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DEVELOPMENTAL STATES IN EAST ASIA:
A COMPARISON OF THE JAPANESE 

AND CHINESE EXPERIENCES*

Mark Beeson

In the aftermath of the East Asian crisis and Japan’s pro-
longed economic downturn, many observers considered that
East Asia’s distinctive model of state-led development had
become redundant and irrelevant. And yet not only have
aspects of this model persisted in Japan despite attempts to
reform it, but China is actively embracing elements of neo-
mercantilism and state interventionism that owe much to the
Japanese exemplar. Even more strikingly, China’s success and
the influence of the “Beijing consensus” are encouraging
other countries to follow suit. This article explores the trajec-
tory of East Asian forms of developmentalism and suggests
that reports of their death may prove premature.
Key words: Economic development in Asia, East Asian poli-

tics, China, Japan
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Introduction
The economies of East Asia have attracted the attention of

scholars and policy makers for decades. Rightly so, although
some observers may have become blasé about, if not bored with,
the story of the “Asian miracle.” The rise of Japan and more
recently China remain remarkable, unparalleled—largely opti-
mism-inducing events of enormous long-run, geopolitical signif-
icance. But it is not just the fact of Japan’s and China’s unprece-
dented economic expansion that has been noteworthy, it is also
the manner in which it has been achieved. What has really set
the most successful East Asian economies apart, and what has
given them a wider significance in debates about economic
development and public policy, has been the role of govern-
ment. The “developmental state” pioneered by Japan, which
was emulated with varying degrees of faithfulness and efficacy
elsewhere in the region, became synonymous with East Asia’s
rapid economic expansion and emblematic of the region’s dis-
tinctive approach to economic management.1

The precise impact of the developmental state in actually accel-
erating economic growth or in “deepening” the extent of subse-
quent industrialization in either Japan or elsewhere remains uncer-
tain, contentious, and indicative of our imperfect understanding of
such processes.2 However, even among those observers who are
prepared to acknowledge that a powerful state apparatus may
have played an important role in overseeing and directing the
course of Japan’s post-war economic renaissance, there is a wide-
ly held view that in an era of growing cross-border economic
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integration, such a role for the state is anachronistic at best, inim-
ical to further development at worst.3 Japan’s comparatively
anemic economic performance throughout the 1990s and into
the new century seemed to confirm the wisdom of such views:
Not only was Japan performing badly—especially when mea-
sured by its own lofty former standards—but it seemed that
Japanese policy makers were incapable of coming up with ways
to address the malaise. Worse still, the entire Japanese political
and bureaucratic system seemed to be contributing to the prob-
lem and came in for extensive criticism as a consequence.4

In such circumstances, some observers think it unlikely that
the developmental state might persist in Japan, let alone still be
emulated elsewhere.5 And yet that is precisely what seems to
have happened: Not only does the legacy of Japan’s “interven-
tionist” state live on and continue—for better or worse—to shape
public policy in that country,6 but others have sought to repli-
cate aspects of the “Japanese model” elsewhere.7 By far the most
important of these potential acolytes is China, which has attempt-
ed to reproduce some elements of the Japanese exemplar to
accelerate and manage its own remarkable rise.8 China conse-
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quently presents an important case study of the durability and
continuing attractiveness of something approximating a devel-
opmental state in the contemporary era, especially when the
neoliberal, Anglo-American alternative looks so discredited, and
when some are suggesting that East Asian forms of capitalism
look increasingly attractive.9

Given the significance of Japan and China as developmental
exemplars and as pivotal economic, political, and strategic actors
in East Asia and the wider international system, it is surprising
how few attempts have been made to compare their respective
historical experiences.10 Doing so, however, provides important
insights into the dynamics of development in East Asia and the
importance of specific historical conditions. The principal con-
clusion that emerges from what follows is that while contingent
international strategic and economic conditions may structurally
constrain policy choices and developmental paths, agency mat-
ters and political elites may retain a surprising degree of autono-
my if they care to try and exercise it.

In short, there are complex dialectical processes at work in
East Asia that will continue to shape political and economic struc-
tures in the region, and ensure not only that it will continue to look
noticeably different from Anglo-American forms of capitalism, but
that something approximating the developmental state is likely to
remain part of it. The first part of the discussion provides a brief
conceptual introduction to the developmental state and the persis-
tence of difference in East Asia. I suggest that whatever we may
think about the utility or feasibility of developmental states in the
current era, they are likely to persist as a consequence of path
dependency, institutional “stickiness,” and the interlocking pat-
terns of political and economic power that are such a ubiquitous
and distinctive part of development in East Asia.11
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Conceptualizing Developmental States
State Capacity

The developmental state became a widely used and under-
stood concept as a consequence of Chalmers Johnson’s seminal
analysis of Japan’s post-war economic reconstruction.12 In John-
son’s original formulation the developmental state had a number
of features—principal among which were competent state agen-
cies and carefully calibrated industrial policies—that allowed it to
play a decisive role in directing the course of Japan’s economic
resurrection. The key quality that made the state in Japan develop-
mental was that it planned the development process rather than
relied on market forces to determine the optimal allocation of
resources. Unlike “market rational” states, which were concerned
with simply establishing the rules of the economic game, the “plan
rational” state sought to formulate and pursue “substantive social
and economic goals.” In Japan’s case, as I explain in more detail
below, there is no doubt that such goals were often achieved,
thanks to a combination of domestic capacity and favorable exter-
nal circumstances.13 The unprecedented success of Japan’s post-
war developmental project gave it—for a while, at least—a talis-
manic status for other would-be developers, and a special place in
debates about and analysis of the rapidly expanding field of com-
parative political economy.

The nature of contingent circumstances determines both the
quality and impact of national public policy. Differing “state
capacities” are at the core of idealized depictions of the develop-
mental state. Because Japan appears to be losing them and China
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has never fully developed them, it is worth spelling out what they
are supposed to be. At one level state capacity is easily defined:
simply a state’s ability to design and implement policy.14 Howev-
er, this begs a series of further questions about the precise attribut-
es that allow some broadly similar states to do this more or less
effectively while others find it more difficult. Again, this seems
superficially straightforward and a function of the degree of
“stateness” or “strength” that different states may have. It was the
apparent absence of such qualities that Migdal thought explained
disappointing developmental outcomes in Africa, for example.15
By contrast, it was precisely the possession of state strength, or
more particularly an ability to “penetrate” and mobilize the soci-
ety in which the state was embedded, which some observers
claimed was the key to the rise of East Asia.16

The challenge has always been in achieving the right degree
of what Peter Evans famously described as “embedded autono-
my”17—in other words, bureaucratic agencies that were not only
capable and coherent, but also were sufficiently close to society
and economic actors to implement policy and “guide” develop-
ment. The danger has always been that such agencies would
become too close, “captured,” and the servants of particularistic
interests. It was precisely this possibility that was described as
“crony capitalism,” and considered by critics as part of the
explanation for the East Asian financial crisis.18
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The Developmental State
One of the advantages of comparative analyses of the sort

that follows is that it illustrates the way that some of these fac-
tors are actually realized or approximated in practice. It is worth
emphasizing a few general issues at the outset, though. First, the
idea of the developmental state deployed here stands for a gen-
eral policy orientation on the part of the state, rather than a spe-
cific set of initiatives or bureaucratic practices. The key point is
that such an activist orientation is fundamentally at odds with
the idealized small-state, market-centered, neoliberal model
associated with the Anglo-American economies; it consequently
remains a useful point of departure when thinking about broad
brush distinctions between East Asia and elsewhere. Adopting a
new policy paradigm inevitably creates winners and losers,
something that helps to explain the continuing resistance to
neoliberal reform in East Asia.19 Second, the particular way that
such an orientation will reveal itself will vary as a consequence
of specific national histories and may endure even when the
original “need” for such an approach has apparently passed. As
Stephan Haggard points out:

Asia proves that a variety of institutional arrangements can con-
tribute to high growth. Understanding the diversity of institutional
arrangements, however, requires an analytic strategy that differs
somewhat from focusing on the functions that institutions might
perform, and calls on us to dig beneath institutional arrangements
to reveal the political relationships that create and support them.20
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This is a point that has also been emphasized by Adrian
Leftwich, who reminds us that development “must always be
understood as an inescapably political process in which the pur-
posive interaction of people, power and resources, in diverse
cultural and historical contexts, shapes the pattern and the out-
comes at any given point.”21 Both the Japanese and Chinese
cases reflect this point but also suggest that, despite very differ-
ent national histories, state capacities, and modes of integration
into the global economy, there are sufficient commonalities in
the overall patterns of economic governance in Japan and China
to allow us to label them both as being in the developmental
camp. There are, however, also important and enduring differ-
ences. Paradoxically, both the differences and similarities can be
explained in large part by domestic politics, and the way they
have been shaped by and have responded to a complex array of
economic and geopolitical forces.22

The very different reactions of Chinese and Japanese elites
during the nineteenth century in particular provide a compelling
reminder that state policy makes a decisive difference in deter-
mining long-run developmental outcomes.23 From being the
center of an East Asian political order that had endured for cen-
turies and which plainly engendered a degree of hubris and
insularity, China found itself unable to respond to the economic
and political expansion of Europe. By contrast, the response of
Japan to Western, or more especially, American intrusion could
hardly have been more different. True, Japan’s elites were ini-
tially just as insular and unhappy about the prospect of adjust-
ing to external pressure as China’s were, but the forced “open-
ing” of Japan by the United States in the middle of the nineteenth
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century triggered a process of profound social transformation.24
The Meiji Restoration marked the beginning of a process that
would see Japan completely overhaul its structures of gover-
nance, and institutionalize a powerful, centralized state at the
heart of its long-run rise to prominence as an industrial and mil-
itary power.25 It is also important to recognize that the political
histories and cultures of both Japan and China have made the
very idea of a powerful, interventionist state much less problem-
atic than it has in the Anglo-American economies.26

The durability of Japan’s political and economic institutions
in the face of American reformist pressures is attributable to the
fact that such pressures dissipated with the onset of the cold war
and the need to stabilize capitalist allies of any sort—even those
that practiced the sort of centralized, neo-mercantilist interven-
tionism that was an ideological anathema to many U.S. policy
makers. Put bluntly, the imperatives of cold war rivalry and the
need to consolidate Japan as a successful bulwark against possi-
ble Soviet expansion and as the centerpiece of a regional eco-
nomic revival meant that the United States was forced to toler-
ate a largely unreconstructed Japanese developmental state.27
The geopolitical context of the cold war also proved both a pow-
erful external spur to development through aid and investment
packages,28 and a surprisingly permissive ideological context
within which to pursue state-led development strategies.29 At
least this was the case for U.S. allies.

For countries like China that were on the “wrong” side of
the ideological fence, the developmental forecast was a good
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deal gloomier. Indeed, it is easy to forget that China’s relatively
isolated and intimidated “socialist developmental state” achieved
substantial industrialization and modernization from a very low
base and in remarkably unpropitious circumstances.30 More-
over, as Alvin So perceptively points out, “the present develop-
mental miracle of China actually owes much to the historical
heritage of the Maoist era. Despite many shortcomings, the
Maoist legacy has provided China with a strong Leninist party-
state, [and] a concentration of power in the communist party.”31

Paradoxically enough, therefore, the cold war period, and
the exigencies of development and even state survival in China’s
case, have at least partly enabled China’s current state-directed
integration into the global economy. But it is doing so in very
different circumstances from those that confronted Japan, and
without some of the advantages that Japan possessed. The next
section spells out how Japan managed this process, what even-
tually went wrong, and why aspects of the developmental state
persist.

Japan: Still Developmental After All These Years?
The current conventional wisdom is that whatever the

advantages Japan’s developmental state may once have enjoyed,
it is now associated with stasis at best, long-term decline at
worst. Nevertheless, elements of the developmental state persist
as a result of path dependency, institutional inertia, and because
some actors continue to support them. In order to understand
why, it is useful to remind ourselves of what the Japanese devel-
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opmental state looked like in its heyday and why it has proved
so resistant to change.
Japan’s Success Story

The story of the Japanese miracle has been frequently told,
so I shall simply highlight some of its key features here. Most
importantly, perhaps, Japan’s resurgence occurred in very dif-
ferent circumstances from those confronting China. Two exter-
nal conditions were especially favorable as far as Japan was con-
cerned. First, the Japanese were actively supported rather than
“contained” by the now hegemonic presence of the United States.
The willingness to tolerate Japan’s neo-mercantilist developmen-
tal strategies was a crucial component of the permissive environ-
ment in which Japan prospered. This was especially important
given a second factor that favored Japan. The U.S. promotion of a
broadly “liberal” world order in the aftermath of World War II
would eventually culminate in the greater degree of international
economic integration that we now associate with “globaliza-
tion.”32 For the first few decades of this process, however, Japan
would enjoy the best of both worlds: It was able to take advan-
tage of a rapidly expanding international economy and relatively
unfettered access to important markets in Europe and North
America, without having to open up its own markets and, crucial-
ly, while maintaining control of the domestic financial system.33

Japanese bureaucrats had some particular advantages in
pursuing their vision of industrial rebirth. First, the idea of a pow-
erful, interventionist state enjoyed a degree of legitimacy that it
did not in the Anglo-American economies, where very different
traditions of economic and political thought prevailed.34 More-
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over, the bureaucrats not only enjoyed a good deal of prestige,
they also had real power: The nature of Japan’s political system,
in which the conventional political class is famously ineffective
and preoccupied with raising money to fight elections, meant
that the bureaucrats were generally allowed to get on with run-
ning the economy.35 When the developmental state was at the
height of its powers, state officials were able to exploit the sorts
of “embedded autonomy” that Evans considered vital to effec-
tive policy implementation.36 Close connections with Japan’s
powerful keiretsu business groups allowed industrial policies to
be coordinated via an “old boy network” of ex-public servants
who ended their careers in the board rooms of leading Japanese
corporations.37

Such relationships were fundamental components of the old
order. The very different way in which they are now viewed is
emblematic of the real material changes that have overtaken
Japan and of the ideological prism through which they have
been refracted. But before considering these changes it is impor-
tant to briefly note that the “Japanese model” had other impor-
tant components that help explain its undoubted success. The
keiretsu networks, for example, enjoyed significant competitive
advantages,38 partly because they were embedded in a wider
array of institutionalized social relationships that together helped
Japan to “catch-up” with the rest of the industrialized world;

16 Mark Beeson

35. Karel van Wolferen, The Enigma of Japanese Power: People and Politics in a
Stateless Nation (London: Papermac, 1989).

36. Evans, Embedded Autonomy.
37. Ulricke Schaede, “The ‘Old Boy’ Network and Government-Business

Relationships in Japan,” Journal of Japanese Studies, vol. 21, No. 2 (Sum-
mer, 1995), pp. 293-317.

38. What Michael Gerlach calls Japan’s alliance capital benefited from sta-
ble patterns of cross-shareholding and preferential trading relations
with other keiretsu members and access to “patient” capital for their
“main banks.” There is, of course, currently a debate over whether such
relationships are either any longer beneficial or sustainable in the face
of greater competition and external pressure, but they undoubtedly
underpinned the expansion of Japanese capital domestically and over-
seas. See Michael L. Gerlach, Alliance Capitalism: The Social Organization
of Japanese Business (Berkeley, Calif.: University of California Press, 1992).



they also gave Japan’s distinctive patterns of social accommoda-
tion a good deal of stability and resilience. Not only did its indus-
trial relations system feature “lifetime employment”39 and a
more collective commitment to corporate goals;40 Japan’s eco-
nomic and social institutions were also widely thought to give it
a competitive advantage over other economies.41

Things Fall Apart
Japan’s growth record since the beginning of the 1990s has

caused a major rethinking of the entire Japanese experience and
about the role of the developmental state within it. While this is
understandable enough, perhaps we also need to think about
the wider geopolitical context in which the Japanese model
appeared to founder. Of central importance in this context was
the winding down of the cold war and an increased willingness
on the part of the United States to pressure Japan into opening
up its domestic economy. Precisely the same sorts of pressures
are building up around China since it has supplanted Japan as
the principal source of U.S. trade deficits. They are no more like-
ly to address the underlying problems than they were in Japan’s
case. Nevertheless, they do serve as a reminder of the dynamics,
importance, and possible unintended consequences that flow
from specific geopolitical contexts.

Many of Japan’s current problems were either caused by, or
manifest in, the “bubble economy” that emerged in the late
1980s. The causes and consequences of the bubble economy
have already been extensively analyzed,42 so it is sufficient to
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simply make a few general points here. First—and something
that is generally neglected in most analyses—Japan’s strategic
dependence on the United States and the non-negotiable nature
of the security relationship meant that it was potentially vulnera-
ble to shifts in the overarching geopolitical context.43 The grow-
ing preoccupation of the United States with its own national
economic position during the 1980s was making it increasingly
unwilling to bear the costs associated with benign hegemony,44
and more demanding of allies as their strategic importance
declined. When the Americans demanded that Japan cooperate
in a process of managed currency realignment, Japanese policy
makers had little choice but to oblige.

The so-called Plaza Accord negotiated in 1985 may have
had the desired short-term impact of reducing the value of the
dollar against the yen, but it set in motion a series of unforeseen
and often unwelcome consequences that continue to reverber-
ate.45 As far as Japan was concerned, the Accord had two princi-
pal effects. First, as a consequence of a loosening of domestic
monetary policy to compensate for the appreciation of the yen,
speculative bubbles developed in the real estate and stock mar-
kets. The yen appreciation and the increased cost of doing busi-
ness in Japan also led to a second effect: the off-shore migration
of Japan’s most competitive, export-oriented companies and a
greater reliance on (and need to protect) the “inefficient” domestic
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sector.46 In the longer term, Japan’s underlying political dynamics
and economic structures, which had become increasingly reliant
on trade surpluses to underwrite a distinct domestic accommo-
dation, appeared incapable of delivering continuing high growth
in the face of increased international competition. This created
pressure for reform from inside, and especially outside, Japan.47

Yet, while it is true that the liberalization of finance has
begun to loosen ties between the financial and industrial sectors
in Japan and undermined the policy tools available to agencies
like the Ministry of Finance (MoF),48 the reform process has
been anything but a “big bang.” Not only has the MoF fought to
resist change—as have other key bureaucracies49—but it has actu-
ally sought to expand its power by managing the very reforms
that were supposed to curb its influence.50 What is especially
noteworthy about Japan is that financial regulation in particular
has been based on “informal relational ties linking government
regulators and financial institutions and [a] reliance on discre-
tionary rather than rules-based procedures.”51 Consequently,
transforming Japan’s policy networks and the political rationali-
ty that pervaded the developmental state will require more than
simply rewriting the regulatory framework.

Given that the integration and evolution of financial sector
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activity has arguably gone further than any other aspect of
“globalization” and consequently might be expected to have a
major impact on domestic regulatory structures, the limited
extent of financial-sector reform in Japan is especially revealing.
It becomes easier to understand why reform initiatives have had
a modest impact elsewhere, too. As Edward Lincoln points
out,52 a big chunk of Japan’s population has a powerful stake in
the old regime and little incentive to seek or lobby for change.
As a result, the problem Japan confronts is that although the
constellations of political power and social accommodation that
underpinned the old model may still be largely in place, the poli-
cy tools and thus the effectiveness of the developmental state
have been significantly eroded.

While it is clear that Japan’s developmental state played a
pivotal role in shaping its post-war recovery, it is equally appar-
ent that it has become increasingly dysfunctional. Even in its hey-
day the developmental state didn’t entirely manage to avoid cap-
ture by particularistic interests, as the notorious “construction
state” and the astounding waste of public money with which it
was associated attests.53 The weakness and idiosyncrasies of the
Japanese political system suggest that there is still little appetite
or political capacity to promote major reform.54 As a result, Japan
finds itself in something of a governmental limbo. As Steven
Vogel puts it, “Japan’s error may not have been sticking with a
model that was outmoded but abandoning a model that worked
without converting to a new one.”55 Yet despite current problems
with the “Japanese model,” it continues to provide something of
an inspiration and a useful comparative benchmark for other East
Asian states, including China.
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China: Not Developmental Enough?
The central issue in what follows is whether, despite—or

perhaps because of—the profound economic and political changes
that have swept through China over the last thirty years or so, it
can be thought of as a developmental state in broadly the same
way as Japan. Despite some significant differences, I shall sug-
gest in what follows that it can, and it may even become more so
in time. At the very least, a comparison with the Japanese expe-
rience highlights important elements of the general East Asian
success story that may have enduring significance for the East
Asian region and beyond.

Two general issues are worth highlighting at the outset. First,
like Japan, the People’s Republic of China’s (PRC) developmental
project has been profoundly influenced by the wider geopolitical
context in which it was embedded. In China’s case, of course, this
has—until relatively recently, at least—been a major disadvantage:
China found itself politically and economically marginalized in an
increasingly integrated international political-economy dominated
by the United States.56 In such circumstances, it is hardly surpris-
ing that China’s leaders initially “leaned toward” the Soviet
Union, its notional ideological ally. The second point which flows
from this is that, although China’s political and economic regime is
very different from Japan’s, the PRC government has from its
inception also been a developmental state, albeit one that was ini-
tially socialist and Maoist.57 Indeed, it could hardly have been oth-
erwise: States can’t get much more “interventionist” and directive
than they do under central planning.

But the limits of China’s self-reliance and the disadvantages
of isolation from global economic forces became increasingly
apparent during the 1950s and 1960s. This is not to say that signif-
icant development did not occur during the Mao era—it did58—
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but it was dwarfed by the rapid economic growth that was occur-
ring elsewhere in the region, most gallingly in Taiwan. Even
when Deng Xiaoping made the pragmatic decision to begin
“opening” China and integrating with the global economy, it was
not obvious whether the capitalist road and the journey from plan
to market would prove successful. Equally importantly, the impli-
cations of this transition for the Chinese Communist Party (CCP)—
which, despite significant changes, remains the central political
force in Chinese politics—were far from clear.59 Although there
are powerful forces in Japan that have also resisted wholesale eco-
nomic liberalization, in the PRC policy change has an ideological
significance that potentially transcends the concerns of simple
vested interests. The ability of the ruling elite to reconcile poten-
tially competing political and economic imperatives has placed a
strain on already limited state capacities.
China’s Paradoxical Developmental State

Given China’s unprecedented recent growth spurt, we might
be forgiven for thinking that the PRC government must be doing
something right. And yet many China specialists argue that
China’s development is either “dysfunctional,”60 or caution that
“[r]eifying the PRC as a developmental state would reflect only
the center’s official aspirations, not the empirical reality within
the party-state’s own institutions.”61 How do we reconcile this
apparent contradiction? Plainly, at one level the Chinese econo-
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my must finally have been in the right place at the right time,
but this still begs the question of how much credit the PRC gov-
ernment deserves for directing or managing this process. At the
very least, Deng’s decision to “open” the Chinese economy was
a political initiative that merits comparison with Japan’s open-
ing a century earlier. As we have seen, in Japan’s case there is a
substantial consensus that whatever problems the Japanese
economy may presently have, historical patterns of state inter-
vention and direction were decisive and beneficial in the high
growth period. In China’s case, the lack of a similar state capaci-
ty and doubts about the state’s ability to direct the course of
development have led to more equivocal interpretations of the
developmental process. Indeed, it has been argued that it is a
lack of state capacity and the concomitant inability of govern-
ment to direct or compel compliance with its initiatives that
have actually made market-led development more attractive.62

A number of factors seem to have stopped the state in China
from playing as extensive and effective a role as it did in Japan.
Most obviously, of course, the fact that China was geographical-
ly and demographically massive, “socialist,” impoverished, and
lacking in the sort of developmental track record that led Japan
to colonize China rather than vice versa, were clearly long-term
handicaps. But the nature of the political relationships and eco-
nomic structures that developed in the PRC meant that the
course of development was shaped by contingent forces that
continue to constrain policy options even in the post-Mao reform
era. At the center of China’s comparatively modest levels of
state capacity is what Lieberthal called “fragmented authoritari-
anism,”63 or functionally differentiated clusters of responsibility
that have made decision making contested and far less coherent
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than in Japan, where its bureaucrats were less constrained by
rival centers of political, ideological or even military power.64

The ability of the central government to exercise its authori-
ty and guide development appears to have been further com-
promised by a process of decentralization. However, like much
else in China’s developmental history, there is a good deal of
debate about the impact and even the reality of the decentraliza-
tion process. On the one hand, some argue that decentralization
had little to do with China’s remarkable recent growth, claiming
that the state remains highly centralized and authoritarian, and
that the key reforms that underpinned recent development were
in place by the 1970s and 1980s—well before decentralization
took hold.65 On the other hand, what has been described as
“federalism Chinese style” is seen as having “placed consider-
able limits on the discretion of the central government.”66 A
more nuanced middle ground stresses the way institutions have
been reconfigured in a continuing interaction between the center
and the provinces, a process that constrains but does not deter-
mine. Consequently, “local actors have exercised agency in
manipulating formal institutions to their advantage.”67

The dialectic between center and provinces continues to
unfold, with no definitive outcome.68 What is becoming appar-
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ent, however, are the distinctive problems and features of the
Chinese system that distinguish it from Japan’s. Although it is
important to recognize that corruption and “money politics”
have been endemic in Japan for decades,69 during the height of
the developmental state, at least, the bureaucracy was generally
uncompromised and corruption posed little direct threat to the
developmental project.70 In China, by contrast, corruption has
become pervasive, a source of popular unrest, and potentially
corrosive of state legitimacy.71 Paradoxically enough, however,
corruption has also been central to the acceptance and successful
integration of capitalist social relations.72 The expansion and
transformation of the economy and its associated incentive
structures have not only made capitalism more attractive, they
have also fundamentally reconfigured the position of individual
cadres. The “informal privatization” processes that have seen
former party officials become capitalist entrepreneurs has not
only blurred ontological and class boundaries,73 it has also had
an impact on the state and its role.

Two aspects of this process are especially noteworthy. First,
the Chinese state has deviated from the sort of “autonomous”
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leadership role played in Japan, partly as a consequence of some
party members’ enduring “suspicion” of the private sector,74
and partly because of the entrepreneurial, profit-seeking role of
elements of the state bureaucracy.75 Put differently, where ele-
ments of the state are engaged with the new private sector they
are frequently corrupted and self-serving; where they are not,
they lack the channels of communication and authority to actu-
ally implement policy effectively. These potential problems are
exacerbated by a second distinctive feature of the embrace of
capitalism: the contradictory place of capitalists themselves.76
The key point to make about China’s expanding capitalist class
is that it is not a threat to the extant ruling elite. On the contrary,
in what some have described as China’s corporatist political-
economy, there is a growing coincidence of interests between
the CCP and private capital.77 Consequently, there is little imme-
diate prospect of an expanding bourgeoisie playing the sort of
historical role it did in Europe.78

But China’s distinct political accommodation has some
telling differences and similarities with Japan’s. Japan was also
taken to be corporatist in its developmental heyday,79 and the
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relationship between its political and economic actors remains
surprisingly impervious to “global” reformist pressures to this
day. What is perhaps most noteworthy about China, however, is
that unlike Japan, its ruling elites have been able to utilize for-
eign direct investment (FDI) to actually reinforce their political
authority and control. As Mary Gallagher points out: “While
foreign investment may indirectly improve the environment for
future democratization, through the promotion of the rule of
law, transparency, and the freer flow of information, in the short
term its presence has afforded the regime more time and more
political space to pursue economic reform without political lib-
eralization.”80 The point to emphasize is that, even though
China has been much more economically open and reliant on
FDI than Japan was, its political elites have managed to exert a
degree of control over its possible political impact, at least—its
inferior state capacity notwithstanding. The question is what
impact such practices have had on the quality of the develop-
mental process and whether they will remain effective in the
future.
Developmental Outcomes

Given the structure of the Chinese economy and the politi-
cal constraints it generates, it is remarkable how effectively the
contradictory dynamics of developmentalism have actually been
managed. China’s governing elite is, after all, caught between
the need to prop up unprofitable and uncompetitive state-owned
enterprises (SOEs)—the former stalwarts of the centrally-planned
economy—and an export-oriented economy that is increasingly
dominated by the private sector and/or foreign multinational
corporations.81 In sharp contrast to Japan, the emergence of a
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competitive export sector in China has relied heavily on foreign
investment, and the resultant economic activity consequently is
not easily controlled or necessarily beneficial as far as long-term
development and industrial deepening are concerned. For exam-
ple, 60 percent of exports to the United States are from foreign
firms.82 More generally, the amount of value added in the pro-
duction of such exports within China is “extraordinarily low,”
with imported components accounting for 80 percent of the value
of the final product.83

As a result, one of the most common criticisms of China’s
developmental project has been about the quality and depth of
the industrialization process, making comparisons with South-
east Asia’s “ersatz capitalism” not inappropriate. As with the
debate about decentralization, the evidence about China’s devel-
opment is mixed and often contradictory, despite the unambigu-
ous and dramatic expansion of the Chinese economy overall.
Part of the ambivalence flows from the fact that China, like
Japan, has developed a “dual economy.”84 In China’s case, this
“dual track” was an intentional part of the shift from plan to
market,85 and it has manifested itself most obviously in the con-
tinuing prominence of the uncompetitive SOEs. Despite the
rapid decline in the absolute number of SOEs and of their share
in overall economic activity, the general state attitude toward
the SOEs and privatization was enunciated by former Prime
Minister Zhu Rongji and his strategy to zhuada fangxiao (“grasp
the big, let go the small”).86 The intention was to maintain con-
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trol of the “commanding heights” of the economy while allow-
ing small-scale enterprises to flourish in an increasingly market-
driven economic environment.

But whatever the merits of a Japanese-style attitude to indus-
trial development and national security may have been, China’s
political elites confronted a very different international context.
Not only had greater transborder economic integration become
the norm in the intervening decades, the international regulato-
ry architecture had become more influential and intrusive as
well. Nowhere was this more apparent than in China’s accession
to the World Trade Organization (WTO). China agreed to entry
terms that “far surpass[ed] those made by founding members.”87
As a consequence, some of the potential advantages of “late”
development and the catch-up strategies that were available to
Japan were effectively foreclosed. As Kerr puts it, “the TRIPS
and TRIMS constraints of WTO membership, and the sensitivity
of other economies to China’s developmental rise, mean that
technological ‘free-riding’ is much harder for China than previ-
ous late industrializers.”88 Equally importantly, the very struc-
ture and underlying logic of international production has under-
gone profound changes that highlight the tensions between
China’s economic goals and political imperatives.

One of the more significant recent developments in the organi-
zation of international economic activity has been the modulariza-
tion of manufacturing processes and the creation of new transna-
tional networks of production.89 Late industrializers like China
must attempt to integrate themselves within such networks, which
are generally dominated by established foreign multinationals
with embedded ownership and organizational advantages.90 The
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dilemma for Chinese policy makers is that modular production
networks open up great opportunities for “China” to be incor-
porated into rapidly expanding, hyper-competitive corporate
structures; but such processes may be difficult to control and
occur on unfavorable terms. As Steinfeld points out, “networked
modular production may create opportunities for the few play-
ers that can actually innovate, but for the vast majority who can-
not—whether for reasons of inadequate resources, knowledge, or
supporting institutions—the terms of competition have become
brutal.”91 The result as far as China is concerned has generally
been that the industrialization process has remained rather shal-
low, technology transfer has been limited, and the tendency
toward dualism has persisted because “the highly international-
ized and competitive sector has not significantly helped the
modernization of the rest of the economy.”92

The failure of industrial upgrading and technology transfer
is invariably attributed to either a general lack of state capaci-
ty,93 or more specifically to the impact of decentralization and
the consequent “lack of production networks and organic link-
ages among domestic firms or between foreign and local enter-
prises.”94 And yet, while there are obvious difficulties facing
China’s policy makers in actually achieving the degree of con-
trol or direction over industrial development that they might
wish, the state in China remains developmental in orientation
and ambition. One of the hallmarks of Japan’s “mercantile real-
ism,” or its integrated developmental, strategic, and foreign
policies, was a lively awareness of the importance of technologi-
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cal mastery in underpinning national economic and military
security.95 In China, too, there is a similar determination, if not
capacity, to adopt a “comprehensive” approach to technological
upgrading, security, and development.96

Whatever the merits of this approach to industrial develop-
ment, the significant point to emphasize here is that it persists
despite the best efforts of organizations like the WTO and a
more inclement ideational climate internationally. Indeed, even
in the area of finance—the sector of economic activity that is
widely considered to have become most “global” and resistant
to national proclivities—China’s domestic structures and prac-
tices remain surprisingly distinct and impervious to reform.
Despite widespread criticism and alarm about the health of
China’s banking system, especially the extent of non-performing
loans, Chinese banks continue to lend primarily to SOEs.97 The
reasons are not hard to discern and are a powerful reminder of
both the importance of domestic politics and the resultant sticki-
ness of institutions. As Victor Shih puts it:

continuing gross inefficiency in the financial sector can best be
understood by examining the political and careerist incentives of
those who decided the policies . . . Their concern for political sur-
vival produced a bundle of policies that maximized their financial
control, bolstered their administrative accomplishments, and mini-
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mized policy risks.98

In other words, the nature of policy, the role of the state,
and the durability of institutionalized relationships that have
apparently passed their use-by dates can be largely explained by
the continuing influence of contingent political forces. While this
may not tell us anything about the type of state this will produce
or the policies it will pursue, it does suggests that differences
persist even in the most fungible sectors of formerly discrete
national economies.
Can Difference Persist?

Even if it is accepted that in the absence of major crises or
shocks, institutional inertia or stickiness is likely to impart a
degree of path dependency to policy frameworks and the under-
lying constellations of power that inform them. Yet we might still
expect that a more generalized process of policy convergence
might occur as particular ideas become more influential.99 There
is, after all, an extensive public policy literature that points to the
possibilities of policy learning and transfer,100 as well as more
critical studies that emphasize the hegemonic role of transna-
tional class forces in encouraging, if not compelling, change along
neoliberal lines.101 And yet, the reality is that, as the varieties of
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capitalism literature reminds us, national diversity persists at an
underlying structural level, and the policy initiatives associated
with neoliberalism have been actively resisted in East Asia.102
There are a number of reasons to believe that resistance to Anglo-
American forms of capitalism may actually intensify.

China’s rise is widely predicted to have a major impact on
the distribution of power and influence in the international sys-
tem.103 Again, views differ about the possible impacts of China’s
economic development, but to state them briefly they may be
divided between those that expect China’s rise to lead to inevitable
hegemonic competition and conflict,104 and those that believe
that China’s political and economic elites are being socialized
into cooperative behavior as a consequence of their increasingly
active and sophisticated participation in international institu-
tions.105 Either way, there is widespread agreement that China’s
rise matters enormously, and that it has the potential to influ-
ence the system of which it is a part. The difference between the
most recent ascents of China and Japan is, therefore, striking
and merits emphasis.

Japan’s initial attempt at carving regional hegemony ended
disastrously and culminated in its defeat and occupation by the
United States.106 The most striking feature of Japan’s subsequent
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foreign policy has been its “reactive,” passive, and ineffectual
nature: Strategic subordination to the United States has meant
that Japan has been unable to play the sort of international polit-
ical role that we might have expected from a country of its mate-
rial capabilities.107 Although China, by contrast, displays no
such inhibitions, as Goldstein observes, there is “scant evidence
that China is likely to abandon its current, relatively conserva-
tive approach and instead adopt a grand strategy that would
seek to overturn, rather than adjust to or attempt to reform, the
international order it faces.”108 But while Chinese policy makers
may be relatively content with the broad geopolitical parameters
within which they operate, this does not mean they will not
attempt to shape them to their advantage.

In the dialectical interplay of material and ideational factors
that constitutes the international system and approximates
“global governance,” two developments are especially notewor-
thy and likely to encourage the persistence of difference in East
Asia. First, China’s increasingly sophisticated diplomacy is rein-
forcing its growing material presence and helping to establish a
“Beijing consensus” as an alternative to the more familiar, fre-
quently unloved Washington variety.109 China’s own stellar
developmental record might be expected to lend the Beijing con-
sensus intrinsic appeal, but its “pragmatic” approach to public
policy and tolerance of authoritarianism make it even more
attractive to countries where development is stalled or failing.
The second factor that may give China a surprising degree of
ideational influence is the array of problems affecting its princi-
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pal rival: The rapid decline in the status and strength of the U.S.
economy is not simply undermining the material foundations of
American power, it is also changing the way the United States is
perceived.110

For decades America’s undoubted military primacy was
underpinned by economic strength. Indeed, the conventional
wisdom in East Asia, and a major constraint on the foreign poli-
cy of Japan in particular, was the assumption that East Asian
development was dependent on continuing access to North
American markets. While there is still something in this, the
recent turmoil in the American economy has seen a rapid change
in its ideational status and an even more tangible shift in its
material position. The fact that America’s largest bank had to go
cap in hand to China’s new sovereign wealth funds for emer-
gency funding highlights the rapid shift that has occurred in the
international balance of economic power.111 For some American
commentators the emergence of Chinese-style “state capitalism”
means “the reality may be that the era of free markets unleashed
by Margaret Thatcher and reinforced by Ronald Reagan in the
1980s is fading away. In place of deregulation and privatization
are government efforts to reassert control over their economies
and to use this to enhance their global influence. It is an ill wind
that blows.”112

Whether one agrees with the view that the resurgence of
East Asian forms of state-dominated capitalism is any worse
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than a neoliberal model that is wracked by crisis and distin-
guished by grotesque, unsustainable-looking levels of inequality
is a moot point.113 What matters here is that the declining repu-
tation and performance of neoliberal, Anglo-American capital-
ism means that it is unlikely to win new admirers in an East
Asian region that has profited from rather different develop-
mental models. On the contrary, even prominent champions of
neoliberalism are now concerned that the balance of ideational
influence may be shifting.114 In such circumstances, it is not sim-
ply possible that East Asia’s distinct political economies with
their tradition of state interventionism and suspicion of neolib-
eralism may actually persist. It is entirely possible that they will
actually look increasingly attractive compared to their damaged
and somewhat discredited Western rivals.

Conclusion
At the broadest level, it might seem redundant even to ask

whether states in East Asia remain developmentally oriented or
whether the state continues to influence economic activity: All
states are involved in providing the regulatory and social context
in which economic activity of any sort can occur—an especially
important consideration in capitalist economies.115 Despite an
association with corruption and more recently inefficiency, aspects
of the developmental state pioneered by Japan and emulated to
varying degrees elsewhere remain—for better or worse—institu-
tionally embedded in the East Asian region. Consequently, if we
understand East Asian developmentalism as being about an over-
all orientation to public policy and the role of the state, rather than
about a specific set of policy prescriptions or bureaucratic agen-
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cies, it is clear that East Asia’s distinctive forms of political and
economic organization persist despite significant structural and
agential reformist pressures.

It is also evident that, for all China’s profound developmen-
tal challenges and unpromising socialist heritage, interventionist
public policies have played an important role in underpinning
its remarkable recent economic development—despite inferior
state capacity and a less permissive external environment. While
there is much in common with Japan’s high growth phase in
terms of overall policy orientation and developmental intention,
“socialist” China must negotiate ideological constraints that
Japan did not. As Dani Rodrik points out, while state interven-
tion has clearly contributed to the speed and direction of indus-
trialization in China, the “appropriate criterion of success for
industrial policy is not that ‘only winners should be picked’ (an
impossible task) but that ‘losers should be let go.’”116 Given the
SOE’s powerful political connections and their continuing
importance in the labor market, this will be no easy task.

The danger for China is that it may succumb to the same
kinds of problems that overtook Japan—in short, institutional iner-
tia and an inability to overcome powerful vested interests that are
resistant to change. Like Japan, China may end up with the worst
of both worlds: an old model that is no longer as effective, legiti-
mate, or relevant as it once was, and a new model that is insuffi-
ciently developed or embedded to sustain future development. An
additional problem for China is that some of the adverse impacts
of a more Western-style, market-based model are becoming
painfully clear in China’s increased levels of inequality and unem-
ployment,117 at precisely the same moment that the Anglo-Ameri-
can model itself appears to be less stable and sustainable.

However, the intention here has not been to provide an
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assessment of the relative merits of East Asian developmental-
ism compared to alternatives elsewhere, although there does
seem to be very persuasive evidentiary base which suggests that
the East Asian model has been central to the region’s overall rise
and may yet provide something of a template for other would-
be industrializing nations. Rather, the preceding discussion has
sought to demonstrate why the developmental state was such a
powerful force in East Asia, how it became so deeply institution-
alized, and why it continues to exert an influence as a conse-
quence—even if that influence is taken to be malign, self-serv-
ing, inappropriate, anachronistic, or inefficient.

But while we may no longer wish to praise the developmen-
tal state quite as unreservedly as we once did, it is too soon to
bury it either. Even if enduring elements of Japan’s developmen-
tal state may have blocked what some take to be necessary
reforms, and even if China’s developmental state risks becoming
predatory and less sympathetic to democratic reform,118 we can-
not wish it away. Indeed, it is less and less obvious why we
would necessarily want to do so given the recent underwhelm-
ing performance of the Anglo-American alternative. In the con-
tinuing saga of competing capitalisms, there may yet be life in
East Asian developmentalism.
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