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IN the early 20th century the British-American Tobacco Company knew that a hookah-smoking Indian population would gradually switch to cigarettes. Towards the middle of the century Anglo-Dutch Unilever came to the same realisation that its banaspati could displace more traditional cooking mediums such as desi ghee and mustard oil. 

Things moved slowly then. Clunky old lorries would bring the goods from the port or factory. Bullock carts would take them down shantytown lanes and dusty village tracks and finally skinny barebacked porters pulling wooden handcarts would deliver shop to shop. Today every major international retail brand and chain eyes the Indian market. Marks and Spencer has 12 stores in India and local chains such as Godrej Lifespace boasts 50 home and interiors stores offering furniture, appliances, health and massage products, digital cameras and other lifestyle products. Interestingly, their home range includes electronic security systems, vault equipment and burglary resistant safes. 

Despite the retail temptation offered by the shopping malls, multiplexes, gyms, spas, restaurants and travel packages, Indian households still manage to save over a quarter of their disposable incomes, one of the highest rates in the region. By habit or custom, a large part of their accumulated savings is held in gold. In this way, Indian households accumulate 800 tons of gold each year — representing 20 per cent of the world’s demand for gold — to store which Godrej has to sell a lot of vaults and safes! 

The Indian household has also learnt that in bearish economic times, gold prices peak. Accordingly, in times of bust or drought, many opt to sell the gold and buy other low-priced assets. In the absence of an institutional mechanism, households turn to their nearest jeweller. 

In a country with as many mobile phones as people and a 3 G licence auction months away, a sharp entrepreneur saw an opportunity. Jignesh Shah has created an Internet-based electronic spot market for gold. Now households can obtain prices and transact online. His company, the National Spot Exchange, had already done this for a number of other commodities including agricultural produce, eliminating the ageless institution of the middleman. With the resulting documentation, electronic commodity exchanges bring money from the informal economy into the banking system. 

In turn, the Indian central bank has mandated the commercial banks to lend to the agriculture sector. This has created a strong demand from a flourishing rural sector creating a virtuous cycle that drives Indian industry and urban employment. Today India’s forex reserves hover around $240bn and each year IT exports bring in $60bn into the economy. Meanwhile non-resident Indians or NRIs, by sending their savings, and often themselves, home — are the largest foreign investors in India. In the current fiscal year India will spend a luxurious $29bn on defence. 

The day it placed an order for eight Boeing P-8I maritime reconnaissance planes, Boeing shares rose 27 cents. The P81 is the most advanced anti-submarine and anti-surface warfare aircraft in the world today. Its capability to watch India’s coastline and maritime waters is undoubted. The defence budget includes $10bn for a next generation fighter jet, a mouth-watering contract for which both Boeing and Lockheed are competing. 

The second item on the shopping list is the Aegis combat system. This is an integrated system that uses powerful computers and radars to track and destroy enemy targets and is only in use by the most advanced navies in the world. Just as Jagdish Shah’s electronic commodity exchange is modernising an ancient system of trade, so will Aegis move the Indian navy into electronic warfare mode. 

Today US defence equipment manufacturers represent a powerful lobby for India on Washington’s Capitol Hill. They are interested in India’s shopping list for the same reason British American tobacco was interested in the hookah-smoking village headman, commercial capitalism. Even the civilian nuclear deal extended by the US is primarily intended for American companies to win an estimated $100bn in consulting and contracting opportunities in India. All purchases are paid for in cold cash. 

“History will be the ultimate judge of Pakistan,” Jinnah had said at the time of partition. Whilst history may be some years away, it appears that the Indian defence establishment has begun preparations to firewall the country against a “rogue-state-failed-state next door” scenario. The measures include acquiring the capability, by 2015, to take down any incoming ballistic missiles. Accordingly the third item on the shopping list is a ballistic missile defence system, like the Patriot Advanced Capability-3. 

Bollywood star Shilpa Shetty and business tycoon Mukesh Ambani both own cricket teams which the Indian Premier League brings, together with glamour and thrill under the media spotlight. And while Ratan Tata acquires British carmaker Land Rover and Jaguar he also gets ready to launch the world’s smallest car, the Nano. The country has learnt to create wealth and now needs to give it time to work during which India is expected to invest $500bn in the next few years on upgrading its infrastructure. 

Much as Godrej Lifespace sells electronic security systems and safes to increasingly affluent Indian households, the Indian security establishment appears to want to throw a security cordon around the country so that within it a secular and democratic Indian polity can get to work at addressing two internal challenges: to better distribute the wealth that is being created and to improve social inclusiveness within Indian society. 

How did the two countries end up on such different trajectories? 

While there may be several answers to that, V.S. Naipaul, writing 10 years ago had spoken of a growing intellectual distance between the Hindus who embraced the New Learnings of Europe brought by the British Raj, and “the Muslims, who, wounded by their loss of power, and religious scruples, stood aside. This distance has grown with independence; and it is this — even more than religion now — that makes India and Pakistan quite distinct countries. India, with an intelligentsia that grows by leaps and bounds, expands in all directions. Pakistan, proclaiming only the faith and then proclaiming the faith again, ever shrinks”.
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