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Kyvoko Inoue (G E#HF XE A% HEHEBEEKE)

Regional Cooperation of India: Focusing on Eastern India

So far, studies on the regional cooperation in South Asia have
mainly concentrated on bilateral relations among South Asian
countries, and even when South Asia as a whole has been taken-up,
studies have often been circumscribed by the boundaries of
nation-states and have not gone beyond the persistent conflicts.
Even the studies on South Asian Association for Regional
Cooperation (SAARC) seem to remain largely theoretical or
normative by nature. When the SAARC has been taken up, studies
tend to remain concentrating on the organizational issues and, at

best, each member’s stance and its problemsi.

In such circumstances, I try to think that a shift in the focus to the
sub-region within South Asia and adjoining area, could open a
scope for the study on the potential as well as the difficulties of
regional cooperation in light of the realities of the areaii. In order

to explore scope of socio-economic development through



strengthening regional cooperation in South Asia, I focus on

Eastern India and the neighbouring countries.

I set the field of my study to the sub-region of Eastern South Asia
consistihg of Bangladesh and Eastern India, including Myanmar
and adjoining areas of southern China. By Eastern India, I
specifically focus on the India’s eastern frontier states in the
North-east Indialii, the area which is surrounded by Bangladesh in
the south, Myanmar, in the east, Bhutan and China in the north
and northeast. The northeast India is connecting the mainland
India with a narrow corridor at Siliguri of 20 to 30 kilometres
width, between Bhutan and Bangladesh. Ninety-eight percent of
the border of the Northeast India is with Bangladesh, Myanmar,
Bhutan and China. The reason I have included Myanmar and
Yunnan Province, southern province of China, because of their

contiguity and China’s growing importance over the sub-region.

One of the characteristics of this area, the northeast India, is the
economic backwardness, with reasons, political and historical as

well as geographical. Being geographically and economically



backward, and even politically disadvantageous, is the reason why
I thought it worth to focus on the area, and try to see the prospects,

if there is any by way of regional cooperation.

Under the current context of global economy, various initiatives
have been promoted at bilateral, sub-regional and regional levels.
However, in case of South Asia, the development of the regional
framework, namely SAARC and the consolidation of amicable
bilateral relationships are disappointingly slow. In response to
such stagnated relationships, some countries including India,
Bangladesh and Pakistan have been increasingly looking east
beyond the region, especially ASEAN and China, whose economies
are growing rapidly. India’s approaches towards Southeast Asia
constitute a part of India’s ‘Look East’ policy. For India, along
with the association with the ASEAN and the affiliation with the
APEC, could provide scope for creating and strengthening

economic and political links with Southeast Asia and China.

Apart from the individual country’s approach to the regional

cooperation, there are moves for across-the-region cooperation.



The BIMST=ECiv and Indian Ocean Lim Countries association
may be noted. And there is a proposal to develop transport
networks, in particular the East-West corridor project and the
Trans-Asian Highways. Another i1s the Mekong-Ganga
Cooperation (MGC) vcreated out of the India-ASEAN cooperation.
However, either of the projects has yet to be taken shape, as far as
the Ganges project is concerned, as there is a drawback of
economic underdevelopment in the region. There is their own
reasoning, but their activities are not coming to the stage of

meaningful regional cooperation.
1. Kunming Initiative

In such circumstances, I would like to take up a sub-regional
movement that is called “Kunming Initiative” which covers the
area from the Yunnan Province of China, Myanmar, Bangladesh
and India, as one of the cases in my study. I try to see if there is
any scope for this movement of regional cooperation and if there

are difficulties, what is the nature of them.



In 1999, with a call by Yunnan Academy of Social Sciences, a
conference on regional economic cooperation among China, India,
Bangladesh and Myanmar was organised in Kunming. It was
initially called Kunming Initiative and subsequently became
known .as BCIM (Bangladesh, China, India and Myanmar)

conferencevi,

The idea of economic cooperation in this particular region was
advanced by the Yunnan provincial government of China several
years before the first conference of 1999. Yunnan’s potentiality to
become a trading post South-east Asia was recognized even before
it. At the symposium on regional development among of China,
India, Myanmar and Bangladesh held in 1998 in New Delhi,
Yunnan delegation proposed the idea, which led to the conference

in August 1999.

The motive behind the active initiatives taken by Yunnan province
is considered primarily an economic one, though apparently the
Chinese central government’s political and  strategic

considerations were there. Yunnan, a land-locked province has



already established an access to South-east Asia and has gained a
lot from 1it. It started to look for new opportunities, look at the
South, and South-west, and explore an access to the South, and
West and the Bay of Bengal. Another important motive might be
that it .wanted to strengthen economic relationship with South
Asian countries, mainly India. By way of establishing direct links
with India Yunnan will have cost-effective access to the vast
market, which otherwise would involve a 7000 km detour via Hong

Kong and SingaporeVii,

The Kunming Initiative started as Track-II initiative. The
respective counterparts are Yunnan Academy of Social Sciences,
Centre for Policy Studies of India, Centre for Policy Dialogue of
Bangladesh, and Department of Border Trade of Myanmar. In case
of China and Myanmar, the representative organisations are a
part of the governments, while Indian and Bangladesh

counterparts are private think-tanks.

I used the word “access”. The word “access” seems to be a key for

this regional cooperation. In this relation, it is interesting to note



that in the first conference, the reopening of Stilwell Road was
proposed. The road, which had been used since very old time by the
local people, was reconstructed by the US army led by Joseph
Stilwell in 1942-43, in order to provide logistic support to then
Kuomintang Government who was fighting against Japanese
forces. It stretched from Ledo in east end of Assam to northern
Myanmar and then extended to Yunnan province. After the War,
the road lost its mission and its condition dilapidated. Related
with the Ledo road, I have to mention that many people in the
Northeast India (where I visited in 2003) strongly dwell on the
merit of re-opening of the road. China has already embarked on
the reconstruction the road between Kunming and Myanmar
border under the French and ADB funded programme. On Indian
side, the road still exists but in a state of extreme dilapidation

since the end of the warviii,

A word or two may be needed to explain on the Ledo-Stilwell road.
The issue has to be examined based on India’s relation with
Myanmar. While admitting the significance of the road, questions

are there on the viability of the project, both political and economic.



Besides the deplorable condition of the road, the question has to be
raised on the international as well as domestic policy of Myanmar
government, as the road passes the areas, where their
anti-government forces are active. It is pointed out that there is a
possibili.ty of less than keen reaction from the Myanmar
government. Indian government also seems to prefer a different
road, which passes through Moreh (Imphal, Manipur) and Tamu
and Kaleaw (Myanmar) border, down to Mandalay and Yangon, the
road goes further to East, instead of the Stilwell road that lies in
an economically backward and politically unstable region in

Myanmarix,

But apparently there are difficulties in this Kunming Initiative,
especially from the Indian View point. One of them may be the

countries involved in it. One country is Myanmar.

As for the character of current Myanmar Government, I notice that
there is a difference in opinions in India. Whereas many seem to
have some reservations about the repressive nature of the military

junta over human rights, some seem to be of the view that



economic imperatives would prevail and try to reason themselves
that economic development hopefully could lead to democratisation
of the country. The latter opinion is gaining momentum. Related to
this, President Kalam’s visit to Myanmar might change the
situation towards expanding the relation which has been working
well last several years. Behind this state visit by the Indian
President, there is a strong awareness on the side of the Indian
government about the presence of China in Myanmar and the other

south-east Asian countries.

In contrast to the proactive stance held by China, and Bangladesh
to an extent in this matter, India’s reaction towards the Kunming
initiative was initially far from being enthusiastic. * Indian
government’s wariness might have been grounded in both economic
and political concerns including anti-Delhi insurgencies,
movement in the north-eastern states and above all the fear of
growing Chinese economic and political presence in the region and

beyond the region.

Nevertheless, I can observe a change in India’s attitude. There are



several factors behind the softening attitude of India towards this
initiative. One factor was the India’s interest in the stunning
performance of Chinese economy. The issue of cooperation between
the two countries was given a concrete shape when the Chinese
Prime Minister Zhu Ronji visited India in 2002. From the political
perspective, too, India has begun to see China not as a threat but
as a prospective partner who shares common concerns with respect
to national as well as international issues. The official visit by
Prime Minister Vajpayee to China in June 2003 has underscored
the indication that both India and China consider the bilateral
relations from a pragmatic viewpoint. Also as one of the outcomes
of the visit, India and China agreed to reopen the historic trade
route connecting Nathu-La in Sikkim and Lhasa in Tibet, which
bears significant implications on the future course of sub-regional

relations.

One big development in the South East Asia which India has been
looking at keenly, is the growing presence of China as an
influential political and economic power, which is considered likely

to render far-reaching effects over the regional relationships in the



short and long run. Related to this, China, which has already built
a strong tie with Myanmar, could play an important role in this
sub-regional cooperation. Although there has been no consensus
reached among the sub-regional countries on how China should be
counted,' there is no denying that, without taking China in, this
sub-regional cooperation would remain as an abstract argument.
There might also be another subtle factor. India, who has been
ambitious to be the leading power and preoccupied by China’s
presence for security reasons, could be more cooperative in the
working for regional cooperation, partly in the worry that India
should not be left out in the new regional cooperation and partly in

the search for economic advantage.

I have to mention that India’s traditional strategic and security
concern towards China seems to have effected on various phases.
In Southeast Asia, China is ahead of India in developing relations
in economic and political fields with the countries in the region.
Balancing China might have been an important concern of India’s

policy.



The significance of Bangladesh for India also has to be taken in, in
this regional cooperation. Bangladesh is the joint that connects
the North Eastern Region of India to the rest of India. The
perception of the North Eastern Region towards Bangladesh is
very complex. They have both superior and inferior feelings
against Bangladesh. Their perception has been historically
constructed mainly through the issue of massive migration of
people from Bangladesh, the area formerly called as East Bengal
and East Pakistan over the last 200 years. In their understanding
(Northeast), Bangladesh is nothing but a poverty-stricken country,
which is the main cause of migration to the resource, specifically,
land affluent North East India. Simultaneously they fear
Bangladeshis, because the latter snatches away the resources and
the opportunities that belong to the people of the North East India.
But the North East will be benefited tremendously when
Bangladesh allows India transit in the country between west to

north, and east.

At a section of India’s opinion, Bangladesh is considered to be a

difficult opponent to deal with. An example is the negotiation on



transit through Bangladesh. India seems to have expressed rather
bleak prospect about improving relationship with Bangladesh.
But looking at the things from Bangladesh angle, Bangladesh is a
state overshadowed by big India. Just remember, the most part of
the intérnational border of Bangladesh is with India. The
geographical location of Bangladesh in the map, symbolises its
disadvantageous position vis-a-vis India. However, when looking
at the map, shifting my focus to the North East India, the
Northeast region is ‘Bangladesh-locked’ and Bangladesh is by far
the bigger and stronger player. There seems to be a necessity of
re-evaluating images and of knowing the real strength and

weakness.

I have to emphasize that this sub-region has tremendous
difficulties to overcome. Political relations among the countries
"have not been smooth. For Bangladesh, its domestic politics often
bind the government in negotiations with India.l It detests to be
seen it is conceding too much to India. Hence, it has to make even
greater efforts to convince its people otherwise. In such a situation,

still, I believe that exploring the implication of, and possibility for,



regional cooperation should have a meaning. Moreover, in the era
of globalization, conscious efforts are needed not to be further
marginalized, otherwise the region will remain the least developed

within less developed South Asia.

There are other problems in this initiative. One of them is a
physical difficulty. Connecting Eastern India to Southern China
via Northern Myanmar by road is not an easy thing, as the roads
have to go through hilly, backward terrain with insurgency groups

here and there.

While moves to strengthen regional cooperation have been
promoted in various ways in South Asia, there is the reality that
those moves are accompanied with a lot of inherent hindrances.
For example, there are problems of antagonistic bilateral relations.
In South Asia, confrontation between India and Pakistan that has
developed in their long relationship has not been overcome and
they are very slow to move closer to ease the tension, though
recently there are signs of improvement. In South Asia,

India-centric regional cooperation often draws protests from other



South Asian countries, notably a lukewarm attitude from Pakistan,
and occasional complains from Bangladesh and Nepal. In other
words, India’s Look East policy could be explained as the reverse
movement against these confrontations, to overcome this

stalemate.

Geopolitical point of view, India, being a regional big power,
occupies an important position in this region, by sharing borders
with many countries. Bangladesh is nearly circled by Indian
borders with only a small stretch with Myanmar in the south.
Nepal and Bhutan, both land-locked, are located between India
and China, two big countries, but due to geographic and historical
reasons, they have India as a dominant neighbour and the main
gateway to the other countries. As their dependency on powerful
and influential India is inevitable, they always have to tread
carefully not to jangle India’s nerves, especially when it comes to
India’s interests and security concerns. The nature of relationships

between India and these countries cannot be on an equal footing.

Having said these difficulties, my appraisal on this Kunming



Initiative is positive. It is a kind of wake-up call, a positive call
with a new idea and a new dimension. Though difficult it seems

you need new idea to break fresh ground.

2. The riortheast India

My utmost concern in this essay is on the Northeast India, a
periphery of India, encircled by foreign countries with boundaries
of the nation-state. In this Kunming Initiative for sub-regional
cooperation, there is hardly any scope for the Northeast India,
which occupies the central location on the map, connecting India

with South-east Asia and Southern China.

The North Eastern Region of India is of great importance in our
study project due to its geographical location. It not only occupies
the central position in Eastern South Asia bordering with all other
countries and the states, but also is a bridgg to connect the
subcontinent, and the East and the Southeast Asia. The North
East India has been the crossroad of people, trade and culture

since the ancient times. It will be so again in the future if the



sub-regional cooperation really progress. Nevertheless, in reality,
the post-colonial framework of nation—states and the state’s
boundaries, and subsequent courses of bilateral relationships have
resulted in hindering, instead of, promoting the expansion of the
regiona1 integration. Rather, the incessant flow of people across
the porous border has instigated tensions among people competing

for scarce economic and political resources.

An analysis of the sub-regional relationship from the perspectives
of the North Eastern India, would entail an extra complexity than
that on a single country or a state. It is a group of seven states of
India and a region within India. The former fact raises a question
that there may be conflicts of interests among the individual states
of North East India as well as among different ethnic and social
group of people within the individual states. Different conditions
are there, for example Arunachal Pradesh in the north with China
and Bhutan. Nagaland, Mizoram and Manipur with Myanmar, and
Tripura and Meghalaya with Bangladesh, and Assam with Bhutan.
The latter point is concerned with the Centre and the States

relationship over the issue. It has a far-reaching influence, by



way of limiting the State power to make decisions with respect to
promoting sub-regional co-operation. Therefore, we thought it
necessary to take note of the diverse views of people regarding
sub-regional relationships and also to look into their embedded

social, economic and political conditions.

Disappointingly in the sub-regional initiatives and even in the
India’s Look East Policy, the North Eastern India does not occupy a
central or important position. The geographical advantages and
the strategic position of the North East of India do not necessarily
ensure its role as a main-player or stake-holder in the initiatives
in the sub-regional cooperation. The Look East Policy of India or
interests of China could well advance bypassing this area, while
the North East is dragged down in the age old confrontational
politics within and beyond the region. It is an area of conflicts
among multi-ethnic communities. It, being a frontier bordering
with Bangladesh, Bhutan, China and Myanmar, is also an area of
India’s primary strategic and security concern, so it has to be
strictly controlled by the control central government. At this

juncture, it is a pressing need of hour to capture the opportunity



with a carefully worked-out plan to bring in the benefits for the

people in the region in the regional cooperation.

For example, anti government armed conflicts in the area,
insurgencies across the border are there, and the uncontrolled
trans-border movement and settlement of people pose a serious
problem to the local people and create regional tensions as well as
international conflicts. Moreover, in this area, it is often difficult
to verify and identify the nationality of the residents because of
the nature of the porous  borders, the constant
immigration-migration movement across borders, and the lack of a
proper registration system. The case of Indo-Nepal relations is an
example in this regard. As there are articles in the Indo-Nepal
Treaty of Peace and Friendship 1950 which allow the nationals of
both countries to reside in the other country, being given an equal
treatment of the nationals of the country concerning economic
activities, conflicts of interest are unavoidable. When constraints
grow, they tend to develop to the ethnic conﬂicté, in which those
who have resided in the place for generations become easy victims

of the regional “sons-of-the soil” voices. The victims are, without



distinction, branded as “foreigners” and “illegal residents.” The
“anti-foreigners” movements in Assam in the 1980s, the issue of
the “massive infiltration of Bangladeshis” to India and the
“southern Bhutanese problem” are examples of such cases.
Frequenf eruptions of ethnic conflict and the activities of armed
insurgency groups in this region are issues keenly discussed but
hardly tackled. Armed conflicts, military oppression and
retaliation can hardly create an environment conducive for

sub-regional cooperation.

3. Conclusion

Local concerns and aspirations have not been attended sufficiently.
I think this is a crucial issue for the regional cooperation
especially from the view point of the local position and local
participation. When I take up matters on regional or sub-regional
cooperation, I recognize the necessity to look at the issues from the
local point view of each participant, especially of those in the
peripheries and frontiers within the country, those who have a

strong stake as the most interested people in the regional



cooperation.

Finally, it is necessary to put a stress on the political structure
related to this issue. Under the federal system of India, states are
not given power over the foreign affairsxi. It is difficult for the local
aspiration a local initiatives to work beyond the nation-state
boundaries, especially for the backward, politically weak and
troubled areas®i. To make a breakthrough to this stalemate, a

political will and political decision is most needed.
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Impacts of the colonial rule upon the colonized countries have been very often the
subjects discussed among those studying on local histories in Asia. It is, however, not
yet known how the local histories can be linked with or integrated into “global history.”
This paper is an attempt to link local histories of south India and the Malay Peninsula
with the global history by studying the impact of colonial land systems introduced into
the two countries. By tracing the historical transformation caused by the land systems
in the two colonial countries, the significance of institution in generating global
development in localities will be highlighted.

Two land systems, the raiyatwari system and the Torrens system, were introduced
into south India and the Malay Peninsular respectively at the beginning of the colonial
rule. We can observe in these systems two discrepancies from realities. First was
produced by the choice of land from among the various resources in the locality. Second
was generated by the fixture of exclusive land ownership to just one among many
layers '

of the society. The result was that one’s relation with land ownership came to define
his/her social position in the colonial society. We will have a closer look at the
historical

process in these two countries below.

In south India the introduction of colonial land system signified a conversion from a
centuries-old mirasi system to a land-lot system. Pre-colonial south Indian society had
the mirasi system in its core. In the system those roles essential to reproduce the local
society were linked with the proportional shares in the local produce. People
performing

specific assigned roles were maintained and reproduced by these shares, so were local
societies. The share with its linked role was considered as inheritable or often
transferable. The Persian word “mirasi”, originally Arabic, signifies “inheritance”, and
the system was generally called as “mirasi system” by the British colonial officers in
south India.



In contrast to the mirasi system the colonial land system gave land ownership 1
exclusively to the members of the ruling community or caste. The rest of the
inhabitants

came to be deprived of their long standing mirasi rights and fell to the status cut off
from resources to depend upon [Fig. 1 for the caste composition of landholding and Fig.
2A-2C for the size of landholding in Ponneri villages in the 1870s]. Thus the beginning
of the colonial society saw an oligopolistic social structure in south India.

On the other hand pre-colonial Malay Peninsula featured few but highly mobile
population scattered along rivers and a boundless expanse of forest. In addition to
allocating vast areas as estates for commercial development like plantation, the
colonial

government carried out land settlements of peasants by demarcating land into millions
of small land lots and by allocating them to the respective peasants [Fig. 3 for the
distribution of houses and Fig. 4 for the demarcation of land lots and the progress of
land grant in Kampong JI.

This operation produced following three results. First was the fixture of floating
population to land. Second was the replacement of the prevalent notion that land
belonged to none and was available unlimitedly with the notion that land belonged to
the state and land resource was scarce. Third was the creation of a fairly equalized
peasant society at the beginning of the colonial rule [Fig. 5 for the number of land lots
granted at the initial stage and Fig. 6 for the acreage per holding in Kampong Jl.
What was to be observed was that the contrastive structure of the two societies at the
beginning of the colonial rule was transformed into a similar structure after a century
or two. The transformative process went as follows.

In south India the members of the ruling community, who were given a dominant
share in landholding at the initial stage of colonial rule, had to face gradual reduction
of

their landholding size by the following factors [Fig. 7 for the change in landholding
ratio

by castes in RM from 1864 till 1982]. First was the abolition of their pre-emptive right
over the uncultivated land in their villages. In south India a primogeniture rule does
not work on heritable land property, which leads to the division of property and to the
contraction of holding size over generations. One of the most important and the
cheapest way for the members of the ruling community to cope with the contraction of
the landholding size was to convert the tarish land and to convert it into patta landz.
This was possible when the pre-emptive right was customarily reserved by the ruling
community and when the applicant of patta land could acquire tarish land for nominal
fee [Figs. 8 and 9 for the change in landholding of Uppukatti and Kottai over
generations]. The abolition of their pre-emptive right by the colonial govenment,
however, pushed them into the competitive relationship with the rest of the villagers



[Figs. 10 and 11 for the conversion of tarish land to patta land in RM by castes]. To
make the matter worse for the ruling community, the reserve of tarish land came to be
exhausted by the early twentieth century [Fig. 12 for the disappearance of tarish land
in

RMI].

Second was their shift to the capital intensive agriculture. With the average annual
rainfall of less than 1,000 mm most areas in south India are unable to grow highly
productive wet crops like paddy without irrigational facilities. In most areas many
varieties of dry crops such as millets, grams, cotton and others are extensively grown
while some limited areas are irrigated for wet crops [Figs. 13-14 for the cropping
pattern in RM and NJ.

The irrigated areas in the nineteenth century were mostly dependent upon either
rivers or reservoirs [Figs. 15-16 for rivers and reservoirs in Chingleput]. From the late
nineteenth century, however, south India saw steady increase of irrigational wells that
tap underground water [Fig. 17 for the distribution of well in Chingleput in 1801 and
Fig. 18 for the progress of construction of wells till present in RMI. As a result spots of
dry lands were converted to wet lands where they could expect production three to five
times more than the dry farming [Fig.19 for the distribution of irrigated land in RM].
This shift to well-irrigated, capital-intensive agriculture was most conspicuous among
the members of the ruling community who could afford to install well [Figs.20-22 for
the

distribution of well with types of equipment in RM]. In this process some among them
sold parts of their land to others either to acquire fund for constructing wells or
concentrating their operation in irrigated lands. Smaller holdings among the ruling
members was the result of such process.

Small peasants were originated from the other side, that is, from initially
non-landholding communities, too. They were born by the following reasons. First was
the peasantization of non-agricultural communities. Pre-colonial south India had a
number of non-agricultural communities. Some among them, like shepherds, had a
considerable population. They gradually lost mobility and settled down as peasant
under the colonial rule. Their option was either to open new villages in the peripheral
area which had not been controlled by any ruling communities or to apply for
cultivable

waste for their holdings in the already existed villages. The latter became legally
possible when the pre-emptive control by the ruling members was stopped as
mentioned

above. The practical control over others was also greatly weakened by the loss of their
unity, which was caused both by the out-migration and by the class differentiation
among themselves [Fig.23 for the destination of out-migrants by castes in RM]. Some
of



them purchased lands from the ruling members who were shifting to intensive
agriculture by constructing wells. The last was their increase of economic power
through non-agricultural activities like shepherding. As sheep and goat herding can be
launched regardless of landholding size, the income from it has been an important
source for many non-landed communities including the untouchables [Fig. 24 for the
ownership of sheep and goats by castes in RMI]. This income source has increased its
importance especially in the recent decades when non-vegetarianism gained more
popularity. Other income from non-agricultural occupation also gave impact on
landholding structure. This was especially so among the resident school teachers, who
were sometimes the nominee of the so-called reservation policy [Fig.25 for the
non-agricultural occupation by income and by caste in RM]. The income from such
non-agricultural activities could become a source for acquiring landholding. The result
was the proliferation of small peasants, including those formerly non-landholding
communities [Figs.26-27 for the size distribution of landholding in RM and Fig.28 for
the change in size distribution of landholding by castes in NI.

What development, then, can we observe in the Malay Peninsula? As mentioned
above, every applicant for land could hold small holding in the colonial land settlement
from the end of the nineteenth century. The Peninsula experienced the rubber boom
from the beginning of the twentieth century. The Malay peasants, who had been
engaged in more or less self-sustaining production activities, ventured into rubber
production and were rapidly absorbed in the cash economy linked to the world
economy.

In this process many Malay peasants mortgaged their land to Indian money lenders
and :

were indebted [Figs.29-30 for the mortgage transaction by ethnic groups in RM]. The
instability of the Malay peasants looked as a menace for the colonial government,
which

had chosen them as the relatively dependent political base in the ethnically sensitive
state. The colonial government enforced a legal ban upon the land transfer from the
Malay peasants to the non-Malays in the areas gazetted as the Malay Reserve. As a
result, cash inflow into the Malay villages ceased almost completely for many decades.
Though some land transactions occurred there among the Malays, neither the
concentration of landholding nor the collapse of small holdings was observed at lease
within the village [Fig.31 for the overall result of land transaction in kampong J1. The
initial structure of small peasant structure has remained more or less same till today.
The above investigation shows that the contrast in landholding structure between
south India and the Malay Peninsula at the initial stage of colonial rule disappeared.
The former experienced great transformation while the latter was checked its
transformation. The two attained the small peasant society at the end.

It is a matter of discussion whether the historical process experienced by the two



countries could be attributed to the colonial institution or to so-called “modernization.”
This is related with the historical evaluation of the colonial rule, which is sometimes
call “the eighteenth century problem.”

I, however, considers the colonial institution as vital in transforming the society. An
institution functions as social grammar that gives coding to people’s world view as well
as behaviour. Asian societies were given a new social grammar under the European
colonial rule and reorganized the social relations according to the new grammar. In the
case of pre-colonial south India people held customary entitlements according to their
social functions. The customary entitlements were called as mirasi right, which
enmeshed whole range of resources existed or produced in the local society. The
relation

among the people was basically coded by their relation to the mirasi right, either as a
proportional share in the whole produce or as its transaction. However, the colonial
land

system introduced into such society cut off the land from the rest of the resources and
gave it exclusive value. As a result, land attained a pre-eminent position in all the
resources and started grading people as landowner, tenant, or agricultural labourer
according to land ownership. Other pre-existed relations such as ritual preference,
caste,

lordship, etc. being erased, land ownership was left as the sole.social grammar in the
local society.

In the case of the Malay Peninsula on the other hand a handful of people lived being
surrounded by a vast extension of untouched land. Though Sultans controlled people in
debt bondage in some cases, people could freely move from place to place and open
land.

The social grammar functioning here was nothing but the freedom to move and to
utilize any resources. It was exactly this freedom that attracted vast numbers of
migrants from other areas. What were brought by the colonial rule were first the
labour

market by the emancipation of the debt slaves and second the land market by the
establishment of small landholding. Such institutional change, however, developed
commercial agriculture in a very short period. The Malay small holders often fell
indebted to the money lenders, especially the Nattukottai Chettiyars from south India,
in this process, which was thought to critically threaten the stability of the colonial
rule.

The colonial government took measures to stop this process by gazetting large areas as
the Malay Reserve and by prohibiting land transfer from the Malay to the non-Malay
in

the Reserve. An important result of this enactment was the freezing of land, which was
their sole resource. The Malay land literally became “immovable”, and the freedom



that

the Malay Peninsula had enjoyed was closed within the rural area. Putting the Malay
thus into a cradle has pushed the society towards an ethnically divided society ever
since.

Approaches to global history can be made from many aspects. For instances they may
include studies about the comparative development processes among countries or their
mutual relations (developmental stages, modes of production, dependency studies),
about the nationalism emerging in many colonial countries (crown or imperial history,
national movement), about the inter/intra regional movements of men, goods, or
capital '

(migration, internal/international trade, investment), or about commercial/financial
networks among regions (Chinese or Indian Diasporas, managing agency system). This
paper sought to investigate the role of colonial institution in “qualifying” localities to
be

incorporated into the global economy and the history.

Historians are mostly preoccupied in local history and are not fully prepared to locate
his/her field in global history. The period when developmental history was in full
swing |

and when a historian could believe that any local history can be automatically
accommodated into the global history has already become reminiscences. Various
attempts to bridge a local history with global historical development are to be
encouraged.
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Katsuhide TAKAHASHI !

The Rise of the IT Industry in China:

A growing software power with strong hardware

The rapid progress of the IT industry in Asia, especially in China and
India, is going to repaint the economic map of the world. Japan has been
proud of being the leading high-tech power in Asia so far. However, now
Japan is running in the secondary group in Asia concerning IT (Information
Technology). Japan is lagging behind in the mega-competition. Taking
advantage of "the profits of late comers”, 2Asian countries are catching up
with Japan, and even getting ahead of Japan. The purpose of this paper is to
examine the rise of the IT industry in China, focusing on the software
industry.

Perspectives for IT in China

What are the necessary conditions for the development and accumulation
of the IT industry? The software industry is now established in specific areas
of specific countries, such as Bangalore in India, and Zhongguancun, Beijing
in China. Specific geographical space serves as a cluster (accumulation) for
specific industries. Why does it come to have competitive advantages? The
latest "spatial economics" says that face-to-face communication plays a big
role in the formation of local accumulation of specific industries through
knowledge creation, and technical innovation.

Specifically, how has the network or global linkage (connection) been
formed between IT clusters? In the age of the IT revolution, geographical
distance does not matter. Various IT clusters can now be created between
distant locations, which are often far apart geographically.

In China, Beijing is the headquarters of research and development for
software. Shanghai and its surrounding areas are the center of production

1 Katsuhide Takahashi is an Associate Professor of Kobe University . He is also a
Research Fellow Associate of the Center for International Political Economy Research,
Beijing University, China.

2 Those who pursue can grow quickly using a preceding person's technology and
system.



for semi-conductors and its related parts and manufacturing equipment. Zhu
Jiang delta (Guangdong Province) is the base of processing and assembly.
Also, Hong Kong is the capital of the entertainment industry. Recently these
areas have become organically connected, and are increasing synergetic IT
power. Furthermore, as Taiwanese companies have advanced to Guangdong
the formation of an IT economic bloc, which faces across Taiwan Straits, has
been realized.

Moreover, China is connected with Silicon Valley very closely. Relations
between = Zhongguancun and Silicon Valley are deeper than mere
interdependence, and now reach a stage of commitment. From the viewpoint
of economic geography, it is interesting to survey how the two are
interrelated and interwoven.

Finally, can IT clusters be created by the intervention of the government?
If this were the case with China, effective suggestions could be given to the
developing countries.

Well-Balanced Software and Hardware
China has become "the factory in the world", with huge productive capacity.
China stands first in the world in areas such as television, air-conditioner,
and motorcycle production. The evaluation of overseas investors is also high
against the background of cheap labor expenses, a potential mega-market,
the stable exchange rate, etc. Now, global capital is being attracted to China.
In 2000, production of the PC (personal computer) and its related products
in China reached $25,500 million, behind the U.S. ($103,400 million) and
Japan ($45,400 million). It is likely China will exceed Japan in production
within five years because Taiwanese companies are transferring their
production capacity to mainland China.

Zhongguancun in Beijing~ Center for R&D in Software Development

The "Zhongguancun" area in Beijing is famous for being a development
base for software, and as headquarters of the Chinese IT industry.
Zhongguancun is located in the northwestern part of the city. It takes 30
minutes or more from Tiananmen Square because of traffic congestion. More
than 5,000 IT related companies are concentrated within 25 square
kilometers. There are more than 5,000 network and a software development
companies in Beijing. It is highly competitive environment. About 1,000 of
them are replaced by way of entry and withdrawal. CEOs and managers are
young in their early 30s, and employees are also young in their 20s.

Zhongguancun is a high-density belt of knowledge. There are more than
70 schools here, including Qinghua University and Beijing University.



Every year 30,000 or more college graduates and 6,000 graduate school
graduates enter the workforce. The governmental research organizations,
such as Chinese Academy of Sciences (CAS), are also localized here. Also
about 80,000 scientists and engineers are concentrated in 200 or more
research organizations. The role of university and the governmental
research organization has been essential for Zhongguancun’s development.

Although the function of universities and governmental research
organizations has also been important in Bangalore and Silicon Valley, the
initiative of China’s government has been decisive in Zhongguancun, at least
in the 1980s.

“State Owned Venture Companies” ~One Academy, Two Systems

The rise of the indigenous Chinese software industry is neither sudden nor
a surprise. It was the result of a long-term process of capability building and
can be traced back to government initiatives in the reform of the nation’ s
science and technology system in the early 1980s.

In 1980 China ventured to reform the national science and technology
system soon after the initiation of economic reform in 1979. The group of
scholars in the Physics Research Institute in the Chinese Academy of
Sciences organized a high-tech development center in order to study Silicon
Valley type development. Four companies inaugurated an enterprise by
using this center as a starting point in 1983 and 1984. They are called
“institute-run enterprise.”

It was groundbreaking that these companies escaped direct control by the
government, and were able to acquire managerial autonomy to a larger
extent. It is called “to enter the sea” to become an entrepreneur from
researchers in the government. They carried out good performance like the
fish, which obtained water where originality and creativity was markedly
appreciated. This system is called one academy, two systems

The Chinese Academy of Sciences, a prestigious research body under the
governmental control, subsidizes promising research fields, and has seen to
it that these three companies has been listed on the Shanghai stock market.
Incentives are also given to the researchers, when they succeed, while
guaranteeing their status as researchers in government.

Beijing, the IT Headquarters
The software industry is the most competitive industry, which can utilize
intellectual property. Beijing has so far accumulated resources from

universities and the government.
Why does the government seem to have backed Beijing? This has a political



intention. Its purpose is to prevent the economic decline of Beijing, which is
the center of political power in China. Although Beijing has a long history, it
is geographically located a little north from the center in China. Originally it
was a fort city for north nomadic people, and industry was not so active.
Compared with Guanzhou and Shanghai, the growth tempo of Beijing or
adjoining Tianjin was sluggish. This political center must maintain a certain
level of economic power, Communist Party leaders have believed.

Whereas Guanzhou and Shanghai have fertile hinterland on the outskirts,
the Northeast district, which is the hinterland of Beijing, is poor, and cannot
form close industrial connections with Beijing. The Chinese government has
promoted the development of the Northeast district preponderantly; heavy,
‘thick-long and large type state enterprise reform serves as a base for
industry.

Re-activation of Beijing is a political subject indispensable when
maintaining the balance of a country that tends to grow geographically
uneven. Inviting the Olympic Games in 2008 to Beijing has the same
intention.

"It seems the Chinese government has an intention to put all software
resources together in Beijing.,” an official of the Japan Bank for
International Cooperation in Beijing said. Beijing will greatly lead Shanghai
and Guangdong for the time being in software content.

Stone Group Corp

To understand the characteristics of Chinese IT companies, we can trace the
locus of an IT entrepreneur representing Chinese IT. Mr. Duan Yongji is the
face of Zhongguancun, and the president of Stone Group Corp. He was born
in 1946. After graduating from Qinghua University in 1970, he became a
high school teacher. In 1982 he finished graduate school of Beijing Aviation
Institute, then he went into the research institute in the Aviation Ministry
and became a vice-chief engineer. He was promoted to vice-president and OA
division manager of Stone Group Corp, where the Chinese word processor
was developed in 1985. According to Qiwen Liu (2000), it is recognized in
China that Stone has created a new organizational form that can effectively
translate the technological potentials accumulated in the state sector during
the central planning era into commercial success within a new market
environment.

Mr. Duan Yongji became the President after the Tiananmen Square Incident,
and serves as President of the high-tech research park in Zhongguancun and
still currently serves in that position. As Mr. Duan Yongdi ‘s case shows, it is
uncertain whether he is a government official or an entrepreneur, as is often



the case with leaders in the Chinese IT community.

Taking a high-rank position in a governmental research organization and
doing business with related companies is one of the big characteristics of the
Chinese way.

The Chinese Academy of Sciences (CAS) subsidizes promising research
fields and has listed three companies on the Shanghai stock market already.
Incentives are also given, when research succeeds, while guaranteeing the
status of a researcher and offering subsidies. Thereby, most researchers can
do market research now without risk.

The Chinese Academy of Sciences Software group in Zhongguancun is the
hub for software development. Most researchers are holding posts with CAS
as the major stockholder.

Why does the state intervene in a market? A researcher says, "Knowledge
should contribute to economic development and research must be
commercialized."

President Jiang Zemin declared that China will grow with
"grade-skipping-development of technology" by IT. Since those who develop
later can use the newest technology, it is the "late-coming predominance”
strategy in which development is most pronounced. The private sector
venture that is unrelated to the government, of course is also playing an
active part. China.com listed on the NASDAQ market in April 1999.
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Domestic Demand for Software

India and China are highlighted as software development bases in the
world. However, their styles of business differ considerably. China’s export of
software is only $1.3 billion. On the other hand India’s software exports
amount to $60 billion, more than 70% of these going to the US.

Human and technical connections between China and Silicon Valley are
also very close. Then why are exports so small? Isn't there any competitive
advantage in the Chinese software industry? This is not necessarily true. For
the moment, China does not meet overseas demand because domestic
demand is quite large. The center of Chinese software demand is domestic
financial institutions. For this reason, domestic demand for software is
considered to be almost infinite. _

The lack of software engineers in China has become apparent and wages
are also continuing to rise by 10~20% every year. The level of a starting
salary is going up. The starting salary is 2000 RMB or more in software
related company. The starting salary of ordinary foreign-affiliated firms is
amount of about (about 14,000 yen) 1000 RMB at most. If the person holds a
master degree, it could reach 3000 RMB or more.



Now the demand for software is huge because domestic financial
institutions have heavily invested in IT. Banks have begun to build on-line
networks. Insurance companies have started customer data management.

The Chinese settlement system remains unchanged and obsolete. A note
taken out in Beijing may be unusable in neighboring Tianjin, or may take one
week for remitting to Shanghai. China is being asked to open its financial
and capital markets after its accession to the World Trade Organization
(WTO).

Being a hub for software development makes office rentals soar. For this
reason, the cases of people leaving Zhongguancun and moving to the suburbs
are increasing. In this way, the function of Zhongguancun is expanding.

Prosperous Database Industry

Database and market research companies are growing rapidly in Beijing.
They also functions as advertising agencies at the same time.

The base for these companies is the government. Their CEOs have strong
relations with the national Statistics Bureau. These companies are
materialized by using, processing and selling monopolistically the data that
the state has collected.

Detailed statistics exist in China, which is inherent to socialist countries.
Various statistics, from macro economy to micro information on the small
villages, have been gathered and provide indispensable data for the planned
economy. Statistics were important for the government to control the general
public and it was difficult to access them in the past. But now they are
commercialized. The main users are foreign-affiliated firms.

The Chinese databases have a reputation for being cheaper than the Hong
Kong system database. These companies have advanced in the market
research using the same techniques as advanced nations. They say, "The
fashion and life style of Shanghai as well as Beijing has become very close to
that of Tokyo and Seoul. So the market research techniques of an advanced
nation can apply now to China as it 1s."

In spite of the big successes, a question remains in a “state-run venture
system.” As a result of a national venture's using a huge database
monopolistically, private sector venture companies cannot enter the database
industry. Moreover, the system may become a hotbed for cronyism and
corruption.

Internet Power
The Internet is booming in China, and it has given stimulus to the
progress of the whole IT industry. According to the China Internet



Information Center, network users in July 2000 equaled Japan and South
Korea, at about 26.5 million people. A survey in the 20 big cities in China in
2000 shows that the diffusion rate of the Internet is 11.7% (7.9% in 1999),
14.9% for men and 8.5% for women.

It turns out that the share of Shanghai (20.9%) and Beijing (12.9%) is
dominant in the big 20 cities, with Tianjin (7.8%) and Guanzhou (6.8%)
follow.

The growth rate (from the previous year) of the Internet is fastest in
Shenzhen (20.3%), Hangzhou (18.9%) and Xiamen’ (17.2%). On the other
hand, the growth rate was slow in Chongqing (8.2%), Chanchun (8.2%), and
Shenyang (5.8%), etc.

In Shanghai and Beijing, Internet use is becoming a part of everyday life.
It is spreading quickly through the main cities along coastal China now. It
seems that the pace of this growth is slower in the northeastern part of the
country and inland cities. _

As for the man-and-woman ratio of network use, female users are 35% and
male users are 65%. This difference has become smaller every year. There
are more than 12,000 Internet sites in China including 1,300 business sites
on the Internet.

Although the big companies have already started to use IT for business
progressively, small and medium-sized enterprises remain in initial stages.

"The ratio of IT-related assets occupies only 0.3% in the total assets of
enterprises in China, whereas the ratio is about 8% .in advanced nations,
according to Mr. Duan Yongdi. He also indicates that only half of small and
medium-sized enterprises have introduced the computer into their work
places.

The population involved in the IT industry has been increasing
remarkably. Last December, the first monthly magazine on IT and
e-commerce was published in Beijing. The print-run was 15,000. The editor
said, "because the concern about not only technology but business models
overseas has been increasing quickly" The feature story of the first issue
was “Leave your hometown and earn dollars in the United States."

Combination of Software and Hardware
The IT industry in China is robust because the progress of software and
hardware is advancing simultaneously. Both wheels of IT are moving along
with each other.
On this point, India and China are quite different. Although India has a
strong ability to develop and export software, India is lagging far behind
hardware and infrastructure.



In India, software has been developed in the segregated high-tech zone,
and it has nothing to do with existing industries. It is on a stage quite far
from nationwide development. Moreover, the IT industry in India is utterly
dependent on exports to the U.S.

Although China acknowledges that U.S. technology is far advanced and
that the cooperation with U.S. is vital, China is maintaining independence
from U.S. through efforts to develop its own operating system (OS). The
number of personal computers sold within China in 1999 (a notebook PC is
included) amounted to about 4,880,000 sets

. The spread of cellular phones is also remarkable. The mobile phone user
in September 2000 amounted to 65 million people (fixed-line telephones are
135 million people). However, telephone wires do not lead to 25% of the farm
villages all over the country. There is a big fall in the IT environment for
certain cities and farm villages. Chinese economic areas tend to add the
software contents of Beijing, after that the parts industry around the hard
productive capacity of Guangdong, Taiwan and Shanghai and the
entertainment industry of Hong Kong are accumulated now, and it tends to
make a powerful IT cluster (industrial connection). Inclusion also of the
overseas Chinese people, including the IT advanced nation Singapore, will be
carried out here. A Chinese IT area, which opposes the English IT area, has
already risen.

Challenges

The future of Chinese IT is bright. However, there remain some challenges.
First, the relations between freedom of speech on the Internet and the one
party rule regime exists

China is a laboratory about freedom of speech and information control.
The government, engine of IT, is facing attacks through the Internet.
Ordinary citizens have joined the debate and criticize the Chinese
government and political leaders.

What will happen in the near future between the Communist Party
one-party rule and the demand for democratization?

As a result of IT spreading to general citizens, information control by the
government is becoming difficult. A cellular phone substitutes for the
function of handwritten newspaper in the past. Although the leakage of top
secrets through the Internet is specified as a serious crime, the rumors about
government or important persons are becoming civic amusement. Under a
certain situation, when democratization rises, such a tool may promote a
dissident movement. However, in the city, people are getting rich and
enjoying their lives. For the middle class who gives priority to his or her own



lives, the democratization problem will not surface as an acute issue.
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