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DO INDIA AND CHINA REPRESENT COMPETINGMODELS OF ECONOMIC
DEVELOPMENT FOR OTHER EMERGING ECONOMIES? SHOULD CHINA’S
STATE-LED DEVELOPMENT AND INDIA’S MARKET-LED DEVELOPMENT

SERVE AS MODELS FOR OTHER DEVELOPING COUNTRIES?”

Suvonbek Urozov

Abstract: This paper examines whether China and India represent competing models of
economic development for emerging economies and evaluates the extent to which their
approaches can be replicated. It argues that while China’s state-led, investment- and export-
driven model and India’s market-led, consumption- and services-oriented model offer
contrasting development pathways, neither constitutes a universal blueprint for other developing
countries. Drawing on comparative analysis, the paper highlights how China’s model has
enabled rapid industrialization, infrastructure expansion, and structural transformation through
strong state capacity, while India’s model has fostered growth through private sector dynamism,
democratic governance, and domestic consumption. However, both models involve trade-offs,
including risks of overinvestment and environmental stress in China, and infrastructural and
institutional constraints in India. The paper further demonstrates that the effectiveness of either
model depends heavily on country-specific factors such as institutional quality, governance
capacity, and socio-political context. It concludes that rather than choosing between competing
paradigms, developing countries should adopt a hybrid and adaptive approach, selectively
incorporating elements from both models to design context-specific development strategies that
promote sustainable and inclusive growth.
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Introduction

It should be pointed out that China and India have already become two of the world’s most
significant emerging economies over the past five decades. Although these two countries have
some similarities, especially in the amount of population, historical poverty and quick integration
into the global economy, their development routes were considered to be strikingly different.
China chose the mode that was led by the state, investment-driven and export-oriented, while
India followed a market-led, consumption driven, and services-oriented path. As a consequence
of these divergent strategies, many researchers and policymakers started asking the question
whether these two nations represent competing models of development for other developing
states. This paper will argue that, in spite of these valuable lessons which are offered by China
and India’s models, both of them cannot be copied by another country as a turnkey template, so
other emerging economies must suit elements of each model to their own institutional, political
and economic context.

The Chinese Model: State-Led Development

China’s economic model is widely associated with extensive government involvement,
centralized economic planning, coordinated industrial strategies, and substantial investment in
infrastructure development. After Deng Xiaoping’s reforms in 1978, China began getting foreign
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capital, created and initiated Special Economic Zones, and supported export-led industrialization
(Syed and Walsh, 2025)

An important feature of China’s model is the developmental state which is said to be with
enough autonomy and availability to set long-term economic objectives, coordinating investment,
and limit rent-seeking behavior. One of the most important figures are local authorities since
they can attract investment, particularly in manufacturing, and the central government helps
them with tax issues regulatory guidance. (Zhai, 2017)

Infrastructure investment is also believed to be crucial part in this model due to the fact that
China constructed massive networks of roads, railways, energy systems and urban development
as well. Because of its export-oriented approach, China managed to rapidly industrialize and
became the workshop of the world. () Moreover, its high domestic savings rate furnished
resources for investment; state-owned banks and SOEs channeled funds into priority sectors.
(Khan, Wazir and Akhtar, 2019)

On the other hand, there are some trade-offs because this centralized model has restricted
political liberalization, and there are also risks of overinvestment, misallocation of capital and
environmental damage. As a consequence, it faces the challenge of rebalancing toward
consumption, reducing overcapacity, and changing its financial system. (Syed and Walsh, 2025)

The Indian Model: Market-Led Development

India’s path was remarkably different. When economic liberalization happened in 1991,
India opened up many sectors, removed regulations from industries, welcomed greater foreign
direct investment, and gradually privatized parts of its economy. As it was told, India’s growth
has been mainly service-oriented that are IT, telecommunications, and the outsourcing of
businesses instead of just manufacturing for export. (Syed and Walsh, 2025)

Consumption has been the crucial point of India’s growth since some analyses suggest that
over 70% of GDP comes from private consumption, driven by a growing middle class, increased
financial inclusion, and digital platforms. India’s democratic political system encourages
negotiated and gradual reforms, making large-scale structural change slower while contributing
to greater social and political stability. (Khan, Wazir and Akhtar, 2019)

Although India has introduced many market reforms, it still faces serious challenges such as
weak infrastructure, complicated regulations, rigid land and labor systems, and uneven
administrative capacity across different regions. These problems have slowed down the
development of large-scale manufacturing. In addition, India has sometimes invested less in
education, skills development, and infrastructure compared to China. (Manjunath and Dar, 2025)

Comparative outcomes

The contrasts between China and India can be seen in economic outcomes. First of all,
China’s growth has generally been much faster due to manufacturing and exports while India’s
growth was robust and relied on services and consumption. Secondly, India does not depend on
exports and therefore it is less affected by external shocks while China’s fast growth is linked
with large investments and capital-heavy industries. Thirdly, it should be told that China’s
centralized political system allows for rapid decision-making and long-term planning. However,
India’s democratic politics has several multiple stakeholders which can really slow the process of
policy adaptation. Finally, both nations face inequality and environmental challenges. China’s
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rapid growth raised incomes dramatically but created regional disparities and environmental
stress whereas India’s growth has raised living standards but unevenly across states, and public
service quality varies.

Are These Models Competing for Other Emerging Economies?

According to those counted differences, can China and India’s models be seen as competing
paradigms for developing countries? The short answer would be yes but with some limitations.

On the one hand, China’s model is suitable for those countries that have strong state
capacity and want to quickly industrialize. The appeal lies in its ability to build infrastructure,
push structural transformation and mobilize large-scale investment. For developing nations that
have strong states but weak private sectors, China’s model shows that state-led strategy work
effectively. However, India’s model is attractive for countries that support political pluralism
which mainly depend on private entrepreneurship and have an ability in managing services and
consumption markets. With its democratic governance, market-oriented reforms, and bottom-up
development strategy, this model may be viewed as more sustainable and inclusive by some
emerging economies.

On the other hand, neither model can be seen as a universal blueprint. The Chinese model
relies on a competent, relatively unaccountable state because corruption, rent-seeking and
overinvestments are real risks. If it is not controlled by capable state, rapid investment-driven
growth may lead to inefficiencies or debt crisis. If we look at India, its model depends on
institutional capacity such as courts, rule of law and regulatory agencies. Many developing
countries lack the human capital, financial systems, or democratic legitimacy to replicate India’s
trajectory. Moreover, uneven infrastructure or weak public goods provision can hamper private-
led growth.

Should Other Developing Countries Try to Copy These Models?

Countries would rather get lessons rather than copy the whole system. For example, they
have to avoid over-centralization like China if their government capacity is restricted, yet nations
can adapt China’s industrial policy approach. Moreover, India’s model is the suitable for states
that can adopt private-sector-led growth, but they must also invest in public goods such as
education and infrastructure.

Build state capacity and governance

In order to get advantage from state-led model, they should improve their institutions. This
means corruption should be reduced and they have to design long- term policies. Nevertheless, if
the state is weak, attempts at aggressive state intervention may backfire, so capacity building
should be noted as one of the crucial points.

Balance investment and consumption

A hybrid strategy can be the best version which aims to encourage public investment in the
sectors such as infrastructure and industrial capacity, while also maintaining private -sector
development and domestic demand. As a consequence, this balance helps to reduce the risk of
dependence on exports or over- reliance on consumption.

Case studies and evidence
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According to Akhilesh Chandra Prabhakar, who analyzed the “divergent paths to properity”
of China and India, argued that China’s centralized, export-led model brought rapid industrial
growth but now it has to cope with the issues such as inequality and environmental costs.
However, India’s consumption-led growth was slower in transformation but politically stable.

Another researcher whose name is Nilanjan Ghosh explains how 70% of the India’s GDP
was derived from consumption in 2025, compared to China’s much lower share, underscoring
the philosophical differences in their growth models. (Observer Research Foundation, 2025)

Comparative studies highlight that China invested massively in manufactured exports, state
financing and SEZs while India chose to focus on institutional reforms, financial system, and
private sector liberalization. (Khan, Wazir and Akhtar, 2019

Challenges to replication

- Political legitimacy and governance

China’s authoritarian governance structure allowed it to mobilize resources and push
reforms quickly. On the other hand, there is no access or they do not want that centralized power
which means that model cannot be applied. Furthermore, without strong institutions, state-led
investment may get captured by elites.

- Financial sustainability

Spending much capital on large-scale infrastructure and industrialization requires large
savings and usually borrowing. If a state’s fiscal system is weak, it leads to financial crisis, as
seen in some emerging markets. Overinvestment often means overcapacity and as an example of
this can be some sectors of China’s economy.

- Social and Environmental costs

Fast industrialization usually brings social displacement and environmental degradation.
Countries that are replicating China’s model should take these costs into account and invest in
social safety nets and environmental regulation. However, consumption-less model like India’s
risks inequality and underinvestment in infrastructure.

Conclusion

In summary, it should be mentioned that India and China represent two distinctive models,
one of them is mainly concentrated on export and state-led while the second one is market-led
and consumption- driven. According to the results, both nations managed to achieve success in
their own ways, yet there are some obstacles which need to be addressed. For other developing
countries, the best approach is not to copy one system blindly or reject the other completely.
Instead, governments can learn useful lessons from both experiences. Strong institutions, good
governance, and balanced growth should be the priority which combines state-led investment in
infrastructure with the energy and creativity of the private sector. By adapting these ideas to their
own political, social, and economic conditions, countries can design development strategies that
work best for them. In the 21st century, economic power is becoming one of the vital tools, so
flexible and practical approaches are likely to offer the most stable and sustainable path to long-
term growth.
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