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IFIDIA3T BOURGEOISIE; CONTBADICTXONS MTD CONFLICTS 

INTRODETIOB 

Class analysis of the bourgeoisie of an underdeveloped 

country ha8 been under* &en generally from t w o  different approa- 

~hes. f n one approach associated with  the names of A.G. Frank, 

aamir Adn, I~Wallerstein and others, .the bourgeoiafe of a back- 

ward nation is treated aa a more or less indifferentiated s i n g l e  

plma,  in fact a part of the world capitai ist  class,  and then 

the coniradictfons that differentiate t h i a  c lass  from other soc ia l  

blasaes aru stuaie4.d In the o the r  approach, init iated by the 

Third  I n t e rna t iona l  and l a t e r  adopted by the cornmuds t  parties 

of the ~ d e r d e v e l o p e d  countrfea notably by the Chineee party, 

tho differentiation within the bourgeoiai e of a backward nat ion 

appears t o  be of primary concern. 

' There, however, hardly e x i s t s  any c r i t e r i o n  t o  evaluate 

the plauaibili.t;y, theore t i ca l  and empir ical ,  of any such frame- 

Work of andpie i ,  According to our  understandAng 0.f s o c i a l  classes, 

i t  is only the cxiatenco of relation bf con t r ad ic t ions  betwoen 

the mombcrs of a .well d a f i m d  s o c i a l  group of economic agents 

d t h  o ther  economic agents t h a t  qualify the s o c i a l  group under 

'oo@ideration to ba treated as a w e l l  demarcated socf d clas;e 

or  sfrata. In other words, a syetom of soc ia l  classes and strata 

gay be defined aa a system of clustering (nunexhaustive) of eco- 



nomic agents so that the contradictions existi between rembed 

belonging t o  t w o  d i f f e r e n t  c l u s t e r s  t end  t a  dominate whatever 

the i n t r n  cluster c o n f l i c t  of i n t e ~ c s t s  t h a t  nay ox i s t .  

Therefore, e c l a s s  analysis of the I n d i a n  bourgeoi::ie 

should be ultimately an analysis of con t r ad i c t ions  tha t  d i f f c d  

e n t i a t c  the Ind i an  bourgeoisie and var ious  segments  within it 

as a distinct social class or s t ra tc .  The present paper gives 

a sys temat ic  d o s c r i p t i o n  of the con t r ad i c t i ons  tha t  a r e  relevd 

f o r '  evaluating the different hypotheses i m p l i c i t  f n ,the approaq 

ckes mentioned above. 

Some l i m i t a t i o n s  of our analgsi " need fo be clearly staq 

cd at the outset so t h a t  no misconception a r i s e s  about t h e  scoa 

of t nc  present: pcpez. Ff rk  ;I,,- ::: do not  intend t o  present n 

p o l i t i c d  economic analysis of t h e  proLess of capi ta l i s t  deve- 
, . 

lopmcnt or rather of mderde~elo~ment in India, although wo ag9 

that any study of the Indian bourgeoisie would not be complete 

without it. 

S e c ~ n d l y  we do n o t  claim t o  havo maao a compr~honsive 

analysis  of al l  the aspects of the Tndirtn b o u r g e o i s i e  and no 

d e f i n i t e  conclusions about the c lass  behaviour of the Indian 

bourgeoisie are proforred. Our exercise remains more at the 

moth,odologica l  l e v e l  in the sense of l ay ing  down a framework 

for m+king a more broader and fu l ier  class analysis that is 



called f o r ,  T h ~ . t  j.3 why, we kavs n o t  made my great  effort 

f n  b r i n g i ~  the empir ical  nnterial invol-ired upto date. 

Thirdly we have excluded the agrarian bcurgaoieie  from 

our scope of malyais, 

The plan of tho rest of the paper  is as fol lows,  

'In aection I, we discuss the.-two theoretical framewo~ks 
vv  

greater d e t d l s  and ou t l ine  our  own one. In aection 11 and 

?I11 and re l eva t  se ts  of contradi c t lons  a r e  discussed. 

Section I .- --.-- 

- s i s a d i  s d  hy Gundex F ~ E  k and others 

"In ioiiaga1 underdeveloped countr ies"  , A.G.Frank writes, 

%probably, omerahip of the mcam of production is bet ter  index 

bf the bourgeoisie than k t  is in the metropol i tan countries where 

horporate control has come to p l a y  a relatively greater- role" d 
(Therefore, Frank argues, "the capital is t  productive organisation 

the uderdcvcloped countries rolegntos owners of lcrge sca le  

h d ,  domcstic trade, in ternat ional  commerce, industry, finance 

51.11 together to Bourgeoisie" . /  Furthermore, "there are no con- 

of interest betwean these any more than one can deny 

!%at there ore such conflicts b e t w e n  say, capitalists  in the 



41 h d  f i n d :  United Sf at22 md in Gomany or anywhcrc cis.>.,"-- 

"by virtue of their re la t ion in t h a  productive process t o  i. 

p r o l o t  ariat, thcac  c upi  talists in the anded.evelopcd counzr 

are allied to malogous ones elsewhere Pnd to the bourgeois 

in the remainder of the p o r i p h e q  w d  in the metropolo. !a/ 

It may 50 argued that Frank w a s  mainly denying thc? s x i d  

etcnce of an independent national. bourgoofaie in tho periphed 

and did not attribute homogeneity to tho  dependent bourgsois i~  

at  i t s  every level ,  But the question is precisely this. ~ h e d  

Frank denies t h o  existcncc of an independent n a t i o n a l  b s u x g a o ~  

hc necessarily dcnios the existence of n peripherial  Sc.urgeof% 

of a class intoroat of its own-a C A W S  in te res t  d i s t h c t  and 

cor f r ad ic tosy  f rom t h a t  r the mctropoLitan bourgeoisie, 

The olerilcnt of evcrsimplificnt.an ihplici-t-in-5hc abed 

- w-idoranging conclusion ia in fact rooted Ln the way Frrvik nn# 

other w r i t e r s  of the so called ' Dcpendoncy Schoolt ccncoive 

p e r i p h o r i a l  economies as such, The p e r i p h e r i a l  econmics in 

their vlev, axe a r g m i c d l y  l i n k e d  w i k h  tbe  metropoli'tan c c o a  

and together they form a single ' world c a p i t a l i s t  sg-S t a t  . &ll 

Frank himself wr i t e s ,  "underdcvelopmcnt as we know it todc.y,'a 

economic dcwrlopment as w c l l ,  Ero thc simultaneous and relaq 

products of tha developrncnt on a world-wide scale and over n 

h i s t o r y  o f  more thcn f ow: centuries 2-k lsast of e cirrgle i n t d  

grntod economic sgston: capitol i~n".~'~herefore,  p a r t i o u q  



of the p e r i p b e r i d  economies, the r o l e  of internal classes, m a n y  

of which are associated with pre-capitalis t organisations of 

production are not taken note of in an appropriate manner in 

such a conceptualisation of t h e  p a r i p h e r i a l  economies. Bad what 

f e  more important, the unity of t h e  peripherial economies w i t h  

the c a p i t a l i s t  economy of the  developsd countries ( i, e,  centre) , 
the  integration ~ a i t h  t h e  so c a l l e d  world c a p i t a l i ~ t  systerm' has 

been conaidered mainly at the level  of exchange. In other words, 

a world network of commodity exchange ha~l  been t&en for a world  

productioa syatem which is only gradually taking shape since 

there s t i l l  exfs t s severe disjunctions between the  nat ional  sco- 

d aomioa and also within a national  ecahomy ( f o r  many countries) 

A more fundamental ~ r i t i c i s m  of t h i s  approach has been 
& 

gade by (liovanni Arrighi in hie  letter to Prank, where he has 
IL 

Bbsemed "11n this approach3 the  analysis of the i n t  ernel 
b 
C. 
btructure ia aleaya subordinated to that of the external con- 
P 

vitf OM.. . . . . . Explanations of the development of things are 

got first of dl looked for in t h e i r  internal. structure and con- 
X 

:tradictiom, analysing, once these have been i d e n t i f i e d ,  their  

,fdfa;lecticd, interaction with external conditions . . , , . . Inatead 

; h . . . . . . , .  external determination of both phenomena - infernal  
< 
i* 
[structures Md contradiction.'lgare Looked for.  In fac t ,  the 
1' 

$sy Frank analyses the bourgeoisie of an underdeveloped country, 
kq 

%he class character of such a bourgeoisie ceases t o  bo a proble- 



matiqua and is p r a c t i c a l l y  subsumed under a vcry general def i -  

n i t i o n  pf a world  o a p i t a l i s t  c Jasa , 

The other approach: 

Tho essence of the  other approach lies in the study oJ 

"thc'c?.ynauics of the dependent societies as the dialectical wliq 

of in-; smal and external for ccs" .B/ P h i s  appm aoh , howevcr, 
11/ definas a very broad apectrun of psrt icu lw mcthobologLes. 

Thc wily camon denominator in them is tha t  "the relationship 

bctwcon external and in ternal  forces" is concaided in them ".a8 

formi-xg a complex whole those structurd. links are no t  based on 

mere cxternal form& of exploitat ion mad coercion, but are r o o t 4  

ia coLncidsnces of interest3 batscon l o c a l  dominant classes and\ 

1 2/  i n t o r n a t i o n a l  ones" .- 
The l o c a l  classes in t h i r d  wor ld  c o m t r i a s  are E O ~  seen 

in th i s  typo of e a l y s i s  as mere r e f l e c t i o n s  of the r e l a t ions  

obtaified betweon classes in no t r o p o l i t  an ceuntriee but .they a r e  

lookad upon as classes with t h e i r  own c l n s s  i n t e r e s t s ,  Which- 

ever way these  classes may in te rac t  with the m c t r o p o l i o n  claesc$ 
. . 

must be, therefore ,  malysed in terms of their respect ive class 

i n t e r e s t s ,  ARC in raspact of k h ~  bourgooisig t h i s  l i l r l ~  of anal4 

enables us t o  pose the question of differentiation of the bour- 

g e o i s i e  in a backward nation. 



,Df f f a s e n t i  a t i o n  o f  the boilrgeoisi,? ia the underdeveloped oountries : 
Why? 
Y hy 

The q u e s t i o n  of the d i f f e r e n t i a t i o n  of t h e  bourgeoi8ic 

.in colonia l .  and semi-colonial countries was first e x p l i c t l y  

formulated by the Third I n t e r n s t i a n a l  in its c o l o n i a l  thesis, XI/ 

Later #aa-T8e-Tung ,and the Chinese Communist Party under. his Leader- 

akdp mde  this idea -of a d i f fe ren t i a t ed  baurgeoisie p i v o t a l  ele- 

' m o n t  in , the i r  p o l i t i c a l  strategy* PIao d i f f e r e n t i a t e d  the Chinose 

bourgeeisi e i n t o  two sec t ions  wi th  pronounced contra6ict  i ons  

batween t h e  members of these' two sec t ions .  These two  sections 

wera the comprador b i g  bourgeoisie and t he  na t ional  bourgeoisie 

which m a  by i m p l i c ~ t i o n  medium and a m a l l ,  

of these t w o  s e c t i o n s  of the Chinese ' ~urgeoisie wtly  brought 

,out t h e  e s sen t i a l  f ea tu res  of some real categories.  Ae for example, 

- the tern comprador w a s  a. a o a i a l i y  ~nderstood c a t  egorp of econamkc 

hagenta and l!ao's d e f i n i t i o n  cnly reveals the - essence of their: 

.relationship with Tors ign  c -p i t a1  a d  o t h e r  Chinaso alasees, f q 

8 ather pords., the  categories I4ae de~re loped  to diff ersn t ia te  the 
I ' 

C . U s e  bourgeoisie was very mush rocrted in the Chinase k a c u  

& thr! botmgcoisie in a d i f f e ren t  counkry would be primafacie 
unaccopt abls, 

The general ohservction t h a t  can be, hmTever, made from 

Mao a wri t ing  is thz t  any :;huarg o f  d i f f e r e ~ : t i a t i o n  of the bouzc 



g e o i s i e  in a p e r i p h e r i a l  e*nomy m u s t  be bnsad on an analysis 

o f  thc re la t ionships  t h a t  e x i s t  be t~ recn  the l o c  a1 bourgeoisie 

and t h c  mctropol i tnn bourgeoisie and also between the local .  

b o u r g e o i s i e  and the  dominant classes in the pre c a p i t c l i s t  sec 

c t o r u .  Tho simultaneous exiatenco of theso two f a c t o r s  - one 

external which is tho presence of a very developed cap i ta l i s t  

classes as al ien forcea, and one in ternal  which is the orrtensq 

provalenco of p r e c a p i t a l i s t  social and economic i n s t i t u t i o n s  4 
social. clasaes associated vi th them - generates t h e  s t ructurq  

dif ferent iat ion within such a bourgeoisie. Id 

No'such s t r u c t u r d  differentiation however, occured in 

tho case of the  bourgeoisie in developed countries, During 

procoss  of t he i r  coalescer.n3 i n t o  a social  c l a ~ s ,  the capitaa 

in the deveaoped countrios has to stmigle hard againat the ca 
t h a t  were dominant in the pre-capit d i s  t modas of production, 

Tho rising i n d u s t r i a l  c a p i t a l i s t  even had to struggle against 

t ho  monopoly merchants of the m o r c e n t i l i ~ t  period who were no1 

aesociatad with any r a d i c a l l y  new mode of production, 

But when the c a p i t a l i s t  mode of  production had become 

al l  pervasive and the dominant one, the i n t r a  bourgeoisi~ con 1 
tradictions were ohscrshadowed by the more f indmenta l  c o n t r a  

c t i o n  between t ho  working c l a ss  and tho Bourgeoisie. Sinck t$ 

ultimate source of prof it lies in surplus value ( i.e unpaid s q  
plus labour) d l  categories of c a p i t a l i s t s ,  large or small, 



' i n d u s t r i d  ;lo-. m c r x n + , i l e ,  h3vz to c l o s c  t b o i r  rank against any 

assault on t h e i r  vcly b a s i s  o f  ex is tcncc  i , o ,  p r o f i t ,  The com- 

p e t i t i v e  s trugglc mong the c % p i t  ?lists thus becones secondary. 
. I  ' ' 

In tincn of c r i s i s ,  howevsr; h c n  tllc excoss capaci ty surfaces 
. - 

, -  . 
in aany branchcs of i n d u s t r y ,  tho struggle f o r  s u r v i v a l  within 

* % 

the c a p i t d i s t  c l a s s  may become fierce. And the t y p i c a l  c ~ p i t n -  
r:: 
list business cyc le  of nccunulation-concentration (and/or over- '. . . ', 

, accumuletion) - c r i s i s -cen t rn I I i  z a t i o n  o f  capital occurs ,  with the 
rJi ' ' 

. g l in ing t ig r .  of unsuccessful f irna by t h e  successful  ones through 
I 
merger, takeover e t c .  Tho recurrence of  t h i s  cyc le  leads t o  

'a: qua l i t a t ive  transformati~n in t h e  structure of c a p a t a l i s m  

i tself .  The c ~ g j i t a l i s t  sector gets di . i d c d  i n t o  t w o  parts - ono 
-* 

' p& consisting of t h e  o l i g o p o l i s t i c  large firms and t h e  cons i s t -  

ing of sr?.aller., s o c c l l ~ . .  '1:1-.-:c.1 - - - . - -  . f i rns' . The b a s i s  o f  

" t h i s  d i v i s i o n ,  according to. d t e i n d l ,  id the d i f f e r en t i a l  cost  

siructure and hence p r o f i t ~ b i l i t y  between tile 'two a o c t o r s ,  

It is p o s s i 5 l a  t o  point ou? mmy more such fcatures d i a t i n -  

guiahing these two sec to r s  but one point that needs t o  elabora- 

Afon is tha t  the  ' f o r n a t i o n  of large o l i g o p o l i k t i c  f inns, which 

Bro now expanding t he i r  arons of operation to every corner of. 

ma world, has been a na tura l  outcome of tho struggle between 

pompctitivo Firms and a l a o  n f  f r e e  opera t ion  of the market f orcea .  

Fhia is, however, not to dolly the role o f  o the r  factors,  l ike  

' >4'*L*>' 

Meliberate st ate intervent i o n  in promoting an o l i g o p o l i s t i c  c q ; .  n3 @- *. 
*,>; ..+-q 

!indtu t r i a l  e tmcture, t; ;, 7 , ": 'I 



B u t  th ings  are q u i t e  d i f f e r e n t  in the con t ex t  o f  Etlz 

~unciordevcloped country i l k e  i n d i a ,  ;loret as we have already 

argued, t he  h ighly  concentrated na tu re  3f the c 2 p i t a l i s t  sector 

d i d  not  r e s u l t  from any free play of narket f o r c e s  as such, 

Rathcr  this could  be sacn ac a result of many o the r  factors like; 

t h e  dominmce o f  f o re ign  c a y ?  :sf, p o l i c i e s  of c o l o n i a l  power, 

sn  - . L size of the  narkct . In o t h e r  words,  the monopoly a d  noa- 

mo p o l y  c a p i t a l ,  if theso categories e x i s t ,  would Se relr-ted 

in ,t d i f f e ren t  way in a country l i k e  Tsdia. 

It is necessary t o  put 3 note o f  caut ion at this point .  

Wh.-' ex there ex is t s  my d i f f e r e n t i a t i o n  within the I n d i a  bour- 

ge.i i. ,ie is t he  i s sue  at k d  and we nood not  prejudge it,. TO 

e~ #;tie this issue tre x z s t  s tu .dy  the contradiction tha t  may exist, 

between vnr ious  s e c t i o n s  of t he  bourgeoisie, What we hzve dis- 

cussed above is only t o  p o i n t  ou t  the reasons f o r  c o n s i d e r i n g  

thrs q u e s t i o i ~  91' d i f f e ~ e r ~ ~ i ; - ~ t i ~ n  as ;, relevant one. 

Twc, section of t h o  1 n d i a ~ -  bourgeoisie: - 
B~L"ore  we discuss  the centradictiona between d i f f e r e n t  

s e c t i o n s  of the I n d i m  baurgcoisie, we hzve t o  identify, on 

a p r i o r i  grounds, the  sections of the bourgeo i s ie  t h a t  we are 

go ing  t o  discuss .  A c a p i t a l i s t ,  by Ibarxt s d e f i n i t i o n ;  is' t h e  

htlman embodiment; of one end o'f a s o c i a l  re la t ion whicki has bean 

c al l e d  ' cap% t all, ' C npf C aL repres arlts a sum of exkhange values 

which become c n p i h l  oily by "maintaining a d  multiply3ng'" itseq 



phis c r i t e r i o n ,  of accumulation on nn cxpnnding scn le  is meant 
L .  

t o  exclude from the ranks of the bourgeoisie, the petty c ~ p i t a - ~  
1 

lists who has l i t t l e  or no scope for a c c ~ u l n t i o n . o n  a signifi- 

cant accle, In Ind ia ,  the CP-y i ta l i s t  form of activit ies  of 

my signif ic ant accle may be f eund mostly within the core ' a d  
* 

mcillary scctora. and hence the bourgeoisie may be located 

mostly within these two sectors. Furthennore, it has been/ b- 
' 1 \ p  

r ica l ly  found t h a t  t h e  corporate f i r n  is t h e  best  suited fbr" '' 
J r,,, unlinited accumuletion of capital.  An individual antrepm e\ 

J 
' 4''s drive for accumulation is constrained by the amount of Cap :, 

he ind iv idual ly  can  comma^?. The corporate f i r m  gives ?' 
. Y vidual rntr~praneur or a group of ontroprencurs an u n l l d ,  : 
ag:js 

access t o  the t o t a l  availoblc cap i ta l  in a society x l t d  

dosiroying the p r i v a t e  .nafurc of c o ~ t . r o 1  ovur the procersa of *- 

accuinulation, Thus the most advancod . ~ a d  developed f ofm of I 
c a p i t a l i s t  operation is t o  be found in thc corporate socto~ i :  

" .  I f 
W e  may therefore i d o n t i f y  the bourgeoisie in - 

' /  

consist ing of two amallor s o c i a l  grqups which are the tor;$: -- 

industr ia l  bourgeoaie and the corpornt c Sourgeaisic w ti= 
5. U O .  

'- 

$r6*olx 
the mcillzry sector.  Tho l i n e  of d i v i s i o n  is drawn here d . , 

,p 
tho spheres of operation of tho individual  capitalists, We 

may justify t h i s  l i n e  of d i v i s i o n  r ~ f  thin the  bourgeois ie  
k d  " 

"7 

arguing that sub~tantial contradictions may be expected t o  br ' 

present between these two racial  groups. Our argumsnt waul- 
he, 

however, be v a l i d  in s i t w t i o n  when t h e  capital functioniagR 

cal :it The core inc ludes  u l i  rwctom of ecohorZc uot3,Mt~: 
matehal good8 and trsntspoxtafion of theam 
the maan- h1- Qamm--, ' ". - 



these two sec tors  are l a rge ly  independent of each other .  Ant! 

aueh a s i t u a t i o n  mi& t e x i s t  rrhcn mercha~t capita?. to a larg4 

dsale  in good produced in pre -cap i t a l i s t  sectors.  In Lndta 4 

are very b i g  t r aders  dea l i ng  in agr icul . tura1 conmodi ties and 1 

T " s v e l y  f inancia l  ope ra to r s ,  spc c u l ~ k o r s  e tc .  who may be s ~ i d  1 3 ~ 3 3  
'I-?a' func t ion ing  r e l a t i v e l y  indepmdent ly  05 the process by vhii m d v ,  ., . .- 

' . .%mductive c a p i t a l  i a  produced and reproduced.  In Ind ia  th is  ifiq &I. 

,section is not an insignificant p a r t  of the bourgeoisie, in q 
.. .' 
"social and p o l i t i c a l  power i t s  members wield, Impor t en t  a 

section of the bourgeoisie is, thore exists very l i t t l e  

a /  ge$*%ik:tativs or qualitativ,; information abon: it. 

8 4  

Furthermore for an individual capitalist there exists  
be4 

h d L y . a n y  rigid Chinesewd l  betweon different spheres of o p a  
CU' 

add 'knterpenetration between product ive  capital and purely c d  
t h!,". 

.:a1 and f i n a n c i a l  c a p i t a l  ir a f a i r l y  c o m m o ~  phenonenon, 

- -  1 pt a class  poin t  of view, ifhat is i m p o r t a n t  is how c z p i t a l l  
'P- . T w & : i  :,; 

-%ahised rind how t h o  control over tile acoumulntion process  il 
I !  

. 1" 
,:sia# exercised. In I n d i a  the d e c i s i o n  making centre f o r  bid 
I/ , 
' 1  . ' 

Ld$p~fal is not located  within the  f i rn  but w i t h i n  the f w i l y  

hase'd business houaes. For a p a r t i c u l a r  business house ,  the 
ax'\ . 
$;d capi ta l  is al loceted i n t o  various ac t iv i t i es  and what il 

goi rn 
4 

A ofi t accruing t o  a horn1 ??!ght.t., be rnnldmised i s  the t o t a l  n- 
humal ". 

not  t h e  p r o f i t  of an i n d i v i d u a l  firm belonging t o  the h o a  
cal le!  , 

.e, o u r  primary uni-2s of an&jsis are >hess f a q i l y  bass 
whf ch , b e e d b  



[buzincsu houo es .E/ We n t r n t i  f y them,  into t w o  sectiommcmcly, ' 
1; 

B~l iopt  ly big businens houucn and t h o  rest c o n s i s t i n g  - of ?tedium , 
1 ' 

small business ilouoeo and i t  udg the c o n t r a d i c t i o n s  batwhen 1 

I ' 

Feu@ We sec t ions  of the bourgeoisie, Let  US c l ~ r i f y  YIO coil-- 
' - -  . a 

w p t  of a business houses1 and i x o n o ~ o l y  busirioss housosl that ! 
- I 

p ~ e  beenmused in the context of I n d i a ,  in a greater de ta i l .  
. . 
1 

B i n e s s  houses and E:onopoly houses: 

i .  * 
The,tern 'business houset essentially refers to a o o q L g  

. , .-;,.'\ - 
az A' mkrate of corporate enterprises under the control of a unif. 

? .  
p a g e m n t .  A business house, o r  e q ~ i v ~ l e n t l y  a corporate g x o ~  - 
polcding t e  Aaepri, "consists of firm w3ich are subject to tE 

3ba~I 

A/ - m i s i o n  mklng power ol' coar-,on autiloritqt' , the docision varf 
Bf 

"prices md prof i t s ,  investments,  production, p - ~ ~ h p .  w. 
2_q/ - t:, B i s ,  mploymcxlt and labour" . , .!. .. 

blr , 
-. 1 
, . - 

lis a business orgnnis:ltion, a business house hrs two 

mential features. F irs t ly ,  aburrinesa houaa draws its ent)iscp 

-*%i*@i = meurid inputs from a group of close ly  releted families, in*: 

of' from an ind iv idua l  entrepreneur. 

Secondly a business house, in its orgznisa t ional  .practir. 

m b l e a  an investment cum f i n a c i a l  f i r m  more c lo so ly  than n 

s y  industrial firm. There is cowlan pooling of cap l tn l  a+ 
< 4 



t h r .  group l e v e l  and investment i s  nnde in d i f f e r e n t  b r a n c a  

inklustry accord ing  t o  i t s  i n p a c t  onavern l l .  p r o f i t a b i l i t y ,  

Nathaniel H . L e f f  has very x p t l y  s u m ~ a r i s @ d  the acfil 

c f  a zroup in thc c o n t c x t  of La t in  i h e r i c 3 n  cconony in t h d  

i'ng words and it can bc r e a d i l y  s e c c  "chat thcy  a2e entiroq 

,:able t o  the I n d i a n  business  houses as w e l l :  

"8anewhat l i k e  the Zaibatsu in prc-world $Tar I1 J E ~  

,g:roup i r v e s  ts a d  produces in several product  marliets rats 

s i n g l c  product . These product markets rnw be q u i t e  d 

f3r cxmplc f o r  consumer d u r a b l e s  t o  chemicals i d  

moiling. These a c t i v i t i e s  have sone 'c i~~cs bcen s e l ec t ed  04 
B ck' 

'omia of fo rward  ur b s c k w a ~ d  i n t a g r a t i o n .  In  o t h e r  casesj 
be 

h i n r u z t n e n t s  have beon madc: in product markets which are la 
CU' 

a: h u t  in net  i v i  t i e  s whcre t h c  group' a technical and managem 
Lh; 
bl l .  

..*+&ZHili %LG z are applicable as inputs,'l-- 21 / 

&:d 
In f ac t ,  such  p o u p  p a t t e r n  o f  bus iness  organisatm 

T ~ &  is& 
amon t o  underdeveloped countries and c m  be l1 undcrs tood'w 

u i i  ' 
croecononic response to w 1 3  known cocd. i t ions  a£ rnarketq 
4 ,:am] 
the 183s developed c o u n t r i u s ,  tt a 

h p n g  these corporz tc  g roups ,  a few have been tda 
go  i 

,-5',lC.HSzari and subscquent ly  in v a r i o u s  o f f i c i a l  documcnti~q 
h w n c  

7usinesa Houses or i4onopoly dousus .  Only houses haviag 
c a l l c  

ove n p  arwtarily decided level  have been eo e l -  
which 4 - 



only E! . f .P~r~nc*  betveer_ the ruonopoZ.g h a ~ s a s  md non m~nopoly 
' 

m a ,  by . th i sdef ir~ i t ion ,  w9.1ld be a quantitative one of sizo, 

If we go Ly a .kc::-t-bock L e f i s i t  Lon, a mcnopoly fi4a would 

which is n sirglc ~ z l l o r  01 c d c f i n i t o  p r o d u c t '  The 

m y t i c a l  c t i l i t y  o? svc3 c. t i c f i n i t i o n  is clearly not  nr~ch, f o r  

IIF purpo8e. The esscnt id  p a i ~ i t  hors is a firm's a b i l i *  t o  in- 

mmce the product rnzrket; ~ z i c s s ,  .The poin t  of deparature for 

@b notion of m0no~ol.y is narket . such a not ion  of monopoly 

mt be useful  for ai:o!.y~ing nonopoly  p r i c i n g  p o l i c y  a d  releted 

m e c t s  of a fizm' s beh nvi.o:~s' in rnar!c~t.  But when we . w a n t  to 

mers  tan6 the i.rofiopoly bourganis2a as a s o c i i l  group, we mua? 

BMider f , ~  :;hrr.nmc-?.jr: 114 :;o-nopoly i :~ 5',ts t o t , d i t y  and not w&th 

mb-oc.l: 50 ~ Y Q ~ U . C ' L ;  c ~ : : . : ~ . ,  37-,3n9. 

. Baaari c-,d o6;1orz, t 9 c r ~ - u r e ,  T--Tr~ trken the size of to%& 

mpikal r.~rr:mmd~d by r: h=:~inezrr; h ~ u s c  to be a mrex Indicator Bf 

Cb pvera11 >owe- 3.n .I '.;I r.;:onor.:r. Bet s i c 9  p e r  se c m n a t  be 

- 
Bust loox fo-r. some q ~ : c l i - k z t ~  ve ~ 4 p e c t  u d i a t i n a i a k i n 3  the uonbpol$ 

bwsea frm o t h e r  on2 i h s c :  ns~pec t s  may b5 expected t o  appear 

lie can poin-i; out t t r e e  such. qwditative aspects* 



(a) S p a t i a l  Diversity: In terms of l oca t ion  of a 
and market for t h e  products, the monopoly homes have a 1  

character. In other  words, thc domain of oparztion of 4 
housos is the na t iona l  economy end n o t  a rogiond one. 4 

(b) I n d u s t r i a l  diversity: Inndustrial a c t i v i t i e s  

monopoly house aro not  confinod t o  any particulpl.  indust4 

are s p r e a d  ovor a numbap of indus t r i e s  including trade, 

a . t o  f o r w a d  m d  backwerd linkages. 

( c) Financial Linkage: The monopoly houses have 

to c a p i t a l  markot  in general, through the i r  con t ro l  and 4 
l i n k s  w i t h  varioua banking md ins urar,ce companies. A n u 4  

impor tan t  banks have been i d e n t i f i e d  t o  be under the con tq  

215 one o r  moro monopoly houses.--' 

We have till now talked of two sect ions of t he  fnd ia  

bourgeoisie, nnmely the mono~oly houaes and non monopoly oa 
busincsa houses.. These is n third bourgeois i n t e r e s t  groufl 

o p ~ r a t i n g  in Indfa,  This is the imperialist bourgeoiaio, 4 
ahntod by faroign cnpi'tal in India .  IJe can think of three. 

hypathoeos about the nature. of relationshipa between th esel 

groups, and the  cont rad ic t ions  a r i s i ng  there of, 

Three broad hypothes ca : 

The first hypothesis mny be s t a t ~ d  in the fo l lowing  4 



There is e coincidonce of i n t c r e e k s  of a d  a non-antagoni- 

a t i c  relation botweon t h e  I n d i a n  monopoly houses and f o-.eign 

Capi ta l ,  The non monopoly I n d i a n  houses are d i r e c t l y  threatened 

and dominated by t h i s  af liauce batwesn the . i n t s m n t i o n a l  and local  

F o l l a ~ i n g  Merhav, it is p o s s i b l e  t o  describe the nechmism 

of  es tabl ishing such r?n all iance in thc following way. . . 

Let us usame tha t  the mcrkct f o r  the i n d u s t r i a l   product^ 

i s  so res t r i c t ed  that  my p a r t i c u l a r  group of ro l a t ad  produc t s  
' 

-*an be supplied by a very ~ ' e w  p l a n t s  of lax@ size with fmportod 

' c a p i t a l  in tens ive  technology. 'Even - I : ~ i s  s n n l l e r  demand st ruckure 

:for r, s p e o i f i c  group of products may be fur ther  fragmented due to 

t h e  product d i f f e r e n t - ~ t i o c  tliz5 is c;2dt. possible by the demonstra- - 
'tion effect oT cohamers t  t m t e  irf t1.e advanced countries. Now 

'.if we fu r the r  assume t h a t  tho aconony is ftch,zracteri  zed by a s tm- 

,ctural incapaei ty .bo produce tho c a p i  t a1 gooda rcqui red f o r  

28 
jgroWkh" J th is  technological  dependence thon leads ' " t o  the crner- 

:&ence of a m o n o p o l i n t i c  structure because the scale5 of output  

tdt must be adopted t o  i n t r o d u c e  modern method o f  7roduction are 

:large relative t o  the extent  of i n i t i o l  market", AOW the Indian 

.gtonopoly house t o  r e t a in  t h e i r  c o n t r o l  oTcr the s u ~ p l y  of products 
i 
I enter into c o l l a b o r a t i o n  with internetiondl monopolies, get  access 

!'f;o t h e i r  most advanced technology ,md in r e t u r n  shares wi th  then 

par+ 6f t he  monopoly rent thrtt  nccrmes t? them, The amzllcr  
1 

piee of the n a r l c u t  ensures' n high  d.cgroo of monopoiy and high rate 
I - 

f$f return t l  n?Lra t h i s  shar ing ,  advantageous f o r  both the party.: ,.r*> 
I 



llencmbcring thct  i n t e r n a t i o n a l  market f o r  mos t  of 

i n d u c t r i a l  p r o d u c t s  is highly o l i g o p o l i s t i c  it c m  bc s d d l  

t h c  dominant i n t e r n a t i o n a l  f i r n s  have an i n t e r e s t  in helpia 

t h d  I n d i a n  aonopoly houses to get t h o  advanced (-not necesbd 

t h c  best ones) technologies, o f t e n  a t  credit, s ince  in th,itl 

they c n n  bo th  beat ,tho tcriff w a l l  and their c o m p e t i t o r s  m-1 

A c o n f l i c t  may m i s u  if the i n t e r n a t i o n 2 1  f i rns  seek t o  ins 

d i r e c t l y  wi thou t  any collaboration xi t h  t h o  l o c a l  monopoly a 
gcoiuie, But in the long run t h a t  strategy nay t u r n  out  tea 

p o l i t i c a l l y  s u i c i d a l  S incc  they would then sxposc  t h e m s o l v q  

n c o , l s t m t  t h r e a t  of n a t i o r 2 l i s a t i o n  u i t h  no l o c a l  intcreet4 

d e f e n d  then, 

Tho i n t c m a t i o ~ n l  f i rm  would p r e f e r  t o  col labora te  a 
tilt l o c a l  6oxi:zant b o u r ~ o o i s i c  t a  ar~y collaboration with t h e  

smaller ,and medium onos s ince t h a t  wouid ensure ( i) a S e t t d  

r e l a t i o n s h i p  wi th  t h o  'host s t  ate in which the  i o c a l  ma no pol^ 

havc a greator c o n t r o l  ( ii) a well d t ~ v e l o p ~ d  marlcetintf n e l x a  

and a pool of cnnpc tent nonagerial whi ch t h o  l o c a l  a 
poly houses have ( iii) m? a l so  a c c o ~ s  t o  domes t i c  c ~ e d i t .  a 
large plants based on imported technology i n  the monopoly sa 
and a s l o w l y  developing market jointly ensure n c o n s t a n t  pra 

of excess capaci ty  in di f fe rea t  indus t r i e s ,  which ac ts  as a a  

to new product ive  investments on the gnr t  of non monopoly 

. w houses,  



In t h e  second hypothesis, roles of t h c  nonopoly and non- 

aonopoly bus inoss  houses are reversed but kho sf r u c t u r e  o f  over- 

all depen2ence on t h e  fo r e ign  c c p i t a l  is retained. i i n c a  tke 

mo~opoLy houses are b e t t e r  placed in terns of c a p i t a l  m d  c o n t r o l  

over the home market, they, have, it is p o s t u l a t ~ &  be t te r  leverage 

t o  choose a s u i t a b l e  co l l ebo ra to r  wi th  less s tringcnt c o n d i t i o n s  
' 

for c o l l a b o r a t i o n ,  hog f o r  the  best technology at a minimum 

p r i c e  and o b u n  c r e d i t  in the  i n t e r n a t i o n a l  c a p i t a l  markst more 

easily.u Their desire and c a p a b i l i t y  f a r  at taining technologi- 

cal. independence through adapt ive  innovat ions  is much g r e a t e r  than 

h a t  of s m a l l o r  non monopoly houses. The non monopoly houses 

have divers i f ieu  t o  a lesser ex ten t ,  are much more dependent 

on n 'pafliculnr project  a d  hence t h e i r  s u r v i w a l  i f 4  at stake if 

aone c o l l a b o r z t i o n  p r o j ~ 1 ~ t s  f l ~ u n d ~ r .  ~ J o  they have more subser- 

'*ent r e l a t i onsh ip  t o  -the f o r e i g n  capi ;a1 t h a n  t h e  nonopoly 

%ausos have. 

Since the individual I n d i a n  monopoly houses a m  pigmies  

com3ared t o  the giant  i n t e r n a t i o n a l  firms, they use their S t a t e  

30 curb the growing infauence of the foreign c a p i t a l  t o  -force 

ZheP eater i n t o  co l l abo ra t i ons  w i t h  the monopoly heuaes at favour- 

Fable cond i t ion  to t h e  later.  

According tc t h o  t h i r d  hypothesis, the entire Indian 

%ourgoo&sie  ha^ beon i n t eg ra t ed  w i t h  the wor ld  c a p i t a l i s t  structure 

end Is f i l l y  dependent on t h e  i m p e r i a l i s t  B~urgeoiaie. Tho 



s c e n a r i o  is best described i.n tho ~ r r i t ' i n ~ a  of A.G,Frmk, tho 

Chi3f cxponont of th is  t h e s i s ,  Thongh Frank s t a t e s  it in t he  

context  of Lat in  America, his thes i s  may well- apply to the  

I n d i a n  cmo,  

t tSincg the x@tropo l i s "  Frank writes, "pro empts  an i n c q  

i n g  share of thc most .  p r o f i t a b l e  Lat in  American business and. 

f orccs the remainder i n t o  grotring economic d i f f i c u l t i e s  , the La 
American bourgeoisie that l ives off t h i s  loss p r o f i t  able b u s i d  

iu left no choice but  t o  f igh t  - even if v d n l y  - for i t s  S U X . ~  

by illcreasing t hc  dcgrce OL nag* and 'price exp lo i t a t ion  of i t s ,  

pe t ty  bourgeoisie,  workers and peasants end in orde r  to aquoezl 

some add i t iona l  blood out  of t h a t  st one, . . , For this reason 4 

n l n o s t  the en t i r e  L d i n  h ~ ~ ~ c i c ~ n  S q r a g ~ o i s i e  is thus thrown i n q  

p o l i t i c a l  a l l i ance  with - that is in t1.c arns of - the m e t r o p o 8  

t a n  baurgeaisie8' And f i n a l l y ,  t h c  inev i tnbla  fu tu re  af the  

p e r i s h e r i d  bourgaof s i o  is to become, '' associates, partners, 

burc zucrnb,  suppliers and c l ients  of nixed f oreign-latin hca 
cntc-rprises and groups", .w 

These three hypotheses ossenti~lly describe t h roe  dif f ed 
an t  structures of r e l a t i o n s h i p s  ( i. e. contradictions or lac!< ofl 

it) between three dominant intercs t groups  w i t h i n  tho cnpi  talis! 

formation ( obviously  excluding t h o s c  sections we have not  consia 

ed i . o .  purely mercantile and f i n a n c i a l  bourgeoisie, the apecua 



tors etc.) so, what we require is. to study those  c o a t r a d i ~ t i o n s  

ko which tre pass  over in the next section,' 

Sec t ion  TI 

C.ontradictiona be tween two scc t i o n s  o f  the I ndisn  bourgeoisie 

Tho con tmd ic  tion, between tho monopoly I ndian bo-mgebisio 

b d  th,e non-monopbly Indiar bourgt.oj.sic m a y  arise p r i n c i p a l l y  due 

PO two broad strategic objectives t h z t  the monopoly bourgeoisie 

?ursuz vin-n-vis %ht zon nonopoly bourgeoisie,  

The first object:  re is to provent en t ry  i n t o  those mea 

Pere  monbpoly capit olists w e  intsres tcd. T h e  second obiec t ive  

t o  squeeze out the  existing rlon monopoly capitalists from the 

R%tdustry where both are  opcratlng. Thc measures adopted by tha 

p n o p o l y  bourgeoi~ie to realise these t v o  ob jeetives give r f s e  

b' contradict% o w  bc tween the two s oc ti ons of the bourgeoisie, 

B a e  contradictions are  grouped i n t o  f o u r  broad types ,  aris ing 

mt Q$ - 
(i) C o n t r o l  over technol6gy 

( if) Product mnrkct  p o l i c i  os 



( iv) d t a t e  p o l i  die:. af  f ec l i n g  o p c r n t i o n s  of the pri-rate 
co rpn ra t e  s c a t o r .  

A n o t e  of cmtim nuzt ba given here about the discus= 

t h ~ t  f a l l o w ,  It inay l a t e r  s o  .%ppaar t h z t  we hnvc subst i tu ted?  

con+ rad ic  *ions between t L c  b i g  and small bourgeoisie f o r  the  

con t rnd i c t i ons  b c t u ~ c n  thc monopoly and non monopoly bourgeois 

Pi{nofsr 2nd smallness o b r i a u s l y  r c f c r  t o  a purely quantitatia 

dinension and no s o c i a l  stratc ur s o c i a l  group can  be d i f f a r e a  

t i n t e d  w i t h  t h e  h e l p  of a quantitat?'.ve chr.rcc,cteristic &one, ,a 
obvious ly  rr c e r t o i n  l c ~ ~ o l  cl? bizmas  or size gives  ripe t o  sa 
i m g o r t a n t  qunl i i a t i vo  zhnracteristic t 5 Z  shared by those b e 1 d  

t h n t  level .  

W o  have idenkif i c d  the monopoly bourgeoisie by some 

q u a l i t  at i T~? 7 : ~  z 5 7  c::? i d c a l l y  :re skcuZcl C3t.o conf i i~cd  our 

at tention only t o  t hosc  f cc  t lml  ev5doncc which signif.7 c o n t r a  

c t i o n s  between the uonopoly bou?:gnoisie such def ined  and the  a 
monopoly bourgoo i s j e .  But In the o f f i c i a l  reports, tho major1 

sourcc of o u r  in fo rmat ion ,  a l l  t h o  busincss houses wj.th capitg 

*asse ts  above a certain level, have been class i f ied ar3 rnonopol~ 

houscs ,  It is not possible t o  judgo definitely, how many of 1 

houses actually posses , thoa c q u a l i t a t i v e  charctc terietice t h a t 1  

have i d o n t i f i c d  a dcfining ones f o r  the monopoly bcurgeoisid 

But, it can be s L d  t h a t  thzra would bc n o t  mnrw business g a  



m+aide  the o f f i c i a l l y  idcnt i f iccl  ti,: or r.:onaply h o w  .s, which 

F y  p o 6 a c s 3 d l  the above merrtioncd chr-,.ractariulics. Therefore,  

m%h some rescrvctiona notui thb tmding,  c a n t r d i c  t i o n s  tilzt r.re 

mng shown t o  e x i s t  ba.t-wcori the  rzonopoly or large busixlcss housoe 

o f f i c i a l  d e f i n i t i o n )  nay r o a s o n d l y  pms f o r  t h e  con t r ad i c t ions  

m e e n  the monopoly bourgeeisic (by our  i d e n t i f i c n t i o n )  m d  the 

en oonopoly bourgcoisio. 

Furthermore, one may l o g i t i n ~ t o l y  n ~ ! r  whether o r  n o t  such 

p p e t i t i v s  strategies ap7ly wi th  cpunl significance to the  mono- 

sector itoelf. Bere, T b e l i c v o ,  t h e  question o f  quantity 

mf arming i n t o  q u d i  t y  arf n en. If t h o  monopoly bourgeoiaio 

B: t o  ' 3 ~  tre7,ted :.L d j . c t r i c t  o tratum ar clase w i t h i n  the  brander 

m; of the bourgeoisie, " c intra rnonopali7ta c o n f l i c t s  ,must 

relatively in signific snt conparad t g  the con t r ad i c t i on5  exist- 

m. between tho nonopoly and aon  monopoly S3mgeoiaie. Obviously 

question ~f empir icrzl  verification remrAns, 

Technology consists of two components - onc ntj be ca l l ed  

R''hardeare of production1 which ex i s t s  in the form of c a p i t a l  

ma i.0. machines, tools, etc,, exbodying a specific mcch&rrism 

Ebperatioa. The o t h e r  one may bc c n l l c d  tho aof t wars of 

m u c t i o n  which includes the knowledge about product procesa, 



product  designs, process  know how and a l s o  t h e  skill o f  t r d  

241 tackni  cians. 

The con t ro l  ovcr technology mcy be exercised through 

c o n t r o l  over thc supply of e i ther  or both of thcsa two cornpa  

of technology. In a nr?tional economy t h e  monopoly capitdig! 

nzy, td:o c o n t r o l  ovcr these s u p p l i e s  by nonopolising t he  c u p .  

goods sector and also taking the HgcD activities under i t s  fil 

gr ip .  

A t  the time of ind+pondcncc there w n s  hardly any caps 

good i n d u s t r y i n I n d i  &' mi, indus tr ia l  research and derrclom 

activit ies  wore 2lrnos.b non efiatent.  Ind ia  had, so t o  sa 
no ' independent techno l ~ g i c a l  b a s i s ,  

The Ind i an  bourgeois ie ,  in p n r t i c u l a r  the d o d n m t  ~4 

of i t s  therefore had c l e a r l y  two o p t i o n s ,  assuming t h n t  t h e m  

the p o t e n t i a l i t y  to i n t i a t e  s t n t o  po l i . c i c s  c o n s i s t e n t  w i t h  a 
chosen optionsex/ Either they could go f o r  largo scale i n p q  

foreign technol~gy or they could muster all tho na t iona l  ream 

of d ovciop an independent technologic~l b a s i s ,  import ing t e a  

l o c i @  only to complement thzt effort. 

As it happened, tho f i r s t  op t i on  wm chosen h d  as a m  

there was a large s ca l e  import of technology,without; any maw 

effort t o  increase domostic RgcD ac t iv i t ies ,  atleast  f o r  the  

a d a p t  n t i on  of imported technologyeN Tho impor t  a c e  of teem 



nont in the privntc corporate sector (ii) tho spate of tac:hnical 

wd technical  cun f inancia l  co l l abora t ion  at:*ornents cntc::ed Sy 

tho  Indian fim w i t h  fcseign Q;-i.mms, Table 7: ?resents f i ~ r z s  ox' 

tlie import  content of the licenscd inveotmcnt in the c o r p s r a t c  

sector for a f e w  y a m s .  

- 

Impor t  comgoacnt of 

Totnl far the period 66-8 

Source: i& *iia:%e&:&~:sl'" 5 ! ~ ~ n q ~ ~ ~ g  
c Y 

Bcport Planning C o d s s i o n  
1967 p-77, 



I r n 2 r d  o f  +cchnology wzs n o t  ngain rcstrictad t o  m y  

- p a r t i c u l a r  size o f  investment and was a lmost  i n v a r i a n t  w i t h  

the s i m  of investment, a8 czn be sdcn f r o m  the  Table 3,  
I 

From t h o  Table 2, it c a n  be also seen tha t  t h i s  i m ~ o a  

o f  technology was not s p e c i f i c  t o  any p a r t i c u l a r  p roduc t  p o l  

T a b l e  2 

Impor t  component of inveetrnent in various product gxoua 
(weriod 1959-1966 ( u p t o  ,Tune) 

"-.c-------.IU.I------------------------~ 

3 /' 
]import com2onen-t of the iq 

~ r o d u c  t 0 r o u 2  vea b e n t  ( in porcent ages) 
---------,------,------,---,,,,------ 

Other  consumer goodo 68.0 

C homi r, d s  70.5 

Engineering n. e,c. 6s.4 
M achi.n-~ =4 componont s 67.7 
Transport  equipnenta 74.2 
Kinerals  and processing 48.3 
D thers 63.6 
.eu------d------>- ------.--- 

Source: Hazari ,  Ibid, p-38, 

~ o t e  : For details ace the footnote. 

But for t h e  mineral indus t f i e s ,  variation in the import  conta  

of investment for different product groups is quite  low, 



I J Y ~ C Z ~  ~~1pctrir?~lt in vcious oize gr>up of i zveshwx 
I .  

---.--a ..I.--- .-.-.+.-a .--.-- --..,. rr----u-.---ru.rr----r--- ..raw 

Import  conpomnt in the in- 
Inms-kmcn t S!. LQ vestnent ( percontugc af th3 
(in l&hs of rupccz) tots1 investment in respe- 

ctivo sizes) 

r t  ~ E i c  fibcsdr. i q o r ~ ! ,  cf tcchnologj i tst lf  whon i-ldigencous 

m&11010gy has n5t takca a viable shnpe, m 2 7  art os c b v r i a  for 

9 o n t q  02 tho ncln aon?po!.y s m a l i ~ r  c,?pitnlfsts intfi  m m y  in- I 
WM~L n:cc.tvs. 

\ 

F i r ~ t L y ,  t h e  ir-carnation,$. mnrkot f . 3 ~  Gechnolc gg ie highly 

~ g 0 p o l i s t i o  m a  thoroforc  tho cnst of f schnology inport is 

,If t h ~  non nurropoly c n ~ i t a l i s t s  thus o m q t  afford to pcy 

hi& cost, they m y  also f in6 it diificul t and - m m n e r a t i ~  

m & o r  ar, industry on the b a s i s  o f  indigenounly available techno- 

a i d e  %hey K,~u!S face ';he problem of ncriccting their product 



in a marire-k with marked preferonce for f oroigA: wroduc ts m i  a 
LEI t h e  problem of high c o s t  per unit of product, 

Secondly, We optimum p l a n t  aizo corrcaponding t o  they 

technology nvai lnb lc  in developed count r i  os are quite  largo 4 
parod to the Indian market and requir2s an i n i t i a l  investmdi 

considcrablo amountS;" Thia will a l s o  act as a bar r ie r  for 1 
\ 

e n t r y  o f  smaller capi ta l is ts ,  

Furthermore, monopoly capital is ts  c an iaport technola 

in a much more planned way. Thoy can preparly pra-plan a d  a 
t c c k n : j l ~ ~  in required part.. and then c,an sui. ';ably adopt it 

through some R&D nct ivi t ios  which they *an afford to aup:~orq 

d ITCUR study on i;he ixport of foroign tcc-hology has thirs 4 
t ed - 'the Large f irns ?ore .)ften proyosc to import .separate 

of technology such as, gatents, p r e  invzstmcnt services m d  

problem solvLng services, Small firm tend t o  import more ca 
honsive combination of knowledge, The piobabl e explanation a 
t h e t  lerge f i r m s  employ technic dL staff to suppiy a good d e d  

t h e i r  requireaents of tachnology and go 'out to buy tebmolod 

when e i t h e r  t h e i r  staff or thcir ,%ll fac i l i t ies  c w o t  genera 

it, while s m d l  firms have to re ly  havily on purchases of tea 

From the above diacusaion we can conclude t ha t ,  a l t h d  

thc 1 ndian monopoly business houses' do not. generate tho t e c h 4  



; n o l o g i c a l  i n p u i c  int, the  economy, they c f l a c t i v e l g  cont ro l  the  

f low of technology i n t o  the  ecollony f r o ~ n  t h e  i n t e r n e t i o n i .  

;market for technology and force t he  rian monopoly house3 t o  cremre 

Conpeti t i o n  w i t h  them in tha* narket . 

b o n t r a d i c t i o n s  mmif es t a t  the leva1  of product maiket 

I n  the p r o d u c t  market the bonopoly  c a p i t a l i s t s  m d  non 

donopoly c a p i t a l i s t s  may m e t  in nore than one w a y s .  They m a y  

' .com~ete w i t h  each o t h e r  in a market f ~ r  a s i n g l e  p roduc t  or pro- 

;ducts which are close a u b s t ~  t u t z  o f  each other, They may encoun- 

t e r ,  oach o t h e r  a; buyere o r  se l l c r s  in ,he mnrket  f o r  i r d u s t r i a l  

rllrw materials and o t h e r  m ~ n w  of p r o d u c t i o n  which are uned in 

t h e i r  r espcs t ive  plo2,:. ; i ~ i  A .  02 the monopoly houses may 

buy f i n i s h e d  products produced. by the ilan :nompoly f ims m d  uso 

X ~ S  wide maxlceting network t o  narlcet t h o s e  products. !o the extect ,  

.a particular group of t h e  b o u r g e o i s i e  dorives b e n z f i t  ajrstemati- 

c a l l y  from the i n t e r p l a y  o f  these a u t u a i  r e l ~ t i o n 5  k c  ' i l .  d e t r i -  

:merit of motheq con t r ad i c t i ons  would cri jp up between ,;he two 

, ~ X O U ~ E I  of the bourgeoisie, 

In a pr0d.uct market where competition p r e v a i l s ,  p r i c e  w a r  
f o r  

iB the classical  instrumen$wagi.ng was: t o  squeeze ou4; the s m a l l e r  

l e s s  resourceful f i r m s  f rom the markctad In I n d i n  lrc find vcry 

:%w instances whose I n d i a n  monopoly hor;sae hzve usod t l l i ~  in3trrl- 
I 



ment for ousting a smaller firm f r o m  a particulzr product n q  

Tlae c a n  suggast mainly t w o  reasons for it. F i r s t l y ,  the small 

size of t h e  marko t and i t s  f u r t h e s  segmentation does not mak! 

a h i g h l y  p r o f i t a b l e  strategy for any f i r n  to engage in an dl1 

p r i c e  war t o  weed out its smaller rivals ,  The b k o t  is s e d  

maicly i n t o  t ~ r o  parts, in t h e  case of the conkumer products. 

oegaent: caters to the needs. of the lower  a d  m i d d l e  income a 
families. The products, s i m i l a r  in other  reapsc ts differ stla 

tinlly in quality, d e s i g n  and pr ices  between the two markets4 

chezper, standardised and low quality goods are sold in the  

marlre$ while quality, high and diff erenti nted productd 

sol6 in the l a t t o r  market, The income -1istributfon of I n d i a 1  

what is is, t h e  l a t t e r  market is much more lucrdtive from thd 

c c p i t n l i s t s '  qo in t  of v:za :XI? i;zs 'oacn, in fmt ,  expanding 

fas te r  in the recent periods.d So thc- monopoly boureeo is ie l  

it more advantageous to leave the f o m o r  market aa a presem 

of the smaller capital ists  and s t r ive  to g e t  rnonopoZistic or 1 
i 

gopo l i s t i c  control over the latter ~!!srlcet. And price competq 
,.~ t 

is not  an important feature of t h i s  hFket. Product d i f f e r 4  

ti ons , high pressure adverki senent .and different s d . e s  gimmiq 

are the lcost important &tans t h a t  nrd mnployed t o  get  contmq 
I 

over this market. I '  
I 

 here is not much in f  ormati d ,n on the nature and extent. 
I 

of product differentistione prevd+nt in the 1ndf.m market. a 
the &rug indue try, 10 give 2ne oxamplo, thero' zre upto 1 5,000: 



.A&' products,, t h o u g l ~  the nunbcr of basic drugs  mr.j ~ 3 2 1  below 1000. 

,The przctica o f  onteriw i n b  fo re ign  co l l ,~bor~+ ' i , i on  t o  use t h e  

f n t e r n ~ t i o ~ l l y  repteti brcnd rimes on the  p o d u s t s  has bcex 2 

$omon phsnomanan in the Indi= i n d u s t r i e s ,  vrhlciz indicates the 

& : hp l i c i t  product di fferent5zt ions t h c t  these co l l , ?bo ra t i~ns  e n k i l ,  

Hi& pressure aCvortising is another well used methcd t o  

p&crease market sharo of the products of E! pc.rt iculnr fim. _as/ 

me monopoly houses, cornanding large resellrcas, czn  autbi-1 t h e i r  

m k l a  in influencing the consumert s t? r r to t {  and ;)ref orencee 

I[$hrowh large scale advarising in newspapels  cmd o the r  ns;s 1 : : d i a r  

b o r d i n g  t o  one ropc~rt, in t he  First 10 nonths of 1977, '7G0 of 

b. Bmdlsr cvnpnaies had given advert ism~nt  worth n t o t a l  of 

crores. The average ' eAyendi turs par firm comes out t o  ' b c 

-8a 84 thouamde per i k n .  An t h o  s m e  p a r i o d  180 b i 3 g e r  firms 

m~rred advertisement oxpndfture of b.8.2 cro~os in dl, the 

mago per f i r n  baing  h.4.6 l,?khs. a/ 

The second reason for the n b ~ e n c o  of 7rf ce wars in the 

nkket  is the highly concentrated ncture of tho market in 

=me that the most of thc targeted consumers are locztod in 

m: big oi ties whic3 are cgzin g%ographicdly quite distmt from 

~ b * t h o r . ~ '  In Such a a i t u n t i o n ,  it i s  g o s s i b l e  t o  cont ro l  the 

mirig oetxclrk more o s a i l y  by -khc nso of various restrictive 

a/ =&&ticas and subs tnn t in i  odvnnt ago can be derived the roof. 

these restrictive trzds przcttces me ( i) appointrnmt of 



s o l e  scllri ny -.ye?7ts, ( ii) ~ppo in tmen t  o f  c>::l-asive dealsm, 

( iii) resdc. price rndntcnace ( iv) f u l l  l i n e  forcing (v) g r a  

sys ten o P discount e tc ,  z' Through these  res  t r i c t i v o !  t r n d ~  pa 
cos,  the large bus iness  houses cnn e f fec t ive ly  c o n t r o l  thc WU 

sa le  pad re ta i l  outlcts for tha industri.31 p roduc t s  and bnx a 
'ndt so resourceful' amal lcr  houses from rczching every p:~rt-m 

t h e  mcsxlcet. This ' zb i l i t y  t o  cont ro l  the market tha t  the m a r  

houses possess gets reinforced b y  t he i r  a b i l i t y  to extend bm 

credit t o  t h e  t raders  and d a o  t h o  bulk coxsumera. 

The con t ro l  over the marketing network that the monopa 
enables 

housea exercisejthem e i t h e r  t o  enter i n t o  product liries wherd 

they w e  not nllowod t o  enter  because of tho  government' fiat! 

to espnnd' t h e i r  o p e r a t i o n s  i n t o  areas whore they are  nclt dill4 

t o  oxpand, . In such ases nonopoiy business housos get  the p a  

prodlxced by the smeller firns 2nd market t?zcse 7roducts t h r a  

t h e i r  own marketing network md w i t h  thei- own br,md r.amo, 8 

by, the nonopoly housos  c,m avoid  th3 necessary investment 4 
d i t u r c  @ skim o f f  the l i o n T $  share  3f t h e  - p r o f i t  from t h e  a 
of t h o s e  products .  1.3 give FA eexmplo,aii~drej and K i l l i c k a  

nadc c labarc~t  e produc t i o r ,  tlrrangenent with the .smallor produa 

f JP t 3e  manufncture g f  prcasurc cmkcrs m d  .)ther dgrlestfc a 
anccs  and mnrkcted then under t h e i r  rcspect ive brand names. 

m.1n3poly hmses  in such s i t u n t i a n s  f 3rc; the snall~r f i rn s  td  

ell t e5  i n t o  rrgraemcnts whereby smaller firns, "underi;nlce not fl 



hanufacture di rec t ly  or in3irectly f u r  sale e i ther  direct  or 

2Zl indirect through my third pnrty'', 

Another i m p o r t a n t  w z y  by which the m_onopol:- hout 2s c?n 

enhance their conpet i tivc3ness in the m?.~ket ?nd hzr~n tbe  i nterest 

o f  sn.2ller firms is to vertically int;egr.~tc t h e  nznuf=rcturing of 

two produe t lines which hcve f orw.zrd or Ezckwnrd l i n k  ages . V e r y  

often the monopoly houses or the m u l t i n n t i o n d s  are the most 

impor t  ant nanuf acturers of raw mi; ori ~ 1 s  for some p raducts whi ch 

are produced both fn the monopoly and non nolzopoly sector. The 

nono2oly housea by cdntroll.:,ng t h e  suplly ,:n2 increasing *he pricea 
I 

of rzw materials c a  effec%ively sqizecw out their smaller r ivrJs  

from the f i n a l  product market. F ~ d e x a t i o n  of a m a l l  a c d o  indus- 

tries' ossociztign in Indri h7.r-r: n2dc ;? -tar of allegations 

o g r d k t  b i g  houaos f o r  3dogting this m.. thod .%/According t o  one 

anquiry unded~kon 3y the Monopoly 3rd Restfictive Trade Practices 

(MRTP) Commission, na t iona l  Orgwic Chomic ?;la m d  Hard illa Chemicals 

I t d .  belonging t o  one monopoly houso ware ",?cting in cozlcert m d  

caused abnormal increasoe in the prices of acetone which (were) 

unrelated to the c o a t  I P  production oE cc?cetonen .='At the sma time 

Hntional Organic wns supplying acetonc! rlt 2 through nwny pricesi 

t o  Herdi l ln  Chemicals, ,m associated fim for production of other 

cheniccle md pes t i c i d e a ,  58/ 

C,-xtels and trusts m e  the orgmisnt ional  mems to nohieve 

~ n d  ~at,airi monopol is t ic  coc trol over - the market and monopoly rents 



are secured through regulnting tho supply of products t o  a 
marlre taa' Very f e w  o artela and trusts hnva bein formed i n l  

on n formal b,wis but. there are n s s o c i ~ t i o n s  of fir& in f'd 

indus  tri a1 products .- Go/ Tho associat ions l i k e  I n d i a  Jute a 
Association ( I J ~ I A )  and Indim Sugar B i l l  Associntion, oft- 

l i k e  cartels nnd draw up production schedule according t o  el 

member's market share. One agreement, t o  give an example, 4 
I JMA members a tipulates c reduction of t he  production of jq 

6I/ goods by 16% of the ins ta l l ed  capacity, 

There has been also ngreenents. between * e  large pra 

cera to con t ro l  the supply of the products, t o  rnnintnin the 

p ~ 5 c e  love1 and to share the market among themselves. For a 
the t y r a  manufetcturqrs have entered i n t o  ,an agreement mongl 

~ e l - r e s  t o  maintain  ut n rcn*lonable level  {sic:) the 'pr ices  

and p r o f i t s  derived from the  production, nupply or d i s t d b u w  

of goads or from the porfomnnce of any seroicett.w The a 4  

ment 3rovideG for "joint  a t i o n  whenever m3y of (them was) 

31 threatened". 

C ontradictiona due t o  the control over credit market by the 
monopoLg Houses 

Credit is one of the nost important instrument f o r  c a a  

list accumulction. Acceas to a w e l l  developed credit market '  



rtnrger than h i s  own c a p i t d .  'In casc! of a running entoqr ine ,  

The ~3110rt: term c r e d i t  a l w l y s  hnpr,ons t? 5a LEI i n p o r t a t  ,rat 

W e  hnve a l r eady  eecn thz t  one o f  t h a  important fea  t w e  0 

tho I n d i m  monopoly houses io t h e i r  control .  over t h e  orgmiscd 

.banking c apitnl. This c lose  r e l a t i o n  between the I n d i m  monopo 

houses md the o r g a n i s e d  'onnking scctox has enabled the nonopol 

houses t o  enbark on large scz le  investment progrcomea, md t i d e  

over t h e i r  vorking c n p i t n l  problcms.2/ 3ul the non monopoly 

c a p i t a l i s t s  uho do not, have such omy occess t o  the  orgmised 

bmkinl: p ? p i f ; a l ,  h*yse to s u f f e r  fron the pauc i ty  o f  Alnda. in 

tir 9 o f  c r i s i s  and t o  dey2nd l a r g e l y  eitho'l: on i n t e r n l l l g  genera- 

taC  f u n d s  or on t h o  unorgmised c rer l i t  marl;et where t h e  i n t e r e s t  

331 rn toa  m c  m c 3  liigher, 

RBI dcta on finances o f  sledium and 1 mgo p u b l i c  L t i .  companies. 

give t h e  debt  equi ty  r a t i o  according to the size of  n e t  @sets. 
there 

It cnn bc c lea r ly  seerd thn t  larger  c o c p m i o s  heve 

a higher d e b t  equity r r d i o  than  t h o  s n n l l c r  ones, i nd i ca t ing  

tha t  the importance o f  ~ u t s i d e  f i n m c e  in the bigger compmiea. 

A study of the  balance ~heets o f  t h e  101 i n d u s t r i a l  &ants in 

I n d i a  showed t h a t ,  as against  t h e i r  p a i d  up c n p i t n l  of Rs.443.34 

crores in 1965-66, these companies had b ~ r r o w s d  Rs.281.68 croros 



frbP the bank and a further a m  of Rs.233*55 crores from 4 
66/ f inancf a1 ins  tit utions , 

1 In othor words, the borrowed ca2it-rrl is as much id 

ni t  for acc~nulntj.on as the i n t e r n a l l y  accumulated capitgli 

f o r  these d b n t a .  A RBI aurvey jn the sourcel9 of finonce 1 
small scale industries has concluded that Itown capitalU ( d a  

fined as awnera equity plus funds from diroctora and ai led 

pnrtnera) is by far the most important source of funds for{ 

w such small compa;lies, 

According t o  S.L. Shetty, the large zmd medium corn- 

cornered 54.7% of ths t o t t i l  comorcf aL bp& credft e x t e n d e m  

El v i a  l$6?, w h i &  the amall scal3 sector got a tr i f le  6.4%. 

the FIB1 ample of large and medium public limited c o m p d e s ~  

also, we obseme that  the companies w i t h  cssets not lesn ta 
6!s.one crore cornered 98.4, 95.2 nnd 96.3 ?ercontnges of tofa 

bank c r e d i t  advanced t o  a l l  the c o m p 4 e s  included in the sa 
in the years 1966-67, 1967-68 and 1968-69 respotivelywW 

praetica of advancing credit by the bcnks only zgaillst some 1 
assets  riutomaticnlly ansuroa that the existing larger fim 

get a higher share in the t o t a l  credit advanced. This i n b a  

discrimination against the smaller firm in the cred i t  polid 

followed by the b&e, continued even after nationdieation a 
banks, reinforces the existf ng concentration of corpornte 4 



jetate P O ~ F C % ~  ,z+- ?P_UTCB o f cont rad ic t ion  

The las t  and the most i npo r t an t  sourse of contrcdic. t ions 

b t w e e n  t he  t w o  socticrm of t h e  bourgooicie is the a t a t e  : loliciee 

which affec t  the two sec t i ons  of tile bourgeoisie d i f f e r e n ~ l y .  

In the p o s t  independent I n d i a ,  role of ?.he S i; at e in shap ing  the 

di rec t ion  of t h o  ecoxomic developnsn t has increased enonrously. 

The i n d u s t r i a l  and o the r  economic p o l i c i e s  f o l l o w e d  by the S t c t e  

.have empowered the  s t a t e  organa with enough ciiscretionmf power 

t o  discriminate one s ect;ion of the 5eErgeoj.3ie against mother,  

If +he s t a t e  is assumed t o  be 2 non-ncutml nnd biased :in favour 

O f  Some S o c i a l  groups  ci~i;. classes, t h a  iht:se p o l i c i e ~ l  could be 

-Been to have beec adopted  in f avou r  OT' -the dominant  fn{;t ion of 

, the  bourgeoisie. It rer;,nl.as t o  be analysad whether suzh had been 

r e d l y  the  c a s e ,  

The a t a t e  p o l i c i e s  can  n5fec.t tb, Il,~,:cats of the bour- 

geoisie at different steps of their ope~-sk!r>n. F i r ~ t l y ,  the 

s t a t e  reslates tho proc  css of on t: :.- tho corporzit  e i n d u s t r i a l  

',sec.tor. Secondly, the s t n t t .  policies vffect the aupply  and prices 

of various f a c t o r s  of p r o d v c t i o a ,  Ihird1;- ,  the s t  ct te i t se l f  is 

a major consumer or" indust,?ial, prodv.cts mid cnn affect the  s t r u -  

cture of product  market. ?:e a ~ a l y s e  fh;..qe s t a t e  p o l i c i e s  in that 

order below, 



S t a t e  pol ic~~s-as  barriers to entry: 

The pr inc ipa l  i n s t rmen t  that  the s t a t e  has devised a 

g u l a t e  the entry into t h e  corpora te  s e c t o r  ('above a certainH 

of operation) is the licensing policy.uThe scqFe for t h e  a 
ing  policy has been extremely w i d e  and th i s  pa l i cy  can be #a 
1y used to bar any c a p i t d j  st f r o m  entering i n t o  any partha 

area, The o p e r a E o n  of the - licensing p o l i c y  can, thereforeg 

become s majar source of contradict ion between the monopolya  

non monopoly bourgeoisie, 

The licensing polic:? Snquiry  C o v m i t t e ~ .  (LPIC) was c o r n  

tuted to s p e c i f i c a l l y  go i n t o  such allega$ions. LPIC r e p o d  

a de t L i z 2  z L-Jy o' ill: Ilc z n s i - g  practice in India upto ~ u d  

196E The metho4olopg t h e  adonted to examicc the ques;ion;m 

whether large Susiners  houses have bee? unduly favowed by a 
licensing au2;lority is, however, not e n t i r e l y  sa t i s f ac to ry .  

ca lcula ted  f i r s t  the  share bf the large  houses in the t o t a l  1 
up c a ~ i t a l  of the corpora te  s e c t o r  in 1958-59 ( as a proxy fa 

,year 1956 when the l i cens ing  s tar ted)  . Then me C o m m i t  t e e  4 
t he  share of the Zargs Houses in t h e  total number of Licensa 

i s s u d ,  in the amount of proposed investment and in the a m o a  

import of capital goods approved. According t o  the Cornmitt4 
2 calculat ions Y t h e  other companies category ( Companies w h i g  

outside the large i n d u s t r i a l  sector  cetegory) has 45.36 of ty 
t o t a l  paid up c a p i t a l  in the pr iva te  caxpora:e s e c t o r  in 19H 



.mile- for the p e d o d  *mder the r e ~ e w  of E?:e L'cmnittse, those 

companies obtairad 58.81, of the l icense3 (amber) iseued. The 

8hrc of these compmies in the total ntun3er of npplf cations 

wjec tod  w a s  65.8$, in fhe t o t a l  mount of proposed i n ~ e s b e n t  

of machiaery 95.e ,ad' in the t o t a l  cmoxfit of ilnpurf of cwitsl  
I 

goods approved 32.4%. The shwe of 73 laxgo Suainess houses in . . 
the paid up capital  f o r  1948-59 was 45,0$, while %heir share in 

the number of licenses issued, rejected and in the proposed value 

of investment of machinery was 32.296, 30,6$ and 55.58 respectfvely. 

So by the criterion of the nunber of licenses issued it cannot be 

a d d  that  the large buainer;: houses wars undnly f avowed, But 

obviously the number of licenses is a -cry bad indicator of any 

favour that might have been shown to my group of baainesa houses 

a d  d 1 C  also a&r,~wlr Jgc?. it, 9af; il= terms of the share in the 

propmed investment on plant  and m a c h i : .  jr ies and in the mount of 

import of cagital goods ap?roved, large business house were dafi- 

nitely accorded f avow, If we look 2% the f i a ' r o s  xe'ating t o  

individual  business houses, Birlas were tho  noat favbursd one 

acoording t o  the above two indicatbrs .    hey d o n e  ccmsred over 

one seventh of the t o t a l ,  equipnent i a p o r t s  although they had h n l y  

one twentieth of the pnid up c a p i t a l  in the y e a  1958-59. Other 
~ O W ~ B  
rhzch received undue shares in the total ,import of cap i t  a1 goods 

approved were XI, KiLach and and 3 arabhai . Analyaing all these 

data, LFIC come t o  the following concluhion - IrOur etudiea show 

that  licensing in the earlier yesre wcd gui4ed far more by techni- 

akl than by economic leave dose p o c i a l  c o ~ i d e r a t i o n e .  It may, 

I 



t h e r e f c r e .  n o t  be ccnnidsrcd ::urprisisg thnt rlllring a large a 
o f  t h e  ~ e r i o d  c f  OUT cr,qui2y 1 1956-66) , not  ~ n l y  was no at trlq 

made to use i i c e n s l  ng $LO r r ~ t r , ~ n s  ( i t ~ l i c z   add^?.) t l l ~  f u r t h e r a  

of Larger I ndust r i  9 Houses , hut t h e  p rocess  ec t u a l l y  wo~kc l 'a  

t he i r  favour, The l?'.censl?g sys-iem xorl;ec! in 3 ~ ~ 1 1  a way S a 
provide a d i u p ~ o p o r i : i c ? . l ~ t o  rhcsc in the  newly lic ensod C . E L ? , I C ~  

t o  a f e w  concerns be long ing  to t h e  Large I n d u s t r i a l  Sec tor ,  a 
maxinum bene f i t  af 2x1 t h i ~  w e ~ t  to a f e w  L=gcr Houszs". ?1/1 

LPIC used two inr'iccslo::a to exanine w!zc5kie~ any uncruej 

favour w a s  accordzd to ar ,  pa . r t iculcr  g roup  of bus insss  h n a Q  

F i r s t l y ,  the  sl aid of r, G i ~ , : n  S ~ s l n e s s  housc' in the t o t  2 ama 
of proposed i n ~ r c s t ~ r n t  [ i , ~ .  t nves tmen i  p ? : o 9 c ~ ~ 2 ~  t h a t  cme a 
licorsiw authori . ty,  ForlJ 4 , lps:-ud , r i i h  TF . a h 1 r ~  OE t i 1 2 3  '>ma 

house  in t4:e tuba'. D ~ L i c c  h& C P ~ L ~ G L  :11 t.-i, _~~l l rc l l ; a  carpo:?nte 4 

in a givon i n i t i a l  yep-: ; i9j9) .  Tf t h o  - .  I-r.n: 74??f3 ~ 8 3  h i 4  

thm the l v . t ~ r  on?? i ; vnr c m c j  -rdc rl t h a t  t h c  i i c e n a i n p  pracq 

has  favoured th7-L prts*;i , ~ l . ~ - -  ~ i 1 ~ i n l ~ 3 - j  !1uu72, I? ihc C ~ T P  o f 3  
second i n d i c a t ~ ~ ,  t h o  s k ~ r r  ~f a p~-: icula l -  31lnb.neaz b o w e  id  

t o t 2 1  mou.nt of agp;-cvcJ ia?c,::'~ uf t:a:~!--k~.I. good3 was *:cmpard 

the share of t h n t  houre in .E;F_r: :3t;ai patd up czpi-La1 ~f t h e  

sector in 1S59. If thc f o m c r  sherc turned o l d  t o  bc highcra 

l a te r ,  we could sag thak ;rle narkicular km inws how:: e had 

ceived undue P n v o ~ l r  iron tllc licensing eutlio!:jty, 

T"I-Le above t r r o  i n d i c a t o r  at b ~ s t  may iadicate whetb-er tg 



p g c  bwiness  houses (LSH's) have rcceivcd c sha re  in the t o t a l  

mdensed lnves tment d i s p r o p a r t i o n a t e  t o  t h e i r  i n i t i a l  paaition 

#the pr iva te  c o r p o r a t e  sector. 

In o the r  words,  what can be r e a l l y  concluded f r o m  s tudying 

operat ion of the l i c e n s i n g  p o l i c y  by LPIC' methodology f s 

mat the l i c ens ing  prac$ice baa not at l ea s t  prevented the LBH' s 

mm growing. This i tseXf ib d e f i n i  telgr a significant observation 

& # f a  as it s i g n i f i e a  that  the licensing a u t h o r i t y  h m  n o t  

leaat shown any favour disproportionate t o  t he i r  relative 

psit i  an in the pr ivate  c o r p o r a t e  s e c t o r .  But we cre intereeied 

@ f ind ing  out  whether the l i cens ing  practice has acted aa zt 

wit!$ to e n t r y  f o r  the companies o u t s i d e  t h e  large bwffioaa 

mto+. i n t o  t h e i r  chosen i n d u s t r i a l  sec tors .  To examine ouch a 

b o t h e e i s  what we require is 'a systmatic- study of rejectfon of 

Rwnaes. 

In terms o f  number of r e j ec t ions  done the LBHB had more 

wan t h e i r  shara in the t o t a l  number of r e j e c t i o n s  in the priwa$e 

p p o r a t e  s e c t o r  than.  which would be comensurate w i t h  their 

me in the t o t  a1 pa id  up c a p i t a l  of the  private ecrrporatb sector. 

m e  LBEs had n p p l i e d  for- 3667 app l i ca t ions  out  of whioh 34.9% 

mare reject&. The o t h e r  compmies '  category had a p p l i e d  f o r  
I 

BIB licenses out of ' w h i c h  W,6$ were r e j a o t a d . w ~ o  the appli- 

ktiam of -the non monopoly house& w e r e  probably l i t t l e  more often 

mjected than the  a p p l i c a t i o n s  of t h e  monopoly houaas. But 



noth ing  more d e f i n i t i v e  c m  be asserted about t h i s  from t h e  

available dnta, The rejection figures for t h e  LBEs is most 

l ike ly  an overestimata since LBHs, according to the L P I C  rspa 

have the hzbit  of making sinultaneous a~p1ic: : t ions  for n sins 

item. Pur themore  soma of the  com?nnies belonging to the ' s f l  

companiest category are r e d l y  dummy comp~nies and they aye 

, acquired by the LBHa after they have o b t a i n e d  a licence f3r 

i t e m s  of which the LBHs would not  g e t  any l icence due to deem 

of f i c i n l  p o l i c i e s .  221 

Licenses have been rejected on m a n y  grounds, Some ofm 

are purely technic a1 like f nu1 ty appl ica t ion ,  inadequnt 9 hesm 

non compliance with different  o f f i c i a l  rules and procedures 81 

Sone nre p r e l y  of entry prevention rizture l i k e  ' item 03 b d  

list' etc, Licenses were rejected on such grounds, presumabm 

to ?revent the creat ion  of my excess capzcitg and wmtage 64 

a o c i a l  resources. It is n o t  for us to judgo the soc i a l  welfa 

consequences of such C C O ~ O ~ ~ C  701icie3 $ract ice& by t h e  govern 

What interests  us is the  fact that such reasons were at all a 
ed t o  the smaller business houszs f o r  n o t  allowing tqcm entrja 

t h e i r  chosen f ields.  The f o l l o w i n g  table  gives  the p e r c e n t 4  

of ro jections in three important reasom cntegories f o r  L E R S ~  

z/ o t h e r  companies' category. 



Table 4 

Bie t r i5u t iox~  of rejected e p p l i c a t i o n  ty catemry cf rer.sonE 
f o r  rejections ,md a l s o  by category of houses 

y - - - - r r - - . - - - - - 3 - 3 - - - - - 3 - - - - - - , . . - ' " " - " - - - . r - .  

Rensons f a r  Large Busi- 0 thor 
re joction ness Rouses conp m i e a  

pr------------------------------------------------------------ 

4. Iter. of banned list 6.5 4 1 

2. No further s c o p e  42.9 46.1 

'3. No scope in the region 

9. Sub-total of  a3ovs ( 162+3) 5 5 2 58.0 
------------------- 

T o t a l  no. o f  rejections 1 349 2688 
prr-u---------.--------------------.--I-...I--I---'------- 

source: Licorlsinz pr? l ic  y Rnqttiry Cormit t e e  Report. Appendix - 111 

#&counted for 55.2% of a l l  mesons foz .rejections dffered t o  

ma, the conparaklo f igurs f o r  t h e  ' other companies ~ c a t e g o x y  

w i n g  58.05. So in parcentage tom t h e r e  is 2s substmtial  

Ef ferem~ in the incidehce 09 these three reason categories in 

RRie total, number of rea*ons far rojectfon, for the LBgs d ' other 

mpmieat group. But the interesting p o i n t  l a  that such ar largo 

mber of applic ations by the other companies "were reject od 

th i s  ground alone. The p i n c i p a l  victim of such 3 policy 

0 b P r o ~ l y  been the potential entrants into th is  o l f g o p o l i s t i c  



Another way the monopoly houses c a n  prevent the n o n l  

po ly  onea from entering i n t o  a chosen f i e l d  of a c t i v i t y  izr 

pr-mpting the ~aprrcity t o  5c 1iccnscd.i.e. comaring thi3 4 

of the capacity to be l i censed  in the monopoly sector  and ta 
leaving licenses unimplemented so $hat potent ia l  entrants 4 

kept ou*. 

There is, however, no firm estimate of the degree o f 1  

e m p t i o n  resorted t o  by the monopoly business homes, Sincsa 

indm try-wise d e t a i l e d  figures of t he  capacity licensed f o i l  

i n d u s t r i a l  houaa and also no eatimate for the extent of id 

tation of these licensed caQaci ties are available, it is no1 

possible to estimate d i r e c t l y  the degree of pre-emption prem 

arnovr: the monopoly houses. However, some authors have triq 
estimate t h e  incidence of pre-empticrn of licenses among m o q  
homes by some i n d i r e c t  emthodsmZ/ In one such methodpWa 

propdaed inves tmmt of imported machinery contained i n  the a 
ginaliproposala approved by the l i cens ing  a u t h o r i t y  for  thal 
group lm been compared w i t h  actual amount of c a p i t a l  goods \ 

\ 

imports app l i ed  f o r  and a lso  with' the d o u n t  f i n a l l y  a p p r o 4  

The idea is that  a business house app l i ed  f o r  import licensa 

i m p o k t i n g  c a p i t a l  goods when i t  has finally decided t o  i m p l a  

a p a i t i c u l d ,  investment proposal l i censed  f o r  it. So the sQ 

of investment far imported *capital goods which was i n c l u d e d l  
I 

t h e  or ig inal  kroposal but w a s  not later  a p p l i e d  f o r  represea 
C 



.mdm-k of investment unimplemented by the particular investor, 

with the help of t h i s  measure of degrso of pre-emption, it has 

Been concluded that,  ''pre-emption of liceme& investllleat by 

I n d i a  monopoly is roug5tly about double i.s. 1 0 0  per cefit more 

Apart from preempting the investment program of the 

:emaller homes through non iqlementation of licenses, tho L3Ha 

bay re& t o  capacity e&ansion without a licence and thus acquire 

a bigger ahare of the market through back door. Most often this 

!unauthorised expan8 ion of capacity are made Zegel through ax-po~ t 

k#'eanctionizlg of the. expanded capacity, T*PSC report cities the 

're8ul-b~ of an of f i c i a l  survey for the period 1965-67 whioh detaated 

'at least 45 cases where actual fproduction Ras been rrubstantieclly 

in exom. of the licensed capacit j' The survey covered some 

50 ~ r o d w t a .  or product groups produced in 45 undertdcings and 

koukd f i M  only  2 instances where actual  production. w a s  belm the 

@epaci*, au-thoriared. And in the case of 13 products, the actual. 

groducwon exceeded the ctuthorined capacity by as muoh as 200% 

%~f the mtheriaed oapaci ty. Of tho 45' undertakings covered, aa 

BW a8 33 belonged t o  the Large Industrial Sector, including a 

pm k r m ~ o n d o ,  Most in teres t ing ly ,  in 10 instances where 

b excess output was in the order of 1- or more of tbe authorised 

pspaciw, the items were actually on the b-ed list* .& LPIC 

Beport alao cites,  12 instances where the udmplemented part of 

Bf the Lfcemed capacity w a s  more than 4.@ while there w a s  aimul- 



Saneous re jec t ion  of new applicatiom on grounds of "banned a 
and no scope", And the major part ,  of ten lo@, of this u n a  

mentod capacity was licensed f o r  the large houses Some 04 

these items like aoapa and bicyc les  were actually reserved fd 

the s m d l  scale sector but the declared o f f i c i a l  pol icy  war a 
ed t o  serve the interest of large industrial  houses and t r a  

t i o n d  companies. In many c a e s ,  the LB3s got  licences in ti(l 

product l ines  which were t o  be kserved for the publ ic  aectol( 

s9 according to t he  I n d u s t r i a l  Pol i cy  Resolut ion of 1956. 

Apart from a l l  .these, LPIC report cites some concrete= 

where licensing au thor f  ty  has used i ts discretionary power tl 
h e l p  an individual  monopoly house, To take one extremely in= 

ing cnso,9'DDT was on tho  : bnmed' l i s tq  at the beginning of w 
sxccpt f o r  subBIantia1 expansion of t hc existing undsrt a k i n 4  

The only existin'g undertaking at that time w a s  a public sectd  

unit. In April  1966, .a MP wrote a let ter  to .  the Minister of' 

petroleum and chemical enquiring about the licensing policy fL 
_ .  - 

DDT. In September 1966, the item was p u t  on merit  l i a  t m d  

t h e  following month a Birla concern a p p l i e d  for a ltcense t o  

manufacture 3000 tonnes of DDT per year. In Jmuarg 1967, a 

i n t  ereminis terjal nee t ing considered n Birla applic ntion and 3 
March 1967 the Licensing oommittee issued a letter of intentf 

the Birla appl icat ion  w i t h '  a con- 

d i t i o n  that no foreign technical col labora t ion  would be e n t e a  



in April 1957, t h ~  c o m p w  wrote to the Ministry s c y i ~  that 

Bindust an Insecticides, the sols p u b l i c  sector unit nanufactur- 

ing the a m s  product ,  wae not i 'n e position t o  provide  the:^ with 

tho tocknioal kuaw-how dtta to f t s  commitmaxlt t o  its foreign colla- 

borator, Tachnical 3nt  erpriaes of U.3.  A. The Govcrnme~t later. 

approved a collaboration agreement between the Bf rla concern and 

t h e  very ,stme foreign company. 

LPIC report alsa c i t e s  instances whero the licensing p o l i c y  

for n particular product waa repeatedly changedd without any 

=&on given, to s u i t  the needn of one or more monopoly houses 

and t rmanational  fim..w In a few cases, f he d e  fao to  o f f i c i a l  

policy ha= been .t? g r s ~ t  axelusive acnopolg t o  ono OP mare nonopoly 

how-s or traanationlel fi-18 so as t o  encourage them t o  enter 

Borne fechmlogicdly  intensive areas in a b i g  way.  Thus polyster 

vaa p r e e e m d  f o r  tho I C J ,  aluminium and earth moving equipment 
< .  861 for the Birlw and so on.- 

All. those facts suggest existence of a c lose  working rela- 

tion between the monopoly house6 traasnatioeds and tha Licen- 

k i n g  authority.  The abi l i ty  af an individual  monopdlg home to 

9nfluence the policies of the executive branch of the government 

in its favour has been clearly revealed i a  many cases c i t ed  abovo 

;and here lies an important d i s t i n c t i o n  between the monopoly and 

hon monopoly houaes . 



T h e  L:Es hcve better access t o  i n s i d e  information l e g d  

irig governmentf s intended p o l i c i e a  and c m  easily grab tho 1a 

share o f  .the capac i ty  t o  be l i censed ,  Moreover the elabosrtd 

procedural wrangles t a n r e  generdly  involved from t l ~ e  st:@ 

a p p l y i n g  f OT a l i c e n s e  t o  the sf age of ob t  d n i n g  an import g d  

license, necessiate a cans t f n t  touch with the admfnistrativo 

author i ty ,  Limon off ices  in Delhi  where decisions are take4 

are to bc maintained. Rela t i ons  with the power t o  be are t o  1 

cul t i v a t  at od, d l  these require a large amount of resourcea, 

Since the smdler housss cannot afford t o  set  a i d e  such lara 

amohnts of resources f o r  this kind  of purposes, they are dwd 

So, on the basis of -11 available information it can 4 

reasonably concluded t h ~ t  licenr~ing p o l i c y  as practiced hns al 

least not cur5ed the economic power of the nonopoig kou3es. 

Rather,  in a11 probabi l i ty ,  it has acted ea n barrier for ant4 

for many a sr4eller houses i n t ~  their  chosen fields. 

S t a t e  as a source of finance: 

The post independent rapid indus t f i n l i a a t i o n  programme 

launched by the Government of India opened up a wide investmd 

horizon for $he private corporate sector. To maintain and c d  

l ida te  t he i r  monopolistic control over the ,pljva?,e corporate 



Iector, the monopoly houses had t o  so i zc  upon t h e  moat o f  t h e  

Ereah invea tnent op2ortunities and undar tdce  a naasive i n v e ~  t- 

Wnt p~ogramtt. The i n t e r n a l  surp lus  genzeratcrl w i t h i n  tha firms 

bnder tho control of individual, houses w a s  not sufficient t o  fi- 

Wmco an invsstinent programme o f  stlch a large scale. 

The organised c a p i t a l  market was a lso  not s t rong  enough 

b finance t h i s  expansion of c o r p ~ r a t o  aswar. A t  this stage, 

bh ion  Government entesed the f i e l d  in n b i g  way to br idge  the  

88/ k s t i i u  t i o n d  gap in tho c n p i t  el market. I ndua tri a1 F i n m c e  

p~rpo:~at ion  g f  I n d i a  w q  esd-zbl ished i n  1948 f o r  granting l o a n s ,  

bdemriting'issues of s t o c k ,  shaTes, bonds snd debentures, 

Barentearug  loms, dezcrred payme2ts e tc ,  In 1955, the Indus- 

I 

R a t  up on tho recommendation of ths  IBRY CUD &xeric an '1 nvas tment 

h a s i o n  in 1954. ICICI s ,capi.i;al has been e n t i r e l y  subscribed 

$3 I n d i a n  and foroign private i n s t i t u t i o n  such as banks, insurance 

gonpanies, development finance i n s  t i t u t i o n a  m d  j o i n t  s tock  

W m p a i e s ,  and ind iv iduals ,  The houasa owned nearly 20 

Fer c o n t  of t h e  ICICI's paid  up c a p i t a l  as on 3 l s t  December 1956 

819.6 per c e n t  ELB on 31st Docember 1966, O f  the o r i g i n a l  paid 

Bp capi ta l  of Rs. 5 crores , k. 1.50 crorea or 30$ was subacebed 

14 foreign i n s t i t u t i o n  and ind iv idua1a .w Thus it w a s  pflmarily 

development finance ins ti t u t i o n  or ganis ed jointly by foreign 

&d f ndinn monopoly capi ta l ,  To t h i a  institution, Cove-cnt 



of I nd i a  sanctioned an i n t e r e s t  free loan of h.7.5 crorea a 
able in 15 equal instalments ,  commencing after the e x p i n  a 
yoeru. Government ancl I D B I  granted Purt'lcr l o a n s  t o  this  1 
i n s t i t u t i o n s .  

In 1964 I n d u s t r i a l  Devebpment Bazk  of India  w a s  s e m  

as a wholly owned subsidiary of Reserve D a n k  of I n d i a ,  wim 
main object '"to reorganise and i n t e g r a t e  the structure of'- 

trial financing in the country" .a' One of the .main p o l i c m  

c t i ve s  of I D B I  w m  t o  "concentra+e on larger pro jec t s  whim 
2 

a n o t  come t o  frui t ion without its assistance1l-/Apart f r m a  

are S tate Financial  C orporat iona and S t n t  e I n d u s t r i a l  D E T ~  

.- - m a t -  Corporation,  Government owned L i f e  l p s u s m c  e C o r p o r a a  

D n i t  T r u s t  of India  and S t c t e  Bank 3f India to meet the fiY 

needs of the  p r i v a t e  corpora te  ~eci;3r. The establishment (I 
* 

such i n s t i t u t i o p  by t h e  Governnent of I n d i a  t o  promote 

growth of the pr ivate  c o r p o r a t e  s e c t o r  c l ea r ly  indicaf  es 

degree of c o n t r o l  t h a t  the  Indi<m bourgeoisis commands o v m  

S t a t e .  - What naeds to be examined by us is whether the m o q  

houses have been the major beneficiaries of the S t a t e ' s  n a  

ence. If the answer to thia question turns out to be in -am 

native, then this  .aspect of s t e t e  ~ o l i c i e s  should be n maja 

source  of contradiction betwoen the mmopoly and non 

c a p i t a l .  

LPIC repor t  gives an account of the disbursement of- 



&the s t a t e  financed or s t c t e  c o n ~ r o l l e d  f inancial  i n s t i h t i o n a  

p'ms and other compmiea. 

It is clear  from the figures given in LPIC report that  

industrial aector and in p a r t i c u l ~ r  +he large buaineas 

me8 received the l ion '  a share of the f i n m d a l  aasiatmoes made 

m l a b l a  by the Government f inmcial im ti tu.t.iOns. Aocoding 

c report, t o t d  funds disbursed to the 20 larger bwineaa 

m b a 0  amounted t o  305 cmrss of rupeos, which lepresenfed 13.2%' 

m i r  total m s e t ~  in Deoember 2'366 @ 
An analyaia of r e j ec t ion  of appl icat ions  for assistance 

m e  three major financial institutions (LCLCI/IFCI/IDB~) ahoaref 

=moat of the rejected app l i ca t i ons  (75.2% of rejected appxib 

m ~ n )  were m a d e  by the 'other col;lpenies8. The following table 

m i f i e a  the re jscted agplicatione by the size of aasistazlces 

m d  for and gives the share of the 0th- compafiieff in t o t d  

of rejections in each size group, . 

Prom the tabla it can be seen that share' bf the  ' uther 
-at in the t o t a l  number of re j a d e d  dppl"ic&i'6kit3 decxemes 

Bise of the assistance a p p l i a d  f o r  incremes. 

In other words, even among the ' other c o m p d e s '  bigger 

-s with large investment .projects got bettTer a a s i s t ~ c e  

than the smaller ones. The t o t a l  number of rejected 



D i s t r i b u t i o n  of r e j ec t ed  a p p l i c a t i u n s  by size group oj 

i s a z l d  househouses 

Size group of No. of  reje-  No, of rejec- 
funas a p p l i e d  c t i ons  in the t i o n s  of appli- ( 3 )  

f o r  size group c ~ t i o n  made by of (4 
other  Coa. 

1 crore and above . $5 9 60,O 

. T o t d  :number- o f '  
a p p l l  c a t i o n  

Source: LFTC re?er t  Ap~enriirr IV 

appl ica t ions  f o r  a l l  the i n s t i t u t i o n s  w?.s  '977 during the stm 

period md the ehare of LPE s in them was only 10.3$, w h i l i q  

2 d  share of ' o t h e r  companiesf :its as high as 71.6%. 

So t he re  !,a every yesson t o  believe t h a t  t he  s t a t e  1 

entered the c a p i t a l  market mainly t o  holp the accumulation a 
cess of..,-the large business houses in g e n e r d  and m o n c p o l ~  h a  

in p d t i c u l a r .  The S t a t o  f inanc ia l  i n s  t i t u t i  onsf ( i n c l u d i n g l  

have been in many cases unable t o  p r o v i d e  any scanomic ;justia 

ca t ion  for not  advancing l o a n s  t o  the ' other companies' . In! 
cmea out of a t o t a l  rejection of 695 f o r  ' o t h e r  companies' 



F . s .  30.2,$> , no iocson wns given For the r e j i c t i o n ,  while in 

m y  8 cmes out of n tonl;zl of 93 ~ e j c c t i o n s  f o r  the L E a ,  no 

221 Rmon vns cited, 

The LBRa a l s o  c o r n z r d  most of the foreign currency loans 

manced to the private corporate soctor by the State  Financial  

b t i t u t i o m .  In par t icular ,  20 l a rger  houses accured over one 

Burt8 (27.5$) of the t o t d  foreign c-~rroncg LO& advanced by 

96/ b s e  institutions according to LPI'C report, 

ate Policies re~crd5n.q the a l l o c a t i o n  of verious factors of 
ction l i k e  imported cortial *yooda, i n d u s t r i a l  rzw matorials 

? * - ~ t r ? d i - + ? ? n s  g r i s i r lq  themof: (a) Impart of c a p i t a l  - -.*kt- - ..+- 

re ha;*~ rIr?zdy 3 e ~ i ~  thct ~ ~ ~ : , p o t  t c93teit of investment f o r  the 
\ 

(15ntlre corpornt;r; sector is on a very high side. Since inport 

pf my it cm :-oguixoa governmnt approvals government policies 

p e g d i n g  such imports have impor t  ant  consequences f o r  the in'pest- 

pent ?r')gzunmc of any business house. 3elay in or refusal  of 

mlocat ihg  foreign exchnnge for inportz.at raw m,aterir.ls, c a p i t d  

Roods or spare ,on,rts. for rnachineriea m ~ a y  seriously affect the 

P o ~ p e t i t f  v ~ n o s s  and p r o f i t a b i l i t y  of individual mxuf ac tur ing  

A c c ~ r d i n g  t o  LPIC repor t ,  L E a  s o c u ~ e d  60~4% of total 

Il$lsGunt ~f imports of c a p i t d  goods approved, while the 'other 

~ o n p ~ n i e ~ '  obtained only 32.4s. PI/ Howsmr, it cannot be s a i d  

Por the  available data tha t  the government more often re j ec tcd  



t h a  a p p l i c a t i o n  f o r  inpor t ;  o f  c a p i t  a1 , o o d ~  from the other'  

companiesf ,  In f z c f  t h e  amount approved as a percentage OM 

a p p l i e d  wna s l i g h t l y  h igher  f o r  the o the r  companies than fmd 

LBHs ' .- 98'Aenoo, as fnr as the a l l o c a t i o n  of i l n p o r t  license31 

concerned, no f c v o u r i t i s m  w a s  shown t o  the  LBHa. 

( b )  A l l o c a t i o n  of raw matar ia la :  .- 

The government polj.cics regarding the supply and fixfd 

of p r i ce s  of some i m p o r t a n t  i n d u s t r i a l  r a w  materials or i n t a  

m e d i a t e  products ( l i k e  s teel ,  c o a l  a f t e r  nntion~lisation o f q  

etc, j  for which the public s e c t o r  is the s o l e  or the l n r g e s a  

ducer may sone t i se s  turn o u t  t o  b e  no: .. advantageous for tha 

scelc s e c t o r  in gencrc! m d  ~ o n o p o l y  houses in particular. 

. . is , n o t  much aj.stc:w. ,-LC - -,l.L;A dc: uw J - 5  ibis aspect '  of a t a t e  

Conplaints have been voiced by many mill1 and medium scale 

t r ie i s t s  agnins t the  government p 3 L i  c i c s  about  these a s p a c l  

Ear oxample, the BengaL Natio>al. Chmbcr o f  Commerce c o m p l a  

a g a i n s t  the stee2- a l l o c n t i o n  p o l i c y  05 t he  government, w h i a  

gave s p e c i a l  advantages t o  the  bulk consumers.- "' Thr RZmB a 
n i s  ation, m organisa t ion  mainly o r  rcz:onal medium capit cm 

has  repeatedly protested a g n i n s t  -tihe Centml Governn1:nt po l l a  

regnrding f r e i g h t  equali~nt ion f o r  coal  .m/~h i l e  the c o s t  1 

carrying coa l  from t h e  Eastern I n d i a  t o  t h e  r e s t  of I n d i a  lid 

been subaidised no such s u b s i d y  has been offered f OF the raq 
t 

materials imported to the Eas te rn  I n d i a  fron the rest of ~ n d $  



The Calcutta bmed Bharat Chamber of Commerce a l s o  "invi ted  

,attention t o  the g la r ing  d i s p a r i t y  in the a l l o c a t i o n  of the bas ic  

,'material between the  DSTD ( i,e. large) end small scale units" in 

'''/3uch al legat ions  i n d i c  ate the aluminium conauctor i ndus t ry  .- 
I 

the possible existence o f  a discriminatory pol icy  of the zovern- 

'meat of India, in th i s  regard. 

[c) The purchasing policy of *the i t z t e  and contradiction arising 
thereof: 

The S t a t e  is the biggest  s ingle  buyer of goods and serr ices  

pn I raa  and the  demand f o r  i n d u s t r i z l  goods f rom the p u b l i c  sector 

a major source of demand. f o r  the 2 r i v a t e  corporate sector ,  

&&3?~1?3r-: i -A?tri~:r? l5Jrr  _nu515c u t i l i t i e s ,  railways and defence 

PHc' me the biggest huge- f o r  so,?his t i c&  ~d i n d u s t r i a l  products, 

mks s lec t r ic  trmsmis sion equiynents, large tyans f onnera,  pvc 

m b l e i ~ ,  e l e c t r ~ x L c  ins t ruments  e tc ,  are in the p u b l i c  sector. 

the  g o v e m e n t  by suitably a l t e r i n g  the purchase l ~ a l i  c y  of  

can effect t he  growth or dec l ine  2f a l a r g e  number of mmur"a- 

puring ffma. There is nb hard f a c t  to examine t he  d i r e c t  and 

@direct bene f i c i a r i e s  02 the governm nt purchases. But Nono- 

F y  Inquiry Commission in i t s  report has commented in a way t o  

mest t h a t  l a rge ly  the monopoly houses have bermeff t a d  from the 

1 o g  F e r m e n t  purchases .- The very  fact t h a t  the' monopoly c a p i t a l  

~, 'groMlvery  fas t  in the p o s t  i n d e ~ e n d e n t  I n d i a ,  especia l ly  in 

technologically intensive i n d u s t r i e s  suggests t h a t ,  at 



least in th i s  respect the government p o l i c i e s  haw not s t 0 4  

o b a t d e s  t o  t h e i r  growth. 

( d) Other Sta te  policies: 

There are o the r  s t a t e  pol ic ies  which have i m p o r t a t  a 
quence f o r  the growth of the private corporate  sector and ia 
variom constituents. An i m p o r t a n t  01% among then is the a 
rate t m t i c n  policy of the government. The corporate t a a q  

po l i cy  is m d f e s  t l y  regressive s ince  ,after n cer ta in  l s v e l ~  

corporate income its rate s e a  not  increase xith the size oQ( 
, - - 

p o r a t e  income, V , D J l d l ,  on- the bask mf - data oP -0 

pazllcs belonging t~ tkc! lfi-..ycr ho-ices, .~,?de a study of t h e  a 
dencc of taxat ion on p r o f i t s  and not r . t h  of these compmlefl 

Hs concluded,  "The t o p  seven (houses) as a whole have a low4 

of fec t ive .  tax and higher pro f i t  abili ty,  before and after t q  

thm the other 1 n d i  an controlled pnupa. The l ~ g e  Y ~ l u m e  dl 

investment  in f i x e d  assets by the t o p  seven as a whole enabq 

them to benefit t o  a greater extent f r o m  tax concess~~ons  mdq 

kept their effective tax rota lovnmWIt m a y  be, however, pl 

that  the  large housea could secure grea tor  tax benefits b e c d  

of t h e i r  better  tax management po?iciea.  The R 3 I  study on tll 

large and medium publ ic  L t d ,  companies a l s o  shows t ha t  effeca 

rate of taxat ion,  measurcd i n  terms of t a x  as a percentage 4 



pzetax p r o f i t ,  ia l o w e s t  for the conparniee ir, the highes t  s iae-  

p u p  by ~ s s e t s  . B/ 

Another way the  monopoly OF o t h e r  large business houses 

pay g S n  i s  by keeping :! lark;@ amount of payable i n s  in srrears, 

$he a b i l i t y  t o  engag8 in expensive legal bat  t l e a ,  t h e i r  politi- 

Ba.l c o n n e c t i o ~ s  have enabled then t o  invoke l i t t l e  pena l t i e s  f o r  

Buch tax evaaion. According t o  one report, seven b ig  houses d i d  

Lht disclose income of Rs.58 crores in 1976-77. Birlas alone accoun- 

Bad f o r  Rs.28 crorea o u t  of the sum 2nd had t o  pay a penalty of 

p i t t l e  as h.15.42 l a a s ,  less than  even I$ of the amount evaded, w 
On the basis of our above =alyuris it c a n  be reasonably con- 

Bluded that the contradict ions between the monopoly and ron mono- 

pbly ccr2it n l  in 1 ndin 5ave bcen L a t h  reTlec ted in and reinfar ced 

br the a t a t e  po l i c i e s*  In fac t ,  thc m o s t  i m p o r t a n t  aource of 

pwer of '  the  monopoly houses have been their  c o n t r o l  oPer the 

Ftate, 

Sect ion  111 

:adict ions between the m e t r a p o l i t a n  b o u r ~ e o i s i e  and the t w o  
s e c t i o n a  of the Indian  bourgeois ie  

W e  have 30 far disculssed the  characterist ic featurea of 

,ao groups o f  the India l ,  bourgeoisie and also the contmadi- 



c t i o n  existing hetr raen t he se  two groups t h a t  $33.' j u s t i f y  S U C ~  

a t r a t i f i c a t i o n .  A third group o f  bouxgeolsie a l s o  operates a 
I n d i a ,  which is t h e  m e t r o p o l i t  on boa rgeo i s i e  represented by 

f are ign  c a p i t a l  i n  India.1°6'~o may observe t h a t  f o r e i g n  c q Q  

c o n s t i t u t e e  a' very i m p o r t  ant segment of the Indian corpora te  

a e c t o  @ ~ d  according t o  some p o l i t i c a l  analysis t h e  d e t e a  

onsPE/~ince the Indian c a p i t a l i s t  system cannot bo f r u i t f u l  

analysed i n  i s o l a t i o n  from the i n t  exnat ional  capitalist spta 

the c o n t r a d i c t i o n s  e x i s t i n g  between the three groupa of bourg% 

s h o u l d  be taken t o  c o n s t i t u t e  n system, where each element a 
n i c d l y  r e l a t ed  with o ther .  3 0  when we i n t r oddce  f o r e i g n  c a a  

in our  d i s c u s s i o n  o f  tht; Indian bourgeo?-sie,  we cannot p o d s i u  

d i scuss  foreign, c a p i t  all s r e l a t i o n  wi t h  the Indian bourgeois4 

a ;rhoic Sut only with thr: tw: s s p a r t ~ t o  groups of the Indian I&1 

geo i s i e  that  we kavc i d e n - b i f i e d .  

We are ,  however, considering the foreign c a p i t a l  a 1  

and i g n o r i n g  any d i v i s i o n  that may e x i s t  w i t h i n  the  rnetropolf l  

baurzeoisie.u/In our upinion t h i s  is not  a serious l i rni ta ta  

our s t u d y  since w e  are i n t e r e s t e d  i n  understanding the qualdlia 

nature of the centradictions that may ex i s t  between any sectf l  

the metropol i ton  b o u r g e o i s i e  and the two groupa of the I n d i d  

bourgeois ie .  

Before we discuee these con t r ad i c t i ons ,  it w i l l  be w o M  

wh i l e  t o  point out one important  feature of the formation pm 



m e  f ndinzl bourgeoisie, which is its r s l n t i o n  w i t h  the foreign 

mtal in it& eerly yearn. 

win1 r e l ~ t i o n  of the Indian bourg.eoisie w i t h  the foroim capital 

There is a strong opinion among a s e c t i o n  of the economic 

mriane that the Indian bourgeoisie of the present cra and 

the monopoly houses arose only or princ ipal ly  from the com- 

~ O T '  sections of the  mercantile bourgeoisie of the early Bri t ish  

d a .  For example, Levokovsky has wri t ten  "Indian capital w e s  

m i r a t  partly an agent of Br i t i sh  merchant cap i ta l ,  l a t e r  to 

m e r t s n 2  Of Bzitish Industrial capitcll and f ina l ly  of Brit ish 

110 =cia1 capital" .----/ Thc error in such arguments stems from wrong 

m ~ t a n d i n g  about the nature  o l  colnprader bourgeoisie 08 such, 

t o  levokovaky "the compraddr u o u r g e o i s i e  is concerned 

W i t h  trade o p e r n t i o n s  connected w i t h  the export of indi- 

raw matorials and the impor-1; of mmufactured goods from im- 

111/ countriaa as- w e l l  ns credit and money lending dealingsn . 
=ex words, compradorst are equated w i t h  the expart-import 

1 1 2/ sod financiers of a c o l o n i a l  country.- 

The term 'comprador9, however, o r i g i n a l l y  meant a apecif ic  

mf s o c i a l  and economic r e l a t ionsh ip  exist ing between a sec t ion  

Chinese merchants and fore ign  agency houaes. "The comprador 

m a n )  was the Chinede manager of a foreign f i r m  in China serving 

m d l - a n  in the companyls dealings with tne Chinese. Within 



the foreign fir:, be  ( the c~rn~rador)  recrui,tnd a ~ r ?  suprvisd 

Chinese staff, served as treasurer, suppl ied market int e l l i d  

assumed responsibi l ty  for na t ive  bank orders ..,,.., 2nd g e a  

assisted the fore ign  manager in t ~ m s a c t i o n s  with the ilhine3gl 

comprador! *,f fered from the licensed) broker in t h e  sense a 
while a Yeharig ( licensed broker) was an independent commieae 

agent, a comprador WPIS in the  main con t rac+udly  employe? hy3 
merchant" .*he compredor8 s main sourcc of income, a2art fd 

f i xad  salary covering .Es services and expenses in maintainia 

a st af P, conais t ed of ~olnrnis sion income and illegal sque:!zed 

from rany business tm&tsaot ims .  The huge we,lth tha t  comma 
, I  

mammsed w e r e  of ,bn .  invested .in indus t~ : 3: enterprises - a - 
5 

in s u p p i n g ,  c e d  mintng nnd then ia. text i l e s .  
I 

In India, the bnn isna-  had b e c n  'truly the- count ar~scrts; 
\ 

\ and s d e s  of gooda, m c ~ c h ~ ~ d i s c  ,.nd produce (were) made on a 
! 

and on behalf of t h e  merchant o r  ne rchmt  firm in whose: e s t a a  

ho (wm) a baniand .m~onetirnes the b d m s  also acteda 
1 

transport agents a d  l a h o u r  recrui ters .  That ' b m i c n s h i p '  
1 

a d i r e c t  subservimce r q l n t i o n s h i p  t o  t h e i r  B r i  tiah mt~sters 3 
1 

clear. Timberg in his $tudy on cor ly  A a r w a r i  e n t r e p r i n e u r s a  
1 

r i g h t l y  noted that  " these banian relztionship were e s a e n t i d a  

conservating ones, in that the bnnian1 s i d e n t i f i c a t i c n  and a= 

ordination t o  B r i t i s h  firme kept them away from taking , m a  

.en* c c m e r c i n l  po l i cy  of t h  r own, The l a r ~  r. b~trlirrn firms a 
move into direct import  znd export t r n d e  on t h s i r  own. ~ h e ~ l  



pot s t a r t  industrial enterprises. They opposed social refoms 

Fwd the n a t i o n a l i s t  movement at least in the  early 20s. 

But tho bmians  were n o t  the only category of Indian 

lbminessmen available. There were large independent traders, 

honeylender~ and brockers, whoso interest differed s u b s t a n t i d l y  

[from that of t h e  b a i r n s .  Founders of many of the  presen t  day 

ponopely hous cs were independent t raders and brokers on t he i r  

Wm account.w~hot the bdnian agents of Brit ish houses had a 

mifferent perspective nbout their own interest f r o m  t h a t  of the  

3ndependent t rders can bo seen c1,enrly from t h e  i n t e r n a l  struggles 

+hat w a ~ l  s p l i t t i n g  ear ly  Maxtwari c n s t e  as soc i a t i ons  f n Calcutta, 
116/ 

-. 
These rising mercantile bourgeoisie came i n t o  direct 

ponf l i c  t on the s t r e n g t h  (of t h s i r  accumulclCed c a p i t a l ,  with the 

F d > o n i d  s t a t e  power m d  the m e t r o p o l i t a n  bourgeoisie behind 

829% when the l a k t e r  wanted t o  confine th3 Ind i an  merchants in 

b e i r  'secondary p o s i t i o n .  But this confronta t i& d i d  not follow 

simple m d  strcight path, Not in cvery sphere of a c t i v i t y  

phere w a s  c o n t r a d i c t i o n  too, But the I n d i a n  cap i t a l  had to 

wi'ght i t a  w a y  i n t o  areas where , the  European interests h ~ d  been 

mrmly , - , .  entrenched. 

To protect and upheld their own d i s t i n c t  interest, the 

pbiari bourgeoisie formed t h e i r  own associat ions,  chmbers of 

p e r c a  e t c  . , aim fy ihg  t h a t  +hay were grduti l ly evolving i rito 

p F b o c i r i l  claas for i t s e l f ' .  l h e n  FICCI, the hpex body of vwiaua' 



regional  md i n d u s t r i a l  chmbers  o f  comerce w a s  formed G.DI 

the doyen of Indim c a p i t a l i s t s ,  expl,?inod cmdid ly  tho c 2 4  

of such z i ~  orgnnisntion in n l e t t e r  t o  Pulroshottom ~ h a k u r d d  

t h e  fol lowing words: "I hcve . . been: ir+ching ~ e r j  c l e a l y  t6d 
. . . .  . .  . - 

a c t i v i t i e s  of the Associnted ~ h ~ b e r s  f o r  the past f e~ i  ;roam 

f ice1 t h a t  their s t r o n g  o r g m i s a t i o n  w i l l  be very detrimegm 

to I n d i m  i n t a r o s t ,  if s t e p s  are not taken immedia%ely t o - 0 4  

a s i r i l ~ r  i n s t i t u t i o n  of the  Indiana. You will perhapa a a  
4 

w i t h  ne that if wc do n o t  check Zhofr ac t iv i t i e s  in time, tha 

in f luence  with the goverment  w i l l  i nc re ,ge  to ayl extent w h q  

govorment will f i nd  it most d i f f i c u l t  t o  resist", uzl 

1 t is however, i n t e r e s t i n g  t o  n o t e  that when FICCI :  ~4 

formc, i  in 1923, g o t  n l l  + x t . i ~ r ? n  aC T-.?diqr- C ~ ~ p i t a l i s t s  agreeql 

p a r t i c i p a t e  in tho orgapisat ion and t h ~  Calcut ta  based 1lam.d 

groupa, at t h a t  time composed, mainly of traders, r e a l l y  fad 

i t s  core. For example the parsi  group in Borrba;~ header- by Ta 
never p a r t i c i p a t e d  in FICCI, but  fox  a few years after indepa 

Sirnilmly the Bombay mill owners did not p&icipr?te in F I C C ~  

but the g r d n  dealers ,  cotton-piece .goods merchants nr,d s h r o a  

became tho most ac t ive  md ~ ~ o c a l  members of F1CC.I. I1~1iy 3 4  

region21 chmbers of comorce, l i k e  Bengd  National  Chmber 

Commerce, the emliest n a t i o n a l i s t  business organisation, da4 

' 118/ were not present i n  F I C C I  . 



This suggos ts that  p o s s i b l y  n s t r i c t u r d  s t r a t i f i c a t i o n  waS 

piking glr.ce even in t h z t  lorsllrltivo yeriod of the Indian bour- 

poiaie.  - IJot dl sections of the I n d i a n  5ourgeoisie were view- 

a'denticzl perspective, h d ,  ccrntrtary to Levokovsky* s auggentio2,  

RBe 'mos t  advanced' sootion of tho bourgeoisie i.e. the l2xge 

k e l e  mnnufacturers , were compromising nose w i t h  the m e t r o p o l i t  an 

B n d w t r i n l  bourgeoisie,  especi0;lly when t h e  dsmmds f o r  wage  r i s e  

Rfflfected both the parties.a/Dss3ite the n z t i o n d i s t  in tent ions  

~ r o c l d m e d  by some, t h e  I n d i m  ewit ?lists could not step out 

W the limit'set by thair  ~ b f e c t i v c  cL.-ss in teres ts .  !?HUB, in an 

Rateresting speech read before the inern~ess of Indian  Mines Fedem- 

h%ion, c n ' d l  I n d i m  body of smdlcr r , inlng in te res t s ,  5 t a  Chc&mm 

1,C.Sirkar noted, "8o"i;iizg is iiir.thcr frorr? truth than to regard 

b z t  we who represent Indicn c q i t  d dre net interested in t11s 

Fhplift of the Indian m,2sses by whic l~  alone the n a t i o n c l i s t  asp%- 

Fr~.tions may f ind  its rodisn t . ion ,  In this movement, in its 

b n e r o l  aspect we ,are intcrestod e n ~ u g h  but f t is t o  be re~enbored 

:'that the ignormt maseek we cone in contact with does not represent 

'in our special epherc nn underdcvalopcd c t t i z s n  but only a h m n  

Fhctor in the production of wealth in the  wider sense", (under- 

1 a/ I .  

Liine ours) .- 
Furthermore, i t  should be remenbered tha t  the internationdl 

tcapit  nlist: s t ruc tu re  has andorgone aomo impor tant  chmges s ince  



t h e  seco~lfi wor3.d war---- "'/it is no longer  i . n r  t : .nc t h e  nr!id 

the undorc-eveloped counzries, , It yuould no longer be valir 4 
industrialism per  se w i t h  any brand of nat ional ism in t h s  ca 
of an under5eveloped country. Ba is w e l l  k n ~ w n  the proce3aW 

! 

co lon i sa t i cn  diZ not  6rZnp a b o ~ t  an end to the dependence o q  
. . 

erstwhile c o l o n i a l  economy on the m e t r o p o l i t a n  economy b t 2  

meant a clzange in t he  nature o f  intagration, of the nat io l ia l ;  

nomy w i t h  the interna%ional o m ;  it meant. emergence of a nd 
i 22/ 

of i n t e r n a t i o n a l  d i v i s i o c  of labour.- The framework of and 

und~rlyinp the conceptual  :at a g o r l e s  l ike  :smpradorl ad. '4 
t i o n d i s t '  b o ~ r ~ y e o i s i e  ir, the cont a x t  of underdevelope2 ecoq 

in t h o i r  U L ~ ~ ~ L ~ ~  lsrui~. ~ e d i i i ~  1iO loiiger adequate. In factd 

C1~1~ ,10~1 i s~ t i 0n  p r o c w -  m c  J 'r'L90 b? seen r . :  .z r e su l t  ~f &ti! 

change occur5 nz in t be s t r u c t u r e  of r,.! Gropoiitan economies. 

Gio~ranni h r i . g h i  F_aS made ~ ? n  important  ob~ervat ion  in this  a 
t h r o w  decol.onisaticn, :he ' Icolonial  preserves bf European 4 

perial ism" irorr; cpened I+ t c  h e r i b a  capi ta l ism,  ia which a 
p o l i s t i c  co~poration p l a 3 ; ~  a more ccn t r a l  role -';ban in F r e n a  

or 3 r i t i ~ h  capitalism. #crc irdportant  sti 11 w a s  t h e  outflw, 

of s n a l l  s c a l e  cornpent-itlve c a p i t a l  tha t  accompanied independa 

In feet, docolonization w m  .mong other th ic ,~s ,  the result od 

cclnflict between the dyne.n5c e l e ~ e n t s  ( t h o  big compsnfes) d 
221 b eckwad elements of colonial capitalism" .-- 



I 

The swihg from an a t t i t u d e  of h i s - i i l i k j r  - lo of  c o l l a t o r a t i o n  

Wwards the fore ign  c a p i t a l ,  p u - t i c u l s r l y  a f t e r  =ha indaw~ddcnce, 

the part o f  a large s e c t i o n  ~f t h a  Il;di~?sl b , ~ U r g c o i s i c  cnn  thus 

b be t t a r  understood i r ~  t3c l i g h t  o f  tkc ahavc connent. 2'1-ITS 

@@ring t h o  second world w z  p e r i o d ,  w l l i l i !  the  o l d  B r i t i s h  rlaraging 

mency houses, which accounted t h c  buE: of f o r e i g n  pr ivate  c a p i t a l  

msrating in India, were bcing t dccn  over  by thc I n d i a n  capital ,  

k e  Bri t ish  m u l t i n a t i n n a l  l i l c ~  hcvor Srothors  wore grndunl ly  on- 

B&ring t h e  I n d i a n  c o r p o r a t e  occ to r ,  and now c o l l a b o r a t i o n  agrec- 

m n t a  with i n t o r n a t i o n a l  firms. wcre boing catered into. 12e/ 

W o  need t o  a x m i n e  the na tu re  of assac la t ion  sr l inkago 

Between t h o  fo re ign  c a p i t a l  a n d  t w o  s o c t i o n s  3f t h e  I n d i m  bour- 

boisic and s tudy tho c ont rndic t i o n s  arising from these  likkagos 

Bf we arc t o  arrive a t  m y  conluaion regarding the overall class 

b a t u r a  of tho two s o c t i o n s  o f  t he  Ind ian  b3nrgccr i~io .  

rms of Oportlticln o f  pr ivate foro im c.:pitt:l in I n d i a  w d  f o m s  
Association bc tween f orcim c n p i  t n l  and Indi m c a p i t a  

< 

Private foreign c a p i t a l  may o p e r c t e  in the  Indian corporate 

) s e t o r ,  ~cinly in two ways - through direct equ i t y  investmmt with 

@socinted con t ro l  over t h e  invaa ted c z p i t d  nnd through pPrflol& 

&nvestmont (i.e. equity investment wi thou t  c o n t r o l ,  nnd loan) in 

bdiu con t ro l l ed  c o m p , d e s .  In another way fore ign  firms m q  

@tend its i n f luence  i n t o  t h e  I n d i a n  corpornte  s e c t o r  ia through 

~ U P P ~ Y  of technology, in the form of knorfhoq nroduct des igns  etc .  



and granting the r ight  t o  use brand names o f  i t s  proM 

These three f o m  of operat ion of foreign c a p i t a l  id 

d i f f e r e n t  degrees of c o n t r o l  over investment exercised by ta 
n a t i o n a l  firms over t he i r  foreign investment, Obviously did 

investment by d e f i n i t i o n  implies thc highest  degree of cons 
over the affil iates of tho i n t e r n a t i o n a l  f irma, opera t ing  11 

host  country l i k e  India. It ia, howcvor, not neceesary form 

international firms to own lo@ oquity in te res t  in i t s  f o r 4  

a f f i l i a t ~ a .  As L P I C  r e p o r t  has suggested, as low as 1/3rd a 
t o t a l  equity c ~ p i t a l  holding i~ a block may be s u f f i c i e n t  td 

*trol a business enterprise. Tho RBI has dafinod a cakogoryj 

f o r e i g n  cont ro l led  rupee companies (FCRC), which it uses i n 1  

stud-'es on f o r e i g n  busines? tinvestment in I n d i a .  F C R C s ,  

Indian  joint stock companics - ( i) which are subsidiaries 04 

companies ( i . c .  marc than 50% cquity capital is h e l d  by n a i l  

f oroign  f i r m )  or (ii) in which 40 por  can t  o r  moso of t h c  s h a  

capital  is hold in any on0 country or ( iii) in which 25 per I 

or more of the  share cap i ta l  is hold by n foreign company/id 

minoes or ( iv) which are managed by a foreign con t ro l l ed  m a  

agency company. 12r/ 

The wide ranging dcfintion indeed points out the m m y l  

by which an i n t e r n a t i o n a l  f i r m  m a y  con t ro l  an I n d i m  compmyq 

from by the m o s t  obvious one v i z .  owning the majority share 

the  t o t d  equi ty capital of  tho Indian company. Var ioua  8 t u a  



multinational en terpr ises  have suggcat ed that  given the opt ion  
. /  

Bfaul t ina t iona l  e n t e r p r i s e  w i l l  t r y  t o  Iracp complete control 

mr its  invested c api tal .126'But due t o  pressures cxort cd by the 

B r d  world govcrnnknts, thc i n t e r n a t i o n a l  firms are more and more 

k c e d  t o  accept l o c a l  c a p i t a l  as buaincss partners,  The oxtont 

B w h i c h  t h e  i n t o r n a t i o n a l  f irm w i l l  be ready to share t h e i r  pro- 

Bt, which inc ludcs a large amount o f  monopoly rent in it, with 

@a1 c a p i t a l i s t  a will obviously depend on re la t ive  bargaining 

m n g t h  of two groups.  The barga in ing  powor of l o c a l  cap i ta l  will 

b tu rn  be determined by the re la t ive  size of the naf ional market 
- 

B$d its rate of growth. In a growing economy where the market and 

pe total  surplus , to  be d i s t r i b u t e d ,  is growing very faat, f o r e i g n  

F a p i k d  will more r o a d i l y  accept; l o c a l  cap i t a l  as partner. But 

Foreign c a p i t a l  is. cxpsctcd t o  resist any t y p e  o f  reduction in i t s  

R o n t r o l  over  c a p i t a l  i n v o ~ t o d  in a atagnant  or a slow growing oco- 

romy. The f o l l o w i n g  t a b l e  givca t h e  trend of t h e  compositian of  

Bareign busfness  investment i n  I n d i a ,  

From the t a b l o  it can be'seen t h n t ,  the sha re  of t h o  direct 

Envestment in the t o t a l  f o r e ign  b ~ i n c s s  ixves trnont dec l ined  up to  

p967, but since 1967, -this gradual dec l ine  kj as bhcn arrezrted. It 

ga a well accepted f a c ' t  t h u t  *he I n d i w  economy t ook  n t u r n  for 

Porse.3ince 1967 by any moaouro viz., rate  of growth of gross 

abmestic product, rate of growth of manufactured p roduc t s  etc .  

Po from 1967, when t h e  Ind i an  economy has entered a phase of 

$tagnation nnd c r i s i s ,  the foreign capital h a  not  given up t o  

W further extent, its c o n t r o l  ovcs t i l e  invested capital. However 



Tabla ,6 

Trcnd in t h o  composition of  (long term) foreign business iq - 
merit in I n d i a  

( Figures in percent age 
foreign business i n v  

-3-------C----------------.----------.-1-1-1-11111----_I-- 

1. Direct  
1 nvcs tmcnt 87.9 

2. P o r t f o l i o  
I nvcstmcnt 12,6 

Totnl  

S o u ~ - @ :  RBI B u l l e t i n s  dif@:ront issues. 

it may not bo c n t i r e l y  correct to t reat  invcstmmt, in tho\a 

l o a n  capital .  zs investment without any control ,  Most of ta 
loans have not been raised through f l o a t i n g  overseas I londs ' l  

invcstare in thc  m c t r o p o l i t m  c a p i t a l  mcrkct but thes  2 l o 4  

been c i t h a r  ~ ~ d v a n c e d  by multinntionnl bL2nks or by i n t e r n a t l a  

f i n a n c i a l  i n s t i t u f  ions l i k e  world bmk or agencies. Much dfl 

l o a n s  cry tied i n  t h c  senso t h a t  c r e d i t o r s  exorcise 9 u b s f a  

I 28/ c on2rol over the u t i l i a  ation pat terns of those loans .- 
By supplying technology, p a t e n t ~  and brand nctmcs, + ~ a  

the i r l t e rnak iona l  firma m q  have s u b s t a n t i a l  S a y  in t h o  o p a  



purely loca; i i r m ,  And c o n t r o l  th rough s u p p l y  of technology 

not n~cossarily lcsa compared to thc ownorship c o n t r o l  of s 

b. V a i  tsos , s tudy ing  t h o  + c o n t r n c  ts of  technology comncrci a- 

m a t i o n '  has thus  obscrved - "1 f thc volumc, markets, p r ices  znd 

m t y  of what n f i r m  se l l s ,  if t h e  sourcos, prfccs a d  q u a l i t y  

intermediate m d  cap i  td gaods, if the koy personnel t o  bo 

m, the t y p e  of technology used e t c .  if 311 of these a r e  kft 

mr the c o n t r o l  3f thc  licensor, than the only basic  docis ion 

mt t o  the l i c o n s m  is whether or not t~ enter  into an agr~omont 

m e c h n o l o g y  purchase. Technology through the presen t  process of 

~ d o m e r c i a l i s a t i o n  bocoracs thus  a mechanism of con t ro l  of the 

mpioat f irme I< . %/ 

Th6 three ways in -.;I-ich foreign capi l ; j l  may operato i n  

mh are also the three ways i n  which I n d i a n  c a p i t a l  may associate 

Wir'l-f wit:..,"orcign c a p i t o l ,  Indian c a p i t a l  m y  be a s e o c i a t o d  as 

w r i t y  p a r h u r  or passive  'share ho lders  earning d i v i d e n d s  in 

m g n  contxollod rupac compunios, In IadimcontroZlod and owned 

m d ~ e s  Indim cap i t a l  hay be majori ty  par tner  w i t h  f ereign 

md as the minor i ty  one; Indian  cnto~priscs gay also have 

technicd cal laborr t t ion wi th  f o d ~ '  ' ontcrprisea,  

t o  be seen which form af a s s o c i a t i o n  betwoon I n d i a  capi tal  

m ~ r e i g n  capi ta l  i a  more i npo r t an t  th,m othesa. 

According t o  BBI aurvey r e p o r t  on foreign col lnbora+ion,  

WO h a i t e d  aubsidi&os  of foreign conpcnies accounted fox 

-'of t o t a l .  c a p i t a l  enp layad  by oll tho public l i m i t e d  companioa 

m e d  in EBI survcy on Isdim jo in t  s t o *  companics.m'Tho 



compmies wi*h fo re ign  minori ty  part i c i p a t l o n  ~ c c o u n t  ed f a r a  

24-1s of capital employed by the RBI smplc conpanies, ~hea 

nies with pure technic a1 col laborn t ions  accounted for a 

15.9; of to ta l  capital. anployad by 1333 salocted publ i c  ~ t d d  

The table 7 showing the Y &LUG a f  pmdu~t ion  in three 

Table 7 ' 
VQue of total productfan in subsidi: 

foreim ownership and purely tech 
borat ion enterprises 

Pure Technical 
Y e m  S u b z l L i ~ r i z ;  PIinority collaboration I ' 1 

a e 0 q f l 8 8 S  

Sourco : BBL Survey of Foroign.collaboration 1968 md 1974. 

N o t  o , : 3 ,  Figures in brackata give percontagcs to the rw 
2 ,  Figuroe rtrfcr to  compmles included in RBI amp1 !- 



pf ontarpr iscs ,  also po in t s  at t h e  graving importencc of the 

U-dint busincan vcn tu re s  in which f o r e i g n  capital o c c u p i ~ s  a ring- 

p i t y  position, 

Within thc s u b o i d i a r i o e  a l s o ,  wc find, f rm  the RBI s u v e y ,  

?hat 100% foreign ownership is bcconing ct rmc phonornenorr, nnd 
\ 

29.2 bcr cent  o f  c a p i t a l  of thcso ~ n t c r p z i s c s  have c a m  t o  be hold 

'by Indians (year 1969). 

I n f o r m a t i ~ n  necessary to answer such a question is extramoly 

l in i t cd  and at bo:;t :;., 2,111 ?..:-,ib 3~lili! i rbdiroct  i n d i c a t o r s  of this 

fnc idcnco  of f o r e i g n  association on tY:o s e c t i m s  of tho Indian 

bourgeoisie. N o s t  of tho e x i s t i n g  studics suffer from a sar ious  

l in i t , - . t ion  in as f n r  as those studieb have conaidered one or t h e  

other aspcct of tho problcn but not  b a t h  dz., aapoct of foreign 

nssocict ion have bocn studied wi thout  my rof erenco t o  t h o  monopoly 

non n o n o p l y  dincnsion m d  v i c c  versa. 

S u b s i d i w i c a  are  by d o f i n i t i o n  f 3reI5.n c o n t r o l l e d  and 

under forcign minori ty  ownership, It is norc l i k o l y  tha t  foreign 

can t ro l l i ng  intorcat would prefer t o  diotributc the rcst of tho . 

Bkaros wide ly  ao t h i t  no a ing l c  I n d i a  business house can a c q u i ~ e  

n s u b s t m t i a l  block o f  sharo and thereby  t r y  t o  oxcrcise soee con- 



tsol o v o r  nan,?.pncnt ~f the z n t e r ~ r i s ~ .  So thc Indian  c q i a  

invcsted in f o r o i g n  a u b u i d i n r i c . ~  will bo in the  nature of 

f s l i o  i i lves tncnt  ( i . 2 .  w i t c ~ u t  my c ~ n t r o f )  and it is more a 
' t h n t  small c a p i t a l i s t s ,  s n l a r i ~ d  ozrnors be ldng ing  t o  tho h:a 

incono grou73 wauld own nnst 3f such share c n p i t  nl. Gave- 

fincncial Z n s t i b t i o m  md b a k a  mzy n l s o  hol2 a m e  shams 

t h  3s o e n t u r p r i s  cs as pmsi 17e Shcre-halders , But i n s  t w c o s  

t h e r e ,  whon I n d i a n  m o n ~ p o l y  h ~ u s e u  hcvo bccono m i n o r i t y  1 4  

in f oro ign  s u b s i d i a r i e e ,  For  cxmp lo  Tatn beck70 a cinoritd 

ncr in Narck Sharp 2nd Dehne of  Indin ,  s u 5 ~ i d i n r - y  of a U,S, a 
nultinr.tiond.Jz' LFIC & o r t  also nontions a few foreign am 

d i a r i e s  or f o x i g n  controlled mpoc  con-)miGs in which ~ n d i d  

n o n o l ~ o l y  houses hnvo epui t y  i n t o r c s  ks .m/I t is not known u h a  

/ 
in such cmes lndiarl  nonopaiy houses have my say over the  a 
ccnt of cntcr?rises. 

O n  t h a  n a r t  of t h e  m u l t i n a t i o n a l ,  thoy seek tho coopea 

t i o n  of I n d i m  zionopoly homcs in o n t o r p r i s c s  otharwise conm 

by  the3 20ssibly f a r  gaining cntry i n t o  industries in which a 
blishuen t .3f oubsidi  mics ia n o t  enc~uraged by t h e  govurnnenf! 

t h o  g l o b a l  s t r a t e g y  o f  then is to q c r a t e  through d i r e c t l y  cdd 

l c d  subsidiaries only. For sxam:~lc ,  in t h c  case of Merck, Stl 

and Dchmo ( K S D ) ,  t k c  or ig ina l  p r o p o b a l  of the  multinntiandl a 
to , e a t c b l i s h  c wholly owned subsidiary which was t o  h n ~ o  some; 

st ringcnt f oro ign  collaboration ?ro?os a1 w i t h  its principal. 



ma31 in t h a t  form wr.s re jootod by t h e  Ind ian  gavernmnt. 

mr t h a t  the n u l t i n n t f  onel :rro~gs ad  n jo in t  business venture 

mt is l i k e l y  that  *sociation of T n t n  w i t h  the venture fhcil i-  

med the go'vcmcnk a;lprovnl. F x i e d ~ ~ m  & Boguin in t h e i r  study 

mortod t h a t  " f o r  p a c t i c a l .  ?urpasL:s, the o n t o r p r i ~ e  hns been 

in tho s a w  way ns a whcl ly  f orcign owned s u b s i d i q "  

m o u t  any. intorforcncc from Tatn.wBut ayart from earning d i v i -  

B.d, Tata h a  also e mare direct ic3ercst in the o ~ t c r p r i s o ,  

B o  V o l t * ,  c Tatn conpaqy, is tho distributing f f r n  for MSD, 

if thcrc ia a growing market f o r  tbc ~ r o d u c  t a  involved, a multi- 

mionnl mcy bc w i l l i n g  t o  t o k e  tho  i s  o f  seeking Eo-operatian 

n yowcrful local. grouy i h i c h  in tho fu tu re  ncy not romain con- 

mt in i t a  mlo of n passive invcs t o r .  

Tho second form of co-o;3errztion Isc twccn I n C L a n  and f crrcign 

Mitd is secn in ontorprisos whicil a e  unzcr thc con t ro l  of 

rhdim ma jori'ty ownership vri th a snzll t o  significnnt f orci&% 

~ n a n c i ~ l  ?arkicipntion, I t is t h e ~ r a t i c  ally ; ~ ~ s s f  blc  t o  classi- 

pl. dl such an tc rp r i sos  i n t o  two groul~s  - cn ta rg r i sos  controllad 

Indian monopoly homos  and tho roat  - and  f i l ~ d  out tho  incidence 

pi foro ign  msoc ia t iun  in t h i s  r o s p c c t ,  in the two groups 3f tho 

Endim bowgeaisic; In the cbaonce ~f such a through study, we 

m #BV(? t o  P a l l  back upon sone indirect  methods, 

If wo look at the d i s t r i b u t i a n  01' minori ty  onterpriaos by 

tho sizc a f  ca7i.t 31 empl~yad ,  we f i n d  tk?t ccp i tn l  is mostly con- 
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The following tz31c, g i v i r ~ ,  the  avorage sizo of new 

m a n i c s  with cr,d without  SincncicJ. col labor , . ,2 ; i~n also p o i n t s  

- t h c t ,  on thc gvcrage, ffntzncizl. p2rtici;;ation by foretgn 

mkni(e sisd of comannicn w i t h  md withmt foreign f innncic l  
c o l l n 5 a m t i o n  

~--.-1111--C------IIC-IIC----I-.C---.CI.*----13-"l)--1-e1lll-------"--- 

Average size ( am; .nt of initial Average size w f t h  

;Pear issues corm ented) of the coa- f inancial  collabo- 
panieswithout financialco!:a- r ~ t i o n ( i n c l u d % n ~  
bornt ion,  subsidiaries) 

Bource: Quarterly S t r t i s t i c s  of the Working of C a p i t a l  iasuas 
Control. ( lt iniotry of Finnnco. Lifferent issuoa) 

f t can be soon from the above t nblc, that, avcrqc size of 

R i m  ~ L t h  foreign f inancinl  p a r t i c i p ~ t i o n  i n  nomly 79s higher 

Rhan t ha t  of the  firm without such pcr t ic ipc t ion ,  when .the aiao is 

BUoly that s largcp nmbcr of such compt?nies when they m c  Indian 

Wotrollcd, belong t o  ths I n d i a  monopoly scc5o.r. If wa look at 



t h o  i n d u s t r i  a1 d i s t r i b u t i o n  of such m i n o r i t y  cn t  erprises ad! 

compare them with t h a t  af the RBI samples of large  and modiq 

publ ic  Ltd, compnnics, wc can ace t h a t  technologically i n t e q  

i n d t ~ s  t r i o s  h v c  r e l a t i v e l y  mere w g i m t  among such m i n o r i t y  

p r i scs .  F o r  example, Trmspor t  equipment, Machinery and mca 
t o o l s ,  E l e z t r i c d  goods and machiwry and chemical and allid 

products accounted fox 79.8% of t o t a l  c a p i t a l  employed in 4 
enterpr ises ,  while the comparable f i g u r o  f o r  t h e  companies 4 

On thc o ther  hand, ~ e x t i a  s m p l c  w a s  only 20% in 1963-64, 

ducts  accountsd f o r  23.9s o f  total .  c a p i t a l  employed i n  RBI 

whilr for the  minori ty  enterprises, it was only 7.0%. I f  wa 
at the i n d u s t r i a l  d i s t r i b u t i o n  of subsidiaries also ( givon 4 

t o o  : -1 such i ndus f  rics as 2qui r ing  sophistLc azcd tochnoloa 

It i s  i n t e r e s t i n g  t o  n o t e  t h a t  t n c  avorage size of  ba 
a u b s i d i a r i c s  is much less t'lnn t h e  bf gzer minar i ty  conpaniaq 

cxamplo in 1963-64, among t h o  cornpmies cove&ed in t h e  RBI rj% 

thero wcrc 19 nubsid iar ics  with c a p i t  a1 employed per c o m p q  

more than Rs.10 crores .  The t o t a l  cap i t a l  employed by those a 
c a m p v i e s  w a s  254.1 crores of  rupees, t h e  average boing 19.53 

of r u p t l ~ s  p e r  company. On the other  hmd there wore 17 c o m a  
I 

in the minor i ty  group, with c a p i t n l  employed per compsngt be! 

norc  than  b.10 C ~ O T C S .  The t o t a l  c a p i t a l  cmplogcd by thaso 1 
compagies wm 438.5 crores  of rupooa, tho average p e r  c o m p q  

being 25.8 c ro ros  of rupees. Similarly in the next size g q  



mpanies 9.e. t o t a l  capi ta l  employed l y i n g  batwoon 5 and 10 croree 

rupees) there werc 14 subsidiaries and the total c n p i t a l  employ- 

% bg these 1'4 su'bsidiarics was 94.8 crores of rupoes, tha averago 

~0112any b ~ i n q  6.8 crorce df  ru2ocs. A t  tho 3m0  MU t hwg  

Fro 20 n ino r i t y  com;3anie8 in thc a m u  size group, t h c i r  t o t a l  

mitcl cmploycd baing 159,5 crorcs of rupcca, nnd tho averwc 

It is not d i f f i c u l t  to seo why thjs should bc 30. Dcpcnd- 

ugon tho love1 of impcrfcctions in the i n t o r n a t i o n a l  nurkct 

p r  tschnology , tho int rrrmc.5iona.l o l igopo l i s t i c  corporationa can 

B a n d  and r o t a i n  more or l o s o  c o n t r o l  over t h e i r  invostmcnt in 

Foa3 dcvsldpod caun t ; r i c~ .  If, howovzr, cou?lcd with a subotmtid. 

BOu1:: of irn;3crfoction in t 2 tcchnolagy nnxE,:>t, tho c a p i t a l  in- 

rmsity of some nrojccts m e  very hi&, xultinctt ionnl f i r m s  m y  

p o t i m e n  find it w9rthwhilc to c o l l a b o r n t o  in a j o i n t  vonturc 

Wih l oca l  monopoly housoa sincc t h c  lattcr may bc able t o  propidc 

pubstmtial part wf the requircd c n ~ i t a l  and nrrrzacrenont too. 

p h a r n o r o ,  the loc a1 c o l l a b o r n t o r ,  hcving a strong inf luonco on 

e ta to ,  nay rc-stric t c o q e t i t i o n  *on othcr i n t ~ r n a t i o n z l  

m ~ a l o  by urging tho s tn tc  t o  n d ~ p t  s u i t c b l a  ;~ ro t r t c t i ve  policias, 

EE,, l a d l o w i n g  a y  f u r t h u r  creation 33' ca3acityt banning m y  

Fport of t h o  l ~ c a l l y  nanufncturcd ;3r~duct;s o tc .  Somctinea an 

 orn national f i rm may be able to on tc r  tho Indian anrkot, where 

of , i t s  r ival  hne nlroady cs-tablisbod n Subaidinry, anly by 

m~ciating itse l f  with a dominant local  group. For cxm2lc bcfore 



t he  en t ry  ;f r i i ~ d ~ l c o ,  a s u ~ ~ e s ~ f u l  jeint ..-o-."i~r~ ;~d twcen  a 
f i n i  K nimr md tho  Ind ian  monopoly h m s c  Birla: I n d i a  A1- 

n s u b s i d i a r y  of ,mother l a rgo  U.S. nultinatiannl was the  d a  

undcrt,&ing i n  t h e  aluminiurz indus t ry ,  Sincc Knisor ,  was ria 
pnrcd to 2 r o ~ d e  a l n r g c  7 r o p o r t i a n  , ~ f  the c n p i t n l  rcqlAreda 

ven tu re  wm the only altcxnntivc t o  mint cin i t s  prosonce, a 
LO/ n small scgment of thc  world zarkct. 

Thc t h i r d  ww through which Z n d i m  capitrrl nay S L Q O ~  

w i t h  fo r e ign  c n p i t a l  is by cntering i n t o  technical c o l l a b s r M  

a g ~ c e l c n t  with f orcign firms. Uo have nlrczdy soen that t@m 
l o g i c a l  dcpcndcncc h s  bccn a s t r u c  tur ,d  phenomenon f o r  the 

c o r : ~ o r ? t ~ -  z l?ctor  ? ~ . d  n o t  f a r  nny i3articulcr sec t ion  3f t h e  a 
bour 3 o i s i e .  But tho dogsc . of dcpcndoncc n?y n ~ t  bc the a d  

f o r  c v c r y  sec t ion  o f  t h e  bourgooisie 2nd the f o r a  o f  d o 2 e n d a  

a l s o  may vzry. Technical co l l cbo ra t ion  is one Eom through 

this dependence becorn:! nnni fcc t .  

According t o  LPZC , tho I n d i a n  la rge  business h suseo 

mong  thznselves  o b t  dnec! 678 c o l l a b ~ r n t i o n  ~ r o p s  21s ?.pprovq 

ou t  dur ing  thc y o u s  1456-66 (up to  ~ u n c ) .  Thin wns 2ti.9$ of.4 
c 3 l l a b o r c t t i  on i ~ r o g g s  ala G I ~ ~ T ~ V C ? ~  f o r  t h c  ?riv4?tc COT? lrct o 8 4  

Cornpanics 3uts ide  t h e  lar,n;c i n d u s t r i n l  s e c t o r  3ccurt.d. 49.2% 

i t '  t o t  31 co l l abo ra t ions  ajgr~vcd ,  

Within the' Indian moriopoly houses thore is n wide v d  

tion -n the extent of c o l l ~ :   ration sought b: these houses. a 



b e  LPIC data, it hns  been found t h a t  only 8 houses had more 

ban 20 c o l l n b o r a t i o n a  n p p r o v ~ d  p e r  ~ O U E I O ,  Bulk of  t h e  Largo 

m8iness houses had. less than 5 c o l l a b o r a t i o n ,  p e r  house. l& 

B l y  two lnrgest houacs,  B i r l a  and Tato had mar; than 100 col la-  

b r a t i o n  each. 

: t i th in  each Indinn large busiccss house, there are companies 

mthou t  m y  f orc ign  collr?boration whatsoever. Such b i g  houses like 

Firla and Bmgur had large  number of compmics without any foreign 

bls;Ullaboration. For  B i r l c t ,  47.4% of czssots ( 42.61 according to 

B'rP data, given in the sm: study) WCTC in campaniua w i t h  foreign 

Pollaboration. F o r  Fnngur it rrna ns 1 ~w as 1 1 .a. 141/At the awuoo ' 

wmc, houaea l i k c  Sri Ram Y a d i a ,  Sarabhai,_Khatau, Tnta .and fotr 

Bther hcd very l i t t l c  anoct:; in comp;l.nics wi thou t  m y  foreign 

b l l a b o r a t i o n .  

It nay now be asked whcthcr dcgrcc. of fore ign  col labora t ion  

Bad any impact on tho r n t e  o f  growth of a s s e t s  of d i f f e ren t  busi- , 

Peas houscs. In other words, we w a n t  t o  find out whothcr n grcntcr 

Waocia t ion  with foreign c a p i t a l  has holpcd a busincas house t o  

:grow f rts t cr  than  o thers, Thcrc is no proper data-base t o  answer 

[F:Cuch a question s a t i s f n c t o r i l g .  One general p o i n t  is t o  bc noted, 

bhat thc  weights of the monopoly houaoa in thc p r i v a t e  c o r p ~ r a t c  

r#octor, in tcrns d f  t ~ t a l  pnid up c a p i t d  or a s s e t s ,  have, not 

eosscncd much.144'~a tho h r g c  numbcr of f o r o i g n  co l labora t ions  

%pprovcd in thc  non mmopol;? s e c t o r ,  has n ~ t  bcon of much h e l p  

R o  thc non monopoly c a p i t a l ,  at l e a s t ,  in incrosaing t h e i r  r o l a t i v o  

3 o s i t i ~ n  in thc  y r i v d t a  c o r p o r a t o  sec tor .  



I n d i m  large businass houses, prepnrsd 3y v a i o u s  govcmea 

cies A d different poin ts  of t ime,  w e  would f i n d  that  some 1 

arc  Tall* behiad some new enf rants.  in respect of total 4 

.con$ rolled by these hounes , The f ol loviag  - table  prepared fl 

study on I.ndiaa busipesa houses ; gives the  degree of foreid 

borakion in two types of houses viz., -these houses which aa 
on. one Zist at the bate2 yeerr but not f o r  the earUx*-ysara 

, those housea wh9ch I d l e d  t o  .appear on a list in a later 

was enlised far sn- earlier yew. - .  The degree of' foreign a c a  

r a t i o n  has been memured i n  terms of the re-btive weight 4 
b f  companies w i t h  foreign collaborati :n in the -total a s l e t  

ing to each. house h or d e t a i l  see the note), 

. , . , 3 ~ 0 m  the tab le ,  w e  can see that-  the h o k e s  which afl 

be4 1 agging behind have bsen. . lea3  active. in wcurf 3g f o r e a  

. -bora.tJon -& the  ~ O ~ J B O B  which appdar to be . a d m h g - ? e ~ g - a  

have mostly done very well in matter  of securing foreign c a  

ra t ion .  However, tho indicator cllosen t o  measure 8th~ d e g a  

fore ign  col labora t ion  is not very sa t i s fac to ry ,  sine,: t h e  qa 
t a t ive  ilnpact of any particular collaboration proposal on t l  

operat ion of a business house cannot 5c nomured by such a 4  

method, The suggested correlation between the leve l  of p e a  

mmcc of an house and i t a  degree of foreign association 'doe@ 

howeverl imply any causal relation between the two and it d 



7 .  

of f o r e i i n  cbllab-ion of two dil ' ferent types of h o u ~ e s  

a 
N of t he  Degree cf 

f o r e i g n  co- khuaeo t2.f: f oseign col ln-  
L l a b o r z t i o n  2nd !zinc bor n t h  ... in 
in tho ~ I O W @  tile houmje 

~ 4 r l r - - - - - - - - - - d - - - - - - - - - - - 3 - 3 - 3 3 3 3 3 3 3 - 3 3 3  -I-- .LC-.I-I-----3 

$, Chowgula 52.6 1 ,  Bgcmal 15 8 

3 ,  Balho t rn  75.5 3. Chinai 

5. P r o t o p l a l  
Bhogi la l  

6 .  Baunnq Singh 72.6 6 .  !~lmgoldas ?arckh 3.6 

( Source: S u b b d u  Das Guptu - A study of the c o l l n b o r a k i o n  behnvioar 
3f I n d i a n  Bwiness Housco ( mimco) Ccctrc f o r  Study ba 
Social Sciences, Ca lcu t ta .  

' l o t c  : 3) assat of c o r n p d ~ s  with f o r e i g n  co l lzbo~,"a t ion  as $ 
of t o t n l  assets in t h e  hoascs. 

b) 1 at kind of homo - which rtppcarod, on Monopoly 
. , . --  Roaocrch list (WRU) of 1974 

but  n o t  on Mono o l y  I n q u i r y  
' 

Commission (WIC 7 l i c t  of 1964,. 

2nd kind of Bouso - which appeared on TJ3C list of 
1964 b c t  no t  on IIB'J list of 1974, 

c) A s tat i s t ica l  aignificmcc test (tost ) d a o  shows 
s i g n i f  icmce diff crence botween t h e  groups at 1% l e v e l .  



b e  t o o  h a s t y  'co conclude  t h a t  f o r e i g n  a s z o c i a t 5 ~ 1 ; ,  p e r  se hd 
produced a be t te r  performanze for Some houses. T h e ~ e  coulr iq  

o t h e r  reasons for t h i s ,  P robab ly ,  these decl in ing  houses 

t o  d i v e r s i f y  at p r o p e r  t i m e ,  did n o t  seek entry i n t o  the m o a  

t ethnologically i n t e n s i v e  sec t  or and therefore d i d  n o t  need= 

f are ign  c o l l a b 6 r a t i o n  and u l t i m a t e l y  could not grow fast.  

We should take no te  of m o t h e r  i n t e r e s t i n g  f ea tu re  o ' f l  

bo r a t i on  p rac t i ce  o f  I n d i a n  business houses. For each of td 
houses,  bu t  f o r  a few exceptions,  the f o r e i g n  t e c h n i a a l  c o l l a  

ti ons have been confined on1 y t o  bigger  companies belonging-q 

- house, pIuch higher  s i z e s  of the companies with  fo re ign  calla 

t i o n ,  than o t h e r  companies w i t h o u t  f o r e i g n  c o l l a b o r a t i o n ,  

these  hbuses, i n d i c a t e  that' +heae houses have gone f o r  f o x e d  

b a r a t i o n  in t h e s e  i u d u s  t r i e s  which have higher  c a p i t a l  intenkg 

a d  s o p h i s t i c a t e d  technological requirements. 

Con t r ad i c t i ons  between fo re ign  c a p i t a l  and two s e c t i o n s  of fq 
1 ndian b o u r g e o i s i e  

On the bas is  o f  o u r  a b o m  discuss+on, we can  t r y  t o  l o r n  

areas o f  contradiction between f o r e i g n  c a p i t a l  and two s e c t i o a  

I n d i a n  c a p i t a l ;  F i r s t l y ,  let us i d e n t i f y  areas of c o n t r a d i c t i d  
I 

between I n d i a n  non monopoly c a p i t a l  and koreign cayi t  al. 

i 

So f a r  as f o r e i g n  c a p i t a l  operate$ on its own through a 
d i a r i e s  and branches,  it becomes a p a r t  o f  the nonopolistic s i a  



Icl ian :cryrate s e c t o r  snC its cont rad ic t ions  w i . 3 .  non 

F o p a l y  c ~ a i t a l ,  waul& b2 in ~ l~bs tance  nnci fam of the 3;mo 

mature ar; havo h e n  shwn t o  exis t  b o t n c ~ n  Intiinn monopo1:t c a p i t a l  

and n ~ l m o n o p o l ~  capi-?, a1 . Rut such f ndus t r ies  where non n m o p o l y  

@;capital ccn o p o r e t c  on its own, with- i ts oxn technology nnd cep i ta l ,  

;boul5 generally be less c s p i  tal inteasive,  technologic a l l y  less 

Baphistictttad and more star.dnrd,i.sed, and thorefclre would not: provide 

!much monopolisiic c d v m t w e  t o  f oroign cap i t a l .  Thesef or?; thcre 

:would be vsry  fcv indun t r i e s ,  l i k e  match ,  suap  c5c .  (moskly tort- 

sumer goods indus triss) wheko s ~ c h  c o n p ~  t i t i o n  would prt:v,dl, The 

generd imefereilcb of consvrrll~s uasses f o r  r~reiga b r m i  nmw would 

kct as a dc t r r en t  t o  no- manapoly capx ~ 3 3 '  3 grovth in ~ v c h  i ~ d u s t r i e s .  

$Snly if t h e  S t a l e  had c ; ; ~ ?  t r ,  l r ~ l p  t he   no:^ rnonclpoly c a ? i t s l  hy 

P e s t f i c t l n g  O P C Y ? ~ . L I ~ : ~ L  01' f 'uYc! ign C O ; ~ ~ J U ~ - : ~ S ,  i t C O U ~ ~  I L ~ V G  groan 

p ~ h  fmtcr. But, there is r.a c v i d o n ~ c  t o  ~ ~ g r : ? t  .thl.t the Stata 

per8 res t r ic t  crl to any oi;,.d..ficr+nt cx'ieiit the p o w t k  o f  foreigfi 

mgnnies in suck industsl',c.. Cospmie- ;  l i l ie Y!rzcor J lndustm 

Bvor,  Batn c t c  . have cpnc t:, cloy-ha t s s ~ c h  i.ndus tric a. Thero is 

evidenc s to s ug, -1 2~ tl12 5he 'J ";to, throlagh I.ic enulng and o t h e r  

p l i c i e s ,  :lave rer,lXy t r i ed  t o  oc,sc out such Aominmk fo re ign  com- 

B d t u e n t '  ac: a r e s u l t  o f  the s?c,tc pr. l ic ies  conta!.r.cd in :955 

mdustrial pa l i cy  r n s o l u t i o n .  

aut in mod ox^ and growing indus t r i e ~  whe-o c'cpita3, ict en- 

m? ia much higher and te~hnolagy required i s  much more complex, 



the non monopoly c a p i t a l  c a t  o p e r a t e  o n l y  through assoc ia t id  

f o r e i g n  c a p i t a l  and tec!lnolog;r, Since t h e  resources  and 

Strength of non monopoly c a p i t a l  is i n s i g n i f i c a n t  conpared 

large mu l t i na t i ona l  f i s ' m s ,  they have t o  accede n greater  c o a  

t o  t h e i r  f o r e i g n  co l labora t ions .  And in general, t h e i r  c a ~ a  

t o  assimilate f o r e i g n  technology, develop their  own t e c h n o l o a  

base and acquire n greater con t ro l  over t he i r  enterprises a 
Less compared to t he  nonopoly houses and in fact  the re  is X I O ~  

dence t o  suggest t h a t  non nonopoly c a p i t a l  in general has gm 
f a s t e r  than monopoly cepi t  .l, through its a r s o c i a t i o n  9 5 t h  

c c p i t a l .  It skould be however, no ted  that no extra-economics 

ction on t h e  part of f o r e i g n  capi ta l  has conpelled non m a n o m  

c a p l t n l  t o  e n t e r  j n t o  a s ~ ~ e e r v i e n t  relrztio-, with f o r c i  gn C= 

bu t  t he  very structure of t he  e conony , dominated by rnmopolya 

has. impe l l ed  non monopoiy c a p i t a l  t o  accept such n subordind 

f o r  t h o i r  survival. Therefore, cont rad ic t ions  b o t w e ~ f i  n o n e p a  

non rnonopoly capital is much more t a s i c  t o  the determination= 

a t r u c t u r e  of tho c o r p o r a t e  sector than between noa vonopolp a 
fore ign  capi ta l .  

L e t  IS now i d e n t i f y  that  sources of c o n t r a d i c t i o n  be= 

foreign capital  and I n d i a n  monopoly cap i t a l .  Thorc may be ti= 

four arlsn of c o n t r a d i c t i o n  between foreign c a p i t a l  and 1 n d i 4  

monopoly capital. These areas are - 



Cfj c o n t r o l  OVOT. technology (ii) access to international market 
, - 

Bii) use of inv~sti b l e  resources a ~ d  ( iv) c o ~ t r o l  over  the st ate.  

a&n'S;rol o v e r  k e c h n o l o u :  

* "  
kLonopolisa4;ian o f  innovat ive cc t i v i t i e s  and t e c h n o l o q  rosult- 

&slg from then may be looked upon as the key t o  m o n o p o l i s t i c  power 

w; in ternai ional  f i r m s .  The i n t e r n a t i o n a l  market f o r  technology is 

Fghly e l i g o p o l i s t i c  a 1  f ~ u  large multinationals almost dominate 

Axording to one r e p o r t ,  o u t  of about 3. T million pr.t ent s, 

my 200,000 o r  6 p e r  cen t  have beon ~ r - . ~ t e d  in under developed 

-tries a d ,  " o r r L y  oire s i x  9 1  t h a t  6 p c r  cent is owned by nationals 

1 46/ @ th  t h i r d  world" ,- 

Againat th i s  gcnernl beckground o f  FL h igh ly  skewcd i n t e r -  

m o n a l  distribution in p o s s e s s i o n  o f  t echnolog ica l  information 

know-how, we must eva lua te  the co l l abo ra t i on  p rac t i ce  of Indian 

B o p o l y  houses. C o l l a b o r n t i o n  has been t h e  most e a s i l y  available 

t o  obta in  t h e  roquired technology f o r  expansion and divers i f f -  

w o n  i n t o  new i n d u s t r i e s ,  f o r  I n d i a n  monopoly and o t h e r  business 

mfles. It would be  o f  in teres t  t o  international firms t o  protect 

mir monopoly c o n t r o l  over technology and perpetuate  the dependence 

Wjtheir c o l l a b o r a t o r s  in under devolopcd countries . But the  in- 

weat of the i r  l n d i n n  partners  obviously  lies elsewhere. The smaller 

BS;mo~opoly houses do not g r r o r a l l y  p o s s e s  t h e  required resource 



base t o  assimilate thc imported technology t51.mL~qh t h e i r  cwe a 
a c t i v i t  ics and acqui re  t h o i r  own tcchnologi c a l  base. Eut a 
large monopoly houses would t r y  to progressively roducc tllcir 

pcndcncc on imported  technology, not for t h e i r  e n t i r e  acttlitia 

b u t  only f o r  thesc srens in which t hey  I i~vc :  already i n p o r t  $2 a 
noloc,y.. This reduction they could nch icvc  by - ( 1)  en tc r i sg  ia 
collabora*iun agreements th less oneraus tcms ( in p a r t i z u l a  

would refuse to enter i n t o  ngreencnta rrhich inpoa e raatric. t iolq 

t h o  I n d i a n  pa r tne r  to devolop now p r o d u c t  rzngc baaod on the a 
h w  suppl ied by fo ro ign  firms; (2) by inc roan ing  the R&D m t i a  

f o r  ads3milating foreign te;.lnology ( 3 )  by rtducing i m p a d  aom 

in pro6ucts made through collabo ra t ion?  

Thcro is not much doomcn tz t i on  t o  exmine whether 1 

monopoly houses have r e d l y  differed much fron their nan mow= 

couaterparts  in d l  t h ~ m  mpects, And sc n l z o  carnot expect4= 

e v c r y  c o l l a b o r a t i o n  agrecncnto entered i x t o  by t h c  I n d i a n  a o n a  

houses would bo of s m e  nature, s jnco a#' nature of technology 

determince fihc nn:urc of agreom~nts. May of the publiahcd 4 

mcnts do cont d.n rcstx ict ivo  c l m s c s  through w h i  ch in tcrnetiod 

firms rncy excrcisc absdlu tc :  c o n t r o l  3vor every ns?cct of >rods 
of not  only oxisting products but r.130 of the  future produCt8-W 

m a y  bc produced in thc .collaborating I n d i , ~ ~  f i r m ,  But, it ism 
kno~rn what kns been t h e  fete of such ngrcenenls in p:znctice. a 
on9 i n s  t m c c ,  we find t h a t  it is thct Ind i an  aonapoly h m . ~ ~ c  whiW 

rcall-g dctcrnined the futur course of the jqint  venturo. 1n.m 



I]tIse, Cumins, an intexnakionrl g h n t ,  h2s entored int:, a cola 

Fration agreement with Kirloskar t o  s c t  u> c j o i n t  business vcntuxo 

p r  tho n~nufac tu ro  of diescl engines. F i f t y  per ccnt  of the equity 

t f d ~  f im Irm held by cunnins and 25.5 par cent wm held by Krilos. 

moil Engines. After somc ycars the j o in t  vcnturc r m  i n t o  d i f f i -  

B t i m .  Cwamkm wanted to m a k e  tho p l a ~ t ,  cstablishod undor the 

F l ~ b a r z t S o n  agrecnunt, a s inglo  product plant .  But Kirlosknr 

p t o d  t o  use thc idle capacity to service their own engiacrr and 

mduco p a r t s  of thoir own cnginc. In tho cnsuine conf l i c k ,  "Con- 

mnagmcnt decided to the Indian w a y  and lct Indian Mmago- 

run tho show", According to Jack Baranson, who has docuncntcd 

FB canf l i c  t ( the) omrriding consideration in the cummi- dcci- 

mh K--8 that it hnd l i t t ~ c  -Iternntivc but t o  go along with Indim 

meroncoa. ( ~ i n c  4 Ind ian  laws govermicg f orcign enterpria o favour 

citLecn, in LIIIY running encountox with indus trial authori-  

148J tho h r i c n n  par tnc r  would probably 10080 auti', 

In a n ~ t h c r  agrconmit bobreon Tolco, a Fata f i r m  and D ~ c r -  

mr- for omuf ncturing trucks, i t was st ipulatcd : - "0 n the o x p i r w  

,or *elpinotion of the ngrcernont, Te lco  may o~ntinue produc t ion  

tho b n a f i t  of p l l  technical informatian nnd oxporiencc ncquirod 

w ~ t h o u t  the usc of the Dflcr-Bcnz nanc or t rado  nark in my 

~ e f * 1 4 q / A n ~  Pelob now produces Truclcs undor i t s  own Srmd nmc. 

difficult t o  assart  the reproson5ativsness~ of auch cmcs and 

wk dgeroW study with such pcrspoctivo may provide the f i n a l  

6 mot is i n p l i a d  here ia that thc I n d i m  monopoly housos do 



p osscss thc  z b i l i t y  t 3 becone . techno1 . q i c z l l y  i.r,dcpcr,dont iy 

c c r t ~ n  crc?.s of p r o d u c t i o n  through t h o i r  prc-ctice of c a l l a  

t i o n ,  wi'khout nccossa r i ly  Scing s o  in t h c i r  wl~ole rnngo sf f 

a c t i v i t i c s .  

k c c o s s  f o  in tcrnat ionol  narkct: 

k stcgnnting home narket hcs conpollcd the Indian  c a m  

t o  l ~ o k  f o r  ncrkef abroad, The r i s i n ~  i m p o r t  bill and debt 

chargos have been c d J i t i o n a l  compul~ivo f orccs,  Tho nosd fa 
ncrkcts ?xc nore in the Indian nonopoljr scctors where oxccs lm 

c i t y  11- been cxis t i n €  fox 3 l one  t ine .  E n t r y  of I n d i a  rnp- 

houscs in t h e  i n t e r n c t i o n d  mrkct would run counter t o  thc 

o f  i i i t e r n j t i o n d  f irns J~ developed countrics, which hnd b c o m  

nat ing the in te rna t iona l  narkct for snnuf ncturcd produo ts, 

t h c  i n t e r n a t i o n a l  f i rm  nay prcvont thc n n t r y  of I n d i m  firm= 

i n t o r n a t i o n a l  mcrket is t o  imposc orrpnt r ~ s t r i c t . i v ~  cl&uacs a 
. c o l - l z b s r ~ t i o n  agrecmcnts. From thc FiiI survey, it cavl be s08m 

52% of  dl ngrecmcnts in minor i ty  antorpriscs ha2 expor t  rest- 

clauscs.  Tho corrcsp~nding figure for >uro technical, c n t c r p a  

=/ w a  only 37%. h o n g  a l l  lcinds of  rcs tr i c t ivo  c lmtccs ,  we 

t h o  export  clauses t o  be the most i n p a r t  onc. Tho intornationa 

in their cff ort to d i v i d e  t h o  intornational market Dong  thcmsa 

impoec these res tr ic t ive  clausos , 2nd thereby f crrce t h o  ~nhianl 

capitalists t o  confinc thennelvos in the Indian market done.- 



pa~f be expected t o  become an important aource of conf lfcf between 

Rhe Indian .monopoly houses and the metropolitan bourgeoisie, 

Fiii) Control over the state: 

88 technology is the trump card in the hand of metmpo- 

pitan bourgeois1 e, s o  is the control over the sta te  in the hand 

pf I n d i a  monopoly houses. I t is the Indian S tat e which has t rf ed 

Po break the monopoly of foreign capi ta l  in some v i t a l  aectors 

the economy l ike  Pef roleurn, drugs e t c ,  e i ther  by entering it- 

Celf into these sector or  f-orcing the foreign firma t o  Indian 

~ollaborators along with thern.=/I t may be true that t he  degree 

pf overall control over the Indian economy exercised by foreign 

mpital haa not been subs*;antf a l ly  reduced, but the nature of 

Fqendence of the Indian economy on tho met ropol i tan  oconomy 

FW definitely undergone drastic changes. India is no longer 

Fdpendent on a single national economy fox the supply of technology* 

papital, W well as market f o r  its oxport, The very fact that 

Indian government has assidously tried t o  deve lop  l inks  with 

mci a o v i e t  black suggest t h a t  the s t a t e  has actcd in a way to 

pawe India's  dependence on a single economic power. The policy 

import subetitutFon along with some restrictions on indiscri-  

mate import of forcign capital  has def ini te ly  helped the Indian 

~ourgeoiaio in generd, and the monopoly houses in particular 

I)5 grow at a faster rate than would have been posofble otherwise. 



S e c t i o n  IV: Concluding obscrvzti~ns - 

l ie  nay nbw ammarine t h e  sal ient  p o i n t s  of qus above 

d i s c u s s i o n .  

( I  Our discourso has been airnod k d n l y  to lay dowa 

c, frame' work f o r  a n d y s i n g  the Indian bourgeoisie a3 -a social; 

class. 

(2) The p r i n c i p a l  feature of o u r  framework is that w$ 

have_ t r i e d  to makc a systematic enmera t ion  of the  'contr : idiaa 

t h a t  should form Che necessary p o i n t  of depa r tu r e  f o r  u n d e r l a  

such a class analysis ,  

( 3) The Indi,m bourgeoisie has n o t  been looked rpon 4 
. >  . . . ---'-L / > , -  ;--: - s homogei~aoua wilclc: . , .,_.,. , L,.; 1?.;n a t r a t i f i e d  i n t o  t w o  sa 

nmcly  raonopoly and non monopoly bourg.~iaie. 

( 4 )  Vo have then.studiod ths contradictions between ta 

two s e c t i o n s  o f  the Indian b o u r g e o i s i e  and found that the qdg 

t essence of all these contradictions gets manifested in the em 
p o f i c i c s  which are discriminatory i n  f avour  o f  thc ~ c n o p o l y  

sect ion.  
. . , , 

( 5 )  Finally the ro  exists con t r ad ic t ion  betwemzn t h e  4 
p o l y  T nd ian  bourgeoisie and t h e  m e t r o p o l i t a n  bourgecisie, altm 

in m a y  respects they z h n r e  common interests  aa againot the  ia 
tere~ts of the nomonopoly  Indian bourgeoisie. 
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