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Most developing countries of the South are today caught in  the foreign debt trap. The balance of payments (BOP) crisis is a conse​quence of the combination of the pattern of development chosen by many newly independent countries, the unjust international economy and decades of unequal trade relations between the rich countries (the North) and those of the South. Through their control over the world economic institutions the countries of the North have been restructur​ing the economies of the South and imposing a single economy on them. The restructuring of the world economic institutions signified in​creasing liquidity  of finances. This gave rise to inflationary pres​sures and  excessive expansion of credit, with no regulation on capi​tal movement. This process was intensified by official policies in many countries of the South, such as excessive consumerism and mili​tarisation. They have combined to push them into a balance of payments (BOP) crisis which results in their further impoverishment.   


This imbalance is most visible in Sub-Saharan Africa, much of which depends on a single commodity whose international price keeps falling while that of the finished goods they import from the North keeps rising (Kurien 1996: 4). As a result, in 1995 the South as a whole owed more than $2 trillion to the North. 35 poorest countries owed $226 billion. Among them, the 28 Sub-Saharan African countries minus South Africa, owed $199 billion which is 20% more than their GNP. In the 1990s many of them like Mozambique, could repay only 10% to 20% of what was due to be paid every year (Mahony 1997). In the 1980s the BOP crisis forced them to shift to commercial crops in order to earn foreign exchange to pay their debt. As a result, their staple food production declined and starvation followed (Dreze and Sen 1989). The Sahel famine of the 1980s is an example of a group of countries becoming bread basket cases as a result of the debt trap that ensued.


The  price these countries paid for their indebtedness in the 1980s is typical of what happens as a result of foreign debt. In the event of a BOP crisis, the seven rich countries known as the G-7 impose on the defaulting States, the single economy through the World Bank and the IMF. Thus between 1980 and 1996, a virtually identical package of economic policies labelled "economic liberalisation, sta​bilisation and structural adjustment programme" (SAP), has been im​posed on more than 80 developing countries under the tutelage  of these international lending agencies (Patnaik 1994: 2429).   


Though such restructuring of the world economy is presented as a  mechanism to cope with the BOP crisis, in practice  the volume of foreign debt of these countries paints an entirely different picture. Instead of decreasing, their debt burden has grown  over the period of SAP. Besides, both international inequalities and poverty in the former colonies have intensified during the last decade. With the ever increasing debt crisis the developing countries seem to have been transformed into open economic territories and  their national econo​mies into reservoirs of cheap labour and natural resources to the benefit of the global North.


One does not state that the South alone faces the problems of trade deficit and foreign debt. USA has one of the biggest trade defi​cits in the world. But the control it exercises over the world financ​es and the size of its economy enable it to deal with it. Australia too has faced a debt crisis because its economy is agriculture and mineral dependent, as such similar to that of the poor countries. Because of world recession and fall in the price of the commodities it exported, its foreign debt rose from $11 billion in 1981, to $105 billion or 28% of its GDP in 1986. In that year, debt servicing was 64% of its exports. But in the same year, most Latin  American  count​ries fared much worse. The debt servicing of Argentina was 232% of its exports and in Brazil, the Philippines and Chile it was more than 100% (ACOA 1987). Besides, because of the size of its resources in compari​son with its small population it was less difficult for Australia than for most poor countries, to get out of the trap.


In this context, there is an urgent need to not only understand the process leading the South into the debt trap but also to devise mechanisms to resolve the crisis. With this in view we shall make an attempt to analyse the BOP crisis as experienced by India. We shall at first  trace out historically India's BOP crisis and then  identify some of the processes which led to it and a few of its consequences. We shall end the paper by looking at some possible solutions.

INDIA'S DEBT CRISIS BEFORE SAP

Like many other developing countries India's BOP too has been under stress during much of the post-independence period. But till the 1970s the country managed to keep the problem within manageable li​mits. However, already from the 1950s, the country was getting in​creasingly dependent on foreign aid to fund its developmental schemes. Its BOP crisis like that of most others, has its roots in the colonial age. Intrinsic to colonialism was the country's deindustrialisation and adaptation of its economy to the needs of the Industrial Revolu​tion in Britain (Fernandes and Roy Choudhury 1998). This process had to be reversed after independence. So beginning from 1951, India launched its five year plans for  developing a self-reliant economy.  

Development and Foreign Aid

However, instead of evolving an economic policy conducive to the Indian reality, the planners fell back on the western type of capital intensive heavy technology based model of development. It required building an industrial infrastructure considered basic to economic growth, under the assumption that technology would solve socio-econom​ic problems (Kurien 1967: 55-58). To achieve it, technology and money were borrowed from rich countries, most of it as long-term loans under "foreign aid".  The amount thus borrowed grew from an annual average of $100 million in the early 1950s to more than $2 billion in the 1970s (Table 1).   


How beneficial was foreign aid for India's economic development. In its strict meaning aid denotes transfer of real resources from the donor to the recipient. Theoretically it should not involve any expec​tations of commercial gains on the part of the donor. However, that the countries of the North did not regard promotion of economic deve​lopment in the South as the overriding objective of their aid program​mes becomes clear when one looks at the reverse flow of money. 


All the western countries and the international institutions together provided to the countries of the South an average of $1.9 billion per year during the early 1950s. The amount rose by about 15% per annum until it reached $6.1 billion in 1961. It stayed more or less at that level till 1968. Parallel to it, $5.9 billions flowed from the poor to the rich nations in 1962. The outflow was mainly because of the basic distinction between nominal and real aid.

Table 1: Foreign Aid to India in US$ Million
-------------------------------------------------

Year*     Loans     %     Grants    %      Total&

-------------------------------------------------

1950-56   280.9   64.29   156.0   35.71     436.9

1956-61  1611.1   81.86   356.9   18.14    1968.0

1961-66  4240.7   94.73   236.0   05.27    4476.7

1966-69  2934.0   98.84    34.4   01.16    2968.4

1969-74  4698.5   95.67   212.8   04.33    4911.3

1979-80  1298.4   77.50   377.0   23.50    1675.4

1980-81  2232.3   81.66   501.4   19.44    2733.7

1981-82  1694.2   81.47   385.3   19.53    2079.5

1982-83  1975.2   84.78   354.6   15.22    2329.8

1983-84  1897.9   86.61   293.4   13.39    2191.3

1984-85  1650.7   83.16   334.1   16.86    1984.5  

1985-86  2037.7   84.91   362.0   15.09    2399.7

1986-87  2485.3   87.10   368.2   11.90    2853.5

1987-88  3528.0   90.55   368.2   09.45    3896.2

1988-89  3272.1   95.68   147.9   04.32    3420.0    

1989-90  6069.9   93.35   432.6   06.65    6502.5

1990-91  3438.7   92.03   297.8   07.97    3736.5

1991-92  4317.1   92.09   371.0   07.91    4688.1

1992-93  3301.8   91.99   287.5   08.01    3589.3

1993-94  3486.0   92.48   283.4   07.52    3769.4

1994-95  3184.8   91.58   292.7   08.42    3477.5

1995-96  2987.4   90.35   319.1   09.45    3306.5

1996-97  3066.8   90.94   305.6   09.06    3372.4

--------------------------------------------------

Source: For foreign aid 1979-80 to 1996-97, Govt. of India 1998: S-98.

1951 to 1974: converted from rupees according to the value vs the dollar in those days, Balasubrmanyam 1984: 170.    

* The Indian Financial Year is April 1 to March 31. Also the five year plans follow the same pattern. The first plan was from April 1, 1951 to March 31, 1956, the second from April 1956 to March 1961. A plan holiday was declared from 1966 to 1969. So the fourth five year plan began on April 1, 1969. The ruling Congress party lost power in 1977. When it came back to power in 1980, it rejected the plan prepared by the government in power between 1977 and 1979. So the sixth five year plan began on April 1, 1980. The Congress lost power once again in 1989. It rejected the plan once again when it came to power in 1991. So the eighth plan began on April 1, 1992.

& Till 1966 the US$ was 4.50 Indian rupees (Rs). With devaluation in 1966 it rose to Rs 7.50. In the 1970s it was Rs 15 to 20 and in the 1980s it was Rs 20 to 30. In the early 1990s it was Rs 35 and today it is around Rs 42. 

----------------------------------------------------------------------


Grants are outright gifts or full transfers, whereas loans have to be repaid and bear an interest rate. Loans qualify as aid only to the extent that they bear a concessional rate of interest, and have longer maturity periods than commercial loans. It is interesting to note that during 1956-1969, when aid flow to India was at its peak, grants, as distinct from loans, accounted for less than 10% of the total (Balasubramanyam 1984: 173). 


Most inflow was loans which reduced the amount of real resources transferred. The difference between loans and grants increased with time. From more than 35% during the first five year plan, grants came down to less than 5% during the third and fourth plans. Between 1980-81 and 1989-90, out of the total of $30,390.7 millions India received as external assistance, $26,843.3 or 88.33% were loans and 11.67% were grants. But there is a difference in the two halves of that decade too. During its first five years i.e. 1980-81 to 1984-85, grants were 16.51% and loans 83.49%. During the second half i.e. 1985-86 to 1989-90 grants had gone down to 8.8% and loans had risen to 91.2%. Between 1991-92 and 1996-97, loans are 91.68% and grants 8.31% (Table 2). These are also the years during which India's foreign debt reached a crisis point.


Secondly, tied aid reduced the amount transferred. Aid may be tied by source, by projects or both. Source-tying compels the aid recipient to purchase goods and services from a specified source, usually the donor country, even though they may be cheaper elsewhere. Project tying not only prevents the aid recipients from spending the funds on alternative projects but also enables the donors to engage in monopolistic pricing. Apart from the high price paid for the machinery from the aid giving country, it also makes the recipient dependent on the donor for spare parts for which the seller charges an excessive price. Available data show that 66% of bilateral loans to India during the second five year plan (1956-61) were source-tied. During the third plan its proportion rose to 83% (Balasubramanyam 1984; 173-174). One may add that most grants too are tied in the sense that they are consumer articles grown or produced in the donor country.

Table 2: External Debt, Debt Service and Reserves in India ($ million)
----------------------------------------------------------------------

Year    Foreign Debt  Total Debt  Foreign   IMF Transactions  Repurch.

        Outstanding   Servicing   Reserves  Drawals Repurchase Oblig.

----------------------------------------------------------------------

1969-70      737        507             975     -     205           -          

1974-75     1324         NA            2172    239     -           896    

1980-81     2610       1259            6823    342     16          327

1981-82     2263       1654            4390    692     40          964

1982-83     2747       2016            4896   1968     -          2876

1983-84     3203       2116            5649   1376     70         4150

1984-85     3405       2620            5952    201    134         3932

1985-86     4122       4014            6520     -     209         4290                   

1986-87     4854       3962            6574     -     521         4291

1987-88     5586       4460            6223     -     930         3653

1988-89     6437       5271            4802     -    1070         2365

1989-90     7012       6130            3962     -     873         1493

1990-91    83801       6013            5834   1858    647         2623

1991-92    85285       6319            9220   1240    460         3451

1992-93    90023       7681            9832   1623    335         4799

1993-94    92695       8645           19254    325    134         5040

1994-95    99008      10838           25189     -    1146         4300

1995-96    92199        NA            21686     -    1710         2374

1996-97    92224        NA            26423     -     977         1313

Sept.97    92883        NA            29367     -      13          664

----------------------------------------------------------------------

Source: Desai 1993; Dogra 1992: 6; Govt. of India 1998: S-71 and 110;  World Bank 1992: 322; World Bank 1996: 220; World Bank 1997: 274. 

* This amount includes also NRI deposits, while the figures given by Desai exclude them. In 1991 they were $8,544 million and in September 1997 they had come down to $5,837 million.


With the decline in bilateral concessional aid there was a dras​tic rise in the IBRD (World Bank) loans at market rates. Besides, there was greater reliance on external commercial borrowing and non-resident Indian (NRI) deposits, which have one to three year maturity and offer high rates of interest. The share of the financial markets in the total long term credit to India increased from a negligible 0.7% in 1977-78 to 2.9% in 1980-81 and to 13.3% in 1985-86. Similarly debt obligation from the commercial banks rose sharply from $464 million in 1980-81 to $2,196 million in 1985-86 and to $7,067 million on 1991-92 (Bajpai 1994: 2234). That makes it a jump in loans from private creditors in outstanding public guaranteed debt from 9.8% in 1980-81 to about 41% in 1990-91 (Dogra 1992: 10).  


Side by side, foreign capital in the Indian economy had increased more than sixfold from Rs 265 crores in 1948 to Rs 1,543 crores in 1968 and grew further in the 1970s and 1980s. A part of their profits had to be repatriated. Firstly, the existence of this sector led to a good deal of unnecessary imports, often at an artificially high price. Investment income repatriated grew from $130 million in 1960-61 to $404 million in 1970-71, $592 million in 1980-81 and $4,051 million in 1990-91. In 1995-96 it was $4,632 million (Govt. of India 1998: S-75). 


All these have to be taken into account to understand the slowly growing debt trap into which India began to fall in the 1980s. If we piece together the visible and invisible outflows through debt servic​ing, the real value of the net transfer of resources to India on official account may shrink to a quarter or less of gross aid. Once private account flows are reckoned with, the overall net transfer diminishes still more (Chandra 1988: 20) (Table 2).

Foreign Trade and Indebtedness

Despite debt servicing, India's BOP was manageable till the 1970s. In fact during the late 1970s India enjoyed a comfortable foreign exchange position. A deficit began to build up in the 1980s and it became a factor for India to borrow from the IMF under the Extended Fund Facility. It led to a severe foreign exchange crisis that led eventually to SAP in July 1991.


The oil price hike of the 1970s is a factor in this crisis. But it was not the only one. Another cause was India's inability to expand exports and keep imports down. The restrictive practices of the rich countries played a major role in this inability to expand exports. But for exceptions, the price of primary commodities kept falling in the world market. Besides, the protection they granted to their textile and similar labour intensive and low technology industries, artifi​cially held back the export earnings not merely of India, but also of the South in general.


Also India's import policy had a number of loopholes as we can see from the implications of a large foreign sector. Secondly, the country started living beyond its means because by the 1980s the middle class had grown substantially from around 10% of the population at independence to about 30% of a much bigger population (Desrochers 1997a: 201-202). This class began to demand more and better goods, including luxury. The private sector to which was allotted the task of producing consumer goods, failed to accept the challenge. This sector was given facilities like subsidies and protectionism. But account​ability mechanisms were low. So it failed to invest in research and develop new products that the middle class demanded. 


So during the 1980s this class was allowed to indulge in a splurge of consumer goods many of which had a high foreign exchange component (Table 3). For example, foreign cars began to be assembled in India from the mid-1980s, with fully imported components and later some parts began to be produced within. The same is true about refri​gerators and other items, while some consumer articles like colour television sets were imported directly. Petroleum imports remained at around $6 billion. The import of capital goods grew from $534 million in 1970-71 to $2,416 in 1980-81. In 1996-97 it was $8,414 millions (Govt. of India 1998: S-82-84).

Table 3: Nature of Imports in the 1980s and 1990s (Rs Crores)*

-----------------------------------------------------------------

                 1984-85   1984-85   1989-90   1989-90   1996-97

                  Target    Actual    Target    Actual    Target

-----------------------------------------------------------------

Passenger Cars    48,000    74,200   130,000    181,000    250,000

(units produced)

Refrigerators    390,000   572,000   900,000  1,052,000  2,200,000

(units produced)    

TV sets imprted      180       436       850      --        --

(Value Rs. Cr.)

Tape Recorders        38        50       300      --        --

(Value Rs. Cr.)

Computers imported    70       110       670      --        --

(Value Rs. Cr.)

Consumer electronics  --        --       --      2,850        8,500

-----------------------------------------------------------------

Source: Dogra 1992; 7; Govt. of India 1998: S-82.

* Indian counting is in a thousand, one lakh (100,000) and a crore i.e. 100 lakhs or ten millions. 


In other words, the period of big trade deficits  went hand in hand with a consumerist splurge. The ammortisation and interest on foreign aid, greater dependence on commercial loans, rise in petroleum prices and the demands of the growing middle class combined in the 1980s to push India into a BOP crisis. To this should be added import of armaments. India is one of the biggest importers in the world (USA are the biggest exporters). Between 1988 and 1992, India imported armaments worth $12,235 millions (UNDP 1994: 58). Indian decision makers responded to the growing crisis with more consumerism. Foreign debt grew. To it should be added internal borrowing. By the late 1980s fiscal deficit soared to a phenomenal 9% of the GDP. Monetary expan​sion to meet expenditure fuelled inflation.


Because of the combination of these factors, imports expanded faster than exports, creating a trade deficit (Table 4). the Govern​ment resorted to more external borrowing to finance imports and to service international debt and interest payments. The Gulf war added to it. Because of it, on one hand, petroleum prices rose. On the other, remittances from a large number of Indian migrant workers stopped since many of them returned from the Gulf countries. In 1980-81 private receipts from abroad were $2,707 million, much of it from Indian workers in West Asia. The receipts had grown substantially over the years. But in 1990-91 they fell to $2,083 million. That the Gulf war was its major cause can be seen from the fact that the very fol​lowing year i.e. in 1991-92 they grew to $3,798 millions and in 1996-97 they were at $11,139 million (Govt. of India 1998: S-75-76). 


As a result, particularly after April 1986, foreign borrowings began to be used merely to repay old debts. According to World Debt Tables, India's total long and short term debt servicing rose from $1,343 million in 1980-81 to $2,829 million in 1985-86 and to $7,445 million in 1991-92. But the Economic Survey of India gives slightly different figures. It puts India's debt service at 1,410 million, $2,610 million and $6,440 million for the above mentioned years. The interest payments on short term loans grew from $226 million in 1985-86 to $400 million in 1991-92 (Table 2).

Table 4: Exports, Imports & Trade Balance ($US mil) 1950-51 to 1990-91
-----------------------------------------------------------------

Year       Exports       Imports      Difference   Imp as % of Exp

-----------------------------------------------------------------

1950-51     1016          1273             -4          100.03

1955-56     1275          1620           -345          127.09

1960-61     1346          2353          -1007          174.54

1965-66     1693          2944          -1259          173.95   

1970-71     2031          2162           -131          117.78   

1975-76     4665          6084          -1480          133.37

1980-81     8486         15869          -7383          185.65

1981-82     8704         15174          -6470          176.71

1982-83     9107         14787          -5679          163.76

1983-84     9449         15311          -5861          163.70

1984-85     9878         14412          -4534          147.29

1985-86     8904         16067          -7162          181.78

1986-87     9745         15717          -5982          162.85

1987-88    12089         17156          -5067          142.96

1988-89    13970         19497          -5526          140.26

1989-90    16612         21219          -4607          128.45

1990-91    18143         24075          -5932          133.12

1991-92    17865         19411          -1546          108.65

1993-94    22238         23306          -1068          104.80

1994-95    26330         28854          -2324          109.95

1995-96#   31797         36678          -4881          115.35

1996-97#   33470         39133          -5663          116.92

1997-98&   30585         36963          -6398          120.85

----------------------------------------------------------------

Source: Dogra 1992: 6; Govt. of India 1998: S-81; Bhattacharya 1995: 40-41

# These are provisional figures.

& Provisional from April 1997 to February 1998.


By the end of the decade, India was a heavily indebted country. According to Desai (1993) in 1975 India's foreign debt totalled $7.9 billion. By 1980 it had reached 20 billion and in 1991 it was 70.1 billion. But this figure does not include NRI deposits. When they are included, India's foreign debt rises to $13.24 billions in 1975, to $26.1 billion in 1981, to $41.22 billion in 1986, $55.86 billion in 1988 and to $83.80 billion in 1991 (Govt. of India 1988). 

SAP AND INDEBTEDNESS

So the new government that came to power in June 1991, was left with foreign exchange to last two weeks. Some tonnes of gold had already been mortgaged during the preceding weeks, to deal with the crisis. In its wake, the first task of the Government was to prevent a default in debt repayment and capital flight. The World Bank and IMF imposed policy took a formal shape under these circumstances. India was forced to take loans with harsh conditionalities that are basic to SAP, such as reducing financial deficit to 5% of GDP, privatisation of the economy and elimination of subsidies. A series of measures were launched, starting from the devaluation of the rupee and liberalisa​tion of trade and investment. These decisions were presented as free trade or free market. What has been their impact? There are indica​tions that Indian BOP situation has deteriorated since then. 


Firstly, because of devaluation, debt rose in rupee terms. It accounted for 89.3% of the rise in rupees, between March and December 1991, from Rs 99,700 crores on March 31 to Rs 137,700 crores on Decem​ber 31, 1991. It is important to calculate the foreign debt not merely in dollars but also in rupee terms because when the value of the rupee falls, the real debt rises from the consumer's point of view. The quantum of exports have to grow enormously to repay it since their price remains in Indian rupees. So even basic commodities have to bw exported to bridge the gap. It deprives the poor of their basic needs.


It is true that India's reserves position improved at the end of the fiscal year 1992-93. But it is equally true that it was achieved solely through further borrowings: close to $3 billion from the IMF, $2 billion in the form of deposits from NRIs and other loans. Another reason for higher reserves is rise in gold price. For example, from 1951 to 1964, India's gold reserves remained constant at $247 million. It was constant at $243 million from 1966 to 1971, when the Bretton Woods institutions shook because of the US decision to delink the US dollar. In the following the gold reserves in India's foreign reserves of $1,194 went up to 264.In 1991 it was $3,496 om its total reserves of $5,834 million (Govt. of India 1998: S-70).


Moreover, a country faced with a BOP crisis should have been curtailing imports in a careful and selective manner. But the IMF recommended the opposite course. Consequently, the IMF  policy was bound to fail from the BOP point of view. So ironically, an important result of rising reserves  and the import policies is that India's foreign debt has gone up after the reform measures. The GATT (WTO) Agreement legitimises this unequal exchange in the name of the free market. That is bound to lead to further foreign borrowing.


During this period one also witnesses the growth in foreign investment which is integral to SAP. Foreign direct investment (FDI) grew from  $150 millions in 1990-91 to $620 million in 1993-94 and $756 million in April-December 1994. Such investment leads to tempo​rary economic growth counted in terms of GNP (gross national product). But most such investment is on high profit making luxury items, meant for the minority that can afford them. Their price increases, so does the income of this minority. But the basic needs of the majority are neglected (Reddy 1995: 210-211). 

Table 5: Foreign Investment Flow into India after 1991 (million US$
-------------------------------------------------------------------

Year       FDI       %       Portfolio     %     Total

------------------------------------------------------

1991-92    129     96.99        4        03.01     158

1992-93    315     58.44      224        41.56     433

1993-94    586     13.11    3,567        85.89   4,113 

1994-95   1314     25.57    3,824        74.43   3,897

1995-96   2113     43.48    2,748        56.52   4,862

1996-97  2,696     44.87    3,312        55.13   6,008

------------------------------------------------------

Total    7,153     34.34  13,679         65.66  20,832

------------------------------------------------------                          

Govt. of India 1998; 87. 


Of greater importance is the immense increase in portfolio in​vestment. It is meant to buy up local companies to exploit the Indian market, not to set up new units for exports or even for the limited production of luxury items. It accounts for 70 to 75% of all foreign investment after the implementation of SAP (Kurien 1997: 138). Ini​tially it adds to foreign reserves, but in the long run it does not provide financial stability and security that a country requires. It is speculative capital that is subjected to the world market. It puts pressure on the local currency. Because this capital does not have a long term stake in the local economy, it moves around the world where the highest profit is possible. So it is neither productive nor stable (Ghosh 1997: 6-7). Thus the very success of the portfolio investment has unfavorable consequences for India's balance of payments. 


A result of the combination of these measures is that soon after the implementation of SAP India's aggregate external debt which stood at $83.8 billion in March 1991, moved up to $85.29 a year later, to $99.01 in March 1994 and $92.89 in September 1997 (Table 2). According to optimistic projections, it will reach $104.5 billion by 2001-02 and worse according to others (Bajpai 1994: 2235).


The burden of debt is measured also by the debt service ratio: the proportion of export earnings offset by debt service. After the structural adjustment, along with the rising amount of external debt, the debt service burden of India has been rising. According to one report, of the total external aid obtained by the country  between April and June 1992, nearly 90% went out of the country in the form of payment of interest and principal on foreign debts (The Pioneer Sep​tember 13, 1992). Debt servicing has improved in recent years. Export earnings now account for more than 80% of import payments, against 60% before external market deregulation (Table 2). But data show that consumer articles required for the basic needs of the people are exported, thus causing a nutritional crisis among the poor. 


Secondly, debt servicing as a ratio to exports has declined from 45% in 1990-91 to 37% in 1993-94 (Table 2). But debt servicing pay​ments are expected to grow in future. Exports must therefore grow faster to reduce the burden of debt servicing, which is increasingly difficult as is clear from the growing balance of trade margin. What are its implications? Besides, what has been the nature of India's exports and what is their implications for the marginalised? We shall answer these questions later.

Indebtedness and the International Order

SAP which results in higher debt is presented as free market. In reality it is freedom of unequals geared to the profit of a few. To be considered fair, liberalisation should include free trade, free flow of capital and of labour (Kurien 1996: 21-22). In practice, the 30 OECD countries in general and G-7 in particular, limit freedom to movement  of capital from the rich to the countries not of labour or exports in the opposite direction. Through the GATT Agreement on Investment and through other IMF conditionalities, they demand free access of their capital to the South but put ever more restrictions on visas for the citizens of the South. The free trade it propounds in reality strengthens the present division of the North and South into raw material and finished goods providing countries. To many poor countries, remittances from their workers abroad are an important mode of dealing with the BOP. Not allowing them entry and not attending to fair trade relations while insisting on free flow of foreign invest​ment is a way of ensuring an ongoing BOP crisis in the poor countries. Thus it is a one way imposition by the powerful.


The free market the rich countries demand, is based on structural inequalities. They and the middle and upper classes in the poor count​ries, have appropriated its benefits for themselves. It has resulted in the impoverishment of the majority at the global as well as nation​al levels. With enormous economic power concentrated in their hands, those few having access to capital can destabilise a whole country or economy, as the recent events in South-East Asia and Mexico testify.


A sign of this impoverishment is the growing disparities in the global income and resource use. According to estimates, in the late 1960s, 32.5% of the world's population accounted for 87.5% of its income (Johnson 1974: 58). In 1978 the global income was US $8.5 trillion and the world population 4.4 billion, thus giving a per capita average of a little over $2,000. But  roughly $7 trillion of it, or 82%, was generated in the North which contained around 25% of the population. The 75% living in the South shared the remaining $1.5 trillion (Demeny 1981: 298). A decade later, 784 million of the world population of 5,101 millions or 15.4%, had an income of $13,394 bil​lions or 78.2% of the total of $17,135 billions (Chossudowsky 1991: 25-28). According to estimates, today 80% of the world's income is enjoyed by 15% of its population. The ratio of low to high income economies, grew from 1:28 in 1970, to 1:50 in 1990 (Oommen 1997: 23).


Income is one of many signs of differential access to the re​sources. The difference is seen also in consumption. 17% of the world's population living in the North uses 70% of its energy, 75% of its metals, 85% of wood and 60% of its food (Desrochers 1997b: 141). This disparity is visible also in world trade. In the total world exports of $2,730 billion in 1992, the share of the South was $920 billion or 33.7%, much of it from the Asian Tigers (Roy 1996: 179).


Given this unequal partnership, any talk of a free market makes little sense. Overconsumption by a few and the impoverishment of many is integral to this economic order. That in itself is basic to a colonial economy. The difference today is that this economy is imposed on the whole world as the only possible alternative. It is presented as a solution to the debt trap but in reality it further increases the debt burden of the poor countries. In this enterprise, the middle and upper classes in the South collaborate with the decision makers of the North, thus combining external with internal colonialism.


While imposing a single economy, the rich countries seek also to create an impression that they have been pouring in billions of dol​lars to help the poor nations to develop. Such claims have in reality become modes of providing consent for their power in the world. The question that needs to be asked is if they have been working for their development, then why is there so much inequality and poverty prevail​ing even today? It is within this framework that we have to see the situation in which despite the end of open colonialism, international and national inequalities continue to increase and poverty in some former colonies has become worse, especially during the last decade. 

Impact on the Marginalised

The indebted countries, particularly the weakest among them, are called upon to undertake austerity measures to release resources for exports and debt repayment. The impact of this restructuring is almost  always felt in a worsening of the already precarious position of the weak in the developing countries. In most cases it leads to large scale deprivation and discontent among the unorganised and voiceless people, who bear the worst impact of such policies. The recent food riots in some African countries and in Indonesia are linked to the price rise and impoverishment resulting from SAP. That the poor do not count in this search for profit but pay the price of such policies, is seen from the fact that between 1984 and 1988 the net outflow of capital from the SAP affected countries of Latin America and Africa alone was of the order of $143 billion (Reddy 1995: 215).


An example is life expectancy. One can see in Table 6 that a large number of Sub-Saharan African and East European countries have experienced a fall in the life expectancy of their citizens. Common to them is acceptance of a liberal economy or SAP. The East European life expectancy rose in the 1980s and fell in the 1990s. The only countries that have not had SAP imposed on them are Iraq and North Korea. Life expectancy in the former that rose in the 1980s, fell in the 1990s because of the sanctions imposed on it. The latter has experienced some years of famine. Children are the worst sufferers. In Iraq, for example, infant mortality has risen from 80 per 1000 in 1980 to 101 in 1996 and under five mortality from 93 to 136. In Korea under five mortality has risen from 32 to 56 and in Botswana from 80 to 85. In countries like Guinea and Guinea-Bissau where it is above 200, the figures for 1980 are not available (World Bank 1998: 104-105).

Table 6: Life Expectancy in Some SAP Countries in 1980 and 1996
---------------------------------------------------------------

Sl  Country   Life Expectancy |   Sl  Country   Life Expectancy

No              1980     1996 |   No              1980     1996      

------------------------------|--------------------------------

01. Belarus       71       61 |   02. Botswana      58       51   

------------------------------|--------------------------------

03. Burundi       47       47 |   04. Estonia       69       69   

------------------------------|--------------------------------

05. Hungary       70       70 |   06. Iraq          62       62   

------------------------------|--------------------------------

07. Kazhakstan    67       65 |   08. Latvia        69       69      

------------------------------|--------------------------------

09. Lithuania     71       70 |   10. Malawi        44       43

------------------------------|--------------------------------

11. North Korea   67       63 |   12. Romania       69       69

------------------------------|--------------------------------

13. Russia        67       66 |   14. Rwanda        46       41

------------------------------|--------------------------------

15. Tanzania      50       50 |   16. Uganada       48       43

------------------------------|--------------------------------

17. Ukraine       69       67 |   18. Zambia        51       44

------------------------------|--------------------------------

Source: World Bank 1998: 104-106

---------------------------------------------------------------

Employment Reduction

Another feature of SAP is reduction in employment despite rise in production. "Employment adjustment" is an IMF conditionality, imposed on the poor countries as a precondition for loans from the interna​tional agencies. The technological progress of the last two decades, gives to the industrial decision maker, access to the most profitable option. Mechanisation being an integral part of SAP, the industrialist often opts for it. In India, liberalisation began already in the mid-1980s with mechanisation as its integral part. It was formalised and the official policy with SAP in 1991.


Studies and field experience in India show its impact. For exam​ple, by official count, all the subsidiaries of Coal India Ltd to​gether gave a job each to 11,901 (36.34%) of the 32,751 families (164,000 persons) they displaced in 1981-1985. In the mid-1980s, the company began to mechanise its mines and started transferring em​ployees to other mines instead of employing displaced persons. Its impact is seen in the employment figures of the 1990s. For example, the first 5 of the 25 mines under construction in the Upper Karanpura Valley of Jharkhand (Bihar) are expected to displace 100,000 persons, over 60% of them Dalits (former "untouchables") and tribals. But Coal India gave a job each to only 638 (10.18%) of the 6,265 families (32,000 persons) they displaced till 1992 (BJA&NBJK 1993: 36). 


Other policy changes too result in negative employment genera​tion. Because of the protection accorded through the Monopoly and Restrictive Trade Practices Act of 1969, a considerable number of small and medium industries operated in the country. They had absorbed a sizeable portion of the workforce. After the licensing system was lifted, they face unmatched competition from large enterprises. Be​sides, monopolies resulting from portfolio investment that focuses on acquiring control over locally owned companies, make smaller units non-competitive. A basic norm of liberalisation is that the economy of a poor country should be globally competitive. Its impact on local competitiveness and the viability of small units is ignored. Prelimin​ary data indicate that a large number of small enterprises have closed down, and jobs lost as a consequence (INSAF 1997). 


Similar problems are faced by certain communities that had tradi​tionally engaged in specific occupations which provided their liveli​hood. One may mention among them, those engaged in bidi (Indian cigar​ette) manufacture. This livelihood has been snatched away from these families by the excise reduction in the 1994-95 budget, from Rs 120 to Rs 60, for cigarettes less than 60mm in length. Soon a dozen low priced mini-cigarettes were released into the market by the big compa​nies like ITC, GTC,VST etc. This led to loss of a number of jobs among the traditional bidi makers (Tulpule 1996: 28-29).


To keep employment down, the 'Exit' or Golden Handshake policy is being followed in the wake of SAP in the 1990s. As a result, the number in the organised sector is shrinking fast. TISCO the steel mill owned by the Tatas, planned Golden Hand Shake for 13,000 workers in 1995.  In the Bombay Stock Exchange, computerisation displaced 4,000 employees in July 1995. Ahmadabad Mills' Calico Company Ltd. and its subsidiaries rendered 6,000 workers jobless.


Loss of jobs is not restricted to industry but is true also about agriculture on which about 70% of the country's population depends. A big number of small and marginal landholders are being displaced by large scale purchase of agricultural land for non-agricultural purpos​es and corporate farming. The 74 million agricultural labourers have been depending on this land for their livelihood. Because of large scale land alienation, the small and marginal farmers and agricultural labourers who together constitute the majority of the Indian popula​tion, have lost their livelihood without alternatives for survival. 


The share of agriculture in employment declined from more than 70% in 1977-78 to less than 64% in 1987-88. The workers thus dis​placed, were wasted away as they are not engaged productively. In the urban centres where they migrate, they do not find jobs in which they can express their knowledge and experience. They are reduced to being unskilled manual labourers and the number of these jobs is decreasing. Studies also indicate that reduction in the subsidies of agricultural inputs and the consequent price rise have resulted in negative employ​ment generation and poverty in the rural areas (Sen 1997: 92-96). Accurate figures for the post-1991 period are not available. But indications are that the loss is substantial (Bhattacharya and Mitra 1993: 1989-1995).


Similarly, with fisheries being converted into an export sector, mechanised trawlers are rendering boats and catamarans generally used by small scale fishworkers, obsolete. In addition, multinational companies have started investing in this sector and controlling their production and marketing. This  in turn is leading to severe depletion in the natural resources. On account of these developments, millions of fishworkers depending on the traditional modes are moving out of employment and some suffer underemployment (Kurien 1996a; 9-11).


A consequence of all these measures is that during the last six years, annual GNP growth has been of the order of 6 to 8%, but employ​ment generation has been negative. For example, in 1985, the year in which the process of liberalisation began, the formal sector employed around 30 millions in a total workforce of 300 millions. 23 millions of them were in the public sector and 7 millions in the private sec​tor. By 1987, the number in the private sector had declined marginal​ly. In 1991, when liberalisation was formalised through SAP, the number in the private sector had come down to 6 millions (Pattanaik and Panda 1992: 210). 


By 1991 the country's workforce had grown to 401 millions and is expected to be 519 millions in 2010 (World Bank 1998: 51). But the number of workers in the formal sector has come down to 28 millions today.  With every job lost in the formal sector, several are lost in the informal sector. ILO estimates that 8 million jobs were lost during the first two or three years after SAP in 1991 (VAK 1996: 167). According to another estimate, 58 million or about 15% of the work​force are unemployed and a large number of others are underemployed (Reddy 1995a: 45). To find a solution, at least 10 million new jobs are needed every year. But today employment generation is negative.


Thus there has been a change in the production process and conse​quently production relations. Now there is a greater level of casuali​sation of labour through the process of sub-contracting. The labour laws regulating wages and other rights are being replaced by new ones or no laws. For instance, the Free Trade Zones do not recognise any labour law. So many new recruits to the organised sector do not have any legal protection to their wages, working hours, security of jobs, etc. The right to unionise is the important casualty of the process.


Moreover, to circumvent the existing labour laws, industries have started using contract labour more than permanent workers. The trend to use casual workers is also on the increase. Today one is witnessing increasing incidence of causalisation of Indian worker in the urban areas. While, on one hand, the increase in the use of temporary and casual labourers discourages the workers to acquire firm specific skills that are a requirement of modernisation of industries, on the other hand it also mitigates the advantage the firm had of allowing its workers to learn by doing. Thereby, the proclaimed objective of increasing production remains thwarted. One may add that this practice increases the economic benefit of core (permanent) workers at the cost of peripheral workers because the latter do not participate in any collective bargaining (Battacharya and Mitra 1993: 1989-1995). 


Phool singh, a 40 year old skilled textile worker in the spinning department of J.C. Mills Limited, Gwalior, committed suicide. He was one among many textile workers of Gwalior to  commit suicide or die because of extreme economic and physical deprivation. 45 year old Ramhet was working in the Khata section of the J.C Mills owned by a big corporate group of India. Since the closure of the factory in April 1992, Ramhet had been unemployed. His wife was seriously ill, suffering from acute chest pain. Ramhet had asked for money from his friends and neighbours. But they were equally poor and helpless. In utter helplessness Ramhet killed himself by consuming poison.


The survey of textile workers colony in Gwalior in September 1995 revealed that there is a long list of unemployed workers, who have  either committed suicide or died due to various diseases. According to the leader of the Textile Industry Workers' Unity Union, 37 textile workers have committed suicide and more than 100 have died unnatural deaths during the last two years. Now we have lost track of suicides, deaths and disease among them (Labour File, Vol 1&2, 1996, New Delhi). These deaths refer to one city in central India. Thousands of such stories are heard all over the country.


In such a senario, education in general and modern technical education in particular is the only avenue for employment and survival under the present paradigm of development. In reality 57% of the workers were illiterate and less than 5% were educated beyond matricu​lation. The future of the 74 million agricultural labourers is starva​tion and premature death (Lazar and Roy Choudhury 1997: 11). It is because unlike in the rich countries, India and other poor countries do not unemployment insurance. Without such welfare measures, unem​ployment becomes another word for slow death.

Structural Adjustment and Subsidies

The debtor countries are accused of maintaining high subsidies and bloated civil services, thereby increasing their budget deficit. In making these statements it is forgotten that the US maintains a bigger budget deficit than any single country in the world. In fact, the industrialised countries maintain high subsidies and welfare spending as compared to low income countries that are foced to cut their expenditure on welfare activites (Table 7). SAP demands that fiscal deficit be reduced to 5% of GDP. In India and most other count​ries of the south it is done by cutting down on what is known as planned sector i.e. development schemes, subsidies and welfare meas​ures like health and education, not by reducing wasteful expenditure that is called unplanned expenditure. 

Table 7: Amount Spent on Welfare by Poor and Rich Countries, 1990
-----------------------------------------------------------------

Amount Spent On        Poor Countries     Developed Countries

------------------------------------------------------------

Subsidies                6% GDP                  18% GDP

Public Sector Wages      2.4% GDP                4%  GDP

Social Services          8% of Govt.Spending     56% Govt. Spend.        

Total Govt. Spending     26% GDP                 29% GDP

Budget Deficits          4.8%                    5.1% 

--------------------------------------------------------------

Source: PIRG 1992: 14 


Given the unequal social structure of Indian society and in the absence of measures such as unemployment insurance, subsidies are essential for the survival of many poor families. Their reduction or elimination is bound to have an adverse impact on the poor. For exam​ple, the GATT Agreement on Agriculture stipulates that no food subsi​dies be allowed except to the Below Poverty Line (BPL) population. That many millions of families remain above the poverty line through these subsidies is ignored. They may end up below the poverty line, in the absence of viable alternatives. "Therefore it is imperative to provide safety nets to cushion the poor against rising prices" (David 1997: 231). But a SAP conditionality is reduction or elimination of food and other subsidies. One of its results is that the price of rice and wheat rose by 20 to 35% during 1992 and continues to rise. But the quantity made available under the public distribution system has declined by 50% (CWDS 1995).


Also other subsidies have to be reduced or given up completely. India, for example, cut down on fertiliser subsidies even before the GATT Agreement, as part of SAP, though they are lower than what is allowable under the GATT Agreement. Because of this reduction, the price of fertilisers rose by 30% in a year (News Item, The Economic Times, March 29, 1994). The small farmer owning less than one ha. of land often used fertilisers as a land substitute to double production. Because of the sudden rise in fertiliser prices, many small farmers had to stop them. There are indications that many of them have gone below the poverty line and have probably sold their land. Instead, subsidies continue on water and power which are in practice accessible only to relatively big farmers. 


As a result, there have been many small farmer suicides during the last year in the cotton growing regions of India. There are indi​cations that most of them are linked to subsidy reduction and indebt​edness. Similarly, during July-November 1991 the consumer price index for industrial workers increased by 15%. That impoverishment is a consequence has become obvious from many studies. Even by official statistics, in India the BPL proportion increased from 37% in 1989-90 to 48% in 1992-93 (VAK 1996: 167). One does not have to repeat that most BPL population is Dalit and tribal. 

Debt Repayment and Exports

Such reduction in subsidies is often linked to repayment of foreign debt and to the SAP conditionalities. For example, in 1994 Mozambique could repay only 20% of the debt servicing due from it. But it represented more than what it needed for its health services, environment protection, education and other forms of social welfare. All of them suffered. Today 60% of its estimated population of 16 millions does not have safe drinking water. One million children are out of school (Mahony 1997). But IMF suggests SAP as the only solu​tion.


The situation, though less serious, is not dissimilar in India. More than 40% of India's population lives below the poverty line according to official statistics. The fixing of poverty line at Rs 11,000 per year is questioned by some. Even if one accepts it, the BPL population is enormous because unlike in countries like China, in India this line is defined exclusively according to food consumption. A family is below the poverty line if it spends 80% or more of its income on food alone and yet the members do not get at least 2,400 calories per day. The remaining basic needs are ignored.


Thus though more than a third of the population goes to bed hungry and their proportion keeps increasing, the country keeps ex​porting more agricultural produce every year. The amount exported has increased enormously after SAP. For example, in 1992 the country exported 527,233 tonnes of (special variety) basmati rice, 240,454 tonnes of other rice and 360,000 tonnes of wheat. In 1996-97, the quantity of basmati rice had remained more or less unchanged since being a luxury item, its consumption does not go up substantially. But non-basmati rice had jumped to 1.99 million tonnes and wheat to 1.15 million tonnes. The country exports also other basic commodities. For example, the export of onions had gone up from 240,000 tonnes in 1992 to 427,000 tonnes in 1995 and that of fresh vegetables from 27,426 tonnes to 71,850 tonnes (APEDA 1995) Similar is the case with milk, poultry products and meat (Table 8 for agricultural produce exported).


The SAP related  export of agriculture commodities restricts domestic supplies and will fuel inflationary tendencies. During this period, for example there was a sharp increase in yarn prices because of a steady increase in the export of cotton yarn, from 40 million kg. in 1987-88 to 62 million Kg. in 1988-89 and then to 100 million Kg. in 1990-91. In a situation where there is considerable unfulfilled demand for cotton yarn within the country, export growth led to sharp in​crease in prices which ultimately affected the poor weavers the most (PIRG 1992: 23). Many of them committed suicide in 1992 and 1993.

Table 8: Agricultural Produce Export 1987-88 to 1996-97 (Rs Crores)
------------------------------------------------------------------

Year        Value    |    Year        Value 

---------------------|------------------------

1987-88       409.00 |    1988-89       460.00

---------------------|------------------------

1989-90       483.00 |    1990-91       633.00   

---------------------|------------------------

1991-92     1,251.00 |    1992-93     1,352.00

---------------------|------------------------

1993-94     1,756.00 |    1994-95     2,041.00

---------------------|------------------------

1995-96     6,698.00 |    1996-97     5,728.00

---------------------|------------------------

Source: APEDA 1995; Govt. of India 1998: S-84

Structural Adjustment and the Social Sector

Along with this  the Indian government has been progressively cutting down on  what is known as the planned sector i.e. developmen​tal schemes, subsidies and welfare measures like health, but has not been reducing wasteful expenditure. Such reduction too is linked in most cases to repayment of foreign debt and to SAP. In the sphere of education, although more than a third of the world's illiterates live in India, its absolute outlay per capita and relative share of educa​tion is below that of many developing countries. Despite the massive problem of illiteracy, public expenditure on education has witnessed a decline over the years (Table 9).

Table 9: Budgetary Allocation for Education in Five Year Plans
--------------------------------------------------------------

Five year Plan        Years        % of Total Plan Expenditure

--------------------------------------------------------------

First Five Year Plan   1951-56         7.86

Second   "             1956-61         5.83

Third    "             1961-66         6.87

Plan Holiday           1966-69         4.60                              

Fourth Five year Plan  1969-74         4.90

Fifth    "             1974-79         3.27

Sixth     "            1980-85         2.70

Seventh   "            1985-90         3.70

Eighth    "            1992-97         4.50

---------------------------------------------------------------

Source: PIRG 1992: 16; Govt. of India 1998.

-----------------------------------------------------------------


Similarly, over the years, public expenditure on health has grown only marginally, as a result of which only 20% of Indians have access to modern medicine. 40% of our children suffer from malnutrition and 23 million children born every year, 2.5 million die within the first year. Of the rest one out of nine die  before the age of five and four out of ten suffer from malnutrition. Life expectancy is approx.57 years and 550,000 people die of TB every year. About 900,000 people get infected by Tuberculosis every year (Nigam 1995: 61-67). Despite the magnitude of the problem, health accounts for 2.1% of government expenditure. As in education so also in health, one sees a progressive reduction in budgetary allocation successive plans.

Table 10: Budgetary Allocation for Health in Five Year Plans
-----------------------------------------------------------

Five year Plan                  % of Total Plan Expenditure

-----------------------------------------------------------

First Five Year Plan                   3.32

Second   "                             3.01

Third    "                             2.63

Plan Holiday                           2.11                              

Fourth Five year Plan                  2.12

Fifth    "                             1.92

Sixth     "                            1.86

Seventh   "                            1.88

Eigth     "                            1.70

------------------------------------------------------------

Source: PIRG 1992: 14; Govt. of India 1998.

Marginalisation and Women

While the poor suffer in general, women among them are the worst victims. According to one estimate, of the 1.4 billion absolute poor in the world, 70% are women (Desrochers 1997b: 141). To understand the impact on women, one should firstly remember that despite other chang​es, their traditional role remains more or less unchanged. But for exceptions, they continue to be viewed by others and by themselves, as secondary producers. Secondly, because of the need to do unpaid work and the need to do even paid work at home, most women in poor count​ries remain in the informal sector. Thirdly, they continue to be viewed as being primarily responsible for household provisioning. The three together can become exploitative and women's status can deterio​rate, if the socio-economic foundation of these functions is weakened.


That is what SAP does. To begin with employment, because of the perception of the woman being the secondary income earner, in case of employment loss through mechanisation, men are preferred for the few jobs available. So the woman tends to remain unemployed and turned into a housewife alone, with no economic independence (Fernandes and Raj 1992: 142). In other cases, an enterprise owning many units, transfers the man with a temporary or lower category job, to another unit, with  better or permanent employment. The woman who often works in the same unit on a temporary or even permanent basis, is forced to resign her job "voluntarily" in order to accompany her husband to the new place (Sen 1992: 392-394). Besides, a feature of globalisation is centralisation of decision making and localisation of production. Loss of jobs through mechanisation is accompanied by much production being shifted to the "sweat shops" or to the home-based "putting out system". This work is done mostly by women and children, in exploita​tive conditions (Kurien 1996: 36-38).


To her role of provision supplier is linked the disappearance of or reduction in food subsidies. Due to gender differential within the household in access to essential items like food and health care, the price rise resulting from reduction in subsidies can prove disastrous for women. Its negative consequences have been seen in studies and by the experience  for example of the tribal women of Tamil Nadu. Till recently they saved a rupee a day to add lintels to the little rice they got. Today the shopkeeper laughs at them if they ask for lintels worth a rupee. So the family is deprived of even this little protein and the woman suffers more than the rest (Thkekkekara 1993: 70-71). 


The situation looks grim if one is to believe recent reports that following privatisation the public distribution system is being dis​mantled systematically in large parts of rural India. Studies show that provisions are not available in fair price shops and the number of shops has decreased (CWDS 1995). In the hilly regions, such short​age in addition to the decline in local production of foodgrains due to steady environmental degradation caused by indiscriminate felling of forests, has more serious effects on women than on men. Studies show that hill women consume less food than they should, eat what is left over after feeding their children and husbands, are malnourished and susceptible to diseases (SHERPA 1990; Rawat 1993).


Studies (e.g. Vashishta 1990: 138) also show that with employment reduction, persons with access to some literacy  take over jobs till then held by poorer and less literate sections. Men take to areas traditionally reserved to women. For example, hawking has traditional​ly been the occupation of low status and poor persons, mostly women. With other jobs disappearing, men from a slightly higher caste and better off class than them take to these occupations. 

Marginalisation of Tribals and Indigenous Peoples  


An integral part of the emerging unjust national and internation​al system is  environmental degradation and loss of control over the natural resources of the tribals and the indigenous people. There is a gradual process of monopolisation of resources by the dominant econom​ic forces. While such monopolisation is co-terminous with colonialism, a major contribution of globalisation is recent agreements that legit​imise it in the name of a free (i.e. market) economy. Through the agreements, those who overconsume the resources, ensure that the poor preserve the environment on their behalf. This effort is symbolised by the Convention on Biodiversity (CBD) signed during the 1992 Rio de Janeiro United Nations Conference on Environment and Development, and by the GATT Agreement whose negotiations were completed at Geneva in December 1993 and was signed at Marakash, Morocco, on April 15, 1994. 


The second important demand is control over land. For example, the 1994 draft of the National Rehabilitation Policy for Project Displaced Persons, being formulated by the Ministry of Rural Develop​ment, Government of India, began by stating that the new economic policy will result in greater investment and more land will be re​quired. It thus implied that there will have to be more displacement of people for development projects. Hence the need to have a national rehabilitation policy (MRD 1994: 1.1). It adds that most natural and mineral resources are found in the tribal areas (ibid: 4.1). Hence much displacement will be in these regions. In other words, to facili​tate foreign and Indian investment, displacement should be taken for granted particularly of the marginalised communities like the tribals. Some sops are offered in the name of rehabilitation. But the right of the poor to a life with dignity, is not recognised. 


To understand its consequences, one should remember that in India at least 30 million persons have been displaced by development pro​jects since 1951. More than 40% of them are tribals who form only 7.58% of the country's population. Another 40% are from other rural poor communities. Fewer than a quarter of them have been resettled even partially (Fernandes 1998: 251). The draft policy geared to the needs of liberalisation, ignores this situation. The context of glob​alisation demands new efforts to make land acquisition easier in order to attract foreign capital. Thus many more persons, mostly poor, will be displaced to give land to the investor.  At the time of writing this paper (September 1998) the Government of India is planning to further amend the Land Acquisition Act, 1894, to simplify the process in favour of industry and against the affected people. 


Thus the few who control the natural resources, render the alrea​dy weak further powerless and ensure an ecological crisis. One such case is the Sahel famine of the 1980s. These countries depended on the single commodity of groundnuts that were exported mostly to France to be processed into cooking oil. As the price of this commodity de​clined, more and more land till then under staple food was shifted to it and fenced off. Forests were destroyed to grow staple food. With it the link between the pastoral and farming communities broke down. Cattle died first, followed by human beings (Agarwal 1985: 52). This process may be intensified by the GATT Agreement on Agriculture that stipulates, among others, that 3% of food be imported and other meas​ures aimed at changeover of agriculture in the South from staple food to commercial crops (Singh Gill 1996: 52-54). As mentioned above, already by now there are signs of much impoverishment, malnourishment and increase in tuberculosis because of the vicious circle put in motion by land loss by the small farmers and further marginalisation of the landless agricultural labourers.


Despite such consequences on human beings, most persons in the rich countries and the middle and upper classes in the poor nations, concentrate on saving the natural environment, and ignore the communi​ties that are the victims of this degradation. This effort often takes the form of saving nature from the communities that have managed it sustainably for centuries. In nany cases, this sector of the agenda too is imposed by the World Bank. Its example in India are the World Bank Forestry and Ecodevelopment projects. The former is meant, in practice, to turn natural forests into plantations for the forest based industries and the latter to preserve biodiversity to the bene​fit of outsiders. The local populations are thus deprived of their livelihood and further impoverished (Cheria 1996).  


To it should be added the effort to take control of their tradi​tional knowledge system, through the GATT (WTO) Agreement on Intellec​tual Property Rights (TRIPS). While according to many calculations 40 to 60% of all patented medicines were pirated from the indigenous communities in the biodiversity rich countries of the South, TRIPS legitimises such piracy by relegating traditional knowledge to the public domain and recognising the intellectual property rights of the biotechnology owning companies, most of which are transnational corpo​rations based in the North. This is one example of colonialism taking a new form within the context of the unipolar world. 

Conclusion

We have studied in this paper the colonial underpinnings of the modern economy. The international trade and financial institutions were created within this context. Today colonialism has taken a new form but has not changed in nature. Foreign debt is a consequence of this unjust economic order dating back to the colonial times. The structural adjustment programme, which the developing countries are forced to accept as a price for their indebtedness, has seriously affected the role of the nation state in the development of their economy and society. The package, instead of solving the problem,  has only  aggravated the BOP crisis of many countries in the South. In the process, the basic needs of the most vulnerable sections of society are being sacrified by the national governments to repay the loans. On the other hand there is a concentration of power in the hands of the few both at the national and international levels. 


So the biggest challenge before those concerned about poverty and injustice is to correct the unequal world order. In attempting to find a solution, it is important to note that the issue of debt is a polit​ical one and thus calls for political solutions. It is also important to remember that the elites of the North and South work in close collaboration to ensure its success. 


So an effort to change these structures has to be made both at the national and international levels. It is important to counter the collaboration between the North-South elite, through an organic al​liance between the human rights activists, scholars and others commit​ted to justice to the marginalised. This effort has to be supported through studies and advocacy in the North as well as the South. Such advocacy has to be guided by some principles.

1. Colonialism is a sin. Germany was forced to pay compensation to the European countries it tried to conquer in World War I and ocuupied before World War II and to Israel for the massacre of Jews by the Nazi regime. In the same manner the countries of Europe and the USA that have colonised Asia, Africa and Latin America, have robbed them of their natural resources, financial independence, of their self-respect and their very identity. The loss these countries thus suffered has to be quantified and compared to the foreign debt of the countries of the South. The few studies that have been done on what the colonies have lost to the colonisers, e.g. Sri Lanka and Zimbabwe show that the colonisers owe to these countries several times their present foreign debt. These countries have to be compensated. The international lead​ers and investors must accept their share of the cost and contribute to repay it.

2. It may not be easy to calculate all the loss suffered by the former colonies and repay it. But at least a few calculations can be made. For example, according to one estimate, around 60 million Africans were captured but only 15 to 20 millions of them reached the Americas to be sold as slaves. If we were to calculate the loss to their fa​milies at $100,000 per person, then it would come to several times the foreign debt of the whole of Africa. According to another estimate, 35 million persons were deprived of their livelihood by the deindustrial​isation of the South Asian sub-continent which includes the present day India, Pakistan and Bangladesh. That was in a population of a little over 200 million while today the population is seven times that number. Can we quantify this loss? Australia seems to have had about four million aborigenes two centuries ago. Today their number has come down to half a million. How many should they have been and where are the rest? If it is true that the Americas had 40 million indigenous persons five centuries ago, what is the loss? 


Add to it the land taken over, bullion exported, cultures and identities destroyed etc. How much would it come to? Since it is not easy to calculate all of them, writing off all foreign debt uncondi​tionally may be a practical way of compensating these countries for what they have lost through former direct colonialism and the present form of neo-colonialism including SAP. 

3. However, writing off foreign debt is only a relief measure and a temporary solution. What is required is not just the cancellation of the unpayable or unpaid external debt or other forms of debt relief. Much more important from the point of view of long term survival of the  poor in the South are measures which will prevent the recurrence of the BOP crisis. With that in view, there is a need for a fundamen​tal restructuring of the international financial institutions. The existing multi-lateral, regional and bilateral agreements such as WTO financial services investment agreement, North American Free Trade Organisation (NAFTA) and others have to be reworked and brought under greater control through regulations and obligationS on the investors. Moreover, control over capital transactions  needs to be exercised by making the investor more accountable and investment stable in nature. 

4. The structural adjustment programme needs to be rejected and in its place a more sustainable development process needs to the initiated. This obligation is not merely on the rich but also on the poor count​ries. They need to come together to form regional blocs as alterna​tives to the system imposed by G-7. But often such efforts are thwart​ed by regional conflicts. So, the efforts to find regional initiatives may have to begin with initiative meant to solve local conflicts.


An example is South Asia where the Kashmir problem has vitiated relations between India and Pakistan. A South Asian Free Trade Zone would be a step in the direction of an alternative to WTO and the present unjust trade relations. But the enmity between the neighbours results in high expenditure on the armed forces and gives an opportun​ity for the the rich countries to interfere in their affairs and impose a solution on them. The human rights organisations in the countries of the South have to come together to find local solutions to their problems.

5. While this paper has dealt with foreign debt, it has all but ig​nored some issues that are an integral part of the present SAP domi​nated unipolar world or of the process leading to indebtedness. The first is the question of TRIPS. It is going to have major implications for the countries of the South, both to their natural resources and to the BOP. The second is militarisation. It is known that militarisation in the 1980s was a major source of foreign debt. It is important to identify both the arms producing countries and the arms importers. Which country has gained from the conflicts caused by them and what has been the loss?

6. Finally, we know today which country owes how much. We also know that the middle class in these countries gets its benefits. But it is also important to identify which country gains from foreign debt. Who owes how much to which country and how did it come about? That can be the basis of the demand for compensation for two centuries of coloni​alism that is the foundation of the foreign debt crisis.


These processes should lead us to demand a more just world at the time of the Jubilee 2000.
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