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Abstract: The essay argues that the influential Washingtonseosus neoliberal economic
philosophers assume that market and price mecharshould be promoted to achieve economic
development and calls for economic liberalizatiowlermining the role of policy instruments. On
the other hand, the Beijing model development poladvocators pronounce economic
liberalization in a closed politics. The successha&f Beijing model posed profound challenge to
the discipline of economics as the reform pathsyed by Chinese policy makers embarked on
centralization of politics and decentralization exfonomic affairs to sub national governments.
The essay challenges the presuppositions of thgsenants. It maintains thainy development
model cannot be universally applicable and realdévelopment policy should emerge out of the
economic, historical, social and cultural expereanof a country while learning from the best
practices of developed and emerging nations withénframework of its own practical realities.
Development should be local choice and developrpelity must be interpreted in the historical
and social context of the society. It then conteadievelopment policy is neither essentially evil
nor good. Development policy is better seen a®Wilig from recognitions of its deontological
processes and teleological perspectives than idigtsingle universal path to prosperity
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strategy, contemporary debate

Introduction

and Beijing model as a development policy in thecighlines of political philosophy, economic philpéy,

economics and the social sciences. It looks pdatiguat the subjects of contemporary debate among
scholars in favor of the Washington consensus &edemerging model of Beijing. Advocators of thenier
pronounce the importance of liberalization, and tbé impact that it brings in the process of ecomomi
transformation. Advocators of the Beijing modelthe other hand, have been arguing in favor of cgswditics and
open economy as a principal path for economic foamsation and development. In this paper, | preséet
following argument. Any development model cannot be universally applicand realistic development policy
should emerge out of the economic, historical, &aid cultural experiences of a country while lgag from the
best practices of developed and emerging natiottimihe framework of its own practical realitie3o defend this
argument, | first explore the Washington consemgwelopment policy prescriptions in line with irfeere between
the state or politics and economy and assess alatonship exploiting insights from contemporatjilpsophy of
political and economic sciences. | also examine enitijue the specific foundations of Washingtomsensus
which is neoliberal economic theory, using conterappphilosophy of political and economic sciences.

The paper brings together issues arising from rebemd theoretical developments on Washington ctsose

The conventional and traditional liberalizationdahewhich was developed as the Washington consenighshe
works of John Williamson (1989) calls for strengtimgy market and price mechanisms subordinatingrahes of
policies for development and economic progress. @él@n this prescription is hardly workable for deyping
economies because of institutional and technolbgicblems. The institutional arrangements andrtbapacity in
developing economies are weak to apply the Washingbnsensus liberalization policy prescriptionsoisg legal,
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political and economic institutions are essentralcpnditions for liberalization for the fact thhete institutions are
important establish and enforce laws, rules andlatigns.

Developing economies are not producers of techryadmgl new methods. That is developing economiep@ue in
innovation because of low human capital developntterugh education and training. For economic desmlent
human capital is essential for efficient utilizatiof other natural resources. In developing ecomermmarkets
(factor, goods and services and financial markats)mperfect and financial markets are nonexisteabme of the
developing countries. The author critiques this etagsing contemporary literature in politics, econcs and
philosophy. The author elucidates the way forwamddeveloping economies to achieve economic tramsftion
and development raising such questionsvesy the Washington consensus which proved the icaseestern
economies failed in most of the emerging economMiédsét is the interface between politics, state aoohomy? Is
the individual right based capitalist economic pgliabsolute? Is individual interest based neolibelaelopment
policy compatible with collective interest? Whathg Beijing model all about? Is the Beijing modelkelopment
policy sustainable? Is there single path to ecomopnosperity? How economic liberalization is reldt® political
liberalization? How social cultural, economic andstorical experiences affect development polidy8r
spotlighting these ideas, this article reviews therent economic literature on the conventional dem of
Washington consensus and the Beijing model devedopipolicies.The author answered these questions from the
perspective of critical argument analysis providawidences from research, theory and practices.

The focus of a body of research that has been daneconomic liberalization and Beijing model hagrben
debating the superiority of either of the two thmnwhat should be done by developing economiestggople
living in absolute poverty out of that evil. Finglthe intent of this paper is not to engage inggstjons of the non
interventionist policy of Washington consensushar interventionist policy of Beijing model or nat praise any of
these policies but to explore the changing fouldatf economic development methodology; for the ainthis
paper is to motivate discussion concerning econsihiat takes into consideration the social, culfiniatorical and
economic resource dimensions, in terms of raisimgraness about the foundation that informs forreebnomic
development models and not necessarily in termgewéloping these models. Thus, the goal of thispéapnot to
degrade the power or even to deride the importahtfee notion of both economic development poliogseriptions
or to offer an alternative economic developmenthoéblogy; rather, it is to review and discuss theent changes
in economic development methodology vis-a-vis comgerary philosophy of political and economic scierand
the practical realities.

This article is organized as follows: the next sgcrintegrate the topic into the philosophical soof the Current
State of debate on Economic development policy @nodide an overview of the economic studies dealirittp
Washington consensus liberalization policy and Beding model of developmental state polichhis section
examines the philosophical and theoretical foumaatiof Washington consensus liberalization thearg the
Beijing model and provides an analysis of the pratignrealities in line with the theories. The seta@ection
examines in detail the current state of contemgodabate on development policy as a result of Asraising
economic stars (china, Singapore, Taiwan and Kgweadponing political liberalization which is a defre from
the conventional wisdom. This section criticallyazes the justifications for rejecting both modahsl looking in
to once own realities for developing economiesgyothakers providing thorough and critical analysfigvidences
from research and practicehd last section of the article summarizes the dson and points to a couple of steps
which should be undertaken by developing economigsin the path of economic prosperity.

Historical Evolution of the Current State of Debateon Economic Development Policy

The contemporary debate in development literatsirettiether the Washington consensus model of lilzetain
could bring economic and social transformationdeconomies in which millions are living in absolpiverty. The
Washington Consensus is a prescriptive set of dilztion, privatization and deregulation measuttest the
Washington-based institutions (IMF, WB, US Treasuapd Federal Reserve Board) have been imposing on
developing countries, beginning in the late 198 summed up by John Williamson (1989), the magredients

of the Washington consensus liberalization poliey a

1. fiscal discipline (low budget deficits if not batzed budgets)

2. redirection of public spending towards public goedth high social and economic returns like primary
education, primary health care, and infrastructure

3. comprehensive tax reform (such as lower marginaisyebroadening of the tax base, and enhancement of
tax collection efficiency)

4. interest rate liberalization in conjunction witindincial sector liberalization
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competitive exchange rate

capital account liberalization to attract foreigredt investments

privatization

deregulation (expanding economic freedom by rengbiarriers to entry and exit)
securing property rights

©Ce~NoO

Its origin could be traced back into classical egoit thought pioneered by Adam smith’s bddihe Wealth of
Nations” published in 1776. This policy model is basedttom fundamental assumption of self regulating marke
through price mechanismanarket as invisible hand with individual rationdia@ice”. Suggested policy tools limit
the role of the state to public works, issuingegulatory frameworks and law enforcement arguirag gfovernment
intervention in the economy in the form of ownepshproduction and sale of goods and services ld¢ads
inefficiency of economic operation and management.

Neo liberal economic philosophers like Friedrichghat von Hayek in the use of knowledge in sociédi94f),

claimed that the price mechanism serves to shatesyamchronize local and personal knowledge, allgvsiaciety's
members to achieve diverse, complicated ends thraugrinciple of spontaneous self organization. ¢kagoined
the term catallaxy to describe a self organizingtesy of voluntary co-operation. For Michael Polaityivas fears
of totalitarianism that led him to a belief in timeportance of the free market in preserving libentyl exploiting the
tacit knowledge of society as a whole (Wittman, P1d99). Like Hayek, he believed that such marketse not
conscious inventions but evolved habits, sharind synchronizing local and personal knowledge iniedhg

diverse ends among society's members through eiplerof self-organization. Hayek viewed the pnmechanism,
not as a conscious invention (that which is intamily designed by man), but as spontaneous ocdemhat is
referred to as that which is human action but fitlusnan design.

Milton Friedman's essay; The Methodology of Positisxconomics (1953)rovided the epistemological pattern for
his own subsequent research and argued that ecesm@wmiscience should be free of value judgments torbe
objective. Moreover, a useful economic theory stiche judged not by its descriptive realism but tgysimplicity
and fruitfulness as an engine of prediction acewydio Friedman. Theses economic thinkers triedejpasate
politics or state and economics which are in facioading to my view inseparable. Economic policgidiens are
ended political decisions and at the same time @oan policy affects politics (Ayn Rand 1964, 198Pplitical
power grants the ability to change economic instis or undertake redistribution of income and hiear his
power is regulated by political institutions whielktablish limits of political power and determirtesn political
power changes hands. Political institutions incladestitution, electoral rules, constraints imposadhe power of
the executive by other branches of the governmedt @olitical parties. Economic institutions and ithgolicy
implications influence the operation of politicaktitutions and therefore linked to political power

Neo liberal economic thinkers have been preachiagatcation between politics and an economy thoigih t
demarcation cannot be observed or implemented actipe. To extent non interventionist policies aresued
markets proved to fail to allocate resources effitly. This fact has been evident with the majarbgl economic
crisis of the recent past (1930's, 1970’ss, 19%0id 2007’s) the wave of which begun from the méfmeralized
economies. Although the first signals of an inceghstate intervention in economy dates back to &veviar |
(Burlacu, 2004), the first landmark critics agaimtassical liberalization theory was coined byhn Maynard
Keynes'’s publicatioriGeneral Theory of Employment, Interest and Mone&ytien the world economy was in the
middle of depression in the 1930’s. Keynes obpkttethe classical approach, which viewed individuengaging

in transactions to increase their benefits follgyvmtional arguments, and argued that individais have non-
economic motives and that they are thus not alwatisnal in the pursuit of their economic intereghat is,
individual economic rationality may lead to an aute that is collectively sub optimal in terms ofaerce
allocation. It is seldom possible to have stable society amadblsteconomy with government hands limited as
suggested by neo liberal thinkers. Keynesian ecdmophilosophers reaffirmed this fact and suggested
interventionism policies as desirable through tremipulation of monetary and fiscal policies forbéliaation. The
Keynesian argument that refers to a market asaibtregulating has been consistent with the pragneconomic
realities.

When it comes to human rights neo liberal thinkemsnounce equality of human beings but in theirnecoic
philosophy the same people advocate inequality lwhight result in social welfare loss and cri§ls.isn’t political
action important to at least reduce such welfargs|@ not to eradicatePanswer ended it is not only important but
also imperative. Economic inequality and welfaiisisrcould lead to the prevalence of crime, roblvenich is basis
of social crisis. If we understand modern statd it camera of Thomas Hobbes and John Locke wet mwignder
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whether we can separate politics from economy. Ating to these philosophers the state is the pitoofuconflict,
war and competition that lead to a social contbgcsocieties to have protection or security frothied party which
is the government. A society in natural state atdiogy to these philosophers employs physical fooceurpass the
competition and to win the wars involved. In suchktae the power of reason is undermined by theesugcy of
physical force in relationship of members of theisty. Government therefore, should establish 8ntd the
freedom or rights for protection of public interéistough well defined legal jurisdictions to avaitbitrary action.
Rule of law and political reforms are necessargvoid use of revolution to correct imbalances. dtige, corrupt
practices and partiality in the application andoeoément of laws and regulations are fundamentabes of
revolution. Hence, reasonably just system, crinmiray and disciplining corrupt practices and imgrapplication
and enforcement of laws and regulations are esgeatavoid revolution.

Debating liberalization theory was further intereifwith the works oMarx and Engel (Al Campbell 2010) in their
explanations of dehumanizing aspects of capitaljistem. The Marxists argued that the inherent edidtions of
capitalism would lead to its downfall and replacemiey communism (Marx and Engel976(1845). In line with
this view they suggested state ownership of meokpsoduction as appropriate for equity of humaimgs. Those
economies which subscribed to the Marxist systemevweing to record enormous improvement though thene
not able to sustain because of excessive limitumdn freedom (Ayn Rand 1964, 1982). The saga dbaglo
dominance between the former USSR and USA was gdadl with the victory of the American based cajsital
system with complete collapse of the former in tage 1980’s. This is the period when the Beijingdelo
development policy laid its foundation because alsicommunist party refused to accept the policgadsition of
the Washington consensus development model in @heerof policy advice by the World Bank and Inteiorzl
Monetary Fund pushed by the USA and its strongsllChina continued to record historic economicetigpment
through its acclaimed Beijing consensus and thgnied the debate on development policy. The irbese is there
is no Beijing consensus conventionally agreed ughooughout the world as opposed to the Washingtorsensus
liberalization. The Beijing model is a rationaliat of a pragmatic response on the part of the €@rdeadership to
economic and political pressures. Ecumenically,ntfoelel focuses on consideration of economic liliatibn in a
closed political system and hence it is restricfivaerms of public participation in the politicatocess towards
development of democratic leadership through supmprand organizing alternative political partids. the
economic dimension the model appreciates both siatk private capitalism. The role of the privatetse
development is well recognized with this respeat dre political leadership provides the necessappsrt to the
sector. But, in the political arena Chinese modehmtes single party rule which significantly réstthe scope of
public participation in the political process. Litarians argue for multi party system as one of ghiars for
democracy although there has been controversy whethulti part politics bears inherent values whiebd to
liberal democracy. The contesting argument is éhedtion financing in multi party system might le@adcorruption
and democratic rent seeking. Multi party systemnasexistent in the Beijing development model adtigal
leadership in china pursued single party politics.

For Beijing development model uniform and consistdafinition is missing in the plethora of develogmh
literature about this model. According to Ramo @0@he Beijing model is composed of three theorerhe first
theorem repositions the value of innovation. Theosd theorem demands a development model where
sustainability and equality become first consideret, not luxuries. That is, the model rejects Gi3Ra measure of
growth though China’s statistical authority annyaiports the growth of China in terms of GDP gtowdte. The
focus on equality and social welfare is not a nenspective. It has been practiced for years intbst specifically
in Europe for decades by political systems whichsstibed to the fundamental principles of sociahderacy.
When evaluated in itself the out come of Beijing@lepment model resulted in unequal society iniapatcome
distribution (Shenggen Fan, 2008) and individualome distribution (Jefferson and etal, 2007; Pauldfan,
1994). Marc Blecher and Oberlin College (2005) arhthat china’s economic restructuralization armgn since
1978 lead China to become one of Asia’s most urlesp@eties. Finally, Beijing model contains a theof self-
determination, one that stresses using leveraget@ big, hegemonic powers that may be tempteckéalton your
toes.The third theorem seems to discuss the foreigitypdimensions of development and the need foestd
remain independent of other states, especiallyJti®eand its strong allies. However, rejecting séadited policy
prescriptions and avoiding bilateral cooperatiom tavo distinct things. Bilateral cooperation basednternational
agreements and sovergneity of states is importantdmprehensive transition within the frame wofldomestic
development policy.
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For Van dijk (ed. 2009) Beijing model developmeatiqy is priority given to stability, tied aid, wiwin, and a role
for the private sector in a government lead develemt model and less attention given to democrahg. flaw in
this definition is that less attention to democraoygl sustainability of stability which is a prigritn the model are
hardly compatible owing to libertarian theoriescdngruously, the Beijing model envisaged stabitityough
undemocratic system of governance. Richard M. Bind Robert D. Ebel (2005) for political instituteomo be
sustainable there are only three ways. These lade with:a) the creation of common ideology or belief system
through which most people may simply share the nyidg values committed to maintenance of insttog b)
putting into place a series of checks and balarmethe legal and institutional systems and c) bgiyhe loyalty of
potential territorial dissidents at least for a tmThe third option might have adverse consequeneeause of
granting monopoly privileges or rent to one’s supg@® in a manner that not only pays for politisapport but also
tends to deter ‘shirking’ since what has been gir@m be taken back.

The standard Washington policy prescription clathre without democracy as mode of governance sustaof
stability is very difficult because of the fact thandemocratic leadership inevitably would leadtanrevolution
against dictatorial rulers. This is the fact evickh in the recent revolutions in the Arab countvidsch ignited in
Tunisia followed by Egypt and then expanded to Middle East countries. Purely on economic indicattirese
countries received complementary reports from ir@onal monetary fund and the World Bank. On goaace
indicators, however, according to transparencyrinatonal, these countries are identified as havingupted
system where the rule of law is compromised. Howetree Chinese model emerged to be a peacefupdsing
critical questions on the conventional economicdeia. Hence one is not at fault to ask why the Gdene
development model emerged to be peaceful rise \ttdes not comply with the conventional econorhioking.
Although china is a unitary state (Chenggang XW)80sub national governments play significant qaleely on
economic decisions while the central governmentrotsithe politics through personnel control. Timgplies that
economic decisions are highly decentralized andtigall decisions are centralized. He further argtieat sub
national governments in china practically have mauthority than their federal counterparts aroureworld. On
top of that the Chinese government has signifidat@rvention in businesses even when enterprisepivately
owned (North, 1981; Acemoglu and Johson, 2005)s Tiikes the Chinese development model unconvehtioda
complete contradiction to the standard Washingtdity prescriptions (Weitzman and Xu, 1994; Rod&aR06).

Bruce J. Dickson (2006), “Beijing consensus” sutgésat rapid economic development requires adtadership
by political elites committed to growth and thatharitarian rule is necessary to sustain thesegpoash policies.
On the surface it seems that china’s emergencdidiat@d the hypothesis that economic reform withpalitical

liberty is weak. The fact is that china practicedrhing from developed economies within its owrcfical realities.
Yasheng Huang (2010) argues that the Washingtos&sus view describes the Chinese growth experisetter
evidencing that the Chinese personal income/consamgrowth was strongest when China had in pléaose
policies closer to those standard prescriptionhefWashington Consensus (in the 1980s) and thisthrslowed
down substantially during the period when the BegijjiConsensus policies were adopted (during and tfte
1990s). Yashing's evaluation of the Chinese mosldlased on economic performance ignoring the wayhich

the political system of china interacts with itoeomy. A plethora of economic literature on thef@enance of the
Chinese economy confirmed that it is remarkabléeasgiment and unparalleled in the history of develept with

9.5 annual growth rate for about 25 years in a (World Bank, 2002). The paradox to the advocatdrshe

conventional economic development theory is howoantry with a communist political system emergeshé
dominant in the global political and economic afaiThe regional decentralization in china leadstd national
governments control over a substantial amount séueces, such as land, firms, financial resoureesrgy, raw
materials(Granick, 1990; Qian and Xu, 1993; Shi#93). Sub national governments are major playethd bulk
of the Chinese economy. They can under the supenvidf the central government (Naughton and Yar@f)42,

initiate, negotiate, implement, divert and resgfbrms, policies, rules and laws. This resulteddmpetition among
sub national governments for achievement in ecooamiicators while the central government overgbegolitics
through directly appointed leaders and personnairab

Economic development in China has not been accoiegdoy political liberalization and hence the fatuof
Beijing model development policy is still debat@dhe former Soviet Union and Yugoslavia were ableetword
remarkable economic growth under Leninist systeaot.vi®2 know how that history ended with completdaqsde of
those political systems. The sustainability of deselopment of china is a kind we should stay awis lieu of the
degree to which the political system would be opgniAs hypothesized by developmental policy advarsait is
possible to silence the public with compulsion &de to bring economic progredsor how long is that possible?
China’s policy makers unreservedly and openly deddhat Liu Xiaobo, its citizen who has been humghts
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activist does not deserve Nobel peace Prize awa@81® to which he was chosen. Chinese governneamted in a
similar fashion to the reactions of the Soviet Unfo the award of the prize to Andrei Sakharov373 and of the
Burmese government to the award to Aung San SuurKy®91 making it forbidden to travel to Oslo &xeive it.
Nothing more than this is an indicator of the fiuett china is still not willing to accept diversity thought. Paul T.
Zeleza and Philip J. Mc Connaughay (2010) arguetiithman rights are as much about economic andlsigits
as they are about civil and political rights. Thebbesian foundations for rights based in social cattifzeory and
ideas of security are rejected by the Chinese mddelording to Merry Sally Engle (2006) human riglare deeply
compatible with neo liberalism and its emphasisiratividualism and free choice assert the radicakiaf the
equality of every individual and the importancepobtecting those individuals from abuses of stategr. Merry
Sally Engle argued that what human rights actuallan is itself a product of local ideological analitral
histories. This is the reasoning from Chinese aittee when they are accused of violation of hurights by the
international communitylt is understandable that local ideological andtjpall histories influence the development
path of a countryHowever, the fact that a human rights approacheteibpment (kapadia 2002; Rajagopal 2003,
2005) offers a more balanced understanding of tlseakcosts and benefits of development, apprapgahe idea
of human rights into the development project itéelf been evidenced in contemporary developmenatitre. A
human rights approach states that the processvelafmment is as important as the outcome, andititited the
process largely determines the type of outcomastieg from development activities. China, whictshreever been
subject to structural adjustment programs (Max ReP@10, Giovanni and Lu Zhang, 2010), achieved rist
significant reduction of poverty in history withiwwo decades through a gradual opening up refornegssothat
allowed for many experiments to test its own pétbwever, when politicians, economists and diplontalis about
China (Paul G. Harris and Chihiro Udagawa, 2004y thxpress concern about Asian security, econoanidgrade,
and human rightsThey also now routinely invoke the potential fooeemic development in China to do great
harm to the natural environment of East Asia anlééd the entire globe.

China’s authorities are still not willing to allotthe public to exercise freedom of speech, opinind political

participation in alternative political forces. Rudal pluralism is totally ignored though it is thmight project for

stable democratic progress. It is through politigiairalism that citizens patrticipate in the goverte system of a
country, and exercise freedom of expression. thirisugh this approach that the accountability ef gbvernment to
the public is monitored and outright corruption lcblbe minimized. All matters related to these issaee missing in
the Chinese development model. Ideally multipaggndcracies would be free of corruption, but in pecacit is far

from being the case. Indeed the financing of pmltiparties has been a driving force for corruptsen in well

functioning multiparty democracies. Hence, whatldahe Chinese model offer is not an alternativeetigpment

policy but it signals that any country should Idoko its own path. If there is something that depeng economies
can learn from China’s experience(Max Rebol, 2019n it is that there actually is an alternativeednventional
wisdom and that each country has to find its owtln,pl@aning on more than one point of reference gavblinely

taking into account history and local reality. Chig experience would not be the best lesson foeldeing

economies for on the one hand, it appreciates &tahian leadership of single party system andtandther hand
tries to disentangle economy and politics. The fhat the Chinese development model is anti hurigdrt is the

biggest concern of scholars of politics and ecomsnin contemporary development policy debate. Thithe

profound reason for those who question the sudigityaof china’s development model. Generally skag, what

developing economies can learn from china’s expeges that they have to look in to their own résdiin terms of
political, historical, social and cultural experoes to have genuine development path of their dvme. Chinese
developmental state model is unique when compaitidits counterparts such as South Korea, Taiwapad and
many others because the model is mainly charaetemdth authoritarian regime of single party rulasppolicies

conducive to capitalist development. Though theottevelopmental states allowed significant intetiem of the

government in economy through industrial policyeythollowed multi party rule in which dominant pagmerged
through public consent. However, all of them hawad periods of authoritarian rule during which tberidations
were laid for industrial development. To understdhd Chinese development model one must analyzs &

process of experimentation based on domesticiesatid identify what to do what not to do inste&dnaneuvering
with it in terms of sets of policy prescriptions.

Commentators of the Chinese development model attgatethe rise of china justifies the fall of thersdlard
Washington policy prescriptions. However, it is tiya® conclude that the success of the Chineselalgwveent
model suffices to justify the death of the Washimgtconsensus development policy. It simply sigrthkst
imposition of standardized policy prescriptions nmay work for countries with very different econamhistorical,
social and cultural experiences. The failure of\Wshington consensus is rather attributable tigitsrance of the
practical political and historical realities of addeping economies. The policy prescriptions andmaé were
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commended not on account of the practical realdfabe developing economies. Early 1990’s waspigéod when
most of the developing economies lack financial kets, industrial education was poor, and capacitemanage
these reforms were missing. Therefore, in the afssefhfinancial markets recommending financial iédization is
ended not compatible with the economic realitied.DC’'S and therefore, impractical. It was realistic suggest
how financial markets should be established angetp managedWhat if these economies consider liberalization
of financial institutions™Here allowing foreign banks in LDC’S are meanirdfuhey could extend credits to the
local peasants. But experience proved that thest@utions (Stiglitz 1999, 2004) come with foreigrvestors to
exploit cheap labor in developing economies.

The policy prescription of privatization of stateterprises on the surface seems plausible. Thdigahoealities of
developing economies demand both privatization siate capitalism. It demands privatization of sttéerprises
because government hands should go off the ecorsentors that could be operated by the privateose®n other
hand, those economic sectors which could creatge l@mployment opportunity but less profitable tovate
investors demand government investment resultingtate capitalism. Through this process with inseein the
income of the citizens as a result of economic si@mation leads to activated demand for industaat
consumable goods and hence an investment sectoh wiais not attractive once to private sector wigldome the
choice of the private sector. The situation woudtl government hands out of the sector moving &rtother sector
which is not promising investment sector for prevatwners. Compliance to the Washington consenslisypo
prescriptions has been used as conditional pararbgtehe World Bank and International Monetary Fuiod
development aid and loan to developing economigsuth the structural adjustment program. But the
conditionality of aid and loan to structural adjusht program for developing countries underminedgm@m
ownership (World Bank 1998). It is now almost umsadly agreed that an appropriate domestic polisyrenment
is a prerequisite for effective use of aid. Comditility is nothing more than a clear definitionvadfat is meant by
appropriate policy environment in specific programpsoviding a direct link between policy performanand the
continued flow of financial assistance.

The Washington consensus was an effort to univieesglbolitical ideologies and development policy gmactive
which was effective in the United States of Amerioal western European countries. In the processlaf@ng
economies were forced to accept the policy preierip as imposed. They were not allowed to practiwe
concepts in their own contextual realities. Althbuthe Western model political and economic reforims
developing economies were well-intended and undedstble (Max Rebol, 2010), they failed to recogrtizat
developing countries needed some home grown pslibiat reflect the situation on the ground, rathan a ,one-
size fits alt* approach that might have worked elsewhere in #st. The policy prescriptions were derived from the
historical, social, cultural, political and econe@mexperiences of western nations. Developing ecdgsm
experiences were not in parity with those of thestern economies. Those countries which adoptedexdux
approach (Brazil, china, Taiwan, South Korea anethdm) and practiced the liberalization policy bkt
Washington consensus within that framework achievesmarkable economic transformation.

Current State of Debate on Economic Development Fol/

Starting from the recent past there has been camsial debate concerning the precedence of palliileeralization
and economic liberalization another attempt to deata politics from economy. China’s and Singapearergence
followed by brazil as the economic stars with th@iticy of market liberalization before democratiag, in the

early stage of a country’s development resultethan debatable idea of market liberalization prewgdiolitical

liberalization. Though this policy is opposed te tlnpredictable reform path experienced by Cemtndl Eastern
European countries of the former socialist blocjclipredominantly chose rapid and simultaneoustipali and

economic liberalization in the 1990’s (Claudia eand Pauline Grosjean, 2008 and Stiglitz, 20049haroved to
be the most successful emerging economies. AcapitdirClaudia Senik and Pauline Grosjean, and &tjdliatin

America also illustrated that political liberalizat can be an obstacle to the development of th&kehavhen
leaders need to impose unpopular reforms whilegogaponsible to their constituencies. This theanycludes that
the optimal route is to develop market institutioms first stage of development, and consider deatization at a
later stage.

Developmental state policy advocators (Lipset, 19%980; Miller et al.1994, 1996) postpone polititaeralization
and believed in precedence of economic liberabmatirguing that the desire for political freedond aemocratic
institutions does not arise until countries readedain degree of material comfort and marketrébeation. They
claimed that this sequence also meets citizengegmeces. This is the Lee’s Hypothesis of closddig®and open
economy for development policy and it worked foe tburrent Asian economic stars. This argument is no
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acceptable to neo liberal economic thinkers ofWheeshington consensus who inclined to the paralieralization
of both politics and economy. For Liberals, idealBvelopment policy should embrace parallel palitieconomic
reforms. Their arguments are that promotion of &#went both local and direct foreign investmengdsy with
political liberalization which builds the confidemof investors in the governance system of a shét®. liberals
argue that wealth accumulation if any under develepal state political and economic models is atadbst of
human rights and with intimidation. Developmenti@ts governments are viewed as non democrats blbiral
thinkers. It is evident that developmental staténgiples support state capitalism and strong haofighe
government in the economy. The democratic stateugethe developmental state is a false dichotom¥foahim
Fakir (2005). He argued that the DevelopmentaleStat the one hand and the Democratic State ontkte band
are not compatible. The debate on these two terassbeen cast in largely mutually exclusive termih va
tendency to confuse managerially, public sectofgperance and delivery as synonymous with the devetntal
state. Of course the developmental state is this,ithis much more. A developmental state involuéangular
alliance and cooperation between the governmeaptivate sector and the society at large. Itstage in which the
politics embeds itself in businesses. On the dtlaad, there is the tendency to conflate and corthesédea of the
democratic state with the classic notions of demicindicators — in all their guises, from theelibl to the radical.
But as radical as the conceptualization of the deatiw state may be, its exclusive focus on rigtgsponsiveness,
representation, consultation, accountability, ogts participation and voice is perhaps its weakneas the
democratic state is all of these things, but alsammore.

In history, there is a long debate on the relatighdetween democracy and economic development.lifke
between democracy and development can be expldased on the definition given to both. Huntingt®@%1) a
political system is considered democratic to themtxthat its most powerful collective decision makare selected
through fair, honest and periodic elections in whiandidates freely compete for votes and in whidlally all
the adult population is eligible to vote. SchumpdtE942) defined democracy as institutional arramget for
arriving at political decisions in which individsahcquire the power to decide by means of a cotiygestruggle
for the people’s vote. Working with Schumpeter'$imiton of democracy Dahl (1971) distilled the lfmlving seven
key criteria as essential attributes of democracy:

e The right to run for public office

* Freedom of expression

» Access to alternative sources of information theatreot monopolized by either the government or any
other single group

» Control over governmental decisions about poliaystitutionally vested in elected officials

» Relatively frequent, fair and free elections

» Universal adult suffrage

* Freedom of association (i.e. the right to form goid autonomous associations such as politicaigmrt
interest groups, etc).

Democratization demands not only transition to falrsiemocracy as suggested by Schumpeter’s defirtitid also
consolidation of the holistic system of democradyhis has been evidenced from the difficulties eqmeed by
regimes that have undergone the transition but proved the case in consolidating the democrati¢esys
Consequently experts turned out to look for a mawdracing definition of democracy based on the ephof
accountability. From the theoretical debate on wbanhstitutes accountability (Mainwaring and Weln@02,
O’Donnell 1996; Schedler et al. 1999) we can idgrtiree basic dimensions of accountability:

» Vertical accountability, which enables citizens hold their political leaders to account through the
electoral channel at specified points in time

» horizontal accountability, which refers to accoupitily mechanisms that exist within the distinctles of
government itself, whereby state institutions antharized and willing to oversee, control, redressl, if
need be, sanction unlawful actions by other stagétutions and

e Societal accountability, which refers to the (omggiwatchdog functions of civic associations, otR&0Os
and an independent mass media over the actioreditate

The definition of democracy based on the importaotcaccountability is compatible with the model ldferal
representative democracy which entails free andefactoral process, the respect of basic civil political rights,
and the provision of accountability mechanisms mssleto democracy (Diamond 2003; Amartya Sen 1%99a
According to Chambers (1996), this model of demogtzas been subjected to critics on the groundsegfecting
the ways of participation of the public. Chambeustifer argued that democracy should focus on irmhis
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deliberation and participatory processes. John @avw006) defined democracy as political projdati@veloping
and sustaining more substantive and empowereagiparticipation in the political process than wisatormally
found in liberal representative democracy alone.

Development has been defined in various approadlyescholars in the field of economics, politics and
development studies. Amartya Sen (1999b) definaeldpment as freedom which comprises in additiorth®
economic indicators of development; freedoms likenain and political rights, social opportunitiegnsparency
guarantees and protective security. This definigatails that, democracy should lead to developnisdides, the
recent debates on a rights-based approach to gewetd (kapadia 2002; Rajagopal 2003, 2005) focgsblean on
participation, accountability, and other elementsclv are compatible to those values underlying tutive forms

of democracyMichael P. Todaro and Stephen C. Smith (2005) ddfidevelopment as multifaceted process of
change, where economic, social, political and tustinal factors interact with ultimate goal of amicing the
condition of human lives. For Joseph Stiglitz (20@Rvelopment is a ‘transformation of society’ttbaes beyond
economic growth alone to include social dimensidesliteracy, distribution of income and life exggancy. Joseph
Stieglitz’s definition is inclusive of the varialsleised in the UNDP’s construction of human develepinmndex for
evaluation of countries’ development progress.

The conventional wisdom about the interface of denaoy and development claims that democracy isomaiton
for economic development. Amartya Sen (1999a) atghat democratic process does have intrinsic vatués
own right, and it should be expected to arrive @icy decisions in a way that is inclusive, pagitory, broadly
representative of different societal interestsygpamrent, and accountable though there has betho@ef evidence
that (see: Schmitter and Karl 1996), there is mgthinherent in the nature of a democratic systeat should
automatically lead to certain outcomes. This ingplieat it isnot always the case that people regard democracy as
beneficial for economic development. There has lmenpelling evidence documented in economic devety
literature that democracy emerges in a good shapases of higher rate of economic growth. Thelpmation of
the world conference on the Human Rights held inrdie in 1968 asserted that the “achievement ahagtrogress
in implementation of human rights is dependent lse ound and effective national and internatiomdicigs of
economic and social development”. This asserti@mseheavily influenced by the notorious analysigLapset
1959; Almond and Verba 1963; Moore 1966) that demmcwas more likely to emerge in countries witlatieely
higher levels of socio-economic development. Coselgr democracy is a luxury that less developed @
cannot afford because weak institutional and stirat{problems.

The conception in the standard policy prescript#othat democracy is instrument of development.iBis viewed

as an outcome of development by modernization ifisothat argue for emergence of democracy follgwtime

satisfaction of material desire. It is only in retdecades (starting from 1990’s) that it beconagigally correct to

link democracy with development. It is since theldhé of the 1990’s (P. Alston 1995), that the humights group

began to work more directly and constructively witleir development counterparts to promote righteda
approach to development. Rights based approadbvelopment gained prominence with the move froentkien

secretary general of the UN Kofi Annan in 1997ristiucting all UN agencies to contribute to themsttieaming of
the human rights based approach to developmentRedslinston and M. Robinson, 2005). Therefomhat some
new light does the Beijing model shed on understanithe relationship between democracy and devedopth

The Beijing model development policy rejected thguaent for democracy as precondition for economic
development as it follows model of political cetitration and regional economic decentralization emsingle
party system of governance. Through political caigation policy (Chenggang Xu, 2008), China’s ceg are
politically controlled by the Party and the natibm@vernment and Political power within China isessised
through the Party and the key of the political cohnis personnel appointments of sub national gowvemts by the
central government. Purely on economic matterssth® national governments in china has enormousaooit
power and have substantial involvement in the egoe® within their jurisdiction, including regionéirms. The
structure of the personnel control extends therakmovernment’s to officials of all levels of regis, from
provincial to municipal, then to county until thettom of the hierarchy, township government(Burb@94). It
provided the central government with a mechanismade regional officials comply with the centravgonment’s
policy (Naughton and Yang, 2004) and to achieveesamacro control, such as inflation (Huang, 1996 Beijing
model focuses on the idea of state capacity gongrthie process of economic development and thegeraent of
institutions properly matched to the policy objees than simply dictating standard policy presi.
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Liberals argue that investors feel secured in ébeed and democratic political systems. The argunté the
liberals proved the case practically for it was thah followed by the current globally known as usttially
advanced countries with the forerunner the UnitedeS of America and Western Eurofe. what lesson could the
least developed countries consider from this expegs? Can we think of single universal path telbgpment?To
find the answer to this questions one should silisscto the historical school thinking, structuradisand
institutionalism. Historical school thinkers argtreat policy tools and models that worked somewhaes not
prove the case in other social and historical cdateThey questioned the validity of the univerapplication of
economic and governance models paying specialtérituthe variability of history, culture and sdcgstems of
states. They advise states to look in to theirriv@te affairs when they try to import models andigek the
effectiveness of which is tested somewhere else. dtnicturalism and institutionalism the structurahd
institutional arrangements as well as institutiocapacity are of paramount importance for developgnuf
governance and economic development policy modéiish@el P. Todaro and Stephen C. Smith. 2005).

According to North (1990), institutions are definad the "rules of the game in a society, or, mamenélly,
humanly devised constraints that shape human Eméon. Among the institutions that are most cruda
economic growth are those that enable a countllteate capital to its most productive uses. Suslitutions
establish and maintain strong property rights, fective legal system, and a sound and efficiemarficial system.
In recent years, the field of economic developnierst come to the conclusion thainstitutions rule and is critical
to economic growth. According to Ramona Fru(2011), institutions represent a network of forraatl informal
rules meant to introduce order in the economicsaial life and to edify a mechanism of applyingl amonitoring
these rules in view of efficiently using the avhl@national resources. Formal institutiacngh as property rights,
law’s authority, free market, and contract hasdaebtablished to principally guide the rule of tnough ensuring
moral political class and independent justice syst©n top of the formal institutions, informal iigtions
composed ofcustomary traditions, life style, cultural inhentes which significantly vary from economy to
economy and from individual to individual, being chumore difficult to change and having a more reduc
influence on development according to Ramona Frumzfact countries also vary in terms of the agement and
quality of their formal institutions. Though therfioal institutions have significant impact on deyetent it is
impractical to ignore the informal institutions the short run from development policy making. Ttiadial and
customary institutions dominate the institutiongbtem of least developed economies and radicat ghifery
difficult because of low level of knowledge andlkkb deal with the shift. Infract the degree toialhinformal
institutions influence policy decision must be enwaily distilled. Accommodating these institutein to the
development policy system in short run, least dgwed economies governments should envisage dewmglape
formal institutions in the long run through institmal capacity building. Therefore, the issue oégedence
between political liberalization and economic ldération should be determined case specific basetthe reality
of economic, institutional, historical, structueadd social phenomenon in states.

For institutional thinkers institutional capacitgwklopment is the way forward for achievementsesharkable
economic growth and development. Democratic le&deralso needs the development of institutions begp&o

deal with the social, economic and legal matteheré&fore, parallel liberalization is possible sebf® the scrutiny
of the social system. Democratic political systastérs hard work and achievements and mobilizatfoesources
for economic development. Under such leadershife styis easy to promote investment and hencetipali
liberalization along with economic liberalizatiomrc accelerate economic growth and development. |Dging

countries should protect their democratization psscfrom those nations obsessed with exporting et call
democracy, good governance, and ideal politicablamgy for themselves. Political ideology, for inste is the
matter of thought and intellect that should be ttgwed in a given social system. It does not by mewans qualify to
be a commodity to be exported by producers ofdtiamported by consumers.

The neo liberal open market philosophy has in famtributed to the dominance of the powerful ecoiesm
enabling them to gain at the cost of developingheaties where production technology and skill wenekfehind
those developed economies. This resulted in ugjlosial trade system where one group (i.e. the dgeeal world)
controls the production mechanisms and others tfie.developing) remain as huge market for unlaadhe
produce of the others. This is the unintended outcof the Washington consensus policy prescriptioimsh most
of developing economies policy makers as well as¢hof developed economies policy makers did redizes for
long. The imbalance is far more about developingntges' dependence on commodity exports and thkitively
low labour productivity. Here a very plausible ctemargument is that LDC'S cannot be a "huge" miatkdess
they are prosperous against. The reality is devedy policy should emerge from the nation’s higtaltieconomic,
social and cultural paths while learning from tleewamulated experiences of development policies racke and
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emerging economies. One possible counter argumethis case is the idea that each country musiviolts own
development path seems to leave countries opemyto@nsense that nationalist leaders may come tip But the
learning effect of the accumulated experiences fsantess histories can remove the danger of nomseti®nalist
policies that may emerge. Policy freedom is fundatalefor developing economies to be free from arts an
agent of exporters of democracy and political adl we economic ideologies. Liberal thinkers vievarket
liberalization as a radical shift in policies ofjtgation to deregulation to bring effective economévelopment and
growth. Such thinkers argue that it is not the lvetent act of stake holders in an economy whichdgieconomic
efficiency rather it is the self interest and metivihat is, if everyone has freedom of action wostidve to
maximize his/her motive and hence maximize comnmberést.l would like to raise here the following question:
are individual interest and collative interest coatiple? If yes how? If not, why not.

To answer this question firstly one need to undesthe nature of individuals and collective inséréiberal moral
theory (utilitarianism and deontology) assumes thahan material nature is the seat of desire, hatldesire is
essentially unsociable. This implies that individinéerest driven action may lead to socially dalsie outcomes in
terms of welfare. Mandeville and Bentham argued itidividuals are selfish or egoistic. Hence, thagtion driven
towards maximization of one’s interest may be & tst of the common interest. Epistemological peatve

philosophers (Ayn Rand 1964, 1982,) argue that mubngs are selfish but rational and thereforg the not

destruct collective interest for their action ipdedent on reason and only reason. According taigy this may
be the case where welfare social thinking and atlactions of the public are at advanced level amgraved in
thinking of members of the society. It may prove ttase in a society where ethical actions are atdimbd and
unwritten article in their constitution. Even inckusocieties people would inevitably try to distiwe public interest
for personal gain (true for the super egos).

Secondly, if individual interest and collective interest amompatible why do governments exig®®litical
philosophers in their state formation theory argjugt existence of government is justifiable fontaless life is
characterized by war, competition and conflict whége savage life. Therefore, | argue that indisldoterest and
collective interests are rarely compatible. Govegntrintervention with appropriate policies and sooan make
collective interest and individual interest protttPolicy tools that regulate individual behaviars important for
this purpose. Liberal thinkers argue that markeerlization promotes investment both local aneifpr direct
investment My question here is does mere market liberalizasaffices for attraction of investors? Do inventors
need nations to accept neo liberal orthodox themsypolitical ideology?The answer is that investors need open
economy which is properly managed with stable memwaomic variables matched with peace and security,
political stability, congenial investment policy v@onment, suitable infrastructural facilities (i.éransport,
communication and power), strong institutions talelésh and enforce private property laws and ratihs That is
the breakthrough the world came to know from theeeences of Asian raising giants. Nonethelessn&si
property ownership structure has been criticizedymunds of failure to offer security for privateoperty. This has
been one of the vital concerns of scholars and rexpElowever, the recent move by the Chinese gowent to
secure private property rights is welcoming. In 2@hina has passed a new property law that intiesiacwide
range of specific improvements for the private @eeand, for the first time, recognizes that an vidiial's private
property rights are protected to the same levéhasafforded to collective and State propertytsgh

Huntington (1968) what matters for economic develept is political stability, rather than the pautar political
institutions. Any system of political institution@omotes development as long as it maintains palitorder. The
danger is “political instability.” important poirdt this juncture is, first for nations which arethe take-off and
preconditions for take-off in economic developmestiate action in infrastructure development is irapee.
Although dreaming economic development without gévsector development is just expecting gold ftbensky,
Private investors with their intension of makintura from their investment are not willing to cansit roads, street
lights, police protection, and other infrastructurghich are key for investment promotion but nocledable by
their nature and hence unprofitable to the privatestor. For the excludable infrastructural fagillevelopment
even government cannot force investors to go tagregraphical area of government’s choice but stfteture is
important. In Such situations, governments may hstveng hands in an economy because of investrmeft i
infrastructure development. Secondly, in case dehfan goods and services exceed the supply and ddck
industrial education may expose the public/consan@exploitation by few producers that could enjognopoly
or oligopoly power in production and pricing deoiss. Arguably excess demand would induce suppiteraove
into the market. The government's role is thereforensure that as far as possible markets arestabie. But in
situations of undersupply, government interventimough provision of goods and services could redhe burden
of public exploitation by few. | argue here thanded and supply management is critical in such etdes until
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relatively large producers come to the market dedpublic gain industrial education to the levelenéhproducers
are compelled to think of social welfare in theiistness decisions.

Generally speaking, government intervention is irtgrd for correction of market failures even in adeed
economies let alone in developing economies whéee rarket is imperfect, monopoly power prevails,
technological progress is low and weak institutiarad structural problems are the essence in fwiernance and
administration systems. Government interventionlatoalleviate the market imperfection problems P&ul
Krugman and Maurice Obstfeld (2005) but bigger goreent could lead to inefficiency. Hence, activeggmment

in all spheres of government operation is importaneconomic, social and political transformation.

Neo liberal Economic theory as preached by academas dissociated itself from economic reality had been
trying to disentangle economy from politics or stadEvidence, however, proved that state and ecoreamgot be
separated and hence comprehensive knowledge ofsdbml system, economic and political conditions is
fundamental for economic administration and develept policy making. Financial market liberalizatiopens the
local capital markets of a country to foreign ovatgp and operation. It is well recognized that rfr@omestic
financial markets can play a key role in econom@agh and development (Peter B. Henry, 1999).

Theoretical literature proved that liberalizati@duces the cost of capital as foreign investoraioliversification
benefits from investing in emerging markets. Caesiswith the reduction in the cost of equity, lidlization events
are associated with substantial positive abnoretairns that are related to the diversification fien@rovided by
local stocks (Chari and Henry, 2004). The reductiotine cost of capital provides investors withaficial resources
at low cost and therefore promotes growth and itmvest. Well structured, properly functioning souimancial
markets provides congenial environment for mobilra and allocation of saving contributing to impeal
productivity and growth. However there is boomiitgrature with the argument that financial markieedalization
may not bring the desired outcome but adversetsed(van Chowand. Et al (2007) argued that unlkesprocess
of liberalization is properly managed, it could yoke destabilizing capital flows and lead to vdéagxchange rates
potentially increasing the vulnerability of individl countries to external financial shocks. Fred&i Mishkin
(2007) argued that for financial liberalizationtie a success it is essential as a preconditiofiljydmprove the
quality of financial information and (2) Developwal, prudential regulation and supervision of theking system.
What does the mixed outcome of literature about affects of financial liberalization tell us? Isathmere
liberalization which results in adverse effectgtoe liberalization process and procedures forewoyccountries?

The answer is that it is not liberalization whialoguces evil results but the failure of the ingiitnal and regulatory
processes used and the manner in which instituttoasstructured. The effectiveness of market mashanis
dependent on the quality of institutions such a&srégulatory framework, enforcement of laws andgig property
protection mechanisms pursued. Emerging econoin&opened their economy to foreign investors lchieaed a
remarkable improvement in economic growth thoughwithout shocks to their financial markets. Theeence
of the Asian financial crisis of the 90’s provedatitstrong regulatory framework and independent gy
agency is mandatory for healthy financial marketragions and since then the IMF incorporated thidgst policy
advice to developing economies though it has adeddéeralization with loose state action for végg period of
time (Joseph E. Stiglitz 2004). Official liberalimm of local markets, therefore, should be basadcatical
investigation of the benefits, the costs and itplication on the stability of the economy. Liberaliion should be
the subject of concern after the development of ttexessary regulatory and institutional frameworks
accomplishment. This is the case because meralibegtion is not sufficient for economic growthiasvould lead
to chaos if not properly administered. Proper potmols and institutional systems should be in @l minimize
the financial risk and volatility that could emergs the consequence of liberalization. Precedemaeald be given
to development of strong institutional and regutativameworks in such a way that they can be wdekamnd
operational in the process of economic managenmahtdministration. Liberalization could lead to doation of
foreign firms and investors in local markets atlyeatages and this would result in failure to depestrong local
firms. The former usually engages in profit regiaon and capital flight out of the host countryes as this is
least likely for the latter. Moreover, local firntften employ domestic workforce while internatiomavestors
demand right to recruit from the global labor mar&ed this is why the current growth record andestinent in
Africa is not generating new jobs. Therefore, ratpdy provisions that could restrict 50% plus ovehgp for
foreign firms in local financial markets, for instae, are vital for development of local firms amthhcial markets.
This is not because preponderances of foreign filmsnherently create a problem. It is profoundgcause the
institutional weaknesses and structural problemsD€C’S can not enable them to control, monitor aadulate
international investors who are experts in spetddiusinesses.
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Concluding Remarks

Advocators of the Washington consensus model orlibeoal economic philosophers have been preachimy
interventionist policy as the way out of povertyddrackwardness for developing economies. Thaibistdlization
of both politics and economy. Pragmatic economierapon, however, proved that government intergenis
important for reasons such as correction of maf&iires and imperfect market operation and, mination of
monopoly power, as well as problems of technoldgitagress, weak institutional and structural systelt has
also been evidenced that market left to itself $etml economic and financial crisis which repeatestipcked
economies of those nations appealing neo libesabsid forced their policy makers to intervene imregnic
operations.

Neo liberal economic philosophy is based on indigidas unit of analysis with the presumption thetividual

interest driven action produces better result far whole society. But the reality is that the sélfinterest of
individuals is not compatible with collective inést. Adam smith the forerunner of free market eotno
philosophers clearly dictated that moral and ethilisciplines of market actors are of paramountongnce for
success of free market economic systBwothschild(2001) and Samuel Fleischacker (2004), Adam Sniitiséif

was aware of the influence of moral sentimentspassions’ in economic activity and did not alwaybscribe to
market-driven rationality. Neo liberal economic Ipkbphers, however, distorted Adam smith’'s thougjhiply

picking only the skeleton of his free market hymsils which is perfect market competition and intetipg it in

their own ways. What neo liberal philosophers ndsi&ethe fact that human beings are egoistic anddcbe

engaged in economic transactions that are sodaltyoptimal to gain at the cost of others. The tpoimeo liberals
is that unrestrained individualism can lead to atcome that we all might agree could be better. iBBah needs
moral limits to its action and that makes governtrergagement absolutely necessary.

The Beijing model development policy advocatorsidweld in precedence of economic liberalization ditical
liberalization though empirical evidence is incarsive so far for the very reason that both pathsewsoved
successful by different countries with differentcisd, economic, cultural and historical experienBeit those
countries that pursued the path of economic lifzatbn postponing political liberalization to latperiods have
recorded economic and social transformation atséefarate (P. Grosjan and C. Senic 2007, F. Giawant G.
Jebellin 2005)than those economies that pursued the path poliilseralization first followed by economic
liberalization. Hence, the issue of precedence &etvthe two as development policy options shoulddtermined
case sensitive on due account of the politicaliagdoeconomic and historical experience.

The Beijing model development policy of the rec8@tyears is mainly characterized with political trelization
and economic decentralization. It is a model inchitthe central government controls sub nationabguwents of a
unitary state system through direct personnel agsigts and appointment of sub national governnesatdrs. The
sub national governments control economic affaiithiov their constituents and have substantial irfice in the
Chinese economy. The model promotes political Btabihrough undemocratic governance in which pabli
participation is limited to implementation of pao#s dictated by single party political decisionsotigh its
personnel assignment structure.

To sum up, the origin of development policy sholgdthe nation’s historical, economic, social antiucal paths
and countries can pursue parallel reforms in ecanamd political systems if compatibility problem determined
insignificant through empirical analysis. Thatpslicy makers of developing economies should lamktheir own
specificity and design development strategy whichesponsive to their local and national conditiehsle learning
from best practices and success histories of aédhiand emerging economies to avoid non sense aisbn
policies. That is, development should be local choit should not be miracle expected from extebwlies as
importation of development policy has proved td fai pull developing economies from object poveaty the
experience of the last half centaury revealed.
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