
if they do oblige they make it clear that it is not to become a precedent and is to be 

treated as an exception.81 The consequence for India is that currently there is a 

negative flow of funds i.e. that the Indian debt service liability is higher than the 

new funds being committed by the Germans. 

CDMs in the power sector are to be appraised. This is intended to contribute 

towards realizing the Kyoto Protocol. The GTZ believes that "the most important 

contribution to be made to international structural policy in the environmental 

sector is to provide advisory services to governments on how to translate 

international conventions and other regulatory frameworks into practice."82 

Environmental issues can be broadly divided into two areas : the green , which 

comprise forest, water, land and the brown, which cover emissions, industrial 

pollution, exhaust fumes and environmental measures, which seek to limit the 

damage inflicted by human activities on land, water and air. The focus in the case 

of the former is on natural resources whereas the latter are urban in nature and the 

focus here is to contain the damage inflicted if not to totally eliminate these and 

this constitutes environmental protection, while the action in the case of the former 

would constitute conservation. All donors currently are eager to support any 

environmental projects. This broadly means environmental protection and 

conservation as well as upgradation of technology to achieve these objectives. 

Watershed projects are constitutive of the green agenda. Indians are also more 

interested in the green agenda but this translates for them into development of 

forests. The Germans however prefer to support the brown urban issues. 83 A 

possible reason for this preference is that it involves a greater element of 

technology. Germans tend to finance projects which include a mechanical 

component or where some equipment has to be procured. 84 Most donors do have 

the intention of promoting their industry, some tend to do it more openly than 

others. All French aid is tied aid. India therefore seeks French support in areas 

81 unpublished official document. 
82 GTZ, Shaping the Future through International Cooperation : Securing Peace, Reducing 

Poverty, Protecting the Environment (Eschborn, 2002), p. 14. 
83 

84 

Interview with Mr. Naveen Kumar, Joint Secretary, Department of Economic Affairs, Ministry 
of Finance, New Delhi on 12.3.2003. 
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where the French are technology leaders and where India would like to acquire 

their technology. Not all German aid is untied aid - part of it is subject to 

international competitive bidding but some procurement is limited to German firms 

only. 85 Here too it is clear that commercial interest for the Germans is paramount. 

The Germans normally try to press for the strengthening of the NGO sector or of a 

particular NGO. The Indians mostly avoid making any commitments on this issue. 

In 1993 however the Germans managed to push such support for NGOs through, 

after exerting "considerable pressure" 86 in the annual negotiations. The problem 

appeared to be the desire of the Germans "to make funds available directly to the 

NGOs without any formal agreement with the ministries. This was ultimately 

accepted at the 1993 bilateral talks after much discussion and debate, assisted by 

the close personal relationship between the heads of the two delegations. This issue 

has, however, resurfaced in 1996, when the Indian side expressed their 

dissatisfaction at their total lack of control over this element of the German 

bilateral programme, and the KfW fears that greater controls on NGOs will soon 

·,e imposed." 87The Self-Help Fund seeks to "develop a partner relationship with 

. ocal NGOs that take up many of the issues involved in the operationalisation of 

poverty reduction in aid - local ownership, innovation in management and 

organisational structure, improved monitoring and assessment and feedback into 

the project process, and a multidimensional approach towards conceptualising 

poverty and designing projects accordingly." 88 The Small Project Fund finances 

activities of NGOs on specific requests, when the activity lies outside the normal 

domain of bilateral relations89
. Possibly the Indians do not want a western agenda 

imposed by direct funding of local NGOs. The donors seem suspicious of the DEA 

believing it to be interested only in securing assistance to meet Indian needs rather 

than giving due consideration to donor priorities of pro-poor policy.90 The fact 

remains that the government has placed poverty alleviation as a priority in its Five 

Year Plans. Besides if the donors are keen on ownership then they should accept 

85 ibid. 
86 Cox and others, n. 19, p. 71. 
87 ibid., p. 71. 
88 ibid., p. 268. 
89 ibid., p. 268. 
90 ibid., p. 68. 
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the governments priorities. It is also a matter of its sovereignty. In fact Dr. Batz 

conceded that the BMZ wanted the concurrence of the Indians but if some 

component which a partner wants is not going to send out the right signals then the 

GTZ feels constrained to reject it, e.g. if Indians wanted loans to be subsidized, the 

Germans would not accept that because the Germans believe that the people have 

to be responsible and in this context subsidies are harmful.91 

As far as NGOs are concerned the Government of India often suggests NGOs itself 

to help in the implementation of the projects if these entail close contact with the 

people or if attitudinal change is a component of the project. These are areas where 

NGOs have a better outreach. Often the state governments propose NGOs and 

sometimes the donors do too. Normally this is not welcomed by the government.92 

This reluctance on the part of the government is to be viewed in the context of the 

multitude of NGOs in the country with differing agendas : some openly hostile to 

the government but with a strong grassroots following, others networking 

efficiently with western NGOs, often allowing these latter to set their agendas, still 

others who collaborate closely with the government and are often seen as having 

compromised as much on their credibility as independent voices as the ones 

networking with foreign NGOs and finally some committed liberal NGOs who on 

principle do not accept foreign funding and at the same time retain their 

independence of the government. In such a scenario the government would want to 

ensure that the NGO chosen would not work against the interests of the 

government. It is another matter whether government propped NGOs serve the 

purpose. 

At any rate foreigners can fund NGOs independently of the Government of India 

provided that the NGO has got the FCRA (Foreign Currency Regulation Act) 

clearance and many donors do avail themselves of this channel. The German 

Churches and political foundations work legitimately with NGOs of their choice 

and with the intention of strengthening the NGO sector in India. The Indian 

91 Interview with Dr. Franz-Josef Batz, GTZ, Knowledge Management Advisor, Country 
Department Asia/Pacific, Latin America/ Caribbean, New Delhi, 11.2.2003. 

92 Interview with Mr. Naveen Kumar, Joint Secretary, Department of Economic Affairs, Ministry 
of Finance, New Delhi on 12.3.2003. 
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Finance Minister in his budget speech this year (2003) has in fact eluded to the fact 

that India would like to relieve some bilateral donors of the burden of assistance to 

the government and would encourage them to support some specified NGOs with 

developmental assistance. 

Finally characteristic of German cooperation is the presence of long term experts. 

The government would have preferred that national consultants be employed. 

Closely linked with the availability of competent and qualified Indians is also the 

fact that German experts draw salaries many times that of local experts. Various 

studies undertaken in the West, including that by the OECD point to this. Some of 

these have been quoted in Stephan Klingebiel' s article on "The Development 

Policy Debate on the role of Technical Cooperation" : 

The criticism levelled at the practice of employing foreign personnel in the 

implementation of TC measures includes a number of relevant aspects: 

Foreign advisers and experts are expensive. It IS estimated that they 

account for 70-80% of funds pent on TC. 

The use of foreign advisers and experts often results in gross disparities of 

payment as compared with local experts and public servants within the 

various developing countries. The ratio between the salary paid to 

international consultants and that paid to local employees can be as high as 

500:1 (cf. Baser/Morgan 1997.22). In some cases, the cost of a foreign 

adviser or expert has been greater than the total salary of all the local 

public servants involved in a project. ... 

The foreign personnel have comparatively little acquaintance with local 

conditions (culture, language etc.).93 

Brigitte Erler in her book Todliche Hilfe: Bericht von meiner letzten Dienstreise in 

Sachen Entwicklungshilfe (Fatal aid : the Report of my Last Tour in Matters of 

Developmental Aid) maintains that an expert costs the BMZ on an average 200 000 

to 300 000 DM annually and this was in 1983. 

93 Stephan Klingebiel, "The Development Policy Debate on the Role of Technical Cooperation" 
in Economics (Ttibingen), Vol 59 (1999), pp. 44-45. 
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From the above it is clear that again a large part of the grant element flows back to 

Germany through the salaries of the experts. 

The unanimous view of the Germans was that Indians were tough negotiators and 

with good reason. It was not as in Africa where the economy was often largely 

financed by aid and often the governments had foreign advisors attached to them, 

wielding enormous clout. In contrast Indians were said to be self assured and 

confident and on many occasions were known to have turned down lucrative offers 

of aid because of the conditions attached. The amount of aid was too small to deter 

them. Therefore the general opinion was that the donors, including the FRG, had 

no real leverage over them.94 The level at which interaction between the Embassy 

and the Finance Ministry, specifically the DEA, takes place is also illuminating in 

this regard. In India, unlike in many African countries, where the donor agency 

representatives/ambassadors of donor countries have direct access to the head of 

state or government, they have to normally content themselves with interacting 

with the Joint Secretary DEA. This is further proof of Indian sovereignty being 

effectively upheld. 

94 This idea is propounded in Lipton and Toye, n.2 and Cox and others as well. 
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