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Reorganisation of  Institutional Space

State, Market and Public Domain

Dolly Arora

A major discursive shift has been evident in recent years in the interpretation of

respective roles and relevance of politics, administration, markets, technology and social

processes with regard to various economic, social, political and environmental concerns.

This shift, though still in the process of acquiring a definite articulation, has become manifest

through repeated assertions of commitment to neo-liberal reforms, which have implied a

reorganisation of relations across state, market and civil society, affecting the state of public

domain and possibilities which it holds for the collective realisation of people within or

across societies. Public domain has been interpreted here quite loosely in terms of the

notions of public good, public interest, public ownership, public rights, public concerns and

public sharing etc. which have altered with changing empirical context and prevailing

discursive practices. In significant respects, these institutions have also experienced alteration

of relations among their respective constituents/ elements on the one hand and search for

alternate institutions on the other. Structural space for this shift has been created by major

developments in the global political economy and its precise outcomes bear the influence of

local contexts. Policy nevertheless has remained both an instrument and target of this altering

interpretation of roles, relevance and relationship of institutions and processes.

In most Third World countries this pattern of shifts have become particularly

vociferous with the adoption of the IMF-World Bank directed structural adjustment

programme which made this shift a condition for any further assistance. Commitment to neo-

liberal pattern of reforms is unfolding its manifold forms and implications with every passing

moment. This paper seeks to comprehend the complexity of meanings which underline

these. Section I provides a brief overview of the state of relations across state, market and

civil society prior to the adoption of Structural Adjustment Programme. Section II examines

the reorganisation of these relations since its adoption. The discussion is focussed on three

significant points of their articulation: one, reorganisation of public domain; two, reorientation

of economy; and three, redefinition of social concerns. Section III looks into the possibilities

of alternatives which may permit the real empowerment of people, enabling them to not only
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realise their rights but also influence the very framework of these rights and sustain

themselves in the best interest of collective human existence. The possible strengthening of

the public domain in order to alter the prevailing political economy context is also explored.

While the paper is located in the Indian context, the issues raised are of relevance to other

Third World contexts also.

I

Pre-Reform Scenario

Under the influence of the nationalist discourse, the post-independence Indian state

actively indulged in assuming a predominant position in the constitution and shaping of public

domain. It committed itself to a wide range of roles and responsibilities in the pursuit of

public interest. While despite the socialist aspirations of some of the political leaders, the

overall context of private sector operation in the economic sphere remained intact, it was

only a mixed economy model that was favoured by the policy elite during the early years of

the new state. State worked on the desirability of an active economic and social role for

itself, but accepted its limited capacity to go very far in this direction. It assumed some role

as a direct participant in the economy and endeavoured to strengthen its position over time.

A significant regulatory capacity, however, was acquired by it, not only to keep the private

sector under its control but also to exercise directive, protective, promotional and welfare

responsibilities in relation to the constituents of the economy and society. It carried out these

various roles not only through direct intervention but also through indirect methods like

allocation budgeting, fiscal, monetary and pricing policies, etc.

The specific articulation of state's position over the years displayed some fluctuations

in accordance with not only its own cognitive map but also in the face of developments in the

wider political economy context. The initial years saw an anxiety to evolve legal and

regulatory frameworks and to commit public investment in heavy industries with a long

gestation period, like metal industries, heavy engineering, shipbuilding, railway equipment

and rolling stocks, fertilisers, the complex of mineral oils industries and also coal and iron-

ore mining industries. For several years thereafter, regulatory framework continued to evolve
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and public sector activity expanded in terms of not only total investment in the economy but

also number of enterprises and areas of activity covering production, mining, manufacturing,

marketing, trading and financing.

It is noteworthy in this regard that public sector expanded over the years not only by

making strides in new areas or expanding the existing activities but also by assuming control

of existing private enterprises through nationalisation or takeover- the total contribution of

takeovers to the expansion of public sector, however, has been very limited. Nationalisation

was attempted primarily in the spheres of transport (air transport) and transport engineering,

fuel and power industries (especially coal and oil refining), mining and processing of rare and

non-ferrous metals, banking and insurance and a number of sick enterprises (primarily in

textile and sugar industries).

Nationalisation in production sphere was resorted to primarily to meet situational

contingencies and serve the needs of public interest- to prevent a fall in production, to

increase it sharpely through modernisation when private owners were unable or unwilling to

undertake it, or to prevent the closure or winding up of the old and inefficient undertakings

and thereby prevent mass layoffs and an increase in unemployment. Thus, for instance, at the

time of nationalising coal industry, the objective before the government was to `secure a

rapid increase in production" through its reorganisation, restructuring and nationalisation" by

merging small and adjacent coal units and then gradually mechanising them. Likewise, the

takeover of oil companies was also a response to the oil crisis that began  in 1973 and

manifested itself in shortage of petroleum products on the one hand and in increase their

prices o the other. The takeover was expected to help switch these companies over to

cheaper sources of crude oil. The decision was justified in the light of past performance of

these companies which showed that the degree of utilisation of installed capacities had

dropped considerably from 90 per cent in 1963 to 56 per cent in 1973. In case of sugar

and textile mills or even shipping and railway wagon manufacturing, the immediate goal of

nationalisation was to save these sick units from closure. In case of bank nationalisation, the

objective was to meet the credit needs of the rural sector which remained starved under the

reign of private banks.

Having opted for the adoption of mixed economy, state also remained actively
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engaged in directing and regulating the growth of private sector in general and specific

segments in particular. Even the right to participate has been restricted or relaxed from time

to time. Private sector has been subjected to several regulations or restrictions inflicted by

the state in pursuit of the goals of equity and public welfare. Licensing policy remained a

significant instrument for this for several years. While initially it was intended to direct

investments in specific sectors, towards 1970s its objectives included prevention of

concentration of economic power, regional imbalances and industrial pollution too. The

setting up of MRTP commission, the enactment of Foreign Exchange Regulations Act, etc.

were also significant regulatory instrument. Foreign capital and trade too were subjected to

state control in significant respects. Since 1975, however, several of these regulations were

considerably liberalised in pursuit of objectives like modernisation, export promotion,

capacity utilisation or meeting production needs. By 1980s, there was considerable

libralisation already attempted.

An increase in the promotional activities of state was also evident around this time.

Incentives were also provided by the state to direct private sector production activity

towards specific products, regions or scale. Concessional finance and direct subsidies were

offered to encourage investments in certain spheres. Indirect financial assistance in the form

of infra-structure facilities and direct non-financial assistance in the form of technical and

managerial guidance or economic information etc. has also been used to influence intra-

sectoral developments. Use of direct price and distribution controls have also been imposed

or withdrawn to evoke specific patterns of responses from the private sector. Fixation of

interest rate and extent of money supply or credit squeeze, etc have also instrumental in

shaping developments in the private sector.

Although regulatory interventions of state were directed more at the industrial sector

than the agricultural sector, significant promotional and supportive policies were also

resorted to for the latter, especially since the adoption of the green revolution strategy- prior

to this land reforms were attempted to pursue redistributive objectives of state. Private

sector activities have thus been shaped by both state and market processes. State

intervention sought to account for both market failure and social need.

Development and social welfare were accepted as the desired objectives of state
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quite from the early years. The Indian state sought to regulate the conditions and outcomes

of work in various sectors of economy- regulation of minimum wages, working hours, social

security provisions, such as, maternity benefits, workmen's compensation, insurance

benefits, etc., have been steps in that direction. It also enacted legislation for the protection

of certain vulnerable sections of society- the Children's Acts, the Dowry Prohibition Act, the

Child Marriage Restraint Act, the Shops and Establishment Act, the Juvenile Justice Act, the

Suppression of Immoral Traffic in Women and Girls Act, the Equal Remuneration Act, the

Scheduled Castes and Tribes (Prevention of Atrocities) Act, etc. fall in this category. Many

of these laws were either passed or amended after the seventies, primarily because of the

increasing pressures from various activist groups. Numerous welfare schemes were also

adopted to help specific sections of society- scheduled castes and tribes, women, children,

handicapped, etc.

The seventies witnessed the adoption of several more extensive programmes, like,

the Integrated Rural Development Programme,the Tribal Development Programme, the

Integrated Child Development Programme, etc. The number of schemes forming part of

these programmes as well as those outside  these also registered an increase. There

emerged schemes of direct financial assistance, as, for self-employment of women or youth,

schemes providing for indirect economic support, as, for marketing tribal produce, and also,

schemes aimed at improving social security for the weak and vulnerable, such as, those

making provision of short-stay homes for women in trouble, hostels for working women,

hostels for tribal girls, day-care centres for children of working women, etc. State

expenditure on other social policy areas which were not under the charge of Department of

Social Welfare- health and education, for instance- was also integrated with some welfare

programmes. State subsidies on food and several other items too increased on grounds of its

concern for the welfare of those who could not fulfil their basic needs through the market

system. The period after mid-sixties, but especially that after the seventies, thus saw both an

increase in growth-orientation of economic policies and a rise in welfare provisioning as well

as welfare legislation.

While these numerous interventions of state in economic and social sectors were

aimed at providing for the overall development and welfare objectives, there have been

numerous points of failure on growth as well as welfare front. However, it is important to
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assess and interpret these failures in the wider socio-economic context as well as specific

attributes of policies and programmes rather than simply dub them as the failure of state

which can be rectified by a mere shift towards market institutions. Certain objectives of

policy have indeed been accomplished better than they could be if state had not intervened.

There is no denial of the significance of state interventions even in bringing the private sector

to its present state of development. But there have been major failures in addressing the

issues of poverty and inequality on account of a wide range of factors, including, the poor

state of policy analysis, lack of participatory mechanisms, near absence of effective

monitoring mechanisms and the widespread relations of exchange and reciprocity which

developed between the political and administrative elite on the one hand and various interest

elites on the other. These altered the purpose and direction of policy in most cases and

contributed to what came to be perceived as state failure.

II

Reorganisation of Public Domain

Rethinking State Institutions

The liberalisation and reforms programme which was adopted in 1991 marked a

high point in the journey of the Indian state towards redefining its own role and relationship

with other institutions and thereby rearticulating the meaning of public domain. Before

examining this it is important to mention that the adoption of this programme itself is a

reflection of the already changing political scenario, wherein, the autonomy of state has

become a difficult proposition on account of global institutional and technological

developments, especially the communications revolution, and the weak economic position of

state itself, which made it dependent on multilateral agencies for Structural Adjustment loan

and accept the conditionalities that informed the Washington Consensus.

Neoliberal reforms have come to be equated worldwide with a change in approach

towards the organisation of political, economic and social institutions and processes. The

subordination of state agencies to the multilateral agencies and transnational actors has

implied a shift in five directions evident in the privileging of (a) supra-state/ global

governance institutions on an increasing range of policy issues; (b) private sector operations

and market institutions; (c) the subnational and local state itself (d) the civil society
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institutions, particularly, non-governmental organisations. Developments in these respects

both reinforced and contradicted each other and while some aspects of these have been

widely shared by many countries, others acquired their precise meaning in the specific

space-time contexts. These have serious implications for the state of the public domain and

citizens' rights. It is relevant therefore to examine the nature of these developments with

reference to India.

(a) Supra-state/ Global Governance Institutions:

As in many other Third World countries, in India also, following the adoption of

SAP, the power of state to shape the economy and society has been further fractured or

redefined to serve the concerns of the multilateral organisations like WB, IMF, WTO etc.

on the one hand and the transnational organisations and other powerful economic interests

on the other. There is also a growing pressure to engage in the search for global governance

mechanisms/ solutions to deal with specific policy concerns, such as environmental

problems, social development, global crime, etc. through international/ intergovernmental

fora. State's ability to address the growing complexity of problems is challenged as much as

their capacity to make rational policy choices by themselves.

It is significant to observe that pressure for liberalisation and reforms is not meant to

obtain an end of constitutionalism in economic sphere. Far from leaving the markets to

themselves, state is expected by the very proponents of free market to take active interest in

creating conditions through intervention for the growth of markets. One of the major

concerns of WDR 1996, for instance, was how public agencies, legal systems, financial

institutions, and education and health systems can all enhance the success of market

economies.1Improving state capacity for creating conditions for the growth of markets is

what is recommended. Clear property rights and widespread private ownership are

considered essential for markets to perform efficiently and equitably. And state is expected

to provide for these. WDR 1997 also dwelt on the need for building state capacity in order

to ensure the success of various programmes.2 Not only that. Quest for liberalisation has

seen the re-emergence of complex framework of trade negotiations- Gatt, WTO, MIGA,

TRIMS, TRIPS and so on. And states have been considered significant instruments in

binding economies and markets of specific regions to these not so freely negotiated terms of



9

trade. They are  expected to help the search for global order, which is invariably meant to

convey the wishes of the powerful international actors.

State is considered important for another reason. In the absence of a resolution of

debt crisis, state capacity continues to be crucial to those who have offered debt and who

are keen that they can realize it back with additional benefits. In as much as both

international organisations and business organisations want the states to work as mediators

rather than completely replace them with market structures, state withdrawal is likely to be

selective, not wholesale. Liberalisation is likely to be strictly along the lines approved/

proposed by these aid agencies/ donor countries/ groups, and the dominant market players,

and they are unlikely to vote indiscriminately for market freedom. Already one is faced with

demands for `harmonisation' to redefine free market itself.3

States therefore are expected to remain significant but their role is required to

change with the expectations of the aid providing multilateral agencies and the interests

which dominate them. They are expected to follow the prescriptions offered on "good

governance". Besides binding these with aid conditionalities, there are keen attempts to

organise training programmes and offer consultancies by agencies like WB, UNDP and

some donor agencies. Their brand of good governance agenda is in line with their own

needs of ensuring the success of their projects and is not very sensitive to the political and

social contexts of specific nations and the contradictory results which may be generated in

consequence of these. There is, for instance, an insistence on creation of institutional

capacity in order to plan and implement policy in line with the concerns of these agencies to

liberalise their economies and promote the growth of markets. However, little respect is

shown towards the issue of policy autonomy and sovereign rights of states to opt for a

different set of objectives or policy strategies. There is a closure of public right to debate

policy issues in this framework of economic and political dependency of states.

In the context of India, such reorientation or shrinking of state's autonomous

jurisdictions have also significantly altered its real nature and capacities. While earlier state

`failed' to cater to public interest for various reasons, now it has `succeeded' not to. Its goals

have themselves been redefined in terms of the interests of powerful external and domestic

interests. There is a virtual hijacking of policy space by these non-state players. Policy
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process has been reduced to a legitimation function, where formal political institutions like

legislatures engage in formalising the decisions taken elsewhere. Not only does this imply a

devaluation of the political process, and closing up of space for public debate on a wide

range of policies. It amounts to a reorientation of institutions and practices in undesirable

directions by forces which lack any accountability to the people. There is a clear

subordination of the policy to the global and international power dynamics, indicating a

containment of space available to the domestically defined and democratically shaped

politics at the instance of politics controlled from outside in alliance with some vested

interests at home.

(b) Private Sector, State and Market Institutions:

Reorganisation of institutional jurisdictions, which is under way, is intended to create

space for the private enterprise on the one hand and reorient state towards market

institutions on the other. The boundary between public and private sector is dwindling in

some significant respects in consequence of these. Commitment to neo-liberal reforms

supposedly implies a commitment to market orientation of the economy, and incorporates a

presumed obligation of state to push policy towards deregulation, privatisation, selective

state withdrawal and expenditure cuts, and ultimately integration with the global economy.

While economy is expected to be liberated from political directions and interferences, state

is refrained from taking up a competing or restrictive role vis-a-vis private enterprise.4

In line with the conditionalities imposed under the structural adjustment programmes,

significant policy shifts in the above direction have been attempted. There is a keen concern

to further the growth of private sector and to facilitate the operation of market mechanism in

both public and private sector by reducing and reorienting the operations of state. Many

sectors of the economy have been delicensed and deregulated to provide greater freedom to

the private sector in taking investment and technology decisions. Private sector entry in

several new areas, hitherto prohibited, has been made possible. Foreign capital is being

encouraged in many areas through various incentives. Special protection offered to the small

scale industries has been withdrawn from many areas in order to enable foreign investors

entry into these. Disinvestment of public sector equity is being attempted. Trade has been

liberalised considerably. All this is justified on grounds of promoting freedom of choice and
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benefits of competition. State interference in the running of existing public sector units is also

sought to be reduced- six hundred and ninety-six guidelines of the existing eight hundred and

ninety-six related to the public sector enterprises have recently been deleted.

State has assumed the responsibility of reducing its traditional regulatory powers and

take up instead the role of a facilitator. This implies a major restructuring of not only its

objectives but also the institutions and processes. Large scale review and discarding of

existing legislative framework is considered essential to keep pace with the processes of

globalisation. A commission formed to review Central Laws and Amendments in May 1998

took merely five months to recommend inter-alia repeal of 1300 central laws and

amendments out of 2500 laws in force. Expeditious amendments have been suggested in

respect of a critical list of 109 laws. Action has been initiated by several ministries to put

these changes into effect. Many new laws, however, have been attempted to legitimise

certain patterns of activities and processes, as in case of patents law, insurance legislation,

etc. A new generation of laws are considered desirable to facilitate business in the `new'

world and the old objectives of laws no longer stand the logic of wisdom. Even the

Constitution is found in need of a comprehensive review. State is expected to review its

capacities and alter its commitments in order to keep pace with the changing reality of

globalisation.

 

While on the one hand, there is a dismantling of existing regulatory regime, on the

other hand, there is a growth of new institutions for market governance, the new regulatory

agencies. Their terms of existence and operation have been along the lines of neo-liberal

agenda. The growing high-technology sectors, such as telecommunications and financial

sector has been particularly a centre of concern.

A close look at the pattern of state functioning in the process of carrying out reforms

clearly suggests that the primary interest of their proponents involves procuring more space

for the dominant  market players by using state apparatus itself to selectively orient the

economy in the direction of their interests. Its legitimate hold over policy domain makes it

relevant for altering the very framework markets to operate as well as the precise direction

in which markets would operate. Budgets continue to be an extremely powerful instrument

through which state provides numerous kinds of support to the growth and profitability of
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market economies. Space for politics and democratic interventions, however, is significantly

contained through other economic and political instruments where it clashes with the power

of the private enterprise.5

Reorienting Public Sector

To the extent state continues to be of interest, and is expected to support the growth

of markets, it is not difficult to understand the growing trend towards the introduction of

market mechanism in state sector itself. Several government organisations have resorted to

the policy of out-sourcing and contracting out of services. By following the practice of

private businesses to concentrate on their core competencies and buy in specialist

contractors to provide new ideas, more flexibility and a higher level of expertise,

departments and agencies are expected to do better. Management consultants are a

flourishing profession with state agencies over-eager to hire them. Their terms of reference

are not confined to execution of development projects. Rather, they are sought for policy

advise too. New spaces have been created thus for this new breed of professionals who are

expected to reform governance. There is also an increasing resort to public relations

agencies to promote reforms, destinations and agencies and attract investors.

In an attempt to redefine the public organisation in terms of market values,

outsourcing of services in government and public sector undertakings has increasingly been

introduced. This is justified in terms of the twin objectives of increased level of productivity

coupled with cost reduction and allowing government to concentrate on its core functions.

The chief ministers' conference, 1997, recommended it in the interest of right-sizing the

workforce. There is an eagerness to alter the existing legislative  framework too to facilitate

the process of contracting out. When some ministries/ departments like health, CPWD

decided to out source some jobs/ services to private parties, they were confronted with the

restrictive provisions of the Contract Labour (Regulation and Abolition) Act, 1970.

Department of ARPG took up the task of examining this. A core group was set up, which

after deliberating with other ministries/ departments, recommended a two-pronged strategy

to make outsourcing a `genuine reality'. This involved a short term approach suggesting a

review, annulment or modification, wherever required, of existing notifications prohibiting

engagement of contract labour by the Labour Ministry in consultation with the Central
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Advisory Contract Labour Board; and a liberal application of grant of exemption under

section 31 of the Contract Labour Act of 1970. The long term approach suggested a

suitable amendment of the Contract Labour Act so as to facilitate outsourcing of peripheral

or supporting services; and a separate legislation for contracting out of services by

government departments. The Labour Ministry has been asked to take initiative with state

governments/ Union Territories to amend the Act.

Already some ministries/ departments have taken steps in the direction of

contracting out. The Department of Communications, for instance, gives out on contract

basis such jobs as laying of cables, digging of trenches, construction of cable ducts, erection

of towers, installation of MARR equipment, construction of building, and other similar

construction work. In the Department of Electronics, contractors have been assigned jobs

such as housekeeping, horticulture, civil and electrical maintenance works of building,

canteen, pest/ termite control, maintenance of EPABX. The contracting out of these

services, it is claimed, has helped the department in building up a culture of cleanliness and

excellent working ambience. All the nationalised oil companies under the Ministry of

Petroleum and Natural Gas are executing through private contractors several jobs, including

jobs which are of periodic needs and do not require employment of regular workers; jobs

connected with tank wagon/ tank trucks, loading, discharge at terminals and depots,

removing/ putting the seal cap on LPG cylinders, LPG filling shed operations, oil salvaging,

capital repair of tanks, etc. Ministry of Steel has contracted out cleanliness of the building,

maintenance of office machines, and maintenance of electrical gadgets like room heaters etc.

Ministry of Railways has also identified a wide range of services for contracting out.

This practice has weakened the boundary between public and private sectors and

created new linkages between the two. But it has also raised issues regarding the meaning of

public interest. One is left wondering if the question of efficiency can be equated with the

organisation's capacity to earn profit or there is a greater public purpose to be served. It is

also questionable to presume the private sector's capacity to improve efficiency of service,

for it is not evident in many cases. It has also come to notice that in such cases, consumers

are made to bear the burden of profits which are earned by the contracting agency or

service provider. Even in calculating economic costs and benefits, the costs of processing

and monitoring of contracts, and possibilities of rent-seeking are not given due
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consideration.

Private sector values have been introduced to public institutions in yet another way.

This reflects in the introduction or raising of user charges and reduction of subsidies in order

to transfer costs of service to the consumer. Many public services, including those in the

sphere of health, education and public distribution system have seen a change of orientation

and objectives. The emphasis on cost recovery is justified in terms of prospects of improved

service quality. Users are expected to value efficiency far more than the lower cost of its

provision. Despite strong political resistance to withdrawal of food, fertiliser and export

subsidies, steps have been taken in this direction in recent years. There have been

proclamations of interest in downsizing the government also, although little has been done by

way of devising a scheme to pursue this objective. Not much initiative in the direction of

more effective financial management is visible either. Evaluation and monitoring systems

remain as poor as ever. Involvement of non-governmental organisations in sharing the

responsibilities of government has increased and a large part of aid flow is committed to

these groups directly.

The problem of inefficiency, corruption and lack of responsiveness of the state

sector have also been sought to be handled through technological fixes, such as, an

increased use of computers. This is expected to serve the needs of effective administration,

networking of agencies and better service to people. Computerised Information and

Facilitation Counters have been set up in nearly forty organisations to enable citizens all

information on schemes and procedures easily outside the security reception zone.

Applications and grievances are also received at these counters. The much needed right to

Information bill, however, is yet to be passed, with the result that secrecy prevents access

despite technological innovations which are introduced at considerable costs. Even when

computerisation is expected to keep opportunities for corruption under check, the need for

openness and transparency in decision making processes is a pre-condition to producing

any such effects. There is not much reform evident in this regard, except that some selected

private interests are now quite closely involved in the policy processes.

In order to emphasise concern for citizen's expectation of improved service from the

state where it is not privatised, there is an attempt to introduce citizen's charters in various



15

ministries/ departments/ organisations. The charter is expected to incorporate the citizen's

entitlement of public service, wide publicity of standards of performance, quality of services,

access to information, simplifying procedures for complaints, time-bound redress al of

grievances, and a provision for independent scrutiny of performance.  Ministries/

Departments have been asked to evolve a plan containing both long term and short term

moving targets for improved public satisfaction and efficient performance through systems

improvement, technology and information inputs, staff orientation, work place changes, use

of alternative providers, citizen's partnerships, etc. An in-built machinery for system audit

and periodic monitoring of performance with reference to Charter principles is expected to

be put in place. Not much progress has been made in these directions though citizens

charters have been adopted by 66 ministries/ departments/ organisations at the central level-

of these 38 have been public sector banks. Nearly 104 charters have been adopted in

various states so far. However, these remain non-justiciable and do not go very far in

strengthening the claims of public over public institutions as a matter of right. Nor do they

respect the collective rights of people when they are not their clients/ consumers.

(c) Advocacy of Sub-national and Local Institutions:

State power has been challenged and altered from within also, by state and local

governments. Multilateral organisations have established a direct relationship with state

governments and shape policy developments and politico-economic activities at their level

where much of the implementation powers are vested. State government's interest in reforms

is quite in line with the recent shift in strategy towards reforms advocacy, which is evident in

the World Bank's Country Economic Memorandum of 1996. It has since got increasingly

interested in state economies. As a part of this shift, the first state economic report, covering

the state of Andhra Pradesh, was prepared by it. To an extent, this shift can be explained in

terms of the emergence of coalition governments at the centre, which gave an increased

bargaining power to states. But that apart, state support to reforms has also been

considered crucial in view of its emerging concern for reforms in areas like infrastructure,

which fall under the purview of state governments. States have been offered assistance to

execute reforms, and many of them seem quite interested to rush in the recommended

directions.
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Finance Ministry's Report, External Assistance- 1997-98, indicates that external

funds to states have almost doubled, from 31.4 per cent of total external aid in 1990-91 to

60 per cent in 1997-98. The share of central projects dropped from 69 per cent of external

assistance to 40 per cent. The availability of such funds, however, has not been similar for all

states. Three states which account for the maximum increase are Andhra Pradesh, which

moved up from 2.8 per cent to 9.8 percent in 1997-98, Maharashtra, up from 3.4 per cent

to 7.6 per cent, and West Bengal, up from 1 per cent to 6.6 per cent. The external

assistance which India received in the 1990s remains unchanged at Rs9,000-10,000 crore a

year. Between 1997-99, Andhra Pradesh in fact got more loans from the Bank than from

the Centre. Bank's lending to it is estimated to be around $1.2 or around Rs.7,700 crore as

compared to the central loan of about Rs.4,300 crore. This pattern of developments are

aimed at ensuring not only the more effective penetration of top-down agenda of aid

agencies but also generating competition among states for pursuing it. In the present phase of

coalitional politics this is also expected to generate pressure on the central state to execute

such reforms agenda.

Direct loan negotiations are advocated to empower states to take their decisions

themselves. However, this does not appear to have helped make states more autonomous

than it did the centre. There is little by way of support to the autonomous policy processes.

The state of Andhra Pradesh, for instance, which pursued WB version of reforms quite

vigorously has ended up becoming the most highly indebted state of India. However, public

resistance is handled by the state through an increased resort to repression.

Reforms discourse in its present framework also seeks to build on the possibilities of

refocussing management of governance to decentralisation and local institutions.

Decentralisation is also expected to ensure effective service delivery. The dominant logic

guiding this, however, remains the logic of capital and the narrow economic efficiency. While

it makes devolution of power to local structures and institutions its primary instrument, there

is also an interest in strengthening market institutions by strengthening the civil society

institutions in the local context. NGOs are encouraged and supported to build state capacity,

as by organising training programmes for local Panchayats. This is expected to strengthen

the drive towards efficiency and responsiveness helping the growth of market institutions.
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Despite the international and national political discourse overplaying their interest in

the value of the `local' and underlining the significance of `empowerment,' there is little by

way of actual empowerment happening on ground. The need for creating local institutions is

admitted but there is a note of caution which informs action. WDR 1997 expresses the

apprehension that local power can pose problems for macroeconomic stability and can also

come in the way of reforms process. It is not surprising that structures created to pursue the

objectives are either too dependent or too superficial to make any substantive effect.

There is a difficulty with the approach towards the local. Local social conflicts and

power relations are overlooked and the `local' is perceived as a homogenous entity, quite

isolated from the broader political and economic context. The forces of change and

resistance in the local context are not read as they relate to each other and affect the

developments in the local as well as wider political economy context. While much decision

making power is passing out of the control of even central government, to expected any real

empowermrnt from the setting up of local institutions is to diregard the complexity of the

situation.

Even while local knowledge is appreciated and special programmes are launched

claiming such support, the overall policy prescriptions indicate a strong sense of disregard

for the local concerns. There is a gap between proclamations and policy. The logic of

patenting remains beyond the comprehension and capacity of people who have been

managing their lives and activities in a collective and shared manner, far removed from the

institutions of modernity and lacking the capacity to join the mainstream development

process. The local knowledges are being systematically shifted from public to the private

domain in this framework of policy even when it is interpreted as a shift from the limited local

knowledge to wider public knowledge. Creation of institutions for the preservation of local

knowledges in isolation from the local people is quite problematic and in some contexts

amounts to displacement of those who preseved that knowledge for several years.

(d) Strengthening of Civil Society Institutions:

Civil society is becoming an arena of interest because of its perceived potential to

not only encourage democratic processes and good governance practices but also, in fact
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more importantly, the market institutions. Social capital has moved to the centre-stage in the

Social Fund Programmes of the World Bank. Defined in terms of public goods networks,

culture, local knowledges, etc., social capital is seen to foster reciprocity, facilitate

information flows for mutual benefit and trust, and therefore success of development

programmes. State is advised to help build social capital as well as to make use of the

existing stocks.

Non-governmental organisations are provided enormous funds to promote the goals

of development. Their existence is considered crucial to improve governance which is no

longer seen as the task of state alone. Partnership between state and civil society

organisations is encouraged and expected to contribute towards efficiency. Many

development programmes of state are sought being executed by the voluntary sector. In

many cases, there is an attempt to provide state funding too. Some NGOs get funded by

outside agencies. Some of these are highly committed and seek to adopt participatory

approaches towards resolving the problems of people. There are, however, many such

organisations which emerge or get activated only to appropriate the available funds in a

corrupt manner. It is therefore not possible to take simplistic approach to consider all NGOs

in a uniform fashion. 

There are many other elements of civil society which derive strength from their

struggle among the people.  Little interest  is shown towards  strengthening these or

supporting their position as they may pose a challenge to either state or market forces and

which do not submit to the basic framework of neo-liberal reforms. Their perspectives and

viewpoints remain unattended or even condemned for their failure to appreciate the value of

growth-oriented reforms which have been initiated under the structural adjustment

programme. India has witnessed strong movements- environment, women, civil rights, right

to information, human rights, dalit movement, etc. And many sincere activist organisations

are disilusioned with growing flows of foreign or state funds, because of their capacity to

coopt or divide the movements by influencing the perspectives and approaches through

funded programmes. 

Civil society institutions can certainly prove to be effective mechanisms of citizen

empowerment as well as effective regulators of state and market players. However, for this
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to happen, it is important to ensure both autonomy and participative content of these

organisations. Mere reduction of civil society to NGOs with little or no regard for

movements for people's rights which may pose a challenge to all manner of top-down

reforms can not be seen very positively. The latter are either bypassed or sought to be

coopted, or else they are also faced with a repressive state. It is not possible to overlook

their significance, for despite such adverse conditions of operation, they remain in struggle

and strive to institute alternative patterns of reforms which may be able to take care of

people's real needs and concerns rather than simply ensure the survival and growth of

market institutions, in complete disregard to their elitist character and anti-people bias.

States and Citizenship Rights

The initiation of the structural adjustment and reforms programme have thus effected

a significant reorganisation of institutional jurisdictions. This reorganisation indicates and

further instigates a weakening of the borderline between the national and global, public and

private, citizen and consumer. There is much more ambiguity on the defining features of

these. One finds issues changing places and affecting the very nature and role of state as well

as its relationship to market institutions, private sector, local state and civil society and the

citizens.

In significant respects, liberalisation has implied giving away the rights vested in the

domain of citizenship to dominant market forces. It does appear to have contained the

public space available for negotiating the political itself. States have arbitrarily disowned

responsibility towards meeting the basic needs of citizens. Efforts towards legitimation of

these changes, of course, continue to be made. Through careful exercises aimed at

displacing the discourse of basic rights and instituting the discourse of efficiency and

profitability, often used interchangeably. State responsibility is no longer the issue for

discussion. Scope for the growth of private is the primary concern. There is thus a complete

change in the terms of political discourse at the instance of liberalisation logic.

The other dimension of the discourse of load shedding by state is the issue of

decentralisation, participation and civil society. Riding on this has come the transfer of major

responsibility to the NGO sector. Space beyond the capacity of market to reach out to has
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been considered for operations of voluntary organisations which unlike market structures are

considered capable of being more responsive to social needs. Major responsibilities and

resources have been transferred to this sector in order to manage the social costs of

transition towards liberalisation.6

However, even as there is an interest in creating new institutions for citizen

empowerment and engaging non-governmental organisations in the process, one also

encounters a weakening of the processes of collective bargaining. Traditional organisations

like Trade Unions have lost their position in relation to the policy making process. On the

other hand while big business interests are closely associated with the policy process,

engaging workers or farmers is considered a difficult matter. Public sector organisations are

reorganised or subjected to major changes which are arrived at without consulting the

employees. There is a feeling of bitterness and resistance among the employers- insurance

employees, UP state Electricity Board employees, Telecom sector employees have been

quite critical of the manner in which government tried to take decisions affecting them.

The empowerment discourse is central to the exercises meant to redraw the line

between public and private. The public can not be confined within the control of state.

Citizens have a right over it and therefore there is an accent on participation of concerned

public in policy making and implementation processes as well as directly taking care of their

affairs in many contexts. These exercises are apparently aimed at broadening the rights of

public by taking them away from the state. Yet, in effect, these are contributing to a growing

hiatus between the wider public and the small elite which as individuals or as group can

afford the possible efforts involved in realising the rights made available to the as constituents

of the public.

There is a redefinition of meaning of public and private interest/ domain, and

consequently, a redefinition of rights of citizens as those of consumers, dragging the

citizenship away from the public domain to private domain of power and rights of

consumers, leaving out the vast mass of people who lack the purchasing power to acquire

the status of consumers. Non-consuming public is thus easily folded out of the framework of

rights in this discourse. Consumer rights, however, are expected to expand beyond the

confines of state and touch the horizon of global citizenship. Global markets, global
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standards, global range and global reach must enable the citizen-consumer to be liberated

from the limits of state boundaries. Protection of consumers rather than citizens is the new

value.

The implications of this reorientation for the principles of democracy are far

reaching. The privileging of consumer over citizen which resulted from the market orientation

of state has serious implications for the democratic principles of equal rights of citizenship.

This also poses a challenge to the principles of public accountability of public sector by

reducing public to the consuming public only, regardless of the reasons for non-

consumption.

The new regulatory framework/ agencies claim to be concerned with consumers

interests above all else. This is professed to be in the best public interest too. In the process,

there has been an oversimplification and narrowing down of public interest. One also finds

an individualisation of interest when consumer becomes the focus, often at the cost of

overlooking the concerns of non-consuming communities/ publics. Such arrangements only

legitimise the processes which often inflict numerous costs on non-consumers while catering

to the interests of those who can afford to purchase/ obtain the benefits. The needs of

multiple stakeholders with conflicting interests remain poorly addressed in this simplistic

version of the supremacy of consumer interest. Rather than take a narrow economic and

technical view on regulation, a comprehensive social and political perspective is required in

view of the prevailing socio-economic context.

There is a tendency to create space for elite interests rather than strengthen the

participatory institutions in course of evolving new regulatory frameworks. This is particularly

so because of the existing linkages between political and economic power as well as the

relatively weak civil society groups which could show vigilance and actively monitor or

shape the processes. The existing framework of political and policy institutions and its

relationship to the societal forces matters considerably in defining the shape and direction of

decisions meant to implement reforms.

One of the major grounds on which the transfer of resources from public to private

sectors is rationalised is that of poor accountability of public sector. How far such transfer
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results in enhancing accountability and responsiveness to the citizens is quite questionable. A

recent report by Prayas Energy Group entitled "Regulation in the World Bank-Orissa

Model: Cure Worse than Disease" points out that while the root cause of the crisis in the

Indian power sector under public ownership was lack of accountability of decision makers

to the public, privatisation of power sector in Orissa does not appear to be dealing with this

issue. The independent Regulatory Commission vested with decision making powers has a

lot of discretion. Public hearings or complete information sharing are not mandatory. In the

very first tariff revision, the Commission reduced the period for public intervention to just 10

days and rather than providing information, it asked people to obtain information from the

privatised utility. This decision cannot be challenged on procedural or techno-economic

grounds. And the Commission is not accountable to the legislature or government. Even as

there is an apparent decline of public accountability, the Orissa power sector privatisation

case has been described as closest to "best practice" by National Economic Research

Association, U.K. consultant report to Asian Development Bank. What appears best from

the viewpoint of private sector investors need not necessarily be in the best interest of

public.

The controversial Dabhol project of Enron Corporation in Maharashtra has raised a

question mark on the private sector's inclinations to serve the interests of the consumer in the

absence of a vigilant government/ regulatory agency/ citizens' forum. Short of a proper

regulatory framework, privatisation can convert public monopolies into private monopolies

which reflect little by way of serving the consumer and remain apathetic to the wider public.

Transparency and accountability mechanisms are equally important conditions to any

possibility of private sector not going against public interest. Else it is the investors' interests

which prevail in the name of consumers.

The public sector has been reoriented to incorporate market mechanism in its

activities; it has also undergone a transformation of goals which no longer remain committed

to a broad enough socio-political perspective as would cover the values of equity and social

justice. This goal has been displaced by the narrow intra-organisational perspective and

goals of efficiency and profitability. Social sector spending and welfare programmes have

suffered due to lack of support by the state. There is an attempt to alter the framework of

operation without  ensuring that the state of people who require the service has improved
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enough to enable them an access to it. For else it would amount to reorienting public service

to serve the private interests of the elite.

The few initiatives which proclaim to reorganise relations between state agencies and

citizens, such as, citizen's charters, remain mere symbolic gestures. For these are non-

justiciable proclamations and do not offer any compensation to the citizen in case public

service delivery fails to comply with the norms laid down in the charters. The space for

citizens' rights, particularly collective rights, is poorly protected. In many respects, it has

shrunk under the onslaughts of market forces, which reduce several rights claims to the

capacity of citizens to become consumers with purchasing power.

There is little doubt that the reforms attempted in India since the adoption of SAP

have reorganised the institutional  space so as to virtually redefine the public domain and

alter the nature, role and relationship of state, market and civil society. In the process, there

has been a reordering of the political in the framework of global as well as local dynamics,

engaging not only state but also non-state institutions and actors. However, rather than

strengthen the democratic spaces, accountability mechanisms and the rights discourse, this

has resulted in new forms of exclusion and closure of public space to the public which

cannot afford the privilege of becoming consumers, investors or powerful market players

and which cannot relate to the free market offer of becoming global consumers.

 Reorienting the Economy

Towards Marketisation

The reforms initiatives attempted in India have as their ultimate objective the

reorientation of economy in the direction of market principles. Social concerns have virtually

been rejected as deserving any consideration in assessing economic performance or in

defining viability of economic activities. Economic returns have become the predominant

consideration for accepting or rejecting economic projects and activities. Economy is

supposed to be rid of investments which fail to bring economic returns. And efforts should

be made to make the existing investments bring returns. The emphasis on removal of
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subsidies, price supports, user pay principle, privatisation, etc. are steps considered essential

for liberalisation which is perceived as the only possibility for growth.

Commitment to market principles in the functioning of economy, however, has not

yet emerged as an unconditional obligation of policy, to be put into effect uniformly and in

complete indifference to the specific contexts. In reality, as indicated earlier, there have been

variations in approach towards market processes along issues, along contexts, emanating

from political, practical or even economic considerations underlying different options. The

irony is that these variations have been more to accommodate powerful market players than

under pressure of democratic constraint, which became relevant only when resistance

appeared to threaten the very legitimacy of state power. Market principle has been ignored

more to compensate the market players when market turned harsh to their interests than to

respond to the needs and concerns of resource poor who could not be cared for by the

market. State has been made to bear the costs of not only transition towards market but

also commit its own resources towards that. With the result that rather than market serving

the ends of economy, one finds the economy being reoriented to serve the growth of

markets.

Towards Negative Fall-outs

The net results of the neo-liberal reforms, however, have been far more serious than

simply an increased orientation towards market institutions. Liberalisation in its present

manifestation has not only altered the economy; it has violently disoriented it towards elitist

interests, towards exclusion and marginalisation of resource poor and towards unsustainable

patterns of development. Not necessarily as a matter of unanticipated consequences, but

significantly reflecting unaccounted consequences which have a negative bearing for social

concerns. Even when it is easy to perceive their relationship to policy shifts, these are

carefully avoided from being made a part of the policy analysis undertaken for the purpose

of policy making. Many of the consequences or possible effects of  these policies/ reforms

for the state of majority of the people thus escaped discussion in policy forums engaged in

working out strategies of liberalisation and globalisation. Yet, these have the potential of

increasing the misery of people at large by completely disorienting the economy from their

local needs and possibilities.7  
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The role being played by the adjustment and reforms programme in effectively

molding the economies of poor countries like India towards the needs of powerful states

calls for comment. In the present scenario of economic dependence,8 adjustment

conditionalities as well as penetration of new technologies of ideological manipulation,

integration with the global economy has virtually become the new policy priority of most

Third World states. The presumption is not only that without this, there can be no salvation

but also that this would solve all problems. There is a growing competition among these

countries to attain the objective of integration with the global economy. And in that race,

more liberalisation is considered to be the only course available to them. The pressure for

export promotion to manage economic crisis has provided the rationale for the orientation of

economy towards selling abroad. Consequent upon this, however, economies of poorer

nations have got diverted away from the needs of their own people, especially if they are

short of resources. Only rich consumers, domestic or foreign, who have enough resources to

spend matter in this scenario. The needs of others remain poorly attended when resources

are diverted towards those with surplus resources.9

People have suffered on account of growing unemployment as a result of the

growing thrust towards technology oriented production processes. Either for purposes of

exports, or because of pressure to compete with increasing imports due to the opening up of

economy, or simply because of the availability of cheap labour displacing technology. Profits

can increase by modernising units, but that can hurt those who cannot find alternative jobs

when displaced due to either modernisation or flexiblisation. New investments which are

seen as creating new jobs have also displaced many in traditional sectors, and this without

even becoming visible as the cause of displacements. The displacement of public interest to

focus on the consumer has clearly oriented the economy against the poor, both directly and

indirectly.10

Towards Unsustainability

The economies of adjusting countries like India are being increasingly propelled

towards an extractive rather than a sustainable mode. Pressure for maximising exports and

policies aimed at their promotion have only encouraged the rather violent exploitation of
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natural resources in the quest for remaining competitive. Changes are being introduced in

existing policies to encourage foreign investments in these arenas. Marine resources, mineral

resources, and agricultural products are being extracted/ tailored for export markets.

Diversion of land and other natural resources towards corporate interests either directly

through privatisation or indirectly through various supportive policies has resulted in

increased incidence of land alienation and distress sales under pressure of competition from

corporate players. This has also resulted in many unsustainable and over-exploitative

economic practices which prove detrimental to the very survival of poor and sustainability of

environment.11

Many economic processes considered to be the `achievement' of reforms in effect

have extremely negative fallouts. Often even economic costs are not fully accounted for in

the cost-benefit analysis of these. In India, for instance, the Report of Nagpur-based

National Environmental Research Institute which visited coastal areas to study the state of

shrimp and prawn culture substantiated the anti-poor and anti-environment thrust of policies

and processes meant to encourage exports of these. It noted that in Tamil Nadu there was a

net loss of Rs. 142 crores due to damage to farm land and salt pans, wage losses to

farmers, fall in rice production, and losses in fishing income of small fisherfolk.12 These costs

are easily overlooked when liberalisation is assessed in terms of its contribution to dollar

earnings. In case of liberalisation of agro exports and processing activity too, one

experiences problems of loss of bio-diversity, diversion of lands towards export crop and

processes of marginalisation and landlessness with the entry of corporate interests in

agriculture. These processes are not analysed when liberalisation is seen to contribute to the

growth of economies.13

Liberalisation processes have also become instrumental in reorientation of

economies of poor nations towards absorbing the negative fall-outs of production and

consumption processes in the industrialised World. Acceptance of globalisation as the

ultimate concern of economies and removal of trade restrictions in the name of liberalisation

has resulted in dumping of not only unwanted but also hazardous imports from surplus

economies into these.  Large quantities of waste from industrialised countries has been

dumped on the territories of many Third World countries. In India, it is estimated that since

the beginning of structural adjustment there has been a near sixty per cent rise in India's
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trade with developed countries in industrial waste- much of it is imported in the name of

recycling possibilities but is actually proving to be a major health hazard for people exposed

to it. Similar reports of dumping of toxic waste have been coming from other Third World

countries too.14

The contradictions underlying the reforms strategy, however, are noteworthy. For,

on the one hand, these countries are faced with growing pressures to improve their

environmental regulations in order to create a level playing field for foreign competitors eager

to sell their products which reflect the high cost of regulations in their home countries. On the

other hand foreign investors consider it quite attractive to invest in these countries when they

can save the costs on environmentally friendly technologies and processes. The third side of

the contradiction is their eagerness to sell environmental technologies. And the fourth side as

discussed above is their interest in dumping wastes produced elsewhere. The losers in all

four situations are the people who have to bear the costs of these orientations.

Under pressure of liberalisation thus the already poor Third World economies are

thus being driven through ill-conceived deregulation exercises as well as misperceived

promotional exercises towards wasteful and environmentally perilous processes. Only to

maximise short term gains from certain economic activities, that too to serve a few vested

interests. The reforms process is directed at speeding up economic investments, and

removal of several existing rules for granting or withholding permission on grounds of

environmental safety or other reasons has virtually made way for speeding up of ominous

and hazardous processes in the economy. Its contribution towards a complete disorientation

of the economies of poor nations, pushing these towards iniquitous and unsustainable

patterns of development, and thereby furthering social problems calls for a serious rethinking

about it.

Redefining Social Concerns

Marketisation of Social Issues

The question which emerges at this point is: Does it really matter if political space is

reorganised and economy is reoriented? Does it increase or reduce the range of issues
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which become social concerns? Does it imply that social concerns will no longer be attended

by the state? Or does commitment to liberalisation actually require the state to abandon

responsibility for social policy? Before coming to these, it is relevant to mention that social

concerns may be defined in the present context as those concerns which may not be

effectively addressed through individual efforts alone and call for collective responses; or

those concerns which emerge because certain costs and benefits get delinked and reside at

different points, calling for intervention to rectify the costs inflicted as externalities; or these

may be considered concerns which pertain to issues that come to be identified with social or

collective existence itself and which are supposed to further this collective cause of social

beings. Questions about their definition and ways of addressing them, however, are closely

related and need to be discussed together.

Institutional reorganisation through neo-liberal reforms indeed is meant to deny the

relevance of social concerns in defining economic activities. There is an accent on recovery

of costs and abandoning the soft corner for those who can not pay. For the new concern is

to make the user pay and dissuade those who cannot pay from using public utilities. Market

principles are to inform state activities not only in economic sphere but also in social sphere.

Privatisation of education and health are being considered quite seriously, though of course

in the name of improving their efficiency and saving them from the corrupt operations of

state. Marketisation of social issues is the new concern characteristic of the reforms era.

What is accomplished thus is not really the separation of social and economic issues

but a reversal of their relationship. Social concerns are not expected to interfere with

economic processes of state or market, but market principles are supposed to become the

defining rule of social issues- health, education, housing, commons, jobs and job security,

etc. should be privatised and made to run with profit motive as the guiding norm. This is the

intent of liberalisation. And this is meant to increase efficiency. The question of access to this

efficiency is not considered important. Access comes to be defined as an individual problem

not a social concern. The social content of economic issues is thus easily dismissed in the

logic of liberalisation. Not only that, many social problems are simply dismissed as individual

problems, calling for individual solutions. Unemployment becomes a problem of acquiring

skills, insecurity in jobs a matter of upgradation of skills, health and education more a subject

of consciousness raising. Structural content of problems facing the society is thereby
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delinked from everything except market opportunities. Markets themselves become an

important social concern when redefinition of issues creates legitimacy for them. They are

expected to answer social problems but through their own definition of issues. Through

individualisation, so to say.

NGOisation of Social Issues

As an alternative to market, there is an inclination to leave social issues to the

voluntary sector. This is supported both on grounds of strengthening civil society and

encouraging pluralism. And this is considered desirable to both take care of the limits of

markets which discriminate against the poor, and provide a decentralised and participatory

alternative to corrupt, bureaucratic states of Third World. Huge sums have been committed

by multi-lateral aid agencies and several donor agencies towards this end. States themselves

have also been pressured to provide financial support to non-governmental sector. It is

interesting to note, however, that these funds are often used to influence the political agenda

of local voluntary groups. These become instrumental in coopting these and redefining their

very approach to issues, often in line with the general concern for market-orientation as well

as policy objectives of global significance.  Commitment of funds to environment and family

planning programme, for instance, has been of considerable magnitude. Yet, the approach

towards these remains conditioned by the understanding of donors which often turns out to

be very insensitive to local people's lives and needs or priorities. Even participatory

approaches have been conditioned from above through both funding priorities, if not

conditionalities, and training programmes which often manage responses through information

dissemination strategies even when claiming to be protective of indigenous knowledge

systems.15 Social issues have thus been not only re-prioritised but also redefined through the

NGOisation processes supported by liberalisation strategies.

States and Social Issues

Despite active promotion of both markets and NGO sector for dealing with social

concerns, thus far states have not completely abandoned the social sphere anywhere.

Despite efforts to push social issues towards alternative institutions, these have continued to

remain a significant policy concern. In part, at least, this is because legitimacy of state power
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still comes from its commitments in this sphere. But the other part of the explanation lies in

the fact that even to ensure the more effective functioning of markets, interventions through

social policy become inevitable.

With liberalisation, in fact, certain social concerns strive for emergence on the policy

agenda with renewed vigour. For the vacuum created by cut-backs - direct or indirect -

have created pressures for survival and threatened sustainability. This in turn has generated

social unrest posing major challenges to the power arrangements and the exercise of power.

There is an all-round concern for safety-nets, need for a human face of reforms programme,

and programmes for the people who will have to bear the brunt of the programme. These

issues have come to occupy a prominent place in the policy discourse because of their

political potential. Yet in the absence of any seriousness to reconsider the the framework of

reforms programme itself, these remain more of symbolic exercises, meant to somehow ease

the transition towards globalisation.

In significant respects, the agenda for social policy itself appears to be getting

redefined in the light of disturbances created by the marketisation processes. New social

problems emerging in the wake of processes unleashed by liberalisation- job loss, growing

insecurities due to flexible labour market, need for upgradation of skills, new types of crimes

and violence etc.- have increased pressures on state for reorienting social policy

commitments towards these. Social policy agenda, is getting redefined with large resource

commitments in the direction of reducing political pressures against market processes as well

as private sector.

Social Concerns and Political Economy

Two observations are noteworthy before we conclude this section. Dealing with

social issues is not simply a matter of choice of institutional mechanisms for the purpose.

That choice itself defines the content of issues. Thus, for instance, privatisation of education

does not simply mean a change in the source of investments. As it is privatised, education

also gets commodified, altered and redirected. Its meaning changes; it is meant to serve

business needs. It is tuned to the needs of capital not society. Implicit in it is the demise of

social content of education. Likewise, health is not simply turned into business with growing
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accent on market orientation; implicit in this process is its loss of status as a right. It is this

denial of meaning of citizenship through a denial of even basic rights that is the most

disturbing implication of project liberalisation.

And, two, that social concerns are not some pre-defined and pre-given areas which

may be clearly separated from political and economic or which may be placed vis-a-vis

individual. In fact the very emergence of an issue as social concern is a reflection on the

politico-economic reality of its context. While politics and economic domain may actively

contest the definition of social concerns, these are likely to bear a reflection of the state of

civil society too. Social concerns are defined as much by the experiences of power and

powerlessness by people in a given politico-economic context. These may define the

expectations from politics or may point to the failure of politics. Or these may indicate the

limits of market or the power of civil society or vice-versa. How these get defined speaks

for the state of states as well as market; but even more significantly it speaks of the people

themselves. How much people suffer as a result of the manner in which political space is

organised and how much they have to bear because of the orientation of economy and polity

they have to live with becomes relevant to the very definition of social concerns. How much

their definition can affect the organisation of political economy itself is what matters most.

That is what should provide a test to the dominant liberalisation hypotheses.

The failure of liberalisation and reforms programme to take an integrated view of

politico-economic processes and people's lives has resulted in not only its extremely

superficial approach towards issues of survival and livelihood. This accounts for the trend

towards redefinition of many problems as individual problems rather than social concerns

thereby denying the responsibility of state to even address them. But this also accounts for

the creation of many new problems in consequence of pattern of policy because of the

inability of state to direct its energies towards it. And as evidence has it, this can be very

dangerous in terms of the implications for the state of the people at large. Reforms which

simply abandon the real people while attending to the processes which deal in things cannot

be justified. For these clearly reverse the very meanings of individual and social and place

the system at the service of a few powerful individuals and offer them all the institutional

support they need while condemning vast majorities to their individual fate by denying them

space even to realise the social meaning of their lives
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III

Reconsidering Alternatives

The above discussion brings home the point that reforms towards liberalisation pose

a much more complex reality with far more serious implications for social concerns and

possibilities of their realisation than is generally considered. It underlines the need to clearly

rethink the perspective used for reading its meaning, and further to critically examine some of

the prevailing misconceptions about it.

Alternatives to Statism- Markets?

While liberalisation is perceived by many as the condition for putting an end to

statism and its associated problems- from bureaucracy and hierarchy to corruption and poor

sense of accountability- the crucial question is: Can we counter-pose liberalisation and

statism? And this throws up many other questions: Does getting out of the problems posed

by statism require  an end of all regulations? Or does marketisation actually imply an escape

from the effects produced by corruption of state institutions.16 Are markets a guarantee

against centralisation of control and denial of freedom too? Are markets always efficient and

best equipped to efficiently allocate resources? How does one look at speculative activities

indulged in by private economic interests holding prominent position in market? Is freedom

and absence of regulations always productive?

A close scrutiny of market operations, as apparent today and as evident through

history, reflects numerous problems inherent in liberalisation hypothesis. Firstly, the mythical

claim that expansion of private power implies maximisation of individual freedom needs to

be tested empirically. It will be misleading to ignore the coercive capacities of the market-

operative not only through its capacity to shape symbols and signs and thus shape demand

and inflict deprivation on individuals supposedly free to choose, but also through its capacity

to structure the very possibilities of choice. Secondly, markets fail to relate to the needs of

people unless mediated by individual purchasing power or public intervention.
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Thirdly, there are many spheres where market mechanism is simply incapable of

operating. Public goods that are characterised by indivisibilities in production or by jointness

of supply pose a problem for market. Price mechanism operates because of its capacity to

exclude but where it cannot exclude, its capacity is non-existent. Fourthly, in many cases,

market mechanism is incapable of adding to efficiency. Making the polluter pay will not

rectify the damage already done to the environment. Environment, in fact, constitutes the

weakest point in the discourse of market led growth and state withdrawal. One cannot let

natural resources be freely exploited endlessly, especially when the market system does not

even provide ways of internalising the costs- present or future. Market system, as at present,

is incapable of even accounting for the total environmental costs of various economic

processes. Absence of any regulations will only make things unmanageable and increase the

risks, often irreversible, of these processes.17

Alternative to Statism- Participatory Spaces?

This necessitates rethinking on alternative approaches to dealing with social

concerns. For problems posed by statism may be more effectively dealt with in other ways,

which involve for instance creation of participatory spaces outside the market structures.

State and market are not the only alternative institutions for dealing with social and economic

concerns. These are not even exclusive domains to be seen as providing clear-cut either-or

answers to these. The issue of reforms therefore must first be freed from this analytical

simplification and then be analysed in all its complex and interrelated manifestations.

The relevant question facing the political economy at this juncture in history is not

whether to deregulate or not. It is: how to address social concerns and whether or not

regulations become indispensable for the purpose. Regulations need to be evaluated not in 

terms of their implications for market alone but also those for the society at large. One needs

to carefully examine the historically produced experiences of regulatory regimes to be sure if

the real problem with these lies in the specific content and form of regulations, the

mechanisms of regulation, or the very fact of regulations. Who is affected by regulatory

interference of state and who will benefit from its withdrawal is one aspect of the problem.

How these would affect the people at large is the other side of the question. Ignoring the

relevance of the concerns of the latter can be even more problematic than ignoring the
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interests of market players.

Alternatives to Statism- NGO Sector?

The question of delegating social responsibilities of state to the NGO sector too calls

for a careful understanding of its scope and limits as well as implications for the state of

people. The proposed expansion of voluntary sector, often equated with donor controlled

NGO sector, to replace state for meeting social concerns does not appear to make much

sense. For it is neither based on realistic assessment of the capacities of this sector, nor does

it assess the scope and limits of this option vis-vis the scope and limits experienced by the

state sector. While failure of state to be responsible and considerate in relation to its

assumed responsibilities is condemned, the possibilities of NGO sector experiencing similar

or worse problems is not even examined before such alternatives are suggested.18 There is

no guarantee that bureaucratic and hierarchical functioning which became characteristic of

state will not characterise the NGO sector. Already, one finds much top-down control

shaping the operations of the NGO sector, as through financial control or control over

knowledge and other technologies of control.19

Problems related to the size and resources, uneven spread and selective operations

of NGO sector apart, there are thus serious issues of accountability and social commitment

which call for serious thinking before social sectors come to be seen as the arena for

exclusive operation of voluntary sector. It will be quite pretentious therefore to suggest the

replacement of state by the NGO sector on account of pluralism and citizen involvement, or

on grounds of need to strengthen civil society. For civil society may be threatened rather

than strengthened if social sphere was assigned to the power and jurisdiction of NGO

sector, which could be controlled from above, lack any democratic content, and be under

no constraints of accountability to the people. Civil society in fact needs to be saved from

such top down control and manipulation which destroys the very possibilities of oppositional

as well as creative space of society. How far can a state committed to liberalisation be

expected not to collude in this project to NGOise civil society remains a difficult question.

But it remains a challenge to prevent this nevertheless.

Back to Statism? Or Participatory Option?
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In as much as state itself is instrumental in pushing through the liberalisation

programme in most contexts, it is rather absurd to even suggest state as its alternative. As

discussed above, both market and NGO sector appear incapable of addressing social

concerns without first redefining them, and then discriminating rather arbitrarily against

regions, contexts, classes, even gender. Both are capable of joining together to redefine

social issues against people themselves. There still remains, however, the need for some

form of regulation in managing the economic processes so that these do not result in

furtherance of social problems. As mentioned before, the need is to look for alternatives that

strengthen people's spaces. It is through the strengthening of participatory spaces that

people can acquire an active say in shaping the conditions and rules governing their lives.

And it is through these that they may express their strivings for transformation of iniquitous,

unsustainable and non-participatory institutions and processes.

Till such alternatives are actually worked out, state must not dispense with the basic

welfare needs of people which will only be threatened if deregulation is considered essential

because regulations add to state power, or because these were used to perpetuate

corruption. And till state policy remains a legitimate function of state, it must be carefully

refrained from adopting policies which have anti-people thrust and anti-welfare fallouts.20

This possibility remains conditioned on the strength of civil society and participatory spaces,

which can keep both state and market under some framework of responsibility, and which

can effectively guard against any encroachment of its own sphere too.

Towards strengthening Public Domain

Despite the recent assertion by John Williamson, who conceived the term

"Washington Consensus", that "Washington Consensus" could not be equated with either

"neo-liberalism" or what George Soros called "market fundamentalism", and despite his

allegation that his qualification about it being an agenda for a specific part of the world at a

particular moment of history (Latin America in 1989) were quickly forgotten as the search

for a new ideology to provide a focus for debate in the place of god that had failed was

perceived to have succeeded, the term has been interpreted to imply the standard

conditionalities imposed by the World Bank-IMF combine on the governments of the Third
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World countries. Williamson himself also admits that his version of Washington Consensus

focussed principally on policy reforms that reduced the role of government, such as

privatisation and the liberalisation of trade, finance, foreign direct investment, and entry and

exit. While making a distinction between his version of the Washington Consensus and its

popular, or populist, interpretation, meaning market fundamentalism or neoliberalism, which

refers to laissez-faire Reaganomics and advices "let's bash the state, the markets will resolve

everything, he admits that most of the reforms embodied in his version of Washington

consensus (except capital account liberalisation) were potentially pro-poor. Of his own

admission, however, he consciously eschewed redistributive policies as Washington had not

reached a consensus on their desirability at that time- Washington Consensus was a

synthesis of policies endorsed by the principal economic institutions located in Washington:

the US treasury, the Federal Reserve Board, the IMF and the World Bank.21

In 1998, the Latin America regional office of the World Bank issued a policy

document that favoured going beyond Washington Consensus. While appreciating that the

first generation of reforms prescribed by the Washington Consensus were paying off in Latin

America in resumed growth and an end to high inflation, these were not found equally

effective in reducing poverty and inequality, which they argued demonstrated a "need to

focus on improving the quality of investments in human development, promoting the

development of sound and efficient financial markets, enhancing the legal and regulatory

environments (in particular, deregulating labor markets and improving regulations for private

investment in infrastructure and social services), {and} improving the quality of the public

sector (including the judiciary)...." This is an agenda for institutional reforms, which has come

to be known as the second-generation reform agenda.22

Stiglitz also urged for a post-Washington Consensus in his lecture to the World

Institute for Development Economics Research in January 1998. However, this did not

support any version of what Williamson described as the Washington Consensus. He

suggested a policy package different from the former in two significant dimensions. First, he

argued that the implicit policy objective underlying the Wasington Consensus was

inadequate and advocated that in addition to pursuing economic growth, the objectives

should include "sustainable development, egalitarian development, and democratic

development." Second, he underlined the need to pursue "sound financial regulation,
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competition policy, and policies to facilitate the transfer of technology and transparency" to

make markets work in a way that will support development.23

Williamson thinks if Washington Consensus was to be expanded into a policy

manifesto supportive of egalitarian, environmentally sensitive development, he would focus

much more generally on institutions. He, however, does not appear very hopeful of the

possibility of there being an identifiable consensus on this. The time for original consensus,

1989, was an unusual period in that the ideological battles of the Reagan era, not to mention

the cold war battle between capitalism and communism, were passing into history, leaving in

their wake an unusaully wide measure of agreement that several rather basic ideas of good

economics were not only desirable but of key importance in the current policy agenda of at

least one region- Latin America. Currently, there is no similar coalescing of views, certainly

not on the wider agenda that Stiglitz has laid out. While expressing agreement with Timothy

Geithner, he says: "I don't think anyone believes there is some universal model that can or

should be imposed on the world- Washington consensus, post Washington consensus, or

not" and advises that the hopeless quest to identify a consensus where there is none should

be abandoned in favour of a debate on the policy changes needed to achieve a rounded set

of objectives encompassing at least the level growth and distribution of income, as well as

preservation of a decent environment.24

While admitting that there is a need for debate on policy changes, it is important to

add that this debate need not be confined within the framework of Washington institutions.

The debate has to engage the very people whose lives are affected by policy. It is important

to realise that it is not possible to offer any blueprints from above for societies which aspire

for attaining certain level of meaningful collective existence, and that these societies

themselves possess the capacity to move in such directions as may be of interest to them.

However, it is also important to take stock of the fact that the very possibilities of people

attempting a collective exercise in self realisation are being put to strain under the pulls of

complex socio-economic and political processes which have evolved with the help of

technological developments and which make it difficult  for people anywhere to remain

isolated from their effects- positive or negative. This makes it difficult to let things stay loose

and let them happen by themselves. Given the fact of there not being any free spaces, and

the fact of powerful players having the mechanisms to intervene and dislocate the best of
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creative collective endeavors, it is imperative that such conditions are created as would

make it possible for such efforts to sustain and bear results.

The real problematic, however, is that power structures strive to sustain themselves

rather than work towards transformation of social relations at the cost of their annihilation.

The pre-existing structures and institutions may work towards new ones, but these take all

possible care to ensure that these themselves are not threatened. Occasional gestures of

support acquire a significant role in the process of preventing the real transformation of

existing power framework. From accommodation and cooption to repression and

persuasion all possible mechanisms are used to maintain their hold on institutions, processes

and thereby developments in the societies.

The only possible hope for transformation then rests with the public domain and its

capacity to sustain its autonomy, to facilitate its utilisation and to maintain its thickness

whereby it provides opportunities for public debate and action in an open, transparent and

responsible manner to not just the power elites but to the weak and marginalised. Public

domain can be an important mechanism for the evolution of egalitarian and just societies.

However, this can happen only when it facilitates a healthy discursive space and enables the

evolution/ constitution/ reorganisation of institutions which are not arrested within the

dominant power structures and which can be self-critical as well as self-transformative

without being indifferent to the need for critically addressing the wider context and

challenges which underline it.
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