
Towards a New Development 
Theory for the Global South 

As progressive governments take office in the Global South, now more than ever there is a burning 
need for a new development theory that can fulfil the Promethean aspirations of the darker nations. 

 
Tricontinental 

 

A round the world, progressive governments have taken 
office, yet they do not have a clear strategy to rebuild 

their societies from the detritus of neoliberalism. These 
governments, in countries such as Honduras, Senegal, and Sri 
Lanka, articulate clear critiques of the International Monetary 
Fund’s debt-austerity regime, but they often lack a concrete policy 
programme capable of decisively moving beyond it. Unable to 
develop a policy that fully breaks from neoliberalism, many of 
these progressive governments slip back into neoliberal 
immobility. 

International institutions, such as the United Nations (UN), have 
also been unable to chart an alternative framework. One notable 
attempt dates to 2000, when the UN inaugurated a process of 
highlighting outcome-based goals for development with the 
establishment of eight Millennium Development Goals (MDGs) 
focused on issues such as poverty and education.  The MDGs were 1

succeeded by seventeen Sustainable Development Goals (SDGs) in 

 World Health Organisation, ‘Millennium Development Goals (MDGs)’, 19 February 2018, https://www.who.int/news-room/fact-sheets/detail/millennium-1

development-goals-(mdgs).
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2015, which are supposed to be met by 2030. However, like the MDGs, the SDGs merely outline a broad set of goals 
that are toothless, ineffectual, and lack an underlying theory or programme. 

Perhaps unsurprisingly, many of the SDGs are ‘moderately to severely off track’ as a 2023 UN report noted, a failure that 
it attributes to developments such as the Third Great Depression (2007–2008), COVID-19 pandemic, war in Ukraine, 
and genocide against the Palestinian people. More specifically, only 12% of the 140 targets are on track, 50% 
moderately or severely off track, and 30% either stagnated or regressed.   2

Those who defend the SDGs’ methodology argue that the solution to improving their success is to increase funding for 
development. However, this approach ignores the reality that funding from the Western-dominated financial system is 
simply not available. As it stands, there is a $4 trillion yearly shortfall of funds needed for the SDG targets to be met by 
2030.  The 1970 pledge by Global North countries to spend 0.7% of their Gross National Income (GNI) on Official 3

Development Assistance (i.e. foreign aid) – and therefore toward the SDGs programme – has not been met: in 2023, the 
United States spent a mere 0.24% of its GNI on development assistance, France spent 0.5%, and the United Kingdom 
0.58% (this is in contrast to the 2014 pledge by North Atlantic Treaty Organisation members to increase their spend on 
war making to 2% of Gross Domestic Product).  Furthermore, countries in the Global South that align their development 4

plans with the SDGs are more likely to attract international aid, loans, and foreign direct investment tied to development 
projects, including lending initiatives from the International Monetary Fund (IMF). Yet these lending initiatives are often 
conditioned on those countries adopting ‘free market reforms’ (including austerity policies, deregulation, and 
government downsizing). So, poorer nations are ‘incentivised’ (i.e., coerced) to take on more debt or to open their 
economies to Western financiers in order to meet SDG targets and attract investment for development. And since there is 
no theory underlying SDGs and the only way to finance their progress is by taking on debt, in practice SDGs are used 
more as sticks than carrots. This actuality goes against SDG 17.4, which is to ‘assist developing countries in attaining 
long-term debt sustainability through coordinated policies aimed at fostering debt financing, debt relief, and debt 
restructuring’.  In other words, the SDG framework is not merely limited by a lack of funding, as its proponents argue, 5

but by a world order and development programme that seeks to keep the South underdeveloped and by the lack of an 
alternative development theory and programme for the Global South that is able to overcome this reality. 

As early as 2018, three years after the SDGs were outlined and adopted by every member of the United Nations, IMF 
Deputy Managing Director Tao Zhang wrote that 40% of low-income countries were in high risk of debt distress – up 
from 26% in 2015, when the SDGs were adopted – and therefore could not service their debt.  Further, the UN’s 6

 UN Secretary-General, Progress Towards the Sustainable Development Goals: Towards a Rescue Plan for People and Planet: Report by the Secretary-General, United 2

Nations Digital Library, July 2023, https://digitallibrary.un.org/record/4014344?ln=en&v=pdf, 1–2.
 United Nations Department of Economic and Social Affairs, ‘UN Chief Urges “Surge in Investment” to Overcome $4 Trillion Financing Gap’, accessed 9 December 3

2024, https://www.un.org/en/desa/un-chief-urges-%E2%80%98surge-investment%E2%80%99-overcome-4-trillion-financing-gap.
 Organisation of Economic Co-operation and Development, ‘The 0.7% ODA/GNI Target – A History’, accessed 9 December 2024, https://web-archive.oecd.org/temp/4

2024-06-17/63452-the07odagnitarget-ahistory.htm; United Nations Economic Commission for Europe, ‘Indicator 17.2.1 (a) Net Official Development Assistance 
(ODA) as a Percentage of OECD-DAC Donors GNI (Grant Equivalent Methodology), %’, accessed 9 December 2023, https://w3.unece.org/SDG/en/Indicator?id=72; 
Henry-Laur Allik, ‘Record Number of NATO Allies to Hit 2% Defense Spending Goal’, Deutsche Welle, 19 June 2024, https://www.dw.com/en/record-number-of-nato-
allies-to-hit-2-defense-spending-goal/a-69401037. Our forthcoming publication, The Most Dangerous Organisation on Earth: the North Atlantic Treaty Organisation 
(NATO), Dossier no. 89, June 2025, will trace the implications to the world of this increase in military spending in the NATO countries.
 United Nations Conference on Trade and Development, Division on Globalisation and Development Strategies, ‘Target 17.4: Long-Term Debt Sustainability’, 5

accessed 9 December 2024, https://stats.unctad.org/Dgff2016/partnership/goal17/target_17_4.html.
 Tao Zhang, ‘Managing Debt Vulnerabilities in Low-Income and Developing Countries’, IMF Blog, 22 March 2018, https://www.imf.org/en/Blogs/Articles/2018/03/22/6

managing-debt-vulnerabilities-in-low-income-and-developing-countries; International Monetary Fund, ‘Public Debt Vulnerabilities in Low-Income Countries: The 
Evolving Landscape’, December 2015, https://www.imf.org/external/np/pp/eng/2015/110215.pdf.
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Financing for Sustainable Development Report 2024 showed that the median debt service burden for the poorest 
developing countries rose to 12% in 2023, ‘the highest level since 2000’.  7

There is a burning need for a new development theory for the Global South, one that can go beyond the overambitious 
goals of initiatives like the SDGs or the failed approach of the IMF and its debt-austerity regime. Without a scientific 
development theory, there can be no development programme.  8

This dossier, a collaboration between Tricontinental: Institute for Social Research and Global South Insights, lays out the 
debate over the failed development theories of neoliberalism and the need for a new development theory for the Global 
South, offering an initial framework for the latter. Over the course of the next few years, we will produce more texts on a 
new development theory of this nature by analysing specific countries and regions and then studying the overall 
possibilities. 

Theories of Underdevelopment 
Before we elaborate on some of the key elements of a new development theory, it is important to go over other 

approaches to development, such as modernisation theory (exemplified by the work of W. W. Rostow), the Washington 
Consensus, and more radical lines like dependency theory and the debates it has evoked on the left. 

Modernisation Theory 
In 1960, the US economist W. W. Rostow, who advised both US presidents Lyndon Johnson and John F. Kennedy in their 
campaigns against socialism and national liberation, published The Stages of Economic Growth: A Non-Communist 
Manifesto. Its title announces its intentions. Rostow, an ideologically committed anti-communist and Cold Warrior, 
theorised a universal and linear path of development from so-called ‘traditional society’ to the ‘preconditions for take-
off’, ‘take-off’, the ‘drive to maturity’, and, finally, the ‘age of mass consumption’  He argued that secular education 9

would help give rise to an entrepreneurial class that would place ‘rational’ economic incentives over ‘irrational’ 
traditions. This, he claimed, would lead to a high rate of investment and economic diversification, ultimately culminating 
in a consumer society akin to that which had allegedly already been achieved in the Global North. 

Rostow’s theory was a caricature of post-World War II modernisation theories which, following figures such as Saint 
Lucian economist W. Arthur Lewis, argued that economic growth would happen when surplus labour was reallocated 
from a mainly rural and agrarian traditional economy to a mainly urban and industrial capitalist economy.  Rostow and 10

other modernisation theorists saw development in terms of a transition to capitalism. Their fatal flaw was their ahistorical 
approach, which assumed that after five hundred years of colonialism the Global South was starting from a similar 
position as Europe before the Industrial Revolution. They viewed underdevelopment as an original condition. In reality, 
there was no ‘traditional society’ as such in the Global South. Rather, there was a completely new socioeconomic 
system that had been violently imposed by colonialism and imperialism. Moreover, unlike pre-industrial Europe, the 

 United Nations Inter-Agency Task Force on Financing for Development, Financing for Sustainable Development Report 2024: Financing for Development at a 7

Crossroads (New York: United Nations, 2024), https://desapublications.un.org/publications/financing-sustainable-development-report-2024, xiv.
 or more on the formulation of new development theories see Tricontinental: Institute for Social Research, The World Needs a New Socialist Development Theory, 8

dossier no. 66, 4 July 2023, https://thetricontinental.org/dossier-66-development-theory/.
 W. W. Rostow, The Stages of Economic Growth: A Non-Communist Manifesto (Cambridge: Cambridge University Press, 1960).9

 W. Arthur Lewis, The Theory of Economic Growth (Homewood, Illinois: Richard D. Irwin, 1955).10

   TJSGA/Essay/SD (E0223) May 2025/Tricontinental                                      3



 

Global South was operating in a world where technology, trade, and finance were dominated by monopolies of the 
Global North, with a neocolonial economic and political structure already fully in place. 

Rostow’s argument built on his earlier work, such as An American Politics in Asia (1955, written with Richard W. Hatch), 
which was more explicit about the Cold War context of modernisation. In An American Politics, Rostow wrote that the 
‘alternative to total war initiated by the United States is not peace. Until a different spirit and different policy prevail in 
Moscow and Peking, the alternative for the United States is a mixture of military, political, and economic activity’.  In 11

other words, the United States had to use its entire arsenal of weapons, including ‘total war’, to overthrow communism 
in the Soviet Union and the People’s Republic of China. For theorists like Rostow, war making had to be encouraged in 
the crusade against communism rather than recognised as the waste of precious human labour that it is. Indeed, in the 
1960s, political scientist Samuel Huntington came up with the theory of ‘military modernisation’, which argued, first, 
that the militarisation of states in the Third World would be the most effective way to achieve ‘social modernisation’ and, 
second, that as a result, military rule should be encouraged to fight communism and build a ‘modern society’ modelled 
after the US.  12

Modernisation theory defined the development paradigm for the IMF and the World Bank from the 1950s to 1980s. Its 
failure to generate a ‘take-off’ in the Third World did not impact its credibility in the halls of power. It did lose its sting 
due to the Third World debt crisis that struck countries that had relied upon stable and relatively low interest rates for the 
US dollar. When the US Federal Reserve raised interest rates precipitously in 1979, it reduced available credit for the 
developing states and led to several perilous financial situations (including the bankruptcy of Mexico in 1982).  13

Modernisation theory collapsed with the peso, and a new theory arose to define the work of the IMF and the World 
Bank. 

The Washington Consensus 
In the 1990s, John Williamson, a British economist and senior fellow of the Peterson Institute for International 
Economics, coined the term Washington Consensus to describe the neoliberal agenda to privatise state-owned 
enterprises (SOEs), commodify public goods, and liberalise capital accounts and trade.  These policy choices, driven by 14

the IMF and World Bank in alignment with the US Treasury, find much of their theoretical justification in neoclassical 
economics and the works of thinkers like Friedrich Hayek and those associated with the neoliberal Mont Pelerin 
Society.  The Washington Consensus paradigm is perhaps most famous for its role in the so-called structural adjustment 15

programmes (SAPs), which led to a lost decade on the African continent.  16

For the past several decades, the IMF has enforced a combination of austerity (what they call a ‘balanced budget’ 
agenda), privatisation, and trade liberalisation on decolonising nations. This has stripped states in the Global South of the 

 W. W. Rostow and Richard W. Hatch, An American Policy in Asia (Cambridge: MIT Press, 1955), vii.11

 Samuel P. Huntington, Political Order in Changing Societies (New Haven: Yale University Press, 1968). This book was far from the idealistic portrayal of civilian 12

control over the military in Huntington’s The Soldier and the State: The Theory and Politics of Civil-Military Relations (Boston: Belknap of Harvard University Press, 
1957).

 Cheryl Payer, The Debt Trap: The International Monetary Fund and the Third World (New York: Monthly Review Press, 1974); Leo Panitch and Sam Gindin, ‘Finance 13

and American Empire’, Socialist Register 41, 2005.
 John Williamson, ed., Latin American Adjustment: How Much Has Happened? (Washington, DC: Institute for International Economics, 1990).14

 It is important to note that it was these same thinkers who engineered the neoliberal coup against the Third World, starting with Chile in the early 1970s as their 15

laboratory. For more, see Tricontinental: Institute for Social Research, The Coup Against the Third World: Chile, 1973, dossier no. 68, 5 September 2023, https://
thetricontinental.org/dossier-68-the-coup-against-the-third-world-chile-1973/.

 For more on SAPs and the role of debt in Africa, see Tricontinental: Institute for Social Research, Life or Debt: The Stranglehold of Neocolonialism and Africa’s Search 16

for Alternatives, dossier no. 63, 11 April 2023, https://thetricontinental.org/dossier-63-african-debt-crisis.
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capacity to drive their development processes and protect their infant industries. In order to deal with the resulting 
imbalances, the IMF has frequently encouraged underdeveloped countries to borrow from private capital markets, 
leading to more debt traps. Meanwhile, the World Bank has historically followed an agenda of recommending anything 
but large-scale industrialisation for the Global South. In the early post-World War II era, this manifested in its 
recommendations for countries to stick to their ‘comparative advantage’ in exporting raw materials. By the 1990s, the 
World Bank was promoting ‘financial deepening’, code for encouraging financial deregulation as a panacea for 
mobilising resources for development.  More recently, the World Bank has shifted its focus to promote development in 17

the service sector and investment in small and medium-sized enterprises (SMEs), both recipes for continued debt 
bondage on the national and household level. The service sector is often dominated by multinational corporations 
(MNCs) with monopolistic structures, making states that focus their development on this sector susceptible to the whims 
of MNCs in the Global North. SMEs, which typically lack the resources (including government subsidies) to compete 
with MNCs and do not have the advantages of scale of MNCs, end up absorbed into these larger monopoly-dominated 
networks. Indeed, the combination of financial liberalisation and the promotion of SMEs locks countries into what Samir 
Amin called generalised monopoly capital, with both upstream (raw materials, technology, and capital) and downstream 
(distribution, marketing, and consumer access) networks of control.  18

One of the main outcomes of the Washington Consensus has been an almost religious belief in the power of foreign 
direct investment (FDI) to drive economic growth and structural transformation. The FDI mindset drives Global South 
states towards a narrow focus on opening up their labour and natural resource markets to Western monopolies, thereby 
linking their agendas to the rent-seeking needs of financiers rather than the developmental aspirations of their 
populations. Empirical evidence of FDI’s transformative capacity, however, is limited at best: this form of investment fails 
to promote integrative growth that could pave a pathway out of indebtedness and towards national sovereignty, instead 
promoting unproductive sectors of the economy. Three characteristics of FDI are important to note: 

1. FDI flows are declining. FDI peaked in 2007, the year that the Third Great Depression took hold in the major 
capitalist countries, and has decreased in the years since.  Indeed, according to the United Nations’ Conference on 19

Trade and Development (UNCTAD), both FDI and project finance (long-term infrastructure or industrial funding) 
have experienced a gradual decline. From 2022 to 2023, for instance, developing countries saw a 7% decrease in 
FDI flows to developing countries.  20

2. FDI flows are non-productive. Over the past few years, UNCTAD’s annual investment reports have shown the 
changing character of FDI. While in the past it was concentrated in the manufacturing and industrial sectors as well 
as natural resource extraction, FDI has increasingly been channelled into the financial and service sectors, where it 
does not generate integrated or transformative development that could help transcend colonial underdevelopment. 

3. FDI flows do not drive growth or investment. According to a 1999 UNCTAD report, large FDI inflows to developing 
countries in the 1990s had little impact on increasing investment patterns.  More recent studies by UNCTAD have 21

 World Bank, World Bank Development Report 1989: Financial Systems and Development (Washington, DC: World Bank, 1989); Era Dabla-Norris, ‘Financial Sector 17

Deepening and Transformation’, in Frontier and Developing Asia (Washington, DC: International Monetary Fund, 2015), https://www.elibrary.imf.org/display/book/
9781475595512/ch006.xml.

 Samir Amin, The Implosion of Capitalism (New York: Monthly Review Press, 2014) and Tricontinental: Institute for Social Research, Globalisation and Its Alternative: 18

An Interview with Samir Amin, notebook no. 1, 29 October 2019, https://thetricontinental.org/globalisation-and-its-alternative/.
 Tricontinental: Institute for Social Research, The World in Economic Depression: A Marxist Analysis of Crisis, notebook no. 4, 10 October 2023, https://19

thetricontinental.org/dossier-notebook-4-economic-crisis/.
 United Nations Conference on Trade and Development, World Investment Report 2024: Investment Facilitation and Digital Government (New York: United Nations, 20

20 June 2024), https://unctad.org/publication/world-investment-report-2024.
 United Nations Conference on Trade and Development, Foreign Direct Investment and Development (New York: United Nations, 1999), https://unctad.org/system/21

files/official-document/psiteiitd10v1.en.pdf.
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shown a clear divergence between FDI flows and GDP growth since the Third Great Depression.  This means that 22

economic growth is increasingly independent of FDI flows. 

The Washington Consensus has only reinforced the colonial pattern of underdevelopment, producing debt burdens that 
cannot be easily serviced. With bondholders mercilessly seeking repayment and interest regardless of a country’s 
economic situation, the debt spiral eats into precious revenues that could otherwise be spent on health care, education, 
and productive industry and infrastructure. Countries borrow and go into debt. When they cannot repay their debt, they 
borrow more to pay off their existing debt, and the spiral continues.  As Raghuram Rajan, the IMF’s chief economist 23

from 2003 to 2007, wrote in his book Fault Lines (2010), the IMF’s policies are a ‘new form of financial colonialism’.  24

Dependency Theory 
Dependency theory, which developed in opposition to modernisation theory, has a long and powerful history. Its roots 
trace back to Latin American structuralism and the interventions of giants like Raúl Prebisch and other dependentistas, as 
they were known, who argued that the world capitalist system is organised in two tiers: first, a core set of countries that 
hold dominion over the global political economy and, second, a large set of peripheral countries unable to break away 
from that regime. As the dependentistas showed, the deteriorating terms of trade between the industrialised core and the 
unindustrialised periphery fuelled underdevelopment and instability in the latter.  The peripheral countries largely 25

produce unprocessed commodities, which are purchased at a low cost and then sold through multinational corporations 
to the core, which uses its industrial capacity to produce finished, higher-value commodities that are then sold back into 
the periphery. The terms of trade between the core and periphery allow capitalist accumulation to take place in the core, 
which is then used for the innovation of new products and technologies. These scientific and technological 
improvements in turn provide the core with advancements that allow it to remain in control of the system. Andre Gunder 
Frank called this the ‘development of underdevelopment’, a pessimistic assessment of a sombre reality.  26

Dependency theory made it very clear that this sombre reality stems not from the cultures of the Third World but from 
the neocolonial world system established during the colonial and imperialist eras. That is why Walter Rodney’s 1972 
classic is called How Europe Underdeveloped Africa, with an emphasis on European colonialism.  As Gunder Frank 27

explains, ‘underdevelopment is not an original state, rather it is a result of economic capture and control of backward 
regions by advanced metropolitan capitalism’.  28

The pessimism that results from this theory led Samir Amin to develop the argument that the periphery had to ‘delink’ 
from the core. Delinking, Amin wrote in 1987, is ‘the refusal to submit national-development strategy to the imperatives 
of “globalisation”’.  Since this ‘refusal’ is rooted in political power, and not in economic policy per se, states in the 29

 United Nations Conference on Trade and Development, Global Economic Fracturing and Shifting Investment Patterns (Washington, DC: United Nations, 23 April 22

2024), https://unctad.org/publication/global-economic-fracturing-and-shifting-investment-patterns.
 Tricontinental: Institute for Social Research, Life or Debt.23

 Raghuram Rajan, Fault Lines: How Hidden Fractures Still Threaten the World Economy (New Jersey: Princeton University Press, 2010), 93. For more on IMF policies 24

and the Global South, see Tricontinental: Institute for Social Research, Life or Debt.
 Raúl Prebisch, The Economic Development of Latin America and Its Principal Problems (New York: United Nations Economic Commission for Latin America, 1950). 25

For more on Latin American structuralism, see Alfred Saad Filho, ‘The Rise and Decline of Latin American Structuralism and Dependency Theory’, in The Origins of 
Development Economics: How Schools of Economic Thought Have Addressed Development, edited by K. S. Jomo and E. S. Reinert (London: Zed Books, 2005).

 Andre Gunder Frank, ‘The Development of Underdevelopment’, Monthly Review 18, no. 4, 1966.26

 Walter Rodney, How Europe Underdeveloped Africa (London: Verso, 1972).27

 Andre Gunder Frank, Crises in the Third World (New York: Holmes & Meier, 1967), 25.28

 Samir Amin, ‘A Note on the Concept of Delinking’, Review 10, no. 3 (Winter 1987): 435–444.29

             
                                                 TJSGA/Essay/SD (E0223) May 2025/Tricontinental6



 

developing world must have sufficient political power to construct their own national development strategy and break 
from the bondage of global value chains (which Benjamin Selwyn accurately calls ‘global poverty chains’) or ‘delink’.  30

Critiques of Dependency Theory 
Dependency theory offers a precise assessment of the need for a new development theory, but it does not, by itself, 
provide such a theory. In other words, dependency theory limits itself to critiquing the neocolonial system and assessing 
the importance of delinking to create space for a national development strategy, but this tradition – which is also our 
tradition – does not articulate a strategy or plan to affect these changes.  31

Further critiques of the dependency school from within progressive and Marxist economic tendencies could be 
synthesised into three main lines of thought. 

First, some heterodox economists thought that the rise of the ‘Four Asian Tigers’ (Hong Kong, Singapore, South Korea, 
and Taiwan) disproved the pessimism of dependency theory and claimed that coordinated state intervention, combined 
with a pragmatic mixed economy, could overcome the inertia of capitalist underdevelopment. Interest in the 
phenomenon of the Four Asian Tigers subsequently birthed an entire school of literature on the developmental state and 
industrial policy. Johnson Chalmer’s book MITI and the Japanese Miracle (1982) and Alice Amsden’s book Asia’s Next 
Giant (1989) are foundational in this regard.  Even the World Bank came into the act with a large report called The East 32

Asian Miracle (1993), though its assessment attempted to underplay the role of the state.  No doubt, the works of figures 33

like Ha-Joon Chang and Mariana Mazzucato have also been influential for centre-left governments in the Global 
South.  Yet their line of thinking is merely a proposed strategy of statecraft based on past precedent and fails to present a 34

new development theory or take into account the diverse realities across the Global South. Whereas the Four Asian 
Tigers grew under the protection of the US security umbrella during the Cold War, countries in Africa, Latin America, or 
other parts of Asia have had to develop under neocolonial intervention or imperialist and capitalist encirclement.  35

Second, some Marxists, such as the British scholar Bill Warren, actively argued in favour of the supposedly progressive 
aspects of imperialism. In his book Imperialism: Pioneer of Capitalism (1980), Warren argued that imperialism could act 
as a transformative force in modernising backward countries in the Global South since, he claimed, it laid the 
foundations for both industrialisation and democracy.  Warren’s supposedly left-wing rehabilitation of imperialism was 36

widely critiqued by Marxist-Leninists in the Global South who were keenly aware that not only had imperialism as 
capital in motion failed to develop the productive forces in the South: it had also violently underdeveloped their 

 Benjamin Selwyn, ‘Why Global Value Chains Should Be Called Global Poverty Chains’, Developing Economics (blog), 13 January 2023, https://30

developingeconomics.org/2023/01/13/why-global-value-chains-should-be-called-global-poverty-chains/.
 There are several exceptions to what we have said here, such as the work of Samir Amin on ‘delinking’ and the work of dependency theorists who operated in the 31

early years of the Economic Commission of Asia (such as Ashok Mitra), the Economic Commission of Latin America (such as Osvaldo Sunkel, Theotônio dos Santos, 
and Vânia Bambirra), and the Economic Commission of Africa (such as Mekki Abbas and Robert K. A. Gardiner). See Tricontinental: Institute for Social Research, 
Dependency and Super-exploitation: The Relationship between Foreign Capital and Social Struggles in Latin America, dossier no. 67, 8 August 2023, https://
thetricontinental.org/dossier-67-marxist-dependency-theory/.

 Chalmers Johnson, MITI and the Japanese Miracle: The Growth of Industrial Policy, 1925–1975 (Stanford: Stanford University Press, 1982) and Alice H. Amsden, 32

Asia’s Next Giant: South Korea and Late Industrialisation (Oxford: Oxford University Press, 1989).
 The East Asian Miracle: Economic Growth and Public Policy was published by the World Bank in 1993. It was authored by Nancy Birdsall, José Edgardo L. Campos, 33

Chang-Shik Kim, W. Max Corden, Lawrence MacDonald, Howard Pack, John Page, Richard Sabor, and Joseph E. Stiglitz.
 Ha-Joon Chang, The Political Economy of Industrial Policy (New York: St. Martin’s Press, 1994) and Mariana Mazzucato, The Entrepreneurial State: Debunking Public 34

vs. Private Sector Myths (London: Anthem Press, 2013).
 The key text here is Nancy Birdsall and Frederick Jaspersen, eds., Pathways to Growth: Comparing East Asia and Latin America (Washington, DC: Inter-American 35

Development Bank, 1997).
 Bill Warren, Imperialism: Pioneer of Capitalism (London: Verso, 1980).36
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economies, plundered their resources, and entrenched dependency through brutal wars, repression, and the destruction 
of indigenous systems of production.  Warren’s theory amounted to nothing more than a version of neoclassical 37

modernisation theory garbed in Marxist jargon. 

Third, in the 1970s and 80s some Marxists, known as political Marxists, charged the dependentistas with being ‘neo-
Smithian Marxists’ for overemphasising the relations of exchange between the core and periphery while neglecting the 
internal social and political relations in the periphery.  Yet there may be room for conciliation between the so-called 38

neo-Smithians and political Marxists, with some theorists linking externalities like imperialist relations to internal socio-
political dynamics like class relations. 

In his magnum opus The Political Economy of Underdevelopment (1982), the Sri Lankan Marxist political economist S. 
B. D. de Silva argued that imperialism developed and strengthened the role of merchant capital while stifling its 
transformation into industrial capital.  De Silva believed that rather than engage in a semantic debate as to whether or 39

not the periphery had transitioned to capitalism (dependentistas believed it had, whereas political Marxists, such as 
Robert Brenner, believed it had not), it was more productive to examine how imperialism acted through internal class 
structures to prop up elements opposed to industrialisation. For de Silva, underdevelopment was linked to the absence of 
a class and an economic system that was dedicated to capital accumulation not just in money terms, but also in 
productive fixed assets. 

Similarly, scholars from the socialist bloc in Eastern Europe and Central Asia developed their own analysis of neocolonial 
dependency in the world economy and the role of internal class structures in the Global South. For instance, the Soviet 
political economist Sergei Tyulpanov argued that the state had to isolate those domestic forces hindering industrialisation 
(feudal landlords and merchant capital) and create a strong public sector while encouraging the progressive potential of 
the national bourgeoisie in a private sector.  Within this strategy of ‘non-capitalist development’, it was crucial that 40

national-democratic parties take charge and not relinquish political power to the bourgeoisie. 

A Marxist Development Theory 
Over the past fifty years, during the height of the Washington Consensus, most of the poorer nations slumped into 

cycles of debt and austerity, high rates of poverty, and deep despair. China, however, has been able to break through the 
‘development of underdevelopment’ since the 1949 revolution and move from high levels of poverty to a society that 
has eradicated absolute poverty and emerged as a major economic power.  What distinguishes China from other 41

countries is that the balance of political power is not in the hands of the capitalist class (certainly not with MNCs) and 
that the Chinese government, ruled by the Communist Party of China, has developed a planning process that allocates 
resources both for growth and social betterment in a dialectical balance. Any robust and pragmatic Marxist development 
theory must engage with the breakthroughs made in China. Two points are important to highlight in this regard. 

 Aijaz Ahmad, ‘Imperialism and Progress’, in Lineages of the Present: Political Essays (New Delhi: Tulika, 1996).37

 Robert Brenner, ‘The Origins of Capitalist Development: A Critique of Neo-Smithian Marxism’, New Left Review, no. I/104 (July/August 1977): 25–92. Brenner’s 38

essay occasioned a large debate, which began with Ben Fine’s ‘On the Origins of Capitalist Development’, New Left Review, no. I/109 (May/June 1978): 88–95 and 
Paul Sweezy’s short note ‘Comment on Brenner’, New Left Review, no. I/108 (March/April 1978): 94–95.

 S. B. D. de Silva, The Political Economy of Underdevelopment (London: Routledge, 1982).39

 Sergei Tyulpanov, Politische Ökonomie und ihre Anwendung in den Entwicklungsländern [Political Economy and Its Application in the Developing States] (Frankfurt/40

Main: Verlag Marxistische Blätter, 1972).
 Tricontinental: Institute for Social Research, Serve the People: The Eradication of Extreme Poverty in China, Studies in Socialist Construction no. 1, 23 July 2021, 41

https://thetricontinental.org/studies-1-socialist-construction/.
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First, while a capitalist class exists in China, it has not been allowed to consolidate political power. The dynamics that 
are present in Global North societies – where the state and other institutions are directed by private capital – are not 
present in China, where these institutions are instead directed by a political force that is committed to socialism. 
Furthermore, China has a large public sector that encompasses land, finance, trade, and heavy industry. This sector is 
sufficiently powerful to prevent the capitalist law of value from overwhelming economic decision making in China. 
Therefore, China’s experience does not conform with modernisation theory. 

Second, because political power rests with the Communist Party of China, political decisions made in the country are 
not driven by other countries’ or entities’ interests (such as those reflected by the Washington Consensus). China has, as 
Amin says, successfully ‘delinked’, allowing its own national development strategy to define its development policy.  42

This is accomplished by the country’s public control over land and finance, which enables the state to connect with the 
world economy through trade, investment, and global value chains, deepening the socialisation of labour (a key element 
in Marx’s political vision for socialism). This has allowed China to break with the pessimism of dependency theory to 
become the largest trading nation in the world. 

Neither modernisation theory nor dependency theory can fully explain China’s rise. While China does exhibit certain 
aspects of a developmental state with proactive industrial policies, this still does not provide us with a theoretical 
explanation of its rapid growth. China’s Reform and Opening Up (1978) was an iterative and experimental process, 
always emphasising the importance of local conditions. Though it has not yet emerged as a developed economy and 
society, China has, as Enfu Cheng and Chan Zhai argue, achieved ‘continuous progress toward prosperity’, moving from 
the periphery to the position of ‘quasi-centre’ of the global system.  43

 Samir Amin, ‘China 2013’, Monthly Review 63, no. 10 (March 2013), https://monthlyreview.org/2013/03/01/china-2013/.42

 Enfu Cheng and Chan Zhai, ‘China as a “Quasi-Centre”’ in the World Economic System: Developing a New “Centre-Quasi-Centre-Semi-Periphery-Periphery” 43

Theory’, World Review of Political Economy 12, no. 1 (Spring 2021): 22.
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Yet, even from this position, China has been able to eradicate extreme poverty and make significant progress in science 
and technology. What factors led to this peculiar outcome? A key component, and the starting point of our new 
development theory, is that China’s economic model has maintained a consistently high ratio of investment to GDP, 
leading to significant fixed capital formation in the form of infrastructure and industrial capacity. 

New research by Global South Insights (GSI) suggest that there is an ultra-high correlation between a high quantum of 
GDP growth and a high share of net fixed capital formation, which we shorten to net fixed investment (NFI). Net fixed 
investment refers to new fixed capital investment (e.g., expenditure on production machinery, infrastructure, etc., called 
gross fixed capital formation, minus that proportion of a country’s existing capital stock which wears out or becomes 
obsolete in the same period, which would be called depreciation for a singular enterprise). In short, the higher the share 
of net fixed investment in GDP, the higher the rate of growth. This high correlation applies to the 50 largest economies 
which constitute 88% of the world’s GDP. It also applies to over 50 smaller economies in the Global South.  This is to 44

say that it is not simply financial inflows but also their investment into new tangible assets that drives GDP growth. 

GDP is of course an imperfect measure of economic development, as it does not capture ‘externalities’ such as 
environmental degradation or elements of social progress. This does not mean that GDP is unimportant. Research by 
Global South Insights has found a statistically strong and significant correlation between GDP per capita and life 
expectancy. This correlation has risen since the 1990s. Moreover, increases in GDP per capita are correlated with 
proportionally larger increases in life expectancy for people with lower income levels. In other words, GDP growth can 
have very real material benefits for the people of the Global South. On the other hand, a stagnation in GDP growth, such 

 John Ross, Roy Singham, and Gisela Cernadas, “从210个经济体大数据中，我们发现了误解促消费对经济的危害” [From the Big Data of 210 Economies, We Found 44

the Misunderstanding of Promoting Consumption to the Economy], Guancha, 21 October 2024, https://www.guancha.cn/LuoSiYi/2024_10_21_752447.shtml.
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as that brought about by the Third World debt crisis and the onset of neoliberalism, can lead to lost decades where little 
to no progress is made in terms of human development. Of course, social protection plays a role too: there are 
exemplary cases, such as that of socialist Cuba, which has achieved a high average life expectancy even without rapid 
economic growth due to the criminal over six-decade US blockade. 

Since we know that NFI is positively associated with GDP growth and that GDP per capita growth is positively 
associated with an increase in life expectancy, it stands to reason that the basic task for progressive governments in the 
Global South is to increase the share of NFI in GDP. However, this presents three challenges: 

1. The share of NFI in GDP cannot be raised to such an extent as to depress consumption to intolerable levels in the 
short term. This requires supportive domestic and international financial institutions that can provide concessional 
and long-term finance for NFI. 

2. Mechanisms are needed to stem the plunder of resources from the Global South and to channel them into NFI. This 
would require international coordination on corporate corruption such as taxation evasion, transfer pricing, and 
trade misinvoicing. Additionally, multilateral mechanisms are needed to stabilise commodity prices. 

3. The NFI must be of a productive and ecologically sustainable nature (i.e., good quality). It is self-evident that NFI in 
speculative aspects in real estate cannot deliver the same outcomes as NFI in productive investment in infrastructure, 
agriculture, and modern industry. The latter is more conducive to the accumulation of skills and technology and the 
production of material goods. Furthermore, NFI in housing and household’s related infrastructure positively impacts 
both GDP growth and life expectancy. All this would require country-specific industrial and welfare policies that can 
only be shaped by the balance of forces in the class struggle in each particular case. 
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Conclusion 
China’s rapid economic growth and rising living standards since the 1949 revolution cannot be explained by 

conventional development theories. However, they can be explained by the high rate of NFI prioritised by the 
Communist Party of China. Consider, for instance, the massive investment and mobilisation of people required to build 
China’s high-speed railway system – the largest in the world. This is in no way a novel idea. Though there are 
disagreements as to how investment can be mobilised in conditions of semi-feudalism and imperialist encirclement, the 
Marxist-Leninist tradition has always emphasised that large-scale industry is the material basis for socialism. In 1920, 
Vladimir Lenin pithily summarised communist development as ‘Soviet power plus electrification for the whole 
country’.  Half a century later, the African revolutionary Amílcar Cabral taught us that the goal of national liberation is 45

‘the freeing of the process of development of the national productive forces’.  Therefore, the formulation of a new 46

development theory for the Global South is also a return to the source of our struggles for freedom from imperialism and 
neocolonialism. With it, we will chart the path for the Promethean aspirations of the darker nations. 
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