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Introduction

Reconstructing Development 
Theory for the 21st Century

The crisis in development theory is a multiple one that is understood 
very differently by people with different ideological and theoretical 
perspectives. Most accept that the idea of development is directly linked 
to the changes ‘towards those types of social, economic and political 
systems’ created in Europe and the USA from the 17th century (Eisens-
tadt, 1966: 1),1 but they often disagree over the objectives of these 
changes, their normative implications, and the way they should be 
managed. Modernization theorists like Eisenstadt saw this transition as 
a desirable, even inevitable process, but their views have always been 
challenged by a variety of radical voices, especially from the third world, 
that have rejected his equation of progress with western achievements, 
especially given the west’s formal commitment to ‘the principle of equal-
ity’, and its continuing tendency ‘to violate it in an extraordinarily 
systematic way’ (Besis, 2003: 5). And even those who have accepted this 
view have disagreed about how it should be done, and especially about 
the relationship between conscious social intervention and free markets 
in managing these transitions. This has produced competing liberal and 
structuralist traditions that have sustained what Polanyi (1944/2001: 
152) has called a ‘double movement’ in policy theory – an oscillation 
between an extension of markets across the world and subsequent 
counter-tendencies invoking state intervention to protect societies ‘from 
the weaknesses and perils inherent in a self-regulating market system’.

All these competing paradigms are now confronting what MacIntyre 
(1998: 165) calls an epistemological crisis – a ‘dissolution of [the] histor-
ically founded certitudes’ on which their assumptions, their analytical 
categories and their predictions are based. Structuralism, understood in 
its most general sense as the range of theories that ‘provide a reason for 
managing change by administrative action’ (Little, 1982: 21), domi-
nated theory and practice until the late 1970s, but was then discredited 
by economic and political failures in most of the countries that used it 
and was superseded by neoliberal market-based theories. However, they 
also failed to eliminate poverty, inequality, exclusion and violent conflict 
in many LDCs, and are clearly intensifying the environmental and finan-
cial crises that now dominate the international agenda. The result was a 
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double crisis in mainstream theory by the end of the 1990s that justified 
the radical critics who reject the whole exercise and see ‘development’ 
as ‘a poisonous gift to the populations it set out to help’ (Rahnema, 
1997: 381).2 

This crisis has therefore subjected the idea of development to 

the contempt of the generation that grew up during the great trau-
matic collapse of the old concept of development … [that] promised 
the constant progress of mankind rising in a straight line to a happier 
state. Contaminated with the stigma of disillusion, concepts like 
‘progress’ and ‘social development’ seemed to have become unusable 
for research. (Elias, 2001: 175)

This book will show that this pessimism is not only misplaced, but 
counterproductive, since it fails to recognize that the idea of develop-
ment is crucial to the survival of the global system as we know it, and 
that development theory is equally crucial for those who are still trying 
to discover ‘how poverty is to be abolished’ almost two centuries after 
Hegel posed the question in The Philosophy of Right (1821/1967). The 
rest of this Introduction will therefore identify the formative assump-
tions and propositions that will underpin the rest of the text. 

First, the claim that concepts such as ‘progress’ and ‘development’ 
and, indeed, their opposites like ‘regression’ or ‘breakdown’ are no 
longer relevant simply ignores the fact that

they do not actually refer to obsolete, disappointing ideals but to 
simple observable facts [like the fact] that human knowledge of 
natural processes has progressed over the centuries, not least in the 
present one. (Elias, 2001: 175) 

New technology is opening even remote places to new experiences and 
possibilities; political, social and economic institutions are being trans-
formed by the liberal revolution; and concern about, and attempts to deal 
with, the problems of global inequality and poverty have never been greater. 
However, this produces disruption and regression, as well as progress, 
because creating new systems also destroys old ones, so development is 
never ‘a harmless and peaceful process of growth, like that of organic life’ 
(Hegel, 1822–30/1975: 127), but is an often violent and unequal struggle 
between competing ideologies, interests and nations, involving: 

great collisions between established and acknowledged duties, laws 
and rights on the one hand, and new possibilities which conflict with 
the existing system or violate it or even destroy its very foundations 
and continued existence, on the other. (Hegel, 1822–30/1975: 82) 
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Dramatic changes are occurring in DCs as well as LDCs that cannot be 
properly understood, even in the former, by using orthodox theories 
that explain how societies maintain existing systems rather than manage 
fundamental change, However, explanations that focus on equilibrium 
rather than change, as most orthodox theories do, are far less approp-
riate in LDCs that are restructuring their existing institutions and creat-
ing new ones, and must therefore be supplemented by developmental 
theories that focus on problems created by the need to transform rather 
than maintain existing systems. 

Second, we do not assume that there is a single linear route to 
modernization based on western models that all societies are bound to 
follow, although we do accept, as Marx and Engels (1845–6/1974: 78) 
predicted, that the universalization of liberal democratic capitalism has 

produced world history for the first time, insofar as it [has] made all 
civilised nations and every individual member of them dependent for 
the satisfaction of their wants on the whole world, thus destroying 
the former exclusiveness of nations.  

In Marx’s day, only a small minority of people lived in independent 
‘civilized’ nations, now all of them do or aspire to do so. Almost all 
these societies use or aspire to liberal democratic capitalistic institu-
tions as the basis on which they manage their social relationships. 
These institutions originally emerged in the west and were then forci-
bly transferred across the globe by the dominant capitalist powers. 
However, the values and rules on which they are based have been 
adopted and adapted by indigenous social and political movements in 
LDCs and exercise a decisive influence on the way they construe their 
own futures. However, while these processes are all heavily condi-
tioned by the rules set by the globalized system, we will also show why 
development must occur as 

path-dependent and historically contingent processes [that] are 
leading, not to convergence to a presumed unique ‘Western’ model, 
but to historically located and specific varieties of capitalism in each 
country. (Hodgson, 1999: 151) 

Hence no two countries are likely to use the same combination of polit-
ical, economic and social institutions to manage their transitions to 
modernity, but none can ignore the influence of the principles of freedom, 
equality, scientific objectivity and cooperative interdependence that 
originated in the western enlightenment project. 

Third, much of the pessimism surrounding development theory 
stems from the failure of many of the attempts to implement its prescrip-
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tions in the LLDCs. However, we should not only judge a prescriptive 
policy paradigm by its immediate results in countries where the approp-
riate preconditions for its operation may not yet exist. Liberal theorists 
claim that modern institutions will increase freedom, equity, coopera-
tive interdependence and prosperity, and point to the experience of the 
developed world to justify their claims. However, the fact that attempts 
to transfer them to LDCs have often failed does not deny the claims that 
can be made on behalf of democratic political systems, competitive 
economies or open civil societies. These institutions have only existed in 
their modern form over the past 250 years, and many of them were 
displaced by Fascism and command planning in parts of Europe during 
the interwar period. But this did not reduce the value of liberal institu-
tions or the willingness of millions of people to risk their lives to defend 
them. It is indeed highly unlikely that LDCs will be able to make a shift 
to fully developed liberal institutions in a single giant stride, but this 
does not mean that they should be willing to accept anything less as 
their long-term goal. 

Fourth, the fact that development theory is in a state of crisis has not 
threatened its role, but generated new challenges and opportunities. A 
theoretical crisis is not a breakdown but a situation in which recurrent 
failures have demonstrated that a particular paradigm can no longer 
achieve its original goals but must be systematically modified if it is to 
be reconstituted and put back to use. This is not a reason for despair, 
but a call for radical change that can lead to major discoveries and 
reformulations. According to Wolin (1960: 8, emphasis added): 

most of the great statements of political philosophy have been put 
forward in times of crisis: that is when political phenomena are less 
effectively integrated by institutional forms. Institutional breakdowns 
release phenomena, so to speak, causing political behavior and events 
to take on something of a random quality, and destroying the custom-
ary meanings that had been part of the old political world … Although 
the task of political philosophy is greatly complicated in a period of 
disintegration … [its theories] are evidence of a ‘challenge and 
response’ relationship between the disorder of the actual world and 
the role of the political philosopher as the encompasser of disorder. 
The range of possibilities appears infinite, for now the political 
philosopher is not confined to criticism and interpretation: he must 
reconstruct a shattered world of meanings and their accompanying 
institutional expressions: he must, in short, fashion a political cosmos 
out of political chaos. 

We are clearly living in a period like this, in which development theo-
rists and practitioners are producing important new syntheses that are 
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helping to resolve at least some of the conflicts between competing para-
digms of the past. This study will attempt to synthesize the most impor-
tant of these shifts and use them to take the debate one step further.

Fifth, it will reject the adversarial, even nihilistic approaches that 
have dominated the debate since the 1960s. Many theorists have treated 
their role as a purely critical one, designed to ‘deconstruct’ the argu-
ments used to justify the claims of everyone in authority by exposing 
their limitations, weaknesses and tendency to subordinate the weak to 
the demands of the strong.3 Critical theory is certainly crucial to the 
maintenance of a civilized life, resistance to oppression, and the possi-
bility of progress. However, it also has had regressive consequences 
when taken to extremes. Sometimes a one-sided commitment to a 
particular paradigm or subparadigm (like the varieties of Marxism 
contending for superiority during the 1970s) led to destructive attacks 
on the moral as well as the intellectual status of alternative positions. 
Sometimes theorists attacked particular institutional systems without 
providing viable alternatives, or utopian ones that ignore the complex-
ity of the systems and the need for hierarchical controls to manage the 
competition for scarce resources in modern societies.4 

Instead, this study is committed to reconstruction rather than decon-
struction in two ways. First, it accepts that social transformations must 
operate within limits that are circumscribed by existing capacities, value 
systems or ‘dispositions’ and endowments, so that destroying old 
systems before the ‘objective possibility’5 of a new one has emerged will 
lead to breakdown rather than emancipation. Hence, we should not 
deconstruct systems of rule or thought unless we can identify better 
alternatives, nor treat 

scientific discussion as a process at law in which there is an accused 
and a public prosecutor whose professional duty it is to demonstrate 
that the accused is guilty and has to be put out of circulation. 
(Gramsci, 1971: 34–5) 

Further it also recognizes that all the paradigms that have exerted a 
significant influence over events over the past 250 years have impor-
tant positive and negative insights to offer. Thus freedom does depend 
on political and social as well as economic markets; peace and social 
justice depend on state intervention, while traditional value systems 
can increase the autonomy of local communities and protect the poor 
from destitution. Then again, the limitations of any of these para-
digms are most clearly expressed in the work of their opponents. 
Liberals have produced the most convincing explanations for very real 
state failures, while structuralists have produced equally salient expla-
nations for market failures. This study will therefore provide a posi-
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tive synthesis based on the strengths rather than the weaknesses of the 
paradigms that have dominated the discipline since its inception. 

Sixth, focusing on ‘development’ necessitates the use of institu-
tional rather than individualistic theory for two reasons. First, 
although development does seek to maximize the freedoms, capabili-
ties and entitlements of individuals (Sen, 1999), it can only do this by 
creating the appropriate social institutions – democratic states, 
competitive economies, and open civic organizations – that replace 
slavery, serfdom, patrimonialism or command planning, which repress 
personal freedom and choice. Hence, methodological individualism 
cannot be applied in societies where the institutions that allow people 
to think and behave as free individuals have yet to be created. Accord-
ing to Elias (2001: 141): 

This ego-ideal of the individual … is something that has developed 
… through social learning … in conjunction with specific structural 
changes in social life … [and] is part of a personality structure which 
only forms in conjunction with specific human situations, with socie-
ties having a particular structure. It is highly personal, yet at the 
same time society specific.6 

Thus the individualistic assumptions that guide most of the orthodox 
social sciences cannot explain developmental changes because of ‘the 
unreality of their fundamental empirical assumptions’ (Leontief, 1966a: 
93)7  when applied to LDCs as opposed to DCs. 

Second, this also means that the key difference between modern and 
pre-modern societies lies in the nature of their institutional arrange-
ments – the rules and incentives, the dispositions and aptitudes – that 
govern the way in which people cooperate or compete with each other. 
These differ systematically and can be ranked in accordance with their 
capacity to maximize the achievement of clear normative criteria – 
personal autonomy, equity, efficiency, and free cooperative interde-
pendence. In fact, ‘development’ or ‘progress’ has always related to the 
shift from less to more effective institutions – from slavery, feudalism 
and command planning to competitive capitalism and social democ-
racy, from autocracy to democracy, from patriarchy to gender equality, 
and from theocracy to scientific rationality. We therefore treat develop-
ment theory as an evolutionary theory of progressive institutional 
transformation. 

Seventh, the prescriptive and policy-oriented nature of development 
theory also obliges us to use an interdisciplinary methodology to under-
stand it, since ‘political, economic and moral issues are inextricably 
connected at the base of every important issue of our time’ (Brett, 1968: 
49). As Lukacs (1971: 8) said:
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Only in [a] context which sees the isolated facts of social life as 
aspects of the historical process and integrates them in a totality, can 
knowledge of the facts hope to become knowledge of reality. 

However, interdisciplinarity is inherently difficult, since, as Durkheim 
(1893/1964: 363) said: ‘it is now impossible for the same man to practice 
a large number of sciences’ so ‘grand generalizations can only rest on a 
very summary view of things’. This book will nevertheless attempt to 
synthesize the literature addressing the political, economic and social 
implications of developmental change, and will not be able to address all 
the most significant texts in particular disciplines. However, as Durkheim 
also showed, ‘the diversity of science disrupts the unity of science [so] a 
new science must be set up to re-establish it’ by discovering the relation-
ships between the various sciences and their continuity and ‘summing up 
… all their principles in a very small number of principles common to all’ 
(p. 359). We therefore cannot claim to pay adequate attention to the 
most recent work in the mainstream disciplines, but do feel that this 
book represents a credible attempt to produce a synthesis of this kind. 

Eighth, this approach enables us to treat the paradigm debate between 
structuralists, neoliberals and third world theorists as one over alterna-
tive institutional arrangements – those governed by collective state-
enforced rules as opposed to market-based exchanges or soldaristic 
obligations. It also enables us to explain the powerful process of theo-
retical reconstruction that is now helping to resolve many of the disputes 
between structuralist and neoliberal paradigms by recognizing the need 
for institutional diversity, a shift that was acknowledged by the World 
Bank (1997: 18): 

Development – economic, social and sustainable – without an effec-
tive state is impossible ... an effective state – not a minimal one – is 
central to economic and social development, but more as partner 
and facilitator than as director. States should work to complement 
markets, not replace them. 

This shift is producing a new synthetic paradigm that we call ‘liberal 
institutional pluralism’, which transcends many of the limitations of 
both structuralist and neoliberal theory. It does this by identifying the 
conditions under which hierarchical and solidaristic agencies should be 
used to counter the inevitable problems of market failure and enable 
societies to ‘act, collectively, to improve their lot’ (Leys, 1996: 3), as 
well as those where market-based or participatory political, economic 
and social processes should be used to enforce efficiency and accounta-
bility and guarantee autonomy and freedom. This model is in fact the 
basis of the ‘post-Washington consensus’ that now dominates develop-
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ment policy, and is designed to provide a comprehensive approach to 
the management of emancipatory change. We will identify the assump-
tions, the normative goals and the political, social and economic institu-
tional arrangements that make up this model in Part II.

And finally, we will also argue that the liberal version of institutional 
pluralism is not a genuine theory of development but rather an impor-
tant attempt to respond to the limits of the fundamentalist neoliberal 
theorists who rejected ‘any dilution of the market-based system that they 
advocate’ (Hodgson, 1999: 91), as we argued in the Preface. As a result, 
we devote the whole of Part III to a critical review of the limitations of 
orthodox liberal pluralism, and explore the immense difficulties involved 
in generating viable hybrid solutions that do indeed take account of local 
capacities, dispositions and needs, but retain a long-term commitment to 
the enlightenment ‘conception of citizenship … that there should be only 
one status of citizen (no estates or castes), so that everyone enjoys the 
same legal and political rights’ (Barry, 2001: 7). 

The argument 

The book is divided into three parts. Part I addresses the methodologi-
cal issues we have just identified; Part II sets out the theoretical assump-
tions and pluralistic policy models that dominate the orthodox liberal 
reform agenda that is now being applied across the third world; and 
Part III identifies the limitations of this agenda as a basis for develop-
mental transitions, and draws on the insights of earlier classical tradi-
tions to explain the ongoing crisis in most LLDCs and the need to adopt 
second-best or hybrid alternatives to overcome them. 

Part I 

Chapter 1 explores the disagreements over the ‘principles of rationality’ 
or normative criteria that should guide development theory and prac-
tice, and why their models have often failed to produce their expected 
results. We outline the normative and analytical assumptions that sepa-
rate the major traditions: positivists and methodological individualists 
who claim that development theory involves an illegitimate use of 
science to justify a normative and prescriptive enterprise; third world 
theorists who see it as the imposition of western values and achieve-
ments on their societies; right- and left-wing structuralists who claim 
that free-market solutions must block development; and neoliberals 
who argue that state planning must fail and call for a return to ortho-
dox market-based theory. The chapter also argues that the generalized 
economic and political failures in most LLDCs had discredited all these 
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models by the 1990s. Both structuralist and neoliberal policies were in 
crisis in the 1980s and many political systems were characterized by 
violence, corruption and authoritarianism. The result was a reversion to 
regressive theocratic, patriarchal or ethnic principles in many contexts 
that negated the liberal development project, but also generated intense 
and irreconcilable contradictions of their own. 

We respond to these conflicting views in Chapter 2 by demonstrating 
that the idea of development plays a central role in the modern world, 
but has multiple meanings that generate different problems in different 
contexts. Development exists as a normative aspiration, is institutional-
ized in systems designed to facilitate progressive change, is embodied in 
conscious policy projects in LDCs, and operates as a set of teleological 
expectations about the future. It shows that its normative aspirations 
take the form of ‘a universally valid notion of progress’ (Barry, 2001: 4) 
based on the principles of equality embodied in the UN’s Universal 
Declaration of Human Rights and other international covenants. These 
principles have now been institutionalized in the market- and science-
based systems that operate in DCs, but are still reshaping institutions 
across the third world. Thus development has become an incremental 
but compulsory and spontaneous process in DCs, but is still a conscious 
and collective enterprise in LDCs where these open systems are still being 
created. We also show that the desire to give people in LDCs comparable 
opportunities to those in DCs, and the assumption that they will success-
fully demand similar political, economic and social rights, has turned the 
idea of development from a normative aspiration into a teleological 
expectation, thus confirming Kant’s (1991a: 51) prediction that we can 
indeed produce ‘a universal history of the world’. 

We show in Chapter 3 that the limitations of orthodox liberal theory 
as a theory of development can be transcended by using ‘evolutionary 
institutionalism’ to explain the processes that produce structural change. 
Evolution is driven by unconscious selection in the natural world, but 
by human agency subject to unanticipated consequences in society. 
Social movements and the leaders and theorists they rely on struggle 
with other groups to maintain existing systems or replace them with 
new ones, but can rarely expect to achieve what they set out to do. The 
competition between social interests committed to contradictory systems 
like patrimonialism, Communism and liberal capitalism have dominated 
the modern era and have now created a world system in which liberal 
democratic capitalism has established a still incomplete dominance. 
This process of competitive evolutionary institutional change has elimi-
nated many systems, and is still modifying all of them. The globaliza-
tion of liberal capitalism has also globalized the liberal market theory 
that sustains it, but we will argue that it cannot be treated as the basis 
for an adequate theory of development. 
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Part II 

Chapter 4 shows how the adversarial conflicts over state- versus market-led 
theory is now giving way to attempts to understand better ways of construct-
ing symbiotic relationships based on organizational pluralism or diversity. 
It develops an interdisciplinary response to this problem by first identifying 
the advantages of market-based systems that do enable individuals to 
achieve their goals by entering into voluntary exchanges with others, and 
then identifies the many circumstances under which markets fail, producing 
a need for alternative hierarchical or solidaristic institutions in the form of 
strong states, hierarchical firms and civil society organizations. 

Chapters 5 and 6 identify the functions that need to be performed by 
liberal states: to guarantee property rights and enforce contracts; regu-
late access to common property resources; manage externalities; and 
provide public goods and welfare services. Chapter 5 shows that the 
state must be able to force private individuals to obey its decisions, but 
must also be made accountable to them if it is not to abuse its power, 
through the operation of political markets in the form of regular elec-
tions. It notes that political authority has to be institutionalized at global 
and local as well as national levels, and describes the complex interac-
tions between all three. It explores the strengths and weaknesses of 
democratic processes, and how state–economy relationships influence 
the options available to governments. 

Chapter 6 examines the complex interactions between political and 
authority and bureaucratic apparatuses that should operate on the basis 
of ‘relative autonomy’. Elected politicians are mandated to determine 
policy and monitor performance, and professional civil servants are 
recruited on the basis of their expertise to carry them out. It shows why 
state services were originally based on centralized hierarchies and 
permanent tenure, and are now being reformed through the introduc-
tion of results-oriented systems and market-based processes.

Chapter 7 uses Marxist and new institutional economic theory to 
explain why market failures, stemming from economies of scale and the 
transaction costs created by imperfect information and opportunistic 
behaviour, favour the growth of the large-scale hierarchical capitalist 
firms that dominate the global economy. It shows why the need to maxi-
mize efficiency and minimize costs generates different kinds of chal-
lenges and responses in different kinds of firms, and argues that the 
current shift to knowledge-based production systems is reducing the 
need for the oppressive hierarchies that dominated old mass-production 
systems, and producing new kinds of network-based authority systems 
in many contexts.

Chapter 8 considers the increasingly important political and economic 
role played by solidaristic organizations (SOs) – religions, associations, 
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political parties and social movements, cooperatives, nongovernmental 
organizations (NGOs), families and networks – in modern societies. 
These organizations play an important economic and political as well as 
social role, but they operate in the private rather than public spheres, 
and those who run them are driven by affective and ethical needs 
rather than material self-interest. We show that their contributions are 
usually based on reciprocity rather than altruism, and that modern 
formal SOs demand skilled professional staff who have to be adequately 
compensated; need to create hierarchical organizations to ensure effec-
tive performance; and need to be subjected to open market-based 
accountability mechanisms to ensure that they make effective use of 
their resources. 

Part III 

Chapter 9 shows that the requirements of imported liberal systems 
generate serious conflicts with local values and capacities, and threaten 
groups that benefit from existing institutions. Societies often lack the 
values, skills and/or resources needed to manage these institutions, and 
this generates start-up problems that can produce crises or breakdowns. 
This suggests that orthodox liberal models need to be adapted to local 
circumstances, and that a distinctive body of development theory is 
needed to manage institutional transfers by generating hybrid solutions 
that incorporate elements of both local and imported institutions. 

Chapter 10 contextualizes this problem by reviewing the policy 
regimes that have governed the developmental transitions that have 
taken place in the modern period, first in the north, and more recently 
in the south and east. These have all involved interventionist programmes 
that limited the operation of free political and economic markets during 
their early transitions to liberal democratic capitalism. We examine the 
conflictual processes generated by the attempts of northern countries to 
catch up with Britain in the 19th and early 20th century; those involved 
in the postcolonial and post-Communist world over the past 60 years; 
and those in modern LLDCs, using Uganda and Zimbabwe as case 
studies. We show that different kinds of structuralist programmes some-
times succeeded and sometimes failed, depending on local capacities 
and the external environments in which they operated. 

Chapters 11 and 12 review the work of the classical theorists who 
examined the destabilizing consequences of the coexistence of western 
and local institutional systems. Chapter 11 shows that these ‘dualistic’ 
situations can generate antagonistic conflicts between contradictory 
value systems and power structures that can derail potentially progres-
sive political, economic and social reforms, but also argues that these 
difficulties are unavoidable. Chapter 12 shows that ‘pre-modern’ insti-
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tutions incorporate local values and skills that enable people to survive, 
often in contexts where new liberal initiatives have failed. It also shows 
that real changes do not emerge out of immediate shifts to modern 
institutions, but out of dialectical interactions between local institu-
tions and modern ones, so practitioners should accept the need to 
facilitate transitions that may not measure up to the standards set by 
liberal theory, but are better than those they replace. These arguments 
raise important issues for ongoing programmes of political and 
economic reform. 

We address these political issues in Chapter 13, by arguing that 
current programmes of democratic reform need not guarantee a tran-
sition to ‘good governance’. Democracy requires values and skills 
that did not exist in pre-democratic systems, and competitive elec-
tions can intensify social conflict and produce populist policies and 
corruption in societies characterized by intense scarcity, low levels of 
trust, and weak political parties and pressure groups. Pre-modern 
systems used authoritarian regimes that often produced stagnation 
and decay, but also built strong capitalist states when their regimes 
recognized the need to adopt effective economic policies in order to 
maximize their own wealth and power. We show that authoritarian 
regimes are inherently unstable – successful ones in Europe and East 
Asia were democratized after completing their capitalist transitions; 
unsuccessful LLDCs now confront economic and political crises that 
have forced them to cede much of their authority to the donor commu-
nity. Finally, we examine the political, administrative and economic 
consequences of this. 

Chapter 14 revisits the classical debate over the economic conse-
quences of the market failures created by late development. Structural-
ist theorists argue that economies that had yet to develop strong 
capitalist economies could not compete successfully with already 
developed ones, creating an ‘infant industry’ problem with significant 
economic and political effects. First, they could only ‘catch up’ with 
their competitors without imposing immense costs on their citizens by 
using protected markets and/or subsidized inputs. We show that recent 
import substituting versions of structuralism have generally failed but 
that new export-oriented versions have succeeded when managed by 
strong states. We then explore the political implications of the problem, 
showing that the need for ‘rents’ to build a new capitalist class explains 
the prevalence of often corrupt demands for political favours, and the 
absence of a consolidated capitalist and working class with the moti-
vations and resources needed to maintain viable democratic states. We 
conclude with a discussion of the policy options available to practi-
tioners in LLDCs with weak states and weak capitalist economies. 
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Notes
1	 However, early modernizers in Western Europe looked back to the then more advanced 

civilizations of Greece, Rome and the Middle East for their organizational models and 
scientific achievements; many Islamists now look back to the caliphate. 

2	 The edited collections of Rahnema and Bawtree (1997) and Sachs (1992) contain some 
excellent relevant articles and seek to re-establish theocratic or traditional social systems 
that ignore the demands of modernity where they can ‘live on their own terms’ (Esteva, 
1992: 20).

3	 This represents a shift in my own approach, for example in Brett (1983). 
4	 Here I would include the critiques of third world theorists like Rahnema (1997) and 

Esteva (1992) and participatory and ‘social movement’ theorists like Bond and Manyanya 
(2002: 192), who imagine a world based on ‘progressive politics and basic-needs develop-
ment within formal and informal organisations – based in workforces, communities, 
women’s and youth groups, environmental clubs and churches’.

5	 This term has been appropriated from Lukacs (1971: 51). Bourdieu (1991: 53) talks of 
‘objective potentialities immediately inscribed in the present’. 

6	 Marx (1857–8/1972: 17, 65) argued that it is only ‘bourgeois society, the society of free 
competition’ that is constituted by a social network made up of ‘individuals who remain 
indifferent to one another’.

7	 Here Leontief is describing the basis for Kenyes’ critique of neoclassical economics, but it 
applies even more strongly to development theory as a whole. 
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