
Perspectives on Development: Liberalism (Neoliberalism), Dependency, 
World Systems, and Participatory Development  
 
Liberalism is the leading economic theory in the world today.  The core concepts, such 
as supply and demand, free trade, and laissez-faire government, were formulated in the 
late 18  century.  Today, liberal market prescriptions have become the main economic 
policies of most governments and IGOs.  Liberal economists advocate economic growth 
strategies.  They agree that economic expansion produces higher incomes, which in turn 
generate more demand for products, greater growth, and more jobs.  This pattern of 
mutually reinforcing supply and demand produces an upward growth spiral which 
enables an economy to break out of the cycle of underdevelopment.  Economic growth 
from this view is best achieved with a minimum of government intervention and a 
maximum of people willing to invest their capital. ( The response to the oil-induced 
recession of the 1970s was the emergence of a new paradigm returning primary emphasis 
to growth based on markets.  This was called the Washington Consensus by its 
supporters and neoliberalism by its critics.  There are four main elements in the 
neoliberal model:  1) neoliberals believe that the economic difficulties of less-developed 
countries have been cause by too much state regulation of the economy.  2) countries 
must control inflation and limit their debt by balancing their budgets.  3) they must rely 
on private enterprise and competition as the engine of economic development.  4) 
countries should pursue free trade with other countries by reducing tariffs and other 
barriers to trade.) 

th

 
Dependency theorists contend that liberal economic theory ignores the particular 
problems faced by poor economies.  Their core principles directly challenge those of 
liberal economists who conceive of the international trading system as capable of 
benefitting all through free trade and specialization.  In contrast, dependency analysts 
argue that free trade is in the interests of businesses in the industrial world and that they 
use their size and wealth to keep primary commodity prices low by playing suppliers in 
various countries against each other. They assume that the structural inequalities between 
the industrial and developing worlds result from conscious policies followed by the 
already developed countries.  Free market advocates advise developing economies to 
open their local markets and allow foreign investment as well as imports of manufactured 
goods.  They also encourage the production of cash crops in which developing countries 
have a comparative advantage.  Dependency theorists counter that such prescriptions will 
only increase dependency by perpetuating the unequal relationship with the industrialized 
world, which uses the developing world as a source of raw materials and cheap labor. 
 
World Systems Theory sees the capitalist world system as involving a global division of 
labor in which some regions prosper and others languish. In this view, there are four 
regional types: core, semi-periphery, periphery, and external.  Core states in Europe and 
North America are the main beneficiaries of the world economic system at the expense of 
countries on the periphery.  Underdevelopment is understood as a product of imperialism 
fostered by industrialization as core societies search for new markets and raw materials.   
 



Advocates of Participatory Development argue that relying on economic growth and 
industrialization to alleviate the problems of the world’s poor has not worked for the vast 
majority of developing countries.  The focus should be on directly raising their quality of 
life using strategies available now, rather than waiting until industrialization produces a 
trickle-down effect.  Often termed a basic-needs approach, or sustainable development, 
participatory development produces more and better-quality food to reduce malnutrition, 
and it improves primary medical care, education, and housing.  While economic growth 
may occur as a result of meeting basic needs, it is not the goal in and of itself.  In fact, 
making growth the primary objective has often reduced the poor’s quality of life because 
scarce resources are redirected and invested in increasing the production of cash crops 
instead of food.   
 
Since industrialization requires very high levels of capital investment, participatory 
development advocates question why it is viewed as a goal.  It sets a standard that invites 
failure, given the overwhelming problems developing economies must overcome.  Why 
emulate the process used and advocated by the already rich, one that enables them to 
become richer by creating investment opportunities in developing economies?  Ordinary 
people can improve their lives without industrializing first.  In this approach, 
development projects are designed to meet basic needs.  Then, local people who will 
benefit and maintain the projects must participate by making decisions as well as 
providing labor.  Locally available resources and technologies that do not cause harm to 
the natural environment must be used.  


