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Chapter 1 

 

An Introduction 



Why India is Mixed Economy? 

• Poverty alleviation 

 

• Protection of poor 

 

• Planned Development of country 

 

• Distribution of necessary resources 
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• Debate on Factors of Productions is very old 

 

• Should State Produce or Private productions 

should be allowed  

 

• Or is Mixed Economy the best solution 
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Which is the best type of Economy 



• Process of Pauperisation of Masses 

• The governments took control of producing and 

supplying some basic goods and services which are 

known as ‘public goods’.  
• 50% of GDP was spent on Public Goods (Schools, 

Healthcare etc) 

• Private goods were given free 
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Capitalist turning to Mixed Economy during 

Depression/COVID Calamity 



• Oskar Lange suggested the same things for the 
socialist economy  

 

• Lange praised the state economy but suggested to 
look towards Capitalist Economy 

 

 

• Advised Market Socialism (coined term) 
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Market Socialism 



• Glasnost 

• Perestroika 

• Open Door Policy 



• Failed Mao Zedong's 
Policies (Great Leap & 
Great Cultural Revo) 

 

• In 1985, China announced 
its ‘open door policy’, the 
first experiment in ‘market 
socialism’ under Deng 
Xiaoping 

 

 



Is Market Socialism a success  

• Soviet Union, ideas of ‘glasnost’ (openness) and 
‘perestroika’ (restructuring), resulted in its disintegration. 
 

•  it  was ‘a political fallout of an economic mismanagement’.  
 

• China was prepared for a phased shift 

 

• 1980’s was a fix for world governments 
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Is Market Socialism a success  



Mixed Economy Countries 

• Post 2nd world war many countries decided to adopt Mixed 

Economy 

• India, Malaysia, Indonesia, etc., to name a few.  

• In 90’s World Bank took authoritative step to open up 
Indian Economy 

• IMF and WB asked governments to mark their territories of 

interventions 

• WB rejected both State and Capitalist Models 
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Mixed Economy Countries 



World Development Report 1999 

• Report advocates for a ‘mixture’ of both the economic 
orders, i.e., the mixed economy.  

 

• It highlighted that both concepts compliment each other  

 

• Hence it is advisable to have a balanced blend of both 

the economies 
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World Development Report 1999 



• There evolved three distribution systems also evolved with 3 

economic systems 

 

• Capitalist distributed through markets 

 

• Socialist distributed without markets 

 

• Mixed Economy distributed it through hybrid system 

 

 



Washington Consensus 



• Originally for the Latin American Countries 

• Intended to address the real problems occurring in Latin 

America 

• The term coined by the US economist John Williamson 

• This is a set of neoliberal economic prescriptions made by the 

International Monetary Fund, the World Bank, and the U.S. 

Treasury to developing countries that faced economic crises.  
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Washington Consensus 



• It recommended structural reforms that increased the role of 

market forces in exchange for immediate financial help.  

• While some said that the Washington Consensus was used to 

impose harsh conditions that were unhelpful for economic 

recovery,  

• others have argued that although not perfect, it was favourable to 

long-term economic growth in developing economies. 
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Washington Consensus 



• Low government borrowing to discourage developing economies controlling 

high fiscal deficits relative to their GDP. 

• Curtailing Subsidies and focus on long-term growth supporting sectors like 

primary education, primary healthcare, and infrastructure. 

• Tax reform policies to broaden the tax base and adopt moderate marginal tax 

rates. 

• Interest rate libearization i.e. Market determined. These interest rates should 

be positive after taking inflation into account (real interest rate). 

• Encouraging competitive exchange rates through freely-floating currency 

exchange. 
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Reforms suggested 

https://www.intelligenteconomist.com/gross-domestic-product-gdp/
https://www.intelligenteconomist.com/real-and-nominal-interest-rate/
https://www.intelligenteconomist.com/real-and-nominal-interest-rate/
https://www.intelligenteconomist.com/real-and-nominal-interest-rate/
https://www.intelligenteconomist.com/real-and-nominal-interest-rate/
https://www.intelligenteconomist.com/real-and-nominal-interest-rate/


• Adoption of free trade policies. This would result in the 

liberalization of imports, removing trade barriers such 

as tariffs and quotas. 

• Relaxing rules on FDIs. 

• The privatization of state enterprises. Typically, in developing 

countries, these industries include railway, oil, and gas. 

• Deregulating the Industries and Making them competitive 

• Development of property rights. 

20 

Reforms suggested 

https://www.intelligenteconomist.com/trade-barriers/
https://www.intelligenteconomist.com/trade-barriers/
https://www.intelligenteconomist.com/trade-barriers/
https://www.intelligenteconomist.com/tariffs/
https://www.intelligenteconomist.com/quotas/


LPG is Key 

Privatization 

Globalization 

Liberalization 



Liberalization 
 

• To increase competition 
amongst domestic industries. 

• Encouraging Foreign Trade. 

• Opening up Industrial Sectors 

• De-Licensing (ending license raj) 
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Privatization 
 

• By disinvestment 

 

• By withdrawal of governmental 
ownership and management of 
public sector companies. 
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Globalisation 



• Nothing but Neoliberalism 

 

• Market Fundamentalism 

 

• Advent of Globalisation 
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World Views 





Neo-Liberalism 
• It tends towards free-market capitalism and away from 

government spending, regulation, and public ownership. 

 

• Neoliberalism supports fiscal austerity, deregulation, free trade, 

privatization, and greatly reduced government spending. 

 

• Promoted vastly by Pinochet, Thatcher, Regan, Roger 

 

• ‘There is no alternative’ approach 
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Market 
Fundamentalism 

• Market fundamentalism includes 
an unshakable belief that 
free markets maximize individual 
freedom, and that they are the 
only means to economic growth 

 

• Market fundamentals reject 
Techno-progressive policies such 
as the Social wage, Universal 
health care, and the Basic income 
guarantee. 
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Criticism 
• Some economists argue that free trade is not always in the best 

interest of developing economies 

 

• In Long Run projects govt investments are always required 

 

• China has been taking benefit of this in African Nations and 
under developed countries 

 

• Privatization can often lead to companies ignoring certain low-
income markets or the social needs of a developing economy. 
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Criticism 

• 2008 US subprime crisis showed us a different 

picture 

 

• Joseph Stiglitz End of Neoliberalism 
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Solutions 

• Keynisian economics remains the only option 

 

• Paul Krugman - idea of ‘interventionist state’ 
 

• Amartya Sen  

 

• the Three Arrows of Abenomics 

 
32 







• Idea by Joshua Cooper Remo 

 

• Chinese Model of economic development based upon 

policies of Deng Xiaoping since 1976 

 

• An alternative to the Washington Consensus also called as 

anti-Washington Consensus view for the growth of 

developing countries. 
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Beijing Consensus 



Based upon 3 main pillars 

 

1. Constant experimentation and innovation; 

 

2. Peaceful distributive growth with gradual 
reforms; 

 

3. Self-determination and inclusion of selective 
foreign ideas 
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• Higher attention as great recession hit the western 
economies  

 

• China grew double digits. 

 

• Became role model for world 

 

• things which worked for China may not work for 
others due to heterogeneous issues.  
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• Chinese rise was declared as the ‘death of market’ and ‘rise of state-led 
growth’ 
 

 

 

• Till 2010 it was Chinese growth took a downturn in recent times, experts 
have advised double caution in blindly following this model.  

 

 

 

• Some experts believe that the rising protectionism across the world 
(especially the USA, the UK and other places) has been caused by an 
inclination towards this model only. 
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• alternative to the Washington Consensus.  

• by the then World Bank group President James D. 
Wolfensohn (in Santiago) for the developing 
countries. Core 

• idea of this model is inclusion which should not be 
only economic but social too.  

• This way, this is a socio-economic development 
model and is bound to have its local characteristics.  

• Idea of Inclusive growth 

• India Adopted it in 2002 
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Santiago Consensus 



• Despite failure during great depression 

 

• But it kept coming in various countries 

 

• the Washington Consensus (post-1985) and  

 

• the second after the official acceptance to 
Globalisation (via the WTO, post-1995).  
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Capitalism as a Tool of Growth Promotion 



• On the other side many experts believed 

sub prime crisis was nothing but an 

overestimation of capitalistic tendencies 

 

• Capitalism had put the world to disaster 

twice  

41 

Capitalism as a Tool of Growth Promotion 



Capitalism 
promotes 

growth 
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