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PREFACE

- The State |is multidiﬁensional phenomenon, the nature of which
varies across time and spaée. Any attempg to understand the state
must consider its changing forms,»:overtima'_and in a particular
territorial context. Yet one thing which seems to be common to

almost all modern states today ispats al} prevasiwness in the
everyday functi;ning of the society,in the public as well a§
pfivate life. 1t is precisely this pervasivness which makes 1its
nature hard to grasp .There is nothing more central to sqcial and
political theory and yet.nofhing more contested .

fhe attempt of this dissertgtioh is to understand the nature
of the Indian state, The depth of state intervention in social
. and economié‘ life,and_ the changing forms of all these ~over
time.This has been examined with fespect ﬁo the Indian capitalist
class ~through an investigationlpf the policy of “"Liberalization"
and the logié governing it; in the period 1875-84.
‘ The 1Indian capitalist class has been taken to mean the big:
industrial and commercial boﬁrgeoisié.This might appear as a
simplificationp.However,it is not to hold that capitalism has not
>madevinroads in agriculture.Capitaliét relation; db exist Iin the
agrarian sectof, but here the capitalist farmer tends to coalesce
with landlords and other feudal/semi-feﬁdal classes to operate ag
a single group with shared economic interests.The articulation of
interestsvis not at’the level of capitalist classes in the rural & urban

I



sectors.0On the coﬁtrary it is at the level of the urban sector
versus the rural sector.Thus we have Sha}ad Joshi’s thesis that
the principle clevage in Indian politics is between Bharat versus
Indié,the :COQntryside,versus the'cit; and suchb{ike.Though both
fhe big bourgeocisie and the rich"peasants operate,to a large
. extent, through the same all-India class coalition,they co-exist
.in an uneasy and conflictual alliance.Often,at a moré political
level these conflicting.interests form éhe basis of the formation
of regional partiés which erode the authority of the-centrg.

[t is for this reasoﬁif%e appli;&tion.qf the term capitalist
cléés has been liqited to the industrial bourgéosie.lt is also
not to undereméhasize the influence that the rural oligarchy
exercises,or the limits it sets to state action.A study of this
co-relation is "extremely impdrtant,buf since it is beyond thg
gscope of this research,it would be referred to only in as much it
infiuences the co-relation of the state with the capitalist
class. ”. A

This ‘capitalist class do not as a class belong to any one

regional grouﬁ;or_more appropriately,do not treat any demarcated

’

‘national -region for favoured treatment and who both for its

’
-

.market and for the source of capital operate at an all-India
level. They are, in a sense, the pan-Indian bourgéoisie.Here they
are differentiated from the regional bourgeoisie whose capital

operates regionally.

R.K.Hazari’s work on corporate private sector ©provides

Il



emprical evidence for the view that there exists an apﬁreciaple
-concenfration of industriél and.financiﬁl capltalvin the form of:
" what is known as:the Iérge business houses(LBHs) which control a
significant part of the total private capital.The private
industrial éyramid remains concentrated at the top in the
monopoly houses. (The Indian monoéoly capital.is not monopoly
capital in the sense of the nature and character of monopoly
“capital of Westefn'Europe or pf U.S.A ;a largé state sector makes
it fess‘potent a fdrce.)These.housés operate through the device
of. a number of lggall} separate units wﬁich, inspite of their
independence 1n;day to dayvoperaéions,remain subject to. varying
degres oficontrol by the LBHS.
The important positon of the capitalist class in the overall
corporate structure in terms of asssets held, paid-up capital
- :

employed,nuﬁber of people employed,value added etc. makes it
class which is able to wieid a éuffiqient degree of power and
influence policy‘matters greatly.Does the state act and legislate
‘on behalf of the «capitalist class ? Does the logic of
l'iberalization lie. fﬁ the capitalist class oparating as an
effective demand group ? or does it reflect autonomous political
decisions ?If so Jhy has liberalization been counter productive 7
These are some of.the question that | have attempted to pose in
the post-Emergency pé{jod.émergency marks a break @n,the hitherto
uninteruppted congress dominahce in the péstjindependent period. |

ugse the term ‘break’'not to suggest a periodization of post-

independence politics into pre-Emergency and post-Emergenncy; but
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onfy because the proclamation precipitated,in a dramatized manner,
all the undercurrents which were eQidently net apparent
ear}ier,which gave the ihpressioﬁ of a stable,uninterrupted
dominance.The significance of Emergency lies in the fact that {t
_institutionelized\ authoritatriarism, for the first time since
fndependence and becaﬁse it marked the accleration of
liberé}ation in an overtvmanner and under official patronags.

| Chapter | examines the features of development of capitaliam
in India. Section Il of chapter | outlines the framework of
analysis and the paradigm used.Section Il traces the geneslis .of
Indian capitalism and the Indian capitalist class in the pre-
independence period. Capitalist development in India 1is shown to
vbe a variant of the ‘second path’ of capitalist development or as
exhibitiﬁg some features of ‘late capitalism’. -Here its specific
dimensions, lent to it by the colonial rule,is deelt with. Section
11l very synoptically examines the features of the Indian State
in the immediate years of post independence-the features ofA its
- apparatus,the constraints of coalition bolitics and a backward
economy and fhe pelationship;it entered into with the c;pitalist
class.lt also examines how the caﬁitalist class which had not
emerged as the dominant and hegemonic cless,used the state power
to supPlement its efforts in building capitalism.Some specific
policy implementions ana the lack:of it have been taken to

illustrate the phenomenon of state capitalism in India.

Chapter Il deal with the deepening of the political and economic
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crisis {in the post-mid-SOs.lt_examines the consequence ofi thg
rise of rich peasantry after the Green Revolution.the mounting
pressures .of Tregionalist tendencies; the 1loss of congress
dominanée' in the 1967 élections and the subsequent attempts of
Mrs Gandhi to strengthen her electrol base by claiming radical
credentials,nationaliziﬁg banks;abolishing privy purses and
related measures;and finally her victory in 1971.Post 1971 period
is seen in terms of failure of the congress government to perform
on éll . fronts and a loss of legitimacy to govern. The
proclamation of .Emergency has been seen as resulting from an
overdetermihation of all these factors wﬁich had been at . play
from the mid 665 itself, Section 2 of 9hapter [l undertakes an
examinaition_~ of specific liberalization measures and how they
together w;th authoritarian measures were adopted to countermand
the crisis of the'poliﬁical,as well as of the mixed economy
- framework.It also examines how the delicate balance of the
dominant classes was restored and how that re-inforced the causes
which measurres of liberalization had ssught to offsget.

Chapter IIl deals with Janata phase which had reflected a
change in the socialAbasis of thosé who governed .It examines how
and why the intial socialist postures were shelved and how the
same class basis of social polﬁcies were reiterated. This. is
reiated tq the basic structures of the Indian political and

-

economic system which constrain the movement of a regime in a
: 4

given direction no matter what the social bases of government
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'authorities are. The argument here is that once a regime opts for
functioning withiﬁ the capitalist framework,it becomesg loglcal to
make concessions td that system ; and any talk of social
restrucfuring remains at the level of mere policy proclamations.
The capitalist class continged to'prosper despite the strong
rural lobby in the gqvarnment.Tha,policy of liberalization Qgill
remained a resort to pullvthe economy forward

- Chapter IV deals with the last phase of Mrs.Gandhi.It
T;xamines how the coming back of the congress in power reflects
the crisis of the system which lies {in the . exhaustion of
alternatives and a choice of sub-optimal options. The goals of
self rellance and of the public sector occupying the commanding
heights of the economy were explicitly downgraded; A much greater
role for the private corporate sector and foreign caﬁital and ald

was incorporated.India had the worst ever balance of payment

crisis in 1981.This chapter examines how the logic of an export:

led-growth-énd liberal domestic policies does not quite help the
economy to take off. It extracts high pollitical costs,distorts
the economic structure,fails  to push the economy to a higher
levgl of equlibrum and re-inforces the causes which {t was
expected to eliminate .

Each of these three phases promised to be distinct fyom the
p?evious one.Thus while Emergenéy phése présented a phase of
institutionalized authoritarianism,the Janata phése represénted

the ‘coming -together " of parties,coalitions,pecople,. different

Vi
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ideologies whibh_ was the obvefse of what the Eﬁergency was. It
promised decentralization of power and a reversal of afl that
lEmergency stood for. Mrs.Gandhi's last phase promised to work and
bui -th; gystem back on its footvwhich had been mishandled during

the Janata rule.The logic of each regime reached a limit point

and set of a‘reaétion in the opposite direction.

-

The interesting feature in thesg three phages
is,however,exactly the opposite of what the tﬁree regimeg
promised.Neither could depar{_ from the other in 1{ts mode .bf
functioning and governance beyond a certain point. :

Chapteg V concludes these trends and offers some comments on
questions regarding the autonomy of the Indian state vis-a-visl
the capitabist class and vis-a-vis the structures of Indian
political 'and economic system.

/ . - .
lam deeply grateful to Professor Bhambari who guided me and

encouraged me all along and whose comments have helped mevomit,at
least some of those,what hefd call, “sixers’. 1 would like to
thank Dr.Prabhat'Patnaik,Dr.Sudipta Kaviraj and Dr.S.K.Goyal,whose
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I owe a lot to my friends Ranjan and Promita.whq ﬁelped me
in more ways than @ne during the course of my dssertation work.

I'd like to thank my'brothef,Saurabh who helped me proof-read the

draft and with other odd jobs.My thanks to Mr.Arun Bhardwaj who

typed the whole script and who helped me shed i{llusions about mg
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Finally I wish to thank my husband'Jaideep and my sister
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CHAPATER |

"Political economy encompasses ,within it,two powerful paradigms -
‘very wbroadly, the liberal and the marxist. Classical‘libe;al
tradition conceptualizes the staté.primarily in non—ecoﬁamic
categories and yet ingeneously iqcofpratés the market within 1ts
framework ::the state plays ;n active role in the interest of
capital accumulation but |is an 1mparti§l arbito{ between

different group and élasses.The state’remains-outside the economy

and intervenes only to correct the limitations of the private

sectors. The key source of power - private ownership of the means
of production - is ostensibly depoliticized. The notion which had

been a central part of markist scholarship, partcularly during the
Second International  and whichihad marked a point of departure
for the nec-marxist scholarship,i; that a capitalist stéte is
“primarily moved by capitalist class forces and that the defence
of the;e_classes/fofces beéomes virtually its only purpose.This
‘instfumentalist’ tradition witﬁin» marxism owed mucﬁ to the

extraordinary development of the Captialism in Europé during

that time .

There are atleast two strands in Marx's account regarding the
relationship between classés and the state, which are -not

explicitly distinguished by Marx himself.The first strand and



the dominant one is that- the state and its bureaucracy are class

instruments which have emerged to co-ordinate a divided society
in the intefest of the ruling ¢lass.The sécdnd position stressqs
thatrthe state power need not“Bé directly linked ﬁo the interests,
or,be.under the uﬁambigious control, of the dominant class in the
short term'.By this account the state retains a degrge of power
‘independent and is relatively autonomous of the configuration of
class forces. This notion 1is particularly 4élaborated in the
2

‘Eighteenth Brumaire of Louis Bonaparte’where he suggests that the

state attaihs a certain autonomy arising from the balance of class

forces.
There are 'largely revised positions within both the
traditions. Thus there are themes of ‘Welfare state'’and

‘Corporatism’,wihin the liberal democratic ‘paradigm and -the
notions of the'relative autonomy of state ’ within the Marxist. |

In recent years ,witﬁin the marxist trdition,there has
bgan a distinct move in the co&cept ,6f ‘Totality? from an
~expressivist ) notipn around a mode of productioh. tg a more
complex concept ofteﬁ overdetermined structure? Classical marxism
had a definite conception of a necessary structure of society .A
socgety domjnated; by the structure of a _partlcular mode of

production consisted of an economic,a political - legal and

cultural (ideological) level such that the econody played a

primary role, that of ‘determination' in the - last
instance.’"...The totality of these relations of production
constitutes the economic structure of society , the real



N

foundation,on which arises a legal and political superstructure

and to whiéh correspond definite forms of social consciousness

8
the transformation ofthe whole immense superstructure"”, Barring

some streams oOf vinterpretation which do read this paasage
suggestién of av discrepancy between the foundation and the
superstructure ,especiaily ‘with regard to Marx’'s reference "to
‘sooner or later’,which does not quite admit of a regular
correspondence ,the mainstream Marxian analysis’ intial}y was

quite content to use a single ordering principle which provided

—

with a structural map of the whole social form. But in the entire
history of Marxism there has been a parallel tendency towards a

more complex _picture of social totality - a ‘deceentred

tbtality'i.e_ without an essentialist centre in the economy .Marx
.himself after 1848-439 talks of fwo paths of Cap£élist developmént
and makes an explicit destinction between the ‘first way’ and the
‘second way'or the classical and the belated form of éapitalism.‘
In the ;first way' as in Britan and France, the . capitalist

transformation of the production relations i.e of the economic

was accompanied by a financially related transformation of other,

non-economic structures also particularly the structures of the

Y

political and cultural level. In late Capitalism , as in Germény,
rd

the relationship between the economic and political seems to be

more assymetric and disjunct.

In both France and England bourgeois revolution had as their

-

basis a class of free and independent peasants and the class of



born

.

small and middle-scale commoditiy-producers : vthey were
wihin the internal economy of the body of small producers.
Whereas in this case feudal and landed property and serfdom
either .disintargratad in the process of economic development or
were structuraliy and categorically wiped'out in the Bourgeois
revolutions, in Prussia and Japan ,the classes of ffee and
independenf " peasants and éetty commodity producers were;
underdeveloped and var}ous aspects of pre-capitalist landed
property survived . _
| In the ‘second path' of development it was the merch#nt
who '‘became the idustrialist .This.involved the subordination of
the petty producers and direct producers to the merchant
'capitalist and fusion of sevéral modes of exploitation -
a/ The pre-captalist 1i.e the feudal mode of extraction of
absolute rent through extra economic coercion. )
b/ The mercantile financial mode of exploitation through "profit
upon alienation "i.e in the act of buyingAand gelling. |
¢/ the Capitalist mode of exploitation thfough profit on
production of surplus?

Both Japan and Prussia retained and sanctioned parasitic
land proprietorship of semi feudal characters and a large number
of tenants with short ‘and insecure tenancies,mainly ‘share

S
cropping arrangements. Marx writing on late Captalism says
”

...The merchant establishes direct sway over production.However

much this serves historically as a stepﬁing stone ...it cannot



by itself  contribute to the overthrow of the old mode of
production;bﬁt Vtends rather to preserve and  retain it as a
v 10
precondition”.
| In the advanced capitélist countriss, the economicaily
ascending middle =~ class developed,at an early stage,a new
rational world outlook,which opposed the medieval obscurantism of
the feudal age.In countries exhibiting chafacteristicé of late
capitalism the Weberian notion of a cabitalist society structured
aréund the pfinciple of rationality never took shape.The loglc
governing the politicai,economic,legal “and cultural ‘lacﬁ
coeherenée .They do not exhibit a single ordering principle i;
whether the principle of ratlonality or of economic determinism®.
It is thus ; in the context of hiétorical specificities of
every soéiety, the bomplexity of every social formation ,eaéh of
which have _their own logic of development ,,tha% assiéning a
causality to the economic or, for that mattef\,using any mono
causal exp)anation because inadequate.
It
This seems to provide us with a frmework that can be used as a
point pf departure for the study of the Indian context. Indian
capitalism rose and advanced along the conservgtive‘second path’
- of develbpment .India , however,is no£ a classic representation of
the case as Germany an@ Japan.are.lndia is a specific wvariant
where modes of production,exploitatién »extraction ,,ali have yet

another dimension to it - the fact that India was a colony.

"That Indian capitalism had developed along the second path



is demonstrated s In fhe first place by the fact that the genésis
of modern ‘Indian Captalist class was basically mercantile ?nd
seprated from production.The growth of.lndian merchant and usurer
capital (mainly owing to the absence of British monogoly .in

trading activities ) was to a“great extent due to its adaption to
British axploifation of the country as a source of raw material
and a market ."Indian Caﬁital was at firgt partly an agent of
British industrial cépital agd finally ,of British finance
- capital Indian merchant and usurer capital was used ‘to éxpldit
and pregserve pre-caplitalist formg/dfvproductions;lt was a kind of
pipeline bfinging foreign.capitalism to fhe semi—feudal‘village,
and was closely bound up with feudal survivals in agriculture ,as
well as with colonial capitalist enterprises” This class
collaborating with British capital in developiné the economic
resdurces, exploring the potentialities of the Indian economy
flourished as an intermediary .This mercantile class was’ mainly
composed of several traditional business communities - Farsis and
Gujratis In Gujrat;Saurashtfa and Maharashtraj;Banias or ﬂarwaris
from Rajasthan,,operating in U.P.,Bihar and Bengal;Kamatié' in
Andhra and Chethis in TamilNadtS.Aﬁd at a certain stage ,the
money accumulated by the herchants andymoneylendersr became an
importan£ condition and a pre—requisite f;r the aépearance of
Indian capitalist enterprises .It is from this trading class that
the modern industrial capitalist class arose and acquiréd

strength,but their role became atrophied , as they retained and

/



continued their links with British Capital and with various pre-
: 14 '

industrial_;mercantile - usurious traits".

Though considerable industrial development had taken place
in India, in comparison to most of‘phe former colonial and semi -
colonial countries , its continued operation in the sphere of
cifculation of capital (eg.money lending, trding, speculation)
tended to obstfuct the movement from the latter to the sphere of
industrial production., The transformation of moneylenders
merchants - into production oriented capitalist enterpreneurs had
been partial and incomplete,the plough back rate of surplus
generated in the industrial sector remained low. A vigorous‘
development on a broad'scale failed to take plaée,rather at An
early age capitaiism in India ~gave riée to monﬁpolistic
ﬁendencies and pfactiseisuresulting in furthur retardation and
distortion of industrial and economic growth.

The rise of capitalism in India began in "the late 19th
Century énd éarly‘ 20th Century,at a time when- capitalism in’
western Europe and_nérth America was entering thermonopoly.stage.
Influencea both by éxternal and internal fac£ors ,even the first
big Indian cap}talists emerging from the merchants and money
lenders we;e.,to aeertain extent ,qbliged to adopt the economic
and organiszation forms of British capitalism .lndian caﬁitalist
clgss borrowed.from the British thé»form of the managing. agency

system which reflected the combination of mercantile ,financial

activities and it was the "device by which a relatively small



number - of miscellanebus,independent operating cigpanies enéaged
in a variety of producing and trading activities."

This system gave a peculiar trait to Indian capitalism and.
-industrial 'development .It he[ped>to retain the control of
productive organizations prfmar]y in the hands of financiers .
Thué there arose large financial combines with a v;ry mixed
composition ~ .Because of the emergence of this peculiar type of
organization, industry came to be dominated largely by financial
considéfations .The existence of large scope of non-productive
‘gains provided a congenial atmosphere for such operation .

Thus development here did not. go thfough the same stages as
did early capitalist ‘economies; certainintermediate stages of
capitalist development were skipped .moﬁopolies c;me to be
without an a wide ihdustrial base,which in India waé weak and
:uﬁcompetetfvé?v |

Another féaturé of the coionial ecohomy was the severity
~with which the,agriculturgl base and the village econdmy.ot Jndiai
was hprooted.C619n§alism had affected agricuiture very ﬁegatively.
Agricultural productivity rose very slowly dgrinthhe lagt part
of colonialrule predominanitly due to extradive revenue demands
and retrograde tenurial systemls. The base of = indigenous

handicrafts industry was destroyed and this led to a breakdown of

links between agriculture and industry.

By 1830 ,the business community of India was still véry

heterogenous  and’ inspite of the creation of the Federation of



indian Chambers of Commerce and Industry (FICCI) 4in 1927,they

could hardly be called a capitalist class in any accepted sense
- of fhe tefm.Most of India’'s ihdegenous businessmen were still
engaged in ’traditiongl occupation of the ‘banieg} trade and
f inance .This‘ was true particularly of the largest Indian
. business community,tﬁat of the marwaris ;[t'was only in wegtern
India ,particular\y in Bombay and Ahmedabad among the Parsis and
Gujratis ,that a strong industrial section had emerged .

It was only af£er‘the 1930s that the heteroéeﬁous character
of the act{vities of the indegenous bourgeoisie began to be
agglomerated into {industries .They were found to intvest more
into industryAby the crisis in colonial economic structure ;whiqh
had led to the‘Great Depression’and whiéh aﬁ home restricted the
,dpportunities. for protecting their traditibnal fields 'ot
activity". From: 1836 onwards thé effects of structural
transformatiéns which had taken place during the first half ‘of
1930s began to be felt. The space wrenched out by the 'lndian
Capitalists was largely in the periodd of «c¢risis for British
imperialism 1like the two world wars .Fighting _to keep its
international rivals out,Britain .made concessions tp Indian

19
capital and from a policy of"discriminatory interventionism™ 1in

r

the interests of British capital.The shift was towards'protection'

.of the*Infant Industry °. By 1936 many Indian traders and
financiers, including some ex-compradores , had achired a stake in

indusrty ...A new set of industrialists with diversified
: 20 .
activities had emerged". FICCI] expanded and only now became more

x



or less fully represntative of the whole spectrum of Indian
business interests.There was little doubt that cgpitalists had

bécome more of a class notwithstanding differences amongst
. ° \

them.They became more concious of their common interests
which they soon realized was pitted against the logic of
colonialism . This résulted in the strengthening of links

with the Indian National Cbngress and their becoming a part of

the National moVemeqt which became a vital factor in economic
existence Land expansion of the national bourgeo{sie. The Indian
capitélist class rather than attempting to reﬁain and grow within
the imperialisi framework._builtup a multi-pronged strateéy
precisely to undermine it , énd in éstabliﬁhing an
indgpendent capitalist society however weak and prone it was to
the dangers of potential neo-colonialism.
111

India’s transition to capitalisﬁ éan be characterized as
what Gramsci called a ;Passive Revolutioilﬁ. In- India it was
‘characterized by the relative weakness of tﬁe bou?geoisie, iﬁ_the
post-independence period ,which left the insti{tutional structures
largely juntransformed despite intial efforrts A ' passive
revolutfon’,unliké in bourgeois révolutions in France ana Britalﬁ
is not a revolution led by a heéemon?i class ,which assumes the
moral, intellectual and . political leadership of the

§oc;etthGCause of this inabi{lity it abdicates its task to a

state-bureaucratic . agency which explains the fact why bourgeois

10
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reforms in India took place from above and not as necessitated by

the internal developments of the country.

At Independence, we had a mixed picture of dominant spcial
classes which had evolved from the mix of ‘historical
developments ,all of which did not compliment each other.There

was the industrial bourgeoisie who ™ had joined the natlonal

movement and for whom independence meant the removal of the
fetters of foreign capital ;who-in {ts Bombay plan ,drawn up 1In
the 1930s,had already projected a path» of development Qf

capitalism in India wherevthe Indian state woula coypliment its
development,as the ‘logic and the context of its own emergence
demanded it; and who had a major base of power in thelr control

of a significant share of the modern corpo;ate seqtor of the
economy. We then had a class of the landed elite who had
retained a great deal of power in‘many parts of India .and who
Had vast sections of the rural electorate under thelr economic
,88 well ag,extra - economic control. And finally the elite which-
commanded considergble.power by virtue of their important role in
the national movement and their position in the post independence
governing Congress Partyj;and 1its governing apparatus , the
bureaucracy . which remains a crﬁcial variable in political

developmenf of new states and which bears the greatest strains of

converting political and social demands into pfograms and
22 :

actions.

This multiple power base coupled with economic backward

ness and the specific way in which this backwardness was rodted,v

11



presented certain inélastic conditions which the Congress could
not easil? reconstitute .The plurlasim and the backwardness,
implict in thé post independent Indian society ,set limits within
which social design and institvtions were to be circumscribed .
"Cﬁnéress had little clérity about the social design it espoused
or the positive tasks of the political order against the
traditional soéiety , Once 'power was gransfered .This wasg
'reflected in the peculiar ecumenism of its social programme :_its
.equally cheerful acceptance both of hard soclalist programmes
and of hard bourgeols ones for a future social design%?

In the early years of independence ,fwo contradictory

tendencies were already well advanced 1nsiqe the Congress. On the

one hand ,the Congress endorsed socialist principles of ownership

and a - ‘socialist pattern of society’.On the other hand ,the
Congress government pursued liberal economic policias and

incentiyes to private investment. These contradictions were
manifest in' the. very brand of Socialism that Nehru upheld
"obviously most persons who believe socialist pattern of society
must believe in the public sector growing all\ the time. But it
does not necessarily mean that the private sector is eliminated
even at later stage.In regard to the ﬁrivate and public sector, |
think thé criteria should-be basically two - one is to have as
muoh‘ production as possible through all the means at our
disposal,and the second 1is the prevention of accumulatloﬁ

25
of wealth and economic power in individual hands ".
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The thrust of Nehruvian socialism ,obviously, lay not so much

on social establishment of egalitariaﬁ society based on social
anership - though there was talk of disparities in income and
wealth .and the need for prevention of concentration of economic
power -in the hands of a small number of persons - but in the
hands of é small number of persons - but in the rapid growth of
préductive forces mainly ,but not exclusively, through the state
sector. Political consolidation and growth in productivjty were
the imm;diate tasks set by the government to ensure political and
econoﬁic stability in the intial years .This demanded that the
existing alignment of the dominant classes be left wundisturbed.
y, for the time being .It was to quieten factional voices as well
as to éonsolidate its own power base that land reforms remalned
uneffected. As Atul Kohli puts it..."for every goal accomplished,
others get neglected . And those accomplished and those
neglected often .reflect leadership prioritiig". The choice of
political stability and consolidation of rule neglected the -
c;ncerns'for land reforms for this would have meant attacking the
local landed sections who were powerful in the state governments
and the state level bureaucracy and who oftens éperated as rural
vote banks.

. The Congress in compromising with the forces of

conservatism believed that it was merely postponing social and

economic restructuring .The underlying premise was that if two

types of social organisations are placed side by side , the less
7 : '

rational would decline. inevitably .lIronically and almost
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inevitably _,this faction of the power bloci: gradually becamé
entrenched strengtﬁening not merely conservative but at tides
;eactionary forces ,thereby making the Nehru’s.dream of India as
a ‘modern’, ‘progressive’ country more unattainable and remote.

The aborted release of productive forces from the agrarian
sector placed the onus of increasing prbductivify ,largely on the
industrial sector, where reliaﬁce, for a release of w@economic
dynamism, on the priQate*#ector was quife substantial.

Rapid growth of productive forces was to be effected
through s£ate participation involving some state ownership and
planning In support of private entréprises .This option of a
mixed economy emerged as an alternative whicﬁ wag sulted, it was
believed, to the political and economic circumstances in India.
The idea was that with the gradual dimunition of the 'private
>sector and the expansion of the public sector yeconiomic benefits

<
would flow down to the poorer sections .

There was a curious optimism involved as regards benefits
that would accrue to the masses in the process of
‘development'.What 1is clear,however,is that what Nehru evisaged
in his mixed - economy socialisﬁ was the gradual enhancement of
state power without changing the 6wnership pattern .The Cohgress
wished to organize economic development and industrialization
along capitalist lines."But capitalist growth required a

bourgeois configuration in power and because of the weakness of

the Indian bourgeoisie it was dependent for its political
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survival on the support from semi-feudal landed groups.

The logic of its economic growth was in conflict with the loglc

of its political stability. As it was illogical "to ask for
electoral suéport from the fanded elements and simultaneously
expropriate them, Congress policy on land reforms became
increasingly contradictory...This creatéd a hiatus between thé
policies that thé Congress government ceremoniously édopted , and
the gevernment elite intenaed ;and policy that was effectively
pursued :which helped the development of capitalist relations
only: if they did not destroy semi-feudal iﬁterests or could
afrange a painless transtion %T

In the last forty odd years the Indian state has been
éctive{y involved in build{ng capitalism in India .Lenin while
stressing the role of the State as thé dispenser of brutal force
in favour of accumulation also emphasized the role of the state
gtrictly in the sphere of production, in the process of capital
accumulation and called if ‘state capitalism’ .The term state
capitalism ,however,is not purely a discriptivevcategory -which
refers of state 1nvestﬁents aﬁa state as a capitalist producer
employing wage labour and extracting surplus .The decisive and
determining element in it is also the relationship between the
state and private capital,both of which develop in a partnership
between the state and private capital.This partnership,notes
Ralph Miliband,should be Q!ewed as |involving ™"two different,

‘seperate forces ,linked to each other by many threads ,yet having
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its own seperate sphere of concern.The terms of (this)

partnership...are not fixéd but constantly shifting and affected

by different circumstances...it is not at any rate a partnership

in which the state may be taken necessarily to be the junior
28

partner”.

The intervention and particiption.by the state in the Indian
~ economy was meant to éerve,largely two purposes - |
- to create. conditions for the rapid‘ development of the
economy along a capitalist path jand
- to prevent excessive concentration and monopoly of tﬁe
economic powser.

As to the first purpose of state participation .,namely to
carry forward the economy along the capitalist path is well
illustrated‘by - |
a) pattern of state investment -emergent from Colonialism , Indian
Capitalism needed public support in many areas - e.g.,transgport
and Communicatioﬁ network linkiﬁg various regions into ;ne single -
market jenergy reéerves ;basic inputs such as steel,cement and
various minerals at support pricesv;finance.The bulk> of public
investment was precisely in these areas.29
b) The major acts of nationalization, of our transport (1953)
Imperial Bank (1955) and Life Insurance (1956) were undertaken not

as a result of ideological posturing but to ensure extensive

credit structure and to provide greater liquidity to the private
30 '

sector is each case.

.
\

¢) Capitalism in India has been reinforced by the emergence of
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the state as a financial capitalist; A major industrial financing
institution , ICICI, (Thse Industrial Credit and Ref inance
" Corporation) having a “large representation of large. business
houses and ; the Industrial Refinancing Corporation,which was set
by channeling PL480 funds for medium'tarmAloans.Both ensured that
there would be no dearth not only of rupee finance but also .of
foreign creéit in India. |
~d) Despite the fact that public investment vis—a-vis-'Priva&e
investment has peen on the rise in the post 2nd five year plan it
is. not feally indicative of a growth in public public sector’s
economic power .The index of.indhstrial profits of phblic fim@ted
companies rose from iOO in 1955-56 to 185.5 in 1862-63 and the
corrosponding index for private limited companies from 100 to
303.8: As late as 1963 almost 9/10 of domestic product (NDP)was
still accounted by the privateksector and the share of government .
rose only 4% over a perliod of 15 years - {i.e.from 1948—62?

The share of_ government in NDP is a much surer sign of
control over the economy,and the government share is less than

‘Commanding’.

e) Public expenditure is the post independence period has come to
be increasingly financed through - forelgn aid ,and
assistance.external assistance as a pefcentage of total plan

outlays in the public sector has been on the rise.
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[st Plan 2nd Plan 3rd Plan

9.6 N 22.5 28.5 36.9 44.9

There is no doubt that Nehru had offset some of the overt
imperialist pressures - e.g Wonld Bank’s effort to coerce’ th?
government of India to accomodate boil -and fertilizer
MNCs, pressures to collaborate in the steel industry particularly
in Bokaro,etc.Indegenous industralization was discourgged and
fnfrastrucfural ,agricultural investments were advised by the
World Bank .It was oniy on account of the intial resilience of
the national Consensus that these pressure were offset ;Howevef
with time,as the crude anti-industrialization policy of the World
Bank ,which was offset because of Soviet assistanée ,Was ;eplaced
by more sophisticated postures, domesti; policy became more
susceptible to imperialist pressures . The number of
collabofations marked a steep rise from 284 in 1948-55 to as
many as 7896 such agreements during the period 1956;60 and . the
annual figure went up to 300-400 duringthé GOZ?

As to the second puré;e of state intefvention,namely.to
" prevent excessive cgncentration of monopoly economic power-In the
post independence period {t was the ambition of Nehru’s regime to
- work through the monopoly constraints which had already developed
in the Colonial period ,in order that it allowed them political

freedom of manocevre and room for economic development. At

independence however,it was thought pragmatic to wuse ' the
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resourceés and the base of monopoly houses t6 further devefopment'
in India .Thay-could not be expropriated for the simple reason
that the new state could not carry. on 'the task of
indusﬁrialization alone.;Monopoly' power grew and so did their
‘control of the economy .The constraints they posed onv political
and economic decision: making and Aecisioh implementation grew
more rigid .Soon even the political will got diluted j;the 'freedom
to mano%&re was never~ attained .Mbnopoly power was never
~adequately curbed .State intervention in India had very little
»negativev effect on ‘gfowth of concentration and monopoly

practices. (Table 2 & 3 )

33
(i) According to estimates the share of the assets of the 20

large Dbusiness ’hquses(LBH) in the overall corporate sector
assests has increased from 20.05% to 23.22% in 1966-71;as, against
the private corporate sector the share of the same LBHs rose from
26.14% to 32.90%.Since then the share has most likely gone up
even further. . | ~ |

~

(ii)> In 1960-61, the total number of companies having a paid-up
capital of §ess fhan Rs.ss?akh constituted 86* of the total
number of companies at work during that year,but their share {n
the total paid-up capital.was only 14,6% whereas companies having
a paid-up capital of Rs.50 Lakhs and above constituted only 1.6%
of the total number of companies but claimed 53% of the total

paid-up capital.

(iii)> Many of the small companies ,besides ,are owned by the
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36 .
‘monopoly groups ,through intercorporate investments .In India big

capital has @expanded to a large extent through the mod;lity ‘of

intercorprate investment in smaller capital .

1961-62 1967-68 1972-73

1. Total number of . -

companies 635 702 694 -
2. Number of companies

controlled through

investments 270 352 410
3. Row(2) as a% of Row(l) 42.5% 50.14% 59.08%

‘ 37

Source : As quoted by Ranjit Sau

- - . S e s e e - - - > e e -

. The 'phenomenal.growth of the Private Cofporate sector and
the increasing share of foreign Capital have been il}ustrated as
indicators of the nature of state participation and the logic
that 1t follows .It obviously hgs little to do with socialism.
The roots lay 1in the intefnal‘contradiction of an {ndigenous
capitalist develop@ent .In the face of failure to implement land
reforms and reconstitute agrarian relations ,agricltural growth
remains constrained .This put severe strains on the expansion of
home market for industrial goods ;The link between agriculture
and 1industry never got complementarily linked up. Both depended
heavily on large scale state intiative and continued Investments
by the state .It was a vicious circla where owing to slow
égricultural and industrial growth and owing to the incapacity of

both these sectors to generate capital,the whole ' process of
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capital formation became extremely slow .There was no investible

surplus with the state.This necessitated the need for dependence

on foreign capital .It has been argued that industrial stagnation

and the structural regression of the economy can be largely
attributed to the failure of the public sector to expand
sufficiently fast in real térms.The roots of the crisis of public
fnvestment lies in the earlier planning effort and in the
structure of the \lnﬁian Society.In India the public sector
originated 1in efforts of the state to errcome industrial
backwardness without upsetting the feudal socigl structures in
agriculture ., At the same time it ;ery objectively helped to
expand the base of the indﬁstrial bourgeolisale -.These
contradictory efforts but ;rakes on the economy and lea to the
failure of the planning efforts.

- Planning process in India is not an outcome of a definite
theoretical posture . The Indian plans ° are above ;ll
empirical;they are intended to provide the answer to some Qrgent
problems and to ?atisfy a certai; hope and needaa. And this
meant that lndiénxﬁlans.(and other methods of state capitafism)
are the result of necessity of éroup pressure .The fundamental
caﬁse of this situation is the capitalist nature of the Indian

society which gives a lot  of intitative fo private

capital.Nothing in the plans is made absolute or compulsory ; the

government and- the administration méy adopt measures very

different from those suggested by the origina __plan without
“piss T
305.5540954
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violating any legal obligations.

At the time of inception of the first plan the new regimé
possessed a greatér legitimacy and a greater freedom of
maneouvre, in term- of éocial forcas,tban it does today .Kohli
‘notes that "new regimes generalfy possess a greater capacity to
redefine old goals. and to implementAnew ones than -db establisﬁ
regimes.This is because regime change momentarily frees the State
from established social entanglements and offers the leaderg an

39
opportunity to redefine coalitions,alliances,goals and policlies”.

In Indla ,the newly won Legitimacy and energies where not
channel led for such .redefinition.The sole criterioﬁ- of
productivity was sought to be attained without a Teconstition of
social structures .Increased productivity it was believed would
trickle down and mitigate Indian poverty.The newly found energies
were wasted |in tﬁe consolidation of the Congress rule and
settling of politico economic\conflicts.Social alignments were so -
arranged that momantarily'the warring interests,o; the landlords
and the capitalist class ,were recociled in ordef to be able to
register their 'éupport for the congréss rule .A maintenance of
this uneasy coalitional support base has sincé then made

increasing 'demands on the resources of the state' and has

extracted high political costs.

22



1. See,R.M.Mac lver,'The Modern State, '1926.p.287.

2. Karl ﬁarx,(The Eighteenth Brumaire of Louis Bonaparte,’ 1963

)

3. If liberal capitalism operatesd through individualism and

rigorous seperation of the economic,political and ideological
- spheres, corporatism entails the opposite. State evo}ves as the
only institution capable of securing centralized order through

hierachical control of organized economic actors.

4. The Hegelian notion of totality .for an application see Georg
Lukacs, *History & class Conciousness', 1974 .

5. Concept developed by Althusser. Refer Althusser & Balibar,
‘Reading capital,’1976,for an espousal of notion of structural
causality. pp 187-190

6. Marx, *
P.21

A Contribution to the Critique of Political Economy,’

7. For a brief account of this debate see Barry Hindess & Paul
Hirst, * Marx's Capital & Capitalism today’ Ch.3,

8. .for a detailed account see Ranjeet Dasgupﬁa ’ ‘Problems of
Economic Transition,'®1870.

S See Takahashi , *'The Transition from feudalism to‘Capitalism,'
p.55,

10. Marx ' Capital ' Vol I!ll, Moscow ,p.328

11. For a critique of marxist methodology ,as being economically-
deterministic, see Rajni Kothari, ‘Towards Intervention,'Seminar,
Jan’82 .P 25, '

12. Levkovsky, *Capitalism in India .: Basic trends in its
Development,® 1970, p.225, :

13. For details see ,V.l.Parlov , 'The Indians Capitalist classﬂ
- PPH, 1966

2

14. See ,Levkovsky ,op Cit ,p 230

15, See Aditya Mukherjee, Indian Captilist class :aspects of
its economic ,political & 1ideological development in the
Colonial period,1927-47,in S.Bhattacharya & Romila Thapar,
*Situating Indian History,® P.257 '

16, Wilfred Mallenbaum , ' Prospects for Indian Development,’
1862 ,P. 185 : '

23



17.

18.

19,

20.

21

22

23.

24,

25.

26.

27.

28.

29

e.g. Associated Cement Companies (1936) & Sugar Syndicate.
By 1946 the Dalmia Jain group had controlling interests in
chemicals,plants, paper mills,plywood, spare parts,factories ,
railways,electricty,Vegetable ghee,publishing concerns, banks
insurance companies ,investment companies ,sugar mills, jute,
cotton & flour mills ,airlines ,Cement ,Coal ,food stuffs
Collieries - as extreme sxample but by no means exceptional.

‘For details see George Blyn , ‘Agricultural trends in India

1891-1947,' 1966

See Prabhat Patnaik, ‘Imperialism & the growth of Indian
Capitalism,’ in Owen and Scuttclife, *Studies in theories of
Imperialism’, 1972

Claude Markowitz, ' Indian Business and Nationalist politics
from 1831 - 1939 :the political attitude of the indegeneous
capitalist class in relation to the crisis of the Colonial
economy & to the rise of the Congress party',1878 p.247
also a study by Gokhale Institute in 1851 clearly shows that
by 1844 Indian private capital controlled about 62% of the
larger 1industrial wunits employing 1000 or more workers,&
about 58% of the labour force in such factories . The
corresponding figures for British Private Capital were 27% +
32% as quoted by A.Mukherjee op.Cit. p.245

Antomo Granisci, ' Prison Notebooks; 1971

As during the French revolution when ‘Jacobinism ',permeated
every structure of the society ,& so to speak ,became the
‘Common sense’ of the French society.

See C.P. Bhamb;i.‘Bureaucracy Politics in India,' 1971
S.Kaviraj ,op.Cit p. 230

Jawaharlal Nehru ,speeches, 1857-63, p.139

Atul Kohli , * The state & poverty in Indié,'1987, p 63

S.kaviraj, ' Economic Development & political Systems,’ Paper
presented at Vienna Colloquim on Contemporary India,Nath pal

_Memorial session ,1984. p 8,

Ralph Miliband,‘ State power and capitalist Democracy’paﬁer
pre?ented to the Seminar on Marx,Schumpeter & Keynaé on
Capitalism ,New Delhi,Jan 27 - 30 1884, p 3

1

for an exact breakup of public investment sectorwise see

24



30.

31.

32.

33

34.

35.

36

37

38.

39.

Covernment of India,Planning Commission Third five year plan,
1960 , Appendix B

According to a statement of minister of state for finance,
the LIC's total investment as a whole stood at Rs.242 crores
on March 31 1969,0f this sum Rs.77 crores was invested in the
first ten business houses in the country .The Statesman (cal)

May 16,1868.

India 1966,Publication Division,Ministry of Information &
Broadcasting ,G0Ol ,1866. p. 50.

As quoted by Sanjay Baru, ' Self Reliance & Dependance in
Indian Economic development , *Social screntist ,Nov. 1983

N.K.Chandra , ‘' Monopoly legislation & policy in India ,'EPW,
August 1977, p. 1412 :

By definiton falls under the ‘Small scale unit’ Category

N.K. Chandra ,op Cit.

"It has been reported that -J.K. Helene Curtis,a small scale,
unit is by the Sanghani group ; Small wunits like Dental
products of India or Vipro Pharmia Products belong to Shaw
Wallace, Indians National Diesel Co.is owned by Mahindra,etc®

quoted from Pranab Bardhan ‘Political economy of development
in India,’ pp 43,44

Ranjit Sau ,‘India's Economic Development *, 1874

For details ,see Sukhumoy Chakravarty, ‘Development Planning :
The Indian experience ,’ 1987 ' ’

Atul Kohli ,o0p Cit p.29

25



- o - v - . . R ww e Mm ew Ee = m e ae G o = T A

One of the feature that has had considerble {nfluence' on
Indian politics in the post independence phase has been the
transformation of the Congress party .From a democratically
maintained coalition under the leadership of the capitalists,fhe
landlords it has become a highly centralized political méchine,
often revolving around a single individual . In this context the
1869 split in thg Congress is particularly significant becauss
" the tendenciés toyards ceﬁtralization and concentrati?n of power
became pronounced thereafter, culminating in the Emergency and
institutionalize§ authoritarianism .

The trends towards centralization and authoritarianism had
been'historically at work right from the first general eleqtlons.
These authoritarian moves in the in}tial years were however
sporadic in naturq and were generally responses to challengés
posed by the people’s movements. They were responses. to crisis

situations posed by the autonomy demands of the states, which

~ .

neededAto be effectively eroded by thg centre.

The border war with China and in 1962 and the Indo - Pakistan
war of 1865 necessitatied a drasticvre-ailocation of internal
resousces and; in a way,became the immediate cause for the slowly
maturing contrédictions of capitalist development inv India to

assume the shape of a severe crisis, all at once. It was the
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deepening of this crisis, which was reflgcted, both {n the

political and economic structures, that led to the erstwhils

l

séoradic manifestation of centralizating trends being transformed
into a systemic condition. From occasional manifestations during
the Néhru. period, the trend towards centralization crystallized
into a near permanent reoponse durfng the Indira Gandhi period.
Although psychological and personality traits , factional
affiliations,elite social and political background do play a parf
in creating certain propensities?the trend towards centralization
was much more a response to the crisis gituation,which Qas almost
and invetiable articul;tion of the>fundamental contradiction of
the Indian poltical economey. It was bound £o appeaf even in the
absence of defence mobiliz#tion and drought which had merely
contributed towa}ds deepening its amplitude.

The growth in agriculture had exhausted itself by the late
fifties , "the thfust haviﬁg come largely from the expansion ot
cultivated area rather‘than from improvement in yield . With in
the lfmits of the then prevailing mode of production, the economy
was , therefore, doomed to a food crisis which was only dramatized
by the drbught"?

Since Independence much of the state investment had
preferentially gone into industry and particularly {nto heavy
capital intensive industry. Because of tﬁe over investment in
industry, without atteﬁpting to develop concomittant inputs and
market_deband from the agricultural sector, both the industrial

sector and the agrarian sector ran into serious problems. In

agriculture it resulted in a widespread food crisis and in



industry in a stagnating production, widespread under utilization
of installed productive capacity and low or purely speculative
investment since mid sixties.

The food crisis come to have serious political implications.
[t began a bad cost push inflation through rising grain
prices. Food scarcity drove the Shastri government to seek
Ame:iéan food aid.Support from the western and giving sources and
international aid giving agencies were made conditional dn
serious altérations' in government policy on the economy. It
advocated an increasé in defence expenditure to offset Chingse
aggression;it supported an alteration in agricultural policy for
greater priority . to agriéulture than public sector heavy-.
industries.bevelopment investment should, by implicatioﬂ’,be left
to the private sector. And since agricultural = development
programmes wogld imply a diversion of investments to that sector,
industrial development 'pfogrammes would be more dependent von
foreign capital.The fourth plan incorporated a much greater role
~of foreign aid. The rupee was devalﬁed, import licensing policies
were relaxad and the "new agrarian/strategy had an extremely high
component of foreign exchange . |

The political effects of World Bank proposals marked a clear
departure and often in contradiction to thé inter-connected aims
of Nehruvian ﬁolicy making : of an agrarian change,development of

7

heavy industries,leading role of public sector and decreasing
reliance on foreign capital. | |

The beginning of chronic crisis of indian industry and of
the Indian economy may be identified with the absolute decline

of industrial production in 1966 and less than 1%'growth in 19867,
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Ranjit Sau remarks that "an absolute decline in overall
industrial productionvoccurred only in one year,and that also by
a small amount-less than 1% . But.vthe growth rate slackened
appreciably much before that... It slowed dan abdruptly in 1863
and then afker a brief upturn finally tumbled down in 1966,not'ba
recover again till 1970"? (Table 4)

The New agrarian strategy(NAS) was adopted in the 60s to
develop abund;nt raw materials and food supplies, to fncrease the
éize of the home marke£ and demand for industrial goods.
Expansion of home market through growth of capitalism in
agriculture, it was believed , would offset the indu;trial
stagnation, particularly evident since 1963/64. The NAS soon gave
birth to a poweéfﬁl class of rich peasents posing é‘chéllenge to
big industrialists themselves. The rural rich was demandlng
greater power to resources for the states. It got reflected in

the formation of State Planning Boards, increasing regional

tendencies and claims for preferential treatment to 'Sons of the

soils’and above all in the overall shift in the terms of trade in

. favour of agricultﬁre since mid - 605? There was a marked rise in
federalizing forces. Congress did extremely badly in the
alections of 1967 in terﬁs of seats. Its central majority was
drastically reduced. It lost .control over eight of state
governments.

This was the crisis of the ruling social coalition. The.
logic of coalition was imposed on the state from the beginning by
the 1inequalities of the colonial economy.The inadequacy of the

capitalist sector to gradually homogenize its class base.From the
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late. 60s the groﬁp of rich farmers became more articulate and

assertive in the ruling coalition."Coalition politics imposés a

logic on all parties within it.All actors in the coalition attempt
to win,not only with its partners against thé outsiders,but. also

at the same time win in a way that it enhances its power against

its partners.If the intgrnal distribution of benefits does not.
appear to be in their advantage,groups or actors can quit the

coalition.Buﬁ eveny-- ‘*threat’of. this  kind is also an

‘offer’allowing itself to be broughf‘back by higher and better

bargains "? This has been the typical strategy of the eﬁtrant

class of rich farmers.Their political moves in supporting parties
opposed to the Congrgss was meant to serve a notice on the ruling

class regarding its étrength and electrol power.They have asked
first for governments support prices to be remunerative, gradually
questioning the direction of government policies as being partial

towards industries.The rise of rich peasantry provokéd the ﬁeed

for re-defining r;les for credit allocation,thus sharpening
antagonism between them and the big business.

In a series of anti monopoly maasures,Nationaliéation of
baﬁks in 1969,abolition of privy purses,the rhetoric of socialism
was invoked to force a split in the Congress.These measures were
not merely dictated by the circumstances of the entrant class of
rich peasants who had'strong electrol bages. "It also provided
the ocqasion for an intervention by the prime-minister aimed at
endorsing some eleéents of the radical programmés in order to
project a .popuiist image in the ongoing battle with the

‘reactionary’ syndicate (représented by Nijalingappa,Desail,Pati]

+

.
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&% Kamraj) for public support”. Mrs.Gandhi became the personal

embodiﬁent of a-new direction in economic policy and .populgrity
of her image led to an immediate tactical victory for her.

These measures being against immediate economic interests of’
the big business earned the‘opposition of imporfant sections of
vbig capital .However, the delicate balance of the coalition was
maintained mo: re éanefully than it appears gt the first
sight.This éhase of radicalism wasn't really an indicator of a
change 1in the ideological orientation of the Congress' party.lt
was a tactical move which at once registered the support of the
rich peasantry and stabilized her electrol base.The 1971 general
election was a political gamble by Mrs.Gandhi so that she could
defeat both her opponents in the consenvaiive grand alliance and
her competitors on the communist left thrbugh a direct appeal

that promised radical economic reforms through parliamentary

me thods.
The new intent of policies,for all their complicated
regulations and procedures was still ambiguous. The

) 8
nationalization did not really disburse credit.The lions share

was cornered by large business houses.The licensing policy too
seemed to encourage economic concentration by directing larger

firms to invest in massive projects involving outlay of Rs 6§
9
crores or more."

It soon became obvious that what Mrs.Gandhi attmpted was not
to effect a restructuring of the production relation.Her attempts

reflected the sole need to restore the Congress domfnance. It

involved a considerable compromise with the segmented character

+
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of Indian society.The changes around 1967 were welcomed by
political scientists as a shift from monopolistic to competetive
10 : )
strcture. Actually it was a watershed of a different kind. The
fundamental relations in Indian politics were altered. "The state
lost its superordinant poSition ... The relationship  which
cénstituted the ‘historic bloc’ were re-negotiated.Driven by the
need for survival,the state elite began to seek alliances with
pre-capitatist forms on a larger scale, and lostvits' abllity to
dictate to them,and instead began to regiéter passively the trace
. T
of the resurgent forces in social order".

Indira Gandhi's new political process though prevented any
challenge to her personal power contributed to a major politic?;
crisis.The shift in focus from‘'state building’to‘regime buliding’
sowed the seed of disintegration.The congress increasingly sought

13
bonapartist’ solutions,of ad hoc arbitrary medation between

conflicting interests - "a solution which give the political
elite more power, but weakens the political order against other

v 14 v
instances of the social form". In such a situation it is not the

government which gets.undermined but the state.

¥
A

Incréasing) centralization based on the logic of strong
centre and weak sﬁate led to the weakening of institutions_ and -
institution;l norms and to an alarming increase in factional
ihstabilit;. This was accompanied by one of the severest economic
crisis in India since independence. The cumulative impact of the
financial conseéuences‘of the Bangladesh was in 1971, the sharp

drop in food production brought about by two succesgsive

droughts, the international oif crisis which grew out of the Arab-

i
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Israeli war of 1973 triggered off a wave of  acute
inflation,widespread food shortages,crisis of production - in
various 1industries and growing unemployment and burden of heavy
taxation in the post war period. All this led to,on one hand,
widespread deprivation of the masses and on the other hand
ensured both the big bourgeosie and landlords largg gurpluses.
This was the crisis of the mixed economy framework."This is

not a temporary or a cyclical crisis but'one affecting the very
viability of a mixed economy.A situation,it seems,inevitabiy
‘arises when economic growth cannot proceed further within the
framework of such an economy without créating inflationary
pressure as w&uld threaten the stability of the rule of bourgeols
and landlord clas;esi? Patnaik and Rao say that.sinca the ruling
classes depend crucially on the support of the petty bourgeois
_and“ in particular the professional and salariat (this being a

legacy of the colonial period when the state machine 1its sglariat

was fairly gigantic)the inflationary presures have to be curbed

as it hits this articulate segment rather critically and
-threatens a withdrawl of their support."The state in the
interests of the ruling c¢lass (thus) attempts to control

inflation by cutting back its investment and retarding the pace
of economic expansion,The slowing'aown of public investment has
to be further seen partly a result of tge prevailing agrarian
relation which hinder .the release of productive forces |In
'agriculture and as a result of the share of the rise in prices

claimed by the monopolists and landlords which causes a shrink in

the 1nvest1ble surplue with the state. Such a retardation in turn
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throws workers out of the jobs ;nd"also elements of uyban
middle-class - ékactly that segment whose support it wanted to
register ~.fhe crisis of a mixed economy lies precisely in the
predicament tﬁat both a continuation or a discontinuation of’
economic expansion entails serious problems for the economy
and for the ruling classes.

It is‘ at this juncture that a‘free play of market
forces’ madel is restored to and an appropfiaté political
framework with'more rigid discplininé of the working class and
léss democractic models of functioning is set up. .This partially
explains the back slidings'on the anti?monopoly and land 'refprms
planks of radical programme ,the deadlock which the policy of
takeover of wholesale trading in good foodgrﬁins came to and the
increasingly repressive measures adopted to deal withb the
discontented aspirations of the massess.The hopes generated by
_&Mrs. Gandhi’s populist rhetofic suddenly collapsed,manifested‘
itself ' in spontaneous outbreak of violence, strikes,protests
first in Gujrat and then in Bihar.Qradually and cumulatively the
inchoate naﬁure of regional explosions were galvanized into the
*JP movement 'whiéh threatned to translate all these regional
protests into an anti congress alliance.

- The J P movement represented in a fundamental sense, the
crisis of legitimacy of the congreiz .The 1971 mid ferm poll
" represented the'rgling-elites new themes to break new ground. for
seekiﬁg legitimacy . In this it had acﬁieved successv . But vthis
succese wasg seeﬁ by Mrs.Gandhi'as no more ih;n an endorsement by

@he people in favour of the continuation of the Congresa rule.lIt
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was interpreted as  the reiteration by the electorate of the
indepensability. of the Congress.The actions of the government
consequently came to be viewed by the people not as those of a’
just and fair political order,which had been promised. in the
‘Garibi Hatao;slogan, but as an advancement of a gpecific power
group.

The blatant disrégard of election promises turned out to be
a short sighted strategy of the goVernmént for {t ”laiﬁ bare the
face of the socio-economic groups which wield ﬁower in the
macrostructure , the face that otherwise remaiﬁs concealed béhind
the anonymity of the ‘government’ . and keeps the issue. of
legitmation away from the wider public and within the confines of
political bureaucratic aren;?.

An attempt was made to arrest the gathering storm of
people’s protest by the policy of severe fepression against the
parties and organistion of the left forbes.Gerrnment came  down
with a heavy hand oﬁ the all-India Railway strike which'
represented the climax of wofkers unrest and strikes.JP movement
and its call for total revolution ,rallied millions of people
gnder one bannér in the struggle against growing

authoritasianism.

Mrs.GandHi's centralized pyramid of‘power ;once subjected to
this stfess,ironically contributed to its fufther development .on
June 26,1975,Prime minister Indira Gandhi declared a state of
Emergency ,ostensibly on the pretéxt of a threat to her
govrenment. from the right opposition.(whigh had been trying to

disqualify her from office through the'courts_ on charges af
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- violation of the electrol laws). _ )
11
There are two radically different explantions offered for ‘the
imposition of emergency . One way of looking at it is that the
reasons for Emergency were purely contingent.It was attributed to
the personal uﬁwillingness of Mrs.Gandhi to give up power and- in
the manner of functioning of the government -its unresponsiveness
to popular demeands ,its inability to handle the public sector
economically ,corruptibn ,inlation, the increasingly less
scrupulous beh#viour of the political leaders and soforth .
Another way would be,to look at these factors as immediate,
something which 1is not explanatory by itself but . which reflect
the the lbgic of the structures of Indian political economy.Thege
immediate events were no£ the real causes but were manifestation
of a deeé structural crisis - the crisis of the logic of
coalitional, ‘bonapartist’politics of Indira Gandhi; the crisis of
the capitalist path of.development with {ts colonial.legacy in’a
mixed economy framework and the structural incompatibility of a
centralized party in é federal system - all of which created
severe problems of conflict management .

Such a treatment of the Emergency is evidently one that fits

Gramsci’s model of explanations .He writes - "In studying a
structure ,it is necessary to distinguish organic movements
(relatively permanent) from movements which -may be termed

"Cunjunctural”™ (and which appear as occasional immediate and
almost '‘accidental).Conjunctural phenomena too depend on organic
movements to be sure...but they give rise to political criticism

of a minor day toc day character,which has as its subject top
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polticai leaders and personalitieé with direct 'goverﬁment
'rasponsibilities .Organic | phenpmenon on the other hand glves
rise to socio historical criticism ,whose subject 1is a wi§er
social grouéing -beyond the public figures and beyond the top
leadérs.When historical period comes to be s:;died the great
importance of this distinction because clear...".

Emergency no doubt marked a break in Indian politics ;but it
is important not to view the pré emergency as one that reflected
different tendencies,different norms. Rather it should be seen as

'é phase at the end of a continuum whiqh began,in a marked
manner, in the mid sixties .Emergéncy showed the weakness of the
Indian state ,the strenglith and legitimacy of which had been
undetermined to été?gthen factions and indiQiduals

Bourgeqis democracy works on a specific equilibrium of
legi£imation and coercion. To the extent leggtimation works,
coercion becomes redundant. Recourse to coercive qeans does not
make for a stfong state -for if such was the case the measures of
centralization and authqritarianism ,in the wearly 70s would not.
have been counter productive -but is a response of a state that
perceiveé its yéakness.

Not . unexpéctedlly, the declaration of Emergency was
accompanied by populist slogans - remniscent of Indira Gandhi’s
‘Garibi Hatao programme of a few year earlier-in tﬁé proclaﬁation
of a 20-point Programme of development. The Emergency p}omised
everything to everybody ,setting -itself entirely incompatible
objectives .To the boufgeoisie it offered a betfer climate of

industrial discpline and industrial development; to the middle’
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class ,lower prices and better administration and §o the poor

removal of pbverty. Assessment of Emergency as

proclamation must turn to the basic question - were there any

regards 1its

long term re-distribution of economic benefits in that interlude.
We have already noted that in the post Green hevolution
pgpiod'there was a tendency for the rich farmers interests to be
continually artyculated through the Congress,and that this and
the need for the stability of cOﬁg£ess had led to a
marginalization of the big bourgeois interests; soms sections of
which had sought to artiqulate their interests through the
Swatantra party/ in the 1967 and 1969 election. Despite Ithe
deliberate mishandling of the purpose of Bank nationalization,
MRTP acts and licensing commission by the government uncertainity
still prevailed'as no fortnight policy on orientation in favour
of tﬁe big bourgeoise seemed forthcoming .Our stud; of the~pariod.
of Emergency would be vis-a-vis this class and how the dellicate.
balance of the coalition was restored by a reaffirmation by the
government of its renewed interst in- the {nterests of the
éapitalist class. Furﬁher measures for. combating recession
accompanied with the paucity of investible surplus had willy
nilly resulted in reliance being placed on privage enterprises to
deliever goods .This was\ét once an attempt by thg'government to
replace the mixed economy framework with a freer play of market
forces and a'mpre open economy, for given the constraints of
class politics the mixed economy fr;mework tended to retard
growth,and to and at the same time,reéistef the support of the

big_bourgeoisie

A cursory look at Mrs.Gandhi's 20 points would reveal that
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in contrast to her of ‘Garibi Hatao' the appeal of the 20 points

i i i il 1 strata,in the
was infact directed primarily at the viable 3

population, in industry as well as in agriculture,while tﬁe
ﬁassas were asked to work harder with lesser claims (cut in bonus
etc.). It was not fortﬁitous that Mrs.Gandhi considered it
necessary to make a special broadcasf ,the wvery first after
declaration of Emergency (July lét) and before the 20 points were
outlined ,to give an assurance that further nationalizafion of
industries was ruled out and that economic controls would be

relaxed, as they actually were in the next 79 months of the

emergency.

FICCI hailed thé new economic programme of the émergéncy..ln
a letter to Indira Gandhi in 1975 Presideﬁt of FICCI Hafish
Mahindra wrote . "We very much appreciate that this programe
gives a broad directién to economic effort in the neér future.
From our side we are anxious to see that the programme yeilds
ﬁuick‘ results so-that production and distribution iqhgricultrqe
and industries are improved and not only employment is maint;éned
but iarger employment opportunities mre generated all around".

The Emérgency gave‘the industrialist what had all along
eluded them - industrial peace.Indira Gandhi’s new accleration of
bouygeois crisis management through emergency rule bore its most
immediate concrete economic benefits to the industrialists.The

number of man -days lost through strikes declined dfastically by
21 '

83% as compared to Jan-Apr 1975. As compared to strikes ,which

had been declared illegal the observe had happened with lock outs

and lay offs."Within a month of the proclamation of:Emergancy and
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the decision not to have strikes and lock outs ,nearly 20, 000

employees have either been retrenched or laid off by various MNCs

business housesg? Nearly - 4.8 lakh workers were laid off between
3rd week of June 1875 end of the yeif. It was thus evident
that the ‘discpline’enforced since June’'75, which has made
strikes wvirtually impossible had not imposed anything like.a
comparable restraint on thé employers. The 1ﬁage of én improved
"industrial relations and increased employment opportunities which
Qas being fostered was just a legitimation rhetoric. One estimate
based on employmanf exchange data indicated’ a 28% rise 1in
employment which was already 18.7m in 1871. ﬁgney wages had been.
frdzen_or sometimes reduced ;coupled with inflation the real wage
income declined 'even further. ﬁininmum annual bonuses were cut
from 8% to 4%2? | /
This ‘improvement of indgstrial relations'from the point of
view of capital,is however only one aspeét of the marked
improvement of political economic climate for business .Few
:months after the declaration of Emergency FER had noted
"Certainly,Mrs Gandhi would seem to havé won the first round in
her efforfs to ensure the support of big
1ndus£rialists.y.Industrialists and investors have welcomed he;
intiative ...under India’s new siogan of 'Produée more’ the big
family companies such as Tatas,Birlas,Mafatlal and Thapar will be

26
allowed to .resume thir expansion",

Minister for Industries énd civil supplies , T.A. Pai
declared that the'principle aim of policy 1s to achieve result in

production, to that end to sweep aside all ideological inhibition
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and ‘traditionaf hang ups. about ‘contpols, regulations , fixed
priorities étc. Pai projected the conceptbof the ‘'‘national sector
units’...that the public sector units should throw open thei;
share holding to the public at large and should‘ not remaiﬁ
exclusively'government owned;that the public sector'want;7 should
be thrown apen to. the rough and tumble of market forces ..

Every cris;s broughﬁ about a #pate of tax concession and
fiscal inducements to the upper income brackets and the corporate
industrial sector . Inducement to saving and invgstment,export

_promotion , import substitution ,protection of languishing‘
1nd?stries and so on have been put forward as the rationale for
such concessions.Reduction of effective rates of taxation,tax

'holiday,developmental rebate,acceler?ted.depriciation,exemptions,

relaxation of licensing limits , subsidies etc. have been

instrumentsvthrough which such inducement manifest themselves.The

'75-77 period produced a new crop of incentives.

i. The first and, the only budget of the Emergency regime was
highly revealing of the new orientation of  the ruling
28

establishment. Bésed on the Waﬁchoo‘Committee recomendations the
marginal rape of personal income tax affectiﬁg uppsr income
groups had Eeen scaled down from 92.5% to 66%.The budget extended
the tax holiday for another five years. Investment in equity

shares of _new companies engaged in priority Industries were

exempted from taxation. )

During *76-77 the wealth tax was furthur reduced. An

investment allowance of 25% of the cost of acquisition of plant
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and machinery for priority iﬁdust;y had been given,

2. Reform in licensing policy was another of the major

inducements to revive  output and investment in the private.
se@tor.On Nov 22,1975 Eéw reported"...this ‘reform’'has been put

through in stages .First 15 export -oriented engineering industry

were allowed automatic expansioﬁ of capacity to the extent of 25%

of licensed capacity... Interestingly virtually all the 15

industries singled .out are marked' by low avefage capacity

1nt1alization2?.. The second step in the reform was the official

announcement on Oct 25 granting blanket exemption from licensing

to 21 industries in the medium sector and allowing uninvited

, .
expansion beyond the licensed capacity to foreign companies and

large monopoly. houses in 30  other important industries

fof regularizing unau£horized' capacity installed by monopoly
houses and foreign companies had been liberalized .What is now
left of the licensing System?g. -
These measure ,without yeilding any notable results have a
tendency to further distort the structure of industry aﬁd the
composition of industrial output .An accent on returns on capital
and a dismantl}ng of controls on investmen£ and output tend to
-weight the structure of production in favour of non essential
goods and services. To sustain long-term growth of investment
and eﬁployment. What 1is needed is the obverse i.e a weightage on
means of mass consumptioﬁ. On oct 25,1975 FICC! had come'out‘uith
aﬁ open demand for adjustment'inexecise duties without making a

"semantic dichotomy"between lukﬁry and necessities. This demand

was backed by union Government and the Concept of essential
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consumption was exténded (T.V.as instrument of mass communication
and educétion -concept of a fJénta’{ridge); the profile of common
man itself was changed.The profit margins in this sector remained
untouched, for a slack in demand was accompained by a cut in

excise duties.

v

5. The budget for 1976-77 and the series of measure for
the unshackling of industrial enterprise were welcomed Qith an
equél degree of enthusiasm by foreign investors .also.Business
delegation from France,Germany,Great Britan,and USA lobbied for a
liberalization  of Foreign Exchange Reguiation act (FERA) of 1873
and amendment‘of other measures governing foreignvlinvestment and
trade. A "New Deal"was offered to foreign capital "Such measures
as the investment allowance scheme, reduction |{n capital gains
fax,reduétions in the rates of taxation at the quer income and
wealth -brackets,rationalization of taxation on foreign
companies,norms for non-resident Indian investment in India and
liberalization of trade policies were listed as being the most
emqouraging for profitable business ,both Indiaﬁ and foreign Also
specially noted were changes in the operating condition for
. foregn business in India, such as reduction in tax on royalities

earned by foreign companies including exemption from surtax in
31 : : , .

some cases".

Urider the earlier stipulations of FERA,foreign’capital 'was
permitted to have 74% equity in its hands provided -
a/ it is in priority areas,
b/ uses sophisticated techniques

c/ exports more than 60% ofvits_output

’
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under the new guldences of FERA {t can retain 74% of its

equity in its hands if

a/ if 75% of the output is covered by all or any of
these stipulations.
. or
can retain majority shareholding provided

a/ 60% of output is covered by all three stipulations
b/ exports 10%

or
c/exports 40% of production with fulfilling any other

32
requirements.

The application of the term "priority sector™ had been
largely a;bitrafy‘.Cgllaborations were invareag like tomato paste
‘apple concentrates, gramophone records, leather shoesv etc.The
novel feature of foreign collaboration is to develope captive
units _bound to supply a good part of its outpug to fhe
collaborating country —:as was the arrangement with Iran asg
regards -its tie up with the i:on-ore project at Kudremukh. lfan
was tp provide 630m$ for this project; in turn India was obliged
totsuppry 120m tonnes of iron ore over 20 years.

While ear!ierA despite the ambivalent positi&n vié-a-vis
fofeign capital, there was a marked tendency to disallow foreign
collaborations in case of internal availability ,in the post
Emérgency period the logic was reversed and foreign
collaborations were welcomed to increase the competiti?eness of
domestic goods, to boost up exports, and to utilize éxcess
capacity through export promoﬁions. Qging largely to the
" Industrial recession in the early 70s and the increase in

India’s import bil}s because of rise in 0il and wheat prices,it

was ‘almost imperative that exports be subsantially increased to
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finance imports and for servicing external debts .India thus
joined the rush for an export led growth . The further
liberalzation of foreign tfade and incentives to export

industries wunder Emergency rule only accelerated this Frend.

The philosophy of larger and larger exports to finance
growi;g and liberalized imports tends ,almost always, to be self
defeating.lt perpetuatesva growing dependence without easing the
trade deficit. S.K.Goyal in his study of 133 foreign subsidiaries
found a'ﬁet.deficit in foreign exchange of Rs.98.43 Crores for
1975-76‘alone3? The supposedly fast growth of exports had been
fostered by a regime of wide_ranging incentives ,the cost of

which has now become colossal both for the budget and the general

economy «

To take the questibn of incentives ,the Commerce Ministry’'s

~

report lists the large numbefvof measures'intended to prohote
exports?4lmport replenshment licenses,cash compensatory suppoft,-
reduction or abolitiod of export duties ,duty drawbacks,suﬁply'of
‘major inputs both imported as Qell as domestic ,credit facilities
at concessional rates »,blanket foreign exchange facllities
for wvisit abroad, relaxation of industrial licensiné for
prospective export units,exemption from the requirement to re@uce
foreign equity holding for export ;orientéd units under the FERA,
relaxation of norms gnd’ procéaucers for. export coﬁtracts on
deferred payment basis etc.The budget for 75-76 alone had prévidéd

'Rs.171.77 crores for market development and export promotion

measures;duty drawbacks during the year amounted to Rs. 102 crorés



making a tbtal of Rs.274 crores ;Grants and subsidies in the two

budgets amounted Rs.550 crores .Ilt is obvious that the rise 1in

exports that had taken place had been at a high cost and was an

increasing burden on the exchequer

These Libefalization measures essentially represent astép in
the direction of freer play of market forces to briné about a
spurt in investment' activity from the private sectors who
effprts hitherto had been dampened because of the ne;;ork' of
cont}ols. There was an impressive upsurge during 1975-76..However
the effects of this boom soon tapered off reflecting serious
shortcomings and- the Qnsuitabilty of this growth strategy.
Industriai output between Sept’75 and Sept 76 declined to 6.22?
This was coupled by the phenomenoﬁ of sickness of mills on whose
" accounts commercial banks incurred a loss of around 1000 crores.
A production boom strategy coupled with a decline.in earnings of
the wage workers(due to wage and bonus cuts)resulted in a paucity
of demand and sharp rise of stopks especially steel and Coal
- (steelstock worth Rs.400 crores).The price index which had fallen
by. 5.6% during Mar '76 to Nov ' 75 éhot up agaiﬁ between Mar 76
to Nov76 by 10.8% .This price rise cannot be attributed to any
"wage push" factors as wages were declining .Nor éould it be
attributed to a-step up of proddctive’investment outlay of ‘the
government .Instead it was the logic of a private sector led
boomn. Growth in 75—?6\15 to be explainéd pértly in terms of
favourable monsoon‘and partly by deliberate holding of stock in

the public sector units-a stepping up of production without

market clearance .Government purchases of food stocks and
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industrial stocks put resources in the hands of landlord and this

resulted in a privéte sector led boom .This was further
pronounced because in non agricultural sector. private resources
were bolstered by large subsidies. Patanlk and Rao explain that
under theée conditions a boosting of public investment would
strengthen this private sector boom by incresing demand for
industrial goods at monopoly prices and thereby putting even mo#e
resourees into private hands. Besides it éimultaneouély generates
inflationary pressure .Thus "the level to which public
investment can be.raised without generating serious inflation 1=
quite restricted. In other words, public investment can not rise
much because the private sector —lea boom,which has assumed
substantial proprtions owing to'government policies ,takes the
windiout of the government sailsai

A major element of this prevalent economics 1is, while
supporting big capital productivity to invest?export, to attack
and cut back ‘unproductive’social welfare expenditure .The draft
Fifth plan had contained a ‘National programme for minimum nqéds"
designed to provi@e a minimum level of social .consumption,
elementary education ,rural heal{h,nutrtion,housesites for
landlesé,glum improvement and so fortg "among _ the more
conspicuous changes now effected'in the final versidn of the
Fifth plan is the pmissfn of National Programme of minimum needs

’
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of rise in prices ...". These measures have been a part of the

drive to cut down ‘unproductive’ state expenditures and put
resources at the disposal of capitalists who wiil wuse it - for

/

‘productive investment'. Projects. or programmés yeilding
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benefits over a period as all well as those that contribute to an

improvement in the quality of life such as education, health -
are postponed.if not abanQpnéd. "While this may be a smart thing,
to do in terms of demand management it clearly has the effeét\_of
perpetuatiﬁgvpattefhs of production and demand in their existingl
moulds. It protects, ‘in other Qords the prevailing power
structure in society from having to yeild place or accept
unpalatable adjustment%a?

Economic measures led to greater concentfation  of
capital.The share of companies having a paid up dapital of Re. &
lakhs or less iﬁ the total paid up capital of all non—Governmént

\

companies declined -

1850-51 1860-61 1975-76
25% 15% 5%

It is true that capital costs have increased in the past years

but even the shére of comjpanies having a paid up of capital of

up to 25 lakhshwas only 10% in 1975-76.

According to the RBI study a larger increase in the total
inéome than on total expenditure... pushed up the _selected
companies' gross profits... beyond fhe 1000 crore mark to 1034
‘crores. Si@ilarly assets of large/public )imited - companies in
the private sector (each with a paid up capital of Rs. 1000 ‘crore
or more) rose by 12.9% i.e. at a faster rate than thq growth of
industrial production - 10.6% in 1976-77. The economic reasons
behind these measures were belied by performance. The figﬁras
above clearly _indicate a rise in-the share of assets of large

business houses and MCNs without a corresponding output
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performance oOr export enhancement.

~

Ecanomic analyéis tends to reveal a structure of economic
predicament which parallelled that of the political crisis.
After 1969 split there gad been a growing tendency towafds by
‘passing regular consultative political proqéss and its
replacement by a more bureaucratic and administrative manner of
decision making. Theré was increase 1in arbitrariness , and
economic policy got increasingly more conservative. Unlike under
normal conditions dysfunctionalities both on the economic and and

social front continued unchecked.

Emergency was finally révoked and elections were
announced. This ,howéver ‘was not to suggest that the structural
strains in the.lndi;n society héd eased or at that the'structufes
had been reworked. The Janata politics was cfrcumsc}ibed within
the same limits. Emergency was not meant to reverse the power
relations or the. internal weights in the dominant coalition.
Trading of the economic and‘ political  crisis was not A in -
terms of aiding the process of transformation of the 'social
structure but as a problem of tightening up the law and order
solution, of mounting resue operations by opening up the the
economy, liberalizing policies and securiné foreign loans . and
assigtance. however as was_reveéled by the phase of Emergency,
the economic and . political dysfunctionalities, which are thrown
up by the séructural contradictions, anq which areAsought to be
removed without ppsetting the existent gtructures are not easy to

countermand even by an authoritaian regime.

49"



10.

11.

12.

13'

14

i

16.
17.

i8.

Manifested in the dismissal of non-Congress governments in
PEPSU, Tranvancore-Cochin after the 1852 general elections;
dismisal and the arrest of Sheikh Abdullah in 1952;dismissal
of the elected communist government in Kerala in 1857.

For an account see, Mahendra Pratap Singh, ‘Split in the
Predominant Party;the Indian National Congress in1969',1981.

Ranjit Sau, ‘Growth and fluctulations in the Indian Economy"
EPW, special member, Aug'73,page 14895.

Ibid p 1491
See, Ashok Mitra ‘Terms of Trade and Class relations', 1977.

Sudipta Kaviraj ' Economic Development and political system’
the Vienna Colloquum on Contemporary India , Nath ' Pail
Memorial session, 1984 (Unpublished). '

Francine'Frankel,\‘India’s political Economy 1947-77' P.418.
For details see A.K. Bagchil‘ Reinforcing and offsetting
congtraints in Indian Industry’,in Bagchi & Bannerjee (eds)
‘*Change and Choice in Indian Industry’,pp. 33-35

See, Francine Frankel Op Ct. p. 439

See Morfis Jones, ‘Politics mainly Indian'’,1878, pp. 144-58

S. Kaviraj, * On the crisis of political institutions in
India’, in Contributions to Indian Sociology, 1984 p. 233

Refer Stanley Kochanek'mrs.Gandhi's Pyramid: The New Congress

-A political system re-appraised’,in H. Hart, ‘Indira Gandhi’s
India’, (ed) p.110.

Bonapartism refers_to the state of autondmy of the state from
the power bloc and the hegexnomic class or fraction in event

of an equilbrium of these force amongst which institutionalized

power (state) operates as an arbitor.

S. Kaviraj, op cit On the crisis of political institutions in
India’, p.237 ' '

~

For details see Francine Frankel op cit pp. 473-475.

Prabhat Patnaik and S.K. Rao ' Towards an explanation of
Crisis in a Mixed underdeveloped Economy; EPW AN Feb'77 P.205

?égé Seth, ‘Social basis of Politcal" Crisig’,1-9 Jan Seminar

Ibid P. 30

50



18.
20.

21.

22,
23.
24,

25,
26.
27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.
38.

39.

Antonio Gramsci, *Prison Notebooks®', 1971 P. 177

Correspondence and relvant documents 2 Aug’'1875 P.13.

FER Jan 13, 1977,Cited in A.G.Frank, *0On the Emergence of
premanent Emergency,’'EPW, Mar 12, 1977.p. 465,

Business Standard Aug 28, 1975 cited in EPW Sept 6, 1975
EPW March 27, 1976,in A.G.Frank,op.cit,p.4§7 —
Cited in A.G. Frank, Ibid p.467

FER, Feb 20, 1976, Ibid

FER Aug 22, 1975, 1lbid

EPW Sept 13, 1975 P1451

Cited in MJK Thévraj, ‘Has the Indian Industry turned the
Corner’, Social Scientist, Jan-Feb’77 165

The logic being that an incfe;;ed capacity means on
increased share in the allotment of inputs. More often than

not the increase in capacity is not related to an increase
in production '

EPW Nov 22, 1975,p.1909-10
EPW Dec 4 1976 P.1884

Ibid

‘S.K. Goyal, ‘Some aspects of the operations of MNCs in

India,’ I 1PA,1880.
‘*Dark side of Exports’, EPW May, 15 1976 P, 713

Real! national income increased by more than 5.5% in 1975-76
total agricultural output increased by 8% rise in individual
output between March 75 to March, 1976 was 10.9%. Compared to
the preceeding 12 months

Data regarding the beginning of decline in ‘growth rates
compiled from Patnaik and Rao, ‘'Beginning of the end ‘of
stagflation’, Social Scientist Jan-Feb'77. PP

Ibid, P.131
EPW October 16, 1976 P.1614-2

K. S. Krishnamurthi, *Inflation social, not monetary
phenomenon’, Address at the 59th Annual Conference of the
Indian Economic Association, December, 1876 P. 34

51



40.

41.

‘P.K. Ahuja,

‘Policy on Concentration of Economic Power in

the Industrial Sector’,in J N Mongia(ed), ‘India’s economic

policies”,

1984 P.333.

-RBl Bulletin,July 1978, cited in EPW November 18,1978

52



" CHAPTER I11

- o - - - o= =

In a complex society where power has been so widely
dispeersed, the conduct of polities and the penetration of
influence down from the top, taken place most effectiveiy by
means of comprises and through the process of an ongoing dialogue.
| The abandonment of this principle,in an institutionized fagshion
between 1875-77, 'ca;sed serious problems. The inconsistent
handling of states and the heterogenity of reglional interests had
begun to assert itself. "The party had beaome incapable of
serving as the polity’s central integrating 1ﬁst1tut1dn.' It no
longer maintained a steady flow of patronages, information‘ and
pressure between leyefs in the gystem. It was no

1 longer \capable of generating rational changes of
tactics."”

.The ouicome of the 1977 general elections representé a
watershed 1in the history of’post-indepéndEnce Indian politics;
Thev choice which éonfronted the Indian masses was not a complex
one., The elections was about the emergency. In that sense it
. was more of a referendum than an election. It represented the
near‘ unanimous verdict against institutionized authofitarianism
anﬁ agains§ abrogatiﬁn of civil rights. The extent to which the
hopes placed in the Janata rule marked a departure from the
earlier congress regimes is a question which requires analy;is.

The composité elements of Janata Party were conceptualized as

53



having a different social basis and a different ideological
orientation. Hence it becomes important to make ‘a d;stinction.
between the social basis and class basis of a party. Soclal
basis can be guaged from the sections of people supporting and
voting for the party, background of members,from the issgues taken
up éﬁd the kind of slogans raised by the party leadership fof

mass consumption.Class basis,however 1is different and can be

judged on the basis of analysis of whose interest are ultimately

served.

The Janata party by and largé reintroduced the ideological
primacy of the info?ﬁal, small scale tradifional sector. Its
proclamation marked a shift from the primacy of industrial
modernisation which had been the central issue of the earlier
administrafion. The Nehruvin‘stretegy of heavy industrialisation
;as replaced, in policy proclamation atleast, by a vaguely
Ganqhian ‘"hack to the village" model. The alternative they
proposed was "treading the path of Gandhian socialism based on
political and economic decentralisation"? The model oddly enough
was thev Japanese path to capatilism, albiet with a Gandhian
flavour. "In most countries the develop@ent of both agriculural
and labour 1ntensiye industries which M. K. Gandhi had advocated
.came first and tﬁis policy had paid them handsomev dividends.
Japan provides the most prominant examples..."r4

On the basis of these policies articulations  the Janata
Goverhment was seen in terms a different class interest. A closer

scrutiny however reveals a basic continuity both in terms of  the

class basis and in its.unability to reverse the tendencies iIn
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Indian politics; on the contrary it ended up accentuating them.
Although the var;ous segments of the Janaté articulatied different
social basis it ended up teinforcing the bourgeois landlords
interests. |
The Janata was in social terms, a very similar coalition.
only the dominance of the representation pf rural intérésf made
it more sympathetic to a sort of rural ‘argument. There /were
however also strong and relatively old "fashloned business
interests quite strongly represented the Janata Party. "The .
" nature .of the- Janata party 1n»power.at the centre was unlike
anyother party. It was not only a conglomerate of erstwhile
parties with different programmes...but was also an outcome of a
rabid coming together of disparate oppbsition groups of the
ruling class.§ " It was not a merger based on ideological
considerations. It was an anti Indira, anti eﬁergency wave which
united thenm. Without going into the details of their merger it
wou\d suffice to point here that most of the parties continued to
represent within the Janata coalition, interests of the sections
ruling class which.they represented earljer,viz Jana Sangh qf thé
commercial petty - bourgeoisie (traders) or feudal! landlords in
zceftain fegions; erstwhilé Swatantra of the.conserbative sections
of the bourgeocisie.The Bhartiya Lok Dal (BLD),Bhartiya Kranti Dal
(BKD) and Lok Dal of landlords and Kulkas in three or four states
6f the northern Indiaj;ideoclogically the least demarcated from th;
Congfess was Congress (o),which liKe Indira’s congress represented

the interest of the entire ruling class; and finally the socialist

party which never really had any <close identity with any class
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except to represent a vague combination of petty bourgeoisie and
peasent interests.The logic of each of these groups was in conflict

with the rest and under these circumstances the only result, -which-~

seemed expected, was a staleﬁate in policy terms.The gamut of
interests represented made the Janata no different from their
congress in terms'of.class interest pursued. The dilemma of how
of reconciflng the conflicting interest of the dominant
propertied <classes , as earliér formed the focus of Janata
politics. The emergent political’conflguration was quite similar
to the pictu;e after the 1966-67 electionsf Though the Janata
pérty was fbrﬁeq as a result of a merger of several opéosikion
party,it was not able to organise and unite the entire power bloc
under a unified political leadership. Theré was an exacerbation
of contradictions' within the party,  each demandfng a greater
share of powe} both in the new government and party. The» big
bourgeois;e encountered serious challanées from the agricultural
bourgeoisie, particularly the rich peasent faction led by Charan
Singh in North India. The Janata govefnment thus had to resort
to the earlier pattern of consensus bullding by granting
greéter c0ncession§ and subsidies to different classes, and the
old pattern of power sharing was restored.

A bid was. madé to restore the pre-emergency autonomy of
politipal institutions ;The big bourgeoisie which had exercised
its dominance through an increasingly centralised state faced
seridus challenges from .section of the rich peasents , the
commercial and the regional bourgeoisig and their participation

at the central level. For example, the middle caste rich peasgent

persistently dgmahded & reservation of middle castes on the lines
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of scheduled caste and tribe. ' Simultaneously and almost
concomitantly there wgé a strengthening federalizing forces which
articulated 1itself as demands for greater state autonomy in the
CP! (M) -as well as in the ruling class led state governments. The
differént constiiuents of the Janata conglomenate were in the 
dominance in different states in_as’uneasy alliance with other

constitueﬁts. And in "the absence of a viable compromise forpula,

~their different social basis and mass support forced them to

horse-trade = within the Janata to.  so tilt the
’ 6

policies that their mass supports could be’ sustained. " The

federal process thus became more fluid and more open to

bafgaining than during the earlier Congress regime .The ‘absence
of &oherance and authority at the centre was further aggravaiéd
by the sharp rise of militant‘movements by the working class and
the assertion of people’s power in both organized .and
unorganized‘ways. | |

In such a conflict-rid@en Janata party and\go&ernment the
rural rich under Charan Singh made a bid for power.Charan Singh
split the Janata pafty and struck an alliance with several other
parties to form- a government.It was the first time that the
agricultural bourgeiosie was at the helm of the goyennment.7These
trends»particularly upset the big bourgeoisie .

The vdeliberation of FICClI during the Janata ergv provide
ample proof of sefious the~challehge faced by the big capital.B P
Poddar in his Presidential address to FICCI in 1978 expressed his

anxiety over the "undesirable and dangerous pressures that are

mounting in our body politic".He particularly expresgsed
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‘dissatisfaction over the "Special pleadings for one section or

another™ by which he meant the rich peasanté bid for greater
control over state power through policy of reservation of
backward clasges mainly middle cast-rich peasa?ts.The balance of
'cla;s forces was in a stalemate Qithithhe,Janata party framework
with big bourgeoisie cramped and forced to give leeway .

The outco@e of 19?7 elections had caught the big bourgeoisie
flat footéd for sometime . The reforging of links and association
with the new estab!ishmeﬁt was begun at once however the process
proved to be a cohplex one .Their principle anxiety was that of
safeguarding the. "gains of emergéncy".ln nqgotiating a right

"deal the problen was‘éggravated by the absence of coherence in
the Janata party and absence of a ruling ideology. lq the face of
fte uncertain prospects - spelt out by thg statment of goa]sand
objectives in the draft plan which intended to pursue its po]icy
of curbing the large- scale sector and simultaneously boosting
small industry to achieve economic decentralization and greater
empléyment - the big busfneés in India began to feel restricted.

'Aditya Birla,an articulate memeber.of the Birla House qontessed
in an 1nterview:; although we are reconciled to the governﬁent—
policy on large houses,we feel frustrated as we can do much more.
Sméll and big industry are complimentary,growth of the -former
Eeing dependent on the gfowth of the latter"? Very broadly the
Janta development strategy consisted of supposedly four major_
shifts from non agricultural activity to agricultral ; from large
acale industry to village(and small sc#le industry; from urban

centres to rural areas j;from the non boor to the poaor.

The business leaders started off very carefully making the

e

-~
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right gestures towards proclaimed policy preferences and slogans.
They accepted priority for agricultural and small scale sgectors
going as far as to take up some p;ojects of rural
development and making funds available to tﬁem. However this was
gsimultaneously coupled with indicatﬁrs on their part that
priority to agricqlturél and small scale sector meant a
commitment of certain funds for these sectors but leaving the
rest bf the /;ield open for private fnitiative.Proposals also
called for an enlargement of avenues for resource raising for
mopping up savings by the private sector to meet its part of  the
responsibilty. Hence|there‘were'repeated calls for.a fair fiscal
and priée incentives .

The balance ‘of class forces being in a stalemate such a
reconciled and ‘cooperative’response of the bourgeoisie towards
the Janata development strategy was perhaps crucial for their
longer term interests.The big bourgeiosie exercising influence
and operating through the centre has always be;ﬁ wary of
registering its support towards policies whiéh in the long run
would imply greater leverage to the regional bourgeoisie which,of
course, gives rise to federalizing tendencies.A centralized state
remains.a prime necessity for their unhindered growth. However in
circumstances where the regionally based classes have political
alliances and representatives at the céntre,the industrial
bourgecoisie may not be averse to partially meeting demands which
centre around redistribution of benefits so‘long as their own
return - maximising pursuits are not seriocusly. encroached ‘upon

and 8o long as it stops short of demands regarding curbs on the



centre’s power."Non - monopoly capital or different landed

-

interests may come from parties’ or formations _that

are‘oppositional’but function within wunified\ all-India-class-

praference". What resulted was thus shift of the terms of trade
1t
in favour of (market oriented) agriculture without affecting the
. 12 _ .

profit rates of monopoly capital.

The adhocism in implementation of policy objectives and the
confusion that prevailed in therJanata Party over policy issues
~led to the earlier loud proclamations regarding deéén#ralisation
of economié power and putting curbs on the industrial houses soon
| being shelved aside. In fact there is little to suggest that
there was any consensus over an issue, even {n the earlier
stages. As reported in EPUF- "thére is a loud talk of promoting
small and rural industries. It is proposed to di?c;urage capltal
intensity in the production process. But the‘finance ministér
has floated thé.scheme of merger of sick units Qith healthy units

and exercises are going on to relax'application of industrial -

regulation act, MRTP, FERA so as vto promote the proposed
13 ,
mergers.

The industrial and trading bourgeoisie had reasons to be
satisfied with the policies of the Janata Government.. The
business sector which has beeg extremely wary of janata's
attiﬁude to the big houses was considerably relieved because the
expected onslaught against them was much milder then expected.

The small scale ideology was adopted by the éove:nment to
-effect a dispersal of the limits of industrialisation aﬁd to put

curbs on the concentration of power. This did not mark a

departure f'rom~ the 1intentions of the past, for they were
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affirmation of universal goals and date back to the Industrial

Policy Resolution of 1956. The new industrial policy’s stress on
decentralisation of economic power thus can not be evaluated.

solely in terms of its affirmation to favour the wvillage and

small 1ﬁdustries but in the manner and degree of implementation.

1. If we take for example the case of reservation of products for
small scale sector, the reserved products were lgrgely in items
like spare parts and components which ended up-p;ecariouly tying
up small units with the larger ones as ancilliaries. The problem
lies in the fact that they, as ancilliaries become tied up for
their needs of markets, technology, various inputs with _va;ious
monopdly ﬁouses and MNCs. The small'industry in this sense |is
not a small capital industry, but quite often comes under direct
or indirect control of thé monopoly houses. T. Thomaé,the then
Chairman of the Anglo Dutch Hindustan Lever; third in the list of
profit making concerns saidlln the company'’s general meeting in.
1979 that "Out of the 46.6 crores of material that we bought
indegenously in'1977,'almost a third came from small scale units:
In many cases we helped eithér to.set up the unit or to have its

14
technology improved in order to meet our specifications.”

B Some recent reports have suggasted.that as muéh as 40% of
banks advances to small scale units are siphonéd away to bigger
industrial units. This is done in many ways by large industrial
~houses sponsering a host of small scale units to.corner gcarce
raw materials or.credit ; by diverting money for purposes other

than those for which it is intended such as speculation 1In

commodities, trading etc.; by indulging in re-lending activities

61 » .



: 15
through the medium of shroffs or local money lenders. The ~same

happened to the soft loan scheme introduced in 1876 to stem the
spread of sickness _ in 1industry by providing finance at

concessional terms of 7.5% interest rate (compare to IDBl normal

~ »

rate of 11%) for'moderniziﬁg. But as a resulﬁ of joipt lobbying
by inddstries and the term financing institutions, the government
agreed that. even. profit'making'units could be granted these
loans. Furtﬁer lobbying remgved the stipﬁlation which gave
financial instituﬁion'tha option fo convert a part of their loan
into equity - i.e. the convertibility stipulation was done away

o 16
with respect to "soft loans",

»
The possibility of decentralisation of economic power gets
further diminished in wview of the further libéralisation of
econamic poliqies both with regard to the internal as well as the
exlernal reguiaﬁionsw
2. The approaqh to the large houses was so defined as to include
a fairly wide range of activities as a result the LBH had a
fairly wide field to operate and in many industries such as
fertilizers, chemicals, drug intefmediates, cements, paper
substantial new investment necessitated large gorrowings from
public financ}al institutions.17 "The result was that despite fhe
MRTP. Act ana the declared'poliéy of the government to curb the
;ole of larger houses.in the industrial economy, their - control
over assets rose sharply in absolqte terms".leThe counterpoise fo
large houses 1i{n fact, did not come in the form of effective

restraint on their expansion.

3. The government appointed a study group on industriat
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regulations and procedures fo review the role of industries

-

(development and regulation). act to investigate into the
possibilities. of mdving_ over “to_a.system‘of licensing which
would preserve the merits of the present system while discarding
useless paper work and removing unncessary irritants to
entreﬁrenuers"fgln brief the recommendations of study group were:
i) The exemption limit for industrial licensing may be raised
from Rs.1 crore to Rs. 3 crores.

ii) The existing stipulation regarding the overall iimit of

investment of Rs. 5 crores may be deleted.

'iii) - The existing stipulation regarding the l)m}ts of import of
raw materials and component may also be deleted.

iv) Other existing stipulations i.e. the itém of manufacture
should not relate to industries reserved for the public sector
and small scale sector....should bonﬁinue to apply.

Though the relaxation did not'apply to either FERA/MRTP
units it was possible for the LBHs to turn the logic in ‘their:
favour simply by the {ogic'of the MRTP/FéRA units being wvitally
linked up with the non MRTP units, which as demonstrated
: earlier came under direct or indirect control of the monopoly
houses.The non adherance and circumvention of liberalised
licensing and control,abetged the process of capital concentration
in the private sector .During 1976-79,prof!ts of 421 large public
limitedvcompanies rose by 21.9% as against 3% in’1977—78 (profits
before tax) and profits after tax (PAT) by 33.5% against 3.1% .
Because of such benefits along with m;ssive borrowing power, the

assets of lérge companies also grow at a faster rate. Assets
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increased at a rate of 9.9% in 1978-79 és against 8.3% in 1977~
78.Gross fixed assets of the large cgmpanies formed 78.7% of
total gross. assets of medium and large companies in 1977-78.
Thege increase in profits and assets have obviously
‘come as a result of pushing up the prdfits margins all around .
4. There was an increasing reliaﬁce during the Janata phase ' on
indirect .taxes much against the people’s hopes of the tax
structure being made progressive and additional amount of Rs. 5000 -
million was -indirectly taxed as compared to an 1nérease of Rs.250
million in direct taxes. Direct taxes on agriculture had found
7.8% the total tax of central and state government in 1960 - 66 ;j
it went down to 1.8% in 1976-77. |

The tax revenue has recorded considerable increase during the
planning period and yet the proceeds from difeét ta;as are not
eQen 4% of the national inco@e. "Over. the past 3 decades revenue
from 1n?1rect taxes at current prices @as become 25 fold, whereas
feveueA from direct taxes could rise only 10 fold. Consequently
the ratio of direct to indirect taxes, which.was 40:60 in 1950-5;,
declined to 14:86 in 1986-87. This is the significant change in
India’s tax strueture which indicates that \the Indian tax
structure has become increasingly unjust over the years.21
5. On the policy front, thg trend towards liberalisation of
imports and foreign exchange controls_whlch was tnti;ted ag early
as in 1966 in the aftermath of the devolution of the rupee,which
gathered momenentum in the days of Emergency, continued in the
Janata phase unaqbiguously and overtfy;ln 1979 a policy statement

for the Janata Government stated that there was going to be

caonsliderable degree of flexfbility in dealing w{th foreign

*
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collaboration and investment proposal. This was part of the

growing bureaucratic logic of “scientific and technological
managemenf of affairs which tended, logically enough, to greater
reliance on. foreign sources and preference for forelgn
collaboration arrangement for getting things in done in the nam;
of efficiency, reliability and making eprrts competitive,.

In 1978 alone over thousand foreign col}aborations were
sanctioned by the government. These collaborations very often
had been in areas where Indian capability and expertise had been
available. For example the‘setting up of new fertilize§ plants‘
with foreigﬁ collaboration - "In case of these arrangement it is
the indegeneous expertise and capability, withvproven-ﬁerit in
setting up a line of large sized public sector plénts in the past
and with cépability_ admitted by even the World Bank {in the
setting up of some bank - aided plants, which is being ousted and
whose role is being downgradedE? |

Thg controversial Siemens/Bharat Heavy' Electricals Limited
d98123 t;o had implications contrary to the national- intefest;
According to one agreement clause Siemens would not grant BHEL
the exclusive rights manufacture and sell in. India but would
granf' additional to manufacturing and‘selling rights to seimens
India and itg associates.Thus Seimens India can compete with BHEL
for the same product where the former will have a clear advantage
siﬁply owing to the fact that it does not have to pay royalty or
other charges to Siemens."Meanwhile BHEL would be bound hand and
foot and will not be allowea to enter intg collabqration with

24 ‘
third parties". Moreover the royalitj goods amount to 1.8% of
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product or systems where Siemens technology is in use but 1.8% of

the entire turnover of BHEL embracing all technologies indegenous
as well as foreign. |
. The éhafe of foreign companiés in the sale of private sector
h;ve maintaiﬁed an almost steady increase from 1857-58 and
accounted for over 30% of the sales of private corporate sectoy.
On aécount §f theiprotecféd market and low cost of production the
- forelgn éapital {s capable of earning handsome profits in
India. Accordihg to one sufvey the 30 biggest MNCs opératihg in
lndia\ in 1977 made profits of rupees 1530 millions on  a. share
capiﬁal of.Rs.137O million. The net profit'reach Rs. 460 méélion
but it is generally accepted that the real profits are higher. A
" survey .- of ﬁperatibn of 594 brivate sector industries conducted.
by RBI for the_beriod 1977-78 to 1980-81 shows that the aggregate
average annual payment in foreign echange amounted to ’Rs.‘ 69.8
cr.ores.z6 The terms of payment wereé dréwn up so0o as to squeeze éut
the maximum payment under one head ﬁr other;27
The big bourgeofsie's attitude to foreign capital stoo?
groatly revised féom their earlier preference for idportv
substitution and a protected. domestic market. At a Jjoint
session - of Indo-US Joint Business Council FICCI pointed out that
the question of protection'ﬁf?}ndian capital in the Indian market
arose oﬁly in new areas of iﬁvestmen£s and not where they were
already establishediln a statement issued at the_end of the.Joint
Council meeting,FICCI called‘upon;the‘government of India to j;ln
the US and dtﬁer }ndustrialised  1ﬁdustries in ‘making an

"irreversible commitment  to the principles of free trade" -

despite'the rising protectionist tendencies in the US and .other
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industriélised countries in the face of a high tradg‘deficit and

28
weakening dollar.

6. The Janata government furthef liberalised policy with regard
to Indian companies embarking on joint ventures abroad. This no
doubt is in pursuance of the view held by the prev1ous government
that joint ventures enable the country to export its intermediate
technology. Despite large subsidies granted by the Government for
export promotions, which increased from Rs.54 crores in 19871-72
.to Rs.414 crores in 1978?79,lndia share in world exports dwindled
froﬁ 1.2% in 1960 to 0.71% in 1970 to 0.54% in 1932.

A growth strategy which leans hea¢ily on a p?ivate séctor
MNC aided led growth besides has to qontent with a lop sided
production criterion which by- pass regulations as regards
capacity, licenses, reservation for small scale industry and so
forth. Production catering far top 10% of the market was in
"excess of plant output. Thié was the case Qith tractors, beer,
cigarettes,' biscuits linoleunm baby ‘food, leather, footwears,
synthetic detergent, toothpaste,.r?zor blades, refrigrators, house
hold appliances and other in 1979-80. During the ‘same year many
produéts of mass consumption fell shoft of plant targets - sugar,
oil, textile, papér, electricity_etz? This is primarily because a
number . of private sector units have enggged in simultaneous
excess capacity utilization as well as under - utilization of
capacity depending on the prqfit potential;For instance,Hindsutah

Lever (affiliate of uni lever) had excess capacity

utilisation 1in case of é-licenses while>it under-utilized five.
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These MNCs besides have also flouted and evaded, Indian industrial
regulations by ent;ring into production iﬁ industries and of {tems
which are either reserved for the small scale sector or for which
they require permissibn. which has been sometimes sanétioned
unmindful of restrictive clauses.For instance,a letter of intent
was issued to Colgate Palmolive lndia fof setting up of a menthol
unit in Kashmir.’ This was the second company after Pine
chemicals to be given sucﬁ a permission though the item 1s
reserved for small industrif

In cases of circumvention of FERA regulations, the RBlI fail
to take appropriate action promptly,espécially in those cases
where lérge MNCs were 1nvol§ed, even in cases where the RBI
directives were very explicity violated. More than 100 foreign
companies did not dilute their foreign equity within the two
years period provided by the RBI for the purposz?

In terms of performance and the attitude of'the government,
the MNCs and the large business houses fared as well as in the
Congress regimes. The foréed departure of Coca Cola and IBM did .
not mean anyth{ng. for it that reflects any policy. preference.
then in thé same breath Cadbury was allowed to EOﬁe in and set up
a cider and apple juice plant.The continued non-adherance to MRTP
Act and FERA regulations made a non issue of the Janata policy
proclamation 'of the post glection period. It 18 not simply a

malfunctioning at the level of implementation that one questions

the objectives and aims of the Janata regime but at. the level of
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bufeaucracy but of the incompleteness of the package of regulation
and the developmental effort,an uncompleteness ~which was

deliberate or else we would not have credit ear-marked for small

.

scale sector being utiliz;d,by LBHs, or they prgducing goods
reserved  for the small ééale seétor which had>been allowed post
facto. We have eyvidently been witnessing the limiﬁs of a "mixed
economy" framework since the late 60’s. 1t is not enough cleérly
to supply chéap inputs, or to make reservations to the small
scale sector, to ‘encourage growth, to effect a decentralisation
-of economic power."If the market for which private producers
produces s marﬂed by sharp inequalities of wealth income and
hence consumption pattern, then controls or no controls
commodities tend to flow tqwardsvthe "free"™ market and govenment
may need to make the defﬁcto in to dejure and look to oiher
avenues for encouragiﬁg growth§?

The coming to the power of a non congress coalition did not
make any departures, in terms of offering a better development
strategy.Because once the position of §perating from within an’
essentially capitalist fﬁamework is adopted,it aiso becomes
reasonable to make concessions to the system and to yeild to its
cdmpgltions in the name of éragmatfc considerations; That is why
the approach to decentralisation of economic pbwgr was reduced to
ritualistic pronouncements and symbolic gestures.This is not to
say that there were no attempts made - some lahd to the landless
were éiven,some measures go relate 1ndﬁstry to the peeds of the

economy were taken.But all these were done to the extent that

they "could be accommodated with the class interest of the ruling
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coalition. If é growth strétegy aims to‘augument a redistribution
which simultaneously is reconciled with a high growth rate and
which wiil be essentially accommodated within the limits set by
the existing ;tructure then what results is a status quo both in
the terms of policies and in terms of the co-relation of class
.forces. -
The two parties Congress and Janata represented conténding
factiﬁns of the same broad class.alliance that has ruled India
gince independence.The different waé fhat the congress was va
broad umbrella through which the rival politics and economic
1ntefests were at ticulated sometimes in the coalescence and at
times in the in opposifion. "The Janata. on the 6ther hand was not
a sgsimilar party as tge congress even though ganut of class
interests represented was similar. Every compdsite party did.not
merely geak to enhance the eéonémicvpower of its class base ;
eagh of them had very concrete political interest in the sense of
ensuring a political future of the party concerned. Each of the
elements of Janata coafition saw their future outsiaevthe. party
coalition too and_ to that extent the p;licies smacked - of
political opportunism adhocism and incoherence. The éleévagés

were much sharper because the intra class contradictions had

become more intensified and institutionalised.
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CHAPTER 1V

The Last Phase of Indira Gandhi 1980-84

The January 1980 elections did not leave any tface.of ambigunty
in offering parliémentary authority to the Congress'(l).and to
leader, Indira Gandhi. Clearly the Janata phase was over and the
mandate was given in favour of {n assured order andl determined
developmental action. The Janaté Party constituted the way it
'wag could not act is a manner different from that in ‘which 1t
acted. The various class forces that had assembled within the
Janata, its contradictory pulls 1ﬁ different directions, coupled
with personal ambitions and politics diéfated mostly by
calculatiogs of a highly personalised-nature led to a total
collapse of hopes that had been generated by ﬂdifferent’ and
“‘*radical’ poiicy proclamations. There was confusion and an acute
mishandling on all fronts - economy, éolity, law and order
foreign relations; the Janata rule not only demonstrated that
given the status quq.in'fhe dominant coalition not only could it
not depért from the congress model of factional manupulatién and
personalized politics .of the congress but was also greatly
inéapable af running the government.,

The .coming béck of Mrs.Gandhi in power demonstrated the
extent to wh;ch lndira Gandhi dominated Indian politics.It
reflected the crisis of a system -in the absence of a viable

alternative to her and her evident indepensens;bility. "It re-

confirmed the structural crisis of Indian politics...the options
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of bourgeols politics semed to be éxhauéted betweep the two
 pa§kages offered ﬁy the Janata and the Congress - between
incoherence and repression. Eaéh package seemed torreach a limit
point ‘after a time and set off a reaction towa;ds ite opposite
strategy. —

Oscillation in electrol fortunes seemed simply tq reflect
this exhaustion of élternatives oM Thé promise of a strong and
‘stable government commanded a poﬁul{st appéa{ ,but did not convey
any new sense of direction.In fact there wgsA a conciously
designed attempt to recall the virtue 6f old policy approaches 6f
the Emergency years.There were few elaction promises in terms
of concrete programme and policy orientation ;if  anything the
disintegeration of her predeccessors ,its non fworkability was
%he- greeted asset to the Congress (1) Compaign .A gdvernment
endowed wiﬁh unity and purpose and a ‘government that works were
the two main images with the compaign was sought to be built .

The first important policy declara;ion presented by.
Président Reddy on Jan.24 before a joint session of both houses’
of parliament propbsad to tackle with "determination and 'speed."
The deFeriorating law and-order situtajion and major economic
problems. In order to do so it was proposed to revlfalize tﬁe old
20?point plan of the 1875-77 Emérgency? -The level of
specification and the choice of goods did not mark aﬁy'
improvement over Janata party .And under conditions of the
b}evailing ad hoc arrangements and sho}t—term,pragmatic devices,
which the political authArity incresingly tended to adopt té deal
with ‘immediate problems ,it was~clear enough that only the vested

.
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interests ‘with assets and bargaining power will.be in a position
to assert and advance their'position.

[t was to be exgected that spokesman of_ private industry and
trade would welcome with relief Indra Gandhi’'s victory .There was
a ring of génuine expectation -not because the Janata regime had
functioned contrary to their interests; but because of the
Janata government’s inability to reconcile the interests and
prefe;ences of the groups within the ruling class, because of the
relative shifts in its internal balance, politics had become more
conducive.tﬁ mévements—both regional and mass.In such a situation
busiﬁess interésﬁs remained insecure and craved for a more
unambigious governance and more stable conditions -politipally.
and administratively. ~ |

Within days of the installation of the new goyernmant FICCI
came out with ,what was called,"a miniumum programme of ecdnomic
action.The striking féature of the FICCI d;cument was not the
presentat;on of conventional demands .They were there in full
measure . A reduction in coporate tax to atleas£ 50% for all the
companies and in personal income tax to 60% inclusive of
compulsory deposi£s,had been demandeg. There was also the usual
de@and for minimizing controls and  regulations,to liberalize
~industrial licensing policies .In his address to-ba meeting
organized by Gujrat Chamber qf Commerce and lndustry sy the FICCI
President called for the re-orientation of the sixth Plan and the
sectrol outlays proposed in it. "Behind this general demand fs
presumably the specific suggestion for ailution of the accent on

expanding employment and towards that end,encouraging.small scale

labour intensive industries and technologies,which used to be a
] , .
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constant refrain of the Janata and Lok Dal government’ industrial
policy pronounceﬁen:". However the document goes beyond the
conventional! framework within wihich the <claims of business
interests had been urged. It presented a case and call fop a
radicalchange in the economic philosophy and policy -however weak
they might have been in their intent and implementation; The
proposition is that the very concept of ‘concentration of economic
power' and of the puplic sector ‘Occﬁpying the commanding heights

of the economy’ should be abandoned for the promotion
of *‘competetive efficiency’ and ‘dynamism’. 1t cannot be anybody's
case that concentration of eéonomic power has been actually’
prevented or that the puplic secter has gained the commanding
heights of the economy in areal sense in the post independence
era of planne§ development.

But these concepts‘have ‘beén a part and parcel of mass
sentiments,political articulation and planned objectives.FICCI
came out openly and confidently to talk of the redundancy of
these concept the need to discard them. What F1CCl desired thus-
wag not adjustments and concessions within thé then sconomic
frame but its complete recasting. Thig together with gtrict
labour discipline,'\and fwages linked to productivty’ would put
the economy in a new gear. The business interests have: been
encouraged to articulate their rather ‘frank’ dharter'of demands
in the wake of the ratu;g“of thé Congress in power. A significant
aspect of hopeful'progpects for business inte?ests was the stress
being laid on the big industry as the only solutibn to production

and employment‘problems.Tentative remarks were made in favour of
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making a break dith the sterile debate on . priority between
agriculture and industry,aﬁd small scale'and large scale industry.
Perspective on agriculture too did not seem to make a signficant
deéarture from Charan Singh's philosophy except that prionty
shiftea to the industrial sector.The agriculture minster talked
of a new and seéond phase of agricultural development which would
not merely stop at import subsitutibn in food grains but
will make India a "Grain powerf,as a big exporter of agricultural
commodities. | This was wholly in conforhity with the new
_agricultural strategy launched in the mid 60s when the emphasis
" had shifted from land reforms and broadening of the social base
of agricﬁltural p;oduction to technological improveménk which
would benifit the relative small but viable strature of farming

capable of producing for the market.

On the question of foreign capital and the role of MNCS, the

Vice-President of India made a forceful case. for close co-
operation of indian business interests with MNCS 1in wider

global market. "We have noticed of late in India a certain
distrust of MNCs and indeed it was apprehended at one time that
like Coca-Cola and.IBM and some othefs, the MNCs one by 6ne will
have to quit. At present there.is certain remission in that
apprehension.§ Besides the need to collaborate with the‘MNCs for
export to penetrate the world market was stressed.

All this taken together constitutes a policy package which
séeks to combine and reconcile the need of the economy to pick
up, the aroused ambitions of Indian bhsiness'interests.with the

new and ‘second phase’ of agricultural development.

The first budget presented was forthright in its attempts to
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liberalize the economy and the role it had enVisaged for the
private sector."Venkataraman (finance ministgff ;laborgted‘on his
theme. by pointing' out that he had left the beaten track of
earblier finance minsters who only imposed heavy taxes or
increased interest rates to arrest inflation and %ind resources
for planned development . He had opted for a course which would

14

leave the surplus in the econoﬁy to the enterprenuers to produce
more and to the consumers to buy more... He explicitly and
pointedly asked the private enterprenuers to plan their

investments for'quick returns’and leave building large and capital

7
‘intensive industries to the public sector for the time being."

Official policy had thué geafed itsself ¢to a relaxation of
irksome controls and regulations to give a boost to private
incentive. All these 1dgas have their implications for a major
overhaul of policy and regulatory mechanisms. Thefe was a marked
and decisive swing towards a more liberal regime where the private
sector would thrive under official patronage. Some of the major
liberalization measures of the new industrial policy statemené
have been béraifl? dealt with below.

1. It was stated. that existing capacities ,even thoﬁgh much
beyond licensed capacifies, will’ beA recognised, or that
automatic 1Increage 1n.capacity to the extent of almost 50% in a
five year period will be permitted. The fact that in many such
cases approval under MRTP act will be required wasn't stressed.
Licensing regulations had been adopted"following the logic that
it would prevent a distrotion of national priorities and product

monopoly and-that it would provide protection to certain gmall
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scale-units in other words to avoid a conflict between private
and ‘social costs and benefits.The Dutt 8committee report on
{ndustrial licensing had given adequate examples of the adverse
effects that the.vcreation of such capacites was ‘hgv1ng in a
number of industries. 1t had pointed out how capacities had been
" created in items which were banned and how these capacities had
later been regularizéd. It had<al;o been pointed out that how
many a time excess capacities had been created on ﬁhe assurance
that the la?ge business groups could manage .to, get the
matter regudarized. If as much as 50%'of.1ncrea§e in capaclty
without scrutiny was being permitted even an official stand on
the aforementioned objectives were being abandohed.

~As indicated By the S.K. Goyal a very largev proportion of
cases of excess capacity belongs to the companies qonnected with
foreignr companies the larger houses, and medium scale firms
(which do not come under MRTP norms and which are\ indirectly
controlled by larger houses) these stood fo benefit greatly.
2. | Modifications were introduced in the convertibility clause
.stipulated by the financial institutions. The éarlier stipulaﬁioﬁ
that 20% of the ingtitqtional loan must be conveftéd into equity
in case of loans éxceeding Rs.50 lakhs - in order that the
financial institutions both have a say in the management and a
share 1in the hrosperity - was raised to Rs.1 crore. Further as
in the Janata period under the existing ‘soft loan §cheme'
no convertébility clause was inserted.. Also while exerciéing the
Fight of convertibility éhe financial {nstitutional Qere directed
that they should not c&me to hold more than 70% of the share

capital of the oxisting concerns. The . justification
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being their bogey of ' back door nationalisation °’ o being»
raised by the LBHs as a ‘result of the convéftibility clausg. in a
statem;nt, the finanace minisier disclosed that "it has been
repeatedl? 'fepresented by industry that the ‘regions _ of
convetibility clause are inhibiting investment...the government

hopes that these policy changes will remove the present

inhibitation and encourage fresh investment in the modernisation
10 ' ‘
of industry"..
3. ngth a view to providing fillip to production in industries
of high national priority and/or those meant exclusively for
export, the goverﬁm?nt‘introduced an amendment in the ﬁRTP Act
whereby it could notify industry or services go wh;ch the clause
pertaining to the grant of government approval or _ permission in
- cases related to the exﬁansibn,installatioﬁ‘of new machinery and
establishment of new undertéking, shall not apply.(a) In
october, 1982 all 100% export oriented industries established in a
free trade zone were exempted. (b) In may 1983 the governmen§ 
notified that companieé registered under the MRTPAct areveliglble
to set up;wiihout the approval of the government, new capacities
in industries of high national priority or industries w}th import
subétitution potential or those using vsophisticated ,technology.
- However the companies were required to fulfill certain conditions
to avail the exemptions.11
Evidence suggest that 100% expﬁrt oriented Qnits were allowed
to market a'substﬁntial proportion of tgeir output domestically

and verification of the actual usage was waved in many cases.With

-liberalised licensing and reduction of direct taxes,it 1is the
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/profitability of producing for the domestic market rather than

for export which receive the boosts.

4. This leads us to the question of subsidies which have shown
a phenomenal rise of from just Rs.Z26 crores'in 1850-51 to Rs. 1489
crores in the budgét estimates for 1979-80.Growth in subsidies
has been particularly spectalular in the post 70's. As a
percentage to total expenditure they have gone u§4from 1.7% In
1970-71 to B.4% 14'in 1979-ég.To 12.4% in 1883-84 of which food,
sUbsidiFs _account for approximately 65% of export subsidies
represent about 25%_.Uith all the subsidized inputs and credit to

the private corporate sector, the rate of - gross fixed capital

formation has,if anything,declined in that sector over the last

two decades - from 3.0% of GDP at 1970-71 prices inlS861-62 to
: 15 .
less tham 2 percent in 1981-82. In the agricultural sector also
: 16

there is some evidgnce of slow down in private investment. As for
the large amount disbursed as export subsidies it has been  noted
that Indian expérters do not necessarily reduce-their prices when
provided with cost redﬁqing incentives ag subsidies; they simply
add to their profit margins. It thus aﬁounts to a reduction vin
cost without forcing a reduction iﬁ prices. This added to the
fact that expoft units which avail of export subsidies, more

often then not, find it profitable to sell in the domestic market

rather than export. Thus hardly any positive relation results

between export performance and subsidiés or incentives offered
17

to such units. Liberalisation measures have neither induced an

increase in fixed capital formation in the private. sector nor

have they given a push to the economy. Capital goodé‘ industries
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which registered a consisfant and considerable growth from 89.8%
per annum in the first plan to 13.1% in the second plan to a
phenomenal 19.6% in the third plan,' fell to 2.6% betﬁeen 1985-75
and a mere 5.1% in the sixth plan peribd; As shown by Shetty
clearly the growth in many such industfies of crucial importance

18 : .
was similarly stunted. In contrast the elite oriented consumpt}on

goods sector iseems,to have benefitted most:from the package of

liberalisat}on. Thus while fhe odtput of coal increased by 2.1%

in 1976—%7 that of tooth paste by 55.7% and beer by 66.2%. The

liberalisation measure undertaken by the government have, to a
very large extent, resulted in distoriing the "output structure"

where non priority sectors with quick and large profit margins
seem to have benefitted most. The share of private soclal surplus

lended to increase persistently over time, partly through

‘budgetary éoncessions of all kinds. The most glaring example was
the actual decline in the related weight of direct taxes to an

extent where the proportion of income and corporate tax (gross)

to GNP at factor cost remaingd virtﬁally stagnant between 1965-66
"and 1983-84, inching fr;m the miniscale 2.6% to 2.4;? |
Budget, under state capitalism, becomes an important
instfumant of determining the distribution of social prdduct'

beﬁwen classes. Determination of price, budgetary provision like
taxes,subsidies, transfers all determine the social distribution.

"Pressures by different classes to tilt distribution in their
favour make the budget and arena of classg stiuggle,and in this
gtruggle the propertied classes in control of the state 'éppartus

20
obviously enjoy a decisive edge. "

82



5. The relevence for a discussion of a‘dgpendent’or a self reliaht
economy has to centre around the character of production and-
trade relation in a world-economy governed and determined by the
caplitalist mode of produc#ion. An economy can be called self
reliant or economically independent if its development process is
not dominated by another economy or external economic agents i.e
when the interdependence of the national eéonomy with the other s
not asymmetric and unequal. Despite a decline in ne£ food imports
and diveréificationzin products, India’s dependence on. the external

world is on the increase. There are diséouraging signs of the

declining share of India in wqud trade,world industri;l production,

22 7
Industrial exports. Techonological dependence has extracted high
financial costs; besides there are myriads of other problems as
regards. the transfer .of inappropriate and often outdated

tecﬁnology, inhibition of local scilentific and technological
23

developmen£ etc.

On Nov.8,1981, the board of excutive directors of the IMF -
approved a loan of 5 billion SDR, equivalent to approximately .
Rs.5000 crores ‘to_ the Government of India under a scheme of
extending financial. facilty,. The proposed credit arrangment was
extended to support a struciural adjustment programme which aims
to strengthen the balance of payment position through sabstantial
enhancement of domesiic saving vénd investment, reforms in
industriél and trade areas and careful demand management of

policies which would ensure the maintanance of domestic financial
24 ' : ‘
stability.

The IMF programme period wasgs three years ending' in
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June 1884 but the ramifications of its conditionality extended
beyond the short or medium term and was bound to have long
term consquences.It is the usual practice of the IM? andother aid
agencies to lay down certain conditions for'ghe client economy
duriﬁg the programme period,which range from being mandatory to
being effectéd'With varying degree of compulsion. "A deficit in
the balance of payments can be adjusted 1in several ways.One
alternative is to cut down imports andto push up.exports. The IMF
calls for just the opposite viz greater libenalization of imports,
in the name of efficiéney, modernization and long t;;m growth
Ofcourse it advises export promotion at the s;me time."
The policy of import liberalization had made slow
beginnings in the after math of the devaluation of the ruppee
in 1966 and gathened momentum in the days of Emergency. The
- policy of import—substitution had gradually been replaced by the
strategy of export led growth, which relied' heavily. on the
import component in exports in the hope of making Indian goods
more competative in the international markets ,thereby stepping
Up exports and reducing the gap in the balance of payment . Wha¥
had obviously beeﬁ overlooked was the'faet that the world market
had itself been passing through a recession, as a result of which
the western .European and US markets were increasingly becominé
more protected. We thus ended up buying more than 'we sold.
Between 76-77 and 79-80 import bills went up by as muéh as 80%‘

. : 26
(contributed to largely by higher import costs of petroleum).

7

e

Early 80's faced a severe balance of payment crisis.

Other longer-standing elements {included a stagnant home market,

'
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increasing burden of petroleum‘ prices, dependence on forelgn
technolgy and finénce. In the draft 6th 5 year‘plan,consequently._
there.was a nots of caution - "‘there cannof be a question of
adopting anything liké a free trade poJicy...; A consiaerable
restraint on import is inevetable, whetﬁer it is imposed through
ta;iffs or import restrictions or both %7 The 6th plan; strategy
of import ;estfaint was oniy a monenétry pause which‘broké down
under theb pressure o{ ‘the lﬁF and the old trend of {import
liberalization.was not only restored but also acceleréted. Import
pushed growth was the most noteworthy feature of the IMF
structural ‘adjustment pfogramme for India .The IMF memorandum
announced -"The Import policy during the programme period will be
(governed by) the need to_provide a growing volume of imports to
support increased public and private investmént,raﬁld'growth and
imérovéd economié effeciency .To these ends,the authorities
intend to carry forwa:d | the progress towards import
liberalization achigved.in late 1970s especially with regard to
raw materials and intermediate capital goods...policies
concerning foreign collaboration,i;volving outright purchasé of
technology,royaltyA payments and foreign partic{pation in Indian
companies are being applied much more liberally and fiexibly than
in the past and further evolution in this_direction is expected
during this programme period...Some liberalization mEasQres wére
introduced in the »import policy for 1581—82 and authorities
indicate that the import policy for .1882-83 and 83-84 will

: . 28
contain significant liberalization steps".

The reversal of the sixth plan import policy following IMF

-
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proposals marked a significant departure from the earlier
proclamations. In fact the IMF did not propose any alteration in
~the aggreéate investment target for 1980-85.1t did no£ project
more exports than the 6th plan did .Whereas the projected
increase for exports was by 17% importé were projected‘ to be
increased by 30%2? The expected rise in balan;e of payment was
largely to be met by an additional iﬁflow of ald foreign caplital
and IMF loan.It 1is interesting to see the conditionalities
attached to the IMF loan and the structurél adjustment programme
in the backdrop of the ;nternatibnal economic scenario. Andre
Gunder Franso notes that one of the ways that the iméact ‘of
1973-75 (International) recessionvwas reduced and oﬁe of the ways
~in  which the recovery from 1975-79 was fﬁelled was precisely
through ‘loaning out to the Third world countries by the World -
Bank ;]MF ‘and aid agencies.They increased 'fheir demand for
_industrial_goods, particufarly for capital goods, from the west at
a time when there was little investment and demand for‘ loan
capital in thq west itself. The banks,therefore;were glad to loan
this money to those who said they need it to cover théi; balance
;“Of paymaﬁt deficifs. A.G.frank goes on to say that during 1979-82
receséidn,fn 1880 and 1981 production and trade in the
industrialized countries was slack and in 1582 they declined
..absolutely .For the 3rd world the result was that the quantity of
their exports to the' first world went down because the
industrialized coountries’' demand for third world products went
down.in addition té fhat » the recession in the west generated

pressures for more protectionism so that in addition to that,

there were furthur artificial reductidn of western 1mports. of
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southern exports.At the same pime the prices of sgouthern exports
went down because of decline in demand ,so that the 3rd world
terms of trade i.e relation between the prices of what they sell
to what they buy also went down. For 1881-82 the loss has. been
~estimated to about $100 billons.This was vastly increased their
balance of payment deficitgf

The IMF report on lnﬁia noted that steps taken frqm the
second half of the 19705 have facilitated a 1liberalization ot
.impbrt policy and have facilitated easier‘ acess fdb foreign
Capital in India .An IMF team visiting India in early
1983, supervising India’s track record_ at implementing the
"structral adjustment " programme is reporﬁed to have said that
it was "quite happy with the government’s moving in the track
- setby the fund...32 given the IMF *structural adjustment
'programme and the government’s own disposition, the pollicy
towards foreign capital was greatly liberalized . Since 1980
there was a marked increase in foreién collaboraion agreements
approval by the governmeht .From an earlier peak of 359 in
1974, these incresed to 526 in 1980.Since then this tre;d has been
' accgntuated ywith the number of for;ign collaboration agreements
moving from 389 in 1981i,up to 590 in 1982,further'1ncreasiﬁg to

v . 33
673 in 1983 and and jumping to an all time high of 740 in 1984,

A study of these foreign collaborations reveals interesting
results .Thus a large number of agreements were concluded for the
manufacture of products which were nonessential or which could be

produced with the help of local technology .These items {ncluded
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. vacuum flésks,toothpaste, cosmetics, ice- cream,biscults,dry

batteries,ready made garments etc. Not only were collaborations
granted for these products,they were often in multiple numbers
and were renewed on expiry, Besides, the government also

permitted multiple collaborations i.e repetetive import of the

gsame or similar technology .This’resulted in respective payments

without adding to the stock of technical knowledge in the country

countries (In raw mate?ials,spare parts,design,spécifications and
even terms of measurement) into the Indian Indugstry even for very
gimlilar products, or within the sa@e firm. This multiplicity led"
to large inventory,accumulation and uneconomic locking of working
capital.lt also hindered standardizatién and variety red;ztion
which. are so essentialAfor raising industrial productivity.
Another feature has been the violation of the FERA
regulations and RBI diréctives by the MNCs .The logic of
exemptions granted under FERA have been extended by the MNCs and
‘their Indian counterparts to skirt the FERA regulations to a very
large extent. The goverment vannounced',in 1882 ,a number of
concessions to éhe MRTP and FERA companies.The FERA companies
were allqwed equity higher than th 40% étipulated under FERA if
they participate.inAcore sector,employ sophigticated technology
or help in export promotion .It Qas thus made possible for them
to avoid all FERA restriction if they chose to expand on Iinés
preffered by and profitable to it under the all pervasive
sﬁipulation that it is using sophisticated technology and helping
éxports or performing either of these functions .The FERA

regulations, which had 'been rendered, totaly redundant swere
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liberalized 1largely to provide,opportdnitiés for fresh foreign

caplital and qualkfy majority foreigﬁ equity. The essential point
about liberalization is that it represents a move towards greater
accommodation with metroﬁolitan capital in é situation of economic
crisis.Foreign capital .was increasihg!y accommodated in an
attempt‘ to bréak out of the shackles of the constricted home
markat‘by boosting up'exports,undertéking joint ventures abrpad.
At the same time the import component of the exporté was never
'éttempted to be brought down.It was in the vain hope that the
economy would be bailed out of the presenf crisis once {; takes
off.And liberalized terms and regulations were precisely to Dbe
inputs into this take off stage.

The actual operations of MNCs have disproved the assumption
of the government policy.Deepak NayyZi has argued that while the
policy of import liberalization has led to a steep rise in the
import intensity of exports between 1977-78-1984-85,the growth in
exportg was sluggish for instance the average import content of
Indian exports rose from 13.7% in 1977-78 to 23.5% in 1934;
85, However the a&érage annual rate of growth in export earnihgs
was only 11% during 1977-78 to 1984-85 as compared to a much
better aQerage annual rate of growth of 20,3% during 1870-71 to
1877-78.Thus contrary to the claims being ﬁadé by the government,
industry and 'trade circles, import liberazation has done little
for export performance on the other hand as import content of
exports incre#se,the proporation of net foreign exchange in the
gross value of exports declined .The_tradé deficit for 19883-84

was Rs.5870.8 as compared to trade balance of Rs.316.2 crores
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during 1976-77 and a deficit of 3374.3 in 1879-80

BALANCE OF

YEAR . BALANCE OF TRADE INVISIBLES
/ (NET) PAYMENT

1974-75 T lemz  216.6 ~760.6
1975-76 | -566.5 510.2 - 56.3
1976-77 +316.2 824.0 1145.5
1977-78 ~107.5 1422.1 1319.9
1978-79 -1842.6 1571.4 -244.8
1979-80 -3374.3 2603.2 -765.9
1980-81 -5967.2 3748.7 -2218.6
1981-82 -6121.0 3303.1 -2817.9
1982-83 T -5776.1 3030. 0 -2746.1
1983-84 5870.8 3176.7 -2694.1

soqrce : Econoﬁic Survéy ,1974-75 (Table 6.2,p 86-97),1877-78
(table 6.2 p 596-97),1987-88 (Table 602 p;66-67)

The overall increase in exporfs during 1982-83 and 1983-84
was 8.8% though exports managed to pay for only 61% of the total
imports in 1983-84.In fact ,report EPW,"the country’'s balance of
payment .and trade position [wasl more precarious than even this
figure suggests for if the ruppee trade with East Eufﬁp; is

excludes then it would cover only about 55% (or less) of the
36 ’

imports.

The progess of debt répayment entailed further pressures on
India to depart from the intial endeavour towards selfrellance.At
this stage infact,it is perhaps altogeiher inapproriate to. refer

to "self reliance™ as any longer constituting a national goal.The

substantial political autonomy that the Indian state had yis-a-Vis
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the advanced capitglist countries is gradullay being eroded and a

non-aligned foreign policy may not necessarily mean,its abillty'to

exercise its political options. The Indian state is long way off
from 1nt&al resilience towards foreign capital on the contrary, it
has became more vulnerable to larger historical forces yViz

international capitalism."It has become so less ‘out of design and

more out of loss of grip,control ,even comprehension of what |is

unfolding and what lies aheag7".

The transition \to "libéializatioﬁ" has to be seen, to a
large extent,in terms of the QUalified support extended by the
monopoly bourgeosie to it,_and of the phenomeno; of stagnation
in the post-mid sixities that induced the mo:;poly bourgosie to
extend such support. A stagnating economy and a constricted home
market drew the big bourgosie out to enter the international
market from {its home base and by exéloiting new avenues like
luxury consumption for which a pent up demand had built up in the
economy over the years.For both these ventures it needed a
“lifting up of confrols in the sluggish market :Centralization of
capital which was. being aidedlby controls in the first decade of
post-independence phase was now hindering {ts expansion and the
bourgeoisie began lobbying for selective liberalization measures
which would at once protect its entrenched position and at the
same time open up fresh avenues for it.Thé more enthusiastic
supporters of,what Prabhat Patnaik calls ‘Uor}d Bank style
liberélization',"are likely to be found among a number of new

houses which are on the rise and which aspire to break the

}existing_ monopoly positions in the domestic market with the help
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of metropolition capital.Alongside them are a mnew group of Indian

capitalists many of whom are non-resident. but many residents with

38
large assets abroad.” .

The conceﬁt df the Public sector ‘occppying‘the qommanding
heights 'of the economy was explicity downgraded in the last
phase of Mrs.Gandhi, Although the size of the public sector has
grown, fixed capital formation in the public sector ;t 1979-71
prices grew at an annual rate of 11.3% in the period 1950-Si to
1965-66 but dropped to less than half ,5.5%.in the period 1966-67
to ‘1981-82? Logically it began to be argued that the {esoures
“with the government being less and with sectors like
administrétion and defence gaining priority,the scope for private
sector should bé further enlarged .The balance of payment
dif}iculty and trade liberalization measures gave a further
impetus to tﬁis policy trend.

1980-84 represénts Indira Gandhi'’s second opportunity to\
establish a viable bourgeosie liberal state both in regard to its
legitimacy and 1its functionality .The adminstrative ineffeciencx
of the Janata regime had voted Indira Gandhi {nto power ({n
1980.With the failﬁre of the Janata expirement the pendulum swung .
in search for 'an even more unitary and centralized government,one
whose only promise was that it would work;which would provide a
firm and wunified administration,a regimg of law,order and
securlty for the citizens.This célled.for a further strengthening
of the regime and a stiffening of laws.Recourse to stronger
measures do not solve problems,becguse>they are not problems of

administrations or of a mere slackening of the law and order

~situation;it 18 a crisis of the basic structure of the soéilal
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form, which p;ts the economy andrthe policy on a path which defy
adhoc, pragmatic,short term solutions and reappear in more intense
-and protracted form.This needles§ to say ,is noi because anybody
willed it so but because the develop;ent strategy that we have
sdopted , given thé siructure of class relations, would of course
be anarchic¢ and unp{anned .Tﬁé solufion to'it is often sought 1In
more authoritarian and centralized governance ,as iﬁ the 1875
less explicity gn‘1977 and once again Iin 1980,which outwelights
the ecoﬁomicv<ga1ns ',leading io a tendency £6 call for

liberlization again.
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‘Staté‘ autonomy' as a concept describes a relationship
the state’s relationship with society - whereby state autorfties
can insulate themselves ffom social demands In general ,but
specifiﬁally from the demands of proéertied classes , and utilize
state power to restruc£ure gsocial relathns and deveiob
productive resources.'within most post -Colonial sdbieties ,given
the distortions in the economy and society following Colonialisnm,
these goals very broadly represent the direction in which an
antonomous™ state would pursue its activities. O0Of course in
coptrast to commﬂnisé states ,state autonomy in class sociefies,
where resources and means of production are very widely privately
held , i always a ‘relative' matter. An autonomous state
contrasts with a non-autonomous one where state actions are
largely controlled by social forces.Pattern of
leadership,ideologQ organisation of  state power,control over
producﬁive forces are some of the varibales that ,affect the
state's capacity to act autonomously. and as these variables are
not given factors in a soclety ,and as they vary in degree and
form,,and as the terms and'aspects of the relationship of the
states are not fixed over time ,and as they vary so does state
autonomy .

There are .three points which define the crucial

siginifibance of a relatively autonomous state is post -
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colonial societies . Two of these can be drawn from quza. Alavig
formulation on post-colonial societies .

"The bourgaois> révolution in the colony,in so far as that
consists of the estaﬁlishment of a bdurgeois state ana the
attendent legél and institutional framework,is an eventv thch
takes place with the imposition of colonial rule by  the
metropolitan bourgeosie... It might be said that the
‘auperstructure’in the colony is ‘over-developed’in relation to
the ‘strucfure’ in the cqlbny ,for 1its basis lies {n the.
metropolitan structure itself,from which it is later separated at
the iime of‘independénce....The post -colonial society. Inherits
that over-developed apparatus of the ‘state and its
institutionalized practices through thch the operations of
indegenous classes are regulated and controlled.i

Much about this formulation illuminates the historical basis
of the situation 1iIin India.In India .,irregpective of the
exigencies of dela&ed induatrialization,the civil society waé

Aalready dominated by a relatively overdeveloped state at the time,
of.indgpendence.Faqed with the refugee problem and other problems
of partition ,the assimlation of princely states ,and a. bdrder
‘war with Pakisgstan, the new government met with heavy demands .And
since the existent bureaucracy was felt to be indispensable {t
wag left largely 1htact_and unchanged from the pre-indeéendence

period .

A second complementary point can also be drawn from Alavi
which asserts the centrality of the state because the state 1is

deeply rooted in the immediate process of production and becomes

7/
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an important part of the economi¢ base - "the apparatus of the

state assumes a new and a felatively autonomous economic role.The
gtate in post - colonial society directly appropriates a ;large
part of the economic surplus and deploys it a bureaucyatically
directed economic activity"? Thgre is little doubt_that over the
last. four decades the state has accumulated vast powers of direc;
ownership and control in the economy, in a mixed -~ -economy
framework ,thé purpose behind which was to promote national
economic develdpmeﬁt and the attainment of socially desirable
goals.

Thére is a third feature ,which has been draQn from
Poulantzasaformuléffon on political power and  social classeé.'He
pdses the question, as rega}ds the manner of functioning of the
state differentiy. Instead of asking who influenées important
deciéiﬁns ~and determines policy which is the most effective
demands group 6¥ what is the social character of the state and
the background of those in the state aPparatuQ . - Poulaﬁtzas
analyzes the structural components of the capitalist state which’
lead it to protect the long term framework of capitalist
" production ,even if this means severe conflict with some segments
of ' the capitalist clas:. He suggests that the infuence which the
capitalists are able to exercise over policy via thei; role in
the political arena is ‘not the important side of the ﬁatter'.
Rather ,the functions which the staﬁe is compelled to perforﬁ by
virtue of the exigencies of the capitaliét system - itself,dictate
that the poliqiés of the stgte will conform to the intersts of
éapital . " With the viablity of the capitalist state and the
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preservation of capitalist relations of production being

.dependent upon a reasonably healthy economy,public officials are

constrained to respond in many ways that fulfil the econopy's
. 6 :
structural requisites™. :

These three aspects  taken together help define the

centrailty of state is post -colonial societies .This
centralify, in tﬁrn ,is sufficient to suggest the importance of
those who staff the state apparatus ,the members of the

bureaucracy .They occupy a sérategic position by virtue of .the
power vested in it to deploy the resources ofrthe atate and to
efféct éolicies? Bu;eaucracies in the third world are so powerful
because of the discfete functions concentrated inside {t and
because they are ,typically ,less accountable and socially more
powerful than bureaucracies elsewhere,

The whole range of power and functions that +the state
assigns Eo itself , developmental , regul;tive s productive ,
entails a relalioship between the political and the economi§
which does not admit of a regularF correspondence . The loglec "
governing the political aﬁd the eéonomic become disjunct such

that it is not possible to reduce the order of events of either

moment into the logical positions of explanandum and explanans.

It is this non;correspondence which makes the state
relatively autonomous. Thus any explanation of the diminishing
autonomy of the Indian state has to go beyond the critefion of

the economic forces becoming increasingly constraining .This is\,
however ,not to deny the fact but simply to assert the need to
present a fuller picture of totality ,which i1s more complex that

what the aforementioned assertion suggests.
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relations between

4

Within the limits imposed by the
structures, the relative autonomy of the state will vary acqording
to particular‘ éonjunctural relations and between the forces
présent ahd the concrete nature of‘its afignmént .However it is
always possible within the fraﬁe work of. a partiéular
periodization ; to establish the direct relation of the state to
the dominant classes political/economic interests,wether . 1t
functions as a féctdr ‘of political organisation of these
classes,or wether it takes direct charges of these 1ntere§ts.

This ‘relativé autonomy’ propo#ition supplements the ~ basic
pr&position regarding class-based public policies,explaining th
the democratic state in a class structured socieiy serves thé
yinterests of the class that caontrols the means of
production.However it is important not to understand it in terms
ﬁf the state acting at the ‘behest of’ or on ‘behalf of' the
dominant propriefary classes. It is cfucial to 'understand the
nature of the state ifself as a capitalist,as the ownér of the
means of production opérating in a society where the logic of it
as an actor and the logic of the ﬁrivate proprietary classes seem
to mesh.There are of course serious constraints posed by the
imperatives of the dominant properietary classes but to focus on
them exclusively_‘is to ignore pattérns of state intervention
which reflect,af time,interests and goals which are purely
political @ and which are not synonymous with interests and goals
of the dominant ciasses; The depth of the contemporary crisis in
India is caused by the inability of thié syaxtem of structure to

provide scope for éxpansion of productive forces developed under

A

.
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its aegis. This appears to have been.rélated to a kind of crisis
.of the ruling coalition. The most effective factor was the
reaching of é natural 1imit in industrializafion and agriculture,
each re-instating the oihef and the simultaneous increased
ambitions of tﬁe' rural rich ‘entrant’ class after the Green
Revolution. From the late sixtie; the group of rich farmers
became more assertive and articulate and.tha configuration in the
coalition had to be re-aligned. Thére was also a simultaneous and
almost resultant rise of peasant oriented regional parties . In
such a‘situétion, of well defined confliicts of social classes.."a
state may find it necessary to maintain a degree of deliberate
-maiiﬁtegration amongst its various policy making arms...Iin many
cases the pursuit of incompatible policies renders all of them
ineffective ,but this strategy prevents any one group from
claiming that the state has come down on fhe side of |its
opponentséé Such was the typical stratégy of Mrs.Gandhi in
handling the conflicting interests of the rural rich and the big
bourgénisie.Economicalfy it tended to make the regime moré
repressive against weaker sections.And responses to these
squeezes were bound to use channels of political agitation,

The elections of 1871 were fought in the background of Bank
hationalizations, abolition of Privy purses,MﬁTP act and related
‘measures which enabled the Congress to claim redical credentials.
However,what is remarkable is not the way Indira Gandhi won her
legitimacy but the way she lost it and the short tenure of this
legitimacy . Within two years Indira G#ndhi’é goveinment was in.

deep trouble facing an unprecedented political and "economlic

crigia.  First *®there was the inherent danger of radicalized
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" distributive expecta£ions .1f electrol promises raise people’s
expectations, this could lead to areal performative paradox; for
even a performance which was roﬁghly equal to earlier periods
would appear poorer because of gerrnment’s own mdve' to set

- S
higher performance criteria".

Secondly, the stagnation in Industry’siﬁce ﬁhe mid sixties,
. catalyzed by the Banglédesh war .andl the petroleum crigla
precipitated into a deep economic crisis. The mixed economy
framework seemed to have reached a limit point. To avoid
stagnation the government had to embark on policies which led to
‘inflation and vice-varsa. The macro pressuras{became difficultvﬁo
handle in a democratic set up. In developing countries the
‘politics of acarcity ' seem to push the government congtantly
close to the edge where they resort through Lentralization,
autoritarian measufes to bring about law aﬁd order, to sustain
inveztment .and therewith economic growth that is so critical to
sustaining the economy. Where macro-discpline is restored to by
militaristic intervention,or by steps short of it, as in
Mrs.Gandhi’s Emefgency phase in India, a concommitant'result may
then well also be a recourse to economic liberalism.

A continuation of.economic expansion within the existing
framework creates inflatioﬁary pressures which affects the middle
classes,professional groups and the slariat adversely. This
creates| problems for the ruling class for this is one segméni
whose electrol support is éruq}al. A discontinuation of economic

expansion, on the other hand, furthur retards the pace of economic

development which‘narrows down employment opportunities'and again
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affects the working class and sections of urban petty bougeolsie
10
adversely.

It i; at this juncture that the mixed economy is ;eplaéed
with the typical alternative of ‘a freer play of market fo?ces’
and simulténeously an appropriate political framework which 1is
more autoritarian and riéid in its disposition.

Emergency must, thus be seen in terms of precipitation of
the structural crisis,as a cfisis of the whole system. And 'thé
policy of liberalization under official patronage should
similarly be séen as a réqunse to this crisis and not in Iterms
of the staté acting on beshalf of the propertied classes.That the
policies served the interesfs of the Indian Capitalistvclass does
not reflect behind;the-scene bourgeois control of power but a
congruence of interests and goals.

However - to regard‘the emergency as directly a resulf of
. structural strains might lead to erronous conélusion ; —for it
would suggest that by the end of emergency the strains had eased
themselves. Structrual tendeﬁclesv are not meant to explaiy
individual events . and tpe gmergency itself had contingen£ causes-
for‘ example the' J.P. movement or Mrs Géndhi;s " personal
unwillingness to gave‘up power related issues. Thaf the «crisis
persisted is clearly revealed in the nature of Janata politics.
Degpite the variance in the social background of the members of
the ruling coalition and despite the adoptioﬁ of radical‘pdstures 
which promised redistribution of wealth and opportunities, the
long term structural inelasticities dreQ-thé limits within which

_the Janatas regime had to operate. Théy could not depart from the

congress structure of policies or its mode of functioning . "The

104



state necessarily serves capitaligt interests because it is
solidly embedded, structure and functionaily, within the
capitalist relations of production, no matter what the soctal

11 '

character of its personnel".

: \
It was the Janata defeat in 1979 and the re-emergence of

Mrs.Gandhi which explicity demonstrated the fact.that the Optioné
of bourgeois poliiics in India were exhaustgd betwen the two
. packages offered by the Janata and the Congress.Mrs.Gandhi was
re-elected to power with a massive majority of seats in parliament,
in all but four ofthe State assemblies.lronically,hdwever,electoral
results weere no ‘longer.reliable indicators of real historical
trends or configuration of political forces.The size of majorities
'bécame lafger - ag-reflected both by the 1871 cdngress and the the
1977 Janata majority. However that as an indicator of the power to
administer effectively or as an indicator of the degree of
legitiﬁacy vested:in the Governments became more tenuous and less
reliable. Arguments for a political order’s claim to be
recognized as fair and just became weaker. Consequently the
governmental'procesg became subject to pressures #nd interest;
which transcended the mandate. Legitimation losses were incurred
on account of failure to_perfofm in the economic sector, on the
mishandling of regional preséures,as in Punjab and Agsam,in the
unwillingness to translate the issues of distributive justice,
into effective public policies. While in all three electrons
during the 70s, one or the other pol#tical parties received

massive majorities, none sﬁcceeded is restoring legitimacy to the

political authorities. -
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In such a  situation  the .ruling elite realizes that the
economic and social pfoblems cannot be sleed withou@ end;ngering
their own poéition. Yet the‘ very neglect of these problems and
issues lays bare the face of socio economic grdups which wield
power,and the very fact that they can no longer conceal the nature
of class-based public policy results in legitimation losses.The
crisis lies precisely in the presence of such_contradictory pulls
within the systems.

.In such a situation one wéy of dealiﬁg with. popular
discontent and mass preﬁsures is to treat the problem,not in
terms of éidiﬁg the process of social restructuring,but as . an
administrative probléms - és a problems of tightening up of the
law and orders situations, of hounting rescue 6perations ﬁhrough
‘liberatizations,securing foreign investment, and {nternational
loans.“Recourge to s%rohger measures do not soive the problem
because they are not problems Qf administrations, but of
gtructural tendencies of tﬁé social form. Usually, therefore, the
political <costs of strong government outweligh thé economic galns-
leading to a tendency to call for likeralizatioh again.iz

The prgsence of these contradictory trends within the fndian‘
system has to be seen as elemenfs whiéh were, in more simplified
versions, a part of our colonial légacy but which we¥e not
reworked in the earlier phase of post independence. The newly won
energies were used primarily on settling politicé} conflictg,
consolidating rule and for short-term .electrol considerations.
These trends in the long‘ run got re-inforced, became more
inelastic and mqrevlimiting. Coalitions which were earlier noat
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re-defined for electoral gains and factional stability, in the

post 70s became conditions which began to draw limits to the

antonomy of the staté.

The Indian state has not been ab)é to direct .any
ré-distributive reforms nor has it been able to reconclle growth
with distribution. As a consequence of this political
incapacity, the accent in the post '75 period esgpeclially, ‘has
been on economic growth Without.redistributive objectives.

Some trends have become ‘clearer. The economy is on a
capitalisf'footing more than ever.The Indian political economy is
léharacterized by a state-supported capitalist economy wheré the

-

political awuthorities have entered in to a ‘grow(h- oriented
alliance,lzith the forces of private enterprise. Here the logic
of the state% the indian capitalist class seems to mesh, without
one con&itioning the other. Thus though specific measures of the
policy of ‘liberalization:’ pursued by the governments,may have
been lobbied for or may have been a result of pressure: from this
class, ‘Liberalization’ itéelf as a policy is an outcome of
politically defined goals and decisions.Given the fragmented{
class stf;cture in India, where no singlé class is capable of
imposing a  hegemonic rule, the sgate remains retatively
autonomous of the:lndian capitalist class. "It takes charge as it
were, of the bourgeois political. interests and realizes the
functions of policical hegemony which the boﬁrgeiosie is unable
to achieve.BQt in ordér to do this,the capitalist class assumes a
relative automony with regard to the bburge\?isie"f4 However it

i3 the overall structure of classg relations, 'the asymmetries of

backward capitalism which make it diffibult for the state to
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generate sufficient degree of autonomy to off set the crisis and

to take the economy to a higher level of equilibrium
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sec 111, ch.3

Ibid ,pp.285,286

Eric A'Nordlinger.‘On the antonomy of the democratic state,
1981, p. 120

Poulantzas cites the case of the state bourgeiosie is

certain developing countries."The bureaucracy may, through

the State establish a specific place for itself in the

existing relations of production.But in that case it does not
constitute a class by virtue of being the bureaucracy, but by
virtue of being an effective class." op.cit, p.334. -

‘Peter Hall (198B1), ‘'State in Post - colonial Society',as quoted.

in David Held (ed).'States & Societies,’ 1983, p.490
S.Kaviraj, ‘Indira Gandhi & Indian Politics,’op.cit p 1702

Thesis put forward by Rao & Patnaik ,dealt in detail in
chapter two of this dissertation.

Nordlinger, op.cit, p.120.

§ Kaviraj, ‘Economic development & political system,’ Op.cit
p.27 ' '

phrase used by Atul Kohli, Op.Cit, p 79.

Poulantzas, Op.Cit, pp.284,285
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- - - - - - D - S m e e W e
- . - - — " - - - - - = e = A - - -—-—

Business 1972 - 1975 1977 1883 - % increase

House (1) (2) (3) YY) between
: 1972-83

i. Birla . s89- 905 1070 2381 273

2. Tata : 642 924 1069, 2672 257

3. Mafatlal 184 244 286 695 278

4. J.K.Singhania 121 210 264 674 457

5. Thapar 136 198 216 572 ' 320

6. ICI 135 171 . 210 375 178

7. Bangur 126 159 188 350 178

8. Larsen & Tubro 79 138 . 190 424 . 436

9. Shri Ram 127 166 180 357 181

10.Reliance - v - - 563 -

T em e en = e e e e am wm ae e - . - - - - -
T T T e e e o o - e W e e e e wm e am o — ——

Source - Column (1), (2),(3) - Department of Company affairs
Column (4) - The Economic Times,May 9,1985
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Table 2

Structure of Industries in terms of ownership & organisation

- s o - e wm e e e S e e L = o o e - e - - - TR WP Mm e e M G e W e e e e e S 4 WP we W 4P W B e G e W e wm W T e e e W

% age of total % age in total % age in
Employment productive - Total value
.capital added
1. Public Sector 26.7 62.1 29.5
2. Joint Sector 5.1 5.8 5.8
3. Private Sector 68.2 32.1 64.6

T e T o e oo o o o ™ G @ L o T P W YR G e N e G R S R WS e e e S e T Ve e R e e e e e A G G e e e o W e e e e e e

. Source - Pranab Bardhan, ‘Political Economy of Development in
India’,p.102 . .
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Table 3

Nature of linkages in the Corporate Sector .
Group (all non govt. No. Assets Paid up capital
Cos.) ’ (Rs crores) (Rs crores)

- - . e o e e o o o - - S W - R W M G W e S e R e WS e Me Wr G WS Wm W Em W oew e

1. Pvt.Lid. Cbmpanies with
atleast Rs 50 lakhs Paid
up capital ' 43 200.88 42,086

2. of which (i) Subsidiaries

of foreign cos- 15 119.35 18.79
3. (ii) Indian owned
cos. 28 81,58 23.27
4, of which (a) Cos. within ‘ :
73 ILPIC group 13 45.17 11.28
5. (b) Cos.sharing
‘director with
quoted PLCs 7 25.32 5.50
6. (c) Cos.apparently
independent of
quoted PLCs 8 11.04 ‘ 6.50
7. all cos.with atleast 50 _
lakhs paid up capital - 610 6271.20 1019.87
8. Row 6 as 'a % of Row 7 1.3 0.18 0.64

T e aw v e - - —— - = - . - - -
TR TR SN ek n e v T e e e e e S S e o T e = o v o ae s Gm - ar wr — — e ee ee m—

Source - from Company News and Notes,Vol-17 (1867) p.9160-9170
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Index No. of NNP and Annual Growth.rates of Industrial
Production

(Base : 1960 = 100) //

o - = - = - . e - e W e W e Ee e e

Year NNP at : All industries
1860-61 prices '
""""""""" weight . . 100.00
1961 100 9.1
1962 103. 4 9.7
1963 ' 105.6 , 8.3
1964 Cot1.7 | 8.6
1965 119.7 ‘ 9.2
1966 113.7 - 0.7
1967 114.7 ) 0.9
1968 ’ 125.3 6.4
1969 128.3 _ 7.1
1970 135, 1 ’ | 4.8

Source - GOI,Economic Survey, 1971-72,pp 75,
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- -

- . R e e WP R e D Ve e s e e WP e e N e e WY G W e e e T e
- e e e eh Gm E - - - S R e e e e o A T T AR e A mh e e M T e e e T e e e e M G . R e e G WY SR e e e s e e e e e e e e

1. Import replenishment
licenses for exports

as a % age of the value
of total exports 6.9 13.7 21.2 23.5

2. Import replenishment
licenses for exports
as a % age of the value
exports eligible for
such licenses 10.4

TS MR Mm e ek G o e dm e e e P e TS G G e G N D D S P D WS e = e e - - — . W T - - e e wm - - e en Ee G W ae W

Source - Deepak Nayyar, ‘India’s export performance 1870-85',
in Lucas and Papanek (1988) p.255
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Journals Referred

- Economic and Political Weakly (EPW)
- - Far Eastern Economic Review (FER)
- Economic Times

- New Left Review - (NLR)
- Monthly Review
.- Social Scientist

- Asian Sqrvex

- _Seminar .

Abbreviations Used

MRTP Act

- Monopolies and Réstrictive Trade Practices Act.
"FERA - Foreign Exchange Regulation Act.
NAS - NeQ‘Agrarién Strategy
MNCs - ) Multinational Corporations
LBHs - lLarge Business Héuses
IMF - ~International Monetary Fund
RBI - Reserve Bank Of India

GOl - Government of India.
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