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Africa is to the c.tr,::.t&>,nif' ,::I1,,:>nl"ll.::l of both old and new powers. A number of new 

and will be in the decades. Since the fall of the 

Berlin the neo-liberal has been little for Oe\/elcmlni(] 

countries to alter their macro-economic and 

nnwevef the successes of economies to the east of Africa are n.""I.n,,,,,, an alternative to 

and set the 'Western' economies. Because of these 

gecJpc)litical .... "':>nr."'''' and Africa's continued socio-economic the of China and 

the economies are attention. Africa is no on trade 

and aid from the powers and the rise of the Indian Ocean and Asian economies is 

and associated consequences of not Tn",,,,,,'.n.... nn:'I"IAr&>rlmlrl&>n 

economic These in the international order lead to the central purpose of this 

which is to ov.~ln."" the influence of rI"",/ol,nn • .,..",,"t model in Africa. 

This thesis will argue that African nn"/o.'nrr.&>ntc. .... ":; ...... '''". the W" .. :.hinntnn 

",hiffi.",., towards a based on China's de'vehClornellt nwo'I'~" "the 

POlltlcial economy of African countries does not t'nrnnlAtA adcJPtion of China~s 

state-centric model. The null would African nnl"Arnm,&>nltc. are committed to a 

"W,::a..::h,lnnltnn Consensus' defined rlA'vAI,nnlTlAnt however the evidence <:I"' .......... "'. the 
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"The transfer of power from West to East is GatileritlG pace and soon will dramatically the context for dealing with 
intemational - as weI/as the themselves. 

James Hodge, Editor, Foreign 

The Geo-Economics of the Indian Ocean 

To Africa's 

most 

the ascent of Indian Ocean and ::>UIJ::>I:l~\.IUIlll'I Asian economies is 

aelDDC)litical event of the 2 These nations have de'"elc)DE~d into 

the 

r"'.>I .. r.n the western nations of North America and 

While many of these rlA,;",,' .. ,ni!"ln countries are still the vast nrn,hl",m., of 

In~'mr\ln'Jm.l'>nt and unforeseen levels and are 

Oe'velODllna n .. ,nn'~lIt, ... "'1 ambitions. The two sm,,,,,r,,, stories of these eastem economies are China 

and have both ml:lnJ:l,no<>,rI nrnll"lnl"l"" gross domestic and are 

now "'ft'''' .... ;nn the 

China's emergence as a power is no an undercurrent unnoticed the 

masses. The debate about China's future and its reached inexplicable 

levels with v<>lvin,n and uncertain discourse among scholars and pOlitical leaders. Business 

<>n.:.nl'l..,. has 

indifferent to the for 

(1.3 Billion or 

Media and other international observers are a 

enormous 

of the world's IJUIIJUIClU11..11 

of .,h'''I'I<;nn statistics about 

Here are a choice selections: 

II As the South Africa Institute for International Affairs 
reach the American level of car and oil 
million of oil per Current 
barrels. 

II Or The Economist's observation, "If 
and its income distribution remains 
have an average income 

The of India's accession has attracted less attention but is none·the·less iml"lnl'tJ::lr,t to 

sr'~nl'l"'n Roach noted within his until now, it's been a China·centric 

since 1997. But I have sUl;;pede~d that there's far more to Asia's 

remarkable , India convinced me that my instincts were .5 Where China has grown 

India has l'InnrF!l':l':IVP',lv ",r"\I',I'I""n Drof,eSl!liolnal services for 

in the United States and 

,,, .. ,,j·i,..<:,II,, based and has been strewn ninholll\l 

1 Hodge, 2004 
2 Africa is defined as Sub-Sahara or Southern Africa. 
3 South Africa Institute for International Affairs, 2005 
4 The Economist, 30 2004 
5 Roach, 14 February 
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where India focused but are now nAlrfnlfmiinn a number of oalC;K-om processes for 

..,VIIUU,",,'V never considered the notion of ....... n,\I'n' .... nnAlfJ::ltiinnC! to a 

",tr,,,t,,,,n" India has been to slo,e-steo its woeful 

infrastructure .... r"""',,,"rn,., J::IrI'",J::Ir1ltJ::lr'A of its educated and 

but many reSipecteid J::II"IJ::Ii\/!:tT!:t have noted that if India The future is 

sustains its current A(,j'"\n(lmii(" rate for the next 50 years, it will rival or pass China. Ii 

'The Halo £:4'11 ......... 

China and India does not draw the ('nrnniAtA of the gel:>-p,olltllcal lanl::lScape 

now 

bed each 

last years, China has J::I"<>rJ::l,,.,rI 

economy 

trade and investment. In 

of China's GOp.9 This is eStleCI,allY 

China's emergence The once isolated nation is 

As the New Yorl< Times Columnist Thomas 

not 

to 

attention."8 Over the 

per annum and is now the 

China's economy is also open to 

Irnr,nnr .. of and services was 75% 

when the United 

States and were less than 30%. In terms of China's total worldwide share in 1979 

was less than 1 it now accounts for 

dividends for the world's economy 

accounted for of the world's 

6%. This 

the recent recession. From 
10 

enormous 

China 

Not economic successes are .... ""'.ti,.,'n wealth across the entire An 

of trade between the countries the Indian Ocean and Asia has been 

momentum for some time. Total 

Billion in 2002.11 has been 

from Asia into China grew from 

out of a decade 

Billion in 1995 to 

recession and the 

'Asian have rallied from the 1997 financial crisis. Even Australia is h<>ln<>lritir.n 

increased demand for <>v,,,,rlt., and China's for resources. China's success is a 

but with a nrl:lJ::Ih~r concentration of benefits for the Indian and Asian economies. 

6 Roach, 4 2004 
7 The Economist, September 
6 Friedman T., NY Times, 2 April 2005 
9 2004,232 

Hale D. and Hale L., 2003,47 
11 Ibid, 51 
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From West to East- A New Scramble? 

How do these new aeID-e'COlnOrTIic trends affect Africa's t'I",'v",lnn,m",nt? Africa's troubles are no 

conflict. The socia-secret. Brief n"",int"lc:: of have been trailed 

economic statistics are .,t""rili .. ,,.. 45% of the continent's 1-""'''''''''''''''' lives below the nn,,,,,,l'1rv line 

and live in "an environment considered 

01.1""'1' ..... ,'''' for sustainable and Cle'1I91lDornelnt .13 Where has 

an increase in world trade share has -~"--''':1 been c::tll'ini<'inn for the last 25 years, 

Africa accounts for less than of the world's GOP, 

markets ..... """',,,'" little incentive for the international 

increases and the sheer number of ,m,nn'}"'fl 

domestic 

involved. Due to ..,U..,UI'OUU' 

rates in excess of 7% are 

now necessary to reach the United Nations millennium CleveloDlment 

economic Africa neither the nor offers much demand. the wealth 

gap between Africa and the international has 

While this 

Africa. for Zimbabwe a broad ",v,r"""Itif'11'1 

1 ). 

eS~)eciaIlY in Sub-Saharan 

for new and 

nr",ui";linn some economic tools necessary for nn'v""'n ..... "''''f., to review their domestic 

....... " .. ,,.."" and economic situations. South Africa's continued 

nn'llt'"'''' success is 

Southern 

are 

with 

and 

economic 

of real per 

for the last few years. incomes in 

have doubled in the last decade and both and 

Rwanda had GOP last year. 14 Even 

the recent ofthe 2010 FIFA World to South 

Africa should be nTc, .. n"""T~>n as a of confidence for this 

embattled of the world. 

Figure 1: Africa GDP Per Capita 

-,,-----------------100 

--\------------- 650 

--~---------------600 
--~--~~~~---5~ 

---~~--~~~-~ 

---~~-----~~~ 

Much of this can be related to Africa is rich in natural resources and China's 

emergence has their demand. have been on a course for 

4 years and this has nr .... v't'I"'/"I and investment across Africa. Oil is 

the obvious 3.4 million barrels a extracted from fields in 

12 The term 'development' is rife with rivaling definitions and associated id~)loglies, The defines it as 
with' distributed wealth across a growth, a overview of see, 

The Globalization of World Politics (New York: Oxford University Press, 2001) p, 

The Economist, 11 May 2000 
,. The Economist, 14 August 2003 
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Nigeria, ACJgo/a EqlJ<ltorial Gu;n~a and Gabon. ThO> pwdlJClim could dooble in the ","xl five 

years am mow, lI1tappcd source" me expected to be d'rscovered." Chi",,;'; n04 alone in 

pur.;uing oil in Africa IrJdia, the U"!OO States, and the European Union have HII incm~"M their 

business interests am dipkJmatic sqll3bbling betl'veen lhe powers Io~s heigl(~""d in th~ last lew 

years. Beyond oil, Africa h~s e.tensive reserves 01 copper, co~1. gold and numerous other raw 

materials thai are highly desired by advarICC eC<Y1ornie •. 

Ho"",vc,. not all 0/ thi~ ',. good """'" leo- Africa. China's realist policies ot currerICy manipulHtion 

and cheap looour have deeply cut into Afr;oa' manufacturing indlJStry. DlJe 10 ChinH's 

extraordinarily cheap looour. AfricEVl countries are SlrUlJgling wilio II""ir e'porl·icd growth 

strategies. This is mare damaging to the poor. \Df low-skilled pc<;ilions common in kJw-cost 

manutoctllring are Simply beirlg filled within China and r>eii/1I.KJlJr<1g ~conomi~~, Ir)(:mased trade 

tlYough commodities is providing benefil~ blJl the breadth of African ecor.::>rrle~ could be 

dimin ·"''''''d. What occurs wl""n a down-cycle in COnYnOdity priCl1~ is not crunter balEnCed with 

growth in industries like manlJ/octlJr1r>g and aiTiculture? 

Returnjng East - History of Indjan Ocean Trade 

Finally. Africa malignirlg with too east~rn ocanomle" is not unknown in history _a lYecedenl 

unq@~ti()f100ly ~xist:;. Africa'" first tradirlg partners dkJ rd arrive trom the western slue~ of 

Atrica blll from the Indian Ocean. Africa has H slron-g hislory of lraoo with t"'" Indian Ocean 

cllltllfes and commlJrJilies. Asian and Arab Iraders 

were li'"tlo the African smres. AriefElCls frorn GrnHt 

Zi''r>babwe and modern M07amb>q'-"3 ~hcw an 

extensive Irade networK beginning arot.rld 700 AD, 

with thi~ beir>g the damnant trade 0/ solJlhern Africa 

LIlti! the arrival of the Europeans in the 16" centllrY_ 

De GHma's PH~s.,g~ Hrollrid tIm C"IJC of Good Hope 

introduced Euror;e 10 the Indie~ spice industry HI1d 

trade levels sooo tllfned West lor the la~t 400 years 

A~ too Indian Ocean and European trade rollles 

expanded. "India led to China_ When ElJropean" 

entered the Indian Ocean. they 100000d a fiolJri~hing 

r>elwork 01 traoo I;"king AsiH Irom ~ast to west Irom 

ChinH, Japan, ""d the Philip,"",," to the caravan 

Page 7 0166 

"" 
... ' " "" 

T'" ,""" "",,,, _. ·O-o.. ' ,~ 000' ....... ' ~ "'", 
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""' ~""",", -.,.', .. " , .... , ".,,1> co"", ~'" ~. 
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stations and of the Levant and East Africa."16 Trade levels have since remained skewed 

towards North American and 

years. 

but have been ",,,,n,.,,n east for the last five 

As Thomas Pakenham wrote in The Scramble for Africa about the visions the 

"There were dreams of EI ",-,p-",- diamond mines and nn'I'I1"""I'IO: ... ,.I.~O:_I'rn •• ",lr • ..., the 

Sahara ... There be new markets out there in this African Garden of and 

groves where the 

idealism of de'veIIDnrnel,t 

fruit could be brown hands."17 The destructive 

into Africa is well but the re-emergence rival 

and Africans ..... ", ..... ..."."..., own ri"""ol,nn,,,,,o,,,t will about a renewed 

renaissance. 

Research QLI,estlon and Methods 

Africa is to the !:.trl:;t""nil" .::.n,:;nrll:! of both old and new powers. A number of new 

1 ..... ""lr,n I'1I'uo:c,v<",o: will be in the decades. Since the fall ofthe 

Benin 

countries 

the neo-liberal "'1'1,: .. .".,1", has been 110.,...,,,,1'1 ",.'.n •• " ... ", little 

their macro-economic pollcie~s and 

Hn'wo'"",,. the successes economies to the east of Africa are 

for de\/elclOinlCl 

an alternative to 

..... """ ... ,,.;"1·1,,,,,,,, and rules set the 'Western' economies. Because of these 

ge'OpC)IItICal rn'~nr' ... '" and Africa's continued socio-economic nrnihl"" ..... !:. the DOIICIIC~S of China and 

the economies are attention. Africa is no reliant on trade 

and aid from the powers and the rise of the Indian Ocean and Asian economies is 

and associated consequences of not Tn" ..... 'AI'''',.. nr~'n""'t"",.rni 

economic These in the intemational order lead to the central purpose of this 

ov"'n.-"" the influence of China's de'velloDlnelnt model in Africa. 

This thesis will argue that African nn'"""rnm,Anll!:. are 

",n,n,n,,.. towards a model based on China's n""'''''''',1''Inrn'''',nT Mowever the 

economy of African countries does not 

state-centric model. 

a .::.n'1"Intinn of China's soc:ialist, 

This is an no\lVlel::!QElO vast rife with tendencies to drift off course, therefore boundaries 

are often In this is a broad are followed and detailed 

assessment of nA'"""I,1"In,,,,,,,,nt models macro measures of the hil1lh"",!:tt level. the 

16 Landes, 1998, 155 
17 Pakenham, 1991, xxii 
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nature of the research will nrOO'V""I"!f definitive answers but instead nr"-""'-'D an 

illustration of a shift in and pOIICle's. 

1 argues the current de'vel'ODITlent n, .. r~,t'llnlm is doomed due to constraints 

the mercantilist structure. States will the common 

favour of domestic concems. 2 reviews China's t1 ... ,,,, ... I,nnIT'l,,,,,nt model and """"'"lIn"""", 

contrast with ideas Consensus' pollcle,s. 

of South Africa. 

~rr'nir'il"~ data obtained from IO<>l>l,rlin,n researchers and institutions will be utilised 

review. research of and documents 

international financial institutions and nnl'_n,nv~'rnITl ... !nt~1 nrt1l~nli,!::~jtinnl'!:: 

will also be drawn upon. 

90f66 
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for growth. 

Global/sat/on and Africa 

Not ' ....... i""nin'v African scholars are to dismiss the current Qlolbalisat.ion and 

The notion that many of the common associated with Africa's role in the modern 

Africa has never been an inh~nr:::al n:::artit'inJ:lnt in the glolballiseid 

to African , .. ",rI .. ,·", because it is detrimental to ",tt'·J:I ... llinn 'nv, .. ",',m"""t but because of 

Its blatant international trade on the African continent dates back centuries with 

well-known established routes to both Mediterranean and Far East 

was formalized 

the Chinese 

the western coasts of sub-Sahara Africa 

nVflJ:1",'rv trade nrr.",nl'!rl'u1 in eastem Africa as 

While the debate about will carry on, international is 

19 

nn~!nlrln at a resolute pace. The shifts in power and influence are undue stress on the 

new and to the world's political 

economy. these entitles and ",,,,,, ..... ;.,1'1 the rules which best how these 

actors to enrich themselves is a central concern, when 

issues. This a literature review of the "r",rln.ni ... ", ... t 

'Wl:l",hinn'tnn Consensus' , since 1989. It will argue these poilicieis fall short due to 

numerous but a mercantilist and the of for 

the POlitical economy of nations are the "r".,.,,,,,,,\/ causes. A survey of the n .. ",w,,·,n 

will evidence of these As this review is written in South 

attention will be on Africa and its SDE~clnIC l'lip.Vf~lnl!)ml'!nt concerns. 

The Global .... ,.~ .. "" .... 

.u",n'\lonn a theoretical model which best how the multitude of non-state and state 

nJ:lIi1it'iinJ:lnt!:. interact is i ....... ""r''''til' .. for further l':Inl'~IV"',I'" ............ 'n ... '''"\1 is power diffused 

!:.v~~r",'m the ,.""",It"'" nlrn..rnl'U'I(I'!' ""0;::''''0:;:''', or the many 

above the state? 

Robert three models "r"""I1I", a framework for J:ln,~w.~ .. ,."n this His ideas track 

within the 

ihl'!rJ:llil':.m and Marxism. The "_n'''' ...... ''" models: I\jI" ... ,,<>"tl at and 

18 2002, 15 
William, 1995, 48 
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AFRiCA RETURNING EAST: 
THE CHJI~':/A DEi,/EL(JPlAEi-)T ~,:100EL TRAVEl. TO AFRiCA? 

n""n"""rI"'nt'i::! all offer rnrnnl',lIi AYlnlAnAlrinrl<!:. for the current as exr::.eC1[ea, 

"P~.rh'~n!:: no one individual would subscribe 

anyone the tendencies and 

associated with each nAlrt'Antir\n of the future are real 

with the latter It is the most criticised and least 

Howe'ver this does not mean it lacks 

All three models address the between both domestic and 

international but the of the intemational 

order. Informal coalitions of elite as well as domestic upper Cla:sse:s, are .... 'liS"'" 

which further enrich themselves while to the lower ranks. 

n",nA,,,rI"nt'i::l no:>"(''''',\,o:>c: these a more malevolent lens than the two other 

cites the multi-national t"n,rn."ral"nn as the spear of such models and "'n'~r'IT''''''''' 

movements.21 
1""1 .. ., .. ' .. 1'1 ......... , " ... ",.., ... "" fault is not the in overall 

standards and the non-zero-sum games of international trade liberal 

When the Mercantilism and the at is not as 

clear. at is embraced most because of its 

wealth. The emergence of non-state actors and the abundance of np'''_<r'''''''' 

intemational all fall within the liberal framework. to the State is 

'AI'TIJilltinn''1l1v and many 

lnv,,,,,c:rlm""'nT the destinies of societies have 

Of the three mn,i""lc: Mercantilism is the sole addresser of an 1m.""".::! 

nr(',C:nArl;t\1 of cross-national nr"'I"'nlc:aton'~'" 

economic was not an assurance. The 

II'!!IHlfT1Hln[ the nation-state. 

nnlr""nlllA"I\J be halted if 

pro1tec:tlolllst POIICIE!S between 

the Great Wars is the .... ""AI""""'. the cross-state 

Mercantilism as the framework for the is difficult to ....... ,~"'~". 

observation of a MNC's structure illustrates the of modern 

Mercantilism remains for one 

which 

the 

these mn,nrt:::Int 

reason: states still maintain the power to the process. Most modern nations have embraced 

20 

21 

22 Ibid. 235 
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liberal reforms because view it as the best means for which to enrich their nnDllliRnnn!o;' 

or domestic concerns can cause barriers to be built. 

Mercantilism's effect on the 

of "''''',,''''I'\nllnn countries. As this 

rlA!trin~ ... ,.,h,,1 when I"nl~<::i.1crjnn the role 

will .... ,"' ...... "'''', enormous resources and human <>n.",rn.<>c 

have been devoted to of Africa and the rest """",'nn • ."n world. 

states and their associated institutions will 

domestic interests rather than 

definition for this group, 

other social groups, "", .... ,u,rn 

those in need n"'.lnn,n its borders. Pareto offers a 

class is not a I"In'M"' .... ""nn. like 

and norHO,Clcal actions ... we must not think of them as 

actors in a melodrama who administer and rule the world .. 

.... no ........ ·"" .... ,"'to to common 1'1""., ...... ,., 

",o",n .. ,., where 

.""<:.rhin,, a common accord. "23 

States in this case, are a hAj'",rr\nc,n""rll 

members .. ",~.I.ri..,." to preserve the ",,,,,,,,,,rn for themselves and 

"""~"''''''' first communities. This does not of altruism nor are 

to maintain status <>n •• rn''' .... 1"1 so often used to define these states 

is 

overextends pOlitical ... ,,,nnlnnrIV dec:isiClnS with the sole mandate 

to 

extensive set 

serve the self-interests of those in power. This nr",..,ie,,,,, does not "'U~4!o1"''''' 

international aid or that when interests are not ~ .. ,.~~," 

states and the former has no incentive to 24 to 

recent .o.<::.",n •• .o.TII'II'''' South African Minister Dlamini Zuma "'ll/~'",im<:: "We must also be 

able to mobilise resources among .r<::g"v".<:: and not on donor aid. If our destinies are 

in our hands our resources cannot be in hands of we must find resources to 

advance progress and ourselves."25 In essence, Africa has to lead out of this 

difficult situation and China and the economies - is a COli!':1I1F!rRhllF! role 

model of how to counter 

The FnJA"I'IIA"r.oA L .... n .. ,.", and Noble Goals 

Debates and concerns about the of nations is a and theme in 

intemational relations. While most ."" ....... ,'" historians cite the fnrlmil'1ln of Bretton Woods 

nnlitil''''' leaders Institutions in 1944 as the " ... ,nonn"."n of 

23 Zuckerman. 1977, 334 
24 For an review of how African and the powers interests 
Africa? Hale that the fear of collapsed supporting terrorism 

D., 2005 
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have been ,,,,,,,,.,,,t',,,n this for ages. The more self-interested in scope, for 

nA.'AI",;:!IIV not concemed with rich countries h""lnin,n poor ones but how do societies 

economic to enrich themselves. 

A of this <>U • .IJ":"i#' but the role of the state is the nI"A!rlnITlinl~nt variable. The 

field of nnllYlt'.l::Il economy is where much of this debate has occurred. Adam "::,.,..,itk'", 

of ru<:l:r,nrlll' nrn""n ... c:t an 

The Wealth 

Political economy considered as a branch of the science of a statesman or leaislaltor 
proposes two distinct to a revenue or subsistence for the 

"1""''' .... 1\1 to enable them to such a revenue or subsistence for 
th .. 'm.~""hJ"":: and to the state or commonwealth with a revenue sufficient 

service. I~ proposes to enrich both the and the c:tn",o,.""'n 

Smith's definition has since been to the modem of .. ,..'''''' ..... i,.·c:t but he the 

central theme of economy, the discourse between the market and state. Robert 

" .. ,.,Vlrl",":: more upclatE~d tt'ink'inn into the ;)ULJje\,l, but his ideas have not drifted far from Smith's 

to indicate a set of to be 
methods and theoretical 

the interaction of the and the 
POIIIllC;S and economics in the modern world. 

Adam Smith's 

to control the industrial 

nrn,Wlrln their industrial 

mercantilists om!nh,,,,,,,,, ... n ne(;9s:Sltv of the state as a means 

of a nation. The vast of the economies were 

and also cross-border trade. the states 

role was not 

the nrrlt .. "ti\l·o 

sU~JQe!ste!d the term mercantilism as a means 

",v.,nr1!i"n DOIICIE!S of and 1 Constant trade 

tariffs were used to local industries while new markets were for ",v,.,nrtc:t Due to 

the entrenchment of 

States were therefore 

..... ,IIt""'" intervention became a 

c:tt"""nl.", armies to defend 

rivals and extensive tax levies were necessary to 27 the 

or those much of the 

influence within the state l""l::Il1""lrl'::hin structure. 

intervention was named after the ",n1r"""'''1''""n'''', 

these ideals. While the Wealth of Nations 

and associated tax revenues, 

rnnit".l::Illv a l'::v.~t""lm identified with state 

and business leaders who now loathe many of 

the criticism of mercantilism to the forefront 

ornnh<.",i",;nn the sum game of a new laissez faire Ide'OIC)QV was SWIEleCIinO across 

both and the United States. The 

norn'''''''''''\1 were movements that turned the tide 

26 

27 
1987.8 

2004 
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"n,,,,,,,,·,., ... ,,,,,,.,t,,, 1'I .. ""'~tI,."" markets and mercantilist 

British-bom tradesmen tumed American 

the 

HS{1ICie'lv in every state is a 1"I'""'CtCt .. ,,, 

but ('I"\,c ........... '''n' even in its best is but a necessary evil."28 in the same year as 

Paine's Common Cents Dut)lIcatlcm (1 "Adam Smith's Wealth of Nations the 

economic framework to ,m"''''''TI"", ... r these ideas the economy. His ""mnh~~o:tio:t on 

,.."'TI ... A'II·,,,n and individualistic ideals struck an accord with these Dolitic;al architects. 

FollO\l\irinn World War II and the of the colonial era, economists 

about the failures and P05isibie remedies for I'I''''A''','''' economies. This is the of 

modem 

Ue'VeICJDEtO Countries 

and the first time serious consideration was 

The ,mn,ti"r,Ct of these new scholars and 

on Least 

makers was 

countries were different c,..,,\,.,,, ....... ,,,..,,,',," and needed alternate 

"c'''cr",t"" macro-economic 

industrialized economies were not <:IUt'UI.I<:ll~ 

29 Models and lessons aDIDlle,o from 

the of leSIS-OeVE!lmleO economies. 

As one would from A,..,,,,,.,t, ...... il,,,t,,, .nn .. '''''''''' metrics such as gross national 

and per values of wealth were utilised. Max Arthur Lewis and other now 

famed noble laureates contributed to these de'lIel,rJmnAlnt theories. 

inadelQUl3te education ",,,,,,t<u.,,,, and poor infrastructure were all cited as reasons 

countries were without market 

the necessary interventionist State 

investment with a substantial commitment from the international would be necessary 

to "c, ..... ",'c macro-economic Aot:e[)tar1ce of international intervention and .... ,,·" ... ' ....... 'nl'llinn 

to was not without critics. 

belief that every economy had an interest in the de\/el(lDnlen set de'lIel'ODlnent economists 

from '''''''0'''''''''' economic and 1\JI~lntio:t·to:t all of who the 

interests of InaeVE~IO[)ea and those of ae1lfeICJpEIO economies as antiethical.,,30 

mn, ..... """1'1 in the 1960's and 1970's toward a more holistic "' .... , .. ",.,..., 

~OICIOIOQIStS pOlitical scientists and other more diverse the 

was n.,.",,,lcl'l The United Nation's Human LJe'Vel,rJornelnt Index and other nnr'.ITI,nn,,,t<>,,,, 

measures were introduced. The 'human-side' was told. is not low it is 

and of women and the downtrodden."31 The n.;,.,in,,,,1 

that ae'lIellrJmnelnt economics was for poorer countries was also rn~m"",nn"",n 

Neoclassical economists that economic ..... ir,rir,IACt were universal and states should 

28 Paine 17 
29 ' 2001, 307 
3<l 309 
31 Easterly, 2002, 113 
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s;mply remove Ihemselves frOO1 the market, or 'g~t th~ prices righi', Markets were again en 

vogue, States W"'e ~xpected 10 provide macro-economic stability but oot hir\der t>usJ ness grawth 

v.ith i neffident blXeaucrat" ,""ocesses, 

The remnants af a stron'9 dew.apment state were dislingci shed in Ihe late 1970's and 1980's in 

the form 01 international debt defDults. For~ign governments in Latin America, the Middle East 

Dr\d AfriC<! increDsed burro,", ng as ~Drly ~s 1970 arid by 1 S83 Less Developed Cauntr;"s (LOC) 

h»d borrowed OV~r $600 Billion·- 5350 Billion from foreign priVate banks." The "I price 

fiuctwtions during th~ 1970's providtld weDlth to aij-r'dl cauntries and foreign banks were eager 

ta lend newly acquired petrodollars ta wilinQ devetopng cauntries wha were suffering thraugh the 

do fficult eoonOO1ic periad 01 the 1970's. f-oreign banks did r<lt praperly measure the risk ne<" did 

developing cauntries recognize the dangers af being highly leveraged. FrOOl the International 

Monetary Fu nd' s (IMF) historicat review at th',s period. 

Many developing cauntries thai be<"rowed heavily from cornmeraal lenders in the 197D5 
came to the Fund aft~r 1982 I'otlen corrtnercial finarY::lng slHldenly dried up in the wake 01 
the international debt eri,"s. Mare braadly. the p<:«er cauntries that I"cked aceesS to 
,""ival~ c~pital mDrkets inc:reas;ngly turned 10 th~ Fund DS well as to other multilateml 
agencies far hejp in the 1970s and even more so in the 1980s. , -, 

A dip in worldwide GOIlYTlOdity prices .,d by "I put greater ~ nar>:::ial pressure an de"eloping 

cauntries arid "debt crisis quiekly ensued. As F\lure 2 demonstrates, th~ IMF fulfilled the 

demm>d of SO\Iereign ler>ding aner privale tJ"mks 

h»d grown wewy The move of deveioping 

countries borrowing from prrvate I~nders to the IMF 

(~rld World B~nk) h»d enOrmouS impl.,...,rKlns, This 

allowed the tMF to seek longer-term sc> ul'i"ns and 

begin structural reforms in return Ie<" bailaut funds 

Consequently, 5hortiy before this peric<J, 

industriDlIsed eauntries no longer r",tlded to borrow 

mon~y from th~ IMF and focus shined low",d 

solely supparting developing eauntries. The 

, I , .­, , . " .. ' 

comm itment to structural adjustments a rid macro-econornic refarms is wtwt led John W j liamson 

to coin the term Washi ngtan Consensus' in hi s now famed (or nol e<"iouS) 19139 e&s.y. 

Specifically to Africa 

Since Ihe em~rgence of modern d~velopment thollght and the independence mavements (or eo;j 

d: eolonl<!lism), A/fica hDS been unable 10 find solid footi"ll. As the colonial states "egan th,,;r 

" f , ","",". 1 00". " 
n ",,,,""'on >001 .:, 
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transitions, most of the wOfld Was openly Gonfident due to the United Stote's post-war econOOlc 

growth. the continu.,d sUGCess or Westem Europe's rebuildirtg plans Dtld the prDmise of new 

C~lines.e Dr)d Russi.., CG«1Dmic systems_ Prosp€rirtg market capitalism. coupled with democratic 

independent Arrir;..., slates, was exrected to bring 'Iirst' WDrld living slm1dards 10 the mlti1 

r.cglcON Arr"_~n continent " 

UnfortunDtd,.. this ,.,told optimism quickly unravelled as the Alric"" states pfDgress.ed 

IhrougOO<JI the 1970's. The Nigerian director of the Uti ted N~ti(>'):; Economic CDIl1mission lor 

Africa is ciled, 'Haw have we come to ttl s sorry stat~ of ~ff~i's in the PClsl-inoopendBf1C€ years 

whrn seemed at the begiming to have ood so mudl promio;c?"" Various IlDVernance mssteps 

caused eCOflO!ries to c"lapse t~"DU!JhOlJt lh~ continent. As mentioned. Internaliooal Finance 

Institutions began expandr1 g bey"",," the Northern Atl,..,I " " Ihus provkJing new capital for 

devek>pmer1t opportunities, HCMlever. Afri<;Dn Gounlr""s quiGkly DSSUmed S200 b<lIioo in 

unmanageable forei!T1 doo~ much 01 it attributed to military spetld'ng. Furthe.- stumbtes followed 

As a means 10 qUfOl lX1e"",loyment. countric!; began 10 employ large parts 01 the population 

within government organizations, By 198(}. Ihe non-agriGl~ture public-sector accoooted for so-

55% 01 all jobs, as compmed v..ith 36% for As;" >V1d 27% for Latin AmerICa, "" T~i' does not 

mention the du,",ss G.,used by conn" " or auloorilmiDn regimes 

Until this po<nt. it also.s important to note that countries had a choice of poIiticDI >d""logies that 

carried dosciy I nked development po<icies, Cornmun'tst Russia and China were mr>re than wil ing 

10 provide aid and support to [JO'Iernrnents wishing not to 1~low the lead of the United Slates I"d 

development re~irroo. Phillip Short elabofaled in his recent book about Pol Pot and CarrtJOdia. 

"1t", Cambodiars emt:""ced MD",sm nol lor theoretir",1 insighls. but to learn how to get r>d of the 

French and to transform a feudal wciety which c~on;"lisrr' tlOO lell IDrg~y intact:" Afrie,., 

nations generally followed the ideology of the previous c~onial powers, but tt; s con-upted the 

developmenl process. Prior to 1989, 'African Rulers became accustomed to negotiatng It,.,ir 

pofltic~1 support of the former colmial power ((Y n deed other Western or Eastern governments) 

n e,change fotloreOgn ~He, '''' In Cold W,.- times, loans were often not repaid and s~ong 

ev>dence suggests funding was rD,",1y spent loward originDlly nlcr.::led proiects, '" 

The fall 01 the Berlin Wall now symbolizes It", pimacle of achievement lor tt", libe",1 ideology. ror 

no other global economic alte.-netive was ",en feasible This change Irom a bipolw to ",ngl " 

~ YI""", . 1'm. 1? 

" w " , bJ ' f 

" Vc.:.r,oL NY T.",,,. H f "" .... ,y :;00" 
~ ct ...... P """ 0.1,,/ J P , 1'MO. 1? 
Y. W. 112-11(; 

Page 160f66 



Univ
ers

ity
of

Cap
e Tow

n

power w",ld transferred eoormous influeoce to the International Finaoce Institlltioos. Military and 

sO'Curity coooor,," were now secondary to ecooomic. T ooay, near~ all govemments follow Sotl1e 

recipe of the 'Wasnngtoo Co"s~nsus-: Dpening the economy to fo.-eign investment ren-x>"ng 

exchange cootrols, demgu ating th~ economy and other . tructural adiuMm~nt prograrm, 

Countries which do not choose this 'golden straitiack~f (e.g, Venelu~I<o, Cuba, Zimbabw~) are 

punished harshly by the internat<lnal marketplace and are usually matginalisoo Irom a 

dev~lopment P<'rsP<'cflve, +C 

However, broad implementation 01 the~e pol>oi~~ "hood not be interpreted as a lack of debate. 

A" Jc:tln Gray emphasises_ -The lre~ mark~t created a rww tyP<' of ~cooomy in wtlich prices I", 
~. 

all [JQoJs, in,Juding looo~r, changoo "';thout regard to their effects 0" . oci~ty. The global 

impro .... m~nt in overall living standards and the noo-lero-sum game" 01 inte",atiooal trad~ 

gained thrOl>;lh liberal policies are broadly accepted. However, caoitalism ha~ a fickle liability 

towards policy and dumtK>n. "the rising tide tends 10 be slow and ooly under certain cooditioos 

Th'lS discourse ~ Icy a more ootail!l'Ci analysis of the 'Washingtoo Consensus policies arid the 

many cnticisms wh ich follow ',t 

Mo!h~rhO<Jd ~nd Apple Pie, Tile 'Washington Consensus' 

The term Washington Coosensus' was "r>OC~ntly cr~ated by John WiliiarmCYl 15 year" ago a" a 

bcoad descriptioo of the ten ecooomic porc y prescriptio"s the American \JOv~"'m~nt was 

encouraying in Latin America. 5ioce then, the termInology has translormed Into a pseudo­

ideology. which is often interpreted as the I nternatiooal f- inance Inst,tutm>s exploitation of th~ 

de""lopir'll worid. A GOO\J1e SeatO, ret~rns over J million hits arid one woold have to sea/ch hard 

to l<Ild something positive. HOWE,er, beyond this clamour, the ideas sugg~st~d by Williamso" 

are not as radical as the casual ObWTVer might su.spect. The origi",,1 te" ideas sU\J\]e~tAd are the 

promotion 01 trade and lorei[Jl direct inv~stment. lewer su )sidies, fiscal di&eipline, ta> reform, 

liberalised flnaocial system" , corrpetiti,e exchange rates. pri,atizatioo, dereglllation and the 

securing 01 property ri[11ts. None ot these solutions are so perverse as to deserv~ the enormous 

cor>Jemnatioro over the last decade. Williamson defend~d thew deas in a 2002 spe~ch to the 

Institute for Internatiooal f=conomics, "For the most part they are rrotherhood and DPpl~ pie, 

which i" why they commanded a CCl"lSensus.·" 

Desp'rte attempts to slow tho) usage 01 the term, the 'WDshington Co"sensus' hDS grown into 

something mLeh broader. it now mpr~sents th~ dismay Dnd Ir~st"cltK>n with the IMF and Worid 

Bank at providing ~CCl"lOm ", reli~1 lor the developing world Perha,s it is not quite an ideology but 

" ,.,_ " .. ,1 'lI'J'J ,,~ 

': '~'" '''''''.' "'''''i ' ~ n' <C<1 ::W, 
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more ~ representBton of the neo-liberal regime. wh ch ha . failed to 6rsperse global wealth 

equally, Ths argument docs oot lack merit either, because startling policy inconsislenc,""s 

between deveklped and developing cDUrtries are apparent Reolewing in detail all the f","ets of 

Iris debate;'; beyond the scope of this paper, but the prevalent issues should be Bddressed, 

John Wi l iamson prooides a parsimoc;ous mdhod 10 :summarize h~ origin~1 observation . , His 

(houghts r<ovide (he nexus of (he development debBte and each of the three mea. mentioned 

arc discussed below, 

The three big ideas here are tmlcroeconomic dISClfllill<!, a market economy, and 
openness 10 Ih~ world (al least in respect of trade and FDI), These arc iocas that had 
ong been regarded as orthodox 00 far as OECD countries are coocerned. but there used 
to be a sort of global arartheid which cl2imed th21 developing ""mtries came from ~ 
different uc;verse which enBbled them to benefit from la) infl~tioo Iso as to reap the 
inflation ta. and boost '''vestment): (b) a leading tole for the state in initi2ting 
indu. trializat",n, and (c) im~ ~llb"titution, The WB srington Consen:su . said that this 
era of apartheid was over," 

Mm:r""conom.c discijii"", ~ market economy, and open""ss 10 the world arc the three prioo>,es 

of the deyelopment debBte ~nd '"""t poiic",. can be "aced in one of the"" three . ilo~, At the 

higrest leveL these iocas arc relatively BGCepted, but contenloon beg '.,s with the detaHs_ Oth...­

disrourse i~ fo~nd when policy mBkers igr.ore or misjudge a countries poitical economy and 

app y changes in a manner that jeopardizes stability_ 'I here lore, good policy is only relative to the 

situatioo_ Th;,; approach simp4y prooides a model of ~nalysis when teviewing ~ GOunlry'~ 

development tad;"-s. il is r>o! a policy suggest"'" 

Macr""conomic Di~ciplinc 

Thi , reBlm wilhin the development debate ''s secure, Creating an 

argument tor 12rge deficits andior high inflallon tates is futile, mainly 

because it is cDUnter to both bus'mess and economic logic 

Howeyer, when Intemational FinallCil Institutions II Fls) are working 

WIth poIent;"1 Mrrowe,", hill h infIBtioo rate s and large defic~s arc 

usually st21us QlJO, Therefore, thi s debate is aboot application, nol 

necessarily the fundamentals of the policy_ 

Rais'tog taxes or cutting programs are the general means lor reducing fiscal deficits 

Unfort~nately, both require tOlJ9h decisions and generally hurt the poor, Either of these options 

aloo alters the political economy of a coootry and lenders ce.-tainly deserve criticism for i",oring 

n""e affed. , The colll1ter to these concerns is ~ cDUntl)'s macro-economic situation must be 

stabilised bclorc [Towlh returns While the reduction in services to the poor or increased t2xatioo 
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might affect th~ domestic situation, """'Yone benefits from ~ growing economy A short·term 

drop in ecommic perlor""",,,,, ""d service to citizens is e'pecte<1, but the klng run benefits ar" 

LJnQuestiona~e Timing ""d s,"ecting t>udget cranges (whil~ harmin.g the IeDSt <IffiOUnt of 

people) is therefore the au, ct the matte.-. Th~ struggle is Some nDtOons are so fragile po.tiea Iy 

that even ~ short-te.-m dip in economic performance is emugh to create tlKmoil 

RHising in/crest rHtes DS H IT!eHnS to control Ilflation and prope.-ly measure th~ r:<;k of D COllltry is 

of some con.cern, I~ order to attract investors, inte.-est rates SMuid reflect D collltry's risk and 

reward toose willing 10 e,lend capital. Howeve.-. higher raes Dffect the ability ct many peope, 

especially tOOse'll the Irmer income bracket, from occessing capital. Entrepreneurs and other 

small businesses suffer dlJC to the increHscd costs arx1 this helps push"""", into the ..,lom",1 

markets, However, DgDin, D stable macroeconomk: envirooment is more bcndi<;i~1 to srrwll 

OOs;"esses in the eM 

A Market Economy 

Within the discourse surrOll1ding deveklpment poIici~s, privDtisDtOon seems to strike 'hearts and 

minds' mco-e proloundly. In m""y ways, privarisalOn, or crootlng a market driven ecor<lmy by 

r.,dudr>:llhe Slales rol~ in provOding ser.ices, has reHched an accord. 'I he fall ct communiSI 

Russia showed the dangers of a command ..conomy, 001 Ihe exact mt of governments and 

mar<els is 1;--" local poinl ollh~ issue, Therefore, lhe need for governments to provide services 

and safely nets for ils citi>ens is not qlJCstloned. buI how lar shouk1 government reach into a 

nDlion's ~conomy 10 find th~t equilibrium? 

The oconomics behind r<>ducir>:l D StDIe'S ~ssets are SOIJ1d, Usually, the private sector manages 

capital more efficiently, serves customers betler aM pro.idcs H cheaper product. All citizens 

benellt lrom the reduc<>d costs and these savings are spenl in olher are"" of the ~conomy, Yotich 

IlJrther aeHtcs growth, The u~lortunate truth of this Oog'l<; is markets ate nol emcient, certDinly not 

in an equilalJle sense. TdecommunicaOon GorT1parlles do not ooi<t telephone lines far Ihe rUn. 

poor because capilal fuws where profits coo be r~turned (or perceived 10 be profitable). The 

incentives to build water and eleClr,city HCceSS to sc."nlytowns are not as strong as for new 

suburb"" ne<ghbc<Jrhoods. Hence. Slale man<lged assels do ofte~ prOliide ~ re-distribution ro;" 

Sellin.g Dssels often does mt aeate the desir<>d efficiency eith ...... Compelll"'" is essenti~1 m1d 

OOreDucwls misl~enly assume other players will emerge as challengers. 'Governme~t 

monopol.,s sold to the pri.ate sector sirr:flly become private tl1Ot)Jpoli~s, v.ith roo re," increHse i~ 

f'ageI9ct66 
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efficiency", as described by the economtst Nicoli Nattrass '-' Private tnar>apolies ca~ effectively 

elimin ate competition, even in tl1e I"ivate sector 

I he loss at ecooomic potetllial of siDle_run enterPflses can be "ig rlllicant 1I1OUgl1 William 

Easter,! cites an example, "Afric"" slate telephone companies have cut new teiecornrnll1icDtions 

investment So much Ih~t customers wait an average of more tr.an eight years far r>ew telephone 

se"ice. yet revenue per lille in Africa is exception<llly high by world stm"\d",ds:" Thus, states 

especialy those in tile developirog wcrl:J lackirog infraSlructure, am caught in a contradiction of 

policies. how do you support the poor while unlocking the wsDlth and efficierlCY of a State's 

asse!? 

Most governments have aCG"ploo the logic of Pfivatisirlg for some p<lrts 0/ the ecot1{)my, but the 

timing m>d implementation 0/ these practices "as been hi!/1ly comentious. II D st~te chOO8es or 

is encOU'"aged by International f- inanee InstitutiDnS to jYivatise, 11>1' >"oc~ss c~n Gi!use dramatic 

shocks to an ecooomy lacking institutions, wund governance procMlXes and Mequate sooal 

services. The political effects 01 retraining mtmnchM wark...-s cannot be igm..-.,d and Mequate 

suwort tor the Ur>l'm»oyM "'~ rDCely in ~ace. TI>e opporlunity lor corruptiDn is also 

immeaSlJrat>e. T~>I' problems thDt ens""d ~fI'" th~ Sovi~t Un;on quickly wkJ off state assets is 

still not lully understood ~nd Afric~ MS faced simil,..- struggle". RetlXn;r>;J to Easterly, 

"N iger;" ... sokJ government equity SMre" in upstream oil ventures for $2.5 Billion - during a 

period in which $12 Billion in oil r~verues disappeared from 111e official accounts, possibly inlo I~>e 

packet" of Nigerian government alflcials .... ' 

TI", im~lem~nt"'ian of privatis~tion can jYesent ecommic benefits but is rdden witl1 risks for bath 

industrialis~d and dev~lorilng cO<.Jnlries. Joseph Stiglil:2/", the now famed mlie 01 tl1e 

Wasl1ington Cons~nsus', ootM th~ contr;wjictions of p'ivatis~ti"" policy while he was working in 

the Clinlon VVhite House, ·wl1ile we did oot beli~ve in market fundDtr,.,nt~llsm, the view that 

fMrkets by themser,.es woukJ s"ve the economy's (and sociely's) ;::<oblems, __ pusl"'d tn<lrl<et 

lund<lmenlajism an the rest 01 the workJ, bath direct" ~nd through tl1e IMF ....... The per.dulo..Jm 01 

the development detxote continues 10 sWIng between more and less slate 'IIlvCllvemenl but ~ 

consistenl ~W""ch is lar Irom acc~»1ed Fifte~n ye,..-s ago U ... debate ended in lavour ot the 

pfO-marf<ets United St~tes bas.ed mod~l, t..Jt tl", thinking has since shi lled. especially in light of 

.. N"","" ?\)QQ.?M 
~: E"Ie~y. 'C<=,"'. "3 
" Ibid,t'o 
"J0<o',,> 510)" ', . .. "' ,, ·m,"" 01 {"", "'~ ... F",,,,,, .. , M'-~O" (b,'I' U.S. f'Te>kIeo< Q~"","'. f<I< L~'C1 . ,;:J 
~"'''''''''y """'-' . , C';e' EC.'''''01~< fc< troO W"" B,,"~ fc< the"" ,,,,,, 
" "''' _', 2COJ, 228 
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China's success with a stror.ger state. GoverOOlents are growir>;J more wl lir>g b accept the b!;s 

01 some revenue in retum fOf a more equitable society. 

Openness 10 100 World 

This is "n encymous/y broad red"', but the centml question is how d ndtion m"nages bDth fCY9ign 

trade and capital. The economic ,,"sses fCY Uluntries thilt ON"" to shun outside imlustry are well 

!::nown therefore nea~y all are engage~ in the Qlobal system, The many Institui'>C<ls an~ non-state 

actors thai manage internaliooal trade and investment are beyond th,s evaluation. but 

participation ~ required il a counlry ,,"shes to wh d ly compete in the global ocoomly. Therefore, 

membership ~ required to play. but managing fOfeign trade an~ capital is rife ""th rISk and is 

ce~ilinly not an egalitarian game 

Few etoonomists woulJ disrute the mer~ of cross-border trade and the positive sum gain 

ach",ve~ between both t",ding pw1ners, Understandably, lowerir>g subsidies and op£l!ling 

markets on a global sCille ha" been il GeIltrd l theme 01 development pdiey sirl<.Oe the endng of 

World War II Howeyer, """pite the ideillism r:l!he pdiq, there is nothirIQ Ir&e Of fair ilbout 

trade, Drawirlg IrOOl Africa's experience, the continent rilces illarmirIQ protect"""sm from more 

powerful mercantilist cOOlpetitors, As an ex,,",ple from r",-=t il[JfO-trooe negotiations, it is 

estimated that cottoo subsidies from Chinil, the United States ilnd Europe cost the Africiln 

ocooOOlY $1 LOiliioo annually, Cotton p.-oouGed in th e United Stdte" exceeds Africa's costs by 

50%, yet each oc:re of American cotton is sub"dized "';th S23{),"" An endless rlUmber olsim'j m 

examples can be cited, bllt thi s argument hds <lone Ii"", to rrogres" WTO neQotiilt;ons, despite 

renewe~ ailiaoces amoog some southern hemisphere count""s, Other vanil'*s (e,g, commodity 

",ice fluctuation", fiOiltinQ wrren<;",", p.-otedionist polid~J can be dtB<J as important challenges 

to Arrican trade, but the damaging nature of IOfeign agriculture subs;dies and other protectiooist 

policieS ~ unquestiooab",. 

The most drarTwtoc economic ch<lnges oVer the last deUfJe are due to finandal dnd t4'itai 

market ,berdlisiltion, or generdlly stated, the management 01 outside capital. «, Through the 

unyielding implementation 01 t"",hnology, financial netwOf!::s have established themselves 00 a 

truly planetary scale, This is certainly the mJst 'global' aspect cl globalisation. "01 th e many 

changes in the WOfkj econOOlY in recent decades. few have ocen nearly so dramatic as th e 

resurrection ot global finaoce .Iike a phoonlx risen from th e ashes, global finance took Ilight and 

",' T"" ~00"'''''i-,i,'' """ """" 
", To kon Wh",,,,,,,,', ~~~<e, ~o ',,"or ~''''-_ "" c~p'" ",coo'" """",OIm '0 "" "".""", " .., '\~_"'il"'" 
eu""",", toe",," t.c;, '~"" "" CC<""""",, .. 'hc 'm:o ci >'"tl~"_, H""",'~r. tI", 1"1-'" " LO,""'o~,l.jc "'c, 
,' ,'"'''"'' . .. """""',.,, '" the I,," .. , 0,,,",, . ,," A... T",,,,,, "'''',:. ".", ~,,'" "~"'''io,,''tl>' ,ok", " counter ""',.:;'" 10.., ro'~;~' 0' t'-o U, ."" "'e>'O' "" F,,,,,,,,, 
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soared to r>ew heights of power and infll-'OrPCe in the affairs of nations", as Benjamn Cohen SO 

paSs;co1ately Glaimed," However, the ac!vCf"" impacts 01: this explosive growth h!l\le been 

pamJl1<Jl>1\' especially when consicJerir>g the currency collapses and quick fieeir>g foreign 

invcstment from devek:>p'r>g corntries, Thomas Friedman called these indivillwls and 

Ofganisatoos the 'short-hOfn' cattle with., the tt;rong of gkJwl inoestOfS, Ttls llfOO.(l inGludes 

multitudes of anonymous pert;.(11as: hedge fund t,aders, equity marmqcrs arld the millions of 

amateur arld professiO<1a1 5<)vereiqn arlatysls who try to predict the potcntial of a nation's 

economy, The unfortunatc naturc of this intcrnational gfOO.(l is best described by the International 

Monetary Fund 11M F) as 'herd;""i Of 'mcxnentum trading' Iossentially, investo.-s are caught 

makir>g JUDgements based on limited 'r1IOfmation while simLJtaneously fearing a fellow cO!Tlpetlto.­

has tnJre rekltr,.e access, Thus, when a respected investor makes a tactical alloc~tion or 

divestLJre, it can create an inaccLJrate stamrrerir>g_ Whiie analysts dr,1y outline the iI eftects 01: 

this type of capital movement, it can have <leva stating itn9acts on a nation's ecOf);)f)1y, The 

shortcomings of tris system were h~rsl>y exposed durir>g the oow 'r1IatnJus Ioast Asian financial 

cfisis_'" Aner Malaysia's shocked ecommy wttled, the Prime Minister. Dr, Mahathir Mohamad 

renOLJnced this grOLJP whikl addi"essing the WorM Bank in 1997 as -tnJrons' operatinq within a 

JLJngle <:l fefocious beasts_-'~ 

The least Asian crisis was obviously detrimental to many economies in the short-run but two 

valuable iessoos wcre iearned, First fo.-e'Ign capital is beneficial but can stampede qLJickly if not 

rronito.-cd closcty and adequate reserves are oot maintained, Prior to this, a debate about 

controllinq fOfc>gn capital was unsettled and the awareness that a crisis could OCCLr was largely 

>gnorcd, However, the crisi5 'tipped' the indecisrve and now tn;)!;t of the effected economies 

maintain oome fOfm of capital controls and rescrYcs have bcCl1 bolstcred_ Secood, arld closely 

related to the first, below market clIrre<1Cy's are pfeferred to stronq one s, While some GGUltfies 

haoe revert;.f!d the trend of fixing tMr currerxoy to the doIla" moot purchase large (IIl'I<X,01tS of US 

treasuries in o.-der to deflate their exchange rate_'· From Stephen Roach, Chief Economist of 

Morqan Starlley, "Asia has Icd the way in that rcqard - with hard currency pegs in China, Hong 

KO<1g, arld Mal<!ysia and oolt cu rrency pcq s in Japan, KOfC'" tndi", T ";w",,_ Thaiand, and 

tndc-nes;a_ As'",,'s offiGialforeign eXGhange re,erves surged to S22 trilliOl1 by mid-~ - marc 

than double the hoId"gS of earty 2000, A~'a fK>W "'aili/a''',' 8<1'/0 (if US oc'w(mf~,"" Tnese 

"Qo..""" hy R""'~, 1\>\0, ? 
"' '~ .... ",,"' """ ",",'-zo,"""" m,,,,,,, woro nut tho ccmp""< W .H of tho A~'n riflO(JCioO " ... , BOO ~>' 0,.0 "r~ 
"rOCluroi pfD~<m, _0 tt>. "' ~o", S.., ", .. ,,," R~", WI ,., C,," ,.., U'" "'_".n C"''''''Y .. ,0 ",_,~.I cr; ~, P. " 1 
A "''''""""""",llfc '-""' ....... ', l!!i.!;,j""'-""L'!"'~L~-,,'rL"'to!_""i '0' " cone" _ "m",,'Y u """"",,n, 1M, ,,, 
~ pow .. ,?f:.t)C 

~ "ooch. 29 Ncv<ml><' 20:>1 
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events were especially import,..,t to Chna, lor it reinlorced their CDrTn;tm.,nI to existng policies 

due to awiding much 01 the downward cycle 

Beyond altruism - the successes and failures 

Despite global anxiety and pessimism. the improvements 01 living stand~rd:; warkjwide h""e 

been dramatic;or the last century {us;ng broad macro measuremenll!). The counlrie" in Western 

Europe,..,d North America have se"" the greatest acoolerat",n, but irnpravement" in living 

slandards are cons;stent across all goog-aphies, From The E(Ofl()fm~!, -The truth about rnari<et 

lioora isa\fon and ecooomc growth is not that it increases inequ~llty, nor that ~ hurts Ihe poor: just 

the Ojlpode, R"ther, the truth is til~t "()I'T>e large p"rts of the poor world ~re pulling themselves 

aut 01 poverty wllile other~ ~re not:"" However, "" Figure 4 demonstrates, the gap between the 

reg"''''' olthe workJ is striking, Where Alri",,'s GDP per capit~ over the iast century has grown 

almosl three-laid, the Un;ted St"tes 

has grown eleven time s, Too 

Econamisfs point 'IS the increased 

grow!h in Chin~ and In di~ h"" 

outpaced the United St~te" ~nO:J 

Europe, "rid bewuse these huge 

poPJlatioos (nearly two-nnh of 

hJmanityl) are experierdng growth, 

the ecooomic gap is actually 

shrnking I his might be 90, but the 

wealtl1 disparity in other areas 01 the 

Figu,. 4: GOP Gr"""h por C""~ . 1900 _ 2030) 

- -11-1'1 "-"000 

workJ '" aiarm ingly ""de, Angus Maddison,,, f""",d scholar koown for long-term economic 

perforrT",nce ~ssessrnents, ~ss.erts' 

There are much I'IkJer ir>Come gaps today than at any other time inthe f'st Twa 
th(lu&lnd yews ago the ~verage level for Grwps A and B w~s sonilar," In the year 1000 
the av.,,-age for Group A was lower""" result of the oconornic collapse aller the fall of 
the Roman Empire, By 1820, Group A had forged aheed to a level about twice tl1at in the 
rest of the World. In 1998 the gap was almost 7: t Setwe"" the Western Off&hoots and 
Afri"" {tile ricilest and poorest regions) it is 19 to ooe,'" 

Even the rnost aplirnistic ev"lu"tor wo lJd h"ve difliQilty nol ;>CGepI01g systemic problem~ are 

"PP'Jrenl. E.planalions for the C"lJSes for lI11s phenom""on vary ;m)M'here fro,,., weather to 

", Ti>e Lcc"","''-''', 11 .1oy 2(:(>0 
" M'>ddo>oo ",',,)(,; "''''P A .. 1"/<"",,, [""P", "" '1.'0,,"," "~,hoo» (WIM S,","" c."""", ",,,,, ... """ ,",ow 

''''''''') """ J,,,,," 
'" MW<looc , 700' 17 
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" 

r~cism," Hov.'cYcr. ~ cOUOltry'S pciiey seiectKlns do matter and can gre~tly enrich G, hmm a 

"ociely. 

App/'ting a one hur>dred year view ~Iso docs no! provide ~ [>reGi.., ~n~lysi " 01 the 'WashingTon 

Consensus' policies either. The UniTed Nation-. {UN) HumElll Development Report published in 

2002 reviewed intcrnalian'" liyir>;) conditions ~r<:1 moosured 'human rrcgess' for The last ten 

yc~rs. The firdings were disElPpo;nling. Desprle an iala.-national renewed commitment to 

demarmey and iberal economic pdicies, many metrics have actual'! dec ' ncd. Only !wooty-four 

countries created the 3.7% annum GOP thoog\1! necess"')' TO Mlvc p<lvcrty by 2015 while 127 

countries. WIth 34% of the world's porul<ltion, were below this level. ... ' As expected, Sub-Sahara 

Africa is the worse with 23 of 44 cw ntries railing in most ofthc mc~sured categories_ Poverty is 

also increasing. "20 countries in Sub·&lharan Africa, with more th~n half ct the re"ion's people, 

~re poorer now th<ln in 19S'O- ~r.:J 23 me l}(len • .- than in 1975 ~' 

The ir.:Justry surroor.:Jing these frus1rrning statistics is enormous ar.:J showing 1\0 s';Jns of w~ning 

Go\icrnmcnt., deve kJ pment agencie • . non-governmental organis~tions (NCO), other- civil soc'tety 

groups, EIl1d e,'oo multinational corporations are ~tle~ting to cootrlJUtc. DevciopmC11t 

assistar.ce comes in many forms; ctk ial sovereign I()r€ign aid, debt forgiveness, donations from 

civH society, and providing human resources, just to highlight a few. According to the 

Organi5ation for Economic Cooperation ~r.:J Devciopmcnt IOfCD), !Jff.::ial development 

aS5istance (ODA) w~s $69 Bi lioo in 2003 alonc, an incrc~se 01 7% from the l}I'evioos year In 

2U OO , there were more th",-, 37 ,000 Intc""'tloo~1 NCO-s registered, a 20% ir1 cre~sa from 199o." 

Additionally there ~re tens of thWs.'lrid . 01 r<xeign cxperts l}I'oviding ~sslstance in ooveloping 

countries. Altruism does no! gu"'~ntee efficiency though Or1€ study lourid that it ta~es $3521 11 

forc>gn ~id to raise ooe person's income by $3.65 ~ year."" 

No M"gi~,,' Elixirs 

What is certain ~m<lt'9 this dj,glogue is very little is new, lor hi slory demotlstrates the longevity of 

this discoorse. Political leaders, ac~demics. ~rid policy ~dviso ," havc noIle>st their courage 

though billions have been lost from exrerime"ts gor1€ wr<x'9 The oilly ~£rlamty i. some nations 

have found ways to iml>roVe the lives of its citizens, but the right recipe is u,,"lue 10 cvery 

slluation Evcn in Afri,"", despite an unlavoorable global system, success h<ls been found I ll" 

"T'" j> "" o,~...,.!OO """" Of""' ..... • • "",1.""",, .""",,... "~ " "''''''''' ...... "'"" ~""", _ 0_ co"';"', me W,·".," ,,,,, PO"'."Y d N"''''' ,.· ',e ", .. " ,,· lil ... " ""'" "'xl CDm r~ "y. 1 ~i ",.)M"" I) ."""", G,m, Gw", "oj S'O<J' 
TI. .. /-"'.s 011-1" ", .. , ."",,, •• Ji,,s i""" Yo ,, ' W W G."",, """ C"mp"'Y '[>99) 
" UN H~ r;-.,v~ R.."m o. ......... ~., 20((2. 0 
" IW " ., r"., OOA Dat. , 00, 

""""""," " '(J? 
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--------- -------------------;--;;:--;:::::;:;:::;:::::;;;;., 
short perioos Policy, ~itk:al structures, and me 

overall D"itical &conomy 01 a country 

''''questionably affects th e wealth o! its Clti]e!l$ anlj 

Chi .... '" show.'9 tNlt a lle"'al~ n",lh"ds can work. 

Pag<'l25 u! 61\ 

""" .. ""~ """'W"'"' _ ... _ . boo', "'" ... 
",,, "" _ . "'_·CO .... . 1-...0', '''' """ "'~~.....,. 
_ "" u",'""« ,. "'"'''''' ... " .. '" lho,.~. , ..... . ""'._ ... ". .... ,, ~- , .... ,- ~~. ,,,.,,,, 
GoooI .. ..,._" """,.",,,,_, 



Univ
ers

ity
of

Cap
e Tow

n

Grand EX,Delrlm'ents 

"The that have China to a ,""", .... .,,'" role in the economy have no direct 

Antecedents . ..65 China's ..... n' ..... rt"',.,'~'" in the international but as David 

Hale 

an array of 

fall short when In search for 

understand China's nh",,.,,nm,,,,,.,,,,1 run, but the discourse is 

This rio,,, .. I,,,,,,, ...... , ... t ",r"",r"".,,,;,.,.., since which led 

to China's current "'t"' ..... .-li ... ,., and demonstrate how it differs from the Consensus'. It 

will argue that China has ... m' ..... """,; a blend of market 

mercantilist structure. 

economy and these 

1.:"",,,,,1,,,,,,,.,.,,,,,, success was <lI1",,..,, • ..,,,,Ii,,,t,,,,.-I 

..... ",,,,';1,, discussed. 

..... ",,.....,"".-1 within a 

China's 

increased interests in Africa and COr1SEiQU,er in influence must be understood in order to 

address the overall research uu~:;::"" .... , of this paper. 

The Chinese are of their and it is an illustrious au.",u-v,,",'''' account of .. "" .. ,.,,, .... , 

... mni .. ",., and noble achievements. Much of the world has borrowed from China's 

list of ''''''''' .... ''11''''''' OOlltlc,al and academic achievements for centuries. If some of China's 

innovations had assimilated lancjsciape would be different. China's 

success seems to teeter on Jnoredlctlalble and Some of these 

... v,nAI·im ... ,.,'t., have riches while others unbelievable misfortune. The current 

unforeseen but the "."..t",i ... t" of its course is far from decided. 

China's of Indian Ocean trade "'''''Vlrt",,,, a r.nl'!':II,p.I·~nlp. China extensive 

naval ... vnlr ... ",tli".", to the 

flotillas were a 

feet - four times the 

1400's and rn'rnnl"'n~n seven 

nOllOQllcal advancement. The 

before 1431. These 

extended over 400 

of Columbus' Santa Maria - and boasted nine masts. The first 

of these fleets launched in 1405 consisted of 317 vessels and carried 

AYI"\lnlfA'; much of the waters around Indonesia and travelled the east coast of Africa. As 

David Landes AI""hn,.",t."., of three years, the Chinese built or refitted some 1 

64 Quoted 2004, 1 
65 Hale 
66 Landes, 1998, 93-96 
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Medieval could not have conceived of such an armada. "67 However China 

with the enormous costs and the Dol!itical will shifted ~n'l:ain",t trade and 1'I1!':!r.n\l'AnJ As 

was reduced and the middle of the 

multi-masted was established as a criminal act. 68 The 

sea on a 

this 

AYI"IAV'iml'lnt is hard to grasp, but , ............. ,..'" if China had rounded Africa's 

entered first. this was not a short break from maritime 

and 

the first 

Chinese vessel did not reach until 1851.69 

N"",rrnwll"l,, to the last 50 years reveals a tale of and 

that have caused enormous distress with limited for some. The nature of these 

.. Yr, .. ri,m""nt", has been well intentioned but the effects often "'I"i.,nlh,,, to the poor, eSloe(;laIIV to 

those living in rural areas. In 

communes were built to increase the 

n.n,n ... ..." was abolished and 123 million 

Forward', communist model 

All 

workers were 

communes. The State also eliminated small-scale markets where farmers sold 

70 Families were to eat in shared facilities while "work were 

distributed as if were soldiers .• 71 The consequences of these actions were dramatic. 

Production levels faltered a famine. The associated deaths and decreased 

birth rate lowered the 6 million over three years.72 to the dire lack of 

,m,:anl1'\1 some economic estimated the 'Great Forward' lost ten years of 

HICtll"'u'VofChina DevejrOp'mE,ntModel Since 1978 

these well-known the D"",..",I",·", n.ICIJUI.IIIIJ of China {fr ........ "'.R in has 

nn",II\" .. economic results. Western Chinese historians divide the of the 

""''"' ... LI''' .... into two eras; the Mao from 1949 -1975 and the entrance of 

73 

,,,,,,.n, •• ,, in 1978. The Marxist In""nor,,'" socialist command economy of Mao a 

modest but ('", ...... .,'''' ••• 11 of the last two hundred years, the results 

were tremendous. From 1952 until 1 and GOP per increased more 

than 80 74 The economy to shift away from and the industrial sector 

more than doubled 1975. HOwever this success was the of both 

and the United States. 

world but the in 

67 Ibid 
68 Landes, 1998, 94 
69 Ibid 
70 Maddison, Chapter 3, 1998, 10-12 
71 Ibid 
72 Ibid 
73 Demberger. 1999.606 
74 Maddison, Chapter 3,1998, 1 

credit the last 50 years for China's retum to the 

after 1978 defines modern China. 
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The aeriy,. of Oertg Xiaoping in 1978 began a dranlatic policy move and mucl1 01 Cl1ina's 

economic ris~ coo be ~ttrilxJted 10 tl>ese neW dynanlic,;. Callum HenJ.,.-soo captures t11 ~ nation" 

rrood lor impiem""ting d"'rtg ~s in Clrin" un 1/", Brin!<, "Cl1ina also wants to be ~ natioo th~1 coo 

mlonger be bullied, a nation with" strong sense of self-worth, a n~tlon th~t tak..s it rightful piace 

00 a global scale .Power no longer comes out of the barrel of a gun; it cornes oul oftm, 

economy."'" The Ooog-Ied govemmoot. until his death On 1997. grew the ElCOr.omy by an average 

019.8% (GOP), or nearly 1.Stim"" more than under Mao." Tolal GDP grCM'th does r<lI provide a 

pu.-~ meaSure of bffiefits 10 ir>;jivlduals, but houseoold measu.-""""nts offer some cl~rity. lInd .,.,­

Mao, the p..- c~p'~~ 11[)Usemld coosunlplioo ~'penditure ir>creas ~d 2.2% p..- annum, blll mor~ 

than Ir",led to 7.3% during O""g's rule" Above all, Chin~'s ecmom", asc""t over the last 20 

years is I10thing smrt of remarkabl ~ . Very few countries have successfully transf",-red from a 

"' command ecommy to a markel-drivoo ooe, ar>;j China is now tm, hallmark for sLJCh chang""." 

These reforms w",-e rIOt set trn-ough a grand strategic pian though, and un'n tenlional oulcornes 

offen resulted. The tamed metapoor (perhaps averused) by Ooog Xiooping pro,;des tl1e 

orthodoxy b..rund the appiication of these idea~, 'cross;ng tl1e river by feei ng the stooes under 

lhe feet" (!Au ;-Ile sir! f()lj g(lu h~). Th ~ ,"story offailed ~'periments taugl1t policy mak= to fol low 

a tentative pace. Ecomnlic zones and other tactics were, ar>;j coot irue to be. used as plots to 

mediate the ""pacts on SOCiety and provide time for the necessary institutions to dev,"op. The 

SC){;'lalist characterist"'~ of the refornls were also closety guarded, which contributed to the 

retiaro::e on st~te assets, despite underpe11'ormar.:e 

Iroo>cally, tm, pot>cies 01 China since 1978 are arguat>y aligned .,.,;th the Washington 

Coosoosus' but .,.,;th certain imlJOrtant excepbons. Returning!o tm, roodel discussed in Chapter 

1. China has followed Macroecor>amic diSC;pl., ~ relativ~ y well by 

ma"'t~in'ng low national debt wl1i1 e k ~eping inflation sonl ewhat 

stable. A market ecommy ha~ not been ful~ embraced, but the 

state's role has beoo diminOshed. M,.-oover. openness to the world 

is the distinguishing rna rk of Chi~a's new wealth: international 

trade has fi[)UrlSh ~d, fore ,]n d'"ect investm ~~t (FOI) encouraged, 

-­~ .­,~ 
,~ ....... w_ 

"_"",.1999 61" 
.: Dornw9<f. W "l. 613 

Nuu<u""·" c""","'pI.,,, 04>C oo.,,,c~ m''''''''c~ """'" '" ,oc-j . "d """,,,,,, bu t "'cWO, ~,." ' "'"'''' 1<.,. " """, .. I 
... " ,.",", ,,,,,, ', •. g. L'K""," ')"""1 
< "n~l". "'""",,on 00<''1'''''''' C' " , """ th o ~t LX> oo .• ,..,. C" ~ , r-= .... ~ the Sov;e<: .'''''''''y _ _ • , )'>to<" 
"" 'P"O« In 1~n W nO'! .. PO' oopi:o i""""", """ 15 ""' " ,,' 0' '"" 0' tile SQ,;e<: Un "". In 1 ~ • ~.~, SO '"" "',,' of 
thai: j , R""",, " &:<: AI""", MOIdJ·ooo. "Oyt ... ,.;o, '" O<vdo"""" " II", f>c", ell " •. ' " [,I"",,,, Eo""" .. ", P..-0<" ",,-,, 
'" '"~ C"'<I Ii"" w";, OIoCD "",,""",.nL C ... , • . 1 'U'l . C"'.pI>< 3 
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CAN THE 

and China has become a member of all Clinlnifiit"J::Ilnt world institutions, flows and 

.::>y,r-h"'lnnp rates are mS:ln~lnl'!t1 counter to the consensus. 

The TnllnWlnn section will review China's I"h,,,n,,.::>., since 1978 in a linear with a focus 

on contrasts from the 'W<>Cllninnt"n Consensus' nnlnrln,,,,"', 

Macroeconomic .... ~ ..... II.I. 

China's focus on self-reliance and isolation nr"'\I'::>lnY"",1'I the from debt loads 

the c::n,;pr,I"innru I"" .... , ...... ,,' run in the to be a critical attribute. In 1 

China was free of both and domestic debt with inflation """""""""", n""',..::>,.,, 79 

debt nrl".v'O"I.::>1'I China mn,nrt.<>nt IP""'W~IV when im'l'Ilpml"nti assert that 

aDIOIIE!CI to Russia and other tr~I'!'!.tl'rm,.nn China evaded the '''' .... ,'n'''·''' effects of the 'shock 

ICltrn'::>lntCl were aOIDIIE!Q on China's terms and the 

of outside economists economy were 

mentioned 

avoided.so 

the decentralization of the economy created infl'l:lItit'l,n<>IN n.'nnl.::>"'!'!. that were 

uncontrollable. due to inflation were common 

most of the 1980's and remained a nrnhl.::>m well into the next decade. Because China had 

maintained fixed increases had to be im.~I'::>lm.::>nb:.t'I ~innl·I'!!'!.!'!.iVl'!lv 

makers aDI[lIIe,O them often ", ... ',,", .. ',,"",,, influenced the 1 

was a bad year with from the year 

the decentralisation of the economy, it became clear the financial C:V~:tPI"n 

was not to manage an open economy or establish fiscal with so many 

new non-state actors. the Bank of China was established as a central 

reserve institution and commercial banks were dedicated to serve customers as in westem 

economies. Tax codes were a"'j""''''';;'''' to be more focused on individual incomes 

with revenue collection remain 82 

1990's included assertive to settle the inflation This was Reforms in the 

nA"A":,,lIv done 

<>n,l"Ir"'ClClIV.::>IV monitored 

""v''' ... ·i'''''''nt with decentralisation. State-level bureaucrats more 

held local officials accountable, 

Hn'w."'v.,,,. these moves should not be nY""rn,'.,,">1"1 as to the command ideololgy; the 

79 Maddison, Chapter 3, 1998, 11 
80 the IFrs loaned significant money to China despite gross human rights violations is beyond this review, however 

is noteworthy. 
IMF, 2004, 232 

82 Demberger, 1999.613 
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nnliti ... ,,,,1 economy had "Ur,:>,::,,''II\I A number of other <>..,.,,,,,.,,rn,,,.nt., 

were l:IItt,pm,nf",.C'I but most of the iml'\rnVAlmAnt<o: can be attributed to more reasonable controls 

and .,h,·,nk',n" the money 

prBlcti(:es constrained available 

state investments and 

while the po~;tp()nelmelnt of 

ht.,.n"".,, bank 1""".11,,,.,, 

increases n~"" .. .,n .. ;.n 

further rises to consumers.53 Inflation 

1997.84 

to an average from 1993·1995 but fell to 

At " .. ".<o:"",,,r China maintains conservative macroeconomic which does not differ 

from the Consensus'. Current inflation rates are contentious 

among ;;!n,RIVSrs because of China's statistical pra,ctlc:es. but it is "",.~ .. r,,,,II\I ac(:ep'ted to be at or 

below J;;;;AII.I"~,IL n,rilViI"rniTiAlrilr debt is 26% of GOP and the deficit sits at a modest 

3% of GOp.85 China has not been afraid to borrow some billion was obtained from 

both multilateral and sources the end of 1996.86 However <O:l:I\/inrl<O: and 

reserves 

maintains 

Some 

China is in no C'll:Iln"." .. of immediate fiscal InSl[8011l1lY also 

markets. <o:n\J'ArI:.inn debt and raises 

argue China's earlier inflation rates were counter to consensus, but 

hVI'Arlinfl:Rtir\n was avoided. The WorldBank also agrees, "China has been 

macroeconomic conditions well. It has relied on 

o..""h<,,,,,,,,,, rate to sustain domestic demand 

macroeconomic and a stable 

structural reforms. "87 Th.l>r".fnr'A 

for this nnr.ron •• ., 

Consensus', 

China and continues to the rules sU~lgeistE!d the 

A Market 

As administration's first was to decentralise much of the economic nl"""n,,,,, 

mechanisms and resource allocation to local officials. This was not a 

... nrnnl.",r", embrace of m",rit""t<o: but officials "' .... ""..,.,, .... some control had to be relaxed. Direct sale 

of State Owned ... nr • .,irl .... ."rl but broad tactical control was paiSSEiCi to 

local administrators and within some The rAU~Yi"ln of 

controls also market forces on the of the 

therefore SOEs were often The extent of 

controls should not be underestimated 

1 but within a cel:aOle two-thirds of 

83 1MF, 2004, 232 
114 Roubini et ai, 1998,20 
85 Hale 0, and Hale L., 2003,49 
86 Maddison, 1998, 10 
87 The World Bank, 2004, 27 

were set the state in 

VU'U~l", 80% of manufactured consumer 
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almost all of the service sector and one-third of 
118 

From an economic sector oel"S04ectllve. was an 

were SU:SCEtptIDle to the 

The 

communal nrn,I"'l"'rC were reversed and ..... '~,..,.n. farmers returned to their land. The state exerted 

some control over ",n"I"I'II" crops, but most of the rural markets were allowed to once 

flourish. Quasi-direct land nw'n""rchin was established 

home nw'n"',rcl'llf'l 

FI'./"Inrllni.<:t "The introduction of cash crops, and the 

Innn_n~nn leases and most 

\,IU' ........ " .. measurable results. From The 

of informal mRrK~~ led to an 

increase of 14% a year in rural incomes the same six years to the 

to official the number of those in nn'v~rru IRI'1I~r--l'I reduction of 

the of France.n89 These were short-lived to the household 

tradition followed for " .. ' ...... ·"'f" ...... ., but the Shl:lnEine of and 

refusal to nrn"!:>,,,,,,, n' ..... n,,,.m' nr~!v .. nn:!n nrASllter was still one 

the once dominant third of China's economy but industrial "' ...... "' .. ' ..... was 

sector.90 I-n'\",~,"'cl'" on reforms in ceased until the 1990's when 

outside outside traders. 

re-emnh:~SI!~en in the mid-1980's with the intent of r.n',RTllln 

wealth where 

this class of 

consortium 

in the rural areas. Individual nw'nelrchin is ""''''" •• " but 

and banks. This eXlnerlml!'!nt 

a 

fruitful 

enmUlVE!(J 14% of the labour and contributed to over 30% of Gross 

National Product 

exceeded 30% 

This sector also had Innne\/ltv· over the next 10 years 
91 

T""r" .. h"rI rural reforms but more trouble were found in the and 

more IJUIJUIi:Ut:l'U, industrialised r",rllnflC The crux of this matter was with SOE's and China's 

commitment to an .. "' .. 11.,",.,"1n .,,"I"I, .. n, introduction of market reforms with a 

reluctance to nrnJ''''''''''' Ho'wever this J:ln .... rn'''I''n caused two 

consequences that remain unresolved a dual labour economy emlerClen 

those errIOl(}Ve,O the state enl,nvo::!n nets and whereas 

those in the sector are sUl:;ce,ptilble to the benefits as well as the side effects of an 

e\.lll.ll<:lleU labour market. the 

88 The Chinese Economy Under Den Xiaoping, 1996,50 
89 The Economist, 11 September 1997 
90 IMF, 2004, 3 
9' Ibid, 6 

sector is funded therefore 
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;\("RICA RE1URNING EAST: 
/t,1CDEL TRAVEL TO AFRiCll.? 

threats of state In"",rulc,lnn n""ln"",·t::!It,~c:. investor SOE's remain 

, ... ",rnfll"",hll", and are the extensive social contracts with 

Loads of 

the SOE conundrum. 

..... """''',.)' and worthless '''''',ClInt" .. " are also of 

Planners r",,(',nnni this n .. "hl"""" but little has .... h''' ... ,.,'arl Robert Michael Field 

in 1996 about reforms fl:u,nat'inn Imr,I""'TI"",ntirln this decision would have a 

whole range of reforms ... but events overtook it almost ImrnecllatlelV: a downtum in the 

between moderates and COI'SE!rv~~ti\j'es. and Tiananmen and its aftermath. 

are still the same as in 1978 and 1984." Most current would 

assert little has from 1996. For years, banks have been up the 

Inli""rr\""ri~nrrnt::!l"(,,-"" with subsidised but this has hidden the As the 

·\I\I':lc:.I"I,lnn'fnn Consensus' nrr.nn,.,,,,,nfc:. markets more efficient results and China 

has still not found a panacea for its " ... -fnrrnir.n state assets. China is 

faced with a grave nt::!llrt::!llinY' socialist loe'OIC)(lV SOEs at the core of an 

i:>'-","'''v. but a continued commitment lead to ,n."nl",,,"','\1 

China' has been the role of the State since 1978. In 1 revenue 

was 11% of GOP in 1978 it was 31.7%.92 SOEs were 75% of the economy in 1975 and 

but 28% in 2000. .... n'''.'''.''''''r this data is somewhat rni.,I",,,,,rlin,n The reduction in nn'.I",r'r'lrn,,,,nt 

revenue reflects the of collections at the local levels and other fiscal nrn,hlll'!,mc:. not 

to shrink the state. And while SOE's are a smaller nrr,nn.rfic,,., of 

the "' .... "nnrn\l 

revenues.93 

still II'!ITlnIClVII'!'n 44% of urban residents in 2000 and accounted for 70% of state 

LlOI:OI0,",,"'0I:0 the success of markets into the economy, China remains lukewarm towards 

run,,,,, .. ,,,,,,,,,,,, .. and its nnllTll"'.t::!Il economy remains state-centric. reforms will but 

"'1\''''''''''''''"I<"1n remains a Roach warns market "It is critical to 

remember that China remains very much a mixed economy - the state still owns t::!Inlnrn,yinnt::!lt""lv 

60% of the nation's total assets and still accounts for 90% of total fixed investment. .94 The 

historical commitment to socialism and the concern with """'''I",nf., ....... ':lnc."'., with no 

foreseeable shifts. as a reformed command economy, with nominal markets 

but Consensus' countries have advocated market solutions for centuries. 

92 Maddison, 1998, 10 
93 The Economist, 28 Sp.r"p.n'IMr 2000 
94 Roach, 8 November 
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China's 

asa 

toward 'marketization' is a reluctant embrace at best and should be viewed 

decision necessary to rnrnn,~til" gloloalllY. 

to the World 

"At the heart of the issue is the revival of the old n .. nn""" ...... that troubled Confucian 

reformers who to modernize Western lines while Chinese traditional 

Confucian values ... as 'Chinese 

liI":::.rmf,n for the xue wei ti, Xi xue wei 

for the essentials and Western 

95 Michael Yahuda's 

assessment of China's broad oe'vel'ODlnelnt debate is es~)ecla when rnr,;c:irl", how 

China has At the <:!lr.-'nn.>' ..... China created a mercantilist 

t .. r'l'\n"II"1,,'I\1 and the scores of other benefits model with liberal undertones. 

bestowed to a nation active in the economy were desired when the 

their but socialist roots had to be protecteCl 

.... TI·W ...... " these desires were fulfilled in _ •• ',"i",~ fashion. 

,,,, .. ,, .. , •• 11 liberal 

However aDI::mEio mercantilist pollclEIS 

countered the il"Y'''Il'IIrl;C:'r,n of the new economy. China's ",Y,n""UTI, .. nT with openness has 

been riddled with reluctance but successful in economic terms. 

To China's these .... n'ntr': .. 'tiinn 

economy, but 

established an im." ... ,,,i,,, .. and ".",wir." 

did not all arrive at once. out of isolation was the 

first In the classic Chinese way, .. ....."n .. <, ....... " lllirOnO-(IOVern was a 

process 

and 

powers 

with the United Nations 

~..,,"'tlr'" in 2001 with the World Trade Relations with the broader 

nl"''n<>ti .... r~'rn'rlnilrinn in 1972 and the United States with 

favoured nation status in 1979 . the last years, China has "" .. <>l1il,,, 

embedded itself further into 

"From the mid-1960s to the 

..... "'.Ul-I .... e. Alastair lain Johnston concluded from his 

China moved from virtual isolation from 

international nrr.:::Ini7:::1tinl'" to m .. mh .. rc:hin numbers :::In'"lrn:::art1.inn about 80 n .. ,·r .. I"If of the 

.... "'.nn:::. ... 'nn states. "95 

As with the other .... f'· ....... " .... ,1"1<>.''' .. with n",~ .. n, .. "'1 n ..... ""t'1' ... ,<> and 

local leaders to pursue 

them with standards also had to be with this effort. e .... 'mn,otin' .... also 

meant the renminbi was not (.;UI,UOeUl.IVtiI therefore fixed "'Yr~h:::llnn'" rates were discontinued 

a fivefold currency devaluation from 1980 to 1996. 

95 Yahuda, 1998, 551 
96 states are United States, and a wond a\lerage. See Johnston, Alastair lain, Is China a Status Quo 

IntE,matiol1,al Security, Vol. 27, No. (Spring 2003), p.13 
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with nre:.f""·,,,"'ti<>1 DOIICIEIS to accommodate direct 

investment <>v.",\l1t"" were instituted in the 1980's. 

held owned businesses all nnr"r",ltAI1 in these economic Provincial 

leaders were to attract investment nfl,,,,,;.,,n tax breaks and other 

incentives. As these grew, others were introduced among 

the different areas. SEZ locations were also where SOEs were not nr'~\J<>,I""n and this 

the emergence of the southern coastal 

one the first four 

grew from a mere 

reforms created a 

created in of 

residents to over 3 million 

of increased trade and FDI. These 

for an from 1987 to 1991, FDI grew four-fold from 

to the Shenzhen zone 

million to over 

Billion.98 New trade and 

had to be modernised. 

for an ",H,,,m'''lt to resume 

This led to acc:eplla 

After the retrenchment of the 

was able to convince the 

socialism. This formal 

continued to be ",n,nrl'!SSIVR'IV but trade pralcti<~es also 

to lower tariffs and standardise ,.",,.,n!1·;nn methods 

in the General 

into the WTO after 

",.,.",.,n"",' on Tariffs and Trade 

years of 

the ",,,r,n,,,...,\I' 

that a market economy was not ntAJmUa'UDle with 

is cited as the final stride towards a 

restructure of the economy. The acceleration of FDI flows after 1991 the of 

the From 1979 to 1991, FDI totalled Billion. While from 1992 to total 

inflow was Billion.99 

The East Asian Financial crises to be the next decisive moment. The debate 

the causes of the economic .... v""a~."<> will remain unresolved but China's resilience the 

made a on China's nnl" .... \/'m""<"',."" 

dealt with massive short-term 

remained stable.1oo The effects of the ,."'1'11",."" 

the in a much economic 

Most of the economies 

,r,.".n,..,,,,,,,, while China 

""",,.,,o,rI from 

controls and "",,.. ..... ,n,.. the renminbi to the dollar remained .... ",M"",ntl,n, but reluctance 

with markets was reaffirmed. ·Other Asian economies are 

91 Maddison, 1998, 12 
98 Bell et ai, 1993, 107 
99 1998, 11 

Roubini et ai, 1998.20 
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devaluations forced upon them the China devalued at its own initiative in 

and is the benefit in h ... ''' ..... ',.,n ",vr, ...... "," as nI" ... II"' .... """ The Economist. 101 

rrn,.Alin,n to the last few years reveals the acceleration of established currency market 

intervention of US securities and a continuance of currency 

controls. As noted in ,r""", .. ,,," US debt as a means to 

swell of stabilize currency is utilised most Asian countries. 

has occurred. While still China has been 

over Billion of US treasuries and it has since been on a 

China 

spree. From 

65% while 

,..,..., .... ,.,1'''''+".1'1 the year with the 

December 2001 to ..... u .... u"" China's reserves in 

moved up 36%. In China added 

o billion in reserves. China has also refused to relax currency controls. 

The renmimbi was 8.30 to the dollar a decade ago, it was 8.28.102 These mercantilist 

instruments have remained intact de:sol1te international pressures to further liberalise 

the account and the overall financial The next evolution for China 

these but current 

At nr"".,,,,.,t China continues the remarkable record of 

the ......... ' ... ..,. China JrpalssE!d the United 

remain steadfast. 

trade and FDI flows. A"" ... n,·rlirlf'l to 

economy, with FDI of 

Billion in Trade levels follow a similar trend. China's overall share in world trade was less 

than 1 % in 1979 but accounted for 6% in 2003. 103 

for financial Dul)licatl()ns are awash with data 

further macro measures is 

about China's economic 

movements and most are exuberant. Where these new riches will lead China is 

unknown and their continuance is not fnr,':>f'lt,nll'! China will retain its mercantilist model 

de:spil:e calls for liberal reforms and a based on socialist values remains drawn. 

China's Politlcall::con,Omiv Advllnt,lIgEls 

David r""\1,,,,,w',nn the economic of China in The Wealth and of 

the notion of over-zealous "''''." ..... ", .. ,''' ... , " ... the size of the market-so 

De()PIE~!--m<ilae China the 1",,,,,,,,,.,,t'I .. ,,,, EI Dorado ofthe nineteenth and twentieth 

centuries."104 In many ways, this ....... ·""""tir'" continues with the sector still 

China's markets ",,,,,,, .... n,o a controversial economy. China's governance 

,nn,r""~:!::irlf'l democratic ideals and is the J::Inlrnn'vm to western of 

democratic !::v.~h"'m Subramanian ..... w'''''IT''/ n,r"'etiirl"",t of India's Janata and former minister 

101 The Economist, 11 September 1997 
'02 As of 2005, China adjusted Ihe renminbi by 2%, bullhe possibility of future depreciations are nol agreed upon 
103 1MF• 3 
104 Landes, 1998, 93 
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RETURNING EAST: 
,\1ciDEL TRA liEL ro AFRICA? 

of commerce and 

to think this is 

Asia."105 

wnrr,,, • .:: "If China continues to grow and grow, will 

of their and that would be very bad for all of 

China has so far defied critics who claimed market 

reforms were not achievable without a democratic process. multinationals and IFls seem 

to agree with have not wavered with financial 

Bank's customer. Western countries of China's 

China is the World 

economy is 

,..nlmnlc" and outside this how China's .., .... ,'''', .. '''' economy enabled such 

rlo.,nllto historical nr.",..o,11.",,..., is essential to ::Iri,rirF!!':..c;inn the broader research of 

this paper. how has China's "",.."nn,Fn\l or its rA':::m ..... nc;lnln between market and 

created so much affluence? 

China's .-Io,,,,,n,I"I.'" nrr'\lirlo", some foundation. China has a of 1.3 

Billion 90% are Han. The of the socio* 

economic is also .::'",,"1,,".,.. .... """' .. r'" classes have ArrlArC'lP!rI but millions still 

The IMF has estimated per 
106 A,..r~nrrlinn to the World there were 205 million 

numbers have it at under 30 107 
Il'IrC111P!~:!:: of 

under the subsistence 

upper and middle class. Products r!::lln,nl!1ln 

to automobiles have seen eXlolosiv'e sales and both domestic and 'n.CI",n 

"n,m ... ,,,,,,,,,,,,, are finl,tin,n for market share. 

level. On the InVAr<:::A there is a 

from 

and 

The combined features of a w"'.!::lIlf!'.V domestic market with low-cost labour have created a 

draw for investment not seen before in the ae1/elClOiriO world. The OECD noted the 

reasons for "the size of domestic markets in 

firms. This contrasts somewhat with earlier 

decades when OECD were in countries to benefit from 

lower wages and costS.n1
0
8 China therefore has the best of accessible labour 

and domestic consumers. 

As China's proves, the pure vastness of the market is not A state 

China also has a established with bureaucracies. 

"China was a nlnn"".~r in bureaucratic models of governance. In the 

tenth 

1015 

it was <>lr.~<>rll\l 

and French. The New York Times, 10 April 2005 
3 

107 The World Bank, 2005, 18 
108 Maddison, Summary and Conclusions, 1998, 1 

trained 
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basis. The was the main instrument for Im""":lnn social and IJV,"'",,,,, order in a 

area .• 109 As a the state has II-p,rac;tic:ed bureaucracies 

some intricate DOllCIElS or 1"11"'1"',1"'''' 

Due to the autocratic processes within and resource allocation 

is opaque at 

debatable benefits 

millions'of 1-'''''''1-''''''. 

when contrasted This n..-... ,,,,,, .. ,, 

because China's economic reforms the lives of 

• David Hale details in "Were China a 

n""mn ... r", ... v it would nr..,.I"I<:II"IIV have to weather a movement OPIJOSiinQ the reforms. But it 

is run an authoritarian - a feature that allows it to imr,IP.lnP.lnt radical "''',~n .... "" 

I-(AVIP.'Wlflfl recent infrastructure investments "'Ylnl"'ln<::t this further. As eXIJected Chinese 

administrators do not need to wade 

democracies. Local constituents are 

untold costs to the local IJV~''''''''''''''' 

the often slow and arduous processes found in 

non-factors and decisions can be driven 

The notorious Three Rri,in ... " Dam in 

demonstrates how controversial 1"11' ....... ,..,'" can be ImIJOs:ed. This new dam was first "1"1,1"1 .... """,1'1 

Parliament in 1992 and has been in The costs were 

.110 

between to Billion In~.njO,nrlinn on who is and the dam was "'nrnnl,jOt",ilv funded 

China due to the Wond Bank's and IMF's reluctance. The Olsplaic;eo 1.3 million 

600 kilometres under water and the environmental imr, ..... ;t" are still not understood. 

This was all done without a clear case of how the dam would benefit the 111 

to India and its nrr,lnl'n~'n for infrastructure Im"l'n""","",'nr", to extend 

for this "''''I''''' ...... The NY Times r"'l",nrit",rI "There is constant talk 

southern commercial m"'rr"nnl fnr'm~.rlv known as Hnml"'<:Iv into a new ,""",<linn"",, 

the 

China's most 

be Rl:lOlnn,::.lnlr", 

call centers and nI/"In_TO""n software. Growth there has been menaced that have 

stalled construction of a new 

world's most splectaCIJlar 

for seven years. on the other built one of the 

in three years .• 112 China's state structures suffer the same ills 

of other nations but allow less 

in 1989 illustrate the nnllfl ... <:I1 

im,,,I,,,m".nt,::.tir\" of decisions with few outlets for dissent can 

109 Ibid 
110 Hale and Hale, 2003, 51 
111 The Economist, 5 June 2003 
112 Sengupta and French, The New York Times, 10 April 2005 
113 Tiananmen ironically translates to 'the Gate of Heavenly Peace' 
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The state of labour has also been a central characteristic of China's nnlitit",~1 

economy. China's ""YI'lnrT~u,.n has been ::It"I~nrnnlli!':I-IAIi 

labour. A .... 'rnr·rlin'n to the Institute for International t"nl'lnIT'lil"!!': China's 

wages 88 cents per hour in which is 6% of the US average.114 As eXllected 

and domestic firms have extensive facilities to this I"n'''"n ..... ':>''\''''' 

China is now the world's leader in 

Low wages have been maintained because millions of ~".""""~ workers tnv""~'l"hl n"",.tn,rmiin", 

duties entered urban areas over the course of the boom. increases have not 

risen rlr~~ml'ltil~l'Illlv due to the sheer number of workers still to enter the industrialised 

sector of the economy. Rural or about 50% of the w",rltfnr .. ·"" is still estimated be some 

370 million '15 low wages, the labour market is also troublesome due to 

insufficient and lax enforcement This has contributed to "''''''' .. ·'\11'''''' 

wages very but humanitarian concerns are rife. Protests in rural areas and n""vinrl;I" in 

",,,,,,n,,,,.·,,,t,,,.rI n''''"t'' .... '''1 concerns but China has thus far avoided dramatic social 

unrest. Recent labour ",,,,,,,Ft<,,,,,,,,,, in some of the southern industrialised rA",;nnl!': l:>'IJYI-I'Cl:>Ll:> """,""nn 

conditions and wages imv,.n'lI""rl due to market .... ""m"'nrll«::: but the breadth of 

in and ... ",,,mn,ln\., .. rI sU~Jgelsts factories will move where there is less wage .... ..,.""n''''titinn 

h~,r~t/'\r"" this unresolved is embedded within further 

economic ascendance. 

The t'l'In«:::fn.nn .. tinn of China's n..,lltlI"l'Il economy has created a 

investment and but its framework is Its 

diverse labour and centralised has created the for the 

economy ever built. However the limitations of the !':V~:l'AIT'I as well as the 

IIn' .. '.I'1'" .... remnants of the command economy reinforce that fact that China is still in transition. 

Some academic studies show that economic progress leads towards delmocraltiziati<ln 

but non~democratic can sustain for of time because broad 

t"hl'ln .. , .. «::: are undermined.116 The Middle has been defiant so far. Callum a 

noted wrote "China is not a n .. 'mn ..... " ..... " whatever its and the authorities that govern 

it will not go 

Political risks are 

do ... For the West to think otherwise is wishful 

". Hufbauar at ai, 2004, 10 
115 Hufbauer et ai, 2004, 10 

and ,,,,,,,,,_,,0.''''' Sl[801lltv is a distant 

116 Nattrass and 1998, 31 
117 Henderson, 1999, 
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Sino-African Trade and Dfl'Vel'OlJlmEmt 

from the southern and As a del/elClDllilO 

China's has oni,,,,,,,.11 robust relations with African countries. 

a colonial interventionist 

",tnril"<>lhl trade reaches 

back centuries and China has nl"l'"'V'l"'l""n countries for decades. Cold 

the 1960's and 70's but interest faded in the 

1980's when China's focus shifted away from communism and toward GOP 

trade networks have n""'r"""' .... ,::III\I thrived and 

have occurred. When ........ ""n"'I"<:.11 

Extensive 

the 

China has 

never shown an interest in this has l':innifi .... l'IFltlv "''''".n. .. , in the last five 

years. 

The nucleus of this issue is China's avid of resources. Economic ""YI"I:::II"Il':ir,n raw 

materials and China has r.nmrnntiit\l imrlnritc:: for the Middle Kir.nn ... m 

totalled billion in 2004. China is now a consumer than the United States for copper 

and is ex~)ectea to lead aluminium in 2005. Steel of all - China 

UUI ...... ~:::. more than the US and 

related to China's increased 

combined. li8 Recent hikes are also 

so much? David Hale offers a """,'\I""",,,t'i ... n MAs China's nominal GOP is 

....... '''''n''' .. <:.11 to over trillion for the I ...... \t".,'n of raw materials should be 

less than I.!o""","""'''' is that China's real GOP is 

..... i':I""~lnirln size of China's economy is one side 

"We are too many raw materials to sustain this 

half of America's.n119 The 

the other is a lack of 

worth for """,,,m'nl,,,, we need seven times more resources than six times 

more than the United States three times more than 

India. be allowed to go on like that" as affirmed 

"China's environment minister. 12o and its vast natural resources, has now become an 

for China and relations are to at home. 

Trade oerweEm Africa and China grew 50% from 2002 -

It was billion in 1999.121 

ex~)ected to Billion.122 In .... nrnn •• ri 

US-Africa trade was billion last year. The 

are not with the of o"''\'''rt" 

118 Hale, Will China Need a Blue Water Navy to Protect Commodity Imports. 2005. 2 
119 Ibid 13 
120 ' and French. The New York Times. 10 April 2005 
121 2004.5 
122 Mooney. 2005 
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CAN 

and Gabon all have oil "'n.· .. ""ITI""nn' with China. This is ml~;le~lalr'g 

business lin",..,', ..... have with oil, other sectors are 

While 

trade deals 

have been many of them not mineral or oil rich. From the Yale 

"Almost every African bears of China's presence, from 

oil fields in the to farms in the and mines in the center of the continent."123 China's 

FDI flows to Africa reflect this diversification trend. leads with resource 

and services behind. Chinese investments in tell~cc'mrm nil"""''',., ... ;: 

and have all seen increased the continent. 

..... mn""""" the investments are also wirip;c:,nrll"l'In South Africa and Zambia copper 

account for 34% of the but the rest is across 18 other countries.124 

IIn'lnnUlifll" rhetoric and multilateral commitments have escalated. China has to lev'er~~ce 

nn.~iti".., as a OeVel'ODInC with credentials its 

UN to the China-Africa LOODf~ralrlon Forum in Addis ...,. .... ,,, .. "" .. , 

China's nrlO!ml~~r Wen Jiabo said "China is to coordinate its nn'<i:lrll~n!:i with African 

the 

in the process of intemational economic rules formulation and multilateral trade with 

a view to the and interests of countries.n125 The China-

African Business was formed last year with """ ...... r,..,,,,,n from the UN to further 

investment into Africa. African visits from officials are now a common 

occurrence. The Chinese also have under the UN in Liberia and These efforts 

to Western have been "For historical reasons, we used to pay attention 

countries· notes Kheri Iddi chief of the Zanzibar Bureau of I-nlrlOllrm "Now this 

has rn,:;onr,..., Weare our eyes to Asia."126 

China also understands the African .,,,,,,,,,,,11,,,,11'" to .. " .... lnl'''''t1 for resources and has 

Dolltlcal cover aid. And as one author reminds us, Aid - the transfer of 

concessional resources from one to another - is a tool of statecraft", The Yale 

Global ",,.,.,,,i,1,,,,., further ,.. .. :;..,,,s,,, ·Chinese are oe'VeIODInO much-needed African 

infrastructure: 

farm and a 

and rail lines in ..... "',,"',.. a new in a 

thousands of hectares of farmland in Tanzania."127 

Total China de'ilehcmrne'1t aid to Africa is estimated at are 

Debt eX~~ml'ltl{"ln~ are nrrlVlrlPn and "''''~'UC'L..l due to China's reluctance with 

have hastened in the last two years with .2 billion written-off for 31 African countries. Not all 

123 Ibid 
124 World Bank, Patterns of Africa-Asia Trade and Investment Potential for Ownership and Partnership, 2004 
125 Times, 15 December 2003 
126 2004, 1 
127 Mooney, 2005 
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CAN 

aid comes without conditions for its Taiwan 

and 'One China' 7 African nations have formal relations with Taiwan and business 

links are shunned. Where most Asian countries divest investment across the the vast 

",,,,i,,,.ilh, of Taiwan's FDI flows go to one African Liberia. 128 

'We don't believe that human should stand above as """,\1("",., 

director of the African Studies Section at the " ... ion,,,.,,,,, in 129 

The unabashed realist nriru'irll<> .. of China's aid and business POIICIE!S are nrn,v,I"I,nn considerable 

debate for African countries. Aid without conditions has been desired as an obvious 

Int~'n.v,l'Iinlht to the structural reform ron,,,,"t,,, demanded the After Hu Jintao's visit 

.... n''\''Irrl<>nt<>1'I "it seems to me that 

with China comes without 

to Gabon in Gabonese President Omar 

the aid ",,.,.,,,,,.,,,,n certain countries is tied 

with mutual r<>o:::""""r and for tied with business. 

nr.:l,nT".1"I a billion soft loan in return for 1 barrels of oil a 

These tactics are aUE~stllonE!d when China works with controversial nnl"",,,nm,,,,nlt..:: 

recent in Sudan has the most attention. China's 

The 

resolutions 

Council reaffirms China's reluctance to interfere with domestic 

issues. ... n, .. ,.,'"",r I'n • ..,,,,,',,," ....... ,,,,,,, .. oil investments and thousands of Chinese 

nln,<>I11,,,,":: in Sudan make these POliCIE!S seem »"';:' .... 0;;\ ••• Increased interaction with Zimbabwe has 

created a new stir. A trade delleg:ati<m p,a~;ea Zimbabwe ",rr,m'Ct,nn million in 

additional investment sanctions mostwestem an 

interview with News last year, President 'Y''''!::jCIL)''' was 

·You say it's lavish because it is attractive. It has Chinese 

but it was I"Inr",.t£,N to us. The Chinese are our 

million 

",,,,'tori,,,' which makes it very 

you see.,,131 

Without an undertone to Chinese ;,;"'''oi .... ' .... Increased business 

interests and 1"I<>'''<>',nnrn<>, .. T aid are fln'wir,n into Africa -

these activities do not rival the United or the 

within the last few While 

Considerable aid and business from the West have on decisions made 

African but an alternative n""1tn.~r is to affect 

Africa's nn!ITI .... ,!'!! o,l"nl'1,nm'\J Could this new influence lead to .... hl:>lnl"l"'..:: in Africa's de'veIIDDr11l'll,t 

models? 

128 World Bank, Patterns of Africa-Asia Trade and Investment Potential for Ownership and Partnership, 2004 
129 2005 
130 1 
131 McLaughlin, 2005 
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New He.geimO'n or Another EI Dorado? 

those fnrAtlP!lIintn the future of China reveals an endless The 

a new I'IAr,,,,n,nn while the sce~pti(~ acclaim another EI Dorado. 132 As with most 

nrr.h",hl'l falls in the middle but is China is 

and the iml"lnrt~n, ... ", to 

more imr,nrt",nt lQu,eSl]OlllaOIY China's current situation has 

nrnohl",rnC! Vivienne in The China 

has never been 

untold benefits but 

reviewed several 

books 15 years after the reforms and In .... ,"'rt'::ainin.1 of the situation 

that remains 

For these new works - some eXI:>IIC:ltly "<:>,'1\,,,,I'1:"""ltl,, - seem to want to 
teach us lessons we have ePISO(leS of dramatic 
"transition" in modem do not nel:::e~isanlY 
social progress: and that sweet progress, when it does appear, 
turned out to reveal what seeds of bitter backlash it has to sow. 

For now, China appears to have 

lift many out of nn',I"'"'" 

1'I.''''''''I'1'\ ......... ''''nt model that 1<>\l·",r<.n.,.C! 

IIJI'~U""U;:' 'elixir' of 

some as~)ec1ts shameless mercantilism. Macroeconomic Discinlrin 

but A Market .... rt ... nn,mv been .",.".",.,",,,,,,,, .nronl,l>m"l>n·r""" 

and political ideals to 

'"",,,,,u.,.,,, unseen 

n .. n'n"" .... to the World 

is the most celebrated 

have remained 

economy, but ,nl'l.arl",inn currency and controls 

The traits of the Middle 

flourish. The 1'I<>'mn .... r"" 

nnllt' .... "'1 economy have allowed many of these pOljCjE~S to 

of China and the socia-economic of the have 

... rr.\lirl",1'1 the unusual trait of WA:::!ltI"IV 

and trade have since inundated the 

with an abundance of labour. Investment 

In ad(Jitic.n 

autocratic I'll'''''''''''''' processes has accelerated industrial 

concerns. 

n",r •• "",n and 

nnllflr",1 economy and has led to a nl'l'''n .... m •• n 

now upon the African shores. need for natural resources 

more diversified ties are now This has created a 

with 

that is 

but 

of new Chinese 

trade and aid activities never seen before and the pOlitical consequences are far from 

.... nrnnl,I'd"'llv understood. Africa is now an interest for China. African leaders are 

nntim;"I;" review of China's future, see Gilboy, George J. "The Myth Behind China's Miracle" Foreign 
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n",rlll"ll'1.lnn to take notice of the aelo-elCOnOITliC movements to their East and now believe 

ae1l1el'ODlml countries can r,."",,,,,.nn,,, the Consensus'. 
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economies are COllltintlina to industrialise and deepen their services on 
retes, broad skills sectom. Growth has also recovEI'reG 
but its in both the fiscal accounts and 

LODkiina East 

the 
Trevor Manuel, South African Finance 

I-'l'Ifl'lllP.l!': between African and Indian Ocean/Asian t'I""""",,,nrn,,,,,' have been drawn since the 

end of colonial rule. Most studies economic between the two .... ""n .. ,,,, show 

similar in the 1960's with an income gap The causes for this 

unfortunate 

prosperous nn~mll"'.n 

t"nlmn,,"'y but most Asian citizens have in a more 

, .. hi.,n"" this trend continues 

nlll'lWirln the end of the Cold African countries were ",nlnl",.,n the reforms recommended 

the International Finance Institutions while their Asian 'nt,,,,rn,,,,I"11',,, utilised a more state-

mercantilist model. The correctness of these ideas will never be 

resolved but China's success and East Asia's recovery from the 1997 financial crisis have 

reaffirmed the of Asian and proven alternative to the 

W",,,,hinntnn Consensus' are now It should therefore not be a that African 

leaders continue to look East for ideas about how to enrich their 

A number of nrll"lmln"""African officials have reaffirmed their interest in Asia. At the 2004 

International Conference on UIF!'VE!IOnlmf~nI Mwai President of 

we share similar "'''''''Iir<.ti,., • .,,,, for socia-economic t'lo,,,ol,nn.,,o,n' In this resoec:t. Asia has 

led the way and TICAD nrn'\lI ..... ,,,, Africa an to learn form the economic successes of 

Asian countries."134 1""",",ln'''"'., Prime Minister Meles Zenawi noted at the same conference in 

2003 how recent trade and aid interactions "introduced an alternative Cle'velc)ornerlt .... ", .. <.rli.,n"I 

based on the successful rlA'"AI,nnrnAI,t p.lCn.",rie'nr'A of many East Asian countries and thus 

AlCl''''I",rI the tool kits at the UI:::iiIJOSClI of African Cle'vel'ODlnelnt nlrl'll'~titi,nnl"r'" "135 An interview with 

Minister nnmrlnl.r of inh,linlht", how Asian countries are Knl::lWleOIOp. at a 

nr<.n""""''''level. "Technical U""'"'I",n courses for African n""IN!t!n,,,,,,."'! draw on M8118YSI8 

in how nn""",""" ... ,t 1'1 .... ,"' .. 1'" with the 

while at the same time n"I,,"nt<3' a focus on the social needs of the "136 

Due to China at the centre of Asia's emergence and the world's 

the is on their model. The South African Mail & Guardian rlAlmnln",t'F~t~.", 

134 Kibaki, 2005 
135 As Harsch, 2004 
1:lG 
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ArRiCA RETURNING EAST: 
CAfv THE CHit-/A DE"VELOPPAENT 1\40DEI.. TRAVEL TO AFF:fCA? 

"South Africa is i"l"r .. ""Cli",nlv t ... nn,,,rir.n liberal economic POIICIEIS based on the \I\I<:.Clnl"nf ..... " 

Consensus with a state-led model that draws its from a very different 
"137 

..... '"n ... ''' the discussions of leaders and media ...... nn,,,,, a critical look at 

tactics and is necessary to answer the research of this paper. A 

review of rl""""'I' .... ·'rn" .. ~t models for every in Sub-Saharan Africa is a t:::llr'-rA,:::IIC'!ihlnn 

of South Africa will be utilised. This case will a brief of 

South "'yr ........ ·'" n,.,.Vj:lln,nrn"""f model since the end of in 1994 and exhibit how policiEIS 

and '1"1"" ..... 1 .......... ' .. " rnn,nnr ... n over the last ten years. The ·\I\I,""'I.,In,nt .... ' ... Consensus' model 

introduced in P".~~.~. nr,.,I\III'1'<> the framework for the and distinctions from China's 

Iltir ... ",t""lv decides the extent will be stressed. South Africa's ... nliti ... ",1 economy 

and success of 1"""''''1'11'''''' th .. , • .,.f,nr .. its rl .. fi"i .. , ... attributes will be mv·es[I(]Inea. 

to 

this case will ..... "1",,, ... 

but the domestic 

South Africa as a Case 

...1'1,,,,, ... , .. ,,, have moved South Africa's model closer 

economy a I"n • .,nl .. , .. adlDption 

South Africa is the economic of Southern Africa. The isolation of Ll.n':lO"I"."",n n.o::,v""nto::,rl 

interactions with the rest of Sub-Saharan Africa and even after South Africa shed the old 

economic did not accelerate for some time. I-In"., .. ,,, ... evidence now 

WI(leS,Drt~C:lU South African presence that is 

I::XiOlctlv how much of the South African economy for the overall GOP of Southern Africa 

is not upon. The Economist in 2004 stated the South African economy was 45% 

of Sub-Saharan Africa's GOP. Whereas a recent Dllcamm from the South Africa Foundation 

lists a smaller 33%.138 Either measurement is the size of the 

Investment across the continent has increased and South Africa is now one 

ofthe 10 investors in every African 139 The United Nations Conference on 

Trade and estimates total South African investments to be .4 billion in 

the last 10 years. As trade levels are on a similar course, but more 

... ".,on"" to the rest of Africa increased 10 times from 1991 to 2002 and are R40 Billion a 

year. 140 from the into South Africa are but one-fourth of total 

sponsored by predominate South African-based multinationals and 

Foundation, 2004 
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A recent World Bank also the correlation between South African 

domestic and the broader benefits to Africa. Based on data in for every 1 

nA,'r"'lnr increase in South economic other African countries grew .5 to .75 

from 1980-2003 South Africa accounted for 30% of Africa's GOP 142 

'L'U',",'V'''''V. South Africa and Africa's economic r"",::oflt"1,.,c:ln,., is <>nlnrn,"'l'ln, 

r.nrrAI~lv rAn"nn;:!, economic .... ·~IITlIII ... ·'nn does not establish direct ............ II"y with how a 

chooses a ""'\""","'n,,.,,,,,nr !-tnTc:",,,,,,.,,,, and Namibia can be seen to 

embrace similar models as South Zimbabwe is an jmfmrt~nt eXIC8[)tio'n It would be short-

c::inht.::.n nlDWleVf!r to ::'U~IYC::'l South African methods do not influence the This 

economic dominance means Southern Africa's future is very much tied to how well South Africa 

ov"": .... 'i'" both and This cannot be done without the further of 

trade and investment. From South Africa's Former President Jacob "our 

,and linked to that of the rest of the African continent... We view African 

nrn,hll'!,mc: as our as we cannot be an island of peace and de'ilell::lDrne'1t in the midst of 

nn.,.,,,.,,,, and conflict. "143 A local would ensure a effect across the rest of 

the and South Africa understands the of the int.~nr,,,,ti,.'n 

H'Ctlfn,v of South African De'vel'OlllmEmt Since 1994 

As with any ",.,<>lve"", of South the effects of A.",rt",,,,,,,, and colonial oralctil::eS nr""", ... ." 

circumstances to economic administrators and business leaders. A n;:!IJ_t'I::onfi of 

malevolent m,flnr,rv rule established a two-tier economy where the white mir,nriln.1 ""In,n\,''''''' 

and infrastructure while the m<>,nrlll"" 

constrained to Im.,n"'""r,'''''''''' areas with few 

but the economy has rebounded 

widened. The World Bank's Gini Coefficient 

than the world's reaffinns this 

The Dolltlcial transition in 1994 

and the socioeconomic divide has 

where South Africa is 

since 1999 has aVf!raCled 3.1 % 

measure has been a meagre 1.3%. Frustrations for not nhl',,"in,jnn 

voiced but when the of the 'nnl,it!I'!:!1 

",rlhiAVAlnAntc:: n~~tior,~ois ann",re,t;:!rln;:!hlv ~\.IIU~;)l~'U, lJ'rnl,,,,rrlnn,,,, for the next few years are 

nl\/,p,rIlAnr but the economy is ex~)ected to remain on the current course with nnil"".,,,,,,, 

for modest 

The since 1994 are C81:ealnm;ea into two nClr'nrl", 

Reconstruction and LJevelODiTIent I-'rnrlr:::llTl with roots 

141 Vivek and Vamvakidis, 2005, 4 
142 1bid 10 
143 Zu~a. J, 2004 
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and influenced the communist and labour nnlitil" . .::I1 bases of the ANC. The lOt",,~nl"ln viewed 

more ,w,,,.,,,,;,,,,,t ....... Consensus' and 'Y,",''''''""Y, was coined 

and Redistribution The short~lived RDP lacked time to leave a imrlr"'~:lOtit'l,n but 

was IJ'VIJ""'''' with the poor and rural bases. A deal has been written about the 

.... h~~nn'''' in economic but the ANC has never seen the switch as ~n,:anrlnnlnn a 

idec)loQY. RDP nr","n"n the OlJllElCllVeS while GEAR nr""I..-,gn the financial 

the entrance of GEAR into the socioeconomic arena a more 

but liberal ideas. The shift eXI>ec:tarltly attracted contentious rhetoric across 

the I'\nlltl",,,,1 but the new direction never the ANC tri~alliance as so many 

Fredrick van Siabbert summarises the nv>.",n", nnln,lnrllOt about "From one 

that GEAR is conventional IMF and World Bank economic 

from another "g"",,,,,,,,,"I,,,,, the Government could argue. it is 

necessary to n ... ·,..r"' ... the nrjO'I'ic:",tv to meet the demands and needs of those who resist 

its im.,I", • .,"""","n" .144 

Unlike did not the both Nelson Mandela and the 

ANC were the entire process. The ANC economic had 

nationalistic and "n1C1~"'n\l>"'''''T'''n roots to before of The Freedom Charter in 

toward a neo-liberal ~n,"nt'l~ was not "'".u"' ... , 145 Nelson Mandela's 

1990's offer nn,nn,,,,". observations about the ANC's 1",,,,rI"".,,, 

I'n~lnnlnn beliefs. After his 1990 relt~<i:sIt:J. the state~centred economic direction of the ANC was 

comments the 

I'nl"lfil'1m"",rI "The nationalisation of 

and a rn,.n", .. or modification of our view in this 

is the 

is inconceivable .• 146 

of the ANC 

However his well~ 

documented turn toward a nrn~m,"rl(,"'r model after the 1992 World Economic Forum revealed 

with the IOeIJIO(lV woven into RDP. Mandela's he remarked to the 

ANC nationalization and no our attitude 

and investment.,,147 Of course, Nelson Mandela was not the sole for the 

diverse ANC but his comments hinted at a amend toward the 

factions that remain 

the RDP vs. GEAR 

demands 

'44 van Zyl Siabbert, 11 
145 Nattrass, 1994, 344 
146 Nattrass. 1994, 345 
147 Sparks, 176 

Consensus' 

South Africa remains a tormented state where 

but domestic soci~economic realities encourage a 
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stroneJ state aM aggres,"ve redistribution. As Padraig Carmody argued in 2002, "he South 

Afric~n g:wernment is ~ttempting ~ cotnprOO1i&e between globaiisalion ""d SDGi", cemocr,..-;y:'" 

Afkr 1996, the development model enr.our~ged open tr~de ~nd privalisallon with the end goal of 

attroc:tir.g foreign investment ood G"P~~1. MIS,"ng FDI, I,..-;klustre GOP g-owth and a failure to 

generate jobs {for the poor) ,"nee the espousal have creakd risir.g frustrations toough South 

Africa is oow beginning to (jIJestion the logic of U. s development path and is changing course to 

one thai appears more similar to the state-centric China 

The follo"';ng ",-",tion will outline South Alric~'s development 

choices sirxoe 1994 and ... gue South AfriG~ is Gh~lIengin<J some of 

the previously accepted 'Washinglon Coo8ensus' princ:::ipjes, The 

an,"ysis method introc!uced in Chapter 1 and applied in Chapter 2 

will be utilised. Contrasts from China's policies as well as those 

IrOO1 the 'Wastlngton Consensus'''';11 1le emphasised 

Macrooconomic Di$ciplin .. 

Nicoli Natlr",;s ""d Jeremy Seekings e'pl~in the m,..-;rOOr-DnOO1',-; situ~tion during the pOllical 

troosition, -WMtever the f~ilin<Js of the pre-1994 government, derr>.:>1'.",t,G South Africa did oot 

Inher~ hyperinllelion, severe indebledMss, or a massive external u-nbalarce-'''' L l<e Ch In~'s 

reformers, South Alrica ~voided the "",..-;,Ies 01 high nalion", debt or runaway infiatloo and w~s in 

~ strong position when drelting ~ new economic pl~n The prirnmy ch",lenge of the day was 

more politic~1. for the pressure to spend was rightly demanded, The imbIJl;:",ces between the 

block and wrote populaliCi18 w~'fe ",resfng, Blac' irccrne W~8 one-tenth of the wrote population 

~M ne~r~ h;:lll 01 the labolX lorce had no lormal job. Hous'lng, w~ter, ...-.:J edUCalioo were e(jIJally 

disparate, Based on this clisturbing evidence, left leaning econOO1',st, suggested the oconOO1y 

could sustain aggress;ve redistribution and a strong interventiorost government in oreier to repair 

the SOCio-econOO1'''' gaps in the society, The ANC econOO1ic team dismissed the"" 'dOOlarld soe' 

pol',-;ies ood fol owed ~ more conseryalive doctrine, Deblloods were still high ~nd re-entering the 

globai economy presented risks 00 one could accurately prediGt Thus, pr"'JmatlG budgets were 

enlorced 

~ven as South A/rica soccessfully trarmtioned throughout the 1990's and the ecooomy generated 

more wealth an<! stability _ pol'",y makers remained unw~ing to alter the before mentioned 

economic doctrines, Debt servicing always took precedenc::e over social spending f he 

Economist agreed with the aPJ)roach 
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AFRICA RETURNING E/IST: 
CAN THE CHiNA DEIIEL(lPMENT MODEL TRAVEL TOAFPiiGA? 

Fiscal has been the 1'11'\.<"'''' ........ '''''1'·''' deficit has been 
from 9.1 % of GOP in 1993 to an estimated in 2003. Economic which 
:::Iv~.r:::lI'AI1 a miserable 0.6% a between 1981 and ran at a more res,pelctaDle 

between 1994 

Like reserves have also been a 

.,,,,,,,h ...... n,,,, reserves have been increased to over 

short-term debt.151 

Critics of GEAR's macro have 

of 1.8%. 

focus. South Africa's official 

more than four times the current 

- anyone can cite the 

n.-"""",',n wealth as evidence the model has failed. uls'aolorOlvaI has not been 

voiced from labour unions and the communist even a United Nations 

offered a stance. The Financial Mail summarised the divisive 

"The "''''r .... '' ..... document says in essence that nn'''Arlnm'''n1''", ",m, .... lnvm,,,, .... t & redistribution 

is ill-directed and unable to end the of ... "",,,,1"1,,, and racial 

down the 

Parallels with China's macroeconomic decisions are noticeable and both nations have chosen to 

follow the 

restraint and 

international 

il1",lin,,'''' of the Consensus'. 

t<or,"""lnn have been 

socioeconomic Im''lI:::II:A'''''~'''''' fiscal 

Investor Service 

As evidence the 

Standard & 

have for both China and South Africa. The obvious 

difference in the macroeconomic n:::l"",rnAI'lIt of their de'veloDlment models is China has been 

successful in where South Africa is still for investments. 

this "i"'er,,e",~e has ....." .... ",,"J' "e'''''\''''" macro economic choices. 

A Market Eccmomy 

The .... 1"" ... ","" .. <> of the new South Africa inherited two distinct features that left a on 

the countries market economy. The ;n." .... h'e""" of bureaucracies created 

was the first. South Africa never ......... "''''',1''1"1" .. '1 a r.el'tr~~lIv controlled economy as found in 

the abuse of the State and .. UIJ .. ..::'''IU'CI .,""'tl .... "'1 reasons was common. 

"'Yl"mlnl", bureaucracies were often utilised to ensure full mnllnVI'TI""'U for the 

which allowed 

of 

allocated 

inefficient service l1"'IIIV"""'" mechanisms to fester. and the 

<on.:>n,.,,,,,,,, to were common. ROP 

swaths of money to with the mission to extend and 

i ..... 'nrl'1." ... !':"'Irvl(~"'!': but much of the was never Intense criticism followed and this 

150 The Economist, 15 2004 
151 Trevor A Manuel, South Minister of Finance, 2005 Budget Speech to Parliament 
152 Honey, 2004 
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/\1'",,(>\ F:CWm"I\G E,\:, T' 

CAtv THE CHii\A j~fR{(':A? 

contributed to the ANC's switch to the more two years after the 

first free elections. 

For the ."""-,.,,,,1'1 A,,,,,,, .. tho,1'I isolated the 0,..'''.,''' ...... " 

manifested. Domestic won the market because international 

I'n .. n",~.nl"','" to create essential also had 

available about South Africa's 

market Ar.llnnmi"~!:: 

attention."153 He further 

accounted for 83% of the 

rn",nnnnll\l and in late-

have been so extreme in South Africa as to rn'Tln ... ' 

,nn''''"'''n his observation 

"'vl"h<>,,,,.,o in 1987. The sectors of the 

and - were .. ",.~ .. nti~ll\I ml~n,"'n"',1'1 these economy­

four <>ni",,,,lrin .. ,,,, 154 while South Africa was not China in the sense that state 

bureaucracies controlled most of the industrialised but 

I'nrnn,'",tI,"\n", dictated the nations 

Prl'..nr,:)!o::o:: toward rAnnAllv!'ln n.:,,""""I\'<> trends has found mixed success, but markets have 

been the drivers, Nel and Binns elaIDo,rat,e. is an economic .,tr<>t",I"" like 

Im'''U'1In that markets are those of the latEHIIVerltletn-ic:erltl me1tropoles, rests on the 

'"1""1,.,,,,,,,,., institutions,,,155 GEAR to reduce the state 

with the most sell of Telekom to international 

",rI,.litil"1,n in line with the macroeconomic state bureaucracies and 

parastatails were never n"', .. \I"\I thus the mi'o:rn .. nl~ns:.ml:)!nt and poor use of 

funds. 

the economic of the local I'""nl,"\rn,,,, .. ,,,t,,,., has been difficult. A rnn.l1o,." free 

market <>nfun'~,...n 

barriers for 

the of small business de'vel,ODlllent and '"UlI",ronn 

to re-enter the market has uu"n .. ."u some results. Small business 

has been notable and ,.,"'''0 .. """,0"11_",.,,,.,,.,,,,.,,,1'1 continues. 44% of 

in the sector were Amnln'VAn SMMEs in 1 but this number had risen to 52% 

in 2000 and 68% in 2002", ~rr,nrnl to the Financial Mail. l56 HOWAver firms have 

away from South Africa and the economy remains reliant on domestic activities. 

The United Nations "SA Human 2003" 

153l1iffe, 1999,97 
154 Ibid 
155 Lester et ai, 320 
156 Crankshaw, 2004 
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showed the domestic sector 

",mnlnVm,I'Inr and 80% of national income. 157 

At nr.,.,.,,,,.~t the ANC economic and 

frustrated with their market led """."·n'''' .... ' ' 

GPi\j tHE 

for 75% of total inv,,,,c:trTl,,,.~t 

Thabo have grown 'n .... , •• ''':: •• " 

have not been tnl'lTls:lllv 

of 

but 

the State is have been in .... '."'''''c:i "" .... "·nl""II",., to 

a South Africa financial PUI)lIc,atIC)n in 2005 is eXI)ecteo to be of 

a 2% increase over four years. 

Privatisation has also ceased. In 2001, was to R18.5Biliion in 

Dro,cel~ds for the but R2.3 Billion was collected. 159 From Business "The 

11, •• " .... t, ..... _I"O"O .. "" "'''''''''''11'' Kr":II,,\I •• nn \lo •• t .. ,.I1<o", underlines the radical 

shift that has taken ori1,atlsatlon as the former cornerstone of SA's 

economic has fallen off ,.,n',' ..... ,nm"'nl!''''' "",I"I",r.n"" .160 R3 Billion nrh.,,,,,tic:,,,,tinn was 

forlBC<lstE30 in however R13 Million was raised. For now, omtatlsatlon has ended in all 

but name. 

Now that state assets are no for South African officials are to mirror the 

success of China's SOE's-led infrastructure Oe1vel,oorne!nt Powerful ns:lr's:ll':tl'ilfs:lll': such as 

the Industrial and Bank of 

Southern Africa have found success in South Africa and across Africa. are 

now .. "",..,,,,,j"',n,., even more focus and Mammoth sized ..... <>'n""'.1'1 n,·n,,,,,,.,t,,, include a R27 

Billion investment in RIRrotri'r'ifv 1'1"",'''''''"'' Innlr""f1",c: for Durban and and R5 Billion 

to Transnets locomotive and wagon fleets. 161 The communicated reason for these 

n,.",i"' .... t"" is to raise South Africa's but are viewed pro-poor 

as well. Trevor Manuel to "We need to press 

more ,rn."nflv on the l"_!:llh"",nrh,in,., nnlt",n"",,' of infrastructure and programmes. " 

a tide .... "'~n"''''' markets in favour of """"'", .. t",t,,,l .. and bureaucracies to deliver for 

the poor has occurred over the last few years. FollolII<,ina py,;jmnIR set South 

is many of the ideas found in this tenet of the '\IV,~c::n,lnn'fnn Consensus' and is rRv'it""li7in,n 

the State. 

157 

158 
2004 
2005 

159 OECD. 2003. 283 
100 Rose. 2005 
161 Trevor Manuel's Budget Speech to Parliament. 2005. 18 
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Dnf!!nll'lf!!!!I;S to the World 

China and South Africa shared similar .. ,orr,,,", when new economic models were 

Both were .. t"', .......... " closed economies that had 

skilled resources. Their ~UI~UI<:lUIUI were n"''-''''''''>I t"' .... h ... r'lnrl\' with maae(lUa 

socio-economic lines and n'''''.''',,,1 was the "'n."": ..... , p,olltilcal concern. Globalisation 

and access to international markets were understood to be necessary, but factions 

were of the economy. 

For ........... l'Ili .. ., similar have been chosen with the distinction of South Africa more 

While China utilised international South Africa all 

lansallon nr,,,,,,,.,,,, .. such as the African Union 162 Both nlf,,,o,"I' bodies and led 

........ " ... ".1'1 their economies and n,,,,,,,,,,-., but China limited to certain 

zones. 

The "'"." ........ ntof has been different Where China has maintained strict 

controls on domestic South Africa has "'o'r ...... 1 ..... '''lhl allowed flows to exit the 

rnmn,o,."./1 to rl"'11111'11'r"\n".rl South African has been monitored and 

more relaxed when ....... "TI""',..".n to China or other Asian models. South Africa has also 

floated the Rand and wild valuations. From Nicoli 1\.I",lt .. "",,,, 

to be made is that the 

but 

not 

n""m~,nC! nascent African is very r"'~~nr .... C!i\J'" to the interests 

of the South African 

movements. 

has been very pro- business with 

restrictions on 

The difference between China and South Africa's entrance into world markets has been 

outcomes. South Africa has not achieved 

hOI.ot,,...ro the correctness of 

contested idea. 

economic returns 

the economy to 

Where's the Growth· South Africa's Political Econ,Dm,v 

open 

.... nITln'I'Ititlinn remains a 

A number of South Africa's ..,n' ....... ·' .. economy attributes have been discussed this 

f'h,.",h.,. but the broader of South Africa's economy has not """n"','""" • ., more wealth 

remains the A .... ,ronr/1in,,, to the of Western /10''''''1 .... '''.'''0 .... 

",,,,,"' .......... ,"' ... 11'" that open their "' .......... ''''n.''' .. 

"The Scramble for Africa in the 21" 
inter-governmental institutions after 
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will be rewarded with flocks of investors. "South Africa's OO!!lt-,.c'o8Irtheid immersion within 

economy, has been an insistence on 

nn\J",r'''Im,,,,nt r .. "" ... ". for the market for in South Africa Present and 

Future. 164 I-In".,""\1"'.. GEAR's bet on investment has never culminated while China's 

returns. The causes for these ." .. > .. _·""~.,,,hii"nlln" Consensus' 

differences are numerous and not upon, but some common 'ml'ltit'ln~ exist. 

million creates a 

n" .. "n .. "'n~'" """n'<"n., much. While South Africa's IJU~'''''C'''UI of 44 

invA~tnl"OC: this is a mere fraction when r.n,mn,::'Ir~~n to 

China's The endless nnlr"'n""', of so many consumers has attracted 

investors from all western economies. South Africa also lies in an area considered 

investors. The conflicts in central Africa the isolation of Zimbabwe have created a 

In the Asian and Indian 

Ocean economies have been '",,,",ri, .. ,n """"", .. ,,,,,,",,, for well over two decades. 

China has also found to create world-class 

facilities staffed "'''''''''''U"y wages or 

........ ,r"' ... "'"·''' standards have allowed China's labour costs to fall below ",n'",,,,,,, seen in the world 

economy. In South the ANC led has not used this easy means to create 

"Look at that guy oranges," says James head of the South African 

Chamber of Business. "If I was allowed to pay him what he would I could create 

thousands .165 The role of COSATU and other labour movements within the ANC has 

affected worker DOIIICIIBS. have 

and allowed low cost ..... 1"._",,''''' ... their economy. This 

has n""n""·"'f~.n c::iinnlifir.I:;ant economic but South Africa is nw,lIIr,n to allow 'sweat 

and other business models to nevelnn 

An, ... f"""ri will not allow the South African 1",,,,t'I,,,,,.,hiin 

the collective memory of 

n""'1I"Ihll", with a low-cost labour c::tr,::at",.nv 

the ANC has built a 70% ""'''''1''1 .. 111\, in the last ",Ie,rt,,.,.n but this does not transfer into an 

autocratic state such as China. The alliance of the ANC the consolidated 

mn,lAnnArlt",tinn of a sole set of ideals and the democratic constitution insures local n"'''''''',n<,v, 

before decisions are made. China can iml"lIAlmAnt even in the face of civil U''''\AlIU' but 

South Africa nnl"" .... '''''',., could never such power. 

160< Lester et ai, 322 
165 The Economist, 15 January 2004 
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South Africa's ae"felO,Dmem constrained these variables. Ten of 

investment has proven investors are timid. 

low-cost labour is not due to the democratic !';.v!~rp.lm does not 

South Africa has with modest 

economic socio-economic progress cannot be made without ",;" ... ifill'",,"t increases. 

Rer"/onal Efforts 

China's to im'llAI'I'IAnt a mercantilist 'D""n.r,,, aeV4910lomem model within a liberal 

framewor1< is attributed to one trait - scale. The of a 

the many concerns investors and 

about China. South Africa's mid-tier economy is not as but 

have voiced 

I"AI1Iinn,l'II efforts 

have been 

none of us, 

The more 

to both increase mar1<et size and ,'n""''''nI r:n:~IIF!nale the external forces 

The "that 

can achieve sustained nA'IJAI,nnl'lnAnt outside the context of 
.166 

South African nrl",ip.r.t~ include the African Union the South African 

and the South African Customs Union 161 All of these 

commitments show the markets and more secure DOIIItICBI !';.V~l·"'I'T'''' 

the of the benefits differ. The AU includes an enormous but the immediate 

but 

economic benefits do not appear of ''''''I'>n~lr.lr.n 

c""lr"" ...... ""'" diverse SADC has size with 14 members and a 260 mIIIIlOln-[JIODUI8,IIOI 

base. A ratified free trade is also in 2008 and the r"'(lInr,,,, ",·r~II"'n"r. location 

between the Indian Ocean economies and the America's a central hub could be 

established. SADC is still an enormous of land with differences and 

n""r<:!;c:,t"",t conflict. SADC with WICleSDfE!aa i ... f'"J:I",·trl ",TJ:lnm1rv and n!"r.",n,,,,rl"" 

trade is a 

SACU is the 

union in the 

new <>n'r"""' ........ ~nt 

While the 

be decades away. 

... 'c.r"".""'1"1 in the short-term. the oldest customs 

Namibia and . A 

r"""',ffir ...... i,.,., DIDlltl!cal and economic commitment to the .... ".."" 

"'_'~"'''_I does not elicit commercial 

imr.ni"tJ:lnr'A of SACU is This is viewed as the ",innitir.J:I, ... t 

2005 
for Eastern and Southern Africa (COMESA) is also important, but South Africa is not currently a 

Negotiations to add Mozambique are underway and perhaps Angola in the future 
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or for the other mentioned. le9 The successful im.\IArnAfltl'lli'inn 

of SACU could incent SADC and AU countries to invest more into broader re~liorlalisation 

ventures. SADC's is about the n .... ''''n,.,.''' African 

market in concert. 

Now that the new "'nv· .... ' ...... "t has been ratified years of n .. "ntl,,.,,,,." the South African 

Customs Union is Free Trade AnlrAAmAnt!C: India and 

the United States. The United States have been for over two years but an 

I''''''' ..... ''''nt has been stalled over SACU's reluctance with a "n .... nl"'t .. nn~.nl ... n of markets. SACU 

wants a mercantilist sensitive industries while the US has for 

a faster liberalisation. In I"nr,trl'll.,t n''''n .... ti:''itinr • ., with India are more address 

""" •• ,..It",.. sectors and not conclude with Iiberalisation. Discussions with are 

still with a Free Trade AnrAII'!ml~nt 

",t'I'J"'l"lt"",,,, China has with certain industries 

be the outcome. 

economies like India and the US 

central if terms cannot be met. 

South Africa is the lQUIBstlonEla leader of 

a contentious the CDlnn,Atn'lvA 

pursue :::I1"I1·.,..,.,m.,.nto::< with other r.,...,lInI"IO::< 

therefore it is not the customs Union 

is trade with such SACU's stance also seems to 

fall the lines of South Africa's 1"I"",/",II"'I"'1"I""nt model where liberal methods are but 

mercantilist are in young and/or vulnerable industries. The mn,nrt::::Inr~ 

of these should not be underestimated for South Africa has to broaden its 

in order to with the other blocks or countries. A SACU is 

a small toward a broader consolidation that be needed to 1"1'I'~II","n,.,. 

mammoth economies like China. 

Could South Africa Return East? 

Modem Africa and China have a but Official relations were not 

eSl:aDllsrlea until 1 but Chinese visits have been over the last few years. 

These official included Vice President Hu Jintao Vice Premier Qian Qichen 

Chairman of the National Committee 

and most "In,nltl/~'" President 

Zemin 

169 McCarthy, 2003. 605 
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ni~ilnl1nl'ltir. relations have reflected economic ones. Trade volume between China and South 

Africa has increased from R 9.3 billion in 1990 to R 23.3 billion in 2003. South Africa assumes 

of the total trade volume between China and a share South Africa 

has no oil fields. The l'IlI:i:j~iI>rlll:i:irln of Chinese iml':lnrltll:i: to South Africa is es~)ecilal 

to South Africa's n"",nl'll-tm,Dnt of Trade and in 2002 China was South Africa's 

China had risen to For iml':lnrtc! China was in 

behind Kin"nn,nm the United States and r.:""~'~n\1 170 The niniln" .... "'tit" and trade 

.. ""I':lto .. ,nC!n,n has and it should ",tr,., .. " ... th<>1'\ as 

China ""YI"ll'Irll'lC! 

and economic could China's 1"I"",,,,,,,I,l"In,m,,,,,,' model travel to South 

Africa? The answer is both yes and no. the Consensus' framework used 

this paper South Africa and China's adhere to 

the same macroeconomic OISiCI[mne Both countries have " .... ::In".n 

t"nIT'ln,,,,,titinn with the imrlnrt::::lnt exc;eptiorls of China still Inr,:'IInlnn currency pegs and ::::Innrc'C!II:i:'""" 

. The real distinction comes when the market economy. China is 

steadfast with a state-led while South Africa is still for the balance. 

South Africa ;8acln!'!l;siv'elv with a market "'''' ......... ''',..h but has r""r.""ntl" 

de'vel,ODITlent model back to the State. Over the last few years, nl'lIFl'I"l:tl'ltl'll", have been 

n.I\,,,, .. O;;:,,,,',.-. ... has stolpped, and infrastructure and social C!nc.nl"l,nn has been 

its 

,..n'~nr"' .. " should not be viewed as Modern Africa has 

n""I·::::It"./"I in a economy hostile to f~r •• r"",~r.l'llinn social welfare and 

infrastructure programs. In order to r.nrnnl!'!flfliVe, 1"I""'IJ",,,nnlnn countries were C!tr,l"In .... hl 

to remain lean and flexible to market conditions. 172 South Africa is therefore 

fundamental not considered clllEm(JleaDie even a few years ago. 

from a .o;;:"<>r,'I",," South Africa is aCC:;9oltlnO ideas 

China and counter to the oe'ifelcJPElO countries n .. "m."?,,,.n 'V'\I<>,,,nl,,nltn,, Consensus' tenants. 

The ,.,..,,,,nrt,,,,,? excr;elltlcln to this conclusion is a matter of South Africa's economy. A 

t"nrnnl .. t", ' ..... ''''''''rn'' ... 't'::I?,''' of China's success is South Africa does not have 

the market size or a .,,,,,..,.,"" to attract investment IIrr~~_r.I"I""l:ln labour, The 

democratic constitution from t"r~iml .... il"lin 

1"1"",,,,,,,1,1"11"11,,,,,,,,,1'\1 nrnl,,,,,M'C! and a common economic could never be sold across the South 

African 

170 South Africa's Merchandise 
171 China's recent revaluation 

lester et ai, 321 

a t"nrnnl""t"" aOIDPtion is not feasible for the future. South Africa 

South African Department of Trade and Industry 
US dollar shows potential for a free-floating currency, 
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is therefore .,t",.nnini"l away from the ",.,rllrtnl·nn Consensus' nriinr'inl'",., "'Ynr'~.,!:,,,,1'1 

GEAR and is !l':.A~~klrln a different t'I"",''''I.'''" ....... 'nt model l .. v · .... ",,, the successes and the 

economies. 
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the details of a """""'I.nnrn",,"I' model can be nv,,,,ruiln~.,ml,nn but ,,,,,,,,,,,r.n the 

broader International Political o-... ,."nn,"",,, As 

introduced in '-.,,<>I'"\ta,.. 1, Mercantilism and Marxism all ClIU''''''I'''''''''C''Y eXlllalln some 

as~)ects of a countries ae'VelOPITlent but most current methods can be reduced to either 

liberal or mercantilist in nature. For nn"'''''''!T' "''''n .... ." .... I'''''' the answer is clear: liberal 

POIICIEIS have n""n",.'J:lh:.n enormous wealth for the structure and therefore all countries 

should ........ IAJ""""'... the view from the world is starker and 

more ""'Mn,a", 

are ''''J:lr ... ,,...n 

While openness to the weaker states 

nrl"'V,rl'" some their economies, The arrival of 

China and the mercantilist economies the Indian Ocean demonstrate the nn1r" .. ."T''''' of 

this new established de'velODITlent r.n:RII~~n"IRn and new 

mercantilist alternatives Africa rise from its n"""nl".nn", ... , situation. 

Much of this discussion is tied to China's current A continued 

Chinese ascent would Africa needed tlR'llihillitv and an increased 

The believe an economy the United States is feasible within two 

decades.173 The n",~,,!'!IITlI!'!,f!'! are 

as few observers foresaw the COlllapl;e of the Berlin 

authoritarian will suffer a similar fate. Whatever the Innn_"" .. m 

and its 

Sino-African 

interests should increase ",vlnnr,,,, ... ,ti,,,ll,, in the years and this will further inflate China's 

influence in Increased trade and a scramble for African markets nrF!!'!R:nJ a 

for the continent 

As the South African case rI",ml"lnl':.trRt",l': a de'velOPITlent shift is 

of new 

in 

but differences from China are Rnl'lRr,Rnt The blend of China's pOlitical economy 

has created Inn,J:lr~m"'l",n economic but Africa's situation does not allow for a 1'.nlmn,I""'" 

of ideas. A number of academics and Rn:RI\I'!,!,c:t "'Y'r"'Il:l:I,n",n that South Africa is 

in a economy not ,nn,nrT'v", of States ",,,,,,.11,,,,1'1 to their societies. 

South Africa: Past Present and Future summarises this observation. 

173 Michael Power, an economist for Investec, offers the following plausible scenario to China the US 
in twenty years. Assume the US economy grows at 3% (per anum) and China at This alone be 
nowhere near sufficient to close down the between two countries. But now assume China's Remnimbl 
aDI)re(:iatl~ by 300 - from 12 US a Remnimbi to 48 cents Remnimbi. the of the last Bretton 

the 338% in 23 1 US in 1970:: 1980:: ¥238; 
2000 :: ¥102). In at US$20 trillion be a larger economy than the US at US$19.9 

trillion. 
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did not enter some 'neutral' and 
",,,,,!>"I,,,,,'''' arena in which it could transcend inherited and contract a 
revised discourse and economic structure. Rather it remains lnesccipalDly 
embedded within a which continues to 

We appear to be witn"":c:ir,n a historiCCiI ("n(1nll'I\I'" dissonance 

where the of a new order are denied powers, but a is 

The extensive world !':v'~J""lm is not to its oroltec:tio'1ist and 

merCCintilist but unbridled liberalism is AfriCCi has taken notice and is 

framework. The motions of the international 

", .. " • .,,,,,,,., .. r,n the for a renewal. riches and ideas are not '"'IT""""" 

from the but from the 1''''''I\lln,rl Africa's nr"rnn."" 

174 Lester, Alan, Nel Etienne, and Binns, Tony South Africa Past, Present and Future p. 322 
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