
CHAPTER-I 

INTRODUCTION 

It is argued generally that economic liberalizfltion covers many aspects of 

policy but the central issue at stake is the relative role of state and market in the 

operation and management of the national economy. It has been found th;;~t 

keeping tune with the assumption mentioned above the contempornry 

movement in economiL policy reform has involved the retreat of the state u£ 

India and the shedding of many of its economic fnnctions in favour of the 

market. 

The key feature of the changed world economy CIS well as of India is the 

element of the heightened economic globalization which provides new external 

challe.n8es as well as opportunities for development. Economic globaJiz,ttion 

here refers to the integration of economic processes acwss political bo!·dcrs so 

that the behaviour of the economic agents is orjented io the global market rather 

than particular national markets. 

The changed environment in the context of Iibcrc~l economy has put much 

ernphasis upon economic globalization. The scholars are of the conviction that 

economic globalization and economic nationalism <He the two fundarnental 

forces that have been shaping the world's economic terrain over the la:;t few 

centuries. The two forces are obviously related to each other, with globniization 

opposing and provoking economic nationalism as well as transfmming and 

transcending it, even as its apparently inexorable path of expansion and possible 

eventual triumph has been continuously interrupted and tedirected by 

nationalism. l3oth contending forces are ir.tegrally Jinhxi with markets and states 

for both have been fundamentally rooted in the rise of markets and states in the 

modern era. As <1 result of this fundamental questions rC'main, for the developi.ng 

world including India neC\r the end and the b(~ginning of lhe twenty first century 
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precisely the relationship of globalization and nationalism to economic policy 

reforms. 

In exploring the fundamentals and the nature of state intervention 

and market in the context of the structural adjustment programme in India tlte 

present work would attempt to focus on the following issues: ( 1) the rise and tht: 

expansion of globalization; (2) the nationalist sltaping of markets by the slz;te of 

India in their external role in relation to other states, with particulCl.r emphasis on 

national security and economic autonomy; (3) the continuing centrl!lity of 

economic nationalism especially by the state of India, in the context of the post

war deepening of globalization; (4) the nationalist shaping of markets by states in 

their internal role within society, highlighting the relationship of the structural 

characteristics of states to the potential for effective economic policy reforms and 

(5) the degree and the nature of state intervention in the settings of slTuctural 

adjustment programme for pntting the mRrket to a conducive liberal shape for 

the spontaneous growth of the market in the state of India. 

1.1. STATEMENT OF THE PROBLEM: 

The concept of economic reform and structcrral adjustment programme 

has been core to the thinking of development since 1950s. However, taking 

reforms or adjustment programmes as the instrument for generating 

spontaneous development at length prompted great debate among the various 

scholars. Against this perspective, the fact stands <lS such that most of the 

countries, developed or developing or even less developed attempted to 

undertake reform process within their respective institutions concretely. The 

process of reforms found its ways both in command economies, state oriented 

economies and partially in developed capitalist countries across the \vo!'lc!.. In the 

context of the operation and management of the reform process the core as well 

as the vital issue has been the relative and the mutual role of the state and the 

institution of the rnarket in the W<lke of developm.~nt and the management of the 

national economy. 
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Ini tiall~', the idea of structural adjustment ·was not meant for the [;:ss

developed countries at all. The objective was to restructure the economy of the 

OECD countries, the most developed counh·ies of the world, foiJowing the 

emergence of oil crisis and huge deficit on the balance of payment of the united 

states and the expected dismantling of multi-fiber agreement and the Europca!l 

steel price rising. Only afterwanis, the emphasis was changed i:md the burden of 

adjustment to the new world economic situation, arising from the variety of 

developments in the 1970s WC\S shifted to the not too broad shoulders of the less 

developed countries. Adjustment got priority over other policy objectives such as 

poverty 0lleviation and redistribution. 

Under the structural adjustment programme the institution of state has 

assumed a bigger role from the curtailed role of the state. It works instrumentally 

for having economic transformaLon. It works as the protector of law and ensures 

national security. Above all, the institution of the state on the ground of its 

economic tasks should provide human capital formation at length. 

Universalisation of literacy, priority extension of technical educating and access 

to safe drinkin3 water and health facilities by all are seen as major governmental 

areas of activity. Another majo1.· task of the state is to create and maintain an 

incentive structure and environment that is conducive to production under 

private ownership. Financial reform is therefore, an integral part of the overnll 

reforms package. 

Fiscal reforms too are an integral part of the adjustment package. The 

programme demands that the tax structure should be transparent and simple, 

not arbitrary or dependent on the ·whims nnd caprices of the taxing authorities 

and not oppressive. The rate of taxation should be low enough to encourage 

compliance and to avoid the growth of 'black money'. But this role has been 

greatly challenged by the delicate gro-wth of international civil society where 

non-governmental organizations, TNCs, MNCs or other sort of organizations 

have grovvn. Therefore, in the context of the structural adjustment progmmme, 
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the exploration of the dichotomy roles of the state and the market become 

significantly important. Against this background the thesis seeks to explore: 

1) The nature and the extent of structural reform, and the benefits of the 

process in India; 

2) The immediate impact of the structural adjustment programme upon the 

society and the market of India ; 

3) The imp<Kt of structural adjustment programme on the 'poor', ,the new 

poor', who become the object of persecution, marginalization and 

exclusion. Finally, it looks at the sustainability of the 'Reform Process', 

without basic structural changes in society and economy and sugp;est 

possible measures. 

It is obvious that while the major structural changes have bronght benefit 

to the economies, there arc still some significant eaps which need to be 

addressed. Experiences in South Korea or Bangladesh have shown th<1t without 

proper structural changes in economic seciors or policy priorities it is difficult to 

sustain the process of reform. The state can operate as an agent of economic 

transformation in collusion with civil soci2ty where market has a palpable role to 

the extent of providing subsidies to the poor or building up of network o£ social 

safety measures. Such measures are essentially in the hands of the state. Where 

vast rlches of wealth coexist with the abysmal poverty and destitution, 

development can not be sustained. 

State intervention in India got a new momentum since 1950 with the 

establishment of planning commission. The analysis in this context must take 

into consideration the political institutional structure that was designed by the 

first generation of Indian leadership after independence. The most important 

institutional parameters in this cmmection were the frame work of parliamentary 

democracy and the nature and characters of the Indian federal system that found 

their formal recognition in the constitution of India that came into opera!iun 

effect from January 26, 1950. P<:ll'lbmentary democracy, predominantly on tlt2 
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British model, was adopted in India not so much on account of the famili~1rity of 

the western educated elites who played the main visible role in articulating the 

goals of the national movement, but seemed to serve the interest of the dominant 

classes of the big business and also educated elites who had dominated the 

Congress Party to whom power was transformed more by way of regulated 

compromise settlement than through genuinely revolutionary freedom struggle. 

The imperatives of fulfilling the aspiration of the people of the newly 

emergent nation state indicated a sharp and decisive break from the colonial 

economic strllcture imposed upon the collntry in the past. It was a challenge to 

the economists and planners as well as to the leadership to chart the course of 

development from a poor agricultural economy to a powerful self-reliant 

industrial and economic power. The early planning framework established by 

these pioneers has gone down the history of economic thought as an outstanding 

example of vision coupled with technical excellence. 

The concept of welfare state influenced the leading leaders of India to a 

greater extent. State controlled developmental urge made India bound to go for 

the introduction of mixed economy. However, socialist thinking was abo very 

much responsible for the introduction of mixed economy in India. However, the 

socialist perspective in the Soviet line was not realized. The development of the 

society through the mobilization and the domination of the public sector were 

conceived by the policy makers of rndia. 

For having a sound state controlled policy for the development of the 

country several five year plans were launched in India aright from 1951. 

Market under the canopy of mixed economy 1vas very much controlled by 

the machineries of the state. The private sectors were not given that amount of 

freedom through which it could establish the supre111acy of the market force at 

length across the country. Public sectors being subsidized enjoy protection from 

the govcrmnent and being the monopolistic position affect or destroy the 

competitive character of the markeL The situation ultimately could not provide 
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market force, the necessary drive to boost the economy in India. Rather it created 

some pockets of development, and regional imbalances. 

One striking fact that en1erges from an overall assessment of Indio's 

planning policies, strategies and techniques from the first plan to the eighlh phm 

is that progressive refinement of planning techniques has gone hand in hand 

with the increasing divergence between the targets and achievemenls of each 

successive plan. The subsequent economic history shows a relatively dismal 

record of awareness and creativity in economic management. It illustrates the 

extent of inertia in Indian planning and policy making and its insensitivity to 

structural issues. Policy making did not emanate from an overall macroeconomic 

perspective, but got fragmented into sectoral domains and this ultimately led to 

the structural distortion of the economy of India. Bureaucratic forces in the name 

of intervention on the part of India could not prove its utility for providing a true 

sh·ucture for the betterment of the country. 

Failure of the machinery of planning in India for bringing desired goals 

and also the failure of the bureaucrntic machinery made India thinking to search 

for another model of development. 

A series of disasters- an international economic recession, following the 

second oil price hike and gulf war, slump in exports, rising in interest rates and 

inability to service foreign debt, a severe balance of payment crises, hieh inflation 

rate of 12%to 14%, a large fiscal deficit- prompted the government to launch a 

major credible fiscal adjustment and macro-economic stabilization. The proce:;s 

started in 1980's in many Asian countries whereas in India, it was only in 1990s 

that the process was formally inaugurated. A wide ranging pattern of' economic 

reform' was set in motion-the principal objective of which vras stabilization, 

liberalization Ztnd globalization (1 .iberalization, Privatization and Globalization 

mentioned as LPG)in consonance 'Nit:l the JMF- World Bank conditionality. The 

need for structural changes <ui.d bringing about broad socio~conornic 

transformation was felt in the earlier decades, but unfortunately due to lack of 
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consensus and political will, and a series of political instabilities within India 

such attempts were throttled. Ultimately, on 24th July, 1991, the new Indian 

government that came to power launched the structural adjustment programme 

(SAP). The main objective was to dovetail planning and market so that they arc 

complementary to each other. The macro-economic policy framework consisted 

of stabilization measures, struct-ural adjustment measures and complementary 

social measures. Liberal thinking of 1980s, the concept of political economy also 

moved the decision and the policy makes of India. Market force with ils 

overwhelming victory for bringing development in open economy in most of the 

developed capitalist countries alh·acted the attention of the decision and the 

policy makers of India. Some of the scholars in India also argued in favour of the 

introduction of free competitive market in India. They argued that the economic 

reform activities on the part of the state in the nan1e of the state intervention 

should be started with due importance. To adjust the economy of India with lhe 

rest of the world, the concept of liberalization, privatization and globalization 

should be realized at length. Justification of economic reform in the developing 

countries including India can be made on the following grounds. 

First reform is desirable because free markets introduce much more 

competition, which is believed to spur growth in productivity and hence in 

incom.e. Economists believe that competition enhances productivil y because first 

principles of neo-classical economies strongly suggest it and because there is 

empirical evidence to support it, although this evidence is based on a fevv c~.~ses 

rather than comprehensive cross-country data. 

Second, the agenda for reform, though extensive, has attracted a wide 

consensus among development economists and practitioners. Because 

competition is the crucial ingredient of reform and strongest dose of competi! ion 

is likely to come from outside the economy, the reform agenda is close1y 

associated with the outward-looking or export oriented strategy of development. 
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Third over several years a well implem('nted reform should raise average 

income. Despite popular belief to the contrary, evidence is mixed ihc1t 

stabilization and structural adjustment necessarily lower incomes in the short 

nm, especially if the correct (though difficult) comparison is made with the 

situation as it would have been without reform. 

Fourth reform ought to improve the mcome dish·ibution in many 

circumstances, especially in Africa and Asia where economics are characterized 

by small farmers and a labour surplus. 

Fifth, in the context of growing market and addition of labour force in 

India, a greater openness in the n1arket would contribute to increase competition 

and productivity; this in turn would ensure qualitative and quantitative 

expansion of 'public goods', throu8hout the country. 

The last few years, especially after the initiation of economic reforms in 

India, have been a lot of soul searclting with respect to the development strategy 

that had been followed in this country since 1955. To be fair there has been 

misgivings in certain quarters regarding the path that India has charted out since 

1991-92 as well. These misgivings and apprehensions have been shared across 

the ideological spectrum; the left vievvs the importance being given to markets as 

an abdication of its responsibilities by the stale; the right or the othe1 believes 

that markets still continue to be shackled and the state has still not relinquished 

enough of its controls for the market to real!y deliver benefits. 

However, the main objective of the smooth and effective intervention on 

the part of the state would be to make the market of India a true helper in the 

process of preparation of a global market. India's finance minister during his 

budget speech 1993-94 added that this strategy must be supported by essential 

reforms in economic policy and economic management as an integral part of the 

adjustment process, reforms which would help eliminate waste and inefficiency 

and import a new element of dynamism to the growth processes in our economy. 

The thrust of the reform process vvottld have to increase efficiency and 
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interventional competitiveness of industrial production to utilize for this purpose 

foreign investment and foreign technology to a much greater degree that we 

have done in the past, to increase the productivity of the investments to en:;ure 

that India's financial sector is rapidly modernized and to improve that 

performance of the public sector so that the key sectors of our economy are 

enabled to attain an adequate technological and competitive edge in a fast 

changing global economy. 

1.2. REVIEW OF THE LITERATURE: 

An overview of the literature bearing upon the present study can best be 

presented in the following manners: 

(a) Literature (to some extent) relating to the question of state intervention in 

terms of regulated economy (Planned Economy) in India before the 

inception of New Economy Policy (NEP) since 1991. 

(b) Literature relating to the role and performance of structnral reforms in the 

context of the changed role of the state and the market in India since the 

inception of New Economic Policy (NEP) since 1991. 

vVith reference to first categQ.!:X. C. D. Desmukh in Economic DePelop111ents in India: 

~[946-1950, (Asia Publishing House, New York, 1957) starts with initial approach 

of the major economic events of the period and also major political events ih<tt 

vitally affected the economic climate of the country. The author takes up in del<:il 

the periods 1946-49; 1950-52 <md 1953-66; each characterized by certain 

distinctive features. To conclude, Deshmnkh summarizes and synthesizes the 

more important elements essential for development and the lessons of the past 

experience. 

In the book namely India's five Year Plrms: Ninth Edn., (Calcutta, Joydnrga 

Library 1986) Pro£. Dhiresh Bhattacharya incorporates the latest developments it't 

the field of plam1ing policy in India starting from a general theoretical discussion 

of the nature ond necessity of economic plans. The author surveys Ind.ian 

planning and its progress through the years and offers his criticism in regard to 
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the investment patterns, financial policies and the techniques and objectives of all 

the five year plans. In this edilion he has also added a comparative study of 

economic planning of Russia, China and India. 

The book intends to enable the student to grasp the principles and 

prob~ems of economic planning in the Indian context, to impress upon him that a 

plan is not simply a catalogue of development projects but something more 

unified and purposive and to encourage him for himself about the requirements 

of a well balanced economic plan fof India. 

Sukhamay Chakraborty in DePelopment planning: The Indian Experience, 

(Oxford University Press, 1987) presents a synthetic overview of the Indian 

experience of development planning. The author presents an analysis of what led 

India to opt for development planning in the first instance and also discusses the 

difficulties encountered. The authors opine that India's initial choice of 

development strategy was not only justified but in some sense a nahtral one and 

although marred by inadequacies of design and implementation, it constituted a 

major effort to reshape India's economy and society. He also emphasizes on 

stating that the -vvay out of the present problems lies not in giving up planning 

but in giving it a new content. 

Charles Bettleheim in India Independent, (London, 1968) takes Marxist 

dimension nt the time of analyzing the nature and course of plannin8 in India. 

He criticizes the point that the regulated economy of India in terms of planning 

will bring development for the people of cUfferent sections in the country. He 

mentions that Indian Economy is caught between feudal modes of production 

and capitalistic modes of production. The launching of different five Year Plans 

in this economy seeks to fulfill the interest of the dominant classes in the society. 

These vested interest seekers virtnally eat up the vitality of the economy of any 

country, he opines. 

With reference second categgry Ruddar Datt and K. P. M Sundaram in the 

important book entitled Jndimt Economy, (S. Chand and Company Limited, New 
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Delhi, 2000), highlight the problem of growth and present a new approach to the 

study of the Indian Economy. There is clearly an attempt to discord the 

traditional approach to the subject and present a development oriented study of 

the Indian Economy. 

In Part-1 a good amount of discussion about the existence of the trap of 

under-development equilibrium, the basic characteristics of the Indian economy, 

national income and its components, consumption pattern etc. hav-.~ been 

incorporated. 

In Part-II of the book there is a broad discussion about the pla1ming und 

its problems. The rationale and philosophical basis of Indian planning and at the 

same time the ideological background to planning have been discussed. The 

concepts of privatization and economic reforms have b.:en discussed in brief. /m 

assessment of the economic reforms has been attempted in this part. A review of 

the planning period of Indian has been endeavored here too. 

Part-Ill, Pmt-IV & Part-V of the book is devoted to the study of 

Agricultural sector, the Industrial sector and the Tertiary Sector of the Indian 

economy respectively. The problems of Indian labour have been discussed in 

partV. 

Readers find that the problems of transport and communications, the 

foreign trade of India and its balance of payments position, the growth of Indi;:m 

fiscal policy, the history of Indian currency, the role of commercial banks and the 

influence of the Reserve Bank of India in developing an organized money market 

in India find their places in part-VI. At the end of the book a brief survey of the 

problems of Indian public finance has been attempted. 

The updated statistical dat:-1 furnished in the book has provided an 

important source for carrying out research work relating to India's economic 

development strategy. Use of some mimeographed research mticles has 

standardized the book. 



12 

The Intelligent Person's Guirfe io Liberalization, (Penguin Books India Privale 

Ltd, 1996), written by Amit Bh::tduri and Deepak Nayyar provide a good basis for 

proper understanding of the nature of liberalization, privatization and 

globalization. The entire subject matter of the work has been divided into six 

important chapters. The book give:s importance on the fact that history should be 

given due importance as important lessons can be learnt from it. The authors at 

the time of explaining the importance of both the institutions i.e. state and 

market suggest that zeniths of any sort of political ideas are very dangerous. It is 

a danger from which neither the left nor the right is immune. The authors are 

convinced that people do not know certain matters of economy, polity and 

society. 

In the above book one may find that there is repeated emphasis upon the 

importance of democratic institutions with the prerequisites of transparl!ncy and 

accountability because they force self-correction, another name for the ability to 

change when an iterative experiment goes wrong. It also helps the readers in 

getting convinced that doubt is as important as knowledge in the design of 

econornic a11d social policy. 

With the object of analyzing the task of economic development in India in 

a broader perspective the authors Jean Dreze and Amartya Sen in their 

monographic work namely India: Economic Development and Social Opportunity, 

(Oxford University Press, 1995) state that in the process of economic 

development in India the social as well as the economic opportunities have 

central roles. facilities offered by the mechanism of market or generated by the 

institution of the state have not been the key issues in this book. Instead the 

authors devoted themselves to explain the fundamental role of human 

capabilities and their dependence on basic education, health services, ownership 

patterns, social stratification and accessibility of the weJ.ker sections to the social 

opportunities etc. Readers may undoubtedly find that a large part of the book 
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deals with the role of social and political movements, particularly in confronling 

deep-seated inequalities. 

In order to supplement the empirical arguments presented in the 

monographic work at the end of the work the authors present a substantial 

statistical appendix which can be treated as an important source for carrying out 

any sort of innovative work relating to the socialcmd economic developments of 

India in future. The readers can not refrain themselves from admitting that it has 

made people aware of understanding the obstacles to economic developments in 

India and the basic failure of public policies to remove them. The cross country 

analysis initiated in the book helps the readers in having comparisons of India's 

achievements with those of other countries, including the ones that h:rvc 

skillfully used market opportunities and international economic integration, such 

as South Korea and other economies of East Asia and South East Asia and more 

recently in post reformed China. On the basis of comprehensive sh1clies of the 

Indian development experience there is an interesting comparison on three 

Indian states (Kerala, West Bengal and Uttar Pradesh). This provides empirical 

data to have a better understanding of the variations of social opportunities exist 

in different states within the country in the context of recent economic 

developments in India. 

Scholars are aware of the fact that the adverse impact of the conflict in the 

Gulf put India's fragile economy to deep crises in August, 1990. In order to get 

rid of the crisis, in July, 1991 new economic policy of the country was initiated 

with great expectations. The introduction of New Economic Policy gave rise to a 

debate about the directi.ons that the economy had been following and the likely 

impact of current policies on India's economic future. In The Indinn Econo111y -

Prob!t?ms nnd Prospects, (Penguin Books India (P) Ltd. 1992) by Bimal Jnlan there is 

a series of essays written by eminent scholars (like Bipan Chandra, Raja J. 

Chelliah, Pranztb Bardhan, and Koushik 8:.1SL1 etc.) and these definilely contribute 

to a great extent to the debate about the directions of the economy of India to be 
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followed. The series of essays cover both the short term and long term aspects 

and attempt to answer the questions that many are asking: where is India and 

where should it go from here? This can be treated as an attempt to take a look at 

the current economic crisis in a long term historical perspective. No doubt such 

perspective is of great importance for understanding the origins and causes of 

the crisis as well as its possible solul.ions. 

Prof. Amiya Kumar Bagchi published a very importcmt book on 

globalization namely Biswrzyan: Blwbnrz-Durbhabnn, (Volumes-! & II), [(A 

collection of essays on globalization in Bengali), National Book Agency Private 

Limited, 2002]. In the book the different dimensions of globalization have been 

taken into consideration. Different eminent scholars of both national and 

international level have expressed their opinions about the concept o£ 

globalization keeping in mind its relationship with technology, agriculture, 

services education, culture, market etc. A great deal of discussion has also been 

made on important topics like 'Glol>alization and Woman', 'Globalization and 

Environment',' Globetlization and Democracy' at length. The causes of the 

economic crises during the early period of 90's and the reasons why the Third 

World countries including India tilted in favour of so called globalization (lnd 

the process of international economic integration have also been highlighted . 

Prof. Atul Kohli examines the role of the state in the developing world 

(the periphery) in the book entitled Slntc Directed Development, Political Pamer and 

Industrialization in Global Periphery, (Cambridge University Press, 2005). The 

author makes a comparative analysis of states as economic actor(s) in developing 

societies. 

Scholars often notice that some have more successful than others in 

promoting industrialization. Some elements in the states' relationship with 

competing classes (labour, business etc. for example) enabled some states to 

promote industrialization successfully, while others could not. The author 

provides n 'historical orientation' of how these slates acquired their 'core 
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character' long before they started to intervene in order to promote development. 

To be particular, the author has taken into consideration the deep impact of the 

colonial rule and tradition. It is the typology of the author, depending on how 

the authority of state is organized and used in the developing world upon which 

the choice of state is based. 

Categorically the author points out that both the 'cohesive-capitalist' 

states South Korea and Brazil which were under the control of military 

dictatorships for long periods share organizational and class characteristics of the 

fascist states in inter-war Europe and Japan. In the case of India .. Kohli opines 

that it is a fragmented multiclass society. Unlike nco-patrimonial states these 

states are real and modern. They command authority and leaders ~ L'e 

accountable generally for policies and performance. However, unlike in cohesive 

states the authority of fragmented society rests on a "broader class alliance." This 

results in their inability to "define their goals as narrowly or pursue them as 

effectively as cohesive capitalist states". They also tend to be 'rniddlinr; 

performers' because they have to surrender themselves before competing cic.1ss 

interests. The study makes a comparative analysis of state intervention in four 

large and significant countries Nigeria, South Korea, India and BraziL Choice of 

these counh·ies is deliberate in order to explain the variation in the efficacy of 

state intervention in varied context. 

The work is very significant as it places the role of the state <it the centre of 

discussion on modern capitalism and industrialization. In the process it rescues 

us from the debate from the hislorical and political perspectives that are raginB". 

The Korean case best illustrates Lhis. The author points out that 'statist scholars' 

have demonstrated quite convincingly that state intervention played a crucial 

role in the East Asian Miracle. 

But the interesting thing to note about the book is that it could not answer 

a few important questions. These are: 
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i) Why is a relatively more vibrant democracy like the one m India 

unable to promote development? 

ii) Why was the Indian state unable to act decisively by setting the 

contradictory positions of the different social classes? 

The emerging global economy calls for a restruchuing and reforming the 

national economic policies of the nation states across the globe. But this 

necessary adjustment is not as simple as privatization, liberalization, 

marketization, globalization or vvhatever other slogan that is found attractive and 

marketable for the time being. The scholars must have a proper understanding of 

the far reaching changes taking place in the global economy and intelligent 

response to them with a clear perception of social priorities. Against this 

backdrop C. T. Kurien' s article "Indian Economic Reforms in the Context of 

Emerging Global Economy" in Economic nnd Politicnl Weekly; (April 10, 1993,) 

provides substantial information for such understanding. In the article the author 

traces out the roots of the present global economy. He also points out the reas011S 

of India's integration or response to the present day emerging r;lobol economy. 

David B. H. Denoon in his article "Cycles in Indian Economic 

Liberalization, 1966-1996" in Comparntive Politics, (October, 1998) presents the 

history of liberalization periods in India in three important stages. These stages 

are 1966-68, 1983-87 episode and finally 1991-94 episode, each episode has been 

discussed in its historical perspective and there is a discussion of the logic as ·wrJl 

as the motivation which worked behind each of these three stagea vvith 

substantial information. The author also points out the theoretical approaches to 

the political economy of India. 

In the article "Dynamic Growth in China: Lessons in Economic Reform for 

Other Developing Economies" by Wing Thye Woo presented in a seminar on 

Structural Adjustment and Policy Reforms: Perspective from InternationJl 

Experiences, (August 23rd, 1994) there is a discussion about the high rate of 

growth of China and the transformations of its economic structure since 



17 

economic reform started in China in 1978. The author points out that as a result 

of the impressive growth (9.5% per annum) and structural h·ansfonnation there 

is a growing perception among the scholars concerned with the economic policy 

reform, that China offers valuable lessons to the design of economic reform 

strategy particularly to a populous country like India. He points out that there 

are three important lessons commonly drawn from the Chinese experience. 

These are: 

1) Agricultural sector reforms should precede industrial sector reforms i.e. 

there is an optimal sequence to the implementation of reform. 

2) Since the State Owned Enterprises (SOEs) can be reformed satisfactorily, 

privatization is superfluous. 

3) Economic liberalization should precede political liberalization. 

The author, in this paper, challenges the validity of the above three lessons 

and concludes saying that India not only has the potential to achieve the 

same impressive result that was found in case of China. He argues 

strongly that India can do so at a faster pace at the time of exercising 

reform activities in the attempt of integrating its economy with the so 

called global economy. 

Bata K. Dey in "Liberalization and Human Management Concerns" 

attempts to endorse the desires of liberalization process with few reservations. In 

the article there is a discussion of the possibilities it offers in improving human 

factor in the process of the management of government and business activities. 

The author at the same time, points out the manner of responding thereto 

through reorganizing organizational structures. In the article the core of the 

discussion revolves around the value and importance of various human 

dimensions c.t the time of exercising econom.ic reforms. Bata K. Dey illustrettes 

through exhibits, features of changes required in new organizational structure. 

Vijoy Josbi and I.M.D. Little in their important work namely: M.1cro 

Economics and Political Economy (1994) puts focus first on stabilization. At the time 
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of analyzing the stabilization measures in the context of India they argue that the 

fiscal adjustment of this country requires both a substantial extension of the 

coverage of direct taxes and the enhancement of user charges on water and 

electricity, the low prices on which mainly benefit the poor. Both are critic<tl of 

the government of India at the tinw of analyzing the structural adjustment 

programme of country. They opine that the programme is not clear sufficiently 

as regards the future time path of trade liberalization. They oppose the concept 

of minimal role of state of western style in the context of liberalization wave. 

Rather they advocate a bigger and effective role of the state by vvay of 

formulating and implementing plans and programmes for those ·who will be 

affected adversely after the introduction of the economic reforms in the context 

of globalisation. 

In his important work Globalization and Nationalism (Sage, 2001), Baldev 

Raj Nayar discusses that the democratic structure of India appears to be 

emerging as a key explanatory variable in tk~ recent period of economic 

liberalization in the 1990s.He argues that even in the peak hours of glol>alization, 

the role of the state is not going to be minimized to a great extent. Rather in the 

process of determining the natures, scope, pace and sequencing economic policy 

reform the institution of state is going to play the key role. Market is not in a 

position to play the master role here. To survive and he effective too in the high 

time of liberalization it is necessary for the state lo cope with challenges arising 

from globalization by way of enh:mcjng its regulative and transforming capacity. 

Terrance J. Byers in an edited volume entitled The State, Dt'Pelopmeilt 

Planlling and Liberalization in India, (Oxford University Press, 1998), opens up 

discussion of the various issues that are relevant to the present liberalized 

environment prevailing in India. In the context of the debate relating lo 

liberalization and its consequencrs, most of the contributions made by tl1e 

en1inent scholars are of great sigt1ificance. The author himself, in his own article, 

makes a critical attempt to discuss the concept of liberalization. In the 
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introductory analysis he also discusses development strategy of India before the 

inception of structural reforms since 1991. 

In his book Unfinished Business: Indin in the world Economy, (Los Angeles, 

1999) Deepak Lal initiates a discussion of the transition of India from a planning 

to a globally integrated market. An outline of the growth performance of the 

country in the long run historical perspective till about 1985 has been provided at 

the out set of the work. In several articles, the author discusses the situations that 

impelled the country to go for the incorporation of structural adjustment 

programme within the economy of India. He also points out the areas where 

India has to initiate structural reforms for alleviating the mass structural poverty 

of India. 

Prof. Baldev Raj Nayar in his important edited work entitled Globalization 

nnd Politics, (New Delhi, Oxford University Prl!ss,, 2007); a comprehensive view 

of the recent debates surrounding globalization and its consequent effects on lhc 

socio-economic and political life of India has been provided with proper analysit•. 

Divers view points against the backdrop of political economy of globalization 

has also been provided in this extensive volume. A fruitful discussion as regards 

the diffusion of globalization and its causes and consequences is there by the 

eminent scholars from the different fields (social sciences, policy makers and 

media specialist) in a well articulated manner. All their views on the role of 

ideas, interests and institutions in the adjustment to globalization have been 

presented in the book. In the introductory discussion the author makes <:n 

attempt of providing a broad over view of the nature and development of 

economic globalization and India's experience with it. Readers may find that in 

five broad sections: nature of globalization both in its past and contemporary 

incarnations; the nature of economic strategy in India that preceded 

globalization; the shift to economic liberalization and the stimulus for it; the 

consequences of globalization and the associated process of economic 

liberalization on India's relationship with the world; and the impact of these 
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processes, internally, on India's economy, society and polity - all the various 

readings offered by the different scholars have been organized in the work in a 

coherent manner. No doubt that the present volume will be of great interest to 

advance students and scholars of politics, economics and political economy as 

well as to journalists, policy makers and the informed general leader as the 

contributions made by Montek Singh Ahluwalia, Sanjaya Baru, Jagdish 

Bhagwati, Amartya Sen and Joseph E. Stiglitz among others through their 

writings are of high importance and significance. 

By situating the concept of globalization in the broad sweep of modern 

history over the past half-millennium, Jeffrey G. Wiliamson makes an attempt to 

of advance an understanding of globaJization in the article: "Winners and Losers 

over Two Centuries of Globalization". To him the proper cause of the 

international economic integration (i.e. globalization) is to be traced in the 

availability of market price convergence and at the same time he asserts that all 

expansions of trade and capital flows does not necessarily signify international 

economic integration. Since the historic voyage of Columbus, Williamson has 

presented the past half millennium into four mnin episodes, two of which have 

favomed globalization while the other two were restrictive. The episodes are: 1) 

Anti-global resh·iction (1492-1820), the first global century (1820-1913), Anti

global retreat (1913-1950) and the second global century (1950-2002). 

Dividing into five successive phases, the economic growth of the 

contemporary world has been examined by Angus Madison in the article: "Why 

and When did the West Get Rich"? In a larger historical context, the modern 

economic history has been re-translated into strict chronology in the following 

successive phases in the analysis of Maddison: a) the period from 1820 to 1870 

marking the initials phase of czrpitalist development and characterized with the 

slow economic growth; b) 1870 to 1913, labeled as the old liberal order and 

featured with the modest economic growth, c) the period from 1913 to 1950 the 

period witnessed the collapse of liberi-11 order, d) 1950 to 1973 characterized as 
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the golden age by Maddison in view of the rapid per capita income growth :.~nd 

e) 1973 to 2002, the period marked with a new liberal order where the growth h0s 

been second best. 

The two broad themes regarding globalization have been highlighted in 

Deepak Nayyar's edited volume Gouemhzg Globalization, (Oxford University 

Press, 2003). In the first theme the contemporary globalization has been viewed 

as recurrence of an earlier phenomenon that had been experienced before fot 

several decades prior to world War-! (1914-1918) which had centered on 

integration of the world economy throw the cross-border flows of trade, 

investment and labour. The fundamental asymmetry pervading the governing 

international regimes and the consequences of globalization has been taken into 

consideration in the second theme. He argues that the process of globalization is 

likely to widen the gap between the Less Developed Countries (LDCs) and the 

Advanced Industrial Countries (AIC) in long run, in terms of devt=>lopment. 

Prof. Amartya Sen takes globalization not as a new phenomenon at all in 

his article on 'Global Inequality and Human Security'. Instead he is in favour 

opinion of enlarging the scope of globalization expansively to encompass all 

human interactions over thousands of years. Differing with Nayyar he agrees 

that globalization generates some sort of benefits for the developing blocs in t·he 

world. He concentrates more on the ethical and fair distribution of the benefits to 

be generated by the process of globalization. 

Recognizing the benefits of globalization as it provides towards the 

economic development of the country and therefore to human welfare the most 

vociferous critic of globalization, Joseph E. Stiglitz, in Globalization and lis 

Discontents (Penguine, 2002) expressed concern over the unbalanced view that 

supporters take of the phenomenon ignoring its failures to fulfi11 the mitny 

promises that have been made in the initial stage, particularly as regards 

reducing poverty. He is very much critical of the way of the implementation of 

globalization in the developing societies. lie argues that the costs incurred by the 
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less developed countries for incorporating globalization within their economies 

are more than the benefits provided by it. 

Jagdish Bhagwati in the work entitled India in Transition: Freeing lite 

Economy (Oxford, Clarendon Press, 1993) does not see eye to eye with the critics 

who assume that the costs of the incorporation o£ globalization are more than the 

benefits it generates in course of its functioning within the economies of the 

developing countries. He stressed that there is a human face with globalization. 

It also helps in advancing the achievements of the social agenda rather than 

threatening them. He argues that if proper public institutions and policies are 

made available within the structures and the functioning of the economies of the 

developing nations, the process of globalization is going to be beneficial in all 

respects- like child labour, poverty, women's rights etc. 

In the article entitled "Nationalist Planning for Autarchy and State 

Hegemony: Dev.elopment Strategy under Nehru" Nayar mentions the 'Nehru

MahaJanobis Strategy', which prevailed prior to the shift to economic 

liberalization. The central argument in the article is that it emphasizes the power 

of nationalism, standing opposed to globalization as a social force .Proper stress 

has been given to the power of the ideology o£ socialism to which Nehru was 

committed and the propitious political circumstances of the particular class basis 

of the Indian polity at the time of changing the public sector as the ITtechanism 

for carrying out the intended industrialization. 

Montek Singh Ahluwalia in his article namely "India in Globalizing 

World" views the process of globalisation quite positively. He gives notes with 

significance that all countries that h<.we already experienced high growth have 

done so only by seizing the opporhmities thrown up by international integration. 

To him, the process of economic liberalization in internal variant began in the 

mid 1980s and was then extended to external liberalization in 1991 in the coni.ext 

of an economic crisis. 
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Prabhat Patnaik and C.P. Chandrasekhar both summarily reject the 

approach mentioned above in their well-argued and polished article 'India, 

Dirigisme, Structural Adjustment and the Radical Alternative". Their first point 

relates to the causes leading to economic reforms. They accuse IFI as the 

principal culprit as it undercut any attempt to build a relatively autonomous 

Indian capitalism through state intervention. They opine that expansive import 

liberalization and large scale external borrowing during the regime of Raje-:\r 

Gandhi eventually led to the economic crisis in the country. In the second place, 

both the scholars find the economic reforms responsible for slowing down the 

economic growth, aggravating the fiscal situation and worsening poverty in the 

J society. Finally, they provide a different development strategy. Through the 

introduction of a trade policy centered on import control and promotion of 

export of manufactures, and improvement of living standards through lan.d 

reforms and greater attention to the fields of education and health, a superior 

alternative to the present economic reform is possible. 

Jalal Alamgir, in his contribution on "Nationalist Globalism: The 

Narrative of Strategic Politics and Economic Openness in India" opines that 

economic policy has taken an interdisciplinary approach. There has been the 

integration of economic, military and diplomatic elements in this geopolitic<tl 

architecture. 

Devesh Kapur in a fascinating article on "Ideas and Economic Reforms in 

India: The role of International Migration and Indian Diaspora", explores the 

impact on Indian liberalization policies of h·ansborder flows of ideas resulting 

from both the migration and reh1rn of Indian intellectuals and enh·epreneurs. 

Kapoor argues that given the strong selection bias concerning recent Indian 

migrants (who are drawn largely from the upper strata) and their access to 

decision-making elites, the impact is at least 'as significant as other factors' that 

are often advanced in explaining liberalization. 
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A ring side view of the positions of the different groups of the RSS family 

on the issue of globalization and how they are related to their variant support 

bases has been provided by Ashok Malik in his article "The BJP, The RSS 

(Rastriya Swayamsevak Sangha) Family and Globalization in India". At the time 

of analyzing the fitful execution of liberalization he shows that the big merchant 

houses in the country cried for the liberalization episode in India whereas the 

small scale producers opposed the launching of liberalization episode in India. 

A hard-hitting attack on globalization has been provided by B. 

Vivekananda in his article "Globalization and India". He views globalization . 
from the idealistic perspective of social democracy. He also views globalization 

as rooted in greed-driven project of the developed countries to exploit, coerce, 

and dominate LDCs. 

Sanjaya Baru in his important article "Strategic Consequences of India's 

Economic Performance" has elevated the debate about economic reform or 

liberalization and globalization in India to the strategic level. He suggests that 

the cumulative improved economic performance of India since 1980 is to be 

traced to the de-hyphenation of India from Pakistan in international affairs and 

India's comprehensive engagement 1.vith the major powers in the opening years 

of the new country. According to him through trade and investment the 

economy of India integrates itself with the global economy and there by is 

clustered into the power equation of the world in a new way. 

There are scholars who often h·eat the process of globalization as the canse 

of the erosion o£ national autonomy. But Prof. D. Nayyar wilh the help of 

empirical data opines in a different way in his extensive article "Globalization 

and India's National Autonomy". Refuting the claim in relation to the economic 

and political areas he argues that by expanding its capabilities the process of 

globalization has strengthened the national 2ntonomy of the country. He at the 

same time does not forget to mention that there has been the exaggeration of the 
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greater autonomy of India prior to the incorporation of the provisions relating to 

globalization within the national economy of the country. 

The main aim of the inception of New Economic policy in India was the 

alleviation or reduction of poverty level existing in the society. The most 

controversial issue in relation to the impact of globalization and by extension 

that of liberalization is that of whether it has alleviated or worsened poverty. 

One of the more thorough-going analysis of the issue mentioned above has been 

made extensively in the article entitled "Poverty and Inequality in India: A Re

examination" written by Angus Deaton and Jean Dreze. 

B.B. Bhattacharya and S. Sakthivel in their extensive article "Regional 

Growth and Disparity in India: Comparison of Pre and Post Reform Decades" 

suggests that the growth accentuation, albeit moderate, of the reform decade of 

the 1990s-compared to the pre-reform decade of the 1980s has seen the 

accentuation of disparities among the states. Similarly results of several other 

studies have been confirmed by them, certifying in the process that there has 

been no trend toward convergence. 

The impact of economic liberalization for the federal aspect of the Indian 

polity has been assessed in a beautiful manner by Aseema Sinha in her extensive 

article "The Changing Political Economy of India: A Historical Institutionalist 

Approach". She concludes by saying that liberalization has had the radical effect 

of substantially decentralizing the federation and empowering the state more 

deeply. 

A contrast in the position of labour between the period before and the one 

after economic liberalization has been drawn by Supriya Roychowdhury in her 

article entitled "Globalization and Labour". The important evidences relating to 

the adverse trends for labour in the post liberalization period in regard to the 

shrinkage of the organized sector, the expansion of the informal sector, the 

decline in social security and the disempowerment of trade unions have also 

been provided by her extensive article. 
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Prabhat Patnaik in The Mnrxi:-;t, (Quarterly), Vol. XVII, No. 02 assesses the 

effect of liberalization in India for the period of ten years (1991-2001) in a critical 

manner. Data found in the article will help the readers in analyzing zmd 

assessing the years of 'Economic Liberalization' in India. To conclude Prof. 

Prabhat Patnaik opines that liberalization has to be considered in the light of 

human face all the time. 

Jayati Ghosh in her article entitled "India's structural adjustment - An 

Assessment in comparative Asian context" in Eco11omic nnd Politicnl V\'eekly (May 

17-24, 1997) seeks to make a reasonable assessment of whether the package of 

economic reforms being implemented in India, at present, has any relation to the 

strategies that were allowed for the apparent economic success of other East and 

South-East Asian countries. The author makes an intensive study on the current 

issues of policies relating to economic reform across the globe and i.hereby 

identifies the importmt elements of the adjustment stTategies followed in son1e 

of these countries (South Korea, Hon Kong, Singapore, and China) with some 

particu!ar reference to some key areas of economic policy. The divergence of 

these strategies from the stcmc~ard 'liberalizing' or 'market driven' model of 

structural Jdjustment finds their place in the article. Against this perspective a 

notable discussion of the experience of India of its New Economic Policy (NEP) 

since 1991 was discussed in con1parison with the East and South-East Asian 

countries. 

Biplab Dasgupta in his book entitled Globnlizntion: India's ArfjustJiielll 

Experience, (Sage 2005: New Delhi) studies the structural adjustment experience 

since its inception in 1991 using concrete facts and figures. In relation to the 

question of globalization with respect to India different issues, for examples, the 

role of multilateral agencies and of multinational companies and the policies 

with regard to patents and environment have been raised in the book. 

Rao, C. H. Hanumantha and Linneman Hans in their edited work entitled 

Eco!lomic Refor111s nnd Poverty AllePint ion in Inrfin, (Sage publications India Pvt. 



Ltd., 1996) introduce important issues relating to the major consequences of the 

current economic reforms for poverty in India. A minute analysis of all the eight 

papers presented in the volume reveals clearly that in the light of the experiences 

of the several countries in the continents of Latin America, Africa and Asia whkh 

underwent the adjustment process during the 1980s and evolving the relevar:t 

theoretical framework in contrasl to the present structural adjustment process in 

India. For receiving latest i11formation on the stabilization and structural 

adjustment measures undertaken in India, and on their impact on the balance of 

payments, growth, employment, inflation and poverty the papers analyzed in 

the work are of immense importance ;:md significance to a great extent. 

1.3. OBJ~CTIVES OF THE PRO~OSED STUDY: 

State intervention in the context of structural reforms has posed a new 

dimension to the question and the method of state intervention both to the 

developed and developing countries in the world including India. The proposed 

study takes into consideration the various perspectives of the concept of state 

intervention and intends to show the degree and the nature of intervention on 

the part of the state in all national economies. The proposed study also intends to 

show how far the interventionist state can perform its role as an instrument of 

economic transformation in the contemporary world. 

Earlier, the rise of socialism during 1920s in the state of the USSR 

(ershvhile) and other East-Europe;1n countries provided a different dimension to 

the question of state intervention for realizing development. The socialist school 

insisted on considering the question of economic development through rigorous 

state controlled planning. 

But the collapse of the Soviet Union (erstwhile) and changes in the 

communist governments in the East-Europe;1n countries during the late 1980s 

put a setback to the concept of regulated economy. On the other hand th2 

tremendous economic development experienced by the South-EClst Asian 

countries having followed n market oriented economy during the san1e period 



28 

unleashed liberalization wave to be exercised through the structural reforms 

across the globe. State centric subsidized economy has no place in the 

contemporary world. The process of liberalization marked a radical departure 

from the earlier stand point of the concept of state intervention so far as the 

question of bringing development through bureaucratic iritervention is 

concerned. 

The biggest task for the policy makers and executioners of public policy in India 

is the transformation of Indian economy from command to market, from 

controlled to decontrolled, from closed to open in the context of structural 

reforms initiated in the country since the inception of New Economic Policy in 

19991. 

The suggested study seeks to make a comprehensive analysis of the 

question of reforms in the context of structural adjustment programme (SAP) in 

India since 1980s. The study shows the degree and the nature of the interaction 

between the state and market in the context of 8lobalization wave and also tries 

to give opinion upon the possible victorious to be found out of the interaction 

between the two important institutions i.e., state and market in India. 

1.4. RESEARCH_QUESTIONS: 

The proposed study has some important objectives to fulfill. Keeping in 

mind the stated objectives the suggested study would explore the following 

research questions. These ore: 

i) What are the theoretical foundations of the concept of state 

intervention vis-a-vis market? 

ii) How did the early concepts of state intervention and welfare state 

change its direction, attitudes and assumptions during the transitional 

period from 1951 to 1991? 

iii) Why did India with its socio-economic political structure fail lo 

actualize the benefits of development through the direct intervention 

of the government during the periods from 60s to 90s? 



29 

iv) What are the structural, functional, attitudinal and behavioural 

changes which are of utmost necessity in the context of liberalization, 

privatization and globalization? 

v) What is the implication of NEP in the context of India's future? 

vi) How far is it relevant to bring about changes and undertalsc the reform 

in the affairs of the state for adjusting Indian economy with the global 

economy? 

vii) What is the impact of the reform process in the last fifteen years? Has it 

been able to broaden the scope of market opel'ation? Or exclusively Jns 

it restricted the role of state? 

viii) How far India could jntegrate with the global economy, considering 

the large structural weaknesses in its domestic sectors. 

1.5. RESEARCH METHODOLOGY: 

The study intends to examine the contexts and process of economic 

reforms in India since 1980s. With the shift of priorities, India's econor:nic 

development altered its prim·Hies - it moved from a planned economy to a 

broader market level economy. Although planning and the role of the state were 

not abandoned fully, the Structural Adjustment Programme and econo.:nic 

reform in 1990s took India from a rather closed, state controlled public sector to 

private entrepreneurship based capitalist development. The impact of the reform 

has been a mixed one. While a group of scholars claim that India's credibility as 

an economic power has incre<lsed, other claim that the rampant opening of 

economies, liberalization, privatization and globalization have opened up the 

development process to extreme level of internal and international'exploitntion' 

both by the multinationals and foreign companies. 

In the context of the above problematique, the thesis int(~nds to 

understand the broad framework of capitalist development, examining different 

dimensions of the reform process. In the course of the study, both the theoreticd 

and empirical literature would be explored. The time series data would be ust•d 
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to study the impact of the economic process (between1980 & 1990 and again 

between 1991 & 2001 etc.). The study intends to explore both primary and 

secondary sources, analyzing them in the context of macro-economic and micro

economic indicators. An effort would be made to examine the impact of t:Le 

reform on the role of the expanded market and the nature of competitiveness 

faced by the economy, in the context of global access to opportunities. The work 

proposes to be historical, descriptive and empirical; it would attempt to 

understand the changing role of the market ns well as the role of the India's 

capitalist state. 

A cross-country analysis wouJd enrich the entire gamut of study while 

specific case studies like Thailand, South Korea, Mexico, Bangladesh would Le 

taken up to enlighten and explain the crisis and experiments to the reform 

process. 

1.6. CHAPTER-WISE PLAN OF THE STUDY: 

A well articulated and comprehensive research work in the field of social 

science must proceed systematically. The systematic presentation of chapter-wise 

plan of any proposed study adds comprehensiveness to any proposed study and 

makes it more scientific. The present research work seeks to present the chapters 

discussed in the study in the following numner: 

1. Introduction - Statement of the Problem - Over view of Literature -
Objectives of the Proposed Study - Research Questions - Research 
Methodology followed for the proposed study - Plan of the Study 
(Chapter wise). 

2. State and Market: A Theordicnl Conh·oversy. 
3. Development Planning and State Intervention in India 
4. Globalization: Why India I~esorted to Globalization. 
5. The Politics of Structural Reforms. 
6. Impacts of Economic Reforms: Pre and Post Reforms Scenario. 
7. Summary and Concluding Observations. 


