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ELEPHANTS IN THE RooM:

Challenges for India as an
Emerging Development Partner

ABSTRACT

Emerging powers are re-shaping the norms and practices of international
development. As the Indian economy continues to grow and the country
bids for a seat at the great power table, the ambitions of India's development
partnerships are likely to expand in scale, scope, and geographical reach.
This paper examines the challenges for India as a developing country and
emerging economy building development partnerships with other southern
states. It argues that India faces three main sets of challenges: an emerging-
power challenge, a development challenge, and a partnership challenge. The
manner in which these challenges are negotiated will influence the extent to
which India's development partnerships meet their economic and strategic
goalsaswell as the development priorities of its partners.

INTRODUCTION

Emerging powers are increasingly contesting the norms and practices of
international development, set historically by the old hegemons." India, for
example, currently contributes approximately $1.16 billion in grants, loans,
and training programs towards development cooperation—representing a
four-fold jump in just a decade.” As the Indian economy continues to grow
and as the country bids for a seat at the great power table, the ambitions of
India's development partnerships are likely to grow in scale, scope, and
geographical reach. Most recently, at the Third India-Africa Forum Summit
held in New Delhi in October 2015, India made a pledge of concessional
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credit worth $10 billion to Africa in the next five years — a doubling of its
existing commitment — and grant assistance of $600 million, which includes
an India-Africa Development Fund of $100 million and a Health Fund of
$10million.”

The scholarship on India's development partnerships has largely
focused on documenting the quantity and scope of India's development
partnerships,” its defining features and legitimising discourses,’ and issues
around project implementation and management.’ Building on this
scholarship, this paper examines the challenges for India as a developing
country building and expanding development partnerships with other
southern states. It also seeks to highlight the key issue areas that can inform
evaluation and monitoring of Indian development partnerships. The need
for such evaluation has been frequently noted in the academic literature, as
well as policy and practitioner circles. At the Third India-Africa Forum, for
example, African leaders welcomed the newly promised lines of credit but
emphasised that these must be accompanied by rigorous analyses to ensure
mutual gain for India and its African partners.’

India faces three main sets of challenges: an emerging-power challenge; a
development challenge; and a partnership challenge. Over the past two
decades, the imperative of economic growth has made economic diplomacy
a central pillar of Indian foreign policy. Yet, India's great-power aspirations
and reputational concerns require the nation to frame its economic
diplomacy in terms of a development partnership. The imperatives of
economic diplomacy and development partnership might be
complementary, but also conflictive; how such tension is managed will
depend at least in part on the robustness of the institutional structures
charged with the management of India's development partnerships. At the
same time, however, using existing definitions and evaluative frameworks
for aid-effectiveness based on an OECD-DAC model will be unproductive as
India's development partnerships are organised around a different set of
criteria, and India rejects the term 'aid' altogether in defining its
development partnerships. The idea of 'development effectiveness' is more
in line with how India conceives its development partnerships and
negotiating position in international development forums. The challenge
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for India is how to build policy coherence between its various non-aid
instruments and institutional mechanisms, while ensuring that such policy
coherence does not undermine national ownership by partner states.
Finally, India's development partnerships are framed in the language of
south-south cooperation - particularly, the principles of demand-driven aid
and non-interference. While these are meant to establish a mutually
beneficial development partnership, and distinguish Indian development
partnerships from the OECD model of aid, employing these principles as
programmatic guidelines can compromise equitable development outcomes
where the partner state has contested and unrepresentative leadership or
institutions. Yet, as emerging powers are expanding the menu of
development partners available to southern states, the latter can be seen as
exercising new forms of ownership and agency. The development gains to
India's partners will depend on their capacity to manage the partnership, to
ensure the equitable spread of development gains across their peoples and
institutions.

The manner in which these challenges are managed and negotiated will
influence the extent to which India's development partnerships meet their
economic and strategic goals as well as the development priorities of the
country's partners. Section I provides an overview of India's development
partnerships; Section IT unpacks the three challenges confronting India; and
Section III concludes the paper by outlining specific policy
recommendations and research areas to guide evaluations of Indian
development partnerships.

I. INDIA'S DEVELOPMENT PARTNERSHIPS: AN OVERVIEW®

India has been engaged in development partnerships since the time of its
independence.’ Early partnerships were a conscious attempt by India to
establish solidarity and partnership with other post-colonial states.
Development partnerships were also shaped by political and strategic
concerns such as establishing goodwill in South Asia, building buffer states
between India and China, and cementing the Non-Aligned bloc during the

Cold War. India's development partnerships were further influenced by the
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principles of Panchsheel and Non Alignment; non-interference and
sovereign equality were thus integral components of India's early
development initiatives."

Despite this long engagement, development cooperation has only
recently become an important foreign policy tool for India. Since the
liberalisation of India's economy in the 1990s, there has been a spurt in the
volume and diversity of India's development partnerships. In terms of
amounts allocated by India for grants, loans, and training programs, the
volume has grown four-fold from 2003-04 to 2013-2014, with the latest
budget amounting to $1.6 billion.”" In the early 2000s, reflecting India's
growing economic interests, India began to use Lines of Credit (LOC) or
export credits as one of its key development partnership instruments.
Including the LoCs significantly raises the total amount that India pledges
towards development partnerships. As of 23 December 2015, India's EXIM
Bank had 194 operational LOCs covering 75 countries for a total amount of $
12.05 billion.” Today India's development partnerships are primarily about
the achievement of economic and strategic goals, rather than ideological
preoccupations or the political solidarity that shaped the early years.

India has also become extremely selective in accepting aid: it no longer
takes tied aid and accepts from only a few donors such as the G8, European
Union, World Bank, IMF and DFID.” Similar to other middle-income
countries, India has a dual role in development partnerships as a provider
and a recipient. Its own development needs necessitate a form of
development partnership based on mutually beneficial outcomes that not
only assist partner states but also bring concrete benefits toitself.

Calculating the exact amount allocated by India towards development
partnerships is made complicated by the difficulty in defining the
boundaries around the kind of activities that should be counted as
'‘development cooperation'. Some scholars define the concept of
'development cooperation' broadly, to include peacekeeping, engagementin
global and regional institutions, and contributions towards global
migrations. Others include trade and investment in their analyses."*Broadly
speaking, India's development partnerships are carried out through three
maininstruments:
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1) Project-based grants: Grants are provided in areas of education,
information technology and other cross sectors, and mainly in
India's neighbourhood. These are given as per the specific requests of

partners and without any political conditionalities.

2) International Technical and Economic Cooperation (ITEC): Through
the ITEC programme under DPA-II, India provides training and skill
development to policymakers and civil servants from African and
Asian countries. Skilling takes place either in Indian institutes or by
deputising Indian experts to the partner countries. As training is
provided in areas identified by partner countries themselves, ITEC
embodies the principle of non-prescriptive, demand-driven
cooperation. In 2013-14, ITEC had a budget of $23 million and
offered 8,280 trainingslots. "

3) Concessional Lines of Credit (LoC): India also extends concessional
credit through the Export-Import Bank of India (EXIM Bank), and
supported by the Government of India, primarily for infrastructure
development. By adding a condition of obtaining goods and services
from Indian companies, this instrument is intended to lead to
mutual gains. LoCs also complement India's demand-driven
approach as they are typically extended in response to a specific
request expressed by a partner state during bilateral discussions.

India's development partnerships are framed in the language of south-
south cooperation. Accordingly, the key principles driving India's
development partnerships are sovereign equality and non-interference;
mutual benefit for win-win outcomes; demand-driven partnerships, based
on requests by recipient states; and the absence of any political
conditionalities. The main function of this framework is to build ties of
political solidarity and economic partnership based on common
development challenges, and distinguish Indian development partnerships
from the North-South model of aid that mostly takes the form of doleouts
from the donor to the recipient. The philosophies underpinning DAC
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donorship and South-South cooperation are distinct in so far as the former
typically envisions a flow of goods and resources for poverty reduction from
the developed world to the developing world rooted in moral obligation,
whilst the latter is framed as a form of partnership aimed at mutual growth
to create a higher level of capability and economic opportunity for both
parties.” Some scholars also contrast the two in terms of the different
economic model employed. DAC donors use a 'framework approach' in
which the focus is on the broader framework and rules of an economic
system - conditionality is used as a way to bring about changes to this
broader system. The South-South Cooperation model, on the other hand, is
based on an 'ingredient approach' that focuses investments on the various
components or ingredients of an economy and is thus about making
tangible investments in specific productive sectors of the economy, such as
infrastructure.”

This progress in India's role as a development partner has also led to the
establishment in 2012 of the Development Partnership Administration
(DPA) under the Ministry of External Affairs (MEA). DPA is an umbrella
body in charge of all of the country's international development cooperation
activities. The majority of India's development partnerships are extended to
neighbouring countries such as Afghanistan, Bhutan, Nepal and Myanmar,
and typically in the form of technical assistance, grants, and concessional
loans. In Africa, partnerships are channelled primarily through lines of
credit, reflecting the economic opportunity India sees on the continent.
Current trends indicate that India's development partnership arm will
continue extending its reach. However, the future contours and
effectiveness of India's development partnerships will depend upon the
country's ability to effectively navigate three important challenges, all of

which are discussed in turn in the following sections.
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II. CHALLENGES

THE EMERGING-POWER CHALLENGE

Economicdiplomacy for domestic growth

The immense development challenges confronting India are well
documented. Despite high growth rates recorded over the past two decades,
millions still live below the poverty line and lack access to the most basic
social services. Sustaining high economic growth is seen as the pathway
from underdevelopment to prosperity. For India to even attempt to achieve
such growth—and sustain it—the country needs access to energy and other
natural resources, favourable terms of global trade and finance, access to
new markets, and regional stability and security. Recognising this, India has
for the past decade amplified its economic diplomacy efforts. (Economic
diplomacy refers to the use of trade, investments, and other economic tools
to further the national interest.) This new pragmatism has replaced the
earlier idealism of Indian foreign policy. As foreign-policy expert, C.Raja
Mohan argues, “Negotiation of liberal trading arrangements with key
nations, large scale national investments in the hydrocarbon sectors of
other countries, focus on developing transport infrastructure in the
neighbourhood, India's new role as an economic donor, and the focus on
mega projects such as natural gas pipelines cutting across our borders have
significantly transformed our foreign policy template”.”

Development partnerships are one of the tools through which India
engages in economic diplomacy. Grants or concessional loans are offered on
the premise that this will open up new markets for Indian firms, provide
India access to critical natural resources, and create stability and goodwill.
Realists or neo-realists would argue that the idea of 'development
partnerships' is a misnomer as states are not motivated by altruism, and
neither should they be.” Foreign aid is thus nothing more than a foreign
policy tool and it is legitimate—necessary, in fact—for a state to prioritise
its national interest. Neo-liberal institutionalists similarly assign centrality
to the national interest as the legitimate goal of foreign policy. However,
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they argue that the national interest can at times be best achieved through
collaboration rather than competition. States are concerned with not only
relative gains but also absolute ones, and this creates opportunities for
cooperation through international institutions.”

South Asia provides plenty of examples of how development
partnerships are intended to serve primarily Indian national interests. For
example, India has pledged over $2 billion to Afghanistan for development
projects. This move is a reflection of its security interests vis-a-vis Pakistan
and its interest in accessing the abundant natural resources of the Central
Asian region.” Similarly, it is no mere coincidence that the majority of
India's development partnership programs for Bangladesh are focused on
the transport sector—14 of the 15 projects under the $800-million LOC
were extended to the transport sector to upgrade the railway system.”
Given Bangladesh's strategic location, improved connectivity would not
only provide India with access to the ASEAN region—and thereby offsetting
Chinese presence—but it would also mean easier movement within India's
own northeastern states. Development partnerships with the Maldives are
also a response to increasing Chinese presence in the Indian Ocean Rim as
well as a move to safeguard India's resource imports through the region,
suchas oiland coal.”

The Development Partnership imperative

What is striking then from a realist or institutionalist point of view is the
fact that India frames this economic diplomacy in the language of
development partnerships. In the context of the India-Africa summit, India
was clear to emphasise that 'mutual development is at the heart of the
burgeoning India-Africa relationship'.” Similarly, the government-
sponsored lines of credit are marketed by the EXIM Bank as sharing India's
'development experience' aimed at the 'creation of socio-economic benefits
in recipient countries and infrastructure development'.” One might argue
that India uses the language of development partnerships to help obscure
the underlying strategic and economic interests driving its programs or as a
'soft power tool' to win favour among partner states. It is thus still
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motivated by Indian national interests rather than the development
priorities of partner states. This explanation, however, isincomplete; it does
not reveal why the idea of a development partnership is a valid legitimating
tool in the first place that could help augment India's soft power. Here it is
helpful to turn to the constructivist view of international relations in which
foreign aid can be understood as a (contested) norm of 'proper' state
behaviour.”

India seeks to be recognised as a 'great power' as observed, for example,
in its bid for permanent membership to the UN Security Council. A great
power, however, is not defined only in terms of the material resources and
capacities that it possesses but also the extent to which it can be considered
a responsible stakeholder in the international system and conforms to the
dominant norms of international society, albeit contested.” It is for this
reason that North Korea, for example, is typically considered a 'rogue' state
rather than a great power. The idea of a great power is thus a normative
concept and as states bid for great-power status, they also seek to define
their national interest in terms of a legitimising framework that speaks to
the dominant norms of the time. As an aspirant to great-power status, India
is expected to not only pursue its narrow national interests at the expense of
other actors, but also contribute to global development and pick up its share
of global responsibility. It is this bid for great-power status that thus
explains why India employs the language of development partnership to
frame its economic diplomacy with southern states. Asanalyst, D. Chanana
argues, “If there is anything new [in India's development cooperation
profile] it is the hope that through aid India can gain recognition as a world
power and advance certain strategic interests”.”

Constructivists also suggest that states intentionally or unintentionally
project particular identities through their international development
cooperation discourses and policies. In the case of India, the rhetoric of
south-south cooperation and development partnerships is a means through
which India defines its development cooperation in contrast to the 'aid'-
based model of western donors. As Emma Mawdsley argues, the rhetoric
and performance of South-South cooperation is a means to symbolise a

particular type of social relationship: equal partners pursing mutually
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beneficial interactions based on shared affinities, identities, and
experiences. Indian identity is thus constructed in opposition to that of
western states and it is this 'othering' that also gives it legitimacy among
other southern states. India also uses the rhetoric of southern solidarity to
distinguish its identity—in this case, as a development partner—from that
of its rival, China. Particularly in the context of Africa, India seeks to
distinguish itself from China by emphasising its long-standing historical
association with the continent that makes it a 'true friend'.” Sujata Mehta,
the head of India's DPA, recently stated, for example, that India's
development partnerships with Africa are “unlike [China's] state-centric
model” based on 'resource extraction'; rather it is based on solidarity and
“because we feel we have something to share with other developing
countries likeus”.”

The emerging-power challenge for India is thus, that as a developing
country itself it is necessary for its economic diplomacy to serve national
interests. This would mean that its economic diplomacy efforts grant it
access to resources, markets, and investments necessary for economic
growth. Moreover, it will be increasingly difficult to justify to a domestic
audience why India allocates resources for global development even while
the country faces critical development challenges of its own. At the same
time, its bid for great-power status requires it to frame its economic
interests in terms of a development partnership. Its identity as a southern
state also necessitates that it distinguishes its programs (for the better)
from western states (and increasingly, China). India's projected identity and
reputation as a development partner is thus intertwined with establishing
difference from western powers and policies and constructing win-win
relationships that will bring development gains to India and its partners.
Maintaining this identity and reputation is at the same time critical for

retaining influence and authority in its global economic diplomacy.
Negotiating contradictions and complementarities

[tisimportant to recognise that the imperatives of economic diplomacy and
development partnerships can be both contradictory and complementary.
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India's growing engagement with Africa provides an illustrative example.
The growing centrality of Africa in India's economic diplomacy efforts is
primarily driven by a concern with securing energy supplies and minerals.
Africa currently supplies one-fifth of India's crude oil imports; this figure
was zero in 2005.” In 2012, mineral products, precious stones, and metal
imports from Africa constituted 86 percent of all Indian commodity
imports from the continent.” A history of African development, however,
demonstrates that countries with an abundance of non-renewable
resources have performed poorly on economic and development indicators,
often contributing to creating cycles of conflict and structural violence. This
'resource curse' can also lead to a decline in the competitiveness of other
sectors of the economy, and result in a volatility of revenues from the
natural resource sector due to exposure to global commodity market swings.
Moreover, resource-rich economies are prone to rent seeking and
extraversion by state elites and local authority structures to the detriment
of broader development gains.” Emerging studies suggest that at present,
India's (and China's) growing demand for energy is bringing revenue gains
to Africa, though in the long run an Indian 'resource grab' in Africa could
perpetuate the structural conditions contributing to poverty and conflict.™
While this might serve the objectives of economic diplomacy, it is
contradictory to the development partnership imperative. In another
example, arecent study on Indian investments in phosphoricacid in Senegal
argues that Indian companies now own 85 percent of Senegal's flagship
industrial company, Industries Chimiques du Senegal (ICS) and, as a result,
the bulk of phosphoric acid production is intended for export to India. The
remainder is allocated for boosting agricultural productivity in Senegal, but
domestic fertiliser production remains weak, as Indian investments do not
include upgrading the necessary factories in Senegal for fertiliser
production. Interestingly, the Indian Farmers Fertilizer Cooperative
(IFFCO) leads the management of ICS and at the same time, it is ICS's main
client - IFFCO is the world's largest fertiliser cooperative federation and 58
percent of phosphoric acid that IFFCO needs is sourced from Senegal.”
Examples of complementarities can be seen in India-Africa
collaboration in science and technology, particularly in the health and
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renewable energy sector. Indian institutions such as The Energy and
Resource Institute (TERI) are promoting the use of solar lanterns and clean
cooking options in many African countries—the promotion of such
decentralised solar energy options and improved cook stoves can provide
much needed energy for poor rural households in Africa.” Indian
engagement has also been growing at an accelerated pace in the healthcare
sector in Africa through the export of high quality but low priced Indian
pharmaceutical products, setting up business partnerships with hospitalsin
Africa, and medical tourism of Africans to India. Cipla, the largest generic-
drug Indian firm, has brought down the cost of Antiretrovirals (ARVs) for
HIV, to one dollar per day and in 2011, this initiative was established in
Cameroon, Kenya, Lesotho, and Zambia.”” Mutual benefit can also be built
into existing relationships by for example, diversifying India-Africa trade or
building forward and backward linkages around Indian LoC-funded projects
to help build local capacity and shift some value addition processes to Africa
itself.

Strengthenedinstitutional mechanisms and structures

The imperatives of economic diplomacy and development partnership can
thus be both contradictory and complementary. The challenge is how to
move from a zero-sum game built on relative gains to one in which
opportunities for absolute gain are created and developed. Realists would
argue that thisinitself is an unproductive exercise, and India must prioritise
its national interests and thus the imperatives of economic diplomacy.
However, drawing on constructivist social theories of international politics,
it becomes clear that the pursuit of development partnerships is a corollary
to India's global identity and its aspiration for great-power status. Liberal
Institutionalists argue that opportunities for collaboration around absolute
gains can be created through the creation of institutions. Institutions can
play a critical role in creating mutual benefit through the clustering of
issues, the provision of reliable information, monitoring of state action, and
allowing decentralised enforcement through reciprocity strategies. As
American analyst, Robert Keohane argues, while cooperation in anarchy
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relies on reciprocity, more cooperation can be sustained if the reciprocity
does not rest on simultaneous and perfectly balanced exchanges.
International institutions can thus be thought of as “as arrangements that
facilitate non-simultaneous exchange”.”

Following on this institutionalist argument, India might be better
placed to manage these two imperatives by creating internally, or
committing externally, to an institutional structure that can assist with
such issue linkage, information management, and non-simultaneous
exchange. This could take the form of an India-Africa or India-South Asia
working group (perhaps similar to the China-DAC working group).What is
perhaps more conceivable and critical is strengthening the existing
Development Partnership Administration so that it grows from being an
administrative agency to a knowledge and coordination hub. Some of its key
activities could include conducting research and evaluation on existing
partnerships, coordinating information and operations between various
line ministries, maintaining a roster of approved contracting firms and
developing a framework for private sector regulation, and coordinating
peer-review mechanisms with partner states. It is also a case for
strengthening and developing linkages between policy think tanks, private
sector, and civil society actors in India and partner states to develop multi-

pronged engagement for analysis, monitoring, and building continuity.
III. THEDEVELOPMENT CHALLENGE
Shiftingunderstandings of 'Development’

As argued earlier, India frames its economic diplomacy in terms of a
development partnership because it seeks to construct a particular identity
or role for itself on the global stage. This identity will depend at least partly
on perceptions of India's contributions towards global development. The
challenge, however, is that there is no fixed definition of what constitutes
'proper development'. The goals and scope of ODA have shifted from
budgetary support for industrialisation with governments considered as
the ultimate arbiter of resource allocation in the 1960-70s, to the rise in the
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1980s of neoliberal thinking and laissez faire economics in which excessive
government involvement was seen as main obstacle to growth, to a form of
poverty reduction through social sector interventions from the 1990s
onwards. By the early 2000s, responding to growing critique of ODA, donors
put in place principles of 'aid effectiveness' to ensure that development
assistance promoted national ownership, alignment between external aid
and national structures, and the harmonisation of donor policies.” What
constitutes good or proper development is thus a shifting goal post and this
complicates India's attempts to project itself as a legitimate development
partner. Moreover, frameworks for assessing development in terms of aid
effectiveness cannot be readily applied as India rejects the term ‘aid'
altogether; moreover, some scholars suggest that 'tied aid' and the blending
of commercial and development instruments means that India's
development partnership preclude it from being counted as ODA."

The debate around development also seems to be shifting again from ‘aid
effectiveness' to 'development effectiveness', as seen most recently at the
High Level Panel for Aid Effectiveness in Busan in 2011. While aid
effectiveness typically refers to the coherence and performance of aid
inputs, the idea of development effectiveness shifts focus to development
outcomes of multiple inputs or instruments such as trade, private sector
investments, corporate standards, philanthropic activities, technology
transfers, and migration. On one hand, this reflects the failings of ODA to
contribute to expected development gains and the growing recognition that
in the long term, non-ODA flows such trade, investment, and domestic
resource mobilisation through taxes are more important than official
development assistance.” The Financing for Development at Addis in early
2015, for example, took a far broader approach to development finance-
from a more restrictive definition of ODA to including export credits,
private finance, global tax regulation, and other financing tools. At the same
time, the idea of development effectiveness also reflects the growing
influence of southern states as development partners - similar to India, a
number of southern donors also blend commercial and development
instruments, and trade, private investments, debt relief and peacekeeping
are all seen as contributions towards development effectiveness. Moreover,
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the development effectiveness paradigm encapsulates some of the
frequently raised concerns of southern states around trade and technology
transfer.”

The problem, however, is the inherent vagueness and expansive scope of
the term 'development effectiveness', which complicates evaluating the
contributions of specific interventions. Still, there seems to be some
convergence around the idea that 'policy coherence for development' is a
central pillar. For the OECD, for example,“policy coherence means different
policy communities working together in ways that result in more powerful
tools and products for all concerned. It means looking for synergies and
complementarities and filling gaps among different policy areas so as to
meet common and shared objectives”.” Policy coherence is thus
fundamentally about considering the trade-offs and potential synergies
across areas such as trade, investment, agriculture, health, education, and
the environment, among others, to facilitate development effectiveness.

Interestingly, recent publications by the Regional Information Systems
(RIS), a New Delhi-based think tank that is sponsored by the Indian
Ministry of External Affairs (MEA) and charged with considering issues
around south-south cooperation, also makes a case for policy coherence for
India's development partnerships. Sachin Chaturvedi, Director-General of
RIS, in his latest book describes India's development partnerships, and
South-South Cooperation more generally, in terms of a 'development
compact' encompassing trade, investments, grants, technology, lines of
credit and capacity building.”” Development compact modalities,
Chaturvedi argues, “need to be policy coherent so that they do not adversely
affect any sectors such as health, nutrition, education or even macro-
economic variables such as income and employment”.” Policy coherence is
thus seen as “a way to achieve all-round development in partner countries,

without resorting simply to disbursements through aid”."

Building policy coherence for development effectiveness

The challenge for India is how to build a coherence between its development
partnerships, private sector investments, and trade. The nature of India-
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Africa trade, for example, is such that most African countries run a trade
surplus with India largely driven by exports of oil, gas, ores and gold.
Moreover, little value addition takes place in Africa at present — Africa for
example, supplies a large portion of crude oil to India and India exports
refined petroleum to the continent. Some African analysts have thus argued
that their country's current economic relationship with India parallels
colonial trade patterns.” Such issues also arise in the context of India's
bilateral trade relations with its neighbours; studying major items in India-
Myanmar trade highlights this issue. According to the EXIM Bank of India,
Myanmar is India's largest import source for two primary commodities:
wood articles and charcoal, and edible vegetables. On the other hand, chief
Indian items exported to Myanmar include higher-end products such as
pharmaceutical products, machinery and instruments, and electrical and
electronic equipment. Trade with Lao PDR follows a similar pattern: India
imports ores, slag and ash, while its main exports are aluminium and metal
articles and pharmaceutical products.”

India's private sector also plays a critical role in India's development
partnerships, though the government currently has no stringent conditions
or regulations for private sector investments. In Africa, for example, private
sector investments have contributed to improved agricultural productivity.
Africa expert, Renu Modi, shows how Indian companies engaged in the
agricultural sector in Africa provide customised agricultural equipment that
is appropriate and affordable for small holdings in that continent.”
However, private sector investments can also have adverse development
outcomes. In Africa, in particular, private sector investors have been
accused of landgrabbing, where huge swaths of land are cultivated
principally to meet the requirements of an export market, globally as well as
in India, and as a result threatening domestic food security.” In Ethiopia,
the biggest agricultural holdings are held by an Indian investor, Bangalore-
based Karuturi Global, hugely engaged in agro-business. Karuturi has been
accused of tax evasion, failure to pay local wages, and human rights
violations. Studies also suggest that their officials and employees are prone
to corruption and insensitive to local customs, aside from promoting

unsustainable farming practices.” Similarly, a recent study on Indian
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investments in Senegal argues that the Indo-Senegalese cooperation
framework does not make a significant difference in terms of linking private
investments with development outcomes.”

Further, development gains can also be compromised by poor project
guidelines and implementation by the private sector. Senior officials from
Bangladesh Railways have stated, for example, that inflated prices offered
by Indian companies have not only led to the rise in project costs of LoCs,
but have also caused a two-year delay in project implementation.”
Moreover, private sector capacities are sometimes not in line with
commitments made through the LoC. For instance, the $800-million LoC to
Bangladesh was extended mainly to upgrade the rail system. Because India
does not manufacture metre-gauge carriages and engines, Bangladesh had
to seek additional assistance from the Asian Development Bank in order to
effectively carry out the infrastructure upgrade that was earlier envisioned
under the Indian LOC.”

Policy coherence would also imply improving the synergy between
various Indian ministries engaged in development partnerships. Recent
studies indicate that there is little integration or collaboration between the
various ministries at present. For instance, the ministries of health and
agriculture do not have in place a common framework or set of objectives
and guidelines for engaging with development partners, even as
investments in the agriculture and health sectors are critical pillars of
India's engagement with other developing countries.” Equally important is
the need to improve the coherence between its various projects in partner
countries. A case in point is the grant of Indian loans and small development
grants in Nepal. A study of these grants has found that these projects are not
interlinked and are carried out independently. Interlinking projects could
have positive spillover for projects under both categories. A grant of
ambulances, for example, should be linked to broader investments in the
health sector to create maximum impact; conversely, building a school in an
area with minimal access to transport will have limited impact.” Similarly, a
study on India's development partnership in Kenya, argues that the ITEC
program would better serve the interests of both countries if it was

coordinated with parts of India's development assistance — for example, if
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training was directed at the long-term local management of turnkey
projects specifically designed to support the pan-Africa e-network.”
Measuring for the impact of such policy coherence will also require a
clearer articulation of objectives, indicators, policy linkages, and an overall
framework linking these together. Data collection and analysis mechanisms
are currently weak or absent, and there is a deficit of strategic oversight and
direction. The framework most often cited is one of south-south
cooperation, though this is mostly a political framework that provides little
guidance for specific projects and how they should be carried out. There is
tension between policy coherence and national ownership — one of the
defining features of India's programs is that they are demand-driven and
thus can be claimed to be nationally owned' by the partner state, but the
principle of policy coherence would result in greater input from the Indian
side than is currently the case. The issue of national ownership, as the next
section argues, is complicated by the agency and effectiveness of

institutions in partner states.
IV. THE PARTNERSHIP CHALLENGE

One of the main criticisms of the foreign aid programs of western states is
that they establish a hierarchical relationship between donors and
recipients in which developing countries have had little agency and
ownership over determining their development trajectories. Framing its
economic diplomacy as a 'partnership' instead, India seeks to distinguish its
programs from the foreign aid practices of western states. For this rhetoric
to translate to practice, it is important that partner states remain in the lead
and are able to claim ownership over their domestic policies. India
operationalises this idea of partnership by its emphasis on demand-driven
programming thatis free of any political conditionalities.

Demand-driven aid and weak states

Studies indicate that many of India's development partnerships are signed
at the highest level of government, with little consultation from lower-level
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ministries that might be better placed to grasp the technical requirements
and challenges.” The problem with demand-driven partnerships is thus that
they might reflect elite interests and not necessarily the broader national
interest. Moreover, the requested programs might contribute to bolstering
the power of elites rather than contributing to development effectiveness.
This tension underscores the inadequacy of using a political framework like
South-South cooperation to make programmatic decisions - the principle of
demand-driven aid might only pay lip service to the idea of national
ownership, while at the same time undermining development effectiveness.
In Eritrea for example, India provides support for education programs in
line with the principle of demand-driven aid, even while Eritrea is
considered to be ruled by a repressive regime that uses the public education
system as a form of societal control.

The partnership challenge is further compounded by the fact that a
number of southern states that India partners with are in fact fragile
contexts characterised by contested domestic leadership and weak
institutions. Two of India's top development partners — Sudan and
Afghanistan — occupy the 5th and 8th positions, respectively, on the global
fragility index; Nigeria is at number 14, Ethiopia at 20 and Myanmar, 27.”In
a sense then, this makes them weak partners and places structural
limitations on the extent to which India can contribute to development
gains. At the same time, in so far as India is engaged in development
partnerships with states in which there is ongoing conflict, India's
development partnerships can be perceived as contributing to perpetuating
existing conflict fault lines. The case of Afghanistan provides an illustration
where New Delhi is supporting the ruling government, even while the
Taliban has assumed state-like functions in large parts of the country. In
another example, Sudan is one of India's key development partners and
Indian state-owned engineering companies are helping build road
infrastructure there. However, these projects tend to be geographically
clustered and therefore risk exacerbating the development gap between the
centre and the periphery that is regarded as a key cause of Sudan's
conflicts.”
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Quasi-sovereignty and extraversion: Problematising national

ownership

Robert Jackson's thesis of quasi-sovereignty developed in the context of
African states is also useful in this analysis. Jackson distinguishes between
judicial and empirical sovereignty, arguing that while a number of African
states have judicial sovereignty by virtue of the legal recognition of
statehood by the international community, they often lack the conditions to
qualify for empirical sovereignty.” This leads to what Christopher Clapham
has termed 'the gap between the myth and reality of statehood'. Recognition
by the outside world affords political elites access to state monopoly on
economic rents such as international trade, establishment of official
exchange rates and import licenses; this monopoly of access to external
actors is used by state elites to then maintain domestic control.”

This problematises the extent to which Indian investments can be
criticised for not contributing to equitable development gains. As Clapham
argues, while multinationals and external powers are often painted as
villains in this relationship, they are in fact the mechanism through which
political elites extract economic rents from the country's internal resources
and forge a clientelistic relationship with the outside world.” Returning to
the example of Indian private investments in Ethiopia, this line of analysis
shifts attention to the failures of the Ethiopian government in not
regulating foreign investments in a manner that the local people affected by
large-scale sale of land are duly compensated and provided alternative
means of livelihood. Currently, investors are not obliged to supply the local
or national markets nor are there provisions in the contract for meeting the
food security needs of the country.” This corroborates arguments that
foreign investors in Ethiopia cannot be accused of landgrabbing because the
land acquired, mainly on long lease, has been by the invitation and with the
facilitation of the host country.” If this qualifies as neo-colonialism, then it
is a form of neo-colonialism by invitation. In contrast, states with strong
national strategies such as Mauritius have performed better in engaging

with, and choosing between, different partners.”
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Re-thinking State agency

The relationship between State elites and external actors discussed above
also problematises what should be seen as an expression of state agency in
the context of development partnerships. Bayart, Clapham, and most
recently Lucy Corkin, argue that this dependence on external actors does
notimply a submissive role for political elites but demonstrates their agency
in manipulating the external environment to suit their needs. Corkin, in her
study on Chinese investments in Angola, argues that the elites of that
country have been able to leverage their relationship with China to also
secure lines of credit from a number of other partners. Compared with the
situation immediately following the end of the Cold War, Angolan elites
have thus been able to construct a successful strategy of diversification of
financial resources.”’

Considering agency in these terms might therefore suggest that the
growing menu of development partners available to political elites in
developing countries has enhanced their agency in negotiating and
choosing between the development offers best suited to their needs. Recent
studies corroborate this, arguing that there is now a general tendency in
Africa to adopt a 'multiple strategy' vis-a-vis different partners based on
what they can offer.” As Corkin argues, one of the consequences of the
growing influence of southern donors like China and India is that they have
in fact given southern elites a greater amount of agency in choosing
development partners according to theirneeds.”

In the long run, for this choice to translate to agency it will also be
important that partners have access to adequate information and able to
make informed choices. Recent media reports indicate that there is an
information asymmetry between India and its development partners
regarding the Indian firms who are supposed to be implementing the
various projects. As a result, contracts are often awarded to Indian firms
with little experience or capacity in the sector; this is then often sub-
contracted to another Indian firm with few known credentials. Project
implementation suffers as aresult and there are already indications that this
is damaging the reputation of Indian firms abroad.” The termination of the
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Rahugh at hydropower contract in Nepal is a classic example of information
asymmetry. IVCRL, a major Indian infrastructure company, had won the
contract to build the LoC financed power plant. However, the Nepal
Electricity Authority was forced to annul the contract due to the company's
inability to carry out the construction.”

Reaching out to multi-stakeholders

The partnership challenge for India is how to construct development
partnerships with States with weak or contested domestic leadership and
institutions, where State elites often use external dependence to retain
domestic control and in which development projects can themselves be seen
asbolstering anillegitimate regime or contributing to structural violence. In
these cases, the principles of demand-driven aid and national ownership
could undermine development effectiveness. For the time being, however, it
seems unlikely that India will sacrifice its strategic and economic diplomacy
goals for development effectiveness in partner states. In the few instancesin
which Indiahasintervened in the domestic affairs of another state, breaking
with its commitment to the principles of non-interference and sovereign
equality, this has tended to be framed in the language of regional security
and stability, rather than humanitarian reasons, and motivated by Indian
nationalinterests.”

As the volume and scale of its programs grow, India will find it
increasingly challenging to ignore any perverse development outcomes that
result from its demand-driven approach. In order to manage such
situations, India would do well to reach out to civil society organisations and
other stakeholders from partner countries to assist in the equitable
distribution of development outcomes. It had already begun to do this with
some success in Nepal, Bhutan, and Sri Lanka through the implementation
of 'Small Development Programs' that provide finance for specific
development projects requested and managed by local communities and
organisations.”
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V. POLICY AND RESEARCH: NEXT STEPS

Most of the existing literature on India's development partnerships
document the motivations, policies, and scope of Indian development
partnerships. Building on this literature, this paper has unpacked the three
main sets of challenges that confront India as an emerging development
partner. These three challenges require policy responses by relevant Indian
ministries along with empirical research on the context and impact of
Indian development partnerships. On the policy front, there is a clear and
urgent need to develop and strengthen Indian institutional mechanisms for
negotiating and managing development partnerships. As argued earlier, it is
important that the DPA evolves from being an administrative agency to a
knowledge and coordination hub for research, evaluation, monitoring, and
the recording of best practices. A strengthened DPA can facilitate the
creation of complementarities between the objectives of economic
diplomacy and development partnership through non-simultaneous
exchange, information sharing, and knowledge creation.

The DPA can also play a critical role in creating policy coherence for
development effectiveness by facilitating knowledge sharing and
coordination between Indian line ministries, the EXIM bank, and the
private sector. Policy coherence could also be facilitated by the creation of a
roster of approved contracting firms and a framework for private sector
regulation. Measuring the impact of such policy coherence, however, will
first require a much clearer articulation of goals, objectives, benchmarks,
and a framework linking them together. This is currently missing or not yet
adequately consolidated. Now that DPA has been created, it would make
sense to let it take the lead in articulating such a framework, situating it
more broadly within the context of India's approach to the post-2015
development agenda. This will enable India to articulate more
systematically how its partnerships contribute to development
effectiveness, and identify areas where they are falling short.

The DPA could also take the lead in creating a system of peer review for
its development programs. This will enable partner States to assess the
quality and impact of Indian-supported development programs, preserving
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the lead and agency of partner States in determining their national
development priorities. The challenge remains that the principle of
demand-driven aid can undermine development effectiveness or contribute
to exacerbating existing conflict fault lines. This paper has argued that it is
unlikely that India will take a more interventionist stand. One of the
defining characteristics of India's development partnership is the absence of
political conditionality; this helps India distinguish its programs from those
of western donors and is a source of both access and legitimacy. In cases
where it is blatantly obvious that Indian development partnerships are
contributing to broad-based negative development outcomes, India might
use its preferred channel of backdoor diplomacy or suspend programs
altogether. In other cases, where the evidence of development effectiveness
is mixed, India would do well to strengthen and develop linkages between
policy think tanks, the private sector, and civil society actors in India and
partner States to develop multi-pronged engagement for improved
contextual understanding and evaluation. Some of these challenges could
also be navigated by drawing on the expertise of India's own development
professionals.

The challenge will be to build an institutional structure that is able to
build and monitor policy coherence for development and manage this with
India's economic diplomacy goals, while creating enough flexibility and
dynamism in its institutional workings so as to give partner states the lead
in determining their development trajectories. On the research front, an
important avenue for future research might involve considering different
models of institutional design for managing these multiple goals. Here,
India might learn lessons from other aid bureaucracies in developed
countries, both of their successes and failures. Empirical studies are also
needed to interrogate the nature and extent of mutual benefit, keeping in
mind the criteria of economic diplomacy for domestic growth and
development partnership for soft power and identity construction.

Assessing mutual benefit will also require looking at the development
gains made in partner states. Development effectiveness could be a useful
lens that then opens up critical research agendas around the role of the

Indian private sector investments, the impact and nature of trade, the
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complementarity between various non-aid instruments such as technology
transfers, and the quality and impact of capacity building and training
programs. Empirical studies and evaluations also need to take into account
the nature of sovereignty and agency in partner countries. Studies on India's
development partnerships might thus also be organised around the
qualities of partner states —looking for example, at the specific implications
of building development partnerships in fragile states or in states with
ongoing armed conflict. Evaluations might also assess the comparative
advantage of India vis-a-vis other DAC and Southern donors, with a view
both towards the agency of partner states and development outcomes.
Unlike western foreign aid practices, India's development partnerships
are not driven by a particular development ideology or a well-defined
doctrine of how poverty and prosperity should be managed outside its
borders. India's development partnerships are much more transactional in
nature, motivated by specific economic and strategic interests. Yet, even
transactions for the national interest can aspire to be responsible, efficient,
and balanced. For this, India needs to consider how the challenges discussed
in this paper can be negotiated in the long run. This will be particularly
important as the scale, scope, and reach of India's economic diplomacy and
development partnerships expand. The downside of being a great power is
that any action comes under closer scrutiny on the global stage. Finally,
India should aspire to be a norm entrepreneur that re-negotiates the global
rules of the game — whether on international taxation, intellectual property,
or global trade. In so far as India shares common development challenges
with a number of other southern states, it is such thought leadership that
canbeIndia'slong-lasting contribution to global development. ®RF
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