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ABSTRACT: Engaging with theory from the field of internatédnpolitical economy and political
geography, this paper undertakes to critically @ranthe strategies of increasingly powerful suloratl
political actors in India and to discuss their egivgg role in the territorial restructuring proceshe analysis
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1 INTRODUCTION

India has emerged in recent years as an imporfagempin the world economy, more commensurate
with its demographic size. Rapid growth but alsofgund political transformation is putting into riwt
major changes in the Indian economy, which are Ipaisible in India’s cities. Indeed, metropolitan
regions are the main sites of growth and new imwests, both national and transnational. The palititite
has realised this and current policies are prorgotirban regions as strategic assets. Inspired aijasp
based policy trends compatible with a broader beddil agenda, these take the form of large-scalecsgic
and infrastructure projects, a compelling examgidp Special Economic Zones. Along with measuras th
simplify investment procedures, such policies aterided to make cities more efficient and moreaetitre
to transnational capital. Significantly, local gaweents, whether municipalities or villages in urba
peripheries, are not involved in such decision-mgkiindeed they are rarely consulted about theelarg
projects affecting them. Subnational states, inpetition with each other, are driving the process.

Engaging with theory from the field of internatidrolitical economy and political geography, this
paper undertakes to critically examine the strategif increasingly powerful subnational politicatas in
India and to discuss their emerging role in thettatal restructuring process and as regulatidessof the
global political economy (Painter and Goodwin 198%ul 2002). It is argued that state and territoria
restructuring are shaping India’'s urban economies luilt environment in multiple ways, and that to
examine these processes, the subnational Staier(f@gvince) is the most appropriate scale of ysisl
More specifically, the analysis focuses on thetfsliand policies of the re-scaling process undgmwishin
the national political economy, which is being @dyout in the framework of India’s distinct fedesgktem.
Taking large-scale economic and infrastructuregmtsjas emblematic examples of re-scaling, | exaittia
policies of the State of Haryana, which are shagiregmetropolitan region of Delhi. Like some otBeates,
Haryana is aggressively pursuing city-centred itrialsgrowth, directing its energies at Delhi. Usgin
primary data collected in the field and officiallipg documents, | examine the content and modaliiekey
policies that contribute to shaping the State’sulatpry environment. This offers an entry point for
analysing relations between regional and natioteles and the regional-local scales.

The paper is organised as follows: Section 2 pesidontext for understanding the case material,
Section 3 analyses contemporary economic re-stingtin India and its impact on urban space, Sactio
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examines the preponderant place metropolitan Dmdbupies in Haryana's industrialisation strategyd a
analyses changes in the policy environment, arity I8ection 5 reiterates the main arguments.

2 INTENDED & UNINTENDED CONSEQUENCES OF ECONOMIC RE FORMS

Structural adjustment reforms undertaken sinceetiy 1990s have resulted in many changes in the
Indian economy. Of particular interest here are dhanges in the trade regime and the industriatyol
which have prompted a major restructuring procé$®e federal equation has also undergone important
changes, in part the unintended effects of econagefarm, and it is argued here that this new fddera
governance has profound consequences on urbargiotal economies.

India’s relationship with the world economy has damentally changed in the last 20 years: from a
highly protected regime — its import duties wereoamthe highest in the world — it has graduallyregzeup
to trade and foreign investment. Within India, tegulatory framework has been overhauled and fares
much less constrained than in the past for engdgitrgde, expanding capacity, entering into jemtures,
etc. In effect, until the nineties, the centratestanaintained strict control over private investineacisions,
including the geographical location of firms, thghua complex system of licenses and permits. The
development model adopted in the 1950s, basedaterisd industrialisation and import substituticeljed
on the centralised management of the economy.ditian to allowing the state to channel scarce tedypd
priority sectors, planned industrial developmentsvea means to pursue the goal of balanced regional
development. In this institutional set-up, subnaioStates had relatively little policy space, amere
obliged to lobby the Centre for industrial investitse With the dismantling of the “licence-permit’ria the
1990s, there has been a twofold decentralisationvestment decisions to private firms, and economic
development initiatives to State governments. Boifgl, macro-economic and monetary policies corditm
be made by the central ministries and nationaltingins like the Reserve Bank of India, but Stdtese
more manoeuvring space than in the past and capt adeasures that influence the investment climate
within their boundaries. This is one important dirsien of state territorial re-scaling that is takjplace.

This re-scaling has launched a new phase of irtete Sompetition for private investment, with the
inevitable risk of a race to the bottom as Statebilise the instruments and resources at theirogisp In
terms of resources, States are unequally endowadbly with regard to attractive ‘productive spaces
which are increasingly defined in relation to glbbzarkets i.e., metropolitan regions, coastal greas
industrial corridors.

Inter-State competition has been further exacedblyethe unequal performance of States in the post-
reform period, and deepening inequalities. The tgi;n economic agenda and its impacts have
fundamentally revised the rules of the game by firithg the nature of the Centre’s mediation between
States, and by embracing an economic regime tbaupes uneven economic development. However, rather
than a‘hollowing out’ of the national state, widely docented in literature, there is a complex redefinitio
of federal relations that includes delegation kg ¢kntral state to subnational States, often acaniag by
directives and other instruments of control andreight (cf. SEZ policy below). This is one of thefitiing
features of the politics of economic reform in kndi.e., the practice of diffusing opposition byledmting
the management of reforms to the State-level. Baitkey point, and this has important implicatioosthe
ongoing debate on transnational liberalism, onclegdted, the political elite selectively pursue sio
reforms most compatible with their own objectivesSubnational States are not simply handmaids ef th
Centre, nor of global capital as we shall see J#itey have their own motivations and electoral polsions,

a fact that helps explain the variations that dogeoves across India’s regions in response tauetsting.

3 ECONOMIC RESTRUCTURING AND URBAN SPACE

Growth has been very uneven across India’s vastaigr and population, increasingly so in the tagbd
decades. Urban centres, especially metropolitalescihave become the main nodes of growth; their

1 On at least one occasion, the Centre intervenedgolate exemptions sales tax that were reachpig e
proportions and squandering an important fiscaluese.
 See Rob Jenkins (1999) for a detailed analysikisfrocess.
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contribution to GDP is estimated to be about 6080t surprisingly, the States experiencing the &gagh
growth rates are those with the largest citiesn(@ose proximity): Haryana — Delhi, Maharashtidumbai
(ex Bombay); Tamilnadu — Chennai (ex Madras), AadRradesh — Hyderabad. Metropolitan regions in
particular have attracted new investments, a pattet is consistent with global trends. Not onlg these
areas the most developed in terms of infrastructwth quality and quantity, but growing income<ities
feeds demand for commercial and real estate aetvitndeed, the rapid growth of the last 15 ydws
primarily benefited the urban middle classes, fatance through employment opportunities in thtargr
sector. This concentration of wealth and opporyufat capital accumulation places India’s largates at
the core of its political economy. This is a maghift, given the continued political importance rofal
areas, where more than two-thirds of the populataord hence voters, live. Notwithstanding, politica
parties often have a direct stake in real estatéuves and the nexus between economic and poléiitat is
most explicitly manifest in the context of largeoromic and infrastructure projects. Urban and pben
land is at the centre of the re-scaling procedsdia as will become further evident later in théction.

The emphasis here is not on metropolisagiemnse, but rather on public action in support of thisgess,
on the ways cities are mobilised as ‘resourcesedonomic strategies. As mentioned above, although
metropolitan cities concentrate growth and areeasingly identified as growth engines by nationad a
subnational governments, they remain politicallg &inancially very weak. It is the subnational 8tathat
exert control over urban space, and their enhapobidy space as a result of re-scaling has intexstheir
interventions in urban areas, and in metropolitgians particularly. These policies represent neim$ of
public action that can be analysed as regulatiols teshaping new geographies in a more liberalstbnal
economy.

Metropolitan regions in India are being shapeddrge-scale industrial and infrastructure projetts.
name just a few: public transportation systemsluground metros, dedicated bus lanes), construofio
new roads and expressways, housing, office buitdengd industrial estates. In the housing sectorngt
demand by middle and upper income groups has be¢yrprivate companies, and indeed real estate has
become one of the economy’s most dynamic sectties|ast decade in particular has witnessed an éngerg
pattern of large-scale residential projects corarkias self-contained townships, complete with coriale
facilities and social infrastructure. Although theme key sources of urban development and rajgertamt
social issues, the focus of this paper is on indsnhfrastructure, mainly in the form of industriestates
and special economic zones.

Public provision of industrial infrastructure

State agencies have long been involved in creatmggmanaging industrial infrastructure, but theaeeh
been significant changes in the goals and the nimdabf their interventions, starting in the 1990st, if
not all, States formed industrial development anihfsastructure corporations in the 1960s, whiarevput
in charge of acquiring land and building industestates equipped with basic infrastructure (roadser,
electricity and telecom connections), where prodactinits could lease space and set up operatigickly.
One of their foremost missions was to promote itrialsation in specially designated “backward afea
territorial units (districts or development blockshose relatively weak socio-economic indicatorsddena
them eligible for special attention from government

The larger policy goal was to promote a more badnspread of industrial activity, in part to avoid
migration and ‘unplanned’ urbanisation. For manyarge until the 1980s, official policy ignored
urbanisation, or attempted to contain it: “... itsxsthe ambition of the planners to link urban ardlstrial
dispersal using a combination of tools includingustrial licensing policy, selective location ofhtia
sector factories and promotion of small-scale itiess with a clear intent of maintaining the paidn in
rural areas. Strict rules prohibited the locatidrinalustries in or near urban centres. More disgatlties
suffered from inadequate public investments inasifiructure and housing, a policy that can be int¢ed as
a deliberate attempt to reduce the pull factor faities.” (Kennedy and Zerah 2008: 112).

Given this context, the current shift in policyalé the more dramatic. Today the national stateelsas
subnational States are re-scaling, targeting melitap regions as strategic assets. This papeligigh one
particular policy, Special Economic Zones, thapasticularly emblematic of the shift in officialittking
about India’s industrial strategy, and which isgsilarly affecting the country’s large cities.

3 Mumbai alone contributes 5% of GDP and 30% of inedax.
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India’s Special Economic Zone Policy

SEZs are not new in Indfahut the national law passed in 2005 marks theripég of an era, a sign of
the commitment of India’s political elite to a litadisation agenda. For Rob Jenkins (2007), the Salicy
can be seen as a third generation of reforms, ijective being to facilitate and intensify the effee
participation of India’s largest private-sectomis in the global economy by improving the physiaad
administrative platforms from which such firms ogter Explicitly inspired by Chinese SEZs, the otiyec
is simple: accelerate investment to stimulate etspand employment, by providing excellent quality
infrastructure and a favourable fiscal regime (ep@oms from import and export duties, excise anéssa
taxes, exemptions on profits for up to 15 years) et

The national coalition government that announceésl hold policy was led by the Congress Party, the
same one that initiated economic reforms in 199hil&such a policy sends a strong message about
political commitment to liberalisation, it also werdcores the failure of previous governments teessfully
transform the investment climate. In effect, th&Siblicy amounts to creating a liberal “hassle-fresgime
in enclaves across the country. The detailed ruddsased in February 2006, lay down the guideliaesll
activities within the zone, and for its governarsteucture. For all practical purposes, these areida
territories that operate within a distinct regutsittramework. It is a textbook example of re-scglinreation
by the state of new territorial coordinates that sarve as production platforms for the global retwk
(Brenner 2004).

In contrast to China, the zones are to be finarmcet managed primarily by private developers. Their
response has been enthusiastic: by June 2009, rof&ts had received formal approval from the a@ntr
board, and 322 zones had been notified. NotifiedsSite those that have cleared the final appraalgss
at the central level and have been legally declaxedification follows verification that the land in the
developer’'s possession and that all requisite afears have been obtained, e.g. from planning atidsor

Regarding the sectoral distribution of notified SE&4% are in the category IT/ITES/Electronic
Hardware, followed by about 5% each for engineegaind pharma/chemicals and 4% for bio-tech. Less tha
4% are in the textile/apparel/wool category, aaeittat is traditionally strong in the country’spexts®

There are no restrictions on location, nor areeliecentives to set-up in underdeveloped areas;hwhi
suggests an implicit strategy to favour geogragluocentration and in particular metropolitan region
characterised by its supply of human capital, dualnhfrastructure and overall connectivity. The
repercussions of the SEZ policy for urbanisatiom memendous: the National Institute of Urban Affai
estimates that between 50 and 70 satellite citidsspring up around SEZs, each having a populatb
500,000 to one million (2008).

Although the following analysis is not limited thet SEZ policy alone, the latter provides a compglli
prism through which to analyse the politics of emmit restructuring and state re-scaling. It is ¢ative of
emerging geographies of production in India.

4 DELHI AT THE CORE OF HARYANA'S INDUSTRIAL POLICY

In the case of Greater Delhi (population, 15 mil)iol will be examining the policies of the State o
Haryana, whose territory surrounds Delhi on thiidess(north, west, and south). Although the aréaghe
examined falls in the Delhi Metropolitan Area (Eig. 1), it remains for all practical purposes untte
administrative control of the Government of Haryafddis is because the Delhi Metropolitan Area
corresponds to a planning unit only, its bordersidbcoincide with a political entifyThe focus will be on
the overall investment climate created by the &tatelicies and practices, and the specific meastaken
to implement the SEZ policy. The State is keenla@of Delhi’s attractiveness and its own advardage

* India was in fact the first Asian country to expent with the concept, in the form of an expoxqassing
zone in Kandla, Gujarat, in 1965. In 2000 a newezpalicy was introduced, inspired by Chinese SEZs.

® Textiles may also be present in multi-sector SEffswhich there are 12 notified. Source: Dept of
Commerce, Ministry of Industries and Commerce, Gifvhdia. http://sezindia.nic.in

® Moreover, the Delhi Metropolitan Area is situateithin an even the larger planning unit, the Nagion
Capital Region. | thank Dr. Veronique Dupont foedk clarifications.
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location in proximity to the metropolitan regiomdahas adapted its economic development stratetpkén
advantage of this faét.
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Figure 1 Map of Delhi Metropolitan Area

The State of Haryana, with a population of 21 mwilliis considered economically advanced, enjoying
both a high level of income per capita (536 eureisygar compared to the national average of 38Fsgur
and rapid growth. Its growth rate has generallyeeged the national average, and has been sustained
around 7% since 1990. Its contribution to GDP isghdy 3%, whereas its population is less than 2&ian
land area is less than 1.4% of total land (Bhandad Kale 2007). It has fertile, irrigated agricudt and
contributes disproportionately to the country’sdagrains, notably wheat and rice. Industrially tidias a
strong, diversified base and in recent years hasldeed a specialisation in the automobile industitye
State’s share in national production is approxitged@% for passenger cars, 55% for motorcycles 25t
for tractors. There are several industrial ceninegbe State, but the most dynamic in the postrrefperiod
are the districts of Gurgaon and Faridabad, whietcantiguous to Delhi city limits, to the soutl. (€ig. 1),
and situated within the National Capital Region ®yCAs the table below shows, the NCR occupies a
preponderant place in Haryana's overall industriigput and employment.

" This fact came out clearly in interviews with bstmior civil servants and business leaders in &tary
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Table 1. Data on Industrial Growth in Haryana Stateas a whole and in its territory situated in the
National Capital Region (NCR)

2002 2007 Notes
Number of in Haryana 8,974 9,954 Increased by 980 units
registered State in 5 years, of which 661
industrial units are in the NCR.
(under Factory
Act): in NCR 3,713 4,374

(41% of total) (44% of total)
Number of in Haryana| 540,338 681,416 Increase in share of
employees in State industrial employment
industrial units: reflects the large size of

the units in NCR.
in NCR 293,939 411,343
(54% of total) (60% of total)

Source: Communication from the Labour CommissioGeyernment of Haryana, December 2008.

Seen in comparative perspective with other Stdtes industrial policy of Haryana is unremarkable.
The main objectives are, not surprisingly: growghmployment creation, offering an enabling investme
environment, and garnering new investments in dlgbawth sectors (IT/bio-tech, automobile). Takdn a
face value, the means to these ends are also cpuiteentional: simplification of procedures for isters
(e.g., through a single window clearance mechanidisgal incentives and subsidies of various kinds,
support to industry through infrastructure prousi@nd through the constitution of a “land bank” to
facilitate large projects in particular.

Like some other States, Haryana has commissiosaddtistrial development corporation, the HSIDC,
to purchase land for industrial development, a immsshat is explicitly mentioned in the industrblicy
from 1999. As Zamuner points out: “... it aims at\yding a solution to the high prices of land resgjt
from Haryana's high population density and highune$ to land in certain areas — due in turn tdighly
developed agricultural sector —, as well as tocinasiderable transaction costs related to the sitigui of
large amounts of land” (2009: 29).

To appreciate the evolution: between 1973 and 18$4DC acquired a land bank of 1,500 acres, then
in 1995 alone, it acquired 1,000 additional acasBawal, 85 km SE of Delhi). In the following yed#r
started acquisition of 1,800 acres at Manesar, 8alkm from Delhi, for the first phase of a largéustrial
township combining residential, commercial and stdal activities® The timeframe indicates the impact of
the reform agenda on State-level practices anddhgpetitive dynamics at work. The selection of tomss,
increasingly closer to Delhi, also suggests anwdiani in the State’s strategy.

SEZs in Haryana

At about the same time it was building the indastrownship at Manesar, HSIDC made plans to
construct an SEZ called New Gurgaon in the hea@wfyaon, much nearer to Delhi. About 440 hectafes
prime real estate was acquired using the state imerghfor land acquisition, but later the governmen
changed its mind. Assembly elections held in 20@ught a new ruling party to the helm whose pdditic
leaders were eager to launch a high-profile ecoaqmroject. According to accounts, feelers werequitat
the highest level, a process that was probablyititeid by the fact that the central and State guwent
were now both run by Congress Party. Shortly tHaean June 2006, the State entered into a jodnture
with Reliance, India’s largest private corporatida, develop a multi-sector SEZ (RHSEZ). The State
brought to the deal the land that had it had ajresmtjuired in Gurgaon (440 ha), a move that progtoke
protests from landowners whose land had been ajdfor public purpose”. This SEZ was originally

8 Interview with Industries Secretary, GovernmenHafyana, Chandigarh, 19 November 2008.
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planned to be spread over 10,000 hectares, butihes been scaled down as a result of a centrdtdie
following violent protests against SEZs in West galnin early 2007.

Haryana can boast of a successful SEZ policy, ioéytthe best performer among Northern States.
The government has received a total of 94 propdealsetting up SEZs, at different stages in therayal
process, which takes places both at the State antlat level. As of June 2009, there were 46 “fdfma
approvals, 17 in-principle approvals and 31 nadif@EZs’ Table 2 below shows the sectoral distribution of
notified SEZ projects and their location in thetStghe dominance of Gurgaon is compelling.

Table 2. Notified SEZs in Haryana by sector, as df&pril 2009.

Sector Number Location (District)

IT/BPO 24 Gurgaon (18); Faridabad (B);
Sonipat (3)

Biotech 2 Gurgaon (2)

Engineering 2 Gurgaon (1); Sonipat (1)

Textile 1 Gurgaon

Multi-Sector 2 Gurgaon (2)

Source: Dept of Commerce, Ministry of Industried @ommerce, Govt of India. http://sezindia.nic.in

Analysing the policy environment

To understand the policy environment of a Staté itecessary to look beyond the contents of policy
documents and examine the informal practices ongtbend, in other words, use both official and non-
official sources? For instance, significant indicators can be gleainem supporting measures, department-
level naotifications and government orders in alaar that relate to industrialisation: industrialiqy, labour
policy, compensation for land acquisition, etc.sTédrpus of formal, but not necessarily publicidedisions
forms the basis of the overall regulatory regimat tine state is seeking to deploy, within the knof its
jurisdiction, and that constitutes the interfacéween the government and investors. Some of thee mor
significant decisions are discussed below.

In May 2006, the Department of Industries issug@dlicy with regard to “acquisition of land for péte

deployment and in public-private partnership fdtisg up of SEZs, Technology Cities, Industrial Baand
Industrial Model Townships, etc”. The notificationtlines the situations in which the government askist
private developers (depending on size of projecation, i.e., whether in National Capital Regi@ukward
areas/others; whether share equity of state govargmtc.). The general tone is one of great vgtigss to
assist private investors, with a view to encourggas much private participation as possible for the
development of infrastructure and for industriabwgth, in keeping with the State’s 2005 industrialigy.
Of particular interest is the stated willingnesdtaf government to form PPPs, including for SEAgoInt
ventures where the State government has 26% or share in equity, it “shall acquire the entire ldadthe
project”. In fact, among notified SEZs in the Staialy one is a joint venture, with Reliance, inigththe
State owns 10% equity. This contrasts quite shdmlynstance with the State of Andhra Pradesh,re/i&
of 56 notified SEZs were developed directly by 8tate’s infrastructure development corporation (&I
and another 21 projects were “assisted” by it, olgtéor assembling the land.

One clause in the document mentions that this Boeag consider “customised incentives ... including
such relaxations as it may deem necessary for\angi¢he objectives of economic growth”. Howevdr, i
also outlines “Terms & Conditions” for firms wangrto avail themselves of help for acquisition afida
from the State government, including for SEZs. Bhieslude paying the state administrative expe(ike%

° Cf http://sezindia.nic.in

% 1n addition to consulting policy documents, thisabysis was informed by the interviews conductethwi
people in Haryana from various backgrounds, inclgdjovernment officers, trade union leaders, ingust
organisations (Cll, PHD) and journalists. For tbéection of this data | would like to acknowledte able
assistance of Diego Zamuner, intern at the CSHstuent at Sciences Po, Paris.

1 Source: collected by the author at APIIC officgderabad, 16 October 2008.
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of total cost of acquisition); rehabilitation of pdation; providing essential services for villaghst are
relocated; setting up and running industrial tragniinstitutes; providing independent power plant or
purchasing power from a plant outside the staterydisa has a serious electricity deficit); giving
employment to at least one member of the family sehland is acquired for setting up the project; 25%
employment provided to Haryana residefts.

At about the same time, the government announdeer sheasures aimed at improving the business
climate in the State, including a new labour pol{@p06), simplification of procedures for startiag
industry, and relaxing regulations on existing daiets. The key novelty in the Labour Policy is aestule
stipulating the maximum time given to various catégs of employees (inspectors, conciliation office
deputy labour commissioners) to dispose of casdsruvarious labour laws. The measures are intetaled
make administration more efficient and more accablet since a party has recourse in case of a.tfelay
More importantly, they contribute to the centrabfja.e., to avoid conflict between labour and ngeTaent
and quickly resolve grievances in order to avoidikes. Industrial organisations, especially the
Confederation of Indian Industry (Cll), an outspokelvocate of India’s reforms, were consulted dythre
drafting of the policy, and their recommendatioresevtaken into consideratioh.

Such time-bound measures have also been put ie fdacstarting an industrial unit. For example, a
factory license must be given (or refused) witliiree months. In fact, on the ground the policy goes
step further: once a firm has applied it is ‘deerteetle approved’ and it can commence productiohowit
waiting for the official reply> Presumably in response to heavy demand in mettapdbelhi and to speed
up the procedure, the Haryana government has emmpdvtiee Additional Commissioner to issue licenses
for the districts of the State located in the N@#Rtead of being forwarded to the main office ie tapital
Chandigarh.

Lastly, it is not listed in the policy document tliuwas learned in discussions with officials thzgre is
a provision that allows for self-certification biyrhs, including for health and safety rules. Theads to
emphasise ‘compliance’ as opposed to ‘prosecutione of the major advantages of self-certificafiona
firm is exemption from inspections. It was clarifieowever that firms could still receive surprissitg in
case of complaints, but only under orders of aeanfficer. According to the officer in charge: &h
government’s new thinking is that a company wilpiove of its own accord®® These citations give some
idea of the policy environment prevailing in thatet and that may explain its attractiveness testors.

To appreciate these changes in factory and labegulations, it should be point out that industrial
relations in Haryana have been quite tense in tepesrs, with several dramatic conflicts. Accordiiog
several informants, including a former Ministere tBtate government confers utmost importance tpikge
“peaceful” industrial relations, as part of itsasegy to attract private investment to the Stakeés ihcludes
maintaining political control over the nominatioh laabour Commissioners in order to ensure theis&lo
cooperation, and systematically sending the patidereak long standing strikes (Zamuner 2009:'17).

In analysing the considerable efforts being madehey Haryana Government to improve industrial
relations, the distinct impression is that prefeeens given to one category of social actors, ngmel
investors, over another, industrial workers. Altgowa full appreciation of industrial relations woukquire
further research, two remarks are in order: (iyeteas been a significant decline in organiseddaboindia
over the last 25 years, as a result of downsizingdth the private and public sectors and the tpsir

12 A committee constituted by the state governmestijmosed to monitor the compliance of these T&ms
Conditions, but | have not been able to check wdretiis committee exists, nor to what extent thegens

& Conditions have been implemented.

'3 The Deputy Labour Commissioner in Gurgaon admittete was some difficulty to adhere to the time
schedule, in particular with regard to claims foorlimen’s compensation, payment of gratuity, etc.
Interview with Mr Thakur, Gurgaon, 4 December 2008.

1 Interview with Ms Kavita Nair, Deputy Director, MNorthern Region, Gurgaon, 4 December 2008.

15 Interview with Mr Chahal, Deputy Director of Indtial Safety and Health, Gurgaon, 4 December 2008.
'8 According to the official in charge, the respomseself-certification has not been good “only 36,
mostly MNCs". He said only “good firms” would go for this, it must be confident that its standaads at
par with international standards, i.e. not in viimia of any provision of the Factories Act. Soursame as
note 15.

" See also Seghal 2005.
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privatisation of public sector enterprises (thearigy of unionized employees work for the governtggii)
India has a labour-surplus economy that makesgusarly difficult for workers, especially those thout
specialised skills, to negotiate for better sakagard working conditions.

Social compromises

If it is relatively less risky for the state to yitege investors over workers, it does not maketelal
sense in Haryana to ignore the interests of landosviindeed, farmers represent a powerful polifimale in
State politics, and a decision taken in late 20@dicates the government is sensitive to the ways it
industrial policy is affecting them.

A notification, dated 7 December 2007, emanating from the Revenue Depattioemulates a policy
for “rehabilitation and resettlement of landownerdand acquisition oustees”. It increases thellefe
compensation allowed under the Land Acquisition,Aa., the law that allows government to take
possession of private land for ‘public purpose’ri€at compensation rates are based on the valuafion
land on basis of sale deeds in the vicinity. Thisai flawed procedure, not least because in practice
(throughout India) sale deeds do not reflect thaadgrice paid for land since the latter is deftabn paper
to avoid ‘stamp duties’ or tax on land transactiths

The enhanced compensation includes an annuity p€&x15,000 per acre per annum (to be increased
by Rs 500 every yedr)for 33 years, an amount that is over and aboveusiol land compensation. It is
noteworthy that the decision contains a specialsddor land acquired for setting up SEZs, whicmare
generous and to be borne by the private developengly a sum of Rs 30,000 per acre per annum paiole
for 33 years by the developer and this annuity witrease by Rs 1000 yearly. Moreover, this policy
provides for the allotment of plots as a form ofnpensation, subject to a set of specific conditibus as a
general rule, the size of the plot depends on theuat of land acquired. In some cases, in additoon
residential plots landowners can also be allottedroercial sites (for small shop$j.

According to the Industries Secretary, the object¥ this policy is to improve upon the low levél o
compensation allowed under the Land Acquisition, Adtich incidentally dates back to 1894, when India
was under British rule. He mentioned the State gowent had announced another measure, targeting the
same objective, in the form of floor rates for diffint locations, ostensibly to ensure that compemsevill
be closer to market values, e.g. in Gurgaon tree fminimum floor price of about Rs 2,200,000 paea
(approx. 30,000 € per acré).

To my knowledge, this is the only policy of its #iin the country. It is significant in light of tHeact
that across the country, the SEZ policy has beetested on the grounds that it favours private kbpess
at the expense of farmers and landless labourdrs, stand to lose their livelihood. Following vioten
clashes in Nandigram, in West Bengal, in which tdtgstors lost their lives in a police shootinge th
Empowered Group of Ministers at the central govemmimievel sent a directive to States appealindnémnt
not to use state machinery to acquire land forgpeidevelopers.

Haryana's decision to enhance compensation andlpeaise the cost of industrial land for investiers
a reminder of the importance of local political ttas. An elected government in India cannot afftyd
ignore its constituencies. As the subnational Ssateks to offer attractive and competitive produrcti
platforms for national and global capital, it hascontend with social forces that operate at tlalland
regional level. This corroborates the findings air@ Paul that “local politics play a significardle” in
determining the response of subnational statdsetptessures of global competition (2002: 471).

Although there is one very visible joint venturd]l SEZ, the vast majority of SEZ projects in Haryana
are being developed by private players, and the stanot directly helping them to purchase lamdfact,

18 According to the Industries Secretary, sale deatisreflect 1/4 or 1/3 of real market rates.

¥ Rs 15,000 is about €211. In September 2009, €wwah approximately 70 rupees.

% Not surprisingly, the main opposition party, thedian National Lok Dal, promises to pay better
compensation for land: in Sept 2008 the former CMimister Om Prakash Chautala claimed that if his
party returned to power in the next Assembly eterdj he would ensure farmers get Rs 5 million jgetdre

for the land sold to industries, and if the farndawmas located in the NCR, farmers would be paidotioas
compensation. ReportedTie Hindu, 26 September 2008.

2 Interview with Yudhir Singh Malik, IAS, Commissien& Secretary Industries Department, Government
of Haryana, Chandigarh, 19 November 2008.
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discussions with several investors in Gurgaon aidid that the State government is not as ‘fadititetas
official discourse would suggest. In particular ytheomplained about “excessive” development charges
levied to cover costs of bringing networked infrasture to their SEZ sites. Interestingly, a higinking
official in the Ministry of Commerce of the centgdvernment confirmed that Haryana charged thedsigh
rates in the country, and that some States wahesktcharges. The same official admitted thaiinéstry

had made a recommendation to the State (on behglfiate developers!), to reduce thémiThis is an
interesting indicator of the politics of SEZs, aofdliberal reforms generally, being played out imdig’s
federal system.

5 CONCLUDING REMARKS

Taking as a starting point the trend of city-cetitgrowth strategies and territorial re-scaling Wwide
documented in the context of advanced capitalisht@s, this paper examines similar processesruagye
in India. A major difference is the virtual absemfdocal government, including in India’s largedies, in
decisions shaping urban space and the built envieoh Political institutions, evolving from a lopgriod
of centralised management of the economy, remaratghical although economic reforms are contnitguti
to redefining federal governance. In particulabrational States now enjoy greater policy spagautsue
economic development and influence the regionaliness climate, a situation that has increased
competition between them. Abandoning the goal ddiriiaed spatial development, their efforts are fedus
on improving infrastructure and connectivity in tlaegest cities, which are considered growth ergjiioe
the regional economy.

These processes are examined through the prishe @pecial Economic Zone (SEZ) policy, which is
particularly emblematic of the shift in India’s umstrial strategy, and which stands to have a pawaripact
on urbanisation. Indeed this policy seeks to craddeegulated free trade enclaves that can serve as
production platforms, and thereby facilitate themoy’s integration into global markets. Stronghpmoted
by the central government, State governments aapting) their own policy frameworks. Centring the
analysis on the State of Haryana, whose territorgosinds Delhi on three sides, the objective wantdyse
the public policies that inform the investment @i and contribute to the urban dynamics obserueiti®
ground.

Using official policy documents as well as primafgta collected in the field, the modalities of the
State’s approach were analysed, with particulanétin to changes in the regulatory environmenge Th
overall impression is of an aggressive industr@iqy, combining material incentives and simplifica of
rules and procedures with improvements in accollittalifhe enthusiastic response from private inoes
including for SEZ projects, is no doubt an indicatbsuccess. At the same time, an in-depth araglsws
that policy-makers have been responsive to reactmm the ground, motivated no doubt by electoral
concerns, and were willing to apply measures theftewnot in the interests of real estate developets
industrialists. This is a reminder of the importamt local political factors in shaping subnatiopalicies,
and one with important theoretical implicationscdtrroborates Paul’s assertion that subnationtdstsave
agency and do not blindly implement policies andnnations from above (2002). On the other handalloc
urban governments in India are completely excluiilech decision-making, and do not exercise ‘positive
agency, although they may succeed in exertingénfte on policy through organised resistance.
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