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Introduction

“(…) Economic growth occurs whenever people take resources and rearrange them in ways that are more valuable. A useful metaphor for production in an economy comes from the kitchen. To create valuable final products, we mix inexpensive ingredients according to a recipe. The cooking one can do is limited by the supply of ingredients (…)”
 Despite its vast resources of minerals, precious metals and fertile land, Africa is a global periphery with minimum contribution to the global output. Large spaces of land lay unutilized, covered by few roads of low quality or they are simply inaccessible, with no irrigation systems, hosting no developmental projects but the subsistence farming. Outside the city centers, people meddle through life without proper access to public services. In such areas, hard work does not pay and it is almost impossible to save larger amount of capital for investment or entrepreneurship. Large scale profitable activities are largely individual affairs. They are owned by foreign agents or local elites who know one another and who are stronger in policy formulation than in the service delivery. The figures in the table no 1 are factors of underdevelopment. 

Table no 1 Demographic Factors of Underdevelopment

	Millions

of people
	Factors of underdevelopment



	291 
	Average income below $1 (1998)

	124
	Those up to age 39 were at risk of dying before 40

	43
	Children were stunted as a result of malnutrition (1995)

	205
	Without access to health services (1990-1995)

	249
	Without safe drinking water (1990-1995)

	2
	Of infants die annually before their first birthday


Source: Aittley, p 5

The contrast between Africa’s natural wealth and socio-economic poverty is striking; the so called African paradox
, the African lands so potential and abundant but the socio-economic situation is the deprivation and misery. Potentially wealthy regions are not producing maximally what they could in ideal situation, the factors of production are left unused or they are used in small scale low technology processes which gives small profit, small value added
.

Statement of the Problem

Africa has been abandoned by its leaders. Most governments have identified structural problems in their economies but failed to craft and implement a pragmatic strategy of economic transformation. Three quarters of rural population would rather rely on family, friends and neighbors than on government for assistance
. The World Peace Foundation, an American think tank on issues of sustainable development, has recently presented its new research aimed to enable the citizens of African countries to evaluate the performance of their governments. The project is called “Strengthening African Governance: Index of African Governance, Results and Rankings 2009” and attempts to present detailed analysis of the quality of public administration, the efficiency of the public sector, the governmental ability to enforce the rule of law, enhance macroeconomic stability and sustainable economic opportunity, and deal with ignorance, poverty and disease
. “Africa is rich”, said Robert I. Rotberg, the leading figure of the project, “There is no reason for Africa to be poor. The whole population of Africa is just 100 000 million, which is just 10% of India. But Africa is poor and the reason is poor governance”
. 

Generally, active labor market and full employment is the best way out of poverty. One of the greatest challenges for the African countries is to introduce industrial policies such which will help to transform the subsistence agricultural economies into modern industrial economies, which will offer decent wages to all who work hard in other words which will remove the income poverty. Such transformation will eventually organize the labor force on a national scale and make sure that precious natural resources are extracted, processed, and marketed within regional market or outside Africa. That requires a visionary, committed leadership which will manage to equip the participants in new working processes with adequate doctrine, information, know how and technology suitable for such task. As Wade has recently reminded in is paper “Bringing the State Back In: Lessons from East Asia’s Development Experience”
 from 2005, the foreign direct investment itself is not likely to be an important means of catch-up. Radical liberalization without strategic industrial policies, diversification of the economy and structural transformation, may yield to immiserizing growth which Wade calls “the race to the bottom”
. An exceptionally committed bureaucracy, which will act as a source of economic intelligence, is required to provide economy-wide functional policies
. 

Statement of Hypothesis

Today’s developmental discourse is organized around two main approaches towards the government’s role in achieving economic growth in Africa. First, which I call “neoclassical economy” tend to rely on the market for that the African state is a leviathan which puts barriers for the market forces to reorganize the factors of production spontaneously and with the highest degree of efficiency and effectiveness. The second approach which I call “public interventionism” states the government should actively plan and orchestrate the economic growth, because the market itself has an extractive features in Africa and does not assist local capital accumulation. 

The hypothesis of this paper states that it is eventually possible to transform the structure of the African economies under the market economy path. However, orthodox monetarism has not been suitable for developing societies which suffer from serious structural inefficiencies that require a proactive role of the state. Both government and modern corporations are necessary governance structures in the effort to target the key structural bottlenecks for there to be a qualitative difference in outcomes. In an environment characterized by major market gaps and failures in infrastructure provision it is necessary to “govern” the market and “manage “liberalization’, in other words, to formulate measures of consistent crisis management and craft a regulatory system to balance the rising entrepreneurship and the social justice.  
In all functioning economies, there is a degree of both public and private, and both domestic and foreign. What matters is the nature of their overlap labeled by distinctive brand of national culture, and the nature of the organizational forms of the society as a whole. The creation of the public sector or private sector itself in Africa in this situation is not a panacea. The way the government shapes the nature of publicness and privateness matters. As Mwapachu has postulated, “(…) the major challenge is in re-inventing government when consideration is made on the challenge to balance the spirit of entrepreneurship in government with the imperativeness of strategic management of risk embodied within the framework of public accountability (…)”
. The panacea is brought by the governments’ ability to evaluate and consider the appropriateness of both uncontrolled private actions and the extent and nature of governmental interventions. 

It is believed greater efficiency can be reached through the market systems but the public policies of growth are necessary even though the government has largely introduced privatization measures. The question of the ownership of the factors of production has to be evaluated in each particular case, but, after all, it is not so important who will own the chains of production but what will the country produce, how it will produce it, and for what objectives. As Bailey argues, “(…) the major public utilities such as gas, electricity and water are no less public and no more private simply because the ownership rights have been restructured by privatization”
. A consistent plan for economic restructuring based on one’s natural and human resources has to define the tools. 

Purpose of the Paper

This is a comparative study of Tanzania, South Africa and Botswana. The purpose of the paper is not to rank the three countries according to their “good governance”, but rather to offer an insight into economic policies of the three to see what has worked so far and what hasn’t. The relevance of the concepts of “managed liberalization” and “governed market” will be emphasized
. The paper has two purposes. First is to discuss the role of government in the African economic restructuring using the new theories of international political economy especially the views of scholars such as Amsden (2004), Hassen (2009), Romer (2007) and Wade (2005) who debated possible combinations of the industrial policies and the market systems. The paper will eventually focus on selected aspects of the public intervention in Africa so that, firstly, the scope remains manageable and secondly, evaluations of concrete successes and failures become possible.  

The second purpose is to investigate practical experience with the managed liberalization in three selected case studies, three African economies: Botswana, South Africa and Tanzania, the challenges of Botswana’s, Tanzania’s and South Africa’s restructuring will be analyzed to support author’s conclusions that managed liberalization gives the economies the opportunity to reach sustainable growth. The period covered in the paper will be approximately the last two or three decades, for that covers the period when the governments introduced the economic liberalization as their major policy
. Nevertheless, there are variations in the governmental approach towards liberalization in the three case studies and there are different outcomes, challenges and issues. That makes the three countries an excellent material for a comparative study.

Variables and Methodology

Industrial policy is the independent variable. Industrial policy requires an effective combination of the governmental and corporate structures. Wade distinguishes three components of industrial policy. Firstly, economy-wide functional policies that include exchange rate policies, macroeconomic balance and competition policies including average level of protection. Second, multi-sectoral horizontal policies that include incentives for R&D, incentives for small and medium enterprises, investment in port infrastructure, and the like. Third, sectoral policies, to promote specific sectors or sub-sectors of firms
. A transformative public intervention should be combined with the knowledge of the market systems. Similarly, Amsden talks about tariff protection, development banking, subsidies to public and private R&D, science parks and tax breaks
. Common to these industrial policies is their market orientation, they are supposed to help the second movers to promote industrial development and compete in labor intensive sub-industries
. 

The managed liberalization is the dependent variable and is seen as an outcome of the industrial policies of growth. No industrial champion would claim that astonishing achievement would take place without the governmental economy-wide foresight which continues to shape the composition of activities within its borders and does not let the market to entirely take its course
, the so called managed liberalization. The “governed markets”
 have the potential to serve the countries to use their second mover advantages to achieve unprecedented economic miracles, the precondition for that being the developmental leadership. 

The comparison of the three case studies is based on nine chapters which I believe provide an insight into the debate about industrial policies of growth. These are Protectionism, Industrialization, Foreign Direct Investment, Public Enterprises, Privatization, Budgeting, Tax Policy, Land Ownership, and Social Welfare. Each chapter is introduced by a theoretical debate evaluating the role of the public intervention in the particular aspect of the economy. The assumption is that the comparison of the three case studies will provide the evidence to support the author’s conclusions that both market and government must be part of an industrial policy of economic restructuring. Following, the rationale for managed liberalization will be supported by the evidence coming out of the comparison of the three case studies. 

Qualities and Limitations of the Study

The paper has been written in Tanzania, Dar es Salaam during the author’s study stay at the University of Dar es Salaam, the working conditions might have affected the final output since the equipment and study facilities at the university as well as in the city itself reflect the fact that Tanzania is a developing country. The development discourse at the university has been emotional and contained strong marxist rhetoric despite the fact that Marx has very little to say about the life of an African Atinga, small scale farmer - peasant - entrepreneur
. The life patterns require a degree of cultural insight before one manages to move through the city, research relevant study resources and plan the working hours according to the hours of stable power supply. 

Nevertheless, the work itself has been exciting because of the, I believe, meaningfulness of the debate since it is about real people’s lives. The value added of this study shall be the author’s personal experience with the context studied and her life-size interest in the sustainable solution for the Southern and Eastern African economies. Managed liberalization in Africa particularly functioning social welfare schemes and informed public intervention in combination with more vivid private enterprise will facilitate the life of millions of people who live in the region including the author’s life and that of her family. 

Conceptualization: Theoretical Rationale for Public Intervention

Ideally, in case of the absolute efficiency of production and consumption, no governmental intervention would be necessary
. In economic terms, the efficiency of production is a situation when the economy is at the production possibility frontier, meaning that with the given supply of inputs it is not possible to produce more of a commodity without producing less of the other. The efficiency of consumption that the choice is fully accessible to all the consumers so that they can freely participate in the demand trends formation. The case of production and consumption efficiency makes up the total efficiency of the economy, a situation in which all producers and consumers face the same set of perfectly competitive prices
. If the conditions underpinning the model of perfect competition are valid, in the context of acceptable distribution of incomes, then no governmental intervention would be needed
. 

Nevertheless, in real economy, the equilibrium hardly ever exists. The political nature of the economy somewhat supports the formation of large scale monopolies which become the price makers rather than the price takers
. The structure of the economies is defined by these monopolies. The monopolies tend to conduct restrictive trade practices among themselves and few large producers define the exchange patterns
. In real economies, the producers and consumers do not face the perfectly competitive prices. In real economies, the producers and consumers do not have all equal access towards information
. Because of the large scale concurrence, the freedom of entry into the market is limited
. Bailey calls X inefficiency occurs when the monopolies manipulate the market patterns to the extent that the competition does not exist
. To take example of the biggest producer of electricity TANESCO in Tanzania, the producer is not able to provide stable supplies of power but all Tanzania depends on it. The consumers pay for unreliable services because there is no real alternative. In real economies, the equilibrium does not exist, the least in developing countries or countries in economic transition which suffer from serious structural problems in their market systems. If the total equilibrium does not exist and a market failure occurs, the market failures should be treated by governmental intervention, the government being assigned a minimal but critical role in the political economy, the reason for which there is public sector economics
. 
Theoretically, four main governmental functions are allocative, regulatory, distributive and stabilizing
. The government 

· is the provider of the macroeconomic framework for the markets to function properly; 

· it allocates the factors of production in order to direct the production process towards greater efficiency, 

· regulates the amount of money circulating in the economy,

· assists the economic restructuring processes in times of crisis,
· distributes the wealth among the members of the society,

· provides incentives to work and encourage the development of competitive sectors 
· and stabilizes the prices and the currency
.
Contextualization: Public Intervention in Africa

The neoclassical economy doesn’t say the developing countries shouldn’t conduct crisis management or protect their infant industries. In fact, the governments have the wide range of tools of how to intervene in their economies in case of market failures. While recognizing the importance of the market principles in the development, they can market their own versions of how to direct the production towards greater efficiency in their specific context. As Arthur suggests, “(…) Adaptation (…) means watching for the next wave that is coming, figuring out what shape it will take, and positioning the company to take advantage of it (…)”
. The private sector might be subjected to taxation; the government might enforce prohibition or charges on production or import of certain type of goods, compulsory activities might be introduced such as improve the income redistribution, the access to information might be improved among marginalized sectors of the society
. Governments might regulate the prices and subsidize strategically important activities or sectors. Public and private may work together; the goods and services might be provided directly by the public sector or by joint ventures
. 
Yet, the neoclassical economic theory is largely incomplete in providing schemas for governments of developing countries to handle their economies. In neoclassical economy, the governmental intervention into economy is minimized, since the politics is believed to be driven by principle of greatest political success rather than that of greatest economic efficiency. In the neoclassical model, a sound thinking government is aware of the long term benefits brought by the market driven economy and does not attempt to push its ownership further than necessary. Nevertheless, in developing countries, the crisis management requires complex, long term, consistent, nation wide economic restructuring. 

The warning before leviathan governments is somewhat relevant. Africa’s economy is, above all, a social phenomenon, as much as the politics itself. Social structure and social ties direct the exchange of political and economic power. In Africa, society, government and market are one entity, the tradition of separating the market and government does not exist. Social values are above principles of market and democracy. The nature of economic exchange is defined by the existence of kinships, clanships and distributional coalitions
. Whatever the institutional or organizational transformation, these social and cultural values tend to persist. The crisis management has been political; the political networks operate the developmental discourse. The bureaucrats go to expensive international conferences in world capital cities with unnecessarily large budgets and allowances
. The consultancy agencies are run by the friends and relatives and accept cash from pressure groups
, the market what the creditors want to hear. Inefficiencies caused by leviathan governments might cause the production possibility frontier to shrink, which makes Africa to be poor while its potential is to be rich. Nevertheless, delicate strategizing by a committed government is the only way to remove the hybrid monopolies of power and allocative inefficiencies and to reorganize the factors of production, the so called industrial policy of growth which will serve to manage the market forces and direct them into where they are most needed. 

The attempts to introduce such developmentalist policies, to “govern the markets” or to “manage liberalization” in the three countries Tanzania, South Africa and Botswana will be examined in the following chapters. To top it off, all aspects of economic restructuring will take place in an environment where vast areas of the economy are skipped by the market systems at all, the information being scarce, macroeconomic framework mal-functioning because of poor public administration. Prices are not product of market forces but negotiating processes, the value of goods and services being product of an estimation which varies greatly, as one moves through the city or country, in addition, the result of negotiating depends on factors which an economist would consider irrelevant, like personal sympathies, friendships, or familiar ties. While being aware of frequent limitations of the proactive state approach in the African context, evidence has been collected that proves successes and achievements are possible even in Africa which renders the structural adjustment pessimism in question. 
1. PROTECTIONISM

1.1. Theoretical Debate 

In the NEPAD-OECD document “Taxation for Investment and Development: An Overview of Policy Challenges in Africa” from 2009, the governments are advised, in order to boost the economic growth, to reduce the import duties, tariffs and abolish the export taxes
. The proponents of the developmental state approach, on the other hand, argue that all developed and new developed countries used industrial policies and protectionism to boost economic growth
 and that is why Africa should also protect to boost its economic growth. The discussion between the two perspectives seems emotional and irresolvable but yet, two questions should be asked, firstly, whether the African governments are able to conduct the protectionist industrial policies of growth and secondly, whether there is really a problem with combining industrial policies and market systems. 

Concerning the first question, the liberals have seen the governments especially the corrupt governments as monsters, “leviathans”, which prevent the market from delivering growth. Because of the immense task of large scale restructuring, the interventionist state in Africa would need to be equipped by exceptionally committed bureaucracy. In case the government and the public administration tend to become platform for family issues and friendship deals, the space for political pragmatism becomes very modest. Procedures of such decision making tend to produce defects, such as delay, inflexibility, unresponsiveness, and an arrogant disregard for the interests and concerns of the citizens and for the acuteness of the crisis management
. Many have observed the leviathan tendency of the interventionist state in Africa in the 1960s and 1970s: the task of economic restructuring not taken seriously, policies used to support large bureaucratic elite, every day inappropriate policies applied and inadequate results obtained. As Professor Rugumamu suggested in his book “Lethal Aid”, “(…) were economic development, poverty alleviation, and democracy ever actually objective of either donors OR recipient states in the first place [in Africa]?“
. In such case the government becomes an unresponsive but invasive body
 which fails to mobilize people’s and country’s potentials. The poor results may be blamed on neocolonialism; the governments are informed of the inadequacy of the neoclassical economy for their societies and of the need for intense protectionism. Nevertheless, in a “private interest state”, in which the elite and privileged groups exploit opportunities offered by state activities to enhance their own interests and incomes
 the industrial policies will work no better than the market systems because the basic regulatory framework is not properly applied. 

Secondly, yes, virtually all now-developed countries actively used interventionist industrial, trade, and technology policies that are aimed at promoting infant industries during their catch-up periods. “For centuries England has relied on protection, has carried it to extremes and has obtained satisfactory results from it. There is no doubt that it is to this system that it owes its present strength. After two centuries, England has found it convenient to adopt free trade because it thinks that protection can no longer offer it anything (…)”
. USA and Britain, which are seen as the founders of liberalism, used aggressive tariff protection when they were in catching-up positions. They used measures to control transfer of technology to its potential competitors, such as controls on skilled worker migration or machinery export, and made the less developed countries to open up their markets by unequal treaties and colonization. Japan used non-tariff barriers, such as the establishment of state-owned “model factories”, state financing of risky ventures, support for R&D, state support for public-private cooperation
. The interventionist state has been the tool in South East Asia. Wade argue “the three East Asian dragons South Korea, Taiwan and Singapore would not have been nearly as successful has their governments not given capital accumulation a big push”
. The historical reasons for advising developing countries to protect their infant industries are valid and the industrial policies are a necessary tool for an effective economic restructuring even in Africa. The point here is that there is no contradiction between the market systems and the industrial policies. An effective industrial policy uses the knowledge of the market systems in order to succeed. The industrial policies employed in South East Asia were using protectionist measures to make the infant industries competitive, to make them ready to participate in the international markets, to make the market systems effective
. The governments studied market gaps and then planned marketing strategies to fit into these gaps with their new products. The governments of developing countries should consistently direct all revenues into strategic sectors. The market systems have to be taken into account, if produced goods are to be competitive and sold, if even on the less demanding local and regional markets. Because of the increased interdependence, undeveloped economies cannot protect themselves completely from in- and out-flows of resources, capital, goods and services. The markets will find their way even illegally, in case the locally produced goods are of inferior quality and not marketable to the customers. 

The relation to the hypothesis is that protectionism as well as functioning market systems, require governance schemes capable of regulation and crisis management. Even though in a difficult position of peripheral dependency and facing deteriorating environments of their cities, the crisis managers should try and do their homework in defining what the right combination of market strategies and industrial policies should be and put the powerful visions into practice. 

1.2. Protectionism in Tanzania

To begin with, Tanzania has retained protectionist tendencies from the period of Julius Nyerere, the president of Tanzania and the socialist leader in the 1961– 1985
. The socialist discourse remains largely popular on the political scene since the governmental party Chama Cha Mapinduzi (CCM) is the successor of Nyrerere’s socialist TANU party, the political program has changed towards greater openness to the foreign direct investment a fact appreciated by the international financial institutions as well as the foreign donors. Nevertheless, the progress of the real transformation is rather time-consuming. Vivid criticism of the relevance of the market systems for the African countries especially Tanzania prevails even on the academic ground in the realm of social science. Yet, as Mwapachu examines “(…) can Tanzanians confidently assert that they have been consciously moving in the direction of a market orientation?” (…) Do Tanzanians translate such ostensible imposition to a personal and national challenge to own the development agenda and work to make it succeed?
 Do they criticize something that they have already tried and didn’t work or something that they have never really tried? The Tanzanians are fast to remind everyone that the socialist project of Julius Nyerere brought positive achievements, prevented tribalism, religious and regional tensions, and unified the society in terms of national identity and Kiswahili language. True, the social stability which exists in Tanzania has been amazing especially in the comparison to the neighboring countries Kenya and Uganda which have suffered from tribalism and where clashes are frequent. Yet, the economic policy has suffered from significant bottlenecks towards the end of the rule and Tanzania’s current situation has been rather deplorable Tanzania being one of the poorest countries in the world. 

This time around, the government has decided to craft industrial policies that aim to achieve greatest efficiency that is, industrial policies that respect the presence of the competitive markets. The government has identified the challenge and issued a policy of economic restructuring based on the structural adjustment programs. Precise enough, the decision to liberalize the economy and the society has been made long time ago, which delivers the discussion about if the market system are relevant for Tanzania somewhat outdated. The foreign direct investment has already penetrated the country to a large extent. It is common to eat in international restaurant chains such Steers, Mary Brown, Subway or Debonnaire’s. Coca Cola is present via franchise; the best shopping centers are the South African Shoprite, Games and Mr. Price. The international cell phone networks such as VODACOM have been a great success, providing also wireless internet connections. There is a possibility to use international banking services such as Barclays and Tanzanian banks accept international credit cards such as VISA or MASTERS. Tanzanian television channels offer sessions of international news by CNN, BBC and Al-Jazeera. The East African TV (EATV) is common to Tanzania, Uganda and Kenya and provides international music and movies especially the MTV sessions, South African and South American reality shows and soap operas. If someone correctly identifies the market gap and build a well equipped pharmacy, drug store, or mini-market, and if he uses adequate know how to market foreign imported goods, is it damaging towards the national industrialization? Re-nationalization of the foreign direct investment would not be of much help in case the nationalized estates cannot compete. And the task of economic restructuring would still remain, as much as it remains today. The solution would not be to close the door to the foreign direct investment because it is not possible to multiply wealth by chasing the wealthy out of the country.

Even though some of the foreign direct investment projects do not seem to support the developmental agenda, such as the gold joint venture between two firms Ruby Creek Resources and Douglas Lake Minerals which is supposed to start extracting gold in Southern Tanzania
, the foreign direct investment does not necessarily cripple the infant industries because the market gaps are still very large. Tanzania is suffering from the lack of services, the choice of products being very limited. There are extended unused spaces all over the country, and even in the cities. Dar Es Salaam, which contains 2.5 million people
, has 3 bigger shopping malls in Mlimani City Savei, in Slipway Msasani and in Posta, which makes it hard for the customers to access such services especially given the daily traffic jams in Dar Es Salaam. The foreign direct investment is relevant to the industrial policies because it contributes to the job creation on a large scale. The 40 million people
 are all potential customers if given the jobs in both foreign owned and state owned enterprises. The only condition for both types of enterprises is to prosper, in market sense, to produce competitive products. The government should combine both in order to provide the widest possible range of goods and services to the customers. Foreign direct investment is searching for the market gaps. The Tanzanians should do the same and the government should help them to make it faster.

The relation to the thesis is that the economic restructuring of Tanzanian economy cannot be done through the foreign direct investment alone because that rather focuses on consumption goods, and services. Protectionism is necessary to help Tanzanians to come up with and realize their own marketable ideas. The protectionist policies are supposed to protect the infant industries but the aim is to encourage them to become competitive, not to protect inflexible and uncompetitive industries. The industrial policies used in South East Asia were rather hard for the local entrepreneurs, since the government first created multiple concurrencies to compete among themselves and the best of the best were further assisted with technologies and know how. Soft protectionism of the monopolies is not an industrial policy but just another leviathan practice. 

1.3. Protectionism in South Africa

South Africa has been a semi-periphery in which foreign investors place the assembly industries
. For example, all of the major vehicle makers are represented in South Africa, as well as eight of the world's top 10 auto component manufacturers and three of the four largest tyre manufacturers
 (concrete producers will be mentioned in the chapter on Foreign Direct Investment). Many of the major multinational companies use South Africa to source components and assemble vehicles for both the local and overseas markets. Having developed a considerable industrial basis, the fear of being robbed of the natural resources by the foreign investors has not been as imminent as in Tanzania. South African growth has been increasingly skill-and capital-intensive, and has delivered benefits to both capital and wage labor. The Finance Minister Pravin Gordhan has been consistently working towards the further liberalization of the South African economy, arguing that the trade protectionism at all sides is a serious risk to the global economic growth. “Enhancing fair and balanced trade is essential to growing incomes and ridding the developing world out of poverty.”
 Liberals in the South African government argue that to play around with entrenched economic policies has always has negative consequences in the long term while it does not help with the employment strategy because it does not keep the people active in the employment market.

While it is true that complete removal of trade protectionism would benefit the global economy as a whole, pure capitalism does not exist in today’s political economy. Some claim a gradual opening of South African economy will only be desirable once the structural problems are solved. An economy with serious structural problems cannot sustain the free market and removal of trade protectionism will worsen the social gaps between rich and poor, employed and unemployed and educated and uneducated. The secretary general of COSATU (Congress of South African Trade Unions) Zwelinzima Vavi has argued “South Africa has believed too much in the forces of market” and called for a “government that realizes there is a situation of deep, deep structural crisis (…)
. To liberalize and deregulate in a largely cartelist economy will not deliver the desired structural transformations. The rapid accumulation of capital is desirable only if accompanied by a significant growth in employment. The South African unemployed continue to be marginalized by South Africa’s high productivity growth path, which has become increasingly less labor consuming
. That is why the proponents of protectionism such as COSATU suggest the protectionist measures might be useful to direct the investors, both national and foreign, into more labor intensive industries
. The protectionist policies envisioned by COSATU include intense public intervention such as regulation of the value of the South African Rand, interest rates and trade barriers to encourage local manufacturers
. 

On the other hand, the question remains whether the South African unemployed have been the biggest losers because of the insufficient protectionism of the South African economy. According to Vavi, South Africa has continued on a disastrous growth path since 1994, a commodity based economy which is anchored on capital intensive sectors of the economy. The country has adopted inappropriate macroeconomic policies including cutting the tariffs, privatizing basic services, conservative fiscal and monetary policies. COSATU wants a new path of growth related more to an industrial growth and a focus more on labor intensive sectors
. The country has inherited an economy designed to serve the small minority and, as Vavi has postulated, “the industrial policy to integrate the marginalized has not yet been developed”
, the industrial policy being a key to “manage the liberalization”. 
1.4. Protectionism in Botswana 

Employment of strategic protectionist measures as a tool to enhance competitiveness and succeed in the market is common even among the top world producers. The market approach can include such behavior there is no real contradiction in today’s political economy that is what Botswana has understood. Botswana uses protectionist measures in order to enhance competitiveness of its major export activities. For example, inside the country, there is a ban on imports of cattle and fresh meat from South Africa to protect Botswana beef exporters
. The government managed to sell specific deals to the consumers outside the country, for example Botswana beef is exported to the EU, Norway and South Africa under special protectionist conditions
. The EU protection is mediated through the Cotonou Agreement and the South African measures through the Southern African Customs Union (SACU)
. Botswana has unique preferential access to four distinct markets: SACU (South Africa, Lesotho and Swaziland), Preferential Trade Area for Eastern and Southern Africa (Zambia, Zimbabwe and Malawi), the EEC (through ACP) and the US (through GSP)
. Botswana government encourages efforts towards superior quality of the beef exported to the high income markets so that the beef industry becomes competitive in full scale competition with the most efficient producers of beef in the world. For example Botswana is trying to conquer the Switzerland or Japan markets where they face full scale competition from Argentina, Brazil and Australia
. 

Concerning the major export activities such as beef exports and diamond industry, Botswana has relied on monopolies. The beef industry is a single chain process supervised by the Botswana Meet Commission and the diamond extraction is operated by a parastatal Debswana. The question is what effects would the introduction of a more competitive environment have, but regarding the complexity of the requirements for exports to the high income countries the governmental monopolies might be justifiable at this particular stage of development, provided that further diversification of ownership will follow in near future. 

2. INDUSTRIALIZATION

2.1. Theoretical Debate

The structure of the African economies is such that mostly includes low technology and low productivity activities, small scale working processes, which offer minor savings from scale and thus little opportunity for innovation and reinvestment
. These are traditional largely manual methods; they bring low value added to the GDP. High value added sectors, on the other hand, have an extractive character; large amounts of capital flowing out of the local economies. There are differences among the African economies, for example South Africa is historically more industrialized than any of its regional neighbors. Tanzania, on the other hand, is based on agriculture and extraction of minerals. The common point is that the traditional low productivity sector occupies large segments of the populations, the small scale farmers which Ayittey calls the “Atingas”
 and the low- educated urban poor people who could potentially form the proletariat, all that in case the governments or the private agents bring more industrial investment and help incorporate the weak social classes into education and training systems which increase human productivity. 

2.2. Industrialization in Tanzania 

Tanzania has a very simple industrial basis. Industrial production is inadequate to satisfy the local demand and to saturate the local market. The range of goods produced within Tanzania is small and the packaging techniques are often of inferior quality, which prevents the opportunity to export them abroad. Even cheap products for every day use are imported from neighboring Kenya or from South Africa, these are the packaged food stuffs such as spices, ketchups, sauces and mayonnaise, dried fruits (Tanzania as the main exporter of raw cashew nuts imports the packaged cashew nuts from Kenya!), cereals, instant porridge, alcoholic and non-alcoholic beverages, packaged pasta etc. Furthermore, Tanzania imports regular cosmetics and confection, such as wigs and braids for plaiting the hair, make ups, perfumes and deodorant sprays, lotions and creams which could be made with local natural resources such as coconut oils or tropical fruits. The clothes, shoes and accessories found in the large shopping malls are products of South Africa as well as all electronic gadgets including easy manufactured toasters, tea kettles, irons, two plate stoves and electrical fens.  

While the agricultural produce is sold raw and unpackaged abroad. The tendency exists in Tanzania greatest attention is paid to the sectors which are of extractive nature, which do not produce a significant value added for the nation but only for the individual agents which sell the raw materials abroad. For example, the commercial sectors which have been getting a lot of attention recently are the agricultural export crops, such as coffee, tea, cotton, cashew nut, tobacco, spices and flowers, sisal, and oil seeds. Under the Ministry of Agriculture and Food Security, the following parastatals were selected as potential for investments:

· Mbozi coffee farms Ishera, Ndungu, Tukumbi, Ng'amba, Ihanda and Hanseketewe.  

· Cashewnut Company and Factories in Mtwara, Kibaha, Likombe, Masasi, Newala, Tanita in Dar es Salaam, Lindi, Nachingwea and Tunduru.  

· National Milling Company; Rice Mills in Isaka, Tabora, Shinyanga, Mtwara, Iringa, NMC residential properties, Mwanza maize Mill, Mtwara Hammer Mill, Wheat and Maize Mill in Arusha. 

· Bagamoyo Farms Limited. 

· Tanzania Seed Company (Kwamtili Estate). 

· Rice Farm - Dakawa, Mbalari Rice Farm, Kapunga Projects, Madibira Project and Ruvu Maize Farms, Mbozi, Namtumbo Project. Wheat Farms/Workshop-Basutu plantation, Gawal, Gidagamwd, Mulbadaw, Murandja, seteet wheat Co. ltd, warret and Central Maintenance Services Centre - CMSC.  

· Sugar Farms: National Sugar Institute; Kagera Sugar Company limited. 

· Agro Processing Industries: Manawa Ginneries, Pamba Engineering Limited, TANICA, Tanganyika Coffee Establishment Ltd.; and Roasting Units
.

At the same time, a regular customer’s needs are not taken care off sufficiently. The local little shops have limited storage and refrigerating capacity, and sell limited variety of goods. For example, the 15 little shops at Riverside Kibangu, a regular little township at the Ubungo junction in Dar Es Salaam, offer only one kind of washing powder, one kind of toilet soap, and one kind of tooth paste. There was one kind of packaged milk, one kind of biscuits and two kinds of packaged juice. That could be eventually evaluated as a market gap concerning the fact that Tanzania has fresh fruits to make juice all year round. The bread is poorly packaged. Eggs are sold one by one wrapped in the piece of newspapers as well as candles (for cases of frequent power shortages) and bulbs. The rice, beans, flour and sugar are stored in big sacks and the customer is charged by the size of cups, his share being put in a little plastic bag. In fact, there are no packages at all; almost everything is put in piece of newspaper or little plastic bag
. 

The market systems alone without necessary economic restructuring will not encourage the development of Tanzanian infant industries. That is why the commercialization of the Tanzanian agriculture and of the extraction industries should be actively directed by the government. The government should encourage the local agricultural units to process and package the milk, fruits, sea food, etc., start from easy industrial procedures which use the natural resources available locally and non-expensive technologies which could be imported under easy deals. The government should learn how to market the strategy of packaging its agricultural products and help to promote the labels at the local and regional markets. The local consumption patterns should be stimulated; the local industries should produce, with possibly best level of quality, what the Tanzanians buy. It is important to understand the demand on the world market but the local and regional market should not be overlooked, especially at the stage of infant industrialization, when the new goods will not be able to penetrate sophisticated markets of the core. 

2.3. Industrialization in South Africa

The challenge in South Africa is somewhat different from that of Tanzania. South Africa has attempted to use all resources available. South African industrial basis has been broad, ranging from the extraction of natural resources, the production of gold, diamonds, platinum, chromium and cobalt, to the assembly industries such as cars, metalworking, iron and steel production, chemical industries and production of fertilizers, light industries such as textile industry and food stuffs and beverages
. The manufacturing industry includes railway rolling stocks, synthetic fuels and machinery. Coastal zones are the heart of the South African industries and South African ports have been active hubs for exports and imports of goods, especially compared to Tanzania which has a large coast but does not make use of it to boost the industrial production. Most imports and exports into and out of Southern and Eastern Africa pass through the South African ports especially Durban which is the busiest port in the region, because none of the other coastal countries has similarly adequate infrastructure. 

Figure 1 Structure of Economy in South Africa (2005)
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The diversified industrial basis is largely product of the apartheid government regulation of the South African economy. South Africa industrialized forcefully during apartheid; the government orchestrated the extraction and the procession of the natural resources and eventually their transformation into exportable products. The new post apartheid government is facing a challenge which is somewhat different than that of the economic transition in Tanzania. The economy is already diversified and South African products are exported all over the continent, but there is a need for consistent social restructuring and the transformation of the ownership patterns in order to set up a sustainable solution.

There have been changes in the last 20 years concerning the structure of the South African economy. The contribution of mining and manufacturing industries have dropped, mining fell from 22,5% in 1960 to 5,5% in 2003, due to the fall of the commodity prices worldwide as well as fall of production especially gold
. That has affected the structure of society in South Africa; significant part of the factory labor has gone into unemployment which represents a burden for the economy. Marais talks about the economy’s inability to create enough new jobs to absorb even a fraction of the new entrants into the labor market, a trend which is even exacerbated by the under-investment in the labor intensive industries
. Restructuring the society and directing people into more strategic sectors which are now at the heart of the South African production is part of the crisis management. The training systems should improve the people’s ability towards entrepreneurship in the liberalized environment. 

Significant tensions exist between mining capital, and agricultural and industrial capital
 making any meaningful transformation difficult. The unemployment imposes structural limits on the growth of demand
 and leads to intense social frustration. The industrial decay which exists in the new South Africa has worsened the trend of mal-distribution of social infrastructure such as housing, education and health facilities and transport. The decline of the formal economy was accompanied by the rise of underground economy commonly referred to as crime
. Marais has argued that South African industries have failed to achieve international competitiveness and the exports are absorbed mainly in the regional markets in Southern and Eastern Africa, the South Africa being an exporter of the natural resources at the world scale
. South African industries are facing challenging competition from countries such as South Korea, China, Brazil and Mexico
. South African government has to re-examine the conditions for sustainable economic growth and formulate new industrial policy shall consciously direct economic change and transformation.  
2.4. Industrialization in Botswana

Since the discovery of the diamonds in the 1960s, Botswana economy has been fueled by its diamond industry to the extent that the country transformed from one of the poorest African countries with US$80 per capita income, to the a middle income country with US$5,600 per capita income
. “Mining provides 86 percent of the country's export earnings, most of this from diamond sales. The country has 3 main diamond mines, at Orapa, Lethlakane, and Jwaneng. These are all owned and operated by Debswana, an equal joint venture between the South African diamond mining company De Beers and the Botswana government”
. Botswana seeks to further diversify its industrial production away from the minerals. 

Manufacturing represents only 5% of the total GDP and employs only 8.5% of the labor force and the mining sector employs only about 4.4 percent of the formal labor force
. In the same way as in Tanzania, most of the natural resources are exported raw, without processing. The Botswana government would like more manufacturing companies to locate in the country; therefore it is focusing on the natural resources that may be used in manufacturing operations. Such resources include soda ash, which is used to produce detergents and fertilizers; and copper and nickel, which are used in electrical components. Other established manufacturing products include cement, food, and beer. In 1997 the Botswana Export Development Investment Authority was established to encourage the export of goods manufactured in Botswana. 

Enabling state has played an important role in Botswana and will continue to bean important feature of Botswana’s industrial policy, especially given the clouds on the horizon which is that the increased political instability of neighboring South Africa might spill over into Botswana with potentially tragic consequences
. Nevertheless, there are delicate variations of its role in different phases of the transition. The initial start-up intervention should give way to a more flexible specialization
, in which increasingly differentiated goods and services are produced by competitive agents. State should support the competitive economies of scale, research and marketing. 

3. FOREIGN DIRECT INVESTMENT

3.1. Theoretical Debate

Some of the African countries experienced a deterioration of the quality of life of large parts of their population in last two decades. The three enemies are disease, poverty and ignorance and despite efforts of governmental and non-governmental bodies they proved difficult to handle. The access to public services such as primary education, medical services, drinking water and sewage systems has declined, massive urban unemployment bring people to the city slums. The areas of informal settlement give birth to criminal gangs, drug dealing and prostitution and they are the major spots of HIV/AIDS contamination. The negative consequences of the urbanization and modernization cause social frustration which gives chances to political populism. The discussions took place whether the liberalization was suitable to the African societies. 

The citizens have been frequently informed about the inability of the African societies to cope with the pressures coming from the capitalist world system. The foreign direct investment is presented as damaging towards the development of the national sector of economy. If foreigners own the factories, banks and facilities, it is presented as the neocolonialism. The poor urban unemployed and self-employed in unregistered businesses are victims of the global exploitative system which does not favor Africa. Mwapachu argues, “(…) there is much talk today about poor countries owning their development agenda, a wake-up call from what has some to be seen as the imposition of a conventional wisdom charted out and prescribed by the Bretton Woods institutions (…)
. The socialist self reliance project has been undermined by foreign aid and foreign direct investment as effective tools of the capitalist expansion. The governments reconsidered nationalization to “own” their national economies. 

The nation state building in a developing country is of great importance and the national identity has to be promoted to avoid tribalism and religious tensions. However, in a globalized economy, the state has to be aware of its limits, too
. In the new world, it has been increasingly difficult for a developing country to exercise economic sovereignty. The developing countries are interacting with a highly developed world through information and communication technology breakthrough
. Their economic performance depends on the nature of their entry into the global political economy. In the era of globalization, the issue of national sovereignty must be understood in the context of global governance patterns. Dealing with HIV/AIDS pandemic or poverty was a core issue at the Millennium Development Goals meetings of the UN in 2000, the UNDP is the global development network, the UNCTAD prepares economic restructuring agendas together with WTO and OECD, which all have headquarters in different cities, the global agendas are planned from New York (UN, UNDP), Geneva (UNCTAD, WTO), Washington DC. (IMF, WB)
. The NORAD (Norwegian Agency for Development Cooperation)
, DANIDA (Danish International Development Agency), AFD (French Development Agency), USAID (US Agency for International Development)
, SDC (Swiss Agency for Development and Cooperation), DED (German Agency for Development Cooperation), the European Structural Funds and the delegation of the European Union to the African Union etc. their funds together with foreign direct investment are important sources of capital for governments of developing countries which run significant budget deficits. 

True, the results of pursuing market economy will not be the same or similar as the results envisioned by the socialists. The market systems produce different type of societies than the social welfare systems. The market does not understand the language of social justice or non-exploitation
. The ownership patterns under market systems will be partly by foreign agents. However the foreign investors able to accept a variety of governmental policies of growth just prefer a stable regulatory system to be put in place. The governments may still profit from the advantages of the second movers if committed towards working out a plan of how to beat the concurrence of the foreign owned businesses and how to fill the market gaps before the foreign investors come. 

3.2. Foreign Direct Investment in Tanzania

A recent study by Tibandebage reported that the majority of the enterprises in his studied sample were 100% locally owned. Only 18% of the enterprises were 100% foreign-owned
. That reflects the tendency of Tanzanians to hesitate when it comes to acceptance of foreign direct investment. The worry is that the Tanzanian economy as well as the developmental agenda has been owned by foreign agents and there is a suspicion towards the Bretton Woods teachings. 

As presented in the recent document issued for Tanzania by the USAID in “(…) Transformational growth requires a high level of investment and rising productivity. This is achieved by establishing a strong enabling environment for private sector development, involving multiple elements: macroeconomic stability; a sound legal and regulatory system, including secure contract and property rights; effective control of corruption; a sound and efficient financial system; openness to trade and investment; sustainable debt management; investment in education, health, and workforce skills; infrastructure development; and sustainable use of natural resources (…)”
 True, the transformational growth, and, above all, a consistent social and economic restructuring, requires high level of investment. Tanzania has been captured in the need for foreign funds, at this stage of its economic restructuring. Nevertheless, even if in a position of dependency, a vigorous government which is deeply committed to accomplish the restructuring can be able to direct the foreign funds into strategic areas of the economy.  It may eventually modify the Bretton Woods agenda according to the local context. If presented with reasonable conditions, the foreign investors are willing to accept regional modalities. With the Tanzanian government providing macroeconomic stability, which includes secure contract and property rights, adequate provision of pure public goods, and support rather than obstruction for successful entrepreneurs, it may eventually produce transformation beneficial for the country and at the same time it may satisfy the private interests.  

The claim that the market systems should not be adequate model for the Tanzanian society does not have an objective base. The challenge is to exploit the entrepreneurship spirits on the national scale and direct them towards constructive combination of collective social welfarism and individual profit making. The Tanzanians should learn to sell their nation image as a distinctive brand, a brand Tanzania. The Tanzanians should buy Tanzanian goods and services which they are proud of, which are of better quality or more satisfactory for the local consumers than other countries’ goods
. If they are of inferior quality then their promotion is not branding but populism. Tanzania has resources to be sold on the global market, and ideas for branding are plenty. Branding of the national products and promotion of the national identity could reflect the essence of Tanzania as the country in Africa which “believes in peace, unity, tolerance and human dignity (…) is committed to social and economic justice (…) is heaven to refugees (...) is at peace with the world and with its neighbors (…) is open to the world (…) offers unforgettable holiday experiences to visitors (…) enjoys the most unique strategic transport and logistic location in the whole Africa (…)  is home to the world famous Tanzanite Germ, the Kilimanjaro Mountain, the “Serengeti Shall Never Die” National Park, The Selous the largest game reserve in the world, the Ngorongoro Wildlife National Park, second largest fresh water lake in the world Lake Victoria and the deepest lake in the world, Lake Tanganyika”
. 

The investors, both Tanzanian and foreign, should be actively directed towards branding Tanzania and they should be awarded for such behavior. As Mwapachu observes, there is a need to communicate the vision of strategic economic restructuring to all Tanzanian citizens so that they become active agents of their own empowerment. He argues Tanzanians are not adequately exposed to saving and investing, especially the low skilled population in remote areas which is not directly exposed to such knowledge. They do not perceive the market gaps or are not in the position to access these gaps and fill them with adequate investment
. The same argument is supported by recent Paratian’s study, demonstrating that the micro-credit programs have very little reach, and most of the people are not aware of the existence of such schemes
. Therefore when the foreigners come to Tanzania they easily use the opportunity of the market gap and bring in their investment
. If the foreigner comes and opens a supermarket or a restaurant and is able to attract customers, it shows that the demand for such services has not been adequately satisfied. If the nationals would be the first to open such facilities, they would benefit in the same way as the foreigners
. The solution for the situation of unsaturated market is not to close the door to foreign investment, because it might just cause the creation of illegal markets for goods and services which are of higher quality from abroad. Rather the governments should see how to improve the access of the nationals towards information, education and capital, so that they can conduct their own investment. 

3.3. Foreign Direct Investment in South Africa 

South Africa is an excellent example of what the ownership patterns became in the globalized economy. There is no need to discuss which country came first with a certain product if that product is now manufactured in various countries via franchise. Even if domestic enterprises are fully protected by the government, a country with minimal industrial basis and minimal free market experience such as Tanzania might spend years to develop a competitive product. On the other hand, to buy the franchise of an internationally competitive corporation and to obtain know-how and the technology is a straight-forward way to create employment and stimulate consumption. For example, South Africa manufactures Daimler-Chrysler, General Motors, BMW, Volkswagen, Mercedes-Benz, Ford, Nissan, Renault, Tata Motors and Toyota vehicles
. Plants are situated in East London, Port Elizabeth and Durban
 and provide employment to thousands of people, and at the same time, the quality cars are easily accessible to the South African consumers. South Africa has excelled in the production of merit goods, the products are competitive not only outside South Africa but outside the continent. The wide range of food products, beverages, cosmetics, fashion, and shoes is produced via franchise. South Africans have been innovative in creating popular marketing schemes, each province in South Africa specializes in specific industrial and business activities, for example Savanna Premium Cider, manufactured in Stellenbosch has been successfully marketed under the slogan “It’s dry but you can drink it”, Cape Town produces quality wines.  

The pros and cons of the foreign direct investment have been discussed on academic and non-governmental grounds, but the penetration of the South African market by the foreign direct investment has been already high. Above all, South African discourse has been weighted towards a different issue, and these are the legacies of the apartheid ownership patterns. Tanzanians hesitate to support the inflows of foreign direct investment for the reason that the ownership patterns could copy the legacies of the colonial past and all the key sectors of the economy would be owned by the foreigners. In similar manner, the South Africans have discussed the extent to which it is possible to restructure the ownership patterns which existed during the apartheid era that is the strategic sectors of the economy being owned by white South Africans. The government introduced the strategy of “black empowerment”
 to decentralize the patterns of ownership and include the poor which are mostly the black, in the policies of economic growth. The success of the empowerment strategy depended on the nature of the public intervention, governmental spending and restructuring
. The ownership patterns in South Africa have been modified since the fall of apartheid and there are new principles of ownership and new structures. To a large extent, nevertheless, the legacies of the past persist in the new South Africa
. For example the major cities’ key sectors such as Durban business, shopping and entertainment complexes or Cape Town diamond industries have been owned by the same groups for generations. On the other hand, Johannesburg, originally a hub and center for African migrant workers coming to work in the Witwatersrand gold mines
, has effectively employed the policy of black empowerment. Johannesburg represents the main axis for the immigration from Southern, Eastern and Central Africa to South Africa and the midpoint for the new generation of black enterprise. 

What worries the investors domestic and foreign is the situation of enforceable rights and laws. The tendency to be traced is clientelism and family networking. The society has adopted capitalist mentality in an extreme way such as that everyone cares only about his or her own business not the social or moral values, to the extent the armed robberies or murders in the streets do not interest the bypassing pedestrians. Employment in governmental offices or the large private businesses has been perceived as an opportunity to direct the governmental regulation to favor particular groups and shape the functioning of the public administration towards personal interests. Linkages between particular persons in the governmental offices, police, army, businesses, and leaders of the township gangs have been difficult to trace since the people in charge of tracing them are part of the same group. The criminalization of the society is covered by the powerful offices. For example, most precious properties and stolen cars are traceable because the channels of the illegal trade are known to the police. Instead of that, however, the police officials cover the incidents in order to secure their shares. In the World Peace Foundation 2009 governance rankings, South Africa has very low scores in safety and security
. In the new South Africa, the legal system is corrupt. One’s rights depends on whether one is able to “make a plan” that is, to give bribery, which results in a situation in which justice and human rights are for sale. The efficiency of the South African market solutions the way they exist, impacts badly on the rural and township poor who are not fast enough to get engaged in the liberalized environment in which public administration does not guarantee the social security. 
The challenge for South African government is to manage the liberalization, in a way that handles these unhealthy tendencies in the ownership patterns. The inability of the public administration to deliver the public services to the public, but only to those who can pay for them, has caused social frustration which is expressed in form of racism against the whites, especially the Afrikaners which were the major agents in the apartheid leadership, and xenophobia, against all foreigners coming to South Africa including the black ones. The argument reappears that the foreigners, both black and white, are responsible for minimal domestic capital accumulation among the South African poor, since they exploit the natural resources and the cheap labor but do not reinvest their profit in developmental projects. For example 57% South Africans thought that non-South Africans should be paid less than South Africans
. The existence of the organized crime and the regular crime has stiffened the ownership patterns and crippled the opportunity of South Africa to integrate creative contributions from the region and from abroad and to create multicolored patterns of ownerships which would drive the economic growth further. The challenge for the leadership is to straighten the social conditions which exist in new South Africa. 

3.4. Foreign Direct Investment in Botswana 

Among the African countries, the Botswana government has been often cited as an example of effective public intervention
. Protective of their natural and cultural heritage, Botswana has managed to persuade foreign investors about the mutual beneficence of the government formulated schemes. There is no real conflict concerning the ownership patterns, because both the government and corporation seem to cooperate in order to sustain economic growth. The welcoming of the foreign investment does not mean the developmental state abandons its primary project of economic restructuring. That is, greater efficiency can be reached through the market systems, but key sectors of the economy have to be assisted and supervised by the government, the strategic diamond industry being from a large part owned by the government. 

Managed liberalization in Botswana is of different nature than in the other case studies. The ideological debate which complicates collective action in Tanzania has been less intensive in Botswana and the Botswana public administration is relatively less affected by leviathan mechanisms which carry out collective action in South Africa. Even though Botswana has participated in free market exchange and is part of the schemes set up for African countries by the International Monetary Fund, it is primarily the government who set up the conditions for the firms to participate in the economic growth. The macroeconomic framework is provided in the form of stable currency and reliable public administration, that is to say, compared to the standard which prevails in the region. The government creates a favorable environment for the foreign investors; maintaining stable currency – the Pula - and low inflation rate, and has abolished foreign exchange controls. The Pula is fully convertible
. Botswana was ranked as Africa's least corrupt country by Transparency International in 2004, ahead of many European and Asian countries. The transport networks are efficient. Botswana has managed to incorporate its waste semi arid interior into a highway circle connecting all major towns, it is all paved. 

Firms complain little about many areas of the investment climate and claim that Botswana compares favorably with other middle income economies
. U.S. investment in Botswana remains at relatively low levels, but continues to grow. Major U.S. corporations, such as H.J. Heinz and AON Corporation, are present through direct investments, while others, such as Kentucky Fried Chicken and Remax, are present via franchise
. Nevertheless, despite the attractive investment climate, Botswana firms are not entirely competitive. Labor productivity is low, few firms export and domestic firms sell large amount of their production to the government
. Uncompetitive firms are able to participate in the domestic market because of the natural barriers such as remoteness, the protectionism from concurrence and preferential treatment by the local society, but they perform less well on the international markets
. But overall despite continued challenges such as small market size, landlocked location, and cumbersome bureaucratic processes, Botswana remains one of the best investment opportunities in the developing world.
4. PUBLIC ENTREPRISES
4.1. Theoretical Debate 

The opinion has dominated in the 1980s that the African governments tend to be leviathans which are consumers rather than agents of economic growth, and thus should not aim to capture the economies in their political games. The public enterprises came to symbolize the big man syndrome, obsession of the public officials with power, lack of vision and indifference to the welfare of the citizens
. In the context of failed public ownership system, it was believed that greater efficiency can be made through the market systems. Ayittey specifies the shift in developmental thinking “the international community is fed up with incessant African begging. African leaders have failed Africa. African intellectuals have, too. They chose wrong priorities and wrong solutions (…)”.
 The state owned enterprises were subjected to privatization measures. The public sector pay was supposed to be reduced, the public monopolies avoided, the market competition encouraged
. To that extent “rolling back the frontiers of the state” seemed to be about improving access to service provision. 

The neoclassical economy advises “(…) Must government be responsible for it? If not, privatize it. Should government provide it directly? If not, contract it out to private sector. If provide it directly, decentralize it to executive or other non departmental agency (…)”
 Bailey argues that most of the public sector outputs are private goods capable of being produced by the private companies. Most of them are not pure public goods; whose production requires direct governmental intervention since no one would be interested in producing them under market conditions. He gives examples such as the libraries, leisure centers, senior people’s homes, or rental housing
. According to Bailey, only pure public goods require full subsidization, because private firms would not cover the costs of production. The government should not use the exploitation stereotype to discourage private sector engagement in certain areas of the economy, such that the private suppliers will exploit the consumers, the service users and the public sector. The governments should not use the rationale for the existence of the public sector to introduce unnecessary public spending, subsidies for government’s friends and clients, and guarantees and contracts for non-competitive firms, or firms which make no efforts to contribute to the national performance
 because there is a large scope for opportunism in the public sector in case the regulatory system suffers from organizational problems, especially if the professionalism in the public administration has historically not developed
. Nevertheless, the public sector is actually a pillar for the capitalist system, for example the public schools or libraries and the public health centers may be part of the governmental strategy to increase the labor productivity. The levels of subsidization have to be evaluated in the particular context. The African context may require consistent public policies of growth.  

4.2. Public Enterprises in Tanzania 

The debate about the public – private enterprises has been largely ideological. While public enterprises continue to be seen as the enhancers of social justice, the privatization is presented and perceived as a force bringing about the unequal division of wealth among the social groups. Still, among the locally owned enterprises in Tanzania, 62% of the enterprises are privately-owned
. It has been argued, that while the mass of poor people are not able to participate in the privatization processes, the elites, with non-native origins, educated abroad or those with powerful networks at home, are the ones who profit from it the most. The top privileged class is able to access the benefits offered by the reform process and use them for their own causes, while the majority nationals are being constantly impoverished in their land of ancestry. 

Tanzanians have been informed about the failure of the market strategy to become the panacea but they have not openly discussed whether the state socialism has been the panacea. The parastatals are not necessarily inefficient and also privatization itself does not necessarily impoverish the majority. As Stiglitz notices, “the seeming failure of market socialism has led many to conclude that there is no third way between the two extremes of markets and state enterprises.”
 The state does not necessarily have to provide the services directly but rather enable the provision to be made through market or pseudo-market systems. Tanzania Breweries or DAHACO (Dar Es Salaam Airport Handling Company)
 are examples of that the joint ventures between the state and the private sector may be the success. Tanzanian government is in charge of protecting the wildlife: establishing the protected areas, natural parks and reserves and decide how these are to be organized and managed. The organization which is responsible for this is called TANAPA (Tanzania National Parks)
, which by 2008 had grown into 15 national parks and plans for expansion. The organization has successfully combined the public and private principles of management attracting thousands of tourists every year. On the other hand the TANESCO (Tanzania Electrical Supply Company)
 or DAWASCO (Dar Es Salaam Water and Sewerage Corporation)
 have failed to deliver satisfactory services to the customers and should be seriously challenged by new competitors. 

Different societies might prefer different degree of the state control over the enterprises. The socialist countries have developed a dense network of state control and the factors of production are owned by the state, but even the freest traders such as the US have a detailed enforceable legal framework, a variety of governmental guaranteed financial schemes for the firms, and a strategy for pure public goods provision. The lack of public control is not to be blamed on the markets, because they are not in charge of such function. Tight public control may be eventually strongly market oriented. The public policies of growth are not forbidden by the structural adjustment programs, either. They are the precondition for them. 

4.3. Public Enterprises in South Africa 

COSATU’s argument for establishment of robust public sector has been that the public services provided typically by the public enterprises are of such nature that “the investments required are large, lumpy and sunk”
. The investors are not really into providing water pipes and wells and sewage systems in the South African township communities and rural areas. That is why the visible hand of the public enterprises monopolies and regulatory institutions should be given the chance
, to design the price setting mechanisms and direct the service delivery into all areas. However, Schwella has argued that the history of the South African public sector since 1994 has been the contradiction between the “ecstasy of policy intensions and the agony of the current reality”
.  The policy makers have been very active in issuing policy formulations concerning the public intervention and public sector performance. Nevertheless, the outcomes have not been so pertinent, which leads Schwella to comment critically “(…) the state departments have been strong on policy but weak on delivery (…)”
 

Strategic public investment in the poor areas is part of the crisis management in South Africa. If the public administration is reluctant to deal with such problems, the private sector should be given the space. It was found an efficient regulation does not necessarily mean the full ownership of the enterprises by the government. A mixture of private and public ownership may be useful. The agenda is that public services for example in remote rural areas could be provided by people themselves, private individuals, who actually have the local know how to set up solutions and how to fix crisis management in case they are given opportunity to. The South African government started SEF, Small Enterprise Foundation, which began operation in 1992 in rural areas, where some 64% of population lives below the poverty line
. The credit schemes incorporate mechanisms of collective traditional decision making which is typical for the rural areas. The credit schemes are provided to groups, in which members serve as guarantees to each other. For jobless urban dwellers, such schemes have not been convenient, because inhabitants of city townships would rarely trust each other for guarantees
. For this reason, they are provided with schemes of start-up capital (for example in Cape Town), which includes business training and detailed financial schemes
. The question is again, whether the programs have the potential to reach the roots of the problems and straighten the condition of the rural and urban poor which are deprived of public services. 

The point has been raised by the non governmental sector as well as COSATU that the privatization of the public services by the private sector harm the poor people
, for example the water provision by a private supplier demands the payment from poor people which cannot afford it. It was argued the privatization of the public services and of the public enterprises will make some people worse off. The “Water for Profit” strategy
 has been criticized, because it forces the ghetto people go back to the unsafe resources such as lakes or rivers, which results in epidemics of cholera and other disease. In such ways, the privatization has been demonized and refused as a concept not valid for the structure of the South African society. The misbalance in the ability of people to consume water is, however, not the reason to condemn privatization measures in the public sector as such because the public enterprises have not proven to be any more efficient than the private enterprises so far. To add complications, there is a culture of non payment for public services in the South African ghettos. Gangstership and anger aimed at “those at the top” has penetrated these areas to the extent that it is a common sense to “steel electricity” and other public services even though a smother solution could be available. The friction lies in the combination of public intervention and private enterprise in order to make people able to pay for their water. 
4.4. Public Enterprises in Botswana 

Marobela argues that the public intervention in Botswana largely depends on the diamond industry which makes the schemes very vulnerable. Since the discovery of the diamonds in 1967, the diamond industry has been central to the country’s economy and it has been behind the country’s performance
. 70% of governmental revenue comes directly from the diamond industry since the parastatals Debswana is 50% owned by the government. Two other larger sources of governmental revenue are also diamond dependent: “(…) Customs fees from Southern African Customs Union are generated to a large extent from export of diamonds, and interest on foreign investment and bank accounts is also derived mainly from diamond profits. In all, approximately 85% of government revenue is derived from diamonds (…)”
. Botswana diamond success has thus been at a high price, the performance of the public sector being dependent on the mining capitalism, which make Botswana sensitive towards any changes of diamond prices on the world market. 

The government has issued the strategy of public service reengineering, the so called “reengineering revolution”
, which is basically Hassen’s “managed liberalization”, or liberalization through management strategy. The managed liberalization does not necessarily mean the full transfer of government ownership towards the private companies but introducing principles of market systems into offices of public sector to improve their performance. The aim is to address the vulnerability of governmental schemes through microeconomic and macroeconomic interventions, the liberalization of the public sector being regulated by measures of public control. According to the strategy, most governmental work is being privatized or contracted out to private companies. Botswana’s restructuring policy has been largely supported by major economists for example in United Nations Economic Report on Africa 2003, World Economic Forum 2003-2004, or Economic Freedom of the World
. 
Marobela whose paper reflects the neodependencia influence in the social science academic circles which is popular at most African universities, has been critical towards the strategy. The aim of restructuring being the efficient delivery of public services, the reality is quite different according to Marobela. More people have lost their jobs because some of the branches of the governmental enterprises have been closed down or reformed. While it is believed that highest efficiency can be reached through the market systems, Marobela has brought up an important point and that is, privatization without diversification of the industrial basis that is, an industrial policy, will not be of much help to the country. Unfortunately, the diversification of the industries has been but time consuming, the only bigger project being the Mmamabule Coal Project, which is expected to create about 5000 jobs. Without pertinent effort to reduce the dependency on extractive industries, Marobela might be right in that the privatization of the public sector in Botswana will pave the way for private sector accumulation at the expense of the public goods delivery
. 

5. PRIVATIZATION

5.1. Theoretical Framework 

The private sector has been criticized in a way that the principles of the private profit-making are not consistent with the needs of the under-industrialized economies. The private sector has been seen as unregulated activity which is profit-oriented and will not be directed into sectors which are of public utility but in sectors where there is profit. That is into the commanding heights of the economy, not on the bottom basis like water and energy supply, provision of infrastructure and the organization of industrial chains. They say private motive concentrates on the commanding heights of the economy, finances and banking, services, leisure and recreation, export goods and technologies highly valued on the sophisticated markets of the global core
. An assumption is also that should an enterprise become private, it starts supplying products to a different segment of the society than before. 

Nevertheless, the nature of the public and private depends on the actual socio-economic settings and particular moral values in the given society at the given time. There are examples where private works towards broad social goals, in the framework of the social welfare systems, in the sectors of mass consumption and high level of public utility such as waste collection, energy provision, or constructions. Similarly, the stereotypes about the public sector may not be valid in the particular socio-economic context. The public sector exists to correct the market failures but sometimes it has the tendency to overgrow and many of its branches serve rather private interests of the parastatals bosses than the society as a whole. As argued in Bailey, the assumption that the public services are special and have to be exempted from the consumption principles has no objective analytical base
. The public sector might accept the organizational principles of market and commerce, such as flexibility of the local levels of management and individual responsibility for failures and delays. 

In case the evidence is provided that “the public sector employs factors of production at lower level of efficiency”
, because of the management inefficiencies greater reliance on the private sector should be the case. To the extent the speed of today’s capital exchanges allows, the governments should engage in the process of privatization and make sure the attention of the private agents is concentrated into strategically important activities. If conditions are well set for private enterprise, there is no reason why the market path not be suitable for the African societies. Africans are skilled traders and they are usually willing to take risks and engage in self employment opportunities whenever there is capital available. The self employment should be encouraged, the governments providing the business start-up courses, the awareness seminars, enterprise allowance schemes and financial assistance to support the new comers in the market
.

At the same time, however, opportunity for productivity improvements should be given to the public sector as well. There are pure public goods
 whose special characteristics prevent the competition principle to apply. These are paid and used by all tax payers and there is usually a monopoly in such sectors, no rivalry exists. The examples of such pure public goods may be the national defense, street lighting or industrial, domestic and commercial waste collection. Information may be possibly provided as pure public good by the state for non-business purposes, as strategic investment in the social capital development. Such sectors are not attractive for the private producers because the necessary capital input is usually high and the promise of further increase of returns from investment is not hundred percent. The tax payers resist any increase of payment for such services. However, the public sector often includes the so called impure public goods, such as hospital services, education, public parks, or transport systems. Those are the sectors which are potentially available for private investors, provided that the strategy of privatizing particular sector is part of a long term vision assisted by a committed government. For example the education may be privatized or partly privatized in those areas where income poverty has been eradicated. 

5.2. Privatization in Tanzania

According to Mwapachu, the mindset of the Tanzanians has not yet been set for private enterprise. The public sector has not responded adequately to the demand, the goods and services are missing or they are of inferior quality. Up till today’s time, modernization of public infrastructure and public services has been slow, there is minimal increase in human and social productivity and natural resources are wasted. But the reliance on the state sector has persisted and the Tanzanians are slow in searching for marketing opportunities. Until recently, the suspicion towards the private sector has persisted in the eyes of the government from the times of socialist self reliance. The government does not facilitate the private enterprise and does not provide the floor for the private competition. There might be a good reason for such suspicion, because in the situation of minimal governmental back-up the private investors learned to behave according to the law of jungle, where “everyone is for himself”
. Resources made available for the private investors, such as bank credit, have been scarce, up till recently the industrial licenses were given with difficulties, import licenses were a privilege
. Even today it seems that the rhetoric of the transformation outpaces the reality
. Has the challenge of the market-led economic transformation been taken serious? The few capitalists who operate in the country are equipped with incomplete reward systems. The private capitalists learned to disregard the public administration and work towards the greatest efficiency of their own, including importing and exporting under tax evasion schemes. 

To put it right, Tanzanians ARE private entrepreneurs whose commitment is often admirable. The petty traders hawking all kinds of goods alongside the roads struggle for survival every day. They are hard-working and entrepreunial people who deal with extremely hard working conditions
 to cash their products at the end of the day. But the private providers of the public services are not supported and the market systems are not being formalized. The construction of roads and highways is progressing rather slowly, there are huge traffic jams around the junctions of the big cities which delay the deliveries and cripple the efforts of innovative and enetrepreunial people. For example the marketing of the food produce has been extremely inefficient and difficult for all sides. Firstly, the farmers have to find someone to transport their produce or go themselves to the junctions on trunk roads. There they sell their items on rickety and ramshackle tables: bead, cassava, bottles of palm oil
. Meat pieces are sold straight from the butchers’ slaughter places, hanged in poorly refrigerated and unhygienic shop rooms the whole day long, the shares are cut of the hanging piece with a machete. Given the warmth of the local climate, the meat smells, sticky pieces of meat covered by flies. Doing business this way delays everyone from work and is very inefficient since the consumers themselves cannot always reach such junctions comfortably and easily. 

A convenient step should be a public intervention which would “help the market to do its work”, in other words, to organize the people into groups, formalize their businesses, tell them where to come and what to do, and give them the permanent workplaces. Flexible functioning food depots should be created in all villages from where the produce would be taken in bulk to the corresponding depots in urban centers, to be sold to market women, canteens, hospitals, and educational institutions
. Another example is the street wood work and the local production of furniture. The street artisans construct beautiful and unique pieces of wood work, which are not factory made, and thus potentially precious for demanding customers, if they could reach such working places. Fishing can serve as another example, the private fishermen disposing little wooden canoes, struggling to sell their produce to the few customers they can get right at the beach. The government should invest in adequate port infrastructure and transform the small scale fishing activities into organized fish industries, with competitive packaging strategy and adequate refrigerating capacity.  

Institutionalization of private profit-making has been progressing. Mwapachu argues that the early history of business community in Tanzania has been a sad one because the businesses lacked an effective national lobby platform which would serve to integrate the private interests into the national development strategy
. For example, the establishment of the TCCIA the Tanzania Chamber of Commerce, Industry and Agriculture in 1988 has not been a success in terms of collective projects towards economic growth. The Chamber has been corrupted; the employees were practicing bossism and political favoritism and distributed the business opportunities to their friends and family members. The mindset of commitment towards a common goal has not taken place and the TCCIA started to push individual interests through the clientelist networks through the government.  The CTI Confederation of Tanzania Industries was established in 1991 to learn from the mistakes of TCCIA and to start an effective cooperation among committed agents of the national economic growth whether public or private
. Its aim has been to propose a long term industrial policy for Tanzania. 

5.3. Privatization in South Africa

South Africa has long decided to favor privatization by all means. While Tanzania is still discussing whether privatization is a solution to the structural problem of the economy, South Africans have introduced market schemes even in the realm of public goods such as power production and distribution, transport, or health care. In the 1980s it was estimated that the South African government still owned and controlled over 40% of the physical capital of the country. The state was also the major landlord of South Africa as a result of housing built and rented by the government
. In the last two decades, various types of privatization were introduced by the new post apartheid government and the 21st century policy is to improve the performance of the remaining public enterprises by integrating public, private and social capital and expertise
. 
Privatization affected the parastatals such as ESKOM (Electricity Supply Commission) the provider of electrical power, ISCOR (Iron and Steel Corporation) the iron and steel producer, FOSKOR (Phosphate Development Corporation) the mining and processing of phosphate minerals for fertilizers and other users, SASOL (South African Coal, Oil and Gas Corporation) coal production and gasoline synthesizing, SOEKOR (Southern Oil Exploration Corporation) the extraction of oil, the Postal Service and TELKOM the telephone service, SABC (Southern Africa Broadcasting Corporation) the main television channel, ARMSCOR (Armaments Corporation of South Africa) agency for managing the research and development of small arms, ammunition, military vehicles and military optical devices and for supervision of state owned enterprises such as Lyttleton Engineering Works, the riffle factory, and last but not least, SAA (South African Airways) the state Airline of South Africa
. 

The privatization was introduced in order to prevent some problems related, typically, to the operation of the public enterprises. It was believed greater efficiency can be achieved through relying on private sector and the market systems. The state enterprises were not efficient and were running losses that had to be covered from the governmental revenues. The state itself, especially towards the end of the apartheid rule and during the transition, was lacking credit to cover these costs
. The conditions in the governmental housing worsened. The Department of Public Enterprises itself issued a claim that privatization is the best way to achieve efficiency
, even though under the condition that the governmental regulation will assist the poor who cannot afford to pay for the private services. The Department of Trade and Industry argued that the telephone services and electricity should be privatized because the technological advances have eroded the need for original public enterprise monopolies in these services
. 

To evaluate the efficiency of the step towards privatization in South Africa, the privatization has not prevented the government from having leviathan tendencies. What is happening in South Africa is that the governmental officials are the owners of the private enterprises at the same time. There are tendencies to develop monopolies. There is limited freedom in the start-up phase and the top business circles form competitive clans, the clanship linking the banking and financial sector, the sector of industrial production, the marketing and distribution channels and the grey economy sectors and organized crime. Delivery of services such as of social security, electricity, water and public transport is again problematic and insufficient in the ghettos which were originally deprived of these services by the apartheid regime. COSATU concluded that “state control is necessary to ensure adequate, quality provision of services to the poor, and to initiate strategic investment to restructure the economy”.
 In other words, the liberalization has to be managed, especially concerning the large income gaps in the South African society. The process of searching for a sustainable combination of the private enterprise principles and governmental supervision in order to efficiently provide private and public services to all South Africans represents major challenge for the managers of the economic transition, which is, the government. Delicate governmental management is necessary to prevent the private monopolies from creating rigidity in the patterns of supply. 

On the other hand, not all public enterprises were given for the privatization. The South African Rail Commuter Corporation handles the commuter service for the major cities
. In Cape Town, for example, the train and subway transport facilitates commuting from far away suburbs to the center 24 hours per day, prevents the long hours traffic jams which are so common in Tanzania and enables entrepreneurs to follow their businesses without these constraints. Flexible transport services are a primary precondition for the market systems to work efficiently. Was the market itself able to handle the challenge of the transportation services in South Africa? Actually in this case the government decided the public intervention was necessary and consequently the SA Rail Commuter Corporation has been heavily subsidized by the government
. In TELKOM and SAA the state has also retained some of its shares
. 

5.4. Privatization in Botswana

Botswana is also favorable towards private sector. According to Ayittey, Botswana ought to be the “African model” that should be replicated across the continent. Botswana, according to him, has been well governed since independence
 towards a successful entry into the international political economy. In The World Peace Foundation 2009 governance rankings, Botswana has been among the top performers
. The parastatals were only established to plug the gaps or overcome deficiencies in the private sector, rather than to compete with or seek to replace the private sector, as was the case in many African countries especially Tanzania which took a socialist path
. Since the independence, Botswana conducted prudent economic policies and employed pragmatism rather than emotional rhetoric. The policy was to create a mixed economy and forceful nationalization was rather avoided. 

Botswana has had a favorable macroeconomic environment which has been helpful towards the establishment of businesses. Above all, the political stability, peace, and significant openness of the public sphere (at least compared to other countries in the region), vibrant press for example governmental Daily News and monthly Kutlwano, three weekly private newspapers and four private magazines
 and contribute to the comfort of the investors. Moreover, Botswana has been les corrupted than its neighbors that allows for significant flexibility of the investment patterns because the investors can rely on the functioning public administration and the guarantees they get from the government. 

The market gaps are still bigger than in South Africa because the economy is less diversified. The revenues for the investors might be somewhat smaller than in South Africa because of the smaller size of urban population which means smaller consumption but anyway the governmental policy has been to support competition and creation of small enterprises. Financial Assistance Policy (FAP) has been put in place, which is supposed to help citizens to start up businesses, offering the tax holiday, training grants and unskilled labor grants
. Botswana also works on improving the communication lines so that the space is given to the television and radio marketing strategies of the private firms. 

Liberal economists such as Kaplinsky have been critical towards the performance of grants such as FAP and of the financial assistance towards the enterprises, Kaplinsky argues that the effort to make prices right helped the wrong hands, because the assistance schemes were too much complicated especially given the poor administrative capacity of a developing country. he has identified a “poor entrepreunial background, poorly functioning markets, excessive competition, and the absence of technological capability”
. However, other scholars such as Nakizito - Darkoh have described Botswana as a successful example of enterprise clustering in a developing economy
. The fact is that the capital Gaborone with 250 000 people
 has been equipped with more restaurant complexes, shopping malls and shopping centers than Tanzania’s Dar eS Salaam which is home to 2,5 millions people. Unlike Tanzania, most people shop in the big shopping centers. There are no traffic jams in Gaborone and customers can comfortably reach their destinations. In addition, hawking of the goods around the junctions does not take place in Botswana. 

6. BUDGETING

6.1. Theoretical Framework

The question is why would the public expenditures need to grow? The pure public goods are of specific character such as their amount is permanent
, as with the example of street lighting and waste collection. No constant increase of production is necessary, just the maintenance, like the education or health care, provided that the network of public services exists to cover all population. Nevertheless, the public expenditures have the tendency to overgrow,
 which brings about a situation of running budget deficits. This tendency of the public expenditures has been striking especially compared to the tendencies in the private sector, which usually implement careful budgeting despite the pressures for innovations which constantly challenge the private sector. Since public expenditures have the leviathan characteristics, the governments are advised to implement sound public finances. In the neoclassical view, the role of the government has been defined as that of the provision of stable exchange rates and price stability. The government should practice strict monetary policies; such that regulates the amount of money circulating in the economy according to the value of the product of the economy
. 

Such policies have been hard for the governments worldwide, because cutting budget deficits and cutting public expenditures are politically unpopular measures which bring unfavorable political consequences for the political parties at power. Versions of Keynesianism have thus been more politically sensitive. According to the Keynesian principle, the governments might increase public expenditures during the slow down period of the economic cycle, to finance the economic restructuring and innovations and to help the consumers to satisfy their needs. On the other hand, the boost phase of the cycle should be the time for saving. The Keynesian stop-go politicians
, however, have a difficult position, too, because they have to observe the long term view more than the short term view. Overspending in order to win political loyalties or printing money in order to finance the budget deficit is to be avoided because it can cause deflation and the money looses the value
. The problem may arrive when, for political reasons to win political loyalties, governments are reluctant to cut public expenditures once they introduce them, they continue running budget deficits, and even increase the expenditures. The society is then consuming more than it produces. The result is then that budget deficits are persistent phenomenon irrespective of which cycle the economy was in
. Such policies produce a galloping inflation
 up till the moment when there have to be dramatic cuts in public expenditures, which results in large scale unemployment. In this sense, the advantage for African governments may be that the electorate has been faithful to their political parties all through the crisis, and the political loyalties tend to sustain even major shocks because of the absence of strong and organized civil societies. Nevertheless, if solution is a public policy of growth, increased public spending may be necessary. To put it right, even the governments of the developed countries do run significant budget deficits to finance negative externalities, crisis management and to win political loyalties. Deteriorating service environment whether the outputs are private goods, mixed goods or public goods, requires an intervention
. That might justify the pressures for increasing public expenditures in developing countries which deal with crisis situation such as chronic poverty and poor public services. 

6.2. Budgeting in Tanzania

Since the independence, Tanzania has been running large budget deficits simply covering the public expenditures by printing the more money and borrowing from abroad without any ability to repay. The senior governmental officials and politicians frequently exempted themselves from taxes. For example in 1993 there were 2000 such exemptions
. 

Table 2 Key Indebtness Ratios of the Countries, 1996-1998.

	Country
	Tanzania
	Botswana 
	South Africa

	EDT/XGS

	648
	17
	67

	PV/XGS
	484
	14
	66

	EDT/GNP
	109
	12
	18

	PV/GNP
	81
	9
	17

	TDS/XGS
	21
	2
	12

	INT/XGS
	10
	1
	4


Source: Fan, p 145-146

The data in the table demonstrate Tanzania is one of the most indebted countries in Africa, running large public deficits every year, and, unlike Botswana and South Africa had to be included in several debt relief agreements
. The governmental spending was supposed to finance the crisis management and target strategic sectors of the economy. But the embezzlement of the public funds and the slow speed of the transformation of the developmental discourse from the socialist path to the liberal one have caused the wastage of resources. The outcome of the public spending was supposed to be education, health and infrastructure in the rural areas. But according to the most recent findings, Tanzania is still among the poorest countries in the world. Some 36% Tanzanians fall below the basic needs poverty line, and 19% fall below the food poverty line
. 

Based on these findings, there is a question whether the overspending and extended public expenditures might be helpful towards fuelling the economic growth in Africa. Tanzania has followed such model but in terms of poverty scores much worse than the other two countries which attempted to avoid large budget deficits. One of the objectives Tanzanian key developmental documents such as National Development Vision 2025, National Poverty Eradication Strategy (2000), Poverty Reduction Strategy Paper (2000), and Zanzibar Poverty reduction Plan (2002) is to conduct a budgetary reform and decrease the budget deficits. Nevertheless, the main reason for enduring poverty especially in the countryside might be the way the public expenditures actually operate and whether they target the problematic areas rather than whether they come from public deficits or not. 

6.3. Budgeting in South Africa and Botswana

South Africa has followed, according to the advice of the International Monetary Fund, the neoclassical model of prudent fiscal management, and the South Africa’s budget deficit dropped rapidly, from 5, 1% of GDP in 1993/94 to 0.5% in 2005/06 which has been evaluated the second-lowest fiscal deficit in the country's history after the 0.1% reached during the gold boom in 1980. In 2006/07, the country posted its first ever budget surplus, of 0.3%
. 

Botswana government has been similarly wise in using revenues from the diamond industries to build human resources and increase the human and social productivity. Botswana government has maintained sound fiscal policy and a negligible foreign debt. It escaped the Dutch disease, avoided embezzlements of public funds and used the diamond bonanza for social spending such as health, education, nutrition and social safety nets, economic spending such as agriculture, infrastructure, and technology, to increase the human capital accumulation and enhance basic needs
. Moreover, the government has had low indebtness compared to other countries in the region, compared to both South Africa and Tanzania. Tanzania, however, has much greater indebtness than the other two
. 

Botswana was constantly increasing the public expenditures in order to finance the targeted programs, in 1980 the government allocated 31,76% of GDP, in 1990 33, 58%, in 2000 42,17% and 2002 46,91% 
. The government has recently run budget deficits due to the increased health care spending. Governmental attempts to bring about an educated population capable of conducting sophisticated consistent strategy of managed liberalization through the specific sectors of the Botswana economy have been hit hard by the disease. It is estimated that 1 in 3 people has been infected by HIV/AIDS and Botswana has the second highest infection rate in the world after Swaziland. Some of the budget deficits have been also ascribed to the relatively high military spending, Botswana being an active participant in international peace operations. Criticism has been raised that greater participation of the civil society in the budget process should be encouraged because the civil society has failed to demand an active role in the debate around public resources.

The public expenditures were recently defined by AAF-SAPs (African Alternative Framework to Structural Adjustment Programs), a framework that recognizes the relevance of the SAPs, but insists on their limitations and pervasive negative effects in the context if African economies if not accompanied by an informed public intervention. The aim is to select the right combination of governmental expenditures and savings convenient for the context of crisis management and structural transformation
. 

7. TAX POLICIES

7.1. Theoretical debate 

Taxation provides a stable flow of revenues to finance stable growth and development priorities and is therefore central to the debate about public intervention. Taxing shapes the environment in which the international trade and investment takes place. The African governments have to find the balance between a taxing system that is investment and business friendly and at the same time allows for an efficient delivery of public services
. Most tax revenues in African countries come from natural resources
 which makes the taxing base fragile towards the decline of the commodity prices in the world market. The policy makers face the challenge to mobilize domestic resources and widen the tax base for collecting the revenue, fight the tax evasion, improve the investment climate for enterprise development and promote good governance
. That requires improved aggressive tax planning, improved administration and human resources, development of automated systems, and taxpayer education
.  

According to OECD report “, the African countries face serious challenges when it comes to optimizing taxation for their context. Only a small part of population is subject to personal income tax. The tax laws are sometimes unclear and consulting manuals inexistent which leaves too much power for the tax officials. Some developing countries have tax administrations that suffer from corruption, poorly trained and underpaid officials and a weak administrative structure
. Effective taxation of the population as a whole would reduce the dependency on the mineral rents and donor assistance
. Also, effective taxation would reduce negative consequences from liberalization of the tariffs since the tariffs are gradually liberalized that means removed and provide less and less revenues for the governments. 

Concerning the level of tax, should the governments set up high taxes to finance the economic restructuring, or should they keep low taxes to let the consumers to decide themselves how to use their salaries? Liberals argue that “it is not possible to multiply wealth by dividing it. It is not possible to legislate the poor into freedom by legislating the wealthy out of it (…)”
. The governments should use the public finances to eradicate the income poverty, because poor people are poor consumers, the economy stagnates. The taxation schemes, regulation, prohibition and trading schemes should serve to empower the consumers to demand goods and services rather than impoverish them. Interesting point could be that the social welfare in Africa settings is well organized by the society itself. The individuals, families, villages, organizations, redistribute their incomes among themselves. Tanzanians, for example, feel obligated to help their fellow nationals if they can. The result of the taxing policy is that approximate one quarter of the income goes for tax (for example 1 million cut to 700 000 per month)
, however, the consumers are provided with insufficient public health care and no health insurance, limited access to public education, no running water systems, no waste collection mechanisms, unstable electricity, and unpaved roads. The government charges high taxes but adequate services are not provided to the customers. Wouldn’t it be more adequate for the government to let the consumers use their salaries to redistribute the wealth directly themselves? In order to remove income poverty and boost the consumption patterns, the governments should lower the personal and corporate income tax and reduce the import duties
. Nevertheless, the governments may be creative in transforming the tax systems and go beyond the regular structural reforms in taxing policy. For example, the growing mobile telephone sector could be subject to taxation and the government could introduce further licensing and taxing of the communication services. 

7.2. Taxing Policy in Tanzania

The taxing policy makers in Tanzania encounter three major problems. Firstly, the corruption has been crippling towards any meaningful effort to control the redistribution policies. Secondly, significant sector of the economy consists of illegal, unregistered activities. Thirdly, despite the restructuring of the income taxation in the last twenty years, the payroll taxes are very still very high.

To begin with, Tanzania has become a huge market for all kinds of imported goods, most of which are dumped, smuggled or enter the country without proper taxes being paid on them
. The corruption and the speculations with the taxes are frequent phenomenon
. This is related to the second point because the smuggled goods are sold on the black market. Cheap goods which could be easily manufactured in Tanzania, such as plastic sandals, toilet soap, or safety matches
, are smuggled from across the border. Moreover, tax evasion has embraced other imported products such as sugar, rice, wines and spirits, electronic goods and textiles. A Review of Business Environment in Tanzania prepared by Ravi Chande in 2003 for the Tanzania National Business Council, has reported the annual lost caused by dumping of the petroleum products around 94 billion shillings
. These are governmental data but the true value lost by the government through not controlling the illegal trade may be even greater. The most common methods of tax evasion has been under-invoicing, false classification of goods, false declaration of quantities and pure smuggling where no tax is being paid at all
. Ravi Chande has explained the tax evasion in Tanzania has been undertaken through a number of routes such as the Zanzibar route, Mombasa route, Lake Victoria route, Transit trade route etc. In each of these route corruption is being paid to the public officials, mainly tax officials, border police and immigration personnel
. 

The government is constantly loosing the resources through not being able to control the grey economy. Large segments of the economy are still not captured in the taxation policies. Business activities practiced by thousands of unregistered street sellers, some of the transport service providers such as motorcycle or bicycle drivers, the cooks offering food in their outside eateries or the sellers of the agricultural produce door to door. Goods are also sold directly from cars, such as the living room carpets and linoleum, towels, bed sheets, underwear or mosquito nets. Street sellers pass through the standing cars at major crossroads, junctions and traffic jam spots and sell cosmetics, decoration stuff, posters, fruits and refreshments to the passing drivers. Identification of the shops with smuggled goods and illegal businesses is of no use since the activities restart after the police control leaves the spot. In the cities, informed by their agents standing at the corners of the streets, the street sellers usually flee with their goods when they see the police man coming to check their licenses. In other cases, police officers are convinced to take bribes and leave.

Thirdly, the income tax has been high compared to other countries of the East African Community and compared to South Africa and Botswana. Mwapachu argues Tanzania has the highest payroll taxes in the Eastern, Central and Southern African regions
. The result is that those who work in the official sector of the economy give up significant part of their salaries for the tax. That impacts particularly on the low wage earners and demoralizes the consumer demand in general
. The employers tend to accept casual workers in order to reduce the payment of payroll taxes. Such behavior is harmful to the job creation policies. In order to stimulate the customer demand and avoid the strategies of tax escapees, the government has made steps to reduce the level of tax to remove the income poverty. The reorganization of the revenue collection system and the establishment of the TRA Tanzania Revenue Authority in 1997 has been part of the effort to make the environment friendly towards businesses and private sector
. 

7.3. Taxing Policy in South Africa 

South Africa’s financial systems have been evaluated as sophisticated and robust. The South African Revenue Service (SARS) has functioned beyond collecting the tax; it has functioned as an organ that promotes the social development in South Africa, providing the suggestions and knowledge on how to improve the taxing systems. It has been evaluated as a source of economic intelligence and a knowledge platform for the South African government especially the Ministry of Finance
. The governmental party ANC has attempted to combine low taxes and social welfare in order to boost the consumerism and the demand. South Africa has been evaluated, by the foreign investors and the international financial institutions, as providing favorable business environment. 

However, significant burden on the South African economic growth has risen in the form of rural and township poverty and disease. Because income inequality is extreme
, all personal income tax and most of the revenue is collected from only a small proportion of population. A reform of the taxing system is necessary, which is a highly sensitive political issue, because of the inequality in the South African society which sometimes seems to cut alongside the racial lines. The social crisis puts pressure on the governmental budgets, and there are suggestions from the left side of the political specter such as COSATU to increase the level of tax. If a full scale AIDS intervention and BIG (Basic Income Grant – will be explained in the Social Welfare Chapter) were to be implemented, this would require a significant increase in taxation. An increase of VAT of 7% would be required to finance BIG. To finance both the VAT would need to rise to 10-14%
. There is a question whether that is doable but there is a possibility that reasonable South Africans could agree since the life in South Africa has become almost unbearable in some aspects due to the violence and crime. There are some grounds for believing that South African economy could cope with an increase in taxes especially given that the money injection into the hands of the majority of poor would stimulate consumer spending and demand. According to, albeit a rather optimistic, view, an additional R25 billion per year could be mobilized without undermining international competitiveness
. 

On the other hand, the proponents of the neoclassical economy advise the government to keep the low tax environment and use other measures to help the people out of poverty to work. The new rich South Africans are also opposing the tax increases because such policy reminds them of apartheid practices. Now, when they have the chance to be free, they want to enjoy all of their incomes. In these circumstances, the solution must be such which enhances the South African multiracial democracy. 

As in Tanzania, smuggling is a very large problem in South Africa. For example the South African government has attempted to regulate the amount of alcohol beverages and tobacco in the country in the effort to reduce the crime rate, and increased the taxes on these products. That has a contradictory effect, encouraging smuggles of these products to find their routes
. Smuggling has its legitimacy in history of South Africa, since both ANC used to smuggle during their fight for the independence, operating from neighboring Mozambique and Zimbabwe. The apartheid government used to smuggle too, in the efforts to escape the impacts of the international sanctions
. 

All in all, the tax experts say the new tax regime reform should be accompanied by an improved performance of the public administration and increased governmental capacity to do micro-data analyses. The tax analysts have argued that the data available now in South Africa has not been sufficient to state how much income has been converted to untaxed capital gains
. Worse, the opportunities for capital escapes are plentiful for the high income earners who are in the position to negotiate compensations with whoever is responsible for given transactions. Some businessmen also cheat on the business records which makes it impossible to establish the true taxable income
. It has been suggested South Africa should avoid special tax preferences for favored sectors and tax holidays. The tax system should be kept as simple as possible given the limited administrative capacity. 

7.4. Taxing Policy in Botswana 

Botswana’s macro-economic environment has been evaluated as healthy
. Botswana has a reputation for excellent macroeconomic management and modest inflation. Low taxation environment has been in place for some years to encourage the investment inflows from abroad as well as the local private companies. The corporate tax in Botswana is 15% for manufacturing and 25% for others, compared to 30% for South Africa and 30% of Tanzania
. The government has long introduced an entirely liberalized foreign exchange regime to encourage the cross border financial services. The total company tax rates are lower than in most of the comparator countries, and overall burden of taxation is low
. Despite the free transfer of cash into and out of Botswana, the government has, to a large extent, attempted to monitor money laundering and suspicious business transactions. Botswana has one of the simplest and most comprehensive tax regimes in the world. 

8. LAND OWNERSHIP

8.1. Theoretical Framework

The issue discussed both at the international level and the within African countries themselves is that privatization of the land could somewhat fail to meet the expectations of the mass of people, especially the poor, and work towards the benefits of the few. For example, Shivji has argued the foreign direct investment is said to impact on the local land ownership patterns in a way that the land resources are being stolen from the indigenous people. After independence from colonialism, the new African governments have attempted to modify the legacies of the past, take the land from the former owners and use it to “empower” the black nationals.
 Many governments have sympathized with the Soviet model of land ownership and projected the model into their setting. That was the case in 1970s in Tanzania, where Julius Nyerere constructed the collective ujamaa villages. 

On the other hand, in neoclassical view the land is supposed to be freed for commercial use.  Unnecessary planning which remained from times of collectivism is to be removed
. The fact is that there are millions of hectares unused lands in Africa, spaces which seem to interest no one. The governments could plan new settlements, investment, and infrastructure, instead of claiming the land which has already been developed by foreign investors. Again, the argument is that it is not possible to multiply wealth by dividing it
. Unlike Tanzania, South Africa and Botswana have never declared to practice socialism.

8.2. Land Ownership in Tanzania

“(…) Agriculture in Tanzania is dominated by smallholder farmers (peasants) cultivating an average farm sizes of between 0.9 hectares and 3.0 hectares each.  About 70 percent of Tanzania’s crop area is cultivated by hand hoe, 20 percent by ox plough and 10 percent by tractor.  It is rain fed agriculture. Both crops and livestock are adversely affected by periodical droughts. The major constraint facing the agriculture sector is the falling labor and land productivity due to application of poor technology, and dependence on unreliable and irregular weather conditions (…)
. There is a need for a pertinent crisis management. Tanzania has a great space of land, about 88,6 million hectares suitable for agriculture. But most of the lands are not accessible and poorly irrigated. 60% of the rangelands for livestock are tsetse infected and thus cannot be used
. All land has value and could be used to boost the economic growth, but for now the situation remains such that large spaces of lands and natural resources are literally wasted. The question arises whether that can still be considered as imperialism and problem of the land ownership because large spaces of land do not belong to no one and they are not occupied by any developmental projects. Tanzanian government, however suspicious towards reliance on the private sectors, has relaxed the agriculture to the private sector. The challenge is to rehabilitate the existing transport network and to support expansion of the rural transport network so that the trading chains become faster and cheaper
. For now the roads and railroads remain in poor condition and the transport gets very costly, for example for maize the transport cost is 60% of its total marketing cost
. Tanzanian agricultural systems lack the expertise and technologies. 

Improvements will take place with heavy investment only
, whether governmental or private, private being directed by the government because such investment into public infrastructure is not a popular target of the private enterprises
. There have been programs and projects to support farmers such as distribution of animal drawn ploughs and financial loans directed towards purchasing ploughs and carts. The government has imported tractors and its implements
. But these were individual affairs the nation wide modernization of land is still pending. Tanzania Development Vision 2025 
 is an ambitious manifesto promoting deep economic restructuring and formation of agro-industrial chains. Since 2000, the Rural Development Strategy (RDS) and the Agricultural Sector Development Strategy (ASDS) emphasize the agriculture shall be a profitable complex of public – private partnerships and recommend how these partnerships have to be implemented through regional District Agricultural Development Plans
. The government emphasize positive influence of the reforms, “ (…) The macro economic reforms have and continue to have had significant impact on the agricultural sector.  The economic reforms have lead to the opening up of the sector to private investment in production and processing, input importation and distribution and agricultural marketing. Most of production and processing and marketing functions have been assigned to the private sector. Farmers are free to sell their crops to cooperatives or private traders. Due to competition, normal producer prices for food & export crops have increased and farmers can now sell their produce much faster. Farmers are no longer confined to a single source for their essential inputs for crops and livestock (…)”
. 

Nevertheless, the visions have not been properly communicated and implemented in where the production starts, in the fields in the rural areas, in places where the rain fed products are packaged manually into manually made bamboo baskets, and where they start their journey on fully packed bicycles, little cars or vans, to be carried towards petty traders which sell their produce in the streets. As Maliyamkono and Mason have observed, little mechanization, irrigation system and infrastructure were brought to the countryside
. Another problem is that most of the farming falls into the subsistence, informal sector. In the absence of organized systems of marketing and distribution, the agricultural production in Tanzania does not reach its maximum efficiency
.

The agricultural sector remains vulnerable and abandoned by both government and corporations. Yet, the agricultural sector is of primary importance for Tanzania. Economic structure of Tanzania remains heavily dependent on agriculture
. “(…) Agriculture offers employment opportunities to about 80 percent of Tanzanians (…)”
 Tibandebage talks about 90% of total employment in the rural areas
. It seems the government itself recognizes the pivotal role of the agricultural sector both in terms of economic growth and poverty reduction
. Yet, according to the Tanzania Development Vision 2025, major achievements have been scheduled for the year 2025 only
. 

8.3. Land Ownership in South Africa 

The proponents of the public interventionism argue the distribution of land was extremely unequal and favored the elites at the expense of the masses, South Africa being a perilous mix of the “new” and the “old”
. Commercial agricultural production has been the success and the South African packaged food stuffs succeed all over the continent but between 45 and 55% people still lives in poverty
, commercial farming depriving the rural people of their resources and lifestyles and bringing them into the poor city townships. The negative consequences of the elite-led commercialization may further complicate the country’s performance. Commercial farming has not participated in job creation, because modernized farming techniques do not require the work of the masses, and unemployment increases as more and more people come to the cities. 

Many suggest that the land reform may be a necessary tool for correcting this structural problem in South Africa. Moreover, the land reform should be part of a more sophisticated agrarian reform
, which will incorporate the volatile work force in the market schemes and introduce a more sustainable social situation. The land should be distributed among those deprived of the social security schemes“(…)…the agrarian reform should provide access to the tools and equipment, draught power, marketing outlets, infrastructure for irrigation, transport and communications and support services such as extension and training. (…) the policymakers must loose their doubts about small scale agricultural production, engage the poor rural people in the policy decisions, planning and implementation, secure fair access to land and natural resources across the whole country, addressing gender equality and restoring land taken by force (…)”
 Nevertheless if government was to redistribute land to enhance social justice or would also need to provide funds at least initially to support the new land owners’ ability to cover the costs. The commercial farming requires a degree of professional know-how and large amounts of capital to purchase seeds, fertilizers and equipment as well as the ability to pay regularly for the bills for water and electricity
 that would require the government to assist the “masses” with initial capital.

For sure, the rural poverty, the existence of the huge areas of informal settlements and the ghettos represent a challenge for the crisis managers in the South African government. The greatest efficiency has been reached through the market systems but patterns of the integration of political and economic power have produced some negative externalities which are to be treated by a public intervention. The question is what kind of public intervention? For now, the corruption in the land ownership patterns is very high. The problem is that the current land reform, as far as it is possible to evaluate its outcomes, tends to further reproduce the current trends. The governmental officials are sceptical towards the potential of small scale farming or traditional production patterns to contribute to economic growth. Contrary to the argument of the non-governmental sector, these doubts might be somewhat valid. The South African ghettos were designed for the factory labor, situated in the proximity of the industrial areas. Since many of the firms closed down after the fall of apartheid and people lost their jobs, the conditions for life worsened in the townships. If industries re-open in the affected areas, the labor would be absorbed and the criminalized society would start the healing process by increased consumption of goods and services. The suggestion to give the ghetto people land and make them small scale farmers has not been a convenient scheme for them, since they are urban dwellers, used to the urban way of life. Even though they live in poor areas, they have been socialized into the city culture and they wouldn’t go back to the countryside. 

8.4. Land Ownership in Botswana 

Since independence, Botswana government has attempted to use land efficiently and introduce the market principles into traditional agricultural and pastoral activities
. Botswana government has attempted to avoid the situation in which the market overrides the traditional sectors. Marginalization of self sufficient farmers has had a particularly deteriorating impact in African countries which have large segments of population in the traditional sectors and find themselves under pressure to modify the social structures in a fastest possible way. Botswana government encouraged competitiveness in traditional livestock processing and engagement of small livestock producers in the market systems. The policy was to privatize the grazing land and promote private ranches
. The privatization of Botswana beef industry was subsidized by the European Union. 

However, criticism has been raised from non governmental sector that privatization of the common lands prevents traditional practices of moving the cattle and encourages leviathan practices in the governmental bureaucracy which tend to keep the best grazing lands for their cattle
. Similar issues concern the privatization of tribal lands which accounts for approximately 70% of all Botswana’s lands
. Until the 1970s, these lands were under the management of the village chiefs but today they are under the management of the governmental departments which bring a lot of confusion in the decision making because of poor administrative capacity, the officials are usually not familiar with the local ownership patterns of each community and each request takes a long time
. Nevertheless, Botswana has a unique political system which allows the village chiefs to be part of the government which gives them opportunity to represent their communities and districts and also contribute to the resolution of eventual land ownership issues
. 
9. SOCIAL WELFARE

9.1. Theoretical Debate

In neoclassical terms, the government should not entertain the dependency culture of the people or nurture giant public sector by running the budget deficits. The power of the trade unions is to be reduced and greater occupational mobility and geographical mobility encouraged
 enabling the flexible redistribution of the factors of production including labor. It is easier to suppress social welfarism in the African settings because the African governments have a large operational space on the domestic stage. Trade unions have been generally weak, with no stronger say in the policy making processes. The civil societies in Africa are in premature stage, lacking powerful lobby platforms. There is low political opposition and the electorate is largely uncritical of governmental actions. 

Nevertheless, the extent of the urban and rural poverty in Africa, however, requires sophisticated social welfare and social security schemes otherwise it becomes burden to sustainable economic growth. The social structure which exists in Africa requires a crisis management which the market alone is not willing to offer. Yet, governments may engage market in the provision of social welfare and social security. SADC defines the social security as “(…) the public and private, or the mixed public and private measures, designed to protect families against income insecurity caused by contingencies such as unemployment, employment injury, maternity, sickness, invalidity, old age and death.”
 In African settings, private measures may work well to provide the social allowance, social assistance and social security. 

Governmental role lies in the preparing the floor for the private firms to engage. All the citizens should have access to some kind of treatment by the state. The government should use its primary role to encourage the technical education, emphasize and award personal and social benefits from such professions, offer advantages and abroad stays for the engineers and doctors to fill the skill gaps. The government should reward skills and responsibilities, and make the work pay and increase incentives to work so that people are better off at work than without work
. The low paid jobs could be subsidized. Concerning the unregistered businesses, the government should make it easy, attractive and advantageous for people to register. The tax payment should not be a burden for the low income traders but should be rewarded, especially at the beginning to help build the habits. A minimum wage should be guaranteed to help people move from poverty to adequate work opportunities despite the conservative economists’ claims that the labor should price itself on the free market. 

There is a common scenario in African societies in which one member of the family, mostly male, the father or the older sons, work towards the benefit of the whole extended family. Mothers, sisters, cousins, family friends, and children depend on few working persons. Such social organization does not mobilize the people’s ambitions to enterprise and does not invoke industrial work ethics. It entertains the “sit and talk” tendencies rather than “walk the talk” because too many people prefer to stay at home and depend on others without proper access to education and work opportunities. Even a strong welfare state should avoid the dependency culture. The regulatory system should underpin not undermine the competitive economy. The method of carrots and sticks may be used to make people work but at the same time avoid over-reliance on the state support. One possible policy may be to remove subsidies from people with middle and high incomes but leave them with opportunities to get advantages. Unemployed people, on the other hand, should be provided access to training courses, they should be directed to educate themselves and work in strategically important sectors of the economy. After that, they should be assisted in searching for jobs. If still not employed, the government could subsidize the employer who employs them. Thirdly, work on an environmental part time project or voluntary work with welfare governmental support. Fourth option would be to take full time education or another training course and search for a job again. If the process is not successful, then no support should be provided, to avoid “staying at home with full benefits” culture and to avoid the unemployment trap
.

9.2. Social Welfare Schemes in Tanzania 

For the majority of population, the only kind of social security comes in the form of informal income transfers, in cash or in kind, obtained through strong informal and traditional safety nets built on family and community ties
. 47% of the respondents in the Paratian’s sample indictaed they rely on family and relatives in times of serious financial problems. 32.3% rely on friends and neighbors. Under 1% rely on government welfare, employer or work programs, or banks schemes or money lending institutions
.  Tanzania had an average enrollment in secondary schools of 6% in 2000, the lowest secondary school enrollment rate in Africa. In the same year, the primary school enrollment was only 57%. Concerning the health services, only 42% of Tanzanians has access to health services in 1998, compared to 64% in the whole of Africa. In 2000, the life expectancy at birth was 49 years, compared to 51 years average in the Sub-Saharan Africa
. 28% rural households and 29% urban households of the Paratian’s sample declared their household income to be sufficient to buy the food. 12.5% of rural households and 19.4% declared they could afford to pay for the health services
. Only 0.8% rural and 8.4% households had access to flush toilets
. 92.3% of the rural and 55.9% of the urban households do not have access to electricity. 0.7% of rural and 13.9% of urban households have access to piped drinking water
. Tanzania bears one of the highest burden of disease in the world, malaria affects half of the 35 millions Tanzanians at least once in a year and 100 000 die from it each year
. 8.1% adults between 15 and 49 years live with HIV/AIDS compared to average 6.5% in the rest of Africa
. Bad nutrition resulting from poverty leads to weak health and greater tendency towards disease. Most of the social security schemes in Tanzania are covering only limited number of people those 10% which are employed in formal sector of the economy. 

The township people engaged in various little businesses in the streets earn 1000 or 2000 TZS per day
. The point is that the low paid jobs are not rewarding which drives people into dependence on others rather than efforts to work. The pro-poor spending has been an enduring challenge for the Tanzanian government, to finance transformation of the agricultural sector, investment in rural areas into services such as health and education, to cover up the knowledge gaps and include local communities in the public administration of the country
. The poverty requires social safety nets, which involve cash transfer systems to redistribute income, food subsidies such as fundamental schools meals each day for all the children, opportunity to do paid public works, to access social welfare schemes and to receive human capital subsidies
. Paratian suggests the government should provide greater information about schemes available for people in temporary payment difficulties, caused by a loss of job, crop or business failure, disease, or new marriage and birth costs
. In the rural areas, most of the people are not aware of the existing developmental projects, micro credit schemes or governmental assistance schemes. Paratian’s recent survey has demonstrated that more than 53% of the rural inhabitants are not aware of such programs, as well as 35% in the urban areas. 

9.3. Social Welfare Schemes in South Africa

The study case of South Africa illustrates that the market systems cannot reach the best efficiency without minimum of economic and social rights being guaranteed by social welfare system. Despite its well diversified economy (at least compared to the other two countries), South Africa suffers from problems which are typical for the Third World countries and which are burden to its economic growth. Various townships hosting hundred of thousands squatters who stay in iron shacks with neither water nor electricity border Cape Town, the city of wealth and beauty. In KwaMashu in Durban, 6-10 persons sleep in single room dormitories built for solitary migrant workers in the past. Soweto (SOuthWEst TOwnship) in Johannesburg is a city for itself, it houses 4 million people, containing sections of shacks, simple concrete houses but also houses with all different luxuries. 

Above all, the degree of unemployment is very high. 40% of population fails to find employment in the formal sector and is forced to rely on the informal, black economy, and seek shelter in the areas of informal urban settlement
. 42% responded they are not able to meet their food needs, 41% not able to pay their housing costs, and 39% said they cannot cover the health costs
. The situation is even harder because the inter-household financial support which is so common in Tanzania is quite limited in South Africa where the principle “everyone for himself”. Only 1 in 5 households in South Africa would give money to another household
. Incurable disease and death is ever present and demoralized inhabitants of the slums incline towards criminal activities, hustling drugs and weapons, damaging the marketable image of South Africa as the gate to Africa suitable for more investment and attractive destination to visit
. Why should anyone care? - Because investment in infrastructure and housing in rural areas and black South African townships are the key condition for a sustainable economic growth. The trend towards gangstership is widespread. The South African mafia elites operate through ghetto gangster groups run by the youth which permanently escapes the public control, since the South African metro police usually avoid entering the most dangerous townships. Carrying weapons for self protection is a common sense, the common style of wearing; the type of vehicles and the equipment of the cars’ inside are defined by the need to meddle through frequent street clashes. A new comer is firstly shocked by the pervasive normality of the first floor barred windows and doors and massive walls and gates around the residences
. The criminalized life styles of today’s South Africa affects everyone, black, white, colored or Indian.

To be fair, South African government issued a number of schemes available for people in crisis, for example a grant of R700
 is monthly provided to “severely physically and mentally disabled people” above 18 years, including those affected by HIV/AIDS. In 2001, 634 000 people and in 2002, 831 000 were receiving these disability grants
. The cost to the government is expected to rise to R9.5 billion in 2010
. Nevertheless, South African bureaucracy is careless when it comes to registering its population into the social welfare schemes. The application process takes a long time and there is a specific know how required including corruption to make the application succeed. That discriminates the uneducated ghetto people which find difficult to repeatedly return to the offices to make the follow-ups. The disability grants actually do not include equally poor people who do not suffer from disease or who haven’t been diagnosed. 

That is why COSATU suggests the introduction of a monthly BIG (Basic Income Grant) of R100 for all who fall under the basic needs poverty line
. The anger of the poor people is warning to the crisis managers that they should pay increased attention towards the social welfare schemes as well as creating work opportunities for these people in new industries. Ayittey uses the term “the cheetah generation”
, the new angry generation which disturbs the social integrity of the African countries. The integration of the private sector into the provision of the welfare schemes shall be supervised by the government and regulation towards greater social justice should be used because the middle class consumption is a key for the markets to deliver the greatest efficiency
. If the market driven approach starts to be seen by people as punitive, more work opportunities and more help out of unemployment should be designed by the government so that all consumers can enjoy the market consumption patterns. To incorporate the ghetto people in a social welfare system shall help to increase the productivity of human and social resources and reduce the constraints on economic growth imposed by crime. More social justice will create socio- economic stability and consequently favorable business environment which will attract more investment. 

9.4. Social Welfare Schemes in Botswana

Botswana social welfare schemes are somewhat sophisticated as compared to other countries in the region. Botswana is traditionally a rural society relying on the livestock especially the cattle. The trend to ranch and keep cattle prevails even among the well educated national elites. The provision of governmental assistance in the cities encourages the urbanization, because Botswana 1.8 million population is widely dispersed on a territory of and traditionally tend to self-sufficient farming, so the spontaneous accumulation of the labor force in the cities would be very slow. The government encourages the urbanization and development of the cities, but at the same time it prevents the creation of the illegal settlements and the townships of the South African type. 

The official data say 47% of population is below the poverty line, the poverty being higher in the rural areas reaching 55%, in the cities 29%. However, the poverty in Botswana is of different nature than in South Africa or Tanzania. Botswana government effectively employs the private sector in order to provide the social welfare. The HIV/AIDS prevention and treatment facilities are run by the private companies. Compared to the other two countries, however, Botswana has managed to combine public and private measures in order to preserve the cultural heritage and sustain modernization at the same time.

Schemes are designed by the Ministry of Labor to protect to avert human suffering that would occur as a result of poverty, old age, ill health and the effects of HIV/AIDS
. Botswana has been the first African country which provided free treatment to its citizens which live with HIV/AIDS
. The social safety net exists in practice, not only in the official policy documents, and is broadly available to individuals, groups and families. Application procedures are relatively free from corruption and easily accessible for anyone. New couples with little children can apply for governmental housing which is situated in safe accessible environment and equipped with clean running water and reliable supply of power. Areas such as Gaborone West Phase 1, Phase 2, etc. are areas covered by such housing estates. The people with disabilities or chronic health condition receive a state support which is almost unthinkable in Tanzania, where disabled people move on self constructed wheel chairs through the streets and beg for money. There are food baskets designed for destitute persons in Botswana, including monthly quantity of sorghum, bread, vegetables, meat, milk, sugar, oil, salt and tea
. The orphans get a state support, but that is also the case in South Africa and Botswana. The difference is that Botswana successfully controls the demographics of its population while South Africa and Tanzania don’t do effective follow ups. The schemes in South Africa and Tanzania are there but the South African governments does not care until the person becomes a criminal and Tanzanian bureaucracy, on the other hand, is corrupt and slow to make a difference. The same way we have started, we shall finish with a cuisine theme: Botswana primary and secondary school kids get the regular food supplies for free; as far as they attend the lectures they get the morning and afternoon meals. That also encourages the families to send children to schools. The Tanzanian primary and secondary kids get the meals as well, since they live in the boarding schools which provide full accommodation throughout the year. The boarding schools in South Africa are selective because of the tuition fees which are high, the boarding schools being mostly private. Moreover, South African kids do not get any meals. 

CONCLUSION 

In a book by Anthony Robbins titled Unlimited Power the author assets: “People who succeed do not have fewer problems than people who fail. The only people without problems are those in the cemeteries. It is not what happens to us that separates failure from success. It is how we perceive it and what we do about what happens that makes the difference.”
 The governments in Southern and Eastern Africa should be increasingly able to evaluate the cost effectiveness of the services provided by individual sectors of the economy and consequently select industries to be promoted according to the situation of consumption patterns, financial resources and labor market. The governments have a unique position to be anointed for this “cooking”; unless it will be seen as neocolonialism. Without falling into ideological bias, the governments should be able to investigate and modify the motivations of providers and purchasers and direct their ambitions into market gaps and strategic activities which can deliver the desired transformation.

Concerning the chapter 1 “Protectionism”, protectionist measures should serve to promote a dynamic structural change not create uncompetitive complexes. Government should provide incentives and disincentives for enterprises to absorb labor; the sectors protected should be those which enhance the countries’ capacity or potential to develop. Instead of protecting the extractive capitalism the government should protect the efforts to diversify the economic production and the attempts to create assembly industrial chains. Automotive industry has been a great success in South Africa providing employment and value added from assembly industries. On the other hand, it is misleading to protect non-competitive industries such as TANESCO in Tanzania; even though monopoly enterprises in strategic sectors such as Botswana diamond extraction might be justifiable. Anyway, monopolies should be encouraged to adopt market principles in those sub-sectors where it is relevant. Furthermore, commercial agriculture and services should be encouraged given significant profits they offer, but the support for these sectors should not be at the expense of the structural transformation. In Tanzania, coffee gets more attention than sorghum despite the fact that Tanzanians rarely consume coffee on the other hand sorghum is used every day. 

Concerning the chapter 2 “Industrialization” the challenge is to support the industries in a manner that makes them able to compete internationally, including decent adjustment of their activities to different locations. The comparative advantage has shifted from liberal spontaneous comparative advantage based on countries’ natural resources to artificially creatable forms of competitive advantage based on manipulation of the factors of production. Specialization in commercial agriculture does not provide the countries with a sustainable solution for economic growth because of the decline of the commodity prices on the world market. While using the language of deep transformation, Tanzania and South Africa tend to prioritize the commercial farms that do not contribute neither towards absorption of labor on the national scale nor reorganization of the factors of production. Labor-intensive industries, on the other hand, help to eradicate income poverty which renders increased consumption which again creates opportunities for new businesses. All three governments seem to have understood the principle but the actual promotion of diversified industrial production is time-consuming, in South Africa because the industrial production tend to be elite-oriented, in Tanzania because of slow speed of transformation due to the legacies of the past, in Botswana because of the traditional role of monopolies and a small market. 

Concerning the chapter 3 “Foreign Direct Investment”, the globalization is both a curse and blessing for African economies and their economic agendas, and above all, it is a fact that they have to deal with. The task is to override the disadvantages and exploit the advantages. The solution is not to legislate the wealthy out of freedom but to legislate the poor into it. The prospective foreign investors are able to scan their opportunities world wide comparatively, and able to shun the countries with inadequate and inappropriate technological clusters. The African governments can no longer rely on primary production and exports as engine of economic development. In addition, unregulated foreign direct investment cannot be relied upon for the establishment if the technological clusters. The governments themselves have to set the conditions for the economic restructuring, a good example being Botswana which manages to combine the private sector deals with its developmental agenda, being awarded a title “developmental state”.  South Africa is also cooperative towards foreign direct investment but compared to Botswana it seems more individual profit- and less developmental- oriented. 

Concerning the chapter 4 “Public enterprises”, the public sector exists to correct the market failures. Nevertheless, since governments have had the tendency to become leviathans, they shouldn’t ideally interfere in the functioning of the markets. The pragmatism in today’s interdependent global economy advises public enterprises should not be seen as the only enhancers of social justice in case they suffer from inflexibility and irresponsiveness to the demand. South Africa’s provider of the electricity ESKOM is private from a large part but works more reliably than Tanzania’s state owned TANESCO. Similarly, the performance of Dar Es Salaam water supplier DAWASCO has been rather disappointing, most of the districts of Dar Es Salaam suffering from water shortages, bad quality of water and difficulties to access the water systems. However, the public sector has been the pillar for capitalist economy and must be given the opportunity to improve its performance as well as rethink its function whenever necessary. 
Concerning the chapter 5 “Privatization”, in a good industrial policy, there is no real contradiction between the public and private ownership, the private sector can be made to move into areas they would otherwise not move but which would have greater long term benefits to the country in terms of structural change and employment creation. Botswana has successfully employed the private sector in its social welfare schemes, private agencies providing the HIV/AIDS treatment. In South Africa, domestic competition has been largely determined by market imperatives which have rendered its industries expansive all over the continent. 

Concerning the chapter 6 and 7, “Budgeting” and “Taxing Policy”, the industrial policies of growth require financial discipline such that allows for all possible revenues to be directed into potentially constructive sectors. In the three case studies especially Tanzania and South Africa more than Botswana, most policy measures are rarely implemented because funds have not been provided for. In the World Peace Foundation governance rankings 2009, Botswana has scored the fourth out of fifty three African countries; South Africa has scored number nine and Tanzania number twenty
. Linking of the policy initiatives to the budgeting process is very important and require an exceptional commitment of the public administration to the common goals rather than self-interest. 

Concerning the chapter 8, “Land Ownership”, the rationale for the land redistribution has been the effort for more inclusive development, the African countries usually suffering from large gaps among socio-economic classes.  In South Africa the segregation has persisted to a large extent since the fall apartheid in 1994, on the other hand, Tanzania has been an equalitarian society due to Nyerere’s policy of national unity which has strongly penetrated all aspects of Tanzania up to date. Botswana has never suffered from an extent of segregation comparable to South Africa because most of its land is not fertile, large part of Botswana being a desert. Botswana relied on incorporation of traditional leadership into the government which helped the land ownership patterns to settle, Botswana’s land reform issues are not as serious as in South Africa. However, as argued previously, agriculture alone cannot sustain the economic growth of these countries unless incorporated into industrial chains. 

Concerning the chapter 9, “Social Welfare”, it is possible to mitigate the negative consequences of the social transformation by an effective governmental control over the transformation process. South Africa has been challenged by the task to craft a new social structure; the burden of extreme social inequality has crippled its economic growth. Botswana handles the challenge by “remaking” the society, supporting technical education and developing human capital. Tanzania’s poverty will impose significant challenges for the government; large segments of the society exist beyond the reach of state and its public administration which require more of a dirigist public intervention. 

To conclude, the experience of the three countries reveals the market systems are relevant to the developmental agenda of the African countries as well as the creative role of the state. Wade’s “governed market” same as Hassen’s “managed liberalization” is basically calling for a developmentalist state which plans, facilitates and promotes industrial policies of growth in a manner that is compatible with structural adjustment requirements particularly the need for macroeconomic stability, the need for the private sector to be engine of growth, and the need to expose domestic firms to international competition. The gravity of the economic hardship should lead the governments into primary focus on such social and economic restructuring, particularly because, as Ayittey explains, “the strategy of transformation must be home grown”
. 
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