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Equally important, a developmental state depends not only on a pro-
ductive bourgeoisie, but also on a local one. Foreign capitalists may
provide the investment and technology needed for development, but
they are less likely to “deepen” their presence and create backward link-
ages in the economy, as they tend to repatriate their profits rather than
reinvest them locally.3® More important is the fact that foreign capitalists
tend to exert political pressure on the host government by acting through
the embassies of their home governments, and thus tend to avoid domes-
tic politics. However, if it is assumed that any development policy that
will cause a major restructuring of the economy will create losers as
well as winners, a regime needs to mobilize political support for itself.
A well-organized local class that articulates a developmental ideology,
propagates these ideas through the media, and supports the political can-
didates of a developmental party can help neutralize the challenges of
losers, be they landed oligarchies or urban petty bourgeoisies and work-
ing classes. No other class is likely to perform this task. Although peas-
antries should ordinarily benefit from a developmental state, especially
in those cases in which the regime has spearheaded land reform, as a
class they are usually too atomized and disorganized to provide a politi-
cal foundation for the state (which is not to say they cannot be organized
by another class, namely a bourgeoisie).39

History appears to show that it is difficult, if not impossible, for a
state’to build an industrial bourgeoisie from scratch. It may be equally
difficult to build one out of a merchant bourgeoisie. Latin America’s
early statist experiments, though appearing to have created an industrial
class, in fact were taking advantage of the presence of nascent industrial
classes that had begun to emerge in the late nineteenth century.
Similarly, once the Chinese and Vietnamese states decided to change
their development strategies and opened up to the world economy, they
were able to exploit the resources and talents of large expatriate busi-
ness communities in developing new industries. The absence of a pro-
ductive bourgeoisie may not be an insurmountable obstacle to develop-
ment, but it does make the emergence of a developmental state a good
deal less likely.

In each state said to be developmental, domestic productive capital-
ists have been closely linked to the bureaucracy.40 Writers on the East
Asian newly industrialized countries cite this as a key factor in their
economic success.4! In the cases of India and Zimbabwe, the shift to
reform is said to have been motivated by the rise of new, dynamic frac-
tions of the bourgeoisie.42 In Egypt, the success of reform has been cred-
ited to the political strength of the bourgeoisie and the concomitant
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weakness of the rival classes threatened by reform;#3 this experience
parallels Colombia’s shift toward reform and export orientation since
the late 1960s.44 In Cote d’Ivoire, the indigenous bourgeoisie led the
independence movement and captured the postcolonial state, turning it
to developmental ends.# It is also alleged that the small protobour-
geoisie led Botswana to independence, with similar consequences.#6 In
South Africa, theorists have attributed both the construction and the abo-
lition of apartheid to shifts in the relative power of fractions of capital,47
with popular support or struggles tipping the balance in each case.
Jonathan Barker’s thesis that any reform in Africa will be motivated by
a triple alliance among international financial capital (the World Bank
and the IMF), private capital (foreign and domestic), and “progressive”
small farmers*® has also been affirmed in the case of Mozambique’s
reform experience.49

One hastens to add that Barker is not optimistic that such an alliance
will emerge in many of Africa’s countries. His pessimism points to a
phenomenon that may lie at the heart of Africa’s disappointing postcolo-
nial development record. At the time of independence, indigenous bour-
geoisies in much of sub-Saharan Africa were politically weak. Seldom
did they play a prominent role in independence struggles. Urban petty
bourgeoisies consequently took center stage and led the independence
movements. These new ruling elites, unconstrained by bourgeois civil
societies, were left with surprising latitude to use—and abuse—the
state.

B Africa Against the Tide

It is thus not surprising to find that whereas development theorists else-
where are concerned with devising policy blends that demand state
action, Africanists are moving in the opposite direction. Whereas devel-
opmental-state theory implies a maintenance or even increase of the
state’s role in the economy, Africanists are increasingly calling for state
retreat. In the form of decentralization or devolution, this is seen as a
way to improve the delivery of services and mobilize people in support
of development efforts.5® The hope is that by shortening the distance
between administrators and administered, scrutiny will increase. Public
officials will be forced to account to the people whose lives they
affect—not only to other state officials or political allies, but to ordinary
folk as well. Their actions will be more closely monitored and, because
of their close contact with the grassroots, they will be more attuned to
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the needs and abilities of the people for whom they are designing pro-
grams. In turn, because the people’s influence on policymaking will
increase, they will be more likely to become involved in development
programs and thereby make these programs more effective.

Nobody considers decentralization an ideal solution, but merely the
best of a set of undesirable options. Whether or not it will improve gov-
ernance is difficult to say. The evidence is mixed,>! and it may prove
effective only if done gradually,52 allowing local bureaucratic capacity
to be developed over time. After all, if there is a shortage of skilled
bureaucrats in a centralized state, one can expect the situation at the
local level to be at least as bad. The most optimistic prognosis might be
that any change that makes government more responsive will increase
its legitimacy, thereby leading to its long-term strengthening.3
However, the states that emerge will not be strong in the East Asian
mold; these were highly centralized rather than decentralized.

The glum assessment of the state and the prospects of bourgeois
power in much of Africa dampen hopes of developmental states emerg-
ing in all but a few countries. It is not that capitalist development will
not occur. It may be difficult for indigenous capitalists to emerge on a
large scale in small economies,* especially if those economies are dom-
inated by producers and distributors from a neighboring economy, as is
the case in much of southern Africa, but elsewhere capitalists are pros-
pering3. Even in Mobutu’s Zaire, by reputation the predatory, antidevel-
opmental state par excellence, entrepreneurs continued their activities.53
But these activities will remain inchoate—linkage into an emerging cap-
italist economy being minimized—and concentrated disproportionately
in those sectors that offer fast returns and are most easily concealed
from the public eye, particularly trade. Certainly, entrepreneurs in hos-
tile or unpredictable policy environments will hesitate to move into
manufacturing.56 Thus, the much-needed structural transformation will
not likely come. In the absence of state direction, whether minimalist or
maximalist, coordinated national development is unlikely to occur. One
of the Marxist canons may be correct after all: a bourgeois revolution, in
some form, may have to precede national capitalist development.

International Obstacles to Developmental States
Even where domestic conditions favor the emergence of developmental

states, it appears that the time for third-world countries to make use of
the infant-industry model may have passed. This is because the interna-
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tional conditions so favorable to this strategy three or four decades ago
have now turned against it.

Any country making use of IIM must engage in what first-world
trade negotiators call unfair trading practices. They must shelter their
own markets from competition with the industrialists of first-world trad-
ing partners, yet at the same time try to maintain relatively easy access
to those same markets. This annoys their trading partners. Countries
may try using moral arguments to justify this unbalanced trading
arrangement. This, in effect, was what third-world governments tried in
the 1970s and 1980s when they propounded the idea of a new interna-
tional economic order (NIEO), which would have altered the rules gov-
erning such things as international trade and aid to make them more
favorable to the third world. However, the cool response of first-world
governments to NIEO proposals seems to show that moral suasion has
yet to succeed in extracting many concessions from these governments.

For a time, however, Cold War geopolitics did succeed in this.
During the Cold War the United States and its North Atlantic Treaty
Organization partners were eager to build up a network of allies in their
standoff with the Soviet bloc. This led them to provide aid to client
states and to turn a blind eye to unfair trading practices in such countries
as Japan and South Korea, because the economic prosperity of these
countries was drawing them more squarely into the capitalist camp.
Moreover, given the healthy world economy of the postwar period, the
strategy proved relatively painless: US producers may not have had the
same access to Japan as Japanese producers had to the United States, but
Japan’s booming economy was still causing increases in demand for US
goods.

The world economy slowed down, however, and competition for
market access became more fierce. The United States lost its desire to
do its trading partners any favors. First-world governments, under pres-
sure from their electorates to trim budget deficits and create jobs, have
slashed aid budgets and thrown up trade barriers in the name of keeping
jobs at home. Barriers are now removed only if trading partners make
similar concessions; this negates the possibility of using unfair trading
practices as a development policy. With the collapse of the Soviet
Union, the need to attract and keep third-world allies has all but disap-
peared. In the 1990s many first-world governments quickly reoriented
their African aid budgets to the newly opened economies of Eastern
Europe, where the future returns were seen to be higher.

Today, first-world governments drive hard bargains. If third-world
governments want access to their markets, first-world governments
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demand something in return. So, while South Korean success stemmed
from the actions of a developmental state, it ultimately relied on a propi-
tious opening at the low end of the US car market—a window that has
since narrowed if not closed.5? Similarly, Taiwan enacted adjustment
policies during a growth phase in the world economy and opened gradu-
ally to world trade; present-day adjusters confront a more slowly grow-
ing and increasingly protectionist world economy.’® Even those who
advocate outward orientation in the face of today’s increasing protec-
tionism acknowledge that the best that developing countries can hope to
do under such circumstances is to poach from the market shares of rival
developing countries.® This strategy is possibly logical for individual
countries, but it cannot work for the third world as a whole.60

The Balance of Power in the Global Political Economy

For the foreseeable future it is not likely that third-world governments
will be able to extract significant concessions or favors, such as unequal
market access, from the first world.6! Many third-world countries are
weaker today than they were a half century ago. Whereas Latin
American governments emerged from the Depression in a cloud of trade
pessimism owing to the new problems in the global economy, third-
world governments emerged from the Cold War in a similar cloud of
pessimism due to their new problems in the global political economy.
The growth of national debt has emerged as a key weakness of
many third-world countries. The need for governments to obtain credit
simply to meet existing loan obligations places many developing coun-
tries in a particularly vulnerable position vis-a-vis developed-country
lending agencies, including the World Bank and the IMF. This weakness
is compounded by the strength. that creditor agencies have obtained by
the use of a form of cartelization, through such measures as cross-
default provisions, whereby a default on a loan to one bank is treated as
a default by all banks. This means that individual third-world countries
face a united front of creditor countries: even if David can beat Goliath,
a whole army of Goliaths will take more than a slingshot to fell. Some
developing countries, such as South Korea, avoided falling into this trap
of vulnerability by exercising restraint and borrowing little during the
lending booms of the 1980s. Others, such as Brazil, remain powerful
because their economies and debts are so immense that they cannot be
easily isolated for severe punitive action—as was Peru when, under
President Alan Garcia, it tried unsuccessfully to impose a ceiling on
debt repayments. Countries such as Brazil illustrate Keynes’s adage that
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if you owe the bank a hundred dollars and cannot pay, you have a prob-
lem, but if you owe the bank a million dollars and cannot pay, the bank
has a problem. But many more countries are quite weak, some to the
point of virtual dependence on the IMF and the World Bank.

In recent years, to minimize their dependence on the IIMF and World
Bank, many third-world countries have resorted to bond issuance and self-
insurance: by accumulating substantial foreign reserves, governments
have been able to reassure investors on global bond markets of their sol-
vency, thereby lessening risk premiums on their bonds. But this combina-
tion of measures merely shifts the locus of dependence. In -place of the
VI, governments have come to depend on bond-rating agencies—which
in turn often look to the IIMF for guidance—for their bills of health, less-
ening their leeway and forcing them into upward spirals of reserve-accu-
mulation.

Assuming that third-world governments cannot turn trade relation-
ships to their advantage, the value of their continuing to trade with the
first world comes into doubt. The world market, in its present form,
sometimes acts against the interests of the third world. The international
market has dispersed sellers but has comparatively concentrated buyers.
For example, although several third-world countries export cocoa, only
a few large companies in the developed world buy it. Specialists on
West Africa are quick to point out that Nestlé, the chief purchaser of
cocoa in the region, is richer than all the governments of the region
combined. Such concentrated purchasing power opens up possibilities
for such things as collusion in price setting, which weakens individual
developing countries vis-a-vis their developed counterparts. Although
poor countries might not always get the best prices on the goods they
sell, they often end up paying a premium on the manufactured goods
they import, especially if their markets are considered marginal.62

It is not automatic that developing countries will be weak on the
world market; it depends on the commodity being traded. If, for exam-
ple, a country enjoys the enviable position of being the concentrated
seller of a strategic commodity, its political power increases consider-
ably. During the Cold War, for instance, South Africa was the only reli-
able source of affordable strategic metals upon which the US defense
industry relied. This gave the country a degree of political leverage over
the United States it might not otherwise have enjoyed, and helps to
explain the soft stance the United States took against the apartheid
regime. On the whole, however, third-world countries suffer from a
deficit of market power.63 More often than not they are weak, sometimes
severely so, competing with numerous other countries in the sale of a

[
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small range of goods for which demand is relatively elastic, and for
which the market is dominated by one or a few big purchasers.64 In the
face ‘of such a concentration of market power in the hands of the so-
called Seven Sisters, the world’s biggest oil companies, the Persian Gulf
countries created their own oil companies to gain some leverage over
the market. They also successfully used the Organization of Petroleum
Exporting Countries to coordinate supply to the world market, thereby
gaining a great deal of power during the 1970s.

At the time of the first oil shock, many in the third world judged
that its time had finally come to break the first world’s alleged global
market domination. It was said that commodity power would enable the
rise of the developing countries. In the event, OPEC’s power proved to
be relatively short-lived. In part this arose from the normal workings of
the market—price rises led to the search for substitutes and improve-
ments in energy efficiency—and in part from the efforts of developed-
country governments to circumvent and rein in OPEC. In the end, OPEC
proved to be a disappointment. Although at times it provoked dramatic
leaps in oil prices, over the long run it has failed to secure long-term
price increases much above what an unregulated market would have
granted.65 At the same time, the oil shocks wrought debilitating effects
on much of the third world, raising their energy costs while reducing
demand for their exports due to the recessions that followed. Moreover,
the effects of the so-called Dutch diseasess made such oil exporters as
Mexico and Nigeria even more dependent on oil for their revenue, with
terrible consequences when the inevitable price crashes finally came.
On the whole, cartelization, which can only be applied to a few com-
modities in any case, will apparently do little to rectify any imbalance
that exists in the world economy.

The IMF and the World Bank are currently able to wring substantial
concessions from weak third-world governments,? yet few or none
from first-world governments. The result is that at a time of increasing
protectionism in the first world, third-world countries are being forced
to throw open their economies to a competition that can be grossly
unfair. This can severely damage these economies. In the early 1990s,
for example, the European Community was dumping its heavily subsi-
dized beef into West Africa, driving the Sahelian beef industry to the
brink of extinction. The irony was that the European Community was at
the same time funding the development of the Sahelian beef industry as
part of its aid program.

If the global political economy does not permit the use of the infant-
industry model in the third world, and trade with the first world present-
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ly puts third-world countries in an unequal relationship from which they
do not always benefit, where are third-world governments to turn? In the
1990s, a renewed trade pessimism led some theorists to call for the
resumption of South-South trade negotiations, which would enable
third-world countries to collectively reduce their dependence on the rich
economies. In the event, such initiatives seldom amounted to much, and
in recent years the trend has, if anything, gone in the opposite direction.
Third-world countries have, since the collapsed Seattle trade talks in
1999—which probably represented the nadir of the treatment of devel-
oping countries in global trade talks—been pushing ever more aggres-
sively, and with greater impact, for a better deal in global trade negotia-
tions. Moreover, as a result of China’s growing impact on the world
economy, the global terms of trade appear to have become noticeably
less unfavorable to the third world as a whole.

Yet if trade pessimism is no longer the order of the day, a political
pessimism remains widespread. In the face of trends toward greater
instability and fragility in many third-world states, the possibility of the
developmental state being used to remedy third-world poverty is look-
ing ever more remote.

& Conclusion

One conclusion seems inescapable: some states, regardless of the eco-
nomic potential of their countries, simply may not be able to engineer
development in their current form. The heartening success stories of
East Asia may find few imitators. In fact, it is not only in Africa that the
emerging practice of development is running in a direction. contrary to
that of the theory. The crisis of the state, which sees fiscal constraints
forcing public authorities to renounce many of their functions, is inter-
national in its scope. Few of the world’s states are currently building up
their capacities. Most are going the opposite way, abandoning some
functions or handing them off to agents in the private sector. Faced with
a combination of slowed economic growth, stiffer competition from
low-cost East Asian producers, and rising fiscal deficits and debt bur-
dens, governments in most countries have been forced to pare back their
public sectors in order to lower their economies’ production costs and
restore current-account balances. Structural adjustment has then added
to this process in much of the third world.

In first-world countries, retrenchment is giving way to political
struggles over the state’s diminishing resource base, and to debates over
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how to redefine the state’s role in society. In the third world, retrench-
ment is giving way to a sometimes anarchic development process, in
which"nonstate actors such as nongovernmental organizations and pri-
vate companies increasingly play the leading roles. Indeed, it is some-
times noted that in the poorest countries, nongovernmental organiza-
tions—whose agendas and interests sometimes run at cross-purposes to
one another—sometimes play an even stronger role than states in direct-
ing development. Meanwhile, private companies are taking on formerly
public tasks, especially where public utilities have been privatized. In
countries in which governments have been unable to maintain infra-
structure or security, private firms or networks have taken on these tasks
for their own benefit. Moreover, many developing countries have wit-
nessed the emergence of nonstate actors—from criminal gangs to
Islamist charities—which have filled vacuums created by state retrench-
ment to constitute states within states, a process that has been called the
new medievalism.68 This new medievalism is often changing the charac-
ter of third-world states; but in any event, it is seriously challenging the
ability of many of them to engineer “national” development of the vari-
ety envisioned by earlier generations of theorists.

Into this context, a new school of thought has emerged. Questioning
the very idea of national development altogether, “postdevelopment”
thought challenges us to rethink the entire way we conceive develop-
ment, and to consider the possibility of a paradigm shift. A decade ago,
this school occupied the fringes of development thought. Since then, in
the wake of the many challenges and setbacks that have put a question
mark over calls for a return to state-led development, many left-wing
theorists have begun to turn their attention to this new strand of think-
ing. It is to this topic that we next turn.
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