
Chapter- V 
Role of the State in Theories of Development: 

The Indian Experience 

Introduction 

The state has been the central player in the whole historical traject,ory of development. 

It was and is the focal point in the theories of development whether its role has been 

viewed positively or negatively. The practice of any theory of development gets 

translated through the policy frameworks of the state. Especially in the Third World, 

an understanding ·of any theory of development cannot be complete without a 

reference to the position it takes vis-a-vis the state. Martin Doornobs and Sudipta 

Kaviraj have noted this primacy of state in understanding development of any country: 

The study of the state must form a general back ground to the deeper understanding of what is possible 

in development and what are its historical conditions and limits. For the state is such a central player in 

the whole historical drama of development, its succe:ss, its deformations, its internal inequalities, that 

none of these can be adequately appreciated without a proper understanding of the phenomenon of the 

state itself. But it is also an important subject for analysis because under the general category of the 

state hide very different kinds of histories. Although states are relatively modern constructions, their 

institutional forms and trajectories differ greatly not merely between the West and the Third World, but 

also within these areas (Doornbos and Kaviraj 1997:11 emphasis original). 

In the context of the Third World the whole development project was couched 

in what Olle Tornquist has designated as the radical nation state project. 'It proceeded 

from the view that social, economic and cultural modernization was needed to prepare 

the way for political development. But it also argued that tradition and backwardness 

could not be eliminated unless imperialism and neo-colonialism were combated, and 

replaced with genuine national and economic independence' (Tornquist1999:50-

5l).The object was to promote those social forces which were believed to have lain 

behind western modernization, including dynamic capitalists, farmers and workers. 
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Trade, investment and development aid were welcome to the extent that they did not 

undermine the policies of 'nation-state'. All this required political organization and 

forceful state intervention (ibid). 

This was basically a statist project. Its premise was that social and economic 

development had taken so uneven a form that neither the bourgeoisie nor the workers 

could direct along its favoured course. Neither a capitalist nor a plainly socialist 

course was possible. In stead it was argued that there was room for something in 

between under the leadership of progressive politicians and officials. They had the 

opportunity to use the state in the fight against neo-colonialism and despotism, and for 

land reform, the nationalization of foreign companies and rapid industrialization. 

These national democratic states formed most of the Third World countries including 

India (ibid: 60-61 ). 

Role of the State .in Theories of Development 

In the real world of socio-economic policy role of the state has remained a matter of 

debate. This has not escaped the theories of development. Tom between the 

ideological poles of totalitarianism, etatism, and dogmatic liberalism, the debate on 

the role of the state has occupied centre stage in development theories (Sachs 

2000:147). According to Ha-Joon Chang, since the end of the Second World War the 

role of the state in development has gone through three stages: 

the age of regulation (1945-70), when most countries saw an increase in government intervention, in 

the forms of increased government expenditure, nationalization, extension of regulation, with 

accompanying developments in interventionist economic theories; 

the transition period (1970-80) when the post war regimes of intervention began to be exposed to 

significant political attack, helped by the rise of anti-interventionist economic theories; 

the age of deregulation (1980-the present), when many countries attempted to reduce government 

intervention, by privatization, budget cuts and deregulation, often drawing justification from the 

theoretical extensions of the anti-interventionist theories that originated in the 1970s and were 

elaborated in the 1980s (Chang 1997: 724). 

The theories of development are not merely academic exercises of esoteric, 

ivory-tower thinkers. They embody an agonized search for evolving profound laws 

governing social reality. They express endeavours to work out appropriate 

methodologies to study and to construct techniques and produces for proper 

explanation. These theories are rooted in fundamental philosophical presuppositions 
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involving ontological and epistemological issues. They in fact are competing gestalts 

that diversely define crucial problems, provide alternative methods and propose 

diverse policies for the solutions of the problems of development (Desai 197 5: 17 -18). 

Thus, the theories of development have got their own ways of seeing and explaining 

the role of the state in development. How far have these theories been followed 

remains to be explicated by further probing. A theory of development aspires to 

generality, even universality, but it must deal with particular cases, with development 

practices on the _ground, as it is known and practiced in history under discrete and 

changing circumstances. 

The modernization perspective has taken the national territorial state as its units 

of analysis. The state is of critical theoretical significance to the modernization 

theories, ·even if this remains largely implicit. It may be conceptualized, whether as 

industrialization or structural differentiation, each component of the modernization 

process is viewed as a source of change operating at the national level. 

The modernization perspective implicitly or explicitly opts for capitalist 

development. It is premised on the creation and maintenance of the basic structures 

and institutions ofthe prevailing society. Thus, it has accorded central role to the state 

and public policy. The state has been thought of as an entity that stands out side and 

above society, an autonomous agency that is vested with an independent source of 

rationality and the capability to initiate and pursue progrmmes of development for the 

benefit of the whole society. There is an implicit disjunction between the state and 

policy. The problematic ofthe state is then narrowed down to that ofthe efficacy of its 

public institutions and organs to achieve objectives and programmes of modernization 

focusing especially on the respective roles of 'ruling elites', political parties; the 

bureaucracy and the military (Alavi 1982: 289). 

This perspective takes development as modernization of 'traditional societies' 

through the establishment of networks and institutions similar to those of advanced 

industrial societies, including strategic norms of work, values of social discipline and 

beliefs about equity and motivations representing the internalization of these norms, 

values and beliefs in a manner ensuring role performance through appropriate 

behaviour. The political dimension of development under this modernization scheme 
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involves how to create the nation by means of the state and how to in corporate within 

the state social networks that generate development (Apter 1987: 16-17). 

In terms of economic growth, within modernization perspective, it was widely 

assumed in 1950s and 1960s, that market failure was the norm in Third World 

countries. The state would have to mobilize domestic and foreign savings to create an 

investment pool from which it could fmance a programme of directed industrial 

development. Direction usually came in the form of state development plans and by 

means of the controls that most development state exercised over scarce foreign 

exchange reserves. The state would also protect infant industries by means of tariff 

and quota policies (hence import substitution industrialization)and would encourage 

investment in heavy industries like steel and engineering - the commanding heights of 

the economy according to India's Second and Third Five Year Plans (1956-1966)- by 

running such industries themselves. The state alone was credited with the ability to 

think and act in the long term interest of all its citizens. Markets would play a 

supporting role in all capitalist developing countries, and the state would embody all 

that was most modem and disinterested in the changing cultural and political make up 

of a developing country. The corporatist state, then, was a matter of pride and not a 

source of dismay and distrust (Corbridge 1995: 3-4).It is to be noted that even Walt 

Whitman Rostow argued for an efficient public sector. Stuart Corbridge observes: 

Rostow' s work is now m9re often cited than read, but his discussion of the stages of economic growth 

(Rostow 1960) argues that development will best be served by a dynamic (and free) private sector that 

is suitably supported in the short run by an efficient public sector (Corbridge 1995: 3 emphasis added). 

The proponents of the dependency perspective stressed: (a) the importance of 

considering both the historical experience of peripheral countries and the phases of 

their involvement within wider encompassing systems; (b) the necessity of identifying 

the specific economic, political, and cultural linkages of centres and peripheries; and 

(c) the requirement for active state involvement in the pursuit of development. 

The theorists of dependency drew conclusion in respect of the appropriate 

spread of policy for local national governments committed to the pursuit of national 

development goals. The theorists of dependency looked to foster an independent 

pattern of development. The strategic differences with modernization theory came to 

revolve around the role of the state, which was to become the key vehicle of the new 
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political-cultural project of autonomous development. This was to be the overriding 

objective in the attempt to remove the damaging handicaps of dependency (Preston 

1996: 194-195) 

Some theorists (e. g. Cardoso 1973, 1977; Cardoso and Faletto 1979; 0' 

Donnell 1978; Evans 1979; 1983; Gold 1986) have modified the basic assumptions of 

classical dependency perspective. In stead of treating dependency as a general, 

external, economic process that leads to regional polarization and underdevelopment, 

new dependency theorists now conceptualize it as a historically specific, internal, and 

socio-political process that can lead to dynamic development. Thus they have put 

forward many original concepts, such as: dependent associated development (Cardoso 

1977), the bureaucratic- authoritarian state (0' Donnell 1978); the triple alliance 

among the state, local capital arid international capital (Evans 1983) and dynamic 

dependency (Gold 1986). Moreover, the new dependency thinkers have paid more 

attention to historically specific situations of dependency than did classical 

dependency thinkers. The state in Third World is no longer perceived as a dependent 

state for foreigners, but as an active agency that tacitly works together with local and 

international capital. Also they acknowledge the coexistence of two contradictory 

processes- dependency and development (So 1990: 164 -165).The argument of this 

second wave of dependency theory was that Third World societies were not merely 

products determined by the structures of unequal exchange within the world economy, 

but that their present and future possibilities in part were of their own making. 

Specifically, under certain circumstances, Third World societies were able to achieve 

sufficient autonomy with the world system to be able to harness the dynamics of 

global capitalism for their own development purposes. While the economic and 

political relations of dependence remained a fact of life, and thus set the parameters of 

external limits to what any Third World society could achieve, some form of genuine 

development was still a possibility. Central to this possibility was the action of the 

national state (Henderson and Applebaum 1992:2). 

In world-system theory, globalism itself is made the single over arching 

dynamic. The argument of globalism is taken to the point where nation states are not 

units of development; only the world system develops. (Pieterse 2001: 29).Even if the 
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unit of analysis is the world system, this perspective does not minimize the importance 

of state: 

of course, rejection of tne state as the indicated socio-geographical container for social analysis in no 

way means that the state is no longer to be viewed as a key institution in the modem world, one that~ 

has profound influences on economic, cultural, and social processes. The study of all these processes 

clearly requires. an understanding of the mechanisms of the state. What they do not. require is the 

assumption that the state is the natural, or even the most important, boundary o(social action. (Waller

stein et al1997: 85). 

According to the world system theory, it is possible for a peripheral country to 

move to the semi-peripheral status. Similarly, a semi-peripheral country can move to 

the core status. This possibility is contingent upon historical moments of 

opportunities. In Wallerstein's (1979) view at this moment the economy concerned 

extracts surplus from the periphery while at the same time yields surplus to the core. 

Thus the dependent development thesis of the new dependency thinkers was 

reinforced by world system perspective. Wallerstein's (1978) analysis emphasized the 

role of the national state in carving out a space for indigenous political and economic 

actors to play a role in both the global economy, and in the international state system 

(Henderson and Applebaum 1992: 3). 

For the free marketeer neo-liberals the relationship of state to economy is one 

of subordination and rule protection. The self regulating maximizing market may be 

minimally assisted by the state to better realize its potential: a framework of law to 

protect that self generating and regulating market. (Preston 1996: 267). State 

involvement in the economy is held to be inefficient, bureaucratic and unnecessary 

drain on public coffers. Hence by selling off loss-marketing and inefficient public 

enterprises and parastatal corporations, and restricting the role of the state to 

regulation and economic facilitation, taxes could be cut substantially (Simon2002: 

87). The neo-liberal onslaught and its relentless anti-statism, was directed at advanced 

capitalist countries, less developed countries and socialist countries alike. All of these, 

it was postulated, were infected by the virus of state intervention. As Terence J. Byres 

observes: 

It made a determined onslaught on the interventionist state: which was portrayed consistently as a 

predatory state; and one that inevitably, through its intervention, imposed crippling inefficiencies of 

resource use (allocative efficiency), and spawned pervasive rent-seeking. It presented a virulent critique 
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of planning, which was represented as simply the institutionalised means whereby the state pursued its 

predation, extended and reproduced its massive inefficiencies, and gave rise to growing and deeply

entrenched rent-seeking. It advocated, as essential to economic health and economic development, the 

unfettered operation of the market. Its detailed policy prescriptions were summed up in its watch word, 

Jiberalisation (Byres 1998c: 1 ). 

Bjorn Beckman argues that economic nationalism is the principal ideological 

rival of neo-liberalism. In an effort to delegitimise economic nationalism, neo-liberals 

seek to de legitimise state, the main locus of nationalist aspirations and resistance to 

neo-liberal project. In order to undercut the claims by the state its alien nature is 

emphasized. Its retrogressiveness is explained in terms of its separation from the civil 

society (Beckman 1998:46). Thus, neo-liberals seek to transforin the balance of power 

between state and civil society. They believe that the economic institutions of civil 

society are more effective in creating order and distributing resources than is the state. 

Human potential is best realized not through power being centralized in the state but, 

by the promotion of a free economy, where power is dispersed through out civil 

society (Faulks 1999:71). 

The nature of development in India 

The idea of development in a particular country is _shaped by its own historical 

development. Jorge Larrain aptly observes: 'Any study of the concept of development 

must take into account its historically determined character. Although it can be argued 

that some forms of economic development and social change have existed in most 

societies throughout history, consciousness of the fact that societies develop and the 

conception that economic development should be promoted are relatively new 

phenomena which arise in precise historical circumstances' (Larrain 1989:1 ). 

After independence in 194 7, the Indian state undertook to implement a 

Herculean task. It was to transform democratically a hierarchically institutionalized, 

overwhelmingly agrarian order of great antiquity and heterogeneity, burdened with the 

problems of extreme scarcity and what Ashis Nandy (1983) evocatively termed 

'pathological anxieties of post-colonialism' into a modern India. 'Seeing itself as an 

exemplar and the legitimate custodian of social order and the repository of public 

good - indeed as the only authentic embodiment of universality and progress - no 

jurisdictions were to be beyond the reach of this interventionist democratic state. In its 
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assumed role as modernizer, mediator, reformer, and nation builder, India's 

democratic state inaugurated a series of ambitious national development plans ... ' 

(Sharma 1999: 2). The development path of the Indian democratic state was 

apparently to benefit the disadvantaged and promote equity and social justice. 

Ironically, it is argued that India's democratic development agenda was subverted by 

dominant forces that appropriated the benefits of development to the disadvantage of 

the marginalized, who had suffered social and economic vulnerability in the past and 

who the development project was designed to benefit (Kothari 1986; Bardhan 1984; 

1988; Kohli 1987; 1988; and Dhanagre 19_87). Not only did the development project 

not benefit the disadvantaged, it added in new dimensions to their disadvantaged 

positions. It is no surprise, then, that in many cases they have resisted the policies to 

bring them benefit (Mohanty 2003: 17 5). Thus, while resistance to the colonial state 

was prompted by an understanding that it was alien and oppressive, post-colonial 

assertions are against the Indian state, whose development logic is legitimized in the 

name of the people (ibid). This indicates that the development project launched by the 

Indian state was impregnated with inner conflicts. This was the inherent nature of the 

essentially capitalist development project. 

The constitutional vision of development 

The constitution of India does possess a vision of development which has been 

couched in the ideas of 'right' and 'justice'. It defines development as a series of 

governance obligations: the progressive implementation of policies, programmes, and 

measures that disproportionately benefit and empower the impoverished masses .of 

India (Baxi 2002:38). Thus the constitution clearly established a policy framework for 

a very activist and interventionist Indian state (Bhambhri 2000:278). The Directive 

Principles declare that: 'the state shall, in ·particular direct, its policy towards securing 

-(a) that the citizens, men and women equally, have the right to an adequate means of 

livelihood; (b) that the ownership and control of the material resources of the 

community are so distributed as best to subserve the common good; (c) that the 

operation of the economic system does not result in the concentration of wealth and 

means of production to the common detriment ... '(Art. 39). Indeed, the Directive 
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Principles are meant to represent basic values of· the political community with 

reference to which power and authority should be exercised. 

Upendra Baxi (2002:38-41), however, has highlighted several trends that have 

negotiated the achievement of developmental goals through various enunciations of 

development. 

(a) Development planning has since its inception been heavily concerned with 

a sustained rate of economic growth. While the Five Year Plan documents remain 

suffused with the rhetoric of equitable social development, there has been very_little 

actual progress towards the fulfilment of the minimal obligations of the Directive · 

Principles, and the fundamental rights enshrined in articles 17, 23 and 24. 

(b) Development design moves back and forth between model of land reforms 

and agrarian reforms. Land reforms aim at enhancing expansion of agricultural 

productivity. Deyelopment here is conceived of in terms of efficient management of 

agricultural production. The agrarian reform model, by contrast is primarily directed 

at state sponsored equitable land distribution, debt relief, protection of the rights of 

agricultll;ral workers, and elimination of practices of agrestic serfdom. 

(c) The planned economy casts the state in the role of inventor of forms of state 

regulated capitalism. This implicates . the state and law heavily in tasks of quite 

comprehensively monitoring economic enterprise. 

(d) Development planning unfolds the role of the state, requiring not just to 

function as allocator and regulator but also as the producer of economically valued 

resources. The 'commanding heights' of the economy thus remained captured by the 

state industrial monopolies. 

(e) The 1970s simultaneously mark the discovery of mass impoverishment 

manifested in the 'Garibi Hatao' programmes. This has led to the greening of Indian 

economic theory .. Anti-poverty programmes began to fashion the vocabulary of 

development activities. 

(f) This period also witnesses the growth of state finance capitalism with the 

nationalization of banks and insurance industries, making every significant 

transformation of rural economy, at least in terms of access to credit. 
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(g) With the disparities in regional development, economic federalism began to 

emerge in terms of greater regulatory autonomy for states and equitable allocation of 

federal revenues through the renovation of normative approaches by the Indian 

Finance Commission. The governance formats for development began to undergo 

significant transformations. 

(h)The new social movements began to contest the hegemonic notions of 

development. They sought to redefine development in terms of greater people's 

participation in governance. Movements for social empowerment of the educational 

and social backward classes redirected development, in the early 1990s, towards 

explicit commitment to egalitarianism. Feminization of development definitions and 

paradigms began to occur with the rise of women's movements. Environmental 

movements began to orient the logic of practices of planned development. 

(i) The ·1990s also mark a much deferred decentralization and devolution of 

power to Panchayati Raj Institutions in ways that eventually foster the flow of 

redefinition of development as justice from the grassroots to national levels. 

G) The contemporary economic globalization creates many sided impacts, 

principal among which is the transformation of the notion of responsibility. The 

Indian state is placed in a situation where internationally assumed obligations to 

facilitate the flows of global capital, trade and investment command a degree of 

priority over the order of constitutional obligations owed to Indian citizens and 

peoples. The three Ds of economic . rationalism (deregulation, disinvestment and 

denationalization), for example, favour many development policies that threaten, and 

at times nullify achievements of rights and justice discourse. 

According to Baxi, these trends mark the history of the consolidation of the 

hegemonic practice ofplanned development, with simultaneous contestant notions of 

development ~ more people oriented, participatory development. 'Even as violent 

protest de-legitimates the ruling paradigms of development as justice, its 

'management' by constitutionally insincere and insecure classes leads to militarization 

of the Indian state' (Baxi 2002: 40). 
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Capitalist development 

India consciously chose the path of state capitalism based on import substitution, 

industrialization and relative self-reliant development. A social consensus existed 

within the country that the Indian sate has to be the engine of growth because the 

challenges of an underdeveloped economy are quite formidable and there was no other 

social institution which could play the role of accelerating economic growth with 

social justice (Bhambhri 2000: 192).The consent of dominant social classes facilitated 

the emergence of a powerful state apparatus during 1947-1964. The leading Bombay 

based capitalists who authored the Bombay Plan {Thakurdas et al 1944 ), supported the 

idea of economic planning for industrialization of the country: 

We contemplate that under the central government there will be a national planning committee in 

which the various interests concerned will be represented and to which responsibility for drawing up 

plans will be delegated. The actual execution of the plans will be the function of supreme economic 

council working along side the national planning committee under the authority of the central 

government. (quoted in Bhambhri .2000:279). 

A. R. Desai unequivocally asserted that the Indian development project was 

capitalist in nature: 

... unless the scholars recognize that the Indian state is a class state of Indian Bourgeoisie and Indian 

society as being developed on capitalist path of Modernization , the understanding of the implications 

oflndian Development will be incorrect. Nay it would be misleading. Further, eschewing this approach 
-

will consciously or unconsciously transform academicians into defenders of policies which are pursued 

to buttress and strengthen a historically outmoded exploitative capitalist society which can only 

aggregate exploitation and oppression ofthe Indian toiling masses (Desai 1975: ix). 

At the time of independence the Indian state did have the option of following 

any of the two competing models (a) one model was that of the liberal (capitalist) 

democracy of the West and (b) the other was the socialist model of Eastern Europe 

(Oommen 2004:114-115). 

The liberal democratic model evolved gradually on the principle of separation 

between the state, market and civil society. The underlying assumptions of this 

separation were: (1) the state is an agency of coercion and is motivated by power. 

Thus the process of acquiring and exercismg power should be well defined and 

checked through legal mechanisms; (2) economic activity is motivated by material 

incentives and is to be regulated by the market mechanism in terms of free exchange; 
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and (3) civil society is the space for free voluntary activity for the citizens, between 

the state and the market, the zone in which a variety of political actions could be 

initiated to moderate the potential authoritarianism of the state and the likely rapacity 

of the market. In the West, therefore, state, market, and civil society emerged 

successively and each of these spheres acquired a certain level of autonomy (ibid: 

115). 

The socialist model evolved on the institutional principle of fusion of the state, 

market and civil society in contrast to the separation principle of liberal (capitalist) 

democracies. The party state monopolized all powers and regulated the market and 

civil society (ibid). 

The state of independent India opted for what came to be referred to as the 

Third Way; that is, combining multiparty democracy with planned economy. 

However, it was the planned economy and the associated state centrism which 

assumed saliency in the first quarter century of India's independence. The state 

intended to promote economic development with an accent on distributive justice and 

also initiated a series of measures to introduce and institutionalize people's 

participation in the context of planned development (ibid: 115-116). The state in India 

wanted to retain its centrality not only in initiating planned economic development but 

also in promoting and sustaining the civil society. In doing so it attempted to fuse 

state, market and civil society (ibid: 117). 

The national state which succeeded the colonial state invariably started with 

adequate legitimacy as an agent of economic intervention and development. The 

Indian state had initiated a series of measures to achieve this objective. The two 

earliest measures were (1) the instituting of the Planning Commission in March, 1950 

and (2) the passing of the Industries (Development and Regulation) Act of 1950. The 

first was an instrument to initiate the process of long term economic development and 

the second was intended to curb monopolistic tendencies and to avoid waste 

emanating from undesirable competition between industrial houses (Paninil995: 35). 

The Industrial Policy Resolution of 1956 sectoralized Indian industries into 
r 

public and private, reserving investment in basic and heavy industries for the public 

sector, which eventually come to occupy the 'commanding heights' in the economy. 
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The Company's Act was amended in 1956 to reduce the control of family members 

over industrial corporations. This was followed by the abolition of the Managing 

Agency System and the nationalization of commercial banks in 1969. Following close 

on its heels was the passing of the Monopolies and Restrictive Trade Practices 

(MRTP) Act of 1970 which prescribed that big business needed to obtain permission 

from the government to expand their enterprises. The share of foreign investment in 

Indian companies was restricted to 49 percent of the equity capital. Stringent roles for 

repatriation of profits and on foreign exchange transactions were introduced through 

the Foreign Exchange Regulation Act(FERA) of 1973 (Oommen 2004:124). 

The rural economy was moulded by the state basically through land reforms 

and the 'green revolution'. Land reforms sought to abolish absentee landlordism and 

intermediaries between the land owner and the actual tiller of the land, the idea being 

to make those who worked on the land were its real owners. The 'green revolution' 

provided for the subsidization of agricultural inputs and ensure the marketing of 

agricultural produce at an agreed and often agreeable prices (ibid). 

Thus, the state was a decisive actor in the affairs of the Indian economy from 

194 7 onward. The announced aim of this involvement was to bring about economic 

development and distributive justice. But neither of these goals has been achieved 

(ibid). The failure in achieving these. goals goes deep into the nature of the Indian 

development project. 

In order to dispel any analytical confusion Terence J. Byres argues that the role 

of the state and its nature in India has nothing to do with an attempted socialism: 

To suggest, for example that there was ever the remotest of Indian state collectivizing agriculture - an 

act which might, indeed have suggested socialist intent- is to court derision. To argue that the creation 

of a large public sector is evidence of 'socialism', and a socialist state, is to ignore the existence of a 

state capitalism. The invoking of 'socialism' by Indian state we take to be no more than empty political 

rhetoric increasingly empty we move forward from the 1950s. Our concern is with a state intent upon 

dissolving economic backwardness via capitalism (Byres 1998b: 42). 

This capitalist development includes capitalist industrialization, and a 

resolution of the agrarian question via development planning. Development through 

capitalist transformation entails an unleashing of the productive forces. 'This, in tum, 

requires an acceleration and intensification of the process of capital accumulation on 
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the unprecedented scale; and that cannot proceed without an appropriate tapping of 
' 

relevant domestic sources of accumulation. Foreign sources of accumulation (private 

foreign investment and foreign aid) may be contemplated, but there can be no 

escaping the task of domestic resource mobilisation'. The state's intervention is 

potentially critical that needs to be examined and assessed. The state may act in a 

variety of critical ways: as an agent of technical change, in its fiscal role, as an arbiter 

and setter of prices; and otgers (Byres 1998b: 43). 

Development strategy in India 

The debate surrounding development strategy in India has reflected a general debate 

of the time as prevalent in contemporary development literature. Indeed, it provided a 

synoptic outline of the world wide debate. J ayati Ghosh ( 1998: 165) argues that this 

debate continued throughout the second half of the twentieth century, 

from the controversy between 'nationalist' and 'imperialist' positions on the causes for the lack of 

development of the colonial Indian economy, to the elaboration of a state led planning strategy in a 

mixed economy during the Nehru era, to the later moves towards 'liberalization' and greater market 

orientation that have marked the past decade. 

This debate on the development strategy has been characterized 'by -sharply 

drawn theoretical and ideological positions, which have found expression in a much 

more muddy, confused and complex reality' (ibid). 

India started with a nationalist democratic regtme. While the nationalist 

element generally enhances state autonomy from economic forces - especially 
. ' 

economic forces under foreign control, the democratic element of the regime tends to 

lay the state to organize social interests. Thus development strategies adopted by 

nationalist democratic regimes are based on the following premises: as national 

sovereignty is valued, attempts are made to minimize foreign dependencies; a 

developmental alliance between the regime and national capital forms the state core 

'pact domination'; but in order to sustain a some what open polity, redistributive goals 

are held to be of legitimate political concern. In this way an attempt was made to 

reconcile the goals of national sovereignty, economic growth and a modicum of 

redistribution in overall development strategies. Over time, as anti-colonial 

nationalism fell into the background interest groups competed for state resources, the 
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autonomy of the state governed by nationalist-democratic regime typically declined 

(Kohli 1987: 34 ). 

Planned development 

At the time of independence there was a near unanimity on the need for planning in 

some form. Also it was reflected in the fact that the Indian National Congress setup 

the National Planning Committee in 1938. So persuasive was the felt need for 

planning across the ideological spectrum that the industrialists went on to author the 

Bombay Plan in 1944 which embodied their conception of the strategy for 

development in post independence India and asked for substantial public investment. 

A People's Plan authored by M. N. Roy represented left position. A Gandhian Plan 

was authored by Sriman Narain that visualized a self sufficient village economy. So in 

the immediate preceding years of independence the debate on planning in India was 

not about whether there should be planning, but about what sort of planning (Patnaik 

1998:159). 

The debate on Indian planning started before 194 7, proceeded around the 

formulation and course of the First Five Year Plan and reached a peak intensity over 

the Mahalanobis strategy which underlined with a debate over liberalization. The 

debate initially was not about the desirability but nature of planning. There were 

mainly three positions (1) Planning as an aid to capitalist development, without 

property redistribution (as exemplified in the Bombay Plan); (2) Planning as the 

agency of state capitalism, with radical; redistribution of assets, especially land (the 
1 

left position); (3) The official view, vtith its socialist rhetoric and its vision of the 

public sector as permanent, but which n~ver took seriously the goal of radical land 

redistribution (Byres 1998a: 15). As mentioned, the official position took with it 

inherent contradictious. There were at least two fundamental contradictions at the 

heart of the official position: (1) while radical land reforms constituted the raison d' 

etre of the plan strategy they did not figure in the official agenda. (2) There was a 

contradiction between aspiring for autonomous development and eschewing radical 

land reforms (Patnaik 1998: 162-163 ). 

According to Atul Kohli, the failure of democratically planned economy 

committed to 'socialism' is the political failure of ruling alliance: 
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... the failure of the Indian state to facilitate social reforms has resulted from a tacit ruling alliance 

between a loosely organized ruling nationalist elite and those property owners who are in a position to 

stimulate economic growth. The loose and heterogeneous nature of the ruling coalition has made it 

difficult for the political authorities to intervene in a rigid, hierarchical society so as to benefit the poor. 

Political and social-structural char~cteristics are thus both crucial for understanding distributive 

outcomes in India (Kohli 1987: 51). 

In the context of planned development in India, there is no denying the fact that 

the state had been the central actor in any programme for development, its role in 

development was not for that reason any less problematical. Partha Chatterjee has 

identified the main problem as the problem of reconciliation of accumulation and 

legitimacy. The development ideology 

was a constituent part of the self definition of the post colonial state. The state was connected to the 

people-nation not simply through the procedural forms of representative government; it also acquired 

its representativeness by directing a programme of economic development on behalf of the nation. The 

former connected, as in any liberal form of government, the legal political sovereignty of the state with 

the sovereignty of the people. The latter connected the sovereign powers of the state directly with the 

economic well-being of the people. The two connections did not necessarily have the same 

implications for a state trying to determine how to use its sovereign powers. What the people were able 

to express through the representative mechanisms of the political process as their will was not 

necessarily what was good for their economic wellbeing; what the state thought important for the 

economic development of the nation was not necessarily what would be ratified through the 

representative mechanisms. The two criteria of representativeness, and hence oflegitimacy, could well 

produce contradictory implications for state policy (Chatterjee: 86-87). 

Sukhamoy Chakraborty (1987: 2-3) argues that in the specific context in which 

planning was taken up in India, accumulation had to be reconciled with legitimation. 

'Adoption of representative forms of government based on universal adult suffrage 

did have an effect on the exercise of political power, and so did the whole legacy of 

the national movement with its specifically articulated set of economic objectives'. 

These objectives - accumulation and legitimation - produced two implications for 

planning in India. On the one hand, planning had to be 'a way of avoiding 

unnecessary rigours of an industrial transition in so far as it affected the masses 

resident in India's villages'. On the other hand planning was to become 'a positive 

instrument for resolving conflict in a large and heterogeneous subcontinent'. 

Partha Chatterjee (1998:84) identified some significant aspects of the whole 

exercise of planning. These are: 
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(a) Planning emerged as a form of determining state policy, initially the 

economic policies of the provincial Congress ministries, but almost immediately 

afterwards the overall framework of a coordinated and consistent set of policies of a 

national state that was already being envisioned as a concrete idea. 

(b) Planning as an exercise in state policy already incorporated its most 

distinctive element: its constitutiJn as a body of experts and its activity as one of the 

technical evaluation of alternative policies and determination of choices on scientific 

grounds. Nehru found this technical exercise to be 'a pleasant contrast to the 

squabbles and conflicts of politics' (Nehru 1946: 405). 

(c) The appeal to a 'committee of experts' was m itself an important 

instrument in resolving a political debate which, much to the irritation of the 

emerging state leadership of the Congress, was still refusing to go away. 

Thus, the very institution of planning process became a means for the 

determination of priorities on behalf of the 'nation'. The technical aura around the 

planning became possible by creating the Planning Commission as a unique institution 

away :from the normal functioning of the government. It became the exclusive theater 

where economic policy was formulated. The subject was removed from the Cabinet 

and Parliament which were merely informed of decisions taken by the small cohort of 

experts. Sunil Khilnani (1997:86) cites the Second Five Year Plan as an instance 

where political decisions were camouflaged in technocratic terms so that they could be 

insulated from public deliberations. 

Therefore, planning was the domain for the rational determination and pursuit 

of the development goals. 

It was a bureaucratic function, to be operated at a level above the particular level of the civil society, 

and institutionalised as such as a domain of policy-making out of the normal processes of 

representative politics and of execution through a developmental administration. But as a concrete 

bureaucratic function, it was in planning above all that the post colonial state would claim its 

legitimacy as a single will and consciousness - the will of the nation - pursuing a task that was both 

universal and rational- the wellbeing of the people as a whole (Chatterjee 1998:88). 

Sugata Bose and Ayesha Jalal (1998:211) note that India's early development 

plans borrowed more from the work of the colonial state's development and planning 

department set up in 1944 than that of the national planning committee of 1938-40. 
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From the mid-1950s India pursued a strategy of capital-goods-led import-substituting industrialization. 

While it was able to build the heavy industrial base that the planners had envisioned, little progress was 

made in the direction of combating poverty, illiteracy and disease. Indian development planners had 

become engrossed in the task of improving instrumental variables, such as the savings ·rate, but had 

quite forgotten the idioms and the intrinsic values that had initially inspired the project of national 

development (ibid). 

Lawrence A. Veit in a similar vein points out that 'the stark reality of the actual 

Indian economic conditions stands in marked contrast to the relative sophistication of 

Five- Year Plan documents (Veit 1978:7). 

Influence of the theories of development on Indian development 

The vast mass of development literature has long been fraught with different views on 

the role of the state. These have been duly reflected in the policy debates in_ India as in 

other Third World countries. These debates have continued down to the dramatic 

announcement of liberalization, first in the early days of Rajiv Gandhi rule and again 

more recently since 1991(Bardhan 2003: 286) 

The debates on the influence of the theories of development on development in 

India do not exist is an historical vacu\Jm. The contrast between the political economy 

in India before and after independence usually has been seen as striking, with the end 

of foreign rule taken as a natural dividing line. After 194 7 India based its development 

strategy on import substituting industrialization, in a mixed economy with a large 

public sector and guided by central planning. But the early fifties, the formal structure 

of government and political and economic institutions seemed to be very different 

from anything that had gone before (Tomilson 1992:274). A strict control regime was, 

in a real sense, inevitable in the late forties and early fifties because of the 

fundamental economic and political changes that took place in those years. The events 

of post war years also provided an historical context against which the actions of 

Indian planners in the late fifties and beyond must be set. Also the legacy of 

international economic environment was no less responsible for adopting such a 

policy. The strains between 1929 and 1945 first ofthe great depression and then of the 

Second World War, followed by the strains of the transfer of power and partition ,all 

circumscribed the action that could be taken to foster economic growth and 

development. The Second World War had a devastating effect on economic life in 
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India. While India has been spared the material destruction that has befallen many 

countries, she has suffered in full measure, and in some directions in greater measure 

than others, the economic consequences of the War. Between 1939 and 1945 the 

economy was subject to enormous strains, leaving fundamental imbalances in many 

areas lasting long after the end of the War (ibid: 276). 

Further the contemporary milieu of international economy also reflected in the 

near unanimity on the necessity of planning. The Great Depression had destroyed any 

faith in the virtues of the free market, and Keynesianism, a product of Depression, 

advocated not just state in.tervention in the demand management in the capitalist 

. economies, but the necessity of socializing investment directions (Patnaik 1998: 160). 

Within India, it was generally understood that laissez fa ire was the modus operandi of 

economic imperialism. In the decade prior to the inter war years, India had perhaps 

been more of a 'free-trade-free-market' regime than any other country has ever before 

or since (ibid). 

In the early fifties, development thinking for the Third World was itself at its 

early experimental stage. The Keynesian analysis of the determinants of the level of 

activity as extended by Harrod-Domar was being taken up by economists for 

elaboration to Third World countries. This analysis laid heavy emphasis on increase in 

capital stock as the key element for economic growth. There were of some 

modernization thinking dwelt on sociological and cultural aspects of the development 

process. But ·there was not much empirical data available on which to test these 

hypotheses, predominance, was therefore, held by the idea that underdevelopment as 

the result of deficiency of capital and consequently there was need for the government 

to promote capital formation and allocate it according to priorities (Dhar 1988: 4). 

Since the low level of per capita income acted as a constraint, the need for 

mobilizing domestic savings and supplementing them with foreign aid became major 

· requirement for filling savings gap in order become major requirements and generate 

the desired rate of growth. In these circumstances the concept of Big Push and 

Balanced Growth gained wide acceptability, underscoring the need for planning and 

investment programme on a closed economy basis. The major aims of this 
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development strategy were: a high_ growth rate, national self reliance, full employment 

and reduction of income inequalities (Dhar 1988: 5). 

Within such an international and domestic socio-economic and intellectual 

milieu, the nationalist leadership in India was acutely aware of the need for 

industrialization to modernize the country and was convinced that government support 

and involvement were essential to the task. As P.N. Dhar observes: 

They were impressed more by Friedrich List and Alexander Hamilton than by Adam Smith (Dhar 

1988: 3). 

According to Bimal Jalan (1991:5), the vision ofthe state in early development 

literature was fully shared by India's post-independence leadership. Political freedom 

was, in fact, viewed as an indispensable means to overcome mass poverty and to 

industrialize economy through diverse state action. Thus, the Second Five Year Plan 

(1956) was clear that 

the pattern of development and the structure of socio- economic relations should be so planned that the 

result not only in appreciable increases in national income and employment but also in greater equality 

in incomes and wealth. Major decisions regarding production, distribution, consumption and 

investment - and in fact all significant socio-economic relationship - must be made by agencies 

informed by social purpose (P.22 quoted in Jalan 1991:5). 

There was a remarkable unanimity among the pioneers of development 

economics in the forties and fifties on the positions that industrialization was not 

feasible in underdeveloped economies without and active role assigned to the state 

(ibid: 27). Reviewing the literature of 1940's and 1950's Datta Chowdhuri (1990:26) 

concludes that 

the success of Keynesian activism in fighting the Great Depression in the Western countries, the 

success of plan in engineering the quick reconstruction of the war-damaged economies of western 

Europe and the achievements of the Soviet industrialization drive of 1930's had created a virtual 

intellectual consensus in the world on the power of the 'visible hand'. 

The early development literature was also sanguine about the need for the state 

to exercise its regulatory and fiscal power to alter colonial patterns of trade. 

The conclusion ofPrebisch (1950) and Singer (1950)- on the secular tendency 

of the terms of trade turning against countries exporting primary products and im

porting manufacture ~ had an important impact on the thinking of planners in 

developing countries. Prebisch and Singer attributed the tendency of terms of trade of 
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primary producers to decline the power of trade unions in advanced coun.t~ies, and to 

conditions of under-employment in· the periphery. Equally influential was Lewis's 

paper on the implication for development strategy of 'unlimited supply of labour' 

(Lewis 1954). Lewis-argued that under conditions of an unlimited supply of labour, 

the gains from ·productivity increases in the export sector were likely to accrue 

importing countries. Singer, Prebisch and Lewis's work thus provided a powerful case 

for import substitution and protection (J alan 1991 :28). · 

According to Jalan these perceptions were widely ·shared· by political leaders 
i ' 

and Indian intellectuals of the time, and the business of choosing an economic strategy 

responded to these perceptions. The neglect of economic development by the state in 
' 

the colonial period had an inevitable consequence. The conviction grew that 

development was not possible without guiding hand· of the state: the state was 
i . 'I 

required to take on the role of planner, saver, investor, and manager in order to 

quicken the pace of development (ibid). 
. . 

The colonial experience was sufficient .to reinforce the belief that the free-trade 

, regime was biased against India and other developing . countries and could not . be 

relied· upon to generate growth and improve living standards. The call for Swadeshi 

therefore became an important element in the political strategy against colonial rule. It 

was inevitable- that, after independence the building of an indigenous manufacturing 

. \ base should become an important objective of e<?onomic policy. This strategy was also 

an aspect of the struggle for economic and political independence from the U.K. and 

other Western powers. The apparent success pf the Soviet Union in building up a 

strong manufacturing base, . and its emergence as a super power within a relatively 

short period of time, strengthened belief in the efficacy of the state as the primary 

agent of accumulation. Thus~ while the contemporary intellectual and historical 

context encouraged India to adopt the . import substituting state led model of 

development, it remains to be unraveled what has the experience been with the major 

theories of development in the actual development process in India. 

Modernization and Indian Development 

The idea of development in the modernization Perspective 'grew out of certain 

historical events, such as the Industrial Revolution in Europe and the United States, 
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the colonial experience in Latin America, Africa and Asia, the qualitative empiricism 

of North American social science, and capitalistic economic/political 

philosophy'(Rogers 1976a: 121). Rogers distilled four essential elements in this 

conception of development: ( 1) Economic growth through industrialization and 

accompanying urbanization was the key to developm~nt. It was approximately passing 

through the Industrial Revolution. It was assumed that development performance. 

could be.quantified in economic terms: GNP, per capita income etc.; (2) In order to 

guide and speed up the process of development planning should be centralized and 

controlled by economists and bankers ; (3) The choice of technology was to be capital 

intensive and labour extensive- mainly imported from more developed nations; ( 4) 

Underdevelopment was mainly due t~ the problems within the developing nations 

rather than in their external relationships with other countries (Rogers 1976b: 49). The 

modernization theory prescribed a model of development which underlined the 

importance of economic growth through industrialization, capital intensive and 

machine intensive technology, a top-down structure of authority with economists in 

charge, and a certain attitude, and mind set among individuals (Melkote 1991: 62). 

Thus, modernization theory is also a theory of capitalist development. 

According to Sukhamoy Chakravarty (1987:14) the development model first 

adopted in India was a variant of Lewis's model, with a 'modem' sector breaking 

down and superseding the 'traditional' sector, the two significant variations that the 

modem sector itself was dis aggregated into a capital goods and consumer goods sector 

the major role was assigned to a development bureaucracy. Baldev Raj Nayar (2001: 

53-54) points out that the Harrod-Domar model was employed in the formulation of 

the First Five Year Plan (1951-56) though only redundantly, for the First Plan had in 

essence little to do with serious economic planning since it was essentially an 

aggregation of projects already under way or readily available on the self. 
'. 

Modernization theorists point to India as basic confirmation of their arguments. 

Capitalist economy prevails, industrialization is stressed, technological innovation 'is 

spreading, education is a priority, and western foreign aid is contributing to economic 

growth. India has not sat idly and played 'victim' in the global economy. To the 

contrary India has· devised planning and other economic policies that improve 
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economic development within its border. Economic, dynamism has simultaneously 

produced a stable democracy. 

However, despite all these, modernization theory cannot explain all 

developments in India. The core of its arguments - the dichotomy of tradition and 

modernity has not found its way in India. Rather development project in India has 

combined the two. Subrata Kumar Mitra, for example, argues that the resilience of the 
I 

Indian state is a proof to that. 

'the resilie11ce of the state in India can be attributed to its success in incorporating some of the key 

features of the Indian tradition while retaining the essential features of modernity. Primordial 

sentiments have been balanced with those of economic interest and· ideology. The edge is taken off the 

potential for authoritarianism through the division of power and wide spread participation. By co

opting traditional centres of power and creating new ones the modem state has found a niche for most 

, interests and norms with a support base in society (Mitra 1990: 91) . 

. Rudolph and Rudolph (1969: 10) argue that the examination of internal 

variations within traditional and modem societies draws attention to those features of 

each that are present in the other. 

. --

If tradition and modernity are seen as continuous rather than separated by an abyss, if they are 

dialectically rather than dichot9mously related, and if internal variations are attended to and taken 

seriously, then those sectors of traditional society that' contain or express potentialities for change from 

dominant norms and structures become critical for understanding the nature and processes ?f 

modernization. 

With these variations, the Indian capitalist development with planning as the 

mam development strategy remained very much close to the modernization 

perspective. This has been more particular with respect to the economic dimension of 

modernization. 

Dependency and Indian development 

The basic assumption of dependency perspective · IS that development or 

underdevelopment processes in Third World countries cannot be understood 
I ' 

separately from development processes in advanced capitalist countries. Development 

and underdevelopment are partial and interdependent structures of one global system. 

Dependency structures this interlocking development-underdevelopment relationship. 

This dependency has been defined as 'a conditioning situation in which the economies 
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of one group of countries are conditioned by the development and expansion of 

others' (dos Santos 1970: 231). 

Prior to 194 7, both the Congress party and business circles in India had agreed 

in principle on the need to exclude foreign capital from the economic development of 

free India. Even official pronouncements by the interim government ( 1946-4 7), 

reflecting this view, had been made at the Washington conferences leading to the 

formation of the International Trade Organization in 1947 (Basu 1985: 199). Even 

,after independence, the first Industrial Policy Resplution of 1948 promised legislation 

to regulate foreign capital 'in national interest' so that 'as a rule, the major interest in 

ownership and effective control should always be in Indian hands, (Kidron 1965: 97). 

The Second Five Year Plan aimed at introducing a dynamic of state-led import 

substituting industrialization that would develop a basic capital-goods sector within 

the country. This, in tum, would direct the post-colonial economy inward, with a self 
i 

sustaining growth pattern based on an expanding domestic market (Hansen J966; 

Bhagwati and Desai 1970; Nayar 1972; Bettleheim 1968:145-175; Frankell978: 113-

135). 

Aditya Mukharjee and Mridula Mukharjee (1990: 91) argue that dependency 

theory in all its variations was not being applicable to Indian development. They 

highlighted the sharp contrast between the paths followed by India and those taken by 

most of the developing countries of Latin America, Africa and West Asia. They 

observe: 

One of the striking features of the Indian economy since Independence has been its extremely low 

dependence on foreign trade. The total foreign trade as a proportion of the country's GNP remained 

around 10-13 per cent only between 1953 and 1977. Unlike most of the post-colonial Third World. 

countries, especially the NICs, the export sector in India has not been crucial, accounting for only five 

to six per cent of the GNP over this period (Kelkar 1980: 23). The Indian economy was thus·no longer 

typically extroverted as it had become under the impact of ~olonialism, which had destroyed the 

traditional balance between agriculture and industry, turning the country into an exporter of raw 

materials and food and importer of manufactured goods. Indian production since Independence has 

been primarily dependent on the home market and inter-sectoral exchanges within the economy. The 

Indian economy is thus to an extent not crucially conditioned by or dependent upon the changes 

occurring in the metropolitan economies. For example, India's performance in the seventies, when 

. there was a world depression, was much better than that of the other Low Income Countries on the 

whole (Varshney 1984: 1512). 
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The development model adopted in Nehru's India was the well known model 

of state led, import substitution industrialization (lSI). Although significant efforts 

have been made in the recent years to move away from this model, India's economic 

policies exhibit a fair amount of continuity. Thus, the political nature of India's early 

economic choices can be discerned. Nehru's political preferences reflected in the 

development model and it stressed the following: a) the importance of maintaining 

national sovereignty; b) a belief in state's superior capacity to steer. progressive 

capitalist development; c) the need to incorporate India's poor in the endowments of 

the fruits of development (Kohli and Mullen 2003: 198). The language 'of Nehruvian 

model of development was 'th~ language of self reliance and power through 

industrialization directed by a benign and wise state acting for the common good and 

social justice' (Rudolph and Rudolph 1987: 395). 

Even foreign capital did not acquire a dominating position m the national 

economy: 

Immediately after Independence, India, with plans for rapid industrializati<;m, needed and allowed 

direct foreign investments, though under strict controls laid down by the independent national state. 

Foreign capital was severely curtailed in the traditional areas preferred by it during colonial rule, i.e. 

extractive and other export industries, plantations, foreign trade, banking, insurance and consumer 

goods industries for the home market (areas relatively easily substituted by indigenous private and state 

enterprise). It, was on the other hand encouraged to come into high-technology areas, especially capital 

goods industries producing for the home market. Here, too, restrictions were placed on the exporting of 

the multiplier effects of foreign investments through the use of foreign raw materials and intermediate 

goods and the attempt was to encourage the progressive use of indigenous materials. The new foreign 

capital that came after Indepen~ence in fact did go into 'modern technologically advanced sectors of 

industry and that too increasingly not in branches of European companies but in subsidiaries, or more 

frequently in ventures involving minority foreign participation [Patnaik 1975: 61]. As Arun Bose, in 

his excellent study, concluded: the 'slogan' at Independence was "foreign capital must either flow into 

manufacture for the home market using indigenous materials or 'dry up'" [1965: 525] (Mukharjee and 

Mukherjee 1990: 92). 

Indeed, the crucial feature of the Indian economy since independence has been 

its movement in the direction of structural reorientation - the slow and steady 

dismantling of a typically disarticulated colonial or peripheral economic structure in 

an attempt to generate an inward oriented, self-centred development. (Mukherjee and 

Mukherjee 1990: 96). Thus, unlike in several countries of Latin America in India the 
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attempt to advance import substitution first to consumer durables industries and then 

the capital goods sector did not lead to increasing dependence on foreign investments 

and imports. On the contrary, the extension of Horizontal lSI and the launching of 

vertical lSI in India instead of leading to 'internationalization of the domestic 

mar~et' through large scale entry of TNCs (~yans 1979: 31), as happened in Latin 

American countries, achieved what it was meant to: 'an expansion of the indigenous 

in industrial base and a decline in external dependence' (Mukherjee and Mukherjee, 

1990: 97). India appears to be a backward but independent capitalist country at the 

edges of the core rather than a typical dependency of the peripheral type. Indian 

development was not internally disarticulated, that is, based primarily on export sector 

and a luxury consumption sector both articulated to the centre in terms of markets, 

import of capital goods and foreign investment. Even the luxury goods sector, kept 

relatively small in the total economy, was basically articulated with indigen<;ms capital 

goods sector. Similarly, the colonial situation, where both Indian agriculture and 

industry were articulated with the metropolis, was now reversed: the two sectors being 

basically articulated with each other (ibid: 97-98). Mukharjees did not deny India's 

dependence on core countries in matters of high technology, basic science research 

and 'machines to produce machines' still they asserted the non-applicability of ( 

dep,endency theory in the Indian case. 

But though in the Indian case this dependence is greater,. this kind of dependence exists even among 

backward countries of the core vis-a-vis the advanced core countries, though in broad structural terms 

they remain within the core. India's dependence is also that of a backward capitalist country on 

advanced capitalist countries, it is not the dependence of a neo-colony on the metropolis, or of a 

'd~pendency' or periphery on the core (ibid: 98). 

They argue that apart from the size, strength and nature of the Indian 

bourgeoisie and the Indian economy at independence, there were certain . other 

historico-structural factors which go towards explaining the specific developments 

India has seen since independence. These are the ·legacy. of the Indian national 

movement guided by a sophisticated anti-imperial ideology, political democracy and 

ant-imperialism, the balance of class forces in India since Independence, the 

autonomy of the Indian state vis-a-vis the advanced in its foreign relations, the central 
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role of the state in India's development and the size of the Indian market (ibid: 98-

104). 

Rudolph and Rudolph argue in the same vein. The depep.dency theory was 

found by its exponents so helpful in explaining bureaucratic authoritarian regimes and 

'the development of underdevelopment'. They often generalized it to the political 

economies of all peripheral countries. But it has not proved helpful. Foreign 

investment in India has been marginal and controlled commercial debt has been low, 

and trade diverse. India can feed itself and has developed basic and heavy industries, 

mainly with its own capitaL Moreover, Indi~ is not heavily dependent on for its 

security on one or more foreign powers. As a founder and leader of non aligned 
I 

movement, it shapes its international environment as much as it is shaped by it 

(Rudolph and Rudolph 1987: 395). 

Even if the new dependency theorists conceptualize dependency as a 

historically specific, internal and sociopolitical process that can lead to dynamic 

development, the Indian experience does not correspond· to their findings. As 

mentioned, the basic assumption of the theory that some how development is related . 

to a dependent relationship to the core remains attenuated with the Indian case. 

Word system and Indian development 

The world system. perspective stresses the independent significance ·of the world 

capitalist system and its impact on socio-economic processes in all nations: core, 

periphery, or semi-periphery. The primary concern, here, is not with the unilateral 

relations of a peripheral nation with a core nation, as in the case of dependency theory, 

but with the multinational structure of capitalist relations, or more specifically, with 

the world wide division of labour, the movement of advanced capital and the cycles of 

global capitalism. The primary explanatory variable in this perspective is therefore, 

the world capitalist system (Koo 1984: 36). It is the overall character of the world 

capitalist system that specifies the ways in which a peripheral economy is integrated 

into the world economy, and it is the cycle of world capitalism that defines the 

mobility chances (from periphery to semi-periphery or from semi-periphery to core) 

for a particular economy within the world system (Wallerstein 1974; Hopkins and 

Wallerstein 1977; and Chase-Dunn and Rubinson 1977). Consequently, much of what 
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goes on in a peripheral or semi-peripheral nation can be explained by the nature of the 

world capitalist economy and the specific position that a particular peripheral or semi

peripheral economy occupies in this world economy. Accordingly. understanding the 

contemporary characteristics of the world capitalist system must precede the analysis 

of the concrete dependency relations or specific development processes in a p_eripheral 

or semi-peripheral country (Koo 1984: 37). 

The world system admits the competence of semi-peripheral state such as that 

of India within structural parameters of the capitalist world economy. But these 

parameters are more than simply a given level of involvement in the world capitalist 

economy. They stretch to cover geo-political limits on choice and oppm1unities for 

economic gain provided by, pursuing certain strategies within an existing interstate 

system (Basu 1985: 19 5). Referring to the concrete examples of the Second and Third 

Five Year Plans Basu questions the efficacy of world system perspective in the Indian 

context. He points out that it was no mean achievement for Indian government to 

secure large quantities of hard currency on soft terms for the Second and Third Five 

Year Plans. 

A mercantilist success such as this, in a period of dominance by the free trade regime, is inexplicable 

using simply the capitalist world systemic model; it clearly requires an equal appreciation of the 

interstate system (ibid: 207). 

Indeed, the complementary relations between Indian economic plans for 

industrialization under stringent protectionist controls and American aid liberalism 

· were the product of a delicate balance between political strategy and economic interest 

at both ends. When this arrangement toppled in mid-1960s, both aid-flows declined 

and the. inward looking industrialization programme went awry (ibid). Indeed, the 

subsequent crises of Indian development and its gradual move towards liberalization 

remained more controlled by India's domestic factors than by the conditioning of the 

world capitalist economy. 

Neq-liberalism and Indian Development 

Neo-liberalism is generally explained as the confluence of the economic ideas of the 

Chicago School and the policies of Ronald Regan and Margaret Thatcher. Another 

strand presents it as the 'Washington Consensus'; the economic orthodoxy that guided 

the IMF and the World Bank in theil'" policies through 1980s and 1990s and turned it 
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into a global developmental policy. Tracing the evolution of neo-liberalism in detail, 

Adam Tickell and Jamie Peck (2003) highlight its three important phases: an early 

phase of proto neo-liberalism from 1940s to 1970s in which the main ideas took 

shape; a phase of roll-back neo-liberalism in the 1980s when it became government 

policy in the US and UK; and roll-out neo-liberalism in the 1990s which became 

hegemonic in multilateral institutions. This account focuses on economic ideas (for 

example, of Mont Pelerine society; Friedrich von Hayek and Milton Friedman) and 

the policies of Regan and Thatcher. However there is the need to identifY the basic 

trait of this dev~lopment perspective that shapes the real development policies of the 

Third World. 

The prefix 'neo' i!) justified in neo-liberalism in order to distinguish current 

liberal strategies from those which have dominated the agenda of international 

development institution since the decolonization phase. The World Bank was involved 

since the 1950s, in support of market forces, foreign investment and local 

entrepreneurial classes. Because of the weakness of the domestic bourgeoisie, state 

sponsored development schemes were treated nurseries. The state was expected to act 

as a trustee of budding capitalism. State . enterprises and parastatal undertakings 

proliferated not so much from a commitment to public ownership. as from the absence 

of alternatives. Partnership with the state gave national legitimacy and necessary 

political protection to foreign capital and international development agencies. 

The new strategy is therefore 'nee-liberal', not because it promotes capitalism, 

commercialization and market, which all liberal strategies do, but because of the 

redefinition of the role of the state in this process. It is nee-liberal not in an abstract 

orthodox sense, but in a specific and regional context. This redefinition has taken 

place, not just because of the failure of the previous strategy but because a shift in the 

balance of forces, undermining the bargaining power of post-colonial nationalism. 

Indeed, economic nationalism is the principal ideological rival of nee-liberalism .. 

(Beckman 1998: 46- 47). The ideal state for nee-liberalism is the minimalist state. The 

state, any state that 'interferes' in economic activity on anything other than a minimal 

basis, far from having the capacity to secure desirable economic transformation, 

simply creates and protects vested interests, spreads inefficiency and distortion, 
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prevents markets from working properly, generates rent seeking rather than productive 

activity, denies the transforming role of out-ward looking export-led growth, and so 

on. That is so by the very nature of the state (Byres 1998b: 45-46). 

The development experience of India since independence was based mainly on 

economic nationalism and therefore state led. The neo-liberal arguments cannot be 
' 

matched with such an experience. However, the development strategy adopted in 

India since 1991 has been mainly influenced by neo-liberal ideas. The policy of 

economic liberalization launched in 1991 often appears as a dramatic act that 

suddenly catapulted India in a paradigm shift from the state led nationalist 

development path, which had been sustained for some three and a half decades since 

1956, to a liberal marl~et oriented course that integrated India into the global 
. . , I 

economy. The reality, however, is that the nationalist state led development model 

was in trouble from the very beginning. Indeed, the history of that path is marked by a 

series of recunent crises, the resolution of which was attempted initially through 

oscillation between economic liberalization and economic radicalism and then 

. through progressive increases in economic liberalization (Nayar 200 I: 126). 

The theoretical assertions of neo-liberalism in India have grown out of the 

findings of Bhagwati and Desai (1970) and later work by Bhagwati and Srinivasan 

(1975). These works, however, offered narrow political analyses of contemporary 

development in India. As Toye argues, their treatment of the issue was both brief and 

naive. Their focus was on political influences inhibiting economic liberalization 

programmes. Rather the origin of the neo-liberal ideas in India was in the implications 

that were drawn out of their economic analysis of the consequences of bureaucratic 

controls (Toye 1993: 157). Jag dish Bhagwati sums up the genesis of the application of 

neo-Iiberal economic reforms in India, while he designated the I 991 reform as 'reform 

by storm': 

'Reform by storm' has supplanted the 'reform by stealth' of Mrs. Gandhi's time and the 'reform with 

reluctance' under Rajiv Gandhi (Bhagwati 1993:3). 

The initial impetus for the economic refonns came as a result of an acute 

balance of payments crisis in mid 1991, making it necessary to seek an IMF loan and 

accept certain terms of a stabilization and structural adjustment programme. 
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However, the Indian state was to an extent able to make a virtue out of necessity by removing the many 

barriers to the entry of firms in the industrial sector. An elaborate system of licensing the use of 

industrial capacity was virtually abolished, and many of the bureaucratic logjams in the path of 

economic development removed (Bose and Jalal \998: 229). 

The reformers concentrated on redressing the negative effects of over-

intervention by the state in certain sectors and removing the more stifling bureaucratic 

controls on industry. 

They moved tardily, if at all, to rectify state negligence of critical social sectors, notably health and 

education. Neither the economic free-marketeers' attack nor the cultural trag-mentalist onslaught on 

development has been sensitive to the potential role state and public action can play in these areas. 

Amartya Sen and Jean Dreze (2002) have therefore made a powerful case for taking 

the Indian development debate 'well beyond liberalization' to focus on 'expanding 

social opportunities'. The'liberalization debate in its present form is too nan·ow in at 

least three respects:(l)over concentration on the negative roles of government; (2) 

over preoccupation with narrowly 'economic' reforms; and (3) neglect of the role of 

cooperative action in economic and social reform (Dreze· and Sen 2002:63). But the 

failed institutions of state have yet to be refashioned (Bose ·and Jalal 1998: 229). 

However, the most remarkable aspect of the endeavour at Indian economic 

liberalization was that not only did India make a quick recovery, with minimal 

economic pain and political turmoil, but also that it took to a higher growth path. This 

performance is quite unlike the experience of many Third World countries undergoing 

economic liberalization. This performance is partly related precisely to the self reliant 

development base built over three and a half decades (Nayar 2001:261 ).Thus, it 

cannot be denied that the current phase of economic reform and the concomitant 

development strategies have been influenced by neo-liberal ideas. This has been the 

experience of many other Third World countries. Still the Indian experience with neo

liberalism has been, as mentioned, dit1erent 

Role of the State and the theory of development in India 

The role of the state in the development of any country is determined by the particular 

'development pattern' it adopts. A development pattern has been considered to have 

three dimensions: (1) the kind of industries accorded prominence; (2) the orientation 

of these industries to the world economy (whether they are oriented inward or 

outward); and (3) the economic agents chosen for development (Gereffi and Wyman 
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1990: 17). In the lndian development pattern, firstly, the emphasis was placed on 

.capital goods, metal making and heavy engineering industries, also referred to as 

heavy, basic or investment goods industries in Indian planning; secondly, these 

industries were inward oriented and were expected to make the Indian economy self 

sufficient as well as self reliant for future sustained growth: and. finally, they were to 

be both owned and managed by the state. While this development pattern was 

executed with full force only between 1956 and 1965, it can be considered to have 

lasted in its broader dimensions, at times in intensified form and at others in 

attenuated form, until 1985 and i1ideed until 1991 (Nayar 200 I :51). 

Ashok Mehta·(l970: 101) described India's development effm;t as the 'second 

revolution', the first being. the freedom movement. 

The nation would have lost its soul, if we had not accepted our responsibility. during the freedom 

movement. So also today let the nation shoulder its responsibilities for development (ibid. emphasis 

added). 

After independence it seemed evident in India that the need to free the 

economy from domination by metropolitan capital and provide for a measure of 

economic autonomy required the active intervention of the state m a planning 

framework 

So widespread was this perception among ruling elites as well as in mass consciousness, that it· 

achieved the status of national consensus. Thus, the group of industrialists representing large capital 

who were responsible for the 'Bombay Plan' of 1944 were insistent upon the need for a mixed 

economy in which the state W()uld take the responsibility for the provision of infrastru~ture as well as 

large and heavy industrial investment. The more radical approaches also emphasiz~d the crucial role of 

government, not only in redistribution and reduction of poverty, but in providingla ·pattern of growth 

which would provide for a diversified industrial economy catering to mass consurhption needs as well 

as mitigate the usual market failures (Ghosh 1998: 166). 

The development literature of 1950s and 1960s, ]1owever, ignored the 

possibilities of internal conflicts and competing claims for resources in the mechanics 
·, . 

of state action, and concentrated instead on the matter of rapidly increasing production 

a~d incomes. 'The macro-economic literature of the tift.ies, fon example, was 

completely 'technocratic' in its discussion of state involvement' (Ghosh l998: 171). 

Such an explanation does leave the picture incomplete, since many of the constraints 

which appear to be 'external' to the· state are actually related to the nature of the state 
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itself. 'This tends to ignore the point that it was the nature of the state itself and the 

other political, social and institutional realities which created a certain role for 

government in the first place, and meant that this role had very definite implications 

for growth and distribution quite separate fi·om its stated designs' (ibid: 172). Pointing 

to the empirical literature dealing with the Indian state Barbara Harris-White (2003: 

73) highlights three major contradictions in its developmental role. The first has been 

identified as a contradiction between planned development and an accommodative, 

formally democratic kind of politics that leads politicians to adopt populist measures 

favouring current consumption at the expense of investment and future consumption. 

The second is between democratic politics and the politics of not-quite-big-enough 

bourgeoisie proper, who I~.ave to co-opt other important classes. This means continual 

policy negotiations and compromises, and a ragged process of policy implementation, 

leading invariably to policy-dilution and the proliferation of benefits. Third is between 

planned development and the interests of private capital. This is complicated. The 

state provides the infrastructure that supports private capital, but also regulates private 

capital and even substitutes for it where capital will not or cannot go, or where it 

cannot be trusted. 

Indeed, the subsequent evolution of the economy as well as both the successes 

and failures of state intervention, have tempered the idealistic vision of the 

developmental state untainted by the dominance of class interests and above the fray 

of social antagonism (Ghosh I 998: I 72). 

The idea that the state can play significant role in development is located in the 

idea of the 'national economy'. This idea of the national economy has remained 

significant even to day. Prabhat Patnaik observes: 

Whether we talk of Keynesian demand management, or of socialist planning of democratic welfarism, 

or of Third World state intervention and planning, and the point of reference of all these different 

conceptions of interventionism is that the national economy constitutes the ·control area' of the state. 

Within which, subject to whatever political economy constraints it muy face, the state can act in order 

to achieve objectives more or less in conformity with its intention. True, the national economy is linked 

to the larger international economy, but his link it is supposed , can be adjusted through instruments 

such as trade policy, leaving the 'control area' amenable to control as before ( Patnail< 1998: 184). 

But the 'control area' ceases to be amenable to control by the state if it gets 

caught up in the vortex of international capital, especially of hot money flows. State 
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intervention can hardly achieve its objectives in a manner not anticipated by it, and 

since its expectations play a crucial role in this behaviour, exchange role policy (trade 

policy disappears with 'trade' liberalization) can not insulate the economy from 

speculation- engendered balance of payments cdses (ibid). 

Within this broader view of domestic and international perspective, the Indian 

state occupies a central place in analyzing development in India. This has been more 

significant with reference to current phase of liberalization and globalization in India. 

The state as the locus of nationalism confronts new challenges or face of acceleration 

of globalization. Intensified globalization is assumed to decree wider role for markets 

and greater openness of the economy, and thus a shrinking role for the state. 

Since the Indian state is located in representative democracy and is therefore 

intimately linked to Indian society, state-development interface in India involves the 

Indian society as well. Because no state is an economic island, the international 

system occupies an important place in this context. 

The immediate post-colonial literature on Indian development assumed a broad 

consensus in favour of industrialization, a mixed economy and certain obvious 

development goals for the state. The immediate intellectual basis for the economic 

strategy that led to the Indian development pattern had been the plan frame for the 

Second Five Year Plan (1956-61) and the underlying economic model, both having 

been put forward by the eminent economic planner P.C. Mahalanobis, and accordingly 

characterized as the Mahalanobis model (Nayar 2001: 52). 

Not only was the necessity for state intervention taken for granted (along the lines of development 

literature of that period throughout the world). but it was also assumed that the state was (unlike its 

colonial predecessor) inherently benevolent in its desire for the material betterment of the people, and 

essentially oriented to the development of the whole economy rather than favouring particular classes 

or groups .... The Nehru-Mahalanobis strategy that became the hallmark of the fifties and sixties 

assumed a 'developmental state', so much so that even in the ti·aming of the five-year plans themselves 

it was taken for granted that successful land reforms and other state-directed institutional changes 

relating to agriculture would increase output in that sector without additional expenditure by the 

government (Ghosh 1998: 171-172). 

The Mahalanobis model belongs to the general family of economic models 

encmnpassed under the rubric of what is known as the Harrod -Damar model. 

However, Mahalanobis had deveJ.oped the conceptual foundations of his model 
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independently without any awareness of the Han·od -Domar model. The Harrod

Damar model is focused on capital accumulation as the engine of economic growth; 

its aim was to determine for developed economies the rate of investment necessary to 

assume such increase in national income as to provide full employment. The 

Mahalanobis model went further, however; going beyond the aggregate requirements 

of investment, it specified the various sectors within the economy in which 

investment ought to take place and in what measure in order to make the structural 

leap from an agricultural underdeveloped economy. The model was none the less 

focused on the operational requirements specifically of the Indian case without any 

larger claim in. economic theory (Nayar 2001: 53-54). The Mahalanobis model was 

critical to the determination oflndia's development strategy, for it not only settled the 

contours of the Second Plan bi.1t more generally for the Indian approach to 

development over the long term. Mahalanobis did not hide his penchant for self 

sufficiency and independence from the world economy. He states: 

India's present dependence on imports of capital goods is a fundamental structural weakness which 

must be corrected as quickly as possible. It would be obviously more economical from national point of 

view to produce in India as much as heavy machinery as possible because this would ensure a supply of 

capital goods which would make India increasingly independent of imports and would strengthen 

India's position in the world market ( 1963: 69). 

Of the three components constituting India's development pattern, the 

Mahalanobis model definitely determined ( 1) the inward orientation of the economy 

and (2) the power thrust of the basic investment goods industries. In so far as the 

former was concerned, the closed nature of the economy was simply assumed. No 

balance of payments considerations entered into the calculations of the model. There 

was some reference to foreign trade but foreign trade as such did not figure either the 

architecture of the model or in its details. More imp011antly, one aim of the thrust for 

· investment goods industries was not just to assure long term development but also to 

cut down, indeed eliminate dependence on the outside world. It may be noted that the 

third component of the Indian development pattern, (3) state ownership and 

management of major industry, with the public sector seizing the 'commanding 

heights' of the economy, stood on a different footing as it did not necessarily stem 

from the Mahalanobis model. However, Mahalanobis (1963 :69-70) himself endorsed 
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that choice, and indeed advanced instrumental economic reasons for placing the 

heavy industries in the public sector. 

India was the first contemporary Third World country to employ planning 

theory and techniques and develop them actively in its attempted planning of 

economic development. Terence J. Byres ( 1998a: 14) argues that India's contribution 

in this field have been in advance of contributions made any where else. Ashok Rudra 

in this context observes: 

Planning models constitute an area in economic model making where India has the distinction of 

having made the contributions at per with work done any where in the World. The development of the 

subject in India has been almost entirely autonomous and independent of developments on parallel or 

similar lines which took place in other countries. This took place in response to demands arising out of 

the essential problems of the society which of course, precondition for the genuine and autonomous 

development of any branch of science (Rudra 1985: 758 quoted in Byres 1898a: 14). 

All these clearly indicate that the theory of development in India has been 

f;haped by its own political economy and specific historical contexts. The growth 

oriented modernization was adapted to a planned development model. While planning 

was presented in India as a soCialist rhetoric, the prevalent development project was 

capitalist in actual practice. Nationalism, political as well as economic, fostered during 

the freedom movement was translated in a self reliant idea of development. However, 

this idea evolved through a continuous interaction with pressures for adopting a model 

-of development that is based on the liberal open market policies. The initial adoption 

of liberal policies through the 1980s culminated in the 1990s. The acute balance of 

payments of 1991 combined with a congenial international political, economic and 

ideological milieu provided the necessary incentives. 

Conclusion 

The development experience in India provides an interesting case among the Third 

World countries possessing their respective ways of achieving development. India 

sought to shape a developmental state through an ambitious strategy of economic 

pl;mning wherein the state was assigned a central role. A certain amount of autonomy 

to economic decision making was facilitated by establishing the Planning 

Commission. The problem of development came to be perceived and was largely seen 

as a problem of correct policy formulation and design. The Nehru-Mahalanobis 
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strategy that became the hallmark of the 1950s and 1960s was dominated by the 

discussion of prioritization of investment allocations, trade and industrial strategies, 

etc. Indian development strategy was remarkable in its early use of Planning models, 

the sophisticated development of those which planning engendered, and the extensive 

utilization of such models with respect to formulation (Byres 1998a: 14). Thus, the 

development strategies followed by India cannot be strai~jacketing into a particular 

theoretical perspective. Aditya Mukha1jee and Mridula Mukhm:jee observe: 

... the Indian experience does not fit into the neat models put forward by a wide range of 'dependency 

theorists', nee-Marxist World system analysts or the current 'liberal' reincarnation of the post Second 

World War 'modernization theorists' (Mukharjee and Mukharjee 1990: 77). 

In a similar vein Lawrence A. Veit (1978: 5) points out: 

Intellectually, a model w,ould have been a far more satisfying way to describe the economic process in 

India, but, as well understood by Gunnar Myrdal, the macro dynamics of Indian society defy the 

simplifications necessary for meaningful model building. 

The inward oriented development strategy was part of a much larger 'grand 

strategy', the principal aim of which was to ensure the economic, political and foreign 

policy independence of India anp its acquisition of a m~jor power role in the world 

over the long run. The economic part of that grand strategy was designed to equip 

India with the necessary economic and milita1y capabilities (Nayar 2001 :261). Selig 

Harrison ( 1978 :326) observed 

The Indian development experience cannot be meaningfully judged in a narrowly economic context. 

For the implicit rationale underlying Indian policies has been a nationalist rationale, a readiness to bear 

inordinate costs, if necessary, to maximize the independent character of the industrialization achieved. 

The contemporary development thinking definitely influenced the logics of 

Indian planning and development strategy. At the same time contemporary 

development thinking was greatly influenced by the Indian, case (Chakravarty 1987). 

Bimal Jalan focuses on several aspects of India's development strategy: the emphasis 

on industrialization and the con·esponding neglect of agriculture, the inward 

orientation of the strategy and its relationship to export pessimism, and the activist 

role of the state as entrepreneur. His multifold explanation is that 'initial choice of the 

strategy was a response to the prevailing intellectual perceptions of the initial 

conditions and the role of the state in development. India's own political and social 
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history also supported the case for an inward looking strategy of industrialization with 

the state in command' (J alan 1991 : 13 ). 

The development strategy of the Second Plan was not the power of 

development theory. It was a theory of power that was given fullest expression by the 

contemporary leadership. With the Second Five Year Plan the Indian state launched 

in 1956 on a development strategy that was breath taking in its vision aiming at 

nothing shm1 of transforming India ultimately into an industrial country characterized 

by national self reliance. Not with understanding the later modifications, that strategy 

largely defined the economic course during the turbulent development history of the 

three and a half decades that followed its adoption (Nayar 200 I :71 ,86). The foreign 

policy of nonalignment 'Yas an assertion of Indian nationalism on world affairs. But 

its domestic strength was provided by the model of economic planning which was 

based on relatively self reliant state capitalism (Bhambhri 2000: 71 ). The national 

freedom struggle was itself source of inspiration for undertaking a development 

strategy under the pivotal role of the state. 

The experience with neo-liberal scheme of development has not been one of 

fast and blind imitation of others. It has been gradual, and with minimal economic 

pain and political turmoil. Such an experience is quite unlike other Third World 

countries. 

Of the major theories of development, the modernization theory with its growth 

· oriented economic core has remained influential in Indian development experience. It 

is argued that the influence of neo-Iiberal development ideas in India, manifestly 

since 1991, is the continuity of the modernization perspective. Indeed, neo-Iiberal 

development perspective is the reincarnation of modernization with changing position 

of the state in development. Uma Kothari and Mat1in Minogue are justified when they 

asse11: 

In response to the question of whether neoliberalism is simply a reformulation of modernization theory, 

then, we would have to answer 'yes', even though we recognize that they propound different roles for 

the state and the market and view the relationship between theni differently (Kothari and Minogue 

2002: 7). 

Whether the state led development project or development under neo-liberal . 

globalization, the basic nature of the Indian development project remains the same. It 
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IS essentially capitalist. Capitalist modernization perspective IS insulated in the 

capitalist neo-liberal perspective. Modernization continues through neo-liberalism in 

India with the continuity of capitalist development. 
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