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Mass Rebellion, No Revolution

T
HIS IS THE ERA OF MASS PROTESTS. AND YET SOCIAL REVOLUTIONS AS HISTORY
predicted them in the twentieth century are nowhere found. What goes in the name of revolution
in some parts of the world is actually counter-revolution led by right-wingers. How rightists are

getting increased support from masses, more precisely toiling masses, both in advanced and backward
countries, is a matter of serious concern in recent years. After the collapse of USSR socialism is a ‘dirty
word’ and socialist state is equated with dictatorship. Communists are portrayed as fascists. Socialist
revolution is being increasingly evaluated as an impossibility. The dream of social revolution seems
further out of reach now than at any moment since its emergence in the eighteenth century.

Mass protests aimed at toppling governments, rather repressive and autocratic governments, have
swept the planet like a prairie fire. The list of countries that have witnessed mass upsurge in the recent
past is formidable. Algeria, Brazil, Chile, Egypt, France, Hong Kong, Iraq, Russia, Serbia, South Africa,
Sudan and Ukraine among others. In the 1920s the Arab Spring, Black Lives Matter and Occupy Wall
Street Movement shook the world as millions of people in numerous countries stood in solidarity with
them. The impact of all these mass mobilisations didn’t last long. Nor did they bring in any radical
change in social structure.

Each of these protest movements brought masses of people into the streets. Sometimes they even
brought down government or drove a dictator into exile. In many cases they helped rightist reactionaries
return with more brutal oppressive machine. As a result least successful mass revolts had to face massive
repression and white terror, reversing the limited gains movements succeeded to achieve. Only recently
people in Egypt observed the 10th anniversary of Rabba massacre, one of the worst massacres of
protesters in modern history. Human Rights Watch documented at least 900 protesters killed in Rabba.
To compare, estimates suggest about 1000 were killed in Tiananmen Square.

For one thing, most of these mass upheavals were city-centric, involving mainly educated middle class
people. In India the ruling elites have popularised the term ‘urban naxal’. And these mass upsurges are
described as ‘urban civic revolutions’ with limited goals to reach. The basic character of all these mass
mobilisations is the same: ‘they tend to leave the stage of history just as quickly as they take to it’. Nobody
now talks about ‘Occupy Wall Street’. Nor does Arab Spring attract Arabs to cry for more ‘Arab Springs’.

Of all these rebellions in recent years, Iranian Revolution, rather Iranian Islamic Revolution, was very
powerful. But ultimately autocracy was replaced by mullahcracy which is out and out reactionary and
anti-people. It’s a dictatorship of fundamentalists. No basic change in society. It’s more like a situation
of ‘back to square one’. People are now protesting against hijab and moral policing.

Nearer home farmers’ year-long agitation against regressive farm laws was historic in scope and
spread as well. Peasants took to the streets and came to Delhi. It was not really urban-centric mass
protest but it finally took the character of urban-oriented mass mobilisation. The movement succeeded
in generating solidarity support across the country. It halted the government’s anti-farmer measures for
the time being. A kind of stalemate prevails and it doesn’t mean they have won the final battle. The
government is just buying time.

The city-centric mass revolts with sporadic violent incidents, are peaceful protests though revolution
is basically an armed insurrection. Revolution is defined and redefined variously at different junctures
of history. Revolution is a structured phenomenon. ‘‘A revolution is about citizens seizing back control
over a regime through mass mobilisation from below”. That was Leon Trotsky who formulated it against
the backdrop of political developments in Russia.

The world is changing very fast. And change is hard. Old formulations are getting quickly outdated while
appropriate new formulations are not emerging. But the basic question of revolution remains the same:
how to mobilise masses, oppressed masses, in their millions against the system that oppresses them. ooo
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POLEMICS

First International and its

Contemporary Relevance
Marcello Musto

AFTER ITS FIRST MEETING,
on September 28, 1864, the
 International Working Men’s

Association (better known as the
“First International”) quickly aroused
passions all over Europe. It made
class solidarity a shared ideal and
inspired large numbers of women
and men to struggle against exploi-
tation. Thanks to its activity, work-
ers were able to gain a clearer
under-standing of the mechanisms
of the capitalist mode of produc-
tion, to become more aware of
their own strength, and to develop
new, more advanced forms of
struggle for their rights.

When it was founded, the cen-
tral driving force of the Interna-
tional was British trade unionism,
the leaders of which were mainly
interested in economic questions.
They fought to improve the work-
ers’ conditions, but without calling
capitalism into question. Hence,
they conceived the International
primarily as an instrument to pre-
vent the import of manpower from
abroad in the event of strikes. The
second group in importance of the
International were the mutualists,
long dominant in France. In keeping
with the theories of Pierre-Joseph
Proudhon, they opposed any work-
ing-class involvement in politics, and
the strike as a weapon of struggle.
Then there were the Communists,
opposing the existing system of pro-
duction and espousing the necessity
of political action to overthrow it.
At its founding the ranks of the
International also included a num-
ber of workers inspired by utopian
theories, and exiles having vaguely

democratic ideas and cross-class
conception who considered the In-
ternational as an instrument for the
issuing of general appeals for the
liberation of oppressed peoples.
Therefore, in the beginning, the In-
ternational was an organisation in
which coexisted different political
traditions and in which the majority
of them were reformist and not
revolutionary.

Securing the cohabitation of all
these currents in the International,
around a programme so distant from
the approaches with which each had
started out, was Karl Marx’s greatest
political accomplishment. His politi-
cal talents enabled him to reconcile
the seemingly irreconcilable. It was
Marx who gave a clear purpose to
the International, and who achieved
a non-exclusionary, yet firmly work-
ing class-based, political programme
that won it mass support beyond
sectarianism. Marx was the political
soul of its General Council (the body
that worked out a unifying synthesis
of the various tendencies and issued
guidelines for the organisation as a
whole), he drafted all its main reso-
lutions and prepared almost all its
congress reports.

Nevertheless, despite the impres-
sion later created by the Soviet
Union’s propaganda, this organisa-
tion was much more than a single
individual, even one as brilliant as
Marx. It was a vast social and
political movement for the emanci-
pation of the working classes; not,
as it has often been written, the
“creation of Marx”. The Interna-
tional was made possible first of all
by the labour movement’s struggles

in the 1860s. One of its basic rules–
and the fundamental distinction
from previous labour organisations–
was “that the emancipation of the
working classes must be conquered
by the working classes themselves”.
The view that Marx mechanically
applied to the stage of history a
political theory already forged in the
confines of his study is divorced
from the historical reality. Marx was
essential to the International, but
also the International had a very
positive impact on Marx. Being di-
rectly involved in workers’ struggles,
Marx was stimulated to develop and
sometimes revise his ideas, to put
old certainties up for discussion and
ask himself new questions, and to
sharpen his critique of capitalism by
drawing the broad outlines of a
communist society.

Theories and Struggles

The late Sixties and early Seventies
in the 19th century were a period
rife with social conflicts in Europe.
Many workers who took part in
protest actions decided to make
contact with the International,
whose reputation quickly spread
widely. From 1866 on, strikes inten-
sified in many countries and formed
the core of a new and important
wave of mobilisations. The Interna-
tional was essential in struggles that
were won by workers in France,
Belgium and Switzerland. The sce-
nario was the same in many of
these conflicts: workers in other
countries raised funds in support of
the strikers and agreed not to ac-
cept work that would have turned
them into industrial mercenaries. As
a result, the bosses were forced to
compromise on many of the strik-
ers’ demands. These advances were
greatly favoured by the diffusion of
newspapers that either sympathised
with the ideas of the International
or were veritable organs of the Gen-
eral Council. Both contributed to
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the development of class conscious-
ness and rapid circulation of news
concerning the activity of the Inter-
national.

Across Europe, the Association
developed an efficient organisational
structure and increased the number
of its members (150,000 at the
peak moment). For all the difficul-
ties bound up with a diversity of
nationalities, languages and politi-
cal cultures, the International man-
aged to achieve unity and coordina-
tion across a wide range of
organisations and spontaneous
struggles. Its greatest merit was to
demonstrate the crucial importance
of class solidarity and international
cooperation.

The International was the locus
of some of the most famous debates
of the labour movement, such as
that on communism or anarchy. The
congresses of the International were
also where, for the first time, a major
transnational organisation came to
decisions about crucial issues, which
had been discussed before its foun-
dation, that subsequently became
strategic points in the political
programmes of socialist movements
across the world. Among these are:
the indispensable function of trade
unions; the socialisation of land and
means of production; the importance
of participating in elections, and
doing this through independent par-
ties of the working class; women’s
emancipation; and the conception
of war as an inevitable product of
the capitalist system.

The International also spread
outside Europe. On the other side
of the Atlanticimmigrants who had
arrived in recent years began to
establish the first sections of the
International in the United States of
America. However, the organisation
suffered from two handicaps at birth
that it would never overcome. De-
spite repeated exhortations from the
General Council in London, it was

unable either to cut across the na-
tionalist character of its various af-
filiated groups or to draw in workers
born in the “New World”. When the
German, French and Czech sections
founded the Central Committee of
the International for North America,
in December 1870, it was unique in
the history of the International in
having only “foreign-born” members.
The most striking aspect of this
anomaly was that the International
in the United States never disposed
of an English-language press organ.
At the beginning of the 1870s, the
International reached a total of 50
sections with a combined member-
ship of 4000, but this was still only
a tiny proportion of the American
industrial workforce of more than
two million.

Peak and Crisis

The most significant moment of the
International coincided with the Paris
Commune. In March 1871, after
the end of Franco-Prussian War, the
workers of Paris rose against the
new government of Adolphe Thiers
and took power in the city. Hence-
forth, the International was at the
centre of the storm, and gained
enormous notoriety. For capitalists
and the middle classes, it repre-
sented a great threat to the estab-
lished order, whereas for workers it
fuelled hopes for a world without
exploitation and injustice. The
labour movement had an enormous
vitality and that was apparent ev-
erywhere. Newspapers linked to the
International increased in both num-
ber and overall sales. The insurrec-
tion of Paris fortified the workers’
movement, impelling it to adopt
more radical positions and to inten-
sify its militancy. Once again in
history, France showed that revolu-
tion was possible, clarifying its goal
to be building a society different
from that of capitalism, but also
that, to achieve this, the workers
would have to create durable and

well-organised forms of political as-
sociation. The next step to take
then, as stated by Marx, was under-
standing that “the economic move-
ment of the working class and its
political action are indissolubly
united”. That led the International,
at the London Conference of 1871,
to push for the foundation of a key
instrument of the modern workers’
movement: the political party–al-
though it should be stressed that
the understanding of this was much
broader than that adopted by com-
munist organisations after the Octo-
ber Revolution.

When the International dissolved
itself after The Hague Congress of
1872, it was a very different organi-
sation from what it had been at the
time of its foundation: reformists no
longer constituted the bulk of the
organisation and anti-capitalism had
become the political line of the whole
Association (including new tenden-
cies like the anarchists led by Mikhail
Bakunin). The wider picture, too,
was radically different. The unifica-
tion of Germany in 1871 confirmed
the onset of a new age, with the
nation-state the central form of po-
litical, legal and territorial identity.

The initial configuration of the
International thus became out-
moded, just as its original mission
came to an end. The task was no
longer preparing for and organising
Europe-wide support for strikes, nor
calling congresses proclaiming the
usefulness of trade unions or the
need to socialise the land and the
means of production. Such themes
were now part of the collective heri-
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tage of the organisation. After the
Paris Commune, the real challenge
for the workers’ movement became
how to organise to end the capital-
ist mode of production and over-
throw the institutions of the bour-
geois world.

Internationalism:

Then and Today

The rediscovery of the importance
of the First International takes place
in a very different context. An abyss
separates the hopes of those times
from the mistrust so characteristic
of our own, the antisystemic spirit
and solidarity of the age of the
International from the ideological
subordination and individualism of
a world reshaped by neoliberal com-
petition and privatisation.

The world of labour has suffered
an epochal defeat and the left is
still in the midst of a deep crisis.
After a long period of neoliberal
policies, the system against which
workers fought, and had won im-
portant victories, has returned to
conditions of exploitation similar to
those of the 19th century. Labour

market “reforms”–a term that has
changed its original progressive
meaning–that have introduced year
after year more “flexibility” and
easier termination of workers, have
created deeper inequalities. Other
major political and economic shifts
have succeeded one another, after
the collapse of the Soviet bloc.
Among them there have been the
social changes generated by
globalisation, the ecological disas-
ters produced by the present mode
of production, the growing gulf be-
tween the wealthy exploitative few
and the huge impoverished major-
ity, one of the biggest economic
crises of capitalism(the one erupted
in 2008) in history, the blustery
winds of war, racism and chauvin-
ism, and, most recently, the COVID-
19 pandemic.

In a context such as this class
solidarity is all the more indispens-
able. It was Marx himself who
emphasised that the confrontation
among workers, including that be-
tween the native proletarians and
the foreign ones (who are moreover

discriminated), is an essential ele-
ment of the domination of the ruling
classes. New ways of organising so-
cial conflict, political parties and
trade unions must certainly be rein-
vented, as one cannot reproduce
schemes used more than 150 years
ago. But the old lesson of the Inter-
national that workers are defeated if
they do not organise a common
front of the exploited is still valid.
Without that,the only scenario we
have before us is a horizon of war
between the poor and unbridled
competition between individuals.

Today’s barbarism of the “world
order”imposes upon the contempo-
rary workers’ movement the urgent
need to reorganise itself on the ba-
sis of two key characteristics of the
International: the multiplicity of its
structure and radicalism in objec-
tives. The aims of the organisation
founded in London, in 1864, are
today more timely than ever. To rise
to the challenges of the present,
however, the new International can-
not evade that twin requirements of
pluralism and anti-capitalism. ooo

‘100 YEARS LATER’

Bishnu Dey and Das Kapital
Asok Chattopadhyay

“There is an old story about Marx: You throw him out the front door and he sneaks

back in through the rear window”.

In the West the discourse on ‘Marx Revival’ gets currency every now and then. Since

the 2008 capitalist meltdown globally this has been a popular theme in academic circles.

“Very Interesting—we thought that the man died, eternally buried with the fall of Berlin

Wall! But very quickly he came back with new force”.

Every age discovers its own Marx. In the 100th year of DAS KAPITAL Bishnu Dey

wrote an extra-ordinary poem on Marx’s ‘capital’•‘one hundred years’. The poem is in

Bishnu Dey’s Bengali Collection ‘Kabita Samagra’. It was 1967. The world has changed

a lot since then. The dreams of 1967 are mostly dead.

B ISHNU DEY (JULY 18,
1909–December 3, 1982)
was one of the five renowned

poets in Bengal in the forties of the
last century. He came in contact
with the Communist Party of India
(CPI) and was encouraged to prac-
tise the party programme. Hiren

Mukherjee, a stalwart of the then
CPI, continually enthused Bishnu
Dey to stay on the party line in the
cultural arena. And Bishnu Dey, not
being a party member, clung to the
party shade in spite of bitter criti-
cism oozed from the party manda-
rins and often being branded as a

Trotskite. Trotsky is a perennial vil-
lain in Indian communist culture.
But Bishnu Dey kept himself at-
tached to Marxism in his own way
of thinking and practice in the field
of art and literature.

 From 1939 Bishnu Dey differed
from the CPI on many issues. He
was not in agreement with the party
line. His thinking and practice clashed
with the party lords. He had to
undergo humiliation, insult and
many a stigma, but he did never
agree to deviate from his stand. For
one thing he brought Samar Sen,
the then rising poet and the un-
daunted journalist in his later years,
to the Progressive Writers’ Associa-
tion. Despite his close contact with
the then CPI leaders, Samar Sen,
too, did not join CPI. He also re-
mained faithful to Marxism through-
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out his life dauntlessly against many
an odd.

Bishnu Dey dared party line prac-
titioners and heightened the flag of
his rebellious journey. He said: ‘Dia-
lectical Materialism cannot be taken
as occasional dose of medicine or
used simply as a system of prophesy.’
However he did never part with the
CPI and remained in the periphery of
the party till his last days of life.

Despite being denounced repeat-
edly by his fellow travellers in the
party, he never lost his faith in
Marxism.

Naturally Bishnu Dey did not get
due prestige he deserved from the
CPI. Rather he was left in oblivion.
This Bishnu Dey wrote a poem on
Karl Marx’s ‘Capital’ in its cente-
nary year in Bengali entitled ‘ekso

bachor pore’ (on July 17, 1967)
and even translated it into English
which is much more interesting
though this poem remained almost
unschooled, untutored in the Marx-
ist or left camp. The first volume of
Marx’s Capital (Das Kapital) came
out on September 14, 1867 while
Marx was alive. The renowned his-
torian Gareth Stedman Jones has
commented:

‘What is extraordinary about Das

Kapital is that it offers a still-

unrivalled picture of the dyna-

mism of capitalism and its trans-

formation of societies on a global

scale. It firmly embedded con-

cepts such as commodity and

capital in the lexicon. And it

highlights some of the vulner-

abilities of capitalism, including

its unsettling disruption of states

and political systems. [...] If Das

Kapital has now emerged as one

of the great landmarks of nine-

teenth-century thought, it is [be-

cause it connects] critical analysis

of the economy of his time with

its historical roots. In doing so,

he inaugurated a debate about

how best to reform or transform

politics and social relations, which

have gone on ever since’.

Just two months before the comple-
tion of the centenary year of Capi-

tal, Bishnu Dey wrote this poem and
translated it into English entitled ‘One
Hundred Years’. He quoted Dante’s
two lines from his ‘Pugatorio’s Canto
V’ which messaged to follow the
poet. As a poet, Bishnu Dey wanted
his readers to follow his works and
talk over publicly. The entire poem
entitled ‘One Hundred Years’, which
got out of Marxists’ syllabus of the
country, is reproduced below:

ONE HUNDRED YEARS

Bishnu Dey

Follow me and let the people talk;

stand thou as a firm tower which

never shakes its summit for blast of

winds...—PURGATORIO: V

One hundred years have passed.

Yet so many roads, shattered

roads, twisted,

Barbed, temptingly straight roads,

deceitful roads!

Perhaps one hears through the

labyrinth of crossroads

The laughter of unseen children,

Perhaps through the howl of hate

beyond the jungle,

Across the dry plains of our days

sings out

The pipe of some cowherd-boy of

some far country.

Yet the destination fades out day

and night on our

perpetually frantic streets.

In having to elect each step,

In every land of the distracted

world.

Across desert wiles or muddy

waters,

And Vietnam burns under na-

palms,

And, East and West, to-day over

this country,

to-morrow over that

Vultures fly.

What a strange bitter joke!

Yet the earth’s geography wide-

spread with milestones.

And far flung history found an

explorer mapping the universe

of man

A century ago! Unique in genius

with prodigious knowledge,

With the wisdom of the most

hardworking thought, in love

with day to day life

In Das Kapital!

And in that tremendous epic the

last chord rings in Kailasan

rhythms,

Like a trumpet blowing in unison

with Dhurjati’s duet dance,

Of what is possible in our Time

and of this ever wondering

quest,

And the triple vision reveals the

Enemy and the Friend,

With the unending call of Think-

ing with our human joys and

sorrows,

Of the daily faring forth to the

difficult yet certain destination.

Here he draws a gloomy picture
which engulfs a labyrinth where the
Communist Parties forget the right
addresses they would like to ad-
dress.

This was Bishnu Dey who after
long four decades of his demise has
been left, so to speak, in lurch.
Tragically enough such a thought-
provoking poem has seldom been
granted into the realms of the Marx-
ist cultural arena in the country. oo

NANDIGRAM
What Really Happened?

Report of the

People’s Tribunal on Nandigram
copies available at

NAGARIK MANCH
134, Raja Rajendralal Mitra Road
Room No. 7, Block B (2nd Floor)
Kolkata 700085, Ph. : 2373-1921

Readers are requested to note the
changed address (new) of our website

www.frontierweekly.com
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‘WAR COMMUNISM’

Preparation of the 1947 Draft of the

Programme of the of the CPSU(B)
Vijay Singh

T
HE CENTRAL OBJECTIVE
OF Lenin and the Bolsheviks
was the formation of a com-

munist society.
This is evident from the

programme adopted by the Russian
Communist Party in March 22, 1919.
The document accepted that the
dictatorship of the proletariat had
been established in Russia having
the support of the poorest peas-
antry and the semi-proletariat. It
had in the main expropriated the
bourgeoisie so that means of pro-
duction and exchange became the
common property of all the toilers.

It was imperative to establish a
uniform national plan which could
engage in the rational and eco-
nomic utilisation of the material
resources of the country.

So far as the handicrafts were
concerned producers’ co-operatives
were to be established which could
carry out a painless transition to the
higher forms of big mechanised in-
dustry.

In the agrarian sector, private
property in land had been abol-
ished. The state was inaugurating a
number of measures to encourage
large-scale socialist agriculture: es-
tablishing cooperative farms, state
farms and agricultural communes.1

It was recognised that only the
first steps had been taken for the
transition from capitalism to com-
munism so that until there had
been a complete organisation of
communist production and distribu-
tion of products it was impossible
to abolish money. It was considered
possible in the meantime to extend
the area of transactions without the

use of cash by the deposition of
money compulsorily in the people’s
bank; the replacing of money by
the use of cheques; and the issuing
of short term notes which entitled
the possessor to receive products.

The programme of 1919 illumi-
nates the economic policies of the
period of the civil war, known as
‘war communism’.

In those three years, from June
1918 through to March 1921, fur-
ther expropriations took place of
the small sections of the industrial
bourgeoisie. Such was the case also
in transport, communications and
distribution.

In agriculture private property in
land had already ceased to exist;
through the appropriation of agri-
cultural surplus the socialist state
controlled a part of the surplus; an
attempt was made to bring the
peasant farms under the purview of
the plan.2

Some fifty industrial sectoral
boards were established termed
glavki which controlled industry un-
der the formal writ of the Supreme
Council for National Economy.

The attempt was made under
war communism to abolish com-
modity-money relations. The ex-
penses of enterprises were decided
by centralised planning and covered
by the state budget. The products
of the enterprises were at the dis-
posal of the central bodies.
Centralised financing was replaced
by the centralised supply in kind.
Distribution of products was con-
ducted by the centralised allocation
of goods. Commodity exchange was
ended between town and country

by decreeing the compulsory deliv-
ery of surplus grain. Taxation was
abolished. The state distributed gratis
housing, telephones, water, gas, elec-
tricity for workers and employees.
Similarly, the urban populace was
supplied differentiated food rations
on the basis of class with priority
given to the industrial workers per-
forming dangerous and heavy
labour.3

But commodity-money relations
could not be abolished but they
were driven underground. The state
continued print currency notes whose
value continued to shrink. Working
people were compelled to use the
extensive black market for the bulk
of their purchases.

It proved impossible to sustain
the economic policies of military
communism once the civil war
ended. In its place the policies of
the New Economic Policy were in-
troduced which utilised widespread
commodity-money relations until
such time as the economy revived
in the period 1925-26 when indus-
trial and agricultural production re-
turned to the levels of 1913. This
laid the basis for the socialist
offensives which established direc-
tive centralised planning, incepted
socialist industrialisation based on
the production of the means of
production (with the lead being given
to production of the means of pro-
duction of production of Depart-
ment1, and introduced socialist
collectivisation based on the poor
and middle peasantry with the agri-
cultural instruments and means of
production remaining in the
socialised sector. Collectivisation
ended the existence of the last sec-
tion of the most numerous class of
the bourgeoisie, the rich peasantry.

In such conditions Stalin argued
in his Speech on the Draft Consti-
tution of the USSR in 1936 that the
Soviet Union had achieved the con-
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struction of the foundations of so-
cialism in the main. Stalin had
earlier said in the 17th Congress of
the CPSU(B) in 1934 that the task
of building a classless socialist soci-
ety remained for the future.

Extensive discussions took place
at the 18th Congress of the
CPSU(B) in 1939 on the building of
the classless socialist society and
the transition to the communist
society.4 It was suggested by
Voznesensky that while it had taken
two decades for the Soviet Union to
construct socialism a lesser period
would be required for the transition
to communism. Detailed discussions
on this question were held at the
congress and a commission was set
up to draft a new programme for
the party.

In conjunction with this a new
15-year perspective plan was drawn
up by Gosplan in two volumes for
the period 1947-1953. This consid-
ered the need to surpass the per
capita production of the capitalist
countries in pig iron, steel, oil, elec-
tricity, machinery and the means of
production and articles of necessity.
In terms of social relations it was
planned to raise the level of the
workers and collective farm workers
to that of the workers in the techni-
cal and engineering sectors.

The perspective plan for the tran-
sition to communism naturally had
to be ended with the Nazi invasion
of the Soviet Union but it was
immediately resumed in 1945 on
the lines suggested at the 18th Con-
gress of the party in 1939 and
subsequently.

Instructively Stalin in September
1946 argued that it was possible to
construct communism in one coun-
try in the Soviet example.

At the foundation of the Inform-
buro in Poland in September 1947
Malenkov stated that the CPSU(B)
was elaborating a new party
programme.

That draft programme is pub-
lished in the journal ‘Revolutionary
Democracy’ (October 2023) for the
first time.

The version selected there has
the notes of Stalin.

Aside from the detailed discus-
sions on this draft by the party
leadership, Gosplan was involved in
working out the implications of the
new programme for the planning
mechanism. Voznesesnsky argued in
the Central Committee for a 20-
year plan for establishing commu-
nism in the Soviet Union. This was
necessary to bring the preparatory
steps to communism to fruition and
to expand the productive forces and
the construction of new, large con-
struction work: railway lines, metal-
lurgical factories. These would lead
to the Soviet Union overtaking the
advanced capitalist countries in
terms of per capital industrial pro-
duction.

The party authorised such a plan
in August 1947. The Gosplan, the
Academy of Sciences and local
Soviet and Party organisations
analysed the productive strength of
the economic regions of the country
and formed the framework of a
perspective for the economy for the
period 1951-70.

Gosplan was rightly concerned
with the development of the forces
of production.7 The relations of pro-
duction were discussed by Stalin in
Economic Problems of Socialism in

the USSR. The significance of his
remarks is that he sought to
concretise the gradual steps neces-
sary for the transition to a commu-
nist society in the Soviet Union.
Stalin argued that the existence of
group property in the collective farms
and therefore of commodity circula-
tion hampered the full extension of
state planning to the whole of the
national economy especially in agri-
culture. It was necessary to gradu-
ally convert collective farm property

into public property and replace
commodity circulation with prod-
ucts-exchange between town and
country (which meant the end of
Soviet trade). This would be to the
benefit of the collective farm peas-
antry as they would receive more
products from state industry.8

After March 1953 the CPSU
was guided not by Marxism-Leninism
but the ideas fought by Stalin in
Economic Problems and his related
writings: Bogdanovism, Bukhari-

nism, Trotskyism; and specifically in
the realm of political economy the
‘market socialist’ notions of Notkin,
Venzher and Sanina. The ideologi-
cal rupture with Marxism-Leninism
spread internationally in the bulk of
the people’s democracies and the
majority of the international com-
munist movement. The Soviet state
no longer carried out the functions
of the dictatorship of the proletariat
formally positing this in 1961 when
it was accepted that the Soviet
Union was now the ‘state of the
whole people’. Parallel to this the
majority of the people’s democra-
cies no longer carried out the func-
tions of the dictatorship of the pro-
letariat after 1953.9

The programme for communist
construction in the Soviet Union
involving the development of the
productive forces and changes in
the production relations was ended.
The question of having a higher
rate of expansion of Department 1
for the purposes of social reproduc-
tion was downgraded. The perspec-
tive of the gradual conversion of
collective farms to agricultural com-
munes was terminated. The plan of
replacing commodity circulation by
products-exchange was swiftly dis-
continued.

The archives of the State Plan-
ning Commission, Gosplan, estab-
lish unequivocally that the founda-
tions of a system of generalised
commodity production was estab-
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lished in the years 1953 to 1958.
Directive centralised planning which
had constructed socialism and which
was being utilised for the transition
to communism was terminated and
replaced from March 1953 by a
system of “co-ordinated planning”
involving the economic negotiations
between the central and union re-
public governments. The state plan-
ning commission itself was divided
into two organisations. The sphere
of influence of Gosplan was re-
duced by expanding the powers of
the directors of the enterprises who
were now required to accept that
the criterion of efficiency was the
principle of profitability. The
commodification of the instruments
and means of production was en-
acted both in industry and agricul-
ture. While under the socialist sys-
tem the products of industry were
allocated under the plan after 1958
these products were now designated
as commodities which circulated in
the state sector. Some twenty agen-
cies were established under Gosplan
to sell the commodities produced
by Soviet industrial enterprises. In
agriculture following the example of
Yugoslavia the instruments and
means of production, the Machine
Tractor Stations, were sold to the
collective farms. This signified that
in the Soviet Union (and in People’s
China) a section of the socialised
means of production now became
part of the group property of the
collective farms (and later the
People’s Communes) thereby mas-
sively expanding the area of com-
modity circulation. In such a situa-
tion there was an inevitable reemer-
gence in the Soviet Union of such
categories as labour power as a
commodity, surplus value, profit and
the average rate of profit.

The programme for communist
construction which was put forward
by the CPSU in 1961 in the time of
Khrushchev envisaged the further

deepened expansion of commodity-
money relations including wide in-
dependence of the enterprises and
profit until such time as there was a
single communist form of property
when commodity-money relations
would become outdated. No con-
crete steps were proposed to bring
about a single communist property
as had been in evidence in the
1919 party programme or right
through to Economic Problems and
the 19th party congress in 1952.
Indeed it was considered necessary
that farming on the collective farms
had to be based on the principle of
profitability. As in People’s China in
the People’s Communes it was to
be proposed to submerge social prop-
erty in the state sector into the
semi-socialist group property of the
collective farms. Earlier the Machine
Tractor Stations, which Stalin had
defended from the Venzher and
Sanina suggestion to commodify
them by selling them to the collec-
tive farms, had been vended to the
collective farms in 1958. It was
now the policy to merge the collec-
tive farms, the state farms and the
industrial enterprises which would
have at a wider level reduced the
social property of the state farms
and industry to group property.10 It
contradicted the programme advo-
cated by Khrushchev of building up
a single communist property in the
Soviet Union.

The CPSU and Khrushchev made
the transition from the construction
of commodity ‘socialism’ in the
period 1953-1958 to projecting a
commodity ‘communism’ in 1961.

 ooo
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POLEMICS

Marxism, Capitalism and Democracy
Arup Baisya

M
ARX’S CONCEPT OF THE
Asiatic Mode of Produc-
tion represented the domi-

nance of bureaucrats in situations
where the state was the economic
and political power, and where pri-
vate property was relatively unim-
portant (Miliband 1989:94). Irrespec-
tive of the fact whether Marx’s as-
sessment on a mode of production
and static society specific to Asia is
right, this interpretation associates
authoritarianism with pre-capitalist
society and democracy with capital-
ism and rise of the bourgeoisie. But
the laws of motion of Capital as
Marx described in his incomplete
magnum opus ‘Capital’ tells us that
the capitalist social relations of pro-
duction always exists in an organi-
cally intertwined form within the dia-
lectical relation between authorita-
rianism and democracy. This mo-
tion of this dialectics between
authoritarianism and democracy is
reflected and modulated by the func-
tioning of the state. The democratic
aspiration that is born from within
the society due to the emergence of
capitalist relations of production is
always intertwined with its opposite
to be a capitalist system where
economy, politics, sociology, ideol-
ogy etc all get intermingled to deter-
mine its direction of motion and at
the same time create indeterminacy
in the motion from authoritarianism
to democracy and vice versa. In the
Capital, Marx emphasised that the
competition is the basic trait of capi-
talist production. Due to competi-
tion, the ratio of organic composi-
tion of capital goes on increasing
and thus causing the rate of profit
to fall. This tendency of falling rate
of profit necessitates capital to flow

from the territorial area where it has
first developed to a territorial area
where the pre-capitalist relations are
predominant. This imperialist
behaviour of capital from its birth
reveals that pre-capitalist relations
are ubiquitous within the capitalist
global system with quantitative dif-
ference imposed by the motion of
capital in time axis. The tendency of
rate of profit to fall will set in the
area of origin of capitalist produc-
tion when the pre-capitalist relations
are still in existence as remnants
and the capitalist relations i.e. work-
ers free from bondage with land and
religious patriarchal families must
have their rudimentary presence in
the area of destination of the capital
to move. This is the territorial logic
of the societal dynamics of the
movement of capital. This means
that Marx was not the advocate of
western rationalism to delineate the
capitalism as democracy or for that
matter of fact a liberal democracy.
On the contrary, this writer would
like to emphasise that Marxism is in
essence democracy and the laws of
motion of capitalism as Marx envis-
aged is the extension of democracy
for its transition to socialism for
reaching to its final stage as com-
munism where both state and de-
mocracy wither away. Marx formu-
lated the law of values based on
relative surplus value and value of
labour power as wages of industrial
production and in that sense only,
the law of value is incomplete to
accommodate the capitalist repro-
duction to appropriate family labour
and the super-exploitation due to
the presence of pre-capitalist rela-
tions inherent within the capitalist
system. How Marxism is in essence

democracy needs to be dealt with
deep understanding of social rela-
tions of production and this write-up
is just a preliminary attempt to high-
light this aspect of Marxism.

The initial success stories of
neoliberal restructuring have now
turned out to be myths. Neoliberalism
is no longer considered as a way
forward to lead the capitalist system
out of the crisis. Indeed, there is no
silver lining in the horizon of capitalist
world for a recovery from crisis. The
situation in much of the emerging
world seemed quite chaotic, and
parliamentary democratic government
did not appear to hold a solution.
Authoritarianism or fascism soon
emerged as a common political ar-
rangement. The alternative is social-
ism transcending capitalism. Marx
visualised socialism as a movement
of the working class in politics. In
such visualisation, the fundamental
aspect is once again the motion in
time for synthesis of dialectically re-
lated phenomena of working class
emancipation and formation of po-
litical party. The organisation of work-
ers “into a class and consequently
into a political party” (Marx and
Engels) is necessary for workers to
conquer political power. The political
party that epitomised the political
power of a class should not affect the
autonomy of the working class as a
political force and should not be
corrupted by the influence of reform-
ist trends of other classes. How Marx’s
celebrated phrase, “the emancipa-
tion of working class is conquered by
themselves” is compatible with idea
of formation of a party which is
absolutely necessary for conquering
political power? This compatibility
must be understood in the direction
of motion emerging from the contra-
diction between party and class. The
autonomy of the Bourgeois class is
guaranteed in the existing system and
the bourgeois party is systemically
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subservient to the interest of bour-
geois class and as such, the accumu-
lation of capital and profit are the
driving forces to resolve the conflict
between party and class. But what is
the driving force to expedite the mo-
tion for continuously synthesising the
two aspects – the working class eman-
cipation and its political party, for a
change of society and state. The
synthesis is not systemically guaran-
teed, rather this synthesis is ensured
within an accelerated motion in a
continuous struggle against the exist-
ing system and building the alterna-
tive system in a rudimentary form till
conquering of power by the working
class. The ideological position and
mind theory for a future equitable
society do not have any ramification
on the society till it is transformed
into action. What is the vehicle or
instrument that act as an accelerator
or brake on this motion. It is the
democracy or lack of it. “From the
workers, to the workers” is an incho-
ate idea of such a democratic praxis.
Marx advocated the organisation of
workers “into a class and conse-
quently into a political party”. Does it
imply that party cannot be formed
without the transformation of work-
ers into a class? This transformation
cannot be assessed without consider-
ing a well-defined space-time con-
tinuum. Transformation or emanci-
pation always happens in a moment
of time. So it cannot be concluded
that the formation of a party is best
suited on a global space in a particu-
lar moment of time. Then how and
who will assess this transformation of
workers into a class? Naturally it’s a
group or party which bears a work-
ing-class ideology and radical theory
of mind for change of society and the
state. But this party is not the party
of the working class so long as such
working class emancipation con-
quered by the working class them-
selves has not become reality and in
such a scenario, the party which

claims to carry the ideology and theory
of mind is prone to degenerate to
impose their ideas on the working
class. Here lies the dichotomy. The
regular election within the party hier-
archy is a necessary condition, but it
is far from sufficient to retain its
working class character. There is no
measuring stick to identify that the
party delegates represent the workers’
aspiration.

The practice for democratic prin-
ciple and struggle for democratisation
can be a panacea for such tendency
to degenerate for class compromise.
As the bourgeois parties are subser-
vient to the interest of the bourgeois
class and it is guaranteed by the
existing system, the communist party
must also be made subservient to
working class through the struggle
for democracy, and democratic
mechanism which is not ingrained in
the system needs to be evolved. One
such mechanism would be to ensure
the functioning of the unified and
autonomous working class organi-
sation like Trade Union which needs
to be evolved through struggle. So
long as the emancipation of working
class is not conquered by the work-
ing class themselves, their own au-
tonomous organisation may make
mistakes because of their low level
of aspiration that does not conform
to the idea that working class is the
bearer of complete individual free-
dom and liberty for humanity to be
achieved in a future society. Class
interest does not necessarily corre-
spond with the interest of individual
workers or workers of specific firm or
sector with particularistic interest and
incentives for enforcing collective dis-
cipline. The union, party or the state
have the means to organise workers
as a collective force as Marx put it,
“combination always has a double
aim, that of stopping competition
among workers so that they can
carry on general competition with
the capitalists”. As Marx and Engels

noted in the Communist Manifesto

“the organisation of the proletariat
into a class, and consequently into
a political party, is continually being
upset by the competition among
workers themselves.” But despite
their mistakes, they will always chal-
lenge their ruling class adversary as
a whole or as a section of capitalists
due to the essence of their class
character and that is why, the party
may play the role of educator, but
must be educated by being subservi-
ent to the working class and their
organisation. To play the role of
educator, party’s opinion must al-
ways be open for debate for a test
for rectification and change. And to
act as an entity to be educated, it
must respect and comply with the
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decision of the workers’ own
organisation.

There are two vexed issues that
have led the practising Marxists into
disarray and state of confusion. Firstly,
from the time of Marx to the pre-
neoliberal phase, there is a rallying
point on the question of what consti-
tutes working class or proletariat. The
workers organised in large factories in
the industrial capitalist production
system have been considered as the
fulcrum of working class emancipa-
tion for radical change transcending
capitalism. The neoliberal reconstruc-
tion of capital and labour obscures
the scenario to identify working class.
Marx never identified the large fac-
tory workers as the only form of
working class. But Marx analysed
capitalist production based on rela-
tive surplus value and value of labour
power i.e. cost of labourer’s subsis-
tence. Does it mean that the living
labour which is engaged with dead
labour as capital in a relation where
only relative surplus value is appro-
priated and the value of labour power
is received in return solely constitutes
the working class? This is problem-
atic when one considers capitalist
system as a whole. From Marx’s
theory of capitalist expansion based
on organic composition of labour
and the history of capitalism, it is
revealed that capitalist system is a
system where dominant capitalist re-
lations is intertwined with pre-capital-
ist relations. As such, those who earn
their livelihood from labour and do
not enjoy a part of the surplus value
extracted from others’ labour consti-
tute the working class. The value
earned from labour which does not
exceed the average value of labour of
a society in a production system of a
particular country and specific to a
space-time defined by average neces-
sary labour time must constitute the
limit for categorisation of a person
engaged in labour as worker, beyond
which the individual enters to the

class which is enjoying the fruits of
the surplus extracted from labour of
others. The value of labour power is
no more than a definite quantity of
average value of a society incorpo-
rated in the labour time requisite for
the production of labour reduces it-
self to that necessary for the produc-
tion of labourer’s means of subsis-
tence. That means that those who
are earning their livelihood from the
income below the average value of
labour in a society can be considered
as workers. That’s why, there are
differential rates of wages for differ-
ent categories of manual and mental
workers – above, at par and below
the value of their labour power, and
the capitalist system maintains these
differential rates to create divisions
within the workers for the sustenance
of the system. Secondly, in an depen-
dent economy within the global capi-
talist system, the significant presence
of pre-capitalist relation influences
the workers’ movement in such a
way that the workers’ movement
carries with it the presence of other
classes which influence the class con-
tent of the movement, and the re-
verse is also true i.e. the movement
of other classes such as peasantry or
middle classes is also influenced by
the working class content. This over-
lapping of content of the people’s
movement obscures the working class
movement and hampers the au-
tonomy of workers’ own organisation.
This problematic leads one to an-
other terrain to assess the formation
of class.

In addition to the transformation
of “class in itself” to ‘‘class for
itself”, Marx also emphasised that
economic, political, and ideological
conditions jointly structure the realm
of struggle that have their effect on
the organisation of classes. It is not
the objective economic, political and
ideological conditions alone that
define the classes. Classes must be
viewed as effects of struggles struc-

tured by objective conditions that
are simultaneously economic, politi-
cal and ideological. This idea of
struggle giving rise to class formation
ensures the democratic functioning
of the party. The continuous class-
formation means continuous struggle
which in turn means continuous
motion in time. The society and its
form, Marx emphasised, is the prod-
uct of man’s reciprocal action. It is
not the relations of production alone,
the recognition of the oppression by
the oppressed for its reciprocal ac-
tion results in the formation of class
and their struggle as class-struggle.
The energy released by the struggle
creates an energy-field within which
both class and organisation and
party cohabit to influence one an-
other. This is the organic relations in
motion that causes continuous
change in the character of the class,
organisation and the party, and the
idea of a party always sermonising
the class which it claims to represent
is demolished. The dynamic process
emanating from the struggles that
determine the class formation vis-à-
vis moulding and remoulding of the
party also carries with it some extent
of indetermination. This is the demo-
cratic premise where Gramsci’s idea
of organic relations between party
and class makes sense.

In the context of dependent
economy like India, the democracy
deficit within the practising commu-
nist parties are primarily caused due
to neglecting the dynamics of party-
class relations and the influence of
patriarchal authoritarian pre-capital-
ist relations. Historian Ayesha Jalal
observed, “While caste has been an
important indigenous classificatory
scheme, Indians have never defined
nor divided up their social universe
exclusively in terms of caste. There
are innumerable local terms in us-
age of a class character. For in-
stance, in every regional Indian lan-
guage there are terms for sharecrop-
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per, labourer, small peasant, rich
peasant, landlord, moneylender and
so forth. Like the colonial rulers,
investigators of Indian society have
been so enamoured by caste that
they have paid insufficient attention
to the classification of Indian society
on schemes other than caste”. In
the caste-class dynamics, the radical
societal change of a country within
the ambit of global capitalist system
is always dependent on workers’
struggle and working class emanci-
pation to represent the idea of free-
dom and liberty of the people who
are engaged in a production system
in a continuous motion within the
complex of capitalist and pre-capi-
talist production system. Historian
Ranajit Guha of subaltern school,
conceptualised the historical articu-
lation of power in colonial India in
all its institutional, model, and dis-
cursive aspects as the interaction of
these two terms—domination and
subordination as D/S in short. Marx
showed when the organic composi-
tion of capital i.e. the ratio of fixed
capital and variable capital i.e. C/V
becomes too high in a capitalist
space; the capital tends to move to
a space of pre-capitalist relation to
ensure profit and accumulation. In
all stages of imperialism, these two
phenomena cannot be visualised in
an isolated manner. In a global
capitalist system, these two integral
components are modulated by the
latter in its motion in time towards
formation of working class both in
the production relations and in the
struggle against hegemonic and domi-
nant oppression. As discussed be-
fore, it is the struggle for democracy
that ensures communist character of
the party to be party of working
class. This struggle for democracy
has become more pressing after long
phase of neoliberal restructuring.

In a post-revolutionary society for
building socialism transcending capi-
talism, the struggle for democracy

becomes more intense and inter-de-
pendent on various fronts– state,
politics, economy and sociology,
though the basic tenet of Marxism
i.e. workers as the moving force of
socialism as they constitute the only
class that has the capacity to organise
production on its own once capitalist
relations are abolished, remains the
same as the organic relations be-
tween socialism and working class.
The capitalist economy envisages the
productivity of labour and produc-
tion system for generating surplus
labour as the marginal rate of growth
of labour productivity with regard to
the growth of capital, the marginal
rate at which non-capitalist places of
production are destroyed when the
productivity of capitalist labour ex-
pands, the rate of growth of capital
with regard to time, and the rate of
growth of population. This needs to
be reversed with Mandel’s idea that
productive labour is all labour which
creates, modifies, or conserves use-
values or which is technically indis-
pensable for realising them. The
nationalisation of means of produc-
tion, banking and finance may be a
good beginning, but it entails nothing
socialist provided the struggle for
democratisation of state, politics and
society is not considered as the driv-
ing force. It only provides a weapon
to support the working class for their
empowerment. But how can the ex-
isting state which has been evolved to
serve the interest of Bourgeois class
be used by the working class which is
not organised in the production sys-
tem at the national or global level?
The preliminary democratisation of
the state for building of socialism was
prescribed by Marx in Gotha
Programme based on his observation
of Paris Commune. But it should be
much more than that in the present
context of global capitalism. The
world not yet had another occasion
like Paris Commune to observe to
formulate further on democratisation

of state, but people have observed
the fall and dismantling of really
existing socialist states and the con-
tradiction between liberal democracy
and authoritarian or fascist state under
bourgeois rule. This experience nar-
rates that socialist state must retain
all the democratic parameters of a
well-developed bourgeois liberal de-
mocracy. One learns from the bour-
geois liberal state about what should
be continued and retained and people
know something new characteristics
of socialist state from what Marx
formulated from the observation of
Paris Commune – but the question is
what should be the new aspects of
democracy for a socialist state in the
present context of capitalism for its
transcendence? In Indian context,
there are some Marxist advocates
who think that institutional centre-
state federal structure along with three-
tier Panchayati Raj system with Ward-
Sabhas at the base can be a good
model for a new state where the
present top-down arrangement is re-
versed to make it bottom-up with
adequate devolution of power at the
base. It is important that question of
democracy should be brought to cen-
tre-stage in the Marxist discourse be-
cause Marxism in essence is about
democracy. In the production front,
to replace exchange value with use
value, productive reconstruction must
be decentralised in such a way that
production unit becomes autonomous
unit of associated labour to ensure
workers’ control i.e. democratic em-
powerment of the producers or labour.
But everything is destined to fail if the
fundamental tenet of democracy
evolved through the organic relation
between communist party and work-
ing class as discussed above is not
strictly adhered to for continuous class-
struggle and vibrant lively open de-
bate for revolution and to ensure the
process of withering away of state,
class and even democracy towards
communist society. ooo
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“SOFT FASCISM”?

Ascendancy of Capitalism in China
Harsh Thakor

T
ODAY EVEN UNDER XI
Jinping professing ‘Socialism
with Chinese Characteristics’,

China is masking itself as a Socialist
state or disguising its capitalist na-
ture. No doubt, it is a more progres-
sive state or economy than other
third world countries, with the state
administering the market economy,
and citizens enjoying more benefits
in all spheres of life. Post-1978 the
Chinese State completely undid or
reversed the policies from 1949-
1978.All positive features of China
today had their seeds planted in the
steps taken in the Maoist era. Since
1978 China reverted all the Socialist
methods, like dismantling the com-
munes and promoting profit oriented
production by inviting American
Special Economic Zones.

True, it is not classically capital-
ist like the Western Democracies and
its socialist modernisation road was
more progressive than Western capi-
talism. However even if state con-
trolled it is market forces that deter-
mine the economy, which has paved
way for mushrooming of billionaires.

After the death of Mao Zedong,
China became a bourgeois state.
China is definitely not a bourgeois
democracy, but, it is also not quite
a fascist state of the Nazi type. Its
practice could be categorised as “soft
fascism”. Here, the people are mostly
not convicted unless and until they
rebel to change the social system.
No publications are allowed which
try to educate and organise the
people in organising a revolutionary
movement. The Internet is severely
censored, as are foreign publica-
tions, films, etc.

Today like Cuba, in certain ways,
particularly citizen’s welfare, one

must defend China, from the lies or
conspiracy of the Western media,
but still must expose in essence, its
social–imperialist nature.

The working conditions of con-
temporary Chinese workers are very
poor. Workers are generally faced
with such dilemmas as long working
hours and strong work intensity, be-
ing often in arrears with wages and
being underpaid, insufficient social
welfare, minimum security of work-
ing environment, and illegal layoffs.

The standard working hours stipu-
lated by Chinese laws are 8 hours
per day, an average of no more
than 44 hours per week, and at
least one day off per week. How-
ever, according to the investigation
of data, the working hours of most
wage posts far prolong 44 hours. For
example, according to the statistics
of the National Bureau of Statistics
in July 2018, the average weekly
working hours of Chinese enterprise
employees in that month were 46
hours. (Including those bureaucratic
wastes that do nothing)

Wages are often low with wage
arrears, a routine feature. Construc-
tion workers’ wages are most seri-
ously in arrears. Most labour dis-
putes in China are caused by wage
arrears. In the context of the COVID-
19, wage arrears in China can be
seen everywhere. There are too many
cases of salary arrears. Wage arrears
are more likely to ignite the spark of
the workers’ movement.

On May 28, 2020, Li Keqiang,
then Premier of the State Council,
publicly said at the press conference
of the Third Session of the 13th
National People’s Congress: “The
average monthly income of 600
million people with low and middle

income and below is about 1000
yuan”. In response to the outside
world, the spokesman of the Na-
tional Bureau of Statistics said, “The
monthly per capita income of 600
million people is 1000 yuan, which
can be verified by the national house-
hold income and expenditure and
living conditions survey data”. Pri-
vate organisations have also investi-
gated the problem of low wages. For
example, according to the judgment
of a private survey organisation, if
the minimum wage should be 40%
of the average wage, it is suggested
that the monthly minimum wage in
Guangdong Province in 2019 should
be 3728 yuan in Guangzhou, 2331
yuan in Dongguan, and 2588 yuan
in Huizhou, while the minimum wage
in the fourth tier cities like Heyuan is
2298 yuan—while the actual mini-
mum wage in these four places is
only 2100 yuan, 1720 yuan, 1550
yuan, and 1410 yuan respectively.

According to the data of the
National Bureau of Statistics, in
2020, the basic endowment insur-
ance for employees will only cover
about 71% of urban employees, and
only 47% of employees will have
unemployment insurance.. The cur-
rent social security model in China
is the intergenerational compensa-
tion system, that is, the social secu-
rity provided to the elderly in the
same period with the tax paid by
the young.

On April 10, 2019, the report
released by the Chinese Academy of
Social Sciences showed that the
current balance of the basic endow-
ment insurance fund for urban en-
terprise employees in China would
be negative for the first time by
2028, after which the endowment
insurance fund reserve would decline
rapidly and the accumulated bal-
ance might be exhausted around
2035. It can be understood that
China’s current social security model
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—intergenerational compensation
system—has a tendency to collapse
in contemporary China, where the
aging population is deepening. This
is one of the important reasons why
the Chinese revisionist party has re-
peatedly enforced the birth restric-
tion. The reason for the insufficient
welfare of social security is that
many enterprises fail to pay social
security for their employees in accor-
dance with the law.

Production safety is supposed to
penetrate the whole production pro-
cess, but the authorities do not give
priority to this field of production
safety. Although many documents
emphasise production safety, this kind
of production safety only exists on
paper.

Many types of illegal layoffs were
tacitly given sanction by the authori-
ties. It is also important to point out
that the current situation of the
working people is deteriorating under
the wrong and extreme epidemic
prevention policy of the Chinese rul-
ing establishment. In areas where
the epidemic is grave, many facto-
ries have become redundant, and
workers have almost no source of
wages. Not only the factory workers
are facing such difficulties, but also
many takeout workers living in ur-
ban villages are seriously affected.
These takeout workers have to take
a quilt with them to sleep in the
street because they are afraid that
the village will be closed down and
they can no longer feed themselves
and their families. Some workers
engaged in shelter construction were
found infected after the project was
completed, but the Chinese govern-
ment just wanted to let these work-
ers leave quickly, and did not pro-
vide any medical support to these
workers.

Under the wrong and extreme
epidemic prevention policy, some fac-
tories in high-risk areas did not stop
working, and workers were ordered to

continue working but could not do a
good job of protection, resulting in
continuous infection of workers. These
infected workers are trapped in the
park without effective treatment.
Faced with such abominable working
conditions, many friends spontane-
ously resisted. However, the people
who bravely fought for the rights of
the working class were victimised by
Chinese government.

Most factories in China today
can be called “sweatshops” which is
the outcome of privatisation. In the
era of Mao Zedong, the factory
strictly abided by the provisions of
the “Angang Constitution”—“cadres
participate in labour, workers partici-
pate in management, reform unrea-
sonable rules and regulations, and
combine workers, leading cadres and
technicians”. Under the guidance of
Angang’s Constitution, the factories
in Mao Zedong’s era not only had
high status of workers, but also had
high enthusiasm for production,
which was conducive to the progress
of production technology. The ad-
vanced factory system like the Ansteel
Constitution only exists in the social-
ist society. Since the restoration of
capitalism, the Constitution of
Angang has also been eradicated.
With the abolishment of the Angang
Constitution and the restoration of
the “one leader system”, workers
lost their rights and were naturally
slaughtered in the factory.

Since the restoration of capital-
ism in China, the domestic workers’
strikes and other collective actions
ignited one after another. The vast
majority of these strikes and collec-
tive action incidents are spontane-
ous. According to incomplete statis-
tics, there were more than 14000
such incidents in the decade from
2011 to 2021. Some of these strikes
were led by Maoists, some by bour-
geois liberals.

Strikes are illegal in the Constitu-
tion of China. While being brutally

suppressed, these workers were
stigmatised as “colluding with foreign
forces”, which is a common practice.

China’s “new left” refers to the
trend of thought that was born in
the 1990s and is different from the
traditional Marxism-Leninism (Marx-
ism Leninism Maoism), so it is called
the “new left”. Their goal is to cul-
tivate the western “democratic free-
dom” trend of thought and its “criti-
cism” of traditional views, After the
counter-revolutionary coup in 1976
in the last century, those who were
stood loyal to Chairman Mao’s revo-
lutionary line in the Chinese party
and government were severely pun-
ished.. After that, the so-called left-
ist ideologies spread only when some
rebels who missed Chairman Mao
and escaped the purge secretly
publicised socialist theory through
legitimate magazines and pretended
to support Deng Xiaoping Theory.

The Maoist forces have under-
taken some practical work to win
the support of the masses, but mem-
bers basically act in their personal
identities, rarely in the name of the
organisation, because it is easy to
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expose their identities when acting in
the name of the organisation. They
irregularly carry out social surveys
on the working class, give some
common sense legal guidance to
workers who need to safeguard their
rights, distribute leaflets and post
leaflets. The content of the leaflet
includes an analysis of the current
society, as well as information about

the contemporary international com-
munist movement.

 The neo-Maoists have to make
a departure from conventional meth-
ods and devise new forms of
organisation in accordance to
changes in the digital age in produc-
tion and machinery. Still the Great
Proletarian Cultural Revolution meth-
ods are relevant, but people’s war

as path is outdated and even con-
ventional communist party vanguard
party concept has to be revised.
Unlike the 1949 revolution which
was rural based, the current revolu-
tion would be urban based. ooo

[The author is grateful for information from

an interview with Chinese Maoists in Beir

Bua Resistance Reports in Bearbua.medium

as well as East Asia Forum.]

CAPITALISM TODAY

Markets and Democracy: A Brewing Crisis
Anup Sinha

T
HE CAPITALIST MODE OF
production, in all its varia-
tions and specificities, share

one thing in common: it makes the
future seductively attractive, what-
ever be the present condition of the
viewer. The system promises wealth,
a comfortable life and greater op-
portunities to consume a larger va-
riety of goods and services, and
above all, the freedom to think and
act according to individual choice.
One can delegate the responsibility
of governance to one’s representa-
tives chosen through the ballot box.
The franchise of the ballot also
gives the individual the liberty to
change the representatives if their
performances are not up to the
mark. As far as livelihoods and
incomes are concerned there is the
right to choose whatever one wishes
to pursue, from starting a business
to becoming a corporate executive,
or working for government. One can
choose professions too–law, medi-
cine, academics, artist, and so on.
The formal equality of opportunities
and rights makes the system appear
equitable and fair. People can raise
their voices over grievances. The
system promises to work for the
long-term benefit of individuals and
groups. The state sets rules to pro-
tect each individual from the whims
and follies of others, as well as

provide protection for everybody
against foreign aggression. Markets
and electoral democracy are the
institutions that provide sustenance
to the system of capitalism. Text-
books extolling the virtues of capi-
talism claim that while people vote
in the market with dollars, the one-
person one-vote rule in the arena of
politics makes it possible to temper
the power of the people with the
bigger packet of dollars.

This is the reason why, in the
discussion about alternatives to capi-
talism–the economic as well as the
political pillars of the system –it is
claimed that there is no better sys-
tem available. The discussions usu-
ally take place in terms of the ab-
stract understanding of the ideal
structure of capitalism. Social and
economic outcomes can be influ-
enced with state policies, but these
are minor nudges that correct defi-
ciencies. They are not supposed to
break the structures of private prop-
erty, free markets and electoral
machineries. That is why the pro-
verbial democracy’s man-in-the-
street can always rely on the system
to look after him, if not today, then
certainly in the future. It is like a
casino game–win some, lose some,
win big, win small, hit the jackpot
or be ruined. When one is gambling
who wants to think about being

ruined? That is why, for over the
past 250 years the system has al-
tered in appearance but survived in
essence.

Despite the amazing success of
capitalism and the remarkable resil-
ience it has shown in terms of
withstanding challenges, there are
questions being raised once again
on the inherent strengths and weak-
nesses of capitalism. Markets look
increasingly unstable and unpredict-
able, shocking economic inequali-
ties and concentration of powers, a
rising trend of political authorita-
rianism in governments, the unin-
tended and adverse consequences
of technologies, and above all, the
threat to nature coming out of the
great human enterprise of growth
and development; have all contrib-
uted to making capitalism look un-
usually vulnerable.

The Markers of Inequality

and Concentration

One trend that capitalist market
economies exhibit is the growing
concentration of wealth and in-
comes. Enterprises based on private
property and facing competition
from other enterprises must neces-
sarily and continuously expand their
capacities to produce, capture larger
share of markets, gather innovative
power and keep making profits in
order to survive. There is an inher-
ent compulsion to grow for growth’s
sake. In this race some win, some
lose, some disappear, and some are
gobbled up by larger firms and
organisations. Larger firms in con-
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centrated markets typically have
greater control over prices and out-
puts. They have larger control over
input prices as they tend to be large
bulk buyers of material and labour.
The largest multinational compa-
nies in the world have spending
budgets that are larger than the
annual national budgets of many
small and developing nations of the
world. There are a number of impli-
cations of this trend. First of all, the
bigger a firm is the more likely is its
political influence and power to
shape government policies and rules.
The second implication is that the
bigger is the firm the bigger is its
ability to deter competition from
new but smaller firms in the indus-
try. The third implication is that the
bigger is the firm the larger is its
ability to stifle small business by
being in a position of power to
integrate allied businesses and ac-
tivities into its own domain. For
instance, distribution channels pre-
viously owned by small businesses
may be acquired by a large firm, or
ancillary goods producing units could
be bought and integrated. Large
firms not only keep growing in scale,
but also in terms of diversification
of products and lines of business.
They typically tend to become con-
glomerates. Income and wealth have
been increasingly concentrated
across countries as well as within
nations during the past 70 to 80
years. The recent World Inequality
Report 2022 shows the massive in-
equality in the world as far as in-
comes and wealth holdings are con-
cerned. The top 1 percent of the
global population holds 38 percent
of global wealth and earns 19 per-
cent of incomes. The next 9 percent
holds 38 percent of wealth and
earns 33 percent of income. The
bottom poorest 50 percent people
of the world hold a mere 2 percent
of wealth and earn a paltry 8 per-
cent of income.

There are a number of implica-
tions of this trend. First, it tends to
generate social misery, distrust, crime,
anger and violence. This, in turn,
tends to invite greater political
authoritarianism to suppress any
instability. The rich need protection.
The poor have to be contained.
The second implication is that the
inequalities tend to produce a par-
allel inequality in carbon dioxide
emissions so important in control-
ling climate change dangers. The
same data set shows that the top 1
percent emit 17 percent of green-
house gases, the next 9 percent, 31
percent, while the poorest 50 per-
cent emit a mere 12 percent of
global carbon dioxide. The notable
issue is that growing inequality is
built in to the life line of capitalistic
growth and continuity. It can be
reduced significantly by suitable
policies, but they are not. Why? Are
policy makers not as neutral as they
are claimed to be.

The Environmental

End-game

Before proceeding further, it is worth-
while probing one question that is
being increasingly asked: can this
indefinite growth of the economic
system continue much longer? Dur-
ing the past 200 years or so, the
production (both in scale and vari-
ety) of goods and services have
grown astonishingly fast and con-
tinuously. Think of the industrially
produced or industrially supported
materials and services one uses in
everyday life. The days of James
Watt and his steam engine has been
surpassed to the point of singularity.
A James Watt, if brought to earth
today, would have great difficulty in
recognising any of the everyday
goods people use almost out of
habit. This period was referred to as
the Great Acceleration in economic
progress.

Now, the data for the amount of
natural resources humanity has used

up during the same period of time
are being juxtaposed against the
data of the Great Acceleration. The
second set of data shows the Great
Depletion of natural resources. Hu-
man beings have a tendency to
master and control Nature often
forgetting that humans are also part
of Nature. The great machinery of
capitalism has looked upon Nature
as both a bottomless gift hamper
and a bottomless garbage dump.
People have used resources from
Nature starting with intensive use of
land, mineral ores, fossil fuels, fresh
water, cutting forests, turning forests
into agricultural land and turning
farmlands into urban spaces. Hu-
mans think there is more where the
last bit came from. The economic
system has facilitated the unplanned
mining of non-renewable resources
and the planned use of renewable
resources often beyond the point of
replenishment.

In the process of converting the
resources for everyday use wastes
are produced both at the stage of
production as well as consumption.
Wastes are regularly dumped into
open spaces, beneath the ground,
into open waters and oceans and
emitted into the atmosphere.

Two things are happening as a
cumulative result of this. First, re-
sources are becoming more and
scarce and society does not have
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alternatives in place yet. Second,
the enormous pollution from wastes
produced are also spoiling natural
resources like fresh water, clean air,
or the fertility of land. In short,
Nature is being destroyed and di-
minished. The most talked about
aspect of this crisis is perhaps Cli-
mate Change which is being brought
about by carbon dioxide and other
greenhouse gases emitted through
human economic activities of pro-
duction and consumption. Other
damaging signs like the sixth mass
extinction of species, ocean acidifi-
cation, freshwater scarcity, disrupted
bio-geo-chemical cycles and the large
impact of chemicals coming into
our bodies through processed food,
through cosmetics and polluted air.
Capitalism’s business as usual has
brought society to this existential
crisis, yet business as usual contin-
ues without much urgency about
the impending disaster. A couple of
points need to be noted at this
point. The first is that individual
awareness and changing one’s
lifestyle can be a solution if and
only if everyone thinks and acts in
the same way. It is a global prob-
lem requiring a global solution. If
the voluntary solution is deemed to
be difficult then the only alternative
is collective global governance. At-
tempts at this, over the last two or
three decades have not been very
successful at all, as even the latest
Paris Accord seems to indicate.
There is great faith in the marvels
of progress. People believe that tech-
nological solutions would come
about before any major disaster
strikes. It is time now to look at
technology.

The Rise and Rise

of Technology

One feature of the history of capi-
talism has been the persistent and
sometimes quite dramatic techno-
logical changes that constantly af-
fect the ways we work and enjoy

leisure. Starting with powered loco-
motion, electricity, radio, television,
cars, air conditioners, and not to
mention the breath-taking develop-
ments in the world of medicine and
surgery, all have contributed to trans-
forming lives of ordinary people.
More recently, the advent of the
computer and the internet have
accelerated these changes. New
products, newer versions of older
products, new apps, faster connec-
tivity, instant global access to infor-
mation and markets: these are some
of the changes one takes for granted.

Every technological change has
some de-humanising aspect: it dis-
places human labour and effort,
and with it a part of the dignity of
work and the associated traditional
norms and mores of human labour.
Recall, for instance, the famous
ballad of John Henry. Henry was a
railway construction worker and
found himself being displaced by a
steam drill. He competed with the
drill to show that he was as good
and efficient as the drill. In the
competition he died from trying too
hard. Slowly but surely, over de-
cades and centuries a large part of
the tedious human efforts in pro-
duction have been removed, where
efficient machines have taken over
from humans. The assembly line in
factories has been instrumental in
reducing human errors, while main-
taining uniformity of quality, while
also speeding up the process of
production. For the homeworker the
washing machine has liberated her
from the drudgery of washing
clothes. Instances are too large to
list.

The more recent information and
communication revolution of the
past three four decades has changed
many more things in a hurry–the
way we communicate, how we get
news about the world, and how we
entertain ourselves, gather knowl-
edge and verify facts. In the process

many new kinds of jobs have opened
up: the computer programmers, the
code writers, the analysts, the web
designers as well the hardware and
software engineers who man the
entire computer industry. Comput-
ers design products to perfection.
Life without a computer (or at least
a smart-phone) is unimaginable.
There is news and sometimes
glimpses of new things on the anvil
that will transform our lives in the
next two or three decades. The
grapevine has it that the most star-
tling developments will come from
the fields of bio-technology and
nano-technology–things to do with
living beings and things that will get
smaller and smaller. In this context
the terms Artificial Intelligence,
machine Learning and Robotics
along with Quantum Computing are
being heard quite frequently.

In a nutshell, the new technolo-
gies will be able to do existing hu-
man or even existing-technology
based machine-work much faster
and with complete accuracy. For
instance, these machines could drive
cars, wait on dinner tables, or assist
in complicated surgical procedures.
These machines are referred to as
forged labourers who can do work
at amazing speed and accuracy and
do it 24x7. That is only one aspect
of the new technology. The new
machines, when fed a large amount
of data, can figure out the best way
to do a task, and make predictions.
These machines cannot only take
decisions, but also execute them.
These machines are called synthetic
intellects. Though not available im-
mediately, these are on the horizon
in a couple of decades. In other
words, these machines with intelli-
gence can replace workers irrespec-
tive of the colour of their collars–
blue or white. This will be a new
inevitability. The world is seeing the
nascent stage of development of
inorganic life. What is estimated
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currently is that the jobs displaced
will be far in excess of new jobs
created. What the future foretells in
this context is that new technology
might make a large number of people
jobless and quite useless as far as
the economy is concerned. How
they will be sustained and what
kind of social problems will arise
out of this is anyone’s guess. If
there is trouble some power has to
control and contain it.

The Tight Knit of the

Political and the Economic

The political structure of representa-
tive democracy that goes hand in
hand with the development of capi-
talism suffers from a number of
constraints that are far away from
the formal elements of equality, in-
clusion and freedom. As the eco-
nomic system tends to mature the
more economic power gets concen-
trated in the hands of a few busi-
ness houses and corporations. These
are powerful in the sense that they
control a substantial share of the
markets in the economy. The politi-
cians who represent the people fo-
cus on the next election and how
might they win it and return to
political power for another period of
time. Winning elections means a lot
of propaganda, campaigning, influ-
ence in the electronic, print and
social media, along with pampering
of different lobbies who ask for
special favours in lieu of electoral
support. These, in turn, require
massive amounts of money to spend
for the support required to win (and
often control) elections. Somewhere,
the development of capitalism con-
verts the promise of the future ben-
efits for ordinary citizens into illu-
sions of prosperity. Slowly, people
begin to realise that the promises
will not be kept. Potential frustra-
tion and anguish can foment into
social and political violence. To sup-
press this the business bosses, want
a political system that is subservient

to their wishes and can do whatever
they want provided the rich and
powerful are protected. Hence there
is a win-win situation for the politi-
cal system and big business. It is a
symbiotic relationship that feeds on
one another. Faces and names of
leaders and firms might change, but
the essence of the relationship re-
mains the same. One difficulty with
the formal liberty of democracy is
that if a social group (say a political
party) questions the very founda-
tions of liberal democracy, then the
system is unable to handle that
kind of difference in opinion.

Given these trends, the political
system becomes corrupt, completely
subservient to the economic pow-
ers, controls as much as possible
ideas and news that come into the
public domain, and finally, become
more experienced with false prom-
ises, deceits and lies. If these fail, or
in times of social unrest, the system
is ready to suppress dissent with
force and violence. The formal struc-
ture remains free and fair, but the
real substance is meaningless to the
extent that the system can ever be
critically questioned. Not only that,
even a critique of existing practices,
policies or laws can be stifled ruth-
lessly if needed by the use of state
violence and humiliation like turn-
ing the taxman, or other investiga-
tive arms of government systemati-
cally against the citizenry. The po-
litical system serves its purpose by
doing a number of things: serving
and protecting the interests of the
rich and economically powerful,
ensuring political control of the vot-
ing mechanism, feeding ordinary
people with illusive goals and lim-
ited opportunities, and finally
stabilising markets through taxation
and monetary policies to keep the
economic ship from rocking too
much. It is in these senses that the
economic and the political threads
of capitalism are tightly interwoven.

Controlling Beliefs and

Ensuring Consent

What is being witnessed today is a
crisis of capitalism: chronic eco-
nomic and financial instability and
a world-wide rise in authoritarian,
illiberal governments. Liberal democ-
racy is on the backfoot against a
wave of right-wing governments with
fascists ideologies. This political trait
is a consequence of the inability of
capitalism to deliver long-term ben-
efits to the ordinary citizen: not
adequate improvements in living
standards, not job and livelihood
security, nor protection from global
crisis like climate change, or
internecine war and nuclear annihi-
lation.

To keep the capitalist system
going, the state has to be increas-
ingly illiberal. Control is the key
word. First of all, the state has to
control public opinion and beliefs.
This is done systematically by the
business’s control of media and by
persistent government propaganda
and national aggrandisement. The
second line of defence, if this is not
enough, is the use of force such as
police, security forces, and even the
armed forces if needed. During the
last 6 to 7 decades when the world
has not seen a major global war,
each country’s spending on internal
security and policing has gone up
manifold. New laws have come into
force that protect the state against
the dissenting citizen, some of them
quite draconian in nature. Finally,
to keep the control really tight and
fool-proof, new technologies are used
for surveillance of citizens’ behaviour
and actions, from what they buy,
who they talk to, which books they
read, which website they visit and
which places they visit. Indeed, this
private data about citizens are
needed by both business and gov-
ernment for different purposes and
there will be a struggle by both
these institutions to gather data fast,



F-14-17(55).P65 # 22
1st proof

22 FRONTIER October 22-November 18, 2023

and analyse them for patterns and
predictions. Dissent is usually gener-
ated initially by intellectuals and
thinkers, and then by victims of
state actions and deprivations. That
is why authoritarian governments
are highly suspicious of intellectu-
als. The surveillance technologies
help the government keep a tab
over thinkers and activists.

To achieve all this as smoothly
as possible, the state must be able
to create an enemy, an enemy that
is fairly near and tangible–a racial
or religious minority, immigrants
(current or from the past) or a
geographical neighbor with whom
the state has disturbed relationships.
It is claimed that the good times for
society can only follow when this
enemy (or enemies) are annihilated
or at least completely subjugated.
The good times will not be some-
thing newly constructed (because
most people are not credulous of
future images) but a reimagining of
an indefinite but glorious past. This
past (the golden age) is carefully
constructed with a set of lies and
half-truths. Democracy has a built-
in advantage for this transition to
authoritarianism: it is the power of
the majority rule. The political ma-
jority can be created through propa-
ganda or through influencing voting
outcomes–could be supporters of a
strong demagogic leader, could be a
racial or religious majority, or a
carefully constructed ideological
majority. The economic crisis and
the political crisis have become all
too visible.

Through the Mists

of the Present

Extreme economic inequality is toxic
to liberal democracy. Yet this in-
equality is inevitable given the eco-
nomic logic of capitalism. Inequal-
ity breeds delusions that mask real-
ity undermining the possibility of
joint deliberations to solve society’s
divisions. Those who benefit from

large inequalities are inclined to
believe that they have earned their
privilege. Those who demonstrably
do not benefit from inequalities can
be made to believe that they do,
like in USA racism is used to en-
snare poor white citizens into sup-
porting tax cuts for the extrava-
gantly rich minority, just for sharing
the same colour of skin.

Liberal equality implies that
those with different levels of power
and wealth nevertheless are regarded
as having equal worth to society.
Political equality, is by definition,
positioned to be compatible with
economic inequality. And yet when
economic inequality becomes ex-
treme, then the myths used to sus-
tain the equivalence of the political
and the economic, begin to crumble.
Then, to completely destroy the
previous (though mythical) reality
authoritarian politics replaces the
liberal ideal with the opposite of
equality: hierarchy.

To some people, the precarious-
ness of the present moment ap-
pears frightening. Yet this seed of
uncertainty was always there during
the last two hundred years or so.
Capitalism never promised anything
permanent or stable. Indeed, in-
stead, liberal democracy demanded
many things from citizens: partici-
pation, debate, effort, duties. A
degree of tolerance was required for
some amount of chaos and ca-
cophony. Capitalism has always al-
tered lives, destroyed livelihoods,
break up families, disrupted lifestyles,
and, above all, influenced the way
people accepted the world around
them–the social, natural, political
and economic. There is one differ-
ence from the perceptive expecta-
tions of the past and the current
moment is that the contemporary
shadows are darker and contain
existential threats–the environmen-
tal disasters looming shows that
humanity might be reaching the end

of the rope of using nature mind-
lessly, a world filled with weapons
of mass destruction that finish off
the world in an afternoon of blind-
ing light and heat, the arrival of
technologies that are likely to take
much of the human jobs over, and
might overwhelm us as a species.

Yet, nihilism is the worst bad
habit of the human spirit. It is not
the first time in history people pro-
claim (despite the threat of conse-
quences) that ‘all politicians are
crooks’, ‘all journalists are liars’ ‘all
businesses are corrupt’. It has hap-
pened in the past where nations
have faced deep skepticism, anti-
politics, whatever-ism. This was
called ‘qualunquismo’ in post-war
Italy. Modern history has sensitised
people to the fact that alternative
visions of our nations try to draw us
in. But maybe, picking one’s way
through the darkness, it might be
possible to resist the gloom. It is not
clear where humanity is headed to-
wards. But there must still be a way
to construct something better and
human. ooo
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MANY LOOSE ENDS

*South Asia in Crisis
Sushil Khanna

A
S THE SPECTRE OF THE
pandemic receded and econo-
 mies around the world

opened once again, much of South
Asia was engulfed in a severe debt
and balance of payments crisis. The
most dramatic was the case of Sri
Lanka. Unable to repay its credi-
tors, Sri Lanka was shut out of all
foreign financing. The supply of
essential imports like fuel, food and
even domestic transport of farm
produce collapsed, leading to hoard-
ing, and a steep jump in prices of
essentials from 40 to 200 percent.
The crisis paralysed the economy,
shutting schools and offices and as
anger mounted, people invaded the
President’s palace, and the top lead-
ership fled the country.

Pakistan faced a similar situa-
tion of imminent debt default a few
months later. First signs of eco-
nomic distress emerged soon after
Prime Minister’s Imran Khan’s gov-
ernment was defeated in a parlia-
mentary vote, and a new govern-
ment took over. The crisis again
manifested itself as a foreign ex-
change crisis and reserves declined
to a record low, while cost of im-
ports, especially petroleum zoomed,
thanks to the Ukraine war. It reached
its peak in March 2023 as the value
of Pakistani rupee declined and
prices were rising at the rate of 40
percent per month. As Pakistan had
not fulfilled its part of the bargain
with International Monetary Fund
as per the 2019 bailout, there was
little to hope of an early repeat
bailout. High inflation, a weakening
currency, and dangerously low for-
eign exchange reserves, along with
the high cost of doing business,
intensified the grim economic out-

look. Moody’s Investor Service, in
its latest report, warned of a pos-
sible default of $7 billion in repay-
ments due in the coming months.

The Pakistan's rupee depreciated
to a record low of Rs 287 per USD,
(from Rs 140; 1 USD in 2019),
following the delay in the negotia-
tions over the conditions for con-
cluding the agreement with the IMF
to unlock a $6.5 billion loan. To
avoid debt default Pakistan sought
commitments for new loans from
Saudi Arabia and the United Arab
Emirates. "We have received an in-
dication from Saudi Arabia about
getting something", the Pakistan
Minister of State for Finance said in
March end. Pakistan was to repay
about $3 billion of debt by June.
Meanwhile, the State Bank of Paki-
stan raised the key interest rate by
100bps to an all-time high level of
21 percent on April 4 (after a 300bps
hike in March), aiming to tackle
record inflation and stabilise the
economy.Pakistan’s economic crisis
would have deepened if the Interna-
tional Monetary Fund (IMF) bailout
was refused. Total foreign reserves
had fallen to $9.82 billion with the
State Bank of Pakistan holding only
$4.24 billion, which was enough to
pay for just three weeks of imports.

What has happened in Sri Lanka
and Pakistan is not so exceptional in
the region. Seemingly, the war in
Ukraine and the subsequent spike in
petroleum and food prices seemed to
be the immediate cause of the crisis
that has propelled India’s neighbours–
Pakistan, Nepal, Bangladesh and Sri
Lanka to approach the IMF for assis-
tance under its Extended Fund Facil-
ity (EFF) to shore up their fast-deplet-
ing foreign exchange reserves.

What is the basic reason and
structural weakness that have
plunged South Asia region into cri-
sis? Could India be, being the
region’s largest economy, play any
important role of assisting its
neighbours?

Despite the historical reality that
till the middle of 20thcentury, South
Asia was an integrated market under
British control, it is surprising to see
the high fragmentation and very low
economic integration, low trade and
economic relations in South Asia.

On the one hand, South Asia
has close geographical proximity and
the existence of bilateral and multi-
lateral free trade agreements
(SAPTA / WTO), on the other, it is
one of the least economically inte-
grated regions in the world. Intra-
regional trade in South Asia ac-
counts for barely 5 percent of the
region’s global trade. This makes
South Asia one of the most discon-
nected regions in the world, espe-
cially when compared with other
regions such as East Asia and the
Pacific, where intra-regional trade
accounts for approximately 50 per-
cent of the total trade, and Sub-
Saharan Africa, where intra-regional
trade has improved over the years
to 22percent. Intra-regional trade in
the South Asian region (including
Myanmar) amounts to only 5.6
percent (2017).

In fact, all South Asian coun-
tries trade on better terms with dis-
tant economies than with their own
neighbours. This can be shown
through an index of trade restric-
tiveness. Based on global trade data,
such an index generates an implicit
tariff that measures a country’s tar-
iff and non-tariff barriers on im-
ports. In India, Nepal, Pakistan,
and Sri Lanka, the indexes are two
to nine times higher for imports
from the South Asia region than for
imports from the rest of the world!
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In other words, instead of lowering
duties and barriers to their South
Asian neighbours, the SAARC coun-
tries discriminate against their im-
mediate neighbours in favour of
western imports.

The responsibility for this low in-
tegration lies with the ‘big brother’
India. Initially it was India’s import
substitution and industrialisation
strategy launched in the late 1950s
that disrupted historical trade flows
and movement of people and ser-
vices in the region. Rail and road
connections too were disrupted as
neighbours became enemies. Even
after India opened to the world in
1990s, it remained wary of its imme-
diate neighbours. Protectionist poli-
cies, high logistics cost and above all
lack of political will and a trust
deficit inhibited South Asian integra-
tion. What is more, India with con-
tiguous land borders with almost all
the countries of the region, ham-
pered closer economic ties amongst
them by discouraging overland move-
ment of trucks and containers through
Indian Territory. Thus, Nepal, Bhutan
and Bangladesh’s efforts to boost
intra-regional trade was made im-
possible as the goods needed to pass
through India.

With India turning its back on
economic integration, and even oc-
casionally harassing neighbours by
imposing blockades, the field was
left open to other rivals. China
stepped up its economic engagement
and offered concessional trade credit
to sweeten its entry into the South
Asian market. Some like Pakistan
had a long strategic and dependent
relationship with China, but other
South Asian countries too turned to
China. In 2018, China’s trade with
SAARC counties (other than India)
is approximately double that of In-
dia. Compared to India’s total ex-
ports of US$ 30 bn to its seven
neighbours,  China exports are at US
$ 60 bn. Even if Pakistan is excluded

- given its long-term dependence on
China, and the embargo on Indian
imports- China’s trade with India’s
other neighbours is above US$ 49
bn. Not surprisingly India’s economic
influence over its South Asian
neighbours is limited.

Despite the 2006 South Asia
Free Trade Agreement (SAFTA),
there has been little progress. In
SAFTA about 40 percent of India’s
imports have been on the ‘sensitive
list’ where duties are not lowered.
In addition, India has launched the
world’s second largest anti-dumping
investigations and imposed restric-
tions indiscriminately against all
trade partners. Though the largest
number of such investigations are
against Chinese imports, even South
Asian neighbours have faced anti-
dumping duties restrictions. Anti-
dumping tariffs and restrictions have
been imposed on imports of jute
goods from Nepal and Bangladesh,
on float glass and car batteries from
Bangladesh; on Vanaspati from
Nepal and Sri Lanka. Similarly other
countries which already have a large
trade deficit with India have im-
posed duties and restrictions. Since
2019, Pakistan has banned Indian
imports. All this has pushed South
Asian neighbours to trade with China
and ASEAN countries.

Another surprising feature of
SAARC economies is the similarity
in their economic structures and
weaknesses. All SAARC countries
have been poor exporters of manu-
factured goods and services, although
India with its expanding service ex-
ports is partly filling up the persist-
ing very large deficit in goods. All
the countries of South Asia have
continuous and large trade deficits.
Pakistan has the largest trade defi-
cits with imports being twice its
exports, but others too run large
deficits. So how do they finance
their imports?

Unable to provide jobs for the

teeming millions, South Asian coun-
tries provide for the largest outward
migration of poorly educated work-
ers, mainly to the Gulf oil produc-
ing countries, including nurses, con-
struction labour and domestic work-
ers. Thus, India accounts for about
5 million migrant workers (not in-
cluding skilled software personnel),
Pakistan has 3.3 million while
Bangladesh has 2.1 million and Sri
Lanka has 7 lakh, while Nepal has
5 lakh (not counting migrants to
India across the open border).

Flowing from this large labour
migration, South Asian economies
receive large remittances from these
poor workers who slave to feed their
families back home. India is the
world’s largest recipient of remit-
tances at $ 90-100 billion a year.
But Pakistan and Bangladesh too
are amongst the top 10 countries in
the world. This partly fills the gap
created in their balance of pay-
ments by poor export capacity and
large trade deficits.

As Table 1 shows, all South
Asian countries have significantly
large trade deficits. For all of them,
remittances were significant to fill in
the deficit caused by trade deficits.

In the case of India, remittances
in 2021 filled in the entire trade
deficit. In case of Nepal and Bhutan
the trade deficit was largely with
India and financed with Indian aid
(grants and credits). The remaining
three, namely Bangladesh, Pakistan
and Sri Lanka had current account
deficits as large as 3.5–3.8 percent
of GDP. That is because all three
have incurred large interest payments
on account of government and pri-
vate sector international borrowings
that are often as large as 40 per-
cent of their export earnings. This
fact explains their large current ac-
count deficits despite large remit-
tances. What is more none of them,
unlike India, were able to attract
significant foreign investment. Hence
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borrowing was from global financial
markets or bilateral and multilateral
assistance.

Sri Lanka and Pakistan

Both Pakistan and Sri Lanka have
been beneficiaries of China’s aid as
loan and credit to finance infra-
structure investment as part of the
‘Belt and Road’ projects. Repay-
ment of these loans became due as
several of these projects were com-
missioned. These repayments coin-
cided with the global hike in energy
prices.

As economies opened after the
Covid lockdown, the war in Ukraine
pushed up prices of oil and gas
which for all South Asian countries
form a significant proportion of their
imports. Current account deficits
widened for all countries. They
needed to be financed or imports
needed to be restricted, which the
countries found difficult to do.

But what caused the total break-
down in Sri Lanka and Pakistan? It
is argued that both countries were
limited in their response because of
their own respective political econo-
mies. In both these countries, it is
the elite capture of policies and the
breakdown of governance that were
key factors.

Pakistan, for two decades or
more, has been unable to manage
its balance of payments, especially
after 1998 nuclear bomb explosion.
As the West imposed sanctions and
official aid dried up, a panic-stricken
government froze all foreign cur-

rency accounts held by non-resident
Pakistanis. These NRP foreign cur-
rency accounts had remained insen-
sitive to changes in economic fun-
damentals. However, poor decisions
by the government in relation to the
freeze on these accounts, added to
the pressure caused by shrinkage of
official flows consequent on the
undermining of the ‘rentier’ value of
Pakistan in the region’s geo-politics,
produced a sharp fall in foreign
currency inflows and precipitated the
financial crisis . Even today, Paki-
stan finds it difficult to attract de-
posits and investments from its non-
resident citizens. According to me-
dia reports Pakistan faces capital
flight through illegal channels.

Since 1954, the IMF has been
forced to support Pakistan 24 times.
But according to many Pakistani
economists, the liberal and massive
American aid that poured into Paki-
stan in the 1980s, as the country
joined US campaign to oust Soviet
backed regime in Afghanistan, in-
fected Pakistan with the Dutch Dis-
ease like effect. The easy money
meant governments ignored domes-
tic resource mobilisation, and in-
flow of liberal foreign exchange
raised the value of Pakistani rupee
undermining industries and exports.

Since the beginning of the new
millennium and especially after the
attack on the World Trade Centre
2001, Pakistan once again began to
receive foreign assistance (reminis-
cent of cold war days), not so

much bilateral aid, but support from
the IMF and the World Bank. Paki-
stan has lurched from one bailout
to another with occasional episodes
of large assistance from Saudi
Arabia and China.

What is more successive govern-
ments have ignored IMF conditions
to raise more domestic resources.
Thus, 11 out of 12 IMF programmes
since 1988 were abandoned in the
middle or scrapped altogether —
and the country has become known
as a “start-stop adjuster”. Govern-
ments have tried to “game” the
IMF, and achieved partial success
each time. This time too, the IMF
programme of 2019, as large as 6
bn dollars was on hold as the
country’s governments continued to
ignore the conditions agreed with
IMF.

The recent crisis was triggered
by the fact that the war in Ukraine
coincided with the political instabil-
ity when Prime Minster Imran Khan
was replaced by Shahbaz Sharif.
That uncertainty grew whether the
government would survive the forth-
coming election.

Aggravating the crisis were un-
sustainable subsidies on power and
fuel which the politics of the coun-
try made difficult to reduce. It pre-
cipitated the suspension of the 2019
IMF bailout programme. Deepening
the crisis, Pakistan’s tax collection
has been low by South Asian stan-
dards, with governments able to
collect only 10 percent of GDP. The
Pakistani elite, like their other South
Asian compatriots are adept at
avoiding taxes. Moreover, the gov-
ernment has been reducing tax rates,
to attract investments. Also, Pakis-
tan’s saving, and investment rate
has been amongst the lowest at 14
percent of GDP, compared to 30
percent for Bangladesh, Sri Lanka
and India.

For years, Pakistan has lived
beyond its means with large exter-

Table 1

South Asia: Key Indicators from Balance of Payments Accounts 2021

Item Bangladesh Bhutan India Nepal Pakistan S.Lanka

Trade Balance+($ bn) -26.6 -0.53 -79.2 -12.1 -31.11 -6.5
(% of GDP) (6.4) (20.8) (2.5) (33.4) (8.9) (7.4)

Remittances ($ bn) 22.2 0.7 89.3 8.2 31.3 5.5
(% of GDP) (5.3) (|2.9) (2.8) (22.7) (9.0) (6.2)

Current Acc
Balance ($ bn) -15.01 -0.32 -33.4 -5.3 -12.26 -3.3
(% of GDP) (3.8) (12.0) (1.1) (14.80) (3.5) (3.7)

[Source: World Bank : World Development Indicators +Trade in Goods and Services]
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nal sector imbalances – namely large
trade and current account deficits
which required it to constantly bor-
row from friends and commercial
financial markets. It has failed to
attract foreign investments and faces
capital flight with rich Pakistanis
buying property and assets in Gulf
economies. Unable to meet its debt
obligations, Pakistan would repeat-
edly approach the IMF for support.

Pakistan’s external debt exceeds
$124 billion amounting to about 40
percent of its GDP. What is more,
30 percent of its external debt is
owed to China, which too has been
generous in granting loans to bag
construction contracts for its com-
panies, but it has become shy about
deferring repayments. Most recently,
China has agreed to defer $2 bn
loan repayment and provided $700
million as emergency assistance.

The case of Sri Lanka is curi-
ous. After the civil war in 2009, the
Rajapaksa family consolidated their
hold on the government and em-
barked on a rapid growth strategy.
The country embarked mainly on a
bilaterally financed infrastructure
investment programme. Alongside
these borrowings for investments in
ports, energy, and transport, the Sri
Lankan government also borrowed
by issuing international sovereign
bonds(ISB). Some $17 billion worth
of ISBs were issued from 2007 to
2019 which carried high interest
rates, often as high at 8 to 9 per-
cent in dollar terms.

On being elected as the Presi-
dent in November 2019, the
Gotabaya Rajapaksa administration
instead of tightening the belt, slashed
direct taxes. Personal income tax
exemption was raised from Rs. 5
lakh p.a to Rs. 30 lakh p.a. Simi-
larly, corporate tax was reduced
from 30 to 24 percent, agro-based
companies (tea plantations) and IT
companies were exempt from tax.
Value added tax (VAT) was reduced

from 15 percent to 8 percent. Fur-
thermore, in the name of simplify-
ing the tax system the government
eliminated the Nation Building Tax,
the Economic Service Charge, and
the Debt Repayment Levy. In a bid
to boost Foreign Direct Investment
(FDI), the government removed all
restrictions under the Strategic De-
velopment Projects Act, and firms
executing projects deemed strategi-
cally important were granted tax
exemptions for up to 25 years (many
were Chinese funded projects).

By 2020, largely because of these
populist measures to please the rich
and the corporate elite, Sri Lanka’s
tax-to-GDP ratio fell to a historic
low of 8.1 percent in 2020 and is
now among the lowest in the world.
These cuts even alarmed the IMF,
which generally favours tax reduc-
tion, as they sharply increased bud-
get deficits and the excess demand
leading to a sharp increase in im-
ports. The Covid lockdown and dis-
ruptions further reduced revenue
collection and required the govern-
ment to increase social expenditure.

Following reckless borrowing, the
country’s external debt rose to $ 58
bn or 65 percent of its current GDP
from 29 percent of its GDP by
2019. The share of ISBs in total
debt tripled to 36 percent by 2022
from 12 percent in 2019. What is
more, the36 percent debt on ISBs,
accounted for 70 percent of the
interest payment. Soon it was forced
to default on its commercial debt
and all short-term funding evapo-
rated. This debt default – announced
in April 2022 amid foreign currency
shortages, triggered blackouts, fu-
elled queues, and street protests,
which forced the Rajapaksa broth-
ers to flee the country. This resulted
in shutting off all foreign loans ac-
companied by capital flight from
the stock market as well as illegal
capital flight by Sri Lankan nation-
als, both residents and non-residents.

India provided short term loans
of about $ 1 bn to buy Indian
commodities including petroleum
products and supported the Sri
Lanka’s application for IMF - EFF
assistance. China, which like in the
case of Pakistan, accounts for 20
percent of the loans dragged its
feet, delaying the IMF agreement.

The crisis in South Asia points to
the high cost the region has paid due
to political differences and suspicion
resulting in the failure to see the
gains from closer economic integra-
tion. India as the largest economy
had an opportunity to help develop
its neighbours who would have pro-
vided a growing market for its goods,
several fold larger than the current
paltry total of $ 30 bn. A unified and
integrated South Asia would carry
greater heft and long-term resilience,
facing climate change to security
and economic challenges together.
Rather than look to western markets
and funds for development South
Asia needs to look towards its imme-
diate neighbours. South Asia’s sal-
vation lies in peace and closer eco-
nomic ties with each other. ooo
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