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The Battle for Asia

Asia has been a crucial ideological battleground between capitalism and
communism, between nationalism and Anglo-American liberalism and between
the nation-state and globalization. This book is a history of the Asian region from
1945 to the present day. It delineates the various ideological battles over Asia’s
development by combining a critical perspective on the transformation of the
region over the past fifty years with a fresh interpretation of the shift towards
globalization.

Subjects covered include:

• theories of development;
• decolonization and the nation-state system;
• geo-politics of nation-building;
• US political and economic intervention;
• the effects of communism;
• the end of the Cold War;
• discussion of specific national trajectories in the context of regional and

international history;
• the rise of neo-liberalism;
• the dynamics of the ‘Asian Miracle’;
• the Asian crisis and after;
• Asia in the era of globalization.

Broad in sweep and rich in theory and empirical detail, this is an essential
account of the turbulent ascent of Asia and the region’s position in the global
political economy of the twenty-first Century.

Mark T.Berger is Senior Lecturer in International Studies at the University of
New South Wales. He has published widely in international journals and is the
co-editor of The Rise of East Asia: Critical Visions of the Pacific Century.
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Preface and acknowledgements

This book is the product of fifteen years of research and teaching on the modern
history, geo-politics and economic development of Asia. It also flows from over
two decades of visits to, and travels in, various parts of what is a large and
diverse region—stretching from the Indian sub-continent in the west to the
Japanese islands in the northeast. The immediate origins of the book, however,
go back to the early postCold War era. It began as an attempt to engage critically
with both the liberal “triumphalism” that attended the end of the Cold War and
the East Asian “triumphalism” that flowed from the surging industrial dynamism
of Northeast and Southeast Asia by the late 1980s and early 1990s. Over time
this study broadened into an effort to synthesize and come to grips with the
ongoing debate about the post-1945 history of Asia generally, and the
phenomenon that was increasingly known as the (East) Asian Miracle—until it
was supplanted in 1997–1998 by the (East) Asian Crisis—more specifically This
book is about the geo-politics of economic development. At the same time, it is a
sustained effort to argue that although the waning days of the Second World War
and the dramatic era of decolonization and the early Cold War now appear to be
in the distant past, there is more than ever a need to adopt an historical
perspective to understand contemporary Asia and the changing global order at
the start of the twenty-first century.

This book can be read in a sequential and cumulative fashion as the chapters
move chronologically and thematically from the 1940s to the 1990s. At the same
time, some readers may want to focus on certain issues or themes: chapters 1 and
4 provide a broad overview of the geo-politics of development at a global level
over the entire post-1945 period. Chapters 2 and 3, meanwhile, are more focused
in both geographical and thematic terms. The former provides a history of
development economics with a particular emphasis on South Asia, while the
latter provides a detailed history of modernization theory as it relates to Asia
generally and Southeast Asia more specifically. Chapters 5, 6 and 7 also focus in
detail on the geopolitics of development and theories of development in relation
to Asia—neoliberalism and the East Asian Miracle, the debate over the cultural
roots and contours of the East Asian Miracle, and the rise and fall of the
developmental state, respectively. Chapters 8 and 9, by contrast, provide a



synthetic overview of the historical political economy of the transformation of
Asia from decolonization to globalization.

I started preliminary work on this book while I was employed in the Asian
Studies and Development Studies Programs in the School of Humanities at
Murdoch University. From 1994 to 1997 the School of Humanities at Murdoch
provided a particularly congenial and exciting intellectual and pedagogical
setting and I feel privileged to have worked there in that period. Since 1998 I
have been based in the School of Modern Language Studies in the Faculty of
Arts and Social Sciences at UNSW, where my involvement with the
International Studies Program, the Comparative Development Program, not to
mention the School of History, the School of Politics and International Relations
and the Department of Spanish and Latin American Studies, has provided an
exciting and dynamic context for inter-disciplinary research and teaching.

A number of research centers and institutes also provided support for this
project at various stages. I would like to thank the Asia Research Centre at
Murdoch University (where I have been a Research Fellow since 1997) and its
former Director, Professor Richard Robison. In June–July 1997 I spent a very
useful period as a Visiting Researcher at the East-West Centre at the University
of Hawaii in Honolulu, and I thank the head of Development Studies, Dr
Elizabeth Buck, in particular, for making my visit possible. I was also a Visiting
Scholar at the Centre for Advanced Studies (CAS) at the National University of
Singapore (NUS) during a key period (January–February 2000) in the early
preparation of this book, and I would like to thank the then-Director of GAS,
Professor Deborah Yeoh. From March to June 2000 I was a Visiting Fellow at
the Institute of International Studies at the University of Technology in Sydney,
and I thank the Director, Professor David Goodman. For the past couple of
years, when I am not at UNSW, I have been a Visiting Fellow at the Institute of
Commonwealth Studies (ICS) in the School of Advanced Study at the University
of London. In particular, I thank the Director of ICS, Professor Tim Shaw, for
his and the Institute’s support in the final stages of this book.

Given the broad and synthetic character of this book, the list of individuals
who have helped along the way, indirectly and directly, is, of course, a long one.
At the risk of leaving some of them out I would still like to name those friends
and colleagues who contributed to this project in significant and direct ways or in
a more indirect fashion. My thanks go to: Mengistu Amberber, William Armour,
Ed Aspinall, Mark Beeson, John Brotherton, Kerstin Calley, Bruce Cumings,
Arif Dirlik, Nick Doumanis, David C.Engerman, Marc Frey, Stephen Frost,
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Introduction
Theories of progress and the nation-state system

When future historians look back at the twentieth century, they will no doubt
view the decades from the 1940s to the 1970s as the high period of the nation-state
system. It was in these decades that the nation-state system was universalized
and the idea that the nation-state was the primary, if not the exclusive vehicle for
achieving progress was consolidated worldwide. In fact many of the big questions
about the changing role of the nation-state in the global political economy of the
early twenty-first century, and important debates about the significance of
influential contemporary theories of development, are best understood against
the backdrop of the world-historical shift towards decolonization and the rise and
transformation of the nation-state system during the Cold War.1 In particular the
limitations of the dominant theories of progress, as they emerged in the Cold
War era, and as they have been continuously revised into the post-Cold War era,
can be traced to the way in which they routinized the nation-state as their key
unit, or sub-unit, of analysis. Between the 1940s and the 1970s a growing array of
theories and policies of development (capitalist and socialist) were outlined and
implemented on the assumption that nation-states could be treated as natural
units of a wider international order. Despite both the complex history of nation-
state formation and consolidation following decolonization and the onset of the
Cold War, and the significant changes associated with the reorientation of the
global political economy since the 1970s, the routinization of the nation-state has
remained central to the dominant narratives of progress at the start of the twenty-
first century

Between the 1940s and the 1970s virtually all the main theories of
development assumed that the “state” had a central and legitimate role to play in
the process of development and, at least in theory, development involved some
form of state-mediated, if not state-directed, national redistribution and even
restructuring that sought to incorporate the poorer and disenfranchised citizens
into a national development project. However, in the 1980s and then into the
post-Cold War era, the profit-maximizing consumption-oriented individual was
increasingly enshrined as the universal subject of development and the idea of
state-mediated national development as the key to prosperity was increasingly
challenged by the rise of neo-liberalism.2 A rising neoliberalism was central to
the emergence of the US-led globalization project.3 Despite this shift,



national leaders have continued to mobilize the citizens of many nation-states in
the name of nationalism and the “national interest”, while dismantling many of
the public institutions and state-owned enterprises that, at least in theory, had
underpinned the social and economic cohesion and developmental initiatives of
these nation-states in an earlier era. And many economists and other social
scientists continue to treat nations as the unproblematic beneficiaries of
globalization. Meanwhile, most intellectuals and politicians who seek to
challenge the globalization project still do so primarily at the level of the nation-
state or via the promotion of an alliance of nation-states. The fear of many is that
the globalization project represents the demise of the nation-state. While nation-
states in many parts of the world are in crisis, and in some cases have already
failed, the globalization project as it emerged by the 1980s signalled the waning
of state-mediated national development rather than the end of the nation-state in
the foreseeable future. It needs to be emphasized that the globalization project is
currently being constituted via the nation-state system at the same time as it is
radically transforming both the character of that system and the trajectories of
specific nation-states. Nation-states around the world have increasingly taken on
the role of globalizers in contrast to an earlier emphasis on state-mediated
national development. Thus, in many parts of the world the changes to the global
order since the 1980s have resulted in the uneven reorientation of erstwhile state-
mediated national development projects into globalizing states. However, in other
parts of the world, nation-states are not simply being reoriented from national
development to globalization. In these cases the experience of state-mediated
national development was either very attenuated or profoundly flawed and these
polities are now in the throes of crises of the nation-state and are failing, or have
already failed, as nation-states.4

The connection between the changing global political economy, the
universalization and transformation of the nation-state system and the vicissitudes
of theories of development is an important but neglected area of study There are,
of course, important articles and books on various aspects of the relationship
between US geo-politics and the theory and practice of development.5 And there
are numerous studies of the international development debate and development
theory more generally.6 There are also a number of articles and books (many of
which will be discussed and examined in the pages that follow) on theories of
development and Asia.7 However, the most common approach to understanding
the international development debate generally and the Asian development
debate more specifically (and this is apparent in most studies of Asian
development), is for commentators to begin books or articles on various aspects
of economic and political development with a brief summary of what are
understood as the main theories of development. Far less common, by contrast,
are efforts to explain the competing narratives on development in Asia and
beyond with an emphasis on the wider geo-political context in which they are
produced. The dominant narratives on economic development in Asia flow in
significant measure from the disciplines of economics and political science. This
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is despite the important role of interdisciplinary settings such as Asian Studies
and Development Studies, and the important, but very secondary role of
disciplines such as anthropology, sociology and history in development theory.
The dominant development discourse, centered on economics and political
science and closely linked to the economic policy process, continues to rest on
assumptions about the rationality and objectivity of their methodologies and
analyses. To understand the international development debate generally, and the
debate about Asian development more specifically, there is a need to place the
production and revision of theories of progress in the context of the
universalization of the nation-state system and the changing global political
economy since 1945. This book explores the main theories of development, with
a focus on Asia, via a sustained emphasis on the wider context in which they are
produced. It draws attention to the important connection between academic
approaches and popular debates about economic growth and political change in
Asia. It emphasizes the central role of US foreign policy and the wider
geopolitical struggles that have conditioned approaches to, and debates about,
economic and political development between the 1940s and the 1990s. At the
very center of this effort to trace the history and geo-politics of the Asian
development debate is a critical perspective on the question of the changing
significance of the nation-state in the second half of the twentieth century. At the
outset this introduction outlines some of the main thematic and conceptual issues
and then sets out a framework for the discussion of theories of development and
the nation-state system in relation to the transformation of Asia and the changing
global order.

The transformation of Asia and the changing global order I

Asia and the development debate I: neo-liberalism and
history

By the end of the Cold War, decades of sustained economic development in
Japan, South Korea, Taiwan, Hong Kong and Singapore, and the growing
capitalist dynamism of Thailand, Malaysia, Indonesia and coastal China, had
catapulted the region to global prominence. The dominant international image of
East Asia in this period was that decades of sustained economic growth in an
increasing number of nation-states, variously known as Newly Industrializing
Countries (NICs), Newly Industrializing Economies (NIEs), High Performing
Asian Economies (HPAEs), or simply as the Asian Dragons or Asian Tigers, had
resulted in the “East Asian Miracle”. The rise of East Asia was also often seen to
herald the coming of a Pacific Century and the debate about the sources of the
region’s economic dynamism was at the center of the development debate
worldwide. While the most influential explanations for the East Asian Miracle
represented the region’s economic success as a vindication of neo-liberalism, this
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interpretation was increasingly challenged by a number of interpreters who
emphasized the role of the state and/or cultural/national/racial
characteristics particular to the social formations of Northeast and Southeast
Asia. From the latter perspective the coming of the Pacific Century represented a
New Asian Renaissance rather than the triumph of neo-liberalism and Anglo-
American capitalism. But much of the anticipation of, or the concern about, the
twentyfirst century being the Pacific Century dissipated rapidly with the onset of
the Asian crisis (1997–1998).8 Of course, the increasing economic and politico-
military significance of the People’s Republic of China by the second half of the
1990s has ensured that great expectations continue to prevail about China’s
significant, even central, role in the region and the world in the twenty-first
century.9 The growing displacement of the Asia-Pacific Economic Cooperation
forum (APEC) by ASEAN+3 (the Association of Southeast Asian Nations,
China, Japan and South Korea) in the wake of the Asian crisis, meanwhile, has
also provided some support for exclusive and celebratory forms of regionalism.10

Nevertheless, the East Asian Miracle of an earlier era has passed into history and
the US remains the hegemonic power in the region and worldwide in the short-to
medium-term. Furthermore, as will be argued in chapter 4, the wider changes to
the global order of the past three decades mean that conventional conceptions of
the rise and fall of Great Powers shed less light on US relations with East Asia
generally, and between Washington and Beijing more specifically, in the era of
the US-led globalization project than in an earlier era.

The rise of the US-led globalization project and the transformation of the
nation-state system are bound up in part with the diffusion of neo-liberalism and
the growing prominence of neo-classical economics in the last decade of the
Cold War. By the 1980s the main policy conclusions of neo-classical economics
were becoming, or had already become, received wisdom among most of the
senior officials in the OECD nations and at the International Monetary Fund
(IMF) and the World Bank.11 The central prescription that the IMF and the
World Bank increasingly offered to governments around the world was that
underdevelopment was caused by excessive state intervention in the economy.
They argued that selling state-owned corporations, opening up to foreign
investment and getting rid of government regulations on prices and markets
would encourage economic growth and efficiency. While the shift to neo-
liberalism was not nearly as pronounced in Asia as in other parts of the world,
such as Latin America, efforts to promote neo-liberal economic policies were on
the rise in the region by the 1980s. In fact, the rise and diffusion of neo-liberal
ideas paralleled the growing interest in the economic dynamism of East Asia. By
the end of the 1970s, Japan, South Korea, Taiwan, Hong Kong and Singapore,
because of their success with export-oriented industrialization (EOI) starting in
the 1960s, had been identified by proponents of neo-classical economics as
exemplars of laissez-faire. Having conflated EOI with free-trade, neo-classical
economists pointed to the experience of post-1945 state-mediated national
development in Latin America and Africa not only as evidence of the failure of
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the importsubstitution industrialization (ISI) model, but as evidence of the failure
of state intervention more generally. By the 1980s, advocates of neo-liberalism
were seeking ever more assiduously to incorporate the rise of Asia into a neo-
classical narrative on Asian capitalism specifically and capitalist transformation
more generally. For example, Deepak Lal, a prominent exponent of neo-
liberalism, went so far as to argue in 1983 that South Korea’s “success” as a Newly
Industrializing Country had not only not been a result of state intervention but
that its “success” had been “achieved despite” state “intervention”.12 A decade
later the lead article in a special edition of the Far Eastern Economic Review,
celebrating twenty years of “Asian Growth”, argued that the key to the region’s
“economic boom” was a combination of “hard work, low taxes, high savings
rates” and “minimal government”.13

However, the late 1980s and early 1990s also saw the emergence of a growing
challenge to neo-liberalism on the part of the government of Japan.14 In fact, in part
as a result of the September 1985 Plaza Accord, the “external reach” of the
Japanese state, via foreign investment and aid programs, had increased
significantly by the end of the Cold War. This resulted in a range of attempts by
the Japanese government to encourage governing elites in the nation-states in
which Tokyo enjoyed growing influence to view economic development in more
strategic and interventionist ways than was advocated by influential institutions
such as the World Bank.15 Nevertheless, the early post-Cold War era saw the
consolidation of the “Washington Consensus”, centered on the acceptance
(enthusiastic or reluctant) of the neo-liberal reform package promoted by
organizations such as the International Monetary Fund (IMF) and World Bank.16

More broadly, the demise of the Soviet Union reinvigorated support for, and
resulted in the unalloyed celebration of, the particular neo-liberal form of
capitalism, which had emerged in the 1980s, as both universally applicable and
superior to all other modes of economic development. By the early 1990s,
however, the World Bank was increasingly seeking to accommodate the
Japanese challenge, while retaining its basic commitment to neo-liberalism. The
effort to at least gesture towards the important role of government (emphasized
by Tokyo) was reflected in the opening address of the annual World Bank and
IMF meeting in Bangkok, in October 1991. In this address, the new president of
the World Bank, Lewis Preston, asserted that the demise of the Soviet Bloc had
led to “the broad convergence of development thinking which has replaced
ideological conflict”. He asserted that there was now a consensus spreading
around the globe based on the free-market, a balance between the private sector
and government and sustainable economic growth.17

This was the setting for the publication of the influential 1993 World Bank
Report on East Asia.18 The 1993 study, which was funded by the Japanese
Ministry of Finance (MOF), was a profoundly political document that reluctantly
conceded that government intervention had played some role in economic
development in East Asia. Despite its concessions to government intervention,
the report was criticized by the Japanese Ministry of Finance and by proponents
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of the developmental state for still not placing nearly enough emphasis on state
intervention and industrial policy.19 The effort to domesticate the Japanese
challenge to the dominant neo-liberal conception of capitalist transformation was
taken further in the World Development Report 1997.20 Overall, however, this
study (which emphasized the need for an “effective state” that could act as an
ostensibly neutral arbiter) remained inoculated from political questions, while the
wider historical context was sidestepped and the authoritarian character of most
of the developmental states in Asia was given implicit, if not explicit, legitimacy.
The report’s appearance coincided with the start of the Asian financial crisis in
mid-1997 and efforts to learn the lessons and significance of the East Asian
Miracle quickly gave way to a new debate about the causes and consequences of
the Asian crisis. With the Asian crisis, there was also a further assertion of US
hegemony, via the International Monetary Fund (IMF) in particular, and neo-
liberal economic policies were further imposed/embraced, at the same time as
they were represented more than ever as the key to universal prosperity.21

Ultimately, efforts by the Japanese government (which will be examined in more
detail in chapter 5, not to mention advocates of industrial policy and the
developmental state who will be discussed in chapter 7) to challenge a neo-
classical reading of the East Asian Miracle were domesticated on terms set by
the liberal institutions and discourses of the global political economy and the
nation-state system. In the aftermath of the Asian crisis the one-time
developmental states of East Asia have been increasingly subordinated to the
post-Cold War neo-liberal order. By the end of the 1990s the dominant neo-
liberal narratives had undergone considerable revision, while remaining
committed to a Eurocentric and technocratic approach to capitalist development.
As will be outlined in more detail in the book that follows, the dominant
interpretations of capitalist development have increasingly retreated from a
historically grounded understanding of the transformation of Asia. By contrast,
the emphasis throughout this book will be on the need to historicize development
and historicize theories of development.

Theories of capitalism I: “The Great Transformation”

To a considerable extent, liberal and neo-liberal interpretations of nation-states
and capitalist development in Asia and beyond not only remain grounded in a
routinized notion of the nation-state, but are also centered on a romanticized and
naturalized conception of the history of capitalism in Western Europe (and
latterly North America).22 The national industrial paths followed by England and
the United States, in particular, and the rationality and reason of the
Enlightenment more generally, are often still implicitly assumed to be, or
explicitly represented as, providing lessons in development for the rest of the
world.23 Even though economic history has been increasingly marginalized by
the rise of neoclassical economics, in part because the former represents a
challenge to the ahistorical character of the latter, the evolutionary and
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celebratory assumptions on which neo-classical economics rests are supported
and reinforced by the work of a range of historians of capitalism.24 For example,
Alan Macfarlane approvingly prefaces his analysis of the English trajectory with
the comment by Adam Smith that “little else is required to carry a state to the
highest degree of opulence from the lowest barbarism, but peace, easy taxes, and
a tolerable administration of justice; all the rest being brought about by the
natural order of things”. Macfarlane then goes on to argue that between the
thirteenth and the eighteenth centuries “the English political system…guaranteed
peace through the control of feuding, taxes were light and justice was uniform
and firmly administered”, providing the framework for the development of
“competitive individualism”.25

Such an approach, however, gives insufficient weight to the wider social
conflict and political struggles that were central to the rise of capitalism and the
emergence of the modern state system in Western Europe and North America. It
also assumes the prior existence of, or fails to problematize, the nation-state.
Modern territorial states, and then nation-states, emerged as an integral part of
the rise of capitalism, and were a key element in the consolidation and
reproduction of the social forces unleashed by mercantile and then industrial
capitalism. The centralized-absolutist state forms that emerged in Western
Europe in the early modern era transcended and mediated rival social forces,
providing a partial solution to the social and political crises connected to the rise
of capitalism.26 Over the course of the shift from dynastic sovereignty to
territorial sovereignty and then to national sovereignty the state forms changed,
but sovereignty remained grounded in the state.27 The rise of capitalism and the
formation of sovereign states in Western Europe (contrary to Macfarlane’s
analysis of England) also interacted directly with the history of commercial and
colonial expansion. Between 1415 and the 1770s European conquerors, traders,
missionaries and settlers expanded overseas, aided by the growing political, naval
and military power of the rising states of Europe. This period saw major
territorial as well as commercial expansion in the Americas, but prior to the
nineteenth century most of Asia and Africa was much less directly affected by
the changes that were remaking the Americas. The industrial revolution,
however, was not only facilitated by commercial and colonial expansion, it also
dramatically transformed the character of states in Europe and dramatically
shaped the pace, extent and form of subsequent European expansion.28 During
the late eighteenth century, and over the course of the nineteenth century, many
of the modern states in Western Europe emerged, or were consolidated, as
industrializing national-imperial-states acquiring both the impetus and the
capability to embark on a process of worldwide economic integration.29 By the
end of this period, Germany and France (as well as the United States and Japan)
in particular, began to successfully challenge Britain’s primacy as the “workshop
of the world”. After 1870 these increasingly powerful industrialized and imperial
states sought to expand markets and access to raw materials through the
annexation of territory. The so-called “New Imperialism” involved an
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unprecedented scramble for empire in Africa, Asia and the Pacific between 1870
and 1914. During this period about one quarter of the surface of the globe was
distributed or redistributed as colonies among half a dozen imperial powers.30

The “New Imperialism” reached its apogee on the eve of the First World War.
However, within two decades of the end of the 1914–1918 conflagration, the
failure of Imperial Germany to attain a “place in the sun” was revisited with even
more ferocity as a new global battle for empire raged from the end of the 1930s
until 1945. Hitler’s particularly violent, racist and genocidal effort to create a
German colonial empire in Europe in the late 1930s and early 1940s was as
grounded in previous European colonial activities in Asia, Africa and the
Americas as it was in earlier attempts, by the Habsburgs (1519–1659) and
Revolutionary France (1792–1815), to dominate Europe.31 The rise of Hitler’s
colonial project in Europe was connected to the wider crisis of colonialism that
afflicted the established European colonial powers as a result of economic
depression, rising nationalist movements and the dramatic encroachment in Asia
of an expanding Japanese empire.32 This was the wider backdrop for the
cataclysm of the Second World War and the effective passing, in decades, of
empires that had, in some cases, been built up over centuries.

This brief critical counter-point to the liberal and neo-liberal narrative on the
history of capitalism outlined above is reflected in a wealth of detail in the work
of historians and political economists writing in the Marxist tradition, or drawing
on theories of historical change derived from Marxism (the Marxist tradition is
defined very broadly here to include dependency theories and worldsystem
theory). These writers have emphasized class structure and social conflict, at the
same time as they have highlighted the expansionary and transformative
(creative and destructive) character of capitalism. These themes are readily
apparent in Karl Marx and Friedrich Engels’ famous observation in the second
half of the nineteenth century that the rising bourgeoisie of North America and
Western Europe were bringing “civilization” to “even the most barbarian” parts
of the world, battering down the “Chinese walls” and compelling “all nations” to
embrace the “bourgeois mode of production” in order to create “a world after its
own image”.33 Since Marx and Engels, many historians and social scientists have
continued to conceptualize capitalist development generally and capitalism in Asia
more specifically, in terms that reflect the main themes of Marx’s work. Apart
from Marx, a list of the studies that have become cornerstones of the critical
history of capitalism would run from Karl Polanyi’s The Great Transformation
(1944) to Barrington Moore’s Social Origins of Dictatorship and Democracy
(1966).34 More recently the history of capitalism has been illuminated by, and
the liberal and neo-liberal understanding of capitalist transformation has been
challenged by, the work of Perry Anderson, Giovanni Arrighi, Fernand Braudel,
Robert Brenner, T.J.Byres, Robert W.Cox, Bruce Cumings, Hill Gates, Michael
Mann, Jeffrey M.Paige, Dietrich Rueschemeyer, Evelyne Huber Stephens and
John D. Stephens, Immanuel Wallerstein, Eric Wolf and Ellen Meiksins Wood,
among others.35 In general terms these authors attempt to theorize the historical
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development of capitalism in various parts of the world, although the European
and North American experience tends to get more coverage—Bruce Cumings is
the most grounded in the East Asian experience and his work will be discussed in
more detail below. At the same time, much of this work uses European national
trajectories as implicit, if not explicit measures, of capitalist transformation in
Asia and elsewhere. All these writers have sought to explain the variations of
capitalist development with an emphasis on the impact of colonialism and
other historical factors, paying particular attention to the relationship between
social forces and state formation. For example, Michael Hardt and Antonio
Negri have conceptualized the rise of capitalism in Western Europe as the onset
of a crisis of authority in the context of the interplay between revolution and
reaction. They argue that in this situation the emergence of the modern state, as a
“locus of sovereignty” that mediated and transcended rival social forces,
represented the temporary and partial solution to the crisis of modernity.
Furthermore, modern national sovereignty, as it emerged in Western Europe, and
was then universalized over the past two centuries, was grounded in an implicit
“affirmation of the market” as the basis of social, cultural and political life,
ensuring that, despite major challenges during the twentieth century, the
sovereignty of modern nation-states, within the wider nation-state system, was
consolidated as “capitalist sovereignty”.36

As Hardt and Negri’s analysis suggests, the work of proponents of a
historically grounded perspective on capitalism intersects with the Marxist
tradition in political economy, particularly in relation to the importance of the
connection between state formation and the social dynamics of capitalist
development.37 And over the years a number of Marxist political economists
working on Asia and Africa have emphasized the historic role of the state in
mediating the emergence and consolidation of capitalism (much of this work has
built on, while also often departing dramatically from, dependency theory and
world-system theory).38 In his important 1986 study, Indonesia: The Rise of
Capital, Richard Robison linked historical materialism to the insights of the
dependency debate, but placed his major emphasis on state and class structures in
the periphery, pointing to the relative potential for autonomous capitalist
development, and emphasizing that politics in Indonesia and elsewhere still
enjoyed a degree of freedom from external pressures. Robison argued that the
emergence and transformation of the nation-state of Indonesia after 1945 could
“only be understood and explained within its specific historical and social context”
in which “class” was a “crucial factor”.39 A key aspect of this process was the
way in which “political power” flowed from “within the state apparatus”. At the
same time, he emphasized that the institutions and language of Suharto’s New
Order as it was consolidated after 1965 were corporatist: they placed
considerable emphasis on the “common national good” and on the need to
organize politics along consensual and functional rather than competitive lines.
He located the “ideological basis” of the New Order state in a form of cultural
nationalism that juxtaposed Eastern harmony and consensus with Western
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confrontation and individualism (among other things this meant that under the
Suharto government engaging in work stoppages and strikes was illegal at the
same time as the banning of these practices was justified on the grounds that they
were alien to the harmonious and communal character of Indonesian culture).
Robison also emphasized that the emergence of a state-sponsored organicist
ideology was linked to the thinking of influential Javanese aristocratic officials in
post-1945 Indonesia who held up authority and hierarchy, along with the concept
of aristocratic obligation, as key values. He noted that these ideas had considerable
overlap with the “conservative, organic political theories of the declining
aristocracy of Bismarckian Germany and other European authoritarian
monarchies”. Writing in the early 1990s Robison concluded that, contrary to the
“liberal democratic model” that was and is widely deployed to explain the
political prospects for post-Suharto Indonesia, a “more helpful model” could be
found in “post-Bismarckian Germany”.40

While the prism of Anglo-American liberalism does little to illuminate the
Indonesian trajectory, there are also serious limits to examining the rise and
transformation of Indonesia through the prism of late-nineteenth century
Germany. As Robison’s analysis makes clear, there are key differences between
liberal and Marxist approaches to the dynamics of capitalist development. At the
same time, his analysis also exemplifies the Eurocentrism characteristic of
Marxism and of the dominant development discourse, which entails the
evaluation and naturalization of national paths to modernity in terms of their
apparent success or failure to follow a relatively limited number of idealized
North American or Western European trajectories. While, as we have seen,
liberal and neo-liberal analyses make virtually no effort to conceptualize power
relations and often treat culture in a static or deterministic fashion, Marxist
observers tend to view power in centralized terms as embedded in class relations
and state structures, while representing culture as an unproblematic ideological
function of the dominant elites. For example, while Robison addresses the issue
of culture, he deals with it in a mechanistic fashion effectively linking the culture
of capitalism in Indonesia to a particular stage in history, equating the Suharto
era (1965–1998) with late-nineteenth-century Germany This type of approach
fails to draw out the temporal and spatial particularity of capitalist
transformation.41 Furthermore it treats the nation-state as a natural unit of
analysis rather than viewing the nation-state itself as a historically contingent and
changing entity.42 If it had been possible for Otto von Bismarck—who presided
over the unification of Germany and its rise as an industrial and imperial power
between the 1860s and the 1880s—to visit Indonesia between the 1960s and the
1980s, it is not at all clear that he would have taken Robison’s view that life in
the archipelago was at the same “stage” as his homeland. Nor would a person
from Suharto’s Indonesia who was transported halfway around the world and
100 years into the past find anything particularly familiar about Bismarck’s
Germany.
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Theories of capitalism II: “the New Asian Industrialism”

The state-centered approach adopted by Robison, which was an explicit response
to both modernization theory and the rise of dependency and worldsystem
theories in the 1970s, ultimately deflected attention from the wider context in
which the Indonesian nation-state or other nation-states in Asia emerged and
were consolidated (or failed to be consolidated) following decolonization. As
Meredith Woo-Cumings has noted, observers who assign a marginal role to
“external considerations” and emphasize the importance of the state generally,
and the developmental state more specifically, tend to focus on “a world of
bureaucrats who, along with business leaders and politicians, pursue a ‘national
interest’ that is assumed away in a realm devoid of world politics, the strategic
goals of superpowers, the actions of multinational corporations, foreign aid, and
so on”.43 In part as a reaction to this trend, there are now a growing number of
writers (influenced by Marxism and world-system theory) who have adopted an
explicitly regional approach to the history of capitalism in East Asia, while
linking their analysis to global trends at the same time as they emphasize
historical specificity.44 An influential article by Bruce Cumings, which appeared
in the 1980s in an edited collection by Frederic C.Deyo (The Political Economy
of the New Asian Industrialism, 1987), drew attention to the regional character
and significance of capitalist dynamism in East Asia. Cumings also emphasized
the way in which economic growth and integration after 1945 was increasingly
centered on Japan and the US-Japan alliance. He pointed to the way in which the
Japanese colonial foundations, particularly in South Korea and Taiwan,
interacted with the imperatives of the Cold War to produce what he called a
bureaucratic-authoritarian industrializing regime (BAIR). In his analysis the
USled push to contain communism and secure a capitalist economic order in
Asia during the Cold War increasingly combined with the resurgence of
Japanese corporate activity in the region to provide the overall framework for the
“Northeast Asian Political Economy”.45 By the late 1980s and 1990s, the overall
approach popularized by Cumings had directly influenced, or was more
indirectly reflected in, the work of a growing number of historians and political
economists.46 This trend also sometimes involved a critical reworking of
Japanese economic ideas associated with the work of Akamatsu Kaname in the
1930s and 1940s and predicated on the “flying geese” (later reworked as
“product cycles”) that postulated the various colonies/nation-states of the region
and beyond, following the lead (and/or leadership) of Western Europe, the US
and Japan through successive stages of industrial development and technological
transfor mation.47

The work of Mitchell Bernard reflects an avowedly Marxist strand within this
wider effort to take a regional—global approach and to critically engage with the
Japanese “flying geese” theory.48 For Bernard, the Asian crisis and its aftermath
need to be located in a broad regional and global perspective. The events of
1997–1998 did not just involve a financial crisis, but were also a “crisis of
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production and political regulation”, which signalled the demise of the “export-
oriented” dependent capitalist development that had emerged in a variety of
historically specific ways in Asia during the Cold War. Bernard was particularly
concerned to distinguish his approach from that taken by dependency theorists.
He emphasized that, despite the importance of transnational influences,
“dependent capitalist development” can only be understood with reference to the
particular national “configuration of class forces and form of state”. This
specificity was, in his view, grounded in the localized character of “class
struggles” and the processes whereby the “internal balance of social forces”
conditioned the “production, appropriation and distribution of surplus in relation
to the local ecological base”. He argued, however, that this should not be
understood as the “structural dependence” on a state in the core by a state on the
periphery. For Bernard, the dependent element of the form of capitalism he was
trying to conceptualize referred particularly to how the “state elites and the
dominant classes or class fractions within states” retain and “reproduce their own
social control through specific relationships with agents of transnational capital
or with state elites in advanced capitalist countries”. The national elites depend
on technology, military assistance, financial support and investment, as well as
“legitimating ideologies” provided by the “advanced capitalist countries”;
however, they also “possess an autonomous local base of political and social
power”. This includes the “power to regulate the exploitation of local workers or
peasants and the appropriation of local ecological assets to maintain levels of profit
as well as levels of consumption, both in the advanced capitalist world and
among local urban-based elites”. Following this definition Bernard argues that the
rise of dependent capitalism in East Asia after 1945 was grounded in the
“confluence” of three related “processes”: (a) “the particular forms of state and
class configurations that emerged from de-colonisation”; (b) the onset of the
Cold War in the region “which enmeshed the state elites” in anti-communist
alliances with the United States; and (c) “the regionalisation of Japanese
industrial capital in a manner that integrated fractions of local capital with their
Japanese counterparts”.49

This type of approach is fruitful but, despite its historical emphasis, Bernard
like Robison (discussed earlier) conflates class analysis with historical analysis.
They both represent class and state as universal categories that are the only
salient axes of power. They also demonstrate that, while Marxism and radical
political economy approaches challenge the naturalization of capitalism by liberal
theory and neo-classical economics, they still routinize the nation-state. As a
result of these methodological shortcomings these approaches, despite their
claims to the contrary, do not draw out the historical particularity of capitalist
integration and differentiation and the role of cultural change in that process
against the backdrop of wider regional and global changes. By contrast, the work
of anthropologists, such as Robert Hefner and the other contributors to Market
Cultures: Society and Morality in the New Asian Capitalisms (1998), represents
an effort to re-establish the importance of culture in the development of
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capitalism in Northeast and Southeast Asia. They avoid the reductionist cultural
formulations that were in the ascendant prior to 1997, which will be discussed in
chapter 6. They also attempt to skirt the pitfalls of the universalizing and
ethnocentric descriptions and prescriptions associated with neo-classical
economics and with those strands of political economy and history, exemplified
by Robison and Bernard, that conceptualize capitalism in excessively unitary
terms. They do this by reintroducing the concept of “embeddedness” to examine
the different ways in which capitalism is domesticated to specific historical
circumstances. The conceptualization of culture at the center of their approach is
one that presents culture “in pluralistic and contingent terms, examining its
history and social genesis, its dependency on different social carriers and its
interaction with other forces in Asia’s ongoing transformation”. At the outset
Hefner argues that: “culture and social relations are intrinsic to politics and the
economy, not freestanding social spheres”.50 At the same time, Hefner’s analysis
operates within a revised theory of modernization that still conceptualizes change
as gradual and evolutionary. Furthermore, this approach, with its emphasis on
pluralism, downplays, or ignores, power relations and the role of the state in the
wider process of capitalist development and also routinizes the nation as a unit of
analysis. Michael Pinches, for example, has mapped out a more useful approach
to the role of culture in the wider history of capitalism. He has argued for the
need to “conceive of the relationship between” the discursive “sphere of symbols
and meanings” and the material sphere as “a broadly dialectical one, whose path
is historical and largely indeterminant”. In this context he has emphasized that
regardless of how “problematic” class relations and class differences “may be
conceptually and analytically” they remain “fundamental to an understanding of
the cultural construction” of the identities and subjectivities integral to the wider
dynamics of capitalism in Asia and beyond.51

The transformation of Asia and the changing global order
II

Asia and the development debate II: Eurocentrism and
history

By the 1980s the growing academic interest in the role of culture in the capitalist
transformation of Asia coincided with, and was in part a response to, the rise of
vigorous forms of cultural nationalism and Pan Asianism. These rising cultural
nationalisms and Pan Asian narratives explicitly sought to challenge the
Eurocentrism and power of the “West”. A number of prominent politicians and
intellectuals in the region increasingly explained the rise of Asia in terms of
cultural/national/racial characteristics and values that were distinct from and
superior to the institutions and practices associated with what was often
perceived as a decadent West.52 These popular Asian narratives were
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complemented by a range of academic studies that also explained East Asia’s
industrial dynamism in terms of reductionist conceptions of Confucianism and
Asian values.53 These attempts were also more indirectly complemented by
efforts to trace the limits or failure of national development in much of the rest
of the world to the Eurocentrism of dominant economic and political discourses
and/or of the nation-state system itself.54 A particularly influential example of
this approach is to be found in Arturo Escobar’s 1995 study in which he argued
that the dominant development discourse centered on North America and
Western Europe, which emerged in the late 1940s and early 1950s, had less to do
with development and more to do with “the exercise of power over the Third
World”. Escobar argued that both the post-1945 modernization project and the
subsequent globalization project (although he did not use these terms) were “the
last and failed attempt to complete the Enlightenment in Asia, Africa and Latin
America”.55 Escobar drew particular attention to the way in which the idea and
practice of development was consolidated after 1945 as part of the ongoing
effort to manage the contradictions of capitalism in the Cold War era. At the same
time, his overall approach to the development discourse completely failed to
capture the broader historical changes of the post-1945 era and the relationship
between these changes and changes to the dominant idea of development. In
particular Escobar neglected the way in which the modern idea of development
was consolidated as national development during the Cold War, and the way in
which between the 1940s and the 1970s the nation-state became the universal
unit of development. He also overlooked the shift, beginning in the 1970s, from
state-mediated national development to globalization. Furthermore, and this is of
particular relevance here, there is no discussion (or even acknowledgement) in
his book of the rise of East Asia or the significance of the end of the Cold War.
These shortcomings are all connected to the fact that, although Escobar
acknowledged the imprecision of the term “the West”, his analysis represented
the West as an undifferentiated motor of a destructive modernity sweeping Latin
America, Africa and Asia.56

In defense of the critical use of the term the West, writers such as Stuart Hall
have emphasized that “the ‘West’ is an historical, not a geographical, construct”.
Hall argued that the usage of the term refers to the “effects of hegemonic
representations of the Western self rather than its subjugated traditions”.57

However, usage of the term by its defenders and its challengers also serves to
reinforce a reductionist conception of the West that obscures rather than clarifies
what is at stake. For example, Ozay Mehmet, like Escobar, provides a unitary
and a profoundly static conception of the Western idea of development when he
argues that “central” to “Westernization is the idea of economic development as
‘progress’ determined according to the market forces of supply and demand
which emerged in the West”.58 This conflates the dominant neo-liberal
conception of development of the last twenty years with an immutable Western
idea of development. This homogenizes the West as much as the most ardent
proponent of Western civilization, and simplifies the complex processes whereby
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theories and practices that apparently originated in Western Europe have been
increasingly universalized and domesticated in a wide range of different contexts
around the world. Thus, while it is common, as with Mehmet and Escobar, to
represent the dominant idea and practice of development as Western, instead of
something more specific, such as “liberal”, to do so is problematic for at least
two reasons. First, while the central role of the West in the making of the
contemporary global liberal order is beyond dispute, describing nation-states and
social formations around the world as Westernized implies that the rest of the
world has become, or is becoming, similar to the West when the process is
actually a complex one of resistance and accommodation.59 Second, economic,
and political, liberalism is not the only element in the Western tradition.
Authoritarianism, Fascism and state-socialism are “nonliberal”, but clearly as
central to the history of the West as the “liberal tradition”.60 As Mark Mazower
has argued: it is comforting to believe that the apparent triumph of liberalism
with the end of the Cold War “proves” that economic and political liberalism
have “deep roots in Europe’s soil”, but the history of twentieth-century Europe
“tells us otherwise”.61 

The nation-state increasingly emerged in the late-colonial and early Cold War
era as the main vehicle for various efforts to challenge the power of the West;
however, the idea and structure of the modern nation-state itself is grounded in
Western European history and the universalization of the nation-state system
after 1945 points to the ultimately illusory character of efforts to overcome
Eurocentrism.62 While nationalism emerged in the colonies as a reaction against
colonialism, and even against Eurocentrism, colonialism provided the overall
context for the rise of the new nation-states. This has meant that the possibility
of the new nations of Asia, Africa, or the Middle East transcending their
Eurocentric foundations is more circumscribed than has often been asserted.63

This issue is addressed in the work of Akhil Gupta, who emphasizes that with
decolonization it was assumed that national development involved the
“mimicking” of the historical path of the former colonial powers. However, he
also emphasizes that the “underdevelopment” that the state-guided national
development projects were supposed to address was not simply a “structural
location in the global community of nations”, but also an important “form of
identity in the postcolonial world”. He argues that the post-1945 “apparatus of
development” produced a “new mode of global governmentality” that formally
arranged the world into a system of “equal nation-states”, at the same time as it
positioned the nation-states of the emergent Third World spatially on the
“periphery” and temporally “behind” the First World. At the heart of Gupta’s
book is the argument that the dominant development discourse (that enshrined
national development as the key to progress), and the wider global political
economy in which it operates, are key elements in “the postcolonial condition”.
Furthermore, while the concept of the postcolonial is often deployed to signify
the period immediately following formal decolonization, in his view, it is the
“decline of the order of nation-states” even more than decolonization that
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represents a “fundamental shift that might justify the use of the ‘post’ as a
temporal marker”. While the globalization project will continue to reconfigure
postcolonial subjectivities, the new forms of “global governmentality”
(embodied by a growing array of international accords, treaties, and institutions)
point, in his view, to a “deeper transformation in the order of nation-states that
underlay colonialism”. For Gupta this shift means that the notion of the
“postcolonial” is a “more appropriate modifier to forms of identity, states of
being, and modes of analysis than ever before”.64

Gupta’s analysis is insightful; however, there are major problems involved in
deploying the notion of the postcolonial condition as a means of conceptualizing
much, if not all, of the world in the late twentieth and early twenty-first
centuries. First, in the immediate post-1945 period the new nation-state of India
was central to the emergent idea of national development. It was also central to
the rise of postcolonial theory, and post-1947 India’s position as a paradigmatic
developing and postcolonial nation-state has meant that it has become a
normative model of the transition from colony to postcolonial nation-state.
Postcolonial theory and the notion of a postcolonial condition do not fit quite as
well with the history, and contemporary circumstances, of other parts of Asia.65

Such an approach can obscure the different pre-colonial histories and the way
they interacted with the differences in the timing and pace of colonial conquest.
The important differences in the length of colonial rule, the differing degrees and
forms of formal and informal rule and the pace and dynamics of decolonization all
contribute to the specificity of the postcolonial experience. In South Korea, for
example, there was a “direct handover” from Japanese colonialism to US
hegemony, while North Korea entered the Soviet orbit simultaneously.66 The
timing and character of decolonization and the dynamics of the Cold War in
Southeast Asia also varied.67 More importantly still the relevance of the concept
of the postcolonial condition, even in the case of India, has been weakened by
the rise of the globalization project and the end of the Cold War. The
worldhistorical changes of the last twenty-five years have dramatically altered
the context in which the postcolonial critique of the rise and demise of national
development operates. That is, with the ascendancy of the globalization project
and the passing of the Cold War, the very terrain on which efforts to challenge
Eurocentrism now operate has shifted so as to render problematic the idea that
the present world-historical conjuncture can be conceptualized as postcolonial.
Postcolonialism as a political-theoretical project, or series of projects, emerged in
the 1970s from diverse origins. By the 1980s postcolonial theory increasingly
provided the means for a thorough questioning and critique of the degree to
which, and the way in which, nationalist ideas and practices generally, and state-
guided national development projects more specifically, were implicated in, and
reproduced knowledges and practices that were grounded in European history. In
contrast to the 1980s, however, postcolonial theorists now operate on the terrain
created by the partial displacement of an earlier anti-colonial nationalism. At this
juncture a point of diminishing returns has been reached. Postcolonial theory
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provided an important point of departure for examining the history of the
transition from colonies to nation-states, but it is of less relevance when
grappling with the changing post-Cold War order.68

Postcolonial theory emerged as a critique of the Enlightenment project
generally, and the failure of the national development projects between the 1940s
and the 1970s more specifically; however, it has remained bounded by both
those projects in important ways. Postcolonial theory often still implicitly
accepts the framework of national politics established by the earlier national
development projects. During the Cold War anti-liberalism and anti-capitalism
were implicit in much postcolonial theory and political alternatives were
regularly assumed to involve some form of socialism.69 Thus, the postcolonial
era is defined not only by the colonial legacy, but also by the Cold War and the
rise and fall, after decolonization, of the “great experiments with socialism” of
the “Bandung Era” (1955–1975), which will be discussed in chapter 1. With the
rise of the globalization project, the passing of the state-mediated national
developmentalism of the Bandung Era, followed by the collapse of the
international communist movement (centered in complex ways on the Soviet
Union), “it is no longer clear what ‘overcoming’ Western power actually
means”.70 Eurocentrism is embedded in the very fabric of the contemporary
nation-state system and the global political economy of the post-Cold War era,
and challenging it as part of a search for progressive alternatives to the US-led
globalization project has lost much of its salience. The new and reconfigured
national trajectories of the post-1945 era have emerged in a fashion that has
meant they remain implicated in various forms of Eurocentrism that are
embedded in the vicissitudes of the nation-state system and the changing global
order. Individual and collective efforts to overcome Eurocentrism are
contaminated from the outset.71 For example, in the case of East Asia, although
powerful Asian narratives deployed ideas about Confucian or Asian values to
explain the industrialization of the region, these formulations were produced
within a wider framework that immediately and always meant that its effort to
generate what Arif Dirlik has called “alternative values to those of
EuroAmerican origin” did not represent the triumph of Eastern values, but the
successful “articulation” of East Asian cultures “into a capitalist narrative”.72

The view taken here is that the most problematic aspect of the dominant theories
of progress is not their Eurocentrism, but the way in which they continue to
assume an easy commensurability between the interests of national elites on the
one hand and those of the majority of the peoples of the modern nation-states
that have emerged in Asia and elsewhere on the other hand. For example, as
Thongchai Winichakul has argued, the effort to address the long history of
Eurocentrism and adopt a more culturally sensitive position by many “Western”
observers and academics has often resulted in the acceptance of “the established
views of the Siamese elite as the legitimate discourse about Thailand”.73
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Power and progress I: the modernization project and the
nation-state system

A key focus of this book is the way that the idea of development was
universalized as national development against the backdrop of the establishment
of the United Nations (UN), a major wave of decolonization in Asia and Africa,
and rising US and Soviet power after 1945.74 With the increasingly global reach
of the nation-state system, the nation-state emerged as the central element in a
new development discourse and a high modernist vision that targeted parts of the
world (such as Asia and Africa) for national development and nation-building,
where nation-states had often been non-existent prior to the Second World
War.75 The idea of national development and a concern with nation-building as
an ostensibly capitalist endeavor was centered on what is being characterized
here as the US-led modernization project. The content of national development
and the main elements of the US-led modernization project were conditioned by
a number of major trends that were specific to the period from the 1940s to the
1970s. To begin with, national development after 1945 increasingly involved the
representation and promotion by the US and its allies of what were originally
Western European and North American measures of, and approaches to,
political, social and economic progress as increasingly universal solutions for
large areas of the world that had previously been under direct colonial rule.
Although, as we will see, many of these particular measures and approaches had
their origins in the nineteenth and early twentieth centuries, a number of them
were only consolidated in Western Europe and North America, along with parts
of Latin America, Eastern Europe and Japan in the 1930s or even the 1940s.
After 1945 these measures and approaches increasingly involved a universal
emphasis, in theory, on the national economy and national industrialization, as
well as agrarian reform and agrarian modernization within a national framework.
As also already suggested, an absolutely crucial element was the privileging of
the role of the state (or the government) in the management of economic
development. In a wider sense, national development increasingly involved,
again in theory, a “social democratic” (the term socialism was also widely used
by governments still committed to some form of capitalism) emphasis on the
provision of public education, health care and other public institutions to
facilitate social advance and the incorporation of the majority of the population
into the process of national development. More broadly, development and
progress became central elements in national narratives and in the lexicon of
national leaders around the world.76

This emphasis was also readily apparent, albeit in different ways, in the state-
socialist versions of national development that emerged with the growing
influence of the Soviet Union.77 The new global order of the Cold War era
(increasingly framed in terms of the First World, the Second World and the Third
World) congealed around the universalization and stabilization of the pursuit of
historically specific national development projects worldwide. Outside Europe

18 INTRODUCTION



and Latin America, not to mention a small number of nation-states in Asia, such
as Japan and Thailand, new nations were generally created following existing
colonial boundaries. Between the 1940s and the 1970s the Cold War, and the UN-
centered system of nation-states, facilitated the construction or reconstruction of
nation-states and national identities within a global framework that allowed for
the dramatic addition of a range of new nations based on the former colonies.78

This involved the simultaneous reconfiguration of imperial nation-states, such as
Great Britain, France, Portugal, Holland and Belgium, as well as Japan and the
United States, into nation-states shorn of most of their formal colonial
possessions. Most importantly, the global spread of nationalism involved the
universalization, in theory, of the idea of the equality of all nations and the
equality of all citizens within all nations. The idea of nationhood carried with it a
commitment, at least in the abstract, to democracy, human rights and universal
suffrage. The UN Charter explicitly envisioned a global community of formally
equal nation-states that were expected to observe the democratic sentiments
expressed in that Charter, as well as a range of conventions on human rights.
This assumption and the conflation of development with national development
and the naturalization of the nation is encapsulated in the Declaration on the
Right to Development passed by the United Nations General Assembly in the
mid-1970s, at the very moment when the idea of development as some sort of state-
guided national process had been universalized and was starting to be challenged.
In 1976 the General Assembly resolved that all developing nations had the right
to levels of material prosperity and consumption commensurate with that
enjoyed in the developed nations.79 However, regardless of the claims to liberty,
freedom and democracy that accompanied the founding and consolidation of a
growing number of nation-states after 1945, sovereignty continued to lie with the
states rather than with the people who inhabited the modern nations. The diverse,
and often profoundly flawed, versions of national development that had emerged
and/or been consolidated after 1945 failed to live up to ideals of the UN vision or
the expectations of their own citizens at the same time as they were increasingly
challenged in the 1970s by the incipient globalization project.80

A key weakness of the dominant theories of progress is the way in which they
uncritically took and continue to take the nation-state as the key unit of analysis.
Between the 1940s and the 1970s an increasingly elaborate international
framework for national development emerged. This framework assumed that
nations could be treated as homogenous and natural units of a wider capitalist
order and development planning by national governments could, should or would
lead to outcomes beneficial to all. The routinization of the nation was reinforced
by a great deal of social science work on development. Most social scientists
took for granted that social boundaries were coterminous with the boundaries of
nation-states. In political theory, globalization and the end of the Cold War has
encouraged the problematization of the boundaries between national and
international political space; however, more empirically oriented practitioners of
political science, international relations and comparative politics have generally
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continued to accept the international and national as unproblematic foundations
for their work. Meanwhile, the most pronounced contradiction may lie with the
discipline of economics. While economic forces are widely agreed to be at the
center of any effort to understand globalization, professional economists play
virtually no significant role in seeking to critically theorize globalization.81 A
classic example of this is the influential study by Michael Porter, entitled The
Competitive Advantage of Nations (1990).82 A key text in the wider celebratory
narrative on globalization, it conflates corporations with the citizenry of nation-
states in which they are based and assumes that national economic growth
benefits all citizens of the nation. While the emergence of the globalization
project dramatically reconfigured the nation-state (and undermined the idea of
national development that had been consolidated between the 1940s and the
1970s), economists such as Porter have continued to treat the nation-state as an
unproblematic and routine unit of analysis.

Power and progress II: the globalization project and the
nation-state system

The reorientation of US hegemony in the 1970s paved the way for the
reconfiguration of the role of the state in the global political economy of the Cold
War and challenged the idea of development as a state-guided national
modernization project. The end of the Cold War further strengthened the
worldwide trend from the project of national development (in its various
capitalist and socialist forms) to what is being characterized here as the
globalization project. With the end of the Cold War there has been a proliferation
of studies of virtually every aspect of what is now widely termed globalization.
There are now a wide range of theories and definitions of globalization. A great
deal of the debate about globalization has focused on the relationship between
globalization and the nation-state. Some commentators emphasize, for example,
that the global order is being reconstituted. In this context, although the nation-
state remains significant, they conclude that it may increasingly “lose out” to supra-
national organizations and transnational corporations. From this perspective,
“there is a shadow over the capacity of the nation-state to exercise autonomy” as
the world economy becomes increasingly centered on private corporations.83

Other commentators, particularly journalists and management consultants, have
gone even further and anticipate the “end of the nation-state”.84 However, this
type of analysis fails to emphasize sufficiently that the nation-state system is
both being transformed by and playing a key role in the rise of the globalization
project. Furthermore, this is a highly uneven, and unfinished process. As James
H. Mittelman has argued, while globalization is often perceived “as a totalising or
homogenising force” it involves an ongoing process of articulation “with local
structures in diverse ways”, often “accentuating” rather than “eroding”
differences.85
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In his polemic on “globalisation theory” (as distinct from “theories of
globalisation”) Justin Rosenberg has argued that some of the key academic
proponents of globalization theory have exaggerated the extent of the changes in
the past few decades and have become proponents of globalization rather than
critical evaluators of it.86 While this is no doubt the case for some of the theorists
that he targets, such as Anthony Giddens, Rosenberg’s own analysis neglects the
complexities of the relationship between nation-states and the changing global
order. Nevertheless, his critique of key proponents of “globalization theory” points
to the way that globalization is best understood as a project. From this
perspective a central element of the globalization project is its focus on the
promotion of liberal economic policies and the reconfiguration of state-mediated
national development efforts into neo-liberal states. Also central to the
globalization project are the technological changes of the past few decades,
which have under-girded the instantaneous character of a growing range of
financial, economic, social, political and cultural “transactions”. The
globalization project, as conceptualized here, is centered on the US, but it is also
being pursued at a wide range of sites by increasingly unaccountable
transnationalized and overlapping elites.87 The globalization project is linked, in
particular, to the growing concentration of control over the global economy by a
relatively small number of large oligopolistic transnational corporations that
have emerged from merger-driven and technology-facilitated changes to the
global political economy of the last few decades.88 However, despite the
increasingly oligopolistic character of global business operations the US-led
globalization project is legitimated by, and promoted in the name of, a free
enterprise and free trade vision of the global economy.89 

The globalization project was erected on and increasingly mediated by a range
of international institutions and in a global context centered on US power. Given
the central role of the United States in the globalization project, the historian
David Reynolds has suggested that globalization is not “the interpretive key to
the last half-century”, but merely “cold war victor’s history conceptualized in a
wider frame”.90 However, I wish to argue that beneath the post-Cold War
triumphalism and the uncritical celebration of globalization there are important
changes that can still be most usefully identified and understood, in a critical
fashion, as the globalization project. The emergence and unfolding of the
globalization project is very uneven. There have been a number of turning points
and important moments of consolidation and crisis that have facilitated the
emergence and reorientation of the US-led globalization project, as it is being
defined and periodized here. My periodization, which situates the immediate
origins of globalization in important changes in the 1970s, is meant to imply that
globalization is one of the main, although not the only, interpretive keys to the
last quarter-century, not the last half-century, regardless of the fact that it is also,
on one level, “cold war victor’s history conceptualized in a wider frame”. As
such a periodization suggests I also take issue with those historians and social
scientists that move in the opposite direction and conflate globalization with the
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rise of capitalism and the expansion of Europe beginning in the early modern
era.91 Finally, I disagree with John Gray who has argued that: “globalisation”,
broadly defined, “dates back at least to the late nineteenth century, when
transatlantic telegraph cables provided, for the first time, an instant link between
markets in Europe and North America”.92

The immediate origins of the globalization project should not be traced to the
rise of capitalism in the early modern era, or to the late nineteenth century, or to
the 1990s, but to a number of interconnected trends that became apparent in the
1970s and coincided with the effective universalization of the nation-state system
by this period. This latter emphasis is important. In order for the concept of
globalization to avoid being stretched by historians and other observers to refer
to virtually any activity that involves crossing some sort of frontier or border, we
need to locate it as a project that only emerges after the nation-state system has
been universalized regardless of how far back its antecedents might reach. The
rise of information technology in the 1970s, which was directly grounded in the
military-oriented research and development of the Cold War, was a central trend
in the emergent globalization project. The globalization project must also be
traced directly to the modifications of the overall shape of the political economy
of the Cold War by the administration of US president Richard Nixon (1969–
1974). These modifications were linked to the US crisis of hegemony centered
on the Vietnam War and involved the US rapprochement with China, détente
with the USSR, the end of the Bretton Woods system and the waning of Fordism
in North America, Western Europe, and to a lesser extent Japan in the 1970s.
These shifts signalled the end of the high-modernist period of state-guided
national development and paved the way for the elaboration and promotion of
the US-led globalization project. A second major turning point, facilitating the
deepening and clarification of the globalization project, was the installation of
the Reagan administration (1981–1988) in the US and the election of the
government of Margaret Thatcher in Great Britain (1979–1990). Their
governments were profoundly influenced by, and major facilitators of, the rise of
neo-liberalism. Washington and London played a key role in the onset of the
New Cold War and the promotion of “structural adjustment” in Latin America,
Africa and Asia in the wake of the Debt Crisis in the early 1980s. A third major
turning point was the end of the Cold War. This led to the enthusiastic promotion
of the globalization project by the Clinton administration (1993–2000) as part of
the wider US economic boom. The promulgation of the North American Free
Trade Agreement (NAFTA) in 1994 represented a key building block, or anchor,
of the globalization project in this period. A central characteristic of the post-
Cold War era, meanwhile, was the dwindling of systemic political and economic
challengers to the globalization project. With the end of the Cold War the
challenge of state-socialism (centered on the Soviet Union and its allies) passed
into history.93 The Asian crisis of the late 1990s represented another turning point
for the globalization project, undermining the threat that was thought, by some
observers, to be posed by the Japan-led developmental states of East Asia. In fact
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the Japanese national development project had been in serious decline since the
end of the Cold War.94 Of course, the growing economic and military
significance of China in post-crisis Asia and the complexities of the United
States-Japan-China triangle mean that the “battle for Asia” will continue.95

In world-historical terms, the present juncture is one in which, in many
quarters, no serious systemic alternative to the US-led globalization project is
regarded as necessary, nor does one currently exist. Of course, some observers
hope that the European Union (EU) will emerge as a social democratic counter-
weight to the United States.96 Meanwhile, for a growing number of
commentators and activists the very early stirrings of a progressive systemic
challenge were discerned in the demonstrations and mobilizations (globalization-
from-below) that followed in the wake of the “Battle for Seattle” at the World
Trade Organization (WTO) meeting in October 1999.97 However, this latter
prospect was weakened by the September 11 2001 terrorist attacks on the World
Trade Center and the Pentagon. The suicide attacks on the US by Al Qaeda led to
a strengthening of the coercive capacities of many states around the world and
greater support for the use of repression and the military against opponents
which readily fell, or could be made to fall, under the general rubric of
“terrorist”. This combined with a new awareness in Washington and elsewhere
of the security problems associated with globalization. However, although the
US-centered economic boom over which Clinton presided has ended and
September 11 has posed new challenges for proponents of the free market, the
changes to the global configuration of financial and corporate power over the
past thirty years mean that the US government will be unable and unwilling to
engineer a reversal of the globalization project even as Washington increases its
emphasis on security and the war on terrorism. In fact, the response has not been
to close borders but to find new ways of making open borders more secure. For
example, in the case of the massive movement of containers by ship, rail and
road, around the world, the effort to improve surveillance of their content (at a
time when only 2 percent of containers entering the United States were inspected)
has focused on global solutions.98 September 11 also appears to have crystallized
a new concern about the unevenness of the way in which the benefits of
globalization have been disbursed.99 In the lead up to the UN conference on
financing development, held in Monterrey, Mexico, in late March 2002, World
Bank president, James Wolfensohn, reiterated his call for the US and other
OECD nation-states to increase their foreign aid budgets by at least 50
percent.100 The Bush administration surprised most observers when it announced
at Monterrey that US foreign aid spending would in fact be increased by 50
percent within three years with the additional funds going to a new “Millennium
Challenge Account”. Although it garnered most of the publicity, the US
announcement of a dramatic increase (from a very low base) in aid spending was
exceeded by the European Union’s pledge to increase European government
spending on foreign aid from 0.33 percent on average to 0.39 percent of GNP.101

At the same time, the increased emphasis on, and the direct use of, military
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power by the US and its allies in Afghanistan and Iraq has resulted, or will result
in, the economic opening of polities that had resisted neo-liberal economic
policies helping to destabilize rather than stabilize these crisis-ridden nation-
states, regardless of how much foreign aid is disbursed. The momentum for
globalization-from-below, meanwhile, may have been weakened in the short term
by September 11 (and the dramatic rise of a global peace movement following the
US-led invasion of Iraq underlines the short-term character of the set-back), but
many of the organizations and individuals involved are asking the right questions
and pointing in the right direction. A number of these movements are drawing
attention to the fact that the nation-state has always had serious limitations as an
instrument for universal liberation and progress and those limitations have
become even more apparent in the past few decades in many parts of the world.
The changes of the past twenty or thirty years have highlighted the need to
reorient progressive politics in ways that directly address the serious constraints
on national politics and/or the politics of the nation-state system. As the US-led
globalization project has reoriented the nation-state system, and nation-states
have shifted increasingly from a focus on national development to globalization,
progressive responses are increasingly acting on this new global political terrain.

Conclusion: theories of progress and the nation-state
system

At the center of this book is the question of relationship between the nation-state
system and influential theories of progress. To this end this study provides a
historically grounded examination of theories of development as they relate to
the transformation of Asia from the 1940s to the 1990s against the backdrop
of the changing global order. This involves a focus on the history of the
universalization of the nation-state system in the context of decolonization and
the Cold War. It looks closely at the central role of US foreign policy and wider
geo-political struggles in changing approaches to development. It also seeks to
come to grips with the relationship between academic and popular theories of
development. Part I, which contains three chapters, begins with a historical
overview of influential theories of progress and then turns to specific
examinations of, particularly, development economics and theories of
modernization and nation-building, which emerged, and were revised, between
the 1940s and 1970s. It assesses the links between these theories and US geo-
political strategy in Asia. Part II, which contains four chapters, looks at the way
in which, before the 1980s and then even more significantly in the post-Cold
War era, the interplay between geo-politics and development shifted. In this
period development policies were changing their focus from state-mediated
national development to globalization, at the same time as a dynamic new Asian
industrialism attracted increasing interest and/or concern in North America and
Western Europe. East Asia became a major site for the wider development
debate in the 1980s and 1990s. This occurred against the backdrop of the end of
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the Cold War and the consolidation of the US-led globalization project. More
specifically, chapter 4 explores the complex relationship between the
globalization project and the nation-state system as part of a wider discussion of
the debate about the role of the US in post-Cold War Asia and beyond.
Chapter 5 looks at the way that neo-liberalism was promoted and revised in the
1980s and 1990s, with particular reference to Asia. Chapters 6 and 7 examine the
main challenges to neo-liberal ideas and the globalization project in the form of
cultural explanations (the New Asian Renaissance) and state-centered
explanations (developmental state theory) for the East Asian Miracle. Finally,
part III, which contains two chapters, provides an integrated history of the
interplay between geo-politics and the practice of development from 1947 to
1997 via an examination of global and regional history and specific national
trajectories, especially Japan, South Korea, Indonesia and the People’s Republic
of China. Of particular importance to this section is the discussion of the
relationship between the new regionalism and the changes to nation-states and to
the nation-state system in the context of the rise of the globalization project, the
end of the Cold War and the onset of the Asian crisis. The regional and global
shifts of the past four or five years appear to be carrying Asia and the world into
a new era very different from the world of only a decade ago, but we continue to
live in the receding but still long shadow of the era of decolonization and the
Cold War and it is this history that we examine in chapter 1.

Notes

1 The term the Cold War, which was first used on April 16 1947 in a speech by
Bernard Baruch (a former adviser to President Franklin Delano Roosevelt), is
generally understood to refer to the period stretching from 1947 to the collapse of
the state-socialist regimes in Eastern Europe in 1989 and/or the subsequent
disintegra tion of the Soviet Union by 1991. The “Cold War Recognition
Certificates”, distributed by the US Department of Defense, date the start of the
Cold War as September 2 1945 (the day Imperial Japan surrendered ending the
Second World War in the Pacific) and its end as December 26 1991 (the first day
of the Commonwealth of Independent States, the successor to the USSR).

2 Neo-liberalism is defined here as a fundamentalist version of classical liberalism.
Classical liberalism is centered on a commitment to individualism, gradual political
and social change, representative government, free trade, and the sanctity of private
property and the market. Since the end of the eighteenth century, liberalism has
been an overarching element of political, economic and intellectual life in Great
Britain and North America. It shaped and was linked to the rise of the “Second”
British empire in the nineteenth century and the emergence of the US as a great
power by the end of the nineteenth century. Since the turn of the century, and
particularly since 1945, liberalism has become an increasingly dominant force in
the international political economy, reinforcing and informing US hegemony Neo-
liberalism, by contrast, is primarily associated with political and intellectual shifts
from the 1970s onwards and is directly linked to the resurgence of neoclassical
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economics and the waning of Keynesianism. This definition is different from the
way the term is generally used in the United States itself, where liberalism has
come to be associated with the social democratic policies of successive US
governments from the 1930s to the 1960s in general, and the Kennedy and Johnson
administrations in particular. For example, H.W.Brands defines liberalism in the
US context as being “premised on a prevailing confidence in the ability of
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Development: An Analysis of Competing Paradigms, Brighton: Harvester

26 INTRODUCTION
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Part I

The modernization project

When in the nineteenth and twentieth centuries the concept of the
nation was taken up in very different ideological contexts and led to
popular mobilizations in regions and countries within and outside
Europe that had experienced neither the liberal revolution nor the
same level of primitive accumulation, it still always was presented as
a concept of capitalist modernization, which aimed to bring together
the interclass demands for political unity and the needs of economic
development. In other words, the nation was posed as the one and
only active vehicle that could deliver modernity and development.

Michael Hardt and Antonio Negri, Empire,
Harvard: Harvard University Press, 2000, p. 96

The postwar “naturalization” of the relatively closed national
economy as the taken-for-granted object of economic regulation can
be seen as a product of convergent public narratives about the nature
of key economic and political changes facing postwar Europe and
North America…Although this constitution of national economies
and national modes of growth was mediated through national states,
it was closely connected with the “making of an Atlantic ruling
class” under US hegemony.

Bob Jessop, “Narrating the Future of the
National Economy and the National State:

Remarks on Remapping Regulation and
Reinventing Governance” in George Steinmetz, ed.,

State/Culture: State-Formation after the Cultural Turn,
Ithaca: Cornell University Press, 1999, p. 397



1
US hegemony and national development

The new global order that emerged in the Cold War era was premised on the
sovereign equality of all nation-states, despite the substantial inequalities
between and within them. Against this backdrop the nation-state was naturalized
as the key unit of (capitalist and socialist) development worldwide. The idea and
practice of development was enshrined between the 1940s and the 1970s as a
national and state-guided process of modernization. Decolonization and the
universalization of the nation-state system brought the leadership (and even the
general population) of diverse postcolonial polities in Asia and Africa (as well as
the older nation-states of Latin America and Europe, not to mention the
mandates and/or nation-states that had emerged in the Middle East after the First
World War) into increasingly direct relations with the main protagonists of the
Cold War—the United States of America and the Union of Soviet Socialist
Republics. Apart from growing links with one or the other (or both) superpowers,
the leadership of the new nations interacted with each other in a range of new
international organizations such as the United Nations (UN). In the Cold War era,
the US was central to the elaboration in many parts of the world of an anti-
communist modernization project centered on state-guided national development.

The primary challenge to the US-led modernization project came from the
USSR and its allies. However, it was also challenged by particular radical
nationalist regimes and movements, often as part of a wider series of Third
Worldist initiatives in the Bandung Era (1955–1975). Specific national and
regional initiatives, and Third Worldism as an international movement,
ultimately failed. But, in part, as a result of the various challenges, the US-led
modernization project had entered a period of transition, by the late 1960s,
symbolized most powerfully by the Vietnam War. The reorientation of US
hegemony in the late 1960s and early 1970s paved the way for the uneven
reconfiguration of the role of nation-states in the global political economy of the
Cold War, a process that increasingly challenged the idea of development as a
state-led national project by the beginning of the 1980s. This chapter discusses
decolonization, the Cold War and the elaboration of the nation-state system in an
effort to situate US hegemony in relation to the rise and decline of national
development between the 1940s and the 1970s. It then turns to an examination of



Bandung regimes and Third Worldism in this period as a way of clarifying the
contradictions of national development and the paradox of the nation-state in the
Cold War era. What is particularly salient in retrospect is the fact that even as
these regimes and movements sought alternative development paths and alliance
arrangements to those being offered by the US and the USSR, they always
accepted that the nation-state was the vehicle for liberation and that development
should involve some form of state-mediated national process.

Decolonization, the Cold War and the nation-state system I

The origins of national development

Many observers trace the roots of the dominant post-1945 idea and practice of
development as national development to the transition to industrial capitalism
and the consolidation of nation-states in Western Europe in the late eighteenth
century and the first half of the nineteenth century For example, M.P.Cowen and
R.W.Shenton regard the work of Friedrich List, the influential German
nationalist and political economist, as “the fountainhead of ‘national
development’”.1 However, any attempt to locate the origins of the modern notion
of national development also needs to look further east, particularly to Russia
and Japan where, by the nineteenth century, nationalist politicians and policy-
makers were increasingly seeking to emulate the nation-states of Western Europe
via state-directed economic growth.2 Following the Russian Revolution and the
US entry into the First World War in 1917, the debate about the form that
national development should take was an important element in the wider struggle
between Wilsonianism and Leninism.3 The Russian Revolution ensured that an
increasingly state-socialist version of national development became central to the
Soviet project. By the 1930s the late-industrializing efforts of the USSR were
attracting the attention of economists and policy-makers in North America,
Western Europe and beyond.4 In fact, it was during the 1930s that the idea of
development as a state-mediated and economically redistributive (although not
necessarily politically democratic) process of national mobilization and
development was consolidated in the United States, parts of Latin America and,
of course, Western, Central and Eastern Europe.

The rise of the new or reconfigured nation-states of East Central Europe after
the First World War is, in fact, widely regarded as the locus classicus of the
practice of national development as it was elaborated after the Second World War.
A significant number of the pioneers of development economics (the intellectual
anchor of national development efforts in many of the nation-states of the
developing world after 1945) were born in East Central Europe, and their early
research focused on national development in the region. For example, Paul
Rosenstein-Rodan (who played a particularly important role in the establishment
of development economics in Britain and the US in the 1940s), along with a
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number of other economists, sought to prescribe ways in which the nation-
states of East Central Europe could be developed following the nineteenth-and
early twentieth-century German experience. The idea that industrialization was
the key to national development, and that government planning was necessary
for this to take place, was the central element in the work of virtually all of these
economists. Between the 1930s and the 1960s their views also meshed with the
developmental preoccupations of Latin American economists and policymakers.5

For example, Raúl Prebisch, Under Secretary of Finance in Argentina in the
early 1930s, emerged as a key figure in development economics and a major
promoter of state-guided national development after the Second World War. In
the post-1945 era Prebisch served as Director-General of the UN-sponsored
Economic Commission for Latin America (Comisión Economica para America
Latina—CEPAL) from 1948 to 1962. He also founded and then headed the
United Nations Conference on Trade and Development (UNCTAD) from 1964
to 1969, a position from which he sought to encourage preferential tariffs for the
exports of late-industrializing nation-states.6

The consolidation of the idea of national development, centered intellectually
on development economics, was also an outgrowth of the late-colonial era in
Asia and Africa.7 In the late-colonial era the idea of development was
increasingly used by the British Colonial Office as a framework for a series of
policy interventions and metropolitan financial initiatives that were aimed at
improving living standards in the colonies and re-legitimizing empire. A similar
pattern, with a somewhat different timeframe was also apparent in the case of
French colonialism.8 The emergence of the idea of development as state-
mediated national development was also linked to greater regulation and control
over the economy as part of the war effort during the Second World War. This
was certainly the case in the Middle East.9 Following the Colonial Development
and Welfare Act of 1940, the British government used this new conception of
development to try and revitalize its colonial project in Africa and parts of Asia
at the very moment when it was under siege from within and without.10 This
eventually led to the establishment of the Colonial Development Corporation in
1948. It was renamed the Commonwealth Development Corporation in the
mid1960s.11 The British were also committed to retaining imperial influence in
the Middle East in the post-1945 era, but did not necessarily see the Colonial
Development and Welfare Act as having much relevance to their relations with
the region.12 At the same time, the ideas associated with the colonial
development initiative still impacted on the Middle East. The intrusive character
of this new found developmentalism (whether as part of the direct effort by
colonial officials or the more indirect result of war-time exigencies) resulted in,
or at least contributed to, increased conflict in the late-colonial era as nationalists
and trade-unionists in Asia, Africa and the Middle East appropriated the
language and concepts of state-mediated development escalating their demands
for better wages, social services and improved living standards as well as
political power and national sovereignty or independence.13
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It was increasingly clear that, in contrast to earlier efforts to justify empire, the
post-1940 idea and practice of colonial development, and the
Keynesian instrumentalities that went with it, appealed strongly to nationalist
elites in Asia, Africa and the Middle East. As decolonization gained momentum,
it became apparent that by attempting to use the idea of development to bolster
their influence and power, British colonial officials had helped to fatally
undermine the powerful metropolitan view that the British empire was primarily
about the elaboration and maintenance of a finely graded social hierarchy
grounded in the semi-feudal and agrarian vision of the British aristocracy. This
vision, and the increasingly complex array of honors and pageants on which it
rested, had helped to link the British ruling elite to the traditional chiefs and
princes of Africa, Asia and the Middle East.14 With some exceptions (mainly in
the Middle East and Oceania), it was not a framework that could contain the
young, often urbanized, and educated nationalists who increasingly took over
both the newly established colonial development projects and the more long-
standing machinery of the colonial or semi-colonial states in the 1950s and
1960s.15 Ultimately the developmentalism promoted by the colonial officials had
undermined the long-standing colonial claim to be bringing civilization and
order to savage peoples whose backwardness was thought to be grounded in
distinct cultures and/or immutable racial shortcomings. The idea of development
that emerged in the 1940s out of the crisis of colonialism increasingly assumed
that all colonial subjects could operate as modern subjects.16 This was a central
thread in the shift from a global order of colonial empires to a worldwide system
of nation-states.

US hegemony and the creation of an international
framework for national development I

The United States played a key role in the consolidation of the nation-state
system after 1945, with the Soviet Union emerging as its only significant rival.
During the Cold War, both the position of the US in the nation-state system and
the foreign policies and practices of the USSR still bore significant traces of the
colonialism and imperialism practiced by the European powers and Imperial
Japan, as well as by the United States (in places such as the Philippines and the
Caribbean) in an earlier era. It should be emphasized, however, that despite
continuities the Cold War “empires” of both the US and the Soviet Union
departed in important ways from earlier colonial or imperial projects. Most
significantly, in political and administrative terms both the United States and the
Soviet Union presided over empires that were made up more or less entirely of
formally independent and sovereign nation-states, rather than colonies. The role
of the US in Latin America by the early twentieth century and the role of Britain
in Latin America, as well as Britain and France in the Middle East after the First
World War had foreshadowed this form of indirect rule. In the Cold War era the
relationship between the respective superpowers and their allies was increasingly
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mediated by systems of military alliances, regional organizations, and new
international institutions such as the United Nations. In economic terms,
meanwhile, US hegemony in the second half of the twentieth century can be, and
has been, characterized as “postimperial”. This was particularly the case by the
1970s, by which time the nation-state system had been universalized and the
overall contours of the globalization project were just beginning, at least in
retrospect, to become apparent. The key point is that while the empires of the
late-colonial and pre-Second World War era were grounded to a great degree in
the regulation and control of colonial markets by the metropolitan powers, in the
interests of corporations and investors based in the colonial metropolis, the
economic arrangements that were put in place under US auspices after the
Second World War paved the way for large corporations to increasingly
transcend any dependence on particular metropolitan nation-states for regulatory
and other support.17 This trend became most apparent in the 1980s and 1990s, but
it is grounded in the post-1945 settlement that sought to “reconcile openness”
with the Keynesian orientation of national leaders to ensure national and
international economic stability and full employment.18 With the onset of the
Cold War in the late 1940s the US was increasingly animated by a commitment
to construct an open world economy, while promoting state-mediated national
development as part of its wider effort to contain the USSR and its allies. The
protection of private property and the interests of capital were an essential part of
the wider fabric of the anticommunist internationalism that increasingly informed
US foreign policy.19 As George Kennan (who was Director of Policy Planning at
the State Department at the time) observed in a now well-known 1948 planning
document, “We have 50 percent of the world’s wealth, but only 6.3 percent of its
population” and “Our real task in the coming period is to devise a pattern of
relationships which will allow us to maintain this position of disparity.”20

Kennan was writing shortly after the promulgation of the Truman Doctrine.
Formally announced on March 12 1947 by President Harry S.Truman (1944–
1952), it represented an important turning point in the onset of the Cold War.
The Truman Doctrine was a response to the growing influence of communist
parties in Greece and Turkey and included the extension, after approval by the
US Congress on May 15 1947, of US$400 million in economic and military aid
to the Greek and Turkish governments. This was followed on June 5 1947 by
Secretary of State George C.Marshall’s famous speech announcing what would
become the Marshall Plan for Western Europe.21 On April 3 1948 Truman signed
the Economic Cooperation Act (Marshall Plan) creating the Economic
Cooperation Administration, an initiative that represented an important
precedent for subsequent US aid to Asia, Africa, the Middle East and Latin
America (in fact Japan, South Korea and Saudi Arabia also received aid under
the Marshall Plan). The Marshall Plan was aimed at preventing any further
worsening of the post-1945 economic and political crisis in post-1945 Europe. In
particular it was aimed at preventing or containing the emergence in Europe of
governments, or groupings of governments, that would threaten the geo-political
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and security interests of the United States. It involved the disbursement of US
$12.5 billion towards the reconstruction of Western Europe over a four-year
period. Although it was initially offered to the USSR and Eastern Europe,
Moscow and its client regimes found the conditions that went with it
unacceptable and rejected the Plan. By the early 1950s the Marshall Plan was a key
factor in increasing Western European industrial production to 35 percent and
agricultural production to 18 percent above the levels they had been at before the
Second World War. The Marshall Plan also drew attention to the benefits of
foreign aid for the US economy. One of the requirements of the Marshall Plan
had been that the bulk of the aid money had to be used to purchase US exports
and this provided an important stimulus to the US economy, while bolstering
trade linkages that favored US manufacturers.22 At the end of the 1940s the US
had not only embarked on a full-scale program of industrial reconstruction and
national development in Western Europe, but also in Northeast Asia, as part of
an attempt to turn Japan and key nation-states, such as South Korea and Taiwan,
into capitalist bulwarks against the Soviet Union and the People’s Republic of
China.23 By the time of the CCP’s victory in China in October 1949, followed
soon after by the Korean War (1950–1953), the US defense industry, and a range
of new or revitalized civilian and military agencies, had been organized into a US
national security state that became the backbone of the US-led modernization
project that emerged between the 1940s and the 1970s.24

A number of new international institutions were also central to the generation
of the international framework for the US-led modernization project and the
promotion of national, and capitalist, development in the Cold War era. For
example, the International Monetary Fund (IMF), which sought to curtail foreign
exchange difficulties, and the International Bank for Reconstruction and
Development (the World Bank), which dispensed loans to encourage private
foreign investment around the world, had been established on December 27 1945
following a high-level meeting in Bretton Woods, New Hampshire, in 1944.
With the start of the Cold War the Bretton Woods institutions (which were
ostensibly part of the United Nations, but in practice operated beyond UN
control) became central to US international economic predominance and the
international framework for national development. The arrangements laid down
at Bretton Woods produced an “informal bargain”. On the one side, the US (with
the dollar providing the central currency for the post-war order) accepted the
increasingly large balance of payments deficits necessary to pay for its
expanding network of military bases and the large quantities of foreign aid it was
disbursing, which were paralleled by high-levels of foreign investments made by
US-based companies. On the other side, the United States’ allies (particularly
key anti-communist nation-states such as West Germany and Japan, which also
became its main economic competitors) were allowed to retain high levels of
control over their economies in terms of things such as the flow of capital and
commodities. Furthermore, with the implicit agreement that its allies would not
attempt to convert large amounts of their US dollar holdings to gold (which was

US HEGEMONY AND NATIONAL DEVELOPMENT 43



technically permitted by the gold standard), Washington threw open important
North American markets, while tolerating and even encouraging the protectionist
trading practices and restrictions on capital movement of its more important Cold
War allies.25 While the World Bank and the International Monetary Fund had
been established with a view to the post-war reconstruction of Western Europe,
by the 1950s they had clearly expanded their activities to include the
encouragement and facilitation of capitalist development and anticommunist
stability in Asia and elsewhere.26 In 1952 Chile, which became an important
Cold War battleground in the 1960s and 1970s, was the first nation-state outside
of Western Europe to receive a World Bank loan.27

Also of significance in creating an international framework for capitalist forms
of national development was the network of regional development banks, such as
the Inter-American Development Bank (IDB) and the Asian Development Bank
(ADB). The administration of President Dwight D.Eisenhower (1953–1960)
established the Inter-American Development Bank in 1959, while the Asian
Development Bank was not set up until 1966, primarily under the auspices of the
Japanese government. The US initially opposed the establishment of the ADB,
but, in the context of the escalating war in Vietnam, Washington accepted that
there was a need for a regional development bank in Asia.28 There are also a
range of development-related organizations that grew up around the United
Nations. While the UN Security Council’s focus was on issues of peace and war,
the General Assembly was given particular responsibility from the outset for
social and economic issues. Over the years, as this brief grew, an array of, often
semiautonomous, specialized agencies (besides the already mentioned IMF and
World Bank) emerged. For example, the International Labor Organization (ILO),
which had been set up by the League of Nations, was revitalized. The UN also
established the World Health Organization (WHO), the United Nations
Educational, Scientific and Cultural Organization (UNESCO) and the Food and
Agriculture Organization (FAO), not to mention the United Nations Conference
on Trade and Development (UNCTAD), the United Nations Development
Programme (UNDP) and the Expanded Programme of Technical Assistance.29

These initiatives followed on from President Truman’s Point IV Program. On
January 20 1949 Truman delivered his inaugural address at the start of his second
term as president, during which he sketched out an expanded foreign aid policy
in the fourth and final point of the address. Point I pledged continuing US
support for the United Nations. Point II emphasized US support for world
economic recovery, while Point III reiterated the US commitment to supporting
“freedom loving nations”. Point IV set out a US commitment to providing
technical and scientific expertise, and capital, to “underdeveloped” nations in an
effort to improve their living standards. Point IV led to the Act for International
Development in June 1950 that allowed for the creation of a Technical
Cooperation Administration. The program started with a budget of US$45
million. By early 1951 there were 350 technicians working under US auspices
and engaged in over 100 cooperation projects in almost 30 countries. In 1953 the
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US Congress increased the budget of the Point IV program to US$155 million.
With the outbreak of the Korean War, Washington also sought, via the
establishment of the Mutual Security Agency on October 31 1951, to directly
link economic programs and technical assistance to military initiatives, while the
passage of Public Law 480 (PL 480) on July 10 1954 provided the authority for
surplus food in the US to be purchased by Washington and used for economic
development purposes.30 

While Washington was elaborating the various initiatives that flowed from
Point IV, the British government, in concert with the leadership of a number of
its former colonies in Asia, was launching the Colombo Plan, formally known as
the Colombo Plan For Cooperative Economic Development in Asia and the
Pacific, to coordinate the disbursement of development aid to governments in the
region. Established in 1950 and emerging directly out of the spread of the Cold
War to Asia by the late 1940s, the Colombo Plan represented a significant
foreign aid effort. Centered initially on the British Commonwealth and initiated
by the British Foreign Secretary, Ernest Bevin, the British hoped that the
promotion of the developmental and technical elements of the Colombo Plan
would demonstrate to the peoples of South and Southeast Asia that there were
viable alternatives to those provided by state-socialism in China and the various
visions of a socialist future being promoted by the communist parties of the
region. It was also hoped that the Plan would provide a focus for the Indian and
other Commonwealth governments and increase US and British cooperation. The
Plan was drawn up by an assembled group of Commonwealth delegates at the
Colombo Conference (held in the capital of Ceylon, renamed Sri Lanka in 1972)
in January 1950. It formally began operation in July 1951.31 The United States
joined the Colombo Plan in 1951 (as did Japan, somewhat later), dramatically
increasing its resources and reach. There were two overarching and
interconnected components of the Plan. The first was a program of technical
cooperation that sought to provide expertise and equipment to the recipient
nations and bring students to the donor countries for training. The second part of
the Plan was a broad program of economic development directed at major public
investment and infrastructure projects, including roads, railways, irrigation,
electricity and communications, as well as various other services. By 1956 the
United States had contributed at least US$2 billion worth of aid to the
governments of South and Southeast Asia and was the single biggest donor
government to the region inside and outside the Colombo Plan. Against the
backdrop of the Cold War, US$72 billion was disbursed via the Colombo Plan
between 1950 and 1983 and over 50 percent of that amount (US$41.2 billion)
came from the United States.32 As these new organizations and initiatives
illustrate, the contours of an international framework for national development
and the US-led modernization project, under the stewardship of the Truman
administration and then the Eisenhower administration, were taking shape by the
late 1940s and 1950s.
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US hegemony and the creation of an international
framework for national development II

It was, however, during the administration of John F.Kennedy (1961–1963) and
his immediate successor, Lyndon B.Johnson (1963–1968), that the US-led
modernization project reached its apex.33 Following the Cuban revolution in
1959 there was a dramatic increase in US interest in Latin America.34 This was
part of a wider concern in the US in the second half of the 1950s and the
1960s that the USSR was gaining ground in the Third World.35 This was a key
concern of Kennedy’s while he was still a senator and was something he
followed up with a number of major symbolic and substantive initiatives. As part
of its wider emphasis on foreign aid and national development, the Kennedy
administration formed the Peace Corps on March 1 1961 and set up the US
Agency for International Development (USAID) in November 1961. USAID
followed on from the passage of the Foreign Assistance Act on September 41961
and sought to coordinate and combine government foreign aid initiatives, such as
the International Cooperation Administration and the Development Loan Fund.
Established as a semi-autonomous body operating in the State Department,
USAID was responsible for disbursing and administering aid around the world.
Apart from South Vietnam, which was emerging as a major focus of aid, a large
percentage of the aid this new body disbursed went initially to the Alliance for
Progress, which had been set up following a famous speech by Kennedy on
March 13 1961 in which he called for all the people and governments of the
Western Hemisphere to participate in an ambitious modernizing initiative that he
hoped would transform Latin America in a decade and contain the communist
threat to the region represented by the emergence of state-socialism in Cuba. The
Alliance for Progress, which saw political stability and democracy as flowing
from economic development, embodied the “full flowering” of the “liberal
developmentalism” that was at the core of the US-led modernization project.36

The Alliance for Progress began as a decade-long program of land and
economic reform that was expected to cost US$100 billion. The US made an
initial contribution of US$1 billion and a commitment to raise another US$20
billion overall from both public and private sources. The US set the achievement
of an annual economic growth rate for Latin America of at least 2.5 percent as
one of the main goals of the Alliance. Emphasizing the importance of national
development planning, the Alliance, under US leadership, sought to achieve
greater productivity in the agricultural sector, eradicate illiteracy, stimulate trade
diversification and industrialization, generate improvements in housing and bring
about improved income distribution in the region. A key contradiction of the US-
led modernization project in Latin America centered on the fact that successful
trade diversification would undermine the monopoly of primary agricultural
products and mineral extraction enjoyed by a number of US-based
transnationals, while any significant land reform threatened the power of the still
largely land-based ruling elites in Latin America. By the late 1960s, high rates of
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economic growth in many Latin American countries had been achieved. However,
high growth rates had served primarily to increase social inequality, while the
middle classes moved to side with the ruling elites as politics, instead of
becoming more democratic, moved increasingly towards authoritarianism and
military dictatorship. By the time of Kennedy’s assassination in late 1963, in the
context of a growing emphasis on the important role the military could play in
providing order and guiding national development, the reformist elements of the
Alliance for Progress had been displaced by a more straightforward focus
on military and economic aid to any regime, regardless of how draconian, which
was committed to the maintenance of US hegemony in the region.37

US support for military establishments and authoritarian governments in Latin
America and beyond grew significantly in the 1960s. Apart from economic aid
this support took the form of US military, CIA or civilian advisers, training
programs for the police and the military, or military aid and technical assistance
for counterinsurgency and stabilization programs. This is not to mention the
direct deployment of troops temporarily or indefinitely, such as in South Korea,
or the massive troop deployment in South Vietnam by the late 1960s. Increasing
US support for anti-communist dictatorships in Asia, the Middle East, Latin
America and Africa reflected the updating of a long-standing practice,
exemplified, for example, by support for Rafael Trujillo (1930–1961) in the
Dominican Republic and Fulgencio Batista (1934–1958) in Cuba.38 In the 1960s
and 1970s (and beyond) entrenched, or new, authoritarian governments, such as
the Somoza family in Nicaragua (1937–1979), the Shah of Iran (1953–1979),
Park Chung Hee in South Korea (1961–1979), Joseph Desire Mobutu (Mobutu
Sese Seko) in Congo/Zaire (1965–1997), Ferdinand Marcos in the Philippines
(1965–1986) and General Suharto in Indonesia (1965–1998), could be relied
upon to, by and large, support the US in its effort to maintain a regional and
international order that can be characterized as “really existing liberalism”.39 The
relative strategic importance of the nation-states concerned ensured a greater or
lesser degree of tolerance by the US of the illiberal economic and political
practices of its clients. While the USbacked dictatorships were clearly not
liberal, they were partially incorporated into a liberal world order centered on the
United States, which was itself a liberal democracy that still tolerated apartheid-
style arrangements for the black population in its southern states into the 1960s.
The successful imposition of US power flowed from both the appeal and
malleability of liberal values.40 It was these liberal values that underpinned the
universalization of the nation-state system and the idea of development as
national development worldwide.

The creation of a US-centered international framework for the promotion of
really existing liberal-capitalist versions of national development was part of the
wider struggle between rival capitalist and socialist models of modernization that
was central to the Cold War, even as all participants in the debate accepted the
nation-state as the key unit of development. It is worth emphasizing that up to
the 1970s, the Soviet Union specifically and various forms of state-socialism
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more generally were still viewed in many parts of the world as serious
alternatives to the liberal capitalist model of national development sponsored by
the US. In response, the various efforts at anti-communist reconstruction and
national development spearheaded by the US, beginning in Western Europe and
Japan after 1945, involved promoting a vision of modernity based in part on
many of the socially and politically reformist ideas and practices that had taken
shape in the 1930s. The earlier North American, Western European and Japanese
forms of state corporatism and state-directed social welfarism (both liberal and
nationalsocialist versions) were built on and transformed after 1945 under US
leadership.41 While the experiences of the 1930s were an important influence,
the post-1945 US-led modernization project was also clearly grounded in the
culture of Cold War North America where there was, particularly in the
Eisenhower years, considerable opposition to the social democratic legacy of the
1930s. The high modernist vision that was ascendant in post-1945 North
America distinguished between backward and advanced regions, representing the
United States as the “summit of modernity” with a “mission to transform a world
eager to learn the lessons only America could teach”.42 The model that was
promoted by the US and allied nation-states of Western Europe, included an
emphasis on Fordist pay and production arrangements, Taylorist forms of labor
organization, and a “paternalistic and protective”, but modernizing, state. Of
course, in practice, the vision of global Fordist modernity was reproduced in a
highly uneven and fragmented fashion in the emerging Third World. At the same
time, in the 1950s and 1960s the promise of global Fordism and national
development provided the ideological content for the US-led modernization
project.43

Throughout the Cold War era the contradiction between the US as a repressive
military power and guardian of the interests of capital on the one hand, and
liberal anti-communist defender of freedom and promoter of progressive forms
of state-mediated national development on the other hand became more
pronounced. The lengthy US intervention in Vietnam was “the pinnacle of this
tendency”.44 In the early 1950s Washington’s assistance to France’s increasingly
embattled effort to hold on to its colonial empire in Indochina had become a
major facet of the wider commitment to containing communism in Southeast
Asia.45 Following the collapse of French power in 1954, the US role in South
Vietnam was gradually, but inexorably expanded, increasingly placing
Washington in a relationship with Vietnamese nationalism analogous to that
occupied earlier by the French colonizers. Communism in Southeast Asia was
eventually contained within the boundaries of the former French colonial
possessions in the region, but the US effort at nation-building in South Vietnam
between the late 1950s and the early 1970s (which will be discussed in more
detail in chapters 3 and 8) was an unalloyed failure. The inability of the US to
turn South Vietnam into a Southeast Asian version of South Korea, despite a
truly massive military and economic commitment, highlighted the limits of
Washington’s ability to achieve its goals via an approach which, although
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postcolonial in its emphasis on modernization and nation-building was still often
grounded in colonial frameworks and methods.46 The Vietnam War, which was
central to the reorientation of US hegemony in the late 1960s and early 1970s,
threw the limits of the US-led modernization project into particularly stark relief.

Decolonization, the Cold War and the nation-state system
II

The Bandung Spirit

The Vietnam War was also a pivot of the wider rise and fall of Third Worldism
and the various efforts in the so-called Third World to pursue forms of
stateguided national development that sought to challenge the overall structure of
the Cold War order and avoid relying on the models of development being
promoted by the US or the Soviet Union. Of course, no government in the Third
World ever pursued a consistently or genuinely non-aligned policy. Furthermore,
even less surprisingly, none of the main challengers to the international order
that emerged questioned the centrality of the nation-state to this system, nor did
they question the equation of development with some form of state-mediated
national process.47 In an effort to clarify the dynamics of the contest over the
most appropriate forms of national development in the Cold War era, this section
turns to a closer examination of the rise and decline of state-guided national
development in the context of the emergence of Third Worldism in the Bandung
Era (1955–1975).48 The Bandung Era takes its name from the Bandung
Conference, formally known as the Asian-African Conference, which was held
in the town of Bandung, Indonesia from April 17 to April 24 1955.49 The
conference, which was sponsored by the governments of Indonesia, Burma,
Ceylon, India and Pakistan, reflected their dissatisfaction with the slow pace of
decolonization in the early 1950s and the assertion on the part of President
Eisenhower that the nation-states of Asia should not try and remain neutral in the
Cold War.50

Attended by delegations from twenty-nine, primarily new, nation-states or
nationalist movements in Asia and Africa, the meeting in Bandung also included
members of the African National Congress, as well as observers from Greek
Cypriot and African American organizations. The key figures at the conference
were Sukarno, President of Indonesia (1945–1965), Jawaharlal Nehru, Prime
Minister of India (1947–1964), Ho Chi Minh, leader of the Democratic Republic
of Vietnam (1954–1969), Gamal Abdel Nasser, President of Egypt (1954–1970),
Kwame Nkrumah, the future Prime Minister of Ghana (1957–1966), and Chou
En-Lai, the Prime Minister (1949–1976) and Foreign Minister (1949–1958) of the
People’s Republic of China. The assembled delegates also emphasized their
opposition to colonialism, singling out French colonialism in North Africa for
particular criticism. Furthermore there was a major debate as to whether Soviet
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domination of Eastern Europe was equivalent to Western European colonialism
in Asia and Africa. The final communiqué of the conference condemned all
“manifestations” of colonialism and was viewed as an attack on the formal
colonialism of the Western European powers, the Soviet occupation of Eastern
Europe and the informal colonialism of the United States. The proceedings ended
with a call for: increased technical and cultural cooperation between the
governments in attendance; the establishment of an economic development fund
to be operated by the United Nations; increased support for human rights and the
“self-determination of peoples and nations” singling out South Africa and Israel
for their failure in this regard; and negotiations to reduce the building and
stockpiling of nuclear weapons.51

The Bandung Conference represented a precursor to the formation of the
Movement of Non-Aligned Countries. In September 1961 the First Conference
of Heads of State or Government of Non-Aligned Countries was held
in Belgrade, Yugoslavia. Hosted by Josip Broz Tito, President of Yugoslavia
(1953–1980), it was attended by officials from only twenty-five governments;
however, representatives from nineteen different national liberation movements
were also in attendance.52 A number of governments that had been in attendance
in Bandung were excluded if they were seen to be clearly oriented towards the
US or the Soviet Union. A number of former French colonies that were closely
tied to Paris were also excluded, while representatives from Yugoslavia and
Cuba were in attendance. The complicated and conflicting interests of the
governments of the new nations in Asia and Africa increasingly worked to
undermine the establishment of a strong coalition of non-aligned governments.53

For example, the second Asian-African Conference, which had been scheduled
to meet in Algeria in June 1965 (a decade after the first meeting in Bandung),
was cancelled when the machinations of the Sino-Soviet split undermined the
planning of the event. Between 1961 and the end of the 1990s there were a total
of twelve non-aligned conferences. The Belgrade Conference was followed by
Cairo (Egypt) in 1964, then Lusaka (Zambia) in 1970 and Algiers (Algeria) in
1973. In 1976 the venue was Colombo (Sri Lanka), followed by Havana (Cuba)
in 1979, New Delhi (India) in 1983, Harare (Zimbabwe) in 1986, with a return to
Belgrade in 1989. A meeting in Jakarta (Indonesia) in 1992 was followed by
Cartagena (Colombia) in 1995 and Durban (South Africa) in 1998. The most
recent meeting was in Kuala Lumpur (Malaysia) in early 2003.54 However, as an
international organization the Movement of Non-Aligned Countries has never
played a role of any great significance. By the 1990s, when the Indonesian
government, under President Suharto, took over as chairman, the Non-Aligned
Movement was effectively moribund and the Bandung Era had been over for at
least a decade. In broader terms, however, one of the main results of the Bandung
Conference was symbolic. It was the first major international conference that
sought to bring together the governments of the newly independent nations of Asia
and Africa. In the view of one observer, Bandung was “the first blueprint for
solidarity between the colonized countries”.55 And, despite the profound
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organizational and strategic weaknesses that plagued Third Worldism and the
Non-Aligned Movement, it is clear that the Bandung Spirit captured the
imagination of an entire generation between the 1950s and the 1970s.56

The Bandung Era and Third Worldism I

In the 1950s and the 1960s the Bandung Spirit interacted with the enthusiasm
and optimism of decolonization and national liberation as the nation-state system
was universalized and consolidated. In Asia, the Philippines became independent
of the United States in 1946, the new nations of India and Pakistan emerged out
of the break-up of British India in 1947, while the British transfer of power to an
independent government in Burma occurred in 1948. The onetime British colony
of Ceylon also achieved independence in 1948, changing its name to Sri Lanka
in 1972. Sukarno presided over the establishment of an independent Indonesia in
1945; however, the new government’s control of the former Netherlands East
Indies was not achieved until 1949, by which time the war with the Dutch had
run its course. British Malaya achieved independence in the late 1950s, a process
that had resulted by the mid-1960s in the consolidation of the nation-states of
Malaysia and Singapore. The French became embroiled in a major military
effort to hold on to French Indochina between 1946 and 1954 against a
determined national liberation movement led by Ho Chi Minh and the
Vietnamese Communist Party.57 In fact, the First Indochina War (1946–1954)
and the Second Indochina War (1965–1975) draw particular attention to the way
in which the Cold War increasingly conditioned the overall direction of
decolonization and the elaboration of the nation-state system after 1945.58 This
trend is also apparent in the establishment (on the economic and administrative
foundations of Japanese colonialism) of South Korea and Taiwan by the end of
the 1940s. These truncated polities rapidly emerged as key allies/clients of the
United States by the 1950s, while their Cold War doppelgängers, North Korea
and the People’s Republic of China, entered into a complex triangle of alliance/
client relationships with the USSR.59

By the end of the 1950s a range of African colonies (beginning in 1957 with
Ghana, formerly the Gold Coast) were also moving towards or had already
achieved independence. In 1960 sixteen new nations in Africa joined the United
Nations, including Nigeria, and the Republic of the Congo (formerly the Belgian
Congo). Decolonization in Africa culminated with the emergence of Angola,
Mozambique, Guinea-Bissau, Cape Verde and Sao Tome out of the collapse of
the Portuguese empire in 1974. The dynamics of the Cold War interacted brutally
with decolonization and national liberation in southern Africa, facilitating the
rise and consolidation after 1965 of the predatory Mobutu dictatorship in the
Congo (renamed Zaire in 1971). Meanwhile, postcolonial Angola and
Mozambique were riven by externally funded guerrilla insurgencies seeking to
topple the nationalist-Marxist leadership of these new nation-states. These
conflicts ground on into the post-Cold War era.60 Part of this process, but also
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distinct in important ways, were the paths taken in the settler colonies of
southern Africa. Rhodesia gained a second independence in 1980, becoming
Zimbabwe, following the end of fifteen years of direct rule by European settlers,
and the cessation of a struggle that had been deeply enmeshed in the wider Cold
War in the region.61 Meanwhile, the South African government withdrew from
South-West Africa (Namibia) in 1990 and apartheid gave way to majority rule in
South Africa itself in 1994.62

In the Middle East, the timing and character of decolonization was somewhat
different, but as elsewhere, nation-states that emerged from the complex
interaction between colonial frameworks and localized political dynamics were
often presented by nationalist leaders as natural and liberating vehicles for
development, in the context of the expanding system of nation-states. Britain and
France had exercised indirect forms of rule in parts of the Middle East, via support
for and intervention in the declining Ottoman Empire prior to 1914, and then via
a range of mandates and alliance arrangements following the Ottoman collapse
and the emergence of the nation-state of Turkey after the Great War of 1914–
1918. The Paris Peace Conference in January 1919 and the establishment of the
League of Nations saw former provinces of the Ottoman Empire turned over to
Britain and France as mandates. While France assumed control of Syria and
Lebanon, Britain took over Iraq and Palestine. They were all designated as
“Class A” mandates with the expectation that independence would be granted in
short order.63 In the case of Iraq, for example, London did not even set up a
formal mandate, preferring to negotiate a treaty in 1922 that gave Britain the
prerogative to appoint financial and foreign policy advisers, as well as play a role
in the armed forces. This treaty was ratified in 1924, but it was a source of
continuing nationalist dissatisfaction and a much weaker version was
promulgated when Iraq was declared formally independent in 1930. With Britain’s
support, Iraq joined the League of Nations in 1932. British influence over
Baghdad remained significant until the Iraqi revolution of July 1958, which
signalled the wider decline of British power in the region that had begun in the
early 1950s.64 For example, in Iran, Britain had exerted considerable indirect
influence in the early decades of the twentieth century; however, by the 1950s,
the United States had displaced Britain, symbolized by the prominent, albeit
covert, US role in the overthrow of the Musaddiq government and the installation
of the Shah in 1953.65 At the same time, by 1954, the French were involved in an
escalating military struggle against a determined nationalist movement (the
FLN) in Algeria that would culminate in Algerian independence in July 1962.66

Meanwhile, Egypt, which had been a protectorate of Britain since the 1880s,
emerged as a formally independent monarchy after the First World War, with
links to Britain that were perceived by some Egyptian nationalists as neo-colonial.
It was not until over thirty years later that the ouster on July 23 1952 of the
British-backed King Farouk in a bloodless coup initiated a process that soon led
to the departure of all British troops from Egypt and the Egyptian takeover of the
Suez Canal by 1956.67 These events catapulted Nasser to prominence as a major
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figure not only in Egyptian nationalism, but also in Arab nationalism and Third
Worldism.

As has been suggested, regimes such as Nasser’s in Egypt were at the center
of an intense debate by the 1950s about the most appropriate form of state-
guided national development to be followed in the Bandung Era. Egypt under
Nasser, along with India under Nehru, Indonesia under Sukarno, and Ghana
under Nkrumah, initially sought to anchor a wider effort to steer national
development in the Third World between the capitalism of the United States (and
the First World) and the communism of the Soviet Bloc (and the Second World).
India, which will be discussed in more detail in chapter 2, provides a clear
example of an effort to pursue state-guided national development that sought to
draw on development experiences in Western Europe, the USSR, Japan and
post-1949 China to pursue industrialization and national development along
socialist lines. Because of India’s sheer size, its appearance as a new nation at the
very beginning of the wider post-1945 wave of decolonization, its democratic
credentials and its government’s efforts to maintain a non-aligned stance in the
emerging Cold War, it occupied a key position in relation to the consolidation
and universalization of the idea of national development. However, by the time
Nehru died in May 1964, the notion that a benevolent technocratic elite could
successfully guide the nation to modernity and that India could serve as a model
for other parts of the Third World was already in crisis.68 Meanwhile, in
September 1965, a little over a year after Nehru’s death, the Indonesian president
Sukarno (the sponsor of the 1955 Bandung Conference and another major leader
of the Bandung Era) was gradually displaced by General Suharto, in a process
carried out against the backdrop of a prolonged and bloody anti-communist
campaign. Suharto presided over an increasingly conservative anti-communist
and authoritarian version of national developmentalism in Indonesia, erected on
the foundations of Sukarno’s failed national development project.69

While the causes of the failure of national development projects in Indonesia
and elsewhere in the Bandung Era are complex, the key to that failure can be
traced to the way in which the institution of the nation-state was universally seen
as the main vehicle for liberation and development in the non-European world.
While nationalism emerged in the colonies as a reaction against colonialism, the
colonial order provided the overall foundation for the rise of new nation-states.
This meant that the ability of the new nations to transcend their colonial histories
was always more circumscribed than was often anticipated by leaders in the
Bandung Era. Between the 1940s and the 1970s the new nation-states in Asia
and Africa (and elsewhere) grounded their legitimacy in, and built directly on,
the former colonial states. Despite a range of different historical contexts, in the
Bandung era the nation-state was universally presented as a constitutive element
of freedom, self-determination and modernization that would unite its inhabitants
and carry them towards development. However, the progressive aspects of the
nation-state were constrained by powerful institutional and structural legacies
that flowed (in the case of Asia, Africa and the Middle East) from the colonial
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era, and from the hierarchical character of the nation-state system conditioned by
the deepening of the Cold War. It is particularly important to draw a distinction
between state and nation, as many observers now do.70 This is especially
relevant to understanding the way in which sovereignty, especially national
sovereignty, resides with the state rather than with the people who inhabit the
nation. Regardless, of the particular political system of the nation-states that have
emerged, “modern sovereignty” has a solitary “political figure: a single
transcendent power” centered on the state.71 This is readily apparent in the way
in which, under the post-1945 dispensation of the United Nations, self-
determination and sovereignty are primarily, if not exclusively, the right of the
state.72 Contrary to the roseate image promoted by the UN, which views the
post-1945 nation-state system as “a harmonious concert of equal and
autonomous national subjects”, the terms on which the newly sovereign nation-
states were both consolidated, and then incorporated into the wider global order,
ensured that the “state”, often a direct inheritance of the colonial era, was “the
poisoned gift of national liberation” at the same time as “the nation” became the
prescribed, if not “the only way to imagine community”,73

The Bandung Era and Third Worldism II

While the erstwhile colonial empires framed the territorial boundaries of the new
nations that emerged after 1945, and the nationalist leadership built their states
on colonial foundations, the dynamics of the Cold War increasingly conditioned
national trajectories worldwide into the 1970s. What would be the last two decades
of the Cold War provided the backdrop for a second generation of Bandung
regimes, such as Chile under Salvador Allende (1970–73), Tanzania under Julius
Nyerere (1965–85), and Jamaica under Michael Manley (1972–80), not to
mention Libya under Muammar Gaddafi after 1969, and Nicaragua under the
Sandinistas (1979–1990). In contrast to the first generation, the second
generation of Bandung regimes reflected a more radical, explicitly socialist Third
Worldist agenda, sometimes known as tricontinentalism, which emerged in the
wake of the Tricontinental Conference of Solidarity of the Peoples of Africa,
Asia and Latin America, that was held in Havana in January 1966. While the
Bandung Conference had brought together a relatively small number of leaders
from mainly recently independent nation-states in Asia and Africa in order to
stake out a non-aligned position in the Cold War, the 1966 Tricontinental
Conference in Havana involved delegates from throughout Asia, Africa, the
Middle East and Latin America, and articulated a radical anti-imperial agenda
that located the participants firmly in the socialist camp at the same time as they
formally emphasized their independence from the USSR and Maoist China.74

Second generation Bandung regimes, directly or indirectly linked to the
tricontinentalism of the late 1960s and 1970s, represented the practical
complement to the rise and spread of dependency theory (along with other
revitalized Marxist theories of development).75 In this era second generation
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Bandung regimes and their supporters attempted to radicalize national
development efforts in various ways in the name of socialism and national
liberation, remaining firmly committed to the view that the nation-state was the
primary vehicle by which to achieve freedom and prosperity.

The second generation of Bandung regimes emerged as a reaction to the
relative or absolute failure of most forms of state-guided national development in
many parts of the world by the 1970s. And even where state-guided national
development had been relatively successful it was under increasing pressure. The
rise of the Newly Industrializing Countries (NICs) in East Asia (and the more
short-lived enthusiasm for the Mexican and Brazilian Miracles) by the 1970s
highlighted both the potential, and the limits, of state-guided national
development in the post-1945 era. Mexico and Brazil were initially grouped as
NICs, but the Debt Crisis of the 1980s ended their reputation as miracle
economies and developmental states.76 As will be discussed in later chapters, the
East Asian NICs emerged in the 1970s and even more in the 1980s as key sites
for the relocation of production activity and the geographical restructuring of the
world economy precipitated by the combination of the waning of the Fordist era
in North America, Western Europe and Japan (not to mention Australia) and the
rise of the US-led globalization project.77 The geographical unevenness of the
global politico-economic shifts of the 1970s (which also saw a number of oil-
rich states, in the Middle East, gain economic prominence and influence) and the
conservative and anti-communist character of the developmental states of East
Asia and their strong links to the US represented a major obstacle to any attempt
to build a Third World alliance aimed at restructuring the world economy in a
way that challenged US hegemony. By the 1980s, the developmental states of
East Asia were also increasingly subjected to internal (as well as external) pressure
for economic and political liberalization, and they too had clearly reached the
limits of state-guided national development by the post-Cold War era.

The socialist-oriented national development efforts of the Bandung Era, such
as India, Egypt and Tanzania, which emerged in Asia, the Middle East and
Africa (not to mention Latin America), as well as more explicitly Marxist efforts
in China and Vietnam (as well as Cuba), had sought to remake often heavily
populated and deeply hierarchical rural societies, at the same time as they had
usually tried to industrialize. However, despite these efforts, long-standing
divisions in most of these peasants societies were reinforced and reconfigured
rather than undermined, and capitalist and socialist national development in Asia
and Africa (as well as elsewhere) was clearly in crisis by the 1970s.78 Like the
Bandung regimes, the Soviet Bloc (as well as those state-socialist countries not
allied with the USSR, but not readily located with the Bandung regimes), took
the nation as the natural unit of development. In fact, state-socialist regimes in
the Soviet Bloc and elsewhere not only embraced the nation-state as the key to
modernity, but also sought from the outset to emulate the economic
advancements of the most successful capitalist states; setting goals that capitalism
was ultimately “much better equipped than socialism to achieve”.79 By the 1980s,
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by which time the post-1945 model of national development in the capitalist
world was also in crisis, the leaders of most of the state-socialist regimes had
begun to make important accommodations to the shifts in the global political
economy of the Cold War that flowed from the changes in the 1970s, a trend that
accelerated dramatically with the end of the Cold War.80

It is now clear that Third Worldism peaked in the 1970s.81 For example, in
April 1974 the Sixth Special Session of the General Assembly of the United
Nations passed the Declaration and Programme of Action for the Establishment
of a New Economic Order.82 This was directly linked to the non-aligned
movement’s earlier call for a New International Economic Order (NIEO) that
would improve the terms under which the nation-states of the Third World, or
what was increasingly characterized as the South, participated in the world
economy.83 In his first two years in office, meanwhile, US president Jimmy
Carter (1977–1980) drew attention to the North-South divide and advocated
cooperation with the governments of the Third World. However, by the
beginning of the 1980s the emphasis on restructuring the world economy to
address the North—South divide was increasingly being challenged by the
emergent US-led globalization project. With the world recession and the Debt
Crisis at the start of the 1980s, and the subsequent spread of neo-liberal
economic policies and practices, the idea of a New International Economic Order
quickly disappeared from view. The International Monetary Fund and the World
Bank, supported by the administra tion of Ronald Reagan (1981–1988) and the
governments of Margaret Thatcher in Britain (1979–1990) and Helmut Kohl in
West Germany/Germany (1982–1998), encouraged the governments of the
erstwhile Third World to liberalize trade, privatize their public sectors and
deregulate their financial sectors. This trend also coincided with the renewal of
the Cold War. From the end of the 1970s to the late 1980s the Reagan
administration presided over an unprecedented military build-up and a
reinvigorated anti-communist crusade directed at the Soviet bloc and the state-
socialist model that it embodied.84 Against this backdrop neo-classical
economics and a romanticized vision of laissez-faire capitalism increasingly
emerged to challenge the idea of state-guided national development that had been
consolidated as an integral part of the universalization of the nation-state system
in the first three decades of the Cold War era.

Conclusion: US hegemony and national development

This chapter has outlined the way in which the crisis of colonialism, the
deepening of the Cold War, and the global spread of the nation-state system
provided the context for the emergence of an international framework and a
powerful vision of development as a series of state-mediated national projects. It
was emphasized that between the 1940s and the 1970s the nation-state was
routinized as the main object of development in its capitalist and socialist forms.
The United States was central to, and a key promoter of, an international
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framework for capitalist versions of state-mediated national development. In the
Bandung Era, in what became known as the Third World, there were numerous
attempts to counter the US-led modernization project, while also attempting to
avoid both alignment with the Soviet Union and explicit emulation of the
particular state-socialist model of development that Moscow promoted. Important
challenges to US hegemony resulted in the reorientation of US foreign policy in
Asia and beyond. At the same time, despite intense disagreements over the form
that development should take, there was virtually universal agreement that the
state had a role to play in economic development and that the nation-state was
the primary vehicle for the pursuit of progress. Throughout this period, influential
theories of development and modernization, with direct and indirect links to US
power, played a central role in elaborating and consolidating the idea of
development as national development. The emergent sub-discipline of
development economics has a particularly close connection with, and played a
key role in, the rise and universalization and subsequent decline of national
development. It is to the history of development economics in this period that we
now turn.
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2
Development economics

The rise of development economics was an important complement to the
consolidation of the idea of national development in the Cold War era. This
chapter focuses on the rise and fall of development economics and the
relationship between this process and the elaboration of the US-led
modernization project via a particular emphasis on the major state-guided
national development effort in India up to the 1970s. This focus draws attention
to the fact that in the 1950s and early 1960s, before the escalation of US
involvement in Vietnam in the mid-and late 1960s and the dramatic emergence
of the newly industrializing nation-states of East Asia in the 1970s, the
developmental prospects of the Indian sub-continent and the geo-political
significance of the new nation-states of India and Pakistan were the subject of
considerable international attention (including a great deal of attention from the
US). India in particular—because of its sheer size, its appearance as a new nation
at the very beginning of the wider post-1945 wave of decolonization, and
because of its government’s efforts to maintain a non-aligned stance in the
emerging Cold War (particularly under Prime Minister Jawaharlal Nehru 1947–
1964)—occupied a key position in relation to the consolidation and
universalization of the idea of development as national development. Within and
outside of India there were great expectations that the new government’s efforts
to deliver material improvement and prosperity to its citizens could serve as a
model of national development throughout the emerging Third World.1

This chapter begins with a discussion of the emergence of development
economics and the part it played in the promotion and consolidation of the idea of
national development. The role of the US in the rise of development economics
is then explored via an examination of the Center for International Studies
(CENIS) at the Massachusetts Institute of Technology (MIT) and its activities in
India between 1955 and 1965, particularly its involvement with the Planning
Commission. After 1945, development economics (like modernization theory
and the social sciences more generally) conflated capitalist development with
national development and turned nation-states that flowed from complex and
contested histories into unproblematic units to be developed and modernized,
equating the governments of those nations with the nations themselves. This is
directly linked to the way in which development economics and the idea of



national development rested on an elitist and technocratic approach that
conceived of development as a technical problem outside of history and politics.
The 1960s saw the waning of the high modernist approach to national
development associated, for example, with the Planning Commission in India.
Development economics itself was also in decline by this period. Development
economics had been displaced by neo-classical economics by the end of the
1970s. This was part of the wider trend in which the post-1945 idea of national
development was increasingly challenged by the globalization project. However,
this process was uneven and the legacy of the ideas and instrumentalities
associated with development economics, and the high modernist approach to
national development, continued to exert a significant, albeit declining, influence
in the context of shifting visions of the nation and its future in India and
elsewhere.

The spectre of communism and the pursuit of progress I:
the rise of development economics

The golden age of development economics

Before and after the Second World War the discipline of economics was
preoccupied with understanding economic growth (and was focused on the
nation-states of North America and Western Europe), while in the Cold War era
the emergent sub-discipline of development economics explicitly sought to
understand the causes of poverty and underdevelopment (and to generate policies
that would address these problems) in what became known as the developing
nation-states of the Third World. Following on from growing state intervention
in economic matters in Western Europe and North America in the 1930s, the
post-1945 influence of Keynesian ideas and the Marshall Plan meshed with the
generally social-democratic character of the era in Great Britain and Western
Europe (and to a lesser extent the United States) and legitimated an emphasis on
planning and the assumption that economic development problems could be
overcome when government action was combined with the necessary expertise
and capital. The immediate origins of development economics, however, are
usually traced to a group of economists working in Britain during the Second
World War. In particular, for many observers and for many development
economists, it was Paul N.Rosenstein-Rodan (who was born in Poland in 1902
and emigrated to Britain in the 1930s) who launched development economics
with his essay on the “Problems of Industrialization of Eastern and SouthEastern
Europe” in 1943.2 During the Second World War Rosenstein-Rodan encouraged
research on economic development (at the Royal Institute of International
Affairs, Nuffield College, where he was secretary of the committee on post-war
reconstruction) and subsequently, from his base at the Massachusetts Institute of
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Technology (MIT) in the 1950s (from where he presided over the major
economic development initiative carried out by CENIS in India).3

For Rosenstein-Rodan and his colleagues, industrialization was the key to
national development (this was the main theme of Rosenstein-Rodan’s
1943 essay), and government planning was necessary for this to take place. As we
have seen, this view overlapped with the developmental preoccupations of
economists and politicians in Latin America by the 1930s and 1940s.4 The 1930s
was also a turning point for the US civilizing mission, especially in the
Caribbean and Central America. A central goal of Washington’s Good Neighbor
Policy (1933) was to substitute the outdated policy of “punishing” Washington’s
southern neighbors for “uncivilized behavior” with a Pan-American policy that
emphasized a program of hemispheric political and economic integration under
US leadership. This approach increasingly assumed that Latin Americans could
and should follow the road to national development charted by the United States.5

As suggested in chapter 1, development economics was also an outgrowth of the
effort by British colonial officials in the 1930s to recast the civilizing mission.6 A
new awareness of the importance of economic development in the colonies was
particularly apparent by the eve of the Second World War. This shift began with
Lord Hailey’s confidential report to the Colonial Office that led to the Colonial
Development and Welfare Act of 1940.7 This was a manifestation of the fact that
a growing number of government officials, colonial administrators and
politicians had been converted to the “doctrines of a managed economy” and the
“development idea”.8 At the same time, it needs to be emphasized that the idea
and practice of development that emerged in the late-colonial context was an
explicit attempt by British and French colonial officials to stabilize the colonial
order. It was clearly linked to the paternalistic and racist notions of trusteeship of
an earlier era; however, it also represented a new departure.9

The rise of development economics was directly linked to the wider process of
decolonization, the onset of the Cold War and the universalization of the idea of
development as national development after 1945. Development economics
provided an increasingly substantial body of ideas and policies concerned with
national development that could be used by postcolonial elites in Asia, Africa
and the Middle East, and by those politicians, economists and industrialists in
Latin America seeking a late-industrializing path to national development and
modernity An emphasis on government planning, foreign aid and an active effort
at industrialization emerged as the dominant approach; however, there were
some development economists, such as Peter T.Bauer (who eventually played a
role in the “neo-classical counter-revolution” of the 1970s and 1980s), who
remained committed to neo-classical economics.10 But, despite dissenters, the
key assumptions that underpinned the work of the vast majority of development
economists by the 1950s included a commitment to the idea that economic
development in the developing nations of the Third World was an uneven
process (of structural change) that required active government efforts to facilitate
increases in national levels of capital accumulation. It was assumed that, once a
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certain level of capital investment had been achieved within a particular
developing nation, economic development would be self-sustaining; however, at
the outset a “big push” by the state was required. The big push included a
dramatic change to the ratio of national income to capital investment. It was
expected that increases in national rates of economic growth would be parallelled
by increases in the share of GDP that was invested. It was assumed that the
expansion of the industrial sector and the growth of the urban population would
ensure a growing market for agriculture, while providing an increased range of
consumer goods that both the urban and rural population would purchase.11

In the golden age of development economics, industrialization was viewed as
the linchpin of national development. The emphasis was on import-substitution
industrialization (ISI). The centrality of industrialization to development
economics and to the idea of national development was exemplified by W. Arthur
Lewis’s insistence, in a 1946 report on Jamaica, that it was as “clear as daylight”
that industrialization was the cornerstone of national development.12 Lewis was
one of the most influential development economists of the 1950s and early
1960s. He embodied the way in which the late colonial era and the early Cold
War provided the immediate context for the rise of development economics.13

Born on Saint Lucia, in the British Caribbean, in 1915, Lewis served on the
Colonial Research Committee, chaired by Lord Hailey which was established in
the wake of the Colonial Development and Welfare Act of 1940. Many of his
later ideas about the role of government and the need for the movement of labor
out of agriculture and into industry were already apparent in his contributions to
the Committee.14 He was eventually knighted and received the Nobel Memorial
Prize in Economic Science in 1979 for his contribution to development
economics. Apart from writing a number of influential works in development
economics in the 1950s, Lewis also made a major contribution to the 1951
United Nations report on Measures for the Economic Development of
Underdeveloped Countries.15

Lewis’s work and outlook encapsulated the growing concern of many North
American and Western European policy-makers and development economists,
that the Soviet model of national development was gaining support in Asia,
Africa, the Middle East and Latin America. In his influential 1955 work, The
Theory of Economic Growth, Lewis expressed particular concern about the
appeal the Soviet Union had to nationalist leaders seeking rapid industrialization.
He lamented that “it has been demonstrated by the USSR that a ruthless
government can raise real output very rapidly” and “underdeveloped countries”
were “being invited, by Communist or other propaganda, to yield up their
liberties in return for a promise of rapid economic growth”.16 More broadly, for
some observers, Lewis’s work, which emphasized the enabling role of the state
in capitalist development, represented a major point of departure for
W.W.Rostow’s efforts to articulate a developmental alternative to Marxism.17

This effort was famously embodied by his publication of The Stages of Economic
Growth: A Non-Communist Manifesto in 1960.18 Influential development
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economists, such as Lewis and Rostow, played an important role in the study of,
and the macroeconomic policies followed by, the developing nations of the Third
World in the 1950s and early 1960s.19

The Center for International Studies and the Cold War in
Asia I

While Lewis embodied the connection between the crisis of British colonialism
and the rise of development economics in the early Cold War era, Rostow’s
career signified the important connection between development economics and
US geo-political strategy after 1945. In the 1950s Rostow was closely associated
with the Center for International Studies (CENIS), an important nexus for
development economics and modernization theory that was established at the
Massachusetts Institute of Technology (MIT) in 1951.20 MIT had already
emerged as the biggest defense contractor of any university in the United States
by the end of the Second World War, a position it occupied, followed closely by
Stanford University, throughout the Cold War (and into the post-Cold War)
era.21 Following CENIS’s establishment at MIT, it initially focused its research
activities, according to Rostow, on the “study of communist societies and the
study of problems of development—economic, social and political”.22 At the end
of the 1950s Rostow, who served in the research and analysis branch of the
Office of Strategic Services (OSS) during the Second World War, became an
adviser to Senator John F. Kennedy He went on to be chair of the Policy
Planning Staff in the State Department during the Kennedy administration, as well
as an adviser to President Johnson during the Vietnam War (he was appointed
National Security Advisor in 1966).23 Meanwhile, Max Millikan, who like
Rostow had studied in Britain in the 1930s, was on leave from MIT in the late
1940s and early 1950s in order to serve as assistant director (of economic
research) at the Central Intelligence Agency. Millikan returned to MIT in 1952 to
become the director of CENIS, remaining director until his death in 1969.24

By the late 1950s CENIS luminaries such as Rostow increasingly advocated
and symbolized the shift in US foreign policy away from containing the Soviet
Union with direct military force (at a time when the Soviet Union had begun
developing atomic weaponry), and towards taking the initiative in Asia, Africa
and Latin America via infusions of economic and military aid as part of an
increasingly ambitious set of national development and counter-insurgency
programs.25 Rostow’s book, The Stages of Economic Growth: A Non-Communist
Manifesto, encapsulated, more than any other single text, the high modernist and
anti-communist approach to national development emanating from Washington
in the early 1960s. First published in 1960, it argued that “Communism” was “a
kind of disease which can befall a transitional society if it fails to organize
effectively those elements within it which are prepared to get on the with the job
of modernization”. He called on “we of the democratic north” to “face and deal
with the challenge implicit in the stages-of-growth…at the full stretch of our
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moral commitment, our energy, and our resources”.26 Rostow advocated
government planning and state intervention to facilitate the movement of a
developing nation-state through his five stages to reach “take off”. However, in
contrast to some of the more structuralist proponents of development economics,
his approach tended to ignore the hierarchical character of the historical and
contemporary world economy. Of course, like virtually all
development economists, his approach was ahistorical and technocratic. He took
nation-states as routine units of a wider international order, while overlooking
the numerous historical changes that distinguished the industrialization of
emergent imperial nation-states in the eighteenth-and nineteenth-centuries from
developing nation-states of the twentieth century.

When The Stages of Economic Growth was published, Rostow, Millikan and
Rosenstein-Rodan were already serving as advisers to Senator, soon to be
President, John F. Kennedy. In January 1960, the US Senate Committee on
Foreign Relations (of which Kennedy was a member) received (at the
committee’s request) a report from CENIS entitled “Economic, Social and
Political Change in the Underdeveloped Countries and Its Implications for
United States Policy”. The authors expounded CENIS’s view on the importance
of the developing nations for US foreign policy. The report’s main
recommendations were that US foreign economic aid should be disbursed on a
“long-term” and “unlinked” basis following clear economic criteria. Technical
assistance, particularly in agriculture, needed to continue and land reform needed
to be promoted. It emphasized that the US needed to coordinate the distribution
of aid with other aid-donor governments in the developed world and a corps of
development professionals should be established. Aid for particular capital-
intensive projects, it was argued, should be increased and it needed to be spread
over a number of projects to facilitate a “big push” in the developing nations.27 A
revised and expanded version of the report was published in 1961 as The
Emerging Nations: Their Growth and United States Policy. It was edited by
Millikan and Donald Blackmer, and included chapters by Rosenstein-Rodan and
Rostow, as well as Lucian Pye, and Daniel Lerner, among others.28

By the time President Kennedy had established USAID and the Peace Corps,
which were both initiatives that had been proposed in the CENIS report, Rostow
in particular was well on his way to becoming a major figure in the new
administration, where he could continue to put his and CENIS’s ideas into
practice. For example, shortly after joining the Kennedy administration, Rostow
(along with Robert Komer) scrutinized the situation in South Korea and
concluded that Washington’s focus, which emphasized military and security
questions, was too narrow. In a June 12 1961 memo, Komer (who had served in
the Directorate of Intelligence and Office of National Estimates at the CIA from
1957 until he joined the National Security Council as a senior staff member in
1961) argued that “one of the basic reasons why we have accomplished so little
in Korea since 1953 has been our predominantly military focus”. In March 1961,
an earlier memorandum, also written by Komer, had already mapped out a new
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US policy for South Korea that attached greater weight to economic
development. He emphasized the need for “crash economic development”, the
“creation of light labor-intensive industry” and “much more vigorous” and
“imaginative US action in directing and supervising ROK economic
development”.29 Of course, this shift coincided with the rise of the Park Chung
Hee dictatorship in South Korea and it is clear that Park, who was profoundly
influenced by the Japanese experience of industrialization, required no
encouragement from the US to embark on a major state-directed national
development initiative, which is not to say that, as we shall see in chapter eight,
the Park regime did not reap considerable developmental benefits from its close
alliance with the United States. At any rate, regardless of its provenance, General
Park’s grand vision of national development meshed with the preoccupation of
Rostow and other development economists with a “big push” rather than with
incremental change. By the late 1960s, South Korea and Taiwan (which had
become major US military redoubts against international communism) were
already being held up by some observers as possible examples of successful
“non-Communist” modernization and nation-building in the Third World.30

However, it was not until the second half of the 1970s—as we will see in
chapters 5 to 7—that the East Asian NICs (South Korea, Taiwan, Hong Kong
and Singapore) began to attract sustained attention.

The Center for International Studies and the Cold War in
Asia II

US support for national development in the Third World in the 1960s burgeoned.
Washington’s primary geographical concern, immediately after 1945, had been
Western Europe, Greece, Turkey and Northeast Asia. For example, Southeast
Asia did not attract sustained attention until at least the 1950s. Washington had
also taken a limited interest in the new nation-states of India and Pakistan that
emerged in South Asia in 1947. However, as with Southeast Asia (which will be
discussed in more detail in chapter 3), the US began to change its assessment of
South Asia with the establishment of the Peoples’ Republic of China in late 1949
and the start of the Korean War in 1950. By the beginning of the 1950s some
policy-makers, politicians and journalists were arguing that South Asia was of
central importance to a range of key US foreign policy goals.31 As noted above,
India, under the charismatic leadership of Jawaharlal Nehru, was increasingly
viewed as a possible political and economic model for Asia and the Third World.
By the 1950s, Nehru’s international profile and his commitment to a combination
of parliamentary democracy, economic planning and socialist principles which
drew on Soviet, Western European and Chinese experience had helped to focus
considerable world attention on India as a laboratory for national development.
For some observers in the US by this time, India was regarded as an important
prize: they conjured with the political and ideological benefits for Washington
that an alliance with the most influential non-aligned government in Asia would
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bring. According to this vision, if the US strengthened ties with Nehru’s
government, Washington could help ensure that India would serve as an anchor
for, and model of, democratic capitalist development in the Third World to
counter the explicitly anti-capitalist and state-socialist alternatives exemplified
by China and the Soviet Union. However, for other US strategists Pakistan was
the most important nation-state in the region for military-strategic reasons: they
emphasized its proximity to the Soviet Union and its position in relation to the
Middle East. By 1954 the emphasis on the relative importance of Pakistan had
led to the decision to enter into a mutual security agreement between the US and
the government of Pakistan. At the same time, Pakistan also became a founding
member of the South-East Asia Treaty Organization (SEATO) that was formally
established in February 1955.32

Nehru concluded that the move by the Eisenhower administration to provide
significant quantities of military assistance to Pakistan necessitated that the
Indian government make substantial increases in defense spending. It was also
assumed that this would mean that the government of Pakistan would be more
opposed to the settlement of a range of bilateral issues, such as Kashmir. In this
period the government in New Delhi also set about balancing i its relationship
with Washington by deepening its economic and military links to Moscow and
maintaining good relations with the Chinese government. In part, as a result of
these changes, by the end of the 1950s the US approach to South Asia had
shifted away from an emphasis on Pakistan and towards an emphasis on India.
Worried that the USSR, in particular, was gaining influence in Indian
government circles, via its generous trade and aid arrangements, and concerned
that if the Indian government failed to achieve its national development plans the
strength of the country’s communist movement would increase, President
Eisenhower expanded his administration’s economic aid program to India in his
final years in office. Meanwhile, Senator John F.Kennedy, from his position on
the Senate Foreign Relations Committee, increasingly emphasized the centrality
of India to US foreign policy. By the end of the 1950s the Eisenhower
administration also shared the concern, voiced by Kennedy and others, that
economic decline in India could enhance the Chinese government’s prestige in
international affairs, undermining the US claim that the democratic-capitalist
model was superior to the state-socialist model of national development.33

CENIS’s effort to redirect US foreign policy towards India gained new impetus
with the election of Kennedy as president at the end of 1960.34 Apart from key
CENIS figures, such as Rostow (and Millikan, who was an adviser on foreign
aid), Kennedy’s new ambassador to India, John Kenneth Galbraith, as well as
Chester Bowles, who succeeded Galbraith as ambassador to India in 1963, along
with John Lewis (who took up the post of chief of USAID in New Delhi under
Kennedy), were all in general agreement with the importance CENIS attached to
foreign aid and national development. Meanwhile, CENIS had been running a
major economic development project in India since the mid1950s. The US
government, especially the Central Intelligence Agency (CIA), financed

DEVELOPMENT ECONOMICS 71



CENIS’s research on communist countries; however, private foundations,
especially the Ford Foundation, were the primary financial backers of its
research on economic development.35 In the 1950s, the Ford Foundation’s
activities in India had grown to the point where they were bigger than all of its
other programs outside of the continental United States.36 In July 1952 the Ford
Foundation gave CENIS US$125,000 for preliminary research, to be followed in
1953 by another interim grant of US$175,000 for the project as a whole, and US
$50,000 for Indonesian fieldwork. Then, in June 1954 CENIS was given a long-
term grant of US$750,000 for a four-to five-year study of economic and political
development in Italy, Indonesia and India; however, the Center’s project
eventually focused exclusively on India (for which two more grants of US$750,
000 and approximately US$560,000 each were disbursed) and operated from
1955 to 1965. The major concern of the MIT project, directed by Rosenstein-
Rodan for much of its existence, was the preparation of development plans and
the estimation of the quantity of foreign aid needed for the realization of those
plans. The Planning Commission, chaired by Prime Minister Nehru, emerged as
the main focus of cooperation between the MIT development economists and the
Indian government.37

The spectre of communism and the pursuit of progress II:
the fall of development economics

The “Gradual Revolution” I: Nehruvian socialism and
national development in India

By the mid-1950s the Planning Commission was the key site for the articulation
of Nehru’s high modernist vision of national development and the pursuit of
Nehruvian socialism and the “Gradual Revolution” in India.38 The origins of the
Planning Commission specifically, and development planning in India more
generally, are usually traced to the ferment of nationalist politics in the
subcontinent in the 1930s.39 In particular, in 1938 (two years prior to the
promulgation of the Colonial Development and Welfare Act and almost a decade
before formal independence from Britain) the Indian National Congress
established a National Planning Committee that was charged with drawing up a
blueprint for the social and economic reconstruction of post-independence India.
Unlike Africa and other parts of Asia, the institutional and intellectual
manifestations of the idea of national development in India clearly preceded and/
or at least parallelled the rise of the idea of colonial development in Britain.
However, the initial efforts at development planning carried out by the state in
postcolonial India relied far more on the Planning and Development Department
set up in 1944 and centered on the Indian Civil Service (ICS), than they did on
the work of the National Planning Committee established by the Indian National
Congress in 1938. The First Five-Year Plan (1950–55) was primarily an array of
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public works projects that had been in the planning stages in the final years of
British rule.40 In fact, when India became independent in 1947 there was
considerable uncertainty about the new government’s overall approach to
national development. At the outset, Prime Minister Nehru had to contend with
the conservative Home Minister and Deputy Prime Minister, Vallabhabhai Patel
(the most powerful figure in the complex bureaucratic politics of the Congress
Party), who was opposed to Nehru’s high modernist and socialist vision of
national development. It was not until Patel’s death in 1950 that Nehru was able
to set about more effectively asserting his control over the state apparatus and the
party organization.41

While Nehru’s high modernist conception of state-guided national
development, which reached its peak during the second half of the 1950s and
early 1960s, is often seen as being shaped by the Soviet model, this was always
tempered by a critique of the lack of democracy in the Soviet Union and the human
cost of Soviet industrialization. For some observers Nehru’s views by the 1950s
had much more in common with social democracy in post-1945 Western Europe
than they did with state-socialism in the Soviet Union, despite the much-
publicized Soviet support for national development in India.42 Nehru certainly
rejected key aspects of the Soviet model and his perspective bore similarities to
social democratic currents in Western Europe; however, Nehru and the Planning
Commission also drew on China’s post1949 approach to national development,
especially its approach to agriculture.43 Furthermore, although there is clearly no
direct parallel between the practice of national development in India and the path
followed in the Soviet Union and Mao’s China, it is possible to see Nehruvian
socialism as more explicitly grounded in Marxism than writers such as Partha
Chatterjee (who views Nehru’s “appropriation” of Marxism as “selective”) have
implied.44 It can be argued that Marxism was a constitutive aspect of Nehru’s
high modernist and statist nationalism. The domestication of Marxism (as a
broader politico-intellectual frame of reference) to Indian nationalism carried out
by Nehru in the 1930s flowed directly from the trajectory Marxism took after
Marx, particularly after Lenin’s reformulation of the colonial question as the
national question. Marxism became national in India and elsewhere, regardless
of whether formal communist movements were successful or unsuccessful in
coming to power. Marxism was established as a vibrant, although not hegemonic,
intellectual force in India, at the same time as its formally organized political
position in the subcontinent was relatively weak. Marxism has historically been
heavily implicated in both nationalism and the expanding nation-state system,
and the rise and vicissitudes of Nehruvian socialism exemplify the way in which
Marxism was assimilated to national circumstances against the background of an
international Marxist discourse that often privileged nationalist struggles over
class struggles, and actively participated in the routinization of the nation-state.45

The Indian government under Nehru clearly articulated a vision of
development that was socialist and nationalist, as well as technocratic and
paternalistic. This was apparent in the operation of the Planning Commission, the
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main instrument of national development in this period.46 Its influence, which
was paramount in this period, was grounded directly in Nehru’s patronage. Key
players, such as Prasanta Chandra Mahalanobis—who was a chief adviser to, and
after 1955 a de facto member of, the Commission—had Nehru’s unwavering
support. Mahalanobis was undoubtedly the main author of the Second FiveYear
Plan (1955–1960), which was a variant of the “Lewis Model” (named after and
grounded in the ideas of W.Arthur Lewis discussed above) and privileged heavy
industry with particular zeal. The Planning Commission and its operations had a
profound impact on the idea and practice of national development in India;
however, its ascendancy was relatively short-lived and the implementation of its
policies never transcended the complexities of national and regional politics and
bureaucratic rivalries. By the time Nehru died in May 1964, the notion that a
benevolent technocratic elite, centered on the Planning Commission, could guide
the national development of India was in crisis in the context of a wider crisis of
Congress Party rule.47 The Nehru era had been characterized by the consolidation
of state power and the strengthening of the reach of the Congress Party via
myriad local and regional political compromises. In this situation, the pursuit of
socialism generally, and the goal of industrialization more specifically,
increasingly involved government support for private interests, rather than the
public sector approach to industrialization that was Nehru’s i ideal. It was clear
by the mid-1960s that the majority of the population actually saw few benefits
from national development, which went primarily to the private commercial and
industrial groups and bureaucratic and professional interests directly or indirectly
connected to the political leadership.48 By the second half of the 1960s the
diminution of the Planning Commission’s power coincided and combined with
the failure of the monsoons in 1965–1966 and 1966–1967 to usher in a turn to
the scientific, technical and capital-intensive food production methods and
practices associated with the Green Revolution. This, as we shall see,
significantly altered the balance between industrialization and agricultural
production in India by the end of the 1960s.49

The “Gradual Revolution” II: the Center for International
Studies and the Cold War in India

The Center for International Studies and the United States played a muchdebated
role in this shift in the balance between industry and agriculture in this period. A
key activity of CENIS by the early 1960s was the development of a multi-sector
planning model for the Indian economy spearheaded by MIT development
economist Richard Eckhaus.50 The model was eventually used to evaluate the
Third Five-Year Plan (1960–1965). The results suggested a need to redirect
investment away from capital goods and towards consumer goods, especially in
agriculture, calling into question the emphasis on industrialization, particularly
the preoccupation with heavy industry associated with Nehru and the Planning
Commission’s vision of national development. It also represented a departure
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from the emphasis of many development economists in the 1950s. However, it
meshed with the view articulated by the US government that had been arguing for
a number of years that agriculture should be given much greater priority in terms
of resources and that farmers should be given a range of incentives to embrace
more capital-intensive methods. In fact, World Bank officials had been making
this point and also insisting since the late 1950s that the Planning Commission’s
public-sector program was too large and the domestic and foreign private sector
needed to be given a bigger role. These criticisms took on new significance,
however, once Nehru was dead. The new Prime Minister, Lal Bahadur Shastri
(1964–1966), did not have Nehru’s authority and the Planning Commission was
the object of growing criticism in the context of a deepening political and
economic crisis.51

By the mid-1960s, meanwhile, it was clear that CENIS was an important
player in the US policy-making process. In 1964, a new book, The Invisible
Government) by David Wise and Thomas B. Ross made public the fact that the
CIA had assisted in funding the establishment of CENIS (and continued to fund
some of its projects afterwards). The book also drew attention to the fact that
Max Millikan had been employed at the CIA before he took up the director’s job
at CENIS. Although the CIA had apparently not directly funded any of the
center’s projects in India, the suggestion of a CIA connection had already
undermined an earlier Ford Foundation-funded social science project operated by
Cornell University in the sub-continent.52 Meanwhile, on October 14 1964 the
Indian ambassador to the United States, B.K.Nehru, visited MIT where he met
with Millikan, Rosenstein-Rodan and, briefly, Eckaus. The implications of the
Center’s modelling of the Indian economy were the main topic of discussion.
The ambassador subsequently wrote a letter to Ashok Mehta, the new Deputy
Chairman of the Planning Commission, drawing his attention to the fact that the
development economists at MIT felt that there needed to be a change in
emphasis in development planning away from heavy industry and towards light
industry and consumer goods. In the politically fractious postNehru era the
contents of the letter were quickly construed as a direct attack on the Planning
Commission.53 Because of growing tension, Millikan and Rosenstein-Rodan
decided that CENIS would suspend the work it had planned to carry out in the
second half of 1965; however, they were still thinking of despatching a new
group of development economists to India the following year. The Ford
Foundation thought such plans were no longer appropriate and decided to let the
CENIS grant end in 1965. The main concern was that if CENIS work continued
it would not only cast a shadow over the rest of the MIT presence in India, but
spread to the Ford Foundation’s other operations in the sub-continent.54

This affair was unfolding in the context of an overall deterioration in relations
between the Indian government and Washington as the exaggerated geostrategic
and developmental aims of the Kennedy era, like Nehru’s high modernist vision
of national development, fell well short of expectations. Following the outbreak
of war between India and Pakistan in 1965, Washington suspended all aid to both
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sides indefinitely and even food aid under Public Law 480 (PL480) was
disbursed via a “short tether” policy, which involved shipping only enough food
to last a couple of months. By 1966 the continuation of US food aid had been
made dependent on the Indian government adopting policies in the countryside
that were directed towards lowering population growth rates and increasing
agricultural production.55 In the 1950s and early 1960s US policy-makers had
assigned great significance to South Asia generally, and India more specifically,
in relation to wider US geo-political calculations. Between 1947 and 1965 the
US disbursed US$ 12 billion worth of military and economic aid to South Asia.
Ultimately, with the support of organizations such as CENIS, the US
government had pursued a course of action that rested on an inflated estimate of
the degree to which it could facilitate the transformation of India and Pakistan
into stable Cold War military allies and paragons of national development. As its
approach to military and economic aid following the war between Pakistan and
India in 1965 suggests, the Johnson administration (1963–1968) sought to limit
US direct involvement in South Asia relative to the earlier period.56

The Green Revolution: the waning of Nehruvian socialism in
India

As development economics generally, and Nehru’s Planning Commission more
specifically, fell into disrepute by the second half of the 1960s, the Green
Revolution moved to the center of the development debate in India and
elsewhere in Asia and the Third World. In effect the myth that the technical and
scientific knowledge and expertise of state planners and development economists
could rapidly industrialize the new nations gave way to a new mythology about
the way in which technology and science could once again come to the rescue by
transforming agriculture and solving the problems of poverty, famine and hunger
in the rural regions of the new nation-states.57 Reports of the new highyielding
varieties of wheat and rice, the magic key to the Green Revolution, had begun to
appear in 1964. In that year it was announced that scientists working with the
backing of the Indian Council of Agricultural Research and the Rockefeller
Foundation had successfully developed new varieties of maize and that plant
geneticists, also supported by the Rockefeller Foundation, had created a hybrid
wheat variety, based on Mexican and Japanese strains, that could generate
double the output of existing Indian wheat types.58 Meanwhile, in October 1964
a high profile World Bank mission, led by US economist, Bernard Bell, arrived
in India to carry out a review of India’s “development performance”. Bell and
his colleagues focused on the agricultural sector, arguing that there was a need to
increase fertilizer use and domestic fertilizer production. They also drew
attention to the need for improved distribution of inputs and outputs in the rural
sector generally. None of these ideas were new, but the Bell Mission added
weight to the pressure for a greater emphasis on agriculture that had been
emanating from the Ford and Rockefeller Foundations, and USAID, not to
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mention from CENIS. In fact, at the end of 1964, USAID started to use
conditional loans to encourage reform in the agricultural sector. This was done
with the support of C. Subramaniam, who had become India’s new Minister of
Food and Agriculture in the government of Nehru’s successor, Lal Bahadur
Shastri.59

The appointment of Subramaniam as Minister of Food and Agriculture was
particularly significant. It was the first change Shastri made to the Cabinet he
inherited from Nehru, a cabinet in which Subramaniam had been head of the
Steel ministry.60 While this appointment signalled Shastri’s own willingness to
place greater emphasis on agriculture, Subramaniam was himself a keen
advocate of the use of the new high-yielding rice and wheat and the various
institutional and technological changes, and economic reforms, that went
with the Green Revolution package. This approach was accepted in principle by
the Indian cabinet and Parliament by the end of 1965 and this paved the way for
its introduction and spread in the second half of the 1960s.61 In fact, in the
twenty months that Shastri served as Prime Minister the overall approach to
national development in India shifted. Apart from the weakening of the Planning
Commission, incentives rather than controls were adopted in development
planning, and public investment was reoriented towards agriculture and away
from basic industries. In this period a new approach to agriculture, which
focused on capital-intensive efforts in rural areas that already had irrigation
infrastructure, was introduced, while the role of private domestic and overseas
investors in industrialization was enlarged. By the time of Shastri’s death in
January 1966 the key elements of Nehru’s conception of national development
(an emphasis on public sector heavy industries and land reform and the
cooperative reorganization of agriculture), which had fallen well short in
practice, were in decline.62 Ironically, the general direction that the CENIS model
had been suggesting was followed even as CENIS ended its project in India. In a
wider sense the Indian government clearly moved towards a “production-
oriented agricultural strategy” in the mid-1960s because of pressure from the
United States (more specifically from USAID, the US Embassy and the World
Bank); however, this pressure probably reinforced rather than caused an
emerging post-Nehru consensus, between the Prime Minister and most chief
ministers of the various states, as well as economists and intellectuals, that led to
the Green Revolution in India.63

The introduction of Green Revolution practices was a response to the fact that
from independence to the mid-1960s there was no sustained growth in rural
India. During the heyday of the Planning Commission long-standing subsistence
agricultural practices had undergone a “fine tuning” rather than a transformation.
The more immediate roots of the Green Revolution in India are to be found in
the major climatic downturn in 1965 that led to a crisis in the countryside,
especially in the heavily populated states of Uttar Pradesh and Bihar. Only large
purchases of food from overseas and an influx of US food aid prevented a
significant death toll. The agrarian crisis was an important reason behind the
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electoral defeat of the Congress party in eight states in 1967. Its majority in the
national legislature was also reduced significantly. The crises of 1965–1967
encouraged Prime Minister Indira Gandhi (1966–1977), Nehru’s daughter, who
had emerged from the Congress party’s internal power struggles as successor to
Shastri, to push ahead with the Green Revolution. At the same time, the
Congress Party split into the Organisation Congress and the Indira Congress in
1969. Over the next two years Mrs Gandhi attempted to link the rich peasantry,
who were the main beneficiaries of the Green Revolution, to her family’s
traditional support base amongst the poor peasantry, Muslims and Harijans. To
do this she adopted an increasingly populist nationalism, that involved, among
other things, nationalizing over a dozen private banking institutions and directing
lines of credit away from urban areas and towards the rural sector. When these
initiatives were combined with campaign promises to bring an end to poverty,
the result was a landslide victory in the 1971 general election.64 Indira
Gandhi’s populist nationalism signalled a quantitative and qualitative change in
the idea of national development in India. Her vision of national development
was far more widely disseminated as a result of more effective use of the mass
media and because she was able to bring new constituencies under the banner of
a more populist nationalism. Her populism altered the content of national
development from the high modernist industrializing vision articulated by her
father to a grand narrative of India as a modernizing, but still agricultural, nation.
This shift led to an increase in both the degree, and the extent, to which the idea
of national development, in its populist agrarian form, became part of the
quotidian existence of the poor in the Indian countryside.65

By the mid-1970s, however, Indira Gandhi’s government was foundering. The
growing contradiction between the centralization of power and the weakening
authority of the postcolonial Indian state that was well advanced by the 1970s
had its roots in the shortcomings of national development in the Nehru years.66

However, the failure of Mrs Gandhi’s version of national development was also
closely connected to the more immediate political economy and social dynamics
of the Green Revolution.67 The wheat yields in areas where the new techniques
were embraced with the most enthusiasm had risen dramatically by the 1970s
and the government developed a major buffer stock capacity from the resulting
surplus. However, the use of Green Revolution production methods for wheat
was still primarily taking place in the plains of the northwest, while Green
Revolution methods for producing rice had only been established in a handful of
southern agricultural zones. When the monsoons failed in 1972–1973,
widespread starvation was only averted by massive food imports, triggering a
dramatic rise in inflation. At the same time, some of the new inputs were
imported. This put pressure on the country’s foreign exchange reserves, a
situation that became much worse after the 1973 oil crisis, because fertilizers
that were crucial to the Green Revolution were petroleum-based. Also, the need
for large agricultural holdings, to maximize the economic rewards promised by
the Green Revolution, sparked a dramatic increase in the eviction of
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sharecroppers and tenants, as well as a significant rise in mortgage foreclosures.
Meanwhile, the increasingly capital-intensive character of farming, including
mechanization, broke down the “semi-feudal ties” that had often connected rich
peasants to their agricultural workers (either poor peasants or landless laborers).
As the paternal obligations of the rich peasants towards their former retainers
faded and the size of the landless rural population increased, against the
backdrop of an increasingly unequal distribution of wealth, social tensions in the
countryside were exacerbated. The contradictions of the Green Revolution and
of the populist nationalism that had briefly united the poor and the wealthy
peasants behind Indira Gandhi in the late 1960s and early 1970s had been laid
bare by the mid-1970s. Mrs Gandhi’s rejection by the rural poor combined with
charges of electoral malpractice (that could have led to her being excluded from
holding public office for at least six years) encouraged her to declare a State of
Emergency on June 26 1975 which allowed her to retain the Prime Ministership
via martial law until 1977.68

The end of the golden age of development economics

The modernizing optimism that had pervaded development economics (and had
been manifested in the grandiose plans to transform the Third World that
characterized the Kennedy administration and the technocratic and high
modernist vision of national development of Nehru’s Planning Commission) had
clearly passed by the end of the 1960s. According to Paul Krugman, the golden
age of development economics, or what he calls the era of “high development
theory” (which he dates very precisely from 1943 to 1958), had ended before the
1960s even began.69 In contrast to Krugman, Robert Gilpin dates the ascendancy
of development economics more generously from 1945 to 1970.70 Meanwhile,H.
W.Arndt argues that the “orthodoxy of the first phase of post-war thinking about
economic development” (an orthodoxy that he argues coalesced around the
general “structuralist approach” outlined by development economists such as
Hollis B.Chenery, a key figure at the World Bank in the 1970s who will be
discussed in chapter 5) began to fragment in the 1960s.71 Carlos Ramirez-Faria
agrees with Arndt that there was an “orthodoxy of development economics or
economic development”; however, he argues that the “orthodoxy was not
successfully challenged in the West from within or from without until the 1970s”,
while in the Third World it still reflected “the dominant outlook on
development” at the beginning of the 1990s.72 Despite these very significant
differences over periodization and geographical purchase, all observers agree
that development economics had clearly lost or was at least losing its influence
by the 1970s, if not before.73

The reasons for the decline of development economics, like the precise
periodization, are contested. It is now clear that a central factor in the decline of
development economics was that the political complexities that development
economists, such as those operating in India, faced were not given sufficient
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consideration at the outset, when a commitment to state-guided planning and i
industrialization, along with foreign aid and increased levels of capital
accumulation had been seen as a veritable magic formula. Nor had the deeper
assumptions on which their analyses and prescriptions rested ever been
scrutinized. The work of Gunnar Myrdal, for example, makes clear the limitations
of development economics in this period. In the 1950s Myrdal’s work
exemplified the view, central to development economics and embodied in
concepts such as the “big push”, that underdeveloped nations could not escape
from poverty unless they embarked on major state-guided national development
efforts, supported by substantial foreign aid.74 Writing many years later, Myrdal
reiterated that what had been needed in India and other underdeveloped nations “in
order to raise the miserable living levels of the poor masses” was “radical
institutional reforms” and the governments of the new nations had not been able
to bring these about.75 This concern that the state in India and elsewhere was
unable to act as a disciplined arbiter of national development was one of the
main themes of Asian Drama that appeared in 1968. In this now-famous
threevolume work he noted that, while the governments of India and other
new nations in South and Southeast Asia were formally committed to promoting
economic development in a coordinated and planned fashion (often described in
India as “democratic planning”) “even India has been unable to register a rate of
progress comparable to that in the Western countries”. This failure, said Myrdal,
was “rooted in the inefficiency, rigidity, and inequality of the established
institutions and attitudes, and in the economic and social power relations
embodied in this framework of institutions and attitudes”. Ultimately, for
Myrdal, India and other new nation-states in South and Southeast Asia had failed
to develop because they were “soft states”. What he meant was: “policies
decided on are often not enforced, if they are enacted at all”, while “the
authorities, even when framing policies, are reluctant to place obligations on
people”. He was particularly critical of the way in which “democratic planning”
had come to mean that the implementation of policies “should not require
compulsion” and that “abstention from compulsion” was “permitted to
masquerade as part” of the ideal of modernization.76

This analysis highlights the array of issues that fell outside the expertise and
concern of development economics—even development economists such as
Myrdal, whose analysis was particularly comprehensive—in the heyday of
national development. In the process of systematizing development economics
the question of why social formations and political systems might not respond in
the anticipated fashion once the prescriptions of development economists were
applied had been neglected. Nevertheless Myrdal grappled tentatively with these
issues, arguing that there was a need for a “hard state”. This led to the worrying
conclusion that in the case of Indonesia for example: “only the army could
conceivably carry out” the “relentless but benevolent and enlightened
dictatorship” that he thought was required.77 This view foreshadowed the theory
of the developmental state and the legitimation of authoritarian
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developmentalism that emerged in later years, which will be discussed in detail
in chapter 7. The most influential response to the question of political capacity
and institutional effectiveness in the 1950s and 1960s, however, was provided by
North American political scientists in the form of modernization theory, or
political development theory, which is the subject of the next chapter.78 Unlike
development economists, political development theorists were more concerned
from the outset with political order than economic development.79 At the same
time, development economics and political development theory were more
technocratic than democratic (Myrdal’s call for a “hard state” meshed nicely with
the militarization of modernization theory in the 1960s), and neither addressed
more basic issues to do with the way in which nation-states, regardless of their
complex history, were/are taken as routine objects of analysis that should
develop, or could be made to develop.80 Thus, one of the most basic assumptions
on which development economics rested went, and in many cases continues to
go, unchallenged. Taking the nation-state as the unquestioned object of their
technocratic and paternalistic efforts was one of the most significant weaknesses
of development economics and of a wide range of theories of modernization in
the high period of national development.

Despite its decline in the 1960s, many of the ideas associated with
development economics, such as state intervention, planning, and the relative
importance of industrialization, continued, as Ramirez-Faria has argued, to have
considerable, albeit decreasing, purchase in the theory and the practice of
national development into the 1970s and beyond. In some governing circles the
importance of the role of the state in economic development remained widely
accepted. For example, the Indian government did not signal a significant break
with the legacy of development economics and national planning until the much-
celebrated liberalizing initiatives of 1991.81 Most nation-states in the Middle
East, in large part because of oil wealth and/or their geo-political significance,
have also been able to resist pressure for both economic and political
liberalism.82 In East Asia, meanwhile, the waning of ideas loosely connected to
development economics was, as we shall see in later chapters, a very uneven
process. Furthermore, although development economics was in full retreat from
the international economic policy high ground by the beginning of the 1980s,
many of its key ideas, along with its overall status as a body of economic theory
and practice, survived in a range of university settings. W. Arthur Lewis pointed
out in a 1983 address to the American Economic Association that the dramatic
resurgence of neo-classical economics was not an immediately universal
phenomenon and development economics continued to attract students from the
so-called Third World.83 In the second half of the 1980s, Gustav Ranis and John
Fei insisted that “reports of the death of development economics have been
greatly exaggerated”, although they acknowledged that a process of reorientation
had taken place.84 More recently, Michael Carter has also argued that reports of
the demise of development economics are overstated. Although the “ascendance
of a policy orthodoxy of development liberalism” is beyond dispute, he insisted
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that development economics has continued to participate in the process of
revision within economics.85 Furthermore, the rise of a state-centered challenge
to neo-classical economics, with a focus on Northeast (and to a lesser extent
Southeast) Asia, meant that development economics underwent a revival and
revision in the 1980s, in the guise of theories of the developmental state.86

Development economics may also have had some influence on the new
institutional economics that appeared as a revisionist outgrowth of neo-classical
economics by the second half of the 1980s.87 It is also possible to discern the
influence of development economics on the new political economy associated
with writers such as Robert Bates, which emerged in the 1980s and 1990s and
will be discussed in chapter 5. Meanwhile, in 2000, the World Bank sponsored a
major retrospective and prospective on development economics, under the
editorship of Gerald Meier, Joseph Stiglitz and Nicholas Stern. This massive
volume clearly sought to critically examine but also breathe new life into what is
now a much-revised and long-marginalized sub-discipline of economics.88

Significantly, the failure in the 1960s of development economics, and the
declining fortunes of an array of state-mediated national development projects in
the so-called Third World, also paved the way for a more radical challenge,
symbolized by Cuba and the other second-generation Bandung regimes that were
discussed briefly in chapter 1.89 The rise and spread of dependency theory (along
with other revitalized Marxist theories of development) in the second half of the
1960s and 1970s was an explicit reaction to both development economics and
political development theory; however, as has been emphasized, these radical
challengers also accepted nation-states as natural units of the wider international
political economy In this regard it should also be noted that one of the lines of
descent of dependency theory is the work in the 1940s and 1950s of the
influential development economist, Raul Prebisch. In the 1940s and 1950s
Prebisch, as head of the United Nations-sponsored Comisión Economica para
America Latina (CEPAL), articulated a conservative version of dependency
theory, in the context of the shift to an import-substitution industrialization
policy in Latin America. Beginning as Director of Research for CEPAL in Chile
in 1949, Prebisch, as we have seen, was in charge of the United Nations
Conference on Trade and Development in the second half of the 1960s, a
position from which he sought to encourage preferential tariffs for the exports of
late-industrializing nation-states.90 In fact, as we shall see in later chapters,
theories of the developmental state grew in part, not only out of development
economics but also from various strands of dependency theory.91

Conclusion: development economics

This chapter has looked at the rise and fall of development economics and the
dynamics of national development in Asia with particular emphasis on India
between the 1940s and the 1970s. The vicissitudes of state-guided national
development in India in this period make clear both the specificity of the
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meanings of national development and the way in which the content of the idea
of national development changed in important ways over time. The national
development project under Nehru was reoriented under his immediate successor
(Lal Bahadur Shastri) and then reconfigured in a populist and increasingly
authoritarian direction under Indira Gandhi. More broadly, the “Gradual
Revolution” i in India was perceived at the time as a potential model for efforts
to steer national development in the Third World between the capitalism of the
First World and the state-socialism of the Second World. This chapter has
emphasized that the contradictions of state-guided national development in India
and beyond flow from the complex history of colonialism, decolonization,
national liberation and the US-led modernization project in the Cold War. The
rise and decline of development economics was embedded in this wider history.
Development economics was implicated in the failure of national development i
in India and elsewhere in significant measure because of its unwillingness to
historicize the nation-state. The acceptance of nation-states as natural units to be
developed and their universal enshrinement as sovereign vehicles for the
achievement of modernity was a central contradiction of development
economics, of US foreign policy and of state-guided national development in this
period. Furthermore, development economics ultimately reinforced the way that
s sovereignty in a wide array of nation-states continued to lay with the
states rather than with the people who inhabited the modern nations. In the next
chapter we turn to an examination of the other main theoretical approach that
acted as a key complement to national development in this period. Like
development economics, political development theory specifically, and
modernization theory more generally, played an important role in the
routinization of the nation-state as the unquestioned unit of development between
the 1940s and the 1970s.
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3
Modernization theory

Like development economists, political scientists and historians also turned their
attention to Asia, Africa, the Middle East and Latin America after the Second
World War. The Cold War provided the crucial backdrop for the rise and
elaboration of modernization theory and closely related theories of political
development and nation-building that were centered on direct or indirect US
involvement in the formation and consolidation of stable anti-communist national
political systems. Important early US efforts at nation-building in Japan and West
Germany, which were directed at building anti-communist and democratic
polities, foreshadowed later concerns with modernization and nation-building, in
South Vietnam and elsewhere in what became known as the Third World, where
the emphasis was on a stable anti-communist, although not necessarily
democratic, government. 1 Modernization theory and theories of nation-building
exercised a profound influence on, and were bound up with the rise and
transformation of, Asian Studies and area studies more generally.2 The dominant
discourse within Asian Studies between the 1940s and the 1970s emphasized the
need for the various nations of Asia to develop gradually towards a relatively
universal form of liberal capitalist modernity. In the context of the
universalization of the nation-state system, the nation-state became the
unquestioned unit of study for proponents of modernization. Modernization
theorists sometimes conceived of the new nation-states in ways that at least
implicitly acknowledged that they were historically constructed and contingent,
but like development economists their work generally treated the new nations as
natural units that should and would, or at least ought to, evolve along a single, or
at best a limited number of, paths towards modernity. Meanwhile, the use of
political models (and lessons) with little or no regard to questions of time and
place further undermined modernization theory’s relationship to the spatial and
temporal specificity of the formation and consolidation, or failure (in the case of
South Vietnam, for example) of nation-states in this period.

This chapter begins by discussing briefly the rise of modernization theory.
This is followed by a discussion of area studies generally and Asian Studies
more specifically. It then looks at Japan as an early focus of work in Asian
Studies and its emergence as a model of modernization in the 1950s and 1960s.
This is followed by an examination of the role of the Committee on



Comparative Politics (which was established by the Social Science Research
Council in 1954) in the rise and consolidation of modernization theory. This leads
to a discussion of the work of modernization theorists, such as Lucian W.Pye,
who was closely associated with the Committee on Comparative Politics and the
Center for International Studies (CENIS) at MIT—the latter organization was
discussed in some detail in the previous chapter. This is followed by an
examination of the changes to modernization theory in the 1960s and early
1970s, with a particular emphasis on the US-backed nation-building effort in
South Vietnam (which had become the fulcrum of US policy in Asia by the 1960s)
and on the work of Samuel Huntington. The changes to modernization theory in
this period were intimately connected to the challenges to, and shifts in
orientation of, US foreign policy in Asia and beyond in the Cold War era. Too
much emphasis, however, on the perceived shift in modernization theory in the
1960s away from a focus on democracy to a preoccupation with order, in the
context of the reorientation of US hegemony, is no longer warranted. As recent
observers have argued, a close examination of the modernization literature
makes clear that order and stability were always more important than democracy
as far as most modernization theorists were concerned. Nevertheless,
modernization theory was subject to revision in the 1960s and early 1970s in the
context of growing challenges to its explanatory and prescriptive aspirations. The
most obvious shift was a retreat from the relative optimism of the late 1950s and
early 1960s, which credited the US with considerable power to shape events and
encourage nation-building in the socalled Third World in its own image, to a
concern, by the late 1960s and early 1970s, with order and the limits of
Washington’s power. However, this did not involve a dramatic rethinking of the
basic assumptions that underpinned the work of modernization theorists and US
policy-makers: assumptions that had facilitated Washington’s slide into full-scale
war in Vietnam in the 1960s.3

The Cold War and nation-building I: the making of
modernization theory

The origins of modernization theory

Many observers define modernization theory in a way that includes development
economics.4 However, others, such as Colin Leys (and this is reinforced by Nils
Gilman’s recent intellectual history of modernization theory), argue that it is
more precise to view development economics as having provided the earliest
systematic formulations of development theory generally, while modernization
theory is best viewed as having appeared in the late 1950s as a particularly North
American response by political scientists to the incipient failure of many of the
prescriptions of development economists.5 Other observers prefer to use the term
political development theory, rather than modernization theory, to describe the
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work on modernization by North American political scientists in the late 1950s
and 1960s. In the view of Paul Cammack, political development theory “drew
heavily upon modernization theory” (which Cammack attributes primarily to the
sociological tradition running from Max Weber to Talcott Parsons and Edward
Shils), “but at the same time engaged in a critical dialogue with it”.6 While
political development theory played an important role in the rise and or revision
of modernization theory, the latter term can still be seen to encompass
conceptions of political, social, and cultural change that extend beyond political
development theory as such. At the same time, I agree that development
economics should be regarded as an early form of development theory that is
distinct from modernization theory. However, while I will use the term
modernization theory to refer primarily to political development theory, I also
use it more broadly, as is widely accepted, to describe the growing array of
liberal theories of modernization that emerged after 1945 and took nation-states
in the Third World as their main objects. Thus, modernization theory will be
viewed as centered on political development theory, but also reaching across the
social sciences to encompass political science generally, as well as history,
sociology and area studies.

This formulation allows the Social Science Research Council’s (SSRC)
Committee on Comparative Politics, which was the key site for the production of
political development theory, to be seen as an important force behind
modernization theory in the 1950s and early 1960s whether the latter term is
defined narrowly or broadly.7 Chaired by Gabriel Almond from 1954 to 1963
(the other founding members of the committee were Lucian W.Pye, Guy
J.Pauker, Taylor Cole, Roy Macridis and George McTurnan Kahin), this
committee provided a key focus for the production and dissemination of
modernization theory. The Committee sponsored a wide range of academic and
policy-oriented publications, as well as a number of conferences and seminars.
The goal of the Committee on Comparative Politics was to come up with a
theory of political development; however, over time many crucial concepts were
used inconsistently, while no full-blown theory could be said to have emerged.8

Despite its scientific aspirations and despite the widespread usage of the word
“theory” to describe modernization theory, what the Committee on Comparative
Politics provided was primarily an outlook or approach to, rather than a theory
of, modernization. The Committee also played an important role in the
establishment of the acceptable parameters of the professional study of politics.
Like historians, such as John K.Fairbanks and Edwin O.Reischauer who will be
discussed below, the political scientists associated with the Committee were
aware that they were engaged in the production of a theoretical alternative to
Marxism. For example, in the early 1980s a former member of the Committee
asserted that its “purpose” had been to “formulate a non-Communist theory of
change and thus to provide a non-Marxian alternative for the developing
nations”.9
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The desire to generate an alternative theoretical apparatus to Marxism is nicely
encapsulated by the Committee on Comparative Politics’ efforts to marginalize
the conceptual use of the state. Of course, the foundations for such an effort had
already been laid by the 1920s. After the First World War, the concept of the
state was increasingly displaced as political science was consolidated and
professionalized around pluralism as both the basis of US politics and the norm
by which political theory and practice elsewhere was to be measured.10 In the
1950s Gabriel Almond and his fellow scholars avoided using the term “state”,
favoring the term political system, because, in their view the former was afflicted
with at least two important and connected shortcomings. First of all it was felt
that it was a vague term and it would be difficult to reach agreement as to what
exactly it meant. At the same time, it was felt that even if an agreed definition of
the state could be found any such definition would marginalize or exclude
important elements of the political process. Writing later, Almond argued more
broadly that it had been felt at the time that the dramatic social and political
changes which had occurred since the industrial revolution meant that identifying
the boundaries between state and society had become ever more difficult. 11

However, these reasons for avoiding the notion of the state appear less
persuasive than the fact that the Second World War and the Cold War had placed
new constraints on North American political science. For example, in a 1944
report on the future of comparative politics, Karl Loewenstein argued that
political scientists should dispense with any narrow focus on the state and become
“a conscious instrument of social engineering” for “imparting” the US
“experience to other nations” and the scientific integration of “their institutions
into a universal pattern of government”. He envisioned the emergence of a “total
science”, arguing that the “frontier posts of comparative government must be
moved boldly” to include both the entire world and a range of other academic
disciplines, which would ensure “access to the true Gestalt of foreign political
civilizations”.12 In 1953 David Easton argued that the Cold War made the
clarification of the political lexicon, the purging of the concept of the state and
the production of general laws, which would encompass all important political
activities and transcend specific cultures, a national and international
imperative.13

While modernization theorists sought to find alternatives to the “state” and
articulate “a non-Marxian alternative for the developing nations”, they were also
attempting (as Easton’s comments suggest) to shift anti-communism away from
the populist hysteria of the McCarthy era, towards a far more scientifically
grounded political position. Modernization theory was, as Nils Gilman has
suggested, a “high-concept version” of Americanism that involved “materialism
without class conflict, secularism without irreverence, democracy without
disobedience”. Although modernization theory was clearly anti-communist in its
political outlook, it rested on a deeper set of assumptions about progress and
modernity that overlapped with Marxism. In particular industrialization and
urbanization were central to both liberal and Marxist visions of modernity and
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national development. Furthermore, modernization theorists acknowledged the
modernity of the USSR, representing communism as a perverted version of
modernity, while hoping that the Soviet Union would eventually converge with
the democratic and capitalist type of modernity exemplified by the United States.14

Ultimately, modernization theory privileged an evolutionary conception of
political change and development grounded in a romanticized vision of the
history of the United States of America. Early modernization theorists were at
least rhetorically committed to democracy, often seeing it as the direct result
of economic development and the key to political stability. For example, James
Coleman discerned a “positive relationship between economic development” and
competitive and democratic political systems.15 At the same time, this conception
of political development was elitist and technocratic and even in the 1950s
stability was regarded as more important than democracy, an emphasis that
would become more pronounced in the 1960s.

The rise of Asian Studies

In the 1950s and 1960s Asian Studies generally, and the Association for Asian
Studies (AAS) more specifically, were strongly influenced by modernization
theory, while playing a complementary role in the wider US-led modernization
project of the Cold War era. The Second World War had brought a large number
of academics into direct contact with the US government. This provided the
foundation for a wave of institutional growth and expansion that began during
the Second World War but was facilitated over a much longer period by the Cold
War. Political scientists and historians established closer links with the US
government during the Second World War and the subsequent Cold War than
virtually any other academic disciplines except physics. The linkages emerged in
a number of ways, and although not all political scientists and historians
participated, the senior members of the political science and historical professions
were very well represented. Many academics took up full-time posts with
government agencies, while others did so part-time or irregularly, while many
others consciously allowed Second World War and later Cold War imperatives to
influence their work. The Office of Strategic Services (OSS), the forerunner of
the Central Intelligence Agency (CIA), was one of the most wellknown postings
for political scientists and historians, and one of the most significant for area
studies generally (and Asian Studies more specifically).16 W. Norman Brown,
who is credited with founding and guiding South Asian Studies in North
America after the Second World War, was employed by the OSS, as was John
K.Fairbank, who worked as an information officer at the US embassy in
Chongqing (Chungking) after the US entered the Second World War. Fairbank
went on to become professor of history at Harvard and is regarded as the
effective founder of modern Chinese studies in North America.17 Shortly after
the Second World War, Brown and Fairbank both wrote influential historical
surveys in the American Foreign Policy Library series about US relations with
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India, Pakistan and China respectively.18 McGeorge Bundy, one-time president of
the Ford Foundation, which provided considerable support for area studies in the
1950s and 1960s through its International Training and Research Program among
other initiatives, characterized the Office of Strategic Services as the “first great
center of area studies in the United States”.19

In the 1950s and 1960s large amounts of money from government and private
foundations, such as the Ford Foundation, became available with the intention of
enhancing the North American understanding of Asia and beyond.20 At the same
time, the disciplinary range of area studies grew dramatically as a new
generation of academics entered new or revised fields of study that emerged with
the expansion and diversification of the social sciences after 1945. This was the
context in which Asian Studies was consolidated. The main North American-
based professional organization for the study of Asia came into existence in 1948
as the Far Eastern Association—around the Far Eastern Quarterly, which had
first appeared in 1941. The Far Eastern Association became the Association for
Asian Studies in 1958. Although the Asian Studies profession increasingly
emerged as a result of, and tended to complement, the Cold War policies of the
US, a number of important Asian Studies specialists were badly treated by the
government in the early Cold War era. In the 1950s, the reputation of the
Institute for Pacific Relations, which had provided an important pre-1945
institutional focus for Asian experts, suffered irreparable damage after the Senate
Internal Security Subcommittee concluded that the organization had been
instrumental in the so-called “loss” of China. The tensions surrounding the
debate over the loss of China, and the Institute for Pacific Relations controversy
complicated the emergence of the Association for Asian Studies in the 1950s.21

For example, John King Fairbank came under scrutiny in the McCarthy years
and did not have a particularly good relationship with the State Department until
the 1960s. In the early 1950s Fairbank’s services as a State Department
consultant were discontinued. In 1951 he was refused a passport by the US
government, placing a year and a half delay on a planned trip to Japan, at the
same time as he was called to appear before a number of Congressional hearings
that scrutinized his loyalty.22

In the 1950s a geographically grounded academic division of labor emerged
within the US-centered Asian Studies profession. The professional study of Asia
was increasingly divided into, and institutionalized as, East Asian Studies,
Southeast Asian Studies and South Asian Studies, with the regional groupings
being further divided into their national components.23 Between the 1950s and the
1970s the dominant narrative within East Asian Studies, reflected in the work of
John King Fairbank (along with his fellow Harvard historian, Edwin O.
Reischauer who went on to be US ambassador to Japan from 1961 to 1966),
naturalized China, Japan and Korea as parts of an historically more or less
unitary and long-standing regional civilization. The knowledge they produced
about East Asia was descriptive and their approach framed the modern history of
the region in terms of the tension between tradition and modernity, a dichotomy
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that was/is central to modernization theory in all its forms. Even though, as noted,
academics such as Fairbank and Reischauer were not always in favor with the
government of the day, their work, along with that of most other North American
scholars, on the history and politics of East Asia reflected an overall congruence
with US geo-political concerns in the region even if they disagreed with
particular strategies and tactics.24 For example, Reischauer, the son of missionary
parents, who spent most of the first two decades of his life in Japan at the start of
the twentieth century (he was born in 1910), actively promoted US-Japanese
partnership from the outset of his career after 1945. This view meshed with US
policy by the late 1940s; it was also grounded directly in Reischauer’s liberal
universalism. He was unwavering in the view, as expressed years later in his
autobiography, that Japan and the United States “shared common basic ideals of
democracy, human rights and egalitarianism, and yearned alike for a peaceful
world order made up of truly independent nations bound together by as free and
open world trade as possible”.25

The Japanese model I: “a web with no spider”

Against this background, Reischauer had been an enthusiastic supporter of US
efforts to transform Japan into a liberal democratic nation-state after the Second
World War.26 While working for General MacArthur during the occupation of
Japan, Reischauer (who had spent the Second World War training US military
officers in the Japanese language and deciphering/translating Japanese cables)
persistently advocated that Japan could be returned to the path of liberal
democracy from which it had ostensibly strayed in the 1930s. In a policy
document written at the end of 1945 Reischauer argued that the institution of the
emperor could be made to be compatible with democracy and turned into a
symbol of modern Japan. In his view, no profound changes were required to
bring the Japanese political system into line with the standard now being set by
the victorious United States. This perspective was grounded in what would
become known disparagingly as the “Reischauer Line”.27 In the 1950s and 1960s
Reischauer took the view that, “using nineteenth-century China instead of the
West as the yardstick, Japan’s social and economic modernization and
remarkable progress toward democracy appeared to be an amazing success
story”.28 This complemented US policy, particularly following the so-called
“reverse course” after 1947. With the onset of the Cold War Washington’s fear
of social upheaval and even revolution in Japan ensured the effective restoration
of the old order minus the most notorious militarists. In the Japanese case, as
with West Germany, the US initially expected formal occupation would be
relatively brief, but it ended up assuming the responsibilities of an occupying
power for a number of years with General MacArthur and the majority of US
occupation troops remaining until 1952. (Of course, Japan remains a major base
for US troops in East Asia down to the present). In Japan, nation-building
included the reconstruction and reform of the education system, the press,
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industry and the legal system, as well as the retraining of the police, and major
disarmament, demobilization and demilitarization initiatives; however, more
significant changes were increasingly subordinated to the imperatives of the Cold
War. US efforts to stabilize the Japanese political system by retaining and using
the emperor and facilitating a conservative political restoration under the Liberal
Democratic Party (which has ruled Japan since 1955, apart from a brief hiatus in
the early 1990s) became central to turning Japan into a bastion of the US-
centered Cold War order in the region.29

Tokyo’s position as a pivot of US hegemony in East Asia increasingly meshed,
by the late 1950s and early 1960s, with Japan’s elevation to the status of an
Asian model of successful national development and evolutionary capitalist
modernization. The profound social costs of Japan’s emergence as a modern
nation-state prior to 1945 were routinely overlooked or downplayed. This led to
the effective marginalization of a great deal of Japanese language work in the
Marxist tradition, not to mention the work of pre-1945 North American scholars
of Japan, such as E.H.Norman (a Canadian academic and diplomat).30 One site
where the implicit, if not the explicit, effort to produce a conception of
modernization that would provide an alternative to Marxism was apparent was
the Conference on Modern Japan, set up as a special project of the Association
of Asian Studies at the University of Michigan in 1958. It became a key vehicle
for the study of the modernization of Japan in the 1960s. Its main goals were to
facilitate the dissemination of recent scholarship and the articulation of new
perspectives on modern Japan. Under the stewardship of an executive
committee, chaired by John Whitney Hall, which included Ronald P.Dore,
Marius B.Jansen, William W. Lockwood, Donald H.Shively and Robert E.Ward,
and with the financial support of the Ford Foundation, the Conference on
Modern Japan conducted five annual seminars on various aspects of “the problem
of Japan’s modern development”. It was hoped that the volumes that resulted
from the Conference on Modern Japan project would “prove both representative
of current scholarship on Japan and comprehensive in their coverage of one of
the most fascinating stories of national development in recent history”. The
Conference on Modern Japan also involved two more informal theoretical
discussions on modernization.31 As will be discussed in more detail in chapter 6,
an influential understanding of the role of government in the process of
modernization flowed from this nexus. The analysis provided by William
Lockwood in this period reflected the general consensus on state-guided national
development that prevailed. Lockwood’s edited volume in the series was entitled
The State and Economic Enterprise in Japan (1965) (despite the efforts of the
Committee on Comparative Politics to discourage the use of the term in this
period). He argued that the economic modernization of post-1945 Japan was
driven by a “web of influences and pressures interweaving through government
and business, rather than a streamlined pyramid of authoritarian control”. It was,
said Lockwood, a “web with no spider”.32 This interpretation meshed with the
analysis of the role of the government in Japanese modernization provided by the
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standard and exceedingly influential text, East Asia: Tradition and
Transformation, by Reischauer, Fairbank and Albert Craig. They pointed to the
“particular Japanese combination of free enterprise and government guidance”,
arguing that the government “was more deeply involved in planning than the
government of any other nonsocialist state”.33

More broadly, Reischauer’s writings helped by the 1960s and early 1970s to
promote the Japanese trajectory as an example of successful modernization with
lessons for developing nations. He deployed the pre-1945 Japanese trajectory as
a cautionary tale for those governments pursuing modernization in the post1945
era. Writing in the early 1970s, he observed that “growth in any society is likely
to be uneven, thus producing new imbalances” and that this “seems to be true
even when growth has been a relatively slow, evolutionary process”. He argued,
however, that “imbalances are more likely to become dangerously pronounced
when growth has been artificially forced, as in Meiji Japan, by a strong
leadership utilizing the experience and patterns of more developed societies”.
The precise result, he observed, was “unpredictable”, however, “there seems to be
a broad causal relationship between imbalanced growth and eventual instability”.
In his view this was “one conclusion to be derived from modern Japanese history
that seems relevant for the many other countries which are undergoing rapid and
usually forced change today”.34 At the same time, Reischauer’s work generally
sought to normalize the pre-1945 Japanese trajectory. This was embedded in his
wider concern to present Japanese history as part of world history emphasizing
what Japan had in common with the histories of other nations rather than what
made it unique.35 It was this kind of universalism that allowed Reischauer, and
most other modernization theorists, to assume that development lessons from the
experience of pre-1945 Japan, or from the US, were readily transferable to other
parts of the world in the post-1945 era.36

The challenge of “guerrilla communism” in Southeast Asia I:
Malaysia

While Japan emerged as central to US hegemony in East Asia after 1945 and
became an important focus of wider attempts to theorize the process of
modernization, increasing US involvement in Southeast Asia in the 1950s
ensured that the region also attracted the interest of a significant and growing
number of North American political scientists by the 1960s. George McTurnan
Kahin, who had played a founding role in the Committee on Comparative
Politics, but parted company with the Committee early on, was a central figure in
the creation and consolidation of Southeast Asian Studies in this early period.37

After finishing a bachelor’s degree at Harvard University in 1940, Kahin entered
the US army. During the Second World War he was part of a contingent of
paratroopers who were trained for insertion behind enemy lines in the
Netherlands East Indies, which was then occupied by Japan. However, by the
time US forces under General MacArthur began rolling back the Japanese
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empire, it had been decided that the erstwhile Dutch colony would not be a direct
focus of the campaign. Kahin ended up in Europe instead, but rekindled his
interest in Southeast Asia after the war. He received an MA from Stanford
University in 1946 and then went on to Johns Hopkins University. He did graduate
research in Indonesia during the final period of the Indonesian nationalist
movement’s struggle against Dutch colonialism in 1948–1949. After finishing
his PhD in 1951 he took up the post of assistant professor of government and
executive director of the recently established Southeast Asia Program at Cornell
University. Kahin was a driving force in Southeast Asian Studies at Cornell in
the 1950s and 1960s (he was director of the program between 1961 and 1970).
Meanwhile, in 1954 he established the Cornell Modern Indonesia Project, which
he ran until his retirement in 1988. In the early 1960s Kahin rose to prominence
because of his outspoken opposition to US policy in South Vietnam. He was the
main speaker at the first National Teach-in in Washington, DC in April 1964.38

Kahin played a key role in the 1950s in consolidating Southeast Asian Studies in
the North American univer sity system. He edited an influential general study of
Asian politics and another on Southeast Asian politics, both of which were
widely used as textbooks in this period.39 Kahin’s classic early study,
Nationalism and Revolution in Indonesia (1952), which was based on his
doctoral research in Indonesia in the late 1940s, reflected the early optimism
about decolonization, modernization and nation-building. In the case of
Indonesia and the rest of Southeast Asia and beyond it was hoped, if not
confidently expected in the 1950s that ethnic loyalties, and so-called primordial
sentiments, would fade and new loyalties to the modern nation would become
the central aspect of every citizen’s identity.40

Kahin’s work reflected a particularly early interest in Southeast Asia after
1945 by a political scientist. By the time his book was published, however,
Southeast Asia was becoming a major arena of the Cold War. Policy-makers in
Washington were increasingly concerned about the stability of the colonies and/
or new nations in the context of the consolidation of the People’s Republic of
China and the growing significance of “guerrilla communism” in the region.
Signalling this shift, at the end of the 1950s, Guy Pauker, a founding member of
the Committee on Comparative Politics, warned that Southeast Asia was going to
be a “Problem Area in the Next Decade”.41 In the early 1960s Pauker was head of
the Asian Section of the Social Science Division at the Rand Corporation and an
important figure in what Ron Robin has characterized as the “Military-
Intellectual Complex”.42 The geo-strategic importance of Southeast Asia and the
importance of political science to the study of the region are reflected in the
disciplinary and regional breakdown of recipients of the Ford Foundation-funded
Foreign Area Fellowship Program (FAFP). The FAFP, which was managed by
the Social Science Research Council, awarded 2,050 fellowships between 1952
and 1972. As a group political scientists received 439 of these awards, more than
any other discipline, while 8 percent of the fellowships were disbursed for
political science research on Southeast Asia.43

100 MODERNIZATION THEORY



The rising interest in Southeast Asia, in the context of the growing concern
with developing areas generally, is apparent in the work of Lucian W.Pye, also a
founding member of the Committee on Comparative Politics, who emerged as a
particularly influential advocate of modernization theory in the 1950s and early
1960s. Pye, who was born in China in 1921 of missionary parents, served as an
intelligence officer in the Marine Corps in Asia during the Second World War.
Following the end of the war he did graduate studies in political science at Yale
University where he studied with Gabriel Almond. Pye succeeded Almond as
head of the Committee in 1963, a post he held until it ceased operation in 1972.
Pye’s work combined an explicitly psychological approach to political behaviour
with the examination of political change in the emerging nation-states of Asia
and Africa.44 His first book, which was published in 1956, was on “guerrilla
communism” in British Malaya.45 It built on Almond’s 1954 study, which was
preoccupied with the psychological “appeal” of communism. Almond had
concluded that the communist parties of Western Europe, which were the focus
of his study, drew their recruits from members of the population who were
“alienated”, “deviational” or “psychologically maladjusted”. Under
these circumstances the new recruits were attracted to the structure provided by
the communist parties primarily as a means to resolve personal identity crises.46

Pye’s book on the communist insurgency in British Malaya linked Almond’s
ideas to an explicitly developmental approach that identified late-colonial
Malaya as a “transitional” society.47 He argued that the fundamental basis of the
appeal of communism in Malaya and other underdeveloped nation-states was the
insecurity experienced by people who had lost their “traditional way of life” and
were undergoing psychological stress as part of their effort to achieve a
“modern” existence. Pye, who conducted his fieldwork in 1952 and 1953 in
Malaya, where he interviewed sixty former members of the Malayan Communist
Party with the cooperation of the Malayan authorities, concluded that those who
joined the MCP did so because the organization represented a “stable element in
their otherwise highly unstable societies”. He argued that “in the structure of the
party” the recruits could find “a closer relationship between effort and reward
than anything they have known in either the static old society or the unstable,
unpredictable new one”.48 Harry J.Benda outlined a similar perspective on the
“appeals of communism” when he observed that: “Communist movements” in
Asia and other parts of the developing world “provide a substitute for decayed or
vanishing institutions”.49

This kind of work reinforced the outlook that underpinned the counter-
insurgency and nation-building efforts of the colonial government in Malaya (as
manifested in the writings of British officials such as Sir Robert Thompson).50

Like Thompson (who was head of the British Advisory Mission to South
Vietnam between 1961 and 1965), Pye’s analysis also meshed with the thinking
that increasingly underpinned the US modernizing and counter-insurgency
efforts in South Vietnam by the early 1960s. According to Pye, if peasants in
“transitional societies” joined guerrilla movements to acquire a modern identity
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then the way to defeat the guerrillas was to establish governing institutions that
were more effective, more appealing and more modern than those provided by the
communists. In November 1963 Pye presented a paper at a United States Agency
for International Development (USAID) advisory committee meeting that argued
that all governments in the new nations confronted profound crises of
“participation” and “legitimacy”. In order to resolve these crises, he advised that
the governments concerned should seek to gain greater control over their citizens
by mobilizing them for a more active role in national politics.51

The Cold War and nation-building II: the militarization of
modernization theory

The “search for identity” in Southeast Asia: Burma and
Indonesia

As his presentation to USAID made clear, Pye and other modernization theorists
were expressing growing concern by the early 1960s about whether the incipient
or recently established nation-states in Asia and Africa would successfully make
the transition to modernity. For example, in 1960 Pye lamented that the
“transitional societies of Southeast Asia have not fully incorporated the view
common to rational-legal systems of authority that the appropriate goal of
politics is the production of public policy in the form of laws”. He noted that, in
Southeast Asia, “power and prestige” were still regularly regarded as “values to
be fully enjoyed for their own sake”.52 In 1962 Pye published a major study
(supported by the Center for International Studies at MIT) that focused on the
“problems of building a modern nation-state”. His book, Politics, Personality
and Nation-Building: Burma’s Search for Identity, used Burma as a case study,
but drew examples from a wide range of emergent nation-states in Asia and
Africa. A central concern was why “transitional societies have such great
difficulties in creating an effective modern state system?” At the outset he
remonstrated that the “shocking fact has been that in the last decade the new
countries of Asia have had more difficulties with the psychological than with the
objective economic problems basic to nation-building”. He argued that, as
colonies in Africa increasingly moved towards decolonization, it would “become
more apparent” that they, like the new nations of Asia, are “crucially affected by
deep psychological conflicts”. Making clear the concern with order that was
central to modernization theory from the outset, he lamented the apparent lack of
“doctrines on nation-building”. The formulation of such a doctrine, he argued,
had been “inhibited primarily” by an “unreasoned expectation” that democracy
was “inevitable” and by the “belief that political development is a natural and
even automatic phenomenon which cannot be rationally planned or directed”.
Pye emphasized that there was a “need to create more effective, more adaptive,
more complex, and more rationalized organizations” to facilitate nation-building.
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However, the “heart” of the nation-building “problem”, for Pye, still centered on
the “interrelationships among personality, culture, and the polity”.53

The preoccupation with personality that characterized Pye’s work is reflected
in his assertion that the “hope” for “transitional peoples” rested in their search
“for new collective as well as individual identities”. He was adamant that the
successful national development depended upon the realization of a “greater
sense of order” at both the personal and national political levels. Pye proffered
two broad approaches to make this happen, arguing that for transitional societies
to “advance” they would have to successfully combine both of these. The first
involved a “grand ideological solution” where a leader would emerge who, “out
of the depths of his own personal experience”, would be “able to give his people
an understanding of the new sentiments and values necessary for national
development”. The second lay in “assisting individuals as individuals”, helping
them “to find their sense of identity through the mastery of demanding skills”. In
this way national development would be advanced “as ever increasing numbers
of competent people meet in their daily lives the exacting but also
psychologically reassuring standards of professional performance basic to the
modern world”.54 These prescriptions clearly reflect the evolutionary and
universalized character of modernization theory, assuming that modernization is
about making a transition from tradition to modernity and that transition is made
at the level of individual change under a leadership with a modernizing vision.

Pye’s work clearly demonstrated the way in which modernization theorists
expected, or at least remained confident, that the right nation-building strategies
would ensure that traditional loyalties, such as ethnic allegiance, would fade and
new loyalties to the modern nation would become the central element of every
citizen’s identity. By the beginning of the 1960s a growing number of new
nation-states were experiencing instability related to ethnic conflict; however,
despite this trend and despite its significance for Burma in particular, Pye’s book
avoids the question of ethnic conflict. For a decade since independence from
Britain in 1948 the Burmese state, controlled by the politically dominant
Burmans, had been engaged in more or less ongoing warfare with the former
colony’s ethnic minorities. Most of the insurgencies had wound down by 1958
(only the Karens remained in open rebellion), but it was not at all clear that these
conflicts had been resolved. That they had not been resolved became clear in
subsequent decades.55 These ongoing ethnic insurgencies represented what
Walker Connor has described as the postcolonial Burmese state’s “most visible
and significant barrier to integration”; however, Pye makes only one passing
reference to minorities in a book of 300 pages (nor does it figure in his earlier
work on Malaya), and his neglect of ethnicized conflict was not particularly
unusual for modernization theorists in this period.56

By contrast, Clifford Geertz—who served in the US Navy during the Second
World War before embarking on an academic career—addressed the question of
ethnic differences more directly in a 1963 book sponsored by the Committee for
the Comparative Study of New Nations at the University of Chicago.57 Although
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his analysis reflected an awareness of ethnic differences, in his contribution to
Old Societies and New States: The Quest for Modernity in Asia and Africa,
Geertz tended to treat cultural and religious sentiments as relatively fixed and
even “primordial”. In his chapter on “The Integrative Revolution”, Geertz (an
anthropologist, rather than a political scientist, by training) expressed a
significant degree of concern about the chances for success of what he called the
“integrative revolution” (this was represented as a process by which “primordial”
loyalties to region, race, kinship group, custom, religion and language were
subsumed into a wider national consciousness) that was underway in the new
nations of Asia and Africa. His chapter dealt with a range of examples, including
Burma, Malaya and Indonesia. Despite the differences between Burma, Malaya
and Indonesia, he argued that they, and other new nation-states, shared a
“common problem—the political normalization of primordial discontent”. Geertz
compared the “new states” to “naïve or apprentice painters or poets or
composers, seeking their own proper style”. He then described the “new states”
as “imitative, poorly organized, eclectic, opportunistic, subject to fads,
illdefined” and “uncertain”. In the case of Burma, Geertz warned that the
government did not have the loyalty of non-Burmans during much of the 1950s
and “if its ethnic enthusiasm is not contained, it may not have it a decade hence
either”. Writing at the time of the rebellions in the Outer Islands and the trend
towards authoritarianism under Sukarno in the late 1950s and early 1960s,
Geertz perceived Indonesia as “an almost classic case of integrative failure”.
He lamented that “every step toward modernity” in Indonesia had simply
strengthened the tendency towards “an unstable amalgam of military coercion
and ideological revivalism”.58 The increasing perception, by the early 1960s, that
Southeast Asian nation-states, such as Burma and Indonesia, were drifting from
the modern democratic path was apparent in the detailed empirical work of
Herbert Feith and Daniel Lev on Indonesia. At the same time, their analysis
reflected the elitist orientation of modernization theory and its ahistorical and
universalizing approach, evaluating the Indonesian trajectory in terms of its
inability to recapitulate an idealized version of the North American path to
modernity.59

While North American social scientists, such as Geertz, were concerned with
the integrative prospects of an independent Indonesia, the US government was
playing a key role in supporting the rebellions of the late 1950s as part of its
efforts to destabilize the Sukarno government. The so-called “loss” of China in
1949 had a powerful impact on the thinking of President Eisenhower and his
Secretary of State John Foster Dulles. In particular, they thought the victory of
the Chinese revolution flowed in large measure from the Truman
administration’s preoccupation with maintaining the territorial integrity of China
when confronted with the obvious military and political superiority of the
communists. This outlook, combined with the assumption that Sukarno’s non-
aligned policy, and his alliance with the Indonesian Communist Party, were
evidence that he was leading Indonesia into the communist bloc, formed the

104 MODERNIZATION THEORY



centerpiece of the Eisenhower administration’s approach to a series of rebellions
in the archipelago in the late 1950s. The emergence of Pemerintahan
Revolusioner Republik Indonesia (Revolutionary Government of the Republic of
Indonesia—PRRI) in Sumatra and Piagam Perjuangan Semesta Alam (Universal
Struggle Charter—Permesta) in Sulawesi, primarily under the leadership of
disgruntled army officers, were driven to a significant degree by the struggle
between “left” and “right” in Indonesia. In particular the PRRI and Permesta
revolts were a response to the resurgence of the Partai Komunis Indonesia
(Communist Party of Indonesia – PKI), which was growing in influence by the
late 1950s. In this period, the PKI was increasingly arguing that the national
revolution needed to be completed by breaking the nation’s ties with imperialism
and its dependence on comprador elements. Viewing the rebellions as an
opportunity to destabilize and possibly even topple the increasingly left-leaning
government of Sukarno, Washington provided considerable covert support to the
ultimately unsuccessful rebellions. In 1957 and 1958 the US initiated a CIA-led
covert operation, involving the US Navy and elements of the US Airforce, which
was larger in scale and scope than the much better-known, although no more
successful, Bay of Pigs operation against Castro’s Cuba in the early 1960s.60

However, these conflicts in Indonesia, while certainly having an ethnic
component, were not secessionist as such and were still primarily about
reconfiguring the Indonesian nation-state rather than (in contrast to Burma, for
example) breaking it up. Throughout this period, and in contrast to the later
period, a strong commitment to national unity survived across the political
spectrum in Indonesia.61

The challenge of “guerrilla communism” in Southeast Asia
II: South Vietnam

The work on nation-building and national development by Pye and Geertz, as well
as other modernization theorists, reflected the growing concern in the 1960s
about the future of the new nation-states in Asia and the emerging Third World.
This intersected with an increased emphasis in US foreign policy circles
(symbolized by the election to the US presidency of John F.Kennedy) on the
need for a more ambitious nation-building strategy As we have seen, this
involved taking the initiative in Asia (as well as Latin America, the Middle East
and Africa) to counter the communist threat via the infusion of increased levels of
military and economic aid, advice and support. As already emphasized, the
country that encapsulated US nation-building efforts in the early 1960s was
South Vietnam. In a major address to a conference at West Point on April 18
1963, attended by Lucian Pye among others, Walt Whitman Rostow declared that
the key to winning the guerrilla war in South Vietnam was to “create at forced-
draft the bone structure of a modern nation”.62 In the context of the Kennedy
administration’s wider effort to bring modernity to the Third World, the US-
backed nation-building initiative in South Vietnam had entered a new phase by
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the early 1960s. This new phase also flowed in significant measure from changes
to the situation in South Vietnam itself by the end of the 1950s. Following the
Geneva Conference in 1954, which temporarily divided Vietnam between North
and South, the Viet Minh had withdrawn militarily to the north, but a large
number of its members and supporters continued to live in the south. In 1959 the
Communist party leadership in Hanoi, in part as a result of growing pressure
from its southern members, took the decision to support armed struggle in South
Vietnam. In December 1960 the National Liberation Front of South Vietnam
(NLF), a popular front organization modelled on the Viet Minh, was established
to spearhead the guerrilla war. By 1961 the fighting between the NLF and the
South Vietnamese regime was increasing steadily.63

In response, the Strategic Hamlet Program became the “centerpiece” of
Washington’s policy towards South Vietnam in 1962 and 1963. Drawing on the
experience of previous French colonial initiatives, earlier efforts by the regime of
Ngo Dinh Diem (1955–1963), as well as British counter-insurgency programs in
Malaya in the 1950s, the Kennedy administration encouraged and facilitated the
removal of peasants from widely dispersed villages, placing them in concentrated
settlements which could be controlled more directly by the government in
Saigon. Washington’s commitment to this program was apparent in the fact that
the State Department scheduled almost US$90 million to be spent on strategic
hamlet programs for fiscal year 1963. Using this strategy the US Military
Assistance Command (MACV) and USAID sought to prevent, or at least
seriously weaken the NLF’s ability to get intelligence, food and other supplies,
as well as recruits from the southern population. They also sought to inculcate
new i ideas about national citizenship that were centered on loyalty to the
government of South Vietnam. In 1962 it initially appeared as if the strategic
hamlets were undermining the influence of the NLF; however, the guerrillas
acted rapidly and effectively to counter this trend. The NLF promised the
peasants (many of whom were, not surprisingly, hostile to resettlement, as well
as the forced labor demands and other coercive aspects of the US-backed
program) that following the revolution they would be allowed to return to their
old villages. The NLF also intensified military attacks on and recruitment in the
strategic hamlets. In a wider sense, however, the Strategic Hamlet Program failed
because US officials and advisors were unable or unwilling to examine the ideas
it rested on. The assumption that rural practices and values could be eradicated,
or at least revised, to fit anti-communist modernizing and nation-building goals
remained entrenched as the war deepened. After Diem’s ouster and death, the
term strategic hamlet was excised from counterinsurgency discourse, but
subsequent efforts to resettle and control the rural population did little but rework
the basic modernization framework that underpinned the failed Strategic Hamlet
Program of 1962–1963.64

After the overthrow and assassination of Diem and his brother Ngo Dinh Nhu
Diem in a military coup in October 1963, the Strategic Hamlet Program’s
successors were increasingly overshadowed by full-scale warfare. The US had
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hoped that the overthrow of the Diem regime would improve the stability of
South Vietnam; however, the deterioration in the military situation following the
coup paved the way for the escalation of US involvement and direct military
intervention by 1965. This led, in turn, to immense human, material and
environmental destruction, but failed to solve the fundamental political problems
of the Saigon regime and the fragile nation-state of South Vietnam. The
pervasive reliance on the US, economically, militarily and politically, generated
growing possibilities for government and private corruption that completely
shredded the South Vietnamese government’s nationalist credentials. The war
became a business opportunity for many members of the wealthy and well-
connected elite in Saigon. While a significant number of people in the south were
hostile to the communists, they also lost interest in fighting for the increasingly
corrupt and despotic US-backed regime.65 Furthermore, in their effort to build a
modern nation-state in the southern half of Vietnam (something that will be
discussed in more detail in chapter 8), US policy-makers overlooked the fact that
many southerners identified with the culturally and historically delineated
Vietnamese “nation” that was larger than the post-1954 polity presided over by
Diem and his successors.66 At no point were the assumptions about
modernization, or the viability of South Vietnam as a nation-state, ever seriously
questioned by US policy-makers or advocates of modernization theory This is
reflected in the relative acquiescence to the imperatives of the Cold War on the
part of the majority of the members of the Asian Studies profession in the 1960s
and early 1970s. In the Vietnam era, the Association for Asian Studies, which
had almost 5,000 members in 1970, adopted a relatively detached majority
stance on the war in Southeast Asia. At the end of the 1960s AAS president,
William Theodore de Bary of Columbia University, called for a position on the
war in Vietnam that was “nonpolitical but not unconcerned”.67 The active
academic opposition to the war was left to the much smaller Committee of
Concerned Asian Scholars, which broke from the Association for Asian Studies
in the late 1960s.68

The politics of order and nation-building I: reorientation and
revision

In the late 1960s and 1970s a continued commitment to the search for theories of
modernization and strategies of nation-building with universal relevance was
apparent in the work of a number of modernization theorists who were much
more overtly political than the non-political position advocated by AAS
president de Bary. A number of observers have argued that the war in Vietnam
provided the backdrop for the consolidation of what is sometimes called the
politics-of-order approach, or military modernization theory In particular it is
often argued that, as a result of an increasing number of challenges to US nation-
building efforts, the creation of institutions and organizations that could provide
order became the key issue for modernization theorists during the 1960s.69 In the
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context of the prominent role of the military in politics in Asia and beyond this
led to growing interest in the “military as a modernizing force”.70 In 1959, in an
article that sought to direct attention to Southeast Asia, Guy Pauker had warned
that the “liberal tradition” of the United States made “it repugnant to contemplate
regimes controlled by military elements”.71 By 1962 Pauker’s views had become
more explicit in their emphasis on a military solution, rejecting psychological
theories of nation-building and the preoccupation with winning “hearts and
minds” that was ostensibly the key to “constructive counterinsurgency” in the
late 1950s and early 1960s. At a conference on “The U.S. Army’s Limited War
Mission and Social Science Research” in mid-1962, which was held at American
University in Washington DC, Pauker told those in attendance about new
research at the Rand Corporation that challenged the prevailing emphasis on
social and economic reform in, and psychological approaches to,
counterinsurgency. While Pauker’s views were apparently out of step with those
of the other participants in the conference, the shift in emphasis from
“constructive counterinsurgency” to “coercive counterinsurgency” that was being
advocated by the social science division at the Rand Corporation eventually
became the “intellectual prop” for direct US intervention in South Vietnam by
the Johnson administration after 1965.72 As the 1960s unfolded the US
government, with the support of policy-intellectuals based at, or affiliated with,
the Rand Corporation, along with other modernization theorists, were
increasingly formulating and/or acting on what some observers have called
“military modernization theory”.73 As the 1960s progressed, proponents of the
modernizing role of the military in Asia and elsewhere increasingly emphasized
the importance of cultivating military officers, and pointed to the central role the
military as an organization could play in nation-building and the provision of
order.74

Samuel Huntington is generally seen as one of the most prominent exponents
of the need to shift from classical modernization theory, with its psychological
orientation and its ostensible emphasis on democracy, to the politics of order and
military modernization theory.75 A major figure in North American political
science, Huntington began his career as an undergraduate at Yale in the 1940s.76

He then completed an MA at the University of Chicago in 1948. He did his PhD
at Harvard, graduating in 1951, and remaining as a member of staff. In the 1950s
and 1960s he acted in various consultant and advisory capacities to the US
government and to the Democratic Party. In the 1970s he developed close links
with the Trilateral Commission. He was on the Trilateral Task Force on the
Governability of Democracies and authored the section on the United States in
the well-known Task Force report, The Crisis of Democracy. Huntington served
as the Coordinator of National Security on the National Security Council during
the Carter administration, a post he resigned from in August 1978 in order to
become the Director of the Center for International Affairs at Harvard
University.77 In the 1950s and early 1960s Huntington wrote about the military
in politics.78 His reputation as a theorist of political development and
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modernization—a reputation that had first been established with The Soldier and
the State in 1957—was consolidated with Political Order in Changing Societies,
which first appeared in 1968.79

Political Order in Changing Societies was exceedingly influential.80

However, as Paul Cammack and Irene L.Gendzier have argued, it was not as
dramatic a departure from earlier trends in modernization theory as either
Huntington, or many other observers, have suggested.81 Many of its main ideas
and propositions are to be found in earlier books on modernization theory. What
Huntington did, however, was to synthesize this earlier work while focusing on
predicting what might or might not be necessary to ensure continued political
order and social stability. He held up political order as the ultimate goal of any
society.82 In an implicit critique of development economics and Cold War policy-
makers he argued that, contrary to earlier expectations, the instability in Asia and
the rest of the Third World since the Second World War was primarily the result
of “rapid social change and the rapid mobilization of new groups into politics
coupled with the slow development of political institutions”. In his view, US
foreign policy since 1945 had missed this point, because Washington had
focused on the “economic gap” and ignored the “political gap”. He emphasized
that the political gap had been ignored because of the assumption in North
America that political stability flowed from “social reform” stimulated by
economic development. However, in his view it was actually the process of
modernization that resulted in political instability. For Huntington organization
was the “road to political power” as well as the “foundation of political stability”.
While the “vacuum of power and authority” which was seen to exist in “so many
modernizing countries may be filled temporarily by charismatic leadership or by
military force”, he argued that it could only “be filled permanently” by “political
organization”.83

Much of this emphasis can already be discerned in the writing of earlier
modernization theorists such as Pye and Almond. For example, as we have
seen a concern about the neglect of the political side of development, and the
emphasis on building institutions and creating organizations, was present in
Pye’s book on Burma, which was cited approvingly by Huntington in relation to
his discussion of the need for building political organizations.84 At the same time,
despite growing evidence to the contrary, the assumption that economic
development produced political stability continued to prevail in US government
circles into the mid-1960s. In fact, Secretary of Defense, Robert S.McNamara’s
articulation of this view in 1966 was challenged directly by Huntington.85 As his
criticisms of McNamara’s views on the causal link between poverty and
instability suggest, there was a connection between Huntington’s conclusions in
Political Order in Changing Societies and his work for the US government in the
second half of the 1960s.86 From 1966 to 1969 Huntington was chairman of the
Council on Vietnamese Studies of USAID’s South East Asian Advisory Group.
In 1967 he spent time in South Vietnam, and in 1968 he wrote an article that
explained the communist success there in terms of their “ability to impose
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authority in rural areas where authority was lacking”. In his view—and this was
a major theme of his book as well—the appeals of communism in South Vietnam
did not stem from material poverty, but from “political deprivation”, that is, the
lack of an “effective structure of authority”. In Huntington’s estimation, and in
contrast to earlier writers on the subject, the rural areas could not be retaken from
the communists. In the three years between 1965 and 1968, approximately 3
million Vietnamese had already fled to the urban areas, especially Saigon. In
South Vietnam and elsewhere the key to combating wars of national liberation,
according to Huntington, was to adopt a policy of “forceddraft urbanization” and
“modernization”, which would quickly shift the nation-state in question beyond
the stage where a rural-based revolution had any chance of building up enough
support to capture national political power.87

The draconian prescriptions of Huntington, and other modernization theorists
who viewed order as the primary objective, held out the possibility that
successful nation-building in South Vietnam and elsewhere remained within
Washington’s power. However, with the Tet Offensive in early 1968, any idea that
US power could turn South Vietnam into a viable capitalist nation-state and
achieve military victory against the North had already disappeared. For the
architects of the US war in Vietnam, the Tet Offensive represented what Gabriel
Kolko has described as “a long-postponed confrontation with reality”.88 Against
the backdrop of the failing US effort to turn South Vietnam into a Southeast
Asian version of South Korea or Taiwan (which, in Cold War terms, were
superficially similar to South Vietnam and each other, but, as we will see in
chapter 8, have different histories), Huntington’s book represented an important
reorientation and revision of modernization theory. It also represented an
inability, or an unwillingness, to probe the deeper assumptions on which the US-
led modernization project rested. Political Order in Changing Societies
highlighted the close connection between political science and the “policy
concerns of the day”.89 The assumptions and concerns of the officials who
carried the US into full-scale war in Vietnam were closely connected to the theories
of modernization that emerged in the 1950s and 1960s.90 Despite revisions,
modernization theory continued to be constrained by the way in which change
was conceptualized as a process in which nation-states evolve, ought to evolve,
or can be made to evolve, along a single path, or at best a limited number of
paths, towards capitalist modernity. This outlook was grounded implicitly, and
often explicitly, in romanticized visions of the history of North America and
Western Europe (especially the US and Great Britain). The routinization of the
nation-state system also meshed with and reinforced the wider organic
metaphors that had come to underpin a great deal of work on modernization.
Organic and evolutionary conceptions of development glossed over the uneven
and destructive aspects of capitalist development. Meanwhile, the use of
economic and political models with little regard to questions of time and place
facilitated the consolidation between the 1940s and the 1970s of a shifting but
consistently technocratic and elitist approach to national development and
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universalized nation-building lessons based on selective readings of particular
cases of nation-state formation and consolidation. At the same time, as we will
see, the Committee on Comparative Politics did not survive the 1970s, and part of
its undoing flowed from a growing challenge to its pretensions to produce a
universal theory of modernization.

By the late 1960s, political development theorists such as Huntington had
completely subordinated democracy to a concern with order and stability. The
politics-of-order approach treated the emergence of authoritarian regimes, such
as Suharto’s New Order (1966–1998) in Indonesia that followed the displacement
of Sukarno in 1965–1966, as a necessary response to instability, and focused on
the need for and the ability of centralized authoritarian states (although the term
state was not usually used) to better pursue capitalist development.91 This
understanding of the emergence of the New Order in Indonesia was apparent, for
example, in an article in Asian Survey by Guy Pauker in the late 1960s.92 Not
surprisingly, ideas about the functional need for a military-led technocracy to
oversee the process of development were also popular with members of the
Indonesian military. For example, Huntington’s ideas, as well as those of earlier
North American modernization theorists, are readily apparent in the writings of
Ali Moertopo, who served as Suharto’s intelligence chief for many years.93 In
South Korea, meanwhile, Huntington’s book was widely read in translation by
the 1970s, and provided legitimation for the authoritarian regime of Park Chung
Hee (1961–1979).94 More broadly, political scientists, such as John P.Lovell and
C.I.Eugene Kim, drew attention to the role of the military in politics and
education in the communist states of Asia, before emphasizing the “political
relevance of military education, training and indoctrination” in the non-
communist nation-states of the region. For example, they held out the “system of
military education in South Korea” as important because “of both the politically
relevant substance of military education and the numbers of persons in the
society exposed to such education”. By 1967 over 300,000 South Koreans had
received basic military training and also completed at least one of the many
courses run by the military.95

The politics of order and nation-building II: diversification
and decline

By the 1970s the elaboration of the politics-of-order approach was part of a much
wider process of diversification and decline as various new radical and moderate
theoretical challengers to modernization theory emerged, including the theory of
bureaucratic-authoritarianism. Associated initially with the work of Guillermo
A. O’Donnell, the idea of bureaucratic-authoritarianism had gained some
prominence by the 1970s.96 O’Donnell argued that, in late-industrializing nation-
states, economic development intersected with the end of democracy and greater,
rather than less, inequality. His approach drew on Weberian sociology, Marxism
and corporatist concepts. More specifically he built critically on Huntington’s

THE MODERNIZATION PROJECT 111



approach and on the early historical critique of modernization theory articulated
by Barrington Moore.97 Central to O’Donnell’s analysis was the argument that a
bureaucratic-authoritarian state emerged when the limits of import-substitution
industrialization were reached. At this point the alliance, which had been forged
between the working class and the bourgeoisie, broke down and the national
bourgeoisie moved to form an alliance with the military and the technocracy
resulting in bureaucratic-authoritarianism. A central characteristic of a
bureaucratic-authoritarian regime, as defined by O’Donnell, was that it was an
attempt by the national bourgeoisie, linked to transnational capital, to protect
their interests and guide the economy in a direction commensurate with their
needs. The more deterministic elements of the theory of
bureaucraticauthoritarianism were increasingly challenged (even by O’Donnell
himself) by the second half of the 1970s, at the same time as it was used as a
relatively open conceptual framework that provided more of a guide for research
than a verifiable theory.98 The concept of bureaucratic-authoritarianism
represented a particularly critical revision of modernization theory that went
much further than Huntington in the way that it incorporated insights from
Marxist and Marxist-derived theories. Although its primary impact was in Latin
American studies, bureaucratic-authoritarianism had a broad influence on the
study of modernization and political development. It played a role in, or was
connected to, the shift in political science towards “bringing the state back in”, a
shift that had important implications for the analysis of political and economic
change in Northeast and Southeast Asia.

The shift towards “bringing the state back in” followed on from the
diversification of modernization theory generally and from the decline of the
Committee on Comparative Politics more specifically. These changes are
reflected by Charles Tilly’s work on state formation in Western Europe, which was
sponsored by the Committee.99 The Committee had apparently hoped that
Western European examples could be used to “test and refine” the theories of
modernization and political development they had generated in relation to the
developing world. The Committee was also concerned that the study of European
politics was declining i in significance within the sub-discipline of comparative
politics. The proposed project on Europe was, at least partially, an attempt to
rejuvenate European politi ical studies via its inclusion in the study of political
development in the non-European world. Lucian Pye, who was by this point
chair of the Committee, argued in the foreword to Tilly’s book that one of its
goals “was to discover the extent to which” the study of state formation in
Western Europe “could usefully inform contemporary efforts at advancing both
the practice and theories of political development”. However, Tilly’s study was a
disappointment for Pye, particularly because of its failure to provide sustenance
for the universalizing and ahistorical approach that was the hallmark of political
development theory. Tilly’s study crystallized the tension between political
science and history in relation to the study of state formation and nation-
building. By the time the project was underway the field of political

112 MODERNIZATION THEORY



development theory was breaking down. In fact the Committee on Comparative
Politics was wound up in 1972, while The Formation of National States in
Western Europe was not published until 1975. Ultimately Tilly’s study
symbolized the growing interest by the 1970s on the part of North American
social scientists and historians generally, and political scientists specifically, in
state-centered approaches to historical and political change.100 This shift was
formalized with the establishment of the SSRC’s Committee on States and
Social Structures in 1983, the body that sponsored the 1985 edited volume
entitled Bringing the State Back In.101

The publication of Tilly’s book coincided with the fall of Saigon, by which
time Southeast Asian Studies in general had declined in significance in North
America. However, it was specific disciplines within Southeast Asian Studies,
such as political science, that were the most dramatically affected. Between 1962
and 1964 political science applications for work on Southeast Asia were by far
the most numerous to be received by the Foreign Area Fellowship Program
(FAFP) run by the SSRC. As US involvement in Vietnam deepened in 1965–
1967, political science proposals represented at least 50 percent of all applications.
Between 1968 and 1970 political science applications remained as numerous as
in the previous three-year period; however between 1971 and 1973, proposals
from anthropologists overtook those from political scientists. Political science
applications to the FAFP for support for work on Southeast Asia then descended
to a historically low level in 1974–1976. The relative retreat of North American
political scientists from Southeast Asia by the end of the Vietnam War points to
the way in which US failure in Vietnam led to the redirection of the modernizing
expectations of political scientists. In effect, for its practitioners it was not
modernization theory that was seen to have failed, but South Vietnam
specifically, and even Southeast Asia more generally. Instead of exploring the
reasons for that failure, political scientists turned their attention elsewhere, either
geographically or thematically.102 By the late 1970s, the Newly Industrializing
Countries (NICs) of East Asia, South Korea, Taiwan, Hong Kong and Singapore
were attracting growing interest. By the 1980s the economic success of Thailand
and Malaysia (and latterly Indonesia and coastal China) was being studied and
celebrated, often via revised theories of modernization, including an effort by
Lucian Pye to vindicate earlier modernization theory.103 By the end of the Cold
War Vietnam, which had in an earlier era been a key geo-political factor behind
the wider effort to produce a non-communist theory of modernization, was also
increasingly represented as having finally discovered the path to capitalist
modernity although the Vietnamese leadership looked to Japan far more than the
United States as the model of national development to emulate.104

Conclusion: modernization theory

In the 1950s modernization theory generally, and political development theory
more specifically, emerged as one of the most significant trends in political science
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and area studies. The rise and transformation of modernization theory was linked
in important ways to decolonization, the Cold War and US policy in Asia (and
beyond). This chapter has examined the history of modernization theory from the
1940s to the 1970s with a focus on Japan and Southeast Asia, emphasizing the
way in which decolonization, the Cold War and the growing power of the US were
linked to the emergence and consolidation of the modern idea of development as
national development. Using Northeast Asian and Southeast Asian examples it
has been argued that a central contradiction of modernization theory, and of the
wider US-sponsored modernization project, was the way in which they
uncritically took the nation-state as the key unit of analysis. It has also been
emphasized that the work of North American political scientists writing about
modernization intersected with the concerns of US policy-makers. Ultimately the
assumptions that these groups shared played an important role in Washington’s
deepening involvement in Vietnam in the 1960s. At the same time, the war in
Vietnam was also central to the changes to modernization theory and the overall
reorientation of US hegemony that occurred in this period. The reorientation of
US hegemony provided the overall context for the decline of national
development and the emergence and consolidation of the US-led globalization
project after 1975.

Notes

1 Nation-building in the Cold War era is being defined here primarily as a US-or Soviet-
sponsored effort, with important relative exceptions such as United Nations
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1953). The latter had formally been a UN initiative despite the fact that it was an
overwhelming US operation in practice. Furthermore, it was not until the post-Cold
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significant role in nation-building efforts, that the UN intervened on the scale of its
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University Press, 2000.
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Columbia University Press, 1984; I. Wallerstein, “The Unintended Consequences of
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Part II

The globalization project

It may be the case that the heroic age of building national champions
through state-supported industrial policy is over. If this is indeed the
case, the idea will not have been defeated by the triumph of small-
scale perfectly competitive firms. Rather it will have been defeated
by the full flowering of global oligopolistic capitalism.

Peter Nolan,
China and the Global Economy,
London: Palgrave, 2001, p. 188

As the bloody twentieth century drew to a close, God’s promise of
peace on earth remained unfulfilled; it was now incumbent upon the
United States, having ascended to the status of sole superpower, to
complete God’s work—or, as members of a largely secularized elite
preferred it, to guide history toward its intended destination.

Andrew J. Bacevich,
American Empire: The Realities and Consequences of U.S.

Diplomacy,
Cambridge, MA: Harvard University Press, 2002, p. 1



4
US hegemony and the passing of national

development

The waning of the high modernist era of national development in the 1970s is
grounded in the shifts in the global political economy of the Cold War and the
emergence of the US-led globalization project.1 However, the consolidation of
the globalization project in the 1980s coincided with the revival of the Cold War,
which meant that the long-term significance of the changes to the global political
economy and to the nation-state system in this period remained partially
obscured by the continued centrality of the US—Soviet rivalry to international
relations.2 With the end of the Cold War the shift from state-mediated national
development (in its various capitalist and socialist forms) to the US-led
globalization project was dramatically strengthened. By the 1990s the
globalization project was being pursued at multiple sites, but remained centered
on US power. It is an unfinished, and unfinishable project of political, social and
cultural transformation that, in the context of dramatic technological changes, is
profoundly conditioned, but not determined, by processes of financial
deregulation, trade liberalization and privatization in which nation-states and the
nation-state system play an increasingly important globalizing, rather than their
earlier ostensibly national developmental, role. By the end of the Cold War there
was a clear overall pattern, with considerable historical variation, of a sustained,
but uneven, transformation of state-mediated national development projects (of
all politico ideological types) into neo-liberal states. This was reinforced by
increasingly uneven economic development within and between nation-states
and within and between regions against the backdrop of the transformation of the
nation-state system and the elaboration of the globalization project.

The globalization project and the nation-state system I

The rise of the globalization project I: the financial
revolution and the changing global order

The rise of the US-led globalization project is grounded to a considerable degree
in the financial revolution of the 1970s. At the same time, the dramatic changes



in international finance in this period flowed directly from the shifts in the global
political economy that occurred during the administration of US
president Richard M.Nixon (1969–1974). The reorientation of the political
economy of the Cold War spearheaded by Nixon was, in large measure, a result
of geo-political calculations and economic problems that flowed from the
Vietnam War. Meanwhile, by the end of the 1960s, West Germany’s and Japan’s
economic advances had also become a source of growing concern in Washington.
As we have seen in chapter 1, West Germany and Japan were crucial anti-
communist nation-states that pursued national development paths that placed
significant restrictions on foreign investment and trade after 1945, while being
allowed privileged access to the US market. By the late 1960s these key Cold
War allies had emerged as increasingly dynamic and globally competitive
industrial nation-states. This situation, combined with the financial burden of the
war in Vietnam, prompted Nixon to end the gold standard, initiate the winding
back of fixed exchange rates and begin a process of dramatically liberalizing the
international financial regulatory order, all of which were a legacy of the Bretton
Woods meeting in 1944. In 1971 he floated the US dollar and suspended its
convertibility to gold, at the same time as he introduced a new 10 percent
surcharge on all imports into the United States. This eventually led to the
Smithsonian Agreement that re-valued the yen by 16.88 percent against the
dollar, while the deutschmark was re-valued by 13.5 percent against the dollar.3

Nixon’s de-linking of the dollar in 1971 was a decisive moment, but the
dramatic rise in the price of oil in late 1973 also marked another important shift
in the political economy of the Cold War. It is generally assumed that the rise in
oil prices at the end of 1973 was driven by the oil-states of the Middle East and
their opposition to Israel, and to US support of Israel in the Yom Kippur War
(October 1973). However, despite Washington’s public remonstrances against
increases in the price of oil, there is evidence to suggest that the Nixon
administration had earlier pressured the OPEC states to increase oil prices in
order to undermine the economic advances of Japan and Washington’s Western
European allies, particularly West Germany. This was not necessarily the reason
why prices were increased, but it does suggest that the Nixon administration
thought that the US, with far more significant oil reserves, was better positioned
than Western Europe and Japan to cope with a rise in the price of oil. The oil crisis
and Nixon’s termination of the global financial protocols associated with the
Bretton Woods system had at least four crucial results. First, they ensured that
private banks (particularly US-based banks) began to play a much greater role in
global finance. Second, government supervision of global financial organizations
was dramatically weakened. Third, the currency exchange rates and financial
systems of other nation-states, particularly in Latin America, Africa and Asia,
were increasingly influenced by trends in the financial markets in the United
States. Fourth, growing competition within the banking systems of the various
countries in the OECD was encouraged, while the government of the US was
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increasingly able to more or less determine the regulatory framework for global
financial markets.4

The financial revolution was also facilitated by technological change,
particularly in relation to advances in what became known as
information technology. At the same time, the rise of information technology is
directly linked to the research and development in the 1970s that was connected
to the military imperatives of the Cold War. The combination of computer chips
and innovative new forms of communication, centered on the Internet, have
proved, in the view of one historian of the period, to be the most significant
“technological innovation of the Cold War”.5 In fact, as the Cold War came to an
end it was this technological transformation, applied to the financial sector, that
increasingly bound together the major centers of capitalist activity in North
America, Western Europe and East Asia, even as it also reinforced the exclusion
of those parts of the world that were marginal to, or being marginalized by, the
globalization project. Thus the rise of the US-led globalization project is clearly
centered on the dramatic technological changes in which the information
economy has emerged as the leading sector of the world economy, increasingly
shaping and facilitating the reordering of industrial and agricultural production,
political activity and social and cultural life.6 More broadly, the emergent US-led
globalization project was also increasingly reinforced and carried forward by a
complex array of transnational socio-economic forces.7 As has been suggested,
the globalization project is linked, in particular, to the growing concentration of
control over the global economy by a relatively small number of large
oligopolistic transnational corporations that emerged by the 1990s from the
dramatic merger-driven and technology-facilitated changes to the global political
economy. Regardless of the increasingly oligopolistic character of global
business operations, the US-led globalization project is legitimated by, and
promoted in the name of, a free enterprise vision of the global economy.8

Despite the widening, although still highly concentrated, array of transnational
socio-economic forces and institutions driving the globalization project,
Washington was, and continues to be, central to the creation of an international
framework for globalization. A centerpiece of the new post-Bretton Woods order
was the way in which, between 1975 and the end of the Cold War, Washington
moved towards the creation of what has been termed the “Dollar Wall Street
Regime” (DWSR). No consistent use of the DWSR by Washington emerged
until the administration of Bill Clinton (1993–2000). Nevertheless, by the
Reagan era (1981–1988) the overall direction was, in retrospect at least,
becoming increasingly clear. Concerned about inflation and industrial
overcapacity in the US, the Chairman of the US Federal Reserve, Paul Volcker,
who was also wary of the dollar losing too much value, embarked on his now
wellknown increase in interest rates in an effort to strengthen the dollar. Volcker
took this path before Reagan came to office, but once Reagan became president
in 1981 these measures were dramatically extended. The key elements of the
Reagan administration’s economic policy shift were: to conduct economic policy
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on behalf of finance capital and to expand and utilize the new DWSR for the
benefit of the US government. The former meant driving down inflation (thus
strengthening the profits of financiers), deregulating the banking and financial
system and dispensing major cuts in taxes to the wealthy, while attempting to
drive up the value of the dollar. Meanwhile, the DWSR provided the leverage to
stimulate US industrial expansion via a dramatic increase in defense spending,
which was carried out against the backdrop of the Cold War revivalism of the
Reagan administration. This involved pulling in large amounts of capital from
overseas while running a rising budget deficit. This put the US state in the
position of “surrogate export market” for a number of major USbased
manufacturers of defense-related equipment.9 Furthermore, it is worth noting
that every year from the beginning of the Korean War to the end of the Cold War
the budget of the US Defense Department was greater than the “combined net
profits” of all US-based corporations.10 At the same time, Reagan administration
officials began to extend the DWSR in an effort to address specific problems. To
begin with, keeping the dollar high could have involved maintaining high
interest rates in the US, unless major new sources of external funds could be
attracted to invest in North American financial markets. It was under the Reagan
administration that the attempt to ensure high levels of inward investment led to
a major effort to wind back or eliminate capital controls in the OECD,
particularly the nation-states of Western Europe and Japan.11

The rise of the globalization project II: the Debt Crisis and the
changing global order

The Debt Crisis of the 1980s (triggered in part by the economic policies of
Volcker and the early Reagan administration) was also central to the
consolidation of the globalization project. It was a key lever for the Reagan
administration, with the support of the governments of Margaret Thatcher in
Britain (1979–1990) and Helmut Kohl (1982–1998) in West Germany/Germany,
in its effort to accelerate and deepen financial deregulation, trade liberalization,
and privatization well beyond North America and Western Europe. The Debt
Crisis flowed from the rise in oil prices and the liberalization of the international
financial system in the 1970s. Many of the petroleum-exporting nations,
particularly in the Middle East, had acquired massive profits following the
dramatic increase in oil prices in the 1970s. They deposited these petro-dollars in
banks in Western Europe and North America, especially in the United States.
The banks in turn attempted to find borrowers, turning to the governments of the
nation-states in Asia, Latin America and Africa. While some countries in Asia,
such as South Korea (which will be discussed in chapter 8), accumulated a high
level of foreign debt during the 1970s, Latin America, where economic growth
had been significant in the 1960s and 1970s, was a particular focus of
international bankers. By the start of the 1980s, more than 60 percent of the total
foreign debt that was owed to private banks worldwide was owed by the
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governments of Latin America. In 1970 the combined foreign debt for all
governments in Latin America was US$2.3 billion. By 1975 the figure was US
$75 billion, rising precipitously to US$229 billion by 1980 (it was US$340
billion by 1983). The global recession of the early 1980s led to a major reduction
in the demand for exports from Latin America at the very moment when exports
were crucial to the acquisition of the foreign exchange that was needed to make
even minimal payments on the rising foreign debt. Meanwhile, by 1982 more
capital was leaving Latin America in the form of interest and/or principal
payments on this debt than was entering the region. This massive outflow of
capital helped, among other things, to finance the escalating US budget deficit
that had resulted from Reagan’s tax cuts and increased defense spending. By the
end of 1982, most governments in Latin America were in arrears on their debt
payments. There was some concern on the part of the bankers, and some hope on
the part of their critics, that governments in the region would form debtor cartels
and refuse to pay their debts. However, such a Third Worldist initiative did not
materialize and it was abundantly clear that by the 1980s the Bandung Era had
ended. The various indebted governments were unable and unwilling to unite in
the face of strong bilateral pressure from the US and its main allies. Beginning in
the early 1980s various debtor clubs were institutionalized as the IMF and the
World Bank increasingly took on a central role in Latin America and beyond.
The meetings of the debtor clubs, which were usually attended by IMF and/or
World Bank representatives, rescheduled loans in the context of various
structural adjustment agreements aimed at liberalizing, privatizing and
deregulating the economies concerned.12

Mexico is a particularly important example of the connection between the Debt
Crisis and the passing of national development. In fact, the Mexican trajectory
represents a paradigmatic example of the overall shift from state-mediated
national development to the globalization project.13 In the Mexican case this
shift was consolidated with the implementation of the North American Free Trade
Agreement (NAFTA) in January 1994. NAFTA was a major turning point in the
overall transformation of the political economy of Mexico and the realignment
of US-Mexican relations over the previous two decades. More broadly, the
incorporation of the United States, Canada and Mexico into a continent-wide free
trade zone helped to anchor the post-Cold War deepening of the US-led
globalization project. By the 1990s the Partido Revolucionaria Institucional
(Institutional Revolutionary Party—PRI), which ruled Mexico under one name
or another for over seventy years, had dismantled most of the institutional
structures of the state-guided national development project that it had built up
since the 1930s. The redistributive elements of state-mediated national
development were manifested dramatically during President Lázaro Cárdenas’s
rule (1934–1940). During his six years in office, he redistributed 47 million acres
of land among over 1 million peasant families as well as establishing farming
collectives, and a national bank to assist peasants. Meanwhile, Cárdenas’s
successors established and pursued a concerted state-guided import-substitution
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industrialization program. Between 1940 and the end of the 1960s the Mexican
economy grew at 6 percent a year and a significant percentage of the population
experienced improved standards of living. However, by the late 1960s cracks in
the national development project were becoming increasingly apparent and the
policies pursued by the governments of President Luis Echeverría (1970–1976)
and his immediate successor, José Lopez Portillo (1976–1982), reflected an
incoherent effort to keep the national development project alive in the context of
rising social tensions and pressure for political and economic reform. The PRI-
led national development project in Mexico entered its most acute crisis in 1982.
The price of oil fell by more than 50 percent in a couple of months, dramatically
exacerbating the closely entwined trends of devaluation, inflation and capital
flight, along with steadily rising foreign debt repayments (the total foreign debt
for Mexico by 1982 was US$85.5 billion). During the presidency of Miguel de la
Madrid Hurtado (1982–1988) the Mexican government applied the structural
adjustment programme that was being encouraged throughout the region and
beyond. To this end, Mexico’s currency, the peso, was devalued, government
spending on education and health care was reduced, as was the subsidization of
staple foods, while expensive imports were also cut back. Public sector
companies were sold or wound up by the hundreds. Meanwhile, wage controls
and dramatically rising prices reduced the purchasing power of the peso for
ordinary Mexicans by at least 50 percent.14 However, it was during the
administration of President Carlos Salinas de Gortari (1988–1994), that the state-
guided model of national development, which had emerged in the 1930s, definitely
gave way to the privatization of state enterprises and the pursuit of export-led
growth. The result, in the late 1980s and 1990s, was considerable economic growth
in tandem with steadily rising levels of poverty and inequality along social,
ethnic and regional lines, and the weakening and eventual end of one-party
rule.15

The shift to neo-liberal economic policies and the elaboration of the US-led
globalization project was not as pronounced in Asia as it was in Latin America
or Africa. Latin American nation-states such as Mexico and Brazil had briefly
been grouped with the Newly Industrializing Countries (NICs) of East Asia
(South Korea, Taiwan, Hong Kong and Singapore) in the 1970s. While the Debt
Crisis quickly undermined Mexico’s and Brazil’s status as economic miracles, the
East Asian NICs, and particularly, the newly emergent secondwave NICs of
Thailand, Malaysia, Indonesia and coastal China, although affected by the Debt
Crisis, benefited far more than Latin America from the relative decline of
Fordist-style production in Japan, as well as in North America and Western
Europe, and the resulting relocation of manufacturing operations.16 Nevertheless,
the changes of the 1980s coincided with and were connected to the uneven
spread of neo-liberalism in the region. In the context of the Debt Crisis the
pressure to liberalize being exerted on governments in Asia certainly increased.
For example, in Thailand, in the early 1980s, the IMF and the World Bank
presided over a comprehensive structural adjustment program. This was aimed at
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stabilizing the Thai economy and opening it up further to foreign investment,
paving the way for the continued growth of the manufacturing sector as major
Japanese corporations in particular expanded their operations southward. The
structural adjustment program in Thailand was followed in the 1980s by reform
packages for other governments in the region.17 At the same time, governments
in Asia, as elsewhere, were increasingly subject to bilateral pressure from the
office of the United States’ Special Trade Representative on a wide range of
issues including increased access to domestic markets.18 In Indonesia, as in
Mexico, the decline in oil prices in the 1980s resulted in increasing debt and a
decreased capacity on the part of the state to facilitate local capital accumulation,
while greater use of foreign loans and foreign aid led to greater leverage on the
part of the World Bank, the IMF and foreign investors. By the second half of the
1980s, important liberalizing reforms were under way in Indonesia. This shift in
economic policy facilitated an increase in the influx of foreign capital into
Indonesia in the late 1980s, much of it from Japan (as well as from South Korea
and Taiwan), and the rapid rise of an export-industry sector, especially on Java.19

Meanwhile, in South Korea (also a major debtor by the 1980s), the rapid economic
growth and the dramatic social changes of the previous twenty years had paved
the way for the relative decline of the developmental state during the regime of
General Chun Doo Hwan (1980–1988). Although the US reinvigorated the
security alliance with Seoul in the Reagan era, Washington increasingly began to
question South Korea’s financial and trading practices. Chun Doo Hwan
responded to mounting foreign and domestic pressure by embarking on a process
of economic and political liberalization. As we will see in chapter 8, the
liberalization of the political system was closely connected to the liberalization
of the economy.20 In India, meanwhile, as discussed in chapter 2, the high period
of national development had passed by the 1960s, but considerable commitment
to the ideas and instrumentalities associated with state-guided national
development remained in place until at least the end of the 1980s.21

Security, development and foreign aid I: the Cold War order

The waning of the high modern era of national development and the rise of the US-
led globalization project was also linked to a reorientation in the approach to and
disbursement of US foreign aid. In the context of the US defeat in Vietnam and
the wider debate about US foreign policy that resulted from the failed
anticommunist modernizing mission in one-time French Indochina, there was
growing pressure to rethink US economic assistance programs. This resulted in
the passage of various reformist pieces of legislation under the heading of “New
Directions” in the 1970s. This led briefly to an emphasis on both the basic needs
of the poor and direct grassroots participation in the process of development. At
the same time, the Foreign Assistance Act was amended to provide for an
increased focus on human rights in the disbursement of foreign aid. However, by
the late 1970s, influential free-market critics of “New Directions” were in the
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ascendant. Their views were consolidated during the Reagan administration. In
the 1980s USAID’s main focus was the Private Enterprise Initiative (PEI), which
promoted private sector development and encouraged market-oriented reform.22

For example, in a 1984 policy paper on “Private Enterprise Development”,
USAID asserted that: 

a society in which individuals have freedom of economic choice, freedom
to own the means of production, freedom to compete in the market place,
freedom to take economic risk for profit and freedom to receive and retain
the rewards of economic decisions is a fundamental objective of the A.I.D.
program in less developed countries.

The policy document went on to argue that: “such a private enterprise economy
is held to be the most efficient means of achieving broad-based economic
development”. The main goals of USAID were said to be: “To encourage LDCs
to open their economies to a greater reliance on competitive markets and private
enterprise in order to meet the basic human needs of their poor majorities
through broadly-based self-sustained economic growth”. Closely connected to
this was an injunction about the need: “to foster the growth of productive, self-
sustaining income and job producing private enterprises in developing
countries”.23 At the same time, US foreign assistance policy in the 1980s, as in
earlier periods, remained firmly grounded in geo-political calculations and
strategic interests, with the percentage of foreign assistance going to development-
related programs declining and the amount spent on security-related projects
rising.24

This trend was readily apparent in Washington’s growing involvement in
Central America, following the revolutionary overthrow in 1979 of the Somoza
regime in Nicaragua. In the 1980s Central America became a crucial focus of the
Reagan administration’s effort to “exorcise the ghosts of Vietnam”.25 The nation-
states of Central America were the recipients of more US economic and military
aid during Reagan’s first term (1981–1984) than they had received in the
preceding thirty years (1950–1980). For example, between 1981 and 1984 the El
Salvadoran government received US$758 million in economic aid and US$396
million in military aid (compared to only US$6 million in military aid in 1980).
El Salvador had emerged as the recipient of more US aid than any other country
in Latin America by the middle of Reagan’s first term. In fact, in this period El
Salvador was the third-largest US aid recipient worldwide, behind Israel and
Egypt. Reflecting the ongoing strategic significance of the Middle East, Israel
and Egypt received about one-third of all US foreign aid disbursed in the 1980s.
Ultimately, the level of foreign aid for El Salvador in the 1980s was on a scale
reminiscent of the US nation-building effort in South Vietnam in the 1960s,
minus the direct US military intervention. By the end of the 1980s the US had
disbursed upwards of US$3 billion in economic and military aid to El Salvador
(the equivalent of about US$800,000 a day for ten years).26 While the economic
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aid to Central America in this period was driven by geopolitical considerations
this did not negate its focus on the liberalization of the economies of the region.
In the 1980s the US combined its support for the military and proxy warfare with
pressure on the governments of Central America to adopt neo-liberal economic
policies. This led, among other things, to the dismantling of national institutions
that had bolstered almost fifty years of Costa Rican social democracy. In El
Salvador and Nicaragua, it threatened even the very limited popular economic
and political gains made during the 1980s.27 This shift contributed to the rising
levels of social inequality and privatized violence in the region in the 1990s that
have continued since the electoral defeat of the Sandinistas in 1990 and the
finalization of peace agreements in El Salvador in 1992 and in Guatemala in
1996.28

Following the Soviet invasion in late 1979, Afghanistan also became an i
important focus for Washington. This was reflected in the dramatic reorientation
of economic and military aid to Pakistan and to a lesser extent India. As we have
seen, after 1965 President Lyndon Johnson (1963–1968) sought to limit
Washington’s direct involvement in, and aid to, South Asia in comparison to the
i importance that had been attached to the region in the late 1950s and early
1960s.29 In 1978 US relations with Pakistan had been weakened by the criticisms
made by President Jimmy Carter (1977–1980) of the human rights violations of
the military government of General Zia ul-Haq (1977–1988) following its ouster
and execution of President Zulfikar Ali Bhutto (1971–1977). The relationship
between the US and Pakistan had also been undermined by Pakistan’s efforts to
develop nuclear weapons. In April 1979, in response to the Pakistani
government’s nuclear weapons initiative, the Carter administration suspended
US aid to Pakistan. However, once the Soviet Union entered Afghanistan, US aid
to Pakistan was restored and then significantly increased.30 In the 1980s the
Pakistani military, and its main intelligence organization, the Inter-Services
Intelligence directorate (ISI), played an important role (along with the Saudi
Arabian and Chinese governments) in supporting the loose coalition of resistance
groups (Islamic Unity of Afghan Mujahideen) fighting the Soviet occupation.31

The Carter administration also attempted to improve its relations with the Indian
government, under Prime Minister Morarji Desai (1977–1980), who was trying
to lessen reliance on the USSR. Desai and Carter signed the Delhi Declaration in
1977, which restated both governments’ commitment to democracy and human
rights. Washington also waived restrictions on uranium sales to India. These
efforts failed to put US-Indian relations on a more stable footing, once the US
resumed military and economic aid to Pakistan and increasingly tilted towards
China in the context of Washington and Beijing’s rapprochement in the 1970s
and the war in Afghanistan after 1979. In 1980, Prime Minister Indira Gandhi,
who had replaced Desai, moved to improve Indian relations with the USSR. She
announced a major arms deal, worth US$1.6 billion, with the Soviet Union in
May 1980. Then in December, Leonid Brezhnev visited India and Mrs. Gandhi
and the Soviet leader issued a public statement that condemned outside
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involvement in Southwest Asia, a clear reference to US involvement in the war
in Afghanistan. The withdrawal of Soviet military forces from Afghanistan
(between May 1988 and February 1989) and the subsequent end of the Cold War
led to a significant geo-political reorientation in South Asia. The end of all US
aid to Pakistan by 1990 (in the context of renewed US concern about Pakistan’s
clandestine nuclear weapons program) and the general deterioration of US
relations with Pakistan were parallelled by improvements in US relations with
India.32

Security, development and foreign aid II: the post-Cold War
order

With the end of the Cold War, there was a further shift in the overall direction,
geographical orientation and quantity of US foreign assistance, in the context of
important changes and equally important continuities in US foreign policy.33

While still seeking to promote economic development via market-oriented
reform, USAID revised its programs to encompass the goal of encouraging
political reform and democracy as part of a wider emphasis by the Clinton
administration on democratization. The Clinton administration introduced a
range of reforms that were ostensibly aimed at replacing security as the key
focus of foreign aid and “enlarging the community of democratic nations
worldwide”.34 In particular four main goals for US foreign aid in the post-Cold
War era were outlined. The 1997 USAID Strategic Plan identified these goals as
being: the promotion of the rule of law; the promotion of electoral politics;
building and expanding civil society; and improving governance. Movement
towards all of these objectives was regarded by USAID as “necessary to achieve
sustainable democracy”.35 A greater emphasis was also placed on humanitarian
assistance and sustainable development. However, the foreign aid bill that was
passed by the US Congress in 1994 continued, not surprisingly, to reflect a
commitment to geo-political concerns. This was readily apparent, for example, in
the way in which, in the year the bill was passed, Israel and Egypt received over
one-third of all US foreign aid. The figure for Israel was US$3 billion and for
Egypt it was US$2.1 billion, while the 1994 figure for sub-Saharan Africa as a
whole was US$800 million.36 This was more or less the same percentage for
Israel and Egypt as they had received in the 1980s. Israel’s importance to US
foreign policy (and to domestic US politics) goes back decades, while Egypt has
been a major strategic outpost since 1977 when President Anwar Sadat ended his
government’s ties to the USSR and became a central player in the US-sponsored
peace process in the region. From the time of this reorientation to the end of the
1990s Cairo received at least US$46 billion in military and economic aid from
Washington. Since the late 1970s US policy towards Egypt has viewed it as the
key to making and expanding peace and political stability in the region.37 With
the end of the Cold War, foreign aid was also directed increasingly at the former
Soviet bloc, again for broad geo-political reasons, related particularly to a
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concern to improve relations with, and enhance the political stability of, a post-
communist Russia that still possesses a major capacity for nuclear warfare and is
the world’s second largest oil exporter after Saudi Arabia.38 For example, more
than US$2.2 billion of foreign aid was disbursed to Russia between 1992 and
1997 under the Freedom Support Act (FSA). Over the same period over US$2.6
billion was also disbursed to Russia via programs not covered by the FSA. The
figures for the Ukraine were over US$1 billion FSA funds and US$652 million
worth of non-FSA funds, while the former Soviet republics in the Caucus and
Central Asia together received over US$1.9 billion in FSA funds and US$2.4
billion in non-FSA funds between 1992 and 1997 inclusive.39

The redirection of, but limited changes to the basis of, US foreign aid policy
after the Cold War reflected the relative continuity in US strategic thinking in the
1990s. For example, planning documents and the public pronouncements that
emanated from the administration of President George Bush (1989–1992)
reflected a preoccupation with Russia and some of the other successor states,
such as the Ukraine, that had emerged from the collapse of the Soviet Union.
There was also a continued focus on the Middle East, at the same time as Central
America and Afghanistan quickly dropped from view. In contrast to the global
orientation of the Cold War era, policy-makers also emphasized the regional
character of strategic planning and threat assessment.40 For example, in the
aftermath of the Gulf War, Colin Powell (then chairman of the Joint Chiefs of
Staff and now Secretary of State in the administration of George W. Bush)
observed that US “plans and resources are primarily focused on deterring and
fighting regional rather than global wars”.41 The Gulf War also highlighted the
continued centrality of Saudi Arabia to US policy in the Middle East and the
centrality of the Middle East to US policy. Along with Israel and Egypt, Saudi
Arabia is one of the three most important US allies in the region. Saudi Arabia,
which along with Japan and South Korea was one of the few non-European
countries that received Marshall Plan assistance in the late 1940s, has the biggest
oil reserves in the world. It is by far the most significant of the various oil-states
of the Persian Gulf at the same time as it has a shared border with Iraq and is just
across the Gulf from Iran, both of which continued to be viewed by the US, in
this period, as “hostile” states.42 (At the time of writing—early 2003—Iraq’s
status as a “hostile” state, was something Washington and its allies were
attempting to change.)

Despite the high degree of continuity in US foreign policy in the 1990s, the
Clinton administration emphasized at the outset that it intended to shift from
“containment to enlargement”. Clinton advised that his administration’s main
goal was not just to “secure the peace won in the Cold War”, but to strengthen
the country’s “national security” by “enlarging the community of market
democracies”.44 However, like the administration of his predecessor, the Clinton
team understood that the immediate post-Cold War world conferred clear geo-
political and economic advantages on the United States and they sought
primarily to both manage and wherever possible to enhance and extend US
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preponderance.45 Like the Bush administration, Clinton remained focused on the
major powers: Britain, Germany, France, Russia, Japan and China. Clinton, like
Bush before him, also attempted to maintain as high a level of defense spending
as possible. Throughout the 1990s, rhetoric about humanitarian intervention to
the contrary, the Clinton administration clearly viewed Europe, East Asia/the
AsiaPacific and the Middle East/Southwest Asia as the three most important
regions in the world in terms of US strategy and security. Meanwhile, Latin
America, Africa and South Asia were perceived as regions where no vital US
security interests were at stake. Europe was apparently at the top of the list, while
the Middle East/Southwest Asia was third. In the 1990s East Asia/the Asia-
Pacific was regarded as number two and rising. The interconnection between
security and economic development was also particularly obvious in the thinking
of defense planners in relation to East Asia. For example, a 1995 Department of
Defense document described the US miliary operations in the Asia-Pacific as the
“foundation for economic growth” and the “oxygen” of “development”.46 This
also highlighted the connection between China’s economic development on the
one hand and US geo-political concerns on the other, as the search for threats to
the US position in the world shifted increasingly to East Asia following the
collapse of the USSR and the US victory in the First Gulf War (1990–1991). By
the second half of the 1990s, if not before, Washington had clearly fastened on
the geo-political implications of the economic rise of China against the wider
backdrop of the transformation of Asia.

The globalization project and the nation-state system II

The post-Cold War order and the nation-state systetm I: “The
End of History” or “The Clash of Civilizations”?

Despite post-Cold War concerns about a rising China, the demise of the Soviet
Union and the dramatic transfer of political power and attendant shifts in economic
orientation in Eastern Europe at the beginning of the 1990s were, as we have
seen, understood and celebrated by many observers as a moment of triumph for
the United States.47 Furthermore, the decolonization of the Soviet empire was
widely, albeit often implicitly, read not just as a victory for the United States, or
for capitalism, but for the neo-liberal form of capitalism that emerged in the
1980s at the center of the US-led globalization project.48 The end of Soviet
imperium and the passing of the state-socialist model of development, of which
it was the most celebrated example, were quickly and readily used to strengthen
the case for the global applicability of neo-liberal economic policies and the
benevolence of the US-led globalization project. Undoubtedly one of the most
well-known proponents of the US as global benefactor in the post-Cold War era
is the New York Times journalist, Thomas Friedman. In fact, Friedman’s best-
selling book, The Lexus and the Olive Tree (1999) (which, as the title suggests,
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rests on the same dubious distinction between modernity and tradition that
informed modernization theory in the Cold War era), nicely encapsulates
virtually all the main elements of US post-Cold War triumphalism and the
dominant neo-liberal narrative on globalization. In his influential book, Friedman
argues that “America, at its best, is not just a country”, but “a spiritual value and
role model” for the rest of the world. According to Friedman, the post-Cold War
order is more complicated than the international system of the Cold War era.
While the Cold War order, he says, was constructed “exclusively around nation-
states” and “balanced at the center by two superpowers”, the post-Cold War age
of globalization is based on “three balances”. The first is the “traditional balance
between nation-states” in a wider “globalization system” in which the US has
emerged as the “sole and dominant superpower”. The second balance is
“between nation-states and global markets”, while the third balance is the
“newest of all”: the “balance between individuals and nation-
states”.49 Friedman’s book has been widely celebrated and criticized.50 Many
observers, for example, have challenged or ridiculed his “Gold Arches Theory of
Conflict Prevention”, which postulates that nation-states that have McDonald’s
restaurants will not attack one another.51 Of course, the bombing of Belgrade
(which boasted a McDonald’s) undermined this populist version of the theory
that democratic nation-states do not go to war with each other, insofar as
Slobodan Milosevic was an unpopular, but still elected president.52 At the same
time, what Friedman completely fails to address is the way in which
globalization has exacerbated conflict within nation-states and these latter
struggles are far more of a problem than conflict between nation-states in many
parts of the world in the post-Cold War era. This shortcoming also points to a
key element of Friedman’s approach that has attracted less attention. This is the
way in which, like the dominant narratives on development and globalization
generally, Friedman routinizes the nation-state and the nation-state system.53

Friedman, and other celebratory accounts of post-Cold War US power, fail to
address the transformation of the nation-state system that has taken place as a
key aspect of the rise of the US-led globalization project. The way in which the
globalization project emerged following the universalization of the nation-state
system, dramatically reorienting nation-states in the process, is absent from this
vision of globalization as the pursuit of the American Dream on a global scale. His
account glosses over the contradictions of a post-Cold War era in which the
market-oriented selfinterested individual has been elevated to the status of the
universal subject at the same time as people continue to be mobilized by and
derive their sense of identity from culturally specific collectivities that interact
and overlap with, or come into conflict with, the myriad nation-states that make
up the nation-state system in the post-Cold War era.

In contrast to commentators such as Friedman, Samuel Huntington sought to
address the question of the relationship between cultural/national specificity and
liberal universalism. Since the end of the Cold War Huntington has argued
against the triumphalism of the era, emphasizing that there were major limits to
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the Americanization of the world and serious challenges to US hegemony in the
post-Cold War era. For Huntington, as for other realists, US foreign policy after
the Cold War should continue to focus on vital national interests and recognize
the serious constraints on trying to create a global order in its own image.54

These concerns were apparent in Huntington’s 1996 book, The Clash of
Civilizations and the Remaking of World Order, which also exemplified the
culturally reductionist view that had emerged in North America and Western
Europe towards various perceived civilizational threats to the West in the post-
Cold War era.55 His 1993 article in Foreign Affairs foreshadowed the main
arguments of the 1996 book. It is thought to be the most widely discussed and
influential article in that journal since the anonymous article by George Kennan
in the late 1940s that paved the way for Washington’s containment strategy
towards the USSR and international communism. Huntington’s approach rested
heavily on a sharp and dubious distinction between the West and the non-West.
In his view international politics was increasingly converging on the conflict
between the West and the rest of the world and on the reaction of “non-Western
civilizations to Western power and values”.56 This reflects a point of view that
has enjoyed a resurgence in the wake of September 11 and has allowed
Huntington’s views to be seen as prescient.57 However, there are major
difficulties involved in interpreting the terrorist bombings of the World Trade
Center and the Pentagon and their aftermath in terms of a primarily cultural or
civilizational struggle between a monolithic Islam and a homogenous West (the
interpretation those who engineered the terrorist attacks are trying to promote).
The tendency of many influential observers and policy-makers to view the Cold
War as a struggle against a homogenous and monolithic communist movement
was politically appealing. However, this kind of approach was also a major
obstacle to understanding. The same type of appeal and problem is central to
Huntington’s vision of the post-Cold War era.58

Huntington has clearly advocated an approach that views culture and
civilization as the relatively fixed and even immutable key to international
relations in the post-Cold War era.59 The premise of his 1993 article and of the
1996 book as a whole was that the overall context of post-Cold War international
relations is one in which “states increasingly define their interests in civilizational
terms”. He argued that states “cooperate with and ally themselves with states
with similar or common culture and are more often in conflict with countries of
different culture”.60 According to Huntington, for example, “Japan is a society
and civilization unique to itself” and regardless of the strength of investment and
trading linkages it forms with the rest of East Asia, the “cultural differences”
between Japan and the rest of the region represent a serious obstacle and may
well “preclude” the economic integration of the region to the degree that is
occurring in North America and Europe. At the same time, in his view, cultural
similarities were hastening the steady increase in economic relations between
Singapore, Hong Kong, Taiwan, China and the overseas Chinese throughout the
region. As a result, says Huntington, the main “East Asian economic bloc” could
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well coalesce around China rather than Japan.61 Elsewhere, Huntington has also
argued that “the rise of China” brings with it the possibility of “a big
intercivilizational war of core states”.62 While there is no disputing the growing
significance of China in the region, Huntington has tended to represent China
and the Chinese Diaspora as a monolithic entity, and to overlook the
innumerable lines of tension and fracture within China and between the mainland
and the Chinese inhabitants elsewhere in the region, not to mention the fissures
and complicated loyalties within the wider Chinese Diaspora. While
Huntington’s approach may reflect the way many influential political leaders and
policymakers around the globe approach international affairs, in particular the
way they seek to mobilize political support, it completely overlooks the way in
which civilizations, cultures and nation-states are reconfigured and reinvented, a
process in which these elites play an important role. At the same time, despite the
provocative title of his book (and the apparent importance of civilizational
conflict to Huntington’s argument), it should be emphasized that Huntington did
not represent conflict as inevitable. He offered some fairly explicit
policy prescriptions that suggested various ways in which the West needed to
revitalize itself, while continuing to reach out to other civilizations in an effort to
manage the global political economy within which US and Western power was
perceived to be diminishing.63

Another problem with the approach taken by Huntington, and this is
something he shares with many other observers, is a tendency to exaggerate the
stability of the Cold War era. For example, at the end of the 1990s, the
prominent US historian of the Cold War, John Lewis Gaddis, lamented the
growing disorder of the post-Cold War era and warned of a possible return of
empires (“the form of governance that hardly dares speak its name”) as a means
of restoring regional and international order.64 However, the Cold War era was
not as orderly as commentators such as Gaddis (who famously characterized it as
a “long peace”) have implied.65 Gaddis’s approach reflects a Eurocentric, or
more accurately an Atlantic-centered, perspective.66 Such an approach neglects
the instability, revolution and warfare of the Cold War era, particularly beyond
North America and Europe, and the way in which, despite incredible power,
Washington’s efforts to remake the world in its own image were regularly and
severely constrained (the Korean War and the Vietnam War, not to mention the
Cuban revolution and its aftermath, being good examples). Furthermore, some of
the most perilous and destabilizing events since 1945 coincided with the apex of
US power in the early 1960s. In this period, the USSR, under Khrushchev,
believed that it was on track to overtake the US and the Chinese government
acquired nuclear capability. At the same time, nationalist leaders at the head of
major mass movements had toppled or were about to topple colonial
governments in Asia and Africa. Decolonization and the Cold War catapulted a
number of these leaders and their governments into positions as important
players in international politics in the context of a wider effort to mobilize
around reformist or revolutionary Third Worldist initiatives that challenged a
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Cold War international order centered on the rivalry between Washington and
Moscow. In the 1990s, by contrast, the US position in the world was apparently
so secure, or was regarded as so secure, that in the same year (1997) as the Asian
crisis began to wreak havoc in South Korea, Thailand and Indonesia (later
spreading to Russia and Brazil), the US government and the media appeared to
be primarily concerned, not to say obsessed, with the Monica Lewinsky
scandal.67 This kind of parochialism is a luxury that can only be afforded when
the nation-state concerned occupies a position of unrivalled global power.

The post-Cold War order and the nation-state system II:
“The Rise and Fall of the Great Powers” or a “New World

Order”?

Also a key weakness of Huntington’s approach, along with other writers in the late
1980s and 1990s who reported that US hegemony was in decline, under threat
and/or could be renewed, was their continued conceptualization of the US role in
the late Cold War, or post-Cold War, era in terms grounded not only in the early
Cold War, but in a cyclical conception of the rise and fall of Great Powers as a
process that stretched back to the early modern era, if not before.68 For example,
writing in 1989, Thomas J.McCormick characterized the US as “a hegemonic
power in decline”. He ended his book with Henry Kissinger’s 1988 observation
that “we have neither the resources nor the stomach for” hegemony, and “the
only question is how much we have to suffer before we realize this”. This led
McCormick to observe that, “[i]t took Britain fifty years and two world wars,
following its Vietnam (the Boer War), to reach that realization” and “[i]t remains
to be seen whether the American timetable will be shorter or its consequences
more benign”.69 Of course the classic example of this approach is Paul
Kennedy’s The Rise and Fall of the Great Powers: Economic Change and Military
Conflict from 1500 to 2000.70 In this highly influential study, Kennedy famously
and wrongly anticipated that US “imperial overstretch” in the 1980s was
signalling the relative decline of the US in much the same way as an excess of
geo-political, military and economic commitments had undermined Great
Powers, such as Napoleonic France, in an earlier era.71 Of course, Kennedy’s
view that the United States had entered a period of relative, although not absolute
decline, was challenged by influential observers, such as Henry R.Nau and
Joseph S.Nye. At the beginning of the 1990s they both argued that the US
position as a global power was not under serious threat and that the US could
even enjoy a resurgence based on a renewed sense of “national purpose” and
economic liberalization.72

Despite Kennedy’s historical sweep and his important emphasis on the
interplay between geo-politics and industrialization, and despite the apparent
general veracity of Nau and Nye’s analysis of the prospects for US power in the
1990s, there is something distinctly ahistorical about the realist conception of a
Great Power and of a nation-state that underpins their work.73 To begin with,
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Kennedy locates the rise of nation-states and talks of “national power” in
Western Europe in a period when by a stricter definition there were no nation-states
as such, but monarchical states and absolutist empires, not to mention the feudal
remnants that these larger polities were seeking with uneven success to
incorporate into new conceptions and new structures of centralized power and
territoriality.74 It was only in the late eighteenth and early nineteenth centuries
that the process of forming monarchical states in Western Europe was
accommodated to, or marginalized by, the rise of nationalism and growing
efforts to realize the idea of the nation via the reconfiguration, or establishment,
of sovereign national states. This points towards the wider weakness of
Kennedy’s analysis, which is the neglect of the complex history behind the
emergence and universalization of the system of modern nation-states against the
backdrop of which his Great Powers have risen and fallen. This weakness is
closely connected to his treatment of successive Great Powers as unproblematic
units of national power.75 A good example of this problem, with particular
relevance to this study, is the way in which, by the mid-1990s, the rise of China
was increasingly compared to the rise of Germany in the late nineteenth century
(and even to Nazi Germany in the early twentieth century). In 1996, Fareed
Zakaria, observed that: “Like Germany in the late nineteenth century, China is
also growing rapidly but uncertainly into a global system in which it feels it
deserves more attention and honor”.76 However, the challenge to the US-led
globalization project does not necessarily come from a rival Great Power and
even if it does the entire context for such a challenge has changed in important
ways.77

The rise of the US-led globalization project and the transformation of the
nation-state system is not just the latest round in a cycle of the rise and fall of
Great Powers.78 Of course, this is not to deny that the US has emerged as the
global hegemon in the post-Cold War era, or that it possesses some of the key
characteristics that exemplified Great Power status in an earlier era. For
example, the dramatic increase in the US defense budget in the wake of
September 11, and the subsequent scale and scope of the US-led military
intervention in Afghanistan and Iraq, make clear that US hegemony, like the
influence of Great Powers before it, is still ultimately grounded in military
power. Even before September 11, the Pentagon’s budget represented over 30
percent of global arms expenditures and US defense spending is greater than the
total combined defense budgets of the nine nation-states that along with the US are
the top ten military powers in the world.79 Nevertheless, US hegemony, as
opposed to US dominance, is based on far more than military power and the US
reach has become increasingly diffuse with the end of the Cold War. Even
though Washington’s disregard for the United Nations and its invasion of Iraq in
early 2003—combined with the global economic downturn that began before,
but was aggravated by, September 11, and the global economic impact of the
war in the Middle East—have weakened Washington’s political influence and
the overall economic appeal of the US model, the global economy and the nation-
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state system continues to be a unipolar order centered on US power. Despite the
possibility that we are on the cusp of or have entered an incipient crisis of neo-
liberalism and of the US-led globalization project more generally, the form of
capitalism at the center of the globalization project, which is concerned with
spending rather than saving, continues to have mass appeal in many parts of the
world for those who can participate in it and even for those who cannot, but
continue to dream of doing so. At the same time the widening gyre of mass
consumption and mass culture feeds off and is reinforced by a broad North
American middle class with a stake in high levels of consumption and directly or
indirectly (via pension plans and the like) involved in the stock market. Second,
as emphasized at the beginning of this chapter, information technology has
increasingly emerged as, and remains, the new “leading sector” of the US and
the world economy, despite the bursting of the information technology bubble in
2000–2001. The US government and US-based companies have played a key
role in this technological transformation and the information economy remains
centered on the US. In geographical terms US hegemony is girded by the
continental size and location of the US, facilitating its position and engagement
with both the Asia-Pacific and Europe. Importantly, the “liberal” character of US
hegemony has also contributed to its strength and its diffusion. The liberal ideas
and practices that the US embodies are promoted and mediated through a
growing range of international networks. The spread of liberal ideas and
practices across a range of international institutions such as the UN, which will
be discussed below, has reinforced US leadership. As Bruce Cumings has
observed, US hegemony “is potent, and it has a message: in the 1940s it crushed”
Nazi Germany and Imperial Japan. In the 1980s it dispatched another threat to
freedom and democracy in the form of the Soviet Union. By the end of the 1990s
it was undermining if not eliminating the “last formidable alternative system”,
the “state-directed neomercantilism” of Japan and South Korea, an alternative
that had been profoundly constrained from the outset by its incubation and
inclusion in the US-centered order in Cold War Asia.80 The shift from national
development to globalization, and the universalization and transformation of the
nation-state system, represent the appearance of a new system, which retains
important elements of Great Power rivalry, but also contains equally important,
even crucial, new elements, that set US hegemony in the post-Cold War era apart
from the structures and sinews that supported Great Powers in an earlier era.81

The “New World Order”, proclaimed on September 11 1990—exactly eleven
years before Al Qaeda’s devastating suicide attack on the World Trade Center
and the Pentagon and just days before the US began “Operation Desert Storm” to
drive the Iraqi army out of Kuwait—by President George Bush, was “new” in
important ways that were not neccessarilty understood or foreseen by the forty-
first president of the United States.
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Elaborating the globalization project I: US hegemony and
the nation-state system after the Cold War

What is also important here is the way in which the universalization of the
nation-state system and the rise of the globalization project have, in an
increasingly uneven fashion, pushed the nation-state in many parts of the world
to the limits of its potential as a vehicle for progress and prosperity. Central to
the rise of the US-led globalization project in the post-Cold War era is the
dramatic reorientation of nation-states and the nation-state system. As the global
market unfolds the territorial boundaries of nation-states become more porous,
while national sovereignty is reconfigured and diluted.82 The US trajectory is
both a driving force of, and a template for, this wider process. Since the 1980s
the orientation of the US government has increasingly been towards the
redirection of government funds away from social programs and towards the
promotion of economic and geo-political initiatives overseas. This is linked to
the ongoing efforts to bring down domestic wages and standards of living in
support of higher profits and the pursuit of increased global market share for US-
based corporations. Successive governments, that are profoundly influenced by,
and well integrated with, an externally oriented elite that is the primary
beneficiary of a regressive tax system that effectively redistributes income
upwards, are carrying this out. The socio-economic order in North America is
one in which large numbers of people are connected to declining national
institutions and economic networks at the same time as transnationalized elites
and an important section of the middle class are benefiting dramatically from the
economic boom of the 1990s.83 As Jeffrey E. Garten, Dean of the Yale School of
Management and former Undersecretary of Commerce for International Trade in
the first Clinton administration, has argued, US companies “have
internationalised” in the past twenty or thirty years “more than is generally
acknowledged”. At the beginning of the twenty-first century, their supply
networks, production systems, labor forces, management and financing are
increasingly globalized. A significant number of Fortune 500 companies now
receive over 50 percent of their income from overseas, while “global
diversification” continues to be a key goal of most of the remaining companies in
this group. Although the orientation of the Bush administration after September
11 2001 may have shifted (and it should be emphasized that what has occurred is
a reorientation, or a military deepening of, rather than a retreat from, the
globalization project, which—as outlined at the beginning of this study—has
been consolidated and carried forward in the past by political and economic
crisis), US companies will continue to “have much more interest in an open
world economy than in one focused on increasing regulation”.84 Nevertheless
this emergent and uneven new order, based on a new relationship between the
global political economy and the nation-state system, has transformed rather than
obviated the role of nation-states. While the rise of the globalization project has
dramatically reoriented the state away from national development, state
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intervention continues to be necessary in order to successfully realize the
globalization project. Ultimately, the nation-state system itself has been
transformed by and has provided the framework for the emergence of the US-led
globalization project. For example, the elimination of constraints on international
financial flows, the privatization of public sectors and a whole range of changes
to financial and economic regulation and control have occurred as a result of
interventions by states across the nation-state system. This process demanded
new, or reconfigured, state-provided legal frameworks and new relationships
between national governments and/or international bodies. In practice this has
meant that one of the main objectives of the US has been to promote the
“Americanization” of international and national legal frameworks for the
regulation of financial activities.85

Despite the historical specificity of the sustained, but still uneven,
transformation of particular state-mediated national development projects into
globalizing states against the backdrop of the transformation of the nation-state
system, two generalized trajectories can be suggested. The first involves a
process of national reorientation and a crisis of national development. Apart from
South Korea and Japan, the nation-states included in this category range from
Thailand, Malaysia and Singapore to the OECD.86 This is in contrast to some
nation-states where the end of the high period of state-mediated national
development has increasingly coincided not only with dramatic national
reorientation, but with sometimes violent struggles over the ethnic or religious
content and/or territorial boundaries (usually, but not always, at the margins
rather than the center) of the nation itself. This has been the case for India and even
more dramatically for Indonesia.87 As will be suggested in chapter 9, China also
has the potential to follow this second path. Other countries more obviously
included in the category of polities undergoing a crisis of the nation-state (or that
are already “failed states”) might be Burma, Pakistan, Afghanistan, or Colombia.88

This is not to mention the Democratic Republic of the Congo and numerous
other nation-states in sub-Saharan Africa.89 The often complete inability of
nation-states generally, and various earlier state-mediated national development
projects more specifically, to emerge as stable and socially inclusive polities, is a
particularly tragic theme in Africa’s postcolonial history.90 But, the nation-states
that have emerged in Africa since decolonization are quantitatively rather than
qualitatively different from those in other parts of the world, such as Asia. The
vast majority of national trajectories in Africa draw attention to the more general
limits on the nation-state’s ability to deliver the prosperity and freedom that it
was thought to embody even in the heyday of state-mediated national
development.

Up to the 1970s, the US-led modernization project, centered on the promotion
of national development, involved the deepening of the liberal capitalist order
and the universalization of the nation-state system. With the shift from the
modernization project to the globalization project, and the waning of national
development, beginning in the 1970s, the deepening of global capitalism has
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been even more geographically uneven than in the 1950s and 1960s, when
development strategies were (as we have seen in earlier chapters), in theory,
more attuned to questions of redistribution and the need to address the uneven
development that was taking place within nation-states and between them. In
much of the world, governments and ruling elites now increasingly use the
institutions of the state to advance the process of globalization (and their own
interests) and undermine or rollback whatever institutions, if any, of national
development were erected in earlier decades. A key characteristic of the US-led
globalization project by the 1990s was the growing concentration of economic
power in the hands of a small number of large oligopolistic corporations.91 The
rise of the globalization project has involved the coalescence of regionalized
economic systems that provide the main motors of the global economy These
regions are North America, Western Europe and East Asia. Instead of the
international economy expanding in spatial terms, since the 1970s the various
financial, trading and production networks that connect these economic regions
have been getting deeper and stronger. The economic elites of these regions can
increasingly take advantage of the broad range of connections to diversify their
investments and business operations within and between these main regions. The
rapid movement of capital also allows for a quick exit, by local or transnational
investors from those regions, or those parts of regions, where the risks are seen
as too great.92 The particularly uneven territorial character of globalization and
the process of regional exclusion is clearly reflected in the way that, in the
1990s, the most economically significant post-communist nation-states that arose
following the collapse of Soviet power (including Russia itself), were
reconfigured as part of the “emerging economies” or “emerging markets”.93 The
idea of emerging markets, as applied to the major developing nations of the one-
time Third World, had first appeared in the early 1980s. In 1981, at the same
time as neo-liberal economic policies and structural adjustment were
gaining momentum, the International Finance Corporation (IFC), an organization
affiliated with the World Bank, introduced the idea of the emerging market. The
main factor used to identify an emerging market was relative wealth. By the
1990s nation-states, from South Africa to Russia, were identified by the World
Bank as emerging markets because their average annual per capita incomes were
above the mean world annual income. In this formulation, the remaining nation-
states of the erstwhile Second and Third Worlds (the “least developed nations”)
are implicitly, if not explicitly, viewed as unimportant or irrelevant to the wider
world economy unless they are seen to directly threaten the security of the core
regions. 94

Elaborating the globalization project II: US hegemony and
the United Nations after the Cold War

The process of regional exclusion, however, does not just involve the economic
neglect of a particular region or economies, even though that is a key trend. It
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also entails the increasing elaboration of humanitarian networks and activities by
the United Nations (UN) and a range of aid organizations. There are also
important military interventions by outside governments in the marginalized
regions sometimes under UN auspices and at other times operating under the
authority of a particular national government or group of national governments,
or a regional organization.95 The UN was central to the elaboration of the nation-
state system after 1945 and to the diffusion of the ideas and practices associated
with state-mediated national development up to the 1970s. At the same time, the
UN and its various agencies have been major sites for the elaboration of the
globalization project since the 1980s. The history of US hegemony in the second
half of the twentieth century is closely bound up with the United Nations. The
United States was a key force behind the establishment of the United Nations at
the end of the Second World War and the actual Charter of the United Nations that
was finalized in 1945 was effectively a US document, in contrast to the
Covenant of the League of Nations that had been based on both US and British
drafts. The UN Charter flowed from discussions at Dumbarton Oaks (outside
Washington, DC) in 1944 between the US, Britain, the Soviet Union and, later,
China. Fifty-one governments signed the Charter in June 1945. By the early
1970s UN membership exceeded 120 and was over 150 by 1980, reaching 185
nation-states by the end of the 1990s. Despite the central role of the US in the
establishment, and many of the subsequent operations, of the UN, Washington’s
relationship with the organization has not been without friction over the years, as
evidenced most spectacularly by Washington’s decision in early 2003 to ignore
the UN Security Council’s opposition to the invasion of Iraq in March 2003. In
the late 1940s and early 1950s the Cold War undermined the expectation that the
United Nations, centered on the Security Council, would provide the overall
framework for international security after 1945. The Security Council was
established with five permanent members and ten rotating members. The
permanent members are the major allied powers that won the Second World
War: the US, the USSR (now Russia), Great Britain, France and China (Taiwan
held the Chinese seat until 1971). After 1945 international politics, as played out
at the UN, was directly linked to the centrality of these five states to UN security
decisions and initiatives. The veto also meant that although these five powers
were prevented, in theory, from using force in a fashion that went against the UN
Charter, their veto in the Security Council protected them from sanction or censure
if they did engage in unilateral action. The Security Council thus represented a
major arena for Cold War politics at the same time as the Cold War ensured that
the ability of the Security Council to act was often profoundly constrained.96

With the end of the Cold War, however, the UN was presented with an
opportunity to revive the major peacekeeping and security activities that many of
its early proponents had anticipated. For example, while the UN dispatched a
total of 10,000 peacekeepers to five operations (with an annual budget of about
US$233 million) in 1987, by 1995 the total number of troops acting as
peacekeepers, under UN auspices, was 72,000. They were operating in eighteen
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different countries and the total cost of these operations was over US$3 billion.
Early post-Cold War initiatives were thought to augur well for the UN’s new
role. The major civil war in El Salvador, which had been fuelled by the Cold
War, came to a negotiated end in 1992 under the auspices of the United Nations.
Apart from El Salvador, the countries in which the UN has provided
peacekeepers and election monitors include Angola, Bosnia-Herzegovina,
Cambodia, Croatia, East Timor, Macedonia, Mozambique, Rwanda, Somalia and
the Western Sahara. While East Timor, for example, is seen as a UN success
story thus far, the abject failure of the United Nations in Angola and Somalia and
its more qualified failure in places such as Cambodia highlight the constraints on
the UN’s role in the post-Cold War era.97The UN’s new peacekeeping activities
in the post-Cold War era were closely connected to the appointment of Boutros
Boutros-Ghali as Secretary General at the beginning of 1992. Shortly after taking
up the new post, Boutros-Ghali presented the Security Council with his “Agenda
for Peace”. Boutros-Ghali wanted member states to provide permanently
designated military units that could be deployed quickly and overcome the UN’s
well-known inability to act with alacrity in a time of crisis. A number of states
expressed an interest in such an arrangement at the same time as changes were
made at UN headquarters in New York. There was even some talk of forming a
multinational military establishment, made up of volunteers that would be under
the direct control of the UN. These initiatives made little progress, however, in
the context of an organization comprised of sovereign nation-states that were
very wary of providing soldiers and equipment in ways that might diminish their
sovereignty. Furthermore, there was little or no possibility of a more effective
and united intervention by the UN in situations where the national interests of the
major powers were thought to be at stake. At the same time, the fact that a
number of countries, including the US and Russia, fell behind in their payment
of dues to the UN suggested the prospects for a more activist and revamped UN
were still limited.98 

As a result of concerted US opposition, Boutros-Ghali was not reappointed as
Secretary-General for a second term, further dampening the momentum towards
a more assertive United Nations in the post-Cold War era. His replacement, Kofi
Annan, has emerged as a much more cautious and conciliatory SecretaryGeneral.
By the end of the 1990s the United Nations was a central, albeit profoundly
constrained, player in a wider post-Cold War order centered on the United
States. This is a post-Cold War order in which instability, terrorism and
criminality in the marginalized regions and failing nation-states in various parts
of the world have precipitated the emergence (even before September 11 2001) of
a renewed emphasis on the connection between security and development,
viewing poverty and underdevelopment as a threat to global order. This shift is
embodied in the growing links between strategies of conflict resolution, social
reconstruction and foreign aid policies. While the United States and other OECD
governments have been engaged in the post-Cold War nation-building effort that
this reorientation represents, this task is also being shifted to new or reconfigured
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networks that combine national governments, military establishments, myriad
private companies and contractors and NGOs.99 This new merging of security
and development in a distinct post-Cold War form is reminiscent, although not
the same as, the anti-communist nation-building and poverty-alleviating
strategies and efforts that rose and fell during the Cold War. The new, more
privatized and more decentralized approach to nation-building reflects the shift
from state-guided national development to globalization that was consolidated in
the 1980s. Like earlier nation-building efforts, the chances of success (measured
in terms of the genuine social and economic uplift and political enfranchisement
of the majority of the citizens of a given nation-state, as opposed to a more
minimal goal of political stability—the former being a standard by which the
United States itself can be found wanting) for nation-building in the early twenty-
first century remain seriously constrained. In fact, the instrumentalities available
in theory and in practice to carry out nation-building in the post-Cold War era are
even more limited than they were at the height of the Cold War.

Conclusion: US hegemony and the passing of national
development

This chapter has looked at the reorientation of US hegemony and the passing of
state-guided national development. It has located the rise of the US-led
globalization project in the shifts in the global political economy and the
transformation of the nation-state system during the Cold War and after. This
chapter has also discussed the post-Cold War debate about the role of the US in
the world. It has attempted to move beyond the main positions in that debate,
which still tend to conceive of the US as the latest Great Power in a historic cycle
of the rise and fall of Great Powers. It has emphasized the way in which the debate
about US hegemony in the post-Cold War era has often failed to take account of
the important, even fundamental, differences between US hegemony in the past
few decades and the position of Great Powers in an earlier era. Central to this
difference has been the rise, universalization and changing character of the
nation-state system. Of particular importance is the relationship between
globalization and the nation-state system. By the 1990s the globalization project
was being pursued at multiple sites, but remained grounded in US hegemony.
The globalization project is being constituted via the nation-state system at the
same time as it is transforming the character of that system and its constituent
elements. A theoretical and policy trend that was central to this shift was the
growing ascendancy of neo-liberalism by the 1980s. Neoliberalism generally,
and neo-classical economics more specifically, played a key role in challenging
the very idea of state-guided national development. It is to the promotion and
revision of neo-liberalism in the 1980s and 1990s and the relationship between
that trend and the transformation of Asia that we now turn.
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5
The neo-liberal ascendancy and the East

Asian Miracle

The reorientation of US hegemony in the 1970s, and the consolidation of the
globalization project in the 1980s, was complemented by the rise of neo-
liberalism as a sustained and organized attempt to challenge the influence of
ideas about state-directed national development. By the early 1980s neo-
liberalism was in the ascendant in North America and Western Europe. This had
major implications for theories of development as they had emerged and been
elaborated after 1945. In particular neo-liberalism was a direct challenge to
development economics, which had been central to development theory in the
1950s and 1960s and one of the main sources of economic policies for Asia and
the Third World. This chapter starts with a discussion of the origins of neo-
liberalism. This is followed by an examination of the consolidation of the neo-
liberal ascendancy at the World Bank and the role of the World Bank in the
promotion and revision of neo-liberalism in the 1980s and 1990s. Central to this
process was the articulation of a reading of the East Asian Miracle that meshed
with the increasingly dominant neo-liberal approach to capitalist development. In
fact, the World Bank was central to the popularization of the term “East Asian
Miracle” in the 1990s. This trend and the efforts of the Japanese government to
counter the neo-liberal conception of the East Asian Miracle precipitated a major
political battle over the causes and lessons of the East Asian Miracle. The effort
to defend the theory and the practice of state-centered versions of the Asian
Model was met with a process of accommodation, against the backdrop of unequal
international power relations and the end of the Cold War. This conjuncture
ensured that opposition to the neo-liberal ascendancy was increasingly
domesticated to the liberal institutions and discourses of the nation-state system
and the global political economy centered on US power. By the second half of
the 1990s the dominant neo-liberal narrative had undergone some revision. The
rise of rational choice theory, the new institutionalism and the new political
economy were an important part of this process. However, despite revisions, neo-
liberalism continued to privilege a technocratic understanding of development
grounded in ahistorical assumptions about the dynamics of capitalism in the
Asia-Pacific and beyond. These trends were reinforced by the Asian crisis of
1997–1998.



Promoting neo-liberalism

“Think tanks and the “neo-classical counter-revolution”

The leaders of the counter-revolution that carried neo-liberalism to the highest
political heights in Washington and London and then beyond were primarily
economists, policy-intellectuals and, of course, politicians, whose first, but not
their only, concern was to influence the political struggles and policy debates in
North America and Western Europe.1 Since the 1940s (if not earlier) economists
and intellectuals in the United States and Great Britain had been engaged in the
concerted promotion of neo-classical economics via a growing network of
political organizations and what would become known as think tanks.2 In
Britain, in the latter years of the Second World War, exponents of economic and
political liberalism, such as Friedrich Hayek and Karl Popper, had already
published books that would become key texts in an ongoing challenge to
national economic planning and social democracy between the 1940s and the
1970s.3 In 1947 Hayek established the Mont Pélerin Society (named after the
Swiss resort town where like-minded economic liberals from North America,
Britain and continental Europe held their first meeting). Meanwhile,
organizations such as the Institute of Economic Affairs (IEA), which was set up
in 1955 by Antony Fisher and was inspired by Hayek’s writings, went on to
eventually play an important role in the rise of Thatcherism in Britain in the
1970s. One of the IEA’s most famous publications was a paper on monetary
policy by the inveterate North American advocate of free trade, Milton Friedman
of the University of Chicago. Friedman’s links to the IEA reflected the way that
North American think tanks, such as the American Enterprise Institute (AEI),
with which Friedman was also connected, often worked closely with their
counterparts in Great Britain.4

Although the American Enterprise Institute was founded in 1943, it was a
relatively marginal organization for at least the first twenty-five years of its
existence. By the 1970s, however, it was receiving greater corporate support, and
its reputation grew when former president Gerald Ford (1974–1976), as well as
other members of his administration, spent time as resident fellows at the AEI.
From the mid-1970s the AEI gained influence by establishing a dialogue with,
and supporting the research of, prominent academics and policy-intellectuals. By
reaching out to influential participants in the major policy debates the AEI,
whose publications were widely distributed, sought to achieve a position of
authority. The AEI played an important role in the neo-liberal shift in North
America. By the end of the 1970s the AEI was a major source of policy advice
for the US presidential candidate, Ronald Reagan (1981–1988). When Reagan
took office in early 1981, thirty-four of his administration’s new staff-members
came from the American Enterprise Institute. Another conservative think tank,
the Heritage Foundation, which was established in 1973, provided the Reagan
administration with thirty-six staff members in 1981, while eighteen people from
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the Center for Strategic and International Studies (CSIS) also set up operations at
the White House. The much older conservative think tank, the Hoover Institution,
provided the administration with at least fifty academics or former academics by
1985.5

With its conquest of political power in the United States and Great Britain by
the beginning of the 1980s, neo-liberalism increasingly extended its reach.6 As we
have seen, in much of Asia, Africa, the Middle East and Latin America,
development economics, or more radical Marxist and dependency theories of
development, provided an important body of ideas and policies that were used by
nationalist political and economic elites seeking a state-guided late-industriali
izing path to national development between the 1940s and the 1970s. With the
rise of neo-liberalism, individuals and organizations that worked in development
studies or were practitioners of development were often already part of the
bureaucracy of the state or were dependent on the state for funding, and this
constrained their ability to respond critically to neo-liberal policies. At the same
time, Washington and London exercised predominant influence over the World
Bank and the International Monetary Fund (IMF), and decisively shifted the
emphasis of international and domestic economic policy-making. As we have
seen, the World Bank and the IMF, supported by the Reagan administration,
Margaret Thatcher’s government in Britain (1979–1990) and the lengthy admini
istration of Helmut Kohl (1982–1998) in West Germany/Germany, increasingly
encouraged governments in Asia, Africa and Latin America to liberalize trade,
privatize their public sectors and deregulate their financial sectors. This trend
also coincided with the renewal of the Cold War. From the end of the 1970s to
the late 1980s the Reagan administration presided over an unprecedented
military build-up and a reinvigorated anti-communist crusade directed at the
Soviet bloc and the state-socialist model that it embodied. Against this backdrop
neo classical economics and a romanticized version of laissez-faire capitalism
increasingly provided the intellectual and imaginative framework for the US-led
globalization project. In this context many development economists who were
committed to, or had been converted to, neo-classical economics, emerged from
relative obscurity. Collectively, their view was that none of the explanations and
policy prescriptions provided by post-war development economics specifically,
and post-war development theory more generally, had the answer to the problem
of development in Asia, Africa and Latin America. From their perspective the
notion that development could be achieved via state intervention was quite
simply wrong.7

This is certainly apparent in Deepak Lal’s influential and scathing critique of
development economics (which was first published in 1983 by the Institute of
Economic Affairs). A prominent exponent of neo-liberalism, Lal argued that the
case for state intervention in the economy had been undermined by the post-1945
economic history of nation-states in the Third World. From his point of view the
economic problems in the developing world did not result from “the inevitable
imperfections of a market economy”, but from the policy-induced, and thus “far

NEO-LIBERAL ASCENDANCY AND EAST ASIA 159



from inevitable, distortions created by irrational dirigisme”. He concluded that
the governments of the Third World had to choose between “a necessarily
imperfect planning mechanism” and “a necessarily imperfect
market mechanism”, arguing that “the latter is likely to perform better in
practice”.8 Meanwhile, as noted briefly in chapter 2, P.T.Bauer, who was one of
the more famous long-time advocates of the neo-classical approach to
development in the Third World, gained new stature and authority in the 1980s
with the rise of neo-liberalism.9 Bauer’s career as a dissenting development
economist stretched back to the late colonial era. With the end of the Second
World War, he was based at the London School of Economics and Political
Science. He was a member of the Mont Pélerin Society from its inception in
1947. He also had close links with the Institute of Economic Affairs, following
its establishment in 1955, and with the Conservative Philosophy Group (CPG),
which was set up in the 1970s by members of the Conservative Party who
emphasized the merits of laissez faire. The CPG eventually provided staff and
policy advice to Margaret Thatcher’s government.10 The work of Bauer (Lord
Bauer by the 1980s) and a large number of other neo-classical economists who
participated in the rise of neo-liberalism contributed to the overall intellectual
framework for the neo-liberal reforms that were increasingly promoted by the
IMF and the World Bank.

Power and knowledge at the World Bank I

An important disseminator of development ideas, the World Bank is significant
both as the source of authoritative knowledge about economic development and
because of its key role in setting the agenda in the international development
debate. This flows from its unrivalled budget for research and extensive
policyformulation capacity. At the same time, the World Bank is able to attract a
high degree of international media attention for its pronouncements and major
reports. This intellectual influence is directly reinforced by its economic leverage
with governments around the world looking for investment, loans and foreign
aid.11 The ideas that have shaped the Bank’s policy agenda over the years are
also produced and disseminated in part by its own think tank, which was set up
in 1956, using financial support from the Rockefeller and Ford Foundations. The
organization was named the Economic Development Institute (EDI) and it
instructed people from a wide range of developing countries in the creation and
management of projects commensurate with the Bank’s overall conception of
development. According to its first director, Sir Alexander Gairncross, the
intention of the EDI was to ensure that by associating with and studying at the
Bank, students “would carry with them ideas that were more congenial to the
Bank when they went back to their own country”. Certainly, a number of EDI
graduates achieved positions of prominence in their nations of origin. In the late
1970s Cairncross argued that EDI graduates “more or less ran” South Korea, and
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in Pakistan there were “a great many ex-EDI men who quite consciously were
pulling together and having an influence on development”.12

Up to the 1970s, of course, the dominant conception of development that
prevailed at the World Bank had been grounded in development economics and
focused on state-mediated national development against the backdrop of the Cold
War. These influences were readily apparent during Robert McNamara’s tenure
as president of the Bank from 1968 to 1981. McNamara had served as Secretary
of Defense in both the Kennedy and Johnson administrations, and was one of the
key architects of the Vietnam War until his resignation in 1968. The overall
approach of McNamara, and other Cold War warriors of his generation, was
conditioned by the idea that the poverty of nation-states in Asia, Africa and Latin
America was the main underlying cause of the spread of communism.13 Into the
1970s the presumption that there was a direct link between poverty and
revolution, and that the communist threat could be contained and eliminated via
the eradication of poverty, was at the heart of the dominant development
discourse. As we have seen in chapter 3, McNamara also continued to be
committed to the idea that economic development led more or less directly to
political stability and democracy.14 Under McNamara the World Bank
significantly expanded its lending at the same time as “the alleviation of poverty”
was promoted as a major focus of the organization’s activity. And for most of the
McNamara era the Bank reflected the enthusiastic and optimistic pursuit of the
US-led modernization project via state-mediated national development that had
already reached its apex in the 1960s.

In the mid-1970s, for example, Hollis Chenery, a prominent development
economist and the World Bank’s Vice-President for Development Policy,
initiated a study of the Bank’s record on economic development since 1950.
David Morawetz, an outside consultant, conducted the study, but the conclusions
he drew crystallized the official viewpoint of the Bank in this period. Overall, the
study, like the Bank in the 1970s, took the view that on a global scale economic
growth had been rapid and dramatic; however, this growth continued to be very
poorly distributed. Nevertheless, the Morawetz Report was confident to the point
of complacency that poverty elimination would continue to be the central
concern of the Bank, that the limitations of monocrop-agriculture in many nation-
states could be mitigated, that excessive concern about debt was misplaced, and
that the dramatic growth in commercial lending in the 1970s was not a cause for
concern.15 Only with the second oil crisis (1979–1980) did the Bank express any
public reservations about the ability of the changing international financial
system to recycle enough funds to maintain economic growth and systemic
stability.16 This, combined with anti-inflation policies of recently elected neo-
liberal governments, such as the Thatcher administration in Britain, and the
anticipation that energy prices might continue to rise dramatically throughout the
1980s, convinced McNamara that the world economy had undergone a
permanent change. Once the perception of permanent change in the world
economy took hold of the Bank in 1980, various other policy conclusions
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followed. While financial assistance to governments of developing countries had
been used in the past as a “substitute for structural adjustment”, it was
increasingly used to “support structural adjustment”.17 Thus, in the early 1980s,
the Bank began to use structural adjustment loans to lock recipient governments
into the economic policies that were central to the neo-liberal ascendancy.

Power and knowledge at the World Bank II

The shift to the promotion of neo-liberalism at the World Bank by the early 1980s
was clearly bound up with the wider geo-political and economic changes in the
1970s.18 Symbolically, the shift was reflected by McNamara’s departure from
the presidency in 1981. McNamara’s successor was Alden Winship (Tom)
Clausen (1981–1986). Clausen ensured that the conception of development (and
the emphasis on alleviating poverty) that had predominated during the
McNamara era was more or less erased. Clausen, whose previous position had
been at the head of the Bank of America—the largest commercial bank in the world
—made it clear to the World Bank’s top executives at the outset that he had no
intention of maintaining his predecessor’s focus on poverty alleviation. Clausen
was primarily concerned with making sure that the Bank continued to be, and
became even more, responsive to the concerns and priorities of the US
government. As we have seen the World Bank came into existence as part of the
overall Bretton Woods system that emerged from the capitalist crisis, global war
and reconstruction of the 1930s and 1940s. The Bank (and the IMF) was
envisioned by the victorious allied powers as an instrument that could be used to
both consolidate and manage the post-war international political economy. From
its inception, therefore, the Bank was grounded in the wider power relations of
the emerging Cold War. By the late Cold War, early post-Cold War era the
United States continued to be the Bank’s most powerful member, although its
position as a Bank shareholder relative to other key governments, such as the
major European nation-states and Japan, had declined. However, the US is the
only country with a veto over amendments to the Articles of Agreement.
Furthermore, the US closely monitors Bank activities, and is the only member to
review all loan proposals in detail; officials of the Treasury Department are in
daily contact not only with the US executive director, but also with other Bank
officials.19 By the 1980s US influence was also increasingly grounded in the
Bank’s dependence on world financial markets, the central position of the US as
a global financial center, and the closely aligned interests of key financial actors
with those of US foreign policy. Meanwhile, at least 80 percent of the
economists working for the World Bank are trained in Britain or North America.
In the 1980s and early 1990s, their outlook, and that of virtually all of the remaining
20 percent, was increasingly based on the assumptions and methodologies of
neoclassical economics. Economists who do not subscribe to the main precepts
of neo-classical economics are unlikely even to be employed by the Bank, while
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social scientists from other disciplines who work for the Bank on peripheral
projects have no influence over economic policy formulation.20

In this context it was no surprise that poverty alleviation disappeared from
view and structural adjustment became the centerpiece of World Bank policies in
the 1980s. This shift in development thinking was clearly manifested by the Berg
Report, published in 1981. Written by Elliot Berg, the official title of the Report
was Accelerated Development in Sub-Saharan Africa: An Agenda for Action.21

The Berg Report relied on insights drawn from rational choice theory to evaluate
the developmental record of governments in Sub-Saharan Africa. Its
prescriptions centered on the need for a greatly reduced role for the state in the
economy and much greater reliance on the market as a means of accelerating
economic activity, particularly in the agricultural sector. However, it is
misleading to view the Bank during Clausen’s presidency as being united from
the outset around the neo-liberalism reflected in the Berg Report. Against the
backdrop of the wider shift from development economics to neo-classical
economics, the Bank under Clausen experienced greater policy fragmentation
and diversity within still limited parameters than was the case during the
McNamara era. In this period, for example, the Research Department of the
World Bank was characterized by a particularly devout commitment to the free
market and an intolerance of dissent that was not necessarily shared by other
sections of the Bank. After 1981 the research department’s operations and
activities were devoted increasingly to “large projects designed to substantiate
what everyone knew in their hearts already: that economic liberalization was
right”.22 The head of the Research Department was Anne Krueger, who Clausen
had hired to replace Hollis Chenery, the Bank’s chief economic theorist in the
McNamara era. Chenery was a major figure in development economics whose
work was anathema to advocates of neo-classical economics.23 According to one
insider, Krueger was not interested in debating economic policy and “cut off”
anyone “who ever had any relationship” with Chenery.24

The high period of neo-classical fundamentalism at the World Bank had
peaked by the second half of the 1980s, coinciding with a shift in the approach to
the world economy by the Reagan administration as ideologues gave way to
technocrats in Washington. At the World Bank, this shift was marked by the
change of presidents from Clausen to Barber Conable (1986–1991). With
Conable at the helm, the organization’s public image was seen to be more
consensual than under Clausen, while poverty alleviation and the mitigation of
the social costs of structural adjustment were given greater prominence. The neo-
classical ideologues in the Research Department departed and the Department
itself disappeared as a separate Vice-Presidency, following the reorganization of
the Bank in 1987.25 However, this reorganization, during Conable’s tenure as
president, was primarily aimed at making the Bank more effective and smaller.
Conable sought to reduce the organization’s 6,000 employees by 10 percent. It was
also part of an effort to break the influence of powerful long-time managers,
particularly Ernest Stern, the economist who had been with the Bank during the
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McNamara era and remained an important “de facto power” during the 1980s.
The Bank certainly was shaken up in the months after Conable first took over,
but even before Conable left the size of the staff had returned to 6,000 and most
of the powerful and long-serving senior officials at the Bank remained in place.
Stern, for example, remained at the Bank long after Conable had retired.26

Nevertheless, the World Bank’s understanding of development into the 1990s
continued to be, or increasingly became, influenced by rational choice theory
(the new institutionalism and the new political economy), resulting in a highly
mechanistic approach to the dynamics of political and economic change in the
various countries that the researchers at the Bank sought to understand.27

The lessons of the East Asian Miracle

East Asia occupied a pivotal, albeit contradictory, position in the wider neo-
liberal ascendancy. As one of the few regions of the world outside North
America and Western Europe that still appeared by the end of the 1970s and
early 1980s to be undergoing successful economic development, it is not
surprising that the lessons of what became widely known as the East Asian
Miracle were central to the wider geo-political struggle that attended the rise of
neo-liberalism. In the late 1970s and early 1980s a growing number of
commentators found free-trade, or at least market-oriented policies, particularly
export-oriented industrialization (EOI), to be the key to the economic dynamism
of East Asia (South Korea, Taiwan, Hong Kong and Singapore), while pointing
to the apparent failure of import-substitution industrialization (ISI) in nation-
states in Latin America and Africa.28 More broadly, the rise of the miracle
economies of East Asia, or what were variously known as the Newly
Industrializing Countries (NICs) or Newly Industrializing Economies (NIEs) of
East Asia (not to mention enthusiastic references to the Asian Dragons and Asian
Tigers), was increasingly interpreted as a natural outgrowth of liberal capitalist
expansion. For example, in 1979, Edward Chen argued that in the case of what
he called the “hyper-growth” of Japan, South Korea, Taiwan, Hong Kong and
Singapore, “state intervention” was “largely absent”. From his point of view all
that the state had “provided” was “a suitable environment for the entrepreneurs
to perform their functions”.29

Milton Friedman (whose stature increased dramatically in the 1980s) offered a
similar interpretation the following year in a book, co-authored with Rose
Friedman, which sought explicitly to popularize neo-classical economics. In
Free to Choose (1980) they argued that as a result of extensive reliance on
“private markets”, Japan, South Korea, Taiwan, Hong Kong and Singapore were
“thriving”, while China, Indonesia and India, “all relying heavily on central
planning”, were experiencing “economic stagnation”.30 This continued to be a
particularly influential interpretation of East Asian capitalism throughout the
1980s. For example, according to David Aikman, the industrial dynamism of
East Asia demonstrated “just how faithful, consciously or not” many of the NICs
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had been “to American conceptions of free enterprise”.31 In 1986 Staffan
Burenstam Linder asserted that the rise of East Asia flowed from “the very
policies” that had earlier given “the rich countries their affluence”.32 These
observations nicely capture the way in which a growing number of
commentators discovered policies and practices in East Asia that were similar to
the values and virtues perceived to have underpinned the rise of the West in an
earlier era. For example, in a short article in the Far Eastern Economic Review
(one of the most influential English-language business and news magazines in
the region) the former Prime Minister of Britain, Margaret Thatcher, argued in
1993 that: “such success as Asia now enjoys is the result of unremitting hard
work, an unquenchable spirit of enterprise, and sound economic policies”.33

Against the background of the end of the Cold War, the neo-liberal
ascendancy increasingly sought to appropriate East Asian capitalism. The East
Asian Miracle was promoted as a recapitulation of a romanticized liberal version
of the earlier rise of the West providing confirmation and comfort to those who
believed that the accumulation of wealth was primarily the result of hard work
and virtuous conduct. At the end of the twentieth century the histories of a
variety of national trajectories in Asia continued to be widely interpreted as
belated versions of the rise of the West (or more particularly the rise of the
United States and Britain). This approach was manifested clearly, at the end of
the 1980s, in the argument by Francis Fukuyama—a RAND consultant and
former US State Department employee—that the end of the Cold War might
well be the “end of history”. In a now-famous article he characterized the waning
of the conflict between Washington and Moscow as the “end point of mankind’s
ideological evolution and the universalization of Western liberal democracy as
the final form of human government”. He emphasized that the liberal “victory”
was still unfinished, and it had occurred mainly “in the realm of ideas or
consciousness”. The process was “as yet incomplete in the real or material
world”. However, with regard to East Asia he saw liberalization as well
advanced. In Japan, where “the essential elements of economic and political
liberalism” had been “successfully grafted onto uniquely Japanese traditions and
institutions”, he was confident that liberalism’s “survival in the long run” was
assured. In the case of South Korea he argued that “political liberalism” had been
trailing “economic liberalism, more slowly than many had hoped but with
seeming inevitability” and South Korea “could not possibly be isolated from the
larger democratic trends” which were sweeping the globe.34

Then, in 1992, Fukuyama argued that East Asia’s “postwar economic miracle”
makes clear that “capitalism is a path toward economic development that is
potentially available to all countries”. More specifically, he argued that: “the
established industrial powers” had not been “capable of blocking the
development of a latecomer, provided that country plays by the rules of
economic liberalism”. From his point of view the newly industrializing
economies (NIEs) of Asia, “repeating the experiences of Germany and Japan in
the late nineteenth and early twentieth centuries, have proven that economic
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liberalism allows late modernizers to catch up with and even overtake”
established industrial powers. Fukuyama’s emphasis on the inexorable rise of
liberal economic and political ideas, and his dubious effort to fit the pre-1945
Japanese and German trajectories into a neo-liberal understanding of economic
transformation (an exercise that is hard enough for post-1945 Japan and
Germany) clearly reflects the wider effort in the post-Cold War era to find in the
East Asian Miracle confirmation of the superiority of the modes of political and
economic organization associated with an idealized conception of Anglo-
American liberalism. At the same time, Fukuyama acknowledged in passing that
the development model emanating from a resurgent Asia, apparently led by
Japan, might in fact embody a major challenge to, rather than a recapitulation of,
the Anglo-American model.35

One of the first professional economists, with experience in the developing
world, to attempt to systematize a neo-liberal understanding of the
industrialization of East Asia was the development economist, lan Little. He
emphasized the way in which South Korea, Taiwan, Hong Kong and Singapore
had briefly pursued import-substitution industrialization (ISI), shifting in the
early 1960s to export-oriented industrialization (EOI). Reflecting what would
become the established neo-classical explanation for East Asian success, he saw
this policy reorientation as the key. Focusing his analysis on South Korea,
Taiwan and Singapore, Little argued that from about 1960, the governments of
these nation-states embarked on a reorientation in economic policy that resulted
by the mid-1960s in an overall approach to economic development that
“combined selective protection for certain import competing sectors with a
virtual free trade regime for exporters”. He emphasized that exporters were able
to purchase inputs at international market prices and the “effective exchange rate
for exporters” was more or less the same as the rate that would have prevailed
“under free trade”. Little argued that “overall effective protection for industry
was zero” in the case of South Korea and Hong Kong, while it was “low” in
Singapore and Taiwan. He concluded that the “consequential growth of exports
was phenomenal, far exceeding what anyone could have predicted or did
predict”.36 Writing in 1981 he argued that: “labour-intensive export-oriented
policies, which amounted to almost free trade conditions for exporters”, and
“nothing else”, explain the industrial transformation of Asia after 1960.37 Of
course, such a narrow focus on export-oriented industrialization as the key to the
East Asian Miracle results in an ahistorical and technocratic explanation for, and
decontextualized lessons from, the transformation of Asia.38

In the 1980s other neo-classical economists with direct and indirect links to
the World Bank produced studies that reinforced Little’s conclusion about EOI
and the East Asian Miracle.39 One of the more influential World Bank
economists to consistently articulate a neo-classical interpretation of
industrialization in East Asia in this period that complemented Little’s emphasis
on EOI was Bela Balassa. From Balassa’s perspective, comparative advantage (or
the idea that nation-states should specialize in what they are naturally best at)
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was a key factor in economic development. From this point of view the natural
unfolding of the world economy results in the movement of national economies
from the production of low technology goods to the manufacture of higher
technology goods, as a particular country’s comparative advantage shifts from
unskilled labor-intensive manufacturing to skilled, capital-intensive
production.40 In the late 1980s Balassa argued that with the exception of Hong
Kong, the NICs had all gone through an initial stage of import-substitution
industrialization, but in contrast to late-industrializing nation-states in Latin
America, the East Asian NICs had subsequently and successfully embraced export-
oriented industrialization. For Balassa, this external orientation was a central and
dynamic element of the comparative advantage framework, insofar as an
external orientation facilitated the overcoming of domestic constraints,
undercutting monopolistic and protectionist economic arrangements, and
encouraging competition and the pursuit of technological improvement.41 These
kinds of lessons were also adumbrated in World Bank publications such as
Korea’s Experience with the Development of Trade and Industry: Lessons for
Latin America.42 What is readily apparent in the wider neo-classical/neo-liberal
narrative on East Asia that emerged in the 1980s is the way in which it
naturalized discrete national trajectories. What is also apparent is that the
ahistorical and technocratic understanding of capitalist transformation that
underpinned neoclassical economics not only involved the naturalization of
nation-states but also involved the naturalization of liberal capitalism itself.

Revising neo-liberalism

Japan, the United States and the World Bank

The World Bank, as the above discussion implies, was an important site by the
1980s for the promotion of an interpretation of the East Asian Miracle that
conformed to the main tenets of neo-classical economics.43 This was linked to a
wider effort by the World Bank to promote a normative vision of capitalist
transformation as the unfolding of a natural and liberal process.44 This project
was increasingly challenged by the Japanese government—throughout the 1980s
pressure from Tokyo on the World Bank for greater acknowledgement of the role
of the state in economic development had been building.45 Despite the growing
influence of neo-liberalism, the Japanese government continued to intervene in
economic activity in a manner that flouted the neo-liberal ascendancy, while
unlike other governments it generally failed even to pay lip-service to free trade.
This ensured that Japan was increasingly subject to criticism in the context of
ongoing trade disputes with the United States. During the 1980s the Japanese
government continued to direct or assist the expansion of Japanese corporations
overseas.46 In 1987, for example, the Ministry of International Trade and
Industry (MITI) planned a regional industrialization strategy for the governments
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of Southeast Asia, a key element of which was the allocation of directed credit.
The Japanese Ministry of Finance (MOF), meanwhile, set up the ASEAN-Japan
Development Fund at the end of the 1980s. It was administered by Japan’s main
aid agency and sought to provide credit to Japanese companies operating in
Southeast Asia. Officials at the World Bank conveyed their concern about this
approach through informal channels, but this had no discernible effect. In fact, by
June 1989, Masaki Shiratori, a senior MOF official who was well known for his
dedication to making the World Bank rethink direct credit policies specifically
and take the role of the state in East Asia into account generally, had become the
World Bank’s new Executive Director for Japan.47

The end of the Cold War, and increased friction with the US government over
the perceived unfair trading practices of Japanese companies, provided the
backdrop for the Japanese government’s growing efforts to challenge
neoliberalism. At t the same time, with the end of the Cold War, elites and
governments in the AsiaPacific more generally expressed concern that the world
economy might shift, or was shifting, towards economic blocs centered on
Western Europe and North America.48 While European economic integration and
the North American Free Trade Agreement (NAFTA) were represented by many
of their proponents as liberalizing rather than protectionist initiatives, there was
scepticism about this inside and outside of East Asia. There were also some
observers who perceived the Asia-Pacific Economic Cooperation forum (APEC),
which was set-up in 1989, as a possible vehicle for US domination.49 It was clear
from the outset that there were divergent views about the orientation and even
the appropriate membership of APEC.50 In terms of orientation it was clear that
the US and other key players envisioned APEC, in the words of C.Fred
Bergsten, a member of the Eminent Persons Group commissioned to draw up the
founding documents, as “a force for worldwide liberalisation”.51 While the
Australian government is often seen as the originator of APEC, the Japanese
Ministry for International Trade and Industry (MITI) was also an early advocate
of a post-Cold War Asia-Pacific trade organization. However, MITI envisioned
that such an organization would provide a venue for trade cooperation rather than
free trade. At the same time, it encouraged the Australian government (which
clearly emphasized that APEC should be about free trade) to take the initiative
because the Japanese government felt that the idea of a regional economic
organization would be better received in the region if it came from Australia
rather than from the country that had been the promoter, in an earlier era, of the
erstwhile “Greater East Asia Co-Prosperity Sphere”.52

In December 1990, a year after APEC had been formally established, Prime
Minister Mahathir Mohamad of Malaysia sought to explicitly counter the EU,
NAFTA and the APEC initiative with a proposal that Japan and other East Asian
countries form an East Asian Economic Bloc (EAEB). The following year his
idea of an exclusive regional bloc was presented to a post-ministerial meeting of
ASEAN, by which time it was being called an East Asian Economic Group
(EAEG). While some Southeast Asian governments were wary of Mahathir’s
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proposal, it did lead directly to the formation of the ASEAN Free Trade Area
(AFTA) that was set up in June 1991 with the goal of eliminating tariff barriers
between the members of ASEAN. The EAEG continued as an agenda item
within ASEAN, with its name being changed again in October 1991 to the less
threatening East Asian Economic Caucus (EAEC).53 At the beginning of the
1990s the Japanese government is reported to have seriously considered joining
Mahathir’s EAEC.54 This did not come to pass, and by 1994 Mahathir had
reluctantly agreed to make the EAEC a component of APEC.55 Nevertheless, as
we will see in chapter 6, Mahathir’s views enjoyed wide, although not
necessarily deep, appeal amongst the general population in Japan and beyond.
And his “Asia-first” approach continued to mesh with the views of some
influential members of the Japanese elite in this period.56 In fact, the Asian crisis
at the end of the decade resulted in the weakening of APEC and the
strengthening of ASEAN+3 (the Association of Southeast Asian Nations, South
Korea, Japan and China). For some observers the latter organization represents a
close approximation of Mathathir’s Pan-Asian vision.57

Meanwhile, at the World Bank, the potential for increased conflict over
competing visions of regional development was exacerbated by the appointment,
i in January 1991, of Lawrence Summers to the position of chief economist and
vice-president at the Bank. Summers (who later went on to be Deputy
Treasury Secretary, then Treasury Secretary in the Clinton administration and is
now president of Harvard University) was well known for regarding Japanese
economists as “second rate”. He came up with the term “market friendly” that
was used to soften the overall free-market approach of the final version of the
1991 World Development Report. It emphasized that “market-friendly policies”,
which it characterized as “neither complete laissez faire nor interventionism”,
were “optimal for growth and income distribution”.58 This terminological change
did little, however, to ameliorate the concerns of the Japanese government.
Tokyo continued to promote its own model of economic development using its
increasing influence at the Bank and the IMF as leverage. For example, in an
address at the World Bank and the IMF’s Board of Governors annual meeting in
October 1991, Yasushi Mieno, then head of the Bank of Japan, argued that the
East Asian experience demonstrated the significance of government intervention.
In his speech, which had been drafted by the Ministry of Finance’s International
Finance Bureau, he made an explicit appeal for the IMF and the World Bank to
produce a study that would directly address the question of states and markets in
East Asia and the lessons from the region for the rest of the world.59 At the same
meeting the World Bank’s vice-president and managing director, Attila
Karaosmanoglu, suggested that the NICs of East Asia were a “powerful argument”
for “a more activist, positive governmental role” in industrialization. He insisted,
furthermore, that “what is replicable and transferable” in the East Asian
experience “must be brought to light and shared with others”.60

This was the context in which the World Bank’s now famous 1993 Report,
entitled The East Asian Miracle and funded by the Japanese Ministry of Finance,
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appeared. The report set out to examine the eight High Performing Asian
Economies (HPAEs), which were identified as Japan, South Korea, Taiwan,
Hong Kong, Thailand, Malaysia, Singapore and Indonesia. It was concluded that
they all shared “some economic characteristics that set them apart from most
other developing countries”. Their success, according to the report, was
grounded in “a combination of sound, market-based, foreign investment-
friendly, export-oriented, and generally equitable policies”. The report also
distilled what was regarded as the “essence of the miracle”. This involved a
number of basic elements, but it boiled down to an emphasis on the need to “get
the basics right”. The report went out of its way to extract a range of ahistorical
and technocratic economic lessons from the diverse national trajectories of the
HPAEs. In particular, it emphasized that government intervention aimed at
promoting exports was the form of intervention most “compatible with a wide
diversity of economic circumstances”.61 While the Japanese government was not
happy with the final product, the 1993 Report was significant in that, for the first
time since the start of the “neo-classical counter-revolution”, a major Bank
publication had conceded that government intervention played some role in
economic development in East Asia.62 However, it continued to treat economic
development as a technical policy question, and the role of the state (or
government institutions) as well as wider historical considerations were not seen
as particularly relevant to an overall understanding of successful capitalist
development.

One of the most prominent series of reactions to, and criticisms of, the 1993
Report, appeared under the editorship of Alice Amsden in a special section of the
April 1994 issue of the influential journal, World Development.63 In his
contribution Sanjaya Lall, a well-known development economist who served as a
staff member (1965–1968 and 1985–1987) and a consultant with the World
Bank, described the report as “flawed”. He argued that the methodology used to
“evaluate the effectiveness of the study’s version of industrial strategy” (which
the study defined as “government efforts to alter industrial structure to promote
productivity-based growth”) failed even to begin to assess industrial strategies
“as they were conceived and implemented by the governments concerned”. This
resulted in the conclusion that “industrial policy had little structural effect”;
however, this is contrary to “overwhelming micro-level evidence” that indicated
the vast majority of economic initiatives that East Asian governments promoted
would not have occurred without government encouragement. Another problem,
for Lall, was the way that the Report examined “selective interventions” as
separate phenomena rather than as elements in a broad strategy. This ensured
that the Report failed to assess the overall contribution made by government
intervention. For example, argued Lall, government intervention in the credit
market would not have been effective if the interventions had not been part of a
wider strategy of technological promotion, market protection and selective skill
creation. Ultimately, in his view, the Report drew anodyne and “partisan”
lessons from the capitalist transformation of East Asia.64 Some proponents of
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industrial policy, and of the development state, such as Lall, clearly found little of
significance in the Report. But, as we will see in chapter 7, advocates of revised
versions of the developmental state, such as Peter Evans, were more forgiving of
the World Bank’s assessment of the role of the state in the East Asian Miracle.65

This was part of an effort by Evans and others writing in the developmental state
tradition to move beyond the sharply drawn positions of state versus market as
they had crystallized in the 1980s and early 1990s. Evan’s outlook reflected the
way in which, even as the role of the state was being acknowledged but
downplayed by the World Bank, the way had already been paved for greater
accommodation of the state-centered perspective by the rise of new trade theory
(or new growth theory) and rational choice theory as part an effort to revise neo-
classical economics.

“The Myth of Asia’s Miracle”

In 1994 the prominent North American economist Paul Krugman (whose name is
widely associated with new trade theory) sought to puncture the more
enthusiastic assessments of the East Asian Miracle proffered by all sides in the
debate. His intervention also had important implications for the debate over
industrial policy, which, as we have seen, had been a key focus of the World
Bank Report and its critics. In a now well-known article entitled “The Myth of
Asia’s Miracle”, Krugman argued that the high rates of growth in East Asia in
the 1980s and 1990s were not sustainable. He also argued that the high growth
rates were primarily a function of the movement of large numbers of people out
of low-productivity agricultural work into the industry and service sectors,
combined with high rates of savings and investment. This meant that there had
not been, and had been no need for, major improvements in productivity. In
Krugman’s view, explanations for the transformation of Asia that focused on the
efficient allocation of resources (neo-liberalism) or effective industrial strategies
(developmental state theory) were overlooking a more prosaic explanation. From
his perspective, “Asia’s Miracle” flowed from the expansion of industrial
capacity as a result of increasing investment and abundant labor and when
demand dropped, growth would also drop.66 At the same time, as Krugman
himself has subsequently noted, his 1994 article, which was based on the work
of Alwyn Young, should not be construed as anticipating the Asian crisis (1997–
1998).67 The crisis was not a result of a decline in demand, but a much more
complicated shift centered on the banking and financial sector in the region and
beyond.

Krugman’s equally significant, if somewhat more indirect, contribution to the
debate about the East Asian Miracle was probably his work on new trade theory
He was already well known in the 1980s for his efforts, along with others, to
revise the neo-classical approach to international trade with important
implications for the question of state intervention that was at the center of the
battle for the East Asian Miracle. In the second half of the 1980s he argued that
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domestic markets did not function nearly as well as was assumed by neo-classical
economists. His work challenged the comparative advantage approach to trade,
emphasizing that nation-states did not simply specialize in an effort to exploit
particular advantages is-à- is other nation-states, they also specialized because
specialization over time produces its own advantages simply as a result of
specialization, regardless of whether there were distinctive comparative
advantages that flowed from specialization initially. Krugman, along with other
proponents of the new trade theory, argued that when this was combined with the
presence of market distortions, there was a case for the state to intervene to
produce and facilitate “dynamic advantages” via the support of things such as
technological improvements. From this point of view some countries may well
experience higher rates of economic growth if trade restrictions are applied. In
Krugman’s view “one thing” was very “clear: the idealized theoretical model on
which the classical case for free trade is based will not serve us anymore” in the
face of the complexity of the “real world”.68 While new trade theory (or new
growth theory) had limited initial impact on the neoclassical approach generally
and the policy debate about East Asia more specifically, its ideas gradually
impacted on the work of economists, such as Sanjaya Lal, and it was used to
challenge or revise neo-liberalism.69

“The Key to the Asian Miracle”

The revision of neo-liberalism was, as already suggested, also facilitated by the
rise of rational choice theory in North American political science in the 1980s.70

Like the approach to economic behaviour taken by neo-classical economics,
rational choice theory built its explanations for political behaviour on
assumptions about the rational calculations that informed the policies and actions
of the individuals and groups concerned. There is only limited agreement as to
how to categorize and identify the various tendencies in rational choice theory as
they relate to the study of development.71 Some observers identify three major
strands within the institutionally oriented rational choice analysis based on their
relative distance from neo-classical economics. The first strand is the new
institutional economics, which is effectively a sub-discipline of neo-classical
economics.72 The second strand is the new institutionalism. Within this strand
authors from a variety of disciplines seek to use rational choice theory to
evaluate the operation of a range of institutions: everything from finance to
irrigation projects. The third strand takes what is called the new political economy
approach to the application of rational choice theory to institutions and economic
development. The difference between the new institutionalism and the new
political economy revolves primarily around the latter’s greater sensitivity to
politics.73 Douglass C.North is widely perceived as a key figure in the new
institutionalism.74 The influence of North’s work was already apparent in a
number of World Bank reports by the second half of the 1980s. By the 1990s he
had emerged as a major proponent of the view that rational choice theory could
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be deployed to ground a new theory of development. Meanwhile, the US-based
political scientist Robert H.Bates is widely perceived as a key figure in the new
political economy. His work also exercised a direct influence on a number of
reports produced by the World Bank by the second half of the 1980s.75 For
example, the World Bank’s annual World Development Report for 1986
embraced Bates’s approach to agricultural policy. The 1991 Report rested on a
synthesis of North and Bates to bolster its main prescriptions. Meanwhile, the
1994 World Development Report on infrastructure clearly owed its major debt to
North and a growing number of proponents of the new institutionalism. By the
1990s, the terminology of rational choice theory, if not the more rigorous
versions of its conceptual framework, was being widely deployed, facilitating the
revision and the strengthening of the neo-liberal ascendancy.76

The role of rational choice theory in revising and bolstering neoliberalism
generally, and in accommodating the state-led development trajectory of East
Asia to neo-classical economics more specifically, is apparent in The Key to the
Asian Miracle, which was published in 1996. Although not a World Bank
publication as such, the book was written by Jose Edgardo Campos, a World
Bank economist and coauthor of the 1993 Miracle Report, and Hilton L.Root, an
economic historian based at the Hoover Institution at Stanford University. In
their book, they attempted to outline “concrete lessons for the rest of the
developing world” by examining “the rationality of the structure and
performance” of key institutions in East Asia. From their point of view, although
East Asian institutions were not necessarily “directly transferable” to other
nation-states, knowing how they operated could still provide a “guide” for other
governments facing similar economic problems.77 Their analysis, which clearly
reflected the influence of rational choice theory, represented Japan, South Korea,
Taiwan, Hong Kong, Singapore, Thailand, Malaysia and Indonesia as variations
of a generalized form of enlightened and paternalistic authoritarianism. They
argued that the governments of the HPAEs were aware that successful economic
development necessitated coordinating the “expectations” of various groups.
This led, they said, to the crafting of institutional arrangements that sought to
distribute “the benefits of growth-enhancing policies widely”, while reassuring
businesses and individuals “that they would share the growth dividend”. They
emphasized that: “sharing gave the less fortunate a stake in the economy”. This
worked to discourage “disruptive activities” and reduced “the risk of regime
failure”. Importantly, it also allowed the various governments to focus “on
promoting rational economic policies by reducing the need to constantly contend
with issues of redistribution”.78

The authors observed that many of the regimes that presided over successful
economic growth in East Asia between the 1970s and the 1990s are regularly
regarded “as authoritarian, even dictatorial”. They argued that this perception is
misleading and “occurs largely because of the failure of Western observers to
recognize in East Asia systems for ensuring accountability and consensus
building that differ from Western-style institutions”. They emphasized that “the
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mechanisms that Westerners expect to see—written constitutions, elected
legislators, a formal system of checks and balances—are but one set of solutions
to establishing regime legitimacy and guaranteeing limits on government
action”. From their point of view there are “other ways of” mobilizing “public
support” and “restraining ruling cliques from overriding the economic rights of
others”. Furthermore, although the different HPAEs vary significantly from each
other they “share enough common elements to suggest a developmental model
that differs from the trajectory of the Western democracies and from the
autocracies of the past and present”. According to the authors, instead of
behaving “like roving bandits” the regimes of the HPAEs “have considered the
future output of society and have offered incentives to productive investment
(physical and human) that are typically found only in the Western democracies”.
They conclude that, while the future for the HPAEs is uncertain and the
historical context (the Cold War in particular) has altered, the governments of
developing nations around the world can still benefit from an examination of the
HPAEs as a way of finding “their own best starting points”.79 Ultimately their
analysis of the HPAEs legitimated authoritarianism and endeavoured to
accommodate the developmental state and ideas about Asian democracy and
Asian values to the dominant neo-liberal discourse on development. At the same
time, Campos and Root produced a homogenous image of East Asia (which
lumped Indonesia with Japan) conflating historically distinct national trajectories
and reinforcing a dubious distinction between East and West which will be taken
up in more detail in chapter 6.

“The State in a Changing World”

The revision of neo-liberalism, reflected in The Key to the Asian Miracle and in
the earlier East Asian Miracle Report, was also apparent in The State in a
Changing World, published with much fanfare in 1997 by the World Bank.80

This study reflected the influence of rational choice theory and the new
institutionalism discussed previously. The report was a significant departure from
the organization’s earlier position, and it provides an obvious marker of the
ongoing revision of neo-liberalism in which the Bank played an important role.
The State in a Changing World was a product of the increasing economic
significance, and therefore political influence, of the governments of East Asia,
particularly Japan, by the first half of the 1990s. The 1997 report exemplified the
World Bank’s shifting position on the role of the state. Indeed, the entire report
is premised on the idea that the state is not just a necessarily important
determinant of national economic welfare, but that “its capability—defined as
the ability to undertake and promote collective actions efficiently—must be
increased”.81 Although the report was at pains to describe the actions of Japan
and the East Asian states more generally as “market enhancing”, it also clearly
conceded that the “state” was fundamentally implicated in defining the structure
of market-mediated economic relations. In other words, intervention per se was
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not necessarily a problem. Indeed, according to the report “development without
an effective state is impossible”. East Asia took on a particular significance in
this regard as it demonstrated, in the words of the Report, “how government and
the private sector can cooperate to achieve rapid growth and shared
development”. What this amounted to was a heavily qualified endorsement of the
close relationships between government and business that characterized the
nation-states of Asia. For the late-industrializing nations of East Asia, and by
implication for their counterparts in the rest of the so-called developing world, the
Report concluded that the state was capable of “not merely laying the
foundations of industrial development but actually accelerating it”.82 At the same
time, the World Bank’s 1997 Report defined an “effective state” in a way that
bypassed the wider social context and the social impact of the developmental
states in the region. Not surprisingly, as with Campos and Root’s 1996 study, the
conception of an effective state in East Asia presented in The State in a
Changing World was grounded in an elite-centered approach to political and
economic change that implicitly, if not explicitly, valorized authoritarianism.83

This is a question to which we will return in chapter 7, on the rise and decline of
the developmental state.

The publication of the World Bank’s 1997 Report coincided with the onset of
the Asian crisis and the discrediting of the very state-guided model that the
World Bank had partially accommodated during the 1990s. The Asian crisis will
be taken up in the final chapters and the conclusion, but it is worth noting here that
the dominant interpretation of the Asian crisis effectively attributed it to the
types of relationships between government and business that the World Bank had
slowly begun to endorse during the 1990s. Rather than being seen as a source of
effective planning and economic development, the governments of East Asia in
the wake of the 1997–1998 financial crisis were routinely associated with
cronyism, corruption and inefficiency. The Bank’s post-crisis position, however,
did not involve a reversion to the neo-liberal model of development and the free-
trade understanding of the East Asian trajectory it had championed in the early
1980s. Significantly, during the crisis and subsequently there was a marked
divergence between the approach taken by the Bank and that of the IMF (the
latter organization took a much more prominent role in the management of the
Asian crisis). These differences should not be exaggerated. The Bank remains
central to the general trend toward market-oriented reform in the region.84

However, the Bank did question the IMF’s handling of the crisis. In the second
half of 1997, the IMF embarked on major efforts to restore financial stability to
the region via loan packages to the governments of Thailand, Indonesia and
South Korea. Its overall approach was premised on the widespread neo-liberal
view that the crisis flowed from the distortions and inefficiencies that were
characteristic of state-guided capitalism in East Asia. In this context IMF loans
were conditional on the implementation of a range of austerity measures and
liberalizing initiatives. However, by 1998, the IMF was increasingly being seen
as having failed, and/or aggravated a worsening situation, at the same time as
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other parts of the world were catching the so-called “Asian Flu”.85 Already in
late 1997, Joseph Stiglitz, Chief Economist at the World Bank, was challenging
the IMF’s approach. He argued that the East Asian crisis flowed from poor
oversight rather than over-regulation, and the solution was to find the appropriate
regulatory arrangements, not to dispense with regulation, a critique that he
subsequently outlined in a book-length study.86

This critique of the IMF plan for the region by a senior official at the World
Bank was soon followed by others also emanating from the World Bank, as well
as elsewhere.87 In fact, the World Bank was in good company, as a growing
number of influential policy-makers and economists (including writers such as
Jeffrey Sachs, who had played an important role in the spread of neo-liberal
ideas and policies, and Paul Krugman) increasingly argued that the crisis in East
Asia was the result of a “financial panic” that fuelled a dramatic and unnecessary
shift in investor confidence and market expectation, which led to the rapid
movement of capital out of the region and the resultant currency collapses.88 In
September 1998 The Wall Street Journal described the growing reaction against
IMF prescriptions in Asia emanating from the World Bank and elsewhere, and
the drift towards capital controls, as “the most serious challenge yet to the free-
market orthodoxy that the globe has embraced since the end of the Cold War”.89

At one level, meanwhile, the president of the World Bank, James Wolfensohn—
who joined his Chief Economist, Joseph Stiglitz, in criticizing the IMF and
criticizing the way the Bank itself had operated, particularly its alienation from
those whom it is supposedly intended to help—simply reflected the wider shift
that attended the end of the East Asian Miracle as promoters of neo-liberalism
sought to respond to criticisms and problems by further revising neo-
liberalism.90 By the end of the 1990s, the World Bank had ostensibly made a
shift from “structural adjustment” to a focus on a “comprehensive development
framework” that again foregrounded poverty alleviation, the latter having been
the stated focus of the Bank’s efforts up to the end of the 1970s.91 This shift has
been reinforced by a renewed emphasis, in some quarters, in the wake of the
terrorist bombings in New York and Washington on September 11 2001, on the
importance of foreign aid and poverty alleviation to engender economic and
political stability and undercut the appeal of fundamentalist Islam. However,
these reorientations do not represent a retreat from any of the core elements of
the US-led globalization project within which the World Bank plays a central
role.92 The World Bank remains profoundly implicated in the dominant
technocratic and ahistorical conception of development that is grounded in the
naturalization of both distinct and historically contingent national trajectories and
the wider process of capitalist transformation itself.
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Conclusion: the neo-liberal ascendancy and the East Asian
Miracle

The rise of neo-liberalism, which emerged as a complement to, and flowed out
of, the reorientation of US hegemony in the 1970s, was central to the wider and
increasingly global challenge to state-guided national development by the 1980s.
In this chapter the intellectual origins of neo-liberalism have been traced to
economists and politicians committed to neo-classical economics that sought to
transform the economic policy process in North America and Western Europe
(especially in the United States and Great Britain). In the context of the wider
shifts of the 1970s, proponents of neoliberalism became key players in the
Thatcher and Reagan administrations. At the same time, this chapter has focused
in particular on the neo-liberal ascendancy at the World Bank and the
relationship between the changes at the World Bank in the 1980s and the
promotion of an understanding of the East Asian Miracle that accorded with the
main precepts of neo-classical economics. This led to a major battle for the East
Asian Miracle as the Japanese government in particular sought to challenge the
dominant interpretation being promoted by the World Bank. The Japanese
government’s challenge was accommodated to the neo-liberal approach to the
East Asian Miracle in the context of the unequal power relations that had framed
US-Japan relations throughout the Cold War and into the post-Cold War era.
During the 1980s and 1990s the dominant neo-liberal narrative underwent a
process of revision, complemented by the growing influence of rational choice
theory and the new institutionalism. However, these revisions served primarily to
contain the challenge to neo-liberalism represented by the Japanese government
and the state-centered Asian model it promoted. The revisions also served to
strengthen the technocratic and ahistorical understanding of development central
to the dominant narrative on capitalism in Asia and beyond.
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6
The vicissitudes of the New Asian

Renaissance

The revision of neo-liberalism in the 1980s and 1990s and the effort by the
Japanese government to defend state-guided national development were
paralleled by, and overlapped with, the emergence of culturally and racially
oriented explanations for the East Asian Miracle inside and outside of the Asia-
Pacific. Linked to these approaches were increasingly strident concerns that the
rise of East Asia, especially Japan (and latterly China) was a threat to the “West”.1

By the early 1990s, the notion of a “New Asian Renaissance” had emerged as a
somewhat amorphous term that captured the dramatic economic, political and
cultural changes transforming the region.2 For some commentators the New
Asian Renaissance encompassed the many “non-Asian” nation-states and
peoples in the Asia-Pacific, while for others it encapsulated a more exclusive
Pan-Asianism.3 East Asian commentators and political leaders also increasingly
held up Asian values and virtues as not only the key to the region’s success but
also as a model for the West. This chapter begins by looking briefly at the
question of culture and race in the debate about the causes of Japan’s post-1945
economic success. This is followed by an examination of the popular debate
inside and outside of the region about the cultural roots of Asian capitalism
generally. It then turns to a discussion of key strands of the narratives about
Asian values and neo-Confucianism in the late Cold War and early post-Cold
War era, looking particularly at Singapore and Malaysia, which were the sites
for, and the sources of, the most influential and sustained articulation of Asian
values and/or the idea of a New Asian Renaissance. This section ends with a
short discussion of the possible re-emergence, in the wake of the Asian crisis, of
the more exclusive Asian regional organization that many of the promoters of the
New Asian Renaissance, such as Prime Minister Mahathir Mohamad of
Malaysia, sought, unsuccessfully, to establish as an alternative to APEC at the
very beginning of the 1990s. The final section looks at the significance of
cultural nationalism in the economic rise of China after 1978. This chapter
emphasizes that both the dominant East Asian-based narratives and many of the
cultural explanations provided by commentators outside the region rested, and/or
continue to rest on a dubious distinction between East and West and on generally
fixed notions of culture/race. At the same time, the continued, but changing,
salience of racialized politics, and fixed conceptions of culture in Asia, can only



be understood in terms of the dynamics of both specific national trajectories and
their wider geopolitical and economic context. The deployment of Asian values
and neo-Confucian ideas in the 1980s and 1990s, against the backdrop of new
regional initiatives, reflected an important attempt by national elites in East Asia
to reposition themselves and retain, or strengthen, the legitimacy of often
authoritarian political arrangements in the context of the dramatic capitalist
transformation of the Asia-Pacific over the preceding decades.

Promoting the New Asian Renaissance I

The Japanese model II: “Asia’s New Giant”

With the rise of Japan as an economic challenge to the US in the 1970s, the
debate about its development and its position as an exemplar of modernization
took on new significance.4 This was parallelled by a renewed interest in the cultural
dynamics of Japan’s post-1945 resurgence. Interestingly, the debate about
Japan’s economic success was far less contentious in the 1950s and 1960s than it
became in the 1970s and 1980s. In the 1960s influential observers such as
William Lockwood emphasized an “interweaving” network “of influences and
pressures” connecting government and business (“a web without a spider”) that
underpinned the Japanese trajectory.5 Meanwhile, in East Asia: Tradition and
Transformation (1973), which was—as has already been noted—a key English
language text on East Asia in the 1970s and 1980s, Edwin O.Reischauer, John
K.Fairbank and Albert Craig identified a “particular Japanese combination of
free enterprise and government guidance”, noting that the government played
more of a role in economic planning in Japan than anywhere else in the capitalist
world.6 Up to the 1970s government/state intervention to facilitate modernization
was far more acceptable in the United States itself, making this analysis of the
role of the state in Japanese economic development relatively uncontentious.
Japan was also a key ally in the wider US containment strategy in Asia.
Furthermore, post-1945 Japan was widely perceived as a developing, rather than
a developed, nation-state and the degree of state intervention that was viewed as
necessary for developing nations was even greater than that required for
developed nations such as the United States.7

In the context of the incipient rise of neo-liberalism, however, influential
commentators challenged the view that Japanese economic growth was a result of
a dirigiste history. The effort to encourage the Japanese government to adopt
more liberal economic policies was clearly linked to attempts to challenge the
view that illiberal economic policies were the key to Japan’s success. An early
and influential example of this view is to be found in the massive edited
collection by Hugh Patrick and Henry Rosovsky, entitled Asia’s New Giant
(1976). This book brought together a group of neo-classical economists who
expressed scepticism about the importance of industrial policy in Japan’s
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post-1945 phoenix-like rise from the ashes of defeat.8 In a 1977 article that
reiterated the main thrust of Asia’s New Giant, Hugh Patrick argued that Japan’s
impressive economic performance was “due primarily to the actions and efforts
of private individuals and enterprises responding to the opportunities provided in
quite free markets for commodities and labor”. He emphasized that, although
“the government has been supportive and indeed has done much to create the
environment of growth, its role has often been exaggerated”.9 By contrast other
academics and journalists, writing in the late 1970s and 1980s, rejected neo-
classical explanations and built on Lockwood’s assessment to present Japan as a
new type of capitalism that involved a high degree of state intervention
characterized by steady economic growth and political stability.10 While some
observers tended to emphasize a leading role for the government, others outlined
what became known as the “network state”. Daniel Okimoto, for example,
argued that the ruling elite in Japan (encompassing senior managers, government
bureaucrats and politicians) had a common social background that ensured an
array of close, albeit informal, ties linking corporations to the ruling party and
the state. This was undergirded by more formal institutional arrangements that
provided sites for business and government representatives to interact regularly
and develop common policies and ideas regarding economic development.11 The
work of Okimoto and others was influenced by and interacted with the theory of
the developmental state that emerged in the 1980s. A key text in the emergence
of the theory of the developmental state was Chalmers Johnson’s 1982 study of
the role of Ministry of International Trade and Industry in Japanese economic
development between the 1920s and the 1970s.12

With the demise of the Soviet Union, vulgarized versions of the network state
and/or the developmental state, along with other approaches that emphasized the
close connection between government and business in Japan, were increasingly
deployed in a fashion that represented Japan as a mysterious and irrational threat
to US economic and even politico-military power.13 For example, Karel Van
Wolferen’s book, The Enigma of Japanese Power (first published 1989), makes
clear the way in which state-led industrialization and a tradition of technological
borrowing facilitated the rise of Japan; however, he also falls back on
orientalizing racial and cultural stereotypes. Van Wolferen represents the
Japanese as irrational and illogical, and the immobilism of the Japanese political
system is explained in reductionist cultural terms.14 The powerful images of
Japan as a threat to the US, and to the West more generally, which had gained
influence by the end of the 1980s, meshed with long standing but fluctuating
anxieties about both a non-specific “Yellow Peril” or a more specific Japanese
“threat”. The popular influence of this trend was reflected in the cinematic and
publishing success of Michael Crichton’s Rising Sun. In an afterword to the 1992
novel Crichton warned that: “sooner or later, the United States must come to
grips with the fact that Japan has become the leading industrial nation in the
world”. He argued that “the Japanese have invented a new kind of trade—
adversarial trade, trade like war, trade intended to wipe out the competition—
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which America has failed to understand for several decades”. In his view it was
time “for the United States to wake up, to see Japan clearly, and to act
realistically” because “the Japanese are not our saviours” but “our competitors”
and “we should not forget it”.15 This concern was taken even further in a novel
by Tom Clancy that described how a US—Japanese trade war escalated into a
real war in which a nuclear-armed Japan (with the support of the governments of
China and India) set out to cripple the US financially and militarily, at the same
time as it prepared to embark on the conquest of resource-rich Siberia.16 The
image of Japan (allied with India and China) as an undifferentiated oriental
threat to the US and the West—which in Clancy’s narrative also reincorporated
Russia—was made somewhat problematic by the way his book portrayed the
Japanese government as having been hijacked by a handful of powerful business
and military men who had not forgotten their defeat by the US in 1945. However,
in a 1994 interview, Clancy registered a more homogenous conception of the
Japanese threat arguing that “the Japanese think we are fools” and they “still
believe the master-race thing”. In his view the US “pounded that out of the
Germans, but not out of the Japanese” and “they still think they are the elected of
God or Buddha or whatever. They just think they are better than everyone
else.”17 Significantly, at the end of the 1990s, when, after a decade of economic
decline, it was increasingly difficult to view Japan as a rising economic
superpower, Clancy produced a novel that represented China not Japan as the
primary threat to the United States (with Russia again represented as a US
ally).18

“The Japan That Can Say No”

The racial/cultural reductionism of Crichton and Clancy in the early 1990s was
often reinforced more than it was challenged by those commentaries and studies
produced in Japan and East Asia that also deployed culture/race to explain
Japan’s post-1945 trajectory. But, despite Japan’s special position in the
transformation of Asia, and its growing influence in the region, Washington’s
continued role as the guarantor of Japanese security meant that most Japanese
political leaders and intellectuals remained relatively circumspect in the
international arena regarding the cause and significance of the resurgence of
Japan and the rise of East Asia more generally.19 Nevertheless, by the early
1990s, increasingly influential Japanese voices sought to speak for East Asia and/
or to counter the dominant economic and political liberalism of the US-led
globalization project. Representatives of the Japanese government increasingly
sought to challenge the neo-liberal ascendancy at the World Bank in the late
Cold War and early post-Cold War era. Meanwhile, important Japanese
politicians and bureaucrats also sought to defend the state-centered Japanese
model in more explicitly cultural if not racial terms. The most prominent
articulator of a highly racialized vision of the Japanese model in this period was
Ishihara Shintaro. A former member of the ruling Liberal Democratic Party
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(LDP), Ishihara stepped down from his seat in Parliament at the end of the 1990s
and was subsequently elected governor of Tokyo. He is best known outside of
Japan for his book, The Japan That Can Say No: Why Japan Will Be First
Among Equals, that came out in English in 1991.20 An earlier version, which was
co-authored with Morita Akio, the head of Sony, was published in Japanese in
1989 as No To leru Nihon. While an unauthorized English-language edition that
was financed by the US Department of Defence included Morita’s contribution,
he withdrew from the authorized North American edition.21 Ishihara’s
understanding of US-Japan relations, and international relations more generally,
clearly rested on racial categories. He characterized the US as a “Caucasian”
power and the friction between the US and Japan as grounded in the way in
which “racist attitudes are deeply entrenched in the Caucasian psyche” and “no
matter how much non-whites object, Westerners will not soon shed their
prejudices”. At the same time he attributed South Korea and Taiwan’s post-1945
success, and the economic failure of the Philippines, to their respective
colonizers, implying Japanese cultural/racial superiority. Apart from viewing
history as a struggle between races, Ishihara argued that Japan “must be part of
Asia’s future” because “as the Age of the Pacific dawns, the region will be even
more vital to Japan’s maturity than the United States” and Japan “must, when
matters of crucial national interest warrant, articulate our position and say no to
the United States”.22

Another figure that emerged as a relatively outspoken, but much more
moderate, advocate of the Japanese model in the 1990s was Sakakibara Eisuke. A
senior official in the Japanese finance ministry in this period, eventually rising to
the post of vice-minister of finance for international affairs, Sakakibara rejected
the more traditional and racialized forms of Japanese nationalism (such as one
associates with Ishihara) at the same time as he expressed a determination to
protect what he thought was distinctively Japanese from the depredations of the
West. Furthermore, in his book Beyond Capitalism (1993) he also represented
the Japanese model as being “of great educational value for future economic
development in areas such as Latin America, South-East Asia and Africa”. He
argued that Japan was a “non-capitalist market economy” insofar as companies
competed in the market; however, they did not privilege profit over everything
else and shareholders had virtually no power. From his perspective Japanese
companies put people before profits, keeping loyal employees on the payroll
even if there is an economic downturn, while the government worked to protect
industry even at the expense of wider questions of economic efficiency.
Sakakibara, who was also involved with a study group of Japanese politicians,
academics and business leaders, held the Japanese model up in sharp contrast to
the US model, and warned that if Japan went down the North American road the
result would be “a wider gap in income distribution, rampant money worship and
the vulgarization of culture”.23 In 1997, in the context of the onset of the Asian
crisis, Sakakibara insisted that there was “a Japanese style of restructuring” that
was “different from the Anglo-Saxon style”.24
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Meanwhile, the work of other Japanese politicians and academics
complemented the populist cultural perspective on Japan’s post-1945 success
provided by Sakakibara. For example, in his now-standard work on the economic
development of Japan, development economist Yoshihara Kunio emphasized
the important role of Confucianism, particularly its emphasis on loyalty and filial
piety, in explaining Japan’s rise. Yoshihara argued that Confucianism was
important in the Japanese case in the same way that Protestantism had, in his
view, catalysed the rise of the West. He also argued that the best way to hasten
economic development was through the intervention of the government or a
developmental state that educates the people and initiates a dynamic private
sector.25 This interpretation reflected the wider popular narrative on the
superiority of a Japanese and/or an Asian model based on a developmental state
that commanded obedience and loyalty from the population of the nation.
Yoshihara’s emphasis on the lessons of the Japanese experience and their
relevance for other nation-states in the region and beyond was reinforced, for
example, by public statements by the former Prime Minister of Japan, Nakasone
Yasuhiro, in 1995. Nakasone argued that post-1945 Japan was a new economic
development model that had been central to the rise of East Asia and it
represented “a profoundly important gift” to the rest of the world.26

The new Confucianism I: the Confucian ethic and the spirit
of Asian capitalism

By the 1980s, with the dramatic rise of South Korea, Taiwan, Hong Kong and
Singapore, the Confucian origins of Japan’s success also began to enjoy greater
emphasis. This trend was underpinned by conservative nostalgia for order and
hierarchy in the region and beyond. Writers such as Hung-chao Tai argued that
the “cultural setting” of Japan and the East Asian Newly Industrializing Countries
(NICs) gave rise to what he described as an “Oriental” economic development
model.27 Meanwhile, Michio Morishima’s influential book, Why Has Japan
Succeeded? Western Technology and the Japanese Ethos (1989) emphasized that
the key to Japan’s success was closely linked to the wider Confucian heritage of
East Asia.28 This kind of approach exemplified the work of a growing band of
academic observers, based inside and outside the region, which highlighted the
role of culture generally, and Confucianism, or what Herman Kahn described as
the “Confucian ethic”, more specifically, in industrialization and national
development.29 Ironically, at the turn of the century, Max Weber, along with
many others, had represented Confucianism as the key to China’s historic decline
and economic backwardness.30 After the Second World War, the communist
revolution in China and the rise of communism in Vietnam ensured that
Confucianism was deployed in some cases to explain the region’s susceptibility
to communism.31 By the 1980s, however, Confucianism was being held up as the
key to capitalist success. For example, Roy Hofheinz and Kent Calder attached
considerable importance to the Confucian legacy in relation to East Asian
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industrialization. They pointed to Lee Kuan Yew, former Prime Minister and
now Senior Minister of Singapore, as a “quintessential Confucian leader”, they
linked high saving rates and hard work, as well as the “docility” of the work
force, to Confucianism, arguing that the people of East Asia “tend to prefer
compromise rather than confrontation, and the work-place is an arena for
cooperation in the process of growth not for conflict over the spoils”.32

Undoubtedly one of the most well-known efforts to link Confucianism to the
capitalist transformation of Asia after 1945 is S. Gordon Redding’s The Spirit of
Chinese Capitalism (1990).33 Some earlier writers who emphasized the
importance of Confucianism, such as Herman Kahn who explained the
emergence of “neo-Confucian economies” in relation to wider changes in the
1970s, at least gestured towards the wider historical context. However, in
Redding’s study history is distinctly absent.34 Instead, he uses a selective reading
of Confucian (as well as Buddhist and Taoist) texts to construct a “cultural
heritage” for Chinese entrepreneurs and businesses that he sees as having
contributed “to their capacity to organize themselves so effectively” for business.35

The analysis provided by Redding reflects a widespread popular and
journalistic device via which contemporary attitudes and practices are collapsed
into Confucianism and other Asian cultural traditions. In this formulation, the
contemporary economic success of East Asia is explained without recourse to
history, but by turning instead to what the authors of the New Asian Emperors
(1998), for example, present as the shared “philosophical and cultural roots” of
the region.36 The idea that Confucianism and/or Asian culture more generally were
the key to the East Asian Miracle pervaded popular North American and Western
European visions of the region by the 1990s. For example, the journalist and
novelist Robert Elegant argued that “Neo-Confucian behaviour has produced the
world’s most dynamic nations: not only Taiwan, Korea, and, of course, Japan,
but also the city-states of Singapore and Hong Kong.” He went on to emphasize
that “[e]xcept for Japan and Korea, they are also predominantly Chinese by race”
at the same time as the “small overseas Chinese minority” spearheaded “the
economic development of Southeast Asian nations, largely because of the
Confucian work ethic”.37 Meanwhile, T.R. Reid produced a book-length study at
the end of the 1990s, which celebrated “East Asia’s social miracle”. Reid, an
Asia-based correspondent for The Washington Post, enthused that “Asians have
built modern industrial societies characterized by the safest streets, the best
schools and the most stable families in the world.” He concluded that “a sense of
civility and harmony that you can feel” had been “achieved…primarily by
holding to a set of ethical values—what they call Confucian values”.38 This
celebration of Confucian values generally, and the work ethic of Chinese
entrepreneurs more specifically, appears to have more to do with a conservative
nostalgia for family and hierarchy in North America and a romantic vision of the
way that hard work and entrepreneurial acumen (in a recapitulation of the
romanticized conception of the role of Protestantism in the rise of the West)
ostensibly provide the motor for capitalist transformation. The celebration and
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naturalization of neo-Confucian values and virtues has emerged out of the
conjuncture of the economic rise of East Asia and the nostalgic and romantic
response by outside observers. It has also flowed out of various efforts by elites
in the region to selectively draw on their cultural legacy to consolidate their
leadership in a time of dramatic change.

Promoting the New Asian Renaissance II

The new Confucianism II: Singapore

If it is possible to see the idea of the “New Asian Renaissance” as having been
formally launched then it was done by Noordin Sopiee, the convenor of the
Commission for a New Asia, who was also head of the Institute of Strategic Studies
in Kuala Lumpur and a member of the Board of Directors of the Central Bank
and the National Economic Action Council (NEAC) in Malaysia. Noordin
argued that “Towards a New Asia”, a document that was published in December
1993 by the Commission for a New Asia, was a veritable “manifesto for a new
Asian Renaissance”.39 Noordin’s grand vision reflected the fact that from the late
1980s until 1997 some of the most vocal proponents of the New Asian
Renaissance, were to be found in Southeast Asia, especially Malaysia and
Singapore, which, as already noted, were particularly central to the promotion of
Asian values and the New Asian Renaissance. This was partly a result of the fact
that English remains an important language in these former British colonies,
which meant that the views of politicians and intellectuals were more easily
projected to the international media. Furthermore, the multi-ethnic character of
these erstwhile colonies has meant that ruling elites have been attracted to
political strategies based on appeals to Asian unity, although strategies that
emphasized ethnic or religious differences have also been used. The new strength
of these elite voices celebrating a New Asian Renaissance and Asian values was
apparent in the lead-up to the Vienna Human Rights Conference held on June 14–
25 1993.40 Prior to the Conference a growing number of Asian leaders were
already expressing dissatisfaction with dominant international conceptions of
human rights, arguing in favor of particularly Asian notions of human rights. A
central criticism has been that ideas of human rights based on the individual are
Western and therefore irrelevant to Asia where individual rights are secondary to
the community and the wider society. This is a distinction that was often made in
this period by Singaporean leaders such as Lee Kuan Yew and Goh Chok Tong,
who succeeded Lee as Prime Minister in the early 1990s.41 While the explanation
for, and the lessons of, the rise of East Asia articulated by Lee Kuan Yew and the
Singaporean elite are often expansive and vague in both spatial and temporal
terms, they are grounded in Singapore’s particular historical circumstances. The
colonial division of labor and the highly racialized social formation that grew up
under British rule laid the foundations for race, ethnicity and religion to serve as
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key social markers in the postcolonial period.42 Since the early 1960s the
People’s Action Party (PAP), under Lee Kuan Yew, has built a strong state
aimed at a high level of political and social control, at the same time as it has
provided rising living standards and dramatic economic growth. As the
Singaporean state, under the PAP, embarked on an economic development
program, based after 1965 around export-oriented industrialization (EOI), it
developed and extended its institutional power and the PAP-state emerged as a
key element in the shaping of national identity and ethnic consciousness. In this
context the notion of Asian values was increasingly deployed by Lee Kuan
Yew and the Singaporean elite to legitimate and maintain the power of the PAP-
state and generate unity amongst a multi-ethnic population.43

The PAP pointed to the West with ever increasing frequency by the 1970s, as
the source of political unrest and social decay in the city-state. In his speech on
National Day in 1978, Lee Kuan Yew argued that Singapore had, in effect,
“already been infected” by the West and the “antidote” was the “strong assertion
of the Asian values common to all Singapore’s ethnic groups, stressing the
virtues of individual subordination to the community so as to counteract the
disruptive individualism of western liberalism”. In the 1980s the elite
increasingly represented Singapore as the embodiment of the communitarian,
organic, and corporatist social order that was believed to have underpinned the
political stability and economic development of the other Asian NICs and Japan.
Clearly demonstrating the complementary relationship between cultural/racial
explanations for the rise of East Asia provided by Anglo-American discourses
and East Asian narratives, Lee Kuan Yew and Goh Chok Tong both referred in
this period to a book edited by George Lodge and Ezra Vogel, entitled Ideology
and National Competitiveness (1987), in which a neo-Confucian developmental
state was held out as the key to the rise of East Asia.44 There were also a number
of high profile conferences in Singapore, including one in September 1987 co-
sponsored by the China-based China Foundation of Confucius and the Institute
of East Asian Philosophies at the National University of Singapore, on the
relationship between Confucianism and industrialization. Key participants in
these events included William Theodore de Bary of Columbia University and the
Harvardbased specialist on Confucianism, Tu Wei-ming.45 Scholars such as de
Bary and Tu did not necessarily support the Singaporean government’s efforts (or
those of other governments in the region, such as China) to legitimate
authoritarian political arrangements.46 However, their emphasis on the value and
importance of neo-Confucian ideas in education complemented the Singapore
government’s concerted promotion of Confucian values and the Mandarin
language via the school curriculum and advertising campaigns by the 1980s.
Chineseness was represented as a way of life that rested on Confucianism and
Mandarin, and the government emphasized the values of obedience to authority,
discipline and community. From this perspective Confucianism was not linked
particularly with China, but to East Asia more generally. This made it possible to
represent Confucianism as a key element in a wider Asian Renaissance. In late
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1988 Goh Chok Tong proposed that the “Asian values common to” all of the
ethnic groups of Singapore should be “specified in a National Ideology” which
would “help Singaporeans keep their Asian bearings as they approach the 21st
century”.47

With the end of the Cold War the Singaporean elite gained a higher regional
and international profile for its continued emphasis on Confucianism and Asian
values. In the early post-Cold War era, Asian values and related formulations
were repeatedly deployed to generate unity amongst different ethnic groupings
and loyalty to the state in Singapore. Ideas about the necessity of putting the
community before the individual, and fixed cultural/racial conceptions of Asia
is-à- is the West, were key aspects of the dominant narrative on

Singaporean identity and Asian values in this period. For example, Lee Kuan
Yew emphasized, on more than one occasion, that the key to Singapore’s success
lay in the way they “used the family to push economic growth”. From his
perspective, Singapore was “fortunate” because it “had this cultural backdrop,
the belief in thrift, hard work, filial piety and loyalty in the extended family, and
most of all, the respect for scholarship and learning”. At the same time his
explanation for Singapore’s continuing success was very quickly extrapolated to
Asia as a whole: he emphasized that “Eastern societies believe that the
individual exists in the context of his family”.48 The Singaporean leader also
linked this to Confucianism, arguing that a “Confucianist view of order between
subject and ruler” actually facilitates “the rapid transformation of society”
because “you fit yourself into society—the exact opposite of the American rights
of the individual”.49 Elsewhere Lee emphasized that central to the Asian values
on which Singapore’s success rested was the importance of discipline rather than
democracy. In his view “democracy” led to “indiscipline and disorderly conduct”
as this was “inimical to development”.50

In 1994 the Chinese government appointed Lee Kuan Yew honorary chairman
of the the newly established International Confucius Association (ICA), by
which time in many parts of Asia the West was being represented as caught up in
a process of “massive social decay”.51 However, with the onset of the Asian
crisis (1997–1998), if not somewhat before, the emphasis being placed on Asian
values by Lee Kuan Yew and the PAP subsided. Between the 1960s and the
1990s Singaporeans experienced a process of state-guided national development
that courted foreign investment and enthusiastically supported free trade, while
seeking to mobilize the population around a national identity and a political
system with authoritarian characteristics and increasingly grounded in ostensibly
Asian values. However, in the wake of the financial crisis, the PAP dramatically
accelerated the process of economic liberalization and de-regulation, while
increasingly urging Singaporeans to be more “creative” and in effect to discard
some of the key Asian values that had been encouraged for a generation. The
Singapore government’s efforts to find a new direction in the post-Asian crisis
era, via reinventing the city-state as an ever more globalized polity, is at odds
with the “disciplinary modalities” and strident Asian cultural nationalism that
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had increasingly grounded Singapore’s state-mediated national trajectory from
1965 to 1997.52

“The Asia That Can Say No”: Malaysia

East Asian triumphalism of the late Cold War and early post-Cold War era, as
the above discussion has suggested, was clearly not monolithic, and what
constituted Asian values were contested from within and between elite groupings
(and from below). For example, the Prime Minister of Malaysia, Mahathir
Mohamad’s reading of the rise of East Asia and his vision of the future was often
at odds with the more Confucian orientation centered on Singapore. Of course,
his vision was even more of a challenge to the visions of regional integration
centered on the Asia-Pacific Economic Cooperation forum (APEC). At the end
of 1990 Mahathir sought to explicitly counter the APEC initiative with a proposal
that Japan and other East Asian nation-states form an East Asian Economic
Group (EAEG) which would exclude the US, Canada, Australia and New
Zealand, as well as countries such as Mexico and Chile which are all members of
APEC. The EAEG did not come into being, but Mahathir succeeded in having an
East Asian Economic Caucus (EAEG) formed that operates within APEC.
Mahathir’s vision of an exclusive Asia in this period was linked to both domestic
political contingencies and regional trends, and rested on fixed racial categories
that flowed from the highly racialized politics of both the colonial and
postcolonial eras. The importance of fixed cultural/racial categories to his vision
of national development was foreshadowed in his early political testament. The
Malay Dilemma, which Mahathir authored in the late 1960s—while he was
cooling his heels in the political background following his expulsion from the
United Malays National Organization (UMNO) for publicly criticizing the
leadership of Tunku Abdul Rahman—is replete with theories of genetic
inbreeding and the use of reductionist cultural/racial explanations for the
subordinate educational and employment position of Malays in the country at that
time.53 From the moment he became Prime Minister, if not before, Mahathir has
articulated an anti-Western position that was grounded in an explicitly racial
conception of national and international power relations. In this context Mahathir
has increasingly positioned himself as the voice, not just of Malaysia, but also of
Asia (and even the Third World).54 Mahathir’s approach came at a time when the
memories of the colonial era were still relatively fresh, while the role of Britain
and the US during the Cold War era was littered with arrogant and racist
incidents. Against this backdrop the leader of a political party that had held
power in Malaysia without interruption for over thirty years (and who had
personally been Prime Minister for over a decade by the early 1990s) was able to
successfully represent himself as a revolutionary nationalist fighting against
Western imperialism and racism. At the same time, his growing Pan-Asianism,
centered on Japan, rested on explicitly racialized conceptions of Asia and Asians
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that reinforced and meshed with wider cultural/racial explanations for the rise of
East Asia.

These increasingly powerful narratives on Pan-Asianism and the New Asian
Renaissance that emerged in the 1980s and 1990s ultimately have to be
understood in terms of the dynamics and imperatives of particular national
trajectories in the context of the changing regional and global political economy.
For example, Mahathir’s effort to encourage a regional economic bloc, the East
Asian Economic Caucus (EAEC), centered on Japan, was clearly grounded in the
exigencies of Malaysian industrialization, a process in which the Japanese state
and Japanese capital increasingly played a key role. At the end of 1980, while
still Malaysia’s Minister of Trade and Industry, Mahathir laid down what became
known as Malaysia’s “Look East” policy that dramatically re-oriented
Malaysia’s political economy towards using state-run enterprises to spearhead
the diversification of the country’s domestic industrial base by embarking on a
range of import-substitution and capital-intensive industries which would
complement private sector consumer and capital goods industries. Mahathir’s
shift made explicit reference to Japan and South Korea as models for Malaysia.55

From the second half of the 1980s there was a significant increase in Japanese
and East Asian investment flows into Malaysia, as well as Indonesia and
Thailand, driven by the improved investment climate in Southeast Asia and a
range of push factors linked to the rising cost of production in Northeast Asia
and the wider financial and economic changes wrought by the rise of the US-led
globalization project. In this period Mahathir presided over a major privatization
process. Thirty-seven privatization projects were completed between 1983 and
1990. Significantly, although foreign investors, especially Japanese corporations,
played a role, the privatization process worked to consolidate UMNO’s power,
as most of the major privatization projects involved the sale and transfer of
public companies to individuals and companies closely connected to the ruling
party.56 Meanwhile, it was probably the decline of the value of the dollar in
relation to the yen in particular, as a result of the Plaza Accord of 1985, which
resulted in the dramatic increase in Japanese corporate investment southward.
Before 1985 Japanese foreign direct investment (FDI) to the member countries
of the Association of Southeast Asian Nations (ASEAN) totalled around US$900
million a year. By 1989 the figure was US$6.4 billion and a total of US$15
billion between 1988 and 1991.57

The end of the Cold War and renewed pressure for liberalization provided the
context for a reorientation in Mahathir’s national and regional visions of
progress. A key aspect of Mahathir’s developmental narrative in the 1990s was his
promulgation and subsequent elaboration of Vision 2020. First announced in
February 1991, Vision 2020 mapped out the Malaysian government’s intention
to engage in a large-scale process of national development and wealth creation.
It sought to mobilize Malaysian citizens behind his government, garnering support
and legitimacy through a powerful populist and nationalist vision of collective
prosperity to be achieved by 2020. The goals of Vision 2020 were implemented
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via the Sixth Malaysia Plan (1991–1995). It was also facilitated in 1991 by the New
Development Policy (NDP), an updating of the New Economic Policy (NEP),
that had been implemented at the beginning of the 1970s to give preferential
treatment to Bumiputeras (Malays and other people “indigenous” to Malaysia) in
an effort to improve their overall social and economic position is-à- is the
Chinese population of Malaysia. The Second Outline Perspective Plan (OPP2–
1991–2000) was also aimed at implementing Vision 2020. The policy emphasis
was on setting industrial targets, improving education and training, developing
science and technology and maintaining strong links between the public and
private sectors towards the overall goal of an annual economic growth rate of 7
percent. More broadly Vision 2020 sought to mobilize people around a collective
national project holding out the promise of future reward. So powerful was the
Vision 2020 concept that even the 1997–1998 financial crisis could not completely
undermine its appeal and its long-term promise of prosperity. Vision 2020 also
intersected with Mahathir’s earlier exhortations to “Look East” and his emphasis
on a regional economic grouping with shared Asian values in the 1990s.58

Mahathir’s commitment to an exclusive Asian regional group was reflected in
the fact that he declined to attend the APEC summit in Seattle in late 1993.59 While
he did attend the annual APEC conference in Bogor, Indonesia in mid-November
1994, he spent some time prior to the conference in Japan seeking to convert the
Japanese to his East Asian Economic Caucus (EAEC) as an alternative to APEC.
He also attended the November 1995 APEC meeting in Osaka, Japan, but like
many other leaders, after the now ritual commitment to free trade within the
region by 2010 for developed countries and 2020 for developing countries had
been made, he was quick to qualify his government’s support for this goal.
Meanwhile, in 1994, prior to his visit to Japan he told the visiting Japanese Prime
Minister that Japan ought to stop apologizing for its role in the Second World
War and get on with business. This gesture was not sufficient to endear
Mahathir’s plan to the Japanese government, although undeterred Mahathir
continued to try and sell his message on Japanese television and in the print
media. His biography appeared in Japanese in 1994 and he also reached out to
conservative forces in Japan by co-authoring a book in Japanese with Ishihara
Shintaro, which also first appeared in 1994. The Japanese title is generally
translated as “The Asia That Can Say No: A Policy to Combat Europe and
America”; however, the English language version, which was published in 1995,
was more diplomatically, but far less modestly, entitled The Voice of Asia: Two
Leaders Discuss the Coming Century, although the actual content appears to be
as unrestrained as the earlier Japanese edition.60 In his section of the book
Mahathir emphasized that the region and the world was at a turning point. He
argued that: “it is possible for Asia to create a cultural region of unmatched
historical greatness. What is important is that we consciously strive to maintain
our value systems. If we do so, we will never come under European domination
again”.61 Mahathir warned that: “the West would do well to learn from the
success of East Asia and to some extent ‘Easternize’. It should accept our values
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not the other way around”. From his perspective, “Asians” permitted themselves
“to be overtaken by the West” failing “to maintain and develop the
achievements” of their “forebears”. He concluded that Asia was “awakening to a
new era, and there is no reason we cannot regain our former glory. If we preserve
our distinctive values and cultures as we master modern technology, I am
convinced Asia will again be great”.62

Meanwhile, Ishihara’s section of the book reinforced Mahathir’s message,
emphasizing that “Asia has a diverse and old civilisation and culture in contrast
to a much shorter one in the United States” and that “it may be necessary” for
governments in Asia to form “an anti-American Asian front on the issue of
values”.63 Ishihara argued that the Japanese government should identify itself
more with Asia and speak up more for the region even if that involved conflict with
the US and Western Europe. He rested this on the argument that “Japan is an
Asian country of Asian people with Asian blood” and “it ought to realize that it
exists for Asia rather than for America”.64 Mahathir and Ishihara’s views enjoyed
wide, although not necessarily deep, appeal amongst the general population in
Japan in this period. The latter’s successful election as governor of Tokyo at the
end of the 1990s suggests his views are not a political liability. The “Asia-first”
approach emphasized by Mahathir and Ishihara certainly meshed with the views
of other members of the Japanese elite. Japan’s Ministry of International Trade
and Industry (MITI), a ministry that used to be central to Japan’s economic
development, but that has seen its influence decline steadily, had plans in the
early 1990s to boost its profile in the region and establish a new position of
director-general for Asian affairs, while the Tokyo-based Asia-Pacific Club
entertained the idea of an Asia-centered policy as articulated by Mahathir. This
emphasis was also popular in this period at the Asia Bureau of the foreign
ministry. But other sections of the Japanese bureaucracy were more ambivalent
and members of the Japanese elite continued to be aware that the US provides
the military basis for Japan’s economic power at the same time as Japanese-
based industry and finance have important interests in North America and
Western Europe, well outside the boundaries of Mahathir’s proposed EAEC.65

Furthermore, Mahathir’s enthusiasm for an East Asian Economic Group led by
Japan has little appeal in South Korea or China (as well as a number of other
countries in the region) where attitudes towards Japan are far more ambivalent.66

In the 1990s Mahathir’s call for an exclusive regional grouping grounded in a
purportedly shared Asian cultural/racial heritage was increasingly challenged by
commentators inside and outside the region in favor of what they described as a
new East-West synthesis. For example, in 1996 Mahathir’s own Deputy Prime
Minister, Anwar Ibrahim, foreshadowing the rift with Mahathir that would lead
to Anwar’s incarceration in 1998, argued for a “Symbiosis Between East and
West”. Anwar suggested that the “renewed self-esteem” in Asia and the growing
international awareness that Asia was “a force to be reckoned with” ought to
“lead to greater interdependence and genuine mutual consultation in the years to
come”.67 Mahathir himself remained less conciliatory in the lead up to, and in the
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aftermath of, the financial crisis. In A New Deal for Asia, published in 1999,
Mahathir represented the IMF-led response to the Asian crisis as part of an effort
by the West to ensure that Asia remained subordinate. He said that the crisis of
1997–1998 provided an “opportunity” for the West to “force open” Asian
economies and “allow domination by more powerful nations”.68 With the onset of
the crisis in 1997, Mahathir had denounced international currency speculators,
such as George Soros, as “racists” who sought to destroy the Malaysian
economy. Initialling establishing a rescue fund, he moved to prop up some of the
more important Malaysian corporations, while rejecting an IMF bailout package
and the advice that went with it. Mahathir’s unwillingness to respond to the crisis
in the same way as the governments of Thailand, South Korea and Indonesia
drew widespread condemnation from the international media. In this context,
Anwar emerged as a conciliator of foreign and domestic interests. With
Mahathir’s apparent approval Anwar presided over a series of budgetary reforms
and confidence-building measures in late 1997 and early 1998 that mollified key
business interests, as well as the IMF and the US, while avoiding direct IMF
intervention. In January 1998, Anwar observed that the “great lesson” that had
been learned from the crisis was the need for “greater transparency, greater
accountability and for greater democracy”. By mid-1998, the Malaysian
economy was continuing to decline. The increasing differences over how to deal
with the financial crisis, as part of a wider split within UMNO, prompted
Mahathir to get rid of his deputy and main rival. This led to Anwar’s arrest in the
second half of 1998 and his eventual trial and conviction for corruption and
sodomy.69

It was this turn of events in Malaysia that prompted the famous excoriation of
Mahathir’s handling of the economic crisis and the lack of democracy in
Malaysia by US Vice-President Al Gore in a speech to the annual APEC meeting,
which, significantly, was hosted by Mahathir and held in Kuala Lumpur in mid-
November 1998. Gore sought to make a direct connection between liberal
economics, democratic politics, and the successful management of the crisis. In
his speech, the Vice-President pursued the argument that liberal democracies are
better able to solve economic crises. Gore asserted that: “from Thailand to South
Korea, Eastern Europe to Mexico, democracies have done better in coping with
economic crises than nations where freedom is suppressed”.70 Of course, by the
very end of the 1990s, Malaysia, and most other NICs (Indonesia excepted), had
undergone a partial economic recovery, while Mahathir’s resort to a more
authoritarian form of rule had resolved the country’s political crisis in the short
term.71 Meanwhile, the new “war on terrorism” has strengthened Mahathir’s
ability to contain his opponents at the same time as his relationship with the US
has also improved. Mahathir quickly moved to align his government with the
war on terrorism after September 11, arresting suspected terrorists under the
Internal Security Act and garnering praise from Washington.72 At the same time,
often using more moderate language, Mahathir has continued to emphasize that
“with the global economy in trouble, Asian countries should intensify their
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regional cooperation in trade and finance, including such initiatives as an East
Asian Economic Grouping and a regional monetary fund”.73 In post-crisis Asia,
Mahathir’s conception of Asian regionalism has gained renewed purchase in the
form of organizations such as ASEAN+3.74 Significantly, and this is something
that will be discussed at greater length in the conclusion, the widely felt sense of
resentment about the way the Asian financial crisis and its aftermath unfolded,
particularly the central role of the US and the IMF in that process, has been a key
factor in regional mobilization and the basis for various regionally oriented
policy initiatives by East Asian elites.75

The new Confucianism III: China

In economic and geopolitical terms and in less-quantifiable cultural terms, China
is central to the incipient post-crisis regionalism in Asia. In the 1980s, China (or
Greater China) was increasingly perceived as another East Asian success story
and by the 1990s it was being represented as a “new superpower”.76 In the early
1990s the Chinese Economic Area (CEA), which encompassed Hong
Kong, Taiwan and China, accounted for a share of world trade that was exceeded
only by the national output of five of the major economic powers, the United
States, Germany, Japan, France and Great Britain.77 These trends have, of course,
also been closely connected to the growing perception that China represents a
longterm threat to US hegemony in the region and beyond. Despite China’s
dramatic economic growth in the 1980s and 1990s (a growth that was far less
affected by the Asian crisis than other parts of the region), the delivery of
material benefits (which was a highly uneven process) did not provide sufficient
legitimacy for the aging leadership at the top of the Chinese Communist Party
(CCP). The rise of neo-Confucianism (ruxue fuxing) in China, in the second half
of the 1980s, represented a more or less explicit attempt by the Chinese
Communist Party to find an alternative ideological vision in the context of the
fading fortunes of Marxism in China and beyond. The rehabilitation of
Confucius is seen to have begun with a Symposium on Confucianism at
Shandong University in 1978, the same year that Deng’s reformist agenda was
launched. At the outset it appeared as if the Confucian revival was primarily an
academic reassessment carried out under the watchful eye of the CCP. However,
by the late 1980s, in the context of the growing regional and international
discovery of Confucianism as a key to the rise of East Asia, neo-Confucianism
took on new significance as a legitimating narrative in China. In the waning
years of the Cold War, Chinese intellectuals and government officials embarked
on an enthusiastic attempt to revive Confucianism in an effort to conflate a
hierarchical social structure centered on the emperor with the contemporary
political system centered on the CCP. In October 1986 a government-sponsored
national meeting spent a week discussing the official promotion of philosophy
and the social sciences that launched a national initiative on the study of
“Modern Neo-Confucian Thought”. As mentioned previously, in September
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1987 the China Foundation of Confucius was joint sponsor, with the Institute of
East Asian Philosophies in Singapore, of an international conference in the
citystate at which Confucianism was explicitly portrayed as a key component in
the economic success of many of the nation-states of East Asia. This was
followed by another major international conference in Beijing in October 1989
that coincided with the 2,540th anniversary of Confucius’s birth.78

By the 1990s, China was the site of an array of neo-nationalist efforts that
drew directly or indirectly on the Confucian legacy and wider ideas about a New
Asian Renaissance.79 In October 1994, as already mentioned, the Chinese
government held the inaugural meeting of the International Confucius
Association (ICA), attended by scholars and political leaders from the US,
Western Europe, and East and Southeast Asia. In an opening speech, Gu Mu, a
one-time high-ranking party and government official, and now head of the ICA,
argued that while China had benefited from Confucianism, it was also possible
for the West to benefit. This was dutifully followed by an article in The People’s
Daily emphasizing that Confucianism had played an important role in the
modernization of East Asia, and that it represented a solution to Western
problems “because it is a non-religious humanism that can provide a basis for
morals and the value of life”. The article concluded that a culture based on
Confucianism and science “better suits the future era” and “it will thrive
particularly well in the next century and will replace modern and contemporary
Western culture”.80 In the second half of the 1990s, the official government
version of this modernized form of Confucianism was increasingly absorbed by
the concept of “Socialist spiritual civilization”, which was formally promulgated
by then-President Jiang Zemin. An explicit response to the CCP’s crisis of
legitimacy, “Socialist spiritual civilization” had initially been outlined under
Deng. However, the plan to formally promote “Socialist spiritual civilization”
emerged from an October 1996 meeting of the CCP’s Central Committee. It
emphasized the importance of centralized power, Confucian deference to those in
authority, and market-based competition but also of avoiding the excesses of
Western capitalism. By the time the Asian crisis was sweeping the region, the
Chinese leadership had embarked on an effort to link neo-Confucianism to a
wider nationalist mobilization around a concern with the future of Taiwan, the role
of Japan and of the United States in post-Cold War Asia.81 Meanwhile, against
the backdrop of confrontation with the US over Taiwan early in 1996, there was
an apparent upsurge in highly nationalistic publications and rhetoric in China.
Well-known publications, such as China Can Say No, attacked the US as a
decadent imperial power that sought to undermine a rising China.82 While not
necessarily officially sanctioned, these virulently nationalistic interpretations of
US—China relations enjoyed some tacit support from within the upper echelons
of the CCP. In a broader sense these nationalistic soundings complemented the
government’s effort in the economic sphere to continue to try and pursue a
developmental path that still emphasized economic nationalism and owed a great
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deal to the model of the developmental state pioneered by the governments of
Japan and South Korea in the Cold War era.83

At the same time, the increased integration with, and dependence on,
transnational economic interests is also fundamentally reconfiguring and
constraining the Chinese leadership’s ability to follow a path charted in an earlier
era by Japan and South Korea. A key manifestation of this process is China’s
accession to the World Trade Organization (WTO). The WTO exemplifies the
sort of decentered hegemony of liberal economic ideas and practices that is
central to the expansion and consolidation of global capitalism. The Chinese
government is clearly seeking to finesse some of the required reforms. However,
the long-term significance of embracing the new regulatory regime is becoming
increasingly clear. Organizations such as the WTO reflect the concerted effort to
construct a legally enshrined order that provides the longterm political
foundation for the interests of capital on a global scale. As emphasized in
chapter 4, US—Chinese relations in post-Cold War Asia are simply the latest
round in an ongoing cycle of Great Power confrontations. In fact, the
transformation that is occurring in China and the dynamics of US—China
relations are part and parcel of the major structural changes in the organization
of China’s economy including the growing role of transnational corporations and
the increasing influence of transnational institutions like the WTO, and the
gradual and very uneven adoption of a new, globally oriented ideological, legal
and institutional framework centered on the US-led globalization project. As
already suggested in chapter 4, contemporary China is characterized by a crisis
of state-mediated national development that not only involves national
reorientation, but also encompasses an incipient crisis of the Chinese nation-state
itself. As will be discussed in more detail in chapter 9, the Chinese trajectory
reflects both the historical specificity of nation-state formation and the wider
problems of the nation-state, even large nation-states, in the early twenty-first
century. This is the context for the deployment of neo-Confucianism and neo-
nationalism as the Chinese Communist Party attempts to retain a monopoly on
political power in the shadow of political, social, environmental and economic
crises grounded in rapid and uneven capitalist development.

Conclusion: the vicissitudes of the New Asian Renaissance

By the end of the Cold War a growing number of observers had begun to explain
the rise of East Asia primarily in terms of Confucianism or other perceived
cultural/racial characteristics. Explicitly racial discourses that regarded the rise
of East Asia, especially Japan (and now China), as a threat to the West also
emerged. In the late 1980s and early 1990s these representations of the New
Asian Renaissance were both challenged and complemented by a variety of Pan-
Asian narratives generated from within the region that located the capitalist
success of East Asia in cultural/racial attributes said to be characteristic of, and
even unique to, Asia. This chapter has outlined the way in which the promotion
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of a New Asian Renaissance is best explained in terms of its relationship to
particular statemediated national development projects in the context of the
wider transformation of Asia and the changing global order. The continued,
albeit shifting, importance of fixed notions of culture/race in this process has also
been highlighted. Ultimately these cultural/racial explanations tell us more about
the national and geo-political contexts in which their writers were operating than
they do about the processes they were ostensibly seeking to explain. More
broadly, while the Asian financial crisis initially weakened the cultural and racial
explanations for Asian success that had complemented influential Pan-Asian
visions of the region’s future, the growing irrelevance of APEC, the increasing
economic importance of China, the IMF’s handling of the Asian financial crisis
and the emergence of ASEAN+3, have all provided the basis for revised forms
of Pan-Asianism, an issue that will be taken up in the conclusion of this book.
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7
The rise and decline of the developmental

state

Theories of the developmental state, which emphasized and elaborated the central
role of state-directed industrial policy in successful national development,
increasingly emerged to challenge the neo-liberal ascendancy in the late Cold
War and early post-Cold War era. Like the emergent cultural explanations for the
rise of East Asia, theories of the developmental state were closely connected to
the wider battle for the East Asian Miracle. The emergence of a distinctive
Anglo-American tradition of developmental state theory was also linked to the
broader effort in various branches of the social sciences in North America to
“bring the state back in”. This chapter examines the rise and decline of theories of
the developmental state in relation to the wider development debate and the
changing global order. It is emphasized that most theories of the developmental
state implicitly, if not explicitly, legitimated authoritarianism. This is a
characteristic shared with many of the more culturally oriented approaches to
capitalist transformation in East Asia and with the neo-liberalism that
developmental state theorists sought to challenge. In fact, this chapter
emphasizes that while developmental state theorists challenged neo-liberalism,
they also shared many of the key assumptions on which neo-liberalism rested.
Like neo-liberalism, theories of the developmental state routinized the nation-
state and the nation-state system and produced explanations for the East Asian
Miracle that were ahistorical and technocratic. While originating in part in
important historically grounded studies of capitalist transformation, theories of
the developmental state as they rose to prominence in the 1980s and 1990s have
been increasingly domesticated to the dominant neo-liberal development
discourse and are characterized by a failure to understand the wider historical
significance of the universalization of the nation-state system, the capitalist
transformation of East Asia and the emergence of the US-led globalization
project.



The rise of the developmental state

Bringing the state back in I: “The Japanese Miracle”

The origins of the idea of the developmental state are complex.1 Some
commentators trace the idea of the developmental state to the work of
Friedrich List.2 For other observers, the Japanese economist, Akamatsu Kaname,
who was the originator of the “flying geese” theory of development in the 1930s,
at a time when List’s work was in the ascendant in Japan, provides a more recent
point of origin for the idea of the developmental state in Asia.3 In fact, as
suggested in chapter 1, moderate and radical ideas in Japanese economic thought
(which interacted with intellectual currents in Western Europe and North
America) prior to 1945 provided an important setting for the emergence and
codification of ideas about state-guided national development.4 In earlier
chapters, meanwhile, I have emphasized the importance of development
economics as a precursor to the theory of the developmental state. The
appearance of theories of the developmental state in the 1980s was also
connected to the wider changes in political science and the social sciences,
associated with the relative decline of political development theory and the
revision of modernization theory (against the backdrop of the growing academic
significance of dependency and world-system theory and Marxism) in the 1970s.
As we have seen in chapter 3, modernization theory generally, and political
development theory more specifically, were profoundly shaped in the 1950s and
1960s by the Social Science Research Council’s (SSRC) Committee on
Comparative Politics. In the context of the Cold War, the Committee played an
important role in the establishment of the acceptable parameters of the
professional study of politics and development and promulgated an alternative to
Marxism that rested on an evolutionary, elite-oriented and unilinear conception of
political and economic change grounded in a romanticized understanding of the
history of the United States.5 In particular, the Committee on Comparative
Politics sought to effectively marginalize the conceptual use of the state in the
post-war period.6 Ironically, as we have also seen, the Committee on
Comparative Politics played a role in “bringing the state back in” when it asked
Charles Tilly to carry out a project that eventually resulted in the publication of
The Formation of National States in Western Europe in 1975.7 By assigning
considerable importance to the role of violence in state formation and nation
building, and by challenging the universalizing and ahistorical approach that was
a key characteristic of political development theory, Tilly’s book reinforced the
process of theoretical and political diversification that was underway amongst
political development theorists and in the social sciences more generally. In fact
the Committee on Comparative Politics ceased operation in 1972. Tilly’s book
encapsulated the growing interest on the part of a number of North American social
scientists in state-centered approaches to political, social and economic change.8

This interest in the state was formalized with the formation of the SSRC’s
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Committee on States and Social Structures in 1983, the body that sponsored the
influential 1985 edited volume on “bringing the state back in” which included
contributions by important proponents of the developmental state.9

At the same time, post-1945 Japan remains the crucial starting point for any
effort to trace the medium-and short-term origins of the idea of the
developmental state. As we have seen, up to the 1970s explanations for the
economic resurgence of Japan generally centered on the idea that state
intervention or close interaction between business and government had been
crucial to the “Japanese Miracle”.10 By the time neo-liberalism rose to
prominence at the end of 1970s there was far more contestation about the sources
of Japan’s success as influential commentators questioned the state-intervention
or state-guided interpretation of Japanese success in the context of efforts to
pressure Tokyo to adopt more liberal economic policies.11 Into the 1980s,
meanwhile, a growing number of academics conducted detailed studies that
pointed to the complex, but clearly illiberal character of Japan’s economic
dynamism.12 The resurgence of Japan, and the rise of East Asia more generally
also fuelled the elaboration in the 1980s of a distinctive group of theories that
characterized Japan and the NICs of Asia as developmental states. These
commentators usually emphasized that South Korea and Japan in particular, and
Taiwan and the other NICs in a more general fashion, were economically
successful because they pursued comprehensive national industrial strategies
based on direct state support for large corporations using high debt-equity ratios
in an effort to gain competitive advantage in overseas markets. More broadly, a
developmental state was increasingly defined as a state that derived its primary
legitimacy from its effectiveness at promoting and sustaining high rates of
economic growth via the restructuring of national production arrangements and
its strategic engagement with the changing world economy.13

Chalmers Johnson’s MITI and the Japanese Miracle (1982) is now widely
regarded as the central text in the promotion of the developmental state approach
to East Asian industrialization.14 Johnson, who co-founded the Japan Policy
Research Institute (JPRI) in 1994, served with the US Navy in the Pacific during
the latter stages of the Korean War and then went on to study and then teach
political science at the University of California (Berkeley) from the 1950s to the
late 1980s. The central concern and argument of Johnson’s foundational text is
now well known. Writing retrospectively, Johnson himself has emphasized that
he was primarily concerned to promote the notion of a “capitalist developmental
state” as a way of moving beyond the distinction between the US and the Soviet
economic models that had become central to the development debate during the
Cold War. Researched and written in the 1970s, his book eventually appeared in
1982. The “essence” of his argument was that “credit” for the economic miracle
in post-1945 Japan “should go primarily to the conscious and consistent
governmental policies” that went back to the 1920s. In terms of the wider notion
of a developmental state, which is drawn primarily from the final chapter of
MITI and the Japanese Miracle, there is some irony in the fact that those parts of
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his 1982 book that have attracted the most attention over the years were included
at the explicit direction of his publisher. Johnson himself was wary of drawing
lessons from the Japanese trajectory (particularly the pre-1945 period). He was
especially concerned that such an exercise could, in his words, lead to the
conclusion “that fascism may be good for a nation”. This concern was conveyed
to his publisher in a letter in which he jokingly suggested that the final chapter of
the book might be called “From the Wonderful Folks Who Brought You Pearl
Harbour”.15 Given the direction in which the literature on the
developmental state subsequently went, Johnson’s concern about promoting the
developmental state in a way that legitimated authoritarianism and militarism
was, as we shall see, well founded.

By the end of the 1980s and the early 1990s, a number of approaches to
capitalist development in East Asia, which emphasized the role of a
developmental state in the process of national development and were inspired
directly or indirectly by Johnson’s work, had emerged and gained some
influence. This revisionist Anglo-American work became increasingly policy-
oriented in an effort to challenge the dominant neo-liberal approach to capitalist
development.16 This literature emerged as an important element in the wider
struggle between the Japanese (state-centered) model and the US (market-
oriented) model of capitalist development.17 It also overlapped with the struggle
at the World Bank, between the Japanese government on the one hand and
supporters of neo-liberalism on the other. This period saw a growing interest on
the part of proponents of the developmental state in identifying strong states
(usually defined as states that had a high degree of coercive capability, relative
independence or autonomy from certain classes or sectors of society and were
capable of intervening to restructure society or direct the market) and extracting
lessons from their developmental achievements. In the context of the neo-liberal
ascendancy, developmental state theorists not only criticized free-market
interpretations of the rise of East Asia, they often also emphasized that state
intervention and protectionist policies had historically played far more of a role
in the industrialization of Britain and the US than the idealized image of the rise
of the West would suggest. For a number of writers their primary concern with
studying the developmental states of East Asia generally, and Japan specifically,
was the lessons that could be gleaned to improve US economic productivity and
competitiveness. For example, in In the Shadow of the Rising Sun: The Political
Roots of American Economic Decline (1991), William S.Dietrich, a steel
executive with a PhD in Political Science from the University of Pittsburgh,
lamented the “anti-statist tradition” in the United States. For Dietrich, the “only
way” the US could “counter the Japanese challenge and regain world economic
leadership” was “through the comprehensive use of industrial policy”. He called
for “fundamental institutional change” that would lead to the creation of “a
strong central state and a top professional bureaucracy” in the United States.18

Meanwhile, as we have seen in chapter 6, vulgarized versions of the idea of
the developmental state were also beginning to have some purchase on the
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popular debate about East Asian dynamism. An influential study that emphasized
the important role of the state in capitalist development in Asia and beyond in
this period was James Fallows’s Looking at the Sun: The Rise of the New East
Asian Economic and Political System (1994). Fallows, a US journalist, argued
that: “in Anglo-American theory the state gets in the way of the economy’s
growth and the people’s happiness”, but “[i]n the Asian model it is an
indispensable tool toward those ends”.19 His book was criticized for its cultural/
racial reductionism. Fallows’s analysis certainly meshed with and reinforced the
fixed conceptions of culture/race that underpinned the popular cultural
explanations for the rise of East Asia inside and outside the region in this
period.20 While the journalistic approach outlined by Fallows reflected the
relative success of the theory of the developmental state, its main academic
proponents adopted a broad institutional analysis of the developmental state that
sought to avoid treating the state in monolithic terms and focused on the
interaction between state institutions and the market. At the same time,
developmental state theory continued to be challenged directly and indirectly by
a more explicitly Marxistderived (state and class) political economy.21 While a
growing number of theoretically sophisticated perspectives emerged out of the
debate over the developmental state, developmental state theorists (with few
exceptions) were increasingly constrained by their efforts to extract policy
lessons from the East Asian experience without attempting to come to analyze
why, in historical terms, strong institutions, or a developmental state, had
emerged in East Asia. They collapsed space and time in their pursuit of technical
and policy lessons. As will be discussed at the end of this chapter, even in recent
work, such as Alice Amsden’s The Rise of “The Rest”: Challenges to the West
from Late-Industrializing Economies (2001), proponents of revised versions of
the developmental state (what Amsden, now a professor of political economy at
the Massachusetts Institute of Technology, has called the “new
developmentalism”), who seek to historicize late-industrialization, provide a
highly selective analysis that continues to be ahistorical and technocratic.22

Bringing the state back in II: “Asia’s Next Giant”

Amsden’s work in the late 1980s was an important example of the academic
studies of the developmental state that were influenced by Johnson’s own work
and/or by the SSRC’s Committee on States and Social Structures. Amsden and
others focused more on South Korea and Taiwan and the other NICs, than on
Japan.23 They were also generally more concerned with the significance of the
rise of East Asia for the rest of the so-called Third World than for the United
States.24 They sought to find lessons that would allow developing nations
elsewhere to replicate the success of South Korea and Taiwan. Amsden’s book,
Asia’s Next Giant: South Korea and Late Industrialization (1989), had emerged
as a key text in developmental state theory by the early 1990s. Amsden’s overall
argument that industrialization in South Korea flowed from “government
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initiatives and not the forces of the free market” and that this was “applicable to
similar countries” was a clear and explicit challenge to neo-liberal interpretations
of the South Korean trajectory and to the types of lessons that neo-liberalism
sought to draw from the East Asian Miracle.25 Her work, which extracted lessons
from the distinctive South Korean experience and then emphasized their
relevance for “similar countries”, also clearly embodied the technocratic and
ahistorical assumptions that were at the center of the developmental state
tradition as it was codified and consolidated by the end of the 1980s.

This problem was also apparent in the work of a group of authors at the Institute
of Development Studies at the University of Sussex in Britain with whom
Amsden’s perspective intersected. Robert Wade, a onetime employee of the
World Bank, became the most well-known of the so-called Sussex School. His
book-length study of industrial policy and performance in East Asia, which
appeared in 1990, established him as one of the key writers in the developmental
state tradition. In Governing the Market, Wade (now based at the Development
Studies Institute at the London School of Economics and Political Science)
sought to develop a theory of the “governed market” that clearly built on the
developmental state approach and on ideas about development that flowed from
development economics.26 Although, as we have seen, development economics
had declined dramatically by the end of the 1970s, its influence survived in the
academy, while the careers of some of the main theorists of the developmental
state, such as Wade and Sanjaya Lall, were clearly influenced by their work as
development economists for the World Bank (the former was a staff member at
the World Bank for a period in the 1970s and 1980s, while the latter worked
there during the years 1965–1968 and 1985–1987) at a time, or times, when it
was central to the shift from development economics to neo-classical economics.27

The emergence of state-centered challenges to neo-classical explanations for
the rise of East Asian capitalism was an important complement to the relative
recovery of development economics and the growing significance of political
economy as a sub-discipline of political science by the second half of the 1980s.
However, developmental state theory, like neo-liberalism, increasingly
perpetuated an elite-oriented ahistorical approach to capitalist development as it
moved away from an emphasis on la longue durée that was apparent in
Johnson’s excavation of the role of MITI in Japanese economic development
between 1925 and 1975. For example, the first part of Linda Weiss and John
Hobson’s 1995 comparative study of states and economic development provides
a history of the rise of Western Europe in which they argue in favor of a model
of change that centers on a conflict between the state and the “dominant class”.
They emphasize that conflict between subordinate and dominate classes played a
minimal role in state formation in Europe up to the eighteenth century. While
this emphasis can be debated, the first part of the book does attempt to take an
historical approach. However, the second part of the book, on East Asia since
1945, contains very little that can be described as historical analysis and
narrowly defines the impact of the US in order to argue that the US role was
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irrelevant and may even have been detrimental to development efforts in South
Korea and Taiwan after 1945. They frame the debate in terms of US intentions
and define the US role in narrow economic terms.28 Then, in putting their case,
they make very selective, but repeated, use of the influential 1991 book on South
Korea by Jung-En Woo (Meredith Woo-Cumings).29 It is ironic that Weiss and
Hobson drew so heavily on Woo’s book as it (like her other work) provides a
particularly detailed historical analysis that emphasizes the central importance of
Japanese colonialism and of US Cold War imperatives in providing the overall
context for the rise of an authoritarian, developmental and national security state
in South Korea.30 In fact, Woo-Cumings’s emphasis on the state and finance in
South Korea draws particular attention to the way internal shifts and initiatives
were conditioned and interacted with external influences such as US geo-
political and economic considerations and the dynamics of the Cold War
generally.

Bringing the state back in III: “Pathways from the
Periphery”

As in the case of Woo-Cumings’s work, the importance of the wider international
context was central to the approach taken by some proponents of the
developmental state. In fact, some writers who became key theorists of the
developmental state, such as Peter Evans, emerged directly from revisionist
trends in dependency theory, an approach that focused primarily on the
international context. His early work on Latin America, particularly Brazil,
exemplified the link between the revision of classical dependency theory and the
theory of the developmental state. His work also reflected the intersection
between developmental state theory and the growing interest by the 1980s in
comparing national paths to industrialization in East Asia with national
trajectories in Latin America.31 Classical dependency theory assumed that the
international political economy was hierarchical and the relations of dominance
and subordination within the world system reproduced and entrenched inequality
between and within nation-states. The work of early dependency theorists
(exemplified by the books written by André Gunder Frank in the 1960s and early
1970s) had failed to explain industrialization on the periphery because the model
it subscribed to assumed that development on the periphery could not take place
without a complete break with the capitalist order.32 This resulted in a range of
revisions to dependency theory in the 1970s and 1980s that sought to retain many
of its insights, while providing a more nuanced approach to the dynamics of
capitalist transformation.33 By the 1970s, Immanuel Wallerstein’s world-system
theory had emerged as the most important single trend in radical social science
and radical development theory.34 At the same time, against the backdrop of the
relative developmental success of East Asia by the 1970s and 1980s, dependency
theory and world-system theory gained far more purchase in Latin American
studies and African studies than they did in Asian studies.35

THE RISE AND DECLINE OF THE DEVELOPMENTAL STATE 215



World-system theory ultimately rested on the assumption that the modern
world-system has an historical significance as a totality. At the core of
worldsystem theory is the notion that a particular nation-state’s internal
development can be understood only with reference to the position it occupies in
the modern world-system as a whole. From this perspective the world economy
is a singular entity, yet within it there are a number of political entities. World-
system theorists trace the historical development of capitalism by focusing on the
emergence and functioning of an international market comprising three levels,
the periphery, semi-periphery and the core, and attempt to chart the trajectories
of nation-states as a function of the logic of the emergence and expansion of this
global capitalist economy. Inequality emerges and is maintained as a systemic
characteristic because different regions within the world-system
produce commodities for exchange using different labor control systems. The
economic stagnation of the periphery, and the continued and even expanding gap
between it and the core of the world-economy, were seen to flow from the
privileged position held by core polities because of the historical terms under
which they initially entered the world economy.36

Not surprisingly, world-system theory prompted considerable debate.37 The
emphasis on international economic relations left world-system theorists open to
charges of economic determinism. Their model has also been understood to
imply that the history of classes and nation-states is driven by the world
capitalist system itself. Actors rarely appear to act in the system, but are acted on
by it. The conception of power used by world-system theorists saw power as
located in the structure of the international economy itself, particularly in the
upper levels of the international order, in contrast to a more orthodox Marxist
conception of power as flowing from class relationships and state structures. As
a result worldsystem theory, or at least some influential strands of it, tended to
represent change as a function of elite decision-making, or of the system itself,
rather than holding out social struggles or nation-state interactions and initiatives
as the cause of change.38 Furthermore, despite its concern to take on a
perspective that transcends the focus on the nation-state (which is still
conceptually central to development theory and the social sciences generally),
world-system theory used the nation-state as its basic unit of analysis in a fashion
which facilitated the routinization of the nation-state and the nation-state system.

Dependency theory and world-system theory were increasingly being
challenged and revised by the late 1970s to provide both a greater sense of
regional and national specificity and to better explain successful industrialization
on the periphery, particularly in key nation-states in Latin America prior to the
1980s and the NICs of Asia.39 For example, in the late 1970s Peter Evans wrote
an important book on Brazil that built on Fernando Enrique Cardoso’s notion of
“dependent development”. Evans’s study, which is regarded as a major
contribution to the revision of dependency theory, represented late-
industrialization in Brazil as a strategy of successful “dependent development”.
He emphasized that the increasing involvement of transnational capital in the

216 THE GLOBALIZATION PROJECT



Brazilian importsubstitution industrialization process had to be understood as
part of a “triple alliance” between foreign companies, local companies and the
state.40

An important text that reflected the influence of dependency and worldsystem
theory on the work of some theorists of the developmental state was Stephan
Haggard’s Pathways from the Periphery (1990).41 This was Haggard’s main
contribution to the ongoing revision of dependency and world-system theory at
the same time as it also represented an important contribution to the theory of the
developmental state. A key argument of Haggard’s book was that the
“international context” was an important key to “understanding the policy
choices of relatively weak states”. He emphasized the significance of the size of
the nation-state, the role of “great powers” and the impact of “macroeconomic
shocks”. At the same time, he argued that theories that sought to ascertain policy
choices based exclusively on an assessment of the “configuration of social
forces” (using interest group approaches or class analysis) had “fundamental”
problems in theoretical and empirical terms. He emphasized that, while the
impact of social forces on policy-making is beyond dispute, it is invariably
mediated by institutional contexts. In some late-industrializing nation-states
governing elites have inherited or erected institutions and organizations that
make it very difficult for other social forces to have a significant impact on the
political process and on economic policy. His third key argument was that, while
the international setting can often stimulate, and the overall social structure
within a particular nation conditions, particular policy shifts, they are also
“heavily conditioned by the interests of political elites” in putting together and
retaining “bases of support”. He argued that the development strategies adopted
by particular nation-states and the way in which they are carried out flows more
from the “politically driven choices of state elites: the tactical give-and-take and
coalition building characteristic of political life” than it does from the overall
dynamics of social change. Finally, he argued that the “state” is not just “an actor
but a set of institutions that exhibit continuity over time; a field of play that
provides differential incentives for groups to organize”. As a result of differences
in the structure of institutions, political elites possess disparate capacities for
organizing the population and pursuing developmental or other objectives. This
“institutional variation” is crucial to any explanation for the type of development
policies pursued by particular nation-states. For Haggard “political explanations”
for economic development needed to focus on “the intersection between choice
and institutional constraint”.42

Despite Haggard’s emphasis on context and conjuncture, as the 1990s
progressed most writers in the developmental state tradition ended up treating the
developmental state in a relatively narrow fashion as a policy-making body.
There was and is insufficient recognition of the complicated and contested social
relations in which it was embedded (and even when this was addressed by
writers such as Peter Evans, the results remained ahistorical and technocratic).
For proponents of the developmental state, economic development ultimately i
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involved the subordination or containment of major social actors to state power,
while complicated historical processes were regularly reinvented as technocratic
and managerial practices.43 The ahistorical character of much of their analysis
and the way in which theories of the developmental state, like their neo-liberal
counterparts, became increasingly implicated in a vision of the East Asian
Miracle that had discovered the key to continued prosperity and progress was
thrown into sharp relief by the Asian crisis.

The decline of the developmental state

The Asian crisis and after I: “The Myth of the Powerless
State”

While many observers saw the Asian crisis as an indictment of the developmental
state, defenders of state-guided development (and even some proponents of neo-
classical economics) argued that the crisis needed to be understood primarily in
terms of unregulated financial markets of which boom-bust cycles are a normal
element, rather than as a result of an excess of state intervention or “crony
capitalism”. For example, in a major work of developmental state theory, which
was published in the midst of the Asian crisis and entitled The Myth of the
Powerless State (1998), Linda Weiss emphasized the need to differentiate
between “state involvement and “state transformative capacity”, arguing that if
the state was “part of the problem” in the Asian crisis it was as a result of “too
little state capacity, rather than too much state involvement”.44 Certainly the
Asian crisis needs to be understood in terms of unregulated financial markets,
and in terms of state capacity rather than state involvement per se. Nevertheless,
the events of 1997–1998 profoundly weakened the increasingly technocratic and
ahistorical image of a developmental state presiding over steady economic
growth and widening prosperity, which was central to the narrative on East Asia
produced by proponents of the theory of the developmental state.45 In fact, the
actual developmental states in East Asia were in disarray well before the crisis.
As we will see in chapter 8, the state-guided national development project in South
Korea (that emerged as a paradigmatic developmental state) was being undone
by its own success and by the wider historical context in which it operated by the
late 1980s and early 1990s if not before. The developmental state in South Korea
was able to pursue certain developmental objectives for many years because the
state was particularly well insulated from the wider social order, especially from
those social classes that might have challenged or undermined its developmental
goals. The relative autonomy of the South Korean state, and its ability to
spearhead a particularly successful national development effort, was grounded in
the particular history of the Korean peninsula in the twentieth century. However,
the success of the developmental state in South Korea led to a strengthening of
various social classes whose growing political demands had dramatically
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weakened state autonomy by the second half of the 1980s. When this change
intersected with the increasingly global, but still highly uneven, shift from national
development to globalization against the backdrop of the waning of the Cold
War, the result was the retreat of the developmental state in South Korea.46 This
process was repeated, with important variations, in Taiwan and elsewhere.47

Furthermore, the identification of developmental states such as South Korea as
a more general model by writers such as Weiss and Amsden also provided
implicit, if not explicit, justification for authoritarianism and militarism,
highlighting the connection between theories of the developmental state and
early theories of military-led modernization. While Samuel Huntington and the
military modernization theorists were preoccupied with security and political
order, advocates of the developmental state focused on the state’s capacity to
bring about economic development, setting out successful development under
state auspices as the best guarantee for strengthening the power of the state. But
they both emphasized that the power and capacity of the state was the basis for
social and economic development.48 For example, in The Myth of the Powerless
State (1998), Weiss criticized the way in which “the South Koreans have
increasingly relinquished state control over the past decade”.49 This approach
sidestepped the authoritarian character of the state prior to the late 1980s and the
way in which the South Koreans “relinquished state control” over the economy
was linked to wider political and social struggles and the transition from
authoritarian to parliamentary politics. Meanwhile, Adrian Leftwich recently
provided an even more explicit attempt to legitimate authoritarian developmental
states and argue that “democracy” is an obstacle to development. He revived
Gunnar Myrdal’s distinction between “soft” and “hard” states (which was
discussed in chapter 2). Myrdal’s distinction had been part of a wider lament
about how “democracy” (a “soft” state) had been an obstacle to development in
the 1950s and 1960s in India and Indonesia, leading him to argue in favor of a
“hard” state.50 What is of particular significance here is the way in which
theories of the developmental state ultimately remained part of the dominant
economic policy discourse and perpetuated a technocratic and ahistorical
approach to capitalist development. Like earlier theories of development and
modernization and like their neo-liberal opponents, they are oriented towards
government officials, politicians and planners.51 Symptomatic of the retreat from
historical analysis that characterizes most studies of the developmental state is
the way that proponents of the developmental state have either naturalized
culture/race, or treated it as irrelevant. For example, Jung-En Woo, whose work
is far more historically grounded than most other writers in the developmental
state tradition, argued that the rise of South Korea was “neither a miracle nor a
cultural mystery, but the outcome of a misunderstood political economy”. In her
book she sought to “merge Korea with the stream of world history by
discovering universal aspects of its development”.52 Although she implied that
the South Korean trajectory was best understood as a variation on a universally
applicable state-centered late-industrializing model, her book provided a detailed
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and historically particular analysis of the roots and rise of the South Korean
developmental state.

By the 1990s most proponents of the developmental state perpetuated a
technocratic, ahistorical approach to capitalist development in South Korea and
beyond. Contrary to the view outlined by proponents of the developmental state
such as Linda Weiss and Robert Wade, the rise of the US-led globalization
project and the end of the Cold War have dramatically altered the capacity of
states to guide national development, or revitalize national developmentalism.53

One of the particular weaknesses of Weiss’s analysis is that she defines
globalization primarily, if not exclusively, in economic terms in an effort to
minimize its significance.54 Following an examination of trade patterns and
capital flows, she concludes that there has not been nearly as much globalization
as its proponents claim.55 In a similar vein, Robert Wade notes that: “in the
bigger national economies, more than 80 per cent of production is for domestic
consumption and more than 80 per cent of investment by domestic investors”.56

However, it should not be assumed that trade and investment flows within national
economies can simply be described as national, while trade and investment that
moves between nation-states is global As Martin Shaw has observed, what
Weiss and Wade’s exercise demonstrates is that trade and capital movements are
“still measured in national and international terms”.57 I will cite just one example,
to illustrate the problem associated with measuring the extent of globalization in
this way. In Malaysia, as in many other parts of the world, hypermarkets owned
by multinational corporations are increasingly displacing small locally owned
shops and shopping centers. One of the main chains, Carrefour, which is
headquartered in France, now operates half a dozen large stores in Malaysia and
purchases almost 80 percent of its merchandise within the national economy of
Malaysia.58 However, the fact that Carrefour buys the bulk of its goods in
Malaysia tells us nothing about the wider economic, social and cultural
significance of the spread of hypermarkets in Malaysia and beyond, even though
this trend clearly reflects important changes that are directly linked to the rise of
the US-led globalization project.

Building on her argument that the extent of globalization has been
exaggerated, Weiss also asserts that most states have far more capacity than is
generally assumed and that this capacity could be deployed as part of a wider
renewal of state-mediated national development.59 Meanwhile Wade argues that:
“there is more scope for government action to boost the productivity of firms
operating within their territory than is commonly thought”.60 This approach fails
to address the serious internal contradictions that were apparent in national
development projects worldwide by the 1970s, and the growing external
pressures associated with the US-led globalization project by the 1980s. Most
importantly for the argument being outlined here, globalization is an uneven,
heterogenous and multi-faceted process of political, social and cultural change that
is conditioned, but not determined, by processes in which the state is increasingly
oriented towards intervening in economic activity in a globalizing, rather than a
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national developmental, capacity.61 The celebration of the market and the anti-
statism of the dominant neo-liberal narrative have often obscured the changing,
but important, role of nation-states in the US-led globalization project. Many
developmental state theorists compounded this problem by focusing in an
ahistorical fashion on the strength of developmental states in East Asia (or
Northwest Europe) in contrast to the perceived relative absence or weakness of
the state in the Anglo-American trajectories. However, this formulation obscures
the way that the globalization project is being consolidated via the nation-state
system and the way that the US state is central to, and one of the strongest states
in, the highly uneven transformation of nation-states into neo-liberal states.62 The
US-led globalization project emerged following the universalization of the
nation-state system and is now engaged in the dramatic reorientation of the
nation-state system which has even more fundamental implications than in the
past regarding what kind of intervention specific nation-states are able to carry
out.

The Asian crisis and after II: “The Rise of the ‘The Rest’”

As we have seen in chapter 5, the World Bank did not embrace the
developmental state in its 1993 Report; however, under pressure from Japan
and elsewhere, it did revise its neo-classical perspective in a direction that sought
increasingly as the 1990s progressed to find some sort of common ground with
the model promoted by the Japanese government and by theorists of the
developmental state. In turn, since 1993 some writers broadly in the
developmental state tradition have sought to revise their work, by engaging with,
or drawing on, the new institutionalism and the new political economy that
contributed to the revision of neo-liberalism in the 1990s. This process of
revision is apparent in the later work of Alice Amsden and Peter Evans who had
both gained considerable prominence in academic and policy circles by the
1990s. Amsden and Evans were both keynote speakers at the post-Asian crisis
“High-level Roundtable on Trade and Development: Directions for the Twenty-
first Century” at the United Nations Conference on Trade and Development
(UNCTAD) X held in Bangkok in early February 2000. One of the most widely
reported aspects of the Conference was the valediction delivered to the
assembled UN representatives and guests, by Michael Camdessus (the retiring
head of the IMF), praising the Thai government for its fealty to the IMF-
mandated approach to the financial crisis, in contrast to its southern neighbor,
Malaysia. The “High-level Roundtable”, meanwhile, received less attention. It
featured a range of academic luminaries of development theory, and a leavening
of former officials of national and international financial bodies, presenting
papers to government representatives of the member nations of the UN and an
assortment of accredited guests. The paper-presenters covered a wide range.
There were advocates of the free market who continued to argue that the
solutions to virtually all development problems were to be found in neoclassical
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economics and neo-liberal policies. At the same time, there were also proponents
of an updated form of the developmental state. For example, in her address
Amsden called for a “new developmentalism” and continued to extract universal
lessons from the historically specific experience of South Korea. While most
participants wondered whether the market had gone too far, there were no
serious challenges made to the neo-liberal framework. At the same time, the
presentations by Amsden and Evans were indicative of the revision of the theory
of the developmental state that had occurred in some quarters by the second half
of the 1990s against the backdrop of the continued elaboration and amplification
of the USled globalization project.63

Evans and Amsden’s presentations at the “High-level Roundtable on Trade
and Development” reflected the key themes of their published (or soon-to-
bepublished) work. By the mid-1990s, for example, Peter Evans’s focus had
shifted in the context of the wider changes in the development debate. His work
reflected the effort to move beyond “state” versus “market” explanations.64 This
was occurring in the context of the interaction between theories of the
developmental state and rational choice theory (particularly the new political
economy and the new institutionalism).65 This concern was also reflected in
books such as Beyond the Developmental State (1998), which aspired to be an
exercise in “bringing the society back in”. The editors argued that explanations
for the economic success of a number of national trajectories in East Asia did not
lie with either/or propositions about the state and the market. They also
emphasized the way in which the developmental states had been weakened,
undermined or dramatically reoriented by the social changes that accompanied
the wider transformation over which they had presided.66 In a similar vein Evans
insisted that “sterile debates” about the level of state intervention needed to give
way to debates about the type of intervention and its results. He emphasized that
the involvement of the state “is a given” and the main issue is “not ‘how much’
but ‘what kind’” of involvement. His point of departure in understanding
different forms of state involvement was that states differ significantly in terms of
their institutional character and the types of connections they have to society.
This results in “different capacities for action” and distinct limits on “the range
of roles that the state is capable of playing”. Evans divided states into what he
called “two historically grounded ideal types”. These were predatory and
developmental states. Predatory states, in his typology, exploited the vast
majority of the people living within their territorial boundaries, actively
undermining development, in both the broad social sense of the term and in the
much narrower sense of basic capital accumulation. Developmental states,
meanwhile, facilitated industrial transformation on a broad scale. He
characterized his perspective as a “comparative institutional approach”,
emphasizing the need to avoid analyzing the state as a “reified monolith”. Evans
directly challenged the neo-liberal idea (“neo-utilitarian” in his terminology) that
“state power” was “the cause of predation” and that the curbing of that power
was the solution. He argued that developmental states demonstrated that “state
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capacity” could serve as an “antidote to predation”. At the same time, state
transformative capacity also depended on “state-society relations”. While states
that had very high degrees of autonomy from society could be exceedingly
predatory, developmental states had to be “immersed in a dense network of ties
that bind them to societal allies with transformative goals”. According to Evans,
it is “embedded autonomy, not just autonomy” that “gives the developmental
state its efficacy”. As with earlier theorists of the developmental state, Evans
argued that “close ties to key social groups” is “fundamental to developmental
efficacy”. He concluded that, while “markets work only if they are ‘embedded’
in other forms of social relations, it seems likely that states must be ‘embedded’
in order to be effective”.67 While Evans’s shift away from a focus on intervention
per se to types of intervention was important, his analysis also worked to
legitimize authoritarianism and his discussion of questions of “state capacity”
and his comparative framework continued to naturalize the nation-state.
Ultimately his approach reflected the increasingly technocratic and ahistorical
direction of developmental state theory by the second half of the 1990s.

The connection between Evans and Amsden’s work, meanwhile, is readily
apparent. They come from a similar generation and milieux: both were involved
(as editor and/or contributor) with the 1985 volume Bringing the State Back In
and both point to the same intellectual influences on their work, such as
Alexander Gerschenkron.68 Like Evans, Amsden’s earlier work had strong links
to Johnson and Wade. At the same time, her book-length study, The Rise of the
“The Rest”, which appeared in 2001, reflected her ongoing promotion and
revision of the developmental state, or what she called the “new
developmentalism” in her address in Bangkok in 2000. In The Rise of the “The
Rest” Amsden observed that “one of the most” debated questions in relation to
the rise of “the rest” (the group of “backward countries” that were already
distinguished from “the remainder” by 1945 because of their possession of
“manufacturing experience”) was the “role played by government”. She argued
that the governments (she uses “government” interchangeably with “state” and
“country”) in this group of late-industrializing nation-states (which in her
analysis includes: India, China, Korea, Taiwan, Malaysia, Indonesia, Thailand,
Argentina, Brazil, Chile, Mexico and Turkey) all deliberately and systematically
intervened in the market because there were “too few knowledge-based assets”
within their borders to allow for successful competition in the world economy.
She characterized her analysis as an “assets approach to industrial development”.
Explicitly building on, but revising Gerschenkron, she argues that there is not
necessarily more “government intervention” in situations of late-industrialization,
but it is quite likely to be “different”.69

Reflecting a direct engagement with rational choice theory, in the form of the
new political economy and the new institutionalism, Amsden based her analysis
of late-industrialization on three main assumptions, which are grounded in, but
also reflect important departures from, the work of Douglass North.70 First, for
Amsden, the security of “property rights” was seen as “a necessary but an
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insufficient condition for industrializing late” (she also notes that property rights
do not have to be private to be secure). By contrast, for new institutionalists, such
as North, “secure” and private “property rights” and “perfect information” are
assumed to be a “sufficient condition of growth”. However, as she observed,
“even if ‘information’” (which she defined as “publicly accessible facts”) was
“perfect”, “imperfect ‘knowledge’” (which she characterized as “proprietary
concepts”) might result in “production costs” for “learners” greater than was the
case for “incumbents”. Against this backdrop she emphasized that successful
late-industrialization “involves moving from one set of distortions that is related
to the rigidities of underdevelopment and primary product production to another
set of distortions that is knowledge-based”. Second, while many theories of
economic growth assume that the structure and size of firms is not relevant,
Amsden argued that late-industrialization could not occur without the creation of
“large-scale firms”. Finally, her assets approach assumed that macroeconomic
policies “do not matter in the very long run” (her book covered the periods from
1850–1950 and 1950–1980). Following on from a key argument of her earlier
book on South Korea, she observed that “wildly wrong prices” made
industrialization more difficult, “but the ‘right’ prices were not a precondition for
industrialization: ironically, they were a constraint”. Meanwhile, she also divided
the countries in “the rest” into two possible sub-models that have emerged since
the 1980s and might be followed by the nation-states of “the remainder”. These
are what she calls the “independent” approach, followed by South Korea,
Taiwan, India and China, and the “integrationist” approach that has characterized
Mexico, Chile and Argentina (and less obviously Turkey). The independent
model is based on “getting the institutions ‘right’” and “building skills”;
however, the integrationist model is grounded in “getting the prices ‘right’” and
“buying skills”. She clearly regarded the former as having far greater “promise”
than the latter.71 Despite the ostensibly historical character of Amsden’s analysis
her use of history is very selective and her overall approach is technocratic.
While she continues to challenge the dominant neo-liberal narrative, she also
shares many of its main assumptions. In particular, like neo-liberalism she treats
complex national trajectories as natural and nation-states as routine. These same
criticisms can also be made of the influential work of Ha-Joon Chang, assistant
direct of development studies at Cambridge University, who has worked as a
consultant for the Asian Development Bank and the World Bank. His work has
been celebrated, by journalists such as Michael Lind, as a powerful assault on the
ahistorical character of the dominant development discourse.72 However, his
book, Kicking Away the Ladder: Development Strategy in Historical
Perspective, wields “history” like a blunt instrument to defend state-mediated
national development.73 His work, like developmental state theorists generally,
fails to come to grips with the universalization and transformation of the nation-
state system in the second half of the twentieth century, or with the implications
of the rise of the US-led globalization project. It is these world-historical
changes, combined with the more particular capitalist transformation and Cold
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War history of East Asia, that are the backdrop for the rise and decline of the
developmental state.

Conclusion: the rise and decline of the developmental state

This chapter has looked at the rise and decline of theories of the developmental
state. It has been argued that theories of the developmental state have
increasingly become ahistorical and/or technocratic in their efforts to explain
capitalist success in Asia. It has further been argued that despite the revisions to
the theory of the developmental state carried out by writers such as Peter Evans,
Alice Amsden and Ha-Joon Chang, the deeper problems relating to the
legitimation of authoritarianism and the continued commitment to an ahistorical
and technocratic approach that seeks to extract universal lessons from discrete
historical experiences have increasingly undermined the efforts by proponents of
developmental state theory to challenge the globalization project. Ultimately, the
theory of the developmental state is constrained by the same problems that beset
the dominant neo-liberal narrative it seeks to challenge. These influential
theories of development have all worked to routinize the nation-state with little
or no regard for the complex history of the universalization and transformation
of the nationstate system after 1945. In an attempt to move beyond the
ahistorical and technocratic character of the dominant narratives on development
in East Asia, the final two chapters turn to a historically grounded analysis of the
transformation of Asia between the 1940s and the 1990s. The emphasis will be
on the way in which the region was profoundly shaped by the uneven and
destructive (as well as creative) processes of capitalist transformation. In this
context there is a need to continue to emphasize social class, but in a historically
and culturally contingent fashion. Linked to this is a need also to historicize
rather than naturalize the nation-state and the nation-state system. At the same
time, the changing role of the state in the shift from national development to
globalization (and in capitalist transformation more generally) will also be
foregrounded. The administrative and coercive institutions of government have
been critical to shaping the cultural, social and economic spheres and attempting
to define and redefine the very idea of the nation and what it means to be a
citizen of the nation, at the same time as states are under increasing pressure to
play an ever more globalizing role. Such a perspective allows for a critical and
historically grounded approach to the transformation of Asia that highlights the
historical specificity and contingent character of national trajectories.
Furthermore, specific national trajectories are placed in the context of the wider
history of decolonization and the important regional and global trends of the
Cold War and post-Cold War eras.
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Part III

The transformation of Asia

As the Cold War progressed, the notion that U.S. economic favours
to Japan would keep it from falling to Communism segued into a
much larger concept—that modernization itself constituted a defense
against China and the Soviet Union, which by the mid-1950s were
actively proselytizing their economic systems to the developing
world.

Edith Terry,
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A central preoccupation of American policy is to shape and channel
China’s position in the world market, so as to block the emergence
of “another Japan” and the deep meaning and intent of the American
and IMF response to the Asian liquidity crisis is to close the
historical chapter in which the sheltered “developmental states” have
prospered.

Bruce Cumings,
“The Korean Crisis and the End of ‘Late’ Development”
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8
The communist challenge and the changing

global order

The decolonization of a growing number of former colonies in Asia and their
emergence as sovereign independent nation-states was increasingly shaped by
the interaction of the United States, Japan (which was Washington’s key
post-1945 client-ally in Asia), the Peoples Republic of China (Washington’s
main concern in the region after 1949) and Beijing’s erstwhile patron-ally, the
Soviet Union. The Cold War and the way it interacted with specific political and
social struggles and wider capitalist dynamics are central to any understanding of
the transformation of Asia after the Second World War. In the years immediately
after 1945 the US emerged as the dominant global power, accounting for almost
50 percent of world economic output.1 The only power anywhere that even began
to rival the US in military, although not economic, terms was the Soviet Union.
Furthermore, as already emphasized, while there was often an important
connection between earlier imperial ideas and practices and the elaboration of
new hegemonic strategies and tactics, both the US and the Soviet Union wielded
power in a world increasingly made up of formally sovereign nation-states.
Washington’s grand strategy in the Cold War provided a crucial foundation for
the emergence of various, usually authoritarian, but often developmental states in
Asia at the same time as it imposed a range of constraints on the autonomy and
sovereignty of virtually all nation-states in the region. Capitalist nation-states in
Asia were increasingly incorporated into the post-1945 world order on terms that
allowed for considerable autonomy over many issues within their territorial
borders, at the same time as their sovereignty was limited with regard to issues
that related to the Cold War and international affairs. Furthermore, in contrast to
Europe the US was unwilling and unable to establish a significant multilateral
political and military framework in Asia, relying on a growing range of bilateral
defense treaties and arrangements. This chapter provides a historical
interpretation of the transformation of Asia with a focus on the period from 1947–
1975, but in some cases, such as the detailed examinations of the South Korean
and Indonesian trajectories, it covers the period up to the late 1990s.



Consolidating capitalism in Asia I

Containing the communist challenge I: the Korean War, US
hegemony and the historical political economy of the Cold

War

At the center of US hegemony and the management of the alliances and
arrangements that came into being in the Cold War era was an array of agencies
and departments that made up the US national security state.2 This emerging
national security state reflected a general agreement in top US military and
civilian circles in this period that Washington had to contain the USSR
specifically, and international communism more generally, for reasons of
national security and geo-politics. This goal was closely connected to the
maintenance and expansion of North American access to markets, investment
opportunities and raw materials. In this context the US had a crucial stake in the
capitalist reconstruction of as much of Europe and Asia as possible and the
extension of this process to the rest of the world. In 1947 the Marshall Plan for
Western Europe (which also involved aid for Japan, South Korea and Saudi
Arabia—an early pointer to what are still regarded by Washington as the most
geo-politically significant regions) demonstrated US economic power and
commitment in the emerging Cold War.3 The conflict in Europe intensified after
1947 and the division of Europe into US and Soviet spheres of influence was
institutionalized with the establishment of a US-led military alliance, the North
Atlantic Treaty Organization (NATO), in 1949–1950 and the Soviet-led Warsaw
Pact in May 1955. More broadly, despite the fact that a narrow conception of
political advantage would have calculated that the US would benefit more from
bilateral ties with specific nation-states in Western Europe, Washington
encouraged multilateral defense arrangements and also encouraged the push in
Europe for some form of economic and eventually political integration. In the
immediate post-1945 era, policy-makers in Washington assumed that the US and
Western European governments would have complementary interests in relation
to most geo-political issues, while economic integration would strengthen
economic progress and industrial development in Europe.4Meanwhile, by the end
of the 1940s the US had also embarked on a full-scale effort to facilitate the
industrial rebirth of Japan, as part of what would become a wider effort to turn as
much of Northeast Asia (and later Southeast Asia) as possible into a capitalist
bulwark against the USSR and Mao’s China.5

With the Chinese Communist Party’s victory in October 1949, followed soon
after by the Korean War (1950–1953), the governmental and military institutions
and bureaucratic structures of the US national security state were increasingly
consolidated as instruments of regional and global power.6 In terms of
institutionalizing and amplifying Washington’s commitment to the Cold War, the
Korean War was an unequivocal turning point. While the Korean War was
sparked by a northern attack on the south, the roots of the conflict are to be found
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in the complex and chaotic series of events that followed on from the collapse of
Japanese colonial power at the end of the Second World War.7 The end of
Japanese colonialism on the peninsula was followed by the emergence of the
Democratic People’s Republic of Korea under Kim II Sung (1948–1994) in the
north and the Republic of Korea (ROK) under Syngman Rhee (1948–1960) in
the south. Both regimes laid claim to the entire Korean peninsula, but by late
1948/early 1949 they had established separate institutions and structures, while
continuing to deny the legitimacy of the other regime. In September 1947 the US
had placed the Korean question before the General Assembly of the United
Nations, which subsequently made a formal call for the unification of what was
at that point a Korea divided between a northern government allied to the Soviet
Union (and later the People’s Republic of China—PRC) and a southern
government allied to the United States. Following the outbreak of war between
the north and the south on 25 June 1950, the Security Council quickly began
organizing a UN military force, under US leadership, to intervene in Korea. This
was made possible by the fact that Moscow had been boycotting the Security
Council since the start of 1950. The Soviet Union was protesting the fact that
China’s permanent seat on the Security Council continued to be held by the KMT
government that had been confined to Taiwan since the Chinese Communist
Party’s triumph on the mainland at the end of 1949. In this context the
resolutions of the General Assembly on Korean unification were soon being used
to justify a full-scale military effort against the North Korean regime. The initial
aim of US/UN intervention, to achieve the limited goal of ending Northern
aggression, was quickly transformed into a wider set of aims, centered on the
reunification of the peninsula under a pro-US/UN government. The ensuing
conflict eventually brought the People’s Republic of China directly into the war
and fighting continued until the signing of an armistice agreement on 27 July
1953. The Korean War resulted in civilian and military deaths of 1.3 million in
the south and at least 1.5 million in the north.8

While devastating the Korean peninsula, the Korean War provided a crucial
stimulus to industrial production in Japan as a result of the dramatic increase in
US purchasing of military equipment and war-related products. From a figure of
zero in 1949, US procurement of supplies from Japanese manufacturers for the war
on the peninsula went to almost US$600 million in 1951 and reached US$850
million in 1952. In 1952 over 60 percent of exports from Japan went to the US-
led war effort in Korea. As a result of Japan’s strategic location the US continued
to spend almost US$600 million annually in Japan in the 1950s in relation to the
operation of bases and related military activities. Between 1952 and 1956, US
defense spending financed more than 25 percent of imports to Japan. It was the
Korean War that acted as the catalyst for industrial recovery in Japan at the same
time as it paved the way for the US provision of technology to Japan’s
reindustrialization efforts.9 As we shall see in chapter 9, these trends combined
with the limiting of Japanese defense spending to 1 percent and the re-directing
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of revenue into economic reconstruction to ensure that the Japanese economy
underwent a major revitalization in the 1950s.

US nation-building policies in Japan (and later South Korea and Taiwan) in
the immediate post-1945 period were clearly shaped by the US experience of the
New Deal in the 1930s and many of the key figures in the Occupation of Japan
were “New Dealers”.10 This initially led to the encouragement of major land
reform and support for the strengthening of trade unions. This also involved an
initial commitment to dismantling the zaibatsu (conglomerates) that had been
central to the Japanese economy up to and during the war. In the countryside, US
advisers such as Wolf Ladejinsky played a key role in the process of land reform
that redistributed land to a large number of peasants and also strengthened tenure
rights for peasants who rented land. 11 At the outset US policy in Japan sought to
democratize the political system and stabilize the capitalist order by giving
peasants and workers a greater stake in the overall Japanese political economy. At
the same time, by the end of the 1940s the US fear of communist revolution in
Asia had led to the shelving of US plans to break up the industrial conglomerates
with direct links to the pre-war imperial government. This resulted in the
effective restoration of much of Japan’s pre-1945 elite minus the most well-
known militarists and imperialists. This reversal did not significantly affect the
course of land reform, but at the national level political leaders with close ties to
the zaibatsu and other businesses were able to regain their positions of power.
While the zaibatsu had been officially dismantled, they often reappeared as
keiretsu, as the relationship between business and government that had
underpinned Japan’s initial rise to Great Power status prior to 1945 was
reoriented to fit the circumstances of the Cold War. The old zaibatsu like Mitsui,
Sumitomo and Mitsubishi re-emerged in a modified fashion, while large new
firms, such as Toyota, Toshiba, Nissan and Hitachi, which were established
along the lines of the old zaibatsu, also took root and went on to reap the economic
benefits of the Korean War.12

The beneficial economic impact of the Korean War was also felt in Southeast
Asia. The concern that the war on the Korean peninsula might spread to
Southeast Asia (which will be discussed in more detail below), combined with
efforts by the major actors in the Cold War to increase their stockpiles of
strategic raw materials, caused a significant increase in the price of commodities
such as rubber and tin. The price of the former increased by 400 percent while
the latter rose by 200 percent. The benefits from this commodity boom went
particularly to British Malaya (renamed Malaysia after independence in 1957),
which was the biggest rubber-and tin-producer in the world in the early 1950s.
At the same time, the British colonial entrepot of Singapore, which served as the
main port for the outward shipment of rubber and tin, was also well positioned
and the commodity boom ensured that profits in the colony’s commercial sector
rose significantly, while the total tax revenue received by the government trebled
throughout the British-ruled peninsula. Driven forward by a determination to
defeat the guerrilla insurgency led by the Malayan Communist Party, Malaya’s
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colonial rulers embarked on the extension and improvement of the colony’s
railroad and highway system in order that the army and the police would be able
to operate more effectively throughout the countryside. At the same time, the
colonial administrations in Singapore and Malaya used their rising revenues to
upgrade port facilities and construct new power plants. Despite the fact that
the Korean War boom was confined to the period 1950–1953, its significance for
Singapore and Malaya was considerable. The boom contributed directly to the
expansion and deepening of social and economic infrastructure, and of
government capabilities, which were subsequently used to tame the labor
movement and more or less successfully impose the top-down corporatist
arrangements that subsequently underpinned the state-guided national
development projects that emerged in Singapore and Malaysia during the Cold
War.13

At the same time, if there was a newly-industrializing country (NIC) that
reflected the historical particularity of successful industrialization, and as a result
pointed unequivocally to the problems associated with seeking to draw lessons
from the distinctive national trajectories of Asia and applying those lessons to
another place at another time, it would be Singapore. The former British colonial
entrepots of Singapore and Hong Kong are particularly atypical HPAEs, to use
World Bank parlance, and can be dismissed with relative ease as development
models with significant lessons for other nation-states. Singapore, as a city-state,
has benefited from the absence of a peasantry and a rural sector of any
significance and therefore had no “agrarian question” in contrast to the vast
majority of nation-states in Asia, Latin America and Africa. Singapore and Hong
Kong’s role in the British colonial empire is important to understanding their
economic development experience. Their position as financial centers, as well as
their long history as commercial ports, ensured them a relative advantage in any
effort to industrialize and grow economically after 1945.14 The Malaysian
trajectory, meanwhile, never followed the South Korean or Taiwanese version of
the developmental state very closely either. Throughout the high period of
economic growth in Malaysia, economic development was certainly state-
regulated and often state-guided and, under Mahathir, as we have seen, South
Korea and Japan were looked to and invoked as models to be emulated, but the
Malaysian state remained highly dependent on foreign (often Japanese)
investment, while primary commodity exports also remained very important. The
heavy reliance on foreign investment underlined the “fragility of the Malaysian
miracle” even prior to 1997.15 Meanwhile, the nation-states’ highly racialized
politics also conditioned the distinctive Malaysian trajectory in important
ways.16 In the 1980s and 1990s, as Mahathir responded to growing pressure for
privatization of the public sector, the privatization process was increasingly used
by the ruling party, United Malays National Organization (UMNO), to
consolidate its economic power. As discussed in chapter 6, the majority of the
successful privatization initiatives in this period involved selling public sector
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assets to companies in which individuals or groups with close connections to
UMNO had an important or controlling interest.17

The South Korean trajectory and the transformation of Asia
I:1945–1979

Following a dramatic recovery from the devastation of the Korean War, South
Korea, which had almost ceased to exist as a territorial entity in the early
months of the war, emerged as the greatest success story of the wider East Asian
Miracle by the late 1970s. At the beginning of the 1960s the country’s GDP per
capita was comparable to the newly independent former Belgian colony of the
Congo and many South Koreans viewed the idea of South Korea catching up
economically to the Philippines—regarded at the time as one of the new nation-
states in Asia with the most economic potential—as impossible. By the eve of
the Asian crisis, however, the South Korean economy was the twelfth biggest in
the world and South Korea had become a member of the Organization for
Economic Cooperation and Development (OECD).18 After the Korean War the
sustained US economic and military aid, and capital, that went to South Korea
and Taiwan in the 1950s and 1960s played a major role in strengthening the
capabilities of these emergent authoritarian developmental and national security
states.19 This is not to deny other factors in the rise of South Korea and Taiwan
as NICs, but the emergence of capitalist, and authoritarian, developmental states
in Northeast Asia after 1945 was grounded explicitly in US Cold War
imperatives. For example, a comparative analysis of over thirty nation-states has
pointed to the “positive effect” of US military aid on national economic
development (in the period up to the early 1970s) in those instances where levels
of aid were particularly high as a result of geopolitical considerations. Of the
thirty-two countries examined the four success stories were South Korea, Taiwan,
Greece and Turkey.20 US miliary aid to South Korea between 1946 and 1979
was US$7 billion. At the same time, geo-politics also ensured high levels of
economic aid (of course the distinction between economic and military aid often
becomes very blurred in practice). US economic aid to South Korea from 1946 to
1979 was more than US$6 billion dollars. In the 1950s more than 80 percent of
South Korean imports were financed by US economic assistance. Most of the
economic aid was disbursed in grant form prior to 1965. By the 1970s aid was
being provided to the South Korean government primarily in the form of
concessional loans and only very small quantities of aid were disbursed from the
second half of the 1970s onwards.21

The figure for US military and economic aid to Taiwan over more or less the
same period was US$5.6 billion. This does not, of course, include the aid from
Japan, or from international financial institutions.22 As much as 75 percent of
Taiwan’s infrastructure investment came from US economic aid in the 1950s.
Taiwan and South Korea received more US economic aid than all the US
economic aid to Africa and half the figure for all of Latin America over the same
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period. The growing power of the national security and emergent developmental
states in South Korea and Taiwan was also linked to the relative weakness of
capitalist elites and the undercutting of large landowners after 1945, as a result of
the implementation of land reforms, under US auspices. As in Japan, the land
reform initiatives were already in place by the late 1940s and early 1950s, before
the more conservative Eisenhower administration increasingly discarded the
remnants of the New Deal’s influence on US aid policy. This ensured that
subsequent US-sponsored land reform in South Vietnam and elsewhere had far
more limited momentum, or favored landlords, in the context of a wider
commitment to the status quo.23 Meanwhile, in the 1950s and increasingly in the
1960s, manufacturers based in South Korea and Taiwan (and, of course, Japan,
Singapore and Hong Kong) also gained privileged access to the North American
market, at the same time as the US tolerated South Korea and Taiwan’s protected
markets and their governments’ tight controls on foreign investment.
Furthermore, South Korea, Taiwan, Singapore and Hong Kong all entered the
world export markets in the 1960s when a consumer boom was under way.
Meanwhile, Japanese-based corporations had begun to emerge as a key element
in the wider US-centered Cold War political economy of Asia by the late 1950s.
And, in the 1960s and 1970s, under US auspices, Japanese companies avoided the
rising cost of labor in Japan by relocating operations to their former colonies.24 At
the same time, by the 1970s Japanese trading companies controlled 50–70
percent of the international trade of South Korea and Taiwan. In this period
Japanese corporations also provided a substantial portion of the machinery and
the other components needed for industrialization in South Korea and Taiwan,
and they were also an important source of technology licenses.25

Apart from the important role of Japanese companies in South Korea and
Taiwan in the post-1945 era, Japan also represented a model for its one-time
colonies. Japanese colonialism laid the foundations for authoritarian
developmentalism prior to 1945, at the same time as it provided a pattern for
capitalist development.26 Park Chung Hee, who ruled South Korea from 1961
until his assassination in 1979, had been an officer in the Japanese Kwantung
Army during the Pacific War. His thinking was clearly influenced by the
Japanese colonial industrial pattern, most importantly the state’s close links with
the zaibatsu.27 Under Park, a relatively narrow, but extremely powerful, alliance
between the military regime and a small group of chaebol (jaebol), the Korean term
for zaibatsu or conglomerates, was at the center of South Korea’s capitalist
trajectory. After coming to power in 1961, Park quickly legitimated his rule via
rigged elections that provided a constitutional smoke screen for his regime. At
the same time, he purged the bureaucracy, getting rid of incompetent and corrupt
officials. He established the Economic Planning Board (EPB) that quickly
emerged as a crucial economic decision-making body that was thoroughly
insulated from other branches of government and from private business. After
1960 the country’s financial system was restructured: banks were nationalized
and the Bank of Korea (the central bank) was put under the direct control of the
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Ministry of Finance. National economic development was held up as the top
priority (a veritable “sacred mission”). Export-oriented industrialization (EOI)
increasingly became the centerpiece of the state’s overall development strategy
by the mid-1960s. The power of the state was strengthened by the inflow of
public and private loans from overseas and the Park regime directed these loans
to private producers according to its overall economic plan. Almost 90 percent of
all foreign loans had to be backed up by government guarantees that ensured that
the government controlled the disbursement of these monies. An even more
significant instrument of state control over private industry was
government ownership of the domestic banks, which had been in private hands
prior to the coup in 1961. As a result of the overall structure of investment in the
context of changing market conditions internationally, authoritarian
developmentalism in South Korea entered a major crisis of export-oriented
industrialization in the late 1960s. Between 1969 and 1971 the South Korean
government took over numerous poorly managed businesses, assuming their
foreign debts. Under IMF auspices Park imposed a range of stabilization
measures, which exacerbated the financial problems of those companies that
already had debt problems. The crisis of the late 1960s was also linked to rising
levels of labor unrest, while Park’s efforts to extend his period in office beyond
the limit of two four-year terms, allowed for by the constitution, resulted in a
growing number of confrontations with students and opposition politicians.28

The Park regime entered a new phase in the early 1970s. This was a period of
deepening intensity for the authoritarian developmental state in South Korea.
This process was reflected in a range of new and increasingly draconian
measures as South Korea entered the high period of what has been described as a
bureaucratic-authoritarian industrializing regime (BAIR).29 To begin with, the
military regime imposed an even more repressive framework on organized labor
and launched a number of measures to control finance capital. These measures
paved the way for a particularly ambitious set of initiatives that were central to
the political economy of South Korea in the 1970s and early 1980s. In January
1973 the Park regime promulgated a Heavy and Chemical Industrialization Plan.
The South Korean state chose what it regarded as six strategic industries (steel,
electronics, petrochemicals, shipbuilding, machinery and nonferrous metals) that
were to be the focus of national development. This shift towards heavy industry
and chemical production was made for a number of reasons, associated with
changes in Washington’s geo-political and geoeconomic calculations, which
have been discussed in chapter 4 and will be discussed further in chapter 9. At
this juncture it should simply be noted that: first, the global financial system had
become unstable following the breakdown of the Bretton Woods system in the
early 1970s. Second, Japanese companies were moving into high-tech industries,
which led to the relinquishing of important, and labor-intensive, sectors of heavy
industry. Third, the broader Cold War context was shifting and, as we have seen,
the Nixon administration was presiding over a major reorientation in US policy
in the region.30 However, one of the most significant reasons for the shift flowed
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from circumstances in South Korea itself. By the beginning of the 1970s South
Korea had become a much more highly differentiated society than in the 1950s,
while levels of political activity far exceeded what they had been at the time of
Park’s rise to power. Labor conflicts were on the increase, the student movement
was growing and the activities of opposition politicians had expanded
significantly. Workers in the agricultural sector were also disaffected, while the
official opposition party had gained unexpected prominence under Kim Dae Jung
(Gim Daejung). This was the social context for the imposition of an even more
authoritarian politicoeconomic system in the 1970s.31

The South Korean trajectory and the transformation of Asia
II: 1979–1997

In the second half of the 1970s the authoritarian developmental state (or
bureaucratic-authoritarian industrializing regime) in South Korea was at its
height in terms of its coercive capacity and its intervention in the economy. The
BAIR in South Korea exercised a high degree of control over the distribution of
capital and “industrial targeting” was a common practice. In the 1970s the
country’s ten largest chaebol (jaebol), with the backing of the state, consolidated
large and sprawling economic empires. At the same time, by 1979 the South
Korean economy was confronted by a number of structural problems. In 1979
the Second Oil Crisis was a serious blow to the South Korean economy. With the
onset of the Debt Crisis in the early 1980s, South Korea’s foreign debt levels
were so high that, as in many other parts of the world (see chapter 4), a number of
international banks became concerned about its “creditworthiness” (the overall
foreign debt in South Korea went from US$2 billion in 1970 to US$35.8 billion
in 1985). Meanwhile, the dramatic expansion in chemical production and heavy
industry led to serious over-capacity problems and many large corporations
found themselves in deteriorating financial circumstances, while ongoing
problems associated with high debt levels, combined with declining exports,
drove a number of companies, especially in the construction and shipping
industries, to the brink. In April 1979 the Park government, with IMF support,
introduced the Comprehensive Stabilization Plan. Among other things this
involved a freeze on wages, the curbing of low-interest commercial loans and the
cutting back on various subsidies to the farming sector. This was soon met by a
widening strike by labor, with the support of the opposition party and students,
which led to violent confrontations across the country. In the face of this crisis the
regime split. Park Chung Hee was gunned down on October 26 1979 by the head
of the South Korean Central Intelligence Agency.32 A tumultuous transition,
under General Chun Doo Hwan (1980–1988), which included the bloody
suppression of the Kwangju Rebellion, ensued.

Between the early 1960s and the early 1980s authoritarian developmentalism
in South Korea had rested on a close relationship between the national security
state and the country’s burgeoning conglomerates, at the same time as workers
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and trade unions were controlled via repression and top-down corporatist
arrangements. However, what also needs to be emphasized is the way that
important, and historically specific, cultural practices and nationalist ideas
emerged as constitutive elements of authoritarian developmentalism in South
Korea. During the Cold War, South Korea’s corporate elite, and their allies in the
national security state, sought to advance their economic interests by deploying
selected aspects of Korean culture to mobilize employees and the population
generally, while downplaying cultural traditions that might contribute to
resistance to their rule. For example, the corporate managers justified their
control via the use of selected elements of popular knowledge about father-son
relations and they represented the founding and operation of the chaebol (jaebol)
as an integral part of a wider national project for the benefit of all citizens,
effectively imposing a “moral duty” on their employees which blurred the
boundaries between employee of the company and citizen of the nation-state.33

In the Cold War era the authoritarian developmental state, or BAIR, in South
Korea was legitimated via appeals to a potent combination of ideas selected from
Confucianism, militarism, anticommunism and Korean nationalism, backed up
by a coercive national security apparatus. It also needs to be emphasized further
that the South Korean state remained on a war footing, in the wake of what was
an uneasy truce at the end of the Korean War. The results were highly militarized
societies in both the south and the north. By the second half of the 1960s, as
noted in chapter 3, hundreds of thousands of young South Korean men had
received basic military training as well as completing various military courses.34

This contributed to the wider militaristic and authoritarian character of
nationalism in South Korea. Despite, or because of, these authoritarian efforts to
emphasize hierarchy and harmony, the history of South Korea in this period was
also a history of ongoing social and political struggles.

The rapid economic growth of the 1960s and 1970s, and the dramatic social
changes of this era, paved the way for the decline of the authoritarian
developmental state in South Korea in the 1980s. Domestic pressures for
political and economic liberalization worked to undermine the state-centered
authoritarian approach to capitalist development. At the same time, Washington
increasingly began to question the financial and trading practices of Cold War
allies such as South Korea. The liberalization of the political system was closely
connected to the liberalization of the economy and Kim Young Sam, the first
civilian president of South Korea in over three decades, made globalization
(segyehwa) the centerpiece of his administration (1993–1997).35 However, it was
not until the Asian crisis in 1997 that the pressure for economic liberalization
dramatically increased on the peninsula, and even in post-crisis South Korea the
nationalist predisposition, and many of the mechanisms, for state-mediated
national development remain significant. The IMF loan to South Korea, an
unprecedented US$58 billion (as well as the smaller but still substantial loans to
Thailand and Indonesia) was conditional on the implementation of a range of
austerity measures and economic reforms. IMF officials demanded the setting-up
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of new regulatory procedures, the shutting-down of a range of banks and
financial institutions and the liberalization of capital markets. The IMF also
demanded that public enterprises be privatized and cartels be broken up. At the
same time, the Fund pushed for the introduction of flexible labor markets. It
initially found a willing ally in the newly elected government of Kim Dae Jung
(Gim Daejung), whose political and economic goals were strengthened by the
early IMF demands.36 Kim was as committed as his predecessor to globalization,
while the combination of the crisis and his assumption of the presidency in early
1998 was seen as opportunity to undermine key aspects of the collusion between
the chaebol (jaebol) and the political elite that had been central to the
developmental state in South Korea. While the crisis and Kim’s efforts at reform
have laid low key aspects of the developmental state, many of the arrangements
and practices remain in place.37 Nevertheless, in the context of the dramatic
decline in the size of the South Korean economy in 1997–1998, there was a major,
albeit still uneven, opening to foreign investors and foreign manufactures,
complemented by legislative changes that liberalized the labor market and
weakened job security.38 The process of national reorientation in South Korea is
also complicated by the fact that North and South Korean soldiers are still lined
up along the 38th parallel and the US remains forward-deployed in support of its
South Korean ally As a result South Korea’s prospects remained inextricably
bound up with the increasingly decrepit character of the North Korean regime
and the uncertainty surrounding the continued division of the peninsula, a direct
legacy of the Cold War.39

Consolidating capitalism in Asia II

Containing the communist challenge II: the Vietnam War,
US hegemony and the historical political economy of the

Cold War

The Cold War was also central to the dynamics of capitalist transformation in
Southeast Asia. In 1948, by which time it was becoming clear that Washington’s
long-term support for Chiang Kai-shek’s nationalist regime in China was going
to be insufficient to prevent the Chinese Communist party from coming to power,
communist-led insurgencies were also growing in significance in the Philippines
and Malaya, while the Viet Minh’s struggle against the French in Indochina was
gaining strength. The Indonesian Communist Party also launched an unsuccessful
military challenge for the leadership of Sukarno’s emergent Republic of
Indonesia in 1948. The rise of the Chinese Communist Party was interpreted by
the US, and the European colonial governments seeking to regain or retain their
possessions in Southeast Asia, as emblematic of a vigorous international
communist movement that operated as a monolithic force under the direction of
Moscow and was about to spread to Southeast Asia. However, in the case of the
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Malayan Communist Party (MCP), for example, the evidence suggests that “little
international stimulus” was required to “prompt” the organization to launch its
insurgency in 1948. In relation to the muchdebated question of the role of the
decisions of the Calcutta Youth Conference in early 1948, the shift towards
armed struggle in Soviet and Cominform policy, with which the conference in
Calcutta is generally associated, simply “spurred” the leadership of the MCP to
“follow a course it was already disposed to adopt”.40 Nevertheless, from the point
of view of policy-makers in Washington the colonies and the emerging nation-
states of Southeast Asia were interchangeable pieces on the chessboard of Cold
War geo-politics and the major concern was with their stability and their role in
the wider effort to contain communism. At the same time, the future of the
colonies in Southeast Asia had a direct influence on the security and economic
reconstruction of Britain, France and the Netherlands and the need for them to
play a full role in the Cold War alliance arrangements being set up in Western
Europe. In the case of the Dutch in Southeast Asia, by late 1948 they controlled
most of their former territory including all the main urban centers, while Sukarno
(who had been declared president of an independent Indonesia in 1945) and
other leading Indonesian nationalists had been detained. However, the Dutch still
faced highly localized popular military resistance, especially on Sumatra and
Java. This, combined with Dutch war-weariness, and strong US diplomatic and
financial pressure, led to a breakthrough at the end of 1949, and the government
of the Netherlands capitulated and formally transferred power to the independent
United States of Indonesia.41 In the interests of wider geo-politics, meanwhile,
Washington was more willing to support the French effort to retain control in
Indochina against a nationalist movement led by Ho Chi Minh that was more
identifiably communist in its orientation. The US was also was more than willing
to let the colonial authorities in British Malaya set the pace of decolonization.42

By 1950 the communist insurgency in British-ruled Malaya (the Federation of
Malaya after 1948) had grown in significance; however, as we have seen the
Korean War indirectly facilitated a major improvement in the colonial
government’s counter-insurgency efforts. Ultimately, the Korean War was a
turning point for the British colonial government’s counter-insurgency campaign
against the Malayan Communist Party (MCP) and contributed directly to the
expansion and deepening of social and economic infrastructure, and of the newly
independent government’s capabilities generally.43 As discussed in chapter 3, the
apparent success of the British colonial authorities against the Malayan
communists by the second half of the 1950s (along with what was also
understood to have been a counter-insurgency success in the Philippines)
influenced the illfated US counter-insurgency and nation-building effort in South
Vietnam in the late 1950s and early 1960s.44 At the beginning of the 1950s
Washington’s assistance to France’s embattled attempt to hold on to Indochina
emerged as the focal point of the wider US commitment to challenge communism
in Southeast Asia. Up to the end of 1950 the US had already disbursed at least US
$133 million to the French colonial authorities for their war effort. This figure
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was dwarfed by US$316.5 million in military supplies scheduled to be provided
for the 1951 fiscal year. US assistance went on by late 1952 to make up 40
percent of the overall cost of the French government’s war effort in Indochina,
while by the beginning of 1954 the US contribution had risen to 80 percent. In
February 1955, following the dramatic military defeat of the French at Dien Bien
Phu in May 1954, the US presided over the establishment of the South-East Asia
Treaty Organization (SEATO) which was comprised of the governments of the
United States, Australia, New Zealand, Britain, France, Pakistan, Thailand and
the Philippines. A number of military exercises were arranged and conducted
under the auspices of SEATO, but the organization never assumed an active
military role even at the height of the Vietnam War. SEATO, with its
headquarters in Bangkok, nevertheless symbolized the formalization of the US
commitment to Southeast Asia, at a time when the Eisenhower administration
had embarked on an increasingly costly attempt to help establish a stable non-
communist nation-state in the southern part of Vietnam. For Eisenhower, and for
his immediate successor (John F.Kennedy), the regime of Ngo Dinh Diem (1955–
1963) was to be a “showcase for democracy” and the site for a definitive nation-
building effort that would make clear the pre-eminence of North American
institutions and values.45

As discussed in chapter 1, the growing geo-political importance of Southeast
Asia intersected with the inauguration of the Colombo Plan For Cooperative
Economic Development in Asia and the Pacific. Set up in 1951, following the
Colombo Conference (held in the capital of Ceylon, renamed Sri Lanka in 1972)
in January 1950, it sought to promote alternative development strategies to those
being advanced by the communist parties of the region.46 While the US did not
send a delegation to the original conference, Washington had joined by 1951. At
the conference in Colombo at the beginning of 1950 the British government
sought to ensure that the emphasis was on economic development, technical
assistance and a regional approach, which it thought would distract attention from
the different, and even opposing, political positions of the governments in
attendance, not to mention the communist parties in the region. The delegates to
the conference eventually reached unanimous agreement in support of a draft
resolution that called on the Commonwealth governments to provide whatever
technical and financial aid they could to the governments of South and Southeast
Asia. This was to take place via existing organizations and newly established
bilateral arrangements. The actual implementation of various initiatives was the
work of the Colombo Plan Secretariat and the Secretary-General of the Colombo
Plan. At the outset it was agreed that the member governments of the
Commonwealth in Asia should produce development plans for the six-year
period from July 1 1950 to June 30 1956, and that invitations to participate in the
Colombo initiative should be extended to other governments in the region. By
1957, 1,500 students had gone to Britain for training and education under the
Colombo Plan, while 600 went to Canada, 375 to New Zealand and 4,000 to
Australia. The Plan also involved the facilitation of public investment and
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infrastructure projects.47 By the second half of the 1950s, the Asian governments
that were members of the Colombo Plan had expanded from Ceylon, Pakistan
and India to encompass Burma, Cambodia, Indonesia, Laos, Nepal, the
Philippines, Thailand and South Vietnam.48

Of course, in Southeast Asia, South Vietnam increasingly emerged as the main
focus of US policy in the region. Between 1954 and the end of Eisenhower’s
presidency at the beginning of 1961, his administration disbursed over US$2
billion worth of military and economic aid to the government of South Vietnam.
As the 1960s began the Diem regime was the fifth highest recipient of US
foreign aid worldwide (and it was the third highest recipient—after South Korea
and Taiwan—amongst non-NATO countries). When Kennedy entered the White
House in 1961, over 1,500 US citizens were already based in Saigon, employed
in various public administration posts or serving with the Military Assistance and
Advisory Group (MAAG), which advised and trained the Army of the Republic
of Vietnam (ARVN). By the time of the new president’s inauguration, Saigon
had also become the site of the headquarters of the biggest US economic aid
program in the world.49 Meanwhile, US-based foundations and North American
universities (most prominently Michigan State University which was involved in
the training of public administrators and police for the Diem government) were
also participating in the burgeoning nation-building effort in South Vietnam.50

As suggested previously, although the experience of nation-building in Japan,
South Korea and Taiwan loomed over South Vietnam, by the mid-1950s the role
of land reform, which is often seen as central to the success of those earlier
efforts, had been marginalized or reoriented. From the outset, the Diem regime in
South Vietnam was closely identified with large landowners. His vice-president,
Nguyen Ngoc Tho, was one of the most powerful landowners in the Mekong
Delta, while other members of his government were also major landlords,
including the head of the Land Reform ministry. This, combined with the US
shift away from any serious commitment to reformism (especially land reform),
dramatically undermined any potential appeal the Diem regime would have had
for the peasantry and hobbled all subsequent reform and nation-building efforts
in South Vietnam.51

With the US build-up in South Vietnam there were important economic
benefits for Washington’s allies in Asia. In the same way that the Korean War
represented an important turning point for Japan’s post-war economic take-off,
the Vietnam War was a major turning point for South Korea and Taiwan. US aid
to South Korea and Taiwan went up at the end of the 1950s and early 1960s.
Taiwan’s economy also benefited from major US purchases of industrial and
agricultural products, the repairing of US equipment at bases in Taiwan and the
clearly mixed benefits of providing “rest and recreation” for US soldiers.
Taiwanese companies received major contracts for work in Vietnam, while South
Korean chaebol (jaebol), such as Hyundai and Daewoo, also gained major war-
related construction contracts. The South Korean role in the Vietnam War was
more direct than Taiwan’s. Over 300,000 ROK troops had served in Vietnam by
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the time the US pulled out. On a per capita basis this level of involvement was
higher than the US participation rate. The US paid for the wages and equipment
for these troops. Although the sum of over US$1 billion that the Korean
government received directly for its participation in the Vietnam War may have
been relatively insignificant for the US, according to Meredith Woo-Cumings it
“went a long way to finance Korea’s take-off”.52 In the case of Japan, the
Vietnam War was also an important economic turning point, pulling Japanese
industry out of a slump it had entered in 1965. The deepening of the war in
Southeast Asia lifted profits for major Japanese companies by more than US$1
billion annually between 1966 and 1971. It also directed funds to a number of
crucial “infant export industries” and facilitated increased access to both North
American and Southeast Asian markets for Japanese manufactures.53

With the escalation of US involvement in Southeast Asia in the 1960s, trade
between Singapore and South Vietnam, particularly in petroleum products,
increased precipitously, going from US$21.5 million to US$146 million between
1964 and 1969.54 This reflected the wider rise in the tropical city-state’s entrepot
trade. And, like Taiwan, Singapore and Hong Kong, and especially
Thailand, experienced the mixed benefits that flowed from the provision of “rest
and recreation” for the large number of US soldiers stationed in Southeast Asia.
Thailand’s role in the “rest and recreation” economy was directly linked to its
position as a major staging area for the war in Vietnam.55 In fact, since the
mid-1950s, geo-politicians in Washington had viewed Thailand as a key domino
in the wider effort to contain communism in Southeast Asia. US military aid
augmented the capabilities of the Thai state under military stewardship. US aid
and the security imperatives of the Cold War led to a dramatic improvement in
the country’s communication and transportation networks. As US involvement in
Vietnam intensified, there was a dramatic increase in US spending on everything
from the building and operation of US military and airforce bases to the rest and
recreation activities of US personnel. The total amount of US warrelated
spending in Thailand went from about US$27 million dollars in 1963 to US$318
million dollars by 1968. This is thought to be have been the equivalent of over 8.
5 percent of the country’s GNP. From the mid-1950s to the mid-1970s, US
expenditures in Thailand totalled at least US$3.5 billion, much of it at the height
of the Vietnam War. This Cold War foundation was a critical factor in what
became known as the Thai boom.56

By the end of the 1960s, there was a massive US presence in Vietnam and
Southeast Asia. At its peak, in January 31 1969, the number of US personnel
stationed in South Vietnam was 542,400. Nevertheless, US hegemony in
Southeast Asia and beyond was increasingly constrained by the limits on its
military effort to build a stable and modern South Vietnam.57 In the wake of the
Tet Offensive, by which time the NLF had broken the power of the large
landowners in most areas of South Vietnam, the US approach shifted to a more
reformist land reform policy against the backdrop of impending military defeat.
This led to the “Land-to-the-Tiller” Program, which began to be implemented in
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late 1970. On paper this program resembled the land reform programs that the
US had supported in Japan, South Korea and Taiwan some twenty years earlier;
however, in the context of the war-torn countryside its implementation was very
uneven. With an increasingly corrupt political system in the south, landlords
easily found ways around the reform process, while elsewhere the NLF had
already won the battle for “hearts and minds”.58 By the end of the Vietnam War
the number of US personnel killed totalled more than 50,000, while the military
and civilian casualties amongst the Vietnamese population numbered in the
millions.

The failure of US nation-building efforts in South Vietnam certainly can be
attributed, in part, to major differences in approach compared to Northeast Asia.
There were also important contextual differences related to the French colonial
legacy on the one hand and the Japanese colonial legacy on the other. Although
the US-led modernization project of the Cold War era provided the overall
framework for the rise of authoritarian developmental states, US hegemony clearly
needs to be seen as a necessary rather than a sufficient condition for successful
national development along capitalist and industrial lines in Asia. For example,
the Philippines was also a major Cold War ally of the US and, as already noted,
it was seen to have the best economic prospects of virtually any nation-state in
Southeast Asia in the 1950s. However, it never received the levels of aid and
support that went to South Korea and Taiwan, nor were New Dealstyle land
reforms ever tried in the Philippines. By the 1970s, the Philippines had
succumbed to the increasingly predatory ministrations of Ferdinand Marcos
(1965–1986), a long-time client of Washington, who was eventually ousted by a
broad-based populist revolt in 1986.59 Every government since independence in
1946, including Marcos and his successors, has promised to implement land
reform, but none has ever delivered. In the 1990s the Philippine Congress, a
body that continues to be dominated by large landowners, suspended all
proposed land reforms until 2020 on the distinctly Orwellian grounds that the
implementation of land reform would act as a brake on industrial development.60

By the late 1960s, then, the US-led modernization project had reached its
limits and these limits were most obviously apparent in Washington’s failure in
South Vietnam, despite a massive military and economic commitment over
almost two decades. In broader diplomatic terms the limits of US hegemony in
the region were reflected in Washington’s inability to even gain or retain more
widespread multilateral support for its involvement in Vietnam. SEATO, for
example, was disabled from the outset by internal differences and an absence of
any underlying strategic interest around which its members could unite. The
government of Pakistan began to drift away at an early stage because of a lack of
support for its conflict with India. Pakistan eventually withdrew from SEATO in
November 1972. The French government was clearly against the escalation of
US military involvement in Vietnam in the 1960s, while the British government
failed to provide any real military support for that conflict. In fact, in July 1967
Britain formally announced its military disengagement from affairs to the east of

250 THE TRANSFORMATION OF ASIA



Suez. Other SEATO members, such as the Australian, Thai and Filipino
governments, did send troops to South Vietnam, but this was not done under the
umbrella of SEATO. The treaty organization was further weakened by the Nixon
administration’s historic rapprochement with China in early 1972. With the
waning of the Vietnam War (particularly after the Paris Peace Agreements of
January 1973) SEATO lost any vestige of relevance and its military structures
were abolished in February 1974. The organization as a whole was disbanded on
June 30 1977.61

The Indonesian trajectory and the transformation of Asia I:
1945–1965

The rise of an authoritarian and ostensibly developmental state in Indonesia
under General Suharto (1965–1998) also needs to be located in the wider context
of decolonization and the Cold War.62 By the early 1990s Suharto’s New Order
was regarded by the World Bank as one of the eight High Performing Asian
Economies (HPAEs).63 In 1996, Hal Hill, an influential Australian-based
economist, characterized Indonesia as Southeast Asia’s Emerging Giant.64

However, the Asian crisis in 1997–1998 precipitated a major political crisis that
led to the resignation of Suharto. Subsequent governments have restored a
modicum of stability; however, the sprawling archipelago continues to be
characterized by an ongoing economic and social crisis that has profound
implications for the future of Indonesia and for the region.65 Suharto’s New
Order state as it was consolidated in the 1960s and early 1970s followed on from
two decades of national independence under Sukarno (1945–1965). Independent
Indonesia generally and Suharto’s New Order more specifically was the
immediate successor to the complex historical amalgam that was the Dutch
colonial state. East Timor aside, Indonesia continues to lay claim to the former
Dutch colonial boundaries as they were consolidated by the beginning of the
twentieth century.66 Apart from the same boundaries, the historic connection
between the New Order and the colonial era is apparent in socio-ethnic terms
insofar as the Javanese priyayi (the hereditary petty aristocracy of Java)
continued to reproduce itself and play a central role in the bureaucratic (and
military) structures of the modern Indonesia state. This flowed from the history of
Dutch colonialism and the overall character of the archipelago’s pre-colonial
social formations. Even before the Dutch conquest Java was heavily populated,
agriculturally significant and a regional power center. In the context of Dutch
colonial expansion the petty aristocracy of Java was transformed into a
bureaucratic elite and incorporated into the colonial state apparatus.67 Already
well entrenched in the colonial system, the priyayi benefited the most from the
expansion of the colonial education system at the end of the nineteenth century.
As a result the Javanese elite took up most of the administrative jobs in the
growing colonial state at the same time as a number of the early Dutch-educated
leaders of the Indonesian nationalist movement also came from priyayi
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backgrounds. In this period the number of priyayi grew dramatically, through
both birth and recruitment, as they reproduced and consolidated themselves as a
relatively distinctive social class. While the priyayi dominated the lower and
middle ranks of the Dutch colonial state, their influence was much weaker in the
emerging nationalist movement. Anticolonial nationalism did not take hold in the
Netherlands East Indies until the early twentieth century, but throughout the
colonial period local and regional rebellions and acts of resistance had shaped the
wider historical trajectory in important ways.68 However, they rarely threatened
Dutch colonial rule as a whole. Even the emergent nationalist movement of the
1920s, over which the colony’s nascent labor movement and the Indonesian
Communist Party (PKI) exercised considerable influence, was unable to
overcome the myriad forms of accommodation and co-optation or the repressive
capacity, deployed by an increasingly powerful colonial state.69

In 1934, by which time urban intellectuals dominated the nationalist movement,
Sukarno (who would become independent Indonesia’s first president) and many
other major nationalist leaders were banished to remote islands where they
languished until the Japanese invasion in 1942. The Japanese advance into
Southeast Asia dealt a blow to European colonialism in Asia generally, while their
occupation of the Netherlands East Indies led to the release and
encouragement of the gaoled nationalist leaders. The Japanese gave Sukarno and
Hatta, as well as other Indonesian nationalists, important opportunities in the
form of various mass-based political organizations to reach out to the people in
the rural areas. The Japanese army also set up auxiliary armies in Sumatra, Java
and Bali, using local officers, thus providing the nationalists with a future source
of military power. They encouraged greater use of bahasa Indonesia as a national
language as well as providing jobs in the bureaucracy for an increased number of
“Indonesians” (the use of the term Indonesia to describe the Dutch colony was
first taken up in the early 1920s by young legal students in the Netherlands who
derived the word from anthropology courses at Leiden University). On the eve of
Japanese defeat, Sukarno, Hatta and the Japanese high command for Southeast
Asia promulgated a plan that laid the groundwork for an independent republic of
Indonesia. On August 17 1945, just after the Japanese surrender, Indonesia
declared its independence. While the new government, with Sukarno as the first
President and Hatta as Vice-President, received wide support from many
important political sectors of the new nation, what followed was a four-year
battle for control of the archipelago.70

Between 1945 and 1949 there were two states effectively operating in what
remained of the Dutch colony: the apparatus of the new republic and the Dutch
colonial administration.71 By the end of 1948 most of the former colonial
administration was in Dutch hands as were all the main urban centers, while
Sukarno, Hatta and other leading nationalists had been detained. At the same
time, the Dutch still faced highly localized popular military resistance, especially
on Sumatra and Java. This, combined with strong US diplomatic and financial
pressure and Dutch war-weariness, led to a breakthrough at the end of 1949 at
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which time the Netherlands formally transferred power to the independent
United States of Indonesia.72 By 1950 the initial decentralized federal system had
been replaced by a unitary republic that fell much more under direct Javanese
control. Between 1950 and 1957 this fragile entity (fragile as a state and as a
nation) was governed by a number of elected administrations that sought to
stabilize and unify the archipelago and reintegrate a state structure, the
“collective memory” of which kept the pre-1949 struggles alive. The overall
coherence of the state was also undermined by the way successive
administrations dramatically expanded the size of the civil service along
patronage lines. At the same time between 1950 and 1957 all governments were
coalition administrations, further facilitating departmental fragmentation.73 From
1950 to 1957 the Indonesian state sought (under the overall supervision of
Sukarno) to escape the economic structures of Dutch colonial rule via the
encouragement of pribumi (indigenous, that is non-Chinese) capitalists. By the
second half of the. 1950s, as the republic lurched towards the populist
authoritarianism that Sukarno called Guided Democracy, it was apparent that
pribumi capitalists were unable to compete effectively with Dutch and other
foreign corporations, not to mention the powerful Indonesian-Chinese business
groups. Many of the new pribumi capitalists increasingly cooperated with
established Indonesian-Chinese businesses, with the former providing the
political linkages rather than anything resembling business acumen. As of 1957,
at least 70 percent of the plantation agriculture on Sumatra and Java remained
foreign-controlled, while 19 percent was Indonesian-Chinese owned and
operated. In most instances where foreign capital had left Indonesia it was
Indonesian-Chinese capital that had taken its place. At the same time, very little
expansion of the industrial sector had occurred, and the share of the GDP that
flowed from manufacturing actually fell from 12 percent in 1953 to 11 percent in
1958.74 Between independence and the late 1950s a series of increasingly weak
coalition governments grappled unsuccessfully with the new nations economic
problems, while military and civilian officials increasingly sought to mesh their
political dominance with wider social and economic power.75

By 1957 Indonesia had clearly turned to an “intensified nationalist strategy”
which involved increased state intervention to restructure the economy and the
take-over of a great deal of Dutch-owned property. At this point, more than 90
percent of the productive plantation sector, 60 percent of the previously foreign
controlled export trade, along with almost 250 factories, numerous banks and
mining companies, not to mention shipping businesses and various service
industries, came under the direct control of the Indonesian state. By the second
half of the 1950s the central government was also confronting serious rebellions
in the Outer Islands, which were often colored by ethno-religious opposition to
Javanese dominance. By the early 1960s, although the Outer Islands rebellions
had been contained, they had resulted in further increases in power for the
Indonesian Army (ABRI) and the enhancement of their ability to stifle political
opposition under the umbrella of Sukarno’s Guided Democracy. With important
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implications for the emergence of the New Order in 1965, ABRI also assumed a
dramatically expanded economic role with direct control of large sectors of the
economy after 1957. In the specific context of the expansion and deepening of its
commitment to the politico-economic management of Indonesia under Sukarno,
reflected in the promulgation of dwifungsi in 1958, by the early 1960s the
Indonesian military had become central to the process of national unification and
state-building. Dwifungsi, dual function, is an explicit enunciation that the
military has a socio-political as well as a military role to play in Indonesia.76

Apart from the military, Sukarno’s Guided Democracy rested on a complex web
of political alliances that revolved around the nationalist party (PNI), the PKI and
a major Muslim party. He played these parties off against each other, at the same
time as he pitted the mainly anti-communist military against the PKI. Guided
Democracy (underpinned by Sukarno’s strident anti-Western nationalism and
idiosyncratic socialism) represented an explicitly state-led attempt at capitalist
development. The Indonesian state directed earnings from the primary export
sector into the primarily state-owned and operated manufacturing sector. Export
earnings were also directed towards public works, health, food production,
education and transportation, not to mention as payment on foreign debts. At the
same time the state sought to attract new foreign loans in an effort to further
expand the country’s industrial base and its infrastructure. By the early 1960s,
however, stagnation and decline in the sugar and rubber sectors, combined with
falling commodity prices, had resulted in a shortage of funds and a serious
balance of payments problem. Furthermore, the nationalization of large parts of
the economy had done little to attract foreign investment. By the first half of the
1960s Indonesia’s economy was on the brink of collapse. Inflation was hitting
600 percent annually, foreign debt was climbing rapidly and statistics on income
and food intake per capita rivalled some of the poorest countries in the world.77

At the same time Sukarno had become very ill by mid-1964. By early 1965 it
was increasingly apparent that the country’s fragile power structure was in crisis
and rumours of military coups and/or a PKI-led putsch became regular
occurrences. The sequence of events during the fateful years of 1965 and 1966 is
complex and many aspects are hotly debated. Contrary to the official version,
which lays the blame at the door of the PKI, it appears that an attempt by a
general in the Palace Guard to seize power on September 30 1965, ostensibly to
pre-empt an expected coup against Sukarno, sparked off a series of events,
driven by the splits in the military, which led to the marginalization of Sukarno
and the effective elimination of the PKI. Although Sukarno was nominally still
in charge in late 1965, the Indonesian military, with US military aid and CIA
support, and the direct participation of a host of paramilitary Muslim youth
groups, turned on the PKI and its supporters, in what the US ambassador described
at the time as “wholesale killings”. By mid-1966 the CIA and the State
Department were estimating that anywhere between 250,000 and 500,000 alleged
PKI members had been killed (in mid-1965 the PKI was reckoned to have 3
million members as well as 12 million people in associated organizations). Other
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estimates put the figure at over a million, and some estimates range as high as 1.5
million dead. The official Indonesian figures released in the mid-1970s were 450,
000 to 500,000 dead. At the same time at least 200,000 people were imprisoned
with about 55,000 of them still in jail a decade later.78 It was out of the
bloodshed, crisis and turmoil of the mid-1960s that the New Order emerged.

The Indonesian trajectory and the transformation of Asia II:
1965–1997

The bloody foundation of Suharto’s New Order in the mid-1960s coincided with
the deepening of the US presence in the region at the same time as it marked a
restoration of conservative social forces in Indonesia which had been partially
marginalized during the early national period under Sukarno. At the outset, the
official interpretation of the ousting of Sukarno and the violent transition of
1965–1966 became a key element in the state-centered discourse on the communist
threat. It was instrumental to the social reorganization of the New Order around a
version of Indonesian nationalism grounded in anti-communism and a complex
mix of politico-cultural ideas that emphasized the relevance of “Eastern” and
“Indonesian” traditions, in contrast to unsuitable “Western” ideas such as
Marxism and liberalism.79 The vision of the Indonesian nation as an “Eastern”
polity in which liberalism and Marxism were inappropriate and irrelevant
was reinforced by the dramatic deepening of military involvement in the political
system, the economy and in society.80 Meanwhile, Suharto’s elimination of the
Partai Komunis Indonesia (Communist Party of Indonesia—PKI), and his
regime’s anti-communist credentials, ensured that the US and its allies quickly
embarked on the reincorporation of Indonesia into the US-centered regional
order. This included generous quantities of aid and a considerable amount of
debt rescheduling. Under the guidance of a group of US-trained technocrats—the
socalled Berkeley Mafia—the New Order solicited foreign investment,
particularly from the US and Japan. From the mid-1960s, until at least the early
1980s, the New Order regime pursued an import-substitution industrialization
(ISI) strategy financed by growing foreign investment, as well as by foreign aid
and some domestic investment. Until the mid-1970s, Suharto was indebted to the
US-backed international agencies particularly, and a range of foreign investors
more generally; however, the dramatic increase in oil prices in the 1970s
provided the New Order with the means to move to a far more state-centered
approach to capitalist development. This trend was short-lived, however, and the
decline in oil prices in the 1980s resulted in increasing debt and a decreased
capacity on the part of the state to facilitate local capital accumulation, while
greater use of foreign loans and foreign aid led to greater leverage on the part of
the World Bank, the IMF and foreign investors. By the second half of the 1980s,
important liberalizing reforms, centered on a turn to export-oriented
industrialization (EOI), were underway. This shift in economic policy facilitated
an increase in the influx of foreign capital in the late 1980s, much of it from
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Japan (as well as South Korea and Taiwan), and the rapid rise of an export-
industry sector, especially on Java.81

With the deepening of the authoritarian structures of the Indonesian state by
the 1970s, the New Order increasingly sought to rework and entrench Pancasila
(the five principles of belief in one God, humanitarianism, nationalism, consensus,
democracy and social justice which had first been promulgated in 1945 as the
philosophical basis for an independent Indonesia) as a national ideology. While
the impact of Pancasila ideology should not be exaggerated, insofar as many
Indonesians were clearly aware of its contradictions long before Suharto stepped
down in early 1998, it has acted as a powerful complement to the more overtly
coercive aspects of state power and helped to constrain political debate in
Indonesia for many years.82 By 1975, the New Order rested on a comprehensive
surveillance and security network and a narrow and tightly controlled political
system that had eliminated or completely reorganized the country’s political
parties. This was complemented by a large and growing state bureaucracy, linked
from top to bottom to the military and centered on President Suharto himself,
who had an overwhelming range of patronage and control mechanisms at his
disposal. In the case of labor, for example, a state-sanctioned and corporatist trade
union body was set up, while the ideas on which it was grounded were
increasingly infused with Pancasila ideology. Along with the denial of the right
to independent organization, workers in New Order Indonesia were generally
denied the right to strike. In 1974 Pancasila Industrial Relations (HIP—
Hubungan Industrial Pancasila) was promulgated. This served to legitimate
widespread state intervention, at the same time as it nullified the legitimacy of
strike action via its emphasis on familial and harmonious relations between labor,
capital and the state. The military also played an important role i in the trade
unions and labor relations (not least being the practice of retired army officers
taking up positions in the official trade union movement).83 While the
importance of loyalty to the New Order was increasingly mediated through state-
defined ideas about Pancasila, against the backdrop of an image of the
Indonesian nation as a united and harmonious family (with Suharto as the
father), a related aspect was the production of a powerful Indonesian
development (pembangunan) discourse, which exhorted Indonesians to work
together to develop the nation and bring about economic take-off, under the
leadership of Suharto, the “father of development” (Bapak Pembangunan).84

As far as his own children were concerned, Suharto was an exemplary “father
of development”, and the president’s offspring took up a direct and increasingly
dominant role in commerce. When the Asian financial crisis began in mid-1997
it acted as a major catalyst for a looming social and political crisis centered on
the rent-seeking and corruption of the Suharto family itself.85 By early 1998 the
Indonesian economy was on the verge of hyperinflation as unemployment
escalated. Then, in May 1998, major student protests broke out, demanding
Suharto’s resignation. However, the transfer of power to Suharto’s vice-
president and protégé, B.J.Habibie, was met with more political unrest. His
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administration failed to restore economic stability while, in the context of rising
inequality, social and ethnic cleavages were exacerbated. Estimates of the
increased poverty levels by the end of 1998 and 1999 varied widely. The ILO
calculated that the percentage of the Indonesian population living in poverty went
from 48.2 to 66.3 percent of the population between December 1998 and
December 1999, while a second set of estimates concluded that 20 percent of the
population was living in poverty by the latter part of 1998, up from around 10
percent before the crisis.86 Elections in June 1999 brought Abdurrahman Wahid
to the presidency, followed by his replacement, in July 2001, by his vice-
president, Megawati Sukarnoputri. Wahid’s presidency was increasingly
characterized by inconsistency and a lack of transparency at the same time as the
end of Suharto’s New Order quickly invigorated secessionist movements in
various parts of Indonesia. Less than two years after Suharto’s resignation in
May 1998, East Timor had already achieved independence as a new nation-state.
Meanwhile, secessionist movements in Aceh and Irian Jaya (Papua) have grown
dramatically since the end of the Suharto era. The rise of these secessionist
movements is grounded in the dynamics of state-guided national development of
the Cold War era. More specifically, the secessionist movements were
strengthened, to a considerable extent, by the brutal and inequitable way in
which Suharto’s New Order state pursued national development.87

The post-Suharto state also appears to be inclined to resort to military force to
retain the territorial unity of Indonesia. The history of the New Order era
suggests that this will only encourage and strengthen secessionist sentiment,
aggravating the crisis of the Indonesian nation-state. Since assuming the
presi dency in 2001, Megawati, as “mother of the nation”, has sought to map out
a comforting and secure vision of the future in the context of political instability
and economic decline. Her brand of populist nationalism lends itself to both an
authoritarian style of politics and a potential commitment to neo-liberal austerity.88

In fact, a more authoritarian political style may also provide comfort to IMF
officials, who expressed concern, in the context of the end of the Suharto era, that
“too much” democracy could be a potential threat to liberal economic reform.89

Certainly, Megawati’s government has continued to receive considerable support
from the IMF In early 2002, the Paris Club, with IMF support, agreed to a
generous rescheduling of over US$5 billion in Indonesian government debt
which involved the suspension of payments on the principal and the interest until
the end of 2003.90 But, while she appointed a wellregarded team of ministers to
manage the economy and has clearly ushered in much improved relations with
the IMF, the prognosis for the Indonesian economy is not good.91 At the same
time, the US-led “war on terrorism”, although focused on the Middle East and
Central Asia, has serious implications for the complex political dynamics in
Indonesia, given its status as the largest Muslim nation in the world. The new
global “war on terrorism” is already strengthening the military’s position in
Indonesia, while the small but active radical Islamic groups in the country draw
attention to the various destabilizing ways the global confrontation could be
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played out in Indonesia and Southeast Asia more generally. For example, the
implications for the secessionist struggle in Aceh, given its radical Islamic tone,
could be significant.92 In the wake of September 11 2001, and the Bali bombings
of October 12 2002, there is little doubt that Megawati’s government is intent on
maintaining “national unity” via centralized political and military means and has
embarked on various efforts to strengthen its relationship with, and the position
of the military in the wider political system, following a certain amount of
downgrading of its position in the immediate post-Suharto era.93

Conclusion: the communist challenge and the changing
global order

This chapter has examined the history of the Cold War to draw out the way in
which it provided the overall context for the consolidation and deepening of
capitalism in Asia after 1945. In particular it has been emphasized that the Cold
War and US geo-political and economic strategies played an important role in
the rise and overall character of authoritarian state-guided national development
projects in Asia. Furthermore, the Cold War framework placed significant limits
on the sovereignty of all nation-states in the region. In Asia, the nation-states that
emerged from decolonization and became allies/clients of the US had relative
autonomy in relation to “national” affairs, but there were often serious
constraints on any initiatives that were seen as relating directly or indirectly to
US geo-political concerns and wider international arrangements. This was
exemplified by the fact that, unlike US relations with its allies/clients in Western
Europe, Washington relied far more heavily on bilateral defense treaties and
agreements in Asia. Meanwhile, the growing pressures on state-guided national
development—as discussed in detail in relation to South Korea and Indonesia—
against the backdrop of the shift in the 1970s from the US-led modernization
project to the globalization project resulted in significant national reorientation
and the waning of the authoritarian developmental state in South Korea in the
1980s. Indonesia, despite the anticipation by the mid-1990s on the part of some
economists that it was the “emerging giant” of Southeast Asia, had entered into a
widening crisis by 1997 that not only parallelled the dramatic process of national
reorientation that was taking place in South Korea—setting aside the important
and unresolved question of the future of North Korea and the prospects for and
impact of reunification with the south—but also involves increasing conflict over
the territorial boundaries of the nation-state itself. The wider context for the
growing pressure on state-guided national development in South Korea and
Indonesia was the major reorientation of the geo-political economy of the Cold
War that was taking place by the 1970s. It is to this trend and the wider
transformation of Asia between the 1970s and the 1990s that we now turn.
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9
The Asian challenge and the changing global

order

The transformation of Asia between the 1940s and the 1970s had an important
relationship to the reorientation of US hegemony in the late 1960s and early
1970s. At the same time, as in the rest of the world, the subsequent overall
direction of the national trajectories in the region was profoundly affected by the
changes in the political economy of the Cold War in this period. In fact, for some
observers, the Nixon administration’s dramatic geo-political shifts in the 1970s
were of greater significance in Asia than the end of the Cold War in 1989.
Nevertheless, the demise of the Soviet Union was also an important turning point
in the region—it altered the dynamics of the US-China relationship, while the
post-Cold War era also saw increased friction in Washington’s relationship with
Tokyo around economic questions and around renewed efforts by Washington to
promote neo-liberalism in the region. This latter trend came to a head with the
Asian crisis in 1997–1998. The crisis facilitated US efforts to wind back state-
guided national development as it had emerged in various forms in Asia. At the
same time the Asian financial crisis weakened post-Cold War forms of inclusive
regionalism, like the Asia Pacific Economic Cooperation forum (APEC), in
favor of the possible invigoration of exclusive Pan-Asian regionalism long
advocated by the Prime Minister of Malaysia, Mahathir Mohamad. 1

This chapter focuses on the period from 1975 to the late 1990s, particularly the
post-Cold War era, although where required it looks at trends prior to 1975. It
begins by looking at Asia in the final decades of the Cold War with a focus on
the overall changes in this period. It then turns to the Japanese and Chinese
trajectories with an emphasis on the period since 1975. The second part of the
chapter turns to an examination of post-Cold War regional trends, particularly
inter-state struggles over economic and security issues and the countervailing
trend towards the strengthening of established, or the consolidation of new,
regional organizations. This is followed by a discussion of the Japanese and
Chinese trajectories in the post-Cold War era. These are particularly important
nation-states and their present circumstances and future directions have major
regional and global implications. The processes of national reorientation and
crisis in Japan and China are closely connected to the continued and/or i
increased potential for inter-state conflict and to a shift towards new or
reconfigured regional economic and political groupings of nation-states in Asia



and elsewhere. The passing, or dramatic weakening, of state-mediated national
development, ostensibly grounded in inclusive social goals (the record of which
was exceedingly uneven in Asia and elsewhere), has important implications for
inter-state conflict.

Reorientation I

Managing the Asian challenge I: Cold War Asia and the
changing global order

As emphasized in chapter 4, the immediate origins of the shift from national
development to globalization are to be found in the geo-political and economic
policies of President Richard Nixon (1969–1974). The reorientation of US
hegemony in this period, which paved the way for the rise of the globalization
project, has a particular significance in relation to East Asia, insofar as the
Vietnam War and US relations with China were central to the dramatic
reorientation in US policy in the early 1970s. At the beginning of 1969, Nixon
assumed the presidency with the promise that his administration would find an
“honourable solution” to the war in Southeast Asia. He outlined the Nixon
Doctrine, which centered on his ideas about a new US role in Asia and was
primarily aimed at avoiding direct US military intervention.2 In the 1970s
Washington sought to manage the numerous reformist and revolutionary
challenges to US hegemony in Asia and elsewhere, via increased reliance on
covert activities, military aid and unquestioning support for authoritarian
regimes. The Nixon Doctrine was explicitly aimed at avoiding another Vietnam;
however, it did little to alter a deeply rooted Cold War outlook (which saw the
Soviet Union as the major threat to US power). Central to Washington’s geo-
political shifts in the 1970s were US overtures to China leading to significantly
improved relations between Beijing and the US by the late 1970s.3

The Nixon administration’s decision to normalize relations with China in 1972
became known in Japan as the second “Nixon Shock” (the first “Nixon Shock”
was the end of the Bretton Woods arrangements the previous year). As this
formulation makes clear, the dramatic shift in US foreign policy towards China
came as a surprise to the Japanese government. In fact, Washington’s strategic
démarche fuelled resentment in Tokyo over the United States’ continuing lack of
consultation with its main ally in the region. In fact, by the late 1960s, as we
have seen, Washington had already become wary of Japan and West Germany’s
successful post-1945 exercises in state-guided national development, a factor
that contributed to the first “Nixon Shock”. But, despite the floating of the US
dollar and the suspension of its convertibility to gold, as well as a new 10
percent surcharge on all imports into the United States that led to the
Smithsonian Agreement and the re-valuation of the yen by 16.88 percent against
the dollar, the Japanese trade surplus with the United States continued to rise
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during the 1970s.4 At the same time, the “Nixon Shocks” weakened the position
of Prime Minister Sato Eisaku. In particular, he was a major proponent of closer
Japanese links to Taiwan, which had, of course, emerged over the preceding
decades as a key ally of Washington and a major geo-political counter-weight to
the People’s Republic of China (Taiwan occupied “China’s” permanent seat on
the UN Security Council until 1972). But the US-China rapprochement included
Washington’s recognition of the People’s Republic of China (PRC) rather than
Taiwan as the rightful occupant of the “Chinese” seat as a permanent member of
the UN Security Council. Following the Nixon administration’s dramatic tilt
towards Beijing, Sato resigned and his successor, Tanaka Kakuei, quickly sought
to shift Japan’s policy to take into account the reorientation of US policy toward
China, particularly the marginalization of Taiwan that had resulted. Following
meetings in Beijing, the Japanese government offered a formal apology to
Beijing for “acts of war against China”, and officially recognized the People’s
Republic as the legitimate government of China. Japan did not go so far as to
break off diplomatic relations with Taiwan, however, nor did Beijing insist that
it do so. Not surprisingly, the KMT government of Taiwan was less
understanding and it cut diplomatic relations with Japan. However, Taiwan relied
on investment and trade from Japan, and informal connections were retained,
while trade between Japan and Taiwan actually rose in the years after 1972.5

By the time of Washington’s geo-political and economic reo-orientation in the
1970s, the US had been eclipsed by Japan as Asia’s most significant source of
foreign aid and investment. Between the 1940s and the 1970s, the Japanese
government and Japan-based corporations, with US sponsorship, had gradually
re-built their linkages with Northeast and Southeast Asia.6 The growing regional
economic significance of Japan, against the backdrop of the country’s post-1945
economic boom, was complemented by renewed efforts on the part of Japanese
officials and commentators to encourage regional integration and the creation of
a “Pacific Community”. In Japan, visions of a Pacific community can be traced
to the end of the nineteenth century when Japanese intellectuals began to
anticipate a “Pacific Age” in global history.7 This was also connected to
celebratory accounts of Japan’s industrial rise and its emergence as a major
colonial power by the early twentieth century.8 However, it was the promulgation
of an “AsiaPacific policy” by the Japanese Foreign Ministry in late 1966 (in the
wake of the establishment earlier in the year of the Asian Development Bank
under the auspices of the Japanese government with support from the US) that is
seen to have signalled the start of Japan’s effort to build a regional trade
organization. Against the backdrop of its new Asia-Pacific policy the Japanese
government put forward a proposal for a “Pacific Free Trade Area”. This
represented an explicit reaction to the emergence of the European Economic
Community (EEC), now the European Union (EU). This initiative did not gain
widespread support, but it did ease the way for the creation of the Pacific Basin
Economic Council (PBEC) in April 1967, which is comprised of nationally
based business organizations. Meanwhile, at the beginning of 1968 a regional
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organization for economists, the Pacific Trade and Development Conference
(PAFTAD), had its first meeting in Tokyo.9 During the 1970s, the Japanese
government, with Australian support, floated the idea of a Pan-Pacific trade
organization made up of as many of the governments in the region as possible.
This led to the formation of the Pacific Economic Cooperation Conference
(PECC), later Council, which had its first meeting in Canberra in late 1980, and
included representatives from the US, Japan, Canada, Australia, New Zealand,
Korea, Malaysia, Thailand, Indonesia, Singapore and the Philippines. During the
1980s the governments of China, Taiwan, Brunei and the South Pacific Forum
also began sending delegates to the PECC. While the PECC brought together
academics, business and government officials, a key characteristic of its
operation was the unofficial role played by governments. Although the PECC
has produced a host of reports and recommendations over the years, they are not
binding.10

Meanwhile, as touched upon in chapter 8, following the lifting of a number of
restrictions on the export of capital in the late 1960s, foreign direct investment
(FDI) from Japan moved into manufacturing in Taiwan and South Korea and into
raw material extraction and shipment in Southeast Asia. By the first half of the
1970s, four times as much FDI was going to South Korea from Japan as from the
United States. From the mid-1970s to the mid-1980s, investment by Japanese
corporations in Northeast and Southeast Asia continued to increase at a steady
rate, as Japanese manufacturers continued to expand their activities in South
Korea, Taiwan, Singapore, Hong Kong and beyond, and corporations involved in
resource-extraction dramatically increased their involvement in Indonesia. Then,
within three years of the ratification of the Plaza Accord in September 1985—
which represented a successful Washington-led effort to wind back a growing
US trade deficit with Japan by getting the major G-5 central banks to increase the
value of the Japanese yen against the US dollar—the value of the yen in relation
to the dollar went from 238 to 128 percent. This encouraged a growing number of
Japanese corporations to move their operations offshore. Southeast Asia’s
proximity to Japan and the fact that the economic down-turn of the mid-1980s
had encouraged greater interest in attracting FDI on the part of governments in
Southeast Asia—along with the fact that Japanese corporations perceived
countries such as Thailand, Malaysia and Singapore to have the requisite
infrastructure and workforce, as well as generally stable and efficient
administration and a commitment to export-oriented industrialization—combined
to bring about a dramatic rise in the amount of Japanese investment flowing into
Southeast Asia in the second half of the 1980s. In the early 1980s Japanese
investment in the ASEAN nation-states was about US$900 million annually.
Following a slight drop, the figure rose to US$4.6 billion for 1989 and US$15
billion for the period from 1988–1991. While much of this FDI went initially to
the expansion of the electronics and industrial sectors in Thailand and Singapore,
Japanese manufacturers subsequently turned to Malaysia and Indonesia. South
Korean and Taiwan-based companies also expanded into Southeast Asia and
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coastal China in this period. In 1990 and 1991 Taiwanbased companies invested
more in Malaysia than their counterparts in Japan, while Hong Kong-based
investors also directed attention at Malaysia and Thailand, and of course
southern China.11

The rising Japanese investment in South Korea and Taiwan in the 1960s had
been bolstered by Japanese government aid.12 The subsequent arrival of a
growing number of Japanese investors in China and Southeast Asia in the 1970s
also coincided with the transfer from Tokyo of large quantities of development
aid into the region. In this period the governments of Thailand, the Philippines,
Malaysia and Indonesia were given approximately one-third of all Japanese
bilateral aid. In the wake of the dramatic rise of Japanese investment in
Southeast Asia, the total amount of Japanese aid going to the region also rose
dramatically going from US$914 million in 1986 to US$2.3 billion in 1990. For
China the figures were US$497 million in 1986 and US$832 million in 1989.13

The spread of Japanese corporations to South Korea and Taiwan, and
subsequently to Southeast Asia and China, resulted in the regionalization of
certain structural aspects of Japanese industry. It represented an attempt, which
was only ever partially realized, to build a “regional production alliance”, which
would mirror the domestic political economy of Japan, and was grounded in the
use of an array of flexible medium and small subcontractors.14 Trade within the
Asian region also increased dramatically For example, in 1986 the nation-states
of ASEAN exported US$15.2 billion worth of goods to Japan (13.75 percent of
these were manufactured goods), but by 1991 the figure was US$30.26 billion
(31.7 percent of which were manufactures).15 By the 1980s East Asia generally
had become a major site for the relocation of manufacturing, particularly from
Japan, but also from North America and Western Europe. This geographical
restructuring of the world economy was directly linked to the rise of the US-led
globalization project and the passing of the high period of national development
in North America, Western Europe and Japan.16 It was also linked, however, to
the countervailing trend towards selective industrial protectionism in the 1980s
aimed at curbing the expansion of Japanese manufactures into the markets of
North America and Western Europe. This latter trend led to the continued
deepening of economic and political ties between the various nation-states of
Asia and Japan.

The Japanese trajectory and the transformation of Asia:
1945–1989

As emphasized, the deepening of regional economic integration centered on
Japan was directly linked to the end of almost two decades of “high-speed”
economic growth and an important shift in the Japanese economy in the 1970s.
As we have seen in chapter 8, with the end of the US occupation of Japan in
1952 the foundations for a resurgent capitalist nation-state had been laid.
Between the mid-1950s and the early 1970s the Japanese economy boomed,
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growing at an average of 10 percent a year in the 1960s.17 In this period the
wider Cold War context interacted with practices and arrangements in Japan that
reinforced the post-war resurgence. Between the 1950s and the 1970s there was
an emphasis on austerity that facilitated the subordination of consumption to
production.18 This needs to be set against the backdrop of the complex
relationship between the dominant national narratives in Japan and the state-
directed national development project.19 The emphasis on austerity and the
imperatives of national reconstruction and development were closely linked to a
labor relations system that kept wages down and production up. While the
cooperative labor relations system that emerged in Japan in the 1950s is often
characterized as a “class compromise” between capital and labor, it was firmly
grounded in labor’s subordination to capital following the defeat of the militant
labor movement in the 1940s, a process that was facilitated by the United States.
Meanwhile, as we have seen, the reversal of Washington’s plans to dismantle
Japan’s pre-war zaibatsu ensured their reappearance alongside a number of new
conglomerates.20 Industrial production and foreign trade were actively promoted
by the Ministry of International Trade and Industry (MITI) and other
government agencies using interest rate subsidies and special tax rates to ensure
that capital, labor and raw materials went to conglomerates producing goods for
export. There was also a high degree of economic concentration in the Japanese
economy generally and in the export sector especially. In this period, ten very
large Japanese cartels presided over more than 50 percent of the total export
trade. At the end of the 1940s, Japanese exports had been almost non-existent,
rising by the beginning of the 1960s to 3.2 percent of all world exports in 1961
and reaching 10 percent by the mid-1980s. Up to the 1970s and beyond two key
aspects of the post-1945 global order facilitated the Japanese boom. First, Japanese
exports had relatively open access to world markets in the context of the wider
General Agreement on Tariffs and Trade (GATT). In this situation, Japanese
manufacturers targeted a small number of important markets selling
manufactured goods at prices only a little above and even, on occasion, the same
as the cost of production. At the same time, assured access to low priced
foodstuffs and raw materials, and particularly energy, was crucial to the boom up
to the 1970s. Furthermore, between 1945 and the beginning of the 1970s, the
prices for commodities remained very low in comparison to the prices for
manufactured goods.21

During much of the 1970s and 1980s Japan’s economy expanded at a rate of
about 4 percent per year.22 In this period, Japanese companies started to shift
their efforts towards technology-intensive production. As discussed earlier, the
labor-intensive industries, as well as iron and steel and shipbuilding, that had
been central to the 1950s and 1960s were often moved from Japan to elsewhere
in Asia (although they were still characterized by the involvement of and
ownership by Japanese companies). By the early 1980s, Japan was exporting
technology-intensive merchandise (computers, office machines,
telecommunications equipment and electrical goods) around the world.23 At the
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same time, the access to world markets and to inexpensive sources of raw
materials and energy that had grounded the country’s spectacular export-driven
industrial expansion came under a cloud in the 1970s. The dramatic rise in world
oil prices was a serious threat to a nation-state that had oil reserves. Also
threatening were the protectionist initiatives of the 1970s and the early 1980s
emanating from North America and Western Europe (that coincided ironically
with the rise of neo-liberalism). By the 1980s, the European Economic
Community (EEC, later the EU) had introduced selective barriers on Japanese
imports, while US-based producers of video equipment, televisions and
automobiles were able to exert pressure in Washington that resulted in the
Japanese government agreeing to “voluntary export restraints”. The Japanese
government sought to compensate by broadening and deepening the various
economic connections with the nation-states of Asia in particular (although Latin
America also became a growing focus of trade and investment from Japan). As
we have seen, the Japanese government increasingly directed large quantities of
foreign aid to key nation-states in Asia as part of a wider strategy to encourage
economic cooperation in the region. Japanese corporations followed Tokyo’s
lead as direct investments flowed into petroleum and mining in Southeast Asia
(and Australia) in an effort to secure access to fossil fuels and minerals and open
up new markets for Japanese manufactured goods to counter the possibility of
increased protectionism emanating from North America and Western Europe.
Japanese corporations also shifted labor-intensive manufacturing from Japan to a
number of nation-states in Asia where wages were considerably lower ensuring
access to markets for a variety of low-priced manufactures in the region and
beyond. During the 1980s the Japanese government sought, with some success,
to ameliorate the suspicions many people in the region still harbored as a result
of the brutality of Japanese empire-building in the lead up to, and during, the
Second World War. As we have also seen, a number of nation-states in Asia,
such as Malaysia, not only accepted Japan as a major source of investment and
trade, they viewed it as a state-led development model to be emulated.24

In Japan the 1980s is now described as the era of the “bubble economy”
(referring to the incredible asset price inflation of this period) during which the
Japanese government, in the view of some commentators, “lost control of the
economy”. Deregulation in the financial sector by the 1980s had permitted a
number of major Japanese corporations to alter the way in which they raised
funds. In the past Japanese companies had procured capital primarily by taking
out loans from banks; however, with the changes of the 1970s, they increasingly
raised funds by selling warrants and convertible bonds to investors. The
corporations then put some of the money raised this way into “high-yielding
financial assets” (these were often also high risk). At the same time, the banks
required new clients to fill the gap left by the decline in borrowing on the part of
the big corporations. This role was increasingly assumed by land investors,
which contributed to the dramatic inflation of real estate prices. The Japanese
government attempted, but failed, to curb this trend. The property boom was also
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aggravated by other developments. For example, the Japanese government had
begun running “budget deficits” in the mid-1960s to cover the rising cost of
various subsidies and its commitment-to-spending initiatives aimed at
stimulating economic growth. With the oil crisis of the 1970s this trend
increased. By the end of the 1970s the Japanese government had one of the
largest public debts of any government in the world. The Ministry of Finance
pushed for reduced government spending, especially on infrastructure, and for
tax increases. The government’s income from taxes also went up as a result of
the property boom, leading to declining public debt and budget surpluses. As the
government also became a less significant absorber of new loans, the banks
redoubled their loans to the real estate industry. Real estate and share prices
boomed and Japan-based investors became increasingly reckless in their
purchases of real estate and other trophy investments inside and outside of Japan.25

This trend was symbolized by the purchase of the Rockefeller Center in New
York by Mitsubishi Real Estate for US$850 million in the late 1980s. Not to
mention the 1989 purchase of Columbia Pictures by Sony for US$3.4 billion, and
the controlling interest in MCA acquired by Matsushita in 1990 at a cost of US
$6.59 billion. By the end of the 1980s it was calculated that one-third of all
commercial real estate in Los Angeles was owned by Japan-based investors.26

This was clearly the background for Michael Crichton’s novel, Rising Sun, and
the subsequent movie of the same name, which was set in Los Angeles and, as
discussed in chapter 6, embodied the crude racialized fears that Japan was
“invading” the United States.

The Chinese trajectory and the transformation of Asia: 1949–
1989

By the 1980s, meanwhile, China had become a major focus of economic activity
as it increasingly emerged as the new “workshop of the world” in contrast to
Japan’s assumption of the role of “banker to the world”. Coastal China in
particular began to experience a light-manufacturing boom that effectively
continues to this day. The earlier improvement in US-China relations had
increasingly coincided with important changes to the developmental orientation
of the CCP-state. The approach to development in China between 1949 and the
end of the Cold War has gone through a number of phases against the backdrop
of changes in Beijing’s relationships with the USSR and the United States. From
1949 to about 1960, the PRC was closely aligned with the USSR and this
coincided with the rise and fall of the PRC’s commitment to a technocratic Soviet-
style industrial development model. In this period, the CCP received a relatively
small amount of aid from the Soviet Union, although the aid and assistance was
important to the implementation of the Soviet model in China. Experts were
despatched from the Soviet Union to help with over 150 industrial and
infrastructure projects. Soviet financial assistance, meanwhile, amounted to about
US$430 million in loans and this money and technological assistance was central
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to the First Five-Year Plan (1953–1957), which sought to expand China’s
industrial base substantially from that already created during the KMT era. By
the second half of the 1950s many members of the Chinese leadership had started
to point to problems in the operation of the Soviet model in China. In particular,
they were concerned about low levels of agricultural growth and excessive
centralization. This was the context for the launch of the Great Leap Forward
(1958–1961). While the mobilization and decentralization in the countryside
involved in the Great Leap Forward represented a departure from the Soviet
Model, the Chinese Communist Party (CCP) continued to draw directly on Soviet
or Stalinist conceptions of planning and property ownership, contin uing to
direct their surplus to heavy industry, while emphasizing the importance of gross
output rather than productivity. Like Stalin’s regime in the 1930s, the Great Leap
Forward had a horrific impact on the peasantry—the unrelenting diversion of
resources to industry led to starvation in the countryside. The loss of life from
famine between 1958 and 1961 is now calculated to run upwards of 30 million
people.27 Even in the wake of the formal Sino-Soviet split in 1961 and the exit of
Soviet advisers and development planners from China, the general framework of
state-guided development in China remained Stalinist in its overall contours.
Both the Chinese leadership and most outside observers took the view that up to
the second half of the 1970s China’s economy remained grounded in the Soviet
model. Only with Mao’s death were many basic Stalinist economic concepts
challenged even if the Soviet model had been domesticated to Chinese practice
at least two decades earlier.28

With the Sino-Soviet split in 1960, Beijing was positioned internationally in
conflict with both superpowers at the same time as its development path
followed a rural-oriented communism based on mass mobilization culminating in
the social and economic upheaval of the Cultural Revolution in the late 1960s
and early 1970s. The USSR and the United States signed a nuclear test ban treaty
in 1963, which was roundly criticized by Mao, and China successfully tested its
own nuclear weapon in 1964. At the same time, as the Chinese leadership’s war
of words with Moscow and Washington escalated and China sought to position
itself as a key nation-state in, if not the leader of, a wider Third Worldist
challenge to the First World (centered on the US) and the Second World
(centered on the Soviet Union), Mao was also increasingly caught up in a power
struggle within the CCP. This led to the Great Proletarian Cultural Revolution
(1966–1976) and massive social and economic disruption and dislocation.29 By
1969 the most disruptive period of the Cultural Revolution had passed and the
People’s Liberation Army (PLA) was being used to restore or maintain order and
suppress any imagined or real opposition to Mao’s leadership. Meanwhile, a
report was produced by four retired senior Chinese military officers—in the
wake of a series of military clashes on the Soviet-Chinese border in 1969 and a
threat by Moscow to use nuclear weapons—that portrayed the Soviet Union as a
more serious military threat to China than the United States. This led Mao to
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approve initial contacts between US and Chinese officials and paved the way on
the Chinese side for Richard Nixon’s historic visit to Beijing in 1972.30

The rapprochement with Washington in the 1970s also provided the context for
a major developmental reorientation on the part of the CCP-state.31 The passing
of Mao from the Chinese political stage in 1976, and the widespread awareness
regarding the disastrous social and economic impact of the Soviet model, the
Great Leap Forward and the Cultural Revolution, paved the way for the rise of
Deng Xiaoping.32 After 1978 China’s central planning system was gradually
wound back in favor of market mechanisms. There was also a dramatic opening
to foreign capital and technology, foreign consumer goods and external export
markets. China’s return to capitalism in the late 1970s can be read as a “victory”,
of sorts, for the critics of state-socialism in Cold War Asia, insofar as it marked
an implicit acknowledgment of the relative success of capitalism generally, and
of the post-war capitalist dynamism of Japan, South Korea and Taiwan more
particularly.33 However, the CCP has, of course, continued to argue that China is
actually now pursuing “market socialism”, or “Socialism with Chinese
characteristics”. Furthermore, the “victory” was ambiguous because China’s
rediscovery of capitalism actually did little to alter Washington’s long-term
assessment of the PRC as a major military threat, second only to the USSR/
Russia.34 The death of Mao and the rise of Deng coincided with a “crisis of
faith” in relation to state-socialism in China that was more profound than the
subsequent “crisis of faith” in the Soviet Union with the passage from the
Brezhnev to the Gorbachev era in the mid-1980s. In response, Deng and his
colleagues set out a new global role for the Chinese state that involved a major
political opening to the world. Deng represented China as “Great Power”, but
not as superpower; as a member of the UN Security Council, but also a leader of
the Third World. The PRC’s political reassertion was paralleled by its dramatic
economic opening to overseas markets, foreign investment and technology:
under Deng’s leadership, coastal China in particular entered the world economy
on terms that reflected an emphasis on comparative advantage. Local and foreign
investors increasingly sought to tap the country’s vast labor supply to produce
light industrial goods for overseas markets. Within twenty years of Mao’s death
the total foreign investment in China had risen from a negligible amount in the late
1970s to more than US$360 billion by 1997. Meanwhile, China had a trade
surplus of US$40 billion by 1997.35

While the PRC sought to attract foreign investment it also sought to emulate
the earlier experience of the Japanese and South Korean developmental states
and their use of state intervention to facilitate the emergence of large, globally
competitive Chinese corporations. China’s dramatic post-1978 economic growth
is often seen to have rested with a coterie of small, often de facto private companies
(township and village enterprises, or TVEs).36 However, large companies were
also central to the process. In the context of tight political control and economic
experimentation that increasingly sought by the 1990s to avoid the trajectory
followed by Russia, the Chinese government encouraged the emergence of a
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“national team” of large Chinese enterprises that would be global competitors.
The focus was on sectors of the economy seen to be “strategic”, and included
automobile manufacturing, coal mining, electricity generation, aerospace,
pharmaceuticals, iron and steel, electronics, chemicals, construction materials,
and transport. However, the post-1978 state-guided national development project
in China was distinct from earlier East Asian developmental states in important
ways. First, unlike the Japanese and South Korean trajectories, the Chinese
leadership emphasized the need for the large enterprises in the “national team” to
continue to be primarily publicly owned. The central government was wary of
large Chinese corporations becoming too resistant to bureaucratic intervention.
Second, the state structures that the Chinese leadership were using to carry out an
industrial policy centered on the creation of large globally competitive firms was
far bigger, in relative and absolute terms, than South Korea and Japan, at the same
time as the Chinese effort lacked the nationalist intensity and commitment that
the leadership in South Korea (in the context of its position as a front-line state in
the Cold War) and in Japan (in the wake of a traumatic military defeat) had
successfully mobilized in an earlier era. Third, the effort to initiate China’s
capitalist national development project and encourage the emergence of large
corporations that would be globally competitive coincided with dramatic changes
in the practices of the increasingly large oligopolistic transnational corporations
with which the Chinese firms were expected to compete. By contrast in the early
Cold War era—when the Japanese and South Korean states had promoted the
interests of their large corporations—the global context had been very different.
After twenty years of effort by the Chinese state—beginning in the late Cold
War era and extending into the post-Cold War era—against the backdrop of the
elaboration of the US-led globalization project, the large Chinese companies that
have been singled out as potential global competitors are clearly still a long way
from realizing the developmental dreams of the Chinese leadership, particularly
in areas such as aerospace and pharmaceuticals.37

Reorientation II

Managing the Asian challenge II: post-Cold War Asia and the
changing global order

The steady, albeit uneven, elaboration of the US-led globalization project also
saw the emergence in the post-Cold War era of new or reinvigorated regional
economic and politico-military organizations in various parts of the world.38 This
trend was manifested in Asia by the establishment of the Asia Pacific Economic
Cooperation forum (APEC) in 1989.39 In the context of the rise of neo-liberalism
in the 1980s, influential member-governments of APEC, such as the US and
Australia, ensured that APEC was oriented from the outset towards trade
liberalization and globalization. This contrasted with the emphasis placed on
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trade cooperation in the 1980s by the Japanese government, which as we have
seen was a long-standing proponent of some form of regional organization.
While the Japanese government, which played a key role in the establishment of
APEC, conceded to the neo-liberal agenda, the organization was vigorously
challenged by Prime Minister Mahathir Mohamad of Malaysia. As an alternative
to APEC, Mahathir proposed the establishment of a trading bloc, initially called
the East Asian Economic Bloc (EAEB), which would exclude the United States,
Australia and New Zealand and all other “non-Asian” nation-states. As noted in
chapter 6, to underline his opposition to APEC, Mahathir refused to attend the
organization’s first heads of government meeting in Seattle in 1993. However, by
the time of the annual summit in November 1998, which was held in Kuala
Lumpur (KL), he was the presiding host, and his East Asian Economic Bloc had
been effectively folded into APEC as the East Asian Economic Caucus.40

APEC emerged at the start of the 1990s out of the geo-political and economic
complexities of the transition from Cold War Asia to post-Cold War Asia as the
major institutional expression of the idea of a “Pacific Century” that had taken
hold in this period.41 As the Cold War came to an end, elites in Northeast and
Southeast Asia had become increasingly concerned that the post-Cold War
international political economy was shifting towards economic blocs centered on
Western Europe (EU) and North America (North American Free Trade
Agreement—NAFTA). Concerns were also being expressed about changes in the
US approach to security issues in the post-Cold War era. At the outset
Washington was preoccupied with the situation in Europe, but in a 1991 visit to
East Asia, George Bush’s Secretary of State, James Baker, reaffirmed a US
commitment to the region emphasizing the continued importance of
Washington’s bilateral security arrangements. These arrangements maintained, in
a somewhat revised fashion, the basic bilateral politico-military architecture of
the Cold War.42 This did not necessarily mean that the US actively opposed
regional and multinational initiatives; however, it was the Australian government
that had taken the lead, with Japanese encouragement, in the establishment of
APEC less than two years before. As already noted, although the Japanese
government was more interested in trade cooperation than trade liberalization,
APEC quickly emerged as a forum for the latter. From the outset APEC was
portrayed by its officials and its supporters as being committed to “open
regionalism” in contrast to the preferential trading practices that characterize the
EU and NAFTA.43 The Eminent Persons Group (EPG), which laid down much
of the early organizational framework for APEC, made it clear that APEC would
“not be a community” like the European Union, which is “characterised by
acceptance of the transfer of sovereignty, deep integration and extensive
institutionalization”. By contrast it emphasized that APEC would “be a
community in the popular sense of a ‘big family’ of like minded economies” that
are “committed to friendship, cooperation and the removal of barriers to
economic exchange among members in the interest of all”.44 At the same time,
C.Fred Bergsten (former chair of the EPG and Director of the Washington-based
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Institute for International Economics) emphasized that the organization should
not only play a central role in regional trade liberalization, but it should also act
as a “force for world-wide liberalisation”.45 This perspective reflected a wider
elite-driven view that APEC could play a key role in the global diffusion of
economic liberalism.46 This vision was readily apparent at the first major
meeting in Seattle in late 1993, and the second major meeting in Bogor,
Indonesia in November 1994. On the final day of the Bogor meeting the leaders
from the eighteen member countries agreed in principle to the virtual elimination
of tariff barriers and obstacles to capital flows within the APEC region by the
year 2020 (2010 for developed nations and 2020 for developing nations).47

On the eve of the Bogor summit President Clinton emphasized his “vision of a
new Asia-Pacific community with no artificial dividing line down the middle of
the Pacific”.48 This meshed with an increasingly influential strand of the Pacific
Century narrative that was grounded in the idea of a synthesis between East
and West. The public articulation of synthetic visions of the region’s future by
prominent politicians and intellectuals facilitated consensus-building aimed at
easing tensions in and around APEC. In 1992 Mark Borthwick outlined a version
of this new vision in Pacific Century: The Emergence of Modern Pacific Asia.
Borthwick, who worked as US director of the Pacific Economic Cooperation
Council (PECC), argued that, with the end of the Cold War, Japan now “aspires
to the leadership of a Pacific economic renaissance” in alliance with the US
which continues to work to “bind the region to its global political and economic
foreign policy”.49 And, by the mid-1990s, the idea of a new East—West
synthesis for which the US—Japan alliance served as the explicit or implicit
cornerstone had become widespread. For example, in 1995, Tommy Koh, former
Singaporean representative to the United Nations, argued that the new “Pacific
Community” would be founded on a fusion of values and practices drawn from
Asia and the West.50 Meanwhile, another senior Singaporean government figure,
George Yeo, argued, “an East Asian consciousness without the softening effect of
Western liberal ideas will not gel”.51 The emerging East-West synthesis in all its
vagueness and ambiguity could be discerned in a book written by John Naisbitt
(while he was a fellow at the Institute of Strategic and International Studies in
Kuala Lumpur). According to Naisbitt, a “new network of nations based on
economic symbiosis” was “emerging” which was founded on both a “spirit of
working together for mutual economic gain” and a new Asian consciousness.
The “catalyst” for all this, he said, was the “free market”, but the “modernization
of Asia” was not the “Westernization of Asia, but the modernization of Asia in
the ‘Asian Way’”.52 As we have seen in chapter 6, Anwar Ibrahim (former
Deputy Prime Minister and Finance Minister of Malaysia, who was widely
viewed as Mahathir’s successor until the late 1990s) also called for a synthesis of
East and West in his 1996 book, The Asian Renaissance.53

An important example of the East—West synthesis was Asia Pacific Fusion:
Japan’s Role in APEC (1995) by Yoichi Funabashi, the former Chief Diplomatic
Correspondent for Asahi Shimbun. Funabashi’s book was, in part, a reply to
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Samuel Huntington who, as discussed in detail in chapter 4, had warned of the
potential for a “clash of civilizations” in the post-Cold War Asia-Pacific and
elsewhere.54 Funabashi, who has close links to the Institute for International
Economics in Washington and had served as head of Asahi Shimbun’s
Washington, DC bureau, argued that “the Asia-Pacific experiment to bring the
greatest civilizations of the world into one dynamic sphere of confluence will
lead to a new era of prosperity into the next century”. He emphasized that “the
economic and cultural dynamics in the Asia-Pacific, suggest that in at least this
region, economic interdependence and cross-fertilization among civilizations can
perhaps transcend the barriers of race and ideology”. He concluded that: “the
growing fusion of the Asia Pacific is offering Japan” and other countries in the
region “more room to harness elements of both East and West”.55 These sorts of
exercises in cultural diplomacy suggest that APEC was emerging, prior to the
East Asian crisis, as not just an organizational attempt to facilitate trade
liberalization and advance the neo-liberal project, but as a possible embodiment
of a new vision of the Pacific Century that ostensibly synthesized East and West.
This view was particularly apparent at the annual APEC summit in Osaka, Japan
in November 1995. The Japan meeting produced an “Action Agenda” which
eschewed binding trade agreements in favor of what Fidel Ramos (president of
the Philippines) called the “Asian Way”. This amounted to verbal assurances by
all member governments that they would make every effort to meet the economic
liberalization goals of APEC.56 The representation of this result as evidence of
the “Asian Way” at work was significant. Regardless of the alleged antipathy
between East and West, APEC had emerged as a site for a wider process of elite
integration in the Asia-Pacific, and this was facilitated by the domestication of
influential East Asian narratives of progress to the dominant neo-liberal
discourse in the name of a new East-West synthesis. Despite the continued
prevalence of conflicting ideas about Eastern versus Western modes of capitalist
development, rising elites also sought to merge vague and ostensibly culturally
specific formulations with the dominant international neo-liberal discourses. In
this sense, the establishment of APEC was indicative of the post-Cold War
transition to a reconfigured form of neoliberalism that accommodated ostensibly
Asian ideas and practices against the backdrop of the continued resilience of US
hegemony As we have seen in chapter 5, this process was also apparent at the
World Bank, which played a very significant role in domesticating the East
Asian Miracle to the influential neo-liberal narratives of progress in the 1980s
and 1990s.57

In the post-Cold War era the dominant interpretations of the East Asian
Miracle and the coming of the Pacific Century were promoted, and the APEC
process unfolded, in the context of an international political economy in which
the United States was the hegemonic power. Furthermore, despite the efforts at
elite consensus building and the emerging East-West synthesis, the end of the Cold
War and the continued spread of economic liberalism contributed to considerable
tension. For example, in the post-Cold War era, relations between the US and
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Japanese governments, the key axis of the new East-West synthesis and the
wider APEC process, continued to be beset by friction on a range of economic
issues especially related to trading practices. At the same time, the ostensibly
consensual character of agreements made at APEC meetings also pointed to the
real limitations of such an organization, as no enforcement mechanisms were set
up and no legally binding commitments were made. While the annual meeting in
the Philippines in November 1996 proceeded much as earlier meetings, the
organization’s lack of formal and binding decision-making and its diverse
membership were about to face a serious challenge far beyond the capabilities of
APEC to deal with. Prior to 1997 the dominant neo-liberal narratives on the
Pacific Century rested on the assumption that the rise of East Asia and the end of
the Cold War had produced increased opportunities for greater regional
integration and the spreading and deepening of economic prosperity and political
stability. APEC was grounded in these optimistic visions and directly implicated
in the view that the economic trends that were carrying the region forward were
going to continue indefinitely, delivering prosperity to an ever-growing number
of people. This celebratory view of the Pacific Century specifically, and the
history of capitalism more generally, was dramatically challenged as the financial
crisis which began in Thailand in July 1997 rapidly engulfed the region.

Shortly after the precipitous fall of the Thai baht in July 1997, which was
followed by equally dramatic nosedives on the part of the Indonesian rupiah and
the South Korean won, Kishore Mahbubani (a prominent advocate of the new East-
West synthesis) warned that the crisis could “split” the Pacific Ocean “down the
middle” and create “an east-west divide.”58 As long as the various leaders who
attended APEC’s annual summits were only being called upon to agree to
relatively distant trade liberalization targets, the meetings had proceeded with
few serious problems. However, by the time of the annual meeting in Vancouver
in November 1997 the East Asian crisis presented regional leaders with a serious
and immediate problem. Not surprisingly, given its size and organizational
fraility, the Vancouver meeting produced nothing of substance: with the crisis,
APEC rapidly became irrelevant, now serving primarily as an opportunity for the
region’s leaders to get together to hold a range of bilateral meetings on specific
issues while going through the motions of reaffirming their commitment to the
non-binding economic goals of the organization. After 1997, the IMF played a
high-profile role in the management of the crisis providing the United States with
the opportunity to pursue economic liberalization and deregulation in the region
far more effectively than could ever be achieved via APEC. In the second half of
1997, as APEC drifted to the sidelines, the IMF embarked on major efforts to
restore financial stability to the region via loan packages to the governments of
Thailand, Indonesia and South Korea. IMF loans were conditional on the
implementation of a range of austerity measures and liberal economic reforms.
The IMF set out to remake the financial systems of the various countries. It
demanded the setting-up of new regulatory procedures, the shutting-down of a
range of banks and financial institutions, and the liberalization of capital
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markets. This included allowing foreign capital to embark on hostile acquisitions
and mergers. The IMF’s solution to the crisis also resulted in an extended period
of deflation and an ongoing region-wide liquidity crisis because it insisted on
tight restrictions on public expenditure and high interest rates for domestic
borrowers. At the same time, the IMF reassured foreign bankers that they would
be able to collect the entirety of their outstanding debts. In concert with the US
Treasury and Japan’s Ministry of Finance, the Fund brokered the conversion of
considerable short-term debt to long-term debt primarily by forcing the
governments concerned to socialize private debt. The IMF also demanded that
public enterprises be privatized and cartels broken up. In South Korea—as we
have seen in chapter 8—where the Fund also pushed for the introduction of
flexible labor markets, it initially found a willing ally in the government of
President Kim Dae Jung, whose political and economic goals were strengthened
by the early IMF demands. The same cannot be said of the cutting of food subsidies
carried out by the Indonesian government, with IMF encouragement. The IMF’s
austerity packaged not only represented an assault on patrimonial capitalism in
Indonesia, it also added dramatically to the millions and millions of people who
already lived at, or below, the poverty line.59

The overall approach taken by the IMF reflected the dominant neo-liberal
perspective that the crisis flowed from the inefficiencies and distortions that were
characteristic of the various state-centered approaches to capitalist development
that prevailed in East Asia (“crony capitalism”).60 Not surprisingly, Prime
Minister Mahathir of Malaysia was quick to dispute the IMF’s explanations, at
the same time as his government sought to avoid IMF support and interference.
Mahathir and a number of other politicians and commentators placed the blame
for the region’s problems at the door of foreign currency speculators. They
argued that foreign currency traders had deliberately acted to undermine the
economies of East Asia. In particular, Mahathir singled out the well-known fund
manager, George Soros, who he charged with masterminding a deliberate and
pre-meditated attempt to sabotage the economic dynamism of Malaysia and the
other countries of the region.61 He also criticized the IMF’s approach. As
outlined in chapter 6, Mahathir and numerous other government officials and
regional ideologues had begun to question the relevance of so-called Western
ideas and practices to the region long before the onset of the crisis. These
critiques were linked to the rising Pan-Asianism that interpreted the Pacific
Century in terms of a New Asian Renaissance in which Asia would return to
center stage in world affairs unfettered by the West generally and the US more
specifically. Mahathir reaffirmed this view at the first Asia—Europe Summit
(ASEM) in Bangkok in early March 1996, when he reversed the dominant
tendency to universalize “Western” liberalism and asserted that “Asian values
are universal values”, while “European values are European values”.62 The idea
of a New Asian Renaissance and the resurgence of Pan-Asianism provided an
important backdrop to Mahathir’s promotion of an East Asian Economic Bloc
(EAEB) in the immediate post-Cold War period on the grounds that Malaysia
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and other nation-states in Asia would lose out in any larger grouping such as
APEC. While Mahathir’s initiative flowed from concerns about the membership
and orientation of APEC, as well as the rise of NAFTA and the EU, it also
represented an attempt to curb the growing flow of Chinese-Malaysian capital to
China by linking China more tightly into a regional economic cooperation
network. The EAEG proposal, which the ASEAN secretariat had put forward at
Mahathir’s instigation, envisioned a caucus that enjoyed considerable
independence within the framework of APEC and was made up of the
governments of ASEAN plus Japan, South Korea and China. This line-up
apparently reflected the perception in ASEAN that Japan and South Korea were
the driving economic forces in the region, both of which were the source of major
investment flows, while China was the main destination for overseas Chinese
capital moving out of ASEAN. The exclusion of Hong Kong and Taiwan from this
list also catered to Beijing’s sensitivities. At the same time, Mahathir’s vision
remained focused on Japan as the leading economic power in the region, and a
major economic force internationally: he foresaw the Japanese government
acting as the “voice of Asia” at meetings of the G-7.63 Furthermore, as we have
seen in chapter 6, Mahathir continues to emphasize the need for and the prospect
of an exclusive regional organization.64 In post-crisis Asia, ASEAN+3 (which
will be discussed in the conclusion) has increasingly emerged, in the view of
some observers, as the potential organizational realization of Mahathir’s Pan-
Asian vision.

The Japanese challenge and US hegemony in post-Cold War
Asia

Regardless of the increasing regional economic integration centered on Japan,
which was apparent by the end of the Cold War, there were important constraints
on Japan’s ability to become a hegemonic power in East Asia. Trade within East
Asia had risen to surpass trade between the US and East Asia, but the North
American market remained very important to all the economies in the region.
Although, as we have seen, in the early 1990s influential narratives continued to
generate an image of Japan as a rising capitalist developmental state that
represented a challenge to, or a model for, the US and beyond, this perception
was already misleading well before the onset of the East Asian crisis. The end of
the Cold War coincided with, and reinforced, a growing array of economic
problems linked to the decrepit character of Japanese politics. In fact, the relative
inertia of domestic politics and the waning of the Japanese “economic miracle”
often overshadowed wider concerns in Japan about its position in post-Cold War
Asia.65 Up to the end of the Cold War the long-term implications of the rise of
the US-led globalization project for the Japanese trajectory were not clear. At the
end of the 1980s, interest rates were driven up causing a dramatic drop in the
stock market at the beginning of 1990. The Ministry of Finance imposed so-
called “total quantity restrictions” on banks and financial institutions ending the
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disbursement of new loans for real estate, triggering a dramatic drop in property
prices by the end of 1990. In the context of a burgeoning recession, the holders
of various warrants and bonds confronted higher interest rates on assets with a
dramatically declining value. Because they had often been purchased with
borrowed funds, banks confronted a rise in non-performing loans, while the drop
in the price of real estate also increased non-performing loans in relation to other
financial transactions as well. Some banks collapsed and a number of bank
mergers were arranged in an effort to keep the financial system afloat in the
context of a vigorous political debate in the early 1990s about how to address the
economic malaise. Throughout the 1990s various government efforts to kick-
start the Japanese economy via lower interest rates, tax cuts and public spending
continued to be unsuccessful. With a political system driven by money and a
commitment to the status quo, the prospects for a Japanese economic resurgence
prior to 1997, without major political and social change, were already limited. Of
course, some commentators continue to believe that MITI and the MOF would
have the resilience and acumen to bring about a reverse course, and it was hoped
that the long-established patterns of cooperation between business, government
and organized labor could still provide the framework for a Japanese economic
resurgence and expansion into Asia and beyond.66

With the onset of a full-scale economic crisis in the region in 1997, the
Japanese economy came under increased pressure. While six of the top ten
companies in the world (measured by market capitalization) were based in Japan
in 1990, by 1998 there were no Japanese companies in the top ten. By 1998 the
Japanese share of global stock market value had dropped to 10.5 percent from 41.
5 percent in 1990. By 1998, eighteen of the top fifty companies in the world
(measured by total sales) were in Japan, but only one Japanese company was in
the top fifty on the basis of profits. By 1999 there was some suggestion that
restructuring was beginning to occur in Japan’s major companies. A number of
corporations began to carry out significant downsizing. For example, Mitsubishi
Electric foreshadowed a 10 percent reduction in its workforce and the closure of
a number of loss-making parts of its operations. This was followed by similar
announcements at Japan Airlines, NEC and Mitsubishi Chemical, among others.
Meanwhile, a number of large mergers occurred in the country’s banking system
in response to similar mergers in the banking systems in North America and
Western Europe. For example, Fuji Bank merged with Dai-Ichi Kangyo and
Industrial Bank of Japan. This precipitated Fuji Bank’s withdrawal as the lead
Bank in the Fuyo keiretsu, which led in turn to companies in the keiretsu
focusing on the bond and equity markets to raise new funds rather than getting
loans from the banks in the Fuyo keiretsu, as had been standard practice in the
past. There have also been some important mergers and/or takeovers between
Japanese and foreign companies. The most well-known was the purchase of a
controlling share of Nissan by Renault, an acquisition that has resulted in major
organizational changes at Nissan under Carlos Ghosn, the new CEO appointed
by Renault. By the end of the twentieth century the keiretsu system and the
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wider Japanese political economy were undergoing a major reorientation, but
even though the role of the Japanese state has certainly been wound back and
Japanese corporations have undergone significant changes, the process has been
very uneven.67 And, as in China, the banking system in Japan is in a chronic state
of crisis. Estimates of the size of non-performing loans in relation to total assets
held by Japan-based banks ranged up to a figure of almost 40 percent according
to a report prepared by Goldman Sachs at the end of 2001.68

The ongoing economic malaise, centered on the banking system, has meant
that the Japanese government and Japanese corporations have been unable to
play as significant a role in the region in the post-Cold War era as many had
anticipated or intended. The prevailing view in Japan prior to 1997 was that the
end of the Cold War, combined with the economic dynamism of much of the rest
of the region (if not of Japan itself), made it possible for the Japanese government
to be “internationalist” and “Asianist” simultaneously. In the post-Cold War era,
despite ongoing friction between Washington and Tokyo over trade issues, it was
widely assumed amongst Japanese policy-makers that the Japanese economic
presence could be extended ever more deeply into the region, without
challenging either the US-Japan alliance or liberal forms of economic
regionalism represented by APEC and advocated by the United States.69 In the
aftermath of the Asian crisis, the new Koizumi government committed itself to
both neo-liberal reform and the strengthening of its alliance with the US. His
government combined an appeal to conservative and populist neo-nationalist
ideas with an in-principle commitment to the neo-liberal restructuring of the
Japanese developmental state of the Cold War era.70 However, it was soon
apparent that the pace of Koizumi’s planned reforms for the Japanese banking
system and other areas of the economy would be slow.71 At the same time the
Japanese government was quick to support the US in its effort to build a global
coalition to carry out its “war on terrorism”. However, the exact character of that
support was relatively minimal and it did not, of course, involve an actual
Japanese military commitment.72 The US-led war in Iraq in early 2003 also
quickly garnered a statement of support from Tokyo, reflecting Japan’s
continued acquiescence to the US and a desire to maintain the bilateral ally/
client relationship of the Cold War era. Against the backdrop of the economic
decline and crisis of the 1990 s and the early years of the twenty-first century, the
Japanese government is unlikely in the foreseeable future to play a leading role
in the creation of an economic, and certainly not a politico-military, framework
aimed at both greater regional integration and greater autonomy from the United
States. Of course, at the outset of the Asian crisis, the Japanese government had
attempted to play a leadership role. In September 1997 at a G-7 finance minister
meeting, Japan’s Finance Minister, Hiroshi Mitsuzuka, first proposed the
concept of an Asian Monetary Fund as a means of countering economic
instability without the conditions attached to the IMF packages.73 While
Mahathir was attacking currency speculators at the annual IMF—World Bank
meeting in Hong Kong in mid-1997, the Japanese government again floated the
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Asian Monetary Fund idea, proposing that upwards of 100 billion dollars be set
aside and that the institutional infrastructure to administer it be created, in order
to be prepared for any future crises of the kind that were destabilizing Southeast
Asia.74 Not surprisingly, representatives from the US, Europe, and the IMF
voiced strong opposition, while officials from Hong Kong, Malaysia, and
Thailand expressed considerable enthusiasm.75 In a gesture of support, Thai
Finance Minister Thanong Bidaya announced his government’s intention of
lobbying for a single ASEAN currency at the December 1997 ASEAN summit in
Kuala Lumpur.76 Meanwhile, other East Asian leaders, particularly those of
Singapore and Malaysia, made clear their frustration with the IMF’s approach to
the crisis.77

The Asian Monetary Fund proposal was notable in that there were to be no
conditions attached. It would have maintained the restrictions on foreign
ownership of financial institutions and sustained the economic practices that East
Asian elites associate with rapid capitalist development. However, when the
Asian Monetary Fund was tabled at the November 1997 APEC Finance
Minister’s meeting in Manila it failed to get sufficient support and by the time of
the ASEAN summit in Kuala Lumpur the following month, the majority of the
governments of Southeast Asia had decided, albeit reluctantly in some cases, to
endorse the IMF’s plan for the crisis.78 Prior to the annual APEC meeting in
1998 the idea of an Asian Monetary Fund was again raised.79 However, as in late
1997, the proposal was rejected, leaving the IMF in control of the overall
management of the crisis.80 The 1998 APEC meeting made abundantly clear that
its role would remain marginal.81 At the same time it was also clear that ASEAN
did not have the institutional capability or the stature to react to the crisis
effectively. The organization’s founding principle of non-intervention in relation
to the domestic issues of member governments prevented a “comprehensive
collective response”, with or without Japanese support.82 All this points to the
fact that the US remains the only truly world power in military and economic
terms, at the same time as it exercises a broad and diffuse political and cultural
influence. US hegemony is mediated through an array of complex power relations,
economic arrangements, social structures and cultural practices; however,
Washington maintains effective control over the important aspects of the
international political economy. In East Asia, US hegemony continues to rest on
the alliance conditions and arrangements that the Japanese and South Korean
states accepted during the Cold War era (and which also constrain virtually all
other states in the region). Nor, at this juncture, does China represent a serious
politico-military or economic threat to US hegemony and the likelihood of China
achieving economic superpower status (and thus becoming a politicomilitary
“threat” to the US) needs to be set against the complex centrifugal forces that
confront the present Chinese leadership’s pursuit of national and regional
greatness.
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The Chinese challenge and US hegemony in post-Cold War
Asia

The Chinese trajectory reflects both the historical specificity of nation-state
formation and the wider problems of the nation-state system in post-Cold War
Asia and beyond. As already suggested, despite the historical specificity of the
sustained, but still uneven, transformation of particular state-mediated national
development projects into globalizing states, two generalized trajectories have
been postulated. While Japan fits the first, which involves a process of national
reorientation and a crisis of national development, China fits the second, which
is characterized by a crisis of state-mediated national development that not only
involves national reorientation, but also results in increasing conflict over the
ethnic or religious content and/or territorial boundaries (usually, but not always,
at the margins rather than the center) of the nation-state itself. At this juncture
national fragmentation and a full-scale crisis of the nation-state in China is not
necessarily imminent. However, the Chinese leadership’s pursuit of national
development and/or regional hegemony continues to be profoundly constrained
by looming political, social, environmental and economic crises grounded in
rapid and uneven capitalist development and characterized by increasingly stark
divisions between the booming coastal regions and the impoverished interior. In
urban centers as well there are now millions of disgruntled workers who have
lost their formerly secure jobs at state-owned enterprises that have begun to
respond to market pressures to be more competitive. As this process unfolds
the re-employment rate has declined steadily from 50 percent in 1998 to 9
percent for the first part of 2002.83 This is not to mention the complicated issue of
the future of Taiwan and restive provinces such as Tibet and Xinjiang.84

Meanwhile, the crisis in the banking system in China, centered on the four large
state-owned institutions, which are said to be presiding over non-performing
loans worth 28 percent of their total assets (independent observers put the figure
at 50 percent or more), suggests the prospects for the successful emergence of a
“national team” of large, globally competitive Chinese companies are remote.85

This is all set against the backdrop of the Chinese state’s domestication to, and
resistance against, the US-led globalization project as manifested by Beijing’s
induction into the WTO in September 2001.

US—China relations are at the center of any equation regarding the changing
regional and global order. For almost two decades from the early 1970s until
1989, US—China relations rested on what has been called a “Grand Bargain”.
The explicit and implicit elements of this Grand Bargain included an agreement
by both sides that the issue of the status of Taiwan was to be set aside and dealt
with at some unspecified time in the future. While Deng said it would be
addressed fifty years in the future, Mao had earlier talked about a 100-year
moratorium on the Tawian problem. Second, because the Chinese government
was primarily concerned with gaining US support against the USSR, policy-
makers in Beijing also accepted the US—Japan security alliance as central to the
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wider containment of the Soviet Union. At the same time, while both
Washington and Beijing wanted improved trade relations, as long as a mutual
concern about Moscow prevailed any problems related to investment or trade
relations were relegated to the background. The end of the Cold War, which
coincided with improving relations between Beijing and Moscow, meant the
disappearance of the main reason both the PRC and the US had for ignoring or
downplaying areas of contention between them. The brutal repression of protestors
in Tiananmen Square in 1989 also undermined the Grand Bargain. At the same
time, a range of other trends ensured that, by the beginning of the 1990s, the US-
China relationship had entered a new and more difficult era in contrast to the
previous two decades. First, as already suggested, the PRC had emerged by the
late 1980s as a particularly successful economic modernizer, resulting in more
economic friction between Beijing and Washington than had been anticipated
when the initial Chinese turn to the market had been executed. Second, in the
case of Taiwan, the island had made a transition from authoritarian military rule
in the 1970s to parliamentary democracy by the late 1980s and politicians on
Taiwan increasingly began to intrude into US—China relations challenging
Beijing’s continued claims to the island and/or US equivocation on the issue.
Third, in the post-Vietnam era, the US Congress has sought to scrutinize and
examine US foreign policy in Asia generally and towards China more
particularly, making US—China relations an important concern for domestic
politics in the United States. Fourth, the growing flow of information and news
across the Pacific and around the world, as a result of the technological and
economic changes of the previous decades, has meant that the communication
and information flows associated with globalization had added a whole new
dimension to US—China relations. Fifth, the first Gulf War highlighted the so-
called “revolution in military affairs” at the beginning of the 1990s and the
Chinese leadership increasingly sought to come to grips with these changes by
increased defense spending, military reorientation and upgrading, resulting in
changes to the military balance in the region.86

With the passing of the Grand Bargain, China-watchers increasingly drew
attention to Beijing’s effort to inherit the mantle of state-guided capitalist
developmentalism exemplified by the Japanese and South Korean trajectories in
earlier decades, representing a rising China as the main economic and military
threat to US hegemony in the region. Books such as The Coming Conflict With
China emphasized the PRC’s growing military significance while also noting that
its economic transformation was linked to “state capitalism” and its use of
“methods pioneered by Japan”.87 The Clinton administration (1992–2000)
sought, not always consistently, to pursue a policy of “engagement” and
“enlargement” rather than “containment” or confrontation towards China.88

During Clinton’s years in office, US—China relations were punctuated by major
ups and downs. “Engagement” and “enlargement” were reflected in Clinton’s
elimination of the connection between Most-Favored-Nation (MFN) trading
status for China and its record on human rights, a link that his administration had
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insisted upon the previous year. By 1995–1996, Washington and Beijing were
drifting towards the brink of military and naval confrontation in the Taiwan
straits, as Beijing sought to use live-fire military maneuvers off Taiwan to
influence elections on the island. By the late 1990s relations had improved and
there was considerable discussion of the establishment of a “constructive
strategic partnership”. The second half of 1999 again saw a downturn in
relations, beginning with the failure to reach agreement in April of that year over
China’s entry into the WTO. This was followed by, among other things, the US
bombing of Beijing’s embassy in Belgrade, a US Congressional report detailing
a wide-ranging series of espionage activities in the US by Chinese agents, while
the issue of Taiwan continued to simmer.89 Under these circumstances, and in
the context of the growing political debate in the US about China by the second
half of the 1990s, and particularly in the lead up to the 2000 election, the Clinton
administration was not always as committed to “engagement” and “enlargement”
as its original pronouncements on the subject might suggest.90 Nevertheless, the
administration continued to argue that engaging rather than containing Beijing
would enhance security. For example, in a speech delivered in early 2000 to the
United States Military Academy at West Point, US Trade Representative
(USTR) Charlene Barshefsky emphasized the close connection between US
national security and China’s accession to the WTO.91

By contrast, in the lead up to, and immediately following, his election as
president at the end of 2000, George W.Bush emphasized that China was a long-
term military threat in the wider context of the new administration’s efforts to
reassert Washington’s regional and global military power, but avoid the
entanglements that had characterized the Clinton era.92 During its first six
months in office, the Bush administration explicitly identified the Chinese state
— which has been regarded by US China-watchers and strategic planners as the
major military “threat” to the US and its interests in the Asia-Pacific for a number
of years—as a major focus of a reoriented US military effort.93 Meanwhile, the
initial commitment of the Bush administration to focus more on containing
China, rather than engaging China, now appears to have been tempered by the
somewhat improved US-China relations that followed the resolution of the US
spy plane incident earlier in 2001 and the shift in US foreign policy to Central
Asia and the Middle East. Nevertheless, a major Quadrennial Defence Review
Report published by the US government at the end of September 2001 (that is
shortly after September 11) reversed the order of importance of the three key
regions that are the focus of US military and strategic orientation. Previous
reviews had emphasized Europe, the Gulf and Central Asia, and East Asia, but
the latest review has moved East Asia to first place, followed by the Gulf and
Central Asia and then Europe.94 In the lead-up to President Bush’s February
2002 visit to China, a Rand Corporation, China specialist observed that the “war
on terrorism” has “encouraged a shift toward the notion of tactical cooperation
with China”; however, no one appeared to be “talking about a strategic shift”.
Meanwhile, according to the deputy director of the Institute of American Studies
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at the Chinese Academy of Social Sciences, “the parameters of the relationship
haven’t changed”.95

Conclusion: the Asian challenge and the changing global
order

While examining the Japanese and Chinese trajectories since the 1940s in some
detail, this chapter has focused on national reorientations and regional changes
from the mid-1970s to the late 1990s, particularly the post-Cold War era. Across
Asia and beyond, the end of the Cold War, followed in less than a decade by the
Asian financial crisis, facilitated the continued weakening of state-guided
national development, even in the key developmental states of East Asia, such as
Japan. At the same time, it has been emphasized that the Japanese trajectory
reflects the uneven character of the rise of the US-led globalization project in
Asia—Japan was pivotal to the transformation of Asia after 1945 and it remains
central to the overall future of the region. At the moment Japan is undergoing a
prolonged crisis of national development and a particularly drawn-out process of
national politico-economic reorientation. Meanwhile, in China, the transition
from state-socialism to capitalist-developmentalism is increasingly linked to a
crisis of the Chinese nation-state that not only includes a process of dramatic
national reorientation and crisis, but also involves struggles over the territorial
boundaries and the cultural and ideological content of the erstwhile socialist
nation-state. Japan and China are particularly important nation-states and their
present circumstances and future directions have major regional and global
implications. The processes of national reorientation and/or crisis are closely
connected to the continued and/or increased potential for inter-state conflict and
the shift towards new or reconfigured regional economic and political groupings
in Asia and elsewhere. The 1990s saw the rise and the decline of APEC, while
post-crisis Asia has been characterized by the strengthening of ASEAN+3. The
question of Asian regionalism, particularly ASEAN+3, and the prospects for the
nation-states of East Asia, in the wake of the Asian financial crisis and against
the backdrop of the war on terrorism and the changing global order in the early
twenty-first century, are taken up in the conclusion.
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Conclusion
The battle for Asia

The early twenty-first century has seen important changes in Asia and the world.
These have occurred against the backdrop of a series of systemic financial crises
that began with the Asian crisis in 1997–1998 and culminated by 2000–2001 in
the end of the decade-long US-centered economic boom. The Al Qaeda suicide
bombings in New York and Washington on September 11 2001 and the
subsequent war on terrorism—followed in early 2003 by the US-led war in Iraq
and the ouster of the regime of Saddam Hussein—have also had a major impact
on the direction and dynamics of the US-led globalization project, with
important implications for the Asia-Pacific and the rest of the world. At one
level, the USled globalization project is currently in the midst of an economic
crisis linked to a US-centered economic downturn and the increasingly unequal
distribution of wealth in North America and around the world. At another level,
the attacks on the World Trade Center and the Pentagon crystallized the
transition from the Cold War to the post-Cold War order that had been underway
since the first Gulf War at the beginning of the 1990s. The reorientation in US
foreign policy and the wider changes in the global political economy and the
nation-state system in the wake of September 11 2001 suggest that the world is
in the midst of a geo-political and economic shift as significant as the shift in
international politics and economic structures that attended the end of the Second
World War—and led to the establishment of the United Nations, the onset of the
Cold War, the dramatic spread of the nation-state system and the rise of Third
Worldism between the mid-1940s and the mid-1950s. Furthermore, although the
reorientation of the US-led globalization project at the start of the twenty-first
century is currently focused on the Middle East, Asia and the Asia-Pacific
continues to be of particular significance to the changing global order of the post-
Cold War era.

A major theme of this book has been the relationship between the geo-politics
of economic development and the elaboration of the nation-state system in Asia
after 1945. This has been set against the wider history and political economy of
the changing global order between the 1940s and the 1990s. Adopting a critical
perspective on the transformation of Asia over the past fifty years, I have sought
in particular to locate the history of economic development in the context of the
world-historical shift from decolonization to globalization. The universalization



of the nation-state system and the uneven, and destructive as well as creative,
processes of capitalist transformation (along with major state-socialist challenges
to capitalism) profoundly conditioned the emergence and elaboration of state-led
national development after 1945. Apart from an examination of the influential
theories of development that were consolidated and revised in the context of
decolonization and the Cold War, there has been a particular focus on the Asian
development debate between the 1970s and the 1990s. I have also provided a
synthetic overview of Asian and international history from the 1940s to the
1990s with a discussion of specific national trajectories, such as India, Indonesia,
China, Japan, South Korea and, to a lesser extent, Taiwan, Malaysia, Singapore,
South Vietnam, the Philippines and Thailand. This has ensured that the historical
specificity and contingent character of national trajectories has been set against
the backdrop of the capitalist transformation of Asia and the changing global
order. At the same time, the altered role of the state in the shift from national
development to globalization (and in capitalist transformation more generally)
has also been foregrounded. Particular emphasis has been placed on the way the
US-led globalization project emerged in the wake of a major wave of
decolonization in Asia and Africa that had resulted in the effective
universalization of the nation-state system. The global spread of the nation-state
system increasingly exposed the limits of the nation-state as an instrument of
social advance and economic development. While the contradictions of state-
mediated national development became increasingly apparent between the 1940s
and the 1970s, the rise of the US-led globalization project has further exposed
the limits of the nation-state and the nation-state system in an era of increasingly
global oligopolistic capitalism.

The Asian crisis and the subsequent economic crises in Brazil and Russia in
1998 and Argentina at the beginning of the twenty-first century are symptoms of
the wider boom-bust character of the oligopolistic capitalism at the heart of the
US-led globalization project. This boom-bust cycle was further underlined by the
economic downturn and recession that was underway in the United States by
2000–2001, following a decade-long economic boom centered on the
unsustainable expansion of the stockmarket, particularly in the information
technology sector. While the causes of the Asian financial crisis (1997–1998) are
the subject of considerable debate, at the broadest level the crisis flowed from the
relative regulatory weaknesses of the international financial system that was
increasingly displacing what were often also deeply flawed national regulatory
frameworks. At the same time, as in earlier periods of economic crisis that have
punctuated the history of the US-led globalization project, the response has been
to push for greater globalization. From the outset the Asian crisis was
characterized by the effort by the IMF, under the direct guidance of the US
Treasury, to deepen the trend towards deregulation, privatization and
liberalization in Asia. At the same time, the Asian crisis, and particularly the
IMF’s handling of the crisis, may have strengthened, rather than weakened, the
promotion of a form of Asian regionalism that seeks to protect important
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instrumentalities associated with the developmental state and the Asian
development model that the US-led globalization project has increasingly
displaced. As mentioned in previous chapters, ASEAN+3 has taken on new
significance in post-crisis Asia and continues to represent an important site for at
least the partial institutionalization of the PanAsian vision associated with
regional leaders such as Prime Minister Mahathir Mohamad of Malaysia. Certainly
the role of the IMF, and of the US more generally, in the region during and after
the Asian financial crisis worked to fuel a great deal of resentment that was
channelled and mobilized by regional elites in support of the strengthening of
regional economic integration via organizations such as ASEAN+3 more
specifically The influential narratives on the Asian Renaissance (which had
complemented wider Pan-Asian perspectives) were obviously undermined by the
Asian financial crisis. At the same time, the IMF’s management of the crisis, the
speedy marginalization of APEC combined with the steadily growing economic
significance of the People’s Republic of China have facilitated the emergence of
revised forms of Pan-Asianism centered on ASEAN+3.

Despite the incipient twenty-first century Pan-Asian regionalism of ASEAN
+3, neither Beijing nor Tokyo (both of which have substantial monetary
reserves) has sought to provide regional leadership in the area of financial and
monetary affairs, which was at the heart of the Asian crisis. While the
communist leadership in Beijing played an important role in the provision of
regional financial stability during the crisis, and while the Japanese state and
Japan-based corporations continue to become ever more central to the production
networks and trade relations of the region, both nation-states have carefully
avoided asserting regional leadership. The relative lack of increased regional
financial integration under the auspices of China or Japan, or both, does not
appear to be primarily a result of any significant conflict between the region’s two
economic and political titans. The main reason that the Japanese and Chinese
governments continue to leave the management of monetary relations in Asia to
the IMF apparently flows from a concern on the part of the respective
governments to avoid open-ended commitments to the other governments in the
region in relation to currency-swap arrangements. Tokyo and Beijing, despite all
the expectations or fears about their respective potential as regional leaders and
major challengers to US hegemony, remain focused on their national monetary
and financial interests and this is a brake on any move in the near future towards
regional monetary cooperation.

This situation flows to a considerable degree from the limits of the wider
global order centered on US power. Central to the US-led globalization project
has been the elaboration of an increasingly global economic framework that
involves a growing disjuncture between a deregulated international financial
system on the one hand and the “real” economy of the production of goods and
services on the other. In this situation, unless there is a systematic and
regionwide effort to introduce capital controls (such as was pursued for a while
in Malaysia during the Asian crisis) even the political elites presiding over the
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largest and most independent national economies are profoundly limited in their
ability to prevent the conflation of the interests of “Wall Street” and the financial
markets on the one hand with the macroeconomic policy settings of governments
around the world on the other. US power, therefore, mediated through key
financial sector institutions, such as the IMF, continues to impose limits on
specific national development trajectories in East Asia and on regional
integration as a whole. And these limits flow both from the politico-military
alliances and other arrangements that were laid down during the Cold War and
from the international economic structures that underpin the globalization
project. At this juncture, neither China nor Japan is in a position to challenge US
hegemony. China’s growing military significance as a result of its dramatic
economic growth is balanced by the fact that even a Japan that has been in
economic recession for over a decade remains a crucial economic force in the
region. Furthermore, China’s military potential not only needs to be set against
the significant US military presence in the region, but also against the large
standing armies of South Korea, Taiwan and Vietnam (the first two being integral
to the wider US military and naval position in the region). Meanwhile, Japan has
been, and continues to be, subordinate in both military and politicoeconomic
terms to the United States. While the Chinese leadership is seeking to manage its
integration into the global capitalist economy via membership of the World
Trade Organization, and the government of Japan remains focused on its ongoing
economic difficulties, the prospects for major advances in regional economic and
political integration centered on Beijing or Tokyo or both, in a fashion that
would challenge US hegemony, seems remote. In fact, the recent resurgence of
bilateral trade arrangements in the region and beyond points not only to the
passing of APEC, but the relative weakness of economic multilateralism in the
region more generally. At the same time, the ASEAN nation-states continue to
be concerned about the economic and politico-military influence of China and
Japan (and to a lesser extent South Korea).

The US-led overthrow of the Taliban in Afghanistan, and the uncertainty
surrounding the future of Iraq and the Middle East more generally since the
overthrow of the regime of Saddam Hussein in early 2003, have highlighted the
relative importance of military power to the US-led globalization project under
George W. Bush. The Bush administration’s vigorous pursuit of unassailable
global military supremacy in the context of the increased emphasis on security
and the ongoing “war on terrorism”, while contributing to a military build-up in
the Asian region generally, also serves to further underwrite US hegemony in the
region even as it contributes in important ways to regional instability. There is an
ongoing crisis centered on North Korea, which has profound implications for its
immediate neighbors and is a legacy of the Cold War era. At the other end of the
region there is a quasi-permanent crisis afflicting the nation-state of Pakistan, the
roots of which are to be found in the timing and character of decolonization and
its relations with post-1947 India against the backdrop of the Cold War. As far as
Northeast and Southeast Asia are concerned, it is possible that as the post-Cold
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War/post-9/11 order takes shape regional elites will use ASEAN+3 to try and
overcome intra-regional tensions and to challenge US hegemony. Nevertheless,
the waning of state-mediated national development and/or looming inter-state
conflicts cannot easily be ameliorated by regional organizations (centered
on nation-states), which reproduce at a regional level all the problems associated
with the nation-state. The fragmentation, turmoil, and inequality of the post-Cold
War era, which is being reinforced and aggravated by the worldwide politico-
military shift facilitated by the suicide bombing of the World Trade Center and
the Pentagon, reflects the profound limits on the ability of the nation-state and
the nation-state system to provide the framework for social advance, individual
freedom and human dignity in an era of globalization. The transition from
decolonization to globalization, which has been a central trend in the history of
the second half of the twentieth century and the early years of the twenty-first
century, has entered a new phase. It is hoped that in this new phase “the battle
for Asia” will be played out in ways that avoid the tragedy and destruction that
has characterized previous decades.
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