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Abstract

For much of the last 30 years, Africa has commonly been considered the world’s
greatest developmental failure — plagued by economic decline, corruption, AIDS,
environmental degradation and conflict. While the overgeneralised nature of this
‘Afro-pessisimist’ discourse was problematic, the extent of economic decline of
much of the continent cannot be denied. However, more recently, the number
of conflicts on the continent has declined, rates of economic growth have dramatically
improved and poverty may be reducing for the first time in decades. This article
investigates the depth, structure and significance of Africa’s current economic
recovery. While recent academic work has been paid much attention to the rising
role of Chinese trade and investment in the continent, it argues that this is only
one among other significant trends explaining the current conjuncture. While
investigating the environmental and economic impacts of recent Chinese trade
and investment, the article seeks explores whether or not the re-alignment of
differently scaled social processes opens up the possibility of a poverty-reducing
‘developmental regime’ for the continent.

Introduction: From ‘Lost Continent’ to Revival? The Redevelopment of
Capitalism in Africa

In recent decades, development geographers and political economists have
been concerned with the nature, construction and impacts of globalisation
in Africa South of the Sahara. In particular, they have explored the ways in
which people and places have experienced ‘adverse difterential incorporation’
into the global economy (Bush 2007). However, increasing interconnect-
edness between places (globalisation) is a contradictory process, generating
inclusion and exclusion simultaneously, rather than being a fixed-end state.
Thus, it also presents opportunities for African economies, such as better
global market access (Stiglitz 2005).

In the wake of the debt crisis of the 1970s, and consequent austerity
programmes sponsored by the World Bank and International Monetary Fund
(IMF), the 1980s and 1990s were the ‘lost decades’ for development in much
of Africa. Much of the continent appeared to be becoming part of the
‘Fourth World’” — unworthy even of exploitation by global capital (Castells
1998). Poverty increased and the economic base of the continent declined
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— with small (in terms of population), though significant exceptions such
as Botswana and Mauritius. For example, gross domestic product (GDP)
per capita for sub-Saharan Africa (SSA), excluding the ‘economic giants’
of South Africa and Nigeria, fell 2.1% in 1980, and 2.3% in 1990 (World
Bank 2006a). In part, this was to do with price reductions for primary
commodities — Africa’s main exports.

According to the United Nations Conference on Trade and Development
(cited in Bond 2005), if the terms of trade (prices for imports versus exports)
had stayed the same for Africa from 1980 to 2000, the continent would
have had twice the share of global trade that it did, and average incomes
would have been 50% higher. In some cases, economic decline was associated
with outbreaks of political instability and civil war, as in a context of acute
poverty the opportunity cost of involvement in rebellions is near zero
(Soludo and Ogbu 2004). In ethnically divided societies with contracting
economies competition over resource rents may be particularly acute.

The 2000s have been different, however, given the cyclical nature and
evolving spatio-temporality of globalisation. The technologically and
institutionally dynamic nature of globalised capitalism creates new alignments
between differently scaled social processes, changing the nature of incor-
poration and opening up and closing down development possibilities for
particular places. The geographical boundaries and social nature of inclusion
and exclusion are not only constantly reproduced, but also dynamic.

The number of civil wars on the continent has declined since 2002
(Human Security Centre 2005), with seemingly intractable conflicts ending,
or at least being substantially brought under control, in Sierra Leone, Liberia,
and the Democratic Republic of Congo (Frazer 2006); a new and genocidal
one in Darfur, Sudan, notwithstanding. In addition, economic growth
has dramatically revived on the continent. Africa now hosts seven of the
world’s top 20 fastest growing economies (African Business 2007). For
example, based on increased oil prices and production, Equatorial Guinea’s
economy grew at over 20% p.a. from 1996 to 2005 (Broadman 2007a) and
there are now 13 middle-income countries in SSA (Ndulu et al. 2007).

Opverall, growth is projected to be 6.1% for SSA in 2007 by the IMF
(2007), just shy of the 7% that some international plans argue is necessary
for sustainable poverty reduction (New Partnership for Africa Develoment
[NEPAD] 2001)." Indeed, the World Bank (2006a, 2) claims ‘the region’s
higher economic performance is not transitory but is rather a structural
break from the past’ Furthermore, the latest United Nations (2007)
Millennium Development Goals Report 2007 statistics show that for the first
time in decades poverty in SSA declined from 45.9% in 1999 to 41.1%
in 2007, although the calculation and meaning of these statistics is
open to interpretation and dispute (Kaplinksy 2005; Kiely 2007; Pogge
2002).

Much recent economic growth in Africa has been driven by the
impacts of Asian, particularly Chinese and Indian, trade and investment,
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I Rising in the East
Sub-Saharan Africa’s trade with China, EU and
United States as % of total trade
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Fig. 1. Reproduced by permission of The Economist.

and US demand for oil (Figure 1), with China taking roughly five times
more African exports than India (Broadman 2007b). However, there are
questions around whether the extant and emerging economic ‘superpowers’
increased involvement on the continent will merely re-invigorate and
re-inscribe the colonial mineral and cash crop export economy, or whether
they might build transformative development partnerships with the continent
(Alden 2007). In other words, does their increasing engagement portend
an ‘African Renaissance’, or is it consonant with previous rounds of
economic restructuring that will ultimately exacerbate environmental
degradation and deepen impoverishment?

One of the problems of capitalist development in Africa has been the
long-lived exploitative links or ‘intransitive articulation’ between it and
other peasant modes of production on the continent (Lonsdale 1981). In
the 1980s, such was the extent of economic decline that many peasant farmers
sought to delink themselves from capitalist trade relations and the exploitations
of the state, engaging in a ‘silent revolution’ by concentrating on subsistence
farming (Cheru 1989). However, the recent revival of economic growth and
rising commodity prices suggests a deepening of commodity relations on
the continent and when combined with large-scale Chinese infrastructural
investment this constitutes a round of restructuring (Lovering 1989) that
will redevelop capitalism on the continent, although the outcome of this
process is, as yet, indeterminate.

This review article seeks to interrogate the drivers, dimensions and
durability of Africa’s economic recovery. In particular, it seeks to examine
whether or not the new scalar alignment constitutes or enables the creation
of a poverty reducing ‘developmental regime’ for the continent (Pempel
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1999). For sustainable development to take place constraints at different
scales must be unlocked.” In particular, it examines the impacts of Chinese
involvement, as the country with the most rapidly growing presence on
the continent.

The article begins by discussing the impacts of recent Asian trade and
investment on the continent, noting the complimentary nature of the two
regional economies. The next section discusses other global factors in Africa’s
current economic recovery, particularly higher global economic growth,
and the associated and ongoing technological revolution, and the impacts
of multilateral debt relief. The subsequent sections discuss the impacts of
South Africa’s re-integration into the continental economy and changes in
national governance. The current growth recovery is heavily resource-driven
and the next section discusses the environmental and economic impacts of
the commodity boom, followed by a discussion of the impacts on manu-
facturing. The article concludes with a discussion of future prospects for
structural transformation. It argues that while African economies are
becoming more resource-based, there is also potential for economic diver-
sification and sustainable poverty reduction if resource rents are captured
and ‘sown’ effectively. Higher prices for exports, cheaper imports, new
infrastructural investments, the use of new technologies and debt relief have
opened a window of opportunity for the continent. National and regional
social struggles for more accountable states and greater autonomy in policy-
making will be key to taking advantage of this potentiality.

The New Inter-regionalism: The Asian Connection

During the 1990s and 2000s, much was written about the need for
deeper regional integration in order to renegotiate Africa’s engagement
with the global economy (e.g. Mittelman 2000). However, Africa’s
growth dynamic is increasingly driven by Asia: the most dynamic pole
of the world economy, as African and Asian growth rates have converged
(Ndulu et al. 2007). Many Asian economies have industrialised and have
transitioned from colonial-style exporters of raw materials to resource
importers. China is now the world’s largest consumer of oil and copper
(Lemos and Ribeiro 2007).

The explosive growth of the Chinese economy, at 10% a year for the
last 30 years, has sent reverberations around the world. At this growth rate,
an economy doubles in size in just over 7 years, and with a population of
1.3 billion people this creates massive demand for resources. Some local
examples of how China’s demand for resources have been felt worldwide
include the theft of ‘man-hole’ covers from streets around the world during
2004; 24,000 of them in Beijing itself, as the price of steel more than
doubled during that year (Muir 2004; Shinan 2005), and the fact that slag
heaps outside mines in South Africa are now themselves being mined, as
mineral prices have risen (Mining Review 2004).
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There have been dramatic increases in foreign direct investment (FDI)
and trade between China and Africa. Asia now takes 27% of African exports,
compared to 14% in 2000, whereas the European Union share of African
exports halved from 2000 to 2005 (Broadman 2007a). Africa and China
are also increasingly linked through networks of hundreds of thousands of
African traders living in China and vice versa (Alden 2007). Given the
scale of its impact, China’s role in Africa is now the primary issue of concern
in Africa’s international relations (Taylor 2006; see also Mawdsley 2007).

There are over 800 state-owned Chinese companies invested in Africa,
and China is intent on creating a paradigm of globalisation favourable to
it that merges state and market mechanisms (Alden 2007; Ramo 2004).
As many Chinese oil companies, for example, are state-owned and subsidised
they can take a long-term strategic approach to business planning, rather
than being subject to the imperative and disciplinary effect of quarterly
stock market returns. Consequently, the Chinese model of globalisation is
in contradistinction to the ‘Anglo-American’ approach of minimal state
involvement in the economy, although Western companies often receive
implicit subsidies from their governments via export credit guarantees and tied
aid, which contribute substantially to indebtedness in Africa (Hertz 2004).

Chinese interest in Africa has been heavily concentrated in the oil sector,
with Nigeria, Angola and Sudan as major exporters. Chinese imports of
African oil and gas grew over 50% per annum from 1994 to 2003 (Rocha
2007). Indeed, oil investment now represents over 50% of FDI into the
continent, mostly into Nigeria and Sudan (Watts 2006; World Bank 2006a).
Over 40% of Sudan’s exports now go to China; almost all of it oil. However,
perhaps the most important effects of China’s growth have been indirect
(Broadman 2007a), by driving up commodity prices, Africa’s main exports,
globally (Figure 2). Asia is acting as the ‘locomotive’ for the global economy
as it imports more from the developed economies, which then grow and
import more from Africa (Jenkins and Edwards 2000).

Oil prices have also been affected by supply constrictions resulting from
the war in Iraq, the country with the world’s second largest reserves of oil
(Klare 2005). Also, as ‘peak oil’ approaches, when more than half of the
world’s reserves are exhausted, but the global economy continues to expand,
prices will inevitably continue to rise. China by itself accounts for 40% of
total global growth in oil demand (US Energy Information Administration
cited in Pan 2006). Some refer to the growth dynamic of global capitalism
in the context of finite natural resources as generating an ‘ecological
contradiction” (O’Connor 1994). This contradiction finds geographical
expression in the plundering’ of African resources and environments to fuel
economic growth elsewhere. This is facilitated, for example, by planes taking
food from Africa to feed Europe bringing arms in exchange (Sauper 2006).

Primary commodities represent around 80% of SSA’s merchandise or
commodity exports (Siddigi 2007a). Indeed, in 2006, energy and metals
accounted for 75% of Africa’s total exports (Siddiqi 2007b). This export
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Fig. 2. Primary Commodity Price Index in real (adjusted for inflation) terms, and in U.S. dollars
and Special Drawing Rights (SDRs). Reproduced by permission of the International Monetary
Fund.

profile is leading to a regionalisation of trade with Asia, with East Africa
primarily supplying agricultural goods, Central and Southern Africa supplying
minerals and the Sahel and West Africa supplying oil (Figure 3). As prices
have risen least for agricultural products, the economy of East Africa grow
more slowly. Malawi, which recognises Taipei over Beijing, and whose main
export is tobacco, saw its economy grow by just 2.6% in 2005 (World Bank
2007; Field Notes, Lilongwe, Malawi, March 2007).* East Africa was the
only one of five subregions in the subcontinent to record a negative trade
balance in 2004, equivalent to 12.3% of GDP, whereas Central and
West Africa recorded trade surpluses of 19.7% and 12.9%, respectively
(Organisation for Economic Cooperation and Development and African
Development Bank 2006).

Commodity prices are likely to remain higher for the foreseeable future
as China and India continue to grow (Zafar 2007), barring a global
economic meltdown or recession, both of which remain possible (Dumas
and Chylevam 2006; Wehrfritz 2007). However, there are also other factors
that are contributing to Africa’s economic growth and recovery.

The Global Context and Africa’s Recovery: Growth, Technology and Debt Relief

‘Unequal trade’ (de Janvry 1981) has long bedevilled African economies
as prices for primary commodities have tended to fall and prices for higher
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Geographical distribution of
Africa’s exports to Asia
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Fig. 3. From Broadman (2007a). Reproduced by permission of the World Bank.

value manufactured products have tended to rise, leading to both trade and
debt traps. However, currently, ‘there is a significant category of manufactures,
particularly those in which China participates, in which prices appear to
be falling’ (Kaplinksy 2006a, 49). Thus, African countries may gain from
lower import prices; except oil, for those that import it (Figure 4). Thus,
the structure of Asian growth, combined with the power of major global
buyers, such as one of the world’s largest companies — Wal-Mart — who
engage in ‘cost-down’ and ‘cross-cost’ sourcing, may be inducing a secular
reversal in the terms of trade between primary and secondary products
(Kaplinksy 2005, 2006a).
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Arguably, the global economy has entered a new phase, characterised
by higher growth, as information and communication technology (ICT)
unlocks growth potential across sectors (Perez 2002 cited in Kaplinksy 2005).
In the 1990s, Ankie Hoogvelt (1997) characterised the global economic
system’s geography as one of ‘imploding capitalism’, as capital flows and
trade were largely confined to the rich countries and developing East Asia.
However, partly as a result of increased demand for natural resources,
the system is now, once again, becoming more geographically extensive.

While still miniscule, in relative terms, Africa’s share of global FDI has
risen to 1.8%; attracting absolute amounts roughly three times what they
were per year in the 1990s (Broadman 2007a; Voltairenet 2007). These
developments are related to long cycles of boom and bust in the global
economy, based on developments in technology (see Knox and Agnew
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1998), with China now the world’s largest exporter of high-tech products
(McCormack 2006). However, the diversification of FDI and trade flows
1s also driven by other economic and political imperatives. For example, larger
homes and more sport utility vehicles in America have driven energy
consumption higher, as have Internet server farms — each one of which
may use the same amount of power as all the homes in a city such as
Honolulu (C/NET 2001). Partly as a result, the USA is also eager to
diversify oil supplies; away from reliance on the Middle East to Africa and
Central Asia (Carmody 2005).

Much of Africa’s current growth is driven by oil; by energy usage for
consumption in the USA and increased demand from productive uses in
China. Ninety-three per cent of SSA exports to the USA, excluding South
Africa, were energy products, mostly oil, in 2006 (United States International
Trade Commission 2007, quoted by H. Stein, personal communication).
While some see the geography of African oil economics as equivalent to a
new form of ‘triangular trade’, similar to slavery, between the USA, Africa
and Europe (see Rowell et al. 2005), the ‘triangulation effect’ on African
economies would appear to be more between the USA and China.
Indeed, it may be possible to speak of a new ‘global growth triangle’, with
Africa supplying resources, China manufacturing capability and the US
consumptive power, partly based on the seigniorage afforded by the dollar
still being the primary global reserve currency. For example, Angola is
now China’s largest supplier of oil (Alden 2007) and the US is China’s main
export market. These arrangements find institutional expression in the
Africa—China—USA trilateral dialogue (Council on Foreign Relations 2007).

The globalised economy is dependent on territorially fixed forms of
resource extraction, generating resistance and conflict (Omeje 2005). The
extractive social relations and problems that the high-tech oil platforms
dotting Africa’s coastline bring with them is captured by their local moniker:
‘mosquitoes’ (Shaxson 2007). However, as Kransberg’s first law states:
technology is neither good nor bad; it depends on the uses to which it is
put: that is, the social relations in which technology is embedded matter.

The ongoing global technological revolution is having other important
impacts on Africa. Backwardness can sometimes be advantageous if it creates
opportunities for technological ‘leapfrogging’, as ‘late-comer’ institutions
and capital are not locked into older technologies, enabling quicker
uptake and diffusion of new ones (see Okpaku 2006). Mobile phone
penetration rates have risen dramatically on the continent, transforming
the way in which much business is conducted, through mobile phone
banking, for example. The world’s largest mobile phone maker, Nokia,
sees Asia and Africa as the key growth markets in the next 10 years
(Unstrung 2007). In fact, Africa has the fastest growing mobile phone
market in the world, growing 66% in 2005 alone, to now give a total of
250 million subscribers on the continent; up from 10 million in 2000,
despite the fact that communication costs are five times higher in relative
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terms than in the developed countries (Africa Monitor 2007; Gillwald
2005; RNCOS 2006).

Peasant farmers may benefit from this technology as they are able to call
ahead to find out where to get the best prices for their products (James 2002;
Von Braun and Torero 2006), although the poverty reduction potential of
ICT usage should not be exaggerated (Duncombe 2006; Muloney 2006).
In many countries in Africa, mobile phone companies are among the
biggest and largest tax payers (The Economist 2006a). However, one of the
largest mobile phone companies on the continent, Celtel, was recently
bought by a Kuwaiti company, repeating a historical tendency for successtul
indigenous businesses to be taken over by foreign capital.

The development of new fibre optic cables linking Africa to other
continents has also dramatically reduced the costs of international phone
calls and Internet access and opened up new economic activities. Eighty
thousand people are now employed in South Africa in call centres
(Benner 2006), along with others in Ghana. This will enable many
African countries to transcend the colonial legacy where phone calls,
even between neighbouring countries, had to be routed through Paris
or London, dramatically raising costs.

There is also, however, a menacing underside to this new technology,
as control over the precious metal coltan, without which mobile phones
and other personal electronic devices would not work, was implicated in
the civil and interstate (‘cinter-state’ or network) war in the Democratic
Republic of Congo (DRC) from 1998 to 2003 that killed several million
people (Nest 2006). Also the shift to using cassiterite, instead of lead, in
electronic circuitry for environmental reasons by the European Union and
Japan has also recently been implicated in horrific exploitation and environ-
mental degradation in the DRC (CNN 2006).

If increasing ICT usage may be considered one of the ‘positive flows’
of globalisation, Africa has experienced many of the ‘negative flows’, such
as debt and resource extraction. However, recently, the global social justice
movement has been successful in securing substantial debt relief for heavily
indebted African countries. In 1996, SSA’s external debt was equivalent
to 104% of GDP, making it the most heavily indebted region of the world
in relative terms (Carmody 2001). This had fallen to 51% by 2004, and
the IMF estimates it will fall to 25% in 2008 (IMF 2007).

Debt relief is tied to neoliberal free market reforms that have been
associated with increased poverty and inequality in the past, and certain
types of debt, such as that incurred under export guarantee schemes, is not
included in the Multilateral Debt Relief Initiative (Stein 2007). However,
those countries that can escape the debt trap, can potentially invest in
infrastructure and human capital up-grading, which can contribute to
economic growth, as can recently increased (though erratic) aid levels. For
example, as ‘user fees’ for primary school have been abolished in many
countries as part of their ‘Poverty Reduction Strategy Papers’,® enrolment
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rose from 56% in 1999 to 64% in 2004 in SSA (Stein 2007). Although
higher enrolments resulting from this ‘liberalisation of education’ have
put pressure on educational systems throughout Africa, with quality
often suffering as a result. In Malawi, ‘60% of the public resources at this
level are used on children who drop out before finishing primary or on
children repeating a year’ (World Bank 2004, 7). In addition to these
factors operating at a global level, the re-integration of the South African
economy into the region has had substantial impacts.

‘Bestriding the Continent Like a Colossus’, or a Lilliputian?: South Africa’s
Regional Impact

Nigeria and South Africa are, by far, the two largest economies in SSA,
with the latter more than three times bigger than the former (calculated
from World Bank 2006b). The growth and reintegration of South Africa’s
economy into its subregion and the subcontinent after the fall of apartheid
has had important economic impacts. South African companies are the third
largest ‘foreign’ investors in Africa, after France and somewhat surprisingly
the Netherlands, although it is the headquarters of companies like Shell
Oil (United Nations Conference on Trade and Development 2005
cited in Frynas and Paulo 2007). For example, South African investment,
particularly in the multibillion dollar aluminum plant in Mozambique —
Mozal — is largely responsible for that country having an average 8%
economic growth rate p.a. over the past decade (Kaminski 2007; Lockwood
2005). Although high rates of growth are easier oft a low base, GDP per
capita is still only US$320, and poverty continues to worsen in the north
of the country (Hanlon 2004).

The South African government has been active in brokering peace accords,
some would argue in part in order to open up commercial opportunities
for its companies. Allied to the peace settlement in the DRC, in which South
Africa played a leading role, President Mbeki claimed that a US$10 billion
deal on trade and investment had been done with the government and
that US$4 billion worth of World Bank tenders had been garnered for
South African companies (Bond 2006; Nest 2006).

As the South African economy, which accounts for over a third of
SSA’s GDP has been growing strongly in recent years, this has also had a
regional multiplier (Keet 2006; see Hirsch 2005 for a discussion). For the
first time in decades, South Africa created substantial numbers of jobs in the
last few years; over half a million, mostly in horticulture (Integrated Regional
Information Network 2006). However, much growth has been based on
the ‘minerals-energy complex’ (Fine and Rustomjee 1996). Nonetheless, the
fact that there is a growing regional market in Southern Africa, and that
many countries in the region have reduced tariffs far below their World
Trade Organisation commitments has made it an attractive base of operations
for some Asian companies (Cassim and Mayer 1997 cited in Hentz 2005).
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Whereas South African value-added products were for the most part
not competitive on world markets in the initial years after apartheid,
they had a competitive edge in the region (S6derbaum 2004). South
African retailers now dominate Southern Africa and ‘supermarketisation’
may mean small-scale farmers do not have outlets for their products (see
Humphrey 2007 for a discussion). In supermarkets in Zambia, almost all
of the processed products are imported from South Africa, and some
fresh ones like eggs (Field Notes, Lusaka, Zambia, January 2007).

In manufactures, South African companies are now often being out-
competed by Asian ones in the region. There are also cases where South
African companies are being outbid on mineral exploration rights by Chinese
companies. Nonetheless, they remain important actors. To some extent,
distinctions based on national ownership are becoming moot as Chinese
investors are taking out major stakes in ‘South African’ companies (Southey
2006). However, the South African impact will likely diminish in relative
terms compared to China’s as its economy is less than a tenth the size and
only growing half as fast (calculated from IMF 2007). South African half
year exports to China rose 195% in 2007 (Hazelhurst 2007). Nonetheless,
the South African government remains influential and has spearheaded
the NEPAD, which seeks to improve governance on the continent in
exchange for more favourable international relationships with the developed
countries (see Taylor 2005a).

National Factors: ‘Good’ Governance

The World Bank (2001, cited in Mkandawire 2005) attributes much of Africa’s
improved economic performance to better ‘governance’ or management
of public affairs. In 2002, the African Union estimated that the continent
lost up to a quarter of its economy to corruption per year; much of this
leaking out in illegal capital flight abroad (BBC 2002). An oft-quoted
statistic 1s that 40% of Africa’s private wealth is held overseas (Collier 2007).
The international donor community has conveniently emphasised national
governance as the principal challenge facing Africa (an internalist
explanation for underdevelopment), rather than factors such as unfair
trade and agricultural dumping of subsidised products (global governance),
in which they are implicated. Consequently, the international donor
community has been supportive of NEPAD as a mechanism to improve
governance.

Governance is fundamentally about power and how it is exercised.
Donor-promoted ‘good governance’ seeks to normalise and embed the
neoliberal accumulation regime on the continent by disciplining the
state so that it cannot ‘interfere’ in the market (Carmody 2007). However,
governance can only be good if it is democratic, so there can be no singular
definition (Mkandawire 2007). Nonetheless, macro-economic governance
has seen some improvement recently, with inflation now averaging only
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8% a year on the continent (Voltairenet 2007), making productive investment
more attractive there. Zimbabwe is an outlier, with inflation in the thousands
of percent. There shoppers race ahead of store clerks changing prices in
supermarkets, when there are things to buy.

A recent World Bank (2007) study also found significant reductions in
corruption. In part, this has been driven by disaffection among local voters
who have voted in ‘new’ governments, as in Kenya in 2002. Although
there are also continuities with the past, as the current President served as
a Vice-President under the previous administration from 1978-88 and
some supporters from his ethnic group noted that it was now their ‘turn
to eat’ from the state coffers (Wamwere 2003). The President’s dubious
re-election in 2007 has also generated mass civil unrest. In another mixed
example, former Nigerian President Obasanjo, elected in 1999, although
previously a military dictator, was instrumental in setting up an Economic
and Financial Crimes Commission. A notable and successtul banking reform
was also undertaken. Although, when the Finance Minister’s anticorruption
drive threatened to upset the apple cart prior to the 2007 election, she
was transferred to the Foreign Ministry and ultimately forced to resign
(Oloja et al. 2007). Thus, neopatrimonialism represents a type of social
equilibrium (Van de Waal 2001), although currently under challenge.

According to Christopher Clapham (2006 cited in Naidu 2006) one
reason why China’s current model of engagement ‘without political strings
attached’ in Africa has achieved its objective to date is precisely that it fits
with older models of state patrimonialism. However, Copson (2007, 143)
notes that China has interests in improving African state efficiency, if not
accountability, as ‘corrupt regimes and failing states are not going to be
able to maintain Chinese-built infrastructure or repay loans.

New Wine in Old Bottles? Impacts of the Commodity Boom

There are then a number of factors that are contributing to Africa’s current
economic growth; however, chief among these is the commodity boom.
The World Bank’s chief economist, John Page, has noted that one of the
features of Africa currently is the great diversity of economic performance
across countries. Others refer to a ‘two speed Africa’ (Goldstein 2006). From
the mid-1990s, 16 SSA countries have seen average economic growth over
4.5%, whereas the 13 slowest growing economies have averaged only 1.3%
(World Bank 2006b). Consequently, the standard deviation of average annual
growth in SSA doubled from 2% to 4% from the 1980s to the 2000s.
In large measure, this is driven by differing resource endowments (Zafar 2007;
Figure 3), with the fastest growing economies in Africa being ‘petro-states’.

Copper production in Zambia has more than doubled from 2000, as
the price rose almost seven-fold, before falling back more recently (The
Economist 2005, 2006b; Siddigi 2007b). Copper and copper products
dominate the country’s export basket, as along with the associated mineral
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cobalt, they account for almost 80% of exports (CSO 2007). Much of the
new investment, including a touted copper smelter, is being undertaken
by Chinese companies (Mulenga 2006). While the new jobs and economic
growth created by the revival of the industry are to be welcomed, there are
a number of concerns. The industry is characterised by a harsh labour
regime, as in some Chinese-owned mines labourers never get a day off
(Dixon 2006). Wages are very low, with workers at the Chambishi mine
in Zambia paid US$45 a month (Sautman and Hairong 2006). Safety
standards are also poor, as an explosion that killed dozens of people at one
of the mines in 2006 demonstrated. Also, as copper is a non-renewable
resource, there are concerns about the sustainability of the industry. Indeed,
a recent report for the World Bank (2006¢ cited in Bond 2006) found
that if the costs of depletion were included, Africa is being impoverished
by the emphasis on natural resource exports.

The people of Zambia are seeing few benefits from their natural resources.
Under the auspices of the World Bank and IME in order to attract foreign
investors during the privatisation of the copper industry in the late 1990s
the government’s royalty fee was set at 0.6%; meaning the country’s resource
were essentially being given away for free, just before the commodity price
boom began (see Kaunda 2002 for a discussion of the privatisation). The
power balance has now shifted somewhat, however, and there is now scope
to renegotiate contracts, as Liberian President Ellen Shirlaff Johnson has
done for iron ore deposits with the Indian company Mittal (Alden 2007).
Many governments remain leery of disturbing ‘investor confidence’,
although concerns over corruption have also led to cancellation of some
contracts in the DRC (e.g. The Economist 2007).

Collier (2007) discounts the impacts of the current boom as short-lived and
previous ‘stop-go’ growth dependent on changing conditions in the global
economy has not been conducive to poverty reduction (Amoako 2003).
A serious economic impact of the current resource boom is that many African
economies are experiencing ‘Dutch disease’. When export receipts go up,
hard currency such as dollars become more plentiful and consequently less
of the local currency is required to buy them. The impact of this is to make
imports cheaper and exports of manufactures and other price-sensitive goods
less competitive, reinforcing dependence on resource exports. During Gabon’s
oil boom in the 1980s, 96% of food was imported (Ghazvinian 2007).
While two-thirds of Gabon’s population live on less than a dollar a day,
the capital, Libreville, is more expensive than London or New York, and
per head it is the world’s leading consumer of champagne (Shaxson 2007).

The recent appreciation of the Zambian currency has put pressure on
the horticulture sector that was meant to help diversify the economy
(Voltairenet 2007). While horticulture exports continue to grow in some
countries, accounting for 65% of all of Kenya’s export to the European
Union, this has problems associated with it as it is often undertaken on
large estates, exacerbating class inequality. In Kenya, 13 companies account
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for 90% of the country’s fresh vegetable exports (Broadman 2007a), although
its development has sometimes been associated with absolute poverty
reduction (see English et al. 2006). Nonetheless, horticultural estates may
monopolise water supplies, to the detriment of local small-scale farmers
(Vidal 2006).” Furthermore, some non-traditional exports are capital rather
than labour-intensive in Africa, such as aquaculture that uses automated
fish-feeding systems (Mytelka 2003).

Africa’s reliance on primacy commodity exports is problematic because
of the potential for price instability, lack of linkage effects in local economies,
lack of technological dynamism and environmental impacts. Extensive oil
and mineral deposits have also often been associated with conflict — the
‘resource curse’. Some research suggests that countries rich in resources
have a 23% chance of experiencing conflict in any given 5-year period,
whereas for countries without resources the figure is 0.5% (Collier and
Bannon 2003; see also Billon 2007 for a discussion). In some cases, the
‘plunder economy’ (Cramer 2006), put in place during slavery and
colonialism, is being reinforced.

Environmentally, there are severe impacts of the resource boom. China
imports almost half of Gabon’s total forest exports; much of it illegally
harvested (Toyne et al. 2002 cited in Chan-Fishel 2007). The current
deforestation process in Mozambique is referred to as the ‘Chinese takeaway’
and a Chinese ship is reported to have docked in Mozambique with 4 tons
of shark fins, leading to accusations of resource colonialism. In some cases,
this risks regional species extinction, with 90% of Southern Africa’s abalone
shellfish harvested in the last few years (Alden 2007). There are also major
concerns in Mozambique about the proposed Chinese-funded US$2.3 billion
Mphanda Nkuwa dam, particularly given the country’s seismic risk as it
recently recorded a 7.5 earthquake on the Richter scale (Lemos and Ribeiro
2007). Consequently, there have been a series of environmental conflicts
associated with Chinese investment.

In 2006, the guerrilla group, the Movement for the Emancipation of
the Niger Delta, issued an explicit warning for Chinese companies to stay
away and detonated bombs in the delta (Obi 2007). The devastating
environmental impacts of oil production, spillages and gas flaring, in this
region have been extensively detailed. One and half million tons of oil has
been spilt there in the last 50 years (World Wildlife Fund cited in Ghazvinian
2007). Increased poverty and environmental degradation in the delta are
implicated in conflict there, which claims roughly 1000 lives a year.
Kidnapping and ransoming of expatriate oil workers in the delta is so rife
that many have personal bodyguards, with one bar frequented by expatriates
having barmats that read ‘Eat a lot. Fat people are harder to kidnap’
(Ghazvinian 2007, 80). In June 2007, 74 people were killed on an attack
on a Chinese oil field in Ethiopia (Powell 2007).

Resource rents available from oil tend to discourage the development
of a social or tax contract with citizens, and state accountability, as revenues
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are available to state elites from extractive enclave economies instead
(Leonard and Strauss 2003). New possibilities for corruption are opened
up in resource-rich states and Dutch disease may increase poverty and narrow
the economic base (Gary and Reisch 2005). The re-inforcement of rentier
‘petro-states’ makes economic and social development harder and exacerbates
class inequalities. You can now buy a US$7000 candelabra in Angola’s
new US$35 million shopping mall, while 70% of the country live below
the poverty line (Perry 2007). In Nigeria, where hundreds of billions of
dollars worth of oil have been pumped since the 1950s, 85% of revenues
accrue to only 1% of the population (International Crisis Group 2006
cited in Watts 2006).

Oil booms also seem to exacerbate spatial inequality within countries.
While the genocide proceeds in Darfur, Sudan’s economy is booming and
a new 1500 acre office, duplex and golf course complex is being built in
the capital, Khartoum (The Economist 2006¢). Chinese support for Sudan’s
government in order to retain access to oil has been well documented (see
Askouri 2007).

Impacts of the Resource Boom on African Manufacturing

Traditionally, manufacturing has been central to economic transformation
as a seedbed of productivity increases, exports and innovation. The increased
emphasis on oil and other mineral extraction, and the competitive
displacement of much manufacturing as a result of reduced import barriers
and appreciating currencies is resulting in a technological downgrading of
African economies (Economist Intelligence Unit 2002). However, economic
growth also opens up potential for manufacturing development.

As domestic demand has risen, and some new export opportunities are
opened up, Kenya is growing manufacturing employment; creating 5500
new jobs in the sector in 2005, while certain branches such as leather
and footwear decline, largely as a result of Chinese imports (Central Bureau
of Statistics, Government of Kenya 2007).

Countries producing goods highly demanded by China (e.g. some minerals)
may see export growth; those exporting products in competition with its output
(such as clothing) will see exports fall, while countries importing those goods
will gain from lower prices. (Stephens and Keenan 2006, 33)

China is now the ‘workshop of the world’. It combines low-labour
costs, with advanced infrastructure and skills and a ‘market Stalinist’ state
(Henderson 1993), intent on maintaining Communist Party rule through
a combination of economic growth and force. For example, it leads the world
in executions, sometime using ‘execution buses’ (Lifesitenews 2005).
Most of the world’s mobile phones are produced in China. It accounts
for 80-90% of the world’s production of soft toys and microwaves and one
town — Qiatou or ‘Button and Zip Town’ — produces 60% of the world’s
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buttons and most of our zips (The Guardian 2005). In a context where
African economies have been liberalised in the last 20 years, under the auspices
of World Bank and IMF programmes, Chinese competition has exerted
severe pressure on African manufacturers. Indeed, some speak of a Chinese
textile tsunami sweeping over the continent, which it is estimated has resulted
in the loss of hundreds of thousands of jobs (Carmody and Owusu 2007).
In South Africa, 86% of clothing imports are from China (van de Looy 2006)
and most of those who have lost their jobs are women (Kaplinsky 2006b).

Competitive displacement from Asian imports is in part because of the
poor capabilities in the sector. For example, all of Africa in 2002, excluding
South Africa, had only 0.1% of the world’s International Standards Organ-
isation 9000 certificates (Lall 2005). These certs show quality management
— a virtual prerequisite for potential exporters. The average productivity
of Zambian firms is only one quarter that of Chinese ones (Arnold and
Mattoo 2007).

A research group at the Institute of Development Studies in Sussex and
Open University in the UK has begun to systematise the impacts of what
they call the ‘Asian Drivers’ (China and India) on low-income economies
around the world. Jenkins and Edwards (2006) calculate an export similarity
index for African countries, China and India. Based on the standard industrial
tariff classification, the country facing the greatest competition in Africa
in international markets with China, is Lesotho where 89.1% of it exports
(almost exclusively clothing), fall into categories in which China also
exports. Its vulnerability to this competition was demonstrated in early 2005
when the Multi-Fibre Arrangement, which had set quotas on textile and
clothing imports around the world, was phased out and the Basotho
textile industry was devastated. Subsequently, it revived somewhat with
the imposition of ‘safeguard’ import restrictions by the USA and European
Union to protect from the Chinese import surge (see Carmody and Owusu
2007 for a discussion). However, these safeguard measures are temporary.
Nonetheless, according to Broadman (2007a, 12), there is new investment
forthcoming:

The vast majority of Chinese and Indian FDI inflows to Africa over the past
decade have been largely concentrated in the extractive industries. Because such
investments are typically capital intensive, they have engendered limited domestic
employment creation. However, in the last few years Chinese and Indian
FDI in Africa has begun to diversify into many other sectors, including apparel,
agroprocessing, power generation, road construction, tourism and telecommu-
nications, among others.

Revived economic growth offers the potential of some limited linkage
and multiplier effects in non-tradables such as heavy mining equipment,
which is ‘naturally protected’ by high transportation costs, and in services
such as construction or mobile phone repair (interview with managers
of Indo-Zambian Bank, Lusaka, Zambia, 4 January 2007; see also Kaplinsky
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2008). Debt relief and improved tax revenues mean governments have
more money to invest in infrastructure and education and health, stimulating
both direct job creation and wider benefits for economies. Also, as tax
revenues have improved, government procurement has stimulated some
new investment in manufacturing FDI. The Indian company Tata has
recently opened a bus and truck assembly plant in Zambia; the output
of which will be mostly bought by the government (India News 2006).
The growth of Asian economies has also opened up potential for increased
manufactured exports; mostly lower value-added ‘basic manufactures’, such
as aluminium, iron and steel. Exports of manufactures from Africa to China
quadrupled from 1990 to 2004 to over US$800 million (Broadman 2007a).
China recently announced that it would increase the number of export items
allowed into China from Africa’s least developed countries, that recognise
Beijing from 190 to 440 (Marks 2007). However, manufactured exports
are still relatively small compared even to the amount of services (largely
tourism) that Africa ‘exports’ — US$22 billion in 2004. For example, the
numbers of Chinese tourists going to Africa doubled from 2004 to 2005.
According to Broadman (2007a) Chinese and Indian FDI in manufac-
turing is propelling African producers into ‘cutting edge transnational
networks’. Thus, he argues that Africa is being integrated into global value
or commodity chains originating in China and India and that this ‘network
trade’ will facilitate the continent breaking out of its traditional static
comparative advantage in raw material and natural resource intensive exports.
Another way to put this is that Africa is experiencing ‘deep’ rather than
‘shallow trade integration’, which is where only the volume, price and
direction, rather than the structure of trade changes (Evans et al. 2004,
2005 cited in Schmitz 2006). This is in sharp contrast to the arguments
of Gibbon and Ponte (2005) who argue that Africa is ‘trading down’ in
global value chains. Overall, while some local market serving investment
in manufacturing is taking place in food processing and vehicle assembly,®
for example, by Asian companies in Africa, on the back of stronger economic
growth, the competitive displacement pressures on African manufacturing
are strong. Consequently, it is Asian and Western economies and actors
that are capturing many of the benefits of African economic growth.
Chinese ‘economic cooperation zones” hosting small- and medium-sized
enterprises, such as the one in Sierra Leone, have a class impact, in that the
indigenous business class remains underdeveloped (Himbara 1994). In Kenya,
75% of manufacturing is owned by the 175,000 strong ‘Indian’ population
(Soludu and Ogbu 2004). Chinese companies can outcompete local rivals
as they pay a 3% interest rate on their loans in the textile and clothing
industry, versus roughly 15% for businesses in the Common Market of
Eastern and Southern Africa region (Manchester Trade Team 2005 cited
in Kaplinsky et al. 2006).
In Osikango, Namibia, Chinese traders sell a carton of 300 shoes for
US$100 (Kaplinsky et al. 2006), which no local producer can hope to
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compete with. ‘Even in Angola’s war-torn region of Huambo, five
Chinese retailers have, since their arrival in 2000, managed to carve out
a position that has effectively closed down established suppliers and
retailers” (Alden 2005, 157). Thus, the gains from both trade and pro-
duction are largely kept within ethnic business networks, rather than
diffusing through local populations.

Infrastructure is a key constraint on manufacturing development in Africa.
Forty per cent of Africans live in countries that are landlocked (Broadman
2007a). One Chinese firm in South Africa finds that sending products to
Angola is as expensive as shipping them to China. While there are currently
major infrastructure projects being put in place across the continent, Chinese
companies often import up to 70% of the labour from China to work on
these, reducing the impact on unemployment in African countries (Rocha
2006). However, the fact that China’s US$ 1.3 trillion of foreign exchange
reserves may now be used for overseas investment projects opens up great
potential for infrastructural transformation in Africa, such as the recently
announced US$5 billion road and rail for debt package for the DRC
(Alden 2007; The Economist 2007).’

Future Prospects: Post-Neoliberalism and Industrialisation in Africa?

While many of Africa’s economies have experienced some recent recovery
in macro-economic aggregates, the impacts of this should not be exaggerated.
Sub-Saharan Africa’s total economic output is equivalent to that of Belgium
or Texas. The average size of an African country’s economy is around the
size of a town of 60,000 people in the rich world (World Bank 2000). Africa’s
average economic output per person is lower now than it was 30 years ago,
and consequently there is substantial potential for catch-up growth, even
to get back to that level (Nyamugarisa 2000 cited in African Development
Bank 2006). Even with relatively rapid economic growth, the social fabric
in many African countries is badly tattered as a result of decades of economic
stagnation. In the early 1990s, children under five in SSA were 19 times more
likely to die than their counterparts in the rich countries. By 2003, they were
26 times more likely to be dead by age five (United Nations Development
Program 2003 cited in Kirby 2006).

Economic recovery in Africa has been driven by the confluence of
regional and global factors, particularly the interaction and ‘externalisa-
tion’ of the South African, Chinese and US economies, as they are
increasingly dependent on the resources and markets of other countries
for their growth. However, as other countries’ economies in the region
are shaped by imperatives originating elsewhere, economic recovery has
remained shallow; largely confined to reinvigorating the colonial trade
structure.

A key question is whether the current economic recovery will attract back
African ‘flight’ and human capital, essential to sustained economic recovery
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(Taylor 2005b). As Paul Collier (2007, 175), formerly of the World Bank
concludes in relation to the impacts of globalisation on the world’s poorest
countries: ‘trade is more likely to lock them into natural resource dependence
than to open new opportunities, and the international mobility of capital
and skilled workers is more likely to bleed them of their scanty capital
and talent than to provide an engine of growth.

In 1999, there were more than 30,000 Africans with PhDs living outside
the continent (Cogburn and Adeya 1999 cited in Ya’u 2006) and 130,000
university graduates leave the continent each year (Wilmot 2002 cited in
Moyo 2006). While they are educated using taxpayers money, there are more
Malawian doctors in Birmingham in the UK than there are left in Malawi
(Royal African Society 2005). On the other hand, the 100,000 US dollar milli-
onaires on the continent keep much of their assets overseas (Taylor 2005b).

The indications on capital reinvestment in Africa are not promising.
Investment as a percentage of GDP remains stuck at around 20% for the
last 4 years and productivity remains low (IMF 2007; Ndulu et al. 2007),
unlike in China where gross fixed capital formation accounts for over 40%
of nominal GDP (Qin et al. 2006). Thus, Africa’s current growth cycle is
factor (resource) rather, than investment or innovation driven and conse-
quently its sustainability is open to question, with long-term negative
implications for poverty, in the absence of substantial economic diversification.
While the impacts of commodity boom have been nationally and regionally
differentiated it has been very environmentally, and relatively capital-intensive,
so the indications are that it will not lead to dramatic and sustainable
reductions in unemployment and poverty.

Greater Chinese influence may, however, allow for more pragmatism in
economic policy-making. As Joseph Stiglitz (1998, 22) noted:

China extended the scope of competition without privatising state-owned
enterprises . . . Chinese policymakers not only eschewed a strategy of outright
privatisation, they also failed to incorporate other elements of the (orthodox)
Washington Consensus.'

China 1s now an alternative source of loans to the World Bank and IME
recently providing US$2 billion to Angola. Thus, the pace at which economic
liberalisation is proceeding on the continent has slowed (Frazer Institute
2006 cited in Economist Intelligence Unit 2006). Is there then more ‘policy
space’ (Gallagher 2005) for domestic innovation or just a different master?
A report for the European Parliament asks whether China ‘will become
the world’s first industrial superpower without having to resort to colonial
practices?’ given domestic ‘overcapacity, saturation of the domestic market
[and] the need for raw materials’ (Holslag et al. 2007, 52), although Chinese
involvement in Africa involves many different motivations and dimensions
(Alden 2007).

The challenge for Africa is to move up the value chain, into manu-
facturing production and higher value-added services, to create substantial
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numbers of higher paying jobs, while also taking advantages of opportunities
in other sectors (Soderbom and Teal 2003); ‘decoupling’ economic growth
from massive environmental degradation, and providing resources to deal with
other challenges such as HIV/AIDS, which has been described as ‘running
Adam Smith in reverse’ in the worst affected countries (McPherson 2003 cited
in de Whaal 2006; see also Pollin et al. 2007). In the short term, two potential
areas where there is substantial scope for the development of indigenous
manufacturing are in agro-processing, which may be very labour-intensive,
and mineral beneficiation (Cramer 1999). For example, even though Mali
is the world’s fifth largest cotton producer, it processes only 2% of its crop
locally (Siddiqi 2007a). However, in the medium term, the focus should
be on a widening of industrialisation beyond these subsectors.

The increasing dependence of African economies on natural resources
fits into the historical continuum of extractive globalisation that has char-
acterised the continent’s engagement with the outside world (Bond 2006).
However, this may change in the future. Gibbon and Ponte (2005, 203)
argue that as labour costs rise ‘as China itself becomes more economically
mature, the prospects for Africa to build on [its manufacturing] experiences
are reasonably promising’. This will require effective innovation management,
the institution of strategic trade and industrial policies and the reconstruction
of African states so that have the autonomy (from donors in particular)
and capacity to implement them (Kaplinksy 2005; Soludo et al. 2004).
How to capitalise on the window of opportunity offered by recent
economic growth is the key challenge for donors, African populations and
policymakers.

Sustainable poverty reducing integration into the global economy will
require appropriate institutions, social capabilities, technologies and infra-
structures. As things stand few African countries would appear to have the
class structures and institutions to effectively capture and ‘sow’ oil and mineral
rents for structural transformation. The underdevelopment of domestic capital
and labour has serious consequences for governance, as it is these social
forces that have historically held the state accountable in industrial societies
(see Carmody 2007). However, there is some local business development
taking place (Fick 2006) and trade unions are mobilising in some countries,
such as Zambia, around exploitative labour conditions and practices. The last
great commodity boom after the World War II was associated with the
development of organised labour and local business, which were instrumental
in throwing off the shackles of an unaccountable colonialism (Sender and
Smith 1986). They may yet contribute to a new ‘second liberation’.
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Notes

* Correspondence address: Pidraig Carmody, Department of Geography, Trinity College,
Dublin 2, Ireland. E-mail: carmodyp@tcd.ie.

! Although per capita growth is considerably less impressive given that Africa has the highest
rate of population growth in the world.

* Perhaps analagous to the unlocking of the cryptex in The Da Vinc Code. This may occur
through a concurrence of changes in patterns of global capital accumulation and through purposive
public action.

? Plunder refers to the theft of resources through force, which has been much in evidence in
Africa. Others refer to this as ‘accumulation by dispossession’ (Harvey 2003).

*In part, this may also be because of suspected collusion between the two main multinational
tobacco buying firms in the country to keep prices down. Anxious to maintain its diplomatic
support at the UN, Taiwan has recently announced that it will buy tobacco directly from
Malawi, cutting out the ‘middlemen’ (Afriqueligne 2007).

3 ‘Cost-down’ is where suppliers are expected to reduce their prices, year-on-year. ‘Cross-costing’
is where buyers’ source quotes from different suppliers putting them in competition with each other.
® These supplanted World Bank/IMF structural adjustment programmes in 1999.

7 Soon after this TESCO introduced stickers on its products showing the number of air miles
they had travelled so that consumers could not buy them if they wished to be ‘environmentally
friendly’. However, the UK Secretary for International Development has noted Kenyan flowers
only use 20% of the energy that Dutch flowers do, including transportation, because they are not
grown in heated greenhouses.

¥ Given high-labour productivity, South Africa has established itself as a major exporter of cars,
including the recent commissioning of a General Motor ‘Hummer’ assembly plant to serve the
African, European and Asian market; the first of its kind outside the USA.

° For comparison, US forex reserves stand at about US$68 billion, or 5.2% of Chinese reserves.
' Free market reforms promoted by the IMF and World Bank.
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