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| am al ways rem nded of one thing which the well -
known British econom st Adam Smith has said in his
famous treatise The Wealth of Nations. In it he has
descri bed sone econom c | aws as universal and

absol ute. Then he has described certain situations
whi ch may be an obstacle to the operation of these

| aws. These di sturbing factors are the human nature,
the human tenperanent or altruisminherent init.
Now t he economics of Khadi is just the opposite of
it. Benevol ence which is inherent in human nature is
the very foundation of the econom cs of Khadi. Wat
Adam Smth has described as pure economc activity
based nerely on the calculations of profit and | oss
is a selfish attitude and it is an obstacle to the
devel opnent of Khadi; and it is the function of a
chanpi on of Khadi to counteract this tendency.

(Gandhi 1958, Vol. 59, 205-6)"

W are trying to catch up, as far as we can, with
the Industrial Revolution that occurred long ago in

Western countries. (Nehru 1954, Vol. 2, 93)



These quotations by the two stalwarts of India's
i ndependence struggle are striking for their different, al nost
contradictory views of the goal of devel opnent in post-

i ndependence I ndian society. Both were no doubt notivated by
the desire to build a fair and just future. But fromwthin
the Congress party, the dom nant anti-British party at the
time of independence in 1947, each espoused a different "nodel
of devel opnent” and vision of social progress. Gandhi's
chanpi oni ng of an i ndi genous cottage-based econom c system was
no match for the capitalist catch-up plan that becanme known as
"Nehruvi an socialism"”

The debate over transition that began with Gandhi's and
Nehru's different conceptions of devel opnment paths continued
in the 1990s as India joins the seem ngly worldwi de rush to
enbrace capitalism Wile the liberalization policies first
introduced in 1991 by Prinme M nister Narasimha Rao did not
chal I enge the fundanental Nehruvian belief in growth through
i ndustrialization, they certainly questioned the wi sdom of the
state's involvenent in output and pricing decisions and
contested the inport substitution approach to devel opnent t hat
has been the hallmark of India' s industrialization process
si nce i ndependence. These "new econom c policies" have been
directed at significantly reducing the state's involvenent in
t he I ndi an econony and supporting an export-oriented growh
and industrialization strategy of devel opnent.

Whet her explicit or not, any devel opnent nodel is

predi cated upon a particular theory of economc transition and



a particular vision of economc justice. It must specify how a
new set of economc relations energes fromor is built upon
the old. And its practice effects a distinctive distribution
of national incone, producing a different |andscape of
production in which certain ways of creating surplus |abor or
product are pronoted over others. W agree with Marx (1977)
who pointed out in his critique of the Gotha Program (a
program drawn up by German socialists for the creation of a
future German communi st society) that every society has a
dom nant concept of "fairness" and just distribution and it
follows that any nodel of devel opnment draws upon its own
particul ar version of this discourse of fairness for

| egitimation.

Gandhi was clearly interested in pronoting an econom c
systemthat was built upon benevol ence and collectivity at the
poi nt of production. Moreover he assuned that traditional
rural and peasant ways and institutions could be accommopdat ed
Wi t hin noderni zation. Nehru, by contrast, along with
subsequent national | eaders supported the devel opnent of a
conpletely new industrial systemin which markets and the
state would work together to produce efficient growh for the
benefit of all.

Al ongsi de and agai nst the ideas of Gandhi, Nehru and his
foll owers, Indian Marxist theorists have al so debated
transition and devel opnent pat hways. Mst notabl e have been
the I ndian nodes of production debate and the intervention of

the subal tern studies school. Currently, however, in the face



of the governnent's |iberalization policies, Murxist and

| efti st debates about devel opnent have been sonewhat nut ed.
While this can be seen in part as a result of recent attenpts
by neocl assicists to exorcise Marxi smfrom academ ¢ and soci al
discourse in India, it is also, we suggest, related to the

hi storicist conceptual framework that underpins traditional
Mar xi st theories of transition. As the |iberalization program
has, perhaps unwittingly, opened a new space for debate and
reconsi deration of various aspects of devel opnent, we offer
this essay as a Marxist intervention that keeps alive the
(Gandhi an) possibility of alternative (noncapitalist)

devel opment pat hs.

In this chapter we provide a critique of orthodox Marxian
theories of transition and the devel opnent nodel s they give
rise to. W offer a new cl ass perspective on transition that
adopts a decentered conception of society and a
multidirectional vision of transition. Through the | ens of
this new perspective, we exam ne the changing class structure
of India since the enactnent of economc liberalization in the

early 1990s.

Concepts of Transition

In the I ndian nodes of production debate transition is
attributed to a once and for all macro shift in the node of
production (or the econony) that effects subsequent change in
the social totality.? Though the desired outcone is a

transition or revolution that ushers in a socialist or



communi st node of production, in the Indian case capitalism
has been seen to be triunphant. Gven the | ogic of

uni directional system c change enbraced by participants in the
nodes of production debate, a central concern of this debate
has been to explain why the capitalist node of production
failed to become domnant in Indian agriculture. Inline with
the historicist® and essentialist |ogic of historical
materialismthis formul ati on was thoroughly anti-Gandhi an as
it was based on the assunption that capitalism cannot
accomodat e traditional rural and peasant institutions which
were considered to be backward and out noded.

The Marxi an subal tern studi es school chall enges the
fundanental prem se that transition nmust be a conpl ete process
of replacenent and that capitalism cannot acconmobdate pre-
capitalist elenents of society.® An alternative nodel of
transition for Third Wrld countries is posited whereby
aspects of pre-capitalismare appropriated by and accommodat ed
within capitalismin what is called capital's "passive
revolution."* In the subaltern literature the desired
devel opnent nodel involves a transition fromthe form
capitalismtakes in underdevel oped societies (produced by the
passive revolution of capital) to a socialismof comunities.

A nunber of elenents are present in both theories of
transition: the novenent of society is grounded in a pregiven
totality which is understood to devel op progressively in a
prescri bed manner until it reaches its telos; conplex soci al

formations or totalities are reduced to a nore basic totality



or essence--the node of production; commonality is
f oregrounded agai nst the chaos of the uncommon, the
unpredi ctabl e, and the unknown; order, certainty and
continuity are the principles for arranging events and tine;
hi stori cal changes are no nore than the reflections of the
journey of the essence; and revolutionary transitions are
ultimately driven by an underlying historical consciousness
emanating fromthat essence (Chakrabarti 1996). Foucault
(1972) refers to such a constellation of elenments as total
hi story--the arrangenent of tinme and events by a unified
totality which is driven by a manifest notive or phil osophy.

I n both approaches, the econony is visualized as a
honogeneous space where, at every site of production,
relati ons of production behave uniformy. By this logic, a new
stage in the process of economc transition is understood as a
di achroni ¢ and “progressive’change in all the production sites
in the econony. This applies whether the posited devel opnent al
logic is the progression of nodes of production as in the
| ndi an nodes of production debate, or the nodified
devel opnmental |ogic of the subaltern school where the "passive
revolution” of capitalismintercedes as a new phase between
feudalismand capitalism No allowance is nmade in these
approaches for the nmulti-faceted and non-tel eol ogi cal
devel opnent of different types of fundanental class
transitions nor for changes in the formof a particular class
process (from say, one type of capitalist class process to

anot her capitalist class process).



I ndian theories of transition reinscribe three problens
associated wth orthodox Marxian theories of transition:
first, transition is conceived as a macro, "big bang" change--
society is understood as a unified totality and transition
i nvol ves the conpl ete repl acenent of an out noded soci al
totality with a new one; second, in line with historica
materialism transition is understood as a diachronic and
t el eol ogi cal process of succession; and, third, transition is
linked with a concept of progress, understood as an ever-
expanding and irreversible set of econom c opportunities.

These three features mark out our differences fromthe
concept of transition deployed in the Indian node of
production debate and the subaltern studies debates. W prefer
to adopt a decentered conception of transition that is
predi cat ed upon an open and het erogeneous social totality. W
are concerned with synchronic shifts in the multiplicity and
m xture of class processes within a society. In our vision of
decentered transition history has no inner logic, no way in
which it can be arranged into a series of periods driven by an
Hegel i an tel eol ogy of reason or the preordai ned succession of
nodes of production. History is not the progressive unfol ding
of a universal truth that can be deci phered by theory (such as
historical materialism. Rather, it is always and everywhere
contingently produced.

In order to flesh out our understanding, it is necessary
to introduce a disaggregated class approach to the soci al

totality and its transitions. W can then explain the non-



hi storici st devel opnental structure of our theory of

transition and the alternative idea of progress it entails.

Decentering Society and Transition with a D saggregated C ass
Anal ysi s

A framework that defines specific types of class
processes and "cl ass sets" (Cull enberg 1992) presents a useful
way to see the conpl ex co-existence of classes in society and
the conplexity involved in the process of transition. Building
upon Resnick and Wl ff's class analytics we identify class
sets in terns of a fundanental class process--the manner of
appropriation of surplus |abor,® and two non-class conditions -
-the type of renuneration received by workers and the form of
the distribution of the outputs of production. W consider
three forms of appropriation of surplus labor: (1) the form of
appropriation whereby the perfornmer of surplus |abor can
exclude all others from appropriation and therefore
appropriates the surplus | abor conpletely and individually (as
in the ancient or independent class process); (2) the form of
appropriation whereby the perforners of surplus |abor are
excl uded from any appropriation of their surplus labor (as in
the slave, feudal and capitalist class processes); and (3) the
form of appropriation whereby all perfornmers of surplus |abor
share in its appropriation and no one is either conpletely
excl uded from appropriation or can exclude others (as in the
communal or collective class process). So as not to conplicate

our class taxonony unduly we utilize a binary di saggregration



of wage and non-wage fornms of renuneration for workers, and
commodity and non-commodity forms of distributing output. The
conbi nation of the different possibilities anong these three
forms of appropriation and the manner of | abor remuneration
and output distribution give us the followi ng twelve different
"class sets:"’

insert Table 1 here

At any point in tinme, all these distinct class sets could
co-exist together within a society. Each of these class sets
in turn depends upon other econom c (including other class
sets) and non-econonm c conditions of existence. Their
articul ated existence is what we refer to as the class
structure of society. Transition, now, can be reconceived as
t he change of one configuration of class sets (a society's
class structure) to another distinctive configuration brought
about by mcro changes within a | andscape of unevenly
di stributed and di saggregated cl ass rel ati ons.

This representation of a social formation nmade up of
multiple class sets provides a direct contrast to the orthodox
Mar xi an conception of a social totality structured by a
dom nant node of production. Mreover, this disaggregated
m cro-cl ass representation precludes any notion of a
preconcei ved and necessary order, certainty or continuity in
the transition between and within class structures. Unlike
ort hodox Marxi sm where the progressive evolutionary order of

society nmust be maintained, in the mcro approach to
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transition, capitalist class structures can, for exanple, be
transforned into feudal or independent class structures. From
this perspective, such cases of transition would not be
understood as historical aberrations, but rather as always
possi bl e outconmes of society's nulti-faceted and uneven
devel opnent al processes. The current transitions in the forner
Sovi et Uni on and ot her East European countries suggest the
i nportance of such unexpected and undertheorized transitions.
The conception of transition inplied by our analysis
allows for the discontinuity of social orders and the failure
of a social totality to close itself via any particul ar cl ass
structure. It enables us to see the unpredictable novenent of
class structures and associ ated soci al processes and the
possibility for nutations and transformations in other areas
of society as a result of a change in class structure. Wat is
lost in this approach to transition is the eschatol ogi cal,
di achronic and systematic ordering of societies according to a

dom nant notion of "progress.” This |loss |eaves us not with a
chaotic theory of history where 'anything goes,' as is often
m st akenly claimed, but rather with a discursively ordered and
systemati c understanding of history (the order and system
bei ng given by the discursive focal point of class) that is
potentially able to describe the multi-faceted and shifting

di mensi ons of societal reproduction.

Class Structures and Transition in India
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When di saggregated in terns of class sets, Indian society
can be seen as having a heterogeneous class structure.® But
rather than lay out a class taxonony in abstract terns, we are
interested in using our framework to interpret the
contenporary transition that is resulting fromthe
liberalization policies recently introduced by the Indian
gover nnent .

The transition spurred by the |iberalization programis
designed to produce a uniformchange to capitalismw thin

| ndi an society:

Decades of devel opnent experience in dozens of
countries show that a good econom c environnent
conbi nes the discipline of conpetitive markets with
efficient provision of key public
utilities...Fostering an econom ¢ environnment which
pronotes rapid, broad-based devel opmrent will not be
easy. O d habits of thinking and working nust be
shed....Wthin a generation, the countries of East
Asi a have transfornmed thensel ves. China, I|ndonesia,
Korea, Thailand and Mal aysi a today have |iving
standards nuch above ours. Wat they have achi eved,
we nust strive for. (Governnment of India, Mnistry

of Finance 1993, 1-2)

The new | iberalization policies are justified as a necessary

reaction to a conbination of economc "crises." Mucroecononic
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crisis is seen as having arisen fromthe significant fiscal
deficit and the bal ance of paynents problem M croecononic
crisis is seen to have arisen fromserious efficiency and
incentive failures. In response to these pressures, the
government has taken the road to reduce the fiscal deficit by
cutting down its expenditures (especially its transfer
paynments) by dramatically reducing subsidies; selling sections
of state industries to private interests and disinvesting in
and restructuring many services such as banking; shifting
towards a market determ ned exchange rate and open door trade
policies; and adopting a set of industrial, agricultural and
banki ng policies that pays nore attention to profitability,
efficiency and outward (export) oriented growth. In addition,

t he I ndi an governnent has supported the reduction of state

i nvol venent in econom ¢ decisions, especially those related to
out put and pri cing.

This set of governnment policies has directly and
indirectly affected class structures in all sectors of the
econony, setting in notion a class transition that is still in
process. Changes in specific sectors are, through a soci al
chain reaction, producing a dramatically different soci al
totality--today's India.® The once torpid economc, cultural
and political aspects of society are now undergoing rapid
transformati on and hitherto accepted ideas regarding
devel opnment, progress, the proper role for central and state
governnents, the neaning of denocracy and enbedded cul tural

values are in a state of profound turnoil. Wlere transition in
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the I ndian econony is taking us and what its effects m ght be
on class politics are crucial questions that we discuss in the
conclusion of this chapter. But first we focus upon the
transitions in class sets taking place in the inportant
sectors of agriculture, state-owned enterprise and Indian

househol ds.

Transition and the class structure in agriculture

The | argest proportion of the agricultural population in
India are agricultural |aborers and small farmers who produce
and buy agricultural products in order to reproduce their
famlies. The agriculture sector as a whole is made up of a
nunber of different class sets. Many farns are operated by
singl e workers involved in an i ndependent class process who
produce and appropriate their own surplus |abor. Dependi ng on
whet her their surplus is exchanged for noney or consuned in
its product formthese workers occupy class sets 3 and 4. As
it is unlikely that farnmers pay thensel ves in noney form
class sets 1 and 2 are assuned to be rare in India. Mny
famly farnms in which famly nenbers comrunal | y produce
surplus | abor and appropriate it together resenble class sets
11 and 12. O her famly farnms operate with a feudal class
process, resenbling class sets 7 and 8, where the surplus
produced by the famly is appropriated by the head of the
househol d, remuneration for famly nmenbers involved in

production is paid in kind and the surplus product could be
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either sold as commopdities or exchanged for goods or sinply
consuned.

Much farmng in India also takes place within a
sharecroppi ng systemin which the farmer uses the land of a
| andowner to produce a crop. The sharecroppi ng systemhas a
conpl ex class structure wth independent, feudal and
capitalist class processes involved.*” Dependi ng upon the
tenurial arrangenents, the sharecroppi ng systemcould take the
formof class set 5 where the sharecropper enpl oys wage | abor,
sells the produce as a commopdity and appropriates the surplus
value in a capitalist class process, paying off a certain
ground rent for the land | eased fromthe |andl ord. Were the
| andl ord | eases out land to the sharecropper to work as a
direct producer and directly appropriates the surplus product
and distributes part of it in kind to the sharecroppers this
i nvol ves a feudal class structure resenbling class set 7 or 8.
Interestingly, under the sharecropping system there can even
be i ndependent class structures resenbling class sets 3 or 4
where the direct producer, who is also the only producer,
appropriates his own surplus | abor, part of which is then
distributed as ground rent to the landlord. Al of these forns
of sharecropping can be found in India, along with capitali st
forms of agricultural production.

The current governnment's agricultural policy is directed
towards raising the ratio of agricultural gross capital
formation to current governnent expenditure on agriculture,

decreasing the state's involvenent and increasing the role of
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private investnent in the agricultural sector (Econom c Survey

1994-95, 130-132). To carry out this policy the governnment is
cutting back its current expenditures on fertilizer, input and
i nterest subsidies and increasing investnent in irrigation and
rural comunication in the hope that this will lead to an
increase in capital formation. To encourage private
investnment, it is opening up previously closed sectors (like
the power industry) to private investors and pursuing open
door trade policies designed to encourage the private sector
to invest in agriculture to garner gains fromtrade through
exports. It has also sharply increased the procurenent price
(WHAT IS THI S???) for certain agricultural products, thereby
increasing the trend towards favorable terns of trade for
agricul ture.

Fertilizer subsidies, input subsidies (especially for
wat er and electricity), interest subsidies, admnistrative
price support, easy |oan guarantees and many ot her services
provi ded by the governnment provide the conditions of existence
for the diverse class structure of the contenporary Indian
agricultural production sector. The reduction in these
subsidies and the redirection el sewhere of governnment paynents
constitutes a threat to certain of the existing class sets
within the sector. Attenpts by the governnent to overcone the
crisis the state sector and to increase private capital
formation in the agricultural sector may end up producing a
crisis in many farnms, resulting in the followng inequality

expressed in class analytic terns:
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SL + «eSCR + *NCR < ¢SC + ¢X + Y
where SL

surplus | abor produced and appropriated on the farm

.....Sm

subsuned cl ass revenue (e.g., dividends, ground
rents, nerchant fees obtained by wealthier farners)

seeeeNCR = non-cl ass revenue (e.g., government subsidies for
fertilizer, water, electricity, |oan support)

......SC

sum of subsuned cl ass paynents (e.g., taxes,

mer chant fees, ground rent, interest paynents to
secure the conditions of the fundanental class
pr ocess)

e X = sum of paynents made to secure SCR

oY = sum of paynents nmade to secure NCR

The severity of the crisis will vary dependi ng upon the
anmount of difference between the revenue side and the
expenditure side of the equation. Since the revenue and the
expendi ture conponents reflect the different class and non-
cl ass processes involved in a farmenterprise, a crisis wuld
inply that the prevailing formof class structure of the farm
m ght change. |If the extent of the crisis is mld there wll
probably be a few m nor changes in the class structure of the
farmwhile if the extent of the crisis is severe there could
be a maj or change in class structure or even its closure.

For all farnmers, whether involved in independent,
comunal , feudal or capitalist class processes, the reduction
of state subsidies will increase production costs and ot her
paynments, thereby reducing the surplus that can be

appropriated. For the nore marginal farnms run by the nost
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vul nerabl e sector of the population, this policy of detachnment
by the governnent can create severe problens. The increase in
paynments for processes that provide the conditions of

exi stence for the reproduction of a small independent or
communal producer could lead to a situation whereby the snal
farmer would be conpelled to transfer the right of
appropriating surplus product fromtheir farmland to a noney
| ender or to a richer farnmer who buys their land. The

i ndependent or communal producer m ght be forced to becone a
sharecropper and a transition fromclass sets 3, 4, 11 and 12
to class sets 7 and 8 would take place. Mdre dramatically, the
i ndependent or communal producers could be forced off their

| and al together to becone agricultural |aborers or unenpl oyed.
This surrender of rights of appropriation my lead to a
concentration of capital in agriculture, to the
intensification of exploitation and the increased incidence of
i nequality, unenpl oynent and poverty.

The governnent defends its policies on the basis that
they will lead to the greater efficiency and conpetitiveness
of Indian farns and to general prosperity. It fails to
recogni ze that its policies wll have different effects for
distinct types of farnms. Not all farms will survive in their
present formand the changes will not always be to the benefit
of the existing set of appropriators. As a result of
government policies sonme farms will benefit, with increased
production of surplus value and inconme, and sone farns wll be

put at a great di sadvantage.
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Gover nnment spokesnen argue that the renoval of
agricultural subsidies in devel oped countries as required by
the Wrld Trade Organi zation will drive up the international
prices for agricultural products thereby benefiting India's
farmers and agro-industry who enjoy a conparative advantage in
t hese products. It nust be noted, however, that higher
agricultural prices will benefit only those farns whose out put
takes the commodity formand is covered by procurenent prices.
Mor eover, higher prices will advantage only those farners
whose marketable return outweighs the loss froman increase in
subsuned cl ass paynents (to agents such as noney | enders and
mer chants) and non-cl ass expenditures (for exanple, on
i nputs).

VWhile it is true that the ternms of trade may turn in
favor of agriculture, this will benefit disproportionately the
rich farmers, who are usually but not exclusively capitali st
(class sets 5 and 6). The | argest nunber of agricultural
producers in India are small farnmers (belonging to class sets
3,4,8,11 and 12) who either do not produce for the market or
have little access to markets. Watever little marketable
surplus these farnmers have is nornmally taken by the traders
who would in this case gain nost fromany increase in prices.

Wth higher prices of foodgrains, the expenditure side of
the farmng fam |y budget increases leading to a crisis in the
reproduction of such famlies. This will create a crisis
situation for the class structures of these farns as well,

especially those in which labor is renunerated in wage form
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and subsi stence goods purchased. The high inflation rate
(averagi ng 10 percent in the years associated with the
i beralization policies) has contributed disproportionately to
the msery of famlies living around the poverty |evel since,
unlike the inflations of previous periods, this inflationary
pressure has been driven by a sharp rise in the prices of
f oodgrai ns which constitute the neans of subsistence of such
famlies in India. Furthernore, higher foodgrain prices are
al so bound to intensify urban poverty."

It would seemthat attenpts by the governnent to overcone
the fiscal crisis in the state sector may end up producing a
crisis in the agricultural sector and while the transition
initiated in its class structure may lead ultimately to a
grow ng concentration of capital in the sector, this wll
occur al ongside growi ng rural unenploynent and rural and urban

poverty.

Transition and the state capitalist sector

The state sector in India, conprising 240 central public
sector enterprises and many nore public sector units, enploys
19.2 mllion people. By contrast, the private, non-
agricultural sector enploys 7.8 mllion people (Economc
Survey 1994-95, S-54). In a predomnantly agricultural country
like India, the state sector occupies an inportant place in
the industrial econony. Until quite recently Indian governnent
pl anni ng deened that state enterprises were to have sole

control over the capital goods sector, raw materials and the
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i nportant services sector consisting of the organi zed banking
system tel econmunications, airlines, railways and insurance.*

Contrary to the claimmade by many that this represents
an indicator of India s socialist nature (because state
enterprises are supposed to be fundanentally differentiated by
their property relations fromcapitalist enterprises and
therefore socialist) we find evidence that India's state
sector exhibits a conplex capitalist class structure.® Mst
state enterprises belong to class set 5 where a state
appoi nted board of directors appropriates the surplus val ue
produced by state workers. Sonme of the output produced by
state enterprises is sold on the market as commodities, while
other output is distributed in various non-conmmodity forns.
State firnms in the defense sector, for exanple, where outputs
are sinply handed over to the arny w thout any nonetary
exchange, are in class set 6.*"

State enterprises have been the targets of the nost far-
reaching of the economc refornms introduced in the 1990s.

Li beralization policies have been focused not only on the
deregul ation of entry and exit into particular industries but
al so on changing the class structures of state capitali st
enterpri ses.

Most of the production and service units that have been
previously closed to the private sector have now been opened
to different degrees. For exanple, private enterprises are now
bei ng encouraged to invest in infrastructure industries |like

energy, mneral extraction, telecomunications, and banki ng
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and heavy industries like iron and steel. New private
capitalist class structures are energing in these spheres of
the econony. The nore interesting parts of the liberalization
policy, however, are the governnent's two responses to what it
perceived as a crisis situation in the state capitali st
enterprises.

First, state capitalist enterprises have been either
phased out or transformed into private capitalist enterprises
t hrough the actions of the Bureau of Industrial and Fi nanci al
Reconstruction (BIFR). One of the tasks of the BIFRis to
check the viability of |oss-nmaking state enterprises and pass
j udgnent on whet her restructuring would or would not revive
the enterprise. If the answer is negative, the governnent
calls an auction to sell the enterprise. If there are no
bi dders, then the enterprise is shut down. Wen state
capitalist enterprises are transfornmed into private capitali st
enterprises the right to appropriation and distribution of
surplus | abor passes from governnent hands to private hands.
VWhile in ternms of our class sets there is no transition out of
class set 5, in these cases there may be a transition from
class set 6 to 5. In the Indian defense industry, for exanple,
t akeover by private capital has seen the increased sal e of
mlitary products in the market. Sell-offs such as this have
been an extrenely contentious political issue. There are
significant concerns about the way a private as opposed to a
state capitalist enterprise mght engage in appropriative and

di stributive class practices.”
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Second, BIFR calls for a restructuring of state
enterprises are driven by demands to make them nore
conpetitive in donestic and gl obal markets. Even when they are
not sold off to private interests, the enterprises are forced
to undergo major restructuring. The new industrial policies
have abolished the nonopoly power of state enterprises,

t her eby opening previously closed product nmarkets to donestic
conpetition and, in light of the open door trade policies, to
foreign enterprises as well. The concern over efficiency and
profits has produced a host of significant changes in the ways
in which state capitalist class structures are reproduced. In
t hose enterprises deened unvi abl e the governnment has cl osed
off the option of those "soft budget constraints" that
automatically insured a state sector enterprise against

cl osure whatever its state of profitability. They have
initiated changes in managenent structures, the |abor process
and in the goals of the enterprises making themrun on what is
being called a coomercial (that is, profitable) basis. In many
state enterprises, including sone profit nmaki ng ones, the
state's equity is being reduced by up to 49 percent,
principally to finance governnent deficit reduction.® By
keepi ng 51 percent of the equity share, the governnment retains
the power to appoint the board of directors and is still in
control of the appropriation of the surplus value produced in
these enterprises. In other words, in this case, while the
ownership and therefore the subsunmed class rel ati ons and

paynents are drastically changed, control over the fundanental
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cl ass process of surplus value production and appropriation
remains with the governnent. Financial changes such new

rel ati onshi ps between the increasingly privatized banki ng
sector and the state enterprises are drastically changing the
formof the class structure of these enterprises. New
conditions for the capitalist appropriation and distribution
of surplus value are being engi neered and the constituencies
who control these class processes are being reconfigured such

that "public" clainms are being subordinated to "private."

Transition and | ndi an househol ds

As the household is not considered a site of production

in the Econom ¢ Survey, the official governnent statistics of

I ndia, we do not have precise information or specific
quantitative data on this sector of the econony. Neverthel ess,
a few observations can be made. Indian famlies largely
participate in what m ght be called a feudal household class
structure (class set 8) where the surplus |abor of the
housewi fe is appropriated by the husband or the husband's
famly (usually represented by the nother-in-law). In rural
areas where many famlies are involved in agriculture or snall
scal e enterprises such as handl oom |eather, coir and pottery
wor ks, wonen and children are seen as "economcally active.""
Here wonen m ght participate in a nunber of different class
processes--one associated with the famly enterprise
(typically feudal or famly comunal) and another with

donestic production (typically feudal). Sonme sole person or
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si ngl e parent househol ds, which are rare in India and nore
likely to be found in urban areas, m ght involve an
i ndependent househol d class structure (class set 4). The
communal househol d class structure (where surplus |labor is
produced inside the household and appropriated jointly) is
becom ng increasingly common in India and woul d be a form of
cl ass set 12. Wiile the Indian household class structure is
conpl ex, we woul d suggest that the feudal (and typically
patriarchal) class structure is domnant. Class transitions
are, however, taking place as feudal class structures undergo
i nternal change and give way to independent and communal cl ass
structures.

One of the effects of the new econom c policies
especi al |y upon urban househol ds has been the increased
i ntroduction of tinme saving technol ogies |ike di shwashers,
refrigerators, washing machi nes and cooking utensils into the
donmestic production process. Along wth the adoption of these
means of production has conme changed cul tural perceptions of
what the socially necessary basket of comopdities for a
househol d unit m ght be. New commodities |ike tel evisions or
fashion clothing are increasingly being seen as necessary
consuner goods for a typical household. Figures on gross
donmestic savings indicate that there has been a sharp decline
froma peak of 20 percent of G oss Donestic Product in 1990-91
to 15.9 percent in 1993-94. One explanation for this nmay be
the i ncreased househol d expenditure on productive and personal

consunption commodities. Certainly there is concern for the
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effects of this shift in donestic economes.” In the absence
of any detailed studies we can but specul ate upon the
potential class effects of such increased expenditure.

Wth the increased purchases of consuner durables the
feudal househol d nay becone nore entrenched, as the new neans
of production contribute to higher feudal productivity in the
home and free wonen's tinme up to work outside the house. In
this case, the newly energing private capitalist sector in
manuf acturing could be seen as providing capitali st
comodities that help to reproduce feudal households, while
t hose sane feudal households help to secure private capitalism
by extending the market for its produced durabl es and
providing it wwth a new and perhaps cheaper source of | abor
power .

On the other hand, the entry of wonen into paid work
out side the hone, especially in urban areas, may lead to a
crisis of the feudal household, especially given the
i ncreasingly prevalent cultural attack on the traditional
naturalistic role of the wonan as housew fe and nother. The
entry of new commodities into the household and changes in
donestic | abor processes, household | abor supervision, credit
structures and incones as well as new cultural perceptions
m ght i ndeed be hastening a transition to a conmunal househol d
class structure in which all adult househol d nenbers
collectively perform and appropriate surplus |abor.

Perhaps just as likely is the novenent towards an

i ndependent class structure. For many Indian famlies, letting
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a woman work outside the hone would be tantanmobunt to a scanda
and this perception may lead to irreconcil able differences
bet ween the husband (or husband's famly) and w fe,
culmnating in divorce. An increase in divorces would probably
lead to the creation of independent household class structures
in which woren al one or as single parents produce, appropriate
and distribute their own surplus donestic |abor.

The househol d sector is a significant site of production
and the appropriation and distribution of surplus labor. It
i's, noreover, an arena where many of the social and cul tural
transformations taking place in Indian society are being
di scussed and struggl ed over. Liberalization policies directly
affect this sector and, in turn, new household activities and
practices will produce class transitions in Indian society. As
nore wonen enter the capitalist work place traditiona

donestic class processes will be nodified and transforned.

Sunmary

In summary, it would appear that the Indian governnent's
i beralization policies have been based upon a vision of
uni f orm econom ¢ spaces and the assunption that change in one
site would be replicated in all other sites. The governnent
defends its actions by arguing that the benefits of reforns
will be universally effective across various economc sites--
for exanple, raising productivity across the board. The
opposition simlarly enphasizes that the problens of these

policies problens for all sites. As we explained above, this
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assunption follows froma macro concept of totality where
transition neans a novenent from one honobgeneous configuration
to another, requiring in the process that constituent parts
replicate thenselves in a nore or |ess identical manner.
G ven the decentered concept of the social totality and
t he di saggregated cl ass-based anal ysis of transition
el aborated here, it is clear that governnent policies wll
have a range of different effects on existing class
structures. Policies designed to have uniformeffects wll
produce instead an uneven and nulti-faceted process of change.
The above di scussi on suggests that in the quest for
efficiency and growh, recent economc policies are initiating
the gromh of private capitalist class structures in the
agricultural sector at the expense of independent, feudal and
communal cl ass structures; the reduction of state capitali st
class structures in what was once the "state sectors" in favor
of growth in private donestic and foreign capitalist class
structures; and the possible entrenchment of feudal class
structures in Indian households along with emergence of new
i ndependent and communal househol d class structures. A
prof ound reshaping is taking place of the ways in which
surplus | abor is produced, appropriated and distributed within
the conplex social totality known as Indian society. It
remains for us to discuss howthis transition can be seen in
terms of the different conceptions of "just" devel opnent paths

and "progress” with which this chapter began.
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Transition, Marxism and the Meani ng of Progress

Qur aimin this chapter is not only to contribute to a
rei nvi gorated Mrxi st debate about transition but also to
rai se the question of what m ght constitute a "progressive"
intervention in the struggl es being waged around the new
econom c policies of the Indian governnent. It is tinme, we
feel, to revisit Gandhi's chanpi oning of Khadi against the
uni versalist clainms of the prophets of industrialization in
post -i ndependence India, and in the sanme spirit to | ook for
ways to pronote econom c devel opnent paths that differ from
both the orthodoxi es of the past and the enpty prom ses of
i beralization.

Qur decentered Marxian approach to transition is not
agnostic or indifferent to the direction of societal change,
as sone mght mstakenly infer. W do not abandon the terns
"progress' and 'devel opnent' but rather redefine themto
enconpass the transformation of the class structures of a
social formation towards non-exploitative fornms and towards a
nmore "fair" distribution of produced wealth. W advocate a
change in Indian society so that those who produce surplus
| abor al so appropriate it. But we also hold that such a change
in a society's fundanental (or appropriative) class processes
must be intimately |linked to changes in subsunmed (or
distributive) class processes and the distribution of national
i ncome nore generally.

Unl ess we can reformul ate radically new and different

i deas of progress and devel opnent, the discursive space of
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debate wil|l be col onized by neocl assi cal econonm c visions that
celebrate the "virtue" of efficiency, conpetition and markets
and the "progressive" dynamc of capitalist growth.” Among
advocates of the mainstream devel opnent path it is often
assunmed that capitalist growh is automatically productive of
fair distributions, though how this outcone is to be achieved
is only ever vaguely specified with gestures towards "market

mechani snms. " Inplicit in this discourse is a val uing of
capitalist growh over the growth of any other class structure
and belief in the superior "fairness" of capitalist

di stributive mechani sns over alternatives.

In order for Marxists to intervene distinctively in
debat es such as that taking place in India today about
devel opnent pat hways, there is a need to articul ate concepts
of distributive "fairness" that go along with the advocacy of
non-expl oi tative class processes.” M nstream neasures of
progress and devel opnment are conceived in terns of the growth
of Gross Donestic Product, per capita GDP or even the Human
Devel opnent | ndex. The latter two nmeasures take into account
the distribution of resources in a society but ignore the
articulation of production and growh with class
appropriations and distributions.

Qur view of fairness, by contrast, involves the pronotion
of redistribution towards those who produce under non-
exploitative conditions and whose distributive class paynents
are skewed towards supporting a wi de section of the comunity.

In the case of a society dom nated by exploitative class
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structures, our conception of fairness would pronote an
initial redistribution toward the "doers" of surplus labor (in
what ever class structure) and away fromthe "non-doers." But
it would also involve an equitable ultimate distribution of

i ncone, enconpassi ng those who are excluded from | abor for
reasons of age, infirmty, or other bases of excl usion.

Since the decentered, mcro-focused concept of class
transition inplies a continuous process of increnmental change
wi thin and between class structures where the direction of
change is not pre-given, there is anple political space to
wor k for changi ng class and non-cl ass processes in the
direction of such a vision of progress and devel opnent. That
is, since capitalist class structures cannot close society on
their owm, there remain possibilities for other class
structures to nmake their presence felt. As Marxists, we would
situate the politics of class struggle within that range of
possibilities.* This vision displaces the concept of progress
and devel opnent and that of the associated politics of class
to a mcro level; but given the political failure of attenpts
at macro transitions to socialism perhaps this should be seen
as a desireabl e displacenent.?”

In India today the "rush towards gl obalization" and the
dom nant project of economic reformneed not blind us to the
diversity of the econom c and social fabric. A disaggregated
m cro-class analysis may potentially contribute to a Marxian
mcro-politics of class transition that pronotes progressive

and fair appropriative and distributive class processes. Wth
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a new vision of progress and devel opnent - - enconpassi ng t he
dual ains of non-exploitative class structures and "fair"

di stribution--we may produce new conceptions of society that
are decentered and yet radically progressive. Gandhi's work
m ght still provide an inspiration and guide to bringing such

a society into existence.
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Endnot es

! Khadi literally means indigenous cloth. It is also a symbol

for an economic system characterized by labor intensive,
village (and family) based production and marketing processes.
> The Indian modes of production debate can be divided
roughly into three areas of concern. The first involves the
question of whether, in addition to commodity production, the
creation of potential “free” wage labor was a necessary and
sufficient condition for defining capitalism, or whether the
additional condition of productive investment was required
(Patnaik 1978 versus Chattopadhyay 1990a,1990b). The second
debate was between the semi-feudal school (Bhaduri
1973,1977,1983; Prasad 1973,1979,1990) and the capitalist
school (Bardhan and Rudra 1978,1980,1981) where the major
question was whether some social institutions (usury,
sharecropping, etc.) necessarily constituted pre-capitalist
relations of production, which thereby inhibited the
development of the forces of production (indexed by
technological development). The final major issue involved a
shift from a focus on modes of production per se to the
process of class formation and class differentiation in Indian
agriculture (Patnaik 1976,1987; Bhaduri 1981,1983; Rudra

1984,1988) .
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* By historicism we mean a linear view of historical
development guided by a teleological logic, where successive
historical epochs or modes of production replace each other.
Historicism in this sense posits the developmental logic of
history as a rational progression where subsequent modes of
production are superior to previous ones (see Bottomore 1997,
239).

* In opposition to the shared traditional Marxist terrain of
the Indian modes of production debate, the subaltern studies
school which became influential during the 1980s (Guha 1982-
1990; Chatterjee and Pandey 1992) has recently challenged the
fundamental premise that capitalism cannot accommodate pre-
capitalist elements of society. Subaltern studies theorists
have created an alternative general model of transition for
Third World countries where one moment of the transition
process is “the passive revolution of capital”which roughly
signifies the incorporation and accommodation of pre-
capitalism by capitalism. Abandoning the base-superstructure
correspondence model of historical materialism, these
theorists focus instead on the agency of the subaltern in
explaining the failure of a Western European type of full-
fledged capitalism or a new democracy to take hold in India.

Specifically, they examine the means by which the elite
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establishes capitalism’s hegemony over the working class and
various pre-capitalist elements (Chatterjee 1986,1993;
Chaudhury 1988,1991-92,1994; Sanyal 1988, 1991-92).

° More precisely, passive revolution of capital, which was
first popularized by Gramsci (1971), can be understood as the
process of creating a hegemonic rule of capital over pre-
capital such that capital accumulation can proceed relatively
freely without any substantive opposition from elements of
pre-capitalism. See also Chaudhury (1988, 1991-92), Chatterjee
(1988,1993), Sanyal (1988), and Chakrabarti (1996).

® In this analysis we focus upon fundamental class processes
and will not attempt to delineate different forms of the
distribution of appropriated surplus labor, i.e., subsumed
class payments.

" It should be noted that these class sets do not involve the
specification of property ownership, power relationships or
income distribution. Inclusion of these non-class processes
would create a further differentiation of class structures.
The exact number and way of delineating class sets depends on
the purpose and context of a particular analysis. In this

preliminary application we have pragmatically adopted a rather

limited scope.
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® While we have not undertaken a detailed study of different
production sites in Indian society to determine their class
nature, we have been able to reinterpret a good number of
existing reports and studies of these sites in terms of our
class set taxonomy. We draw upon this secondary literature in
our discussion.

° Liberalization policies have specifically affected class
relationships in state capitalist enterprises, private
agriculture, private capitalist industries, the household
sector and service sectors such as banking and insurance which
provide critical conditions of existence for these enterprises
and farms.

10 See Kayatekin (1996/97) for an analysis of the various class
processes that may be referred to by the term 'sharecropping.'
' One hope was that a reduction of the budget deficit would
lead to a decline in the rate of inflation. However, the rate
of inflation has in fact risen to over 10 percent and has
remained resilient during the last four years of reform. It is
to be noted that inflation has various ramifications. Firstly,
it affects different sections of the population disparately,
depending upon their consumption patterns, since it involves
differential increases in the prices of commodities. Secondly,
the change in the relative price structure changes the
distribution of money income since increases or decreases of

prices increase or decrease factor income as well. Because of

the present trend which shows that increase in foodgrain
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prices far exceeds the overall rate of inflation (showing
itself in a higher increase in the consumer price index for
agricultural workers than the increase in the consumer price
index for industrial workers and non-manual employees), there
are studies which claim that the present bout of inflation has
adversely affected the agricultural laborers, small farmers
and urban poor leading to a transfer of income from these
sections of the population to those categories of the
population who spend a smaller proportion of their income on
primary food articles (Mehta 1994, Sen 1994, Ghosh 1995).
These studies also show that increases in agricultural wages
are unable to compensate for the price increases and,
consequently, real income has gone down. The situation is
worst for the urban poor whose nominal wage has stagnated.
Using the additional source of a study on consumption of
foodgrains conducted by the Indoor Gandhi Institute for
Development Study, Ghosh points out that, "per capita
availability of total foodgrains available for consumption
(defined as net output adjusted for net imports and net
changes in stock) declined from 510 Grammies per day in 1991
to 465 Grammies per day in 1993" (1995, 1073). He also points
out that the present bout of inflation has directly increased
poverty in India to 40.5 percent. These studies indicate a
growing intensification of inequality and poverty, partly
brought about by the increasing inflation rate. Ironically,

all of this happened when the critical stochastic factor of
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inclement weather was not present, leading to a steady growth
of Indian agriculture.

2 In the post-independence period government planners made a
distinction between those sectors in which private capitalist
enterprises would be allowed and those in which state
capitalist enterprises dominate. Private enterprises were

given the sector of consumer goods.

13 According to Resnick and Wolff,

State capitalism means that persons within a state
apparatus exploit labor in state institutions. State
capitalism also has its varieties...State capitalist
enterprises may sell their products as commodities,
thereby realizing surplus value and then
distributing it so as to secure their continued
existence; or their products may be administratively
distributed with administered prices attached to
them. State capitalist enterprises may exist within
a predominantly private capitalist system. A small
minority of state capitalist enterprises may then
have to compete with private enterprises in all
markets. Alternatively, private capitalist
enterprises may be marginalized or delegitimated
altogether, leaving most or all production to occur

through state capitalist enterprises. (1995, 212-13)
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Y similarly Resnick and Wolff (1994 and in this volume) argue

that state enterprises in the former Soviet Union were
capitalist even though their output was not sold as
commodities. They argue that the output was consistently
valued by state administrators and therefore, given the form
of surplus labor appropriation, surplus value was created by
state capitalist enterprises.

!> One interesting case concerns an exchange of enterprise from
the central government to a state government. In 1995, the
Bengal Pottery, a central government undertaking, was
auctioned and bought by the state government of West Bengal.
Along with the ownership change, the right to appropriation
and distribution of surplus labor was transferred not into
private hands but from one level of the state to another. This
can be seen as an intervention to maintain some form of public
control over the production, appropriation and distribution of
surplus value in this industry.

% From July 1991 to December 1994, 35 central public sector
enterprises have been approved for such disinvestments by the

government (Economic Survey 1994-95, 109).

7 The female labor force (including female children) in rural

areas makes up roughly 84 percent of all economically active
females in India.

¥ patel makes the comment, for example: "At a time when India
is being rapidly transformed by imported technologies, it

might have been useful to study the social implications of
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these technologies, particularly the manner in which these
affect the family budget" (1994, 122).

9 as expressed, for instance, in the work of Bhagwati and
Srinivasan (1993) and Bhagwati (1993).

2% Interestingly, Marx rejected the idea of an absolute,
universally applicable notion of "fairness" or "equality" and
questioned the idea that the "undiminished proceeds of labor"
belong to all members of society. He argued that socialists
needed to develop their own ideas of fairness. Here Marx was
responding critically to the ideas of Lasalle and other German
socialists about the creation of a future German socialist
society, as expressed in the Gotha Program (1977, 564-68).

I While this may involve taking part in macro or state level
politics, we want to emphasize that political attention should
not ignore micro level class changes as a site for politics.
Since orthodox Marxists have for so long tended to consider
class struggles explicitly in macro terms, we invoke the term
'micro' to differentiate our postmodern approach. Here we
partially draw upon Foucault's notion of the micro politics of
resistance.

?? The concept of a class-based micro politics is focused on
changing the exploitative class structures of society to non-
exploitative ones with the belief that such a change will, via
its overdetermined and contradictory effects, produce

substantial changes in other class and non-class processes

thereby having a profound effect on society or the social
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totality. In this context, Gibson-Graham (1993) argue that the
apparent monolithic macro existence of "capitalism" can be
decentered in terms of a micro level politics of subversion

and resistance.
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