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Abstract

Throughout the 1990s the Hindu nationalist Bharatiya Janata Party (BJP) has claimed to stand for a
form of economic nationalism under the banner of ‘swadeshi’. However when the BJP entered office
at the centre at the head of a coalition government in 1998 it proceeded to articulate its justification of
economic policy in a discourse that made heavy use of the term globalisation. It also implemented
policies tha! appeared inconsistent with conventional Inlerpreiations of swadesti. In s paper I
review two arguments that could be used to explain the BJP’s decision to maintain and later extend
vofnvme that incvonced Indin’c intogration with the olohal economy — The first aroument is that the
BJP was ‘path dependent’ on decisions made by earlier governments and was obliged to adopt a :
policy at odds with its orientation. This approach also implies that globalisation introduces new
constraints that limit the policy options available to the governments of nation states. A second
argument is that the BJP leadership chose to articulate their policy using a narrative of globalisation
Jor reasons of poiltical cnoice. This IMplies (A ideds Grid (UEOLUgy Ure uj CURLInUIng tnpuriunce o

the determination of economic policy.
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promoting engagement with the global economy and has adopted a qualified rhetoric of globalisation.
This is a surprising outcome because the BJP is associated with the cause of Hindu nationalism and we
would expect the party to favour inward oriented policies. It is not at all clear that the economic
nationalism often described as ‘swadeshi’, that BJP allegedly favours, is consistent with globalisation.
While economic globalisation has generated a large and diverse literature it could be described as the

transformation of modes of production, financing and employment in ways that encourage
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nation state and obliges a more receptive attitude on the part of the state to the wishes of capital that is
often globally organised (Strange, 1995; Cerny, 2000). The notion of swadeshi came into popular
usage as a way of referring to the boycott of imports in favour of locally produced goods in Bengal
between 1903 and 1908 (Guha, 1997). The term has been given a variety of interpretations since then
bul the general empnasis has been on promotng the consumprion oI NOME Proaucea goods. Une way
of explaining the paradox of a party that favours economic nationalism and globalisation would be a
math denendent areument. According to this view the BJP had very little choice on entering office
except to follow the policies established by its predecessors and accept the norms forced upon it by
global market forces. One very direct way expression of this view puts it thus

‘If this was liberalisation from ‘above’ why is it that four Governments that have
followed the Congress(I) regime of 1991-96 have maintained the same features of the
reform programme" The reason is simple. The pre-1991 paradigm had exhausted itself
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same time there was no alternative paradigm on offer. So in an mtematlonal setting
where globalisation was the ruling ethos, all Governments - of the Congress (I), United
Front and the BJP-led coalitions - have persisted with the liberalisation programme as
originally devised. This is why reforms have been ‘irreversible’ and have been so since
the day in July 1991 when industrial licensing was abolished and trade liberalisation
was set in motion.” (Reddy, 2000)

L.K.Advani, a former President of the party and current Home Minister, took a more subtle view when
he described globalisation as

‘a phenomena that denotes the increasing integration and interdependence of the nations
of the world, brought about by new advances in information and communication
technology and new global-scale activities in trade and industry, globalisation is a
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fundamental fact of our times. Neither its reality nor its irreversibility can be
questioned. If anything, it is a development that bids fair to advance rapidly and in ways
that cannot even be fully envisioned today. This being the truth, any position that
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(Advani, 1998)

thiz sosor T provida an altamative molitical avelanation T arccent that in ecame recnects the RIP was
constrained but I argue that it has opted for policies that encourage the globalisation of the Indian
economy for reasons based on political choice. The assumption is that actors have a range of
objectives that they seek to achieve and they are able to make strategic choices from a number of
alternative courses of action available to them. [ accept that the BJP faces difficulties in the
constitution of its economic policy. Divided as a party and ruling in coaiition it faces a numoer ot
constraints. India’s cautio-us integration into the global economy since 1991 has also introduced a new
Aunamic  Fven sn the leadershin of the RIP retains a certain amount of autonomy in policy making.
One source of this autonomy is a sophisticated use of the rhetoric of economic globalisation. This
terminology helps the leadership to fashion a narrative that gives them space to pursue a policy,
predicated in many respects on globalisation, that is less than optimal to many inside the party. There
are a number of dissenters within the party, and the wider Hindu nationalist movement, who are
unnappy witil eatciual iivetaiisaiivn.  lu what fullows 1 assuind that party SHiSs are motivated oy
considerations of ideology and ideas about what constitutes the most effective economic consistent
with that ideology. In spite of constraints and external forces acting-on the leadership [ will argue that
the individuals in question have retain considerable freedom to act on their motivations. I also assume
that ideas are an important motivator of individual and collective action. While the focus of the paper
is not on the character of the Indian state, consideration is given to the argument that economic policies

reflect the disposition of class forces in India.

A path dependent explanation

An argument can be assembled that the BJP, once in office, found it very difficult to disengage from
commitments made by previous governments and found itself in a path dependent situation. This
section will set out the basis on which a path dependent explanation is constructed. The concept of
path dependence sets events in historic context. 1ne Concept originated in the discipiine ol econoInics
where it was argued that initial investment in one form of technology could profoundly shape the later

develanment of a particular industrv. The investment would generate early returns and make a shift to
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another technology expensive (Arthur, 1989). Accordingly historical contingency, rather than
technological superiority, might mark the development of an industry and set it on a particular
trajectory. In addition to the costs ot physical capital there are COSlS empodied In INSututions that are
established around the use of that technology. The significance of this argument have been applied to
tha realm of nalitics by a number of writers who argue that contemporarv outcomes have to be
understood in the light of events that preceded and shaped them (Collier & Collier, 1991; Putnam,
1993). These events reinforce later outcomes and make change very difficult. Pierson summarises

‘Each step along a particular path produces consequences which make that path more
attractive for the next round. If such effects begin to accumulate, they generate a
powerful virtuous (or vicious) cycle of self-reinforcing activity.” (1997, p.12)

[nstitutions nurture this dependence as they create incentives for certain types of behaviour. Breaking
away from a path incurs substantial costs, as the investment that went into establishing, maintaining
and developing institutions is lost. Costs are also incurred as interests that have a motive for
maintaining an existing policy or institutional arrangement may exact retribution on a politician that
initiates change. Politicians may get ‘locked in’ to a particular policy because of the costs associated

with breaking away from the path. The longer that a path is followed the more difficult it can be to opt
€57 an altarnative cource of action Thic inflavihility may reanire an evnoenane chack fa nhlige a chift
away from an entrenched arrangement (Pierson, 1997, p.38). The relevance of path dependency can be
illustrated by reference to a specific Indian case. The Nehruvian Congress Party to opt for a state-led
development strategy had important institutional implications (Chakravarty, 1997). A policy path was
established and an institutional framework put in place to implement it. These institutions funded,
supervised and reguiated deveiopment. 1hey Neiped 1o Nk INWrests W e rtuiing party and vuiid a
constituency that supported planned development. The institutions themselves also had an interest in
maintaining the svstem. Those emploved by the state or with privileged access to markets and
resources through the system of industrial licensing derived great benefits from the policy set. As the
state expanded its activity the system became more difficult to reform. The ‘licence permit raj’ tended
toward path inefficiency as it created opportunities for corruption, rent seeking and discouraged
innovation. Proposals to reform the unwieldy system of planned development had to overcome a great

1 . Y N V_w_ T3 b _atl oAl LB L dlin o adl Ta harraad Hlha mamma aF
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The state-led development approach did create a network on interests and obligations that grew

increasingly difficult to sustain. The fiscal crisis of the state and the perceived costs in terms of
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inefficiency suggested to influential policy makers that a shift towards an alternative policy approach

was desirable. It has been argued since that the 1991 crisis may have served as more of a pretext than

S T SR S e o PR BT M L R S e S P S SRy St o o R e b e o T i e

e e B i i e i L A ]

from the state-led model (Corbridge & Harriss, 2000).

Pierson identifies institutions and collective action problems as two contributing factors to political
path dependence. When assessing the nature of the path dependence created by the 1991 economic
reforms I have added two other tactors: interests and economic constraints. Pierson does not give full
consideration to interest groups that resist change. The possibility of resistance from interests
acenciated with a nnlicy ar eet of inctitutione muet enter a rafarmer’e calenlariane and thiie reinfarce an
existing arrangement. He argues that institutional norms and rules shape behaviour. Change may very
well involve changing institutions. This can be difficult where institutions are long established and
have a powerful impact on behaviour. One response is to incorporate interests under the category of
institutions. One does not have to be a pluralist to recognise that particular institutional arrangements
aLract long-standing Support o, and ollen Ncorpordte, iNerest groups. 1n e indian case, Jenkins
has drawn our attention to the informal institutions, such as political parties, that integrate interests
with the political system (2000, pp.151-171). Separating interests from institutions is analvtically
useful especially as some groups are more integrated than others. Economic factors contribute to path
dependence and warrant separate discussion. Prior to giving a full analysis of how path dependent the

BJP is [ will outline my political choice explanation.
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At the heart of my political choice based explanation of the BJP’s economic policy lie some
assumptions about the nature of the party and the impo'rta.nce of ideas. When interviewed BJP party
members insist that their party is ‘different’. This distinction is helpful because it draws attention to
the ideological nature of the party and, whether intended or not, to the close relationship that the party
has with the Hindu nationalist “cultural’” organisation, the Rashtriya Swayamsevak Sangh (RSS).
Individuals with close links to the RSS founded first the Jan Sangh and then the BJP for the purpose of
fulfilling the nhiectivee of the Hindn natinnalict mavemeant hv nalitical meane  Hindn natinnaliet
asserts that ‘Hindus alone, constitute the Indian nation, since they are the original inhabitants and sole

creators of its society and culture’ (Basu et al, 1993, p. 37). According to this view alien invaders,
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advocated by the BJP follow interests. This is not to argue that interests are irrelevant to the

construction of Hindu nationalism but rather that the relationship between ideology and interests is a

ramnlav Aane T An nnt arcant tha viaw that Hindn natianaliem ie a hamamanin nraniant dacimmad ta
< e - 40 not accent he wigwur That ZZincdu natienaliem e 2 aggemoenic project cooignec o

advance the interests of a particular class though it is certainly possible to detect an upper caste bias on
the part of the RSS (Jaffrelot, 1998, pp. 23-25). [ would accept that the RSS and the BJP are socially
embedded organisations and that the actions of their members do partially reflect opinions consistent
with their social backgrounds. If the BJP is beholden to an interest the most plausible case that can be
made Is that It is the KdD. AS Key leaders of the BJY nold widely divergent views Irom the K>S on
economic issues the party is clearly not articulating an interest based economic policy from this
direction. As a party striving to win elections the BJP cannot afford to neglect the interests of its
supporters but because it is an ideologically driven party it also seeks to lead its supporters. The party
also seeks to bring together a variety of groups into an electoral coalition united by common cultural
identity. The ideology of the BJP and its electoral strategy prevent it from articulating an economic
policy at the prompting of a particular class. This is of course presuming that class based politics is a
(Catuie vl Ludian puiltive. Yo 1iglhi US aLIc W IUSHLLY Bluups witll a shiaied SLUluLLIL LIS1est and
describe it as a class. However we have good reasons for assuming that in India class is fractured by a
variety of other identities and that collective action can take place around a number of shared identities
(Rudolph & Rudolph, 1987, p. 248; Varshney, 1997, p. 1739). Class action is possible but so are a
variety of other forms of collective action. This would enable us to say that the BJP, in the pursuit of

other aims or for electoral reasons, might implement individual policies that have a class bias.

practice is more easily applied in the Indian context. This suggests that consensus is confined to a
much narrower circle. It is also implies that ideas about what an optimal economic policy is do not
have to be culturally rooted though they are likely to be consistent with a particular ideology or
worldview. These ideas may also be influential because politicians see in them new ways of putting
togetner a political coanton (Hall, 1YY/, p.1$4). when 1 analyse OI the BJP'S turn toward
globalisation later in the paper I start with the wider nationalists aims of key party leaders. I then
demonstrate how views of what constitutes hest nractice fit with the nolicy currently being nursned 1
give separate consideration to the linkage between external orientation and the BJP’s geo-political

ambitions for India. I conclude with a review of how the concept of globalisation fits with the
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electoral strategy being pursued by the party. In the next section I will map out the evolution of

economic nationalism as promoted by the Jan Sangh and more recently the BJP.

A party of economic nationalism

The Jan Sangh, the predecessor party to the BJP, has been described as a party that was very much in
the shade of the Congress Party when it came to economic issues (Graham, 1990, pp.194-195). The
party did speak for what it considered to the interests of its core constituency, the small-scale sector
and the trading community. ‘T'he Jan Sangh also articulated a mild form of corporatism. The RSS
founded trade union, the BMS, was a critical part of this formula (Anonymous, 1992, p.19). The Jan
Sangh hased its ecanamic thinking an an aroanic view of caciety in which sach individual wae caan ac
part of a greater whole. Conflict was to be avoided by conciliation and compromise. By the late 1960s
there was some unease among the leadership about the loss of direction on economic issues. [t was felt
by some that renewed interest in socialism on the part of the Congress Government was highlighting
the conservatism of the Jan Sangh’s economic policy and that the party was in danger of losing touch
witll tile peopie. vt w e 1571 eiecuion e party adopied @ manifesto that focused explicitly on
improving the lot of the rural poor (Jaffrelot, 1996, pp.234-241). The poor electoral performance in
the general and state elections in 1971 and 1972 stimulated the party to evaluate its strategy. The partv
decided to engage in direct action as a way of strengthening the Hindu nationalist movement. This
meant the party was in step with, and was prepared to participate in, the ‘JP’ movement in 1974. This
move was supported by the Jan Sangh’s parent organisation, the RSS, who had sympathy with the
Gandhian approach of the veteran socialist. The ideological background to this approach was the
articulation of Hindu notionalict ideas using o Candhian idiom. This vicw was formally stared i 1065
by Upadhyaya, the party’s General Secretary, in the document ‘Integral Humanism’ (Hansen, 1998,
pp.293-294). The RSS appreciated Gandhi’s opposition to Western modernity and were willing to
endorse a campaigner, such as Jayaprakash Narayan, who stood for the Gandhian ideas of
decentralisation and support for cottage industries (Jaffrelot, 1996, pp.263-264). Gandhi’s notion of
dwadesni was aiso appropriated. 1he idea of home production tor home consumption sat easily with
the wider aims of the Hindu nationalist movement. Members of the Jan Sangh continued to support
this anproach to economic issnes when the narty meroed with ceveral ather annncitinn nartiac tn form
the Janata Party in 1977. Policies such as support for small industry and rural development were given

a priority by this first non-Congress government. However limited progress was made on the
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economic agenda as the Janata government collapsed under the weight of its internal contradictions

and the Janata Party split. The erstwhile members of the Jan Sangh established a new Hindu
natinnalict narty tha Rharativa Tanata Party in 1080  Hancen aronec that aconamic nalicy wae nat a
high priority for the nationalist movement before the 1980s as issues of identity and nationhood were
considered to be more important (Hansen, 1998, pp. 296-297). It could be further argued that while
the Congress Party eschewed a Gandhian approach the Jan Sangh had once again failed to demonstrate
its difference. The Congress Party, with its inward looking state centred development strategy, had
Strong Credentials as a party oI €COmnumic Nalonalism. 1NE reguiarion or [oreign investment ana me

protection of domestic industry by high tarriffs serve to underline this point.

The Congress move towards liberalisation in the 1980s provided an opportunity for the BJP to
differentiate itself on economic issues. Even so it was not until the 1990s that the party was able to
make significant use of this new ideological divide. The BJP continued to argue in favour of Gandhian
socialism and rural development but it did not gain a profile because of its stand on these issues. The
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opposition (Varshney, 1999, 238-244). The BJP opposed these reforms on a number of grounds.
Congress stood accused of capitulating to the interests of multinational corporations and the World
Bank (Hansen, 1998, p.299). The minority Congress government led by Rao in 1991 took up the cause
of liberalisation again. The reforms were more thorough going than any attempted earlier. The wider
political context had changed as the BJP had won 119 seats in the 1991 election. This achievement
gave an indication that it might one day be possible for a BJP government to rule at the centre.
Follawing the demalition of the Rahri Maciid an A Nacamhar 1007 and tha dafaate inflictad on tha
BJP in the 1993 state elections, the party was keen to broaden its base. It was anxious not to be
perceived as a party simply concerned with religious identity. Thus economic issues were given a high
profile by the party leadership. It was an opportune moment, as the Congress Party appeared to have
abandoned its nationalist principles in the key area of economic policy. This was not a simple matter
TOr tn€ BJI. 1T Nad 1ong supporied e Internal liberalisation Of tne Indian economy. Al lne same ume
some party members and the RSS strongly opposed the external liberalisation of economy whereas a

number of kev leaders had more ambhivalent views (Ghosh. 1999 nn. 284)
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The BJP campaigned vigorously against the Congress decision to sign the treaty replacing the GATT
with the WTO on the grounds that India’s national sovereignty was threatened. The BJP joined a
range ot parties and interest groups that opposed the signing. ‘The party and the RSS affiliated
Swadeshi Jagran Manch (SJM) organised a series of demonstrations and protests in early 1994. The
nrotests were extended to inclide the activities of multinatinnal carnnaratinne in Tndia  Thic wae
epitomised by the campaign against the Enron project outside of Bombay. The SIM, backed by the
BJP, alleged that the project was poor value and that it was tainted by kickbacks (Gordon, 1997, p.78).
The protestors demanded its cancellation. The Enron protests may have given the impression that the
BJP was hostile to multinationals and FDI. Yet the Enron contract was eventually ratified in 1996 by
HIC DT =511y SCua Loalltivil Siais gUVSLILLGHL 11 vidilarasiiid, 1Here Were Cerainly some memoers of
the party who took this point of view. However a number of senior figures, including Vajpayee and
Advani, did not share this attitude. Party policy, leading up to the 1996 election. did not rule out FDI
but rather argued for priority for Indian capital with FDI being permitted where it would enhance
export capacity or introduce new technology. FDI was to be discouraged in some areas of the
economy, such as consumer non-durables (BJP, 1996, pp.64-65). The BJP entered the 1996 election
with a considerable amount of ambiguity surrounding its economic policy. It was closely associated
with the PSS an orcanieation hostile 4o MNCo and the anoe of forcion casital Oboorrors o
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uncertain as to the party’s likely attitude to MNCs (Ghosh, 1999, p.298). Writing in 1996 Lakha
described the attitude as ‘lukewarm’ and argued that without a more positive attitude a future BJP
government would fail to promote export growth (1996, p.281). The BJP had clashed with Congress
over the GATT issue but party policy supported many of the reforms initiated by Congress. The term
"swadesni’, Commonly understood as IMplying Srict economic nationalism, was used heavily by
members of the RSS and the BJP but it was not always clear how the term was being employed. It was
also apparent that senior ficures in the partv held divergent views on economic nalicv. In summary
we have in the BJP a party that is first and foremost a nationalist party. It is not a straightforward
political party because it is associated with a broader Hindu nationalist movement that seeks the
transformation of Indian society. The ideology of the BJP inclines it towards economic nationalism
yet there were signs that by 1996 that the party was softening in this regard. The ideology of its

¢ .. *. i | ™o . 1 al -~ - .. 11 e . 6 1.
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The break with Economic Nationalism

The BJP had directed attention away from its economic policy by attacking the performance of
Longress since 1Yi. it won W rgest iunuer ol scaly Ui e 1770 cleviun and was asnod v tuti a
government. It was unable to do so but observers caught a brief glimpse of how the BJP might behave
in government. It is impossible to extrapolate from the 13 days in office but there was evidence of a
shift in policy. Jaswant Singh was appointed as the new Finance Minister. He had a reputation as a
supporter of economic reform and external liberalisation. Shortly after entering office Singh made it
clear that he would stand by the commitments made by the previous government (Ghosh, 1999, p.300).

Jaswant Singh was not re-appointed as Finance Minister when the BJP successfully assembled a

. e e B d  TANO Alanilae Té osiimn mrrosantad ot tha timaa that thie siran hacniiea ha wiine
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unacceptable to the RSS (4sian Age, 21/3/98, pp.1-2). Instead the post was given to a compromise
candidate Yashwant Sinha. However Sinha did not prove to be a hardline economic nationalist either.
Just after his appointment he made it clear that multinational corporations had nothing to fear from the
new government (dsian Age, 21/3/98, p.1). The BJP led coalition government did not deviate
significantly from the reforming trajectory of the previous United kront and Congress governments.
The emphasis was on continuity and gradualism as the minority government was routinely de-
ctahilicad hv ite tranhlecame nartner the ATADMEK  The Finance Minister stated at the beginning of
his term in office that the government would follow a swadeshi approach to economic policy. This
approach that would ‘protect and promote’ national interests but it would not be used as a justification
for defending the inefficiency of Indian industry (The Hindu, 6/4/1998). Sinha’s use of the term
swadeshi left much unsaid though he implied that some areas of the Indian economy needed
protection. He aiso stated wWar e govEIMmMent wouid De disCerning about WIS SEuturs W witici fuieign
investors would be given access (Indian Express, 6/4/1998). Later that month Sinha was refined his
nosition when he stated that an economic policy based on swadeshi did not mean that the government
was hostile to MNCs (4sian Age, 22/4/98). As it turned out evidence of swadeshi-based policies
proved hard to come by. The government was criticised by the SIM for allowing foreign investments
easy access to the Indian economy and for not applying the principle of swadeshi rigorously (Asian

Age, 3/9/98). The government announced in December 1998 that it would introduce a bill that would

i 4 o e, e B AL L e LB mbiiins Tl imimread danalvi mmmtunsranaial ittt tlaia
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RSS and a number of BJP backbenchers (4sian Age, 15/12/98). Prime Minister Vajpayee asserted the

right of the party in government to decide matters of policy and the bill was introduced with support
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religious minorities and pseudo-secularists have in various ways fragmented the cultural basis of the
nation and have weakened its natural religious unity. The RSS seeks to undo this legacy and aims for
nothing less than the transformation of India and the creation ot a homogenous Hindu society. It 1s my
contention that the leadership of the BJP has an ideological agenda that motivates their actions. A
ralatad acenmntinn ic that winning electinne ic imnartant for the RIP hut elections remain a means to
an end. Mere office holding is insufficient. However we need to be careful that the BJP is not
understood, as some commentators would have it, as a mere front organisation for the RSS. The
relationship between the BJP and the RSS is much discussed and it is a topic about which members of
both organisations are sensitive. The relationship is a certainly a very close one. The leadership of the
K3 1S accorded great respect and IS VIEws aic kel SSIvusly. ivially SCuivi DJII ivausis aie aiou
members of the RSS. However the BJP has demonstrated a certain amount of independence,
particularlv in the area of economic policy, from the RSS while in office at the centre. State units of
the BJP have also taken decisions that run against the expressed views of the RSS. I would
characterise the relationship as one in which the RSS remains highly influential even though the BJP
has achieved a certain distance from its parent organisation. This leaves a party that is ideological in
outlook and subscribes to the general aims of the Hindu nationalist movement spearheaded by the RSS.
At the samc Smo the Mindu nationalist movement of which tha RID ic a narf ic nat entirely

homogenous and particularly within the party it is not unusual to encounter subtly different

interpretations of ideology and disagreements about policy.

This brings me to the role of ideas in shaping economic policy. Peter Hall outlines three broad
These can be described as ideas subsequent to interests, dominant ideas of best practice and ideas as
conctitutive of meaning  The third account offer rich insichts into the ways that economic ideas
become culturally embedded and set the boundaries as to which policies are considered appropriate to
a particular nation state. To borrow a phrase this approach could be characterised as the national
‘common sense’ on economic policy. It is not an approach that [ will follow up here because ideas
about what constitutes appropriate policy in India have been rudely disrupted since 1991 and it would
De Premaiuie U suggest iliai LISt 1> uaiivial vulswisus aivuing e principics that Should order the

economy. I do not hold the residual view that interests are prior to ideas as a motivator and that ideas

come into play as a supplementary variable. It would be misleading to suggest that economic policies
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from the Congress Party. The government fell in April 1999 with many reform issues pending,
including the insurance bill. The BJP fought the election at the head of the National Democratic
Alllance (INUAJ, 1TUS alllanes miviuded d nuinuel vl sinaiier teglonal paries. 11e DJE did not issue a
separate manifesto but instead signed up to the agenda of the National Democratic Alliance. The
agenda promised to continue with the economic reforms with the qualification that they would be
informed by the principle of swadeshi. The NDA made sufficient gains in the election to enable a
majority coalition government to be formed. Immediately after the election it was made clear that the
government would press ahead with a reform process that had become stalled by the weakness of a

succession of coalition governments. The legislation on the insurance industry was introduced and

maccad Tha aatrarmmmant alea mramicad ta smaasra an A tha fnnnan A rrmmvatina? A caFmaan
e mma maa it maamasaman wwriar Lra Aiaariremas ba LRAn T Al LU MWLM oo iins SUAleLGIURL UL L Ll ilio.

Path Dependence and the BJP in office

In what follows I will examine the factors that might have made a shift in policy so costly for the BJP
that it might have been the case that the party remained committed to globalisation because the
leagership were not prepared o pay the cost of adopting an alternative economic policy. 1 will
examine the incentives that have been established around the reform trajectory in the four categories of

institutions. interests. collective action and economic eonsiderations

Institutions

Pierson argues that the institutional density of politics encourages path dependence. However the
institutional consequences of the reforms since 1991 have been uneven. The reforms have been
pullliuaﬂ; luauasbh‘l anu Putauu\.‘l ;u\.li;m,i.ly. Ll ulder W avuld 11;511 pLuﬁIc ol veriain u'uaugca Lave
been delayed. Other changes have been pursued by informal means. Thus labour markets have so far
not been reformed by legislative means. One implication of this approach is that the reforms can be
slowed or accelerated according to circumstances and without incurring heavy costs. Other evidence
suggests that economic issues have a relatively low public profile and it is not clear that symbolic
changes in policy direction would carry heavy electoral costs (Varshney, 1999). It is certainly the case
that bureaucratic influence over economic matters has been reduced but the overall impression is that
the raforme hova not haan oivan colid fanndationg in nave formal inctiturional abriotieas . Dafhemo thot

-would put certain things ‘out of the reach’ of elected officials, such as outright privatisation and the

creation of an independent central bank, have not occurred. The strongest institutional change
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introduced by the Congress Party was the ratification of the Dunkel draft. This made the Indian trade

policy subject to the rules of the World Trade Organisation and with the passage of time it has become

tmananmimaler Al rrm l+ +n nIJnﬂ]n thin imtminian T+ AamAnlAd laa asmiiad that fmmmmnmtned fnrnaata ~F ik DTN
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policy have been path dependent on this agreement. Thus the government was obliged to reform
patent laws and lift quantitative restrictions on imports because of earlier decisions. Conforming to the
WTO regulations was not inevitable but avoiding them would have incurred significant costs. Another
important institutional change has been the devolution of responsibilities to the states (Jenkins, 2000).
‘Those states that have gained benetits from [iberalisation provide institutional support for the new
approach to economic policy. The states are an important area of institutional depth in India’s political
custem  Ac Tenkine hac argned come of the mnoct cionificant chanoe hac takan nlace at tha laval of
informal institutions. To'the extent that politicians have created new structures of extraction and

patronage there is an institutional bias in favour of continued liberalisation.

Interests

The pust-i¥71 [elunns S€L e CCUNVINIC pulicy pursued Dy e Indian swae on a new patn. It 1s
important not to exaggerate the pace of change but many institutions and interest networks have been
modified as more market friendly reforms have been introduced. Among the innovations were closer
relationships between the Indian state and the World Bank and the IMF. Policies towards foreign
capital were relaxed in a number of ways. Foreign institutional investors were given much greater
access to Indian stock markets. Foreign direct investment (FDI) was also liberalised. This has
strengthened the interest of foreign capital in India and it adds to the momentum for further reform.

P PR b ...........-._...; mamm e TaLL I d ul o = 1 TRID
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insurance industry. Any ‘rollback’ of the reforms would meet with resistance from these interests.
However overall levels of FDI remain low and a regulatory regime remains in place for foreign capital
(Economic and Political Weekly, 6-12/5/00). While successive governments have courted foreign
investors the implementation of policy has not been unduly lenient towards new investors (Vicziany,
1999). ‘The relationship with foreign capital has changed but the Indian state still accords greater

priority to other interests.

The relationship with the World Bank and the IMF has not compromised the sovereignty of the Indian

state in the ways that have been experienced in other examples of structural adjustment. Following the
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early restoration of Indian’s foreign exchange reserves, and the careful management of external debt,
India was able to minimise the influence of the IMF. The relationship continues to be marked by
respect DUt It 1S NOL based On obiigaton. LIKEWISE 1T IS a mark oI India s Status and macro-economic
competence that the World Bank has accepted that reforms have to be politically managed. The World
Bank and the IMF do constitute an interest but it is not one that has a heavv bearing on the conduct of
economic policy in India. The two Bretton Woods institutions have reason to be satisfied with the
changes since 1991 but successive Indian governments have delayed reforms and the crucial
agricultural sector has yet to be significantly de-regulated. Other issues of concern to external
observers, such as the level of the fiscal deficit, have been dealt at the pace suited to domestic political
Industrial capital might be expected to be a key constituency supporting the reforms. This ‘interest’ is
not homogenous and some elements of liberalisation have been preferred over others. Many Indian
businesses derived great advantage from being sheltered from foreign competition under the old state
centred policy. Those with good political connections were well placed to benefit from the industrial
licensing system. They had the resources to expedite investments approvals through the Byzantine
cuetem nf contrnle Onee earahliched in a market fhp}; wnnld nften he r\rntprtpd from domactie
competitors through the restrictive licensing system. It has been noted that medium sized businesses
excluded by the old system have been key supporters of de-regulation (Bardhan, 1998, p.125). A few
businesses, such as Reliance, had an international orientation and did not fear international
competition. They also supported liberalisation because it would make it easier for their organisations
W DUl Up UICHIEAUUIEL Producliun HELWOIKS (Cragy, 1977, pp.16-23). LCdsing LOICIgn exchange
controls and making it easier for Indian companies to obtain funds from international markets have
been well received. However other aspects of globalisation. such as the lifting of quantitative
restrictions and easing rules on takeovers, weaken the position of domestic capital and gain only

reluctant support.

Collective action

NiAaurnnm amminn Hhink fla AER anlee: Al cmacdicalc s nmmadicniad aallanilein mabine ealenn Alme e AILET LN
I R e ) T R P TE 5 VUULIUIIGICGU CUIICOLL YL QU LU HIGINGO SR Wil
)

(1997, pp. 25-28). Success requires a great deal of effort and high start up costs for uncertain returns.

The elite nature of economic policy in India making reduces the height of this barrier to change though
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to the extent that there is an elite consensus among party leaders and high ranking civil servants around
the desirability of reform there is a bias towards policy consistency. The implementation of policy,
witil @ wider range ol government oilicials at e swae and cenual ievel invoived, raises greater
problems in the event of a policy shift. It should be noted that implementing market friendly reforms
has not been straightforward in the face of this inertia. In other words there are costs associated with
proceeding with reforms as well as reversing them. In narrower political terms the realities of coalition
government introduce a constraint. The regional parties favour continued reform but this support is
qualified. They are in the main pragmatic supporters of liberalisation and have no great enthusiasm for

measures that impact negatively on their sources of revenue and their constituents. The BIJP also

g b DL IR, R S ©- L - LA SR | R L b [ I = R e D KR TR S R SR L ST e
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majority in the cabinet as well as holding such key posts as the Finance Ministry. The coalition
partners have obliged the BJP to compromise on policies based on their Hindu nationalist agenda but

not in the area of economic policy (Jaffrelot, 2000).

Economic Constraints

India is somewhat unusual among cases of structural adjustment because it has enjoyed a degree of
macra-econamic cuccece The acanamy hac avnarienced recnectahle arauth ratec inflation hac heen
contained and the level of external debt has been reduced. However the economy still has structural
weakness and these have implications for the types of policies pursued by any government. Export
performance has improved since 1991 but the liberalisation of imports, which began in the 1980s, has
contributed to a balance of payments gap. This has yet to result in a balance of payments crisis as the
increased kUL and portroilo investment has covered tnis gap. I does mean that policies that
discouraged capital inflow would create balance of payment difficulties. More seriously the Indian
state is faced with a latent fiscal crisis. It was estimated that in the financial vear 1997/ the Central
Government could only fund 76% of its revenue expenditure from revenue receipts. Of this
expenditure 36% went on interest payments (Government of India, 1999, Table 2.2). The successful
management of external debt has been at the expense of high levels of internal debt. This fiscal
shortfall reduces the amount of money available for public investment and encourages a dependence
fell significantly during the 1980s because of buoyant public spending. It appears that this trend has

stopped with reductions in public spending in the rural sector (Corbridge & Harriss, 2000). Official
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policy to reduce povefty is now predicated on achieving high levels of growth based on external
orientation of the economy (4sian Age, 6/12/99). There is of course a debate as to whether this is the
most effective metnod of reducing poverty DUl there remains ine nagging quesion ol Now a IIscaily
constrained state could fund increased social spending. One alternative is to increase taxation on the
mral middle classes. However successive governments have not been willing to confront this under-
taxed group. Ironically one of the reasons that made globalisation an attractive option is the domestic

bind that successive central governments have found themselves in when trying to fund their activity.

In summary there were a number of costs that would have encouraged the incoming BJP coalition in

1TAND i- Lo el damne dns Tha waFrvias vmumnnnnn han nacisead infliiantinl crmeart at hama and alhirnad
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[nstitutions have to an extent been restructured to fit changed circumstances. The Indian economy has
certain structural weaknesses that make external orientation an attractive short-term palliative. It is
worth stressing that while costs had accumulated by 1998 it was still relatively early in the reform
process. The presence of interests opposed to reform and the insulation of the state from external
pressure made alternatives feasible. Une alternative would nave peen to aclay rerorm ratner tan to
engage in an overt reversal. Another alternative is a more strategic development strategy orchestrated
hv the state that is not denendent on full external liberalisation. The suggestion of Corbridee and
Harriss’ review of the Indian economy in the 1980s is that respectable growth rates could be achieved
on the basis of carefully directed public spending. However there is no denying that a reversal of

policy would have incurred significant costs and involved some very difficult decisions.

A X all B:l)cudcu‘t ‘cumveiswn g
In spite of the pressure for continuity I will argue that the leadership of the BJP had political reasons,
independent of any path dependence, for continuing with an economic policy predicated on globalising

assumptions.

A Kkey explanation for the turn away from swadeshi based policies lies 1n the nature ol Hindu

nationalism. This ideology emphasises, among other things, modernisation and national achievement.

Thnea RIP laadare that giwp analifiad ciinnnrt ta the idea af olahalicatinn da nnt <ee it as an ontricht
i 1 — —

contradiction of their ideological views. On the contrary they take the view that the most effective way

to pursue their nationalist ambitions, to the extent that they impinge on economic matters, lies in an
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outward orientation of the economy. This is not necessarily because external orientation represents the

ideal match with Hindu nationalist ideas, important inconsistencies remain, but it offers important

hce aflin thant msa mmb asrailalla svamdaa At aallne mmbinaa MlA AR At a e e Sl e i s IR
IETErFTp s T S L L T POV TPt eren e T e Ty e

the RSS and the SIM is not the only approach consistent with the ideology that motivates members of
the BJP. Economic nationalism is often understood as support for measures that distort trade and
control the inflow of foreign capital. Such policies would limit the activity of MNCs inside India. The
term ‘swadeshi’ is interpreted quite strictly by the RSS and the SJM. It is taken to mean that Indian
industry should be protected trom toreign capital and as tar as possible self sutticiency should be a
goal of government policy. The position taken by many within the leadership of the BJP conforms to a
munch loncer definition af econamic nationaliem  The averall aim ic ta nramante the natinnal seanamin
interest. It is of course possible to defend such a position as economic nationalism but as Burnell notes
it is unexceptional because most governments would claim to do so (1986, pp.26-28). One way of
tightening the definition would to be to distinguish those governments that are willing to pursue the
national economic interest without regard for the welfare of other nations. Evidence of such disregard
WouId DS @ willIguess W Ulcak e Uiy tial guvell uielnaivual uade (butueil, 1960, pp.29-30).
The evidence here is that the BJP-led government, with the lifting of quantitative restrictions and the
patents legislation, has moved towards better international citizenship in this regard. The leadership of
the BJP is pursuing nationalistic aims through its economic policy. However the approach is an
indirect one and it is articulating a form of economic nationalism that is much less distinctive in terms
of discriminatory policies adopted. The objectives pursued retain a certain consistency with Hindu

nationalist ideology. Three broad themes stand out: external deprivation, modernisation and national

hands of external powers. As an RSS pamphlet puts it

‘There is a need to recreate the self-confidence of the people of Bharat. Not so long
ago, Bharat produced such superior yarn that Britain had to ban the sale ot textiles from
Bharat. Likewise, Bharat produced the best steel in the world ... That the indigenous

science and technology of Bharat were deliberately crushed by the West is undisputed.
Curionsly the came colonialict intervention fram the Weat cantinniec aven an the eve of

the twentyfirst century, now in the form of GATT, World Bank and IMF
conditionalities’ (Anonymous, 1992, pp.31-32)

17
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The external threat remains under globalisation and takes new forms. In a significant re-interpretation
Advani does not scapegoat a specific enemy referring instead to the danger of financial ‘contagion’

PR LTt

\1770).

Hindu nationalists have routinely perceived themselves as progressive reformers who were keen to
modernise India. This can be seen in the symbolism of the RSS that draws unapologetically on
Western forms of dress and military organisation (Jaffrelot, 1996, p.37). The aim was to achieve a
blend with local traditions that would create a dynamic movement that would help to create a forward

looking and resurgent India. This theme was articulated in the 1996 general election manifesto

: + i i i ke D |
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fresh capital. A modern India to the BJP is not a westemlbed India; a pale copy of the
Western economic models.’ (BJP, 1996, p.34)

This was taken up, without the xenophobic twist, at a number of points in the Chennai declaration

three years later

" WWE Lall SETK IV VLILT [EWArd €XCEpL the glory Of India and the happiness ot all Indians.
Our goal — to make India a resurgent nation through the noble mission of politics and
governance — cannot be lost sight of under any circumstance.” (BJP, 2000, p.7)

"We believe in a modern India and a moral India. An India that is forward-looking and
forward-moving. An India without either social or regional disparites and imbalances.

An India that is strong scientifically, technologically, economically and in self-defence.’

MTD ANAN o 0N
AR A R e,

Successful modernisation will enable national achievement. The gap between India’s resources and
her potential should be closed. In the words of one SIM activist

“All developed countries know that India is a potential economic power. [t constitutes
the second largest market in the world; possesses the fifth largest number of scientific
and technical personnel; has abundant natural resources; and cheap labour. A judicious
use of all these factors can make India an economic giant. India is a tiger in the cage of

the wrong policies. For liberating the tiger the cage has to be broken.’ (Krishna, 1992,
n.23)

In a similar vein Advani talks about India a potential ‘software super power’ (1998). However his
concern is it india is neid back Dy its internal weakness. In this case corruption and poor corporate
governance. There are important elements of continuity in the new globally oriented economic

nationalism articulated by the leadership of the BJP even though it is certainly the case that the
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endorsement of globalisation is at odds with policies advocated by the BJP in the 1980s and the

interpretation of swadeshi favoured by the RSS.

The second explanation for a non-path dependent explanation is based on ideas, more specifically the
ideas and attitudes of key leaders in the BJP on economic issues. As noted above a number of senior
figures were on record before 1996 as taking a conciliatory line on external economic relations. These
included Vajpayee, Advani and Jaswant Singh. They are not necessarily neo-liberal in outlook but
they do not believe in a closed economy for its own sake. They are anxious to modernise the Indian

economy and Indian society. They do not consider it feasible to complete this project without the

T e e e P | CMT (n mnne an hoiwaiaas crnth if maiiah macadad mans tanhealac: (Tha
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Hindu, 17/6/00). These views contrast sharply with the views of the leadership of the RSS who object
to a liberal investment regime that encourages multinationals to invest in India. The difference of
views is, on one level at least, a disagreement about the technicalities of policy. It is my view that the
leadership of the BJP are at heart nationalists influenced by the ideology of the wider movement. It is
not simply an argument between the K55 and the BJP. 1he dilierences over the mode ot policy can
also be detected inside the BJP. Senior figures, such as M.M. Joshi, hold views close to the economic
natinnaliem esnonsed hv the RSS My argument is that the economic liberals that are ascendant in the
BJP retain many of the principles of the RSS at a level of generality. However there are important

differences in terms of the translation of these ideas into policy.

A third explanation for the enthusiasm for globalisation, that is consistent with the previous argument
4L 1dEeas abuUL LIS SCUNUIILY Al€ SIZHIICAL, 1SS 11 Sle 1deas abuut Liudia's gou-puliuval siaius. 1 1ic
leadership of the BJP has a vision of India as a power of world importance. Again this is rooted in a
general commitment to Hindu nationalist ideas that were strongly evident in the decision to conduct
the nuclear tests in 1998. There is an economic aspect to boosting India’s status. It could be argued, in
standard realist terms, that military security has to be rooted in a robust economy to provide the
material support for arming the nation. To this can be added a more nuanced argument that powerful
countries should have strong economies that reflect their status. In other words power can be achieved
L coonomic means, Progperity doss not necessarily have to be tronglated inte military hardware for o

nation state to be regarded as powerful. This is especially relevant in an integrated world economy

where military competition is secondary to economic prowess (Arefieva, 1990, pp.189-190). This line
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of thinking is certainly reflected in the pointed self-criticism that draws attention to the gap between
the aspiration for world status and India’s economic backwardness. For example the introduction to

Ine Lnennai declaration attacked the legacy of Longress dominance in the tollowing terms

‘India’s underachievement in the social and economic spheres has heen esneciallv
glaring in the view of the rapid growth achieved by many developing countries in the
world. Our poor developmental indicators have predictably had an adverse impact on
India’s global image and influence.’ (Bharatiya Janata Party, 2000, p.2)

The irony is that while the emphasis on economics is of growing importance to Indian views of
international politics some relations inside the region, namely those with Pakistan, are denominated in
military terms. Perkovich argues that the Congress elite under Narasimha Rao put the economy first in
the general conduct of foreign policy (2000, p.329). Economic growth was to be the route to enhanced
international status. It was telt by Key decision makers that any decisive shift in nuclear policy wouid
Jjeopardise the economic reform programme. Economic objectives were given a much higher priority
in the condnet af dinlamacy (Gordan 1007 nn R4.20)  Thie concidarahla racanrcac wera devatad o
courting the international financial institutions. The leadership of the BJP accepted much of the logic
of modernising the Indian economy as a prerequisite of enhancing India’s international status.
However they were unwilling to relinquish the nuclear route to prominence. With hindsight it can be
seen that their gamble paid off. Economic sanctions have been a minor irritant but the general
SLULIULILIV VUJSLLIVES 1C1uall Wl place.  1ie ieadersilip of i DJT hds ransiated neir view that india’s
strategic ambitions must be based on economic achievements into policy. They have accepted the
assumption that rapid economic growth requires an external orientation. significant foreien direct

investment and further liberalisation of the economy.

A fourth explanation for the conversion to globalisation is an electoral one. The BJP recognised that if
it was going to advance beyond the limitations imposed upon it by its image as an extremist party it
had to broaden ite appeal As detoiled nbowe ¢ had to talie up ioouce other than the religicus!y dofincd
ethno-nationalism associated with the Ayodhya movement. A significant attempt to do this was
articulated around the campaign against the ratification of the GATT treaty in 1994. This approach
had its risks as the party took a stand close to the parties of the left. However the party did not wish to

yield the votes of the urban middle class who were more ambivalent about reform. The reforms,
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insofar as it implied rationalisation, posed some threat to their employment prospects. However the
reforms met with some sympathy among those who considered the state to be a profligate subsidiser
Uldl USIU UAUl LIS PLivals SSUlul WILL SAUTSSIVG allluulily Ul 1oU lape. CHgagemnent will e giooal
economy also offered an opportunity to wealthy consumers tired of poor quality domestic consumer
durables (Hansen, 1998, 306). If the BJP could endorse globalisation it would distance itself from
other critics of reform. A longstanding concern of the Hindu nationalist movement has been to
marginalise parties of the left that are viewed as reliant on alien ideas and are also considered to favour
class struggles that undermine national unity based on a common cultural. At the same time the BJP
could gain support from those voters that supported reform. It would also be a politically astute way of
hroodening the RID’e alactoral conlition, The votere mohiliced b the DOC woith connomic haordling
views would not be in a position to desert the BJP. Considerations of religious nationalism would keep
them away from parties of the left. Congress and its regional competitors generally take a liberal line
on economic issues so they do not offer an alternative for voters dissatisfied with the BJP’s economic
policy. The persistent tension with the RSS ovér economic issues has been viewed as politically
nelprul Ior tne Frime IVIINISIer. He can continue to appear moderate to the general public while
hardline activists have the consolation that the RSS shares their concern (The Hindu, 9/7/00). It is
important not to overstate the electoral motivation for a nolicv shift. The economyv is generallv not a
salient issue for Indian voters. Practical issues, such as food price inflation, have at specific times
motivated voters. However the reforms since 1991 have been implemented in ways that reduce their
impact on ordinary voters. At the same time other issues, such as religion and caste, have achieved a

much higher profile (Varshney, 1999). The broader issues such as the debate over development

i e e b B T SO ] S PR S | -
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Pursuing a policy of globalisation allows the BJP to take up other issues of concemn to its core
constituency. The party, and its predecessor the Jan Sangh, had long campaigned for de-regulation that
would allow small and medium size businesses to prosper (Graham, 1990, pp. 158-160). This would
involve internal liberalisation that would reduce government controls and extend the scope of the

market. This policy would be popular among the trading classes and small entrepeneurs that have been

ronrtad hu the Hindin natinnaliot mavamant far daradac HaAavravar thau vwanld nat nacraccarilu nlao
B e e e e Y o

well with the wider electorate who support regulatory measures such as controls to contain food prices.
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These potentially unpopular policies can be advanced under the general heading of creating the

efficient economy required by participation in a global economy.

The Rhetaric of Glahalisation

None of this should be taken as an argument that the adopting the assumptions of globalisation on the
part of the BJP has been straightforward. Nayar makes clear that the BJP-led coalition found the
economic policy making process a fraught one (1999, pp.34-40). The first budget was only passed in
1998 after a series of concessions were made to coalition members. It was, as is usually the case with
CUGgcls, @ famci Cautivus pachage. On Lalanue WS 1ueasules Gid HUL SUUNgLy 1avoul QULIESLC Or
overseas capital (Nayar, 1999, p.39). The BJP was been divided on economic issues at the highest
level. Relations between the BJP and the RSS have been tense since 1998. Senior members of the
RSS and other affiliated organisations continue to express their discontent with government policy.
Since the 1999 election the BJP-led government has been more assertive and pushed ahead with

turther liberalisation. 1t is still too early to tell if the second generation reforms will live up to their

protagonists claims but the government has not followed the bidding of its critics inside the coalition

nn ieciieg like the Tnanrance hill and citheidw cnite

The term ‘globalisation’ has proved very useful in these circumstances. Politicians in India have not
pushed forward reform on the basis of transparency and straightforward advocacy. Instead they have
favoured obfuscation and ambiguity (Jenkins, 2000, pp.43-50). This trend has continued even though
DJT 1lIsierd 1aye USSH HIULS UPEIl Lian WISl predesessors.  vajpayee s eflors 10 promote te. cause
of second generation reform and willingness to face down his critics within the RSS contrasts with the
indirect approach favoured by Rao. However there are still clear limits to this candour and politicians
continue to take refuge in opacity. The strenuous attempts to re-interpret the term ‘swadeshi’ as being
consistent with policies favouring globalisation is one obvious example of the attempts to obscure the
intent of government policy. During the 1999 election it was stated that moves would be taken to

‘discourage FDI in non-priority areas’ (NDA Manifesto, 1999). It is important not to attach too much

cirmificannca fa mmanifacta cammmaifmmants kb flha rne hakesraonm adhabawlo cmd aaalldee dn cevmatbans a8 nen TL L
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gap between policy and implementation has been a feature of reforms since 1991. This has been

especially important in the day to day functioning of regulations governing FDI (Vicziany, 1999).
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However the direction of policy under the BJP-led coalitions since 1998 has been away from

protection and a series of measures have been announced to ease the entry of FDI. The government
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The terminology of globalisation has been used to provide cover for the difficulties faced by the BJP in
the sensitive area of economic policy. The term provides a rhetorical curtain behind which the BJP can
attempt to conceal the extent its compromise with foreign capital. Globalisation implies a certain
powerlessness and [nevitabllty in the face of a global trend. In Advanl's speech cited In the
introduction globalisation is described as ‘a fundamental fact of our times’. He added that ‘neither its
realityv nor its irreversibility ean he auestioned = anv position that opnoses and seeks to roll hack
globalisation per se is as futile as it is untenable’ (1998). Thus the inevitability of globaliaation rules
out a return to the pre-1991 isolation of the Indian economy. The rhetoric is disingenuous at this point.
It implies the government has no choice in the face of overwhelming global market forces. It certainly
does not advertise the fact that Advani has long taken a liberal view on the entry of foreign capital into

el - 1
LLIT Llluiall \-\.-UIIUIAI'Y.

Globalisation has other rhetorical uses. It implies a threat to national economies. The dangers inherent
in globalisation mean that the response has to be, in the words of Finance Minister Sinha, ‘calibrated’.
This phrase is also used by Prime Minister Vajpayee

‘we are following a cautious and carefully calibrated policy towards globalisation, so
that we can best protect and promote our national interests, including the interests of our
farmers and workers.’ (The Hindu, 15/4/00)

India cannot risk immediate and total integration. Indian industry needs ‘seven to ten years for
substantial integration with the global economy’ (BJP, 1998). Advani also notes the cultural and social
disadavantages of globalisation. The solution is not rejection, rather it is policy based on swadeshi that
he takes to mean ‘national pride and self confidence ... or self reliance’. India has to find its ‘own path

Ol economic development (19Y35).

Thus the vocabularv of globalisation allows the BJP leadership to frame its compromise package.
‘Inevitability’ obliges the BJP to pursue policies favoured the supporters of reform. ‘Roll back’ is not

an option. Discussion is limited to the speed of the globalisation process. The BJP, in keeping with its
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nationalist outlook, favours slower integration that will give domestic industry a chance to achieve
global competitiveness. Globalisation also implies danger. Allusions to the threat of financial
‘contagion’ and cuiwural diiution Indicate that the BJF leadership Is in touch with the concerns of the
hardline activists. ~The deliberately vague construction of the external threat completes the
compromise. The BJP does not want to make MNCs a scanegoat of ite natianaliet rhetaric  Tte

‘resignation’ to the imperatives of globalisation means that it international investors are re-assured.

The BJP and the Political Economy of Globalisation

Before [ conclude [ want to examine an alternative class based explanation of the BJP’s economic
POy and comimint brichly on thd place of thie state i ludia’s vhauging pulitival cconomy. Corbridge
and Harriss argue that the reform process initiated by the Congress Party in 1991 has had a strong class
bias in favour of the owners of capital and the rural middle class (2000, ch 7). They concede that the
proprietary elites have not been able to dictate the precise sequence or exact content of the reforms.
Nevertheless they are unwilling to yield the general principle that India’s social and economic elites
have been able to mduce or block reforms. However the political management of the process and the
numerous instances in which reforms have run against powerful interests make drawing such a
conclncinn diffienlt T nrefer an internratation that draurc an Qffa’s aroimant that cositalise otates Las o
an interest in maintaining the material basis of accumulation (1976). Without a prosperous economy
the state lacks resources to sustain its activities. This may result in policies that favour the owners of
capital but it is not the same as arguing that the state acts as an instrument of capital. According to this
view the state enjoys a certain amount of autonomy and can act against the interests of capital. This
Couid VLCUr WIIETE Lile SIOT-LErMm interests of capital mignt threaten the longer-term viability of the
accumulation process. The post-1991 reforms to the Indian economy could be conceived in these

terms. Thus it could be argued that state actors nerceived that alternatives to the state-led madel

offered a more effective way of sustaining the material basis of the state.

An alternative interpretation is that reform in the 1980s proceeded at a pace permitted by the state in
alliance with dominant class forces (Vanaik, 1990, p. 23). An argument could be extrapolated from
thiz thar l&} the latc 12905 1Rdia’s indusiial :JUUIE,CU;D;U iULUEiliDGL.: tiat 1y SISt was 110 EUl]ét:i 'Uc:ing

served by the state-led model of development and that the state, responding to these interests, changed

policy accordingly. This argument could be given a further twist with the rise to prominence of the
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BJP. Some see the party as a projection of bourgeois interests. The acceleration of the reform process

since October 1999, with the emphasis on privatization and cuts in subsidy to the poor, lends this view
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do not regard the BJP as simply an outcrop of a particular class. The BJP mobilises on the basis of
religious identity though it has chosen to diffuse its overtly religious appeal and has adopted a less
ideological approach since the mid-1990s. This is consistent with what I see as the long term
ideological motivation of the BJP’s leadership. The party may have presented a moderate image since
1996 but on lower protile issues the ideological agenda remains intact (Jattrelot, 2000). The BJP, as
we are routinely reminded, is a political party but it is a different kind of party. Electoral
concideratinne are relavant ta the RIP hut it alen hac amhifianc infarmed hy ite idealnagical antlank

This is not to argue that the BJP is not to a certain extent socially embedded. Individuals from upper
caste and middle class backgrounds dominate the leadership of the party. It would be surprising if the
party did not respond to these concerns but this is not the same as arguing that the BJP is a projection
of a particular class interest. At the same time it is party conscious that it needs to extend its
constituency in botn geograpnical and social terms. viotivalions, Oer nan e social ariiiation of e
party leaders, are of greater significance in determining the BJP’s approach to economic policy. The
partv seeks a egrowing economy that will support its ideological ambitions for a modern and powerful
India. If this approach can be combined with policies that favour its supporters then the party will act
accordingly. However this is not always possible, as decisions on FDI and patents suggest, and policy
remains consistent with the overriding priority of ‘guaranteeing and safeguarding a ‘healthy’
accumulation process’ (Offe, 1976, p. 120). A robust economy is also an electoral asset as the BJP
UISLUYEITU 11 INUVSILUSE 1770 WISl 1L SULISITU @3 @ LUHSUHUSIIvE UL YULLlS CUIICOLIES aUuut 1155s 11 Luud
prices. Elections matter for the BJP because without access to state power it cannot fulfill its part of

the Hindu nationalist project.

rmimmmmLmTsamLs

In addition to the specific observations about the determinants of the BJP's economic policy a number
of conclusions follow from what has been argued above. Even in an era of globalisation it remains
important to look at actors at the level of the nation state. In the Indian case these actors retain a

certain amount of autonomy. They are not simply swept along by the imperious forces of global

marl-ate Hawwavar it ic imnanrtant nat ta nvarctata thic indenandanca Tha Tndian aranamu hac
moar2le. e Do InetiEnt e o
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changed significantly since 1991 and it is more open to global markets than previously. This openness
has introduced new options, incentives and costs. The reforms have introduced an element of path
dependence to the making of economic poliicy. TNis IS NOL 1o deny dL WSe ars alieiiaiyes vul
instead to argue that a major change in the direction of policy would bring with it costs such that such a
decicion would not be taken lightlv. However I have argued that there is sufficient evidence to suggest
that the leadership of the BJP has remained committed to the reforms process because of explicit
choices. In other words it did not continue with the reforms because it was a prisoner of former
commitments. The BJP has opted for integration with the global economy for political reasons. The
BJP is a nationalist party and it can achieve some of these aims by pursuing policies based on
giobaiisation. in isius Ui iis sivcivial anibinons the BJT porecives oppertunitics in acospling the
norms of globalisation. Gtobalisation is not without its disadvantages but it is a concept that fits easily
in a rhetorical framework designed to obscure those costs and diffuse responsibility. As well as
defending the autonomy of Indian political actors from external forces I have been anxious to establish
their autonomy in the domestic sphere. This autonomy is by no means absolute. The nature of
coalition politics and the presence of powerful interests do limit some of options available to political
actors. However, as Jenkins has argued, Indian democracy continues to offer space for politicians to
cumsuc potentially unpepular policiec The demacratic naolitical cystem also means that the state can
concentrate on the longer-term ambition of creating an economic system that will provide the material

basis necessary for the survival of the state. With the rise to power of the BJP we have a party that

incorporates this ambition within an ideological vision of a resurgent and powerful India.

[ am very grateful to Dr Vernon Hewitt and Dr Mark Wickham-Jones for comments on the first draft
of this paper.
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