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Abstract

Crony capitalism is an economic system characterized by the close relationshipsbetween business
leaders and government officials.The Indian state has transformed from a welfare state to a predator
state.
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Introduction

George Taber was credited with the first usage of the term "crony capitalism" in the 1980s, when he used
it to describe the political situation in the Philippines. Crony capitalism is an economic system
characterized by the close relationships between business leaders and government officials. In this
system, business success is heavily influenced by favoritism rather than free market competition. This
can manifest in various ways,

Crony capitalism refers to the nexus between business, politics, and bureaucracy, leading to unequal
economic opportunities

1. Favoritism and corruption in government contracts and licenses

2. Collusion between politicians, bureaucrats, and corporate elites.

3. Inadequate regulatory frameworks and enforcement4. Concentration of wealth and power among
select groups.

Here are some ways in which crony capitalism has influenced the Indian state:

Economic Policies

1. Neoliberal Reforms: Crony capitalism has driven India's neoliberal reforms, which have led to the
privatization of key sectors, deregulation, and trade liberalization.

2. Pro-Business Policies: The Indian state has implemented policies that favor big business and
corporate interests, such as tax breaks, subsidies, and investment incentives.

Institutional Changes

1. Weakening of Regulatory Institutions: Crony capitalism has led to the weakening of regulatory
institutions, such as the Securities and Exchange Board of India (SEBI) and the Competition
Commission of India (CCI).

2. Capture of Institutions: Corporate interests have captured key institutions, such as the media,
judiciary, and bureaucracy, to further their interests.
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Social and Economic Consequences

1. Income Inequality: Crony capitalism has exacerbated income inequality in India, with the wealthy
elite accumulating vast fortunes while the poor and marginalized are left behind.

2. Environmental Degradation: The pursuit of profit and growth has led to environmental degradation
and the exploitation of natural resources.

3. Displacement of Communities: Crony capitalism has led to the displacement of communities,
particularly indigenous and marginalized groups, to make way for infrastructure projects and
industrial development.

Changing Nature of the Indian State

1. From Welfare State to Predator State: The Indian state has transformed from a welfare state to a
predator state, where the interests of corporate elites are prioritized over those of citizens.

2. Erosion of Democratic Institutions: Crony capitalism has eroded democratic institutions and
processes, leading to a decline in transparency, accountability, and participatory governance.

3. Rise of Authoritarianism: The concentration of power and wealth in the hands of a few individuals
and corporations has led to a rise in authoritarianism, with the state increasingly using coercive
measures to suppress dissent and opposition.Corruption and Influence Peddling: Crony capitalism
leads to corruption and influence peddling, undermining government integrity.

4. Regulatory Capture and Policy Distortion: Crony capitalism results in regulatory capture and
policy distortion, favoring special interests over public interest.

5. Inefficient Allocation of Resources: Crony capitalism leads to inefficient allocation of resources, as
contracts and subsidies are awarded based on connections rather than merit.

6. Erosion of Trust and Democratic Institutions: Crony capitalism erodes trust in government and
undermines democratic institutions.

7. Increased Inequality and Reduced Economic Growth: Crony capitalism exacerbates income
inequality and reduces economic growth, as resources are misallocated and favour special interests.

Crony capitalism in India is a system where business success is influenced by close relationships between

business leaders and government officials, leading to favoritism in the distribution of legal permits, government
grants, and special tax breaks.
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