K N Raj and Development Research & Practice

Background Note for the Symposium on Development Researchers Day, 2026
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February 10th marks the death anniversary of K.N. Raj (1924-2010), the eminent economist,
development scholar, policymaker, and institution builder. In late 2024 the Kerala
government declared the day to be Development Researcher’s Day. This is the context of the
symposium on Feb 10, 2026.!

1 KN Raj

The theme of the symposium is directly inspired by the life and work of K. N. Raj. A very
short biographical sketch follows. After postgraduate study culminating in a PhD from the
London School of Economics in 1947, Raj was at the Reserve Bank of India (RBI) and the
Planning Commission in the initial years after independence. At the former institution Raj
lead the first ever calculation of India’s balance of payments accounts and at the latter
institution he played a role in writing the first five-year plan—both while in his 20s. He spent
his 30s and 40s mostly at the Delhi School of Economics where he produced important
economic and policy studies, built a renowned research programme, and attracted illustrious
scholars. In his late 40s, he decided to leave that career behind and move to Kerala to
establish the Centre for Development Studies (CDS) in Trivandrum. Jain (2010) pays tribute
to his character attribute of ‘letting go’ of spaces of power. Like several of his generation, Raj
had ‘the ability to become invisible in India’s public spaces’ and he possessed a ‘deep
humility and modesty’ (Jain 2010, 5). At the CDS he built up another renowned research
programme that attracted scholars from across the country and beyond.

There is a remarkable breadth in the themes explored by Raj in his scholarly and policy
work—even for a time in which economists tended to have wide-ranging interests. Kannan
(2011), Mody (2006), Krishnamurty (2007), and Vaidyanathan (2007) have reflected on the
breadth and insights in Raj’s work. Vaidyanathan (2007, 3096) identifies the following
themes on inclusive growth: macroeconomic issues in development, agrarian structure and
land reform, rural unemployment, the bovine economy, decentralisation, governance regimes,
and the impact of global economic structures on the developing world. Reddy (2010) singles
out the agrarian framework, functioning of postcolonial rural societies, unemployment and
underemployment, and the bovine economy. Kannan (2011) identifies development planning,
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agrarian economy, labour markets, Kerala’s development, and policies and political economy
of development.

Raj had a deep ‘commitment to the nation-building project’ (Reddy 2010, 4). His career
coincided with heightened expectations regarding democracy and development in
postcolonial India. Raj combined his humanist approach with contextual understanding—
embedding policy knowledge in political, economic and socio-cultural realities that
emphasised democracy, similar to that of his US contemporary Harold Laswell. Thus, in the
context of the first five-year plan in part authored by Raj, when Nehru wanted a Soviet-style
state-dominated push for investment, Raj opposed him on democratic grounds because
common people would bear the cost (Patnaik 2010, 64).

Economists tend to place a lot of emphasis on economic growth, often to the point of
subsuming or ignoring employment and inclusion. Raj took a clearly different position. In his
famous Cairo lectures he noted that employment had ‘the right to be regarded as an end in
itself’—and that if the approach to growth does not centre employment, it would be ‘too
divorced from the realities to be of any practical value’ (Raj 1957, 2). Further, Raj’s long-
standing interested in employment ‘was intimately tied to structure of inequalities in
landholdings and the presence of different forms of wage labour’ (Mody 2006, 10—11). This
produced ‘a rare breadth of perspective in exploring the role of material, social and political
factors in shaping the development process’ (Vaidyanathan 2010, 76). The institutional basis
for his analysis of employment influenced works such as Gunnar Myrdal’s Asian Drama and
Amartya Sen’s Employment, Technology and Development as well as the reports of influential
government committees such as the Dantwala Committee (Krishnamurty 2007). Raj also
brought this spirit to the celebrated MPhil programme at the CDS (Reddy 2010).

Raj (1976b, 10) notes the importance of ‘power and social values in determining what
choices are open to whom and how far they can go in exercising them’—even though
economic theory has not ‘squarely faced’ these issues. Despite the importance of power and
social norms in resource utilisation and income distribution, ‘they have come to be treated
merely as exogenous elements more or less on a par with climate and culture’ (Raj 1976b,
11). In a book chapter titled ‘barriers to growth’, Raj (1979a, 162) identifies factors external
and internal to a developing economy:

The most important of the factors internal to these countries which determine their
success in facing and overcoming the barriers to development are the economic and
political power structure, the interests and values it upholds, and the choices that can
(and cannot) be effectively made within such a framework.

Raj (1973b) explores governance regimes through the concept of intermediate classes, among
his ‘most original and provocative contributions’ (Mody 2006, 12) and an instance of
‘confronting, not avoiding, difficult issues’ (Krishnamurty 2007, 265). Intermediate classes
are a set of heterogeneous groups—small businesses, large and middle peasantry, public
sector employees, and the lower middle classes—between big business and the economically
disenfranchised with considerable influence on the state. They pressure the state ‘to follow
price policies which in effect subsidise one segment or the other of the ruling class and its



main allies’ (Raj 1973b, 1192). Further, since rich peasants are also a constituent of the
intermediate classes, they pressure the state ‘to secure as high a price as possible for their
marketed surpluses’ (Raj 1973b, 1192). Since intermediate regimes make it difficult to tax
either agriculture or industry, the state is constrained to extract resources for investment and
growth (Raj 1973b, 1192). State spending is disproportionately focused on the middle with
spraying of unproductive subsidies. Economic inclusiveness increases to a small degree to the
organised industrial working class and to the very disadvantaged. This explains, for instance,
the main subsidised infrastructure services and subsidised education benefiting the middle
classes—while anti-poverty programmes were also launched. However, the bulk of the small
peasantry, the landless, and the unemployed do not gain much from the intermediate regime
as they do not strong political representation. According to Vaidyanathan (2007, 3096), ‘the
extent to which the unravelling of the Indian experience corresponds to Raj’s analysis and
prognosis is remarkable.’

2 Raj on policy

Mody (2006, 11-12) writes that ‘while history, structure, and long-term institutions were
crucial to his analysis, a case could be made ... [that] Raj’s more salient contribution was his
opening up of a dialogue and debate on the political influences on Indian economic policy-
making.’ For instance, in his analysis of the fifth five-year plan that was to start in 1974, Raj
insists that it should have better fitted ‘the existing structure of social and political power’ and
that the real question of growth was a political rather than technical one (Raj 1973a, 311).
Indeed, five months later Raj published his thesis on politics and intermediate classes in the
same journal. The early 1970s was a time of considerable political ferment, with opposition
to prime minister Indira Gandhi’s abrupt left populist moves eventually culminating in
sustained resistance that provoked the Emergency. According to Reddy (2010, 4), Raj acutely
felt how policymaking was overwhelmed by politics: ‘The late 1960s and early 1970s were
when his disillusionment with planning set in. Indira Gandhi’s ‘Garibi Hatao’ programme
sought to use slogans to cover up for the failures of planning. Traditional tools of economics
seemed incapable of understanding the Indian economy...” While his humanist vision may
have made him sympathetic to the left populism of the early 1970s, Raj was wary and critical
of the potential economic unsustainability and political authoritarianism lurking behind them
(Kannan 2011). Quoting from Raj (1977), Kannan (2011, 383) writes:

He was ... critical of such populist programmes which failed to focus on the
fundamental structural and institutional problems especially facing rural India. But he
went further, by exhorting the politicians who criticized the programme to go beyond
it for a meaningful ‘transformation in power relations and in economic organisation in
the countryside’.

Political scientist Theodore Lowi proposed a four-fold classification of policies based on the
nature of coercion and targeting involved (Lowi 1966). Among individually targeted policies,
‘distributive policies’ have weak sanctioning and ‘regulatory policies’ have strong
sanctioning. Among general (non-targeted) policies, ‘constituent policies’ have weak
sanctioning and ‘redistributive policies’ have strong sanctioning. The policy work of most



economists tends to be restricted to distributive policies (public expenditure and programmes
regarding food, health, education, skilling, social security, and so on) or regulatory policies
(labour regulations, foreign exchange controls, and so on). Remarkably, Raj’s work spans all
four types of policy, as elaborated below.

Raj’s work on distributive policies is exemplified by the landmark study titled Poverty,
Unemployment and Development Policy: A Case Study with Reference to Kerala (UN-CDS
1975). This was primarily through the efforts of Raj and others at the CDS (Bagchi 2014;
Kannan 2011) and received international attention. Bagchi (2014) emphasises the ‘cause-
finding’ structural analysis of the UN-CDS study—for instance, the importance of the public
distribution system and universal free schooling. He also notes that the study points to
development inequalities created by ‘a possible differential advantage enjoyed by those
belonging to the higher strata of society’. According to Bagchi, such structural features were
‘not recognized by conventional economists commenting on Indian economic development’,
nor were they recognised adequately later in the UNDP’s Human Development Reports
(HDRs). The term ‘Kerala model of development’ later came out of the development
discourse associated with the report. Kannan (2011, 379) notes that ‘Raj’s idea was to
demonstrate the possibility and the feasibility of human development (without of course
using this now fashionable terminology) without waiting to attain high levels of income.’
Amartya Sen (1993, 3) underlines the importance of Raj ‘drawing attention to the far-
reaching importance of studying Kerala’s economic experience in reducing mortality rates
and raising life expectancy ... despite Kerala’s low per capita income.’

Since Raj was active as scholar and policymaker from the start of India’s planning era, he
naturally engaged considerably with regulatory policies. As chairperson of the Committee on
Steel Control set up in 1963, Raj had favoured decontrol based on his grounded theory
orientation (Jacob 2024). Unlike the anti-licence-raj brigade, though, he was far from being a
market fundamentalist. Raj (1968, 1001) noted that the committee’s report was ‘often
referred to as having set the fashion for “decontrol” ... but what has not perhaps been
emphasised is that the system of regulation it proposed for handling normal shortages in the
case of steel was based on the device of a dual market (one subject to administrative controls
and the other allowed to operate freely with buffer stock operations to regulate it).” Raj’s
general approach to regulatory policy was an eminently sensible and balanced one. After the
experience of several years of planning and regulation, his remarks regarding the fourth five-
year plan seem pertinent even today, for Raj (1968, 1001) broaches the

... larger question of what is to be the approach to the distribution of strategically
important resources like foodgrains, steel and foreign exchange when they are in short
supply. Once the answer was simply in terms of “integrated controls”, but it has now
been given up ... This in itself is probably to be welcomed, for the detailed
administrative decision-making on a comprehensive scale implicit in the earlier
thinking on this subject was indeed self-defeating ... That administrative controls
should be reduced “to the minimum” is not saying much ... unless something is said
also about the kind of controls needed.



Raj’s policy interests did not stop at distributive and regulatory policies. He was deeply
interested in redistributive policies—and the one dearest to his heart was land reforms
(Kannan 2011). Early on, in his Cairo lectures Raj (1957, 8) had observed that rural
household economic wellbeing would depend on land reform policies along with household
industry policies. When exploring the issue of growth and agricultural productivity through
inter-country comparison, Raj (1970) notes that Taiwan’s impressive growth was preceded by
land reforms while Mexico’s growth occurred through a modern sector in a dualist system
where the large traditional sector saw little transformation—an institutional argument that
also points to spatial inequality. However, analogous to the previous discussion of Raj’s
concern over regulatory policies going rogue, he was concerned about the feasibility of
implementing land reforms: ‘The institutional impediments in the way are still so powerful
that one has to be a very considerable optimist to believe that, without an almost
revolutionary change in the balance of social and economic forces, any considerable progress
can be made’ (Raj 1975, 12). Later, writing with Michael Tharakan, he observed that land
reforms in Kerala did not significantly reduce inequality in land ownership as middle and
upper castes and classes benefited along with many landless households (Raj and Tharakan
1983), an issue that Sivanandan (1992) explores at length. Thus, concludes Vaidyanathan
(2010, 77): ‘He was an ardent advocate and supporter of redistributive land reform as
necessary for reducing social and economic inequality. But over time his position changed,
not perhaps due to a dilution of his belief in its importance, but with knowledge of the
experience of its implementation.’

Raj also thought considerably about Lowi’s fourth policy type, constituent policies. These are
policies that ‘set the rules for policymaking’ (Nicholson 2002, 165). The best example is
Raj’s interest in decentralisation. His practice of it in his leadership role at the Delhi School
of Economics is recounted by Krishnamurty (2010, 69): ‘In contrast to the existing system
where decision-making was centralised and internal consultation procedures were not
explicitly laid down, he adopted a scheme of decentralisation. He decentralised functions to
committees and individuals who would be expected to deal independently with matters
assigned to them ...” Further, Raj’s decision to leave Delhi and move to Trivandrum and set
up a research institute (the CDS) there, also spoke to his instinct for decentralisation (Reddy
2010). From the perspective of governance and policy, he took seriously the point that local
governments should not merely implement interventions planned elsewhere but be ‘active
instruments for decentralised planning’ (Raj 1971, 1611). He was drawn to the possibility of
decentralised governance both for ideological-humanist reasons and because of his innate
acceptance of context for socio-economic and policy analysis—that is, given India’s size and
diversity, any ‘planning strategy adopted at the national level has therefore to be itself built
on a detailed assessment of the development needs and potentialities in different parts of the
country’ (Raj 1971, 1611). Decentralisation was part of the vision of strengthening inclusive
development. He suggests that local governments initially focus on ‘a few types of activity
which would help to strengthen the land and capital base for agriculture and small and
medium-scale industry; make fuller use of unemployed and under-employed labour; and
indirectly encourage methods of domestic resource mobilisation which would be less



iniquitous...” (Raj 1971, 1614). Nevertheless, he was clear-eyed on the failures of
implementation of panchayati raj (Raj 1971, 1609-10):

This does not appear to have been accompanied by efforts to determine the
appropriate allocation of functions and responsibilities at each level, the
administrative machinery and the fiscal and other instruments to be made available for
the purpose, and how precisely the development planning work at the District level
could be most effectively fitted into the planning at the higher levels (more
particularly at the State level). ... It is also evident that, though mobilisation of local
resources and programme planning have been stated to be important functions of the
Panchayati Raj institutions, they have not by and large been given the means to carry
them out; and that, within the framework erected, they are no more than local bodies
to which the responsibility for expenditure for certain purposes has been delegated by
the State Governments.

We have already seen that Raj had little patience with high theory abstractions. He brought a
similar pragmatist philosophy to his policy work. His comparison of Indian and Chinese
planning is instructive. Although the Indian Plan was technically superior ‘as a model built on
detailed statistics and carefully worked out input-output ratios’, the Chinese Plan was far
better at operationalising—*as a programme of action, it [the Indian Plan] does not have the
claws and the teeth for coming to grips with the problems which it will necessarily have to
face’ (Raj 1956, 702). Raj was forthright about the lack of realism in planning. He noted, for
instance, that the first version of the fourth FYP (1966) targeted industrial growth of 10
percent, later revised up to 12 percent (1969)—and although actual growth was only 3.5
percent in 1965-70 and under 3 percent in 1970-74, the draft fifth FYP released in end-1973
nevertheless targeted 8 percent using estimation techniques that had clearly proved to be
unrealistic in the past (Raj 1976a, 223). At a time in which policymaking became
synonymous with planning, Raj’s analysis always integrated a sense of feasible
implementation (Kannan 2011, 370).

Many of the insights above regarding implementation failure continue to hold today despite
the enactment of the 73™ and 74" constitutional amendments. Further, Raj is critical of the
centralisation of centre-state relations—which is another dimension of implementation, in
this case of India’s federal framework. Raj (1971, 1612) notes that planning and financing
from the national government are such as to have ‘left little scope for flexibility or initiative
at the State level.” He further feels that ‘States should have, within the framework of national
planning, greater scope for framing development programmes appropriate to their particular
conditions and for exercising initiative in mobilising resources for the purpose’ (Raj 1971,
1614).

While the literature on the realities of Indian policy processes at the national level is limited,
it is all the more the case at the state level. At the national level there was a Planning
Commission and several domain-specific advisory agencies and thinktanks—but this was not
the case at the state level although several key development domains were in the State list in
India’s federal system. What Raj observed in this regard has not changed by too much today,
a half century later (Raj 1971, 1611):



In most States, planning has so far amounted to little more than putting together
schemes formulated by the different Departments of a State Government on the basis
of directives received from the Ministries at the Centre or from the Planning
Commission. Even where some kind of a long-term development programme has
been framed very little work has been done by way of relating the proposals to the
specific problems facing the State. In fact these efforts have been usually more in the
nature of a public relations activity to support general demands for more financial
assistance from the Central Government rather than serious exercises undertaken to
formulate concrete and meaningful programmes of development suited to the resource
endowments and requirements of the States concerned.

To conclude, K. N. Raj’s intellectual contributions lie in his wide, interdisciplinary, and
contextual approach to the economy and to public policy. This is consistent with Pranab
Bardhan’s observation that he has not encountered anyone with as wide and profound a grasp
of the Indian economy.? This section has presented a picture of an exceptional thinker who
was exposed to western training and influence but who nevertheless proceeded to a grounded
understanding of the Indian economy that theorised from Indian realities and that embedded
the economy in society, politics, and institutions—rather than simply accepting and applying
the (narrow) canon of economics created in western Europe and the US. The intellectual trail
blazed by Raj, along with his great abilities as an institution-builder, ensured a wide and deep
research programme of understanding the economy and contributing to public policy.

2 Remarks at the K N Raj Centennial Celebrations, Centre for Development Studies (CDS),
Thiruvananthapuram, 20-22 October 2024.
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