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Preface" "

India, a vast country holding a population of nearly 800
millioﬁ,” is rich in its diversity, and notable for the distinct
- regional differences. Despite this, overall it is a stable society

‘which' shares common cultural values, and which possesses an
administrative system managed by an well-established
bureaucracy. Although India is still on the road to development,
it is a country with limitless undeveloped resources and rich in
human resources, and implies tremendous potential for future
development. In this context, India differs greatly from many
‘other .devéloping- countries. Of the countries to which Japan
‘provides developmenf assistance, India presents the least amount
of risk, and can hold great expectations of fully reaping the
benefits from that assistance. In recent years, the economic
" relationship between our two countries has become more active,
and India is looking for J apan’s effective cooperation especially in
development sectors. Japan’s development assistance must
respond to those expectations. Further than this, it has great
significance in Asia’s development, as well in a broader

international perspective.

In the twelve months since December 1987, Country Study
Group for Development ‘Assistance to India, which was
commissioned by the President of the Japan International
Cobper_ation Agency (JICA), has examined the results of Japan’s
development__'_as'sistance_ to India thus far, has analyzed ‘the

‘economic development of India as it stands today as well as the



trends of its development '_policie.s, and has discussed at length

~about the pose that J apan’s development assistance should take.

| ‘This report was compiled with the support of a task force
comprised of JICA personnel, and it is hoped that the report, and
its recommendations, will contribute to the more effective and
- more efficient implementation of Japan’s development assistance

in the future.
December 1988
Country Study Group for

Development Assistance to India
Chairperson : Chie NAKANE



| I. Assistance to India - Issues for Consideration
. Backgrou:hd |

- India is a vast country nine times the area of Japan with a
huger population of about 781 million, and taking official
l.anguage alone amounts to sixteen kinds. It is administratively
_dividéd into 25 states and six union territories. There are
_fegional differences in climate, topography, types of agricultural
~ products, industrial productivity, levels of income, and medical

and social services.

=De$pite being prone to Be regarded as a poorer country,

India is an industrialized country rich in natural resources with

highly competent scientists and engineers. In 1986 India’s gross

national product (GNP) ranked 11th in the world at US$266.6

billion, -

Not only is India, like China, important to the development
of Asia, it also' has a critical role to play in the trend of East-
West detente both as the major country in South Asia and also

“as one of the leading non-aligned countries.

In '1985_ India and its_neighboﬁring countries of Bangladesh-,
Népal,‘.: Sri Lanka, Pakistan, Maldives a_nd.'Bhutan formed the
South Asia Association for Regional Co-operation (SAARC). Co-
~operation -within SAARC is at -pr.esent magnénimous in areas

where there are no contentious issues, and it is expected to play
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a major_ role in the future development of the region. India is
also prqviding developmeht assis.tance to these countries, and so
it is important to view Japan’s assistance to India in light of its
relevance with future assistance to the region. It may be noted
that, according to "1986 figures, Japan is the largest donor
country to India, Ba;igladesh, Sri Lanka, Nepal, Maldives and

~ Bhutan and the second largest donor country to Pakistan.

The Indian economy is based on the socialist-type mixed
" economic system, and while it has fostered technocrats rich in
the knowledge and the experience to formulate and implement
development programmes, it has also seen a decline in the
efficiency of the industrial sector and a falling behind in the

development of its infrastructure.

It can be said that India’s economic circumstances are
considerably different to those of the ASEAN countries or the
Asian NIE’s. India has less latitude to expand its export base in
comparisdn to the period when the NIEs experienced rapid
growth, because the ‘international economic environment has
become more intense, and there are already a number of rivals.
Furthermore, the NIE’s expanded their export base by adopting
outward-looking economic development policies and forming close
ties with specific countries, such as Japan or the USA, whereas
‘India, over a long period of time, has proceeded with an inward-
looking devélopment strategy, resulting in a lack of international
c’om_petitiveness in 'industry. ConseQuently, India is in a poor

‘position to develop export markets.



 During the 1980s India has become aware of the problems
faced by its economy and has started to reform its economic
structure.  These reforms are aimed at easing economic
régulatiqns and improving the country's ability to acquire foreign
‘currency,' and have acted as a catalyst for Japanese private
- i_n've'stment, and in the estéblishment of business ties. In
conjﬁn_ction With policies to ease economic regulations, India is
plahing emphasis on the modernization and stimulation of

industry, and on the promotion of exports. In particular, India is

seeking to modernize industry through the introduction of the

latest technology, and to improve productivity in both public and
private corpofations. India has raised their expectations of
Japanese co-operation, and Japan must respond to this. The way
in which co-operation between the governments and between the
private sectors of the two countries is co-ordinated and
augmented will become significant in terms of the future Japan-

India economic relationship. .

2. Government Spending and ODA

When considering the role of assistance in the overall Indian
- economy, it is important to realize that the ratio of Official
Development Assistance (O_DA) to the expenditure of the Central
Government is compai'ati'v_ély'. small. In 1986 the ratio of ODA to
total expenditure _(éxcluding defense expenditure) was only about
:6.8% compared to Pakistan with about 17.9%, Sri Lanka with
about 31.6%, Nepal with about 63.9%, and Bangladesh with
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about 91.1%. From these ﬁgures it can be seen that foreign

_ a551stance has only a limited role in India.

Moreover, the majority of overseas assistance is multi-
- lateral, coming from the World Bank ahd IDA. Although multi-
_'_lateral.as'sistance to India has been decreasing of late, it is
_ necessary - to fully examine those trends when implementing bi-

lateral assistance.

3. Poverty and Population Growth

Poverty is widespread, and India must tackle the issues of
agricultural development and the fulfillment of basic human
needs (BNN). Co.nse(:iuently, most of the assistance provided to
India by the World Bank and the developed countries is based on
the BHN principle. | |

In 1986 India’s per capita GNP was about US$290, and
~ about 35% of the population lived below the absolute poverty
line. There is an annual population increase of about 15 million,

and it is expected to approach one billion in the year 2000.

To solve the problems of poverty and population growth it is
necessary (o control the populatlon growth rate, to secure a
':_stable supply of food, to maintain and improve the natural
'environm_ent, to enhance the levels of health and sanitation, and

~to solve the slum problem. In particular, it is essential to raise



the level of produCtiVity of the'farming sector. This will not only
contribute to maintaining-food self-sufficiency and to raising the
income level of the poor, but it will also form the foundation of

industrialization and- employment generation.

It is necessary to examine Japan’s assistance to India, from
- the aspect of supporting efforts to solve the problem of poverty,
by studying the trends of -assistance provided by international

'oi'ganizations and the aid agencies of the developed countries.

:4:_Impr'0iring the BEfficiency of Macro-Economic Policies

In the past few years India has come to have enormous
domestic and foreign debt, which is impeding the progress of the
 Government’s development programmes, and which cannot be

easily resolved by India’s efforts alone.

Ih the light of this situation, it has become essential to give
backizig to structural adjustment of India’s economy in order to
resolve the domestic fiﬁancial deficits and foreign debt
accumulated by the Government. For this reason, contributing to
~India’s efforts to 'improve the éfﬁciency of their macro-economic
policy management by providing structural adjustment type loans

- is a course which should be examined.

~ Furthermore, the full effects of an improvement in the

- efficiency of the macro-economic policies cannot be realized unless
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it-_'is accompanied by reforms to the present system, brought
about by the Indian Government itself, ahd so it is necessary to
':carry_ out close policy dialogue with the Government while
'.main_tainir_lg close liaison with the international organizations

- when providing those loans.

5. lmprovement in the Ability to Acquire Foreign Currency

India has yet to emerge from the long-term decline in its
international balance of payments. The speed in which economic
development canjbe carried out is severely limited by a shortage
of foreign currency' resources. Furthermore, in order to maintain
and accelerate its current policies to ease economic regulations,

India must first irhprove_ its _ability to acquire foreign currency.

To this end, the promotion of exports is crucial. However,
India’s international competitiveness in manufactured products is
still low, and the prospects for export expansion are not bright.
As Indicated in the “Report of the Committee on Trade Policies
(Hussain Coﬁlmittee)” by the Indian Government, domestic
factors are the main cause of India’s decline in export

competitiveness.

Accordingly, the most appropriate form of development
assistance is that which will bring about long-term improvements

to domestic factors, such as the economic environment, which



should, in turn, improve India’s ability to acquire foreign

currency.



II. Implementation
1. The Japanese System

It is appare_nt that Japan does not have an effective system
to gather the detailed sectoral and regional information necessary
~ to find and implement eligible aid projects in India, and it has
been difficult to formulate good projects and carry out them
srnoothly In contrast, the international organizations and other
aid agencies of the developed countries are carrying out liaison
~with the staff ‘of_ counfer part agencies at the state level, and as

aresult are much more systematic.

' One factor behind this contrast is that the number of staff
attached to Japan’s aid agencies is extremely small compared to
that of their foreign counterparts. This is particularly so for
| | overseas offices; OECF and JICA have a staff of three and one

respectwely, whereas USAID has 25.

Moreover, since Japanese experts have rarely been assigned
to India’s central and state government offices, implementation
organization 0r_pub_lic corporations, it is difficult to formulate and

implement-projects which are suited to the Japanese system.

In recent years, through the efforts of the Japanese Embassy
and Japan’s aid agencies in India, the responsible agencies in the
Indi_an'- government now understand Japan’s system, which has

enabled requests for aid to be processed more efficiently.



However, the system itself differs in many ways to that of the
World Bank and the United Nations, so it will still take timé_ to

achieve a better level of co-drdin_ation.

In particular, the present system is based on a single year
budget, 'whéi_‘é the amount of assistance for each country is
‘estimated by totalling the cost of individual projects committed
during__th_é year.. Consequently, it is somewhat difficult to
indicate clearly the amounts of assistance and potential projects
in the medium and long term which makes it difficult for the
Indian government to make request other than those on a short-

term basis.

o The following are the problems related to development

assistance,

' <ODA Loans>.

‘With an increase in the amount of loans provided in recent
years,:it has become necessary to secure good assistance projects
on. d continuo.us' basis. For this reason, Japan has started to
‘introduce a “pipeline” system Which will enable a medium and
long—term- .continuity .of assistance and selection of effective
projects, . while still adheﬂng to the principle of single-year
‘budgets and totalling projects mentioned previously. However,
there is a need to promote further the introduction of this

system. .



<Grant Aid>

~The number of requests for grant aid has increaSed, and it
is difﬁéult to combine it effectively with technical co-operation.

Further, India would much prefer to use its own corporations and
éoqultants rather than to use those of Japan, so it is difficult to
implement projects to construct facilities, and hence the grant aid
ends to be used for equipment and materials. As a result, the
level of f grant aid provided to India is lower than that provided
to its 'néighboming countries, such as Pakistan and Bangladesh,
 but it is ~desirable to proceed with grant aid in areas where

-effective results can be obtained, taking into consideration India’s

~ unique situation.

'<Technical Co-operation>
India’s requests for assistance place an emphasis on
advanced. technology that it does not pbssess, industrial
technology and trade promotion, much of which is held by the
private sector in Japan. Therefore there are many cases where
technical co-operation should be carried out by the private sector.
As it stands, it is difficult to recruit experts to carry out

government-based technical co-operation.

Japan has based its technical co-opration on the principle of
sending experts on a-long-tefm basis to transfer technology to
‘the Indian “counterpart”. However, India has requested the
~ assignment of experts on a short-term basis to act as advisors, as
.partners in joi'nt. research, or to provide se_rvices, and so there

remains a gap between the two countries in these concepts.
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In additi_o_n, ‘many requests do not fall into Japan’s techniéél
co-opération schem’e- of training and developing human resources,
such kind of project-type technical co-operation, which entails
- providing - extrerri_ely- large sums only for the provision of

equipment and materials.

2. The Indian System for Accepting Foreign Assistance

- Except for the projects of the Central Government and the
public corporations coming under their direct jurisdiction, most
projects are carried out by the states or state-controlled public
corporations. They are responsible for formulating the projects,
and those requiring foreign currency are submitted to the
Central Government to be entered as requests for foreign
assistance. However, the Central Government is stringent in
allocéting foreign currency, and the state governments or public
cofporations must cover the domestic currency element from their
own funds, or by borroWing from the Central Government or

commercial banks.

India has a massive administrative structure and a complex
system for accepting foreign assistance, and is ﬁnding it difficult
'to'-coqrdinate the requesﬁs, for that assistance from the central
- and state governments. in addition, due to the various control
measu'res-'placed oil"imports under the plahned econoimic systérn,
.the're are often délays_ in procuring assistance-related equipment

and material. |
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. Many of the projects for humén resources development,
health'-and-mEdical care, and social services, which are aimed at
fulfilling the BHN, and rural development projects, which are
aimed at employment generation and the eradication of poverty,
are under the control of the state governments, who are finding
it difficult to make foreign assistance requests for these prdjects

through the Central Government.

'.India.h'as'__ many highly competent engineers who are capable
of formulating and implementing development programmes.
There are also numerous corporations and consultant firms that
'possess sufficient levels of technology to carry out civil
engineering and construction: work. Therefore, except for the
“transfer of special technology, there is a tendency for India to

regard foreign assistance as a source of funds for development.

3. Measures to Improve the Implementation of Assistance

(1) First, it is necessary to adopt new approaches which take into
cd_nsideration*'- India's 'diversity, such as resp'onding to the

country's‘ development needs in terms of states and regions.

(2) In order to find and implement good projects, and to expand
the evaluating system, it is necessary to:

inci'_ease substéntially the number of personnel responsible for
development assistance, particﬁlarly those at the overseas offices;

increase.the'number of opportunities between Japan and India to
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.exarnine’various issues extending over the entire project cycle,
such as improvements to the development assistance system, and
| pro_]ect; evaluation’ .and improve further the level of
-.commumoation between the personnel 'respon'sible for

| 'development assistance from both countries regardmg its effective

 implementation.

It is also essential to utilize fully development surveys when

expanding future financial co-opration.

(3) It is necessary for the Indian side to deepen understanding
.Japan's development assistance system in order to carry out that
| assistance efficiently and on a continuous basis. In particular,
- _oonsidering the numerous differences between Japan's system and
those of the other aid agencies, it is necessary to intensify the

flow of informat'ion to the central and state governments.

(4) It is necessary to provide aid with more relaxed terms and
cond1t1ons on a continuous basis, and which meet India's needs
for development funds. In view of the large percentage of the
populatlon_ living below th.e : absolute poverty 1ine, it is also
necessary to. strengthen the coordination between grant aid and
technical co-operation, arid to continue efforts to find good
‘projects which will play a role in the eradication of poverty, the

| 'fulﬁ_llme__nt of BHN, and the expansion of social services.

Furthermore, there is a necessity to carry out joint prOJects-

W1th the other aid agenc1es and to provide auxiliary support to
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the activities of the NGOs. Japan should not limit the selection
~of projects to include only those that are based on BHN, but
should carefully select projects from a range as wide as possible,
such as infrastructure development, in order to ensure the .

effective utilization of the limited assistance resources.
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Il Future Priorities

| India's ba31c goals of long-term development are the
eradlcatlon of poverty, the achlevement of full employment, and
the redressing of soc1a1. disparity. ' In its seventh 5-Year
- Development Programme India has. emphasized securing a
__ sufficient food supply, inereasing employment opportunities, and
raising ‘the levels of productivity as measures to realize these
- goals. Since development assistance to India would have little
long-term effect unless it were implemented within the
framework of the Development Programme, Japan's priorities for
the.provision of development assistance are to:

.develop. the basic' infrastructure, improve economic -efficiency,
.rais'e the levels of agricultural productivity, promote afforestation
and environme_ntal conservation, enhance medical care and social
‘services, develop human resources, promote advanced science and
| .techriolog'y, improve the international balance of payments,
diversify development assistance, and promote a mutual

understanding between the peOples of the two countries.

- (These do not indicate any particular order of priority)

(N Basic- I.nfrastructure

Ind1a s industrial development and trade promotmn has been
hampered by under-developed infrastructures. In particular, the

shortage of electricity has become a serious problem. In addition



to .b‘eing.. under-developed, the network between the various
infrastructures is poor, which has inhibited the country's overall

development potential.

In order to deal with these problems, it is essential to
provide _develbpmen_t_ assistance to formulate programmes which
encompass the entire distribution plan, and which take into
‘account electricity Supply ‘and demand and its potential for
development, and the development of the network between the
infrastructures, such as railways, harbours (including river sand
‘_cont_rol‘ measures), bridges, airports, and the communications

network.

Furthérrhore; iri_ providing  financial assistance for the
various infrastructures, it is important to provide effectively
téchnical _CQ-opération- which ties in with that assistance, such as
sending consultants and experts in the management and control
- of facilities. It is also important to provide assistance which will
enable India to make improvements, through its own efforts, by

utilizing the technology it already possesses.
(2) Economic Efficiency

The poor operational efficiency of India’s factories in both
the public and the private sectors is another aspect hampering
its economic development. In addition to the poor operational

efficiency of individual factories, an insufficient consideration of
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- market research and market forces can to lead to problems of

over-production.

- T-herefore,'in addition to financial assistance to revitalize old
factories and equipment, and thé short-term assignment of
experts " in facilities re-activation, operations management'
mamtenance, and market research to offer guidance and make
recommendations for 1mprovement Japan should also provide

training for quality control and market research.

3) Ag ricultural Productivity

It is _crit_icél for India to secure food self-sufficiency on a
continuous basis. To this end, Japan has provided development
assistance in the form of ODA loans and grant aid for the
de?elopment of the agricultural base, and for the construction of
factories to produée fertilizers. This assistance has met India's

needs and is worth contmumg It is épparent that there are
| greater needs for assistance -for 1rr1gat10n (consideration should
be given to its relat10nsh1p with hydro-electric power generation),
farm machmery and food warehouses. In 1981 the National
Bank for -Agriculture and Rural Development (NABARD) was
established, which led to an improvement in farm and rural
district financing.  Consideration should be given to the

_ possibility of providing "two-step loans" through this bank.

While India has achieved, in a sense, a food self-sufficiency

"through' the spread of the "Green Revolution" in the wheat and
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_rice~groWing'districts,_ the average food intake of the population
has yet to reach the re'quired level. Agricultural output is still
gréatly influenced by the'weather, and the poor harvest of 1987
is a good example of the effects of this weakness. The seventh
5-Year Dev'elo_p'rnent Programme has emphasized agricultural
develbpment ~in the under-developed eastern, dry-farming, and
. _non-irrigé;tio'n farming regions to increase the outpdt of edible

grain and to redress the regional contrasts in productivity.

_While'fhe "Green Revolution" was brought about by the
introduction and spread of 'high-yield strains of rice and wheat,
the use of indigenous strains are showing a steady annual
decline. - Although world-wide attention is being focused on the
importance of gat'hering,_ evaluating, and preserving the genetic
resources of useful crops, and effectively applying them in
~ breeding projects; it is also necessary to assist in the collection
and preseratiOnj' of the genetic resources of India's indigenous
crops, and to foster the better strains which are suited to the

‘country's climate and topography.
(4) Afforestation and Enviro_nmenta! Conservation

| It is said t‘hat. since independence India has lost an area of

forest roughly the size of Japan (400,000 km?), mainly in the
northern regions. In order to provide assistance for afforestation
in tho'se regions it will first be necessary to undertake large-scale
geological and dendrological surveys to determine specifically the

types of trees suitable for water and soil conservation in each
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regmn Halting the rapid loss of forests will be of particular use
for flood control, ‘will benefit the farmers whose livelihood
depends on the forests, and will also be of value in India's long-

term energy supply and demand.

Furthermore, tr ansferring Japan's pollutmn control

_technology should greatly contribute to the environmental

conservation of the region.

Since there are experts and consultants in India with
sufficient technology to carry out the necessary surveys, it is

‘preferable that items (3) and (4) be carried out jointly.

(5) Health and Medical Care and Social Services

35% of India's population are living in absolute poverty, and
'the per capita income is low. Due to an overall lack of
development in service ‘water and sewer systems and medical
'faci_lities, there is a critical need to enhance health and medical

care and the social services.

-MOfe specifically, it is neceSsary3 to expand the current levels
of health and med.ical assistance, to formulate medium and long-
term assistance programmes, and also to pfovide. on a continuous
basis .medical equipment and ‘supplies, simple water supply
facilities, epidemic diseases diagnosis and research equipment and

supplies.
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- Furthermore, there is great potential to undertake jdint
projects with WHO, UNICEF, and USAID, which have the
__ékpérience and know-how in health and medical care and family
planning__ programmes throughout the region. Apart from co-
operating with these "organizations'., Japan should also give
| conmderatmn to programmes wh1ch support the activities of
Indlan and Japanese NGOs,

(6) Human Resources Development

| “Although India has many well-trained engineers, it also has
a large population of unskilled workers, who are at the core of
the problems of poverty and unemployment. The state and
central governmerits have made some effort to improve the
elementary education system, but the pending issue is to foster
semiskilled workers and supervisors who have obtained secondary
and higher education, and so it is important to provide assistance
for industrial skills vocational centres,. and for polytechnics by
combining financial and technical co-operation. Much of the
developm'ent assistance for vocational training to date has
consisted of the provision of facilities and the a551gnment of
spec1ahsts to individual training centres, but there is a necessity
also to examine development assistance which will combine sub-
centres in a number of regional cities based on the regional

distribution of 'po_pulation and industry.
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(_7_)' Advanced Science and Tech_nology

Advanced science and technology is the field most
emphasmed by India when making requests for development
asmstance In Japan most of that t.ype of technology is held by
the prlvat,e sector, so there is a necessity both to examine
-lcarefully whether the development assistance should be carried
out as a private or as a government undertaking, and to

mvestlgate the potent1a1 of joint research if the 1atter

Additionally, comprehensive assistance for the major
| .uni_ve_rsity in one region, such as that given to the highly
_:regarded Indian Institute of .Technology (IIT) by the USA, West
- Germany, and the Soviet Union, among others, would also be

very effective.

(8}international Balance of Payments and Assistance
Diversification

~ Since the beginning of the 1980s the Indian government's
financial -deﬁcits have groWn rapidly, and the flexibility of its
financial policies has. been reduced. To add to this, its
1nternat1onal balance of payments have continued to show a
deﬁmt wh11e fore1gn debts have been steadily increasing. To
counter these trends, Japan should not only continue with the
current project-based development assistance, but also examine as
soon as posmble the prov151on of structural adjustment type non-—

prq;ect loans 1n concert with IDA or ADF.
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| In addition to providin'g loans with less stringent conditions
that take into account India's foreign debts, there is a nece851ty |
to expand the prov1s1on of "two -step loans" to prov1de assistance
‘both for small business promotwn and to improve agricultural
financing. To lmprove India's local cost financing and its
international balance of payments, which in turn will raise its
' .ability to acquire foreign currency:, it is necessary to provide
‘assistance to develop the tourism structure and industrial estates,

~ to foster small businesses and rural-based industry, and to

_distribﬁte and export processed agricultural products.
(9) Promotion ofI_IMu'tua{ Understanding

- In the 'past Japan's relationship with India was much
weaker than its relationship with China and the ASEAN
countries. In order to carry out effectively development
assistance, it is essential to deepen further the mutual

imderstanding between the two peoples.

To achieve this, it is necessary not only to develop the
political and economic relationships, _'but also to develop human
‘exchanges in a wide range of fields, such as culture, the arts,

and academic rresea'rch;

More spec1ﬁca11y, the possibilities may include the
estabhshment of a research centre where both Japanese and
Indian researchers can be permanently stationed; the pr0v131on of

_books and literature about Japan, and J apanese language courses
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to univers'i_ties and research institutes of the major states when
requested; the ‘substantial increase in the number. of exchange
students a_n& trainees; and the provision of support for restoration
~and preservatioh of India’s historic relics and for the development

of tourism.
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Summary of Analysis

1. Anaiysis of Development Assistance
-1 Tren'ds of ODA to India

Exammmg the trends of ODA to India from the early 1960s
| to the mid 1980s based on DAC's statistics for net disbursement,
‘reveals a favourable growth in the amount of development
| assistance. Furthermore, while bi-lateral assistance has been
~ declining, multi-lateral has been growing markedly. In terms of
the_break-down of ODA to India, while the share of bi-lateral
assistance in the aggre'gate amount .is 58.6%, that of multi-lateral
~ has been i_nci‘_easing frorh 57.7% for the five years between 1976-

- 1980 to 60.4% for 1981-1985. The main provider of bi-lateral
assistance 'is.the__-USA with 41%, which is due to the fact that it
~accounted for 63.3% of all ODA to .India in the 1960s. Next was
~ the UK with 15% due, in part, to the fact that it exercised direct
colonial rule over India until its independence in 1947. Japan
ranked eighth with 6.6%. -

On ﬁhe o=ther hand, the aggregate multi-lateral assistance to
India from 1961 to 1_986.has been $13.141 billion, which accounts
.f.or. 50.7% of éll ODA. Most of this amount has been provided by
the W_orl._d, Bank Group, consisting of IBRD and IDA. In
: particular, IDA's share Ihas_ reached 73.6%, which has covered the

decrease in bi-lateral assistance from the first half of the 1970s.



1-2 Assistance to India by Major Countries and Organizations

| Assistance from the UK has been progressing favourably,
| and from 1976 has covered the repayments with grants. Its
assistance pohcy has been to regard India as a LLDC and, in
principle, provides assistance with grants, mainly for the energy
sector. | . o - |
During: the 1960s the USA provided large amounts of
‘politically ~motivated funds, but reviewed its development
assistance policy in '_1ight of the India-Pakistan war, and the
amount of assistance has tended to drop. Based on the
assistance philosophy of eradicating poverty, it has placed the
emphasis on providing assistance for agricultural, forestry,
""'population‘: and health projects, and human resources development
‘at the local level,
| Development assistance by West Germany has been
increasing markedly in the 1980s. In particular, they are making
 the _beSt use of the technical co-operation in a consultative role.
It has also placed an emphasis on providing assistance for the
promotion of indlistry and for the raising of the levels of
‘agricultural productivity.
| Development éssistance_ by the World Bank Group has
- greatly increased since the 1970s. In particular, IDA has had the
éen_tral role in terms of net disbursement, and has placed ‘an
emphasis on agriculture, the service sector and human resources
development. In recent years, IBRD's commitment has been

lljapi_dly increasing, and it has placed an emphasis on
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 infrastructure ‘development, such as the mining :a_nd

manufacturi_ng industries, electricity, and roads.
1-3 Japan's Assistance to India

Since partiéipation in the India Consortium, which was
'f_ormed_in 1958 by the major aid countries and the World Bank
Group, Japan's development _assistahce to India has mainly
consisted of ODA loans. Its grant aid started with disaster aid
in 1977, and has been provide on a full-scale basis since 1979.
Japan's aid to -Indié in terms of ODA net disbursement has
'_ reéched $1.3 billion aggregate..from 1961 to 1986, and ranks
eighth in the world (6.6%) for total bi-lateral assistance to India.

- In terms' of',comrxiitinent however, J apah has ranked first in
bi-lateral aid since 1984, and accounts for 28.4% ($287.5 million)
of the total assistance. In 1986 Japan accounted for 45.2% of the
bilateral -assistance to India, and in the 1987 financial year
Japan's commitment in yearly ODA loans increased by 31.8%

over ‘the previous year.

“Types of Assistance

ODA loans have been provided since_-1958,_ and in
aggregate, India has been the second largest recipient
'-__follbWi.ng..Indone_sia. The loan conditions have been relaxed,

~and the types of loans have -diversiﬁed' in recent years.

‘Notable examples are: rehabilitation loans, domestic

_currency financing and "two-step loans”, product loans, pfoject
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loans 'axjd"debt relief. Although the target areas have often
been in the manufacturing sector, such as fertilizer'factories,

power generation plants and telecommunications, of late they

- have been diversifying into such areas as harbours, tourist

- development, irrigation and small business promotion. - The

) loa__ns have covered.virtually all regions of India.

- Grant aid has consisted of genéral grants, cultural grants,
second KR and debt relief, and has been provided mainly in
- the form of e'quipment and materials. Frequent target areas
" have been agriculture, forestry, fisheries, and health and
medical care.  Although in recent years the amount has
increased due to large projects related to medical equipment
and supplies, the level of provision has been lower than that

of the other countries in the region.

There has not been a great deal of tebhnical co-operation
provided because India has moderately advanced level of
technology, and a highly advanced level in certain areas. As
- of the end of March 1987, Japan had accepted a total of 1,822
traineeé,- had dispatched 227 experts, 311 survey team
members and 131 Japanese Overseas Co-operation volunteers.
Fréque_nt target areas have been agriculture, fisheries,
mah_ufac_tu_ring, traffic and transportation, and health and
medical care. There have been eight cases of project-type
technical co-opération, although theré are none currently being

implemented.
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14 India's System for Acceptmg and Implementmg Foreign
| Assnstance

'Partlyy"'d'ue to its regulated economy the Indian government
isfhi'ghly'_ centralized and has a highly developed administrative
str'ucture; It has its own highly centralized system and rules for
accepting ‘and implementing foreign assistance. The Economic
Bureau of India's Ministry of Finance regulates all requests for
assistance,' the Central Government accepts the fore1gn
- assistance, provides the 1mp1ementmg agency with a forelgn
currency quota for each project, who then meet any deficiency

with domestlc currency

2. Macro-Economy and Development Programmes
2-1 Trends

India's economic growth rate has gradually risen since the
1970s and reached an average annual rate of 5.2% for the first
half of ‘the 1980s, which is not particularly high when compared
‘with other coimtrie's with similar income levels. The economy
grew by 5.1% in the 1985/86 ﬁnanc1a1 year, but this figure is
expected to drop to a low 1.5% for 1987/88, partly due to a
d_ecliné in the agricultdral oﬁtpu't brought about by the drought.

- India's industrial structure is slowly changing, and although

the industrial sector now leads the eccno'my, the agricultural
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. sector 'still.occu'piés an important positi.on, and so it can be said
that  the country is still in the initial stages of economic
development; However, in the future the industrial sector's
relative irnportance.- to the economy is expected to rise even
further.

: India's dégre‘e of dependence on international trade is low.
During the 1980s exports of textiles and craftwork products have
increased, as have imports of raw materials, intermediate goods,
and capital goods, the domestic production of which was
reasonably developed during the 1960s. Similar to the industrial
'stru'ctu're, the import/export structure is not undergoing a period
of great' change. The country's major export partners are the

USA and the Soviet Union, and its major import partner is the
- USA. Overall, however, the OECD countries account for more
than half of both imports and exports. The four major overseas
investors in India are the USA, West Germany, the UK and

Japan, and account for almost 60% of all investments.

. India's international balance of payments have continued to
be in arrears; and the size of the deficit has grown rapidly,
particularly during the 1980s. In 1986 the country's total debt
stood at $41.i billion, and its debt service ratio reached 18%. It
further deteriorated in 1987. The domestic investment and
savings ratio rose greatly from the latter half of the 1950s to the
latter half of the 1970s, and it is worth noting that India has
financed its necessary investments through domestic savings,

rather than by relying too heavily on foreign loans.  The 1980s,
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- _however, have seen the gap between investment and savings

| ratios (ratios to GNP) gradually expand.

- Public and private financial institutions have played a key
role. .in 'pfomoting heavy industrialization by éoncentrating
domestic savings in public enterprises, but since 1980, financial
deficits have rapidly expanded, which has, in turn, limited the
flexibility of thbse_financial policies. Given these circumstances,
- the efficiency of the public enterprises, whose profitability is low

despite receiving large subsidization, has become a problem. |

Two further characteristics of India are its pi‘oblems of
_.population and unemployment. The population is expected to
reach 996 million in the year 2000, and considering that the
working -population in 1985 was 56% of the total population,
securing employment towards the year 2000 is going to be one of
India's major economic challenges. The seventh 5-Year
Development Programme listed employment generation as its
 most important goal, and its major 'challenge is to find a way to

achieve this together with an improvement in efficiency.

.From the latter half of the 1960s to the early 1980s India's
distribution of income improved slightly, both in urban and in
rural areas, -énd_ the percentage of the population living beldw
the poverty line gradually declined. When the seventh 5-Year
begramm,e came to an end, it was sald that the percentage of
the .pbpulation Iivihg in absolute poverty had [urther declined as

a result of the promotion of the agricultural sector, and the
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GoVernment’spoverty eradication programmes. .However, because
employment generation must be carried out in conjunction with a
~rise in the level of efficiency in industry, and depending on the
trends of the agricultural sector, there is still a fear that the

population living in absolute poverty may expand in the future.
22 Development Philosophy and Economic Policies
" Based on the industrial policy resolution of 1948 and 1956,

India's heavy industrialization was promoted mainly by public

- enterprises based on state-led programmes, rather than on the

B principle of resources allocation through market mechanisms.

However, because irnport-sub'stitntion for heavy chemical
industries was pursued through monopolistic and protectionist
pdlicies. which had the State playing the leading role, low
operation rates and high production costs resulted, and when the
) public enterprises'.low. production efficiency led to a decline in
the-efﬁciency of the overall economy, industrialization, which had
been progrésning with remarkable speed, slowed down, and the

high growth rates seen in the past could no longer be matched.

In order to emerge from this situation, the “Industrial Policy
Announcement of 1980" sought to reconsider past industrial
policies, and the outcome has been the economic liberalization
policies being promoted today by the Rajiv Gandhi
administration. However, there has been strong political
opposition by the groups that wish to preserve their vested

interests acquired under the old system, and there is a possibility
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that the liberalization could be delayed. Further, the poli.c'ies

'.ca’nnot ‘be _expect_e’d. to produce immediate effects in raising the
level of efficiency. '

India's financial combines, which are a characteristic of the
country's economic. structure, occupied an important position
economically prior to independence, and they continued to expand
after independence. Therefore, through the 1950s and 1960s
economic power came to be concentrated in a small number of
enterprises, forming what became an oligopolistic market
* structure. In the 1970s oligopolistic control by large financial
combines such as Tata and Birla further -strengthéned. It is
" important to note, however, that since the 1970s, the tendency for
government-affiliated financial institutions to control the stocks

~of private enterpfises has been strengthening.

Due to the emphasis on heavy industrialization, investment
in infrastructures has been insufficient compared to that in the
industrial sector. The Indian econdmy's' future task, therefore, is
first to develop these infrastructures. At the same time it is
necessaf;y to improve the systems for formulating and
| implementing programmes so as to promote them efficiently and

effectively. .

Another task might be to reduce the regional differences.
One cannot say that there have been great changes in the
overall domestic output from the 1970s to the first half of the

1980s, and one cannot say that the regional differences have been

-32 -



reduced in the pr'o'cess of economic -development. In the 1984
ﬁﬁancial year large shares were recorded by the states of
‘Maharashta and Uttar Bradesh. States with high per capita
income levels were concentrated in the northern and western
]sectiohs of the country, mainly the states of Punjab, Maharashta
~and Haryana where there were many manufacturing industries,

or which succeeded in the "Green Revolution".
2-3 Trends of Past 5-Year Development Programmes

Through the first to the fifth 5-year deveIOpmént
p'rogram_mes, India promoted economic development by setting the
basic goals: of economic independence and development, reduction
of poverty and improvemént of the levels of income, by

emphasizing the agriculture and heavy chemical industries. The

. areas of emphasis have consisted of infrastructure development

(first programme), promotion of heavy chemical industrialization
(second and third), agricultural development for food self-
sufficiency (third), stable growth of agficiulture, employment
generation and the redressing of gaps between industries (fourth),
and domestic production of industrial products, food self-
sufficiency, and raising of the income of the poorest stratum
(fifth). Owverall, these progra'mmes did not produce favourable
results. Consequently, productivity improvement, particularly in
Iﬁodérnizing the industrial sector, was added to the sixth
programrne. The economic growth rate during the c.our_se of this

programme was 5.4%, which exceeded the target of 5.2%.
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- 2-4 Outline of the Present 5-Year Development Programme

The present seventh 5-year programme (1985/86 89/90
'financml years) is being positioned as the first step in promoting
- long-term economic development until the year 2000. India's
long-term development strategy has set forth such goals as the
eradication of poverty, full employment and the redress of social
. differences,_ and the programme’s development strategy coincides
with these. Its speciﬁc points of emphasis are the increase of
food production, the creation of employment oppbrtunities, and
the development of productivity. A further characteristic might
be that in addition to the effective utilization of capital (such as
the improvement of the productivity of existing facilities), it lays
emphasis on the introduction of new téchnology and promotion of
exports. | In order to stop the decline of the efﬁciency of the
overall economy brought about by past protectionist policies in
conjunction with heavy chemical industrialization, it will be
important in the future to create an economic environment which
will lead to efficiency improvement through policies such as

"liberalization".
3. Sectorial Conditions of Economic Development

3-1 Agriculture

Agrlculture is Ind1as most important economic sector. In

the past it imported enormous amounts of foodstuffs, but that
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situation began'.to change in the latter half of the 1970s, and the
- country. achieved a food self-sufficiency in 1978. The share of the
agncultural sector in India's total economy is about 40%, and
that of agricultural workers among the total employed was
slightly over 70%. While it is expected that the farm sector's
GNP ratio will gradually decline With the progress of
mdustrlahzatlon ensurmg food self-sufficiency is necessary to
cope with the 1ncreasmg populatlon It is therefore necessary to
_increase further the farm production because, after independence,
India aictiv_ely promoted irrigation projects, and also, due to the
‘spread of high-yield varieties and the increased use of chemical

fertilizers, food and textile production has increased markedly.

‘While the irrigation capacity increased by 11 million
hectares during the sixth 5-year programme, there are still many
- problems related to the major tasks, such as modernizing the
irrigation channel systems, developing drainage, and improving
: the irrigation water control. Although India has achieved a food
self-sufficiency, it is using less: fert_ilize.rs than other Asian
-countries, and its irrigation and other agricultural infrastructures
are less developed. Furthermore, farm productivity (single crop)
is low due to under-developed technology, and it continues to be
_mﬂuenced by the weather, Occasmnally agrxcultural productlon'
.declihes due to 'drought, and the entire econo_my regresses.  In
- particular, the drought during the 1987/88 ﬁnanci_ai year was
‘said to be the worst in 100 years, and rainfall during the south-

‘'west monsoon period, which is needed for planting KARIFU, was
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abn_ormélly- small. The drought affected a wide area, and is

expet:ted to reduce considerably agricultural production.

- The countrys long-term outlook and programme regarding
the farmmg sector aims to maintain the edible grain self-
sufficiency system in order to maintain a stable supply of food,
and to achieve self-sufficiency in beans, oil crops and vegetables.

Under the seventh 9-year programme, the most important
dévelopment targets for the farming sector are mainly to increase
grain prod.uc:tion and - agricultural development, and to develop
_rural areas aimed at improving the rural infrastructure and
expandi_zig productive employment. In order to eliminate the
regional differences in farm development and modernization, the
‘seventh 5-year programme has placed the emphasis on increasing
rice productivity in the under-developed rice farming areas in the
east, ‘the non-irrigation areas and the dry-farming areas. By
doing so, the éountry seeks to expand the "Green Revolution" to
ﬁew regions, and deve_lop_ agricultural productivity in regions
- which are econom.ically less developed than the rest of the

country.
3-2 Forestry

India has 74.6 million hectares of forests which account for
22.7% of its land. Only 56.7 million hectares, however, are
economic. forests. Furthermore, it is said that 1.5 million
héctares of forests are being' lost every year, and virtually half of

the forests are either denuded or losing‘ trees. However, the
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roles and- ‘importance of forests are becoming better understood
_from the v1eWp01nt of protectmg the eco-system and the supply of
various forestry products. The seventh 5- -year programme aims

to make : one-third of the country forests by the end of the
century. | |

3-3 Fisheries

"The sixth 5-’y'eaf 'programme.placed the emphasis on fresh-
water aquaculture, and the fresh-water fishery output markedly
increased.” In contrast, sea fishery has progressed little, and
about two-thirds of their output has been _catches' by traditional
non-powered vessels.  Fisheries mainly consist of small-scale
operations, and the prawn fishery are an imp.ortant export
indusﬁr-y.- The key targets of the seventh 5-year programme are
to modernize the fishing boats and equipment of the coastal
. fisheries in order: to enhance their production efficiency, and to
make improvements in distribution by developing the fisheries
- infrastructure. It also aims to promote offshore ﬁsheries in order

to develop the fishery resources with the exclusive economic zone.
3-4 Mining and Ma_nufacturing Industries

'.Pro'duction of electricity grew favourably for _three
consecutive years, due mainly to increased production by .'thermo-
electric ‘power plants. Based on this, the chemical, electronic
e_quipmenf;,. énd vehicl.e -industries grew markedly, recording a

growth rate of 8.9% in the 1986 financial year, which meant that
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the eight percent level had been maintained for three consecutive

- years, showing the trend for steady growth.

~ The industrial sector accounted for 21.9% of the GNP
(1985/86), which has hardly changed from the 20.7% of 15 years
ago, and which indicated ‘that India was still an agricultural
) country. The main reason for this was that the public sector,
~ which accounts for 65% of the industrial sector's total fixed
 assets, has fallen into management difficulties due to low rates of
operation resulting from delays in modernization, and
managements' lack of awareness in selection, competition and

efﬁcienéy when introducing new technology.

While liberalization policies are being promoted to adjust the
industrial structure there are those who doubt whether the
- policies can fully_.modernize or activate the industries because
~ they are basically confined within the framework of the
| construction of an independent economic society. There is also
criticism fr"om within the Indian government and the industrial
sector stating  that the liberalization policies will damage the

domestic industries, and those trends will be closely watched.
3-5-Energy |

India's energy sector is characterized by a diversity of
energy sources, from nuclear power to cow dung. The main
commercial energy sources are coal (21%), petroleum (49%), and

electricity (24.9%). Non-commercial energy sources include
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- firewood and plant dregs. Petroleum production for the 1985/86-
ﬁnanmal year was 30.2 million tonnes, which showed an increase
over the 1984/85 amount of 29 million tonnes, but imports have
also_inore_ased, brought about by an increased domestic demand,

so the *se_lf-sufﬁc'iency- rate has substantially declined from over
80% in 1984/85 to 67% in 1985/86.

| -Al'though-- hydro-electric power generation dropped due to
insufficient rain, power generation from thermoelectric power
plants increased by about 16% through facility expansion.
Combined with a growth of nuclear power generation, the
" amount of power generated during the 1985/86 financial year
re_ached. 170GWh. This was an increase over the 1984/85
financial year of 8;7%, which itself increased by 11.6% over the
previous ye'ar's‘amoont, and showed a continuing trend of high
-growth. This contributed to the increase in industrial production,

particularly that of the manufacturing industry.

To improv'e the energy self-sufficiency rate and its usage, the.
most important goals of the oouhtry's energy policies are:
(1) the acceleration of coal development and use of hydro»
electrlc and nuclear power generation, _
(2)the - bulld -up of petroleum and gas exploration and
development, -
| (3)the development of 1eusab1e energy resources (wmds solar
. energy, biomass etec.), and
'(4)_the bul_ld-up of research and development on all energy

sources, but particularly utilization 'technology.
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3-6 Infras’truttUre .

- Most development investment has been allocated to the
industrial 'se_ctor, partly because India promoted heavy chemical
industrialization policies after the 1950s. - Therefore, investment
in the infrastructure as a whole has been k.ept; at a chronically
low level. As a-result, 6onsidering the size of India and the
distribution of industry throughout the country, investment in
~ electricity, transport and communication is important, but the
~shortage of investment in these sectors has brought - about a

chronic disparity in supply and demand.

In addition to the limited amount of investment in the

 various sectors, the problems associated with the means for

| -_project_ formulation, implementation and managem'ent have

"aggra'\-rated- the investment efficiency, and this has lowered the

efficiency of all economic activities in general.

Ele.c_tricity. _
| Despit'e the growth of power generation, there is still a
considerable disparity in supply and demand (6.1% in 1984
f“manci_él_ year). This particularly effects the industries that
__.consume enormous amounts -of electricity, such as coal, 'steel
- and fertilizer. To r.e's'olve the power shortage, it will be
necessary to: o | '
~(1)improve the rate of operations, :
(2)expand the electricity transmission and distribution

systems, and
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, (3)improve project management.

Ra:lways

In order to deal with the increase in transportatlon
'demand which is due to increases in the transportation of |
raw - materials and products resulting from the industrial
dispersion policy, and to increases in the amount of coal
| _being' transported (for power generation), it is necessary to
improve the quai_ity of transportation by replacing the |
superannuated cars, modernizing the existiﬁg' maintenance

facilities, and esta_blishing inter-modal ._transportation

~ systems.

R.oads.' _ |
~ Despite the fact that car ownership has increased 3.7
fold during the paét 15 ye_a.rs, investments in roads have not
~grown in real terms. The issue is how to secure the
investment funds, and to maintain and manage the existing

natxonal roads.

Airlines. - -

~In order to cope with the volume of passéngers and
freight, which ai‘e increasing annually by '8% and 18%
'respectwely, it is necessary to 1mprove the facilities of both
‘domestic and international airports, including the

modétnizatlon of air traffic control systems.



Harbours. | -

"~ To cope with the increased volume of freight, it is
- Decessary to modernize harbour equipment.and facilities (in
'pjartiéular, to improve the container equipment and

facilities), and develop inter-modal systems with railWay and
other inland traffic facilities.

Telecommunications, .
- While India seeks to reduce the gap between supply and
demand by increasing the investment amount by about 2.3
times of that in the sixth O-year programme, the issue will
‘be whether the domestic production programmes based on
" the introduction of foreign technology, such as that for

digital switchboards, will progress according to schedule.

©3-7 The Environment -

D.evelopmen_t'and the Environment
| India's eﬁvironmental problems are closely linked with
"_'undér—development ah_dl poverty. In particular, if sufficient
consideration is not given to the environment in the
" development pro'grainmes'_' formulation or implementation
‘stages, the development_'s negative effects will gfeatly affect
- the environment and the eco-systems. The main goals of
India's development programmes are the eradication of
- poverty and. the generation of employment, a.n.d because of
. t_he.urgenby in achieving those gqals, theré _is a tendency for

- environmental considerations to be set aside.
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Environmental Administration.

- Systematization of India's environmental administration
only started in earnest when the Environment Agency was
‘established in the Central Government in 1980, during the
period of the sixth 5-year programme. Corresponding offices
w'ere subsequently established in the various state

- government.  Moreover, in 1985 the Department of
Environment, Forest and Wildlife was established to deal

with environmental, forestry and wildlife issues in general.

~ Water and Air Pollution.

~ India is monitoring large and medium sized factories
based on the Water and Air Pollution Prevention Act, and
pollut.ion source control programmes. It is also establishing
national environmental standards to control polluting

substances.

Forests and Wildlife. | |
~ India is estimated to have about 747.2 million hectares
of 1f0'i'ésts, o.f which 397.8 million hectares are national and
o '_216.5_million_ are protected. A satellite survey showed fhat
‘-i{.:--had' lost about 91.7 million hectares of forests during the
‘ten years from 1972 to 1982. Some of the causes have been
the population increase which necessitated the clearing of
‘forests for farmland, and the gathering of .'ﬁrewood and

.. charcoal to provide for basic fuel needs.
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- India has forﬁiulated brogrammes to protect the wildlife,
) such as "Project Tiger", has established the Indian Wildlife
 Research Institute, and is offering protection to various forms

 of wildlife within national zoological parks.

4. _Society. L
~ 4-1 Human Resources and Social Composition

- One of the fou’ndat_ions. of the “National Education Policy" of
1968 was to grant compulsory education to the entire population,
and In_dia has poured a great d_eal of energy into increasing the
_' number_ of educational facilities and training teachers. As a
result, today elementary schools have been established in all
‘regions, even the Outlying ‘regions (although some may lack -
certain facilities). In 1986 the illiteracy rate among the
populatibn of 15 year old and over was 59.2% (74.3% among
women and 45.2% énﬂbng men), or 238 million; However, this
high' .illiterat;y rate .simply ‘means that these people have not
received a modern school education. Through community
activities, mainly through Hindu temples, the general population
‘have réc_:eived' a t.raditi(.)nal social education .by rnéans other than
‘writing. -For this reasoh,'.even farmers who can neither read nor
“write are, to a reasonable éxteht, familiar with abstract concepts
and -__h_avé the ability to think logically. The'fefore,- the existence
of a large .illiteraﬁe population does not mean that the people are

uneducated. ‘Accordingly, Indian society might be considered as
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~one :in whlch the frults of modern educatlon can quickly be

reaped if the people are given the proper opportun1t1es

In contrast to the existence of a large population who are

unable to receive modern education, in today's India the number

. of college graduates far exceeds the number of jobs that are

- available. Many cannot find jobs which are commensurate with
thei_f education; or are simply unemployed. That there should be
~such a marked polarization in a single country is rare in the
world.  Although India has produce outstanding world-class
scientists, it has only a relatively thin layer of the population
who have received secondary  education .or-specialist training, in
other 'v_vords: those who are able to- become middle-level or
_.'specialist techn:icians. It can be said that this is one of India's
characteristics. This layer-is abeolutely critical for the economic
| development of India. Overall however, employment
' opportuthes are lacking in relation to the available human
resources. - Although the generatmn of employment is the major
~goal in the seventh 5- Year Development Programme one can feel

the slow tempo of social and economic development.

'T_he following points can be specified when viewing India’'s
population in terms of social composition. On one hand, there is
the upper caste which has traditionally supplied the intellectuals,
while on the other, there is the designated caste, which has
occupied the -_1ow'e_r_position in terms of both caste _and social
| h_i_er_ai'chy. . Th"ere_ are also the ‘minority groups (tribals), which

‘are said to number over 400 groups, and which account for
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) slightly under 7% of _th'e population. The latter two groups have
“been placed at a disadvantage in the process of social and
ecOnomic, developmen_t. However, educational and economic
| cons_ideratipn.has-. been given to them since the first and second
devélopment programmes, and their situation is gradually
-'improving.' The social and economic gap between the designated
~ caste and the minorities, who together account for 23.4% of the
popﬁlation, and the upper caste, who have produced the elite, has
been of a size not seen in other countries. Howevér, a marked
trend in recent, years is the growth of a middle layer, and the
society as a whole is beginning to show some dynam_ism.._ Not a
few people who had belonged to the lower caste or minority
groups have achieved important positions or have succeeded

economically. Also marked is the social advance by women. In

- the past social advance by upper-class women had been more

marked than_in_Japan, for .example, by trend in recent years is
the quantitative increase of social advance by middle-class

women.

| Regionally, India consists of many languages, and is the
most prominent country in the world in terms of its diversity.
Consequenﬂy, the relationship betweeh. the country's overall
| unity, and the individuality of the regions has many problems.
For example: although there are problem are:as, subh as that -
related the Sikhs or regions. of Tamil Nadu and Assam, it
continues to be a stable society because it has a common social
"system.-thrqughout'.the_country, which is based on the Hindu

. 'so'ciety'" who account Ifor the majorit:y of _the population, they share

_'45_'.'



- common cultural values, and there is an intellectual stratum
 which has a nation-wide network. Furthermore, it has an
 administrative structure managed by an outstandmg bureaucracy,
and of all the countries to which Japan provides development
assistance, Indla presents the least amount of risk. In this
sense, it is a couxitry ‘that can hold great expectatibns of fully

reaping the benefits from that assistance.

. 4-2 Social Welfare

'-;TOday,almostAO% of India's population are living below the
absolute poverty line, and providing social welfare and health
and medical care for these people has become a critical problem.

‘Social welfare has traditionally been carried. out at the
community level. For example, in the villages, the wealthy
upper-class families had .the' responsibility of keepin.g the village's
pond water clean, or the poor who had nothing to eat were given
food, which had been contributed by the wealthy, at the temples.

These were _Systems to ensure that the village members did
- not suffer in terms of sanitation and livelihood. Fufthermore, a
coris_iderable a‘mount:_ of mutual help was available among
meinbers of the same caste or paternal family. However,
together with modernization (industrialization) came a gradual
increase in the number of people who could no longer make a
living by the former caste-determined occupatlons, or who had
'entered NEew Qccupatibns', ‘and in particular, there were great
changes to the village _'ecohomy due to an out-flow of the upper-

class,-_axid a shortage of land caused by the population increase.
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- The pre'v_ious community systems started to break down, and
_the situations of the poor became even more acuté. Whole
communities from the minority groups, who had relied on slash-
and-burn'farmihg in mountain districts, became impoverished due
to the incessant increase to the population, and a layer of poor,
-~ which had not previously existed within their societies, was
formed. This Ity'pe of situatibn_ had already become apparent in
the 19503, and it is becoming more severe each year.. The
surplus rural p'opulati'on moved to the cities in search of work,
‘but the cities did not have the 'capacify to accept them, which
further aggravated the situation. In light of this situation, it
has become critical for the Government to provide social welfare.

It _i.s essential that this social welfare deals with the problem at
the state; the district and, furthermore, the conimunitj level.
Social workers and others are providing detailed guidance in
some regions, but it requires an enormous budget, simply because
- of the size of the population. The problem is not going to be an
easy one to solve. However it 'is an area in which the
' 'Gd_vernment must make progress, even if just by small steps. It
is essen’tial_to recognize that foreign assistance designed to fulfill
baéic human needs. will produce effects only when it reaches a

grass-roots level.
4-3 Health and Medical Ca're
Population and Family Planning
- Since India's population will approach one billion in the
year - 2000, the implementation of effective population and
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family planning has become a criti.c.al task. It has set forth

-a long-term population policy of reducing its overall net
reproduction rate (NRR)- to one by 1996, as well as
'est'.abhshmg the goal of reducmg the NRR of each state also
~ to one by the year 2000.

Nou rishment and D:sease

Chronic under-noumshment and malnutrltlon are greatly
‘affecting the health of the Indian people. ~ Protein shortage
in particular has become the central nourishment problem.
Xerophthalmia, which is due to a lack of proteins'_ and

~ vitamins, is prevalent' among growing infants, pregnant
| 'womén'arid_ nﬁrs’ing mothers; anemia, which is due to a lack
of iron, is prevalent among women of child-bearing age; and
goitre, which is due to a lack of iodine, has become wide-
spread. Laxative diseases in infants, which are caused by an
‘unsanitary environment and a lack of safe drinking water,

‘are also prevalent-

Development Programmes for Health and Medical Care

The Indian government has made the slogan "Health to
| all people by the year 2000, wh1ch ‘was adopted by WHO,
.'1ts long-term goal, and has given the following pomts in
-part'.lcular.pnorlty within its natmnal health policies:
| (1) to - extend health and medical serv1ces to the -
’ 1nd1v1dua1 | |
(2) to promote commumty partlc1pat1on 1n health and

: medmal development and
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(3) ‘to position health and medical .developmen_t as a part
of _human resources development, and ‘to bring into
'_harmony the programmes for the supply- of safe

drinking water, en_vironmental, sanitation,

~ nourishment, housing and education.
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