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– Theories of Economic Development –

A Few Fables from First, Second, and Third World Perspectives

Here are a few theories—albeit, admittedly, quite simplified—regarding the nature of 

economic development:
I.  The Statist Theory; or The World According to Friedrich List 

 
A.  known by a number of different names, the most common of which are the 



following: the national system of political economy, the developmental 


state, the strong state model, the “bureaucratic authoritarian” model (the 


BA Model), neo-mercantilism, economic nationalism, state-led 

industrialization, and occasionally even the welfare state

B.  this approach is usually characterized by a series of policies designed with the 

explicit aim of state-making and nation-building (centralizing political power and furthering national economic development), although it is by no means limited to such

  

1.  Import-Substitution Industrialization (ISI)

  

2.  Export-Oriented Industrialization (EOI)

 
C.  the key concept here is that the guiding hand of the state may be effectively 

used to correct the failings of the invisible hand of the market (redistribution of wealth, reorganization of productive power, reallocation 

of the labor force, etc)

D.  in order to achieve this task effectively, however, the state must generally be 

strong enough to maintain a degree of autonomy, or at least semi-

autonomy, with regard to its citizens and its dominant interest groups and 

social classes

E.  though in certain instances, citizens, interest groups, and different social 

classes willingly give up a degree of their individual and/or collective freedom for the sake of the greater national good, many of these regimes have traditionally been of a distinctly authoritarian, or at least semi-

authoritarian, if largely secular, nature, especially in the developing world


F.  nonetheless, there are elements of this fable that continue to exist and flourish, 

albeit in varying kinds and to varying degrees, throughout much of the 

industrialized world 

II.  The Classical Liberal Theory; or The World According to W.W. Rostow

 
A.  this approach is generally termed “modernization theory” and tends to view 

economic development as a process occurring largely within national 

boundaries

B.  it therefore places emphasis on natural developments occurring within society 

itself and maintains a corresponding degree of skepticism towards any 

grand initiatives on behalf of the state or the national government  

C.  modernization theory argues that, given the right conditions (good but limited 

government), societies will usually progress along the lines of five basic stages of economic development:

  

1.  traditional society, 

  

2.  preconditions for take-off, 

  

3.  the take-off, 

  

4.  the drive to maturity, and 

  

5.  the age of high mass-consumption

III.  The Classical Marxist Theory; or The World According to Karl Marx and Friedrich 

Engels

 
A.  like the liberal fable, the Marxist view also presupposes a somewhat Victorian 

notion of progress

 
B.  according to Marx, social and economic development follows a five-stage 

path: 

  

1.  tribal ownership (primitive-communal stage), 

  

2.  ancient communal and state ownership (ancient mode), 

  

3.  feudal or estate property, 

  

4.  capitalist ownership (capitalist mode of production), and 

  

5.  revolution and workers’ ownership of the means of production 

 
C.  Marx also occasionally referred to an Asiatic Mode of Production, at once 

despotic, non-developmental, and distinct from Western forms of private ownership—this view has since received a great deal of attention and 

indeed criticism

IV.  The Dependency and World System Theory; or The World according to Raúl 

Prebisch, André Gunder Frank, Immanuel Wallerstein, Samir Amin, Arghiri 

Emmanuel, et al 

 
A.  the ‘backward’ nature of most Third World economies is not a natural state of 

affairs but rather the result of their position in the history of world economic developments (dating from the 16th century) and thus their contemporary position within the global capitalist market economy in 

general

 
B.  these scholars argue that the global capitalist system is defined, above all, by 

an international division of labor within a unified system of production and exchange; they characterize this system, moreover, as a globally continuous chain of exploitation, stretching from the core to the periphery, thus serving the exclusive interests of the stronger metropolitan economies 

at the expense of their weaker satellites 

C.  in other words, surplus wealth from the global production and exchange 

process is constantly appropriated by the metropolitan societies, leaving Third World societies in a perpetual state of underdevelopment; this condition does not mean that their societies have not experienced the effects of Western capitalism but rather that contact with Western capitalism has itself served to make Third World societies somehow dysfunctional, thus actually retarding their development: Frank termed this 

process “the development of underdevelopment” 

 
D.  in turn, these scholars have often argued that the only way for Third World 

societies to achieve economic development is to break this alleged chain of exploitation—and thus the dominance of the metropolitan states (Frank 

is sometimes called the ‘spiritual father’ of the Cuban Revolution)

 
E.  to this conception of the satellite-metropole relationship, Wallerstein’s Modern 

World System theory adds the notion of the semi-periphery to those of the core and periphery; the semi-periphery serves, in his view, as an intermediate set of societies achieving a degree of development, yet only to the extent that such  developments serve the interests of the core 

economies and their ongoing hegemonic control over the periphery
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