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BLOCK 3 : MODELS OF DEVELOPMENT
Different theories of social change were discussed in the previous block. This
present block models of development provide wholesome ideas to understand the
different models of development. This block consists of four units. In the
introductory unit, Unit 1 briefly introduces all the indicators of social development.
Unit 2 speaks about the capitalist model of social development. Unit 3 explains
about the socialist model of social development. Lastly, the Gandhian model of
social development is described in Unit 4.
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1.1 INTRODUCTION
The development of a country is measured by its social development. The basic
facilities available to an individual; the health status of people of country; the
education level; the economic development are some of the indicators which give a
status to the country as a developed or developing country. In this unit, the concept
of social development is discussed in terms of social indicators and state
government’s role in health planning of the country. While reading this unit you may
collect data from your state on the various aspects specially on Human Development
Index. Let us start with the concept of social development. Here, in this section, we
discuss some important indicators of development, specifically the Human
Development Index (HDI), Physical Quality of Life Index (PQLI), Capability
Poverty Measure (CPM), Gender Related Development Index (GDI) and Human
Poverty Index (HPI) and the new indicator of Net Economic Welfare (NEW).

1.2 LEARNING OBJECTIVES
After studying this Unit, you would be able to:
• know about meaning of social development
• explain the various indicators of social development
• elaborate about the important indicators like Human Development Index
(HDI), Physical Quality of Life Index (PQLI), Capability Poverty Measure
(CPM), Gender Related Development Index (GDI) and Human Poverty Index
(HPI) and Net Economic Welfare (NEW)
• identify the uses of development indicators

1.3 MEANING OF SOCIAL DEVELOPMENT
What is social development? What is its relation to economic welfare? Why
indicators of economic welfare are not sufficient indicators of social development?
These and a few other questions come to our mind. Let us try to answer them.
Social development can more easily be defined as a process whereby society matures
and advances from one stage to another. As a society matures, standard of living of
its people, specially those at the bottom-end of the ladder, shows distinct sign of
improvement, reflected in increasing consumption of more and new products. The
weaker sections of the society, especially the women, gain empowerment, i.e., they
gain access to services and facilities that they have been hitherto denied: education,
health, safe drinking water, sanitation, sewerage, job opportunities etc.
In the process of maturity and advancement, availability of more goods and services,
i.e. increase in GDP, is an essential condition. Without an increase in availability of
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more goods and services, no society can lay claim to advancement. But an increase
in GDP may be only a necessary condition; it may not be sufficient condition. Social
development requires much more than that: trickle down of income to lower
segments, spread of literacy, health services, job opportunities, better environment
conditions etc.

1.4

INDICATORS OF SOCIAL DEVELOPMENT

The concept of Social Development encompasses a variety of major areas of concern
which account for the overall development of human society. The Social
Development Report – annually brings out the report on development changes and
challenges in various social sectors of the society, like- education, health, basic
amenities, gender equality, women’s rights, equality of different social groups, social
justice, implementation of significant social legislations, complex problem of
alleviating poverty, eradication of beggary, slums and child labour, rural and urban
development, problems and threat imposed by the development project on the poor
masses, and the list goes on. These are some of the important indicators of social
development in any society. Now, let us elaborate our discussion on some of the
major social issues.
In the context of Health For All by 2000 A.D., a level of health has to be achieved in
order to permit the people to lead a socially and economically productive life. With
regard to this, certain variables which are valid, objective, sensitive and specific are
necessary to be evolved as indicators of social development. These indicators could
be developed at the micro (individual) level as well as macro (community/national)
level. Development depends on both social and economic factors. Accordingly,
development indicators are distinguished into social (non-economic) indicators and
economic indicators. Now, everything that does not fall into the category of
economy is taken as social. Thus, social indicators belong to residual category - in
the sense that these indicators of development include health, nutrition, education,
housing, safe drinking water, sanitation, employment, etc. which the explain the
residual portion of development which the economic factors fail to explain. Of
course, these indicators have some economic dimension as well. These are the
factors mostly responsible for overall improvement in quality of life aspects that
include:
i) growth and transformation,
ii) employment,
iii) poverty and inequality,
iv) household and community assets,
v) health,
vi) education,
vii) social cohesion,
viii) safety and security?
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ix) international relations, and
x) good governance
Indicators of social development would include the following:

1.4.1 Social Indicators
United Nations Statistical Office has divided social indicators into 13 categories:
a) population
b) family formation
c) families and households
d) learning and educational services
e) income earning activities
f) distribution of income, consumption and accumulation
g) social security and welfare services
h) health services and nutrition
i) housing facilities and its environment
j) public order and safety
k) time use
l) leisure and culture
m) social stratification and mobility

1.4.2 Social development In the Indian context
In the Indian context social development implies:
a) eradication of poverty
b) improving productivity
c) provision of minimum needs
d) development of human resources
e) raising status of women
f) improving technical and managerial aspects
Special efforts have been initiated to provide a social safety net to the poor. These
efforts have been directed to break the complex nexus of low literacy, ill health and
high fertility. Let us have a brief look at the programmes directed towards social
development.

1.5

HUMAN DEVELOPMENT INDEX (HDI)

Human Development Index (HDI) was presented for the first time in the Human
Development Report published by the United Nations Development Programme
(UNDP) in 1990.
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1.5.1 Concept of HDI
The Human Development Index (HDI) is a statistical tool used to measure a
country’s overall achievement in its social, and economic dimensions. The social and
economic dimensions of a country are based on the health of people, their level of
educational attainment and their standard of living. In the year 1990 United Nations
Development Programme (UNDP) launched its first Human Development Index
(HDI). Pakistani economist Mahbub ul Haq, working with Nobel Laureate Amartya
Sen and others created HDI in 1990 which was further used to measure the country’s
development by the United Nations Development Program (UNDP). Calculation of
the index combines four major indicators: life expectancy for health, expected years
of schooling, mean of years of schooling for education and Gross National Income
per capita for standard of living.
The HDI attempts to capture as many aspects of human development as possible in
one simple, composite index and to produce a ranking at human development
achievements. The concept of human development is much deeper and richer than
what can be captured in any composite index or even by a detailed set of statistical
indicators. HDI attempts to simplify this complex reality. The HDI is a composite
index of achievements in basic human capabilities in three fundamental dimensions
– a long and healthy life, knowledge and decent standard of living.
Three variables have been chosen to represent these three dimensions:
(i) life expectancy;
(ii) educational attainment; and
(iii) income.

1.5.2 Significance of HDI
The HDI value for each country indicates how far the country has to go to attain
certain defined goals: an average life span of 85 years, access to education for all and
a decent standard of living. The HDI reduces all three basic indicators to a common
measuring rod by measuring achievements in each as the relative distance from the
desirable goal. The maximum and minimum values for each variable are reduced to a
scale between 0 and 1, with each country at some point on this scale.
The HDI shows the distance a country has to travel to reach the maximum possible
of 1 and also allows inter-country comparisons. The difference between the
maximum value of the HDI and the HDI value achieved by a country shows the
country’s shortfall in HDI. A challenge for every country is to find ways to reduce
this shortfall.
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1.5.3 Method and Construction of HDI
The HDI is based on three-indicators,
(i) longevity as measured by life expectancy at birth; to lead a long and
healthy life,
(ii) educational attainment, as measured by a combination of adult literacy
(two-third weight) and combined primary secondary and tertiary enrolment
ratios (one-third weight); and
(iii) access to resources needed for a decent standard of living.

1.5.4 HDI Rankings for Different Countries
Table 1.1: HDI Rankings for Different Countries
TOP TEN
1
Canada
2
France
3
Norway
4
USA
5
Iceland
6
Netherlands
7
Japan
8
Finland
9
New Zealand
10
Sudan
India: HDI: 0.446 Rank 138.

166
167
168
169
170
171
172
173
174
175

BOTTOM TEN
Mozambique
Guinea
Eritrea
Burundi
Ethiopia
Mali
Burkina Faso
Niger
Rwanda
Sierra Leone

Results
The rankings of countries by their HDI value leads to the following conclusions:
1) Of the 175 countries for which the HDI has been calculated for the Human
Development Report 1998, 64 are in the high human development category, 66
in the medium category and 45 in the low category. Thus, of the world’s 5.6
billion people, 1.3 billion (22%) are in the high human category; 2.6 billion
(45%) in the medium category and 1.8 billion (32%) in the low category.
2) The HDI ranking of different countries differs significantly from their ranking
by real GDP per capita. It means that the countries can have similar income but
different human development achievements – or similar HDIs but very different
incomes.
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1.5.5 Usefulness and Limitations of the Concept
Usefulness
i)

The HDI provides an alternative to GNP, for assessing a country’s standing
in basic human development or its progress in human development over
time. It does not displace economic measures but can serve as a simple
composite complement to other measures like GNP.

ii) The HDI has been used in many countries to rank districts or region as a
guide to identifying those most severely disadvantaged in terms of human
development. Several countries have used the HDI as a planning tool.
iii) The HDI has been used especially when a researcher wants a composite
measure of development. For such user, other indicators have sometimes
been added to the HDI.
Limitations
The HDI has also invited serious criticism; these point out the limitations of HDI as
an effective indicator of social development. Some of the questions raised can be
briefly reviewed as follows:
i)

Why only three indicators? Are these too many or too few?

ii) Are the variables (indicators) chosen to measure the development adequate?
And for each dimension, are the associated variables too many or too few?
iii) Are the measures subject to measurement errors, and, if so, do such errors
invalidate the results? A subsidiary question is how up to date are the data
used to construct the index?
iv) Is the choice of the minimum and the maximum justifiable, or is it
arbitrary? In any case, how robust is the measure to alternative maximum
and minimum values?
v) Why choose equal weights? How sensitive is the measure to other
weighting schemes?
It would be seen that most of the questions raised relate to the methodology of HDI.
The UNDP is continuously engaged in the task of refinement of this methodology.
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1.6 PHYSICAL QUALITY OF LIFE INDEX (PQLI)
The Physical Quality of Life Index has been formulated by Morris D. Morris. It was
published for the first time in 1979 as an alternative indicator of social development
and has generated much interest since then.

1.6.1 Concept and Construction of PQLI
PQLI is a composite index of three indicators, viz.,
(i) life expectancy at age one;
(ii) infant mortality; and
(iii) literacy.
For each indicator, the performance of individual countries is rated on a scale of 1 to
100, where 1 is represents the “worst” performance by any country and 100 the
“best” performance.
For life expectancy, the upper limit of 100 was assigned to 77 years (achieved by
Sweden in 1973) and the lower limit of 1 was assigned to 28 years (the life
expectancy of Guinea-Bissau in 1950). Within these limits, each country’s life
expectancy figure is ranked from 1 to 100.
Similarly, for infant mortality, the upper limit was set at 9 per 1,000 (achieved by
Sweden in 1973) and the lower limit at 229 per 1000 (Gabon 1950). Literacy rates
being measured as percentages of from 1 to 100, provide their own direct scale.
Once a country performance in life expectancy, infant mortality, and literacy has
been rated on the scale of 1 to 100, the composite index (PQLI) for the country is
calculated by averaging the three ratings, giving equal weight to each.

1.6.2 Results
Morris’s study brought to light the following facts:
1) More generally, but not always, countries with low per capita GNPs, tended to
have low PQLIs, and countries with high per capita GNPs, tend to have high
PQLIs.
2) The correlations between GNP and PQLI were not substantially close.
Some countries with high per capita GNPs had very low PQLIs even below the
average of the poorest countries. Conversely, some countries with very low per
capita GNP, had PQLIs, that were higher than the average for the upper-middle-
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income countries. Table 1.2 below provides a sample of developing countries ranked
both by per capita incomes and PQLIs in the early 1980s.
Table 1.2: A Comparison of Per Capita GNP and the PQLI for Selected
Developing Countries
Country
Gambia
Angola
Sudan
Pakistan
Saudi Arabia
India
Iraq
Qatar
Tanzania
Zimbabwe
Brazil
China
Sri Lanka
Singapore
Taiwan
Costa Rica

Per Capita GDP ($)
348
790
380
349
12720
253
3000
27,790
299
815
2,214
304
302
5,220
2,503
1,476

PQLI
20
21
34
40
40
42
48
56
58
63
72
75
82
86
87
89

The data seem to indicate that significant improvements in the basic quality of life
can be achieved before there is any great rise in per capita GNP, or conversely that a
higher level of per capita GNP is not a guarantee of a better quality of life.

1.6.3 Evaluation
PQLI appears to be free of the major problems associated with using GNP as a
measure of development.
i)

It aims directly at incorporating welfare considerations through measuring the
ends of development in terms of the quality of human life.

ii) PQLI also incorporates distributional considerations by using three indicators
that reflect distributional characteristics in the sense that countries cannot
achieve high national averages of life expectancy, infant mortality, and
literacy unless the majorities of their population are receiving the benefits of
progress in each of these areas.
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iii) There is general agreement that improvements in these areas are an important
part of development progress.
iv) Like GNP, the PQLI can be used to make inter-country comparison. It has the
major advantage of being a simple measure with data being easily available.
However, the PQLI has also invited criticism:
i)

It is limited a measure; It fails to incorporate many other social and
psychological characteristics suggested by the term “quality of life”—
security, justice, human rights and so on.

ii) A much more serious criticism is the lack of a rationale for giving equal
weight to each of the indicators used in forming the index and the possibility
that measures such as life expectancy and infant mortality are both reflecting
similar phenomena.
Nevertheless, despite the limitations, the PQLI appears to be a useful indicator of
development.
Check Your Progress Exercise 1.1
Note:
I. Write your answer in the space given below.
II. Compare your answer with the one given at the end of this Unit.
Q.1 What are the social indicators of development?
………………………………………………………………………………………
………………………………………………………………………………………
………………………………………………………………………………………
………………………………………………………………………………………
Q.2 Write down the three indicators of PQLI.
………………………………………………………………………………………
…………………………………………………………………………….…………
………………………………………………………………………………………
………………………………………………………………………………………

1.7 GENDER RELATED DEVELOPMENT INDEX (GDI)
The Gender – Related Development Index (GDI) has also been introduced by the
Human Development Report, published annually by the United Nations
Development Programme. It was published for the first time in the year 1995.
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1.7.1 Concept and Construction of GDI
The Gender – Related Development Index (GDI) measures achievements in the same
dimensions and variables as the HDI does, but takes account of inequality in
achievement between women and men. The greater the gender disparity in basic
human development, the lower a country’s GDI compared with its HDI. The GDI is
simply the HDI discounted, or adjusted downwards, for general inequality.
The GDI uses the same variables as the HDI. The difference is that the GDI adjusts
the average achievements of each country in life expectancy, educational attainment
and income in accordance with the disparity in achievement between women and
men.
The GDI adjusts the maximum and minimum values for life expectancy to account
for the fact that women tend to live longer, than men. For women the maximum
value is 87.5 years and the minimum value is 27.5 years ; for men the corresponding
values are 82.5 and 22.5 years. Similarly, before income is indexed, the average
adjusted real GDP per capita of each country is discounted on the basis of the
disparity in the female and male shares of earned income in proportion to the female
and male population shares.
The indices for life expectancy, educational attainment and income are added
together with equal weight to derive the final GDI value.
Table 1.3 GDI in Some Selected Countries
TOP TEN
1
Canada
2
Norway
3
Sweden
4
Iceland
5
USA
6
France
7
Finland
8
New Zealand
9
Australia
10
Denmark
India: GDI: 0.419 Rank :118

137
138
139
140
141
142
143
144
145
146

BOTTOM TEN
Chad
Gambia
Mozambique
Guinea
Burundi
Ethiopia
Mali
Burkina Faso
Niger
Sierra Leone

1.7.2 Results
Several conclusions can be drawn from the GDI rankings.
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First, no society treats its women as well as its men. This is evident from the
fact that the GDI value for every country is lower than its HDI value.



Second, gender inequality is strongly associated with human poverty. The
four countries ranking lowest in the GDI also rank lowest in the human
poverty index (HPI).



Third, gender inequality is not always associated with income poverty.



Fourth, gender equality can be achieved across a range of culture and
political ideologies.

1.8 CAPABILITY POVERTY MEASURE (CPM)
The UNDP in its Human Development Report 1996 introduced a new measure of
social development and called it the Capability Poverty Measure (CPM). The CPM
focuses on human capabilities. It considers the lack of three basic capabilities.
The first is the capability to be well-nourished and health— represented by the
proportion of children under five years of age who are underweight. The second is
the capability for healthy reproduction – proxied by the proportion of births
unattended by trained health personnel. The third is the capability to be educated and
knowledgeable – represented by female literacy.
The three measures are added together and divided by three to give a simple
arithmetic mean. The lower this mean, the less the capability poverty. In most of the
countries in South Asia, capability poverty is more widespread than income poverty,
for example, the HRD 1996 estimates 25.4 percent of the total population in India as
poor by the income poverty index, whereas by CPM this has been estimated at 61.5
percent. The lesson is simple: poverty cannot be eradicated merely by boosting
income. It will also take a broad expansion of basic human capabilities and the
productive use of these capabilities.

1.9 HUMAN POVERTY INDEX (HPI)
The UNDP further build upon the CPM and in its annual Human Development
Report 1997 formulated the Human Poverty Index (HPI).

1.9.1. Concepts and Components
The HPI measures deprivation in basic human development in the same dimensions
as the HDI – longevity, knowledge and a decent living standard. The first
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deprivation relates to survival – the vulnerability of death at a relatively early age –
and is represented in the HPI by the percentage of people expected to die before age
40.
The second dimension relates to knowledge—being excluded from the world of
reading and communication—and is measured by the percentage of adults who are
illiterate.
The third aspect relates to a decent standard of living, in particular, overall economic
provisioning. This is represented by a composite of three variables—the percentage
of people with access to health services and to safe water and the percentage of
malnourished children under five.
A composite HPI is computed by taking a simple average of the three measures
discussed above.

1.9.2 HPI-II
Introduced in the HRD 1998, the HPI II measures human poverty in industrial
countries. Because human deprivation varies with the social and economic
conditions of a community, this separate index has been devised for industrial
countries, drawing on the greater availability of data. It focuses on deprivation in the
same three dimensions as HPI-I and one additional one, social exclusion. The
variables are the percentage of people likely to die before the age of 60,the
percentage of people whose ability to read and write is far from adequate, proportion
of people with disposable income of less than 50% of the median and the proportion
of long-term unemployed (12 months or more).

1.10 NET ECONOMIC WELFARE (NEW)
Paul A. Samuelson and William D. Nordhaus formulated an alternative measure of
social development and called it Net Economic Welfare (NEW).

1.10.1 Concept of NEW
NEW is based upon GNP but makes two major changes:
1) GNP includes many components that make no obvious contribution to
individual well being. NEW excludes them.
2) Some key satisfaction producing consumption items are omitted from GNP.
NEW includes them.
Thus a few components are included in GNP and a few exclude, to compute NEW.
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Items to be Added to GNP: The Important items to be added to GNP are as
follows:
i)

Value of Leisure Time: If at a higher level of income, a person begins to put
lesser hours to work, and begins enjoy to more leisure, the value of the
Psychic satisfaction of leisure generated thereby need to be added to the
GNP.

ii) Do-it-yourself activities: The value of the satisfaction generated by the
performance of such activities need to be added to the GNP.
iii) The Underground Economy: Underground activities are of two kinds
(a) activities that are illegal (such as smuggling, extortion, etc.) and
(b) activities that are legal but unrecorded for tax purposes. Illegal activities,
by definition, are not included in national accounts. Legal activities,
since they are not reported and no records are maintained, also escape the
net of national output statisticians.
For the computation of NEW, the imputed values of such activities need be added to
GNP.
2) Items to be
i)

In the production of goods and services that add upto the national output, a
large amount of intermediate goods supplied by the government are
consumed up; these are not accounted for on the cost side. The value of such
intermediate goods need be subtracted from the GNP.

ii) Adjustments for congestion of urban life. These take away some pleasure and
happiness from urban living; These values need be deducted from the value
of the GNP to arrive at NEW.

1.10.2 Results
Economists have made calculations of NEW and NNP (which is considered the most
appropriate measure from the national income accounts) for a long period of time,
from 1930 to 1990. These comparisons bring out that NEW grows more slowly than
does NNP. This difference may be inevitable in a world that is becoming more
congested and relies ever more heavily on large scale power plants and sophisticated
organic chemicals.
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1.11 USES OF THESE INDICATORS
The uses of these social indicators are to:
a. provide yardstick whereby countries can compare their own progress with
those of others
b. illustrate the differences in health situation and socio-economic status within
the country
c. assist in planning by providing adequate and meaningful information
regarding socioeconomic, health and other developmental progress
d. reflect progress towards correcting the social inequalities
e. monitor overall socio-economic development of a country including health
programmes
f. assist in identification of socio-economic, health and developmental priorities
for planning appropriate strategies
g. used as markers of progress towards reaching the developmental goals of the
societies.

1.12 LET US SUM UP
We have discussed several concepts and issues related to development, social
development and indicators of social development in this unit. It is now important
for us to sum up what we have discussed so far. This will help us to get a better
understanding of the subject matter of this unit, and also help us to review our own
understanding of the subject matter. There have been numerous efforts both to
remedy its defects and to create other composite indicators that could serve as
complements or alternatives to this traditional measure. Some of these indicators
measure development in terms of the quality of life, whereas the others seek to
measure development in terms of interaction among social, economic and political
factors. We hope you got comprehensive picture of all the aspects, issues and indices
related to development.

1.13 CHECK YOUR PROGRESS: ANSWER KEYS
Ans to Q 1:

The important social indicators are
1. Human Development Index (HDI),
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2.
3.
4.
5.
Ans to Q 2:

Physical Quality of Life Index (PQLI),
Capability Poverty Measure (CPM),
Gender Related Development Index (GDI) and
Human Poverty Index (HPI).

Three indicators of PQLI are
(i) life expectancy at age one;
(ii) infant mortality; and
(iii) literacy.

1.14 REFERENCES
1. EPW Research Foundation (1994). “Social Indicators of Development”,
Economic and Political Weekly, May 21, pp 1300-1308.
2. Gore, M.S. (1988). “Social Development: The Asian Experience”, Bharatiya
Samajik Chintan (Special Issue), Vol. XI, No. (1-4), Mar-Dec.88, Indian
Academy of Social Sciences, Allahabad.
3. International Encyclopaedia of Social Sciences, Vol. 15, 1972.
4. Pandey, R., (1985). Sociology of Development: concepts, Theories and
Issues,
Mittal Publishers: New Delhi.
5. Paul A. Samuelson and William D. Nordhaus : Economics (Sixteenth
Edition).
6. Sharma, S.L., (ed) (1986). Development: Socio-cultural Dimensions. Rawat
Publication: Jaipur.
7. UNDP: (2005). Human Development Report (Annual), Oxford University
Press.
8. World Bank (1991). “World Development Report - Challenge of
Development” Oxford University Press, New York.

16

UNIT 2 : CAPITALIST MODEL OF DEVELOPMENT
STRUCTURE
2.1 Introduction
2.2 Learning Objectives
2.3 Perspectives to Understand Development
2.4 The Three Worlds of Development
2.5 Capitalist Model/Path to Development
2.5.1 Liberalism
2.5.2 The Welfare State
2.5.3 The Emergence of Neo-Liberalism
2.5.4 Main Arguments of the Capitalist Model
2.5.5 Criticisms against the Capitalist Model
2.6 The Capitalist Model of Development of the First World
2.7 Let Us Sum Up
2.8 References

2.1 INTRODUCTION
The concept of Social Development encompasses a variety of major areas of concern
which account for the overall development of human society. The early years of
development emphasized to a great extent on the need for some sort of planning with
active state intervention in economy. Development has been the prime concern of the
modern state, but it has been linked to the ideology and power structure of the state.
A state that believes in capitalist ideologies and is run by a democratic government
will have an agenda of development that is in tandem with laissez-faire and
democratic tendencies. Whereas, a state that is based on socialist principles and is
run by a communist government will pursue a kind of development programme that
is associated with Socialism or Communism. In other words, the differences in
ideologies and power structures of states across the globe have given rise to the
different models of development. It was firmly believed that by tracing the paths of
progress of the capitalist (developed) world, sooner or later the poor countries would
become rich, and the underdeveloped world would definitely be developed. Three
different yet powerful incidents in the world have given rise to the three basic
models of development: the First World or Capitalist Model, the Second World or
Socialist Model and the Third World Model. It was the industrial and political rise of
the West that brought forth the Capitalist model of development. The rise of Russia
and the communist states on the other hand led to the emergence of the Socialist
model. And finally, the process of decolonisation that resulted in the birth of several
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nation-states characterised by low productivity, industrial backwardness and poverty
gave rise to the Third World model of development.

2.2 LEARNING OBJECTIVES
After studying this Unit, you would be able to:
• understand that there are varied perspectives to understand development
• know how the three basic paths or models of development (Capitalist,
Socialist and Third World) emerged
• understand the capitalist path to development.

2.3 PERSPECTIVES TO UNDERSTAND DEVELOPMENT
The post-World War II period marked a profound transformation in world affairs,
which conditioned emergence of the concept of 'development', as we understand it
today. Three important characteristics of the period stand apart, which gave a shape
to the programme of development worldwide. First, by the end of World War II,
America has emerged as the undisputable leader of world affairs with its economic
opulence and military pre-eminence. Second, parallel to the privileged position of
United States, there were rising socialist regimes in Eastern Europe and successful
march of communists to power in China and Soviet Russia. Third, in the context of
cold war and the ideological struggle between capitalism and socialism, the old
colonial systems of exploitation and control were becoming untenable leading to
decolonization of erstwhile colonial nations of Asia, Africa and Latin America. This
geopolitical realignment of the world put in firm place three fold divisions of the
world: the first world, i.e. the free (capitalist) industrialized nations of Western
Europe and north America; the second world, i.e. the communist industrialized
nations; and the third world, i.e. non-industrialised nations of Asia, Africa and Latin
America.
It is in this geo-political representation of the world, that development emerged as a
'grand strategy for advancement of West -East (i.e. capitalist - socialist) rivalry and
lent legitimacy to the enterprise of modernization and development of the third
world' (Escobar, 1995: 34). The capitalist West had realized by early 1950s that if
poor countries were not rescued from their poverty and underdevelopment, they
would succumb to communism. Development was perceived as an effective
instrument, which would help in successfully establishing US hegemony over the
under-developed third world. Escobar mentions that besides the geo-politics of mid20th Century, two other factors were crucial that influenced the formation of the new
strategy of development: advancements in science and technology, and the increased
experience with public interventions with economy. The advancements in science
and technology, especially during the war years, gave legitimacy to the new
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discourse of development with its promise of modernizing the underdeveloped
world. American President Truman's democratic fair deal of early 1950s also
emphasized transfer of modern technology and capital from the economically
developed nations to the underdeveloped world. It was believed that application of
technology to the underdeveloped world 'would provide progress at a lower price'
(Escobar, 1995: 36).
The early years of development emphasized to a great extent on the need for some
sort of planning with active state intervention in economy. The experience of social
planning of the 'new deal' programme in America and the influence of Keynesian
economics strengthened the idea of development of the underdeveloped world with
active state intervention and external financial assistance.
The factors discussed above, in a broad sense, were most important in conditioning
and shaping the emergence of current discourse of development. A deeper insight
into the past of the developed world and its comparison with their then economic
opulence, not only emphasized possibility of transformation of the underdeveloped
world, but also its desirability and inevitability through the programme of
development. It was firmly believed that by tracing the paths of progress of the
capitalist (developed) world, sooner or later the poor countries would become rich,
and the underdeveloped world would definitely be developed

2.4 THE THREE WORLDS OF DEVELOPMENT
For a discussion of the contemporary sociological concerns about models or paths of
development, it would be useful to undertake a brief description of the “three worlds
of development” as it had existed prior to the break-up of the Soviet Union. This had
become an important part of the social scientists parlance since the middle of the
20th century. Earlier the world was divided into two i.e. it was a bipolar world with
the capitalist block of United States of America (USA), on the one side and the
socialist block of the Soviet Union, on the other. After the break-up of Soviet Union,
the ‘Cold War ‘ has ended and the world has become unipolar, with USA as the most
powerful nation of the world.
The First World consist of North America, Western and Southern Europe. The
countries were seen to be following mainly a capitalist model of development. The
Second World had consisted of Soviet Union and the East European group such as,
Poland, East Germany, Hungary etc. Many socio-political changes have occurred in
these countries now and they do not remain a communist bloc any more. They were
associated with the socialist model of development. The Third World was and to
certain extent still is generally used to refer to the less developed or developing
societies of Asia, Africa and Latin America. Most of these countries emerged out of
colonial rule to attain political independence only in the middle of the 20th century.
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The majority of the third world countries are characterised by low per capita income,
high rates of illiteracy and infant mortality. These were generally agriculture-based
economies where people had short life expectancies, low degree of social mobility
and strong attachment to tradition (Estes, R.J., p. 92). The countries, though subject
to influence by the erstwhile First and the Second World countries, have devised
their own national strategy and path of development. The First and the Second
World’s models of development had laid primary emphasis on economic growth.

2.5 THE CAPITALIST MODEL/PATH TO DEVELOPMENT
Before discussing the capitalist theory in detail, we will discuss about the concept of
capitalism in brief. Capitalism was the form of society which grew in its developed
form in Western Europe during the 19th Century. Capitalism is a society in which
the means of production or sources of wealth i.e.1 land, factories, mines, rawmaterials are owned by a few individuals known as capitalists.
The Capitalist path or model of development believes that progress is possible
through liberal economic and political policies. This model suggests that
(a) economic development should revolve around industrialisation and the
transfer of underemployed rural labour force to the industrial sector; and that
(b) the state should mobilise domestic and foreign saving to create an
investment pool, which could finance industrial development.
This model suggests that countries can develop only through the liberal processes of
politics, economics and socialisation. This is an alternative to the Marxist and neoMarxist strategies promoted by the Socialist model. Therefore, the First World
model is rooted in Liberal policies developed in the 19th century in the West, as a
product of European Enlightenment.

2.5.1 Liberalism
Liberalism is accepted as one of the most influential modern political ideologies. It
was developed in the 19th century in the west with the roots of the European
Enlightenment. Liberalism has its roots in the writings of the 17th century. English
political Philosopher John Locke, who emphasised on the priority of individual
rights to life, liberty and property, and the elimination of coercive intervention by the
state, which is taken as the prime violator of liberty. Liberalism has provided a
unique perspective of social, economic and political development. But over the past
two hundred years and so, there has been a struggle between the supporters of
economic liberalism and the defenders of social liberalism.
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Liberalism has provided a unique perspective of social, economic and political
development. It offers a distinctive vision of society. It explains about the freedom
and the free competition in the field of economic, entrepreneurship, and the role of
the state in the control of production and of free citizenship.
The philosophical base of Liberalism was shaped by the Social Contract Theory of
Hume, Bentham and Mill. The Social Contract Theory advocates the idea of an
individual freely developing himself or herself through self-interest, rationality and
free choice with minimum state control. As a political ideology, liberalism opposes
any kind of absolutism be it monarchy, feudalism, militarism or communism. It
stands for a socio-political atmosphere where authoritarian tendencies are resisted
and the Fundamental Rights of individuals and groups are promoted.
Thus, ideologically, liberalism stands for the following aspects:
(1) freedom,
(2) free competition in economic enterprise,
(3) minimum state control,
(4) promotion of free citizenship,
(5) resistance towards authoritarian tendencies, and
(6) promotion and protection of the Fundamental Rights of individuals and
groups. For example: right to private property, right to freedom of religion,
right to freedom of speech, right to freedom of association, etc.
Liberalism greatly influenced the doctrine of laissez-faire in the economic field,
which supports free promotion of economic enterprise; and the socio-political
doctrines of liberty and democracy. However, liberals are divided into two camps.
One camp emphasises more on economic freedom as well as greater state
intervention in the moral life of the society. The other camp stands for minimum
state control in all walks of life. The second theoretical position is often called
‘libertarianism’, which has its roots in the 17th century writings of the English
political philosopher John Locke. Libertarianism ideals argue that absence of state
control on the economic and political lives of people will only result in full
employment, thus improving the moral life of the society.

2.5.2 The Welfare State
The concept of the ‘welfare state’ was put forward by Keynes as a critique to the
liberal idea that an unregulated economy would ensure social equilibrium. Keynes
(1936) argued that state intervention is necessary for the stability of the country’s
economy and society. For example: The great depression of the 1930s crippled the
capitalist world. It instigated attempts in conceiving and using state powers to avoid
such contingencies in the future.
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2.5.3 Emergence of Neo-Liberalism
There was a resurgence of classical liberal ideas in the post second world war period.
A strong advocate of these ideas was Hayek, who argued that centralised economic
planning threatens liberty, thereby creating conditions for serfdom. He also stated
that collectivism threatens individual freedom. In the 1980s especially, liberal ideas
reappeared in the form of liberalisation or globalisation of production, distribution
and consumption. And there was a wide recognition for slackening the role of the
state in order to facilitate free movement of technology and capital all over the globe.

2.5.4 Main Arguments of the Capitalist Model
The chief arguments of the Capitalist path of development can be identified as
follows:
(1) It is rooted in liberalism and the laissez-faire model, which support free
economic enterprises.
(2) Supports minimum state intervention.
(3) Supports the ownership of private property and means of production.
(4) This path, however, also suggests that sustained growth and industrialisation
should take place with massive state investment at the initial take-off stage.

2.5.5 Criticisms Against the Capitalist Model
The important criticisms against the Capitalist Path of development are as follows:
(1) According to Gramsci, in the past two centuries, in the name of capitalist
development agenda and liberalism, western states have exercised
‘hegemony’ over the rest of the world. ‘Hegemony’ means leadership,
authority or dominance established by one country/group over another to
establish itself or its own ideology.
(2) The Capitalist model assumes a Modernization approach towards
development, which believes that the only way the ‘undeveloped’ or
‘underdeveloped’ countries can progress is by following the western
capitalist model of liberal policies and industrialisation.
(3) Social scientists argue that since the 1990s, with the decline of the
manufacturing sector and growth of the service and knowledge-based sectors,
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a development model based on neo-liberalism will pose new challenges visà-vis security of nation-states.
(4) A major critic of the Capitalist model is the Socialist model which argues that
development is possible only through centralisation.

2.6 THE CAPITALIST MODEL OF DEVELOPMENT OF THE
FIRST WORLD
The main characteristics of the capitalist model of development are:
a) provision for private ownership of property and means of production,
b) promotion of economic activities through private enterprises, and
c) minimum possible state regulation and control on private enterprises. Thus
the capitalist model is characterised by a free economy regulated by
competition.

2.7 LET US SUM UP
Having originated in the geopolitical atmosphere of decolonisation and cold war,
development in the early 1950s was conceptualised as economic growth. The
difference in ideologies and power structures of States across the globe has given
rise to different models of development. A State that believes in capitalist ideologies
and is run by a democratic government will have an agenda of development that is in
tandem with laissez-faire and democratic tendencies. The industrial and political rise
of the West gave rise to the Capitalist path or the First World model of development.
The Capitalist path of development believes that progress is possible through liberal
economic and political policies. The capitalist model of development is characterized
by provision of private ownership of property and means of production, minimum
state control on economic enterprises, and a free economy regulated by competition.

2.8 REFERENCES
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3.1 INTRODUCTION
Development is a well contested term in social sciences. The term means different
things to academicians and social scientists. The different perspectives have defined
development in various ways and given various meanings. For liberalist scholars, the
understanding of development means improving the troika of economic, social and
political conditions in a society. The socialist perspective blames the developed
countries for the underdevelopment of countries in the third world. The cold war
between two great ideologies and two great forms of economic transformation –
capitalism and socialism- undoubtedly played an important role in conforming the
strategy of development in the third world. The fear of communist expansion and the
night-mare of losing access to raw-material and booming markets of the nonindustrial third world became one of the most compelling arguments extending
financial assistance and technology under the banner of the mega project of
‘development’. From this unit we will come to know the concept of development
from the social perspectives.

3.2 LEARNING OBJECTIVES
After studying this Unit, you would be able to:
• understand concept of socialism and the origins of socialist thought
• describe the importance of social perspective on development
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• know the socialist model of development of the second world
• evaluate the differences between the capitalist and socialist model of
development

3.3 CONCEPT OF SOCIALISM AND THE ORIGINS OF
SOCIALIST THOUGHT
Socialism is a social system which comes into being as a result of the socialistproletarian revolution. It is a form of society which resulted from the overthrow of
the capitalist system. No society can be socialist before having gone through the
stage of capitalism. It is capitalism which creates the conditions for the growth of
socialist movements and ideology, and eventually for the building of a socialist
society.
Socialism is an economic and political system based on collective or state ownership
of the means of production and distribution. Socialism as a doctrine, or some would
say a utopia is generally agreed to have been spawned as a reaction to capitalism.
Max Weber, saw in socialism an accentuation of the process of rationalization
commenced under capitalism. Early socialism did not grow into any clear-cut
doctrine, but a set of values and beliefs held together by the view that private
ownership of production should be replaced. But there was unanimity about
“replaced by what.” There were common currents of thinking that some or other
form of common ownership of productive property should be the basis of social
organisation of society.
It is not known who first used the words ‘Socialism’ and ‘Socialist’. Around 1800, in
both England and France there began to appear books, pamphlets and speeches
against capitalism. It is generally believed that the word 'Socialism' was first seen in
print in 1832, in a French periodical called Le Globe.
Early socialist grew as a popular movement with a festive play of ideas. The earliest
of the voices were those of Robert Owen (1771-1858), Saint - Simon (I760-1825),
Charles Fourier (1772-1837) and Proudhon (1809-65) and many lesser figures. But it
was only with Karl Marx (1818-1883) that a general theory of socialism emerged
which could rival those of Adam Smith or Ricardo about capitalism. The ideas and
prescriptions of these men were very different, but there was a general accent, which
was common. An emphasis on social as against individual, cooperation as against
selfishness or egoism, cooperative activity as against competition; they all agreed
private ownership and market competition is bad for common good and that inspite
of large increases in production, there has been no social progress. Social progress as
society-wide happiness can come about only with the removal of the criteria of profit
and its replacement by a system of rewards based on moral adequacy of claims.
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The real pioneer Socialists were Charles Fourier and St. Simon in France, and Robert
Owen in England, and around each of them there developed big movements. Their
books came to be widely read throughout Europe, and in the United States. Together
they made a great contribution to the advance of social, political and economic
thought of their age. They made a scathing criticism of capitalist society. They
showed in their writings how it was an unjust and an unequal society, and also, how,
its main consequence was a denial of good life for the vast majority of people - even
though, as they pointed out, capitalism had created tremendous possibilities for
increased production.
The context which gave birth to socialist ideas, was capitalism, with all its
consequences for the vast majority of the people. Since capitalism first developed in
Western Europe, its opposition in the form of socialist theory also first developed in
Europe. The first revolution based on socialist ideals and socialist transformation of
society was the Russian Revolution of 1917.
Man can think about a problem only when a problem exists. The problem of a
capitalist society could be thought about by man only when the consequences of
capitalism were felt and seen. Therefore, socialist thought arose only with the
development of capitalism, when it became necessary to think about how to improve
the conditions of life of the working people in factories. Only under capitalism and
growth of factories when production increased so much did it become realistic to
think of providing for everyone's needs - material and other needs such as leisure,
health and education for all. Therefore, ideas for betterment of mankind existed
almost as long as man himself has existed, but the ideas of socialism could emerge
only in the 19th century with the growth of factory industry:
It was the Enlightenment thinkers of the 18th century who extended the idea of
freedom to all. But their idea of freedom was limited. The socialists developed these
ideas of freedom and extended them to a broader vision of freedom. In fact we
cannot think of socialist ideas without thinking of the intellectual heritage of the
Enlightenment thinkers of the 18th century. Just as socialism could not be possible
without factory industry, which creates the conditions for socialism, socialist ideas
could not be possible without the contribution of the Enlightenment thinkers.
Everything in history develops through continuity and conflict, which sharpens the
struggle to a higher stage. Socialist thought was thus not only a product of
capitalism, but also a product of the intellectual heritage of the 18th century
Enlightenment.
Socialist thought is that body of ideas which analyses society scientifically and
which wants not only to understand the world, but also to change it for the better. It
looks at mankind's historical experience not from the point of view of the interests of
kings and rulers and those privileged, but from the point of view of the down
trodden. It emphasises the role of the working people in building human civilization
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and in transforming society through its various stages. It aims at drawing the blueprint of a society which is equal, human, and just, and seeks to organise the working
people for creating such a society. For this purpose, it makes a critique of the
capitalist society, and shows how it is an unequal and unjust society. A Socialist
thought also calls for an end to the capitalist system for this reason, and helps in the
creation of working people’s organisation and struggles.
Socialist society destroys private ownership of means of production and in its place
creates public ownership of means of production. This means that all resources out
of which wealth can be created - land, factories, mines, banks - no longer remain the
property of one person or group of persons. They become the property of the whole
people. This also means that nobody can enrich himself from these resources just by
owning them, and making others work on them. The workers who work them are the
owners of these resources, and they derive from them the wealth created by their
own labour, because, they now themselves own these resources.
Socialist society also establishes a state of the working people, in the interests of the
working people. It ensures that everyone works according to his ability and everyone
gets according to his work. Socialist democracy ensures certain social rights to all
people – the right to employment, rest and leisure, health protection, security in old
age, housing, free and equal education, apart from the right to participate in
administering the state and public affairs.

3.4 THE SOCIALIST MODEL
The Marxist Socialist model rejects the capitalist-liberal model of development. The
communist states like the USSR (1917-1990), Poland, Czechoslovakia, Hungary,
Romania, Bulgaria, East Germany, Vietnam, North Korea and Cuba used a
centralised command economic system as the means for development.
The socialist model was contradictory to the capitalist model of development as it
propagated the abolition of ownership of private property and means of production,
emphasised state ownership of means of production, state-owned public enterprise,
and a state regulated economy and centralised planning by the state for economic
growth. While both the capitalist and the socialist models laid primary emphasis on
economic growth, the socialist model also emphasised on the equal distribution of
the fruits of growth among all sections of the population.
The socialist model also advocates industrial development and growth. But it is
based on State ownership of means of production, and non-existence of private
capital. The economy is regulated and resources are allocated between different
sectors of economy on the basis of a centralised planning. It also differs from the
capitalist model in emphasising more on the distribution of resources than on
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economic growth. It also stresses on social sectors like health, education and
employment for overall development of people. The socialist model of development
had been adopted by the countries in the former communist block, also referred to as
the second world. Most notable among them were the former USSR and East
European countries, Cuba, China and Vietnam among others. After the disintegration
of the USSR, and adoption of market socialism by China, there has come a change in
this model to adopt strategies for higher economic growth.

Karl Marx

3.5 THE SOCIALIST MODEL/PATH TO DEVELOPMENT
For the social perspective, development is a process of social change, not merely a
set of policies and programs instituted for some specific results. Socialism for
development is a concept to explain qualitative changes in the structure and
framework of society. It emphasizes the view that inequality impairs growth and
development, including poverty eradication efforts and that equality itself is
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instrumental for economic growth and development. It reminds world leaders that, in
addressing inequalities, policy matters.
The Socialist model of development is a general model in which several socialist
thinkers advocate several different views about development goals and means. Some
socialists accept democratic means for securing socialist goals of development. The
idea of a society that would allow for the full development of human potential has
always been the goal of socialists.
The socialist path of development adopted by the Second World, was seen to be
opposite or dichotomous to the capitalist path of development. The former, contrary
to the latter, is characterised by state ownership of property and means of production,
public enterprises and complete state regulation of economic activities. Thus, the
socialist model refers to a regulated economy.
The Socialist or the Second World model is in contradiction with the Capitalist
model. Ideologically, this model is based on Marxism and neo-Marxism. It believes
that development is possible only through (a) state regulation and (b) state ownership
of the means of production and property. Therefore, in a way, it is against the
modernisation theory which argues that ‘undeveloped’ and ‘underdeveloped’ nations
can progress only through capitalist liberal policies. On the contrary, the socialist
model argues that the very root of ‘underdevelopment’ or ‘undevelopment’ is the
capitalist system.

3.5.1 The Marxian Idea of Development
Karl Marx (1818-1883) was the most influential socialist thinker on development in
the 19th and 20th centuries. Of late, against the backdrop of the collapse of the
socialist economy, Marxian thought has been a subject of critical review. Around
half of the world population followed his suggested path of restructuring the social
and political organisation and economic development. His contribution to the theory
of development is simply unparalleled and path-breaking. After his death on 14th
March 1883, his life time collaborator and close friend, Friedrich Engels, wrote in
his obituary:
Just as Darwin discovered the law of development or organic nature,
so Marx discovered the law of development of human history: the
simple fact, hitherto concealed by an overgrowth of ideology, that
mankind must first of all eat, drink, have shelter and clothing,
before it can pursue politics, science, art, religion, etc.; that,
therefore the production of the immediate material means, and
consequently the degree of economic development attained by a
given people or during a given epoch, form the foundation
upon which the state institutions, the legal conceptions, art, and
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even the ideas on religion, of the people concerned have been
evolved, and in the light of which they must, therefore,
be explained, instead of vice versa, as had hitherto been the case.
Marx had argued that capitalism favours the capitalist while pushing the worker,
who sells his labour in exchange of wage, towards pauperization. The capitalist
extracts profit or ‘surplus value’ from the worker, thereby becoming richer whereas
the worker becomes poorer. As Marx stated, ‘surplus value’ is equal to making the
workers work for more than the ‘necessary time’ required to produce a commodity
and not pay them for it. This is how the capitalist collects profit. Marx located this
system of exploitation in the fetishisation of money.
Prior to capitalism, commodity (C) was exchanged for more commodity (C’) through
a medium of exchange like money (M). The purpose was to get more commodity,
not money. The equation of exchange was like this:
C -> M -> C’
But in capitalism, money (M) is exchanged for a commodity (C) to get more money
(M’). The purpose here is to get more money, not commodity. The equation of
exchange looks like this:
M -> C -> M’
Here, money is exchanged for a commodity (which is ‘labour’ in a capitalist system)
for more money. Thus, both fetishisation of money and commodification of labour
takes place in Capitalism.
Marx suggested that the exploitation inherent in a capitalist system will come to an
end with a revolution by the proletariat (working class). This revolution, he believed,
will usher in an age of Socialism or Communism where the following principles will
be observed:
(1)
(2)
(3)
(4)
(5)
(6)

abolition of private property,
abolition of all rights to inheritance,
centralisation of credit in the hands of the state,
factories and instruments of production to be owned by the state,
equal wages to all, and
existence of a classless society.

3.5.2 Emergence of Neo-Marxism
The neo-Marxist approach within the Socialist model emerged in the form of worldsystem analysis as envisaged by Wallerstein in the 1930s. The approach developed
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through an analysis of capitalism and modes of production, as it evolved in Europe
in the 1500s. It argued that capitalism developed into a dominant world system by
breaking the earlier economic and political systems.
Wallerstein argues that in the modern world there are diverse political systems but a
common inter-locking economic organisation, which has built a world system of
economic processes and organisations. Therefore, the internal economic processes of
any society are influenced and shaped by the society’s location in the world system.
The central argument of his theory is that capitalism is organised globally rather than
nationally; and that the modern world is rooted in an international politico-economic
order where the dominant ‘core’ regions (the capitalist, ‘developed’ countries)
develop advanced industrial systems by exploiting the raw materials of the
‘periphery’ (the ‘less developing’ countries). Thus, Wallerstein tried to argue that
capitalism as a world system is exploitative and that the ‘less developed’ countries
can progress only by detaching themselves from this world system.

3.5.3 Main Arguments of the Socialist Model
The main points forwarded by the Socialist model as a development agenda could be
identified as follows:
(1) abolition of private ownership of the means of production, i.e., abolition of
private property,
(2) state ownership of the means of production,
(3) state-owned public enterprises,
(4) state regulation of the market and the economy, and
(5) centralised planning by the state for economic growth.

3.5.4 Criticisms against the Socialist Model
However, in 1980s the Socialist/Marxist model of development was found to be
weak and unproductive. Around 1985-1991 the economies and polities of all the
socialist states began collapsing. They found it essential to adopt political and
economic liberalization of their societies, polities and economies. The Socialist
model of development suffered a big decline in its popularity and liberal-democraticcapitalist model got a new universal acceptance and popularity.
The socialist perspective of development has been widely criticised for being utopian
and not pragmatic in terms of its applicability. The ideals of equal distribution of
resources amongst all, as advocated by the socialist perspective, has also been
criticised for being unrealistic and unjust. It is to be noted here that the fall of the
USSR further strengthened the scepticisms towards the socialist perspective of
development. In USSR, the socialist model of development not only failed to deliver
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the desired result of establishing an egalitarian society, on the contrary there could be
seen a rise in the several unhealthy socio-economic indicators like poverty,
unemployment, etc.
The main criticisms against the Socialist school of development are:
(1) Neo-liberals like Hayek, Friedman and Nozick argue that centralised
economic planning threatens liberty and creates conditions for serfdom.
(2) In the post second World War period and in the wake of globalisation, there
has been increasing demands for slackening the role of the state in order to
facilitate globalisation of production, world trade and commerce.
(3) The failure of the socialist republic, USSR, made critics remark that the
Socialist model might not be the right model for development after all.

3.6

CRITICAL ANALYSIS OF THE MODELS
DEVELOPMENT (CAPITALIST AND SOCIALIST)

OF

In this section we will analyse the differences between the capitalist and socialist
models of development. The two models had also differed in their conception of
development. Whereas the capitalist model lays greater stress on economic growth,
than on equal distribution of the fruits of economic growth. The socialist model laid
equal stress on both resource generation and equal distribution of income, and tried
to change the social system in such a way that greater social justice could be ensured.
In reality, socialist model did not give much space to individual initiative and
consumeristic desires.
The main allegation against the capitalist model is that, since it permits minimum
state regulation, its economic system becomes exploitative in the sense that the
working class people (proletariat) do not get their due share. The capitalists enjoy a
major share of the nation’s resources. Hence it contributes to inequalities so that a
few are very rich and the majority is very poor.
The capitalist model is, therefore, alleged to be exploitative and non-egalitarian. On
the contrary, the socialist model was ideally considered as non-exploitative and
egalitarian. Private ownership and the lack of state regulation, were considered to be
important measures of exploitation of the weaker sections and hence the causes of
income inequalities. Since, the socialist state did not allow private ownership of
property, there was a strong belief that there was no room for exploitation and
inequality in it. However, historical events proved this belief to be incorrect as the
Soviet Union could not survive for long. The period of “Glasnost” and “perestroika”
led by Gorbachev, the erstwhile Russian Prime Minister during the 1980’s,
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dismantled the communist political and economic structure. The Soviet Union brokeup into several small countries and the socialist ideology gave way to capitalist
tendencies. However, China still follows a socialistic socio-political order.
The foregoing discussion implies another difference between these models. The
capitalist model does not see any major conflict in the interests of the two classes
workers and capitalists. In its eyes both the classes are complementary to each other,
they; are functionally interdependent. The rules of society, particularly about
ownership of property and distribution of income, are supposed to be based on
consensus.
Hence according to this model, there is no need to change the economic structure.
On the contrary, the socialist model saw inherent conflict in the interests of the
workers and the capitalists. According to it, rules are not based on consensus but are
imposed on the weaker section by the stronger one. This leads to the exploitation of
the weak by the strong, which is likely to result in conflicts, and in revolution by the
exploited people who want radical change in the system itself. Thus, the capitalist
model is sometimes designated as functionalist or consensual, and the socialist as a
conflict, radical or revolutionary model. In practice, as observed by some
researchers, these two models have entered a process of convergence. For instance
now, there is an increased state regulation on private economic enterprises in the
USA. There has been a relaxation in grants to private enterprises in Russia. One
could see income inequalities, and a tendency to resist alterations in political and
economic systems in both the Worlds.
Thus capitalism created the means of its own destruction. In short, they said that
before or without capitalism there cannot be socialism. Capitalism with its big
factories makes possible increased production, so that, there is enough to be
distributed to each according to his work. Capitalism with its factory system also
creates the working class which can overthrow it.

3.7 LET US SUM UP
Development has been the prime concern of the modern state, but it has been linked
to the ideology and power structure of the State. A State that is based on socialist
principles and is run by a communist government will pursue a kind of development
programme that is associated with Socialism or Communism. The rise of Russia and
other communist states led to the Socialist or the Second World model. The Socialist
or the Second World Path is in contradiction with the Capitalist path. Ideologically,
this path is based on Marxism and neo-Marxism. A socialist perspective is an
economic and political system based on collective or state ownership of the means of
production and distribution. For the social perspective development is a process of
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social change, not merely a set of policies and programs instituted for some specific
results.
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4.1 INTRODUCTION
In the previous three units we discussed the most advocated theories of development.
In this unit you will study the Gandhian theory of development. Although, Mahatma
Gandhi was not a development economist, yet his theory is important to
development. The Gandhian theory of development is based on the ideologies of
Mahatma Gandhi, who is regarded in India as the Father of the Nation. At the outset,
Gandhian economics rejects the precepts and assumptions of mainstream economics.
It represents an alternative to mainstream economic theories as a way to promote
economic progress without emphasizing material pursuits, or compromising human
development.

4.2 LEARNING OBJECTIVES
After studying this Unit, you would be able to:
• analyse the main features of Gandhian development theory
• understand the analysis of Gandhian path to development
• explain the rural development model based on Gandhism
• describe the criticisms of Gandhian theory.
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4.3 GANDHIAN ECONOMIC IDEAS AND DEVELOPMENT
THEORY
Mahatma Gandhi (1869-1948) who was a great freedom fighter and is a celebrated
the father of the nation’ had certain positive economic ideas based on non-violence
and truth, which have considerably moulded economic thinking and economic
policies in India. Gandhian economic thought, which presents a counter theory to the
modern economics of the West, aims at revitalizing an under-developed economy
that might develop into a full-fledged, stabilised economic system.
Gandhi’s economic philosophy was greatly influenced by Ruskin’s “Unto This
Last”. From this book: he learnt: (a) that the good of the individual is contained in
the good of all; (b) that a lawyer’s work has the same value as the barber’s, in as
much as all have the same right to earn from their work; and, (c) that a life of labour,
i.e., the life of the tiller of the soil and the handicraftsman is the life worth living.
Besides, the Indian scriptures (the Bhagavad Gita, and the Upanishads) and Indian
saints such as Kabir, Mira, and Guru Nanak, also left a deep impression on Gandhi.
All the economic ideas of Mahatma Gandhi did not develop at one time. They
developed in three distinct phases, viz. i) up to 1919, ii) between 1919 and 1934, and
iii) between 1934 and 1948. In the first phase, he rejected Western civilization,
method of production, use of machine, etc., and developed altogether an antimaterialistic approach to different problems, which is evident from his book Hind
Swaraj (1909). It was, in a sense, a negative phase. The second phase witnessed the
evolution of his economic ideas based on the Swadeshi Movement, the development
of a positive counter-theory to Western civilisation. The third phase was a practical
one in which he evolved the ideal of Sarvodaya; and prepared a concrete programme
for the regeneration of village economy, revitalization of village industries and
decentralization of productive organization.
Gandhi's ideas on economics are embedded in his philosophy of life. Gandhian
economics differs from mainstream economics in the following manner:
1) It replaces the assumption of the perfect mobility of labour with the
assumption that community and family stability should have priority.
2) It rejects the more-is-always-better principle. It replaces the axiom of nonsatiation with a principle of limits, the recognition that there is such a thing as
‘enough’ material wealth.
3) It recognises that consuming more than ‘enough’ creates more problems than
it solves, and causes consumer satisfaction or utility to decline, rather than
increase.
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4) It aims at a better quality of life, rather than higher standards of living as
propagated by other economists.

4.4

SALIENT FEATURES
DEVELOPMENT

OF

GANDHIAN

MODEL

OF

The Gandhian perspective of development, for analytical purposes, needs to be
located in the general theoretical framework of humanist and moralist social
philosophy which Gandhiji not only spoke about but also practised. The two central
distinguishing features of Gandhian perspective on development can be stated as
i) Self-development over material prosperity and
ii) Development of villages in a holistic fashion that would include
strengthening of rural industries.
Gandhian model of development is based upon the following salient features:

4.4.1 Philosophy of Economic Concepts Related to Development
Gandhi developed the following economic ideas and concepts which are consistent
with his economic philosophy.
Capital: According to Gandhi, capital is the source of all wealth. It is required for
producing commodities and paying wages to the workers. Capital is of two types:
money capital and labour capital. A labourer's skill is his capital. Both money capital
and labour capital are necessary for production. Gandhi observed, ‘Just as the
capitalist cannot make his capital fructify without the cooperation of labour,
similarly the working man cannot make his labour fructify without the cooperation
of capital.' For better industrial relations, both capital and labour need to be
organized. It is easy to organize capital but not labour. This weakens the workers’
bargaining position and increases the possibility of exploitation of labour. An
entrepreneur’s power to exploit labour depends upon the extent of concentration of
capital in the hands of capitalists. Gandhi suggested two methods to reduce the evil
effects of the concentration of capital. According to him, The ownership of capital
should be decentralized; and If the concentration of capital is considered essential,
the state should have the full control over the use of capital.
Labour: The exploitation of labour is an evil of the capitalist system. It causes
unrest among the workers, and, if it persists for a long time, it provokes them to
revolt against the system. According to Gandhi, the exploitation of labour is
measured as a difference between what the worker gets, and what he deserves.
Whenever a worker is paid less than the basic wage rate, or the minimum living
wage rate, he is said to be exploited. The exploitation of labour is a normal feature of
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capitalism. The capitalists, in their effort to increase profits, tend to reduce wages.
The extent of exploitation can be minimized by stabilizing the wage rate at a
reasonable level. The ultimate solution lies in bridging the gap between the
capitalists and the workers. Gandhi was totally against making a man a cog in the
giant wheel of industry, His view was that people should not lose their
independence, identity, and, thus, their creativity.
Profits: In the Gandhian view, the term profit is used in the residuary sense. Profit is
equal to total receipt minus production costs. Capital depreciation and distribution
costs are negligible in this scheme of production. Thus, the main costs of production
are expenditure on raw materials, and payments to the workers. Profit is the excess
of total receipts over these costs. Technological improvements are beneficial to the
entrepreneurs and harmful to the workers. With the introduction of machinery, the
entrepreneur’s profit increases, while the workers face unemployment, and
reductions in wages. Gandhi did not consider profit to be essential for the survival of
a firm.
Employment: Gandhi emphasized employment. The full employment of human
resources is the primary need of a country. By full employment, Gandhi meant the
employment of each and every individual. Full employment cannot be attained
through the development of large scale industries. These industries generally use
capital intensive and labour saving technologies, and do not provide sufficient
employment opportunities. Moreover, most unemployed people live in rural areas.
The cause of rural underemployment is the seasonal nature of agriculture. The
agricultural workers work on land for six months and for the other six months they
remain idle. It will be disadvantageous for the mechanized industries to employ such
underemployed casual labour. Again, the underemployed agricultural workers have
religious, cultural and social attachments with rural life, and, therefore, cannot be
expected to leave their homes easily for employment in the urban industries. Thus,
mechanization and large scale production provides no solution to the problem of
unemployment in the agriculture-based, over-populated economies. As Gandhi
pointed out “Mechanization is good when the hands are too few for the work
intended to be accomplished. It is an evil when there are more hands than required
for the work, as is the case in India.” The problem of unemployment, according to
Gandhi, can be tackled only by developing village and cottage industries. These
industries are capital-saving and labour using. They take employment opportunities
to the doors of the unemployed and ideally fit in with the rural conditions.
Production: Gandhi advocated production by the masses. He preferred the
decentralization of small units of production to the concentration of large scale units
in a few places. He wanted to carry the production units to the homes of the masses,
particularly in villages. One advantage of the village and cottage industries is that
they increase employment. Another advantage is related to the consideration of
efficiency.
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There are many reasons to believe that it is cheaper to produce any commodity in
small and cottage industries because:
(a) no separate establishment charges are required
(b) integration of cottage industries with agriculture
(c) very few tools are needed;
(d) no problems of storage;
(e) negligible cost of transporting goods to the consumer
(f) no waste - duplication - due to competition, and
(g) no problem of over production.
All these factors make the production by the small units economical. Small is
beautiful. This is the logic behind the Gandhian scheme of decentralization of village
and cottage industries.
Technology
It is erroneous to think that Gandhi was against technology. The essence of science is
acquiring knowledge through experimentation. Gandhi offered, on behalf of the
Spinners' Association, a prize of a lakh of rupees for the invention of a charkha, a
spinning wheel, which could be made and repaired in the villages, and would
produce four times the yarn spun on the traditional charkha. He had no objection to
the use of machinery to increase production and improve the condition of the
workers. But he did not approve of machinery that, in his view, produced goods
along with starvation. He was against the indiscriminate multiplication of machinery.
Gandhi said, "What I object to is the craze for machinery, not machinery as such.
The craze is for what they call labour saving machinery. Men go on ‘saving labour’
till thousands are without work, and thrown on the open streets to die of starvation."
For Gandhi, human consideration was supreme, and that of science and technology
was secondary.
Poverty and Inequality
Gandhi was not an economist. But he had a clear understanding of the issues of
poverty and income inequality. Poverty is not created by the poor man himself.
According to him, poverty and inequality are inextricably connected. Poverty is the
manifestation of affluence itself. The anatomy of affluence appears to be fair. But
means to gather this status is unfair and illegitimate. Thus, the poverty of many is
caused by the richness of some. Man’s greed has resulted in poverty, and it is the
cause of persistence of poverty in the economy. Gandhi said, “I suggest that we are
thieves in a way. If I take anything that I do not need for my own immediate use, and
keep it, I steal it from somebody else. I venture to suggest that it is the fundamental
law of Nature, without exception, that Nature produces enough for our wants from
day to day, and if only everybody took enough for himself and nothing more, there
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would be no pauperism in this world, there would be no man dying of starvation in
this world.”
According to Gandhi, economics which disregards moral values is untrue. He
introduced moral values as a factor in regulating all economic transactions and
international commerce. He was not advocating socialism per se but humanistic
values. He contended, “My ideal is equal distribution, but so far as I can see, it is not
to be realised. I, therefore, work for equitable distribution.”
The Principle of Satyagraha
Gandhi adopted the principle of Satyagraha as a movement of civil disobedience and
tax resistance. Gandhi laid down preconditions as absolutely necessary for the
practice of Satyagraha. These are as follow:


First, there can be no Satyagraha for an unjust cause. Otherwise the principle
of truth will be flouted.



Second, Satyagraha excludes the use of violence in any form, in thought or
action.



Third, Satyagraha presupposes a clear distinction between a willing
obedience to the laws which are good, and opposition to those which are
immoral. The superiority of the law of conscience has to assert itself over
other laws.



Fourth, Satyagraha is an instrument available only to those who have no
hatred towards their opponents.



Fifth, a Satyagrahi must have the capacity and willingness to sacrifice. That
is why Gandhi insisted more on a small revolutionary minority rather than a
whole majority.



Sixth, Satyagraha means constant engagement in constructive social work so
that Satyagraha as a struggle does not become negative.



Seventh, Satyagraha calls for total humility on the part-of those who practice
it.



And, Last, Satyagraha is the expression of discipline and sincerity. It
challenges the honesty and capacity for national work, and willingness to
submit to discipline.
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4.4.2 Regeneration of Villages
It is well known that the villages of ancient India were self-sufficient and
economically self-dependent. In those days, production, distribution and
consumption were almost simultaneous and in adjacent areas. Mahatma Gandhi
often said that the real India was to be found in villages, not in cities and towns.
Mahatma Gandhi further described lack of supplementary occupations, inadequacy
of medical attention, insanitary conditions and extreme poverty as the root-causes of
exploitation of villagers. He wanted every village to develop into a little republic
independent of its neighbours in so far as its vital wants are concerned. He evolved
the ideal of Village Swaraj; and enumerated the following conditions for an ideal
village.


There should be orderliness in the structure of the village.



Every village should have fruit-trees.



It should have a dharmashala and a small dispensary.



It should be self-sufficient in so far as food and clothing is concerned.



The roads and lanes of the village should be kept clean so that “in the land of
bare-footed pedestrians” nobody should hesitate to walk.



The temple/mosque should be kept beautifully clean.



The lanes of the village should have gutters for draining off water.



Every village should be capable of defending itself from robbers and wild
animals.



It should have and maintain a public hall, a school and a theatre hall.



It should have efficient water supply arrangements.



It should have recreation facilities -- a playground, a reserve for the cattle,



If some space is left, it should grow money (commercial) crops except
tobacco, opium, etc.



Education in the village should be made compulsory up to the final basic
standard.



All activities of the village should be conducted on co-operative lines,



The government of the village should be conducted by a Panchayat of 5
persons duly elected every year by adult villagers.



The village panchayat would enjoy judicial, legislative and executive powers.



The service of village guards should be compulsory -- they should be selected
by rotation,



The caste system should not be practiced.
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If all villages of the country could come up to the ideal conceived by him, Gandhi
was confident that India would be free from most of her worries.

4.4.3 Doctrine of Trusteeship
Gandhian philosophy always aims at bringing economic equality through nonviolent
social change. Gandhi propounded the doctrine of trusteeship as a way to realize
such change. The peaceful removal of economic inequalities is possible if the rich,
after meeting their reasonable needs, hold the surplus wealth in trust for society. In
this way, the rich man is not dispossessed of his surplus wealth, but he is required to
use this wealth in the broader interest of the community, and not in his personal
interest. The doctrine of trusteeship is based on the idea that everything is from God,
and belongs to God. Therefore, it is for God's people as a whole, and not for a
particular individual. Thus, if an individual possesses more than his proportionate
share, he becomes a trustee of that surplus amount for God's people. As to the
question of the determination of the successor of the trustee, Gandhi replied that the
original trustee is to be allowed to make his choice, but that choice is to be finalised
by the state. Thus, a check is put on the state as well as on the individual.
A summary of Gandhi's doctrine of trusteeship follows.
(a) Trusteeship provides a means of transforming the present capitalist order of
society into an egalitarian one; it gives no quarter to capitalism, but gives the
present owning class a chance of reforming itself. It is based on the faith that
human nature is never beyond redemption.
(b) It does not recognise any right of private ownership of property except in as
much as it may be permitted by society for its own welfare.
(c) It does not exclude legislative regulation of the ownership and use of wealth.
(d) Thus, under state regulated trusteeship, an individual will not be free to hold
or use his wealth for selfish satisfaction or in disregard of the interest of
society.
(e) Just as it is proposed to fix a decent minimum living wage, even so a limit
should be fixed for the maximum income that could be allowed to any person
in the society. The difference between such minimum and maximum incomes
should be reasonable and equitable and variable from time to time, so much
so that the tendency would be towards obliteration of the difference.
(f) Under the Gandhian economic order, the character of production will be
determined by social necessity and not by personal whim or greed (Pyarelal,
Theory 1965).
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A non-exploitative technology must not create hierarchy and privilege. It must not
encourage centralism. For these reasons, technology must satisfy four basic
conditions:
(i) the operators must have full control of the technology;
(ii) the technology must not replace the worker;
(iii) the technology must increase the productivity of the workers; and
(iv) it must produce goods and services needed by the worker.

4.4.4 Model of Sustainable Development
We are living part of Earth's life, owned and operated by the Earth. Our attitude
towards the earth is defective and dangerous. Our deepest folly is the notion that we
own it and can exploit it to our advantage. Gandhi’s ideas are relevant for protecting
the environment and to preserve the carrying capacity of Mother Earth. Gandhi
emphasises three aspects: economy, society and environment. He says, the present
materialistic lifestyle has to be changed for sustainable development. Gandhian
economics guides us towards a sustainable lifestyle.
The Gandhian model suggests the following steps to attaining a sustainable lifestyle.
1) Sustainable agriculture: We should give up chemical fertilizers and pesticides
and substitute them with bio-manures and bio-pesticides. Verrni culture and
vermi compost is a must for restoring the health of the soil.
2) Khadi and village industries are eco friendly. They create employment and
alleviate poverty. So we should promote khadi and products of village
industries.
3) Appropriate technologies: We should adopt technologies which are simple,
and which our villagers are able to comprehend and operate themselves. The
use of electricity should be avoided, or kept to the minimum.
4) Renewable energy sources: Coal and petroleum are non-renewable energy
sources and are getting exhausted very fast. Solar energy is limitless and
inexhaustible. We can harness solar energy for heating and lighting. Water
and wind energies can also be harnessed for producing electricity.
5) Sylviculture (or tree plantation): Cutting trees for fuel and for the
construction of houses is inevitable. Our policy should be to plant two trees
for every tree we cut. Trees as a source of energy are non-renewable if we
only cut them and do not grow them.

43

Gandhi’s advocacy of democratic trusteeship was supported by Schumacher's
concept, ‘Small is Beautiful’. According to Gandhi, Democratic Trusteeship should
have the “responsibility for a bundle of assets instead of ownership of them”. This is
a neat description of how we all have to learn to live in this planet. The trustees
should be responsible for the bundle of assets - the air, sea, and land - through which
nature and our life evolved, and is sustained. These assets should not to be selfishly
fought over, bought, sold, and pillaged. There is life beyond acquisitive capitalist
motivation. We have to hold the earth and its resources in trust for all of its peoples.
We must encourage and educate people to reduce their acquisitive spirit. No change
of machinery or no amount of modernisation can solve our social malaise, which
consists in the egotism and, greed of human nature. According to Gandhian thought,
under democratic common ownership, “man’s spirit can be freer so that he can
become more creative, productive and responsible”. The Gandhian focus is on the
simplicity of life based on minimum human needs. According to Gandhi, “the earth
has enough resources for our needs - not for our greed”. If we follow Gandhi's
advice – especially following the economy of cooperation of the honey bees and
birds, keeping Gandhiji's ideals in mind we can surely achieve a sustainable lifestyle.
A sustainable life style automatically ensures sustainable development.

Check Your Progress Exercise 4.1
Note:
I. Write your answer in the space given below.
II. Compare your answer with the one given at the end of this Unit
Q.1 What are the two central distinguishing features of Gandhian perspective on
development?
……………………………………………………………………………………….
……………………………………………………………………………………….
……………………………………………………………………………………….
……………………………………………………………………………………….
Q.2 According to Gandhi, technology must satisfy which four basic conditions.
……………………………………………………………………………………….
……………………………………………………………………………………….
……………………………………………………………………………………….
……………………………………………………………………………………….

4.4.5 Principle of Self-Sufficiency
The goal of Gandhian development is to build a self-sufficient society. Each
community should be self-reliant. Gandhi regarded an area covered by a radius of
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five miles as the basic unit of self-containment. The production of each basic unit
should be linked with the natural consumption requirements of those living in it.
The natural consumption requirements of a basic unit depend on
a) the geological situation of the unit
b) the physiological and temperamental condition of people
c) the traditions and customs of the community
d) the occupational pattern and cultural attainments of people.
As physical, psychological, and temperamental conditions in regions vary, the
consumption requirements also differ from region to region, and the production plans
of each region must take into account these differences. The production plan should
not only be linked with the consumption requirements of the people, but also be
synchronized with the availability of natural resources, and human potentialities,
combined with climatic conditions.
Despite the emphasis on self-sufficiency, as suggested by the Doctrine of Swadeshi,
the Gandhian perspective has a theory of international trade. It emerged out of the
mixture of Gandhian idealism and Gandhian pragmatism. The distinctive features of
this trade theory may be noted as follows.
a)

It accepts the logic of the principle of comparative advantage, but rejects it as
the sole basis for trade among nations.

b) It accepts reciprocal need, rather than reciprocal demand, as the determinant
of terms of trade among nations.
c)

It postulates an international economic order based on international
cooperation and understanding of mutual need, rather than on market forces
and competition.

d) It is guided by a purpose higher than the purpose of pure economic gain. That
is the moral purpose embodied in the notion of service to govern the flow of
trade among nations. It suggests an international economic policy which is
the antithesis of “beggar-my-neighbour” policy, well-known in modern
international economics.
e)

It is an economic doctrine into which is infused the philosophical principle of
Ahimsa, of non-violence and non-exploitation.

f)

It offers the maximum protection against unequal distribution of gains from
trade among nations, in sharp contrast with the conventional doctrine of
international trade.
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4.4.6 Theory of Balanced Growth
According to Gandhi, the right choice is not to plunge into capitalist development,
but to develop a ‘communaucratic’ social economy, based on decentralized rural life.
“The end to be sought”, he wrote, “is human happiness, combined with full mental
and moral growth”. Thus, the Gandhian doctrine of economic growth, being a part of
his general theory of growth, cannot meaningfully be formulated purely in economic
terms. He visualized balanced growth which manifests in the manner described
below.
a) Philosophical Balance
It is the balance between economic progress and moral progress. To achieve
such a balance, one must shift the emphasis from maximization to
optimization of production, from abundance to adequacy of the production of
material goods and services.
b) Structural Balance
It is the balance between the rural and urban sectors of the economy. To
achieve such a balance, the growth of the urban sector must not take place at
the expense of the rural sector. Here, one must shift the emphasis from
centralization to decentralization of economic activities.
c) Ecological Balance
It is the balance in the relationship between man and his environment. Long
before social concern grew over the environmental crisis in the Western
industrial societies, Gandhi showed his awareness of this crisis as a natural
by-product of uncontrolled economic progress, and autonomous development
of modem large scale technology. He stressed the need for making a
deliberate choice of technology, and for restraints on the level of production,
in order to maintain a proper balance between man and his environment.
d) Technological Balance
A balance between small scale and large scale technologies. Gandhi’s views
on technology have often been misinterpreted. Gandhi was not opposed to the
use of modern technology, as such. He was opposed to indiscriminate, nonselective adoption of imported technology, based purely on its effect on
productive capacity. In the context of the Indian economy, he saw a
tremendous need for the development of small scale technology that would
increase the efficiency of rural production without creating any technological

46

displacement of labour. At the same time, he saw the need for large scale
technology for which the ideal location would be large urban centres. The
point that he strongly emphasized was that the adoption of Western
technology to economize on labour, and to expand production at the cost of
rural de-industrialization and mass unemployment was not the proper choice
of technology, under the prevailing economic conditions in India. He
endorsed a proper mix of technology in order to optimize the social benefits
of science and technology.
e) Distributional Balance
It is the balance in income distribution. Given the existence of gross
inequality, to achieve greater balance would require strategies to redistribute
income. In the context of a growing economy, Gandhi's doctrine may be
interpreted as a doctrine of dynamic equilibrium in the pattern of income
distribution so that exploitation is reduced to the minimum. In modern
growth theories, the problem of income distribution is generally assumed
away. Gandhi was fully aware that a high rate of growth does not necessarily
guarantee an equitable distribution of income. The latter issue is tied up, not
so much with the rate of growth, as with the pattern of growth. This is the
reason why Gandhi opposed Western style economic progress through urban
oriented, large scale industrialization. He would settle for a slower rate of
growth for the sake of a greater diffusion of technology and productive
capacity to revitalise the rural economy, as well as for the sake of a greater
regional balance in the distribution of income.

4.4.7 Gandhian Sarvodaya Plan
Sarvodaya means the welfare of all. In order to provide justice to all and to make the
nation prosperous Mahatma Gandhi suggested the payment of a just wage because if
all were paid just wage, no one would be able to amass an unlimited fortune. In his
scheme of Sarvodaya, every individual would have equal opportunities for the
satisfaction of his economic wants, Sarvodaya would not be realised As he thought,
by laying emphasis on industrialism, but on the development of village industries
(Adi H. Doctors, 1964).
For achieving the goal of non violent socialism, Gandhi presented the sarvodaya
plan. The sarvodaya plan provides the foundations, on which the economic
organization of a nation striving for the ideals of socialism is to be built. sarvodaya
means all round wellbeing of all. He argues for the combination of purity of ends and
nobility of means. The objective of the sarvodaya plan is the establishment of
sarvodaya social order on the principles of non violence, truth, love, and cooperation.
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The sarvodaya plan includes
a) economic equality and communal harmony
b) full attention to the cultivators and the labourers
c) all cultivators organizing their own committees
d) all labourers forming their own unions
e) education for all (technical or basic)
f) hand-spinning in every family

4.4.8 Khadi Industry
Calculating that every Indian required at least 13 yards of cloth per year (in 1920
when he wrote an article in the Young India under the title Swadeshi) and believing
that the multiplication of mills could not solve the problem of cloth-supply,
Mahatma Gandhi stressed the need for the development of khadi industry. Khadi to
him was “the symbol of unity of Indian humanity, of its economic freedom and
equality”, and to Jawaharlal Nehru it was “the livery of India's freedom.” The khadi
mentality means the decentralization of production and distribution of the
necessaries of human life (Andrews, 1930, p. 149). To Mahatma Gandhi, the charkha
was the symbol of non-violence. His slogan was “Swaraj through Spinning.” The
charkha was the main thing to revitalize the village economy. Once he said: “In
losing the charkha we have lost our left lung” (Anjaria, 1970, p.8).
Gandhi suggested a number of products that cottage industries in villages could
make i.e. gur, baskets, ropes, brooms, oil etc. Khadi is the sun of the village system.
Khadi, according to Gandhi, is the central industry on which all other village
industries revolve. The employment of carpenters and blacksmiths engaged in the
production of the charkha, or spinning wheels, and of weavers, dyers, and printers of
cloth; depend upon the demand for Khadi. Moreover, Gandhi related many religious
and moral values to the charkha.
In his Khadi scheme, Gandhi proposed the following measures to develop the khadi
industry:
 a compulsory introduction of spinning in all primary and secondary schools;
 a the cultivation of cotton in areas where it is not grown;
 a the organization of weaving by multipurpose cooperative societies;
 a All employees in the education and co-operative departments, municipal,
district boards, and grampanchayats would be required to pass a test in
spinning, in order to qualify;
 a control of prices of handloom cloth woven of mill yarn;
 a the imposition of a ban on the use of mill cloth in areas where the hand
woven cloth was in abundance;
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a the use of hand spun cloth in all government, and textile and weaving
departments; the old cloth mills would not be allowed to expand, and new
ones would not be opened; and
a the import of foreign yarn, or cloth to be banned.

Does the production of khadi add to national wealth? Yes, it creates some wealth. It
must be borne in mind that khadi production is meant for the compulsory leisure or
unemployment of the village people. It provides a fruitful employment; and
supplements their slender earnings. It increases the purchasing power of the nation.
The villager when he weaves khadi, gets it cheaply. The saving on account of the use
of khadi is to the extent it replaces the use of foreign cloth.
The charkha and khadi are sound propositions from the points of view of:
(a) diminution of unemployment,
(b) increase in national income,
(c) increase in purchasing power, and
(d) increase in the collective wealth of the nation.

4.5

CRITICAL ANALYSIS OF GANDHIAN DEVELOPMENT
THEORY

Gandhian economic thought appears to be very logical and impressive. However, it
suffers from following deficiencies:
1) Gandhi was not an economist in any professional sense. His economic ideas
lack systematization, and lay scattered here and there in his writings. He
attempted no economic analysis and presented no theoretical model.
2) In fact, Gandhi has not studied the writings of the western economists. He
only studied Marx and that, too, late in his life during his detention in 1942.
Whatever he wrote or said about economics was the natural outburst of his
ethical and philosophical thought, and was not adopted from any book.
3) His thinking on economics does not contain any technical knowledge that has
analytical value. He was a practical idealist and was immediately interested
in solving the problems of poverty and inequality in his country.
4) The solutions he suggested called for a socioeconomic revolution through
non-violent means. According to him, to achieve this objective, the country
must act according to sarvodaya principles. This is a most unpractical
solution. It is a great fantasy to expect that the rich would shed their
acquisitive tendencies and would help their poor brethren to ameliorate their
poverty.
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5) With the acceptance of sarvodaya principles, the rich are unable to free
themselves from the lust for profit. And production does not expand due to
obsolete methods of production. It leads to perennial stagnation.
6) Universalising the idea of non-violence, he hoped, would bring about a
change of heart. However, to think that all countries would follow the path of
non-violence is mere wishful thinking.
Despite the generally inoperative nature of Gandhian philosophy, Gandhi must be
credited for emphasizing the role of small scale industries and agriculture in the
development of the Indian economy. Almost all the economists recognize the
importance of small scale industries, and the need for their decentralization in an
overpopulated and rural based underdeveloped country. Gandhi also correctly
realized that in such an economy, reorganization and revitalization of agriculture is a
pre-condition to economic development. Development has to evolve from the
people.

4.6 LET US SUM UP
In this unit we dealt with Gandhi’s philosophy, and his economic ideas and concepts.
We explained how Gandhian economics differs from mainstream economics. The
Gandhian doctrines of Trusteeship and self-sufficiency have been analysed. We also
explained the Gandhian model of rural development and balanced growth. The
sustainable development based on Gandhian ideas was described. The emphasis on
regeneration of villages, Khadi industry and sarvodaya plan was also explained. The
criticism against the Gandhian theory of economic development has also been
narrated.

4.7 CHECK YOUR PROGRESS: ANSWER KEYS
Ans to Q 1:

(i) Self-development over material prosperity and
(ii) Development of villages in a holistic fashion that would include
strengthening of rural industries

Ans to Q 2:

(i) the operators must have full control of the technology;
(ii) the technology must not replace the worker;
(iii) the technology must increase the productivity of the workers; and
(iv) it must produce goods and services needed by the worker.
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