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In the recent years many l'estern lMarxist intellectials made
sificdre attempts to ccmprehend the dynamics of stgte in the
advanced capitalist sccletles: Ccmpered to the coentributicns
of those western schelars, the Marxists of the Third Vierld have
not done much to explain the complex rcle that the state has
been playing in the develcping naiions- It is true that veclu =
minous literature has come ocut on problems of deve' pment and
modernisation in the Third Vorld and that there are nassing
references to the role cf state in many ¢f these wrks. These
readings however, are nct adequete te agrasp the multiple dimen -
sions ¢f state in the developing scocietiess Survey cf literature
of the traditional cemmunist parties and certaln academic
works of Marxist persursion in India shew that literatute en the
issue ¢f the nature ¢f Indian state is nct an excentimn t- the
trend. l‘hereas majcrity of them raduced the stidy f state te
the questicn of mede of prccuctirn »r t~ the cultural milied,

a few cthers, in name of relative su‘cnomy iagncred the dielectical
relaticnship that the state has vis—a-vis the economic base

and sccial classes+ As a result, .Indian Marxists cculd nct
come tc any ccnsensus on the questicn ¢f the class character

of the post—cclonial state in Indiae The CPI sees Indie as

an independent national bcurgeois states The CPI(M) hewever,

def ines it z: a landlord - bourgecis state headed by the big -
boLrgeoisies Most of the factions of CPI(ML) still consider
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that even now India continues tc be a semi~feudal and semi= -
colonial state- on the other extreme, one can see academicilans
like Hamza Alavi, KeNeRaj and Anupam Sen who argue that Indian
state is autoncmous of all econcmically dominant classes in the
Indian society.

Vhy do parties and perscns claiming themselves «arxists
come cut with such varying interpretetirns ¢f Indien state ?
Though complexities in Indian sccial formsticn are usually
citoed as one of the important facters, it apreaps to us that
the differences in methodeleogical aprrcactes «f these partiles

and persons are mcre respcnsible for lack of unanimity cn the

question of nature of Indian stater (nless (ne is clear as to

what the Marxist-Leninist methcdclogy means, it is impossible to

evalLate the ccmpeting versionse At the ocutset it should be

sald thot approaches sucl}Lﬂs instrumertal ism, economism and for

that matter, ¢tven the socalled autonomous study of ‘political’
are alien to Marxisme Dialecticrl materialist appr« ach, the
heart and scul of Marxism-Leninism demands study of each phenc—
menon in itself, in its interrelationship, in its crigins,
development and transformation- Hence while critically evaluating
the existing Marxist interpretations of Indian state, one should
aim at developing a comprehensive the-ry of Indien state - ‘its

class character, form, functicns and dynamicse
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Among other aspects, such & study should be able to reflect
on the following issues concerning Indian state and soclety:

fe Nature of any state basicully depends on the classes which
attain state powere !'ence basing oneself on the class charrcter
of Indian nationalist movement, one shculd first ascertain the
interests and roles of different classes inveclved in the anti~ -
imperialist struggle and then therefrom determine the nature of

class or classes which attained state powe: after the British rule.

2« Such a study should take ncte of the object ve constraints -
internal and external -« within which tlie ruling classes @ore
placed and then determine their pétentialities an! weaknesses

under the given conditionse

3« It should see whether the state setup, constitution and
other administrative and socio-eccnonic institutions establ ished
after the British rule have corresponded tc the cobjective

necessities of the new ruling clisses-

4« While being ccnscious of the inpact of sccial fcrces on

the dynamics of Indlan state, one shculd examine how the state
takes advantege of various socia’ “(rces and use them to influence
the civil sccietye

B+ Since India. is an inseps oble part of the internaticnal
system, it is very necesc.ry t determine the status of Indien
state in the world cf natione and then reflect on eccncmic
compulsions influencing lndié's f«roign policye
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6e More than these, the study should be able to an-wer the
following questions confronting the Marxists trying tc understand
the dynamics of Indian 'state 3 Vhat is the principeal direction
of development of Indian econcmy ? At whet stage of development

does Indian econcmy ncw find itself and howfar dces the stae

contribute t« such development ? Which are the cl.sses that

actually got benefited by the econemic prliclies initilated by

the state ? Has the state streng:ihened the feudal system, made

national interests subservient tc the meticpclitan bourgecisie

or initiated independent capitalist development ?

Sincoe courses of socilal development can not be sclentl -
ficelly predicted in the absencu of ¢ ccrroct knewledge of the
state, a camprehensive understanding of the above mentioned
aspects become very cruclal fcr the Indian Marxists. Keaeping
this necessity in mind, an attempt is made in the thesis to
develcp a systematic theory ¢f the dynamics «f pcst~independent
Indian state - with special referenc- to the reole of state
in econcmic development end its relsti nship with various classes
and social fcrcese As examination of n] these aspects becomes
a pre-condition for understanding the r 1o «f state vis-a-vis
the political and ideclcgical structures . Indian society, the
study wuld mainly ecncentrate «n state, cli-ses. and economie
development in the post - colonial India.



In contrast to the interpretaticrns of the traditional
communist parties and academic relative autonomists, the thesis
aims to develop a2 minority perspective held by a very few
Marxist scholars like Shibdas Ghesh, Bipan Chandra, A-Re.Desai,
Paresh Chatopadhyaya and Srikant Dutts The thesis argues that

India is an independent national bourgecis state now showing
the tendencies of imperialism and fascisme To prove this

hypcthesis an attempt is made to show that indigencus capitalism
developed tc the stage of mcnopoly and that integraticn of
private sector and public sectcr nonopolies has given birth to
state monopcly capitalisme Similarly merger and coalescence of
industrial and bank monopolies led tec t!' e development of big
financial institutions, which are now playing a key role in the
export of finance capital thr~ugh Indian jc int ventures abroade
Because of this development, India which normally joins hands
with other developinc naticns in thelr fight against imperilalism
does not hesitate to explcit the wer. - s8 of cther Third World

ccuntries whenever its own interests so d yand. The thesis alsc

states that growing militarisaticn has riow becciio an economic
necessity in India and capitalist relat .o have already

developed 85 dominant social relations in ri-al Indiae Finally
the thesis also tries to acccunt for the vl ire role of the
Indian state as an attempt to legitimise its oim pcwer and reflects
on fiscal crises that set limits tc the devol pnent of Indian
state as a full fledged welfare sta-o-



This major theme of the thesis is systematically developed
in the seven chapters, each cne reflecting on a perticular
as pect of the autoncmous role of Indian state in econcmic
development: In doing so, mediating rcle played by the classes
and influence cf these classes on the dynamics f tue stete
and on direction of eccnomy have been discussed at lengthe
For a brief and general understanding of the structure, essence

and significance of the thesis, ccntent of all the chapters

may be summarisede

The first chapter, ™ State, Classes and Economic Development
in the Third World ", discusses the general characterstic
features of the developing societlese 'hile critically reviewing
different radical thecries of undardevelopment, attempts have
been made to understand the Yole that tle state i1s playing in
all the developing nationse The chopter tries to locate the
specif icity of sccial formation in the Third World and stresses

the need for stydying each state separ:' 1y with all its
specificities.

In the seccnd chapter, " A Critique «(f o Dominant Marxist
Interpretations of the Indian Stecte ", an 2.~ sment has becn
made cf the interpretaticns of the traditicr ) ccmmunist parties
vize, the CPI, the CPI(M) and the CPI(ML) ' ocially on questions
related to the state, classessand revelut: rn- Contributions of
scme of the academics subscribing to the iior f ' relative
autonomy ' are also examineds Whlle oxp: s ing the logical
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inconsistencies and conceptual insdequacies in their theories
an attempt has been made to give cuy own understanding of
certain Marxist analytircal cetegories which are crucial for
the stéidy of the nature and dynamics of Indian state-

The next chapter deals with the role played hv the Indian
state in initiating changes in th» industrial and banking
sectorse Development of mcnopelies in the field of industry
and banking was recognised by many leftist scholars, as early as
the 1960's itselfe In the main, the comm nists did not fall
to understand the fact that development of public sector in
India only laid the foundations of state capitalism, not
state sccialisme Many sericus academic worlks and commission
reports sppeared during the sixties tc explain the consequences
of such monopoly growthe However, after the enactment of
MRTP Act and nationeliseticn of 14 crmmerciel banks, the leftist
scholars seamed to have lcst Interact in these areas. Study
of recent developments in bankin ' :nd industries are ignored
or belittled in the Marxist discourse on In iae FKeeping
these points in mind, the thi:.d chapter triss te throw some
light on recent developments in the growt! -f state monopoly
capitalism in L.lias 7 o\ :lcpments suchas integration of publie
and private mcnopoliuss, birth of finance capital as a conse -

quence of merginc nd ccalescence of industrial and banking
monopoly capitals ani the rcle of Financis! .netitutions

in exporting finziice capital through Indiin icint ventures
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abroad - all these aspects are highl ighted in the chapter,
* Development of State Mc-opcly Capitalism in India"".

The fourth chapter examihes the rela:ionship betweon
defence and developments Ever since the Sinc-Indian war of
1962, the policy mekers continued to justify every increase
in the defence budget on the grcunds of threats to the unity

and integrity of the natlene In eccntrast tc the familiar

arquments, this chapter arques that apart frcm external threat

perceptions and India's ovm desiro to bocomae a2 rogicnal power,

there are certain eccnomic compulsions ferecing India to get

militarised. Militarisaticon has now beccme an econcmic neces -
sity to give artificial stimulation to the sagging capitalist
eccnomy by creating additional demand in the market. The role
played by politicians, bureaucrats ani capitalist organisations
in laying fcundation for the development ~f military -« indu -
strial - sclentific complex, is the suhject matter. of the

fourth chapter ises, " Militarisatiin f Indlan economy "

Status of Indian :cate vis—a=vis imperialism continues
to be a matter of contioversy among the Maryist circles in Indiae
Vhereas India's cppu-ition te imperialism, r-cism and colonia -
lism is cited !y ~ume to prove independent-pronressive character
of India's n n:lignment, cthers show Indie's -ompromise with
imperialism, recent liberalisaticn pclicier :nd increasing
volume of foreign debts tc brand India as : ccmprador states
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vhen it is very easy to obtain facts justifying both versions,

it becomes very difficult to explain how the antagonistic
view-points cculd go togetter 2t the same timee This difficulty
raises many other releted questicns : What compels Indian state
tc follow nonaligned policy ? What makes a2 state which opposes
imperialism to submit tc certain dictates (f imperialist powers ?
wWhy is it that a state which considers itself a part of the
Third Vorld, does nct hesitate tc axplcit the weakness of other

developing nations ? Effcrts ire made to answer these questions

in the sixth chaptery " Political Econoumy of India's Nonal ignment” .

The issue of pre-capitalistt relatiins still continues
to vex the minds of the Indian Marxistses For long, the study
of the nature of Indian state has beoon reduced to iihe study
of mode of production in Indian agriculture- Since mere
understanding of the nature of mode of production is not
sufficient to determine the character ¢f any state, we wuld
be introducing in cur analysis of mode of pr-duction, a discus -~
slon of the autonomous role of the state and emerging dynamics

of classes and other social forc s in r1ural India.

Finally, in the last chepter, compulslons forcing Indian
state to project itself as o welfare state are hr-ught to lighte.
While recording differc it sccial welfare progr - mes initiated
by the Indian state sirnce 1947, their actual umact on industrial
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workers, rural poor, dalits and other subordinate communitles
is assessede Contrasting Indian experience with that of the
welfare state in the advanced caritalist ccuntries, the inevi -
table fiscal crisis thet sets 1imits to the development of
Indian state as & full fledged welfare state, and the effect

of such crisis on the state to deliver gcods are discussed

at length in this chaptere While assessing the strength of the

challenges posed to the state, tlie probable opticns still open

to the state to cvercome the legitimacy crisis are explorede

To sum up, while highlichting the econolic role of the state,
the thesis throws light on the srecif ic relationship that the
state builtup with the capitaliste, rich peasants, metropolitan
bcurgecisie and alsc the dominated classes ‘n Indla suchiat
the working class, rural pcor and dalitse In course of exami -
ning these interrelationships the autonomcus role played by the
state in the fields of industry, banking, defence, agriculture

and also in the international spheros has beon discussede

At the end, it needs to be aamitted that the thesis has
not covered certain other. aspects of state dynamics. The
author is not unaware of the fact that any discussion of the
nature of Indien state remains incompletec unless the dynamics
of state is related to the ever changing correlation of poli -
tical and ideclogical forces and to their corresponding structures
in the socletys That necessistee intr-<ucing in our analysis
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many other elements like catecories like political rarties,

educatiinal instituticns, rolinicus communities, linquistie
arcups and naticnalitiese Tho wey theseo suparstructural

aspects influence and inturn got influencoad by the state
largaly determines the form, if nct the essonce,«f the state

apparatuse Though this aspect is not altcgoethar ignored,

it shculd be admittead that detalled discussion (f these dimen -
sions of state dynamics could nol be done in this wirke Since

a comprehensive study of the nature of state prosuprcses e
measure ¢f undarstanding of the diglectical intorraction oemtwoon
tho stete and econamy, and state and classes the thesis mainly
concentrates ¢n these interralaticnships end highlinhts cartain
basiec tendancies vhich hrve not boon ~xemined a2t lonagth by the
majority of the Indian llarxistse A8 far as t'e state's relaticn -
ship with other superstructural eloments is ccncorned, we hopo

that certain methcdclcgical points «f dorartire suaggested in

the thaesis weuld bo of some use for all schlars inteestaed
comprehending other dimensicns of +he Indian stote-

* & & & B &



1 _CHAPTER

STATE, CLASS3IS AND EC NeNIC DE\ GLoPET

IN TYE TFIRD Y« RLD

- e

BEmargence ¢f the Third lorld, now covering mere then half
cf the werld territory and abcut twe=thirds of the world pepulation,
is a significent event in the pest-wer werlce Behind their
appearance s new actors in the internatirnal system, there lies
2 history of about 170 years of anti~-imperialist sti.aales.
With the weakening of the imperialist cheéins during the 1] Vorld
Wier, these freedcm mcvementis gained icmentum in most of the
colenias and semi=coloniese The birth of sccialist block as a
powerful anti~imperialist fcxrce #nd the grcwing strenath of the
petriotic ferces in celcecnies end semi-colanios mé2 it difficult
for the imperialists tc sticl en tc¢ their peliecy cf ccleniel isme
Taking adventage of the wezkness of the imperielist f(rces, many
ccuntries in Asia and Africea attuinad pelitical. inderpendences |
Along with them, a2 few cther ccuntries like lran, Maldieves.
and some of the Arab States which were never cclenies cf any
imperialist powers also identified their interests with the

developing societiese.

Eversince the Third Werld countries mide their presence felt
in the internaticnal politics, their dynamics begén tc attract
the attenticn of the intellectua) wurld: In the initiasl years,
the intellectuals_ concentrated mainly on the problems of
development and mcdernisation in the Third World- However after
the mid-sixties, many schclars ﬁave started coming forwerd to
uﬁ&mtand the nature of state in the (DCs. Apart from
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liberal thinkers there are meny Marxist and cther radiceal
schcels vhich attemrted to thecrise the dynamics of the
undexdeveloped countriese But the scciel fermelion
in the Third lorld is so specific that it has become
difficult tc arrive at ccnsonsus about the charsctor of the
stete in these developing naticnse Since efich netirn in
the develeoping world exhibits someny specific feslures, a
ccmprehensive knowledge of the natuie of the stite in the
Third Vlorld requires ccncrete analyses of the dynamics of class
struggles, structure of civil societies and stegos of
develcpment of economy in each p-rticulsr c-unzrye Such a
dialectical study is not possible unluss & thacreticil
discourse is built by perf-ecting the existing karxist
analytical categoriess Keepi::wg this necensity in mind,
an attempt is made in this chiépter to evzluate different
Marxist and other radical schcols of thought, especially on
questions relating to the strte, classes and economic
development in the Third Worlde Since such eveluation
presupposes a fair knowledge cf the Third Vorld, cne may first
try to grasp the specificities ¢ the sociel formaticns
in the develcping societies-

Multi-structural Societies

All the underdeveloped countries (UDCs) are multi-structurael
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and multi-stratified societies exhibiting ccnsiderable varia -
tions in the levels of economic developments Many countries
including thcese with the highest population are among the low
income ccuntries with highest percentage of people living below
the poverty line: According to an estimate, 75 ¥ of people in
Bangladesh, 51 ¥ in lndonesia and “4 ¥ in Pakistan live in
povertys On the other side cne can see scme of the oil rich
countries like Saudi Arabia, United Arab mirates and Yuwpit
whose percapital income is eaqual to or sometimes more than

many of the western capitrlist countries. In addition there
are newly industrislising countries lile Singapcre ind South
Korea whose per capita incomes remain arcund f. ?,“'0-1
Despite these veriations in the levels of economic develop -
ment, in almost all countries capitslist and pre-car.talist
structures exist side by side fer a 1lrng time. 1nlike 'pure'

ecc nomic formations of the advanced capitalist societies, the

develcping nations are characterised by the existence of

different modes of productions Even 'ithin the Third World,
the nature of multi-structural eccnony differs frcm cne country
to anothers The multi-structural sccio-economic systems of
Saudi Arabia and Bhutan can not be reduced to those of India
and Sri Lankas Yet it shculd be admitted that in all countries
social forces having their roots in precsritalist social
formaticns dominat:: the internal politirs. Mention may be made
here of castes in India, tribes in Africa »nd religions *



in countries like Iran, Bhutan, Yepal and Pakistan: The rcles that
these structures and their corresronding social forces play

are so dominant in certain ccuntries that they even cvershadow
the rcle of the classes and class struggless Even in those
ccuntries where they play subordinate roles, they succeed in
giving specific orientation tc the class politics of these statese

Specificity of Classoes in the UDCs s

As far as the question of the nature of classes .s ccncermed,
the developing societies sheow certain distinct festures which
can not be sen in the Weste Though in certein cecuntries of
Africa classes are still in formative stages, (ne con se» well

developed clrssess in many of the naticors of Asia and Latin

America. But ccrrelation of sccial ferces is nct alike in all

these countries. In certain ccuntries suchas India, Pakistan,

Mal aysia, and Singapore capitalist growth reached the stage of
moncpolys Takiry advantage of the siate contrecl over production

sector, in nony African states a class of bureaucratic bcurgecisie
developec+ In Pakistan, Joxrdan, ) cco and in many countries

of Latin America land loxds whc «Lil! inherit hundreds of acres

of land reign as influencial classess But in countries where
communal ownersh ..  Jominates, say as in Tropical Africa and
oceania, therc class of land lords is completely absente Nume -
Tically dominant classes: in thet developing societies seem

to be the peasentiy and the petty bour e isies Peasents constitute
60 ¥ to 80% of the population of certain c umtriese Petty «
bourgecisie including the pmfeséima.l and urban middle class



and semi-prcletarian strata constitutes scmetimaes about 65 ¥ of
the populaticne As far as the working class is concerned, one
can notice uneven de\elopment. In ccuntries like India, South
Korea and Bgypt the werking class is numerically 2 well developed
classe But in countries like Kenya and Fiji the werkers are

yet tc emerge as a classe In countries like Sweziland, Tonga

and Westoern Sahara the working class is almost absant-2

Question of Ruldng Class :
What constitutes the ruling class «f such ccuntries ?
This 1s again & controversisl questione As is mentlioned earlier,
most of the scholars tend to generalise the 1lssue by basing
on the experlencess of one or o | oy’ ccuntriess During

Mac's regime, the officlal circles in China used to ergue

that the ruling class in the Third World ccuntries is composed
of feudal lords and comprador b urnrv,'aozi.s:l«a«3 Hamza Alavl who

based his arguments on his study of Pakistan, Bangladesh and
Indonesia concluded that in the posi- -olonial sccieties the

ruling class is constituted by " thre ropertied classes,

namely the metrcpolitan bourgecisie, ¢! indigenocus bourgecisie
and the .landed classos"+? Followers of A<GeFrank would argue
that the underdo‘feloped countries are led by the lumpen bcugecisie-
on the other extreme, we have Michael K.lacki who says that

most of the liberated countrier heve intermediate regimes where
the petty-bourgeoisle and the ricl peasantry form the xruling
coalition's However, such a wiic generalisations seem to go
‘against the dialectical methoi wnich demends study of the
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particularities of each phenemonon before giving a general
theory of it. Since classes ~nd social fcerces v' ich attained
power after independence differed frcm one country to ansher,
it is not gppropriate te say the: the class character of all
countries in the Third Vorld exhibit unifcrmity. Due to
differences in correlation of class forces that lod teo the
anti-imperial ist struggles, the class character of the state
alsc differ frcm cne teo ascther: fact the questicns related
to the noture of liberation struggles #nd :le clnsses cr groups

vhich attained state power are s¢ complox thal ovon those

whe claim themselV¥es Marxists find it difficult to identify

the nature of dcminant classes in mest «f the ccuntrioes of

the Thiyxd Worlde For example, ro’orring to Atica vhare
indigenous bourgecis class is weak, Markovitz, Joel Samhcff and

JeS«Saul arqued that the bureaucratic b« urgecisie or 'the
crganisational bourgeoisie' became the ruling t::lassa-6 But

the communist activists like Bel . consider that all the
African state. -re dominated b/ th2 petty bourgecisie cor proto =
bourgeoisicfiic act as lackey: of frreign :meerialium-? In
India a) ., evenafter forty years of independence the communists
find 1t difficult to arrive at consensus ~bout the class
characler of the state-B Such kinds of c nflicting characteri -
sations are unknown in the advenced western :ocletiese Since
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the classos vwhich attained state rcwer after independence
differ from cne country to another, cne can se> different

kinds of states vize, natirnal bcurgecis states, bcurgecisified
feudal states, bureaucratic or comprador states and also
ccuntries where state power is icintly shared by the capitalists
and the land-lordse

Sovernmant and Polifical Hogllas ¢

Now cne may have a lcok at the specificities of the
nature of govermmment and political regimas in the Thixd Verlde.
The Third World is a laboratory wvhich is experimonting different
forms of govarnment and testing all kinds of nclitical reqgimes.
At the beginning, mcst of those colonles tried tc experiment

with parliamentary ferins of gvarnment implanted on their scll

by their colonial masterse DBut due to lack of essential

conditicns necessary for successful experimentaticn with

bcurgecis parliamentary superst-uvcture the limitations of
the exreriment came to light withi- . shcrt span of timee

Contradictions betwe:n political super.tructure and the acbaai
dynamics cf internal socic=economic structure led to modifi -
cation of the role of parliaments in Lh . Third Worlde Most

of the ccuntries opted for military bureoucratic xule where
perliaments became subordincte te tle oxecutives In scme
other ccuntries authoritarianism dev: o > within the context
of parliamentary forms of gcvesnment- ;. countries like India
legislatures became political power .2n.res tc reconcile the
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conflicting interests cf different classes, castes, tribes,
regicns and religious communitiese In some cther ccuntries
like Bhutan, Nepal and many Arab ccuntries the parliaments
remained as only consultative organisaticns withcut any

real powerse

Cortain amcunt of democratic freedcms are guaranteed 4n
countries where the national bourgeoisie dominates other
classess But in most of the ccuntrles with monarchial,
theocratic and bureaucratic forms of government, the rights
of the reonle are rostrictedes Status of nolitical partiles
may be taken a5 an instances In countries like Saudi-Arabia
and Bhutan even the ruling classos do nct have parties of
their cwne The political pertins ¢re aconarmlly benned in
countries where military takee over govoernmental powarse
In certain countries communist parties are nct generally

dlowed to to function legelly- In many «f the African

ccuntries like Tanzanie, Mozanhique and Zaire there exists
only cne official partys But cortain ccuntries like Sri Lenka

and India have multi-party systoi However, it should be
made clear thet the nature and ccntont of the single party
system or mulli~party system in the Third Vorld are quali -

tatively dJdiiferent from those of tle Westo‘o

Another feature of the Third World is the transitory
nature of its regimes. Generally no government or political
regime remains stable for a lcncer periods Among the UDCs



thore will be a very few states which did nct experience any

form of authoritarian government from the beginning- Such
changing neature of the pclitical regimee can be attributed to

the changing correlation of class and cthor social forces
within the Third Viorlde International economic crises, external

intervention, attitudes ¢f the lccal elites and tho dynamics

of military officials, religlous leadors and trilbal chilefs -
all these factors play important rcles in giving particular
cclour to the government and the political regimese 1f neces =
sary, responding to the cbjective necessity to overcome the
immed iate problems, these politicel regimes mebilise ore
secticn of people against ctherss In tha context of Latin
Amorice the rcles that different regimes -« ~opulist, demo =
cratic, military and revolutiinary regimes-cculd play in
recponse te the necessity «f managing dif “arent crises; the
class cr social ¢ rces that they cculd rally and the cverall
success and failury: of all these regliies were well accocunted in

Garye W Wynic'. oook, The Politics of - ..n Amarican Duvelopment.

Wiataver be the forms of g .iornment or political regime,
the states in all underdeveloped countries enjoy certain
amount of autonomy visea.vis the dominant classes and their
economic bése- Levkovsky argues that this relative autonomy
is " objectively caused by the v vy soclio-economic and class - -
politic;él structure of the tranc it lonal sccieties"s
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Though all stetes enjcy some amcunt of autonomy, the forms of

independence differ from one ccuntry to anothere As Levkovsky

puts it, " This increasel relative autoncmy of the state

supe_rstructure at various stages ¢f revcluticon and under the

impact of dissimilar objective #nd subjective factcrs, is
realisad inh different i‘orms"-12 In ancther sense, intollectuals
like llamza Ala\r;fsee_.i.t . as the ccnseauence of L..e weakness (f
the dominant classes within the poste=colonial societiese To
quote Alavi, " the state in the postecolonial society is not
the instrument cf a single class+. It is relatively mutonomcus
and it medlates botween the competing interests of the three
prepertied classes namely the melicpol iton bourgecisie, the
indigenous bocurgecisie and the landed classes, vhile at the
some tine acting on behalf cf tlam all to reserve the social

order in which their interests are embedded, nemely the insti -

tuticn of privrte property and the ceritalist mde as the

dominant mode of prcductic n"-h Ih th . cases of certain Asian

and African states sudden disappearzhcz of ceclonlal masters

left & vaccum which could nct be fillai by the indigencus classess
Since none of the indigencus classes chiieved the status or
strength to be able to use the stnie power to its own advan =
tege, the military-bureaucratic s paratus equires relative
independence+ The scope of suc!. autoncmy is however restricted
in ccuntries like India wherec the bourgecisie is fairly deve -
loped .even before independen o and it was and is consciwus
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of its ecconcmic and political interestse But even in such

ccuntries the key role that the state plays in eccnomy gives

enough strength to the state to withstand any kind cf pressure

from the .mpnepeclist groupse Almest in all developing countries

the state imposes many rules and restricticns to regulate the
activities of the individual capitalists. While initiating the
process of development in these multi-structural societies, the
state creates condition for the development of certain classes
and social forces: For example, by providing irrigation, banking
and marketing facilities the state facllitates conditions for
the transformation of individual land lords into the rich
peasantry. If the condit ions demand, to legitimise its own
authority and to give credibility tec the wvhcle system, the
state in the developing societies use nationalist ideclcqy,

religlcus dogmas or even pseudo-socialist sloaans-

COMPYLSIONS OF ECONCMIC DEVELOPMI.. : IMPERIALISM & Ti'IRD WORLD

Political instability in the Third World is , in one sense,
the result of contradictions ci:a“ed by the low level of eccnomic
development. Except OPEC ns...ns and the Western show pieces
like Singapcre, Scuth Kor.- and Hcngkcng, all other countries
are backward - with lov st per capita inccmes in the world-

The economic crises inturn aggravates the already existing
political and cultural problems thareby posing danger to the
stability and integrity of those -w nationse The pressure
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on states tc play ideclogical and repressive roles will be
relieved cnly when these countries can acheive economic self —-
sufficiency+ Awareness of this fact forces the states in the

developing societies to play 2 complex role in eccnomy-

With the achievement of political independence, one impor -
tant phase of the history of imperialism came to an ends Pcli -
tical independence cculd keep the alien powers cvay frem direct
control of the affairs cf the state and allow the newly liberated

ncticns to decide their future- However, while sebtingup pricri -

ties conducive for their econcmic progress, no native rulers

can overlcok the power of the imperialism that indirectly
centinues to influence the accnomy and politics «f the post =
colonial societies+ Donination of foreign capital and unequal
status that the Third VWorld occupies in the world capitalist
system force the UDCs tc depend on the West- It ¢nly shows
that political independence is not a sufficient conditl n fur
total liberatione Unless full eccnomic independence is achieved
political separation frcm the colonial powe rs becomes meaning -
less. At the same tim> it should be remembered that eccnomic
ird ependence can nct be achieved withcut prior peclitical inde -
pendences As such achieving and maintaining political inde -

pendence is a pre conditicn for the attainment cf economic

self-relignce in these newly emergent naticn states-



cnce it is concluded that almcst all the countries in the
Third World are formally independent, then a discussicn of
efforts that these ccuntries made in developing their economy
beccmes logical. In developing ccuntries, the weakness of the
iniigenous ruling classes and the necessity of resrénding to
the aspirations cof the peorle for a decent living compels t..e
states tc take active roles in economic develcpmeont. The tasks
ahead of these ccuntries are many+ The mcnopclies perpetrated
by the imperialists for their colonial explcitaticn should be
overcome gradually+ The pre-caritalist soclo—eccnemic strictures
that stand in the way of development necd to be eliminstede The
ccuntries shculd develop the forces cf production and achileve
technclogical independences They should limit the role cf
foreign capital in the native eccnomy and carry on radical
reforms in the agrarian structure of these countries+« The
whole economy must be systematically planned and utmeost care
should be taken to see that the plans are implemented prope rly
by keeping in check the vested interests tryinag to nreserve
the status-quo+ In addition tc supervision and regulation of
accnomic activities, the state shculd intervene in the priority
areas to setup basic industries wherever necessary-. If all
these tasks are carried cut to their logical ends, cne can

expect true econcmic independence-

In practice fulfilment of these tasks is nct scfeasy. To

an extent, success depends cn internal structural constraints

and the attitude of the ivperialists who still exercise

considerable influence ove# the native eccnomiess As far as
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the role of state is concerned, it has tc be siid that almost

in all developing soclieties the states made attempts to develop
their economiess Infact in mo t of these ccuntries the state
became a leading actor in economys The state took ¢ver the
respons ibility of establishing and managing the prilority sectors-
The share of state sector in the national econom, increased
gradually in all ccuntries- Fer example, in Alageria, Mozambique,
Angola ~nd People's Democratic Republic ¢f Yemen (FDRY) the

state secter acccunts fcr 7 to 99 prercent of industrial cutpute

In Tanzania 75 ¥ of the minining and nanufacturing industries

and 75 ¥ of the ccuntry's foreign and dcmestic trade are taken -
cver by the state-14 In Sri Lanka and Bangladesh the state
sectcr controls abcut 42 to 70 percont of the assels of the
industries respectively: Mych of the capital investnent in

the developing ccuntries is done by the statee In Syria, Burma
Guinea its shere is abcut 75 to Y9 per cents Even in Latin
American ccuntries like Brezil, Chile, Columbia, Feru, Mexico
and Venezula, the public sector contributes more than 57 ¥

of the annual capital formaticn. In 1975, 56 cut cf 170

largest Brazillian enterprises a2re state rwned-15 In all these

countr.es state tock the responsibility of p'anning and

supervising all major sectcers of eccnomy. Many laws are enacted

to regulate the private sector+ In India the g vernment enacted

number of acts such as Comapanlies Act, Fcreign Exchange Regu -
lation Act, Mcnopclies and Restrictive Trade Practices Act;

to requlste the activities of the private capitalistse
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The developing sccleties tried to cvercome the adverse
impact of foreign imperialism: Laws were enacted to regula e
the role of foreign caritale Attempts were made to ta ke pos -
session of the natural rescurces of their country« Many foreign
firms were also nationalised: At the internatirnal level all
the developing countries came together thrcuah forums suchas

UNCTAD and GATT to rressurise the West for a just and mitually
benef icial internetional eccnomic ¢ rder. Sincere effcrts are
made t¢ change the existing 1nequal &and cne sided trnde practices
and secured some concessiins frcii Lthe k‘r.-st-h;}imilarly pressure
was built ar.und the developed ccur tries to democretise the
existing financial orgonisaticns suchas the Viorld Bank (1BRD)
and International Monetary Fund (liF) and to divert more funds
for the economic development of the Third vkrld-17 Morecver ,
to overcome their dependence on the me trcpolils, the UDCs began
to initiate South=Scuth ccope ation by forming regicnal organi -
saticns like frganisetion of African Unity (0AU), organisation
of Petroleum Exporting Countries (r73C), Latin American Econcmic
System (LAES) , South Asian Assosia“icn fcr Regional Cooperation
(SAARC) and Assosiation cf Scuth East Asian Naticns (ASEAN).

By following nenaligned pelicy many of the Third Werld states
tcok financial and tertnical assistgnce frem both capitalist
and socialist bleck., withcut subcrdinattng their nzticnal

interests to any surer powers. Thet the UDCs maintain their

political independence is evident fr.m the fact that almost
all of them voted against the Western pcwers in the UNO, espe -
cially on questicns of ccncerning rao-cclonialism, militarism

and racism.



But howfar such attempts have beo»n successful ? It is not
correct to say thet there is no dewelopmont in t''e Third World-.
However the develcpment seoms to be so uneven that it could
not extricate mest of the countries from underdevelopment-
Implementation of plans could noc bring solace te the people
of the Third Voorlde The socalled state spcnsered industriali -
sation did nct bring any expected changes in the 'ives cf the
rcorest of the poere The ccuntries c ntinued to be expleoited
by the multinsti nelse Uependence’ «n feorelrn ca: ital and
technulegy increasede Fer exemple, the US invest ents in Latin
Anme: ica which was $-22,100 millicns an 1970 increased to abcut
£« 39,0 millicns in 1987« letvae:n 19727 and 1979 direct invest -
ments «f .he US banls increosed by six fmlr!-m Fereign debt
rcesition reeched elarming scaqes The aaagregate externsl debt
of develering ccuntries zocmed fr m 707 b.llicn dollars in
1981 to 2 vhipraing 1,170 bl 'icn dollars In 1747« Their debt

18 ¥ te 22 ¥ dus ing this ‘lecade-

to GNP ratios roseup “rom
Interest payments became an important yxc-. .+  According te
Deutsche Bank, the interest exrenditure of 'e 1% highly

in debted ccuntries came to ebcut 200 b.. 1in dollars in the
past five years-1Q In Latin America, ! .. a2n 126" end 1979, the
interest payments swelled cver 20 times i.ee, from 7. 272
millions to §f+ 8,994 !-Jlions-20 The reaction of the Third World
to this crisis is int :restings Some countries socught loans

from the IMF to pay bick the interest. Ccuntries like Guyana,
Trinidad and Tobagc erd Surinam sterted searching for foreign

. 2\
investors .-
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Such state of affairs calls for a scientific edplanatiin-
What has gone wrong with the system ? Why is it thrt the state
in the Third World fail to achieve the much necded self-reliance
in the economy ? low ccome so.many decades of planning cculd
not bring any qualitative change in the lives of the masses ?
Vhat are the obstacles that neod to be overccme to initiate
uninteriupted process of eccnomic dewelopment ? Ils such process
ever possible in the Third World ? These c2re scme of the
questions which require answers frem social scientistggrying
to under-tand the problems of deve lopient in the developing
sccietiese But for us, these questions become iiportant to
the extent tey throw light on the nature of state, its class

character and its dyanmics and limitationse

Here it should be mntioned that with the failure of Western
modernisatiin theorles, ti.e problems of development in the
underdeveloped ccuntries recaoived the attention ¢f many radical
scholars of the worlds Several rediecal development 8]l theorists
came cut with systematic theories <f unlerdevelopment which
while trying to locate the cauSes ¢7 v derdevelopment, presented
alternatives for bringing ebcut develop:. . + Since the scope

of present enquiry does nct permit us te . ¢« 2in the vieve~pc ints

of all scholars, we wuld only discuss the contributions of a

few important schclars with a s.ress on their understanding pf
the role of state in the Third World.
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SOFT_STAIE : Radical Liberal View of Gunnar Myxdal

Gunnar Myrdal was perhaps th» first liberal who made
sincere efforts to understand the Third World by breaking the
self-imposed limitations of liberal frame-works By cpting
for the histeorical - institut.onal perspective - the method
which the bougecis theorists generally refrain, Myrdal tried
to analyse the specificity of the new worlde He .cudied the
dynamics of different instituticns and sccial forces within

the specific instituticnai settings that they inheriited from

thelr predecessors-

Myrdal considers that halt 1in the growth of the indil -
gencus indus.ry and commerce, which 1is the consequence of the
effects of colonial handovers is che of the determinsnt factors
for the continued underdevelopmant of the developing societ”ies-
Economic stagnation, severe populaticn prcblem and existence
of precaritalist social and econcmic structures are cited as
the causes for the pcverty of the peopl!: of the Third World.

In his book, Beyond. the Welfare _State, he cbserves that
despite natiomal planning the fate of the developing ccuntries
did nct changes His search for unierlying casuses lead him

to develop the ccncept of 'scft state's

Myrdal ¢r.ned that in varying degrees ali UDCs are ' s ft

states '

« Ancng other causes, this sp .. fic feature of the
Third World ccnstitute an importsnt ficicr responsible for
the underdevelopment of the Third Worid: VWhat does the term

'soft state™signif; 2 To him the scit state is understood
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to have comprised " &all varicus types of social indiscipl .ne
which manifest themselves by : deficiencies in legislation
and in particular, law cbservance and enforcement, a wide
spread disobedience by public officials on vericus levels to
rules and directives handed down to them, #nd often their
collusion with powerful persons and groups of persons whose

conduct they shculd regulata“-22

In the UDCs , ke:ping in view the aspirations «f the
masses, the policy makers at times enact varicus pcliciles

aiming at bringing soéial transformation of the traditicnal

society. But at the time of impleientaticn, *the policies
becom» so diluted that they fail to bring even moderate changes
in societye Within the Aslian context, he studiad varicrus

pol icies suchas land reforms, ropuletion pelicles and rcts aimed
at imrroving the status of women and dalits: But in all coun -
tries the author finds betrayal of the accerted go-ls that
they themselves ' . to achiever Fcr example, deliberate

delay in legicl.1i on and collusicn of bu:eaucrats with the
land lords ..r. pointed out as the ¢ .ses for the failure of
land ref .r: s in Asian ccuntries like India, Indonesia and
Pakistan- Lack of sod al * discipline, structural linkages

betwe :n the bureaucrats and the econimic elites and rampant

corruption that prevails in all branch: of government result

in social and econcmic stagnaticn-



Why dc things gc this way in the UDCs ? Myrdal sees the
answer in the class charscter of the state- To him, " political
power in the UDCs is held nearly eve.ywhere by previleged groups,
the first rank including big land owners, :ndustrialists, bankers,
merchants and higher military and civil officials"- 23 In this
ruling cligarchy he also places the 'middle class' which is
composed of the professirnals and intellectualss These previleged
sections are in unchallengesble pcsition to prevent implementaticn
of any peclicies that wuld vpset thelr inherited pattern of
scocial relationse Even cfficials and pcliticians entertain
vested interests in preserving the status—-quo: They assume
greater p. wers in such society whe e centrols are not inteqrated
into plaens and the directives fcr their use tend to be vegue and

application beccmes merely a matler of administrative judgement-

Myrdal unhesita tingly asserts Lhat in such ' soft state '
the pclitical, legal and administrative systems are heavily and
systematically weighted agrinst th: pocr masses of these ccuntries-
The states are ruled by comoromises, zccommcdaticn and sometimes
by infighting among vericus gr.upé that constitute the upper class-
As far as the masses are ccncerned, in all the UDCs, they are -.
merely the objects of politics - no*% its subjects: According to
Myrdal, the socalled demucracy in the Third YWrld falled to
organise the majority of the pecple for utilising the political
power to advance its own interects: Naturally, " when that
pressure from below 1s almost totally absent, as in most mest
undefdeveloped ccuntries, we siuld nct L2 surprised that

(cYd wn 22 Po.ﬂe)
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the inequalitarian social and econcmic stratificaticn
from colonial times is preserved and that develcpment moves
in the direction of greater 3maerqua1:lt~.y"-24

What is the way cut of this impasse ? Myrdal'ssclution
would be reversing the present trend - by widening the scope
for popular participation, educaticn and organisation of the
masses, overcoming the values that preaeh status-qup and ending
all kinds of indiscipline and corrupt practices in the socilety-
To sum up, Myrdal exrects soft states to beccme 'hard states' -

as in the Weste'n welfare socleties.

. Myrdal does not se2 underdevelopment as a product of
the crisis of capitalist crisis or of continued exploitation
of the imperialist powerss c¢fccurse, he pcints cut in his
studies the disadvantagecus position in which the UDCs are
pPlaced vis-a-vis the Western powers and criticises the short

sighted policles of the Western world that threaten the interests
of the developing societies« He even expresses his sympathy

for the Third World nationalism+ Howewer, Myrdal strongly fe-ls
that the interests of the developed ccuntries and the developing
ccuntries are complimentary and not contradictcrys To him,
there are two options open to the World - the first being the
international conflict that cculd be permitted to grow to
catestrophic dimensions, ending cur civilisation in calamitye
The other would be to resolve the conflict by a series of gra -
du;al accommodation with..  an d@m tc establish a demccratic

welfare worlds Myrdal prefers the second alternatives Hus
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belief in innate goodness of humanity makes him think that the
western powers can be pressurised to initiate economic policies
that would enable rapid economic development of the Third Viorld
statess He ccnsiders such a policy to be adventageous to the
developed ccuntries also He says, " The stionger they become,
the more the attainment of a new situation of world stability
made possibles The stronger they beccme the mcre they will be
in a position to abstain from policy measures which buildup
resentment against them " 2o
SEMI = FEUDAL STATE : Paul Baran's Enguiry into_Pelitical Eccnomy
of Backwardness -

Amcng the Western sche'ars, Paul Baran belongs te the first
generation of Marxist intellectuals whe tried to acc uat fer
the backwardness of the pcst colenilal sccietiess ‘le locks at
the problem of underdevelcpmant from the pe.nt cf  view of the
impact of imperialism in the erstvhile colonies and semi-colonies-
In one sense, he is the founder «f Dependency schcols However
Baran needs a separate study since he differs frem other dependency
theorists in his apalysis ¢f the prcblems of the Third World
and in his characterisation of the class character of the states

Karl Marx expected that cclonialism wuld work as a blessing
in disguise, in the sense that by shattering the traditional
stagnant societies, cclonialism would crezte a progressive momentum
in the coloniles and semi-colcnies by sowing the seeds of carpitalist
devalopment-26 But Paul Baran observes that western capitalism,

far frem playing a progressive role affected adversly the sccial
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and economic conditions in the UDCs, by intrecduc™ing all the
economic and social tensions inherent in the capitalist order-

The ultimete result was not transplantation of western carital ist
social and eccnomic structures on the backward areas. What
actually harpenéd was superimposition of business mores cver
ancient oppressive structures resulting in ccmpour” e)i:ploit.atfu:wn-27
For Baran, integration ¢f the backward ccuntries into the
international capitalist net-wnrk of exploitatirn leads to a
partial disentegraticn (f pre-cernitalist modes «f prcducticon

and the inccmplete develiopment of capitalist eccnomic and

class structures making the countriles 'semi-feudal'.

Baran attributes the ccntinuing reproducticn of semim—
feudal status of the developing sccieties to the weakness of
the 'middle classes' i:-e+, the indigencus bcurgecisies Having
grownup in countries that inherited backwardness and poverty,
the middle classes could not acquire the necessary self-confi -
dence to play a leading role in soclety« What is werse, instead
of fighting the feudal rule, as in the West, they themselves
started assimilating politicel, cultural and moral values of
the feudal classe Such a tlass can not play its historic rcle
cf accomplishing the anti-immerialist and anti-feudal tasks
of democratic reicluiion+ Rise of labcur radicalism and imminent
danger cf a soclal revelution desircyed the chinces of canitalist
classes-jcining the democratic forces: Apperant cr real threat

of werking class unity forced the middle classes tc comprcmise

with the church, landed gentry and foreign interestss This led
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to the formation of counter revoluticnary coelition in which
" whatever differences or antagonisms existed between the
monopol istic and competitive business, between 1iberal bour -
geoisie and reacticnary feudal lords, between domestic and
foreign interests, were largely subme ged ¢n all important
occasions by the overriding common interests in Staving off

w2

o 8 .
soccialism " . As the popular pressure was m(unt;mq{;p, the

middle classes cemented a new alliance ¢f all conservative

elements which decties wll attempts at reform as assaults cn

the very foundaticns cf soclety-

In a country dominated by such reacticnary cealition all
possibilities of eccnomic development would be thwarted-
Compromise with landed classess will not allow any radic:al
transformation of agrarian structure« Extreme economic
inequalities limits the market potential.ties in the Third
Worlde Lavish consumption pattern of the middle classes and
their blind imitation of the life styles of the feudal classes
drastically limit the savings that can be invested in the
productive activities« Parasitic eccnomic stratum depending on
the service sector and the vested interests obstructing the
productive utilisation of landed rescurces, hinder the possibi -
lities of uninterrupted indusirialisation: In industrial
sector, the industrial entrepreneur respcnding tc the monopolisti
structure of the market involve in production of luxury goods
which invclve import of foreign capital and technology+ As
far as the establishment of busic industries is concerned,
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their responsibility will be vested with foreign multinestionals
who inturn exploit huge amounts in the form of royalities,
interests and prcfitse This relationship breeds ' mercantile
bcurgecisie' whose interests are linked with those of foreign
imperialisme In such socleties, Baran feels that the establish -
mant*state sector also proves tremendous waste since it only
invelves squandering of large sums for the maintenance of

sprawl ing bureaucrecies and the power of 'comprador bourgec :'L:;ie'29

Baran thinks that there are possibilities of reverting
such trends if the state takesup certain necessary responsibi -
lities. If it can impose progressive tax system to check the
inflationary tendencies by el iminating non-essential consumption,
create the infrastructure necessary for the development of
industry, provide technical educaticn tec the people, impose
rigorous ccntrols over speculation in scarce grods, excessive

prof iteering and then prevent capital flight, then it will

accomplish radical change in the structure of effective demard
in the UDCs+« However, Baran fezls that the state machinery
manned by incompetent and corrupt officlals can not takeup this
taske Evenif policy makers announces blue prints of progreesive
measures suchas agrarian reform, ejquitable tax legislation,
their structural linkages with the dominant classes will sabc -
tag%:he strict enforpement of the policies+ As Baran puts it,

" Setup to guard and to abet the existing property rights and
previleges, it can not become the architect of a policy calecu =~
lated to destroy the previleges standing in way of economic



prcgress, and to place the prcperty and the inccmes derived

frcm it at the service of society as a whcle u 39

Given the cilrcumstances, hcw can these ccuntries ccme ocut
of backwardness 7 Baran se:s very little possibilities of capi -
talist development in the UDCs: Yet he attributes important
role to the national bourgeoisie in decliding the fate of these
statess To him, the possibilities of develcping indigencus
capitalism under conditions f underdevelopment depends cn tha
eccnomic and political strength of the naticnai brurgenisie,
on the quality of its leadershin cn its determination to dislodage
the feudal and comprador elements from the position of dominance,
ofi the intensity of the resistance o¢n their part, and on the
extent to which the internaticnal constellaticn rermits tlie
eliminaticn or considerable weskening cf the suppcrt given
to these strata by the wrld's imperialist pcm\rers“-::1 In other
words, " which way the historical wheel tirn and in which way
the crises in the backward countries will find its final scluticn
will depend, in the main, on whether the capitalist middle
classes in the backward areas and the rulers of the advanced
industrial nations cf the world, overcome their real fear or
myopias« Or are they too spell bound by their narromly ccnceived
self ish interests, too blinded by their hatred of prcgress,
grown so senile in these latter days of the capitalist ages as

to commit suicide cut of fear of death "-32



- 28 =

. . i . - - .

Though Paul Baran is considered as the father of the Depen -~
dency schocl, it was actually in the hands of Andre Gunder Frank
that the Dependency thecry blossomed into a theoretical frame —
work which cculd subsequently attract many intellectuals in and
arcund Latin Americar Frank and Baran do not have any dispute
on the question of dependency: But Frank differs from Baran
in his analysis of internal economic structure of the UDCs-
Whereas Baran considers that backwardness of those countries
is to be attributed to semi~-feudal charscter of these states,
A-G<Frank belleves that once the metrcpolis - satellite relation -
ship is established, then the internal structure of the peri -
phery alsc tend to acquire capitalist features. Baran attributes
underdevelopment to the difficulties involved in t ransition

to independent capitalist development in the periphery. On
the centrary Frank asserts that there is no scope of escape

from underdevelopment within the framework of world capitalism-33

Frank's theory of urd erdevelopment is based on three
hypotheses @
1« " Underdevelopment is not due to the survival of archaic
institutions and the existence of capital shortage in regions
that have remained isclated frcm the stream of world history-
on the contrary, undercevelopment was and still is generated
by the = very simple histcrical process which also generated
economic develcopment : the development of cepitalism itself ".
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2. " The satellites experience their greatest eccnomic develop =
ment .-+ if and when their ties with their metrcpelis are

weakest " -

8. " The regions which are most underdeveloped and feudal - -
seeming today are the ones which had the closest ties to the
metropolis in the past "«>7

According to Frank the same process which brought develop -
ment in the metropolils is also responsible for thg&ievalopment
or the development of underdevelopment in the satellites: on
the question of reproduction of dependence, Frank 1ike Baran
argues that the centurles of close assoslation with the metro -
polis leaves the satellites with economic and class structure
which is characterised by differentiation in income distribu -
tions The market structure, formed as a consequence of this,
forces the native industrialists to ' : opt production of luxury
gocds, leaving the basic industries to fcreign entrepreneur-

It leads to greater dependence cn the foreign capital and
technology and throws the country inte the vortex of a host

of econcmic problems suchas severe balance of payments, absole -
scence in production, underutilisation of productive capacity
and huge foreign remittances in the form of profits and roya -
lities - all these leading to further dependence cn the
metropolis+ Such dependence makes the UDCs subservient to the
desires and preferences of the industrially advanced nations.
The result is that each tortured inch of industrizl advance
becomes a giant step backward-



The ideas of Frank are further developed by intellectuals
like Dcs Santes, FeH:Cordosc and E:Falettos Des Santos considers
that the historical forms cf de~endence are conditicned by
1) the basic forms of the world eccncmy which has its cwn laws of
development, 2) the type of eccnomic relaticns dominant in the
copitalist centres and the ways in which the latter expand
outward and 3) the types of relations existing inside the peri -
pheral coun*ries which coerce them to the status ¢f dependent
nations within the world capitalist order. ° Dos Sentos distin -
guishes different types of reletions of dependency - colonial,
industrial - financial and industrial - technological. Like
Santos, Cordeosc and Faletto also emphasise the diff~»rences and
and discontinuities between different types of dependency and

f
between the internzl structures wrich result frem them-aJ

Thcugh there are scme differenres amcng the D .pendency
theorists on certain aspects, all of them stress the role of
local elites in the transfer of eccncmic surplus from the peri -
phery tc the metropoliss All these classes sharing the state
power in such countries are called by Frank as 'lumpen bourgec isde'.
When he calls them, 'lumpen' he does'not mean that in the UDCs
there can be bourgecisie which caa be naticnal but not lumpen-
| He considers entive national bourgEoisie in the Third Vorld
as lumpen, since none of them can disentagle the naticnal eco =
nomic good from their cwn interests: Infact all these sections
are benefited by perpetuation of such lumpen development-
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The Dependency theorists see that the structure and
compos ition of the ruling coalitipn are determined by the
particular forms that dependency relations take place in course
of eccncmic developments Accerding to G rdoso and Taletto,
in all developing but dependent countries " social structures
reflect the double edge of the eccnomic system : its external
links and internal roots+ Social dyhamics and social conflicts
express both kinds of interests and pressures, those that
derive from external influences and those that are national "~
In Latin America, almost from independence to the beginning
of 20th century traders, merchénts, financlers and groups suchas
latifundistap, agricultural capital.sts and mine owners consti -
tuted as ruling coalition under one or the other hegemonic class-
It was in the first three decades of the 20th century that
the industrial bourgecisie made their app~arance felte Even
during this transitional period, the ruling coalition remained
tied to the export sector+ However, between the depression
and the end of the II world war, when the ties with the metrc -
polis were weakened and the necessity of import - substitution
arose, attempts were made by the populist regimes in different
Latin American ccuntries to bring about rapid industrialisation.
During this period, as a consequence of development and
consolidaticn of the state sector, the industrial bcurgecisie
also strengthened its positions By the 50's it became a strong
faction within the ruling ccalition = at times dominating even
the landed aristocracy and export enclavess C



The Dependency thecrists gave considerable impcrtance to
the role that the state plays in such countries in mediating
the interests cf different classes and class facticns of the
ruling classes+ With the development of bureaucracy, military
and technocracy, the dynamics of state became more complicated-

The state plays a major role in perpetuating the dependency-

Different policies . of tha government suchas liberalisation
of controls for capital and intermediate goods, repeated currency
devaluation and halt #n agrarian reforms are cited to point

cut how the state is involved in promoting the lumpen deve .
.1c:pm¢mto39 Though the role played by the public sector in the
industrialisation of the Latin American countries is recognised,
the Dependency theorists argue that in the post-wor pericd,

the public sector became subservient to the interests of the
multinationals: They however accept that dependent development
does not take place in a smooth mannere It occurs threough

fricticns, accords and alliances between the state and the

vast sections of the people worst affected by this development-
Cordoso and Faletto point cut that in order to ciunter the

popular opposition, now becoming more and more . strong in the
Latin American countries, the states are expanding and forti -
;fying themselves by having recourse to repressive and anti- -
people policies: Under the given conditions authoritarian
forms of state become the only alternatives for the national
bourgeoisie to continue its domination i
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In such conditions where the state and the national
bourgeo-sie are involved in fostering dependency and under -
development, the dependency theorists do not find any scope
for independent capitalist development in the Third World-

The ¢nly alternatlve thet Frank suggests is radical break
with imperialism and immediate transition to socialism through
anti~-imperial ist socialist revolution: While attempting to

find cut the principal enemy, Frank asserts that, " the imme -
diate tactical enemy is bcurgecisie itself ««e«« insr-ite of the

fact that, strategically principal enemy is imperial ism iy %

ANTL-IMPERIALIST STAIE i Expectations of the Bussian Marxists :-
During the Stalin pericd, the Soviet thecreticisns believed
that the independence gained in countries like India under
bourgecis. . or petty-bourgeois leadarship would chly be formal
and that such countriles cculd not but act as the puppets of
thelr erstwhile colenial powers: However the Soviets gradually
began to realise that the dynamics of the Third World can not
be seen in such simplistic terms: The first Aslan Congress of
1949, Korean and Indonesian crisis and the Bandung conference
of 1986showed that the developing countries like India can
play a positive and independent role in the world despite the
fact that they may not be proletarian statese¢ After seeing
all these events the Russian Marxists who earlier characterised
the newly emergent states as lackeys of imperialism, started
painting “them __ as " potential anti-imperialist forces in
the world "+« The dynamic roles of the countries lile India,
Egypt and Indonesia made their party ideclogues realise that
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it would be a grest mistake to minimise the - histurical
significance of the process of decompositicn ¢f the colonial
system only because it has brought in its wake non-social ist
states: Whatever be the form of naticnal liberation of the
colonlies and semi~cclonies might be, this liberation is a
great blow to imperialism and consequent!y, necessarily

does not strengthen, but weakens the world caritalist system-

In the wake ¢f development of this new paradigm, many
Soviet scholars beg,n to compretend the role of state and
classes in the developing societies+ Unlike their Chinese
ccunter parts, the Soviet scholars undertook sterncus empirical
surveys to understand the specif icity of the state in the UDCs.
They argue that due to differen@es in correlation of class
forces in developing societies, ruling classes mey differ
from one country to another- The Scviet scholars themselves
identif ied that there are national bourgeois statzs, bureau -
cratic bourgecis states, bcurgecisified feudal states and states
where the state power is jcintly shared by the bourgeoisie

and landlords. %>

Like many other developmental theorists, the Russian
Marxists stvess the impact of the iimperialist exploitation
and the ccnsequences of unequal status that the UDCs enjcy
within the world imperialist systeme+ In addition, internal
factors suchas the existence of cutmoded prcducticn relations,

low development of prcductive forces, lack cf adequate capital
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and shrinking internal market are identified as the factors
responsible for the backwardness of the developing sccieties:

In shert, foreign imperial ism, internal precarital ist elements
and the local elites ( big brurgecisie / feudal lords / tribal
éhiefs) allied to foreign imperialism are generally cited as
obstacles to the path of development in the Third Vrlde Russian
believe that there eare rossibilitims of ccnsiderable economic

development in the UDCs, if the state power 1s uvsed to destrcy

the cutmoded prcduction relations, dewelop productive forces,
mobilise internal national rescurces, free the economy frem
the control cf the foreign moncpclies and broaden the internal
market by generating industrialisation and agrarian reformse
Soviet theoreticians attribute positive role to the public
sector. As V-VeRymalov puts it, " state sector in industry
and other branches of the netional econcemy of the f ormer colonies
and semi-colonies is the decisive instrument for attaining the
economic aims of the liberatione.- Its all rcund development
is designed to create the strongest possible progress n, 44
Development of state sector and nationalisaticn «f private
industries are considered as progressive steps having anti —
impetial ist and anti-m-nopcly characterstics. Further the
Soviet scholars reccgnise that it is not pessible to undertake
such massive developmental progrzmmes withcut having necesszry
technological develspment and financial helpe So they see
the necessity of dependence of the UDCs on foreign capital

and technology+ Though such dependency gives an opportunity
for the neo-colonialist exploitation, the Soviet Marxists
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argue that by taking advantage of the presence of the socialist
biock, they can utilise the foreign capital and technology for
their own advantage without sacrificing their pclitical intle -
pendences Close ties with the socialist block and mutual
economic interdependence oi the countries belcnging to the

South, are cited as external prerequisites fcr economic deve -

lopments Hence the Soviet thecreticians place nonal igned
movement ¢n high pedestral and claim themselves as its natral
allies.®

Depending on the attitudes thal different states take on
questions relating to the implomentation of the tasks ahead of
them, the countries are designated as proaressive or reac =
tionary+ Based on the path of development that they opted
and foreign policy they adopt, the Third World is classified
into the capitalist. oriented and social ist oriented ccuntries.
All countries which have taken the cepitalist path ¢f develop =
ment are included under the category of cap_ ital ist oriented
countries+« State power in these ccuntries may be with the

national bourgecisie or bourgecisif ied feud~l lords or the

proto-bourgecis sectionse Sovist theoreticians argue that
other than c:cuntries where the national bourgecisie is in

power, radical reforms necessary for econcuic self-reliance
can not be implemented prémerly+ In these countries land
reforms fail due to opposition from the landloids and bureau =
cratss Potenti:litles of state ccuitalism can not be realised
properlys In most f these countTles, the state -ector

bows down to pressures exgrcisad by the private capitalists



and foreign imperialists-‘w Due tr weak industrial base and
lack of diversification in producticn and exchange, the process

of development initiated in those ccuntries become susceptible

to the pressures of unjust internaticnal eccnomic order-

Parellel to the capitalist criented couhtries, the Scviet
Marxists believe, there are socialist criented countries which
follow non capitalist path of developmente Such ¢ untries
identif ied by them include Algeria, Tanzania, Mozambique,
Guinea Bissau, People's Democratic Republic of Yemen, Augolsa
and Afghanistan: In these countries, where the bourgeoisie
is weak, the state sector domin-tes the industi. 1 sector-

In many of these countries, 70 tn 90 percent of total indu -
strial product is attributed to the public sector- In the
main, land reforms are si.rictly implemented and many foreign
firms are also nationalised: The state in these countries gives
considerable importance to the social welfare activities suchas
education, hcucing and health care+- Russian schclars bed ieve

that these steps could be possible cwing to the presence of

working people and peasants in the state power of these na ions
which declare socialism to be their ultimate goal: Inspite of

these progressive attributes, th~ Soviet Marxists accept that
there are reactionary forces in these ccuntries trying to capture
the state power and then reverse the process of developmmt-48
However the Russians think that if the states adhere to the

same path, these cocuntries could gyustpin uninterrupted develop -
ment yaithout the becoming victims of all those economic crises
“that impede the development of the cepitalist states-



Finally it should be mentioned that the Russians consider
that all Third World countries - whether socialist oriented
or capitalist ones - are unconscious vehicles in achieving
World socialisme As NeA-Simoniya puts it, " Given this
situation the development and certain degrees of capitalist
relations in some countries does not at all imply "reiuvenation’
or strengthening of world capitalism: The ]iberated countries
not only are not a source of reserve potential for the last
exploiting system, but bring new contradictions intc capital ist
and complicate and aggravate the old contradicticns ... (A1l)
these contradictions heighten the possibilities of the

revolutionary alternative " i-e+, revolution-

ANSEARCH OF A THEORITICAL FRAMG-WORK ®

In the context of peculiarities of socio-economic conditions
in the Third World, we have sofar reviewed different inter -
pretations of the role of the state in the economic development
of these backward societies: Different authors threw light on
different aspects related to state, classes and economic
prospects in the Third Worlde Though there are sertain points
of similarity here and there, the authors seem to entertain
competing and at times even ccnflicting views about the na ure
of the state and the ruling classes in the developing socle ties-

In one sense, these differences are the products of the paradigms
within which they happen to see the problems of the UDCse

Hence critical evaluation of these paradigms become necessary
Bo develop a more meaningful and corprehensive Marxist Leninist



frame-work for the study ¢f the nature and = dynamics of state

in the developing countries-

Gunnar Myrdal cffers an ' institutirnal theory ' that

analyses the economic structure and living standards, agri -
culture and industry, social stratificaticn and ide-logy -

not as separate prcblems but in their totality and inter -
connection* He even reccgnises the reascticnary role of the
dominant classes within these ccuntries and the impact of
centuries of imperialist explcitatione However . soluticen.
he offers 15. not uncompromising struggle agzinst imperialism
and vested interests within these nations« Like all humanists
he believes in the possihility of reccnciling the interests

of different classes within the countries and .lso the conflicts
between the UDCs and imperialists, through a gradual process of
mutual understanding, reconcilietion and accommedaticn+ But
the logic of historical prccess of develcpment makes it difficult
toredlisec Myrdal's myth of 'welfare wrrld's

Paul Baran correctly understands the histeric limitations
of the ,bou;geois_ia of the developing socletiess He understands
that in an era of imperialism and prcletarian reveclutions, the
bcurgecisie can not but campromise' with foreign imperialism
and local feudalism+ However his attempts to gen eralise the
causes for underdevelopment as jcint emploiteticn of capitalism
and feudalism, his innate belief in the progressive character
of capitalism even in this era and the decisive role that he
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assigns to the national bourgecisie in directing the course of
development need a second locke He prefers socialist alternative.
But what is the course of revelution he propcse - anti capital ist
socialist revelution or pecple’ s democratic revolution where
even the naticnal boirgecisie beccme allies in the revolution ?
It seems, he considers thet at this stage of development semi - -
feudalism and imperialism are the main enemies - nct the naticnd
bcurgecisies He ccmes to this conclucion by his analysis of the

stage of development of eccnomy in the UDCs.

A.G.Frank, by defining capitalism as production for profit
goes o another extreme of characterising all dependent relations
in t he Third World as capitalist relations. He thinks that
the national bcurgeoisie of the Third World ( He calls them as
'lumpen bourgeoisie ) can never escape.dependent relatienship
because of its specific relrtionship with the world imperialist
systeme Like Trotskites, he sees anti~-capitalist socialist
revolutions as the only soliLtions left for all developing nationse
It may be true in case of a few Asian and Letin American countries
where the state power basically lies with the capitalists. But
this solution does not hcld good in ccuntries where inspite of
considerable capitalist development the state power still lies
with the feudal lords or compradeor bourgec isies He makes the

same mistake as his counterpart, Baran in determining the present
stage of revolution in different countriles of the Third World.



The Soviet scholars are better irnf ormed, in the sense that
they understood the peculiarities‘cf the developing societies
and did not generalise the class character f the stzte and
stage of develcpment of eccnomy: Thriugh systematic empiriecal
work, they argued that the classes which came to state power in
the Third World differed frcm cne state tc anothere« The Soviets
see the prospects cf development ¢nly in tw sets of ccuntries -
progressive national bourgec is states and states with sccilalist
orientatione Hcwever, complete eccnomic independence is
possible only in socialism - a goal which will be accepted by
all developing countries scomer or later by follcwing non-capi -
talist path of development. 1t is surprising however to note
that inspite of their recognition of differences in the class
characters of thestates belonging to the Third World, the Bussians
point out imperialism as the main enemy and prescribe national
or people's democratic recolutions as the present stage of

revcluticon for all developing ccuntries.

Though all the analyses reviewed sofer give usseme under -
standing of state, classes and economlic develcpment in the
Third World, the dialecticel interacticn between these categories
are not properly established- Ther; seems tc be 2 tendency
of reducing cne structure to ancfher - without comprehending
the relative autonomy that wach étzycfure or soclal force has
visea-vis other structures cor social ‘forcess Ignorance of

pluralities of the socio—ecdnomic structures of these socleties



make the schclars generalise their experience of a grour of
countries to the entire Third World. Attempts to comprehend the
complexities of the social formation in the Third World within
the regid framework of concepts developed inthe context of

the western societies cannct make any head way. Take the instance
of classes in the Third World: In some countries, the classes
are still in formative stages: In some other states, thcough

the classes are well-developed, their members are som:ch
influenced by cther pre-capitalist structires like castes, tribes
and religicns that it beccomes very difficult tec judge cne's class
character by the apparant ideclogy+ To put it other way, a
bourgeois in the UDCs behaves not only as & capitalist but also
as a man belonging to a particular c.=‘-ste, tribe or religicn-

How to characterise the role of such pre-capttalist structures

is again a problem- Wheréas these structures are cbstructing
the capitalist path of development in certain ccuntries, in

many others, they are coo ted in sucha way that they play a
complementary role in development: For example, religion as

an institution might have bé(.ome an cbstacle to develcpment in
ccuntries like ~ « Bhutan and Nepal but in countries like Iran
religious nationalism led to implementation of many radical
reforms. Finally, cne need to say éhat there is no eye to eye
relationship between the class character of the gate and the
economic role that it plays- The::e are semi=feudal or bougeoisi~
fied feudal states suchas Nepal and Saudi Arabia where the
ruling feudal elites were compelled to init iate capitalist path.
on the other hand, one can find predominantly capitalist states
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like Brazil and Pakistan compromising with feudal and seii - =

feudal elements in their countries-

In view of these multiple complex relationships between the
classes and the states, classes and other soclal forces and
the base and superstructure in the Third World, ¢ne shculd
stop generalising abcut the nature of - state in the developing
societiess« It however does nrt mean that one shculd nct totally

ignore the features common to all developing nations+ What

is to be stressed is the study of each Third World countries

in all its specificitles and its interrelationship with the
generals Developing and perfecting the ccncepts suchas classes,
class interests and ruling classes beccme necessary- In addition
a meaningful political disccurse on the nature of state requires
arriving at consensus about meanings assigned to terms suchas

' comprador state', 'semi-feudel state' or 'independent national
bourgecis states's All these guidel ines would be kept in mind

in develcping an analytical frame-work for the study of the

nature and dynamics of Indian state-
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A CRITIQUE OF T}E DOMINANT

MARXIST INTERPRETATIONS NF THE INDIAN STATE

INTRODLCTION_ :

Complex problems involved in the study c¢f nature and
dynamics of state in the Third World have been highl ighted
in the first chapters While analysing the characterstics
common to all the developing countries, it was pcinted out
that the nature of the state in the Third Vorld shculd not be
generalised+ Since the classes which attained pol itical power
after the eclipse of coloninl rule differed frem one state to
another, the Third World exhibits different forms of state-
This pcint shculd not be overlocked in the sti.dy of nature
of the post-colonial state in India. Indio being a part of
the developing world, dynamics cf the Indian state can not be

fit into the frame-work that is usually provided to the study

-

of the state in the Western cepitalist societlies+ At the same
time, it should also be stated thet apparant similarities
should nct tempt one to reduce the nature f indian state to
some fixed model uilt on the basis ¢f study of one or

‘few underdeveloped countries. Since its -ccial structure,
economic de' 2] opment and political history 'ave their own
specifici.ics, the Marxists interested in comprehending dif -

ferent dimansions of Indian state should make concrete analysis

of the concrete situation in Irdia-
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Indian Communists arz cfcourse aware of these basic tenets
of Marxist Leninist method of enquiry: But scme hew evenafter
40 years of independence, parties and persons claiming them -
~s¢lves communists could not come to a single accepted conclus ion
about the class character of the post-colonial state in Indiae

A lay man interested in kncwing tne Marxist view-point would qet

confused to see competing and often conflicting interpretations
of Indian state: Since it is c¢bviocus that all interpretations
can nct be true at one point of time, it becomes necessary to
evaluate all those interpretations on the anvil of Marxism
Leninism inorder to examine whether or not any of the existing
analysis comes near to Indian reality+ Though we would 1like

to reflect on interpretations of all parties1 and perscns
claiming themselves Marxists Leninists, due to limitatl ns of
the study, we would be 1imiting curselves to the study of the
contributions of cnly traditional cemmunist parties vize., the
,Conm:r?ist Party of Indi: , the Communist Party of India {Marxist
and the Communist Party of India (Marxist Leninist) and also
the works of certain academic relative autonomistss While
reviewing the interpretztions of these parties and academlcs
wherever necessary, their methcc:.~gical fallacles and concep -
tual inadequacies would be pcintad out and possible alternative
exploreds At the end of the cha ter, an attempt may be made
to develop a more meaningfuvl ana 4.alectical framg-work for

approaching the problem of Indiar s:tate-
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i .

Diverse interpretations given to the Indian state are not
to be attributed to the breazkup of the united Communist Party
of India- Even when the ccmmunists were united the party could
not stick on to cne single view of Indian state« Though all
of them express their allegience to the theoretical document of
1951,2 the interpretations given to this line changed in course
of times The Madurai Congress of the united Communist Party
convened in 1953 endorsed the Party Prcgramme of 1951 which
characterised the Indian state a2s a semi~-feudal and semi ==

colonial state-3 But this kind of interpretation could not

explain many of the post 1947 deve'opments in India. For the
communists, the dynamics of the Indian state, especially its
foreign policy remained a hard nut to cracke Unable to digest
how a semi-feudal and semi-colonial state cculd follow an
indpependeng foreign policy, the Delhl meeting cf the Central
Committee gave an argument ti.t it is possible for the Indian
stateto adopt an independent fcreign pnlicy since the influence
of the national bourgeoic.e .n the Indian economy, and over the
government and the st .o was on the increase-4 The next congresa
held at Palghat in 1926 characterised the Indian state as

" Jandlord bour.ecis state in which the bourcacisie is the
leading force "-5 Though the basic strategy «f anti-feudal and
anti-imperial :st democratic revolution was not changed, the
Communist party then stopped calling India a stccge of imperialkm.
Such. changes wi thin the united communist pa.ty z:e in a sense
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inevitable consequence of lack of homogenity among the
members of the Partys Bipan Chandra's article, " A Strategy

in Crisis" has clearly pointed cut tre diverse view points
held by different grcups witnin the united cemmunist party-
Their differences on questions relsted tc the nature and
dynamics of Indian state have subsequently got menifested
with the breakup of the united commnist party into CPI(M)
and CPI(ML).

Before judging whether the method of approach adopted
by the different communist parties and the conelusions to
which they have come are in accordance with the basic tenets
of Marxism Leninism, a brief study of their analyses of the

state and the ruling classes in lIndia becomes necessary-

CPI : Natiohal Beurceois State -

The Communist Party of Indic (CPI) hes been characterising
the Indian state as a Naticrial bourgeois stater After the
br eakup Sf the united cocmmunist party, the CPI openly endorsed
the 20th Party Ccngress of the Communist Party of Soviet Union
(cPsU ) which saw the possibility of peaceful transition to
socialism in ccuntries like India by fcllowing ncn-capitalist
path of development. Kruschev's zt' mpts tc see an element
of progressive nature in national bcurgecisle has profoundly
influenced the thecreticians cf the CFl. It was contended that

because of their participetion in tr: anti-imperialst struggle,

certain sections of the bourgeoisie 'zve become progressive in
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their ocutlook and practicer 1t is because of their presence in
the state power that the Indian state has been able to tak eup
many progressive steps: It seems, according to CPI the clgss

of nationalist bourgecis does not include m nopolists who tend
to compromise with feudalism and imperialisme The CPI opines
that though the mcnopolists exercise porerfud influence over

the policies of the state, the Indian state as such is not
dominzted by the private moncpolists. The leaders of the CPI
argue that the public sector has developed to such an extent
that no individual mcnopolis* can excel the state sector either
in its size or sccpe of its ectivities: Because of this advan -
tage the CPl believes that the natiocnal bourgeois state can
take up many anti-mcnopoly measures, praovided it has a politicad
will to do 50-8 Te the CPI, governmental policies like nationa -~
lisation of banks and indus tries, development of public sector
and enactment of measures suchas MRTP Act are anti~-moncopoly in
their contente Their leaders consider that if the state has a
political Will, then it can nationalise all monopoly corganisa -
tions. Similarly, in the nonaligned foreign policy of the Indian
state, the CPI sees anti-imperialist end pro-s.cialisf. gcontents
_;l‘pe CPI leaders think-that the development (¢ the public sector
with the .S'o.:i-:-t. aid. would peip the state to “ight both the
internal mecnopolies and foreign imperialist.- The CPl accepts

that the land reforms initiated by the stiiz led to the deve -

loprient ofcapitalism inagriculture thecugh :rey say that there

are still vestiges of feudalism here and tiere- Their bel ief
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in the progressive character of t e natlonal bourgecisie make

them give a c4ll for 'Nationa) Demccratic Revelition' directed
against feudalism, imperialism and monopol ies- They believe in
peaceful transition to socialism thrcugh nen-capital ist path of
development-g The national beculgecisie will be an ally in such

revolution- 10

Such understanding of the CPl may tempt one tc make certain
observations: Though the CPl's ccncepticn that the Indian state
is a state of national bourgeoisie may be accepted, their
arguments that scme sections of the national bourgeoisie even in
this erz of imperialism can remain consistently progressive and
that they can be made allies in the revolution seem to be
against the fundamentals of Leninism+ Again, whether capitalism
has run its full course or nct, is not Trelevent to the question
of revolutione Aslernn sas, " Tho basic question of every
revolution is that of state power L Further elaborating this
point, Stalin observed, " In the hands cf which class or which
classes . is state power ccncentrated, which class or which
classes must be cverthrown, which class or which classes must
take power such is the main questicn «f every reveolution ", 12
So, when the CPI accepts that the natl ~al bourgeoisie has come
to power, then according to Leninism the national bcurgecisie

must become the target of revolutione Surprisingly the CP1
» said that their National

Democratic Revolution has no relevance o India+« Lenin's
-y opment in backward

makes it an ally+ Further it may alsc -

conception of non-capitalist path of de
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countries with pre-capitalist modes of ,ﬁroduct.ion". is not
applicable to India which has already witnessed considerable
development of capitalism and given birth to the classes of
bourgeoisie and proletarist. Further it is not desirable to
make distinction between the naticnal hourgeoisie and mono -
polies, since in reality, moncpolists also become a part of
the national bourgecisies The government policies 1ike
nationalisatlon of banks and industries, development of public
sector and the peolicy of nonal ignment are nct indications of
anti-monopoly character cof the Indien state; al}l these activi -
ties are necessiasted by the general interests of the capitalist

class, of which the monopo!ists form an important segmentes

CPI (M) ; landlord Beurgeois Staie:-

The CPI(M) views the Indizn state as " an orgsn of the
Trule of the bourgeoisie and landlords, led by the big bourgecisie
who are increasingly collaborzting with foreign finance capital
in persuit ef the capitalist path of development n, 14 Af ter
1947, the state power in India has been captured by the big
bourgeoisie in collaboration with the landlords. The big
bourgeoisie being reactionary and compromising in its nature,
the Indian state has failed to accompli-h the tasks of
democratic revolution which invelve el iminetion of the feudal,
semi~feudal and imperialist elements in India« Though the
CPI (M) theoreticians call India & nat: : state, they avoid
naming the big bourgeoisile as national ! 1 'geoisie+ Reacting
to those who characterise the Indian stzie 2s a state of the

national bourgeoisie the CPI (M) circles us%, " How is ‘it
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that we have a state of the bourgecise and all its policiles
only lead to the further strengtliening of foreign mcnopol ist
position on the country's eccnomy ?.++. Why is it that feudal
and semi~feudal relations in land have not beesn abolished ?

Why is it that the policies of the Corgress rule are directed

to pauperising the general mass of peasaniry ? +++ How is it
that in this whole period of independeiice it is the big mono -
poly houses that have amassed riches while medium and small- -
scale sectors have been pushed intoc the crisis after crisis ? s«
Is this the consequence of a state of the bourgeoisie cr ¢f a

15 Their inference is clear -

state led by the big bourgecisie ?"-
all such things will not happen in & national bourge is state,
therefore Indian state is conly a state of the big bourgeoisie-
Tc overcome this state of affair, the CP1 (M) gives call for
People's Democratic Revolution by which they mean e.sentially
an agrarian revelution directed against feudalism, imperialism
and big bourgeoisie+ The rich peasants and the broad minded
national bourgeoisie can also be allies in the revolutionary

16
front directed against .the main enemies-

~ Now let us examine how much Marxian is this interpretation
of Indian stater Firstly, one may say that the cheracterisation
of any state simply as a land-lord bcur o is’ state headed by
the big bourgec - le is thecretically in doquater The CPI (M)'s
position does nct clearly explain whether by 'landlord' they

mean feudal lords or capitalist lendownerse In unzny of their

making in-roads inic agriculture- Stvly of Lheir party docu -



ments shows that the landlords (class enemies) and rich peasants
(class allies) do not have any qualitative differences except
for the fact that the landlords hcld mere acres of land-m
However from their saxing that the landlords emplcy wage
labour, use modern technology aad prcduce for market, cne
can infer that the landlords are basically " the landowners
who hzd become bourgeoisie "-(Lenin's expression). Similerly
the CPI (M) does not clearly say whether the native bourgeoisie
is national '._o.'r comprador in neture: Yet their characteri -
saticn of India as a nation state and their statements about
the contradictions between the native bcurgeoisie and imperia -
lism drive cne tc the cenclugich thet the bourgeoisie cén nct
be anything but nationale As i; explained in cur reflections
on CP1's position, it is wreng to make distinction between
the big bourgeoisie and non=big bourgeoisie and then brand cnly
big bourgeoisie as a reactionary force compromising with
imperialism and feudalisme Even Prabhat Patnaik, kncwn for his
CPI (M)'s feanings admits that nct simply the big bourgeoisie,
even small monopo! ies also collaborate with foreign firns,
ofcouTse with the aim of competing with “he big bourgeoisies
Finally the question whether capitalism has mgured cr nct is
not a criterion to judge the £ate ot revolutions If it is
accepted that the national bourgeoisie .s in power, then no
matter whether all other tasks of democrz tlc revclution are
completed or not, the next stage cf revoluti-n in this era of
imperialism should be anti-capitalist socialist revclution:



Answering to Utsa Patnaik's c:iticism]g Paresh Chatopadhyaya
rightly observes, " The staie of developmen®t of capitalism in
Russia did not qualify her for social ist revolutione VWhen
Lenin, in his Aoril Theses advaced the thesis of transition

to soclalist revolution, it was not because Russia's capitalist
development had suddenly taken a qualitative leap but because
through the events in February the bcurgeoisie had assumed
state power: in Russia..«. To put the matter schematically,
Lenin based his arguments not so much on eccnomics as on

politics'"zo

GPI (ML) : A Sami-colonial and Semi-feudal Stite -

The Naxalites are ncw no more homcgencuss Their parent
party, CPI (ML) has now got divided and redivided into several
factions and groupse However even now, almost all groups
inspite of many tactical differences, still hold on to the view
that India is a semi-feudal and semi-colonial state which has
not even gai;ed political independencer According to them the
fear of revolutionary upsurge of the common masses forced the
bourgeoisie and its political party, the Indian National Congress
to come to an understanding with feudal ism and imperial isme
Except for the fact that the political power has changed from
the hands of the Brigish lords to the [ 'ovm lords there have
heen no basic changes in any sphere aft:: 1947+ To put in
words of T.Nagir .ldy whose wcrk, imu_z*_;;mm is accepted as
an authority Ly nany of the Naxalite fecticns, " the character -

stic features (f new government in name c¢i ..dependent India



was continuity of the old reqjime, of the social and economic
order, the same administrative mschinery of Imperial ism,

the same bureaucracy and the police “_Zz The reforms intrc -
duced by the new government " have not changed the founda -
tions of the Indian society in geﬁral and the ruling classes
in particular .--- There is no change in their fcundations of
power "-24'According to the extremist factions the state
pcwer in India is shared by feudal lords, imperialists and
comprador bourgeoisie-«. Thus they basically stick on to 1951
Party Programme of the united CPIl which considered destruction
of feudalism, distributicn cf land to the landless and tenants
and achievement of complete and real freedem for the country

as the primary objects of the present stage of rch]ution-24

Since the CPI(ML)'s thinking has powerful impact on most
of the leftist intellectuals in India, one can not ignore the
necessity of making general reflections relevant to the
Marxist-Leninist conception of state and revolution. Firstly,
ocne may takeup the questicn whether the Indlan state 1is politi -
cally independent or note The Naxalites influenced ‘unconsciously
by the logic of Dependency school generally show eccnomic facts
to argue that the Indian state is dominateu by the imperialists.
But according to Lenin the question whetier tie muestion whether
the state is a semi-colony or not is basically & prditacal one-
In the words of Lenin, " Self determination «~f naticns means
the political separation of these nation: £1om alien national
bcdies and the formation of an independen? natisn state o 2

Criticising Rosa Luxuuw. rg's conception that due to the increasing
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penetration of the imperialists in Poland and cther Balkan states
there is nc possibility of these states emerging as nation
states, Lenin ccrrectly pointed cut, " For the question of
political self determinaticn of nations and their independence
as states in bourgeois society, Rosaluxumburg has substituted
the question of their eccnomic dependence ™« 1t is precisely
what the Naxalites in India doe. It may be true that India is
economically domineted by the iuperialists, but it has no
relevance to the question of emergence of India as a nation
states It is wrong to consider that cnly in semi-colonies

the foreign capital can penetrate: To quote Lenin, " finance
capital is such a great, such a decisive force in all eccnomic
and in al%ﬁnternational relations, that it is capable of
subjecting and actually does subiect tc itself even states
enjoying the fullest indenendence 19,426 out ¢f their own neces -
sities, at times pclitically independent states alsc depend

on the metropolitan bourgecisies "™ Not only small states, but
even Russia, ‘for example, is entirely dependent econcmically

on the power of the imperialist financ:. -apital of the rich
bourgeois countriese Not only miniature ‘alkan states, but
even nineteenth century Americe was ecor i‘ically a colony of
Burope, as Marx pointed out in Capital «-- but this has nothing
to do with the question of netlonal movements and the nation

state n 27

Since the question of semi-colony 1s i1 & sense related
to the existence of comprador bourgec.- le, cne uay be driven

to examine CPI{ML)'s conception of _.mprador bcuigarisies
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According toits theoreticians there are two sections within

the bourgecisie - comprador and n:ationz—.\l.28 They tend to identify
all capitalists who collaborate with foreign mencpel ists as
comprador in character-even the public sector built with foreign
assistance - is comprador in natures But this argument

is simplistic and at any rate inadequater While analys ing
foreign collaborations, cne shculd examine whether such collabo -
ration is made entirely in the interests of the foreign finance
capital or whether such collaborztions are invited tc meet the
requirements of the indigenous capitalist development: Cne
should also see whether our capitalists while making certain
economic concessions to the foreign finance capital show its
willingness to sacrif ice, if necessary, even the political
independence of our ccuntry- If state power is in the hands of
the comprador bourgeoisie, how come the state nationalise
certain foreign firms ? If che Indlian state is a puppet in the
hands of the imperialists, how can the state shift its tilt
from cne sup;rpower to another and as against the intentions of
both the super powers, the state manages to extend its hand

of friendship tc China ? These guesticns need to be answered
by all those who subscribe to Naxalite i20logy-

Finally one .., also make an observ:tlon that Iinheritance
of political st:uccure of the British im »rlalists, in itself
is not a siar ¢f lack of nationalism eon i:c part. of nationalism

on the part of the bourgecisie: It is wrong to expect that
the national bcurgeoisie which is egually exzploitative in
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nature attempts to destioy the coleonial state structure and
place it by a new pro-pecple's state: All the changes neces =
sary for the political rule of the bcurgecisie have been
initisted immediately after the transfer of pcwer- The existing
parliamentary institutions, with centralised bureaucratic and
military setups have nothing in common with fragmented state29
in China before revolution: As Lenin says, " the development,
perfection and strengthening of the bureaucratic and military
apparatus proceeded during all the numercus bcurgeois revelu -
tions, which Eurcpe has witnessed since the fall of feudalism w3C
Even Karl Marx pointed cut, “ ALl revclutions perfected this
machine instead of smashing ite The parties that ccntended in
turn for dominztion regarded the possession of this huge

edif ice as the principal spoils of the victor e A1 So, to
expect the bourgecisie to take.up mission of the proletariat
and criticising it for not doing sc¢, 1s not a scientific

way of understanding the history-

Except for the scholarly insig! !5 shovn by 2 few social
scientists like A+Re.Desai, Paresh Chet.: adhyaya and Srikent Dutt
vinto cexrtain important aspects relete’ to the state, for
decades, the question of nature of Indiar gtate has remained
almost untcuched by Marxist academics in Irii.as Even when they
are to analyse certain trends in Indian pcli.ics, they generally
neglected tc take into ccnsideraticn the specif icity of Indian

societys Sometimes in the name of clzss analysis, these Marxists



undermine the significaence of the autonomeus roles played by
different sociel forces like castes, relijions, trives and
linguistic groups+ Even in the much trummeted class analysee
a trend of reducing the study of classes to the mode of produe
ction or to the question of extent of concentration of foreign
capital, has dominsted the left minded academics in Indiae
Being the victims of eccnomism, a cheracterstic typical of
traditional communist parties, tne leftist scholars could not
succede in giving a comprehensive thecry ¢f Indian peliticse
As a result, even now the lndizn academic research continues

to be dominated by the liberal interpretations ¢f Indian politics.

However, thanks to the llestern debate cver the question
of relative autonomy of the capitalist state, in the recent
period, atleast scme of the Indian scholais have got themselves
liberated from the clutches of econom.sia and instrumental isme
The necessity of studying the positive and autcnomcus role that
the state plays has been recognised. Certain studles ccncen -
trating on the relationship between the state and the dominant
classes have ccme to light. Though & omprehensive study of
the nature of state on these lines has ot yet come out, cne
has to explore the potentialities and w aknesses ¢f this trend
in the broad interests of dcveloping Maixist Leninist frame -
work to understand the complex role that th: .ndlan state has
been playing. With that aim, an attempt may b: iade in this
section to review scme of the contributions of acidemics like
K:N.Raj, Hamza Alavi, Sanjeeb Mukhere>, Pranabh Bzrdhan and
Anupam Sen as for as they are relzte to the question of relative

autenomy of the Inui..n statee



Perhaps the first intellectual reaction to the instru =
mentalist view of the state in India has come frem the
wellknown Indian eccnomist, Prof. K.NeRaj. Following Kalecki?z
KeNeRaj has argued that the governments in the intermediate
regimes, of which India is zn exaple need not necessarily
serve the dominant propertied classes namely the big bcus -
geoisie and the feudal lords: Certain develcpments in the
post-war world created the cc nditions which enable the date to
play a different role: These favourable conditions include
1) numerical dominance oflower middle classes at. the time of
independence, 2) extensive involvement of the state in economic
activities and 8) aveilability of credit from socialist coun =
triess Ke¢NeRaj considers that given the conditions, " the
state cculd ec++ perform the rocle of dynamic entrepreraurs,
undertake the basic involvements necessary fer economic‘dGVe -
lopment, and promote a pattern of amalgamation of the interests
of the lower middle classes with stete cepitalism "+” The
state can ccnsolidate its power by gaining a measure of indepen -
dence from foreign capital; by cerrying ut land refcrms and
by creating conditions necessary for a c.ntinucus eccnomic
growthe According to Prof+ Raj, the lov.:i middle classes and
the rich peasantry constitute the rulinc class of such inter’-
mediate regimes: Lower mic .le classes include,along with
small proprietors in aciiculture, industry and commerce, a
wide variety of prof . ;ionals, doctors, eiqineers, teachers,

bureaucrats and oth..r: = irrespective of whc:ther they are



self-employed or work as wage earners. By rich peasantry
they mean capitelist land owners: Vhat brings these two
classes together seems to be their dependence ¢n state

cepitalism for their cwn developments-?

At abcut the same period, Hamza Alavi hes come out with
a2 different theory of the ctate in pcst-colonial societies-
In his analysis of the nature of Pakistan state which he
thinks has relovance even to Indian state,Alavi takesup mcre
or less a Structural Marxist view- !le. sees the state as a
military-bureaucratic structure, reletively autonomous of the
economic structure on the one hard and the dominant propertied
classes on the other+ The specific ccnditions that enable the
state to play such an autonomcus role in the post-colonial
societies include 1) inheritance of overdeveloped state from
the imperialist power at the time ¢f independence and 2)
inability of the dominant classes and their parties to use the
state as their instruments The state in s ch socletiles,
" mediates between the competing intorests «f three prcpertied
classes, neamely the metropolitan bcurgecisie, the indigencus
bcurgeoisie and the landed classesy while at t' e same time
acting on behalf f them all to preserve the scclal crder in
which their interests are embedded, narely the institution
of private property and the cepitalist mode as the
dominant mcde of production "3



Contribution of Sanjeeb lukheriee, ancther relztive

avtonomist is also worth menticninge He se-ms tc be very

much influenced by Feulantzes and Kilibande Ile takes up in

his enalysis of Indian stete scme of the essumptions of
Poulantzas as his hypor.hesis-36 But ircnically he more or less
adopts «iliband's empirical methodoloay to prove his hypothesese
According te him, heterogenous character of Indien bourgeoisie
lack of consciousness on the pert of the bo rgecisie to
vistalise its own interests and their desire to have nolitical
stability in the country - &ll these necessinte presence of

a stronger states Just like Foulontzas, he prosuppcses thatl

L] '

the state can comprehend the ' rezl or ' true ' interests
of the bourgecisier 1In Sanjeeb's view, the bcurrecisie in
India shares the sta.e power with cther deminant classes 1ike

feudal lords, caritalist ovners end imperieslists.

Aiieng the recent Indian writers, Franablh Dardhan has
given an interesting acccunt of the dynamics of Indien statee
He thinks that the general view «f reletive avtenomy isee,
the s:tate acts not at the behest of but for all practical
purposes on behalf of the deminant preopertied classcs, 1is
highly inadequetes Opposing the instrumentalist view, he
argues, " There are ofcourse seriocus constrain’ts posed by

the imperetives of the dominant rproperitory classes but to
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range
focus exclusively c¢n them is tc ignore the largeao? choice in

goal formulation, agenda setting and policy executicn thst the
leadership usually has and the powerful impulses shaping pclicies
and actions that are generated within the state feulled by its
conception of national interest? .’ Bardhan repeatedly asserts
that the Indian state is relatively autonomous of the dominant
coalition constituted by capitalists, landlords and prcfessionalss
He attributes relative autonomy of the state to 1) existence

of cver develored state38 2) direct ownership and ccntrol in

the econcmic sphere and 3) encrmous prestige and sufficiently
uhified sense of ideologital purpcse of the stete elites This
relative autonomy enables the state to shape the class align-
ments, provide material basis for the 1.ew classes and

undertake- the regulzting and development role in the eccnomy-

Finally one may have a lock at Anupam Sen who gives an
extreme version of relative autonomy of lndian states Sen
bel ieves tha£ﬁthe Indian state was and is rttonomcus of all
classes in Indiar To quote his own words, ' Briefly our thesis
is this : the state in India, conditioned by the nature of its
social formation, was and still is autonomcus, 2nd this autonomy
has had and still hes a positive impact on the character of the
economic development and underdevelopment of Indi> ~uring the
pre-British, British and post-independence periods A While
autonomy of the state in pre-colonial India was at.ributed to

the Asiatic mode of production, he thinks that co-existence of



different modes of production - Asistic, ferdal, _epitalist
and colonial - is responsible for the _autonemy of Indian
state during the colonial era+ Tec him, even the pcst-inde -
pendent Indian state enjoys autoncmy because of factors like
inheritance of the colonial social fecrmation, state ownership
of the basic industries, support from the petty-bourgecis
elements and fallure of the bourgeoisie to transform agriculture
into cepitalist undertaking: According to Anupam Sen, at the
time of independence Nehru and his Congress Party " whose
leadership was predominantly mede up of petit-bLourgecis origins "
confrented the state which had " considerable leverage, free
from any dominant class hegemony, to plan and determine lndia's
future social development ". Nehr. used the sociesiist rhetoric
to buildup the public sector and ther=by strengthened the
eccnomic power of the state and made it inderendent of economic
subservience to the capitalist class. An pem Sen seems to
believe in_the absclute superieority o* the state cver all
classes: As he himself puts it, " Th. state in India mani -
fested itself over almost all classes, Lh2? bourgeoisie, the
peasants and the workerse 1f it had ar,; relaticonship e¢n the
basis of inputs with any class, it we. Lo some extent with
petit-bourgeoisle « However in terms of -utput, it weuld be
very difficult tc locate the state in an, class because, as

it appears, its poiibigs were and are p' ncipally directed
towards the augmentatign"of its own pow:r and not the power:.

of any social class "



PROFESS: SI_,.&L_D'*F. SJWP_E 'REAUCRATS AS RUL 11!17_*CLA52';:§ .

There seems tc be a strenqg crinion amng the intelle -
ctuals of different shades?'in féevour of including the profes =
sionals and bureaucrats as members of the ruling classes in
India+ One mry observe the tendency even in the arguments of
KeNeRaj and Pranabh Berdhans It wuld be interesting to know
how they justify their View-points+ Accoiding to Bardhan and
KeNeR:zj, professicnals and bursaucrats censtitute a new class
of rentiers. They argue that along with physical cssets,
possession of certain kinds of knowledge and skill ( for exs,
administrative, managerial, scientific and technical) shculd
also be considered as private property which has takon diffe -
rent formse To quote Bardhan, " if physical cepitel can be the
basis of class stratif ication, s¢ can oe human capital in the
form of education, skills and technical expertice "-42 In that
case, theé incocme the prcfessionals and bureaucrats derive is nct
wage and hence they are not to Le equated with the working
classs KeNeRaj infact quotes Ossowsky whe says, " The prole -
tariat is a man who is unprotectec from the extremes of explei -
tation by any special qualifications, which would prevent him from
from beiny replaced by ancthrr worker with equal
physical strength. According to Marx's intentions, this
criterion would exclude the engineer or doctor from the class
of the proletariat“-ﬁ3 It is also argued that because of their
privileged pcsitions end accessabllity to different state

organs, these professionals and bursaucrats manazge to "direct
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education investments away fror the masses ---(They) have
been able to protect their scarcity rent, and by acquiring
licence giving powers at various levels of bureaucracy some
of them have increased their capacity to rultiply this rental

income " A4

Having gone through all their _views, it now becomes
necessary to examine whether all these arguments Fave their
base in Merxisme Though Marx and Engels spoke of the signi -
ficant role played by these sections at verious moments in
history they did not clearly sey whether those groups can be
considered as separute clesses: Ouotations from the early
works of Marx ( as Bardhan deces ) are not enough to state
Marx's positions In such cases it becomes necessary to fillup
the gaps by enriching the Marxist understanding. With that
goal in cur mind, an attempt ir mrde to develop a theoretical
framework which can clearly establish thestatus of profes -

sionals and bureaucrats in the social dynamics-

The dynamics c¢f each aspect of .oclety depends cn the
nature of different social forres at playe Infact civil
society represcnts all kinds of social relations that exist
among the members of the given social formation. Yet in
Marxist analysis one should make distinction between primary
and secondary social forces influencing the dynamics of civil
sccietys 1n this context, cne needs to comprehend the diffe -
rences between the classes and sccl. ' categoriess It is neces -

sary to define the terms 'classes'  'social categories'.
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It is reasonable to define cla~ses as thcse greups of pecple
who have similar status in eccpomy and peossess particular
ideological cutlook and political practice corresponding to
their status in economy.: By scclal categorles, cne may mean,
those groups of people who inspite of occupying dif ferent
positions in economy get united by ccertain other common interests
which may be real or imaginary. Alcng with social groups like
castes, tribes, religious cummunities, students, linguistic
communities cne may also include the professionals and bureau =

crats under the title, "social categories's

Each social category hes its own specific interests. In
the process of attempting to realise thoir interests, social
categories also influence the state and politics of that society.
At times, for their own interests social categories make some
kind of alljance with (ne or the other clesses+ Vhile some of
them align with the ruling clesses, scme cther keep in tcuch
with the dominated classes+ Thesn~ class lcyalities may not
last for longs Their own particular interests may necessizte
shifting of their alliance frcm class to anothers The mobility
of these soci2l categcries also depends on the ability of the
classes to influence them+ The Marxists shculd have clear
understanding of the p«tentizlities and dynamics of these social
categories+ Neverthless it should be kept in mind that *° in
the ultimate analysis, the delermining f.:ces of the history
of all class divided societles will be cl  .~es = not social

categories:-
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It is wrong to reduce social categery te any particular
class, for, each sccial category is in turn composed cf
members cccupying different status in.economy- Since the
economic status and the class cutlock and class practice
that they acquire differ from cne to another, social
categories represent multiplicity of classes+« Hence redu -
ction of professionals and bureaucrets into any cone class

should be avc ided.
QUESTION oF POLITICIANS AND JMPERIALISTS 3

How reletive is the relative autonomy that the Indian
state enjoys ? ©n this point there is no unanimity among
the relative autcnomists+ Anupam Sen believes in absolute
superiority of the state in all matters: others do nct
take such extreme stande Sanjeeb Nul;herjeo censiders that
the relative autcnomy of Indian state is invarsly precper -
tional to the power of the ruling classes:? Vhile attemp -
ting tc prove this hypothesis, Sanjeeb Mukherjec more or
less reduces the state power to t'~ pcwer enjoyed by the
pcliticians (that toc Congress leaders) and the bourgecisie
to mere capitalistse Then he und~:takes to study how the
state elite (politiciais) is superi-r to the bourgeoisie
in its ability to comprehend and realise the 'true'
interests of the ruling classes: This concention seems
to be narrow even from Milibaad's point of view, for, to

Mil iband the concept of state elite is 2 wide category
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which includes civil servants, military officials, police,

judges and politicians.

Pranabh Bsrdhen slighly deviates from this narrew cencep -
tion of relative autoncmy. Bardhan feels that the Indian
state has enjoyed greater autonomy up te the sixtiese But
with the waning of the aura of legitiracy of leaders; failures
in the economic field and ccnstraints imposed by the articulated
interests of the dcminant prcpertied classes, froum the
seventies onwards, the relastive autcnomy of the state is
reflected more often in ils regulatory role than its develop -
mental role-46 Though this observetion may be correct one
needs to remember tha. he 1s also more or less reducing the

state to the state elite.

Hamza Alavi's positicn is completely different from others.
He says thet the state is relativaly autonomous of the dominant
classe§ namely the metropcliten bcurgec isie, indigenous beour -
geoisie and landed classes+ But to him, the s tate means a
'mil itary-bureaucratic structure': He has many reservations

to include politicians in the sizte structure of the post—

cclonial societiess He thinks that the politiciahs in a
ccuntry like India will only play the role of brokers~47 There
is hardly any class based political psrties in the Third
World. In the case of India, the multi-class character of the
ruling Congress Party and t!. weakness of the indigenous

propertied classes allow the lIndian stete a measure of relative
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autonemy, so much so  that the state can continue to serve the

interests ofthe metropolitan brurgeoisie evenafter independence-

This view appears tc be very cenfusing. one may rightly
question how the contradictery intarests of the indigenous
propertied classes and the metropolitan bourgeoisie before
independence suddenly turins into ccmpeting interests after the
dawn of independence+ The nonaligned mov ement is a clear
exeample to show that in some respects, the metropclitan bour-
geoisie and indiglencus propertied classes are entagonistic
in nature- To say that the state is forced by its cwn objective
position to make certain concessions to the metropolitan
bourgeoisie is cne thing and to argue that since the state is
relatively autonomcus it can ccntinue to serve the interests
of the wetropolitan bourgeoisie is ancther things one shculd

be able to distinguish between the two-

—

Finally, contradicting Hamze Alavi cne may say that by
the time India secured in-diependence, it has witnessed the
development of a hemogenous national bourrgec is class fairly
conscicus of its cccnomic end pelitical 1aterestse That the
capitalists have contradictions within t! emselves s'iould not
make one ignore tieir unity vis-a-vis other «ntagecnistic
classes. Recen: utudies48 have shcwn that after 30's, the
ca italists heve gradually consclidated thelr position within
the Indian National Congress+ MoreoVer, it sy be made clear

that though Congress wes an urbrella party <f different



classes and grcups, its leadership from the beginning continued
to be in the hands of the politicians who are liberal in their
outlook and practice- If one applies the criterion that we
used to judge the class character of the professionals and
bureaucrats, the political leaders of the Ccngress, despite
their contradictions with the capilalists beceme a part of
bodbeoisie- As pclitical representatives of the bourgecisie,
Indian political parties, especially the Congress Farty, played
a very cOnsc;ous roler To say that all the farsighted policies
of the state like land refcroms, development of public sector,
nationalisation and nonalignment aie initiated by the 'military--
bureaucratic structure' and that the lndlan politicians only

played the role of brokers Is against historic reality-

INSEAFCH OF MARXIST LENINIST FRAMEVORY. :

While analysing the viewscof traditional communist parties
and recent academic relstive sutonomicts, an ettempt has been
mgde in thé‘aboVe two sections to expose their melhodclogical
fallaclies and conceptual inadequaciese In thils concluding part
of the chapter, cn the basis of cur ciitical roflections on
different a-proaches reviewed scfar, a1 effort may be made to

develop a more dialectical and more mes:. MGful Marxist-Leninist

perspective tc the study of Indian state-
The interpretations of the treditiona. ¢ mmunist parties -

the CP1, CP1(M) and CPI(ML) are partly econcmistic and instru -
mentalist in their contents The Indian state is characterised



as 'landlord -bourgecis-state'or 'seli-feudal -semi-colonialstate'’
Just” becaus e there exist certain semi-feudal and cclonial han -
govers in the economy and culture. Rel-tive a.tencmy of the state
and the specificity of pclitics are usually igpnored. Their mecha =
nical understanding of the Marxiar classics and subjective study
of the Indian state are primery causes fcr such diverse inter -
pretations of the concrete reality. Paradoxically, the same
mistakes made the parties arrive at consensus abcut the stage of
revolution. There may be terminological differences wut the
substance is the same+« Whether they call it '"National Dem cratic
Revolution' or 'People's Denocratic Revelution' or Yew Democratic
Revelution', all of them hold thet the present stage of revolu =
ticn should) ve dizected acainst feudelism, impericlism and the
big industrial houses ( whereas CPM calls them big bourgecisie,
CPl names the same as mcnopolies and CPI(ML) brands them as
comprador bocurgecisie )« All these parties hold on to the view

that it is ohly the big bourgeoisie / mn polies / ccmprador

bourgeodsie which collaborates with imperialism and feudalism.

But other sections of the bourgecisie are progressive, anti~ -
imperialist and allies of 'their' democratic revolutions. All

of them have a belief in the progressive character of the * -
national bourgeoisiet Hence they attribute ncn-accomplishment of
the tasks of democretic revolutior. eithexr to the presence of
feudalism or imperialism cor to the big bcurgeoisie; never to

the inability of the nationcl bourgeosie and to the moribund

character of Indian capitalism,
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As a reaction to the traditioral interpretetions, the concept
of 'relative autonomy’' is gainiig suppcrt among the academic
circles in the recent days: Thcugh ths new trend seems to have
certain adventages over the %‘raditional methed, it seems one
need not expect too much frem this chamger At the cutset, one

may observe that there is no neneral :¢jrecment among the sub -

scribers of this new trend as to what exactly the term, 'relative

\ y , 9
autonomy should mean. As is the case in the West,4 different

meanings are assigned to this concepte These academics have
not yet developed a methodological framework necessary for a
vigorous theoretical discourse+ They entertain diverse viewson
ccmposition of the ruling classes+ More than these, it shculd
be said that their very concepticn of state is nct yet crystal -
lised: Vhereas one sees it as an institutional structure,
others reduce it to 'government', to 'executive' or just to

the political leaders holding the executiwe authority. Finally
one may argue that mechanical upplicetion of the Western theséries
of state to Indian contex. may be counter productive. While
the necessity of criticising the instrumentalist aprroach
shculd not be underestimated, cr.e should alsc realise that
compartmental studies undertaken in the Vest in the name of

relstive autcnomy are also far away from the Marxian dialectical
method«
In view of these inadequacies in the dominant perspectives

on Indian state, it becomes necess»ry to develop a comprehensive

Marxist-Leninist framewcrk which may be useful to the study of
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Indian state in all its dimensions. In order te buildup
Marxist thecretical disccurse, on? may suggest certain essential
methodological points of departure necessory for comprehending
the dynamics of Third World state in general and Indian stete

in particular :

1+ Though it is essential to teke note of the status of classes
in economy, it is necesseary te avc id lccking at classes as

mere ec.nomic categcriese Homogrnous classes which may be
defineu as "groups of pesple having similar status in production
relations, fcllowed by correspcndina idenlogical cutlock and
political practice " apre raccly found in the developing socie -
ties+ Incese only one's position in praductive relations is
stressed, cne comes acrcss a wide strata of people in the

Third World whe can not be grcuped under any one class+ lence
assigning more liportance to the aspe~t as to whose class
interests a member of grcup is "conscicusly" serving in day

to day praxis becomes necessary for identifying cne's class
position: The.' term, "ccnscirusly® is important, for, we
should ignore the unconscicus victims -f ideologies and

praxis of cther classes+ In this sensc, evenif a member is

not a capitalist, if he or she ccnsciousiy acquires bcurgeois
ideology, then he or she is to called a bourgeoiss In case

of mixed categories doiminant ideologiral position and
political praxis may be tazken into consilierations These
criteria are needed to identify class .tatus of certain

social categories suchas politicians, .1tellectuals and

professicnals-



2- B? the term 'class interests' we shcild net moan what
individual meibers of the class ccnsider to be inftheir interests.
Class interests in Marxian categery r~fers tc the c.jective
possibility of a class to realise, under the given ccnditions,
its basic urge to hold or ensure that which they pcssess or
aspdre for that they need to pcssess. Along with eccnomic
interests, each class shall have certain pclitical and ide lo »
gical interests: Dy the term 'possnssion', we mean both

material production and realm of ideas ccrresponding to it.

3. Wide generalisations ahout the 1o0le of the classes - without
taking into consideration the giver context - nead to be avcided-
For example, while trying to understand the dynamics of the
bourgeoisie in the Third World, we should first se» whether
they are initiating pclicies thet lead to widest ind speediest
development of capitalism under the civen national and inter -
national ccnditions: To expect the bcurge isie in the post —-
colonial societies te behave like ti @ beurgeoisie of the Western

Eurcpe is nct a dialectical wey of lockirg at the reality.

4- The word, "comprador" should nct be mitugads All eccnomically
dependent states need not be "semi-cclonies' « "cocmprador states".
Some measure of dependent relationship beccmes in vitable for

all Third World countries+ Amcng the econcomicai'y ispendent
countries, possibility ¢ existence of national boui_ acis states
need " not be ruled cute The basic icsues invclved here aie as
follows : whether one willingly accep.:J dependent relationship

or not; whether cne made efforts to us= all available possibili -



ties to achieve economic self-sufficiency or not; whether all
activities of the becurgeoisie promoted the interests of foreign
imperialism or it also contributed to indigenous capital ist
development and whether or nct the class used all its pcten -
tialities to fight foreign imperialism to the extent its own
national interests are invclved: Al! these points need to. be

eXxamined to judge the nature of indigencus bourgeoisie-

5+ The other aspect is relaced to precapitalist socio-economic
structuress VWhile it is nocessary to recognise that the UDCs
are multistructural and multi-stratified societies, it should
also be noted that all structures and strata aie not evenly
developeds Identification of the dominant structures and
social strata is necessary to know the direction of economic
developments 1f any state is to be chazragterised as feudal

or semi-feudal, one shculd first examine whether they acquire
dominant status or play subcrdinate role to the dnminant
capitalist mode of rroduction. The thi:d aspect is to cbserve
whether the state policies are perpetuating theose feudal or
semi-feudal relations or trying to cheng«~ them gradually inteo

bourgeois relatici. .-

6+ It may be nuted that many 2 times such identif ied categories
may not be in es ence feud:l or semi-feu 1+ Traditional
structures Li'e castes, tribes and .2eliylous communities may
modify th:i roles in such a way that t..:; may not be in
conflict with developmental process: Hwince it is necessary to

__know whether such relations are dabst ucting the capitalist path
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of development or whether they themsclves started changing their
roles in the wake of new opoortunities thrcwn cpen te these

sections in ccurse of development of economy.

7« So is the question of traditional culture. 1n the Third
World ccuntries like India traditions nlay a very inportant role
in sﬁbpnng the nsychological makeur aid value preferences of the
peoples Political and economic structures are considerably
influenced by the traditions. Capitalist development at timeg
faces obstacles due to certain traditions and cultural praclices-
Yet under certain citcumstances the bourgecisie itself may use
feudal or pre-capitalist structuress 1t may Le the result of
Ats compromise with feudal elements or for its own political
necessity to divide the unity of thu .asses. In view of these
different possibilities, cne should examine the follewing aspects :
1) Do the feudal and semi-feudal traditirns remain as ramnants
of the old _society, or are there any semi-{ 1al or pre-capita -
list structures at the base reproducing the . ': traditions at

the superstructural level ? 2) Does such cul' 1o promote the
interests of any group which can clearly be i::ntified as
semi-feudal or whether they are only used by 'e bourgeoisie

for promoting it. own interests- 3) Finally --.~t is the rcle
that the state ays in dezling with these ) .nds of traditions

and cultural! .:_ues-

In the light of all ihese guldelinets, dynamics of Indian
state may be sl.died by relating variation: in the forms of
government and po]itical regimes to the changing correlation of

class and other socigl forces inside the ~cuntrye The role that
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the oppressed and exploited classes play in shaping the
policies of the state may also be highl ighted: All these
dimensions need to be examinad in the context of the status
that the ruling classes and the state occupy in the world
capitalist system in general and the Third Viorld in particulare
Since it is difficult to do justice to all these dimensions

of the state in cne work, in this thesis .re would be primarily
concentrating «n the autcnomcus role of the state in economic
development: While the impact of ovher structures and social
categories would be touched wherever felt necessary, the thesis
stresses on the dialectical reletionship tha. the state has

with the eccnouiic base and diferent class forcess

LAk g
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NOTES

Normally Indian scholars writing on the leftist movement

in India talk as if only CPI, CPI(M) and different factions
of CFI(ML) constitute the India) left. [ut it has to be
recognised that along with these traditional comm:nist
parties, there are parties like Socialist i nity Centre of
India (SucCl), Revelutionarv Secialiast Parity (RSP) and a
few Trotskite grcups in 1lndia which also claim their
allegience to Marxism-. lerze their views should not be
ignored in the analysis of Indian state-
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civil war as the only way to socldlism "+ He also said,

" In present cenditions the YU ling class in many



capitalist countries hes a genuine cppcrtunity to unite

the cverwhelming majority cf pecple under its leadership

and tc ensure thit basic mecns of rreduclien are placed

in the hands of pecple ++«« (Uniting with) the werking
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EF YN EXD



L1l CHAPTER

DEVELOPNENT OF STATE MONQPOLY G/PITALISK IN JMDIA
INTRODUCTION

In the recent years, some cf the Merxist Schelars | started
describing the present stagce of econcmic develcpment in India
as 'State Monopoly Cepitalism'se A cleose exeminati n of their
interpretaticns would, hcvever, shew that except “cr the usane
of the term, "state moncpcly capitalism', they “a.e very little
in commens  Since there is nc unanimity amona the iMarxist
scholars themselves a2s to whit the term shculd mean, we would
be compelled to state the problematic within which the cencept
has beccme a logical ne essitye ‘!ere it may Lo menticned that
the Comintern theoreticizns sow "stat.: v nepely cepital ism®
as a stage when caplitalist stote bheccnies subo.din-ted to the
monopol ist factions of the bcurgeoisle-z KNio—T m~—tung used
it in a very literel sense to doncte stste contreo. and state
ownership of industriel ventures in semi-feudal ana scm -colonial
China where the ruling comprador bourveoisie asically conl ined
itself to trade and usurye In the ;ost—war werld, Ly 'State
Moncpoly Capitalism'Herbert Mercus referrad to the stite . the
advenced capitalist ccuntries which “ave heccorme powerful oaounh

-
to control all as—~ects of bourare .ie scciety.’ L[e it be made

clear at the begir .ng that s.vce India is neilther a semi-colony

nor even an advanc :d capital’'s: state, cur use of (. .erm 'State

moncpely capilté]ism' radically differs from the al ¢ ~mentioned

interpretztionse.

our thoretical unde:stgnding starits from Lenin4 who saw
'statgﬁorapoly capitalisi1 =s a reactionary fcrw »° capitalist
system that emerged in the era of imperialisme To “enin, it was
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basically a condition where finance capital had alreaiy emerged
and a nexus had started develcp.ng ocetween the state nenepoly .
and the private monopoliess Thouoh in this era of monopoly
capitalism, capitalist stete tries to accomicdete interests of
cther factions of the bourgecisie, in times of crises the state
j . sides with the mcnopolies. Such a special relaticnship
is necessitated by the fact that the survivel of capitalism
cannot depend on the pure sectcr any more- As contradictions
within the capitalism intensifies, the system itself qgces for
higher and higher fcrms of ccncentrrticne When monopelies
become the rock bottom foundétirn for cepitalism, in the
interests of the capitalist system as a whcie the state will
be cecmpelled to show special favour to protect gxd promote the
interests of the mcnopoliess Such a necessity leagls to
coalescence of state moncpoly énd privite monopclig « Sum
total of all these phenomena siqnjfﬁ.thc stane of Stale monopoly

capitalism (Now onwards only SHC)-

Such a view of SMC is nct 2 now aldition te Marxis:.. All
Marxist-Leninists have a fair unders.anding of such develcopments
taking place in the Western caritzlist Societles. DBu: what
we would be arguina in this chapter is th=t this SMC is not
peculiar to adv:: ced capitalist countr.es alones Contradictdng
the general .s:umptions, an attempt is m:d> in this chapter to
prove thet nocwithstanding its status as ar underdevelcped
country, SMC is developing even in count:ie. like India where
the beumg 2oisie had come to pcwer after iyvclx.endences It

argues that capita] ist development in Indar had already reached
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the stage of monopoly capitalism: that the merging and
cpalscence of industrial and bank mcnepclies had given birth
to finance capital anu that a s‘rcng nexus had alreacd:
developed between the stete and mencpclies, thus consol idating

the SMC in India.

DEVELOPMENT oF INDIAN INDUSTRY AND DANKING DURING COLcNIAL ERA

To facilitate its imperialist explcitation, the British
government introduced meny fundamental changes in Indian
econcmy+« Though the coloni}rs had no intentirn te industriealise
and develop India, in their own interests, they had to build up
railways, establish a few industriess here #nd theie and initiate
commercialisation of certeain agricultural productse 1lnability
cf the Britishers to lock after all activiiieg nerteining to
trade and other business compelled them to cieat€ a comprador
native class which would act ms their agents. Sp e »f the
Indians utilised the business opportunities throvm o :n to
them and began their careers #s traders. For a levn: time,
they remained as appendages to the 3ritish interests. 'lowever,
it would be wrong to conclude that thov were totally ignofont

of their Indian identitys It can be urderstccd from the fact
that along side *‘he British trade essocistions, many Indian trade
associations we : formed in the 19th centuiy itself. Bengal
Bonded Warehcw 2 (1838), Delhi Hindustani Merchant Associaticn

(1893), The Grain Merchants Associaticn, Bombay (i) and

Bombay Sucar Merchants Associaticn were scme «f 1= narly



- 91 -

Indian Trade associations. Indian businessmen did not ccnfine
themselves to mere trade end ccmmerce« In the last quarter
of 19th century, Indians gradually started entering the
industrial field. To prcmote their interests they even
crganised themselves intc asscciations such 'as Bombay Mill

owners Asscciation (187%) and Ahmedabad Mill Cwners Asscciation

(1891)s Economic Na:icnalism that shock the country during

the Swadeshi movement gave impetus to many naticnalist-minded

Indians tc start their cwn industries. Unlike the previcus
associations fermed on sectoral bases, beginning of 20th
century saw the birth of many Indian tusiness associationse
Significant among them were Indian Merchants Chambe: and
Bureau, Bombay (1907) ; Southern ladian Chamber of Cuiuwierce,
Madras (1909); Gwalior Indian Ch oer f Crmmerce(1906); and

Indian Chambers of Commerce, Lahore (17 7).

In the absence of any enccuragenent frem the state, Indian
industrialists had to fece many dif‘ iculties in the initial
yearss The Brilash governmerit which u~ci to entertain beliof
in lassaiz “ui' 2 eccnomy, peid 1ittle ¢tcention te the ‘‘emands
«f the landiza businessmen tc protect the native industry-

How: er, after the Werld War I, the Britishers were fcrced

tc re.ise their eccnomic policy Their fear of fcicign
dominaticn of Indian market ccinpelled them to give certain
concessions to native industrialjists. The tariff protection
imposed thereafter, could play an impcrtant rcle in promoting
the prccess of industrialisati n ihn India-5 Despite several

set backs especially during the pericd of the great depression
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Indian entrepreneurs made considerable proaresse Many factarie
were started by the Indians in different parts of the ccuntry.
The progress can be seen from the frct that wheresas number

of the British grcup ccmpanies increased Trcm 787 in 1921

tc 798 in 1937, the numoer of Indian grcup c: mpanies during
the same pericd increased from 172 to 266« T¢ quete the

figures, Indian cctten textile companies incieased frem 64

tc 80; sugar factcries from 1 to 29; iren, .steel and engineering
units from 2 to 7; electrical generation companies frem 6 to

22 and Investment and finance companics from 19 to 51-6

Parellel to the developnient ¢f Indlar industry, there was
simultaneous growth of Indian banking and insurance industrye.
The growing need for industriel finarce and indifferent attitude
of the Biitish gcvernment necessitated the birth of Indian
banks. Bncouraged by the nationalist spirit created during
the Swadeshi m vement, many Indians starte’ their own bankse.

In scme of the British banks, Indians ' lIned 2s shére hclders
and gradually increased their inflienc. within the banks. By
1913, number of Indian joint stccl bank ~se to 44« Ncteble

among the oldest Indian banks are Fun'ai, aticnal Bank €1894)

Bank of India (1896); Canarz .nk (197%); 'ndian Bank (1907)
Bank of Barodz (1908); & ( :ntr:1 Bank of Lidia (1911).

Despite several crises, even the inter-war |erded alsc showed
cons iderable progress i . tne development of lrdian banking.
Scme of the impcrtant benké estébliched duri.. = "nis period were

Tata Industrial Bank; the 4 liarce Bank of Siml- nd the



Travancore Naticnal and Quilan Banke. At the end of 1929,
total number of all benks —- Indian and Fcreign - stod

around 680-7

BEGINNINGS ¢F M

At this level, it should be ncted that the natule of
cepitalist development in India radical'y differei from that
«f the advanced capitalist ccuntries. Since cepitel!sm
started developing in India at a stane when capitalism
as a world system had already reached the stage ¢f imperialism,
the laissaiz - faire model of development became cosclete in
India. So within a short periad, indigencus cepital ism had
to exhibit moncpolist tendencies. Tne ne:essity of Indilan
businessmen to compete with the Brilish .nd «ther ‘“oreian
firms forced them tc form certels ond tristse [ 2wicdile
failure of the banks and industrizl crises mads ‘hem understand
the necessity ¢f pcoling their resourcess Indipcctly the
British g¢ vernment also encouraged the cevelepmont of mcnc¢polies
for their own administretive convenience « Manag.vgy Atency
system alsc considerably contributed tc the concentta ion
of capital-8 Many cf the leading companies tock advantaie

of their supericr strength und ccerced the sm-ller o es to

submission or eliminate them from cempetit ¢ne In .cune cases,
by possessing the mir:i.wn holding shares, crtain . viistrial
houses controlled m: .y companiess« For e mple, Tat  were

controlling TISCo, ".I, Tgte.-Hydropowre Crntral ..,
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. Bpge, ', Géleutte Zlectrical Swimnly Anthral alley Fofoct’

and otherss Some of the early business crasnisaticns which
could be called trusts or certels are Indian Juke Mills
Assccietion, Sugar Syndicate, Cement Marketing Company of

India and Ass.clated Cement compenics (ACC)e As a result of
such process of develcopment some ¢f the leading Indien business—
men emerged as monopol _stse Notable zmong them were T ..,
Birlassy Shriram,S -1vita, Mafatial, val~hand gnd Msogel ' 5

Number of companies they had their paidup caepital and total

assets are shown in Téble I.

"As a result of mergers and amalgamatlicns, mcnopol les
emerged even in banking and insurance sactcre A lorce number
of amalgamaticns tcck place eéfter the vamking crisis of 1913.
In 1921, three Presidency L#nks were ama'ganated te form
Imperial Baqk of India. In 1v27, Tata Industrial Bank merged

with Central Barnk of Indias« To prote-t theil interests,

insurance ccmpanies alsc formed their own assccieticnse Notanle
among them were Indian Insurance Conpéanirs Assocliaticn, Calcutta
and Indian Life Insur-rce cffice Asscc.ation, Bombays After
the passing of insurance Act of 1938, i.:; ing process gained
mcmentum in the field of insura -

All these monopolist te lenclies were further encouraged
by the ocpportunities thrcw open by the Seccnd World Wer.
Wer prepesrations of the .iitishers, ceusaii i of foreign

competition a-«d dependence of British grver-.ent on native
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COMPANIES oF DIFFSPENT INDIAN GReUPS (190°9)
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Group Number of Paid up Capital Total Assets
C mpan ies (In t:?uaz?ds) (in tg}ug:?ds

1. Tata 19 249,100 624,200

2. ACC 3 70,600 86,870

3. Birla 60 43,000 48,500

4+ Dalmia 15 24, 000 £5,100

S5« Shri Reu 4 28,800 21,600

6. Scindia 10 18,500 26,600

7. Mafatleal 12 15, 400 24,500

8. Walchand 11 124707 <4 1N

9. Mangaldas 13 10,100 18,0

—_— e —— —

Soutce: Claude Markovitz, Indian Bu 1ess_and Nationalist

Pelitic- “021.39 orient L an, 1985 P.192-192

*H*



- 9% o

industrialists led to horizental as well as verticsl exransion
of Indian industrys For effective interaction with go'ernment
Indian capitalists formed orgznisations such as Indien Paper
Makers Association(1939), Indian Engineering Associzticn (1939)
Rerclling Mills Asscciaticn (1941) and Federaticn of Woollen
Manuf acturers (1942). During this period, the big businass
floated a2 number of companies to meet various civil and military
needs of the government. Inflation, speculaticn and black
marketing led to further concentration in industry-10 with
super profits that they could secure, certain leading Indian
crpitalists competed to teke possession of many fereign
companies by offering febulous prices. Similsr develcpments
took place in the financiel sector ulses Responding to the
recommendations of the Central Banking Fnquiry Cern. ittee,

an all Bankers Association was formed to face competiticn from
fcrelgn exchange banks. In the middle of 124"'s mar
industrialists took possession of insurance ccmpanies g¢ that
they could easily divert funds for their industrial cxpemsions
The big industrialists like Birlas fiocated their own bani.

and investment ccmpanies. Thus before the dawn of independence

itself there began the era of fuslen (° Lanking and imdustrial
capitaliswin India.

EQUNDATIONS OF MIXED ECONOMY : BIRTH O STATE CAPITALISH
The course of cepitalist development after ‘~derendence

needs an analysis of th: class character of the nst{lionalist

movement in India. 1In ic's freedom struggle was initiated by
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the nationalist instelligentisfa which was basically liberal
in its outlook: As a result evei. if the capitalists Jid

not take the lead, the naticnalist mcvement frem the beginning
remained predominantly bourgecsis demccr atic in its centents
Such bourgeois ideological hegéjgny was quite conducive to
the development of Indian naticnal bourgeoisies Though the
Indian capitalist class did not actively participate in

any significant way in tne nationalist movement in the f irst
quarter of the 20th century, the momer,EEt consolidated its
position it began to play an sctive role in the fre~dom
struggle and by mid-thirties it became the most influential
class in the anti-imperialist fronte After the secend wrld
war, Indian bourgeoisie played a key ro)~ in the tisnsfer

of powere Since the cepitalist class was a well crasnised

homogenous class, at the time of independence, it 2lone had

the ability to attain state power- Thougl its relative supremacy

gave an opportunity for the bourgecisZe to attain political

power, its positicn vis-a-vis other classes was not very
comfortable at that point of time. At the tine of independence
the rurzl society was still dcminated by semi=feudal relations
of producticne Foreign capital still had greater hcld on
Indian industryes Despite the prcgress vi.t it could meke
during the II world war, Indian industry 2s such was yet to
gain ascendency over the traditicnal sectcrse 1In 1948, the
share of Indian industry in the naticn-. income was 17%

while that of agriculture was 40 percent- Even here, the

share of the organised industry wes or'ly -ne-f ifth of the
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totale In 1951, only 123¥ of the working populaticn vas
in industry whereas 73¥ of them remained in agriculture-

Average income of the capitalists was nct far abeve the

average inccme of other powerful groups: The basic
infrastructure necessary for development of capital ism was
very much lacking« The private sectcr was too  weak to
undertake any large-scale industriaslisaticn on its own,
particularly in the key sectore The capitalists did not

have enough finance,technology and entrepreneurial expexience
for establishing large scale industries wh.ch needed long

gestation pericds:e

Indian bourgecisie and their pclitical representctives
were not unaware of their weaknesses« Hence even before
independence they sought to give general gquidilnes fer
planned eccnomic development to be implemented in independent

India. Both National Planning Committee And the Bembey Plan

understood the necessity ¢f active participation ¢f the

state in promoting economic development of the naticne State
ownership and state management of the key sectcrs were accepted
by both of theme To them, state interwention was welcuue

so long it did not aim at any radical changes in the relatlions
of producticn and property .wmershipe Such a stete sector or
state regulation was seer o:ly as an instrument for promoting

capitalist development . .ndia-

Accordingly when independence wes g-hieved, the gcvernment
initiasted the policy of mixed economy: The Industrial Policy
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Resoluticn of 1948 classified the industries intc three categories:
1) the first group included stretegic industries; fer example,
arms and Fmmunition, atomic energy, railways etce, 2) Second

group included industries like coal, iron end steel, air

and wireless apparatus etc., where the existing private

concerns would be 2llowed to operate but the establishment of

new undertakings would be the resronsibllity of the state and

3) remaining industries where the privete entiepreneurs would

be allowed to operate subjected tc the governmental requlations

and control-

In the wake of Second Fiie re=r flan which intended
to industrialise the country by establishing heavy industries
in the state sector, @ modified industirial policy reselition
was adopted in 1956« According teo it, “here would be three
categeries of industrics:- 1) Industrie. he further
development of which would be the exclusl.e concern of the
statey eg : Defence, teléplones; telegrapis ireless, heavy
plant and mechinery, generaticn and distribulic ' of electricity
et », 2) Industries which would be prcgressively ste.e owned
but in which the private enterrrises would conti ¢ to cperate
eg+, Machine tcols, fertilisers, synthetic rubLe , rcad
transport, sea transport, ferrcus a2llecys and tro.: and ?) other
remaining industries are left vo the initlative of .e privae

sectcre.

From seccnd plan oniards, gradually allocatioms fcr the

public sector increased. Number of indistries in U~fence

(HAL, £EL, BEML), Public Utilities (P2T, Telephones, -lectricity



and Railvays), priority secters (HMT, BHEL, Netional (oal
Development Ccrporaticn, Steel Authority of India), Shipping
(Hindustan Shipyard, Vizag Steel Navigetion Corporaticn
Ltd), Trade (Stete Trading Corporstion, Central Werehous ing
Corporation) and hotel industry (Ashcka) ceme under the
direct control of the public sector- Uvevelopment of these
public sector undertakings mede the stete an industrial

monopoly -«

Establishnient of such slate mcnepeoly was never conceived
to run ccunter to the interests of the privste capitalistse
Intfact with independence, industrial monopely which alr ady

had its rcots in the colonial poricd (ould secure better

conditions for qgrowth and develenrment, the qcverrmant enacted
many acts such as Industries (Jovelopment & Regalation) Act,
1951, Essential Commodities Act (19'5), Companies Act (19%6)
and Monopolies and Restrictive Trade Practices Act (197C)

.in order to control and regulate the activities of the
private capital s+ But the government simultaneously iniii t »d
many policies which encouraged the development of private
monopoly capital. Tariff walls are built around the country
to assure protective mariet to Indian Jndustey. Necessary
infrastructure is created by establishing the basic

industries and by widening transport &nd market facilities
throughout the countrys The result cau be understeced from

the fact that whereas the capitalists grew numerirgl!ly at the
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rate of 1+5% per year between 1903.04 and 1946-47; between
1948-49 and 1960-67, the figuse rose to 7+3¥ per years

Total number of the middle and bicoer capitalist cwners

in 1967 was around 1.76 millionse ' Within the privite sector,
monopolies could take advantage of government's licencing and
taxation policies and developed at a rapid pacer ln 1967-68,
75 leading industrial groups controlled nearly 52.8Y of the
total assels of the privete sectnr. The aovernmental sources
show that in 1972, 853 companies reyistered under MRTP Act

had net assets of Rs+4{47 crores and tcaether they accounted

for 80% of the aaqgregate value of the tctal companies in the

private sector-12
CHANGES IN THE BAMKI'G STRUCQU.E BET(TH NALIC!H/ LiSEATICN
Generally whenever the questicn «f n.: poly was discussed,

Indian Marxist scholars only tcok account of ‘ndustrizl monopoly.

Concentration of capital that simultaneousl, tcrnk place in the

banking and insurance sectcrs was aenerally ignereds Even

those who talk of stete cepitalism i~ India, paic little

attention to state control and state ownership of L=nking and
insurance institutionse But our underslanding of the present
stage of dey: .pment of economy remains incomplete, if we
fail to aialyse the significance of th: changes that took

place in the banking structire aftey the dawn -f indenendences

» aloamationg In the early yeers of independence itself, the

Inc ian government understood the mecessity of amalgamating

51:11 and weak banking institutiu ns 2nd insurance companies
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so as to make them economically Viable- Hence the RII

encouraged voluntary amalgamaticne from the very beginnings

The process gained momentum with the establishment of the

State Bank of India (SBI) in 19%%. A year after, Life
Insurance Corporation (LIC) came into existence with the
merger of 154 Indian Insurers, 16 non-Indian insurers and

75 provident societies. 1In 1957, oriental Bank Ltd

(Kottayam) amalgamated with Kottayam Bank Ltd; and Corporation
Bank Ltd (Bijapur) merged with the Union Ban" of Bijapur

and Sholapur Ltd (Bijapur). 1In 1958 South Indian National
Bank amalgamated with the Bank of New Iidia (Trivandrum);

Hind Bank with the Bank of Baroda and Hel iance Pank of

India with the Bank of Madurai-‘c In 1960 the 58! took over

the business of certain state asscciated lanks like Bank

of Baghelkhand and Mayurbhanj Stete Banke In th:it y:ar itself

the Eastern branches of Lloyds Bank were merged w.ih the

National and Grindley Bank-

Failure of two scheduled banks ir [960 further speeded
up the process of amalgamaticns. Bankiro Companies Act was
amended to confer more pow:rs to the Rl te raconstruct and
if necessary, tc impose compulsory amalyamations of weaker
units. Care was taken t- see thzt weak instit tions were
merged with financially sound and well organised units. As
a result of such brnking policy more than 200 bank; woare

amalgamated between 1960 and 1967. on the whole, oet - een
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1953 and 1967, 86 banks went into voluntary liquidaticn,

56 banks were compulsorily liquidated and 102 banks ceased

to functions14*

Concentration Capital: As a result of amalgamaticns, mergers

transfer of aséets and liguidations, & few strcng commercial
banks could develop at the cost of other weaker unitse Total
number of banks got reduced from 43 in 1956 to 109 in 1969.
Branches of non-scheduled banks declined from 1,100 in 1996
to 200 in 1969« During this period, branches of the scheduled
banks were almost t'.ioul:oJ.acl-15 Agaregete deposits of scheduled
banks before nationalisaticn stcod at Rs+3,400 cro: -+,

while those of non-scheduled banks weres around Rs«..’ . rorese
Even within the scheduled banks, scme of the bilg bank. had a
clear cdge over otherss 1t is said that f1.e majcr banks
together accounted for 60¥ of deposits anc 0¥ of advancas
inspite of the fact that they accounted for cnly 14¥ of tnae

total paid up capiral -1°°

Branch Expansion® 1n addition to the incye:se of bank d.mcsits,

the independence r eriod saw considerable expansicn of Lgiiing
facilities ‘n India. Failures of the rYivate banks to e and
their branches in the unbanked areas compoelled the ind: wident
Indisn state to naticnalise the lmpeiizl Banke. (.. Tha State
Penk c1 Indig(sal) that appeared ir its placed, duly followed
the recommendations of the Rural Ciedit Survey Committee
Betwes~ 1955 and 1967, the SBI ard its subsidiaries - t:bLlished
nearly 1500 banks. Number of braachus of the privete ~uinercial
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banks also increased from 4151 in 1957 to 6,132 in 1965.

At the end of December, 1968 ie., just befcre naticnalisation,
fourteen big banks together had 2,697 b-anches in different
parts of the country. However, befcre naticnalisestion,
branch expansion was very uneven. Most of the branches were
opened in metropolitan cities or urban centres and many of
the rural and semi-urban areas ware not properly covered

by the commercial banks.

NEXUS BETWEEN INDUSTRY AND BANKS

With the growth of bank capital, the nexus between
banks and industry got further strengthened. As it was
already pointed cut some ¢f the leading inductrial ists
started their own banks with intentisn to use t:in2 bank
resources for their industrial expansicne o©n the other side
accumulaticn of huge capitel led some of the emin -1t bankers
to secure huge shares of tl.e _orpcrate industrial Lcdies
either directly or through client.+ The nexus wis further
strengthened by the interlccking of directorships. Just
as some of the industii lists were represente: . decision
making bodies of the banking institutionas incluting the
RBl, many directeic of the banks also acted &s the directors
of many industriese Raje Ke Nigam’s stucy in th: early 60's
brought ot m.ny facts on this aspect: ‘le show:: that 188
direct rs of 20 top banks held 1,940 directors' ips in
1,30% companies and controlled more th n 50¥ of i3 paid up

capitil of the entire privete corpctate sector. TIlia study
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DISTRIBITL N PATTERN oF DIRECTOPSHIPS HELD Y QTHR ColPANIES

e I ™ . S R

N:lmber of Number of Directors
Directers in other Companies

-
i - o e o o W Em o & e e e e e = e e s e

1« Bank of India 4 174
2. Central Bank of India 10 108
3. Bank of Barcda 12 198
4. United Commercial Bank 13 144
5« Punjab National Bank 9 65
6« United Bank of India 13 150
7. Andhra Bank 12 35
8. Union Bank of India 10 110
9. oriental Bank of Cormerce 12 9%
10«Bank of Maharashtra 9 79
11+Indian Overseas Bank 7 4
12.Indian Bank 11 44
13+Devakaram Nanjee Bkge Co-, 2 44
14.Bank of bihar 7 35
15+Canara Banking Syndicate 11 21
16.Canara Bank Q 28
17+Hindustan Commercial Bank 5 20
18.Canara Banking Corporation 8 1"
19+Bank of Madhura 4 10
20«Bank of Rajasthan 6 4
Totalt 188 1,452

- L — — - - — - -

Source: RajeKs Nigan Iiterlocking of Direcrorship between
Banking and other Companies 19¢2-¢g"

* %%
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disclosed that one of the directcrs of the Bank of India
was the director of 151 companiuse Another directer of
the Bank of Baroda worked as the director of 172 companies-
Directors of 5 top banks numberirg 95 held as meny as 689

directorships in varlous private 1imited companies-17

Alongside such direct interlocking of banks and industries
. there developed invisible nexus betwecn the monopcly
houses and the public financial in<titutions- Reports of many
committees in the sixties - Ustimrte Committee, Industrial
Licencing Policy lnquiry Committes, Mcneopoly Inquiry Commission -
proved that ccnsiderable share of credit frc:. 'DBI, 1IFCI, 1CICI,
and other banks were aveiled by a few big indu "al houses-178

The very criteria th#t these banks adopted in ci - allocations

favoured the growth (f industrial m nopclies-

SIGNIFICANCE OF NATIONALISATION «F BANKS:

The nexus that developad between the banks and indu:t-ial
monopoly houses wuld not have created much resentment eamor ; the
public if India had not witnessed the wor: 1 sconomic crises of
the mid-sixties. Industrial stagnation, failure of agriculture,
growing unemployment problem - &ll these had considerably influe =
nced the social »nd political situation in the mid sixties.

The rural rich was dissatisfied with the blas the giate elite
was exhibiting in allocation of funis for the indust# . Dissatis -

factiorn of Lhe rural rich mada them g.sert their str.vw:ih in

1967 eleciions: This factor was vevy crucial in the do’c-t of

Cengress Pazty in scme of the Northe:n states. Withiv “he
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* industrial sector also, small txaders”gmall industrial ists
were dissatisfied with favouretism shown to monopoly

housess They were very much insisting on state protection
from the big business. Inflaticn, poverty end unemployment
adversely affected the lives of comuon peoples People's
dissatisfaction with the government's policy forced them to
come to streets and voice their resentmente Among them,
workers, peasints and youth were increasingly becoming radical
in their outlook and actions. Naxalite upsurae that began

in the late 60's brought to light the dissatisfaction of the
agricultural labourers, small peasants and tribals with the
existing pattern of land ownershipe As such, thepe was

overall crisis within the system« Th> ruling clasces had to
overcome these multi-iimensicnal contradictions in crder

to legitimise their power+ To handle this critical ~ituaticn,
the state was forced to restructure the economy, of cecurse,
without radically affecting the existing property 1el:ticnships.
Meeting such a necessity itself needed meny changes in tne
economys One such significant chinge resorted to by the stéte

was national isstion of banks-

InCfact, the Banking policy of Indian ycvernment had
already assigned many powers to the EBl to cont:el 2nd regulate
the activities ~f commercial banks. As such it wes not at
all difficult to move a step further to change the |~gal
ownership cf the banmkse Even_if the -tate was to giye
comperisation, financial burden on the state exchequer was not

so bige It can be understood frem 1r: fact that te./] pald-



up capital of 14 big banks was only Rg+2845 crares - about
1% of the total deposits of the banks (ie., Rs+2750 crores)
in 1968-18 Thus objectively by the end of 60's the stage was

already set for the natiocnalisation of bankse

Though economic situaticn was already ripe for natisnal i-
saticn, the actual timing of naticnalisaticon was decided by
the political events. It wrs the period when Mrs. Indira
Gandhi was desperately trying te assert har supermacy within
the €ongress Party. In crder to fight the syndicete greup
vithin the Congress, it was necescary fcr her tc win cver
the pecple to her side« She very clﬁ%rly rlayed her role
in Bangalore session of All India Congress Ccrnmittee by

introducing the demand for nationalisaticn of Larkce Her

arguments that naticnalisation would enable the state to divert
its funds fcr the benefit of the poor and weaker seclioms in
the society and bring about democratic socialism in the country
could attract the imagination of the people: She projected

the necessity of effective iliplementaticn of planning,
reducticn of regional disparities and the promise of adequate
credit for agriculture as other objectives . natlonalisations
By and large, pecple who were lccking for a change endcrsed

her viewss Though the : ighist prrties like Sw.ta *ra and
Janasangh opposed, Mr.:. Gandhi could secure the suoport of the
CPl1 and Praja Socialist Partye Taking advantane ¢f th  progre-
ssive image that she could gain betause of her insislcnce on
national isation of bauks she took away finance portfclic

from Moraxji Desai and iviitiated the neceSiary steps for !«
nationalisaticn of the top 14 scheduled commarcial banks-



DEVELOPMENT CF BANKING STRUCTURE AFTER NATICNALISATION

Though nationalisation of banks could not change the
capitalist content of the banks as such, it did intreduce
many significant changes in the banking structure. Pro:fessional
touch was given to manag-ment and representitives of the w-rkers,
artisans, peasants and depositors were included amcng the
directors of the bankse Public Sector banks became cne of
the biggest employers« Employment in banks increased from
2.3 millions to 12 millions in 1983-84. The SB1 itself

employs over 2,50,000 emplcyees-

Branch_EXpansion: Enough att enticn was pi .. te expand the

branches of commercial banks. As 2 result, ' total
number of branches of these banks increased fi1. 12,620 in
1971 to 53,287 in June, 1986« Most of the bank  ere opened
in rural and semimurban areas (Table 71) The SBI h its
seven subsidiaries hzve more than 10,707 “ranches- .ranches
of the SBl and its subsidiaries 2lone e¢. =itute i. 30%

of the Public Sector Banks-19

Depos it and Credit Po'icies 3 Credit policy of the commercial
banks was modified to divert more funds to the »riority sectors-

Keeping in view ' thc anti-poverty prcgrammes of “he government,
credit for agriculture incr:ased frcm 4+8% in % to 16.3%

in 1985 Dur g the same period the credit flcw “or the
industry fell from 64%¥ in 1966 to 4777 .n 1985. suqregate

deposit of the scheduled commercial Larmks increased from
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TABLE = 11
GROUP-WISE DISTRIBUTICN CF G Mk'SHCIAL_LANKS

Group 1969 Percentaye 1960 Percentage
JUNE to total JUNE to total

1« Rural 1832 2244 29’703 56

2. Semiurban3322 4041 10,585 n

3« Urban 1441 1745 7,209 )

4. Metropolis1611 2040 5,790 )

Total: 8260 100 £3, 287 120

Source: Report on Trend and Progriss >f Banking in India
RBI Bulletin

*H %



- 108 -
pRal
RS-5,906 crcres in 1971 to %-1’00’964 crores in 1986. Their

bank creqit during this period rose frem Rs« 4,684 crores

to Hs-?0,551 croress Total deposits of the SBI alone increased
from B?-226 crores in 1959 to 29,729 crcres in 1987.

During that period, its advances raised from Rs«106 crores

to Rs20,677 croress2!

PRCGRESS OF INSURANCE SECTCR: Along side banking sectcr,

insurance institutions of Central Gecvernment also showed

significant developments Total business of LIC increased

from Rs+1,475 crores in 1957 to Rs«00,795.17 creres in 1987.
During the period totezl number of policies rose from H56+86
lakhs to Rs+290+80 lakhs and their inves. ble funds showed

a sharp increase frcm Rse¢381.99 crores to hs-12,812. 32
crorese Total inccme from investments in 1966-87 was
Rs+1334¢17 crores. Similerly aggregaote unit cé, ital of the
Unit Trust of India (UT1) rose to Rs+3,708 crores Ly “he end
of June, 1987. Toctal investible funds of the trust Increased

£Tom RS+24¢7 crores in 1965 to Rs3118 croras in 1987.2°

DIVERSIFICATICNS OF THE FUNCTL NS oF THE_BANKS:

With the expansion of banking facilitles and with the
accumulation of bh.nk cepital, there aro: . .he necessity of
diversifying ihe functicns of the banks. Accordingly,
division of .« tk tock place within the Indi-n banking and many

specialised banks were established to c23ter tec 1he needs of

24

the industry and trade- Whereas the SBI and ctror



scheduled banks were basiceally involved in mobil isation
of savings, development banks like Industrial Finance
Corporation of India (IFC1), Industrial Credit and
Investment Ccrporaticn of India (ICICI), Strte Finance
Corporation, Industrial Development Bank of India (IDBI),
Export Credit Guarantee Corrorzcion (ECGC) and Emporte
Import Bank (EXIM BANK) started deal ing with industrial

financing and export premeotion activitiese

Industrial Finance Corpeoraticn of India wes established
as early as in 1948 itself to previde medium and li ng term
loans to industry. Some c¢f ihe major functions of the
banks include.: 1) guaranteeing loans ralsed by the industrial
concerns; 2) subscribing sharos and debenture: o industrial
concerns; 3) underwriting the issue of stccks, Shares
bonds or .. . . debentures by industrial concerns and
4) extending guarantees in resnect of deferred pa/m a'se
In additicn to IFCl, Stete Finascial Ccrperaticns we e
started in every state to meet the needs of small gwd
medium sectors of industry  Apart from them, the 1CT:1
was set up in 195 with the help of the Werld Bank .n order

to encourage and assist industrial investm.nt in %l .
private secter- The ICICI lends long te. . . . &¢nd ..ediium
term loans in rupeé &nd foreign currenci 5 to privite
industrial conceins which ncrmally invelve foreign

collaborations
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Industrial crisis of the mid-sixties however necessitated
a bigger orgenisation to undertike industrial financing,
and export promoticne Responding te these nece-sities,
Industrial Development 8ank of India was setup in July 1964
as a subsidiary of the RBI+ The IDBEI cocordinates the acti-
vities of other financial institutions including the comimorcial

banks; supplements their res.urces; plans and prenotes

industries of key significence and develicps and anfcrces a

system of priorities in promoting. ‘urther industrial grewth.

Aprt from these institutions specialised in industrial
f inance, some cther financial instituticns such ns ECGC and
EX1/4 Bank came into being to finince oXport relited activitiess
The ECGC issues insurence policies to Indian eX o ters and
furmishes guarantees to banks prcviding pre-=shl © L and poste
shipment credit facilitiese The ©=XIii bank was ecstabl ished in
1982 to ensure integrzted and ccorxdinated approach to the
problems. EXINM Bank promotas expert of ~epital ard {echnelogy
from India. It extends credit facililie: to diffevent kinds
of exporters to enable them to compet. in internatic..al
markets.

In additior to these banks the Life Tnsurance Corporation
of India (L7:) .nd Unit Trust of India (UTI) also play key
roles in Je' :lopmental activitiess They wolilise savings by
float.ng .ifferent schemes and invest in privite sector

under tzl.ings by purchasing shares and debe. L. ess
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suU ! 9) INANCI INSTITUTIQNS
In the era of mcnopoly capitalism it becemes extremely

difficult for any individual industrialist te float or

expand any major industrial ventures without the assistance

of financial institutions. Inadequacy of their cwn respurces

and periodic crises in capital market compel even the

monopoly houses to depend on banks. In India mearly 1/5th
of the industrial financial needs are now met by the Public
sector banks. More than commercial banks, special ised
financial institutions like 1DB1, IFCI, UTI, ICICI emerged
as potential financiers to Indian indus. 1al sector. Loans
disbursed by all financial institutions combined in 1986-87
totalled Rs«4,517+9 crores and their indirect and direct
subscription to shares and ¢ hantures amount o Rs+754

ceorese (See Table 1V)

Aggregate financial a-sislance suncticned by £ « IDBI

rose from Rs«3,672 crores ir ]19895-86 .to Rs+4,481 crc. » in

1986-87. The cum.lative ass:st nce sancti ned and disbur. od

by the IDBI since its inception to the end of March 1947

aggregated R .. ,680 crores ari lis«16,454 crores respectivelye

As on M7 -h 989, IFCI has sar .\ uned Rs+6,546a79 crores to

fina'.ce 3,199 projectss In the cumulative picture, textiles,

coment, fertilisers, iron anc steel and feirous alloys,
synchetic and man-made fibre nd sugar emerg d as the
largest beneficiaries of the ]FCI's assistance hzving
cleimed together 48% of the tolal assistences In 988-89

)
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TABLE = 1V
ASSISTANCE DISBURSSD BY TERM LENDING INSTID TIcNS
198687
Institution Loan disbursed-ﬁ—Unden.ri"Eing TOTAL
(In Crores & direct (g? Crores
subscription -
Rupees ) to Shares Rupees )
IDB1 3,084.0 294 20834
IFCl 448+ 4 1049 459.3
ICICI 671.0 245 6955
IRBI 9446 ” 94.6
LIC (Excluding
Short Term Loans) 109.8 28040 389.8
UT1 1107 30649 417+6
GIC and its _ )
Subs idiaries 29.4 102.2 121 4
Totals 4,517.9 75349 5274-8
Source: Report of Trend and Progress of Banking in ini.

198687

* ¥ K



- 112 -

private sector which has always been a prime-beneficiary of
the financial assistance from IFCI right from its inceptirn
claimed Rs+1053440 crores (79¥ of the total) for assisting
501 prcjectse Assistance to the joint secter in that same

year was Rs+135+41 CI(IQS-ZO

The LIC and UT1 emerged as the bicgest buyers of shares
and debentures in industrye In 1971 itself LI1C was ranked
among the top 10 equity holders in 40¥ cof the 332 industrial
companies suryeyedcaj L1C has invested in 328 large group
companies registered under section of 26 of MRETP Act, 1969.
In 1987, the total investment which am unted teo Rs«73%9.7%
crores accounts for 60% of its totel invostment: in the
private sectorggf. out of the total investible 1unds of
Rs+4,494 crores in 1987, the UTI invested Rs«627 crores
(13.9%) in equity shazres, Rs+10 crores (Ne2%) in preference
shares, Rs+1761 crores (39.3¥) in debentures and bila ce of
Rs+2086 crcres (46-6%) on advance deposits against .nves*ment
commitments, unsecured shert term depo. t5 etce, and o.li:x

invegstments with banks and govexrnmcnts Z’

In the initial years, the financia] institutions were

satisfied with the returns that they used to get in the form
of interest #nd profitse But as their investment: increased
they begar. to .ake increasing interests in the management
of the _on.erned industries: Inabiliiy -f the financial
institutions to dispose off 2all thelr i res in times of

crises is used 2c a plea: to demand an effective role for

them in the decision making process o the concerned companiess
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In the recent years wherever necsssary the banks are impesing

rigorous rules, supervisinc the accounts =nd bringing pressure
upon the industrialists to comply with their gcals. With

the introduction of convertibility clauses, the powers of

the financial indstitutions are further enhanced« Following
Dutt Committee'’s recommendaticn that the financial institutions
can appropriate a share in the benefits accruing from the
projects financed, the government aave options to the banks

to convert their lcans into equitye As on June 1987, the
clause was stipulated in 937 cases involving loan amcunt of

Rs«2075 crcrese Loan amount subjectad tc¢ oetual cenversion

20
was Rse399 crcrese"

Financial institutions which can send the. . ~wn

representatives have accumulated censiderable po s to
influence the bcarde To alleyiate the fears of '« capitalists
who ccns idered this clause as a backdoor . step ~wards

national isation, normelly, the directcrs of the {.nancial
institutions remain as sleeping member' of the bo-1d4. However,
the recent incidents showed that they have the abil.ly to

play havoc with the ptivete corporate sectere Takeover bids
in 1982-83 infact established the suprem cy of financial
institutions ever the industrial monopclzase It may be
remembered th-t in Swataj Paul ca2se, tha LIC attempted to
remove th. Directors of Escortse Tc oring about changes in
the organisaticns of the companies iiranced by them, sometimes

they sell their shares to certein pafties clcse to them.
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Infact it is alleged that in the ceses of Indian Cements,
Kamini Engineering and Premier Automcbiles, financial instituticns
fovoured persons who are close to the ruling party at Centre-
Since the financial instituticns ncw control as much as 1%
of th?@quity in the corporate sectorn31t¥\u3 cen dictate terms
to the companies and decide tie féte of the industrialists.
That banks are not all that altruist in their practice cculd
be understcod from the fect that since the intrcduction of
convertibility clause, rate of interest was raisod‘from 8¥ to
the present level of 14 percel.t-32 As such the industrial
finance from the developmental banks ere beceming ccstlier -
both economically and orgsnis:tionally - even to the
private monopoly housas-
CONCLUSION

Sofar, we have reflected c¢n different asp=ct8 +hich are
very crucial for underst:nding present stege of deve opment
cf capitalism in India. In a sumup, it may be agéin g.ated
that this stage ts 'State Monopoly Capitalism’ (SMC, because
it has all the featur:s commcn tc such system. About
Years of planned .!develcpment in Incia g-ve birth to &
powerful State monopoly - both in industry and banking-- and
this public sector in aduition to creating viecessary conditlons
for the growth of priv te capitalists, estab]ished a streng
nexus with private r. nopolies, thus strengthering the SMC in
India. This hypothesis can be further strengti.enei by

the following facts:
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One can see phenomenal arcwth of pLublic sectcr
enterprises during the plan neriode Frem only 5 enterprises
as Ist April, 1951, their number increased to 228 in March
1987 Now they employ more than 23 lakhs of people, including
casual workers. At the end of 1986-87, capital employed in
operating central public sector alone stocd at Rs.51,921
crorese In that year the tctal turnover was Rs+61 thousands
crores and its prcfits around Rs.1,770 crnres-?? Abcut
55% of the total invastment in centrel publ ic sector
undertakings 1is in basic industries like steel, cc2l, minerals
petroleum and power. Public sector today acccunts for 100%
in petroleum, lignite, ccpper, lead, telephones and
teleprinterse Abcut 89% in ccal product.cn, 77¥ of steal
product.on, 38% of aluminium and about 87¥ of zink ccmes from
the public sector enterprises-FA Public secter undartakings
like Hindustan Petroleum, Bhsrat Fetroleu., Indian 0il,

Coal India Ltd., Steel Authority of Indir !tde., nil and
Natural Gas Ltd., and BHEL found place ir '‘ortune International

500" list of the largest non-US industrial corporaztions for

1987. 2

LV @ field of industry, ludi.n Stete made efforts
At the

Just as i

to bring ce.iceriration in the 1ield of banking alsos
time of .ndcpendence itself, the RBI realis-d the necessity
of amzlg: ating small and weak banking iwet 'tutlions in the

country. After the banking crisis of 1900, sherever necessary
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the RBl started resorting to compulsory merv:rs and rempulsory
liquidetionse As a result of the banking policy, a few big
scheduled banks could develop into moncpolies by squeezing many
non-scheduled and also small scheduled bankse Nationalisation

of banks further activitated this processe Infrct number of non-
scheduled namks drastically zezme dovn from 225 in 196" to mere 4
in 1987-36 Though numbar of banks come d-wn, concentrotion reached
its highest peak after natirnzluisrticne In 1795 tetel glebal
deposits of all scheduled ban's strcd at Ise1,26,761 crores and
their credit st Rs+76,562 crorase '° They emplcy mere than A lakhs
of workers. As the naed fer diversifisaticn of functiens of the
banks arcse, many specialisad finencirl unstitiutions ceme into

existence to finrnce indusiry aend trido.

Daespite meny changes in stiucture ard functiens «f the banks,
naticnalisction has nct altare! the comne ¢28l nature of Indian
bankinge Nc compromise wes made on the question of eérning meximum
profitse Actually naticnelis: ticn wes only zvitendad to make them
more prof essionale Hence, though the banl's vexe '#tionallsed, in
many of them old directcrs W:re retained and vihnerever necessary
experts in the banking business were taoken in. Representatives of
the privete monopolies centin.e to sit in the Boarl cof Directers
as the represantatives of the Indian Industry. Thelr pressure
groups like FICCI and ASSoCHAM exert considerable influence on
bank policy. Cradit policy of the benis anféct cracted a streng
nexus between th: banks and industrial monopocliess Jolnt sector

initiatad by .e government af ter 1970 reculted in ccalescene of
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state monopoly and the private menopel inse Since some of the
public sector undertakings are accum'lating considersble prof its
in the recent years, many of the pri.: e monerelins have started
investing in the UTl un.ts and governmental 59curil:ies-38 Thus,
interests of the state and monopolies began to cenverqge to

strengthen the state moncpoly cepitel ist bese in Indiea.

When the =MC becom»s the rock bettom foundation of Indian - .
economy, Indian state cannct but play a ecnscicus role to promote
the growth of privete monopeoliese Theugh the strte succumbed
to the pressures from the public and er.octed acts such as FERA
and MRTP Act, other than taking :jfev steps te requlete the
activities of individusl mencpely hcusaes, it never trok up any
measures to weaken the mcnepc)iess By cresting nece-sary conditions
in cne sense, the state itself becene instrunzntal in proemoting
the growth cf private monopoliesse As Moncpcl Znquiry Coumission
put it, " the planned economy whicih governmen. iacided to accept
for the country as the quickest wey to @chieve .in:ustrialisation
on the right lines has prcved to be a petantial facter for further
concentration'-sg Develco-:ient of publ .¢ sector, nzzure of
industrial licencing policy syétem and credit pol.c; ~f the
Indian banks - 211 these &ctuzlly promotad concentrat..n in the
private sector. Even tho~e wro are vary closely 2¢seciated with the
enactment of MRTP Act now accept that the Commission cculd not do
anything to curb the memorcliess In the recent years, the
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industrial policies are being gradually libarslised te enable
the monopoly houses to enter even those sectcrs which were
higher to kept under the exclusive domain of the public
sector. Arguments such‘Fs the necessity of restricting
foreign multimaticnals, development of backward areas,

export promotion or technological development were floated to
liberalise the economy. Rajiv Gandhi's “New Economic Policy'
took the liberalisation process to logicz]l culminalicne In
1985, 25 broad categories of industries were delicenced and
22 out of 27 MRTP industries were exempted from Section 21
and 22 of the MRTP Act. ™’ Cormpore*te taxes were censiderably
reduced and licencing policy was further simplified. All
these steps further promoted concentrétion of capital. How
quickly scme of the privete monopoly houses cculd reach the
present stage coculd be understood from the figures cited in
the Table Ve Infect between 1957 and -7, the paidup
capital of non-governmentzl companies increased frem Rs.1,005
crores to Rs«9,383.2 crores in 1987« Dur.r: the same period
number of non-governmental companies incr- .ed from 29,283
to 1,37,133. 41 A1) these fecis and figures are sufficient
to prove that the Indian state played 2 kuy role in establishing
gnd in strengthening the . state monopol, capitalism (SMC)

in India.

%
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JABLE = V
GROWTH_OF THE ASSETS OF S ME_oF THE BIG BUSINESS HCUSES

Name of the Hcuse Assets (In Crores of Rupees)
1965 1981 1986=87
TATAS 468406 1840 4938.88
BIRLAS 304.03 1692 477138
Maf atlad 45491 53 105050
JeKe+ Singhania 59.20 520 142667
IC1 368 338 453+5H2
Sérabhai 4316 331 -
Bamguri 77.91 281 670449
Kirloskar 19.12 278 474+78
TeVe Iyengar 21.87 227 622477
Mahindra & Mahindra 20.12 S 46587
Bajaj 21.14 215 TT779
Shriram *4.68 20D 590.88

— —_— o ——

Source: Moncpolies Enquiry Commissin 1/ : Manorama
Year Book 988-89

* ¥R
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The Sino-Indian War of 1962 brought a dramatic change
in India's Defence Policys Befcre the war, most of the
members of the Parliament used to be extremely critical
of every prcposal aimed at increasing the defence budgets
It was felt th-t any increase in defence expenditure
would only curtail the scarce rescurces needed for develop=
mental activitiese But the military set back in 1962
and indecisive war with Pakistan in 1965 forced the nation
to change its prioritiese The state c¢f insecurity made
all sections of pecple acquire liberal attitude tcwards
defence spendings Thereafter the governmenti tack advantage
of the favourzble atmosphere and started diverting huge
amounts to strengthen the military preparedness of the

nat ione

The ccnsequent progress that the country achieved in
the field of defence is indeed werth ncting. At the time
of independence, India inherited an army of 300,000; an
airfcrce of two fighter squadrrns and cne transpcrt
squadron and a navy comprising fcur slgops, two frigates

1 no

and some harbour defence crafte But, Indian military with

approximately 1.3 million men is reccgnised 2s cne of the
world's l.rgest regular fcrces It hes third largest standing
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army, fifth largest airforce and eilghth largest navys Its
military supremacy in South Asia is unchallengeabl e«

India's defence capebilities were well exhibited in
Indo=-Pak war of 1971« The war established India as a
regional power in Scuth Asia. With the birth «f Bangladesh,
Pakistan's position in the sub-continent was marginalised.
No amount of fcreign assistance can make Pakistan a match
for India in its militery prepzredness-2 Indo=-Soviet
Friendship Treaty will act as a safeaquérd in protecting
India from Chinest threat- Fortunately, present Chinese
leadership exhibited keen interest in normalising its
relationship with India. Both the parties, namely India
and China realised that peaceful negotiztions azlone can be
a soluticn to the vexing berder probleme Other small
powers in South Asia are forced to accapt India's dominent
positions Even the Super Powers reccgnisad India's pre--
eminent position in South Asias All these factcrs have
contributed to peace in the sub-continente Barring Indian
invelvoment in Srilankan and Maldives affairs, Indla did

not fight any major war after 1971.

. India ncw at the threshold of 21st Century is very
different from the India of mid-sixties. Indian military
cen confidently meet any threat to the security and
integrity of the Naticne As such, we ha'e reached a
stage where we cannot ignore the necessity of rethinking
about our hational priorities: The hation has spent enough
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money all these twenty five yeers to strengthen 1ndian
defences Can't it afford to divert its cttention from
defence to developmental activities at least ncw ? Should
spending such huge amcunts on military still continue to
be a prioi'ity which can igncre the necessities ¢f sttending
to the socic-—economic problems of the masses? What would
come in the way cf reducing the a2llocations feor the defence- -
perceptions of threat to National integrity and security

or any vested interests premgting the preocess of militariscticn®

While answering these questigns, at least partially,
the chapter throws light on the eccnomic necessitles fercing
India to get militarised+ The manifectaticns of such
militarisstion and its impact c¢n Indian economy are briefly
analysed to get deeper insights into the nature of State

Power in India.
BACKGROUND ¢

India opted for the capitalist path or develcpment at
a time when world cepital ist system 2l-eady reached the stage
of imperialisme Though India achieved indepenience in a
half-baked and truncated manner, the ruling netional bourgeois
class entertained high ambitions of economic develcpment
in Indiae The impressive economic achievements during the
first decade of independence gzve further confidence to
the capitalist classe Consequently, with intention to
make India an industrial power to be reckcned with, the
policy makersgave primesry importeance to iidustrialisation
in the second Five ye2r plane While the first Five Year
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Plan on the whole invested Rs.2,378 crores, the second
Five Yeor plan invested Rs«4,800 crores in tha publ ic
sector alone and Rs+2,400 creres in the privete secters
The country witnessed striking development in industrial
cutput in terms of rate as well as pattern of growthe The
then rete of growth of industrizl cutput steed around 7¥
per annume It was during this pericd that the gc\ernment
established three steel plants in the public sectcr-
at Bhiilai, Durgapur and Rourkela, and expanded m re units
in the private sectors Industrial index of iron shcowed an
increase from 122 tec 238 - almcst twe~fold within a span
of five yearse Production of cther essential materials
like aluminium, cement, chemicéls, fuels &and power
also increased substantiallys The sa.ne trend ccntinued
even in the early years of third plan when the rate of
growth of corporate sector continue: tc be arcund 8 X

per annume

There could be uninterrupted industrisl agrowth af ~
India had sufficient markets -~ both internal and external
markets = tc dispcse of all the groeds that it produceds
Despite considerable economic grewth, the Five ye#r plans
failed to increase the purchasing pewer «f the people
by redistributing the naticnal wealth in fawour «f the
masses. What is worse, deficit financing, inflatirn and
taxation led to reductin in the real inccmes of the
People: Unfortunately India cculd not get into the much
expected Afro-Asian merkets on a large scales The actual
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situation was well stated in the joini study of V<K. Ramaswam
and DG+ Pfoutz, sponsered :n the mide-sixties by the USAID
and Government of India. The study cbserved, "the demand

for the final products at the present time is however
substantially less than the full capacity ocutput in technical
sense—— In . the industries, we studied, it is demand, not
the capacity that set 1imit to the cutput- 3 The situatien
natuzally threw the economy in tc the vertex of deep
recession resulting in a2 fall cf rete of arowth of
industrial output to 3+5% per annum in 1905-70 and to arcund
2.75% per annum in the pericd 1970-74.4 There was under—
utilisation of installed capacities in 2ll the mejor industries-5

The recessicn led to considerrble decline in cutput and

sales as well as increase in stcckss

This situation had a deep impact on the industrial secter
as a wholes In West Bengal 2lone during six-month perio d
from March 1967 there were about 47 ceses of closures, 19
cases of go-slow and 9 cases of lay —offs resulting in
the unemplcyment of about 50 thousand perscnse Similarly,
in Maharashtra, the recession hit seven major industrial
towns leading to retrenchment of &bcut @ theuvssnd workerss
The Federation of Indian Chambers cf Commerce (FICCI) in
its report stated thet , " Recessi n has affected varicous
groups of Industry, some mcre and some les.s Ncne is
completely cutside the shadow-" FICCI's repcrt alsc admitted
that " the present recessicnary conditions Lesides causing

difficulties in varicus industrics have affected the cutlook
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for growth and further investment in preductive activityees
Unless the investment outlcok impreves by suiteble adjustménts
of fiscal and monetery policies and the assurance of a
reasoneble return teo investers, the cenditions will not

improve-"6

In such a situstion it is natural that panic-
stricken industrial houses approach the gcvernment to find

a way cut of the crisise.

It was at about this time that India witnessed two majer
wars which brousht te forafront the necessity of achieving
self-sufficiency in the defance preparedness of the countrye
Defence crientation wss given te subseq ent annual plans
end substantial investments were made to increase the
strength of the armed fcrces and tc enlarge the sphere of
defence nrcducticn by setting up many crdnance factceries
end defence public sector undertekingse Further, awereness
of the iniability cf the public sector to meet all the needs
of defence, fcrced the geovernment to depend on the private
sectors For the capitalists who were lcc king fcr a way out
cf the recession the gevernmental pelicy te indigenise
defence preductcion gave the much needed respite frem the
eccnomic crisise Understanding the pesitive effaect of
militeris~t.on on the ezonchy; the caritalists began to
articulate effectively for broadening their base in defence

pr«ducticne

CAMPAIGN FOR PR1'ATE PARTICIPATION IN DEFENCE PRODUCTION:

The Industrial Policy Resclutions of 1948 and 1956
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ccmpletely forbade private sectcr participation in
strategic and defence industries. Upto the sixties,

there was no visible criticism from the capitalists of
these provisions of the Industrial Policy Resolutionss
However, the recessicn that followed the third Five

Year Plan compelled the privite sester te aet a foothold
in defence productione Being awere of their cwn class
interests capitalists started a systemetic campaign
against industrial policy resclutionse Using the arg.ment
of " defence preparedness of the mctherland", the

industrialists began te urge the gc vernment tec le2ve

production of the clothes, electrinic and cemaunication
equipment, caps, trucks etc: necessary for the defence
purpose tc the privite sectc r-7 They also demanded that
the government should help the c¢ivil sector with finance,
capital, maintenance grents and subsidiss tc enable them te
participate in defence producticns Strongly criticising
the hesitation c¢n the part of the goverasment, they sterted
pleading to the gover-ment thest "it must lock upon
businessmen and industrialists in this matter of defence
production as partners, collaboratcrs, comrades otce” .8

Upte 1965 the entrepreneurial class in the main
resorted to campaigning through their press. Hcwever, after
the Indc-Pak wag of 1965, their class crgsnistions like
FICCI and Indian Marchants Chambers began tc put pressure
cn the government through their speeches and resoluticns

to widen the private sectcr base by invelving this sector
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in eagineering, chemical and electronic units in defence

prcduct icne

Welcoming the defence crientation to the annual plans,
they elaborated whet such orientation shculd mean. 1In
one of its editorials, the IThe Times of India owned by
one leading group of industrialists wrote,"the concept
of a'defence origntati_on"' of the euonomy must be broadly
interpreted tc mean general economic and industrial support
to the country's defence preparednesse This would include
agriculture, exports, allcys and speclal steels, heavy
chemicals, oils, electronics and mechanical engineering
and transport industry to menticn only scme of the obwviocus
categoriese Apart from the ordnance items and military
hardware, defence orientation &s such means plan as &

whcl " .9

The then president of FICCI, Mr. Raman Bhai B. Amin

maintained close communicaticn with the Defence Minister10

and the ccncerned governmental officials. Mr«J+Ce Bansal,
General Secretary of FICCI also pleaded fcr strengthening

of the then existing ties between the ccvernment &nd the
industrye He demanded the setting up of a liaison ccmmittee
consisting ¢f the representatives «f the gciernment and
industry to take timely 2ctirn tc overcome the prcblews

of defence production and pl.n:chaseus"-11 Assuring thaet the
private sector would cooperate wholeheartedly the President
of Indian Merchants Chamber, Pe+A+ Narielwals asked the

Government to ™ give a clear indiceticn to private industry,
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what it was expected to do in sustaining the defence
production® 3%

LEAISCN BETWEEN DEFENCE MINISTRY AND THE PRI\ATE SECTCR

It is with this background that the Indian Steote,
responding partly to its cwn defence needs 2nd partly te the
needs of the eccnomy , began to widen gradually the scope
of privete secter participation in defence preductions
The first attempt in this regard was made immediately
after Sino-Indian war when the Secretary .f the Ministry
of Ecconomic &nd Defence cc=crdination met the representatives
of the industry to discuss the manufecturing ! of defence
requirements by the priv:te sect- r-m Theugh b th parties
came to certain broad agreements, very little prcgress
was made in the next two yeérse However, after 1965 wer,
the gcvernment actively responded to the demands ¢f the
indi.strial hovsese A high-level meeting was attended by
senior of ficials of the Departmenis of Defence Producticn,
Industry, Supply and Technical Develcpment Directcrate
in october 1965 tc tone up the administr.live machinery tc
ccpe with the requirements of def ence pr« du::i:.’mn-14
In November, 1965, the Defence Ministry placed crders with
the main steel producers of India including TISCo, 1ISCO and
Hindustan Steel and other units to meet the entire 'direct

rﬂuhements.of special and alloy steel and
about 0¥ to 60% of the indirect requirements ¢f these items
by the Defence Ministry"-'>°* Defence Ministers like Y.Be
Chavan and Jagjivan Ram started giving cpen invitation to

the industrialists to participate in Defence productinn°16
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This liaison was strengthened with the establ ishment
of the Dapartment of Defence Supplies. The Department
is intended to promote indigenisaticn, development and
production of (i) items hithertc impcr.ed for which
new cepacities required toc be created in the civil sectcer;
(ii) new items developed by NRDO for w! ich cecrmercial
producticn has tc be established in the civil sectoer and
(1i1) components, sub,éssemblies and assemblies required
to supplement the productiin in defence prcducticn units-”
The Department is to tap the potentialities of Indian
cngineering chemical, textile, jute and cther industries
which can develcp and produce indigencusly the increasing
volume and variety of stores necessary for defence pulcses

The Department has a central committee to deal with
policy matters and various technical committees for identifying
items for indigenisation and actuzl placement cf development
and production orderss All these technicel committees wnrk
under the supervision and direction of Centrsl Technical
Committee (CTC) under the chisrmanship of Additicnal
Secretary (Defence Supplies)s The Development Commissioner
for Small scale industries is a cccpted member of the CTC.
After thamough discussicns in 1982 a consensus was arrived
at on a two-tier institutiona! framewrk for Tegular
interacticn with industrye Apart from arranging pericdical
conferences it was decided tc set up functional groups
relating to vericus discipl.nes tc scrt out various problems

18

and issues involved in the defence effcrts. The Department
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seeks to offer the whole package of promcticnal assistance
such as design and drewings, identificaticn and procurement
of plant machinery, raw materials, release of fcreign
exchange, provisicn for import of scarce raw materials and
capital good5-19 Exhibitions and semple rcoms are arranged
in four major cities namely Delhi, Calcutta, Bombay and
Madres for exhibiting to the entreprenaurs about various
products that the military needs. By all these means, the
Department of Defence Supplies brought about collaboration
between government and the defence oriented or orienting

industrial and commercial houses in the privete sectore

Since its inception in 1965 the Derartment of Defence
Supplies plsced ¢ rders for about 65 thoussnd items. By
December 1980 the goiernment plzced orders for cver 47800

itemse Frcm 1980 (nwards every year crders hsve been placed

for about 3,500 to 5000 itemse The valie of orders placed
alsc increased cver the years along with the number f
items. Whereas the value of crders placed in 1977-78
stcod at Rs+62 crores,b§ 1985-86 it incre -ad to Rs«175-96
croress The Defence Ministry claims thet more than half

of its requirements are procured from th. small scale industry-20

(See Table 1)

Along with the Department of Defence Supplies which is
now a part of the Dep,rtment of Defence prcauction and
Suppl ies there is Army Purchase orgasnisation under the
Ministry of Food and Civil Supplies ence~ xl in the purchase
of food articles necessary fcr the armeo forcese In 1986 this
Organisaticn was transferred to the Min. iry f Defences
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TABLE - 1

———

Value of Orders Placed

— T —

Year Number of Value ¢f orders
items (In Crores of Rs.)

1965 to

Dec'80 47,800 563400

1980-81 3,739 7389

1983-82 3, 301 84. 08

1982-83 4,072 78 46

1983-84 4,986 141415

1984-85 3, 401 147.53

Upto *

Dec'86 N+A 175 +0

* N:A : Not Available
Source: Annual Reports, Ministry of Defence fcr various

Years

L2 2
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At present while rice, wheat and sugar are precured

through the Department of Focd , other commedities such

as Vanaspethi, pulses, dry fruits etc are procured by

this organisation through the tenderse The value of the
purchases during the period April 1986 to February 1987
amcunted to 231423 crcres< | Thus the necessity of feeding
almost ¢ millions - people &ssoclated with the Defence
services creates a constant demond for agricultural products

worth crores of rupees-

In additicn to creating demand for the accds in the
private sector, the pclicy of indigenisation of defence
stcres enccuraged establishment cf 21 ancillory units arcund
the ordnance factcries at Jabalpur alone. orders placed
on these ancillories increased from Rse2.14 lakhs in the
ydar 1973=74 to 289.72 lakhs in 1987°-84 registering an
average annual grcwth rate of 28s7 percent-22 ~ In
addition there are more than €60 industries already attached
to the Defence Public Sectcr Undertzkingss The government
itself proclaims that many mcre can live and grcw with
the ordnance factories and defence public sectcr undertzkings
which together constitute the core of defence producticn
in India

- In view of their significant impact cn the naticnal
economy it is desirable to understend the origin, development
and various other manifestations of th2 srdnance factoriles

and public sector undertakings-
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DEFENCE PRODUCTION : ORDNANCE FACTCRIES

At the time of independence, there were cnly 14 ordnance
factories in Indias Most of them were set up during the
seccnd world war tc suprcrt the wer ef forts of the British
Indiae After independence the government ¢f India tcck
steps to set up suitable machinery fcr the manufeacture of
defence stores and equipment within the country. The
government appointed a cemmittee under the chairmanship of
Sardar Baldev Singh, the first Defence Minister, to recommend
ways and ieans of achieving self sufficiency in defence
producticne Based (n the surgesticns c¢f the comm.ttee the
gevernment established an a.tcn m us board to deal with the

defence production-23 Since then the craanisaticn underwent
a number of modif icaticnse At present there is a special
ordnance factcry board to leook af cer the functioning of the

ordnance factcriess

In the initial years, the crdnéence factcries used Lo meet

p-rtially the needs of defence: Almcst upteo the sixties

the value added by these ordnance fa-tories reraiied less

than Rs.50 crores. Whereas the value of preduction of these
factcries in 1947 wes Rs«15 crores, i% increased .o mere Rs.
42 ecrores in 1960-61. However, the in weke of two meier
wars, the policy makers from the mid-sixties statte! giving
considerable attention to st.rt many ordneznce fact ries and
~ 2lso expand the existin capacities. By 1971-62 the umber

of crdnance factcri-. increased to 70+ At presen. ticre are

abcut 40 fector.es wit! an employment pctentizlaty of abcut
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1,87,000 werkers. The value of production 2lso increased
Iapj.dly from Rs « 65 crcres in 1967 -66 to 1..':")() creras in
1985-86+ The. annual turncver grew by 120 times in less

than 50 vearse o (See Table II)

The ordnance frctrries prcduce sophisticated sighting

devices, armoured vehicles, antitank guns, field quns,
transport and srmcured vehicles, self propelled guns, m rtars.
small arms, bombs, granades, parachutes, teleccmiunication
cables and many cthers. PFrestigious Vijayanta tanks rre, in
fact, designed and produced by the crdnance féct-rese In

the recent years, they &lso prcduce hich straength a2lluminium
alloy, arrow rocket tubes elce, Ncw ordnence fecte rics
have reached a2 steé - e where thay cen meet #11 the requirements
of small arms and ammunition, maintain quns, jet eircrafts,
electrenic gocds and so ferthy necessary for ¢ll the three
servicese These fictcries maintain close links vith the
Universities , IITs, Nf.ional labcrat ries, public and
private sectcr organisation for exchanae of .~ and

S

knowledge-z Every factcry has its cwn Rasearch 1 Development

centre for improving the standard of producticne

DEFENCE PRODLCTIoN: PUBLIC SECTCR UNDERTAKIIGS

More than half of the defence puktlic sector undertakings
were established in the sixties and early seventies. If the
~ ordnance factories constitute the heart, the defern. e public
sector undertakings with its branches spready through cut
India pecame the backbone of the defence productien in Indiae
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TABLE - 2

———— — —— " ———

factories

Year Value of Producticn Capital Invest;;nt Manpower
(In Crores of Rs.) (EQ Crores o{_Rs-) (thousands )

—— -

1980-81 671 398 Not Available
1981-82 787 422 184
198283 869 460 186
1983-84 1,017 485 187
198485 1,165 536 187
1985-86 1,356 573 187
1986-87 Not available 680 187

———————— - _

Source: Annual Reports, Ministry of Def~ice, Govt: of India

i
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Though these industries alsc prcduce ‘or civilian needs;

in the mein they are meant to meet the wider industria)

requirements and advnced techneclegical needs of Indiai

def ences

Hindustan Aeronautics Limited (HAL) designs, manufactures
and OVarhaul; varicus types of aircrafts and heliccpterss
It manufactures Kiran, Jaguar, Chetak, Cheatah, Mig 21 etce
Bharat Electrcnics Limited (BEL) produces electronic
equipment and components for defence purpecsese. Bharat
Earth Movers Ltd (BEML) menufactures rail cc aches, trailors
crawlers and tractcrsy Mazagon Dock Ltd (MDL), Geca Shipyard
Ltd (BSL), and Garden Reach Shipbuilders & Enginears(GRS&E)
are involved in the prcducticn of frigetes, patrcl craft,
dredgers and varieties of ve sels necessary for beth civilian
and defence needs+ Bharat Dynamics Ltd (BDL) lecks after
the producticn and development of missile wecpon system
and anti~tank missile rcckets fcr the army and the navy.

Mishra Dhatu Nigam Ltd., (MiDHANI) prcduces special metals,

and super allcys necessary for strategic industries. Ivaga

Toods Ltd (PTL) vhich was prciacted uptc 1986 as a defence

Public sector undertaking manufacturing cutters, tool
grinders, surface grinders, surface grinders, milling :(na
drilling machines. (Sce Table I1II)

The Cential uc.srnment's investment in the detence
public sector undertaz::ings which employ about cne !|akh workers
(See Table I11) show ¢ considerable increase over :tie years
During the wer yesrs (bLoiween 1965-66 and 1972-7 ) the

investment rose from Rs-5¢ ¢rcres to Rs+115 c1 ress Even-
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TABLE - 11l

Employment_in Defence Public Sector Undertakings

Name of the Undertaking

Number of Workers

-

HAL eee 43,521
BEL 18,612
BEML 14,780
MDL vee 13,907
GRS&E cee 10,549
. GSL see 2,176
BDL 11,885
MIDHANI 1,528
Source: Annual Reports, Ministry of Defence, Govt. of

India

* 9

TABLE - 1V

e ——

Share Cepital in Defence Public Sector

(Excluding PTL and Andhra Scientif ic Cempany not shown
in the defence public sector)

Paidup Capital

Year Govtes Loans
(In Crcres of Rse) (In Crores of Rse)
1977-78 11732 118425
1978-79 132-51 128350
1979-80 160.86 50. %
1980-81 : L 25639
1981-82 1P .27 33143
198283 21.00 37705
1983--84 26924 41405
1984-85 391-58 393.04
1985-86 43229 416+1.C

Sourhces Anr.ual Reports, Ministry of Defeice, Gov:.: of
’ India
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after the wars, allocations for defence public secter
undertakings continued tc increase+ Total cppital in.estments
in eight undertakings excluding PTL, which wes of the order
of Rse774+67 crores in 198 -85 increased to Rs+848.92 crores
at the end cf March 1986-87« The estimates for 1986-87

was Rse956+46 crores where equity was Bs«465.79 crores and

loans amounted to Rge490+67 crores (See Tavle IV)

The total production of these undertakings has incr-ased

substantially. Whereas the tctal prcducticn of these eight

undertakings was about Rs«400 ¢yvares in 1976-77, by 1986-87

it increased to Re AP539 cr resy similarly sales

turnover incra2ased from [is«248.H3 crcres in 1976 increased to

Rs+1887.41 crores in 1986-87. (Sz= Table V)

In recent days the defence public sector undertakiigs
have started exporting its products tc f.reign countriese
Between 1976-30, BEL exported electrcnic equipment werth Rse
50 crores to advanced western ccuntries and the Middle Easte
.. BEML eXports its products to Bulgaria, Britain, Bhutan,
Indonesia, Bangladesh and Srilankas MDL suppl.=d ships to its

foreign clients in Asia, Burope and Afr.ca.

DEFENCE_PRCDUCTION : DEFENCE RESEARCH

Research in Defence production Leccmes essential to

improve the standard of the defence prcducts and to diversify

the pattern of prcduction to suit the ever changing needs of
defences In India the Department of Dcfanse Research and

Develspment (DDR&D) looks after the scientific and technclogical
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TABLE - V

o — e —

Total Producticn and Sales Turnover in Defence Public Secter

——

-—— —

Year Production Sales Turn over
(In Crores of Rs+) (Ir Crores of Rs.)

-

197677 400.13 348453
1977=-78 4L25-90 368.20
1978-79 429427 374.74
1979-80 - 50209 434+87
1980-81 485.32 47274
1981-82 828.39 746« 41
1982-83 1,144.13 930.32
1983-84 1,418.85 1,189.66
1984-85 1,651.00 1,323.54
1985-86 1,870441 1,807-04
198687 1,895.39 1,887.41
Source: Annual Reports, Ministry of Defence, Government

of India

%%
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aspects of defence researche The depirtment cperctes with a

nucleus of multi~disciplinary team cof scientists, ongineors and
administretorse All the defence lebereteriss vierk unrder the

contrel of Defence Fesearch ind De.elopmont Qrgeniscticn (DRUO ..

In 1968, DRDO had 13700 cfficers with thres dozen lobercteries

and institutes of cne kind er encthers?” By 926 the number of
labcretories reachad 42 and these ¢f employeos verking in it tec abeout

25 theusandss<’

The activities of the DRDO increesed frvm the latter half of
the sixtiese In the beginning wRDO chcse ¢ faw areas for special
attentione They were missiles, electrenics, aorcnoutics rader
technology, unierweter naveal wearonry, low level night photogrephic.
equipment, solid and liquid propellants =tce., So far, DHI0 handled

thousands of prcjoctse

Aleng with laboratc ries under DiDD, Indien Sprce Ressarch
Organisrtion (ISR0) and Denfrtment Atemic Enercy (LAE) e alsc
invelved in dofance rescarche Pokharan explesicn of 1974 and the
firing of wholly indigencus missiloes recently frcm Srilicriketa
and Baliapal cleérly indicate thet the country nucleasr end
space research is nct completely meant for peaceful purncses as
the politicians generelly claims The Defunce Mini.try always

28

maintain contacts with 1SRO and DAE. In fact during the Janata

rule Dre Ramanna was made DRDO's Chief Scientific Advisor to the

El

Ministry and agzin under the Janates Dal Minisify he has been given



- 140 -
the charge of defencee It was duringJinata pericd that the

gcvernment disclosed to the consultztive committee of prrliament
abcut its plans for the development ¢f misciles fer the three

‘ 19
services-

Further, the experience f 196% and 1971 wars shew thet
in times of necessity Defence Ministry may utilise the
services of many cther laborztories and institi tirns placed
under civil sectcr for defence purpeses Acccrding to an
estimate, approximately 11¥ of Govarnment's R& expenditure
is devoted to research in weapon system?o

DEFENCE EXPORTS:

Though India may criticise the Vestern powars resorting
to arms trade on a wider scale for the sake of earning prcfits,
the very nature of defence build up in India which invclves
a number of industries in the private sectcr 2long with meny
ordnance factories , defence public sectcr undertakings
end defence research crginisaticns cannct escape the nacessity
of finding external markets for its surplus gccdse As early

as in 1956 the Indian government laid down detailed procedure

for the export of defence storese However, it should be scid
that upto the sixties the liuited expcrte thet it undertook
was necessitated by political ccmpulsicns rether than the
desire to earn prcfits. Only in 1967 the governs .nt fcr the
first time, hinted at its d .oire to export =iis and ammunition
on commercial basis. In 1972 the Defence Ministry informed
the Loksabha that it wculd enter the export market in a

2 v
big wr:\y-"'1 A special cell was set up in 1973 in the
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Department of Defence Prcducticn to hoost the exportss
The defence authorities expressed their desire tc expert
20% of defence prcductiin every yeer. Agents are employed

on ccmmission besis te find f« reign markets f-r defence

products. For certain reasons the cciernient intends to

export only fio friendly . naticnsy that tcc cn gevernment

to government basise The gevernment expcrts defence stcress
afecrobtaining end—-user certif icates where the purchasing
parties are expected tc giie gusrantee thet the stcres
purchased will not be sold, transferr~d or divertadi tc any
other party without the permissicn of the seller. Tor
the sake of certein parties which refri¢in tc come te 2n
agreement cn gevernment to government basis, Indian
Government makes use of the services of priiveste agenis

licented by the Defence Minister-gq

The gevernmental scurces say Liat three yeirs prier te

1971=72, the defence stcres worth 753 creres were =xperted

annually. In 1972 the flefence stors export cnct upt to
Rs+10 crcres- " The total Sales in 1982-83 anc B3-74 were

reported to be of § 2. millicns and 37 millicns isspectiiely->?

Though India is makir g sincere effcrts to proj «cu itself
as a capable arms supplier in the Third Worlc¢ “Ccuntries,
it did not iully succeed in its effortse However, lower
costs of Indian products and its 'no political strings' policy
could attiist certein parties in Afrc—-Asian wmakete So

far, Indian ¢..ernment exported defence stores to Kenya,
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Egypt, Malaysia, Nigeria, Lebanon, Saudi Avabia, Iran, Iraq
Singapore, Tanzania, Ghana, Indcnesia and to Burcpean

countries like Spain, Czechosluvakia, ltcly and Yugcslaviafﬁ

ANATOMY OF DEFENCE BUDGET

The overall implicaticns of militariseticn of lndian
economy needs an indepth analysis of the expenditure incurred
on defences In this regerd we may begin with an examinaticn
of defence estimates as given in the annual budgets though
it is generally presumed that they do notgiv2 complete picture

of the actual defence expenditure-

In the annual budgets military expenditure is shown

separately under revenue and capital acccunts. Expenditure

on revenue acccunts inclides salaries, allowences, pensicns
and also the money spent cn stcres and defence research
Capital outlay shown cit side the revenue exyanditure covers

_ money spent on crdnance factcries, ccnstructicn of
buildings and rocads etce,

A glance at defence estimates s':cws thet .rcss revenue
expenditure and capital ov+lay c¢n defence uptc tne sixties
were very insignificent Hcwever, after Sino-lndian Vier
of 1962 and Indo-Pak Wa. of 1965 there wes quantum juip in
the defence expenditure- ;he gross revenue expenditure which
was about Rs+270.69 crores in 1961-61 incieased .o Rs«792.76
crores in 1965—=€6 and then Rs<1127.63 creres . 970814

Simidarly the Cepital outlay which was just Fs-38-38 creres

in 1960-61 increa.ed to Rs«122+59 crcres in 1965—66 and then

to Rs+947+83 crores in 1970- 71.
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After 1971 war the defence expenditure (n both acccunts
steadlly increaseds In fact, after 1980 the grcss

expenditure on defence shows ¢ steep hikee

Review of military budgets since.1950 throws light on
certain important facts. The gross expenditure cn revenue
side was about Rs+181-82 crores in 1950-51« The seme
rose upto 13,438-77 crores in 1987-88 —= an increase of
abcut 74 times in a span of 38 years. Similerly
during this period capitel expenditure which was Rs+418
lakhs in 1950-51 increased tc Rs+3977.97 crsres (budget
estimates) in 1987-88 — an increase of about 994 tiues

(See Table VI)

The abcve figures heowever are nct depeniables <“ince
much of the increase is due te infléation, it becomes
nedessary to study the change at constai® prices. According
to one study capital expenditure at ccr -"nt prices increased
by 2.57 times from Rs+Bde82 crores iwm | '62-63 tc Rs«217.8
crores in 1984-85. Within revenue expendituxe exponditure
on stores at constant prices increaseu by more than 3
times from 226+5 crores i1 1962-63 to Rs.701-". crecres in
1984-85- During the § e period expenditure «n pay and
allowances rose by 2.32 times, from Rs«258+1 (rcres to
Rs+599¢3 crcress +~iilarly RED expenditure increased
by nearly eight tiw..; from Rs«7+2 croras in 1962-63

tc RseBH5e6 crcres in 1984-85. If one enamivies the same
at current prices experditure on cepital outlay, steres,
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TABLE - VI

——

GROSS EXPENDITURC

ON DEFENCE

(In Crores of Rupees )

Year Revenue Capital
Expenditure cutlay

1950-51 181-82 4.18
1965-66 18797 1759
1960a61 27069 3238
1965=66 79276 12258
1970-71 1,127.53 147.82
197576 2,386¢16 221+1%
1980-81 3,717+76 22639
1985-86 7,279.01 967.36
1986-87 10,193.95 1,227 09
(Revised .

Estimates )

1987-88 13,438.77*% 3, 99797
(Budget

Estimates )

*( including provision for Rs-926.71 crcres ie for
Civil Estimates)

Sourcet

A

Public Accounts Estimates as sho.n in Various
Budget Estimates & Revisud Estliiates
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Pay and allowances and R&D during this peri d increased by
22 times, 27 ti es, 16 times and 90 times respecti.elye
on the whcle in these budgets pay and cllow nces

account for 31¥ , stores 2ccount for 2% and crdnance fectcries

constitute 14%¥ of the total military =Xpenditure o 2h

The governmental authcrities usually argue that the
defence expenditure in India constitutes only 4% of the GNP
If our aim is to know what part of pecple's mcney is
involved in defence expenditure —— the meth-d of loocking at
it in relation to the GNP is highly inadequates for, it
only dhows the share ¢f the defence in the netirnal economy

and not the actual expenditure to be bcrne by the masses.

The better method seems tc be calculeting what fracticn
of the annual budget is spent f(r the defence purpcses In
this respect governmental scurces .rgue that in the recent
years only 16 tc 18 percent of the budget is devcted to
defence in the totel budgel: Tidis allociticn of about one
fifth of the budget may be acce.ted as reascnable, if
the entire expenditure that is inculfel tcwards defence
buildup — directly or indirectly is included in ite But the
anatomy of the defence budget estimatcs show s that many things
that shculd have actually been shewn unded the defence estimates
are included 2s part of the civi. expenditure For
example, alloc-tions for the defence public §-:ctor undertekings
which were shown as part of ti . defence ex: =nditure upte

1970 are now shcwn a2s part of the civil .-penditure under
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the head 'Capital ocutlay cn Indurtrial énd Economic
Development's It is evident that the government is
del iberately misleading the perple by hiding the actual
expenditure incurred on defence prcducticn in th: e public
sector undertskings. Similarly, huge investments made
on nuclear and space reseerch programmes for defence purpose
are nct shown in defence budgetse Pensions of 21l categories
of employees @#nd salaries of employees balonging to Defence
Audit previcusly included c¢s part of defence estimaces are
now shown outside the defernce budgets In alditirn, the bcrder
roads constructed in Bhutan and c¢ther interior places for
military purpose are shown in civil estimites. Practices
such as these only help in hiding the actual percentage
of the budget spent cn defences If 211 such omissicns are
added abcut Fth of the budget is lirectly or indirectly

going tcwards the defence build up-

CONCLUSIcN

Development of military- Industrial complex as in the
advanced capitalist countries is recognised by many schrlars-?s
It is now understood that for the wést hug« investment in
defence has also become an eccncmic necessity. However, it

is contended that this peature isspecific to the Western

countries alone« Contrary to the genera2l cpinion, an
attempt was made in this chapter to prove that the same
econcmic reasoning which determine the policy ¢f militarisation

in the Western capitalist nations alse influence s e of the
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underdeveloped capitalist countries like Indias

The policy makers in India always try to justify every increase

in allocati ns to the defen.e on the grcunds ¢f threats

tc national securitys Tne arguments such as "threat to
naticnal integrity", "impending danger from Ching" "

B growing strength of Pakistan" and "CIA's hand" are sufficient
for the government to get any amount sancticned by the
parliament. It is cften argued that any one whe questicns
the senctity and raticnality »>f military budget is anti-
national-ag“ Ne ¢ne = nct even the communists (CPI or
CPI(M) in the parliament - ever forcefully demanded any
cut in the military budgets: Even the ecademicians and

of ccurse strategic analysts reiterate the zrguments of the
policy mekers by exagger:sting the role cf external factcrs

in influencing India's defence rolicy-

It is true thet cne sheculd net undex* @stimate the

external factcrse Perceptions of threats e netional security

m_tual suspicicns in the subcentinent, the 1o'.. f Super

Powers and India's own desire tc become a big po/er in Scuth

Asia ccntributed in their cwn way to the soaring military
budgets But it is gener:¢lly f: rgotien thet along wi.'. evternal
factors there gve many internal compulsions forcing India

to get milit@fiseds 'he chepter ha. gttempted to highlight
the economic necessities thet contributed to the process of

militaris«t on in India-

Mil it risetion of Indian eccnomy which was the cutcome
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of an objective necessity tc c¢vercome recession in the mid-
sixties still continues to play the role of a stabilidr giving

stimulation to the cagging capitalist eccneomy by creating
artif icial demand in the mearlets With about 47 crdnance
factecries , 8 public secter undertzkings and a number cf
research laboratories, Indian Indigencus defence production
sector is the largest among the Third World ncn—-communist
States in value, volume, diversity &f manufacture and R&D
facilitiess Seen in terms of the position it occupies in
Indian econcmy, the defence prcducticn secter tzkes

seccnd or third position in the industrial sec:-~r with regard
to its sphere and contributicn to nati nel eccroaye’

In addition, centrary tc the Industrial Peclicy Reseli:ticns

of 1948 and 19%6 a number ¢f privete sacter undetfs ings

-~ big as well as small, are invelved in defence nfod.iction
elther as direct producers or as supplierss [he fate of
hundreds of fact ries and lakhs of wrkers are closcly

interwoven with the defence producticrn sectiine

Having realised the indispensability ¢f defence nrcducticn
sector the government startcd streamlining the adm' o lstrative
machinery to ccnsolidete t e ties between the def ence ministry
and private sectors fheir mutual interdependence is furthar
strengthened by the nediating role of the politicianse Now
the policy makers no longer feel that thie expenditure cn

defence is a waste. Citing the positive effects of such
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mil itarisaticn on industrialiseticn and technelegical

development, they have started argquing that the defence
itself is playing a develcpmental roles 40°

However the apparent po$itive rcle that it plays should
not make us ignore the multiple cecntradictions of this
process of militarisction of economys The worst effect of
the grcwing military expendi.ure is drastic curtzilment of
budget allocations for the developmental and sccial welfare
activitiess According to 2 recent study of the budget
estimates of 1987-88 defence accocunts for 5 times more than
the combined expenditure in coal, pcwer and non- cen:entional
energys It was eleven times higher than that of educaticen,
23 times higher than family welfare, 59 times higher than
water rescurces, 73 times higher thén gcientific and industrial
research, 39 tites higher than urban d. cpment 2nd 85 times

higher than science and technolegy.?

Further, cne should not fail to take r.ote of the

inflationary potential of this grcwing militaiy _xnenditure
Investment made on defence industries thrcugh def icat
financing has a )arge inflationary potential as the . ‘ire
expendijure will crezate extra income without any cc.responding
producticn of goods that are productjxe-dg' Though certain
sections are benefited by this, inflationary spiral in the

long run leiads to further reduction in the real inccmes of

the peoplec-
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Again, huge investments cn defence prcduction at one
point leads tc surplus production of stores. Due to lack of
demand they get piled up in the gcdewns- 'fhere is evidence
to show that certsin ordnance factcries incurred heavy
losses because cf lack of demand for their products-44
Even in such conditions closure of industries cannct be a
sclution since such measure will affect many cther factrries
dependent on theme« Prodi.ction in defence factcries can be
continued either by diversifying its productirn cr by
finding external markets. In the recent years, the
government is trying both the alternativese Most of
the times the excess capacity ¢f defence fectories zre
utilised in producing the goods for civilian needs-

However this alternative brings defence sector in
competition with the privéte sectors Hence th2 government
is compelled tc find fcréign markets for the ..rplus
goods+

Despite serious effcrts the government co.!d not
succeed so far in echieving what it cal}s , ' f generating
military expenditure's As a result, the governvien*: is
forced — even in t .iges of peace—~ to fabricate .. nigary
threats to natin . security frcm Ching and Pakist:ai so
that it can fr. :iv impcse heavy tax burden on the r.us:0s

for the maintenance of this huge edif ice-
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POL1I I 's GNMENT
INTRODUCTION:

Since fcreign policy of every nation is largely a reflection
of its internal politics, study of domestic dimensi n becomes
essentisl to comprehend the external dynamics of any natione
Indian treditipnal M,rxists are not unaware of this basic
truthe It should be admitted that in order to understeand
the nature of Indian state, they mede sincere attempts to
analyse and interpret the dynamics of India's foreian policys
But even_after experiencing four decades of India's ncnal igned
policy, they could not arrive at a consensus about the real
character of lndia's external relaticnse For them, the
dynamics of India's foreign pol.icy 2lways remeined hard nut
to cracke In one sense, their differences in perceptions of
India's status in the world was an impcrtant facto: responsible
fcxr the breakup of the united communist perty« De ~ite thirty
years of their existenc- -s separate communist partdies, they
could not bring any meaningful change in thei~ mercepticns.

As in the 50's and 60's, the traditicnal commi.viists still retain
two opposite view-pcints with regerd o India't :.zce in the
world imperialist s,steme Whereaé the partirs like Communist
Party of Indis (C:l), All India Communist Pactv (AICP) and to
a considerrile extent even the Communist Party of India
(Marxist) bolieve that India follows an independent and
progi:ssive foreign policy, different factions of the Naxalites
sticking on to the rescluticn of the Madurai = rgress of 1953,
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argue that India still continues to be a semi-coleny or a
neo-colony and that its non-al ingment is basically a
mechanism to serve the interests of the imperial ists and now

even the social imperialistse

How could those who call themselves communists arrive at
twe opposite conclusions about one single reality? What are
the factors they examined to brend India’s foreign policy as
progressive or reacitionary? Study of the criteria which
the traditional Marxists adopted shows that those who hail
India's external policy as progressive policy bezse their
arguments on India's opposition to war, racism and colonialism;
its friendship with the socialist block; its open support to
the liberation struggle in#$hird World; its fight fcr New
Internal Economic order{NIEO) and its leading role in the
Nonal igned Movement (NAM)-1 6n the cther hand, the * | sections
which consider India to be'a running deg of imperial ism'
cite India's comtinuing relaticnship with the imperialist
countries, its oppositicn to netionalisaticn of all ‘oreign
assets, liberalisation of India's economic policy, incr~asing
burden of external debts and growing dependence on feoreign

cepital and technologys “

Both the groups while makiny efforts to prove th ...
vers ions, glorify the fzctors which fit in their theo®y «nd
ignore or belittle other iactors which seem to contr.dict
their conclusions. The reality is that while it is ti1.e that
India opposes imperialism, it is also equally true that at times
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India compromises and cocllaborates with imperialisme India
strengthens its friendship with the socialist countries but

it never breaksrelations with the Western powers. Similerly,
though India expresses solidarity with the interests and
aspirations of the Third World, it does nct hesitate to take
advantage of the weakness of other developing naticrns whenever
its own interests so demand« Treditional Indian Marxist
positions have not been quite persuasive in their enalysis of
the dialectiral relationship between these seemingly antago-
nistic paradoxes. Being one sided in thelr zpproach, ncone of the
above versions could correctly cemprehend the contradictory
fecets of India's foreign pclicys Hence arises the need for
devising an alternative apprcach to tne study of India's rcle
in the World affairs. The present chapter is precisely an

attempt in that direction:

STRUCTURAL FORCES FAVOURING THE FOLICY OF NCN-ALI‘ 'IIENT

India's nonaligned policy is generally attri.ted to
India's culture, traditions, historical bacigfound and value
orientations of Indian leaders and philosophe: > The fact
that more then 1 U developing countrie$ follow. 'ne policy of
non—al ignment -~ hows the inadequacy of this tyr«¢ of interpretation
Unless there exist ceartain common interéfts, so_many countries
cannot group tbgether merely at the instaice of Nehru and or
some other charismatic perscnality. Hence to kncw the nature
of India's for gigh pulicy one has to search for th. objective

roots of India's non-alignment policy as such.
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The origins cf the nonaligned movement has its roots
in the birth of a new contradicticn in the world arena-
During his period, Lenin identified four mzjor contradicticns
viz., contradictions emong the imerialist countries,
contradictions between imperialism and colonies, contradictions
between imperialism and socialism and within the iuperialist
countries between labour and capita1:+ Lenin ceonsidered thet
these four mejor contradicticns determine actuel course of
historic development in this era of imperialism end prcletarian
revolutions: But after the seccnd werld wer, in adcditicn to
four major contradictions menticned by Lenin, the ncst-war world
brought inte being @nother mejor ccntradicticn viz., the
contradicticn between i'perialism and the newly emergent nation
statesg’ which new censtitute the maiority in the teday's nen-
aligned worlde As a result the basic path o¢f nonalionad mevement
is, in the main, determined by the newly emergent nziinn states
despite the féct that the NAM includns & few stitre which do
not belong to this cetegcry. Hence in crder to understand the
dynamics of the non-7ligned movement, it is neseusery to
comprehend the basic gharecteristics of these emergent nation

states.

1+ Almost 211 tie countries are the erstwhile c¢nlonies or
semi=color .es of one or the other imperialist powers: They were
the diYect or indirect victims of colonial explcitaticn and
racial discriminatione Hence, in the main, 8]l of them exhibit

anti-imperialist and anti-racist characters
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2. Excepl a2 few socialist ccuniries suchas Cuba, Vietnam and
Yugoslavia, mcst of the nonaligned stetes opted for ceapitalist
path of developments The dominant classes which attained state
power in most of these countries ¢re opposed tc any radical
transfcrmation of their own societies+ Though they may make
friendship with the socialist block to oppose the imperialists,
they consider communists and radicals as their enemies within

thelr own countries-

3+« All developing countries show greater eagerness to devalop
their economies within the structural ccnstraints impcsed by
the natirnal and internacional conditicnse Since such herculean
task is nct possible in the conditicns of uncerteinities

created by wars, they express their cption for pezce and

d isarmament.

4. Those countries are economically pcor and techncloqicaliy
backward. Hence they depend on the auvanced naticns for aid

and technology+ Since such dependency | erpetuates neo-imperialist
exploitation, the develeping countiles scruggle to come out of

imperialist clutches to retain their peolitical independence-

In other words, protection of polilical independence and
promotion of their economic intsrests without any radical
internal reforms constitute the sum ahd substance of the
aspirations that these countries voice as nonaligned states.

The necessity of reconciliaticn of political interests with



- 199 -

thelir economic necessities is the cornerstone of the foreign
policies of the developing naticns. In the internaticnal
sphere, if there are only imperialist countries alongside these
newly emergent nation states, then it becrmes difficult to
maintain political independence- Excessive dependence on
imperialist powers for aid and technology would severely curtail
the political sovereignty of the naticns. Because of their
economic weakness, the underdeveloped ccuntries virtually beccme
the neo-colonies of the metropclis. But the emergence of
powerful anti-imperialist socialist block gave birth to new
opportunities for the Third Werld. It is true that these
developing natirns owing to their own class charécter cannot
opt for socialist pathe But the contradictigns between the

cepitalist block and the socialist block in the world arena

give opportunitiess for the Third World to play one block against
the other and to get maximum financial and technological help
from both the blocks withcut the necessity of giving up their
political independence-

However, it needs to be remembered that mere existence of
certain opportunities does not lead to fhe conclusicn that the
same can be utllised equally by 2all developing nations. Though
all the UDCs may try to take advantage of new correlation of
forces in the international arena how far the avallable

opportunitiss are effectively utilised by each state depends on



the character of the state, present stage of their economies,

geographical and strategic significence of that area, political
maturity of its leadership and diplomatic nanceuvres of the

governing elites in the respective countriese

It is within the broad general framework that we propose -
to study the essence and dynamics of foreign policy of India,

a non-2aligned state-

SPECIFICITY OF INDIA AS A NONALIGNED COUNTRY

India shares many of the features ccmmon te cther developing

naticnse Its colonial past, contradictiongwith the imnerialist

countries, oponesition to internal transfeormation and the desire

to protect its political independence and premote its economic
development are enough to make India a nonf:aligned stete« India
suffers from many of the handiceps from wl.ich other Third

World countries suffere. Naturally imperialism tries to take
advantage of India's weak status to perpetuate its imperialist
economic exploitaticne Lack of sufficient capital and technology
required for initiating industrialisation in lrn..a forces the
government to seek assistance from the advanced :spitzlist
nations. As a result, foreign multinationals find scope to get
into the Indian markete In return for the capit: | invested and
technology transferred multinaticrngls demand their price in the
form of royalties, technical fee and dividends« Considerable

amount of foreign exchange is spent for such foreign remittancese
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Between 1956 and 1981, foreign remittances to other countries
increased fourééld- Much of the socalled foreign aid being in

the form of loans, India is expectad to return ks the monay -

with intereste Interest cost oh new of ficial credit after remaining
around 2+2 to 2.1% until 1980, rcse to 6+2% in 1932 and ceme
down to 4.8% in 1986.6 In the middle of 1981 the sum total of

all remittances stcod around Rs +«1718 croress

In addition to foreign remittance pr¢blem, Indis suffers
from severe trade deficite Trade deficit which was Rs«421.97
crores in 1973-74 increased to R;-5,997e6 crores in 1983-84. The
overall balance of payments results in high budgetary def icit.
India's budget deficit reached Rs+11,750 crcres in 1989-90.

To tide over these crises India is compelied to berrow more and
more from the foreign sources+s As a result the aggregeste
external debt outstanding as on 31st March, 1989 reached

Rs « 68, 831 t::t‘o:r:‘e»s;-'7 Since there are discrepancies in the figures
given by gcvernmental agencies, it beccmes very difficult

to arrive at accurate figurese Prof- Vyas of the Institute of
Developmental Studies estimated that the tet?] external debt
crossed one lakh crores in the 80'ss Aiong with the external
debt, debt services alsc increased from Rs.275 crores in 1966-67
to Rs+2084e7 crcres in 1987-88:.° A uinimum of 800 crores will
have to be borrcwed from externa! sources te servic~ the debt
and to finance the importse T.us, like many other Afro-Asian
and Latin Americal countries, India is alsc a victim of neo~

imperialism. Hence it is natural that India assocl tes itself

with other non-aligned couiniiTiess

-
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It has to be noted that from the beginning Indiaz has been
playing a key role in the nonaligned movement. India never
remained a passive member of the groups India has played 2 leading
role and succeded in projecting itself as a leader of the NAM.
What makes it possible for India tc rise te the stetus of a
leader among the nonaligned world s the existence of certain
&haracteristics which are specific tc India alones The peculiar
course of India's liberation movement, value crientations of
the political leaders who participated in the anti-imperialist
struggle, inheritance of powerful bureaucratic macl.inery capable
of handling the ccmplex situaticns and possessicn of vast
territory with rich natural rescurces and huge scientif ic man--
power-all these fectors together differentiale India frow many

other Third World countries.

In addition, a more significént feature has been the
development of homogenous national bxurgeoisie conscicus of its
own interests and weaknesses: Indigencus capital .om wes fairly
developed in India even before it attained politic-1 indeéendence-.
Taking advantage of the British weakness, Indiem industrial
capitalism developed at a very repid stage durir; the inter-war
periode War preparations of the Britishers c.ring the Wrld
War II gave impetus to further development of Indlan banks and
Tedian Andustry - ! (See 17  Chapter) Certels develcp~i buth
in banking and industry and many individual tradex. and business
men made their fortunes 1n many Africen and South [Fast Asian

cwntries-9 once the ecuromic weakness which inhibited them frem

joining the national movement in its eerly yeart v.s gradually
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overcome the Indian capitalist class began to participate in
the naticnalist movement actively and slowly extended its

hegemony over the Indian Naticnlist Congress which was till

10 As

then an umbrella organisaticon of all natriotic fcrcese
such, at the time of independence, India had practical

adventage of having a powerful hcomogenous naticnal bourgeois

class whose industrial and technological develorments were
almost unparallelled in the histcries of the Third World

countriess

However, the practicsl adventage to lndiawhapitalism
came from its politicel leadership. Having subscribed to the
bourgecis humanist values, Indian nationalist intelligentsia
which came mainly from the prcfessional yroups, became an
asset to the development of Indian_capitalism in the post-
independence pericd. India had the advantage ¢f heving fore-
sighted leaders like Nehru who could effentively fofsee the
problems and prospecis of the pectentialities of tie mation to
play the tactics of non-alignment so as to premote ifs cwn

naticnal interests. The national bLourgecieie wholehcagftedly

supported Nehru since his ideclogy, his desire to indu.tl:ialise
the nation, his policy cf peace, his intention to maliiiin

good relationship with bcth cepitalist as well as the socialist
countries and his innate belief in the lilcrating role of India
in the Third World were in ccnférmity with the politiczl and

economic interests of the national bourgecisis which became
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the ruling class in India after the dawn or independence-

DYNAMICS OF INDIA'S NONALIGNMENT:

From the time of Nehru, almost all steps that Indian
government took in the name of ncnalignment directly or
indirectly served the interests of the Indian capitelist
classe To know how this role was perfcrmed during and
after Nehru's regime, a brief analysis of India's relationship
with the advanced cepitelist countries, sccialist stetles

and the Third World becomes necessary:

India and the Advanced Cepitalist Ccuntries

Nature of India's relationship with the advanced capitalist
countries is determined by the duzl chazrecter of Indian
national bourgeoisies Experience of colonial exploitaliin
and political subordinaticn neturally make India suspicicus
of the imperialist moves. India's intenti~m to m~intain
political independence and its fear of imper’ alist suojugation
have driven India to take anti~imperialist and anti frcist
stend in all internatiocnal forums. Yet, rotwithstand .ng this
oppos ition, India tries to maintain good relaticns with all
imperialist countriess Such a stand is necessitated by the
fact that India itself is 4 capitalist state integrated in
the World capitalist system. Being a weak capitalist nation
it knows thet it canrot industrialise the country v.ithout
foreign trade, forcign capital and technclogys Indi.n political
leadership is intell iyt enough to realise that it is nct

diplomatically advantagcous to depend wholly on one cor the
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other countries. Hence India has been taking help from

all available sources. It is evident from the ‘act that

out of 9076 ccllaboration preposals spprcved between 1957

and 1987 India had 1949 collaboraticas with the UK; 1790

with the USA; 1618 with West Germeny; 790 with Japan; 527 with
Switzerland; 453 with France and 252 with Italy-11 Total
external assisténce utilised upte March 1987 stands around
29,529 crores-12 The assistance came from different capital ist
countries and also from international organisations like the

World Bank and the Internaticnal Monetery Fund (1LF).

However, India is not unavare of the necative irpact of:
assoclating with foreign imperialisme Though India has to
pay considerable price for seek’ng their assistance, the
ruling classes in India dc nct allow Lhemselves to be cawed
down passively to 21l kinds of iiperialist nressuress In
additicn to joining hands with cther dev2leoring c~uniries in
their fight tc democraztise the existing iniernationul

economic order dominéted by the iuwporialist ncwers. ndian

Government has initiated dcmesiic eceoncmic policy line
which aims to regulate and at the same time take maxiiwum

advantage of India's collaboraticn with the Wesizrn L.perialists.

Though the Indian government did nct naticnalise all the foreigﬁ
assets, it indeed succeeded in restricting the operation of
foreign firms in many wayse Government rules stipulated

that normally the forgign equity should not be more than

40% and that the majority of the directcrs shou!w Le of

Indian origin. As e 30th June, 1987, 368 out «f a total



of 398 ccmplied with the FERA directives to dilute foreign
equity to a specified level-1? Netionalisaticn of il
Companies and coal and other mines considerably reduced the
powef of multinationald in the Key sectocrse Their operation
is now mainly confinad to the consumer induscries such as
Tea, tobacco, cigerettes, jute, leather, electrical products,
chemical and pharmaceuticalse. Even here, by esteblishing
public sector undertakings or by enccuraging native businessmen,
foreign absolute moncpoly over the consumer industry is

cons iderably weakened-14 As a result foreign ceontrolled
company shares in sales and assets of the orgenised sector

declined te 25% in 1980-81.1°

Inspite of the fact that foreign collaboreticns
increased over the years and thet India still ccntinues to
depend on foreign capital, cne should nct come to the hasty

conclusion thet Indla is perpetuating dependency relationss

Facts show that total fcreign exchange cutflow, if seen as

a part of the tctal value of productden in such collaberations

appear to be very negligible-16 Here it should be pointad

out that foreign collaborations are not always irnosed

from abcves It is essentially their ability to moxe profits,
which make all businessmen - both big and madium - tc vie with
one another to collaborate with foreigners. A FICCT's survey
of 36 Indo-US jolwn: ventures showed that in the fi . years
1978-79 to 198.-32. gross fixed assets of the comp: nies

increased at a coipound annual rate of 19.7 peI‘CG:It-17
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The RBIl's study and ICICI survey also prcied thet the

foreign collaborations are profitavle vo bcth the partiess

In the beginning,foreign capital was scught to overcome
foreign exchange crises and to fill exchange gaps entailed
by developmental projects. But in the recent years, foreign
capital is allowed mainly because of ts ability to introduce
the latest technology in Indian industry. The fect becomes
clear when one sees that the technical collaborations involves
participation of foreign capital: For example, out of 540
British collaborations approved between 1980 and 1984, 534
sre only technical collaborationse'C Similarly cut of 251 Indo-
Japanest collaborations approved during the same pericd,
222 are technical cOllaborations-1g The same trend is visible
even in the cases of French and Americam coilaboreticns. To
be able to compete in the world market, India has to have
latest technology+ Since India lags h»ehind the West in
scientific and technological prcgress and since it cannot keep
pace with the mcdern technological development, dependence
on foreign technology becomes essential fc¥ meny more yearss
But this foreign technology is used only to c¥eate a steble
industrial base which is very essential for imdigenous
capitalist classe Normally technical ccllaborations led to
transfer of technology and they in turn have favouizble

impact on producticn and exports. Apart from excetlons

cases which involve political inte&ventlan, in normal cases
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collaborations are not allowed in areas where necessary

technology is available at home itself. All preoposcls for
technical collaboraticns are to be approved by the Centre for
scientific and Industrial Research (CSIR). Such technical
collaborations last for five to eight yeérs. Within the
stipulated tiue, the Indian parties are elpected to absorb

the new technology+ There are studies which show thet
technological absorption in many of the manufacturing industries
is quite satisfactory . notwithstanding tae fact that there
are cases when techndlogical collaboreétions continued for about
20 years.« Here it should also be menticned thst in addition

to making efforts to absorb fereign technology, Indian
government is spending a considerable part of budget for
promoting indigenous research and innovations in the Universities,
Indian Institutes of Technology (IITs), laboratories and many

other research institutes .21

Similarly, in the field of trade also, Indianstzte did
all that it could do to promete its business iiterasts by
minimis ing the imperialist exploitation to the extent the
objective conditions permit in the given condition$: Though
foreign collaborations face export restrictions, o\e:r -he
period they have become less restrictive in practic-:-’i‘ India
i$ now nomore a country exporting merely the primary products
such7as cotton textiles, tea, tobacce and jutee India could

effectively diversify its products: Engeneering goods form

considerable part of India's total expcfts: Britan is now
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no more India's principal trade partner. By effectively
utilising the forums suchzas Commonwealth, India could
locate new partners within the caepitalist block: In order
to avold one-sided dependence cn capltalist countries,
India developed trzde relations with the socialist countries,
&nd other developing pationse. With the help of

UNCTAD and other UN forums it could get scme concessicns from
the West. Inspite of all such defensive mechanisms, India

is fully aware of the fect tnet in this unequal intarnational
economic system, the advanced capitalist countries continue
tc have an edge over the Third world. Becing awsre of its
unequal status- India joins other develeping countiries in
their fight for New International Eccnomic oOrders

India and the Socialist countries:

Though at the time of independence itself, Neh1 expressed
India's desire to maintain gcod relaticns with the ocialist
block, the relationship between India and the Soviet Union
was not cordial in the initial years. If Stalin's wmisccnception
of the nature of Indian State is one facter, India' wm
problem with the Communist radicelism within the cou: Ty was
anhother factor. Notwithgtianding the Socialist rhetoric of
Nehru, India's reactionacy and anticommunist attitude was
revealed in the suppyession of Telengana and Tebogha uprisings
and in recruitmcat of Gorkha t_roops by the Brilish on India's
soll for the suppression of the Indo=Chinese liberation

struggles: Hovever, India's disappointmenl wiLh the cool



attitude of the USA in assusting India's planned eccnomic
developmenF forced India to lock for the Russian assistances
The positive role that India played in Korean and Indo-
Chinese crises, changed percepticns of tne new leadership

in Moscow and their belief in progressiveness of Nehru's
policies gave anti~imperialist and propeace colour to India's
Foreign Policy. India took advantage of this progressive
image to promote its relationship with Russia and China.

With Russian economic aid?politi.zl support, Nehru laid

the foundation for the State Cgpitalism in India.

Soon India realised the practicel significrnce of
Russian friendship. Hence it utilised 211 its energies to
impress upon Russia of India's prcgressive charectere
India's diplomatic abilities are displayed clearly during
the Sino-Indian border dispute of 1962, when it could make
Russia a neutral observer; not a supporter ot 1ils brother =
China. Indirectly India contributed to the irtersificetion
of Sino-Russian differences which ultimately led o the
split in international communist movemerite Russidns antagonism
with China was very neatly utilisei by India's lezdz S even
in 1971 war with Pakistan. Threat of tilting towsrde the USA
was used time and again to get more and more aid froem tie
Soviet” Unions Absence of political strings in Russi:'s
economic dealings an¢ tneir readiness to trede with India
- in rupee assures Indio of the much needed economic and

political security.
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Along with the USSR, Indie developed relaticns with
other CMEA countriese The readiness ¢f the CMEA countries
including even Russiz to work with both privete end public
sectors is very much to the liking of the India's capitalist
classs Between 1957 and 1983 India's government entered
348 agrpements with the CMEA countiiese Technological asise
_ __'-sbancgﬁ'as provided to many prcjects liko BHEL, BHMP,
Instrumentation Ltde, ctce India secured assistence from
Bulgeria on food technology, from Hungery in Telecommunicaticns,
from Poland in 0il, frcm the GDR #nd Czechoslavakia 4n a
veriety of engineering techneclogies ard from the USSR in
many fields such as steel, cil, ncn-ferrous metals and
advanced Scientific fields like Computers, p-ce, Nucleer
technology and c»lec:t::eim:'.c:s-2"3 The Soviuts he.ped Indla
in setting up 58 undartakings includina giants lik: Bhilei,
Bokaro Steel Plants, the heavy engineering plents an 'lanchi
and mining and allied mechinery factcry &t Durgapur.

Though a sect-on of the Indian Capitalistes complain thet
the Soviet” Technology is not on psr with the Vestern
technology, all of them gndorse le¢Ke GuJril's view that
Soviek technology is "suiteble fo™ us pxico-wise, credit-
wise and quantity-wise"?? The cepitalist class itself feels

that the Soviet Unicn is a very deligent transfarar of
technology holding back ncthing and parting with whatever
it knowss

In addition tc¢ their help in industrialisation prcgrammes,
India is getting bencticed by the balanced trgde it has with
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the CMEA countriess Since 1953, India's trade with the CMEA
countries rose from a mere Rs. . ‘8 crores to over Rss 4,000
crores in 1980s. Tiade with the CMEA accounts for 21¥% of
India's total volume of tradee The CMEA countries were
the first customers of India's manufacfurad goods e
Within the CMEA: Russia is India's biggest trade partnere
From a mere Rs«1:3 crores in 1953 India's trade with Russia
increased to Rs+2,945 crores in 1Y86-87. By 1992, the

25

trade volume is expected to be arcund Rs«10,000 croress

Russia sees its eccnomic relationship wiih India as a

mechanism for making politiceal gainse Gaining prcfits

is not its main aime Being awere of USSH': interests, India

fully takes adventage of its relations with Russia and other

CMEA countriess Its comfortavle reletions with the CMEA

countriés is used as a lever against th W2st for more

and more concessionss India made use of 1ls relaticns with
the East to woo the imperialist nations which were previously
reluctant to become partners in India's indu.trig isation

programmess

The political price that India had to pay for the
Soviet. assistance was minimale It tcok the form of India's
direct or indirect support tc Russia's ro'e in Hungary,
Czechoslovakia, Kampuchea anc Afghanistan- More than that
India did not sacrifice its basic pelitical interests.

It is revealed from the fact that India f£: ected Russian
stand on the Non Proliferation Treaty avwd the Asian'.



- 172 -
Security System: India's pvagmatic att’tude towards the
soclalist block is better revealed vhen ladia which at
one time pointed China as its arch enemy could suddenly
change its attitude when it began to smell opportunities
for promoting business in the posi-Mao's China-26 With
intention to take advantage of modernicetion programmes
initiated by the Deng's China, India took initistive
to normalise its relationship with China opposing the then
Russian leadership and its powerful lobby inside Indiae.
All these incidents show that India is mere keen on
promoting its own interests and that it will not accept
any ! ind of political impcsition for the economic end

military help it sought from the socislist blecke

India and the Third World:

Dialectics of lndie's relaticnship wit' the Third World is
governed by two apparently contradictory feaiuves vize., 1)
Common characteristics that lndila shares with the rest of the
Third World and 2) the specific position thet it obzained owing
to its economic and technological superlority in the Ceveloping
worlde That India, like meny other develoninjy counixaes,
experienced the horrors of political subjucation, economic
exploitation and racis=1 discrimination fcrce India to join
hands with the underdeveloped countries in Lheir fight :gainst
imperialism, raciew, war and econcmic inequglities in the

internaticnal economic orders India play:d - leading role
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in the NAM, Commonwealth and the UN agencies in articulating
the demand of the Underdevelcped countries for a New
International Economic order (NIBO){

~ However, what 1s said sofar is only one side of the
pictures on the other side, one can find India,. dictated by
its own economic and political interests, nlaying a hegenomic
Toles India's state capitalism thet got ccnsolidated during
Nehru's regime graduslly reached the stage of monopoly
capitalisme Merger and coalsescence of industrial and bank
monopol ies that took place in the wake of bank naticnal isation
gave birth tc finance capitale The internal merlket being
limited, Indian finance capitzl is now sea:ching fcr merkets in
the Third World. It was actually the economic crisis of the
mid-s ixties which conpelled the Indian capitasiists and the
government to create legel and instituticaal mechanisms to
promote India's joint ventures abroads Along with commarcial
banks, specialised banks such as 1DUI, EOGC and EX1il Bank are
directly involved in financing the operzions of the Indian
@rivate and public sectors operating in diff.rent parts of
the Worlde Now about 150 joint veniures are vexrking in 32
countriess In the private sector the majority of the Joint
Ventures belong to the big industrial houses. In 1931
Birla's 18 joint ventures @-counted for 15% of India's

Overseas investments. Thanars who have 9 joint venturas
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account for 13¥ of the total investments. others viz.,
Tatas, JK Group and Modi's respectively hava 11¥%, 4.5¥%

and 4% shares in India-held fcreign equityo27 These

joint ventures are located in different parts of the worlde
In 1982, there were about 64 collaborations in South

East Asia, 23 in Africa, 15 in West Africa 11 in South Asia
and about 23 in the developed Countriosse<o

In additicn to privite sector, many indian public sector
undertakings are operazting in meny Afro-Asian Countriese
About 45 countries of the World are BHEL's customerss
Hindustan Machine Tools (HMT) exports products, projzcis and
services to over 70 ccuntriess« EPl now his 14 projacts of
velue Rs+563 crores in various forelan cecuntriess General
Insurance industry operates through brenches ¢nd agencles
in 18 ccuntries, and in another 13 ccuntries through

29 RITES executed prcjects

subsidiaries and asscciates-
in 27 countries+ IRCON woxkKe! in lrag, Saudi Arc.. , Jorden
Nepal, Iran and many other Countries. At present .. ..as

0
projects in 9 countries °

Indian took 2 .2 cage of the gulf boom in the 70's
to secure many turr.ey projects, especiazlly in the field
of constructior:- Abid Hussain Committee e¢.pected that the
value of conStruction contrects would be around Rs«20000
crcres by 1990.-%;!51?‘ Sofar India secured more than Rse3000
Crores world foreign exchange from construction projectse

In addition to prolect exports and turnkey projects, India
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is exporting consultancy services to many countries in the
Third Worlde Apert from the public sector units already
mentioned, NIDC, EIL, MZCON & VOPCOS are alsoc working os
consultancy firms. In the private sector, Tatas, Hirlas
and Kirloskars have their own consultancy agencies abroead.
In additicn to promoting experts, thesa firms carn
consultency fee directly. It was estimetad thot by 1290
India will have the cepacity to earn Rs.200 crores from

3 J2
censultancy services alones

Apart frem ecrning dividends for equity shares, the
Indian joint ventures are expected to pramote sdditional exports
from Indla. In 1932, total valuc of ecrnings r:ceived
and repatriated amcunted to Ns«20¢% cr¢rass Value of
addit ional goods or services chat the jount venturas could
export in the yetr 1982 wes RBs«113:068 crcres. 1ln 1986-87,
they earned 11.57 crores as dividends, Rs«24.7% crores as cther
repatriations and REs+161.67 crecres in the form of additienal
eXports-33 These figures given by lilnistry of Coimerce refer
only to private joint ventures: Detelled ficufes of the
income earnad bv the Public sectcr joint ven.uxes are not
readily availables Study of different officii' ‘ccuments
show that the RITES earned fcreign exchange woz L Rse 1555
crores in 1986-87. Its prcfits increased frem Ts+4+54 crores in

1983-84 to Rs+H+55 crcres in 1987-88. IRC'MN whose turncver remained

Bs«198 Crores in 1984-85 has prcjects verth : 2 erores at its
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handse EIL's income from the overseas operotions in 1980-21 was
around US § 40 lakhs. Value of consultency services raleased
abroad by NIDC during the yeer 1979-30 wes PRs«8 millicns.
Between 1987-31 and 1986-87, fcreiqn exchandge aarnings of

MECON amounted to Rse166+9 crorass 4 Those stray fects qgive

an impressicn that the sum tetal of the ‘oreign earnings of

the public sector jeint ventures veculd be much more than the

private sector joint ventures.

Frcm these figures it is evident that India's joint
ventures in some respects beheve iike the Wastern iulti-naticnals;
and thet their aim is to make mexiium prof its oul of their
business operationse However, India is so mature thet it uses
sophisticated methods to make its business operaticns acceptable
to the host countries. Throuch its o»coromic 2id ¢nd technicel
training projects India attempts to creste fevouréble imace for
itself in the Thixd 1‘101‘1(1-35 Toral aim aulhcrised urteo end of
March 1987 amounts to Rse1,675 crcres, of “hich 61 constitute
grants and the remaining #re loense The 1 '-r ben. liciarins of
India's aid are Bhutan (Rs«656 creres) Mer:i (Rse221 crores),
Bangladesh (Rse282 ¢rores) and Vietnam (Rss - croras ); other
benef iciaries ¢f the aid are Mozambique, Mesuta®ious and
Sri Lanka-<° Iwdia provides technicel training to thcusands
of Foreign n.ticnals thrcugh ITEZ, ESCAP anc Colombo Plane.

All ther e gteps could help tc an extent in ¢feacing an

impression in favcur of India-
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India's leading role in the NAM, its
apparant contradictions with imperialism and adcptability
of India's technology to the Third World conditions
v= all these also make India's joint ventures accepteble
tc the host countriese. Understend ing the sentiments of
the people of the Third World, Indian government insists
that Indian businessmen shculd net meddle with internal
politics of these countriers Governmenv rules stipulate
that except in conditions where host goernments permit,
Indian equity should be limited te lewus than 50%.  in
addition to such favour:ble iirge, the grcwing colpetence
of Indian firms also help in getting into the Third
World mzrkete Some of the Indian firms zre sc ccipetitive
that at times, they could bag nrestig.ous centrects
competing even the Western multinations. FRecognising
the growing strength of lIndian capitalists the old
liperialistic powers themselves are showing interest
in collabcrating with India in explrrir. the Third

World Merkets-07

CONCIU SION

Hav ing examire&.dialictically the diffevent facets
of India's nonaligned policy, one is forced to reject the
crude interpretations of the traditional Marfa.sts in

India. Dependence on foreign capital and tec:nology, the
bourgeoning debt crises and libiralisatisn of internal
economic policies are not the indiéators of the cemprador

character of the Indian ruling classes. Zvery ccuntry that
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gets exploited by imperialism cannot be branded as

semicolony or neocolony+ Long bzck Lenin pointed out

that imperialism has the capacity to exploit even those
countries which have political incependence- " In the
post-war era imperialism cculd arm itself with sophisticated
tools to continue its economic exploitation without

the necessity of making other countries . its colenies.

If anylone argues that India is not independent just
because it is still exploited by the irperialists, then

it should be concluded that all the countiries in the

Third World ere semiccloniese Such a conclusion weuld

negate the historic significance of anti-cclonial struggles

in the post-wer werlde Even a country like China which
at one tiie believed that all the countries ir the Third
World resem ble pre-revolutionary Chinaagwas forceod to
accept after the 10th Congress of the Communist :'.rty
of China that the develcping naticns are politica. ly
independent. Hence China began to support ncnalined

movement.

If one admits the possibility of pmlitical independence
of the Third 'Jorld countries, it should al-o be acce ted
that there arc also possibilities of national bourgeoi-ie

coming tc pcier at least in some of the developing netionse

In India, it may be stated that the Bourgeocisie led the
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naticnlist movement. Indian communists could never

pose any sericus threat to the bourgecis. hegemony

either before or after independence. After the

Second World Wer, Britan became so weak that it lost

its ability to cortinue its politicel rule in India.

In the wake of the birth of a powerful sccialist block,

it is impossible even for a country like the USA to

turn India intc. a puppets At best what the imperialists

could do was to protect and if possible preomote their

economic interests in Indias As such there is no strong

reascn thét coculd compell the Indian bourgecisie tc

become comprador as in the cise of pre-revclutionary

China. As far the question of economic dependence is

concerned, it 1s seen that dependence on fireign capital

and technology was compelled by its cwn weaker status

in the world imperialist systeme Since countries like
India became independent at a time when the wcrld

capitalism had already resched the stage of impoerialism

and had become moribund and reactionary, it is n
possible for the new entrants in the world capit=zlist

system to escape totally from the ecbnomic discrimination

of the West. <Their dependence ~n imperialism shows

the weakness of the newly liberated nations; not

necessarily the compradcs charécter of the rulinc classess

Indian bourgecisie can be called coﬁprador only when

one can prove that Indzan Tuling bourgeoisie continuoisly

worked as the agents of imperiulism and thet it did not
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utilize all the available opportunitiss to develop

indigenous capitalism to the extent the given naticnal and
international context permit. Development of public
sector in the key industries, building up of tariff wall
around the countiry to protect indigenous industry, devel( pment
of indigenous banks to divert internal savings for {inancing
the privete and public sectors and requliation of the foreign
enterprises within the legzl framewcrk .- 2all these
effcr%s show that Indian ruling classes do not entertain any
desire to open all the gotes of the countriy fcr the imperialists
to ¢cme and plunder. It is true thét cciprem.ses suchas
devaluation of Indian currency cr libercliseticn of indoustriel
and trade poclicies are often made to tiie the intornel
ecomonic grisese Attempts to attribute the ceuses of
such phencmena only to the compulsions from the West often
amounts to undermining the intensity of the crises involved
in capitalist path of development, especially in the Third
worlde It is wrong to expect the bourgeoisie of the newly
liberated nations to behzve like thé Western becu.jecisie ie.,
historically the bourgeoisie who achieved state pcver in
the late phase of capitalism cannct be as progres-ive as
its counterparts in the West used to be: Now it is natural
that when the entire capitalist world is in the prccess of
intense general crigis its intensity is felt more in the
Weak capitalist nations. In such conditiecns, co.niries like
India are fcrced tc yield to certazin pressures ffom
the imperial ist powers: Yet the fact'that India votad against
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the West many a times in the UNO and other forums ond that
along with other develoring coun.ries it is fighting for
democratisction of the existing interna.icnal eccnomic
order reveal that Indla is exercising its cwn judge ent

in deciding what is gocd for its developmeat. If Indian
bourgeoisie is comprsdor it cculd not have initiated such

policiese

However tc acknowledge the Indian bourgeoisie as
national dces not necessérily endorse the onther view that
Indian fcreign policy hence, is prcgressives Antiiiperialism,
disarmament, f ight for peace @and New International Economic
Oxder are not the gocals of nonalignment. There are only
means I conditions necessary for promoting the politicel
and econcmic interests of the Third World countries in the
given historical epoch: The fact thét what guides India' s
foreign policy is not only the idealisu of its leadexrsbut
also pure pragmatic interests of the ruling classes, becomes
apparant when one looks at the colher sids of India's
Third World policye India tried fo vse its prcgressive
image and predominent positicn in the Third World to
enhance its bargcining nower with the socialist and imperialist
blockse But if at any time its own interests <o demended,
India never hesitated te give up the self-procleimed ideals of
ncn—-alignment. A man like Nehru, whe arqued fox the right

of every nation to determine its own policies could

) phatar oo
unhesitatingly impose protictorate status on Sik!:iujlater
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absorbedSikkiminto India and took upcon itself the self-irposed

gfspinsibility of looking after defence and foreign relationsef
Sggz of the Indian peace lovers in the government whc appeal
time and agazin for the world disarmnament, continucusly arm
the nation with the most scphist:ciceted weapons. A Cbuntry
that dreams of world without nuclear arms and criticises
China's and Pakistan's nuclear experiments rejects the
reccmmendations of its neighbouring countries fcr declaring
South Asia as a Nuclear arms free zcne- Indiz boasts of its
panch sheel and chaents the principles of non-interference
and peaceful cc—eXlstence but she considars it its netural
right tc¢ intexfere in the in.ernel affairs of Sri Lanka and

Népal- In the recent yeers, lndies began to @ct in such
a way thet a secticn of the bourgeoisie press itself begen
te criticise the big-brotherly attitude of India in the
South Asiae

A deeper study reveels thet India is nct merely a

hegemonic power interested in diminating the pclitics of
South Asiae Actually from the mig-sixties cnwerds India¥s
econcmic development started shcw;ng the tendencies of
imperial isme Bank naticnalisztion by facilitating the
merger and coalesence of industriel and bank monopolies,
gave birth to finance capital. Within Indian banking,
development banks such as 1DB1, ECGC and EXli bhanks emerged

as reservoirs of India's finance capitale The:« banks
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play key rcle in prcmeting the overseas projects in many ways-
Perhaps no industrial venturs, nc consultancy agency cr
constructicn company cén succeed in its overseas projects
without depending on these stete owned financiel institutions-
In the recent years these banks have Leccme decisive actors

in promoting the exports of commcdities, capital gowds

and prcject servicess As such it is not mele presence of

4l

Indian joint ventures abrcad bu* theilr deperdence on government

and Indian finencial resources which actually prove. the
inperialist character of stete and economy in Indias Theugh
the traditicnal liftists teke r:te ot export of cepital

from India, they always belittle its signif icence on tlie
ground that the dividends and royaltiies thet these joint
ventures -bring to the couniry is still insignificant. Evenif
oné accepts that the phenomenon is very recent &nd neot

yet the dominant feature of the Indian eccnomy, it is cleir
that India itself has bagun te show the iuperialist

tendencies netwithstending the fact thet it still ceontinues

to be exploited by the old imperialistse

LR R TR
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VI CHAPTER

QUESTION OF SEMI-FEUDALISM IN
RURAL  IWDIA "~

INTRODUCTION

Even after four ddcades of independence there are some communist
parties and Marxist scholars who argue that India continues to
be a semi-feudal state. A critical survey of their literaturel
shows that such an analysis is mainly based on their interpreta-

tion of the question of mode of production in India. Features

such as predominance of agriculture, backwerd relations of pro-
duction, existence of tenancy, role of the money lenders and local
merchants and slow growth rates are usually cited to prove that

India is a semi-feudal state. They also point out preﬁfginence of

cas# and religion in India to strengthen their arguments. Bebrle
critically evaluating thei~ analysis vf the ialectical relationship
betwean the base and superstructure, certain fundauwental theoretical
issues concerning Marxist theory of State needs to be clarified.

Even if for a moment, one accepts that all the above cited features are
vigible in the bas=2 and superstructure, one ma; still question whether
those featurer o« ¢ enough to characterise an, state as semi-feudal.
Does Marxisn £ .1 to see the difference betw: :n the state and society?
Can the Marxi ;ts feduce the study of nature of any state to the study
of mode . production or to tie ideological superstruc ture? Such

questions need t. e answered beforg-mking any attempt to reflect

on semi-feudal or capitalist character of Ind.an State.
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Though the state is seen as an inrepar able part of the Social
formation, Marxism says that the state is a separate structure,
relatively autonomous of other 3tructures, 1t is true that the
state gets influenced by different structures and social forces.
Yet it has its own trajectory anud independent timescale, 1ts
nature cannot be reduced mechanically to economy or to id&ology.
Af ter Febnmry Revolution, analysing the nature of the Russian
State;Lenin clearly writes that the c¢class character of the state
depends on the dominant classes that attained political powe.l.'.a
In other words lenin did not consider full-fledged development
of capitalism or ideology corresponding to Capitalism as necessary
criterion for characterising Rursia after r=2bnary revolution as
Capitalist State. ne knows that capitalist development in the era
of imperialism basically remains uneven and sporadics: 3 nis
unevenness expresses itself even in the development of particula
structures in the capitalist social formation. Hence, in deter-
mining the nature of state, Lenin gave primacy to the class
character of the ruling classes. Russiar . xperience shows that
the state can be a bourgeois state even 1{ orecapitalist modes of
production and id@€ologies corresponding to them are not completely

er gdicated from the society.

At particular stage of historical development, many modes of pro-
duction and many competing id@ological Eorces may coexist for quite
some time. In course of their intera:tion, changes in particular
structures, when mediated by conscicus human will, can influence

changes in other structures as well . However such changes will not
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take place in a mechanical way. Since each structure has its
trajectory and independent time-scale, the momentum of changes
varies from one structure to anotherd  To speak in more con-
crete terms, economic and cultural cnanges need not imimediately
follow the changes in political power. When new exploiting class
Or classes attain political power, the old state machinery will be
modified and perfected to standup to the new tasks. The new state,
thus formed, explores the objective possibilities for creating
proper conditions for the development of economy and culture con du-
sive to the interests of the ruling classes. To achieve its goals
the state formulates the necessary economic, political and cultu~-
ral policies. 1In this Sense. appeal ance 0of a new state becomes
essential condition for the total elinination of old modes of
production and ideologies corresponding to them. To put in con-
crete forms, @mergence of a proletarian state is a precondition
for the development of perfect socialist economy and socialist
ideciogy. Similarly the highest stage of development of capitalism
is possible only when the capitalists succe€d in capturing  political
power. It means total transformation of soc.: y in particular
direction needs prior existance of the concer.-’ state. Hany a
times, inability to understand the dialictical c-lationship between
the state and society made many Indian Marxists .:sert that since
capitalism did not fully develr, to a stége wher: it can replace all
pre-capitalist structures, .ixiian state cannot be a capitalist
state. They generally for «t that Qveiif cgpitclist class could
come to power, it may tr: gquite sometime to m:u.c capitalist

economy or the bourge i: ideology the Cominant f . rce of the given
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society. Sometimes it is also quite possible that despite all
its efforts, the objective conditions may not allow imple..€n=-
tation of certain policies of the state. Only to the extent
the state can overcome the challenges posed by other conflic=-
ting class interests, it succé@ds in implementing the changcs
it aims to bring. One should urderstand the fact that fullures
in public policy may be due to the very nature of the stute or
due to objective limitations of the given historic epoch.
Fallure to locate real factors influencing the dynanics of the

state lead to vulgdar reductionicts interpretations of stute,

With this theoritical understanding, an attempt is made in this
chapter to reflect on following aspects relatea to the yuestion
of semi-feudalism in Indian stste: 1) understanding the nature
of soclal formation before a new state cane into being after 1947;
2) identification of the classes which actually atteineu political
pbwer; 3) assessmentﬂlheir interests ana potentialiries under the
given objective conditions; 4) evaluation of the nature cf economic
changes that it sought to initiate in rural area; 5) exanining
whether the state could create political conditions conaucive to
economic development of the classes it represents and 6) compre=-
hension of the overall impact that governmental policies could

create on the mode of thinking of the masses.

While making a dialectical study of all these aspects we would

andlyse the role of different sucial forces and assess the options

and limitations that various



structureggpen up or become obstaclz to the policy chafges

initiated by the Indian state.

oS EHL‘R:J FEUDALISM IN Pui-=COLONIAL INDIA ?

On .e can come across many references to 1lndian society in
different works of Marx and Engels. In their writings, they
portrayed pre=colonial India as "-~tugnant", "“unresisting"
"vegetative" and "never changing;‘ entity.5 o then, India hed
no history since Indian soclety did not split into entagonistic
classes. 1India never witnessed feudulismsa dueg to cerftaln
peculiarities specific to desert lands of these aaew . whe
state which took up the responsibility of providing izrrigation
facilities to the peasants actually acted as the collective land=-
lord, The entire villaye comnunities were payinyg taxes directly
to the state. 1lndividually, peasant was not Lesponsible to any
particular feudal lord. Villages constitut=a the tasic units of

ancient Indian society. 1n words of Marx “lhese sumall «nd extremely

ancient Indian commnunities, some of which éontij. .:d to this day,
are based on possession in common of the land. .lie constitution
0of these communities varies in different parts .t india. In those
of the simplest form, the land is tilled in commung, and produce
divided among the members”s. Suc!. village societies characterised
by simple division of laboul 8nu unity between agriculture and
handicrafts, remained ecoviomically self-sufficient in all respects.
Marx and Engels thcoucht that the oriental despotism L:sted on the

foundations of such isolated yillage communitie$-



Though Marx's view of Indian society was influenced by the
Western sources, for long, his understaending of India was
considered to be consistent with Indian reality. However,
when Indian Marxist historians themselves began to explore
the history of India, they started finding many evidences
contradicting Marx and Engel's basic assumptions such_as
collective ownership of land and absence of intermediaries
between the state and village communities. D.D. Kosambi

who was the first Indian Marxist historian to make an inde-
pendent study of ancient Indian history concluded that
desplte certain peculiarities, in India also there was some
kind of feudalism which continued almost upto British iuterven-
tion. Political decentralisation, low level of develug:ment
of productive forces, production for self-consumption am
“possession by a lord of judicial and gquasi-judicial funce
tions in relatiofto the dependent populaiion" are some of the
features common to India And Medieval Europe. The notable
characterics which, according to Kosmbi, distinguish lndia
from European feudalism were the existence of caste $§y.tem,
increase of slever;, absence of guilds and the lack vi an

organized c'arch* 1,

Af ter D.v, Kosmbi, Prof. K.S. Sharma threw s...c more light
on st:uctures and practices which resemble -uropean feudalism.

Though the practice of working in owner's l=nd-a practice
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typical of European feudalism was almost absent in India,
R.S. Sharma argued that the Indian peasants were also
subjected to some kind of forced labour. To him feuda=-
lism in India was "“characterised by a clas3 uf land-
lords and by a class of subject peasantry, the two living
in @ predominantly agrarian economy marked by decline
of trade and urbanism and by diastic reduction in metal
currency. The superior state got its taxes collected
and authority recognised by creating a number of inferior
blocs or even states which generated the necessary social
and ideological &limate for this purpose*®® such feudalism
in R.S. Sharma's view, came to an end with Ghorian and Turkish

attacks.

D.D., Kosambi, R.S. Sharma and Romilla Thapar concentrated
more on ancient Indian suvciety. But Prof. Infan Habib
took up the chalienging task of exploring ti - medieval

Indian economy. Ixifact his book, Agrarian syg ems of Mughal

India,opened up new visias - . for academic di:sCourse. Though

L ==

he was against characterising medieval Indian social forma-

tion as 'ASIATIC' or 'FEUDAL', Habib made it c..uir that in
medieval India cblleci:ive'subjection of +"'» villages was at(nmvah'\dbs
individual subjection in varied forms e .-ing principally

through the framework o~ caste, Surplus product of the vill-
ages was not reaching the state directly ass Marx would con-

ceive. Irﬂtact there emerged a class >f msmindars who acted
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as administrative instruments for *he realisation of the
claims of the state. A part of the rfuplus product extracted
from the villages was appropriated by these Zamindars, HOw=
ever, Habib objects to naming them as feudal lords, for, he
thinks that the Zamnindars were only state officials and that
their actual powers, tenure and place of work were decided by
the higher authority i.e., the state itself. 3Such position
however does not forbid him from demolishing the myth of
equalitarian social structure. Hahib argued that population
was far more stratified than what Marx appeared to have
allowed for Caste system consolidcted social differentiation
by creating an evpvYmpus rurdl proletariat in the shape of the
untouchables. Opposing Ma&rx and cngels Habib asserted that
Indian history was also "one of cuxploitation and Class contra=
dictions generatipg Cyclical movements whicl Marx had postul a=-

ted for social evolution in general"g'

-

Accepting in the main, Irfen Habib's thesis, L. . 'lcrbans

Mukhia introducec e concept of ‘peasant econowy'. He opposes
characterising me .eval economy as feudal o. the plea that the
socalled serfdonm ¢ forced labour wexé oniy l=gal restrictions
imposed by thc state to extract taxes from th: peasants and that
there was cou.p. ete absence of extra-economic Coercion at the
level of produ:tion. To him medieval econoWy w~as char acterised
by high fe: tiiity of land, low subsistence nee is of the peasants

9nd peacant's fre~dom of control over the process of productionjq
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In such economic system, the relations of exploitation were
firmly based on appropriation of reverue and hence the con-
flict between the peasants and the state arose on the Ques-
tion of revenue so appropriated. Mukhia also argued that
the peasantry was not an undifferentiated mass. Hence,
despite his usage of the term, 'peasant economy' he opposes
Burton stein's description of Indian state as “peasant

1
state", '

According to hii. the state used to distribute the
revenue collected from the peasants to different states of

the ruling classes in accordance with the position it occupies
in the hierarchy. As such there were classes and class con-
flicts even in pre-colonial India and medieval Indian society
far from being static or stagnant ' . would have

undergone & transformation whether or not colonialism had

12
intervened¥,

This is precisely the summary of the on~yo.ng debate on the
mode of production, nature of classes anu v e character of the
state in precolsnial India. The studies tha. h we come to
light sofar are not all-comprehensive. 5till luere are many
aspects which need to be explored. For exampl- mwmost of the
historians cited above con< .. trated on cthe hist.ry of North
India. Though Burton Stein and Karashima attempt=d to study
South India, still there remains much to explore in Southern
and North Eastern rarts of India. In view of large size of

the sub-continent, it would be prematurec to zome to any precise
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conclusions about the agrarian relations in India before
British colonisation. However, with the limited infor=
mation we have now, cne may come to certain generalisa-
tions viz., 1) The village societies remained economically
self-sufficient entities. 2) There was class d ifferen-
t;tat:l.on within the villages and the peas@nts were under
individual as well as collective subjection; 3) There
appeared a class of Zamindars or intermediaries between

the state and the peasants and they used to enjoy a share of
the suplus from the villages 4) The peasants were subjected
to certain restrictions - legdl as -well as economic, and

5) Production was carried on for self-consumption and only
product excess of their needs uged to enter the markets

as commodities.

AGRARIAN RELATIUNS DURING THE COLONIAL ERA :

In one sense, the emergence of British Rule on the Indian
soil was a turning point in the transformation of the
agrarian system, By descroying the self-sufficient village
system, the British ruie, as Marx wouid point ouz, initiated
a social revolutior everhesxrd of in Asia., Tho.yu it is not
correct to .ay thiat private property was completely absent in
pre-co’onial India, it should be admitted .iat it was the
Bri-.sh which gave legal sanctity to .. private property.
In one sense the Britishers were not interested in bringing
revolutionary changes in the rur:l §r-eas. They only modified
the already existing landed systcm to suit their own imper-

fla.list exploitation. For that, they introduced Zamindari
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system - permanent as well as teaporary - in certain areas

and Ryotwari system in the rest of British India. Whereas 19%
of the area under direct British rule wa. under the permanent
Zamindari settlement, about 30% of the area was under temporary
zanindari system. In the remaining 51% of the British India,

3
ryotwari system was introuuced,

In Bengal, Bihar and certain parts orf Orissa and North Madras,

the British Raj introduced Zamindari system., Zanindars under

Raj were not merely administrative representatives of the sritish
governments in charge of collection oL revenue. According

to the personal law of proprietors, they had right to inherit,
transfer or even partition the estates under thelr control.
Subjected to certain conditions they had rig.t to e DA

the revenue, secure revenue and enjoy profits of new cultiv ation}"
Since the Zamindars were expected to pay fixed sums to the British
government, the zamindars used to exploit their pegsnts without
any regard for their lving conditions of the masses [nfact
there were many kinds of tenancy relations in zam.nwda i areas.
Generally the tenanus wc: 3xpected to pay fixed rents. But in
some places, as in Beng: and other Eastern parts, -i.ale=-cropping

15 zamindgrs and Jotedars

: ©
was becoming a dominan urmhi.enure.
together exploited the peasants and tenants by squeezing consider=-

able part of their glare.
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Thomas Munrb first introduced the Ryotwari System in Madras
Presidency. Later it gradually spread to different areas.
In the areas under Ryotwari system, the peasants were directly
Iesponsible to the state. The state which collected taxes was
expected to look after the needs of the peasants. However, in
practice, the British Raj did very little to improve the lot
of the peasantrf. But for their own iaterests they encour aged
commercialisation of agriculture. As a Lesult, a class of
peasants producing goods suchas tea, tobacco and cotton
for export market could emerge in different parts of the cou-
ntry. Almost upto the 1940's the government paid very little
attention to the food cr0ps; Except establishing Depar tments
of Agriculture and various other research institutes at diff-
erent levels and periodically making many recommendations far
improving the fate of agricultufe in India, the goverament
did very little in practice t0 improve the fate of = rural
masses. 16 Due to lack of institutional suppor', indebt-
edness of small peasants zacreased. Money lenders, lucal
merchants and big lardlocds began to dominate .he village
communities. As & .e.ult of commodification, < class of lard
owners with ext.asive interests in trading en transport
activities .mer jed. They normally tookup self-cultivation

17
by empluyin, the wage labourers. « Even where tesnancy

e .ste’, nature of tenancy was undergoirg a4 significant

change with the trend showing a marked shift towards share
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4
croppinge.

The study of agrarian relations in coloaial India would

be incomplete without making a few observations on the

state of agrarian relations in the Princely states, then
surviving under British protectiun. The social relations
in the Princely States which enjoyed considerable autonomy
in internal matters, remained basically feudal in content.
In many of these states there were big jagirdars who used to
control fifty to hundred villages. System of 'Veth' and
'Begar' (forced labour) prevailed in almost all princely
states. In some of the Rajputana States, there were many
slave communities whose members could be bought and s-1ld
like any other comnodities. In addition to personal labour
to the immediate lords, the serfs were supposed to supply
their bullock carts, fodder and milke-ali free of cost.

The peasants were subjected to severe exploitati.n . Almost
50% of the produce was recovered by the feudal ] :ds or the
State as rent. In addition to land tax, the pgg.ants were
expected to pay a number of otier taxes. In views of such
intense exploitation the peasants were not in @ positionitd
produce any thing fur profit, tba
This brief g.ucve: shofws that the agrarian relations during
the col~uial era did not show any marked uniform:l.ty. whereas

different kinds of tenancy existed in Zamiwdari areas, in the
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places under ryotwari system, self-cultivation with wage
labourers started and share cropping was bé%ming the domi-
nant form of tenancy. Social relations in the princely
states however, remained predominantly feudal., The post--
colonial Indian state had to deal with such diversgified
forms of agrarign relations in order to bring the desired

changes in economy.

POST=COLONIAL_STATE AND_TRANSFURMATION OF UK

=COLON MATION OF LURAL_ECONOMY3
The moment India's national bourgeémie attained political
power, the old semi-feudal and semi-colonial Indian state
underwent a gradual transformation to give birth to a new
nation state. The new state has nothing in comaon with
aucratic princely states that survivied upto 1947 under
British paramountsy. S0 also poste-colonial Indianstate is
very different froin war lord-bureaucratic state of Pre-
revolutionary China., Infact abolition of Zamind..ri System,
integration of princely stqleg, introduction of .iberal
constitution and administrative reforms initiatcd in differ-
ent branches of the s* .t. apparatus-all these m sures vir-
tually put an end ‘o feudal politicai power ir ..dia, But
the India's boiigecisie was conscious of the * . t that its

political power continued to be feeble if t .  newly formed

state railad to extend their power base »n the village areas.
To .eet that goal it was necessary for ' ie state to introduce

Ccertain changes in rural economy.
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At the time of independence, the national bourgeossie were
forced to respond to the demands of the agricultural workers
and tenants for radical transformation of the unequal rural
economic structure. Telangana (in AP) and Tebhagha (in Bengal)
revolts were clear indicators. of popular protests against
feudal system. The bourgeoisie understood that if they totally
ignore the necessity of initiatinc refoé?. they themselves ywould
be thrown out of power. However the bourgeoisie knew that it
could not implement radical reforms in view of the truce they
made then with the landed aristoz-rats. Since some 0of the leading
political personalities yn the nationalist movement had rural elite
background, even the Indian National Crnyress never preached any
open confrountation with landed vested interests. &s such, there
was lack of political will among the policy makers to resort to
any‘radiCal steps suchas confiscation of land from <¢ll land lords.
and distribution of the same to the tenants and agricultural
labourers. Thus on the eve of independence, Indiaqbtaté wids con-
fronted with two contradictory pulls — ne for total transrormation
of the rural economy and the other for almost total compromise with
landed interests. Ir such a situation thefe was the necessity of
devising an agricul al policy which woulc¢ .uitiate such reforms
which would satigfy partial social necessiti:s and at the same time
protect the interests of the land lords. Over and above these com-

peting interegcg, the state had the recpoasibility of augmenting

agricultur-] productivity so
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that it would become self-reliant in food production.

Keeping these objectives in mind the government initiated

many reforms in rural economy.

Along with integration of princely states which dispossessed
the feudal lords of their hold over land, enactment of Zamin-
dari abolition and Tenancy reforms Acts immediately after
independence strengthened the foundations necessary for the
development of capitalism in Indian agriculture. On the

one hand, it could make lakhs of well-to-do tenants the
actual owners of the land, on the vther by dispossessing the
absentee land owners of their nonopoly over land but at the
same time by adequately compensating them in return 1or the
land taken over by the Joveinment, alternative was crc.. ed for
them to switch over to capitalist farming. Lakhs of small te-
nants thrown out by the land owners tuv evule tenancy acts
joined the rural proletariat, Thus the very {i-st phase of
land reforms created conditions for the deveivpwent of the
capitalist land owners and rural proletariat , the two classes

essential for capitalist agriculture.

Though development of capitalism in IndZan agriculture is
economically in the interests of the bouwrgeoisie, polarisation
that such proceés of development initiated is politically
- dangerous to the system. S0 incredasing proletarianisation

of tenants and small peasants needs to be checked at some level,
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Hence Indian state introduced land ceilling policy with a
promise to distribute the excess land to the rural poor.
Necessary laws were introduced in almust all states to fix
limits to the possession of land. However, except in
states like West Bengal, Kerala and Karnataka, the govern-
ment failed to implement the landceiling acts vigorously.
Either by taking‘advantage of the loop-holes in the laws or
by collaborating with the bureaicracy,many big land owners
could escape land ceilings. Even then, there was some
progress in rationalisation of land holdings, in the sense
that, despite the so-called benami transfers, the era of
landed aristocrats who used to own hundreds and sometimes
even thousands of acres of land almost came to an end.

Some landless labourers and tenants-at-wlll indeed gotbent-
fitedgthe land redistribution policy. According to recent
estimates nearly 2 million acres of land were distibuted
among the landless. Though ﬁhere is a considerable gap
between the land declared as surplus and the land actually

19

taken over by the government this ac: of redistribution

of land could partially check proletar. ..isation.

GREEN_REVOLUTION:

Beyond this level, Indian state cannot go f-: in the direction
of structural changes. Infact, no bourgeoisie of this era of

imperialism can implement the agrarian reforms suchas land to
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the tillers or equitable distribution of land. Yet state
cannot ignore the necessity of positively .esponding to

the food problem. In view of its inability to bring any
structural changes beyond a certesin level, Indian state
started depending on technological transformation in
agriculture. Over the years the Government of India
invested substantially in irrigation projects. sllocation
for various irrigation projec:s increased from Rs. 456 crores
in the I plan to R.10,258 crores in the Sixth Plan. Similarly
enough attention is givea to provide electricity to rural
areas. In 1947, only 1500 villages had electricity supply.
But by 1983, more than 3 lakh villages i.e., about 58%

of villages in India are elect.rified.20 In the states
like Punjab, Haryana, Tamilnadu and £erala almost all villages
are electrified., Percentage of ntilisation of electricity
in agriculture incredsed to 1ld.5% in 1982~93. °1* Likewise
the government invested substuntially to est:.lish fertiliser
factories within the country. At present 66, -f fertilisers
demand is met by the domestic production. Iw addition many
research institutes and laboratorieé are retup in different

parts of the country to carry on research fcr development of

agriculture production.
In one sense, al) th:se changes gained mcmentum in the mid-
sixties. As = -e ponse to the gria fooc ctisis that adversely
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affected Indian economy,in November 1965 the Food Ministry

of the Government of India came out with the strategy of

Green Revolution. By the end of 1965, the new strategy

was put into practice in 114 villages specially chosen for ex=
perimenting intensive Agricultucre Areas Programme (IAAP).

The new strategy which called for combinazion and concentr a=
tion of inputs like HYV seeds, fertilisers and machinery for
cultivation. In course of time, the gtrategy gradually spread
to many other irrigated areas. Area under HYV use increased
from 1.89 million hectares in 1960=61 to 26.52 million hectares

in 1982-83. 22

Fertilizer consumption increased at an aver age
rate of 17.1 percent. Consumption of chemical fertilisers
increased from 0.69 lakh tonnes in 1950-51 to 55.16' lakh tonnes
in 1980-81.2%° . Between 1951-52 anu 1981-82 perhectare consump=
tion increased from 0-5 kg to 33.5 kgs. During the same

period number of tractors in use increased from 9000 to 73 lakhs
that of oil engines from 2000 to 29 lakhs and electric pumps
from 26000 to 40 lakhsl.]‘Lt This strategy of Gr.en xevolution was
successful in makin. the naticn. . self-reliawt in food produc-
tion. It can be = .. frau the fact‘that fuud grain production
increased from 53. . nillion tonnes in 195C 51 to 172 million
tonnes in 19888 Infact after 1977-78, ._.uports of food

grains virtually come to an.end.
CHANGES IN OV ..:idIP OF LAND;

The impact of Zamindari abolition, tenancy xeforms, land ceil=-
ings and Green Rev. 'ution coula be understo.. to an extent by

examining the change. that tkey brought iw Land holdings.
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From the above figures (Table-l) it can be understood that
the number of holdings under marginal and small farmers
actually increased from 71.23% in 1953=54 to 89.24% in
1980-81, though the area operated by them increased only

by 10 percent, Conversely, number of medium holdings decli=-
ned considerably but the area operated by them shows a small
increase., Number of size holdings above 10 hectars shows a
sharp decline from 4,22 percent to 0.02 percent. But they

still ret3in hold over 22.8% of the operated area.

During the plagéériod, in the country as ¢ whole, number of
rural proletariat increased marginally. The agriculture
workers account for about 30% percent of rural working force.
In areas where Green Revolution strategy was implemented
there was considerable proletarianisation,” * The Govern-
ment itself is not keen on extending¢ mech.'. sation beyond
particular level since the ruling classes e very well aware
of political consequences of such proletari .. sdtion. Hence
through their land distribution policy wund an :-poverty pro-
gr ammes, the gover . ...cnts seek. to check the di..  ..tentment

of the rural pou. 9y allocating a few acres of .and., Not-
with standipng .. governmentd efforts, subsistenc: marginal
farmersg accounting for 69.7% of the op.-ational holdings but
occupying or..y 12.,16% of the opérated "ea remailn as the

semi-prole  .rian strata-the reserve army of the proletariat.
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TAGBLE A

OPERATIONAL HOLDINGS AND AREA OPERATED BY MAJOR CLASSES

(Percenta_ge - wise)

i —— o — i ———————— " —— — T — - —— " —— - — T —— — - — -

S5 2E HOLDINGS __?I::n:::ATED Homznjis': ) _i&:z?.f OP 2. ATED _
'HECTARES B e i
1953-54 1980=81 1953-54 1980-81

Marginal 0-1 56415 69.69 5.58 12,16
Small 1-2 15.08 19:,55 10.02 14,11
Semi 2-4 14,19 8.84 18.56 21.23
Medium 4-10 10. 36 1.90 29.22 29,69
Above 10 4.22 0.02 36.62 22.81
TOTAL 3 100 - 100 100 100
Sources NSS Reports & Agriculture 1sus
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CHANGING FORMS OF TENANCYs

. — - ———— T ——————————————— -

Those Marxist schelars who concluded India as semi-feudal
state based their arguments mainly on their analysis of
tenancy in Indian agriculture, Economistszs like Amit
Bhig.duri, Pradhan Prasad, Nirmal Chandra and Ranjit Sau

who characterised mode of production in India as semi-

feudal, showed the following features which they considered

to be essential characteristics of semi-feudalism; existence
of tenancy, dominance of usury capital, indebtedness of
tenants and small peasants to the land lords or money lenders,
lack of access to organized markets and merciless exploi-
tation of the poor peasants and tenants-at-will. Citing those
characteristics, a section of Indian communists also ar Zjue
that mode of production in India is akin to the one that existed

in china before revolution, Since Indidn Marxists borrowed

the concept of semi-feudalism from Mao-tse=Tu. one may
first examine what he meant by semi-feudalism. .en Mao
referred Chinese society as feudal, he had in m'... th&at China

where much of the la . was monopolised b; the landlords,
nobility and emper and peasants who had 1i.tle or no land
were forced to * : . as gserfs. For Mao, semi-ieudalism is not
a separate mo ¢ Jf production but ess:- :ially feudal relations
of product:on 1n its transitory stag. to capitalism. By semi-

feudal ' sm l.e meant that society wher: the foundations of self-
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sufficient natural economy of feudal times have been destroyed
but the exploitation of the peasantry by the land lord class
which is the basis of the system of feudal exploitation

not only remains inTtact but, linked as it is with the

“6s Keeping

exploi tation of comprador and usurer capital.
aside the question of comprador and usurer capital for a
moment, can any one claim that feudal lord-serf relations
constitute the dominant feature of mode of production in the
post-colonial India? Serfdorn is almost sbsent in India. The
socalledbonded labourers, who are normelly cited to justify
the existence of feudal relations in India do not constitute
even 1% of the rural labour force. 4absentee land lordism is

now gradually being replaced by self-cultivation through hired

labour.

Again, it is not the existence of tenancy as such, but it

is nature of tenc<ncy which is fundament:l in aetermining the
relations as feudal or capitalist., In . dia the <re« under
tenant cultivation has come down from ' .7% in 1950-51 to
9.,25% in 1971-72. Evenif one may acc. .- that there exists
benami cultivation or unregistered tei: ¢y, its decliue

over the years is unguestionable. Eve . Hmere tenancy exists,
share-cropping is rmefging a8s predomin ..t form of tenancye.
Bardhan'.s survev .o .wed that the natu' @ ol tenancy in 334
villages he :..v.yed in Northern ancG EasternIndia rem~ined

predominantly .hare-cropping on 5035 $.are basisz7' wherever
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share cropping came into practice, the land owners are

showing increasing interest in the improvement of agriculture.
Unlike the absentee landlords, the present day land_owners |
are coming forward to bear a part of fineancial burden for

the purchase of seeds, fertilisers and machinery. Lendlord
claims his share not only as the owner of land but also as

the lender of capital. Both landrlord and tenants together
make decisions about production and marketing in many of the
cases. A consideraple part of the produce from these tenanted
land is now reaching markets. This is in contradiction with
feudal tenancy where production is carried on for self-consump-
tion and not for market. Moregier. the practice of ty,'_ing

the tiller to the land is very negligible. Rudra and Burdhan
correctly pointed out that the socalled -tachment or semni-
attachment conditions reflect more the em;,. -ers concern for

a dependable supply of labour at the righc time, rather than
extr a-economic coercion associated with feuaal £elations.28'
Bardhan also pointed out that landlord is not only source
of credit to the peasants. Major source of incom. -0 the
landlord comes from cultivation and. not by money 1€ .:di‘ge
Share of non-institutional sector (includes landlords, money
lenders and borrowers relatives) dec'ined from 95% in 1952

to 60% in 1981-82, Between 1961-1971 share of agricultural
money lenders among non-institutional nders declined from

47% to 23%. 1In 1971 professional money l:nders accounted for
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14% and landlords tor 8,6% of the total credit?g " Over the
years with the emergence of banks as institutional sources of
finance, the role of money lenders aeclined, Medium and large
farmers do not borrow much from che money lenders. It is only
marginal and small farmers who depend wore on ooth money lenders
and instituitonal’ sourcesf?o However there is no point in denying
the fact that rural indebtedness is on tlie increase. But in-
debtedness as such is not a sufficient indicator of semi-feudalism.
Infact indebtedness can exist even in czpitalist countries. The
pefaants dre indebted not only to money lenders and landlords but
also to co-operatives and comnercial banks., Recent agitations in
different parts of the country to waive off the pank loans show
the intensity of this new contradiction between the pe“asants and

the banks.

Finally one may be allowed to point out another new trend emer=-

ging in agrarian relations. By the terw tenancy, we were referr-
ing to the prac tice of big land owners 7iving their land-wholly
or partly = to the small t';enants or tiuants-at-will., But in the

early 70's itsif P.C. Josni observed ..verse tenancy in Punjab

and Haryana where .1 land owners startegkenting their land = not
to  poor tenant ¢ landless labourers but to commercial farmers
who need a lar .- .and holdings to use .'s machinery, profitably.“

-

‘Recent stu:ie; on Punjab endorsed th. bservation beyond doubt.
Though the.c is consider able de’cline ii p.re tenant holdings,

holdings of the owner-cum-tenants, rose b, 97.5% the largest increase
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being in the case of meaium land holdings followed by large

ones..“’?" Such a tenancy cannot be the indicators of feudalism

or semi-feudalism in Indian agriculture.

Now one may look at other aspects of agricultural policy of the

Government of India,

BANKS AND RURAL CREDIT;

We have already observed that institutions like banks and co-
operatives emerged as important sources of rural credit supply.
One may substantiate the claim with necessary figures. From the
very biginning the post-colonial state in India was keen on.exten-
ding bank facilities to the rural areas. It wa@s with that purpose
that the 8tate Bank Of India came into being replacing the old
Imperial Bank. wWhen the Government observed that the commercial
banks failed to extend its branches to rural areas, the state
nation~alised 14 scheduled counercial banks ..th a promise to
meet the credit reguirements of the rural zas. Since then, bank
network in the rural areas increasedenorn ly. Number of the
rural branches of t- ommercial banks in . -asedfrom 1832 in 1969
to 30585 branche: 1’ December, 1987(See ''avle II). Wow rural
branches accc .at -or 56.2% of the total wranches and 14.5% of the
total bank personnel. Total number of oo rrowea accounts increased
from a few chousands in 1968 to 210 lakhs= i1n 1984. Aggregate
deposits of the rural branches of the comercial banks increased
from ks.14.20 crores in June 1969 to & & 76 ,rores at the end of

1983.“ ’ ~lmost 15% of the bank credji . flows to meet rural
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Table-2
) Branch Expansion By Public Sector Banks

Banks Period Rural Semi- Urban Metro- Tolal
Urban politan
1. State Banks of = June, 462 796 163 150 1571
India ‘1969 (29.4) (50.7) (10.4) (9.5) (100)
March, 3584 2063 1118 676 7428
) 1986 (48.2) l:_!’l.ﬁ) (15.1) 9.7 (100)
2. SBIs Subsidiares June, 358 373 A6 75 BOY
1969 (40.0) (42.0) (9.6) (8.4) (100)
March, 1306 1119 580 368 2363
1986 (38.8) (33.3) (17.2) (10.7) (100)
3. Fourteen Nation-  June, 703 14656 928 1072 4168
_alised Banks 1969 . (16.9) (35.1) (22.3) (25.7) (100)
March, 101567 4436 1966 3064 21623
1986 (47.0) (20.5) (18.3) (14.2) (100}
4. Six Nationalised  June, — - — - —
Banks 1969
L March, < 1461 734 815 523 3563
1986 (41.7) (20.7) (22.9) (14.7) (100)
5. Regional Rural June, - — - - -
Banks 1969
March, 11671 853 121 1 12646
1986 92.3) {6.7) (1.0) {—) (100)
6. Other Scheduled June, a37 708 279 164 1688
Commercial 1969 (20.0) (41.9) (16.5) (21.6) (100)
Banks March, 1434 1399 9451 H47 4471
1986 (32.1) (31.3) (22.2) 114.4) (100)
Total June, 1860" 3344 146 I 8321
; 1969 (22.3) (40.2) (175 (20.0) s (100)
March, 20631 10664 THR! 5769 © 53085
1986 (55.8) (20.0) (14. ¢ (9.9) (100)

Source: RBI's Report on ( urrency and Finance, 1986-87.
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credit requirements. Banks credit to agriculture actually in-

creased from .54 crores in 1969 to &s.11127 crores in Lecember,
1987.?" . Desgpite considerable increase in comnercial banks netw
work, co-operatives still remain the dominant source of institu~
tional credit.as. As on 30th June 1986, total nuunber of primary
agricultural co-operatives including farmers service societies and
large-scale multipurpose societies stood at 92430. Above them,
there were 352 District Central Co-Cperative panks and 29 state
Co-Operative banks. In the recent years many Regonal inural Branches
(RkBs) were started in many unbanked areas. s on 30th June, 1987,
196 RRBS with their 13067 kbranches are operatii. in 362 districts.
S0 far the RRBS mobilised Rs,1919 crores as deposits ana lent
#5,1933 crores for various purposes to small and marginal farmers.“

: Now almost 55% of advances from co-operative banks &nd 42%

adv ances from comuercial banks go to agriculture sector. When one
remembers that in 1951-52 total credit fi .n government and co=-
operatives to agriculture ‘ounts for only 6.4% an: that of coumer-

cial banks to 0.9%, what the banks have achieved n.. is indeed remark-

able (See the Tablell'

Establishment of ! .t snal Bank for Agriculture .ud Rural Develop-
ment (NABARD) +.. 1732 was another remarkable development in the
field of ru»al credit., NABARD as an apex body pays attention to
all the n.tt.rs concerning policies, plananing and operations in
the fielu uf rural credit It provides finanCigl assistance to

co-operative banks, cou: = cial banks and KRLS thstugh refinancing
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facilities. It is also entrusted with the respansibility of
strengthening the credit delivery system and providing necessary
training for the bank personnel. It coordinates the activi ties

of the co-operative and commercial streams of credit,

PRICE DETERMINATIUN AND AGRICULTURAL MARKoTiING:

One of the important task undertdken by the Indian State immediately
after independence was creation of a single central national market,
Along with territorial integration, Indian state made «ll efforts
to create market oriented economy where the production would be
carried on for profit, not merely for self-consumption. <{ransport
facilities are widened to link the rural areas with urban centres.
fccording to recent estimateg, about 65% of villages with population
over 1500, 46% of villages with pnpul ation between 1000-1500 and
21,7% of villages with population less than 1000 people were conne=
cted by all weather roe:ds’...'sjr Likewise market facilties are ex~
tended to see that the agriculture products can easily reash the
markets., According to lndradeep Sinha during the last 30 years
virtually the entire rural ' conomy has been drawn ..:t0 the vortex

of money-commodity relat’o.,aips and almost 100% c. .»mmercial crops
and 40% to 60% of food c: Ups are being Lrought ipto the market and
sold s as cunmodj.tjes.'& l At present thesw are about 24000 village
markets and over 4i4 larger markets situac < at Tahsil headquarters
or in large villac:s., In addition there wre 2320 principal regulated
markets and 3113 Yegulated submarkets in ‘-ndia.:"g: As a result of

_ development of such well knit market mechanism no. :lmost all

important agricultural ,_roducts = wh2ther they be jute of Bengal,
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tobacco in Andhra, Coconut of Kerala and sugarcane ia Maharastra
become part of all-India market. Their production, prices and
profits are not determined by the local conditions alone. Fate
of the Indian peasants, especially those who are involved in
production of eash crops has become increasingly dependent on
vagaries of national and even internati onal ma:kets.into which

they themselves are well integrated.

Post-colonial 8tates in India is increasingly interfering in this
market mechanisms with a promise to regulate anacrchy in the free
market-ha- State now intervenese in agricultural marketing through
regulation of markets, establishment of Warehouses, procurement of
food grains, state trading in fouwl as well as cash crops and
strengthening ©f public distribution systems. Government organisa-
tions like Food Corporation of India, State Trading Corporation,
District co-operative marketing societies and different warehousing
Corporation%have now come to decide the fate of millions of Indian
peasants. In addition, Agricultural Price Commission(APC) set up
to determine relative price structures of the basic agricultural
produc ts plays @ key role in fixing the pri- :s ofall major agri-
products. 84\ ‘
cultural, Such a comprehensive intervention of state in all activi=
ties related to rural economy is only a post-colonial phenomenon.
At no time in history, Indian state had taken scirnany responsibili-
ar Mow”

ties to strengthen particular kind of development of rural economy
A

conducive to the overall interests of the ruling classes in India.
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RICH PEASANTS AS DOMINANT nUraAL CLASS

Structural and technological chnanges initiated by the Indian

statg succeeded in creating necessary ccaditions for the develop=-
ment of a homogen‘iéus class of rich peasantry conscious of its
class interests. 4in addition to pure capitalist farmers, this
ctass includes landlords wno have subsequently takenTup captalist
farming and also rich tenants who acquired considerable land after
the Zamindari abolition and tenancy refoums and tookup intensive
capitalist farming by using hired labour along with family labour.
In a country where fertility of l1ind differs from place to place,
Size of holdings alone cannot be a sufficient criterion for cate-
gorising rural classes. Hence no attempt is made in Sur analysis
to create  any artifiicial distinction between rich peasants and land
lords,merely on the basis of number of acres one owns. What makes
us include groups having different origina in one class of rich
peasants is the existance of certain characteristies common to all.
They ares~ 1) In the main, &all of tuem involve in self-cultivation
through hired labour: 2) Their primary source of income is extract-
ion of surplus val! , not family labour wir rent; 3) Even where

a part of the lan . .s given for tenancy, the owners show increa-
sing interest ivn production process, bears a part of the expen-
diture and extract surplus on share basis; 4) All of them use
modern tecinology to the extent thel:r own needs demand and

5) They _fouuce mainly for markets; wot for self-consumption

alone.*2°
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Taking advantage of the infrasturtural facilities provided

py the 8tuate and Central Governments, the rich peaséants appropriated
considerable assets and outweighed the »ld abgentee landlordé class
depending wholly on rent for its self-rrporduction. Uver the years
the rich peasantry whicn is increasingly becaning conscious of its
int;erests. started organising ié__\;elf into powerful prasaurle groups.
For long, they indirectly influenced the decision making at difie-
rent administrative levels. But after the mid-sixties they openly
came out in an organised form at national level to bring pressure
upon the state and Central Governmentsto accede t 0 their demands.
Mention may be made hereof Narayanaswany's Tamil dadu Agricuturists
Association(TNAA) . Shetkari Sanghtana of Shar’ad Joshi and Bharatiya
Kisan Union led by Mahendrasignh Tikait. Having atteined dominunt
positions within the villages, the rich peusants developed capa-
bilities to use such organisations to attract substantial members

of the small and middle peasants-Clas. composition of those orga-
nisations made some writer.% believe that thes. ‘'rganisations be-

3

longed to middle pea: its or bullock capitali. 1t may be true

that sometimes even {... middle peasants and to .. :xtent even small
peasants might h ve got benefits from thos ..ovements. But when one
.. looks at tres indifference to the probi..s of tenants and
agricultur:l lazpourers takes note of theiy .pposition to radical
land refc s and examines their basic dem...ds such & higher prices
for agricu.ture commodities, unrestricted inter-state trading and
reduction of tariffs on agricultural?gne Can assess the class na-
ture of these organisations. Though the leaders ailﬁtims argae that

if their incom: - increase they would gi .. sufficient wages, at no

point of time.).
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real wages of the agricultural labourers kept pace with the incomes
of the rich peasants. figher prices for agricultuw@l comwodities
benefit those sections which can prcduce consider able marketable
surplus. In India 18% of the cultivating households own 61,2% Of
the total operated area and generates over 1/2 of the gross output
and accounts for 2/3 rds of the marketable surplus?q' Only those
people who can produce considerable marketable surplus can think
of inter-state trading. Marginal and small farmers who contribute
very little to marketable surplus and infact even purchase.: food
grains agﬁ:imes, will not really get benefited by demands suchas
higher prices or inter-state trading. Though certain demands lixe
liberal wedit facilties, tariff concessions and subsidies on
irrigation, fertiliers ana electricity are partly useful to the
small and middle farmers also, it is e<tually the rich peasants
who take maximum advantage of such public policies., It is actually
the failure of the Indian leftist parties to mobilise agriculture
labourers, tenants and small farmers and to attract even the middle
peasants to their side M@hch gave o~~ortunity for the rich peasants
to take the lead, Now by creating an ideology of unified peasantry
and through solgans suchas BHARAT Vs ... A Or AGRICULTURE Vs INDUSIRY,
the rich peasants could mobilise even ti 08@ sections whose interests
are not compatibie with those of rich peasan{:sq'.s Having realé}.ed
that they have better things to grab from t. system the rich peasantry
agftimes declare truce with other rural clas: .. However, general
practice in all parts of the country showed ' ..l whenever agricultural
labourers and small tenants led agitations &§..iast them for wage rise

or for reduw tion of rents.



- 219 -
the rich peasants do not hesitate to put down such mass protests

by using all their might.

CHANGING RURAL POLITICAL SCENE;

All the above mentioned changes in agrarian ecoaomy could not have
taken place in the absence of certain modifications in the social
and political structures of rural india. Development of capitalism
in agriculture necesqgtes existence of political institutions condu~-
cive to such development. Being aware of it, Indian planner under-
took systematic steps to introduce new administrétive and political
institutions in place of the old cnes. 1o tue traditiunaycillage
setups one or a few families, merely on account of their caste
status and monopoly over land could exercise absolute powers over
the entire village community. out anolition:ianindari system,
integration of Princely States, impleunentat! n 0f land reforms and
introduction of liberal denocratic governmeuc {f-ruea on the basis

of universal adult franchise - all these Cnany 5 zould strike at the
political power vase of the traditional rural elit <3. Wnile the
community development progranies laid ndation to modern admini-
strative structnres, panchayat raj sys.am introduced competitive
politics in thi. .traditional villag: ystém. Following Balwant Mehta's
report, almort all states introduced ' 'o=-tier or three tier system,
Though pol: i ans invoked Gandhi's na.: Panchayat system that
actually ¢ ar. into being had very li ~le to do with utppﬁn G andhdean
princip.ics In the place of simple eg=z:lf-sufficient isolated village
systerm ti.ut Gandhi dreamtf;there dev.loped decentralised village
units, well integrated within the c :ntralised administrative and

political stiuctures. Appearance of different kinds co-operatives
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in the villages and exposure of the villages to national or state
level political parties could introduce new practices in the rural
politics. Formal consent of the pecple became the basis of the

new polltical power structures. With the gradual disa pearance of
feudal landlords having hundreds and thousands of acres of land
under thier control, owner-client, relationsnip started disappearing.
Mere social status and possession of land may not always guarantee

poliitical power, if they are not accompanied by people's support,

In these conditions, gwoup or coalition politics began to acquire
new significances in rural political iife. 1In a situation where
numbers do matter, castes began to play new roles in public life.
Though there exists class differentiati.n within each caste, econo-
mically dominant classes of every caste started using casteism as
an ldeology to mobilise their support base, 7The momentum created
by these power politics polizicised g1 castes, as a Iesult, in
place of traditional c aste systen L ' on hierarcny, there emer-
ged a new frameworsx where all castes af Competing with one another
for taking advantages of opportunities ., med to them. In such
compctition, only those traditional upper - @ castes which could
also mobilise support of other castes by us.. Its economic and
social status could retain their supremacy in \...age politics. Many
of the backward castes members because of their nu :rical strength
and also becacuse of their acquisition of considerable amount of
property, could become decisive act.. s in village politics. But

Harijans and tribal people, despite the!r numerical strength could
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not make any headway because of lack of sociil and economic Status .
Even legal provisions to include SCs and STs in ¥anchayats and
cooperatives could not enhance their political status. These
dialictics Of rural power conflict show that without mobilising
required number of people, mere possession of social and economic
status may not bring many to political power. Conversely mere
number s without required social and =conomic status will have

little bearing in the new village political system.

BY making castes or coalition of castes in the villages as their
power 5ase, newly emerging rurcl leadership could make their way
into higher political bodies. Infact, since the mid-sixties

rural representatives in the state Legis. tiures and the Parliament
are on the increase.45a' All the membsrs .f ‘\Darliament and
Legislative Assemblies who have their political base in the rural
areas could successfully pressurise the goveramen-s to take up
certain programmes which are beneficial to the vill .ge community
in general and to their own communities in particular. No political
party ignores the fact that majority of the votes are concentr ated
in rural areas. Hence all governmenls :ake up necessary measures

to appease the enfrging rural leadersh. . Infact all State Govern-

ments avoid imposing income tax on agric 1tural incomes since they

do not want to antagonise the rural elites. FE’en the Central

Government gives enough subsidies and introd. "¢ many develop=-

mental programmes to uttract the masses and le«d=: 3 in the villages.
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From the study of all these phenomena one can understand the

nature of political changes in rural areas and the extent of

integration of the villages into the national level politics.

CULTURE AND VALUES 3 RURAL SOCIETY AT THE GROSS x00TS:

Economic and political transformation that has taken place in
rural India since independence exercis ed considerable influence
on social and cultural aspects of Inuian villages. Establishe-
ment of many administrative and guasi-administrative bodies

for different developmental and service activities, improvement
of educational facilities, development of market mechanisms,
influence of mass media and increasing mobility which is made
possible by extension of trangport facilities-all these have
impact on the values and attitudes of the viliage community.
Though casteism is far from disgppearing, caste system is losing
its regidity and is increasingly becoming dynamic to meet the
new challenges.46 Rationality of traditional hierarf"higﬁaste
system is very much questioned ana the bac 'ard castes started
becoming competiti -. <“he very fact that the harijans and
tribals, despite = =2ir weaker status, ~:3j8n to organise them-
selves to figh . <cial and economic inejualities clearly indi-
cate the fa-. ghat the hegemony of the traditional caste system
is now a* stskes. Similarly the join® . amily system which was
an ir_ortunt feature of traditional v:1l ge societies is naw
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Commercialisation ofagriculture and greater exp Osure to the
city life started injecting competitive and aCguisitive values.,
Profit motive and calculations based cash nexus permeates
economic relations of all the developed Villdges-47 In the
field of politics, panchayats and cocperatives have given
birth to new rural leuadership. Recent literature on rural
leadership 4 shows that though caste status and ownerl ship
of property continue to have social relevance, other factors such-
as education, exposure to urban areas and <bility to get necessary
things done from the higherTups became determinant factors
to become a successful leader, It is also said that unlike the
traditional elites, the emerging leaders are middle or young
aged, active, better educated, better informed and politically
conscious persons. Under their leadership the socalled “idyllic,
unchanging, isolated and natural villaye communities are‘qradua-

lly getting integrated into the modern bourgeocis social sys tem.

However, it should be made very clecr that while it is nece-
ssary to take r -e of changes that are taking .lace in social
sphere, one . .ld avoid exaggerating the exte.t of change.
Despite man, nanges in the forms of caste sys' i, domination

of upper -a tes continue in most of the indian viilages. Con=
stitutiona. prescriptions could not completely eracicate the
practice of untouchability. Even now mariiages take place within
the castes. Rel. i.on%énd superstitions cxercise considerable

influence on tn. minds of the rural mas¢es. Traditional jajmani
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system and system of forced labour exist in certain cuorners.
All these show that changes in cultural and ideological
spheres have not kept pace with changes in economic and

political spheres in Indian Society.

CUNCLUSION:

In this chapter an attempt is made to exanine the characterisation

of modern India as a semi-feudal state. TO strengthen thelr

version of semi-feudalism, Marxists usually cite features such

as existence of tenancy, backwara forces of production, domie

nence of money lending and continuing significance of castes and

religion in Indian society. Opposing such an analys.:, at the

very outset we argued thet the state is a structure in itself
and that it should not be reduced .o econumy or culture, By dis-
tinguishing the state from civil society, we have arzgued that
the structure of Indian state urdeh'w went a graaual but a total

transformation on the eve of ind-:p.:ndence to meet the needs of

new ruling classes. It was presi:ely that new state which under-

took the responsibility of tramdtorming the rural India. A
brief discussion of the debae Over pre-colonial and colonial
modes of production in Indiai4 presented to make comparitive
analysis of the changes that have taken place in agrarian relations. -
While evaluating the debate OY the mode of production, we made
it clear that in post-colonigl India self-cultivation with hired
labour is becoming the dominanm t feature of Indian agrarian

relations., Land under tenanancydeclined over the years. 49
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Bonded labour cease to be a dominant phenomenon. In the
place of feudal tenuncy, method of share cropping where both
land owners and tenants can take personnal interest in pro=
duction process, emerged as the duminant form of tenancy.
Productive forces could develop to the extent the system
permits. Prices of the bpasic ugricultural commodities are now
not determined according to local conditions. Credit and
marketing facilities were improved congicerably anu the domi=
nance of money lenders is grauually declining. « homogenous
class of rich peasantry conscious of its iunterests stdrted

emerging as the most powerful class in Xural Inaia.

In the field of politics, it is argued that, <bolition of
zamindari system and integratd on of princely states virtually

put an end to feudal political power in India. GSince nearly

70% of the people reside in rural are: , introduction of uni=-
versal Jdult franchise enhanced the . :stige of the, villagyes.
Similarly, panchayats and cooperatives intrndi . competitive

politics in the courcry-side., In the proces: .f change, castes
acquired new role .is pressure groups cnmp . ng for power and
status. A ne. cct of leaders started e ‘ying in rural India.
These leadecs could effectively integrat the villages at the

state level and national level politic:
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However in our analysis of social life of rural India we had
to admit the limitations of stdte intervention. Though
economic and political policies of the state could bring a
certain amount of change in the values und attitudes of the
villagers, it has to be admitted that many feudal values

and practices continue to intluence the lives utf the ruxal
masses to this day. Influence . . of such pre-capitalist
ideological structures on modern political structures should
be taken into consideration in understanding the social
dynamics., But this should not lead to any hasty conclusions
about the class' character of the state. If existence of
feudal social structures and practices were sufficient
criterion for charactersing the state as feudal, then many

of the advanced cdapitalist nations ant even socialist countries
where superstitions, religious dogmas and ethnic problems
still persist, should also be declared us feud«l. It should
be understood that changes in the ideological sphere will not
keep pace with political and econumic chanc-s. It 1s because
ideology or culture is relatively indepen.zat of pélitics

50, Culture as its own dynanics and time-scale.

and economy.
Evenlif the state cr d.es the conditions for the elimination
of the o0ld ideologi=. system, without initiating continuous
and conscious poru. - strugble at cultural and ideviugical
fronts, old vali-s and old practives will not discppear so

easily., If feuua culture still dominates Indi.n social life,
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it is due to the absence of cultural renaissance at the gross
root levels., Though Indian politicians mobilised people
against political rule of the imperialists and feudal lords,
they could not involve the masses to fight out the o0ld beliefs
and practices. After independence, for their own political
reasons, the Indian bourgeoisie find it beneficial to perpetuate
feudal ideology to the extent it helps in retaining their hold
over the toiling masses. This is precisely the reason why
superstitions, caste differences and religious domination still
persist in independent India. These historic limitations

and political expediency should be taken into consideration

in the Marxist analysis of Indian state,
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NTRODLICT 1N

Ly T

History of the origin of welfare state in the third world

is vefy different from that of advanced cupiculist couutries,
In the Jest, inability or individual capitals to protect
their ownu rral interests and consequent emergence ot cluss
conscious proletariat complelled the state to intervene
positively in the capitalist reproduction process. In the
interest of the overall capitalist syst an, the state , unas

to regulate the roles of individual capitals and takeup many
welfare measures to neutralise the discontended working class.

1 however seems

Such a view developed by many western scholars
inadequate to explain the welfare role of the states in the
developing countries where capitalism had not taken a shape on

the eve;. of their independence. Unlike the Western Stetes where
capitalist development was left mostly to the private initiative

for a long time, in many of éhe Third World countries like India,

due to weakness of private capitalists, the state had to intervene to
develop the capitalist base. Likewise from the very oeginning the
state had to project itself as a Welfare State interested in the
welfare of all sections of the people, particulari  the down’trodden.
Such steps were inf . necessilated by the specif.c . situation in

which the Indin n¢ 1 .nal bourgeohie was placed ¢ the eve of

attaining state pouer,

when democrat.c .evolutions succeded in countries L.xe smerica and
France, th. buurgedsie emerged as the predominent c|.:s capable of

becoming the rulin. class of those countries., At that time,
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workers had not yet emerged as a homogenous class. [he feudal
classes gradually lost their econowmic base. The bourygeosie
gradually began to consolidate its strength in all fields.

Hence for uuite sometime, they could proceed with robber-

baron capitalist model without any necessity of direct

state intervention. Things aid not move this way in developing
countries like India., 1In Irdia the bourgeoisie attuined political
power at a time when capitalism as a world system had already
redched the stage of imperialism. along with the bourgeosie
there developea the working class. fuirly conscious of its

class interests. while the feudel elements still persisted, a
large mass of impoverished pedsantry was impatient for redressal
of their grievances. Telengana armed struggle in andnra Praiesh
and Tebhagha struggle in West Bengal showed the extent of radical-
isation of the exploited Classes. In international spheie also
many changes were taking place during that period. Russian
revolution in 1917, defeat of fascist forces in the Second World
war and emergence of China anu E-=stern Europe as socialist states
had enhanced the prestige of soc.alism. Almost all anti-imper=-
ialist struggles in the colonies and semi-colonists were influenced
by radical thoughts. Even in the Weglt, after the great depression
of the mid=thirtees, the states had t. take recourse to welfare
ideologies. Having attained state poweY in such national and
“international contexts, Indian bourgeoisie Could not remain
indifferent to the basic problems of pover.,. unemployment, eX-
ploitation und suppression. However, tae very class character of
these stactes rule out socialist path of dev.lou.. :nt which alms

to eliminate social and economic disgarities. a.-t 1s worse,
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owing to hisJtoric limitations, the bourgeo.sie finus it difficult
to complete all social and economic tusks of liberal democratic
revolution. s a result evenif national bourgeorsie is well
established in state power, problems specific to precapitalist
socialist formations persist for a long time. These handicaps
however cannot be &n excuse for inaction. when the masses are
expecting redressal of their grievances, the state caunot sit
idle. 1If it cannot initlate structural charges, at_least it

had to take up incrementalist mewsures to liegitimise itsown
duthority. In otherwords, necessity to protect and promote

the interests of the bourgyeoisie in the given historical context
forces Indian state to project itself as a welfare state. 1In
this chapter we would be making an attempt to list some of the
welfare programmes undertaeken by the stwte ana then analyse the
success or fallure of Indian state to reconcile the aspirations

of the masses and economic compulsions of th. Lystem,

INDIA'S VELFARE STATE :
Certain aspects of So-ial contradictions an post-colonial India
found its expression in Indian constitution itself. The basic
structure of the's:ace and government that ... constitution post-
ulates is very ¢.milar to the western capitulist model. The
fundamental ri.  .s that it guarantees ."smain basically liberal
in content .2t, in order to satisfv tiie radical social forces,
‘essentiul .ights suchas abolition of child labour, provision

for humane and just conditiong, eqral wiges, and maternity relief

are included under the Directive Princtl,les of the State policy.
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It is well known that the Directive Principles of the State
policy being merely instructions to the state, no individual
can go to the court of law for non~implementation of these
rights. Thus the constitution created the best of all possible
situations. It expressed its pelief in distant socialism but
actually preserved all the material requirements of capitalist

system. 2

However, the bourgeoirsie is not unéwaie of the fact that more

constitutional provisions can not appease the people for longe.

Moreover when the ruling class itself accepts to play the game

of representative democracy, universal auult franchise assumes

considerable significance, Since atteining governmental power

can ignore the necessity of takingup certain welfare measures

for creating the vote banks. Tn neutralise the influence of

the radical parties, the Indian National Congress and other ruling
.?]ﬁg_ﬁsparties, mitiated many welfare me.sures for the

benefit of the poor. Before critically evaluating - he impact of

these welfare measures one may briefly discugs varivus welfare

programmes undertaken by the state.

1, LaBOUR WELFAxE:

F' ¥ .arious reasons, the .oust-colonial state
in India had to take t.e problems of the industrial workers very
seriously. BefoYe iLadependence, native ag w:ll1l as colonial indws -
trialists mercilessly exploited the proletdatiat. As a reaction,
tr acde unions developed in all important factcries to fight for

the basic dem.n's of the workers., In couvs of time, instead of
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merely concentrating on economic demands, anian working class
began to play a very important role in anti-imperialist struggle.3
Inspired by the socialist revolution$, @ considercble number of
them rallied behind communists and socialists. The new classes
which attained political power «fter independence cannot under-
estimate the potentialities of such working class. Hence appedse-
ment of these sections was thought to be necessary to neutralise
the radical social forces. Moreover the state is aware of the
fact that industrial pecce is &n essential condition for initiating
a rigorous process of industrialisation. This peace can be pur=-
Chased only by paying sufficient price for it in the form of labour

welfare policies.

The Directive Principles enshXxinea in th: -~onstitution assured the
working class of many rights suchas right vt work, abolition of
chila labour, eyual pay for equal work, dec standards of living,
maternity relief and labour participation in andustry. To guaran-
tee atfleast some of the rights, the governmzi.t enacted a number
of labour laws suchTas the Factory Act. 1948, Ti.e Mines Act 1952,
The plantation Labour Act, The Indian Merchant Shipping Act and
Coal and Mica Mines Welfare fund Act., As early as in 1748 itself
the Central Government passed Minimum Wages Act and authorised the
State Governments to pass similar law. in their respective states.
The government also promulgated Employmént Provident Fund &ct in
1952, Maternity Benefit act in 1961 erd payments of Bonus Act

in 1965, It is said that as on 1985, gbout 7 millions employees

enjoy insurance benefits and 12 million orkers subscribe to
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provident fund,

Besides takingup these welfare measures, Indiun state directly
intervenes in the industrial relations as reconcilor g arbi-
trator. Separate labour departments and labour courts are
established to deal with industrial d.i.blmtes. A comprehensive
industrial jurisprudence covering even the minute deteils of
industrial life was developed over the years.4 Like corporatist
state, Indian state framed the rules of the gane to be followed
by both the capitalists and workers. Legitimacy of such a state
was further consolidated when the wolkers themseives started con-
sidering that the stalte intervention is essentially in their ogwn

interests.

RURNL. DRV ELOIMTS

Land reforms initiated inurnédiately af ter i...:pendence could benefit
a considerable number of tenants who nad no roprietory rights
over the land, Yet, it should &! 50 be admitted thet the same land
reforms also led to eviction of .akhs of {eéenants-at-will who
ultimately joined the rural pf_.etiriat.  La"k of opportunities
in the cities and towns incYeased rural unen,.oyment and it in-
turn kept the agricultural wages at a very l.uw level. Likewise
market mechanisms &#nd .reen Raevolution furth 1 cornered the

small and margindl peasants énd widened the inequalities in the
rural structure.s Poverty, unemployment, glienation from land

and consequent frustration among the rural >or becane important
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factors responsible for growing tenslions in the rural swwucture.
Naxalite movement in the lcte 60's wna early 70's brought to
light the intensity of the alienation of small peasznts ana
agricultural workers with the existing system. ‘The then
Indira Gandhi's government clearly under stood thie magni tude
of the pJ:c;l:zlezn'l..'5 Necessity ot legitimisinj the system in
general and her go\{ernment in particular compelled Inaira Gandhi
to come out with her "Garibi Hat«o" progrwmnme. Thereafter,
anti-poverty progrummés initiated during this period continued
to be implemented in different names by subsequent governments

also.

1f the fate of small furmers is left to the market forces or to
the local elites, sooner or later, «<ll of thum would be forced to
join the rural proletdriat. Being aware of .2 dangers of such
proletarianisation, the gyovernment sponsored . uny progrwniues for
the benefit of the sma&ll and margindl farmer .. When Indira
Gandhi's gover: .t nationalised ths Janks, she ordered for mobilie
sation of 30 - bank credit to pric:ity sectors viz. agriculture,
small-scale :.dustries and other se':ors; As on June 1985, as
much ac 42.7% of public sector cred.: was advanced to the priority
sectors., W ithin the total advances mude in priority sectors, agri-
culture alone accounted for mo.fe thin 43 percent.7 Nowadays the
banks extend credit to the poor f&imers with reascnable rates of
interest, sometimes without any surety. Similarly the government
provides fertilisers and marketing facilities at subsidised rates.

In 1971, to meet different requiyeménts ¢f the small farmers the
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government started Small Farmers Levelopment Agency\SFua)
programme. It aimed at benefiting 50000 persvuns in five years
in every district. At the end of the programue, it was estimated
that 16,87 millions participated in these programnes and nearly
7.2 millions enrolled themselves in the co-operatives. IMore than
Rs. 220 crores were releasedfor the progranme.s In 1980 the SFDA

progr anme merged with Integrated Rural Development Programme (IRDP) .

The IRDP aims at better utilisation of local resources and creation
of infrast_ructural facilities for social and economic development.
By creating employment and income earning opportunities, the pro-
gramme expects to improve the quality of life of rural pepulation.
The IRDP covers 15 millions families in all 5000 official blocs

of the country. The sSeventh plan allocaced xs,3473.99 crores for

various prograines included unaer the IRGP -9

In addition to IxkDpP, both Centr :' and State Government s sponsored
various programnes f or the benscit of rural proletariat. The
seventh Plan expected to generate tot.l einployment of 1445 million
mandays under National rural z=mploymen! ~“roject(ixzr) and another
1012 mandays under Rural LanCless. E::u{lug[n.ent Guar antee Prograimme
(RLEGP) .10 Plan outlay for these two pi: wrwane stood at #,1743.79
crores and 1250.81 crores respectively. ayairt from such employment
generating programmes the Central Government $,.WMsors Training of
Rural Youths for Self Employment(TRYSTM) progra. = which aims to
provide necessary skills to the rural vouth sothat ai‘:r training
they would take to self-employment. The2 sixth plan claims to have
trained 9.4 lakhs youths out of which 4.A4 lakhs havc been self-

employed.
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Along with diffrent social policies aimed at certain targeted
groups, the central governem ent alsO sponsors certain prograuanes
for the development of underdeveloped areas. =t the end of Sixth
Plan therg&ere 181 Integrated Trianl Jdevelopment Projects covering
substantial scheduled tribes pupulated .-:x.rr-:as.11 To undertake
relief measures in the dr ught affected areas, the Urought Prown Area
Programme (UPAP) was introduced. Spread over 70 districts of the
Country, it now covers over 500 blocks. The Seventh Plan allocated
ks, 245 cores for the LUPAP. sSimilarly there is Desert Development
Progranme (uuP) for cthecking further desertification and for raising
the productivity of the local resources., The LUP coyers both hot
and cold desert areas of the country. The Seventh Plan allocated
ks,1743,78 crores for the programme., In addition, Government also
spoﬁsors Conmand Area Development ¥Programe  CADP) and Hill Area

Development Programne. L4

Apart from these, the state takes up . 'y other prograwmmes. In the
previous plan it allocated R.,1201.22 . rores for accelerated water
supply and #s.4.0 crores for santtation ... 20.3 crores for Develop-
ment of women and children in rural Are. DWCRA) programme. At the
end of his tenure. Mr. Rajiv Gandhihad . 'nnisgd to introduce Nehru

I
Rojgar Yojana with a plan outlay of %,500 «crores a year.g“m

EDUCATION & HEALTH

Like many other democratic welfare s*ates, Indian state also took
the responsibility of providing hea! ' and education facilities to
the people. Since healthy, educatec ..l skilled persons are essen-

" tial even for running the bourgeois State machinery, the state itself



feel it necessary to provide subsidised educational and health

facilities.

In the field of education, totcl budgyet zallocation ilncreased
from Rse 191 crores in 1950-51 to Rse 12,346 crores in 1985-86,.
Public sector's share in the total educationazl finances incre-
ased from 42% in 1950-51 to about 66% in 1985-86. About 0%
of the budget is financed by the State Govarnments . Between
1950-51 and 1984-85, total number cf Univelrsities increased
from 27to 150; colleges for genral education f-om 498 to 4005;
high schools from 7288 to 62894; middle schools from 13,596 to
1,29,879 and Primary schools Ytse¢ o 530 “housands. «long with
general education institutlons offering professional courses
alsJFncreased. Between 1950-51 and 1977-78 professionaytoll—
eges ilncreased from 300 to 4602 and vocational and technical
educational colleges from 2339 to 2918, whereas the numbeﬂbf
medical colleges rose from 28 in 1950-51 te 106 in 1977-78.
dental colleges increased from_18 :n 1950-51 to 1059 in 1985-
86 The stock of educatea man_‘power of the matriculates and

above 1s estimated to reach 6.43 crores in 199, 13

Similarly certain progre: . is made in the fie. Jf health also.

Public Sector share in 'ue total finances inc: +ed from 20% in
1950-51 to 50% in 198 6. Percapita expenditu. incurred by
the state on health . .t up from RS.1.50 in 1955-°5 to 27.86 in
1981-82. As a resu . of governmental efforts, :@ ~ween 1951

and 1985 number ¢ It .ds per lakh of population r .. : from 31
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to 85 @nd number of doctors per lakn of population increased
from 6.5 to 44.14 While lile expectuncy went up from 27.4 years
in 1941-51 decade to 54.71 years in 1985-86, infant mortality
came down from 14.5 per thousands in 1950's to 11 0 in 1981.
Diseases like plague and small pox are Er;diuatéa and mor ta-
lity from cholera and related diseases also declined. The
seventh plan allocated Rs. 3392 crores for health and #, 3256.26

crores for family welfare.ls‘

The first annual budget presented
by the New National Front Government allocated is. 865 crores
for Department of education and k. 956 crores for the Ministry

15 A,
of Health and Family Welfare.’

i — i — . -

It was only auring the freedom struvggle that for the tirst time,
the ostracisea comumunities were drawn into the national mainstream.
Leaders like Gandhi and ambedkar made the Nation aware of the
problems of dalits who constitute a guarter of Indian population.
Under the influence of social reformers like Jyotirao phule, the
harijan and tribal people started becomin -onscious of their own
interests. Hence, when independence was < .. =ved, the new State
could not ignore the problems of these cc ..unities. As a first
step towards attending to th£§g5roblan5 ‘2 Constitution itself
declared untouchability & - the system of bonded labour as uncon-
stitutional. Reservation i e provided for the schezauled castes
and scheduled tribes :. - .ucation and employment. State governe
ments were allowed tu ; ovide similar opportunities to other

backward classes. Rel-: tions are made in age and minimum quali-
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fications for those communities. =ven in the tield uof politics,

seats ale reselved in the assemblies and Parliament. Simi-
lar provisions are mude even &t Panchayat levels.le‘ Mor eover
for improving the lot of the SCe ano STs the banks we directed
provide loans at concessional rate;ﬁ. In «ll thie anti-poverty
progranmes these sections are given spscial preference. In the
Seventh plan the government allocated 5, 1239,21 crores in the
State plan and B, 281,22 crores in the Central plan for under-
taking various welfare prograunes for the benefit of the SCs

17.

and STs. National Front government propcsed to wake a pro=

vision of Rs., 320 crores for the schemes for SCs and STs in the

annual plan 1990-91. 17as

EVALUATION_OF WELFAwS_PXOGKAUES:

So far, we have briefly presented various wclfare measures under-
taken by the Indian state; The list enumereted however is not
exhaustive. 1Indian stdte provides many more public utilities
suchTas water supply, cheap transport and po.' .. services and
fair price shops. S5.ne of the State Governmewi. implemented
programmes like 1¢ .. melas, supply of subsi .i.sed cloth and food
grains and distrilution of rickshaws and sewing machines to the
unemployed : 4 -onferment of land or hc. : pattas to the rural
and urban p-u.. There is no: point in .cuying the fact that a
section of the people in India is benefited by all these welfare
progra .ues. These beneficiéries among th. oor infact consti-

tute a strung support base for the existing regimes. Through
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the wide communication net-work that the country could build-
up over the yedarls, the Governments more oL less succCeeded in
Creating an impression among the public that the stdte exists

for the weltfare of all.

Though one would admit tnat the Indian state partially succeeded
in legitimising its own existence by undertaking sucn welfiare
measures for the social séientists what 1s important is to under-
stand whether those social policies could really solve the basic
problems of human life within the existing socio-economic system.
To have comprehensive understanding of this aspect, one should

evaluate various dimensions of the Welfasre policies.

Let us first analyse the impact of labour welfare policies. It
ls already mentioned that Indian State passed many acts for the
welfare of the workers. No doubt that the wolkers in organised
sector more or less receive all the benefits that the state gua-
rantees. They enjoy security of tenure; fixed hours of work,

- good promotional opportunities, casual and previlege leave, sick
leave, maternity relief, liberal r rement benefits and bonuses.
But the number of workers who enjo: wch - benefits does not cross
even 10% of the total work force. ™. .rity of the workers in the
unorganised sector comnstituting 32% o. .he totél wor kforce are not
touched by the governmental policiess st of the workers work-
ing in small enterprises, workshops, au...i.lory factories, con=-
struction work, agriculture ana other pet.. .ervices do not get

even thgﬁinimum wages that they are legall . =atitled to.la‘
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It is said that even in the Left Eront ruled West Bengal, there
are certain unorganised sectors where minimam - wayes are not

implemented.lg'

The extent of disparities can pe under stood
from the fact that according to 1981 census, the avelaye in-
come of worker in the organised sector was 4.3 times that of

a worker in the unorganised sector. But within the unorganised
sector the income of a worker in agriculture was ounly one third
of what a worker getsi non-agriculturzl sector. The fate of
sedf-employed persons constituting 53% of the total work force
is no way better than that 0f the unorganised sector. They earn

only one third of what unorganised sector earns.zo'

In the unorgunised sector the owners normally do not provide even
.the necessary working conditions as demanded by the factory
laws. In most of the industries ond s=rvices women are paild less
than what men get. Notwithstanding the constitutivnal provisions
to the contrary, child labour is being euployed even in most
hazardous jobs. According to 1983 NSS estimates there are 17.3
millions child labourcers., The figure ac.o. ding to Concern for

Warking Children (CWC),Bangalore stan-s at 1lU0 millions.zl'

Another aspect which is threatening ti= entile wOrkers commnunity
is the growing unemployment problem. .ie government sources them-
seives show that there are 2,6 crores oi registered unemployed
persons in India. Taking ad. ..tage of massive unemployment, capi-
talists in the recent years are £illing their units with casual
and contract labourers who do not have any .. ..4e union rights.

By making use of technological develoﬁment-,uue industrialists
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ALe trying to reduce thie number of permanent employzes. In
the coming yeurs this phenomenon is going to have udverse iupact

on the workers of the or janised sector,

Added to them are the economic crises wnich even the state interl-
vention failed to check. At the end of ueceunoer 1986 there were
1,47,740 sick industries involving &n outstanding credit of

k. 4874 crores,?? The sickness arising mostly as & consejuence
of market stagnation has led to the closure of mény industries.
Conseguent unempioyment, poverty and insecurity are creating
tensions in the industrial relations. 1In 1984, it was reported
that there were 1689 strikes, 405 lockouts and 3 majoxr gheroas.23
Thus in reality fate of lakhs of unewnployed persons, child labour-
ers, workers in the unorganised sector and casual «nd contract
employees in all sectors stand in the way of passing of any

judgement about the success of labour welfdare programmes in

Indi a.

The rural development programmes are no different from that of

| labour welfare policies. Though there are allegations that only
rich people are taking advantage of various rural development
policies, one need not totally deny vcrious governmental comnittees
reports which ass%@ed that the anti-poverty programmes could ralise
the beneficiaries above the povercy line.24‘ Bug[t should not

be forgotten that the totul number of persons covered under all
these programmes constitute an in.. nificant percentage of the

rural poor, It is true that the go.z=rnment spends thousénds of
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Crores of rupees for implementctiun of many policies that bene-
fit the rural masses. But, when seen as a parc of the total
budget, allocation constitutes oaly. a smull segaent, zven
there, due to corruption and red tapiasm, what the beneficila-
ries actually gyet is only a frection of what is rezliy allocated
for them. In’fact former Prime *inister xKajiv Gandii himself
accepted that out of every K,6 sanctioned only rupee one reaches
the poor. The Government figures are sumetimes so misleading
that they unnecessarily give & glorified version of governments'
concern for the poor. But if we analyse, say rural employment
programme suchlas Nehru Kozgar Yojuna ror which the Lormer
government wanted to spend k. 500 crores a yeal, one Cun under-
stand what the poor would ultimately get. If &, 500 crores
are distributed amony 120 proposed backward districts, the amount
for each district comes to little more thun K, 4 Crores. Even-
if it is consicered that each district has only 6 lakhs fanilies,
then allotment for each fumily would be below &8. 70 « year.zs.

It is nothing but & mockery on 50% of the rural population who

are below the poverty line.

In the recent years co-operatives and commerclul banks are playing
a commendable role in the rural development programnmes., It sk’wuld
however, be remembered that even now 60% of the rural credit are

met by the non-institutional sources. Lakhs of agricultural workers
and small peasants are still uncer the clutches of the local mer-
chants, landlords and money lenders.z's' Finally, evenif it is

admitted that certain number of famili:s did get benefited by
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these policies, one should not forget that very nature of the
oper ation of competitive economic¢ system makes many more ville
agers fall below the poverty line. In the absence of rade
ical land recorms, incrementalist social welfare measures prove

to be little effective.

Even when our attention is turned towards provisions for public
utilities where health and education alone constitute 70% of

the total public social spendinj one finds similar trends. Not
with standing the progress made in the field of education, 64%
of people still remain illiterate and only 4.8 of people have
accTess to higher educat’ion. Conpulsory education for child=-
ren below 14 years age renained a slogan. It is sald that nea=
rly 77% of elemenatary students drop out before completion of
eighth class and as many as 312 lakhs children between 6 and 14
age-group never attended schools. Despite hue end cry raised
against explosion of higher education, the fact is that while
in 50's and 60's enrollment in higher education increased at
the rate of 12.4 and 13.4 percent per annum respectivelys in
the seventies it increased only at the rate of 3.,8% per annumjr?
Though avenues of education increased after independence, the
benefits did not reach the deserving ones. Still there exists
rural=urban disparities and male~female differences. Wherelas
literary rate in urban areas is 57%,it is only 12.9% in the rural
areas, Where-as female literary rate is 48% in urban areas,

its corresponding figute is only 2..2% in the rural areas. Most

of. the well furnished schools and ¢:lleges are concentr ated



only in urban areas. Though the New Educational policy propo-
sed to set,up elite institution in the name of Navodayas, NCERT
survey itself shows that out of 7.75 lakhs primary schoolﬁﬁsst
of which are situated in the villages, 15% schools have no per-
menant buildings, 2,82 lakhs schools have no drinking facilities
1.89 lakhs schools have no black board; 1.62 lakhs schools have
no mats to sit on; 1.52 Jakh children have only one teacher and

three thousandseschools have no teachers at alle. “Be

The main factor responsible for the pathetic condition of edu-
cation is lack of adequate funds for the education sectores In
fact BGe Kher Commission and Kothari Commission recommended
that 20% of state budget and 10% of the central budgets are

to be allocuted to education. Except u few states like Kerela
West Bengal and Anchra Pradesh, most of the states in India
spend less than 20% of the budget for education. &as far as the
central budget 1s concerned, its alloccetion ueclared from 7.6%
in the First Five Year Plan to 1.3% in the Sevenmﬁiv\e Year
Plane The government itself accepts that 75% of the recurring
educational expenditure has been salaries,while another 10% is
spent on administration. Only the remaining 15% is to be

spent for education prope.ra?'s

Instead of allocating sufficient re.. rces for education, the

NEP proposed by former Prime Minister - . ouraged privitisation
of education. It recommended privitis ...on of education and

found nothing wrong with donations i: tcchnical educational
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institutionss InZfact to get away from the problem of financin,
higher education, the NEP recompjended linkages with industry

and started Open Universities as a substitute to formal education.
All these recomunendations, if fully implemented, would prove

to be detrimental to the very foundations of liber al education

in India,

Co_ndition of health sector is no better than that of educations

Even now nearly 65% of rural population do not have any medical
facilities within a distance of 2 kms. Percentage of people «ho have
no access to medical faciiities within a distance of 5 kms is as
high as 40 percent. Rural-urban differences are clearly visible

from the fact that rural areas hete only 27% of hospitels, 14.5%

of total beds and 28% of docnoxs.BO'

All India figures indicate
that 104 infants for every 1000 die at the time of birth and 83%

of chilaren suffer from malnutrition. Nearly 60% of people in
India have no access to proper drinking facilities and 70% have

no sanitation facilities. These insanitary conditions are becoming

the cause of many more diseases.

As in the case of education, problems of health sector arises
mainly due to inadeqguacy of funds., It is worth noting that the
Central government which talks of health for all by 2000 AD
allocates only 1 percent of the budget to health. Even now 50%
of the total finances to the health comes from the private sector.
Instead of gradually extending public control over nealth sector,
the government itself is encouraging privitisation. Some of the
government hbspitals a.e paltially brought under private control.

Ssome of the state governmants are openly inviting the non-resident
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Indians(hNkls) to come and start big hospitdals. while these
attempts may implove health facilitles rfor the ticn, the poor
and also the middle classes wll be adversely aftected by such

privitisation of health sector,

Finally one may concentr ate on the effect of welfare policig$§

on the backward communities. it is true that untouchapnility and
bonded labour are legally abolished. because of reservation
pol-icy, some SCs, STs and other backward classes could acguire
modern education and get employed in modern professions., Land
re-distribution could benefit a certair numbetr of dalits. Changes
in political system also helped in driving them into the national

mainstrean.

However a critical evaluation would snow that impact of all welfare
policies on the backward comuunities continue to be very less.
More than 76% of the SCs and 877 of ST's cuntinue to work as agri-
cultural labourers and marginal peasants. while the liceracy rate
in the SCs in 1987 was lU.c3% anony the 30's it seecd at ondy
B.04%. As far as resc.vation quoteasin n.alnb,low'nent for the SCs and
STs are concerned, only the posts of I1l and 1V class‘employees
are fairly filledup. <The Seventh plan report says that in the
Central Government's first class employees, the SCs account for
6.7% and the STs for 1.41% c:only?:L Even here, governmental reports
themselves show that the berffits are reaching mostly to the rela-
tively better off persons living in Urban area\s’.?2 Majority of the
poar SCs and STs who live in the viliagee vVery rarely can avail

the reservations facilities, InTlact lack of linkages to draw the
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poor SCs and Sis in the villages into the mainstream is leading

to monopolisation. . of most of the benefits by the urban dwellers.
Whereas infant mortality rate is much ubove the national average
among the SC/ST literacy rates and school enrollment rates among
the SC/ST in the villages are much below the urban average§3 it
is also accepted by the governmental reports that normally

reserved seats for the SCs an¢ 3Ts aréi%illediup in the local
panchayats. £ven where they are el=cced, very rearly they assert
their own interests. Evenif 'wntoucharility 1s legally abolished,
it is still praccicedkHOSt of the unduerdeveloped villages. Atro-
cities on dalits continue unapateu. W hile yovernmnents proclaim
many socidl policies for tribal welfare, other economic =nd poli-
tical policies of the yoveinments are actually deprivingy the tribal
people of what little they have. DbLenial of traditioneal usufrue
ctiary rights of tne tribals over lanu, encroachment of non-tribals
and displacement caused by .ambitious Aevelopmental piojects are
leading to further impoverishment of tripbal people. To sumpp’

though governmental policies could benefit a section of the people,

majority of them still live in a wretched condition,

FISCAL CRISkES OF THE STATE:-

To an extent, state incerventi.n can be immediate solution to

certain itching problems in the capitalist society. Though it
may give temporary relief, in the long run, state intervention
itself becomes the tause of many other contradictions. Higher

forms of contradictions th¢ contemporary Late iny advanced
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capitalist society has given kirth to, had been L.e subject
matter of many academic works of Marxist versuasion in the west.
Rich literature34 that has come out on these issues may not have
much relevance to understanding of tue crises of the . .:

Third World State. Yet, one can indeed make use of the broad

methodlogical framework that thesc¢ scholars could develop

to explain the failure of welfdre stacte in India,.

Our analysis of welfare role of the Indian State shows that state
internvention has not succecded in satisfying, at least partially,
the basic problems of the down troddene. A COuntry where more
than orne thirds of the people are bulow the poverty line, two-
thirds of the people remain illit=srate, millions of people are
victims of unemployment and lakhs of children are forced to work
for their survival, needs to go a long way to become a welfare
state = as in the advanced capitalist countries. In the conclu-
d ing part of this chapter, an attempt may be made to account for
factors obstructing Indian sta%e to become a successful welfare

state.

From our previous analysis of some of the wWelfare programmes, it
c-an be understood that Imadequacy of funds is one of the main
factors responsible for their failures. Prof. Dandekar thinks
that Rss 98,600 millions are to be spent every year to briug all
the poor people above the poverty line. 40 It amounts to nearly
one third of the annual budgets =~ a sum which the present govern-
ments cannot afford to invest. On the other hand there are people
who consideﬁ that if the stzte could sucCessfully implement radical

reformg, restrict the gruwth of monolists, nationalises profitable
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Sectors in industry and trade and avoids wastages and checks

corruptive practices, then the state can have adeguate resour=-
ces to take up many welfare measures which w ould subsequently
improve the living cunditions of the downwoddenc® If at all
the state can takeTup all these measures, the state snould be

encouraged to/do so, But what appears to Le an easy solution at

the very outset is infact beset with many structural difficulties.

Une major structural constraint is the sorry state of lndia's
economy. India itself being a wea< capitalist state, it cannot
afrord to enjoy the luxuries of advenced Capitalist countriies.
Having opted for .c apitualist patn of development at a time waen
capitalisw as @ worla systum had wlready lost its progressive

char acter, one cannot expect Llnalia to overcome truncated und stunted
capit alist development. Being an underdeveloped country, steps
which are found benefictal for the wWest, prove to pe counter—
productive in Indian conaitions. Hence land reforms and mechani-
sation of agriculture could not be taken to higher levels in India.
Uninterrupted industrialisation could not be initiated due to lack
of sufficient markets. While internal marke. vsas limited due to
low level of purchasing power among theé peopl . securing necessary
foreign ma.rketﬁﬁs also becoming difficult owii . o0 high competition
in the world arena. This market crisis wuich i . <ctually leading
to closure of many industries-biyg and small-furtne: intensifies
unempl oyment problem%', such a crises ridden ca..t. .lism cannot

afford to takeup any extra burden to improve the . =2 of the people.
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Evenif popular pressure is builtfuaﬁn the state to accede w same
of the popular demands, wsted interestes that the economic deve-
lopment has given birthto,would never allow their interests to
be hurt. It may be true that nati.nalisation of profitable sectors
in economy may be advantageous tu the people. &Evenif such a step
is economically viavle also, politically they become impracticable.
Ihe bourgeosie allow stete capitalist enterprises ouly in certaln
crucial sectors which involv¥@long gestation periods., The bourgeol-
sie itself may insist on nati.nalisation of sick units. 5But.
once the private capilitalists secure enough wealth in profitable
sectors and become cunfident of their strength, tney attempt to
enter even those areas whicn were previously considered to pbe the
exclusive domain of the public sector. It was what Bowmbay Plan orce
asked for and it is precisely what is nappening today. By citing
failure of the public secteor, the monopolists have begun waking
systematic campaigns for privitisation of public sector units. In
such an adverse atmosphere it would be tou much to expect the state
to nationalise the profitable c onsumer sector, presently under the

control of the private capitalists.

Infact, the capitalists and big landowners thnrough their powerful
lobbies succeded in squeelzing ti. usands of crores of rupees as

subsidies. Exgpenditure of the Cert. 3l government on subsidies

increase from is.26 crores in 1950-.. -0 %.3200 crores in 1984-85
and the State Governmentsubsidies d.. . g the same period increased
from is.15 crores to is.1800 crore3318 . .al subsidies as a proportion

of government expenditure increased i au 2,08 in 13971 to 8.59 in
1988-89?9 Subsidies in food and ferti lifers alone account for more

than 60% of the total subsidies. Expov'l' promotion also secures
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consider able subsidies. 1In addition, central government

gives subsidies on interest payments to new industrial units

in backward areas and also to film industry. Though subsidies

on food, education, Cooperatives and consumers may reach poorer
sections, the major beneficiarieéigominant sections only. For
the sake of rich peasants, the ¢overnment assures high support
prices for farm goods, maintain low prices of fertilisers,
irrigation, water power, uiesel and so on. S imilarly the
government supplies underpriced materials produced in the

public sector and provide substantial supsidies to ex;ort sector,.
In addition the governments provide subsidised credit to indus-
tdalists and big landowners through public lending institutions,
If all these subsidies given to the rich are curtiailed, consid-
erable resources could be mobilised¢ for productive anu welfare
activities. But the vested interests would never allow any cut
in subsidies though it is proved tz=yond doubt that the subsidies
given to them could not lead to capl* 1 accumulation

and technical development, as it was supposed.41

Interest payments and defence expenditure impose &:1.tional

" fiscal burden on econ . Interests payments by ‘ .. government
now accounts for 19. .. the total expenditure of .  government.
Between 1983 and 199, interest pay.anents started iucr=asing at the
rate of 23.5% per annum, Infact total inte! .1 ana external
borrowings wer: expected to be &, 1,58,795, Ccrores. Total interest

paymen:, in 1988=89 was around 17,000 crore o= Along with interest

Y

burden (.owing defence expenditure is also ielicing the funds
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available for developmental activities. Though the government
claims that only 17% of the Central budget is aevotea Lo defence,
if one adds the investments on defence public sector undertakings,
defence research under tuken in Atomic and Space research centres
and expenditure on pensions and wages of certain sections of
the defence personnel, actual expenditure on defence crosses one-
fourths of the annual budgets. That change of government will
not bring about any change in defence «llocation is proved from
the fact that the New Necional front Govt., allocatea Rs,15,750
crores for Defence Services.43 Since militarisation nas become a
necessity to give an artificial stimulation to the sagging capita-
list economy, no government con reduce defence budget evenlif there
exists no threat to unity and inteyjrity of the natiﬂ'ﬁ.“' Natur g
lly proportion of non-plan expenuiture in the totul Ludgyet increases,

thus reducing the funds for welfare and developmentul activities.

Inability of the state to cater to the essential nueus of the

society within the available resourcves force, gov . .uuents to
try other means to procure the resourccs. iv easiest option
opened for them is to increase the tax burden indian government

already experimented Wiln all kinds of téxes .t could think of ==
income tax, wealt' t.x, expenditure tax, est;.ate, 1ties, stamp
duties, motor vehi.le taxation, customs and exc .. duties and S0 on.
As & result ta. revenues as percentage of the sUP incieased irom
6.8% .u 1951 to 11.4% in 1987-88, sSince four decades of planned
c~unor.c development benerited capitclist: & u land owners it is

not uifficult to secure some more revenue ..om these sections.
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However, in the recent years these classes have become powerful
enough to pressurise the yovernment not to impose direct taxes
on them. The result it that the direct taxes which used to
account for nearly 40% of the total tax revenues aeclined to
mere 15% in the recent plans. Share of personal i.come tax
declined from 21% in 1950-51 to around 5% in 1986-87%° .5 a
result almost 80% of the tax revenues are now securea from
indirect tuxes. There 1s neal unanimity wwong -.conomists
that despite all tulks Of progressivity, incidence 0f vurden

i i ; ; L 46
Of indirect tuxes is moie on the poor anw not on the rich.

Inspite of such heavy teaxation, Incian state still finas it
difricult to £ill the budyetary deticits. Intensity of the
crisis of buageting can be understood froin the fact that

in contrast to the expected R, 7334 crores deficits in 1989-90,
by the end of 1989 itself budyetory ceficit re... a k. 11800
croles. Asapercentage of the gross domestic pJ.uClUCt the over«all
deficit increased from 5.18% in 1960-61 to 9.,45% i. . 1;19--89.4'7
While the projected deficit in the 7th plan period w33 5. 14000
crores, in reality it was more than double- In such a8 situation,
the other alternatives left to th. :tste are to incu dewuts

or to resort to deficit finuancing. Jespite the adversg: efifects,
they have on economy as & moleﬁnd-an state is expefimenting
both the alternatives. In 1988-f 5, the total intern. . .nd ex=

ternal borrowings were expecte« to be around 8. 1,58,7235 crores.

Interest payments now account for nearly 19% of the total
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expenditure of the government. Between 1981 and 1988,
interest payment grew at the rate of 23.,5% per annum.48
As the external debt stalced mounting, debt service charges
also increased considerably. I1f the state has to avoid the
debt trap, then the only alternative left is to depend more
and more on deficit financing. Infact in the eighties,
money supply increased at the rate of 16 to 17% per annum,
allowing the walue of Indian currency to fall turtici, Infla-
tion which i1s in one sense the counseyuence of deficit finan=-
cing adversely affect the labouring masses in the unorjunised
sector. As the prices of all essential comnudities = in-
creasing at rapid rate, even the employecs in the ore 1sed
sector, who are partially compensated in the form ol deuness
allowance, find it difficult to sustain their livii., stundards,
In such a situation, the stdte is compzlleu to resort to deficit
financing ayainst all fiscal norms 1in order to nmeet thie growin,

demands of the capitalist systeun. While these weg.uiues may

tempor arily solve the immidzace provlem, ultime .y uicy only
lead 10 intensification 0f crises in futurc. AS Zne wiises
deepen, , the stite £¢ 4 it d ifficult to [ 122 gy 0E the

developemental ir.je’ .s. It is but natural th.t the stule considers
investment ¢ we'.wre policies as unproducfivc. as a Iesult

8o new \ :lfarc programmes can be initiated .y the state ' thout
taxi:j the same people whom it claims te biunefit. Ine entire
buisden of all populistic measures that the parties in power in-

troduce for gaitning legitimacy falls on the shoulders of the

masses.



The result is obvious. The Indian masses continue to be
affected by the problems of poverty, unemployment, infl o=

tion, illiteracy and exploitation. Inability of the state

to resolve the basic problems then gets reflected in the
political arena. Since the state itself raised the expecta-
tions of the people, now its failure to satisfy basic aemands
of the people poses a serious threat to the legitimacy of the
state. Had there been strong leftist parties in Inaia, mass
discontentment could have been channelised to give birth to

a real alternative social system. But in India politicdl
parties and factions claiming themselves to be communists or
socialists have not been able to organise the majority of the
oppressed and exploited strata of the society. while tu. pea-
sants agygricultural labourers and woriers in the unor ganised
seCtors remain alimost untouched, organisational rivalries and
depar tmentalism have weakened many unions in the orq .:ised sector.
As mosgt 0of the leftlist mass orgyanisations alsie wcanz: victims
to economism, the workers are also not findi'yg any basic differ-
ence between the leftist and rightist organ: clons. Infected
b'y factionalism, ecor...i.., the workers are g 30 not finding
any basic diff.-.; <2nce oetween the parliamen' .1y oppor tunism

or politdica! adv.rturism, the leftist movei¢ .t in India did not
succeder .n attracting the imagination o! “ue ﬁeople as their
oniy genuine alternative. As a result, tl ewass discontentment

.....

and separatist movements. Such vulgar forms are but natural
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in a system where the people are Ignorant of the real cause
of their sufferings. Other than creating certain probiems for
t he state, these movements fail tu touch the very ex.stence of
the system. Hence the ruling Clésses themselves indirectly
encour age such perverted movements which diviae the unity of the
toiling masses. what is worse, in the name of putting down
these protests, the state arms itself witn more and more powers,
nlready the Indian state strengthened its oppressive oryans by

creating and enlarging the internul security systen. In gudition

to military and state police, Indian State makes use of the Central

xeserve Police (CRP), Boraer 3ecurity rorce (8SF),Central Industrial
Security Force (CISF) anc Home guavds to put down any rind of
internal turmoils. To leyitimise its repressive powels the state
promulgated black acts sucn as National Security ¢t (HSa), Main-
tuinance of Internal S’'ecurity Act (MISA), Terrorists and misruptive
areas :-ct and 59th amnendmentment of the Indian constitution etc.,
To restrict even thne liberal freedoms thaet the Indian constitution
assures, Rajiv Ganchi's regime tried to introuduce belemation bill,
Postal bill, Hospitaul and other institutions bills, I.. strial
Disputes. Act (amendment) bill and amendment to Repres ..ations

of people Act. Wwhile the State always argues that sucl. _owers are
necessary to deal with terrorists and anti-nationals i.. uctual
practice they are also used against the workers, peasaz.is, tribals,
teachers and other labouring masses. In the recent yeals the

communication net-work that the country could build is utilised

not only to give wide publicity to the welfare policies they initiate



but also cﬁ justiz:y all the repressive policies of the
state in the garb of maintaining thes unity and integrity
of the nation. In the dJdbsence of socialist consciousness
among the masses, Indian state is not rfinuing it aifficult

to handle the existian:untr atii::tinns within the limits set

by the capitalist system.
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Dharrt.Electronics Limited

Bharat Earth lMovers Limited

Bharat Heevy Electrical! Limited

Council for hutual Economic Assistence
Communist Party of China

Comm nist Farty of India

Communist Farty f Indis ( Merxist)
Communist Farty ~f India ( 'arxist Leninist)
Comrunist Terty of Soviet Unicn

Export Credit end "uarantee Corporetion
Eccnomic Commissicon for Latin Auorica
Eiropean Econom.c Cemmuinigy

Enginears lndiz Limited

Engineering Projiect (Indias) Limited

Economic &#nd Sociel Commissicn - Asie and the
Pacifxc

Export - lmport Bank

Feroeign Exch o Regulation Act

Federation Indian Chambers of ' umerce and
Industyy

Goa Shipy =~ Limited

Garden R . ¢n Shipbuilders & Engir 5

Hindus . .r Aeuronautics Limited

Hindus er. Machine Tecls

Indust 1 Credit & Investment C cretion of
India
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iDBI ¢ Industrial Develcpment Benk of lndia
1F1C ¢ lndustrial Fincnce Corperation of lndia
1RCON ¢ 1lndian Road Construction Corpcretion Li iioxd
ITEC ¢+ Indian Technical & Zconomic Cocperction
LiC t Life Insurance Corporation
IMECON ¢ Metallurgical & Engineering Consultants Limited
MRTPA * Moncpolies and Restrictive Trade Practices Act
NAK! ¢ Nonaligned Movement
NIDC ¢ National Industrial Dewelopment Corporction
NIEO ¢ New Internationeal Eccnemic order
DAU ¢ Organisction of African Unity
0-EC ¢ Organisstion of Fetioleum Exporting Couniries
RB1 ¢ PReserve Bank of Indiz
RITES : Reail India fechnical and Cconcinic Services Ltde, e
SBl : State Bank of lnuis
UDCs : Underdevelopred Ccuntries
UNCTAD : United National Convention fo. -ade end

Devea! ~nment
WbPéOS : We'o: and Power Consultancy Ser . as
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