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1
India globalised, Bharat cauterised

“ Globalisation is really the best way to lift millions of people out of
poverty becauseitincreasestrade; itincreasesjob creation. It'sa positive
force.”

— Nandan Nilekani, CEO Infosysin an interview with the San Francisco
Chronicle, July4,2004

“ Globalisation creates growth by destruction of the environment and
of local livelihoods. It therefore creates povertyinstead of removingit. The
new globalisation policies have accel erated and expanded environmental
destruction and displaced millions of people from their homes and their
sustenancebase.”

— Vandana Shiva, scientist and environmental expert in Resurgence,
June1997

It has become a cliché to say that there are two countries, India
and Bharat. And yet, it is a truth whose full significance is being
experienced and digested only as the multifarious processes of a
globalised capitalist economy unfold in thetwo countries. Thetwo
countriesbreathedifferently, inhaling quitedistinct vapours, living
off markedly different diets, wearing clothes of different materials,
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moving in different modes of transport which are each heading for
different destinations, and so on. The cleavage between the two
continuesto grow witheach passingyear of rapid growth.

And yet the two countries are joined at the hip, like Siamese
twins, oneoverfed (“mall-nourished” ?) invirtually the samedegree
to which the other is malnourished. The overfed one cannot last a
day without the labours of the malnourished one. In turn, the
mal nourished one waits each day in anguish to feed off the crumbs
spared by the overfed one. And the twins are placed together with
breathing masks in an incubator called ‘globalisation’, which in
turn needs the twins in different ways to maintain its own
temperature. In fact, as we will see, it needs many such twins
elsewhereontheplanet, incubatedin similar fashion.

Thisishow our predicament can besummed uptoday.

For over four decades, Indiafollowed a set of policiesinspired
by the Soviet economic model. The Soviet Union, just so memory
does not deceive us, recorded historically unprecedented rates of
economic growth during the 1930s and 1940s, using a model of
socialist planning. Nehruand hisplannerstook inspirationfromthis
success to design a policy framework suited to a democratic,
multicultural society like India. Massive public investments were
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made in heavy industry, energy, transport, irrigation and other
infrastructure to set the ball rolling for economic growth and
devel opment to happen.

After four decades there were notable successes — most
crucially the fact that the country became self-sufficient in
foodgrain by the early-1980s and created the foundations for
industrial growth. However, the neta-babu class held the reins of
economic growth through the licence-permit raj. There was
frustration for Indian businesses, made vocal by the time Rajiv
Gandhi became prime minister in 1984, promising to “take India
intothe21st century”.

In the summer of 1991 India suffered a severe crisis in its
external accounts, having only enoughforeignexchangeto pay for a
few weeks of critical imports. The policymaking elite took the
opportunity to change courseradically, accepted abigloanfromthe
International Monetary Fund (IMF) in Washington, threw out both
the good and (only some of ) the bad features of the erstwhile policy
framework, and launched a whole new set of measures across the
board to guide the destiny of the Indian economy into uncharted
waters. International trade was liberalised, many industries and
services were privatised, fiscal and monetary policies were made
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more deflationary and restrictive, in linewith the IMF prescription
of a ‘free-market economy’ left to its own devices by a non-
interfering government. This has been the biggest shift of policy in
Indiasincelndependencein1947.

If the Indian policymaking elite felt after 1991 that the best
chance of lifting millions out of poverty was to hitch the Indian
economy hook, line and sinker to the ship of global capitalism, it
becomes crucial for us to examine whether the goals of global
capitalism (which includes Indian big business) are compatible
with the objective of ending poverty, malnourishment and hunger,
and of usheringineconomicdevel opment.

If we are to make any sense of the increasingly chaotic world
around us, it isimportant to understand who and what globalisation
was meant for. It is vital to note, in particular, that regardless of
official rhetoric, it was not conceived for the poor of the world. In
actual fact, it was launched in order to consolidate and expand the
global capitalist system.
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2
(An)globalisation: The last hurrah of capitalism?

Let usfirst clarify what globalisation is not. There are many who
liketo argue with the hindsight of experiencethat thereisnothing new
about the globalisation happening now, especialy in India, whose
culture and civilisation since ancient times have been shaped by a
myriad international influencesandinvasions. Indiahas, inturn, beena
great influence on others: during the course of history it has affected
the cultures of China, Japan, South East Asia, thelslamicworld, Africa
and Europe. From Buddhism and philosophy to the fundamentals of
arithmetic and agebra, India can take legitimate credit for its
contributionsto human culture.

Such aview isprofoundly mistaken, not because | ndiahas not been
a crossroads for human cultures. It has certainly been that and more.
What is dangerously wrong about such a view is that it fails to
understand the unique nature and significance of the profound
economic, ecological, military, ideological and ultimately political
and cultural changes that the recent — corporate — incarnation of
globalisation has let loose, not merely on the subcontinent since its
hurried, unplanned inception in 1991, but on the planet as a whole,
putting in seriousdoubt theviability of human civilisationitself.
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For our purposes hereit isimportant to understand the character of
recent globalisation as an economic and financial phenomenon
originating in the West, embraced by the Indian ruling elites, and with
far-reaching consequences for Indian society as much as for those
elsewhere. Theimportance of financial globalisationisusually missed
by people who focus too much on the globalisation of culture. Today,
the volume of international financial flows is of much greater
magnitude than the volume of international trade and global GDP
itself.

Globalisation cannot be understood without keeping in focus the
fact that the impetusfor it has come from the Anglo-American world.
During what is known to economists as ‘the first wave of
globalisation’ (1870-1914), led by the British Empire, virtualy the
whole world was inducted into extensive international trading
relationships. The First World War put an abrupt end to that.
Importantly, finance was not a devel oped segment of the economy. So
globalisation was restricted largely (though not exclusively) to trade
and (some) direct (physical) investment by Britain and other European
powers. We may note in passing that the international labour market
wasfar freer thenthanit istoday, withimmigrationto the USIoosened
by the requirements of the [abour market. At that time, many countries
did not even require passport checks and visas at their entry points.
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Reckoned in terms of human mobility, the world was much more free
thanitistoday.

Importantly, even in the West a quarter of acentury ago (1980), no
one had heard of globalisation. When thiswriter grew upinnorth India
in the 1970s and 1980s, the word was certainly unheard of. The term
cameinto useintheWest very slowly during the 1980sand truly gained
importance only in the 1990s after the fall of the Berlin Wall.
Capitalism was declared to have been the winner of the Cold War over
communism with which it was believed by many to have been in
competition for three-quarters of a century. Now it was sold by the
great powers — and Indiawas not one of them — to the world as the
superior economic system, by sheer virtue of having outliveditsrival.
And by thesametoken, thewholeworldwasasked to adopt it.

It was the United States, under George Bush Sr, that imposed
globalisation upon the world — as part of “the new world order”
after the First Gulf War in 1991. This was necessitated by the
requirements of further growth for American capitalism, in particular
of its transnational corporations (henceforth, TNCs). Thisis afact of
extreme importance, with profound consequences for the future of
theworld, other than hel ping us understand somewhat accurately what
isgoing ontoday.
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Globalisation hasfar lessto do with free trade (which rarely exists
in practice, never mind the nomenclature) than with the extension and
consolidation of markets within the broad canvas of the American
empire — whatever the cost to the world and to ordinary Americans
may be. It would not have happened without corporations. So, even
using the term corporate globalisation is actually unnecessary.
Globalisation throughout the modern era — whether you consider
what economists call the first period of globalisation (1870-1914) or
the present one (since the early-1980s) — has been led and sponsored
by the ruling imperial power (Britain in the 19th century, the US

today).

Neither the cotton farmersof Maharashtra, nor thefishermen of the
Philippines or the Malabar coast, or for that matter any social group
from a labouring class anywhere were consulted before policies of
globalisation were imposed on their lives and livelihoods. They were
not asking to be globalised. The corporations wished to have
unrestricted access— to markets, natural resources, cheap labour and
investment opportunities.

As we shall see, capitalism can only survive by expanding, by
running harder and harder to stay in the same place. Expansion
presumes many, many things, but above all it requires natura
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resources, human labour, markets for final products, outlets for
investment (in both physical and financial capital) and growing
command of productive assets (for instance, enterprises hithertoin the
public sector).

By the 1980s, after two centuries of growth in the Western world,
capitalism encountered saturated marketsin Europe, the US and Japan.
The 1970s had been a troubled decade for the capitalist system, as it
struggled with oil crisesand stagflation. The Bretton Woods system —
which was the cornerstone of international finance — broke down in
1971 when the US refused to convert dollars held by foreigners into
gold. (From then on, the dollar became the default reserve currency of
theworld.)

There were two great oil price hikes — in 1973 and 1979 —
whereby the OPEC cartel was practically able to hold Western
economies to ransom. 1979-82 was the deepest recession in the West
since the 1930s. The 1980s were a period of recovery from the deep
recession, until the savings and loans crisisin the US precipitated the
1990recession.

When Soviet communism endedin 1989, TNCsbegan looking first
towards Russia, Eastern Europe and South East Asia. L ater, they began
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looking towards Chinaand Indiafor further expansion, after the 1997
financial crisisin South East Asiaand the 1998 crisisin Russiadashed
many hopesand destroyed much wealth. China, to be sure, had already
begun to attract investments from TNCs after its reforms, by the mid-
1980s. Inthe 1990s, the enormous populations, first of China, and later
of India, began to be held up in Western corporate boardrooms as the
“marketsof thefuture”.

IMF and World Bank economists popularised the use of the
expression ‘emerging markets' to denote those parts of the world
which were potentially good spots for investment and which were
increasingly being drawn into the sphere of Western capital. Large
middle- and low-income countries — Brazil, Russia, India, Mexico,
China (BRIMC) — were classified as‘ emerging markets'. (East and
South East Asia had aready ‘emerged’ — and crashed in 1997.) One
feature of these markets that was deemed uniquely different from the
‘devel oped markets’ of theWesternworld and Japan wasthe enormous
significanceof politicsin shaping theclimatefor foreigninvestment.

Thus, globalisation refers to the growing integration of markets
(not necessarily ‘free’) in different parts of theworld. It also meansthe
establishment of international production and supply chainsacrossthe
globe. A product today involvesinputs and processes that span oceans
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and continents. Rubber could be collected in Malaysia, processed in
Thailand, treated in China, vulcanised in South Korea and made into
cartyresinCalifornia

However, theeconomicintegration of the globe has proceeded most
rapidly in financial markets. Production, trade and direct investment
have been slower to get ‘globalised’, for obvious reasons: money can
be transferred at the click of a mouse. Goods and machinery take the
long route by sea. Thefact that financeis so mobiletoday iscrucial for
the stability of the global capitalist system, making it immensely more
vulnerable to breakdowns. Even a casual look at the business pages
today suggests that seasoned observers and financia regulators
(including those at the IMF) are deeply anxious about the
astronomically large, growing and increasingly autonomous,
deregulated global financial markets — typified by the hedge fund
phenomenon since the beginning of the century. More and more
publicly quoted companies are selling out to private equity, making
supervision more difficult. Gambling over everything — from
currencies, companies and real estate, to natural disasters and pension
funds — has become the norm in global financial markets, turning
capitalism into what traditional economic wisdom used to fear: a
casino. It also means that funds for investment in physical capital are
less readily available, since the returns are low and slow by
comparison.

11 GLOBALISED WORLD



3
How does capitalism work?

Six Psare key to the understanding of capitalism: power, property,
production, prices, profitsand progress. L et’stake each of theminturn.

Every economic system known to humanity hasits foundationsin
political power. By power one means command of men and materials
(natural resources, physical and financial capital and humanity’s
labour-power), not merely the holding of public office and the
legitimacy that they confer on certain institutions and forms of
economic activity. A corporate bossneedsto have managerial authority
over hissher employees and is normally only accountable upwards to
his/her boss, who is a more senior manager or even the CEO of the
corporation. There is a system of ‘managerial hierarchies' by which
corporate establishments are run. In addition to the control of people's
labour, a corporation has to have control over technology, natura
resources and inputs required for production processes. An aluminium
plant needs to have access to bauxite mines, and so on. All this
presumes power.

Capitalism is also premised on exclusive private property in the
means of production. Private property is very different from personal
property. If | buy acar and use it for my own ends, it is my personal
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property. If | hire adriver to run the vehicle as ataxi, the same object
becomesmy private property. Why? Because | now useit to command
thelabour of another individual and make a profit from the enterprise.
Why should hework for me? Because he does not have property of his
own! Thisiscrucial totheworkingsof capitalism: there must be people
without property whoselabour can be counted upon. How hasthisbeen
“England is not a free people, till the poor that have no land,

have a free allowance to dig and labour the commons...”
Gerrard Winstanley, 1649

Source: http://tash.gn.apc.org/dig_attack.gif
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ensuredinthepast?Usually by force, even conquest.

If I want your land for purposes of profit-making production, if |
want you to work for me, and to buy the products that my company
produces and sells, all | need to do is make sure that you are
dispossessed of any resources — especially land — which can allow
you to subsist onyour own. Reality isof course more complex but this,
in a nutshell, has been the history of the origins of capitalism in
Western Europe. The Enclosure movement in Britain in the 16th and
17th centuries dispossessed peasants of their direct accessto land and
resourcesby force. It wasdenounced by the Church. Lawswere passed
toresistit. But ultimately the power of rising capitalist elitesprevailed.

Similar processes of land and resource acquisition can be observed
in the histories of the colonies. Asia (not least India), Africa, Latin
America, Australia, North Americawere all brought into the sphere of
European capitalist control between the 15th and 19th centuries.
Though there is some debate on the matter, most economic historians
areof theview that colonialism played the pivotal rolein theeconomic
growth and prosperity of the Western world. The colonies supplied
cheap (often dave) labour, land, natural resources and ultimately
markets for the sale of European products. There was no free trade!
They adso became, in various degrees, outlets for investment by
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European capitalists. All thiswas made possible by successful military
campaigns and colonial wars over aperiod of centuries. Almost all the
major European powers — Spain, Portugal, Netherlands, Britain,
France, Italy, Germany, Belgium and Denmark — established trading
empiresoversesas.

All the discussion about globalisation, ‘ freetrade’ and suchlikethat
wehear nowadays presumesall of theabove. Only then canwebeginto
speak about production, prices, profits and progress. So the equations
of power and private property that cometo prevail after dispossession,
conquest and colonisation, are settled before the debates of modern
economics — about how much play must be given to the market and
where the government must intervene — begin. Economists, it has
been noted by many an observer, only deal with solved political
problems. In contemporary language, we often hear policymakers and
advisors — in India right now, for instance — speaking of “the
climate for investment”: favourable political stability is essential
for capitalist growth.

It is crucial to understand this because the institutionalised
injustices of such asystem are the root cause both of the dynamism of
capitalist economies and of the inequalities and poverty they routinely
generate. Rudely unequal, even perverse, outcomes are built into the
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very warp and weft of the economic system as it is set up. The real
competition in the world is over power, to which — unlike to material
human needs—thereisvirtually nolimit. Such hasbeen theintensity of
the competition for power in the past that virtually every major war of
the 20th century in which the West has been engaged — beginning with
the First World War — can be ultimately traced to European/American
inter-capitalist rivary inthequest for territory, resources, human labour
and markets. Accumulated capital itself — money in everyday
language — is the lubricant that runs the whole system: whoever has
moreof it hasmorepower.

Markets run on the established political plinth outlined above.
Normally, as can be imagined from the facts recounted above, thereis
never a‘level playing field'. The economic world isnot flat: it istilted
and uneven at itsvery foundations. Little wonder that we see around us
theinequalitieswedo. If property isso unevenly distributed to start with
— s0 much so that most have none of it — how can socio-economic
inequalitiesnot comeabout?

Adam Smith wasthefirst to recognise that in order to make money
you aready have to have some. We notice this Catch-22 in so many
situations around us. To take out aloan for anything, you need to offer
some collateral: one among many reasons why the poor stay poor. The
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argument is often heard nowadays — in relation to exploitative and
cruel labour practices in poor parts of the world — that at least such
people, whether they arein India, Chinaor Indonesia, have jobs. The
alternative — starvation — is much worse. Well, for this to have
become the aternative, a prior process of dispossession has usually
occurred: remembered by history, forgotten conveniently by today’s
policymakersand themedia. Why must peopl e haveto choose between
two evils? What forces have structured the economic systemin such a
way? What positive alternatives might there be? Such questions are
rarely asked, et aloneanswered.

L et usnow move to the other Ps of capitalist societies: production,
prices, profits and progress. It will remain important to keep firmly at
the back of our mindsthe competition for power intheworld. (Wewill
see how it explains in the end why no absolute amount of money
satisfies so many people nowadays.) The dreams of capitalists find
their inspiration there. The more production the better, though not in
any simple way. Sometimes, for instance, monopolists restrict output
deliberately in order to keep prices and profits high. In a competitive
market, thegoal istoincrease salesand market share. M onopoly power
would beideal, though in aworld with several competent competitors
oligopolistic power is the realisable, though naturally shifting, goal.
Thefurther goal is, of course, profits.
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This is important if one is to understand the scale of corporate
priorities. Corporations do not primarily exist to employ labour. If
labour is profitable to employ, it will be hired. If not, it will befired or
neglected. Asamatter of fact, modern corporations do not liketo have
a stable workforce, preferring to sub-contract or outsource as and
when necessary. Asmany as 3 million jobswere lost in the US during
the first two years of the Bush presidency. A leading corporate
intellectual Gurcharan Das recently quoted Nobel laureate Milton
Friedman with some admiration: “ The social responsibility of business
isto makeaprofit.” (TheTimesof India, December 16, 2006)

However, profits are wanted not merely to enrich oneself and live
well. The smart capitalist managers are the ones who save and invest
the profits rather than distributing them as dividends to shareholders
every timethereisawindfall.

Saved profits are re-invested in order to expand the business.
Investment is key to growth. And growth is desired for the reasons of
economic expansion and power outlined above. But these are not the
only reasons. Even a good-natured capitalist, not particularly greedy
for wealth and power, is compelled to invest in a capitalist world. He
usually has no option in adynamic economy. Why? Because growth is
a survival imperative in a competitive world. The company will lose
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market share in an expanding market unless it invests and grows.
Hencethe constant pushto create and exploit opportunities. Thereisno
standstill possiblewhen thereisarelentless 24/7 racefor dominancein
the field of power. And in the end, power in a capitalist society is not
achievable without growing wealth. Thisisone of the explanationsfor
failed and risky ventures. energetic capitaists are aways on the
lookout for pre-emptive, competitive investments. Mistakes and
miscalculations are inevitable at times. When many such failures
convergeintime, boomsturnto busts.

It may be noted here in passing that — short of deliberate
distributional interventions by the State through such means as direct
taxation of the rich — all the promises of the trickle-down benefits of
economic growth rest on its capacity to generate employment.
However, the recent experience with automation and jobless growth
suggests that output and growth can be raised nowadays without
creating too many new opportunities for labour. A labour-rich country
like Indiais caught in the paradox of modern economic growth, which
generates wealth without creating much employment. In one extreme
examplein Maharashtra, oneworker wasobserved to bein charge of 27
machines!

If corporations are allowed the freedom to grow unimpeded, we are

19 GLOBALISED WORLD



given to believe, they will in the long run create opportunities and
employment which will drive down poverty. But lifeisaseriesof short
runs and, as the great economist Keynes once observed, “in the long
run we are al dead”. In the short run technological improvements
under capitalism inevitably cut jobs, as do ‘ corporate restructuring’ to
create more ' lean and mean’ outfits. Moreover, corporate prioritiesare
actually remarkably different from those of a nation. In a globalised
world, they areinterested in maximising their sales, profitsand growth
globally, not nationally. Even if this has a positive effect on the
country’s GNP (assuming that Indian passport-holders, and not merely
people of Indian origin, gain from the economic success) it leaves the
GDP(of much greater significanceto theresidentsof the country) quite
unaffected.

Capitalist societiesinevitably associate progresswith technol ogical
improvement sinceits consequencesfor greater efficiency (more‘lean
and mean’ companies), cutting costs, winning over the competitionand
expanding profits and growth are quite dramatic. Companies invest
heavily in research and development for this reason. And if they can
‘sponge off’ State expenditures on R& D, as has happened in so many
cases, especialy intheUS, all the better from the point of view of costs
and reduction of risk.
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Anything that stands in the way of profits, investment and growth
— the rights and wages of labour, environmental standards, taxes,
human rights of communities whose survival resources are often
appropriated — is thus naturally seen as an obstacle to progress. Any
serious conception of substantive democracy (for instance, one that
involvesworker participation in decisi on-making within the company,
or the entitlement of affected communities to defend their right to
livelihood and way of life) thus naturally standsin theway of capitalist
progress.

Where do prices come in? We notice them everywhere there are
markets, as the most obvious phenomenon of economic life. They
determine the relative value of thingsin terms of money. How are the
values determined? This is where economists of different political
persuasions have violent disagreements. According to mainstream
economists, they are determined by ‘theinvisible hand’ of competitive
market forces. The assumption isthat there are far too many producers
in most markets for any single producer to make any difference to
prices. The phenomenon can best be observed at a smoothly
functioning stock market, or even a weekend farmers market. If
anyone sells a product above its free market price, s’he will lose
customers.
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This view is disputed by other economists who argue that the real
world of industry ismore oligopolistic (afew sellers, and often only a
monopolist) than the models of economists assume. Instead of
competitive prices — assuming normal profits — many corporations
do ‘mark-up pricing’ and continue to make supernormal profits which
do not get competed away even over the long run. Additionaly, as
firmsgrow large, they are better ableto exploit the advantages of large-
scale production and purchase of inputs. In other words, we see one of
the forms in which market failure happens: the exercise of market
power. A good example is Microsoft: it has been the market leader in
computer software almost since its inception. Thanks to its initial
technological advantages and early gainsit has often been able to buy
out potential competitors before they could become a serious threat to
its market position. Some are even of the view that technologically
superior products — such as operating systems created by Apple
Computers— havenot seenthelight of day asaresult.

Itiseasy to missall thisif onejust takesa‘what meetstheeye' view
of the marketplace. Thetruth isthat in the sort of world we have come
to livein, it is actually ‘the invisible hand’ of corporations (many of
which are larger in economic terms than entire countries in the rich
world!) which sets prices and makes the movements behind what are
called ‘free’ markets. In most key areas of production, a handful of
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corporations control the global market. And when mergers and
acquisitions happen, market power isfurther concentrated. According
to an AP report, acquisitions made worldwide set a new record of
amost $ 3.5 trillion in 2006. 2006 has seen eight of the 10 biggest
company mergers in history. (http://www.ibtimes.com/articles
/20061122/acquisitions.htm)

How is it then that we hear so much about competition lowering
pricesfor consumers? The answer isthat thereis competition. But it is
very far from perfect, unlike what the models of mainstream
economists assume. It is oligopolistic in various degrees. Oligopolies
often collude with each other, quietly or otherwise, to control prices.
Thereiswhat iscalled* anti-trust’ legislationto prevent and control itin
rich countries. (It doesn't always work.) But there is no anti-trust
legidation (similar to the WTO, for instance) operating at the
international level. According to ActionAid, six multinational
corporations (MNCs) — Archer Daniel Midlands, Conagra,
Monsanto, Cargill, Nestle and Atria (formerly Philip Morris) —
control 90% of the world grain trade. (http://mmw.global policy.org/
socecon/tncs/2005/01power hungry.pdf)

Almost all economists agree that market power is a serious case of
market failure. Yet, most mainstream economists blithely advocate
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free trade and the lifting of public controls, knowing well in advance
that the playing field is utterly uneven and will necessarily generate
hugeinequalities.

Perhaps a quotation from Adam Smith, the great-grandfather of
economics, will clarify the dangers of an oligopolised global
marketplace. In 1776, hewrotein The Wealth of Nations:

“People of the same trade seldom meet together, even for
merriment and diversion, but the conversation ends in a conspiracy
against the public, or in some contrivance to raise prices. It is
impossible indeed to prevent such meetings by any law which either
could beexecuted, or would beconsistent with liberty andjustice.”

GLOBALISED WORLD 24



What does ‘going global’ mean to an Indian company?

It'sfar easier to be aglobal player today than to be a patriotic one. It is
one thing for some Indian companies and big businesses to be successful
global players. Another thing for the Indian economy to benefit from that.
The name of Lakshmi Mittal tops the list of Indian billionaires quoted
widely. He is the owner of the largest steelmaking company in the world.
But despite being of Indian origin, hiscontribution to the Indian economy is
negligible, since most of his operations are in other countries, like
Kazakhstan or the EU.

“What a difference a year makes,” says an article in The Economist
Global Agenda titled ‘A Growing Indian Empire’, October 20, 2006. “ In
2005 Tata Seel, India’s largest private-sector steelmaker, was an industry
minnow ranked as only the 56th largest steelmaker in the world, by
production. It was a likely meal for bigger fish to swallow. Now, after
striking a $ 8 billion agreement to take over Corus, a much larger Anglo-
Dutchrival, it is poised to become the sixth largest such firmon the planet,
with a likely annual output (judging by last year’s performance) of some
22.6 milliontonnes.

“...Mittal Seeel (a Europe-based firmrun by an Indian tycoon, Lakshmi
Mittal) has devoured Arcelor, a Luxembourg-based steelmaker, for $ 32.2
billion, and is easily the world's biggest steelmaker. Consolidation in the
steel industry seemsto be the result of firms seeking moreleverage over the
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few global suppliers of the raw materials (iron ore and coking coal) for
making themetal .

“The expansion of Tata is also a reflection of a rapid growth in
confidence among Indian firms. This deal is by far the largest foreign
purchase ever made by an Indian company. Corporate India has matured
dramatically since 1991, when reforms cut away bureaucratic controls and
encouraged the creation of a more competitivemarketplace. ..

“Indian companies are in an expansive, acquisitive mood. So far this
year Indian firms have announced 131 foreign acquisitions, with a total
value of $ 18.7 hillion, a huge increase on previous years, and much more
thanforeign firmshaveinvestedin Indian purchases.

“ The shopping spree spans industries frominfor mation technology (IT)
and outsourcing to liquor. Wipro, for example, one of the country’s big three
I'T firms, hasthisyear acquired technology companiesin Portugal, Finland
and California. In pharmaceuticals Ranbaxy, an Indian maker of generic
drugs, bought Ethimed of Belgiumand Mundogen, the Spanish genericsarm
of GlaxoSmithKline.

“Behind this push overseas lies a combination of forces: a domestic
boom; the availability of credit; a rush to achieve global scale; and a new
self-confidence about Indian business' ability to add managerial value.
India’s economy isin its fourth successive year of growth at around 8%. In
the first two quarters of this year GDP grew at rates of 9.3% and 8.9%
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respectively over the sameperiodsin 2005.

“What is noteworthy about many of the firms is that the root of their
success is not India’s obvious competitive advantage: its vast, low-cost
labour force. Inthe I T and outsourcing industries, lower salariesfor college
graduatesare animportant reason behind Indian firms' rapid growth. But in
manufacturing the stars tend to be experts in automated, capital-intensive
production. Bosses who have flourished in such businessesin India, with its
poor infrastructure and still-daunting regulatory environment,
understandably feel confident that they have lessons to teach their new
purchasesin other countries.”

So Indian big business is creating jobs in Britain and the US, even in
China. This, however, doesnot mean that they arecreatingjobsand wealthin
Indiafor ordinary Indians. In a high-tech globalised world economy, capital
seeks out skilled labour, cheap resources, appropriate market conditions,
infrastructure and suitable government policy incentives wherever they are
to be found. Thus Indian companies have been locating everywhere from
China to Eastern Europe to Britain and the US, sometimes even carrying
plenty of capital from India with them (though a lot of money isbeing raised
abroad).

Indian business can acquire copper minesin Zambiaand Australia. They
can buy oilfieldsin Equatorial Guinea and set up software production units
in Eastern Europe close to markets in the EU. They can create R&D
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establishments in Britain, inviting British scientists to work for them. But
does any of this help to create opportunities and employment for Indians
back home? Not unlessthe profitsare remitted and invested at home. Of this
thereislittleguarantee, especiallyif the conditionswhich |ed the companies
to do businessabroad continueto prevail.
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Market power in retailing: Who benefits, who loses from the arrival
of supermarkets?

Recently, Reliance announced plansfor ahuge launch of ‘large format’
retail marketing in India, involving “seamlessly smooth supply chains’
from the farmer’'s field to the urban supermarket. Supermarkets are
expected to open in 784 Indian cities during the next five years, selling
everything from toothpaste to tomatoes. Companiesrely on taking control
of their markets both through horizontal integration (mergers with
acquisition of competitors companies) and through vertical integration
(taking possession of their suppliers’ production lines).

Even if it has some short-run benefits for small farmers, who do not
have to pay middlemen exorbitant shares of sales revenue, the long-run
advantagesfor the expanding corporationsare of such ascalethat no short-
run benefitsfor anyone connected to the business are safe. Besides, already
complaints are being heard from small urban shopkeepers whose
businesses are seriously threatened. There are as many as 12 million small
retailers in India, employing millions of people. (http://mww.iht.conv
articles/2006/11/05/bloomberg/sxreliance.php)

Meanwhile, Bharti Enterprises is tying up with Wal-Mart to open
hundredsof retail storesin India. ( http://mmww.iht.convarticles/2006/11/27/
business/store.php)
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4
Has the ‘free market’ ideology been the route
to prosperity in the Western world?

If rich countries had followed free market policies in the initial
stages of economic growth, they would never have becomerichinthe
first place. The evidence is too overwhelming to deny (see ‘Kicking
Away theLadder?).

World rulers today want corporate markets, not free markets. Free
marketsarewhat they aretryingtogetrid of.

Shouldn’'t developed countries be forbidden by the WTO to
subsidise their agriculture so heavily in order to falsely maintain the
illusion of comparative advantage, when in fact the developing
countriesarecomparatively far moreefficient in the production of food
(evenif the productivity of labour in afar less mechanised agriculture
ismuch lower inthepoor countries)?Inall fairness, especially keeping
in view the large proportion of their population that lives by
agriculture, shouldn't developing countries have a greater right to
subsidise their agriculture and protect their markets than the wealthy
countries?

Unfortunately, the rulesthat have been imposed on the poor nations
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of theworld make all thismost unlikely. Without aradical challengeto
the undemocratic character of international multilateral institutions—
especially the IMF and World Bank (dominated as they are by the
Western powers) — it is hopeless to expect fairness in economic
matters.
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Kicking away the ladder?
By Ha-Joon Chang

“Thereis currently great pressure on developing countries to adopt a
set of ‘good policies and ‘good institutions' — such as liberalisation of
trade and investment and a strong patent law — to foster their economic
development. When some developing countries show reluctance in
adopting them, the proponents of this recipe often find it difficult to
understand these countries' stupidity in not accepting such a tried-and-
tested recipe for development. After all, they argue, these are the policies
and the institutions that the developed countries had used in the past in
order to become rich. Their belief in their own recommendation is so
absolutethat in their view it hasto be imposed on the devel oping countries
through strong bilateral and multilateral external pressures, even when
thesecountriesdon’t want them.

“Naturally, there have been heated debates on whether these
recommended policies and institutions are appropriate for developing
countries. However, curiously, even many of those who are sceptical of the
applicability of these policies and institutions to the devel oping countries
takeit for granted that these were the policies and the institutions that were
used by the developed countries when they themselves were devel oping
countries.
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“ Contrarytothe conventional wisdom, thehistorical factisthat therich
countries did not develop on the basis of the policies and the institutions
that they now recommend to, and often force upon, the developing
countries. Unfortunately, this fact is little known these days because the
‘official historians' of capitalismhave been very successful inre-writing its
history.

“Almost all of today's rich countries used tariff protection and
subsidiesto develop their industries. Interestingly, Britain and the USA, the
two countries that are supposed to have reached the summit of the world
economy through their free-market, free-trade policy, are actually the ones
that had most aggressively used protection and subsidies.

“ Contrary to the popular myth, Britain had been an aggressive user,
and in certain areas a pioneer, of activist policies intended to promote its
industries. Such policies, although limited in scope, date back to the 14th
century (Edward I 11) and the 15th century (Henry VII) inrelation towoollen
manufacturing, the leading industry of the time. England then was an
exporter of rawwool to the Low Countries, and Henry VII for exampletried
to change this by taxing raw wool exports and poaching skilled workers
fromthe Low Countries.

“ Particularly between thetrade policy reformof itsfirst Prime Minister
Robert Walpolein 1721 and its adoption of freetrade around 1860, Britain
used very dirigiste (Sate-directed) trade and industrial policies, involving
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measuresvery similar to what countrieslike Japan and Korea later usedin
order to develop their industries. During this period, it protected its
industries a lot more heavily than did France, the supposed dirigiste
counterpoint to its free-trade, free-market system. Given this history,
argued Friedrich List, the leading German economist of the mid-19th
century, Britain preaching free trade to less advanced countries like
Germany and the USA was like someone trying to ‘kick away the ladder’
withwhich he had climbed to thetop.

“ ...Between the Civil War and the Second World War, the USA was
literally themost heavily protected economyintheworld...

“In protecting their industries, the Americans were going against the
advi ce of such prominent economists as Adam Smith and Jean Baptiste Say,
who saw the country’s future in agriculture. However, the Americans knew
exactly what the gamewas. They knew that Britain reached thetop through
protection and subsidies and therefore that they needed to do the same if
they were going to get anywhere. Criticising the British preaching of free
tradeto hiscountry, Ulysses Grant, the Civil War hero and the USPresident
between 1868-1876, retorted that ‘within 200 years, when America has
gotten out of protection all that it can offer, it too will adopt free trade’.
When his country later reached the top after the Second World War, it too
started ‘ kicking away theladder’ by preaching and forcing freetradeto the
lessdevel oped countries.
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“The UK and the USA may be the more dramatic examples, but almost
all the rest of the devel oped world today used tariffs, subsidies and other
means to promote their industries in the earlier stages of their
development. Cases like Germany, Japan, and Korea are well known in
this respect. But even Swveden, which later came to represent the ‘ small
open economy’ to many economists had strategically used tariffs,
subsidies, cartels, and Sate support for R&D to develop key industries,
especiallytextile, steel, and engineering...

“If the policies and institutions that the rich countries are
recommending to the poor countries are not the ones that they themselves
used when they were devel oping, what is going on? \We can only conclude
that therich countriesaretrying to kick away theladder that allowed them
to climb to wherethey are. It isno coincidence that economic devel opment
has become more difficult during the last two decades when the devel oped
countriesstarted tur ning the pressure on the devel oping countriesto adopt
theso-called‘ global standard’ policiesandinstitutions.

“ Duringthisperiod, theaverageannual per capitaincomegrowthrate
for the devel oping countries has been halved from 3% in the previous two
decades (1960-80) to 1.5%. In particular, Latin America virtually stopped
growing, while sub-Saharan Africa and most ex-communist countries
have experienced a fall in absolute income. Economic instability has
increased markedly, asmanifested inthedozensof financial criseswehave
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witnessed over thelast decade alone. Incomeinequality hasbeen growingin
many developing countries and poverty has increased, rather than
decreased, in asignificant number of them.

“What can bedoneto changethis?

“First, the historical facts about the historical experiences of the
developed countries should be more widely publicised. This is not just a
matter of ‘getting history right’, but also of allowing the developing
countriesto makemoreinformed choi ces.

“ Second, the conditions attached to bilateral and multilateral financial
assistanceto devel oping countries should be radically changed. It should be
accepted that the orthodox recipe is not working, and also that there can be
no ‘ best practice’ policiesthat everyone should use.

“Third, the WTO rules should be re-written so that the developing
countries can more actively use tariffs and subsidies for industrial
development. They should also be allowed to have less stringent patent laws
and other intellectual property rightslaws.

“ Fourth, improvements in institutions should be encouraged, but this
should not be equated with imposing a fixed set of (in practice, today’'s—not
even yesterday's — Anglo-American) institutions on all countries. Special
care hasto be taken in order not to demand excessively rapid upgrading of
institutions by the developing countries, especially given that they already
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have quite developed institutions when compared to today’'s developed
countries at comparable stages of development, and given that establishing
and running newinstitutionsiscostly.

“ By being allowed to adopt policiesand institutionsthat are more suitableto
their conditions, the developing countrieswill be ableto develop faster. This
will also benefit the developed countriesin the long run, as it will increase
their trade and investment opportunities. That the developed countries
cannot seethisisthetragedy of our time.”

(Ha-Joon Chang teaches at the Faculty of Economics, University of Cambridge. This
article is based on his book, Kicking Away the Ladder — Development Strategy in
Historical Perspective, whichwaspublished by Anthem Press, L ondon, 2002)
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5
India’s feudal globalisation since 1991

Following a short-term exchange crisisin the summer of 1991, the
Indian government hurriedly ushered inthe eraof economicreformsin
the country. In summary, it involved the liberalisation of the country’s
foreign trade, the privatisation of many public sector companies and
assetsand, in general, opening up to theforces of globalisation (LPG).
Space prevents us from looking in-depth into the content and
experience of the reforms. Here one may restrict oneself to making a
set of observations about the socio-economic assumptions underlying
thereforms.

Consider the pattern of economic relationshipsin an industrialised
Western country. They are founded in formal contractsthat arelegally
enforced and protected by the State. There are strict rules that control
the exploitation and abuse of labour, just as there are firm laws that
protect property rights, especially ownership of land and other means
of production. There is an extensive and intricate structure of
legislation that regulates economic activity, especially in the area of
finance. Even after deregulation since the Thatcher-Reagan years of
the 1980sthereisstill amoreor | ess effective framework of regulation,
which enables the otherwise volatile capitalist economy to remain
stableandviable.
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Now consider the pattern of economic relationships in a country
likeIndia. Itistruethat we haveamodern Constitution that defendsthe
rights of labour and property. However, theory is one thing, practice
quite another. In actual fact, the abuse and exploitation of labour is
rampant and intricately diversified in the Indian setting. From
discriminatory wages for women and men, to bonded labour, slavery
and the super-exploitation of child labour, not to mention an
impressive diversity of informal labour contracts which have no
material proof and thus inevitably involve enormous exploitation,
India offers some shocking examples of routine abuses of human
rights.

The equivalent of children slaving 14 or 16 hoursaday at afactory
making Diwali crackers, or of old women without helmets carrying a
dozen bricks on their bare heads at a construction site, or of bonded
labourersworking without wagesat brick kilnsfor yearson end are not
to befound in any modern society, let dlonein anindustrialised onein
the West. These are not things that show up in the national economic
growth rate— except that it could bekeeping it lower and qualitatively
inferior to what the national potential may be if the rights of ordinary
peoplewererespected by theneo-liberal economicregimeinforce.

The growth rate is also lower because the efficiency of labour —
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which is not merely a function of the capital available per worker,
whichiscertainly important — in afeudal setting is much poorer than
under a well-arranged capitalist contract which respects the rights of
workers. Two economies, each having the same capital available per
worker, will experience very different levels of labour productivity in
accordance with whether or not the rights of labour have been duly and
fairly secured.

Not only isit true that labour is exploited in India along lines that
remain overwhelmingly feudal (asoutlined above), thereis something
elsethat marksand mars|ndian globalisation: the pattern of acquisition
of land and natural resources by the corporations through the high
offices of governments, both at the level of the state and the Centre.
Whilethishas been happening in Indiaever since one can remember, it
is undeniable that arbitrary appropriation of land and resources from
powerless, ordinary people in the Indian countryside has accel erated
since the inauguration of reformsin 1991 and takes new momentum
with the announcement of the setting up of SEZs (Special Economic
Zones). Just abrief — inadequate — listing of cases of such land-grab
would servetoremind thereader of the scale of injusticesthat arebeing
inflicted all around Indiatoday: Narmada, Umbergaon, Kalinganagar,
Jagatsinghpur, Bantal a, Singur, Chhattisgarh, Jharkhand, Plachimada,
Dadri, Raigarh... thelistisendless.
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Recourse is taken in an anachronistic piece of legislation — the
Land Acquisition Act of 1894 — to take over the land of farmers,
grazers and forest-dwelling communities, ostensibly for public
purposes of development. There are at least three major problemswith
such an approach to development. Firstly, in a country in which two-
thirdsof the popul ation isdependent on agriculture, land isakey factor
of production. The 1894 Act was drawn up when the population of
undivided Indiawas less than 200 million, less than 15% of what it is
today. When the pressure onlandisso much moreacute, itiseven more
unconscionable for the State to acquire land in such afashion. There
has been sometalk recently about making amendmentsto theAct, but
nothing concrete hasbeen achieved sofar.

Secondly, the 1894 Act was made for colonia purposes, such as
acquiring land for building railroads to transport raw material to
factoriesand finished goodsto portsfor shipment to Europe and so on.
It really has no place in a free India committed to the economic
devel opment of itsown people.

Thirdly, whilethe Stateistrying to nudgefarmersout of agriculture
— arguing that it is increasingly uneconomical — and sometimes
offering them above-market-price compensations for the loss of land,
itisconsciously or inadvertently contributing to areal estate boom in
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the country: the real estate market in India, according to Goldman-
Sachs and Merrill-Lynch, is expected to grow eight-fold in the next
decade. The hypocrisy is too obvious to belabour. It aso results in
some acute economic perversities. For instance, the government has
often got large landownersto part with aportion of their land because
the latter are aware that the arrival of big capital in the region will
inflate land prices (including for the remainder of their land) to
astronomical levels. Overal, they would benefit hugely from such
deals. However, for the smallholder, who hasto part with all hisland,
thereareno suchwindfallsfromthereal estate gambling den.

Prime agricultural land is being acquired for SEZs, when the State
could as easily develop the 68 million hectares of wasteland in the
country (which constitutes 21% of the total land area). The reason for
this is obvious. Companies and developers understandably prefer a
region in which infrastructure — such asroads, power and water — is
aready well developed instead of having to bebuilt from scratch. This
is ordinarily the case with areas of fertile agricultural land. In some
cases, aswith the Ansalsin Haryana, real estate developers are being
given the authority to tax residents. These are disturbing signs of the
privatisation of the State, of the return of zamindari (in corporate
incarnation).
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Struggles and resistance movements are under way throughout the
country to defend the rights of millions of people whose lives and
livelihoods are entirely dependent upon access to land and natural
resources. As an aside, it is important to note that while everyone is
awareof therightsof ownership that arebeinginfringed upon, nooneis
even mentioning the rights of use that have existed in Indian forests,
fisheries, pastures and surface and groundwater reserves since time
immemorial. For many millions, the appropriation of thematerial basis
fortheir lifestyleswill spell doomintheyearsto come. EventheBritish
rulers did not go this far in the direction of riding roughshod over
Indian customsand traditionsof millennia

An important connection between the appropriation of land and
resources from powerless millions, on the one hand, and the
exploitation of labour on the other has to be made. All too often, as
theory also would predict, those who are exploited have no access to
productive assets of their own. It is disingenuous to argue, as is
commonly done, that people who are vulnerable to exploitation of
labour (in India, Chinaor elsewhere in poor countries) would be even
worse off if they were not offered jobs by modern industry, that they
might even starve to death. In all such cases, people have first been
dispossessed, abeit sometimes in some previous generation. The
answer to the economic challenges that face them is not to suck their
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blood with rapaciousness al too familiar to hundreds of millions. It is
to make land, capital, education and healthcare accessible to them
under a paradigm of development quite distinct from the one in place
today.

However, the international race of corporate totaitarianisms is
leading the world, and each competing country within it, in a very
different direction. Under the neo-liberal dispensations that prevail
today (and there is neither anything new nor liberal about neo-
liberalism, if one’'s definition of freedom involves something other
than corporate freedom), each State is driven to increase its power by
enabling the corporations operating within its boundaries to maximise
their sales, profits, investment and growth. The competition to attract
corporate investment takes place both internationally (say, between
India and Indonesia) and nationally (between Madhya Pradesh and
Maharashtra, or between New Jersey and Nebraska), with all too
predictable consequences for the living and working conditions of the
poor asmuch asfor the environment that enablesindustrial production
toproceed.

GLOBALISED WORLD 44



SEZs: The return of the zamindari system?

Only time will tell how the powerful forces of globalisation in a still-
feudal caste-conscious society play themselves out in the future. What is
clear isthat the State, far from fulfilling itsresponsibilitiesto the peoplein
terms of wisely guiding the process of development, has actually become
the real estate broker for the propertied classes. Recently, under the SEZ
Act of 2005, it has been negotiating lucrative terms on land and resources
being acquired forcibly by Indian and transnational corporationsin various
regions of India. This is nothing better than an updated version of
feudalism. One may describe the pattern of political and socio-economic
relationships enabling such unfree market transactions as “corporate
feudalism”.

The number of jobs that the government is claiming the SEZs will
create may be up to 500,000 over the next three years (till 2009). The
number of ‘jobs’ (livelihoods would be amore accurate term) lost may add
up towell over that number (possibly double that number), for not only are
people displaced by such ‘development’ projects, many others (such as
barbers, cleaners, vendors) whose livelihoods are dependent upon the rural
agricultural economy, suffer permanent lossestoo. The government claims
to compensatethelosershbut, in practice, thisoften doesnot happen. Evenif
it does, the payments made for the transfer of land and resources arerarely
adequate and, in any case, can never compensate for the loss of social
consumption (for example, loss of use of rural infrastructure like roads or
irrigation) and the breakdown of awholeway of lifeand culture.
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India’s Special Economic Zones (SEZS)

“ They worked in China. But will India’s zones boost investment, or just
divertit?

“The idea is simple enough: SEZs are enclaves with streamlined
procedures, tax breaks and good infrastructure that will lure investorsin
‘export-oriented industries’. Many developing countries, including China,
have used them successfully. They are not even new in India. In 2000, eight
existing export processing zones, the first of which dated from 1965, were
converted into SEZs. But in February, India’s Parliament finalised a new
SEZ law, offering even more enticements. There has since been the
bureaucratic equivalent of a gold rush. Companies, including most of
India’s most famous firms, have filed more than 400 applications to set up
SEZs, and 212 have been approved.

“ Banging thedrumfor India asaninvestment destinationin Londonthis
week, Prime Minister Manmohan Singh and his commerce minister, Kamal
Nath, were ableto point to the SEZs asevidence of India’s new openness. Mr
Nath’s ministry hopesthey will attract morethan $ 5 billionin foreign direct
investment by the end of 2007 — a huge amount for India by historical
standards. They arealsointended tofix India’s‘infrastructuredeficit’ of pot-
holed roads, clogged ports and intermittent power. The government hopes
that with theincentives availablein SEZs, the private sector will makeabig
contribution towardsthe $ 320 billion-worth of investment in infrastructure
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that Indiaislookingfor inthenext fiveyears.

“That is a laudable enough aim. But the SEZs are under fire on many
fronts. Politically, the most sensitive charge, and the one that will probably
lead to some change in policy, is that farmers are being forced to sell their
land and losetheir occupations, and that state governments and devel opers
are profiteering. Sonia Gandhi, Congress leader, says that agricultural
land normally should not be used for SEZs. But under India’s Constitution,
landisanissuefor state governments, not the Centre.

“Many of the SEZs mooted may simply be property deals. Developers
hope to acquire cheap land, put in a minimum of infrastructure and sell it.
Only 35% of the land area of a SEZ must be used for production. Even the
central bank, the Reserve Bank, seemsto have suspicions, classifying loans
toSEZsas'real-estate’ lending, which makesthemrelatively expensive.

“ Even some investor s planning to manufacture in a SEZ think the terms
too generous. Theyincludeafive-year holiday on profitstax, and exemption
fromimport and excise duties and from some licensing requirements. Rahul
Bajaj, Chairman of Bajaj Auto, a maker of two- and three-wheel ed vehicles,
arguesthat ‘any rational businessman would conclude heisbetter off being
ina SEZ'. Since, to qualify for the benefits, a manufacturer in a SEZ need
onlybeanet earner of foreignexchangeover afive-year period, rather than
exclusively an exporter, firms such as his can use a SEZ to supply some of
their domestic market.
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“The fear of many economists — including some in the Ministry of
Finance—isthat rather than promoting new business, the SEZswill merely
attract investment that would have been made anyway. Instead of finding
fresh sources of money for itsinfrastructure, India would thereby have made
things worse by depriving itself of tax revenue. Raghuram Rajan, chief
economist at the IMF, expresses concernthat India, withitsbig fiscal deficit,
canill afford thisloss. Earlier thisyear thefinanceministry putit at Rs 1,750
billion ($38.3 billion) by 2011. The commerce ministry counterswithitsown
forecast that the SEZswill generateadditional revenuesof Rs440 billion.

“ One of the big differences between India’'s SEZs and China’sisin size.
Although Reliance Industries, India’s biggest private sector company, is
planning enormous, town-sized SEZs near Mumbai and in Haryana, near
Delhi, most of the others are tiny. The minimum area for a ‘ multi-product’
SEZis 1,000 hectares (3.9 square miles), for a ‘ product-specific’ zoneitis
100 hectares, and for information technol ogy, biotechnology and jewellery,
just 10 hectares. By comparison, Shenzhen, biggest and most famous of
China’s original SEZs, covers 126 sguare miles. That scale was a huge
factor initsinitial success—alongwith the presence, just over theborder in
Hong Kong, of labour-intensive manufacturerswanting to lower their costs.
Enjoying neither of these advantages, India’s smaller SEZs may do more for
their promotersthanfor India.”

— From The Economist print edition, October 12, 2006
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6
The outlook for the future:
Staring at likely unsustainabilities

Much isbeing heard nowadays about the high growth ratesthat the
Indian economy is clocking. India’'s economic performance is
repeatedly — and inappropriately — compared to China’s. In fact, the
comparisonissomewhat unmerited.

China's growth record stands atop robust foundations of physical
infrastructure, education and health set up during the period when it
was closed to theworld economy. Moreover, even moreimportantly, it
abolished feudalism in principle and practice after the communist
revolution in 1949. Deng Xiao-Ping, in fact, redistributed land to the
peasantry and created small town and village enterprises after the
reformsbegan in thelate-1970s. No such land reform was ever carried
out in most parts of India (Kerala and West Bengal being partial
exceptions). Infact, judging from recent land acquisitions by the State
for purposes of ‘development’, one would infer that exactly the
opposite policies have been pursued in India. Feudal socio-economic
relations are ill intact under the dazzling surfaces of modern
capitalism. This may prove to be the lasting stumbling block to the
economic breakthrough that Indiais looking for. All talk of being a
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‘superpower’ is rudely misplaced when India's per capitaincome is
about $ 2 a day at market exchange rates. For comparison, we may
remember that China' sisabout $ 6-7 aday and America’'sandthe EU’s
areboth above$ 100 aday.

Numbers can numb usinto thoughtless, heroic optimism. Some of
the aggregate figures for the Indian economy — especially the short-
term growth rate— canlook so impressivethat one may bemisledinto
thinking that the future will look much like the recent past. That the
I T/BPO-led boom will continue to generate revenue and employment
inthefuture, if anything at an evenfaster pace.

No matter how rosy the short-term outlook may appear to some,
there are deep-seated reasons for scepticism, as the Economist article
in the accompanying box mentions. In addition, there are at |east two
setsof problems, onelesslong-termthantheother.

First, the increasingly external orientation of the Indian economy
exposes us to new dangers and vulnerabilities arising from the cycles
and instabilities of the global economy. Not only are agricultural
incomes more exposed to the uncertainties of the global marketplace
(in addition to the great uncertainties associated with agriculture
generally), the greater the share of international trade in GDP, the
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larger istherisk arising from fluctuationsin world markets. A recession
in the US, for instance, is likely to have an immediate contractionary
effect upon the I ndian economy, thanksto the outsourced businessesin
India. Thelndian IT boomissofar untested by aUSrecession. Further,
the Indian economy is vulnerable to shocks arising from the fragility
and instability of the global financial system. The danger isheightened
if the rupee becomes fully convertible on the external capital account,
asappearsto beontheagendaof policymakerstoday.

Secondly, the boom of thelast decade hasbeen fuelled largely by an
exploding consumer demand from the middle classes. Export growth
has been substantial (even impressive in some areas like I T, BPO and
light manufactures), but hasn’t kept pace with the growth in imports.
Investment has not grown as rapidly as might be desired. It is the
demand from the middle classes — repressed for ages — which has
been the source of most of thegrowth indemand.

Recall that it is effective (income-backed), not potential demand
that mattersfor the macro-economy. What happensif and when middle
class demand gets saturated, and the bills for consumer durables
purchased on debt come home? I n the absence of a growth of incomes
(and demand) from the lower classes (an accretion to the ranks of the
middle classes), and the absence of equity in the economy, there might
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well be a problem of inadequate demand facing the Indian economy,
much like what happened to the West in the 1930s. In the 1930s, the
problem was addressed in the West by the government increasing its
spending and generating secondary cycles of expenditure in the
economy. Ultimately, the empty factories and unemployed workers
werethusput to work and growth resumed, thanksto the boom because
of World War 1. In India, with the tax cutsthat have been giventorich
classes, both urban and rural, the government’s spending options are
limited.

The more serious problems, even if the demand constraint on the
growth of the economy can be faced, are long-term in nature.
Sustainable growth requires afar wider base than the growth of afew
lead sectorslike I T and BPO. Itisworth recalling that well under 1% of
Indiansareemployedinthesetwo serviceareasof theeconomy.

Besides, there are severelong-term bottlenecks and challengesthat
are likely to dow down the growth rate or even bring Indian
globalisationto acomplete haltinthe not-so-distant future.

Thereis, first of all, adesperate shortage of physical infrastructure.
Investments in roads, bridges, ports, airports, power-generation and
irrigation continue to be low despite a crying need for them in al
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sectors of the economy. The reason is not hard to find. Unremitting
recitation of the market mantra has lulled political leaders, the
policymaking elite, the media and laypeople alike into an unfounded
belief that somehow the free play of market forces will ensure the
provision of whatever is demanded. That demand shall call forth its
own supply, to reverse an old law of classical economics. In the rush
towards privatisation of State enterprises that started in the 1990s,
Indian policymakersforgot that private investors have few incentives
toinvestininfrastructure.

But economists should bethefirst to recognisethat themarketisall
too poor at providing public goods (goods whose use by non-payers,
once provided, is hard to prevent). Infrastructural investmentstend to
be too large for most private parties and, necessary as they are for
modern economic growth, thereturnsonthem areslow tocomeby. Itis
precisely for thisreason that in rich countriesthey have been provided
typically by massive State investments, at least in the initial stages of
economicgrowth.

Everyonetoday — large and small companies as much asordinary
citizens, not to mention the government itself — paysthe pricefor the
Indian State reneging on one of itskey economic responsibilitiessince
theearly-1990s.
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There is then the huge constraint imposed on future growth by
widespread illiteracy and lack of education. Educational inequalitiesin
Indiaare perhapsthe worst in the world. Indiahasthe largest illiterate
population on the planet even as it has one of the largest pools of
qualified manpower (now fully occupied). Thisisnot merely moraly
unconscionable, it makes Indian growth rates unsustainable in the
long-term, especially whenitisremembered that we are meant to grow
on the backs of a so-called ‘knowledge-based economy’. Our famed
skilled labour pool isdrying up rapidly as companies both Indian and
foreign, both within Indiaand abroad, enticetechnically trained |abour
a ever higher prices. There is a near-universal complaint from
businesses operating in India about the difficulty of finding and
retaining qualified workers — engineers, software technicians,
draughtsmen and others.

Theironictruthisthat by denying common peopl e the fundamental
right to education, Indian elites might have dug their own economic
grave over the long haul. Feudal prejudices against education for the
masses survive in India. By comparison, China, thanks to huge
investments and commitments made under communism, suffers no
such bottleneck to its growth process. It is thus far better placed to
harness the potential for growth and development in a globalised
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world. The outcomes resulting from globalisation are shaped and
determined by the underlying and pre-existing conditions under which
globalisationtakesplace.

Further, while it has not eliminated poverty, China still has a far
healthier population, something that is undeniably an asset in the
pursuit of long-run economic growth. You can’t grow at 9 or 10% for
too long when amost half your children are malnourished, as is the
casewithIndia

The cumulative consequences of bottlenecksin physical and social
infrastructure (health and education) for the process of growth are
profound. The sad truth is that shortcomings like these cannot be
rectified within a short time horizon. Bharat — and India — will
continue to pay for along time for the failure to make the right public
investments at the right time during the past several decades. All
reports — official and otherwise — confirm that globalisation hasn't
altered the basic picture of human development at all. If anything,
recent data (like the Family Health Surveys) show that it might well
have compounded problemsover thelast one-and-a-half decades.
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Is the Indian growth rate sustainable?

“India’s economy displays an alarming number of signs that things
have gone too far. Consumer-price inflation has risen to almost 7% (see
chart), well above Asia’s average rate of 2.5%. A recent report by Robert
Prior-Wandesforde at HSBC finds many other signs of excess. For
example, in a survey of 600 firms by the National Council of Applied
Economics Research, an astonishing 96% of firms reported that they were
operating close to or above their optimal levels of capacity utilisation —
the highest number ever recorded. Firms are also experiencing a serious
shortage of skilled labour and wages are rocketing. Companies’ total
wage costs in the six months to September were 22% higher than a year
earlier, compared with an average increase of around 12% in the previous
four years.

Spicy ingredients
Consumer prices, % change on a year earlier

India

China
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Centre for Monitoring Indian Economy * Latest Month

“India’s current account has shifted to a forecast deficit of 3% of GDP
thisyear froma surplusof 1.5% in 2003 —a classic sign of excess demand.
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Total bank lending has expanded by 30% over the past year, close to the
fastest growth onrecord.

“India’s share and housing markets also ook bubbly. Draft proposals
by the central bank on November 17 to cap banks’ exposureto stockmarkets
and curb recklesslending only mildly dampened the optimism. Share prices
are almost four timestheir level in early 2003. India’s price/earningsratio
of 20iswell abovethe average of 14 for all Asian emerging markets. House
prices have also gone through the roof: Chetan Ahya of Morgan Sanley
reckons that prices in big cities have more than doubled in the past two
years. Housing loans jumped by 54% in the year to June (the latest figures
available) andloansfor commercial property were up by 102%.

“Indian policymakers seem reluctant to admit that economic growth
has exceeded its speed limit over the past three years, let aloneslow it. They
prefer to bask in the belief that India has become another China, able to
keep growing ever faster without inflation rising. Palaniappan
Chidambaram, the finance minister, has said the Indian economy will
continueto grow by morethan 8%in the next fewyears.

“India’s trend growth rate has almost certainly increased but it is still
nowhere near ashighasChina’s. Mr Prior-Wandesforde estimatesthat itis
now around 6.5%, up from 5% in the late-1980s. But India’s recent
acceleration largely reflectsa cyclical boom, thanksto |loose monetary and
fiscal policy. The Reserve Bank of India has raised one of its key interest
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rates by one-and-a-half percentage pointsto 6% over the past two years, but
inflation has risen by more, so real interest rates have fallen and are
historically low. Thismakesthe economy morevulnerableto a hard landing.

“India cannot grow as fast as China without igniting inflation because
of its lower investment rate, particularly in infrastructure, and labour
bottlenecks. The latest government figures, for the year ending in
March 2005, put total investment at 30% of GDP, compared with over 45%
officiallyreportedin China.

“ Some, however, believe that an investment boomis under way. A recent
report by Surjit Bhalla of Oxus Investments, an economic research firmand
hedgefund, hascaused a stir by estimating that investment intheyear ending
inMarch 2007 will reach between 38% and 42% of GDP. Such investment, he
says, would allow Indiato sustain 10% annual GDP growth.

“ Sadly, Mr Bhalla’s estimate for investment is almost certainly too high.
Unless saving (29% of GDP in 2004-05) has also surged over the past two
years, an investment rate of 40% would imply a current account deficit
(which must equal the gap between saving and investment) of closeto 10% of
GDP. This does not square with trade figures and, in any case, it would
hardly beasign of economic health. Nor doesa significant increasein saving
look likely, given strong consumer spending thisyear and only a modest fall
in the government's budget deficit.” (http://www.economist.com/
displaySory.cfm?Sory_|D=8326793)
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Is the pattern of growth socially
and politically sustainable?

Apart fromall the challengesdiscussed, insurmountableasmany of
them might turn out to be, there is the lurking threat of socia and
political sustainability of the present pattern of growth. In six general
elections over the past 18 years, the incumbent coalition has not been
returned to office even once. What does this show? Quite simply, that
thematerial needsof the majority of peopleinthe country arenot being
met. India doesn’t shine for everybody. In fact, it may not be shining
for most Indians. Poverty, unemployment and growing inequalities
will increasingly shapethepolitical sceneinthecountry.

Theintroduction of SEZsis generating huge tensionsin society as
people prepare to get uprooted from their lives and traditional
livelihoods. Even if there is monetary compensation, it is poor
compensation for the upheaval involved. How will peoplereact asthe
over 400 SEZs planned across India slowly find their way into
concretereality? Therecent eventsin Bengal — including the Naxalite
hijacking of atrain— might beaforetaste of thefuture.

We havea ready noted that recent growthin Indiahasavery narrow
base in afew lead sectors of the economy. Consensually acceptable
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figuresindicate that of the 400-550 million employable people in the
country only about 1.3 million (well under 1%) areemployedinthel T
and BPO segments. If one adds up the number of people employed in
all parts of the organised private sector (including manufacturing,
mining, transport, energy, services) the number of employed peopleis
gtill under 10 million. Add to this the amost 20 million Indians
employed by the public sector (the Indian Railways being the largest
employer in the world) and you end up with about 30 million Indians
employed intheentire organi sed sector of theeconomy.

How do the other 400 or 500 million help their familiessurvive?We
already know that over 60% of the workforce remains engaged (more
or less unproductively) in agriculture. A little over 10% are employed
in the manufacturing sector. The remainder is absorbed by the black
hole of the informal service sector, which is growing rapidly in both
urbanandrural areas.

In other words, since the formal economy, increasingly organised
by the Statein favour of corporateinterests, isunableto offer them jobs
they set out on their own and set up small shopsif they can or simply
hawk their wares on thelas or even by hand where they cannot afford
one. They areto befound on every street and street-corner of our cities,
towns and villages, performing casual construction labour here, small
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services like guarding, cleaning, washing and carrying things there.
India has become a post-industrial economy without the scale of
industrialisation associated with such an economy.

Thefailure of State policiesto create jobsin the formal, organised
sector of the economy also explains in good measure the phenomenal
growth in the number of independent enterprises in the country. They
number a whopping 42 million, according to the Fifth Economic
Census of 2005, an almost 20% increase since the last such censusin
1998. Not surprisingly, the average number of peopleemployedineach
enterpriseis 2.35! This data is often seen as a sign of entrepreneurial
energy. This interpretation is not incorrect, except that it chooses to
overlook the enormous despair and hopelessness that often leads
peopletofendfor themselves.
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Can the manufacturing sector generate employment in India?

“...The Indian manufacturing model, in my view, continues to suffer
from three major deficiencies — a lack of infrastructure, a low national
saving rate (a little over 20%) and anaemic inflows of foreign direct
investment (barely $4 billionin2003).

“ Of those constraints, the infrastructure gap is the most serious. Not
only doesit risk crimping the efficiencies of supply-chain management and
nationwide delivery capabilities, it also raises serious questions about the
transportation requirements of a dynamic export sector.

“ Services, by contrast, need none of the above. Moreover, India’s new
services dynamic plays to some of the nation’s greatest strengths —
education, entrepreneurial spiritand I Tliteracy.

“ Servicesalso rest on a platform of e-based connectivity —offering an
important end-run around amassive physical infrastructure deficiency.

“But | have long felt that there is another glaring shortcoming of
India’s manufacturing sol ution —a mistaken impression of itsjob-creating
potential.

“Two of the plant visits | made in Pune drove this point home. First,
there was the Bajaj motorcycle factory, a most impressive facility that was
using state-of-the-art technol ogy —Japanese robotics enabled with Indian
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I T and Japanese production techniques.

“ The factory turns out 2.4 million two-wheel vehicles annually with
approximately 10,500 wor ker's.

“By contrast, in the mid-1990s, Bajaj needed a workforce of some
24,000 to produce only 1 million vehicles. Then there was Tata Motors—a
jewel inthe crown of one of India’sol dest and greatest companies.

“Thevast 510-acre Punefacility felt like an Indian Detroit —complete
with a university-like training campus, design, engineering and testing
facilitiesand vertically-integrated production and assembly linesfor cars,
light and heavy trucks, buses—and, of course, SUVs.

“ Yet, the Tata Motor s wor kforce has also shrunk significantly over the
past decade as its vehicle output has soared. In early-2004, about 21,000
workers produced 311,500 vehicles, whereas in early-1999, it took some
35,000 workersto produce 129,400 vehicles.

“ These examples areindicative of the tough uphill battle Indiafacesin
achieving a manufacturing-led solution to its daunting unemployment and
poverty problem...”

— Stephen Roach, Chief Economist, Morgan Stanley. ‘Dateline India
From Mumbai to Pune’, The Globalist, October 25, 2004.
(http: //Amww.thegl obalist.conVSoryl d.aspx?Soryl d=4226)
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8
Is the pattern of growth environmentally sustainable?

“India will also have to pay increased attention to its physical
environment, such as the availability of the water supply, so that
environmental crisesdo notimpedelong-termeconomic growth.”

— Nobel Laureate economist Joseph Stiglitz in a recent interview with the
International Herald Tribune. (http://blogs.iht.com/tribtalk/business/
globalization/?cat=7)

Modern economic growth is an environmentally devastating
phenomenon everywherein the world. It disturbs the peace of deserts
and forests, mountains and oceans everywhere, uprooting human
communities from their traditional habitats in the process. Public
consciousness of the environmental challenge is al too recent: less
than half-a-century. Some would say that before the Stockholm
Conferencein 1972, it wasvirtually non-existent in the world outside
theWest.

The emerging evidence on global flashpoints like climate change,
rapid depletion of freshwater sources and the drying up of non-
renewable sources of energy, to name only three deadly threats to
human existence, is no longer possible to ignore, even (some would
say especially) for apoor country. This has massive implications for
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countries like India and China, which have set out on accelerated
growth trajectories only recently. If the Kyoto Protocol on climate
change gets ratified (as the best informed observers deem virtualy a
survival imperativefor our species) eventually, it isnot merely therich
world that will feel the pinch. Rapidly growing poor economies like
Indiaand Chinamay bethwarted intheir effortseven more. It may well
turn out that the environmental crisisprovidesthebinding constraint on
growthinthispart of theworld.

Because of the way economic growth is measured acrosstheworld,
it failsto take into account both the depletion of natural capital and the
output of pollutants. The focusis predominantly on short-run income-
generating activity. Thisgrowth fetishisparticularly accentuated inthe
context of India at the present point of time. If these two potentially
large negatives (resource-depletion and pollution) are included in the
computation of GDP, the growth rate may turn out to be far lower than
whatitisclaimedto be.

By measuring something, we indicate that it isimportant to us. By
not taking into account something as important as environmental
damage — which may turn out to be decisive after the passage of
some time — we endanger our own future. Good policies can only
be designed and implemented if the satistical basis for them
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isreasonably accurate.

Some economists, like Arun Kumar of Jawaharlal Nehru
University, questionthevery statistical basisof the publicly brandished
growth and inflation figures for India. He argues, for instance, that
India's growth rate is severely overestimated because, among many
other things, it failsto correct for the displacement of traditional areas
of economic activity — such as handicrafts — by the growth of
organised industry. Likewise, inflation figures are severely
underestimated because, among other things, they fail to take into
account theinflation in the price of essential serviceslike health, even
though services account for well over half of the country’s GDP. (See
Arun Kumar ‘Flawed Macro Statistics’, in Alternative Economic
Survey, India2005-2006, Daanish Books, 2006.)
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A Sternwarning

“...The longer global warming is ignored the more intractable it
becomes — a point made forcefully last week in a report issued by the
British government. Unless the nations of the world come together to
control emissions, thereport said, wefacetherisk of “ major disruptionsto
economic and social activity, later inthiscentury andinthenext, onascale
similar to those associated with the great wars and the economic
depression of thefirst half of the 20th century.

“The report's author, Sr Nicholas Sern, the head of Britain's
Government Economic Service, is hardly a scaremonger. He combines a
strong academic background — Cambridge, Oxford, and the London
School of Economics — with practical experience. After the fall of
communismin Eastern Europe, he spent six yearsat the European Bank for
Reconstruction and Development. From 2000 through 2003, he was the
World Bank’s chief economist. Last year, Gordon Brown, the Chancellor of
the Exchequer, asked him to examine the economic consequences of
climate change and make recommendations for what gover nments should
doabout it. Thereport Sern delivered, at 600 pages, setsa new benchmark
for policy discussion.

“ The Bush administration and itsideol ogical and corporateallieshave
downplayed the scientific evidence for global warming while complaining
that taking on climate change in a major way would place too great a
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burden on the economy. Sern, who came to the subject fresh, dismisses
these views. He says, ‘ Climate change presents very serious global risks,
andit demandsan urgent global response’.

“ At the launch presentation of his report, Sern pointed out that global
warming is a textbook case of an ‘externality’ , in which the prices people
pay for gasoline, electric power, and other energy products don't reflect
their true costs, among them the impact of greenhouse gases. ‘Our
emissionsaffect thelivesof others,” heexplained. ‘ When peopledonot pay
for the consequences of their actions, we have market failure. Thisisthe
greatest market failuretheworld hasseen.’

“There are a number of ways to deal with market failures, including
taxes, regulation, and compulsory voucher schemes that force
cor porationsand other organisationsto pay for the negative side-effects of
their activities, such as environmental pollution. Bringing carbon
emissions under control is such a mammoth task, Sern says, that all these
remedies will be needed. By 2050, for example, at least 60% of global
power capacity will have to come from non-carbon sources, such aswind
farms, solar cells, and nuclear reactors; at the moment, the proportion is
less than 25%. ‘ Mitigation — taking strong action to reduce emissions —
must be viewed as an investment,’ the report says. ‘ If these investments are
madewisely, the costswill be manageable, and therewill beawiderange of
opportunitiesfor growth and devel opment along theway.’
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“The figures that Sern and his team of researchers provide should be
regarded as best guesses rather than precise forecasts, but they are
instructive nonetheless. Sabilising greenhouse gas emissions at somewhat
above current level sby 2050 would cost about 1% of the annual global gross
domestic product, or about half-a-trillion dollars. That'sa ot of money, but
it'scheap compared with the costswewill eventually faceif we do nothing—
between 5% and 20% of annual world GDP, or as much as nine trillion
dollars a year. (The GDP of the United Sates last year was twelve-and-a-
half trillion dollars.)” (http://www.newyorker.com/talk/content/
articles/061113ta_talk cassidy)
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9
A sobering conclusion

“ The West must not make herself a curseto theworld by using her power
for her own selfish needs.”

“1n the so-called free countries the majority of the people are not free,
they are driven by a minority to a goal which is not even known to them.”

— Rabindranath Tagore (1916)

Toreturntotheoriginal question asked inthisessay: Towhat extent
are the goals of global capitalism compatible with the aim of ending
hunger and poverty?

Theanswer isquiteclear: aglanceat the evidencethat has gathered
over the past decade-and-a-half of economicreformsin Indiaindicates
that globalisation and the resulting growth is one thing, development
quite another. Global capital — which may be Indian — is compelled
to play by rules of the game that are quite unmindful of the needs of
ordinary citizens. It is interested not so much in the growth and
development of the country as in the growth of corporations. (One
worker manning 27 machines is not what the country needs even if it
brings profit to an Indian company.) Any benefits to the nation are
purely incidental and not by design. The chances of developmental
failurearefar fromsmall.
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Was Keynes a madman?

Practical geniusisasrareamong professional economistsaseyesightin
aschool for the blind. John Maynard K eyneswas one of the few who could
diagnose accurately the potentially fatal economic ailments of the Great
Depression that gripped the Western world in the 1930s. It was the
acceptance of his recommendations of active government intervention —
through large amounts of public spending — that saved capitalism from
amost certain destruction. Had prevailing free market orthodoxy been
accepted, itisunlikely that the system would have survived.

Keynes was a redist and learnt much from the experience of the
Depression. In particular, he became extremely wary of large financial
transactions across international boundaries. Foreseeing some of the
problemsthat the future might bring, hereiswhat Keynesrecommended in
1933, two generationsbefore modern globali sation waslaunched:

“1 sympathise therefore with those who would minimise, rather than
with those who would maximise, economic entanglement between nations.
Ideas, knowledge, art, hospitality, travel, these are the things which should
of their nature be international. But et goods be homespun whenever it is
reasonably and conveniently possible. And above all, let
finance be primarily national.” (http://www.globalpolicy.org/
socecon/bwiwto/critics/1994/94protect.htm)
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The narrow base of economic growth has meant that trickle-down
theories of the spread of prosperity have remained confined to the
sphereof illusion. The persistence of widespread hunger, malnutrition,
poverty and unemployment reminds one of the economist-diplomat
John Kenneth Galbraith’s acerbic observation that faith in trickle-
down is a hit like feeding racehorses superior oats so that starving
sparrowscanforageintheir dung.

When growth is being touted as the great Indian success, it iswell
worth asking what it isthat grows. Of coursethe claim isthat it isthe
output of the economy. But as argued earlier there are large and
significant oversights in the data, apart from questions of
sustai nability, which should disturb any reasonable observer.

What growswith the style of growth that has been adopted in India
isalso inequality, inflation, unemployment, the size of real estate and
financial bubbles, environmental degradation, social unease, crime
and violence, not to forget disease. (India has become one of the
world's largest traders in toxic waste) The rate of growth of
employment (far more important than the mere rate of growth) has
remained far too low to give any comfort to ordinary citizens. Most
peoplewould be far happier if the growth rate was halved and the rate
of growth of employment was doubled. Thisis no pipedream. It may,
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after all, turn out to betheway of thefuture.

Around 700-750 million Indians— about two-thirds of the total —
livein the countryside, the vast majority of them supported directly or
indirectly by agriculture. Of these, an estimated 280-300 million are of
working age. If agriculture is increasingly an unviable economic
proposition, as government officials and politicians are themselves
trying to convince us, where are people going to find work? Census
data indicates that, over the next decade, up to 90 million young
Indians will bejoining the workforce. Where are they going to work?
Theinformal sector too hasitslimits. It would thus be most surprising
if the energy of youth does not spill over into the perversion of
violence.

A whole new policy framework is needed for development which
pays long overdue attention to agriculture and the environment,
because ‘development by default’, as the fruition of trickle-down
economics, has long been a vacuous claim. (See, for instance,
Mihir Shah, ‘The Killing Fields of 21st Century India’,
The Hindu, December 18, 2006. http://mww.hindu.com/2006/12/18/
stories/2006121803471000.htm.)

We are a free country. We are not under oath to have to follow
policies of energy and resource-intensive economic growth and repeat
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all the blunders committed by the Western nations. There are other
policy alternativestoday, just liketherewerein 1991, when the Indian
economy was first opened up. They involve, for instance, evolving a
whole new strategy for supporting and strengthening the rural, still
largely agricultural, economy. The National Rural Employment
Guarantee Scheme (NREGS) is just one starting point for such a
“reform of the reforms’. However, midway through the UPA
government’s five-year term in office, there are few signs that it has
truly taken off, even though it waslaunched in 200 districtsin February
2006. When there is so little time to waste, the UPA government has
been dragging its feet on the key election promise in its Common
Minimum Programmefor the 2004 el ections.

In countrieslike India, given the elite-driven growth imperatives of
the economy, socio-economicinjusticeand environmental degradation
are two sides of the same coin. When ecosystems are devastated by
economic activity, local communities suffer most from the ensuing
pollution and loss of access to resources, while beneficiaries live far
from the scene of action. Given the peculiarity of its necessities and
challenges, Indiacould taketheglobal lead in setting an examplefor an
entirely novel form of environmental democracy.

Thiswould achieve many major goalsof policy inthecountry. First,
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through programmes like the NREGS, not only will unemployment
and underemployment (together running into at least tens of millions
of people if not hundreds) be drasticaly reduced, longstanding
environmental challenges like watershed management, soil
conservation and afforestation could be met. Besides, the income that
such programmes will put in the hands of the poor will generate
effective demand to stimulatefurther growthinthelarger economy. As
of now, asnoted earlier, demand can easily get choked off because the
gainsof growth areso narrowly and poorly distributed.

Environmental participatory democracy is also an imperative,
because saving our species from ecological crises in the future will
necessarily involve decentralised decision-making by locally rooted
communities with a lasting stake in the quality of the natura
environment around them. It is not something which can be left with
any wisdom in the hands of private investorsin corporate boardrooms
(or ill-informed bureaucrats in government ones) who take a short-
term, instrumental and commodified view of all nature, using it for
purposes of production, profit-making, and resource-intensive
economic growth, eschewing all democratic practicesand concernfor,
among others, affected communities and future generations of
humanity.
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The question that begs to be asked is: Will policymakers perceive
and grab such aunique opportunity not only to face the environmental
challenge but to heal the age-old, rapidly widening and potentially
explosiverift between Indiaand Bharat?
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The end of poverty? It’s not so simple!

“ Both Chinaand Indiaarestill desperately poor countries. Of thetotal
of 2.3 billion people in these two countries, nearly 1.5 billion earn less
than USS$ 2 a day, according to World Bank calculations. Of course, the
lifting of hundreds of millions of people above poverty in China has been
historic. Thanksto repeated assertionsin theinternational financial press,
conventional wisdom now suggests that globalisation is responsible for
this feat. Yet a substantial part of China’s decline in poverty since 1980
already happened by the mid-1980s (largely as a result of agricultural
growth), before the big strides in foreign trade and investment in the
1990s. Assertionsabout | ndian poverty reduction primarily through trade
liberalisation are even shakier. In the '90s, the decade of major trade
liberalisation, therate of declinein poverty by some aggregative estimates
has, if anything, slowed down. Inany case, Indiaisasyet aminor player in
world trade, contributing lessthan 1% of world exports. (China’sshareis
about 6%.)

“What about the hordes of Indian software engineers, call centre
operators, and back-room programmer s supposedly hollowing out white-
collar jobsin rich countries? The total number of workersin all possible
forms of I T-related jobs in India comes to less than a million workers —
one-quarter of 1% of the Indian labour force. For all its Nobel Prizesand
brilliant scholars and professionals, India is the largest single-country
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contributor to the pool of illiterate people in the world. Lifting them out of
poverty and dead-end menial jobswill remain a Herculean task for decades
tocome.”

— Pranab Bardhan, Professor of Economics at the University of California,
Berkeley, and Chief Editor of the Journal of Development Economics
(http://yaleglobal .yal e.edu/display.article?id=6407)
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