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PREFACE 

B:onomic factors have an important role in presEnt 

international affairs. Aid and economic sanctions have 

become a tools of diplomacy in Asia and Africa. Howerer, 

most of the developing countries of Asia. Africa and 

Latin America have become victims to forces of neo

colonialism in its various manifestations. The developed 

countries used aid as an instrument in coali tioo-making 

and coalition-frustrating diplomacy in the struggle for 

power in order to achieve political and economic obj ectiv es• 

The developing countries of the Third world were in dire 

need of aid to launch the process of dewelopment. Foreign 

economic aid has not only been growingly used. as an inst

rument of diplomacy to achieve foreign policy objectives. 

it has e:zually become an important tool of neo-colonialism. 

It signified indirect oontzol of donor over the recipient. 

It is not only the big powers but also the small powers 

are involved in this process. India it is argued~no 

exception in this regard. It is alleged that being a big 

country large in size and more powerful as compared to 

other South Asian countries~ India is using aid as a 

weapon to exploit small neighbours in South Asia. AD 

attenpt has bem made here to study whether India has used 

aid diplomacy for influence or for economic cooperation. 
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The study gives due weightage to India• s bilateral 

aid to South Asian countries. In order to make it more 

pre:::ise and spe:::ific:, mUltilateral aid (under Colombo Plan) 

is not taken into consideration. The transfer of finan::e, 

resources and technology to south Asian countries by India 

(as the most deTeloped among the developing countries). is 

an evEilt of far reaching .importance in international 

economic relations as also the areas to which India is 

extEildin:; aid are the ones which have largely lagged 

behind in the race of technological dev elopments• This 

study is conv 1nced that soon after attaining independEDCe, 

India started giving aid to south Asian countries as its 

geographical position ciernanded it. AA attempt has been 

made to bring into the oz:bit of this study till the forma

tion of SARC (SOuth Asian Regional COoperation). 

The present study is based on prima.ry and secondary 

source material such as Annual Reports by the Ministry of 

Extemal Affairs, world DE!'/ elopment .Reports, world Bank 

Country Study, Memoirs, Newspaper clippings, books, journals 

etc. It consists of five chapters. 

The first chapter deals with international economic 

inequality, meaning of foreign aid and its appmaches and 

aid diplomacy - a prop of foreign policy of both super 

and lesser powers. The second chapter focusses on India• s 
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geographical location in south Asia and its foreign 

policy aims and objectives and also the new challenges 

and opportunities in the region. In the third chapter • 

an attempt has bem made to study countxywise aid to 

SOuth Asian countries by India. Reasons behind India's 

aid diplomacy are discussed in the fourth chapter. This 

chapter also deals with the evaluation of India's aid 
11.>'1 ttl 

diplomacy conceming" the impact of .India• s aid diplomacy 

in the south ASian countries and efficacy of her aid 

diplomacy in the region. The concluding chapter high

lights the major findings. 

I express my grati tU<le to Dr.K .D. Kapur for his 

supexvision and guidance in the completion of this work. 

I am very thankful to Dr.D.c. Vohra for his encouragement 

and valuable suggestions. Thanks are also due to Professor 

satish Kumar. Dr.Pushpesh Pant ani Mr. V.K.H.JaPtbholkar 

of Diplomatic Studies Division of the SChool of Internat

ional Studies. Jawaharlal Nehru University. I also express 

my thanks to the library staff of the Jawaharlal Nehru 

University~ Delhi University~ Indian council of world 

Affairs, sapru House; Central secretariat. Shastri Bhawan; 

Nehru Memorial Museum and Library, Teen Murti House; and 

.Institute of Defence Studies and Analysis, sapru House 
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other sou.n;:e material. 
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job of this dissertation. 
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C~TER I 

4\lD DIPLOMACY THEORY AND PRACTICE 

since the end of world war II. the international 

system is characterised by a great divide between the 

nations as East and •-lest and the rich and the poor or 

the developed and the developing (North South) • The 

deteloped and developing countries nexus is one of 

daiiU:Inance and dependence or centre periphery relations. 

The former enjoy high prosperity and standard of 

living as they have undergone the•revolution of 

modernization•. The latter are newly independent 

countries and confronted with the problem of absolute 

poverty and trying to fulfil the rising expectations of 

pa:>ple. 1 Indeed our world is cleft into two on material 

basis with pennanent unequal division. The North is rich 

in resources capital and technical know-how with less 

population. The south is poor in resources, capital and 

-----------------
1. Barbara Jackson. 'l'he r .ich and pgor nation a 

(New York# 1962) , p.36. 
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technical know-how except population.2 

A cursory glance at the statistics of world 

income distribution would reveal an enormous gap existing 

between the North and the douth. For instance, in the 

industrially developed country of North, the per capital 

G.N.P. (Gross Nation Product) is about $ 3000, where it 

is only $ 300 in the developing South- (The Third World). 

The significant fact is that the G.N.P. gap tmds to 

widen both in absolute and relative terms. The 

industrialized west increased its G.N.P. by about 4.8 

percent per annum, as compared the developing ones, which 

was about 5 percent per annum. This little increase 1n 

G.N .P. was neutralised by the fact that whereas the 

population increase in the developed countries is about 

1.3 percent, it is 2.6 percent in the developing countries. 

Thus, the annual per capita income increase amount to say 

3.5 percent or $ 70 in the developed and 2.4 percent or 
3 

less than $4 in the developing countries. Moreover aJnOng 

2. 

3. 

------
• For instance the vast amount of grain fed to cattle 

in the united .:itates is estimated to be sufficient 
to feed 1.2 billion starving humans in poor nations. • 
see for details article by N.D.Karunaratne,•FOreign 
aid and new economic order and basic needs• in a book 
edited by Pradip K.Ghosh, New International.Ee2no~ 
2£S!rJ.. Third world .Perse.e£Slve (u.s.A. ,dreeowood 
Press, 1984), p.136. 

Shah M.Bijli, Development Aid (New Delhi, Shree 
Publishing House;l979), p.66. 
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the developing countries expenditure on research and 

development amount to about 0.1 to o.s percent of G.N.P. 

compared with 3. 2. percent for the united States and 1 to 2 

4 percent for the European states. 

After the .«>rld ~i&-r II, the basic features of tlle 

new international system may be summarised as : 

{a) The attempts of the Great Powers mainly the u.s.A. 

and the ~estern Europe to keep their dominant 

positions and their aspirations to get maximum 

adVantage and perpetuate the gap between the rich 

and poor. 

(b) The challenge of underdevelopment faced by the 

der eloping countries and therefore, the need of 

these countries to get capital and technology from 

the developed countries. 

(c) Interdependence of national societies; politically 

economically and technologically. 

As early as 1958 Jawaharlal Nehru, the .Prime 

Minister of India observed s 

The essential cleavage in the world today lies 
not between comnunist and anti.-conmunist states 
but between the nations enjoying a highly dEY eloped 

---------
4. David H.Blake and PDbert ~.walters,The PolitiC.§ of 

Global Economic Relations {New Jers¥;u.~.A~j Engiewad 
Cliffs, 1978) ,p.ii3. 
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industrial eeonom.y and underdeveloped nations 
struggling to survive.(5) 

The developing countries right from the beginning 

were conscious that the mobilization of economic resources 
Uh~~ 

was absolutely essential to meet the challenge of flevelop-

ment. That is why first at Bretton Woods and finally at the 

new United Nations they attenpted to modify the progress 

and plans of North to incorporate the.goal of economic devel-
6 opment. It is almost certain that economic resources gener-

ally are not available in sufficient measure within the 

developing countries at the beginning of the development 

process. So to cater to their developmental needs they 

are compelled to rely on foreign atd. In their perspective 

foreign aid is an important instrument to bridge the gap 

between the rich and the poor. However, contrary to it 

the developed countries have tended to use aid as an instru-

ment to achieve their own economic and political objectives 

to natntain their position of political domination 

and expand their economics. They consider aid 

5. M.Bedjaoui, Towards a New International Economic 
Order (New Delhi, aBH Publisher, i98a), p.34. 

6. Joan Edelman Spero, The Politics of International 
Economic Relations (UK, George Allen and Unwin, _.: ._, 
1982), p.147. 
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as a diplomatic device to influence or maintain their 

presence in the newly independent countries of the South. 

Meaning ot Foreign Economic Aid 

Although international flow of economic assistance 

is not new. The forms and purposes of aid in the present 

international system have assumed new dimensions. The use 

of finance in diplomacy bas long history •. Some transactions 

that find their way into aid are little different from 

th elr earlier counterparts (such as reparation). 7 The new 

element today is the active participation by government in 

support of areas for which they have no direct political 

respousibility. Besides this, aid in the form of direct 

transfer of fonds from one independent government to another 

with the intention of helping the recipient country is new. 

Foreign economic aid constitutes transfer of capital 

goods, services and technical know-bow from one country to 

another on concessional terms i.e. more favourable terms 

than those obtaining concurrently in world capital market 

stock. Economic aid according to A.J.P.Arnold 

The flow of resources from the 1 ndustrialised 
countries to less developed countries - on one 
extreme, it is narrowly interpreted to mean grants 

7. Z.M.D.Little and J.M.Clifford, International Aid 
(Lon«bn, Allen and Unwin, 1965), p.21. 
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and long term loans tor economic purpose. But 
at another extrege, aid is defined as including 
virtually all aspects of edonomic relations 
between tho developed and the developing countries, 
not only grants but also investment and trade.(8) 

Foreign economic aid is defined as concessionary 

transfer of resources from one government to another. It 

can take tbe form ot goods (equipment and food) or finan

cial funds or tecbnologtoal expertise on concessionary 

terms. 9 It is a part ot the total resource i ntl ow into 

an eoono~. It is called aid because it is not determined 

by the same prtnotples vb1Cb govern the autonomous flow 

of trade and capital. Foreign economic aid is different 

from private trade and private toreign investments which 

are based on market incentives rather than concessionary 

terms and often don't involve government as actors. 

Aid and trade are both apparently economic variables.1 

Aid reveals the thrust of the donor into new political -

a. 

9. 

10. 

A.J.P.Arnold, Aid for Develo,ment -A Political and 
Economic study (LoUdon, 1968 , p.T. 

Klaus Knorr, Tbe Pol i ti cal Eoono f. of I nterna ti o nal 
Relations (New York, llh5), p.i6~ 

Richard van Atta and Dale B.Robertson, 0 An Analysts 
of Soviet Economic Behaviour from the Perspeotive 
ot Social Field Theory" in a book edited by Sattsb 
Ralcher and Craig Liske, The Politics of Aid, Trade 
and I nves tme nt (New York, 1 D'6 ) , p, 17 • 
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diplomatic sphere and it constitutes an unrequited transfer. 

But trade transforms domestic resources into exports, foreign 

exchange and imported foreign resources. Though both are 

instruments for exercising power internationally, but 

there is diference between the two. While the aid seems 

to provide funds to attain specific gmwth target which 

generally fails to materialise. consequently the debt '-

of developing countries keep mounting at an exponent .. rate. 

Trade, on tbeother hand with a growing capacity to 

substitute domestic production for imports Ellables the 

dareloping countries to grow without the help of concessional 
ll finance. 

Form! of Economic Aid 

Foreign economic aid is not sufficiently houogenous 

to be dealt with in a single category of allocation. It 

can be of v ar.ious forms. 'l'he word aid or assistance refers 

to flows which qualify as official derelopment assistance 

i.e. grants and loans a 

(a) Undertaken by the official sector, 

(b) For pmmotion of economic delelopment with wel.i•re 

as a main objective, and 

(c) at concessional financial terms (of a loan at least 

25 percent of which is a grant element) • 

11. Lester B.Pearson, PartnEEs in Dere1o12ment (.New York, 
1969) , P• ao. 
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In addition to financial flows aid also includes 

technical cooperation. It comprises grants (and a very 

small amount of loans) to nationals of the de.reloping 

countries, receiv in9 education and training at home or 

abroad and to defray the cost of teachers, advisers, 

administrators and simUar personnel se.tVing in the 

. 1 12 developl.ng countr es. 

The fundamental aim of all such assistance is to 

strengthen the power position of the donor and also to 

raise the lwe.l of output by changing and improving 

the methods of production in the recipient country. 

Morganthau has classified aid under six categories i.e. 

humanitarian foreign aid, subsistence foreign aid# 

bribery foreign aid, prestige foreign aid, military 

foreign aid and foreign aid for economic development. 13 

12. 

13. 

Desmond D.McNeil, contrfdictions of Foreign Aid 
(London,Groom Hel~i98l , p.9. 

B.J.B.Krupaaanam, ~og Dielom~ lDel.hi,. Lancers, 1985) , 
p. 20 and als~ see ans Morgan;; u, in George LJ.fka 
'l'he New Sta;rcraft' -.(Chicago_ Aldine Publishing 
COmpany, 19t6l , P• IX. 
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Ir»espective of its nature, aid can be of various 

fo.r:ms as shown below : 

FO~~ OF i'vRElG~ .ECOJliO!"U~ A.l:U 
• .. 
I 

I - ------~----------~~---------------------,------------1 I I 

C~ital COmmodity Assistance Technical 
Assistance ( e:Iuipment,goods etc.) Assistance 

I 
l • • • 

~---------·--~--------~-------------~---I 

Loans 
I 

Credits 

• • • 

• I 

Grants Others 
I • ..,....,__,, _____ _ 

I .. 

y 
• • I 

• 
I 

I I I 
SOft Hard Recurring Non Technical Services Tra 

Recurring equipment of in I 

: 
I expert ing 

fac 
lit 
ies 

f ...... 
I • 
Short 
term 

I 

t 
f . 
I • Medium 
term 

I • I • I 

I.Qng 
term 

Objectives of Foreism Economic Aid 

The principle aim of foreig-n economic aid is 

achiEred to three broad objectives (1) to supPlement 

domestic savings of the recipients, (2) to make available 

additional supplies of foreign exchange and (3) to 

facilitate transfer of technologies. The rece;pt of 

economic assistance, help the developing coun~ies Obtain 

the necessary tempo of their economic dfNelopment. 

But at the same time the developed countries also derive 

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

However,. the supply of foreign economics aid provides a 

useful channel between the dweloped and developing 

countries whereby both the transacting parties seem to 

gain. The basic objectives of foreign economic aid can 

be divided into short term pay offs and longer terms pay 
. 14 

off s which are as ; 

Short Term Payo_£~ 

(a) To stimulate additional co111nercial exports, 

{b) to get rid of burdensome surpluses, 

(c) to stimulate the foreign production of raw materials 

(d) to prese.a:ve abroad a favourable attitude toward 

foreign private investment or to promote the 

darelopment of public overhead capital that encourages 

such investment, 

(e) to compete for political influence .in the donor 

~ against rival states, 

(f) to gain the friendship of the donor state, 

(g) to consolidate the position of a g01rernment or 

regime that is subject to economic pressure,. whose 

preservation is politically favourable, 

(h) to project internationally the image of a country 

that cares about world poverty. 

-------------------
14. Klaus Knorr, n.a, pp.169~l70. 
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l!Ong er Tenn Payo fU 

(a) As poor countries become economi.cally more 

de7eloped they will offer richer export markets and more 

attractive fields of foreign private investment. 

(b) Similarly as the economic capacity of the poor 

countries steadily improves, their governments and regimes 

become more secure domestically and their own capability 

to resist external aggression is enhanced. 

In addition, however, long term expectations also 

involve benefits in terms of the entire international 

system which are given below : 

( 1) As poor countries become economically well off. 

their behaviour will become less dis.z:uptive and more stable 

and peaceful. 

(2) The economic growth of the destitute countries is 

also expected to produce a more congenial world environments 

in terms of institutions and policies. 

Thus, foreign economic aid has given a new dimension 

to the economic and political rel&ions betwem the dw eloped 

and dSI'eloping countries. It has become an issue of 

maintaining internationC:Ll diplomacy. national prestige and 

political expediency.J.S 

15. Bepin Behar!, Eacets of Foreigp. Aid (Bombay • VOra, 
196 3) • p. 34. 
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ARJ?roaches of Ai_g 

Foreign economic aid never have come into the 

world without its appeal ·to both nat4onal and transnational 

interests. DUring the later years of f*>rld ~ar II, economic 

content of national interest snerged prominently :and 

foreign aid was being used as an operative substitute of 

total war by the Super Power. The function of aid is 

visualized to strengthen and increase power position of 

the super powers. Moreover, the newly independent Afro -

Asian countries with serere problexns of underdevelopnent 

or due to emergence of economic nationalism in these 

countries perceived aid to fulfil their basic needs and 

aspirations to get rid of the vicious circle of poverty by 

modemising their economies and societies. As Holsti puts it: 

Economic growth and technological progress are 
among the main national objectives of dereloping 
countries not only because they are necessary to 
sustain increasing population but also because 
they are symbols of modernity and nationhood. { 16) 

There is a cont.rove.ry over the real function of aid. SOme 

are of the view that aid will lead to development while 

others consider that it Will lead to dependency. Honever; 

the concept of development itself has been-. vari~dly 

interpreted and defined. Generally, dENelopnent is seen in 

16. Quoted from Sushila Agarwal, Su~er Powers and the 
Third ~rld (Jaipur, Aal.ekh PUb Isflils, 1985) ,p.2 
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the dereloping countries as the economic continuation 

of the poLitical struggle for independence. For them 

it is an important means of creating a new national 

identity or breaking up of old restrictive ties. 17 Tbe 
concept of dependence originated as a critique of development. 

The Brazilian social scientist, :Dos-Santos -bas 

affirmed that 

By dependency, we mean a situation in which 
the economy of certain countries is conditioned 
by the dEN' elopment and e.xpan~ion of anotheJ; · 
economy to whl.ch the former .1s subjected. \ 18) • 

Thus, taking into account these concepts of 

development and dependency one could talk of two approaches 

to the study of Aid which of course have different 

implications for functions, scope and mean.i.Dg of aid. They 

are 

(a) The liberal approach 

(b) The non-liberal or Marxist approach 

i) The Classical Ma.rxist approach 1 and 

ii) The Neo-Ma.rx1st approach 

The Liber§!_Appro.a2£! 

According to the liberal approach, the cause of 

underdevelopment of the periphery {South) is primarily 
1v 

the int~al economic stagnation on account of inefficiency, 

-----
17. 

18. 

Lester B.Pearson, n.lo,p.s. 

Chilcote, Theories of CO~arative Politics: The 
Search for a Paradigm~ • Westview Press,I9gi), 

P• 296. 
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incompetence and disorqanization. Its exponents argue 

that the process of economic growth is restrained by 

low rates of production, inadequate savings or foreign 

exchange and insufficient capital investment. Lack of 

technology and social wastage etc. arer also held responsible 

fOr it. External financial assistance, it is felt will 

fill this resource gap and make growth possible. Capital 
are 

assistance and technical bel.pLto improve the use of both 

domestic and extemal capital or resources in the recipient 

countries. It will also enable to create the conditions 

for self sustaining economic growth. 

To liberal economic analyst, sel £-sustained growth 

implies that sustained growth can be achieved for a time 

with concessionary assistance, but not necessarily wi~hout 

it. It might also mean that without concessionary aid, 

growth could be maintained but at a very low rate. 19 To 

them, ·aid consisting of trans fer of capital and technical 

know-how on concessionary or easy terms is development 

assistance. The exact nature of the development assistance 

package depends on the conditions in each recipient country. 

19. Raymond .F.Mikesell, The !l::onomics of Forei§ln Aid 
and .self-Sustainin2 Development (USA,westvJ.ew,1983), 
p.5'S'. 



They consider that development is a linear process 

in which erery country• s economy passes through certain 

stages. For instance, Ros·tow• s familiar historical 

stage development hypothesis envisaged the following 

stages : 

{ 1) The traditional SOciety; ( 2) The long period 

during which economic and social preconditions for 

growth are evolved; (3) the relatively short period of 

15 

the ta:ke-off into self-sustaining growth; {4) the rapid 

rise to maturity; and (5) the era of high mass conswnption 

or altematively high social investment in military and 
20 space machinery. 

The important thing in Rostow• s approach is to be 

found in her third concept of take off as a unique stage 

in a historical development W~hich requires three related 

conditions : 

(a) a rise in productive investment 1 

(b) the development of manufacturing sector with a high 

rate growth1 and 

(c) the existence or rapid emergence of a political, 

social and institutional framework with a capacity 

to mObilize capital from domestic sources. 

-
20. Rostow• s original formulation appeared in .. The Take 

Off of Sel.fsustained Growth•, Economic Journal, --March 1956, pp.25-48. 
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Thus the third concept is essential for the growth 

process which is hampered by a shortage of capital, 

resources and low productivity or output. aostow, thus 

suggested that domestic savings or shortage of capital 

during the take off period coUld be supplemented by 

capital imports as to increase the lerel of investment 

required for the increase in the growth rate. 

The Chenery stmut model became popular and was 

broadly used as the baae~for both the administration of 

foreign aid programmes in individual countries and the 

estimation of global aid necessity. It combined three 

concepts (a) the skill limitation (the capital absorptive 

capacity); (b) the gap between domestic investment 

required to achieve a given rate of economic growth and 

domestic savings; and {c) the gap between foreign exchange 

requirements to sustain the prescribed level of domestic 

investment and the country•s foreign exchange ea.rnings. 21 

A country• s progress towards the goal of self

sustaining growth at given target could be constrained 

by three factors {a) the skill limitation; (b) the saving 

limitation; and (c) the foreign exchange limitation. It 

was argued that foreign aid could play a role in alleviating 

--------
Chenery st:gutt_ .. Fqreign Assistance and Economic 
Derelopment , JWerJ.can Econom.t.c Review, Sept.,1966, 
PP• 679-723. 
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these constraints and could promote the level of 

investment necessary to achiwe eventual self-sustaining 

growth. In addition, countries would need to take 

appropriate measures with the help of foreign assistance 

to remove internal obstacles for raising investment to 

the required lwel. 

Besides self sustaining economic growth, there is 

another· approach of aid known as the •basic human needs•. 

The basic elements of this approach are (a) greater emphasis 

on increasing agricultural output in rural sector; (b) the 

adoption of technologies that increase employment; (c) more 

equitable distribution of social progress; and (d) an 

increase in education and training with special attention 

to opportunities for the poor. 22 

It is neither an ant.t-growth approach nor simply 

a welfare programme because its objective is to increase 

employment and productivity in the poorest sectors of the 

economy. The liberals consider economies of dereloped 

countries as service oriented. Increase in production and 

employmEnt in their view lead to economic growth. This is 

likely to have important political consequences by providing 

a constructive outlet for nationalism,. encourage social 

progress, develop political leadership and encourage 

confidence in the democratic process. 

22. Raymond F .Mikesell, n.l9 . , P• 28. 
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The liberals even emphasize international political 

econo~ and accept that multinational corporations have 

created linkages among nations and they generate a specific 

theory of international development. The mechanism of 

transfer of capital and technology is the same but the actors 

here are Jllllltinationals instead of governments. To the 

liberals the role of foreign aid is to bring out change 

from economic stagnation to self-sus tat ning growth 1 n the 

developing countries. They bold that the cause of the under

development of periphery is mainly because of internal 

stagnation or sluggishness and its cure is outside help 

from the developed states in the form of concessionary aid 

which is an instrument to speed up tbe process of develop

ment of the developing countries of the Third World. 

To conclude this discussion of relative roles of 

external capital and domestic policies in development progress 

one is tempted to quote from an article by Gustav Rants. the 

former Chief of the Bureau for Programme and Policy Coordi

nation of AID 

But perhaps the most important among the not 
so subtle changes in less developed countries 
(LDC) policy attitudes is the growing recog
nition of what increased participation 1 n the 
world econo~ via trade, capital and technology 
imports, can and cannot be. Such participation 
can and give substantial help to any development 
effort •••• 1 t provides a system with additional 
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options, resources and flexibility •••• but the 
basic issue of whether society's development 
goals vill be attained is likely to be 
decided at bome. If an effort is being made 
to alter the domestic parameters, foreign 
capital can of course be helpful in effectiQg 
the often painful "transition; it can also 
help enable this system to preserve on the 
old tracks a bit lo~er. Either way, the 
impact is ma.rgi nal; there are strict limits 
on what the rest of world can do to atfect 
the performance of typical world ecoDOD\Y• 
After years of overselling impact of foreign 
aid and foreign capital; everyone nov bas 
a healthier more realistic view of the 
problems and limitations. (23) 

Marxist Approach 

Marxist approach is just opposite to the liberal 

one. It considers foreign aid and technical assistance 

as nothing but mechanisms of the developed west to extract 

wealth of the·developiqg countries. Aid giving bas origi

nated for 1be so ... oall ed purpose of promotl ng economic 

growth in the developing countries in order to make 

tbemself self-reliant. However, in retrospect, aid bas 

made the recipient less developEd and more dependent on the 

23. Ibid., p.22~ 
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developed donor countries. It is generally known as 

dependency approach and can be divided into two (a) 

classical Marxist approach; and (b) Nee-Marxist approach. 

Marx believed that the penetration of capitalist 
' modes of prodUction into the Third World' i}i a historical 

progressive process as it represented a clear, social and 

economic advance over feudal and other pre-capitalist 

modes of production which it swept aside. The core 

proposition of Lenin• s theory is that the pressure to 

expand overseas which led to "grab of colonies" was 

an expression of the economic imperatives of mature 

capitalism. According to Lenin .. Imperialism is quite 

simply the highest stage of capitalism•. The enevitable 

crisis of capitalism arise out of the tendency for productive 

capacity of industrial capital to outstrip the c:uJ.pacity for 

consumption of the mass of the population- this being 

limited by low wages. The problem of • excess capacity or 

surplus capital' arise anct/:an be resolved by expctrting this 

capital to the so-called backward countries. This also 

necessitated political protection for the new foreign markets, 

investment and raw material sources. colonial annexation 

se.rved the purpose. While keeping rivals out and thereby 
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I 

make these colonies dependent upon capitalist system•. 24 

The Radical Marxist beliere that the western 

countries had development not by the laws of market but 

by a partie~ sequence otforld conquest and land occupation. 

The radical theory of dfN'elopment fundamentally disagrees 

with the conventional (liberal) viewltllflalling both the cause 

· and cure of underde.relopment. To them, the cause is 

international exploitation by the dmeloped friends and 

cure is a fundamentiU, change in international relations. 25 

Radical theorist claim that the causes of underdevelopmeot 

are external in origin. According to than, the developing 

countries sell raw materials to the dereloped countries and 

purchase manufactured goods in return. The prices of 

primary products don*t rise to the extent..as the prices of 

industrial goods have gone up. tihen the unfavourable balance 

of trade is on increase the third world countries have to 
,·.:~ :'.... 

depend on the der eloped countries and the dependence is_;.....,~ 
' "" . ·, 

perpetuated. 
I 

Radical critics contend that aid cannot encourage 

dE!ITelopment because it is designed to pe.tpetuate and 

increase under-derelopment. In their view aid stunts 

24. 

25. 

Andrew Mack, David J?lant and ursula Doyle, Inn;;aerialiam 
lntezvention Develo;P!!!~ (LOncbn, Croom Helm, 1979} , 
pp.6-'7. 

s. Rosen and w. Jones, "The Radical Theory of Development". 
in a book edited by Andrew Mack,David Plat and Ursula 
Doyle, Imperialism, Int!£!.._entk>n and Development (London • 
. ~room Helm, 1979), PP• 246-248. ~ _ . . 
'' •' f' ~ ~cP~~~~ 
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agricul. ture, encourages trade, and investment and reinforces 

the dominance of exploitative southern elites. For instance, 

industriaJ.<development is dependent on eXports (which generate 

currency to buy capital goods). Exports of the developing 

countries are controlled by the capitalist elites which in 

turn is tied to foreign capital (as they remit their capital 

abroad) and contxols the marketing of exported products. Thus 

foreign aid does not lead to social welfare rather seem to 

increase the unequal distribution of income in the d«eloping 

countries. National income gets concentrated in the hands of 

few. They stress that •The d«elopmen-c of capitalism in the 

Third World is impossible except as a distorted and feeble 

caricature of the western capitalism•. In their view the 

net flow of resources is not from rich to poor but from poor 

to rich. The Third WOrl~ountries given economic aid to the 

west an~ot vice versa. The radicals consider that foreign 

aid greatly accelerates the de.velopment in the developed 

countries. 26 

.ACcording to the structuralist approach, intemational 

political economy is gearing the structures of dependency and 

dominance. The economiefi,f the 'periphery• have evolved in 

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

26. Andrew Mack a.nd Richard Leaver "Radical Theories of 
underdevelopment. An assessmEIOt in a book edited by 
.Ancirew Mack, David .Plant and ursula Doyle, 11Im~Sriallsm 
~~tion and dEV!J.opment (IDndon, 1979) ,p. s. 

27. . susbtlla 1\garwal, n.l6, p.l4 • 
. / 
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The underdeveloped areas were suppressed and controlled 

by the • cent,re• thereby reduced to the supplier of cheap 

raw mate:i:ials:for the industries of thee entre i.e. dell' eloped 

countries. 

The structuralist thinkers consider that aid does not 

t.r:ansferm the .:iouth and. therefore has little impact on 

North-~outh relations. Rather aid simply becomes a new 

lfieature of economic dependence. Under which economic 

decisions are taken beyond the deV'eloJ?ing country• s boundary 

and thus outside its cont.rol. 28 so the dependent countri.es 

are unable to exert any substantial influence on the 

basic decisions affecting their national ecQnomy. According 

to Furtado-

Initially dependency relations weee based on the 
intemat1onal divisions of lal:>ouJ:" in which the 
oominant centres reserved for themselves the economic 
activities leading to the concentration of technological 
progress. ( 29) 

Fu.tfaoo• s emphasis is on the need to study the 

structures of the world economy as entirely within which 

t.t-H~ d~el.oping countries are sub-systems. No doubt, in the 

years following ~"'Irld dar 11, d.ependene has been maintained 

28. R.Mack. and R.Lever, "Raci.ical Theories of UCY'elopment .. 
in a book ed. by Andrew Mack, David .i:>lant and Ursule 
Doyle, Imperialism, Inf$r:v ention ~d uevelopment 
{London, Ctoorn Helm, 1979), pp.260-26i. -

29. ;;)unil Kumar Sahu, "A Critique of the Theory of 
Dependency .. , in Man and. DeveloPment (Chandiyarh,), 
vol.7,no.4, Dec.,l985, p.llS. 
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by controlling the assimilation of new technologies through 

the establishment of proactive activities within the 

dependent developing countries, all under the contz:ol of 

groups incorporated into the dominant economics. All 

Marxist either radical or structuralist view that aid 

creates a state of dependency. 

Neo-Marxism adds another dimension to the structural 

dependence approach; application of thcfaarxist class 

analysis to contemporary capitalist impei:i'.alism. Neo

.fl1arxism is that subject of Marxists thought which attempted 

mainly since 19 45 to come to terms with the now notorious 

paraoox of Marxism• s practical success in underde.reloped 

areas. Neo-Marxism is that l-1arxism which represents 'the 

absorption and adaptation of Marxists principles to the 

concrete and specific problems of the hundred-odd. countries 
30 of the Third World. 

According to Neo-Mar..ist, neo-colonialism is a~ 

adaptation of colonialism to a period witbout for.mal 

empires. Under Neo-colonialism, most Third ..;or ld nations 

have become dependent on the international economic systEfll 

------
30 • S.Kubalkova, International In«<Ualit;t, Chapter lll 

The Third World Dependency and the new International 
Economic Order (London,l981), pp.lO l,.l04. 
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&minated by the western capitalist powers for markets, 

technology, financing and eren basic food stuffs to such 

a point th•t these less deTeloped countries may be called 

'hooked•. They cannot do with their depmdence, but just 

as well, they cannot do witbout it. 31 

A great theorist Palma quotes ; 

One (pennanent in Marx• s and Engles writings) 
involves plunder (of wealth and slQVes) and 
export of capitali.st manufacturers to the 
peripheral countries. The second {u_ppermost in 
Lenin• s writings} involves export of capital, 
competition for supplies of raw material and 
growth of monopoly. The Third involves more 
complex post-colonial dependency (32). 

Neo-Marxist hold thtit the causejof underdereJ.opment 

could vat~iously be attributed to the world. capitalist 

economy i.e. mode.m capitalist imperialism. It comprises 

•a complex of private corporate policies, supplemented by 

induced govemmental support., seeking to derelop or secure 

sources of~aw materials and food, secure markets for 

manufacturers and secure outlets for both portfolio and 

direct capitalist investmmt•. 33 The expanding and 

deepening of world capitalist economy will lead to slow 

down and to control the dE.Velopment of underdeveloped country. 

31. 

32. 

33. 

Tony Smith, 69t~colonial Nationalism and western 
Res129n§e in il50o:Kedlted by AAdiEW Mack, David 
Plant and ursula Doyle, Im~e~~~lijm' lnt!£Vention 
~~elopment (London,E'9), P• o. 
p.·w.Preston, Theories of Darelopment (London 
1982), P• 212. 

A Kubl akov a, n. 30, PP• 10 l-10 4. 
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Baran, the first e~er Marxist, who attempted a fUll 

-examination of the effects of capitalism on underderel.ope<i 

countries said ' 

The imperialist powers protect a feudal 
mercantile order, therefore, the weal thy 
classes in the peripheral countries are 
pre.rented from de.reloping into a middle class 
industrial bourgeoisie, which coUld create 
local national capitalism. The resulting 
social order tends to come under the control 
of a coalition of weal thy compradors• and 
la~e landowners who together with educated 
salariat, from the part of structure through 
which the bulk of surplus is assured to the 
transferred to the •centres• even after the 
colonial ru.l e is over. ( 3 4) 

The Neo-Marxist consider multinationals as an instrument 

to extract huge profit from the developing countries. 

They create a satellite class in the receiving country 

by giving higher wages and salaries to a few persons 

who are tied to mUl. tinationals. These companies thwart 

all local enterprises which perpetuates dependence on 

the dereloped country. 

'l'hat the dependence inhabits the dEWelopment of 

the dereJ.oping countries has been one of the main points 

of agreement between the Ma.rxia'tf'and Neo-Marxist theorists. 

They view that aid is ineffective as an instrument of 

development. Rather it is a new form of dependence on 

the developed countries. It creates a stage of indebtedness 

in the developing countries as they are continuously having 

-------------------
34. Sunil Kumar Sahu, n.29, p.l39. 
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a deficit balance of payment because of unfavourable 

balance of trade. 'l'heir capacity, to save is also very 

little. Economic imperialism nurses its ugly head in the 

guise of aid. 'l'eresa Hayter remarks ; 

Aid has neter been unconditional transfer of 
resources and usually conditions attached. to 
aid are clearly and directly intended to serve 
the interests of governments providing it. (35) 

Inspite of disagreanents between the liberal and 

Marxist approaches about the cause of underdevelopment of 

the periphery or South, both agree that development is 

needed in south ('l'hird WOrld countries). Political 

realist Hans J Morganthau accepts that aid is used in 

differmt circumstances in differEOt forms but the basic 
36 function of all types of aid is political. Edward d. 

Mason, accept the fact that foreign aid is an instrument of 

foreign policy. He observes a 

35. 

36. 

37. 

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

Teresa Hayter, bid as Imperialism (London,l97l),p.4. 

Hans Morganthou in George Liska's The New statecraft 
(Chicago,Aldine Publishing COmpany, 1966) ,p.-lX. 

Edward s. Mlson, Fgrei~ Aid eei For,jl.gn Policy 
(New York, Harper an HOw,! ),p •• 



28 

rihereas developing countries need aid because of their 

internal and external compulsions, internal stagnation, 

lack of technical know how and their exploitation by 

capitalist countries for the donor countries_, it is 

aimed at to improve their position in the global balance 

of power.· 

:roreign policy a series of actions and inputs 

that a nation state makes use 0 f for influencing the 

behaviour of other states and also for the protection 

of its perceived goals. The economic instruments including 

aid serve as a powerflti tool in the achievement of these 

goals. Aid diplomacy comprises a whole range of activities 

involving use of material and human resou.z:ces for the 

achierenent of the ends of foreign policy of the donor 

country. The donor exercises 'leverage• so as to induce the 

recipients to act in certain way favourable to donor• s 

interest. 38 

Aid has also been used a.s an outlet for surplus 

goods and has invariably been used by the donor states for 

putting pressure on the recipients or for building up 

strength vis-a-vis its opponents. Foreign policy decisions 

of economic dependencies or recipients constitute what 

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

----------------
38. Desmond D.McNeil Contradictions of ~oreign Aid 

(London, :room Helm, 1981) ,p. "27:-
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pressure exercised by forces within and without policy.
39 

It is very difficult for the dereloping countries to achieve 

independent economic derelopnent by getting rid of economic 

subordination. National policies of donor countries 

with respect to fOreign aid differs considerably as they 

are rooted in political policies and historical relationships. 

Aid as an instrument of foreign policy implies that foreign 

aid programmes are shaped with the interests of both the 

recipient and donor countries. The attempt of donor to 

promote material advance by the supply of external 

resources tends to influence values and indeed the 

de~elopmat process of the recipients. 40 

Aid involves much more than economics, since it is 

an important instrument of foreign policy. For the donor 

countries aid presents subsidised markets in the recipient 

countries. Its prospects and provisions have undoubtedly 

influenced them. The recipients may or may not have wished 

to adopt such policies {supported by donors) in the absence 

of foreign aid. But in order to avoid donor• s influence. 

the receiving countries prefer to obtain assistance from 

seteral sources rather than excessively dependent on one. 

--------------------
39. 

40. 

N.R.Richardson, Foreirn Policy and Economic DeEendenc~ 
(New York, l'exas;I9"64 , P• 4. · · 

a.~iard and l;).'l'.Bauer, Two Vif!!rls on Aid to Develoein£1 
Countries (Bombay, vora,l968), p.SJ. ---
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It is unrealistic to expect that the donor 

offers aid purely on humanitarian basis (howerer one 

cannot rule out the existence of humanitarianism as an 

element). It may perform a poli·tical function in the 

sense that it is likely to influence the attitude of 

the recipient country towards oonor either for worse and 

better. Moreovii!J", foreign aid doctrine in the recipient 

countries while often broadly in accord, with the inmediate 

objective of the donor is usually based on entirely 

different philosophy of aid f.rom that held by the donor. 

Recipients may regard aid as an obligation of the rich 

countries and a right of the poor· countries. 41 In fact 

they often consider aid as ~~e compensation paid by the 

former colonial power for exploitation of their resoumes. 

No doubt, the reipients have suspicion and resentment 

towards aid diplomacy of the donor countries but still they 

are ace epting aid in order to fulfil their immediate 

requirements. 

Aid bears a double stigma i.e. the stigma of 

charity and suspicion. The selfish interests of the donors 

may be just as much economic and political. while the 

41 Raymond E.Mikeshell, The Eoonomiga_o f For~ 
~(London, ~eldenfeld Nlcloson, rg-&§l , p. I. 
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recipients of aid are certain to approach its utilization 

with political and economic considerations in mind. Aid. 

as an instrument of foreign policy exists because the 

governments of the dEfleloping countries think they cannot 

achier e economic development of their own whereas the 

dereloped countries think they can dominate over these 

developing countries by giving aid. l.n principle,. however 

relatively little effort has been made in donor countries 

to analyse the relationship between fOreign aid and 

foreign policy. But still old maxim has much validity 1 

MHe who pays the piper calls the tune•. 42 

FOreign aid has always been a bulwark of diplomatic 

ef£o-rt. l.t is by and large now agreed among scholars of 

intemational relations that aid is a vehicle for the ends 

of the donors who must gear their aid pr()grams to pursue 

foreign policy goals wen though the superficial objective 

might be self-abnegation or self abandonment. It may be 

pouched in phrases such as •service of humanity•,. helping 

mankind or sharing •economic benefits•. 43etc. but its real 

objective coUld be entirely differEilt. Aid for recipients 

has become a new feature of economic dependence and a 

symbol of economic weakness because aid has al tere<i neither 

-------------------
42. T.A. Bc,.iley,. The Art of Oisrom~ The AmericS!!, 

ExQer 1eqce (New-torR, 196 , p.-199. - • 

Dewan Chand Vohra, Ind~a• s ~id DiEf'!m..!cl in t:ne 
Third World (New Delhi, vlka:s Publ shing House;' 
i980) .. p. 2. 
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the distribution of wealth and nor er en lead to growth. 

However, the social-economic climate of international 

arena has made aid an instrument attractive to donors as 

well as recipients. 

Aid diplomacy has been practised extensiv eJ.y by 

superpowers, middle powers and lesser powers depending 

on their natural resources and lerel of economic dereJ.opment 

in order to promote the.tr national interest and keep 

their influence, status and prestige in the world. Aid 

has become an instr\lment of influence ever since the 

cold war started between the USA and the soviet Union soon 

after World war II. Bo~ the WA and the USSR perceived 

aid as an instrument of influencing the underdeveloped 

economies of the Third .-IOrld which are either friendly 

to their ideology, or atleast not friendly to other siee. 

Though both of them want to save the world from hunger, 

want and destitution, neither is prepared to act accordingly. 

They have defined all issues in accordance with their 

ideological, strategic and politico-economic interests. 

While most or the colonial structure crashed after world war 

II, the developing countries are deteDDined to throw off 

the remaining shackles of economic stagnation by transforming 

their traditional economies into modem one. consequently, 



the revolution of rising expectations is taking place. 

Paul G.Hoffman has rightly analysed 

••• in all probability there was always 
something smouldering unrest but it did 
not brust into fl~e:s until the advent 
of world war .II. ~44J 

33 

F.t'Om the mid 1950's the less developed countries 

are becoming more numerous and outspoken and somewhat more 

united and specific in their demands for international 

economic refo.rm. 'rhe Northern countries accept their demands 

when the de.v eloped market economies beg in to perceive a 

threat to their traditional position of political dominance 

and security in the developing and the least developed 

countries. Moreover thej;SA has expanded its security 

interests to certain parts. of the aouth, particUlarly to 

the bordering states of the Soviet Union and the Peoples 

.Republic of china and to certain Middle East countries. 

They also began a fairly significant assistance progranme 

to the southern countries. 

The link between development and national security 

as a part of American foreign policy emerge only when 

soviet Union pose a threat to the Third 14orld. As KhruschchEN' 

announced that competition with the dest was to be 

expanded to less developed coWltries. In 1956 KhruschchEN' 

announced a new Soviet Policy in the Third world i.e. 
_____ , _________ __ 
44. Quoted f~m Sushila Agarwal, n.l6,p.l9. 
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'l'hese countries although did not belang to 
the socialist world system, can draw on its 
achierements in building an independent national 
economy and in raising their people's living 
standards. Today they need not go begging to 
their former oppressor for modem 4:!Q:uiprnent. They 
can get it in the socialist countries. free from 
any political and military obligations. {45} 

In the super power view, howere~,the question has 

not been whether developing countries will be able to 

induce economic growth; rather it is what political and 

economic measures will be undertaken to ensure growth • 

.. Am;.;...;;;e .... r.-i .... c,_an .... ..f:id Aim,! 

At the end of world War II, the USA found itself in 

a historically unique situation. as it was much better off 

economically than at the beginning of war. However, at this 

time the economy of European countries was in bad shape. The 

USA pr<wided economic assistance to the countries of Westem 

Eiirope to reconstruct their war dev as ted economics under 

Marshall plan. This was considered essential to contain 

coumunism. Later on, under Truman• s point four programmes 

( the policy of the us to aid the efforts of the people of 

economically underdeveloped areas to dar el.op their resources 

and improve their living conditions) - developing countries 

were also included in order to contain cormtuni:Jm from Asia. 46 

45. 

46. 

Joan Eldeman Spero. n.6,p.l54. 

Goran Ohlin, "FOreign Aid and Policies Reconsidered 
(Development Centre of the OJ;'9ani~atlon for Economic 
coopera~ion and Development 'O:&:D) Pars,.Feb. ,1966). 
pp.ls-;16. 
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As the Korean war brought Asia into sharper focus. So 

ideological it may be contended that the political aud 

strategic considerations shaped US aid policy in the 

Third World. Soviet entrance into tbe field of foreign 

aid as competitor of the USA was startling and worrisome 

tor many American officials. American conviction that 

the Soviet Union could not compete in the field of aid 

was shaken. Thus competi tlon with the Soviet Union became 

a new and an important inference of American aid. 

Communism as a manifestation of equality of status 

became an alternative for the people of the Third World 

countries who a.re trying to speed up the process of nation 

state build!~ and also economic development. To the 

American officials however, aid as an instrument of foreign 

policy is best adopted to promote economic development. 

Development is not an end in itself but it is a critical 

element in the American foreign policy i.e. in most countries 

some progress in the economic sphere is essential to the main

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

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

The USA invariably gives aid to the private sector • 

.In doing so it is aimed at spreading the ideology of 

democratic institutions and capitalism. l.t also aims to 

influence the process of political and economic development 

of the Third world. President Ronald Reagan in his state 

of the Union address to the Joint session of COngress on 

26 January 1982 said ; 

when radical forces threatED our friends, when 
economic misfortune creates conditions of 
instability, when strategically vital powers of 
the world face under the shadow of Sov~et power, 
our response can make difference between peacefUl 
change or disorder and violence. That is whey we 
have laid strets not Qnly over defence but on 
our vl.tal :foreJ.gn ass.:Lstance programme. Your 
recent passage of tore1.gn ass'l.Stance act as a 
sEQuel to the world that America woUld not shrink 
from eaking investments necessary for both peace 
and security. (48) · 

.::So.-v.;;...;;;;i.-el:,_Aid Aims 

The soviet union hopes through aid to create a 

world which is predominantly pro-communist, Pro-ussR and 

anti-western in its mode of thought, behaviour and 

47. 

48. 

Quoted fxom book, Sushila Agarwal,n.l6,p.21. 

Murlidhar DhaJ:mdasani, Politic~ Econom¥ of 
!2£eige Aid in tbe Thirdiriorlq Varanas~,l984),p.19. 
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obligations. It considers foreign aid as a means to 

Derel.opment of the state sector exerts a beneficial 
effect not only on the economy but, also on the 
political life of the dweloping countries. 'l'he 
growth frustrates the neo-colonialist plans, 
restrict domestic private capital enterprise and 
exerts a favourable impact on the alignment of 
class forces in the country. As national 
industry develops, the ranks of the proletariat 
grow and rally the progressive forces of the 
nation, chec:rking the onslaught of intemal and 
external reaction. (49) ' 

The Soviet, is motivated by her urge to draw the 

less de/eloped countries away from the hold of the 

capitalistic bloc. It also helps them to live and 

detelOp independently along with the non-capitalist path • 

.soviet ai<i programnes are so planned. that in the long run, 

the class structure of the recipient countries is boun<i to 

change and structural changes in the international system 

are also EllVisaged.. 'l'he soviets want to strengthen their 

49. V.Panov, The Economic Wra~ of Neo-Cblonialism 
(Moscow, !972), pp.ioo- o~ 



position by prE.Venting Third J4orld dependence on the 

western bloc. Again Panov says : 

Friendly econo~ic ties existing between the 
soc.:Lal115t and e1ev elopl.ng countries play an 
important part in the struggle, the latter 
are waging against the n~colonialist~ for 
their nat10nal economic independence. \50) 

38 

The soviet e::onomic assistance appears to be related 

for more to support ideologically compatible allies. the 

search for strategic benefits and building up the 

foundations for future political influence. The point 

was cleared by the soviet leader Leonard Brezhnev. He said 

The Soviet Union will strive to help the people of 
the newly indpendent countries to solve the 
problems of their economic development. Assistance 
of the ld.nd lessens the dependence of the young 
state on imperialism. monopoli6s and furthers the 
consolidation of the anti.-imperialist front. (51} 

Both the USA and the USSR hope that economic aid 

will condition intemet.tionctl environment by making it 

conductive to their respective concepts of desirable social 

political and economic progress. When viewed in tems of 

long range motivations both the Soviet and American aid 

-----------------
50. Ibid. , p. 10 4. 

51. Dharamdasqn~ n.47, p.20. 
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diplomacy essentially efforts in pursuit of milieu 

goals. 52 Such a policy invol.ves an attempt by a state 

to change the international environment or to increase 

the lik~ihood of its own interest being attained 

efficaciously.53 The emergence of a well articulated 

opposition to colonialism in the overt forms has pronvted 

the leading big powers to rely on aid_/and other subtle 

and sophisticated means of influence on the less developed 

countries - George :L•ska said : 

52. 

53. 

54. 

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

Aid as an instrument in the attainment of 
milieu goals sequences neither a complete 
compatibility of interests between the 
donor and recipient. not a relationship of 
depEildency. Milieu goals as used here is 
a concept of Arnold wolfers presented in 
Discord and Collobration (Boltimore. John 
Hopkens-Press, 1962),-pp.73-74. 

Robert s.walters, 6ffierican !nd sovi~ Aid -
a comparative study (USA; P ttsburg~970), 
p.49 •. 

Georg4? LiskDt,i'he New Sta,te Craft {USAI Chicago 
Press.fl~9~), p.S. 
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Aid diplomacy should not be understood only in 

terms of developed countries relation with the 

deteloping countries but also .ill terms of intra

developing countries relationship. one of the basic 

feature of the inte.mational system from 1943 onw~ds 

is the interdependence of national societies. conscious 

of the increasing importance of economic factor and 

interdependence of the countries. India has consistently 

worked towards strengthening its relations with both the 

developed and the underdeveloped countries. 

India has paid special attention to its neighbours 

in the south Asian region who are non-ali911ed. It shares 

with them the need for cooperation for nutual benefit and 

development. Aid diplomacy in our times, it may be 

pointed out covers cases where a relatively nore deteloped 

country shares her experiEnce and expertise with a less 

developed country for mutual benefit. The level of India • s 

aid diplomacy in south Asia reflects the extent to which 

it has developed itself in the field of science and 

technology. The question which usually arises is whether 

India has used aid diplomacy for economic cooperation or 

for influence in South Asia. Inspite of being the 

recipient of massive assistance itself, India on its own 

part is giving aid to south Asian countries for 



geographical and strategic reasons. 

Although ~ndia • s aid progranme is small when 

compared to more affluent countries, yet it acquires 

importance in view of her economic limitations. Its 

foreign economic aid can usefully be applied to the 

growth of south Asian development as India shares 

hopes and aspirations of South AS .ian countries for 

better living standards. Accordingly. the conduct of 

aid diplomacy by middle powers such as India has 

assumed significance in the south Asia region. 

41 



42 

INDIA AND SOUTH ASIA 

south Asia is a remarkable region for the desperate 

foreign :POlicies and inte.mational linkages of all 

its component states. It i'S a region with unequal and 

different levels of econon\ic development, within the 

broad and divergent framework of pre-capitalist or 

capitalist modes of production with varying degree of 

depmdency on westem capitalism. a profusion of 

bilateral conflicts and last but not least. India' a 

predominance in size, . population, resources and economic 

capabilities India takes itself the statliis of great power 

in south Asia. India • s geographical location somehow 

gives her a central :POsition. Moreover, its advanced 

industrial output, technical know-how, skill and manpower 

demand India to play a dominant role in the region. A 

scholar of ~ndian foreign policy has observed 

Geopolitical consideration, which often are 
basic to state's foreign policy, indicated the 
rationality of an independent and important 
role in world affairs on the part of lndia. 
Plnerging as the seventh largest state with second 
largest population in the world, with a re1a tively 
large stock of natural resources, India in 1947 
had the power potential necessary for influencing, 
to some extent, the course of contemporary world 
politics. (l) 

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

ed. Indian Foreign Policv: The Nehru YJtC!r..! (Delhi, 
1976};P:T71. ·-· 
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The chapter ":India and South Asia" for the sake 

of convenience can be divided into five sub-sections 

(a) India• s position .in South Asia, (b) India' -s foreign 

policy aims (c) India• sr foreign policy in South Asia

NE.W challenges and opportl.lnities; and (d) India• s 

capability to play a dominant role in south Asia. 

(A) India• s Posi~on in Sou!£ Asia ; 

South Asia is a compact area of geographically 

proximate states interacting with each other and sharing 

comnon bonds of history and culture. Though the region 

is comparable to Europe in size and population but it 

is economically backWard. South A.sia has one of the 

highest population densitie&o about a quarter of world's 

population lives here on only 3.3 percent of world's 

surface land. With its population of 830 million and 

one fifth of world's total, South Asia is a thickly 

populated region. 2 

south Asia is bordered by sea on three sides (the 

Indian ocean, the Arabian sea and the sea of west Bengal) 

and has a natural barrier in the north in the high a,e,titude ____ , __ _ 
2. P.G.Salvi, India-!e world ~ffairs (New Delhi,D.K. 

Publisher,l985}, p.6l and Pran Chopra,•sauth Asia 
and strategic Env ironment•, ~I .. Journal (NEW Del. hi) , 
July-Sept. 1977, pp.20l-202. 
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UDuntai.nous ranges of the Himalayas and the Hindul<.ush. 

It is separated from West Asia by the massive Korakoram 

Himalayan ranges. Its location places it at almost as a 

midway Junction between the middle east and the South 

east Asian regions. It adds significance because the 

northern borders of the five countries of ciouth Asia 

{India, Pakistan., Nepal, Bhutan and Bangladesh) touch 

the southern borders of the two major powers of the world 

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

At present, the ~outh Asian region is only a geogra

phical area unlike the other recognised groupings of 

countries such as ASEAN (Association of South east Asian 

Nations) and covers the political divisions which lie 

south of the liimalayas and north of the equator. Cbe 

common factor which links all these south Asian countries 

is that they are geographically contiguous with co111n0n 

land frontiers or common economic exploitation zones 

of sea which are nore or less clearly demarcated and 

accepted by all south Asian countries through bilateral 

3 agreements •. 

3. v.D.Chopra, Pakistan and Asian Peace {New Delhi., 
Patriot, 1985) ,-p;!o9. 
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South Asia presently comprises se.ven states - l.ndia, 

Pakistan, Bangladesh, Nepal, Bhutan, Sri Lanka and Maldives. 

Traditionally, the south Asian sub-system includes countries 

of the Indian subcontinent from Afghanistan in the west 

to Burma in the east. Both Burma and afghanistan are 

'borderline' cases in that th~ belong to south east 

Asia and South west Asia respectively. South. Asia became 

a reality in 1947. Although, Sikkim as one of the 

constituent countries of South Asia, became a part of 

.India in 1975 by thirty sixth constitutional amendment 

and Bangladesh, previously an east wing of Pakistan, 

emerged in 1971 as a sovereign independent country. With 

the formation of South Asian regional cooperation in 1983, 

the problem of ident·ifying the countries of south Asia has 

become simpler. south Asian states ever since their 

emergence as independent menbers of international oomnunity 

present a mixed scenario of social, economic and political 

dynamics. south Asia is a strange admixture of liberal 

democracy (India), Presidential system· (Sri Lanka), 

Military dictatorship (Pakistan and Bangladesh) , absolute 

m:>narchy under the cloak of panchayat democracy (Nepal) , 

constitutional monarchy (Bhutan) and nepublican monarchy 

(Maldives) • 4 

4. Praflt)d Kumar Misra, South Asia in International 
f2!!H<I! (New Delhi, U.D.H. ,1984), p.lai:----···-
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Populous, underder eloped, abounding in inner 

conflicts and external interference, pressures and 

threats, the nations of the South Asial-)region are the 

poorest in the world. 'rhe basic characteristic comnon 

to all countries in the region is that· they are predom.i,.. 

nantly · agricUl. tur al. Their rate of population growth is 

high with low per capita income of $70 to 100 which is 

the lowest in the world. 5 The significance of the region 

is that about 20 percent of the global pJpulation lives in 

south Asia and they account for 27 percent of the 

population of .the developing countries in the world.6 

Pe::>ple in the region are economically backward, using 

Obsolete methods of production which consume roore capital 

percent per unit output. Labour efficiency is low though 

major industries are labour intensive indicating that they 

a.r e technically backward. 

south Asia,. more widely known as the Indian peninsula 

has a long heritage of its own. ~ndia having the largest 

territorial area, is a country of a subcontinent vastness 

and variety. It is a landmass, stretching approximately 

s. Pran Chopra, •south Asia and its Strategic Environment". 
USI Journ§!. {Delhi), July-Sept., l9??,p. 202. 

6. Nati;9.JlM Herald_(New Delhi) 9 Jan., 1984. 
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3000 miles from North to South and 2,500 miles fJ:Om east 

to west. With all south Asian actors lying on its 

geographical periphery~ India has 3,500 mUes of coastline, 

9900 miles of land frontiers and 1.26 million miles of 

land area. It is approximately thirteen times as large 

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

of the size of canada and one serenth that of the Soviet 

union. 7 

The predominant characteristics of the South Asian 

region are (a) SOuth Asia is an Indo-centric region; and 

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

South Asia is an Indo-centric reg-ion i.e. India is 

central to the region geographically and also in terms of 

socio-cultural and economic infrastructure of the region. 

India towers her neighbours in SOuth jl\.sia in size, populatior 

resowx:es and levels of technology in a way no superpower 

does. Neither the USA nor the Soviet Union nor eY"en China 

so completely dominates its neighbours in the way as 

7. Peter Lyon, .. lndia•s Foreign Policy•, dQuth ~§,!an_ 
Studies (Rajasthan) vol.4,no.l, Jan.l969,pp.4-5. ---

9. S.D.Muni, •India and Regionalism in South Asia•, 
in Bimal Prasad, ed., Indiat>Foreig,n Policy~ Studies 
_!!! COntinuig and Change (New Delni, vlkas, 1979) , . 
p.ror; 



48 

• 

India does. The countries of the region have common 

border with India. lndia is the only state in the . 
region whose boundaries touch the territories of six 

states in the region, four by common land borders (Nepal, 

Bhutan, Pakistan, and Bangladesh) and two by maritime 

borders (Sri Lanka and- Maldives) • They are also related 

to India separately and individually in terms of their 

cultural identities, economic patterns, philosophical 

trends and historical experience. conversely there is a 

bit of India in e1ery other country of south Asia. There 

is also hardly anything of significance apart from India 

which may be said to be conmon between one of India's 

neighbours and another. India is the only common link 

among various countries of SOuth Asia.9 
A result of 

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

9. •The emergEnce of Bangladesh in 1971 altered the 
situation a little, but the identities between 
Pakistan and Bangladesh fall within the overall 
Indo-centric nature of the region. Particularly 
hotabl e in this respect is the fact that I slam 
as professed in Bangladesh and Pakistan is of 
Indo-Islamic cultural stock•. see for details 
S.D.Muni, "India and Regionalism in ~outh Asia•, 
~~,!:!on§l Studies {New Delhi) , J·an.-Ma.rch, 1978, 
p.485. 
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towards cooperation can be taken in the region without 

India acquiring the central place in the scheme of things. 

SOuth Asia has an unbalanced and asynmetr ic power 

structure. Despite this imbalance and asymmetary, India 

stands as a dominant power in the region. It oomioates in 

terms of size, population, resources, potential for 

economic growth, military strength and viability of the 

constitutional and political system. India is far to 

superior to any of the neighbours. In .south Asia, India 

comprises 73.2 peroent of the total area and 76.7 percent 

of the total population, 76 percent of gross national 

product and 63 percent of net national product of ~uth 

Asia. It has major concentration of mineral resources 

and is Equally rich in energy potentia1. 10 

Data relating to India• s dominant position in 

comparison to other south Asian countries is given below s 

'l'ai?le I 

(Land in milli~!! hectares) 

Country Total Area Arable Land Irriga ;papulation 
in .sq.km ted (mid l98l 

000 land m!J:lionsL__ --
Bangladesh 14.4 9.4 l.4 90.7 

Bhutan 47 0 .l - 1.3 

India 3,2,88 168.9 34.4 690 

Nepal l4l 2.0 0.2 15.0 

Pakistan 804 l9.4 13.6 84.5 

sri Lanka 66 2.0 o.s 1s.o 
10. Tribune (New Delhi) ,5 Feb.l985. 
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souxce: FAO Pxoduction Yearbook, 1977, vol.3l,pp.S0-52. 

'I'he atnospbere in the South Asian region is JIDre 

sour than sweet is best indicated by the state of 

relations of the biggest country with its small 

neighbours. I.ndia which constitutes core of ~the· so·utll Asian " -

region- not only in gEOgraphical but in fiNery other sense, 

thus, confronts what may be called an assertion of 

national identi.ties by the neighbouring states. 'l'here is 
'' 

lurking suspicion in the minds of the small south Asian 

states about the possibility of being dominated by the so 

called 4 big b.rother" in the region. South Asia is a 

region where peace is still vitiated by unresolved 

bilateral issues. The national boundaries of this region 

have not in all cases, been acceptea by al'l countries of 
11 the area. 

India ):)eing a dominant country in the region has to 

play a positive role in promoting the stability, economic 

and political development of these countries. Change in 

its position in SOuth Asia cannot be acceptable to India. 

India's first Prime Minister, } Jawaharlal Nehru said in 

----------------
ll. Patriot, l August 1983. --
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the course of a speech in the constituent Assembly on 

8 March, 1949 ' 

The Indian Union is an infant state, infant 
free. state, a year and a half old, but remEmber 
that .India is not an infant country. India 
is very ancient country with millEDnial of history 
behind her - a history in which she has played 
a vital part not only with her own vast boundaries 
but in the world and in Asia in particular. India 
now, in the last year or more emerges again into 
the main trEnd of human affairs. Now that is 
something of great historical significance ••• and 
India now comes, I think into the forefronts of 
national erents and world affairs. one of the 
major questions of the day is the readjustmEDt 
of relations between Asia and Europe. When we talk 
of Asia, remember that India not because of any 
arrbitions of her but because of the force of 
circumstances, because of geography, history and 
because of many other things, envitably has to 
play a very important part in Asia. And not only 
that, India becomes a meeting ground between 
what might be called East and West. (l2) 

India• s predominant position in South Asia ~ts 

it in a sort of dilenma and inevitable task of striking 

a balance between two extremes of high and loW profUe. 

It will have to show greater appreciation and acconmodation 

for its neighbours aspirations, requirements and 

susceptibilities. India cannot aspire to play a major 

role in international politics without securing firm 

friendship and following of her neighbours in the South 

Asian region. 13 

12. Quoted f.rom aaj Kumar Jha, The Himal!,lan Kinge 
in Indian Foreign Pol,i£l:: (Ranch~Maitrayee Publishers, 
1986) , p. 21. 

13. s. P. Verma. "South Asia as a Region• a S2J:!th Asian 
Studies (J.aipur), vol.I, No.l,Cct.,l965. 
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India • s special position in the South Asian region 

burdens it with responsibility of keeping South Asia 

aloof from the cold war and realising its ultimate goal 

of peace and stability in the region. ~ndian diplomacy 

has to perform the great task of keeping away extra

regional influence and also make itself strong and self

reliant economy. India• s major concems in the region 

have been two fold: to build strategic harRK>ny and 

encourage nov es towards economic and social dew' elopment. 

They are the bare necessities of India's quest for self 

prese.IVation and progress. 

The making of foreign policy is essentially an 

exercise in the choice of ends and means on the part of a 

nation state in an international setting., it can be said 

that for giving direction to her behaviour at the 

intemational level each nation adopts a set of principles 

as rational guide - the foreign policy. It is through her 

foreign policy that a nationed formulates, adopts and 

attempts to secure the goals of national interest. The 

concept of national intcre.st or a goal of foreign policy is 

universal and static, but the actual national interest 

of aJ:!Y particUlar: state is both specific and dynamic. 'Xhe 
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essential components of national interest of any nation 

·are security, national development and world order.14 

National interest is best understood by examining three 

basic units i.e. strategic position, economic condition 

and prestige bearing. 

The behaviour of each nation as such is conditioned 

by her foreign policy. No foreign policy can afford to 

be indifferent to its national interest which covers 

desires on the part of sovereign state and these desires 

vary e1orrnously from state to state and fmm time to time. 

Two passages from Jawaharlal Nehru• s speeches on the 

subject are relevant in this connection. 

14. 

Whether a country is imperialistic or socialist 
or communist, its foreign minister thinks 
primarily of the interest of that country. But 
there is a difference, of course. Some people 
may think of the interests of their country 
regardless of other consequences, or take a 
short-distance view. others may think that 1n 
the long term policy, the interest of another 
country is as important to them as that of their 
own country. 'l'he interest of peace is rrore 
important, because if war comes 6'eryone suffers, 
so that in the long distance view, self-interest 
may itself demand a policy of cooperation with 
other nations, goodwill for other nations, as 
indeed it does demand. 

See for details, ~J.Bandyopadhyaya, 'rhe Makinl 
of .india's ~"oreign I:lolic,2 (Ne-~ Delhi, Allied, 984) , 
pp.l-18. 
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&ery intelligent person can see that if 
we have a narrow national policy it may 
excite the multitude for the noment, jvst 
as the comitl.lnal cry has done, but it is bad 
for the nation and it is bad internationally, 
because we lose sight of the ultimate good and 
thereby endanger our good. Therefore, we 
propose to look after India's interests in 
the context of world coopera.t.i.on dnd world peace, 
in so far as world peace can be prese.tV ed. ( 15) 

To a question, which is to be preferred when there 

is a conflict between India •s interest and the interests 

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

If our view point is different, you cannot eXpect 
me to give up our viewpoint on the resUlts that 
we have arrived at because some other nat1ons 
think differently. I just would not know that. 
I don't understand long and repeated arguments 
about this. I am on my country• s side and 
nobody else• s. {16) • 

Independent India began to lay stress on certain 

basic goals and principles of Indian foreign policy. 

These ar~ (1) Promotion of .l.ntemational Peace and 

security; (2) l?eaceful co-existence; (J} Peaceful 

settlement of disputes1 (4) Anti-colonialism and. anti

:racialism; (5) Just intemational economic order and 

economic derelopment; and (6) Non-alignment. 

15. A Appadorai and M.S.RaJan, ~-~dia' s Foreign Policy 
and Relations (New Delhi,Sterling,l985),p.J3. 

l6. Ibid., P• 33. 
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On September 26,1946 at a press conference, 

Pt.Nehru issued fOllowing statement that clearly lists 

the principles of Indian foreign policy. 

~n the sphere of foreign affairs India will 
follCW an independent policy, keep away from 
the power politics of groups aligned one 
against another. She will uphold the principles 
of freedom for dependent peoples and will oppose 
racial discrimination wherever it may occur. 
She will work with other peace loving nations for 
international cooperation and goodwill without 
exploitation of one by another. l.t is necessary 
that, with the attainment of her full international 
status .India shoUld establish contact with all 
great nations of the world and that her relations 
with neighbouring countries of Asia should become 
still closer. ( 17) 

The cornerstone of India• s foreign policy in the 

world is to respect the forces of peace, progress, 

democracy, independence and non-alingment. dOon after 

independence India • s policies towards ~uth Asia •in 

particular and Asia in general followed two main trends. 

One r~resented India•s urge to retain the newly won 

freedom in the practice of foreign policy based on non

al.tgnment. The second trend shows the application of 

18 these principles to the problEms of Asia. The major 

17. 

18. 

uuoted fLam R.Ghai, Foreign Policy o~9!a 
(New Delhi, New Academic, 1984), p. 27. 

Colombo COnference and. Bundung conference are 
indicative of the trend. 
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aims of India• s foreign policy in South As~a are (a) 

PreseJ:Vation of national security and national interests; 

(b) to promote economic progress in the region 1 and 

(c) to encourage political stability in the reg1on. 19 

India has always believed that its national interest 

would be best se.tved by pursuing two inter-related goals in 

the region, namely promotion of stability within the 

countries of the region and peaceful co-existence between 

them. These goals have been sought to be pursued 

through the method of bilateral peaceful negotiations. 

India continues to stress on the principle of bilateralism 

which expects the two sides to settle their disputes 

without seeking third party•s intervention. 20 Thus the 

primary objective of India• s foreign policy has been the 

erection of a stable inner balance on the subcontinmt in 

which India as a principle power would play an integrative 

role. Nehru fashioned the arrbiguous role of non-alignment 

with a view to maintaining the autonomy of Indian diplomacy 

in a world polarised between the two mutually hostile blocs. 

19. 

20. 

Brbjendra Nath Banerjee, India• s ri.id to Neighbouring_ 
~untries (New Delhi ,Select booki; 1982"1 ,ppelSI-55. 

B.S.Gupta,•~owards Good Neighbourliness•, 
International ~tudi!! (New Uelh~, vol.l7,no.l, 
Jan-March i975,p.469. 
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A1. though the smaller countries of South Asia accepted 

non-alignment as a conceptual .guideline of their 

extemal relations, Paki stan• s adherence to the alliance 

system made it difficUlt for India to play an integrative 

role in the subcontinent. As t.ime passed, the competitive 

influence building or the intetV entionist thrust of the 

USA and the US;;;i.R and also China made the subcontinent as 

one of the most intransigent geostrategic region in the 

world. 21 Thus India • s fore.i!Jn policy tow ares its 

neighbours in south Asia is directed to achieve one 

objective; 'to promote cooperation and goodwill anong 

South Asia countries. In a speech at the University of 

Columbia ~. Nehru stated that -

The basic tenents of .India • s foreign policy ar€: 
as such : 

The main objectives of that policy: the pursuit 
of peace not thro"UQh alignment with any major 
group or power but through an independent approach 
to each controversial or disputed issue, the 
liberation of subjected pe::>ple, the maintenance of 
freedom, both national and individuals the 
elimination of racial discrimination and 
eradication of want, disease, ignorance, which 
afflict the greater part of world.' s population. (22) 

-------------
21. -.T .. im-.e .. s., ...... o_f..__.~ (Delhi) 4 August, 1983. 

22. Jawaharlal Nehru, India'~oreign Policx, 
Selected Speeches, l949-53 (New Delhi),p.401. 
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Fostering econanic cooperation aDDng the developing 

countries has been the basic aim of ~ndia' s foreign 

policy since independence which arose f.rom India's 

desire to play an influential role specially in South 

Asia and generally in Asia. India• s economic oooperation 

with other developing countries occurs at two levels, 

one directed by the economic imperatives of its own 

intemal detelopment and other by the mechanism of 

foreign economic policy. 

India's relations with other developing countries 

in South Asia are based upon her own development 

~perimce. It is feasible that India* s ties with the 

neighbouring countries in south Asia may gradually change 

her dependence on industrial countries and possibly 

provide the Indian state with greater world autonomy. 

lildia' s relations with the developed countries are 

essentially of dependency which has important bearing, 

upon her relations with less dereloped countries. Yet 

dependency is not primacy determinant of India's foreign 

p:>licy. 23 

The countries of south Asia have a tendency to 

adopt a sort of love-hate relationship with India. 'l'here 

are occasions when an earnest desire to help by India 

tends to raise feelings of bitterness and resentment among 

23. sri Kant wtt, India in the Third World (.London;1ed.. 
Book, 1984) ,p.2.-
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the South Asian countries. Since it is more often 

mistaken for an arrogant display of superiority and 

24 obverbearing patronage. Indian government made it 

clear that India has and wishes to. have only friends 

and no satellites and it sticks to panchasheel. the 

five principles of peace and none of her neighbours 

need have fears. Indeed one of the threadS running 

thmugh India's foreign pol icy since independence has 

been to give a helping hand to the countries around her 

to live and feel as Sl,uals of other nations. 25 India has 

no intention of dictating any path of socio-e:::onomic 

development of the South Asian countries. Mrs.Indira 

Gandhi. the Prime H.inister of India said on 1 August,l983 

that "we want to be friends with all on equal footing 

of &:;lUality. But we should be ever vigilant against 

attempt of external powers to influence our functioniny." 26 

No doubt it is a difficult task for a big country 

like India to develop and sustain mutually beneficial 

relations with its smaller neighbours, even in best of 

24. The Hindu (New Delhi) • 17 July 1983. - -
25. National Herald (New Delhi) • 28 June,l983. ----- .. ~-
26. Tribune (New Delhi) • 2 August, 1963. --
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times but much oore so when there are other great 

powers bent on sowing the seeds of discord and 

exploiting their differences. The country's diplomacy 

towards its neighoours in south ASia should serve as 

an integral part of its regional policies which in 

turn form the very bases of foreign policy. It is not 

possible for India to play an effective role unless it 

is able to establish closer bilateral relations with the 

neighbouring countries of SOuth Asia. 

There is no region in the world in which a 

single country appears so large as India does in south 

Asia. As early as 1949, the first Prime Minister P-C. 

Jawaharlal Nehru recognised the central position of 

countries bordering India by land and sea in its foreign 

policy saying "the neighbouring countries had the first 

place in our mindsu. 27 South Asia minus India has two 

types of powers i.e. l?akistan and the smaller states 

consisting of Nepal, Bhutan, Bangladesh (emerged in 197l. 

previously a wing of East pakistan), Sikkim(.Decame 

twentY/second state of India in 1975 by thirty sixth 

constitutional amentment); Sri Lanka and Maldives. 

While the former one can limit India's aspirations the 

later ones have bargaining power, to restrict India's 

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

27. 
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India took on itself the status of great power 

in south Asia in 1947. At the time of first Asian 

ttelations Conference held in New Delhi (March 1947) 

south Asia, did not have Pakistan. as an independent 

state. India was partitioned in August 1947 to create 

two independent states i.e. India and Pakistan. 

Pakistan constituted the only major country/ state in 

1947 (as other powers were small and weak) which could 

upset an Indian sponsored order 1n south Asia. Since 

independence, Pakistan is a major factor in influencing 

India•s role in south Asia. The basic principles of 
• 

its foreign policy which India aoopted happened to be 

just opposite to that of the foreign policy principles 

adopted by Pakistan. India regarded opposition to cold 

war and security alliances as the right and first course 

of action. It felt that non-alingnment with power blocs 

and non-involvement in the cold w~ is the best means for 

securing international peace and the national interests 

of India. Pakistan on the other hand felt that the best 

way to secure its national interest-military parity 

with India and opposition to !odic.- was to align itself 

with Western security system and to receive the much 

wanted military weapons and hard ware. Moreover. 

Pakistan• s urge for standing on the same mountain top as 

India and its continuing crisis of identity lent a 
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particularly explosive dimension to the two neighbours• 

mutual dealings. 

The other smaller powers of South Asia are not in 

a happy position as Pakistan is. Historical and 

cultural ties made them (small states of south Asia) 

accept the Indian formula (strategic frontier-zone 

policy) adopted earlier by British responsibility for 

the security of the smaller states. 28 (India pursued 

the goal of evolving what may be termed as multilateral 

strategic conmunity on the sllbconticnent. As .-Indi-a 

concluded bilateral treaties of peace and friendship 

with Bhutan, Nepal and S.i.kkim). In case of sri Lanka, 

the logic worked in a more or less simi.lar manner. The 

three H:i.rnalayan states of Nepal, Sikkim, and Bhutan had 

IIOre to fear from China than l.ndia.· This situation 

along with the rationale of non-alignment helped India to 

evolve a concept of order in south Asia which woUld 

inevitably be revolving around the relatively superior 

power viz. India. 

The defeat of India in 1962 war· with China had 

serious repercussion on .India• s attempt at seeking 

recognition in South Asia. Pakistan by moving closer to 

------------------
28. Sri Kant Baranjpe, lndi,Sl~<i South Asia sin.ge 19 71 

{Delhi. ,Rad1arit. l9ss.) ,:P;2o. 
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China was able to defy India• s attempt at going back to 

1947 lll)del and. also claimed a status of parity with 

Ind.ia. 29 Moreover, the Indo-Pak war of 1965 was initiated 

to take advantage of the Indian situation. The small 

powers also started the slow but inevitable swing away 

from total dependence on India. Sri Lanka did not brand 

China as the aggressor in the Sino-Indian border war of 

1962. l:n the COlonix> Conference, over Sino-Indian 

border war, Sri Lanka showed its eagerness to balance 

India and China by declaring its desire to maintain 

impartiality. In fact it initiated the Colombo powers 

f h f "i 30 con erence to assume t e role o a mea ator. Nepal also 

started to talk m:>re in terms of independent policy 

postures. It practised the politics of equidistance and 

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

of regaining the lost glory J.Ji South Asia. Thus focus of 

------~-

29. The concept of parity between India and any South 
Asian neighbours is a ridiculous p~position. This 
means no disrespect :f.br the people of these countries 
but a recognition of the realities of the intemational 
situation•. v. P. outt •India' s Approach to Neighbours•, 
~ainstream, (New Delhi), 15 August,l98l,pp.ll-12. 

30. For final communique see, Foreign Pol!£~_!~, 
Text of Document 1947-65, pp.546-549. 
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Indian approach shifted f.rom a generalistic Pan Asian 

African regionalism to a bilateral policy of a specific 

nature particularly in South Asia where serious efforts 

to restore bilateral ties were made. By late sixties the 

situation starte:i to change rapidly in cieuth Asia. 'l'he 

east ~akistan agitation that began as an attempt to gain 

more autonom¥ within the federation of Pakistan transferred 

itself into a demand for independence. But West Pakistani 

leaders followed a suppressive campaign in East Pakistan. 

Further, when the big influx of refugees from East Pakistan 

into India took place in the post-March 1970 period India 

found herself burdened with the responsibility of looking 

after the primary needs of these refugees. The situation 

finally climaXed when ~ndia decided to aid the liberation 

of East Pakistan, which soon developed into a lndo-J?ak war. 

The war ended with a decisive victory for India while 

Pakistan was cut down in size and strength. Bangladesh 

emerged as a sovereign independent Republic in 1971. From 

a big Islamic state trying to secure a parity with India, 

Pakistan was reduced to the status of a small state. India 

emerged as a st.rong and powerful nation in ~uth Asia. 

Its status as a south Asian regional power was established. 

Pakistan• s acceptance of this status was implicit in the 

signing of Simla agreement in 1972. 31 

31. Sri Kant Paranjpe, n.29,p.22. 
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India's enhanced status had also not gone 

unnoticed al:>road and the reference made to India by 

President Nixon in particular is pertinent. In his 

annual report to the united States Congress on 3 May, 

1973, President .,Sixon referred to India : 

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

Earlier in the course of her speech delivered to the 

Nepal Council of World Affairs, Kathmandu on 9 .February, 

1973, Prime Minister Indira Gandhi anticipated President 

Nixon• s reference to world's power potential. She said a 

32. 

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

Richard Nixon, President of the united States,"US 
FOreign Policy f~r the l970~s: ShaEing a Durabl!_-
Peace: A Report to the Congress, 3 May, 1973 in 
Department of state bulletin, vol.LXVIII,no.l749, 
4 June, 19 73, pp. 791-9 2. 
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her neighbours in any way •••• it is in our own 
interests that our neighbours are st.mng and 
stable and therefore we can help them we shall 
be glad to do so men though we ourseJ.ves are 
absorbed in our own problems. (33) 

'l'his re.vealed that India had not chan;Jed its 

posture, nor did it feel that need to:.. despite its 

enhanced prestige after 19 71. Even as India • s role 

in the fostering of friendly and harm:>nious relations 

in the subcontinent was commende:i, it was suspected that 

India was gradually losing the status that it had ga.ined 

after Bangladesh war. Criticism was specially directed 

at India• s seaning inability to take a firmer stand 

during negotiations with Pakistan. lndia • s willingness 

to give m:>re than take, was interpreted as growing 

weakness on India• s part. It was also argued that 

Pakistan had increasingly m::>v ed to a position of strength 

by gaining sympathy of the USA, China and many Muslim 

countries. 

The explosion of India• s first nuclear device 

on 18 May 1974 in the deserts of Rajasthan was a proud 

achiE!ITenent of India's nuclear scientists and boosted 

---·---
33. A.Appadorai and M.s.Rajan, n.16,p.S6S. 



67 

the nation' & nx:>rale. The explosion, it was pointed 

out, formed an integral part of India's foreign policy 

"carrying out research and development into meaningful 

applications of nuclear e-.nergy for economic derelopment• 

and was an important step in the country• s search for 

alternative sources of energy. Speaking in the Lok Sabha 

on 22 JUly 1974, .Prime Minister Indira Gandhi said ; 

I have repeatedly reaffirmed our policy 
of using nuclear energy for peaceful purposes 
and have specifically stated that we have no 
intention of developing nuclear weapons ••• Our 
Atomic Energy Commi. ssion has been re~ ie'INing the 
progress in this technology f.rom the theoretical 
and experimental angles. 'l'his intention was not 
kept secret and was made known to the world. (34) 

Despite all assurances, India's sincerity was 

questioned by many. It was also suspected that India's 

foreign policy woUld now tend to take on a more belligerent 

approach. It created opposition at global lE!17el and 

particularly anti-India propaganda in the South Asian 

neighbourhood against India's nuclear policy. The explosion 

had its impact on the nuclear advanced countries which 

expressed the need to strengthen the existing non-proli,.. 

feration machinery by de~eloping new safeguards and securing 

' -· . ..__ _____ _ 
34. Ibid., p.S 78. 
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strict adherence to them. The USA alleged that lndian 

nuclear policy is not an attempt to develop nuclear 

technology for peaceful purposes because India has not 

signed the non-proliferation treaty. 

In the South Asian region~ particUlarly three 

countries~ i'akistan, Sri Lanka and Nepal did not favour 

India's peaceful nucl e:&.r explosion. The 1-irime Minister 

of Pakistan Zulfiquar Ali Bhutto argue:i that •the 

testing of nuclear devices is no different f.rom the 

detonation of a nuclear weapon"'. Further he charged 

that the Indian explosion had been carried out at a t~ 

when •rndia was rapidly developing its defence capabilities • 

Besides, assurances could be changed or ignored in 

subsequent years, but •the acquisition of a capability~ 

which has direct and imnediate military consequences, 

becomes a permanmt factor to be dealt with"'. Pakistan•s 

interests in dereloping its own nuclear programme is the 

byproduct of the Indian explosion. Pakistan secured in 

a clandestine manner the technology to enrich uranium 
35 for making nuclear weapons. 

Moreover~ merger of Sikkim (previously a protectorate 

state of India) with the India union
36 

as its twenty second 

35. R.Ghai, Foreign Policy of In2!a (New Delhi,l~84),p.234. 

36. sikkirn' s integration was a matter of time in 1975 
and it was accomplished in 1978. 
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state on 16 May 1975 created distrust and suspicion in 

the South Asian neighbourhood. Not only Pakistan but 

also other neighbouring states Nepal and Bhutan protested 

against it. Pakistan's Prime Minister, Z.A.Bhutto said that · 

his government would continue to render "resolute support" 

to the pe:>ple of Sikldm and other pe:>ples in South Mia 

in their struggle against hegemony and expansionism. 

The accession of Sikkim to India had been a source of 

disturbance for both Nepal and Bhutan. The students 

staged a protest demonstration in Kathmandu, condemning 

Indian •colonialism• in Sikkim. Moreover India which was 

considered the becon light of dem:>cracy and freecbm fell 

under the prerailing authoritarian wind in 1975. A 

question mark overhanged regarding the image of India in 

the South Asian region. 

Two sets of challenges confronted India • s foreign 

policy during 1975. Tht one set of challenges arose from 

the d~elopments at home and the other in the subcontinmt. 

First., the policy was sustained by the strength of the 

oomestic, political and economic foundations. But what 

worried India the 1rost, however, was the implications of 
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. 37 
deVelopments in Bangladesh • There was the possibility 

of Pakistan using the erents in Bangladesh to malign 

India in south Asia. Besides, there were clear inoications 

that outside powers (the USA and China) hav~ acquired 

interest in Bangladesh to India's disa~antage. 

'rhe change of govemment38 in India was of great 

significance for other SOuth Asian countries. The 

gov emrnents of the countries in the south Asian region 

promptly c;:onoved to establish contacts with the new 

government in NEW Delhi and assess if any s19nificant 

change ill India • s foreign policy towards them is coming up. 

It is interesting that despite the Janota Government's 

bent in favour of derrocra-tic and liberal values; it soon 

learnt to live comfortably with authoritarian and auto-

cratio regimes in South Asia. In the course of a debate 

·-----
37. "After Mujib' s assassination in Auyust l975, 

bilateral relations with Dacca became an urgent 
issue for lndia". See for details J.Banne.rjee 
Hlndia's Foreign Policy in l97o•a•, Political 
SCience Review (Ja1pur) Jan-March, April-June l978, 
VOI.xii, p.9a. 

38. "The Janata f•arty", replaced CoD;jress party from 
pow e.- in t-larcb 1977 Uenerdl l!;l ections" see for 
cietails India and b"oreiQn .rtevi~ {l~ew JJelhi) l Nw., 
1977 I P• ll2. 
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on foreign affairs on 18 April 1978 in Lok Sabha, 

India's Foreign Minister, Atal Behari Vajpayee stated 

that a-

The subcontinent was pulsating with a new 
desire for and confidence in peace and 
cooperation. He asserted that we have 
I'OOV ed a long w;ay to foster peace, cooperation 
and vision of regional stability than anyone 
thought was possible to avert the cause of 
suspicion. 'I'he neighbourhood diplomacy" was 
aimed primarily at promoting and enriching 
relations with the neighbouring countries, as a 
means not only to resolving inherited problems 
but also to create a climate of confidence 
and mutual goodWill/trust in the region, so that 
harmonious and, beneficial relations, economic, 
political, cUl. tural might be promoted in the 
true spirit of peaceful co-existence. (39} 

Much of discussion of Janata Party• s foreign 

policy had been conducted within .. cha~e and continuity 

parameters... No doubt, the Janata Government had 

emphasised .. beneficial bilaterialism11 as an operational 

guide of Indian foreign policy and had three important 

dimensions viz. (a) personal rapport; (b) economic 

accommodation, and (c) political neutrality and non

interference in intemal affairs. 40 This guideline 

39. Nancy Jetley, 11Major development in India's foreign 
Policy and Relations 11

, International titudies \New 
Delhi) Jan-March 1978, v0I:la,p.353. --

40. S.D.Muni,"India1 s beneficial bilaterialism in 
south Asia", India Quarterly (New Delhi) October
December,l979,pp. 418-4JO. 
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calls for the development of mutually beneficial relations 

with all countries irrespective of their political 

beliefs and philosophy. MorEOver, the Janata government 

emphasised on giving • top priority• or • first priority• 

to improving itw relations with the neighbouring countries 

of South Asia. 41 

Again the importance given to personal high level 

contact should not be undermined. While Indian ;.>rime 

Minister Morarji Desai was able to visit Nepal, Bangladesh 

and Sri Lanka (the 1 ater two had undergone a change of 

government) the Indian foreign minister undertook extensive 

tours of countries in the region. The purpose of these 

visits was to reassure the different governments of India's 

sincerity to promote bilateral relations on the basis of 

equal and mutual interests. The long drawn issue on 

sharing of the Ganga waters at E'arakka between lndia and 

Bangladesh was partly resolved by a mutual agreement signed 

between the two countries in Dacca on 5 Nwember 1972. 42 

-----
41. "Janata Party• s manifesto underlined with reference 

to the south Asian region that party will promote 
a good neighbourly policy and resolve all outstanding 
issues with some of lndia' s neighbour". See Article 
s.Ganguly# "Continuity and Change in India's foreign 
policy", India Quart.!£!L.. Jan-March,l978,p.55. 

42. R.Ghai, n.la, p.275. 
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Some progress was also made in .India• s relations with 

Pakistan on the construction of design of the Salal 

Hydro-Electric Plant- an important and most difficult 

problem which has been bedeJiling the two countries. 43 

The Janata goveriJnent rule was of short duration. 

In 1980 general elections when Mrs. Indira Gandhi came to 

power again, doubts and suspicion arose in SOuth Asia 

due to her pragmatic external policy. Moreover, the loss 

of us base facilities in Iran and the soviet inter:vention 

in Afghanistan, in late 1979 influenced American strategic 

interests and prompted vJa.shington to build up Pakistan 

as a checkmate to further soviet expansion by supplying 

a large quantity of military hardware and weapons to 

Pakistan. On 15 September l98l Pakistan entered into 

imnediate consultations with India for the purpose of 

exdharging mutual guarantee of non-aggression and non use 

of force in the spirit of Simla agreement - a no-war pact. 

A successful establishment of South Asian Regional 

Cooperation (SARC} initially proposed by Bangladesh in 

1980 but approved by all countries of South Asia in 

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

Asian Recorder, 7 May-13 May,l978, vol.XXII, 
p.l4299. 
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44 
not yet clearly defined but its thrust is clear. 

'rhe promotion of the South Asian regional 

cooperation (SA.RC} not only requires the resolution 

of bilateral problems but also an adjustments of various 

perceptions and views. India has to think more deeply 

about its policy towards South Asia- an area of 

immediate concern. After all. fOreign policy begins 

nearer horne. It is in India.' s national interest and 

security to make a success of SAAC in order to have its 

effective position in the region by showing greater 

maturity and flexibility in its dealings with its 

neighbours in .SOuth ASia. Points of difference between 

neighbouring countries are inevitable. There is a need 

of mutual trust instead of an eilY' ironment of suspicion 

to sort out these differences. so India has to adopt 

soft and not arrogant attitude towards its neighbours in 

SOuth Asia in order to win their confidence but strict 

--------
44. •sABC is still in an ernbroynic stage and needs 

careful nuturing by all seven members. It may 
ha.v e small beginning which go a long way. It 
has a future which can prove beneficial to all 
SOuth Asian countries". For details see, an 
article by H.K.Dua, "south Asian ,~alities•, 
~!.2 EXpres~ (New Delhi) 4 July, 1984. 
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(D) Is India capa.e.1,,!_to play_g_9ominan~!! 
lD South Asia 
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No doubt, controversy regarding India• s 

capabilities to play a dominant .role in the region 

arises due to paradox in the nature of her own economy 

and also due to differences in the economic infrastruo-

tures of the other south Asian countries. India's 

development has been uneven as inflation, roounting 

unenployment, poverty etc. reflected an overall crisis. 

But sinul. taneously India has also emerged as an altar

native source of ncdern technology • Moreover, the 

economies of the SOuth Asian countries are not quite 

COr.rJ>lementary to each other and no country has a RDnopoly 

of a special raw material on which others can depend. 

Economically the people of the .x>uth Asian countries 

pursue agriculture and its allied activities as the major 

occupation which contributes maximum to the G.N.P.(GLOss 

National Product). They are trying to develop economically 

through planned industrialisation of varying intensity. 

As at the time of their independence, the major couhtries 

of South Asia inherited a stagnant and undeveloped industrial 



45 structure. 

The structure of production among different 

sectors of the economy in South Asian countries in 

1978 was as follows : 

--

Table II --
P.ERCEN'l'AGE DISTRlbU'l'ION '-JF G.u.P. 

(Gross Domestic Product) 
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Countries Agriculture Industry Manufacturing Services -- ---
Bangladesh 57 13 8 30 

India 40 26 17 34 

Nepal 62 12 10 26 

Pakistan 32 24 16 44 

Sri Lanka 35 31 23 34 

---------- ___ ._.__......_._ 

source : World Development Report 1980- world Bank, Table 3., 
p.114 

The balance of advantage in the sectoral contribution 

to G.D.P. in the above 'l'able II appears to be in favour of 

s1.·i Lanka fo Uowed by Pakistan and India as indicated by 

-----
45. s. v.s.sharma, .. Industrial Development of ~uth Asian 

countries .. , ed. by K. Satyarnurthy., §g~_Asien 
R~ional Cooferation (Hyderabad, Institute of Asian 
studies.,I9a! ,p.l637 
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the Equitable contributions :by different sectors. But 

the scrutiny of the .. Manufacturing• sector comprises 

of mining, construction, electricity, water and gas 

which are infrastructure may develop faster in India 

because her stock of mineral resources and their variety 

is much larger than that of the other countries. Besides, 

India is far ahead of its six nations in technology and 

skillei manpower. India has acquired considerable 

expertise both as a generator and supplier of technology 

in the third worli. .1-Dre than 200 appropriate technologies 

are available from N.R.o.c. (Natural Research Development 

Corporation) of India,. 46 It is in a better position to 

offer its services to enterpreneurs of developing countries 

both in small and medium sectors. 

More:>ver, India• s trade with other countries of 

South Asia as shown in 'l'able III and total of imports 

and exports of the South Asian countries as shown in 

Table .I.II.A, indicate the balance of trade or commodity 

account is heavily in India's favour. This may be due to 

diversification in the imports and exports of India than 

those of other countries in the region. 

46. R.B.Rao, .. India's Opportunities for Regional 
Cooperation in Technology 'rransfer aJIDng south 
Asian Countries• in K.~atyamurthy, ed.,n.46,pp. 
131-144. 



78 

·a'able lll 
~.iSilJ.l.A' S l'l(Ai;l:; w~Th O'l'H.brt ~u {jN:.ft-<.l.E.o:) vF .';)\JU'l:H AS~~ 

Countries India's Import India's exports 
{in rupees) (in rupees) 

1977-78 1978-79 1977-78 1978-79 - -
Bangladesh 12042756 17730104 516070243 525706629 

Nepal 197693537 138062501 i85876988 568886291 

Pakistan 239022831 1277 33214 421198254 194506601 

Sri Lanka 22709505 50710955 543080397 805261191 

Source : Monthly Statistics of Eoreign Trade of 
India~ vol.I 

Table II.I-A 

Countries 

Bangladesh 

India 

Pakistan 

Sri Lanka 

'To'ff'IL or: '1-mPoRf.S AN.D 
[11' pvp'TS 

(in 000 us $) 1977 

1,346,632 

12,412,562 

3,628,996 

1, 471,430 

Sources 1978 Yearoook on International Trade Statistics, 
vol.I, United Nations, New York. 

The economy of the countries in the South Asian 

region is gloomy as shown in 'l:able IV. Inspite of high 

per capita income and annual growth rate both GOP and 

GNP (Gross domestic product and Gross national product) 
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sri Lanka suffers from high unemployment, food shortage 

and inflation, as its infla..tion rate in the South 

Asian region is the highest i.e. 14.1 percent dluring 

1973-83. Besides this, the economy of Pakistan is 

vastly dependent on the u.s. foreign aid. ~cC.ually 

in Pakistan a dependent or peripherial capitalist mode 

of production is grafted on to a modified feudalism which 

imposes a structural imperative on the state to follow 

certain directions in the making of public policy which 

has helped more in sustaining the economy than in its 

47 deTelopment. 'fhat is why despite high annual growth 

rate and per capita income, the inflation rate is high 

next to Sri Lanka in the region i.e. 11.1 percent durirg 

1973-83. The other countries like Nepal and Bangladesh 

have higher rate of inflation i.e. 8.1 percent and 9.1 

petcent during 1973-83 respectively. India's position in 

this aspect has been quite satisfactory. It has the 

lowest inflation rate despite high population growth. 

There are slight variations in this rate in comparison 

to Nepal and Bangladesh. Inflation rates of Nepal and 

Bangladesh are only 0.3 percent and 1.9 percent respectively 

47. B.M.Bhatial Pakistan's §COqQmic development 1948-78, 
(New Delhi, Vikas 1-'ublishing House), pp. 26-27. -
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higher to that of India's infl~tion rate but at the 

same time these countries hCNe less per capita income and 

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

although India itself is not free from economic problems 

but still its position is somewhat better in comparison 

to other south Asian countries. 

Tab!£-.!:i 

SARC COUNTRIES .SELJ:.CTED MACRO ECONO.MlC 
J.NDlCA:l'ORS 

-------------------------------------------- -------
COuntries 

Bangladesh 

Bhutan 

lndia 

Maldives 

Nepal 

Pakistan 

sri Lanka 

Per capita 
G.N.P. 
'us $}: 

1982 1983 

140 

109* 

260 

320* 

170 

380 

320 

130 

260 

170 

390 

330 

Average 
amual gro 
wth rate 
(percent) 
G.N.P. 

Population 
(perce:nt) 

Average 
annual 
growth 
of in£ 
lation 
(percent) 

19 73-a3 19 1 3-a a 19 7l:,§1___..19--....7-.J-_.a;;;.,;;3._ __ 

o.s 9.6 

- 1.9 

1.5 7.7 

-
3.0 o.1 2.6 8.1 

5.6 3.0 11.1 

2.9 1.7 14.1 

-- ---------------------------------------------* Percapita GNP for l98l, resource UNCTAD (1985) 

source~ ~ld Development R!E2£,!: 1984 and 1985 'Worl<i 
Bank} expect for 1982 per capita GNP datas 
which are taken from ~ld Bank AtlS!, 1985, 
18th edition. 
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India• s extemal relations are a reflection 

of a state which despite internal weakness has played 

ooderately influencial role in the international 

affairs and more particUlarly in South Asia. India 

is a large subcontinental economy with enough natural 

resources, manpower and market potential. This potentia

lity of India•s power and its strategic location (as 

mentioned earlier) are the compelling perennial reasons 

for it to play a dominant role in South Asia. Besides 

this, her economic development and technological capab~ 

lities forced lndia to play an influencial role in the 

region. It is undisputed that during the last decade 

the country has made significant progress in the economi.c 

field. 

Since independence India has taken great strides 

towards development thro~gb a programne of planned 

development~ which has brought a significant change in 

the industrial structure of India from a traditional to 

modern one leading to tremendous expansion in 100dern 

industrie&-metallurgical, mechanical, chemical, electrical 

engineering and allied industries. As a result of 

----------------
48. Brojendra Nath Banerjee, .!!!,g.ia 's Aid to Neighbouring 

Oountries,(New Delhi,Select BooKS,l982),p.l64. 
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modernization in the field of industry, India has 

acquired a considerable amount of experience and 

expertise and has now reached a lerel of competence 

where it is in a position to share the fruits of its 

development with other countries. Moreover, Indian 

agriculture has been greatly stablized by the adoption 

of rrodem 1;-echnology in fa.mting and dereloping its 

irrigation system. India, thus, stands out as a Third 

World country which has achiE:.Ved self-sufficiency in 

foodgrains despite its rapidly galloping population. 

India at present ranks among the first ten 

industrialized countries of the world. A major achiere

ment of planning in India has been the eXpansion and 

diversification of India's industrial capability. The 

country is now self-sufficient in all consumer goods and 

almost so in basic con:modities like steel, cement, 

Aluminium and the capacity of other core industries like 

fertilizer is rapidly expanding. The electronics industry 

in ~ndi.a has rapidly grown towards self-reliance. 

Indigenous technology has been developed in important 

electronics system as-mass communication, navigation 

aids, medical electronic equipment and industrial 

electronics, etc. In the field of heavy, medium and 

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

a positive support for future industrial development. 

India has a1 so developed capabilities in a variety of 

fields extending from heavy engineering to consumer 

items. ~ndia's largest industrial sector the third 

largest in the Third World after Brazil and Mexico

has been pushing up growth. 49 

India has emerged as an alternative source of 

technology, expertise and modern technology which is 

more suitable to the needs of dt?J"eloping countries. 
' 

India today has the third largest pool of scientists, 

engineers and doctors i.e. reservoir of technical and 

scientific manpower. India•s technologist are next only 

to that of SOviet Union and the llnited States. 50 The 

Council of Industrial and &:ientific Research {C~UR) has 

made major contribution in d&Peloping indigenous technology 

with a vast network of 30 research establishments and ~our 

regional laboratories spread all over the country. en its 

part India is prepared to lend all assistance, be it 

technical know how, capital goods or setting of turnkey 

projects. 

49. Ibid.,p.l89. 
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pro~s. 

India is the first arrong the de.reloping countries 

and fourth aroong all the countries supplying experts to 

UNIDO fo~ assignmEnts in other developing countries.51 

Apart fmm industrial project and engineering services., 

Indian consultancy sez:vices are also available for the 

entire range of infrastructural activities such as power 

generation, transmission and distribution and construction 

of railways roads, etc. The cost of Indian technical 

manpower is relatively less expensive than of dereloped 

countries. India is thus able to offer its know-how at 

very competitive price to developing countries.52 

India is one of the most advanced countries in 

the developing world having its own highly de.reloped 

atomic power projects, space satellite programmes. 

Nuclear test in 1974 is a landmark in the history of 

science for the nation. Nuclear power has substantially 

contributei towards electricity generation in India. The 

Minister of ~tate for Atomic Energy, Space, Electronic and 

Ocean Development, v.shivraj Patil stated in the Lok Sabha 

51. Banerjee, n.4S,p.l68. 

52. B.Singh.,"Technological Transformation in India•, 
Mainstream (New Delhi) 23 July 1963, pP. 30-31. 
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:...r 
on 'May 1983 s 

The reseJ:Ves of major atomic minerals are 
uranium 67,500 tonnes

0
of u3o ; thorium 

3,63,000 tonnes of Th 2 ana ~ircon 1,10,00,000 
tonnese (53) 

Dr. Raja Ramanna an eminent nuclear physicist and former 

Chairman of Atomio Energy Conrnission has pointed out 

that the present nuclear potential of India is 10,000 

Megawatts. 53-A NO doubt, India is gradually attaining 

self-reliance in nuclear science a:nd engineering skills. 

The execution of both Kalpakkam and Narora power stations 

(including design, construction, commissioning and 

operation) is being borne by ~ndian engineers and 

scientists. 

India has also achieved tremendous progress in 

space technology from experimental satellite to renote 

sensing satellites and now to communication satellites. 

Today India ranks sixth in the world for a project launching 

of satellites into earth orbit. The ninth, India's 

designed satellite INSAT-~ put into space in l983 is 

·------
53. A§.!~!!£9rder, 25 "une-1 "·Uly 1983, vol.XX.J..X, 

No.26,p.l7238. 

S~~A· ~n .Records}.30 Sept,-6 October l984,vol.XXX, 
No. 40, p.l7965. 
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of great assistance to the nationwide television links, 

educational programmes and forecast of weather. The 

later one can be useful to agricultural sector and can 

also be helpful in increasing crop yields of rice, wheat 

and cereals to a considerable extent. 

The renowned economist Nicholas Lord Kaldir said ' 

India has succeeded by a steady and cautious 
policy of economic planning to make remarkable 
progress in both agricUl. ture and industry. (54) 

To sum up, although India exhibits all characteris

tics of an underdeveloped economy, yet it is no longer 

stagnant. A wide gulf still divides India from countries 

like the USA, UK, other European countries and Japan. 

But there is no doubt that the process of economic 

development has started. There is nothing wrong to 

describe the Indian economy as a developing economy as 

India is the rrost developed country among the dereJ.oping 

Third ~iOrld and specially in the south Asian region. 

Due to India's predominance because of its 

strategic-geopolitical location, power potential, 

industrial and technolO',Jical capabilities in the SOuth 

Asian region, it is essential that India should play an 

-----------------
54. Quoted from P.G.salvi, !gdia in world Af~!£§ 

(Sew Delh1,1985),p.5. 
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influential and effective role in this region. 'l'hm 

only, it can maintain the status of regional power if 

not a great power in the world. Regarding lndia'~DOle 
I 

in South Asia, L. Richard stated : 

Looking at the size of the country and its 
natural human resources, one would wonder if 
there is any al temative role that India can 
)Wer choose. lt is almost impossible for 
her to become a mirror image •••• of any other 
power.LSS) 

55. Manorma Kohli, "l!ureign Policy of Janata Government, 
~....§!!.-~ {Californi,U Dec., l977,vol.l7,no.l2, 
p • .L:>9. 
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CHAPTER III 

INDIA• S AlD TO SOUTH ASIAN COUNTRIES 

Inspite of being a recipient of massive assistarx:e 

India has developed economically to reach a stage of sEmi

industrialized and perhaps an effective micidle power. India 

as a donor to least developing countries in South Asia 

acquires importance in view of its economic compulsions 

and limitations. India• s aid programne can, infact be 

v ieHed as the operational side of its foreign policy. 

Nehru• s pez:c eption of the world system made him visualise 

the illcreasing importance of the Third world and its 

impact on the politico- economic power structure of the 

region. Infact, it is in view of India• s future role 

as an emerging po·wer which made it inpera.tive for Nehru 

to follow the path of development diplomacy. However, 

national security and derelopment were no more confined 

to national bound~ies. India•s own challenge of poverty 

made him sensitive to the need of international cooper

ation to renove it at the global le.reJ..1 Consequently, 

India started giving aid to other less developing 

1 Murlidhar Dharamdasani. Political Econor, of ForeiQn 
Aid in the Third hbrld : A Case Study o Nepal -
(varanasi, l9S4S, p.3.i. · -
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countries specially of south Asia, in the late forties 

and early fifties. In an address delivered at Colurtbia 

university on 11 OctOber 1949, the Indian' Prime Minister., 

Jawaharlal Nehru said 

the elimination of want, disease and 
ignorance aff~ting the greater part of 
the world's population is one of India's 
foreign pc:>licy objective. (2) 

.India being nerve centre of south Asia evokes both respect 

and fear aoongst her neighbours, which is the by product 

of social, economic and cultural linkages that tran~end 

the national frontiers. The dilenrna of India's forei9n 

pol icy in South Asia has been constant i.e. how to treat 

its neighbour's sensitiveness gently without appearing 

to be too weak to protect its own interests. In the 

conduct of foreign policy, the external affairs ministry 

has been putting emphasis on India's economic and tEChn~ 

cal relations, particularly with the south Asian countries. 

Most of India• s subcontinental economic cooperation 

with the Himalayan kingdom countries - Sikkim (till it 

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

2. V.'Jr.Belfigti.o, .. ~onomic Aid to Bhutan and Sikkim", 
,!nternation~ Studies (New Delhi), vol.l3, 1974, 
p.94. 
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also later on Bar¥;Jladesh is in the shape of bilateral aid 

and is one sided. The grant element in India's aid to 

these countries is larger. In case of Bangladesh, however. 

later on it was reduced to virtual nominal. At the same 

time countries like Sri Lanka and Maldives are the recipient 

of lesser anount of aid in tbe form of credits, soft loans 

and technical assistance. With Pakistan. however, India 

has only limited trade relations. 

Nature of Indian Aid ........___ ___ ..,..,. 

India is the only country which is neither too soph

isticated nor too expensive in technology. It can also 

provide skilled manpower and capital resources among the 

South Asian countries. The important feature of Indian 

aid is that credits are provided on easy terms. and tbey 

are repaid through exports. The loans are also soft as 

they are repayable over a long period of time at a nominal 

rate of interest. 3 Indian aid to the south Asian countries 

Cbes not involve any military and political conmitments 

and is based on the principle of mutual benefits. .t"'or 

3 Brojendra Nath Banerjee, India's Aid to Neighbouriqg 
Countries (New Delhi, Select Books, 1982), pp.ll6-
ll7. . 
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instance, India's aid has been given to built infrastruc

ture in Nepal which is important for Nepal's e:::onomic 

derelopment. It also ensure security to India against 

potential Chinese threat. 

India with scarce resources, incidentally finds 

tEChnical aid as the nost ideal for meeting its policy 

objectives of aid with a very low cost and with a poten

tial of wide impact. 

The variety of Indian aid is clear from the fact 

that W'lil e in Nepal and Bhutan her aid is aimed at creat

ing infrastructure, at the same time in Bangladesh it is 

designed to restructure a war ravaged economy. 4 The main 

forms of Indian aid in south Asia are grants, soft term 

loans, credits, projects aid, deputation of experts, 

trainiDJ facilities and technical and scientific informa

tion. It has been estimated that about 65 percent of 

total Indian technical assistance finds its way in South 

Asia accurately called the sheet-anchor of India• s aid 
5 programne. India• s bilateral aid progranrne includes 

her exclusive assistance to neighbouring countries in 

south Asia• 

4. Dewan Chand VOhra, .!.2dia' ~ ~~ DiQlomacx in the 
,Ihird World (New Delhi, Vikas, 1980), p. 73. 

5 • Srikant DUtt, •India.• s Aid. to Co-deVeloping Count;,. 
ries•, ~!!§tream (New Delhi), 5 A,pril 1980, p.672. 
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~ian Aid to Sikk.im 

Sikkim was the protectorate of India. In Sikkim. 

India• s aid programne has its origins .in early 1950 foll-

- 6 owing a peace treaty on 5 December 1950. In pursuance 

of the peace treaty, the Government of India extended a 

grant of Rs.5o,ooo in 1950 to Sikki.m and later on the 

Government of India contributed the whole am.:>unt of first 

four plan• s outlay as grants. The am:>unt given by India 

during plan period of Sikkim is given in the following 

Table. Moreover. technically qualified deputations from 

Table I --------
INDIA'S DEvELOPMENT ASSISTANCE TO SIKKIM 

DURING 1954-55/1975-76 

and Period 
Rs. in lakhs~ 

Plan ;.urount -
First {1954-61) 324.00 

second{l961-66) 813.00 

Third (1966-71) 9oo.oo 

Fourth(1971-76) 1850 .oo 

Source : Mini§ffi of External Aff sirs Annual ReJ22rts. 

-

6. For~~ Policy of India ' Text of Documents, 
ffi'f-"59 (New Delhi, LOk Sabha o::»ecretariat, 1959) , 
p.Je. 
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India continued to play their role in implementing the 

development projects in Sikkim, until it became twenty

second state of India. 7 

In dian MS..£2 N e.J2al 

N·epal is· a 1 andlocked country. 1 t has no competing 

access to sea and its access to sea is only th.tough India. 

Since the rerolution of 1950 the Government of Nepal has 

beEtl eager to seek foreign capital and technology to meet 

the growing demands of its people.8 Her strategic locat

ion attracted a number of donors. liepal is located at a 

very strategic place as it is on the edge of Sino-~v iet 

border and. sandwitched between .India and China. several 

world powers diametrically opposed to each other have 

lent a purposeful hand in the uplift of this nation. 

Being a sovereign state, Nepal is accepting large volume 

of aid in order to keep up sereral alternatives to avoid 

dominance of anyone. She, indeed, provides a fascinatinq 

7. 

a. 

For details see v.T.Belt'l;flio,n.2, pp.94-99 and 
also Ministry of Ex.!:.!rn~ Af~a.ir s Annual Re.PQr-t:~ 

.Nepal• s social structure and economy as inherited 
from the Rana times, was feudal to the core. Though 
nominally indepmdent, her condition was worse than 
a colony because Ranas kept her secluded. in their 
own interests. Ramakant, .. Foreign and Economic Growth 
and Political Dar elOpment. in Nepal", ~dig Qus.rt~,x 
(New Delhi) JUly-sept., 1983, pp.250-25l. 



94 

example of a recipient who gets economic assista..a:: e from 

diverse sources - comnunist. non-communist, aligned, 

non-aligned, developed and underdeveloped. In the race 

of aiding Nepal, India never wishes to lag behind. 

Immediately after independen:::e, India regarded Nepal 

as her JOOst trusted friend and always stood by her side 

in any went of distress• en 6 Decent>erl949, Indian 

Prime Minister, ,J'awaharlal Nehru· said: •we have- desired 

not only to continue our old friendship but to put it on 
)I 9 

a still firmer footing. 

The decision to extend techniCal and economic assis

tance to Nepal is not bom out of a new diplomatic procesS 

but is simply the extensiozi'lsritish .POlicy to maintain 

special relations with the Himalayan states. New Delhi's 

approach has been brought out clearly in the treaty of 

peace and friendship of 31 July 1950.10 

New Delhi is cautious that no inimical power should 

9 et an upper hand by prov idi.ng economic aid to Nepal, 

which would undermine its basic interests 1n the kingdom. 

9 • Jawaharlal Nehru, India's Foreign Policy : Selected 
Speec_b§~, 1949-53, p.571. 

10. Foreign Policy of .India : Text of Documents, l9 !1::. 
~ (New Delhi, Lok Sabha seoretar~at, l9S9), p.31. 
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Moreover, in order to assert its special position in the 

context of aid as well as in conformity with provisions 

of the treaty, India does not relish an~ other country 

assisting Nepal without its prior approval and it also 

affirms that it will not interfere in Nepal• s internal 

affairs. When the Indian Prime Minister. Nehru visited 

Nepal, he gave a hint while addresSing a public meeting 

by remarking: 

Nepal• 

If you seek our help in say technical 
or other sphere, we will do our utmost 
to be useful to you, but we ne.r er want 
to interfere.(ll) 

ID:lia has vital politico- security interests in 

After the annexation of Tibet by China. it has 

ceased to remain a natural buffer between India and 

China. Consequently, Nepal, thus energed as a very 

important buffer between the two giants. It is an area 

of immense strategic importance to I.noia. and is generally 

described as •India • s northern gateway•. 12 

ll I!:!Ji.Sts~an (Calcutta), 17 June 1951. 

12 •If Nepal falls under the influence of any unfrien
cUY power such as China the entire Gangetic plain 
would be exposed11

, see for details, Mahendra p. 
Lama, The Economics of Indo-Nepal ese Cooperation, 
(New Delh~. 1§84), :pp.l-2. 



96 

India•s coopsration with Nepal began in 1951 with 

the building of an airstrip in Nepal. In January 1952 

M.P.Koirala, the then Nepalese Prime Minister, came to 

India to seek ass is tan::: e on a large seal e. India, being 

relatively more dereloped in assets, skills and technical 

advancement readily extended its hand of cooperation to 

Nepal. 'l'he construction of 'I'ribhuvan Rajpath (1956) and 

Gaucher airport were the first two projects success~ully 

undertaken by India. Moreover, for the expedi€1lt imple

mentation of aid projects, India set up Indian aid mission 

in Kathmandu in 1954 which was later on renamed as Indian 

cooperation mission in 1966. It marked a new phased in 

Indo-Nepalese cooperation.13 

Nepal started its derelopment progranme in 1956 

and followed the ~ndian pattem of planning for cler elop

ment. But India• s a.ctive involvement and assistance 

in N·epai bejan as the latter became free from Rana oligar

chy. E..Ven before launching of its first five year plan 

in 1956 India gave Rs.442.00 lakhs to Nepal for develop.. 

ment purposes. During first three plans, there was a 

tendmcy of increasing India • s aid to Nepal but in the 

------------------
13 •Earlier India gave assistan::e to Nepal on ad 

h,oc basis and no systematic planning was there• 1 
see for details, Ibid., p.lOl. 
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the fourth plan .. there was decline in India • s aid as 

India gave much of its assi.stance to Bangladesh to recon

struct its war ravag€0 economy. But after fourth plan, 

India• s aid share in Nepal's de.r eiopment ha.s increased. 

It rerealed an increase of 31.2 percent in the fifth 

plan and an increase of 52.4 pe.r:c ent in the sixth plan. 

'l'he decline in India aid in the fourth plan period, 

1971-76. was relative and not absolute as there was an 

ov eral1 increase in the size of Nepal• s five year plan. 

India • s aid to Nepal • s five year plans is C)iv en in the 

following tal:>le. 

Table-=_!! 

INDIAN AID TO NEPAL'S FIVE YEAR PLANS . 

- Aid anounted 
. 

Pe.rcEiltage of Five Year Plans 
etnd Period (Rs.in lakhs) increase or 

-- decrease 

1951-56 442.00 

First 1956-61 552.00 + 24.8 

Second 1961-66 2065.00 +274.09 

Third 1966-71 5049.00 +144.50 

Fourth 1971-76 4422.00 - 12.4 

~·ifth 1976-81 5802.00 + 31.2 

Sixth 1981-86 * 12284.00 + 52.4 ------------ --
sources Mahendra P.Lama, The B::onomies of Indo-Nepal-

lese Cooperation_TNew Delhi, 1985), Table v;p.l26. 

* Annual Reports by Ministry of External Affairs from 
1981 to 1986. 
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India's economic assistance to Nepal is compre

hensive and designed to bring about all round deJ"elop-

ment of Nepal. India • s ass is tan:: e to Nepal covers each 

and every sphere of later• s economy such as transport 

and conmunications, post and telecommunication, health 

and social welfare, rural dEW elopment, industrial 

development and technical facilities, etc. 

Ifsnsport and Oorn~cations 

More than 50 percent of India's assistance to Nepal 

has bem allocated for the d.:.velopment of transport and 

comnunications that covers rrostly roads, L'ailways, civil 

aviation or airfields. Nepal remained a fragmented 

economy with embryonic internal transportation system 

as roads were nol)o. existmt before 1950. The major step 

in the direction of dereloping a transport system in 

Nepal was taken by India when it agreed to collaborate 

with USA for this purpose. This had become essential 

as Nepal had started cultivating relations with China 

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

14. •Both India and. the USA along with Nepal agreed to 
launch a tripartite agreement of road construction 
in 1956 which was to be implemented by J'oint 
Regional Transport Organization. See for details, 
Ministry of External Affairs, Annual !!12Qrts l957• 
1958, Pel4. --
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collal:>oration, however, could not work and India on its 

part, agreed to fin an:: e constru:: tion of two roads, 

~hman~-Tr~sUli and Sonauli-P~ra at a cost of 

.Rs.l4.5 crores. 15 

The significant and major venture undertakEil by 

India in this field was the construction of •East-west 

Highway" known as Mahendra .Rajmaz:g (which is divided into 

three sectors - Ji.astem, central and Westem), .India 

had taken up the construc·tion of both eastern as well 

as westen1 sector of road which cover 410 miles out of 

the entire stretch of 640 mil es. 16 Besides this, Kat.b

mandu Trisuli road, Tr ipureshwar-Thanlrot road, Janakpur 

town road, Dakshinakali road, Hanuman Nagar RaJbiraj road, 

Kosi Gandak area roads and Kathmandu Godavari roads 

were also constructed with Indian assistanae.17 

India had also e1l0arked upon the construction of 

air fields and railways in different parts of Nepal. Apart 

15. Murlidhar Dharamdasani, n.l, p.44. 

16. I£!e Hindu (Madras), 8 March 1976. 

17. .-E-;co.-n:.;.;o;;.;:m.i.=c;:-..-T;.o;;i;;;;;;mu (Delhi), 20 Dec., 1983. 
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from the Gaucher airport,· India has so far completed work 

on airports namely Bhairwa, Birathnagar, Janakpur, 

Pokhara and Simra at a cost of Rupees one crore.18 More

over, India also contributed to the railways network of 

Nepal by providing expert services for surveying the 60 

lans. Raxau.l- Am1 ekhganj rail 1 ink. 

Posts_gnd Telecommunications 

Endia has also provided assistance for node.rnising 

Nepalese postal services. It extended an aid of Rs.1.2 

million for the construction of Kathmandu's General .Post 

Office. In 1968, a teleprinter link between Kathmandu 

and Calcutta was also set up. In 1970 direct teleprinter 

circuit was installed between Kathmandu and New Delhi 

and in the same year Kathmandu-Raxaul telephone line was 

also commissioned with Indian assistance. Till 1965, 

India had given assistaooe for various services to 

l8a Nepal. 

18. The MotherL!ng (Kathmandu) , 21 Dec. , 196 6. 

l8a. For details for various Se.tVices, like direct 
telephone, telegraph, telex circuit and micn>wave 
link, etc. See M.P.Laroa, n.12, p.l08. 
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.12U...=ation and Social lielfaa 

India has directed its assistance in the field of 

education in order to effect general social change and 

political consciousness in Nepal• More than ninety 

percent of Nepalese experts have been trained in Ind1.a. 

Besides, setting of Tribhuvan University in 1960, India 

had also eXtendecl aid for the construction of v arioua 

buildings for science blo!-=k, research centre, a library, 

etc. An artistic edifice for National Archives was also 

constructed with Indian assistance at a cost of rupees 

six crores.19 

India's assistance in the field of social l1elfare, 

including medical and health service has been significant. 

Aid has been extended to the • Propkar Shri Panch lndra 

Rajya Laxm1 Dar i t-1atornity Home• at Kathmandu not only 

by prov idin9 medical personnel, construction of aaditional 

buildings but also of meeting .its running expenses and 

the cost of medicines. India has been cooperat.ing with 

the Nepalese government in the implementation of various 

projects for the supply of dr1nk1rtJ water 1n a number of 

places. The cost of tho water supply saheme undertaken 

19. Times of India (Delh.i) , 8 Feb. 1984. 
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was Rs.l.3 crores which included sizeal:>le schemes for 

Kathmandu, Biratnagar, Pokhra, Si.rganj, Janakpur and 

Ra jbi.r aj • 20 

Rural Del elopment 

lndia has also enbarked upon the rural and der elop.. 

ment prog ranme with a view to irnprov ing the economic and 

social condition of Nepal. A prog.camne of village dEVeloP

ment was chalked out and India agreed to provide Rupees 

four crores initially for utilisation during 1959·61. 

The scheme envisaged economiC and social de.relopment. of 

the rural areas through village d~elopment blocks by 

increasing agriCUltural pxoduction and derelopment of 

horticulture etc. ln adc1it1on, three intensive valley 

schemes were also taken up to meet the aU-round derelop. 

ment needs of the .Pokhra, Lalitpur and Palung valleys. 

Recently a high lE.Vel Indian delegation has idcnt.ifiecl 

areas where fruits and vegetables oan be grown on a 

commercial saale and the team favoured an integrated 

approach to production, storage and processing.21 

20 Dharamaasani, n.l, pp. Sl-52. 

21 ,IJ.mes of India (Delhi) , 18 July 1983. 
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Indian aid to Nepal is also significant in the 

field of industrialization. Its assistazx: e of Rs.17 .4 

lakhs in this field started in the form of building an 

industrial estate at l?atan, the first phase of which was 

inaugurated in 1963 by the King of Nepal. Apart from 

it India had also given its aid for the construction of 

two industrial estates in Dharan and l'iepalganj at a cost 

of Rs.2.8 million and RS.5 .14 million respectively in 

1975. A memorandum of understanding was signed on 16 

September 1978 between Nepal and India for further colla

boration in the industrial der elopment of Nepal and 

Rs.l80 crores is to be invested jointly in various indus

trial projects. This incl ude.s a rupees eighty c.tore 

cement plant at Udaipur in Nepal and rupees sixty crore 

paper plant for western N~a1. 22 Feasibility studies 

for the industrial estate of Rajbiraj and the expansion 

of the Butwal industrial estate had been completed and 

its con.struction had started in 1985. 23 

------------------
22. 

23. 

The Statelman (Delhi) , 27 sept. 1978 and 
Times of nola (Delhi), 25 sept. 1982. 

Ministry of External Affairs, Annual Repo....fS! 
1983-84, pp. 6-7. 
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Nepal's three rivers, Kosi, Gandak and Ka.rnali 

and their major tributaries provide virtually unli-

mited potential for the generation of power. These 

rivers after being harnessed will provide protection 

against floods. They will also provide water for irri

gation and power, for both India and Nepal• Among 

different major projects undertaken by the joint efforts 

of the two countries are the Kosi and the Ga.ndak project, 

in the field of nul ti-purpose r.iver valley projects and 

TrisuJ.i, Pokhra, Devighat project in the field of hydro

electricity are worth mentioning. 24 A green signal 

has been given by India to three projects, the Pancheswar, 

the Rapti and Ka.rnali in Nepal. India is presently 

assisting Nepal in the extension of pumped canal of 

Saptari and the distribution system of the western Kosi 

canal at a cost of rupees 12.5 crores.25 In 1985-86 

eight new projects worth about rupees thirty crores will 

be taken up for phased .implementation, which include 

24. Lama, n.12, pp.llS-120. 

25. T~Statesman (Delhi), 5 Feb.,l983. 
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rural e1 e::trification of ssr enty .. six villages of North

west of Kathmandu. 26 

Technical Assistance -- -
mdia continued to make a major contribution towards 

development of technical manpower in Nepal by giving 

training to Nepalese and providing facilities for higher 

edu:::at.ion. Deputations from India include planners~ 

engineers~ architects, teachers and professors etc. for 

educational institutions mainly in the 1'ribhuvan univer

sity. 27 :India set up tbree training institutions in 

Nepal viz. the Rural :Institute at Patan, Engineerin;;J 

School at Kathmandu and POrest Research Institute at 

Hitauda. Indian technical assistance is aimed at increa

sing the domestic stock of skills and productivity and 

to strE:1lgthen and supplement Nepal• s capacity to produce 

new states. 

The ta'ble below shows India• s aid commitments to 

Nepal from 1951 to 1986. It may be marked that ~pto 1970 

India• s aid to Nepal was progressiv eJ.y increasing as 

India undertook a number of projects in Nepal. 1'he 

-- -
27. vohra. n.4, p.a3. 
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Table- III 

YEARW~SE AID Cae1I'l'MENl' BY INDl.A '1'0 NEPAL 

Period/Year -.APaOunt PercEntage of 
• (Rs.in lakhs) total assisSsace --

1951-56 442.00 1.44 

1956-61 452.00 1.ao 

1961-66 2065.00 6.73 

1966-67 837.00 2.73 

1967-68 881.00 2.87 

1968-69 1098.00 3.58 
1969-70 1197.00 3.90 
1970-71 936.00 3.05 

1971-72 912.00 2.97 
1972-73 803.00 2.61 
1973-74 834 .oo 2.72 
1974-75 897.80 2.93 
1975-76 976 .s1 3.18 
1976-77 1056.44 3.44 
1977-78 924.39 3.01 
1978-79 1104.19 3.60 
1979-80 1460.34 4.76 
1980-81 1421.60 4.63 
1981-82 1575.00 5.13 
1982-83 4841.45 15.79 
1983-84 1788.47 5.83 
1984-85 1341.50 4. 37 
1985-86 2739.87 8.92 

--
Total 30684.57 100 --

SOUl:CE!I Ministry Of External Affairs, AM !:!9! Rfi!e2r t4. 
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sudden fall in India•s aid contribution during 1971-75 

was mainly because of India • s active involvement in the 

reconstruction work in the war ravaged economy of 

Bangladesh. HOJte.ter, the deep variation in aid commit

ment in 1960 and comparatively smaller variation in 1970 

can be attributed to the fact that in the latter decade 

most of the Indian assistance to Nepal was in the fom 

of maintenance aid as against the earlier which was 

mainly infrastructural aid. 

After 1975 India's aid commitment to Nepal has 

been showing constant rise except the year 1977-78. 

This year the decline was only marginal .i.e. decline of 

0.43 percent than prerious year. In the yeiir 1982-83 

India's aid cormaitment to Nepal was 15.79 percent 

because Nepal's sixth plan started in 1981-82 under which 

India had sanctioned aid for various de~elopment purposes 

in Nepal. Besides this, loan el. ement was very small. 

Out of the total Indian assistance to Nepal, the total 

amount of utilized loans by Nepal was only Rs.28.45 

crores,. At the same time the utilised grants element 

in Indian aid to Nepal was approximately nine times 

greater than that of loans. 28 In septeni>er 1985 the 

----------------· 
28 see Appendix 12. 
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King of Nepal voiced the feelings of both countries by 

saying on his return to Nepal from India: 

we are happy to note that the gwwing 
understanding between Nepal and India which 
has found a further fillip ••• has givEil 
us cause for satisfaction. (29) 

Indian Aid to Bhutaa 

Sio::e Bhutan constitutes a crucial link in Sino

India relations in the Himalayas, the kingdom has tre-
. 30 

mendous importance for India. Bhutan, however, was 

the late entrent in India• s aid list despite the fact 

that ~ndia and Bhutan were first to sign a friEDdship 

treaty on a August 1949, one year before the .Indo-Nepal 

31 ·friendship treaty. Indian aid to Bhutan flowed much 

later than it did in the case of Nepal not because 

there was any lack of interest by India in Bhutan, but 

because of Bhutan• s refusal to accept any aid lest it 

------------------
29. 

30 

31. 

Ministry of External Affairs, AD.nual Reports, 
1965-86, p. 6. 

Bhutan is a landlocked state lodged on the southern 
side by the great Himalayan range. It is bounded 
on the north by T!pet and West by Indian state of 
Sikkim and on tbe east and south by tbe Indian 
states of Assam and west Bengal. 

Foreign Polic;x of Ind!A.J_ Text of Documents 
I[i'::s9\New Delhi, Lox Sabha secretariat, -1950), 
p.l?. 
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interfered with its national prestige• In 1955, signi

ficantly at a time when .India's policies of. non-align

ment and panchsheel were· at their zenith, Bhutan refused 

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

a high official in the foreign office.32 

Prime Minister Nehru, during his visit to Bhutan 

in 1958 ·allayed the fears of the Bhutanese rulers whEn 

he said on 24 Septenber 1958: 

SOme may think that sio:: e India is a great 
and powerfUl country and Bhutan is small 
one, the former might wish to exercise 
pressure on Bhutan. It i"s, therefore, 
essential that ~ mak.e it clear to you 
(Bhutanese p·eople) that our wish is that 
~u should remain an independent country 
and take the path of progress according 
to your will• At the same time, we two 
(India and Bhutan) should live with mutual 
goodwill• we are members of the same 
Himalayan family and should live as friendly 
~eighbours, helping each other. ·rhe freedom 
of both Bhutan and India should be safe
guarded so that no one £rom outside can 
do any harm to them. ( 33) 

Nehru's persuasive diplomacy did bring positive 

results and reports later in 1958 indicated that Bhuta

nese government had accepted a small sum for road 

-- -
32 Vbhra, n.4. pp.87-S8. 

33 Ibid., p.aa. 



110 

construction as well as material and equipment. The 

Bhutanese attitude towards ~ndia marked a significant 

change in 1959 when the Chinese presence in Tibet became 

more menacing and Bhutan dE!17eloped apprehensions about 

further devel.opmeiits on her own borders. Later dur.ing 

1959 India and Bhutan agreed that fxom 1960 onwards 

India would provide Bhutan an annual grant of rupees swen 

lakhs for development purposes which would ena):)le the 

Government of Bhutan. to draw its development plans on 

a systematic pattern covering e~ery phase of country• s 

economy. 34 

.In February 1961, Bhutan invited a team from the 

~ndian Planning commission to devise the ,&irgt devel.oem~t 

Rlsn ~1961-66) for the country which was totally financed 

by India. l:t made a grant of Rs.l7.44 c%0res to finance 

the complete plaJl. The plan envisaged social projects 

and general development measures for the growth of Bhuta

nese e:onomy. .Road construction programme was given a 

high priority, and infact sE!I7enty percent of the plaiUled 

expmditure was devoted to this activity. 35 

----------------·--
34. Ministry of External Affairs, Annus-1:, Reports 

1960-61, p.a. 

35. Vohra, n.4, p.89. 
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India contributed rupees twenty c.rores as grants 

to Bhutan during the secood five x;ear plga (1966-71) • 

Assistaa::e was given to Bhutan to set up rewenue ra.isiDiJ 

schemes like animal husbandry and agr.icul ture industry 

etc. Apart f.rom this, small air plane landing strips 

had been constructed at Pa.ro and Thimpu to provide 

ad.dit.ional 1 inks with India. In the field of coamunica

tions, fifteen wireless units were initially supplied 

by Indian gov e.mment which were to be used for flood 

warning. 36 

The Government of India had agreed to provide 

Rs.35.5 c.mres to finance Bhutan• s ab!fd Five Year ~ 

(1971-76) , but following mOdification and expansion of 

plan size, India's c:ontribution to the implementation 
rose 

of the Third five year plan of BhutanLto about rupees 

fortysix crores. 37 During the third five year plan, 

the formal agreement on the Chukha-hydro elec:tri.c project 

estimated to cost rupees eighthree crores and designed to 

produce 332 MW of power was signed on 23 March 1974. 

India is financing the project on the basis of sixty per

cent of grant and forty percent loan. 38 l:ndia has also 

------------------36. 
37. 

38. 

Banerjee, n.3, p.463. 

Ministry of External Affairs, ADnual Re£q£tsL 
1975-76, PelS. ---
HinduJSan Times (New Delhi), 27 March 1974. 
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undertaken to finance the construction of cement plant 

with an annual capacity of l,Oo*ooo tons at Pagli in 

Bhutan at a cost of rupees seven crores. The oost of 
39 which was met through l:ndian grants and loans. Both 

would provide bases for the development of Bhutan• s 

economy and industry. 

India had offered assistance of over .Rs. 70.30 

cz:or es out of its total plan outlay of rupees eighty 

crores in Bhutan's Fourth Plan (1976-81). 40 The Bhutanese 
--~~--~~---- -

delegation' discussed with Indian officials a number of 

projects such as micl:t>-wave links, broadcasting station, 

irrigation and dairy schemes as for their establishmmt 

.India can provide financial and technical help• As a 

result of which India has provided help in the survey 

of Begna and Rydak hydro electric schemes and mic.ro 

hydet project of power supply to different areas of Bhutan. 41 

39. "The agreement was signed on 26 JUly 1974 by the 
Pagli project authority and the Cement corporation 
of India, appointing the latter as oonsul tants for 
setting up cement plant on tumkey basis•. Ministry 
of Extemal Affairs, N!DUal .Reporl._l976-77, pp.2-3. 

40. "India• s financial assistance during the fourth 
plan has seen an average rate of Rs.lO to Rs.l2 
crores per annum", !!!Jes of .Indi_s (New Delhi) 1 
16 June 1981. 

41 .Indian Express, 26 .May 1981. 
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During the fourth plan period India assisted Bhutan in 

the construction of cement project at Penden which is 

estjmated to cost Rs.12. 75 cxores. India has also 

helped in the comprehensive allied irrigation schemes 

in the town of GQyleghug. A sum of Rs.2.13 crores was 

given for gt:.Ologioal and mineral exploitation in Bhutan 

in the year 1977-78. The Ministry of AgricUlture under 

the Government of India carried out a pre-investment 

survey of forest resources for the exploitation of Bhutan• s 

forest wealth during the fourth plan period. 

Out of a total outlay of Rs. 433 crores for 

Bhutan fifth five year plan (1981-87) India would f~anc:e 

·to the tune of Rs.l34 cxores. As part of this contr.il:>ution, 

India pledgee a grant of rupees twentyfive crores for 

1982-83, while in 1983-84, a sum of Rs.24. 77 c.rores was 

released to Bhutan as plan subsidy and in 1984-SS, a 

sum of Rs.28 .• 60 crores was granted to Bhutan as plan 

subsiqy • Besides this, a grant of ten lakhs was given 

by India for Monastic complex in Bhutan. India had givESl 

rupees five cxores to Bhutan for the ex>nstruction of a 

Secretariat complex and for the renovation of Bhutan• s 

famous nonasteries and administrative centres. A grant 

of rupees two crores by India had enabled Bhutan to 

undertake urban detelopmE!Ilt works. 42 
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Bhutan• s present fifth dew elopmEilt plan ends 

in 19Si Bhutan is now approaching towards sixth plan 

which will int.t'Oduce a new phase in Bhutan• s deTelop

ment. The process of drawing up Bhutan• s next plan 

{1967-1992) has been initiated by Bhutan and a team 

from the planning commission and the Ministry of External 

Affairs, held talks with Bhutanese counterparts in 

August 1985 on the"', conc-eptual bases of sixth plan • 

.Indian Prime Minister Rajiv Gandhi during his visit to 

Bhutan in september 1985 affirmed India• s commitment to 

continuing participation in Bhutan• s forthcoming sixth 

plan. 43 

Table- IV --
.INDl:AN AID TO BHUTAN'S FJ:VE YEAR PLANS 

fl ~ii{£eri0d ~v ered --·---·~AmO=;.;::un~t~(in==-..:c::.::r:.:::o;..:r;.;:.e;:;::s~R:.:.s~·:.4:l __ 

First (1961-66) 17.44 

second (1966-71) 

Third (1971-76) 

Fourth (1976-81) 

Fifth (1961-87) * 

20.00 

44.00 

70.30 

134.00 

------·--------------------------·--------* It does not include the grant cum loans for Penden 
CEment plant and the Chukha project. 

Source~ Ministry of External Affairs, Apnual Rewrts 
from 1961-62 to 1985-86. 

43 Indian Ex...eress, 26 May 1981. 
Asian Recorder, 1 and 7 Jan.,l985,p.l8604. 
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The above ta):>l e shows Indian aid to Bhutan • s 

five year dwelopment plans. The first three plans were 

draft~ and finaro ed by India. While in the fourth plan 

which incorporated Bhutanese ideas also, India had cont. 

ributed approximately ninty percent '90%) of the total 

plan outlay. Moreover for the fifth plan, which is 

stirel.y product of Bhutanese genuis India had offered 

50 percent of the pfan outlay as aid. The amount which 

India has given for Bhutan• s fifth plan is approximately 

double of the amount· of the fourth plan and near el:>out 

eight times greater than the amount sanctioned in the 

first plan. Inspite of the involvement of other 

international agencies as donor in Bhutan's development 

the am::>unt of India aid provided by India is still 

larger. 44 

Aid commitments by India to Bhutan is the largest 

not only amongst the Himalal'6n kingdoms but also amongst 

all the south Asian c6untries. EXcept for the years 

1970-71, 1979-80 and 1982-83 the percentage of hdian 

aid has been increasing as shown in table v belows 

44. see Appendix 12. 

1 
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'1' ab1 e ':....! 

YEARWJ:SE .UD COMNITMENTS BY INOlA '1'0 BHUTAN 

--PeriOd/Years Amount(Rs. in 1akhs) Percentage of total 
assistao::: e --

1961-66 1744~00 3.50 

1966-67 314.00 .65 

1967-68 406 .oo .84 

1966-69 571.50 1.86 

1969-70 674.50 1.40 

1970-71 638.25 1.32 

1971-72 715.00 1.46 

1972-73 1024.50 2.12 

1973-74 1337.50 2.77 

1974-75 1577.09 3.27 

1975-76 1943.12 4.03 

1976-77 2347.50 4.87 

1977-78 2466 .oo 5.11 

1978-79 3513.84 7.19 

1979-80 3046 .oo 6.39 

1980-81 3352.76 6.85 

1981-82 3863.88 8.01 
1982-&3 2222.00 4.61 

1983-84 5688.50 11.10 
1984-85 6238.19 12.84 
1985-86 4536.27 9,31 
Total 48220.40 100 -- -

Source a Ministry of External Affairs, ~s! Re:egrts 
from 1960.:.2.J: to !985-_§,2,. 
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The decline in .lDciian aid in 1970-71 was due to India's 

involvement in 1971 war with Pakistan for liberation of 

Bangladesh. While in 1979-80 Bhutan took different 

'stand than that of India on the Kampuchean issue and 

call e<i for closer relations with China. Bhutan also 

demanded satisfaction of 1949 treaty. As· it wanted no 

secret of its desire to open direct and bilateral nego

tiations with China (The friendship treaty of 1949 

demanded that Bhutan should consult .India on matters 

relating to it·s internal defence, security and interna

tional affairs). It was Bhutan quest for a new 

role in the world community which got occassionally 

articulate:l in a demand for revision of treaty of 1949. 

But this decline in India• s aid is only marginal i.e. 

0 .a percent in 1970-71# 0.87 percent .:1n 1979•80 and 

3.40 percent in 1982-83. There is an increase in overall 

aid commitmEnt by India. Whereas in the first five 

years (1961-66) India had given Rs.1744.00 lakhs to 

Bhutan in 1985-86 this amount mse to Rs.4SJ6.27 lakhs 

for one year. which is approximately four times than 

the previous one. 

I!Sh._n_i_c~al._A._s.s•i•s•t~a~nc~e 

Apart from this India had assisted Bhutan in 

technical fields by sendin:.J experts and technicians for 
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development projects, training facilities, seminars and 

scholarship to Bhutanese. The amount of scholarship 

reached to Rs.l4 lalchs in 1985-86 which is more than 

double of the 1964-65 which is Rs.s.os lakhs. India 

has also provided educational and training facilities 

to Bbutanese in various fields like science, technology, 

. ~ in medicine and telecommunications. Certa projects 

like area deTelopment, poultry, animal feed plant and 

fruit canning etc. has also veen idEDtified with the 

help of Indian surveys. Besides this, India continues 

to supply, at Bhutan's rEQ:uest certain essmtial ooumo

dities such as· wheat, rice, sugar, coal, steel and 

edible oils etc. at controlled prices. Indian experts 

visited Bhutan to help it in setting up a super market 

type structure to provide outlets for basic consumer 

goods at fair prices. 46 

India has cooperated in Bhutanese development 

process mainly by way of grants and technical and man

power assistance for its projects. The loan element is 

very small in Indian assistance to Bhutan. 47 It can be 

45 • Ministry of External Affairs, M!nual Repqrt 
1985-86, pp.s-6. 

46 • Ibid.Jp p.6. 

47 see Appendix 12. 
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said tba.t Bhutan has been receiving a fair quantum of 

foreign aid consisting of mainly grants from ..India and 

:India will continue to offer assistan::e on larger scale 

to Bhutan. 

l!!dian Aid to Bangladesh 

Bangladesh is surrounded by .:Indian territory 

except for a short south- eastem fz:ontier with Burma and 

the southern coast fronting the Bay of Bengal• China 

and Nepal being separated from Banglade'sh are tWo closest 

neighbours after India and Burma. The modern state of 

Bangladesh had emerged in 19 71 after eleven day war with 

Pakistan, 48 which. previously was known as East Pakistan 

(one of the five provinces into which .Pakistan was 

divided at its separation from British India in 1947) • 

Bangladesh emerged as an area of highest bilateral aid 

concentration for India in its sub-continental economic 

cooperation during the early 1970s. It was no:::essitated 

because of political events in the area as well as due 

48. •ouriD] the 11-day war in the eastern theatre, 
~e Joint Muk.ti Bahini Command of Bangladesh and 
India defeated t,he Pakistani army ~hich surren
dered on 16 December 197111 with this a new 
situation emerged in the subcontinEnt i.e. birth 
of the sovereign independent state of Bangladesh. 
Banerjee, n.3, pp.360-61. 
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to the fact that Bangladesh e:::onomy had the necessary 

infrastructure and its aid absorbing capacity in compari-

. son to Himalayan kingooms, at its inception, was 

immense·. 49 Indian aid to Bangladesh can be divided into 

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

beneficial. economic relations. 

_!!.!£2_ns true tion P rog rall1n.§ 

Bangladesh at her birth had a number of problems 

and needed economic assistance of vast magnitude• 1'he 

first and the forerrost problem for the new RepubliC was 

the return of ten million refugees who had poured into 

India at the time of the struggle for the freedom of 

Bangladesh. Immediately after the liberation of their 

homeland these refugees started retumill;1 towards their 

homes which created the problem of their resettlement. 

In this task, the Government of India extended a grant 

of Rs.l8.58 crores to the Government of Bangladesh to be 

spent on refugee relief in the form of cash doles. 50 

49. Vohra, n.4, P•lOl. 

50 • Ministry of Extemal Affairs, Annual_Reportf!L 
1971-72, P•ll. ---
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By March 1972 most of the refugees bad retumed 

to Bangladesh and the next problem was to reconst.tUct 

the. war ravaged economy of Bangladesh. A grant of 

rupees twentyfive crores for the purchase of urgently 

needed commodities was extended by the Government of 

India to Bangladesh. Apart from this, India extended 

loans to the Bangladesh to help her overcome its economic 

difficulties ... A loan of Rs.lO cro.res was made in March 

1972 for rebuilding railway network in Bangladesh. ~he 

GovernmEnt of India provided a further ioan of $ 5 

million in for~gn exchange for the foreign exchanged 

needs of Bangladesh.51 

The year 1972-73 marked the period of the heaviest 

Indian economic assistance to Bangladesh. A sum of 

Rs.200 crores was budgeted for econom.ic assistance to 

Bangladesh during 1972-73,of this amount Rs.l67.63 crores 

had been fullY allocated. (Rs.l32.SO czores in the form 

of grants and Rs.34.S3 crores in the form of loans on 

concessional terms.). Apart from this, the internal 

food imports fmm l:ndia was entirely in the form of gifts. 

51. Ibid·~ P•ll. 
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'l'he largest oompon6lt of .Indian aid was the grant of 

7 .so,ooo metric tonnes of foodgrains which was further 

augmented by another l,so.ooo metric tonnes of food

grains.52 Upto August 1973 India had allocated a sum 

of Rs.210 cmres as financial assistance to Bangladesh 
53 in the fo.rm of grants and loans• These supplies from 

India Enabled Bangladesh to conserve its hard currency 

for resumption· of its trade relations. The Indian RaUway 

engineers su::cessfully oompleted the repair of the vital 

bridge in Bangladesh, formally opened on 12 O::tober 1972. 

which help"ed ease the transportation problems within 

Bangladesh. 54 

~eficial Econo~c Relatioa! 

Initial aid for rehabilitation and reconstruction 

of Bangladesh economy was succeeded by a more diversified, 

mutually beneficial relationship. The economic assistan::e 

by India to Bangladesh had been given new dimension durilXJ 

------------------
52. Ministry of External Affairs. @Ual Re,eprt.t. 

!272-73, p.a. 

53. see Appendix 13. 

54. Ministry of EKtemal Affairs, Aru!Y.Y .Report 
1972-73, p.a. 
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1973-74, as the priority had now shifted to cooperation 

in the fields of trade, industry transport and water 

management instead of supply of essential goods and 

services. .In addition to the aRDunt of .Rs.200 cmres 

earmarked for Bangladesh during 1972-73# which was partly 

spEI'lt during 1973-74 and 1974-75, the Government of 

l:ndia a,]reed to give the following aid and commercial 

credits during 1973-74: 

(a) Rupees ten cz:ores for the purchase of equipmEnt• 

(b) Rupees twentyfive c.rores special bank credit 

for the supply of items like the railway wagons 

and coaches, pumps, tubewells, transmission lines 

and power equipment. 

(c) .Rupees Fifteen c.rores temporary bank acconuood.ation 

for one ·year for the supply of text.Ue.55 

Despite its own economic constraints in 1974-75 

India made availal:>le loans and credits worth rupees 

thirtyeight crores i.e. rupees five crores for Chetak 

Cement plant, rupees ten crores for purchase of colllllOd.ir

ties by Bargladesh from India and rupees twentythree 

crores pi:-ov ided by the Industrial oev elopment Bank of 

India.56 A further credit of rupees ten crore·s was made 

ss. 

56. 

Ministry of External Affairs, Annual Re,Eerts 
1973-74, pp.9-10. - --

Banglsde§h_Obse.tVer (Dacca) 21 May 1979. 
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available in August 1974 to assist Bangladesh in meeting 

an acute balano e of payment position. Apart from this, 

as a token of syupathy and solidarity with the victims 

of July-August flood ravaged in Bangladesh, a coumod.i.ty 

grant of rupees five lakhs was m-ade available by the 

Government of India.57 

From mid 1975 onwards further areas of economic 

aid to Bangladesh were explored. .In May 1975 the then 

Indian Planning Minister, D.P.Dhar, accompanied by a team 

of senior Indian officials visited Bangladesh and held 

wide range discussions on economic cooperation between 
58 the two countries. An agreement for the supply of 

2,00,000 tonnes of limestone annually to the Chetak 

Factory by the Komarrah Limestone Company for twenty years 

was concluded in May 1975 • In addition, the Government 

of India initiated feasibility studies in the fields of 

Clinker Cement and Fertilizers, each costing Rs.one lakh. 

India also sanctioned technical assistance in the field 

of sponge iron. The cost of the feasibility study on 

this project was to rupees thirteen lakhs.59 

·-------
57. Ministry of External Affairs, ~ual ..Re{l2rts, 

1914-75, P•l2 • ---
58. Vohra, n.4, P•l03. 
59 Ministry of External Affairs, &!~al Re;port 1974-75 

p.ll. ~~ 
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Despite all the aid given by India Bangladesh 

tumed hostile towards the latter during 1975 ( a bloddy 

coup on 15 August 1975) resulting in the reduction of 

aid commitments 'by J:ndia to that count.cy. J:ndJ.a conti.

nued her efforts to reduce bittemess and gave Rs.S.al 

million as grant and Rs.5.81 million as credit to 

Bangladesh. 60 .It started picking up rather hesitantly 

and even in 1977-78 it was at the 1975-76 level. However# 

during 1978-79 there seems to be an impressive rise 

following a fresh phase of political relations between 

.India and BaOllladesh under the ~nata government in 

India, in 1977. J:n December 1977, the Eastem PCiper 

Mills Ltd. a Calcutta based firm concluded a rupees two 

crore contract to set up a paper :board plant in Bangla

desh. In July 1978, Siemens J:ndia was entrusted with a 

Rs.l.S crore turnkey job for the electrical power supply 

systen and distribution EQUipment for National ASseai::>ly 

building complex in Dacca. 61 During the last days of 

Janata GovermnEnt (May 1979) an agreeraent was signed 

------------·-----
60. Indian EKpt;e§S (Delhi) 16 December 1976. 

61. •Inciia and Bangladesh a Economic Relations•, 
Commerce# vol.CXXXVIII, no.354, April 21# 1977, 
pp.639-i)40.· 
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between India and Bangladesh under which India agreed 

to supply 50,000 tOnnes of wheat and 1,50,000 tonnes 

of rice to Bangladesh to help her in acute :food crisis. 

The commodity loan of wheat was free of interest and 

repayable by Bangladesh within a period of eight 

months after delive.ry but in case of rice,. the loan 
. 62 

was for the period of two and half ye~ S• 

~ndia' s Minister for Industrtes" ;, Charanjit 

Channa said on 7 DecEmber 1980 that 

inspite of India• s limited resources, 
we have extended credit of $ 4 million 
to Bangladesh since its emergence as an 
ind_ependent country, a part of which is 
still in the process- of being utilised. (63) 

In July 1981, India signed an agreanent to supply 

l,oo,ooo tonnes of wheat to Bangladesh which contained 

Bangladesh comm1 tment to return foodgrains in the next 

two and half years. 64 In Nov ember 1982 Bangladesh was 

facing serious foreign exchange crisis. As a token of 

its earnest desire to help Bangladesh, India offered a 

Government to Government credit of rupees twenty cmres 

and another rupees forty c.rores as CX)mmercial credit 

--·-----
62. Kuldeep Singh, I,edia and Bangladesh (Delhi• 1987) , 

p.63. 

63. ~industan Times (New Delhi) 8 December 1980. 

64. _bsian Recor~, 9 JUly 1982, p.l6685. 
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f:r:om export-import bank for the purchase of capital 

goods and equipment. These were given at interest rate 
65 

much below the prer~ailing market rates. On 14 June 

1983 India agreed to provide a credit of rupees twEDty 

crores to Bangladesh and also another rupees forty crores 
l"n . ~ [at 9.25 percent of interest repayal:>le in thirteen years. 

No doubt conflicts between. the two Governments do exist, 

but both desirous to improve the quality of bilateral 

relations under the fraxaework of SOuth Asian regional 

cooperation. 

Table- Vi --
YEARW.ISE AID COMMI'I'MEN'l' BY INDIA TO 

BAHGLADESH 

P"eriod/years AmOunt(Rs.in lakhS) Percentage of total 
_ --·~-------------..::a~ss=i;.lili§~ta~a:::::::..2e ____ _ 

1971-75 
1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980..81 

1981-62 

1962-83 

1983-84 

1984-85 

1985-86 

3090.00 

922.25 
288.17 

263.10 

365.51 

530.00 

121.50 

127.49 
165.91 

171.00 

297.00 

348.00 

46.18 

13.79 
4.31 
3.93 
5.o66 

7.92 

1.82 

1.91 

2.48 

2.56 
4.44 

5.20 
Total --·~6i:"46rc8iiio:-.0"93-:;---------::l:-:::O~O:------

~so::::=ur=c~a:-4Ma=:inr::-:ir::s~t::-::ry=--:::o~£.......:Ex~t::ern~~a~l~Af~-;;f:-a71r=-s-, -An:"""""n..,u-al~-~.Re~eg:_r_t.! ___ _ 
f.mm 1970-71 to 1985-86. --- -
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The above tal:>le shows that Indian aid commitment 

to Bangladesh upto 1975 was maximum as it was for recon.

stiuction of war ravaged economy. But later on in the 

years 1976-77 and 1977-78 there was· decline in percentage 

of .India• s aid commitment to Bangladesh i.e. 9.48 percESlt 

in i976-77 and 0.38 percent iit 1977-78 which could be 

attributed to coup in Bangladesh and the anti-India 

attitude prevailing in. Bangladesh. But under Janata 

Government policy of beneficial bilateralism • .Indian 

aid colllln.itment increased~ Again there was decline in 

1980-81 and 1981-82 due to Prime ~.Jinister Indira Gandhi• s 

policy and her criticism of· Janata Govemment• s soft 

posture towards neighbouring countries. Moreover. aid 

oonmitmmt to Bangladesh has been prQ9ressively increasing 

since 1981-82; It rose from 1.91 percent in 1981-82 to 

5 • 2 percent in 1985-86. This coUld be considered a symbol 

of more friendly and cooperative rel.atjons between the two 

countries. 

I,!chnical Assi~~ 

Apart fz:om grants, loans am credits .India has 

provided technical assistance to Bangladesh in terms of 

training fac:ilities, research fac-ilities, expert seJYice 

in various fields like railways. banking. aaninistration, 

managemct .. agricultUJ:e, small IICale industry and nuclear 
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science in order to restore the infrastructure of Bangla

desh• Under scholarship progranune, hundreds of Bangladesh 

nationals and officials were trained in .India• .lit 1984-85• 

around set ent.y scholars availed scholarship offered by 

the Government of l:ndia. 67 Moreover, training facilities 

had been also made available to Bangladesh personnel in 

Indian rail ways and in the National Scimce l:osti tute 

of Kanpur. Indian experts also v iaited Bangladesh to 

provide consul tancy services in areas o'£ sugar techno

logy, cement and small industries. Three feasibility 

studies, at a cost of rupees sixteen l akhs on cement. 

fertilizer and sponge iron were completed by ~ndian con-
68 

sul tants. A seT ell member delegation from Bangladesh 

participated in tbe sixth Indian Engineering. trade 

fair in February 1985 • 69 Thus, Indian technical assist,. 

ance is mainly aimed to transform stagnant agricul t~al 

Barqladesh economy into a dynamic industrial one. 

Situated on the southern tip of the .Indian sub

continent, sri Larik.a covers an area of 25,332 square miles, 

68. 

69. 

Ministry of EXternal Affairs, Annual Report 1984-85, 
p.4. 

Ibid. 1 1977-78, p.J. 
Ibid., 1985-86, p.2. 
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almost the size of Greece. .It is separated from the 

Illdian subcontinent by a narJ:Ow stretch of water, the 

Palk Strait. From the geo-political point of view, sri 

Lanka lies within the periphery of a country, which in 

relation to her, indeed by Asian standards, is a •Big 

Power•. In this context sri Lanka is to India what 

70 
Madagascar is to Africa • 

.l.n 19 48 whm Sri Lanka became an independent ani 

sovereign deroocratic republic • thirty four percent of its 

gross national product was derived 'from exports and an 

equal percentage of national income was spEDt on imports• 

'rhe weaknesS of the economy lies in the fact that these 

exports were subject to wide fluctuations in terms of 

world economy and market conditions. so in order to 

revive its ec::onoay Sri Lankan Governm&nt had received 

aid from various countries particUlarly westem capita

list countries. India entered into the field in 1966 

only after Srimavo-Shastri pact of 1964. 71 

·-------
70 • Lalit Kumar, .India and sri La!Jt,a (New Delhi. 

Cbetana. 19 77) , p.l. 

71 11Stimavo-Shastri Pact on the Issue of Stateless 
persons was made and this CfUile to be a big break,.. 
through in the bilateral relations of the two 
countries•. See for details. Ibid. • pp.S2-S4. 
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India• s vast size and resources. her geographical 

proximity and presence of about a lldll.ion people of 

Indian origin in the island are resp:Jnsible for an atti• 

tude of suspicion towards India• This could be one of 

the reasons. why l.ndia started giving credits to sri 

Lanka quite late in mid 1960. India provided liberal 

credits and soft loans in order· to ~ove the balance 

of paymct position of sri Lanka which was frequently 

disturbed by fluctuations in the price of exports of 

Sri Lanka· Apart f.r:om this, India gave gifts and relief 

fWlds for rehabilitation purp;>ses. Later on. India also 

started giving teclmica.l assistar:ce to Sri Lanka for 

development purposes. 72 

credits and LOan_! 

on 14 :ret>rua.ty 1966 India inspite of its own 

foreign exchange crisiS gave a sum of rupees twenty 

million ~s credit to enable Sri Lanka to import consumer 

goods f.r:om india at three percmt interest per annum. 

The Sri Lankan I:iigh Commissioner said that Il'ldia • s 

respc)nse to Ceyion• s need was worthy of eRI.llation by 

H.s.s.Nissanka. sri Lank~· s Foreign Poligy ~ A 
Study in NoD-a1ignment ( ew Delhi, Vikas, l 84) • 
'PP. 246-250. - . -
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others. 73 On september 1969 .Ind.:i.a extended anotber 

credit of rupees fifty millioa to sri Lanka for purchase 

of some equipnent like el.e::trical goods and machinery ,. 
at five percent interest per annum. This rerealed 

that with all iD:rease in the aDDUnt of credit, India 

incx-eased the rate of interest. After a gap of one year 

a further credit of rupees fifty million at five percent 

interest per annum had been given by India in 1969. 

The credits of the sallle amount had been given by 

India in 1971, 1973 and 1976 but more specllic conditions 

like fixation of y~s in which credits have to be repaid 

signified a new trend in lRdia's aid to Sri Lanka from 

19 70 onwards. They may be due to Sri Lanka' s neutral 

poUoy in BaD"Jladesh developments. 75 Although later on 

Sri Lanka voted in favour of United Nations resolution 

i.e. calling for withdrawal of forces from East Bengal 

yet India offered .tu.pees one crore as loan to Sri Lanka 

for derelopment projects. Besides this, in 1973 also a 

-----------------
73. Asian .Recorde£, 5-11 March 1966, p.6963. 

74. Indian ,Expres.! (Hew Delhi) 2 septE!IIber 1967 • 

75. v.P. Dutt, India• §.. For~Polic;x: (Delhi. 1985) , 
Pe233 • 
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offered 
loan of rupees ten cJX>resito set up fertilizer project 

in 1975.76 This showed that India did not let its 

relations be marred by the latter• s stand on Bangladesh 

der elopnents • 

.In May 1976, an agreement was signed in New Delhi 

prov i.ding an interest free loan of rupees ten lalths ·to 

sri Lailka for the purchase of various items from .India 

for holding Conference in COlombo in August 1976. The 

loan was to be repaid over-a period of three years in 

Siual instalmmts from 3 JUly 1977 • The Govermnent of 

India had also given a grant of rupees tED lakhs for 

77 the same purpose. 

On 19 January 1977 • India gave a sum of rupees 

se.renty million as credit to Sri Lanka which carried 

five perceD.t interest per aDnum and was repayable in 

fiftem and half years including a grace period of three 

years. 78 'l'he credit was to be utilized for purchasing 

various items fz:om India including commercial veh.:lcles. 

76. Asiap Recorder, lG-16 sept., 1975, P•l2779. 

77. J.A.Naik, ~ndia in Asia and Africa (Maharashtra, 
Avinash, 1981), pP.~14-l75. 

78. A!!,tn_Recorder, 26 Feb. - 4 March 1977 • p.l36l7. 
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industrial construction, telecommunication, agricUltural 

and fisheries ~uipment. Previously, essmtial COIDm)d,.i,

ties, capital goods and machinery equipment could be 

purchased. With the emphasis on the pw:chase of agri

cultural fisheries and industrial construction equipments 

from :India, there is an increase in the amount of 

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

previous credits. 

under J&nata Government• s policy of beneficial 

bilateralism, there was an increase of .rupees thirty 

million in the amount of credits• 'l'he conditions of 

credits were similar to that of previous one. Further 

credits of rupees one hundred million were offered by 

India to Sri Lanka in 1979 ani 1981, respe:::tively without 

any charge in conditions, for the same purpose i.e. 

purchase of consumer ani capital goods. The list of 

credit facilities extended by India to Sri Lanka are 

given in the following table. 

~ts and Relief Funds 

.In 1967-62, to help the victims of flood in Sri 

Lanka, the Govemment of India made a gift of sarongs and 
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ISI.21e- m. 
CRED.ITS FAC~ITJ:ES EXrENDED BY .IND.IA 1'0 SRI LANKA 

- eondltlOn Year AmOunt Purpose 
(Rs.mil1ion) 

1966 20 Ess entia1 commodities 3 percent interest 
consumer, capital per annum 
goods and machinery 

1967 50 -do- 5 percEOt interest 
per annum. 

1969 50 -do- 5 peres t interest 
per annum for 12 
years. 

1971 50 -ao- 5 percent inte.test 
per amum, 15~ yrs 
+ 3 y.rs.grace 
period. 

1973 50 -do- -do-
1976 50 -o.o- -do-
197? !10 Consumer and capital 

goods & also agricu-
-do-ltural fisheries and 

industrial oonst. 
equipment. 

1978 100 -do- -do-

1979 100 -d.c:>- -do-

1981 100 -do- -do-

--~~~----~--------------------------------------

source a Ministry of External Affairs, &QysJ:. Ree_q~ 
from ~ga-:.§Ll;e,_,l::.:9_a_o_-"a~1· 
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sarees worth of Rs.lO,OOO to the Government of sri Lanka.
79 

.In August 1970, .India met Sri Lanka's rs;~uest for 10,000 

metric tons of su:;ar to meet the shortage. India also 

met the cost of about rupees fifty la.khs to establish 

cattle breeding Wlit and donated high breed animals for 

sheep breeding centre. Apart from this the Indian govern

ment gifte:i rupees thirty two million worth of equipment 

for direct dialing system proJ,ect. 

IAdia donated a sum of rupees eight lakhs to Sri 

Lanka as coatribution towards relief and rehabilitation 

purposes during ethnic crisis in sri Lanka in 1971. The 

value of relief supplies provided by the .Indian governmEnt 

and the Red cross Society a.moWlted to rupees eleren 

millions. Apart from this rupees four millions were 

given by the Indian govemment for refugee camps.80 

Technic a1 ASS istano e -
India provided training facilities to Sri Lanka's 

nationals in the fields of engineering, medicine, fisheries, 

mica-DU.ning fertilizer technology and irrigation power. 

--------·---------
79 Ministry of External Affairs, A,..nnuaJ. Re~.t. 

1967-66, . 

80 l:bid •• - 1983-84, p.2. 

-<:-
1 
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'l'eams of Indian experts from tbe Engineering Projects 

~ndia Limited (EPIL) conducted studies and prepared fea

sibility rep:>rts for setting up rubber based industries 

including tubes, tyres and textile ta::lmol09Y• 81 A sheep 

breeding centre was also set up in Sri Lanka with .Indian 

assistance as ~ndia gave vef'erinary medicines,. alld other 

equipmEDt at a cost of Rs.s.so millions.82 Besides this,. 

Indian government helped in the implementatiOn of Mahawali 

detelopment prograJmte -- speciallY by providl.ng feasibi

lity stuqy in Kotmale project (a component of water resour

ces derelopment Plan of Mahawali river basin) by providing 

expertise and technical personnel. Indian techn.ical 

personnel had also shown a great interest in the establi

shment of fertilizer plant and hand made paper ~it in 

Sri Lanka• 83 Recently.t .India also agreed to provide 

training opportunities to Sri Lankan personnel for condu:::

ting offshore mineral survey.84 

'l'hus. it can be said that relations between the 

two countries are usually more stable if rooted in 

-----------------
81. Contnerct (Bombay) 8 April 1978, pp.552-553. 

82. CftlO!!.,.D§iiy New§ (Colombo)_. l4 February 1976. 

83. commm. a April 1978, pp.552-553. 

84. 6s1an Recorder, 30 April - 6 May 1983, p.l715l. 
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developmental and technical cooperation rather than 

identity of political views which are so often transient 

to local pressure. 

!edian Aid to Mal~es 

The Maldives, an al:chipelago. of about 2000 coral 

islands, of whiah only 210 are inhal:>ited is situated 

south of the Indian territories of Lakshadweep and south 

West of Sri Lanka• SS It suffers from the problems of 

demography of underdevelopment and of 1ntema.t.'lona1 power 

rivalries. 1he physical remoteness of Maldives explains 

how the islands have .remained untou:hed by great oocial 

and political changes that have swept across SOuth Asia.86 

Though Maldives became independent 1n 1965 and transfo.Ga 

med itself into Republic three years later i.e. in 1968, 

it was only 1n March 1974 that thread was picked up for 

improving relations with India. The then Maldivian Prime 

85. J.P.Anand, •The t1aldives 1 A P.rofile•, !Q§A 
Jow:n!:J.. (New Delhi), OC:t,..Dec. 1976, VOlelX, P•ll6• 

86 •The nearest land masS of Malaiv es lies 300 miles 
awaY• l'he distance of cape Comr1n, l.ndia• s :.iOuth 
extremely and it J.s 400 miles eastwards acmao 
Indian ocean to Colombo, the caPital of sri Lanka•, 
see for details, a WOrld Bank COuntxy Study, 
~S!:);div es sn ~nt.roduet;ox:L§conomJ.c .Report ( l'lashing
ton, o.c •• 1980), P.P·l-2. 
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Minister Zald. arrived in India on his first visit in 
.Prime Minister 

the sanae year. Subsequently IndianL on an invitation 

of Maldivian Government spent three days in Male fJ:Om 

12 to 14 January 19 75. This marked the b&g"inning of a 

new and closer relationship between India and Maldives 

in the fields of education, fisheries and communication. 87 

In Septenber 1975. the ~nternational Airport 

Authority of India (IAAI) prepared a project report for 

the expansion of the HuJ. el e Airport. Besiaes this lndia 

assisted in the establishment of rupees fortytwo lakhs 

canning plant with an annual capacity o~ J.ooo tonnes. 

India also provided entire equipment for it. A Radio 

telegraphic link between Male and Bombay was set up with 

Indian assistance. 88 India renderEd considerable assis-

tar¥:e in training Maldives manpower in different fields 

such as civil aviation, custom. parliamentary and secre

tarial work. Maldivian Prime Minister said on 30 DeceDber 

1976 that 

the people of Maldives are g ratefu.l to 
India for SEI'lding surgeons On various 
occasions and they are interested in 

------------------
8 7 • _B!9J:an Sf!d Forei2n Review, 1 February 1975 • p.l7 • 

sa. ~.!!of Indiat. 15 January 1975. 



Indian technical assistance in several 
fields because Maldives is situated in 
its immediate neighbourhood· (89) 
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The visit of the Maldive• s .Minister of .Exiucation 

to India in May 1977 reflected the friendly contacts 

being maintained between .ID<iia and the Maldives. On 2 

March 1978, the Government of India decided to award 

Rs.9 .30 c.r:ores ($ ll million) for airport constructJon 

in Male.9e Moreover, a committee of IndiaA and Maldivian 

officials ha4 been set up to work out details of econo_mic 

and technical cooperation between India and Maldives.91 

In 1979, tbe International Airport Authority of India 

had oompleted its contract for Hul.ule airport, the runway, 

the tezminal buildings and the ancillaries were completed 

by the middle of 1981 and the Airport was inaugurated 

in No.rember 1982.92 

Apart from this, India provided .medicines worth 

Rs.l.04 lakhs to fight diarrhoea epidemic which broke out 

89. The Hindu, 31 December 1976. 

90 • ,A§iqD Recorder, 2-8 APril 1978, P•l425. 

91. H!ndustan 'l'imes, 29 December 1978. 

92. Ministry of EXternal Affairs, Annual Re~ 
!979-§2, pp.a1-a2. 
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in the sWIIIlet' of 1982. India also gifted material worth 

Rs. 2s.ooo as gift for the handicapped the same year. And 

medicines worth of Rs.3.30 1akhs were again sent to 

Maldives to fight diar.mhea epidem.ic in 1983. Further 

two fire fighting Engines were presented to Maldives in 

the same year. During the year, two Maldivian foreign 

sex:v ice officials and five Maldivian civil aviation 

officers were trained in Civil Aviation Training COllege 

at Allahabad• 9 3 

Under the aegis of South Asian Association .Regio

nal Cooperation (SN\RC) .India had provided the sex:vices 

of sports coaches for training Maldivian sportsman,94 

on February 1986, rupees twentyone crores worth infra

structure and package had been offered to Maldives by 

India for health care, metez:ology, hotel industry, tele

coumunication and mass media, which constitutes a modest 

expression of collective self reliance under SAARc.9S 

To sum up, it can be said that ~ndia• s aid to 

the South ASian countries is substantial compared with 

93. Ministry of EKtemal Affairs, Annu§l .Repg£1: 
,!982-83, p.6. 

94. Ibid., 1985-861 P•4• 
ajd also 

95. Ibid. • 1986-87, P•4 _ .!he Hindu, 11 Februal:'y 1986. 
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her own needs and resources• She had conducted her aiel 

diplomacy when she herself was in the throes of an 

s::::onomic crisis in the walte of partition and the attm

dent problems su::h as rehabilitation of millions of 

refugees from Pak.istan and later due to demands of 

heavy industrialization. India's aid schemes in the 

nor them kingdoms constituted a political compulsion 

for her and was aimed to build infrastructure and 

economic darelopment. Now, it is concentrating on 

maintenance aid. Whereas her aid progranme in Bangla

desh was directed through a conscious effort, to mould 

the sub-continental political climate in aocordance with 

her foreign policy objectives, the early economic 

assistance f.rom India was intel¥ied to help Bangladesh 

rehabilitate and· reconstruct her war ravaged economy. As 

Bangladesh rehabilitated her economy, focus of .Indian 

-assistance shifted to fields of technology and industry 

etc. with regard to sea locked countries i.e. Sri Lanka 

and Maldives, India seemed to have become aware of the 

need for closer economic relations quite late. India• s 

aid to these two countries constituted mainly credits, 

loans and technical skills. 

Indian aid to SOuth Asian countries is oot an 

isolated phenomenon. This is a part of a larger systan 
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of her foreign policy priorities and objectives. An 

understanding of her bilateral aid to south Asian 

countries involves a study of the rationale of her aid 

diplomacy within her domestic and international political 

and economic sy stEm• 



RA'l'.ICNALE AND EVALtiAT.IO~ OE l.i."4u.IA'.;;; 
A.ID D."IFLot-:Li~CY 

Rationale 
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A country• s foreign policy is eventually an 

extension of its domestic ploicy. It is also influenced 

by actions and foreign policies of other states. India• s 

foreign policy has been the product of many and varied 

factors- the traditional values of Indian society, the 

corrrnitments of the Indian national movement during the 

struggle for freedom, the nature and structure of elite 

opinion in l:ndia the geographical realities of the 

state as it emerged after the partition, the economic 

needs of a society urgently in -,.need of a take off 

and the internal political pressures and pulls generated 

by a democratic system. 1 

After independence, it was not possible for the 

new Govemmer1t of India to define lndia• s national 

interest in the way as the outgoing British raj had done. 

On the contrary, its leaders were bound by their past 

1. Sisir Gupta, India and Regional Integrat!2~ 
Asia (Bombay,l964) ,p.2. -
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commitments as well as presmt realities, such as 

reduced geographical physique of the Indian state. 

Moreover, India's emergence in the world coincided with 

the emergence of vast ideological realities at the 

European and the American continEDts. In addition to 

it most of the old strategic concepts had become obsolete 

because of the development of nuclear weapons. Functioning 

within these limitations, India had to evolve a foreign 

policy which would advance her security as well as 

status in the international politics. 2 

Although India is a debtor country still it has 

employed aid diplomacy in pursuit of its foreign policy 

objectives. It may be mentioned that besides historical 

and political influences, economic factors are equally 

3 important in shaping the foreign policy of a country. 

A credible foreign policy begins fmm nearer home and in 

the case of India, it must radiate fxom its neighbouring 

----·-------------
2. Ibid., P• 4. 

3. "It was the employment of the :post war instruments 
of economic diplomacy in addition to various 
other methods alrE*j.dy in use to maintain India's 
influence and p.rotect her security in South Asia ... 
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south ASian countries. Being a leading power in SOuth 

Asia, India• s security and vital interests are intimately 

tied up with the fate or future of South Asia. Her 

strategic position, strength and potential, demands that 

in order to maintain stability in the region, India 

should play a dynamic role. Moreover, India has 

started giving aid to the south Asian countries. specially 

to the Himalayan kingoom countries, with a view not only 

to improve her image abroad but also to enhance the 

ability of India to use economic and as a tool to achieve 

its national interests. The rationale behind India • s 

aid diplomacy should be seen not only in internal and 

external political environment but also in the domestic 

and international economic system. 

la2!s-~ Regio~al Power - Strength and 
Potential of Ind.!S_in south ASia 

Geographical location of India has forced it to 

play a dominant role in the region and thereby keep 

its status of regional power. in the SOuth Asian region. 

The thE!l Secretary General of India's external affairs 

ministry, G.S.Bajpai wrote in 1952 

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

Two factors made ~ndia strong in her foreign 

policy operations. In the first place, as virtually 

the biggest amongst the newly freei countries of ASia 

and Africa, her voice was bound to be counted in a 

world where decolonialization was on a ;., _ · ,· agenda; 

and secondly, by itself India represented a vast country 

with a huge population, the future of which was bound to 

affect the course of an important section of mankind. 5 

The consciousness of India• s strength was particu-

larly apparent to the Indian prime minister Nehru, who 

had been known for his capacity to view events in the 

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

The fact of the matter is that inspite of 
our weakness in a military sense ••• India aren 
today counts in world affairs •••• If we had been 
some odd little nation somewhere in Europe or 
Asia, it would not i\a'¢8 mattered much. But 
because we count and because we are going to 
count more and oore in future, everything- we 
do becomes a matter for commEOt. 

In another speech, while dwelling on the positional 

importan:::e of India, Nehru observed a 

4. 

5. 

Dewan Chand Vohra, India's Aif Uiflomacy in the 
Third Wo£!,9 (New Delhi, VI'Kas, 980 ,pp.l95-196. 

Sisir Gupta, n.l,p.5. 
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domination) has ended, India now comes, 
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I think into the forefront in national and 
world affairs. ( 6) 

India's strength also lay in the fact that 

she has all the potentialities of a great power seED 

in the context of the endowment of natural and human 

resources which needed to be tapped and developed. 

India as a leading country of south Asia has emerged 

as an industrial power on the South Asian economic 

landscape. According to UNIDO experts, India has 

entered significantly in the field of technology exports. 7 

Besides this, India's potential as a market (for 

industries which the south Asian countries can set up) 

is immense because of its vast population. It has also 

established large capacity for consumer and capital goods 

whose benefits she can make available to the south Asian 

countries. 8 

Thus, it is growing infrastructure and industrial 

capacity and skilled manpower in the field of science 

and technology which qualifies India to take lead in the 

South Asian neighbourhood. 9 

--------
6. 

7. 

a. 

9. 

Jawaharlal Nehru, India• s Foregqn l?olicyc Selected 
Speeches 1947-6!, {New Delhl';"I9 ·) ,p.36. 

B.N.Banerjee, India's AiS-_to N~ighbouring COuntries 
(New Delhi,Selecl.:·.Boob. 1~82}. _ p.168. 

"!'.H.Prakash, !.J:!dia and Regio!Lal Deve!2pnent(Bombay, 
1969) ,pp.45. 

Economic Times {New Delh~ 2 Dec.,1975. 
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The fundamentals of India's foreign policy in 

Nehru• s word lay •merely in fact that we are potentially 

a great nation and big power•. He observed-

It is not such a simple matter for us to 
affiliate ourselves with this organization 
or that organization and get privileges of 
membership of that organization. 'l'hat kind 
of thing is not going to happen. So far as 
our fundamental approach to the problem of 
foreign policy is concerned, ~ just don•t 
see how we can vary it. As occasion arises 
we adapt ourselves to ciz:cumstances, that 
~ can understand but the fundamental approach, 
~ <X> think has to remain the same, because 
the more you can think about it the more you 
will find there is no way. It is not a 
question of adopting a certain policy because 
idealistically you think it is good one. 
I do submit if you give it up, there is no 
other policy for the country to adopt with 
slightest advantage. (10) 

After attaining independence, India embarked 

upon plamed economic development through five year 

plans under the pattern of mixed economy in which both 

public and private sector work together to achie.re the 

goal of democratic socialism. Part lV of the l.ndian 

constitution dealing with the Directive principles of 

state policy is designed to achieve danocratic socialism 

------
10. Nehru, n.6,p.37. 
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by bringing social and economic revolution through 
. 11 

peaceful and nonviolent means. In order to 1mpl anent 

its dwelopment pmcess through plans and ensure 

economic development in the South A.Sian region, India 

needs peace more than anything else. In order to 

maintain peace and security in South Asia ~ndia has to 

increase her links with South Asian countries. 

Besides this, the harsh realities of the world 

economic system and problems and predicaments of the 

developing countries have enjoined the need of having 

aid diplomacy on the part of India - without which it 

is impossible to exercise leverage with the de/eloped 

world and bring out any cha09e in terms of trade and 

aid that are deteriorating for the de.reloping countries. 12 

It is this realisation which forced India (the dereloped 

C:ountry among the less dereloped countries) to play a 

dominant and influencive mle in the South Asian region. 

!f2n-alignment, Peace and cooperation 

In the immediate post-independence era, India• s 

foreign policy thrust was on the Asian connection and 

11. The COnstitution of India (1986 edition),pp.28-J1. 

12. v • .P.Outt, India's F2£~ign Policy (Delhi. Vikas,l9&). 
p.l1. 
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particularly on the South Asian junction. Since her 

independence, non-alignment, peace and cooperation 

have been the cornerstone of India• s foreign policy. 

In 1947, itself India hoisted the Asian relations 

conference in New Delhi. It voiced the need for the 

elimination of imperialism and to have active contacts 

amon;J the Asian nations. This objective is prompted not 

by the desire of India to dominate Asia but by her desire 

to make Asia play its due role effectively towards the 

promotion of world peace. 'I'he foreign policy goals of 

India in South Asia are to foster political stability, 

to facilitate economic dar eloprnents1 to increase her 

links with the South Asian countries for collective good; 

and to achie~re unity. These goals of India•s foreign 

policy are pursued through non-alignment, peace and 

13 cooperation. 

Non-alignmmt stands for keeping away f.rum cold 

war and military and security alliances and yet partici

pating actively in the international relations. It neither 

means neutrality nor it means that friendly cooperation is 

not possible with other countries. Indian prime minister, 

1iehru explained on 8 March 1949 in Parliament-

13. A.APpadorai, .Domestic Roots of India • s Forei9!! 
Policy (Oxford Press, 1981} ,pp.14-22. 
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Non-alignment does not exclude close 
relationship with other countries and will 
continue to be not only to keep apart from 
power alignments but trying to make friendly 
cooperation possible.(l4) 

The core of India• s non-alignment policy is a 

delineation of the area of agreement between the great 

powers of the world. Such a policy is ultimately in 

consonance with her own national interests. It is 

indeed the best means to maintain freedom of action in 

foreign relations. Non-alignment means independence plus 

while alignment means independence minus. 15 Taking this 

fact into consideration all countries of South Asia have 

favoured non-alignment as a means to achieve their 

'foreign policy goals. 

India needs peace more than anything else, which 

is essential not for her security but also is an economic 

necessity. In the poor and underdeveloped south Asian 

countries, Indian aid diplomacy can be usefUl and effective 

if there is peace and stability in the South Asian region. 

It is not only in its own interest but is also helpful 

in fulfilling the needs of the SOuth Asian countries. 

14. Ibid. , p.la 

15. u.s.Thyaga Rajan, "Non-alignment and Neighbours", 
!1s.!!!.§~.!§m_(New Delhi) 29 August 1981, p.lo. 
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Indian prime minister Nehru remarked before the 

plennary session of the non-alignad nations at Belgrade 

held fmm 2 to 6 Septenber 1961. 

I!t; will do us no good, l think, if we 
start condemning this country or that 
country; it is not an easy thing to 
do anyhow as it complicates the set 
circumstances. But apart from being easy 
or difficult if we want to be peacemakers 
and if we want to help in the cause of 
peace, it does not help us to start by 
condemnations. We want to win over and 
to influence and induce then to follow 
the path of peace. If we can prevent 
war we can go ahead in our other problems 
and build our free societies, prosperous 
societies .. welfare states in our respective 16 countries because that is to be our positive work. 

Cooperation with all Asian countries in the 

sphere of social, economic and cultural fields has been 

the hallmark of India's foreign policy. ParticUlarly 

in respect of her strategic important neighbours in 

South Asia, Indi.a is keen to darel.op further her friendship 

and cooperation in the sphere of economics. Indian foreign 

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

16. Quoted from Vohra, n. 4, P• 20 7. 
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neighbours in South Asia. India wishes her neighbourin;J 

countries to become stable-politically and economically 

and has been helping them with economic aid. 

In order to understand the rationale behind India's 

aid diplomacy in South Asia, a deeper look is essential, 

especially into India• s conduct of her foreign policy. 

The nature of India • s power in conducting its policy of 

non-alignment, peace and cooperation depended on whether 

India operated in the global system of states or in the 

regional system. AccordiiXJ to Heimsath and Mansingh, 11 to 

contrast India's posture vis-a-vis the great powers with 

its relations with important states in Asia is to 

juxtapose ideological interests against the realities 

of a tangible power•. 17 

fg_unterba1ance Big Power I!l.lluence and 
Maintain Stability 

Middle powers like India must be free from 

pressures and pulls of big powers and equally they must 

not allow themselves to be blackmailed by smaller powers. 

17. Ibid.,p.206. 
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This can happen only if small countries function as 

independent. self-reliant and try to develop economically 

through which they can maintain stability in their 

internal or domestic f.r:ont. Probably. it is in pursuit 

of this goal that India has been giving aid to the south 

Asian countries. 

The big powers, have admittedly played a major 

role in SOuth Asia both in its politics and economic 

dar elopnent. south Asia because of its proximity both 

to China and soviet Union is an area of immense strategic 

importance to the Unitsi States. The attitude of the 

United States towards South Asia wil.l continue to be 

influenced by its relations with aov iet union and China. 18 

Besides this, India has proved to be a nation with a 

strong political will. military efficiency and inherent 

economic potency. particularly after its victory in 1971 

war. As an emergent power in South Asia, India cannot 

pursue a static policy of staying where it is. It can 

bring stability and peace in the region by assisting the 

South Asian countries in economic and technical fields. 

----------------
18. J.I<.Baral, 11 Great Power Interaction in the sub

continent•, !Q.§&_Journai {New Delhi) April, 1973, 
vol.II, no.4, pp.496-499. 
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soviet Union_sa~uth Asia 

soviet U'lion in addition to being a super power 

is both an Asian and a European power. As an A$ian 

power, Soviet Union has treated the south Asian region 

strategically as well as politically important. A major 

objective of the Soviet Union has always been to check 

not only the involvement of the United states but also 

the gxowing influence of China, 19 as such, a situation 

which could jeopardise its own security. Besides this, 

because of its geographical location in the vicinity of 

both China and south Asia, it cannot always afford to 

remain a salient obsexver in any regional dispute. Another 

basic ge:J-strategic interest of the Soviet Union is that, 

beirg largely land based country, it needs an outlet to 

the southern seas for an unobstructed use of the great 

highways of the world. 20 This is essential not only for 

its national security but also to meet the gJ:Owing demands 

of its expanding economy. So it urgently needs altemative 

openings to the Indian ocean and through it to other 

19. 

20. 

v. P.Dutt, •super Power Interest in SOuth Asia", 
in K. Subrahmaniam, ed., Self Reliaace and National 
Resilia~(New Delhi,1975}, p.74. 

I<. o.I<apur, soviet stratny in south Asia (New Delhi, 
Young Asia Publication, 983), p.2. 
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prominent oceans. 

SOviet Union was directly involved in the intra

regional affairs in South Asia in the mid fifties and 

thus reachE.<i its high watermark in the Tashkant declaration 

of 1966. Incidentally, on the one han~ it had a 

growing rivalry with the United States at the global 

level and an ideological dispute with communist China. 

On the other hand, on the south Asian platform, one 

notices, Pakistan• s alignment with the USA, the Indo-J?ak 

dispute over Kashinir and India• s hostile relations with 

China. Naturally such an interplay of global and regional 

factors bxought soviet Union closer to India. Howe.rer, 

the soviets could not afford to ignore their basic 

interests in other parts of South Asia and sometimes 

provided them with sizeable economic and technical aid. 21 

Of course, soviet Union never tilted the balance against 

India and recognized its potentiality as a leader of the 

emexgent third world nations. 

Moreover, because of its own economic pxosperity, 

the soviet Union is in a position to provide economic 

assistance to the deteloping nations of SOuth ASia. In fact, 

------· 
21. soviet union is giving aid to south Asian 

countries to restrict Chinese and American 
influence and its relations with India continue 
to be focal point of its South Asian strategy. 
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it is already doing so by providing economic assistance 

and technical know how for a number of projects 

undertakED by these nations. 22 All these factors have 

increased the bargaining capacity of the soviets in 

this part of the world. 

The USA emerged as a major global power with world 

wide interests after the end of World War II. Howerer, 

its interests in all regions were not eq:ual. The US 

objectives in South Asia are subordinate to its global 

objectives. Its interests in South Jo\sia has always been 

a product of its global strategy. Its global objectives 

can be summed up as increasing the military capability, 

strengthening military alliances, countering the spread 

of comnunist movement and finally its opening to communist 

China. In terms of real performance to fUlfil the above 

22. "The Soviet Union has given both financial and 
project aid to Nepal, Bangladesh, Sri Lanka and 
Pakistan. The contract is made for the supply of 
12,000 tonnes of diesel worth $17 millions to Nepal. 
It has given technical assistance to Bangladesh in 
proj ec·ts like Ghorasal Thermal Power Station, 
electricity machinery plant, etc. while to Sri 
Lanka it has given assistance in projects like 
cold storage plant and Kelani Ganga Basitq schEme. 
By Feb.l97l ,SOviet Union had given assistalX:e for 
31 pmjects in Pakistan•, R.K.Jain,soviet south 
Asian Relations 194~ (New Delhi,l978),pp.403-444. 
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objectives, it can be submitted that although America 

succeeded partly, by and large, it has been disillusioned 

with the new international trends in the region and 

23 elsewhere. As later on, shifts have been reflected in 

us policy in South Asia. 

United states interests in south Asia are largely 

because of latter• s location in the vicinity of two 

stratEgic regions of the world-the Gulf and Southeast 

Asia. South Asia is the soft belly of European land mass. 

Its heartland is accessible from its two adjacent waters ; 

the Arabian sea and the Bay of Be.Di4al• 24 Although the 

Indian Ocean is not so important to the us as the Pacific 

and Atlantic oceans but the united States being a global 

power with global interests has been deeply involved in 

south Asia in view of its proximity to two communist grants 

and the Persian Gulf. 

In the light of new political developments in .SOuth 

Asia, since the t.emergence of Bangladesh on the geographical 

map of the world, there has been apparently some 

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

24. M.K.Chopra, •south Asia and Strategic Envixonment• 
in ]SI Joumal {New Delhi}, July-sept.l977,pp.204-205. 
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re-e.valuation in the United States, South Asian policy. 

Besides this, ~ndia's peaceful nuclear explosion 1n 1974 

and the increasing rumours about Pakistan manufacturing the 

first Islamic bomb, have naturally altered the major 

global powers interest. With India and Pakistan as 

potential nuclear powers in this region, the United States, 

as a major power, cannot afford to be a disinterested 

observer. Moreover, the failure of lJS~ diplomacy 1n Iran 

( 19 78) and Soviet intez:v en tion in Afghanistan ( 19 79) have 

also forced the USA to pay more attention towards South 

Asia. As a low profile policy for this region could be 

seriously determental to a wide range of American goals and 

policies at the global level. 25 

In order to keep its position prominent and to 

restrict the influence of other powers including India, 

USA maintains links with the south Asian countries through 

its policy of economic assistance. The USA has been the 

largest source of foreign aid to South Asia. The us aid to 

Nepal is a continuous p.t:Ocess as it has already reached 

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

25. Parmod Kumar Misra, South Asia in International 
Politics (Delhi, VDH;l984) ,p.lr.--
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to Nepal. There has been increasing trend in the 

us loans to Sri Lanka from 1970 onwards.
26 

Pakistan also signed several bilateral and 

multilateral agreements with the USA in search of power 

parity with India. As a result of which the USA decided 

to give economic assistance to Pakistan. A1 though the 

attitude of the USA towards Bangladesh was hostile during 

the freeoom movement, but with the foundation of the 

Islamabad-Peking-Washington axis, US policy towards 

Bangladesh was revised to eliminate the Indo-Soviet 

influence by giving economic assistance to Bangladesh. 27 

Thus USA has been taking interest in South Asia for its 

political security and economic reasons. South Asia has 

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

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

China and sou~_!s 

China is physically a neighbouring power as it has 

comoon borders with four out of seven south Asian regional 

26. K.P.Ml.sra and s.P.Verrna,Foreign Policies of south 
~ia (Jaipur,l969),p.l53: -----------

27. J.Biswas, us Bangladesh Relation-A study of 
Political and Economic Development (calcu~ta, 
M~nerva,198~ ,p.IOO: 
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states with the exception of Bangladesh, Maldives and . 

Sri Lanka. China has the most immediate interests in 

South Asia. Not only China shares intemational borders 

but Tibet (now Chinese occupied area) has long maintained 

trade relations with most of the South ASian states. 
is 

Chin~a peripheral power to the South Asian region. 

However, it is anxious to play a key role and is trying 

to decrease the influence of Soviet union, its major rival. 

In pursuance of that objective, it has unhesitatingly 

collaborated with the USA which is also eager to play a 

crucial role in the region. 

China• s vital interest is the security of its 

southern boundary. The Himalayan ran.;Je which serves as 

the northern border of the South Asian states, is important 

in any strategic calculation of China. It has also 

projected itself as a dependable ally of Pakistan. There 

has been growing contact between these two nations in the 

political, economic and military field. Besides this, 

China• s basic interest is the search for an outlet to the 

outside world. Because of its growing hostility with the 

soviet Union, it can only hope to widen its contacts with 

other nations in its eastern and southern frontiers. 28 

-------
28. Misra, n.25, p.l6. 
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China is giving economic and teclmica1 assistance 

to south Asian countries in order to achieve its aim of 

leadership in the developing world. A Nepalese daily 

commented that Sino-Nepal ties are a model of stable 

friendship ••• in the best spirit of South-south cooperation. 29 

Sri Lanka is the second country in South Asia to receive 

Chinese aid. Moreover industrial and hydraulic complex 

are being built in Sri Lanka with technical assistance 

of China. But the signing of an agreement on sea fxontier 

on 25 March 1976 betweel Sri Lanka and India curtailed 

Chinese opportunities in Sri Lanka. There is decline in 

loans from China and no grants are given by China to sri 

Lanka. 30 Although initially China was quite critical 

towards Bangladesh but it was quick to react to coup in 

Bangladesh and subsequently encouraged Bangladesh dispute 

with India over the distribution of Ganga water by giving 

loans to Bangladesh in 1978 and 1980. 31 

29. L.C.Harris and R.L.Warden, China and the Third world 
(Auburn, Massachusetts, 1986), p.147. 

30. R.K.Jain, China and South Asia (New Delhi,1981), 
p.665. 

31. S.Yurkov, ~ngs•s P!sn for As!s (Delhi,sterling, 
1982), p.a1. 
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south Asia has accounted for alm:>st twenty 

percent (20 percent) of the Chinese aid. It is regarded 

as a principal target area in Chinese economic assistance 

policy. 3·2 Chinese major interests in providing aid to 

the South Asian countries are to counterbalance super 

power rivalry. It has SoUJht Q:>minance in Asia and 

re-garded India as its rival which has to be subdued. 

Thus, like the United States, China has takm keen 

interest in South Asia for its political, strategic and 

economic reasons. 

!.22!2.. and Smaller Powers in So~Asia. 

India• s policy towards South Asia has been looked 

at from two lE!ITels. At the one level Pakistan is a major 

partner in SOuth Asia and the other level smaller 

countries of South Asia, which include Nepal, Bhutan, 

Bangladesh, Sri Lanka and Maldives. 

Pakistan is an important factor in the domestic 

and foreign policy of India. Fear of India a strong~ 

military and industrial power has remained the essence 

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

32. Jayantha Dhanapale, China and Third riorld (Ner Delhi, 
Vikas, 1985), p.115. 
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defence revolves around the Central theme of Indian 

domination and safeguards are sought to counter this 

threat. In the pursuit of this, it has been able to 

restrict India's aspirations by becoming friendly to the 

USA and China. 33 It has also been looking for opportuni

ties and platforms where it can deflate Indian influence 

and tarnish its image as anti-Indianism is an important 

ingredient of Pakistan's foreign policy. 34 

Pakistan• s policy has two objectives in safeguarding 

its security viz. (a) reduction of the hold of the 

1971-72 model by initiating a debate on a new bilateral 

framework in the form of a No war Pact; and (8) seeking 

.American help for solving its perceived security threats 

and at the same time delinking US atd with .Pakistan's 

ties with non-alignment and the Islames. conference. 

Thus Pakistan plays the role of major partner for India 

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

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

34. P.L.Bhola, "DBTelopments in Pakistan's Foreign 
Policy", South Asian Studi!_! (Jaipur) Jan.-July 
oec.l977, vol.l2, pp.so-62. 
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Bangladesh, Sri Lanka and Maldives are smaller pOwers in 

size but not without any significance as they constitute 

a •nuisance value• to India because they have a baz:gaining 

power, in times of crisis. such bargain is possible in 

both cases by use of extra-re;l ional power o~ by use of 

other regional powers. 35 They would appear to have been 

1 ess influenced in their behaviour by pakistan• s 

existence a rival of India than big power influence. so 

India• s basic approach towards the small powers of south 

Asia has three important dimensions. 

(I) Following the British, India had identified its 

security needs in the same pattem of "extended frontier• 

methods. This meant that it woUld take interest in the 

security needs of the small neighbours. 

( 2) such a security interest is likely to manifest in 

two ways. Care would have to be taken that these countries 

oon• t become open to outside intexvention. secondly, 

interest would also focus on the internal stability of the 

nation concemed because any upheaval in the political 

systen that goes to weaken the state would be an invitation 

35. Shri Kant Paran.jpe Ind!,s and SOuth Asia Sinc.!_l977 
(New Delhi, Radiant;I985),p.3. 
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for outside inte.tVention. This would also constitute 

a security threat to India. 

( 3) India would, thus, try to maintain an order 

pattern (order would inevitably be resolving around the 

relatively superior power viz. India} in South Asia t.hat 

would exclude extra regional intervention. 
36 

No doubt the .SOuth Asian countries have had to 

operate within a framework deterrninei almost totally by 

India's aims and aspirations as well as by her weakness. 

That is why they are accepting economic aid from big powers 

who also have basic interests in the region hinged around 

border security or safety of communications. But Indian 

aid to South Asian countries deserves special mention as it 

has been recognized by the major powers as • New Influential •. 

such a recognition implies that the big powers will not 

intervene in south Asia in a manner that might threaten 

India's position. 

Besides this {South Asian Regional Cooperation) 

SA; .RC proposal in 1980 is made by Bangladesh and accepted 

by other small countries) has brought the need for building 

36. Ibid., pp.47-48. 
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up a new response to South Asia for lndia. It 

signifies that the independent identity of smaller 

countries can and should be channelled through a 

regional order pattem. But it cannot and would not 

restrict India's position, as the order pattem in 

SOuth Asia would evolve at two levels- the politico

strategic level where India would be able to continue 

as a core/pivotal power and a socio-economic and 

cultural level, where a • dertDcratic• principle of 

interaction would operate in the folln of s~ (South 

Asian regional cooperation). 

The rationale behind India• s aid diplomacy in 

SOuth Asia is political, strategic, commercial and 

economic. In countries where India has concentrated her 

aid it performs the vital political function of pmxooting 

national security; this applies in the case of the 

Himalayan states. In areas where Indian aid has been 

small in quantity,. it is expected to promote goodwill, 

share experiences, promote trade, help development process 

and to ensure solidarity and friendly relations. 37 

It is significant that the major power interests 

in south Asia have been constantly changing whereas the 

37. Vohra, n.4,.p.202. 
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geostrategic interests of India. have remained m::>re or 

less constant. 38 India•s conception that the small 

states of the south Asian region lie \'lithin her own 

security sphere, has entailed the corollary that these 

states must move within Indian orbit. 'rhe continuation 

of aid diplomacy by India to the South Asian countries 

will prevent them from becoming more eoemetic towards 

India. As a senior partner in the south Asian region 

India would have to play a responsible role. As the 

privileges of a great power would have to be adequately 

tied with respons~Uities towards maintenance of harmony. 

TherEby, India is also protecting its foreign policy goals 

and objectives. In this respect, aid diplomacy is the 

most viable instrument for serving India• s national 

interest not only in SOuth Asia but also in the emerging 

world order. 

,... __ .._.._, __ _ 
38. In the fifties the chief concem of the US was to 

draft SOuth Asian states in a bid to contain 
communism in Southeast Asia. In early sixties there 
were collusion between the USA and the ussa to 
support India against China. In the late sixties 
the Soviet Union attempted to draw both India and 
Pakistan into collective security system dire:::tei 
against China. In the early seventies, there is 
again collusion between the USA and China to 
maintain the balance in favour of Pakistan•, 
Shelton Kodika.ra, Strat!!;lic Factors in Interstate 
Relat~ns in South Asia (New Delhi,i9a4),p.66. 
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EN al ua tism 

Motives, goals and objectives of Indian foreign 

aid policy do not differ radically from that of big 

powers. Aid is at best based on the 11 enlightened self

interest" of a donor state. Big pOwers aid follows a 

certain pattem in its motives. 'I'his can be described 

as an exercise in foreign policy building by the donor. 

Aid is mainly given to gain le.rerage and influence over 

the recipient. It can extend, widen and deepen the 

relationship between the donor and tlle recipient. Aid 

can sometimes be a reward for the support of donors policy 

position. 

Aid may be given in an attempt to maintain stability 

and status quo within a state. For instance, India•s 

aid to South Asian countries could be viewed from that 

perspective. It has been agreed that one of the chief 

objectives of New Delhi has to obtain both regional and 

external acceptance of its dominant status in the South 

Asian region. In addition to this India has also sought 

the maintenan:e of generally stable regional political 

systems. Indian aid activities in South Asia since 

independence are those of aspiring middle power whose 

economy is not sufficiently der eloped but leaders have 

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

obsetved in 1948 

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

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

If we get tied in our narrow controversies, 
we may forget this. Whether we forget it or 
not that responsibility is there. If we 
forget it, we fail in that measure. Therefore, 
I would be;;J of this House to consider these 
great responsibilities that have been thrust 
upon India and on us in this House because 
we represent India in this as in many spheres 
and · to work together in framing this consti
tution always keeping in view, that the eyes 
of the world are upon and the hopes and 
aspirations of a great part of the world are 
also upon us. We dare not be little; if we 
do so we do an ill-service to our country and 
to the hopes and aspirations of other countries 
that surround us.(39) 

----------------
39. Jawaharlal Nehru, India's Foreign Policf:, 

Selected Speeches 1946-I~[:(New Delhi, 7 96l), 
pp.l7-18. 
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India's hegemonistic designs as it is so often 

accused of in South Asia is particularly due to c its 

large size and power position. It is a reality and 

the smaller neighbours have to line with it whether 

they like it or not. It is this fact which generates 

feelings of suspicion and fear in South Asian countries 

about India• s political ambitions. Howarer, India as a 

core country of the region has a vital role to play in 

winning over the confidence of its smaller neighbours. 

which woUld be possible only if India can remove the sense 

of mistrust from the minds of South Asian countries. 

Moreover, it must convince them that it has no intention 

to interfere in their intemal affairs or behave as a big 

brother. It may be emphasised that the Indian government 

has persistently describes its loans, credits and grants 

as economic cooperation. Howarer, it may not be absolutely 

accurate to describe them as such since In<:J.ian aid to these 

countries is given to promote its own national interests 

and may in certain cases be also to gain economic and 

political advantages. To characterize India as having a 

single policy towards all South Asian countries may not be 

correct. India, somehow has preferred to deal with the 

countries of South Asia on bilateral bases, thereby it may 

be seeking to attain a de;Jree of leverage. (Aid opens market, 
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creates situations resulting in procurement for the 

donors industries and employment of its expertise). 

While the economic motive is important in many cases, 

Indian strategic and political motives override all 

others in determining India's aid priorities to SOuth 

Asia. E.Ven economic gains are by product of these 

motives. 

Indian grants to South Asian countries can indire:::tly 

promote India's economic interests, particularly, when 

the grants are tied, wherein the grant is to be utilised 

to purchase Indian goods and services. Besides this, 

the terms of loans and credits are als:> different. 

Loans are generally given in Indian rupees not tied to 

specific purchases of itemized Indian goods and services. 

But the credits have been a far more common phenomenon 

and are oore accurately desc.~:ibed as • buyers credits• 

tied to the purchase of Indian goods. Thus loans are 

provided with a view of long terms economic gains. The 

credits, however, are conrnercially motivats:i transfers. 

But actually both are provided for achiE.Ving political 

goals in mind by the Indian government. 

Impact of_!ndian aid dielomacy 

The question arises whether India has succeeded 

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

instrument of foreign policy it is obv.ious that it will 

influence the foreign policies of recipients. It thus 

cannot be ignored that India is providing aid to SOuth 

Asian countries to fUlfil her political-strategic objec

tives. However~ sim±larly, Indian aid diplomacy has to 

create a visible and effective impact on the- economies of 

the South Asian countries. As foreign aid involves 

transfer of capital, fOreign technicians and advisers, 

it is bound to exercise significant impact on the political 

system of the recipient country. India is not treating 

all SOuth Asian countries equally due to their political 

and other conflicts with India. It deals with them on a 

bilateral basis. Consequently, the .impact of Indian aid 

diplomacy in the region differs from one state to another 

as also the amount of Indian aid differs from country to 

country in South Asia. 

During the last decades India has advanced 

economic aid to Nepal with which Nepal has been able to 

register significant economic growth. The infrastructure 

built by India in terms of roads, conununication, power 

and irrigation has imnensel.y benefited Nepal. The 
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economic and strategic considerations notwithstanding, 

Indian aid utilization and its sectoral distribution 

has been designed in keeping with Nepal's development 
' 

priorities as envisaged in its plans. While undergoing 

cooperation, India has participated in all varieties of 

projects and also benefited from it as they created 

danand for subsequent import of raw materials, components 

and spare parts etc. On the other hand Nepal can save 

foreign exchange which otherwise would have incurred in 

completing projects in its own. 

India has cooperated with Nepal in developing 

latter• s water and energy potential. Nepal's vast hydro 

power potential cannot be dE!ITeloped without India• s 

cooperation as it is the only country which can purchase 

the power generated in these plants. Moreover, Nepal 

being small and landlocked cannot afford to exploit them 

on its own. Moreover, it has been facing the problen of 

aid indigestion which is primarily caused by her small 

absorptive capacity. So in order to increase her 

absorptive capacity, India is providing technical 

assistance and also is putting emphasis on industrialization 

of .Nepal. It can be said that India• s assistance to the 

economic derelopment of Nepal has been more in the nature 

of mutual cooperation and sharing expenses rather than aid 

in terms of money which implies a patronising attitude. 
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Bhutan 

It has ma<ie a great stride in the transition from 

traditionalism to modemism while at the same time 

preserving all that was good in Bhutan • s past. Bhutan• s 

economic relations with India are substantial as India 

is the largest single donor of aid to Bhutan. 40 The tempo 

of Indian assistance for the construction of a network 

of communications including roads# telephone, transport 

services is kept up so that Bhutan will have infrastructure 

capable of further development. India has also provided 

electricity to Bhutan. In 1977-78, for instance, Bhutan 

purchased 1182,264 kw. (Kilowatt) of power from India while 

its own ge1erating capacity being about 4000 kw(kilowatt). 

The derelopment of Chukha project would not only stimulate 

development in Bhutan but also provide that country with 

valuable export eaming from the sale of power. 41 'l'he ninety 

40. 

41. 

A world Bank Country Study: Bhutan (washington D.c. 
f984) 1 pp.l20-125. -

··:eower from Chukha project is needed for the dell elop
rnent of Bhutan• s mineral wealth to raise intemal 
resources as yearly rer enue amounts to Rs. two crores 
and Bhutan can sell its power to west Be1gal-a power 
hungry region•. Patriot# 19 December,1974. Hindustan 
Tim~, 24 March 1974.'- -
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percent of power ena}:)les Bhutan to repay the loans. 

India has also helped Bhutan for Fagli and Penden cement 

plant, which not only meet Bhutan's requirement but also 

42 generate exportable surplus. Moreover, through a 

combination of technical manpower hired directly fmm 

India and by making use of Indian technical assistance, 

Bhutan has been able to reduce technical constraints on 

development and project implementation. Thus Indian 

assistance to Bhutan is a symbol of modernism to Bhutan• s 

traditional agricultural and hut economy. 

Banc;taladesh 

An economist argued that by virtue of foreign aid, 

Bangladesh is as dependent on the world economy as any 

classically independent country dominated by foreign 

multinationals. 43 The situation in Bangladesh is very 

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

42. The surplus of Pdlgi cement project and Penden 
project with each a capacity of 300 Megaton daily 
is exportsi to North Bengal and West Bengal 
respectively. Amrita Bazar Patrika1 12 June 1979. 

43. B.Hartman "Foreign Aid Food and Hunger", Frontier 
(New Delhi) 20 June 1982, pp.8-10. 
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development budget and 63 percent of its conmodity 

44 exports are supported by western aid. India gave 

massive economic assistance to Bangladesh for speedy 

rehabilitation and reconstruction of its economy, during 

its emergency as an independent state. This opened a new 

chapter of amity and cooperation with India. 

Besides this, India had given lakhs of tonnes of 

foodg rains to meet acute food shortage cause<i by cyclone 

and flood. Indian food credit will not only release 

substantial fOreign exchange for Bangladesh to make 

essential purchases, it would also create for oacca 

considerable counterpart funds with which inflationary 

pressures can be reduced. In turn, India will be helped 

as it will partially be relieved of gigantic task of 

carryirg over huge grain buffer. 

India has also proirOted the well-being of Bangladesh 

through technical assistance. For instance, Bangladesh 

has profited fn>m Indian experience rEgarding the crop 

production of 'high yielding varieties• which assisted 

Ban;fladesh to reduce huge imports of food grains. Besides 

this, India assisted Ban:;aadesh in J::estoJ::ing its railways 

44. ~es of India, 18 Dec.l9 77. 
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and conununication system. Moreover, the projects 

assisted by India Will help Bangladesh to improve her 

adverse balance of trade with India as the product by 

these projects can be marketed in the eastem states of 

India. For India, it is more economical as there will be 

considerable savings on freight costs. In all round 

implementation of development programmes of Bangladesh, 

tile Indian technical know has played a significant role. 

Sri Lanks_ 

Indian assistance to Sri Lanka is consisting of 

mainly cre:lits and technical assistance. credits are given 

at a low rate of interest to purchase Indian goods. 

Technical assistance has special significance in Sri 

Lanka. Training programmes have been organized. in Sri 

Lanka by Indian experts to remedy the shortage of midcil e 

grade technical and skilled works. Besides this, India 

has helpei Sri Laknka in the estal:>lishment of a fertilizer 

(U.REA) plant project and also agreed to purchase the 

entire production of the plant. Moreover, Ma.hawali 

power project has been set up in Sri Lanka with Indian 

technical assistance. The project envisages the de~elopment 

of water resources to the Mahawali Ganga for irrigation, 

flood control and other uses like integrated darelopment of 

the area with a view to improving opportunities for 
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employment and gEileral economic and agricu.l tural 

dE.Velopmalt of the area. Unfortunately Tamil issue 

has created some problems for smooth d~ elopment of 

India-Sri Lanka ties but efforts for economic cooperation 

between the two countries are stressed by both the 

governments. India has given assistance to Sri Lanka in 

both agricu.l tural and industrial sectors, so that it can 

dE.Velop its economy. No doubt, economic relations 

between India and Sri Lanka are continuing problems, 

primarily because of heavy .imbalance in India • s favour. 

That is why Sri Lanka has sought diversification in its 

external economic relationships that are politically 

attractive and economically tney are of little importance 

to Sri Lanka. 

Maldive.!.. 

A country with poor natural resources, l'1aldives 

has been particularly keen on India's help in the training 

of skilled personnel, the building of industries and the 

establishment of communication links with outside world.. 

The main sou.rce of external revenue of Maldives if fish 

and India has aided in this field through technical know how. 

India is also the first country to offer Maldives modern 

banking facilities by opening a branch of the state bank of 

India at Male. Besides this, India has offered assistance 
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to Maldives for the de.relopment of tourism so that it 

can earn more foreign exchange reserve and thereby to 

attain economic developmmt. 

India•s aid diplomacy in the neighbouring countries 

of South Asia has implications for the economic Welfare 

of both donors and recipients. For instanc~, on the 

one hand these countries are markets for Indian goods 

whi1 e at the other hand, Indian aid has· helped the South 

Asian countries to bridge the strategic gap between 

darelopment investment and domestic mobilization. .Moreover, 

the social overhead capital (projects, infrastructure 

facilities) created by the Indian aid has more impact in 

the long run than in the immediate short run. Indian aid 

should not be considered as investment but economic 

cooperation which is meant to contain big power influence 

from the South Asian region by employing development aid 

diplomacy. Aid will lead to development which in turn will 

lead to political stabilit¥ and friendlier attitude towards 

India. 

jfficaC¥ of India's ~ D~lomacy 

Aid diplomacy as an instrument of foreign policy 

is used by great powers because it fitted Well with the 

desire of the developed market states to maintain the 

existing structure of international economic reJ.ations 
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and at the same time gamer political influence by 

responding to desires for development of the recipients. 

The dilentna, however, of the Indian foreign policy in douth 

Asia has been how to be strong enough to protect its own 

interests w.ithout provoking antagonism of its neighbours 

and how to respond to their sensitiveness gently without 

appearing to be too weak to protect its own interests. 

Despite its own dependence on foreign aid and 

crucial economic problems at home, India has given aid 

to South Asian countries in order to maintain its status 

of middle power. How far effective is the Indian aid is 

a subject of controversy as the very yardstick of efficacy 

·is a relative factor and to a large extent subjective. 

Three questions (as given below) generally arise regarding 

the efficacy of Indian aid diplomacy in south Asia. 

(a) How far India is able to reduce anti-J:ndian 

propaganda in the SOuth Asian contries 1 

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

influence 1 

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

protecting foreign policy goals 1 

(a) _The atmosphere in the SOuth Asian region being 

more sour than sweet is best indicated by the state of 

relations of the biggest country i.e. India with its 
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neighbours. The sheer bigness of .India as a country of 

subcontinental dimension with vast population has made 

rapid strides in many spheres. Its flattering 

performance in sfN eral key areas, attract the stera:>type 

label of hegeiOOnism. 

For instance, the relations between India and 

Pakistan are always fluctuating between varying degrees 

of hostility. India and Bangladesh are bedevilled by 

continued influx of refugees from that country and also 

by differences over the distribution of the Ganga water. 

The pitch of India-Sri Lanka relations has been badly 

queered by social excess that have occured in that country. 

The importance of Maldives has increased manifold of late 

because of the undue interest taken by the USA and ~akistan 

in its affairs. Nepal remains unable to shed its hyper

sensitivity towards what it regards as Indian hegemonistic 

pretentions. As fOr even Lilliputian Bhutan, India faces 

the predicament of having to exercise sufficient control 

and at the same time not to make kingdom cramped as it 

pursues a national urge for greater independence. Thus, 

all the six countries of south Asia never miss an opportunity 

to malign India as a regional power with heg-enonistic 

designs. Consequently these countries have demanded 

for more trade than aid in the economic sphere. 
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sovereign states proximate to each other are 

bound to influence each other. That is why despite 

anti-Indian attitude in the South Asian neighbourhood, 

Indian continues to give aid to them not; in a superior 

spirit of charity but in the larger interests of mutual 

economic dere.l.opment based on the principles of self 

interests of each nation. India pledged as. 7 .s million 

for SARC (South Asian Regional Cooperation) activities 

during 1984-85. Then the Indian finance minister, l?. v. 

Narsiman Rao said 

Our primary aim must be to strengthen our 
economic independence and to reduce the 
vUlnerability of our economies to outside 
pressures. ( 45} 

India Will undoubtedly continue to be a net 

contributor to SA.RC giving more te:hnical aid than she 

can e~er hope to receive which will help India to 

restore the missing element of confidence and work step 

by step towards better political understanding, with her 

aims of sharin;;J developnent rather than dominating 

economically weaker countries in the neighbourhood or 

elsehwere. India is infact successful in driving home 

the view that intemational peace and mutual trust is an 

input for the economic development of poor countries 

specially in South Asia. 

45. ~ibune (Chandigarh) 21 Feb. ,1984. 
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(b) Normally, big countries don •t have to worry 

much about their· neighbours which are not of great 

size but they can be easily affected by the circumstances 

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

to south Asian countries. Indian theorist Kautilya 

stated the operating principle of all states as being : 

Don• t trust your neighlx>ur, who is your natural 
enemy but rather look for support from states 
beyond who are your natural allies or as a 
supplementary principle, if you are surrounded 
by two or rrore larger states, play them off 
against each other. (46) 

The above mentioned strategy has been demonstrated 

in the history of south Asian countries, till the present 

day. No other country in SOuth Asia with possible 

exception of Bhutan has had close and extensive relation

ship with India in the fields of derelopment and security. 

All except Bhutan have sought to use external powers as 

countemalance to India. 

Howe~er, New Delhi cannot dictate to its neighbours 

nor decide the terms upon which the major powers are 

involved in the subcontinent. But India is assisting the 

south Asian countries to build ~1eir inaustrial,communication 

46. Sahal::mddin Shah, "Problems and Prospects of SA.RC", 
in M.A. Hafiz, ed., South Asian Regional COoperation 
(Dhaka,l985), p.19. 
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and commercial network for better living standards and 

higher ecoromic development which is essential for 

their stability. It also helps them to be self-reliant 

i.e. to accept less assistance both financial and 

technical from the big powers. 

(c) Like any other country, India seeks to maximise 

its external and internal security, its political role 

in world affairs, its economic opportunities within and 

outside its framework. In doing so, howerer, India faces 

a problem. It is too large and too important, a country 

to be left alone by the world. But it is not strong 

enough yet to be able to look after its interests. Its 

resources attract avarice, its potential arises fear. 

And if there are serious weakness in the structure of 

its external and internal relations, it can become victim 

of an external threat. 

Thus the constant dilemma that Inaia has been 

facing in the conduct of its neighlx>urhood diplomacy is 

whether a policy of appeasement based1on misplaced 

generosity can by itself help to win friends in the 

region or whether concessions made from a position of 

strength in deserving cases would make better impact in 

the long run. The Janata goverrunent tried to pursue the 

first policy but failed to impress them with its benevolence. 
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Whereas Mrs. Gandhi had opted for the other alternative 

as a matter of conscious choice in the belief that it 
47 

would yield better results. 

It is only with Bhutan that India has been able to 

maintain a reasonably close relationship by yielding to 

the demands of changing times and circumstances. India 

continues to provide aid to South Asian countries in 

order to create a climate of trust and confidence which 

will strengthen India's capacity to pursue an independent, 

non-aligned policy and also to assune a role of responsible 

leadership am:mg the dereloping nations of the world 

specially of South Asia. 

The whole area between the Himalayas in the North 

and oceans in the south has constituted a field of 

comnon and converging interests. India is trying to 

be the top oog anong the neighbours since it cannot 

reach parity with world's major powers. It is also 

asserted by many that in the international sphere strength 

and power alone are respected while weakness is invariably 

looked down upon. The disaster of 1962 war greatly 

weakened India's position vis-a-vis her immediate 

neighbours as well as international colmlunity. However, 

47. The Hindu (Madras) 3 April 1984. 
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the liberation of Bangladesh and the nuclear explosion 

of 1974 increased India's standing. That is why India 

by providing assistance to south Asian countries is 

perhaps seeking to preserve its image of a regional power. 

India is stmng both economically and militarily 

in the region which evoke fear among South Asian neighbours. 

It is thus, pleaded that India should follow a policy of 

generosity and understanding. Hower er, country• s national 

interests cannot be ignorei for humanitarianism. Thus, 

India should attanpt to increase its aid to the neighbouring 

countries in south Asia, which certainly would lead to 

decrease in extra-regional influence. Morever, India must 

pay attention 'to its power-economic, tecnnological and 

military, and also its dealings with major powers, we are 

likely to intexvene in the region. This will contll:ihute 

to the overall security of its neighbours to enable them 

to sort out their own problems. Precisely for that it has 

become essential for India to accelerate the process of 

cooperation i.e. SARC. Inaugurating the first erer meeting 

of foreign ministers of economic cooperation of SARC, 

Mrs. Indira Gandhi said : 

48. 

We should be fNer vigilant against attempts 
of external powers to influence our functioning 
as cooperation would increase tt1e capacity to 
withstand external powers or pressures. (48) 

Times ~~dia{New Delhi) 2 August 1983. 
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The destiny of South Asia as a geo-political 

factor on the world scene is going to depend on India's 

capacity to attain a degree of self-reliance and to 

achieve credibility. It is part of India • s nation 

building effort to ensure that its derelopment is not in 

any way hampered by the turbulence in the South Asian 

neighbourhood. It should be the task of Indian diplomacy 

to reassure the neighbours that its economic strength is 

not inimical to their economic and security interests. 

India should ensure patience, tact and firmness till such 

time when its neighbcurs realize how much India can help 

in their development process. 

The study of India's aid diplomacy also signifies 

an effort to €\Taluate the efficacy of India's economic 

policy in the conduct of 'ller foreign policy. India has 

E!ITOlved an economic policy as an effective instrument of 

foreign policy. The economic and political success of 

foreign policy is partly dependent on readiness to aid. 

That is why India despite being a large recipient of foreign 

aid is giving aid to other underdeveloped countries. This 

act is based upon her own development experience. India has 

also supported struggles against imperialism.,.colonialism and 
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neo-colonialism. Thus India as a donor acts as promoter 

of economic cooperation and in turn also benefits from it. 

In the final analysis, the u~timate objective of 

foreign economic aid should be to gradually prepare the 

donor to oo without it but the successful donor is one 

who creates conditions where no donor is needed. The 

advantages of aid only to the recipients reduce the 

efficacy of aid as it is well known that foreign aid should 

be regarded as palliative to generate the process of 

economic derel.opment and not as a substitute to attain 

sel £-reliant growth. Aid diplomacy somehow 1 eads to more 

advantages to the Ck:>nor. In this respect India seems to 

have used aid diplomacy to increase her influence and 

maintain her dominant position in the south Asian region. 

The geo-political situation demands that India should play 

an influential role in South Asia by employing aid diplomacy. 

This would help them in their progress and derelopment also 

make them self-reliant which is essential to decrease big 

power influence in South Asia. 

India's aid diplomacy, it may be said has been fairly 

successful as benefits have occurred by and large equivalent 

to deep costs incurred and sacrifices made. 
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CONCLUSION 

Colonialism is dying but not dead. Before dis

appearing from the world scene, it has been getting a 

new shape i.e. Neo-colonialism under the guise of aid. 

The contemporary international system has contributed 

to the con&Olidation of economic and technological power 

in the hands of few nations resulting in the division 

of the world between •the haves• and •the have-nots". 

The dominant "haves• have made use of foreign aid to 

sez:ve their enlightened national interest. Somelx>w, 

they are bound to attach strings to aid. 

Foreign economic aid consists of grants which 

don't have repayable liability, sale of surplus products 

for local currency payments, loans repayable in foreign 

currency, and technical skills to widen the recipient 

country• s capacity constraints. It refers to govemment 

sponsored flows of resources made availal;>le on concess

ional terms to foreign governments. 

Inspite of the differences between liberal and 

Marxist thinkers about the nature and functions of foreign 

economic aid both agree that economic aid is nu::essary 

for the derelopment of the Third world. However, the basic 

function of all types of aid is political. 
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Foreign economic aid is an important facto.r in 

the foreign policy strategies of the aid giving count-

ries, whether they are super powers or other great 

powers whose political o.rbit is not so global as that 

of the USA and USSR. Aid diplomacy comprises a whole 

range of activities involving the use of material and 

human resou.rces for the achievement of the ends of the 

foreign policy of a state eT entually designed to achieve 

national obje::tives. Aid programmes are instruments of 

general political strategies, although they may not be 

clearly defined as such. From the stand point of both 

the recipi~t and the donor whether the main concern is 

security. economic growth and stability, the progra.mmes 

is intended to se.tVe national interests. Aid diplanacy 

is contrived. to atta.in specific aims although most of 

the pEOple at the helm of national affairs feel reluctant 

to admit it and swear by m::>tives of economic help to 

less developed countries. At present, aid diplomacy 

covers cases where a relatively more dENeloped count.ty 

shares her experience and expertise with a less developed 

country apparently for mutual benefit. 

The study of India's aid diplomacy in south Asia 

provides us a close and durable picture of economic 
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relations between India and other SOuth JVSian countries. 

The former is relatively more der~eloped than the latter. 

India. has assumed the status of a great power in south 

Asia. Her strategic location gives her central position 

in the region. Indian aid to south Asian countries has 

basically been guided by her strategic factors. need for 

economic progress and maintEDance of political stability 

in SOuth Asia• India• s aid progranme is one of the 

facets of her foreign policy which is aimed to promote 

peace and stal:>ility in the world. I.ndia, it may be said 

has three main aims in the South Asian region, viz, to 

increase 1 ink between India and south Asian countries 

for the preservation of national security interests of 

India, to prom:>te economic progress. and to encourage 

political stability in SOuth Asia. As the third largest 

resexvoir of skilled manpower in the world, and as the 

tenth industrialised nation and also developed aiiDng the 

del' eloping countries of SOuth Asia, India can conduct 

her aid diplomacy effectively in the south ~ian region. 

The development assistance inev ita.bly has been 

a part of India• s foreign policy from the very be;inniD;J. 

The p:>lia Is of India • s aid diplomacy of the SOuth Asian 

countries seems to be quite complex. Cll one hand, India 

is the largest aid rECipient as an underdeveloped country, 

while on the other, India has been extending economic aid 
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to other underdeveloped countries of South Asia. 'l'his 

looks all the more paraooxical if we stick to the popular 

notion of aid inunediately after the SecDnd vlorld war. 

which held that only the dereloped countries extended 

assistance to 1 ess der eloped countries. 

The origin of Indian aid in the form of economic 

and technical cooperation can be traced back to early 

1950s. The decision to extend technical and economic 

assistaa:: e to the Himalayan Kingdom countries soon after 

India• s independence was not born out of a new.r diplomatic 

process but was simply the extension of British policy 

to maintain special relations with the Himalayan states. 

)obst of India• s subcontinental economic cooperation with 

three Himalayan Kingdoms- Nepal. Bhutan and Sikkim 

(till it became one of the Indian state in 1975 ) - is 

one sided and essentially bilateral aid. 

India• s policy towards the Himalayan Kingdoms has 

been of considerable importance because of their strategic 

location. India has been aiding Sikldm• s economy th.x:ough 

undertaking special projects finan::ed by loans and grants. 

More than fifty percent of the Indian aid to Nepal has been 

allocated for d.E.Yelopment of transport and communication. 

Bhutan which entered late in India's aid list has been 

helped in the implementation of its dEWelopment schanes. 
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The first three plans of Bhutan were drafted and financed 

by India. Aid commitment by India to Bhutan is largest 

amongst all South Asian countries. 

The early economic assistance to Bangladesh by 

India was to rehabilitate her war ravaged economy by 

reconstructing its railways, improving transport systEm 

and restoring comrwnication system. Later on, after 

19 75, the focus of Indian aid to Bangladesh shifted to 

the fields of technology and industry. 

The cooperation amongst India. Sri Lanka and 

Maldives has tremEndous potentiality of concretisation 

and expansion in both bilateral and regional contexts. 

In addition to consul tancy serv .i.e es and technological 

cooperation, India has extended bilateral credits to Sri 

Lanka. Maldives. a small island in Sou~West of Sri 

Lanka,has been provided communication facilities and 

loans by India. Howe~ er, India has limited trade relat

ions with Pakistan. The economy of Fakistan is vastly 

depended upon the us foreign aid. 

Indian aid to the northern kingdoms mainly consti

tuted of grants. To Bangladesh, it was mainly in the 

form of grants and loans, to sri Lanka and Mal.div es, 

Indian aid consisted of credits, loans and technical skills. 
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Indian aid to the South Asian countries is a 

part of a larger system of her foreign policy priorities 

and objectives. In order to decrease big power influen::e 

and to promote goodwill and better living and also n:aintain 

her status in international affairs, India's aid diplomacy 

seems to have been quite rel. eN ant and successful. 

India's aid diplomacy has its rationale in promo

ting its foreign policy goals• Indian aid to South Asian 

countries is security-cum-defence oriented. Strategic 

and political considerations have significant influerx:e 

on the direction and contents of India• s aid, besides 

colliDercial interests which play an important role. 

While India's aid is beneficial to the recipient 

countries, it is also helpful to her own economic derelop

ment. There is erery reason for an increased outflow 

of aid from India to south Asian countries because it 

will be outmatched by an inflow of exchange to the country. 

MorEOver, India does not lack either will or capacity 

to conduct an aid programme commensurate with her size 

and resources. Depending on the state of India's economy 

and given political will of the nation, India's aid 

diplomacy seems to be justified. 

By and large Indian aid has proved to be effective 

in SOuth Asian countries as it has helped to bridge the 
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strategic gap between dwelOpment investment and domestiC 

mobilization. No cbubt, political factors have been 

obstructing the smooth and proper implementation of 

Indian aided plans and projects in the south Asian region, 

yet, India has been using aid as a diplomatic instrument 

to deal with the changed nature of her security problem 

in South Asia because of the growing ant.i,...Indian propa

ganda by the neighbouring countries of the rEgion. The 

small countries of south ASia have often accused I.ndia 

of being an imperial power which could prima.r ily be 

att~ibuted to its size, resources and scientific skilled 

manpower etc. India•s aid policy aims to create a 

climate of mutual trust, confidence, peace and security 

which are essential for the economic development in the 

SOuth Asian region. 

Within the confines of the Dire:::tive Principles 

of state policy as enshrined in the constitution (Part 

IV), India's aid diplomacy being an adjunct of her 

foreign policy of non-aliganent, peace, cooperation 

and understanding a..rrong nations is naturally aimed at 

securing the optimum utilization of her natural and 

human resources in order to fulfil the national objective 

of achiw ing better living standards for the inhabitants 

of this country. 
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'!'he touchstone for the su:::cess of Uldia' s aid 

diplomacy remains the optimization of national benefit 

at the minimum national opportunity cost in texms of 

alternatives foregone be:::ause resources spent abroad 

could have been used at home. Indian foreign aid does 

not differ radically from other big powers• aid progra

mmes either in motives or in goals. 

Indian aid diplomacy is designed to strengthen 

its relationship and acquire a measure of influence 

in the countries of South Asia. Indian aid has been 

far too long an igmred aspect of Indian foreign policy. 

Its impact though small is just beginning to be felt 

in the South Asian countries. 
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Appendix-...! 

Broad Generalisations along with the Economic, 
SOcio-CUJ. tural and .Political COmponents of 
· south Asian States 

--
COuntries Economic base SOcial Stance Political 

(mode of pm- order 

--- duction} 

Bangladesh Feudal + weak Islamic Military 
dependent manu- Bengali dictatorship 
f actur ing ec oominated 
sector. s 

Bhutan Semi feudal and Drukpas, Traditional 
feudal Buddhist IOOna.t:c.by 

dominated 

India Elements of federal . Hindu Parliamentary 
+ modem capital!- dominated democracy 
st with nationali- but secular federal const;. 
st as well as depo- itutional 
endent manufactur- structure 
ing sector 

Nepal Semi feudal + a Hindu Traditional 
marginal dependent kingdom monarchy with 
commercial sector facade of 
dominated by feudal elected 
interests. legislature. 

Pakistan Feudal _,modern Islamic Military diet-
capitalist sector Punjabi atorship with 
with dependent dominated facade of 
monopolies. elected 

1 eg .isla tur e 

Sri· Lanka Plantation + small Sinhalese PresidED tial 
dependED t manufa- Buddh.ist de:nocracy with 
cturing sector. 

~min a ted strong poli-
tical control 

--
source : s.D.Muni, •Political Imperatives and SARC•, 

ssnin§:r 12aaer presented in JNtJ on 4 DeceJiber 
1985, pp. 2 -21. 
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Basic Indicators of the le~ el of Dev elo:p
ment in South ASian countries 

country Population Area G.N.P. per capita Average 
(millions (thous- - annual rate 
mid 1983) ands of Dollars Average of inflat-

sq.km.) 1983 annual l.on (%} 
growth !'96s:- 19 73= 

-- rate 1973 1983 ------------
Bangladesh 95.5 144 133 o.s 7.3 9.6 

Nepal 15.7 141 160 0.1 5.a 8.1 

India 733.2 3288 260 1.5 6.3 7.7 

Sri Lanka 15.4 66 330 2.9 5.1 14.5 

Pakistan 89.7 804 390 2.5 4.8 llel 

Bhutan 1.2 47 - - - -



o>untry 1974 

Bangladesh 1010.8 

India 1147.4 

Maldives -
Nepal 27.1 

Pakistan 4633.9 

sri Lanka 587.8 

--
source a st5ltistics1 

.rwpendix - 3 

External Debt of south Asian countries 
(Outstq.nding disbursed dEbt only) 

(millions of us dollars> 

--
1976 1978 1979 1980 1981 1982 

1939.7 2766.6 2844.4 3521.2 3851.9 4294.4 

13291.3 1543.4 15 79 6. 4 175 75 • 7 179 76 • 4 19512.5 

0.1 3.9 6.8 24.8 36.9 42.1 

44.3 37.0 123.1 173.9 231.6 296.6 

6000.7 7583.0 7999 ·1 8780.6 8812.0 9164.2 

691.6 1017.5 1110.9 1344.2 1610.2 1964.6 

Year Book 1983/84, United National, New York 1986. 
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1983 

4184.5 

21276.6 

46.5 

346.4 

9465.6 

2205.0 

--



Disbursement of Bilateral and Multilateral 
Aid to South Asian Countries 

(millions of us dollars) 

Country Year Bilateral MuJ. tilateral 
aid aid 

---
Bangladesh 1982 822.0 367oS 

1983 582.4 418.0 

Bhutan 1982 3.2 8.1 
1983 2.9 10.1 

India 1982 471.2 1546 .a 
1983 725.2 1434.4 

Nepal 1982 111.4 88·9 
1983 108.6 92.2 

Maldives 1982 0.9 3.0 
1983 3.2 4.2 

Pakistan 1982 400.4 49l.O 
1983 252.4 479.7 

Sri Lanka 1982 305.4 121.5 
1983 342.6 141.8 

202 

Total 

1189.8 
1000.4 

11.3 
12.9 

2018.0 
2159.6 

200.3 
200.8 

3.9 
7.4 

891. 4 
732.1 

426.9 
484.4 

Source a Statistical Year Book 1983/84, United National, 
New York, 1986. 
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1971-72 

1972-73 

1973-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980-61 

1981-82 

1982-83 

1983-84 

1984-85 

1985-86 

19S6-87 

Total 

-
source a 

Indian Aid to south Asian Countries 
{Bhutan,. Nepal and Bangladesh) 
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{Rs. in lakhs} -Bhutan Nepal Bangladesh _____ 

715.00 912.00 4400.00 

1024.50 803.00 2000.00 

1337.50 834.00 5247.00 

1517.09 897.00 341.26 

1943.12 976.51 922.25 

2347.50 1056.44 288.17 

2466 .oo 924.39 263.10 

3513.84 1104.19 365.51 

3046.00 1460.34 530.00 

3352.76 1421.60 121.50 

3863.88 1575.00 127.49 

2222.00 4841.45 165.91 

5688.50 1788.47 171.00 

6238.19 1341.50 297.00 

4536.27 2739.87 348.00 

5811.00 1563.00 223.00 

49683.15 24238.76 15811.19 

d_l_!.nual Reports (from 1970 onwards), l11nistry of 
External Affairs,. New Delhi. 



External Assistance Re:: eipts from 

.. Other sources to Bhutan 

* 19 76-77 to 198lr-82 (US $ 000) 

UN System 1976- 1977- 1978- 1979-
1977 1978 1979 1980 

....... _,__,_ ______ 
UNDP 1177.4 1232.0 1325.7 4154.1 

UNCDF** - - - 500.0 

UNLDCF+ 273.2 383.5 226.5 94.3 

UNLLCF@ - - 9.1 

UN~~ - -
UNFPA - - 577.9 

UNICEF 592.4 1150.4 656.0 1405.0 
,,, ~. 

WEP 155.0 400.0 60o.o 700.0 

-
Total 2198.0 3165.9 2808.2 7440.4 

Notes Flows are based on donor• s fiscal year. 
* Official sub assistance only. 

** UN Capital Development .Fund. 
+ UN Least Developed Country Fund. 
@ UN Landlocked country Fund 
& UN Inter country Progra,mme. · 
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1980- 198l-
1981 1982 

---
1849.4 3028.9 

282.0 203.5 

- 52.5 

- -
50o.o 285.0 

728.7 566.3 

1108.3 388.0 

2124.9 1207.0 

6593.3 5731.2 

sourcea A wor!§ B§l!k Country studya Bhutaa (Washington.1984) • 



Years 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

1979-80 

1980..81 

1981-82 

205 

~dix- 7 

Foreign Cash Grants to Nepal Bilateral 

(Value in Rupees thousand) 

-
Donors• 

USA- - China 

24522 9704 

58843 12283 

27833 9'n1 

46948 5015 

36265 2438 

33473 -
62355 -
86312 

India 

4552 

6839 

12331 

4934 

36091 

41284 

32086 

58144 

source a M.P.LaJlla# The Economies of InClo-Nepalese 
COoperation (De1hi,1985) ,p.12S: 
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Donorwise Inflow of Foreign Aid in Nepal 

{ in million rupees) 

Plan Period India USA China USSR 

Pre plan period 70.0 25 .o -- -
First Plan 82.1 222.4 32.1 8.5 

Plan gap year 40.9 82.5 14.8 42.2 

Second Plan 110.0 212.7 45.0 76.8 

Third Plan 550.5 219.4 153.0 18.8 

Fourth Plan 563.7 211.5 210.5 7.7 

Fifth Plan 643.6 281.2 307.7 -
Note : Technical assistallCe is mt included 

source : B.P. R.Baidya, 11 Foreign Aid and E::onomic Development 
~epal's EXpet:ierx:e with Chinese Aid•, {Bhuneshwar, 
1984) , P.P• 74-75. 
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~Eildix- 9 

ASsista.nc e (LOans and Grants) to Bangladesh -
Bilateral 

{Takas in lacs) 

--------------·--------------------------------
Years USA USSR India 

1973-74 63.30 32.66 10.36 

1974-75 134.90 14.86 22.55 

1975-76 420.73 26.44 46.79 

1976-77 92.25 7.33 33.95 

1977-78 203.06 36.45 a.as 
1978-79 276.95 6.21 1.35 

1979-80 280.48 10.87 1.64 

1980-81 214·88 6.03 4.58 

---
source 1 69!!~ Impor£._Paymew._1973-8l, (Bang1adesh,Dakha) 
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Appendix - lQ. 

Chinese loans to Bangladesh 

Date of 
/ft.9 r eemen t 

21 March 19 78 · 

21 July 1980 

_________ .... 

Amount 

us$ 59 mn 

us $ 43.85 mn 

Purpose 

.Interest free, setting 
up 190 ton. daily 
capacity fertilizer 
project and water 
conservancy project 
for irrigation of 
2,.000 he:: tares of land. 

Interest free to be 
repaid over 20 years 
period including 10 
year grace period. 

SOUX'ce a R.K.Jain,. ChinA:;.§2,!:!th Asian Relg:tionf! 
(Delhi, 1981),. P• 614. 
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~endix- 11 

Total Loans and Credits by USA to Pakistan 

(in million of us dollars) 

-~s 9!!2{ Credits -- Grant Years - -Repayable Repay~le Total assistance 
in in amount 

doll.a£s ru~ees __ ~ ---
1960-65 654.266 245.704 899.770 504.093 

1965-70 819.316 191.123 1010.439 197.376 

1970-71 71.132 71.132 49.810 

1971-72 65.479 - 65.479 17.799 

1972-73 212.212 212.212 16 .626 

1973-74 125.101 - 125.101 24.056 

1974-75 97.770 - 97.770 32.819 

1975-76 178.800 - 178.800 2.214 

1976-77 248.160 - 248.160 18.470 

1977-78 56.430 - 56.430 0.400 

1978-79 127.000 - 127.000 0.423 

1979-80 149.397 - 149.397 1.505 

1980-81 58.397 - 58.397 0.339 

--
source a R.K.Ja.in, United Stgtes - south Asian Relation~ 

(Delhi, 1981) 1 p.569. 



Economic Assistance extended by India to 
South Asian countries upto March 1984 

(AJDount authorised in million rupees) 
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Country----------------·----~P~e-r~i~o~a~··---------------------------

1966-74-1974-78 1978-81 198l -upto March 
1966 ________ ...;:;;;;..;;;.;;;..... __ , _________ , __ ............. ......__"'"_ .. _ 

Bangladesh 
L 

G 

Bhutan L 

G 

-
-

105 

Nepal L 10 

G 

sri Lanka 
L 

302 

20 

670.6 

1429.4 

20.5 

456.3 

790 

204 

199.2 293 

25.0 2.8 

33.66 192 

795.8 970.5 

205 

386.9 376.9 

321 248 

L indicates Loans and G indicates Grants. 

Notes: (a) Aid to Nepal excludes grant expenditure on 
Kosi and Gondak schemes executed :by the 
Bihar government and grant expenditure on 
:training of Nepalese scholars in l:ndia. 

(b) Figures for aid to Bangladesh a;, not cover 
relief goods of the value of Rs.l7 crores 
supplied to that country in 1971-72. 

1984 

4 

9 

408 

1373 

51 

486 

Source a Govind R.Agrawal# ed., South-South Economic 
£2_operat1:2n ; Problems ;nclP"m""AEec:~ (New DeJ.hi• 
Radiant PublisheLs, 1987), pp.214..215. 
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AREElldix - 13 

.Indian aid to Bangladesh -Aug.,1973 

...J.seount in Rs.cz:ures) 
Description_. ____________ ._---____ ~Am9~--~un;-~t~:: ____ ~Pu~r~pg~s~iZ~P=~~Jec~t:-

I. Grants 

a) Foodgrains 

b) Comm:> d1 ty grant 

c) Refugee relief grant 

d) SecoBi Refugee R.elief 
grant 

e) Third Relief grant 

f) aestoration of five 
rail links 

g) Technical assistance 

h) Commodity assistance 

i) Unallocated 

Total 

j) Educational and Cul tu
ral 

Grand Total O£ grants 

II. Log.ns 

a) For the rehabilitation 
of rail ways and tel e
communication and 
power equipment. 

b) supply of two ships and 
two aircrafts spares 
and services 

c) Loan to finance the 
import of 50,000 tons 
of o.r:ude oil by 
Bangladesh 

78.46 Supply of 75000 tons of 
foodg rains. 

32.78 Supply of essential goods. 

18.58 Purchase of consumer 
goods and industrial raw 
material f~m .India. 

0.86 supply of pulses, match 
l:x>x and hand pumps. 

1.36 supply of shel. ter mater
ial. 

0.70 -

1.00 Training facilities and 
feasibility studies. 

1.00 Supply of baby food and 
raw material. 

1.00 Cultural or comnodi ty 
assistance. 

136.74 -

0.20 

136.94 

10.00 i) .Rate of interest nil 
ii) Grace period - 7 yrs. 

iii) Repayment period -
18 years. 

6 00 i) Rate of interes~ 2~ 
• ii) Gmss period - 5 yrs. 

iii) Repayment period-
20 years. 

a .10 i) Rate of interest;.~% 
ii) Gross perJod -nil 

iii)Repayment period-
5 yrs. commencing 
January 1973. 

--------·--------------------------co_n __ t_d-•• --.~·~t-p--ag-·e--------



~pendi!_continues ••• 
Desc:ription 
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-----·--------------------------Amount Purpose/Project 
·----------·----------------·------------------..... ---------~---

d) Foreign exchange loan 9 .so i) Rate of interesti-2~ 
ii) Grace period- 5 yrs. 

iii) Repayment period-
15 yr s. ooiJUDencing 
5 years after the 
date of ctisbursement. 

e) For supply of 150 buses 1. 33 i) Rate of interest.-6% 
ii) Grace period-S yr s. 

iii) Repayment period-
10 years commencing 
fxom 20 June,1~7s. 

f) Supply of textile 
machinery 6.oo 

g) Supply of conmodities 1o.oo 
Total 50.93 

III. Miscel1seeous 
ex:een<ii tur e 22.13 

Grand Total of loans 
and grants Rs. 210 crores 

source : satiah Kumar# D:>cuments of India 1 s Forei@ Po1igz 
1913;"" p.143. 
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Appendix - 14 

south Asia s Basic DemograPhic Profile 

bnQlade;ah 

It is bounded west, north and oortb-west by .India. 
east by India and Burma, south by the Bay of Bengal. Its 
area is 144,020 sq.lau; population (1981) 87,052,000. Dhaka 
is the capital. 1'he chief ports are Chittagong and Khulna. 
A new currency - Taka - was floated in 1976 • 

AgricuJ. ture contributes 55 percent of the Gross 
National Product and employs about 80 percent of the p;>pu
lation; 64 percent of the total area is under cultivation, 
80 percent of which is under rice and nine percent under 
jute. Rice is the most important food crop. Bangladesh 
accounts :fOr a.l:X>ut half the world production or raw jute 
which is the main foreign exchange earner. 

Bhutan 

It is situated in the eastern Himalayas. bordered 
on the east, west and south by .India.• Area 46,600 sq.lan. 
Population estimated at 1,325,000 (1981). Thimphu is the 
capital• :Paper currency has :been int.z:oduced lcnown as 
Ngultrum, silver currency is known as Tikchung. Indian 
currency is also legal tender. The area under cUltivation 
is a):)out 5 .,500 sq.km. Bhutan alx>unds in valua:bl e forests. 
Tow::ism is the largest _source of foreign exchange. 

The area of the Indian union is 3.28 million sq.km. 
Population estimated at 683 million (1981) • The currezx:y 
is .Indian rupee. · _ ~ lts capital is New Delhi. About 
70 percent of the people are dependent on the land for their 
living. In 1978, agriculture provided about 40 percent of 
national income. India has the world's largest .IX>Ol of 
scientific manpower. She is a1 so among the seven countries 
in the world who have the technological capability to erect 
a complete nuclear power plant • 

.E.gki stae 
Pakistan has a total area of 796#095 sq.km. and a 

population of about 83.7 million (1981) • Its currency is 
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Pakistan rupee and its capital is .Islamabad· It is India's 
iamediate neighbour on its western grant. Agriculture is 
a high priority sector and a major obja::tive is the reduc
tion of food imports by achiar .ing self-reliance. Pakistan 
has been living beyond its means with the help of foreign 
funds. 

Nepal 

The Himalayan kingdom of Nepal is bounded on the north 
by the Tib~t region of China and on the east-west and aouth 
by India. The total area of Nepal is about 141.400 sq.lcm. 
and its population in 1981 was 15,020,000. .Its capital b 
Kathmandu has a p;>pulation of 195~260 and its currency 
is Nepalese rupee. More than 90 percent of Nepal's trade 
is with .India. Nepal has valuable forest in the southern 
parts of the country. Of the total area, nearly one-third 
is under forest. In the northern part, on the slopes of 
the Himalayas, there grew large quantities of mec:Ucinal 
hem.s which find a world-wide market. 

sri Lank,s 

.It lies off the south-east coast of the Indian state 
of Tamil Nadu, separated from it, by the Indian ocean but 
almost joined to it by the chain of islands called Adam's 
Bridge. The country• s total area is 65,610 sq.lan. with 
~population in 1981 of ablut 14,850,000. Its currency is 
Ceylon• s rupee and its capital is Colombo. About one-third 
of the country• s total area is under cultivation. Tea, 
rubber, coconut are the chief exports. Principal imports 
are food and drinks, consumer goods and intermediate goods. 

Maldives --
The Republic of Maldives, 400 miles to the south west 

of sri Lanka, consists of some 2,000 low lying coral islands 
(only 220 inha);)ited.) grouped into 12 clearly defined cluster 
of atolls but divided into 19 for administrative purposes. 
Its area is 298 sq.lan and its population according to the 
census of 1981 is 157 ,ooo. Its capital is Male• The islands 
are covered with coconut palms and yield millet and fruit 
as well as coconut produce. The Maldivian economy is based 
on the fishing industry. Tourism intmduced in 1972 is 
expanding. 

SOUX'CE!I Pa.tmod Kumar Misra, £2h,sks. Sumnit and SAARC 
(Calcutta, Netaji In$titute for SOuth Asian 
Studies, 1986), pp.65-67. 
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