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Foreword 

The following essay was first published in 1997, as the Government. 
establishment media and parliamentary parties celebrated the fiftieth anni­ 
versary of the country's so-called independence. It was an appropriate 
moment to survey the record of the Indian State. Fifty years ago, the Indian 
rulers made great claims that their Five-Year Plans were 'socialistic'. Yet 
these Plans have been a miserable failure at ensuring people's minimum 
welfare, let alone bring about socialism. 

Today, ironically, the Indian State and foreign financial institutions are 
trying to attribute this failure to 'socialistic planning' and rigid controls. In 
fact, the development planning of the Indian State has never borne any 
resemblance to socialistic planning. As S.K.Ghosh points out in the follow­ 
ing essay, it was the British rulers themselves who initiated the exercise of 
planning 'in India, to further their own interests. They were joined in this 
exercise by the top sections of Indian big business. In actual operation, the 
Five-Year Plans have merely served such interests. Despite a seeming 
array of regulatory mechanisms, the Plans, far from exercising rigid control 
over the economy, have been a plaything in the hands of business tycoons 
and the rural elite. The Plans have also been an instrument to raise rev­ 
enues from the working people and deploy them in the service of the ruling 
classes. 

Now, as the industrialised world turns the screws and wishes to re­ 
mould the Indian economy further to its requirements, the pretence of 'plan­ 
ning' is being dropped, and the regulatory mechanisms are being scrapped. 
It is all the more relevant that we look at what planning really ought to 
mean. The following essay also touches on this latter aspect. Its intention, 
then, is not merely to expose the now nearly defunct exercise of India's 
Plans, but to highlight the fundamental changes in the social order required 
for planning to be meaningful. 

-- Rajani X. Desai 

for Research Unit for Political Economy 
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I. The Genesis 

The successful fulfilment of the erstwhile Soviet Union's First Five Year 
Plan by the end of 1932 made a deep impression everywhere, even among 
those who were hostile to the land of the Soviets. The Soviet people imple­ 
mented the Five Year Plan in four years and three months. During those 
years the capitalist world was hit by a devastating crisis. The crisis of 1929­ 
33 in the capitalist world brought in its train bankruptcy of tens of thousands 
of joint-stock companies, closure of factories, unemployment and ruin of 
hundreds of millions of people, including peasants, workers and the petty 
bourgeoisie in India. The Soviet Union alone was free from this crisis: it 
made tremendous economic advance at a rate never before attained any­ 
where in the world. 

So the idea of planning was in the air. It had its advocates even in colo­ 
nial India among the representatives of the imperialist masters as well 
as among Indian tycoons like G.D. Birla. While the object of the Plans in 
the Soviet Union, where private property had been abolished, was to trans­ 
form and regenerate a backward society for the all-round development of 
the people, the object of the Indian tycoons and their masters was to organise 
and use the resources of the country in a systematic manner for the 
aggrandisement of their classes as well as to hoodwink the people. 

In June 1932, Sir George Schuster, then finance member of the viceroy's 
executive council, proposed that the Government of India should "devise 
something like a five year economic plan.... even if it led to no practical 
result it would be good for the country that the attempt should be made." 1 

And speaking at the annual session of the Federation of Indian Chambers 
of Commerce and Industry (FICCI) on I April 1934, G.D. Birla stressed 
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the importance of economic planning and urged the adoption of plans in 
India In the same year came out Planned Economy for India by Sir M. 
Visvesvarayya, then the dewan of the native state of Mysore. 

In I 938 the Congress set up a National Planning Committee with 
Jawaharlal Nehru as Chairman. It enjoyed the cooperation of provincial 
governments Congress and non-Congress and of several big native 
princes such as those of Hyderabad, Mysore, Baroda, Travancore and 
Bhopal. The Government of India extended its cooperation and sent repre­ 
sentatives to attend its meetings. Indian big capital was strongly repre­ 
sented on it. Among its members were Sir Purshotamdas Thakurdas, A.D. 
Shroff, Ambalal Sarabhai and Walchand Hirachand. The secretariat to the 
committee was provided by the Tatas, who also gave a loan that made 
possible the publication of the reports of its subcommittees.' 

In 1942, during the 'Quit India' struggle, big compradors undertook to 
draft an economic plan, the Tatas providing most of the resources. The first 
part of this plan - A  Brief Memorandum Outlining a Plan of Economic 
Development for India, popularly known as the Bombay Plan appeared 
in January 1944 and the second part in December of that year. In the mean­ 
time one of the authors of the plan, Sir Ardeshir Dalal, managing director of 
Tata Iron and Steel, was appointed a member of the viceroy's executive 
council and placed in charge of the new planning and development depart­ 
ment of the Government of India. The other authors of this fifteen-year 
plan were Sir Purshotamdas Thakurdas, Sir J.R.D. Tata, G.D. Birla, Sir 
Shri Ram, Kasturbhai Lalbhai, A.D. Shroff and John Matthai. For the imple­ 
mentation of the plan the big bourgeoisie depended on two crutches 
imperialist capital and the State. It emphasized the need for capital goods, 
technology and loan capital from imperialist countries. It also relied on "cre­ 
ated money" massive deficit financing by the State and on a State­ 
owned industrial sector on the foundations of which their fledgling indus­ 
tries would thrive. It recognized the necessity for "a considerable measure 
of intervention and control by the State as well as of State ownership and 
State management of basic industries, public utilities, etc. It conceived of a 
mixed economy the existence of both private and public sectors. A 
strong. centralized State was the heart's desire of the planners. They af­ 
firmed that "practically every aspect of economic life will have to be so 
rigorously controlled by government that individual liberty and free­ 
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dom of enterprise will suffer a temporary eclipse.° 
Criticizing the plan, Professors P. A. Wadia and K. T. Merchant said : 

A national government, as our authors contemplate it, will be a govern­ 
ment representing the capitalist interests and amenable to their wishes." 

They further observed that "the economic structure in lndia is domi­ 
nated by a few big trusts, which with the help of the State will eliminate 
new competitors from the existing industries and leave the field for new 
industries open to themselves." 

Wadia and Merchant also stated: 

"The future for investment which the authors of the Plan envisage is evi­ 
dently a holy alliance between foreign capitalists and themselves on a profit­ 
making basis, of which we have had such bitter experience in the past and in 
the present." 

On the other hand, immediately on its publication, Nehru, then in prison, 
was ecstatic in praise of it. He hailed it as "one of the most cheering and 
promising signs of the times in India recently" and resented Professor K. T. 
Shah's criticism of it. 

The Bombay Plan fitted perfectly into the imperial strategy. Like Nehru, 
secretary of state L. Amery and Schuster, then member of British parlia­ 
ment, warmly welcomed the Bombay Plan." 

On 25 January 1945, secretary of state Amery wrote to Viceroy Wavell: 
"United Kingdom business interests fully accept that their future in India 
lies in cooperation with Indians. They are anxious to assist India's industrial 
expansion which they believe will, if properly organized, carry the hope of 
considerable profits to themselves as well as to Indians by expanding the 
market in India for United Kingdom goods.... United Kingdom business­ 
men are .... at present extremely disposed towards India's industrial am­ 
bitions.... I believe that there are a number of negotiations going on be­ 
tween United Kingdom and Indian commercial interests for the establish­ 
ment of joint enterprises in India." 

Amery enclosed with this message a memorandum drafted jointly by his 
office and the Board of Trade and circulated by the Federation of British 
lndustries to some of their members as a confidential statement of the 
British government's attitude for their guidance in connection with the ex­ 
pected visit of the Indian industrial delegation led by J. R. D. Tata and G .D . 



8 

Birla. The memorandum stated: 

"The United Kingdom is no longer the predominant supplier of the cheaper 
consumer goods in demand by the Indian masses. But after the war it will be 
vitally necessary for us very greatly to expand our exports in order to main­ 
tain the economic stability of the country and bring about general prosper­ 
ity. Ready adaptation af our economy to the changed, and changing, cir­ 
cumstances in overseas markets is therefore called for if we are to reach 
our goal. In the case of India it seems clear that our future prospects lie in 
meeting, and indeed promoting (I) the steady growth in the demand for 
machinery, equipment, stores, accessories and semi-manufactured materi­ 
als needed by an expanding and diversified Indian industrial system, and 
(2) the rapidly developing sophistication of a growing section of Indian 
consumers consequent upon a marked rise in the standard of living of the 
urban population and the adoption of Western comforts and luxuries. The 
first will increase our opportunities in the field of capital goods and in our 
industrial specialities. The second will increase the offtake in quality con­ 
sumer goods.... In both respects, a vast market may be opened up through 
the economic industrialization of India.... 
"United Kingdom firms may also find it desirable, in view of the rapidly 
changing circumstances in India, to manufacture in India those items which 
can economically be made there and which, otherwise, would be manufac­ 
turcd in any event by Indian concern, probably under American or Conti­ 
nental guidance.... This movement towards local manufacture as a neces­ 
sary adjunct to the retention of the market for as wide a range as possible of 
a manufacturer's production has developed rapidly during the past ten 
years, partly as a profitable investment per se, but mainly as the only means 
of maintaining and expanding a firm's trade in its staple, higher grade items 
imported from the United Kingdom and of guiding domestic production in 
the interest of both countries.... 
"The advantages of an alliance with Indian capital, influence and enter­ 

prise are self-evident." 

Both the British monopolies and the Indian compradors were eager to 
"come to cooperative arrangements..... for joint cooperative development 
of Indian industries." A new phase in the international division of labour 
was beginning. Under the old international division of labour India had been 
a market for the industrial goods of the metropolitan countries, mainly Brit­ 
ish, and a supplier of raw materials. In colonial India some British capital 
was invested in plantations, the products of which were intended mostly for 

-A 



9 

export; in the railways mainly to service British capital in its export and 
import trade; in coal mines the output of which was meant chiefly for con­ 
sumption by the railways; and in engineering workshops for doing repairs. 
Besides some British capitalists, Indian big bourgeois who were in symbi­ 
otic relationship with British capital started some consumer industries like 
textiles both for export and domestic consumption with machinery and know­ 
how and managerial and technical personnel imported from imperialist coun­ 
tries. 

Now a new phase in the international division of labour was opening 
when the metropolitan bourgeoisie and the Indian compradors looked for­ 
ward to close co-operation in building not only consumer goods industries 
but also capital goods industries under imperialist guidance and for the profit 
of both. Guidance and control would be that of the giant transnationals, 
based in imperialist countries, and sophisticated technology, which is the 

key to power, would remain their monopoly. 
Interestingly, the Reconstruction Committee of the Government of India 

brought out in 1945 its Second Report on Reconstruction Planning. Among 
the aims of this fifteen-year 'perspective' plan, which according to A.H. 

Hanson, was "even socialistic in character"[!] were the removal of "the 
existing glaring anomaly of immense wealth side by side with abject pov­ 
erty", a fair deal for the poor and for the workers, encouragement to small­ 
scale and cottage industries, State ownership of those "new and neces­ 
sary" large enterprises "for which private capital may not be forthcoming', 
popular participation in rural development through cooperative societies and 
panchayats, etc. "In short", comments Hanson, "one may look in vain for 
any fundamental objective or method of the five-year plans of the 1950s 
which is not foreshadowed in this remarkable documentary product of the 
latter days of British rule."! 

Then in April 1945 the Starement of Industrial Policy was issued by 
the Government of India's Planning and Development Department. It de­ 
clared that "in future Government should play an active part in the industrial 
development of the country", that it should bring under the control of the 
central government twenty industries of "vital importance to the country's 
development" and even nationalize them "provided adequate private capi­ 
tal is not forthcoming", that the government "must take power to license 
industrial undertakings". It expatiated on the need for government controls 
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for, as it said, "In a planned economy it is impossible to do without controls" 
-various controls including control over capital issues. There were, as 
usual, platitudes about the "fullest and most effective utilization" of "unused 
resources of manpower and material", of "socially equitable" distribution 
of "the additional wealth created by industrial development", the raising of 
"the standard of living of the masses" and so on.11 

Earlier, on 16 April, acting Viceroy John Colville informed Amery that 
the Viceroy's executive council had adopted the following decision: "Apart 
from ordnance factories, public utilities and railways, basic industries of 
national importance will be nationalized if adequate private capital is not 
forthcoming, and if it is regarded as essential in the national interests to 
promote such industries. For the purpose of Government policy basic in­ 
dustries can be defined as including aircraft, automobiles and tractors, chemi­ 
cals and dyes, iron and steel, prime movers, transport vehicles, electric 
machinery, machine tools, electrochemical and non-ferrous metal indus­ 
tries. There was a remarkable similarity between Nehru's "socialist 
pattern" and the plans drawn up by the colonial masters. 

Not surprisingly, there is also a family resemblance between the Bombay 
Plan and these two government plans. As Sir Ardeshir Dalal, one of the 
authors of the Bombay Plan and then member-in-charge of the central 
govenment's planning and development department, which brought out the 
Statement of Industrial Policy, emphatically said, "the objectives of the 
Government Plan and the Bombay Plan are the same." He also pointed 
out that while the authors of the Bombay Plan "do not give a detailed blue­ 
print," "the plan which Government is considering must deal with greater 
details. To quote Hanson, "There is really very little to distinguish this 
statement of intentions [Statement of Industrial Policy of April 1945] from 
the Industrial Policy Resolutions of 1948 and 1956; and it might equally well 
have guided the actual practice, in matters of industrial development, of the 
government of independent India".' Michael Kidron has also observed: 
"Many of the measures adopted after independence were foreshadowed 
during this period"I° 

Not surprisingly again, all these plans were eloquently silent about the 
need for restructuring the society -the abolition of feudal relations in the 
countryside and the confiscation of existing imperialist capital, though some 
of them dwelt on the need for mass participation in rural development work 
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through village cooperatives and panchayats. The Bombay Plan had two 
special features: the planners declared that India would remain dependent 
for years to come on capital goods and technology of the imperialist coun­ 
tries and wanted loan-capital from them to finance it (the Statement of 

Industrial Policy was not so explicit: it modestly said that the government 
proposed "to set up an organization in the U.K. and in the U.S.A." for 
procurement of capital goods required by industrialists"); secondly, the 

Bombay Plan relied on massive deficit financing Rs 3,400 crore out of 
the total plan expenditure of Rs I 0,000 crore (at the average of 1931-1939 
prices) besides the sterling balances in India's favour, which it estimated 
at Rs 1,000 crore and which the starvation and deaths of millions of Indians 
during the Second World War provided. The purpose of deficit financing 
would be not to contribute to the welfare of the people but to strengthen the 
comprador-imperialist combine at the expense of the people. The Plan also 
depended for resources on increased taxation obviously indirect taxa­ 
tion, which again would hit the poor. 

H.V.R. Jengar (who had been joint secretary, department of planning 
and development, Government of India in 1944-6, principal private secre­ 
tary to Nehru from 1946, and afterwards governor of the Reserve Bank of 
India) was right when he said in the late sixties that the Bombay Plan 
became the model for India's five year plans. Iengar stated: 

"It is all there in the Bombay Plan- the concept of massive State interven­ 
tion in the economy, of a mixed private and public sector enterprise, the 
emphasis on heavy industry, the need for foreign capital and need for deficit 
financing. Indeed, there seems little difference between the basic approach 
of the Bombay Plan and the approach of the Planning Commission of the 
Government of India and it would by no means be far-fetched to say that the 

Planning Commission actually got its inspiration from the Bombay Plan." 
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II. Two Kinds of Planning 

A plan, which outlines a strategy of development and the measures to 
carry it through, may be so designed as to contribute to the interests of the 
exploiting classes or to bring about the all-round development of the vast 
masses of the people - economic, social, political and cultural. The plan is 
not natural: it is stamped with the brand of a class. 

Engels said: 

"Darwin did not know what a bitter satire he wrote on mankind, and espe­ 
cially on his countrymen, when he showed that free competition, the struggle 
for existence, which the economists celebrate as the highest historical 
achievement, is the normal state of the animal kingdom. Only conscious 
organization of social production, in which production and distribution are 
carried on in a planned way, can lift mankind above the rest of the animal 
world as regards the social aspect, in the same way that production in 
general has done this for mankind in the specifically biological aspect. His­ 
torical evolution makes such an organization daily more indispensable, but 
also every day more possible. From it will date a new epoch of history, in 
which mankind itself, and with mankind all branches of its activity, and 
particularly natural science, will experience an advance that will put every­ 
thing preceding it in the deepest shade." 1 

Since Engels wrote the above, vast scientific and technological revolu­ 
tions have taken place. The immense achievements of science and tech­ 
nology assure man that he may be the master of his fate, that want and 
scarcity can be banished from his life, that there can be regeneration of 
society -economic, moral and cultural - i f  "conscious organisation of 
social production, in which production and distribution are carried on in a 
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planned way" takes place, if the present irrational political and economic 
system, which today squanders away vast human resources as well as gifts 
of science and technology, is replaced by a more rational system, a system 
based on genuine economic and political democracy, which puts public good 
above private greed and provides the soil for the full flowering of culture. 

To a fonner colony or semi-colony there is a choice between two strat­ 
egies of development. One is a strategy that perpetuates dependence on 
imperialist capital and hungers for more of it, preserves the domestic social 
structure the legacy of colonial or semi-colonial rule -with or without 
some cosmetic changes and aims at concentrating wealth and power in the 
hands of a few at the expense of the vast masses. The other is a strategy 
that ensures independence and self-reliance in a country where a social 
revolution has swept clean the legacies of colonial or semi-colonial rule and 
has as its goal the all-round development of the people. 

Two strategies of development, two kinds of planning, were being imple­ 
mented at the same time one in China ( from the beginning of the fifties 
to about the mid-seventies) and the other in India. In liberated China during 
the days of Mao Tsetung, a "conscious organization of social production, in 

which production and distribution are carried on in a planned way" to lift 
the vast Chinese masses from a chronic state of poverty, backwardness 
and degradation was being attempted. China adopted five year plans and 
pursued a strategy of development which ensured freedom, work, food, 
education, health, democratic rights and dignity for all working people, raised 
their material and cultural standards and promoted rapid self-reliant ad­ 
vance. 

Without destruction there can be no construction. When China was po­ 

litically liberated after a victorious revolution, she destroyed the economic 
and social structure that had been responsible for China's backwardness 
and underdevelopment. Imperialist and comprador capital that constituted 
about 90 per cent of the capital then invested in China was confiscated and 
came to be owned by the whole people. A policy of gradual restriction and 
control and ultimate nationalization was adopted towards the rest of the 
capital the capital of the national bourgeoisie. Land reforms were car­ 
ried out from below by the peasants themselves. The land owned by the 

landlords and the excess land of the rich peasants were distributed among 
the landless and poor peasants. Landlords received an equitable share of 
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the land. Land reforms led to the formation of cooperatives and then of 
corrunes. This agrarian revolution formed the basis of a vast industrial 
regeneration. Industries -- big and small --- owned by the State, provinces 
ad' communes, sprouted up everywhere +-+ in urban areas as well as in the 
countryside its won I ii  l+ 1o1 iioa ordt z o b i v q  bns b o o t  o s v n q  :rods 

The Maoist strategy put man, not things or profits, in the forefront; con­ 
eiv~d' f development as a /mass movement and attached greater impor­ 
tance to the voluntary participation of the entire people than to capital goods 
and technology; rejected bureaucratic centralization and insisted on a policy 
of decentralization to unleash the initiative, creativity and enthusiasm of the 
people at all levels; held that it is the people who are the makers of their 
destiny --- not the leaders or planners; put politics + not material incen­ 
tives --- in command, that is, sought to rouse the people's political and social 
consciousness and to subordinate self to the spirit of service. Its aim was 

the all-round development of men and women +- the emergence of active, 
politically conscious, truly free socialist men and women. In respect of tech­ 

nology, the Maoist strategy put stress on' self-reliance or 'do-it-yourself 
programme. Mao Tsetung was sure that the technological backwardness 
of ages, the legacy of colonial or semi-colonial rule, could be overcome, if 

scieritists, managers and workers put their heads together, if theory.were 
wedded to practice. 'Mao held that technology must not remain the/ mo­ 

nopoly f a few but that it must b~ widely diffused and belong to the masses. 
The Maoist strategy refused to lean 'on foreign transnational corporations 
or Soviet agencies for technology fort dependence on them would mean 

opening the door wide to imperialist penetration and domination. But it was 

not averse to learning from foreign countries, while, as: Mao Tsetung said, 

"maintaining independence and keeping the initiative in our own hands and 

relying ort our own efforts.'The Maoist strategy.insisted on practising 
self-reliance from the very beginning/r 2ilsitsqmnl smnqolovsbobn brs 

bt.The Maoist model sought not only the independent, self-reliant develop­ 
ment of the productive forces and the. transformation of the world around 
main, but the transformation of man himself fromia man interested.in him-» 

self tova man to whom'service to:society would get precedence over ser­ 
vice to 'self.o bnsl fT .zsvlzrnsd ·ins2zsoq is zd wold mot tuo br 

3/Mass enthusiasm was awakened, mass participation in decision-making 
and in the execution of plans was ensured. ztszsq 1ooq bas zeolbrsl 3rd» 
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In China where machinery was far from adequate, particularly in the 
fifties, the manual labour of aroused millions of men and women accom­ 
plished miracles of construction. It tamed wild rivers and built vast irniga­ 
tion systems. 

Only in the fifties China accepted some Soviet loan (insignificant com­ 
pared with India's external debt). However, in 1960, the Soviet revisionists 
withdrew experts and blue-prints of Soviet-aided projects under construc­ 
tion, with disastrous effects. Nevertheless, all Soviet loans were repaid by 
the beginning of 1965. China became free also from all internal debts by 
1968. inflation was unknown in China. Prices were not only stable, they 

were also brought down at times. 
The Maoist strategy transformed China within a brief period from a 

weak, backward country, teeming with starving people, ravaged by civil 
war and hyperinflation and despised by all, into a strong, self-reliant, sover­ 
eign state that was the hope and inspiration of the progressive people all 
over the world and the fear of all imperialists and reactionaries. We may 
quote here a few brief extracts from a World Bank study dealing with the 
development in China until about the end of the seventies. It states: 

"China's agricultural sector accounts for less than eight percent of the world's 
arable land but provides enough food for about 22 percent of the world's 
population." 

It says: 

"Industrialization has been very rapid, largely as the result of an unusually 
high rate of investment, virtually all of which has been financed by domes­ 
tic savings. Its net output of[industry including mining and energy] grew in 
real terms at around l O per cent per annum in 1957-79.° 

It further states: 

"Despite this strong bias towards heavy industry, per capita availability of 
manufactured consumer goods has also expanded rapidly - at seven per 

cent per annum in 1952-77." 

It goes on to say: 

"Much effort has been devoted to attaining new technical capabilities. Al­ 
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most the entire range of modem industries has been set up, with much 
emphasis on those making capital equipment.... In practically every signifi­ 
cant industry major plants have been built in several parts of the country 
and special efforts have been made to spread manufacturing into backward 
regions and rural areas." 

Citing some instances, it affirms: 

"In a few areas, however, China has developed a technological lead." 

It observes: 

• .... income statistics give an incomplete and potentially misleading picture 
of poverty. What is more relevant is the distribution of real consumption, 
especially of fundamentally necessary or desirable goods such as food, 
clothing, housing, medical care, and schooling." 

It notes: The Chinese, even "the very poor", 

"all have work; their food supply is guaranteed through a mixture of state 
rationing and collective self-insurance; most of their children are not only at 
school, but being comparatively well taught; and the great majority have 
access to basic health care and family planning services." 

Led by Mao Tsetung, the Chinese people, though surrounded by hostile 
forces, both foreign and domestic, attempted to build a society- the dream 
of Engels and other visionaries. Great success was achieved in all spheres 
- economic, social, moral and cultural -but those hostile political forces 
have proved stronger and set the clock back. Yet this experiment will live to 
inspire and guide the people all over the world until they reach the cher­ 
ished goal. 

The manner in which the Indian State emerged in I 94 7 restricted its 
choice of a strategy of development. Some social scientists such as Partha 
Chatterjee contend, when speaking of India, that "it was in planning above 
all that the post-colonial state would claim its legitimacy as a single will and 
consciousness the will of the nation pursuing a task that was both 
universal and rational the well-being of the people as a whole." Further: 
It was in the universal function of 'development of national society as a 
whole that the post-colonial State would find its distinctive content. This 
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include both the exploiting and exploited classes) something mythical? In a 
society, riven by classes, a seemingly non-class approach is intended to 
promote the well-being not of the people as a whole but of the exploiting 
classes. 

Then, the question is: Is India the home of a single nation or of several 
nations and nationalities? This question has been discussed by me sepa­ 
rately in India s Nationality Problem and Ruling Classes (Calcutta, 1996). 

Which classes became the ruling classes of post-colonial India? During 
the colonial rule, British imperialism fostered certain classes - the Indian 
big bourgeoisie and the feudals - for preserving and promoting its own 
interests. By serving imperialism faithfully these classes became the domi­ 
nant classes in Indian society. What is called the freedom of India came not 
on the crest of a political revolution but as the outcome of an agreement 
between the British colonialists, the Congress and the League leaders, known 
as the 'Mountbatten settlement'. When, in the changed international and 
Indian context after World War II, British imperialism found it impossible to 
continue its direct rule, it handed over the reins of direct administration to 
the "friendly and reliable hands" of those domestic classes that had pros­ 
pered by serving it, that had been long tested and found that they could be 

trusted to preserve imperialism's vital interests. The Mountbatten settle­ 
ment led to the artificial partition of the sub-continent on religious lines into 
two new states and attainment of dominion status by both. The comprador 
big bourgeoisie and the feudals, the classes which were the social props of 
British colonial rule, became the ruling classes of the post-colonial states­ 

the Indian Union and Pakistan. 5 

So, unlike in China, feudalism was not abolished in India and the domi­ 
nance of imperialist capital on Indian economy was not liquidated; rather 
new shackles have been forged over these years since 1947 The causes 
of India's backwardness and underdevelopment during long colonial rule, 
the causes that had retarded and distorted India's development. were not 
eliminated. The Indian planners have constantly indulged in high-flown rheto­ 
ric about the objectives of their planning - eliminating poverty. illiteracy, 
unemployment and inequality, building an advanced, self-reliant. socialist 

society, and so on. All these they have proposed to achieve without carry­ 

ing out effective land reforms and without breaking the imperialist strangle­ 
hold on Indian economy, that is. without attacking the roots of India's back­ 
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partly by foreign loans, but would require sacrifices by all sections of the 
Indian people . . . .  Although Trone's proposals were not accepted immedi­ 
ately, they were to reappear in subsequent deliberations over the First and, 
more particularly, the Second Five-Year Plans." 

In the conditions in which the Indian ruling classes found themselves 
after the transfer of power in 194 7 - a  stagnant market, absence of an 
infrastructure for industrial development, absence of capital goods indus­ 
tries they felt that economic planning was tbe need of the hour. The 
Soviet Five Year Plans, which transfonned the economy of a backward 
country into that of a leading industrial nation, had a profound influence on 
the political and business elite of India. The revolutionary changes in China 
added urgency to the issue. In 195 I Chester Bowles, then U.S. ambassa­ 
dor to India, suggested to Nehru that "One of the most crucial questions 
was whether Asian democracy could compete with Asian communism 
unless it, too, organized its village efforts on a massive scale.... Nehru said 
that history had selected India as one of the democracy's chief testing 
grounds. This was a contest which he and India welcomed, a challenge 
which must be met head on ... . .  For nearly two hours we talked about the 
exciting possibilities." 

India's ruling classes felt that their minimum infrastructural needs could 
not be left purely at the mercy of the market forces in this stagnant 
semicolonial, semi-feudal country. Even the tycoons and British colonialists, 
who best represented the market forces, demanded State intervention as 
the Bombay Plan and the post-war plans drafted by the British Indian gov­ 
ernment had pleaded for. It would be the task of tbe State to build the 
infrastructure transport and communications, mining, the power indus­ 
try, etc. besides the long-gestation machine-building industries. They 
would provide the base on which the Indian big bourgeoisie and the branches, 
subsidiaries or other companies controlled by transnationals would erect 
their private empires. Without State intervention, help and patronage nei­ 
ther Indian big capital nor imperialist capital would have the opportunity 
they were seeking so keenly. Thorough-going land reforms were abhorred, 
for any such radical measure would rouse the sleeping giant and destroy 
the status quo. Moreover, for the skewed pattern of development envi­ 
sioned by foreign finance capital and the Indian comprador class, land re­ 
forms and the generation of a vast market for cheap wage goods were not 




























































































































































































