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In the recent years many V'ee tern Marxist intellect*, al3 made

sih'cere attempts to comprehend the dynamics o*" stijte in the

advanced capitalist societies• Ccmpared to the c< ntributicns

of those western scholars, the Marxists of the Third Vbrld have

not done nuch to explain the complex r d e that the state has

been playing in the developing nations* It is true that volu —

minous literature has come out on problems of devel pment and

modernisation in the Third World and that there ere passing

references to the role cf state in many rf these vwrks* These

readings however, are net adequate to grasp the multiple dinon -

sions cf state in the developing societies* Survey rf literature

of the traditional communist parties and certain academic

works of Marxist persuasion in Inn in show that literature rn the

issue rf tha nature cf Indian state is n< t an exception t< the

trend* Vhereas m?n*( rity of them r^uced tho sti dy .-r state tr

the question of mode of prrducti/ n or t<- the cultural milieti,

a few ethers, in name of relative autonomy ignr red the dialectical

relationship that the state has vis-a-vis the economic base

and sccial classes* As a result, .Indian Marxists cruld nrt

Come tc any censansus on the question cf the class character

of the post^crionial state in India* The CPI sees India as

an independent national bourgeois state* Th«» CP1(M) hewever,

defines it CF. a landlord » bourgeois state heeded by the big

bourgeoisie* Most cf the factions of CPI (ML) s t i l l consider



-Vi . -

that even now India continues to be a semi-feudal and

colonial state- on the other extreme, one can see academic inns

like Hamza Alavi, K.N.Raj and Anupam Sen who argue that Indian

state is autonomous of all economically dominant classes in the

Indian society*

Why do parties and perse-ns claiming thorns elves marxists

come out with such varying interpretations cf Indian state ?

Though complexities in Indian social formrti* n are usually

cited as one of the important factors, i t rp^oa»s to us that

the differences Jn rnethodoloqical approaches rf these parties

and persons are more resp<nsible for lack of unanimity en the

question of nature of Indian state* I nless ( ne is clear as to

whet the Marxist-Leninist melhr dology means, it is impossible to

evaluate the competing versions* At t ie outset i t should be

said thst approaches sucbr>$ instrumental ism, economism and for

that matter, tven the socalled autonomous study of •political1

are alien to Marxism* Dialecticrl materialist appr< ach, the

heart end scul of Marxism-Leninism demands study of each pheno-

menon in itself, in its interrelationship, in i ts origins,

development and transformation* Hence while crit ically evaluating

the existing Marxist interpretations of Indian state, one should

aim at developing a comprehensive theory of Indian state • it*

elass character, form, functions and dynamics*
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Among other aspects, such a study Ghould be able to reflect

on the following issues concerning Indian state end society J

1» Nature cf any state basically depends on the classes which

attain state power* Hence basing oneself on the class ch?rrcter

of Indian nationalist movement, one shculd first ascertain the

interests and roles of different classos involved in the antii- -

imperialist struggle nnd V en therefrom determine t^e nature of

class or classes which attained stnce powei aftor the British rule*

2» Such a study should take m te of the objective constraints -

internal and external — within which tl«e ruling classes are

placed and then determine th©ir potentialities an J weaknesses

under the given conditions*

3* It should see whether the state setup, constitution and

other administrative and socio-ecc non.ic institutions established

after the British rule have corresponded tc the objective

necessities of the new ruling closes*

4* While being conscious of the iiLpact of social forces can

the dynamics of Indian state, one shculd examine how the state

takes advantage of various socia1 *t rces and use them to influence

the civil society*

5* Since India, is an insepr nble pirt of the international

system, it is very necesr .ry t determine the status of Indian

state in the world cf nationc and then reflect on economic

Compulsions influencing India's f« roign policy*
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6« More than those, the study should be able to answer the

following questions confronting the Marxists trying tr understand

the dynamics of Indian state J Vhat is the principal direction

of development of Indian economy ? At what stage of development

does Indian economy new find itself and howfar dees tho state

contribute t< such development ? Wiich are the classes that

actually got benefited by th© economic P' licies initiated by

the state ? Has the state strenqeboned tho f oudal system, made

national interests subserviont tc the metropolitan bourgeoisie

or initiated independent capitalist development ?

Since courses of social development can not bo scienti —

flcally predicted in the absence of r ccrrect knowledge of the

state, a comprehensive understanding of tho above mentioned

aspects become very crucial fcr the Indian Marxists* Keeping

this necessity in mind, an attempt is nwxle in the thesis to

develop a systematic theory of the dynamics cf pest-independent

Indian s t a t e - with special reference GO t ' e role of state

in economic development end its relpti nship with various classes

and social fcrcos* As examination of r<l these aspects becomes

a pro-condition for understanding the r< 1 > cf state vis-a-vis

the political and ideclcgical structures ~ Indian society, tho

study wculd mainly concentrate en state, c loses and economic

development in the post - colonial India*
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In contrast to th© interpretations ©*" the traditional

coimnunist parties end academic relative autonomists, the thesis

aims to develop a minority perspective held by a vary few

Marxist scholars like Shibdas Ghosh, Bipan Chandra, A*R*Desai,

Paresh Chatopadhyaya end Srikant Dutt* The thesis argue* th»t

India is an independent national bourgeois state now showing

the tendencies of imperialism and fascism* To prove this

hypothesis an attempt is made to show that indigenous capitalism

developed tc the stag© of monopoly and that integration of

private soctor and public sector monopolies has given birth to

state monopoly capitalism* Similarly merger and coalescence of

industrial and bank monopolies led to the development of big

financial institutions, which axe now ploying a key role in the

export cf finance capital through Indian jr int ventures abroad*

Because of this development, India which normally joins hands

with other developinr nations in their fight against imperialism

does not hesitate to exploit tho v/or« SE of rther Third World

countries whenever its own interests so d >mand* The thesis also

states that growing mil it ar is at ten has now becciae ©n economic

necessity in India end capitalist rolet.o have already

developed <&S dominant social relations in xi al India* Finally

the thesis also tries to account for the v;<>K;re role of the

Indian state as an attempt to legitimise its oun pewor and reflects

on fiscal crises that set limits to the devalopnent of Indian

state as a full fledged welfare stake*
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This major theme of t» e thesis i$ systematically developed

in the seven chapters, eech one reflecting on a particular

as pect of the autonomous role of Indian state in economic

development* In doing sot mediating role played by the classes

and influence cf these classes on the dynamics rf tue stt[te

and on direction of economy have been discussed at length*

For a brief and general understanding of the structure, essence

and significance of the thesis, content of ell the chapters

may be summarised*

The f irs t chapter, " Ststo, Clriss«5S pnd Economic Development

in the Third World "f discusses the general characterstic

features of the developing societies* Vhil© critically reviewing

different radical theories of underdevelopment, attempts have

boon mnde to understand the role that the state is playing in

all the developing nations* The chnpter tries to locate the

specificity of social formation in the Third World and stresses

the need for studying each state separr '.•••tfy with all i ts

specificities*

In the secend chapter, " A Critique < f ^Q Dominant Marxist

Interpretations of the Indian Stcte " , an PL- ? sment has b#on

made of the interpretations of the traditior•• >"! cmvnunlst parties

viz*f the CPI, the CPI(M) and the CPI(ML) r socially on questions

related to the state, dassessanu revclut- n« Contribution* of

seme of the academics subscribijig to the i or f • relativf

autonomy • aro also axaminod* IShlle 9x0- sing the logical
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inconsistencies and conceptual inadequacies in thoir theories

en attempt has boon mad© tc give our own understanding of

certain Marxist analytical categories which are crucial for

the stidy of the nature and dynamics of Indian state*

The next chapter deals with the role played by the Indian

state in initiating changes in th"> industrial pnd banking

sectors* Development of monopolies in the field of industry

and banking was recognised by many leftist scholars, as early as

the 1960fs itself* In the main, tho cemm. nists did not fail

to understand the fact that development of public sector in

India only laid the foundations of state capitalism, not

state socialism* Many se r i es academic works nnu commission

reports appeared during the sixties tc explain the consequences

of such monopoly growth* However, after the enactment of

MRTP Act and nationalisation of 14 commercial banks, the left ist

scholars seemed to have lest interest in these areas* Study

of recent developments in bank in rnd industries are ignored

or belittled in the Marxist discourse on In ia« Keeping

these points in mind, the +hu.d chapter trior, to throw some

light on recent developments in the growt' f state monopoly

capitalism in L.Jia* r j \ ilepments suchas integration of public

and private monopolies, birth of finance capital as a conse —

quence of mergina ITK? coalescence of industrial and banking

monopoly capitals an', the role of financial institutions

In exporting finenco capital through Indiri icint ventures
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abroad - ell those aspects ere hirjhlirfhtod in the chapter,
9 Development of Stete Mr~opoly Capitalism in India""*

The fourth chapter examines the r el a .ion ship between

defence and development* Ever since the Sine-Indian war of

1962, the policy maksrs continued to iustify every increase

in the defence budget on the grounds of threats to the unity

and integrity of the nat̂ Gn* In contrast t* the familiar

arguments, this chapter argues that apart from external threat

perceptions and India's own dosiro to bocome a rogic nal power*

there are coxtain economic compulsions forcing India to get

militarised* Militarisation has now bocorno an economic neces -

sity to give artificial stimu 1 r.tion to tho sagging capitalist

economy by creating additional demand in the market' The role

played by politicians, bureaucrats an 1 capitalist organisations

in laying foundation for tho development of military - indu -

strial - scientific complex, is tho sihiect matter: of the

fourth chapter i»e», M Militarisation of Indian economy " •

Status of Indian scat© vis-a-vis imperialism continues

to be a matter of cortioversy among the Mary 1st circles in India*

Whereas India's opposition to imperialism, r-cism and col on la —

lism is cited ty r^Be to prove lidependent-pioqressiv© character

of India's n< nriignrocnt. ethers show India's tempromise with

imperialism, recent liberalisation pclicio; nd increasing

volume of foreign debts to brand India as < crqprador state*
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Whom it is very easy to obtain facts justifying both versions,

i t becomes very difficult to explain how the antagonistic

view-points could go together at th*} same time* This difficulty

raises many other related questions : Wĥ t compels Indian state

tc follow non align ed policy ? What makes a state which opposes

imperialism to submit tc certain dictates cf imperialist powers ?

Why is i t that a state which considers itself a part of the

Third VJbr}.d, does net hesitate tr explc it the weakness of other

developing nations ? Efff rt3 t<re made to answer these questions

in the sixth chapter* " Political Economy of Indies Non alignment" •

The issue of pre~capitalistt rolati< ns s t i l l continues

to vex the minds of the Indian Marxists* For long, the study

of the nature of Indian state has bom reduced to wne 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 cf any ctete, we wt-uld

be introducing in our analysis o* mode of production, a discus «-

sion of the autonomous role of tht* state and emerging dynamics

of classes and other social fore s in rural India*

Finally, in the last chapter, compulsions forcing Indian

state to project itself as a welfare state are br ught to light*

While recording different social welfare prog31 r̂aes initiated

by the Indian state since 19471 their actual iiapact on industrial !
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workers, rural poor, dalits end other subordinate communities

is assessed* Contrasting Indian experience with that of the

welfare state in the advanced capitalist c< untries, the inevi-

table fiscal crisis the* sets limits to the development of

Indian state as a full fledged welfare state, and the affect

of such crisis on the state to deliver g* ods are discussed

at length in this chapter* Wliilo assessing the strength of th©

challenges posed to the state, the probable options s t i l l open

to the state to overcome the legitimacy crisis are explored*

To sum up, while highlighting the occnokiic role of the state,

the thesis throws light on tho specific relationship that the

state builtup with the capitalists, rich peasants, metropolitan

bourgeoisie and also the dominated classes "*n India suchasr

the working class, rural poor and dalits* In course of ex ami -

ning these interrelationships tho autonomous role played by the

state in the fields of Industry, banking, defence, agriculture

and also in the international sphars has be-in discussed*

At the end, i t needs to be ©omitted 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 Indian state remains incomplete unless the dynamics

of state is related to the ever changing correlation of poll -

tical and ideological forces end to their corresponding structures

In the society* That necessiates introducing in our analysis
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other elemgnts l ike categories l ike polit ical partl«fi9

educational Institutions, r o l i n l u o c< nmunitia©t l inguist ic

or<ups and nationalities* Tho woy thoeo superstruetural

aspects influence ©nd intum got influenced by the s ta te

largely cietaminos tho form, if n< t the usance, <f tbo s ta te

apparatus* Thcugh this aspect ie not altcoetl^ar ignorod.

It shculd be admlttoci that d&tailuti discussicn i f thoco dinon -

sitng of s ta te dynamics could not be done in this vr>rk* Since

a cmaprehensive stt^dy of the nature df s t e t e proeup^f soe a

measure < f underrt«»nding cf t^e dialect ical intorroctinn ijotv^o

the s tate end econoravt and state imd classes the thesis mainly

concentrates' tn these interraJaticTishlps rod highlights cmrtaln

basic tendencies v^.ich brvo n<vt boon 'womineril et length by the

ma,jority rf the Indian }Anrxists* -Ai far as V e s tnte's relatic

ship with other superstructurnl ©lomantc is Cfncomed, VM> hope

that certain raothrdrlegicel p< ints i f dorarti ro cuqcr<»ted in

the thesis tsculd bo of scune use for al l scholars

Comprehending other dimensit n© of the Indian ttote*
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anernenco cf the Third l.'brlc', now crvorinn mercy thrn half

rf the v* rid territory rnd about tvic.-thirds cf the world prpulation,

is a significant event in the pcst-v.v»r wcrlci- Behind their

appearance fs new actors in the int«rnati' nal system, there lies

a history of about 1°0 yeais of ant:"b-imperial ist str.qnles-

With the weakening of the imperialist cheins during the II V\!brld

War, these freecicm rncVemonts gaincxl uv-men turn in mor.t of the

colcnic?s and semi-colonios* The birth of socialist block rs a

powerful enti-inperialist fc-rce end the grcv/inrj st.i onnth of the

patriotic f t rcos in colrnies rnd semi-col cnios mr:-? it difficult

for the imperialists tc sticl r.n tc thoir policy r.f ccJc ni?3 ism.

Taking advantage of the v/eaknens of the imprjriclist fv rces, many

countries in Asia and Africa actj.inod pclitical independence*

Alonq with them, a few ether countries like lrnn, Maldieves,

«fld some of the Arab States which wer-s never colonies cf any

imperialist powers also identified their interests with the

developing societies*

Eversince the Third World countries mrdo their presence fe l t

in the international politics, their dynamics began tc attract

the attention of the intellectual wrld* In the ini t ial years,

the intellectuals concentrated mainly on the problems of

development and modernisation in the Third VJbrld* However after

the mid-sixties, many scholars have started coming forward to

Understand t h e nature of s t a t e in the? UDCs. Apart from .--.,..„...,



liberal thinkers there are nrny Marxist end ether radical

schcols which attempted to therriso the dynamics of the

underdeveloped countries* But the s< cirl f<rmrwion

in the Third Ubrld is so specific thpt it has become

difficult to arrive at cc-nssnsus about the cherrct-»r of the

stete in these developing nations- Since e~ch nrcim in

the developing world exhibits somrny specific features, a

comprehensive knowledge of the nntui e of the str te in the

Third VJbrld requires ccncret» rnalyses of tho dynamics of class

struggles, structure of civil societies and sterjor. of

development of economy in oach p rticu.l.<'r c--»-nt:ry» Such a

dialectical study is not possible unlosc a ther-rotic'l

discourse is built by perfecting the existing Mnrxist

analytical categories- Keeping this noce^-sity in mind,

an attempt is made in this chtpter to evaluate di-rferent

Marxist and other radical schools of thought, especially on

questions relating to the strte, classes and economic

development in the Third World- Since such evaluation

presupposes a fair knowledge cf the Third VJbrld, one may f irs t

try to grasp the specificities c.f the social f ormatic ns

in the developing societies-

Hilt i-structural^ Societies

All the underdeveloped countries (UDCs) are multi-structural
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and multi-stratified societies exhibiting c< nsiderable varia -

tions in the levels of economic development* Many countries

including these with the highest population are among the lew

income countries with highest percentage of people living below

the poverty line* According to an estimate, 75 X of people in

Bangladesh, 51 % in Indonesia and C-4 % in Pakistan live in

poverty* On the other side one can see sem© of the oil rich

countries like Saudi Arabia, United Arab Imirntes and Kuwait

whose percapital income is equal to or sometimes more than

many of the western capitrlist countries* In addition there

are newly industrialising countries 1 ii.e Singapore . nd South

Korea whose per capita incomes romain around S-* ?,°' 0.

Despite these variations in the levels of economic develop -

ment, in almost all countries capitalist and pre-carxtalist

structures exist side by side for a 1< ng time* ' nlike 'pure'

economic formations of the advanced capitalist societies, the

developing nations are characterised by the existence of

different modes of production* Even ' i th in the Third VJbrld,

the nature of multi-structural econony differs frcm one country

to another* The multi-structural sccxo-economic systems of

Saudi Arabia and Bhutan can not be reduced to those of India

and Sri Lanka* Yet it shculd be admitted that in all countries

social forces having their roots in precapitalist social

formations dominat the internal politics* Mention may be made

here of caster, in India, tribes in Africa ~ind religions •
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in countries like Iran, Bhutan, Mepal nnd Pakistan. The roles that

those structures and their corresponding social forces play

are so dominant in certain countries that they ovon cvershado1*/

the it le of the classes and class struggles* Even m those

countries where they play subordinate roles, they succeed in

giving specific orientation to the class politics of these states-

Sporif icity of Classes in tho 13DCs t

As far as the question of the nature of classes JS concerned,

the developing societies show certain distinct ^ertures which

can not be se>n in the West* Though in certain countries of

Africa classes are s t i l l in formativo staqos, < no ĉ n sei well

developed clrssess in many of the nations of Asia and Latin

America* But correlation of social forces ir. net al ike in all

these countries* In certain ccmtries suchas India, Pakistan, •

Malaysia,and Singapore capitalist growth reachod tbo stage of

monopoly- Taking advantage of the 4»cate control over production

sector, in lamy African states e class of bureaucratic bourgeoisie

developed* In Pakistan, Jordan, IV- ceo and in many countries

of Latin America land lords whe rti.il inherit hundreds of acres

of land reign as influential classes* But in countries where

comrounal ownerrh^, Jominetos, say as in Tropical Africa end

Oceania, there class of land lords is completely absent* Nuroe —

rically dominant classes* In the; developing societies seem

to be the peasantry and the petty bourn* isie* Peasants constitute

60 % to 80J? of the population of certain countries* Petty •»

bourgeoisie including the profossirnal and urban middle class



and semi-prr letarian s tret a constitutes sometimes nboi.t 6f» % of

the population* As fax as tho working class is concerned, ono

can notice uneven development- In ccuntries like India, South

Korea and Bgypt the working class is numerically 0 well developed

class* But in countries like Kanya and Fi j i the vncrkexs are

yet to emerge as a class* In countries like Swaziland, Tonga
2

and Western Sahara tho working class is almost absent*

of FfrjT ing Cl a

What constitutes the ruling class <• f such countries ?

This is again a controversial question* As is mentioned earlier,

most of the scholars tend to generalise the issue by basing

on the experlencess of one or a lew' countries* During

Mao's regime, the official circles in China used to argue

that the ruling class in the Third World countries is con?>osed
3

of feudal lords and comprador br urr_;eoisie* Haraza Alavi who

based his arguments on his study of Pakistan, Bangladesh and

Indonesia concluded that in the postcolonial societies the

ruling class is constituted by " thro ropertied classes*

namely the metropolitan bourgeoisie, t;... indigenous bourgeoisie

and the landed classes'** Followers of A*G*Frank would argue

that the underdeveloped countries aie led by the lumpen txugeoisie*

on the other extreme, we have Michael Kalecki who says that

most of the liberated countries have intermediate regimes where

the petty-bourgeoisie and the r,ic!« peasantry form the ruling
IS,

coalition* However, such a vo/io q on oral is at ions seem to go

against the dialectical methoi which demands study of the



particularities of each phenomenon bofore giving a general

theory of it« Since classes rnd social forces w' let attained

power after independence differed f re m one country to arvrfher,

i t is not app.ToP-T'ate to say chr- the class character of all

countries in the Third Vbrld exhibit uniformity Due to

differonces in correlation of class forces that lod to the

anti*-imperialist struggles, the class character of the state

also differ from one to a icthor* Infect th© questions related

to the nature of liberation struggles ?-nd '.!-o classes ex gitxjps

v.tiich attained state pewer PTQ S< C< mp.lox tli.-L ovon those

v̂ ic clsirn themselVos Marxists find it difficult to identify

the nature cf de min ant classes in mc-t <f the c< untrios of

the Third World* For example, ro^orring tc Arica v/hore

indigenous bourgeois class is weak, Markovitz, Joel Samhoff and

J*S.Saul argued that the bureaucratic b< <. rgeoisie or 'th©

organisation al bourgeoisie* became the ruling class* But

the communist activists like Brl>; consider that all th»

African s ta td re dominated by :.ho petty bourgeoisie or proto •»

.^ act as lackey of foreign imperialism* In

India al , , evenafter forty years of independence the communists

find it difficult to arrive at consensus .->U\it the class
8

character of the state* Such kinds of conflicting character i-

sations are unknown in the advanced western societies*
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th© classes vhich attained stat© pc wer after independence

differ from one country to another, one can se? different

kinds of states viz*, national bourgeois states, bourgeois if led

feudal states, bureaucratic or comprador states and also

countries whore state power.is H intly shared by the capitalists

and Lhe land-lords*

Now one may hav© a 1< ok at the specificities of the

nature of government and political regimes in the Third World*

The Third Wbrld is a laboratory which is exporinionting different

forms of govarnment and testing «.\11 kinds of political reqimes*

At the beginning, most of those colonies tried t< experiment

with parliamentary forms of government implanted on their soil

by their colonial masters* But due to lack of essential

conditions necessary for successful exper imont at if ;n with

bourgeois parliamentary suporcrt^i'cture the limitations of

the exreximont came to light withi a short span cf time*

Contradictions betv/e»n political superstructure and the actual

dynamics cf internal socio-economic structure led to modifi-

cation of the role of parliaments in th Third World* Most

of the countries opted for military bureaucratic rule whor©

parliaments became subordinrte to t ' e ^xecuti*re» In som©

other countries authoritarianism devo oi rsd v/ithin th© context

of parliamentary forms of government* i-.\ ccAjntries lik© India

legislatures became political power j^ncros to reconcil© the
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conflicting interests cf different classes, castes, tribes,

regions and religious communities' In some ether c< untries

liJke Bhutan, Nepal and many Arab countries the parliaments

remained as only consultative organisations without any

real powers*

Certain amount of democratic freedoms are guaranteed An

countries where the national bourgeoisie dominates other

classes* But in most of the countries with monarchial,

theocratic and bureaucratic forms of government, the rights

of the people r.re restricted* Stcitur, of political parties

may be taken ns m instance* In countries like SaudiUArabia

and Bhutan even the ruling clnssos do not have parties of

their cvvn* The political pat ios fue oonorBlly banned in

countries where military takes over governmental powers*

In certain countries communist parties are net generally

allowed to to function legally In many of the African

ee untries like Tanzania, Mozanlnque and Zaire there exists

only one official party* But certain cr untries like Sri Lanka

and India have multt-party system However, i t should bo

made clear thrt th© nature and c< ntant of the single party

system or multiparty system in the Third V'orld are quail «•

tatively; disferent from those of th© West-

Another feature of the Third World is the transitory

nature of its regimes* Generally no government or political

regime remains stable for § lmrior period* Among the UDCs
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there will be a vary few stat«s which did not experience any

form of authoritarian government from the beginning- Such

changing nature of the political regimes can be attributed to

the changing correlation of class ©nd c thor social forces

within the Third World* International economic crises, external

intervention, attitudes of the lccal elites and the dynamics

of military officials, religious le^iors and tribal chiefs —

all these factors play important rclos in giving particular

colour to the government and the political Toqim&z* If neces —

sary, responding to the objective necessity to overcome the

immediate problems, these politicrl rorjimes rrmbllise ore

section of people against othej-s* In t»••>*» c< ntoxt of Latin

Amorice the Tcl&t that diffoient regimes - populist, demo —

cratic, military and revolutit nary regimes-cr uld play in

recponse to the necessity rf managing different crises? the

class or social f, rces that they cculd rally and the overall

success and fa i lure of all these regii>i&> wore violl accounted in

Gary* W» VS/ynir ' . oc-okf Tho Pc{] itics of ^ T n̂

Aitonnmy ni v ift StatA in t^a Th

Wast aver be the forms of g -jminent or political regime,

the states in all underdeveloped countries enjoy certain

amount of autonomy vls~a»vis the dominant classes and their

economic base* Levkovsky argues that this relative autonomy

is * objectively caused by the vny socio-economic and class

political structure of the transitional societies"*
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Though all states enjcy some amcunt of autonomy, the forms of

independence differ from one country to another* As L©vkovsky

puts i t , • This increase^ relative autonomy of the state

superstructure at various stages cf revolution and undor th©

impact cf dissimilar objective rnd subjective factors, is
12realisod 11) different f ormsH • In another sense, intollectuals

f>
like Homza Alav^Lsee.it as the ci nscxiuonco of t.ie weakness tf

the dominant classes within the post-colonial societies* To

quote Alavi, " the state in the post—colonial society is not

the instrument of a single class* It Is rolativoly nutonomous

and it mediates between the competing intorosts of the three

propertied classes namely tho metropolitan bourgeoisie, the

indigenous bouxxjooisie and the landed classos> vhil© at th©

snme tirre acting on behalf cf t! <3rn ell to preserve the social

order in which their interests axe embedded, namely th© insti -

tution of private property and the capitalist nvdo as th©

dominant mode of prcductic n'1 • ' IT th • c^ses of certain Asian

and African states sudden disappearcnro of colonial masters

left a vaccum which could not be fill*J by th© indigenous classes*

Since none of th© indigenous classes -chieved the status or

strength to be able to use the sto^© power to i ts own ed¥an -

t©xje, the militfcrjMxiroaucratic ?, paritus ©quires relative

independence* The scope of sue! autonomy is however restricted

in countries like India where the bourgeoisie is fairly deve-

loped even before Independent and i t was and is conscious
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of its economic and political interests* But even in such

Countries the key role that the state plays in ecc nomy gives

enough strength to the state to withstand any kind cf pressure

from the .jnonopolist groups* Almost in all developing countries

the state imposes many rules and restrictions 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 facilitates conditions for

the transformation of individual land lords into the rich , ;

peasantry* If the conditions demand, to legitimise its own

authority and to give credibility to the v/hcle system, the

state in the developing societies use nationalist ideology,

religious dogmas or even pseudo-socialist slonans*

COMPULSIONS OF ECONOMIC D EV ELO PMI-:. i : IMPERIALISM & Tl'IRD VliORLD

Political instability in the Third World is , in one sense,

the result of contradictions c.wated by the low level of economic

development* Except OPEC nr^cns and the Western showpieces

like Singapore, Scuth Kor.d and Hongkong, all other countries

are backward - with lov^ i pei capita incomes in the world*

The economic crises in turn aggravates the already existing

political and cultural problems thereby posing danger to the

stability and integrity of those ^ ' nations* The pressure
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on states tc play ideological and repressive roles will be

relieved only when these countries can acheive economic self —

sufficiency* Awareness of this fact forces the states in the

developing societies to play a complex role in economy*

With the achievement of political independence, one iropor -

tant phase of the history of imperialism came to an end- Pcli -

tical independence could keep the alien powers r.vay from direct

control of the affairs cf the state and allow the newly liberated

nrtic ns to decide their future* However, while settingup priori -

ties conducive for their economic progress, no native rulers

can overlook the power of the imperialism that indirectly

continues to influence the 3ccno»ny and politics cf the p o s t -

colonial societies* Domination of foreign capital and unequal

status that the Third VJbrld occupies in the world capitalist

system force the UDCs tc depend on the West* It only shows

that political independence is not a sufficient condition fbr

total liberation* Unless full economic independence is achieved

political separation from the colonial powers becomes meaning -

less* At the same tino it should be remembered that economic

independence can net be achieved without prior political inde -

pendence* As such achieving and maintaining political inde -

pendence is a pre- condition for the attainment cf economic

self-reliajnce in these newly emergent nation states*
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cnce it is concluded that aimert all the countries in the

Third World are formally independent, then a discuss ion of

efforts that these countries made in developing their economy

becomes logical* In developing countries, the weakness of the

indigenous ruling classes and the necessity of r«sp6nding to

the aspirations cf the people for a decent living compels tl.e

states to take active roles in economic development* The tasks

ahead of these countries are many The monopc li es perpetrated

by the imperialists for their colonial explcitati<n should be

overcome gradually* The pre-capitalist socio—ec< ni:mic strictures

that stand in the way of development need to be eliminated* Tho

et untries shculd develop the forces of production and achieve

technological independence* They should limit the role of

foreign capital in the native economy and carry on radical

reforms in the agrarian structure of these countries* The

whole economy must be systematically planned and utmost care

should be taken to see that the plans are implemented properly

by keeping in check the vested interests trying to ^reserve

the status-quo* In addition to supervision and regulation of

economic activities, the state should intervene in the priority

areas to setup basic industries wherever necessary* If all

these tasks are carried out to their logical ends, one can

expect true economic independence*

In practice fulfilment of these tasks is net se/easy Tc

an extent, success depends en internal structural constraints

and the attitude of the imperialists who s t i l l exercise

considerable influence ove& the native economies* As far as
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the role of state is concerned, it has to be s< id that almost

in all developing societies the states made attempts to develop

their economies* Infact in mot of these countries the state

became a leading actor in economy The state took ever the

responsibility of establishing and managing the priority sectors*

The share of state sector in the national econom, increased

gradually in all countries* For example, in Alaeria, Mozambique,

Angola rnd People's Democratic Republic cf Yemen (FDFY) the

state sector accounts fcr 7 to 9° percent of industrial output*

In Tanzania 75 % of the min in ing and Manufacturing industries

and 75 % of the country's foreign and d< mestic trade are taken —

14over by the state* In Sri Lanka and Bangladesh the state

sector crntrols ab*, ut 40 to 70 perc'ont of the assets of the

industries respectively* M̂ tU of the capital inv^str.ient in

the developing countries is done by the state* In Syria, Burma

Guinea its share is about 75 to 90 per cent* Even in Latin

American ccuntries like Brr.zil, Chile, Columbia, Peru, Mexico

and Venezula, the public sector contributes more than 51"' %

of the annual capital formati< n* In 1975, 56 out cf 100

15largest Brazillian enterprises are state rwned* In all these

countr. es state took the responsibility of planning and

supervising all major sectors of economy- Many laws are enacted

to regulate the private sector* In India the ĝ  veminent enacted

number of acts such as Comapanies Act, Foreign Exchange Regu -

lation Act, Monopolies and Restrictive Trade Practices Act*

to regulate the activities of the private capitalists*
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The developing societies tried to overcome the adveise '

impact of foreign imperialism! Laws were enacted to regul&e

the role of foreign capital* Attempts were made to ta'lke pos -

session of the natural resources of their country* Many foreign

firms were also nationalised* At the internatir nal level all

the developing countries came together through forums suchas

Uf\)CTAD and GATT to pressurise the West for a just and mutually

beneficial international economic <• rder* Sincere efforts are

made t<. change the existing i noqual and one sided tr.xie practices

and secured some cone ess i. ns f re in the Wost* Similarly pressure

was built around the developed c< ur trier, to democratise the

existing financial orgnnisations suchas the World Bank (IBRD)

and International Monetary Fund (llf ) nnd Lo divert more funds
17

for the economic development of the Third World* /-V̂ rec vor t

to overcome their dependence on trie me tn.pol is, the UDCs began

to ini t ia te South-South ceopo ation by forming rogix nal organi -

sations l ike ^rganisfaion of Arrican Unity (o/lj), organisation

of Petroleum Exporting Countries (rT'EC)f Latin American Econo>mic

System (LAES) , South Asian Assosiaticn fcr Regional Cooperation

(SAARC) and Assosiation of Se uth East Asian Natirns (ASEAN).

By following nonaligned policy many of th<--» Thiiti World states

tcok financial and technical assistance from both capital is t

and socialist block-., v/ithu ut subcrdinattng their national

interests to any super power- That the UDCs maintain their

polit ical independence is evident fre m tho fact that almost

al l of them voted against the Western pc wers in the UNO, espe -

cially on questions of concerning neo-cclonialism, militarism

and racism-
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But howfar such attempts v̂ &ve be?n successful ? I t is not

correct to say thet there is no development in t ' e Third World-

However the development sooms to be so uneven that i t could

not eattricatei most of the countries from underdevelopment*

Implementation of plans could noc bring solace to the people

of the Third World- The socalled s t a t e spcnsorcd i n d u s t r i a l i -

sation did net bring any expected changes in the 1 ives cf the

poorest of the poor- The ccuntrios c ntinued to be exploited

by the multinrti . n r l s - Dependence- in foreign ca; i t al and

technology increased* Per exrmple, l-ho DS invest entr, in Lr.tin

America which was f '22,100 mill it ns -iJi V.y7^> increased to fibf'ut

! • 39, ;')0 millions in 19P7- ;>otvo :n \>'t": rnti V-'7(> d i rec t invest

ments if ^he US br.nl-. s in crocs ed b; r> ix f.-ld- ' Frreiqn debt

posit ion reacheti rlarming s-aqo- Tho fviqj-oqcite oxternr-1 debt

of developing c< untr ies zoi.med f r. m 7rJ~> buylur\ dolJfirs in

1981 to v. v/h< pr xng 1,1"' ' b i J ' i i n dollnro in 1'W. Thoir debt

to GMP ra t ios roseup 'rom 1:"! * t< 2° Y tiu.i inq this •lecade-

In teres t payments became nn important \-.T< • -yr\* According tc

Deutsche Dpnk, tlie in teres t expenditure at ! G I-1 highly

in debted ee untr ies came to rbrut 2C0 b 1 .u n dol lars in the
19

past f ive years- In Lrtin America, I • .•-am 1^6" and 1'̂ 79> the

interest payments swelled rver 30 times i-e», from *• 232

millions to f- 8,994 i Aliens- The reaction of the Third World

to this crisis is int. .-resting* Some countries sought loans

from the IMF to pay to. ck the interest- Countries like Guyana,

Triniiiad and Tobagc ar J Surinam started searching for foreign

investors .•
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Such state of affairs call1* for a scientific eotpl anati n*

What has gone wrong with the syitem ? Why is it thr t the state

in the Third World fail to achieve the much needed r,elf-reliance

in the economy ? How come so: many decades of planning ee uld

not bring any qualitative change in the lives of the masses ?

What ore the obstacles that ne.xi to be overcome to in i t ia te

uninterrupted process of economic development ? Is such process

ever possible in the Third World ? These r.re srme of the

questions which require answers frcm social scientists/trying

to underrtand the problems of deve',lop-ent in the developing

societies* But for us, these questions become important to

the extent t-'ey throw light on the nature of state, its class

character, and its dyanmics and 1 imitations*

Mere i t should be mentioned that with tho failure of Western

mode; n is a tii n theories, ti.e problems of development in the

underdeveloped cru^.tries received the attention of many radical

scholars of the world. Several radical development a] theorists

came out with systematic theories < k urvlerdevelopmont which

while trying to locate the cauSes <-f v derdevelopmont, presented

alternatives for bringing ?bt vt develop, -i, * Since the scope

of present enquiry does net permit us to •: .jin the viev>-pc ints

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

few important scholars with a stress on their understanding pf

the role of state in the Third Whrld.
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STATE ; Radical Liberal Vimv of Gimnar Mvrdai

Gunnar Myrdal was perhaps th? f irst liberal who made

sincere efforts to understand the Third World by breaking the

self-imposed limitations of liberal frame-work- By rpting

for the historical - institutional perspective - the method

which the bougeois theorists generally refrain, Myrdal tried

to analyse the specificity of the new world- He studied the

dynamics of different institutions and social forces within

the specific institutional settings that they inherited from

their predecessors*

Myrdal considers that halt in the gicwth of the indi -

genous indus ,ry and commerce, v/hich is the consoquonce of the

effects of colonial handovers is ens of the determinant factors

for the continued underdevelopment of the developing societ ies-

Economic stagnation, severe population problem and existence

of precapitalist social and economic structures ?re cited as

the causes for the pr verty of the peopl •: of t»ie Third World*

In his book, Beyond the Wei far a Stato. he observes that

despite natioaal planning the fate of the developing countries

did net change* His search for underlying casuses lead him

to develop the concept of 'soft state* •

Myrdal or^nod that in varying degrees a l l UDCs are f soft

s ta tes ' • Ank ng other causes, th i s sp Tic feature of the

Third World cons t i tu te an important f ; c U r responsible for

the underdevelopment of the Third VforidJ* What does tha term

'sof t s t a t e r s i g n i f / ? To him the se; t s t a t e is understood
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to have comprised H a l l various types of social indiscipl

which manifest themselves by : deficiencies in l eg i s la t ion

and in pa r t i cu la r , law observance and enforcement, a wide

spread disobedience by public of f ic ia l s on vrricus levels to

rules and di rect ives handed down to them, and often t he i r

collusion with powerful persons and groups of persons whose
22conduct they should regulate"•

In the UDCs , keeping in view the aspirations <f the

masses, the policy makers at times enact various pol ic ies

aiming et bringing social transformation of th© t rad i t iona l

s o c i e t y But at the timo of implementation, the pol ic ies

become so diluted that they f a i l to brinq ovon moderate c'nanges

in society* Within the Asian contoxt, he studied var i rus

pol ic ies sue has land reforms, ropulrtion pol icies and re ts a a med

at improving the s ta tus of women and da l i t s* But in a l l coun -

t r i e s the author finds betrayal of the accepted gorls tha t

they themselves • ~ to achieve* Fe r example, de l ibe ra te

delay in l e g i r l ti on and collusion of bi.j eaucrats with the

land lords . r , pointed out as the c ses for the f a i l u r e of

land re-f ;r: ^ in Asian c< un t r i e s l i ke India, Indonesia and

Pakistan- Lack of social d i sc ip l ine , s t ruc tu ra l linkages

betwe .-n the bureaucrats and the econ< mic e l i t e s and rampant

Corruption tha t prevai ls in a l l branch *o of government r e s u l t

in socia l and economic stagnation-
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Why de things gc this way in the UDCs ? Myrdal seas the

answer in the class charpcter of the state- To him, M political

power in the UDCs is held nearly everywhere by previleged groups,

the f i rs t rank including big land owners, industrialists, bankers,
23

merchants and higher military and civil officials'1- In this

ruling oligarchy he also places the 'middle class' which is

composed of the professionals and intellectuals- These previleged

sections are in unchallengeable position to prevent implementation

of any policies that would vpset their inherited pattern of

social relations* Even officials and politicians entertain

vested interests in preserving the status-quD* They assume

greater p. wers in such society whe e controls are not integrated

into plans and the directives for their use tend to be v^gue and

application beet mes merely a matter of administrative judgement-

Myrdal unhesital tingly asserts Lhat in such • soft state f

the political, legal and administrative systems are heavily and

systematically weighted agrinst th * pocr masses of these countries-

The states are ruled by compromises, accommodation and sometimes

by infighting among various gr( upd th^t constitute the upper class-

As far as the masses are concerned, in all the UDCs, they are *••»

merely the objects of politics - not its subjects* According to

Myrdal, the socalled democracy in the Third Vfcrld failed to

organise the majority of the people for utilising the political

power to advance its own interests- Naturally, " when that

pressure from nelow is almost totally absent, as in rao^t ntst

underdeveloped countries, we sluuld net ;•>•=? surprised that " .
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the inequalitarian social and economic stratificatirn

from colonial times is preserved and that development moves
24

in the direction of greater inequality" •

What is the way out of this impasse ? Myrdal*ssolution

would be reversing the present trend - by widening the scope

for popular participation, education and organisation of the

masses, overcoming the values that preaeh status-quo and ending

all kinds of indiscipline and corrupt practices in the society*

To sum up, Myrdal expects soft stntes to become 'hard states ' -

as in the Western welfare societies*

.Myrdal does not sec? underdevelopment as a product of

the crisis of capitalist crisis or of continued exploitation

of the imperialist powers* cfc urse, he points cut in his

studies the disadvantageous position in which the UDCs are

placed vis-a-vis the Western powers and criticises the short

sighted policies of the Western world that threaten the interests

of the developing societies* He even expresses his sympathy

for the Third World nationalism* However, Myrdal strongly feols

that the interests of the developed countries and the developing

countries are complimentary and not contradictory* To him,

there are two options open to the* World - the f i rs t being the

international conflict that cculd be permitted to grow to

catastrophic dimensions, ending our civilisation in calamity*

The other would be to resolve the conflict by a series of gra -

dual accommodation with: an am to establish a democratic

welfare world* Myrdal prefers the second alternative* HAS



belief in innate goodness cf humanity makes him think that tho

western powers can be pressurised to init iate economic policies

that would enable rapid economic developsant of the Third World

states* He considers such a policy to be advantageous to the

developed countries also* He says, " The stronger they become,

the more the attainment of a new situation of world stabili ty

made possible* The stronger they become the mere they will be

in a position to abstain from policy measures which buildup

resentment against them - 2 5

SJgMl - FHJDAL ST/lTE : Paul Baran's Enquiry into political Economy

Among the Western schc^-ars, Paul Damn belongs to the f i r s t

generation of Marxist intellectuals whe tried to ace- u.it for

the backwardness of the p< st colonial societies* :le looks at

the problem of underdevelopment from the po-nt cf '. view of the

impact of imperialism in the erstvhile colonies and semi-colonies*

In one sense, he is the founder cf Dependency senrol* However

Baran needs a separate study since he differs frcm other dependency

theorists in his analysis cf the prcblems of the Third World

and in his characterisation of th« class character of the state*

Karl Marx expected that colonialism wculd work as a blessing

in disguise, in the sens« th^t by shattering the traditional

stagnant societies, colonialism would create a progressive momentum

in the colonies and semi-colenies by sowing the seeds of capitalist
26

development* But Paul Baran observes that western capitalism,

far frcm playing a progressive role affected adversly the sccial
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and economic conditions in the UDCs, by introducing all th©

economic and social tensions inherent in the capitalist order*

The ultimate result was not transplantation of western capitalist

social and economic structures on the backward areas* What

actually happened was superimposition of business mores over
27ancient oppressive structures resulting in ee mpour̂  exploitation*

For Baran, integration cf the backward ccuntries into the

international capitalist net>-wnrk of exploitnti. n leads to a

partial disentegrrtic n <f pre-crpita] ist modes <• f prrduction

and the incomplete development cf capitalist economic and

class structures making the countries 'semi—feudal'*

Baran attributes the continuing reproduction of semi-

feudal status of the developing societies to the weakness of

the 'middle classes' i*e«, the indigenous bourgeoisie* Having

grownup in countries that inherited backwardness and poverty,

the middle classes could not acquire the necessary self-ccnf i -

dence to play a leading role in society What is worse, instead

of fighting the feudal rule, as in the West, they themselves

started assimilating politic*l> cultural and moral values of

the feudal class* Such a class can not play its historic rcle

cf accomplishing the anti*- imperial ist and anti-feudal tasks

of democratic resolution* Rise of lab<ur radicalism and imminent

danger cf a social revolution destroyed the chf-nces rf capitalist

classes*joining the democratic forces* Apparant or real threat

of working class unity forced the middle classes tc compromise

with the church, landed gentry and foreign interests- This led



- 25 -

to the formation of counter revolutionary coelition in which

• whatever differences or antagonisms existed between the

monopolistic and competitive business, between liberal bour

geoisie and reactionary feudal lords, between domestic and

foreign interests, were largely submeged <n all important

occasions by the overriding common interests in Staying off
28

socialism "• As the popular pressure was nv untingjup, the

middle classes cemented a ne;v all iance < f all conservative

elements which decries ull attempts at reform as assaults en

the vory foundations cf society

In a country dominated by such reactionary coal ition ?0 1

possibilities of economic development would be thwarted*

Compromise with landed classess will not allow any radicr-1

transformation of agrarian structure* Extreme economic

inequalities limits the market potentialities in the Third

World- Lavish consumption pattern of the middle classes and

their blind imitation of the l ife styles of the feudal classes

drastically limit the savings that can be invested in the

productive activities* Parasitic economic stratum depending on

the service sector and the vested interests obstructing the

productive utilisation of landed resources, hinder the possibi -

l i t ies of uninterrupted industrialisation* In industrial

sector, the industrial entrepreneur responding to the monopolists

structure of the market involve in production of luxury goods

which involve import of foreign capital and technology As

far as the establishment of basic industries is concerned.
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their responsibility will be vested with foreign multinrtionals

who inturn exploit huge amounts in the form of royal i t ies ,

interests and pit fits* This relationship breeds f mercantile

bourgeoisie1 whose interests are linked with those of foreign

imperialism* In such societies. Baran feels that the establish -
of

ment state sector also proves tremendous waste since it only

involves squandering of large sums for the maintenance of
29

sprawling bureaucracies and the power of 'comprador bourgecisie1 •

Baran thinks that there are possibilities of reverting

such trends if the state takes up certain necessary responsibi -

l i t ies - If it can impose progressive tax system to check the

inflationary tendencies by eliminating non-essential consumption,

create the infrastructure necessary for the development of

industry, provide technical education tr the people, impose

rigorous controls over speculation in scarce g< ods, excessive

profiteering and then prevent capital flight, then it will

accomplish radical change in the structure of effective demand

in the UDCs* However, Baran feels that the state machinery

manned by incompetent and corrupt officials can not takeup this

task* Even if policy makers announces blue prints of progressive

measures suchas agrarian reform, equitable tax legislation,

their structural linkages with the dominant classes will sabo -

tag ex he strict enforcement of the policies* As Baran puts i t ,
n Setup to guard and to abet the existing property rights and

prevlleges, i t can not become the architect of a policy calcu -

lated to destroy the privileges standing in way of economic
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progress, and to place the property and the incc mes derived
30from i t at the service of society as a whole " •

Given the circumstances, how can these countries cc-me out •..

of backwardness ? Baran se s very l i t t l e pos s ib i l i t i e s of capi -

t a l i s t development in the UDCs» Yet he a t t r ibu tes important

r o l e to the national bourgeoisie in deciding the fa te of these

sta tes* To him, the p o s s i b i l i t i e s of developing indigenous

capital ism under conditions cf underdevelopment depends en th-*

economic and po l i t i c a l strength of the national b^urqeoisie,

on the qual i ty of i t s leadership, en i t s determination to dislodge

the feudal and comprador elements from the position of dominance,

otl the intensi ty of the res is tance on the i r par t , and on the

extent to wMch the international constel lat ion permits the

elimination or considerable weakening cf the supp< r t given

to these s t r a t a by the wrr ld 's imperial is t powers"* In other

words, " which way the h i s to r i ca l wheel t> m and in which way

the cr ises in the backward countries will find i t s f inal solution

wil l depend, in the main, on whether the c a p i t a l i s t middle

classes in the backward areas and the ru lers of the advanced

indus t r ia l nations cf the world, overcome t h e i r t ea l fear or

myopia* or are they too spel l bound by the i r narroidy conceived

se l f i sh i n t e r e s t s , too blinded by t h e i r hatred of progress,

grown so sen i l e in these l a t t e r days of the c a p i t a l i s t ages as
32t o conmit suicide out of fear of death " •
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BOURGEOIS STATE ; Anaiysos r>f Frankian Sr.h ri of Dependency

Though Paul Bar an is considered as the father cf the Depen -

dency school, i t was actually in the hands of Andre Gunder Frank

thet the Dependency theory blossomed into a theoretical frame —

work which could subsequently attract many intel lectuals in and

arcund Latin America* 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

i s to be attributed to semi-feudal charpcter of these states ,

A*G*Frank believes that once the metropolis - s a t e l l i t e relation -

ship is established, then the internal structure of the peri -

phery also tend to acquire capital i s t features* Baran attributes

underdevelopment to the d i f f icul t ies involved in transit ion

to independent capital ist development in the periphery* On

the contrary Frank asserts that there is no scope of escape
33from underdevelopment within the framework of world capitalism*

Frank's theory of underdevelopment 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 isolated frcm the stream of world history*

on the contrary, underdevelopment was and s t i l l is generated

by the . very simple historical process which also generated .

economic development : the development of capitalism i t se l f "•
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2* " The satelli tes experience theix greatest economic develop -

ment • • • if and when their ties with their metropolis are

weakest "•

3* " The regions which are most underdeveloped and feudal - -

seeming today are the ones which had the closest ties to the
34metropolis in the past • •

According to Frank the same process which brought develop -

ment in the metropolis is also responsible for the/development

or the development of underdevelopment in the satellites* on

the question of reproduction of dependence, Frank like Baran

argues that the centuries of close assosiation with the metro -

polls leaves the satelli tes with economic and class structure

which is characterised by differentiation in income distribu -

tion* The market structure, formed as a consequence of this,

forces the native industrialists to opt production of luxury

goods, leaving the basic industries to fc reign entrepreneur-

It leads to greater dependence on the foreign capital and

technology and throws the country into the vorteoc of a host

of economic problems suchas severe balance of payments, absole -

scence in production, underutil isation of productive capacity

and huge foreign remittances in the form of profits and roya -

l i t i e s - all these leading to further dependence on 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 industripl advance

becomes a giant step backward*
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The ideas of Frank are further developed by intellectuals

like Des Santos, F*H*Cordosc and E*Faletto* Dos Santos considers

that the historical forms of dependence are conditioned by

1) the basic forms of the world economy which has its own laws of

development, 2.) the type of economic relations dominant in the

capitalist centres and the ways in which the lat ter expand

outward and 3) the types of relations existing inside the peri -

pheral countries which coerce them to the status cf dependent

nations within the world capitalist order* Dos Santos distin -

guishes different types of relations of dependency - colonial,

industrial - financial and industrial - technological* Like

Santos, Cordoso and Faletto also emphasise the differences and

and discontinuities between different types of dependency and

between the internal structures w îch result frcm them*"""

Though there are some differences niru ng the Dependency

theorists on certain aspects, all of them stress the role of

local elites in the transfer of economic surplus from the peri -

phery tc the metropolis* All these classes sharing the state

power in such countries are called by Frank as 'lumpen bourge< ide'«

When he calls them, 'lumpen* he does not mean that in the UDCs

there can be bourgeoisie which csA be national but not lumpen*

He considers tAtire' national bourgeoisie in the Third World

as lumpen, since none of them can disentagle the national eco -

nomic good from their own interests* Infact all these sections

are benefited by perpetuation of such lumpen development*
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The Dependency theor is t s see that the s t ructure and

composition of the ruling coal i t ion are determined by the

pa r t i cu la r forms that dependency re la t ions take place in course

of economic development* According to C< rdoso and r al et to ,

in a l l developing but dependent countries " social s t ructures

re f l ec t the double edge of the economic system : i t s external

l inks and internal roots* Social dynamics and social confl ic ts

express both kinds of in te res ts and pressures, those tha t
37derive from external influences and those that are national M•

In Latin America, almost from independence to the beginning

of 20th century t raders , merchants, f inanciers and groups suchas

la t i fundis tap , agr icul tural c ap i t a l i s t s and mine owners const i -

tuted as ruling coal i t ion under one or the other hegemonic class*

I t was in the f i r s t three decades of the 20th century tha t

the indust r ia l bourgeoisie m?de the i r appearance fe l t* Even

during th i s t r ans i t iona l period, the rul ing coal i t ion remained

t ied to the export sector* However, between the depression

and the end of the I I world war, when the t i e s with the metre -

pol is were weakened and the necessity of import - subs t i tu t ion

arose, attempts were made by the populist regimes in d i f ferent

Latin American c< un t r i e s to bring about rapid indus t r ia l i sa t ion*

During th i s period, as a consequence of development and

consolidation of the s t a t e sector , the indus t r ia l bourgeoisie

also strengthened i t s position* By the 50*s i t became a strong

fact ion within the ruling coal i t ion - at times dominating even
38the landed aristocracy and export enclaves*
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The Dependency theorists gave considerable importance to

the role that the state plays in such countries in mediating

the interests of different classes and class factions of the

ruling classes* With the development of bureaucracy, military

and technocracy, the dynamics of state became more complicated*

The s ta te plays a major role in perpetuating the dependency*

Different policies . of the government suchas l iberal isat ion

of controls for capital and intermediate goods, repeated currency

devaluation and halt in agrarian reforms are cited to point

out how the state is involved in promoting the lumpen deve .
39

lopment* Though the role played by the public sector in the

industrial ir at ion of the Latin American countries is recognised,

the Dependency theorists argue that in the post-war period,

the public sector became subservient to the interests of the

multinationals* They however accept that dependent development

does not take pla ee in a smooth manner* It occurs through

fr ict ions , accords and alliances between the state and the

vast sections of the people worst affected by this development*

Cordoso and Faletto point out that in order to c< unter the

popular opposition, now becoming more and more strong in the

Latin American countries, the states are expanding and f o r t i -

fylng themselves by having recourse to repressive and anti- -

people policies* Under the given conditions authoritarian

forms of s tate become the only alternatives for the national
40bourgeoisie to continue i t s domination ;
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In such conditions where the state an i the national

bourgeoisie are involved in fostering dependency and under -

development, the dependency theorists do not find any scope

for independent capital ist development in the Third World*

The c nly alternative that ^rank suggests is radical break

with imperialism and immediate transition to socialism through

an tit-imperialist soc ia l i s t revolution* While attempting to

find cut the principal enemy, Fre»ok asserts that, " the imrne -

diate tact ical enemy is bcurgec i s i e i t se l f •••• inspite of the
41fact that, strategically principal enemy is imperialism " •

ANTI-IMPERIAL 1ST STATE : Expectations nf the Russian Marxists :-

During the Stalin period, the Soviet theoreticians believed

that the independence gained in countries l ike India under

bourgeois . or petty-bourgeois Iead3rship would only be formal

and that such countries could not but act as the puppets of

their erstwhile colonial powers* However the Soviets gradually

began to real ise that the dynamics of the Third World can not

be seen in such simplistic terms* The f i r s t Asian Congress of

1949, Korean and Indonesian cr is i s and the Bandung conference

of 19Bfcshowed that the developing countries l ike India can

play a posit ive and independent role in the world despite the

fact that they may not be proletarian states* After seeing

al l these events the Russian Marxists who earlier characterised

the newly emergent states as lackeys of imperialism, started

painting t̂̂ ê n ._ as " potential anti-imperialist forces in

the world "• The dynamic roles of the countries l & e India,

Egypt and Indonesia made their party ideologues real i se that
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i t would be a gre^t mistake to minimise the historical

significance of the process of decomposition cf the colonial

system only because it has brought in its wake non-socialist

states* Whatever be the form of national liberation of the

colonies and semi*-colonies might be, this liberation is a

great blow to imperialism and consequently, necessarily
42does not strengthen, but weakens the vjt>rld c a p i t a l i s t system*

In the wake cf development of th is new paradigm, many

Soviet scholars begPn to comprehend the ro le of s t a t e and

classes in the developing societ ies* Unlike the i r Chinese

counter pa r t s , the Soviet scholars undertook stern<us empirical

surveys to understand the spec i f ic i ty of the s t a t e in the UDCs*

They argue tha t due to differences in correlat ion of class

forces in developing soc ie t i e s , ruling classes m?y di f fer

from one country to another* The Seviet scholars themselves

identified that there are national bourgeois stat&s, bureau -

c ra t i c bourgeois s t a t e s , bourgeois ified feudal s ta tes and s t a t e s

where the s t a t e power is jo in t ly shered by the bourgeoisie

and landlords-

Like many other developmental t heo r i s t s , the Russian

Marxists stress" the impact of the imperial is t exploi ta t ion

and the consequences of unequal s ta tus tha t the UDCs enjey

within the world imperial is t system* In addition, in ternal

factozs suchas the existence of outmoded production r e l a t i o n s ,

low development of productive forces, lack of adequate capi ta l
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and shrinking internal market are identified as the factors

responsible for the backwardness of the developing societies*

In short, foreign imperialism, internal precapitalist elements

and the local elites ( big bturgecisie / feudal lords / tribal

4e!hiefs) allied to foreign imperialism are generally cited as

obstacles to the path of development in the Third World* Russian

believe that there are possibilities of considerable economic

development in the UDCs, if the state power is vs ed to destroy

the rutmoded production relations, develop productive forces,

mobilise internal national resources, free the economy from

the control cf the foreign monr-pc 1 ies and broaden the internal

market by generating industrialisation and agrarian reforms*

Soviet theoreticians attribute positive role to the public

sector* As V*V»Rymalov puts i t , " state sector in industry

and other branches of the national economy of the former colonies

and semi-colonies is the decisive instrument for attaining the

economic aims of the liberation* •• Its all round development

44is designed to create the strongest possible progress " •

Development of state sector and nationalisation <f private

industries are considered as progressive steps having anti —

imperialist and anti-mrnopoly characters tics* Further the

Soviet scholars recognise that i t is net possible to undertake

such massive developmental programmes without having necessary

technological development and financial help* 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

bxock, they can utilise the foreign capital and technology for

their own advantage without sacrificing i-heir pc l i t ical intie -

pendence- Close ties with the socialist block and mutual

economic interdependence oi che countries belonging to the

South, axe cited as external prerequisites frr economic deve -

lopment* Hence the Soviet th^reticians place nonal igned

movement c n high pedestral and claim themselves as its natral

all ies-4 5

Depending on the attitudes +hat different states take on

questions relating to the implomentation of the tasks ahead of

them, the countries are designated as progressive 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 socialist oriented countries*

All countries which have taken the capitalist path <f develop -

ment are included under the category of cap^ital 1st oriented

countries* State power in these countries may be with the

national bourgeoisie or beurgeoisif led feudr.i lords or the

proto-bourgeo is sections* Scviat theoreticians argue that

other than countries where the national bourgeoisie is in

power, radical reforms necessary for economic self-reliance

can not be implemented pronerly- In these countries land

reforms fail due to opposition from the landloflds and bureau -

crats* Potentialities of state c<-.;,rtaiism can not be realised

properly In most rf these countries, the state ector

bows down to pressures exercised by the private capitalists .
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and foreign imperialists* Due t< weak industrial base ard

lack of diversification in production and exchange, the process

of development initiated in those countries become susceptible

to the pressures of unjust international ecc nomic order*

Parellel to the capi tal is t criented countries, the Soviet

Marxists believe, there are socialist orionted countries which

follow non capital is t path of development* Such c untries

identified by them include Algeria, Tanzania, Mozambique,

Guinea Bissau, People's Democratic Republic of Yemen, Angola

an«4 Afghanistan* In these countries, where the bourgeoisie

is weak, the s ta te sector domintes the industiJ 1 sector*

In many of these countries, 70 to 90 percent of total indu -

s t r i a l product is attributed to the public sector* In the

main, land reforms are si-rictly implemented and many foreign

firms are also nationalised* The s tate in these countries gives

considerable importance to the social welfare act ivi t ies suchas

education, hcu-e"'-ng and health care* Russian scholars believe

that these steps could be possible owing to the presence of

working people and peasants in the s t a t e power of these nat ions

which declare socialism to be their ultimate goal* Inspite of

these progressive at tr ibutes, th'* Soviet Marxists accept that

there are reactionary forces in these countries trying to capture
48

the s ta te power and then reverse the process of development*

However the Russians think that if the s ta tes adhere to the K

same path, these countries could $o£tgin uninterrupted develop -

ment without the becoming victims of all those economic crises

>$nat impede the development of the capi ta l is t states*
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Final ly i t should be mentioned that the Russians consider

tha t a l l Third World countries - whether soc ia l i s t oriented

or c a p i t a l i s t ones - are unconscious vehicles in achieving

World socialism* As N*A»Simoniya puts i t , M Given thCs

s i tua t ion the development and certain degrees of c a p i t a l i s t

r e l a t ions in some countries does not at a l l imply "rejuvenation"

or strengthening of world capitalism. The l iberated countries

not only a re not a source of reserve potent ial for the l a s t

exploit ing system, but bring new contradictions into c a p i t a l i s t

and complicate and aggravate the old contradictions ••• (All)

these contradictions heighten the pos s ib i l i t i e s of the

revolutionary a l te rna t ive " i*e*, revolution*

INSEARCH oF A THEORIT̂ CAL FRAMR̂ lfoRK ;

In the context of pecu l ia r i t i e s of socio-economic conditions

in the Third World, we have sofar reviewed different in te r -

p r e t a t ions of the ro l e of the s t a t e in the economic development

of these backward societ ies* Different authors threw l igh t on

dif ferent aspects re la ted to s t a t e , classes and economic

prospects in the Third World* Though there are eer ta in points

of s imi la r i ty here and there, the authors seem to enter ta in

competing and at times even conflicting views about the nature

of the s t a t e and the ruling classes in the developing socie t ies*

In one sense, these differences are the products of the paradigms

within which they happen to see the problems of the UDCs«

Hence cr i t ica l evaluation of these paradigms become necessary

|o develop a more meaningful and comprehensive Marxist Leninist
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frame-work for the study cf the nature and dynamics of state

in the developing countries*

Gunnar Myrdal offers an ' institutional theory • that

analyses the economic structure and living standards, agri -

culture and industry, social stratificatirn and ideology -

not as separate prcblems but in their totality and inter -

connection* He even recognises the re?ctir nary role of the

dominant classes within these c< untries and the impact of

centuries of imperialist exploitation* However . solution.

he offers i5. not uncompromising struggle against imperialism

and vested interests within these nations* Like all humanists

he believes in the possibility of reconcil ing the interests

of different classes within the countries and .lso the conflicts

between the UDCs and imperialists, through a gradual process of

mutual understanding, reconciliation and accomrardatir n* But

the logic of historical process of development makes i t difficult

to realise Myrdal's myth of 'welfare wcrld1*

Paul Baran correctly understands the historic limitations

of the bourgeoisie of the developing societies* He understands

that in an era of imperialism and proletarian revolutions, the

bourgeoisie can not but compromise with foreign imperialism

and local feudalism* However his attempts to generalise the

causes fox underdevelopment as joint exploitation 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 bourgeoisie in directing the course of

development need a second look. He prefers socialist alternative-

But what is the course of revolution he propose - anti capitalist

socialist revolution or people1 s democratic revolution where

even the national bourgeoisie become allies in the revolution ?

It seems, he considers th at at this stage of development semi

feudalism and imperialism are the main enemies - n< t tho naticnal

bourgeoisie* He ccmes to this conclusion by his analysis of the

stage of development of ecc nomy in the UDCs«

A*G-Frank, by defining capitalism as product ion for profit

goeste another extreme of characterising all dependent relations

in the Third World as capitalist relations* He thinks that

the national bourgeoisie of the Third World ( He calls them as

'lumpen bourgeoisie ) can never escape dependent relationship

because of its specific relationship with the world imperialist

system* Like Trotskites, he sees anti-capitalist socialist

revolutions as the only solutions left for all developing nations*

It may be true in case of a few Asian and Latin American countries

where the state power basically lies with the capitalists* But

this solution does not held good in countries where inspite of

considerable capita] ist development the state power s t i l l lies

with the feudal lords or comprador bourgec isie* He makes the

same mistake as his counterpart, Baran in determining the present

stage of revolution in different countries of the Third World*
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The Soviet scholars are better inf ormed, in the sense that

they understood the peculiarities cf the developing societies

and did not generalise the class character cf the state and

stage of development of economy- Through systematic empirical

work, they argued that the classes which came to state power in

the Third Vforld differed from cne state to another* The Soviets

see the prospects cf development cnly in twc sets cf countries -

progressive national bourget is states and states with socialist

orientation* Hbwever, complete eccnomic independence is

possible only in socialism - a goal which will be accepted by

all developing countries sooner or later by following non-capi -

ta l i s t path of development* It is surprising however to note

that inspite of their recognition of differences in the class

characters of thestates belonging to the Third World, the Russians

point out imperialism as the main enemy and prescribe national

or people's democratic recolutions as the present stage of

revolution for all developing countries*

Though all the analyses reviewed sofar give us sewe under -

standing of state, classes and economic development in the

Third Vforld, the dialectical interaction between these categories

are not properly established- There seems to be a tendency

of reducing one structure to ancther - without comprehending

the relative autonomy that ^ach stiucture or social force has

vis-a-vis other structures or social forces* Ignorance of

pluralities of the socio-economic structures of these societies
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make the scholars generalise their experience of a qroup 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 in the 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 s t i l l in formative stages* In some other stptes, though

the classes are well-developed, their members are somuch

influenced by other pre-capitalist structures like castes, tribes

and religions that it becomes very difficult tc judge cne's class

character by the apparant ideology To put it ether way, a

bourgeois in the UDCs behaves not only as a capitalist but also

as a man belonging to a particular c^ste, tribe or religion*

How to characterise the role of such pre-capitalist structures

is again a problem* Whereas these structures are obstructing

the capitalist path of development in certain countries, in

many others, they are coorted in such/e way that they play a

complementary role in development* For example, religion is ,

an institution might have become an obstacle to develcpment in .

ccuntries like ' • Bhutan and Nepal but in countries liko Iran

religious nationalism led to implementation of many radical

reforms. Finally, cne need to say that there is no eye to eye

relationship between the class character of the state and the

economic role that i t plays* There are semi-feudal or botgeoisl*-

fied feudal states suchas Nepal and Saudi Arabia where the

ruling feudal elites were compelled to initiate capitalist path*

on the other hand, one can find predominantly capitalist states
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feudal elements in their countries*

In view of these multiple complex relationships between the

classes and the states, classes and other social forces and

the base and superstructure in the Third World, f ne should

stop generalising about the nature of state in the developing

societies* It however does nrt mean that one shr uld net totally

ignore the features common to all developing nations* What

is to be stressed is the study of each ThixJi Wbrld countries

in all its specificities and its interrelationship with the

general* Developing and perfecting the concepts suchas classes,

class interests and ruling classes become necessary- In addition

a meaningful political discourse on the nature of state requires

arriving at consensus about meanings assigned to terms suchas
1 comprador a ta te ' , •semk-feudel state1 or 'independent national

bourgeois-states1* All these guidelines would be kept in mind

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

nature and dynamics of Indian state*

* * * * * * *
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II

A CRITIOJE OF Tl 5 DOMINANT

MARXIST INTERPRETATIONS r>F T^E INDIAN STATS

INTRODUCTION :

Complex problems involved in the study cf nature and

dynamics of s t a t e in the Third World have been highlighted

in t h e f i r s t chapter* While analysing the cha rac te r s t i c s

common to a l l the developing countr ies , i t was pointed out

t h a t the na ture of the s t a t e in the Third VJbrld should not be

general ised* Since the classes which s t a i n e d p o l i t i c a l power

after the eclipse of colonial rule differed from one state to

another, the Third World exhibits different forms of state*

This point should not be overlooked in the st',dy of nature

of the post-colonial state in India* Indir being a part of

the developing world, dynamics cf the Indian '•.tate can not be

f i t into the frame-work that is usually provided to the study

of the state in the Western capitpiist societies* At the same

time, i t should also be stated that apparant. similarities

should net tempt one to reduce the nature ff indian state to

some fixed mode* Uiilt on the basis cf study of one or a*

/few underdeveloped countries* Since its r cial structure,

economic de 3̂ opment and political history r £>ve their own

specificj-j.es, the Marxists interested in comprehending dif -

ferent diffusions of Indian state should make concrete analysis

of the concrete situation in India*
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Indian Communists ars cfcourse aware of these basic tenets

of Marxist Leninist method of enquiry* But scrne'.hrw evenafter

40 years of independence, parties and persons claiming them -

.selves communists could not come to a single accepted conclusion

about the class character of the post-colonial state in India*

A lay man interested in knowing tne Marxist view-point would get

confused to see competing and often conflicting interpretations

of Indian state* Since it is cbvious that all interpretations

can not 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 rea l i ty Though we would like

to reflect on interpretations of all parties and persons

claiming themselves Marxists Leninists, due to limitations of

the study, we would be limiting ourselves to the study of the

contributions of enly traditional communist parties viz*, the

Communist Party of Indi? , the Communist Party of India (Marxist

and the Conwunist Party cf India (Marxist Leninist) and also

the works of certain academic relative autonomists- While

reviewing the interpretations of t-'iese parties and academics

wherever necessary, their methco* .-xjical fallacies and concep -

tual inadequacies would be pointed out and possible alternative

explored* At the end of the cha ter, an attempt may be made

to develop a more meaningful ana K-ilectical frame-work fox

approaching the problem of Indian s^ate*



TRADITIONAL COMMfNIST PARTI qg :

Diverse interpretat ions given to the Indian s t a t e are not

to be a t t r i b u t e d to the breakup of the united Communist Party

of India* Even when the communists were united the party could

not s t ick on to one s ingle view of Indian state* Though a l l

of them express t he i r allegience to the theoret ical document of

1951, the interpretat ions given to this l ine changed in course

of time* The Madurai Congress of the united Communist Party

convened in 1°53 endorsed the Party Programme of 1951 which

characterised the Indian s t a t e as a seraiu-foudal and semi —
3

colonial s ta te* But th is kind of interpretation could not

explain many of the post 1947 developments in India* For th©

communists, the dynamics of the Indian s t a t e , especially i t s

foreign policy remained a hard nut to crack* Unable to d iges t

how a semi-feudal and semi-colonial s t a t e cculd follow an

indpependent foreign policy, the Delhi meeting cf the Central

Committee gave an argument t». t i t is possible for the Indian

s t a t e to adopt an independent foreign policy since the influence

of the nat ional bourgeoisie .. n th-9 Indian economy, and over the
4

government and the st -« was on the increase* The next congress

held at Palghat in \9'>6 characterised the Indian s t a t e as
11 landlord bouryec is s t a t e in which the b c u r c ^ i s i e is the

leading force " • Though the basic strategy <f anti-feudal and

antif-imperial^su democratic revolution was n<t changed, the

Communist party then stopped cal l ing India a stc<ge of imperialfem«

Such changes w/thin the united communist party «-1 e in a sense
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inevitable consequence of lack of homogenity among the

members of the Party Bipan Chandra's article, " A Strategy

in Crisis" has clearly pointed cut the diverse view points

held by different groups witnin the united crmmunist par ty

Their differences on questions relrtod tc the nature and

dynamics of Indian state have subsequently got mrnifostod

with the breakup of the united comrrunist party into CPl(M)

and CPI(ML)-

Before judging whether the method of approach adopted

by the different communist parties and the conclusions 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 India becomes necessary*

CPI : National Briiirpenis State :-

The Communist Party of IndiL (CPI) has been characterising

the Indian state as a Nati/ual bourgeois state* After the -

breakup of the united communist party, the CPI openly endorsed

the 20th Party Congress cf the Communist Party of Soviet Union

(CPSU)7which saw the possibility of peaceful transition to

socialism in countries like India by fell owing ncn-capitalist

p.ath of development* Krusche^'s &t.?.-rapts tc see an element

of progressive nature in national bci geoisie has profoundly

influenced the theoreticians of the CPI- It was contended that

because of their participetion in tK» anti-imp er ials t struggle,

certain sections of the bourgeoisie ifve become progressive in
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their outlook and practice- It is because of their presence in

the state power that the Indian state has been able to takeup

many progressive steps. It seems, according to CPI the clqss

of nationalist bourgeois does not include mcnopolists who tend

to compromise with feudalism and imperialism* The CPI opines

that though the monopolists exercise powerful influence over

the policies of the state, the Indian state as such is not

dominated by the private monopolists* The leaders of the CPI

argue that the public sector h-Js developed to such an extent

that no individual monopolist can excel the state sector either

in its size or sccpe of its activities* Because of this advan -

tage the CPI believes that the national bourgeois state can

take up many anti-monopoly measures, provided it has a political
o

will to do so* Tc the CPI, governmental policies like nationa -

lisation of banks and industries, development of public sector

and enactment of measures such as MRTP Act are anti-monopoly in

their content* Their leaders consider that if the state has a

political tfill, then it can nationalise all monopoly organisa -

tions* Similarly, in the nonaligned foreign policy of the Indian

state, the CPI sees anti-imperialist and prcj-swciaUsJ; ..Content*.

The CPI leadei:s think that, the development *• f the public sector

with the Scwiot aid. would help the state to ' ight both the

internal monopolies and foreign imperialist j - The CPI accepts

that the land reforms initiated by the stri* led to the deve -

lopraent of capitalism in agriculture" t h c u g h "" e y s a y t h a t t h e r e

are s t i l l vestiges of feudalism here and ti ere- Their belief
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in the progressive character of t;se national bourgeoisie make

them give a call for 'National Denvrcratic Revolution1 directed

against feudalism, imperialism and monopolies* They believe In

peaceful transition tc socialism thrrugh non-capitel 1st path of
9

development- The national bourgeoisie will be an ally in such

revolution-

Such understanding of the CPI may tempt one tc make certain

observations* Though the CPl's conception that the Indian st3te

is a state of national bourgeoisie may be accepted, their

arguments that some sections of the national bourgeoisie even in

this era 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 i ts full course 01 not, is not relevrnt to the question

of revolution* As Lenin .s ays, " The basic question of every

revolution is that of state power "• Further elaborating this

point, Stalin observed, " In the bands of v/hich class or which

classes is state power ee ncenxrated, which class or which

classes must be overthrown, which class or which classes mutt
12

take power such is the main questim of every revolution " •

So, when the CPI accepts that the nat^ -al bourgeoisie has come

to power, then according to Leninism the national bourgeoisie

must become the target of revolution- Surprisingly the CPI

makes i t an a l l y Further i t may alsc !-J ".aid that their National

Democratic Revolution has no relevance ^ India* Lenin's

concention of non-capital is t path of de\ lament in backward
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countries with pre-capitalist modes of production1? is not

applicable to India which has already witnessed considerable

development of capitalism and given bixth to the classes of

bourgeoisie and proletariat. Further it is not desirable to

make distinction between the national bourgeoisie and mono -

polies, since in reality, monopolists also become a pait of

the national bourgeoisie* The government policies like

nationalisation of banks and industries, development rf public

sector and the policy of nonalignmtrnt are net indications of

anti-monopoly character cf the Indipn state; all these activi -

ties are necessiated by the general interests of the capitalist

class, of which the monopolists form an important segment*

CPI (M) ; Landlord Briirqe?nis State:-

The CPl(M) views the Indian state as " an orgrn of the

rule of the bourgeoisie and landlords, led by the big bourgeoisie

who are increasingly collaborating with foreign finance capital
14in persuit ©f the capitalist path of development " . After

1947, the state power in India has beon captured by the big

bourgeoisie in collaboration with the landlords- the big

bourgeoisie being reactionary and compromisinq in its nature,

the Indian state has failed to accompli h the tasks of

democratic revolution which involve elimination of the feudal,

semi-feudal and imperialist elements in India* Though the

CPI (M) theoreticians call India a nati •:•. state, they avoid

naming the big bourgeoisie as national t• i.-geoisie- Reacting

to those who characterise the Indian stpte as a state of the

national bourgeoisie the CPI (M) cycler -J51'-, " How is it



that we have a state of the bourgeois* and all its policies

only lead to the further strengthening of foreign monopolist

position on the country's economy ? . . . . why is it that feudal

and sem>-feudal relations in land hpve not bec?n abolished ?

Why is i t that the policies of the Cor^ress rule are directed

to pauperising the general mass of peasantry ? ••• How is it

that in this whole period of independence it is the big mono -

poly houses that have amassed riches while medium and small- -

scale sectors have been pushed into the crisis after crisis ? • • •

Is this the consequence of a state of t'.ie bourgeoisie cr cf a
15state led by the big bourgeoisie ?" • Their inference is clear -

al l such things will not happen in a national bourge- is state,

therefore Indian s tate is only a state of the big bourgeoisie*

Tc overcome this state of affsir, the CPI (M) gives call for

People's Democratic Revolution by which they moan essentially

an agrarian revolution directed against feudalism, imperialism

and big bourgeoisie* The rich peasants and the broad minded

national bourgeoisie can also be allies in the revolutionary

front directed against ^he main enemies*

Now le t us examine how much Marxian is this interpretation

of Indian state* Firstly, one may say that the characterisation

of any state sinply as a land-lord bcur r is" state headed by

the big bourgec: le is theoretically in (Equate* The CPI (MVs

position doec net clearly explain whether by 'landlord1 they

mean feudal lordi, or capitalist lendowners- In many of their

recent analyses, t i e CPI (M) itself admits that capitalism is

making in-roads inu agriculture- Sti"iy of their party docu -
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ments shows that the landlords (class enemies) and rich peasants

(class all ies) do not have any qualitative differences except

for the fact that the landlords held more acres of land.18

However from their saying that the landlords emplcy wage

labour, use modern technology n,id produce for market, one

can infer that the landlords are basically " the landowners

who hed become bourgeoisie " -(Lenin's expression). Similarly

the CPI (M.) does not clearly say whether the native bourgeoisie

is national .or comprador in nature* Yet their character! -

sat ion of India as a nation state and their statements about

the contradictions between the native biurgeoisie and imperia -

lism drive one tc the conclusion thr-t the bourgeoisie crn net

be anything but national* As t» explained in our reflections

on CPI's position, it is wrmg to make distinction between

the big bourgeoisie and non-big bourgeoisie and then brand only

big bourgeoisie as a reactionary force compromising with

imperialism and feudalism- Even Probhat Patnaik, known for his

CPI (M)'s. leanings admits that net simply the big bourgeoisie,

even small monopolies also collaborate with foreign firms,
18

ofcourse with the aim of competing with the big bourgeoisie*

Finally the question whether capitalism has matured or net is

not a criterion to judge the i a te ol revolution* If it is

accepted that the national bourgeoisie -s in power, then no

matter whether all other tasks of democratic revolution are

completed or not, the next stage rf revolution in this era of

imperialism should be anti-capitalist socialist revolution*
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Answering to Utsa Patnaik's criticism]9 Paresh Chatopadhyaya

rightly observes, • The staLe of development of capitalism in

Russia did not qualify her for socialist revolution- When

Lenin, in his April Thefts advaced the thesis of transition

to socialist revolution, i t was not because Russia's capitalist

development had suddenly taken a qualitative leap but because

through the events in February the bourgeoisie had assumed

state power: in Russia---- To put the matter schematically,

Lenin based his arguments not so much on economics as on

pol i t ics-" 2 0

•CPjI (ML) : A Sami-cnlonial and Somirfeudal Strata : -

The Naxalites are new no more homogenous* Their parent .

party, CPI (ML) has now got divided and rodivided into several
21

factions and groups- However even now, almost all groups

inspite of many tactical differences, s t i l l hold on to the view

that India is a semi-feudal and semi-colonial state, which has

not even gained political independence- According to them the

fear of revolutionary upsurge of the common mas cos forced the

bourgeoisie and its political party, the Indian national Congress

to come to an understanding with feudalism and imperialism-

Except for the fact that the political (.-ower has changed from

the hands of the British lords to the F 'Ovn lords there have

been no.basic changes in any sphere aft >i 1C47« To put in

words of T.Nagir Jdy whose wcrk, IpjUflJ-Xtgaged is accepted as

an authority Ly nany of the Naxalite ftctu-ns, " the character -

s t ic features et new government in name cl ^ dependent India



was continuity of the eld regime, of the social and economic

order, the same administrative mrchinery of Imperialism,

the same bureaucracy and the police " »ZZ The reforms intrc -

duced by the new government n have not changed the founda -

tions of the Indian society in genral and the ruling classes

in particular • • • • There is no change in their ffundations of
24

power "• According to the extremist factions the state

pewer in India is shared by feudal lords, imperialists and

comprador bourgeoisie*. Thus they basically stick on to 1951

Party Programme of the united CPI which considered destruction

of feudalism, distribution cf land to the landless and tenants

and achievement of complete and real freedom for the country
24

as the primary objects of the present stage of revolution*

Since the CPI (ML Vs thinking has powerful impact on most

of the lef t is t intellectuals in India, one can not ignore the

necessity of making general reflections relevant to the

Marxist-Leninist conception of state and revolution* Firstly,

one may takeup the question whether the Indian state is pol i t i -

cally independent or not* The Naxalites influenced unconsciously

by the logic of Dependency school generally show economic facts

to argue that the Indian state is dominsteu by the imperialists*

But according to Lenin the question whether ti e mestion whether

the state is a semi-colony or not is basically t, p< -lUwcal one*

In the words of Lenin, " Self determination of neticrr. means

the political separation of these nationr from alien national
25

bodies and the formation of an independer/t nation state " •

Criticising Rosa LUXU.-JIL*. rg's conception that due to the increasing
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penetration of the imperialists in Poland and ether Balkan states

there is nc possibility of those states emerging as nation

states, Lenin correctly pointed cut, M For the question of

political self determination of nations and their independence

as states in bourgeois society, Rosaluxumburg has substituted

the question of their economic dependence " • It is precisely

what the Naxalites in India do* It may be true that India is

economically dominated by the imperialists, but i t has no

relevance to the question of emergence of India as a nation

state* It is wrong to consider that mly in semi-colonies

the foreign capital can penetrate* To quote Lenin, M finance

capital is such a great, s-jch a decisive force in all economic

and in all/international relations, that it is capable of

subjecting and actually does subiect t< itself evon states

enjoying the fullest independence " • out cf their own neces -

s i t ies , at times politically independent states also depend

on the metropolitan bourgeoisie* " Not only small states, but

even Russia,'for example, is entirely dependent economically

on the power of the imperialist f inane- -apital of the rich

bourgeois countries* Not only miniatuie : alkan states, but

even nineteenth century America was ecor. ideally a colony of

Barope, as Marx pointed out in Capital • • • but this has nothing

to do with the question of national movements and the nation

state n 27

Since the question of semi-colony is i-i .': sense related

to the existence of comprador bourgec - ie, < ne way be driven

to examine CPlCML)'s conception of -« mprador bcuiqorisie*
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According to its theoreticians there are two sections within

the bourgeoisie - comprador and notional.28 They tend to identify

all capitalists who collaborate with foreign monopolists as

comprador in character-even the public sector built with foreign

assistance - is comprador in nature- Uut this argument

is simplistic and at any rate inadequate- While analysing

foreign collaborations, cne shculd examine whether such collabo -

ration is made entirely in the interests of the foreign finance

capital or whether such collaborations ore invited to 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 chow its

willingness to sacrifice, if necessary, even the political

independence of our country• If state power is in the hands of

the comprador bourgeoisie, how come the state nationalise

certain foreign firms ? If che Indian state is a puppet in the

hands of the imperialists, how can the s tate shift its t i l t

from one superpower to another and as against the intentions of

both the super powers, the state manages to extend its hand

of friendship to China ? These questions need to be answered

by all those who subscribe to Naxalite ^ -x>logy-

Finally one ..:«-, also make an observation that inheritance

of political st :uc cure of the British jjnj: rr ial is ts , in itself

is not a sin:, cf lack of nationalism on v>o part of nationalism

on the part e; the bourgeoisie- It is wronq to expect that

the national bourgeoisie which is equally exploitative in
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nature attempts to destioy the colonial state structure and

place it by a new pro-people's state- All the changes neces -

sary for the political rule of the bcurgeo^sie have been

initiated immediately after the transfer of pc wer* The existing

parliamentary institutions, with centralised bureaucratic and

military setups have nothing in common with fragmented state2 9

in China before revolution* As Lenin says, " the development,

perfection and strengthening of the bureaucratic and military

apparatus proceeded during ell the numerous bcurgeois rovclu -

tions, which Europe has witnessed since the fall of feudalism "•

Even Karl Marx pointed cut, All revolutions perfected this

machine instead of smashing it* The parties that c< ntended in

turn for domination regarded the possession of this huge

edifice as the principal spoils of the victor "• So, to

expect the bourgeoisie to takelup mission of the proletariat

and criticising it for not doing se, is not a scientific

way of understanding the history

ACADEMIC RELATIVE AUTONOMISTS ;

Except for the scholarly insigi !.~ shov/n by a few soc ia l
s c i e n t i s t s l i k e A* R-Desai, Paresh Chrt, - idhyaya and Srikant Dutt

>into ce r ta in important aspects re le teJ r.o the s t a t e , for

decades, the question of nature of Indiar s t a t e has remained

almost untouched by Marxist academics in 2r. ; a« Even when they

are t c analyse cer ta in trends in Indian p d i ' i ' . 1 ? , they general ly

neglected to take into ccnsideracic n the spec i f i c i ty of Indian

society* Sometimes in the name of c l ^ s analys is , these Marxists
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undermine the significance of the autonomous roles played by

different social forces like castes, religions, tribes and

linguistic groups* Even in the much tniroeted class analyses

a trend of reducing the study of classes to the mode cf produ*

ction or to the question of extent of concentration of foreign

capital, has dominated the left minded academics in India*

Being the victims cf ecenomism, a characters tic typical of

traditional communist parties, trie leftist scholars could not

succede in giving a comprehensive theory cf Indian politics*

As a result , even now the Indicn academic research continues

to be dominated by the liberal interpretations cf Indian polit ics.

However, thanks to the Western debate ever the question

of relative autonomy of the capitalist state, in the recent

period, atleast seme of the Indian scholais have got themselves

liberated from the clutches of ecanom-s.n and instrumental ism-

The necessity of studying the positive and autonomous role that

the state plays has been recognised- Certain studies cencen -

trating on the relationship between the state and the dominant

classes have ccme to light* Though t omprehensive study of

the nature of state on these lines has >ot yet come out, cne

has to explore the potentialities and v/ aknesses cf this trend

in the broad interests of developing Marxis-r Leninist frame -

work to understand the complex role that th•» -ndJen state has

been playing- With that aim, an attempt may b> i.ade in this

section to review seme of the contributions of academics like

K.N.Raj, Hamza Alavi, Sanjeeb Mikherje?, Pranabh Berdhan and

Anupam Sen as for as they are relate to the question of relative

autonomy of the IrKi.un state*



- 63 -

Perhaps the first intellectual reaction to the instru -

mentalist view of the state in India has come from the

wellknown Indian economist, Prof. K.N.Raj. Following Kalecki?2

K-N-Raj has argued that the governments in the intermediate

regimes, of which India is en exaple netxi not necessarily

serve the dominant propertied classes namely the big bcur -

geoisie and the feudal lords* Certain developments in the

post-war world created the ee ndtions which enable the rtate to

play a different role* These favourable conditions include

1) numerical dominance oflower middle classes a t , the time of

independence, 2_) extensive involvement of the state in economic

activities and 3) availability of credit from socialist coun -

tries* K»N»Raj considers that given the conditions, H the

state cculd • • • • perform the role of dynamic entreprergurs,

undertake the basic involvements necessary for economic deve -

lopment, and promote a pattern of amalgamation of the interests

of the lower middle classes with state capitalism "• "' The

state can consolidate its power by gaining a measure of indepen •

dence from foreign capital; by carrying < >.it land reforms and

by creating conditions necessary for a continuous economic

growth- According to Prof* Raj, the lov M middle classes and

the rich peasantry constitute the rulino. class of sucb inter"v

mediate regimes* Lower mî  le classes include,along with

small proprietors in aniculture, industry and commerce, a

wide variety of prof .•;• ; ion al s, doctors, engineers, teachers,

bureaucrats and oth-r: - irrespective of whether they are
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self-employed or work as wage earners- By rich peasantry

they mean capital is t land owners* What brings these two

classes together seems to be their dependence en state

capitalism for their cwn development*34

At abcut the same period, Hamza Alevi has come out with

a different theory cf the t tate in p< st-colonial societies*

In his analysis of the ncture of Pakistan state which he

thinks has relevance even to Indian state,Alavl takesup mere

or l e s s a Structural Marxist view* He. sees the state as a

military-bureau ere t ic structure, relatively autonomous of the

economic structure on the one har.d and the dominant propertied

classes on the other* The specific conditions that enable the

s ta te to play such an autonomous role in the post-colonial

soc ie t ies include i) inheritance of overdeveloped state from

the imperialist power at the time cf independence and 2)

inabi l i ty of the dominant classes and their parties to use the

s tate as their instrument* The state in r.x-h soc ie t ies ,

* mediates between the competing interests rf three propertied

classes , namely the metropolitan bourgeoisie, the indigenous

bourgeoisie and the landed classes*, while at t e same time

acting on behalf cf them al l to preserve the social order in

which their interests are embedded, nar^ly the institution

of private property and the capitalist mod** as the

dominant mode of production "•
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Contribution of Sanjeob .'aikherieo, another relative

autonomist is also worth mentioning. Me sevrns tc be \ ery

much influenced by Poulantzas and iv.iliband* He takes up in

his analysis of Indian state some of the resumptions of

Poulantzas as his hypothesis*0 Liut ir< nically he more or less

adopts ^iJiband's empirical methodology to prove his hypotheses1

According to him, heterogenous character of Indian bourgeoisie

lack of consciousness on the pert of the bo> rgeoisie to

visualise its own interests and their desire to hove political

stability in the country - all these necoss ir>te presence of

a stronger state* Junt like Foulontzas, ho pr->supprr,os that

t'-e state can comprehend the ' real ' or ' true ' interests

of the bourgeoisie* In Sanjeeb's view, the h<urnor-isie in

India sharos the sta-e power with ether d̂  minnnt cJ asses like

feudal lords, capitalist owners and imperialists*

the recent Indian writers, Pranabh Oaj/dhan has

given an interesting account rf the dynamics of Indien state*

He thinks that the general view <f reletive autonomy i» e* t

the s cate acts not at the behest of but for all practical

purposes on behalf of the dominant propertied classes, is

highly inadequate* Opposing the instrumentalist vie1-, he

argues, " There are of course serious constrain/, is posed by

the imperatives of the dominant nroperitory classes but to
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focus exclusively en them is tc ignore the largo of choice in

goal formulation, agenda setting and policy executicn th ft the

leadership usually has and the powerful impulses shaping policies

and actions that are generated within the state feulled by its

conception of national interest1'-" Bardhan repeatedly asserts

that the Indian state is relatively autonomous of the dominant

coalition constituted by capitalists, landlords and professionals*

He attributes relative autonomy of the state to 1 ) existence

of ever developed state"" 2) direct ownership and c< ntrol in

the economic sphere and 3) enormous prestige and sufficiently

uhif ied sense of ideological purpose of the strte elite* This

relative autonomy enables the state to shape the class Align-

ments, provide material basis for the i.ew classes and

undertake' the regulrtmg and development role in the eccnomy*

Finally one may have a look st Anupam Sen who gives an

extreme version of relative autonomy of Indian state* Sen

believes that the Indian state was and is itonomcus of all

classes in India* To quote his own words," " Briefly our thesis

is this : the state in India, conditioned by 1>e nature of its

social formation, was and s t i l l is autonomous, ond this autonomy

has had and s t i l l has a positive impact on the c^sracter of the

economic development and underdevelopment of Indo-J iring the
.?9

pre-British, British and post-independence periods ' • While

autonomy of the state in pre-colonial India was atcriixited to

the Asiatic mode of production, he thinks that co-existence of
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different modes of production - Asiatic, ferdal, ^

and colonial - is responsible for the .autonomy of Indian

state during the colonial era- Tc him, even the pcst-inde -

pendent Indian state enjoys autonomy because of factors like

inheritance of the colonial social formation, state ownership

of the basic industries, support from the petty-bourgeois

elements and failure of the bourgeoisie to transform agriculture

into capitalist undertaking* According to Anupara Sen, at the

time of independence Nehru and his Congress Party " whose

leadership was predominantly mederup of petit-bourgeois origins "

confronted the s tate whxch had " considerable loverpge, free

from any dominant class hegemony, to plan and determine India's

future social development " • Nehru used the socialist rhetoric

to buildup the public sector and thereby strengthened the

eccnomic power of the state and made it independent of economic

subservience to the capitalist class* An.ppm Sen seems to

believe in^,the absolute superiority o4 the state ev-̂ r all

classes* As he himself puts i t , " Tx- state in India mani -

fested itself over almost all classes, iho bourgeoisie, the

peasants and the workers- If i t had ap/ relationship < n the

basis of inputs with any class, it WE. CO some extent with

pet it-bourgeoisie • However in terms of output, i t wculd be

very difficult to locate the state in a:./ class because, as

i t appears, i ts pol^c^es were and are principally directed

towards the augmentation' of its cwn pow.-r *nd not the power:.
40

of any social class " •
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PROFESSIONALS AND BURSAUCfiATS A q_.BiLl^lJXA52S5. :

There seems tc be a strong cpip.ion anv ng the intelle -

ctuals of different shades41 in frvour of including the profes -

sionals and bureaucrats as members of the ruling classes in

India* One mry observe tho tendency even in tho arguments of

K-N»Raj and Pranabh Bardhan* It wuld be interesting to know

how they justify their view-points* Accoiding to Bnrdhan and

K»N«R(-;.j, professionals and buieaucrats constitute a new class

of rentiers* They r.rgue that along with physical ns sets,

possession of certain kinds of knowledge and skill ( for ex*f

administrative, managerial, scientific and technical) she uld

also be considered as private property which has tak ?n dif^e -

rent forms* To quote Bardhan, " if physical capital can be the

basis of class stratification, se can oe human capital in the
42

form of education, skills and technical oxpertice " • In that

case, the" income the professionals and bureaucrats derive is net

wage and hence they are not to be equated with the working

class* K*N-R£j infact quotes ossowsky who says, " The prole -

tar iat is a man who is unprotected from the extremes of exploi -

tation by any special qualifications, which would prevent him from

from being replaced by ancthor worker with equal

physical strength* According to Marx's intentions, this

criterion would exclude the engineer or doctor from the class

of the proletariat" • It is also argued that because of their

privileged positions and accessability to different state

organs, these professionals and bursaucrats manage 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 cf bureaucracy some

of them have increased their capacity to ixiltiply this rental

income ' •

Having gone through all their views, it now becomes

necessary to examine whether all these arguments Y we their

base in Marxism* Though Marx and Engels spoke of the signi -

fie ant role played by these sectionr at various moments in

history they did not clearly ssy whether those groups can be

considered as separate clrsses* Quotations from the early

works of Marx ( as Bardhan doos ) are not enough to state

Marx's position* In such car.es it becomes necessary to fillup

the gaps by enriching the Marxist undeistanding* With that

goal in cur mind, an attempt ir mrde to develop a theoretical

framework̂  which can clearly establish thesfcatus of profes -

sionals and bureaucrats in the social dynamics*

The dynamics cf each aspect of ,ociety depends en the

nature of different social forces at play Infact civil

society represents 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

society* In this context, one needs to comprehend the diffe -

rences bety/een the classes and soci. ' categories* It is neces

sary to define the terms 'classes' r. 'social categories'*
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It is reasonable to define classes as these groups of people

who have similar status in ea nomy and possess particular

ideological outlook and political practice corresponding to

their status in economy.'By social categories, cne may mean,

those groups of people who inspite of occupying different

positions in economy get united by certain other common interests

which may be real or imaginary- Along with social groups like

castes, tribes, religious communities, students, linguistic

communities one may also include the professionals and bureau -

crats under the t i t l e , * social categories'*

Each social category has its own specific interests* In

the process of attempting to realise thoir interests, social

categories also influence the state ?>nd politics of that society*

At times, for their own interests social categoiies make some

kind of alliance with i ne or the other classes* While some of

them align with the ruling clesses, some other keep in touch

with the dominated classes* Theso class legalities may not

last for long* Their own particular interests may necessiete

shifting of their alliance from class to another* The mobility

of these social categories also depends on the ability of the

classes to influence them* The Marxists shculd have clear

understanding of the p< tentiptitles anri dynamics of these social

categories* Neverthless it should be kept in mind that J' in

the ultimate analysis, the determining ft :ces cf the history

of all class divided societies will be cJ , e s - not social

categories*
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It is wrong to reduce social category to any particular

class, for, each sociaj category is in turn composed cf

members occupying different status in economy Since the

economic status and the class cutlcx k and class practice

that they acquire differ from one to another, social

categories represent multiplicity of classes* Hence redu -

et ion of professionals and bureaucicts into any one class

should be avcided*

QU£STIP»J OF POLITICIANS AND JMPERIALISTS ;

How relative is the relative autonomy that the Indian

state enjoys ? on this point there is nc> unanimity among

the relative autonomists* Anupam Sen believes in absolute

superiority of the state in all matters* others do n< t

take such extreme stand* Sanjeeb Mikherjeo considers that

the relative autonomy of Indian state is inv^rsly propor _

45tional^ to the powei of tbe ruling classes* ' While attemp -

ting tc prove this hypothesis, Sanjeob Mukherjee more or

less reduces the state power to tv ' j pc wer enjoyed by the

politicians (that too Congress l^ders) and the bourgeoisie

to mere capitalists* Then he undo:takes to study how tho

state el i te (politicia.is) is superior to the bourgeoisie

in its ability to comprehend and realise the 'true1

interests of the ruling classes* This conception seems

to be narrow even from Miliband's point of view, for, to

Miliband the concept of sta+e el ice is a wide category
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which includes civil servants, military officials, police,

judges and politicians*

Pranabh B r̂dhen slightly deviates from this narrow concep -

tion of relative autonomy Bard nan feels that the Indian

state has enjoyed greater autonomy up to the sixties* But

with the waning of the aura of legitimacy of leaders; failures

in the economic field and constraints imposed by the articulated

interests of the dominant propertied classes, from the

seventies onwards, the relative autonomy of the state is

reflected more often in ils regulatory role than its develop -
46mental role- Though this observation may be correct one

needs to remember thai he is also more or less reducing the

state to the state elite*

Hamza Alavi's position is completely differont from others-

He says thet the state is relatively autonomous of the dominant

classes" namely the metropolitan bcurgec isie, indigenous bour -

geoisie and landed classes* But to him, the s tate means a

'military-bureaucratic structure'* He has many reservations

to include politicians in the strite structure of the pos t -

colonial societies* He thinks that th© politicians in a
47

country like India will only play the role of brokers- There

is hardly any class based political pnt ies in the Third

World- In the case of India, the multi-class characte.r of the

ruling Congress Party and t:..• weakness of the indigenous

propertied classes allow the Indian state a measure of relative
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autonomy, so much so that the state can continue to serve the

interests of the metropolitan bourgeoisie evenafter independence*

This view appears to be very cmfusing* one may rightly

question how the contradictory int3rests of the indigenous

propertied classes and the metropolitan bourgeoisie before

independence suddenly turns into ccmpeting interests after the

dawn of independence* The uonnligned movement is a clear

exemple to show that in some respects, the metropr ) itan bour-

geoisie and indig.?enous propertied classes are antagonistic

in nature- To say that the state is forced by its c,wn objective

position to make certain concessions to the metropolitan

bourgeoisie is one thing and to argue that since the state is

relatively autononuus it can ccntinue to serve the inteiests

of the irjBtropolitan bourgeoisie is another thing* one should

be able to distinguish between the two*

Finally, contradicting Hamza Alavi one may say that by

the time India secured independence, it has witnessed the

development of a homogenous national bcurqo( is class fairly

conscious of its «?c< nomjc and political interests* Thnt the

capitalists havt contradictions within t» emselves sv»ould not

make one ignore tr eir unity vis-a-vis other antagonistic
48

classes* Recent .tudies heve shown that pfter 30*s, the

cgsitalists hrve gradually consolidated theix position within

the Indian National Congress* Moreover, it u&y be made clear

that though Congress war an urnbrella party cf different
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classes and grcups, its leadership from tie 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 Cr.ngress, despite

their contradictions with the capitalists become a part of

bcu^cjeoisie- As politic al representatives of the bourgeoisie,

Indian political parties, especially the Congress Pnrty, played

a very conscious role* To say that all the farsiahted policies

of the state like land reforms, development of public sector,

nationalisation and nonalignment aie inxtiatod by the 'military-

tiureaucratic structure1 and that the Indian politicians only

played the role of brokers is against historic real i ty

INSEAFCH OF MARXIST LENINIST FRAMEWORK :

While analysing the views of t rad i t iona l communist p a r t i e s

and recent academic r e l a t i v e autonomists, an ettempt has been

made in the above two sections to expose t he i r methodological

f a l l a c i e s and conceptual inadequacies* In th is concluding par t

of the chapter, on the basis of cur c i i t i c a l re f lec t ions on

di f fe ren t approaches reviewed scfar , a.i effort may be made to

develop a rn^re d i a l e c t i c a l and more me*; . mcjful Marxist^ Leninist

perspect ive tc the study of Indian s t a t e -

The in te rpre ta t ions of the t r ed i t iona , . .rnmunist pa r t i e s -

the CPI, CPI(M) and CPl(ML) are par t ly econcn. Ir, Lie and Instru -

mental is t in t h e i r content- The Indian s t a t e is character ised
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as 'landlord -bourgeois "state'or 'sei.d-f eudal -semi-coloniplstate1

ja$t: because there exist ceitain semi-feudal and colonial han -

govers in the economy and culture* Relative autonomy of the state

and the specificity of politics are usually ignored- Their mecha -

nical understanding of the Marxian classics and subjective study

of the Indian state are primary causes fcr such diverse inter -

pretations of the concrete reality* Paradoxically, the same

mistakes made the parties arrive at consensus about the stage of

revolution* There may be terminological differences out the

substance is the same* Whether they call it 'National Demc cratic

Revolution1 or 'People's Uenocratic Revolution1 or few Democratic

Revolution', all of them hold that the presont stage of revolu -

ticn should; oe diiectod c>qainst feudrl ism, impeiirlism and th©

big industrial houses ( whereas CPM calJs them big bourgeoisie,

CPI names the same as monopolies and CPI (ML) brands them as

comprador bourgeoisie )• All these parties hold on to the view

that it is dtily the big bourgeoisie / men. polies / comprador

bourgeoisie which collaborates with imperialism and feudalism*

But other sections of the bourgeoisie are progressive, anti- -

imperialist and allies of ' their ' democratic revolutions* All

of them have a belief in the progressive character of the ' ;

national bourgeoisief Hence they attribute non-accomplishment of

the tasks of democratic revolution either to the presence of

feudalism or imperialism or to the big bcurgeoisie; never to

the inability of the national bourgeosie and to the moribund

character of Indian capitalism,
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As a reaction to the traditional interpretetions, the concept

of 'relative autonomy' is gainiig suppr rt among the academic

circles in the recent days* Though th.4s new trend seems to have

certain advantages over the traditional method, it seems one

need not expect too much from this change* At the cutset, one

may observe that there is no noneral tgre^ment among the sub -

scribers of this new trend as to what exactly the term, 'relative
49

autonomy' should mean* As is the csse in the West, different

meanings are assigned to this concept* These academics have

not yet developed a methodological framework necessary for a

vigorous theoretical discourse* They ontertain diverse views on

composition of the ruling classes* More thrn these, it should

be said that their very conception of state is nrt yet crystal -

lised* Whereas 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 application of the Western theories

of state to Indian context may be counter productive* While

the necessity of criticising the instrumentalist approach

should not be underestimated, or.e should also realise that

compartmental studies undertaken in cho West in the name of

relative autonomy are also far away from the Marxian dialectical

method*

In view of these inadequacies in the dominant perspectives

on Indian state, it becomes necessary to develop a comprehensive

Marx ist-Lenin ist framework which may be useful to the study of
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Indian state in all its dimensions* In order tc buildup

Marxist theoretical disccurse, on3 may suggest certain essential

methodological points of departure necpssrry for comprehending

the dynamics of Third World ^ta;e in general and Indian state

in particular :

1« Though i t is essential to tc.ke note of the status of classes

in economy, it is necessary to avc id locking at classes as

mere eci nofiiic categories* Homogenous classes which may be

defines as "groups of poaplo having similar status in production

relations, followed by correspc ndinn ideological cutlook and

political practice " are racily found in the developing socie -

ties* Incase only one's position in productive? relations is

stressed, one conies acre ss a wide strata of people in the

Third VJbrld who can not be grouped under any one class* Hence

assigning more importance to the aspect as to whose class

interest* a member of group is "consciously" serving in day

to day praxis becomes necessary for identifying one*s class

position* The:, term, "consciously1* is important, for, we

should ignore the unconscious victims -.f ideologies and

praxis of ether classes* In this senses even if a member is

not a capitalist, if he or she censciour, iy acquires bourgeois

ideology, then he or she is to called a bourgeois* In case

of mixed categories dominant ideological position and

political praxis may be taken into consideration* These

criteria axe needed to identify class ,tatus of certain

social categories suchas politicians, .^tellectuals and

professionals*
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2- By the terra 'class interests1 we she; Id net mean what

individual meters of the class consider to be injuheir interests*

Class interests in Marxian cat agr ry refers t< the <jjecti>.e

possibility of a class to realise, under the gi^en conditions,

i ts basic urge to hold or ensure that which they possess or

aspdre for that they need to p< ssess* Along with economic

interests, each class shall havo certain political and idot lo *-

gical interests- By the term 'possession', we mean both

material production and realm of ideas corresponding to it-

s' Wide generalisations about the role of the classes - without

taking into Consideration the given context - nead to be avoided*

For example, while trying to understand the dynamics of the

bourgeoisie in the Third World, we should first se? whether

they are initiating policies that lead to widest ,-nd speediest

development of capitalism under the c;i\/en national and inter -

national cenditions- To expect the b. urge, isio in the post —

colonial societies to behave l"J<e t* 3 bourgeoisie of the Western

Europe is net a dialectical way cf lo^kirg at the reality*

4- The word, "comprador11 should net be misuS'xi- All economically

dependent states need not be " s em j-colonies ' <.. "comprador states" <

Some measure of dependent relationship becomes in "itable for

all Third World countries* Among the economically pendent

countries, possibility cf existence of national bouij<v-:U states

need' not be ruled out* The basic ir.sues involved here m e as

follows : whether one willingly accep.-d dependent relationship

or not; whether one made efforts to us^ all available possibili -
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ties to achieve economic self-sufficiency or not; whether all

activities of the bourgeoisie promoted the interests of foreign

imperialism or it also contributed to indirfc?nous capitalist

development and whether or not the class used all its pet en -

t ia l i t ies to fight foreiqn imperialism to the extent its own

national interests are invdved* All these points need to. be

examined to judge the nature of indigenous bourgeoisie*

5* The other aspect is relaced to precapitalist socio-economic

structures* While it is necessary to recognise that the UDCs

are multistructural and lnulti-stratified societies, it should

also be noted that all structures and strata ai e not evenly

developed* Identification of the dominant structures and

social strata is necessary to know the direct.ion of economic

development* If any state is to be characterised as feudal

or semi-feudal, one should first examine whether they acquire

dominant status or play subordinate role to the dominant

capitalist mode of production* The thi.'d aspect is to observe

whether the state policies are perpetuating those feudal or

semi^feudal relations or trying to ctiang*:? them gradually into

bourgeois relation . •

6» It may be notecJ that many a times such identified categories

may not be in ys ence feud?l or serui-feu 1* Traditional

structures LiV.e castes, tribes and .rel^ious communities may

modify th-Ji roles in such a way that t .•.-•/ may not be in

conflict wtth developmental process- H -nee it is necessary to

_know whether such relations are dbstructing the capitalist path
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od development or whether they themsol^es started changing their

roles in the wake of new opoortunitiei; thrc wn open to these

sections in course of development of economy*

7» So is the question of traditional culture- In the Third

World countries like India traditions olay a -very important role

in shaping the Psychological makeup ai/d value preferences cf the

people* Political and economic structures are considerably

influenced by £he traditions* Capitalist development at times

faces obstacles due to certain traditions and cultural practices-

Yet under certain ciJ cuinstances the bourgeoisie itself may use

feudal or pre-capitalist structures* It may L>O the result of

J.ts compromise with feudal elements or for its own political

necessity to divide the unity of tho ..asses* In view of these

different possibilit ies, one should examine the following aspects :

1 ) Do the feudal and semi-feudal traditions remain as ramnants

of the old society, or are there any semi-; -ial or pre-capita -

l i s t structures at the base reproducing the •'•>'- traditions at

the superstructural level ? 2) Does such cul, >;o 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 i t own interests- 3) Finally . rt is the rclo

that the state ays in dealing with these V -'ids of traditions

and cultural v-

In the light of all these guidelines, dynamics of Indian

state may be su.died by relating variations in the forms of

government and political regimes to th«2 changing correlation of

class and other social forces inside the country The role that
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the oppressed and exploited classes play in shaping the

policies of the state may also be highlighted' All those

dimensions need to be examine in the context of the status

that the ruling classes znd the state occupy in the world

capitalist system in general one! the Third Viorld in particular*

Since it is difficult to do justice to all these dimensions

of the state in one work, in this thesis ..e would be primarily

concentrating <. n the autonomous role of the :,tate in economic

development* While the impact of o*her structures and social

categories would be touched wherever felt necessary, the thesis

stresses on the dialectical relationship thaw the state has

with the eccnouic base and different class forces*
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*

1. Normally Indian scholars writing on the lef t is t movement

in India talk as if only CPI, CPl(M) and different factions

of CFI(ML) constitute the lndi&i left* Fiut it has to be

recognised that along with these traditional communist

parties, there are parties like Socialist i nity Centre of
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Ill CHAPTfiE

DEVELftPfcENT fiF STATE MnNoPOl.Y <TJ PITAI 1S/V

INTRODUCTION

In t he recen t y e r r s , some of the Marxist Scholars 1 s t a r t e d

desc r ib ing the presen t s tage of economic development in India

as ' S t a t e Monopoly Cap i t a l i sm 1 . A c lose exsminnt l n of t h e i r

i n t e r p r e t a t i o n s would, hcvevej , shew tbr-t c?xcopt ' t r tho usaae

of t h e term, " s t a t e monop< Jy cnp i t a l ism", they ;«T. o \ ory l i t t l e

in ccnirnrn* Since there is nc unanimity amona the Marxist

scho la r s themselves ?s to wh;1 the term should moan, wo would

be compelled t o s t r t e the problematic within which tho concept

has become a l o g i c a l ne ess i ty* f'ere ±t may :.>o inont-cned thr ' t

t h e Comintern . t h e o r e t i c i a n s sew " s t c t - :iv ncpoly c r p i t t d isrn"

as a stage when capitalist s t r te 1'occr.ios 5ui>o... di^-tod to the

monopolist factions of the bourgeoisie* K>, o-'f >>- tung used

it in a very l i te ra l cense to done te su-tr? controj Jnc state

ownership of industrial ventures in se-mj-f ou'lnl cina sem -colonial

China where the ruling comprador botnooisie -/asicfO ]> cenf inod

itself to trade and usury In the -ost-'-'^r wnrld, oy ' St̂ t"©.

Monopoly Cap i t al ism'Herbert Mprcus -ererr<?ci to the ctr ta > the

advanced capitalist countries which ave become poworfuj ••vio.jgh

to control all aspects of bourc a . ie s.ciety-' Le it be made

clear at the begir og that sjv.ee India is neithoj a semi-colony

nor even an advene xi capital's* stpte, cur use of I -. t :erm 'State

monopoly capitrJ xsm1 radically differs from the a) c ^mentioned

interpretaLions•

Our thoretical unde:.^rGnding starts from Ler.in who saw

'statefcoropoly capitalis:i as a reactionary fc.rrf <y capitalist

system that emerged in the era of imperialism* To r-enin, i t v/as



basically a condition where finance capital had alien iy emerged

and a nexus had started develop-ng oetwoon the state mc-ncpoly ..

and the private monopolies* Thouoh In this era cf monopoly

capitalism, capital ist state t r ies to accommodate interests of

ether factions of the bourgeoisie, in times of crises the s ta te

i # sides with the monopolies- Such a special relationship

is necessitated by the fact thrt the survival c>f capitalism

cannot depend on the pure sorter any more* As con trod ic tions

within the capitalism intensifies, the system itself g< es for

higher and higher fcrms of cencentrr ticn» Mien monopolies

become the reck bottom founcu-cirn for cc-.pitM ism, in the

interests of the capital ist system as n wlu.i© tho state will

be compelled to show special favour to pro tort £nd promote the

interests of the monopolies* Such a necessity L&cfls to

coalescence of state monopoly and privrte monopclie • Sum

total of al l these phenomena signify the stacre of s ta te monopoly

capitalism (Now onwards only S//iC)»

Such a view of SMC is nrt a now air] it ion to Marxis:,- All

Marxist-Leninists have a fair und ?rs -.<xr\6 ing of such developments

taking plr.ee in the Western capitalist Societies* Bu z what

we would be arguinn in this chapter is thnt this SMC is not

peculiar to adVc;; jed capitalist countr^e? alone* Contradict.^ng

the general .sc umptions, an attempt is )(vd* in this chapter to

prove thai notwithstanding its statue as at. underdeveloped

country, 3MC is developing even in count: ie> l ike India where

the bcuiKooisie had come to power after ±yic\ >pendence» It

argues that capital is t development in Indie had already reached



the stage of monopoly capitalism: that the merging ?nd

coalscence of industrial and bank monopolies had given birth

to finance capital ano that a strong nexus had already

developed between the strte and mem nclios, thus consolidating

the SMC in India.

DEVELOPMENT OF INDIAN INDUSTRY AND HANK,^ H i . p u n non N1AL EFA

To faci l i ta te its imperialist exploitation, the British

government introduced mrny fundamental changes in Indian

economy Though the coloni^rs had no intention to industrieal ise

and develop India, in their own interests, they had to build up

railways, establish a few industries hero ;'nd theje and ini t iate

commercialisation of certain agricultural products* Inability

of the Britishers to lock after all activities noi tain ing to

trade and other business compelled them to ciea*"£ fi comprador

native class which would act as their agents* SQ e of the

Indians utilised the business opportunities thrown o *n to

them and began their careers ps traders* For a lcv\; time,

they remained as appendages to the Hritish interests- Mowever,

i t would be wrong to conclude that thov were totally ignorant

of their Indian identity It can be understood from the fact .

that along side 4he British trade associations, many Indian trade

associations y/e i formed in the 19th centuiy itself* Bengal

Bonded Waxehou-.-a (1838), Delhi Hindustani Merchant Association

(1893), The Gtfain Merchants Associatic;n, Bombay Qi'< ' 0 and

Bombay Sucar Merchants Association were scrne <f in* -.>arly
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Indian Trade associations- Indian businessmen did not confine

themselves to mere trade and commerce* In the l?st quarter

of 19th century, Indians gradually started enterinq the

industrial field* To prr mote their interests they evon

organised themselves into associations such as Bombay Mill

Owners Association (1875) and Ahmedabad Mill owners Association

(1891 )# Economic Nar.ionalism that shook the country during

the Swadeshi movement gave impetus to many nationalist-minded

Indians tc s tar t their own industries* Unlike the previous

associations formed on sec-oral bases, beginning of 20th

century saw the birth of many Indian business associations*

Significant among them were Indian Meichants Chamboi and

Bureau, Bombay (190/) ; Southern Inlian Chamber of Co»,Fierce,

Madras (1909); Gwalior Indian Ch :-.jer f Coinrnorce(iQr)^); and

Indian Chambers of Commerce, Lahore 11' ^ )•

In the absence of any enccuraqeme-Tit from the state, Indian

industrialists had to free n.any dif* i tuli ies in the ini t ial

years* The Brt-iaSh government which u-c-1 to entertain belief

in lassaiz ^ai1 j ect nomy, p e id l i t t l e rtcent ion tr the demands

c-f the "adi;-.»i businessmen tc protect the native industry*

How' er, after the Wbrld War I, th& Britishers were forced

tc r e i s e their economic policy Their fear of foioiqn

dominatitn of Indian market compelled them to giv-e ceitain

concessions to native industrialists * The tariff protection

imposed thezeafter, could play an important rele in promoting

the process of indu s t r ia l is a tir n tLM India* Despite several

set backs especially during the pexiod of the great depression



- 92 -

Indian entrepreneurs made considerable progress- Many

were started by the Indians in different prrts of the country

The progress can be seen from the f?-ct that whereas number

of the British grcup ee mpanies increased rT< m 787 in 1^1

tc 798 in 1937, the numoer of Indian gr< up c inpanies during

the same period increased from 172 to 366* Tr qucto the

figures, Indian ccttcn t ex t i l e ccnpanxos incieased frcm M

tc 80; sugar factories from 1 tc 20; iron, iteol and engineering

units from 2 to 7; eddctrical generation companies fic-rn 6 to

22 and Investment and finance companies from 1fj to 51»

Parellel to the development cf Incliar industry, thore was

simultaneous growth of Indian banxing f̂ nd incurpncr? industry*

The growing need for industrial fin arse r.nd indifferent a t t i tude

of the British gc-vernment nocer, r. i tnte J the birth of Indian

banks* Encouraged by the nationalist sp i r i t created during

the Swadeshi me vement, many Indians s t a r t s 1 thoir own banks*

In seme of the British banks, Indians :-.ined as sh?-ie h< lders

and gradually increased their infli.enc /ithin the banks* By

1913. number of Indian joint st< ci ban!' • ^se to 44* Nc teble

among the oldest Indian banks are Punr.iv itional Brink (1894)

Bank of India (1896); Canara .nk (190^,). ..dian Bank (1907)

Bank of Baroda (1908); A C -nurl Bank of lrdia (1911 ).

Despite several cr ises, even the inter-war / e>rdod also showed

considerable progress 3 . r-:»e development of lr.d ian banking-

Seme of the important brri^s estcbli^hod duri:, . -nis period were

Tata Industrial Bank; the A.liarce Bank of Siin] .-• nd the



Travancore National and Quilan Bank. At the end of ,

t o t a l number of a l l banks — Indian and Foreign - sto* d

around 680 . 7

BEGINNINGS oF MONOPOLY TENDENCIES:

At t h i s l eve l , i t should bo nc ted that the nr.tuie of

c a p i t a l i s t development in India rad ica l .^ differed from that

cf the advanced c a p i t a l i s t ee untr ias* Since crpitpl: ' un

s ta r t ed developing in India p.t a staqe when capital ism

as a world system had already rear-hod the staqe cf imperialism,

the l a i s s a i z - f a i r e modeJ of development became c o s d e t e in

India- So within a short period, indigenous capital ism had

to exhibi t monopolist tendencies* Tne ne or.r, i ty cf Indian

businessmen to compete with the Bri t ish . nci . th or r ore iqn

firms forced them t r form c fir-1 el 2 .md tr'r.tr-» ••»• if d ic

f a i l u r e of the banks and indust r ia l c r ises mod' 'horn understand

the necess i ty c f pooling the i r resoui ^es* Ind irvc t ly the

Br i t i sh gc vernment also oncour^qoci tho c'oveJf pm.:.nfc c/" nv n< pol ies

for t h e i r own adminis t ra t ive convenience • ^anag-Ytj Aioncy

system also considerably contributed u tho concenf^a i« n
Q

of capi ta l* Many cf the leading companies took advantage

of t h e i r superior strength <jnd ee ere ed the s e l l e r 01 cs to

submission or eliminate? them from cempetit <n« In .fine cases ,

by possessing the vdrt-tua holding shares, c -rtnin .. -•• j s t r i a l

houses controlled m; ,y companies* For e> 'pie, T a t - were

Controlling TISCO, ./-'^r, Tgto .-Hydropoi" •£ C-ntir:! - . . :•
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. 5pg», . asXcutti:. !il.&ctricr.l 9 , . n r > l y A n i h r a \ a l loy F-Moct"

and o thers* Some of the ear ly business c rgpnisr . t icns which

could be ca l led t r u s t s or c a r t e l s are Indian Juilfe Mi]Is

Assoc ia t ion , Sugar Syndicate , Cement Marketing Company of

India and Ass. c i a ted Cement companies (ACC). AS a r e s u l t of

such process of development some cf t ) e lo.xlinq lnd-?n bus iness -

men emerged as monopol _sts* Notable ?monq th om were T ;•,-,

Bi-rlas* Shr ixam, S> •;J!<'<'-a, Mafat-'S.!., v.al ~\\M\<\ t-nd M-'"']^- '. .J*

Number of companies they had t h e i r paidup cap i t a l and t o t a l

a s se t s a r e shown in Table I*

As a r e s u l t of mergers and amalgamations, mrnopolies

emerged even in banking and insurance s s c U r - A I r r ^ e number

of amalgamate ns t i ck p lace cf te r the :>nnking c r i s i s of 1913.

In 1921, t h r e e Presidoncy Lrnhs vei Q anpJqaMaLtid to ^crm

Imperial Bank of India* In 1^2?, Tatn Indus t r i a l Bank merged

with Central Ba^k of India* To p ro tec t thoia i j i t o r^s t s ,

insurance cc-nipanies a lso formed t h e i r own a s soc i a t i ons - Wotanle

among them were indAan Insurance Conpan i« s Associa t ion , Ca lcu t ta

and Indian Life Insur^'-ce r f f i c e Assoc-r:ti« n, Bombay* After

t h e pass ing of insurance Act of 1?38, U,JA ing process gained
9

momentum in t h e f i e l d of msura .y-

All t hese monopolist t e n a n c i e s weie f u r t he r encouraqed

by t h e oppo r tun i t i e s threw: open by the Seo-nd Wor]d Vter-

War p repa ra t i ons of the .^ x t i s h e r s , ce^sptJ ' r i of fore ign

competit ion ?-o dependence of B r i t i s h ĝ  ver-, sent on n a t i v e
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TABLE - I

COMPANIES OF DIFFSPSNT INDIAN GRrups

Group Number cf Paid up Capital Total Asr,ets
r m«->«•!,•* r- ( * n thousands) ( in tin use

1 . Tata

2. ACC

3. Birla

19

3

60

4-

5 .

6-

7 .

8 .

9 .

Dalmia

Shri Rem

Scindia

Mafatlal

Walehand

Mangaldas

15

4

10

12

11

13

249,100

70,600

43,000

24,000

28,300

18,500

1b,400

12,701

10,100

624,200

8 6 ,

4 8 ,

* '%

2 1 ,

:<6,

zx.

18,

800

rJ00

100

600

60'^

^ 0 0

1 0

0 >

Sou fcc e : Claude Markov i t z , indian^Ek. 'oss and N a t i o n a l i s t

P o l i t i c - *9? 1-39 o r i e n t Lc an, 1985 P. 192-19?

« • •
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i n d u s t r i a l i s t s led to horizontal as well as v o r t i c l expansion

of Indian i n d u s t r y For effect ive interact ion with goernment

Indian c a p i t a l i s t s formed organisations such as Indian Paper

Makers Association(1939 )f Indian Engineering Association (1939)

Rerolling Mills Asscciaticn (1941) f,nd Federation of Woollen

Manufacturers (1942). During t h i s period, the bin business

floated a number of companies to meet various c iv i l ond mi l i ta ry

needs cf the government. Inf la t ion, speculation arvJ blacl'

marketing led to fur ther concentration in industry* With

super p ro f i t s that they could secure, certain leading Indian

c r p i t a l i s t s competed to take possession of many fr reign

companies by offering frbulous prices* Similar developments

took place in the f inancial sector JISO* Rospondinq to the

recommendations of the Control Banking inquiry Cci... i t t e e ,

an a l l Bankers Association was form<:?d to face competition from

fc reign exchange banks* In the middle of 1f?4°'s rnnr •

i n d u s t r i a l i s t s took possession of insurance cr mp an ie: so that

they could eas i ly d iver t funds for t he i r industr ial '.

The big i n d u s t r i a l i s t s l i k e Birlas floated the i r own

and investment companies* Thus before the dawn of independence

i t s e l f there began the era of fusion < • janking and indus t r ia l

capitalisTjin India*

FOUNDATIONS OF MIXED ECONOMY ; BIRTH 0: STATE CAPITALISM

The course of c a p i t a l i s t development a f te r "'-Henendonce

needs an analysis of th., class character of the na t i ona l i s t

movement in India- In. iii 's freedom s t ruggle was in i t i a ted by
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the nationalist instelligentisi'a which was basically liberal

in its outlook* As a result evei^if the capitalists aid

not take the lead, the nationalist nv vement frcm the beginning

remained predominantly bcurgeosis demccr atic in its content*

Such bourgeois ideological hegeony was quHe conducive to

the development of Indian national bourgeoisie' 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 momertJLt consolidated its

position it began to play on rctive role in the freedom

struggle and by mid-thirties it became the most influential

class in the an t i - imperial is t front. After the second v* rid

war, Indian bourgeoisie played r. key ro3 -» in the? tif-ns^er

of power* Since the capitalist class AVIS a well organised

homogenous class, at the time of independence, it alone had

the ability to attain state power- Though its relative supremacy

gave an opportunity for the bourgeoisie to attain political

power, its position vis-a-vis other classes was not very

comfortable at that point of time* At the tii.<e of independence

the rurel society was s t i l l dominated by semi-feudal relations

of production* Foreign capital s t i l l had greater he Id on

Indian industry* Despite the prcgress u.i. t i t could meke

during the II world war, Indian industry as such was yet to

gain ascendency over the traditional secttrs* In 1948, the

share of Indian industry in the naticn-. income was ^7%

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

share of the organised industry was orly :>ne-f ifth of the
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total- In 19^1, only ^3% of the work ir.q pbpuletim vas

in industry whereas 13% of them remained in agriculture-

Average income of the capitalists was net far above the

average incc.me of other powerful groups- The b?sic

infrastructure necessary fcr development of capitalism was

very much lacking* The private sector wr.s too weak to

undertake any large-scale industrial is a tic n on its own,

pprticularly in the key sector* The capitalists did not

have enough finance,technology and entrepreneurial expedience

for establishing large scale industries whj.cn needed long

gestation periods*

Indian bourgeoisie end their political representatives

were not unaware of their weaknesses* Hence even before

independence they sought to give general quidilnes for

planned economic development to be implemented in independent

India* Both National Planning Committee *nd the BomLoy Plan

understood the necessity cf active participation cf the

•State in promoting economic development of the nation* State

ownership and state management of the key sectors were accepted

by both of them* To them, state intervention was welcome

so long i t did not aim at any radical changes in the relations

of production and property .vmership* Such a state sector or

state regulation was seen o l y as an instrument for promoting

capitalist development -!.i -rndia-

Accordingly when independence was achieved, the government

initiated the policy of mixed economy- The Industrial Policy
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Resoluticn of 1948 classified the industries intc three categories:

1) the f i rs t group included strategic industries; for example,

arms and afmmunition, atomic energy, railways etc-, 2) Second

group included industries like coal, iron ;nd steel, air

and wireless apparatus etc*, where the existing private

concerns would be allowed to operate but the establishment of

new undertakings would be the rosronsibi] ity of the state and

3) remaining industries where the private entrepreneurs would

be allowed to operate subjected to the governmental regulations

and control-

In the wake of Second Fi\e /e-r Plnn which intended

to industrialise the coi ntry by establishing heavy industries

in the state sector, a modified industrial policy rosoli tion

was adopted in 1956* According to it , there would be three

categories of indust r i^ : - 1) Industrie:. he further

development of which would be the exclusi e concorn of the

.state* eg : Defence, telephones; telegxapls wireless, heavy

plant and machinery, generation and dis trib^iao • of electricity

et - , 2) Industries which wouJd be pj^qrossi/eiy sta..e owned

but in which the private enterprises would conti o to operate

eg-, Machine tools, fert i l isers , synthetic rubLe , read

transport, sea transport, ferrcjs alleys nnd tro. c>nd "5) other

remaining industries are left 00 the initiative of .-••e privrt©

sector*

From secc rd pl^n on\ ards, gradually allocations Cci the

public sector increased* Number of indt 3tries in iJ->-fonce

(HAL, b£L, BEML \ Publ ic Utilit ies ( P^T, Telephones, S) ee tr ie ity
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and ftailvays), priority sectors (HMT, BHEL, Notional Coal

Development Corporation, Steel Authority of India), Shipping

(Hindustan Shipyard, Vizag Steel Navigption Corporation

Ltd,), Trade (State Trading Corporation, Central Warehousing

Corporation) and hotel industry (Ashoka) came under the

direct control of the public sector- Development of these

public sector undertakings m?de the state an industrial

monopoly*

Establishment of such s^nte mcnrpol) vr.s never conceived

to run c< unter to the interests of the priW'Ce capitalists*

Injf act with Indepen<-i enc«>, industrial monopoly which ,->lr ?ady

had its re ots in the colonial porir-d xoild secure bettor

conditions for growth and develrrvnent, the q< vetrrnent enacted

many acts such as Indus cries (Development <% Reqaltf-fc ion ) Act,

1951, Essential Commodities Act (iQ'.f;), Companies AC+ (1"?56)

and J l̂onopolies and Restrictive T-ade Practicoc Act U970)

.in order to control and regulate the activities of the

private capital.* But the government 5 imjltanerxjsly in i i i t <j

many policies which encouraged the development of private

monopoly capital- Tariff walls are built around the country

to assure protective mar;>et to Indian Industry Necessary

infrastructure is created by establishing the basic

industries and by widening transport end market faci l i t ies

throughout the country The result rav. be undeietood from

the fact that whereas the capitalists grew numerically at th©



ra te of 1*5# per year between 1903-04 and 1946-47; between

1948-49 and 1966-67, the figure rose to 7.3* per year*

Total number of the middle and bigoer capital is t owners

in 1967 was around 1.76 millions.1 1 Within the privrte sector,

monopolies could take advantage of government's licencing and

taxation policies and developed at a rapid pace* In 1967-68,

75 leading industrial groups controlled nearly 53.8/ of the

total assets of the private sector- The qovorn;:iental sources

show that in 1972, 853 companies registered under MRTP Act

had net assets of Rs»4f-47 crores and tcnethor they accounted

for 80$ of the aggregate value of che trta] companies in the

12
private sector*

CHANGES IV THS 3ANKJT! STRl'Tl'; .E B?~( " F: NAi'Ĵ  "V LJ3/TI( Nf

Generally whenever the quest.un tf iii. ; >poly was discussed,

Indian Marxist scholars only tcr.k account <>f idustriPl monopoly.

Concentration of capital th?t simuJ tanoousi; tf nk plrce in the

banking and insurance sectors was aenerally ignored* Even

those who talk of s t? te capitalism in India, paid l i t t l e

attention to s ta te control and s ta t t ownership of Linking and

insurance institutions* But our undecsLanding of the present

stage of dtv - _.pment of economy remains incomplete, if we

fa i l to a ialyse the significance of th -1 changes that took

placp in the banking structure aftetf t'-ie dawn -f independence*

/• • alqamationj^ In the early yeers of independence i tself , the

ln< ian government understood the necessity of amalgamating

sirw. 11 and weak banking ins t i tu t iu n -> and insurance companies
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so as to make them economically viable* Hence the Rlil

encouraged voluntary amalgamations from the very beginning*

The process gained momentum, with the establishment of the

State Bank of India (Sul) in 19fb* A year after, Life

Insurance Corporation (Lie) came into existence with the

merger of 154 Indian Insurers, 16 non-Indian insurers and

75 provident societies* In 1957, oriental Bank Ltd

(Kottayam) amalgamated with Kottayam Bank Ltd; and Corporation

Bank Ltd (Bijapur) merged with the Union Ban1: of Bijapur

and Sholapur Ltd (Bijapur)* In 1958 South Indian National

Bank amalgamated with the Bank of Now Iidia (Trivandrum);

Hind Bank with the Bank of Baroda and Reliance F\jj-ik of
1 ^

India with the Bank of Madurai* ^ In 1960 the SBl. took over

the business of certain state associated lanks like Bank

of Baghelkhand and Mayurbhanj Stdte Bank* In th«*t / -ar itself

the Eastern branches of Lloyds Bank were merged w-th che

National and Grindley Bank*

Failure of two scheduled banks ir i960 further speeded

up the process of amalgamat jnns» Bankina Companies Act was

amended to confer more powers to the RW I to £ ̂ construct and

if necessary, tc impose compulsory amalyamei ienn̂  of weaker

units* Care was taken "b see that weak inst i t tions were

merged with financially sound and well organised units* As

a result of such broking policy more than 200 banv< */^re

amalgamated between i960 and 1967. on the whole, oet-oen
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1953 and 1967, 86 banks went into voluntary liquidation,

56 banks were compulsorily liquidated and 10? banks ceased

to function-

Concentration Capital: As a result of amalgamate ns, mergers

transfer of assets and liquidations, a few string commercial

banks could develop at the cost cf other "Weaker units* Total

number of banks got reduced from 423 in 1956 to 109 in 1969.

Branches of non-scheduled banks declined from 1,100 in 1956

to 200 in 1969. During this period, branches of the scheduled

1̂banks were almost doubled. ~ Aggregate deposits of scheduled

banks before national is a ticn stood at Rs.3,400 cro: v.,

while those of non-schedulecl banks wer« around Rs.*/ ..rores*

Even within the scheduled banks, <srme of the biq bank had a

clear odqe over others* I t is said that f i e majci banks

together accounted for 60# of deposits an< 0# of advene >s

inspite of the fact that they accounted for < nly 14^ of -tne

to ta l paid up capital -

Branch Expansinnr In addition to the inctfeise of bank di.in s i t s ,

the independence v eriod saw considerable expansion of t^:ning

f a c i l i t i e s ~n I.idia* Failures of the r^ lvate banks to e'; *nd

the i r branches in the unbankeJ aieas com/celled the ind -.oiident

Indian s t a t e to nationalise the Impend Bank. 4...TH* State

Bank oi Indija(SBl) that appeared ir i ts placet, duly followed

the recommendations of the Rural Ci^dit Survey Committ >©•

Betwt**- 1955 and 1967, the SB1 ard i t s subsidiaries <••<•.trblished

nearly 1500 banks* Number of bro.ieh^s of the privrto ••̂ i
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banks a l so increased from 4,151 in 1957 t o 6,133 in 1965-

At t h e end of December, 1968 ie«, j u s t before n a t i o n a l i s a t i o n ,

four t een big banks toge the r had 3,697 branches in d i f f e r e n t

p a r t s of t he country. However, befc ie na t ional i s r t i o n ,

branch expansion was very uneven- Most of the branches were

opened in metropol i tan c i t i e s or urban cent res and many of

t h e r u r a l and semi-urban areas W3ie not properly covered

by t h e commercial banks•

NEXUS BETWEEN INDUSTRY AND BANKS

With t h e growth of bank c a p i t a l , t he nexus between

banks and industry got fu r the r strengthened- As i t was

already pointed out some cf the leading i n d u s t r i a l i s t t

s t a r t e d t h e i r own banks with inbentinn to use tiio bank

resources for t h e i r i n d u s t r i a l expand i/n» on t l o o ther s i d e

accumulation cf huge c a p i t a l led some of the orr.in it bankers

t o secure huge shares of tl.p o i p r r a t e i n d u s t r i a l Ix.dies

e i t h e r d i r e c t l y or through cJ ient^« The nexus w"-s f u r t h e r

s t rengthened by t h e intetflcoking of d i r e c t o r s h i p s • Jus t

as some of the i n d u s t i i l x s t s were represented . \ dec i s ion

making bodies of f i e banking i n s t i t u t i o n a s including the

RBI, many d i r e c t o r of t he banks a l so acted BS t h e d i r e c t o r s

of many indus i r i e s* Raj» K» Nigam.-'s study in tho ear ly 60 f s

brought o'it m^ny f a c t s on t h i s aspect* He showc; tha t 188

d i r e c t o r s of 20 top banks held 1,940 d i r e c t o r s ' ips in

1,30Cv companies and con t ro l led more th n ^>0^ of t: f? paid up

cap i t? 1 of the e n t i r e p r i v a t e corpci&te sector* Tfi« study
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TABLE - I I

N PATTERN OF DIRJ=CTnpS,HIPS K ÎJ? 1'J OTH5R Cr.ttPANIRS

BY BANK DIRECTORS

of t h e Bank Number of Number of Di rec tors
Directors in o ther Companies

1• Bank of Ind ia
2 . Central Bank of India
3- Bank of Baroda
4» United Commercial Bank
5« Punjab National Bank
6. United Bank of India
7- Andhra Bank
8. Union Bank of India
9« Oriental Bank of Cormerco
10.Bank of Maharashtra
11*Indian overseas Bank
12-Indian Bank
13»Devakaram Nanjee Bkg« Co*,
14»Bank of bihar
15»Canara Banking Syndicate
16«Canara Bank
17.Hindustan Commercial Bank
18»Canara Banking Corporation
19.Bank of Madhura
20.Bank of Rajasthan

Total:

4

10

12

13

9

13

12

10

12

9

7

11
0

7

11
9

5

8

4
6

188

174

108

198

144

65

150

35

110

95

79

«7

<M

44
33
?1

28

20

11

10

4

1,452

Source: Raj»K» Nigaw interlocking of Diiea:orshJ4D between
Banking and other Conpanies 1962-tE"

• # #
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disclosed tha t one of the directors of the Bank of India

was the d i rec to r of 1b 1 companies* Another director of

the Bank of Baroda worked as the d i rector of 172 companies-

Directors of 5 top banks numberirg 55 held as many as 689

17
directorships in various private limited companies*

Alongside such di rec t interlocking of banks and industries

• «. there developed invisible nexus between the monopoly

houses and the public financial ins t i tu t ions- Report, of many

committees in the s ix t ies - Cstimrte Committee, Industrial

Licencing Policy Inquiry Committee, Monopoly Inquiry Commission -

proved tha t ee ns id er able shevre tf credit fr<.: 'DBI, 1FCI, 1C1C1,

and other banks were availed by a few big indy 'al houses* a

The very c r i t e r i a th r t these banks adopted in ci ' al locations

favoured the growth if industrial in nop^lies*

SIGNIFICANCE OF NATIONALISATION gF BANKff:

The nexus that developed between the banks and intiut.-t^ial

monopoly houses wt uld not have created -much resentment cWor, ] the

public if India had not witnessed the wor: i* ?conomic crises of

the mid-sixties* Industrial stagnation, f a i lu re of agr icul ture ,

growing unemployment problem - e l l these had considerably influe •

need the social nnd po l i t i ca l s i tuat ion in the mid s ix t i e s*

The rural r i rh was dissa t is f ied with the bias the s t a t e e l i t e

was exhibit ing in allocation of fun^s for the indust*,- Dissatis

faction o'~ the rural r ich mad*» thê fi a-ser t the i r str«.^ ;th in

1967 elections* This factor was vev̂ j crucial in the dV e""t of

Ccngress Pe£ty in seme of the Northe-in s tates* V/ithiv .he



industrial sector also, small traders^small industrialists

were dissatisfied with favouretism shown to monopoly

houses* They were very much insisting on state protection

from the big business* Inflatitn, poverty and unemployment

adversely affected the lives of comi.on people* People's

dissatisfaction with the government's policy forced them to

come to streets and voice their resentment* Among them,

workers, peasrnts and youth were increasingly becoming radical

tn their outlook and actions* Naxalite upsuroe 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 ownership* As such, there w?>s

overall crisis within the system* Thj ruling dasr.es hnd to

overcome these multi-iiiniensional contradictions in order

to legitimise their power* To handle this ciiticu] '"itueti/n,

the state was forced to restructure the economy, oi Course,

without radically affecting the existing property rel. tienships*

Meeting such a necessity itself needed many changes in t.ne

economy* one such significant change resorted to by the stato

was nationalisation of banks*

InCfact, the Banking policy of Indian ((comment had

already assigned many powers to the RBI to contiol and regulate

the activities of commercial banks* As such it Wc<s not at

all difficult to move a step further to change the

ownership cf the banks* Even~if thp -tate was to

compensation, financial burden on the state exchequer v;as not

so big* It can be understood frcm iK- fact that to . 1 paid-



up capital of 14 big banks was only Rs*28«5 crores - about

1# of the total deposits of the banks (ie*, Rs.̂ 7&0 crores)
18

in 1968. Thus objecti\ely by the end of 60's the stage was

already set for the nationalisation of banks*

Though economic si tuat im was already ripe for nationali-

sation, the actual timing of netir nal is?tion was decided by

the political events* It wrs the period when Mrs* Indira

Gandhi was desperately trying to assert her supermacy within

the Congress Party In order to fight the syndicrte group

vithin the Congress, i t was necessary fci her tc win ever

the people to her side* She very clearly played her role

in Bangalore session of All India Congress Corv imttee by

introducing the demand for national is at kn of Lot. kr» Her

arguments that nationalisation would enable the state to diyert

i ts funds fcr the benefit of the poor and weaker secHo-rr, in

the society and bring about democratic socialism in ti>e country

could attract the imagination of the people* She projected

the necessity of effective ii.plementatacn of planning,

reduction of regional disparities and the promise of adequate

credit for agriculture as other objectives <f nationalisation-

By and large, people who were locking for a c'wnnqe endcrsed

her views* Though the : ">ghist parties like Sw.. t&, •-.re and

Janasangh opposed, Mr • Gandhi could secure the suoport of the

CPI and Praja Socialist Party Taking advantage cf th progre-

ssive image thr.t she could gain betause of her insistence on

nationalisation of bauKs she took away f msnac.e portfolio

from Morarji Desai and initiated the necebsary steps for *.!.<>

nationalisaticn of the top 14 scheduled covm^rcial banks*
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DEVELOPMENT cF BANKJjjG s m i c m i R c AFTF-R ry\rRMA,l I

Though nationalisation of banks could not change the

capi ta l is t content of the banks as such, i t did introduce

many significant changes in the banking structure* Professional

touch was given to manaq ?ment and representatives of the workers,

artisans, peasants and depositors were included amt ng the

directors of the banks* Public Sector banks boctime one of

the biggest employers* Employment in banks increased from

2.3 millions to 12 millions in 1983-84* The SDI itself

employs over 2,50,000 emplcyees*

Branch Expansion_* Enough att ,enti«-n was pi . ' to expand the

branches of commercial banks* As e result, '. total

number of branches of these banks increased fr< .3,620 in

1971 to 53,287 in June, 1986* Most of the bank -ere opened

in rural and semi-urban areas (Table 71) The SB} h i ts

seven subsidiaries have more than 10,90° branches* ranchj^s

of the SB1 and its subsidiaries alone c« . -itute n. 30%

19
of the Public Sector Banks*

Deposit and Credit Po' icies ; Credit policy of the commercial

banks was modified to divert more funds to the priority sectors*

Keeping in view the anti-poverty programmes of 'he government,

credit for agriculture increased frcm 4*8# in •'>*> to 16*3#

in 1985* Dur'ig the same period the credit flow ror the

industry fe l l from 64% in 1966 to 4 7 - ' ' n̂ 1985. iwjqregate

deposit of the scheduled commercial tar.^s increased from
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Group 1969
JUNE

1* Rural 1032

2 . Somiurban3322

3- Urban 1441

4» Metropol is 1611

Total:

Source:

8260

Reoort on

TABLE - III

;TRIBUTICN OF a /.

Percentage
to total

22.4

40.1

17-fS

20.0

100
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29,703

10,585

7,209

53^287
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56

0

1

100
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RBI Bullet in
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Rs-5,906 c ro res in 1971 t o Rs.1,00,964 crores in 1986. Their

bank c r e d i t d u r i n g . t h i s period rose from Rs.4,684 crores

t o Rs-60,551 c r o r e s . Total depos i t s of t he SBI alone increased

from F^.226 crores in 1955 t o 29,729 crcres in 1987.

During th fit pe r iod , i t s advances raised from Rs* 106 crores

t o Rs-20,677 c r o r e s - 2 1

PRc-GRESS OF INSURANCE SECToR: Along s ide banking s e c t r r ,

insurance i n s t i t u t i o n s of Central He v eminent a lso showed

s i g n i f i c a n t development. Total business of L1C increased

from Rs-1,475 crores in 1957 to Rs.o0,795-17 crores in 1987.

During t he period t o t a l number of po l i c i e s rose from 56«86

lakhs t o Rs »290.80 lakhs and t h e i r inves- . bZ e funds showed

a sharp inc rease frcm Rs»381-90 crores to l s - U , 8 1 2 . 32

c r o r e s . Total income from investments in i 9 t 6 - 8 ' was '. .

Rs*1334*17 crores* Similar ly aggregate un i t et, Hal of t he

Unit Trust of India (UT1) rose to Rs-3,708 crores by he end

of June, 1987. Total i n v e s t i b l e funds of t he t r u s t increased

from Rs.24.7 crores in 1965 t o Rs.3118 crores in 1987. v

DIVERSIFICATIONS OF THE FUNCTIONS OF THE BANKS:

With t h e expansion of banking f a c i l i t i e s and with the

accumulation of b,.nk c a p i t a l , t he re aroi he neces s i t y of

d ive r s i fy ing t h e functions of the banks* Accordingly,

divisic^n of ^ vk took p l ace within the Ind i n banking and many

s p e c i a l i s e d banks were es tab l i shed t o c 3 ter to -the needs of

t h e industry and trade* Whereas the SBI and othor
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scheduled banks were basically involved in mobilisation

of savings, development banks like Industrial Finance

Corporation of India (iFOl), Industrial Credit and

Investment Corporation of India (ICICI), Strte Finance

Corporation, Industrial Development Benk cf India (IDBI),

Export Credit Guarantee Corporacion (EOGC) and Emport-

Import Bank (EXIM BANK) startod dea.1 ing with industrial

financing and export prrmotion activities*

Industrial Finance Corporation of India was established

as early as in 1943 itself to provide medium and L ng term

loans to industry* Some cf the major functions of the

banks include.i1 1 ) guaranteeing loans raised by the industrial

concerns; 2) subscribing shares and debenture: o" industrial

concerns; 3) underwriting the issue of stccks, shares

bonds or / , . . . debentures by industrial concerns <and

4) extending guarantees in respect of deferred pft/m its*

In addition to 1FC1, State Financial C< rpcrati* ns we o

started in every s ta te to neet the nee^s of small $vd

medium sectors of industry Apart from them, the ICT;!

was set up in 19f5 with the help of the World Bank 1̂ order

to encourage and assist industrial investm-.-nt in t) •

private sector* The XCICI lends long ta. ;:• . . rnd ...e

term loans in rupee, and foreign currenci =; to private

industrial concetw ;̂ which normally involve foreign

collaborations



Industrial crisis of the mid-sixties however necessitated

a bigger organisation to undertrke industrial financing,

snd export promotion* Responding to those nece-sities,

Industrial Development Bsnk of India was setup in July 1964

as a subsidiary of the RBI- The IDB I coordinates the acti~

vities of other financial institutions including the commercial

banks; supplements their resources; plans and promotes

industries of key significance and develops and ei.ftrees a

system of priorities in promoting .. 'urther industrial growth.

Apart from these institutions spocialisod in industrial

finance, some other financial institutions such PS ECOC and

EXIM Bank came into being to finrnce export rolrtod activities*

The ECGC issues insurance policies to Indian e'< o ters and

furnishes guarantees to banks providing prc-shi: • \l and post-

shipment credit facilities* The EXIM bank was o&taM is hod in

1982 to ensure integr?t«J and ccordinated approach to the

problems* EXIM Bank promotes export of ~.\oita] w.d technology

from India* It extends credit facilities to diffr.-rfent kinds

of exporters to enable them to comp et:, iti international

mark ets•

In additior to these banks the Life Insurance Corporation

of India (L1 •:) n̂d Unit Trust of India (JTI) also play key

roles in aev ilopmental activities* They ™d i l i se savings by

floating different schemes and invest in private sector

undertakings by purchasing shares and debo. ti.es*



- 111 -

SUPREMACY OF FINANCIAL INST inn

In the era of monopoly capitalism i t beer mac extremely

d i f f i cu l t for any individual industr ial is t to float or

expand any major industrial ventures without the assistance

of f inancial inst i tut ions* Inadequacy of their own resources

and periodic crises in capital market compel even the

monopoly houses to depend on banks* In India nearly 1/f>th

of the industrial financial needs are now mot by the Public

sector banks* More than commercial banks, specialised

financial ins t i tu t ions l ike IDB1, 1FC1, UT1, 1C1CI emerged

as potent ial financiers to Indian indur>. ial sector* Loans

disbursed by a l l financial insti tutions cowb/ned in 1986-87

to ta l l ed Rs*4,517-9 crores sn-'J thei r indirect* and direct

subscription to shares and ci t-entures amount ».• Rt*754

crores* (See Table IV)

Aggregate financial asisl<?nce suncti'nod by t <: IDB1

rose from Rs*3,673 crores ir 1935-86 to Rs.4,481 CT< . r in

1986-87* The cur:.. la t i ve assist nee sancti/nod and disbar, od

by the 1DB1 s ince i ts inceptio-. to the end of March \^'-l

aggregated R' • ,680 crores ar, i lis.16,454 crores respec t ive ly

As on MP h i 989, IFCI has sar .!. 1/ned Rs*6,546*79 crores to

f ina\ce 3,159 projects* In the cumulative picture , t e x t i l e s .

eluent,, f e r t i l i s e r s , iron anc 5teol and fei£ou- al loys,

synthetic and man-made f ibre id sugar emeicj -d as the

largest beneficiaries of the JFCl's assis tance having

deimed together 48# of the -tot ji assistance. In '938-89
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TABLE - IV

ASSISTANCE

Institution

IDB1
IFCI
ICICI
IRBI

DisaJRSED BY TERM LENDING

1986-87

Loan disbursed
(in Crores
of
Rupees )

3 ,

LIC (Excluding
Short Term Loans)

un
GIC and its
Subsidiaries

Total: 4 ,

,054*0

448.4

671.0

94.6

109.8

110.7

29-4

f>17.9

Underv.rit
& direct
subscript
to Shares

29.4

10.9

24-^
mm

280.0

306.9

102-2

753.9

JNST1

ing

ion

TVTJrMS

"•""ToTAE
(In Crores
of
Rupeoa )

3^83.4
4D9.3

695.f)

94»6

389.8

4-17-6

P, -.
5271-8

Source: Report of Trend and Progress of Banking in
1986-87

* # *
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private sector which has always been a prime-benef iciary of

the financial assistance fr^m 1FC1 right from its incepti/n

claimed Rs*105?*40 crores (79% of the tota l ) for assisting

501 projects* Assistance to the joint sector in that same

year was Rs*135*41 crores*

The L1C and bTl emerged as the bic;qest buyers of shares

and debentures in industry* In 1971 itself L1C was ranked

among the top 10 equity holders in A0% cf the 332 industrial

companies surveyed* 7 UC has invested in 328 large group .

companies registered under section of 26 of MRTP Act, 1969*

In 1987, the total investment which am unted to Rs*739.75

crores accounts for 60# of its total investment-: in the

private sector* i . Out of the total investible iunds of

Rs* 4,494 crores in 1987, the UTI invested Rs.62: c*-->res

(13*9#) in equity shares, Rs* 10 crores (^2%) in preference

shares, Rs* 1761 crores (39.3^) in debentures and b jla ee of

Rs«2086 crores (46>6#) on advance deposits against

commitments, unsecured short term depo-r. t1; etc*, and o •<• ••••r

investments with banks and governments

In the ini t ia l years, the financial Institutions were

satisfied with the returns that they vs&d to get in the form

of interest rnd profits* But as their investment: increased

they bega*\ to cake increasing interests in the management

of the .on-erned industries* Inability -.f the financial

institutions to dispose off all their r res in times of

crises is used PS a plea; to demand ay\ effective role for

them in the decision making process oJ the concerned companies*
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In the recent years wherever necassary the banks are imposing

rigorous rules, supervising the accounts rnd bringing pressure

upon the industrialists to comply with their qcals. With

the introduction of convertibility clauses, the powers of

the financial indstitutions are further enhanced. Following

Dutt Committee's recommend at icn 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 leans into equity* As on June 1987, the

clause was stipulated in 930 cases involving loan amount of

Rs»2075 crores* Loan amount, subjected tc «:<ctua] convsrsion

was Rs-399 crores*30

Financial institutions which can sond thr , • ŵn

representatives have accumulated considerable p< rs to

influence the beard* To alleviate the fears of •. capitalists

who considered this clause as a backdoor - step wards

nationalisation, normally, the direct rs of the f.r.^ncial

institutions remain as sleeping member of the bo-il* However,

the recent incidents showed that they have the ability to

play havoc with the private corporate sect<..r» Takeover bids

in 1982-83 infact established the supitw cy of financial

institutions ©VGC the industrial monopo2x?s» It may be

remembered th'.t in Swajaj Paul case, thj LIC attempted to

remove th; Directors of Escorts* To oiling about changes in

the organisations of the companies financed by them, sometimes

they sel l their shares to certain parties close to them-
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Infact i t is alleged that in the ceses of Indian Cements,

Kamini Engineering and Premier Automobiles, financial institutions

frvoured persons who are close to the ruling party at Centre-

Since the financial institutions new control as much as rj)%

tquity in the corporate sector-v ttay mn dictate terms

to the companies and decide tuefete of the industrialists*

That banks are not all that altruist in their practice cculd

be understood from the fret that since the introduction of

convertibility clause, rate of interest was raised from 8% to
12the present level of 14 percei.t*" As such the industrial

finance from the developmental banks Lie becoming costlier —

both economically and orgpnis? t ion ally - even to the

private monopoly houses*

CONCLUSION

Sofar f we have r e f l ec t ed en d i f f e ren t aspects vhich a r e

very c r u c i a l f o r under s tmding present s tage of deve opment

cf c a p i t a l i s m in India* In a sumup, i t may be ag«irt &'~ated

t h a t t h i s s t age i s ' S t a t e Monopoly Capitalism1 (SMC; because

i t has a l l t h e fea tu res commen to such system* About '!

years of planned Idevelopment in Inoir< ^ v e b i r t h to a

Powerful S t a t e monopoly- both in industry *nd banking— and

this public sector in addition to cresting recess a ry conditions

for the grewth of pri^ ê capitalists, established a strcng

nexus with private r- nopolies, thus strengther in<g the SMC in

India. This hypothesis can be further strengti.ened by

the following facts:



Qie can see phenomenal growth of public sect< r

enterprises during the plan period- From only 5 enterprises

as 1st April, 1951, their number incroased to 223 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 stcxd at Rs.?>1,9?i

croros* In that year the tctal turnover was Rs*61 thousands

crores and its profits around Rs.1,770 crores. ' ' About

55# of the total investment in central public sector

undertakings is in basic industries like steel, coal, minerals

petroleum and power- Public sector today acccunts for ^on%

in petroleum^ lignite, ccpper, leal, telephones and

teleprinters* Abrut 89$ in ee al product.cn, 77^ of steel

production, 38# of aluminium and about Ql% of zink cfines from

the public sector enterprises-'" Public soctcr unH^rtnkings

l ike Hindustan Petroleum, BhPrat Petrol eu... Indian oi l ,

Coal India Ltd., Steel Authority of Indir .' td.f
 n i l and

Natural Gas Ltd., and BHEL found place ir ' • ortune International

500" l i s t of the largest non-US industrial corporations for

1987.^

Just as i U-j field of industry, lrjdi,:n Stete made efforts

to bring concentration in the i ield of bonking also* At the

time of *nd.-.-pendence itself, the RBI real is->d the necessity

of aroelgr A ting small and weak banking ivxst "-tut inns in the

country- After the banking crisis of 1?b0, //l-»erever necessary
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the RBI s tar ted resorting to compulsory mer? ,TS end r

liquidoticins- As a resu l t of the banking policy, a few big

scheduled banks could develop into monopolies by squeezing many

non-scheduled and also small scheduled banks* Nationalisation

of banks further act ivi tatod th is process- Infact numbsr of non-

scheduled namks d ras t i ca l ly came dov.n from ?3b in 1960 t o mere 4

in 1937*" Though number of banks come drwn, concentration reached

i t s highest peak af ter natir nelu.srtir.n- In 1""^ tntpl global

deposits of a l l scheduled ban" s r.tr, d r t ?s•^92f>976^ croros and

t h e i r credi t et Rs-76,?>6r> crr rss- * They employ mere than ft lakhs

of workers* As the nsod f r r divers if irp.tirn of ^unctions of the

banks Prcse. nany spocifil-.5 9c1 f inmc i r l inst i tut ions cr-no into

existence to f inrncs industry rnd t;r«do*

Despite r.v-ny changes in s tructure *rd "functions <f the banks,

national is r t ion has n< t al 1ST ad the cmftiicbcidl mluio of Indian

banking* Nc: compro>mse v/es irede c.n the question of o«rning maximum

prof i t s - Actually naLicn^lis; tir.n V.-PS only i tr t Qw i 3d to make them

more professional* Honce, though the ban Is v.-exe i?t ional ised, in

many of them old diroctcrs W.re rotnincsd and v'netti-JQT necessary .

experts in the banking businoss v;ors t?kon in- R.eposontatives of

the p r iva te monopolies continue to s i t in the Boarl cf Directcrs

as the representatives of the Indi?" Industry* Their pressure

groups l i k e FICCI and ASSoCfiAM exert considerable influence on

bank policy* Credit policy of th* benis inffct created a str< ng

nexus between tl-. banks and industr ial monopolies* Joint sector

in i t i a t ed by t »e government af ter 1970 resultod in ctalescene of
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state monopoly and the privpte monopo]ios* Since some of the

public sector undertakings are accumulating considerable profits

in the recent years, many of the pri'.; e monopolies have started

investing in the UT1 un .its and government**! securities* Thus,

interests of the state and monopolies began to convarqe to

strengthen the state monopoly capitalist base in India*

When the ~MC becomes the rock bottom foundrtion of Indian : .

economy, Indian state can not but play p c<nscifus role to promote

the qrowth of private monopoli??*;* Thcurjh the str to succumbed

to the pressures from the pub! ic and er.nctod pets such as FSRA

and MRTP Act, other than taking aifev* steps t r rorjulrte the

activities of individupl nv-nrpc-ly hc-usas, it naver trok up any

measures to weaken the me••nr«pc 1 ins• By crofting necessary conditions

in cne sense, the state itsolf bocru© instruivjntal in ,'rcmoting

the growth of private monopolies* As Monopr 1 / Enquiry Conanission •

put i t , " the planned economy whicii government iacicicjd to accept

for the country as the quickest way to rchieve in-MJStrialisation

on the right lines has proved to be a potential factor for further

concentration11* Development of publ-c sector, necure of

industrial licencing policy system and credit pol-c/ -f the

Indian banks - all these echuzlly prornot-ad concentiofcL.< n in the

private sector* Even tho^e wl~o are vary closely a€sc?ciated with the

enactment of MRTP Act now accept that the Commission cculd not do

anything to curb the monorolies* In the recent years, the

•>•-• • . - *
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industrial policies are being gradually liberalised to enable

the monopoly houses to enter even those sectors which were

hasher to kept under the exclusive domain of the public

sector* Arguments suchps the necessity of restricting

foreign multinationals, development of backward areas,

export promotion or technological development were floated to

liberalise the economy. Rajiv Gandhi's "New Economic Policy1

took the liberalisation process to logical culminali< n* 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* Corpor?+.e taxos wore considerably

reduced and licencing policy was further simplified. All

these steps further promoted concentrrtion of capital* How

quickly seme of the privrte monopoly houses could reach the

present stage could bo understood fron the figures cited in

the Table V- Infact between 1957 and . ^ 7 , the psidup

capital of non-governmental companies incleased from Rs* 1,005

crores to Rs*9f383*2 crores in 1987. Dur.r: the same period

number of non-governmental companies incr> L.ed from 29,283

to 1,37,133* All these feci-s and figure, are sufficient

to prove that the Indian state played a kt/ role in establishing

^nd in strengthening the state monopoly capitalism (SMC)

in India*

**#
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TABJL5 r

GROWTH OF THE ASSETS OF

Name of t h e He u s e

TATAS

BIRLAS

Mafatlai

J*K* Singhania

ICI

Sarabhai

Banguri

Kirloskar

T-V- lyengar

Mahindra & Mahindra

Bajaj

Shriram

118 A -

V

Se MS OF

Ass
1965

468.06

304*03

45.91

59.20

36.89

43-16

77.91

19.12

21.67

20.12

21-14

t 4*68

THE BIG BUSINESS

ets (In Crores oi
1981

1840

1692

535

520

338

331

281

278

227

'Ml

215

HOUSES

_RuEeos )
1986-87

4938-88

4771.38

10f>0-50

1426.67

453*52

-

^70.49

474*78

622.77

465-87

777.79

590.88

S o u r c e : M o n o p o l i e s E n q u i r y Commiss ion 1 '> l : Manorama
Y e a r Book , 9 8 8 - 8 9

***
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MILITARISATION OF INDIAN

JNTRODUCTION !

The S ino- Indian War of 1962 brought a dramatic chango

in I n d i a ' s Defence Policy* Befcre the war, most of the

members of t h e Parl iament used t o be extremely c r i t i c a l

of every proposal aimed a t increasing t he defence budget*

I t was f e l t thr.t any increase in defence expenditure

would only c u r t a i l t h e sca rce resources needed for develop-

mental a c t i v i t i e s - But the mi l i t a ry se t back in 1962

and i n d e c i s i v e war with Pakistan in 1965 forced the na t ion

to change i t s p r i o r i t i e s * The stat© of insecur i ty made

a l l s ec t i ons of people acquire l i b e r a l a t t i t u d e t< wards

defence spending* Thereafter the government trxk eidvantage

of t h e favourab le atmosphere and s t a r t e d d ive r t ing huge

amounts t o s t rengthen t he mi l i t a ry preparedness of t he

ftat ion •

The consequent progress t ha t t h e coi-ntry achieved in

the f i e l d of defence is indeed worth noting* At t he time

of independence, India inher i ted an army of 300,000* an

ai r f c r c e of two f ighter* squadrons and m e t r a n s p c r t

squadron and a navy comprising f < ur s loops , two f r i g a t e s

and some harbour defence craf t* ButAIndian m i l i t a r y with

approximately 1*3 mi l l ion men i s recognised as cne of t he

world's largest regular fcrce* It h?s third largest standing
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army* fifth largest airfc-rce and eighth largest navy* Its

military supremacy in South Asia is unchallengeable*

India's defence capabilities were well exhibited in

Indo-Pak war of 1971. The war established India as a

regional power in South Asia. With the birth cf Bangladesh,

Pakistan's position in the sub-continent was marginalised*

No amount of foreign assistance can make Pakistan a match

for India in its military preprredness* Indo-Soviet

Friendship Treaty will act as a safeguard in protecting

India from Chinesfe threat* Fortunately, present Chines*

leadership exhibited keen interest in normalising its

relationship with India* Both the parties, namely India

and China realised that peaceful negotiations elono c«nn be

a solution to the vexing border problem, other small

powers in South Asia axe forced to accept India's d< min^nt

position* Even the Super Powers recognised India's p r e -

eminent position in South Asia* All these factcrs have

contributed to pe^ce in the sub-continent* Bnrring Indian

invelvoment in Srilankan and Maldives affairs. India did

not fight any major war after 1971*

. India now at the threshold of 21st Century is very

different frc-m the India of «id-sixties« Indian military

can confidently meet any threat to the security and

integrity of the Nation* As such, tfe ha\e reached a

stage where We cannot ignore the necessity of rethinking

about our national priorities* The hation has spent enough



money all these twenty five yeers to strengthen Indian

defence* Can't i t afford to divert its attention from

defence to developmental activities at least new? Should

spending such huge amounts on military stiJl continue to

be a priority which can ignore the necessities of attending

to the socir— economic problems of the masses? What would

come in the way cf reducing the allocations fcr the def ence- -

perceptions of threat to National integrity and security

or any vested interests promoting the process of militaristtirn?

While answering these questions, at least partially,

the chapter throws light on the economic necessities forcing

India to get militarised* The manifestations of such

militarisation and its impact tn Indian economy are briefly

analysed to got deeper insights into the nature of St^te

Power in India*

BACKGROUND:

India opted for the capitalist path oi development at

a time when world capitalist system already reached the stage

of imperialism* Though India achieved independence in a

half-baked and truncated manner, the ruling national bourgeois

class entertained high ambitions of economic development

in India* The impressive economic achievements during the

firs t decade of independence gave further confidence to

the capitalist class* Consequently, with intention to

make India atx industrial power to be reckoned with, the

policy makers gave primary importance to industrialisation

in the second Five year plan* While the f i rs t Five Year
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Plan on the whole invested Rs.2,378 crores, the second

Five Year plan invested Rs.4,800 crores in th* public

sector alone and Rs-2,400 crores in the private sector*

The country witnessed striking development in industrial

output in terras of rate as well as pattern of growth* The

then rate of growth of industrial cutput steed around 7%

per annum* It was during this period that th© government

established three steel plants in the public sectcr-

&t B&ilai, Durgapur and Rourkela, and expanded nv re units

in the private sector* Industrial index of iron showed an

increase from 122 to 238 - almost two-fold within a span

of five ye^rs* Production of other essential materials

like aluminium, cement, chemicals, fuels and power

also increased substantially* The sa.ne trend continued

even in the early years of third plan when the rate of

growth of corporate sector continue' t< be arcund 8 %

per annum*

There could be uninterruDtod industrial growth if

India had sufficient markets — both internal and external

markets - tc disptse of all the qrods that it produced*

Despite considerable economic growth, the Five ye?-r plans

failed to increase the purchasing power < f the people

by redistributing the netirnal wealth in favour <f the

masses* What is worse, deficit financing, inflatirn and

taxation led to reducti* n in the real incf raes of the

People* Unfortunately India could not get into tbe much

expected Afro-ftsian markets on a large scaJe* The actual
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situation was well stated in the joint study of V*K* Ramaswanr

and D*G* Pfoutz, sponsored :n the r.id-sixties by the USAID

and Government of India- The study observed, "the demand

for the final products at the present time is however

substantially less than the full capacity output in technical

sense— In*, the industries, we studied, it is demand, not

the capacity that set limit to the output* The situation

naturally threw the economy in tc the vortex cf deep

recession resulting in ? fa].] cf rate of growth of

industrial output to 3»b% per rnnum in 19o!>-70 and to arrund

2«75# per annum in the period 197CL.74.4 There was under-

utilisation of installed capacities in all the major industries*

The recession led to considerrble decliiie in output and

sales as well as increase in stocks*

This situation had a deep impact on the industrial sector

as a whole* In West Bengal alone during six-month perio d

from March 1967 there were about 47 crcos of closures, 19

cases of go-slow and 9 esses of lay -offs resulting in

the unemployment of about 50 thousand persons* Similarly,

in Maharashtra, the recession hit seven major industrial

towns leading to retrenchment of about 9 thrvsr-nd workers*

The Federation of Indian Chambers cf Commerce (FICCl) in

its report stated thr-t , '• Recessi n has affected various

groups of Industry, some mere and some les^* None is

completely cuts ide the shadow" FICCl's repcrt also admitted

that n the present recessionary conditions Lesides causing

difficulties in various industries have affected the outlook
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for growth and fur ther investment in productive r c t i v i t y *

Unless the investment outlcok improves by su i tab le adjustments

of f i s c a l and monetrry po l ic ies and the assurance of a

reasonable re turn to investors , the conditions wi l l not

improve*" In such a s i tua t ion i t is natural tha t panic-

s t r icken indus t r ia l houses approach the gcvernnent to find

a way out of the c r i s i s*

I t was at about this time that India witnessed two major

wars which brought U forefront the necessity of achieving

se l f - suf f ic iency in the defence* preparedness of the country*

Defence or ien ta t ion w--s :;iven to suijseqi ent annual plans

end subs tan t ia l investments were ma>ie to increase the

s t rength of the armed fcrces end tc enlarqe the sphere of

def once prcductii n by se t t ing up many ordnance fac to r i e s

end defence public sector undertakings* Further, awareness

of the iniabiJ i ty cf the public sector to meet a l l the needs

of defence, fcrced the government to depend on the p r i v a t e

sector* For the c a p i t a l i s t s who were 1<< king for a way out

of the recession the gc\©rnmental policy to indigenise

defence production gave the much needed r e s p i t e frcm th©

economic c r i s i s* Understanding the pos i t ive effect of

mi l i t a r i se t -on on the ê ono-'ny '̂ the c a p i t a l i s t s began to

a r t i c u l a t e effectively for broadening t h e i r base in defence

pr< duction*

CAMPAIGN FCR_PRTATS PARTI CI PAT10 N̂  I NJ)EFSNCE_

The Industr ia l Policy Resolutions of 1948 and
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completely forbade private sector participation in

strategic and defence industri©3» Upto the sixties,

there was no visible criticise from the capitalists of

these provisions of the Industrial Policy Resolutions*

However, the recession that followed the third Five

Year Plan compelled the private setter to net a foothold

in defence production* Being av&TQ of their cwn class

interests capitalists s t a r t s a systematic campaign .

against industrial policy resolutions- Using the argument

of " defence preparedness of the motherland", the

industrialists began to urge the cj< vernmont to leave

production of the clothes, electronic and communication

equipment, caps, trucks e t c necessary fr,r the defence

purpose to the privrte secUr* They also demanded that

the government should help the cJvil sector with finance,

capital, maintenance grants and subsidies to enable them to

participate in defence production* Strongly criticising

the hesitation en the part of the government, they started

pleading to the government thf-t " i t must lock upon

businessmen and industrialists in this matter of defence

production as partners, collaborators, comrades etc»M»

Upto 1965 the entrepreneurial class in the main

resorted to campaigning through their press. However, after

the Indo-Pak war of 1965, their class <• rg?nis?tions liJce

FICCI and Indian Marchants Chambers began to put pressure

on the government through their speeches and resolutic ns

to widen the private sector base by involving this sector
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in engineering, chemical and electronic units in defence

production*

Welcoming the defence orientation to the annual plans,

they elaborated whet such orientation shculd mean* In

one of i ts editorials, the The Times nf Ind3^ owned by

one leading group of industrialists wrote,11 the concept

of a defence orientation" of th* economy must be broadly

interpreted tc mean general economic and industrial support

to the country's defence preparedness- This would include

agriculture, exports, njlcys and special steels, heavy

chemicals, oi ls , electronics and mechanical engineering

and transport industry to mention onJy siine of the obvious

categories- Apart from the ordnance items and miliinry

hardware, defence orientation es such means plan as a

whcl ew •

The then president of F1CCI, Mr- Raman Bhai B. Ainin

maintained close comi.-xjnicatic n with the Dof enco Minister

and the concerned governmental officials- Mr«J-O Bansal,

General Secretary of F1CCI also pleaded f < r strengthening

of the then existing ties between the government and the

industry* He demanded the setting up of a liaison committee

consisting of the representatives cf the government and

industry to take timely actir n to overcome the prcbltcas

of defence production and purchases"* Assuring that the

private sector would cooperate wholeheartedly the President

of Indian Merchants Chamber, P»A« Narielwal* asked the

Government to " give a clear indication io private industry,



what i t was expected to do in sustaining the defence
12production"•

LlAIScN_ BETWEEN DEFENCELj
ljNISTgY_AND_THE PR I \ ATELgECTrR

I t is with t h i s background that the Indian S t r t e ,

responding pa r t l y t o i t s cwn defence nseds <?nd par t ly to the

needs of the economy , began to widen gradually the scope

of p r i va t e sector par t i c ipa t ion in defence production*

The f i r s t attempt in th i s regard was made immediately

af ter Sine— Indian war when the Secretary . f the Ministry

of Economic end Defence c<:-ordination met the representat ives

of the industry to discuss the manufecturing '" of defence

requirements by the pr iva te sect-r* " Though bt. th pa i t ios

came to cer ta in broad agreements, very l i t t l e pr<gross

was made in the next two ye<rs- However, after 196D wrr,

the government act ively responded to th a demands cf the

indus t r ia l houses• A high-level moating was attended by

senior o f f i c i a l s of the Departments of Defence Production,

Industry, Supply and Technical Development Directorate

in October 1965 tc tone up the ad min is t i Live machinery tc
14ccpe with the requirements of defence pr*duction«

In November, 1965, the Defence Ministry placed orders with

the main s t e e l producers of India including TISOO, IISCO and
ir

Hindustan Steel and other units to meet the entire1 direct

' " requirements of special and alloy steel and

about 50# to 60# of the indirect requirements cf these items

by the Defence Ministry"«15# Defence Ministers like Y»B-

Chavan and Jagjivan Ram started giving open invitation to

the industrialists to participate in Defence production*



This liaison was strengthened with the establishment

of the Dapprtment of Defence Supplies* The Department

is intended to promote indigenis?ti< n9 development and

production of ( i ) items hitherto impeded for which

new capacities required to be created in the civil sectcr;

( i i ) new items developed by 0RD6 for w! ich commercial

production has tr be established jn the civil sector and

( i i i ) components, sub^assemblies and assemblies required

to supplement the production in defence prcductic.n . units*

The Department is to tap the potentialities of Indian

engineering chemical, textile, jute and c ther industries

which can develop and produce indigenously th* increasing

volume and variety of stores nocessary for oof once pulptse*

The Depprtment has a central coirmittee to deal with

policy matters and various technical committees for identifying

items for Ind ig on is at ion end actual placement cf development

and production orders* All these technical committees work

under the supervision and direction of Central Technical

Committee (CTC) under the chirrmanship of Additional

Secretary (Defence Supplies)* The Development Commissioner

for Small scale industries is a crept ed member of the CTC*

After thMJough discussions in 1982 a consensus was arrived

a t on a two-tier institutional framework for regular

interaction with industry Apart from arranging periodical

conferences i t was decided to set up functional groups

relating to various disciplines tc sort out various problems
18

and issues involved in the defence efforts* The Department
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seeks to offer the whcle package of promotional assistance

such as design and drrwings, identif icatic-n and procurement

of plant machinery, raw materials, release of foreign

exchange, provision for import of scarce raw materials and
19

capital goods* Exhibitions and semple r< oms are arranged

in four major ci t ies namely Delhi, Calcutta, Bombay and

Madras for exhibiting to the entrepreneurs about various

products th?t 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 private sector*

Since its inception in 196fs the Department cf Defence

Supplies plpced crders for about 65 thousand items* By

December 1980 the go\ eminent placed orders for over 47,800

items* Fr̂  m 1980 ( nwards every year orders hrve beon placed

for about 3,500 to 5000 items,• The value of orders plpced

also increased over the years along with the nuNibor rf

items* Whereas the value of orders placeJ in 1977-78

stood at Rs-62 crores,b£ i98b-86 i t incre rod to Rs-17 ,̂-96

crores* The Defence Ministry claims thrt more than half
20

of i t s requirements are procured from the- small scale industry*
(See Table 1 )• .

Along with the Department of Defence Supplies which is

now a part of the DepPrtment of Defence production and

Supplies there is Army f\jrchase organisation under the

Ministry of Food and Civil Supplies enc?ar *d in the purchase .

of food articles necessary fc r the arir^i f< rces« In 1986 this

Organisation was transferred to the Minx iry cf Defence*
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Year

1965 t o
Dec'80
1980-81
1983-82
1982-83
1983-84
1984-85
Upto
060*86

TABLE - 1

Value of orders

Number of
items

47,800
3,739
3,301
4,072
4,986
3,401

N.A*

Placed

Value of orders
(In Crores of Rs* )

563-00
73.89
84«08
78.46

UI.1fS
14^3

175-vo

• N-A : Not Available
Sources Annual Reports, Ministry of Defence fcr various

Years
***



At present while rice, wheat and s-jgar are procured

through the Department of Focd , other commodities such

as Vanaspethi, pulses, dry fruits etc are procured by

this organisation through the tenders* The value of the

purchases during the period April 1986 to February 1987
21

amounted to 231*23 crores- Thus the necessity of feeding

almost & millions people Lssociated with the Defence

services creates a constant demand for agricultural products

worth crores of rupees*

In addition to creating demand for the qtrds in the

private sector, the policy of indigenisetion of defence

stores enccuraged establishment cf 21 ancillory units around

the ordnance factories at Jabalpur alone* orders placed

on these ancillories increased from RS*2*14 lakhs in the

yd?r 1973-74 to 289.72 lakhs in 198?-84 registering an
22average annual gn wth rate of 28»7 percent* In

addition there are more th^n 60 industries already attached

to the Defence Public Sector Undertakings* The government

itself proclaims that many mere can live and grew with

the ordnance factories and defence public sectcr undertakings

which together constitute the core of defence production

in India

In view of their significant Lnpact on the natimal

economy i t is desirable to understand the origin, development

and various other manifestations of tM ordnance factories

and public sector undertakings*



DEFENCE PRODUCTION l 9£P|j/iNC£ FA,c_TrR*J?

At the time of independence, there were c nly 14 ordnance

factories in India* Most of them we" e set up during the

second world war tc support the wer efforts of the British

India* After independence the government cf India tec k

steps to set up sui table machinery fcr the manufacture of .

defence stores and equipment within the country The

government appointed a committee under the chairmanship of

Sardar Baldev Singh, the f i r s t Defence Minister, to recommend

ways and ;...eans of achieving self sufficiency in defence

productl n* Based i n the suggestions cf the committee the

government established an ai tc n m us board to deal with the

23
defence production* Since then the ornrinisetic n underwent

a number of mod if icatiens* At present thore is a special

ordnance factcry bonrd to look af-ox tho functioning cf the

ordnance factories*

In the i n i t i a l years, the crdnence factories usod to meet

par t i a l ly the needs of defence* Almost upto the s ix t ies

the value added by these ordnance ^a tories renalied less

than Rs*50 crores* Whereas the value of production of these

fac t r r ies in 1947 WBS Rs* 1b crores, i t increased ~o mere Rs*

42 crores in 1960-61* However, the in wake of two m?ior

wars, the policy makers from -th© mid-six t ies stAffce- giving

Considerable at tention to sfc^rt m n̂y ordnance fac t iMes and

also expand the exis.t:n capacities* By 1971-62 the iiumber

of crdnance factcri--:.:. increased to ?0» At present U.nrr* are

ut 40 fectoraes wit! an employment pr-tenti?laty of abcut
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1,87,000 workers* The value of production also increased

rapidly from Rs.65 crores in 196r-66 to 1,^6 cr<res in

1985-86- The annual turnover grew by 130 tiires in less

than 50 years• ^ 4 (See Table I I )

The ordnance f r e t r i e s prr duce sophisticated sighting

devices, armoured vehicles, antitank guns, field guns,

transport and ?rmcured vehicles, self propelled guns, mt r tars .

small arms, bombs, granndes, parachutes, teJecor.iiiwnication

cables and many cthors- Prestigious Vijayanta tanks rro, in

fsct, designed and produced by the ordnance Oct-ros* In

the recent years, they rlso picduce hinh st:-»ngth alJuminium

alloy, arrow rocket tubes elc«, Now ordnance f rct< nCs

have reached a st£' e v;hero they c?n meet t-ll the requirements

of small arms and ammunition, maintain guns, iet eircraf ts ,

electrcwnic goods and so fcrth^ necessary for all the three

services* These frctcries maintain close links vith the

Universities , IITs, Nr-ional labcrat r i es , public and

private sector organisation fcr exchange of i<!•..'• and
AB

knowledge* Every factcry has i ts cwn Research i 1 Development

centre fox improving the standard of production*

PRODUCTî N:R BLI£SECToRU

More than half of the defence putlic sector undertakings

were established in the sixties and early seventies* If the

ordnance factories constitute the heart, the defe:. e public

sector undertakings with its branches spready through cut

India became the backbone of the defence production in India*
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TABLE - 2

Investment, Productjgn_a

factories

Year Value of Productirn Capital Investment Manpower
(In^ Crores of Rs» ) (In Crores of Rs*J ^^thousands )

1980-81 671 398 Not Ava i l ab le
1981-82 787 422 184
1982-83 869 460 186

1983-84 1,017 485 187
1984-85 1,165 536 188
1985-86 1,356 573 187

1986-87 Not ava i l ab le 680 187

Source: Annual Reports, Ministry of Deface, Govt* of India

• • •



Though these industries also produce ^or civilian needsj

in the main they are meant to meet the wider industrial

requirements and advnced technological needs of Indian.

defence*

Hindustan Aeronautics Limited (HAL) designs, manufactures

and overhauls various types of aircrafts and helicopters*

It manufactures Kiran, Jaguar, Chetak, Cheetah, Mig 21 e t c

Bharat Electronics Limited (BEL) produces electronic

equipment and components for defence purposes- Bharat

Earth Movers Ltd (BEML) manufactures rai l ee aches, trailors

crawlers and trectcrst Mazagon Dock Ltd (MDL), Goa Shipyard

Ltd (QSL), and Garden Reach Shipbuilders & Engineers (GRS&E)

are involved in the production of frigates, pftrcl craft,

dredgers and varieties of ve. sels necessary *nx be th civilian

and defence needs* Bharat Dynamics Ltd (BDLJ locks after

the production end development of missile weapon system

and anti-tank missile rackets fc.r the army and the navy*

Mishra Dhatu Nigam Ltd*, (AfcDHANl) produces special metals,

and super alloys necessary for strategic industries* r-raga

Toods Ltd (PTL) v.hich was pre'ected upto 1986 as a defence

Public sector undertaking -tonufacturing cutters, toot

grinders, surface grinders, surface grinders* milling : u6

dril l ing machines* (S<>e T.»t\e I I I )

The Cential o,c. \ -.irnment's investment in the detence

public sector undertatings which employ about one lakh workers

(See Table I I I ) show e consideraiole increase ovei lue years

During the war years (baleen 1966-66 and 1972-7 ) the

investment rose from Rs-5c crores to Rs* 115 CJ re** Even-
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Employment in Defence Rjblic Sector Undertakings

Name of the Undertaking Number of Workers

HAL
BEL

BEML

MDL
GRS&E

- GSL
BDL

MIDHANI

43,521
18,61?
14,780

13,907
10,549
2,176

11,885
l,f>28

Source: Annual Reports, Ministry of Defence, Govt* of
India

* • •

TABLE - I V

(Excluding PTL and Andhra Sc ien t i f i c Company not shown
in the defence public sec to r )

Year Paidup Capital Govt* Loans
(In Crores of Rs• ) (in Crores of Rs• )

1977-78
1978-79
1979-80
1980-81
1981-82
1982-83
1983-84
1984-85
1985-86

117*32

132-51
160.86

1 •"'. .•-
|P .27
;-2i-oo
269.24

391-58

432.29

118.25

123.5*

50. jz

256•39

331-43
377 • 05

414« o'*
393-04

416- ' 3
fc.ii • ^ M i i • • ! i 11 Mnm- • * • - — • • i • M a i • •

Sourhce: An?.aal Reports, Ministry of Def e ice, Govf.» of
India
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gfter the wars, allocations for defence public sector

undertakings continued to increase* Total capital investments

in eight undertakings excluding PTL, which wos cf the order

of Rs»774»67 crores in 198 .-85 increased to Rs«848*92 crores

at the end of March 1986-87. The estimates for 1986-87

was Rs*956*46 crores where equity was Rs•465•79 crores and

loans amounted to Rs.490*67 crores (S£& Tai>Le IV)

The total production of these undertakings has increased

substantially* Whereas the tc tal prcductirn of these eight

undertakings was about Rs.400 crores in 1976-77, by 1986-87

i t increased to Rf '.BR5-39 cr< res | similarly sales

turnover increased from Rs.?48-53 crores in 1976 increased to

Rs•1887-41 crores in 1986-87. (Scs Inult V)

In recent days the defence public sector undertakings

have started exporting its products to foreign countries*

Between 1976-30, BEL exported electronic equipment worth Rs.

50 crores to advanced western countries and the Middle East*

..., BEML exports its products to Bulgaria, Britain, Bhutan,

Indonesia, Bangladesh and Srilanka- MDL suppl-ad ships to its

foreign clients in Asia, Europe and Africa.

DEFENCF PRcDUCTIoN : DEFENCEu RESEARCH

Research in Defence production becomes essen t i a l to

improve the standard of the defence products and to d ivers i fy

the pa t te rn of production to s u i t the ever changing needs of

defence* In India the Department cf r)o£en~e Research and

Development (DDR&D) looks af ter the s c i e n t i f i c and technological
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total Production and Sales Turnover in Defence Public Sector

Year

1976-77

1977-78

1978-79

1979-80

1980-81

1981-82

1982-83

1983-84

1984-85

1985-86

1986-87

Production Sales Turn over
(In Crores of Rs.) (ir Crores of Rs.)

400.13

425-90

429,27

502-09

485.32

828.39

1,144.13

1,418-85

1,651.00

1,870.41

1, 895.39

348.53

368.20

374.74

434.87

472-74

746-41

930.32

1,189.66

1,333.54

1,807-04

1,887.41

Sources Annual Reports, Ministry of Defence, Government

of India

* * *
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aspects of defence research. The? department operates with a

nucleus of multi-disciplinary team of sc ien t i s t s , engineers and

administrators* Al} the? defence labor? tc ri-?s v;r rk in<-;er the

control of Defence Research md De1, elopmont Qrcjrnisrt i<. n (DPUON

In 1^68, DRDO had 13000 office: s with thrcj dozen lab-rr tories

?nd institute's of one kind c-.r cni'ther* ' By \9V-6 the number of

labcretorios roachod 42 end these cf employ a os vcrking in i t tc about
27

25 thrusands•

The ectiviti'.»s of the DFiDO incrersod fi\ m the lf.ttor half of

the sixt ies* In the beginning uflDO ch< se r fovv r.roas for spocial

attention* They wore n iss i los , ol.ect^.-rrics, norc.nnutics redar

technology, underwater naved vveaft nry, lox; ] O'Vel nicjht phc^togrcphic.

equipment, solid c.nd liquid prop ell ants >tc«, So r a r , DFJ'JO handled

thousands of prc-.y?cts«

Along with, labor«tf rios under Di iJOf Indian Sprco Research

Organ is r t ion (ISRO) and Dep-'U tmonc Atomic llnoray {[)/• d) a.i e a.lsc-

involved in dof:?nce research- Pokharan exp!osi<n of 1!i74 and tho

fir ing of v^holly indigenous missilor, recently f2c.ni Sriiw. rikota

and Daliapal clearly indicate th r t the country nuclear end

space research is net completely meant for peace-ful purposes as

the pol i t ic ians generally claim* The Defence Mini.try always

28 J
maintain contacts with ISRO and DAS* In feet oaring the Janata

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

Ministry and again under the Janata Dal Ministry he has been given J
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the charge of defence* I t was during Janata period that the

government disclosed to the consultative committee of prrliament

abcut i t s plans for the development cf missiles fcr the three

services*

Further, the experience cf 196^ and 1971 wars shew th?t

in times of necessity Defence Ministry may u t i l i s e the

services of many c.thei laboratories and inst i tut ions placed

under c iv i l sector for defence purpose* Acccrding to an

estimate, approximately 11$ of Government's R&D expenditure
30

is devoted to research in weapon system*

DEFENCÊ  EXPORTS:

Though India may c r i t i c i s e the Western powers r e so r t i ng

t o arms t r ade on a wider sca le for the sake of earning p r o f i t s ,

t h e very na ture of defence build up in India which involves

a number of indus t r ies in the p r i v a t e sector along with many

ordnance f a c t o r i e s , defence public sec to r undertakings

and defence research ergrnist*tions cannot escapo the necess i ty

of findino external markets for i t s surplus qoeds• As early

as in 1956 the Indian government l a id down dera i led procedure

fo r t he export o{ defence s tores* However, i t should ha s; id

t h a t upto the s i x t i e s the l imited expert? ::h.jt i t undertook

was necess i t a ted by p o l i t i c a l compulsions r a the r than the

d e s i r e t o earn prcf i t s 'Only in 1967 the governor. ;nt for the

f i r s t t ints, hinted a t i t s d o i r e to export amis and ammunition

on commercial basis* In 1972 the Defence Ministry informed

t h e Loksabha t h a t i t would * n te r t h e export market in a

big way»w> A spec ia l c e l l was s e t up in 1973 i^ the
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Department of Defence Production to boost the exports*

The defence authorities expressed their desire tr, expert

20# of defence pr- duct i n every year. Agents are employed

on cemmissinn brsis tr find f< reign markets f-r defence

products* For certain reasons the cro\ eminent intends to

export only to friendly . nsti< nsj that tec <-n government

to government basis* The government experts defence sUres*

after obtain ing end-usear cert if icetis where the purchasing

parties are expected to gi . e g^-s-rrnteo that the stc.ros

purchased will not be sold, trrnsferrnd or diverted t< any

other party without the permissicn of the selJer* Fox

the sake of certain parties which ref rr in tc come tr ?n

agreement en government to government basis, lndipn

Government makes use of tho services of pri\ ?te agents

licenfced by the Defence Minister*"""

The governmental sc-urcor say }.>et three yorrs prir>r to

1971-72, the defence stores wjith "<r,»3 crores were >xprrted

annually In 1972 the flefence stores export .. . ' t up', to

Rs* 10 cr<res.3 3 The total Sales in 1982-83 and 6Z-?>4 were

34
reported to be of $ 1~ rr.illJurns and 37 millirns .. aspecti\ e l y

Though India is irakiv J sincere efforts to pro.i >CL itself

as a capable nanns supplier in the Third Vtforlt: Countries,

i t did not iu3 ly succeed in i ts efforts* However, lov^er

costs ai Indian products and i ts 'no polit ical s t r ings ' policy

could attic et certcin parties in Afro-Asian market- So

fax, Indian government exported defence stores to Kenya,
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Egypt, Malaysia, Nigeria, Lebanon, Saudi Arabia, Iran, Iraq

Singapore, Tanzania, Ghana, Indonesia and to Burcper.n

countries like Spain, Czechosluvakia, Itcly and Yugoslavia*"

The overall implications of mil itar isc-.tit n of Indian

economy needs an indepth analysis of the expenditure incurred

on defence* In this regard we may begin with an examination

of defence estimates as given in the annual budgets though

i t is generally presumed that they do notgiva complete picture

of the actual defence expenditure*

In the annual budgets military expenditure is shown

separately under revenue and capital accc-unts. Expenditure

on revenue accounts includes salaries, allowances, pensions

and also the money spent on stores and defence research

Capital outlay shown cut."side the revenue expenditure covers

money spent on ordnance factories, construction of

buildings and roads etc*,

A glance at defence estimates s'xws that .m-ss revenue

expenditure and capital o*i + lay en defence uptc in a sixties

were very insignificant However, after Sino-Indian War

of 1962 and Indo-Pak Wa- of 1965 there WPS quantum jui..p in

the defence expenditure* the grost> revenue expenditure which

was about Rs»270.69 crores in 1961-61 incieased ~o Rs*792.76

crores in 196'WG and then Rs*1127.63 crores : .370.81.

Similarly the Capital outlay which was just £5-36-38 err res

in 1960-61 increased to Rs* 122.59 crc res in lPCf>—66 and then

to Rs-947-83 crore- in 1970- 71-



After 1971 war the defence expenditure <n both sccc unts

steadily increased- In fact, after 1980 the gross

expenditure on defence shows e steep hike*

Review of military budgets since. 1950 throws light on

certain important facts* ^he gross expenditure en 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

about 74 times in a span of 38 years* Similarly

during this period capital expenditure which was Rs •'MS

lakhs in 1950-51 increased tc Rs*3977*97 crores (budget

estimates) in 1987-88 - an increase of about 994 tii.es

(See Table Vi)

The abc.ve figures however are net dependable* **ince

much of the increase is due to inflation, i t becomes

nedessary to study the change at constan' prices* According

to one study capital expenditure at cor nt prices increased

by 2*57 times from Rs*84»82 crores iv\ 62-63 tc Rs*217*8

crores in 1984-85* Within revonuo expenditujte expenditure

on stores at constant prices increased by more "than 3

tirces from 226*5 crores i i 1962-63 to Rs*701-> crores in

1984-85* During the S »© period expenditure < n Day and

allowances rose by 2.31 times, from Rs*258*1 £xcres to

Rs»599.3 crores* °i; ilarly R&D expenditure increased

by nearly eight tin:..-.; from Rs*7*2 cror3S in 1062-63

to Rs«55»6 crores in 1984-85* If one examines the same

at current prices exp< : diture on capital outlay, stores,
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TABLE - VI

GROSS EXPENDITURE ON DEFENCE

(in Crores of Rupees )

Year

1950-51

1965-66

1960-61

1965-66

1970-71

1975.76

1980-81

1985-86

1986-87
(Rfevised •

1987-88

(Budget
Estimates)

Revenue
Expenditure

181-82

187.97

270.69

792-76

1,127.53

2,386*16

3,717.76

7,279.01

10,193.95

13,438.77*

Capital
out lay

4-18

17.59

33.38

122.58

147.8?

221.15

326.-9

967.36

1,227.09

3,997.97

•(including provision for Rs-926*71 crores ie for

Civil Estimates)

Sources Public Accounts Estimates as sho.n in Various
Budget Estimates & Revise Eftx

*•**
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Pay and allowances and R&D during this peri d increased by

22 times, 27 t i es, 16 times and 90 times respectively

on the whcle in these budgets pay and allowances

account for 31# , stores recount for ?2% and ordnance fc-ctcries
*37

constitute ^4% of the total military expenditure •

The governmental authorities usually argue that the

defence expenditure in India constitutes only 4% of the GNP

If our aim is to know what part of people's money is

involved in defence expenditure — the method of looking at

i t in relation to the GNP is highly inadequate* for, i t

only dhows the share c<f the defence in the natimal economy

and not the actual expenditure to be be me by the masses*

The better method seems tc be calculating what fraction

of the annual budget is spent ft r the defence purpose* In

this respect governmental scurens Prgue that in the recent

years only 16 tc 18 percent o"*" the budget is devc. ted to

defence in the total budget* Tris allocation of about one

fifth of the budget may be accented as reasonable, if

the entire expenditure that is i n c i t e I towards defence

buildup — directly cr indirectly is included in it* But the

anatomy of the defence budget estimates show s that many things

that should have actually been shewn unaeî  -the defence estimates

are included as part of the civix expenditure For

example, allocations for the defence public s-ctor undertrkings

which were shewn as part of t; — defence expenditure upto

1970 are now shewn as part o£ the civil ,., -penditure under



the head 'Capi ta l outlay on Indus t r ia l and Economic

Development1* I t is evident that the government is

de l ibe ra te ly misleading the per p ie by hiding the actual

expenditure incurred on defence prcdvctirn in th v e public

sec tor undertakings* Similarly, huge investments made

on nuclear and space research programmes for defence purpose

are not shown in defence budgets* Pensions of a l l categories

of employees and s a l a r i e s of employees belonging to Defence

Audit previously included cs par t of defence estimates are

now shown outs ide the defence budget* In a J d i t i i n , the bcrder

roads constructed in Bhutan and e ther i n t e r io r places for

mi l i ta ry purpose are shown in c i v i l estimates* Practices

such as these only help in hiding the actual percentage

of the budget spent en defence* If a l l such oraissi> ns are

added about £ th of the budget is i i r e c t l y or ind i rec t ly

going towards the defence build up*

CoNCLUSIrN^

Development of mi l i t a ry - Indus t r ia l complex as in the

advanced c a p i t a l i s t countries is recognised oy many schrlars*v

I t is now understood tha t for the west huy^ investment in

defence has a lso become an economic necessity* However, i t

is contended tha t th i s peature i s spec i f ic to the Western

countr ies alone* Contrary to the general opinion, an

attempt was made in t h i s chapter to prove that t h e iame

economic reasoning which determine the policy <f -Mil i tar isat ion

in the Western c a p i t a l i s t nations a lso influence s '-o of the
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underdeveloped capitalist countries like India*

The policy makers in India always try to justify e^ery increase

in allocati ns to the defence on the grounds cf threats

tc national security- ^ne arguments such as "threat to

national integrity", "impending danger from Chine" "

* growing strength of Pakistan" and "CIA's hand" are sufficient

for the government to get any amount sanctioned by the

parliament* It is often argued that any one who questions

the sanctity and rationality Df military budget is anti-

national* ' No cne - net even the communists (CPI cr

CPl(M) in the parliament - ever iorcefully demanded any

cut in the military budqets* Even the ecademicians and

of ccurse strategic analysts reiterate the rrguments of the

policy makers by exaggerating the role cf external factors

in influencing India's defence policy*

It is true thr.t one shruld net unde=c <23tim?te the

external factors* Perceptions of threats -te> rational security

mutual suspicions in the subcontinent, the TO'-. >f Super

Powers and India's own desixe tc become a big power in South

Asia contributed in their own way to t'.ie soaring moiJitary

budget* But i t is generally ft rgotten thet along wi~': external

factors there a\e many internal compulsions forcing India

to get militfl^J-sed* fhe chapter ĥ L attempted to highlight

ohe economic necessities thet contributed to the process of

militarise i on in India-

Mil it risetion of Indian economy which was the outcome
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of an objective necessity tc cvercome recession in the mid-

5
sixties s t i l l continues co play the role of a stabil ier gi\ing

stimulation to the sagging capitalist eccnomy by creating

artificial demand in the market* With about 40 ordnance

factories , 8 public sector undertakings and a number cf

research laboratories, Indian Indigenous defence production

sector is the largest among the Third World ncn-communist

States in value, volume, diversity of manufacture and R&D

facilities* Seen in terms of the position i t occupies in

Indian economy, the defence production sectrr takes

second or third position m the industrial sec:-r with regard

to its sphere and contribute n to nations] ecc.-oiy '

In addition, contrary to the Industrial Policy Kesel»:tirns

of 1948 and 1956 a number cf privrte r;3ctcr undeit^ ings

- - big as well as small, are involved in clef once prediction

eHher as direct producers or as rurpliers* ^he ^att of

hundreds of factories and lakhs of v^-rkers aro.closuly

interwoven with the defence production sectirn*

Having realised the ind isu ens abil ity cf defence production

sector the government started streamlining the administrative

machinery to consolidate t e ties between "t̂ c defence ministry

and private sector* Their mutual interdepeAclkoce is further

strengthened by the rveddating role of the politicians* Now

the policy makers no longer feel that tlie expenditure c.n

defence is a waste. Citing the positive effects of such
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militarisation on industrialisation and technological

development, they ha\ e started arguing that> the defence

itself is playing a development al rcle**^*

However the apparent positive rcle that it plays should

not make us ignore the multiple contradictions of this

process of militarisation of economy* fhe worst effect of

the growing military expenditure is drastic curtailment of

budget allocations for the developmental and social welfare

activities* According to a reoent study of the budget

estimates of 1987-88 defence accounts for 5 times more than

the combined expenditure in coal, p< war and non- conventional

energy* It was eleven times higher than that of education,

23 times higher than family welfare, 59 times higher than

water resources, 73 times highor than scientific and industrial

research, 39 ti:.:es higher than urban d*. opment end 85 times

higher than science and technology*

Further, one should not fail to take r.ot̂ L of the

inflationary potential of this grrwing militaiy xoenditure

Investment made on defence industries through

financing has a 1 arge inflationary potential as the . ' ire

expenditure will create extra income without any cciresponding

product ion of goods that are productive- Though certain

sections &?& benefited by this, infla-fioaary spiral in the

long run le*ds to further reduction in iKo real incomes of

the people*
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Again, huge investments on defence production at one

point leads tc surplus production of stores- Due to lack of

demand they get piled up in the gcdcwns* "There is evidence
r

to show that certain ordnance factories incurred heavy

losses because cf lack of demand for their products•

Even in such conditions closure of industries cannot be a

solution since such measure will affect many other factories

dependent on them* Production in defence factories can be

continued either by diversifying its production or by

finding external markets* In the recent years, the

government is trying both the alternatives- Most of

the times the excess capacity ^f defence factories are

utilised in producing the goo'is for civilian needs-

However this alternative brings defence sector in

competition with the private sector- Hence +>*» government

is compelled to find foreign markets for the ui.rplus

goods-

Despite serious efforts the government co-id not

succeed so far in achieving what i t cells , ':. *'f generating

military expenditure1- As a result, the governor,1: is

forced — e-ven in t...;i©s of peace— to fabricate ..;•»«•..nigary

threats to natin security from Ch ing and Pakjust:..; so

that i t can frc-»lv impose heavy tax borcjen on the x.-.r-.n?. >s

for the maintenance o£ this huge edifice-
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•.V CHAPTER

POLITICAL ECONOMY OF INDIA'S NON-ALIGNMENT

JNTROpUCTION;

Since foreign policy of every n«tion is largely a r e f l ec t i on

of i t s in te rna l p o l i t i c s , study of domestic dimensit n becomes

es sen t i a l to comprehend the external dynamics of any nation*

Indian t r a d i t i o n a l Marxists are not unaware of t h i s basic

t ruth* I t should be admitted tha t in order to understand

the nature of Indian s t a t e , they inede s incere attempts t o

analyse and in te rp re t the dynamics of Ind ia ' s foreign p o l i c y

But even'jafter experiencing four decodes of Ind ia ' s ncnaligned

policy, they could not a r r i v e at a consensus about the rea l

character of Ind ia ' s external r e l a t ions* For them, tho

dynamics of Ind ia ' s foreign policy slways remained hard nut

to crack* In one sense, t h e i r differences in perceptions of

Ind ia ' s s t a tus in the world was an important fzctoi responsible

fcr t h e breakup of the united communist perty* De " i t e t h i r t y

years of t h e i r exis tenc- ->s separate communist pa-ii^es, they

could not bring any meaningful change in tKeJ^ perceptions*

As in t he 50 ' s and 6o's, t he t r a d i t i o n a l conwuviists s t i l l r e t a i n

two opposi te view-pcir.ts with regr-rd to India's . s e e in the

world imper ia l i s t s s t em* Whereas the p a r t i e s l i k e Communist

Party of Ind if vC-l) , All India Communist Pasctv (AICP) and t o

a cons ide r rc le extent even t he Communist Party of India

(Marxist) bel ieve tha t India follows an independent and

progressive foreign policy, different factions of the Na'xalites

sticking on to the resolution of the Madurai k. .-.grass of



argue that India s t i l l continues to be a semi-colony 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 imperialists*

How could those who call themselves communists arrive at

two opposite conclusions about one single reality? What axe

the factors they examined to brand India's foreign policy as

progressive or jToacitionary? Study of the criteria which

the traditional Marxists adopted shows that those who hail

India's external policy as progressive policy base 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*third World; its fight fcr New

Internal Economic order(wlEO) and its leading role in the

Nonaligned Movement (NAM)* 6n the ether hand, the * » sections

which consider India to be'a running dog of imperial ism' .

cite India's continuing relationship with the imperialist

countries, its opposition to national is a tic n of all foreign

assets, liberalisation of India's economic policy, incj:*as ing

burden of external debts and growing dependence on ioteign

capital and technology*

Both the groups while makiny efforts to prove th .-in-

versions; glorify the factors which f i t in their theory and

ignore or bel i t t le othex factors which seem to c o n t r a c t

their conclusions- T>,c reality is that while it is -tr.e that

India opposes imperialism, it is also equally true thst at times



India compromises and collaborates with imperialism* India

strengthens its friendship with the socialist countries but

i t never breaks relations with the Western powers* Similarly,

though India expresses solidarity with the interests and

aspirations of the Third World, it does net hesitate to take

advantage of the weakness of other developing netirns whenever

its own interests so demand. Traditional Indian Marxist

positions have not been quite persuasive in their enalysis of

the dialectical relationship between these seemingly antago-

nistic paradoxes* Being one sided in their approach, none of the

above versions could correctly comprehend the contradictory

facets of India's foreign policy* Hence arises the need for

devising an alternative approach to tne study of India's rcle

in the VSbrld affairs* The present chapter is precisely an

attempt in that direction*

India's nonaligned policy is generally a t t r i •••"ted to

India's culture, traditions, historical baci ground and value

orientations of Indian leaders and philosopher • The fact

that more thrrt 1 0 developing countries follow he policy of

non-alignmev\t. .hows the inadequacy of this tyro of interpretation

Unless th err exist ©aasfcain common interests, so'jnany countries

cannot group together merely at the instance of Nehru and or

some other charismatic perscnality* Hence to knew the nature

of India's for;"j&jjgft policy one has to search for tl <•_• obi ee tive

roots of India's non-alrrgnment policy as such*
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The origins cf the nonaligned movement has its roots

in the birth of a new con trad icticn in the world arena.

During his period, Lenin identified four major contradictions

viz*, contradictions among the imperialist countries,

contradictions between imperialism and colonies, contradictions

between imperialism and socialism and within the imperialist

countries between labour and capital* Lenin considered th£-t

these four mr.jor contradictions determine actual course of

historic development in this era of imperialism and proletarian

revolutions* But after the second world w?r, in addition to

four major contradictions mentioned by Lenin, the "--c t̂-war world

brought into being another major cm trad icticn viz*, the

contradiction between imperialism and the newly emergent nation

states^ ' which new constitut-e the majority in the today's non-

aligned world* As a result the bes ic path cf nonalionovi movement

is; in the main, determined by the? newly emergent nation states

despite the f ̂  et thrt the NAM includes a few st ' tos w'ich do

not belong to this category- Hence ir» order to understand the

dynamics of the non-riigned movement, i t is n&s.^scry to

comprehend the basic characteristics of these emergent nation

states*

1*> Almost all t:»e countries are the erstwhile colonies or

semi-color j-e? of one ox the. other imperialist powers* They were

the direct or indirect victims of colonial exploitation and

racial discrimination* Hence, in the main, all of them exhibit

anti-imperial ist and anti-racist character*



2» Except a few socialist countries sichas Cuba, Vietnam and

Yugoslavia, mcst of the nonaligned strtes opted for capitalist

path of development* The dominant classes whxch attained state

power in most of these countries ere opposed to any radical

transformation of their own societies- Though they may make

friendship with the socialist block to oppose the imperialists,

they consider communists and radicals as Lheir enemies within

their own countries*

3- All developing countries show greater eagerness to develop

their economies within the structural constraints imncsed by

the national and international conditions • Since such herculean

task is net possible in the conditions of uncertrinities

created by wars, they express their option for pefce and

disarmament*

4» Those countries are economically pcor and technologically

backward- Hence they depend on the advanced nations for aid

and technology* Since such dependency perpetuates neo-imperialist

exploitation, the developing countries struggle to come out of

imperialist clutches to retain their political independence*

In other words, protection of political independence and

promotion of their economic interests without any radical

internal reforms constitute the sum and substance of the

aspirations that these countries voice as nonaligned states*

The necessity of reconciliation of political interests with



their economic necessities is the cornerstone of the foreign

policies of the developing nations* In the international

sphere, if there are only imperialist countries alongside these

newly emergent nation states, then it becomes difficult to

maintain political independence- Excessive dependence on

imperialist powers for aid and technology would severely curtail

the political sovereignty of the nations* Because of their

economic weakness, the underdeveloped countries virtually become

the neo-colonies of the metropolis* But the emergence of

powerful anti-imperialist socialist block gave birth to new

opportunities for the Third Wbrld. It is true that these

developing n2tic-ns owing to their own class character cannot

opt for socialist path* But the contradictions between the

capitalist block and the socialist block in the world arena

give opportunities for the Third World to play one block against

the other and to get maximum financial and technological help

from both the blocks without the necessity of giving up their

political independence-

However, it needs to be remembered that mere existence of

certain opportunities does not lead to the conclusion that the

same can be utilised equally by all developing nations* Though

all the UDCs may try to take advantage of new correlation of

forces in the international arena how far the available

opportunities are effectively utilised by each sta-te depends on



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

geographical and strategic significance of that area, political

maturity of its leadership and diplomatic n.anoeuvres of the

governing elites in the respective countries*

It is within the broad general framework that we propose •

to study the essence and dynamics of foreign policy of India,

a non-aligned state*

India shares many of the features common to ether developing

natiens* Its colonial past, contradict ions with the imperialist

countries, opposition to internal transformation and the desire

to protect its political independence and promote its economic

development are enough to make India a non-aligned state* India

suffers from many of the handicaps from wl.ich other Third

World countries suffer- Naturally imperialism tries to take

advantage of India's weak status to perpetuate its imperialist

economic exploitation* Lack of sufficient capital and technology

required for initiating industrialisation in lu. la forces the

government to seek assistance from the advanced capitalist

nations* As a result, foreign multinationals find scope to get

into the Indian market* In return for the cgpit'i invested and

technology transferred multinationals demand their price in the

form of royalties, technical fee and dividends* Considerable .

amount of foreign exchange is spent-for such foiei.9n remittances*
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Between 1956 and 1981, foreign remittances to other countries

increased fourfold. Much of the socalled foreign aid being in

the form of loans, India is expected to return J&e&z the money '

with interest* Interest cost oh new official credit after remaining

around 2-2 to 2-1# until 1980, rcse to 6*2# in 1932 and came

down to 4-8# in 1986.6 In the middle of 1981 the sum total of

all remittances stood around Rs*1718 crores*

In addition to foreign remittance problem, India suffers

from severe trade deficit* Trade deficit which was Rs-431.97

crores in 1973-74 increased to Rs*f>,997«6 crores in 1983-84- The

overall balance of payments results in high budgetary deficit*

India's budget deficit reached Rs.11,7^0 crcres in 1989-90.

To tide over these crises India is compelled to borrow more and

more from the foreign sources* As a result the aggregete

external debt outstanding as on 31st March, 1989 reached

Rs-68,831 crores* Since there are discrepancies in che figures

given by governmental agencies, i t becomes very difficult

to arrive at accurate figures* Prof* Vyas of the Institute of

Developmental Studies estimated that the tot?] external debt

crossed one lakh crores in the 80*s» Along with the external

debt, debt services also increased from Rs-275 crores in 1966-67
8to Rs-2084*7 crores in 1987-88. A xinimum of 800 crores will

have to be borrowed from external sources tc servir': the debt

and to finance the imports* Tu.s, like many other Airo-Asian

and Latin Americal countries, India is also a victim &f neo- .

imperialism- Hence i t is natural that India associates itself

with other non-aligned cou.
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It has to be noted that from the beginning India has been

playing a key role in the nonaligned movement* India never

remained a passive member of the group* India has played a leading

r.ole and su ee ed ed in projecting itself as a leader of the NAM»

What makes i t possible for India to r ise to the stptus of a

leader among the nonaligned world is the existence of certain

characteristics which are specific tc India alone* The peculiar

course of India's liberation movement, value orientations of

the political leaders who participate^ in the anti-imperial 1st

struggle, inheritance of powerful bureaucratic machinery capable

of handling the complex situations and possession of vest

territory with rich natural resources and huge scientific man-

power-all these factors together differentiate India froin many

other Third Vforld countries*

In addition, a more significant feature has been the

development of homogenous national bourgeoisie conscious of its

own interests and weaknesses* Indigenous capital .rm was fairly

developed in India even before i t attained politic 1 independence*

Taking advantage of the British weakness, Indirn industrial

capitalism developed at a very rep id stage durir < the inter-war

period* War preparations of the Britishers <*• jxing the Vk rid

War II gave impetus to further development of Indian banks and

Indian industry : • ( S e e X I Chapter) Cartels develcp-i bath

in banking and industry an̂  many individual traded, and business

men made t h e i r fortunes IJI many African and South £gst Asian
9

Countries* once the economic weakness which inhibi ted them from

joining the nat ional movement in i t s e*.Tly ye«n v .s gradually
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overcome the Indian capitalist class began to participate in

the nationalist movement actively and slowly extended its

hegemony oVer the Indian Naticnlist Congress which was t i l l

then an umbrella organisation of all patriotic fcrcos* As

such, at the time of independence, India had practical

advantage of having a powerful homogenous national bourgeois

class whose industrial and technological developments were

almost unparallelled in the histcries of the Third World

countries*

However, the practical advantage to lndia^apitelism

came from its political leadership* Having subscribed to the

bourgeois humanist values, Indian nationalist intelligentsia

which came mainly from the professional groups, became an

asset to the development of Indian capitalism ir\ the post-

independence period* India had the advantage cf having fore-

sighted leaders like Nehru who could effectively j^fsee the

problems and prospects of the potentialities of t're -notion to

play the tactics of non-alignment so as to prt mote ii$ own

national interests- The national bourgeoieie wholeh'.ajCtreJly

supported Nehru since his ideology, his desire to indu.t: ialise

the nation, his policy of peace, his intention to mail, û  in

good relationship with be th capitalist as v^ll as the socialist

countries and his innate belief in the li;. crating role of India

in the Third World were in conformity with t^e political and

economic interests of the national bourgeoisie which became
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the ruling class in India after th© dawn CT independence*

From the time of Nehru, almost all steps thet Indian

government took in the name of nonalignment directly or

indirectly served the interests of the Indian capitalist

class* To know how this role was performed during and

after Nehru's regime, a brief analysis of India's relationship

with the advanced capitalist countries, socialist strtes

and the Third World becomes necessary:

India and the Advanced Capitalist Countries

Nature of India's relationship with the advanced capitalist

countries is determined by the duel chcrecter of. Indian

national bourgeoisie* Experience of colonial exploits Lit n

and political subordination naturally make India suspicious

of the imperialist moves- India's intention to r^intain

political independence and its fear of imperialist subjugation

have driven India to take anti-imperialist and anti £ cist

stand in all international forums* Yet, r.otwithstand n̂g this

opposition, India tries to maintain good relations w.;«h all

imperialist countries* Surh a stand is necessitated by the

fact that India itself if <a capitalist state Integratv-»d in

the Vforld capitalist system* Being a weak capitalist nation

it knows thet i t cannot jjndus trial is e the country v ^ th out

foreign trade, foreign capital and technology* Indi.n political

leadership is intel^ i-ii ant enough to realise that it is net

diplomatically advantagoous to depend wholly on one or 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 proposals rpprc ved between 1957

and 1987 India had 1949 collaborations with the UK; 1790

with the USA; 1618 with West Germany; 790 with Japan; 527 with

Switzerland; 453 with Fiance and 252 with Italy.11 Total

external assistance utilised upto March 1987 stands around
12

29,529 crores- The assistance came frc>rn different capitalist

countries and also from international organisations like the

World Bank and the International Monetary Fund

However, India is not unavare of the negative impact of:

associating with foreign imperialism* Though India has to

pay considerable price for seeking thoir assistance, the

ruling classes in India de not allow themselves to be cowed

down passively to all kinds of imperialist nressures* In

addition to joining hands with other de'valoping c'-an^ries in

their fight to democratise the existing international

economic order dominated by the imperialist ncwe:5 Indian

Government has initiated demesuic economic policy line

which aims to regulate and at the same tine take maximum

advantage of India's collaborate n with the Western imperialists*

Though the Indian government did net nationalise all the foreign

assets, i t indeed succeeded in restricting the operation of

foreign firms in many ways* Government rules stipulated

that normally the foreign equity should not be w e than

40# and that the majority of the directors shou'i•'•'< :>e of

Indian origin* As or, 30th June, 1987, 368 ott <f a total
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equity to a specified level.1 3 Notional is at icn of oil

Companies and coal and other mines considerably reduced the

power of multinationals, in the Key sectors* Their operation

is now mainly confined to the consumer industries suchT-as

Tea, tobacco, cigerettes, jute, leather, electrical products,

chemical and pharmaceuticals- Even here, by establishing

public sector undertakings or by encouraging native businessmen,

foreign absolute monopoly over the consumer industry is

considerably weakened• As a result foreign controlled

company shpres in sales and assets of the organised sector

declined tc 2S# in 1980-81.15

Inspite of the fact that foreign col labor? tic ns

increased over the yfcars and that India s t i l l c<ntinuos to

depend on foreign capital, one should net come to tho hasty

conclusion th?t India is perpetuating dependency relations.

Facts show that total foreign exchange outflow, if seen as

a part of the total value of production in fuch collaborations

appear to be very negligible* H<>re it should be point-ad

out that foreign collaborations are not always ii posed

from above* It is essentially their ability to mc-K̂  profits,

which make all businessman - both big and madium - tc vie with

one another to collaborate with foreigners* A FlCCT's survey

of 36 Indo-US jolwc ventures showed that in the f i years

1978-79 to 19*8-:-J", gross fixed assets of the comp nies
17increased at a coi-pound annual rate of 19.7 percent*



The RBl's study and ICIC1 survey also pr< ved thet the

foreign collaborations are profitaole wo be th the parties*

In the beg inn ing, foreign capital was sought to overcome

foreign exchange crises and to f i l l exchange gaps entailed

by developmental projects* But in the. recent years, foreign

capital is allowed mainly because of :f.ts ability to introduce

the latest technology in Indian industry* The fret becomes

clear when one sees that the technical collaborations involves

participation of foreign capital* For example, out of 540

British collaborations approved between 1930 and 1984, 334
1Cere only technical collaborations* Similarly cut of 2M Indo-

Japanesfc collaborations approved during the same period,
-j 9

222 are technical collaborations* The same trend is visible

even in the cases of French end Anericah collaborations* To

be able to compete in the world market, India has to have

latest technology Since India lags behind the West in

scientific and technological progress and since it cannot keep

pace with the modern technological development, dependence

on foreign technology becomes essential f^t rnany more years*

But this foreign technology is used only to ctf&ate a stable

industrial base which is very essential ioi iviciiqenous

capitalist class* Normally technical collaborations led to

transfer of technology sand they in turn have favourable

impact on production and exports* Apart from exertions

cases which involve political intervention, in -normal cases
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collaborations are not allowed in areas where necessary

technology is available at home itself* All proposals for

technical collaborations are to be approved by the Centre for

scientific and Industrial Research (CSIR). Such technical

collaborations last for five to eight ye?rs* Within the

stipulated ti:ne, the Indian parties are expected to absorb

the new technology* There are studies which show tht3t

technological absorption in many of the manufacturing industries

is quite satisfactory notwithstanding tne fact that there

are cases when technological collaborations continued for about

20 years* Here i t should also be mentioned thpt in addition

to making efforts to absorb foreign 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
21other research institutes*

Similarly, in the field of trade also, Ir.diartstate did

a l l that i t could do to promote its business ii.t&osts by

minimising the imperialist exploitation to the extent the

objective conditions permit in the given conditions- Though

foreign collaborations face export restrictions, o\er he

period they have become less restrictive in practice India

is now nocmore a country exporting merely the primary products
•v

suchtas cotton textiles, tea, tobacco and jute* India could

effectively diversify its products* EnqeAeering goods form

considerable part of India's total expel fs* Br it an is now
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no more India's principal trade partner- By effectively

utilising the forums suchcas Commonwealth, India could

locate new partners within the capitalist block* In order

to avoid one-sided dependence en capitalist countries,

India developed tr^de relations with the socialist countries,

2nd .'other developing nations* With the help of

UNCTAD and other UN forums it could get some concessions from

the West* Inspite of all such defensive mechanisms, India

is fully aware of the feet tnet in this unequal international

economic system, the advanced capitalist countries continue

tc have an edge over the Third world* Being aw?re of its

unequal status- India joins other developing countries in

their fight for New International Economic order*

Though at the time of independence itself, Nehru expressed

India's desire to maintain gcod relations with the ooialilst

block, the relationship between India and the Soviet Jnion

was not cordial in the initial years* If Stalin's -wis concept ion

of the nature of Indian State is one factor, India" ,,wn

problem with the Communist radicalism within the co*.. ry was

another factor* Notwithstanding the Socialist rhetoric of

Nehru- India's reactionary and anticommunist attitude was

repealed in the suppression of Telengana and T̂ bc-gha uprisings

and in recruitment of Gorkha troops by the British on India's

soil for the Suppression of the Indo-Chinese liberation

struggles- However, India's disappointment vuiih the cool
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attitude of the USA in assisting India's planned economic

development forced India to look for the Russian assistance-

The positive role that India played in Korean and Indo-

Chinese crises, changed perceptions of tne now 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 £ po\»-*v_.A support, Nehru laid

the foundation for the State Capitalism in India*

Soon India realised the practical significance of

Russian friendship- Hence it utilised el] its energies to

impress upon Russia of India's progressive character*

India's diplomatic abilities are displayed clearly during

the Sino-Indian border dispute of 1962, when i t could make

Russia a neutral observer; not a supporter of its brother -

China* Indirectly India contributed to the ii "terr> if icstion

of Sino-Russian differences wh:ch ultinately lei -bo the

spli t in international communist movement* Russians antagonism

with China was very neatly utilise^ by India's leccl^S even

in 1°71 war with Pakistan- Threat of t i l t ing towards the USA

was used time and again to get more and more aid frcw tiie

Soviet" Union- Absence of political strings in Russia's

economic dealings anc tneir readiness to trade with India

in rupee assures Intlia of the much naed<ed economic awd|

political security
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&long with the USSR, India developed relations with

other CMEA countries* The readiness cf the CMEA countries

including e^en Russia to work with both private and public

sectors is very much to the liJcing of the Indie's capi ta l is t

class* Between 1°57 and 1983 India's government entered

348 agreements with the CMEA countiies* Technological as is -

-s-tencefvas provided to many projects l iko DUEL, BHfc/P,

Instrumentation Ltd*, o t o India secured assistance from

Bulgaria on food technology, from Hungary in Telecomnunicatirns,

from Poland in o i l , frcm the GDR ?nd Czechoslavakia In a

variety of engineering technologies anti from the USSR in

many fields such es s tee l , o i l , ncn-ferxous metals and

advanced Scientific fields l ike Computers, p-'ce, Nucleer

technology and electronics* w The Soviets he.ftd India

in sett ing up b8 undertakings including giants li<-> Bhilai,

Bokaro Steel Plants, the heavy engineering plants iifl Kanchi

and mining and allied machinery factory f-t Durgapuf*

Though a section of the Indian Capital-istr complain that

the Soviet" Technology is not on p?r with the Western

technology, al l of them endorse 1«K* Gujtfal's view that

Soviafc technology is. "suitable for us p^ico-wise, credi t-

wise and quantity-wise" The capi ta l is t class i tself feels

that the Soviet Union is a very deligent trflY\s£ar©r of ;;

technology holding back nothing and parting iJitin whatever : v;

i t k n o w s * ',. '•'•...• ' . . •" •.'• ', ;.:•'/•'•.'••'•• - i r '

In addition tc their help in industrialisation prrgrammes,

is Getting ben*:ii;ed b> the balanced tx^e. i t has with
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the CMEA countries* Since 19*3, India's trade with the CMEA

countries rose from a mere Rs* . S crores to over Rs* A.ooc

crores in 1980s- Trade with the CMEA accounts for 21% of

India's total volume of trade* The CMEA countries were

the f i r s t customers of Indie's manufactured goods*

Within the CMEA/ Russia is India's biggest trade partner*

From a mere Rs*1*3 crores in 1953 India's trade with Russia

increased to Rs* 2,945 crores in 1 s/86-87 * By 1992, the
25trfcde volume is expected to be around Rs* 10,000 crores-

Russia sees i ts economic relationship with India as a

mechanism for making political gains* Gaining profits

is not i ts main aim- Being aware of USSR'a interests, India

fully takes advantage of its relations with Russia and other

CMEA countries* Its comfortable relations with the CMliA

countries is used as a levnr against th Vhst for more

and more concessions* India ruaJe use of its relations with

the East to woo the imperialist nations wh^^ i/tore previously

reluctant to become partners in India's indu ̂ t ritC' is at ion

programmes*

The poli t ical price that India had to pay for the

Soviet'- assistance was minimal* It took the form of India's

direct or indirect support tc Russia's i c e in Hangary.

Czechoslovakia, Kampuchea and Afghanistan More than that

India did not sacrifice i ts basic political interests*

It is revealed from the fact that India fojected Russian

stand on the Non Proliferation Treaty avd the Asian1-
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Security System: India's pragmatic attitude towards th9

socialist block is better revealed when India which at

one time pointed China as its arch eneny could suddenly

change its attitude when it began to smell opportunities

for promoting business in the post-Mao's China* With

intention to take advantage of rood em is et ion programmes

initiated by the Deng's China, India took initiative

to normalise its relationship with China opposing the then

Russian leadership and its powerful lobby inside India.

All these incidents show that India is nc.ro keen on

promoting its own interests rnd that it will not accept

any I ind of political imposition for the economic

military help it sought from the socialist block*

World:

Dialectics of Indie's relationship wit1 the Third World is

governed by two apparently contradictory fao-UYes viz», 1)

Common characteristics that India shares with the* rent of the

Third World and 2) the specific position th et IL obtained owing

to its economic and technological superiority in tv\£ developing

world. That India, like many other developing countries,

experienced the horrors of political subjunotion, economic

exploitation and racial discrimination fc.rce India to join

hands with the underdeveloped countries in their fight gainst

imperialism, racirw. war and economic inequalities in the

international economic order- India play d leading role
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in the NAM, Commonwealth and the UN agencies in articulating

the demand of the Underdeveloped countries for a New

International Economic order (NlEO)»

"However, whet is said sofar is only one side of the

picture- on the other side, one can find India,.'. dictated by

its own economic and political interests; playing a hegenomic

role* India's state capitalism that got consolidated during

Nehru's regime gradually reached the stage of monopoly

capitalism. Merger and coalsescence of industrial and bank

monopolies thrt took place in the wake of bank national is ration

gave birth tc finance capital• The internal marl:et being

limited, Indian finance capital is no-w searching fcx markets in

the Third World. It was actually the economic crisis of the

mid-sixties which compelled the Indian capitalists and the

government to create legal and institutional mechanisms to

promote India's joint ventures abroad" Along vith commercial

banks, specialised banks such as 1DUI, ECGC aA-1 EXIM Bank are

directly involved in financing the operation of the Indian

krivate and public sectors operating in diff i.rent parts of

the World* Now about 150 joint von'cures are v^rKing in 32

countries* In the private sector the majority of th® Joint

Ventures belong to the big industrial houses- In \9^\

Birla's 18 joint ventures recounted for 15# of Ind id's

Overseas investments* T^apars who have 9 joint var. tut-is
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account for 13% of the total investments* others viz*,

Tatas, JK Group and Modi's respectively h?v« 11#, 4*5#

and 4% shares in India-held fc reign equity*27 These

joint ventures are located in different parts of the world*

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 Countries*

In addition to privrte sector, many indian public sector

undertakings are operating in many Afro-Asian Countries*

Aboui 45 countries of the World are BHEL's customers*

Hindustan Machine Tools (HMT) exports products, projscL* and

services to over 70 countries* EP1 now h?s 14 projects of

value Rs*563 crores in various foTeinn eevntries* General

Insurance industry operates through branches t- nd agencies

in 18 countries, and in another 13 ccuntriss through

subsidiaries and associates* RITES executed projects

in 27 countries* IRCON wo*fc£J in Iraq,, Saudi Arau- , Jordan

Nepal, Iran and many other Countries* At present ^ ,as

projects in 9 countries

Indian took e' .a- cage of the gulf Docm in the 70fs

to secure many turnkey projects, especially in the field

of constructions* Abid Hussain Committee expected-that the

value of construction contracts would be around Rs*2Qp00

CTcr&> b\ 199O*9\A Sofar India secured more than Rs-3000

Crores world foreign exchange from construct ion projects*

In addition to prolect exports end turnkey projects, India
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is exporting consultancy services to many countries in the

Third World- Aprrt from the public sector units already

mentioned, N1DC, E1L, MSCcN & V.OPC0S are *dso workinq rs

consultancy firms. In the private sector, Iotas, Uirlas

and Kirloskars have their own consultancy agencies abroad*

In addition to promoting exports, these firms r»rn

consultancy fee d i rec t ly It v/ss estiittstod thrt by 199 0

India will have the capacity to earn Rs* 2 no crores from

consultancy services alone*^

Apart from ec-rning dividends for equity shares, the

Indian joint ventures are expected to promote additional exports

from India* In 1932, total value of earnings received

and repatriated amounted to .r1s*20.?» crores- Value of

additional goods or services uhrt the ioxnt vontuios co^ld

export in the yer.r 1982 wes Fls • 1 13-68 crcros- In 1936-37,

they earned 11*57 crores as div iti ends, Rs*r4*75 crores as ether

repatriations and Rs*161*6? crores in the form of additional

exports* "' These figures given by Minis try of G->:;a.ierce refer

only to private joint ventures* DetriJed fKiaXes cf the

income earned bv the Pub] ic sectf r joint veiua^e-- aî e not

readily available* Study ô  different o^fici; ' rcuments

show that the R1TSS earned fr reign oxchange wo: ::. Rs»1f«»f»5

crores in 1986-87* Its prcfits increased frc.-m r,s-4*^4 crores in

1983-84 to Rs-5»55 cr« res in 1̂ 87~8R* IRQ N whose turnrver remained

Rs* 198 Crores in 1984-85 has projects v'orth > •'?. crores at its
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hands* EIL's income from the overseas operations in 1980-31 was

around US $ 40 lakhs. Value of consultancy services released

abroad by NIDC during the year 1979-30 wes Ps. 8 millions.

Between 1980-81 and 1986-87, -frreiqn oxc^anqe onrnings of

MHCoN amounted to Rs. 166-9 crores*v4 Those stray f«-cts qive

an impression that the sum total cf the -foreign earninqs of

the public sector joint ventures v.mld bo much more then the

private sector joint ventures*

Frcm these figures i t is evident that India's joint

ventures in some respects behave like the Western Multi-nationals;

and that their aim is to make nu.xix.um profits out of their

business operations- However, India is so mature that it uses

sophisticated methods to make its business operations acceptable

to the host countries* Throunh its >coromic ?id end technical

training projects India attempts to create frvourf'ble image? f( r
or-,

i tself in the Third World*" Total aim authorised upto end of

March 1987 amounts to Rs* 1,67!:") crcros, of .-"lich 61^ constitute

grants and the remaining are loans* Tne T- • r b©n . iciarios of

India's aid are Bhutan (Rs.656 crores) Tlep: ' (Rs.321 crores),

Bangladesh (RS«282 crores) and Vietnam (Rs* • crores); other

beneficiaries cf tKo aid are Mozambique, Mfu-t-î ious and

Sri Lank8*36 hrdla provides technical trainiv^g to thousands

of Foreicm n. ticnals thrrugh IT EC, ESCAP anc Colombo Plan-

All there steps could help to an extent in rrea-ing an

impression in favcur of India*
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India's leading role in the NAM, its

apparant contradictions with iiiperialism and adoptability

of India's technology to the Third Vferld conditions

,— all these also make India's joint ventures acceptable

tc the host countries* Understanding the sentiments of

the people of the Third World, Indian government Insists

that Indian businessmen should not meddle with internal

politics of these coon trier* Govern mom- rules stipulate

that except in conditions where host governments permit,

Indian equity should be limited to le^s than 50?\ ,n

addition to such favourable I'-rge, the qn wing c^r.ipetence

of Indian firms also help in getting into the Third

World market* Some of the Indian firis are se competitive

that at times, they co^ld bag prestigious c<ntrrcts

competing even the Western multinations* Recognising

the growing strength of Indian capitalists the old

imperialistic powers themselves are showing interest

in collaborating with India in explorir.. the Third
"37

World Markets*"

CONCLUSION

Having examir &k d i a l i c t i c a l l y the difi e>reat face ts

of I n d i a ' s nonaligaed pol icy , one i s forced t o r e j e c t the

crude i n t e r p r e t a t i o n s of t h e t r a d i t i o n a l MajC*i.sts in

India* Deponieywe on foreign c a p i t a l and t^Ci.nology, t h e

bourgeoning debt c r i s e s and l i b i r a l i s a t i o n of in t e rna l

economic p o l i c i e s a re not the indica tors of the comprador

cha rac t e r of t h e Indian ru l ing c l a s s e s . Svery country t h a t
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gets exploited by imperialism cannot be branded as

semicolony or neocolony- Long beck Lenin pointed out

th a t imperialism has the capacity to exploit even those

countries which have political independence^ In the

post-war era inperialism cculd arm itself with sophisticated

tools to continue its economic exploitation without

the necessity of making other countries its colonies.

If any^one argues that India is not independent just

because it is s t i l l exploited by *he imperialists, then

i t should be concluded that all the countries in the

Third VJbrld are semicolonies* Such a conclusion would

negate the historic significance of ent3-cclonial struggles

in the post-war world* Even a country like China which

at one time believed that all the countries in the Third
39

Vforld res em; ble p re-revolutionary China was fcrcxl to

accept a^ter the 10th Congress of the Communist : ,-rty

of China that the developing nations are politica.iy

independent* Hence China began to support ncnaliinad

movement•

If one admits the possibility of political independence

of the Third 'world countries, it should al*-© be accosted

that there ar* also possibilities of national bourcjeoi ie

coming tc pcwer at least in some of the developing netio.-)S»

In India, i t may be stated that the bourgeoisie led the
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naticnlist movement* Indian communists could never

pose any serious threat to the bourgeois, hegemony

either before or after independence- After the

Second Vlforld War, Britan became so weak that it lost

its ability to continue its political rule in India.

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

i t is inpossible even for a country like the USA to

turn India intu a puppet* At best what the imperialists

could do was to protect and if possible promote their

economic interests in India* As such there is no strong

reason that could compell the Indian bourgeoisie tc

become comprador as in the crse of pre-revclutionary

China* As far the question of economic dependence is

concerned, it is seen that dependence on foreign capital

and technology was compelled by its cwn weaker status

in the world imperialist system* Since countries like

India became independent at a time when the world

capitalism had already rerched the stage of imperialism

and had become moribund and reactionary, it is n u

possible for the new entrants in the world capitalist

system to escape totally from the economic discrimination

of the West* their dependence on imperialism shows

the weakness of the newly 1 ID orated nations; not

necessarily the compradcj character of the rulin<- classes*

Indian bourgeoisie can bs galled comprador only vJKeo

one can prove that Indian ruling bourgeoisie continuously

worked as the agents oi iroperiulism and that i t did not



- 1S0 -

ut i l ize all the available opportunities to develop

indigenous capitalism to the extent the given naticnal and

international concext permit* Development of public

sector in the key industries, building up of tariff wall

around the country to protect indigenous industry, development

of indigenous banks to divert internal savings for financing

the private and public sectors and regulation of the foreign

enterprises within the legel frpmswc-rk -.— all those

efforts show that Indian ruling classes do not ontertnin any

desire to open all the grtes of the country f< r the imperialists

to ee me and plunder* It is true th&t cmprc m ŝes sucvias

devaluation of Indian currency or liberct isaticn of industrial

and trade policies a: e often mcde to ti ' ;e the intom?l

ecomonic crises* Attempts to attribute the ceases of

such phenomena 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

taiforld* It is wrong to expect trie bourgeoisie of the newly

liberated nations to behave like the Western bcbi ;ooisie i*e*,

historically the bourgeoisie who achieved state pt.v&r in

the la te phase of capitalism cannr.t be as progressive as

its counterparts in the. West used to be* Now it is nptural

that when the entire capitalist world is in the process of

intense general crisis its intensity is felt more in the

Weak capitalist nations* In such conditions, co-rs tries like

India are fcreed to yield to certain pressures f̂CbiA

the imperialist powers. Yet the fact thcit India voted against
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the Vfest many a times in the UNO and othr*r forums end that

along with other developing countries it is fighting for

democratism ticn of the existing internal,nal economic

order reveal that India is exercising its own judge1 ent

in deciding what is good for its development- If Indian

bourgeoisie is comprrdor it could not have initiated such

policies*

However tr acknowledge the Indian bourgeoisie as

national does not necessarily endorse the other view that

Indian foreign policy hence, ?s progressive* Anti-iinperialism,

disarmament; f ight for peace and êw International Economic

order are not the goals of non&lignnient* Theie are only

means c.r conditions necessary for promoting the political

and economic interests of the Third World countries in the

given historical epoch- The fact thsi what guides India1 s

foreign policy is not only the idealism of its leaders but

also pure pragmatic interests of the ruling classes, becomes

apparant when one looks at the other sidj of India's

Third World policy India tried to use its prcgressive

image and predominent position in the Third World to

enhance its bargaining rower with the socialist and imperialist

blocks* But if fit any ti^e its own interests *o demanded,

India never hesitated to give up the self-proclaimed ideals of

n-n-alignment* A man like Nehru, who arqued io£ the right

of every nation to determine its own policies could

unhesitatingly impose protectorate status on SikV im-later
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responsibility of looking after defence and foreign relations of

»Some of the Indian peace lovers in the government who appeal

time and again for the world disarmament; continuously arm

the nation with the most scphist :.3catod weapons* A t'ountry

that dreams of world without nuclear arms and criticises

China's and Pakistan's nuclear experiments rejects the

recommend et ions of its neighbouring countries fc-r declaring

South Asia as a Nuclear arii& free zeno- India boasts of its

panch sheel and. chants the principles of non-interference

and peaceful ee-existence but she considers it its natural

right tu inteifere in the internal affairs of Sri Lanka and

Nepal* In the recent yerrs, lndip began to ;*.ct in such

a way that a section of the bourgeoisie press itself began

to cri t icise the big-brotherly attitude of India in the

South Asia-

A deeper study reveals that India is n< t merely a

hegemonic power interested in d< min a ting the politics of-

South Asia* Actually from the mid-sixties onwards India*.s

economic development started shewing the tendencies of

imperialism* Bank nationalisation by facilitating the

merger and coalesence of industrial and bank monopolies,

gave birth to finance capital* Within Ind ion banking,

development banks such as IDB1, ECGC and EXli i>anks emerged

as reservoirs of India's finance capital* The:.c banks
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play key role in prcrnoting the overseas prefects in many ways*

Perhaps no industrial venture, no consultancy agency cr

construction company can succeed in its overseas projects .

without depending on these state owned financial institutions*

In the recent years these banks have boccme decisive actors

in promoting the exports of commodities, capital goods

and project services* As such it is not more presence of

Indian joint ventures abroad but their dependence on government

and Indian financial rosources which actually prove, the

imperialist character of state and economy in India* Though

the trod it ic nal leftists take r: te ol export of capital

from India, they always beli t t le its significance on the

ground that the dividends and royalties that these joint

ventures bring to the country is s t i l l insignificant* Hvenif

one accepts that the phenomenon is vory recent and not

yet the dominant feature of the Indian ee-: nornŷ  it is clerr

that India itself has bagun to show the imperialist

tendencies notwithstanding the fact that it s t i l l continues

to be exploited by the old imperialists*

* • * * * • • * * •
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V I C H A P T E R

QUESTION OJ? S E M I - F S U D H L I S M

^ RURAL '

INTRODUCTION

Even after four decades of independence there are some communist

parties and Marxist scholars vho argue thst India continues to

be a semi-feudal state. A critical survey of their literature

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, backward 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 pre^noinence of

and religion in India to strengthen their arguments.

cri t ically evaluating thei"" analysis of the ca alec tic al relationship

between the base and superstructure, certain fundamental theoretical

issues concerning Marxist theory of state needj to be clarified.

Even if for a moment, one accepts that all -the. above cited features are

visible in the basa and superstructure, oi*e ma, s t i l l question whether

those featurer a e enough to characterise any state as semi-feudal.

Does Marxism f a to see the difference betw> *n the state and society?

Can the Marxists teduce the study of nature- or any state to the study

of mode «-_ production or t o tie ideological superstructure? Such

questions need t, ;.»e answered before/making any attempt to reflect

on semi-feudal or capitalist character of IncL an State.
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Though the state is seen as an inseparable part of the Social

formation, Marxism says that the state i s a separate structure/

relatively autonomous of other 3tructures. I t i s true that the

state gets influenced by different structures and social forces.

Yet i t has i t s own trajectory aud independent timescale. I ts

nature cannot be reduced mechanically to economy or to id&ology.

After February Revolution, analysing the nature of the Russian

State;Lenin clearly writes that the class character of the state
p

depends on the dominant classes that attained political power.

In other words Lenin did not consider full-fledged development

of capitalism or ideology corresponding to Capitalism as necessary

criterion for characterising Rursia after J?"2Janary revolution as

Capitalist State. rie knows that capitalist development in the era

of imperialism basically remains uneven and sporadic; * This

unevenness expresses itself even in the development 01 particular

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. Russian xperience shows that

the state can be a bourgeois state even if precapitalist modes of

production and ideologies corresponding -to them are not completely

eradicated from the society.

At particular stage of historical development, many modes of pro-

duction and many competing ideological forces may coexist for quite

some time. In course of their interaction, changes in particular

structures, when mediated by conscious 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 i t s

trajectory and independent time-scale, the momentum of changes

varies from one structure to another. To speajc in more con-

crete terms, economic and cultural cnanges need not immediately

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 stand up to the new tasks. The new state,

thus formed, explores the objective possibilities for creating

proper conditions for the development of economy and culture conjiu-

sive to the interests of the ruling classes. To achieve i t s goals

the state formulates the necessary economic, political and cultu-

ral policies. In this sense, appeal ance of a new state becomes

essential condition for the total elimination of old modes of

production and ideologies corresponding to them. To put in con-

crete forms, Emergence of a proletarian state is a precondition

for the development of perfect socialist economy and socialist

ideology. Similarly the highest stage of development of capitalism

i s possible only when the capitalists succeed in capturing political

power. I t means total transformation of souc y in particular

direction needs prior existance of the canceli ' state, Many a

times, inability to understand the dialictical t-lationship between

the state and society made many Indian Karxists ^.sert that since

capitalism did not fully devel<v to a stage wher̂  i t can replace all

pre-capitalist structures^ uviian state cannot be a capitalist

state. They generally for . -~ that evenlif capitalist class could

come to power, i t may ti** quite sometime to m,.x capitalist

economy or the bourgeois ideology the dominant f rce of the given
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society. Sometimes i t is also quite possible thĉ t despite all

i t s efforts, the objective conditions may not allow implemen-

tation of certain policies of the state. Only to the extent

the state can overcome the challenges posed by other conflic-

ting class interests* i t succeeds in implementing the changes

i t aims to bring. One should urderstand the fact that failures

in public policy may be due to the very nature of the st^te or

due to objective limitations of the given historic epoch.

Failure to locate real factors influencing the dynamics of the

state lead to vulgar reductionists interpretations of stote.

With this theoritical understanding, an attempt is made in this

chapter to reflect on following aspects related no the question

of semi-feudalism in Indian statei 1) understanding the nature

of social formation before & new state carte into being after 1947;

2) identification of the classes which actually attained political
of

power; 3) assessment their interests and potentialities under the

given objective conditions; 4) evaluation of the nature of economic

changes that i t sought to initiate in rural area; 5) examining

whether the state could create political conditions conducive to

economic development of the classes i t 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

analyse the role of different social forces and assess the options

and limitations that various
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structure spp en up or become obstac) 3 to the policy changes

initiated by the Indian state.

On e can come across many references to Indian society in

different works of Marx and Engels. In. their writings, they

portrayed pre-colonial India as "stagnant", "unresisting"

"vegetative" and "never changing11 entity. To than, India

no history since Indian society did not split into antagonistic

classes. India never witnessed feudalism due to certain

peculiarities specific to desert lands of those oxe-̂  . vhe

state which took up the responsibility of providing irrigation

facil i t ies to the peasants actually acted as the collective land-

lord. The entire village communities were paying taxes directly

to the state. Individually, peasant waj not responsible to any

particular feudal lord. Villages constituted the ivasic units of

ancient Indian society. In words of Marx "These si;iall ana extremely

ancient Indian comuunities, some of which contir/.^jd to this day*

are based on possession in common of the land. Aie constitution

of these communities varies in different ^arts ~>i mala. In those

of the simplest form, the land is t i l leu in commnĉ  <̂nd produce

divided among the members" . Sue!, village societies characterised

by simple division of labour am unity between agriculture and

handicrafts, remained economically self-sufficient in all respects.

Marx and Engels thcucht that the oriental despotism ^«£sted on the

foundations of such isolated, village communities-
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Though Marx# s view of Indian society was influenced by the

Western sources, for long, his understanding 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 £nyel*s basic assumptions such'2as

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

despite certain peculiarities, in India also there was some

kind of feudalism which continued almost upto British interven-

tion. Political decentralisation, low level of development

of productive forces, production for self-consumption and

"possession by a lord of judicial and quasi-judicial trac-

tions in relatiorfto the dependent population* are so/nt of the

features common to India «nd Medieval Europe, The notable

characterics which, according to Kosmbi, distinguish India

from European feudalism were the existence of caste Sjotera*

increase of slavery, absence of guilds and the lack ot an
7

organized ca r e ! / •

After D . J , Kosmbi, prof. &•£• Sharma threw so..»d more light

on st ac4ures and practices which resemble or ope an feudalism.

Though the practice of working in owners lsnd-a practice



- 194 *

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 Jf land-

lords and by a class of subject' peasantry, the two living

in a predominantly agrarian economy marked by decline

of trade and urbanisra and by diastic reduction in metal

currency. The superior state got i t s taxes collected

and authority recognised by creating a number of inferior

blocs or even states which generated the necessary social
Q

and ideological climate 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 society. But Prof. Infan Habib

took up the challenging task of exploring ti medieval

Indian economy. Iiifact his book, Agrarian syS eras of Mughal

Ind l a , opened up new visits ' . for academic discourse. Though

he was against characterising medieval Indian social forma-

tion as 'ASIATIC1 or •FEUDAL1, Habib made i t c:«j-ir that in

medieval India collective subjection of *"' •? villages was 5ccot<r>j)a*ne4

individual subjection in varied forms exi ,ting principally

through the framework or caste. Surplus product of the v i l l -

ages was not reaching the state directly as Marx would con*

ceive. Iiifact thctre emerged a class of «3windars who acted
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as administrative instruments for the realisation ot the

Claims of the state, A part of the .«uplus product extracted

from the villages was appropriated by these Zamindars, How-

ever, Habib objects to naning th.em as feudal lords, for, he

thinks that the Zamindars 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. Such position

however does not forbid him from demolishing the myth of

equalitarian social structure. Habib argued that population

was far more stratified than what Marx appeared to have

allowed for- Caste system consolidated social differentiation

by creating an ewoYnfcus rural proletariat in the shape of the

untouchables. Opposing Marx and Engels Habib asserted that

Indian history was also "one of exploitation n̂d class contra-

dictions generation cyclical movements whicii Marx had postula-

9
ted for social evolution in general" *

Accepting in the main, Irfan Habib's thesis, Lu. larbans

Muttiia introduced ie concept of 'peasant economy* • He opposes

characterising mi. .̂eval economy as feudal o t the plea that the

soc al led serfdom *- forced labour were only l^gal restrictions

imposed by the state to extract taxes trora th peasants and that

there was co .p ete absence of extra-economic coercion at the

level of pr^Jujtion. To him medieval economy «?as characterised

by high f e tixity of land, low subsistence nee ;s of the peasants

Qnd peasant's freedom of control over the process of production..,
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In such economic system/ the relations of exploitation were

firmly based on appropriation of revenue and hence the con-

f l i c t between the peasants and the state arose on the ques-

tion of revenue so appropriated. Mukhia also argued that

the peasantry was not n̂ undifferentiated mass. Hence,

despite his usage of the term, 'peasant economy* he opposes

Burton stein* s description of Indian state as "peasant

state**. According to hit., the state used to distribute the

revenue collected from the peasants to different states of

the ruling classes in accordance with the position i t occupies

in the hierarchy. As such there were classes and cla s s con-

f l ic ts even in pre-colonial India and medieval Indian society

far from being static or stagnant " .. would have

undergone a transformation whether or not colonialism had

intervened".

This i s precisely the summary of the on-y:»J ng debate on the

mode of production, nature of classes ana u e character of the

state in precoldnial India. The studies th a.. In we come to

light sofar are not all-comprehensive. Still biere are many

aspects which need to be explored. For exampl - most of the

historians cited above con« ..crated on xhe history of North

India. Though Burton Stem and Karashima atten^ tad to study

South India, a t i l l there remains much to explore ir* Southern

and North Eastern patts of India. In viev oi large size of

the sub-continent, i i would be premature to JO me 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 iff cren-

t ati on within the villages and the peasants were under

individual as well as collective subjection; 3) There

appeared a class of Zamindars or intermediaries between

the st^te and the peasants and they used to enjoy a share of

the suplus from the villages 4) The peasants were subjected

to certain restrictions - legal as well as economic, and

5) Production was carried on for self-consumption and only

product excess of their needs used to enter the markets

as commodities.

In one sense, the emergence of British Rule OA zhe Indian

soil was a turning point in the transformation of the

agrarian system* By destroying the self-sufficient village

system, the British ruxe, as Marx would point ou;, initiated

a social revolution everh&xrd of in Asia. ThO-jii i t is not

correct to . ay t:*at private property was completely absent in

pre-con ^nial India, i t should be admitted jiat i t was the

Bri'xsh which gave legal sanctity to - ^ private property.

In one sense the Britishers were not interested in bringing

revolutionary changes in the rural <greas. They only modified

the already existing landed syst, >\ to suit their own imper-

i a l i s t exploitation. For that, they introduced Zamindari
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system - permanent as well as temporary - in certain areas

and Ryotwari system in the rest of British India. whereas 19%

of the area under direct British rule wat, under the permanent

Zamindari settlement, about 30% of the area wus under temporary

Zamindari system. In the remaining 51% of the British India,

ryotwari system was introduced.

In Bengal, Bihar and certain parts of Orissa and Worth Madras*

the British Raj introduced Zamindari system. Zamindars under

Raj were not merely administrative representatives of the British

governments in charge of collection ox revenue. According

to the personal law of proprietors, they had right to inherit,

transfer or even partition the estates under ^iieir control.

Subjected to certain conditions they had riy;.L to "._ fix

14the revenue, secure revenue and enjoy profits of new cultivation.

Since the Zamindars were expected to pay fixed sums to tne British

government, the Zamindars used to exploit their peasants without

any regard for their lving conditions of the masses Infact

there were many kinds of tenancy relations in zau_T\d<3.i areas.

Generally the tenants wt; expected to pay fixed xewis. But in

some places, as in Beng- jnd other Eastern parts, ii.are-cropping

was becoming a dominan jrm tenure. Zami"n<3grs and Jotedars

together exploited -\Jne peasants and tenants by squeezing consider-

able part of theitf sJ
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Thomas Munro first introduced the Ryotwari System in Madras

Presidency, Later i t gradually spread to different areas.

In the areas under Ryotwari system, the peasants were directly

responsible 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 l i t t l e to improve the lot

of the peasantry. But for their own interests they encouraged

commercialisation of agriculture. As & result, 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 l i t t l e

attention to the food crops. Except establishing Departments

of Agriculture and various other research institutes at diff-

erent levels and periodically making many recommendations for

improving the fate of agriculture in India, the government

did very l i t t l e in practice -to improve the fate of ne rural

masses. Due to lack of institutional suppor , indebt-

edness of small peasants iacreased. Money lenders, i

merchants and big larcHo^-ds began to dominate -he village

communities. As a -e .alt of commodification, a class of land

owners with ext.usive interests in trading c-n transport

act ivi t ies ^ner^ed. They normally tookup self-cultivation
17

by empi jyin_, the wage labourers. • Even where tenancy

nature of tenancy was undergoing a significant

caange with the trend showing a marked shift towards share
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cropping*

The study of agrarian relations in colonial India would

be incomplete without making a few observations on the

state of agrarian relations in the Princely states* then

surviving under British protection. 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 •Veth1 and

'Begar1 (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: Id

like any other commodities. In addition to personal labour

to the immediate lords* the serfs were supposed to supply

their bullock carts* fodder and milk—.alx free of cost.

The peasants were subjected to severe exploitation . Almost

50% of the produce was recovered by the feudal 1 >xds or the

State as rent. In addition to land tax* the pedants were

expected to pay a number rf o..ier taxes. In \ierf of such

intense exploitation t)~e peasants were not in t positions-to

produce any thing f ̂  profit.

This brief s^rvev sho£ws that the agrarian relations during

the col iiial era did not show any marked uniformity* Whereas

£ kinds of tenancy existed in Zamindari areas* in the
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places under ryotwari system, self-cultivation with wage

labourers started and share cropping was beoming the domi

nant form of tenancy. Social relations in the princely

states however, remained predominantly feudal. The p o s t

colonial Indian state had to deal with such diversified

forms of agrarian relations in order to bring the desired

changes in economy.

The moment India's national bourgeoisie attained political

power, the old seni-feudal and semi-colonial Indian state

underwent a gradual transformation to give birth to a new

nation state. The new state has nothing in comnon with

aucratic princely states that survivied upto 1947 under

British paramountsy. So also post-colonial Indiat) state is

very different from war lord-bureaucratic state of pre-

revolutionary China. Infact abolition of Zamindari System,

integration of princely states, introduction of Jiberal

constitution and administrative raforms initiated in diifer-

ent branches of the a* -t< apparatus-all these ir .sores vir-

tually put an end tj feudal political power ir «.idia. But

the India's be ^getisie was conscious of the J-> t that i t s

political powe? continued to be feeble if * »•• newly formed

state £ail ad to extend their power base n the village areas*

To >teet that goal i t was necessary for • ie state to introduce

certain changes in rural economy.



- 202 -

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 w of popular protests against

feudal system. The bourgeoisie understood that if they totally

ignore the necessity of initiating refors, they themselves ^Duld

be thrown out of power. However the bourgeoisie knew that i t

could not implement radical reforms in view of the truce they

made then with the landed aristocrats. Since some of the leading

poli t ical personalities i>n the nationalist movement had rural e l i te

background, even the Indian National Congress never preached any

open confrontation with landed vested interests. ~s such, there

was lack of political will among the policy makers to resort to

any radical steps such as confiscation of land from oil land lords.

and distribution of the same to the tenants and agricultural

labourers. Thus on the eve of independence, Indian^tate ŵ s con-

fronted with two contradictory pulls — ie for total transformation

of the rural economy and the other for almost total compromise with

landed interests. Ir >uch a situation thetfe. was the necessity of

devising an agricul al policy which woulc ; vitiate such reforms

which would satisfy partial social necessJ-t i.-s and at the same time

protect the in + eie^ts of the l^nd lords. Over and above these com-

peting interests, the state had the retpoasibility of augmenting

agriculturri productivity so
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that i t would become self-reliant iu 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, i t could make lakhs of well-to-do tenants the

actual owners of the land, on the other by dispossessing the

absentee land owners of their monopoly over land but at the

same time by adequately compensating them in return izir the

land taken ovei by the vJovexnment, alternative was ciea.ed for

them to switch over to capitalist farming. Lakhs of smaix te-

nants thrown out by the land owners to ev_rle tenancy acts

joined the rural proletariat. Th 113 the very -£x:st phase of

land reforms created conditions for the development of the

capitalist land owners and rural proletariat , the two classes

essential for capitalist agriculture.

Though development of capitalism in Indian agriculture is

economically in the interests of the bourgeoisie, polarisation

that such process of development initiated is politically

dangerous to the system. So increasing proletarianisation

of tenants and small peasants needs to be checked at some level*
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Hence Indian state introduced land ceiling policy with a

promise to distribute the excess land to the rural poor.

Necessary laws were introduced in almost all states to fix

limits to the possession of land. However, except in

states like West Bengal* Kerala arid 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 bureaucracy,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 ben ami 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-will indeed gotbens-

fited^the land redistribution policy. According to recent

estimates nearly 2 million acres of land were distributed

among the landless. Though there is a considerable gap

between the land declared as surplus and the land actually

19taken over by the government this, ocs of redistribution

of land could partially check proletar, isation*

Beyond this level, Indian state cannot go i -L in the direction

of structural changes. Infact* no bourgeoisie of this era of

imperialism can implement the agrarian reforms such as land to
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the t i l lers or equitable distribution of land. Yet state

cannot ignore the necessity of positively responding to

the food problem. In view of i t s inability to bring any

structural changes beyond a certain level, Indian state

started depending on technological transformation in

agriculture. Over the years the Government of India

invested substantially in irrigation projects. Allocation

for various irrigation projects increased from Rs. 456 crores

in the I plan to Rs. 10#258 crores m the Sixth Plan, similarly

enough attention is given 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 electrified.^ in the states

like Punjab, Haryana^ Tamilnadu and Kerala almost all villages

are Electrified. Percentage of utilisation of electricity

in agriculture increased to ld«5% in 1982-93. 2 1 * Likewise

the government invested substantially to ,ast-r l.->lish fertiliser

factories within the country. At present 66y uf fertilisers

demand is met by the domestic production. Jvi addition many

research institutes and laboratories ve retip in different

parts of the country to carry on research fcr development of

agriculture production.

In one sense, al.1 eft ;se changes gained wc-mentum in the mid-

sixties. As a - e ponse to the gri.a fooc ciisis 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 vi l lages specially chosen for ex-

perimenting intensive Agriculture .-ureas Programme (IAAP) .

The new strategy which called for combination and concentra-

tion of inputs l ike HYV seeds, f e r t i l i s e r s and machinery for

cu l t iva t ion . In course of time, the strategy gradually spread

to many other i r r iga ted areas* Area under HYV use increased

from 1.89 million hectares in 1960-61 to 26.52 million hectares

22in 1982-83. " Fer t i l izer consumption increased at an average

r a t e of 17.1 percent. Consumption of chemical f e r t i l i s e r s

increased from 0.69 lakh tonnes in 1950-51 to 55.16 lakh tonnes

in 1 9 8 0 - 8 1 . ^ . Between 1951-52 ano 1981-32 perhectare consump-

tion increased from 0-5 kg to 33.5 kgs. During the same

period number of t ractors in use increased from 9000 to 7 3 lakhs

tha t of oi l engines from 2000 to 29 lakhs and e lec t r ic pumps

from 26000 to 40 lakhs. This strategy of Gr^en Kevolution was

successful in making the nation. . self-relicivrc in food produc-

t ion. I t can be s ,, f r a« the fact that fo^a grain production

increased from 53. * million tonnes in 1950 51 to 17 2 million

tonnes in 1988-8 Infact after 1977-78, ...-.ports of food

grains v i r tua l ly Come to an end.

CHANGES IN 0' ^^ - i lP OP LAND*

The impact of Zamindari abolition, tenancy Reforms, land cei l-

ings and Green Revolution coula be understo - to an extent by

examining the change^ that they brought ivi land holdings.
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Jprom the above figures (Table-1) i t can be understood that

the number of holdings under marginal and small farmers

actually increased from 71.23% in 195 3-54 to 89.24% in

1980-81, though the area operated by thdin 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 0.0 2 percent. But they

s t i l l retain hold over 22.8% of the operated area.

During the planperiod, 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 i tself is not keen on extendinc rnech ..:. • sation beyond

particular level since the ruling classes e very well aware

of polit ical consequences of such proletarian . sation. Hence

through their land distribution policy and an ; -poverty pro-

grammes* the gove* ....«nts seek..: to check the di^ . itentment

of the rural pou* iy allocating a few acres oi . :md. Not*-

withstanding ;.. government^ efforts, subsistence marginal

farmers accounting for 69.7% of the operational holdings but

occupying or^y 12*16% of the operated 'ea remain as the

semi-prole ^xian strata-the reserve army of the proletariat.
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TAtbLt 1

^ ^ ^ ^ ^ ^ ^ ^ ^ GLASSES

_ (Percentage - wise) _ _ ___

S2ZE HOLDINGS OPIATED HOLDINGS k,EA OPi3U«TBD

.HECTARES " "

1953-54 1980-81 1953-54 1980-81

Marginal 0-1 56*15 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

100 100 100 100

Sourcei NSS Reports & Agriculture isus
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CHANGING FCKMS OF TENANCY*

Those M a r x i s t s c h o l a r s who concluded I n d i a as semi-feud ed

state based their arguments mainly on their analysis of

tenancy in Indian agriculture. Economists25 like Amit

Bh^.dari, 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 send-feudalism: existence

of tenancy, dominance of Usury capital, indebtedness of

tenants and small peasants to the land lords or money lender3,

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 arCjue

that mode of production in India i s akin to die one that existed

in china before revolution. Since Indian Marxists borrowed

the concept of semi-feudalisra from Mao-tse-Tu, one may

f i r s t examine what he meant by semi-feudalism, .en Mao

referred Chinese society as feudal, he had in ni"..*•: that China

where much of the la- -. was monopolised hj the landlords*

nobility and empex and peasants who had l i ..de or no land

were forced to < 1 . as serfs* For Mao, semi-1 eudalism is not

a separate mo e .-f production but ess- ially feudal relations

of production in i t s transitory stag, to capitalism. By semi-

feudal : *m he meant that society wher - Uie foundations of self-



sufficient natural economy of feudal times have been destroyed

but the exploitation of the peasantry by the land lord class

which i s the basis of the system of feudal exploitation

not only remains inCtact but, linked as i t is with the

exploitation of comprador and usurer capital. * Keeping

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.? Serf don. is almost absent in India. The

socalledflDonded labourers, who are normally cited to justify

the existence of feudal relations in India do not constitute

even 1% of the rural labour force, absentee land lordism is

now gradually being replaced by self-cultivation through hired

labour.

Again, i t is not the existence of tenancy as such, but i t

i s nature of tenancy which is fundament• ! in determining the

relations &s feudal or capitalist. In ; dia the cirea under

tenant cultivation has come down from - . 1% in 1950-51 to

9.25% in 1971-72. Evenif one may ace . that there exists

ben ami cultivation or unregistered tei. cy, i t s decline

over the years i s unquestionable. Eve . ./here tenancy exists*

share-cropping i s * w\e-̂ ing as predomin.u.t form of tenancy.

Bardhan's survev n̂ ̂ wed that the natu •..* o£ tenancy in 334

villages he tuj-v^yed in Northern and Easternlndia remaned

27
predominantly . riare-cropping on 50*5 =**are basis * Wherever



share cropping came i n t o p r a c t i c e , the land owners are

showing inc reas ing i n t e r e s t i n the improvement of a g r i c u l t u r e .

Unl ike the absentee landlords* the p re sen t day l andowner s

a re coming forward to be«r a p a r t of f inanc ia l burden for

the purchase of seeds, f e r t i l i s e r s and machinery. Landlord

cla ims h i s share not only as the owner of land but a lso as

t h e lender of c a p i t a l . Both 1 andrlord and tenan ts together

make d e c i s i o n s about production and marketing in many of the

c a s e s . A cons iderable p a r t of the produce from these tenanted

land i s now reaching markets . This i s in con t rad ic t ion with

feuda l tenancy where production i s ca r r i ed on for self-consump-

t i o n and not for market. Moreyer, t he p r a c t i c e of typing

the t i l l e r to the land i s very n e g l i g i b l e . Rudra and Burdhan

c o r r e c t l y po in ted out t h a t the socai led tachment or semi-

at tachment condi t ions r e f l e c t more the erri], . -ers concern for

a dependable supply of labour a t the r i g h t X.i^&p r a the r than

28ex t r a-economic coercion assoc ia ted with feuaal d e l a t i o n s .

Bardhan a l so pointed out t h a t landlord i s not only source

of c r e d i t to the pea san t s . Major source of inc^m-. .o the

l a n d l o r d comes from c u l t i v a t i o n and not by money ie idi^g.

Share of n o n - i n s t i t u t i o n a i sector ( inc ludes l and lo rds , money

l e n d e r s and borrowers r e l a t i v e s ) dec1 •"" aed from 95% in 1952

to 60% i n 1981-82. Between 1961-1971 share of agricul tural

money l e n d e r s among n o n - i n s t i t u t i o n a l rnders dec l ined from

47% to 23%. In 1971 profess iona l money lenders accounted for
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and landlords ±.«r 8.6*, of the total credit. Gver the

years with the emergence of banks as institutional sources of

finance, the role of money lenders declined. Medium and large

farmers do not borrow much from che money lenders. I t i s only

marginal ana small farmers who depend .aore on ooth money lenders
TO

and instituitonal sources. However there is no point in denying

the fact that rural indebtedness i s on the increase. But in-

debtedness as such is not a sufficient indicator of semi-feudalism.

Infact indebtedness can exist even in capitalist countries. The

peasants are indebted not only to money lenders and landlords but

also to co-operatives and commercial oanks. Recent agitations in

different parts of the country to waive off the Dank loans show

the intensity of this new contradiction between the pesants and

the banks*

Finally one may be allowed to point out another new trend emer-

ging in agrarian relations. By the term tenancy, we w r̂e referr-

ing to the prac tice of big land owners living their land-wholly

or partly - to the small tenants or t<wcints-at>-will. But in the

early 70*s i taif P.C. Josni observed averse tenancy in Punjab

and Haryana where ...l land owners startedtenting their land - not

to poor tenant OP landless labourers but to commercial farmers

who need a lar-j-c -and holdings to use i s machinery,- profitably.5*

Recent stu lie j on Punjab endorsed th Dservation beyond doubt.

Though the..* is considerable decline ii p-re tenant holdings,

holdings of the owner-cum-ten ants, rose b, 97.5% the largest increase
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being in the case of meaiiun land holdings followed by large

32-
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

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 dficjuures. From the

very biginning the post-colonial state in India was keen on exten-

ding bank faci l i t ies to the rural areas. I t was with that purpose

that the State Bank Of India came into being replacing the old

Imperial Bank. When the Government observed that the coounercial

banks failed to extend i t s branches to rural areas, the state

nat ional ised 14 scheduled camnercial banks -^th a promise to

meet the credit requirements of the rural ^as. Since then, bank

network in the rural areas increaseaenorn, iy. Number of the

rural branches of th Jmmercial banks in« * -asedfrom 1,8 32 in 1969

to 30,585 branche x December, 1987 (See \rdule I I ) . Wow rural

branches acec at -or 56.2% of the total branches and 14.b% of the

total bank personnel. Total number of x.. >rrowea accounts increased

from a t ŵ thousands in 1968 to 210 lakk^ in 1984. Aggregate

depos;.! us of the rural branches of the ccMvnercial banks increased

from Rs. 14.20 crores in June 1969 to Rs 6 7 6 jcrores at the end of

1983.W almost 155i of the bank credji flows to meet rural



- 212 A -

Table-2
Branch Expansion By Public Sector Bank*

1.

2.

3.

4.

5.

6.

Banks

State Banks of '
India

SBrs Subsidiaries

Fourteen Nation-
. alised Banks

Six Nationalised
Banks

Regional Rural
Banks

Other Scheduled
Commercial
Banks

Total

Period

June.
1969
March,
1986
June,
1969
March,
1986
June,
1969 .
March,
1986
June,
1969
March,
1986

June,
1969
March,
1986
June.
1969
March,
1986

June,
1969
March,
1986

Rural

462
(29.4)
3584
(48.2)
358

(40.0)
1306

(38.8)
703

(16.9)
10157
(47.0)

—

• 1461
(41.7)

—

11671
(92.3;
337

(20.0)
1434

(32.1)

I860'
(22.:i)
29631
(55.8)

Semi-
Urban

796
(50.7)
2053
(27.6)
373

(42.0)
1119
(33.3)
1465

(35.1)
4436
(20.5)

—

734
(20.7)

—

853
(6.7)
708

(41.9)
1399

(31..1)

3344
(40.2)
10594
(20.0)

Urban

163
(10.4)
1116

(15.1)
86

(9.6)
580

(17.2)
928

(22.3)
3966
(18.3)

_

815
(22.9)

_

121
(1.0)
279

(16.5)
991

(22.2)

14:".'
( 1 7 ••••

758'
(14

Metro-
politan

150
(9.5)
676
(9.7)
75

(8.4)
358

(10.7)
1072

(25.7)
3064
(14.2)

—

523
(14.7)

—

1
' - )
364

(21.6)
H47

<: -. 4 )

l t , d l

(20.0)
5769
(9.9)

To\nl

1571
(100)
7429
(100)
892

(100)
3363
(100)
4168
(100)
21623
(100)

—

3553
1100)

—

12646
(100)
1688
(100)
4471
(100)

8321
(100)
53085
(100)

Source: RBI 'B Report on t urrency and Finance, 1986-87.
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credit requirements. Banks credit to agriculture actually in-

creased from Rs.54 crores in 1969 to Rs. 13,127 crores in December,

1987, " Despite considerable increase in commercial banks net-

work, co-operatives s t i l l remain the dominant source of insti tu-

tional c red i t . As on 30th June 1986. total number of primary

agricultural co-operatives including farmers service societies and

large-scale multipurpose societies stood at 92/430. Above them,

there were 352 District Central Co-Cperative ^anks and 29 state

Co-Operative banks. In the recent years many Regional Rural Branches

(RkBS) were started in many unbanked areas. ^s on 30th June, 1987,

196 RkBS with their 13067 blanches are operating in 362 d is t r ic t s .

So far the KRBs mobilised Rs. 1,919 crores as deposits ana lent

KS. 1933 crores for various purposes to small and marginal farmers.

Now almost 55% of advances from co-operative banks and 42%

advances from couiuercial banks go to agriculture sector. When one

remembers that in 1951-52 total credit fi JI>» government and co-

operatives to agriculture :ounts for only 6.4% an^ that of commer-

cia l banks to 0*9%, what the banks have achieved n>. i s indeed remark-

able (See the TableH > .

Establishment of ^ ̂ t jnal Bank for Agriculture ,i*i Rural Develop-

ment (NABARD) 1.. 1?J2 was another remarkable development in title

field of ru al credit. NABARD as an apex body pays attention to

all the m,-tt^rs concerning policies* pl^oing ana operations in

the fiela ut rural credit I t provides financial assistance to

co-operative banks, couu e cial banks and RRLS through refinancing
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facilities. I t is also entrusted with the responsibility of

strengthening the credit delivery system and providing necessary

training for the bank, personnel. It coordinates the activit ies

of the co-operative and commercial streams of credit.

PRICE DETERMINATION AND A3UICULTUKAL MARKETINGi

One of the important task undertaken by the Indian State immediately

after independence was creatiJn of a single central national market,

Hlong with terr i tor ia l integration, Indian st^te made all efforts

to create market oriented economy where the production would be

carried on for profit, not merely for se If-con sumption. Transport

fac i l i t ies are widened to link the rural areas with urban centres.

According to recent estimates, about 65% of villages with population

over 1500, 46% of villages with population between 1000-1500 and

21.7% of villages with population less than 1000 people were conne-

cted by all weather roads. Likewise market Tacilties are ex-

tended to see that the agriculture products can easily reaeh the

markets. According to Indradeeo Sinha during the last 30 years

virtually the entire rural conomy has been drawn J. to the vortex

of money-commodity relat:' o .^aips and almost 100% o: . mnercial crops

and 40% to 60& of food ci ops are being brought iato the market and

sold ?;••*• as commodities. At present the->. are about 24000 village

markets and over ^i4 larger markets sitaac-vi at Tahsil headquarters

or in large viliau.s. In addition there «re 2320 principal regulated

markets and 311o Regulated submarkets in -ndia. *s a result of

development of such well knit market mechanism no . lraost all

important agricultural products - whether they be. jute of Bengal,
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tobacco in Andhra, Coconut of &erala and sugarcane in 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 cash crops has become increasingly dependent on

vagaries of national and even international markets into which

they themselves are well integrated.

Post-colonial States in India is increasingly interfering in this

market mechanisms with a promise to regulate anacrchy in the free

market. state now intervenese in agricultural marketing through

regulation of markets, establishment of Warehouses, procurement of

food grains, state trading in food as well as cash crops and

strengthening of public distribution systems. Government organisa-

t i jns like Food Corporation of Ind: a. State Trading Corporation,

District co-operative marketing societies and different warehousing

Corporationsjhave 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 ^he basic agricultural

products plays a key role in fixing the pri:.• ss ofali major agri-

cultural^ Such a comprehensive intervention of state in all activi-

t ies related to rural economy is only a post-coionial phenomenon.

At no time in history, Indian state had taken sojmany responsibili-

<u fov
t ies to strengthen particular Kind of development of rural economy

A

conducive to the overall interests of tde ruling classes in India*
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RICH PEASANTS AS DOMINANT kU<riL CLASS

Structural and technological changes initiated by the Indian

stut« succeeded in creating necessary conditions for the develop-

ment of a homogenous class of rich peasantry conscious of i t s

class interests. In addition to pure capitalist farmers/ this

class includes landlords who have subsequently takenCup captalist

farming and also rich tea ants who acquired considerable land after

the Zamindari abolition and tenancy reforms and tookup intensive

capitalist farming by using hired labour along with family labour.

In a country where fert i l i ty of 1-tfid differs from ^lace to place,

5i2e of holdings alone cannot be a sufficient criterion for cate-

gorising rural c lasses. Hence no attempt is made in 3ur analysis

to create any artificial 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 i s the existence of certain c haracteristies common to all .

They arej- 1) In the main, <A11 of tliem involve in self-cultivation

through hired labour.- 2) Their primary source ot income is extract-

ion of surplus vali1:.. not family labour »jr rent; 3) Even where

a part of the Ian ~s given for tenancy, the owners show increa-

sing interest iv\ production process, uecirs a part of the expen-

diture and ex-kfact surplus on share basis; 4) All of them use

modern technology to the extent their own needs demand and

5) They /ouuce mainly for markets; not for self-consumption

alone,*2*
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Taking advantage of the infrastactural facilities provided

oy the State and Central Governments, the rich peasants appropriated

considerable assets and outweighed the oia absentee landlord class

depending wholly on rent for i t s self-rrporduction. <-*ver the years

the rich peasantry whicn is increasingly oecorning conscious of i t s

interests* started organising it. \elt into powerful pressure 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 to their demands.

Mention may be made hereof Warayanaswamy1 s Tamil iJadu Agricuturists

Association(TNAA) . shetkari Sanghtana of SharT-ad Joshi and Bharatiya

Kisan Union led by Mahendrasignh Tikait. Having attained dominant

positions within the villages, the rich peasants developed capa-

b i l i t i e s to use such organisations to attract substantial members

of the small and middle peasants-Cl as^ composition of those orga-

nisations made some writers believe that thes< rganisations be-

longed to middle pea: its or bulloc*. capital!. •'. I t may be true

that sometimes even i, ... middle peasants and to .** extent even small

peasants might h VP got benefits from tho;,: movements. But when one

."... looks at tre* indifference to the probi* .as of tenants and

agriculturc-1 1 tourers takes note of theitf .^position to radical

land refo .a? and examines their basic dem...-is such* higher prices

for agrq.ju.ture commodities, unrestricted iater-state trading and

reduction of tariffs on agricultural^ one Can assess the class na-
i

ture of these organisations. Though the. leaders atitimes argae that

if their income • increase they would gj /t 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, ^ighex prices for agricultural commodities

benefit those sections which can prcduce considerable marketable

surplus. In India 18% of the cultivating households own 61.2>i of

the total operated area and generates over 1/2 of the gross output

and accounts for 2/3 rds of the marketable surplus. Only those

people who can produce considerable marketable surplus can think

of inter-state trading. Marginal and small farmers who contribute

very l i t t l e to marketable surplus and infact even purchase.- food

grains atfcimes, will not really get benefited by demands such as

higher prices or inter-state trading. Though certain demands li^e

liberal credit f acilties, tariff concessions and subsidies on

irrigation, fer t i l iers anu electricity are partly useful to the

small and middle farmers also, i t is actually the rich peasants

who take maximum advantage of such public policies. I t i s actually

the failure of the Indian lef t i s t parties to mobilise agriculture

labourers, tenants and small farmers and to attract even the middle

peasants to their side which- gave opportunity for the rich peasants

to take the lec£. Now by creating an ideology of unified peasantry

and through solgans suchas BHARAT Vs -..•• A or AGRICULTURE Vs INDUSTRY,

the rich peasants could mobilise even ti ose> sections whose interests

are not compatible with those of rich peasants. Having realsied

that they have better things to grab from t... system the rich peasantry

at/times declare truce with other rural clast ... However, general

practice in all parts of the country showed r .al whenever agricultural

labourers and small tenants led agitations a., .dast them for wage rise

or for reduction of rents.
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the r i c h peasants do not h e s i t a t e to put down such :nass p r o t e s t s

by using a l l the i r might.

CHANGING RURAL POLITICAL SCEMB:

All the above mentioned changes in agrarian economy could not have

taken place in the absence of ce r t a in modifications in the s o c i a l

and p o l i t i c a l s t ruc tu res of ru r a l India . Development of capi ta l ism
X

in agriculture necesstates existence of political institutions condu-

cive to such development. Being aware of it/ Indian planner under-

took systematic st^ps to introduce now administrative and political

institutions in place of the old ones. in tne traditi on al/y i l l age

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. *-ut abolitionAzaTiindari system,

integration of princely States, implement at.; i of land reforms and

introduction of liberal democratic government i "rmea on the basis

of universal adult franchise - all these cnjriy s ^ould strike at the

political power uase of the traditi jnal rural elit ^J. While the

community development progran:des laid • mdation to modern admini-

strative structures, panchayat raj sys -fim introduced competitive

politics in tlu ,traditional v illage /stem. Following Balwant Mehta's

report, almost eiLl states introduced o-tier or three tier system.

Though poll i ^ns invoked Gandhi's na .--, Panchayat system that

actually < JH . into being had very I t ~le to do with Utopian G andhdean

principj -r In the place of simple s-.sif-sufficient isolated village

syster: u-at Gandhi dreamtA there dev. 1 >ped decentralised village

units, well integrated within the c ^-Ualised administrative and

polit ical sU lctures. Appearance o^ 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

poli t ics. Formal consent of the pecple became the basis of the

new political power structures. Wich the gradual disappearance of

feudal landlords having hundreds and thousands of acres of land

under thier control, owner-client, relationsnip started disappearing.

Were social status and possession of land may not always guarantee

pol i i t ical power, if they are not accompanied by people's support.

In these conditions, group or coalition politics began to acquire

new significances in rural political life. In a situation where

numbers do matter, castes began to play new roles in public l i fe.

Though there exists class diffexentiati-<n within eacn caste, econo-

mically dominant classes of every caste started using casteism as

an ideology to mobilise their support base. The momentum created

by these power politics politicised a1 1 castes. As a result, in

place of traditional caste systan h . ; on hierarchy, there emer-

ged a new fraraewor,\ where all castes o£ Competing with one another

for taking advantages of opportunities -, vied to them. In such

competition, only those traditional upper : castes vtoich could

also mobilise support of other castes by us-, , its economic and

social status could retain their supremacy in v.^age politics. Many

of the backward castes members because of their nu ^rical strength

and also because of their acquisition of considerable amount of

property, could become decisive ad s in village politics. But

Harijans aid tribal people, despite their numerical strength could
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not make any headway because of lack of soc.^1 and economic status.

Even legal provisions to include SCs and STs in Panchayats 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

numbers without required social and economic status will have

l i t t l e bearing in the new village political system,

gy making castes or coalition of castes in the villages &s their

power base* newly emerging rural leadership could make their way

into higher political bodies. Infact, since the mid-sixties

rural representatives in the state Legis. t ires and the Parliament

are on the increase, a # All the members >.t" Parliament and

Legislative Assemblies who have their political base in the rural

areas could successfully pressurise t̂ ie governme-n-.s to take-up

certain programmes which are beneficial to the \i11 *ge community

in general and to their own communities in particular. No political

party ignores the fact that majority o£ the votes are concentrated

in rural areas. Hence all governmen-Ls -ake'up necessary measures

to appease the emrging rural leadersh. . Infact all state Govern-

ments avoid imposing income tax on agri<- n-fcural Incomes since they

do not want to antagonise the rural elites. pen the Central

Government gives enough subsidies and introdu -e -wany develop-

mental progranmes to attract the masses and leodrsi S 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.

Economic and political transformation that has taken place in

rural India since independence exercised considerable influence

on social and cultural aspects of Inuian villages. Establish-

ment of many adrnini strati vs and quasi-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 transport facilities-all these have

impact on the values and attitudes of the village community.

Though casteism is far from disappearing, caste system is losing

i t s rigidity n̂ci is increasingly becoming lynoriic to meet the

new challenges.46 Rationality of traditional, hierar^hichaste

system is very much questioned anu the bac -axd castes started

becoming competitl ^. The very fact that th* harij ans and

tribals, despite ;... air weaker status, i^gan to organise them-

selves to figh . cial and economic inequalities clearly indi-

cate the fare .fcteat the hegemony of the traditional caste system

is now e* stakes. Similarly the join- . soiiy system which was

an invort«nt feature of traditional v; 11 ige societies i s now

undergoing - change towards nuclear 01 « -11 joint family system,
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Commercialisation of agriculture and greater exp osure to the

city l i fe started injecting competitive and acquisitive values,

profit motive and calculations based cash nexus permeates

economic relations of all the developed villages.47 In the

field of politics, Panchayats and cocperatives have given

birth to new rural leadership. Recent literature on rural
48

leadership shows that though caste status and ownership

of property continue to have social relevance, other factors such-

as education, exposure to urban areas and ability to get necessary

things done from the higher Tups became determinant factors

to become a successful leader. I t 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 socailed "idyllic,

unchanging, isolated and natural village communities are gradua-

lly getting integrated into the modern bourgeois social system.

However, i t should be made very clecr that while i t i s nece-

ssary to take r e of changes that axe taking -lace in social

sphere, one . Ud avoid exaggerating the exte-a of change,

Despite mar./ aanges in the forms of caste sys' :u, domination

of upper a tes continue in must of the Indian villages. Con-

s t i t u t ions prescriptions could not completely eradicate the

practice of untouchability. Even now manxages take place within

the castes. Rtl- ions/and superstitions exercise considerable

influence on tn minds of the rural masses. Traditional jajmani
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system and system of forced labour exist in certain corners.

All these show that changes in cultural and ideological

spheres have not kept pace with changes in economic and

poli t ical spheres in Indian Society,

CONCLUSION*

i n t h i s chapter an attempt i s made to examine the c h a r a c t e r i s a t i o n

of modern Ind ia as a semi-reudal s t a t e . To strengthen the i r

v e r s i o n of semi-feudalism, Marxists usually c i t e fea tures such

as ex i s t ence of tenancy, backwara forces of production, domi-

nence of money lending and continuing significance of cas t e s and

r e l i g i o n in Indian soc ie ty . Opposing such an an&lys. :, a t the

very outset we argued t±wt the state is a structure in itself

and that i t should not be reduced -o economy or culture. By dis-

tinguishing the state from civil society, we have artgued that

the structure of Indian state una£̂ - went a gradual but u total

transformation on the eve of independence to meet the needs of

new ruling classes. I t was presi."aly that new state which under-

took the responsibility of transforming the rural India. A

brief discussion of the debase ewer pre-colonial and colonial

modes of production in IndiaiiL presented to make comparitive

analysis of the changes that V\§̂ e taken place in agrarian relations*

While evaluating the debate en the mode of production, we made

i t clear that in post-colonial India self-cultivation with hired

labour i s becoming the dominant feature of Indian ayrarian
AQ

relations* Land under tenanancydeclined over the years*
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Bonded labour cease to be a dominant phenomenon. In the

place of feudal tenancy, method of share cropping where both

land owners and tenants can take personnal interest in pro-

duction process, emergea as the dominant form of tenancy.

Productive forces could develop to the extent the system

permits. Prices of the basic agricultural commodities are now

not determined according to local conditions. Credit and

marketing facil i t ies were improved considerably ar^ the domi-

nance of money lenders is grauually declining. ** homogenous

class of rich peasantry conscious ot i t s interests started

emerging as the most powerful class in Xural inuia.

In the field of politics, i t is argued that, ciboiitlon of

Zamindari system and inteyrati ->n of princely states virtually

put an end to feudal political powei in India. Since nearly

7054 of the people reside in rural are^ . introduction of uni-

versal -Jdult franchise enhanced the . stige of the, villages.

Similarly, panchayats and cooperatives introdi competitive

polit ics in the coarcry-side. In the procesr ->t change, castes

acquired new role *s pressure groups ĉ rn,, , ng for power and

status. A new Set of leaders started &.\ • ging in rural India,

These leaders could effectively integrat uie villages at the

state Ieve3 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 state intervention. Though

economic and political policies of the state could bring a

certain amount of change in the values and attitudes of the

villagers^ i t has to be admitted that many feudal values

and practices continue to influence the lives J£ the rural

masses to this day. Influence .. ..of such pre-capitalist

ideological structures on modern political structures should

be taken into consideration in under standing the social

dynamics. But this should not lead to any hasty conclusions

about the clast. character of the state. If existence of

feudal social structures and practices were sufficient

criterion for character sing the state as feudal, then many

of the advanced capitalist nations and even socialist countries

where superstitions, religious dogmas and ethnic problems

s t i l l persist, should also be declared as feudol. i t should

be understood that changes in the ideological sphere will not

keep pace with political and economic ciianr—s. I t is because

ideology or culture is relatively independent of politics

and economy. ' Culture ias i t s own dynamics and time-scale.

Even^if the state cr a_es tho conditions for the elimination

of the old ideologi >~>.i system, without initiating continuous

and conscious popu ~ struggle at cultural and ideological

fronts, old values and old practives will not disappear so

easily* If feuu^ culture s t i l l dominates incL•-»!* social life,
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i t i s 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 old beliefs

and practices. After independence, for their own political

reasons, the Indian bourgeoisie find i t beneficial to perpetuate

feudal ideology to the extent i t helps in retaining their hold

over the toiling masses. This is precisely the reason why

superstitions, caste differences and religious domination st i l l

persist in independent India, These historic limitations

and political expediency should be taken into consideration

in the Marxist analysis of Indj an state.
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flSCAL Cl-.ISIS cV I'1;37< 'S

History of the origin of welfare state in the Third world

is very different from that of advanced capitalist countries.

In the West, inability ui: individual capitals to protect

their own rtal interests and consequent emergence of class

conscious proletariat complelled the state to intervene

positively in the capitalist reproduction process. In the

interest of the overall capitalist syst mt the state , nas

to regulate the roles of individual capitals and takeup many

welfare measures to neutralise the discontended working class.

Such a view developed by many western scholars however seems

inadequate to explain the welfare role of the 3tates in the

developing countries where capitalism h â i not taken a shape on

the eve;- of their independence. Unlike the Western States where

capitalist development was left mostly to the private initiative

for a long time, in many of the 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 beginning the

state hai to project itself as a Welfare State interested in the

Welfare of all sections of the people, particularly the downCtrodden.

Such steps were inf •, necessitated by the specif .o.. situation in

which the Indin n? ± ->nal bourgeoisie was placed r the eve of

attaining state jover.

When deraocr at _c A.evolutions succeded in countries i~l<e «merica and

France, thu bourgeoisie emerged as the predominent c|v.ss capable of

becoming the ruling class of those countries. At that time.
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workers had not yet emerged as a homogenous class. The feudal

classes gradually lost their economic base. The bourgeosie

gradually began to consolidate i t s strength in all fields.

Hence for quite sometime, they could proceed -wixh robber-

baron capitalist model without any necessity of direct

state intervention. Things did not move this way in developing

countries like India, in Ir.iia the bourgeoisie attained political

power at a time when capitalism as a world system had already

reached the stage of imperialism. Along with the bourgeosie

there developed the working class- fairly conscious of i t s

class interests. While the feudal elements s t i l l persisted, a

large mass of impoverished peasantry was impatient for redressal

of their grievances. Telengana r̂med struggle in ^nanra Pradesh

and Tebhayha struggle in West Bengali 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

WaiC and emergence of China anu Eastern Europe as socialist states

had enhanced the prestige of socialism. Almost all anti-imper-

i a l i s t struggles in the colonies awd semi-colonists were influenced

by radical thoughts. Even in the West, after the great depression

of the mid-thirtees, the states had t . take recourse to welfare

ideologies. Having attained state powc* in such national and

international contexts, Indian bourgeoisie Could not remain

indifferent to the basic problems of pove*-^, unemployment, ex-

ploitation cjrid suppression. However, fcae v î. y class character of

these staces rule out socialist pafcf\ of develop, . ^nt which aims

to eliminate social and economic disparities. wi:-•. i s worse*



owing to his tor ic limitations/ the bourgeoisie finds i t difficult

to complete all social and economic t«-*sks of liberal democratic

revolution. ^s a result evenif national bourgeoisie is well

established in state power, problems specific to precapitalist

socialist formations persist for a long time. These handicaps

however cannot be an excuse for inaction. when the .nasses are

expecting redressal of their grievances, the state cannot sit

idle. If i t cannot initiate structural charges* a t leas t i t

had to take up increment^list measures to legitimise itsown

authority. In otherwords, necessity to protect and promote

the interests of the bourgeoisie in the given historical context

forces Indian state to project itself as a welfare state. In

this chapter we would be making an attempt to l i s t some of the

welfare programmes undert&ken by the swte ana then analyse the

success or failure of Indian state to reconci Le the aspirations

of the masses and economic compulsions of th, ^ystem.

Certain aspects of so-ial contradictions n post-colonial India

found i t s expression in Indian constitution itself. The basic

structure of the/sace and government that twj constitution post-

ulates is very c-Ynilar to the western capitolist model. The

fundamental ri .; .s that i t guarantees -'emaiii basically liberal

in content .at, in order to satisfv tiie radical social forces,

essential lights suchas abolition of child labour, provision

for humane and just conditions, eqi-.fiJ. Wijes, and maternity relief

are included under the Directive Principles of the State policy.



I t 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. I t expressed i t s oelief in distant socialism but

actually preserved all the material requirements of capitalist

system.

However, the bourgeoisie is not unawaie of the fact that more

constitutional provisions can not appease the people for long.

Moreover when the ruling class itself accepts to play the yane

of representative democracy, universal aault franchise assumes

considerable significance. Since attaining governmental power

can ignore the necessity of takinyup certain welfare measures

for creating the vote banks. To neutralise the influence of

the radical parties, the Indian National Congress and other ruling

:. . , ,. *Sparties, : initiated many welfare measures for the

benefit of the poor. Before critically evaluating lie impact of

these welfare measures one aiay briefly disc u&S vcaious welfare

programmes undertaken by the state.

! • fcfiSEJSEE&S* p. * arious reasons, the ,,ost-colonial state

in India had to t«*>e 1 4e problems of the industrial workers very

seriously. Before .independence, native ae W-il as colonial indus-

t r i a l i s t s mercilessly exploited the proletariat. As a reaction,

trade unions developed in all important factories to fight for

the basic demurs of the workers. In COUTCL of time, instead of
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merely concentrating on economic demands/ Indian working class

began to play a very important role in anti-imperialist struggle.

Inspired by the socialist revolutions,, a considerable number of

them rallied behind communists and socialists. The new classes

which attained political powei after independence cannot under-

estimate the potentialities of such working class. Hence appease-

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 pe<ace is an essential condition for initiating

a rigorous process of industrialisation. This peace can oe pur-

chased only by paying sufficient price for i t in the form of labour

welfare policies.

The Directive Principles enshiineu in trv- constitution assured the

working class of many rights suchas right t work, abolition of

child labour, equal pay for equal work, dec standards of living,

maternity relief and labour participation in industry. To guaran-

tee at.Cleast some of the rights, the government eiacted a number

of labour laws suchCas the Factory Act- 1948, Ti.e. Wines Act 1952,

The plantation Labour Act, The Indian Merchant Shipping Act and

Coal and Mica Mines Welfare fund Act. As early as iv\ 1*48 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 SmploywuS/nt Provident Fund Act in

1952, Maternity Benefit Act in 1961 ar.cl payments of Bonus Act

in 1965, I t i s said that as on 1985, gboit 7 millions employees

enjoy insurance benefits and 12 million -orkers subscribe to
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provident fund.

Besides takingup these welfare measures, Indian state directly

intervenes in the industrial relations as reconciler anu arbi-

trator. Separate labour departments and labour courts axe

established to deal with industrial disputes. A comprehensive

industrial jurisprudence covering even the minute detoils of
4

industrial life was developed over the years. Like corporatist

state* Indian state framed the rules of the game to be followed

by both the capitalists and workers. Legitimacy of such a state

was further consolidated when the workers themsexves started con-

sidering that the state intervention is essentially in their own

interests.

KUKAL

Land reforms initiated immediately at ter i.-^i^endence could benefit

a considerable number of tenants who nad no ^roprietory rights

over the land. Yet, i t should a': jo be admitttjd that the same land

reforms also led to eviction o: *. akb g of tenants-at-will who

ultimately joined the rural p/_*etariat. La~k of opportunities

in the ci t ies and towns i released rural unenvzoyment and i t i n -

turn kept the agricultural wages at a very 1 /„• level. Likewise

market mechanisms t-nd jreen Revolution fur th i cornered the

small and marginal peasants and widened the inequalities in the

rural structure. Poverty, unemployment/ alienation from land

and consequent frustration among the rural JOT became important
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factors responsible for growing tens-lions in the rural suucture.

Naxalite movement in the 1-ite 60* s n̂u early 70' s brought to

light the intensity ot the alien i t i on of small peasants ana

agricultural workers with the existing system. 1'ne tli en

Indira Gandhi's government clearly understood the magnitucie

of the problem. Necessity of legitimising the system in

general and her government in particular compelled Indira Gandhi

to come out with her "Garibi Hat^o" programme. Thereafter,

anti-poverty programmes initiated during this period continued

to be implemented in different names by subsequent governments

also.

If the fate of small f aimer s is left to tho market forces or to

the local elites* sooner or later, all of th j;n would be forced to

join the rural proletariat. Being aware of ..*;£ dangers of such

proletarianisation, the government sponsored i.i-jny progrunmes for

the benefit of the small and marginal farmer^. Hhen Indira

Gandhi's goveri at nationalised th' -janks* she ordered for mobili-

sation of 30 - bank credit to priority sectors viz, agriculture/

small-sea]© Industries and other se cor s. As on June 1985, as

much ar 42,7% of public sector credkc was advanced to the priority

sectoi s. W ithin the total advances made in priority sectors* agri-

culture alone accounted for more tk-n 43 percent. Nowadays the

banks extend credit to the poor farmers with reasonable rates of

interest* sometimes without any surety. Similarly the government

provides fert i l isers and marketxncj facil i t ies at subsidised rates.

In 1971, to meet different requitf&tYients cf the small farmers the
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government started small Farmers development AgencyisFiiA)

programme. I t aimed at benefiting 50000 persons in five years

in every d i s t r i c t . At the end of the programme, i t was estimated

that 16*87 millions participated in these programmes and nearly

7*2 millions enrolled themselves in the co-operatives. More than

Rs. 220 crores were releaseclfor the programme. m 1980 the SFDA

programme merged with Integrated Rural Development Programme (IRDP) •

The IRDP aims at better utilisation of local resources and creation

of infras t ructura l fac i l i t ies for social and economic development.

By creating employment and income earning opportunities, the pro-

gramme expects to improve the quality of life of rural population.

The IRDP covers 15 millions fanilies in all 5000 official blocs

of the country. The Seventh plan allocated i<s. 3473.99 crores for
g

various programmes included unaer the IKQP.

In addition to IKDP, both Centra1 and state Governments sponsored

various programmes for the benecit of rural proletariat. The

Seventh Plan expected to generate t o t d employment of 1445 million

m and ays under i\lational Kural ^mploym&nt 'r oj ect (W*vSP) and another

1012 mandays under Rural juancless. £m|.T'-yThent Guarantee programme

Plan outlay for these two px •̂ •imme stood at 8s.1743.79

crores and 1250.81 crores respectively. *%k ax-t from such employment

generating programmes the Central Government s^wsors Training of

Rural Youths for Self Empl oyment (TRYSSM) program e wKich aims to

provide necessary skills to the rural youth sothfct ai ' r̂ training

they would take to self-empl oyment. The sixth plan claims to have

trained 9.4 lakhs youths out of which 4.^4 lakhs have been self-

employed.



Along with di-.ff.rent social policies aimed at certain targeted

groups, the central governem ent also sponsors certain programmes

for the development of underdeveloped areas. **t the end of Sixth

Plan ther^ere 181 Integrated Triabl development Projects covering

substantial scheduled tribes pupulated areas. To undertake

rel ief measures in the dr. aght affected areas* the wrought *rown Area

Programme (UPAP) was introduced, spread over 70 d is t r ic t s of the

Country, i t now covers over 500 blocks. The Seventh Plan allocated

63,245 cores for the i>P*P. Similarly there i s Desert Development

Programme (JLAJP) for checking further desertification and for raising

the productivity of the local resources. The uiap coders both hot

and cold desert areas of the country. The Seventh Plan allocated

Ks. 1743.78 crores for the programme. In addition. Government also

sponsors Co.iuaand Are a development ^rograrnue (OiDp) and Hill Area

12Development Programme.

Apart from these, the state takes up . . y other progr aiume s. In the

previous plan i t allocated to. 1201.22 . rores for accelerated water

supply and us. 4.0 crores for sanitation -.i.vl 20.3 crores for Develop-

ment of women and children in rural Area" DwCSU*) programme. At the

end of his tenure. Mr. Rajiv Gandhi had >.. aised to introduce Nehru

Rojgar Yojana with a plan outlay of Rs. 5O0 crores a year.

EDUCATION & HEALTH

Like many other democratic welfare s- a tes , Indian s t a t e also took

the responsibility of providing hea- dnd education facilities to

the people. Since healthy, educatec ..,iid skilled persons are essen-

t ia l even for running the bourgeois State machinery, the state itself
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feel i t necessary to provide subsidised educational and health

fac i l i t i es .

In the field of education, tot^-1 budget allocation increased

from Rs. 191 crores in 1950-51 to Rs. 12,346 crores in 1985-86.

Public sector1 s share in the total educational finances incre-

ased from 42% in 1950-51 to about 66% in 1935-86. About 90/«

of the budget is financed by the State Governments • Between

1950-51 and 1984-85, total number cf Universities increased

from 27to 150; colleges for genral education from 498 to 4005;

high schools from 7 288 to 62894; middle schools from 13,596 to

1,29,879 and Primary schools Y.&S€ t© 5'AO ••-iou sands. Along with

general education inst i tut ions offering professional courses

al SOUL ncr eased. Between 1950-51 and 1977-78 prof essionaJicoll-

eges increased from 300 to 460 2 and vocational and technical

educational colleges from 2339 to 2918. wfoereas the number/of

medical colleges rose from 28 in 1950-51 to 106 in 1977-78;

dental colleges increased from 18 In 1950-51 to 1059 in 1985-

86# The stock of educated niojrifjpower of the matriculates and

above i s estimated to reach 6.43 crores in J990o

Similarly certain progre i s made in the fie- of health also.

Public Sector share in • ?»e total finances inci ,ed from 20% in

1950-51 to 50% in 198 6. Per capita expenditu^ incurred by

the s ta te on health .i »t up from Rs. 1.50 in 1955-r ^ to 27.86 in

1981-32. As a resu •„ of governmental efforts, .• ween 1951

and 1985 number c 1- _ds per lakh of population i .... ; from 31
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to 85 and number of doctors per lakh of population increased

14
from 6.5 to 44. while l i r e expectancy went up iiaiti 27.4 years

i n 1941-51 decade to 54.71 years in 1985-86, infant mor ta l i ty

came down from 14.5 per thousdnds in 1950 ' s to 11 0 in 1981.

Diseases l i k e plague and small pox axe er^dic^-tea and morta-

l i t y from cholera and r e l a t ed diseases also declined. The

seventh plan al located Rs. 3392 crores for heal th and te. 3256.26

crores for family welfare. * The f i r s t annual budget presented

by the New National Front Government al located Rs. 86b crores

for Department of education and Rs. 956 crores for the Ministry

of Health and Family welfare. '"" * .

DEPR ESSjp COMMUNITIE31

I t was only during the freedom struggle tha t for the t i r s t time,

the os t rac ised communities were drawn in to the nat ional mainstream,

Leaders l i k e Gandhi ana «mbedkar made che Nation aware of the

problems of d a l i t s who c o n s t i t u t e a quarter of Indian populat ion.

Under the influence of social reformers l i k e Jyo t i rao phule, the

h a r i j a n and t r iba l people s t a r t ed becomin "onscious of t he i r own

i n t e r e s t s . Hence, when independence was .c .. 'aved, the new S ta te

could not ignore the problems of these cr . u n i t i e s . As a f i r s t

step towards attending to thes^problems ••-•••* Const i tu t ion i t s e l f

declared untouchabi l i ty a<• >-« die system of bonded labour as uncon-

s t i t u t i o n a l . Reservation -.:e provided for the scheduled cas tes

and scheduled t r i b e s i . • ucation and employment. S ta te govern-

ments were allowed to ;•- ovide similar oppor tuni t ies to other

backward c l a s s e s . Rel -•>: t ions are made in age and minimum qua l i -



- 246 -

fications for those communities, iiven in the field jf politics,

seats ate reseiveu in the assemblies and Parliament, Simi-

lar provisions axe made even et Panchayat levels. * Moreover

for improving the lot of the SCs and STs the banks oie directed

provide loons at concessional rates. In oil tne anui-pover ty

programmes these sections are given special preference. In the

Seventh plan the government allocated &. 1239.21 crores in the

State plan and Rs. 281.22 crores in the Central plan for under-

taking various welfare programmes for the benefit of the SCs

17

and STs. * National Front government proposed to make a pro-

vision of Rs. 320 crores for the schemes for SCs and STs in the

annual plan 1990-91.17a#

N OF WELFArv£ PROGRAMMES:

So far, we have briefly presented various welfare measures under-

taken by the Indian state. The l i s t enumerated however i s not

exhaustive, Indian state provides many more public u t i l i t i es

such^as water supply, cheap transport and pot,-. .: services and

fair price shops, S-.ne of the State GovernmGviio implemented

programmes like 1c ^ melas, supply of subsJ ised cloth and food

grains and distribution of rickshaws and sewing machines to the

unemployed L-.*± jonferment of land or he , ..•>. pattas to the rural

and urban p.:o- • There i s no;., point in .buying the fact that a

section of the people in India is benefited by ..ill these welfare

progra .ues. These beneficiaries among th. »oor infact consti-.

tute a strong support base for the existing regimes. Through
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the wide communication net-work that the country could build-

up over the years, the Governments more or less succeeded in

creating an impression among the public that the state exists

for the welfare of all .

Though one would admit tnat the Indian state partially succeeded

in legitimising i t s own existence by undertaking sucn welfare

measures for the social scientists what is 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 Welt at a policies.

Let us f i rs t analyse the impact of labour welfare policies. I t

is already mentioned th«t Indian State passed many acts for the

welfare of the workers. No doubt that the workers 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 cement benefits and bonuses.

But the number of workers who enjo; xch benefits does not cross

even 10% of the total work force, '-J- >rity of the workers in the

unorganised sector constituting 32% o~ -he total workforce are not

touched by the governmental policies* >st of the workers worfc-

ing in small enterprises, workshops, anci . lory factories, con-

struction work, agriculture and other pet;... services do not get

even thelminimum wages that they are legal! > entitled to. *
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I t i s said that even in uhe Uef t front ruled West Bengal, there

are certain unorgcinised sectors where minimum wayes ore not

19

implemented. # The extant; 01 disparities can oe understood

from the tact that according to 1981 census, the average in-

come of worker in the organised sec tut 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 only one third

of what a worker getst'V» non-agricultural sector. TYie fate of

seJUC-employed persons constituting 53% of the total work force

i s no way better than that of the unorganised sector. They earn

only one third of what unorganised sector earns.

In the unorganised sector the owners normally do not provide even

.the necessary working conditions as demanded t>y the factory

laws. In most of the industries and services women are paid less

than what men get. Notwithstanding the constitutional provisions

to the contrary, child labour i s being employed even in most

hazardous jobs. According to 1983 NSS estimates there are 17.3

millions child labourers. The figure ace. ding to Concern for
21

Working Children (CWĈ  #Sanc,cdore. stands at 100 millions. *

Another aspect which i s threatening ti<-= entire workers community

i s the growing unemployment problem. ."he government sources thenH

selves show that there are 2.6 crores of registered unemployed

persons in India. Taking adv ,.tage of massive unemployment, capi-

t a l i s t s in the recent years are f i l l ing their units with casual

and contract labourers who do not have any ./.._.ie union rights*

By making use of technological development--, uie industrialists
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are trying to reduce trie number of permanent employees. In

the coming ye^rs this phenomenon is going to have .adverse i;upact

on the workeis of the organised sector,

Added to them are the economic crises which even Uie state inter-

vention failed to check. At the end of jJecemoer 1986 there were

l,47#740 sick industries involving an outstanding creuit of

22
Rs. 4874 crores. The sickness arising mostly as a consequence

of market stagnation has led to the closure of wî ny industries*

Consequent unemployment, poverty and insecurity axe creating

tensions in the industrial relations. In 1984, i t was reported
23

that there were 1689 strikes, 405 lockouts and 3 major gheroas.

Thus in reality fare of lakhs of unemployed persons, child labour-

ers, workers in tiie unorganised sector and casual ond contract

employees in all sectors stand in the way of passing of any

judgement about the success of labour welfare programmes in

India*

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 various governmental committees

reports which assented that the anti-poverty programmes could raise

24 r
the beneficiaries above the poverty l i n e . * But£t should not

be forgotten that the totol number of persons covered under a l l

these programmes const i tu te an in;.... ,nificant percentage of the

r u r a l poor. I t i s true that the government spends thousands of



crores of rupees ior implsmcntcitiun of many policies thut bene-

f i t the rural masses. But/ when seen as a par;: of die total

budget, allocation constitutes only, a small segment, riven

there, due to corruption and red t api an, what che beneficia-

r ies actually get i s only a fraction oi what is realiy allocated

for them. InCf«ct former prime ^iaister :<ajiv Gandhi himself

accepted tli at out of every Rs. 6 sanctioned only rupee one reaches

the poor. The Government figures are Soimetiines so misleading

that they unnecessarily give ^ glorified version of governments*

concern for the poor. But if we analyse, say rural employment

programme such las Nehru kozgar Yojana ror which the former

government wanted to spend Rs. 500 crores a ye«x, one c^n under-

stand what the poor would ultimately get. If te. 500 crores

are distributed among 120 proposed backward distr icts , the amount

for each dis t r ic t comes to l i t t l e more than KS. 4 crores. £ven-

if i t i s considered that each distr ict has only 6 lakhs families,

25
then allotment for each family would be below &. 70 ca year, *

I t i s nothing but a mockery on 50% of the rural population who

are below the poverty l ine.

In the recent years co-operatives and commercial cwinks are playing

a commendable role in the rural development programmes. It should

however, be remembered that even now 60% of the rural credit are

met by the non-institutioial sources. Lakhs of agricultural workers

and small peasants are s t i l l under tho clutches of the local mer-

2-6
chants, landlords and money lenders. " Finally, evenif i t i s

admitted that certain number of familim did get benefited by
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these policies/ one should not forget that very nature of the

operation of competitive economic system makes many more v i l l -

agers fall below the poverty line. In the absence of rad-

ical land recorms# incrementaiist .social welfare measures prove

to be l i t t l e effective*

Even when our attention is turned towards provisions for public

u t i l i t i e s where health and education alone constitute 70% of

the total public social spending one finds similar trends. Not

with standing the progress made in the field of education, 64%

of people s t i l l remain i l l i tera te and only 4.3 of people have

access to higher education. Compulsory education for child-

ren below 14 years age r eta din ed a slogan. I t is said that nea-

rly 77% of elemenatgry students drop out before completion of

eighth class and as many, as 312 1 aft is children between 6 and 14

age-group never attended schools. Despite hue and 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 respectively; in
li-

the seventies i t increased only at the rate of 3.8% per annum.

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. WhereCa*

literary rate in urban areas is 57% ît is only 12.9% in the rural

areas* Wherecas female literary rate is 48% in urban areas*

i t s corresponding figufce is only 2<.3% in the rural areas. Most

of. the well furnished schools ami c alleges are concentrated



only in urban areas. Though the New Educational policy propo-

sed to set-up elite institution in the name of Navodayas, NCEKT

survey itself shows that out of 7,75 lakhs primary

of which are situated in the villages, 15% schools have no per-

menant buildings, 2O82 lakhs schools have no drinking faci l i t ies

1*89 lakhs schools have no black board; 1*62 lakhs schools have

no mats to s i t on; 1.5 2. lakh children have only one teacher and

23three thousands*schools have no teachers at a l l . °

The main factor responsible for the pathetic condition of edu-

cation i s lack of adequate funds £or the education sector. In

fact B#G# Kher Commission and Kothari Commission recommended

that 20% of state budget and 10% of the central budgets are

to be allocated to education. Except a few states like Kerela

West Bengal and Andhra Pradesh, most of the states in India

spend less than 20% of the budget for education. As far as the

central budget is concerned, i t s allocation aeclared from 7#6%

in the First Five Year Plan to 1.3% in the SeventhFive Year

Plan* 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 propero

Instead of allocating sufficient ret rces for education, the

NEP proposed by former Prime Minister .. our aged privitisation

of education, *t recommended privi t is /...*. on of education and

found nothing wrong with donations it technical educational



institutions* Incfact to get away from -die problem of financing

higher education, the NEP recommended linkages with industry

and started Open Universities as a substitute to form al education.

All these recommendations, if fully implemented, would prove

to be detrimental to the very foundations of liberal education

in India*

Condition of health sector is no better than that of education.

Even now nearly 65% of rural population do not have any medical

faci l i t ies within a distance of 2 kms. Percentage of people ». ho have

no access to medical facilities within a distance of 5 kms is as

high as 40 percent. Rural-urban differences are cieaxly visible

from the fact that rural areas heir only 27% of hospitals, 14,5%

of total beds and 28% of doctors. All India figures indicate

that 104 infants for every 1000 die at the time of birth and 83%

of children suffer from malnutrition. Nearly 60% of people in

India have no access to proper drinking facilit ies and 70% have

no sanitation facil i t ies. 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 inadequacy of funds. I t 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 health sector,

the government itself i s encouraging privitisation. Some of the

government hospitals a-.e partially brought under private control.

Some of the state government*, are openly inviting the non-resident



Indians(MKls) to come and start big hospitals. While these

attempts may improve health; facili t ies r or the ricn, the poor

and also the middle classes vail be adversely gf tec ted by such

privit isation of health sector.

Finally one may concentrate on the effect of welfare policies

on the backward communities. i t is true ti\ut untouchability and

bonded labour are legally abolished, because of reservation

policy, some SCs, STs and other backward classes coula acquire

modern education and get employed in modern professions. Land

re-distribution could benefit a certain number of dali ts . Changes

in political system also helped in driving them into the national

mainstream.

However a cri t ical evaluation would snov that impact of all welfare

policies on the backward communities continue to be very less.

More than 7 6/i of the SCs and 37/o of STs continue to work as agri-

cultural labourers and marginal peasants. while trie literacy rate

in the SCs in 1987 was 10.«s3*. amony the ST 3 i t r̂ ecd at only

8,0 4/i. As far as reservation quota/* in t-.vlownent for the SCs and

STs are concerned, only the posts of 111 and iv class employees

are fairly fjj.ledup. The Seventn plan report says that in the

Central Government's f i rs t class employees, the SCs account for

6.7% and the STs for 1.41# only. Even here, governmental reports

themselves show that the benefits are reaching mostly to the rela-

3 2

tively better off persons living in urban areas. Majority of the

poor SCs and STs who live in the village? very rarely can avail

the reservations facilities. Infact lack of linkages to draw the
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poor SCs and STs 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 above the national average

among the SC/ST literacy rates and school esnrollnient rates among

the SC/ST in the villages are much below the urban average. I t

i s also accepted by the governmental reports that "

reserved seats for the SCs anc OTS are^f il ledJup in tne local

Panchayats. j£ven where they are elecced, very rearly they assert

their own interests, Evenif -lntouchability is legally abolished,

to

i t i s s t i l l practiced most of trie underdeveloped vi l lages. Atro-

c i t i e s on da l i t s continue unaoatea. w hi le yoverninen-cs proclaim

many social pol icies for t r ibal welfare/ other economic -nd pol i -

t i ca l pol ic ies of the yoveo-niuents are actually depriving the t r iba l

people of what l i t t l e they have. Denial of tradit ional usufru-

ct iaxy r ights of tne t r iba l s over land, encroacliment of non-txib&ls

and displacement caused by ..ambitious developmental projects are

leading to further impoverishment of t r ioa l people. To sumuf'

though governmental pol ic ies could benefit a section of the people,

majority of them s t i l l l ive in a wretched condition,

FISCAL CRISES OF_THE_STATE*-

To an extent, s ta te intervention can be immediate solution to

certain itching problems in the cap i t a l i s t society. Though i t

may give temporary rel ief , in the long run, s ta te intervention

i t s e l f becomes the Cause of many other contradictions. Higher

forms of contradictions the contemporary Late ..in advanced



capi ta l is t society has given birth to, had been u.e subject

matter of many academic works of Marxist persuasion in the west.

34Rich literature that has come out on these issues may not have

much relevance to under stctnding of the crises of the ..+ :'-.. •.;

Third World state. Yet, one can indeed make use of the broad

methodlogical framework that thesu scholars could develop

to explain the failure of welfare stace in India.

Our analysis of welfare role of the Indian State shows that state

intervention has not succeeded in satisfying, at least partially,

the basic problems of the downtrodden. A country where more

than one thirds of the people are bvjlow the poverty line, twor-

thirds of the people remain i n i t i a t e , mil] ions oi people are

victims of unemployment and lakhs of children are forced to work

for their survival, needs to yo 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 welfare programmes, i t

can be understood that inadequacy of funds is one of the main

factors responsible for their failures. Prof. Dandekar thinks

that Rs. 98,600 millions are to be spent every year to briag all

35
the poor people above the poverty line. I t amounts to nearly

one tftird of the annual budgets - a sum which the present govern-

ments cannot afford to invest. On the other hand there are people

who consider that if the stcte could successfully implement radical

reforms/ restr ic t the grcwtn of ironolists, nationalises profitable



Sectors in industry and trade and avoids wastages and checks

corruptive practices* then the state can have adequate resour-

ces to take up many welfare measures which would subsequently

improve the living CJnditiJns of the downorodden. If at all

the state can takeCup all these measures, the state should be

encouraged t ofd o so, But what appeals to ue an easy solution at

the very outset is infact beset with ;nany structural difficulties.

major structural c onstraint is the sorry state of India's

economy. India itself being a weâ  capitalist st^te, i t cannot

afford to enjoy the luxuries of advanced capitalist countiies.

Having opted for .c apit^list patn of development at a time when

capitalism as a world system had already lost i ts progressive

character, one cannot expect mala to overcome truncated and stunted

capitalist development, ^eing an underdeveloped country, steps

which are found beneficial for the West, prove to oe counter-

productive in Indian conaitijns. 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 mark<~.. /as limited due to

low level of purchasing power among che peopl . securing necessary

foreign marketsas also becoming difficult owii- o high competition

in the world arena. This market crisis w.iich i .... ctually leading

to closure of many industries-big and small-furtr.«i intensifies

37unemployment problem. such a crises ridden ca*..'. .lism cannot

afford to take up any extra burden to improve the i .\e of the people,



Evenif popular pressure is built"up/ln the state to accede to sane

of the popular demands, vested interestes that the economic deve-

lopment has given birtVjto, would never allow their interests to

be hurt. I t may be true that nationalisation of profitable sectors

in economy may be advantageous to the people. Jt'venif such a step

is economically viaole also, politically they become impracticable.

The bourgeosie allow state capitalist enterprises Owly in certain

crucial sectors which invoiyeiong gestation periods. The bourgeoi-

sie itself may insist on nationalisation of sick units. "ut . i

once the private Capitalists secure enough wealth in px o£itable

sectors and become confident of their strength, tney attempt to

enter even those areas wnicn weie previously considered to be the

exclusive domain of the public sector. I t was wh t̂ Bombay plan once

asked for and i t is precisely what is nappeniny today. By citing

failure of the public sector, the monopolists have beg^n uiaking

systematic campaigns for privitLsation of public sector units. In

such an adverse atmosphere i t would be too mucn to expect the state

to nationalise the profitable consumer sector, presently under the

control of the private capitalists.

Infact, the capitalists and big landowners through their powerful

lobbies succeded in squeezing ti. as and s of crores of rupees as

subsidies. £x.;enditure of the CeM. 3d government on subsidies

increase from KS. 26 crores in 1950-1.. -o as. 3200 crores in 1984-85

and the State Government subsidies d-. . g the same period increased

38
from iis. 15 crores to Ks. 1800 crores. . ..al subsidies as a proportion

of government expenditure increased ni >m 2,08 in 1971 to 8,59 in

1988-89. Subsidies in food and fertilisers alone account for more

than 60% of the total subsidies. Export promotion also secures



considerable subsidies. In addition, central government

gives subsidies on interest payments to new industrial units

in backward areas and als î to film industry. Though subsidies

on food, education, cooperatives and consumers may reach poorer

sections* the major beneficiaries dominant sections only. For

the sake of rich peasants* the government assures hiyh support

prices for farm goods, maintain low prices of ferti l isers,

irrigation, water power, uiesel and so on. S imilarly the

government supplies under priced materials produced in the

public sector and provide substantial subsidies to export sector.

In addition the governments provide subsidised credit to indus-

40

trlailsts and big landowners through public lending institutions.

If all these subsiuies given to the rich are cur ti ailed, consid-

erable resources could be mobilised for productive ana welfare

activities. But the vested interests would never allow any cut

in subsidies though i t is proved tayond d^ubt that the subsidies

. . ^ . ' given to them could not lead to capi* I accumulation
41and technical development* as i t was supposed.

Interest payments and defence expenditure impose o-Ktional

fiscal burden on econ . Interests payments by 4 i.. government

now accounts for 19, ~ the total expenditure of . government.

Between 1981 and l98j interest pav»nents started increasing at the

rate of 23,5% per annum. Infact total inteJ J. ana external

borrowingr wer̂  expected to be Rs. 1,58*7 95* crores. Total interest

42
payment ir. 1988-89 was around 17,000 crore . Along with interest

burden crowing defence expenditure is also lelucing the funds
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available for developmental activit ies. Though trie government

claims that only 17% of the Central budget is devoted Lo defence,

if one adds the investments on defence public sector unaertakings*

defence research undertaken 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 collocation is proved from

the fact that the l>iew Nacional front Govt. allocated to. 15,750

43crores for Defence Services. Since militarisation nas oecome a

necessity to give an artif icial stimulation to the sagging capita-

l i s t economy, no government cr.n reduce defence budget evenCif there

44exists no threat to unity and integrity of the nation, Natur£*-

l ly proportion of non-plan expenuitare in the total outlet increases,

thus reducing the funds for welfare and developmental activit ies.

Inabil i ty of the state to cater to the essential n-̂ .-as of the

society within the available resources force, gov - .merits to

try other means to procure the resources. * vi easiest option

opened for them is to increase the tax burden Indian government

already experimenter vOiUn all kinds of taxes -. fc could think of —

income tax, wealt!. t,,x, expenditure tax, estate ities, stamp

duties, motor ^ ehijle taxation, customs ana exc -..:. duties and so on.

As a result ta . revenues as percentage of the. ̂ P increased from

6*8% Li* 19^1 to 11.4?6 in 1987-88. Since four decades of planned

£"i-non.i.c development benefited capitalist! a ^ land owners i t i s

not difficult to secure some more revenue li'om these sections.
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However, in the recent years these classes have become powerful

enough to pressuJtise the government not to impose direct taxes

on them. The result i t that the direct taxes which used to

account for nearly 40% of the total tax revenues declined to

mere 15% in the recent plans. Share of personal income tax

declined from 21% in 1950-51 to around 5% in 1986-8745 «s a

resul t almost 80% of the tax revenues are now secured from

indirect taxes. . Th^re is neai unanimity ^;..);ij -.conomists

that despi te all talks of progr es sivi ty, incidence of: our den

46ot ind i rec t taxes i s more on tht poor ano not on the r i ch .

I n s p i t e of such heavy taxation, Indian stdie s t i l l tina:; i t

difiici.Oi t to f i l l the budgetary d e i i c i t s . Intensi ty ->f the

c r i s i s of budgeting can be under s to od from the fact that

in contras t to the expected Rs. 7 33 4 crores def ic i t s in 1989-90,

by the end of 1989 i t s e l f budyetory def ic i t reu... d ks. 11800'

c rores . As aip©rcentage of the gross domestic piuduct the overall

d e f i c i t increased from 5.18% in 1960-61 to 9.45% ii. . 38-89.47

While the projected de f i c i t in the 7th plan period *!30 .-• 14000

crores* in r e a l i t y i t wsiS more than double' In such a s i tuat ion,

the other a l ternat ives l e f t to- th-. :tate are to incui de^ts

or to r e s o r t to de f i c i t financing. Jespite the advafs-- effects.

they have on economy as a whole^und^an s ta te i s experimenting

both the a l te rna t ives . In 1988-f J, the to ta l intern. . ^nd ex-

te rna l borrowings were expectei "to be around Rs. 1,5#,??5 crores.

I n t e r e s t payments now account iox nearly 19% of the. to ta l
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expenditure of the government. Between 1981 ana 1938,

interest payment grew at the rate of 2 3.5% per annum.

As the external debt started mounting, debt service charges

also increased considerably. If the state has to avoid the

debt trap, then the only alternative left i s 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 value of Indian currency to fall iurtiiui. infla-

tion which is in one sense the consequence of deficit finan-

cing adversely affect the labouring mi.sies in the unorganised

sector. As the prices of all essential couuuuuititss :u e in-

creasing at rapid rate, even the employees in the oi«... ised

sector, who axe partially compensated in the form oi de^rness

allowance, find i t difficult to sustoj n their livii.^ i;t^;darus.

In such a situation, the sUte is compel leu uo resort to deficit

financing against all fiscal norms in order to meet uhe growin^

demands of the capitalist systftn. while trie se X/\2.QJ.-J.I^S may

temporarily solve the immtcl -aoe pi obi em, u.ltiiu<_ t y uit_y only

lead to intensification Of orises in future. As :ne duties

deepen. , the st^te i ; J i t d ifficult to f.i .ic-i .i.-.jiy of the

dev elopement al ;! ' ,je' ~s. I t is out natural hV- L. tau state considers

investment o we1 --re policies as unproductive:. ^s a result

no new \ lfaiu programmes can be initiated y ttie state • ' '-hout

taxi ; j th-.- same people whom i t claims to benefit. Trie entire

but den of all populistic measures that the parties in power in-

troduce for gaining legitimacy falls oA th^ shoulders of the

masses.
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The result is obvious. The Indian masses continue to be

affected by the problems of poverty, unemployment, inflec-

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 i t s failure to satisfy basic demands

of the people poses a serious threat to the legitimacy of the

state. Had there been strong leftist parties in Inuia, mass

discontentment could have been channelised to give birth to

a real alternative social system. But in India political

parties and factions claiming themselves to be communists or

socialists have not been able to organise the majority of the

oppressed and exploited strata o£ the society. while Ui_ pea-

sants agricultural labourers and woriiers in the unorganised.

sectors remain almost untouched, organisational rivcilries and

departmentalism have weakened many unions in the or-v, —iised sector.

As most of the left ist mass organisations al±»i Ajcaino victims

to economism, the workers are also not finding any basic differ-

ence between the lef t is t and rightist organ: cions. Infected

by factionalism, ecor.-uix...., the workers are a 30 not finding

any basic diff .x^nce between the parliament .iy opportunism

or poll<tlcc>.l adventurism, the left ist movcif it in India did not

succeder ±n attracting the imagination ot - ae people as their

only genuine alternative. As a result, tl t̂nass discontentment

egresses itself in the forms of caste t'euis, communal violence

and separatist movements. Such vulgar foi.ns are but natural



in a system where the people are ignorant of the real cause

or their sufferings. Other than creating certain problems lor

t he state, these movements fail to touch the very existence of

the system. Hence the ruling classes themselves indirectly

encourage such perverted movements which diviae the unity or the

toiling masses. rthat i s worsts, in the name of putting down

these protests, the state arms itself with more and more powers,

already the Indian state strengthened i t s oppressive organs by

creating and enlarging the internal security system. In addition

to military and state police, Indi an State makes use of the Central

Reserve Police (CKP), Boruer Security Force tbSF) t Centr al Inaustrial

Security Force (CISF) and Home gua'r*U<, to put down any Kind of

internal turmoils. To legitimise i t s repressive powers the state

promulgated black acts such as National Security .»ct (HJjt)» Main-

tain ance of Internal S'ecurity Act (MISA), Terrorists and uisiuptive

"Teas .-.et and 59th Aniendmentment of the Indian constitution etc.,

'X'o res t r ic t even the liberal freedoms thut the Indian constitution

assures* Rajiv Gandhi's regime tried to introduce ue.'e-M -iti on bil l ,

Postal bill* Hospital and other institutions bills, Ii. .serial

disputes. Act (amendment) bill and amendment to rtepres .Nations

of people Act. while the State always argues that SUCJ. , >wers are

necessary to deal with terrorists ana anti-nationals i.. actual

practice they are also used against the workers, pe»sc'...ts« tribals,

teachers and other labouring masses. In t'.e recent years the

communication net-work that the country could build i s utilised

not only to give wide publicity to th<, welfare policies they ini t iate



but also co justify all the repressive policies of the

state in the garb of maintaining the unity ano integrity

of the nation. In the absence of socialist consciousness

among the masses/ Indian state is not rin-inj i t diificult
c

to handle the existingfcontr options within the limits set

by the capitalist system.
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P. 290.

15c? Budget 1990-91, Universal book Traders, i-Jew Delhi, P. 15.

16, Read Sh<̂ h, Virnal p . , ed., Heservddou; policy, ^ r o ̂ r ainme s

and issues, Kawat Publication, Jaipur, 1986; Prasad, Iswari,

KeservdUun; nctioa for sociax ev^uaiity. Criterion publica-

t ions, New Delhi, 1986; one 3horicikurn_^.i, ochfeuuxed Castes,

and .-Velf ax e measures/ c lass ica l , New Delhi.

17. Government oi India. Seventh Plan Vol. I . Op.Cit., P. 332.

Budget 90-91, Op.Cit., P. 14.

18. Ramaswamy, E.A., "Industrial Relations tow.^'-s the 1990*sM,

Vier tel j ahres berichte : problems or I n t e rne t •nal coopera-

tion, No. 1 December 1987, P. " 3.

1 9 * Proletr -a., era, Vol. 22, No. 11 ^bruary 1, r.•• '9.

20* Lakctwcia, D.T., "Objectives and -ategies oi planning",

: apr— submitted to XIV Indian so i Science r'j;.gress#

Ai.rnadabad, December, 1989.

21* Gupta, Man. u, "Child Labour and 2 ^", Vier te i ] nhrea ber-

ichte » pro! .L ; .S of International operation, Op.Cit., p-



22. GDV exi*.n-̂ ij.t oi India , Mi ni J cry oi jj'inunci, jcoti••xnic jurvoy

1967-88, Delhi, 198 8, PP. 40-41.

23. Govei ruticjnt of Indica, wiiii^iiry oi IJUDOUJL, I- oc>:<_- •: j o j k or

X , Chunuiyaih, 1̂ 6 6, P. 10 9.

24. Report of the conurd.ttee to uevifcw existing ^.oii ::i s tx ative

Arrangements of Kural development: & Poverty -̂

Pr Qgr ciimies/ Department oi: ..yricultuxe* Delhi,

1985, PP. 109-131.

25. Proletarian era, Vol. 22, Wo. 14, Mai'ch 21, 1989.

26, Desai, Vasanta, K m: al DevelQijrHent Vol.1, Himalaya, Bombay,

1988, p . 308.

27. AIDSO, The New Matronal Policy on eduCg-. , i, Calcutta, 1987,

P. 12.

28, NCJSVT, Fourth All India educational ixvey, New Delhi, 1985.

29» Governinen-1 »..• India, Ministry of H; • « Kesources, Challenge

of edg- ,.t; jn> A policy perspective, .JX a 2.35.

3(K GOV-jrr.'uent of India, Surve" on Inf. • ond child Mortality,

i- ew Delhi, 1986.

31« Government of India, Seventh Plan \, )] I I , Op.Cit., P. 331.

32. For a de ^iled analysis read, Bhatt at .arya, s i s i r . Social

Darwinism lii India ' s Welfare State. .uerabad, 1987,PP

235-247.



- 270 -

33. Visaric, Pravin, "Dirf emt i al/s •.n access to caid u t i l i -

sation of educational and Heaidn Services -in India",

paper submitted to XIV Ini i an s uci al Sci u-ace Cougi' ess

December, 12-16, 198 9.

34. some oi them are1 Habermas, Juxgens, Le>ji timau.1 on Cii^is<

Heinmann, London, 1976; Mishr^, Rcimesh, The xfeiiae State

in crises, irth eat steal books, Brighton, 01 connoi., James,

The Fiscal c r i s i s of the s tate , 3c. Mar tins, New York,

1973,

35. Dandekar V.M., *' employment ana poverty", economic ana

po l i t i ca l weekly. Vol. XXI, Wo. 39, Jeptomber, 198 6.

36. Theoreticians of 'National Democratic revolution" believe

in such possibi l i ty In India" tae CPI and « ICP propagate

similar ideas. See II chapter.

37. In India number of job seekers on the l ine . i s te r of

employment exbh • les i s more than 30 millioi. . Due to

indust i ia l cri , growth in employment nas L. -.-. very

sluggish. Ir -*7 2-78, employment expe:'Jed at :n^ ra te of

2.4% but i .. : ̂ 87 employment increasec c the rate of 1.7

percent s e Government of India, Sec i.e Survey 1989#

^ , 1J88.

38, K dd;, K.S., "Trends in central and si , -* subsidies", Paper

su -itdtted to Macro-economics i Theory j . ^application, Semi-

nar organised by the UGC in Osmania r.ij -ers i ty .

39, Bagchi, A... resh, "Planning a Fiscu i ^gimes", paper

submitted ^ • XIV Indian soc scier; je congress, Anraadabad/1%9



• 271 _

40 • B ar dh an, p r an al s / i -oli t icul economy or J^velo^r.ic:nt#

Oxiui'u, j-»elhi, 1964, PP. 61-j J.

41. Barahaii, ib ia . , P. 64.

42. prolet^rion era, Vol. 22, i\io. 14, Maich 21, 1989.

43. Budget 1990-91, Op.Cit., P. 16.

44. Detailed account oi th is pliinoiv^non i s uiacujsed in

IV choptel .

45. Nayak, P.B & Paul, Satya, "Paxsonai Income T^x in India",

Economic and p o l i t i c a l Weekly, December 16, 1939; PP.

2779-2783.

46. Read Jha* Shiksha and Sriniv jan, P.V., M.«hop^o more?

j case of excise Duties in 3 a", Economic and Pol i t ical

Weekly, December 9, 1989, P 2717-2724 ana by the same

authors, "Indirect Taxes i' .idi a : n̂ Incidence analysis *,

Economic and pol i t ica l Wee ^, April 15, 1989, PP. 807-8li;

Che" . jh, k.J & Lall, K.N Incidence o£ Indirect Taxes

ii. ,; .idia. National Ins* ^te of Public finance U Policy,

Delhi, 1981.

47* Bagchi, Amaresh, Op.ci P. 14.

48. Ibid. , P. 16.

* #* «•• -. • •



272 -

ABBREVIATIONS

*

*

*

*

*

*

*

BEML :

BHEL :

CMEA ;

CPC

CPI :

CPI CM) :

CPl(i. 'iL) :

CPSU :

ECGC :

ECLA . i

EEC :

EIL

EP1 :

ESCAP s

EXIM D a n k :

FERA :

FICC1 :

GSL

GRS&E :

HAL ;

HMT

ICIC1 :

Bharrt Electronics Limitod

Bharat Earth Movers Limited

Bharat Heavy Electrical Liir.ited

Council for Mutual Economic Assistance

Communist Party of China

Comrmnist Party rf India

Communir.t Party <. f India ( l.\r.rxint)

Communist Party of India ( Marxist Lenin in t )

Communist Fcrty of Soviet u'nim

Export Credit end raiarar1too O-TP'--a '̂tion

Economic Commission for Latin A^orica

EL. rop enn Ee on om: c Ccnnu;-. ity
s

Engineers India Limited

Engineering Project (indie) Limited

Economic end Social Commission - Asie and the
Pacific

Export - Import Bank

Feroeign Exch ,-j Regulation Act

Federation Indian Chambers of :< lamerce and
Industry

Goa Shapy Limited

Garden R •. i n Shipbuilders & Engir -*s

Kindur ,r Aeuronautics Limited

Hindus ar. Machine Tec-Is

Indusl 1 Credit ci Investment C. c ration of

India
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G L O S S A R Y OF A 3 B P E V L A T 1 QMS ( » t d - . )

* IDBI

* 1F1C

* IRCON

* ITEC

* L1C

* MECON

* MRTPA

* NAM
* NIDC

* NIE0

* O."EC

* RBI

» RITES

* SDI

* UDCs

* UNCTAD

* WoPCOS

Industrial Development Bc.nk of India

Industrial Finrnce Corporation of India

Indian Road Cons tiu et ion Corpc ..ration Li ii.jd

Indian Technical & Economic Cooperrtion

Life Insurance Corporation

Metallurgical (0< Engineering Consultants Limited

Monopolies end Restrictive T21 ade Practices Act

Non al inn ed Mov ement

National Industrial Development Corporation

Nev: Int ern at ion al Ecc nr mi c rrd er

Organisrtion of African Unity

Organisrtion of Poti oleum Exporting Countries

Reserve Bank of India

Kail India Technical and Cconnnic Services Ltd*,

State Bank of Inai^

U nd erd ev el op ed Co u n t r ies

United National Convention fo: ;ade and

moment

and Power Consultancy Sex . osW?'
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Alternat ives

Asian Survey

Bharatiya Samaj ik Ch int an

Business Review

Commerce

Economic and P "'tical V/e

J . an Journal of Pel i t ICE Science

- -i ia Tod ay

in te rna t iona l Defence P-e\ >̂v/

Jou rn al of Conf 1 ic t R es c •- Ion

Journal of Bcc nomic Hir . • ry



29?. -

J^RMALS A»TD ^ A Z P ' I ^ (et; ' r J

* J* uacnal of Peasant S t ic ios

* Journal of Rural Jevelr-pmont

* i.'iainstrcrm

* Lili.ery 3elnce

* Monthly !:ovieiv

"* NGV Left Review

* 1'oliticrl Science Quartorly

* Soculer Democr.'̂ cy

* Seminar

* Socialist r©rspeciiYa

* Social Scientist

* Strategic Analyst

* Strategic Digest

* Third Vforld '.verterly

* Yoiana



- 296 -

OFFICIAL 11SPOHT5

* Government of India (Gn l) : Annual Report on the Vbrking

and Administration cf Companies Act

* GDI : Report cf the Mr r.opolies i nq r i r t y Commission

* G01 : Report of t h e Public Accounts Committee

* Indus t r i a l development Bank cf India : Annual Reports

* I n d u s t r i a l Finance Corpcrption cf Indir : Annual r ep< r t s

* Life Insurance Corporction : Anni al Reports and Acc< unts

* Ministry of Agr icul ture , G01 : Report of the Notional
Commission on Agr icu l ture

* Ministry cf Commerce, GO?.

* Ministry cf Defence , GO I

* Ministry of Finance, G01

* Ministry of Industry, G01

Basic St
Ind ian E-

* Ministry of Labour, GO I

* Ministry of Planning, GO I

* Ministry of Planning, GO I

* Ministry rf Planning, GOI

* RBI : Annual Report

* RBI : Trend and Progress of Banking in

* RBI : Report on Currency and f inance

* Unit Trust of India : Annual P: .

Annual Reports

/nnual Reports

Set.: niic Survey

Publ ' "ectcr Enterprises Survey

Pocket r-\: of Labcur S t a t i s t i c s

A n nu al i et £s t inir. t es

t i c s I.e] a t ing to

Five Year • - . Documents

i s


