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Capitalist Contradictions and Contemporary Economic Order

H S Yadav

(Presidential Address delivered on March 2016 at MCGC University , Chitrakoot)



It is a matter of great honour and

privilege to me to deliver the presidential

address at the 26th Annual Conference of

Madhya Pradesh Economic Association. I

express my deep sense of gratitude to all the

esteemed members of association for electing

me as president of the association. At this point

of time I extend my heartiest congratulations to

the members of the association for the

achievements of uninterrupted organization of

annual conferences to discuss and address

national

and

state

problems

during

deliberations.

I know that there are not many buyers

of my ideas but I will place my thoughts

especially for the new generation to think on

and try to change their approach to study the

content and method of economics. Economics

cannot and should not be ideology neutral. This

has become more relevant and necessary as the

configuration of Indian economy, both in terms

of sectoral and spatial composition has gone

through a complete transformation and

changed to adjust to the process of

globalization under the hegemony of

international finance capital. This has changed

the subject in content and spirit. Upon

realization of the fact that economy in general

and marginal people and regions in particular

are faced with crises under the process of

globalization, hence the economics, without

any of option, has to address these issues to

make it economically and socially relevant.

The concepts which I am supposed to

deal are not very popular among right wing

scholars of economics. First, I will elaborate

the inherent contradictions of capitalism which

ultimately get manifested in the form of crises

and that are ultimately translated in the

problems and predicament of proletarian class

and marginalized regions. The dual character

bourgeois state, during the capitalist path of

development, has taken two diverged
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conflicting stands. It has always been ensuring

the expansion and accumulation of big capital

(domestic and transnational) by the policy

frame and opposed to it has always pretending

to be welfare state to help the poor and

backward areas. This stand of the state places it

to a specific type of contradiction. To answer

the contemporary debate on the question of

governance there are a number of

achievements on the account of the ruling

class. The point here elaborates the above

propositions in the light of the class character

of ruling class and the nature of state with

reference to the development of historical

materialism, mode of production, production

relations, class antagonism, and contemporary

base and super structure of the economy. The

above contexts are not mutually exclusive to

each other rather they converge at the point;

they all are referred to the stage of capitalism.

The contemporary debate of governance seeks

elaborate analysis, as is changes its definition,

meaning, nature, form and content with the

changed reference. There is no agreement on

the question of good or bad state. As such the

answer lies with the thinking, that how one

looks at it? In a class structured society the

specific type of state may be good for one class

and the same may go against the other class. In

fact the answer lies with that, in whose interest

the state governs. The bourgeois government

takes the premise that the class structure

remains unchanged and the state takes care of

all. In the capitalist mode of production, under

the bourgeois democracy the quality of

governance is adjudged by the design of policy

frame to favor the capital and class interest on

the one hand and the welfare measure to help

the working class to subside the growing

discontentment and antagonism.

The

dialectical analysis of governance with a

Marxist perspective needs to be seen in the

light of historical development of various
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institutions. The theoretical construct, prior to

the analysis is required because the whole

question stands on the philosophical

understanding. Class antagonism and persistent

conflict give rise to the state, and the state as an

institution serves the class interest. This

postulate forms the basis to provide a detailed

perspective and theoretical construct of the

class structure of society, class antagonism in

the light of developed capitalism. It also

provides the basis to explain the institution of

state that works in the interest of bourgeois

class with its apparatus under the developed

and peripheral capitalism. This sequence

explains how development of social production

with specific relations of production give rise

to two antagonistic classes and the state

originate as an institution to resolve the class

conflict and to reconcile the antagonism but it

starts soon serving the class interest and it is

this class interest and the class bias of state

displays the character of the governance.

Hence, the concepts are discussed briefly in the

following sections.

Economic Structure and class

The real foundation of society is the

relations of production in the economic

structure it peruses at the definite stage of

development. These production relations are

the manifestation output of productive forces

which develop specific type of mode of

production. The mode of production refers to

the fundamental characteristics which refer to

the technical method by which the productions

carried out. Marx identified different modes of

production in history and referred them as

primitive communism (the early classless

society), based on slavery, feudalism,

capitalism and possible socialism and

communism.

Each of the modes of production is

distinguished on the basis that one class works

for the other and the use of labour by one class

to extract the surplus value produced by

workers. The base (mode of production) i.e.

economic structure shapes the super structure

(the social production relation). The ownership

of means of production and the use of labour



on these productive forces remain changing

over time. It is a law for Marx that "super

structure is derived from the base. The

economic structure of the society forms the

base and the state and consciousness constitute

the superstructure". Further, it is generalized

that the productive capacity of the society

never remains constant in that case evolution

and development of productive forces lead to

further change in the superstructure. Marx

demonstrates that "super structure is not

autonomous, that it does not emerge out of

itself, but has foundations in the social

relations" and the and argument stands here

that the base and super structure have

uninterrupted interaction with each other. "Any

change in the foundation, in the society, leads

to the transformation in the superstructure. The

sum total production relations constitute the

economic structure of society, the real

foundation on which the superstructure rises".

The change in the mode of production

comes as a social reality. The productive forces

expand and develop in due course of time not

only in terms of technical method of

production but also in size. This development

in the productive forces creates conflict with

the old production relation and under the

changed circumstances; new relations emerge,

thereby changing the economic structure to that

of a new one. All such changes lead to the

change in mode of production and production

relation. As a consequence of these changes the

character of the classes also undergo a

transformation and the newer conflicts between

the classes emerge.

In the analysis of economic structure

of society and its process of development the

historical materialism refers to the course of

history which seeks the ultimate cause and the

great moving power of all historic events in the

economic development of society, in the

changes in the modes of production and

exchange, in the consequent division of society

into distinct classes and leading to the struggle

of these classes against each other."

(Bottomore 1983). This means the society as a

whole has been divided, from the beginning of

2
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civilization, into two specific groups. First, that

owns the means of production and the other,

which works on them for production. Marx

identified this division in the demarcated lives

of classes.

The communist manifesto clearly

remarkets as "freeman and slave, patrician and

plebeian, lord and serf, guild master and

journey man, in other word, oppressor and

oppressed, stood in constant opposition to one

another, carried on uninterrupted fight (Marx

and Engel's Manifesto 1848) this hostility

because of their group interest has divided the

society as a whole into camps facing each other

into class i.e. the bourgeoisie and proletariat.

Engel's to the English edition of 1888

manifesto of the Communist Party' defines

these classes as "by bourgeoisie is meant the

class of modern capitalist, owners of the means

of social production and employers of wage

labour. By proletariat, the class of modern

wage labourers who, having no means of

production of their own, are reduced to selling

their labour power in order to live."

Class Antagonism

The technical progress in the social production

is followed by specialization in commodity

production that leads to the differentiation in

labour power. This differentiation gets

structured in the division of labour. The

Marxist literature takes care of this division

both in terms of territorial and social division

of labour. This division of labour specifically

determines the relationship of working class

with that of capital or the capitalist class. The

division of labour provides basis for class

structuration in capitalism and this becomes a

driving force for both class consolidation and

fragmentation within the class and among the

classes. So is the case of internal unity of each

class that puts them in solidarity by increase in

the class-consciousness. The increasing class

consciousness gives rise to the class conflicts.

Marx asserted that class division of all forms of

society beyond tribal communism. As

discussed above the class interest of the two

classes brings them interface and the

differential of interest of classes puts them on



constant struggle against each other. This

truism lead Marx and Engel's in 1848 to write

the opening sentence to the Manifesto of the

communist party that "the history of all

hitherto existing society is the history of class

struggle" (Marx and Engel's 1848) This

struggle lies in the root of the development of

society and for this prior to that he comes to

the propose that "no antagonism, no progress".

The class struggle gives rise to the state and the

institution of state is the product of this class

antagonism, and it is this fundamental

proposition of Marxist analysis provides the

explanation to the concepts related to the role

and meaning of state

The State

There is nothing more central to

political and social theory, than the nature of

state and nothing more contested (Held 1998).

In the analysis of question of governance the

most important institution that needs elaborate

explanation is the state. Marxists regard "the

state as the institution beyond all other, whose

function is to maintain and defend class

domination and exploitation". Marx and

Engel's in manifesto of the communist party

characterized as "the executive of the modern

state is but a committee for managing the

common affairs of the whole bourgeoisie".

Engel's in his famous books" The Housing

Question" and in the "Origins of the Family,

Private Property and the State" have provided

the elaborate analysis to the institution with

regard to its origin, Karl Marx (1818-83) and

Fredrick Engel's (1820-95) articulated the first

systematic critique of the bourgeois liberal

state which incorporate the larger philosophical

perspective and reflects the completeness. Karl

Marx sees the "state as an organ of class rule,

an organ for the oppression of one class by the

other; it is a creation "order" which legalizes

and perpetuates this oppression by moderating

the conflict between classes".

The "State and Revolution" is one of

landmarks on the subject where, Lenin with a

perfect clarity demonstrates 'the historical role

and meaning of state' and places the

fundamental proposition as "the state is a

3
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product

and

manifestation

of

the

irreconcilability of class antagonism." (Lenin

1975). On discussing the question of

antagonism, two divergent views are placed

explaining that the petty bourgeois class

theorists are convinced that the state does

reconcile the classes. He further explains that

the state arises, where, when and in-so-far as

class antagonism objectively cannot be

reconciled. And the existence of the state

proves that the class antagonism is

irreconcilable. Marx place state as an "order"

and this order petty bourgeois class see as

reconciliation of classes and not as the

oppression of classes. Although, they agree to

the argument that the state is an organ of "class

rule"

and

"class

antagonisms

are

irreconcilable" To place his argument more

forcefully Lenin quotes Engel's from his book

The origin of the Family, Private Property and

the State that " It is a product of society at a

certain stage of development, it is the condition

that this society has become entangled in an

insoluble contradiction with itself, that it has

split into irreconcilable antagonisms, these

classes with conflicting economic interests

might not consume themselves and society in

fruitless struggle, it becomes necessary to have

a power, seemingly standing above society that

would alleviate the conflict and keep it within

the bounds of order, and this power arisen out

of society but placing itself above it, and

alienating itself more and more from it, is a

state". On this issue Marx finally conclude that

"state could neither have arisen nor maintained

itself had it been possible to reconcile classes"

and Lenin see the state as an instrument for

exploitation of oppressed classes. (Lenin1975)

The Contradictions and the Crisis of

Capitalism

The dominance of capital over labour

in a class divided economy creates

contradictions inherent in the capitalism. The

problems and predicament are the products of

these contradictions finally reflected in the

form of crisis. The penetration of monopoly

capital in service and production sectors

creates general contradictions. The principal



forms of these contradictions are spelt out by

David Harvey (1981). The first type of

contradiction is seen within the capitalist class

in which the immediate self interest is

antagonistic to their class interest. The second

contradiction is the class struggle between the

labour and capital, where the interests of

capital confront with the interests of working

class. In the underdeveloped capitalism, there

is other minor type of contradictions, though

not of less importance, they include the capital

and peasant, artisan sector versus big domestic

and foreign capital. The state pretends to be a

welfare state, therefore, the contradictions of

market versus plan and local versus global also

surface. This dualism appears as the

government on the one hand tries to intervene

in the market, in a planned manner and create

the environment of free play of market forces

on the other. Hence, the global forces confront

the local interests.

The capitalist process of accumulation

also has inherent contradictions, which get

manifested into the crisis. The growing capital

power in the built environment (i.e. creation of

infrastructure for production, circulation,

exchange and consumption) is regarded as

process. And it is this process always, as the

theory of accumulation leads to crisis. These

crises may be observed first in the place of

capital

accumulation

because

over

accumulation and investment falls in crisis.

This expansion of capital does not follow the

demand pattern of commodities by people;

rather it gets diverged because of internal

competition and only for the needs of capital.

Thus, the crisis appears in the secondary and

tertiary circuits of capital. This also affects the

invested value of built environment and the

commodity production. It also affects the flows

of capital in the service sector such as

education, health, transport and other social

welfare in terms of expenditure. Finally, the

crisis is seen in further flow of capital as this

does not add to the surplus value.

Concentration of capital, into larger

and fewer units, oust the smaller capitalist and

displace people from their traditional

4
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production and livelihoods, the proletariat class

expands. Karl Marx puts it as a general law

that accumulation of capital is expansion of the

proletariat (Karl Marx, 1967). The changes are

seen in the division of labour with expanding

unemployment and labour surplus, which

results into the under consumption. This

disproportionability may lead to deterioration

of living conditions, employment and power of

working class.

To understand these phenomena in a

more simple expression, it may be presented

such that the growing power of monopoly

domestic and foreign capital in the economy

the city, in secondary and tertiary sector and

also in the primary sector in the city

hinterlands, creates imbalances. These

imbalances may be observed within the

capitalist class, as well as, between the

bourgeoisie and proletariat class. They form

the structure of economy and can be seen as the

problems and predicament. The common

superstructure which emerges is growth of

inequality in income, consumption and living

standard, in housing, pollution, shortage of

social infrastructure, fall in employment and

wage rates with a decline labour productivity.

Though, studies have addressed these

problems, when the question comes for

searching the basic causality and solution to

these crises. The answer is normally searched

within the contemporary system. Most simple

answer comes in the form planning. The fact is

that the system which generates these problems

and predicament, in no way, can provide

solutions to them. The argument Marx puts

forward throughout much of The Capital is

that, there is always the potential within

capitalism to achieve balanced growth, but this

potentiality can never be realized, because the

structure of social relations prevailing in the

society (Harvey 1981).

Contemporary Economic Order and

Finance Capital

Contemporary economic order is

designated as globalised economy without

much elaborated dialectical analysis of its

nature and functioning.

Globalization in



simple terminology should mean as free

mobility of capital, goods, and people without

any specific nation or class interest.

Globalization is seen as a process where the

national economies get integrated through

trade, investment, capital flow, migration, and

diffusion of technology (Bhagwati 2004) and

increasing interdependence of economies

through movement of goods, services, capital,

and technology and emergence of global

market (Mohan 2009). It is seen differently by

Amin (2007) as intensification of trade among

poles and penetration of capital and by Patnaik

(1996) as globalization of capital in terms of

finance but not globalization of capital in

production. Marxist scholars see the present

day globalization differently and analyze the

process of exploitation the poor nations as well

as the people inhibiting them. The process is

not the natural development of society but seen

as an imposed one in the interest of specific

nations and a specific capitalist class.

The inherent contradictions of

capitalist system results into crisis and cyclic

depressions and recessions are markedly

observed. The metropolitan countries enjoyed

the domination of economic and political

power during colonialism of traditional type. In

the post second world war period the

developed capitalist countries could expand

their economies by penetration of monopoly

capital in the form of exports of technology

and finished goods. The growth gradually

slowed down during 1980s and the recession in

the capitalist world became the continual

feature. The recent depression of the advanced

capitalist countries compelled them to make a

combined effort and this time the GATT was

taken as the ladder of transferring burden to the

south. Under the GATT agreement of Uruguay

round, the third world countries brought

massive structural adjustment suited to the

metropolitan capital. The basic resultant

change was the retreat of the state from social

responsibilities and provided concessions to

the private capital and this liberalization

permitting free flow of foreign direct and

portfolio investment, disinvestment of public

5
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sector, and free play of domestic and foreign

private capital, paved the way for exploitation

by the monopoly capital. The World Trade

Organization (WTO) is formed to allow the

penetration of transnational capitals and

commodity with equity to the under developed

economies. This has two fold interest of the

multinational monopoly capital to find the

larger global market for their goods and

exploitation of regional resources. In fact, the

imperialism came to the stage in a changed

form with statutory powers. David Harvey

(2009) termed it the “Spatial Fix” and sees it as

capitalist’s drive to resolve their internal crisis

tendencies by geographical expansion and

geographical restructuring.

The process of globalization brought

the conditions such that the state has

completely withdrawn in phased manner from

the welfare character and encouraged free play

of market. The reforms promised high rate of

growth,

raising

employment,

globally

competitive industry, accelerating exports and

balanced budgets and eradication of poverty as

a big product of growth, but opposed to this, is

resulting into burgeoning unemployment,

stagnating industry, retrenchment and closures,

mounting trade deficit. What is more is

agriculture has been starved of public

investment, guaranteed remunerative prices,

virtually abandoned and agricultural products

to unfair competition, resulting in widespread

and precedented poverty in the rural

hinterlands. This demands a changed analysis

on the above issues with the emerging spatial

configuration of the problems with a dialectical

approach. The globalization is considered as

the globalization of finance even many times

referred as financialization. Lenin (1973) while

analyzing the stage of capitalism elaborated the

monopoly of industry and banks brought the

centralization of capital and their collaboration

has lead to formation of finance capital

controlled by finance oligarchy. He had also

argued that finance capital stand as rival to

capture the economic territory for direct

benefits. The mobility of finance, across the

globe, brought into the new entity of capital,



that is, international finance capital (Patnaik

2010). In the current epoch of “globalization”

when finance capital itself is international in

character, the controllers of this international

finance capital constitute a global financial

oligarchy. This global financial oligarchy

requires for its functioning an army of

spokesmen, media persons, professors,

bureaucrats, technocrats and politicians located

in different countries (Patnaik 2009).

He further elaborates that there should

be a group of core ideologues of finance capital

who exert and manipulate this pressure. The

“peers” themselves are not free-floating

individuals but have to be goaded into sharing

a belief-system. There has to be therefore a set

of key intellectuals, ideologues, thinkers and

strategists that promote this belief system,

shape and broadcast the ideology of finance

capital, and generally look after the interests of

globalised finance.

The international finance capital has

overcome the concept of nation state and its

functioning now is global. The finance capital

generated in a particular nation also works in

the interest of global finance capital. The

global finance capital has undermined the

authority of state and has greatly influenced the

policies to tune with the interest of

metropolitan countries and transnational

monopoly finance capital. The finance capital

is also the guiding force of creation of new

economic and geographical spaces. The

creation of ideologues has also changed the

academia in general and geography is not out

of this. The need for the paradigm shift is

necessary

to

counter

the

prevailing

explanations to the new economic and

geographical spaces created by the global

finance capital. Finally, functions of finance

capital seem to be development and welfare

oriented on its face and a large number of right

wing economist take them at a positive note.

But the dialectical analysis reveals the

counterproductive picture. It is unproductive in

nature, undermines the sovereignty of state,

does not work in the interest of nation state;

rather serve the interest of capital alone and by

6
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nature it is global. This means in no way it

takes care of increasing interregional and

interpersonal inequalities and to resolve the

problems and predicament of proletarian and

marginalized regions.

Indian Experience

(i)The Fusion of Monopoly Capital and the

State

The retreat of the state through

concessions to the private sector and post

liberalization, permitting free flow of foreign

direct and portfolio investment, deregulation of

domestic and foreign private capital and

disinvestment of public sector paved the way

for exploitation by the monopoly capital.

Though, the alliance of the state with capital is

not new to Indian economy. The mercantile

capital and British Imperial State displayed the

close association for exploiting the resources.

This metropolitan capital had the free play and

dependent development may be seen in

creation of infrastructure and investment in

production. It is not difficult to find this

alliance between the domestic capital and the

state in India during the post independence

period as well. The private capital was always

provided

with

favoured

environment

throughout the planned developed period also.

The public sector remained sub servant to the

capital. The social obligations were always

linked with public sector and private capital

was left to grow unabated in the post

liberalization period and now one finds the

complete fusion of state and the monopoly

private capital.

The state apparatus, the legislature,

the executive (administration) and the judiciary

represent, the authority and serves the class

interest. The Marxist perspective to this is the

that the state serves the interests of the

dominant capitalist class, but which seeks to

portray itself as serving the nation as a whole

by obscuring the basic lines antagonism (Gil,

Lo and Write, 1975). The Keynesian

economists are in favour of state intervention

for social justice. But the WTO regime has

marginalized the state and with the completion

of first phase reforms, the state has proved that



it stands in favour of monopoly capital and

cleared all the obstacles on the way, when the

question comes for serving the interest of

capitalist class. Gradual withdrawal and

disinvestment of public sector undertakings

confirms that the fusion of state and monopoly

capital has come to a full circle.

(ii)The Expansion of Capital and Property

Sector

The processes, shaping the peripheral

capitalist economy are markedly observed in

the expansion of property sector especially the

ownership of productive forces and assets and

the built environment. This has gone in favour

of rich and brought more people to the

marginalized category. The investment pattern

in property sector verifies that “the rich has

taken them over while the poor are relegated to

wretched quarters on the periphery “(Niemeyer

Oscar, 1985). The urban process is causing

marginality to the working class because the

money invested into central city passed on to

the suburbs in the form of profit, rent etc.

shifting of surplus value from workers of inner

city to capitalist and bourgeoisie of suburbs

(Smith, 1977).

The

competition

of

business,

residence and industry for achieving the

maximum accessibility are ousting small

capital even out of business. The areas of high

returns on capital investment have almost

ousted the residence especially of the middle

class to the remote isolated areas that are

devoid of the basic social infrastructure, as the

rents and land values have increased

inabsorbently. The slums or slum like housing

conditions constitute half of the total area and

the population that lives below the poverty line

in relative terms. A similar type of penetration

of capital in the urban fringe and hinterland is

observed around the city. The investment

pattern around the cities, in the recent past, is

unique feature. The agricultural land is

acquired by the capitalist class living in the

city, in the name of farm houses and

agricultural farms. The changed pattern in the

property sector has ousted the small and

marginal farmers from land ownership and

7



Journal of Madhya Pradesh Economic Association, ISSN 2277-1123 , Feb 2017 Vol. XXVII , No. 1



compelled them to join the army of landless

workers.



acquired by the city based capitalist and the

production pattern is changed in favour of cash

crops demanded by the city market. The small

and marginal farmers are displaced to join the

land less labour army.



(iii) Commodity Production and Division of

Labour

Commodity production has changed

to meet upper class needs and helped in

creating spurious demand through policy

measures of loans and advaqnces. There is a

strong correlation between the property sectors,

where the expansion of capital in a specific

direction yields, a particular type of production

process and thereby, the division of labour. In

the post liberalization era, the global and

domestic capital has overpowered the public

sector and the small capital. The built

environment i.e. the creation of infrastructure

for production of goods and services is

shaping, as per the capitalist mode of

production with the prime motive of profit

maximization. Health and education are the

examples for that purpose. The public sector

services of health and education are

undermined by the private nursing homes and

public schools and private professional

colleges. These services are out of reach of the

working class. The capital creates extra surplus

value on two accounts, first they do not

guaranty the quality and secondly in a labour

surplus urban economy, the wage rate confirm

the Marxian first circuit of surplus value, as the

monthly wage of a trained doctor, engineer,

management personnel and a college teacher

hardly or a trained school teacher or nurse

hardly exceed one tenth of normal wage. Other

office wage rates are not significantly different.

By and large, large part of the labour force find

job in the informal sector, where the

exploitation of working class is maximum. The

urban economy almost has reached to a

saturation point and has stopped generating

employment.

The production and division of labour

has undergone a complete transformation,

where the commodity production in both

agriculture and industry comes under capitalist

mode of production. The agriculture land in the

fringe and immediate hinterland has been



The industry sector in the hinterland

of large cities is a product of backward area

development strategy of seventies. The growth

centre strategy was adopted to generate growth

impulse in the depressed regions by providing

concessions and subsidies to the industries

moving to these locations. The political

economy of these industrial estates (growth

centres) present the classical examples of

economics i.e. surplus value cornered by the

capitalist class. This maximization of profit is

channelized by taking twin advantages of

loopholes in the policy. First, almost all the

growth centre chose their sites within a thirty

kilometers radius of big cities, to take

advantage

and

economies

of

urban

agglomeration. Secondly, a large number of

entrepreneurs have reaped the fiscal benefits as

subsidy on finances, tax holidays, subsidies on

power and land and so on. Therefore, the

private global and national capital both in

agriculture and industry is facilitated by the

state.

(iv) Collapse of Infrastructure Hierarchy

and Increased Dependence

The process essentially implies the

creation of physical and social infrastructure.

This basic infrastructure is a precondition for

the economic development and consolidation

of economic power of capital. The centrality

and nodality level is the other expression of

location of central functions, which the places

provide to the system of services. The location

of this infrastructure, of which the transport,

power and financial institutions constitute the

core, is not disorderly. The location and size or

the level of these central functions and services

are hierarchic in nature. And the hierarchies of

this infrastructure represent the hierarchy of

urban centres within a system.

The concentration and localization of

production represents the investment as a rule,
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the capital flows to the areas of high returns.

Because of the locational advantages of

agglomeration and other economies, the urban

process gets influenced by capital. The type of

linkages developed under the capitalist

economy between the centre and its hinterland

are exploitative in nature, which essentially

make

the

surrounding

small

towns

dysfunctional. The result is collapse of

hierarchical order of functions and towns,

equally geographical specialization and the

division of labour in a natural course disturbs

the rational of space in terms of physical and

social infrastructure.

This non-hierarchical distribution of

urban centres and services in the hinterland and

the fringe areas of large cities, create greater

dependence on the monopoly localized capital

invested in the infrastructure of service sector

in metropolitan cities. The urban process in

India presents typical example of this process.

The urban centres are dysfunctional and there

is one way flow of resources in favour of urban

capital market.



wage squeeze results into a considerable

reduction in income. The terms of trade under

the capitalist process are in favour of capital

and urban areas. And as a consequence, the

real income of the working class remains

insufficient to meet the basic needs. This gives

rise to the change in the consumption pattern.

The poverty has the multiplier effect and the

consumption of food and the services most

commodities fall outside the reach of the poor.

The only commodity with the working for sale

is labour.

The neo-colonialism under the WTO

regime has significantly influenced the job

market and wage structure. The urban process

in a broader sense has adversely affected the

purchasing power of the poor and marginal

class. The capital flow remains horizontally

mobile. This means the upper five percentile

people exchange money.

It does not reach to the poor in a

proportion what it produces. This in turn

changes the commodity production and the

capital goods remain outside the reach of these

masses. Similar is the case for basic services

such as health and education and other welfare

services, they become so costly that the poor

cannot afford them.



(v) Change in Income and Consumption

In a labour surplus capitalist

economy, the reduction of labour power and
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