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As a consequence, he points at an initiative of oDI and the partners
involved in the Tracking Development project, ASC and KITL\/, to jointly
undertake a follow-up research project in order to pursue the policy
implications of Tracking Development and the Africa power and politics
research ODI has been involved in in the past years.

To Conclude

In many ways Tracking Development has fulfilled its promise, and we are
proud that the Dutch Ministry of Foreign Afiairs had the courage to make
it possible. The project has already influenced Netherlands development
cooperation policies in several ways. we are sure it will also have inspired
other participants and stakeholders. It is our wish that it will also inspire
others who read about these issues connected to poverly and sustainable
and fair economic growth, one of the most important issues of our time.
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Diverging paths: Explanations and Implications

David Henley &Jan Kees van Donge

Fifty years ago when the, coroniar empires ended, most of the globe,including the Asian as wet u, t¡" eai""ï ûopics, was inhabited by rurarpeasantries facing 
":ty lo- Iiving standards and poor health. since thenthe tropicar wodã, tná so,rtr,, h;:;;;ötedry biturcated into rwo sersof countries: one set with export-r"""iãã--anufacturing industries andproductive' commerciarir"a 

"gri"uri,rruriJ"rorr, and another set in whichthe old agrarian economic structure has st'r hardry changed. lvhire theformer have experienced vast irnpr*"r*rrr, in living stanáards, many ofthe latter are stit as poor as they were fifty years ago. The reasons forthis great divergence aïe not furþ understood, and they are of obviousimportance to everyone concemed with deveropment 
"ia à"""ràprrr".r,cooperarion today. Th9 two regions of the world *frr.f, _"" ;;;;; 

"""__3ff.,ffjä;îï:":*n' . p,å,p"n,y äna;*ry are sourheast e,i" 
",,d

In southeast Asia the rg60s, lg70s' and rggos saw sustained and accerer-ating economic growth. By the ,99or, orþä,triesorthe'"sroi-",.1ilíÃñ;;*;illiåii"'"i:,fff; :ï;:Hdevelopment miracle (world Bani, ;rr) ;;rugh the financial crisis of1997-1998 reveared v'lnerabiliti"r in"ðJítrr"ast Asia,s 
""oro-i"r,-it orrtyvery briefly halted their expansion. In Africa by contrast, such dynamismremained absent' Bv the àarþ rggos 

"*r, ,rror" few A-frican åountrieswhere securiry and oori"t 
"o.r¿triJn, #'i";g been considered promis-urg such as Kenya and Côte d,Ivoire, *;;" fJ;"g inro the 

"o'tir,"rià p"t_tern of instabiritv and stagnation. schorars iãentified a negative ,African
Dummy' as a statisticar predictor 

"f "rd;;ve economic performance
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(Barro, lggt) and counterposed an African 'growth tragedy' to the Asian
miracle (Easterþ & Levine, 1995).

Since the mid-rggos there has been sustained growth in national
incomes in A-frica due to improved macroeconomic polÍcies and increased
world demand for minerals, coffee, cotton, and other primary products.
But by most accounts, there is little sign yet of this aggïegate grourth
translating into rapid poverty reduction. If poverty is still present among
marginal and dispossessed groups in Southeast Asia, in Africa it is still the
norm. And whereas the bulk of Southeast Asian exports now consists of
manufactured goods, Africa still manufactures almost nothing which the
rest of the world wants to buy. Southeast Asia, to complete the irony, has
outstripped Africa even in the export of traditional African agricultural
products like palm oil, coffee, and cocoa.

In terms of macroeconomic indicators, this divergence is a surprisingly
recent one. As late as r98o, average income levels in Africa and Southeast
Asia were still similar. Historically, both regions formed part of the world's
economic periphery exporting forest products (spices, ivory) and, later,
commercial tree crops, and importing manufactures. At the local level,
their economies were subsistence-oriented and their societies organized
on a peasant or tribal basis, often without educational or business insti-
tutions of indigenous origin. commerce, in both regions, was associated
with trade-specialized ethnic minorities. over large parts of southeast Asia
as well as most of Africa, indigenous state formation was limited prior to
colonial intervention. In the middle of the twentieth century, both regions
were still substantially under European rule. climate and soil conditions
in both regions are generally problematic for arable farming, and people
and livestock are subject to similar health problems.

These historical and geographical similarities, together with the fact
that since the r96os both regions have been characterized by corruption
and a notorious lack of 'good govemance', make the comparison of Soutì-
east Asia with sub-saharan A-frica a sharp tool for the analysis of devel-
opment issues. Insofar as the research on which this book is based has
precedents, they have most often involved the comparison of Africa with
economically successful Asian countries in general, including Taiwan,
South Korea, and even Japan (Lindauer & Roemer, 1994; Stein, rg95;
Lawrence & Thirtle, zoor; Nissanke & Aryeetey, zoo3). But Northeast Asia,
by almost any measure, was already much more different from Africa frfty
years ago than was southeast Asia: better governed, more educated, more
industrialized (Booth, rygg; zooT). In anaþcaì terms, then, selecting

southeast Asia as the unit of comparison helps to reduce the number of
Botential explanations for the observed deveropmentar divergence. By the
same token, southeast Asia's poricy experience-as the world Bank,s.t'asf
asian Miracle study already noted-is clearþ more relevant than that of
Northeast Asia to other developing countriei including those of AÍlica.

Scope of the Divergence

lh 196o, southeast Asians were on average much poorer than Africans;
Þ¡ z-oro, they were two and a harf timeJ ¡cher. In southeast Asia the
whole of the intervening fifty-year period was one of almost continuous
grorrth' apart from a brief hiatus at the turn of the century caused by the
Asian financial crisis- In Africa per capita income stagnated in the r97os,

'|;:l:ill,l:'e::o gr"**""kly in the reeos, and in zoro was srill barely
ngher than it had been in 1975 (Figure z.r).

^ Th" 
recent aggregate growth in Africa úas caused the ,Afro-pessimism,

of the r99os to be replaced in some circres by a conviction that the Asianfiger economies are tro-_p:irr-g joined by a fast_developing gr"rp 
"f'African lions' (McKinsey GlobJ Institute, zoro; Radele t, ,àroi.Ërt th"r"
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is a vital difference. Although some researchers believe that recent prog-
ress in African poverfy reduction has been underestimated (sala-i-Martin
& Pinkovskiy, zoro), the consensus is that the aggregate growth in Africa
since the r99os, like that of the r96os and r97os, has not translated into
commensurate reductions in poverty (OECD, zorl: Lz, 6z-65; UN Eco-
nomic Commission for A-flica, zou: 3).

In Southeast Asia, by contrast, spectacular economic growth from the
r96os onward was accompanied by even more spectacular reductions in
poverty. In Thailand the proportion of the population living below the
national poverty line fell from g7o/o in 1963 to z4o/o in r98r (Rigg, zoo3:

99); in Malaysia, from 4go/o in rgTo to t}o/o in 1984 (Crouch, 1996: rB9); in
Indonesia, from 6oolo in r97o to zzo/o in 1984 (BpS, Bappenas & UNDP,
zoo4: tg); and in Vietnam, even more dramatically, from 58% in 1993 to
r9olojust r years later in zoo4 (Nguyen et aL, zoo6: 9). In zoo5, according
to world Bank and united Nations figures, the proportion of southeast
Asia's population living on less than the equivalent of r'z5 USD per day
was rgolo, against ggo/o in r99o. In Sub-Saharan A_frica, it was 5rolo, against
59o/o in r99o (United Nations, zorr: 6).

The same divergence is evident in other indicators of material well-
being. In the rg6os, life expectancy at birth for inhabitants of both regions
was between 4o and 50 ye¿us; today it is still little changed in Africa, but
has risen to almost 70 years in Southeast Asia (Figure z.z).
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The absolute decrine 1tfrt""r rife expectancy since r9g7 is partry due toAfrica s AIDS epidemic, bu1 arso reflects generaty poor hearth care andnutrition, with levers of infant and chird irortarity -".r, rrigh". th"r, i'southeast Asia. In educarion also, Africa, arthougímaki;g -?ïl^progru*than in other fields, still lags weil behiná southeast Asia where universalprimary education is the norm (United Nations, zou: 16).
Southeast Asia, like Afric1, emerged from colonial rule with pre_dominantly rural economies, based oir peasant farming and the exportof primary agriculturar products. subs"qu"nuy, oil exports arso becameimportant in Malaysi4 Indonesia, and ùetnam. unrike expofters of oirand primary commodities in A-frica, t o**r, southeast Asian countrieshave succeeded in diversifying their economies-and their exports, notabryinto manufacturing. In r97o ttre proportion of Thai 

""po*, 1Çrri*¡ 
"orr_sisting of manufacrur:s was onry 5%;by rgg5 it was artost ihree quarters,including integrated circuits and officetãJñin"r, as wet as crothing, foot_wear' and plastics. In rggo less than 3olo of Indon"ri"r, Çort, ,""rür"o 

"rmanufactured goods; by tg95, more than goo/o.Bythe end of the twentiethcentury Malaysia alone, a country of under z5 million people, was export_ing more manufactures each y"", th"r, the whole of sub-saharan A-fric4with its population of more than 6oo million.

Origins of the Divergence
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The idea of a detailed comparative study of the development trajecto-ries of Southeast Asian and Sub-Saharan African countries originated inobservation that certain features of African politics which are oftensaid to explain economic stagnation in A-frica (Chabal & Daloz, 1999; Vande Walle, zoor; Van der Veen, zoo4 are in fact also present in economi_successfirl Southeast Asia. In both regions, rent-seeking is commongovernment positions in connection with what has been called 'neo-
a fusion ofpublic and private spheres in which patron_relations structure political behaviour. Some of the same culturalcurrentþ blamed for development failure in,Africa includingpreference for personalistic power relationships, have been equally per-aspects of the Southeast Asian political scene (Scotf r97z; RobisonHadiz, zoo 4). In Southeast Asia, it has even been argued, patron-client

between politicians and businessmen mayserve precisely to facilitate
development (Braadbaart, 1996).

Comrption and clientelism, then, cannot in themselves explain Afri-economic retardation. Correlations between indices of þood gover-and economic growth rates, as Khan (zoo7: 8-16) has shown, all
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but disappear once already rich countries are excluded from the data-
base; among developing countries, those with rapidly growing economies
hardly differ from slow growers in terms of institutional quality. some
authors have tried to qualify this observation by distinguishing between
'organized' (Asian) and 'disorganized' (African) forms of corruption, the
former being centralized and predictable and the latter competitive,
unpredictable, and incompatible with growth (Macintyre, zoor; Lewis,
zooT)' on close inspection, however, this distinction is not entirely con-
vincing either, since many African countries have seen long periods of
political stability during which illicit rents have been centrally managed by
dictators or tight-knit ruling oligarchies (Henley, Tirtosudarmo & Fuady,
zorz:5o-5r).

The Tracking Development project set out not to compare aggre-
gated statistics for the two regions, but rather to study four sets ofpaired
nations. The comparison of Nigeria and Indonesia is an obvious one that
has already attracted considerable scholarþ attention (Thorbecke, r99g;
Bevan, Collier & Gunning, 1999; Lewis, zooT). Both countries have expe-
rienced long periods of military rule and are similarþ ranked in the cor-
ruption Perception Index. Both are also large, densely populated, and well
endowed with natural resources-notably oil. The second pair, Kenya and
Malaysia, consists of fwo countries that have opted rather consistentþ
for a 'capitalist road' to development, reþing to a great extent on private
ownership of the means of production and on foreign investment. Tan-
za¡ia and Vietnam, by contrast, are both countries which for a long time
relied on state ownership and direct government intervention, and which
have subsequently liberalized their economies. The fourth pair consists of
Uganda and Cambodia, two cases of post-conflict reconstruction.

This pairwise method differs from the dominant approaches to cross-
country comparison, which attempt to explain growth differentials either
through multiple regression analyses of time series data for many coun-
tries (Ndulu et al., zooT), or through explicit model-building and the
identification of 'anti-growth syndromes' (Ndulu et aL, zoog).while these
approaches have produced valuable results, we believe that ours offers
sharper insight into the political and social processes that lead both to
particular policy choices, and to particular economic outcomes.

our concentration on policy reflects the fact that Tracking Development
was commissioned by the Netherlands Ministry of Foreign Affairs, and
was expected to be policy-relevant. But there is also something uniquely
inspirational, and constructive, about looking at successful policy choices.
There is no shortage of critical works on development aná development
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aid, but it makes a difference to compare disappointments with triumphs.
This does not, ofcourse, imply the possibiliry of infallible prescriptions. Ithas been said with some justifrcation that there has been too much plan-ning in development poliry, and that attention can more profitably bedirected to'searching, (Easterþ zoo6 ). Tracking Development has been
an exercise in searching. It has also followed Dani Rodrik's (zoo7) admo-nition to compare the various policies that have succeeded in particular
settings, and to look beyond them in order to extract general principles
that can also be applied in other settings.

In our search for these underþing principles, we began by putting
together comparative narratives of the selected countries and looking forturning points: dates at which two crucial development indicators, GDp
and poverly incidence, showed a lasting turn for the better, ìeading to sus-tained growth in combination with sustained poverty reduction. Then weattempted in each case to identify the specific policies responsible for thetuming point. Such positive tuming points are found only in Southeast
.A.sia, not in Africa, and they function as templates against which to com_pare and contrast the Sub-Saharan cases. Where there were clear negativetûming points, we tried to analyse these in a similar way

Our findings highlighr in particular one major area of policy that isassociated with positive turning points. State-led rural and agricultural
development, leading to higher incomes for peasant farmers, has beencrucial to Southeast Asia's success, and we infer that its absence hasbeen crucial to Sub-Saharan A_frica's failure (Henley, zorz). This conclu-
6lon is at odds with a very influential opposite view that appears logicalfirst sight the view that because Southeast Asian economic success is

associated with export-oriented industrialization, it is the emulation
this strategy which should have the highest priority in Africa (Soludo,

Collier, zooT;Johnso n et aL, zooT). In the African Economic Research
major treatise, The political economy of economic growth in

t 96o-zo o o,'diversifi ed export growth' is identified tout court as 'themodel'which the whole of coastal Africa should emulate, while
development, is mentioned only as the last of nine second_best

strategies that may be worth trying in landlocked countries, whichgeographical reasons .do not have the option of rapid industrialization,
et øL, zoo8,I:428, 4s4).

Besides stateled agricultural developmenf sustained growth and pov-reduction in Southeast Asia are also associated with two otherpolicy preconditions. Sound macroeconomic policy, firstl¡ isfor economic growth. However, it must be stressed that



macroeconomic stabilization alone does not produce a developmental
turning point unless it-is accompanied by pro-poor policies with respect
to agriculture and food. Economic freedom, 

"il""rifo, peasant farmers
and small entrepreneurs, is the other variabre associateï with positive
turning points' \vhere farmers are not free to choose what to gro* o,
to sell it to rhe highest bidder, the prospects for reducing rurar ioverryare poor' But here too there is an important caveat: it would be wrong
to assume that southeast Asian experience proves the wisdom of simpÇ
ending state 'interference'in the agrarian economy and exposing farmers
to 'market forces'. certain forms of state intervention are important, but
they need to be supplementary to, or mediated through, mari<ets.

Further discussion of the content of each policy preãondition follows in
subsequent sections. Meanwhile, the folrowing tÀbr" (Tabte z.r), ina very
schematic and simplified way, summarizes thã modeiand its ápphcation
to the countries included in the study. sustained growh -itt rapia porr-
erty reduction took place when, and onry when, a[ three poricy precondi-
tions were simultaneously met in Maraysia since rg5g, in Indonãsia since

Ta'ble zr Three preconditions for sustained growth: Dates at which present in
eight countries
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1967' in vietnam since 19g6, and in cambodia since (probably) rggg. Thecambodian case is somewhat op"qu. i' irrat the extent, 
"nd "úorr. 

an sus-tainability, of recent poverty ruà,..Uon a¡e unclear, as is the level of ruralpublic spending' since rggs, hr;""o;;r" has cerrainly been an increas_ing policv emphasis on rural 
""a ffiìrt"d d;;"p;;;; (ïeüvetd &Ten Brummelhuis, this volume). 

- -Ð--"'

In all cases the dates gven ii the tabre are those at which the rerevantpolicy decisions were taken. rh" e¡tecis of those decisions, particurarryin the case of pro-poor, pro-rurar pubric spending, were often somewhatdelayed. In Malaysia, foi instancei 
"rri"r"a aggregate growth began in1958' mass poverty reduction 

"ot ".rtit f"rrraps a decade iater (snodgrass,1980: 80-gr)' Most ofrhe Mcraysians ãtit-porrurrished in the rg70s, how-ever' were rice or rubber farmers reapingthe u"rr"nr, oi""ríi", puuti,investments in agriculrur" (oth;";,;g*- z,., 276).In none of the African càunrries ;ñil; rrrrru áu rhree condirions yerbeen fulfilled simultaneousry. Tanzani" ãurrotua rarge public invesrmentsto rural and a.qricurturar devllop-"", i"ã" r97os during the Nyerere era,but since these coincided with an 
"*nJ to co'ectivize the agricurturarsector, economic freedom was emphatically absent. Kenya îoo maderespectabte budgerary a[ocarions r ;sñú iln* #ä:""åi ro,,o__ing independence' but since most oithi, spending targeted large-scale,'progressive' farmers, it was ,rot pro_poä (Henleyi 

"orí, 
g7_$-.DespiteKenya's reputation for economic riberalism, the¡e was arso considerabre

l,:,i::#liü::jl- as 
_re84, 

go.,,"rn,,,".,t agencies wer" in.,,or.,ed in
*d, r;;;;t;"-c suart€rs of all the country's agricultural p.il;; (Leon-

since the rggos, most African countries have removed the most seriousrestrictions on the economic freedom of sma, farmers; the date ,qiven inTable z'r for the firrfilment of this condition in Kenya, rgg5, refer-s to the
#tiläilli""lï;:,o"""tid;;;.;;;;; on private trade in maize. By
h"db;:;_;.ilffi iä9.ff::,;:in#åïiïåïi:ï,jî,"lf li:third precondition for. sustained growth -ith m"r, poverfy reduction-pro-poor' pro-rurar pubric spendirig*ru-;;, erusive. In zoo3 in Maputothe govemments of the A-frican uiior, ãiJiu"r"." a co'ective intentionto raise public spending on 'agriculturar and rural deveropmen t, to too/o ornational budgetary resources, but so far onþ a handfur ofcountries haveactually done so lNEpAD, ,oro, ar¡"ffiI ,ort z9). As a resuh, therehas been no breakth'ough in rhe ñ;;; of sma'horder agriculrure,and the impact of curreit ¿ni"".r'".oiã*ärro*n on poverfy is weak.
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The future continuity of that growth, moreover, remains uncertain amid
rising inequality, limited domestic market growth, and continued food
insecurify.

Southeast Asia's Road to Development (r): Sound Macroeconomic
Management

There is no positive turning point in our case studies without a background
of macroeconomic stability. In the first place, this means the presence of
policies embodying a clear commitment to combating inflation. The rigour
ofthe target to be achieved here should not be exaggerated: in Indonesia
during the r97os and earþ rg8os, inflation rates of between rc and. zoo/o

proved fully compatible with growth and poverty alleviation (Figure 2.3).
Yet the importance of avoiding excessive inflation-meaning, roughly
speaking, preventing inflation from exceeding zoo/o for any length of
time-is nowhere clearer than in Indonesia, where the hyperinflation
of the late Sukarno years provided a strong negative benchmark for the
suharto regime which seized power in 1965. To ensure that hyperinflation
would never happen again, in 1967 the new government instigated a law
whereby parliament could not approve any budget that was not balanced,
in the sense of state revenues (including foreign aid and loans) equalling
or exceeding expenditures (including debt servicing) (Hill, 1996: 59).

Macroeconomic stabilization also played a central, and seldom fully
appreciated, role in vietnam's Doi Moi or 'Renovation' process of the
r98os and rggos. In retrospect, Doi Moi is mainly associated with liberal-
ization, but at its inception the primary goal was actually the control of
inflation, which by t986 had reached over 4ooo/o (Nguyen, zoo6: g4, ry3).
In Cambodia, which was under Vietnamese control from 1979 to r99o,
macroeconomic stability was likewise restored under Doi Moi in the late
r98os' In Malaysia, thanks to consistently prudent frnancial policies, it has
never been seriously threatened since independence in 1957.

In our African case studies, macroeconomic stabili zation is clearþ
associated with the return of aggregate growth in the rggos. The clearest
example is uganda, where an agreement with the international financial
institutions brought down inflation from over tooo/o in the late rggos to
under ro%o by the mid-rggos. In Tanzania, a similar agreement was con-
cluded in r9B5 but did not have the desired effect until 1995, when donor
conditionality brought discipline to the banking system and to govern-
ment finances. In Kenya, as in Malaysia, macroeconomic stability has only
rarely been a major problem. By contrast, the lack of stability in Nigeria

during the late r98os and_early rggor, despite attempts to discipline theeconomy in the face of falling oir revenues, was strongly associáted withnegative economic performance (Figure 2.3).
Here again it bears repeating that mac.oeconomic stabilization isa necessary not a sufÊcient, precondition for deveropmentar take-off

Except during the initial stage of liberalization when markets re-establish
themselves, it is not associãted with poverty alleviation. t,, _ury ."r",it is also more fragire than it at first ,ight 

"pp."rs, 
being depenãent on

large. inflows of foreign aid or oir reveriue. In New order Indonesia, thedevelopment budget was at first financed armost entirely uy 
"ia,1.ra 

i'VletnaT the tuming poinr was accompanied by the 
"o*i.,g 

ärrãu"_ ofoil production' Neither aid nor oil, as ihe African story shows, is in itserf aguarantee of macroeconomic stabirity, stin ress of sustained growth. Nev_
ertheless, such inflows of foreign -orr"y are very useful when it comes tobalancing state finances-and oirercoming foreign exchange constraints in
a context of vigorous public investment.

A second vital aspect of sound macroeconomic management is themaintenance of a competitive exchange rate between the national cur,ren-c¡ an-d those of potentiar export markets. cross-country statisticar
studies show that the size of thã bhck market premium o, .rrr"rr"ydeals-that is, the difference between an administrativery overvarued ofÊ-cial exchange rate and a rear (brack market) rate for a nationar currency
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against the us dollar-is a reliable predictor of poor economic perfor-
mance (Easterly, 2ooz: zzL*22.3, 238). The successfirl Southeast Asian coun-
tries have never overvalued their currencies enough to allow any such
black market premium to emerge. Indonesia, in fact, repeatedly devalued
its currency by tens of percentage points at a time in the r97os and rgSos
in order to reverse oil-fuelled appreciation of the rupiah and keep its
non-oil exports competitive. In Nigeria, by contrast, the value of the naira
appreciated throughout the oil boom ofthe rgTos and earþ r98os, and was
then maintained for some years at several times the black market level
after oil prices fell (Lewis, zooT: ryg).

Southeast Asia's Road to Development (z): Economic Freedom

wherever there has been a development strategy based on accumula-
tion by the state, and a more or less successful attempt by the state at
comprehensive control of the economy, there has sooner or later been a
deep economic crisis. Freedom for economic actors, especiaþ the smaller
actors, was essential for a return of growth. This is nowhere clearer than in
vietnam, where the dissolution of the communal farm was a vital part of
the transformation of the late r98os. Economic liberalization in Tanzania
fiom 1985 onward did not immediately bring a retum of growth; this did
not follow until macroeconomic stability was established in 1995. when
growth came it still had little effect on poverty, since the third precon-
dition for development success, a pro-poor agriculturar policy, was still
lacking' In uganda, as in vietnam, economic liberalization and macro-
economic stabilization (in this case through agreement with the IMF)
took place simultaneously, leading to a return of growth in r9g9. But like
Tanzania and unlike vietnam, uganda failed to adopt pro-poor rural poli-
cies, with the result that growth did not translate into sustained poverty
reduction.

It would be wrong to equate the need for economic freedom with a
demand to reduce state intervention to a minimum. In ail of the south-
east Asian cases there has been considerable state involvement in the
economy with respect to agriculture: fertilizer and credit subsidies, provi,
sions for subsidized purchase of crops when market prices fall below guar-
anteed minimum levels, and restrictions on the import and export of food,
However, the southeast Asian governments have as a rule avoided grant-
ing monopoly or monopsony positions to state institutions. Indonesia's
'logistics bureau' (Bulog) successfully stabilized rice prices by buyrng
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grain at a fixed floor price when the market price was low and sening itata ceiling price when the market price was high; but the margins pro-
vided between the floor and ceiring prices ailáwed private tåders to
handle most of the rice marketed. rn normar years, Bulåg boughi and dis-
tributed less than rco/o of the rice produced and consuÃed ii Indonesia
(Timmer, ryg7:ry7).

In Southeast Asia, state agencies operated alongside independent
agents, frequently providing subsidies to private-sector distributors rather
than taking over the provision of subsidùed goods themselves. Although
export and import controls, where present, did affect the economic free-
dom of small farmers indirectry, in their own environs farmers were as
a rule free to sell their produce to any chosen party and to buy inputs
such as fertilizer on the open markeL They were usuaily arso free to
choose- which crops to plant, and at what price to sen them lor not). price
controls were seldom resorted to, excepiby the indirect means of pub-
Iic subsidy. Although there were .*."piion, in particular contexts, such
as the earþ days of the Green Revolution in Java and the FELDA rand
settlement scheme in Malaysia, on the whole the state placed ,r"ry t"*
coercive restrictions on the economic activity of small faimers and petty
entrepreneurs.

The continuation of some types of state intervention under liberar-
ized conditions is nevertheress a common feature of the southeast Asian
systems, and a crucial difference between them and theirA_frican counter-
parts. In A-frica there has in recent decades been a sustained withdrawal
of the state from its former heavy-handed regulatory rore in the economy,
but this has not been balanced úy the creadon of institutional structuresil:":4 which positive interventions can continue in a rerativery hands-
off fashion in order to support a gror,r'th coarition between state ofñciars
and the mass of the farming põpuhtion. The diffrrsion of the Green
Revolution in southeast Asia has accurately been characterized as state-
led, market-mediated, and smailholder-básed (Djurfeldt et aL, zoo5).
This last characteristic is essential to understanding the role of economic
freedom in developmentar turning points. whether in sub-saharan
Africa or in southeast Asia, smanhoiã", prod,r.tion stagnates or declinesif there is no freedom to choose which crop to plant and who to seil
it to.
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Southest Asia's Road to Development (3): Pro-Poor, Pro-Rural
Public Spending

In the last two decades, macroeconomic stabilization and market lib-
eralization have been important poliry goals in Africa as well as South-
east Asia. In Uganda and Tanzania they were associated with a return
of economic growth, often at over 60/o per year, in the rggos. In crucial
contrast with Southeast Asia, however, they have not been linked with
pro-poor policies directed at agriculture and rural development. South-
east Asian planners saw that the obvious way to address the problem of
mass poverty, given that most of the population lived in the countryside
and depended on agriculture, was by raising farm incomes.

One way to do this was to increase the productivity of export crops,
such as rubber and palm oil in Malaysia or coffee and cashew nuts in
Vietnam. The most concentrated effort, however, went into food produc-
tion, and was inspired by a desire for national self-sufficiency in food.
Southeast Asian countries gave the highest priority to promoting the
Green Revolution in rice agriculture by means of irrigation, extension ser-
vices, credit, and the subsidization of inputs such as fertilizer and seeds
of improved rice varieties. In Africa after independence, food-crop agri-
culture was largely neglected, while export agriculture was openly used
as a source of surplus for industrial and urban development, extracted by
means of state marketing monopsonies. Although the marketing boards
were mostly abolished or reformed during the period of structural adjust-
ment in the r98os and t99os, liberalization was not accompanied by public
investment in agriculture on a scale remotely comparable to what hap-
pened in Southeast Asia.

Agricultural output in the African countries is in general erratic. This
is partly explained by agronomic factors, but it is also a consequence of
policy. The organization of agricultural marketing in the A-frican countries
has typically been either dominated by the state, or left to the private sec-
tor without any consideration for minimum price guarantees. while the
use of fertilizer has grown exponentially in the southeast Asian countries,
in Africa it has remained stagnant. Food-crop production, accordingly,
has also remained stagnant on a per capita basis. The African coun-
tries, with the exception of Uganda, have frequently been dependent on
food imports.

For these reasons economic growth in Africa has not usually led to
poverty alleviation in rural areas. In Africa, poverty tends to decrease in
urban areas. This is partly explained by disproportionate benefits from the
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aid flows into the country. It arso reflects a pattern of encrave deverop-
ment' Economic liberarization usuaüy reads tå an inflow of foreign directinvestment, but in Africa this tends to be conce"irr,"Jt" *ring andother extractive industries, or in tourism. These sectors have few rinkageswith the domestic economy' so that the murtiprier effects of the invest-
ment are limited.

The single most important distinction between southeast Asian andAT.-"n development strategies is that in Southeast Asia, macroeconomic
stabilization has been paired with a concern for,shared gïowth, throughagricultural and rurar deveropment. southeast Asian government spend-
ing tends to show a pronounced 'rurar bias'. In the rgfos, when Maraysia
was already on the way to becoming an industrial power, the Malaysiangovernment was still spending one quarter of its ;ational developmentbudget-almost ten times its exp"rráitor" on industriar development-
on agriculture (Government of Malaysi a, rg1Li 6g; ry76: zao). Iilndone_
sia too, foreign aid and oil revenues were invest"ã'o, 

"-huge 
scale inenhancing the productivity of peasant agricurture by means oî irrigation

wo1ks, the development and disseminãtion of new high-yierding ricevarieties, fefülizer and pesticide subsidies, and subsidized farm credit.In the New Order's first five-year development plan (r969_r97a), fully 3ooloof the developmenr budget was a'ocaied to agricurture-noi including
the large sums also spent on rurar roads, electrification, hearth services,
and education (Republic of Indonesia, t;árr 4r). vietnam, after its reunifi-cation in 1975, consistentþ devote d. some-zoo/o to agriculture (Tran, r99g:8)' inves_ting 

]reavity in technical irrigation projects (young et aL, zooz:u-rz), which later made possibre 
" 

r"fia expansion of rice production.
In Nigeria at the same period, by ár"-"ii" contrast, the proportion ofdevelopment funds spent on agriculture fell to just 60lo as Nigerian pran-ners chose to invest the oir winãran of the rgTos in ill-conceived schemesfor heavy industrial development (Federai nepublic of Nigeri4 r9Z5: g49).

This choice was not a matter of comrption or crienterism: the industriar-ization effort was 'dn""-" by a (technoËratic) economic vision, rather thanby the self-inrerest of rhe i"già"' (c"ili;;i Gunning, zooL: zn).Even in
ï:,1t.::1î *:*lt of as ãr," efü""r, counrry thal ¿ia invest in agri_cunrre rather than 'squeezing' it for the benefii of urban 

"n¿ 
irrjrrt¡rtinterests,-an initially rïolq spending focus on agricultural development

was largely lost amid tt_e falJ securii, of the prosperous r97os.
. Sectoral budgetary allocations are ãt best a rough ûrst indication of the
level of rural/agriculiural or urban/industriar bias in a count4y's develop-ment strategy' The atocation of money to rurar developmeá -"y u" ,
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different matter from its actual disbursement. Even when it is disbursed,
its effectiveness may vary dramatically. Fertilizer subsidies, for example,
do not constitute pro-poor public spending if they disproportionaiely
benefrt large-scale fârmers-a persistent problem in Kenya (oluoch-
Kosura & Karugia, zoo5: r89). Rural development spending may also be
counterbalanced by rural taxation: in Tanzania in the r97os, impressive
budgetary allocations to agricultural development went hand in hand
with very heavy indirect taxation of peasant farmers (Ellis, rgg3).

on the daring assumption of other things being equar, it may be said
that an allocation of at least roolo of total public spending, and/or zoo/o of
the total development budget (public capitar investment), to the agricul-
tural sector (including research, extension, input, credit and replanting
subsidies, irrigation, drainage, and land settlement) is indicative of pro-
poor' pro-rural public spending. A comparably high proportional alloca-
tion to the transport sector may also be a good sign: road-building benefits
the rural population and is, alongside agriculture, the area in whùh public
spending in Africa has in the past fallen most strikingly belowAsian levels
(Fan et ø[., zoo9: z5). ultimately, however, any assessment of whether and
how this crucial precondition for development is met must be based on
a specific historical narrative which takes account of conditions in the
country under study.

Tracking Development Conclusions and Methodology in
Comparative Perspective

our conclusions are close to those of the world Bank's Eøst Asian Miracle
study (1993) in stressing the importance of policies designed to promote
'shared growth', and similar also to those of campos and Roo t,s The kqt to
the Asian miracle (1996) in pointing to the 'growth coalition, that under-
pins such policies and makes them politicaily feasible. But whereas these
studies stress the general need for growth with equity, we argue more
strongÌy that in the case of southeast Asia, development ,rr..urrf, specifi-
cally associated with a policy focus on agriculture ànd on food production.
It is striking that in The East Asian Miracre only 5 pages are devoted to
the importance of a dynamic agricultural sector, compared with z5 on the
need to create an 'export push, (World Bank, 1993: Br_BT, rzg_-4g).

In southeast Asia the industrial export boom, when it came, was largely
a private-sector response to macroeconomic stabiliry economic freedom,
adequate infrastructure, and-perhaps above all-an already healthy rural
economy' These conditions ensured political stabiliry priváte saving and
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investment' enlarged domestic markets, and- a cheap, reriable food supprytor workers' It is important to note that when s"rt¡""riariu., gorr.--ments have a*empred ro.nurrure rp""iÀ" *rrr,rr".iffi ;är, to rhepoint of comnetitiv,elll aìongJapanes" o, ror"ur lines, as in the case ofthe Indonesian and MaraysiailJrJrrãurr¡"r, rhey have generaty faired(Jayasankaran, r993i ,tswicahyon o ,t ü, ,ooo). The fact that this fairureusually had to do with .or*ptior, 
"rri-"ir".r,"lism (Roemer, 1994) shouldmake policy-makers in Africá-whi"h, ;; noted, is much .*äo*p"r"_ble to southeast than to Northeast Asia in terms of institutionar quality_doubly wary of interventionist industrial strategies.

In general, howeve¡ there.are 
"t.*Çrtrorrg ïeasons to be sceptical ofexplanations for African aun"top-urrtã rltardation which emphasize rhenature of institutions, or indeeå any other ,structurar, 

constraints rootedin culture, hisrory oï gelgraphy, * fOO"*j to policy choices (Easrerþ &Levine, rggz; Gallup et øt.-, tgg*;chabai e. oAor, rggä; nodriï )l'ot, 
"oo+,

Van der Veen, zoo4;Lewis, ,ooz, Cfr"lîI, ,åog). Altlrough Tracking Devel_opment anaTyzed narratives of historical deveropment, it aia not take alongterm historical view. The countries which we studied in southeastAsia were never prede::r.r.g fî d;";i"p_ental success, and even on theeve of that success, slri!1Slr 
{"y "";;fredicted ft. In the re7os, Vier_nam was embroired in wa¡ and camLodia in one of the most destructiverevolutions in history. In Indonesia, tt u 

".,decades:inred;;1"."*osrinrernari""",Jå#:liïfft"iriäii;
described Indonesia as 'the number o* ì"o.ro*ic fairure among themajor underdeveloped countries, (Higgi.rr, 1968: 679). The new Suhartodictatorship, esrablished in 

" 
brooai"äää noal"a with comrption, wasnot expected to rast long. Maraysi" too *us seen as a fragire potity thatcould easily_be tom apart by racial trouUl"r.

rlDove all' southeast Asia was considerabry poorer than Africa. Anylong-term historical thgory of the Iater developmentar divergence wourdneed to explain the earliei strgn"tior, ;Jåiairr" of both regions, as welras southeast Asia's present nJorirt irrg ,ì"*. t, foilows that the historicardeterminism impricit in the term 'p"ii"p""dency' is not productive inthis context. Within So,rtt 
""rt eri"ä; ä counrries thar have taken adifferent parh: Burma is asragnarid;;;;";;_inared economy, and thePhilippines have not a""utopia 

", ;,tr*g ä ,gri"rrturar and indusrrialbase as the counrries incruded ,';lililäi.ä"i, failure revears rhe limi-tations of the ,neighbourhood, 
(Easterlyii*rru, r99B) and ,flying 

geese,(Akamarsu' rg6z) ãffects: poricy-¡¡¿¡¡l; Jr; -"y choose ro pick up ideasfrom the deveropment success of neiihbouring countries-or they may
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not. But if development success is a matter of policy choice rather than
geograph¡ history culture, or institutions, it still remains to explain why
some policy-makers make the right choices, and others do not.

Factors Influencing Policy Choices

with regard to the adoption of sound macroeconomic policies and the
establishment of economic freedom for farmers and small entrepreneurs,
the evidence from Southeast Asia is that the best learning experience for
policy-makers is the experience of a deep national economic crisis (Hen-
ley, Tirtosudarmo & Fuady, zotz:64-66). In Indonesia there is a succinct
expression for this: 'Sadli's Lar.r/ (named after the economist and tech-
nocrât Mohamad Sadli), which states that bad times produce good poli-
cies, and good times bad policies. Both in Indonesia in the r96os and in
vietnam and cambodia in the rg8os, it was severe crises involving hyper-
inflation and food shortages-transparentþ the results of macroeconomic
mismanagement and over-regulation respectively-which triggered the
cruciaì policy reversals in these areas (although Malaysia where there was
continuity of liberal economic policies from colonial into post-colonial
times, is a more complex story). Our A_frican countries, by contrast, never
experienced crises ofquite such severity, or ofquite such transparent aeti-
ology. In Nigeria, for instance, the growth collapse of the rgãos did not
involve hyperinflation or hunger, and among the Nigerian public it was
widely attributed to 'Dutch disease' (see chapter 6), the volatility of oil
prices, and comrption.

with respect to the adoption in southeast Asia of strongly pro-rural,
pro-poor development policies, however, a longer historical procãss seems
to be involved. In all cases, those policies reflected a strong concern to
include the peasantry in the development process, and to do so urgentþ
and on a massive scale. The fate of the poor genuinely mattered to the
governments in question. one common explanation for this is that politi-
cal realities forced Asian elites to take the interests of peasant farmers
seriously (slatea zoro; van der veen, zoro). The successfui developmental
states of southeast Asia were either counter-revolutionary states facing
or recentþ having faced, a serious communist threat (Thailand, Malaysiã,
Indonesia), or liberalizing post-revolutionary states concerned to avoid
alienating their mass support base (Vietnam).

on close inspection, however, communism and anti-communism are
not the whole story here. communism in Malaysia was almost entirely an
affair of the country/s ethnic chinese minority, whereas the beneficiaries

Diverging Paths: Explanations ønd Impkcøtions 45

for Development Cooperation
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cannot create the revolutionary threat which inspired such policies in
some Asian cases; neither is there much evidence that electoral democ-
racy can generate the same kind of salutary political pressure on African
(or indeed Asian) govemments. Nor is it possible to alter colonial history
or the other social factors which have shaped the current attitudes of
African leaders and intellectuals to rural and agricultural development.
However, the recent success of intemational actors and institutions in
promoting market reforms and sound macroeconomic policy in A-frica
gives grounds for hope that those same actors and institutions can achieve
something similarwith respect to pro-poor, pro-rural public spending too.

This guided redirection of poliry and spending priorities need not
be a matter of attaching restrictive conditions to foreign aid and loans.
That kind of leverage is in any case less powerful than in the past, now that
more and more A-frican governments are no longer in budgetary crisis and
the appearance of new sources of finance and investment, notably in Asia
itself, have made Africa less dependent on western aid and international
financial institutions. what can perhaps be done instead is to change
the mindset of African elites by insistently drawing to their attention the
fact that successful development elsewhere in the developing world has
been achieved by means of inclusive, pro-poor, pro-rural strategies. This
ideological effort-if it can be called ideological, given that it is based
on historical observations rather than arguments from principle-should
take clear preference over historically much less well-founded admoni
tions regarding the importance of good governance, democracy, or even
free trade.

we have seen how quickly the mindsets of southeast Asian policy-
makers were in some respects changed when they grasped certain practi-
cal truths regarding what works, and what does not work, in development
strategy' The most important lesson that has not yet been widely under-
stood in Africa is that the pro-poor strategies really are the historically
proven way not only to relieve rural poverry, but also to initiate processes
that can bring prosperity to whole countries, setting them on tlie surest
known path to the kind of industrial and urban modemity which African
elites have always aspired to. It is hard to believe that there are many
A-fricans who, having taken cognizance of this vitar lesson from develop-
ing Asia, will not draw from it some practicar conclusions regarding whàt
their own governments should do in order to restore the dignity of theil
countries and their continent.
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Lewis

variations in development among Southeast Asia and Sub-Saharan
provide some of the most notable contrasts in the contemporary

world. In 1965, as colonial rule receded in both regtons, aver-
incomes in Africa were as much as 4o per cent greater than those in

Asia. With abundant natuïal resources and lower population
on the land, Africa's prospects appeared comparatively promising,

end of the r97os, however, incomes converged as Southeast Asia,s
growth sur?assed the increasingly distressed African economies.

than two decades after independence, much of Sub-Saharan Africa
a sharp economic downturn that gave way to prolonged stag-

and deepening poveúy. During the same period, several countries
Asia (Indonesia, Malaysia, and Thailand, followed by Viet-

saw the advent of sustained high gror,uth and diminishing poverfy.
middle of the r99os, average incomes in Southeast Asia were nearly
those in Sub'saharan Africa, a gap that has persisted during the

decade. The contrast in GDP per capita is a proxy for a wider range
differences in livelihoods and well-being, along wirh dis-

in economic structure.
separate paths of economic change are especially notable when

the likenesses in structure and history among many coun-
Ín these regions. Both areas were colonized by European powers,

referred to as "Africa, for brevity, we are referring to 49 states in A.frica south


