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INDI AN BOURGEQISIE; CONTRADICTIONS AND CONFLICTS

INTRODUCTION

Class analysis of the bourgeoisie of an underdeveloped
country has been undertsken generally from tw_o‘ differe_nt approa=
ches. In qne_approach associated with the names of A.G, Frank,
Samir.Amin, I.Walleratein and others, the bourgeoisie of a back—
vward hatiqn is treated as g more or lesé indifferentiated single
elass, in facf a part of the world capitaiist class, and then..
the contradictions that differentiate this class from other social
éiasses are studied.-l/ In the other approach, initiated by the
Third International and iater adopted by the Communist parties
§f fhe .underdeveloI)ed' couhtries notably by the Chinese party,
:’Ehe differentiation within the bourgeoisie of a backward nation

appears to be of primary concern.

There, however, hardly exists any criterion to evaluate
the plausibility, theoretical and empirical, of any such frame-
work of analysis. ;_Acoording to our understanding of social classes,
i.'.t is only the ex__i.stence of relation bf éontr_adictions .betwaecn
the mombers of a .well defined social group of ecconomic agents
with ofher economic agents that qualify the social group under
congid'eratioxi to be treated as a well demarcéted social class
or strata. In other words, a system of social classes and strata

may be defined as a sys‘tem of clustering (nonexhaustive_)_ of eco-



nomic agents so that the contradictions existi ig between membed
belonging to two different clusters tend to dominate whatever

the intra cluster conflict of interests that nay cxist.

Therefore, & class analysis of the Indian bourgeoisie
should be ultimately an analysis of cqntradictions that differd
entiate the Indian bourgecoisie and various segements within it
as a distinct social class.or strata. The presept paper gives
a systematic description of the contradictions that are releval
for evaluating the differént hypotheses implicit in .the approaj

ches mentioned aboves

Some limitations of our analysi: need to be clearly staf
ed  at the outset so that no misconception arises aboutrthq scoff
of tne present paper. Firetly wo do not intend to present a
political economic analysis of the process of capitalist deve-
lopment or rather of underdeVélopment in India, although wo agl}
that any study of the Indian bourgeocisie would not be complete

without itf

Secondly we do not claim to have made a comprehepsive
analysis of all the aspects of the Indian bourgeoisic andvno
definite conclusions about the éléss behaﬁiour of the Indian
bourgeoisie are proferred. Our exercise remains more at the
methodological level in the sense of laying down a framework

for making a more broader and fuller class enalysis that is



cglled for. That is why,'we have not madec any great effort

in bringing the empirical material involved uptb date,

Thirdly we have excluded the agrarian bourgeoisic from

our scope of analysis,
The plan of the rest of the paper is as follows.

‘In section I, we discuss the two theoretical frameworks
‘in greater details and outline our own one. In section II and

‘III and relevant sets of contradictions are discussed,

e o

I'2thod of Analysis ado, ed by Gunder Fre:k and others

"In iodays' underdeveloped countries”, A.G.Frank writes,
?'iprobablff, ownership of the mears of production is better index
iof the bourgeoisie than it is in the metropolitan countries where

feorporate control has come to play a relatively greater- role"g/

Mherefore, Frank argues, "the capitalist productive organisation
;d,n' the underdeveloped countries relegates owners of large scale
i‘iaﬁd, domestic trade, international commerce, indus try, finance
7all together to Bourgeoisie" '.5/ Furthermore, "there are no con-~
Elicts of interest between these any more than one can deny

ﬁh'a.t there are such conflicts betwcen say, capitalists in the



United Stater and in Germany or anywhcre 013.3,,rr-‘l/ And final!
"by virtuc of their relation in the »roductive process to t
proletariat, these capitalists in the underdeveloped counsr
are allied to analogous ones eclsewherc .and to the bourgeois

in the remainder of the periphery and in the metropole."i/

It may be¢ argued that Frank was mainly denying thoe exis

stence of an independent national bourgeoisie in the periphery

and did not attribute homogeneity to the dependent bourgeoisid
at its every level. But the questionlis precisely this. Whe_zi
Frank denies-the existence of an indepondent national bourgeol]
he necessarily denies the existence of a peripherial bcurgeoidl
of o class intercst of its own-a class interest distinct and

cortradictory from that ¢f the metropolitan bourgeoisie.

The eleaent of oversimplifi;:at...on implicit- in-%he abod
- wideranging conclusion is in fact rooted in the way Frank and
other writers of the so called 'Dependency School' ccnceive
peripherial economies as such, The peripherial economies in

their vie¥, arc orgenically linked with the metropolitan ccoil]
and together they form a single 'world capitalist system! .-6'/I
Frank himself writes, "underdecvelopment as we know it today, §
economic development as well, are the simultaneous and rela'
products of the development on a world-wide scale and over a

history of more than four centuries'a‘t least of e cingle intd

grated economic systen: capitalism" .Z/Therefore, the particull



of the peripherial economies, the role of internal classeé, many
of which are associated with pre-capitalist organisations of
production are not taken note of in an appropriate manner in
such a conceptualisation of the peripherial economies, And what
is more important, the unity of the peripherial economies with
the capitalist economy of the developed countries (i.e. centre),
the integration with the so called world capitalist system' has
been considered mainly at the level of exchange. In other words,
8 world network of commodity exchange has been taken for a world
production system which is only gradually taking shape since
there still exists severe disjunctions between the national eco-

nomies and also within a national economy (for many countries) _§/

A‘more fundamentgel :criticism of this approach has been
?ade by Giovanni Arrighi in his letter to Frank, where he has
%bSefved "[' In this approach_? the analysis of the internal
E;t'ructure is always subordinated to that of the external con-
E;ﬁitiona;....;. Explanations of the development of things are
pot fire_tt of all looked for in their internal structure and con-
Etradictions, analysing, once these have been identified, their
';di.alectical interaction with external conditions ses.... Instead
Ij......... external determination of both phenomena - internal
%ﬁ-tmc_tures and contradictions"i/are looked for, Imn fact, the

say Frank analyses the bourgeoisie of an underdeveloped count;-y,

¢
%he class character of such a bourgeoisic ceases to be a proble-



matique and is practically subsumed under a vory general defi-

nition of a world ocapitalist class,

The other gpproach:

Thg essence of the other approach lies in the study oi
"the' dynamics of the dependent socicties as the dialectical unif
of internal and external forces“:lg/ This approach, however,
defincs a very bfoad sbectrum of particuler mcthodologies:ll/
The only common denominator in them ié that "the relationship
between qxtérnal and internal forces” is conceived in them "as
forming a complex whole thosce structural links are not based on
mere cxternal forms of exploitation and coercion, but are rooted
in coincidences of interests between local dominant classes and;

12/

international ones" ,~—

The local classes in third world countries are rot seen
in this type of gnalysis as mere reflections of the relatioms
obtained betwesn qlasses in metropolitan countries but ‘they are
looked upon as classes with their own class interests. Which-
ever wayﬂﬁhesa classes may interact with the metropolion classcd
must be, therefore, analysed in terms of their respective class
interests. And in respect of the;bourg;oisie this 'line of analy
enables us;to pose the question og differcntiation of the bour-

geoisie in a backward nation.



‘Digferentiation of the bourgeoisis im the underdeveloped oountries:

¥hy?
. Mhy .

.The cuestion cf the differentiation of the bourgeoisic
in coloﬁial. and semi~colonial countries was first explictly
formulated by the Third International in its colonial th-QSis.lz/'
La‘ter.Mao-Tse-Tung'and the Chinese Communist Party under his leader—
8hip made this idesa of a differentiated bourgeoisie pivotal ele—
‘ment in their political strategy. Mao differentiated the Chinese
bourgeoisie into two sectiqns with pronounced contradictions-
bletweenlthe members of these two sections., These two sections .

were the comprador big bourgeoisie and the -national bourgeoisie

which was by implication medium asnd small,

In the context of vaze Chincse society Maots def.‘.initi,ons
of these two sections of the Chinese "urgeoisie eptly brought
-out the essential features of some rez. categories. A= for example,.
‘the tefm comprador was a.sSocially understood category of economic
:'&genfa"and Mao's definition cnly reveals the easence of their
relationship with 'foréign cnpital ard other Chinesc ¢lasses, In
other words, the categories Mac developed to differentiate the

D

C.hineSe. bourgeoisie was very much rooted in the.-Chinese socisl
‘r-o'ali-ty- -and an uacriticnl accephonce of these cotezories Tor analyse

ing the bourgeoisie in a different country‘ would be primafscie
ungeceptable.

The general observation that can be, hovever, made from

Mgo 3 writing is thot any thoory of differertiation of the bour-



geoisie in a peripherial edwnomy must be based on an analysis
of the relationships that exist between the local bourgeoisie
and the metropolitan bourgeoisie and also between the local
bouréeoisie and the dominant classes in the pra capitalist se-
ctors, The simultancous existencc of these two factors - one
eiternal which is the presence of a very developed capitalist
classos as alien forces, and one internal which is the extensi]
prevalence of precapitalist social and economic institutions g
social classes associated with them = gengrates the structurs]

differentiation within such a bourgeoisie;l&/

No such structural differentiation howaver,.occured in
the casc of the bourgeoisie in developed countries. During
process of their coalescerca into é social class, the capitalff
in the devedoped countries has %o Stru‘ggle hard against the ¢fjj
that were dominant in the pre-capitalist modes of production,
The rising industrial capitalist even had to struggle against
the monopoly merchants of the mefcentilist period who were nof

associated with any radically new mode of production,

But when the capitalist mode of production had become
all pervasive and the dominant one, the intra bourgeoisie coni
tradictions were obsershadowed by the more fundamental contrall
ction between the working class and the bourgeoisie. Since iffj
ultinate source of profit lies in surplus value (i.e unpaid sff]

plus labour) all categories of capitalists, large or small,



industriasl ¢+ merzantile, have to close their rank against any
assault on their very basis of existence i.c. profit. The con-
petifivq struggle‘among the capitalists_thus becones secondary.
Inléimcé éf crisis, howevor;.ﬁhen the excess capacity sucfaces
{n;ﬁéﬁy bréﬁches of iﬁdustry, the struggle for survival within
thé capitalist ciass may become fierce. And the typical capita-
jiist bﬁsiness.cycle of accumulation-concentration (and/or over-
_gcégmu;gtion)—crisis—centralization of capital occurs, with the
uélimination.bf unsﬁccessful firms by the successful_ones through
- merger, talkeover etc, The recurrence of this cycle leads to
#‘qualitative transformatica in the structure of capatalism
itseif. The caznitalist sector gets d: dided into two parts - one
;paft consisting of the oligopolistic large firms and the consist-
ing of smaller, socollic 'iomol prolit firms';li/ The baSis.of
this division, according to Steindl, i. the differential cost

structure and hence profitability between the two sectprs:lé/

It is possible to point out many more such features distin-
guishing these two sectors but one point that needs to elabora-
tion is that the formation of lérge oligopoiiSticlfirms, which
lare now expanding their areas of operation to évery corner of
Phe world, has been a natural outcome of the struggle betwecn
Ebmpétiﬁive'firms and also of free operation of the market forces,
Ehis is, hqwever, not to deny the role of other fﬁctors, like

ideliberate state intervention in promoting an oligopolistigéﬁf?fk |
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But things are quite differeat in the context of an
runaerdeveloped country like india. Iflere, as we have already
argued, the highly concentrated nature »f the capitalist sector
did not result from any freec play of narket forces as such.
Rathcer this cowld be seen as a result of many other factors like,
the dominance of foreign carital, policies of colonial power,
sy -.L size of the markgt. In other words, the monopoly ard non-
mo- poly capital, if these categories exisf, would be relcted

in . different way in a country like India.

It is necessary to put a note of caution at this poiht.
Wh. i er there exists any differentiation within the Indian bour-
ge}{.ie is the issue at hand and we need not prejudge it. To
gritle this issuec we nmust study the contradiction that may exist
between various sections of the bourgeoisie, What we haove dis-
cuassed abové is only to point out the reasons for cénsidering

this questiown of differeniiation as & relevant one.

Tw. section of the Indian bourgeoisie:

Before we discuss the contradictions between difféyent
sections of the Indiun'béurgeqisie, we haﬁe to identify, on
apriori grogn@s,/the séctions of the bourgeoisie that we are
goiné to discuss, A cafitalist, by Marx's~definition3 is the
human embodiment of one end of a social relation which has been

called ‘*capitalt.’ Capital'representsla sum of exthange values

which become capital only by "maintainhing and multiplying" itseq



ij.‘his criterion of accumulation on an oxpanding scale is meant
to exclude from the ranks of the bourgeoisie, the petty capita=’
lists who has little or no scope for accumulntion‘.,on a .sig'nifi-
cant scele. In India, the capitalist form of activities of

eny significant scele may be found mostly within the core ‘and
sncillary sectors..*and hence the bourgeoisie may be located

postly within these two sectors. Furthermore, it has been h™+a.

o

rically found that the corporate firm is the best suited f¢le=‘
ol

| ierne

unlimited accumulstion of capital. An individual entr_eprepe\-"'“

drive for accumulation is constrained by the amount of <:a.p1.l"-.;‘5 '

he individually can commani., The corporate firm gives gn 1"1;;
i

vidual entreprencur or a group of centreprencurs an unlimj U‘"j‘#a
7y S

access to the total available capital in a society wlt"sug'ﬁ"bblfi_iiéh
dessroying the private naturc of control over the process of h
accumulation., Thus the most advanced 2nd developed form of |

capitalist operation is to be found in the corporate sector, l:a(l

£

¥

We may therefore identify the bourgeoisie in India o8 -
o/

consisting of two Smaller social groups which are the corf."ff_;" X

. '"Qe L)
industrial bourgeosie and the corporate bourgeoisic active‘" -
\ - oslpoly

the ancillary sector. The line of division is drawn here 2}

v

A

XJ.neti °
D

nay justify this line of division within the bourgeoisig D) -

the spheres of operation of the individual capitalists,’ Ve

arguing that substantial contradictions may be expected to be~

present between these two racial groups. Our argument w',oul;r_c’
. . ce

however, be valid in situstion when the capital functioninga

The core includes all sectors of economic activity '™ |

the ancillary belongs agmesn~s -7 -~
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fhese two sectors are largely independent of each other. And
such a situation might exist when merchant capital to a larg@
.deals in good produced in pre-capitalist sectors. 1In India tll
afe very big traders dealing in agricultural commodities and{
sdé!ﬁu;ely financial operators,'specglators etc; who may be said §
mdaéké'funcfioning relatively independently of the process by whif
iri;._-;]\r:bductive capital is produced and reproduced. In India this
séction is not an insignificant part of the bourgeoisie, in {§
'}léoéial and political power its members wield. Important ifj
Whgthprh section of the bourgeoisie is, there exists'very little
2ediBin: Ttative or qualitativ. information abou* it}lZ/
s of
be;

:hardly any rigid Chinesewall between different spheres of opef
cu ’

Furthermore for an individual capitalist there exists

tﬁJand'interpenetration between productive capital and purely cd

zal and financial capital if a fairly common phenonenon,

?m'a class point of view, what is important is how capitmll

aﬁised and how the control over the accumulation process if
jFin$ exercised, In India the decision making centre for big
¥ ooy ‘

':".fal is not located within the firm but within the family
~Akaﬁdﬁlg

based business houses. Tor a particular business house, the
ap :

. Atal cepital is allocated into various activities and what if
go:ﬁ% -

IHeht +5 be maximised is the total vrofit accruing to a housl
human -

a1l (not the profit of an individual firm belonging to the houf
c e .

: . ‘¢, our primar uni*s of analysis are these fanmily bas
which becoife P v ‘ v : anily basd



E@usiness houses.la—/ We stratify them, into two sectionswnemely, -

Bonopc ly big business houscs and the rest consisting of riedium l.;:
Bnd small business houses and study the contradictions betwéen |
Plese two sections of the bourgeoisie. Let us clarify the con~

Pert of 'business houses' and 'monopoly business houses! thgt 'It“ ]'

Beve been used in the context of India, in a greater detail,

ki_ges" houses and MNonopoly houses:

The. term 'business house' essentially refers to a con"s\t
P -...
[rerate of corporate enterprises under the control of a un.’n.twrl"h
Bnragenent. A business house, or equiv.lently a corporate grouy

[eording to Hazari, “"consists of firms which are subject to b ol

PRision rmaking power oif commoa authority! —i/the decision vari

of
[ "pr:.ces and profits, investments, production, purche.m SI\
- «:
195; GInployment and labour". -29-/ . nel Ve

As a business organisation, a business house hes %wo QOHOWIS

BEential features. Firstly, = buginess house drawé its ent{'e"r

ERourial inputs from a group of closely related families, 1n-€°1n°d
BEd of from en individual entrepreneur.
Secondly a2 business house, in its organisational practic.

‘bles an investment cum financial firm more closely than a

Iy industrial firm. There is common pooling of capjrtal at



14

thr. group level and investment is made in different branchf]

industry according to its impact onoverall profitability.,

Nathaniel H.Leff has very aptly sumsarised the actifl
¢f a zroup in the context of Latin dmerican economy in thel
ing words and it can be readily secn that they are entirelj

-2able to the Indian business houses as well:

"Sonewhat like the Zaibatsu in pre-world War 11 Japf

geroup invests and produces in several product markets rathill
Wh_e‘flf?’-‘]?ia a single product. These product markets may be guite @
gcoi:?le‘ng“ for cxample for consumer durables to chemicals t§
set‘.."-olling. These activities have some’ciu;;s been selected of

bel vasis of forward or backward in_tegration. In other cases)

“hinveatnents have been made in product markets which are ulll
cu

o ® put in activities where the group's technical and managerfll
n:

g Ebilities are applicable as inp'uts."-2—1/

, In fact, such group pattern of business organisatif]
Twg 1510,_*;

‘mmon to underdeveloped countries and can be ”understood'

31l -

3croeconcmic response to well known conditions of marketij

RE:3 kN

3/;&'&
Jo!

apl\.

the less developed countries.”g-g/

) Among these corporate groups, a fow have been tormndl
goi

N QX ,Hazari and subsequently in various official documentsi
i

‘usiness Houses or ifonopoly Houses, Only houses having aill
calle
ove

-‘:ﬁné ar=itarily decided level have been so clasaifiil
which s -



R only differenca beiween the monopoly housaes and non mdnopoly

B#es, by thisdefinition, would be a quantitative one of size,

If we go Ly a wexit-boet Gefirition, a monopoly_fii’m would
BEone vhich is a single scller or & definite product.—gz"‘v The
ilﬂical gtility of sveh o dc‘finition is clearly not much, for
-,' purpose. The essentisl poiut hore is g firm's ability to in-
jence the product marxet prices. The point of deparature for
ﬁn notion of mononoly is narket{. 3uch a notion of moropoly
Beht be useful fOI: anelysing monopoly pricing policy and related
Prects of a firm's behavious in market. But whe'n we want %o
‘ierstand the nonopoly bourgeoisie as & social group, \&e must
ﬂz:is:i.der the shenomcrns of ::onopoiy in its totelity and not vr:_th

Pesrcct to product marlc. alone.

Hazari ¢4 othcrs, there ore, 7~.~_ve-tt'ken the size of total
Bepital cormanded by o business house to be a surer indicétor of
§ts overall nower in fl. E.t.‘:‘:}?‘lOI’._S",h IBut.sire p-er 8e ccnnot be
Baken to be a distirguisiir- fouivre Of the moriopoly-héuses. We

Bust look for some quelitotive aspects distinguishing the monopoly

Rouses from other ~nd thosc aspects moy be expected to appeai‘

- . . ) et 5200
paly after the prvednckive zssets of r business housc has attained

B certain minimwai size,

%e can point out trhree such qualitative aspects.,
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(a) Spatial Diversity: In terms of location of il

and market for the products, the monopoly houses have af
character, In other words, the domain of operation of ull

. 2
houses is the national economy and not a regional one.—q

(b) Ipndustrial diversity: Industrial activities {

monopely house are not confined to any particular indust'
are spread ovor a number of industries including trade, '

to forward and backward linkages .35/

(c) Financial Linkage: The monopoly houses have off}
to capital market in general, through their control and offf
links with various banking and insurance companies, A nufl]
important banks have been identified to be under the contff

‘ 26
onle Or more monapoly houses,—

We have till now talked of two sections of the Indil]
bourgeoisie, namely the monopoly houses and non monopoly o‘.
business houses. There is a third bourgeois interest grouf
operating in India. This is the imperialist bourgeoiéie, |
Bénto_d by foreign capital in India. UYe can think of three JJ]
hypotheses about the nature)of relationships between thosal

groups, and the contradictions arising there of,

Three broad hxpothes es:

The first hypothesis may be stated in the following wj
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There is & coincidence of interests of and a no:n—-antagoni-
8tic relation between the Indian monopoly houses and foreign
capital., The non monopoly Indian houges are directly threatened. .
and dominated by this alliance betweon the . internstional and local

21/

monopolied

Following Merhav, it is possible to describe the nechanism

of establishing such sn alliance in the following way.

Let us assume that the market for the industrial products
_is--so restricted that any particular group of related products -
~ean be supplied by & very rew plants of large size with imported..
'capitai intensive technology. Even .1is smaller d-emand_structure
for o specific group of products may be further fragmented due to
the. product differentictlon tha* lo nade possible‘ by the demonsltr;-"
‘tion effect of consumers' taste im the advanced countries, Now
‘1f we further assume that the economy is "characterized by a stru-
cetural :jL‘ncapacity “ho producé the capital goods required for -

I 28 . \
-growth" -—/-this technological dependence then leads "to the emer-

-;ence of a monopolistic’ structure because the scales of output-

"th,at must be adopted to introduce modern method of »roduction aré.
.zlarge rel"ati'v-e to the extent of initial market“TgQ/ ‘Now the Indian-“'
\BOnopoly house to re’cain their control over the supply of products. |
;ve-nter into cecllaboration with international monopoliies, get access
fto their most advanced technology and in return shares with them

Ela part of the monopoly rent that accrues 5 them. The smeller o

iﬁize of the market ensures a high degree of monopoly and high rate-

gf"'f)'f return to malze this sharing, advantageous for both the ﬁarty;: ?\

L
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Remembering thet international market for most of thi
industrial prod;xcts is highly oligopolistic it can be said 8
the dominant international firms have an interest in helpinj
the Indion monopoly houses to zet the advanced (tnot necessal
the best ones) technologies, often at credit, since in thatl
they can both beat the tariff wall and their competitors asf
A conflict may arise if the internationsgl firms seek to invi@ll
directly without any collaboration with thel local monopoly i
geoisie. But in the long run that strategy may turn out tolll
politically suicidal since they would then éxposc themselved
a co»stant threat of natioralisation with no loecal interesti

defend then.

The intornational firms would prefer to collaborate Wl
the local dominant bourgcoisie to any collaboration with thd
smaller and medium ones since that wouid ensure (i) a betted
relationship with the host state in which the local monoﬁol’
have a greater control (ii) a well developed marketing netudl
and a pool of énmpetent nonogerial persons which the local il
poly houses have (iii) an? also access to domestic credit. I
large plants based on imported technology in the monopoly sdi
and a S8lowly developing market jointly ensure a constant pr§f
of excess capacity in different industries, which acts as 2]}

to new productive investments on the part of non monopoly

hous c‘s .-32/



In the second hypothesis, roles of thcvmonopoly and non-
monopoly Businass_houses are reversed but the structure of over-
all dependeﬁce on the foreign cepital is retained. Since the
nonopoly houses are better placed in terms of capital and control
over the home market, they, have, it is postulated, better leverage
to choose a suitable collsborator with less stringent conditions
for c¢ollaboration, shop for the best technology at a minimum
price and obdain credit in the iﬁternational capital market more
easily.ﬂ/ Their desire and capability for attaining technologim~
cal independence through adaptive innovations is much greater than
that of smaller non monopoly houses. The non monopoly houses
heve diversified to a lesser extent, are much more dependent
on u'particular project and hence their surviial is at stake if
§0me collaboration projects floundvr. o they have more subser—
vient relationship to the foreign capiial than the monopoly

‘houses have.

Since the individual Indian monopoly houses are pigmies
compared to the giant international firms, fhey use their State
to cyrb the growing influence of the foreign capital to force
them enter into collaborstions with the monopoly houses at favour-

‘able condition to the later.

According t¢ the third hypothesis, the entirs Indian
bourgeoisie has been integrated with the world capitalist structure

and s fully dependent on the imperialist Bourgeoisie. The
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scenario is best described in the writjings of A.G.,Frank, the
Chiof exponent of this thesis, Though Frank states it in the
context of Latin America, his thesis may well apply to the

Indian case.

"Since the metropolis" Prank writes, "pre empte an incr]
inz share of the mdst.profitable Latin American busincss and
forces the remainder into growing cconomic difficulties, thc Lill
American bourgeoisie that lives off this less profitable businf
ig left no choice but to fight - even if vainly - for its surfl
by iicreasing the degree o. vage and price exploitation of its
petty bourgeoisie, workers and peasants and in order to squeezq
some additional blood out of that stone, ... For this reason 4
almo;;t the entire Laotin Amcrican bourgecoisie is thus -thrown infl
political alliance with ~ that is in 4.2 arms of —~ the metropolll
tan bourgeoisié.'zg/ And finally, the inevitable future of the
peripherial bourgeoisie is to became, 'associates, partners,
burcaucrats, suppliers and clients of mixed foreign~-Laotin Anerd]

enterprises and groups".ﬂ/

These three hypotheses essentially describe three difi‘eﬂ
ent structures of relationships (i.e. contradictions or lack of]
it) between three dominant interest groups within the capitalis,-]
formation (obviously excluding thosc sections we have not consif]

ed i.e. purely mercantile and financial bourgeoisie, the speculd
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tors otc.) so, what we require is - to study those contradictions

%0 vhich we pass over in the next section.

Section IT

Contradictions between two sections of the Indian bourgeoisie

The contradiction, between the monopoly Indian bourgedisie
iand the non-monopoly Indiar bourgeoisie may ~rise principelly due
o two broad strategic objectives that the monopoly bourgeoisie

Bay pursnc vis-a-vis tho non nonopoly bourgeoisie,

The first objective is to prevent entry into those area
Faere monopoly capitealists are interested. The second objective
gs to équeeze out the e¢xisting non monopoly capitalists from the
R_'-hdustry where both are operating. The measures adopted by the
Epnopoly bourgeoisie to realise these two objectives give rise
ngcontradicfions between the two sections of the bourgeoisie.
Bhose contradictions are grouped into four broad types, arising

Bit of -

(1) Control over technology

(ii) Product market policics



(iii) Joatool c.er tho credit marked
(iv) State policies affecting operations of the private
corporate secutor,

A note of caution nust be given here about the discussiii
thet fallow. I% may later so appear that we have substituted
contradictions between the big and small bourgeoisie for the
contradictions between the monopoly and non monopoly bourgeoifill
Biﬁ-nes.s and smallness obviously refer to & purely quantitatilll
dinension and no social strate or social group can be differei
tiated with the help of a quantitative cheracteristic atone, i
obviously a certain level o; bizness or size gives rire to sill
important qualitative characteristic 1+t shared by those belod

that level,

He have idenbtificd the monopoly bourgeoisie by 3ome
qualitative -~zpseote ¢nd ideally we should have coanfined our
attention only to thosc fuctnal evidencc which signify contraf]
ctions between the nonopoly bourgnoisie such defined and the Hll
monopoly bourgeoisie. But in the official reports, the majorl
source of our information, all the business houses with capitf
,assets.above a certain level, have been classified au monopolﬂ
houses. It is not possible to judge dofinitely, how many of Wl
houses actually posses . .those qualitative characteristics thatif]
have identified ac defining ones for the monopoly becurgeoisiel

But, it can be said that thore would be not many business grii]



23

Eitside the officially identificd big or nmonopwly hous s, which
B2y posiess all the above mentioned characteristics, Therefore,
Eith some reservations notwith®tanding, contradictions that are
Being shown to exist hetwcen the nonopoly or large business houses
By official definition) may reasonably pass for the contradictions
Eétween the monopoly bourgeoisie (Dby our identification) ond the

BBn monopoly bourgeoisie,

Furthermore, one may legitimately ask whether or not such
[Prretitive strategies apply with cqual significance to the mono-
ly sector itself. Here, T believe, the question of quantity
EEansforning into quality arises. If the monopoly bourgeoisie
IE to be trented a3 o district stratum or class within the broader
[Bov; of the bourgeoisie, “".¢ intra monopolists conflicts muat
¥ relatively in significant comparcd to the contradictions existe
Big betwecn the monopoly and non monopoly bourgeoisie. Obviously

P question of empirical verification remains,

ﬁtrol over technology:

Technology consists of two components - onc may be called
B§ 'hardware of production' which exists in the form of capital
#d° i.o. machines, tools, etc., eunbodying a specific mechanism
[ operation, The other one may be callcd the soft ware of

ERduction which includes the knowledge about product process,
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product designs, process know how and also the skill of trailll

34/

technicians.

The control over technology may be exercised through
control over the supply of cither or both of these two compof]
of technology. In a national economy the monopoly capitalisi
nay, take control over these supplies by monopolising the capji]
goods sector and also taking the R&D activities under its tifl

grip.

At the time of indepondence there was hardly any capifff

good industry in .T.ndiz:rb:ﬂamc~ industrial research and develop]
6

activities were almosts non existent.}—/ India had, so to saff

no independent technological basis,

The Indian bourgeoisie, in palrticular the dominant sdj
of its therefore had clearlj two options, assuming that thei-
the potentiality to intiate state policies consistent with tll
chosen options.ﬂ/ Either they could go for large scale inpof
foreign technology or they could muster all the national resgill
of o‘.ovciop an independent technological basis, importing teclll

logzies only to complement that effort,

As it happened, the first option was chosen and a3 a
there was a large scale import of technology.without any mat@ill
effort to increase domestic R&D activities, atleast for the

adaptation of imported technolo@‘.'zg/ The importance of techj]
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A

import caﬁ be saen from (i) the import ccitent of the invost-
ment in the private corporate sector (ii) the spate of technical
and technicel cum financial collaboration agxoementa cntered by
the Indian firm with feoreign f€irms. Table I presents figucss of
the import content of the licensed investment in the corporate

Ssector for o few years.

Table 1

Share of the import in investmeny in
corporate sector

(in »ercentag-s)

Import component of
Iavestuent {in per-

Tears contage of totel in-
vastment in mach neries)
1959 Thal
1960 T8.3
1961 68,7
1962 : 5.2
1963 - 56.8
1964 61.7
1965 : 0345
1966 69,2
(upto Juno) e

Total for the period 66.8

S : X JHazari: ris i
ource: Rf -Epgsniinprdsetzyateliginine
Report Planning Commission

1 967 p-77 °
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Imnrcrt of *+cchnology was not again restricted to any
particular size of investment and was almost invariant with

the size of investment, as can be suen from the Table 3.

From the Table 2, it can be also scen that this impor{

of technology was not specific to any particular product grof]

Table 2

Import component of investment in various product 210 ﬂ
(pericd 1959-1966 (upto June)

Lomport comnonent of the ;li
Product Groupﬁ/ vestment (in,.porcentagBS)

———— e e - —
- Consumer Goods 66,0
Other consumer goods 6840
Chemicals : : 70,5
Engineoring n.e.c. | 68.4
Machine® and components ) 67,7
Transport equipments ' 7442
¥inerals and processing 4843
Others 6346

‘ A

Source: Hazari, Ibid. p-38.
Note : For details scece the footnote.

But for the mineral industries, variation in the import contdl

of investment for diffoerent product groups is quite low,



Table 3

Impcot component in various size group of investme:ts

Import couponent in the in-

Investment Size vestnent (percentage of th:

(in 1lolthe of rupoes) total investment in respe-
' ctive sizes)

i N B Bt g e e B | B R 2 Gy e B Y e SR o — ———

10 65.7

10 =~ 24 68,1
25 ~ 49 68,3
50 -~ 99 66,5
100 - 499 645
£0C - 999 69.3
1000 and apove 63,4

thie Zidbeegd import of technologys itsclf when iadigencous
‘;chnology nas not taken a viable shape, may act as a barrior for

Ee entry of the non mondpoly smaller copitelists intr many in-

Fegn . A
ﬂcrlr«l ceetors,

Pirstly, the intornationsl market £or technolcgy is highly
‘gopolistic ana therofore the cost of *echnology import is

m. If the non moropoly capitalists thus cannot zfford to pa

g high cost, thor mey also find it difficult and anromunerative
BESotcr an industry on the basis of indigenously available techno-'

sintée they wHhuld face “he problem of nerketing their product



in a market with marked preference for foraiga products amx Jj

the problem of high cost per unit of product.ig/

Secondly,‘ th.e optimum plant size corresponding to thej
technology available in developed countries are quite 1argc’
pared to the Indian market and requires an initial investnand
considerablo a,mount.""!/ This will also act as a barrier for §i

Ay

entry of smaller capitalists.

Furthermore, monopoly capitalists can import technold]
in a ouch more planned way. They can vreperly pre-plan sad Jjj
" technslogy in requirged part. and then can sui’ably adopt it
through some R&D rnctivities which they ~an afford to supnort]
A NCAER study on the iuport of foreign technology has thus cff
ted - "the large firms more o ften proposlc to Lmport separate
of technology such as, pqtents, pl;e invsstnent services and
problem solving Scervices. Smali firms tend to import more ci]
hensive combination of knowledge. The probable explanation
that lerge firms employ technical staff to suppiy a good deai
their requirements of tochnology and go out to buy tec?mologﬂ
when cither their staff or their R&D facilities cannot generd]
’ it, '-.;hi'le small firms have to rely havily on purchases of ted

oy, 122/

nologye.

From the above discussion we can conclude that, &althof

the Indian monopoly business houses do not gencrate the techi
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nological inpuve inte the economy, they cffectively zontrol the
flow of technology into the economy from the international
imarket for technology and force the non monopoly houses to scwyore

conpetition with them in that market.

Contradictions manifest at the level of product mariket

In the product market the moncpoly capitalists and non
moncpoly capitalists may meet in more than one ways. They may
compete with each other in a market for a single product or pro-
ducts which are close substitute of each other. They may encoun-
ter cach other o- buyers or sellers in .he market for 3'.rdust.rial
rev materials and other mesoms of production which are used in
their respective prodi sior | o.ocsics. Ox the monopoly houses may
buy finished products produced by the non monopoly firrs and use
its wide marketing network to market those products, 7o the extenrt,
a particular group of the bourgeoisie derives benefit systemati-
cally from the_ interplay of .".;hcse nutual relationd ¢ - defri-
ment of another, contradictions would criop up beotween she two

groups of the bhourgeoisie.

In a product market where competition prevails, price war

for
i® the clgssical instrument/waging war to squeeze oul the smaller
less resourceful firms from the market.w In India we find very

fev instances where Indian monopoly houses hive used this instru-



ment for ousting é smaller firm from a pgrticul:r product naf
We can suggest mainly two reasons for it. Firstly, the smal]

size of the market and its further segmentation does not mak4

a highly profitable strategy for.any firm to engage in an all

price war to weed out its smaller rivals. The morket is segf]
mainly into two parts, in the case of the consumer products,

segment qaters to the needs of the lower and middle income g}
families, The products, similar in other respects differ sutl]
fially in quality, design and prices between the two marketsd
cheaper, standardised and low quality goods are sold in the |
market, while quality, high priced and differentiated productd

so0ld in the lattcr market. The income listribution of India jj
what is is, the latter market is much more lucrative from thg

capitalists' point of view :nd Las doen, infact, expanding ool
faster in the recent periods.‘ii/ So thc monopoly bourgeoisiell
it more advantageous to leave the former market as a preservy
of the smaller capitalists and striye to get monopolistic pr.
gopolistic control over the latter &erket. And price competil
is not an important feature of this market. Product differeif
tions, high pressure advertisement 'and different sales gimmicl
are the most important means that arei employed to get control_]

over this market. .’"

There is not much information on the nature and extenf
{

of product differentimtions prevalént in the Indian market. - |

the drug industry, to give .ne exanmple, therc are upto 15,000
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products, thouzh the number of basic drugs arz w2ll below 1()00.-4-6'/
The practice of enterinpg into foreign collnborntion to use the
internation:lly reputea brand names on the sroducts has heen a
tommon phenomensn in the Indion industries, which indicates the

dmplicit product diflferentinstions that these collaborations entail.-{u/

High pressure advertising is another well used methcd to
‘ : . _—:4
gnerease market share of the products of 2 particular firm.
Bhe monopoly houses, commanding large rezources, can outbil their
Wivals in influencing the consumer's tastoes and preferences
&hrough large scale adverising in newspapers mnd other mass imedia.
Beoording to one report, in the first 10 months of 1977, 700 of
Be smeller companies had given advertitement worth a total of
ﬁ crores, The average expenditurs per firm comes out %o be
BEves 86 thousands per iirm. 1n the Same period 180 bizger firms
BEuwred advertisement expenditure of R.8.2 crores in all, the

Prage per firm being Rs.4.6 1akhs.—4‘2/

The second reason for the absence of nrice wars in the
in market is the highly concentrated nature of the market in
‘ﬂ?"'snse that the most of the targeted-consumers are located in
BBY big cities whicli are agcin geographically quite distant from
'ﬁflbﬁler.'ig/ In such a situation, it is possible to control the
‘hng network more ecasily by the use of various restrictive
B proctices and substantiai odvantage can be derived thereof.ﬂ/

Gt those restrictive trade practices are (i) appointmen'l: of



sole sellins nonnts, (ii) appointment of exzlusive dealers,
(iii) reszle price maintenace (iv) full line forcing (v) graff

52/

system of discount ete,~’ Through these restrictive: trade pdf
ces, the large business houses can effectively control the willl
sale ond retail outlets for the industrial products and bar
'avt so resourceful' smaller houses from reaching every partjjj
the market. This ability to control the market that the mondil]l
houses possess gets reinforced by their ability to extend busill
credit to the traders and also the bulk consumers,

The control over thé narketing network that the monopd

enables

houses exercise/them cither to emter into product lines wherfl
they are not allowed to enter because of the government fiatd
to ewpand their operationy into arcas whore they are net 2li@l
to oxpand. In such asés monopoly business houses get the prdlj
produced by the smaller firms and market these products throdl
their own markelting network znd with their own brand recme. W
by, ithe monopoly houses can avoid the necessary investment ei
diturc &nd skim off the lion's share of the profit from the |
of these products. To give an exmple,ﬂéodrej and Killicks
nade eclaborate productior arraongement with the smaller produdll
for the manufacture of pressure cookers and “ther donestic agj
ances gnd morketed them under their respective brand names. i
manopdly houses in such situations force the smaller firms t4

enter into agreements whereby smaller firms, "underiake not
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nanuf acture directly or in&irectly for sale either direct or

indirect through any third party" .25/

Another important wny by whicih the monopolr houces cnn
ephance their competitiveness in the mnarket and harm the interest
‘of smoller firmes is to vertically integratc the manufacturing of
two product lines which hove forward or backward linkages. Very
ofteh the monopoly houses or the multinationals are the most
important manufactureré of raw nmaterinls for some products which
afe produced both in the monopoly and non monopoly sector. The
nonopoly houses by controliing the supply anl increasing the prices

.

of row materials can effectively squecze out their spmalier rivels
from the final product market. Federation of small scale indus-
tries' association in Indi . h=v: made o rmumber of allegations
again%t big houses for adopting this muthod;zé/According to one
enquiry undertcken by the Monopoly and Restrictive Trade Practices
(HRTP) Commission, National Organic Chemicals and Herdilla Chemicals
Ltd. belonzing to one monopoly house were "acting in concert and
caused>abnormal increasces in the prices of acetone which (were)
unrelated to tae cost of production of acetone";EZ/At the same time
National Organic was supplying acetone at a through away prices'
to Herdilla Chemicals, an associated firm for production of other

chenmicals and pesticides;ég/

Cartels and trusts are the orgonisational means to achieve

end retain monopolistic conirol over.the market and monopoly rents



34

are secured through regulating the supply of products to thj
mquet‘.ﬁ/ Very few cartels and trusts have been formed inlj
on a formal basis but. there are nssocintions of firms in fdf

60/

industrial products.~' The associations like Indian Jute ¥l
Association (IJMA) and Indien Sugar Mill Association, oftenfll
like cartels and draw up production schedule according to <@l
menmber's market share. One agreement, to give an example, '

IJMA members stipulates o reduction of the production of ju]

goods by 16f% of the installed capacity.'g'/

There has been also agreements. between the large vroff
cers to control the supply of the products, to maintain the
price level and to share the market among themselves. TFor ¢Jjij
the tyre manufacturqrs have entered into an agreemént aﬁong.
selves to maintain at a rcaconable level (sic:) the "prices il
and profits derived from the production, supply or distributiii
of goods or from the performance of any service" .-63/ The agrff
ment provided for "joint action whenever any of ( them was)

threatened" .ﬂ/

Contradictions due to the control over credit market by the
monopoly Houses

Credit is one of the most important instrument for cap]

list accumuletion, Access to g well developed credit market



lenables an individual capitalist to commun. o capital base
Yarger than his own capital. In casc of a running entervprise,
the short term credit always haprnons o be an important part

of the working caopital,

We have already seen that one of thg important feature o
4he Indian mon&poly houses 1is their control o%er the orgenised
banking capital. This close relction between the Indian monopo
hoﬁses and the organised banking sector has enabled the nonopol
houses to embark on large scale invgstment progroammes and tide
over their working capital problems;éﬂ/_aut the non monopoly
cgpitalists who do not have such casy access to the organised
bhﬂking cnpital,-haVe to suffer from the puucity of finds. in
tim.s of crisis and to der>»nd largely either on internally gencra-
ted funds or on the unorganised credit marlket ﬁhere the interest
réfas are much higher;éﬁ/

RBL data on finances of medium and large public Lid. companies:
give the debt equity ratig‘ gceording to the size of net éssets;
’ It can be clearly seen/tgggrfarger companies have
a‘higher debt equity ratio fhan the smaller ones, indicating
that the importance of outside finance in the bigger companies,
4 study of the balance sheets of the 101 industriel glants in
Indis showed that, as against their paid up capital of k;443.34

crores in 1965-66, these c¢ompanies had borrowed Rs,281.68 crores
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from the bank and a further sum of Rs.133.55 crores from th}

financial institutions .éé/

I In other words, the borrowed capital is as nuch imgll
ant for accumulation as the internally accumulated capitaﬂ
for these giants. A RBI survey on the sources of finance '
small scale industries has concluded that "own capital’ (]
fined as owners equity plus funds from directors and silenfl
partners) is by far the most important source of funds for|

such small companies .'6—7'/

According to S.L. Shetty, the largs and medium compdi
cornered 55.7% of ths totnl commercial bank credit extendodiill
1968, while the small scal: Sector got a trifle 6.4%.-@/ vil
the RBI smple of large and medium public limited companiesi
also, we observe thot the companies with cssets not less th’
Bseone crore cornered 98.4, 95.2 and 96,3 mercentages of totdl
bank credit advanced to all the compnnies included in the s3l
in the years 1966-67, 1967—68 and 196869 res;)ectively.éﬁ/ '.
practice of advancing credit by the banks only against some J
asgets automatically ensures that the existing larger firms
get o higher share in the total credit advanced., This inbuifll
discrimination against the smaller firms in the credit polic
followed by the banks, continued éven after nationalisation @
banks, reinforces the /existing concentration of corporate asdll

in larger firms .-72/



State policies as source of contradiction

The last and the most important source of c‘ontradictions
between the two sections of the bourgcoicie is the state :)olicies
which affect the two‘sections of the bourgeoisie differenily.

In the post independent India, role of the State in shaping the
direction of the economic development has increased enorrously.
The industrial and other economic policics fellowed by the Stote
.have empowered the state orga_ns- with enough discretionary power
to discriminate one section of the bovrgeoisie against another,
If the state is assumed to be o non-neutral and biQ.Sed in favour
of ’-SQme social groups aud ciasses, then these policies .could be
-8een to have been adopted in favour ov ithe dominant faction Qf
.the bourgeoisie., It resniuns to be analysed whether such had been

really the case,

The state policies can affect ths iiAug;esfs of the bour-
geoisie at d'ifferent stegos »of thc-‘ir operation., Firetly, the
state regulates the process of ~ntir into the cori)ors;te industrial
-gector, Secondly, the statc policies a‘-f‘fecf the supply az_id prices
of various factors of production., Thirdly, the stete itself is
a8 major consumer oY indubt:'ia."". products and can affect the stru-
cture of prqduct market, Ve analyse thuse s‘ta‘ce poiicies in that

‘order below,
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State policies as barriers to entry:

The principal instrument that the state has devised @
gulate the entry into the corporate se_ector (‘above a certainlll
of operation) is the licensing policy.ll/'l‘he scope for the
ing poliéy has been extremely wide and this policy can be offf
1y used to bar any capifalj.st from entering into any particill
area, The operation of the licensing policy can, therefore}
become a major source of contradiction betﬁeen the monopoly.

non monopoly bourgeoisie,

The licensing policr Enquiry Committee (LPIC) was cofii]
tuted to specifically go into such allegations. LPIC reporfl

o

a det_aile-:'. stidy ef ths
196  The methodology the adovnted to examinc the queszioniill
whether large businers houses have beer unduly favoured hy il
licensing authority is, however, not entirely satisfactory.
calculated £irst the sharve of the large houses in the total ]l
up capi.tal of the corporate sector in 1958-59 (as: a proxy fdf]
.vear 1956 when the 1icensing- started). Then the Committee n’l

‘ the share of the large Houses in the total number of licensdl
issued, in the amount of proposed investment and in the amouf]
import of capital goods approved. According to the Committdf
calculations,—zg/the other companies category (Companies whici

outside the large industrial sector category) has 45.36 of t]

total paid up capital in the private corporase sector in 1954



While. for the veriod gnder the review of the Ccmmittee, these
companies obtained 58.81 of the licenses (number) issued, The
share of these companies in the total number of applicationé.
rejected was 65.8%, in the total amount of proposed investment
of machinery 35.8%.and\in the total smount of imporﬁ,of capital
goods approved 32.4%. The share of 73 large business houses in
the paid up capital for 1948-59 was 45.0%, while ¥heir share in
the number of licenses issued, rejected gnd in the_prop08ed value
of investment of machinery was 32.2%, 30,6% and 55.5% respectively.
80 by the criterion of the number of licenses issued it qannot be
said that the large businec: houses wWere unduly favoured. But
obviously the nunber of licenses is g very bad indicsgtor of any
favour that might have been shown to any group of business houses
and LPIC also ackrowl:dzed it. Tut in terms of the share in the
proposed investment on piant and.machi;eries and in the amount of
import qf_capital goods gpproved, large business house were defi—
nitely accorded favour, If we look at the figures relating to
individual business houses, Birlas were the nmost favBured one
according to the above two indicatbrs. They alone cornered over
one seventh of the total equipment iamports although they had -only
one twentieth of the paid up capital in the year 1958~59. Other
leggggsreCeived undve shares in the tofal‘import of capital goods
approved were J{, Kilachand and Sarabhai, Anglysing all these
data, LPIC come to the following conclusion - "Qur studies show
that licensing in the esarlier years waé guided far more by techni-

cal than by economic leave alonz social considerations. It may,

/



therefore. not be considered curprisiag that dvring a large m
of the periecd cf our enquiry (_,1956-66), not only was no attuﬂ
made to use licensing %o rrcv.ny (italics added) the Turtherf
of Larger Industrinal Houses, but the prbcess actually workelil]
their favour. The licensing sysiem worked in such a way o
provide a diSp_ropor'i:ioqate chaere in the newly licensed cap.cilll
to a few concerns belonging to the Large Industriazl Sector, .

1Y

maximum benefit of all thie went to a few Larger Houses"

LPIC used two incicuiors to examine whother any undue,
favour was accordad to ar, pariticular group of businzss hkousd
Pirstly, the slarc of & given business house in the tot:® andl
of proposed investment (i.s. invesimenw proposale that cme @
licersing anthority, wee (o pa.ed rith th. share of thai Husil

house in ihe tuig. vaiu up o icet Za tooe giivats corporate @
in a given initial yeew {195%). Tf the . ouse chore was high
then the loter onc, i vas concidcd that the licensing praci]

has favoured thsi parti.vler rsincss house. 1n the cane of §

1)

second indicalor, ths shors of 4 perticular business house if
total amount of apprcved iumor s o canizsol goods was ';cmpare(i
the share of that ﬁOuce in the tolal paid up capital >f the fj
sectqr in 1959. I{ %the former share turned out to bc higher@

later, we could sgy tnat {he particular btusinecs hout e had rd)

ceived undue favour from the licensing suthowity,

The above tvo indicator at best may iadicate whetrer i
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férec business houses (LBE's) have received & share in the total
Blcensed investment disproportionate to their initial position

Bb the private corporate sector.

. In other words, what can be really concluded from studying
¢ operation of the licensing policy by LPIC! methodology is
Biat the 1icensing prac;\bice has not at least prevenfed the LBH's
From growing. This itself is definitely a significant observation
Kb a0 .faﬁ"as it signifies that the licensing authority has not
Et least shown any favour disProportionate to their rela‘tivg
Bosition inz the private corporate sector. But we are intérested
Be finding out whether the licensing practice has acted as a

Porrier to entry for the companies outside the large business

PBector into their chosen ingiustrial sectors, To examine such a
Piypothesis what we.require is "a systamatic study of rejection of

Eicenses.

In terms of number of rejections alone the LBHsS had more
Bian their share in the total number of rejections in the private
Borporate sect‘or than which would be commensurﬁte' with their
Phare in the total paid up capital of the private corporaté sector,
Fhe LBHs had applied foxr- 3667 applications out of which 34.9%
Wers rejected. The 'other companies' catn-egory_had applied for
B133 licenses out of which 38,.6% were rejecte&.l-d'-/'so the appli-
Bations of ‘the non monopoly houses were probably little.more often

Bojected than the applications of the monopoly houses. ' But
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nothing more definitive can be asscrted about this from the
available data. The rejection figures for the LBHs is mos?t
likely an overestimate since LBHs, according to the LPIC ropoll
have the hobit of making simultaneous applicntions for a singl
item. TFurthermore some of the companies belonging to the 'otll
companies'l category are really dummy companies and they are
. acquired by the LBHs after they have obtained a licence for s
items of which the LBHS would not get any licence due to declfl

official policies.li/

Licenses have been re,jected on many gz_‘ounds. Some of Il
are purely technical like faulty application, inadequate desil]
non compliance with different official rules and procedures ¢l
Some are purely of entry prevention unture like 'item on banilil
1list' ete. Licenses were rejected on such grounds, presumabi]
to pi‘evont the creation of any excess capacity and wastage ol
social resources. It is not for us to judge the social welffl]
consequences of such economic policies practiced by the goved
dhat ihterests us is the fact that such reasons were at 2ll dij
ed to the smaller bgsiness houses for not allowing taem entrf
their chosen fields. The following table gives the percentaf
of rejections in threc impgrtant' reasons categories for LBHs!

'other companies! category.lé/



Table 4

Distribution of rejected application Lv_category of reasons
for rejections and also by category of houses

{ figures in percentages)

Recasons for Large Busi- 0 ther
rejection ness Houses companies
1. Item of banned list 6.5 Lol
2. No further scope 42.9 46,1
3. No scope in the region 5.8 7.8
4, Sub-total of above (1+2+3) : 55,2 58,0
Total no. of rejections 1348 2688

-
-

Source: Ticonsing pelicy Bnauiry Committee Report. Appendix - III

Frem th~ table we can see that thrce veascns ci'ied ehove .
sccounted for 55.2% of all ressons for .rejections offered to
[iBHs, the cqmparable fZgure for the 'other companies' category
Being 58.0%. So in percentage tern there is no substantial
Bifference in the incidence of these three reason categories in
Bhe total, number of reasons for rejection, for the LBHs a.nd tother
[Eompanies' group. But the interesting point is that such a large
Eunber of applications by the ‘other comp‘anies' were rejected
i this ground alone, he principal victim of such i policy

Eas obviously been the potential entrants into this oligopolistic
Béruc bure.
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Another way the monopolsr houses can prevent the non fl
poly ones from entering into a chosen field of activity is tl
pre-empting the capacity to be liccnscd i.e. coracering the ¥
of the capacity to be licensed in the mc;nopoly sector and til
leaving licenses unimplemented so %that potential entrants af

kept out.

There is, however, no firm estimate of the degree of
emption resorted to by the ménopoly business houses. Sincef]
industry-wise detailed figures of the capacity licensed fof.
industrial house and also no estimate for the extent of impﬂ
tation of these licensed caPacities are available, it is nof
possible to estimate directly the degree o0 pre-emption predll
amor~ the monopoly houses. However, some authors have trieq
estimate the incidence of pre-emption of licenses among mong
houses by some indirect emthods.-ﬂ,-/ In one suqh method,j—sjtl]
propésed investment of imported machinery contained in the @@
ginal:proposals approved by the licensir;g authority for thaﬂ
group \}as been compared with actual amount of capital goods
importa; applied for and also with the ax-ihount finally approvd
Phe j.éea is that a business house apy;lifed for import licensd]
impo:rting capital goods when it has finally decided to impldll
a pa;rticulai\ investment proposal licensed for it, So the aff]
of investmen% for imported .capital goods which was included W

the original proposal bu1_; was not later applied for represedf



45

andunt of investment unimplemented by the varticular investor,
with the help of this measure of degree ¢of pre-emption, it has
besn coﬁcluded that, "pre—emption of licensed investment by
Indian monopoly is roughtly about double i.e. 100 per cent more

is licensed than it is possible fully to implement" .12/.

Aparii from preempting the investment programme of the .

;smaliar houses through non implementation of licenses, the LBHs

Al

::‘lay_readrt to capacity expansion without a licence and thus acquire
8 bigger share of the market through back door. Most often this
unauthorised expansion of capacit& are made legel through 'ex-post
jsanctioning of the expanded capacity. LPIC report cities the
‘results of an official survey for the pez;iod 1965-67 which detected
at least 45 cases where actual 'pro@uction has been substantially
in excess of the licensed capacity" .§9-/ The survey covered some

EO prot?.uc'bs. or product groups produéed in 45 undertskings and

rcould find only 2 instances where actual production. was below the
Wapacity authorized, And in the case of 13 products, the actual
produc fion exceeded the authorised capacity by as much as 200%

?o‘f.’ the‘authorised capacity. Of the 45 ﬁndertakings covered, as
fpany as 33 belonged to the Large Industrial Sector, inclﬁding a

Fow trgrr-na.tionala. Most interestingly, in 10 instences where

&he excess output was in the order of 10_0% or more of the authorised
jcapacity, the items were actually on the 'banned list' ."8—1-/ LPIC
r§port also cites, 12 instances where the unimplemented part of

Bf the licensed capacity was more than 40% while there was simule
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taneous rejection of new applications on grounds of "banned Ml
and no scope", And the major part, often 100%, of this uniuff]
mented capacity was licensed for the large houses.§-2'/ Some off
these items like soaps; and bicycles were actually reserved ff§
the small scale sector but the declared official policy was i
ed to serve the interest of large industrial houses and trandll
tional companies. In many cases, the LBHs got licences in il

product lines which were to be reserved for the public sectof

according to the Industrial Policy Resolution of 1956.2/

Apart from all these, LPIC report cites some concretelll
where licensing authority has used its discretionary power t{
help an individual monopoly housg. To take one extrgmely inlll
ing case,-BA/DDT was on the ‘banned list' at the beginning of Ml
except for substantial expansion of thc existing undeftakingel
The only existing undertaking at that time was a public secid
unit. In April 1966, a MP wrote a letter to the Minister of
petroleum and chemical enquiring about the licensing policy fjj
DDT. Iln Sept-_emk;er F1966, the item was put on merit 1list ond ill
the following month a Birla concern apg;lied for a license to
manufacture 3000 tonnes of DDT per yecar. In January 1967, am
inter-ministerial meeting considered a Birla application andJ

March 1967 the licensing committee issued a letter of intent

the Birla application with a con~

dition that no foreign technical collaboration would be enterill
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In April 1957, the company wrote to the Ministry saying that
Hindustan Insecticideé, the sole public sector unit manufactur-
ing the same product, was not in & position to provide then with
the tochnical knowshow due to its commitment to its foreign colla-
borator, Technical Znterprises of U.3.A., The Govérnment later.
approved a collaboration agrec_ement between the Birla cbncern and

the very same foreign company.

LPIC report also cites instances where the licensing policy
for & particular product was repeatedly changed, without any
reason given, to suit the needs of one or more monopoly houses
end transnational firms.gz/ In 8 few cases, the de facto official
policy has been to grant exclusive monopoly +o one or more zﬁonopoly
houg s or transnationagl firms 30 as to encourage them to enter
Bome technologically inténsive areas in a big way., Thus polyster
vas preserved for the ICI_, aluminium and earth moving equipment

for the Birlas and so on.'%/

All those facts suggest existence of a close working rela-

tion between the monopoly houses, transnationals and the licen-

ging étuthority. The ability of an“individual monopoly house to
influence the policies of the executive branch of the government
in its favour has been clearly revealed in many cases cited above
and here lies an important distinction between the monopoly and

fmon monopoly houses.
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The LB¥=s heve befter access to inside information regall
ing government's intended policies and cen easily grab the lilll
share of the capacity to be licensed. Horeover the elaborctd
procedural wrangles thntare generzlly involved from the stngd
apolying for a license to the stage of obtaining an import g
license, necessiate g constgnt touch with the administrative
authority. Liason offices in Delhi where decisions are taxen]
are to be maintained. Relations with the power to be are toll
cultivatated, all these require a large amount of resourcss,
Since the smaller houses cannot afford to set aside such larg
amouints of resources for this kind of purposes, they are alws}

at a disadvantago;gl/

So, on the baéis of -11 availablelinformation it can W
reasonably concluded that licensing policy as practiced has sl
least not curbed the economic power of the moﬁopoly~houses.
Rather, in all probability, it has acted as & barrier for enti

for many a snzller houses into their chosen fields.,

State as g source of finance:

The post independent rapid industrialisation programme
launched by the Government of India opened up a wide investmen]
horizon for the privete corporate sector. To maintain and codl

lidate their monopolistic control over the private corporate
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Bector, the monopoly houses had to seize upon the most of the
Eresh investment opportunities and undertake a massive invest-
Beont pi‘ogramme. The internal surplus generatcd within the firms
fander the control of individual _houses was not sufficient to fi-

mance an investment programme of such a large scale.

The organised capital market was also not strong enough
Bo finance this expansion of corpurate se®for. At this stage, )
Phion Governme.nt entered the field in a big way to br.idge the
finstitutional gap in the c apital market.-a—a'/ Industrial Finence
ﬁiorpo:'atioz_l of India was es*ablished in 1948 for granting loans,
mnderwriting issues of stock, sharves, bondg and debez_ltures,
guaranteering loans, deferred payments etc, In 1955, the Indus-
dtia. Credit and Investment Jorpdration of Irvdia (ICICI) was
8st up on the recommendation of the IBR" cunm Americé-:xn‘Investment
#ission in i954, ICICI's capital has been entirely subscribed
by Indian and foreign private institution such as banks, insurance
gompanies, development finr-__mce institutions and joint stock
gompanies, and individusls. The large houses owned nearly 20
pper cont of the ICICI's paid up capital as on 31st December 1956
krd 19.6 per cent as on 31st December 1966, Of the original paid
$p capital of R.5 crores, R.1.50 crores or 30% was subscribed
Py foreign institution and individuals.§-9-/ Thus it was primarily
® development finance institution organised jo;‘.ntly by foreign

@nd Indiar monopoly Gapital.w To this institution, Government
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of India sanctioned an interest free loan of K.7.5 crores ]
able in 15 equal instalments, commencing after the expiry al
vears, Government and IDBI granted further loans to this '

institutions,

In 1964 Industrial Development Bank of India was sefill
as a whblly owned subsidiary of Reserve Dank of Irdia, witiill
main object '""to reorganise and integrate the structure of i
trial financing in the country™ .3-1/ One of the main policyi]
¢ctives of IDBI was 'tp "concentrate on larger projects whichll]
not come to fruition without its assista.nce".g-g/Apart froniil]
_are State Financial Corporations and State Industrial. Devellll
“‘ment Corporation, Government owned Life Insurance Corporatil
Unit Trust of India and Stoté Bank of India to meet the fiflill
'pn.eeds' of the privat‘e corpora{e sector., The establishment G
such institutions by the Government of India to promote. thd
" growth of the private corporate sector clearly indicates '.
degree of control that the:Indian bourgeoisis commands ovedl
State. - What needs to be examined by us is whether the mondj]
houses have been the major beneficiaries of the State's muilil
‘ence, If the answer to this question turns out to be in ajil]
mative, then this aspect of state policies should be a majdf]
source of contradiction between the menopoly and non nanopdj

. Capital-

LPIC report gives an account of the disbursement of il
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Brthe state financed or state controlled financial institutions

B8 IBis and other companies.

It is clear from the figuree given in LPIC report that
BiFee industriel sector. and in particular the large business
BMipee received the lion's share of the financial assistances made
EEilable by the Government financial ,institutiohs. Accoxrding
BELrIC report, total funds disbursed %o the 20 larger business
Mlises amounted to 305 crores of rupeos, which represented i3;2%'

IEtheir total assets in December 1‘366421/'

An analysis of rejection of applications for assistance
MEthe three major financial institutions (_ICICI/IFC'I'/IDBI) showd
B nost of the rejected applications (75?2% of rejected applie
“9&1) were made by the 'other companies!, The following table .
M$sifios the rejocted appl::mations by the size of assistances
Ried forv end gives the share of the “c_)the"r_cornpahies in total

s of rejections in each size group, -

From the table it can be Seen that share of the 'other
ERErios' in the total number of rejected applicatidns decremses

e ciz0 of the assistance applizd for increases.

In other words, even anong the 'other companies' bigger
B o with large investment projects got better assistance

‘.ties then the smaller ones. The total number of rejected
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Distribution of rejected applications by size group of

gssistance songht and by category of business houses

Size group of
funds applied
for '

P ey e e s sy S s e D i S B S S S

Upto Rse10 lakhs
10~15 lakhs
50 lakhs ~ 1 crore

"1 crore. and above

Total number of
application

i et e 2 P P g e it g = s

No. of reje-
ctions in the
size group

Noe. of rejec-
tions of appli-
cation made by
other Cos,

o
ﬁ?) (2){5

} — -
95 87 91.6
17 78 66,7
23 14 60,9
i5 9 60.0
250 188 7542

Source: LPIC renort Appendir IV

applications for all the institutions wes 977 during the stdll

period and the share of LPHE's in them was only 10.3%, whilell]

share of 'other companies' wzs as high as 71.6%.24/"

So there %8 every resson to believe that the state il

entered the capital mazket mainly to help the accu.mulationp'

cess of.-the large business houses in general and moncpoly hill

in particular. The State financial institutions((including®

have been in many cases unable tc provide any economic justi’.

éation for not advancing loans to the 'other companies'. Inf'

cages out of a total rejection of 695 for 'other companies'
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ﬁ_.-e. 30.2%, , no soason was given for the rejcction, while in
ly 8 cases out of a totnl of 93 rejections for the LBHs, no
J

Beason was cited .-9'5/

The LBHS also cornerced most of the foreign currency loans
Bdvanced to the private corporate scctor by the State Financial
ﬁstitutiox_ls. In particular, 20 larger houses secured over one
fourth (27.5%) of the total foreign currency loans advanced by

Bhese institutions according to LPIC report.’9—'6/

fate Policies regerding the allocsgtion of verious factors of
roduction like imported cortiagl goods, industrial raw materials

te, ard o-ptradintions nrising thercof: (a) Import of capital

Be have olvaady seen thnt inpost conteant of investment for the
bntire corporate sector is on a v\ery high side., Since import

Bf any itcm requires government approvalé government policies
fPegarding such imports have important consequences for the inyest-
fgent programme of any business housce. Delay in or refusal of
Bllocatihg foreign exchange for inportont raw materials, capital
[goods or spare parts. for machineries may seriously affect the
leonpetitiveness and profitability of individual manufacturing
Birms. According to LPIC report, LBs secured 60.4% of total
famcunt >f imports of capital gpods approved, while the 'other
[fompenies' obtained only 32.4%.21/ However, it cannot be said

fron the available data that the government more often rejected
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the application for import of capital ,o0ods from the !'other
companies', In fact the amount approved as a percentage off]
applied was ISlightly higher for the other companies than fod
LBﬁs.ﬁ-B-/ Hence, as far as the allocation of import licensesd

- concerned, no favouritism wzas shown to the LBHs.

(b) Allocation of raw materials:

The government policies regardihg the ‘supply and fizill
. of prices of some important industrial raw materials or inidll
mediate products (like steel, coal after nationalisation of i
etc,) for which the publicl sector is the sole or the largesff]
ducer may sometimes turn out to be mor . advantageous for thefj
scele sector in general mmd monopoly houses in particular., M
is not much systomauic o lazoie wwowt this aspect of state p-
Complaints have been voiced by many small and medium scale il
triglists against the govex_‘nment policies abaut these aspectill
For example, the Bengal National Charher of Commerce comflaj.
against the steel allocation policy of .the government, whidi
gave special advaﬁtages to the bulk consumers.gg/ The same G
nisation, an organisation mainly or regional medium capitelifl
" has repeatedly protested agninst the Cex}tral Government polill]
regarding freight equalisation for coal.lQQ/While the cost o
carrying coal from the Eastern India to the rest of Indig hall
been subsidised no such subsidy has been offered for the rag

materials imported to the Eastern India fron the rest of Inif
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The Calcutta based Bharat Chamber of Commerce also "invited
attention to the glaring disparity in the allocation of *the basic

paterial between the DGTD (i.e.. large) end small scale units" in

the aluminium conductor industry.‘lg'l/su_,c_:h allegations indicate

the possible existence of a discriminatory policy of the zovern-

ment of India, in this regard.

(c) The purchasing policy of the Btate and contradiciion arising
thereof: ' :

Thé State is the biggest single buyer of goods and services
gn Irdia and the demand for industrizl goods from the public sector
B8 & major source of demand for the nrivate corporate sector,
Burthermore, i-A=trienlive nublic utilities, railways and defence
fhic ‘ave the biggest buye. for sophisticat:d industrial products,
flike slectric transmission equipments, large transformers, pve
Pables, electronic instruments etc. are in the public sector.

Bo, the government by suitably altering the purchase nolicy of

B can offect the growth .or decline of a large number of manufa-
Bturing firme. There is no hard fact to examine the direct and
Eidirect beneficiaries of the government purchases. But Mono-

Poly Inquiry Commission in its report has commented in a way to
Eiggest that largely the monopoly houses have benefited from the
vernment purchases.-lp—z'/.The very fact th.ét the monopoly capital
.ﬁ, gi'om very fast in the post indevendent India, especially in

MMern technologically intensive industries suggests that, at



least in this respect the government policies have not stood

obstarles to their growth,

(d) other State policies:

There are other state policies which have importent @
quence for the growth of the private corporate sector and ifl
various constituents. 4An important one among them is the ol
rate taxation policy of the government. The corporate taxaff]
policy is manifestly regressive since after a certain levell
corporate incc_:me ?ts_i ratg ~oes not ir_mrease with the size of

porate income. V,D.Lall, on the basir of data of somo sampl]

pranies belonging to tlre l.a;'r.;er hoises, .mnde a study of the i}
dence of taxation on profits and not w.th of these compznied]
He concluded, "The top seven (houses) as a whole have a lowd]
effective. tax and higher profitability, before and after taf
then the other Indian controlled gFroups. The lzrge volume d
investment in fixed assets by the top seven as a whole enablfl
then to benefit to a greater extent from tax concessions andll
kept their effective tax rate low” .1—%/11: may be, however, pfj
that the large houses could secure greaj:er tax benefits becaf
of their better tax management policies. The RBI study on til

large and medium public Ltd. companies also shows thet effecll

rate of taxation, measured in terms of tax as a percentage of



ipretax profit, is lowest for the companies in the highest size-

igroup by assets .-LQA/

Another way the monopoly or other large business houses
may gain is by keeping a large smount of payable tax in arrears.
i¥he ability to engage in expensive legal vattles, their politi-
ftal connections have enabled them to invoke little penalties for
Buch tax evasion. According to one report, seven big houses did
Mot disclose income of Rs.58 crores in 1976-77,., Birlas alone accoun-
fed for Rs.28 crores out of the sum and had to pay a penalty of

88 ittle as Bs.15.42 lakhs, less than even 1% of the amount evaded.1—05/

On the basis of .our ebove angly.is it can be reasonably con-
kluded that the contradictions between the monopoly and noh.mono-
_boly capital in fndia have been both feflected in and reinforced
by the state policies. In fact, the most important soﬁrce of

power of* the r&onopoly houses have been their control over the

Btate.

Secticn IIT

radictions between the metropolitan bourgeoisie and the two
sections of the Indian bourgeoisie

We have so far discussed the characieristic features of

70 groups of the Indisi. bourgeoisie and also the contradi-
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ction existingbetwaen these two groups that may justify suchll
é‘tratification. A third group of bourgeoisie also operates if
India, which is the metrqpoliton bourgeoisie represented by if]
foreign capital in India.lo—é/We may observe that foreign capif]
constitutes_ a very important segmen‘lb of the Indian corporate

sec?orm/.'and according to some politiéal analysis the deterdfl]
one.ﬁ/Since the Indian capitalist Systlém cannot be fruitfulll
analysed in i'solation from the international capitalist systd
the contradictions existing between the three groups of bourdl
should be taken to constitute a system, where each element 18'
nically :felated with other., 3o when we introduce foreign capj
in our discussion of the Indian bourgeoisie, we cannot poasibl]
discuss foreign capital's relation with the Indian bourgeoisill
a whole but only with the¢ tw: serarste groups of the Indian Hll

geoisie that we have identified,

We are, however, considering the foreign capital as al
and ignoring any division that may exist within the metropoli]

09/

bourgeoisie.l—' n our gpinion this is not & serious limitstill
our study since Wwe are interested in undérsta.nding the qualiy
nature of the centradictions that may exist between any secti]

the metropoliton bourgeoisie and the two groups of the Indiai

bourgeoisie.

Before we discuss these contradictions, it will be worlll

while to point out one important feature of the formation profl
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PEiital in its eerly years.

-n'a_l relation of the Indian bourgeoisie with the foreipgn capital

There i8 a strong opinion among a section of the economic
Itorians that the Indion bourgecisie of the present cra and
G the monopoly houses arose only or principally from the !com-
Bdor' sections of the mercantile bourgeoisie of the early British.
[Pods, For example, Levokovsky has written "Indian capital was
BEirst partly an agent of British merchant capital, later to
B extent of British Industrial ‘capi"i;ul and finally of British
BEncial capital" .m-/’l‘he error in such arguments stems from wrong
BErstanding about the ﬁature of comprader bourgeoisie as such.
erding to levokovsky "the comprader nourgeoisie is concerned
IELy vwith trade operations connected with the export of indi-
s rew materiais and the import of manufactured gcods from im-
‘1131; countries as well as credit and money lending dealings" .‘1‘1—1/
‘;er words, 'compradors' are equated with the export-import

Bers and financiers of a colonial country.m/

‘The term 'comprador', however, originally meant a specific
[Fof social and economic relationship existing between a section
MEe Chinese merchants and foreign agency houses. "The comprador
‘pa.n) was the ChinesSe manager of a foreign firm in China serving

liddlenan in the company's dealings with the Chinese. Within
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the foreign fir:, he (the comprador) recruitsd and supervised
Chinese staff, se_rVedlas treasurer, supplied n_mrke’g intelligd]
assuned responsibilty for native bank orders cesesse and gedll
éssisted thé foreign manager in transactions with the Chinesd
comprador d_&-.'”_'-ffered from the (licensed) broker in the sense ti]
while a Ya-haug (licensed broker) was an independent commissﬂ
ageni%,. a qomprﬁdc;r ’wn.s in the n;ain contractually emgloged hy]
merchaht“ .Hf%he comprador's main source of income, apart fill
fixed salary covering ‘his services and expenses in maintainid
a staff, consisted of poumission income and illegal ' squenzed]
fron many business trarélsactians. The huge we.lth that compr!

mamossed were of”2n invested in industr a2l enterprises - maifll

in shipping, ceal minjhng and then in. textiles.

In -Ind?ia, -the 'k'i)anians- Irad been “truly the counterparts:

Chinese compradors. "A banian (was) =-person by whom all puff

v
'

and snles of goods, me\:‘rchandise oand produce (were) made on ofll
and on bechalf of the miz;‘chant or merchent firm in whose estafff
Jent he (was) a banian'; ,;1—15/50metimes the banians also acted
transport aggnts and lak{our recruiters, That 'banicnship! idll
a dire_c’z;. subserviance re!:lntionshi_p to their British musters
clear. Timberg in his situdy on carly Marwari entreprmeursh'
rightly noted that " thes!r}e banian relationship were essentioll
coﬁservating ones, in that the banian's idenltitficaticn and sl

ordination to British firms kept them away from taking an indfJ

ent commercinl policy of th 'r own. The lar{z banian firms {Jjj

move into direct import and export trade on their own, They
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ot start industrial'.enterprises. They opposed social reforms

14/

'and the nationalist movement at least in the early 20s."

But the banians were not the only category of Indian
businessmen availéble. There were large independent traders,
moneylenders and brockers, whésé interest differed substantially
from that 'of the banians. Founders of many of the present day
;_monopoly hoy.ses we.re indeperdent traders and dbrokers on their
fewn account.'uE/That the banian agents of British houses had a
ifferent perspective about their own intereét from that of the.
dndependent traders can be seen clearly from the i_nternal struggles

that was splitting early Marwari caste associations in Calcutta.‘m'/

~

These rising mercantile bourgeoisie came into direct
-.i:conflict on the strength of their accumulated capital, ﬁith the
®0lonial state power and the metropoiitan bourgeoisie behind
iit, wﬁen the lattér wanted to confine ths Indian merchants in
heir secondary position. But this confrontation did not follow
lany simple cnd stréight path. Not in every sphere of activity
$here wos contradiction too. But the Indian capital had to
?fight::ll'.fs way intq areas where _the_European interests had been

Ffirmly entrenched.,

~To protéct and upheld their own distinct interest, the
Fadian bourgeoisie formed their own associations, chambers of
[eomimerce etc. signifying that they were gradually cvolving into

f''s0cial class for itself!. When PICCI, the apex body of various



62

. regional and iz;duStlrizil. chembers of c‘.ommer'ce was formed ¢.D3
the doyen of Indian capitalists, explained candidly the clef

of such an organisation in n letter to Puroshottom Thakurds

“the following words: "I ﬁgvg been watching very clearly thd

activities of the Associated Ch;ﬁxb;a‘rs; .for.the past fev yeasll
I feel th.ét their strong orgenisation will be very detrimentfl
to Indien interest, if steps are not taken immediately to o]
a similar institution of the Indians. You will peérhaps agrd
wi'th ne that if we do not check the;’t.lr activities in time, thll
influence with the goverment will increase %o &n_éxtent whill

17/

government will find it most difficult to resist’,

It is however, interesting to note that when FICCT wvaf
formed in 1923, not all ~sciuinns of Tndian Cupitalists a.éreel
participate in. the organisation and the Cglcutta based lMarvel
groups, ;Lt that time composed mainly of traders, really fornd
its core. For example the parsi group in Bombay headec. by Td]
never participated in FICCI, but for a few yéars after indepd
Similarly the Bombay mill owners did not participate in FICCH
but the grain dealers, cotton-piece .goods z‘nerchants_ and shroffll
becane the most active and vocal members of FICCI. lleny snif]
regionsl chambers of cormerce, like Bengcl National Chomber off
Commerce, the earliest nationalist busj.ness 6rganisation, alsy

were not present in FICCI .—1—@[
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This suggests that possibly = structural stratification was
Raking plece even in theat formz.xltive veriod of the Indian bour-
Beoisie, KNot 2ll scections of the Ipdian bourgeoisie vere view-
H.ng their relations with ;;he met;.ropoliton bourgecisiec in an
Hdentical perspective. And, contrary to Levokovsky's suggestion,
Khe 'most advanced! secction of the bourgeoisie i.e., the large
Beele manufacturers, were compromising more with the metropolitan
fndustrial bourgeoisie, es_peci-':lly when the demonds for wage rise
faffected both the parties.m/Deslaite the nationalist intentions
proclaimed by some, the Indian capitalists could not step out
fof the limit set by their ovjective class interests. THus, in an
Hnteresting specch read before the memiers of Indian Mines Federa-
t’iOI_l‘, en all Indian body of smaller tining interests, its Cheirman
H.C,3irkar noted, "Fothing is ifurther from truth than to regard
that we who represent Indian copital are not interested in the
uplift of the Indinn masses by which alone the nationalist aspi-
fretions may find its realisation. In this movement, in its
fgeneral aspect we are interestod enough but it is to be remembored
that the ignorant masses we come in contact with does not represent

in our special s;ﬁhera an underdeveloped citizen but only a human

ffactor in the production of wealth in the wider sense". (under-

1ine ours) .l?—Q/

Furthermore, it should be remembered that the international

capitalist structure has undergone some importent changes since
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21/

the second world war-j--‘ It is no longer irac %Ua%t the metrd
tan bourgeoisie iz against any programme of industrialisatifj
the underdeveloped countries., Tt would no longer be valir':,!
industrialism per se with any brand of nationalism in th: c!
of an underdeveloped country. As is well known the processill
colonisaticn dia no% t.';‘,ring ahout an end to the dependence oﬂ
erastwhile colonial ecc;nomy on the metropolitan ecoﬁé)my but i
meant a change in the nature of integration of the national,
nomy with the international one; it_meant emergence of a ned
of international divisi;n of 1abour.-l§-g/'l‘he framework of andl
undorlying the conceptugl rategories like ! :omprador! a;xd-'n]
tionalist' bourreoisie in the context of underdevelopel econf]
in their ciaswecal Couime secms Lo longer adequate. In facty
dac.lonisation proces~ f'~c~ A 2lso b2 8een ¢ '1 result of the
change occuring in the struciure of v.tropolitan econcmies.
Giovanni Arrighi has made an inportant ouservation in this Ml
through decclonisation, the "colonial preserves of European f§
perialism" wore cpened v te American capitalism, in whi ch |
polistic corporation plays a more ccniral role “han in Frendf]
or Britich capitalism. MMcre important still was the outfiow
of émall scale competitive capital that accompanied independd
In fact, decolonization wos among other things, the result off
conflict between tae dynemic elements (the big companies) andl

backward elements of colonial capitalism" ._1.?;/



The swing from an atbitude of histilicy vo of collatoration
Eowards the foreign capitél, particularly after the inde‘pendence,.
B the part'éf a large section af tho Il}\di?}l bourgeoisic can thus
Ko vettor understood in the. light of the above comment. ULvsy
Biring tho second world war pcriod., while the old British nanaging
goncy hoﬁses;, which accounted the bullc of foreign privaete capital
Pperating 'in‘In.dia, were being taken over by the Indian capital,
Rhe Britis.h multina'tion‘s-ﬂ. like Lever Brothers were gradually eﬁ—
Boring fhe Indian corpoi_;até sector,' and now collaboration agrece-

Ubnts-'wi-th international firms were being cntered into.ﬁy

Wo need tq axaminc»thg nature of association or linkege
Betwcen the forcign capital and two scctions of the Indian bour-
Beoisic and study the controdictions arising frbm theso linkagos
Ef we are to arrive at any conlusion regarding the overall class

Woatures of the two sections of the Indian bourgeoisie.

rms of Operation of private foreien copital in India pnd forms
f Association between foreign capital and Indian capiynl

-

Private \foreign capital may opercte in the Indian corporate
E_ector, eoinly in two ways - through direct equity investment wit;n
@ssociated control over the invested copital and through portfol:_io _
¥nvestment (i..é-. equity investment without control, and loan) in
Kndian controlled companies. In-another way: foreign firms may
pxtend its influence into the Indian .corporate sector is through.

#upply of technology, in the form of knowh"ow, nroduct designs ete.
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and also granting the right to use brand names of its produd

These three forms of operation of foreign capital ind
different degrees of control over investment exercised by till
national firms over their foreign investment. Obviously dif}
investment by definition implies the highest degree of conidl
over the affiliates of the international firms, operafing i
host country like India. It is, hlowever, not necessary forll
international firms to own 100% cquity intercst in its ford]]
affiliates. As LPIC report has suggested, as low as 1/3rd i
total .equity capital holding in a block may be sufficient td
trol a business enterpfise. The RBI has defined a dategoryl
foreign controlled rupec companics (FCRC), which it uses infl
studies on foreign business investment in Indié.. FCRCs, ary
Indian joint stock companics - (i) which arc subsidiaries of]
companies (i.,c, more than 50% cquity capital is held by a silll
forcign firm) or (ii) in which 40 per cent or more of the shill
~capital is hold in any one country or {iii) in which 25 per d
or more of the share capital is held by a foreign company/it!l
minees or (iv) _which are managed by a foreign controlled mand]

125/

agency company.

The wide ranging defintion indced points out the many]
by which an international firm may control an Indian company§
from by the most obvious onec viz. owning the majority share i

the total equity capital of the Indian company. Various studl
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1Y multin\ational enterprises have suggested that ;given the optign
Enultinational enterprise will try to keep complete control

Prer its invested capital.'lgé/But due to pressures exertcd by the
‘.:er world govermﬁents, the international firms are more and more
BBrced to accept local capital as business partners. The extent
B vhich the intornational firms will be ready to share their'pro;
Jt, vhich includes a large amount of monopoly rent in it, with
Bocal capitalists will obviously depend on relative ba_rgaining
Erength of. two groups. The bargaining power of local capital. will
Bn turn be determined by the relative size of the nationﬁl market
Pod its rate of growth. In a growing economy where the market and
!he total surplus to be distributed, »3 growing very fast, foreign
Bapital will more readily accept local capital as partner. But
Boreign capital is expected to resist any type of reduction in its
ﬁpnt;ol over capital invecsted in a stagnant or a slow growing cco=-
#ony, The following table gives the trend of the composition of

[foreign business investment in India.

From the table it can be seen "that,' the share of the direct
Bnvestment in the total foreign business investmént declined upto
#4967, but since 1967, this gradual declinc has been arrested. It
d8 o well accepted fact that the Indian cconomy took a turn for
Worse since 1967 by any measurc viz., rate of growth of groas
domestic product, rate of growth of manufactured products etc.J—zl/
8o from 1967, when the Indian economy has entered a phase of
Ptagnation and crisis, the foreign capital has not given up to

iany further extent, its control over tT.e invested capital. However



Table 6

Trend in the composition of (long term) foreign business idf]
' ment in India

foreign business inv

— P - — e e S
— e et i ey e :

(Figures in percentagg

Naturs of After
naturs o BEnd 1955 End 1961 devaluation
investment
1967

o e o o e — —— —— e i e —
1, Direct

Investment 87.9 79.2 47.0
2, Portfolio =

Investment 12.6 20.8 0340
3. out of which

loan 0.6 13,0 32.9

L )
Total 100,0_ 100,0 100,0

Sour-e: RBI Bulletins dif<“-rent issueS.

it may not be cntirely correct to treat investment in thefll
loan capital o8 investment without any control. Most of ihl
loans hav.o not been raised through floating overseas bonds ¥l
investors in the metropoliton capital market but thes: loajll
been cither ndvanced by multinational banks or by internatifll
financial institutions like world bank or agencies. Much |
loans cre tied in the sense that creditors exercise substandll

control over the utilisation patterns of these 1oans.'1—2§/

By supplying technology, patents and brand names, toff

the rLatermational firms may have substantial say in the opeff]
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'! purely locai {irms, 4And control through supply of technology
ll not necossgrily less compared to the ocwnership control of a
ﬂrm. Vaitsos, studying the 'contracts of technology commercia-
Bisation' has thus obscrved - "If the volume, markets, prices and
EEality of what o firm sells, if the sources, prices ad quality
B its intermediate and capital goods, if the key persomnnel to be
Brod, the type of technology used etc. if all of these are left
Pder the control of the licensor, then the only basic decision
[t to the licensco is ﬁhether or not to enter into an agreemont
B technology purchase. Technology through the present process of
BB commercialisation: becomes thus a machanism of control of the

[Peepiont firme" .'1—22/

The fhree ways in .Tdich foreign capital may operate in
Pia ore also the three ways in which Indian capital may associate
-'élf'wifl- forecign capital, Indian capital may bc associated as
-i__:rity partnsr or pass;#e _'Share holders carning dividends in
[Fsicn controlled rupec companies. In Imdimcontrolled and owned
I#rprises Indian capital may be majority partner with foreign
it os the minority onéi. Indian enterpriéeé may also have
B tochnical collaboration with forelgn ®~  onterprises.
e to be scen which form of association between India capital

I foreign capital is more important than others,

Adccording to RBI survey report on foreign collaboration,
Pl linited subsidiarios of forcign companies accounted for
-' of total capital employed by all the public limited companies

Edcd in BBI survey on Indian joint stock companies.lzg/l‘he
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componies with foreign minority participation accounted fordll
24-1% of capital employt.ad by the RBI scmplc companies, Thelll
nigs with pure techanical collaoborations accounted for o furfl}
15.5% of total capital employed by 1333 selected public Ltdd

companies —121-/

The table 7 showing the value of production in three Jjj

Tgable T

Value of total production in subsidi:

foreign ownership agnd purely techr
boration enterprisecs

(Bse crores)

- -
Pure Technical
Yeur Subvslliiaries Ilinority collaboration + 1l
enterprises
1960-61 381.3 235 .9 293%,1 9’
| (41.9) (25.9) (32.2) (1
1964~65 550.3 435.4 43444 14’
. (38.8) (30.7) (30.5) (1
1969-70 1181.6 1197.1 705.0 303
(38.3) (38.8) (22.9) (10

Source .: RBI Survey of Foreign-collaboration 1968 and 1974,

Note . : 1, Figures in brackeits give percontages to the row'
2, Figures refer to companies included in RBI sanmpl
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Pf onterpriscs, also points at the growing importance of the
Joint business ventures in which foreign capital occupics a mino-

lpity positionm,

Within the subsidiarios also, we find, from the RBI survey,
that 100% forcign ownership is bccoming a rarc phenomenom, and
AN
29,2 per cent of capital of thesc enterprises have come to be hold

by Indians (year 1969).

Incidence of association with foreign capital in two sections of
+tho Indian bourgeeisie

Information necessary to answer such a question is extremoly
linitcd and at best wo cen hLave some indirect indicators 6f this
incidonce of foreign association on two sections of the Indian
bourgecoisie, Most of the existing studies suffer from a sarisus
lizitation in as far as these studics have coneidered one or the
other aspcct of the problem but noﬁ both viz., aspoct of foreign
as8ociation have been studiced without any reference to the monopoly

non monopoly dimension amd vice versa.

Subsidiarics are by definition foreign controlled and
under forcign ninority ownership. 1t is more likely that foreign
controliing intercst would prefer to distribute the rest of fho
ghares widely so that no singlc Indian business house can acquire

a substantial block of share and thereby try to cxercise some con-



trol over manngement of the enterprisc. 3o the Indian capiid

invested in foreign subsidiaries will be in the nature of P}
folio investment (i.e. witnout any control) and it is more .M
" that small capitalists, salari.cvd -carners\bclanging to the bl
income groups would own most of such share capital, Governnfll
financial Institutions and banks may also hold some shares illl
thosc enterprisces as passive sharc-holders. But instances ol
there, when Indian monopoly houses have become minority perfll
in foreign subsidiaries. For ecxaaple Tata became a ninorityl

ner in Marck Sharp and Dehme of Indiea, subsidiary of = U.S, 8l
multinational.lj-g/ LPIé J:'eport also mentions a few foreign sl
diaries or foreign controlled rupec comdanies in which Indiad
mnonopoly- housesd have equity intercsts .-LZ/I'I; is not known whill
in such cafes lndian nionopo;y houses have any say over the nill

nent of enterprises.

On the vart of the multinational, they seek the coopeil
‘tion of Indian nmonopoly houses in ontorpriscs othorwise contll
by then possibly- for goining cntry into industries in which dii
blishuent of s;.lbsi;iiaries is not encﬁuraged by the govcrnnendl
the global strategy of them is to operate through directly cdll
lcd subsidiaries only. For oxample, in the case of Merck, SHE
and Dchmo (¥SD), the original proposal of the multinational il
to cstablish o wholly owned subsidiary which was to heave somg

stringont foreign collaboration proposal with its principal.
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@rosal in that form waos rejected by the Indizn governnment.

B®er that the multinational nromossced o joint business venture

B Tate os o ninority partner and got the government approval.
Bit is likely that ossociation of Tatn with the venture fmcili-
BMRod the governmeont approval. Friedman & Beguin in their study
Bported that "for practical purposcs, tho'entorprise has been
BBnaged in the Same vay as 2 wholly forcign owned subsgidicry"
Bthout any intorference from Tata.m/But apart from carning divi-
Bnd, Tata has also o more direct intercst in the ontorprise;

Boce Voltas, a Tata company, is the distributing firm for MSD,

B if there is a growing market for the roducts involved, a multi-
Betional may be willing to take the risk of scoking Go-operation

Bf o ~owerful local group which in the future wmay not remain con-

Bent in its role of o passive investor,

The second form of co-operztion betwoen Indian and foreign
Papitel is seen in cnterprises which arc under the ;:ontrol of
Brdian majority ownership withk o small to significant forecign
Binancial participetion, It is theoretically possible to classi-
By 211 such onterprises into two groups - on’cerp‘riscs controlled
by Indian monopoiy houses and the rest - and find out the incidence
bf foroign association in this reslyoc;c, in the two groups of the

@ndian bourgeoisie. In the absence of such a through study, we

have to fall back upon some indirect methods.lﬁ/

If wo look at the distribution of minority cnterprises by

the sizo of capital employced, we find thnat capital is mostly con-
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centrated in biggor sizoed units, the cve.age size of cnserp@l

1
in the largest sige group of capitel caployed being 15.89 o
. 136/.. ) et ekd o A d et L8
of rupces«—='Sincc the RBI uscs 2 very nochcnistic definitifll
minority cnterprises (i.e. foreign quity intorest is less tifll
50%) many cf these entorprises may cetunlly be FCRCs, Besidll
caveat, thesc large minority companics (if they arc Indian il
led) are more likely to belong to the monopoly soctor since 8l
the large sized companies, the monopoly capital is expected a

over ropresented. The table 8 gives the size distribution >l

entecrprises the size being measurcd in terms of capital cenrldfl

Table 8

Total capitol cnp.oyed in differcnt sizes of minority cnterp
VZoan 256C~6> Public Ltd. only

Size of compamics T T Total capitarim
“(Total capital ecaployed) No. ployed (Bs. cam
Upto R 25 lalkhe 70 Te5
25 lakhs - 1 crore 101 56,6
1 = 5 crores of runeces 83 19,5
5 crores & cbove 37 5£8.0
. e e e e et e et e S —
Total 291 82,6
===== ==== R S — —==== momm—

Source: RBI survey on foreign collaboration 1968,



The following table, giving. the average size of new
Branics with ord without financial collaboration also points
Bt that, on the average, financial participation by foreign

[mpenies are higher in larrer siscd fims in the corporate scctor,

Table 9
PEetoge size of companies with and without foreign financignl
collaboration
(Rsecrores)
[ - - - -
Average size (am. .nt of initial Average size with
Year issues conSented) of the com- financial collabo-
L panies without financial col’a- ration (including
boration, subsidiaries
[ - - o e e i D e o e U e U S S Al S G o e thnd 0 D S s e S 8 g . -
Ps1-55 (.50 0.98
856460 0.52 0.93
B61-64 0.48 0.95

Bource: Quarterly Statistics of the Working of Capital issues
" Control, (Ministry of Pinance. C¢ifferent issuas)

It can be seen from the above table,that, averege sizé of
Birms with foreign financisl participation is nearly 79% higher
ffhan that of the firms without such participetion, when the sizo is
moasured in terms of the size of initial issues.. So it is more.
Bikely that a larger number of such companiee when they are Indian

Eontrolled, belong to the Iudiar monopoly secior, If we look at
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the industrial distribution of such minority cnterprises and
comparc them with that of the RBI Samples of large and mediu
public Ltd. companies, we can see that technologically intenf}
industries have relatively mere weight among such minority el
prises. For exampie, Transport equipment, Machinery and necl]
tools, Electrical goods and machinery and chemical and allie]
products accounted for 39,.8% of total capital employed in m:LI
enterprises, while the comparable figure for the compam.es 1]
samplc was only 20% in 1963-—64.—3-7'/ On the other hand, Textifl
ducts accounted for 23.9% of total capital employe_d in RBT c_.
whilc for the minority entcrprises, it was only 7,0%. If wel]
at the industrial distribution of subsidiaries also (givon ﬂ
survcy), we g2 Zhat thiwe iz a preponderance of these compﬂ
too 721 such industries as >»quiring séphist:‘.cated technolog]

It is interesting to note that tne average size of bij
subsidiaries is much less than the bigser minority companies]
examplo in 1963-64, among the companies covered in the REI &ff
there wero. 13 subsidiaries with capital employed per compa.ny]
more than R.10 crores. The total capital employed by these i}
companies was 254.1 crores of rupees, the average being 19.’
of rupeces pexr company. On the other hand there were 17 com’ﬂ
in the minority group, with capital employed per company bei'
morc than Rs.10 crores. The total capital cmployed by these'

companies was 438,5 crores of rupees, the average per compaif

being 25.8 crores of rupees. Similarly in the next size grif]
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Bipanics 9.0. total capital employed lying between 5 and 10 crores
¥ rupees) there werec 14 subsidiaries and the total copital emplo&-
[E by these 14 subsidiaries was 94,8 crores of rupces, the averagoe
er conpany being 6.8 crorcs of runces. At the same time there
Bre 20 ninority companies in the saznc size group, their total
Pritel cuployed being 15945 crores of rupces, and the average

1
[pital employed per company being 7.5 crores of rupees.—ﬂ/

It is not difficult to sec why this should be so. Dcpend-_
Poe upon the level of imperfections in the international market
For tochnology, the internstional eligopolistic corporations can
Bemond and retain more or less control over their investment in
foss dovelopod countriou; If, novevsr, coupled with a substantial
Boun: of imperfection in t 2 technology markiot, the capital in-
Porsity of some nrojects are very high, wultinational firms may
Ponotimes find it worthwhile to collaborate in a joint vonture
Bith local monopély houses since thg latter may be able to provide

Esubstantial part of the required capital and management too.

‘irthemore, the local collaborator, having a strong influonce on
-g stato, may restrict competition from other internationzsl
Bvels by urging tho state to adopt suitablé srotective policies,
Be., ilisallowing any furthoer creation of capacity, banning ony
Prort of tho locally manufactured products ete. Sometimes an
[Ptornational firm may be able to cnt.er tho Indian market, where
B of its rival has alrendy cstablished a subsidiary, only by

BBociating itself with a dominant loeal group. For example before
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the cntry of Dindalco, a suvvessful jeint wenturnc wotween till
firn Kaisor and the Indian monopoly house Birla; India Aluefl]
a subsidiary of onother large U.S. multinational was the delll
undertaking in the aluminiun industry. Since Kaiser, was 1dl
pared to provide a large proportion »f the capital requiredill
venture was the only alternative to maintein its presence, @i

a small scgment of the world markot.‘ug/

The third i:ay through which Indian capital may ascodiilil
with foreign capital is by entering into technical collabordiilil
agreeqcnt -with foreign firms. Wo have alrcady scen that tedlll
logical dependence has boon a structural phenomenon for the Jij
corpornate soctor and not for any particuler scction of the . |
bour 2oisie. éut- the degr.. of dependence m~y not be the sdf
for ovéry section of the bourgeoisie and the form of derendefll
algo may vary. Tochnical collaboration is onc form through.i

this depcndonce become manifest.

According to LPIC, the Indian l.arge business houses
anong themscelves obtained 678 collaboratj_.on vroposals approvd]
out during the yoars 1956-66 (upto Junc). This wns 26.9% of“
collaboration proposels gpproved for the private corporrate sdf
Componics outside the large industrial sector seccurcd. 49.2% df

total collaborations approved .—1—41/

Within the Indian monopoly houses there is a wide varf

tion .n the extent of collciuoration sought b; these houses.
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Khe LPIC data, it has been found that only 8 houses had more

Bhan 20 collaborations approved per house. Bulk of the large

142/

Bnly two largest houses, Birla and Tata had more than 10Q colla-

Business houses had.less than 5 collaboration, per house.

Boration each.

Yithin each Indian large busiress house, there are companies
Fithout any foreign colleboration whatsoever. Such big houses like
Birla anﬁ Bangur had large number of companies without any foreign
Bollaboration, For Birla, 47.4% of assots (42,61 according to
BRTP data, given 1n the samc study) werc in companies ﬁith foreign
Bollaboration. Tor Fa:igur it was as 1low as 11.2%.-14-5/1\.1: the sane 3
Bimc, houses like Sri Ram Wodia, Sarabhai, Khatau, Tata and fou
fother hed very littic assets in comprnics without any foreign

leollaboration.

It may now be asked whether degree of foreign collaboration
fhad any impact on the rate 51: growth of ascets of diffcrent busi-
[pess houses, In other words; we want to find out whether a greater
ssociation with foreign capifal has helpo‘d o busincss house to
grov faster than others, Thcfe is no- proper data-base to answer
fsuch o question satisfactorily. One gcneral point is to be noted,
ihat the weights ofﬂ the monopoly houses in the private corporate
fggctor, in torns of total paid up capitel or assets, have not
lessenecd much.'l—d‘f‘/so the large number of foreign collaborations
@pproved in the non .monopal:; sector, has not been of much help
%o thc non monopoly capital, at lcast, in inc:;'eaéing their relativo

position in the privute corporate scctor.



in particular, if ‘WGV'{:a-ke a look ~% the compositiod]

Indien large businasé houses, preparcd by various governuedl

cies ot different points of time, we would find that some |
é.re falling behind some new entrants in respect.of total eslll

controlled by these houses. The following table prepared il

‘study on Indian business houses, gives the degree of foreid]
boration in two types of houses viz., -these houses which zf

on. one list at the later year but not for the earlier -year{

'--»-thos-e houses which failed to -appear on a list in a later yill
~Was enlised for an-earlier year. - The degree of foreign acill
'I;ati.on has been measured in terms of the re'_,‘at‘ive weigh* offf]
of conpanies with foreign collaborati-n in the -total as&et—‘.

ing to each house (For detail see the note).

.:Iu—,_.FI;O'm ‘the table, we can see that the houses which apfll
be' lagging behin.d have beuen less active in securing foreigs]}
-poration and the houses which appsar to be advancing-reryfi}
have mostly done very well in matter of securing foreign coll
ration. However, the indicator chosen to measure the degred
foreign collaboration is not very satigfac_tory, sinc> the qffj
tative impact of any particular collaboration proposal on iil
ope;'ation of a business house cannot be measured by such a @
method. The suggested correlation be,t_wcen the level of perﬂ
manéé of” an house and its degree of foreign association ‘doeﬂ

however, imply any causal relation between the two and it willl



Degrece ofa Degree ¢f
foreign cu= foreign colla-
llaboration poTekiosn An

Name of the
hovses of

- in the house ond xind the houie
4+ Chowgule 52.6 1. Agerwal 5.8
2?.Godrej- 58,0 2. Amin | 69.3
5. Malhotra T5.5 3f Chinai | - 2,3
4, Mapodia 64,9 .4. Dalnia 2644
5'§§32§§i§1 87.7 5. Jaysighbhai z2.8
6, Kaunaq Singh 72.6 67 Mangoldas ?arekh 5.6
7. Somayia 92,8 7? Pod. ur | 46,8

" 8. Seﬂhdsayee 62.4

Ge Bhepersji Pallanji 38.0

10, Vissunji _ 19,1

Source: Subhendu Das Gupta - A study of the collaboration behaviour
of Indian Business Houses (mimeo) Centre for Study in
Social Seiences, Calcutta.

"Note : a) assot of companizs with foreign collabozation as %
' of totnl pssets in the houscs,

b) 1st kind of house - vhich appearcd on Monopoly
' " Rescarch list (MRU) of 1974
but not on Monopoly Ipquiry

Commission (MIC) list of 1964.

2nd kind of House - which appeared on MIC list of
1964 but not on MRT list of 1974.

¢) A statistical significance test (test ) also shows
significance difference between the groups at 1% level.
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be too hasty to conclude that foreign association, per se ha

prod{lced a better performance for some houses. There could
other reasoﬁs for this, Proﬁably, these declining houses _'
to ciiversify at proper time, did not seek entry into the nodill
technologically intensive sector and therefore did not need

foreign collaboration and ultimately could not grow fast,

W_e should take note of another interesting feature ot
Boration practice of Indi.an bugsiness houses, For each of th‘
ﬂouse‘s, but for a few exceptions, the foreign technical coll'
tions have been confined only to bigger companies belonging'

“house. MHuch higher sizes of the companies with foreign collil
tion, than other companies'without foreign collaboration, undill
these houses, indicate that these houses have gone for foreid]
boration in these industries which have higher capital intensil

and sophisticated technological requirements.

Contradictions between foreign capital and two sections of hj
Indian bourgeoisie -

On the basis of our abowe discussion, we can try to lodil]

|
areas of contradiction between foreign capital and two sectiod

‘Indian capital; Firstly, let us identify areas of oontradictiéj

between Indian non monopoly capital and ii_‘oreign capital,

i
i

So far as foreign capital operates on its own through st

diaries and branches, it becomes a part of the monopolistic sé.
'\
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I¥he Incian corporate sector and its contradictions with non
PFiopoly ceviteld, *é.oul& b2 in substance and form of the 3:me

Bature as bave been shown to exist between Indian wonopol:s capital
and nmmonopoly capital. But such iﬁdustries where non minopoly
jcapital cen operate on its own, with its own technology and capitel,
would generally be less cspital intensive, technologically less
Eorhisticated and more stardardised, and t-herefc;re would not provide
‘much monopolistic advantage to foroign capitel., Therefore;, there
would be very few induvntries, like match, soap eic. (mostly cog—.
sumer goods industries) where guch competition would provail. The
general prefereucs of consvmiLg :zasées for fcreiga brrnl nemesg would
act as a detrrent to non monopoly capreal's growth in cwvch industries.
Puly if the State had cure te Lelp the non monopoly cavital Uy
gestricting tle operaviont or fureign coupsues, it could have grown
auch faster. But, there is no covidonze to sugeant thet the State
Bas restricted to any sigaificant exient the growth of foreign
Bompanies in suck industrice. Coaparnies like Wimeo, dindustan
Eever, Bota otc. have coms to dominatoe such indusirics. Therc is

Po evidence to sug; st that the Ytate, through licensing and other
Policies, have really tried %o essc out such dominant foréign Com-—
mics.ME/In fact, thesc /("omp.'.m:?.es heve been accorded *naticnal
Eestnent’ as a result of the s‘:até p.;!licies contaired in 1056

Ridustrial policy resolution,

But in modern and growing industries where cmpital inten-

BBty is much higher and teuhnology required 18 much more complex,



the non monopoly capital can operate only through associatiof

foreign capital and technology. Since the resources and Jarff
Strength of non monopoly capital is insignificent compared

large multinational firms, they have to accede a greater coufll

to their foreign collaborations. And in general, their capadll
to assimilate foreign technology, develop their own technolodll
base and acquire a greater control over their enterprises a

less compared tol the monopoly houses and in fact there is ndll
dence to suggest that non monopoly capital: in general has grii]
faster than monopoly capit .1, fhrough its arsociation with fill
cepital. It should be howaver,.noted that no extra-ecoﬂomid‘
ction on the part or foreign capital has compelled non monop
capltai to enter into o suuservient relatioc.: with foreign cdfj
but the very structure of the econony, dominated by monopolyj]
hes. impelled non monopoly capital to accept such o subordindll
for their survival. Therefore, contradictions between mbnopﬂ'
non monopoly capital is much more btasic to the determinationiill
structure of the' corporate sector than between non nonopoly.

foreign capital,

Let us now identify that sources of contradiction betill
foreign capital and Indian monopoly capital., Therc may be bl
four areas of contradiction between foreign capital and Indidf]

monopolir capital. These areas are -
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B) control over technology (ii) access to international market

E.ii) use of investible resources and (iv) control over the state.

‘ntrol over technology:

lonopolisation of innovative activities and technology result-
ﬂg from them may be looked upon as the key to monopolistiz power
[E international firms. The international market for technology is
E._’ghly eligopolistic \and fov large multinatio_nal.s almost dominats
PB. iccording to one report, out of about 3.7 million pctents,
Bily 200,000 or 6 per cent have been gr-nted in under developed

Puntries and, "ouly one. six of that 6 per cent is owned by nationals

B th third world" A48/

Against this general background of a highly skewed inter-
Betional distribution in possession of technological information
BBd know-how, we must evaluate the collaboration practice of Indian
Bropoly houses. Collaboration has been the most easily available
B to obtain the required technology for expansion and diversifi-
Eti-on_into new industries, for Imdian monopoly and other business
Puses. it'would be of interest to international firms to protect
Beir monopoly control over technology and perpetuate the dependence
B their collaborators in under developed countries. But the in-
Brest of their Indian partners obviously lies elsewhere. The smaller

B nonopoly houses do not zemerally posses the required resource
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base to assimilate the imported technology through their cwn Ml
activitices and acquire their own technological‘base.-“—["‘z/ Butl’c.
largze monopoly houses would try to progressively reduce tacir @l
pendence on imported technology, not for iheir entire activitif]
but only for thesc areas in whick they have already inport: il
nology. This reduction they could achicve by - (1) entering il
collatoration agrcements with less onerous terns (in particuldl]
would refuse to enter into agreements which impose restrictiouf
the. Indian partner to develop new product range based on the kil
how supplied by foroign firms; (2) by incrcasing the R&D activ]
for assimilating foreign teianology (3) by rciucing import eonlll

in products madc through collaborationr

Theore is not much documentation to examine whethor Indilij]
monopoly houses have really differed much from their non monoplill
couaterparts in all these aspccts. And we =21so cannot expect il
every collaboration agrecments entered into by the Indian nonij
.’houses would be of Some nature, sincc as nature of technology
determines the nabture of agrcemcnts. HMeony of the pﬁblished gl
ments do cont;t-‘.n restrictive clausces through which intérno_tion.
firms may exercise absovlutc control over cvery aspect of prodh'
of not only c¢xisting products but zlso of the future products Hll
may be produced in the collaborating Inrdian firm. But, it is il
known what has been the fate of such agreements in penctice. M
one ingtance, we find that it is the Indian nmonopoly house whilll

really determined the futur course of the joint venture. In il
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Bose, Cunmins, an international glant, hes entered into o cola
[‘oration agroement with Kirloskar to sct up a joint busincss venture
for tho manufacture of diescl engines, Fifty per cent of the cquity
Bt this firm was held by cummins and 25.5 por cent was held by Krilos.
r 0i1 Bngines. After some years the joint venture ram into diffi-
[Bitics, Cunmins wanted to make the plant, cstablished undor the
Plicboration agreemont, a single product plant. But Kifloskar
lntod to use the idle capacity to scrvice their own engines and
Poduce parts of their own cnginc. ;In the ensuing conflict, "Con-
o8 nonagonent decided to go the Indian way and let Indian Manago-
Bt run the show", According to Jack Baranson, who has documcntecd
s confiict *(the) overriding consideration in the cummins deci-
B v s that it hod 1ittle -lternative but to go along with Indien
-_‘ferencos. (Since) Indian laws governirg foreign enterprise favour
Plan citizen, in any running encounter with industrial authori-

= the imorican partner would probably loose out" .1—4§/

In anothor agrcoment betweon Tolco, a Tata firm and Daimler—~
‘,‘ for manufacturing trucks, it' was stipulated:- "On the oxpira-
‘._' or termination of the agrcement, Telco may continue production
‘ the benefit of all technical information and cxperience acquired
‘lithout the usc of the Daiiler-Benz name or trade mark in ~ny _
-nr'.w/And Telco novw produces Trucks under its own brand name.
.F_i difficult to assert the reprosenfativeness of such cases and
-f.'a rigerous study with such perspective may provide the final

PEEr. Vhat is implied here is that the Indian monopoly houses do
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possess the ability to become technolugically independont id
certain areas of production through their practice of collafiill
tion, without necessarily being so in their whole range of

activitics,.

Access to internaticnal markets

A st.agnating home market has compolled the Indian capiff]
to 1look for morket abroad. The rising import bill az;d debt Sl
ché.rges have been ndditional compulsive forces, Tho need forll
;narkots 'ar-e nmore in the Indian monopoly scctors where cxcessifiil
city has Ibeen existing for a long time. Entry of Indian mondjil
hb_usesn in the internctional market would run counter to the ijjjij

of interncition:j.l firms of developed countrics, which had beonlll
nating i;he international market for manufactured products. O
the international firms may provent the oentry of Indien firnsiill
intcrnatioﬁal merket is o imposc export rcstrictive clauscs il
- coklaborotion agrecmonts., From the RBI survey, it can be scedlii]
52% of all agreements in miﬁority antorprises had export restril
clauscs. .The covrr03pon‘di-ng figure fdr pure téchnical enteorprif]
‘was only 37%.'1'59/ Among all kinds of restrictive clausecs, we i
the cxport clauses to be the most import onc, The internationd
in their cffort to divide tho international market cmong thensd]
imposc these restrictive clauses, and thereby force tho Indian

capitalists to confinc themselves in the Indian market alone. JH
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Fay be expected to become an important source of conflict between

fthe Indian monopoly houses and the metropolitan bourgeoisie.

i11) Control over the state:

As technology is the trump card ’in the hand of metropo-
fitan bourgeoisie, so is the control over the state in the hand
Bf Indian monopoly houses. It is the Indian State which has tried
#o break the monopoly of foreign capital in some vital sectors
Pf the economy like Petroleum, drugs etc., either by entering it-
Polf into these sector or forcing the foreign firms to Indian
Bollsborators along with them.lﬂ/It nay be true that the degree
Pf overall control over the Indian economy cxercised by foreign
Bapital has not been substantially reduced, but the nature of
Bependence of the Indiaﬁ economy on the metropolitan cconomy
[Bas definitely undergone drastic changeé. India is no longer
I_opendent on a single national economy for the supply of technology,
Bapital a8 well as market for its export. The very fact that
Blie Indian government has assidously tried to develop links with
Bhe soviet block suggest that the state has acted in a way to
feduce India's dependence on a single economic power. The policy
Pf import substitution along with some restrictions on indiscri-
[inate import of foreign capitai ﬁas definitely helped the Indian
ﬁ:ourgeoisie in general, and the monopoly houses in particular

o grow st a faster rate than would have been possible otherwise,
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Section IV: C-oncludirhg ocbservationsg

We may now swnmmarise the salient points of our above

discussion.

(1) Our discourse has been aimed mainly to lay dowa
a frame work for analysing the Indian bourgeoisic as “a social

class,

( 2) The principal feature of our framework is that we
have_tried to méke a systematic enumeration of the ‘-c"ontradio_g
that should form the necessary point of departure for undertdll

such a class analysis.

(3) The Indian bourgeoisie has not been Llooked '.zi)on |
. hemogencous whole; 7uihew 0 “os woon stratified into two silll
namely monopoly and non monopoly bourg.oisie.

(4) ‘ke have then-sbudied the ciontrad.ictions' between til]
two sections of the Indian bourgeoisiel and found that the quiffi
tessence of ali these contradictions gets manifested in the sl
polli.cics‘which are discriminatory i-n favou:r of the mcnopoly.

section,

(5) Finally there exists contradiction betwesn the snil
poly Tndian bourgeoisie and the metrovolitan bourgecisie, altilll
in many respects they share common intercsts as againot the ifl

terests of the nonmonopoly Indian bourgecisie,
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employed by RBI sSample companies, See Financial Stati
of Jéint stock companies, RBI.

Ibid,
The history of this joint venture is given in ';J.G.Frﬂ
and G.,Kalmanoff: Joint International Business Ventu

Columbia Univemsity Press~1961, p.451-455,

See LPIC Report (op cit) Vol.III, for the list of compl
under  the variocus industrial houses,



l... ! .!.

101

See W.G,Friedman & J.P.Beguin: Joint International
Business Ventures in Developing Countries,

A notable exception is Subhendu Dasgupta's Study:
Foreign Finances in Indian Business Houses 1947-77
Indian Institute Management, Calcutta Working paper.

See RBI Survey on Foreign Collaboration (op cit)
Ibigd.

Ibid and aglso Financial Statistics of Joint-stock
companies, RBI.

Ibid.

For the history of this collaboration see Friedman
& Beguin (op cit).

See LPIC Main Report (op cit), p.49. and Subhendu Das

Gupta: Foreign Technical*Collaboration in India Business
Houses 1957-76, Aquantitative Analysis (mimeo). Occassional
paper No.28, Centre for studies in Social Science, Calcutta.
Ve have depended mainly on the latter study since its

gives collaboration figures for Indian Houses only. See
Table 1, p.22 of thi: study.

Subhendu Dasgupta (op cit) p.22.
Ibid p.25.
See N.XK.Chandra: "Monopoly capital, Private Corporate

gsector and the Indian Economy" - in EPW August 1977,
Special number. also sec S.XKX.Goyal: Monopoly Capital

‘and Public Policy, Allied Publishers New Delhi 1972.

LPIC report gives instances, as in the case of Bate,
Hindustan Lever, ICI, where dominant foreign companies
were allowed to grow without any hindrence.

See Peter 0'Brien: Industrial Property in third World,
p.388-89,

See NCAER (op cit)

Jack Baransin: Manufacturing Préblem in India, Popular
Prakashan, Bombay 1970 p.107-108,
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149, Quoted from Friedmann & XKalmanoff {op cit) p.466-4704
150, See RBI Foreign Collahoration Survey (op cit)

151. Jee Michael Kidson (op cit)
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