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The saga of Bhilai is an epic story of dedication and faith: dedication to the
cause ofnational development, and a faith in the glorious destiny ofour

beloved Motherland. It is on the strength of these attributes of the
‘Cokective that Bhilai has remained the pace-setter ofour industrial

development and growth.
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GLOBALISATION AND NEO-LIBERALISM
“The Working Class’ presents this Special Issue on
Globalisation and Neo-liberalism to all those inter-
ested in building cooperation and solidarity against
the global offensive ofthe international finance capi-
tal, which is driving the Governments ofall the coun-
tries of the world, towards globalisation and neo-lib-
eralism.
Under globalisation, it is claimed:
* Production and consumption of goods and serv-
ices are organised on a global scale;
* Individuals, Governments, Companies, Trade Or-
ganisations, Political, Social and Cultural groups etc.
of the world are increasing their links and interde-
pendence economically, socially and politically;
* National states are getting together in enlightened
self-interest forming regional economic blocks;
* Governments, Trade and Industry circles, Unions
and Organisations in every. part of the world are in-
creasingly getting impacted by global forces;
* A global cultureis getting entrenched

all
over the

world;
* In short the whole world is reduced to a global
village.
But, in substance and reality, the global economy is
dominated by a few rich, industrialised advanced
capitalist countries. Arrayed before them are the poor
countries ofthe world, described as developing coun-
tries or the ‘third world’.
This domination is ensured by finance-capital and
investment. The trio of World Bank, International
Monetary Fund and World Trade Organisation play
the most important role and weild unlimited power -

power ofmoney.
These international institutional arrangements for
finance and trade, operating through the mechanism
of ‘aid’, loans and trade agreements, occupy the driv-
ing seat in the global financial markets. They ensure
that the neo-liberal economic strategies, which serve
the interests ofthe few advanced capitalist countries,
are ingrained in the economic programmes of the
Governments of the day, throughout the world.
Though it is claimed that globalisation and neo-lib-
eralism would bring down on the earth prosperity,
for all, in reality,its fall outs have been disastrous

for the workers and their families all over the world.
It brings prosperity only to the fewer rich both in the
advanced capitalist countries and in the developing
ones, but deepenes poverty among the common peo-
ple. It has led to worldwide increase in poverty and

inequality, amongst nations, the richer countries are
no exception,and within nations with a few getting
richer and richer and vast majority ofpeople becom-

ing poorer and poorer. It is an attack against labour
and trade unions and also against the humanity.
But, we need to sit up and ponder.
Globalisation is not an inevitable process against
which working people have no power, although its

patrons claim that to be.
No denying that globalisation has raised new and
difficultissues for the workers and the trade union
movement. Its ideologuesand the hired penpushers
of the international finance capital and their agen-
cies are projecting its irreversibility on the one hand,
and glorifying its consequences with a false promise
of a bright future for all,on the other. The media
worldwide is carrying the campaign to confuse
masses and to spread illusion.
But we can take on it and we must take on.
The way out is, more enlightened, united and
broadbased, strong working class action against
globalisation and neo-liberalism.
This special issue, in a series of articles contributed
by eminent persons in their own fields, dealing with
the multi dimensional aspects ofGlobalisation. We
trust that this will help the trade union movement to
devise an overall strategy to fight the menace of
globalisation and neo-liberalism.
We thank all those, who responded with their valu-
able contributions.
Editorial Board
The Working Class

(This special issue is a
supplement to June, 1998
issue of 'The Working
Class’. In view ofthe spe-
cial issue, May, 1998 is-
sue has not been pub-
lished - Editor)
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arious international Conferences on develop
mental issues talk several noble things but no

progress is visible. Rio de Janero Cairo, Copenha-
gen and Beijing meets talked lot ofwishful thinking
about the poor people in the world but the advanced
capitalist countries refused to implement any ofthese
commitments.
The World Summit for Social Devclopment in Co-
penhagen in 1995.with 117 heads of state present
and 185 countries represented, made commitment
to eradicate poverty “We commit ourselves to the
goal of eradicating poverty in the world through
decisive national action and international co-opera-

yy.
tion as an ethical. social. political and economic im-
perative ofmankind”. The summit also accepted to
set national goals, to prepare strategies geared to re-
ducing overall poverty substantially in the shortest
possible time, to reduce inequalities and to eradicate
absolute poverty by a target date to be specified in
each country in its national context.
However, during the last three years the international
experience shows that the poverty has grown and
inequalities have increased substantially. The
number of billionaires in the world has increased
from 358 to 447 with the value of their combined
assets now exceeding the combined income of the
poorest 50 % of the world’s population. up from
45% the year before. It is also reported that 160 inil-
lion children are malnourished, 840 million people
live without secure sources of food and 1.2 billion
lack access to safe drinking water, in the world.
By 1991, the share of richest 20% in the global
economy was controlling 85% of the world income
while the poorest 20% stood at only 1.4%. In 1994,
however, the share of the richest 20% had soared to
86% while poorest 20% had further declined to 1.1%.
Thus the ratio of the richest and the poorest was 30
to 1.35 years ago. while in 1991 it increased alarm

WORLD CAPITALISM
TO-DAY UNDER

GLOBALISATION

ca

M K Pandhe

ingly to 78 to | in 1994. The ratio continues to go up
in the later years making the condition of the poor
worse and worse.
The cost oferadicating poverty in the world would
be much less than $ 797 billion spent in the world on
armament expenditure. The total amount spent on

military by the world powers works out to $ 1.5 mil-
lion. Capitalist society, however, will prefer to spend
on armament than for eradication of poverty. Sur-
vival and progress of armament industry its much
more important to capitalism to-day than eradica-
tion of poverty.
“Globalisation has its winners and its losers” says
the Human Development Report of the UNDP for
1997. Who are the winners? of course the advanced
capitalist countries who reap maximum advantage
of theGATT agreement. The income ofthese finan-
cial sharks is likely to go up by an estimated $ 212 to
$ 510 billion between 1995 and 2001. The same es-
timate points out that the least developing countries
stand to lose upto $600million a year and sub-Saha-
ran Africa by $ 1.2 billion.
The share of the advanced capitalist countries in the
world trade in increasing very fast while the share of
poor countries is declining. The least developed coun-
tries with 10% of the world population have only
0.3% of the World trade. Twenty years ago the same
share was about 0.6%. While for the world as a whole
the ratio of trade to GDP has been rising for the last
decade, for 44 developing countries with a popula-
tion ofmore thana tril-
lion people, it has been

falling in the same pe-
riod.
The Human Develop-
ment Report for 1997
has pointed out how the

developing countries
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lose heavily on account of adverse terms of trade
with the developed countries. It says:
“Even when globalisation reaches poor countries, it
often arrives on very unfavourable terms. Since the

early 1970s the least developed countries have
sufferred a cumulative decline of50% in their terms
of trade. For developing countries as a group, the
commutative terms-of-trade losses amounted to $290
billion between 1980 to 1991. Much of this cata-
strophic fall was due to the decline in real commod-
ity prices - in 1990 they were 45% lower than in
1980 and 10% lower than the lowest prices during
the Great Depression in 1932. But decline in prices
were not confined to commodities. Developing coun-
‘tries terms of trade for manufactured goods also fell
- by 35% during 1970-91"( Page 84).
Asa result of capitalist exploitation, the social dep-
rivation of the people in the developing countries is

increasing at a rapid speed. The UN study revealed
that around 17 million people die each year from
curable infections and parasitic diseases such as di-
arrhoea and tubrculosis. Of the world’s 18 million
HIV-infected people. more than 90% live in devel-
oping countries 130 million children at the primary
level and 275 million at the secondary level are:still
out of school. About 500 million people in develop-
ing countries are chronically malnourished. At 384
per one lakh live births, maternal mortality is nearly
12 times as high as in OECD countries. More than
one third ofthe children in the developing countries
are malnourished. Mortality at 97 per thousand live
births is still nearly 6 times as high as in industrial
countries. About 200 million people are severely af-
fected by detorestation. Every year some 20 million
hectares of tropical forests are grossly degraded or

completely cleared. At the end of 1994, there were
more than 11 million refugees in the developing
world.
This official data speaks volumes of the shocking

conditions imposed by
the advanced capitalist
countries on the vast
majority of the popu-
lation of the develop-
ing countries. This
gives a lie to the argu-
ment that foreign in-

vestment leads to the generation ofjobs and improve-
ment in the living standards ofthe people in the third
world countries. On the contrary the foreign invest-_
ments and loans have squeered the economy of the
developing countries to augment profitability of the
multi-national corporations.
The enormous power the transnational corporation
have acquired as a result ofglobalisation can be seen
from the fact that the combined sales of the 350 larg-
est transnational corporations totaling nearly one
third of combined GNPs of leading capitalist coun-
tries and exceeding aggregate GNPs of all develop-
ing countries including China.
GROWING INDEBTEDNESS OF THE
DEVELOPING WORLD
As a result of growing dependence of the develop-
ing countries on the advanced capitalist countries,
the indebtedness of the third world countries is in-
creasing fast. The total external debt of the develop-
ing countries which was $777 billion in 1980 went
up to $ 2200. 9 billion in 1994. Thus, it has become
nearly 3 times during the period of 14 years. Some
ofthe major countries with extreme levels of indebt-
edness are as below.

a
1980 1994 Debt service as

% of exports |.

($ million)in 1994
Brazil 72,920 151,104 35.8
Mexico $7,378 128,302 35.4
India 20,582 98,990 26.9
Indonesia 20,944 96,550 32.4
Russian Fed. 4,477 94,232 6.3

(Poland
8,297 60,991 14.3

As a result of globalisation, the indebtedness is

mounting every year while a large part of the na-
tional exports are to be pledged for repayment of the
old debts. The country thus goes into the debt trap
from where it is difficult to extricate itself. The coun-
tries whose repayment liabilities are very high are
as follows: Burundi (41.7%), Kenya (33.6 %). Nicva-
ragua (38.0%0, Congo (51.5%), Algeria (56%), Hun-
gary (53%), Argentina (35.1%).
On the whole, the external debt of the developing
countries was 13.2% of the exports in 1980 but it
went upto 16.6% in 1994,

pam
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Though the data for later period is not available,the
repayment liabilities ofthe developing countries have
gone up substantially aftgr 1994. The countries will
be forced to export more and more by reducing do-
mestic consumption in order to repay the past bur-
den. Moreover, the adverse terms of trade is making
the developing world to export at cheaper prices.
These countries thus enter in a vicious circle from
where it is difficult to come out. The talk of elimi-
nating poverty thus becomes a mirage for the devel-
oping countries and the living conditions continue
to deteriorate while the profit of the MNC continue
to mount higher.

_ The Human Development Report 1997 has, there-
fore. noted: “The highly indebted poor countries need
debt relief now - not at some indeterminate point in
the future. Providing effective relief to 20 worst af-
fected countries would cost between $ 5.5 billion to
$ 7.7 billion - less than the cost ofone stealth bomber
and roughly equivalent to the cost of building the

Euro-Disney theme park in France. The meagre fi-
nancial costs contrast with the appalling human costs

- of inaction” (Page 93)
The lack of unity among the developing countries is

reducing their assertiveness. This helps the advanced
capitalist countries to take their pound of flesh from
the developing countries. The question of morato-
rium on debt payment has been raised in an isolated
manner from time to time. If. however, developing
countries come together, reduce their competition
to sell at cheaper price to advance capitalist coun-
tries and take a firm stand against depredations of
WTO, it is possible to achieve moratorium on debt

payment without which the economies of develop-
ing countries cannot advance in any meaningful
manner.
The people in the advanced capitalist countries have
also become victims ofcapitalist countries have also
become victims of capitalist exploitation and their
deprivation is also on the increased. According to
UN study nearly 2 million people are infected with
HIV. More than a third of adults have less than an

upper secondary education. The total unemployment
rate in the advanced capitalist countries is now more
than 8 per cent and is likely to continue or increase
in the forthcoming period. The rate among the youth
is nearly 15% while the number of jobless person

has exceeded 30 million in these advanced capitals
countries women continue to suffer from the paugs
of inequality and the wage rate for women is still
only two thirds that for men.
More than 100 million people in these advanced capi-
talist countries live below the official poverty line
and more than 5 million are homeless. The crimes
are increasing day by day and nearly !30,000 rapes
are reported annually in the age group 15-59 years.
Each year damage to forests due to air pollution leads.
to economics losses of about $ 35 billion.
INABILITY TO USE NEW TECHNOLOGY
As the feudal society was incapable of developing
productive forces after the advent of machine pro-
duction, the present day capitalism is unable to de-

velop productive forces to their full capacity. de-
spite advent of introduction ofautomation and com-
puterisation in production process. The technologi-
cal advance.has been so powerful and widespread
that its use in production process can revolutionalised
the productive forces and the consumers goods can
be produced manifold to satisfy the human needs.
However, this development cannot take place under

capitalist mode ofproduction. When the technologi-
cal advance has been so fast the capitalist system is

suffering from acute stagnation and GDP ofmost of
the advanced capitalist countries is almost station-
ary. The growth of GDP per annum for the last 25

years in major capitalist countries clearly indicate
this aspect as follows:
USA 1.5%, Canada 0.7%, Germany 2.5%, UK 1.8

%, Italy 1.3%, France 1.4% Switzerland 0.7%, Aus-
tralia 1.3% Japan 2.7%, Russian Federation -1.8%.
The above data clearly points out the failure of the
capitalist system to develop productive forces by uti-
lising to the fullest extent the modern technology.
The capitalism can produce but not sell due to its
own contradiction. The growing poverty and unem-
ployment is a direct product of capitalism. which
results in shrinking of

,

market for the products
produced by capitalist
enterprises.
Therefore the multina-
tional companies give
more emphasis on
maximisation of profit

they
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and not on production. If higher production leads to
fall in prices ofcommodities capitalism sees that pro-
duction is curtailed. The call given by oi! producing
countries recent meeting to reduce the production of
oil to maintain the high price level is indicative of
this trend. The growth of speculative activities has
resulted in diversion of funds from industrial pro-
duction to speculative activities has been a promi-
nent phenomenon ofpresent day capitalism. This has

prevailed upon some economists have also called the
. behaviour.of multinational companies and IMF as
vulture capitalism.
The individual ownership ofmeans ofproduction is

coming in open conflict with more socialisation of
production process. The entire purpose of produc-
tion becomes profit for the individuals and not so-
cial good. Even the World Labour Report 1997-98
published by the ILO has to say the following:
“Even in most industrialised countries, jobs and
worker protection are becoming increasingly inse-
cure. The diversity of situations and interests seri-
ously undermines internal cohesion of national so-
cieties, causing or risking the marginalisation ofsec-
tions ofthe population.Many key figures are express- .

ing indignation, stating that man is not a machine or
a commodity - and emphasising that the laws of the
market, left to operate unhindered, may well give
rise to a society which favours the strong and
marginalises the weak.”
The depredations of market economy under
globalised capitalism has given rise to unprecedented
social inequalities at a global level which has practi-
cally frozen social development.
RUIN OF THE SMALL SCALE AND
‘TRADITIONAL INDUSTRIES
In their reckless search for market the globalised
monopoly capital is hitting hard at the small scale
and traditional sectors ofdeveloping countries. There
are not leaving a single product whichever they can

capture in the domes-
tic market. In India
they are entering even
the manufacturing of
pickles or selling of
spices to earn profit
and throw out ofmar-
ket the indigenous in-

dustries.
In developing countries small scale industries pro-
vide jobs to a large segment of population. The clo-
sure ofthese units is naturally creating a serious eri-
sis in the domestic industries with the spectre of un-
employment looming large before them. The agri-
cultural sector also is not free from their clutches.
As a result of this, there is practically a planned
deindustrialisation of national economies is taking
place in the developing countries which in the long
run will spell disaster in the economies of develop-
ing countries.
THE DISMANTLING OF PUBLIC SECTOR
The World Bank and the IMF have made public sec-
tor and financial sector as a major target of their at-
tack. The role this sector plays in buildinga self re-
liant economy is the main cause of this desperate
attack by the IMF. With public sector out of the their
way the multinational companies will be having their
sway over the national economies. In India the na-
tional economy is receiving a severe set back due to
drive towards privatisation. The disinvestment of
public sector at throw away prices ultimately ena-
bles the multi-national companies to control the core
sector of economy. The profit hungry private sector
is out to grab the precious national industrial base
on a platter.
Capitalism under globalisation has certainly inten-
sified the exploitation of the working class and the

poor people all over the world. The structural ad-
justment is objectively in favour ofmonopoly capi-
tal. As noted by the Human Development Report
1997,” The principles offree global markets are nev-
ertheless applied selectively. If this were not so the

global market for unskilled labour would be as free
as the market for industrial country exports or capi-
tal. Global negotiations ae moving rapidly towards a
free world market in foreign investment and serv-
ices. But intervention in agriculture and textiles an
obstacle to developing countries, remains high.
Lacking power, poor countries and poor people too
often find their interests neglected and undermined.”
This admission by a publication of United Nations
Development Programme (UNDP) underline the fal-
lacy of the claim that capitalism provides answer to
all the worlds problems. The Report further
notes,”with expansion of trade and foreign invest-ae
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ment, developing countries have seen the gaps among
themselves widen. Menwhile in many industrialized
countries unemployment has soared to levels not seen
since the 1930's, and income inequality to levels no
accorded since the last centry.”’ (Page 82) (Empha-
sis added)
This ghastly situation created by globalisation is

throwing the entire world into a new unprecedented
crisis. The exponents of free private enterprise can-
not hide this hard reality from the world to-day.
GLOBALISATION IN CULTURE
The imperialist offensive in Cultural field is neces-

sary for the globalised capital. The rapid changes in
information technology and growth ofelectronic me-
dia has considerably helped the monopoly capital to
spread decadent ideology among the mass of peo-
ple. With 1.2 billion TV sets all over the world the

Monopoly capitalists are in a position to divert the
attention of the people to escapist ideas and sway
them away from the struggle against monopoly capi-
tal. Sex, crime and anti-struggle ideas are sought to
be propogated through the electronic media. U.S.
‘exports more than 120.000 hours of television pro-
gramming a year to Europe alone and the global trade
in these programming is growing by more than 15%
a year.
The UNDP has noted in World Development Report
1997-98:
Even crimes -whether relating to drugs, abuse of
women, embezzlement or corruption - transcend
frontiers and have become similar everywhere” (Page
83)
CHALLENGE BEFORE THE WORLD T.U.
MOVEMENT
The Globalisation of economy thus poses a power-
ful challenge to the Trade Union movement all over
the world. The trade union movement is sought to
be marginalised in all the continents. In Europe and
USA the monopoly capital has now decided not to

recognise the trade unions are directly deal with the
unions. Undertakings without unions have already
emerged in some of the advanced capitalist coun-
tries. .

The present sorrowful division in the international
trade union movement is a big factor that is being
used by the globalised monopoly capital to advance
their selfish interests. Some of the ICFTU unions in

the world have openly come out in support of
globalisation.
The march towards globalisation can be halted if the
trade union movement rises to the occasion and fight
an international struggle against the depredation by
the globalised capital. It is possible to work out al-
ternative methods of international economic co-op-
eration keeping in mind the interests of the people
all over the world.
However, the offensive ofglobalisation is so power-
ful which has got new teeth after dismantleing of
socialism in USSR and Eastern European countries,
that world capitalism has been able toimpose addi-
tional burdens on the working classes and the toiling
masses. This has resulted in situation changing in
favour of the monopoly capital round the world.
The resistance of the working class and the people
has not been commensurating with the serious na-
ture of the offensive - the lack of sufficient class
consciousness among the working class has resulted
in creating illusions among the sizable section of the
working class.
The working class in different parts of the world
through their experience have come in the arena of
struggle to resist the offensive ofglobalisation. These
local struggles should be properly co-ordinated. The
unity of the world working class will definitely have
sufficient strength to defeat the offensive of the
globalised capital. The last year’s International T.U.
Conference against globalisation held in Havana was
no doubt a beginning of the international working
class coming together in the common struggle against
globalisation and neo-liberalism,
Indian working class can play an important role in
the worldwide developments against globalised capi-
tal. Let us strengthen our struggle against the poli-
cies of globalisation in India and make our honest
contribution to the worldwide struggles. It is this path
alone that will save the world against the threat posed
by the offensive of
globalisation.
If the working class of
the world unites against
globalisation it will
definitely lead to the
final doom of the
globalisation itself!
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he very term “globalisation” has achieved the
status ofadogma in current discourse. It is now

axiomatic that the world economy is more integrated
than ever before, that this has meant a substantial
erosion of the policy autonomy of nationa! govern-
ments, and that the changes in technology and in or-

ganisational methods of production and distribution
have rendered this integration irreversible. It is of-
ten further assume (by those who believe that this

process is a benevolent and progressive one) that this
globalisation implies that there will be a universal
tendency towards materia! betterment in conditions
of living, a general convergence of incomes and liv-
ing standards, and to achieve this more rapidly and

effectively. developing country governments in par- .

ticular should seek to liberalise their domestic econo-
mies in order to integrate more completely with world

capitalism.
This perception ofglobalisation is a flawed one, and
that the process is at once less radical and more com-
plex than is generally assumed. This in turn means
that the implications for national economic policy-
making are different. and require a completely dif-
ferent approach to the process of engagement with
international economic forces. These arguments are
developed below.
In the first section. I try to situate the current ongo-
ing process of economic globalisation in its histori-
cal context, in an attempt to show that this is not a
“new” phenomenon. is in many respects a repetition
ofcertain patterns of the late 19th century. However,
certain important aspects of the current process do
mark significant departures from the past, and these
are noted.
In the second section. | consider specifically the na-
ture of international capital flows. and their effects.

Globalisation and
national economic policy:

Myths and responses
Jayati Ghosh

The third section deals with some of the observed
effects of the most recent phase of globalisation, in
relation to the claims that are generally made for it.
The final section is concerned with reactions, in terms
of the pressures for accelerated international cco-
nomic integration that emanate from developing
country elites, as well as the particularist responses
that this has generated. It is suggested that there may
be alternative (“nationalist”) strategies of engage-
ment with the international economy, that may al-
low for more democratic and sustainable patterns of
development formost of the citizens of the develop-
ing world.
I HISTORICAL CONTEXT
There are at least three crucial senses in which the
world economy today is actually less integrated than
it was a century earlier. This suggests that much of
the emphasis on the novelty and revolutionary na-
ture of the current globalisation process is exagger-
ated. despite some obvious ways in which the inter-
national economy has changed in the past few dec-
ades. Yet, as argued below, there are changes which
are significant, but they have meant a slightly differ-
ent pattern of globalisation than what is generally ,
presumed.
EXTERNAL TRADE
Consider first the growing importance of external
trade. This is frequently cited as one of the more sig-
nificant manifestations
ofglobalisation, and it
is certainly true that for
many economies the
share of external trade
in GNP is greater today
than, say, halfa century
ago.Yet. when the
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yardstick of comparison is the-relative importance
of foreign trade during the late 19th century, the cur-
rent period appears as much less remarkable. Thus,
the share of external trade in the GNP ofthe United
Kingdom in 1870 was nearly 30% that is one and a

half times the ratio prevailing more than a century
later; while forthe US the ratio was roughly the same
as today, at around 7%. The ratios of trade to na-
tional income were much higher for the African and
Asian colonies, where trade shares typically ranged
trom one-fourth to one-third of national income,
whereas for most countries in these regions today
(barring the high-exporting East and Southeast Asian
countries) they are around half their earlier level. This
is equally true for the Latin American countries.
The feeling that international trade has grown sub-

stantially comes about because of the massive de-
cline in such trade after the collapse of the Gold
Standard and the restrictions of the inter-War years.
after which they have recovered slowly in the post-
war period. It is true that for the past decade, world
trade growth has been faster than world output
growth, but this was also true of the late 19th cen-
tury. Indeed, it is noteworthy that particular relation-
ship has been reversed in the past two years : since
January 1994, when the World Trade Organisation
was officially set up. world trade has decelerated to
halfof its previous rate, and this slowing down has
occurred despite the slight recovery in world output.
Moreover. international trade which is supposed to

equate prices across countries through international
goods arbitrage. leads today to a degree of corre-
spondence in price movements which ts actually sig-
nificantly lower than it did a century ago. Some of
this is in fact a result of the greater volatility of ex-
change rate movements, which makes companies and
traders tess willing to react to short-run changes in
nominal exchange rates unless they are assured that
these are pa.ts of secular trends. This also reflects a

change tn the internal
structure of most capi-
talist economies which
makes them less re-

sponsive to interna-
tional price linkages
and more prone to
pricing to particular

segmented markets, largely because of the impor-
tance of oligopolies in production. Furthermore, an
increasing share ofworld trade is now dominated by
multinational companies in their internal and exter-
nal transactions. This shift in the pattern of interna-
tional trade apart from being dominated by relatively
homogenous products towards the greater role of
product differentiation means that oligopolistic rents
absorb much more of the “gains” from international
trade than ever before.
PEOPLE, THE IGNORED LOT
The second sense in which the world economy is
less integrated today relates to the variable that is all
too often ignored in economic discussion - people.
The 19th century was marked by great waves of la-
bour migration which transformed not only the
economies ofdifferent societies but also, and utterly,
their societies. The earliest began well before the 19th

century but was still significant until then, that is,
the transportation of slaves from Africa to the West-
ern hemisphere to work in plantations and elsewhere.
Then came the movement ofwhite Europeans to the

euphemistically named “areas of white settlement”
(a terminology which effectively ignores all the
claims to existence of the indigenous populations)
such as North and South America and Australasia.
Finally, there was the movement of indentured la-
bour and other migrants from the Indian sub-conti-
nent to the West Indies, Fiji and other islands, and to
Africa.
Contrast this to the so-called “global village”of to-
day, with its elaborate controls on the movement of
labour. One of the significant features of the inter-
national economy today is precisely the restricted
extent of labour movement? even as capital flows of
all descriptions are being deregulated and provided
much greater freedom ofoperation. It must be borne
in mind that in the recently concluded GATT nego-
tiations and in the newly-constituted WTO, the
“movement of natural persons” remains the single
area which is still subject to the greatest degree of
national control, and where the freedoms given to

people to migrate are pitiful in the extreme. This has

substantially affected the bargaining power ofwork-
ers in relation to domestic and international capital.
CAPITAL FLIGHTS
The third indicator of globalisation is the one that ts
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the most frequently cited and possibly the least un-
derstood - international capital movements. Much is
made of that fact that these flows have increased

substantially over the past fifty years and now domi-
nate the world balance of payments in terms of ac-
counting for over 95 per cent of the value of all in-
ternational transactions today. This. therefore, ap-
pears to be the most definitive indicator of increas-
ing global integration. Yet a reading ofhistory calls
into doubt some of the current perceptions regard-
ing the novelty of this pattern. In fact, the more sub-
stantive (that is,
long-term) in-
ternationai capi-
tal flows of the
recent past are

relatively minor
when compared
to the enormous
and prolonged
flows that
marked the late
19th century,
especially when
these are con-
sidered in rela-
tion to the na-
tional incomes
of the time.
Thus. today
there is much talk ofhow major external imbalances
between the important industrial countries are main-
tained by flows of international capital. Yet the most

prominent deficit. that on the US external current
account which is said to have sucked in so much of
the rest of the world’s savings, at its height in the

period 1985-89 amounted to just 3% of US GNP.
The major capital exporter of the recent past - Japan
- has run current account surpluses amounting to not
more than 4% ofGNP. By contrast, the most impor-
tant economy in the heyday of the internal Gold
Standard (1875-1914) ran current account surpluses
ofmore than 5 per cent, and sometimes as high as 7

%, for more than three decades. The US in the 19th

century ran substantial current account deficits of
around 5% of GNP for nearly halfa century, while
some countries like Canada showed very high defi-

cits in the first 15 years ofthis century, often as high
as 13% ofGNP. The large - and sustained - capital
flows which such surpluses and deficits entail in rela-
tive terms would be simply unimaginable today.
These historical flows were primarily long-term in
nature (even when they were portfolio investment in

developing country infrastructure sectors) and there-
fore, their ability to transform the productive struc-
tures of recipient countries was correspondingly
greater. The US of the 19th century is a prime exam-

ple ofhow industrialisation was effected largely with
the catalyst arid

facility of con-
tinuous net capi-
tal inflows. By
contrast, the
greater share of
international
capital flows to-
day is of the
short-term
speculativetype,
and this has
much more in
common with
another phase in

history: thein-
ter-War years.
and particularly
the 1920s, when

destabilising “hot money” flows were the order ot
the day among industrial countries. These were not

responsible for growth as much as destruction, and
they ended up being more divisive than integrating
of the different economies that constituted the world
at the time.
However, there are ways in which capital mobility

°

has become fundamentally more international in na-
ture and integrative in effect thanin the past.

Theserelate to the enhanced ;

mobility of finance
capital and the inter-
nalisation of produc-
tion through multina-
tional firms. It is true,
as noted above, that
earlier periods in his-
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tory have been marked by a commanding role of fi-
nance, the most recent being the inter- War period of
this century. The difference is probably in the sheer
scale of operations of the largest players, and the

highly concentrated and oligopolistic structure which
allows a few agents to influence the course ofcur-
rency and capital markets worldwide. independent
of the desires of even the most powerful govern-
ments. The spread of finance capital. and its funda-

mentally footloose nature, are such that no country
can afford to ignore it altogether, without precipitat-
ing capital flights or harming its own development.
MNCs FLEX MUSCLE
Similarly, the internationalisation of production in
itself is not a new phenomenon, and indeed foreign
ownership as a proportion of domestic was more in
most countries at the turn of this century than it is

today. But what is new is the sheer scale of today’s
multinational companies, and the relative autonomy
they can maintain vis-a-vis developments in any par-
ticular economy. Perhaps in no other period has the

oligopolistic thrust towards the centralisation ofpro-
duction been as truly international as it is today, with
different countries and regions being pulled into one

production/distribution network through the vertical
integration of one large company. Technological
changes have been as significant as organisational
ones in allowing this to occur. This ts marked for
companies dealing in services as for those in manu-

facturing, and has a number of implications. The
globalisation of operations gives a greater flexibil-
ity and more bargaining power to MNCs in dealing
with various national governments, and allows them
to circumvent particular laws by a simple transfer of
operations elsewhere. It also means that production,
distribution and pricing in national markets are in-
sulated to a significant degree from exchange rate
fluctuations. A further implication is that multina-
tional capital now requires global fora for lobbying,

bargaining and lever-
age, rather than a mul-
tiplicity of different

stitutional construc-
tion of the World
Trade Organisation re-
flects this changed re-

national fora. The in-

quirement.
Ina related way, another qualitative change concerns
the way the recent globalisation has affected people.
It is true, as mentioned above, that the actual flows
of labour migration today are a pale shadow of the
huge migrations of the 19th century. However, un-
like then, when the working classes moved, today it
is the elites and what are fuzzily known as the “mid-
dle classes” who are the most affected. Never in his-

tory has the international demonstration effect been
so pronounced as it is today, with the spread of tel-
evision and other media, the transnational reach of
advertising, the greater facility of travel and com-
munication, and the sheer ideological attraction of
being part of the cosmopolitan aristocracy of the
world. This in turn means that in every country, in-
cluding the poorest developing nations, the elite
strives for greater integration into the international

economy, regardless of the requirements or aspira-
‘tions of the greater part of the population in their
countries.
Il INTERNATIONAL CAPITAL FLOWS,
EFFECTS
The most widespread and persistent myths which

point to the positive effects ofglobalisation, particu-
larly for developing countries, relate to foreign capital
flows. Indeed, just as foreign investment played a
critical role in the industrialisation of the United
States in the 19th century, it is seen today to provide
hope, for rapid industrialisation to the developing
world. Thus, it is argued that FDI provides essential
supplements to domestic savings and investment; it
raises rates of growth of output and employment in

host countries; it provides much needed access to
new technologies of production, organisation and

marketing; it is a handmaiden of not only growth
but also trade, creating further integrative links be-
tween countries; it spreads the world’s investible
resources more efficiently, thus reducing waste and
slack: and so on. In short, the solution for all poor
(and not so poor) developing countries is to attract
as much FDI as possible, which will set in motion a

virtuous cycle of expansion, higher investment. ‘ind

higher standards of living.
MYTH OF FOREIGN INVESTMENT
This is a myth of fairly recent vintage : even three
decades ago, the dominant attitude within develop-

oti“,
mt,

_ THE WORKING CLASS June. 1998 |14



ing countries towards multinational investment was
one of mistrust and suspicion, and the multinational
companies themselves tended to preserve low pro-
tiles and not broadcast their activities, even as they
continued to expand into developing countries. The
recent veneration ofmultinational investment as the
crucial (if not only) hope for development is related
to anumberofother changes: the revival of substan-
tial long-term cross-border capital flows, measures
towards liberalisation of such flows as well as of
current and capital account transactions in both de-
veloped and developing countries, the reduced ac-
cess of developing countries to official foreign aid
due to greater miserliness ofOECD governments as
well as the reduction of developing countries’ ac-
cess to transnational bank credit following the ex-
ternal debt crisis of the 1980s.
However, the barest description of foreign invest-
ment in its most “beneficial” form (that is, in FDI)
suggests that the actual picture is far more complex.
Recent patterns of FDI, as evident from the World
Investment Report published by UNCTAD, suggest
that FDI has been very different from the equalising
force ensuring harmonious economic growth across
the various regions of the world. Thus, total FDI
flows into developed and developing countries
surged by 40% in 1995, to reach the very high level
of $315 billion. Consequently FDI has become the
single largest item in net private capital flows, par-
ticularly into developing countries. FDI inflows into
developing countries increased by 15% in 1995, In
the period 1991-94, FDI flows increased at an aver-

age rate of 12.7% per annum, well above the annual

average increases in total gross fixed capital forma-
tion at 4% and in exports of goods and non-factor
services at 3.8%.
REVEALING FACTS
However, these figures suggest a much higher rate
ofasset creation through FDI than actually occurred,
for a number of reasons. First, the dominant share of
all FDI in 1995 (73%) was accounted for by mergers
and acquisitions, which do not represent new invest-
ment or asset creation but simply result in changes
in the ownership of existing assets. The share of
mergers and acquisitions was especially high for
FDI into the industrial countries, particularly in
Western Europe but also in the US. In the develop-

ing and formerly socialist world, most FDI similarly
was concerned with acquisition of existing assets
rather than the creation of new ones. Thus, privati-
sation programmes in several formerly socialist and
developing countries, in which public assets have
been sold (often preferentially) to foreigners, have
boosted figures of aggregate FDI and created an il-
lusion ofmuch more new investment than has actu-

ally occurred.
This has also led to the “lumpiness” of FDI figures
in such countries, with some years when major as-
sets were privatised showing very high inflows. In
the period 1991-94, 49% ofthe FDI into Central and
Eastern Europe and 17% ofthe FDI flows into Latin
America, resulted from foreigners’ purchases ofpri-
vatised assets.
Second, even this FDI has been very unevenly dis-
tributed across regions. Thus, developing countries
received less than one-third of total world FDI in

1995, at $ 100 billion, and ofthis, 34% went to Chine
alone. Another 31% went to other Asian countries

primarily the four “second-tier” NICs of Indonesia
Malaysia, Philippines andThailand. The spotty anc

relatively low FDI into both Latin America and Cen
tral and Eastern Europe was mainly related to priva
tisation programmes, and was highly concentrate:
even within these regions. South Asia and West Asi
continued to receive relatively modest inflows at $2.
billion and $2.5 billion respectively in 1995. FC
inflows into Sub-Saharan Africa were less than $

billion, with 60% going to resource-rich Nigeri
alone.
Thus, only a handful of countries in the developin
world experienced FDI inflows of any significance
while most countries received capital inflows th
are negligible in per capita terms.

Third, these FDI flows may have more than double
over the past five years, but their share of total car
tal formation remains very small, at 4% for deve

oped countries and 7 %
for developing coun-
tries. It is only in the

newly-industrialising
economies ofAsia that
both inward and out-
ward FDI flows have
become substantial in

| June, 1998 THE WORKING CLASS



relation to domestic formation. In this region they
are also linked with changes in trade patterns, through
an investment-trade nexus that reflects the spatial
diversification of some export-oriented production.
However, in most developing countries such flows
have hardly involved any addition to new capital for-

mation.
Finally, the sources ofmost FDI - the large multina-
tional corporations - have become even more domi-
nant in the control of international production and
Histribution. The top 100 MNCs, which are all from
he developed industrial countries, have approxi-
mately $1.4 trillion worth of assets abroad and ac-
Fount for around one-third ofglobal FDI stock. Their
ssets, sales and profits have all increased substan-
ially in the past five years, but the same is aot true
or their total employment, which has stagnated.
OMESTIC INTEREST SACRIFICED
hese features simply express the limited nature of
he FDI that has been taking place in the recent past.
ut there are other important questions about the
esirability and effectiveness of such flows in gen-
ral for developing countries. Earlier assessments of
ne role and impact of FDI in developing countries
rere based on questions which had a basis in eco-
omic theory but also involved a lot of common
pnse. Thus, itwould typically be asked whether such
ivestment constituted a net addition to the coun-
ly’s investible resources or simply substituted for
pmestic investment. The next question would re-
te to the foreign exchange flows resulting from such

/vestment. Since most FDIs result in subsequent re-

L sition ofprofits and dividendswhich usuallywipe
it the original inflow within about five years, the
sue of how much foreign exchange would be gen-
ated (through exports) or saved (through import
'bstitution) in. FDI-based production would be ana-
sed. Ifnet foreign exchange outflow is viewed as a
st, then it would be asked to what extent this would

be balanced by the
benefits of increased
access to new tech-
nologies, additional
employment genera-
tion, and so on. The
effects of MNC entry
on domestic market

structure and the possibility of increased industrial
‘concentration would also be considered.
The very fact that these issues are largely ignored in

today’s discourse indicates how far elites in devel-
oping countries are willing to sacrifice basic domes-
tic interests in return for the insidious attractions of
foreign capital. This is even moremarked when other
forms of foreign investment, such as portfolio capi-
tal flows, are considered. Such flows registered a
marked increase to developing country “emerging
markets” in the 1990s, as a result of a combination
of factors. These included the wave of financial de-
regulation that has swept the developing world since
the mid-1980s; the increasing need of international
assetmanagers, including pension funds which have
been growing in size, to diversify their portfolios in
order to assure larger returns, and the economic
slump in rich industrial countries, which reduced
rates of return on capital investments made there and
forced mobile capital to seek alternative avenues for
investment. This wave has already diminished in

strength, and most developing country equity mar-
kets have experienced the negative effects ofdecel-
erating net inflows of foreign portfolio capital.
SPECULATIVE OPERATIONS
Because the focus in these investments is on capital
gains rather than the predicted income stream, they
are essentially speculative in nature, and therefore
as potentially destabilising as other explicitly specu-
lative forms ofcapital flow. These short-term flows
now dominate all international capital flows, which
gives rise to misgivings about the efficacy of such
capital market integration as a means of transferring
resources internationally. Not only are international
capital markets today very hierarchical, oligopolistic
and skewed, they are also notoriously imperfect in
their operations. And their behaviour over the past
decade suggests that they are clearly not efficient in
any sense of the term.
This is evident in two important areas. While the mo-

bility of capital internationally has increased con-
siderably over the past fifty years and especially in
the past decade, it has not resulted in equalisation of
rates of return or rates of wages across countries.
There is no indication that capital typically moves
from capital-rich to capital-poor countries; rather, the
evidence all along points to the geographical and in-

ax
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come-wise concentration of capital. Similarly, the
growing capital flows have not resulted in a substan-
tial transfer ofsavings from high-saving to low-sav-
ing countries, even among the group of industrial
countries (except for the much-publicised example
of Japan’s capital exports to the US). This is clear
from the fact that while savings rates across coun-
tries show very wide variation, the range of differ-
ences in the ratio of current account to GDP is much
narrower, so that variations in investment rates are
not much different from those in savings rates. Ulti-
mately, therefore, the past decade and more have
shown very little of the kind of sustained transfer of
investible resources that characterised some parts of
the world in the latter part of the 19th century, and
the nature ofcapital flows themselves indicates that
they have not at all been efficient distributors of in-
ternational resources. Thus, this most convincing of
indicators of globalisation is not all that compelling
in terms ofestablishing its advantages.
It! GLOBALISATION: CLAIMS AND
EFFECTS
Advocatesof the current pattern ofglobalisation sug-
gest that it is particularlymeritorious because it pro-
vides an opportunity for the vast bulk of the world’s
population, many of whom still live in conditions
that barely ensure survival, to “catch up” materially
with the more privileged richer minority. Yet the evi-
dence that we already have suggests that this pattern
ofgrowth is one which is fundamentally inequalising.
The process of global economic integration that we
can observe thus far, has been one which concerns
and benefits large international capital in its various

_
forms, and increases worldwide economic concen-
tration as well as greater inequality in incomes and
in access to resources. This is evident from some of
the data relating to patterns ofgrowth in the past two
decades (as presented in the Human Development
Report 1996).
PATTERN OF GROWTH
The first point relates to just how limited growth has
been for large section’s of the world’s population.
Purely in terms ofgeographical distribution, around
1.6 billion people (more than one-fourth of the
world’s population) live in countries in which aver-
age incomes have actually fallen over the past dec-
ade or more. By contrast, the number of people liv-

ing in countries where average incomes have risen
in real terms is slightly less than that, at below 1.4
billion. In 70 countries per capita incomes are less
than they were in 1980, and in 43 countries (many of
which are in the continent of Africa) such incomes
are less than they were in 1970. In just the four year
period 1990-93, average incomes fell by a fifth or
more in 21 countries, mostly in the formerly social-
ist countries of Eastern Europe and the CIS. Coun-
tries like Russia have experienced historically un-

precedented declines tn average living standards.
which have in turn precipitated a social disintegra-
tion and a collapse ofdemographic indicators which
point to crisis. Even in several countries in which
average incomes have risen, including those in Asia,
worsening distribution has meant that there aremany
more poor people in terms of absolute number than
two decades ago.
The inequalising and therefore “ruthless” nature of
the growth process currently in operation is revealed
most dramatically in the worldwide gaps between
rich and poor, which have widened even faster in
the recent past. The gap in per capita income be-
tween industrial anddeveloping worlds hasmore than

tripled , from $5,700 in 1960 to $15,400 in 1993.
Between 1960 and 1991, the income share ofthe rich-
est 20% of the world’s population rose from 70% to
85%, while the income share of the poorest 20% of
population fell from 2.3% to 1.4%. In fact, the in-
come shares ofmore than 85% of the world’s popu-
lation actually fell over this period. The ratio ofshares
of the richest to the poorest groups doubled from
30:1 to 60:1. This has also been reflected in the grow-
ing concentration ofassets. Thus, today the net worth
of the world’s richest people, the 358 dollar billion-
aires, is equal to the combined incomes of the poor-
est 45% of the world’s population, that is 2.3 billion
people, who are likely to hold assets worth even less
than this.
UNEMPLOYMENT,
OPEN AND
HIDDEN
One of the important
reasons why economic
growth related to the
globalisation process
has been so iniquitous
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is because it has effectively been “jobless”, in that
the employment generation involved in income-gen-
erating activity has been insufficient to meet the
needs of the growing world population. Labour re-
quirement per unit ofoutput value has actually fallen
not just in most activities, but for gross production.
This has meant very high rates of open unemploy-
ment in Europe and disguised or unrecorded unem-
ployment in countries like the US and Japan, high
unemployment rates despite rapid economic growth
in some Asian countries, and absolute falls in aggre-
‘gate employment in parts of Latin America and Af-
rica. The tremendous human and social waste in-
volved in the unemployment of labour is one that is

simply not calculable, and the presence of such un-

employment in most areas of the world is a major
indictment of the nature of this economic growth.
In addition, much of the current high growth is also
“voiceless”, in that it comes from countries which
deny democratic voice to large sections ofthe popu-
lation. Indeed, the untettered functioning ofmarkets
in their desired “ruthless” fashion would actually
require some degree of lack ofdemocratic voice. The
denial of social and political! participation goes hand
in hand with the economic disenfranchisement of
marginalised groups - and this is a process which is
not confined to authoritarian polities, but is spread
.across many so-called democratic societies in both

developed and developing worlds.
Similarly, the growth pattern has been “rootless” in
its largely unthinking elimination of various forms
of social. cultural and economic identity. This is re-
lated to its celebration and encouragement of the
market-driven “homo economicus”, working out all
costs and benefits in rational choice-theoretic terms.
One of the saddest and yet most frightening aspects
of recent capitalist growth is precisely this. Thus.it
reduces human nature to its most narrow and self-
seeking aspect, and defines its goals in the most in-

dividualistic and ulti-
mately non-creative
way. As a result it is
able, through the sheer
force of the economic
incentives offered and

pressures created, to
mould societies and

people in this restricted image, where potentially vast
motivations are squeezed into the straitjacket of
purely material and commercial aspirations. Thus it
is that paradoxically, the process of capitalist
globalisation becomes simultaneously the celebra-
tion of economic self-interest; and inequalities are

sought to be justified and made acceptable by hold-
ing out the slender hope that every individual has a
chance to gain by winning out over his or her peers.
IV TOWARDS DEMOCRATIC,
SUSTAINABLE DEVELOPMENT
The real globalisation occurs in the mind. Posterity
may recognise that the most critical globalising force
of the closing years of the 20th century has been not
necessarily in the realm of economic policies, but in
dominant ideologies and in the intellectual approach
of the elite in different countries. There has been in
recent years a distrubing sameness and lack of im-
agination about the ways in which economic policy
makers in different countries have approached the
task ofeconomic transformation, in terms ofembrac-
ing free market ideology. But it is quite evident that
the actual operations of integrated and “globalised”
markets do not necessarily unify and homogenise the
world (except in the most trivial sense) but instead
tend to aggravate and perpetuate inequalities.
DANGEROUS TENDENCIES
The tragic irony is that the response of those across
the world who are affected adversely by this new
international regime has not been an alternative in-
ternationalist vision, but the rediscovery of local,
particularist loyalties along with a greater fracturing
of and conflict within previously accepted national
units. This is true, ofcourse, of resurgent fundamen-
talism in the Third World - whether Islamic, as in
much ofAfrica and Asia, or of the Hindutva variety
evident in India. But it is also true of revanchist and
neo-fascist forces which have gathered strength al-
most everywhere in Europe, or the religious-based
militaristic extremist groups in the US. All of these
right-wing tendencies articulate the insecurities, both
economic and cultural, ofpeople whose governments
have succumbed to the lure ofglobalisation. And their
vocabulary increasingly echoes concepts such as
“self-reliance”, “neo-colonialism” or “cultural im-
perialism” usually associated with the Left. But, by
attacking minorities and existing trade union move-
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ments more vehemently than anything else, these
tendencies are essentially divisive and ultimately
weaken the ability of people all over the world to
withstand the inequalising march of today”’
globalisation.
One real danger ofthese right-wing tendencies is that

by donning an explicit and exclusive majoritarian
garb in each country in which they operate, they seek
to appropriate the mantle of “national sovereignty”
and in doing so they sour the concept itself. Yet, much
as it may be misused by the dangerous forces of re-
action and ridiculed by the mouthpieces of interna-
tional capital, “national sovereignty” remains an im-
portant concept. The politics of nation states, espe

cially democratic ones, is still one arena in which
the collectivity of people can hope to fashion some
resistance to the onslaught of international capital.
This is particularly so given that in the present con-

juncture, economic globalisation has integrated al-
most everything except, most crucially, workers and
people, who increasingly have nowwhere to go but
where they already are. This suggests that it is nec-

essary to be nationalist not so much because there is

any intrinsic value in such perceptions of nationhood
and the nation-state, but because the nation remains
the only feasible terrain in which struggles against
largemultinational capital and its allies can be waged.
The perception that pits nation against nation in an
economic war is fundamentally false particularly in
the current conjuncture, since the major victories in
the international arena are being won today not by
countries, but by large capital in its various manifes-
tations against working people across different na-
tions.
BATTLE AGAINST INEQUALITY
This is as true of the relevant features of the GATT
agreement which ease all restrictions on the cross-
bordermovement ofindustrial and trading capital as
it is of the ability of free-moving financial capital! to
impose its “discipline” on countries such as Mexico.
Economic nationalism, which limits the sway of such
capital within particular national boundaries and al-
lows for patterns of growth and development which
are more favourable to workers, is required there-
fore as a weapon in the flight against the spreading
powers of large multinational capital. To that extent,
nationalism is critical because it lays the basis for a
broader and more potent internationalism.
For this to be successful ultimately, those battling
against inequalities in their own countries must forge
bonds with similar groups in other parts of the world.
The word “international” was once a necessary pre-
fix to all socialist and communist movements. Re-
claiming that space
from global capital is
the real task which now
confronts those who
truly want to reform the

unacceptable nature of
the new world or-
der.
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he capitulation on the part of the Narasimha Rao
government in the mid-summer of 1991 to ex-

ternal pressures. leading to acceptance of the Fund-
Bank Structural Adjustment Programme, was not in
consonance with any well-conceived economic de-

sign. It was a panic reaction, and the panic was the

product ofa fear psychosis induced by the pro- West-
ern establishment in the country.
What exactly was the problem? It was sought to be

explained at the time of the great surrender that our
foreign exchange reserves were exhausted, so that
the country was in no position to mect past commit-
ments on account of external debt, short, medium
and long-term: in case we failed to obtain fresh fi-.
nancial accommodation. we would have to default
on our payments, which was supposedly not a greater
sin in international economic relations. Those goad-
ing the nation to fall in with the Fund-Bank prescrip-
tions argued that since we had at that point of time
reserves which were barely equivalent to a fortnight’s
imports, there was no alternative to a comprehen-
sive surrender to the terms and conditions set by the
U.S. dominated international financial institutions if
the economy were to be saved from total ruination.
SAME PRECARIOUS CONDITION
Is the situation qualitatively any different today
though? Our foreign exchange reserves are now of
the order of 24 billion dollars, which would cover
roughly eight months of imports. But the compo-
nents of these exchange reserves are worth noting.
As much as 10 billion dollars represent deposits
placed with our banks by Non-Resident Indians, 7 to
8 billion dollars are investment in our stock ex-

changes by foreign institutional ivesiors and the ies
represent the accretion from a number ofshort-term
borrowals by both the government and the private
sector. If, for whatever reason, the rupee weakens in
the international currency market and this weakness

No Alternative?
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persists for some while, our exchange reserves would
once again come under pressure: the NRIs as well as
foreign institutional investors might almost overnight
pull out that money.
We. therefore, remain in as precarious a position as
we were in 199]. Despite the so-called reforms a re-
enactment of the drama ofa sudden disappearance
ofexchange reserves is not at all a remote possibil-
ity. What has happened during the past year in South
Korea, Thailand, the Philippines and Indonesia pro-
vides a clear warning signal to all developing coun-
tries: once a group of speculators start playing ne-
farious games in the foreign exchange market, our

exchange reserves may suddenly go down the drain
in toto.
Have there been any other gains from our embrac-
ing the Structural Adjustment Programme? The an-
swer once again has to be a vigorous no. Consequent
to the injunction set by the Fund-Bank masters, pub-
lic investment has shrunk. There has, however, been
no corresponding increase in private development
outlay including in the form of foreign direct invest-
ment. As a result, capital formation is down in both

industry and agriculture. It is, therefore, no surprise
that the rate of growth in both industry and agricul-
ture in the nineties is lower than what it was in the

eighties. Thanks to the official policy of denying
budgetary assistance and bank credit to industrial
units in distress, including public sector undertak-
ings, many factories have either closed or are oper-
ating under great strain.

Unemployment has
grown by leaps and
bounds. In the abscnce
of fand reforms, de-
mand has tapered off,
Which too has affected
economic growth,

53
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STANDARD, NEGATIVE RESPONSE
The political leadership. who had no faith in them-
selves and the nation, have allowed the situation to
deteriorate from year to year. Their standard re-

sponse to queries. why the disastrous policies and
measures ofthe “reforms” have not been reversed. ts
that no alternative is in sight.
Is that at all a correct proposition? Our rulers have
opened up the system in the hope that foreigners will
help us in capital formation activities as well as in

absorbing a part of the goods we produce. Actually.
following liberalisation. our exports have barely im-
proved while imports have advanced rapidly result-
ing nan enlargement in the deficit in the country’s
balance.of trade.
Suppose we abandon the ‘reforms*: what sort of ca-
amity can then betall the nation? A little analysis
will show that the circumstances are not as bleak as

they are made out to be. Our dependence on foreign-
ers Is currently to the extent of 4% of our gross do-
mestic product. Should we decide to go back on the
‘reforms’ and reintroduce some minimum controls,
such as on the flow of imports and the outflow of
foreign exchange. the worst scenario would be that

foreigners might stop sending their money to us. In
other words. we would. henceforth. have to do with-
out the equivalent of 4 per cent of gross domestic
product which is made available to us currently by
foreigners in the form of goods and services.
fs such a contraction in our demand for foreign goods
bevond our capability? In rupee terms, the contrac-
tion will mean cutting back national demand for for-
eign goods by something like Rupees -12,000 crore.
In case we set restrictions on the import of luxury
goods and inputs for luxury manufacture, that itself
would contribute to a substantial saving of foreign
exchange. May be to. the extent of as much as Ru-
pees 8.000 crore or thereabouts. A saving of another
rupees 4.000 crore ts achievable by selectively econo-

mising both in con-

sumption and in the

pattern of investment
expenditure so that the
demand for foreign in-

puts declines. This is
achievable even with-
out affecting the in-

duction of state-of-the-art foreign technology in nec-
essary areas.
MINDSET TO CHANGE
There are countries in the world which have done
without foreign goods either because foreigners have
refused to trade with them or because these coun-
tries firmly believe in the philosophy of economic
self-sufficiency. What they have done—and we have
very much in mind countries like Cuba—can also be

accomplished by us if only the ruling class can be

persuaded to change their mind-set. India is a coun-
try which has a huge reservoir of natural and min-
eral resources of various descriptions. It has already
a deep and wide industrial and agricultural base on
which further progress can easily be achieved. The
country also possesses a skilled technological and
scientific manpower base, the size of which is sec-
ond only to that of the United States of America.
To get away from being subjugated by the forces of
imperialism and neo-colonialism would call for a

policy of restraint, particularly in consumption. It
would mean a deliberate policy designed to cut down
the import content of both investment and consump-
tion. Should we succeed in our effort, there would
be no question ofour facing economic disaster. The
major impact on the economy of the changes ush-
ered in would be a forced lowering, in the often vul-
gar conspicuous consumption levels currently
flaunted by the affluent set. What is remarkable is
that once we introduce this shift in policy, that would
simultaneously imply a reduction in the inequality
of incomes within the system.
To put it in simple terms, at the moment we are en-
joying a living standard equivalent to 104. The al-
ternative policy frame will mean only bringing this
down to the level of 100. Those who suggest that to
do so is an impossibility are the real enemies ofthe
country. .
A point may be made that in the event ofour forsak-
ing the Fund-Bank path of ‘reforms’, our outstand-
ing foreign debt being in the neighborhood of 100
billion dollars, foreign creditors could try to be nasty
with us. But we are a sovereign nation of one hun-
dred billion people; in case we stand resolute, these

foreign creditors will come to the negotiating table
and agree to re-schedule servicing of past loans. In
fact, it is they who will be without an alternative!

<a
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he IMF and the World Bank - the Bretton Woods

twins as they are called - were conceived at the
United Nations Monetary and Financial Conference
held in July 1944 at the sleepy village of Bretton
Woods, New Hampshire, USA. (Hence the title, the
Bretton Woods twins).
The inter-war period had been characterised by ‘trade
wars’ between the industrial countries, and the situ-
ation could only be described as chaotic. By mid-
1944, Allied victory in the war seemed to be a mat-
ter of time: and John Maynard Keynes initiated a

discussion among the highest policy makers as to
the matter of organisation of world trade after the
war. In the USA also. Harry Dexter White - with
the experience of the Great Depression of 1929 and
its aftermath - was concerned about how best to go
about organising the smooth flow of trade after the
war.
TO AVERT TRADE WARS
Keynes was primarily concerned with the problem
of exchange rate fluctuations which disrupted trade
and which during the inter-war period - had forced
countries to impose diverse kinds of trade restric-
tions which evoked similar responses from countries
aftected by these restrictions. How could one find a
solution to the problem of temporary external pay-
ments deficits (which had led. in the inter-war pe-
riod, to competitive trade wars)?
Keynes proposed the setting up of an international
(banking type) institution which would provide ‘over-
draft’ facilities to members running a temporary pay-
ments deficit. and which would at the same time,
avoid excessive credit or debit balances, the latter to
be regulated in terms of ‘quotas’ to be assigned to
different member countries. The ‘quotas’ were to
be fixed on the basis of the value of pre-war world
trade of different members; and these quotas would
set limits to overdraft facilities.

IMF AND WORLD BANK:
GENESIS, FUNCTIONING

AND ROLE TODAY\__

ARUN GHOSH

Harry Dexter White proposed a slightly different
form oforganisation. He proposed creation of a
Stabilisation Fund wherein members were to be, si-
multaneously, stockholders, customers (for purposes
of borrowing) and depositors. The currency of all
transactions was to be on a parity (of each currency)
to gold.
THE FUND AND THE BANK
It was, finally, a combination of these two ideas
which led to the creation of the International Mon-
etary Fund, with ‘quotas’ of different member coun-
tries being based on a new set of criteria (including
the GNP, the total external trade and other param-
eters), 25% of the quota being contributed by each
country in terms ofgold (to be 4eld by the IMF), the
balance of the contribution being in its own currency.
The USA being the most important member, and the
US dollar being the most coveted currency in the
world at that time, effectively, the Fund’s resources
were limited to the gold subscription by members
and the dollar subscription by the USA (for 75% of
the value of its quota), augmented by whatever ad-
ditional resources the Fund was able to raise in the
financial markets.
While discussions on diverse parameters - and the
rules of operation - of the Fund were being debated,
Henry Morgenthau, then Treasury Secretary in the
USA, proposed the simultaneous establishment of a
Bank for Reconstruction and Development (IBRD
for short) as a companion agency to the IMF. To
Morgenthau goes the
credit for looking
ahead to the problem of
rehabilitation of war

ravaged Europe, and
the need for long term

financing of such de-
velopment. Eventu-
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ally. in 1948. "Marshall Plan aid’ took over the task
of rehabilitation and repair of the extensive damage
(during the war) to production facilities in Europe
and Japan; and the IBRD. once set up, began gin-
gerly to look at the problem of financing the eco-
nomic development ofhitherto less developed coun-
tries. Though the initial efforts of the IBRD were
cautious - opinion in financial circles being that the
first priority was to allow the private sector to “in-
vest” - the IBRD gradually took up the task of fi-
nancing infrastructure development in the less de-

veloped countries.
It is important at this juncture to emphasise two

points. First. right from the inception, the IMF was
somehow oriented to West European ideology - its

Managing Director being by convention a seasoned
banker from Western Europe - while the IBRD has

always been a US dominated institution, its Presi-
dent being virtually nominated by the US President;
and therefore, the policies of the IBRD have been
dominated over the years by policies favoured by
the US Administration from time to time.

Secondly, and this is an important point to note, both
the IMF and the IBRD have undergone significant
changes over the years. not only in the manner and

pattern of financing but also in the matter of ‘ideol-
ogy to be promoted through the power over large
resources. (In a way, the “Cold War’ which charac-
terised the world until the collapse of communism
in Eastern Europe. commencing from 1989, very sig-
nificantly affected not only the lending policies but
also the ideology of the Bretton Woods twins).
Just two examples would suffice to illustrate the point
made above, regarding the fundamental changes that
have occurred over time in the character and role of
the two institutions. Take the IMF: the Fund - as

envisaged at Bretton Woods - was to determine, and
to lend support for the par values of different cur-
rencies (Which were initially fixed in relation to the

price of gold, at $ 35

per Troy ounce). But
after the USA untlater-

ally announced (4n
1971) the non-convert-
ibility of the US dollar
to gold at the parity
price, that system

broke down: and after a tortuous period following
the “Smithsonian Agreement’ (of 1971). the entire
system collapsed in 1973. leading to the abandon-
ment of fixed exchange rates (as approved by the
Fund). and the emergence ofan era of “floating cur-
rencies”; and according to many observers, the Fund
lost its raison d'etre in 1973.

Secondly. the IBRD - the name of which was changedD
‘to ‘World Bank’ during the early sixties - has also

changed over time. In 1960, the then President of
the World Bank. Mr.George Woods, proposed - and
succeeded in getting approval to his proposal - the
creation of an affiliate the International Development
Association (IDA) for making soft loans for very long
periods. IDA credits are usually for a period of 35

years. with only a small ‘service charge’ (and no in-
terest); and these credits are to be given to poor de-.
veloping countries which do not have the means to

repay commercial loans, the resources being intended

primarily for the development of infrastructure. (It
would be only fair to record that India has been the

largest recipient of IDA assistance thus far: but then,
India has also been the largest political democracy
in the world, struggling to break out of the syndrome
of low income - low savings - low capital formation
- low productivity of labour - low income),
During the "Cold War’ it was the clear policy ofthe
US State Department to assist in ‘capitalist develop-
ment’ around the world. Indeed. one has only to
examine the level ofUS assistance - and the indirect
encouragement accorded - to countries like Japan,
South Korea, Taiwan province ofChina, and a whole
lot of other countries. The IBRD (redesignated the
World Bank) was essentiaHy a policy instrument of
the USA, for fostering ‘capitalist development” in
as many countries as possible; and it did not matter
an iota whether the countries concerned were politi-
cal democracies or run by dictators, as long as they
subserved the US objective ofcapitalist development,
STRUCTURAL ADJUSTMENT POLICIES
The changes rung in by the IMF and the World Bank
may be very briefly narrated As far as the Fund is

concerned. after 1973. it has steadily changed its

sights and expanded the horizons of is actryities.
Two useful policies evolved even before 1973 were,
first. the Compensatory Financing Facility (in 1963)
to ease the problems arising from the decline in com-

4oR
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modity prices and the deterioration of the terms of
trade ofprimary commodity producing countries; and

secondly, (in 1969) the Fund set up the Buffer Stock
Fina.ucing Facility. But, more important, in 1969, the
Fund established the ‘Special Drawing Rights’
(SDRs) - and the distribution of the SDRs - which
were, in a way. analogous to Keynes’ concept of a
universal currency (the Bancor). In 1974, the Fund
started giving medium term assistance to members
with balance of payments problems arising from
structural economic changes.
Indeed. it is from this point onwards that the IMF
has very definitely changed its character. While giv-
ing such
loans,
the IMF
evolved
what

come to
b e
known
a S

Struc-
tural
Adjust-
ment
Policies
(SAP).
The
SAP introduced very different ‘conditionalities’ on
the borrowing countries, well beyond the original
purposes of the Fund, beyond its jurisdiction, and
intervening in a whole range of domestic policies
wherein the Fund has neither the expertise nor the
wisdom to devise separate policies for different coun-
tries,
CONDITIONALITIES
Indeed, the IMF has just two prescriptions for every
country in balance of payments difficulties: defla-
tion internally, and currency depreciation externally.
That these medicines do not work in all situations,
that its interventions with SAP are totally unwar-
ranted - and indeed detrimental to the interests of
the hapiess borrowing countries - have been demon-
strated by many eminent economists; yet, of late, the
IMF has proceeded to impose its will - and its au-

thority - over developing countries ina manner that
has been decried by even well-known votaries of the

free market system.
Even the arch-conservative journal, the London
Economist in an Editorial titled “new illness, same
old medicine”, (Vice, Economist, dt. 13 December.
1997) and Prof. Jeffrey Sachs. Director of the
Harvard Institute of Development (in Time Maga-
zine, New York, Dec., 1997) have decried the pre-
scriptions of the IMF in the context of the recent

currency turmoils in East and Southeast Asia, Prof.
Sachs having described the IMF prescription as a

part of “one-remedy-suits-all” philosophy.
If this
ap -

proach
were
merely
due to
stupid-
ity or

igno-
rance,
one
could
have

cess-
fully
argued

with the protogonists of these policies. Unfortunately.
the truth is a little more bitter. Ever since the Reagan-
Thatcher era, the philosophy of the World Bank -

and its junior cousin now, the IMF - has changed.
From the philosophy of the IDA. namely. the need
to extend long term assistance tor infrastructure de-

velopment, the guiding philosophy of the interna-
tional lending institutions now ts based on the so-
called “Washington consensus’, with the guiding phi-
losophy being that the
“market” - meaning
thereby the financial
market - is the best
allocator of. all re-
sources under all cir-
cumstances. The State
is seen as an “inter-
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3. Small, low income countries
(a)Balance on current a/c
(excl.official transfers) (-)1
(b)Net credit from IMF (-)
4.Least developed countries
(a)Balance on current a/c
(excl.official transfers)
(b) Net credit from IMF
5. Countries with recent debt
servicing problems

(a) Balance on current a/c
(excl official transers)
(b) Net credit from IMF
Source - Graham Bird.

Table | - IMF Lending in relation to Balance of Payments Problems(In US Dollars Billion) )
1985 1986 1987 1988 1989 1990 1991 1992 1993

|.African developing countries
(a)Balance on current a/c

(excl. official transfers) (-)5.1 (-)14.4 (-)10.4 (-)16.6 (-)14.4 (-)10.3 (-)12.1 (-)16.0 (-)15.3
(b) Net credit from IMF 0.1 (-) 1.0 (-) 1.1 (-) 0.3 0.1 (-)} 0.6 0.2 (-)0.2 -
2. Asia
(a) Balance on current a/c
(excl.official transfers) (-)18.7 (-)1.1 14.8 2.6 (-) 8.1 (-)10.0 (-)10.2 (-)25.2 (-)31.2
(b) Net credit from IMF (-)1.0 (-)0.9 (-) 2.4(-)2.4 (-) 1.1 (-) 2.4 1.9 1.9 -

(-) 9.1 (-) 9.7
103.OH.(-)0.1 (-)0.3 -

4 (-)16.4 (-)17.3 (-)18.4 (-)18.8 (-)19.4 (-)19.56(-)03 - (-)06 04 0.2 -

4 (-)11.3 (-)13.0(-)13.1 (-)13.6 (-)13.6
(-) 0.2 (-) (-) 0.4(-) 0.1 0.2 -

(-)22.5(-)48.2 (-)31.3 (-)38.4 (-)31.1 (-)31.0 (-)38.3 (-)52.2 (-)50.9
1.7(-) 1.0 (-) 1.8(-) 1.3 (-) 0.5 0.4(-)10 ()I8 -

2.3 (-)13.0 (-)1
0.2 (-) 0.9

0.3

/
loper™, State intervention inevitably leading to “rent
seeking” by those in power. That, in fact, under the
system of laissez-faire - gradually pushed into the
forefront since eighties - wage incomes all over the
world have declined, social security expenditures
have been pared down, and the share of interest and
profits (or rental incomes) have been steadily on the
increase in nowhere pointed out forcefully.
NEO-IMPERIALIST DOMINATION
Indeed. of late the unholy ‘triad’ of the IMF, the
World Bank and the WTO have been used relent-
lessly to impose a neo-Imperialistic domination, by
the developed countries of the world, over all less

developed countries. The penchant of the IMF/World
Bank for capital account convertibility - and where

that is not feasible, for
financial sector re-
form’ and opening up
the domestic financial
sector to foreign com-
petition - leading to
virtual capital account
convertibility intro-

duced by the backdoor - is nothing short of imposi-
tion of the dominance of international finance capi-
tal over the economies of developing countries.
The TRIPS and TRIMS Agreements under the new
GATT - overseen by the WTO- are calculated to

impose the domination of the poor countries by the

capital rich countries. The imposition ofthe ‘Wash-
ington consensus’ as the economic philosophy to be

imposed on all countries is the means of imposing a
neo-colonial era of exploitation of the resources of
all developing countries. ,
Indeed, in an epochal study of the evil effects of the
pattern of “globalisation” now imposed on he world,
‘two senior journalists of Der Spiegel, Hans-Peter
Martin (Bureau Chief in Vienna) and Harald:
Schumann (Bureau Chief in Berlin) (see The Gilo-
bal Trap, Zed Books, London and New York, 1997)
have powerfully exposed the inherent inequalities
being perpetrated today, intensifying a world divide
into a 20:80 society, with 20% of the workforce get-
ting increasingly richer, with 80% to be dependent
on ‘tittytainment’, a combination of nourishment

(provided by charitable institutions) and “deadly en-
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tertainment’, calculated to introduce soporific stu-

por.
That is where the policies of the IMF and the World
Bank, now aided by the WTO, is leading the world.
Perhaps it may be useful at this juncture to produce

- two sets of data in regard to the volume of lending
by the IMF and World Bank in recent years. These
data would indicate how - with even negative net

lending in recent years - these international finance
institutions have yet exercised a wholly dispropor-
tionate influence on economic policy making in the

developing countries.
Table 1 (see box above), extracted from Graham
Bird: IMF Lending to Developing Countries.
Routledge, London and New York, 1995, gives the
data in regard to IMF lending in relation to balance
of payments problems, over 1985-1993.
Taking all the developing country groups in balance
of payments difficulties, the net lending by the IMF
(to all the above groups) is indicated (for different
groups) in Table. In 1985, net lending has been a

_ meager $ 1.7 billion (in respect of countries with
recent debt servicing difficulties), when their aggre-

gate balance on current account was (-) $ 22.5 bil-
lion. For the same group, when the current account
deficit peaked to $ 52.2 billion (in 1992), there was ~

negative net lending by the IMF to the tune of$ 1.8
billion.
Turning to World Bank/IDA operations, Tables 2 and

3(see boxes ) extracted from S.L.N. Simha :Fifty
Years of Bretton Woods Twins, IFMR, Chennai,
1996, indicate, yet once again, that net disbursements
together over 1986 to 1995 - were negative in all
years except 1985, 1986 and 1990; and in fact, the
World Bank had an enormous amount of negative
net lending in all years, the amount being (-) $ 8.5
billion in 1994.
Indeed, looking at the total interest income of the
World Bank - at a colossal $ 8.2 billion in 1995 - one
is left wondering at the net contribution ofthe highly
paid and ‘insolent’ bureaucracy of the World Bank,
to resolving the problem of ‘development financings.
(The ‘insolence’ of the Bank staff becomes clear -

when one realises that in 1993/1994, Mr Lawrence
Summers, then Vice-President of the World Bank,
published a paper suggesting that since the “marginal
disutility’ of ‘environmental pollution’ is low in de-

veloping countries, it would make economic. sense
not only to transfer polluting industries to the devel-
oping world, but also, in fact, to ‘trade’ the ‘wastes’ -

(nuclear or otherwise) of developed countries for a

price. The sheer arrogance of the suggestion defies
all description in printable language).

MACHANISM FOR DOMINATION
To sum up, the recent activities of the IMF and the :

World Bank - of late assisted by the WTO, these
international institutions have now become no more :‘

than mechanisms for the extension of the emerging
neo-Imperialistic domination by developed countries
over the developing countries of the world.
In India. these “pressures” have been patently obvi-
ous for some time. In-
deed, as far back as
November 1992,
Hamish Hamilton - the
New Delhi representa-
tive of the Fur Eastern
Economic Review,
published from Hong

( Table 2 - Lending operations of the World Bank/
IDA(Disbursements in Billions of Dollars)
World Bank IDA Total ofWorid Bank and IDA

1947-60 39 - 39
1961-70 64 17 81
1971-80 227 ~«.~=—«90 317
1981-85 354 116 470
1986-90 565 171 736
1991-95 592 255 847
Source: SL.N. Simha: Fifty Years ofBretton Woods Twins [FMR,

Chennai, 1996, p.356. /
Table 3 - Net Disbursements by the World Bank

(In US Dollars Billion)
Net Disbursements Interest. Net Bank Net IDA
by Bank (i.e. Income Transfers Disburse
minus repayments) -ments
of capital.

1986 4.4 4.7 (-) 0.3 3.0
1987 3.7 6.2 (-) 1.5 2.9
1988 3.4 6.8 (-) 3.4 3.2
1989 19 6.7 (-) 4.8 3.4
1990 5.7 6.8 (-) 1.1 3.6
199] 2.1 7.8 (-) 5.7 4.3
1992 1.8 7.9 (-) 6.1 44
1993 2.3 8.1 (-) 5.8 4.6
1994 (-)0.7 7.8 (-) 8.5 5.1
1995 0.9 8.2 (-) 7.3 5.2

Source
2 SLN. Simhe, op.cit.,p.367
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Kong - had reported the “kicking” of the Govern-
ment of India by the World Bank and the Asian De-
velopment Bank, in order to speed up the privatisa-
tion of India’s oil industry: and Catherine Caulfied
(vide. Matters of Iflusion: The World Bank and the

Poverty of Nations, Macmillan, London, 1996) has
even stated that the 1992-93 Budget of the Govern-
ment of India - a'Top Secret! document until placed
before Parliament - was sent to the World Bank for

approval and modification before presentation to
Parliament.

We. in India, have no means to verify the above state-
ment: but is a view printed and published (by re-

puted publishers like Macmillan); and to date, nei-
ther the World Bank nor the Indian Government have
thought it fit to repudiate the statement.

Finally. the attitude of the Bank (and the Fund) is

nothing new. Bank assistance for projects/pro-
erammes has always been subject to the veto power
of the rich and powerful countries. The promised
World Bank aid for the Aswan High Dam in Egypt
was denied in the 1950s because Gamal Abdel Nasser
had the temerity (then) to recognise Communist
China, (Never mind that the same Communist China
is NOW an important trading partner of both the USA
and the European Union.Economic interests of the
(sreat Powers come first).

Toend this story, one can ask withjustification: What
is structural about the Structural Adjustment Loans
given by the IMF and the World Bank? The trans-
formation of an agrarian economy to an industrial
one. the raising of labour productivity, are
structuralchanges. But. the objectives of SAP and of
jouns given on “conditionalitics” imposed under SAP
are quite different. Obviously, perceptions vary. But,
roan average Indian. the approach of the IMF/ World

Bank to developing
countries would ap-
pear to be little differ-
ent from the approach
of the traditional In-
dian moneylender in

respect of the poor
peasantry in India.

>
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fter the completion of the Uruguay Round of
GATT negotiation and the formation of the

WTO, a fierce debate between the developed coun-
tries and the developing countries has come on the
surface,
Unfortunately, the trade unions of the developed
-countries and the developing countries are also di-
vided on the issues. Even the left wing trade unions
in the developed countries have taken stand in fa-
vour of the "Social Clause’. while most of the trade
unions of the developing countries are opposed to it.
This tssue is closely connected with International
Trade and International Labour Standards and the
role of the WTO.
Now, ILO has also been involved in this debate. The
Director General of ILO is taking a position in fa-
vour of the “Social Clause’ as appeared from his re-

port ofthe last session of ILO in 1997,
This article seeks to trace the course of events lead-
ing to this debate as it affects trade unions also. CITU
has taken a firm and unambiguous stand against the
“Social Clause’.
THE CHANGING ROLE OF DEVELOPING
COUNTRIES IN INTERNATIONAL TRADE
The role ofthe developing countries in international
trade has undergone a seachange over the years.
Many ofthem are decreasingly dependent upon ex-
ports of raw materials to pay for their imports. They
have themselves become producersof manufactured
goods.
The output ofmany regions in the developingworld
has been growing over the last two decades at a sig-
nificantly faster rate than that of developed coun-
tries. According to the estimates of the World Bank
this trend ts Thely to continue. Already. the devel-
oping countries are close to reaching the output fev -

els of the developed countries (about 43% of world
output). The developing countries have also been

International Trade, WTO and

International Labour Standards:
The Debate On Social Clause

NLA
ad

Sukomal Senfe

increasing share ofmanufactured goods in their ex-

ports by conscious policies. both for adding value to
their exports and to promote employment opportu-
nities, Share ofmanufactures in the total exports of
developing countries has now increased to 60%
frome level of 5% in 1955. These trends apparently
reflect incrcasingjob opportunities in the develop-
ing countries.
The growth ofoverall output. manufacturing and ex-

ports of developing countries and their increasing
transition from production of primary to manufac-
tured goods have been feasible largely owing to trans-
fer of technology, capital flows and
transnationalisation ofproduction. In the process. the

employment profile of the working people in devel-

oping countries has also undergone transformation
in terms of occupational shifts of the workers from
low skilled to higher skilled jobs involving speciali-
sation and use of technology. Access to higher skill:
and technology has implications for comparatively
higher wages and better working conditions.
The driving torces of international trade have tendec
to transnationalise and multinationalise manufacture
in preferred locations in developing world whic!
offer comparative advantages.
The urge of the developing countries to expand pro
duction to avail of the export opportunities conse

quent on trade liberalization, combined with struc
tural reforms has stimulated international flow «

capital. It has been estimated that investment in Asia
developing countries ts

over 30% of their GDP.
The search of capital-
rich developed coun-
tries to maximize the
returns on their capital
is also reflected in this

buoyancy of business

_ (Sune, 1998

as
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investment. This. in turn, enhances remittances of
incomes earned overseas leading to further economic
growth with the possibility.of employment genera-
tion.
International capital flows into developing countries
including through investments in portfolios, have also
surged because of greater integration of the interna-
tional financial markets. Enterprise-level cross-bor-
der operations and use of external financial markets
have been facilitated by liberalization of trade in serv-
ices,
URUGUAY ROUND TRADE
LIBERALISATION AND IMPACTS
It is in this background that the Uruguay Round of
trade liberalization negotiations were completed and
the Agreement under the Round took effect from
January 1, 1995. The outcome involves:
Non-tariff barriers to be phased out or reduced. (Mul-
tifibre Arrangement trade in agriculture etc.)
Progressive liberalization oftrade in services (bank-
ing. insurance, financial services, telecommunica-
tions, and air transport) and commitments on mar-
ket access.

Protection of Intellectual Property Rights (IPR)
Computer Programes - Trade marks - Industrial
esigns
Removal of restrictions on Trade Related Investment
easures (TRIMs).

According to an estimate ofGATT: World trade in
jhe year 2005 would be higher by US $ 745 billion
by 12%) at 1992 prices, over what it would have
peen without the Uruguay Round. Significant in-

treases are likely to be in the sectors of clathing
(60%). textiles (34%) and agriculture, forestry and
ishery products (20%).
Pountr ies which are dependent upon primary com-

nodity exports may not be in a position to gain ad-
lantages from the liberalism of trade in manufac-
ires. The price and income elasticities of demand

for primary commit-
tees are low. Trade
barriers in respect of
these commodities are
also low already. In
this sense also, pri-
mary commodity-de-
pendent countries may

not gain. This would be the case with several Afri-
can countries.
Latin American and Asian economies may expect
some gainers because of their already diversified and
fast diversifying manufacturing and export bases.
This new situation has set in motion various proc-
esses of economic integration i.e., through creation
of free trade areas, customs unions, common mar-
kets, economic unions etc.
In the free trade areas, tariffs are abolished as be-
tween participating countries while customs unions
maintain their own external tariffwith non-partici-
pating countries. Common market permit the use of
free movement of goods, labour and services. Eco-
nomic unions, of course, would need considerable
harmonisation of national economic policies. Total
economic integration may mean unification ofmon-

etary, fiscal and social policies. But it is not an easy
process as is seen in the current attempts for creat-
ing a common market and common currency in the

European Union.
The scramble formarkets has, indeed, spawned sev-
eral regional integration efforts - the European Un-
ion, NAFTA (North American Free Trade Agree-
ment), and APEC (Asia Pacific Economic Coopera-
tion Forum). There have been regional integration
efforts in Latin America (MERCOSU for example)
and Africa also (COMESA - Common Market for
Eastern and Southern Africa). The latest in the se-
ries of integration efforts is, ofcourse, the agreement
to have by the year 2005 A.D. the Free Trade Asso-
ciation of the Americas.
WTO- A NEW ORGANISATIONWITH NEW
POWERS
The Geneva-based GATT has, after 46 year's, taken
anew name - the (WTO)- and acquired some new
features. This is the ultimate result of the comple-
tion of the uruguay Round Trade Liberalization Ne-
gotiation.
“But every country maintains its right to say: so
what’. The only difference here is that when you say
‘so what’, you know that the other party has the abil-
ity to force you to consider having to pay con1pensa-
tion and, alternatively, to be certain you wil, suffer
retaliation, one U.S. official said. “So there vvill be a

pain for saying rio. But you don’t lose the right to
say no.”
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The WTO is different from the GATT in several

important 'respects that will narrow the scope for
unilateral action. First, the WTO will oversee rules
in a much broader range of trade issues than the
GATT- issues ranging from intellectual property and
services to textiles and investment. Second, the WTO
has much stronger dispute settlement procedure.
Third, it provides a certain permanence that GATT -

initially meant as a temporary replacement for the
failed International Trade Organization following
World War II - did not have. Fourthly, the new or-

ganisation, has the ability to tell a country that it vio-
lated a trade obligation.
Also, unlike the Tokyo Round trade accord concluded
in 1979, when only a handful of countries signed
individual codes
of conduct in
such areas as

dumping, na-
tions that joined
the WTO must
agree to accept
automatically all
the uruguay
Round accords
without excep-
tion. For exam-
ple India, a

country that has

long opposed
more stringent
rules on pharma-

THE CALFBORNOFA PATENTED COW WOULP BELONG NOT TO THEFARMER
BUT TO THE COMPANY THATBRED THE COW.

periods, the WTO will have a General Council com-

posed of representatives of all WTO members, that
will meet generally once monthly. The General
Council will oversee the running of the dispute-set-
tlement body and the trade policy review mechanism,
under which the trade policies of individual WTO
members will be examined periodically.
Under the General Council will be several subsidi-
ary bodies, including a Council on Trade in Goods,
a Council on Trade-Related Intellectual Property
Rights, and a Council for Trade in Services.
The accord on the WTO also includes a non-appli-
cation clause stating that a country that is currently
a GATT member and that accedes to the WTO has
the right not to apply Uruguay Round provisions to

trade with
countries, such
as China, that
later may ac-
cede to the
WTO.
In fact, the
WTO is an US
concept
strongly sup-—
ported by the
developed
capitalist
countries and

imposed on the
third world
countries. In
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ceutical patents,
will now be pressurized to implement the intellec-
tual property accord which includes specific rules
on patents.
Like the GATT, the WTO will facilitate the imple-
mentation and administration ofthe Uruguay Round
accord, will provide a forum for future multilateral
trade negotiations, will conduct periodic reviews of
member country trade policies and will cooperate
with the World Bank and the International Monetary
Fund toward achieving greater coherence in global
economic policymaking.
Also like the GATT, it will have a secretariat headed
by a director-general. It will meet in ministerial ses-
sion at least once over two years. During the interim

final analysis it
will benefit more the developed countries than the

developing ones.
FIRST-WORLD CONCERNS ABOUT
PROSPERITY
While the Uruguay Round has been yet another ma-

|

jor mile-stone in the liberalization of world trade,
new concerns and ap-
prehensions have come
to be articulated: threat
of low cost competition
from developing coun-
tries and job losses in
the developed; damp-
ening of real wages and

U
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widening wage inequalities in developed countries
on account of increased imports of labour intensive
products allegedly produced under lower labour
standards: likelihood of social issues like labour
standards being wiclded for protectionist purpose on

alleged grounds of “social dumping”. potential of
unilateral national actions to neutralize disadvantages
arising out oftrade liberalization ete. It ts these con-
cerns and apprehensions that lead to the issue of the
social clause.
‘The controversy of the social clause, in fact, arises
out of the linkage between international trade, in-
vestinents and jobs. The debate in Europe, particu-
larly. has centred around job-threats on account of
apprehended “delocation”, that is. translocation of
enterprises In developing regions, especially asia. on
consideration of jow wage. In this context. an un-

derstanding of the comparative cost implications of
off-shore investments and dynamics of international!
division of labour would be of help:
About halfof all foreign direct investment in devel-
oping countries is in mining or services which can-
not be exported from developed countries and so in-
volves ftte relocation ofjobs.
A significant part of international trade takes place
within the multinational corporate world. The proc-
esses of production are spread across units of the
same enterprise with multinational locations. Con-
sequently. international trade on the products be-
comes intracorporate. Loss ofjobs, ifany. in the proc-
ess get more than offset in such circumstances by
exports ofcapital goods. components and marketing
and financial services to the intracorporate units.
The propensity to translocate production bases and
hobs would also be dependent upon the size of the
advantage in cutting down cost of production. It has
been found that in many industries, the share of la-
bour cost in total production cost is rather low. So
cost saving may be unattractively low in such indus-

tries.
The urge for
translocaiton ts also a

function of the net cost
advantage. The sav-

ings m labour costs
may often be more
than offset by disad-

vantages on account offactors like inadequate infra-
structure, vulnerability to bottlenecks etc, which are

general features of developing cconomies.
Comparatively lower manpower skills in develop-
ing countries do inhibit translocaiton of industries
based on higher skill needs. .

In the area ofservices. as distinct from manufactur-
ers. in any case, manpower could be hired
transnationally without actual translocation. Exam-
ple is the area of computer software.
Above all else. accordingly to the data ofUNCTAD.
though foreign direct investment in developing coun-
tries has escalated from U.S. $30 billion in 1990 to
U.S. $80 billion in 1993, investments in developed
countries continue to remain larger. Nor would as-
sessments of the implications of changing directions
of foreign direct investment be realistic If apparent
volumes alone are seen. What is crucial is the net
outflow of investment. It has been estimated that
since 1990, the capital stock of the rich countries
has not been reduced by more than halfa per cent, if
the net investment outflow ts clearly seen.
THE WAGE FACTOR
One argument universally raised is that the wages
per hour are incomparably higher in the rich coun-
tries than in the developing ones causes unfair trade

disadvantages for the former with consequentjob loss
and wage-depression. But such comparisons could
be misleading because purchasing power ofnational
currencies varies from country to country. The ex-

change rates do not capture the purchasing power of
these currencies in the respective countries.
While the wages in rich countries may be higher.
they are also linked to higher productivity levels
which, in turn, are linked to application of higher
technologies by better skilled manpower.
Fall or stagnation in wages, nominal or real, ts also
caused by low rates of productivity increase in the

developed countries.

By and large, imports of low wage goods are also
low technology. So, job losses in importing coun-
tries. if any, may happen in production of goods in-

volving low skill application. Compensatorily, manu-
facture may shift to goods requiring employment of
more skilled manpower. As this happens. wages of
skilled manpower would increase too, though this

may cause wage inequalities as between skilled and
ie
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less skilled workers in the developed countries.
Studies on the ratio of skilled workers in developed
countries have also revealed that it has risen across
the board in all manufacturing sectors. and notmerely
in the sectors of manufacture of trade goods. This
would indicate that international trade with devel-
oping countries is not the exclusive factor causing
distress among workers in developed countries. In-
deed. technological changes ofthe labour saving kind
have been held to be partly responsible for job losses.
There could also be reasons for fall in manufactur-

ing employment other than imports from develop-
ing countries. The example is that of Norway and
UK, where manufacturing employment fell more
than that could have been attributed to increase in
imports. These countries” concentration was on ex-
traction of oil. which by definition is not manufac-
turing employment.
SOCIAL CLAUSE
Conceptually, the social clause is an international
trade arrangement which renders it feasible to link
imports with conformity to labour standards. This
arrangement could provide for restrictions or prohi-
bition of imports of products from countries, indus-
tries or enterprises where there is no compliance with
stipulated labour standards. It would also provide for
preferential imports of products from where there is

compliance with stipulated standards.
In the current century, the issue of linkage of labour
standards with international trade has been discussed
and debated in different contexts; formulation of ILO
Constitution in 1919; the abortive Havana Charter,
1947: early European integration days. 1950, Brandt
Commission. 1980: Commodity Agreements of the
1980°s: the Uruguary Round oftrade liberalisation
1986-1993: and NAFTA, 1994. (Trade linkage has
in fact. been provided for in NAFTA).
The GATT Ministerial Meeting with which the Uru-
guay Round ended has left the issue of the social
clause open, of course. without any secured com-
mitment for future action within the GATT/WTO
framework. The matter has been partly debated in a

working party of the [LO constituted in June, 1994.
The working party document discusses different as-
pects of the social dimension in the international trade

system, the content of such a social dimension, the
trade liberalisation dimension in ILO’s activity and

possible modalities of linking the social dimension
on the one hand and GATT/WTO and [L.O procedurs
and standards on the other.
ADVOCACY OF TRADE LINKAGE
The advocates ofthe social clause justifV ton many
grounds the need for social progress keeping pace
with economic progress: the ‘solidarity argument’
(that the industrial countries should press for adop-
tion of universal minimum labour standards. tailing
which they may be seen as collaborating in the ex-

ploitation of workers in developing countries), pre-
emption ofunilateral protectionism in trade and the

concept of ‘fair trade’ involving “harmonisation”.
level playing field’ and pre-emption of “races to the
bottom’- all of which mean equalization of regula-
tory labour standards.
Conceding that Article 19(3) of ILO’s constitution,
in formulating Conventions and Recommendations
on labour standards, calls for due regard being given
to those countries in which “the imperfect develop-
ment of industrial organisation or other special cir-
cumstances make the industrial conditions substan-

tially different,” it is argued that a new consensus
should evolve on income related issues. The specific
suggestion made in this context is that certain basic
Convention that is, those relating to Freedom of As-
sociation, Right to Organise and Collective bargain-
ing etc., be taken as mandatory. which should be

adopted regardless of income.
The rationale of trade-linked labour standards is also

presented at the legal and institutional levels. Arti-
cle XX(e) in the GATT Agreement (Original post-
war agreement) which provides for exclusion of
goods made by prison labour has been cited to argue
that labour standards are already covered in the
GATT.(This Article allows GATT signatories to

adopt measures, infer alict, Wo restrict trade so as to

protect human health.)
The case for ILO’s involvement in labour rights and
trade linkage has been

presented in the follow-
ing terms:
a) If ILO does not take
an active role in ad-
dressing the issues in-
volved in the social
clause, they may get

&
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captured by protectionist interests in the rich coun-

tries. .

b) The ILO has expertise, gathered over the years, in
monitoring complaints on conformity to Conventions
by its Standing Committee of expert jurists. The sue
of this expertise within the ILO framework may
greatly moderate the abuse that is certain to be caused
if the rich countries become the jury and the com-
plainants, in the process selectively choosing targets
for their own arbitrary purposes.
c) [LO-agreed standards being the products oftri-
partite agreements, and not being exclusively, or even
primarily dictated by trade concerns, will be impar-
tial and fair to be justifiable applied as minimum
conditions for free trade when countervailing tariffs
and trade sanctions are invoked against poor coun-
tries. which may be accused of not meeting such
standards.
d) The ILO could insist that the establishment of facts
concerning violation of labour rights, must be car-
ried by impartial and symmetric procedures under
‘its own umbrella. This would also help poor coun-
tries address complaints about the violations by rich
countries.
CONTARARY ARGUMENTS
The rationale ofthe case for the social clause has
been extensively debated and questioned. The coun-
ter-arguments projected in these debates are pre-
sented below:
The social clause, in terms ofamechanism for cor-
recting distortions in comparative advantage in in-
ternational trade, amounts to the revival of the old
“pauper labour” argument, that gainful trade with
low countries is harmful. This argument involves an

apprehension that even if such trade is gainful. it is
harmful to the workers ofthe rich countries, driving
down their real wages and employment. In other
‘words, the theory has been that trade with paupers
will multiply paupers at home. The demand for “up-

ward harmonisation”
of labour standards in-
volved in the social
clause as a pre-condi-
tion for free trade
could undermine free
trade altogether, the
reason simply being

that the basis for international trade itself is com-
parative advantage and cost differences. The propo-
sition, therefore, just does not have economic justi-
fication. The protectionistic application ofthe social
clause would also run counter to the very objective
of structural adjustment launched by several devel-
oping countries, seeking - inter alia - to liberalize
trade.
Justice Mark Fernando of the Supreme Court of Sri
Lanka has observed that comparative advantage is
in fact very heavily tilted in favour ofthe rich coun-
tries because of their command over, and access to,
superior technology, access to finance and market-
ing and the enforcement of a social clause will in-
evitably make the third world producers more un-

competitive, causing increased unemployment, and
so the social clause will fai] to achieve its stated ob-
jective of conditions of labour.
The issue is, in fact, one of resource transfer and not

comparative advantage or disadvantages. Invoking
trade sanctions against exporters in developing coun-
tries on grounds of labour standards would hurt the
workers themselves, causing unemployment and

driving them from distress to destitution. In this sense
it is also a “morally defective rather than a morally
superior innovation”. Circumstances ofpoverty, slow
demographic transition, large labour force, unem-

ployment and underemployment do adversely im-
pact on labour standards. It is resource transfers and
not trade sanctions which will find solutions to these

problems. Therefore the social clause is a wrong
policy instrument, the application of which would
only be in the nature of treating the symptom rather
than the ailment.
The concept ofcore labour standards having univer-
sal application, irrespective ofArticle 19 (3) of ILO’s
Constitution, that is, irrespective of stages of indus-
trial and economic development of countries essen-

tially flows from high moral ground. If the social
clause is projected simply from high moral ground
it does not even belong in the area of international
trade. In any case, there is a significant level of pro-
duction and employment in every country outside
the frontiers of iaternational trade to which trade-
linked enforcement of labour standards would just
not be applicable.
The issue involved is also one ofprinciple. Once the
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trade linkage principle is accepted. precedent ts

established.And. it does not take much time for the
principle and precedent to evolve into practice. The
projection of the angle of absolute standards may
turn out to be the thin end ofawedge, even Article
xx(e) in the original GATT Agreement is now being
quoted to justify trade linkage.
Again, as the [LO publication entitled “Internationa!
Labour Conventions and Recommendations, 1919-
1991 (Volume 1-1919-1962)” itself says: “this des-
ignation (reference is to basic human rights) should
not be understood to indicate that other instruments
do not cover human rights subeycts. Many ILO con-
ventions and recommendations deal in detail with
rights recognised under e.g. the international cov-
enants on civil and political rights and on economic,
social and cultural
rights”.

Viewed in this background, grant of jurisdiction to
the ILO in respect of the social clause may seem to
be in the nature of a virtual constitutional change.
The compulsions for, and the costs of, such a change
would call for a very careful and diligent application
ofmind by the developing world. An important is-
sue of examination in this context ts that securing
social progress alongside economic growth is a dis-
tribution function to be addressed by national gov-
ernments. It may not be appropriate to make a con-
stitutional change extending |LO’s framework intru-

sively into national sovereignty.
The issue is not really the institutional aspect. Once
trade-linked labour standards are established within
the framework of the ILO. it would surely be con-
strued an a readymade licensed weapon available in

ILO’s armoury, and it
would only be neces-

It is apparent that
once trade linkage
even to basic human

rights conventions is
conceded, willy-nilly,
a wide range of labour
standards is likely to
be brought under the

regime of interna-
tional trade, external-
ising the whole proc-
ess of standard set-
ting, with serious ad-
verse implications for
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the objectivity essen-
tial for developing the labour code further.
Externalization of labour standards into the realm of
international trade may also lead to the politicisation
on the process of standard setting. In the course of
scrutiny ofstandard compliance for purposes oftrade,
collateral issues are bound to be raised. For exam-
ple, one could argue that for the upgradation of la-
bour standards, which is the professed objective of
the social clause, rather than trade sanction, liberali-
sation of economic emigration which directly en-
hances means of livelihood should be addressed. The
externally negotiative trend has thus undesirable
potential for opening up the 1LO-established labour
code.

clear-cut delineation in
the case of pure-trade issues. For example, in the
event of a complaint regarding non-enforcement or
inadequate enforcement of labour standards, such

non-compliance might come to be stamped as untair
trade practice; consequently, there could be demand
for invoking trade sanctions against import ofalleg-
edly “socially dumped”
goods; and the com-
plainant country or in-
dustry may not even
have to establish that it
is not itself indulging in
similar non-conformity
to labour standards in
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its domestic market. The concepts of “injury to do-
mestic industry”. “subnormality” and “artificiality”
in prices constituting “subsidies” to trade etc. can-
not be imported into the area of labour standards for
the purpose of defining “social dumping”. Nor can
ILO established norms and standards be made bod-
ily enfarceable by any agency because within the
ILO itself they have been liberally negotiated and
established and are meant to be accepted by mem-
ber-states only voluntarily within open-ended time-
frames. In any case, these are procedural aspects
‘which may be construed as irrelevant when the very
concept of the social clause is itself a matter of con-
troversy.
WORLD THINKING ON SOCIAL CLAUSE:
THE CURRENT STATUS
In the pre-Marrakesh GATT deliberations, ofcourse,
opinion on the need for discussing the social clause
was itself sharply divided and as already stated, the
Uruguay Round has concluded, leaving the matter
open-ended. Both in the International Labour Con-
ference of June, 1994 and in the meeting of ILO’s
Working Party ofNovember,

1994 and thereforein
all ILO Conference till 1997 most developed coun-
tries have madea strong plea for introduction of the

_

“Social Clause”. A substantial number of develop-
ing countries has taken strong position against it.
.The Declaration of the Fourth Conference ofMinis-
ters 6f Labour of the Non-aligned and Other Devel-
oping Countries (Tunis, November, 1990), inter alia,
mentions: “the Ministers of Labour expressed con-
cern at the increasing attempts of certain developed
countries to link international trade with allegedly
minimum standards and felt that such attempts were
mere guard for further protectionism and must be
resisted resolutely.”
The G-15 Summit of March, 1994 and the Golden
Jubilee Session ofESCAP ofApril, 1994 have looked
at the ‘Social Clause’ quite disapprovingly.

While a substantial
number of developing
countries are not in-
clined to accept the
social clause, they are
also generally unani-
mous in their opinion
that objective and neu-

tral ILO action for standard setting should continue
and that ILO’s hands should be strengthened for the
purpose. They have also called for review, consoli-
dation and updating ofthe Conventions, keeping the
changing socio-economic scenario of the world and
of their own countries in view and, of course, with- .

out any linkage to trade concerns. This work has to
be given paramount importance in ILO action, sup-
ported by concurrent implementation oftechnical co-
operation in the field.
The National Governments, on their side, will have
to continue to keep ILO- established labour stand-
ards under periodic review so that their application
could be progressively enhanced, consistent with
economic growth, they should further improve the
standards ofenforcement of ratified conventions.
LABOUR STANDARDS -DEVELOPMENTOF
THE CONCEPT ;
In the interest of clarify of the above discussion, it
may be worthwhile to look into the historical gen-
esis of Labour Standards.
The idea of some form of international labour stand-
ards originated, interestingly, during the mid-nine-
teenth century, through the efforts of a French in-
dustrialist and employer, Daniel Le Grand. Le Grand
repeatedly petitioned European Governments .

beseaching them to come to a joint agreement on
labour legislations as a means of eliminating eco-
nomic competition. Le Grand reportedly worked on
several projects relating to labour legislations on such
issues as hours of work, rest days, night work and

unhealthy or unsafe’ work. He also advocated spe-
cial rules for children.
Probably another factor that made the western gov-
ernments of advanced capitalist states take labour
seriously was that the nineteenth century was also
witness to massive turmoil and growing working
class movements in Europe and America. Better
working conditions, eight-hour working day and

political rights were major issues being raised by
these workers’ movements.
The first known positive initiative came from the
Swiss Federal Council in 1889. It sent out invita-
tions to 13 governments to meet at a Conference to
discuss and agree upon some common, desirable la-
bour laws. Meanwhile Germany too initiated amove
and the Swiss Federal Council joined in. On March
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15, 1890, an international factory and mineworkers’
conference opened in Berlin. Among the recommen-
dations of the Conference were proposals for the

regulation of child labour, mine workers, women
workers and Sunday work and so on. There were
however, no formal commitments.
During the First World War, workers had to bear the
maximum brunt causing widespread misery. In the
midst of the war, the American Federation of La-
bour, in November 1914, called for a meeting ofthe
repesentatives of organized workers from different
parts of the world. It proposed that this meeting be
held at the close of the war. A significant step for-
ward was the convening of a Trade Union Confer-.
ence in Leeds in England, in 1916, jointly by the
British and French Trade Unions. The major contri-
bution of the Leeds Conference was its demand that
workers issues such as hours ofwork, social secu-
rity and occupational safety be guaranteed as part of
the peace Treaty. Another significant contribution
was its proposal for the establishment of an interna-
tional labour commission for the supervision of the
application ofthe provisionsmentioned above. It pro-
posed that this commission include both workers’
and employers’ representatives. Here, in this proposal
for the formation of an International Commission

- on Labour, lay the germs of the idea that later mate--
rialized as the International Labour Organisation.
The demand for the representation in the Peace Con-
gress start gathering momentum as the war drew to
a close. The American Federation of Labour organ-
ized another conference to demand the inclusion of

_
labour rights in the Peace Congress. As a result of
these pressures, one of the first acts of the interna-
tional Peace Conference held in Versailles in 1919,
was the appointment of a Commission on interna-
tional Labour legislation that was to draw proposals
for the forma! inclusion in the Peace Treaty. The text
of the Commission’s draft was included as Part XII
of the Treaty of Versailles. The ILO was now in be-
ing as a permanent section ofthe League ofNations,
to be based in Geneva.
After the Second World War, it is now Untied Na-
tions, ofwhich ILOis a specialised agency.
THE QUESTION OF IMPROVEMENT OFTHE LABOUR STANDARDS
Though ILO has recommendeda variety ofConven
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tions on Labour Standards to be followed by differ-
ent member countries of the ILO, unfortunately,
many of the member countries including India have
not yet ratified many of the important Conventions
much to the detriment to the cause of the workers.
So far as India is concerned, the Indian trade unions,
have been fighting for ratifications of all the impor-
tant ILO Conventions by the Government, but the
Government refuses to do so.
In fact, ILO has recommended Conventions for im-
‘provement of the Labour standards from almost all
its aspects, and if those are ratified, then the Labour
Standards‘in a country like India will automatically
improve. So is the fact for all other developing

c

coun-
tries.
Thus, ‘Social Clause’ is no solution, rather it is an
imposition on the developing countries by the de-

veloped ones through WTO and ILO in order to-gain
comparative advantage in international trade.It has
practically nothing to do with the welfare of the la-
bour. In fact it is the national Trade Unions who will
have to fight forim-

proving the Labour
Standards without any
external pressure moti-
vated by trade interests
of the developed coun-
tries and nothing more.
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Wwe Investment Report defines globalisation
as internationalisation oftrade and investment.

It would mean that in the process of such economic
integration, expansion oftrade would materialise as
well as expansion of financial investments,
benefitting all the countries embracing the path of
globalisation. But the term globalisation in practice
is not amenable to such simplistic assumptions.
With vast inequalities between nations, equitable
share ofany expansion in trade and investment would
not materialise. With the standard of living of dif-
ferent strata of the people within countries being
vastly different, whatever benefits accrue would be
cornered by the small sections ofthe privileged class
while further marginalising the poorer sections. In

practice this is what has happened; the hiatus be-
tween the rich and the poor countries and between
the rich and the poor within national boundaries has
further widened accompanied by inevitable social
tensions.
MYTHS Vs FACTS
We may now proceed to examine experiences in or-
der to separate certain myths from facts. The world
trade has grown according to UNCTAD Trade Re-
port by 9% in dollar (US) terms, in 1997. It cannot,
however, be said that all countries participating in
the globalisation process have equitably benefitted.
For Example, India’s trade has increased by only 4%.
India has lost out nearly 6 % in the process of par-
ticipation in this globalised trade. No wonder, with
all this expansion in world trade, India’s share out of
the total is a mere 0.7%. It continues to hover around
this percentage share for quite a long time. We are
not for the present going into details of how this
imbalance has occurred. But the facts stare us in the
face.
In respect of investment too, despite all the hype,
the facts are hardly encouraging. Assuming that In

Globalisation - Myth And Reality

N.M. Sundaram

dia is desperately in need of foreign direct
investments(FDI) in a big way, it is worthwhile
studying the factual position.
Our Finance Minister has gone euphoric in express-
ing to groups of interested investors in the USA re-

cently that India would be able to absorb an FDI of
$10 billion per annum. Recent statements of the
spokesmen of the new Central Government, welcome
such investments in respect of ‘computer chips’ as
well as ‘potato chips’! Official statements also as-
sert that investments need not be confined to core
areas but could come in the area of consumer prod-
ucts too.
What are the possibilities that the desired $10 bil-
lion of FDI would materialise? In a situation when
most developing countries have been lured to take
to globalisation, it is only fair for all of them to ex-

pect that they too should be recipients of sizeable
FDI, if not $10 billion per annum as India aspires
for. .

Despite the economic crash suffered by countries of
South-East Asia such as Malaysia, Thailand, Indo-
nesia, etc. they continue to be role models to emu-
late.Theavowedaspiration is thatbythe turn of the
century, we shall also be a tiger economy like them,
though as an economic analyst described recently
that the tigers had already become turkeys, figura-
tively speaking. for the western dinner tables.
All developing countries would naturally like to
emulateMalaysia, ifnot China, in attracting substan-
tial FDI. But despite an

explosion in financial
investments particu-
larly in the last decade,
in reality is there suffi-
cient FDI to go around?
This needs to be exam-
ined in depth. Other-
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wise fond expectations would turn into mirage.
PRIORITIES JETTISONED
Often we are being told that the way to attract for-
eign investment is to liberalise the economy speed-
ily and comprehensively. And that, in a manner to

satisfy the sentiments of the investors, even if ‘it
would mean jettisoning the priorities of national de-
velopment, carefully worked out over time. It is

something like sacrificing the fatted lamb to appease
the deity. Here the deity is world capital and the sac-
rificial lamb is people’s interests in all their mani-
festations.
.The much awaited investments originate in rich coun-
tries and are channelised through their
instrumentalities. Naturally enough, the resources
available would be utilised first for their own better-
ment-their own further enrichment. Inevitably, FDI
is concentrated in the largest developed counries,
the US, the countries of the EU and Japan-TRIAD
as they are called.
All the developing countries taken together, contrib-
uting as they do to around 1/Sth of global GDP, ab-
sorb just 1/4th of world FDI flows. Even here the
flow is so uneven that the ten largest of the develop-
ing countries absorb a major portion ofthese invest-
ments. As perWorld Investment Report- 1993, it was
79% of the total. This asymmetry in FDI flows should
never be ignored.
For example, as per a study on FDI flows conducted
‘by the International Finance Corporation and the

Foreign Investment Service, China attracted $ 37.056
billion in 1995, as compared to India’s $1.316 bil-
lion. In 1997, FDI in India amounted to §$ 3 billion as

against over $ 40 billion attracted by China. (China
has comparatively stronger resilience in terms ofab-

~

sorbing and mitigating the adverse effects inherent
in such inward FDI flows. This is because of its

stronger economic fundamentals such as wider and

deeper home market and tremendous export poten-
tial. It is the largest
owner of dollar re-
serves next only to Ja-
pan.) However, the
external vulnerability
inherent in FDI in-
flows cannot be under-
estimated. The ques-

tion where, for what and on what terms these FDI
inflows come assumes crucial significance. Here it
must be said that China has better grip over things
though external vulnerability cannot be altogether
ruled out.
Thereis this interesting study by UNCTAD accord-
ing to which total worldwide FDI in 1996 amounted
to $350 billion. But not all this was employed for
productive purposes-to create new production facili-
ties, to produce what was most essential for economic
development, to create employment potential etc. As
much as 47% of it amounting to $ 163 billion were
utilised in majority acquisitions and mergers (A&M).
Ifminority A & Ms are included, $275 billion or 75
% of the total FDI was not available for purposes for
which developing countries would be expected to
seek FDI.
Most of this A & Ms involved firms headquartered
in US and UK, though other rich countries too are
involved. Indian industrial scenarion is also being
increasingly vitiated by this A & M phenomenon.
The process has increased the market control and
therefore, profits of the acquiring company, But it

cannot be said to have benefitted per se the process
of economic development for people’s benefit. The
much - touted ‘competition’ is the casualty and so
are existing jobs.
UNREALISTIC CLAMOUR
The sheer futility of relying on FDI inflows by de-

veloping countries for national development has been .

succinctly illustrated by the Trade and Development
Report - 1997 of the UNCTAD. The Report takes
the example ofMalaysia which attracted an average
annual FDI inflow of$ 12.8billion between 1991
and 1993. This by itself cannot explain much, given
the vast differences in GDP growth rates, popula-
tion, etc. of aspiring developing countries. The Re-
port, therefore, relates the FDI flows into that coun-
try in per capita terms and as percentage of GDP.
FDI inflow of$ 12.8 billion would mean for Malay-
sia $241.8 in per capita terms; related to GDP, it
would be 10% (1990). If all developing countries
clamouring for FDI are to emulate Malaysia, the
hypothetical total FDI inflow has to be $2007.8 bil-
lion, i.e., at the rate of $241.8 in.per capita terms. At
10% of the aggregate GDP of these countries, the
inflow should be $957.7 billion. As against this esti-

ae
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mate, other developing countries have together at-
tracted only $136.8 billion during the period, which
in per capita terms would be a poor $16.5 (compared
to Malaysia’s $ 241.8) amounting to just 1.4% of

_ GDP (as against 10% for Malaysia).
The Report in the circumstances concludes: “....even
a modest replication of the Malaysian experience
throughout the developing world implies a level of
FDI outflows from the North that it would be totally
unrealistic to expect.” The Report further points out:
“If all developing countries, other than the first tiger
NIEs (Newly Industrialising Economies), received
from OECD (Organisation for Economic Coopera-
tion and Development) countries the same amaunt

. Of FDI as a proportion of GDP, as did Malaysia in

1991-1993, total FDI outflows from these countries
would amount to 27% of their spending on invest-,
ment. If, on the other hand, they received the same

per capita FDI as Malaysia, the proportion would
rise to 56%.”
It is highly inconceivable that the rich countries
would allow such huge outflow of investments as
56% (or even 27%) which would amount to starving .

their own economies of required investments. Al-
ready protectionist lobbies and even trade unions in
those countries are protesting against external invest-
ments-which they look upon as impermissible fund-
ing of their competitors in the third world and even
as exporting employment.
It is significant that a proposal by the US Govern-
ment, to fund the IMF to the tune of $ 18 billion
enabling it tomeet its commitments across the globe,
particularly in South-East Asia in the wake of the
monumental crisis overtaking them, is facing stiff
opposition in the US Congress. This no doubt is a
manifestation of the contradictions inherent in their
policies.

- The object of investment liberalisation in the first
place was to channelise these investments to export-
oriented industries. Similarly the objective of liber-
alisation of trade could not be anything other than
maximising exports apart’ from securing the essen-
tials of development through imports. But these ob-
Jectives have hardly been met.

°

Trade Policy Review - 1998 published by the WTO
on April 7, 1998 gives a glaring analysis. Foreign
companies that have set up their establishments in

India have done so with an eye on the sizeable In-
dian market rather than on exports.
The Trade Policy Review ofWTO was specifically
related to India. The review having said that the FDI
and trade liberalisation have not fulfilled their
avowed objectives, strangely enough though
expectedly, demands of India that all barriers and
restrictions relating to trade, investments and intel-
lectual property right should be disbanded speedily.
The Exim Policy recently announced by the Gov-
ernment obviously is an exercise in response to this
strident demand ofWTO. All the talk ofutilising the
WTO machinery for hard bargaining in India’s eco-
nomic interests has already come to nothing.
STRENGTHEN SELF RELIANCE
From the above, it is clear that the quest for eco-
nomic development and finding solutions to the ba- -

sic problems of the economy and the people of de-
veloping countries including India, cannot take the
-role of globalisation and liberalisation. The real di-
rection of policy should be towards strengthening
the process of self-reliance through stimulating and

conserving whatever resources are available within
the country and also by widening and deepening the
home market.
As an inherent part of such developmental process.
the aspect of increasing substantially the internal

savings which is around 26% ofGDP at present, as-
|

sumes crucial importance. The Government could
be said to have set its sight correctly when it targets
30% domestic savings. But this cannot be achieved
by frittering away resources nor can it be done by
reckless liberalisation oftrade and investments aimed
at further aggravating the consumerist trends that
have overtaken the psyche of the people at present.
It is becoming glaringly apparent that the enlight- .

ened self interest of adeveloping country like India
seeking to find solutions to manifold problemsofits
people, cannot be subserved by reckless liberalisa-
tion and globalisation
of its economy.
(N.M. Sundarm is the
General Secretary of
the All India Insurance
Employees Associa-
tion)
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he process of transformation from socialist sys
tem to capitalist svstem started from the later

part of 1989 in the Eastern European countries and
culminated with t'- dismantling of former Soviet
Union in December 1991. Emergence of a number
ofindependent states and Russian Federation are the
follow up ofdisintegration of former Soviet Union.
The Soviet Union was a major player in international
economics before its breakup. The people outside
the former socialist countries are interested to know
about the impact of free market economy on the eco-
nomic and living conditions of the people in these
countries.
CONDITION OF PEOPLE
IN THE SOCIALIST SYSTEM
In short, the economic and living condition of the

people under social system can easily be understood
from the observations of the World Bank. It has been
pointed out in the World Development Report, 1997
that. “In central and Eastern Europe and the former
Soviet Union, the state has traditionally provided a

wide range ofsocial services. Before their transition
to the market. these states offered comprehensive
benefits. but they differed from those in industrial
market economies in four respects. First. because'the
system was premised on full employment guaran-
teed by the state. there was no unemployment insur-
ance. Second. social protection focussed on those
(such as the old and the disabled) who could not work.
Third, benefits were decentralised at the firm level.
And fourth, in kind subsidies (housing, energy)
played an important role.”
Now we are to examine, whether the people in these
countries are enjoying all these rights and further
facilities. if any, tthe free market economy.

ERSTWHILE SOCIALIST
COUNTRIES AND
GLOBALISATION

Chittabrata Majumdar

LIBERALISATION SUGGESTED
FROM OUTSIDE
Long before disintegration, in July 1990, leaders of
the Group Seven industrial nations and the President
of the European Community asked the International

Monetary Fund (IMF) and other United Nations eco-
homic agencies to study the Russian economy and

propose amore effective method of reform. The study
titled 'A Study of Soviet Economy’ and released in
December 1990, made recommendations to both the
international community and the Russian government
itself.
The Committee strongly suggested that the Russians
immediately release price controls on almost all
goods, instantly creating a free market in which the

people could learn capitalism first hand. An auction
ofall government-owned corporations was proposed.
beginning with smaller, easier to value companies.
Also, the committee emphasised the need to lift re-
strictions on foreign trade.
Liberalisation of the economy is the process of re-
moving price controls and restrictions on private
ownership. The year 1996 registered implementa-
tion ofmany of the recommendations. Controls over
production and distribution have already been re-
leased in all industries except energy. communica-
tions and transportation. But the advisers are not still
satisfied. They are de-

manding further with-
drawal ofprice control,
especially in staple
product such as food.
For rapid implementa-
tion of their recom-
mendations, the advis-
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ers are suggesting to import experts from Europe and
the United States to educate Russian economists, who
could then teach the people about the operation of a
free market economy.
IMPACT OF GLOBALISATION
ON ECONOMY AND SOCIETY
Economy
The globalisation has worsened the economic situa-
tion of these countries. In Russia, in the year 1995,
total external debt reached the amount of 120,461

cally. Before transition, the official value of one US
$ was worth about 2/3rd of a rouble. In 1993, it was
close to one thousand roubles and in October 1997,
it was 5919 ruble. That translates into an annual ih-
flation rate ofmore than 350%.
The annual average growth rate per cent ofGDP has
declined from +1.9% in 1980-1990 to -9.8% in 1990-
1995. The income inequality among the people is

growing high. During 1993, the share of income of
the lowest 20% was only 3.7%, while that of highest
20% was 52.8%. During 1980, the percentage distri-
bution of gross domestic product for private con-
sumption was 62, which has declined to 58 in 1995.

Industry and Production
|The liberalisation of economy has brought with it-
self the destruction and downfall of a number of en-
terprises in advanced industries that used to make
for technological development and self-reliance of
the country. In Russia, the working in all the indus-
tries starting from consumer goods manufacturing
fo machine tools industry, mines, military industrial
‘tomplex, space research orgsanisation has almost
rome to a halt. The Government is not providing any
noney to continue the manufacturing activities.
n Russia, 56% of enterprises in the main branches

Df production ran at a loss in 1996 and this was after
privatisation in which they were given their land and
hil their fixed assets virtually free and in a year in

which inflation was
still running over 20%.
One third of enter-
prises were insolvent
(current assets less
than short term liabili-
ties), and fewer than a
third had assets more

million $. The value of rouble has reduced drasti-

than double their liabilities, which is the ratio they
are required to maintain under the Russian law on

insolvency. However, the real situation was much
more worse than this because, most ofthe current
assets were unrealisable, comprising 40% stock of
raw materials and unsold goods, 45% debt (ofwhich
over half were overdue) and less than 4% cash and
short term financial investments.
Research and development in technology are nearly
non-existent in most private corporations in Russia.
Many entrepreneurs who are independent ofthe gov-
ernment are unwilling to risk their capital in product
development. Government expenditure towards Re-
search and Development has been cut drastically.
Such attitudes aremaking technological modernisa-
tion nearly impossible.
Living Standards
The globalisation has brought with itself the size-
able drop in the living standards of the majority of
the population. All the burdens of reforms under pre-
scription of IMF and World Bank have been shifted
the shoulders of the working people. Official mini-
mum wage is less than 20% of the minimum sub-
sistence level; average salary can buy 80% ofamini-
mum consumer basket. The number ofpeople living
below poverty line is increasing rapidly. According.
to Jeni Klugman, aWorld Bank expert, in early nine-
ties, around 10% of the*poputation in Russia were
below subsistence level. The proportion of those be- -

low the poverty line was 25.2% in 1992, 31.9% in
1993, 24% in 1994 and 31% in January-February
1995. Thus around a third of the population of Rus-
sia are officially described as the poor.
The situation is almost the same in Hungary. Ac-
cording to the World Bank sources, the national av-
erage of the people living below the poverty line in

Hungary in 1993 was 31.9%. Poverty in Hungary is
concentrated in villages and homesteads, where it is
less visible. According to the 1994 survey, 71% i.e.,
almost three-quarters of the village population, be-

long to the three lower income quintiles. In Hun-
gary, poverty is not most frequent amongst the old -

although the situation of those over 70 is worse than
the national average - but amongst children and

young people. 25% or more of those under 19 be-

long to the lowest quintile. It is particularly notice-
able that 32.9% of infants under two (that is of fami-
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lies with small children) live in poverty.
The average per capita daily calorie intake is also .

reducing progressively. From UNICEF sources, it is -

seen that between 1989 and 1994, per capita calorie
‘intake came down in Russia from 2603 to 2427, in
Ukraine from 3517 to 2895, in Bulgaria from 3269
to 2665, in Hungary from 3499 to 3052, in Slovakia
from 3234 to 3143.
During the same period, per capita bread and cereals

consumption also came down in Bulgaria from 158.2

_ kg to 156 kg, in Foland from 120.5 kg to 117.8 kg, in
Hungary from 112.2 kg to 92 kg, in Slovakia from
153.4 kg to 141.4 kg.
Meat and fish consumption has come down in Bul-
garia from 56.7 kg to 44.1 kg, in Hungary from 81

kg to 69.5 kg, in Slovakia from 88.5 kg to 68.2 kg, in
Russia from 71.7 kg to 59 kg, and from 1989 to 1993
in Rumania from 57.1 kg to 49.8 kg, in Czech Re-
public from 103.4 kg to 88.8 kg, in Ukraine from
68.6 kg to 46 kg.
During the period, per capita consumption of dairy
products also came down in Bulgaria from 132.2 kg
to 82.4 kg, in Poland from 133.2 kg to 107 kg, in ©

Hungary from 189.6kg to 141.1 kg, in Slovakia from
253.2 to 166.1 kg, in Russia from 388.6 kg to 294
kg, in Ukraine from 366.9 kg to 256 kg.
Employment
Growth of unmanageable unemployment ts another
manifestation of globalisation. As per ECE sources,
the registered unemployment increased in thousands
from 1991 to 1994, in Bulgaria from 419 to 488
(12.8), in Poland from 2456 to 2838 (16), in Hun-
gary from 406 to 520 (10.4), in Rumania from 338
to 1224 (10.9). in Slovakia from 302 to 372 (14.8),
in Slovenia from 91 to 124 (14.3), in Russia from 62
to 1637 (2.1), and in Ukraine from 7 to 82 (0.3). Fig-
ures in () indicate unemployment in term ofpercent-
age of labour force in 1994.

Unemployment figures for Russia and Ukraine are
shown less. The reason is that full enployment con-
tinues in Russia, the Ukraine and in the CIS coun-
tries, though, one Russian worker in four, more than
20 million people, is no longer paid regularly and

delays can be as long as six or even twelve months.
The total wage debts amounts to 10 billion US §$.

One Russian worker in eight is paid in kind. In the
southern Russian. port of Taganrog Dockers have

been paid with tins of the exotic fruit rather than in

roubles. Workers at the Ivanova textile factory, for
example, now have stacks of sheets, while those at
the porcelain factory near Vladimir are collecting
crystal vases.
The situation is so grave that the Director General of
ILO, Michel Hansenne, said he was deeply concerned
about the non-payment of wages, which constitutes
a violation of human rights. Even the International

Monetary Fund. not known for its trade union sym-
pathies has appeared concerned about the risk of so-
cial explosion.
Human Losses due to the Transition
The leap in the crude death rate in the former social-
ist countries, lower life expectancy at birth, changes
in male and female mortality rates and that of vari-
ous age groups, are all in some way connected with

negative social and economic process that kicked off
or gathered momentum at the time of the change.
Mass unemployment and impoverishment do not
exhaust the list of possible causes. Law and order,
public health and labour safety problems also figure
here.
With the poor economic conditions many people,
particularly in Russia and Ukraine, have turned to
crime to support themselves. The annua! growth in

the total number ofdeaths compared to the 1989 level

grew in Russia from 73,000 in 1990 to 545,000 in

1993; in Ukraine from an annual 28.800 in 1990 to:
129,700 in 1993. Combining the two, the excess

mortality can be said to be around 842.000 in the
four years following the changeover. The crude mor-

tality rate grew further in Russia in 1994, from an
annual 14.5 per thousand to 15.6 per thousand. This
could mean an additional loss ofclose to halfa mil-
lion for Russia alone. There is no indication that the
situation has improved in the following years.
Human losses due to the dissolution ofSoviet Union
and the first four years of the systemic change can
be compared to those
caused by war. Around
600,000 or so lost by
Russia are almost one
and a half times the
British military and ci-
vilian fatal casualties
for the six years of the

4, weroa
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Second World War. The 842,000 human losses, of
Russia and the Ukraine combined are far in excess
of the joint Second World War losses of Great Brit-
ain and the US combined whose population at the
time corresponded to the present population of Rus-
sia and the Ukraine. But all this has happened at a

time of peaceful transition.
GLOBALISATION - NO SOLUTION
The dismal scenario as can be seen from the facts
and figures above, clearly shows how even a major
player in international economics like erstwhile So-
viet Union which was a major aid-giver to the third
world countries, has become virtually an economic
pauper, totally dependent on outside agencies to sus-
tain its existence. The same holds good for other erst-
while socialist countries. Here lies the lesson for

developing countries like India and others where

vlobalisation is being projected as a remedy for all
economic problems. Keeping in view the experience

of erstwhile socialist
countries after
globalisation, the
likely future scenario
in such an event would
be much more disas-
trous for the people
and the working class
in particular.
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It is an undeniable fact that the activities ofmultina-
tionals in the special economic zones established
apart from traditional industries and local commu-
nities have not been of any help to foster national,
independent industries and companies in Asian coun-
tries. Far from it, multinationals' activities are fac-
tors that hinder Asian nations from achieving their
autonomous industrialisation, and fix their depend-
ency upon the import ofmachinery and products from
abroad. The reality is that multinationals’ activities
have become an obstacle for Asian countries in build-
ing a well balanced, independent industrial infrastruc-
ture.

,

Kazunori Okhi
Director

Japan Research Institute
of labour Movement
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he United Nations Industrial Development Or
ganisation (UNIDO) has just released its world

industrial economic research results - “Industrial De-
velopment - Global Report 1997”. The voluminous
study blows up standard myths such as “developing
countries (DCs) industrially growing or that survival
economic indicators related to industrial develop-
ment in DCs are reducible to key objective caused
factors common to all DCs explain progress or fail-
ure, or that a too strong dependence on export indus-
try or foreign technology promotes sustainable de-
velopment. Instead, says the report, 90% of the fi-
nancial resources needed for industrial investment
in DCs and transition economies came from local
resources, going hand in hand with high savings rate

- in DCs and that significant growth factor differences
prevail in regional development, be it in Sub-Saha-
ran Africa, North Africa and West Asia, East and
South-East Asia, Latin America and Caribbean or
Economies in transition (Eastern Europe). The in-

5WITHOUT- COMMENTS

Poor Have Become Poorer:
UN Report

on

es

tive “ economists might consider this insufficient for
a comprehensive understanding of a complex prob-
lematic like the world-wide industrial development
and economic growth. Nevertheless. many of the
pointers of the study are of great information value,
as they are based on well-studied statistical data and
dispel many conventional misunderstandings and il-
lusions.
The UNIDO’s Director-General, Mr. Mauricio de

Mariay Compos, inaugurating the report release at
Bank Austria hall before international Press, bank-
ers and economics specialists, said “The world
economy has certainly become more globalised, but
more polarised as well’. It currently symptomises
imbalance, ifnot chaotic trends. Whereas it grew an-

nually by 3.6% in the Seventies, crashed to 1.7% in
the mid-Nineties, a trend further reflected in the de-
cline ofMVA from 3.6% in 1995 to 2.7% in 90’s.
The crash was more acute in economies in transition

dropping from 5.4% cent in the 70’s to minus 8.2%
in the 90s. The GDP decline in DCs, however was 7

only 5.7 to 4.9%. The only remedy to world economy,
according to the UNIDO study is more investment
in DCs with more savings and selective technologi- *
cal inputs conducive to sustainable development. .

™

“The study among other things”, says India’s Mr.N. ~

Mohanty, Director Head of UNIDO’s Publications '¢

Division, “emphasises
the role of long-term
investment in industrial
economic develop-
ment. Mere increase in
level of investment is
not enough. Decisive is
the efficiency and com-

come difference between the rich and poor countries
since 1970 has increased by a phenomenal 45% and
industrial development, both in the developed and

developing countries, with exception to NIEs (New
Industrialised Countries), has markedly slowed
down. ;

The Global Report drawing heavily form leading
multilateral finance and national institutions and from
UNIDO Database, is essentially pegged to the GDP
(Gross Domestic Product) growth rate philosophy
with three base parameters, the GDP, the MVA

_ (Manufacturing, Value Added - a key indicator of
industrial development) and the GFCF (gross fixed
capital formation) with the latter two indexed to the
first in terms of its percentage. Critics and “alterna
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position of investment, has one business investment.
A balance is required to stimulate domestic invest-
ment. between domestic resources and foreign capi-
tal inflow.”
The report points out a clear difference in savings
and investment in the developed world compared to
DCs. As percentage of GDP, in the former it was
23.1 and 25.9 respectively from 1974-81, dropping
to 19.9 and 20.4 in 1990-95, but in the later it was
26.6 and 25.9 in 1974-81 but investment increasing
to 27.4% and savings of 31% only marginally de-
clining to 25.7% of the GDP in the 1990-95 period.
Asia beats the rest of the world with high savings of
31% and investment of32.2% in 1990-95, compared
to 26.5 and 25.7 respectivelyin 1974-81, registering
a systematic increase in better industrial economic
performance. One good reason given is selective
high-tech influx in the manufacturing sector. Sec-
ond, from cultural viewpoint, religion, ideology and
philosophies of Asia traditionally place high value
on personal savings. Third, bias toward savings went
hand in hand with a healthy restraint and plunge in
domestic consumption. Other factors like Govern-
ment intervention through imposed mandatory sav-
ings schemes like provident funds (Central Provi-
dent Fund in Singapore for eg.) in East and S.E. Asia
also play a role in generating the high savings men-
tality.
Investment in DCs is expected to rise 50% in 10 years
compared to 1994 and over 5% in economies in tran-
sition. The report warns: “Measures to boost invest-
mentwill not succeed if the required financing, which
comes from savings is not available.” Thus mobili-
sation of domestic savings will becomea crucial
policy concern of national governments as most in-
vestments will have to come from the domestic fi-
nancial markets as over dependence on foreign capi-
tal implicates foreign control enslaving national

—

economies.
Banks play the major
role in financing DCs.
According to a 1997
_World Bank internal
document, unlike the
U.S., where Banks’
role in investment is
limited to 23%, it is as

high as 98% in Argentina, 97% in Brazil, 94% in

Hong Kong, 79% in Japan, 91% in Indonesia, 80%
in India and Taiwan, and 38% in S.Korea. Both capi-
tal and stock market soared phenomenally in the DCs
with bond markets clocking between $4 to 7 billions
in 1988-92 and stock markets jumping from $240
billions in 1986 to $1900 billions in 1995 account-
ing for “more than 10% of.total market capitalisa-
tion, compared with 3.6% in 1986.
Industrial firms have become motors of emerging
stock markets. Although the percentage ofmanufac-
turing firms accounting for total market capitalisa-
tion dropped from 44% in 1989 to 33% in 1995. (IFC
Global Index), in India and Indonesia they account
for over 70% of total stockmarket capitalisation with
India topping the list (77.7%). The international bond
market being highly selective, only two Indian com-
panies have profited so far - ICICI ($150 millions)
and Reliance Industries ($300 millions).
Portfolio Equity Investment (PEI) has catapulted 10-
fold in DCs and economies in transition during 1990-
93. In DCs loan issues fell from $102.9 billions in
1995 to $77.5 billions in 1996, bond issues increased
from $47.7 billions to $72.97 billions in 1996. Un-
like Bank lending, portfolio debt financing around
the world for DCs and economies in transition has
soared from $1 billion in 1986 to a whopping $73
billion in 1996.
The Report’s major message is that more and more
DCs are able to finance up to 90% of their industrial
development from domestic sources. But poverty
remains the major concern. Income disparities be-
tween rich and poor has widened with 45% increase
with per capita income showing a downward trend.
Overseas Development Assistance (ODA) now stag-
nant at 0.27 GNP at $60.1 billions in disbursements
as against the U.N. target of 0.7% with Denmark,
Norway and the Netherlands being exceptions with
0.8 per cent GNP contribution. Two-thirds ofODA
are bilateral and one-third is multilateral. $5 to $6
billions, i.e. 8% ofODA, goes to humanitarian emer-

gencies. . .

The Global report has compiled and exhaustive coun-

try by country database giving GDP-indexed eco-
nomic indicators. In the S.Asian region the GDP in-
creased from 3.3% in the 70’s to 5.3% in the 80’s
dropping down again after the Gulfwar. India’sGDP
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had grown steadily from $174 billion in 1980 to
$376.2 billions in 1995. India’s per capita though
increased from $253 in 1980 to $405 in 1995. is still
one of the lowest in the world. Topping the manu-
facturing sector in India is. textiles ($2.19 billions),
Chemicals ($1.84 billions), iron and steel ($1.48 bil-
lions) transport equipment ($1.08 billions)with food
products manufactured accounting for only $0.89
billions. India’s industrial production index graph
showsa steady rise, especially after 1993 reaching
almost to 140 in 1997 from 45 in 1975.
(Reportfrom VIENNA in ‘The Hindu’ by George Chakko)

In Germany, the unemployed, who now number
around 4.8 million, have organised a series of dem-
onstrations starting in- February 1998. This action
should culminate in September with a big demon-
stration in Berlin. At the same time, the Government
has decided that unemployed Germans will hence-
forth be required to take jobs which were once done

by seasonal workers
from abroad. The
number of work per-.
mits given to foreign
workers will accord-
ingly be reduced by
10% (Source: Le Monde,
Espace social europeen,
Paris)

| June, 1998 THE WORKING CLASS

WE BELIEVE IN:-

* STRUGGLE
* PEACE

“ PROGRESS

CENTRE OF MEDICAL & SALES
REPRESENTATIVES' UNION
(NORTH EAST REGION)

—

CRU Building
Vivekananda Lane, G S Road

Ulubari
Guwahati - 781 007
Phone: 547505

titsnut|

ELE



With Best Complements from:

VISVESVARAYA IRON & STEEL LIMITED
(A Subsidiary of SAIL)

BHADRAVATI-577301

India’s leading producer of sophisticated Alloy & Special Steels,
Pig iron and Ferro Alloys.

* Salient Features— First plant in India to have indigenously designed and built
530 Cu.M Blast Furnace.
Successfully Developed BF-BOF-LRF-VD route
for alloy and special steels production .

— Accredited to ISO 9002 Certificate for forged/ rolled
route and pig iron. The only Blast Furnace in SAIL
and in India to be covered !SO 9002 Quality System

VISL ts the Quality Stamp Mark for 700 Grades of Alloy and Special steels

WUR PRODUCT RANGE INCLUDES:

* ALLOY AND SPECIAL STEELS: Tool Steel,Ball Bearing Steel,Die Steel,
Free Cutting Steel, Stainless Steel, Constructlon Steel, Spring Steel

* FERRO ALLOYS:Ferro Silicon
* PIG IRON :both basic grade ang foundry

grade
* Other items:
.-Castings:grey iiron castings, steel castings - Pigiron skull.steel skull. coke breeze, iron ore fines

+ Machined component like rolls,rollers,shafts.grate bars
% VISL can under take manufacture and commissioning of Rounds Straightening Machine,
Clay Mill, Conversion of EAF’s into LRF's and Fabrication assignments at its modern

$000Ts per annum capacity Fabrication Shop

FOR FURTHER DETAILS PLEASE CONTACT OUR HEAD OFFICE AND BRANCH OFFICES:
Head Office:Bhadravati:T1x:0831-217,Fax:08282- 66432 Grams:

VISTEEL,EPABX:08282- 66620-66629 Extns:2051-55

\

* Bangalore
* Mumbai *Caicutta * Chennai

2222384 2823971 2828672 5342087
Fax:2222746 2823975 2825633 5341001
*

N_ Delhi *
Nagpur

* Pune *
Hyderabad

6101708 535686 775824 819999
Fax:6182771 541900 774571 817327

THERE’S A LITTLE BIT OF SAIL IN EVERYBODY'S LIFE.



“age

eh
emcee

Rag

bv the last decade the benefits of liberalisa
tion have been constantly publicised, yet, there

were intermittent murmurs like, “leading manufac-
turers of capital goods are facing severe shortage of
orders as prominent players in the users sectors have

started importing capital goods without even mak-
ing inquiries with domestic suppliers”, and the ex-
pressions deindustrialisation may sound harsh, but
its use to describe the damage caused by the policies
of structural adjustment to the industrialisation of
country is not inappropriate”. With only a decade of

|

experience of liberalisation - which gradually gath-
ered momentum - one can only test the relationship
between liberalised foreign trade with
deindustrialisation, if not establish it.
1980s is the period when Indian policy makers be-
gan to shift the domestic economy from highly regu-
lated, inward-oriented regime to an open, outward-
oriented regime. Substantial changes. were instituted
since 1984, including liberalisation of imports, ex-
emption of certain industries from the MRTP sys-
tem etc., and raising the investment threshold for
others, broad-banding of industrial licenses, and add-
ing greatly to the incentives for exporters. Since 1990,
with the New Economic Policy, the rate of liberali-
sation and shedding off the barriers has increased

substantially.
SCENARIO AT INTERNATIONAL
TRADE FRONT
‘The twin objectives, justifying liberalised foreign
trade, were put forth as: to bring in latest technology
and capital goods, both ofwhich are scarce in India;
and to improve competitiveness of indigenous in-

. dustries to enhance exports. On the basis of quanti-
tative data, certain observations are made here which
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Liberalised Foreign Trade
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do not reveal the success of the said objectives but
the opposite.
1. Trade Deficits: Back to 1980 level
The trade deficit for 1995-96 which is $8.94 billion
is double the figure for 1994-95 and almost four times

the figure for 1993-94 according to RBI Annual Re-
ports. In rupee terms the negative trade balance was
as high as Rs.15,182, crores for 1995-96 which was
Rs.7,670 crores in 1989-90.
The pretext for the entire set of IMF-ordered meas-
ures since 1991 was that the foreign exchange crisis
had been brought on by trade deficits; but after five
years of ‘Structural Adjustment’, we find the trade
deficit at virtually the same levels as in the mid-
1980s.(Table No.1).
2. Slowing down of Exports & Imports
During the current fiscal year (April,1996,
March,1997) both exports and imports are growing
at much below their targeted levels. After growing
almost 21% during 1995-96, the export growth tar- -

get for 1996-97was set at an ambitious 17%, but the
figures show export growth at less than 10%.
(see Table 1)

.

Imports, on the other hand, are also slowing down
because of the current deepening of industrial reces-
sion. According to the Director General ofCommer-
cial Intelligence and Statistics (D.G.C.L.S), non-oil
imports including plant
and machinery, indus-
trial raw materials, in-
dustrial intermediates,
components, and other
bulk commodities,
apart from consumer
goods, for the period
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April-Oct.. 1996 were 19.06% lower than for the cor-
responding period is 1995,
3. Composition of Commodities treaded
Going through the data published by CMIE in its
special volume “Foreign Trade Statistics of India’,
one finds that since 1990-91 overall imports have
nearly doubled, t.e. from Rs43,171 crores to
Rs.88.703 crores in 1995-96. From the list of com-
modities. 28 Commodities are such whose imports
have risen at the rate more than the average rate.
Spices, pearls and gems, sugar, jute, raw silk, cotton
raw waste, leather woolen and cotton runs, hides and

"4 >TABLE -1
Export, Import and Trade Balance

Year Exports Imports Trade Balance
1985-86 10.895 19,658. - 8,763
1986-87 12,452 20,096 - 7,644
1987-88 15,674 22,244 - 6,570
1988-89 20,232 28,235 - 8,003
1989-90 27,658 35.328 - 7,670
1990-91 32,553 43,198 -10,645

©

1991-92 44,04] 47,851 - 3,810
1992-93 53.688 63,375 - 9,687
1993-94 69,75 | 73,101 - 3,350
1994-95 82.674 89.971 - 7,297
1995-96 —_1,06,465 121.647 -15,182
Source Foreign Trade Statistics ofIndia,
Mar, 1996,CMIE J
skins are some of the commodities India is import-
ing for which she was a well known exporter for a

long time. These, and many other commodities like
pearls and gems, cosmetics, silks, textile yarn fab-
ric. fruits and nuts are all luxury consumption goods
which do not help enhance productivity or boost do-
mestic industries.
It is interesting to note that while India is exporting
raw cashew, raw silk, raw cotton, which are low

‘priced, she is importing same commodities after

paper which we ex-
port, at an added cost
of deforestation, and
import newspapers
and printed books. The
processing, ifdone do-

mestically can give boost to indigenous industries.
In case of capital goods imports, these have increased

*

incase ofnon-electrical machinery and machine tools
but have substantially reduced in case of electric
machinery from Rs.1,741 crores in 1990-91 to Rs.745
crores in 1995-96.

.

4. Recently Liberalised Commodities for Imports
Under article XVIII of the 1994 GATT treaty, de-
veloping countries with balance of payment prob-
lems have the right to impose quantitative restric-
tions on imports. But the advanced countries have
been pressuring India to remove its remaining few
curbs on imports, mainly on consumer goods, on the

ground that India no longer has balance of payment
problems. In response, Indian Govt. has each year

-

removed some more items from the restricted list of
imports.
In March, 1996, the policy moved 105 items from
the restricted list to the free list, 7 from the special
import licences (SIL) list to the free list, and 85 items
from the restricted list to SIL list. Among the items
whose imports were liberalised were cellular phones,
walkie talkies, pagers, coca and coca products, shav-
ers/hair clippers, watch and clock movements build-
ers, wares of plastic like large-size tanks. door and
windows, shutters and Venetian blinds, food proc-
essors, shaving products like razors, blades, blade
blanks, twin razor systems, locks, high-powered lawn
mowers, mechano-therapy and massage apparatus,
to name a few. It is a known fact that most of these
items have been produced domestically and quite ef-
ficiently. Imports of thee commodities produced by
multi-nationals who have an upper edge in competi-
tion because of superior technology, international
network and large amount ofmoney spent on adver-
tisement, is bound to give indigenous industries a

tough time.
5. Abnormal Trade Pricing
Three American economists J.S. Zdanowics, W.W.
Welch, and S.J. Pak have published a study on ‘Capi-
tal Flight from India to USA through Abnormal Pric-
ing in International Trade, they have compared the

price at which India bought particular product from
the US, to the average price atwhich the US exported
that product all over the world. Similarly the price
at which India exported a product to the US, to the

average price at which the US bought that product

processing, at high
price. Same is true for
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from all over the world. A quick perusal ofthe list of
commodities and extent of over-invoicing and un-

der-invoicing can give one a fairly good idea ofwhat
does the expanding international trade really mean.
Exercise Cycles forwhich world average export price
is $100.39/unit. India exported these to USA at av-
erage price of $0.51/unit. Insulated Electrical con-
duit? Similarly. only one example ofoverpriced In-
dian imports from US can throw light on losses on
that account. Teracyclines world average price is

$11.74/gm. which was bought by India at $1.105.50/
gm. Arc welding base metal core wire, fans/blowers
formoor vehicles, fixed capacitors, generator, freez-
ers, radio transmitter. nickel alloy pipes & tubes, in-
sulated cable etc. are examples where proces of in-
digenous industries can directly get adversely af-
fected, falling to stand to foreign competition.
These are only some aspects of international trade
which directly or indirectly affect industrial sector.
SCENARIO AT INDUSTRIES’ FRONT
The highlighs of industrial sector in India, between
199}-95, are, declining productivity, absolute fall in
employment, suppression of wages, mergers and
takeovers, and fluctuations. One reason, for which
protection, specially protection from imports, was
given to domestic industries immediately after inde-
pendence, was to protect them from invasion through
international competition. But it was misused bythe
privileged industrial houses within India which killed
internal competition as well. As a result indigenous
industry did not improve either its efficiency or its

product quality. And now that the corporate sector
is thrown open to international competition it is try-
ing hard to stand firmly on feet lest it will be swept
away. Many of the industries are falling prey to easy
solutions ofmergers or amalgamation, or are being
expelled trom the market through acquisition.
1. Declining Productivity
The rate ofgrowth ofoutput of Indian corporate sec-
tor has experienced a decline since 1990s. The re-
cent Economic survey also mentions that the rate of
industrial growth has fallen from 11% in 1995-96 to
9.8% in 1996-97. The average growth rate between
1997-98 to 1990-91 i.e. before structural adjustment,
was 16.2%, which reduced to 13.6% between 1991-
92 to 1993-94, Even this is a understatement because
these are figures of nominal output and not real out

which would be much less after accounting for in-
ilation. There are some discrepancies in the rate of
real growth of industries, which was 8.2% accord-
ing to official IP for 1990-91, and 3.5% according
to CMIE data base.

Secondly. the productivity of fixed assets has de-
clined, which shows that value of production by the
value of gross assets has declined. This ratio has

dropped particularly sharply during 1990s trom 1.47
to 1.36. The marginal productivity ofinvestment has
been heading steadily downhill which means that

capital has been employed less and less effectively.
This ratios is obtained by dividing the increase in

output by the increase in investments. It was 1.36 in
1989-90 which sank below to 0.82 in 1993-94
(see Table No.2)
2. Fall in Employment and Wages
Two distinct phases in the development process are

discernitile, i.e., industrialisation, in which the share
of employment rises; and deindustrialisation where
the share declines. Paradoxically, this latter phase is
not an abnormality. But when the share of industry
in employment begins to fall even before it compelets
the industrialisation phase, the deindustrialisation is
an abnormality. It is product ofeconomic failure and
occurs when industries are in severe difficulty, and
the general performance of the economy is poor. In
these cirgumstances, labour is shed from industry and
$0 its share in total employment declines.

CMIE’s publication on Indian corporate, April, 1995
States, “It is unfortunate that indian companies are
not required to, and therefore do not, disclose the
numberofemployees employed.” This is serious con-
straint, therefore, expenditure on wages as proxy in-
dicator to study the productivity of labour are used.
The results are in stark contrast to those of the pro-
ductivity ofcapital. Output per rupee spent on wages
has increased more or less consistently since 1987-
88 ¢Table No.3). But wages as a percentage of out-
put have declined from
10.4% in 1987-88 to
8.5% in 1993-94.
3. Increased Fluctua-
tions
It is true that despite the
slowdown in the
growth rate of output

TLE OF ACE aol



' Table -2
Corporate Sector:Rate of( ‘srowth ofOutput,Productivity of Investments, Productivity ofwages

and Profitability
1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 1993-94

1) Growth of Output (%) , 12.8 18.5 18.5 14.9 16.3 13.1 11.4
2) Productivity of investment | '-49 1.49 1.47 1.47 1.44 1.30 1.36
3) Marginal Productivity of

Investment 1.6 8 I 38 1.36 1.19 1.02. 1.04 0.82
4) Productivity of wages 9.6 9.6 10.5 10.9 11.2 11.3 11.7
5) Wages as (%) ofOutput 10.4 10.4

|

9.5 9.2 8.9 8.8 8.5
6) Profitability 11.6 12.5) 13.5 13.3 14.6 14.9 15.4
Source: CMIE, The Indian Corporate Sector, April, 1995 J
and the decline in the productivity ofcag. vital, thie prof-
itability of the corporate sector (profit b efore depre-
ciation, interest, and tax divided by sale ‘s) ha s risen
steadily. Yet, real growth in sales, growt h in. depre-
ciation provision, in gross fixed assets, i: '1 né't prof-
its. in net non-recutting income, growth in g ros: s value
added have all experienced wide fluctuatic ons.It is also interesting to note that the peak i most of
the indicators,in the post 1990sis not very dif ferent
trom peak before the structural adjustm<ent: pro-
gramme. For example, real growth in sales incr eased
iby 13.6% in 1994-95, the rate was almost, :jaine in

1988-89. The growth in provision for depre ;ciat on
was 18.17% which fell to 0.84% in 1992-93. ( srowth
in net profits was 1.65% in 1989-90, which inc ‘reased

to 66.33% in 1993-94 but again fell to 57.4 4% in

1994-95. Growth in gross value added has al: 30 ex-
-perienced similar fluctuations.
Economic stability is one of the important econ omic
_ objectives of government policy as business fluctua-
tions have adverse impact on the economy asa whole,

|

as well as on industrial sector. As has already beeen:
| mentioned, foreign trade is the main source of eco-
nomic instability for developing economies.

|

4. Mergers and Acquisitions
There is a long list of mergers and acquisition| of
‘Indian Companies with multinational companies.
|

Consumption goods
top the list of these
mergers. Several ex-

» amples can be quoted.
Tea Estates and Doom
Dooma were amalga-
mated with Brooke
Bond (1993), Nusli

Wadia took over Britannia Industries from Rajan
Pillai and collaborated with French Group Danone
1993, Brooke Bond acquired ‘Dollaps’ from Cadbury
India; Baskin Robbins of the Allied Lyonos group
has tied up with Maharashtra Process food. But the
single most eventful ‘takeover’ has been by Coco
Cola of Chauhan’s Parle Exports which had with-
stood a bitter battle over softdrinks, market with
pepsom Now Parle is left with its mineral water,
Bisleri. Some new entrants like Kellogg and Ken-

_ tucky Fried Chicken, are bound to wipe outMohan’s
and other small industrial Products. A newly formed
joint venture between ITC and Zeneca; Hindustan
Level and Tomco; and Godrej Soaps and Procter &
Gamble, AB Electyrolux and Maharaja International,
Whirlpool ofUSA and Kelvinator of India are some
examples where multinationals are making steady
inroads in Indian consumermarket. For reasons men-
tioned earlier, indigenous producers are going to face
tough competition with these strong allies.
5. Foreign Investments
A drain of Capital RBI has come out in (RBI 1995)
Bulletin with its fifth Survey which mentions that
foreign firms attempt to ensure that though they grab
the Indian market, Indian firms do not export to their
market. The amount of foreign equity capital held
by foreign companies through subsidiaries and mi-

= Cf

( ‘Table - 3
Distribution of Labour Force

Sectors 1971 1981 1991

Agriculture 72 69 ~—-:«67

Industry 10. HH 10

Service 18 20 23

(Source
Census ofIndia
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Table-4 .

Some Indicators of Fluctuations in Industries(Percenta;ze)
RateofGrowth 1986-87 1987-88 1988-89 1989-90 1990-91 1991-92 1992-93 , '993-94 1994-95

1) Sales 7.4 8.3 13.7 11.5 6.5 5.5 2.8 9.0 13.6

2) Depriciation
Provision 9.67 16.45 12.88 18.71 14.01 27.88 13.65 -0, 84

3) Gross Fixed
Assets 12.5 15.1 15.7 16.2 15.4 18.7 15.9 16.4 22.9

4) Net Profit 5.33 11.32 $0.36 40.05 1.65 6.89 16.16 66.33° 57.44

5) Net non-recuring
Income 10.57. -12.95 8.54 39.98 5.76 20.06 522.11 40.60 44.02

6) Gross value
added 9.92 12.07 20.62 2064 13.01 21.53 13.16 16.06 2, 8.88

7) Wages/ Vop _—i'10.51 10.31 10.13 9.44 9,13 8.80 8.65 8.22 6-75.
8) Operating

Expenses 6.37 15.60 18.11 1836 15.26 15.75 14.63 10.90 2:4.44'

\Source : The Indian Corporate Sector, April 1996, CMIE

nority companies increased to Rs.298.4 crores.

Through the data published in 1995 pertains to the

period 1981-85, it proved more as a drain for capital
instead of a source. Largest drain takes place on ac-
count of imports which is much greater than their
exports. It is important to remember here that one

important reason of allowing MNCs in India was the

hope that they will enhance export earnings. The
survey notes that while actual inflows of foreign capi-
tal in both groups (subsidiaries and minority compa-
nies) were Rs. 192.5 crores since their inception, these
companies resulted in net foreign exchange drain of
Rs.1548.1 crores during the five year period. During
this period the net drain (import-exports) was
Rs.755.8 crores and net foreign exchange outgo on
all foreign collaborations, financial and technical,
came to Rs.2,289.2 crores during 1981-85. This loss
ofprecious foreign exchange adds to the difficulties
of indigenous industries by delimiting their import
demands ofcapital goods on the one hand and forces
them to complete with “unequals’, on the other. °

CONCLUSIONS
International trade policy of India has witnessed sev-
eral developments which showa transition from a
restrictive import policy granting shelter to domes-
tic industries. to an open, liberal policy - opening
the gates of Indian economy to international compe-

. tition. This has created wide ranging impact on vari-
ous sectors of the economy. Indian private corpo-
rate sector enjoying “Privileged position’ under the

licensing Raj regime, with out giving due conside *ra-

tion to efficiency, quality, viability and productiv-
ity, has been compelled to face new challenges in
the international trade policies. Import policy of the
Govt, has now been replaced by import liberalis ing:
policy, without first promoting internal competitions
in phased manner.
Relevant data shows that liberalised foreign trade hi 1s
failed in improving trade deficit; has encouraged
imports ofmainly consumption goods for which in-
digenous substitutes are available: and has also
proved to be a major source of drain of scarce foir-
eign exchange. The Indian corporate sector has sut =
fered on this account as it is now exposed to trade:
cycles and presently facing problems of decreasing;
productivity and rate of growth and is faced with
forced mergers, amalgamations and accusation.
However, some of the indicators, do show the im-
provement in the industrial sector. Also 7 years (since
adoption of NEP) period is too short to claim that

hypothesis ofdeindustrialisation and destabilisation
in India due to libralised trade. is established. Yet.
this apprehension is
worth serious consid-
eration by the keen ob-
servers of the
economy.
(Courtesy ICSI Herald.
organ ofthe Indian Coun-
cil ofSmall Industries)
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Prratsation
has become the buzzword of the on

going economic liberalisation unleashed by the
Government under the Fund-Bank dictated New
Economic Policy (NEP) introduced in 1991,
Scores of arguments are being showered by the pro-
ponents of so called liberalisation and their pen-push-
ers to establish that the Government has got no busi-
ness to be in business. Further these agents ofmul-
tinational companies propagate that efficiency and

government ownership cannot go together. They also
argue that social ownership of enterprises as in the
case of public sector can no longer bring benefit to
the society. True to their brief, according to them,
transfer of the assets created by the public sector
( privatisation ) to the tax-evading corporate houses
and foreign multinational companies is the need of
the hour. And accordingly schemes have been drawn

up by those in governance for privatisation. In India,
the Disinvestment Commission has truly come up to
the design oftheir principal employer and have done
“praiseworthy” job in prescribing multi pronged
routes for privatisation.

—

The CITU statement of policy on privatisation had

already dealt with the concrete situation in our coun-

try with industry specific issues. Here the historical
background of the current phase of the philosophy
of privatisation and the offensive of privatisation
ideology are dealt with. This piece ofwrite-up ven-
tures to chart out the route through which the very
concept and mechanism of privatisation were born
in the laboratory of the chieftains of the capitalist
world, the USA and U.K. to subserve and promote
the business interest of the international finance capi-
tal. A proper scrutiny would reveal that the pro-capi-
tal economists. intellectuals and politicians in In-
dia, in service of the philosophy of privatization
cannot claim any originality in their prescription for

“ PRIVATISE AND PERISH"
GENESIS OF THE GAME PLAN

Swadesh Dev Roye

‘privatisation and its mechanism. Each and every step
towards privatisation prescribed by the
Disinvestment Commission and the players in the
corridor of power have been lifted from the World
Bank policy papers developed by the MNC lobby of
USA and Europe. Ofcourse, their copying skill de-
serves appreciation !

Refutal of the pro-privatisation arguments is not the
real purpose of this article. However, it is witnessed
that there are some people who are identified with
the camp which jfirmly believes that commanding
role of public sector in building self-reliant economy
is a must. But surprisingly these gentlemen are in-
fluenced, or better said convinced, by the campaign
justifying privatisation of public sector on the ground
of inefficiency. irrelevancy in the era of
globsalisation, financial crunch of the government
etc. We shall consider the present exercise fruitful.
if this helps in any way to these gentlemen to under-
stand that the mad drive for privatisation has its roots
in the philosophy of *Neo-Liberalisation and
globalisation’ of world economy, imposed on the

developing countries in the name of “Structural
Adjustment Programme’ (SAP).
ADVENT OF ‘REAGONOMICS’
It is relevant to recollect that, to deal with the eco-
nomic crisis of 1930s, the Keynesian theory of de-
mand stimulaltion, regulation of industry and gov-
ernment-run companies came into operation and
dominated the eco-
nomic horizon of the
world till 1970.
Among the major char-
acteristics of this pe-
riod was the ever in-
creasing share of eco-
nomic activities carried
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out through state sector, dominantly in newly liber-
ated, third world and developing countries and con-
sequent ‘shrinkage of space’ for the private sector.
The discussion paper presented in the World Con-
ference on Electric Power Generation and Distribu-
tion held in Istanbul on 17-18 February, 1992 noted;
“In 1970's, neoliberal criticism had started to at-
tack Keynesian concepts more successfully and the
theoretical basis for a monetarist and supply side ori-
ented policy was laid. Particularly the so-called
‘Chicago School in the U.S. and their followers else-
where deservea lot ofthe dubious credit for the later

dominating philosophy.”
The germ of the philosophy ofderegulation and pri-
vatisation originated in the U.S. “Chicago School”.
For providing the theoretical input for the privatisa-
tion ideology the US big business financed a world
of new foundations and “think tank”. Some such

prominent institutions were the Heritage Foundation,
the Ethics and Public Policy Center, the Committee
on the Present Danger. the American Business. The
Heritage Foundation blueprint - “Mandate for Lead-
ership’ provided a detailed scheme for the “Reagan
Revolution”. The foundation's Privatisation: a strat-

egy for taming the budget outlined a privatisation
strategy. Thus, it is evident that the seed of the
“poison tree’ of deregulation and privatisation was
sowed in U.S. It has rightly been observed that: “
the boom of privatisation owed its existence to the
American experience of Deregulation ... the chang-
ing political ideology towards the right and growing
influence of the monetarist school.”
DEVELOPED/DEVELOPING COUNTRIES
In the developed countries the decision for privati-
sation and deregulation was largely “home-made”,
while it has been imposed on the developing coun-
tries by the forces of neo-imperialism and executed

through different mechanism of their agencies;
World Bank and IMF. However, it must be men-

tioned that while the

ruling classes of the
developing countries
have surrendered, the

working class of the
affected countries
have been fighting
against the philosophy

of privatisation.
It is important to note that privatisation is accom-
plished through the whole range of process. The
major ones are : outright sale. off-loading of equity
in tranches, joint ventures, promoting private sector
to outgrow public sector, abolishing various public
services, off-loading permanent jobs to contractors,
encouraging private funds to build and operate pub-
lic services, management contract in public sector,
inducting representatives of private sector in the

management of public sector in the name of induct-
ing professionals.
According to Samuel Paul “Privatisation of indus-
trial and commercial public enterprises has been in-

significant in the US ... it has been predominantly in
the area of “contracting out” public services. Ur-
ban services such as garbage collection, wastewater/
sewage treatment, solid waste disposal, public trans-
portation and fire protection.“ (EPW, Feb*88) Mind
that US is the country where the privatisation phi-
losophy has originated. 4

GREAT BRITAIN : THE ‘SHOWCASE’
Amongst the advanced capitalist countries Great~
Britain has been identified as the ‘showcase’ for

—

many pro-privatisation governments all over the
world. As in the case ofUSA. so too for Great Brit- .

ain, the role of ‘think tank’ for the “Thatcher Pro-
gramme’ was provided by the Adam Smith Institute
established in 1981]. It is revealing to note that ~

Banks, stockholders, accountants and management
consultants received some 650 million pounds in
fees from Britain’s 24 billion pounds privatisation
programme to the end of 1988.
The early major victims ofThatcher Programme were
British Aerospace, British Airways, Cable & Wire-
less, National Freight Corporation, Amersham In-
ternational, British Sugar Corporation, Associated
British Ports, Britoil, British Petroleum, British Gas,
British Coal, BritishTelecomm, National Bus Com-
pany etc. In the subsequent phases more followed.
Incidentally it may be mentioned that in Great Brit-
ain the privatisation operation have been carried out
in three phases.
The trade union movement and labour became the

worst victims of the privatisation operation. “About
1,70,000 workers found their jobs transferred to

private sector by 1984.” The famous miners’ strike
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of 1984-85 was a glorious battle against privatisa-
tion ofmines. However, it is a different matter that
British Coal has reduced drastically its coal pit from
170 to only 69 as a consequence ofwhich about 1.5

lakh coal workers lost their job. The electricity in-

dustry has been one of the worst victims of the
Thatcher programme. The industry has been broken
to pieces and thousands ofworkers have been thrown
on street.
TARGET : DEVELOPING

justment Programme’ instead.” Budhoo said, “Thus
everything we did from 1983 onward was based on
our new mission to have the South ‘privatised’ or
die.”
The directive to the developing countries for priva-
tisation was issued by the USA in open concrete terms
when it declared, “ assistance for some developing
countries would depend on their efforts to transfer

public assets and programs to pri-
vate industry ...[because] privatisa-

COUNTRIES
The striking feature of the perverse |

privatisation programme of the tm-
|

perialist forces is the deep rooted
|.

conspiracy to destroy the self-reli- :
*

ant economic development of and
to subjugate the economic sover-_ ;

eigntyof the developing countries. |

After rehearsing in their own coun-
tries and that too mainly upto the
extent of deregulation, the gun has

tion is usually sound economic
policy.”
According to a World Bank study
report by Charles Vuyelsteke on

privatisation techniques, in 68
countries “public sector companies
have been in some way or the other
shifted from state ownership into

private hands.”
“THE BLUE BOOK”
We have seen in the foregoing dis-

*¢

been directed towards the develop-
ing countries: the actual targeted stage for enacting
the dangerous drama of privatisation. As Michael
D. Boggs. former General Secretary of ICEF said:
~ There is a plot afoot in this drama of privatisation
that we witness today in the developing countries,
_and it is a plot to a drama that is being scripted by
the International Monetary Fund and the World
Bank..~
In his famous revealing ‘open letter’ of resignation
from the post of Senior Economist of the IMF ( ad-
dressed to the Managing Director of IMF), Davison
Budhoo has disclosed many sensational information

“which have got direct bearing on the perverse priva-
lisation programme. He wrote that President Reagan
asked the IMF to draw plan to turn the “third world
anew bastion of free wheeling capitalism.” Budhoo
continued “the strategy was finalised and explicitly
stated in the Baker Plan of 1985 and in the eligibility
criteria to Enhanced Structural Adjustment Facility
to the 62 ‘poorest’ countries of the world.” The tet-
ter said that the IMF was told “the Baker Plan, let it
be the base for a new set of instruments for trans-

forming Third World societies, and use new jargon:
for heaven's sake. use new jargon ! Don’t say “De-
mand Management” anymore, say ‘Structural Ad-

cussion that the international fi-
nance capital. under the leadership of US big busi-
ness, is the author of the philosophyofprivatisation.
However, the task ofundertaking vigorous ideologi-
cal campaign and for drawing the strategies to ex-
ecute their game plan was assigned to the World
Bank and International Monetary Fund. The direc-
tive was that since public sector ts antithesis to the

philosophy of privatisation, the state must not have

any role in the economic activities. Theretore. the
state owned sector must be privatised at all cost in

order to pave the path for the unhindered march of
finance capital over the graveyard of public sector.
The World Bank conducted a worldwide researct
and published a voluminous book titled ‘BUREAU.
CRATS IN BUSINESS’ - The Economics and Poli-
tics ofGovernment Ownership and termed the pub.
lication as a “World Bank Policy Research Report.”
The book has dealt
with exclusive details
the experience of the
countries which have
successfully (?) re-
formed [better read
ruined] the public sec-
tor and those who are
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in default. It has “diagnosed the disease’ of the de-
iaulting countries and prescribed the poison for com-
mitting economic suicide. The concluding chapter
of the book notes : we hope that the evidence and

analy sis presented in this book together with the road

map for successful [public sector] reform will give
political leaders ... a better understanding of how the

many obstacles to successful reform can be over-
come.” Thus the book should be better titled as
“The Blue book” for path to privatisation.
THE THREE CONDITIONS
According to the World Bank three conditions must
be fulfilled to create the atmosphere for PSU re-
form : (a) political desirability (b) political feasibil-
ity and (c) Government credibility. And by *reform’
they really mean nothing less than privatisation.
They say the leadership of the party in power must
have political desire to undertake the pubic sector
reform and in the absence of such leadership it is
necessary to ensure, what the Bank say: change in
the regime or ... shift in the composition of the gov-
erning coalition.” At the same time there is neces-
sity for a shift in the support base of the political
party to “the urban commercial and middle classes,
whose interests are not consistent with those of State
Owned Enterprises (SOE) workers.” The other
method to ensure political desirability is the pres-
ence of economic crisis. “The second circumstances
involves shocks such as drought, a decline in for-
eign aid or sudden deterioration in the terms oftrade
... In these cases . a crisis must be extremely large.. The message is clear - either change the politi-
cal leadership or create a so called economic crisis
to compel the leadership to ride on the path to de-
stroy public sector.
As regards far the condition for political feasibility,
the “Blue Book” say that this cannot be attained if
the public sector workers” movement is strong
enough and the workers ™ who stand to lose are so

determined that they
resort to strikes, dem-
onstration or other
forms of civil disobe-
dience. * So they have
the remedy to “ offset
resistance through a
combination ofCOM-

PENSATION and COMPULSION - for example
by offering fired workers severance payment, dis-
tributing shares to the public or to workers in pow-
erful unions and by banning strikes ... or otherwise
curbing labor union power.” No more elaboration is

necessary to understand the real intention of the
Government behind imposition of the voluntary re-
tirement scheme and the motive behind the noise
for ‘labour law reform’ !

The last and major pre-condition is the political cred-
ibility. The research report says that the Govern-
ment implementing the ‘reform’ must earn the con-
fidence of the private capital with the “ promise to
investors that Government will establish a policy
regime conducive to profitable operations and refrain
from re-nationalizing or otherwise expropriating pri-
vatized assets.” The report continued to further pre-
scribe, “The profitability of these investments de-

pends on a wide array of economic policies, includ-
ing secure property rights, the tax regime and the

prices that investors are allowed to charge for their
output.” With the specific aim to protect the interest
of the foreign investors the Bank further prescribes
that the reforming governments should be brought
under the clutch ofWTO ; “which explicitly restrict
signatories from assisting domestic companies, in-
cluding state firms, with subsidies and tariff and
quota protection ... They are less likely to do this if
the country relies heavily on trade and is therefore
vulnerable to the trade-sanctions that foreign gov-
ernments might impose in retaliation.”
Now we have been hearing the rhetorical cry for,
not only from the ardent advocates of economic re-
form but from some unexpected corners as well,
the necessity in building the confidence ofMNCs
by welcoming them to invest in our country. Sign-
ing the GATT ts a part of confidence building exer-
cise. according to World Bank, formula, and hence
to oppose WTO but welcome MNCs is rather con-

tradictory.
TO REMOVE HURDLES
Ifaving discussed the pre-conditions for privatisa-
tion programme, the World Bank proceeds with
different sets of guidelines for preparation for the
countries which are ready for PSU- reform and those
who are hot ready. The "Blue Book’ prescribes;
“foster competition while hardening budgets. end-
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ing soft credits [to PSUs]. increasing managerial
autonomy, removing barriers to entry [of private
sector] thereby increasing the number of voice call-
ing for SOE reform, lower cost of capital for private
sector [reduce interest rate].”
The World Bank has strange method to blunt the PSU
workers” movement against privatisation. It asks the
governments to reduce wages and other remunera-
tion, remove job security. curtail trade union bar-

gaining power and so on . They say in the process
public sector jobs should become unattractive and “
force them [PSU workers] to look for work in the

private sector.”
In this connection it ts worthwhile to note what the
World Bank has prescribed in the World Perspec-
tive on World Development Report, 1995. “Reduce
the role of central government in the labor market ...
This can be achieved in two ways. First privatiza-
tion of state enterprises would automatically reduce

government's wage setting role. Second, for enter-
prises that remain in the public domain. wage deter-
mination needs to be decentralized ... for this strat-
exy to succeed, government will need to impose hard

budget constraint
on public sector enterprise man-

agement.”
In the light of the above prescription of the World
Bank ifwe analyse the steps taken by the successive
governments in withdrawing budgetary support to
PSUs, so called autonomy granted to the manage-
ment in the name of*Navratna’, restric ions imposed
on wage negotiations and such other measures, it is
not difficult to understand where from the input is

coming. These are steps, actording to the World
Bank. to prepare a country for massive privatisation
and demolition of public sector.
PRIVATISE IN PHASES
According to obtaining condition in the respective

countries,
as narrated above, the World Bank report

has prescribed the phases and strategiesfor privati-
sation. It says: ~ Direct sales are attractive to devel-
oping countries for several reasons ... direct sales
may also be more appropriate for troubled large
firms. Where opposition is strong and an enterprise
is large, government can sometimes overcome ob-
jections by distributing some of the shares widely. If
potential buyers cannot otherwise raise the funds.
the enterprise can be sold in tranches (passing man-

agement control immediately to private. allowing
them time to raise the funds to buy out rest of the
shares gradually).” To facilitate the prospective pri-
vate buyer the Bank has suggested, splitting off
the large size public sector enterprise and horizon-
tal unbundling of other activities.”
However, where immediate sale is not attainable, the
Bank says. immediate step toward divestiture , man-

agement contracts is advisible . However, such man-

agement must have the * freedom to hire and fire.
Which is an important factor in the successful man-

agement contracts.
~

These strategies of the World Bank have full reflec-
tion in the modus operandi of the Disinvestment
Commission which has recommended for strategic
disinvestment of 51% shares in a number of giant
PSUs along with management transferwith the stipu-
lation that at a latter date the remaining shares shall
be sold out to the strategic buyer. The steps being
taken by the government to split big PSUs like
ONGC, Bharat Petroleum Corporation, IOC are in
line with the strategy drawn

iin the “Blue Book’ of
World Bank.

According to the ‘research report’ ofthe World Bank.
opening up of financial sector is an important com-

plementary step for
successful

execution of priva-
tisation programme. It says, financial sector re-
forms are key to competition and hard budgets. be-
cause they make loan to SOEs subject to independ-
ent, commercially driven decisions. They also make

privatization easier by enhancing the ability ofbanks
to mobilize savings, assess entrepreneurs, finance
sales of SOEs and oversee new management. all of
which, in turn, help expand the number of [private]
investors that can participate in the privatization proc-
ess.” The World Bank is guite unhappy that. SOEs
often capture a disproportionate share of credit.
squeezing out private sector borrowing.”
Thus the repeated insistence for opening up of fi-
nancial sector ts really
out of deepet motive
and multiple inten-
tions. It is not mere pri-
vatisation of banks and
Fls.
It is also aimed at

squeezing source of fi-
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nance for the PSUs and providing finance to the pro-
spective private participants in perverse privatisa-
lion programme.
The World Bank is eager to ensure that the sales pro-
ceeds must not be reinvested again in public sector
and prescribe that. *

privatization proceeds can be
used to retire any obligation [ better read repayment
of loan and interest] but not to start public projects.
Another important use is to compensate the losers
from reform, for example, by funding severance pay
or the distribution of shares to employees and oth-
ers.” [tis amazing to note that while the World Bank
is Opposed to any investment before privatisation,
(say for reviving the any sick unit) it recommends
that. “government needs to be prepared to write down
some of the typically large SOE”s debt burden and

lay off workers before selling the enterprise !
“ Ob-

viously to attract private buyers.
No wonder that Government of India is totally op-
posed to plough back the proceeds from
disinvestment of PSU shares for expansion and tech-
nological upgradation of PSUs, let alone financing
the revival scheme of sick PSUs. No doubt the
Disinvestment Commission and the liberalisers in
the ruling polity deserve ‘recognition’ for their faith-
fulness to the blueprint authored by their Fund-Bank
masters !

THE REAL BENEFICIARIES
While the philosophy of privatisation has been for-
mulated by the international finance capital , obvi-
ously the real beneficiaries of the privatisation game
are the multinational companies and the developing
economies are the actual losers. As observed by
ICEF, ~

impact of privsatization on corporate struc-
tures is fairly clear. Powerful and large private sec-
tor groups are generally strengthening by privatiza-
tion. Economic power ts further concentrated and
centralized. In most developing countries, privati-
zation results in a domination of the national

economy by foreign
capital.” According to
a study report. as a

consequence of the

perverse privatisation
programme the multi-
national companies
have experienced ex-

plosive growth. Whereas only 7,000 multinational
companies existed in 1970, the total reached to
37,000 by 1990. These MNCs together control 70%
ofworld trade and 75% ofworld investment. More
than 40% ofworld trade takes place between multi-
national companies’ own subsidiaries. The 15 larg-
est MNCs have revenues greater than the GNP of
120 poorest countries. More than halfof the 37.000
MNCs are headquartered in any of these four coun-
tries only ; USA, Japan, Germany and Switzerland.
The top ten multinational companies operating in
the coal trade have so far captured nearly halfof the
world coal trade. Only five major players are con-
trolling the world power generation machinery in-
dustry. These are - Westinghouse of USA, Simens
from Germany, Framatome of France, Mitsubishi
from Japan and Asea Brown Boveri of Sweden.
TO DEFEND ECONOMIC SOVEREIGNTY

|

The importance of and urgency to the fight to pro-
tect the public sector and oppose privatisation must
be conceived on the basis of the worldwide experi-
ence of the effect of such conspiracy of the interna-
tional finance capital. It is not the question of public
sector efficiency, degree of productivity or work
culture of the public sector. The bogey of ineffi-
ciency raised against the public sector is really in-
tended to create conducive condition to eliminate

'

public sector and advance private sector.
‘The research report’ of the World Bank has show-
ered high appreciation on South Korea, Mexico,
Chile and the likes for their all round success in
PSU reform. The irony is that within one year of
publication of the World Bank report the hard real-
ity has surfaced before the world. We must take les-
son from such horrifving experience.
The World Bank strategy is to push the public sector
movement out of context in the name of shifting the

constituency ofthe political party that rules the coun-

try. Thus the task for the trade union movement is
defined. The responsibility to save the public sector

‘in the face of mad drive for privatisation must be

‘pioneered by the working class. At the same time
the patriotic democratic forces having commitment

|

for the economic sovereignty of the country must

|

extend all support for the national cause of protect-
ing the public sector from the onslaught of the phi-

: losophy of privatisation.
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lobalisation” has become the catchword of the
Nineties. The word conceals more than it re-

veals. Bourgeois economists present globalisation as
a neutral phenomenon by disguising its class con-
tent. Globalisation is key feature ofthe current phase
of imperialism. It is the slogan ofMulti National Cor-
porations backed by imperialist countries. The proc-
ess of globalisation embracing the socio-economic
and political dimensions ofhuman existence is a war
of the global rich against the global poor.
The last five decades after the second world war have
seen a wave ofeconomic activity. International pro-
duction, world trade of goods and services, foreign
direct investment and transfer ofmoney across na-
tional borders have all become central aspects of
capitalist economic life, and in consequence, are

defining the dynamics of capitalist development in
the current era.
Capital has had a global character right from its in-

ception. In the earlier spurts of internationalisation
ofcapital, the bourgeosies ofmetropolitan countries
alone participated. But in the present phase of
globalisation, sizable sections ofcapitalist classes in

developing countries have joined hands with the met-

ropolitan capital in the project to integrate the econo-
mies ofdeveloping countries into the global capital-
ist system. They are encouraged and enticed to join
the globalisation process on a plea that the rules of
this process are same for everyone. The principal
economic institutions of the imperialist countries are
“World Competitive” and thus nothing to lose and

everything to gain from “free trade” and open mar-
kets.
THE BACK GROUND
After the second world war, international capital took

sweeping measures to achieve its strategic goals - to
bolster its economic positions in developing coun-
tries and create conditions enabling it to expJoit the

The New Phase of
Global Capitalism

M.R. APPAN
newly - free nations still more. After attaining inde-

pendence. industrial development was the central
element in the economic policy of the majority of
developing countries, without altering the produc-
tion relations prevalent. So the possibilities to finance
the economic growth from national resources were
limited.
Developing countries sought foreign credits and bor-
rowed heavily on account of objective internal and
external factors. The debt burden ofdeveloping coun-
tries increased many-fold. The total outstanding long-
term debt ofdeveloping countries stood at 62 billion
US dollars in 1970. It increased sevenfold in the
course of 70s to reach $481 billion in 1980. The to-
tal debt including the short-term debt ofdeveloping
countries stood at more than $2 trillion in 1996, a 32
fold increase in relation to 1970.
The developing countries were engrossed in a deep
debt crisis in the middle of eighties. Today. more
than at any time in the history ofcapitalism, the prof-
its of finance capital are based on debt and the world
debt surpasses $31 trillion, galloping at a growth rate
of 9% or three times faster than that of world GDP
and world trade. The imperialist capital wanted the
flowofcapital to the developing countries with less
risk and more rewards. This is the background for
the wave of financial liberalisation.
The industrial production in the leading capitalist
economies has continually slowed down in the sev-
enties and eighties. The slow down reflects a nar-

rowing of profitable opportunities of capitalist in-
vestment in the developed economies. The spectre
of globalisation has
arisen in this back-
ground. This is forcing
the imperialists to seek

profits and investment

opportunities more and
more on a global level.
Added to this, the col-

ME WURRKINS. GLASS 63



lapse ofthe socialist system in the Soviet Union and
Eastern European countries enabled the international
monopoly capital to bring the entire globe under its
spell. The present phase of capitalist globalisation
was incubated with the science and technology revo-
lution and the hatching ofmulti-national capital out
of developed capitalist countries. The central theme
of current phenomenon is the globalisation of capi-
tal.
EXPORT OF CAPITAL
Export of capital has been an instrument of growth
and expansion ofcapital. It has been recognisedas a

characteristic feature of imperialism. The export of
capital is conducted mainly in three ways: by direct
investment. by making portfolio investment or by
granting loan.
Foreign Direct Investment (FDI) is long-term move-
ment of capital across national borders. It acquires
companies in other countries, it establishes new pro-
duction units in foreign countries or enters into joint
ventures with other companies in host countries. It
comes not only with money but with technology also.
FDI. in a way, lavs the foundation for globalisation
of capital. Phe tow of EDIE to the developing coun-
Iries induces new investments of domestic origin.
than the foreign capital. The total inflow of FDI into
the developing countries during the period of 1991-
95 was 350 billion US dollars. In the nineties, there
|has been a great upsurge in the flow of FDI into the

developing countries. The total FDI stock in 1990
was 100 billion dollars. having multiplied 20 times
since 1960.

Foreign Portfolio Investment(FPI), the cumulative
name for cross border investments in bonds, equi-
ties and related securities has become the principal
mechanism for flow of finance across countries. Such
investments makes hardly any contribution to pro-
duction. Portfolio investment is basically “floating
eapital” always on the move in search of avenues of

profit. The total FPI
inflow into the devel-
oping countries which
was 9.34 billion dol-
lars in 1990, suddenly
rose to 36.80 billion in
1992 and 93 billion in
1993. Build up of this

type of reserves introduces not only volatility but
also risk to the economy. Capital flight has been a

reality all through the nineties. Developing countries
will lose capital through repartrition of profits and

outright departure of foreign investments. Having en-
larged tremendously, the scope of capital expansion
has heightened the danger ofcrisis and instability to

unprecedented levels. Globalisation ofcapital is the
principal cause of unemployment, poverty,
marginalisation and social disintegration in this
world, particularly in the developing countries.
MULTINATIONAL CORPORATIONS
Production as well as markets for products have in-
creasingly become global. Multinational Corpora-
tions (MNCs), also known as Transnational Corpo-
rations (TNCs), have come to play a central role in
this process. They are in the vanguard of
globalisation. The MNCs emergence in a big way
since the sixties marks an uninterrupted movement
of capital concentration. Today the MNCs influence
the major economic decisions of the world such as
what to produce, how much to produce and where to

produce. The current and future control of the re-
sources of the world are significantly depend on those
decisions.
At the onset of 1990s there were around 37000MNCs
with 170000 affiliates whose chains bestrode the
world economy. Globalisation and liberalisation are
the slogans of the MNCs which requires freedom to

operate at a global level. All the MNCs are not gi-
ants. The top 200 mega corporations, as measured

by corporate profitability, control 70% of the total
FDI and over 25% of the world productive assets.
The world GDP in 1992 was 21900 billion US dol-
lars. Sales of the top 200 MNCs accounted for 5862
billion dollars. In 1992, the top 200 are geographi-
cally spread in a few countries: USA (60) Japan (54)
France (23) Germany (21) UK (14) and Switzerland
(8). The first five countries alone house 180 corpo-
rations out of the top 200. Out of top 200, the top 10,
each earned yearly over 2 billion US dollars in prof-
its. The top 10 amassed 40% of total profits. Six pri-
vately owned mega corporations (i.e. their stocks are
not quoted on the New York Stock Exchange) are
not included in the top 200, although their revenues
could easily propel them into the company of top
200: Cargill, Koch, UPS, Continental Grain, Mars
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and the investment and securities firm of Goldman
Sachs.
The MNCs are the primary agents responsible.for
FDI and have spread to all corners of the globe and
are growing larger and far more rapidly than the
world economy as a whole. The MNCs demands an
“activist” State - but one that dismantles the welfare
state in favour of globalisation.
GLOBAL INSTITUTIONS
The International Monetary Fund and the World-
Bank are playing a key role in the process of
globalisation. The IMF and the World Bank were
set up at the end of second world war by imperialist
countries to anchor their interests in the structure of
the world economy. They pave the way for the pen-
etration of finance capital in the developing coun-
tries.
The formation of the World Trade Organisation in
1995 is also a landmark in this process. Now, a new

“triangular division of authority” has unfolded. En-
forcement of IMF-WB policy prescriptions have
become permanently entrenched in the articles of
agreement ofthe World Trade Organisation. The UN
system has been marginal compared to the Bretten
Wood twins. The World Bank has more control over
education and culture than the UNESCO, more con-
trol over agriculture than the FAO and more control
over health than WHO.
CONSEQUENCES
Under globalisation, the change in the structure of
production and management practices have frag-
mented and segmented the labour force. Largest in-
tegrated plant employing large numbers of skilled
and semiskiled workers on mass production has be-
come an obsolete model of organisation.
The new model is based on a core - periphery struc-
ture of production: a small core of permanent em-
ployees handling finance, research and development.
technological organisation and marketing; and a pe-
riphery consisting of dependent units manufactur-
ing the components of the production process.
While the core is integrated with capital, the frag-
mented component units ofperiphery are much more
loosely linked to the overall production process. The
work force in the periphery are not covered gener-
ally by any protective labour laws and thereby, ex-
cessive working hours and casualisation ofwork are

_ safe water and 1.9 bil-

the order of the day.
The preset intensive phase of globalisation affects
directly the livelihood of more than 4 billion people
of all countries. It destroys the national currencies
and economies. It forces “dollarisation” ofdomestic
prices of developing countries. It insists on
deindexation of wages of the workers and
casualisation of employment and ultimately
globalises poverty.
CHARACTERISTICS
Replacement of pre or non-capitalist production re-
lations with capitalist ones and poverty amidst plenty
are the important characteristics of the present phase
of globalisation, everv where. Global capitalism is

tearing down all non-market structures. Every cor-
ner of the globe, every nook and corner of social
life is becoming commodified. This involves break-
ing up and commodifying non-market spheres ofhu-
man activity, especially public sphereas managed by
States. Commodification involves the transfer ofnon-
capitalist public spheres such as health and educa-
tional systems, utilities, infrastructure and transpor-
tation system to private ownership. In every aspect
ofour social existence, we increasingly interact with
our fellow human beings through dehumanised and

competitive commodity relationships.
POVERTY AMIDST PLENTY
Socio-economic inequalities and human misery grow
drastically under globalisation. The gap between rich
and poor is widening within each country, developed
and developing countries alike. Simultaneously, there
is also a sharp increase in the inequalities between
the developed and developing countries. .
The worldwide inequality in the distribution of
wealth is in the form of permanent violence against
the world’s majority. According to the UN Human
Development report 1994, 1.3 billion people live in
absolute poverty-literally between life and death. One
billion are without access to health services, 1.3 bil-
lion have no access to

lion are without access
to sanitation.
The 1994 report further
indicated that the
wealthiest 20% of hu-
manity received 84.7%
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of the world’s wealth. The comparison between rich
and poor nations also have widened. In 1960, the
wealthiest 20% ofthe world nations was thirty times
richer than the poorest 20%, Thirtyfour years later
in 1994. it was sixty one times richer.

Twenty developed countries with only a quarter of
the world people consume about three quarters of
the world production and the G-7 countries possess
two third of the gross production and consumption
of the world. These figures are based on compari-
sons of the average per capita incomes of rich and
poor nations. In reality, there are wider disparities
within cach nation.
CONCLUSION
The globalisation has opened new opportunities for
monopoly capital from imperialist countries to re-
produce itself'on an ever larger scale in far corners
of the globe. It has brought changes in the anatomy
of inter-imperialist contradictions and shifted the
conflict to a new arena which lies largely in the eco-
nomic field. It has restructured the relationship be-
tween imperialist bourgeoisie and the bourgeoisie
of the developing countries, as junior partners.
The growing contradiction between globalisation and

decay of the domestic economy and society of de-
veloped countries and the contradiction between
growing elite integration in the world market and
the pillage of domestic resources and labour in the

developing countries are creating the basis for a new
kind of internationalism built around common op-
position to capitalist globalisation.
In order to counter globalisation effectively, the
working class movements in all countries must tar-
get the various financial interests which feed upon
this destructive economic model.
Bridges of international working class solidarity must

urgently be built. Actions of different toiling seg-
ments in solidarity at national and international lev-
els are the need of the hour.

(M.R. Appan is the
Honorary President of
the All India State
Government
Emplovees’
Federation.)

THE WORKING June. 1998 |

WITH.
BEST

COMPLIMENTS
FROM:-

INDIAN OVERSEAS BANK
EMPLOYEES'

CO-OPERATIVE CERDIT
SOCIETY LTD.

P-35 INDIA EXCHANGE
PLACE,

CALCUTTA - 700 001



INTRODUCTION
“Seeds of Suicide” is a study of the impact of trade
liberalisation on Indian agriculture and Indian farm-
ers. It is an account of the social and ecological costs
of globalisation. .

More than 100 cotton farmers have committed sui-
cide in Andhra Pradesh (AP) in this season. Farm-
ers' suicide are, however, not only restricted to
Andhra Pradesh. Across the country farmers are tak-
ing the desperate step of ending their life because of
the new pressures building upon them asa result of
globalisation and spread ofcapital intensive agricul-
ture. The promise of huge profits linked with clever
strategies evolved by the seeds and chemical indus-
tries include the lure of huge profits and easy credit
for purchase of costly inputs. However,the reality
ofglobalisation is different from the corporate propa-
ganda and from the promises of trade liberalisation
and agriculture offered by the World Bank,the WTO
and experts and economists sitting in our various
ministries.
The epidemic of farmers’ suicide is the real barom-
eter of the stress under which Indian agriculture and

Indian farmers have been put by globalisation ofag-
riculture. Indebtedness and crop failure are the main
reasons why the farmers have committed suicide
throughout the length and breath of rural India. In-

. debtedness and crop failure are also inevitable out-
comes of the corporate model of industrial agricul-
ture being introduced in India through globalisation.
Agriculture driven by MNCs is capital intensive and
creates heavy debt for purchase of costly internal

inputs such as seeds and agro-chemicals. It is also
ecologically vulnerable since it is based on
monoculture of introduced varieties and non-sustain-
able practices of chemically intensive farming.
The Andhra Pradesh tragedy highlights these high

Seeds of Suicide :

The Ecological and Human Costs
of Globalisation of Agriculture

Dr. Vandana Shiva
Afsar H Jafri

social and ecological costs of the globalisation of
non-sustainable agriculture which are not restricted
to the cotton growing areas of this state but have
been experienced in all commercially grown and

chemically farmed crops in all regions. While the
benefits of globalisation go to the seeds and chemi-
cal corporation through expanding markets, the cost
and risks are exclusively borne by the small farmers
and landless peasants.
The two most significant ways through which the
risks of crop failures have been increased by
globalisation are the introduction ofecologically vul-
nerable hybrid seeds and the increased dependence
on agro-chemical inputs such as pesticide, which are
associated with the use of hybrids.
The privatisation of the seed sector under trade lib-
eralisation has led to a shift in cropping patterns from

polyculture to monoculture and shift from open pol-
linated varieties to hybrids. In the district ofWarangal
in Andhra Pradesh, this shfit has been vary rapid,
converting Warangal from a mixed farming system
based on millets, pulses and oilseeds to a monoculture
of hybrid cotton.
The focus of the cotton failure has been on the ex-
cessive use of pesticides or of spurious pesticides.
However, pesticide use is intimately linked to hy-
brid seeds. Pesticides become necessary when crop
varieties and cropping patterns are vulnerable to pest
attack. Hybrid seeds offer a promise ofhigher yeidls,
but they also have higher risks of crop failure since

they are more prone to

pest and disease attack
as illustrated by the
Andhra Pradesh expe-
rience. Monocultures
further increase the
vulnerability to pest at-
tacks, since the same
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crop of the same variety planted over large areas year
after year encourages pest build-ups.
The problem of pests is. therefore, a problem cre-
ated by erosion ofdiversity in crops and cropping
patterns. The most sustainable solution for pest con-
trol is rejuvenating biodiversity in agriculture. Non-
sustainable pest control strategies offer chemical or
genetic fixes while reducing diversity, which is the

biggest insurance against pest damage.
As the cotton disaster shows, the globalisation ofag-
riculture is threatening both the environment and the
survival offarmers. Biodiversity is being destroyed,
the use of agro-chemicals is increasing. ecological
vulnerability is increasing and farmer debts are sky
rocketing leading to suicides in extreme cases.
This study both takes tock of the impact of seven
years of trade liberalisation and create policies fora
more sustainable future. Farmers and policy makers
may draw the right lessons from the cotton tragedy
in Andhra Pradesh and focus on building ecologi-
cally lasting solutions instead of chasing the “magic
bullets” of technological fixes, which kill farmers
more effectively than they kill pests.

THE NEW SEED POLICY AND THE
SPREAD OF INAPPROPRIATE

MONOCULTURES
For 10,000 years, farmers and peasants had produced
their own seeds, on their own land, selecting the best
seeds, storing them, replanting them, and letting na-
ture take its course in the renewal and enrichment of
life. With the Green Revolution, peasants were no

longer to be custodians of the common genetic her-

itage through the storage and preservation of grain.
The miracle seeds of the Green Revolution trans-
formed this common genetic heritage into private
property, protected by patents and intellectual prop-
erty rights. Peasants as plant breeding specialists gave
way to scientists of multinational seed companies
and international research institutions like CIMMYT

and IRRI. Plant breed-
ing strategies ofmain-

taining and enriching
genetic diversity and

self-renewability of
crops were substituted

by new breeding strat-

egies of uniformity

and non-renewability, aimed primarily at increasing
transnational profits and First World control over the
genetic resources of the Third World. The Green
Revolution changed the 10,000 years evolutionary
history of crops by changing the fundamental nature

_

and meaning of seeds.
For 10,000 years, agriculture has been based on the

strategy of conserving and enhancing genetic diver-
sity.
According to former FAO genetic resources expert
Erna Bennet:
Thepatchworkofcultivation sown byman unleashed
an explosion of literally inestimable number ofnew
races of cultivated plants and their relatives. The
inhabited earth was the stagefor 10,000 years, for
an unrepeatableplant breeding experiment ofenor-
mous dimension.
In this experiment, millions ofpeasants and farmers
participated over thousands of years in the develop-
ment and maintenance of genetic diversity. The ex-

periment was concentrated in the so-called develop-
ing world where the greatest concentrations of ge-
netic diversity are found, and where humans have ..
cultivated crops the longest. The traditional breed-
ers, the Third World peasants, as custodians of the
planet’s genetic wealth, treated seeds as sacred, as
the critical element in the great chain ofbeing. Seed
was not bought and sold, it was exchanged as a free

gift of nature. Throughout India, even in years of
scarcity, seed was conserved in every household, so
that the cycle of food production was not interrupted
by loss of seeds.
The shift from indigenous varieties of seeds to the
Green Revolution varieties involved a shift from a

farming system controlled by peasants to one con-
trolled by agro-chemical and-seed corporations, and
international agricultural research centres. The shift
also implied that from being a free resource
reporduced on the farm, seeds were transformed into

‘ acostly input to be purchased. Countries had to take
credit from banks to use them. International agricul-
tural centres supplied seeds which were then repro-
duced, crossed and multiplied at the national level.
For the production of seeds for chemically intensive
agriculture,seeds are classified into four categories
by seed certifying agencies:
1. Breeder seeds- Seeds or vegetative propagating
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materials directly produced or controlled by the origi-
nating plant breeder or institution. Breeder seeds are
also called nucleus seeds.
2. Foundation seeds- these are the direct increase of
breeder seeds.
3. Reyistered seeds are the progeny of foundation
seeds.
4. Certified seeds are the progeny offoundation, or
registered seeds.
World Bank finances were an important element in
the spread of the vast network that was needed for
distribution ofGreen Revolution varieties. In 1963,
the National Seed Corporation was established. In
1969, the Terai Seed Corporation was started with a
World Bank loan of US $13 million. This was fol-
lowed by two National Seeds
Project (NSP) loans. NSP 1 of US
$25 million was given in 1976 and
NSP If of US $ 6 million was given
in 1978 to support the National Seed
programme. The overall objective of
the projects was to develop state in-
stitutions and create a new
infrastucture for increasing the pro-

. duction of certified seeds. In 1988,
the World Bank gave India a fourth
loan for the seed sector to make In-
dia’s seed industry more ‘market re-
sponsive’.
The involvement of the private sec-
tor, including multinational corpo-
rations, in seed production is a spe-
cial objective ofNSP III (US $150
million). This was viewed as neces-
sary because, as the project docu-
ment notes, “sustained demand for seeds did not ex-
pand as expected, constraining the development of
the fledgling industry. In the self-pollinated crops,
especially wheat and rice, farmer retention and
farmer to farmer transfer accounted for much of the
seeds used, while some of the HY Vs were inferior
in grain quality to traditional types and thus lost fa-
vour among farmers.” The growth ofmarketed seeds
is thus the main objective of ‘developing’ the seed

‘industry’, because farmers’ own seeds do not gen-
erate growth in financial terms.
The fact that in spite of miracle seeds, farmers in

large parts of India prefer to retain and exchange
seeds among themselves, outside the market frame-
work, is not taken as an indicator of better viability
of their own production and exchange network. it ts
instead viewed as reason for a bigger push for com-
mercialisation, with bigger loans and better incen-
tives to corporate producers and suppliers. The ex-
istence of the indigenous seed industry as a decen-
tralised community based activity is totally eclipsed
in the World Bank perspective according to which,
“before the 1960s, the seed industry was little devel-

oped.’
PRIVATISATION OF THE SEED SECTOR
AND THE SPREAD OFMONOCULTURES
Privatisation of seed sector has induced three major

changes in agriculture. Firstly, it
has led to a change in cropping pat-
terns of farmers varieties from
mixed cultivation based on inter-
nal inputs to monoculture of hy-
brids based on external inputs. Sec-
ondly, it has changed the culture of
agriculture. Instead of growing
food and maximising ecological
security and food security, farmers
have been induced to grow cash

crops for high profits, without any
assessment of risks, costs and vul-
nerability. Thirdly, the shift from a

public system approach to a private
sector approach in agriculture has
also meant a reduction in public
sector low interest loans and exten-
sion, and an increased dependence
on high interest private credit, push-

ing sales of seeds and agro-chemicals as a substitute
for information and extension.
The Andhra Pradesh cotton crisis is a result ofa seed

policy, which has encouraged the privatisation of the
seed sector and the dis-
placement of ecologi-
cally adapted local
crops by monocultures
ofecologically vulner-
able hybrid seeds. .

The growth of the In-
dian seed industry will
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be worth some 20 billion rupees (around US $600
million) annually by the turn of the century. Indeed,
the formerManaging Director ofMonsanto estimates
that it will be worth 60 billion rupees (around US $ 2
billion) in 7-10 years’ time. As the value of seed sales
grows, the proportion of these accounted for by the
public sector is diminishing, with more farmers turn-
ing to high yeidling hybrid seeds produced by pri-
vate seed companies. Simultaneously there will be

. acontinued coalescence of the industry around a few
key companies, most of which will either be sub-
sidiaries of transnational companies. or otherwise
have entered joint agreements with such companies.
‘Representatives oflarge seed companies (and in some
instances the directors of smaller companies) admit
that the future for low-turnover domestic seed en-
terprises looks grim. There is uncertainty over the
actual current value of the seed industry, though it is
anticipated that this stands at 12-16,000 million ru-
pees per annum. Estimates placed the value of the
industry (both public and private) at 10,000 million
rupees back in 1994.
This massive and continued growth is attributed toa
shitt in seed sales away from the public sector and
towards the private sector, commensurate with an

increasing demand for high-yielding hybrid seed. As
- K K Chopra (Managing Director ofMahendra Seeds,
President of the Seed Association of India, and
consultatnt to the World Bank) writes: “The com-
mercial exploitation of hybrid vigour in recent years
has been acrucial factor in phenomenal increase of
private sector contribution to the total turnover. The
Managing Director ofMahyco estimates that the dis-
tribution of the market has shiftedd since 1994. He
suggests that currently some 30% is attributable to
the public sector (state seed companies), 40% to
‘large’ private companies, and 30% to ‘small’ seed
companies. Ifhe is right, this represents a small shift
away from the public sector and a significant shift

within the private sec-
tor in favour of larger
companies over the
last three years.
The seed policy has
inflicted a big blow to
this biodiversity of the
cotton and with it the

freedom of the cotton farmers, who are now in the
vicious cycle of seed companies, pesticide compa-
nies and the moneylenders. India is the country of
origin of cotton diversity, which has been the sup-
plier of the cotton seeds to the entire world. But to-

day, thanks to the new seed policy. the country of
origin has become a country of dependence. As a

consequence of the AP cotton disaster, the govern-
ment has announced that emergency import of cot-
ton seeds is likely. The import of the cotton seeds

may bring even worse disasters in the form of toxic
seeds of the Bt cotton. The alternative is to intro-
duce indigenous cotton varieties and shift away from
poisonous pesticides which are driving our farmers
to suicides.
CONCLUSION
India has once before been colonised through cot-
ton. From being the biggest producer of the cotton
and the cotton textiles, India was converted into the

biggest market for textile produced by the British
industry.
Today cotton colonisation is not restricted to the cot-
ton textiles but goes deeper into the colonisation of
the cotton seeds. From being the country of origin
and the centre of diversity India is being rapidly re-
duced to dependence on imported cotton seeds.
Freedom from the first cotton colonisation was based
on liberation through the spinning wheel. Gandhi use
of the charkha and the promotion of khadi was both
a form of resistance to the British monopoly on cloth
and a reminder that it was in our hand to make our
own cloth again.
Freedom from the second colonisation needs to be
based on liberation through the seed. India is the
home ofcotton and cotton diversity. Indigenous seeds
are still available in large parts of India. Organic
cotton is a major route to prosperity for farmers.
Indegenous cotton seeds and organic cotton produc-
tion is equivalent to Gandhi charkha's. The freedom
of the seeds and freedom of organic farming are

symultaniouly a resistance against monopolies of
corporation like Monsanto and a regeneration ofag-
riculture that brings fertility to the soils and prosper-
ity to the farmers. The seeds of suicide need to be

replaced by seeds of prosperity. And those seed are
in our hand.
[Courtesy: Research Foudationfor Science, Technology and Ecology]
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[ is just seven years since the movement of capi
tal and the profit thereofare made free of Parlia-

mentary supervision and our economy has been
made organically connected with the developed
economies in the world. Big land holding in our coun-
try had always been independent and even exempted
from land tax. Thus a parallel power to the govern-
ment has been created by the then Congress Gov-
ernment with active support from the then main
opposition party BJP, allowing the international
capital to mingle with Indian economy and exploit
country’s labour force. This is precisely called re-
form and globalisation.¥ The time of seven years - around ninety months -
is not very small for the nation which has seen fifty
years after independence. Now people are in a po-
sition to perceive from their own experience what
the reform had finally caste over their lives and
fortunes. Our political system should provide them
the opportunity to express themselves. It is unfor-
tunate, that the politics in India, since reform has
been initiated, had been reverted to extraneous is-
sues not emanating from economics or daily lives
of the masses.

Consequently. people did not get the opportunity to
vindicate their pains & agony arising out of policy
reversal initiated in 1991 June. The massesn were
virtually carried away by non economic issues dur-
ing three consecutive Parliamentary election. All
the more, a vast majority of the toiling population
which was thoroughly plagued with the severity,
never o knew that the policy move for reversed of
the economic line persued so long is responsible for
their lot. The Government led by BJP at the Centre
through their national agenda has assured to review
the reform in depth and to take all corrective meas-
_ures. But will such a review materialise? The Trade

GLOBALISATION - LABOUR AND
QUALITY OF LIFE

Jibon Roy

union movement as the biggest constituent against
the policy of indiscriminate opening up. must be
alert as the ruling coalition has smarted backtrack-
ing from this commitment.
Government had been counselling the working
population to accept globalisation and had prom-
ised for a bright future. Despite the fact that even at
the very initial stage of structural adjustment pro-
gramme, when economy had been sending adverse
signals, the Government went on painting rosy pic-
ture about the reform. It says— “ Thefundamental
objective ofeconomic reforms is to bring about rapid
and sustained improvement in the quality oflife of
thepeople ofIndia. Central to this goal is the rapid
growth in income andproductive employment . Hun-
dreds ofmillions ofour people are still trapped in
abjectpoverty. The only durable solution to the cure

ofpoverty is sustained growth in incomes and em-
ployment

“ (Economic Reforms, two years after and
the task ahead)
The policy of globalisation and liberalisation in an

underdeveloped feudal economy ultimately leads
to parasitism. intensifies poverty, shrinks the labour
market and downgrades quality of labour. In a sys-
tem where the commodity production, its market
and the movement ofcapital are globalised, but not
the movement of labour, sustenance of indigenious
industrial production is just theoritically impossi-
ble without revolutionising the technique of pro-
duction and continu-
ously expanding the
domestic market.
Since the globalised
capital market is
mostly owned, control-
led and administered
by giant transnational
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ft June, 1998 THE WORKING CLASS 71\



corporations, they cannot have any commitment to
eradicate poverty or to increase GDP of host coun-
tries.
The so called miracles in number of Asian coun-
tries, especially in South Korea, was mainly contrib-
uted by land reform and Government control. The
level of poverty in South Korea came down from
23% during 1970 (when reform was initiated) to
5% by 1990. However, that miracle has now be-
come a debacle followed by loss of jobs to millions
ofpeople. South Korean Parliament has recently en-
acted a law to impose compulsory retirement on
the workers. The Democratic Republic of China is
the only country which is carrying forward the re-
form with concern for enlargement ofjob potentials
and eradication of poverty. In the year 1978 when
China decided to open up. around 33% of popula-
tion were under the daily wage range of 1$. By
1994, the figure has gone down to 7%. This was
possible because of exploitation of vast domestic
market springing out of abolition of landlordism
and the Government guaranteeing a great deal of
social equity. Standard of social security had been
very high in China.
Experience in all other countries had been horrible.
In Eastern European countries and the countries of
the Commonwealth of Independent States which re-
verted to globalisation in late eighties, it is estimated
that almost a third of the population now lives in

poverty compared to a povertyless society during
socialism. Globalisation has cornered the non af-
fluent section of the masses even in most devel-
oped countries and the poverty level is rising every
passing day. United Nations report has placed In-
dia’s Human Poverty Index at 36.7%. Poverty in-
dex is maintaining an upward trend throughout
post reform period. Against 35.9% in 1990-91 the

percentage of population below poverty line shot

up to 41.2% during 1992-935. However, the rate
has been brought down

artificially to 36.5%
in the year 1993-94,
pumping huge funds
through budgetary
support under various
rural development
schemes. But current

unemployment indices suggests that the poverty
curve have shot up further since then. This is mainly
because of alarming drop in employment both in

organised and small scale sectors and also in agri-
culture. The latest assessment indicate - “ Ac-
cording to recent study, employment grew at an
annual rate of 1.9% between 1990-91 and 1995-96
against an annual average rate ofgrowth of2.38%
in the labour force.” Information Bulletin-Lok
Sabha Secretariat, April. 1997) This is against the
plan target of 2.8%. The bulletin further adds:
according to estimates, the backlogofunemployment
in the country wouldpeak at 35 millions by the end
of Eighth Plan (1997-98) from 23 millions at the

hegining of the plan.
“

ATTACKS ON EMPLOYMENT
The revealation needs no explanation. But, in all prac-
ticality. the figure is underestimated and based on
erroneous calculations. The study carried out by
Indian Council for Research on Internationa! Eco-
nomic Relations suggests that employment gen-
eration was computed, as adviced by the planning
commission, onthe assumption that for every 1%

growth in agricultrual production employment in
this sector rises by 0.54% which is highly optimis-
tic and not confirmed by ground reality.
Similarly, with the introduction of high tech auto-
mation in organised sector of industries, employment
genaration is going down in organised sector which
could be at best 0.12% . As per latest National
Accounts Statistics. the share oforganised sector in
GDP has gone up from 30% to 37.2% by 1995-96
indicating the comparative decline in the investment
in small scale and unorganised sector. According to
economic survey 1996-97, employment in organ-
ised sector taking both public & private sector and
Government employees together has increased only
by 8 lacs between 1991 and 1995. Employment in

manufacturing has increased by only 7 lacs between
1992 and 1994. Small scale and unorganised sec-
tor cater 90% of the countries employment. The
decline of capital formation in this sector casts its
shadow on employment generation also in the unor-

ganised sector. When gross investment in this sec-
tor grew at arate of 6% per annum during the eight-
ies, the gross capital formation has declined from
Rs. 24,451 crores in 1990-91 to Rs. 11,083 crores in
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1993-94, i.e, an annual decline of more than 20%.
According to a study by an economist, loss ofjobs
on this account could be around 29 millions. Growth
has again eaten awav by the colossal increase in

industrial sickness. ‘The number of sick enterprises
grew to 271206 by March, 1995. Reduction in gov-
ernment expenditure on infrastructure. as also on
the employment generation and poverty alleviation
programmes. has further aggravated the employment
situation. Employment generation through Jawahar
Rozgar Yojana fell from 1.2% growth per annum
between 1989 and 91 to negative rates of(-) 7.7%
and (-) 3.7% in the next two consecutive post re-
form years.
One need not be surprised. that despite an average
rate of growth of 5.5% per annum during eighth
plan pertod. the employment generation had almost
been stagnant. Here lies the basic malise of so called
retorm and globalisation. The impact of globalisation
for labour would have been different. if it had inte-
grated the economies and ensured also the
globalisation oflabour, including unskilled one. But

? in real sense it has been reduced to (a) globalise the
movement of capital (b) globalise the multinational
exploitation through unequal trade. But there is an
another hidden objective which brings about mar-

riage between indigenous and multinational capi-
tal.. This is triggered through outright deregulation
of the labour market to suit the designs of capital
‘and pauperising the masses. Since the world inte-
gration of capital has forced cut throat competition
worldwide, the basic concept of distributive pattern
as envisaged in capitalist philosophy is getting to-
tally distorted. The drive for automation, pattern to
carry on with smallest possible workforce, the proc-
ess of continuous casualisation of workforce and
rapid switching over to parttimers has led to *

job-
less growth of economy *. This has almost elimi-
nated the ‘trickling down process’ of distributive
philosophy resulting in accelerated concentration of
wealth in the hands of few.
The world development report 1997 has painted the

emerging scenario as alarming. According to the

report, the share of the poorest 20% ofworld’s peo-
ple in global income was 2.3% in 1960 and 1.4% in
1990. It is now !.1%. The ratio of top 20% to that of
the poorest 20% was 30.1% in 1960. It has now

moved up-to 78.17% in 1994. Human Development
report has provided a graphic account of what has
betallen on Mexico after liberalisation. In the midst
of worst ofeconomic crisis Mexico has ever faced,
the policy of privatisation and allowing investors
to purchase small! land holdings, has enabled a small

group of people to rake in huge wealth. Number of
billionaires increased from 10 to 15. But the share
of the population living in aboslolute poverty in-
creased from 19% in 1984 to 29% in 1989,
In rural areas. where more than 80% of those in ab-
solute poverty live, the number of poor people in-
creased throughout the period, from 6.7 million to
8.8 million. In India too during the period of re-
form between 1991 and 1997, Indian industrialists
have moped up highest amount of profit they could
ever think of since independence. This has partly
accured from the State itself by way of tax relief
and diversion of public resources through various
means.
Reform and globalisation are together called as Neo-
Liberalism in advanced developed countries.
Employment potential in those countries also are

severely affected because of two reasons. Firstly,
increasing replacement of labour by high tech auto-
matic system. In a globalised economy. multina-
tionals deemed the labour as expensive and prob-
lematic too. Secondly, because of erratic move-
ment of capital, rising discontent has touched the

political arena in many of those countries bringing
downfal of right oriented governments in many of
the European countries. The World Employment
Report of 1996-1997 published by International
Labour Organisation, Geneva, has indicated that in
all the developed countries with the exception of
America the rate of unemployment ts rising. In
Canada unemployment was 9.8%. in Spain 22%,
in Belgium 14.5%, in France & Italy 12.5% and in

Germany 12.5%. The average unemployment rate
in the Eastern Europe
was 11.33% in July
1996. Amongst the
Eastern Europian coun-
tries, unemployment is
rising and was at 11.6%
in Bulgaria. Hungary,
Poland, Slovania and

¥
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Slovakia. It is increasing rapidly in Russia. In Latin
America, unemployment was at 10% in Argentinia,
Venezuela and Uruguay. Economies of all these
countries have been globalised under IMF spon-
sored restructuring schemes.
DIRECTED AGAINST LABOUR
Experience of the countries around the world in-
cluding that of developed countries amply testities
that the neo-liberalism or the zlobalisation is basi-
caily directed ayainst the working class and the poor.
It will be self-deception. if not a blatant lie. to pro-
pel an idea that reform will bring about rapid and
sustained improvement in the quality of life of the

people of India. Experience of last six/seven vears
has proved beyond doubt that the policy of labour
dispensive industrialisation. privatisation and deregu-
lation cannot bring balanced economic growth in a

vast country like India and cannot solve unemploy-
ment. Developed economic countries could. how-
ever, survive because of high technology at their
command. world wide markets and inherent eco-
nomic strength. These options are not available for
developing countries whose socialies are still reel-
ing under feudal domination.
Greatest tragedy is that the working class in our coun-
try isso influenced by the dominant classes it has
not perceived that the anti-nation and anti-worker
design of the reform in real sense. Asa consequence,
mobilisation against liberalisation and globalisation
‘is not picking up to reach a political platform. This
has facilitated the ruling classes to a great extent in

diverting people’s attention. But in the meantime,
the condition of labour situation is deteriorating toa
devastating level. Besides. loss of jobs and large
scale contracting. decline of real wages etc., fly in
the face of Indian labour. Public sector which em-

ployed more than 194 lakhs of workers out of the
total 275 lakhs in organised sector of industries both

public & private together is being dismantled brick
by brick. This proc-
ess alongwith ongoing
job freeze in the es-
tablishments owned
or controlled by Cen-
tral and many State
governments has al-
ready caused shedding

of around 50 lakhs jobs during last 6 years period.
Overall employment in public sector has declined
from 194.67 lakhs in 1995 to 191 lakhs by the end
of 1996 ( Economic Survey 1996-97 and Employ-
ment & Unemployment summary prepared by
Minstry of labour for the month of August 1997). It
is estimated that atleast two out of six sanctioned
posts will be eliminated in Government sectors
and Railways. Quality of labour standard is also go-
ing down. Permanent posts are being manned by
contract workers whose wages are regulated by
Minimum Wages Act. Multinational companies and
private corporate sector is also replacing permanent
workers with more and more ofcontract workers and
part timers.
Entry ofmultinationals in the labour market has seen
offering exorbitant salaries (over or under the table)
to atlract experienced professional managers and

high-grade technicians from the indigenous compa-
nies. Public sector is with brain drain. Besides. this
is distorting existing wage relativities. There are
instances when an ordinary graduate executive is paid
a salary of Rs. 25.000 per month. a Ph. D in science
trom the University, employed as an ad hoc lecturer
in a college, is paid only Rs. 1,500/- In view of the
fact that in a globalised economy. labour ts less
mobile or stagnent in relation to capital, bargaining
power declines. Since the unskilled and educated
categories oflabour force are most immobile, wage
levels in those areas either remained stagnant or
declined. Prevailing wage rates declared by various
State Governments belie the Government claim that
level at minmum wage level has gone up. It ranged
between Rs. 9.25 and 76.40 per day. Most industr-
ialised state ofMaharastra pays Rs. 9.25 at the low-
est level. Central Government has announced Rs.
38/- per day for most strenousjob like quarrying in
iron ore mine. In fact, slave wages are the order of
the day at the lowest level, Rate of compensation
against cost of living increase is ridiculously low.
Decline in the real wages is another disturbing phe-
nomenon. Calculations on the basis of figures cir-
culated by CSO. Labour Bureau Chandigarh for
1991-92 and 1992-93 suggest that the real wage has

gone down alarmingly in many areas ofmanufac-
turing. Decline is as follows : Food Products by
12%, Beverages & Tobaco related industries by
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8.9%. Cotton & Textiles by 8.8%, Wool, silk and
other synthetic fibre textiles by 8%, Leather prod-
ucts by 9.7%. Basic Metal and Alloys by 9.5%,
Manufacture of Transport Equipments and Parts by
8.5%. If this decline is calculated alongwith job
shedding it will be found that wage component to
total cost has been declining constantly. There is

every reason to believe that is the subsequent pe-
riod decline must be more steep.
MISERIES UNABATED
It is mentioned earlier that the reform has
instrumented re-structuturing of wage levels , In
the course of this restructuring it is also creating
new formations amongst the wage labour creating
further hurdles for trade unton movement to main-
tain trade union unity. Besides, replacing th per-
manent jobs by daily rateed workers and parttimers,
the industries are diverting jobs from workshops to
homes where women and children are engaged in
hundreds ofthousand at a very nominal wage price.
Also the content of women employment has under-

gone a sea change and it is dedining.
Census reports indicate a decline in the percentages
of working persons to total population. Between
1961 and 1991 the percentage has gone down from
42.97% to 37.49% . Despite the fact that the aver-
age decline in the rate for male workmen have been

higher by 0.4% . overall employment of female
remained alarmingly low at 22.26% and 9.24% in
rural & urban employment respectively. Again . over-
all decline in rural areas by 5% against 3.3% in
urban areas suggests the increasing trend in the use
ofmachineries in agricultural production which sig-
nifies also the trend of replacement of female work-
ers inrural sector, During the period of reform this
trend has further grown.
A study conducted on women employment in newly
industrialising countries ( Jeemol Unni. Political &
Economic Weekly. Sept. 28, 1996) indicated that in
the matter offemale employment in India it is ° rela-
tively low and stagnant .” However. the study says
women's participation has clearly risen in South Ko-
rea, Indonesia. Philippines and Thailand. As regards
status ofwomen workers the study says

* in case of
India it is to the less advantageous status :of casual
workers’ In terms of the proportion of its workforce
engaged in industry. India’s position is lowest of

the seven countries in South East Asia. One more

study conducted by a group of social scientists has
found 55% of the working women in Indian indus-
tries are paid wages below the level of minimum

wage. 70% of them work in units where there are
no unions. And only 11% women workers had per-
manent jobs with written contracts.
The policy of privatisasation and competition has

brought about wide range job shedding and untold
miseries to the workmen. Strength in public sector
and government employees togther is going down.
The policy of privatisation has made most of the
PSUs vulnerable and many of them in the verge of
extinction. Besides large scale job killing. This situ-
ation has affected the bargaining capacity of the
workers. In many industries, wages are not revised
for seven/eight years. There are industries where
wages are not regularly paid. Some PSUs have de-
faulted in paying Gratuity and Provident Fund to the

retiring employees and they have diverted these funds
for production purposes. This illegal diversion of
funds, is violation of statutory obligation is bring
place at nice!
The liberalisation has blown up a great migration of
work force from a higher stream of industrial activi-
ties to lower and then the lowest level, Beedi work-
ers in Telengana Region of Andhra Pradesh are its

glaring example. Raising the investment level in
small sector of industries has initiated a shift of large
textile industry to power loom sector which ts again
gradually wiping out the traditional handloom in-

dustry in our country. It is identified that the weav-
ers who had once migrated to textile centres of
Bhiwandi, Sholapur and Surat have returned to join
the stream of Beedi workers, as the textilemills are
closed. More than 60% of beedi workers in this re-

gion hail from the displaced weaver community.
However, Beedi workers were being regarded as
industrial workers and substantial percentage of them
had been working fac-
tories. In the drive of
liberalisation when ex-
cise from cigarate has
been reduced progres-
sively and duty on
mini cigarates was re-
duced to half in 1994-
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9S budget prices of mini cigarates came down to
the level of beedis. This again initiated the shift of
beedi industry trom factory to homes.
This pathetic form ofmigration is taking place in all
industries. Liberalisation is throwing workers to the
streets but with no reflection to current days’ poli-
tics. Market economy has compelled many work-
men to take voluntary retirement. But most of them
do not invest that money which consequently van-
shes from their hands to fly back to the original des-
ination Le. market. As a result, they became
lestitutes.
THE OPTION TO RESIST
Jespite all talks of swadesi inlet of MNCs into our

Frountry and its economy continues unabated. Once
he opening is given to them, there is no option other
han to live with them. [tis said that “economic reach
F international capital is much longer than the po-
itical reach of national entitites. Message is get-
ing clearer and the recent national election has
roved it beyond doubt. Nation has to learn to revolt
gainst this economic aggression or has to live with
icreasing foreign pressure on our socio-polity.
/e are reminded that since the combined sales of
iajor TNCs (350) is more than one third of the
ombined GNPs ofall industrial countries and they
‘e given mandate to rule. there is no other alterna-
ve but to reconcile with their domination and IMF
‘presents them.
es, there may be no option for Indian monopolist
,

they have institutionalised marriage of their capi-
} with multinationals. But Indian working class
hould realise that they have the option to resist. It
as being argued so long that in a globalised
onomy labour stands to loose in short term but tn

e long run it will gain. In recent days, as the
obalisation is getting stabilised, the economists.
en those who had been arguing otherwise so long.
e taking the stand that * there are no simple an-

swers to the question
whether labour stands
to enjoy long term
benefits.” It is obvious
that labour stands not
to gain anything out of
jobless growth!
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he capitalist development strategies earlier were
largely oriented towards modern large scale in-

dustries —generally termed as the formal or organ-
ised sector. The intormal sector was not taken into
serious consideration. The informal sector consist-
ing of large number of small scale and tiny units.
cottage industries, traditional and ancillary industries,
etc was existing on the fringes of its parent. the ro-
bust organised sector.
With the deepening crisis in the capitalist system.
the capitalist planning and mode ofexploitation has
now been changing according to the needs of impe-
rialist bourgeoisie for the sustenance of capitalism.
With the philosophy of liberalisation, privatisation
and globalisation and implementation thereof, the

production centres are undergoing a sea-change with
a transnationalised global economy.
The hitherto ignored informal sector, as stated
above, has now ceased to be the earlier small sector
existing on the fringes of the organised sector. It is
now threatening the very existence of the parent.
With the structural adjustment programme.:the or-
ganised sector and the public sector are being
squeezed or dismantled and products are off-loaded
to to the informal sector for manufacturing. The
advantage is that of low overheads. low working
capital, cheap labour. scuttlingof all labour laws,
social security schemes. safety and occupational
health measures. and of-course, garncring of

hugeprofits by the big business.
The term “informal sector” or unorganised sector.
as it is called in India, is in many ways misleading,
since it carries the inaccurate connotation of a ho-
mogeneous sector with a specific set of characteris-
tics. In macro-economic terms the informal séctor is
a residual concept. that is what is left over. if the
agricultural and the formal primary mantifacturing
and service Sectors are subtracted from the whole

Globalisation and the Informal Sector

P K Ganguly

economy. But what is left over ts in fact. a multitude
of extremely different and diverse activities ranging
from a large number of small and tiny scale indus-
tries like beedi, handloom, powerloom. brick. kiln.
quarries, fire works, matches. tanneries, small] chemi-
cals, garments, cashew, carpet. bangle making, dia-
mond and jem cutting, computer repairing and so
on, to casual, contract workers, self-employed peo-
ple, home based workers. etc. According to National
Commission Labour of Labour (1969), the list is
never ending.
GLOBAL PHENOMENON
As already stated, the proliferation of the informal
sector has become a global phenomenon- a planned
result of liberalised and globalised economy. Con-
sequent to the systematic closures and shrinkage of
the organised sector and dismantling of the public
sector, there has been an exodus of large number of
workers into the informal sector. With the shrink-
age ofthe organised sector, in the Western countries
particularly, there is reduction ofworking days ina
week and number of hours in a day. So full time
work is gradually receding into the days ofthe past.
The net result is unemployment. underemployment,
low wage employment, part time employment and
casual or contractual service.
The composition of the working class is also chang-
ing thereby. While with the technological offensive,
the squeezed high-tech organised sector consists of
largely reduced number of highly skilled white col-
lar workers and techni-
cians, the classical
blue collared prole-
tariat is crowding over
the informal sector.
The moot question
arises as to whether
through such structural
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adjustment the informal sector, despite its prolif-
eration is able to absorb the exodus from the organ-
ised sector, albeit on low wages? The answer is ob-
viously “No’"!
In USA. more than 50% of the labour force is now in
the small business sector. which is credited with 50

per cent of its GNP also. According to the Indian
| Council of Small Industries, not even 1% of new jobs
created in USA during the last decade was absorbed
in the organised sector.
In UK, the informal sector accounts for 40% of em-
ployment and 25% ofGNP. It is, however, growing
at a fast rate alongwith technological innovations
andjoblessness in the organised sector. The big busi-
ness hails this phenomenon as renaissance of small
business!

.

In Japan, the small scale sector accounts for more
than 82% of the workforce and is the main driving
force in the export front. The same picture emerged
in other G-7 and OECD countries. So jobless growth,
dismantling of the organised sector and “fortifica-
ion” of the informal sector are the features of the
iberalisation and globalisation policies.
TALK-SHOW ON UNEMPLOYMENT
Following the growth of unemployment, resulted
trom the liberalised economy, the G-7 countries had
1 talk-show on unemployment at Detroit in 1994,
3ut when the entire capitalist world led by the G-7
themselves has embarked upon a predatory venture
bn the vulnerable informal*sector and job destruc-
ion as its means to achieve “growth” and prosper-
ty. how can their talk-show on unemployment make

it otherwise? So they decided to follow the same path
0 be puirsued more aggressively to solve “unemploy-
ment.” i.e. structural adjustment policies uninhib-
ted liberalisation and privatisation, deregulation, de-
entralisation of production and “development” of
he informal sector for market —all wedded to the

orporate greed and acquisitiveness. And for this they
are. fully utilising the
troika of Fund- Bank-
WTO to subordinate
the third world coun-
tries in particular.
It does not require a

large quantity of for-
eign capital to pen-

etrate areas which are domains of small scale pro-
duction. The operation can be a simple one of using
a prestigious trade mark to capture the domestic
market and subordinate hundreds of thousands of
small producers. If local producers are thus subordi-
nated or weeded out, not on the basis greater effi-
ciency of foreign capital in production, but simply
through control over markets, this will be consid-
ered as “competition”’—the motto of capitalism, of
monopolisation, of transnationalisation.
INDIAN CONTEXT
Being a third world country the situation in India is
far more grim. The overwhelming majority of the
Indian workforce is in the informal sector. The
number has been growing further, accelerated by the
process of liberalisation started with open declara-
tion in 1991. At present, the Labour Ministry esti-
mates that over 90% of the Indian workforce is in
the informal sector. Only 9 to 10% account for the

organised sector.
SMALL SCALE SECTOR
The 1956 Industrial Policy Resolution, although not
a panacea itself, did lay stress on self-reliance, build-
ing up ofpublic sector and development of the small
scale sector. Regarding the small and tiny sectors,
the cottage and traditional industries the 1956 Reso-
lution stated that they provide large scale employ-—
ment and offer a method ofensuring more equitable
distribution of national income. Since these units
cannot withstand predatory competition from the

large houses, the Resolution called for reservation
of items to be produced tn the small scale sector for
their protection against infiltration by the large’
houses.
The reservation of course started as late as 1967. The
list progressively increased froin 47 industries to
836 till 1991. The policy of protection did give a
boost to the informal sectui So far as employment
generation is concerned, the averaze annual growth
rate ofenployment was 5.8% between 1980-81 and
1990-91. However. with the start of the economic
reforms it dropped to 4.1% during 1991-92 to 1995-
96. But still in 1995-96 the SSI units accounted for
15.26 million jobs, while the large and medium
houses accounted for only 3.45 million jobs.
So far as production is concerned. it produced goods
from worth Rs 28,060 crores in 1980-81 to Rs
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3.56.213 crores in 1995-96, a jump of over 36%.
On the export front, the SSI units exported goods
worth Rs 1643 crores in 1980-81 to Rs 36.470 crores
in 1995-96, a growth of over 52%. As a proportion
to total exports, it increased from 24. to about

_

36% during the period.
WORLD BANK DIKTATS
It is no wonder that the informal sector in India was
targeted by the imperialist countries and their large
house collaborators in the country. The 1991 Indus-
trial Policy was adopted as per World Bank dictates
in pursuance of the policy of liberalisation and

globalisation, which practically reversed the 1956

policy. Then the Abid Hussain Committee sounded
the death knell for the informal sector. The reserva-
tion policy was given a go by and the investment
limits for the SSI and Tiny scale units were raised
500 times allowing poaching by the MNCs and the
Indian large houses into the informal sector in the
name of “promotion” and “development.”
That the basic framework of the 1991 New Eco-
nomic and Industrial Policies were based on the
World Bank Report — “India: An Industrialising
Econpmy in Transition” (released in December,
1989,) can be seen from the compurative statements
of the World Bank Report and the new Industrial
Policy of 1991:
1.Upward revision ofAsset limit for Small Units:
a)World Bank Report (para 3.12): The dereseryation
of products might take place gradually, with prod-
ucts in which SSI is not performing efficiently,
deregulated first. It is also suggested that the asset
limits on firms producing reserved items be pro-
gressively raised to facilitate their growth. and that
they be allowed to take minority equity stake in small
ones, thus stimulating sub-contracting arrangements,
transfer of technology and managerial skills, and
further specialisation.

,

b)New Industrial Policy (Para 3): The investment
ceiling in plant and machinery for small scale indus-
tries (fixed in 1985) would be raised from the present
Rs 35 lakhs to Rs 60 lakhs and correspondingly, for
ancillary units from Rs 45 lakhs to Rs 75 lakhs.
2.Fiscal Concession for Small Scale Sector
a) World Bank Report (Para | 12): As the case is weak
for perpetual and often absolute protection of small
firms, and for an incentive frame work that discour-

me

Policy (Para 6): Keep-

ages their graduation from the SSI sector and their
optional use of resources the incentives for the small
scale firms should be shifted to facilitate their entry
and efficient growth.
b)New Industrial Policy (Para 5 V): The existing re-

gime of fiscal concessions will be reviewed both to

provide sustained support to the units in the small
scale sector and to remove the disincentives for their
graduation and further growth.
3.Revising of Licensing Limits ,

a)World Bank Report (Para 5.07): The focus of de--
cisions on investment and technology choice would’
thus gradually shift to the industrial firms, with ad-
ditional scrutiny coming from leading institutions’
appraising investments from the perspective of loan’
scrutiny and repayment capacity.
(b) New Industrial Policy (Para 12): All new units’
upto an investment ofRs 25 crores in fixed assets in’
non-backward areas and Rs 75 crores in centrally’
notified backward areas will be exempted from re-’
quirement of obtaining license registration.
4.Foreign Collaboration
a) World Bank Report (Para 3.126): The approach?
could allow firms a relatively free choice of tech--
nology on the basis of specifications and price. Firms”
also would be allowed to independently contract
process and product technology.

~

b) New Industrial Policy (Para 15): In respect of
transferoftechnology if import oftechnology is con-
sidered necessary by the entrepreneur, he can con--
clude an agreementwith the collaborator without ob“
taining any clearance from the Government, provided’
that royalty payment does not exceed 5% on domes-”
tic sales and eight per cent on exports.
5.Foreign Investment:
a)World Bank Report (Para 3.126): Direct foreign
equity participation in Indian firms could continue
to require scrutiny for levels exceeding a specifiec
share, say 40%, but could be delicensed otherwise.‘
b)New Industria]

é

ing in view the need to
attract effective inflow
of technology, invest-
ment upto 40% of eq-
uity will be allowed on
an automatic basis. In

| fuma. 100R THE WORKING CLASS 79



such proposals also. the landed value of imported
capital goods shall not exceed 30 per cent of value
of plant and machinery.
6) Revision ofMRTP Asset Limit
(a) World Bank Report (Para 108): Until such time
that MRTP investment and production clearance
were phased out. the asset limits defining large or
dominant firms. above which MRTP clearance is

required, could be progressively raised.
b) The Indian Govt has raised the MRTP limit from
Rs 100 crore to Rs 500 crore.
7.Ancillarisation and Large Units
a) World Bank Report (Para 114): Entry and growth
could also be encouraged by allowing freedom for
small firms to integrate with larger units, eg in an-
cillary production, with large units being free to take
an equity stake in small firms.
b) The Indian Govt has accepted this proposal with
the argument that there are organic linkages between
the small scale sector and large sector and their rela-
tionship can become symbiotic rather than antago-
nistic. There are countries where lot of anciliarisation
has taken place and we should try to learn from them.
ABID HUSSAIN COMMITTEE
Immediately with the 1991 Policy, the Government
raised the investment limits from Rs 35 lakhs to Rs
60 lakhs for the SSI, and from Rs 2 lakhs to Rs 5

lakhs for the Tiny units. Then as per the Abid Hussain
Committee's recommendations, the limits were
raised to Rs 3 crores for the SSI and to Rs 25 lakhs
for the Tiny units—both 500 times.
Another diabolical recommendation of the Abid
Hussain Committee is to completely scuttle the res-
ervation for the SSI and Tiny units.
It is surprising to note that although the Abid Hussain
Committee was formed as an “Expert Committee”
to determine the fate of the SSI and Tiny units, there
Was no representation in it from the Indian Council
of Small Industries, nor from the Laghu Udyog

Bharati, nor from the -

KVIC, who are cred-
ited with the growth
and development of
the SSI and Tiny units

during the post-inde-
pendence period.
The Abid Hussain

Committee’s plea for raising the investment limits
was rising prices. But whereas the investment limits
were raised by 500%, the prices rose by only 88%
from May, 1990 to May, 1997.
Further, it recommended for total dereservation. It
should be noted that 60 items in the reserved list ac-
count for 80% of production. The Government has
already dereserved 14 out of these very 60 items.
Where 90% of the units have investment below Rs 5

lakhs, the investment limit has been raised forwhom?
Of course, for the MNCs and Big Business in India.
Many units with less than Rs 2. lakhs investment
actually meet the local demand of low priced items
for low income people. Moreover. the Abid Hussain
Committee has removed the ceiling of equity par-
ticipation, which was 24%. by big business, both
Indian and foreign, allowing them to capture the
market share by the. SSI and the Tiny units. As a
result, large number of such units have closed down

rendering thousands of workers jobless. Many oth-
ers, innumerable in number have grown sick, or are
on the verge of death. The “expert” Abid Hussain
Committee has not touched the employment ques-
tion at all, nor sickness. In a situation of galloping

©

unemployment and overcrowding in the informal
sector, for workers it is not a choice between high
wage employment and low wage employment; it is
a choice between low wage employment and no

employment. The liberalised and globalised
economy has left them in lurch.
Thus, the effect of liberalisation, privatisation and

globalisation, nay, transnationalisation and neo-colo-
nisation, is the same everywhere—closures,sickness
and joblessness, be it the organised sector—private
and public, or the informal sector. Is} ©The only
solution lies with the working class. The trade un-
ions must organise the teeming million ofworkers
in this vast sector and unleash struggles. If this vast
section of workers in the informal sector can be

brought into trade union struggles, then alongwith
those in the organised sector the dimension of the
entire trade union movement will acquire the shape
ofmass actions. This is very important for changing
the co-relation ofclass forces in favour of the work-

ing class. (Source: The data and other informations given in

the article were obtainedfrom the Ministry ofLabour, ILO. In-
dian Council ofSmall Industries and Laghu Udyog Bharati)
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ii the last fifteen years the ideology of the ‘free
market, the world as a ‘global village’ and

‘globalisation’ has come to dominate the unipolar
world we live in. This ideology propagates economic
policies which advocate the withdrawal of the state
from productive and developmental activities. It
maintains and promotes inequalities in income and
resources. both between developed and underdevel-
oped countries, and between the rich and the poor in.
each country.
Policies of globalisation were introduced in India in
1991 at the dictates of the World Bank and IMF,
under the guise of “economic reforms”. Even ear-
lier, in the 1980s some such steps were taken as part
of the conditionalities imposed by these institutions
for their loans. These policies serve the interests of
the advanced countries at the cost of the underdevel-
oped third world countries. They have been thrust

_ on the people of India, despite their record of ad-
verse impact on the lives of the majority of people,
wherever they have been introduced, as is seen in

many countries of Latin-America and Sub-Saharan
Africa. In almost all these coantries these policies
have led to an increase in absolute poverty, a reduc-
tion in food availability, accelerated inflation,.a rise
in debt and a fall in the rates of growth of output.
These policies have also resulted in a deterioration
of working conditions and wages, especially for
women.
One ofthe most significant conclusions ofthe Inter-
national Women’s Conference at Beijing in 1995 was

', that the policies of globalisation and liberalisation
—

have resulted in increasifig the inequalities not only
between the rich and poor, but also between men
‘and women. All over the world, those below the

poverty line were increasingly women, particularly
families which were headed by widows, abandoned
women or migrant workers.
These policies operate at different levels: greater

Globalisation and Liberalisation:
Impact on Women and Children

Ranjana Nirula

privatisation, -decline in soctal sector spending, cut-
backs in subsidies. decline

pr

government spending
on developmental activi#és and massive opening of
the Indian economy to MNCs at the cost of domes-
tic industry.
All these measures naturally intensify prevailing in-

equalities and furthermarginalise women. Apart from
the economic they also impact on the social and po-
litical spheres. The ‘free market” brings with it the

“get rich quick’ philosophy which results in a de-

generation of human and social relations. and in-
crease in violence, of which the worst victims are
women. At the same time, the shift in decision mak-
ing from local and national to supra-national or in-
ternational! bodies, further denies democratic rights
to themajority of the people, including women, who,
evire best of times, have little say in decision mak-
ing processes in the country.
The conditions of life of the majority of Indian peo-
ple are characterised by low incomes, illiteracy, hun-
ger and malinutrition. These conditions of underde-
velopment can be changed only by public interven-
tion, including intervention by the government, on 2

large scale. But the policies adopted by the Govern-
ment of India which have led to rising prices, in-

creasing poverty, lack of food security are the exac!
opposite ofwhat is needed. Their disastrous impact.
manifested in the declining quality oflife of the vas:

majority of the Indian population, especially womer
and children is already evident.
The much tomtommed argument that this is due tc

population growth is .

negated by the fact that
since 1947, even
though India’s popula-
tion has tripled, its ag-
ricultural production
had quadrupled. The
real reason is that the
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increase in prices of food and essential commodities
has put them beyond the reach ofthe large majority
of people. This has resulted in a situation where the
per capita availability and consumption of cereals
dropped sharply in the years following the introduc-
tion of the "new economic policies.’ For example, it
declined from 510 gms/capita/day in 1991 to 468
gms/capita/day in 1992, and the intake ofpulses. the
only source ofprotein for the poor. dropped even
more.
PRICE RISE AND FOOD SCARCITY
The Human Development Report. 1997 states that
over 515 million people in South Asia live on less
than a dollar (Rs 40/-) a day, and suggests that a larger
percentage of these are women. In India, in the 1990s
there have been repeated increases ofunprecedented
amount in the prices of cooking gas, diesel and pet-
rol. which led to spiralling ofprices ofessential com-
modities - an increase of 45% in just three years
trom 1994 to 1997, affecting the vast majority, and
in particular women and children. The Consumer
Price Index for Industrial Workers rose by over 67%
in the 6 years between 1992 and 1997, and in rural
areas the price index for agricultural workers in-
creased by 14.1% injust one year -1995. The growth
of indirect taxation in the economy and the infla-
tionary policies of the government combined to ag-
gravate the price situation.
The extent of impoverishment of the people in the
past 6 to 7 years is seen from the findings of the
-UNICEF Progress ofNations Report 1996 that one-
third of all malnourished children under five in the
world are in India, and that 53%ofall children un-
der 5 in India (about 75 million) are malnourished.
The number of people living under the poverty line
(of less than ten rupees a day) has been going up in
both rural and urban areas. Since 1990-91, the
number of people in India officially estimated to be
living below the poverty line has increased by around

30 million. The per-

low the poverty line
has been going up and
is higher in 1995-96
than it was in 1989-90.
Many studies have re-
vealed that women and

centage of people _be-/

girl children suffer the most from food scarcity in
the family, because oftheir unequal status in the fam-
ily.

,

Food security means that all people should at all
times have access to food that is sufficient to lead an
active and healthy life. Therefore certain minimum
quantities of food should be available to all at af-
fordable and stable prices. This requires interven-
tion in food markets, as well as ensuring economic
security so that people have the means to purchase
the amounts of food they need.
As part of the cutbacks in Government subsidies,
including food subsidy, in accordance with IMF and
World Bank demands, the government has been rais-
ing the price of rationed rice. wheat sugar, kerosene
oil, and is now moving towards dismantling the pub-
lic distribution system entirely. Millions of people
have been deprivedof ration cards, family quotas
have been cut and many ration shops have no sup-
plies. Hunger and malnutrition are prevalent on a
mass scale in India. and there are still areas of the
country where deaths by starvation occur, every
year. For consumers, the period of structural adjust-
ment has been one in which there was a steep in-
crease in the prices of foodgrains supplied through
the public distribution system. At the national level,
between 1991 and 1994, the central issue price of
wheat rose by 71.8% and of the common variety of
rice rose by 85.8%. During the same period, the In-
dex ofWholesale Prices rose 44.45%. In other words,
the cumulative increase in the prices of major
foodgrains sold through the public distribution sys-
tem was higher than the corresponding incréase in
other general price indices. Price differentials be-
tween the PDS and private market narrowed or even
disappeared, so those who could not afford to buy in
the open market. were unable to buy from the PDS
either.
WOMEN & EMPLOYMENT
Economic independence is an essential prerequisite
for women’s equality. It is unfortunate that the al-
ready low percentage ofwomen in the organised sec-
tor. about 8%, has further gone down. The govern-
ment has imposed a virtual ban on fresh recruit-
ment, nor is it filling up vacant posts, especially in
those sectors where women found employment, such
as schools, hospitals, postal and telegraph services,
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banks, insurance, Central Government offices, rail-
ways. Over 90% of women are in the unorganised
sector, and 76% of these are in agriculture. Of all the
poor rural families 30 to 35% are headed by women.
There has been a steady increase in the participation
of female children, aged 5-14 years, in agricultural
operations. The National Sample Survey Organisa-
tion found in rural areas 6-7% of the labour force
consisted of girl children of this age group. Instead
of taking measures to abolish child labour, govern-
ment policies are resulting in more and more chil-
dren being forced to work to augment

|

the meagre
family income.
Traditional sectors such as handloom,cashew, coir,
khadi and village industries have become a special
target of attack under the new economic policies.
After the liberalisation measures the workers in these
sectors are paid abysmally low wages. Real wages
are declining. Many do not get sufficient work and

partial employment is common. The terrible hard-

ships caused by these factors have led to a rise in
suicide cases amongst workers in these sectors.
About !0 lakh women are employed as health work-
ers in Anganwadis, in projects funded by the Central
and State governments. In spite of the diverse and
difficult work these women do, they are not paid a

salary. The government gives them an honorarium

varying from Rs 350 to 700 for workers and Rs 260
to 310 for helpers. In Bihar 70,000 rural midwives
have not been paid for over two years because of
cuts in Central Government funds for the projects.
The rate ofgrowth of female employment which was
8% in the 1980s is down to under 2% in the 1990s.
In the textile industry 65,000 workers have availed
of the Voluntary Retirement Scheme. The wives of
these workers are being forced to take up jobs as
domestic workers or contract labour since they have
become the main breadwinners in the family.
In many government sectors where women are em-

ployed, a process of giving out work to contractors
. has started which leads to a direct deterioration of
wage levels and service conditions, including job
insecurity.
An increasing trend is to farm out work, ona piece
rate basis, to women working at home. This is an

easy way to bypass labour legislation, to cut infra-.
structure costs and to hike up profits. This process

has accelerated in the garment industry, in leather,
in shoe manufacturing and even in electronics. An
example of this kind of ‘home-based’ work is in the

export oriented garment industry in Mumbai, where
women sewed buttons on shirts, at rates between
one and five paise per button. On completing fifty
shirts in 8 to 10 hours they earned between Rs 2.50
to Rs 12.50 for their labour. When the daily mini-
mum wage is over Rs 30/- the extent ofexploitation
is enormous. In India where there is no protective
legislation for women in the unorganised and home-
based sector, the government is projecting this type
of sweated labour, along with the idea of self-em-
ployment as a viable work alternative for women.

Self-employment is made unviable by a credit crunch
due to the privatisation of the banking sector, and
the increasing takeover of the market by MNCs.
Within the organised sector, the government has set

up special areas for export oriented industriés called

Export Processing Zones in 7 different parts of the’
country, where trade unions rights are denied and
labour legislation not implemented. There are a large
number of single, migrant women workers in these

zones, who are vulnerable to both economic and
sexual exploitation. Since the government is follow-
ing export oriented policies, an expansion of such
areas can be expected. The possibility of a boom in.
the Tourism industry also exists, with all the related

aspects of sex tourism and the exploitation ofwom-
en’s bodies.
In urban areas a section of educated middle class
women, have found employment in the private sec-
tor and are ‘subject to illusions about the ‘freedom’
and ‘choice’ of the market. However, their number
is extremely limited in comparison to the jobs lost
or needed. So at one level the new economic poli-
cies are intensifying the differentiation between
women, but at another, women will draw closer to-
gether in united actions, to face the increased vio-
lence, sexual harass-
ment and exploitation
at the work place.
RURALWOMEN
A vast majority of In-
dia’s population de-
pends on agriculture
for survival, and a large
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section ofthe rural population is involved in animal
husbandry, brick kilns and artisanship of different
types. Manyofthe rural people are landless and since
most of them are scheduled caste or tribals, they suf-
fer additionally from caste oppression. The women
among these sections are the worst victims of class,
caste and gender oppression. They participate in all
major agricultural operations but inspite of hard,
backbreaking labour. women’s work is termed “light?
secondary’ and has a very low level of remunera-
tion. Even where women do the same work as men,
they are paid lower wages—in fact, women’s wages
are barely 1/3 ofmen’s in many parts of the country.
This, when the government has yet to pass Minimum
Wages legislation for agricultural workers at national
level, so the wages of both men and women are al-
ready very low.
The NEP has impacted on rural women in many
ways: Land monopolies are being strengthened, with
MNCs and big companies given open license to buy
land. Government land which should be distributed
to the rural landless is being sold to MNCs. Thus,
land reform is no longer on the agenda and the joint
titles to women in land distribution has become even
more difficult to achieve.
2. Government agricultural policy which is export
oriented has led to a shift from foodgrain production
to cash crops. While threatening food self-suffi-
ciency. such a shift also affects work patterns. In la-
bour intensive cash crops such as cotton and ground-
nut women do get employment but in non-labour in-
tensive ones, like eucalyptus, they lose jobs. Over
all. the shift is leading to less work and lower wages
for the vast majority ofwomen. The transformation
of huge tracts from agricultural land into fish breed-
ing and prawn cultivation have led to degradation
of the soil as well as loss ofwork for thousands of
agricultural workers. In the same way, conversion
ofpaddy fields to flower gardens has rendered many

men and women job-
less. As the men mi-
grate to other areas to
find work, a larger per-
centage of female
headed families re-
main, in a vulnerable
position.

3. Increase in mechanisation of agricultural opera-
tions done by women, and in the system of contract
labour has led to displacement of the work force, as
well as a reduction in workdays and intensified ex-
ploitation by the group leader.
4. The penetration ofMNCs into rural areas has had
an adverse impact on women, as in animal husbandry,
where women are themainstay. The cutbacks in pov-
erty alleviation programmes of the government, in
the name of fiscal austerity, have had a definite class
and gender bias, in that it was the programmes for
the poor and vulnerable which were cut. For exam-
ple, in the 90s the expenditure on the Jawahar Rozgar
Yojna and the Integrated Rural Development
Scheme, the two major programmes for the poor,
were drastically cut over the years.
Women’s unpaid work includes household work and
also collecting fuel and fodder. With industry being
allowed to buy commonly held village land (being
used for cattle grazing, fodder or fuel collection),
women have been deprived of its use.

_

At the same time, government has cut funds for sup-
ply ofdrinking water and sanitation. A recent gov-
ernment survey noted that only 14.8% of the target
for rural sanitation had been met. With the huge hike
in prices, women have to produce more commodi-
ties at home, thus adding to their work burden. The
unpaid work burden of domestic work is borne by
girl children when adult females are desperate to
earn cash for family survival. The plight of the girl
child ina poor family needs to be highlighted much
“more as she is adversely affected by the policies
being followed by the government. It is tribal women,
however, who are possibly the worst affected because
they are denied access to forests in the name of con-
servation. While the increasing commercialisation
of forests and forest produce by contractors and tim-
ber merchants leading to rapid degradation of for-
ests continues apace, women are denied their tradi-
tional rights.
CUTS IN SOCIAL SECTOR SPENDING
The government has reduced spending in social sec-
tors by cuts in health budgets, education, child care
services and poverty alleviation programmes. Pro-
grammes that are targetted entirely at women, or
women and children have been cut,such as the
DWACRA,Mahila Samriddhi Yojana and ICDS and
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also schemes for allowances to old persons and wid-
ows. These programmes. which are grossly inad-

equate as far as the numbers reached are concerned,
do not benefit the target group and are being used as
instruments of political patronage. Widow and old

age pension schemes have had to be scrapped in many
"states because of lack ofCentral Government funds.
This has led to malnutrition on a massive scale es-

pecially amongst children and tribals.
DWACRA Year Rs in million Index

1990-91 160.31 100.00
1991-92 158.82 98.7
1992-93 - 126.9 79.1

The inadequacy ofchild care services affects work-
ing women, and particularly those who cannot af-
ford private creches. There are about 12,000 day care
centres that are funded by the government through
grants-in-aid and run by voluntary agencies. As part
of liberalisation these grants are to be phased out,
which will lead either to closure or a fee hike. In
both cases, the poor working woman and her chil-
dren will suffer.

. HEALTH
UNICEF figures for the 1990s show that the reduc-
tion of social benefits has adversely affected the
health of mothers as well as children. In India, in

1995, there were 75 million malnourished children
under 5 years. Out of 25 million children born every
year 2.7 million die before age 5, 1.7 million die
before the age ofone year. Themajor causes aremal-
nutrition (often the mother is so anaemic and mal-
nourished that she cannot breast feed her child),
diahorrea (due to contaminated drinking water) and
diseases. Illness is frequently a consequence ofmal-
nutrition and malnutrition is also commonly the re-
sult of illness. Half of South Asia’s children are
deemed to be malnourished and 5000 children die in
India every day due to malnutrition related disor-

_

ders. 83% of Indianmothers have iron deficiency. A
recent study found that 70% of adolescent girls in
the urban slums of Delhi were anaemic. The gap
between male and female child mortality is widen-
ing with more girl babies dying with a difference of
about 5%.
The prices ofmedicines are increasing rapidly. At
the same time there is a parallel deterioration in pub-
lic health services. In 1995 there were 2 million re-

ported cases ofmalaria of which almost half were
of the malignant variety like cerebral malaria. This
is due to the government cutbacks in anti-malaria
and TB programmes in the very first year of struc-
tural adjustment. Cases of TB have increased in In-
dia. 14 crore people suffer from TB and 1200 lives
are lost everyday due to TB. Because of unhygenic
conditionsofliving and low immunity levels due to

poverty around 40 lakh people get affected by lep-
rosy. Even the World Bank has had to admit the
further deterioration of health services in India, but
it still recommends privatisation.
We see that the NEP of the government have made
a serious impact on the drug industry and its work-
ers, as also on the health care system and ultimately,
on the people. Privatisation of health services has

directly reduced access to health for large numbers
ofpoor people, especially women, who rarely go to
a doctor in spite of serious ill-health. In agricultural
workers families:one of the growing reasons for in-
debtedness is medical expenses for the family but
the woman rarely takes the loan for her own medi-
cal care.
In addition to this assault on peoples health, is the

attack on women’s healthin the name of population
control. The government’s population policy is based”
on disincentives. It wants to push the People’s Rep-
resentation Act for Parliament and State Assemblies
to debar all those from contesting who have more
than 2 children. Thiswill, firstly, debar the poor and

especially women from contesting. Secondly, when
son preference is prevalent in sogiety and women

rarely have decision making powers regarding fam-

ily size, it will penalise the victim and punish the

poor for their poverty.
Long acting contraceptives, which have harmful side
effects and are banned in Western countries, are be-

ing used in India, on unsuspecting women, without
giving them any information regarding

¢

these or do-

ing the necessary fol-
low up and monitoring
that is required. At
present the total outlay
on family planning is
more than the total out-

lay on health. The gov-
ernment has conven-
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iently ignored the well known evidence that devel-
opment is the best contraceptive and is instead bow-
ing to IMF-WB pressures to control population
growth by any means.
EDUCATION
Today there are more poor and illiterate people in
India than her entire population in 1947. The low
level of literacy in India, where over 65% ofwomen
are illiterate, is directly related to increased levels
of poverty. The discrimination against the girl child
in access to education is seen in the declining number
of girls attending schools. Even when they do, the
drop out rates for girls are alarming: 50% drop out
in primary school, 30%in the very first year of
‘school. Indiais one of the few countries where there
are no laws on compulsory primary education. Ac-
cording to one estimate, ifeach village in India is to
have at least one school upto the middle level, an
additional 50,000 primary schools and 4,40,000mid-
dle schools would be required. If all school children
were enrolled 44,00,000 more teachers would be re-
quired. In response to this, the government has put a
virtual ban on all recruitment.
At present, in existing schools 40% have no black
boards and 59% no drinking water. It is in this con-
text, that central government outlay on education has
been reduced, in real terms, and at present this is
under 2% of the Central Budget. At the same time,
the government is encouraging privatisation ofedu-
cation at all levels, commercialised it beyond the
reach of children especially girl children from poor
families.With the mother being forced to go out to
earn, to keep the home fires burning, more and more
young girl children are forced to stay home, to look
after the younger children and to do household tasks.
OTHER ASPECTS
It is not only in the economic sphere, but in the so-
cial sphere also that the NEP have had a marked
impact. The privatisationofthe electronic media has

led to a spate of TV
programmes that de-
base sexuality to por-
nography.and obscen-
ity and are filled with
mindless violence.
The commodication of
women in the media,

and use oftheir bodies in advertising has further led
to their devaluation in society. In India, in the recent
years of liberalisation and privatisation one of the
issues on which there is the most spontaneous and
ahgry reaction from women is the objectionable por-
trayal of women in the media and in particular the
electronic media.
Anotherimportant fallout ofpushing profits and pri-
vatisation as the major agents for developmentis the
increase in social tensions. Violence againstwomen
is increasing apace with a crime committed against
a woman every 4 minutes and a rape of a woman or
child, every 47 minutes. Many women say that the
changes in the past few years have led to increased
work hours and harder work for them. As a result
they are much more tired at the end of the day and
are unable to play the role expected of them by their
husbands. This leads to an increase in cases ofwifg-
beating and domestic violence. For the mass of In-
dian women the NEP have meant a transformation
of their double burden into a triple one.

NEEDED: PRO PEOPLE ALTERNATIVE
For the constitutional guarantees to have any mean-
ing at all for the mass of Indian women, what is re-
quired is radical economic reform, which would give
priority to the transformation of agrarian relations,
since the vastmajority ofwomen live in the villages
and are dependent on agriculture for their survival.
This transformation requires the breaking of land
monopolies and the distribution of land to the
landless and marginal peasant families, ensuring
equal land rights for women in the distributed land.
This would be the key for expanding the Indian mar-
ket and ensuring equitable living standards. It would
also require massive investment for industrial ex-
pansion specifically linked to creation of more jobs,
including those for women. The disastrous impact
of the policies of globalisation and liberalisation,
which have led to the general immiserisation of
thevast majority of the people, and the process of
feminisation of poverty, can only be countered by
anall out struggle for a complete reversal of the
néw economic policies, and their substitution by
thosementioned above, which alone can bring about|
progresssand development ofthe mass ofthe Indian’
people.
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ong before globalisation became a catchword,
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global market environment had always been
taken to be quite natural situation as far as shipping
service was concerned. During mercantilist era of
16th and 1 7th Centuries, seafaring nations of Europe
promoted expansion shipping service to meet ‘the
needs of growing trade with new-found colonies of
Asia, Africa and America. Shipping service provid-
ers sought protection of European states to safely
sail through oceans and to load and unload cargo at

ports. This scenario suited well both the colonising
states and their shipping service providers, whose
commercial ambitions equally matched the greedof
empire-building colonisers.
Global market is not free for all of /aissezfaire type.
Such free market theories exist in economics text
books. Even during themercantilist era, governments
imposed regulations to expand exports and extend
trade to new markets. Presently, these regulations
have taken new forms and conventions under the

system ofWorld Trade Organisation (WTO), patent
regimes, exchange rate mechanisms and cross-cur-
rency trading. The World Bank’s Development Re-
port 1991 puts in historical perspective as to how
such regulations worked. To quote: “Centuries be-
fore industrial revolution, countries had learned to

protect domestic market. Beginningin the 13th cen-
tury, Englandenacteda series oflaws that restricted
the type and origin offabrics which could be worn.

Although some laws had social objective - to iden-
tify social classes through their costumes - the basis
for others were clearly economic. In addition to laws
against import ofFrenchproducts, the British also
protected producers against countries such as In-

_
dia. Britishproducers in the 17th century succeeded
in getting a lawpassed which prohibited imparting
or

GLOBALISATION.
SHIPPING SERVICES.
AND SEAFARERS

M.M. LAWRENCE

wearing ofsilk and calicoesfrom China, India and
Persia. Restrictionson imported calicoes provided
an impetus to England's calico-printing, silk and
cotton-linen industries.”
Whatever the term used - that is free market or gio-
bal market, such markets always remained regulated.
The regulations helped the producers who own pro-
ductive enterprises to market their goods and serv-
ices in highly profitable manner. Some regulations
also helped the. consumers who have income and
wealth to procure quality products from a wide ar-

ray ofchoices. There were practically no regulation
to.help the workers either as producers or consum-
ers. No regulation in the so called global market

helps the poor or those with limited means to have
access to products and services to meet their needs.
PLANNED AND MARKET ECONOMIES
A beginning for such regulations to help the work-
ers and ordinary people began in 1917 with the for-
mation of Union of Soviet Socialist Republics and
the trend was consolidated in many countries in East-
ern Europe at the end ofWorld War I] in 1945. This
trend gathered further strength between 1950s and
1970s in some countries of Asia and Latin America
such as China, Vietnam, Cuba and Chile. It is in this
circumstance that globalisation went into disrepute.
Production slowly became geared in these regions
for those in need and not solely for those whose pur-
chasing power command them.
World market thus be-
came segregated into
two blocks - viz. (i)
market economy,
where government
regulations support the
rich and wealthy to
control market as pro-
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ducers and to some extent as consumers and (ii)
planned economics, where government regulations
supported the workers and people at large to help
them with regulated production and distribution to
lead a good life.
The second block ofmarket started losing economic
relevance in early 1990s in viewofpolitical changes
in Eastern Europe and former Soviet States. The
World Development Report 1996 notes this trans-
formation thus: “Between 1917and 1950, countries
containing one-third of the world’s population
launched a vast-experiment to centralise control of
economic resources and allocate them byplanning.
Recent years have seen anotherfundamental trans-
formation, as the same countries change course,
seeking to rebuildmarket and reintegrate themselves
into the global economy.”
INDIAN SCENE
Shipping service, for practical purposes had always
remained in the realm of the so-called market
economy because major shipping service providers
of non-socialist countries always dominated in sea-
borne international trade. During the boom years of
1960’s and early 1970’s OECD countries provided
between themselves large volume of trade in high
value cargo and balanced trade.

During this period Indian sub-continent was com-
mercially less attractive to foreign shipping service
providers because of low volume of cargo and un-
balanced nature of trade in Indian sub-continent.
Consequently sailings during those times for Indian
‘sub-continent were not frequent, while freight rates
were maintained high by frequent increases.
The shipping companies made use ofevery event to
invent and impose additional levies and surcharge:
and to hike them as frequently as possible. Such lev-
ies pertained for example, to use and non-use ofSuez
Canal: congestion and delay in any port in India or
elsewhere: change in price of petroleum crude, fluc-

tuation in exchange
rate of currencies and
even any political
event and news. Indian

exporters then used to

rely more on Indian
carriers, which pro-
vided satisfactory

service to Indian trade interests.
This situation began to change slowly from early
1980s. Over tonnage and continuing recession
throughout 1980s and 1990’s in OECD countries
increased the availability of ships to serve Indian
trade. Foreign shipping lines in container segment
increased their frequency of sailings to Indian sub-
continent and improved the quality of service at a
fraction of freight rate prevent in 1970s. Currently
the average liner freight rate from India to Europe is
about $ 700 per TEU (twenty feet equivalent unit - -

|

container) compared to $ 2000 per TEU in early
1980s - that is more than 15 years ago.
Indian flag carriers have been forced to retreat or go
out of business from container segment in view of
unhealthy competition from foreign container ship-
ping lines. The trend since 1980’s is that established
seafaring countries are drawn increasingly to high
value and high tech énds of shipping service such as
car and gas carriers; specialised product carriers and
cellular container ships while general cargo (break-
bulk), oil and dry bulk seem set to be taken over by
entrepreneurs from developing countries. Dominant
container lines owning infra-structure at key points
around the world have either already formed into stra-

tegic alliance or have merged to gobble up a major
share ofmajor container traffic to themselves.
The result was the share of Indian ships in our over-
seas trade has been steadily declining as can be seen
from the following table notwithstanding growth in
volumeoftrade.

That foreign shipping lines stay afloat even during
these bad tidings is solely because of support and
regulation in their favour by governments in devel-
oped countries while these Governments preach free
market for third world. In many countries such as
U.K., Germany and Sweden, ship building is subsi-
dised, while Indian PSU shipyards are told to fend
for themselves by our Government.
Shipping companies generally enjoy varying degree
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Year Share of Indian ships VolumeofIndian

(percentage) trade(million tonnes)
1982-83 40.7 74.81
1993-94 33.6 - 136.97
Source : Ministry of Surface Transport - Report of Director
General ofShipping /
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of financial support and exclusive right for national
carriers in coastal trade of each country whereas In-
dian government had relaxed the law to allow for-
eign flag ships to engage in coastal trade for feeder
service in containers. Wider market access to mari-
time transport was not agreed to even in WTO but
the Government remain unconcerned about the stead-
ily declining share of Indian ships in our trade dur-
ing the last two decades.
PLIGHT OF SEAFARERS
The Indian Government appears to hold the biased
view imposed by IMF/World Bank that globalisation
is laissez faire of text-book vintage. Indian shipping
companies both in the pubic and private sector face
serious difficulties to operate profitably due to lack
of government support. This neglect of the govern-
ment extend to Indian seafarers employed on board

_

ships and to port/dock workers working in Indian
Ports. Modern ships ofvery large size now have very
lean crew size. The condition of work of seafarers
have become harsher because of longer time in voy-
ages and very brief spells of stay in ports for cargo
work.
Measures to ensure safety of seafarers and theirwel-
fare is very unsatisfactory. Most ILO conventions in
this regard are observed in breach. There is at least
one silver lining. International Maritime Organisa-
tion (IMO) has been insisting on countries to adopt
uniform safety standards for ocean going vessels.
Most seafaring countries are reconciled to adoption
ofthese standards because the shipping operation is
facing unhealthy competition from both old and new
ships now under operation.
Adoption of IMO standards may lead to some extent
to curtail over-supply of ships. India has decided to
implement IMO norms from July 1 this year. The
timing is favourable to owners of ships and so the
government intervention in global market is hailed.
The crumbs of this benefit would percolate to sea-
farers in the form of safer working environment al-
though unemployment amongst seafarers would also
get aggravated.
Modern shipping has made redundant many mannual
jobs traditionally done in Ports by port/dock work-
ers. This trend is still continuing. Whatevermannual
jobs that remain to be done for cargo work such as

stuffing and destuffing of containers is getting

delinked from port operations and such jobs got
shifted to places away from ports. Statutory safe-
guards providing for job security and welfare of dock
workers are either being curtailed or is becoming il-
lusory.

.

OBJECTIVE REALITY
This is what libaralisation and globalisation really
means. The objective is to help capitalists, the rich
and wealthy segments of society around the world.
Equally important objective is mentally and physi-
cally condition the working class to be more flexible
to accept globalisation as if it were a great panacea
to resolve all economic ills. Liberalisation as applied
to shipping and port sector in India has ruined In-
dian shipping and brought down Indian shipping ton-
nage to all-time low of less than six million tonnes
in addition to drastic reduction in share of Indian
shipping in our overseas trade. The condition ofwork
of seafarers and dock workers has worsened and lev-
els of unemployment amongst these workers have
increased. ;

*

There has been no growth ofexport in terms ofvalue
addition as Indian exporters have no financial clout
to achieve competitiveness through launching of
brands and establishing marketing outlets abroad.
WTO’s 1998 Trade Policy Review (TPR) indicates
that liberalisation in India has not succeeded the ob-
jective of attracting foreign direct investment in ex-
port oriented industries. The WTO analysis confirm
that foreign companies that have set up shops have
done so more to cater to the large Indian Market.
At the same time, Indian ports are confronted with
the need to modernise ports which is estimated to
cost Rs.40,000 crores in the next few years. in addi-
tion to upgrading of road and rail system to suit the
needs of shipping. There has been no takers to In-
dian government initiative to attract foreign direct
investment for upgrading ports and developing na-
tional highways. That leaves the people of this coun-
try to mobilise the re-
quired resources, not-
withstanding that the
growth of income of
large majority of Indi-
ans had already suf-
fered serious erosion
due to globatisation.
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Workers under various trade union organisations
from 65 countries recently shared their experience
in a conference held in Havana (Cuba). The confer-
ence adopted firm resolve to fight unitedly the chal-
lenges posed by the neo-liberalism and globalisation
and have decided to embark on this struggle, herald-
ing its beginning to coincide with May Day of 1998.
The CITU cails upon the Indian working class to re-
deem this pledge of the Havana conference!

(M.M. Lawrenceis the
Secretary ofCentre of
Indian Trade Unions
and President, Kochi
Port Labour Union
(CITU). He was oneof
the participants from
India at the Havana
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The German Economics Institute has published a
survey on the so-called :black economy”, according
to which its turnover has risen five-fold over a pe-
riod of20 years or, as a percentage ofGDP from 6%
to 15%. Half of all jobs in black. or unofficial.
economy are in the construction industry. Germany
is not only country affected by this trend, as is shown
by the figures (% ofGDP produced by the Institutes
(see table). (Source: Social International Paris)

“Black economy”: An international phenomenon
(As percentage ofGDP)

Italy 25.8
Belgium ; 21.4
Sweden 18.3

Norway 17.9

Denmark 17.6
Ireland ; 15.3

Germany 15.0
Canada 14.6
France 14.3
The Netherland 13.6

Australia
,

13.0
United State 9.4
Austria 8.3

Switzerland 75
Situation in 1994
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GLOBALISATION AND SOCIAL JUSTICE

Freedom ofassociation and collective bargaining are
an important bulwark against an excessive. rise in

inequality and a deterioration in labour standards in
the wake ofglobalisation.
Globalisation will not be politically viable

if it led to
a deteriorationin Social Justice.
Workers are important stake holders in the process
ofglobalisation and also the group that is most likely
to suffer from its negative effects. As such they have
a right to be heard and to influence how the process
ofglobalisationis beingmanaged both nationally and
internationally.

MICHEL HANSENNE
Director General, ILO
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Bux insurance and such other financial con
cerns do constitute very important institutions

around which revolves in the-main, a country’s eco-
nomic operations. Every country therefore, pays se-
rious attention to the working of these institutions

particularly the banks. For a developing country their
structure, shape, system and functioning are specially
overseen by the State and according to time to time

requirements ofeconomic development, reforms are
undertaken to suit the national needs. But, of late it

is noticed that advanced countries, with international
chains of their banks, are taking advantage of the
position ofweak countries,making all efforts to enter
and dominate the banking system and economy of
the developing countries. The governments ofthese
countries are forced to succumb to use of various
machinations trained by international bodies like
World Bank, IMF,WTO, etc. Economic sovereignty
becomes the victim.
The protagonists of globalisation of the economy,
however, feel otherwise. That is how the first
Narasimham Committee was appointed to ‘reform’
financial sector in India in accordance with the New
Economic policy adopted in the year 1991 by the
then Central Government. The hub of this policy is
LPG, i.e. liberalisation, privatisation and
globalisation of Indian economy and is based on what
has been prescribed by IMF/World Bank.
“REFORM” PRESCRIPTION
The committee has recommended wide ranging
measures intended to ‘reform’ the-banking system
and other institutions of financial sector. Liberali-
sation of banking business, privatisation of public
sector banks and globalisation of financial sector

including its banking segment are the sole targets
which the ‘reform’ process aims at.
What actually globalisation of financial sector
means? Let us quote here the relevant portion of the
‘Report of the Committee on the Financial System’ erations of foreign

Banking Sector:
Reforms or Ruination?

Ashis Sen
Asit Das Gupta

(1991):
“The committee also believes that consistent with
the other aspects ofGovernmentpolicy dealing with
foreign investment. thepolicy with regard to allow-
ingforeign banks to open offices in India should be

more liberal subject to the statutory requirement of
reciprocity and the maintenance of such minimum

assigned capital as may be prescribed by the Re-
serve Bank
The entry offoreign banks into the country, we be-

lieve, wouldhave a beneficial impactfrom thepoint
ofview ofimproving competitive efficiency ofIndian
banking system as also upgradingwork technology.”
(Chapter VI).
This is the perception of the committee on the fi-
nancial system about deregulation of entry barriers
of financial sector. It may be noted that the commit-
tee felt that opening of financial or its banking seg-
ment is the logical consequence of govt. policy of
globalisation of economyas a whole. The commit-
tee, obviously, did not weigh all the aspects of im- .

pact of entry of foreign banks on Indian banks and

the nature of challenge they would face. It did not

also assess the international experience ofsuch meas-
ure to facilitate proper understanding of this vital
issue.
LEVEL PLAYING FIELD?
The committee, however, made the following ob-

servation:
“In the short run it couldcreateproblems to the In-
dian banks but over aperiod oftime, we believe In-
dian banks would so

organise their opera-
tions and improve their
efficiency as to meet the

competition posed by
the foreign banks”.
“While permitting op-
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banks we would emphasise the importance ofensur-
ing a level playing

field.”

There can be no dispute that the removal of entry
barriers has thrwn the Indian banks -both private
and nationalised ones-into the vortex offierce com-
petition. And with whom? With the giant multina-
tional banks (MNBs). Compared to them Indian
banks are just small frys.
Though Narasimham Committee piously wished that
a level playing field has to be ensured before the gate
is opened to the foreign banks what happened actu-
ally? Indian, banks are subjected to Bank ofInter-
‘national Settle-
ments (BIS)
standard of
measuring
capital ad-
equacy, i.e, the
ratio of capital
to. risk
‘weighted as-

-setS& a strin-
gent prudential

_nofms
for in-

come recogni-
tion and
proyisioning
and other
measures. The
prudential
norms evolvedin the context ofdeveloped countries
have been imposed on banksin India- an under de-
veloped country having its own socio economic com-
pulsions. Banks have been given little time to adjust
with the new policy environment. Most of the pub-
lic sector banks were already problem ridden when
prudential norms have been introduced.
This ill advised reforms proceses have caused crisis
situation in majority of the Public Sector Banks

(PSBs). Some ofthein
have failed to show
profits by following
new format of balance
sheet. The implemen-
tation of first phase of
reforms has clearly
destabilised the na-

tionalised sector of banking industry instead of im-
proving their health and consolidating their position.
The survival of some nationalised banks have already
been questioned. Some banks have already been con-
demned as ‘weak banks’ and various ways have been
thought of to eliminate them from the scene.
ONLY FITTEST TO SURVIVE?
Doors of banking industry have been opened at this
critical stage. Multinational Banks obviously will
reap full benefit of the situation. The tall talks of
ensuring level playing field is only but to hoodwink
the people. Real intention is to remove the formida-

ble bulwark of
nationalised
segment of
banking in-.
dustry to en-
sure smooth
business of
foreign banks.
What else one
could expect
when ‘re-
forms’ have
been envis-
aged at the
dictates of
IMF/World

©

Bank?
The proposed
convertibility

of Rupee on Capital Account will increase the inten-
sity of competition - never witnessed before in the
annals of Indian banking industry. The convertibil-
ity of Rupee will escalate the magnitude of two-way
capital movement to severe proportions. Indian
Banks have neither infrastructural facilities supported
adequately by information technology and expertise,
nor have the financial support base to withstand the
vagaries of currency fluctuation and speculative
deals.
What has happened in South-East Asia should be an
eye opener to the advocates of the new economic
policy. Twenty major banks in Indonesia had to close
their doors as Ruppiah started making a nose-dive.
It goes without saying that, under deregulated
globalised environment, income margines are bound

SANS

nofm

hee
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to become thinner and thinner. It is a situation which

permits only the fittest and the fastest to survive.
Banks with lower speed, high cost ofdeposits/funds,
low yield on advances/funds, lower rates of other
income to total income, high level of Non Perform-

ing Assets (NPAs), low yield on investments and high
operational expenses will be victims ofcut-throat rate
war and eventually will be weeded out of the mar-
ket.
Indian banks are forced to take on the giants in inter-
national banking arena. Indian indigenous banks.

especially PSBs saddled with high NPA, capital in-
adequacy as per BIS standard, constraint of produc-
tivity by international standard, will be sure losers
of this un-even war foisted on them. As a result well
capitalised foreign banks with superior infrastruc-
ture will swoop on the Indian market, creaming off
the most profitable business and monopolising for-
eign trade-related services whilst domestic bankswill
fight a losing battle to extricate themselves from the
trouble. This is the inevitable outcome of
globalisation of banking industry of our country, if
it is effected in the form as demanded by [MF/World
Bank and recently WTO.
INVERTED PRIORITY
Any well- intentioned reforms of economy would

always give first priority on its Real Sector where

productive activity is taking place. Real sector
economy of our country is hindered by lack of
infrastructural facilities like road, ports, power etc.
These are the areas where attention is to be paid im-
mediately. Secondly social infrastructure like edu-
cation, health. social] security benefits are also lack-
ing. In'such a situation globalisation of financial sec-
tor only means generation ofprofit through specula-
tive activities. As foreign funds brought in will only
be utilised towards speculation in capital market and
Forex market, there is every possibility ofoccurrence
of crisis similar to South East Asian Countries.
Financial sector reforms on priority basis vis-a-vis
real sector economy means putting the cart before
the horse. It is to be kept in mind that financial sec-
tor reform only acts as lubricant and facilitates the

growth of real sector and does not have any exist-
ence of its own. Globalisation means financial crisis
in any country will have immediate contagious ef-
fect on our banking industry. The same recently hap-

pened in South East Asia engulfing so many coun-
tries.
It is well known that a bank with international pres-
ence in many countries is subjected to country trans-
fer risk in addition to normal risk like credit risk,
liquidity risk, interest rate risk, foreign exchange risk
etc. This country transfer risk can enlarge the dimen-
sion ofall other risks to an unmanageable scale. This
in turn will erode or even completely wipe off in-
vestments in the form ofsavings ofmillions of small

depositors with the banking system, due to bank-

ruptcy and failure ofseveral banks, as witnessed dur-
ing the current South East Asian crisis.

,

It is to be noted that access to India for Multina-
tional Banks will be free but Indian banks will face
entry barriers in the foreign countries due,to strin-

gent prudential norms. Thiswill only resultin domi-
nation of international finance capital over the en-
tire domestic sector in our country.
STOP THE INVASION
Those who talk offinancial sector reforms, in‘ahead
of real sector reforms,-merely aim at making thein-
dustrial gapital subservient to the finance capital. As

"finance capital market in the world is dominated by
large MNCs and has tremendous monopolistic pow-
ers. the advocates.of financial sector reforms are ac-

tually advocating the cause of imperialism.
It is in this context, the democratic opinion of the
country must assert itself-vigorously agairist allow-
ing free-play of foreign banksin the financial sector
of our economy.
On-going movement against anti-national new eco-
nomic policy has to be intensified and broadened.
Forum of Bank Employees Unions - a united plat-
form of all sections of bank employees and their
unions, is up in this struggle to protect the belea-

guered banking industry, especially its unique na-

tionalised segment. It is in the interest of the nation.
It is in the interest of bank employees also. Stop in-
vasion ofhordes of for-
eign banks in our coun-
try and reshape our

banking system and
structure to serve the
real interests of our

people and economy.

|
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1. STORY TO-DATE.
1.1 During the regime ofNarasimha Rao, as a part
of his liberalisation, privatisation and globalisation
policy, few amendments were made to the Electric-
‘ity Supply Act (1948) and Indian Electricity Act
(1910). Subsequently number of executive orders
were issued by Government of India to suit the new
economic policy, dictated the World Bank and the
IMF. United Front government also followed the
same path of the Congress(I) government in eco-

* nomic policies. They have introduced a Transmis-
sion Bill in Parliament, with an ulterior motive of
privatising the most strategic segment of the power
industry, the transmission sector. But due to the stiff
opposition from the left parties, they could not press
the Bill and pass it. Now, Ministry ofpower has pre-
pared a concept paper for discussing how to priva-
tise the distribution system.
1.2 During early 90s there was a flood ofMOUs and
PPAs signed by different state governments. This
_was the result of an avalanche of concessions and
previleges, declared by GOI to Independent Power
Producers, especially to foreign capital. The apos-
tles of private power claimed that the new climate
created by the liberalisation policy is the panacea
for all crisis in power sector including resources
crunch. But the gimmicks of the financial package
was unveiled and the scam was exposed in the case
of Enron’s Dhabol Power Project soon. The CITU
and left trade unions were the spearheads in the fight.
The Congress (I) government was forced to declare

a committee ofParlia-
ment to study the
policy packages in
power sector. The
committee headed by
Jeswanth Singh, rec-
ommended among
other things, to do

ON POWER POLICY
-K.R. UNNITHAN

away with the MOU system and to put an end to
issue ofCounter Guarantee. So from 1 8th February, :
1995, global bidding of power projects became
mandatory. .

1.3 The Orissa Power Sector reforms were placed as
a model for restructuring the power sector as envis-
aged by World Bank and IMF. The Orissa Electric-
ity Reforms Act took place in April 1, 1996. Other
States were also asked to follow the suit. Haryana,
Rajasthan, Uttar Pradesh, Gujarat among the other
states are embarking on similar exercise. In Orissa,
OSEB was divided into the Orissa Hydro Power
Corporation (OHPC) and GRIDCO. The OHPC in-
herited the assets and liabilities of hydle generation
units of the erstwhile OSEB, while the GRIDCO in-
herited the transmission and distribution networks
along with their liabilities. GRIDCO was to handle
distribution also, until separate distribution compa-
nies were set up. They divided the distribution into
four zones, called Business Strategy Units (BSUs)
and offered the central zone, which comprises the
hicrative areas, to BSES for management for 4 pe-
riod of 3 years from September 1996. The manage-
ment fee offered to manage the zone and improve
the billing and collection was Rs. 4.2 Crores/year.
There were no definite targets. But BSES were al-
lowed generous incentives to improve over a certain
minimum, and surprisingly there were no disincen-
tives or penalty for low-performance.
2. IMPACT OF POWER POLICY
2.1 Even though, concessions were poured on IPPs,
especially to the 8 fast track projects declared byGOI,
only 100 MW were commissioned by IPPs during
the 8th plan. There were tall talks of adding 10,000
MWby private sector in 8th plan period. The ex-
pected addition from public sector was only 20,000
MW out ofwhich the achievement was 18,000MW.
The shameful and miserable failure ofprivate sector
led to 41.1% slippage from the set target addition of
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installed capacity; which crossed over all the previ-
ous records. Consequently almost all states with one
or two exception like West Bengal are facing acute

power crisis culminating into loss ofproduction and

employment.
2.2. The foreign investor promoted power projects
now coming up in the 9th plan are based, largely, on

imported fuels. The IPPs are preferring hydrocar-
bons as fuel as CC power plants and CI machine

power plants have lower capital cost, shorter gesta-
tion period and easier to obtain clearance. India is

already short of petroleum products and the oil im-

port bill is the single largest item in the import list

comprising about 60% ofour entire import bill. The
switch over to imported hydrocarbons has three
pronged danger ofmounting import bill, linking the

power cost to international fluctuation of oil prices
and currency and depending the power production
on imported fuel. Once the power tariffand produc-
tion are linked to international market in this way,
the entire domestic economy will be open to further

"pressures. Further it will have a long term adverse

impact on balance payment.
2.3 The MOU signed before 18.02.1995, have the

facility to pad up the project cost and extract return
. on equity more than the normative of 16%, post tax, .

with provision to repatriate with the foreign currency
of equity holder, treating the foreign exchange rate
-variation as pass through. This, along with the for-

eign debt, the servicing ofwhich is also sensitive to

foreign exchange rate variation is raising the tariff
very high. Tariffoffered by one IPP in Kerala which
is supposed to be the low is given in the table(See

- box)
It is to be noted that average tariffofdifferent states
in India during 95-96 is only Rs.1.41 and that of
Kerala during 97-98 is only Rs. 1.25, at the Consumer

. end. A minimum of Re.1/- is required to bring the

power from generating station to consumer...
2.4 One ofthe main conditionality ofthe power pur-
chase agreements between IPPs and EBs now signed
is the deemed generation payment. Ifthe IPP cannot

; Maintain the PLF agreed, due to the purchaser’s fault
-EBs - the EBs have to pay the fixed cost to the [PP,
for the deemed generation. This conditionality com-
pels the EBs to purchase the costly power, even when

cheap power produced by EBs or other agencies.are
available, which deteriorates the financial health of

EBs.
2.5 Another conditionality detrimental to the EBs
in the live PPA the Escrow Account. Revenue from
ani earmarked area is pledged and challelled through
a bank to clear the bills of IPPs, selling power to the
EBs. In few PPAs, this security package is inclusive
ofa letter of credit. In such cases, the security pack-
age is inclusive ofa state government guarantee. The
IPPs are accepting this escrow mechanism if it is

related to a healthy area in terms of revenue income.

Consequently, EBs are left with low income areas.
In certain states, a stage has come where any more
escrow account cannot be operated. This situation
also worsens the financial health of the SEBs.
2.6 The Indian PSUs, €ngaged in manufacturing
power equipments are facing serious problems of li-
quidity consequent on the financial ill-health of
SEBs. So PSUs like BHEL are finding it difficult to
raise funds from Indian market and to offer suppli-
ers credit. Since the FIPP/IPP design their own sta-

tions and make their own specifications, they are

providing the equipment basedon the standards most
suitable to the equipment suppliers, who is provid-
ing suppliers credit. So the wide and further grow-
ing Indian power equipment market is grabbed by
MNCs. Standardisation of power equipments and

subsequent reduction in capital cost and power tariff
is out of reach in such a chaotic situation. Thus de-
nial ofmarket, technolocy and finance, organizations
like BHEL is poised to face serious business crisis.
Thus these PSUs are gradually reduced to auxilia-
ries ofMNCs, who are in need of a base for their
Indian and Southeast Asian operations.
2.7 The unbundling ofOSEB started with a tracheae
of $ 350 millions from World Bank, which is coun-
ter guaranteed by GOI. GRIDCO, the baby of
unbundling as perWorld bank prescription is facing
serious financial crisis. It is understood that the

GRIDCO’s loss now stand at more than 250 crores.

Against the monthly
expenditure of Rs. .125
crores, the company’s
receipts are no more
than Rs.85 crores. Al-
ready there was an in-
crease in tariff during
1997 and the regulator

| June, 1998 7 THE WORKING CLASS



- another baby of unbundling do not allow another
increase of tariff in the same year. While the so called
reform process in Orissa was taking place, the aver-
age power tariff was 93.73 paise per unit. This has
been increased to 2.21 paise by 1997, in five phases,
transforming electricity a luxury item. T & D losses
are reported to be at a dangerously alarming level of
32%. When the. first six monthly review came up in
1997 on the privatise management of central zone
distribution. by BSES, GRIDCO found the BSES had
notched up a negative incentive of28.02 Crores, in-
dicating a decline in performance. It is also reported
that number of privileges the employees of the erst-
whileOSEB was enjoying, were also curtailed while
fixing up the service conditions of OPGC and
GRIDCO. hus
all the privatisation initiatives in Orissa, which was
a guinea pig for the World bank model of restructur-
ing and reform has created more problems than it
had solved. It has proved that it cannot serve as a
model for restructuring the electricity sector, else-
where in the country.
3 ALTERNATIVE POLICY
Principles for an alternative policy perspective is
suggested by the TUs and the concerned citizens,
which is reproduced below.
3.1 State Electricity Boards.
a) the State Electricity Boards should be financially
restructured with loans converted into equity so as
to make the Boards financially viable.
b) creation of a core grant similar to what has been
done in the case of the Banking industry to enable
states to implement financial restructuring.
c) adherence to Section 59 of the Indian Electricity
Act in order to obtain reasonable return on invest-
ments. At the political level, a decision can be taken
in respect of the maximum and the desirable tariff
levels that various classes of consumers can
bear.(This needs to be broken down beyond sectors

for example, instead of
agricultural sector the
exercises should be at-
tempted for individual
crops. like rice,
sugarcane etc.)
Restructuring of the

_ tariffs, within the

framework of the Electricity Act to ensure financial
viability of the State Electricity Boards, while pro-
tecting the underprivileged, (this is not possible by
injecting high cost power that is the inevitable con-
sequence of foreign investor friendly policies)
d) Any private investment in power should be lim-
ited by the maximum tariff determined under para
*c’ above.
e) reforms should be based on achieving and sus-
taining the levels oftariffdetermined under sub para
‘ce’ above.
f) continued role of the State to promote the interest
ofthe backward areas and weaker sections especially
the rural communities and the poor. This is not pos-
sible by injecting high cost power to be provided by
foreign investor power plants.
g) creation of a core grant to the SEBs to enable a

TABLE >)

Capacity > 108.4
Equity (Foreign) : 21%
Equity (Indian) : 9%
Debt (Foreign) > 49%
Debt (Indian) : 21%

Capital Cost:
Excluding working capital : 352.22 Crores
Margin money : 7.78 Crores
Interest on working capital : 4.2 Crores
Station heat rate : 1790 kal/Kgm
Aux. Consumption 73%
O&M 13%
O&M : 7%
Depreciation

—

: 7.5%
Term of Project : 15 years

Ist year tariff Levelised tariff
for 15 years

Fixed Cost 1.209 1.000
Fuel Cost 1.097 1.097

Total ‘tariff 2.306 2,097

Assuring
Base Exchange Rate $ 1 = Rs.36
Exchange rate variation/year +6%
Fuel cost escalation 9.5% -

Total Tariff 2.306 3,100
(at generating station)
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proper financial restructuring of the SEBs (on the

lines of a similar grant that has been made in the

case of the nationalised Banks)
h) all subsidies should be borne by the State and the

Central Governments instead of the State Electricity
Boards.
i) effective demand side management particularly in

the areas of agricultural and domestic use of elec-
tricity. Effective measures against losses and theft
of electricity.
j) renovation and modernisation.
k) completion ofongoing projects on a war footing.
1) workers participation in Board’s management.
m) effective steps for curbing corruption
3.2 External financing
a) various alternative routes ofinflow offoreign capi-
tal should be explored. The recession hit industry of
the west cannot ignore the large Indian market. They
should be made to provide suppliers credit interna-

—

tional Bonds at interest rates higher than the current
GDR deposits can be issued. It needs to be exam-
ined whether this would be cheaper than the cumu-
lative implicators offoreign investments in Independ-
ent Power Plants (such as load guarantees, importof
fuel, various conditionalities in the PPA)
3.3 Energy/Power Planning
a) There should be an exhaustive energy and power

*

plan prepared as was done in the past (Energy sur-

vey of India Committee of Power (Rajyadaksha
Committee), Power Economic Committee, etc. All
future plans should be based on such comprehen-
sive examination instead ofpiecemeal restructuring
and legislation in order to obtain a loan from World
Bank or send wrong signals to some investors look-
ing for short term gains.
b) Balanced regional and sectoral development (im-
balances are not only amongst states but also within
different locations within the states.)
c) Indigenous sources of energy should be empha-
sized and the developments ofhydro resources should
be undertaken on a priority basis. Reasource con-
straints should not come in the way of completing
the ongoing projects.
d) Optimal utilization of indigenous fuels/power
resources consistant with national energy policy.
Imports should not accentuate the balance of pay-
ment problem, use of petroleum fuels should be dis-

couraged their use as feedstock for fertilizer and pet-
rochemicalsismore optimal.
e) A long term perspective based on indigenous ex-

pertise and experience. In any restructuring of insti-
tutions and amendment to the law should ensure that
institutional changes do not result in disruption of
existing institutional network standard costs and

flight of talent.
3.4 Central Public Sector
a)Move to privatise the Central Public Sector power
generating units including POWERGRID through the

disinvestment route must be stopped.
b) the built up capacity of indigenous manufactur-

ing industry should be fully utilised before import
ofequipment is allowed. Progressive privatisation
through disinvestment ofBHEL is a suicidal step in

destroying away one of the best institutions with
technical capabilities of world standard which for-

eignmultinational would be only toowilling to takeo-
ver. This must not only be stopped but a consortium
of BHEL/NTPC etc. should be allowed to create a

corpus for enabling
them to offer suppliers
credit and compete in
both domestic and for-
eign markets.
(K.R. Unnithan is the

Secretary of the Elec-
tricity Employees Fed-
eration ofIndia.)
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C™ Aviation in India grew progressively after
nationalisation in 1953. The objects of the Air

Corporations Act was to provide efficient, reliable
and safe air transport services which was more or
less achieved. The Indian Airlines Corporation which
acquired the aircrfts, spares, equipments and also the
man power from the several ‘ailing and sick compa-
nies grew tremendously after nationalisation, absorb-
ing in it different and most sophisticated technolo-
gies including wide bodied aircrafts.
Air India which was an on going company main-
tained its lead in world aviation successfully, com-

peted with International Airlines and earned substan-
tial foreign exchange and profit. The Indian Civil
Aviation acquired the most modernaircrafts ‘and

developed their own engineering bases including
maintenance, overhauling etc. Suitable manpower to

manage the sophisticated technology was also cre-
ated with an efficient training establishment. The fi-
nancial position of both these companies were also
._good. They continued to earn profits during the pe-
riod of nationalisation, except in a couple of years.
OPEN SKY POLICY

.

With the advent of the New Economic Policy of the
Government of India, Civil aviation also became
one of the targetted sector for privatisation and entry
of foreign companies. Even though the Air Corpora-
tions Act conferred the exclusive right on Indian Air-
lines for operating air transport services within In-
dia. the Govt. of India allowed several private air-
lines, in the name ofAir Taxi Operators, who brought

aircrafts from the leas-

ing companies in the
United States. The US
was in fact searching
for markets to these
Boeings lying-with the

leasing companies.
The World Bank - IMF

Va ‘ Cause LossRs/Crores
i) Grounding ofA 320 aircraft

and their reinduction. 197

ii) Entry of private airlineson
|

trunk routes and consequent
reduction in market share 545

iii) Devaluation 90
iv) Merger of Vayudoot, 50
v) Delay in increasing fares 137

\ Total 1.019

CIVIL AVIATION: PRESSURES
-AND POLICY OPTIONS

R. Ramanathan

pressurised the Government ofIndia to scrap the Air
Corporations Act, 1953 and open up the civil avia-
tion sector. An intensive campaign maligning the
Public Sector Indian Airlines and supporting

air taxi

operators was launched.
The Air Taxi operators mainly operated air services

only on profitable routes. The Indian Airlines, be-
ing a nationalised carrier, had to operate services on
several uneconomic routes, especiallyin the North
Eastern region and Andaman and Nicobar islands.
The Indian Airlines which was admittedly a profit
making organisation for quite some time started feel-
ing the financial impact as a result of the Govt. of
India’s new economic and open sky policy. The
major reasons for the loss suffered by Indian Air-
lines during the last six years as a result of the IMF
dictated policies followed by the Govt. of India are:

The market share of Indian Airlines during the said

period of induction ofprivate air taxi operators went
on declining in the following manner.

As a result of the Government’s economic policies,
the Indian Airlines suffered immensely as could be’

i)

(ycar

| 1991-92
1992-93
1993-94
1994-95

1995-96

| A’s share

99.50
90.09
74.08
63.04
60.70

Share of air taxis
(In Percentages)

0.50
9.01
25.02
36.06
39.30
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seen from the following table.

IMPACT ON AIR INDIA
During the period of the new economic policy, Air
India suffered immensely. Air India’s share of per-
centage of passenger traffic from India went on de-

clining year after year with the result that Air India
almost became a sick company. The market share
ofover 50% in the year 1970 has come down to less

than 20% as on date. There is gross mismatch be-

tween the revenue and expenditure. The Rupee de-

preciation, the recent economic turmoil in South East
Asian countries, the fare war initiated by British Air-
ways have all led to an accumulated loss of nearly
Rs.1,000 crores upto March 1998 as given below:

AIR CORPORATIONS ACT REPEALED
The Air Corporations Act, 1953 was repealed through
an Ordinance by the President of India even when a

Bill was pending in Parliament. Both the Indian
Airlines and Air India were converted into compa-
nies under the Companies Act on Ist March 1994.

The monopoly of Indian Airlines in respect of do-
mestic air services was ended and an era ofcompeti-

. tion set in. East West Airlines, Damania Airways,
Skyline NEPC. Modiluft, Jet Airways and Sahara
India which were operating air services as air taxi

operators became scheduled airline companies.
All these airlines, except Jet Airways and Sahara
India had to wind up due to their inability to run air

transport services. These companies had collected
several crores of rupees from the public through the .

_share market and the face value of their shares have
come down below par. Of course, as usual, they

blamed the Government policies for their winding
up. Large number of workers were thrown out of
jobs without, of course, any compensation and they
keep floating media reports of plans to reopen.

Having found that the private companies are unable

to operate the airlines. the government has now

started thinking of allowing the foreign airlines to

operate domestic air services in our country. The

proposals of the Tata-Singapore Airlines (Tata-SIA)
is being hotly debated. The United Front Govern-
ment had also brought out a new civil aviation policy,
which if implemented, will allow foreign companies
to operate domestic air services in our country. Mr.
C.M. Ibrahim, the then Minister for civil aviation.
was found resisting this move but ultimately he had

to agree that foreign companies, other than airlines,
will be allowed in the domestic sector. With this new

Civil Aviation policy, the Government owned Indian
Airlines and Air India will face further problems,
both economic as well as operational.
IMPACT ON LABOUR
The burden of the crisis created by the Govt. of In-
dia’s new policies, is being shifted to the labour. The

Management of Air India has openly advocated a

reduction in the emoluments ofthe workmen through
a revision in the Productivity Linked Incentive (PLI)
Scheme.
The Managing Director ofAir India made an appeal
to the workmen for a voluntary reduction of 5% of
their emoluments to “save Air India” from the fi-
nancial crisis, but it did not evoke much response.
Recruitment has already been stopped and a Volun-

tary Retirement Scheme (VRS) is planned. Thus Air
India is attempting to pass on the responsibility for
the loss on its workmen. In Indian Airlines also, re-

cruitment has been stopped and a VRS is in the off-

ing.
MERGER MOVE
Govt. of India is planning to merge Indian Airlines
and Air India into one

company and/or intro-
duce a holding com-
pany. The Board ofDi-
rectors of Indian Air-
lines and Air India
have recently decided
to ask A F Ferguson
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Year Rs. in Crores
1993-94 258.46
1994-95 188.73
1995-96 109.98
1996-97 14.59

Total loss in 4 years 571.76

{ 1997-98
estimated profit 45.00

Year ending Loss Rs./Crores
March 1996 275
March 1997 296
March 98 estimated 402



and Co. to give their recommendation on merger. It
is reported that this Company (A F Ferguson & Co.)
will be paid US Dollars 200,000 as professional fees

for making the study. If Indian Airlines and Air In-
dia are allowed to merge, itwill create huge surplus
manpower.
The trade union movement in the Airlines were
against the formation oftwo companies immediately
after Nationalisation in the year 1953. However, at
the instance of the big capitalists, the Govt. decided
to have 2 companies to keep in check the labour force.
Now after 45 years of existence growth and estab-
‘lishment of2 different systems, they want to merge
the two in the name ofmeeting global competition.
This is a major problem the industry will face in the

coming days.
EMERGING SCENARIO
On a cursory look at Civil Aviation in our country
after introduction of the new economic policies,

broadly the following scenario will emerge:
.

a) Air India which was a profitmaking national car-
rier has landed into deep financial crisis

losing
its

premier position in the country;
b) Air India’s sharein the passenger traffic to and
from the the country keeps on declining year after
year;
c) The foreign airlines, its share of passenger and

cargo to and from India, its revenue and profitability
in doing business in our country has progressively
increased benefitting from Air India’s inability of
catering to the market needs.
d) The burdens of this crisis is being shifted to the
shoulders ofAir India employees;
e) Indian Airlines suffered a loss of nearly Rs.1,000
crores;
f) Private domestic airline companies unable to run
their companies, closed down throwing out several
thousand employees and share holders suffered;
f) The foreign companies, including the foreign air-

lines will be allowed to

exploit the domestic
market at the cost of
the National Carrier, a
phenomenon unheard
of even in the ad-
vanced countries;
h) Huge financial! loss

in Indian Airlines with adverse impact on labour.
POLICY ALTERNATIVE
The IMF dictated policy on Civil Aviation has in no

way helped the Civil Aviation in our country; on the

contrary it has seriously affected all sections ofCivil
Aviation. It is, therefore, imperative that these poli-
cies should be reversed and substituted with a policy
of strengthening the National carriers, both IA

andAl.
A national transport policy covering air, sea, road
and rail services should be planned and introduced
in the country for balanced growth of the transport
Sector as a whole. The price charged for the aviation
fuel for the Indian Airlines fleet are higher compared
to the price charged to foreign airlines and, there-
fore, the charges for the fuel for IA should be brought
down to at least on par with Air India. The Govern-
ment should subsidise Indian Airlines for operating
the uneconomic and nonremunerative routes in North
Eastern sector, Jammu & Kashmir and Andaman &
Nicobar islands. The Government should also reim-
burse the loss suffered by both the airlines as these
are losses directly linked to theGovernment’s policy.
In short, the policy alternative should be to withdraw
the open sky policy and plan for a balanced growth
of civil aviation in the country.
(R Ramanathan isformerlyGeneral SecretaryofAir
Corporation Employees Union)
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he announcement of National Telecom Policy
(NTP) in May 1994 by Narasimha Rao Govern-

ment was a drastic and sudden change from the then

existing policy of keeping the telecom services un-

der Government control and operation. The stated

objectives, in brief. were:
1) Telephone on demand

2) Access to all people at affordable
and

rea

sonable prices.
3) Widest possible range of services ofworld
standard and

4) To emerge as a major manufacturing base

and major exporter of telecom equipment.
But the basic and main intention of the NTP was to

induct private sector in basic services. The objec-
tiveswere presented onlyasjustification for the same.

TheNTP was part of theNew Economic Policy with
its thrust on liberalisation, globalisation and privati-
sation.
The telecom services being an important infrastruc-
ture for the growth of economy anda big source of
profit (about Rs. 7.5 crores daily profit at that time.
Now the profit is Rs.16.5 crores as per the Annual
Report ofDOT 1996-97), the IMF, World Bank and
WTO were compelling India to privatise the same.
The pressure from the Multi-National Corporations
and private sectorwas alsomounting. Narasimha Rao
Govt. succumbed to these pressurers. Even without
a discussion in the Parliament, the National Telecom

Policy was presented as afait accompli.
Telecom experts and the employees’ unions in

Telecom pointed out that the objectives ofNTP can

be realised by the Department of Telecom itself by
providing additional finance through loans and pub-
lic issues or by forming a Telecom Finance Corpo-
ration as in the case of Railways. The danger to the

security of the nation in entrusting the most vital in-
frastructure to MNCs and private companies was
also pointed out. But Communications Minister,
Sukh Ram had his hidden agenda and the process of
privatisation was started with the calling of tenders

Globalisation
and Telecom Industry

V.A.N. Namboodiri
for providing basic telecom services.
The five day glorious strike of entire telecom work-
ers against privatisation was betrayed by a section
of leadership signing an agreement accepting priva-
tisation and competition in Telecom. This paved the

way for issue of licences to the MNCs and private
companies.(See Table I)
The Government had earlier issued licences to pri-
vate sector for operating Value Added Services like
Cellular, radio-paging etc. (See Table I)
Private sector had already entered the telecom manu-

facturing sector. Indian Telephone Industries (ITH)
and the Telecom Factories under DOT were sidelined

and marginalisedin giving orders for equipment in

favour of the MNCs.
In addition, licences have been issued for radio-pag-
ing in almost all the circles.
All the licenced Indian companies are tied up with

MNCs. The condition
of5 years experience in.

operating telecom serv-
ices as well as the re-

quirement of the huge
capital had made it
compulsory.

Circle

Dethi
tlaryana
U.P(W)
Orissa
Maharashtra
Karnataka
Rajasthan
AP.
Gujarat
Tamil Nadu
Punjab
Bihar
M.P.

Amount.
Company

HFCL
HFCL
HFCL
HFCL
Hughes/Ispat
Hughes/Ispat
Tele Link
Tata/Bell Canada
Reliance/Nynex
RPG/NTT
Essar/Bell Atlantic
Usha/Moscow
Bharti Telenct

Table I - Licence Awardees for Basic services and Licence

Licence Amount
(Rs. In millions)
150.850
40.600
65.800
20.650
57.960
57.960
11.100
42.000
34.000
116.200
45.934
2.266
6,460

wee
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Eventhough the foreign equity is limited to 49%, it
is well learnt from experiences that even with a low
ratio of 25%, the MNCs will be in control, because
of finance and high technology.
The cellular and radio-paging services have started
in many circles. But the private companies have not
been able to operate the basic services so far even
though licences were issued two years back. In the
meantime. the existing waiting list for telephones
have almost been wiped out by DOT itself.
REGULATORY AUTHORITY
The Telecom Regulatory Authority of India (TRAIT)
was formed to ensure technical compatibility and
effective interconnection between service providers,
to regulate arrangement for sharing of revenues, to
protect the interest of consumers etc. But the recent
decisions of the TRAI on these issues smack of an
anti-DOT and pro-private companies direction. The
lowering of connectivity charges for regular to cel-
lular phones have caused a loss ofabout Rs.48 crores
to the DOT during a span of 15 years. The decision
not to allow MTNL to operate cellular services is
against fair competition, and will also adversely af-
fect the customer in terms of tariff. The DOT’s in-
terest policy also has been stopped by the TRAI. It

may be noted that on an appeal made by the Govern-
ment and the DOT the TRAI decisions have been

stayed by the High Court.
Will the privatisation and globalisation ofthe telecom
services and manufacturing benefit the people ofthis
country?No other country with a low density of 1%
telephone has privatised the telephone services so
far. Privatising and globalising at this juncture will
jeopardise the Indian Telecom inasmuch as the DOT
will be pushed back to unfair competition, whether
in the manufacturing or in the service sector. The

_ MNCs and private companies with the full backing
of the IMF, World Bank & WTO and with high tech-
nology will land the DOT in red and gradually take

over the entire infra-
structure.
The hypocrisy of the
Government calcula-
tion of earning huge
amounts through li-
cence fees etc. has
been exposed. Many

companies are yet to remit the fees. The private com-
panies which have started cellular and radio paging
services are complaining of loss. These companies
have formed a consortium and have started pressu-
rising the Government and TRAI to declaremorato-
rium on the licence fees on the plea of loss.
Similar restructuring and privatisation process
launched in few other countries has been disastrous
to the workers. More than 50% of the work force
was retrenched. ;

The globalisation and privatisation process in the
Indian Telecom Sector will not only result in re-
trenchment ofworkers but w ill be an opening through
which this entire important infrastructure will be in
the control of the MNCs. This will adversely affect
the security of the nation.
The present BJP Government has already declared
to corporatise the Telecom Department.
Theworking class cannot be idle spectactors to these
attacks. They have to take up these issues to the peo-
ple, organise stiff resistance and change these wrong
policies.
(V.A.N. Namboodiri is the General Secretary ofAll
India Telecom Employees’ Union Class [HI (N))

(—
Table II Licence Awardees - Cellular

Services
Circle Cellular Cellular
Gujarat AT&T/Birla Fascel

Maharashtra AT&T/Birla BPL/US
WestDelhi Bharti Essar/Swiss PTT
Karnataka Modicom JT Mobile
Tamil Nadu BPL/US West HHS Comm.
Andhra Pradesh TATA/Bell Canada JT Mobile

Kerala BPL/US West Escotle
Punjab Modicom JT Mobile

Haryana Aircell/Essar Escotle
Madhya Pradesh RPG/NTT Reliance/NYNEX
Uttar Pradesh (E) Aircell/Essar Koshika/Pil Tel ©

Uttar Pradesh (W) Escotle Koshika/Pil Tel
West Bengal Reliance/Nynex Nobidder
Bihar Reliance/Nynex Koshika/PilTe!
Assam - Reliance/Nynex —_—No bidder
Himachal Pradesh Reliance/Nynex Bharti

Rajasthan Aircell/Essar Hexacomm
Orissa

_ Reliance/Nynex Koshika/Pil Tel
Jammu & Kashmir No Bidder No Bidder

[ Andamans
No Bidder No Bidder
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WITH BEST COMPLIMENTS FROM

CANARA BANK STAFF CO-OPERATIVE CREDIT SOCIETY LIMITED
(Regd No. PNA/BNK/257/78 Dated 5-5-1978)

OFFICE NO. 1, "AKASHDEEP", 800, SDASHIV PETH,
GADGIL STREET :

PUNE - 411 030
Phone: 471449 & 347046

“PROVIDE FINANCE PROMPTLY TO ALL NEEDY MEMBERS

“ YARING CARE OF WELFARE OF MEMBERS AND THEIR FAMILIES

“EXTEND LUCRATIVE RETURNS ON DEPOSITS OF MEMBERS

INTEREST RATES ON DEPOSITS

46 Days to less than 6 months - 11%
6 Months to less than 1 year - 12%
1 Year to less than 2 years - 13%
2 Years to less than 3 years - 13.5%
3 Years to less than 5 years - 14%
5 Years and above 15%



amt
Sing !

hs

Be

Ae 4a
fh

ak
& pe oe een” Ray

ead lean
|

Visit of Indian Delegation to International Conference Against Globalisation, Havana, :

to the Centre of Cuban Trade Unions(CTC)
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The ongoing modernisation programme aims to deliver a host of

benefits like cleaner and improved quality of Steel. Superior
surface finish, improved flatness and strip shape. All made

possible by state-of-the-art equipment, latest technology,
environment friendly operations and standard procedures
backed by the Quality Assurance of Bokaro Steel Plant.

Bokaro Steel Plant
’

STEEL AUTHORITY OF INDIA LIMITED
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CANARA BANK STAFF CREDIT
CO-OPERATIVE SOCTETY LIMITED (REGD)

NO. 220 IT FLOOR
CUBBONPET MAIN ROAD
BANGALORE - 560 002

ESTD: 1976

In the service of Canara Bank Employees throughout the
:

State of Karnataka.
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