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Introduction 

Neoliberal ideology/policy or neoliberalism is 
usually defined by emphasis on the importance 
of free market competition and association with 
laissez-faire economics. It is characterized by 
its belief in economic growth to achieve human 
development, faith in free markets for 
maximum efficiency in allocating resource, 
freedom of trade and movement of capital and 
heightened importance projected on minimum 
state intervention in economic matters. 
Neoliberalists often argue that post
Keynesian state is in crisis due to its size, 
heavy taxes and inflation and therefore renders 
the state inefficient as compared to markets 
when it comes to the economy and thus think 
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that the state should reserve itself to policy 
making. Neoliberal thinkers often make use of 
the theory of rational choice (a micro
analysis tool that shows the relationship 
between social and economic behaviour to 
conclude that individuals make choices that go 
most with their preferences) to criticize the 
polity claiming to promote publ
often acting to maximizing their power and 
wealth, further strengthening their argument on 
the state’s inefficacy. 
 
1.Neoliberalism in India and China
1.1 China 
Chapter 5 of David Harvey’s 
Neoliberalism talks about the growth of China 
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as a powerful economy with its step-by-step 
introduction of new reforms and integration in 
the world market.  The new economic reform 
programme was introduced by Deng Xiaoping 
as a response to two issues – political 
uncertainty caused by Mao’s death (1976) and 
economic stagnation. Four modernisations in 
the fields of agriculture, industry, science & 
defence, and education were the main focus of 
this reform under the slogan of ‘xiaokang’ 
(concept of an ideal society providing for all its 
citizens). This move was made to ensure 
China’s economic stability as well as maintain 
its prestige in the midst of the rise of capitalism 
in the rest of East and South-East Asia. The 
main goal was to encourage competition 
between and state-owned firms and spark 
innovation and growth and bring market forces 
to bear internally within the economy. China 
also opened itself up to foreign trade and 
investment under the strict supervision of the 
state, thus marking the end of its isolation from 
the world market. This had two motives – a) to 
procure technology transfers and b) gain 
sufficient foreign reserves for purchase of 
means to facilitate stronger economic growth. 
As mentioned in the chapter, “The gathering 
strength of neoliberal policies on international 
trade during the 1980s opened up the whole 
world to transformative market and financial 
forces. In doing so, it opened up a space for 
China’s tumultuous entry and incorporation 
into the world market in ways that would not 
have been possible under the Bretton Woods 
system. The spectacular emergence of China as 
a global economic power after 1980 was in part 
an unintended consequence of the neoliberal 
turn in the advanced capitalist world.” 
(Harvey-2005-p.121) 

One thing that can be said surely is the China 
managed to avoid disastrous economic 
consequences for itself by not following the 
post-Soviet Union model of shock therapy (a 
model of transition for communist to capitalist 
economy formulated by the International 
Monetary Fund and World Bank) and instead 
followed its own peculiar path to ‘socialism 
with Chinese characteristics’ or ‘privatization 
with Chinese characteristics’. In 1978, when 
these reform processes initiated, most 
significant things came under State-owned 
enterprises (SOEs) that dominated leading 
economical sectors in China. They offered 
security of employment, welfare and pension 
benefits to their workers. However, during the 
1980s, SOEs were permitted to hire workers on 
a contractual basis without any social 
protections and were granted greater autonomy 
in management from state ownership. This 
enabled managers to retain proportion of 
profits and sell any surplus product over the 
target at free market price which led to a setup 
of an awkward and short-lived dual price 
system. SOEs did not manage to grow in this 
revolutionary period and instead fell into debt. 
They had to be supported by the central 
government or state-owned banks, the latter 
causing further problems as non-performing 
loans lent to SOEs grew exponentially. In 
1993, large and medium state enterprises were 
turned into limited liability (having 2 – 50 
shareholders) and shareholding companies 
(having more than 50 shareholders and could 
offer public issues). The most important SOEs 
were turned into share-based cooperatives 
where employees could purchase shares. SOEs 
share in total manufacturing employment 
dropped from 40% in 1990 to 14% in 2002. 
The communal lands given to peasants under 
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‘personal responsibility’ system was dissolved 
by the end of 1980s. Their previous 
administrative power thus went to the newly 
created township and village governments that 
were setup under Constitution of December 
1992. These governments were allowed 
possession of communals’ industrial assets and 
restructure them as Town and Village 
enterprises (TVEs).  These TVEs acted as local 
entrepreneurs, mainly active in rural 
peripheries of large cities and had flourishing 
joint ventures with foreign capital investments 
as well. They came to be an “incredible source 
of dynamism in the economy during the first 
decade of the reform period” (Harvey-2005-
p.128), employing around 128 million people 
by 1995. They also functioned as proving 
grounds for reforms and whatever worked with 
them became the basis of state policy. TVEs 
paid low wages and didn’t offer any benefits or 
legal protection; only some of them offered 
these limitedly. Foreign direct investments met 
with mixed results in the 1980s and were 
initially channelled into four special economic 
zones in the southern coastal region for the 
purpose of production of goods to export to 
earn foreign exchange. More than 2/3rd of 
foreign investment that came during the 1990s 
was from overseas China, particularly Hong 
Kong or Taiwan. The designation of several 
open coastal cities and open economic regions 
by the government was followed by opening up 
the whole country to foreign exchange 
investment of any type.  
Foreign trade’s share in China’s GNP went 
from 7% in 1978 to 40% by early 1990s and 
has remained constant since then. China’s 
share of world trade also quadrupled during the 
same time. By 2002, China had become the 
largest recipient of foreign direct investment in 

the developing world and multinational 
corporations were making full use of its market 
profitably. Even though the export-led strategy 
of economic development has brought dynamic 
results, this was not initially planned during the 
initiation of the new reform programme. It was 
only during 1987 after the success of 
Guangdong’s special economic zones and after 
Deng Xiaoping’s southern tour in 1992 that full 
force was put behind this strategy. The initial 
success of this strategy was depended upon 
Hong Kong as it already was a significant 
centre of capitalist dynamism and conveniently 
positioned at the centre of a Chinese business 
diaspora. Its proximity to China was also 
essential to the development that was brought 
about in the country. Sources of foreign direct 
investment further extended during the 1990s 
to Japan, South Korea, US and Taiwan as they 
began to use China as an offshore production 
site in a massive scale, and its huge internal 
market became more attractive to foreign 
capital. The degree of reliance on foreign direct 
investments distinguishes China from its fellow 
East-Asian neighbours Japan and South Korea 
in the sense that inter-regional trade is not well 
developed and capital flow from one part to 
another part of the country is not easy. For 
example, Guangdong trades more with the 
outside world as compared to its trade with the 
rest of China. Another landmark in its 
integration with the world market is China’s 
accession to the World Trade Organisation in 
2001. It has come to compete with other low 
cost locations such as Mexico, Indonesia, 
Thailand and Vietnam due to its incredible 
wage labour advantages (hourly wages in 
textile production during 1990s was 30 cents 
only). China’s economic growth has led to it 
being more dependent on foreign sources for 
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raw materials end energy as compared to its 
relative self-sufficiency. Chinese businesses 
also invest overseas to consolidate their 
position in foreign markets. One thing that is 
worth noting is that its labour surplus departs it 
from the neoliberal template.  
“China has travelled the path from one of the 
poorest and most egalitarian societies to 
chronic inequality, all in the space of 20 years” 
(Harvey-2005-p.144). The economic revolution 
never focused on social inequality and thus the 
income divide between urban rich and rural 
poor has widened to an extremely sharp extent, 
the differentiation between town and country 
being written in law. Not only was there great 
inequality between urban and rural sectors, it 
was increasing within both the sectors as well – 
this was an uncertain indicator of class 
redistribution. Other factors like – a) the 
relationship between party members, 
government officials, private entrepreneurs and 
banks, b) indigenous capital, c) real-estate 
developments in large cities, d) speculation is 
values of assets through credit and e) 
emergence of a consumer culture also play an 
important role in bringing inequality in the 
Chinese society. There is also a gender context 
to this problem – women in the southern 
coastal areas have great opportunities of 
income and employment whereas women in the 
north are subjected to low wages, low status 
service-sector jobs and even prostitution. Non-
payment of wages and pension obligations has 
resulted in eruptions of various labour protests, 
mostly in violent in nature in Liaoyang (2002), 
Jiamasu (2003), and even more recently in 
Anhui and Dongguan. This shows a shift in the 
relationship between the Communist Party and 
the workers – while earlier the party stood 
alongside workers to protect them from 

exploitation from capitalist forces, the very 
same party now stands with those very forces 
against the workers and are even prepared to 
use its monopoly of violence to quell dissent 
and suppress their rising demands. “China, we 
may conclude, has definitely moved towards 
neoliberalization and reconstruction of class 
power, albeit with Chinese characteristics.” 
(Harvey-2005-p.151) 
 
1.2 India  
India ran into a major economic crisis with its 
roots in 1985 when it began to have balance of 
payment issues. The crisis became worse in the 
end of 1990 as a consequence of the Gulf War. 
Foreign reserves had also depleted to a large 
extent which led to a sharp devaluation of the 
rupee taking place in a time period of three 
days. This economic crisis was what led to the 
introduction of New Economic Policies (NEP) 
that brought the wave of neoliberalism in India. 
The main objectives of the policies were – a) to 
achieve economic stability by bringing down 
inflation rate and removing imbalances in 
payments, b) strive for higher economic 
growth, c) convert the economy into a market 
economy, build sufficient foreign exchange 
reserves, increase participation of private sector 
and d) facilitate international flow of capital, 
services, technology, etc without barriers. Just 
like the Chinese economic reforms of 1978, the 
NEP of India also strived to promote more 
competition to improve efficiency and 
productivity of the economy. This had three 
main branches – liberalisation (freeing private 
sectors from earlier imposed licensing and 
other restrictions with the exception of 
industries like liquor, drugs, industrial 
explosives, etc), privatisation (permitting 
private sectors to set up industries previously 
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limited to public sector and selling of public 
sector units to private sectors), and 
globalisation (increased economic interaction 
with the rest of the world). The NEP is now 
credited with India’s 7% annual GDP growth, 
calling it a successful attempt to elevate India 
from poverty and bring about economic 
growth. However, the reality is  contradicting 
what this rate of growth might say. The wave 
of neoliberalism has bought vast inequalities 
among people and regions and has increased 
the number of poor in the country. India’s 
population consists of a majority of agricultural 
workers (about 72%) and it is them who have 
suffered the most with the surge of neoliberal 
policies. Since the policies eliminated state 
intervention, social welfare programs and land 
ceiling laws that were formulated to protect the 
interested of the workers in the agrarian sector 
were reversed and subsidies offered were 
slashed. Getting cheap credit for production 
also became increasingly difficult, which led to 
workers being dependent of local 
moneylenders again who exploited them and 
trapped them in a cycle of debt and public 
distribution system became even more flawed. 
All these factors made it easy for the capitalist 
businessmen to buy peasant lands at cheap 
prices and use them for setting up their own 
enterprises. All this, along with imports of 
subsidised foreign agricultural goods, has led 
to unemployment of masses and vast migration 
from rural to urban areas in order to get jobs, 
putting even greater pressure on wages. The 
situation is similar to rural migrants (about 114 
million by official account) flooding cities 
illegally in search of work in China when 
communes were dissolved and their assets were 
restricted into TVEs. After the NEP, “growth 
rates of agriculture and rural employment 

started to show a steady decline, being -2% in 
the period 2000-2001 compared to 3.08% in 
1980-1990, and 0.66% between 1996-2000 
compared to 2.07% in 1977-1984, respectively. 
In addition, in 2005 the National Sample 
Survey report disclosed that, given the option, 
nearly 40% of farmers would like to quite 
farming.” (Martin-2017). In addition to that, 
what is even more saddening in India’s case is 
the staggering rate of farmers committing 
suicide. On the other hand, the NEP has 
bestowed great wealth upon the hands of a few 
– a) the rural elite who gained greater power to 
influence the economy and greater 
opportunities amidst integration into the world 
market, and b) the educated population 
employed in IT and other related industries. 
Like China, India has also reconstituted a class 
power structure where a few have opportunities 
and wealth while the rest suffer due to poverty. 
Along with increasing inequalities among 
people, there also developed deep regional 
inequalities within the country, just how there 
were deep inequalities between the flourishing 
South and rusting North in China. Since 
neoliberal investments are generally profit 
centric, investments tended to be concentrated 
in only some regions that seemed profitable 
(usually urban areas in general) and these 
regions became highly developed. On the other 
hand, since the NEP had led to agricultural 
stagnation, rural development did not occur at 
all, leading to enormous unevenness in 
development. While advocates of the NEP 
argue that the IT sector has opened up new 
employment opportunities, it has only does so 
for a small portion of educated middle class 
population and has no significant contribution 
to solve the situation of unemployment. The 
political left of India – the Communist Party of 
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India and the Communist Party of India (M) – 
has not given a very solid critique of these 
policies that could slower their implementation 
but instead has “virtually converted itself into a 
conduit for the implementation of the NEP 
through ideological and administrative 
reforms” (Das-2012). It has also supported 
parties that have implemented these policies 
and even implemented them for pro-business 
ventures in regions where they held power. 
This has similarities with how the relationship 
between the Communist Party of China and the 
workers experienced a shift with the new 
economic reforms from the party protecting the 
interest of workers to it holding hands with the 
very capitalist forces that exploit these 
workers. There also have been movements in 
resistance to the NEP which were subverted 
using very undemocratic means, yet again 
mirroring the fate of movements against new 
economic policies in China. The neoliberal tide 
has also adversely affected the relationship 
between India and its neighbour, Nepal. The 
two countries had signed a treaty of peace and 
friendship in 1950 allowing free movement of 
groups and nations between them and 
collaboration in matters of defence and foreign 
policy. India has focused on gains in “absolute 
terms instead of relative gains because there is 
no wealth in Nepal for it to extract except 
hydropower and water resources.” 
(Budhathoki-2016). Political leaders in Nepal 
use its developing relations with China to 
intimidate the Indian government since India 
does fear what would happen if “Nepal might 
open up the Pandora box gifted by China and 
let the plagues spread across the open porous 
borders” (Budhathoki-2016) and Nepal being 
distanced even farther from its geopolitical 

clutches as Nepal-China relations develop 
further. 
 
Conclusion 
After studying the working of neoliberalism in 
both India and China, it can be concluded that 
neoliberal policies bring with itself unregulated 
growth, deep trenched inequalities between 
peoples and regions and exploitation of 
labourers. While their rate of GDP growth 
might indicate a great level of economic 
development, it is vital to realise that GDP 
growth rate is not without its limitations. One 
thing that GDP is not capable of showing is 
how the income of a nation is distributed, thus 
it doesn’t show the reality of these increased 
incomes – wealth is concentrated in the hands 
of a few while the majority of the population is 
crushed by poverty and lack of development. 
As seen from the case of India and Nepal, it 
can also be said that an economy run purely by 
market can make the state greedy, which might 
not have great consequences in the long run.  
The present results of the tide of neoliberalism 
can only be called growth and not development 
since development will come only when 
benefits of growth are distributed to a larger 
extent, for instance – a state where most of the 
population is unemployed and uneducated can 
hardly be called developed even if it has a high 
GDP since a good mass remains backward. 
Another important point to note is the power of 
western hegemony (the developed world) over 
its developing eastern counterpart. The origin 
of neoliberalism lies with the west and its 
development largely controlled by western 
institutions like the International Monetary 
Fund and World Bank as they have the power 
to instruct other economies on what policies 
they can implement and how they should 
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implement them.  Neoliberals argue that state is 
inefficient when it comes to keeping the 
economy stable but from the two cases it can 
be seen that without state involvement, there is 
no true development since free markets tend to 
create or worsen inequalities while the state 
can impose welfare measures to protect all the 
people from exploitation. It can therefore be 
suggested that the state and market should 
collaborate in such a way that it ensures 
economic growth and development of all the 
people instead of the lopsided scenario we see 
currently, and in accordance with the situation 
particular to that state, like one would (and has 
in the post-colonial period) do while forming 
for itself a constitution by borrowing 
provisions from the constitutions of other 
nations.  
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