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Myth and Reality (Concept, New Delhi, 2004) &35 ‘Globalization: Concept

and Nature’ 23CH GK?F Anil Dutta Mishra Si=CRCE—

Globalization is not new but present era has some distinctive features such as
shrinking space, shrinking time and disappearing borders are linking people’s
lives more deeply, more intensively and more immediately than ever before.
Globalization is a process integrating not just the economy but culture, technology
and governance. Globalization is considered to be neo-liberal. Its normative base
is the celebration of the market. In other words it is a triumph not only over so-
called global “historic alternatives” [F. Fukuyama (92), The End of History and the
Last Man] but also over unions and Keynesian states. In fact, elites on behalf of
the states are real authors of Globalization.

Globalization has become the current mantra or even panacea to solve all
human problems. It is believed that the achievements of globalization would make
the people all over globe happy, prosperous and contended and that there would
be no conflicts, no poverty and inequality, no violation of human rights, no
malnutrition, no illiteracy and no disease, etc. ... There would be nation-state
without boundary. It is said that global markets, global technologies, global ideas
and global solidarity can enrich the lives of people everywhere, greatly expanding

their choices. ... This era of globalization opening many opportunities for millions
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of people around the world. Increased trade, new technologies, foreign
investments, expanding media and Internet connections are fueling economic

growth and human advance.®
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Two weeks after Narasimha Rao became prime minister, a convoy of vans left the

vaults of Reserve Bank in South Bombay. The security around the armoured vans
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was worthy of a head of state, for inside was India’s honour, around twenty-one
tonnes of pure gold. The convoy travelled thirty-five kilometres north to Sahar
airport, where a plane from Heavy Lift Cargo Airlines stood waiting. The gold
flew by plane to London, into the vaults of the Bank of England. In return, the
Narasimha Rao government received dollars that allowed it to delay default on
its outstanding loans. Gold is wrought with sentiment in India, and when news
of the deal leaked, the public uproar was accompanied by private shame. The

economy was now so wrecked that India was pawning its family jewellery.®®
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The simplest way to explain the financial mess that prime minister Narasimha
Rao faced was that, by June 1991, India had enough foreign exchange reserves to
pay for just two weeks of imports, while a minimum safe level was considered
six times that amount—enough for at least three months” worth of imports.
Manmohan Singh, a former professor of international trade, knew what awaited
India. He would say that in 1982, Mexico defaulted on its external debt obligations.
For the next six years it was crippled by capital flight, inflation and
unemployment. By the time the crisis ended in 1989, real wages had been halved.

Three proximate causes had dwindled India’s dollar reserves. The Gulf War
of 1990 had trebled the price of oil which India was buying from the world

market, and had also diminished remittances from Indians working in the Middle

Y



East. The second reason was that Indians living abroad had withdrawn 900 million
dollars’ worth of deposits from Indian banks between April and June 1991,
panicking at political uncertainty in Lutyens Delhi. A third form of pressure on
India’s foreign exchange reserves was due to reckless borrowing during the Rajiv
years. Many of these were short-duration loans, and by 1991, they were due.

To avoid a default, Rao’s predecessor as prime minister, Chandra Shekhar,
had taken a loan from the IMF in early 1991. So low was the trust in India’s
ability to repay that the IMF had wanted India pledge her gold. That loan had
not been enough to solve India’s balance of payments crisis. By mid-1991, India

was in need of a second tranche. The IMF refused.¢
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Since the budget was a sensitive document that businessmen would pay money
to know in advance, its preparation was shrouded in secrecy. In the weeks before
24 July, everyone working on the budget lived locked-down in a basement in
North Block. They had to eat and sleep there, with no telephones to connect
them to the world. Only a select few, such as the finance minister, were allowed
in and out of the basement. The draft would remain secret until it was read out

by Manmohan in Parliament on 24 July.*
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The final draft of the budget, ready by 21 July, was groundbreaking. It overhauled
the import-export policy, better connecting India to the world market. It also
slashed subsidies, and made foreign investment easier. The budget was going to
shatter the third pillar of the licence-permit-quota raj: isolation of India from the

global economy.™
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To offer some sense of the magnitude of the success India has achieved in the
telecommunications sector, consider the following facts. India had barely 5.1
million telephones in aggregate in 1991. In contrast, it added 5.2 million

telephones per month during the year ending on November 30, 2006. Even at this
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high average rate, growth had been accelerating at the margin, with the number
of new telephones during the month of November 2006, at 6.75 million, exceeding
the monthly average in the preceding year by a wide margin.

In aggregate, India had 183.5 million telephones as of November 30, 2006,
with the nationwide tele-density reaching 16.3 percent. Between 1998 and 2005,
urban tele-density rose from 5.8 to 33 percent, and rural tele-density from 0.4 to
2 percent. In terms of price, as of March 1, 2006, customers could call anywhere
in India for one rupee (2 cents) per minute, using fixed-line service offered by
Bharat Sanchar Nigam Limited (BSNL), the public sector telephone company.
Private sector companies such as Reliance offer similar, even cheaper, services

though their networks.””
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Outsourcing is the business practice of hiring a party outside a company to
perform services and create goods that traditionally were performed in-house by
the company's own employees and staff. Outsourcing is a practice usually
undertaken by companies as a cost-cutting measure. As such, it can affect a wide
range of jobs, ranging from customer support to manufacturing to the back office.

Outsourcing was first recognized as a business strategy in 1989 and became
an integral part of business economics throughout the 1990s. The practice of
outsourcing is subject to considerable controversy in many countries. Those
opposed argue it has caused the loss of domestic jobs, particularly in the

manufacturing sector. Supporters say it creates an incentive for businesses and
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companies to allocate resources where they are most effective, and that
outsourcing helps maintain the nature of free market economies on a global

8o
scale.
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