over®, in The Business yorid (B .
Gue 22 M&y 1%50

16 Japdish N, Bhagwnti, Warket Digruption, Export

Market Bimgﬁm, C&;ﬁpmathn ané GA’IT Refm'm“

mJagdlahN B‘i’tagmti, ey International
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countries are suffering from major inflationary problems
and are pursuing a deflationary policy on that account,
Thig would have resulied in a downturn of imports in any
Case, a7

. The economic growth in the COMECON countries has
glowed down especially in the last few years, Till 1985
it is expected to continue to be sluggish according to the
latest five years forecasisThe debts of these comntries
have reached £ 80 biliion, This is forcing them to reduce
the specd of thelr new borrovings and to aim at a betier
equilitrivm in their trede with the West. Therefore the
denand of the centrally-planned economies for impari:s from
the West is likely Yo remain low for the foreseesble
future,

The simple 1@&2mg figres below reveal an
importent change in the world trading system, The develop-
ing countries seem to depend less on. the advenced nations,
In fact it could also be stated that due to heavy trade
barriers the exports of manufactured goods %o the induse
trizlized countries hove fallen as geen in the table
belows

17 Chrigtoph von Dethens e 11y De 3!9:@



ho

EXPORTS OF FANUFACTURES P

Now-oil, dewtlopong Godoiid Coomiis)
Cowntiats’ . Lhare o} V. dhore g exprts b

orte bo |
‘e/lf + 804 & {6

€y %: s
7, _y j

% S| . , -
b orr"rm - 20 + . e {20
o Y
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These frends could be explained by the pure
nationslistic interests which have superseded the general
velfare principle, ‘Beggor ay nelghbowr' policy scems o
work mutuslly ond betusen most nations, Such measures or
protectionigt tendencics could be popular at home: they can
perhaps even be justified with the argunent that others are
even no less offenders. Hore once again it may be relevant
to quote lielmut Schmidt. He says: "Protectionism will not
craate Jobs. Even the hope that it @111 protect Jjobs at
rigk is 1llusory, a coumtry vhich imports less must expect
boomerang effect on 1t own exports, so jobs are lost in the
e@m‘t industries. 021 Since wenploynent is more traumatic,

protectionisn becomes move regional, sectorzl and national.
The most peinful development, of late, seens that the good
relationship between growin, trade snd oredit seems to be
entering a viclous circle, Similarly, as Sehmidt fears,
“there is a dangerous relationship between wong exchenge
rates and protectionimm®, It is severally realized that in
the current world - |

«es instrusents of nationsl sconomic
manpover, industrisl and regionsl
policies have sometimes tended to delay
rather than facillitate adaptation and
adjustment and have thus compounded tho
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effects of internationsl recession, The
extension of the Muli{li-filre Arrongements

« authorising import countries o restrict
impor¥s from individusl exporting

countriasg = highligh.ts one of the major
outstanding blens of protectionism

and, in pard mzlar, the use of safeguards, 22

'In all GATT meetings invarisbly the whole raft of
proposals vhich are placed aim to change the way developed
comiries trade with the less developed Mh’i‘es. The
EEC insists that the newly industrislised countries (NIGs)
such as Hong Kong, South Korea, and Brazil take on full GATT
obligations and dismentle their trade barricrs. It should
not be forgotlten that as many of these countries still have
a deficit in their trade dalences {and debts ever rising)®’
1% is hard to see how such a proposal will increase the
volune of exports to them. Exports have Ewrdly altered
since 19?32& as a proportion to total exports from industrial
countries, ‘ |

One does not keep awsy from objestivity in analy-
sing the extent to which protectionism goes. National

> Economigt, 13 November 1982,

23 "vorld Business®, in fhe

24 As seen in the chaordt shown earlier in supra pe 41



balmnce of payments could never be forgotten to benefit a
nelghbour, Trade is commerce and i3 duilt erimerily on
profit motive. However, it is the limit that worries the
world minds If has clways, snd severally been said that
it is the EC which led the fight against the bold proposals
fron the then Australia's Prime Minister Malcolm Fraser for
a war on tariffs and nev protectionist measuwres. It is
also noted that the EEC is the leading opponent on safe«
guards, agiculture and dispute setilement, This should be,
if not curbed at least reduced so that the Third torld
nationsz sre not stripped off on ﬁzeir righteous portion of
trade,. There howsver appears a silver lining in the dark
clouds, There are sipgns of eminent leaders realising the
need for development co-operation with the Third VWorld.

The French ‘S’r&sm&t Hitterrand answered a question on
whether i“?x*mee has the mesns of contributing to the Third

~~~~~

Yorld development, He £elt that the means were subo-
tantials

Vie have decided in favour of the recommended

ﬁ#.’? per ceont of owr gross national preﬁant.
Ve have detided in fovour of the figare of

0¢ 15 per cent for the least adwv: ‘

countrives ~ we have oven rmnmmﬂe& it.

We have declided in favowr of reforming

gcertain international instulitions.

Ve have decided ,+.o in fovour of ragxﬁa‘%i’mg

or stabilising commodily rates. 25

25 Prmais ﬁiﬁwm, “?reas Geﬁferemeﬂ Progs




The world monetary sya%an presents cause faor
anxlety., Even a degade after the collapse of the Bretten
Woods System which was based on stable exchunge rates for
all comntries, the fivcitustions between the major cwrency
blocs are more hectic ﬁxm ever before. ‘e efficiency of

“an internatlonal monetary system can be measured by the
&iﬁwia of reliasble; csloula
flows, siable prices anvd glieady grovth

exchange rates, free capital
in world trade and
production., Using this scale, the general unregulated
floating since March 1975 has not st oll fared well,
Speaking of this the former Germen Chancellor sayss
“Yalery Giscard d*Estsing, George Schulltz and I, with
others were the authors of the ﬁe&is&@ﬁs of 1973. 1f any
of us entertained longer term hopes with these decisions
these hopes have been disappolnted,?20 o |

The currently reigning monetary system is only an
ungtable w%enaﬁﬁn or W&zgemﬁ of currencies.
" Desplte the free ﬂaating; gtability conscious couniries
have been able %o escape the world-wide iﬁﬂazimary trend
only to a limited extent, but ne country has been sble to
escape the internstional economic linkage.

26 Schmidts na s Do 25&



Fortunately, within Europe the creation of the
Euwropean HMonetory System (EMS) has made 1t possible to treat
the basic economic faciors with cmsidwgble welght and o
restore greater order to exchange rateg@y As a consequence
the European trade is more robust than the world trade as
a whole. Britain vhich had not joined the EMS had to rough
it out during the recession vhile the Buropean nations had
less Brouble,

- ‘Large scale defaulters of debt have been regle-
teared. Congequently witing off of large debts as for
ingtante in the case of Brazil and Mexico, affects the
capltal narket of the worid. 'Birt as laxi-g ag the banks =«
xamam@mm and Hultinational « are prepared o
regchedule the debt, 1if the borrowers have trouble in
paying, this is unlikely to happen,

50 far, the IMF and the BIS have warded off arisis
sometimes smoothly and some other times not so. The LHF
will however continue to play z key role as the only body
vhich czn impose economic policy conditions on its members
when meking losns., In the 1970s even induntrial countries

27 Gerald M, Meler, Problems of o Wordd Fonstary Order
(Hew York: Oxford University Press, 1982)s ps 122,

28 International in the sense of INF, ADB, IERD ete.



such gs Britain ond Itgly had to put up with conditions such
as monetary controls, export snd foreign exchange regulations
imposcd by the IMF, Such conditionalities alone can ensure
that countries with balance of payment difficulties will

also gset things right., The INF should however be cautious
and frame a set of reslistic conditions, From the debtor
.countries' side there is a need for greater efforts: many

_ ambitious or even major projects will have to be trimmed.
Importantly they should ensure domestic food supplies, cud
corruption and cut dovmn population growth,

- 1t must be reiterated that aredit areates trade,
trade secwres credit; major developlag cﬁmﬁ*ies‘ balance of
paynents problens cannot be cured if the advanced nations
shut their markets to others,

it is interesting to note that within Ewrope
itself there was a division even during the warst period
of recession., The French Frane was devalued by 8 per cent
against the German Mark and by 2.5 per cent against the
" Buropesn Currency Unit (ECU) in 1981, The German Mark
went up by 5.5 per cent, It is to be noted that the D,
mark has been revalued over 26 per cent agsingt the
French Franc since Cctober 1981, HNabions like the
Netherlands, Denmerk, Belgium and Luxembourg chose to
follow the German path by keeping their raespeéﬁve
'mmeies at par with D, mork. Ifaly and Irelsnd choge
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to go along with the French and devalued their currencies
accordingly. | |

The Yeat German indugtrialists had not ‘r‘aajéﬁta&
favourazbly to the revaluation of the Deutsche Mark. Thelr
exports both within Europe and to the rest of the world are
affected and they will have to face stiff competition from
the French competitors even in the domestic market. "But
_then, agreeing to this revaluation was probably the only way
to maintain the DMSt if France decided to pull out and
reverted to tariff barriers to solve its belanceeof-irade
provlans a Iresh wave of protectionism could Mtan E\wcpie‘

with even worse consequences f£or the German economy. a29

A elose look st the French sconomy shows that
purely expansionary nationsl @aswzs are not sufficient if
they are not supported by corresponding actions by other
countries, Inflation in France has continued above the
OECD aversage of 8 per cent since 1971, France gamg ta- have
been continuously on the upper imls rmghxg from 8.5 to
9.5 per cmt.m After Italy, vhich is in 15.5 per cent
level, France raniks the tﬁghast. Britain wvhich suffered in
1970z has conditioned its &c;my gince early @Gs. The

29 %wa;;e : The Monetory System Survives“ Economic
Sgene (Bombay), 1 Hay 1983, p. 47. '

30 OBCD Documents, ®orld Economy Survey®,
24 September 1983,
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grogs fixed investments in terms of volume has fallen to
ninus 2 per cent level in 1982 from plus 2 per cent level
in 1979. It was felt that a cautious monetary policy and
an income policy are essential to strengthen international
confidence in the French ecconomy itself and more so in the
French Franc. If the other concerned nations are to help
it by coeordinated action it is necesgary for the French

- Governnment to resist its protectioniat inclinations,

In Viest Germany the prospécts of recovery have
improved remarkably since nid 1982, Inflation rate is now
only 3,1 per mﬁsﬂ' 1% is possible novw to attend %o
measures vhich can stimulate investnent, growth and
arployment,

 Italy's problem is on a different level and is
also of a different natuwre. Its serious economic problems
cannot be solved without a further gradual reduction of the
automatic wage adjustment, In fact, Ifaly will benefit
from a world-wide upswving only 1i£ its monetory @u‘licy
becomes more rigid and ite huge budget deficits get reduced,
Inflation too is reigning high at 15.5 per cent and ever
since 1960s it has been only moving up.

Inflation rate in Britain is only slightly higher

than & per cent. The double digit inflation (at 12,3 per

3% OECD Documents, ibid.
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cent) of the 19705 has been pulled down drastically to
around & per cent level. The shortetern nomingl interest
rate fluctuations have also been levelled out so that in the
first quarter of 1983 it maintained around 9.5 par cont to
10,2 per cent. Unemployment seems the only serious and
chronic problem of the British economy ever sinece the high
level of 1932, o | '

Andre Fontaine, former Chief Editor of Lg lMonde,

made the following observation:
1f you eontanplate the present situation
in the Third Vorld vhere the people need
almogt everything ~ and owr sltaation
vhich 1g characterised by over«-production
- the angwer seens obvicuss Ve have ™
invest in the South to create purchasing
power, 32

It is not a nevy ldea that E@tam& geena 0 have come out with.
The British industry's expansion in the 19th century and even
esrlicr was necessitated by the boom that come cbout in the
name of the industrisl revolution. However, now the aware-
ness of a need for global development pﬁlicy is obvious,’

This view of Andre Fontalne is only an echo of a
pervasive realisation. The EC ig *s,mé—y eapger to otep up
relations with the &welagmg comtries, It has realized
that a developing country by exporting geins in purchasing

b 24 -flfﬂz&"'e Fontaine, quotad in Ihe Economist
1983
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pover and this gets converted into orders for pgoods, aquip—
ments and services from the industriglized couniries
themselves, |
" The Brendt Commission Report first published in
119807 ag a programme for survival was remarkable in its
grofiocative analysis, which led to intense debate both in
the North and South on the current division of the world
and the ensuing chavs. The First Repord affirmatively
stateds ©All countries must be able to participate fully
in the world economy in a way vhich asglsts genuine devclop~
ment, Thig will come sbout in the long m only in an
coonomic environment which enables all developing couniries
to achieve selfﬁmstalnmg grovih. 34

There can be no uniform remedy for all the
problems of the South. For the developing countries it is
important to keep the markets of the developed world and
thelr coredit lines open than to increase development ald.
*The leagt developed countries are undoubtedly the vorst
hit by the world recession, Their most urgent need iz far
an increase in officisl development aid," 2

It is noteworthy that Schmidt advocates to all

33 Brandt Commission Report, n. 2, pe 274
34 1Ibid, |
35 Sclmidt, B. 1y Ds 3%
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developed nations % direct tholr foreign policy interests

tzin economlie and soeial stabllity in the developing
countries. In faet, cpprecisbly he says: a4t wowld be fatal
1f a rising number of Western countries were to Jjudge
devcelopment ald only in terms of the esstewest conflict,
Ideologicsl oriteria are no help in the North-South conflict, "0
Even the Americon Scoretery of State George Schultz felt
that "the developing countries -mamse%ves- do hold some of
the keys, ut the present world ectmomic sttuation will umdo
even thelr best efforts, They need help,”

Considering the wide fluctuations in the prices

of commodities attenpts to stabilize them would gasae a grave
problem, It would be better %o stebilize a developing
country’ s export earnings instead. The EEC has set a
precedent in arranging the Stobex since %?&37 The
developing countries are chiefly raw materials exporters.
Taey cannot afford a decline in raw material prices,

To ensure z sugtainable wrld recovery and resgolve
the global problems of debt, protection =nd urrency
managenents there is a need for the maaér industriaslized
countries to work in co-ordination. In late 1982, the
Institute for International Economics in Vashington,
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published s statenent by many leading economists from different
aﬁmﬁ'iesﬁg This proposed three central theories: {a) The
adoption of new expansionary measures by five of the major
countries of vhich 4w are BEC members end some of the

smaller nations in g poslition 1o do so in the light of

ﬁieir‘ sherp reduttions in inflation end viable external
positions; (b) tailoring of these measwres to minimise the
risk of rekindling inflationary concerns, and (¢} inters
national co-ordination among the national causes both in

their thurst and in policy compositions.=>

Host importantly steps should be taken %o reduce
interest rates by the major industrialized nations, The
real in%er:estz rates must get in line with scanomic regquire-
ments, The two maln reasons for this increase in interest
rates aret fear of inflstion and a connected concern sbout
the state of public finances,

© Bergsten zmd Klein, leading economists, have
argued that the linchpin of this entire effort is co-
ordination smong major industrialized nations. They say:

38 As quoted in Fred Bergoten and Lawrence Klein,
"The Heed for a Global Strategy”, Jhe FPoono '
23 April 1%3; Ba 25

39 Ibids! -
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recent higtory suggests that no country
is now able to expand alone in a stagnant
world economy ¢ even the USA was unable
o do so in 197?»78, let 2lone France in
1981 or Mexico in 1982. History also
suggests that coordination could help avoid
excessive policy responses like the infla~
tionary blow-off of the early 1970s and the
' nt / recession, The wait for the
autonomous market forces %o promate lasting
expansion hazs been shown to be extremely
risky =~ witness the dashed hopes in many
gwigées in 1978 and virtually everyvhere
Hally:

Efforts cannot be only from the inter-governmental
mies. They would not only constitute o mere drop in the
ocean but also lack the desired effectiveness, Gurnar
Hyrdal rightly said: “There is undoubtedly in the
activity of owr inﬁerwgwa'mental organizations a builte
in tendency for n false and damaging internationalism, It
becomes an excuge for ﬁaﬁeﬁal non-action, ni?

The immediate need is for a well co-ordinated
recovary, Natlong should ease their international economic
policy in view of s lasting recovery, Uithout a long
recovery end sustainable economies only a finanecisgl peril
wvill result, Different approaches towards the selutz.on
are suggesteé by various expert groupings - the Brandt

L0 Ibid. s Do 26,

@?ﬁ ?w miw
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Commission Report, the Group of 77, :md the non-aligned.
The advanced Vest could derive from them points acceptable
to them and may hasten to toke steps to reactivize the
Horth-South dialogus,

e



CHAPTIR 11X

INDIA*S SCIENTIFIC AND INDUSTRIAL POTENTIAL

The key to national preosperity aport from the
spirit of the peOple lies in the modern age,
in the éffective combination of the three
factors - technology, raw materizls and
capital « of vhich the first is perhaps the
most ilmportant since the creation and
adoption of new scientific techmiques can
in fact make up for a deficiency in natural
resources and reduce the demands on capital,
But technology can only grow out of the
study of science and 1%s application, 1

in the contemporory world there is an intensive
cultivation of sclence on an expanding scale and am
incréasmg application of the same $0 meet a country's
requirenents, | Oving to the incressing complexities of
modern life, it has become Imperative for any social system
to have an intensive cultlvation of science and also its
improved application so as to meet the growing needs of
human existence., HNow, for more than a hundred years, it
seens that the VWest grasped this fundamentel pre-reguisite,
snd put in 211 endeavours to master the natirasl recsources
and harness then to provide civic amenities to their
populace without any discrimination, As z result, there has

1 Vikraon 3arabhal, Sclence Policy gnd National Develoomen
Kamgla Chowdlhwry, ed. v Delhis Facmillan, 19
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not only been 2 materisl change in human anvironment but
there have alse come about new and efficlent tﬁals of thought,
yislding place to a new value, system, characterized as
*industrisl’ very much different from the preceding

¥ feudalt, )

The resulting assurance that vith these developw
ments there could be a quick diffusion of material and social
amenities and services to every member of the comunity -
conatituted the essence of the concept of Ywelfare étatew' .
The progress towards the practical realization of the wglw
fore state differs widely from country to country in direct
relation to the extent of industrialization and the effect
and resources applied in pursult of science, India's
encormous materisl resocurces and manpower could become assets
only with technological advencement and vith the effective
combination and selentific utilization of the four factors
(not only tiwree as mentioned by India's distinguished
scientisb, Vikram 3srabhai) -- labour, raw materials,
capital and technology.

' an early ond large scale development of science
and technology in the country would reduce the draw on
caplidl durlag the erucisl stages of indusirialization, It
hardly needs to be emphagized that outlay on science and
technology ig necessarys %Science and tecimology can nake
up for deficiencies in raw materials by providing substitutes



or indeed by providing skills which can be exported in return
for rav moterials,"? But this is possible only in the case
of develoved societies, In the case of LDCs perhaps the
formila of beg and borrdw is appliceble, Then this is

not encugh for large scale industrislization if the teorns

of transfer of scientific and technological know-how are

not sottled to the convenience of the needy third world
comtries, .
| Historically, nations hod been exposed to the -
benefits of science and other related developments at
differing periods of time, This mainly accounts for the
vide differences in the development of sclences in various
parts of the world., India unfortunately has not derived
the benefits of timely exposuwre to the developments in
science, Its status for the past few centuries had not
afforded it the iuxm‘y of either indigeneously progressing
. in the field of science or imperting it varisusly. There
were individual piece-meal efforts to keep abreast of the
developnents which e mede ingignificant due to the
vastness of the development thwa itself, Once vhen its
status chenged the natlon realised the necessity of
entering into the ficld of science not for its own sake,
but ¢to dbenefit in the diversified flelds of national life
which are S0 necessary even for the mere extstence of the

2 Ivid,
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nation, But tmm the gap betueen the advanced and backward
nations had b&eﬁ widened a0 much that there seemed to be no
possibility of bridging it, notwithstanding the most vigorous
steps taken in this direction, ,

Prior to India's independence in 1947, foreign
companies prospered due to the gnvermt_ prt;‘tec‘;tim given
'te then and to their subgidiary operations within India,
"Thess enterprises trought thelr management practices with
them and treined a number of local persomnel.®” The Indian
enterprises had the mensging sgency system snd this enobled
only the family of the owners ¢ wield »cenu‘@l over the
operations. This also did not enshle new entreprencurial
teechniques to filter in, H,T, Parekh, an expert in monage-
ment éeaﬁamcs@ observes that it was the faz;eigz companies
and their operations in India (pre-independence) whrich
heralded the other clasges - ﬁxé non-capital owning classes -
into the field of management, This @hms:mmm was a
blessing in disguise., India after independence had a vast
' orofessional base' although it lacked the capital and
techniology reguired to face the advanced world, This
feature 1s claborated later in this Chapter. In 1918,
of the total foreign investments, four-fifths were British
and the Apericsn investment was no more then &4 per cent,

i

3 H,T, Pordh, Hangrement of Indugi
(Bombay: Vora, 19;
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ranking a poor second, |

Another distinguished Indian economic expert, A.

Rahman, makes an interesting observation:

After independence India deliberately set
hergelf the tagk of transforming the eco-
nomic structure through a process of planning
which was seen as. the only way by which the

country would be put on the road to self-

sustaining growth after centuries of stag-
nation. The new government took an active
part in encouraging research in the univer-
sities and in establishing a chain of research
laboratories. The significance attached to
scientific research in Independent India can
be judged from the creation of a Ministry of
Scientific Research and Natural Resources
directly under the Prime Minister,

However, in spite of all this, 1%t was not until 1958 that

the government adopted a Scientific Policy Resolution,

This indicated its concern with the development of science

as a means of raising the standard of living, Its .‘aim.s

were clearly stated.s They weres

(1) To foster, promote, and. sus‘tam by appropriate means,

(2)

the cultivation of sc;ence and sclentz.flc research in
all its aspects - pure, applied and eﬁucational.

To ensure an adequate supply within the country, of
research scxentists of the highest quality and o

4

Rahman, Science
(Delhi’ Natinnal,

5 Vikram Sarabhai, n. 1; p. 8¢
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recognize their work as an important component of the
strength of the nation.

{3) To encourage and initiate with 21l possible speed,
programmes for the fraining of scientific personnel
on a scale adequate to fulfil the country's needs in
science and education, asgriculture and industry and
defence.

(4) To ensure that the creative talent of men and women is
encouraged and finds full scope in scientific
activity. |

{5) To encourapge individual initlative for the acquisition
of and digsemination of knovledge and for the discovery
of new knowledge in an atmogphere of academic freedom; and

(8) in general to secure for the people of the country all
the benefits that con accrue from the acquisition end
application of scientific knovledge, |

The Government of Indla did well in having enuncie-
ted clearly its policy on science and tecimology or else as
1t 1 understood there cowld have been haphazard import of
technology., A comprehensive saiﬁmé and techmology policy
for a developing country like | India bears significance
"because growth strotegy implies proper utilization of
imported and indigenous, scientific and technological
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resout'¢eg in different ﬁ&g‘eﬁs%é

India for several decades has been researching in
geophysics, solsr physics ete, Sclentists on their own for
decades have also been widely working on meteorology,
geo-mapgnetism, biospheric physics, cosmic radiation, solar
optical and radle aswronomy aend in theoretical astro-
physics. There, however, has been no co-ordination or even
of recognition of the developments, Rahman critieally points
out that "the Indian sclentists...were not a cohesive group
working for well defined socisl and cultural geals but
within the fromewerk of buresucracy for limited and perszonal
gaing,"! It is however understood that many of the
geientists and m%malagigts did pltoneering work in their
respective fields but due 0 the absence of a centrally
organized regulating body (which could recognize their
importance) it went unnoticed, ;

Even though India’s soeizl systen has been changing
steadily during the past more than three decedes it is well
known that more than 70 per cent of our population lives in
rural sreas - where even communication facilities are not
properly provided. In the first few years of independent
Indie there was a need felt to co-ordinate progressing

6 V.P, Chitale, Foreim Tech
ESRF, 1973)s Pe 1

7 Rahman», s i’;’ Pe 124

ia {Hew Delhi:
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scientific knovledge and the nation's livelihood. As Vikram
Sarabhai, India’s renovwed scientist, observeds

1% became guite obvious that we could
succeed in executing such a programe
only when the necessary social chonge
occurred to permit an inter-disciplinary
group of specislists and innovators to
work  completely for a well defined common
objective, 8

It is a fact that seientific pursults form the
easence of modern life however pe;?iphwal they might be to
begin with. Heaning the same B.G, Verghese, a journalist
of c¢lass, said: %1t is in the scientific endeavowrsg that
a comtry will find the knowledge that will nske and sustain
the técmalagiéal revolution on vhich its security and
grosperity ultinately depends."?

India made a bold experience in setting up national
laboratories soon after 1947. The main objective in setting
up these laborstories was to imgrmfe the geientific base of
the economy and t© find 2 local solution €06 local groblems.
The lzboratories were thus expetted to provide an indigenous

research basis for owr cconomic growth:

These initisl hopes have not been satisface
forily fulfilled, - This is begause the Indian
industry had sought the easier course of
resorting to foreign collaboration for its
growth, To an extent thig has contributed

8 Vikrem Sorebhai, B, 13 De 5%

9 B.G,
Pe 22‘86

rroy (Bombay, 1965),
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to the rapid growth of ﬁm eccnmy that
haa ‘baen achigveé auring * the st tuenty

However, the setting up of the Atomic Energy Commission,
Indian Council for Agricultural Research, Indian Council
for HMedicsl Research, Defence Resesrch Development Organi-
gation, etc. by the Government of India, was to confirm
its bellef in the role of -science and techology, The
*Battelle Memorial Report' stated: “There is evidence that
the schone of national lsboratories was opposed from the
very outset by the private sector in the coumbtry as an
example of gevernment's bm*eazcratic expana:.m."“ But it
was also felt that "the industrial research laboratories
appeared to have been egtablished a2t a time when there was
noe gmumé or precisc demand for them, Facilities and funds |
_ were granted but neither the givers nor the receivers knew
what to do with them®, % |

VWith the economic *planning' for development in
1951 come a new eras In@us@'ies grew with greater confi-
dence and moral support, There was a greater diversification
of owr industries. The cmm*&‘y‘ s planmersanlysing the
varied importance of different types anﬁ natare of industries

10 H.T, Parekh, n. 3. Emphasis owrs. "First twenty
years® in the originsl, p. 68, __

11 Chitﬁl@; n, 65 pe 83

12 Ibids
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decided on their ownership patterns oo, This 1s best
reflected in Jawaharlal Nehru's own wordst "I am not
agzingt nedlum size or Big industry., As I see them a1l
baglc industries should be state owned completely while the
medium and gmall industrieg should be ﬁwma‘bively
owned. 013

There has been an investment of &.3,000 crores in
privete sector industry éw:mg the first 20 years (195%71)
as against only one-fifth of the amount during the earlier
hundred years, Although historical reasons kept away
enterprising industrislists and capitallists from investing
during the British rajs it connot be denled that the
Government policies in fact encowraged private enterprise
while gimul taneously fostering public sector. In 1551,
India had z very narrov bage of a fev sinmple industriesg we
cotton and jJute textil&s; cement, sugar, two steel plants
and small engineering indusiry based on them. But by 1971,
India had set up several industries - from general engineering
to chemiesls, from pefro-chemicsls to eleoctronics - thoupgh
not in sufficient quaniliy and of an scceeptable standard in
quality and cost. | |

In fact this diversification snd expansion of the
country' s indusiriasl production has been ¢lalmed as a major
achievenent of the Indizn plenning, State control was

13 Jawaharlal Nebru, Jdawsharlal Hehruls Speeches
{New Delhiz: Goversment of ) ziﬁia, 1" 'y Do



inevitable in most stages of owr industrial activities.
Evidently foreign interegts were not pruned very systemati-~
cally., From four«-fifths in 1948, the British stake came
down to less than two-thirds in 1961. The USA's investment,
which was less then & per cent in 1948, hod risen to 14 per
cent in 1961, Foreign collaborstion agreements whether
reélating to technical collaboration on capitsal particlpation
had to pass through the government mechenism, “Foreign
collaboration has completely not been kept off slthough it
was imported with caaﬁm;“% 0f the 3,215 agreements whi_cn
were approved between 1957 snd 1970, B6Z were with the K,
596 were with the USA, 502 with the FRG and 288 with
Japan,. B

In India today the public sector grows at a rapld
pace., Investment in the public sector has been quite large
and purely in terms of finanelal results, noi very grofitable,.
Thiz is also because the public sector hes undertaken large
mwlti-purpose {utility oriented) infra-structursl industries
and projects vhich have a long gestation period, However,
the incfficienty snd callousness in the public sector are
undenisble.

The main role of plamning and the recent concern
over monopolistic trends in the economy is to re-inforce |

W4 Verghese, n. 9, p. 249.
15  Statistics from Pareih, n. 3,
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this world-wide trend, i.e. there is a tendency towards
inareasing state intervention in economic spheres to maine
tain s balance of econonmic power éﬁ’n&ﬁ&’m The Indion
tax structhure is one weapon in thig ragam. altﬁmugh its
effectiveness is often questioned, However persmal
savings are not sufficient $o ensure control of an indug-
trial enterprise, This is =0 because the scale of
investment has also become large that it cammot be financed
out of one or a fov individusls' savings, Even the 50
called small industries like elecitronics have such a high
grovwth rate that they have to be financed beyond a point
by public savﬁmgﬁ. In fact, it became clemr in the early
seventies that the existing knowshow had been fully
utilized in their respeciive fiolds by the private sector,
They wwe being stifled much in the name of indigenous
growth vhich hampered them from collsaborating or linking
with indusiries am‘ﬁad..* Had this been done, with obvious
zaargmal rather essential limitstions there may not have
been gtagnation and drop in industrial grovih in the late
sevenities,

Indigenous growkh could have been more effective |
had the sclentific research {(vhich was rightly sterted with
planning) been kept up, Due to lack of effective guidance

% To be refarred to later én infra p. 71



68

and supply of necesséﬂ:'y equipment facilities much was not
charned out of it. Even the scientific résaar:»zh division to
the Planning Commission which was set up to integrate
sclentific and development plans did not do much positive
works It was a head cut off from the entire sphere of
scientific body vhere activity - however small may it be, was
going on., Utmost it co~ordinated research schemes for CSIR
and its allies, 16 In 1963 the Commission on Seience and
Technology was formed. This replaced the Scientific Advisory
Committee to the Cebinet which worked on gd hog basis 111
then, A high gaowéd bﬂﬁy - National Committee on Science
and Technology (NCST) = was established in 1972 for preparing
a comprehengive science and technology glém for the country.
It wag in mideseventies that a new Hinistry ef Sclence and
Technology was created at the Centre, Notwithstanding these
developments, the nationgl sclence policy was not quite wsll
defined, The Nationazl Compittee on Science and Technology

" described the situation: YThere has been no explicit policy
on the level of even (gic)} the allocation of funds for
scientific and technological activity well over 80 per cent
.0f which is funded from the central emﬁhequwﬁﬂ

16 Rahman, n. 4, p. i
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As a result of this the Parliament decided that the
overall funding of scientific research shall be decided more
by the abesbrptwe cézaaeity of the agencies and institutions
 concerned than by -emasida'a‘%ians of the economic or social
importance of the .ﬁel&s.

After intermittent wide ranging institutionsal
changes had been mede, overall picture secmed to be somevhat
promising, The Central Fuel Research Institute together
with the Bational Metallurgical Laheraﬁery haﬁ been drawmn in
as pariners in planning on steel. "They have worked to well
defined objectives and time schedules and have acquitied
themselves well," © ' These were the words of a team hea&@&
by B.G, Verghese who inspects
such activities.

d the fungtioning of several

Scientific resweh had been now ergmised well
under and at several 1eve3.s by seriocusly mativam organiza«
tions such as the CSIR with its chain of 30 nation 1abaratar-1e8.-
the Atomic Energy Esteblishment (AEE), the Indian Council
for Agricultural Research (CIM), the Indian Council for
Hedical Research, and Defence Research Directorate (DRDO),

Defence science had witnessed rapid expansion,
Production ¢f portable mountain pguns, senle-gutomatic rifles,

B Verghese, n., 9, pp. 248-52,
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anti-tank gms, rocket launchers and propellants has been
srogressing satisfactorily. Besides, the production of
indigenous pords of imporied machinery and even replacement
of the some with better equipped ones, has not only reduced
our budget é‘eﬁﬁms but alse enhanced our national image.

The firet two &m&ﬁe& sow @i ungteady growth of
scizm:e and technology due to wm.a perspectives vhile
similtaneously there came about a self-propelied growth of
_ industries. Having clinically exemined our Indiozn economy

Jagdish Bhageath] and Padma Desal desaribed the Indien case
thuss

India compares favoursbly with most other
developing countries, Admittedly 4% had

the good fortume of inheriting an efficient
eivil service from the British, a higtorically
evolved entreprencurial class snd industrial
structure and a falyr supply of educated
cittzens: all of vhich factors placed India
at a special advantage compared to meny other
developing comniries especially in Africa. 19

They also estimzte the Indian parforomante keeping in nind the
various peculizr hurdles that owr country faces.

Its vast size vith attendant fedérsd
structure has isipoged inefficiencles
resuiting from centre-state and infore

state relations. (2) Economie officiency
hags been tempered with due to Governments®
focus on political questions relating o
concentration of political power i.e, conidi-
uting to the deliborate expansion of public
and industrial licencing, (3) The size of

19 Jasdish Bmm and Padna Desai (ed) ndia,
opning for Industrialization (Pariss ohopeehas,




the country, meazhing that even considerable

sumg of foreign ald India has recelved have
nonetheless amounted o a significantly

lower proportion of her (NP than in the

case of several others. (Asiwsn, Israel ete.) 20

About private foreign investment, they opined

Even though the Indian Government's policy
wag not entirely an open door variety it
is impessible to conceive of private foreign
investment entering the economy at anywhere
close to the garcentage of GNP level it has
been in some of the Ystar' developing counte
ries - South Koreas Tolwan and 1srgel, How-
- ever India's economic performance has been
fairly impressive indeed, 21 #

In the past three decades, India's achievements
in the scientific and technologlcal fields have been note-
worthy,. Under planmed development a total investment of
e 113,000 crores (US £ 113 billion) was undertaken -
R 785000 crores in the public sector and &.35,000 ¢rores in
the private sector. Even the overall growth rate vhich
averaged a modest 3.6 per cent per annum has been eroded
substantially by a 2.1 per cent growth per year in populetion,
Development in agricalture was less than 3 per cent, while
that of industry was only about 6 per cent,

The public sector was set up not at the cost of
the private sector but to co-exist and strengthen the nation.

20 Zbid‘ s DD M

# Also to reiterate the point made on supra p. 67,
about the same fact,
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The Avadi Seszion of the Indisn Nationel Congress held in
1955 contributed politicsl support snd recognized the need
for their co-existence in the light of the socialistic pattern
they vere aiming to buila,?? |

They {the Congress) acknowledged private rights
vut felt that there shouwld be no such thing as the private
right coming in the way ¢f a public right or soeldl reforms.
Hehry reagmed that the public sector maey become slack if
there was no private sector %o compete with {although) in
any case all this would teke ﬁma",;a} At the end of the
First Plan Jawsharlal Nelyu salds

I 4o not say we have a very firm agrarian
. base but it is falrly satisfactory now.es.
Ye shall meke it stronger in the cowrse of
the next few years. The time has come to
lay a greater siress on heavy industries, 24

The ‘Ste.ermg Commitiee to the Avaﬁi Congress explained

the aim was at initlating and operating large
geale schemes providing services such as power,
ransport ete. having overall control of
. certaln f resources, soclal purposes and
trends and checking ond preventing évils of
snarchic indugtriasl development by maintenance
of gtrategic controls, 25

23 Ibidy, ps 9%
24 Tawaharlal Hehru®, The Hindu (Madras), 3 Jenuary 1955.

25 The Steering Committee, MAvadi Congress®, Thg Hindu,

18 January 1955.
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The Indian m@us&y gained (both in public and in
private sectors) a great boost in its image after the Avadl
Session, It subsequently experienced a great deal of
modernization and support, Its productiviiy increased
manifold. PDuring the Second and the Third Plens industrial
growth averaged 8 t0 9 per cent annually end in the organized
sector zlone an additional 1% miilion jobs were mfea‘i&ed;ﬁ‘zé

But since the Third Flan period to-date the average
grewth .-’x"ate in industry was around & per cemt, éb@ut half of
what was achioved in the ag?lier decades Not only did the
iniematmnai epidemic of inflation, oil crisis, and
uncertainty hit India but also the peculiar Indian recurring
sickness of fanlnes and floods. Employment and income
growth slackened and intensifled government conirol killed
the dynamism of the private sector. The two major sectors
sta?t&} looking at each other aé aubstitutes for getting
the spirit vith vhich they were set up,.

The slugglstmess of the aritical industries in the
public gector - p&*tim;ariy the energy sub=-sectar - like
coal and electricity adversely affected the other sectors
vhich depended on their inputs, This slowed down the
national -ecmamié growth itself, Recovery was seen but not

26 H.S. Singhania, JTpday and Tomorroyu {MNew Delhi:
Nehru Hougey 1980) ¢ Pe W
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7idely. In 1980, vhile writing his memoirs the former

aairmen of F:imi y A3, Binghonia observed:
Today our national income excecds %;78,609
arores (US § 78 billion), we have relative
gtabiiity in food front....Ve are long past
the stage vhen vwe were major importers of
foodgraeing., Owr gross industrial oubput is
nearly 5, 40,000 crores and our exports
%,6,000 crores. Yet, for all these massive’
figares our per capita income is only $125,
less than a fourth of many other developing
comtries like Brazi.l, Hong Kong or Singepore, 27

These flgures especially the one relating $o ouwr per ¢apita
income does not tally with the cne given in a few other
texts., Referring to the U3 Forsim Policy and the Third
orld (ed) by Jobn Hansen mnd gm‘m.i,zhed by the ﬁverseas
Development Council of the US it is seen that Indla's per
caplta income is $240, very much higher than $125 and
correspondingly the income per capita in jSouth Korea is
81,520, in Taiwan $2,160, and in Brasil s;z,ass.ﬁ One fact

is clear from both the sources l.e, .}i-ndia's income per capita
is 5%:1;11 very low and in comparison to South Korea, Taiwan
and Brazil it is poor ond efforts ore needed 0 ralse it
This, sccording to the former Chairman of FICCI, could
possibly be done Lf in the present decade we try to double
the overall snnusl growth rate which has been limping at

3.7 per cont in the last 30 years.

27 Singhsmia, ibid.

2& Jafm g@;’is@ﬁ; ) . . " Y
{ washington: %erseas ?Jevelsgsment Ccuncil, 19827,
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Industry must spearhead this sdvancement and speed
up well over a & per cent smhual growth. If we keep in nind
our Indian social and economic conditions, it scems possible
enly with consolidated efforts. ,

It connot be denled that there are industries such
as engineering, construction and eleciricsl, which have made
tangible progress, Ve have achieved near sclf-gufficiency
in many consumer goods and in some basic capital goods,
notably steel snd cement, There has been sipnificant growth
in the fertilizer industry as well as in the energy resources.
The main g'ie?ame in the goal sector is not the proéuctm
but the inefficiency of distribution., Huge piles of coal
remain uncleared for distribution at the pit heads.

However en efficient coviplex of refineries, ploelines have
been created and the mation has moved into the petrom
chemical age. The telecommunmication system has been extens
sively linked with many psrts of the world,

- India has also made an advance in nuclear science
and hag become a menber of the world nuclear ¢lub by the-
Ypeaceful implosion’ in 1974 of a nuclear device. Earth
satellites and rockets capsble of sending sateliites into
the orbit have been manufactured. India has also collsborated
with the United States of Anericay Fronce, the UK and the
USSR in the field of space sciense, In the 3izth Plem it
is stateds
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- During the last decade substantial progress
has been made in estzblishing s firm indi-
genous base for the development of space
science and technology. HMore than a thousand
rockets have been launched from Thumba and
Sriharikota ranges for scientific, technolo-
glecal and meteorclogical studies, The
technoldgy for development and fabrication
of satellite launchers, complete with solid
propellants, rociket motor propulsion system,
control and inertial systems and electronics
have been successfully established,; The
successiul launching of Ayrabhatta =nd
Bhaskara (1979) have been marked. 29

A milestone in the development of space sclence and technology
in our couniry was the launching of SLV-3 first satellite
launch vehicle in August 1980, Further, the launch of APFLE
(the term of vhich ended in the second weeck of September 1983)
and SEQ II are romarksble.

The latest and a ploneer even from the advanced
nations! paintﬂ of view is our INSTAB-1B which wags launched
from NASA in the first weelt of September 1983, It commences
its operations from 15 October 1983. The AIR, Post and
Telegraphs, "Doordarsham® ond meteorclogicsl departament may
benefit by this, Tois latest sstellite is multi-purpose -

a three in one model = weighing 1,193 kgs and attaining a
height of about 36,000 kas from the earth, 9INSAT-1A which
failed initislly was brought back to normal, thonks to the
efforts of space scientists at ﬁie master control facility

29 Quoted by
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at Hassan, " 0

The provision of a brozd based communication system
for reaching half-sz-nillion villages of India through tele~
vigion was made possible through INSAT and it was found that
the invesiment required for using satellites would vb@e only
about a third of what would be required with conventional
technologies. "The UNESCO study group on SITE (Satellite
Ingtruction Television Experiment) had endorsed the unique
céntrmmtisn vhich thm new technology can make to developing
nations and identified India a particulariy appromrizte area
for early implementatiamﬁ% : ‘

The Fifth and the Sixth Plans accord high priority
to industrial development, The latagt offered 15.4 per cent
of the total outlay to industry and minerals of the totsl
expenditure of k. 15,017.57 crores envisaged in this sector,
Village end small industry was assigned K. 178045 crores,
i.e. 11.85 per cent, while the balance 88, 15 per cent is
shared by the large and medium industries. The shere of the
small industry is thus mercly 1.8 per cent in the total
outlay,.

It is here that a wmique characteristic of our
Indian industry is to be elaborated wpon. The small

30 Ihe Times of India (New Delhi), 20 September 1983,
34 Vikram Sarabhals n. 1y De 36,



-

industries in India due to their low capital requirement
and agro~base are meﬁtly situated in the rwal and semi-
urban areas. They account for 40 per cent of the tetal
industrial preduction, In these areézs,» in fact, only in the
rural avrea nearly 74 per cent of owr popullation lives, It is
an axiom in the theory of development that when a country
develops there is alwaa?s divergification in the occupaticnal
pattern that more and more people leave agriculture and go
to industries, "But in India for the lagt 70 yeors about 72
to 74 per cent of the workforce has continued in agrie
wl'mre@"‘jz

Owing to the agrarien base of Indian economy as
well as the other social and geogravhical conditions, eminent
leaders like Hahatma Gandhi bellieved in establishing more
labour intensive small-scale industries, Small secale
. industries in India have generally been considered as the
ideal form of industry, It has been an intepral and continuing
form or olement of both the economic structure and of the
scheme of national planning in India, Small scole industries
have also been diversified i.e. they are no more traditional
except in artifacts, terrscotta and special textile
designing, etc, It has been found that they are the suppliers
of necessary intermediary materials, The role of middlenen

32 “Puble Undertskings", Digest of News gnd
{New Delhi), vol, 20, nb. 7y July 1983,




has had less prominence in the recently developed small
industries, The state has therefore to play a more prominent
role in their development. |

The small scale industries have more advantoges
too, There is a groving denend in the' rural areas for repair
and service famiitieé for agricultural machinery and other
appliances. This has offered considerable scops for emall
workshops and technically trained personnel, Ewtha' reason
for developing small industries is that they can be 2 good
source of mobilizing local capital and skills which cotherwise
remain inadequately mobilized. They can help in meeting
significant part of the increased demand for the consumer
goods and simple producer goods forming a vital link between
agriculture aﬁé large scale industry. This may provide
increased employment within the local conditions end help in
an equitable distribution of the national income, An eminent
administrator, P.C. Alaméer; witing a book on Indusgtrial

3.an. tIndig gives an elaborate study of the same and
feels for the development of small industries, for 211 +the
reasons mentioned above, Eugene Staley of the Stanford
Research Institute in his '"Forewvord' to this book states:
Inﬁié has by far the most comprehensive and
adveneed snall industry development programme
of zny of the newly developed countries,

India's program has already bectme a model
for others., Further the Industrial Egtate
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has become an important tool of development
and India has made more use of this tool
than any other nevwly developing country, 33

The sixth Plan accords the highest priority to
energy ﬁwélcpma:t programmes allocating to it 27,12 per cent
of the total public sector outlay. The planners have rightly
envisaged massive Mvesmenté in seetjars like coal, electri-
city generation and distribution and ‘als@ petrol exploration
and development,

Special attention is devoted to the development
of service and technology. The plsnners aim at a signifi-
cantly higher plen invesiment on sclence and technology in
this plan than in the eerlier ones. A provision of &865,2
crores has been made, Overazll ocutlay of 81,915,841 crores in
geciance and teckmology sector has been carmarked, Three
major migsions aimed during this period are: (1) to develop
and launch an Indian remote sensing satellite in 1984-85
for effective utilization of remote sensing techniques;

{2) to develop a launch vehicle capable of launching sate-
llites of the class 500-600 kgs in the equatorisl and polar
orbits by 1986-87; and (3) to commission a multi~-purpose
satellite during the Seventh Plan period,

33 mﬁgme ;ataley m me ”ﬁ’@rmd" to P,C., Alexonder's
I L 2 SRS S0 ARG (ﬁe&zf Bﬁlhig ﬁai&g 1963);
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Care has been taken to frame owr export and import
policies in such a way as not to affect industrial manuface-
ture and international trade. Self-reliance is owr aim but
simultaneously with it ls also owr objective of ensuring
optimal grovth of science snd technoleogy. In prdér to step
up exports, plamér»s have decided to remove (1) the dis-
advantages due to mich exparts suffer because of the reg-
trictiong on imports, (2) the obstacles to the expansion of
capacity for exportss (3) stresmlining the oxisting cash
compensation and other schemes intended to remove the dis-
edvonteges suffered by the exporters on account of taxation
and physical controls operating in the economy, (4) ensuring
that Government intervention in foreign technology policies
ig such as not to diseriminate against exports ana production
for exports, There is a case for meking exports marginsily
more profitable than import substitution in view of the need
to diversify ﬁxe.‘expart frede vhich involves capturing of new
mai‘keta abroad and retalning them, ond (5) maintaining |
adequate links with technological developments abroad so
that owr export cepacity is not hurt by out-dated tech-
nologies,

Thege provigions made by the -Gm}a'nmmt have come
well because "resort to foreign collzboration will have to
continue to be necessary in future as India moves fnte a
newer vhase of her industrigl growth - towards '!:he
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egtasblishment of sclience based mziaswies“uam' '
Referring to mere rankings in the world, India
has a few plus points.

E&‘asi;uatr ) 7 7‘ - 7 Rankmg

Cotton yarn i
Scootersg 1
Coal ' : 11
Sugaxy vi
Rayon, acetate filaments VIII
Pig iron 1X

Cement, ferro alloys, manganese,
saustic soda IX

Soda ash X
Crude steel, sluninium Xi1z

Source: H.3. Singhania, Todoy eand Tomorroy
(New Delhi: Nelyg | ﬁu‘se, 1980), De 72e

Basic and capifal goods industries account for
over 40 per cent of the value added in the factory sectors,

34 Parekhs, n. 3s Pe &:ﬁ
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Intermediate goods industries account for 30 per cent and
congsumer goods (durable and non-dursble) for the remaining
30 per cont, |

India's groving fechnolegical manufacturing and
managerial capabilities zre reflected in the export of
equim’s and knowhow for setting up jeint venbtures abroad,
As on 31 Decenber 1982, 233 joint ventures sre already in
operation in 30 countries spanning over all continents
involving en investment of &.1,250 millions.”” Another 100
projects are in various stages of completion, Half the number
of units ere in South, and South East Asia, sbout a fourth in
Afriea and the balance almost evenly divided between the
Hiddle East, East Burope and Norih America, One third of the
p'm;;egts under pr-oﬁanﬁm'regremﬁ éngineér"ing and about
one=fifith textiles, Chenical products, pharmaceuticals,
construction trade, consuliancy, restavrants, food products,
cement, sugar and other miscellaneous products make up for the
regt,

The Industrial Development Bark of India provides
credits and oredit lines under its Export Finance Schemes,
These ¢redits, which cover developing couniries in Asia and
Africa increased sharply from $42 million in 1979-80 to

35 E.l. I‘i@éig "Posaibllities of vorldwide Economic Co-
ﬁwatﬁ.@n bemm India and %@astem Europe”, Dialogue

3 ghern Europe - India, organised hy ,
'ﬂus-.isﬁ "CQ ege, ‘24 June 1983, Alpbach, Ausiria,
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$63 million in 1980-81, Indla has algo established a number
of joint ventures in Asia (Indonesia, Malaysia, Philippines,
Singapores South Korea and Thalland) and Africa (Kenya,
Hauritius end Nigeria). By the "middle" of 1982 some 120
ventures were in operation involving an aggrepgate equity
participation of about $40 million. The main fields of
activity wvere }.igb% indusiry, engineering and electronics, |
Another 80 ventures are mmrmtly wnder implmmtatian. 36

The above OECD az&alysis is borne out by our reference
to a concrete case, such as, FMT completes 12 crores mroject
in Algeria for the manufactwre of water meters, gas meters
and regalators. This is the single largest engineering
project so far underteken by it of this kind in Algeria.
Technicions also received iraining both in India and in
Algeria (total number of such men ts 121).

Further, under the UNIDO/Indias Agreement on technical
familiorization and transfer programme among developing
countries, delegations from Philippines, Indonesias Kenya
and the Andean group of couniries visited India. With a view
to promoting co-operation between India and Burma in the
ficld of science and technology, India would be supplying
the government of Burme sixteen pilot plants based on CSIR

36 Rntha'fard M, Paats, eds o Devel
1982 Reviey (OECD, 1982).
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technology, viz. workshop for setting up pilot plante in
food procesging, sodium alpinate manganese dioxide, -eleﬁmow
chemical metsllurgy, calcium carbide, etc.>’

The Hindustan teleprinters limited had developed
ties with Olivetti's of Italy to produce new medels of
~electrical typewriters to suit local labour, cost and other
conditionsg, 5,39 croreg have been invested and licences
have besen obtained to produce 15,000 machines a year, The
import content would be only 31.3 per cent. Olivetti's have
agr eeﬁ- to buy machines from HIL if assembled machines with
Arabic type could be produced,

The telephone iﬁéluaftz'y is also considering colla-
boration with one of ‘bhe foreign manufachurers - Faclit,
Italy, or :‘iimmg, Germany - for producing nev nodel felow
phone 5539 |

In regard to the development of rescarch and
 development in industry, there is the need for a faster
growth in consultancy organisation. India has since made a
begimming in this direction snd some existing orgenisations
are of a stondard as to be able to export thelr services.
India is wost advanced in the fields of cunsultancy for

gl Beport, 1975 (New Delhi, 1976).
esg (Bombay), 25 May 19834
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metallurgical ond elecirical servicez, In other fields such
as chemlcsls and process technologies, India is still for
behind. Peiro-chenicals and electronics are still in

their infant stage. In a1l these fields India needsz on
urgent basis new inputs to asccelerate its process of induse
trialization,

To. conclude India aﬁz@ three-and-a-half decades,
has by its own efforts as well as the support extended to
it by several developed countries in many fields of ‘scimce‘
and technology, bullt the foundation for a take-off, This
is the crucigl stage in sy process of development, The
economy should be cautiously geared up in ell its diverse
ficlds of activity. There canmot be any breathing time,

Dr Sarzbhal rightly saids ’

Advances in science and technology are
accompanied by rapid obsolescence 0f
existing systems., Hecogniging that we
do not wigh to acquire black boxes from
abrozd but to grow a national capability
vwe should note that our plans have to be
continually updated and even the strategy
altered as we groceed, -

Therefore advocating that more should be spent on
research md development from owr GNP he saids |

In countries vhich are in the forefront of
technology and shere skilled monpower is

i

40 Vikram Sarobhal, n. 1s pe 13
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expensive the expected rate of return is
likely to be loyer than in a country such
as India where manpower is comparatively

' cheaper and vhere lerge areas of resesrch
and development are available which do not
require fundanental breakthrough in science.
Therefore we ought 4o be willing to increase
our R&D budget to 1 per cent of owr GNP, 41

B

This would mean something significant for a poor
nation like owrs, As if realizing this, Sarabhal addss

India is an expensive peor country begauge
{1) since developing nations start from a
lov economic bage thelr incremental growth
large as it ought 4o be vhen expressed
pereentage-vise ig Intrinsically smell .
gompared to the incremental annual growth
even of much smaller economically advanced
countries, Thus s developing nation
folloving a step-by-step approach towards
progress is loaded with wnits 02 small size
which do not permit the economic deployment
8f new technologles.

Through wndertaiing ventures of wneconomical
size with obsolete technology the raoce with
advanced nations is lost before 1t is started.
Indeed, if one continues to operate on this
philogsophy, finsnciazl and technical agsistance
from the advanced nations to the developing
nations can only remult in Lrustration of the
former and the increassing economic dependence
of the latter., #42

41  Ibid., Pps 1=l

42  Ibid., pe 33



This explains the Indien mind today., There is no time for
us to lose to catch uwp with the developments in the world
but we ghould also be not oblivious of owr diversity and

:ﬁme unlqueness of owr sed up. .

£ & 2 = 3



CHAPTER IV

HEASURING UP DEVELOPMINT CO-OPERATION wITH INDIA'S
DEVELOPMENT GOALS

Before we measure up *Development Co-operation?
between Indis and the EiC we need to cspture the 1%735361‘%@11%
snd the necessity for these efforts, "The Vest Buropean market
ig important particalarly to the developing countries as the
‘members' forming the Common Market have achieved emxmiiﬁ.c "
growth unparalicled in modern history.® T e Community ms
a high P ($2,575.2 billion in 1980) aceounting for 19.2
per cent of the world (P, Its population although not
comparable to India ig still large at 2,709 million which is
6 per cent of the vworld pawlatmn.z Its private consumption
expenditure in 1980 was $814.6 billion, PFurther, it is the
gingle largest trading area, Its share in the world exports
was 353 per cent in 1981 as against 28.7 per cent in 1950,
in imports i%ts shere in the world was 35‘,& per cent in 1981
while in 1950 it was 34,2 per cent,? Further, the EEC trade

196‘?)

2 Comw%ed tmn Koger D, Hansm, u s, Foreim Pollcy and

3 [Eurogtat (Brussels, 1982), ppe 73-76 and 227 £f,

mgg -
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has not been static over the years as is clear from the above
gtatigtics, Consistent need to enlorge the scope of trade is
evident vhen we loﬁk.at thB toble given below, This relates
to the period beginning 1951 til1 1976,

A

“Indocators G

?;aiume of exports as

of GOPs 1951 26,1 .1 Be2 L 16,2 8,3
1976 53,8 19,6 15,9  17.3 47.8 2l 4

Imports ag $% of
total final

Exports 1951 1B 1B 8 6 19
176 32 20 19 16 33 20

Although intra-community trade forms a major chunk
of 1ts total ‘tz*ade there 1o evidonce $o suggest that the
member countries have increased their imports of menufactured
goods from develséing countries, The value of such fmports
per $1,000 of GDP showed an average annual percentage
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increase during 1967-1975 of .8 per cent in France, 13.2
per ceat in Germany, 12.1 per oent in Netherlands, 9,2 per
cent in Denmark, 6,7 per cent in Belgium and Luembowrg and
3.4 per cent In UK, P"The EEC in itg original form also gave
a better performonce then the major developed market econonmy
countries as a group in case of a munber of menufachired

4 Mrs Indira
Gandhl observed in the banquet speech glven in honour of the
EEC President; Ray Jenking, in May 1980: ‘

gzméucts imported ﬁ?@m_ developing countries,”

Ihe members of the EC are developed couniries, 3
Jheyave a major trading partner of Indla, The .
oggﬁ%‘ﬁmity to export owr products to your
narkets means mach to our workers =nd artisong
and to the econonic Ywell-being® of cur country
as a wholes Hegotiatlong through internatiensl
agenclies and forums should alm at reducing
tariffs ond giving further impetus to developing
contries,.. we hope that the new commercial and
economic co-gperation agreement which we shall
goon negotiate will formalise and strengthen

the relationsg between India and the Euwropean
countries, 5

HMichael Drury who belonged to the Irish Foreign Service and
wi since 1974 has been in the BEEC's Directorate Genercsl for
External Relations snd presently a senfor official in the

4 @.P J'ain, 9EEC Trade and if‘m@gﬁeratim 3 I%ttual ﬂmier-s
standing, not Recrinmination®, Forei rad eyl
{r%ew Delhi), July-September ‘i%,,_,

5 Hrs Indira Gondil, Forgim Affairs Record
External Af.‘fairs), 0le 204 10. D, May 1 u £Ds 16&9,
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EEC' s delogation %o South East Asia in Bangkok had to says
"Internationsl ®rade is vital to our survivsl since we are
deficient in many of the ravw materislsg needed by owr industries

and we mast be able- t0 sell our manmafactures sbrosd and we are

n6

to prosper. ?he Vest Buropean countries had to formulate

thelr trade in order that not only they benefit as independent
comtries but also the entire region. This explaing the
formilation of the European community and also the centralized
decision making in matters of trade. Again Michael Drury
says in this regord:

The necessity for the EEC to maintain
external relations derives from the fact
that in the field of international trade
the nine member states have pooled thelr
sovereignty snd transferred competence to
the commmnity. Thus any declision that has
to be taken about international trade is

in accordence with the Treaty of Rome, tsken
by the Council of Hinisters on the basis of
2 proposal made by the Community, 7

Stressing the need for trade snd development coe
operation vith the world especially the *Third world', Brhard
Eppler of Vest Germany stated:

The laﬁest developnent in the area of energy

and rav naterials as in other aress, shows
the need for joint action by the Commmity

6 Hichael Brwy, "The EEC Eﬁ&* Relations with South end
South Bast Asia®, Agian Affair= (London), vol. 10,
February 1979, p. b o

7 Ibid.
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and its mesber states in development policy
t00.400 1 hope that in gpite of the differences
vhich s5till reasain the Community will,..succeed
in malting a decigive Wreskthrough towards a
convincing development strategy embracing all
aspects of co~operation through parinershlp -
with the *Third vorld'.®" 8

The flrst formal link dbelween the EEC and Indla
was forged nearly two decades sge, vhen in 1962; the Indien
Government established diplomatic relations with the six
nation Community. 7This was at sbout the time when Britain's
entry into the BEC was being subjetted to intense scrutiny
and vas eventually stalled in particularly by the French.
This alse synchronised with Indie's debacle at the Chinese
hand, In this political conjuncture India became the first
As:ien developing emtg‘y to open its diplomatic relations
with the BEC in 1962 itself, However, the French recognition
of the People's Republic of China in 1964 made it appear that
sympathy for India m Vestern Durope was wearing out, 7There
also then did not exist any bilateral errangement to shape
comnercial and/or trade ralatiaﬁs: between the twe entities.
This initial stage 1s described as the first phagse of the
INDO.EEC relations, During this phase, which lasted nearly
ten years, India did conduct, even though on a small scale,
trade with the EEC, but then as the EEC Document No, 50/81
says, India ran in deficits

ewe{ Pariag: ORCD Publication),
no. 25* Pu ,3.&.. :




India was primarily concernsd with securing
better access $0 the common market for its
oxpirts. For historic reasons its coumerciasl
and Jinanciazl ties were with the UK tut a
greatly expanded import srogramme aimed at
accelerating the pace of economic development
had resvlted in trade deficits with the Eﬁ. 9

With a view to correcting the imbalance in its
Trade with ‘he EEC, 1t sought tariff and other concessions
from the Community, India's initial request was for the
implementation of the tariff reductions which the Six had
agreed to in the course of the abertive 196163 negotiationg
for Britain's entry. |

The result was a Comnunity decision to
suspend its tariff on $ea in bulk, certain
spices and East Indiz kips on mn sutonomous
basis. Again at Indiz's request the EC
opened zero-duty taxriff guotas for handliotm
fathrics and hondicrafis, Following the
negotiation of self-restraint agreements
covering jute and colr products the EC
partially sﬁsg}éxéeé its tariff on these
products:

Another agreement covering cotton textiles was negotiated at
about the same time, This was also g bilateral agrcement
‘1like the others but it was concluded under an international
agreement, the long-term arrangement on Intermationsl Trade
in Cotton Textiles {LTA) which had been adopted by the

: pe Information, Ewternal Relations, Commission of
the a’:aroaem Communtties Directorate-General for
Information, 50/81, Bruascls, June 1981,

0 Ibid,
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contracting parties to the GATT in 1962,

The yeor 1968 was the year of some achievements
singce the UNCTAD II provided a stimulus to the world trade
scenario., 1t persusded the developed world to implement a
scheme of providing preferential treatment to the ezports of
the developing countries. The result was the adoption of
the Scheme of Generalised Preferences to promote industrialie
zation in the Third torld countries by allowing some exports
of their masnufacthured products to the developed countries,
Most developed countries introduced several programmes
through vhich manufactured goods from the developing coumiries
at preferential rates of import duty were allowed to be
imported., But it ig notable that the Community was the first
to introduce such 'a scheme in 1971 The objectives o£ the
UNCTAD Resolution 2¥{II) according to V,R. Panchamukhi, an
eminent Indian econﬁmist are: (1) to promote the export
earnings of the developing countries, (2) to promote their
industrislization, and (3} %o accelerate thelr rate of
growth, o 1}

India bas been included in the 1ist of beneficiory
countries in all the GSP schemes so far implemented. But
the degree 1o vhich a country {inciuded in the list of
. beneficiaries) can really benefit from this schene depends
upon {a) actual and potential export capability and the number

1’? Velin Pm@hmm Trade ?7 . : i J ng Nz
Analvsig (Delhis Concept, %?78; Ps 1974
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of competitors it has to contond with in the particular
market, (b) the mreagth of the traditionsl trade ties,
{¢) the institutional linkages traditionally established
betveen the preference giving country on the one hand and on
the other such as existence of foreign investments, gulti=
national corporations within their parent organisations in
the preference giving countries and shipping links, (d)
geographical contiguity and convenience of transport, (e)
political ond other arrangements such as Commonwealth members
ship, EEC association apgrecments ete., and (£) measures taken
by the beneficiaries themselves in order to derive the maximum
benefits from the systen, 12

. The fattors, stated sbove, indicate that not all
the countries (even if listed under the GSP of the EEC)
may succeed in deriving eguzl benefits from the actual
operations of the scheme,

The adoption of GSP has also been termed as a
fortuttous factor that has helped in creating a healthy
ciimate for the development and expansion of international
trade, The GSP became operative to meet the growing demends
of the export O_sec%ws in the developing regions.
Greenwald Jogeph, an American commentator on world affairs,

42 Facts and detalls in ibid,, pps 197-8.
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feals that under this scheme "zll manufactured and gemie
manufactured items (with some exceptions in the case of
individual developed countries) from India and other countries
will qualify for duty-free treatment in the markets of the
developed cmﬁ-iesigﬁ HaC. Sainy slso quoting Greenwald
ohgerves: "This has eliminated or reduced e}dstmg tariffs
on a vide range of import entering into the developed
comtries’, ™ The scheme offered by the EC was also now
reciprocal, in as much as beneficlary countries vere not
required to gront the EC toriff concessions in retun,

From the beginning the EC has utilized the GSP to
asslst the Indian exporters éeﬁmfe easier zccess to the
Community market for a growing list of products which include,
to this day, paeckaged tea, castor oil, p‘i‘*ams and shrimps,
hilsa fish, a variety of seeds (coriander, cumin), saffron,
shellac, Jjute goods, footwear, and sports goods. A very
major concession to India was the decision to include flue-
coured virginia tobecco vhich became the first unprocessed
agricultural product to be brought under the Community®s
GsP, - B

Keeping with the spirit of UNCTAD II, India's-
exports to the IC have had a wide range of electrical and |

13 (k‘emaald A Joseph, Scope angd Value of L
AUS Viey (New York, 1970), oD, ©

14 H.C. Sainy, Ing
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other machinery products, components, and sub-assemblies
of chemical products, dye-stuffs, pharmaceuticals, and
resing, Lesther goods have zlso been z ma.éér item of
export from India, |

But it is also a fact that %a substantive quantum
of Indian exports enter the EEC duty free outside the
GsP, THhere is plenty of scope for developing Indian
exports in these fields, for instance engineering goods”s 15
Some 43 per cent of the BEC's imports from Indis (monufactured
products) already entered the commmity duty free while 95
per cent of the ramainder are covered by the GSP, The
percentage of agriculiural products entitled for duty free
entry have almost dovbled to 73 per cent while mogt of the
remainder benefit from tariff reductions under the GSP, This
19 a later development i.e. after the Tokyo round of talks
implemented in 1978, .

India 15 one of the major beneficiaries of this
scheme of the Commmity which is currently open to more then
123 nations and 24 dependent territories. "During its first
enlargement in 1974, the nine nation EC clearly saw in the
GSP an instrument which could off-set the loss of the
Commonwealth preferences 1o India and the other Asian ,'

15 Vialter Gerhamét, #The Ew@g;ean Cammmity’ 8 Relwame
to India ¢ A German Perspective®, Indi:
vole 5p nos 2 &ugﬂswctﬁha‘ ‘%ﬂi P mc




countries even while helping them bulld up thelr euports %o
other EC cmtﬁa&."ﬁ

Although from the words of the agreements and the
quotas set Indis seems to Be a large beneficiary it still
ranges low whan the actual percentage of EEC imports from
India to the totzl are compared with that of the other
nationg., A 1ist of such averasges is given below

Pokistan , tﬁ.?
Romania _ 27.4
Yugoslavia | 26.4
Venezuela . : 2345
Hexico ' 217
Halaysia 19.3
Koerea {(Rep.) ' 1B.19
Singapore K 18B.2
India 14,9
Heng Keng 12,8
Brazil ¥ 6
Pery : 6.5
Argentiﬂa 545

ae‘tirﬁet 0.Ps Jain “Imia«EEe @a&e am% G@aﬂpﬁratim;
fﬁumal Undex*stmcimg Not Recrimination", Forelen
Irage Roviey {New Delhi), Jul?-Sapmber 1980,

Ligtin, no. 50, 1981,



"Benefit $o Indis wos legs in extent thon the overall benefit

to all the major beneficiary ﬁsma‘iesz.”w

The benefits to Indie were lesser because of a
couple of reasons vhich we could héve solved at leasst in the
past seven years, These, it can be seen, are due to the lack
of infrastructural facilities end to problems which are
peculiar %o owr Indian set-up, In saying this Gerhard
felts

it is a fact that mony of the quotas of the
GSP are not fully utilised. If India wonts
to increase i%s exports up to 35 per cent
annually as scheduied by the Union Minister
of Commercos..considarable efforts will have
to be undertaken by increasing the availabli-
iity =nd the adapiablility of Indian exports,
market research, following Buropean specifi-
cation znd fashions, fulfilment of contractusl
obligotions within the stipulated time and
neeting of European quality standards. 18

This fact is further substantiated by the argument
that the EEC has allocated quotas for the developing countries
to fulfil. It has kept a large portion of 1ts import needs
under the GSP condition and hence it was in the developing
countries’ will to fulfil the quota. The EEC ecould not be
biamed for the inefficiency which in real termg reduces its
imperts ultimately, 1t is not as if the EEC even at the
outset keeps off from the Third World imports in the

17 Jatn, n. b, pe 239
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manufactured .@ﬁd!} sectar, The recent 'vorld Development
Report 1983' has a tuble which z;am. be used Yo ¢izborate
this point, The EEC seems bettear then any of the developed
nations in this regard,

Trading Group

Australia
Canada
Japan 43 2.4
Sweden 2.8 3.8
Usa | .3 2,9

Total 344

Source:

The game pioture ig gim by an Indian columist
oo, Vriting in 3 :als an 0ld buginess jJournsl, he
sayst

The GSP has ensbled India to step up the
exports of both traditional and non-traditional
goods to a considerable extent. It is estimated
that zbout 43% of the EEC imports from Indis in
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the industrisl sector has been exempted fram

duty and lower tariffs aore imposed on most

0f the remaining 1tous, Ha*:;eva-, the recent

performance of India'z oxports to the EEC has
- not been adequately encouraging. 119

He enumerates his point by indicating that India®s exports
to Britain fell from 5,228,353 orores in April-Seplember 1979
10 . 164,40 crores in the some months of 1980, 3Similarly,
to Belgium it £e11 from 73.635 crores to 60,07 crares. He
gives more statigtics to elaborate this list. He finds the
deficiencies in infragiructure in India itself, and none
tariff barriers of the EEC as the consiraints on India.

"The EBC~GSP i3 econfined %o a limited preferential
custon treatment,..,The volume of imports aligibié for me-
ferential treatment has hovever grown from 3.2 billion EUA
in 1978, to 6,86 billion EUA in 1979, shouving the expension
of GS). n20 Hore iﬂzpartaxsﬁy; the EEC has also peneved for
ten vears (umtil 1990) its G5P under which India receives
large trade conceggions,

| However talking of India’s fallure to utilizge in
full the guotas nade available under the G5P, expert opinion
at the JHU-EEC Joint Seminar on "The EEC and India® (held
from 17 %o 19 Novenber 1980) wast "this is partly due to

19 Speﬁial Corresgzendazt, New Opportunities for India in
- BECH : Qgexf Delhi)s vol. 18‘7* no, 4668,
»

20 Veena Ravikumar, ®EEC~India amnmie Re}.aﬁm in Third
Yorld Perspective®, Foreimn Affairs Rer 5y Vol. 31,
no. 11, Novenber 1982, p. ‘%9--.
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the lack of awsreness and understanding of the GSP schemes
by Indian exporders and partly due 4o some production conse
t!‘aints:,‘”m It was suggested therefore A*-&hat.ﬁ "a congtant
review of i1tums covered under the sensitive and other |
categories, improvements in the tariff rates for products
‘¢overed under the schemes could also help in this |
regard®, 22

. The 1977 figures for the utilization of the GSP
limits given by Drury show that out of the top 14 coumtries
(in the G3P utilisation grouping) nine are in Asia, two in
Burope (Yugoslavia and Romania) and four in Latin America.
Mmong them, India ranks fourth,

The points made by the experts at the JNU-EEC

Seminar seem 1o be wvalid: |

To sell in Burope requires good commodity,
modern deslgn, atiractive packaging and
above all contacts and confidence between
exporterg and importers, Bui it is an
inherent characteristic of / the / econo-
oiczlly underdeveloped that one's menufactue
rers lack knovledge of the market require-
ments of o region half a world away that they
lack contacts with imporders in that region
and %that in most cases they lack the foreign
exchange required 4o finance the measures
necessary to overcome these deficliencles. 23

21 K.B. Lall, Yolfganj Ernst and H,S., Chopra, EEC in
the Global Svatem (New Delhis Allied, 1983);
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Concern was voiced by the Indians over thearosion
of the preferentiszl margin available %o the manufactured
tobacco of Indian origin in the £EC market and the threat
poged to the Indian tobaceo exports by the duty free preo-
ferences oxtended to imports from new soweesg?‘k The GSP
nad been adjusted or additionsl features had been introduced
to meet specific problems as when "to meet India’s specific
problems additional concessions bave been built into successive
GSP offers on such products as footwear, sports poods,
prawng, shrimp, packed tea, castor oil and cashewnuts®s
further; "the most important cam:essim to India has .be.en the
inclusion of Virginia flue-cured tobacco, the first un-
orocessed agricultursl item brought into the scheme, ")

The *Seminar' pointed out during its course that the
GSP had grave snags in the sense that 1its tsensitive' category
included Indiz's major export items like textiles, Jute,
leather goods ete, Purthermore, it was alse felt that in
the industrial sectors the GSP scheme tended to be discrie
minatory for it divided its beneficlary countries into tiree
categoriess {a) Newly industrislized states, (b) least
developed states, and {¢) other developing countries, Iludia
is not among the newly industriaslized states but it is rich
in scientific and technical skills and hence could be counted

24 3Special Correspondent, IThe Capi:
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as being at the threshold of indusirial powers, As Indian
competitiveness sosrs higher its product may be excluded
from the GSP facllities, Fegring this consequence as well
as to enable better utilizatlon of the quotas under the GSP
it was suggested thot ‘thﬂ?ﬂ? should be the possibility of
inter-comtry transfer of qﬁet;as,, continuous review of the
itens considered sensitive. It was also felt that “the
value of this scheme to the reeipient is reduced by the
excessively hmeamaﬁc mode in which it is operated and

by the exclusion of meny processed agricultural graéuets n26

The EEC after a2 review of the entire schene ree
- modelled 1t before extending ilts pericd of functioning for
another ton years begimning from 1981, The new s&ﬁeme now:
offers greater security to the beneficlary countries through
a system of puarantesd quobtas, The c¢ategories have been
greatly simplified, | There are now emly two of them -
sensitive and non-sensitive.

A great mejority of ow products which are non-
sensitive are subject only to statisticel surveillance.
128 itens were included in the sensitive products 1ist, Of
. these the imports of 64 of them were restricted by mcons
of country quotas. Under this only one of India’s export

26 Avi smm, “Sconomic and Political azmmssms of the
European uammmity' s Exi;ernal Relatians" in Peter
Jﬁﬁﬁ&, edgg A8 AN Bkt 1 Yoz gx LEOran o




items was r-es@’ierbeﬁ in 5?8 s A declaration at%a@eﬁ ;ise the
new co=operation agreement in this regard stateds “The
Commnity is prepared, in the course of its endeavours to
improve the gystem of CGeneralized FPreferences to take into
account the interests of India in the extension and
strengthening of 1ts trade relations with the Commnity,"2’

Indis has constantly pleaded that the GSP proposasls
are to be conzidered from the view point of not only the
level of industrisliization but also from that of the per
caplta income of the beneficiary combry., "Ihis basis if
accepted will climinate an frriteant in the Indo-EEC trade,
1t could be challenged by many other developing countries, "2
The EEC President had conceded partislly to the pecullar
situation of India in this domain, He also said that India
could be placed in & category different from newly indug-
trialized counfries like South Korea and Taiwan,

The Trade Developaent Authority's atudy on the
subject suggested recasting of the GSP proposals in the light
of the realities, The Fmallman®s Tean had in this rﬂgard;
suggested to replace the limited zero duty tariff quota by
a ne quota pattern with a positive duty. This duty could
be legser than the UFN rates. The team mentions that it

27 Euxgpe Information, n. 9.
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would be for the good of both the EEC and India,

I¢ was further suggested thet the GSP should be
announced by the EEC for at least three years instead of
one year as at -wesazt.‘zg This will help the oxporters in
India to formulate their preduction plans, This would
pose 1ittle problem to the Western economies which have
developed thelr market analysing techniques. No unilateral
changes should be made in the scheme as these are without
prior consultation with the beneficiary countries they are
bound to create resentment in the latter and thus strain the
understanding between them, Moreover, GSP statigtics on a
disageregated level will help beneficiary countries in proper
ascessment of assistence provided by donor cowmtries,
Further since a very limited percentage of importz into EEC
from beneficisry countries s entitled to tariff concessions
there is a case for substantial improvement in the scheme
in terms of inclusion of new products and reduction of
qualitative boarriars.

| The GSP was the product of the first Phase of

India's relations with the EEC, 1t extends its benefits %o
this day however and is to continue for another soven
years from now on.

The second phase began in 1973 with the Commmity's
enlargement, In fact even from October 1972 India has been

29 Details from Jain, n, &,
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considered more seriously by the BEEC after the Paris meet
which laid down a global development ers-ogwatién policy.
During the negotiations for enlargement the Commmity had
accepted a Joint Declaration of Intent on development of
trade relations with Ceylon, India, Malaysia, Pokistan and
Singapores The *Declaration' mede itself ready "to examine
with these countries such problems as may arise In the field
of trode with a view to seeking a{}%‘@ﬁri&*ﬁé sa‘lu-tfim&.‘%
Michael Drury, in fact, includes even this Joint declaration
of intent in the earlier phase vhen he sayss

The principle policy decisions of benefit
to South Asia - taken in the period until
the Community was enlarpged - were directly
concerned with trade only. The first was
the introduction of GSP, the second was the
adoption, a3 an annexwrg to the Ireaties of
Accession [ of the JDI_J/ on the development
of trade reiations vith Ceylon, India,
Iggliay%%, Pakistan and Singspore known as

He also viewus the JII as to console the Wreakdown of
Commenwealth gréf@eﬁf:es. It was alsa- intended to use JDX
as the lnstrument for furtheringn 2 L economic retations 7,

in immediate effect of this JDI was the grant to
India of an annual gquota of 25,000 tonnes of sugar at the

Burgpe Information, n. 9.
31 Drury, n. 55 De 10.
32 Ibid.s «9; 19
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same guaranteed price as is offered to the sugar exporting
countries under the Lome Conventions ~ in real terms this
is belleved %o be very close to that paid to the EC
pr oducer' s,
in 1973 came the major step when the CCA -
Comnercial Co-operation Agreement - was concluded with India
on 17 December 1973. It was more then a step over the
traditional bilateral trade sgreenent and it set a trend
for its South Asian policlest
The enargy orisis underlined the actuasl
interdependence snd accentuated the uso-
fulness of malntaining historic ties vith
raw materials - producing countries, The
result was looking for a policy that would
meet the legitimate developing country
demands without damaging the VWest European
economies. 33 |
However wntil 1973, it must be noticed that the
EEC had no policy with regard $o South Asia.
It is really intriguing to note,..as to the
reagun for lack 0f a comprehensive relation-
ship between EEC =nd South Asian countries.
The EEC seems %o have no desipgn for South
Agia because the area geo=politically has
not formed a cohesive orgenisational group
ag ey the OPEC couniries, Asla especiglly
South Aszia remains fiuid and volatile. 4
In his inaugural address to the JNU-EEC Seminar, India’s

Minister for Commerce, Pranab Mukherjee, voiced concern at

*

33 EHllen Frey-Wouters, Ihe EC and the Thix
(New York,; 1980), pe 27

34 Veena Ravikumar, n. 20, p. 195.
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the low priority given ¢o ﬁmm Agia in the Em*é scheme of
international sconomlic relationst

Ifurhﬁtsre has been some disoppoiniment in
the developing comntries of South Agia it

is becauge of the comparatively low priority
accorded by the EEC to its relations with
this region where approximately 40% of the
population ¢of the non«oill producing develops
ing comtries and two-thirds of the population
of the lowest income gemg in the world
reside, 35

However, it cannot be forgobtien as Drury sayss

The idea of commercial co-operation was
hit at as an snsver to a mroblem: Agree-
ment of the fraditional kind in which
import quotas are exchmged between the
parties would not be entirely appropriste
either to the largely 1iberalised commodity
regime 0f the Community or to Indie's
highly diversified...export patmﬁal.
CCA would help India to bridge the many
infrastructural gaps that prevented her
Leom making good use of the facilities
offered by GSP and the JDI tariff, 36

The ambition of CCA with Indie éras to conszolidate
deepar and diversify their camwcial and economic relations
to the full extent of their growing capacity to meot each
otherts reqairmta on the baslis of comparative sdventages
and mutual benefitf?

35 Pranab mﬁ:harji, “Seminart! g mangaral aﬁdr@ss" in
K.B, Lall and H,S. Chopra, Tne EEC e bal,
System (New Delhis Allled,

36 Drurys n. 5, ppe 13=1h

37
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In order that these aims are effectively carried
cut a joint commission wws set up, This was also to promote
the development of two way trade actively in a number of
areass Hichael Drury described the EtC-India Jaiﬁt' Comnigsion
as one which -

concentrates increasingly on efforts to
areate Joint ventures belween Communliy
and Indien firms in vhich the technology,
expertise and in some gases copltal of
the Europesn paritners is combined with
the Indian raw materisgls and labour ¢
produce goods for oxports from India or
to provide gervices like construction or
congul taney in Third Comtries, 38

Indian exports increassed after 1973 in spite of
the recession during that period. Further even till 1978 the
genaral perfﬁrmnee was apmrecisble. The slump In 1978 also
did not affect Indla's trade with the BEC, Walter Gerhardt
statest

This is because of the CCA.... The main goal
of the agreenent was to exeand nutual trade
to as high a level ag possible through a
process of co-operation on various fields.
I i3 mainly a framework agreement containing,
among other things, a "most favoured nationt’
. clause. 1Its principgl coeoperation institue
tion is a Joint Commlgsclon vhich hag promoted
Indian exports in wvarious fields particularly
enginegering 5y ten, tobacco and leather
products,. 39

38 Hicheel Drury, n. 6.
3¢ Valter Gerhardt, n. 15, p. Be
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The joint commissions were also active with the
managing of many specific projecis. The functions were
wide and divergified:

The Joint Comnissions are algoe responsible
for superviging the working of specific
agreements between the two sldes. For
example in the casge of the CCA between the
comnumity and Indis the Joint Commigsion
attemnts to promoie all aspects of economic
exchange between the two partners: to over-
see the implenentation of India's trade
agrecments within the EEC wheredy the latter
allow duty free iciports of Indian handwoven
silks, certain cotion textiles and a range of
han&ierafta- to monitor the sgreenments reduw-
cing the BEC import duties on Indian Jute and
coir grgsducts. and also to supervise the
agreenents bebween Indiz snd the EEC on
textiles in the framework of the GATT mul i
fibre arrangenents, &0

The EEC External Relaotions Commissioner had pointed
out that the Commmity's import of Indian enginecring goods
had quadrupled between 1975 and 1978, Import of precious
stones had increased seven~fold ginece 1973 snd the import of
clothing grew six-fold between 1973 and 1978. Here it is
necesgary for us to observe that India relied too much on too
few sectors such as textiles, preclous stones, silver and
leather - these atcounted for 80 per cent of all EEC imports
of Indian manufactures., India =130 relied on too few

&Q Carocl sasg’a% Tmtche%t,, “‘i‘he E“.&C ami Development
Co-operation®, Internationgl Relationg (London),
va}-' 6’ no, ‘;3& Fii
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markets especlally on the UR =nd Yest Germany. i‘his implies
¢learly that the Indi-n exporters have not knocked at rest
of the doors which could open up new avenues of markets,
india wag the first among the developing countries
to conclude bilateral agréemenﬁs on trade and development in
1973, ‘The exports of such items as cotton cloth, men's
shirts, women's blouses, household linens recorded satis~
factory increases. It was only in 1977 the Community had
to restrict import of handloom products,

The MFA vhich was firgt sgreed upon in 1973 was
renewed in 1978 till 1982, It provided for self-limitation
by Indfia on 14 categories at agreed levels including %he. level
of growth and for the possible introduction of limits in
other categories when imports from India reached a specific
level of the totsl EEC imports,

Under two successive agreements negotiated in the
applicastion of JDL "the Community progregsively reduced and
finzlly suspended tariffs on jute products from Janusry 1978
in return for a self-limitation of ?indiari exports of certain
categories and the malntenance o0f certasin nationsl restrice
tions“,.m Considering the {mtez;%ial Indla has in jute, it
would be eneowaging if steps to improve its production to
increase the utilization of raw jute products are Jointly
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taken, ‘ihis-muld go a long way in .éustammg a vital
export gector indusiry. -

The trade promotion activities have besn successive
steps. For this purpose 5 million EUA is silocated for
developing countries which shall be used for financing trade
activities aporoved by the JC, i,e. participation by the
indian firms in Buropean trade falrs, trode migsions in
both dirsctions, provision ‘M consul tant experts on product
guality, marketing etc. The most constructive step in this
regard was the setting up of the International Mrade Centre
in Bruseels in Februesry 1%9;&“2

At the end of seventlies India grevw gravely con-
cerned about the stagnating export {(a fact in the last few
years ending Decomber 1980). The EEC gave 1.1 million BUA ~
the largest ever funded from the trade promotion budget for
none-associates bresking its normal rules on annual prog-
ramming by providing a three year commitment,™

other significant step towsrds efficient utili
zation of the provisions of the Treaty was the Action
Defining Commitiece which was esiablished in 1976, 1t
selected areas in fields of science and technolopy which
would be of mutual benefit such as, new sources of energy,

mansgenent of scientific information, environmentsl rescarch

ers (Brussels), 27 February 1980,
“$32 and 664, ’

43 Ibid., no, 669,
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and remote sensing of ﬁa‘i&maixfemwee&

Since then the development agsistance provided by
the BEZC has become classified. The EEC allocated about
US §75 million out of $187 millicn to India - affected by
the o0il oarisis as pért of the finsnciasl and technical assis-
tance for non-associate developing countries.

Trade promotion activities were further gsirenge
thened when in June 1980 the EC had helped India set up a
Trade Promotion Centre in Brussels in which Indien advigers
for warious product groups like jJjute, coiry, leather, elec~
tronies, engineering products, textiles and handicrafts
were cowordinated to promote Indizn exports by collecting
narket information, They did =20 by organizing publicity
compaigns, participation in exhibitions end trade forums
" and by orgenising buyer-seller meetings, EEC has als0 held
seninars for Indian exporters on how %o take advantage in
export promotion, exchanging of trade delegations and has
subsidized Indian participation in trade fairs and exhidie
tions. The exporters were also given financlal asgistance
by the EEC for feirs and they exchanged trade mlissions and
consultant experts on product quality and marketing,

It ig esgential to get a picture of trade between
India and EEC, As it is the EEC vhich is the single largest
frading area in the world, its trade with India constitutes
sizeable chunk of the latter's total trade.



EC Imports BO6 1,156 1,873 2,045 2,471 23501
EC Experts 832 1,275 1,584 2,370 2,79 3,195
Trade Balance  +26 2 -289 <2809 +325 +238 +694

Between 1977 and 198

0 the EC's imports from India
increased by 210 per cont while its exporis rose by some

200 per cent., The Comaumity ©ade surplus stood at nearly
8700 million in 1980 which was $26 million in 1973. However,
to India it stood in 1980 at less than 1 per cent of the |
total extra comnunity exports end imporis. |

Seen from the Indian side the importance of the EC
narket c:.sm{b:e. visualized., 26 per cent of India’s total
exports are currently going to the EC as compared @ 13
per cent to the USA and 10 per eent each to Japan, &ﬂef
Union and the OPEC, Among the Comnunity memberg the West
Germans have been having a2 large share at 6 per cent ng
total exports vhile that of the UK remaining a major market
at 7 per cent, However, the share of the UK is falling
steadily.
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However since the beginning of the 'eightms the
OPEC (for well inown reasons) seems to compete with the EEC
in catching the Indizn trade zinics.: Noy both have 27 pér
cent of India's ta%al imports, Heore again the Federal
Republic of Germany has cbout 7.5 per cent vhich is rougily
equivalent to the shore of Japan at 7 per amta But the
US snd the Soviet's shere seams higher at 10 per cont and
8.4 per cent re@eatmely.%_ | '

The constituents of the Indian exporis were mainly
agriculiural products like tea, oil cakes, tobaccos coffee,
crude vegetable materials etc, Among the manufactured
products leather, cotbon, jute fabrics, clothing, carpets,
diomonds and metsls made their ways Begides the transport
equipment, chemicals and other mormfactured products the
Community exports to Indlz consisted of even foodstuffs and
vegetsble oils for relatively large amounts,

( 3pecific point of better Indian performance is in
India's exports to FRG vhich increased by 31 per cent to
more than 1 billion DM = %, 440 crores.

It iz also £elt that "thouph statistics indicate
improved EEC-India relaztions in actual fact it is certainly
niot so, - There is a struchwral, institutional gap between
theory pnd praciice, ' The Uest is suspicious of India's

44 Euarogtat (Brussels, 1982), pp. 227 £f.
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non~zligment",? The West 1s not convinced that the Indo-
Soviet Treaty (august '1*.9?13 was concluded in the face of
imminent war with Pakiston. Reﬂ:@éﬁﬂg this iden, P,
Charles Schleicher, said there io seemingly a tilt {oving
to geographicel proximity) on the part of South Asian
countries towards USSR, He sayst |

Yet the Vest misperceives its intention and
fecls that 1t leans more left towards Moscow,
tierely to be able to exist in that part of
the sub-continent, Indiz has to manage to
keep itself accessible to the West and not
too far from the Soviet Union,

?ia-ﬁ&ﬁn'ﬁzs%aﬁﬁiag the Vestern misperceptions of
India's apgroaches to the Soviet bloc, Indla hag persovered
in its attemnts at girengthening its ties with the EEC,
There have been nevw agreements on trade in colr covering
the period 1980«83. They provide nev levels of quotas
and sven the rewovel of all restrictions at tﬁe end of
1983, Purther, Imniia can export to the EEC duty free
handicrafts and handloom products currently worth 10
million EUA each and handwoven silk worth 2.2 million EUA,
The Commmity's ald budget alsv holds a major share for
the Asian countries, especially for India,

45 Veens Ravikumar, n. 20, p. 204,

46 P, Charles achleicher, *The ummist I-“‘ush mm Souﬁl
Asia A Granﬁ Desi.gi* Proceedings of £} natit
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Contrary to© what one might imagine the
associated States and the ﬁfri.can Conti=
nend do not account for the r share
of the Community’s aid budget es@ecially)
for energy of the EUA 651 million of
finanecisl assistance...in 1980 EUA 216
million have been earmorked for Asiocsss
This concentration on Asis is largely
because of bilateral zdd from the UK and
Germany for clectricity projects in India,
3&3&&@9&1’1‘“@ a7

Trade be:i:xmm India =md the Eﬁc grew éggreciably
£rom $2,230 million in “19?5%’6 0 5,370 million in 1979.
Only in 1976-77 the balance of irade has been . favourasbie
to India, The 197677 favoursble balance was due to the
reduction in imports of wheat, fertilisers snd iron and
steel, The Indian exports to the EC accounting for 27 per
cent of India's total exports in 197879 expanded to
$2,900 million by 198182 as projected in the Smallmen
Team' s Report compared to the actual figure of 4980 million
in 1975-76. |

It is necessary here to know in detail a%:mit the
‘ ':hallmm Tean's Report', It has taken into account little
preference to Indizn egports under the G3P, This is perhaps
due to the many tariff-free access agreements which were
concluded by the Community with other groupings of ﬁm.ﬁ'ies. i
Further the Indian trade was not dealt under one large fold

Q’? Malcolm Subhaxi, SEuropenn Gammissiox& wﬁ.ilina %o b,elp
Developing Comtries®, Indion snd Furooean Lommundd
(New Delhi), Augugst-October 1% '




but under several ::iauses as on ¢oir and jute, on tea and
on a slightly brosder base the MiFA, On attalnment of full
EEC membership by Spain, Portugsl and Greece the Report
apprehends further harm to Indian exports. It however
recognises the large advantage Indis hes due to mmpgzﬁively
low labour cost and materisl advantages in some cases. it
ig very optimistic sbout sz Yprobable recovery in EEC
demand generslly, a consequent reﬁa{:ﬁm in EEC umamployment
and a resumption of the migration of the labour~intensive
industries like textliles from the EEC to areas of lower lsbour
costs at a politically acceptable rate®, 8

Deveélopment Co=-operation between India and the
EEC has alse Seen other sides like collaboration - large
scale = as in Rourkela, where the German ¢ollaboration led
to the mosgt profitebly-run public gsector project. Further
the Gujsrat Notlonsl Fertilizer Company and the clectrical
industry such ag MICO, BOSCH, T&leo, Ranion and Damm, Modi
Rubber etc, have also entered into collaboration, Till
June 1980, &, 160 crores was sznctioned by the EE mﬁards
Neyvell Lignite Co., Singarauli Super Thermal Project;
for ICICI and IFCI, both industrial development benkz, Rural
development programmes such as MBDC and TAWA Commznd Area
Development programmes have aiso been taken up,:

8 smallmen Team's Report, quoted by Jain, n. 4, pe 232
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The construction of the Indian Oceanographic
Regearch Vessel, which itself is a nevw idea, has been
corried out with Huropean technology and cellaboration, A
high level delegation from BEC - )-J.v:.:i;. visited India fb!” cone
'az«mmg a collaboration for footwemr production with buy
back arrangements coupled with finencial and market tie-
ups. There have also been marketing collsboration with
Italy, Vest Germeny, the UK, Denmork and Belgium,

India's expending trade with the EEC has enabled
the iatﬁer also to seek Jjoint venture oggcrm'i‘h&és with
india ~ aond al 5o In&;a’ s know~how for their orojects in the
Third World, About 50 per cent of nearly 3,000 technical
collgborations ares accomted for by industries in ERC
L]

comntries alone, Manufacturing collaborations and agree=
ments between India and EEC number 165 in engineering induse
tries, accouwnting for 62 per cent of India’ s tétal 2ol abow
ration with EEC, Some multinationals grew interested in the
Indian know-how for a wide range of products after India'y
participation in the TiCH-Ex 1980, They are FIAT, Ciba-
Gelgy, SNPE, GKN, Agri Contact, Ferrade Seco Tools, Innotech,
- Hoechst, Bell, Howell, Mico, Bosch etc. These companies
might not be rasmamrmg theix operations to drop any
feature in favour of India, But if they get impressed by

&9

L‘missim ﬁf ﬁxe Ewwean ﬁmimes, Zndu;
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India's competence they might prefer leaving in favowr of
India's groduction of certain commodities. This can be
accomplished in the long-run if India builds up its
ecapabllity~oredibility with the Western industrial
concerng, ‘

A very ga*hmtial aren of Indo-EEC co-operation is
in the field of project engineering and consuliancy services.
The Smallman Tean was impressed by India's use of technieal
mm in developing exports of project engineering services,
often on turnkey basis to the West Asian and other Third
vorld countries. The team suggested that India could use
this comparative advantage to the Community's market as well
initislly as sub-contractors to similar consultency service
organizations for the West Asian =and Third Vorld mrojects
and later only for themselves vhen the credibility is estabe
lished to the end users in thege markets, The then President
of the EBC, Ray Jenking, during his visit to India in Hay
1980 suggested that developing countries like India could
participate in projects receiving financisl assistance from
the EIB in the ACP countries. It was felt that India had a
strong cage here however it would take time beforg member
states could be briefed about it,

An increasing number of industrisl tie-ups between
Indizn and Germen medium sized companies in different areas
is a pointer to the reslization of India's cepabilities which
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should open doors to joint consultancy services in the
Third Yorld, especiaslly in the ACP countries.

Indla has been keen to evolve vhat is called pro-
duction compensation for the development of mineral basged
industries like gteel, sluninia and en@.'gy. The Action
Defining Committes of the Indo-EEC Co-operation in the energy
sector has slready ldentified three areas of m-sagxefétim -
energy, eavironnont geiences and data processing. Agreee
ments have been made in coal gasification, Already attempts
to develop underground mines and to improve the fertility of
desert lands in Rajesthan are apimad with the French teghno-
logy.

Furthernore, the EEC has been seeking outlets for
investment in developing countries, stressing especially the
need for sn appromriate investnment climate in India. In
terms of total investment in Indla Gerhardt ¢laims, that BC
countries aré nunber one mve's‘t;{sr‘a.ﬁa The same with
technical agrecments, licences and patterns; notwithstanding
these, the level of investment does not correspond to the
economic potential cither of India or the EEC., Stating
the reagons for this low tide Gerhardt says:

(1) The Indian Government...does not papti-
cularly encourage foreign eguity investment
in this comtry, lany potential foreign
investors would prefer to obtain more than

50 Gerhardt, n. 15, p. B,
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a 40 per tent share in a joint ventwre,

{2) There are cortain shadows on the

present general investnent climate of

India, infrastructural constraints, labowr
roblems, inflationary tendencieg etec,
3) Various developments in the Thirvad vorld
countries during the last years - mainly

inoreased political instability - have made

investors from the industrial countries

rather cautious in thelr decision making, 51

A glmilar argument is put forth in the case of
foreign co-operation leading to the sale of licences and
patenits against payments of royslties and 1@9 sum feeas.
"Many foreign companies would like to enter into such
agreenents on a more long term basis. ”52 Currently such
agreements In India last for five years. The regulations
and controls on the royalties and luwmp sum fecsz are very
regtrictive, .

But it is also a fact that 50 per cent of EiCtg
trade is extra EEC of vhich substemtial part is with the
Third vYorld comtries, The groving lnability of developing
countries to pay thelir import bills will certalnly have a
boomerang effect on the EEC's trade as well., If the belilef
that the demand prospects within the Vest European countries
are rather Blesk then it is even more compelling to increase
the import capscity on the Third szorld. Fraus Schurrs

51 Ibide, pa 29
52 Ibid,
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says: "Curbing protectionist @eﬁds in one way or the other,
or presenting alternative golutiong in vhich countries like
Irdia are allowed to increase thelr exports to EEC becomes a
rather compulsory exerclse to avoid this boomerang effect."”
The purchasing pover of the exporis of the developing
coumirles increased at an anmusl rate of only 3.7 per cent
during 197 1-77.

Thisg ocutcome reflects partly the gluggish
denand for expomris owing 0 recession in
the intermational economy and partly the
deterioration in the termsg of trades, In
addition the rising source of protectionist
measures in many developed market economy
countries prevent developing comntries fram
rea.using thetr full export potentisl, 54

it was felt sﬁm@y that

regiaa (Scuth Asf.a) emeists mtirely cf
daveloping com®rics and that there is an
international consensus that relieves such
countries of the obligation adopted by
developed countries, From the start theree
fore we (the EEC) must abandon hope of
securing very substanticl tariff or other
import concessions from wost of the comtries
of this region - indeed 1t would be guite
wrong of a negotisztor for any healthy indusg-
trizlized country to try to persusde say,
the Indian Govermaent to import consumer

53 Fraus Schm'rsg ﬂlinde»m im::mcmic Relations and New
Scenerio®, Foreim Irade Royigw, vol. 17, no. 14y
Emuafycflw*ch %98.*- v W27e
of Talburg t;!nwersi‘ty, Holland, ami cansaltant ta
IIFZ, iiim; Deihi,

58 "Proceedings of ttze iﬁﬁ ﬁmfw@ce on ’.Et*ade and
' aﬁvelamnentf’ Bagic Document of the V_Sess
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goods which would rank as luxwries in the
local bazsars., 55

In any casey it is understoed that India does not
expect a one-way operation in the protess of co-operation,
The idea of development co-operation would be lost, Keeping
this in mind the Indian Government has been relaxing its -
policies for the least couple of years, In order that the
Indian industries may acquire their requirements of machinery
spare parts and rav materisls - New Delhi hag substantially
liberalized its import policy. This has led most of the EEC
menbers o incresse their exports to Indla since September
1979~80, The increase in 1930 to that of the grevious year

wass {in crores of &, )

Expord oft
Belglun 1210 1543
France TheB 160,0
FRG | 285,2 366,0
Netherlands 57.2 107.8
W 310.7 447,0
Denmark 5.8 12,9

From thig derives another point, 7The increasing protection-
ist tendency of the Vest must be curbed not only because of

55 Michael Drury, n. 6, pe. 104
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Indian interests involved but because of the greater European
interegt, |

1.8, Mucherjeey an Associate Professor in the
South Asion Studies, JNU, says in this regards.

The effect of protectionism in ﬁte Yegtern
comiries ig brought about s‘trﬁzingly in the
change in the direction of India's exports
pcwmmx},arly over the last two years. The
share of Indiazn exports going to Vestern
Furope f&ll from 31% in- ?97’9-80 to 23 in
198 1-82, In contrast the share of Indian
exports going to centrally plonned East
European countries incarensed from about 13%
to 2485 during the same periocd, It iz notow
worthy that India's growving trade surplus
with East Ewropemn countries acceruing in
terms of inconvertible rupees does not
provide any solution to its increasing
ﬁeﬁcits with the OECD comtries, 56

However even the Vorld Bank hag noticed the world
protectionist trend and simultaneously the Indion attempts
at 1liberalization. It says:

The low income countries of South and

South East Asia notably China and India
were oble to face the difficulties of the
19705 and even of the esrly 1980s from a
stronger position, In part this was because
of the policies they pursued, China, Indin
and Sri Lanka initiated liberalization
progrommes in the second half of the

1970' s, 57

.

56 I.N. !vmzm@ji, “ﬁ-ends in International Trade Reflection
on India’f’ Egonomie Treudg (New Delhi), vol. 12, no. 7,
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Looking at the lovw level Qi»"- investrent (w‘iﬂféte and
others) we should also abttempt %o understend the West. No
investment takes place in 'a political vacuum', The volatile
situation in South Asia is an undeniable fact fnr a jugti~
£icbly commercisl minded investor, Owr own investment
regulations like Monopolies R&sﬁ?ﬁ.&iﬁtg Trade Practices
(MRTP) and Foreign Exchange Regulation act (FERA) aiming
well against concenttration of wealth in 2 few hands are not
palatable for the foreign investors,

Thelr viewpoint is an outoome of the fear
of expromriation of thelr Invesiments
which has taken place in ?ame parts ax the
developing world., India (of course)

a cese vhere there is comproni se hezween
the genuine needs of both the gides for
tronsfer of resources through investments
promotion and facilitation, 53

There are howsver clesr signs that a new era of
Indo~EEC econonic and .mmwﬁial relations is in the offing.
On 23 June 1981 an spreement was Si.gnéa in Brussels. This
iz also a nonspreferentisl agreement like the first, siso
for five years based on the principle of comparative advan-
tage ond mutudl benefit, It calls for a *closer cooperation

seross the vhole range of commercial and economic endeavour®,

58 Jain, ne 4y pe 2386
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The earlier agrecment limited economic co~operation to
trade matters, promotion of industrial co-operation inclue
ding transfer of appropriate tectmology, mutuslly benefi-
clal investment ete, The nevw agreement gives a stronger
legal basis for technological =mnd scientific co-operation
than the earlier one, The Joint Commission shall once
again be the nucleus of decisions. |

The nw»key word is Ycomplementarity'. This
alms at increasing aimaﬁmﬁ trade between the two
entities on the baslis of dividing certain parts of the
production process amongst the portners. Bxanplet zuto
ancillary equipment, electronics snd plastics. Blectronics
is elready a clear example where ¢ertaln parts of the |
finished products are being gvﬁaésséd and produced by
low~cost supplisrs., The next is % export them to the
partner company vhere these components of'e assembled
together with locally prbéuaa& components into finished
g?ﬁﬁﬂﬁtﬁb

Frous Schurrs looks at the new type of economic
relations in industrial co-operation as of a vertical
type ond as metuslly beneficizl, The model would be ag
followst
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Domestic ‘ ' Exports
Use N

Components ' Tecfggla@"
half-products ‘ other inputs

e 5

| Inas a& ' 4’

Local inputs

Sowrce: Fraus Schurrs, n. 53, D. 425,

It {5 beneficizl %o the EIL becasuse it shall reduce produce-
tion cost of the goods that sre o be traded. It will also
save some Jjobs which otherwige would be threatencd by the
import of finished products., Export of technology to less
developed countries will alse get s lubrication,
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For India too there ar'e bemefits ~ from this pattern
of economic co-operation., Hodernization of production capa-
cliy is essential especizlly in power,; steel, cenent ete,
Theres shall be the creation of safe and steble exporis _
oriented industries with sizesble markets assured. Further,
it shall wreate employment too, _

Hovever, Schurrs himself makes a note of ecaution in

his znalysiss
I2 getting technology is a major motive
for India to enter this type of industriasl
collasboration, it remazins to be seen vhat
1tz real value is, 1t should alse be kept
in mind that technology is for sale and that
it is 1ike 41l other saleable commodities,

Therefore there are other ways open to get
the teehnelagy that India needs, 9

Besides all the trade znd technology, India has
benefitted from the Commmity's Food Ald Prograoome ete, In
1980 alone, India i*eaﬁived} 31,000 metric tonnes -af milk
powder, 12,700 metric tomnes of butier oil, and some 140,000
EUA in Harch 1980 for victims of drought, The ambitious
Gperation Flood II vhich has sn overall cost of §550 million
is financed (roughly half of its cost) by the sale of
Community Food Aid,

Special Action Progromme and *Cheysson Fund' have
also come inflimeD) In 1975 due to the oll shock and the

59 Fraus Schwrrs, n. 53, p. 4728,
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resultant inflation the dewoloping cowmtrics fell ints gloom,
It was then that the EEC allocated sbout 40 per cent of its
direct =14 under the latter % India. The Specisl Action Fund
helped largely the Agricultural Refinancing schemes and
Co~operation towards lending to farmers, for training
programmes ete,

Thus, the Indo-EEC Development Co~operation has vast
dimengions and more o0 in showing greater potentials, 1t is
vi‘elﬁ necessar'y also from several dimensions.s The recent
fluctuations in the world economic arena warrant recovery
programmes on o worldewide scale. The EEC as a large trading
bloc in the world could take the initiative in this regard.

The EEC must toke the political inltiative o
break out of the present desdlock in inter~
national economic relations, ﬁan% ingtrunents
already exist, for example, the STABEX system,
but have to be improved whilst others must be
developed.ssa Buropecan agency which coidd
help to smupply more cash resources for the
developing countries, M initiative of that
kind is not merely Justified by s‘b.'ic‘hly
European self-interest but would give

practical snswer to the wishes of the 'mird
Yorld vhich 1s in need of help and support
but is reluctant to align its paliaies on
thogse of any grest gow@'.

The EEC (with its super econonmic power status) could help
India in goveral ways. India, like the EEC is a pluralistic

& Pieter ngkwt, *’?Z&m ﬁwaaean %mmmity Pa&t Present
ané Fumreﬂ s ~ N fmxd.en ,
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entity, and 1t strives to improve the economic environment
at home in an equitable manner so that the benefits of
development mdeam seep down 1o the teening millions of
this country. Fﬁ!‘thermre, there i3 the scope for promoting

political co~operation between the two, very much in tune
wvith the democratic values, accepted as the very basic
firmament of thelr existence. EBven though politics isg alien
to the economic operators, yet the developed Members of the
EEC could help in allaying general misperceptions in their
industrial sectors sbout the nature of India's policy of |
non-zlignment, thereby imgroving the prospects of increased
co=operation in variocus ficlds of industrial activity, of
course to their mutual advantage. In a nutshell, the two
sldes would serve their interests best by bridging the many
gaps such as ™nformation” end "credidility®, which in the
pagt have been productive of artificial lines of mutual

- mistrust and low-profile relaﬁmship.;

e



CHAPTER V
CONCLUSION

1% 1is o great contradiction of our age that notwithe
standing the advencement in science and technology a vast
majority of human beings in the Third vWorld live in deplow
rable conditions, It is alse a matter of grave concern
that disperities in human living conditions are widening,
This seemg paraedoxical decause this widening of disparities
s "juet when human society 1g beginning to have a clearer
@ex;‘cegtim of how ﬂc&rﬁx and South depend on each other in a
single world economy", ' The fundamentsl inequality of their
economic strength is striking, The North, as is well known,
is richer than the 3@1‘2&1; Over 90 per cent of the world' s
facturing industry is in the North.? Patents and new
technology are in the hold of multinational corporations of
the North, Large scale trade in raw materials and penufac-
tures are conducted by them end it is they who have large
seale world investments. Hence the North with its
'auwemany dominates the world coanomic scene even in framing
the rules of the game. It has been reslized in the North
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that its dependence on the South for the supply of raw
materials and then the mrmtual congumption of its industrial
manufactures has been increasing stridently,

The necessity of inter-dependence has been a subject
of debate at several international forums from UNCTAD I 4n
1964 through the Conference on International Economic Co-
operation (CIEC) in Paris 1975-'77, the Cancun in 1981 to
the nonwalipgned summit conference in March 1983. DBesides
there have been an endless stream of conferences, charters
and resolutions, Even two development decades have passed
by but with limited input in Third ¥World development.
However, it would be inexact to belleve that perpetuation of
underdevelopnent of the Third Vorld haes been principally due
to some congpiracy er deliberate attempts on the part of the
developed Vest., On the other hand the EEC for instence has
been helpful to the Third World in giving ald and assistance,
It has been widening its trade perspectives by including
non-agsociobles like Indiz in its much relaxed trade structure
vhere nations con derive benefits from schemes such as GSP,
MFA and quota reserves, Besides, the EEC has also helped us
in times of need such as famines, droughts end floods and
above 21l hy' extending technical know-how and by collaboras-
ting in jointly initiated orojects in the Third World.
Second, the fact that the number of comtries and regional
groupings vhich have got ‘im:éi;xraé in development co~operation
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with the EEC has been on the incrsase. The Lome asgsociates
were 46 in number in 1975, and 62 in 1982. Thirdly, even
in India we look forward to new collsboration desls with the
EEC particulzrly in the Lome/ACP associates, Therefore, it
13 not gs if much water has not flown despite consistent
efforts mode in promoting co-operation between North and
South,

Since our expectationg have gone up high, we expect
mcre than what ve can get in the normel course of our intar-
action with the EBC, E‘wther, it appears %o be an essence
of diplomacy to go on pressurizing the developed countries to
do more for the LICs., The INF ané ﬁxe Yorld Baenk have been
persusding thelr “menber-contributors® from the rich North
to provide then more in order to help the needy nations,
However even the Vest feels "most agreements which have been
reached are merely symbolic or emartary as with the Common
Fund or the development strategies”,

In gpite of such self~gnalysis which comes not too
often there hag only been mn increasing justifwatim of
the schemes and programmes extended hithertofore, vhatever
w nature and usefulness of the existing schemes the
urgent need of the day is that the North and South resume
the éiaiogzm to work out the mﬁe&if@ie& for the redressal

3 riaagram%m on ﬁm %mmity’ ¢ Development Policy,
jlletin of the pean Community, Supplement 5/82,
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of the Third torid's Aewmmit;: turmoils, while respecting the
political sensitivities of the latter. In other words, they
must set out a fromework for dﬁ#@lﬁmmt co=operation without
affecting adversely the internal or external autonomy a:ﬁ“ the
nevly emerging political entities of the Tnird Yorld. It
nust help in promoting the indeperdence of the young southern
nations rather than dependence. |
| As in the case of devclopment co-operation among the
menbers of the Buropean Community, so in relation to the
Ihirg viorld, interdependence pust promote productive €ow-
existence. This must be the motive force which could help
build mutual oredibility betwaen the EEC and the Third
World. _
thile the formula ¢f productive co-existonce ig
being worked out, it is necessary that the Third World
nations must also evolve an inbesrated work ethics {involving
maximally 21l those concerned internally with development
such as civil servants, diplomats, academics, Journalists
and economic operation) so as to reach the goal of 'selfe
reliance'. The present state of fragmented endeavour hag
proven %o be coumilcr-productive @nl%- or even if productive
in an insatisfactory way, In a demoaratic setiing, such as
exigts in India, it iz necessary that gll those who think
and act for development must have a source of participation,



128

vhich ig lacking at the moment, It is not because of thig
lag in our development endeavour that Professor Michael Lipton
of the Institute of Development Studies, Brighton makes a
pertinent @bsﬂ*ﬂéﬁpﬁ in one of hig sﬁ;ﬁiaﬁz famong the
a»i’gel mills and alrports and despite the independent and
sometimes freely clected governments, the rural masses are
a4 Vithout doubt India
with its union of tuenty-two states and eight union terri-
tories is truly a colossus. Its socialistic pattern since
mid-fifties studded well in its demotratic set-up has become
the *guiding star', In orger that Indiz may reach its goal
of economlce and sociul development there heve been constant
efforts, in many directions, In the light of India's
historicel linkage with Western Europe concerted efforts
have been more towards strengthening ties with the Vestern
democracies. Ulthout doubt; it was in this backdrop that
the India-EEC development endeavour goined sitrength. The
Commonwealth connections apart India still attached great
importance to the Community of West Europesn nations, This
can be proved by the fact that much before Britain jJoined
the ZBC India in 1962 had opened its diplomatic migsion at
Brugsels, ‘ .

However thefe were parallels tos between India and

as mungery aend ill~housed as ever.

4 Michael Li

ANU,

or { Canberras
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the EC. Both the regions ~ South Asia and the EC - consist
of economies which are struggling {at different levels though)
to economically strengthen themselves and to politiceally gein
the confidence of each other, Both their struggles for
development were nade necegssary to rige from the two world
var disasterss vhile the domage vas direct and large in
Europe, the Sﬁwﬁi Asian nationsg eaésci.azly India had pogte
independence problemg arising out of a near bankrupt econonmy

. and a shocked population (partition and other communal
disturbances), |

However the parsllels no longer exist since the
struggie for development in India was a problem of gargane
tuan dimensions, 1In contrast the Hestern European revival
was of a differont character, ﬁyz*&al sayst "The regscue
action wmnder ﬁm Harshall ?lsm and the European rescovery
Programme m.a:i;iaﬁ that one rich comntry hel-pe& other potore
tially rich countiries very substantially...but 3.1: was a
chering only among the rich, ®?

India had no narshall Plan te 15.1‘@ it out ai the
worass of poverty, hunger, stazvvati@n a,mi sickness of the
teeming milliong, Indiz had hcmev& a large sterling
balance in its favour at the end of the British Raj. The
Government of India then observeds
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By the end of the war sﬁsnagt the entire external
debt of the Government had been repaid and
balances of the order of B1600 erorés had been
built up in Sterling...the pogtetiar difficulties
of the B, however rea&rieted the rate at vhich
the sterling bolances coulid be drawm upon while
there was a tendency for thig country's deficit
in its trede account o Detome very largcs..
{with) war time susterity, depreciation of
capltal equipment,..and the needs of develop-
ment. oo therre was a keen denand for consumer
goodg from abtroad,..partition...inoreased
Indis's reliance on mprweﬁ rav naterials without
artomatically providing for comter-balanuﬁag
exporis...ouing to the decline in the exports
of raw ma‘neria.Ls and incoreased imports of foode
graing and machinery, the balance has tended o
be mfmwahie.. &

But even sfter three decades of development plenning
not much difference came to the teening millions of our
contry, “This under~class includes lendless labourears,
peonsg, shaPe-croppecs, owmers of dwarf 'holdings' and even
pseudo-urban (but usually jobless end temporary migrants). n?
Yet the Indion Covernment continues to claim that it is
working hard to implement its plan of 'Saribi ﬁm.g‘;ﬁ
Understandably the Gevmmt aims to accomplish its objec~
tives through efforts at nodernization and distributive

6 National ﬁevelog;mmt Council, Ihe First Five .
{New Delhi: Publication Division, Ministry
Information and Bmadaasﬁing, 19539. PP 199-200,

7 Lipms Ii; z"; @’; ﬁg

8 Sixth Five Yeor Plan, Summl¥. 1580.8
Publication Division, ‘i%f‘i’ -

5 (New Delhi:
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Justice, Hodernization was required not only to keep
abreast of the world's technologicsl progress but also to
alter the objects of production and grcﬁuetivity of the
geonomy itself, Advancement in technology and the primary
factors of production were -ﬁhiefly with the %:esﬁa*n warld
with vhom we had traditional links alsge., Thus there come
sbout the links with the EBC, |

Since its fnception the DEC for its cwn economlc
and political reastns showed keenness t0 spread its faci-
1ities to the i‘hird torid, It hag been playing a ploneering
role in iﬁitiating several pmg‘rmes‘ which benefitted its
Hember-States as well as its agsoclates in the Third vorld,
I{ had opened forums to hear the Third ¥World and also some
avenues for thelr development. Its policy touards the
Third Vorid in the Lome Conventions have been "hslled as
a model of co~operative partnership between industrislized
and developlng countries®.” India has been sppreciative
of the EEC's granting speclal concessions to the ACP
countries ~ concessions ranging from those srising out of
their assoclated status, fthe Stabex and Sysmin and many
more. India, aiso has been at the same time, requesting
for globalization of 'trading adventages, Its desire has
been that at least the successor m the Lome Convention

9  A. Madhavan and K.K, Bhargava, "The EEC amx Indi.a“
" in Lgll and Chopra {(ed.), The FEC and the Third World
{New Delhis Radian‘t; 1%1}; Pe ¥
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has no divisive effect on the developing cmnﬁ':&as.

Regording the perspectives of the Eif townrds
development co-operation with the Third VWorld it is believed
that the EEC has taken soveral steps devising a global

framework, The latest development sirategy of the BEC &g

detalled in the EEC'g Menorendum (o the EEC Council of

Ministers) of 5 October 1982. - This strategy focuses

principally upon the Lome/ACP associates/Latin Americeon and

the ASEAN countries. But it glves 1itfle attention in

South Asla. An guch, the gtraltegy of development e@tinues

to be haphazard and lop-sided. Perhaps, it would have been

more reasonable 1f the following oriteria were kept in
nind:

(1) Those countries big and small, having per capita income
less than US $300 are to be given top priority in the
development cowoperation design,

{2) The capebility of utilizing resowrces by the Lsg in
the preceding five years could be taken into accomt,

(3) Excessive expenditure on arms imports by the LDCs need
to be digcouraged. For, it draing awvay thelr harde
earned resources, and o

(%) Political democratic development must recelve a measure |
of support. For it is wnder this systan that the
benefits of development could have a chance 16 reath
the teenlng masses in the Third vorld.



But 1t seems that the .@m‘mm eriteria have not engaged the
BECY 3 attention, As a result, coutries like Indla have
recsived no fair deal from the EEC, Rather, it seems that
the EEC under the indirect influence of the US has prepered
its strategy according undue priority to short-ternm political
snd strategic longe-term eonsiderations, Needless to polnt
out that in so doing the EEC's credibility for its atbempts
at fair desl with the Third World does not receive an '
upuard sprout, However, there ls a ground for oplimisn
in that with the Buropean Parliasment clected directly,
gince 7 June 1979, the EEC*'g final decisions may be tuken
with preater care and certainty.

it nay alse be pointed cut that the bemefits India
has derived from the GAIT and {rade avenues resuliing
therefron were not whthout Jolts off and on, The unsteady
course of benefits could be explained by the

BECY 3 responges
to the fluctustions in the economic scenerio, The adjustments
made by the EEC in this cowr'se were mostly not bemeficial to
the ﬂ%ﬂﬂi}i‘zﬁg countries. The EEC by its virtue as a major
trading bloc in the world spesrheoaded efforis both in safew
guarding the interssts of its menber states as well a
extending assistance to some of the needy Third Yorld
countries under such schemes ag would f£it inte itz own global
developmeut designs,.
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In the some light the wrmtwld BENAce -~
reocegsion « was snalysedl, Studying the effects of the
presently recoding havoe it was found that the Ewropemn
economies had a lot of adjustments o mske, This was in
order that their existing structure remains well gusrded,
This was justifisble since in Europe alone unemployment had
erossed 28 million of vhich 36 per cent were youth below 25
yearse. aAlthough there exists no éingle: fool-proof method
or formula for w@imﬁng unenployment the Vegstern economies
individually and collectively are striving to redress this
malaise. As an immediate medication the imports had to be
cartalled at least in thoge sectors competing directly with
LDC exports of mon-fuel primary commodities such as inter-
mediary industrial raw producits metal and minerals vhere
production locally is passime;w ‘i‘tzig could be done in
order to open up channels to recruit some potentisl labour
and generate production activity. Miis may also help in
reducing any further shedding of loeal lsbour, But the
reaction of the potential exporter who would be blocksd by
such reduction in imports by the member states of the EEC
will only be sour, '

The exports of mamfachred goods 0f the unders
developed comtrics to the industrislized countries have

1G ﬁiedel a‘amas, *Irade as the Engme of t}math m
ﬂwa}-ﬁ‘?mg a@mfi‘i&sgg xis :’ l a0, i el 3: G 211249
Papers,No. "555 (vashington: Verld Bank 3) s
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fallen in percentage terms. This, together with the fact
that the indusirialized countries scemed to share thelr
resources less with the LDCs has neocessitated the South-
South dialogue. It is true that co~operating m‘maily
among members the LDCs can bmaﬁt. However this c;amat
be a substitute for the North-Scuth dialogue. North-South
co-operation has its own importance and constant efforts
may be made to get the best out ﬁfﬁiﬁ. Apart from the
economic benefits vhich may accrue in conpequence, this
may help in promoting world peace and security. The
increasing protectionist tendencies cannot however be
forgotten, This tendency emerges due to the nature of the
world monetary system itself,

" The *'mstable constellation' system there curren~
cles are freely floating create frequent dips and rise in
the scene. s:x-éw alone, vith its Europesn monetery systenm
has safely geared itself o anchor against waves of U
cer tainty,

The recession has caused damage to the Indian
econiomy particularly by reducing its exports %o the EEC
in value terms, meaning that the 'spiralling gficse" riage
has neutralized marginal increase in,' the volume of trade. b

11 H,S8. Ghe@a:'a, The EiC's Economie Eriarities anti Imua“
111 KeBs Lall and #,.8, ﬂhﬁﬁ‘a {ed EEC and 4
ahirg dovrad {“@&f Delhis hﬁﬁiﬂm; 1%1 s Ds i




There i3 no denying that the EEC hod taken steps towards
improving its relations with Indis by concluding the
commercial and Sconomic Cooperation Agreement (CECA) of 1981,
The opening up of théir treoresentation office' at New Delhi
(1ts representative being at par with embassadors) in early
1983 is a great step towards strengthening mutuzl relations,
These have marked great milestones in our relationship with
the EEC. But as Indla is ﬁ@@él@ging s‘téatiily in multlgie
fields of indugstrial and economlce activity the EEC has

‘ s*tartad looking at it somevhet as a competitor, It is this
new conjecture vhich has inmpelled ug to study India's
sclentific and industrial potential, India has hod a

large professionsl base in the scientific field even at

the departure of the British. The lack of co-ordination
anong them as aled the pauvcity of fumds made only a waste

- of such advantage. It was only at the end of the Firgt
Five Year Plan that consorted policy and prragfaming helped
in tapping the existing advantage, India at thé tine of
partition had inherited the largest share of established
industry and of non-agriculturdl resources of industrial
raw materials then developed, 12 India has made a headway
in meny of the non-traditional induetries. Iron and sisel -
the industry developed even before independence - ig gtill

12 B,L.,C. Johnson, Develonne
1983) s pe 136s




very competitive, Even the public sector steel production
geems encouraging. The fact that thelir imports inte India
have fallen from 36 per cent {of total available steel) in
1960-61 t0 1,1 per tvent in 1977-78 proves the point, 7
Textile industry has been given boosts and agro-industries
fostered due o their export-potential, India wvith its vast
" mineral and material resources could afford de?empmg more
of such potential indusiries, Int&mediate products such as
aluminivm and other processed and non-processed metsl o=
duction can be taken up. To Zain more from sclentific
developments the government must, at the outset attempt to
spend more on eizameliisiz:g scientific developments for the
sske of industrisl and soclal developments.

It 15 a well publicised fact that the benefits of
scientific and industrial development in this country have
‘not as yet seeped down to the masses, As a result the
Physical Quality of Life Index {PGLI) in the case of India
in 1981 stayed at 44 per cent. Sarprising enough, India
finds itsdlf in poor ligit when compared with V?mple‘a
Republic of China vhose POLI has gone up %o 73 per cent,

In the case of Sri Lanka it is 80 per cent, After a1
India and China started the race of development together but
India seems to lag behind, Chins has all the problems of

13 Economics and Intelligence Unit, O Iv Economic
Review, Annual Supplement, India and Nepal, 1978.




18

Indis such as hi@'a population, mtapped regourecs, lack of
technicol knowshow ete. But when China could raise its
POLI it cennot be impossible for India. Science and
technology is to be developed after all only %o ralse the
standard of human living, However, one could jJustify the
Indisn delay in this regard by observing that China
accomplished it in a totelitarion gseteup vhereas India is
trodding the liberal democratic path., I1 cannot, at the
some time be denied thot the workd ethics is lov among the
people of India while it ig high elsevhere, |

In the fie¢ld of consultation and technical
gervicing and agssistance a vast scope is seen. This could
be utilized in order to retain our scientists and to make a
headway in our getivities alsgo, During the last few yesrs
India has been pleading with the EEC to permit joint
ventures in the Lome assoclotes. Initlally, the EEC was
reluctant,. But recently this has been agreed to. Yet the
progress is halting snd dlows OUnly selected areas are to
be tried initially, Joint ventures would be welcome in
most of the Third YWorld countries where India could
provide technology and expertise fér their development, b

% More details from K.N, Modi, "Possibilities of Vorld
wide Economic Cooperation between India and Vegtern
Europe", Jhe rd Hound Tsble of the Economic Forum
of Bigloso Conpress, Uostern Furope « indla =

[Austrian College Alpbach/Austria, 21 June 1983
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For this consultancy services must be wellemﬁ.wed more
wvith .gavmeﬁtv patronage by enabling them to have inter-
national links for information services technical advence~
menta, market rejulrenents ete.

The prospects for small scole mémstries are a
good deal brighter. According to the Sixth Plan the workers
in this sector are to increase from 7,8 million o 10,3
million between 1979-80 and 1984-85, i.e. by 32 per cent,
The traditional village industries are expocting o 48 per
_cent increase in their labour force,'? Research in agro-
industrial fields will help in improving the quality of the
products, Relevant technology, even in large scale farming,
using of compost fertilisers and Indigencusly developed
varieties of seedg could be publicized and then put %o use
by the peasaniry, Ancillary mita such as food processing,
canning, tinning and preserving could be started. Export
market £5 assured in these areas. But technology and
sophisticatlon are sbsent in India in these fields in spite
of vast resources. But the Buropean technology could help
us stride successfully. Fm*taa*, even small eleclironie
and electrical goods ranging from gimple calculators to
ball-bearings, from electrical spare-parts to daily
consuner goods could be manufactured in owr senl-urbmn
areas. Our export stronghold in textile industry has to

§5 Plaim:m mmisaian; Sixth Flve Year Plan 3 A Sum
o {Hew ﬁemn Publication mvis,r, 1B 1)e
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be exploited well, There could be a more organised way of
exporting our textile after soumd guality assessment. For
all this India has to be prepared to spend more of its GIP
towards regearch and technelogy in respective fields.

The BEC and India have been practical in thinking
in terms of co-operating in the fields of energy, environ-
ment and electronics sectors. This offers more seope to
the relationship itself, Hore sophisticated methods could
be adopted to intensify our seorch for slternative sowrces
of energy. India has many rivers from vhere hydro-
electricity could be generated, Vaters of many perennial
rivers like the Ganges, Godavari, Brahmaputra could be
‘more productively used, This would help in escaping the
menace vhich has become a recurrent evil in this country.
Yhile parts of our country remsin dry due %o lack of enough
vater rivers create havoe in many other parts, Even
seasonal floods caused by wild rivers ond land erosion are
grave problems which could be solved in the advanced
technology. The advanced technolegy of the Buropean Community
1f and vhen avallable to device the flood control management
could be a tangible input to our egonomic development,

3imilariy the lengthy coastline that India is
blessed with provides a ot of gcope for fisheries and
deepesea mining, The EEC could be sought to have agreements
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with India Just as they have with the ACP countries. The
EEC has recopnized thist ™any of cwr developing partuers
have the same food (£ish products) deficits but others have
congiderable resowrces in thelr vobers vhich they are unagble
to exploit rationslly themselves.®'® ’

After pursuing austare economic policies for more
than three decades India has reulized the importance of
oil crunch and has deemed it fit to enter into collaboration
deals with the Westan MilCg of course on terms suiting our
necds, This may focilitate our on-shore and off shore oil
exglwatim&,

The Yeer Book 'Asia 1981 had to observes

The process of Indianisaotion of foreign
companies through the dilution of their
non-resident shere holding the stipulated
figures {74 per cent, 60 per cent, 51 por cent
or 40 par cent dependin FE}% upon ‘a;e{r ares of
ap&raﬁm wnder the A of 1973 was nearly
~ompk e« The new indugtrial policy statement
mmtiane& the need %o introduce modern Know-how
o engble Indian companies to keep in line with
overseas competition but indicated no fresh
thinking on FERA or the multinationasis. 7

Even today there are no ¢lesr idez of the Government's
thinking due to its ambiguous approach to foreim

 5/82 Supploment to the Memorandum on
ty Develepment Policy, Erussels, s}. s

17 "Asia Yenr Book 1981", Ea
(Hﬂﬁg ng}, Py WQ
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collaborations or even investments {on luxurious items
recognition is glve;a/w a gtream of c¢ollaboratioms such
as DOi-Toyola, ?Im’uMmki etc., vhile in other
essentisl industrial goods particularly those of complex
and developed technology there seems some hesitation,)
Referring to this the Year Book hed to sayr "Still [“the-
foreign investors ] ..:.; are inclined to give the benefit of
~ doubt to the «»s government and hope that its approsch to
aﬁ.c—m investment would be 1&&3@?*&#"? |

Cowoperation is indispensable and every effort
needs to be made to build it up through an integrated
. approach. This means that thers ought to be close co-
- operatlion betveen those vhe think and thoge vho implement
the policiess In ai:ﬁer wordsy the present fragrented
approach in wvhich the civil servants are held suspect by
the economic operators who in twrn ere considered as
economic "thugs® by the acedenics and .:;malisté sﬁculﬂ be
graduslly given up, paving the path to close national
-casaper;aﬁwé sndeavowr charged with motivation to produce
positive results. .ﬁweverf it is easler said than done,
But 1t would be wise on the part of the political leader-
ship to produce an environment in vhich it should be
realized. On the external front the Govermment alresdy has

.

1B Ibides pe 17
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taten steps ‘km:arﬂs 1iberalization of the trading régimea
There are many ficlds vhere Indiz could intensify its
inter-action with the EEC though in many cases greater
diglomatic skills will have to be used o earn greater
co-operation from the latter, Maintaining high quelity of
owr products and keeping to ﬁm é,eliva‘y schedules {(not
impogsible tasks anyhow) will instil greater confidence in
our industrial sector and with 1% gein greater credibility
from the recipient markets in the BEC, Indeed, this is
the path which wouid enswre Ygelfereliance' a practical
goal on national development, |

EE X E
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