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“Flying Geese” or “Hidden Dragon”?

Chinese Business and African Industrial Developfment

China’s economic interest in Africa has generatatsiderable interest among analysts of
development in the two world regions. Unease witima’s expanded presence on the continent is
reflected in comments such as that made in 2006doyor Ncube, a Zimbabwean newspaper
publisher living in South Africa: “They are all @vthe place. If the British were our masters
yesterday, the Chinese have come and taken taeie SINewspaper headlines focus on the costs
and benefits of China’s investment in Africa’s extive industries: petroleum, copper, timber,
platinum, and iron, or on China’s contribution e tarms trade and the supply of inexpensive
consumer goods that offer tough competition foicain manufacturers.Chinese leaders have
tried to put these fears to rest. During a 2008 ¢b Africa, Chinese President Hu Jintao told
Nigerians that “China’s development will not briaghreat to anyone, but, instead, will only bring

more opportunities and space for development tovtiréd.™

Might the increased Chinese
presence might play a positive role by providingadel for low-tech industrial development,
stimulating the spin-off of manufacturing, or agti® jump start local investment?

There is ample precedent for such a role. Japdimess sparked an industrial boom in
Southeast Asia in just this way, and Korean firnesercentral to the rapid expansion of
manufacturing in BangladeshThe international product cycle operates in ameawhereby
countries transit from the production of lower teclogy goods to higher technology goods, over

time. Countries move from textiles and simple agdg to more complex products, as they move

up the learning curve. As an illustration: aftéorld War Il, Japan began producing textiles and



auto parts at home and exporting them to Thailamere/Chinese business networks distributed
and sold the goods. By the 1960s, higher labostis@nd trade quotas pushed the Japanese to
move into direct production in Thailand, where tpegvided a stimulus for investment by
example, and where they established joint ventuitstheir ethnic Chinese distributors. Finally,
by the 1980s, few Japanese firms were produciriggexn Thailand: they had been bought out by
their ethnic Chinese partners who by then domingétedhdustry’. Auto parts have been slower to
transition, but here too ethnic Chinese firms iildnd have accelerated production. In Asia,
Japan was the leader of this “flying geese” médel.

As the research reported below illustrates, thggrar of some of sub-Saharan Africa’s
manufacturing success stories can be traced tathbtic effect of investment by and the example
of Chinese industrialists. Will Chinese firms ifrida be catalytic “flying geese” or is China more
likely to play the role of a “hidden dragon”, wi@hinese exports helping through competition to
complete the process of deindustrialization thatesargue has been the result of the African
continent’s trade liberalization? This chaptezdshlight on these questions. It draws
primarily on the author’s research in Mauritius amélligeria, but adds examples gleaned from
other research on this topic. In the first catimie Chinese entrepreneurs living in Mauritius
helped persuade the government to establish antgypeaessing zone, and then travelled to Asia,
inviting co-ethnics from Taiwan, Hong Kong, Malagysand (later) mainland China to join them in
joint ventures. These investments exposed Mansitfaoth Chinese and non-Chinese) to the
intricacies of global production and export proess¢eading to dynamic, export-oriented
manufacturing growth. In the second case, Nigegr@repreneurs in the eastern Nigerian town of
Nnewi used their connections to ethnic Chinesertgadetworks (first in Taiwan, but later across

Asia) to assist in the transition from importing@apare parts, to producing them, creating a small
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industrial boom. Both cases suggest that impqrpmditive externalities can result from Chinese
business linkages with Africa. However, while Mauritius case can be seen as an extra-Asian
example of the global reach of Chinese businesganks$ and their stimulating impact, the

Nigerian (and Lesotho) cases suggests that donfi@stars may still present significant obstacles
to any transfer of the Asian “flying geese” modeAfrican industry. Furthermore, both Mauritian
and Nigerian firms have been hurt by competiti@mfiChina, leading some to fear that Chinese

business indeed poses more of a “hidden dragoeaththan an opportunity.

THE CONTEXT: CHINESE INVESTMENT IN AFRICA

In the 1970s and 1980s, Chinese firms from Taim@hHong Kong began to establish
closer business ties in Africa, leading in somesds investment. After 1985, when China
loosened its emigration policies, and particulaftgr 2001, when Beijing promoted the ‘Going
Global’ policy, they were joined by firms from thinese mainland. By early 2007, the Chinese
reported that there were more than 800 mainlande€Skicompanies operating in Africa; some 700
of these were run by private individuals and tt& weere medium to large state-owned fifins.
Although Chinese investments in natural resouregs lgained more media and scholarly attention,
manufacturing firms are an important part of thigeistment. Between 1979 and 2001, before the
current boom, Chinese firms had already establi@B8dnanufacturing investments in Africa
(including North Africa)’ South Africa received the main share: 83 investrpejects, but there
was already a significant mainland Chinese presend&eria (33), Kenya (21), Mauritius (20),
Ghana (17) and Zambia (17). The Chinese mainlgsted in light industry, but there were also
significant concentrations in electric applianced spinning and weaving. Companies from

Guangdong Province produced ethyl alcohol in Besewing machines in South Africa, motors in
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Angola, and batteries in MozambigtfeA Zhejiang Province firm, Hasan Shoes, has predac
quarter of its output in Nigeria since 2006, ar@hinese factory is producing paper in Tanzahia.
The pioneering Chinese white goods firm Haier (akewowned “collective”) produces household
appliances in an Angolan factory with 700 employeSince 2005, investors from Henan
province have filled the Guoji [International] Irsttial Entry Zone in Sierra Leone, where factories
produce mattresses, roofing tiles, and hair lotinresfactory zone jointly established by the local
government and the Henan Guoiji Industry and Deveéayi Corporatiol® The Hisense group
from Qingdao Province began by exporting blackahie televisions and electrical appliances to
South Africa in 1993, moving into a joint ventuceaissemble televisions and DVD players in
1997. In 2007, Hisense announced that they wauild Blisense Industrial Park in South Africa to
expand their production of color televisions, igdrators and washing machines for the southern
Africa market:*

These manufacturing investments are set to inereéise Chinese are convinced that
Africa is ripe for opportunity, and “the early bicdtches the worm:> At the Beijing Summit of
the Forum of China-African Cooperation in Novemp@d6, the Chinese announced the
establishment of a $5 billion development fundrioairage Chinese firms to invest in Africa. The
Chairman of the Sichuan Hongda Group commented:tdmapetition in China is now “so fierce”
that new businesses find it “difficult to get alokd, but Africa is a huge market and the
investment environment there keeps improvitigA 2005 World Bank survey of 150 Chinese
firms in eight Chinese cities with plans to invalstoad found that 18 percent of them were
planning to invest in Africa, and of these, 45 petavere interested in manufacturiigWill this
new wave of investment displace existing industoesvill these firms form forward and

backward linkages and stimulate technology transfdre “flying geese” model? The case of



Mauritius provides a positive example.

ETHNIC CHINESE BUSINESS NETWORKS AND INDUSTRY IN MARITIUS

Chinese business networks are responsible for sbthe information, ideas, and capital
that helped launch Mauritius, a small island natiothe Indian Ocean, as an important centre for
export-oriented industry in Southern Africa. Chim@gere among the earlier settlers in multi-ethnic
Mauritius, a country that was uninhabited whenas\irst discovered and settled by Europeans.
Some of the region’s earliest factories were esstaddl by Chinese: tobacco processing (1874) and
alcohol distillation (18973® By 1925, Chinese manufacturers were producingsshod boots,
rum, and aloe bags for shipping sugar.

Chinese entrepreneurs in Mauritius maintainededies with their homeland and unlike the
bulk of the population (descendants of enslaveat&fis and former indentured workers from the
Indian subcontinent), they had the resources tecenamits back to their ancestral place of origin,
often to find spouses. The case of Sir EdouardRatndemonstrates how helpful these ties were for
the industrial transition in Mauritius. In 1970aMritius became one of the first developing
countries to establish a duty-free, tax-free expatessing zone (EPZ). An engineering professor
at the University of Mauritius and also a businesmsnr. Lim Fat was one of the early visionaries
pushing for the establishment of an EPZhe Lim Fat family was originally from the Cantarea,
and Dr. Lim Fat’s in-laws were mainland Chinese \tlad to Taiwan after 1949, and it was there
that Dr. Lim Fat became interested in the expartgssing zones through his diaspora connections
and social networks.

Shortly after the Export Processing Zone Act wasspd in 1970, Sino-Mauritians such as

Dr. Lim Fat travelled to Asia, “taking advantagdtbieir] numerous personal contacts in these Far



122 Other Mauritian Chinese

Eastern lands” to promote the EPZ “with ceaselassiamary zea
moved to invest in the EPZ, often with joint veetsiforged through their networks in Asia. The
success of Sino-Mauritians business networks shawte percentage of Hong Kong equity
capital invested in the EPZ: more than 90 pericetite early years: By 1982 there were more
than 115 EPZ firms, and 59 percent of the capitadsted in the EPZ was from Hong Kong
Chines€? The EPZ boomed again after 1983 when uncertgiiftped Hong Kong as Great

Britain negotiated the return of Hong Kong to Chiffde appeal of the Chinese overseas network
in making Mauritius a destination for Hong Kong italpwvas clear: “The Hong Kong investor who
comes here does not feel so much like a strander a®uld in Africa. He sees Chinese faces, he
eats Chinese food, his wife has someone to tdlto.

Early in the life of the EPZs, joint ventures beém East Asian and local investors were
common, although this was not a requirement faidpr investment. Joint ventures appealed both
to local whites (Franco-Mauritians) who had amassggtal in the sugar industry, and Sino-
Mauritians who had become wealthy through tradel@cael manufacturing. Because Mauritians
had the desire to learn the business, while tharnAsims needed the risk-sharing, and the local
knowledge and contacts, joint ventures were genuamie‘paper” partnerships. The importance of
the initial capital and information links with Clege businesses clearly made the EPZ concept a
success. Those links were critical for transfgrimformation that would lower the risks and costs
to Mauritians of embarking on export-oriented irntdpsA Sino-Mauritian analyst pointed this out
in a 1997 article: “Most of [the local investorggre ex-partners or employees of EPZ firms who
over the years had acquired the necessary expefeacknow-how from the Hong Kong
industrialists in such vital areas as internationatketing, the latest technology and large scale

industrial production and management, and feltident enough to start their own EPZ



enterprises

This was the “flying geese” model in action. imé, many local Mauritians invested in the
EPZ. By the late 1980s, more than half of thetggqunithe EPZ was local (mainly Franco- and
Sino-Mauritian, but with important Muslim and Hingarticipation) and Mauritius had become the
third largest exporter of “Woolmark” knitwear inetvorld. Support industries producing boxes,
thread, buttons, and packaging materials for eXpors had also grown. By 1997, Mauritian
owners accounted for about 60 percent of the daputested in export manufacturing in
Mauritius?®

As mainland Chinese firms began to increase thme@stments in Africa, they explored
possibilities in Mauritius, assisted in many casgtheir government. In 1999, for example,
Chairman Li Peng brought a delegation of 125 petapMauritius, including a number of business
owners. Table 1 shows that between 1990 and H@42001-2005, investments from Chinese
mainland firms in Mauritius overtook that from Tam Hong Kong, and Singapore. In 2003, a
mainland Chinese company (Shanxi Province’s Ti@antiup, Ltd.) invested more than US$ 10
million to open a cotton yarn spinning mill in M#ius to supply export companies with locally
made raw materials. When investment from Hong K&aggapore, and Taiwan fell, that from

mainland China rose (Table 1).

Table 1: Foreign Direct Investment in Mauritius®@ygina and Chinese Diaspora

(Rs million)
1990-95 2000-06
Hong Kong 185 50
Singapore 40 14
Taiwan 92 0
China 35 89
Total FDI in EPZ 981 513



Source: Bank of Mauritiugd\nnual Report2005-2006, p. 258.
Note: not all of the Asian FDI goes to the Ed&Ztor.

Overall, the nature of these ethnic Chinese tiesalearly one of close connections leading to a
transfer of technology through investment andatoapanying training, and the diffusion of
trained personnel and managers to other firmsare®Z sector. Ethnic Chinese have served as
“flying geese” for Mauritians, often bringing asrpaf their investment, in used factories from
areas where labour had become more expensiveliticgd@onditions less certain. But has China
also been a “hidden dragon” in Mauritius, witheriagal industry under the competition from its
low-cost products?

The Chinese competition that opened up with theeDder 2004 end of the Multi-Fibre
Arrangement has had a painful impact on the textdestry in Mauritius. Between 2000 and
2005, the sector contracted by about 30 percannsklosed and up to twenty-five thousand
workers lost their job&> By 2006, there were almost no Hong Kong Chinesesitors left,
although some of their factories had been boughbypiauritian entrepreneurs. Mauritians were
claiming that the restructuring had largely beemgleted by 2006, with the remaining Mauritian
firms moving upmarket, or, in the case of sevérailding factories in lower cost countries:
Madagascar, India, and even China itseff-hese firms had looked the dragon in the fac#, an
decided not just to fight it, but to join. Sevepéthe large, competitive and vertically integchte
textile companies had made significant new investen® Mauritius itself: Star Knitwear and
Compagnie Mauricienne de Textile. In March of 2a0é, Chinese and Mauritian governments

announced that Mauritius (Riche-Terre) had beesamas the site of the second of three to five



Chinese industrial export zones to be constructédrica between 2007 and 2010 (the first was
launched in Zambid} In this case, the 2 km square zone will be cantd by the same Tianli
Group, which will spend 350 million euros (with gagpt from the Chinese government).

The early industrial investments by Chinese mastufars in Mauritius fostered a local
industry that grew rapidly and over thirty-five ygawas gradually transformed into a shared
foreign/local affair. However, in another cas€Cbinese catalysts, industrialization relied more on
indigenous Africans, who took steps to travel teafsd brought the information and resources
they needed to make their own moves into induskhe case of auto parts in Nnewi, Nigeria,

illustrates how this happened without any foremrestment on the part of the Chinese.

ETHNIC CHINESE BUSINESS AND INDUSTRY IN NNEWI, NIGRIA

Until the 1980s, motor spare parts sold in Nigggaerally came either from the “original”
manufacturer (Peugeot, Mercedes, etc.) or weretedait copies made in Taiwan. However, early
in that decade, a number of factories sprang tipeireastern region of Nigeria, particularly in the
town of Nnewi, whose large Nkwo market for used aedd motor spare parts had grown into one
of the largest in the country, with offshoots innp@ther towns and cities across Nigeria. By
2004, there were more than 17 modern, large anilmesized factories in Nnewi, using imported
technology and producing a wide variety of sparésgfar automobiles, trucks, and motorcydes.
Together with engineering firms and machine shapgjmber of aluminium foundries, and 68
smaller, less formal factories also producing spar¢s, these businesses employed some 8000-
9000 person¥’ Some of these factories exported to neighbowringtries in West Africa, to the

Middle East, and even to Europe. One advertiséokiibidjan, Cote d’Ivoire phone directory.
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The manufacturing boom attracted attention bo#mith outside of Nigeria.

Contacts between Nnewi traders and their Chineseterparts in Taiwan proved the major
catalyst to industrialisation. Spare parts forimewi market network were imported primarily
from Europe at first, but by the 1960s, Asian disiiors began to frequent the Nkwo market,
offering to produce copies of the European “oritjibeand name parts. The first Asian firms were
Japanese, but they were rapidly supplanted by €aitnaders from Taiwan. Over time, Nnewi
motor parts traders arranged to have their owndoname products made in Taiwan. During the
1970s, many Nigerian traders travelled to Asia éztwith their suppliers, and were thus exposed
to the industrial dynamism of the Asian newly inmladised countries, as well as the many small
and medium firms still operating in Taiwan. The wast with Dr. Lim Fat’s travels to Taiwan from
Mauritius is instructive, however. Dr. Lim Fat ivetd the export processing zone, and eventually
persuaded the government in Mauritius to passlégis establishing such an institution in
Mauritius. He and other Sino-Mauritians travelledisia in part to persuade Chinese co-ethnics to
invest in Mauritius. Many did, reassured in parthe extended family and professional
connections made through the Chinese diasporahé&uother hand, the Nnewi traders used their
contacts with the Chinese in Nigeria to locateritistors and producers in Asia, with whom they
could trade, and later, from whom they could puseh@achinery and technical assistance.
Without those contacts, the transition to manufaggumight not have happened, but in contrast to
Mauritius, there have been no joint ventures oh€se and Nigerians, and no Chinese investment
in Nnewi, and the Nnewi traders made no efforttange an unfavourable national level policy
regime.

The contacts between the Nnewi manufacturersten@hinese traders and manufacturers

in Taiwan and elsewhere primarily enabled the difin of information and example. As the CEO
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of Edison Auto Industries, a manufacturer of briakiegs and brake fluid commented, “For eight
years | imported these things [from Asia] and saw Bimple they were to make.” He moved into
manufacturing after studying machinery and processase by his supplier firms in Asia. All of
the traders who established factories between 4883996 continued to maintain their trading
business and distribution networks in Nigeria, singply added their new brands to existing lines
that they continued to import from Taiwan and elses& in Asia.

The networks of contacts established during yefarade eased the Nnewi entrepreneurs’
task of gathering information about production.e@manufacturer who had imported many lines of
spare parts made in Taiwan, solicited bids for nmecit from a number of Chinese firms in
Taiwan with whom he had grown familiar. In othases, the Nnewi entrepreneurs asked for
recommendations from their Chinese networks fdirteal advisers to install the factories and
train local people. Some companies, such as aipeo@f melded plastic components, sent groups
of workers to Shenzhen and elsewhere in Asia fetherjob training in Chinese factories. Others
used their contacts with trading companies to ifle@hinese manufacturers who were ready to
sell used equipment, such as the oil filter mantufac who purchased the entire plant of his
Singapore supplier.

The Nnewi case demonstrates that it is possiblieléas and information about industry to
be transferred from Chinese firms in Asia to Afn@ntrepreneurs, facilitating the development of
dynamic manufacturing sectors. The relationshipvéen the network of Nnewi spare parts
traders, and the Taiwanese manufacturers in th@sl®éd 1970s, resembles closely the early
“flying geese” relationship between Japanese mahwufrs and Chinese business networks in
South east Asia described above. However, inliBerace of significant Chinese investment in the

region, there were limits to the transfer of knalge, and the building of the kind of multiple
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strands (family ties; social and cultural celelomadi, exchanges of credit, etc.) that characterise
business networks among people from the same abditoup, as in Mauritius. Because of this,
the Nnewi trader-industrialists lacked the extrasaudage of the kind of learning opportunities
possible for Mauritians, who had many joint vensurgth, professional opportunities to work in,
overseas Chinese firms set up in the Mauritian BREough they have compensated for this in
part by a widespread practice of using foreignnewi assistance. In 2004, for example, Nnewi
firms each hosted an average of 4 foreign techstesf*

How have firms in Nnewi fared against the competibf Chinese imports? Auto spare
parts do not receive much protection from the Nagegovernment, unlike textile manufacturers,
for example, who have operated under a nearly campbn on imports. The average tariff on
auto parts was reduced to approximately 5 perodhei trade liberalization of the country’s
structural adjustment program (SAP) in the ear§0E Even with local manufacturing firms close
by, the Nkwo market in Nnewi continued to hosttgisiom Asian traders who offered to copy
“original” spare parts in their home factories,regsingly located in China’s special economic
zones. Branded counterfeit parts or those thatlase copies but made in China, sell at very
competitive prices. For example, in 2006, spadgplmade in China, counterfeit copies of those
made by Toyota or the American firm Motorcraft,csat N55 compared with N220 for the
original. Chinese branded parts intended to coenyéh the original manufacturer were also sold
at prices less than half the original: China’spg&uFilter” sold for N200, while the original
“Bolus” or “Dorian” oil filter sold for N550° Local manufacturers have accused these Asian
exporters of “dumping” when they are able to cdesitty offer products at prices lower than the
Nigerians can match. A 2006 study of Nnewi manufaes found that 75 percent of the firms

ranked the Asian challenge as “very sevete’By 2006, China was Nigeria’s largest source of
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imports, and the competition looked set only taease. At the same time, some sixty Chinese
firms had invested in Nigeria, in textiles, agregessing, and a number of other sectors in addition
to resource extractiof. The governments of Anambra, Benue, and TaraltesStaNigeria have
entered into joint ventures to produce cement, wdags, sugar, purified water, and machine tools
with Gongji Cangxi Industry and Commerce Developt@@mpany (a Henan province township
enterprise that produces machinery for juice amgtable oil extraction, concrete, and naffs).
These new investments may have more potentiaflfang geese” spin-offs, given the rich

entrepreneurial culture and skills in Nigeria.

DISCUSSION AND CONCLUSIONS
As of 2007, there has been very limited fieldworkthe impact of mainland Chinese
investment in Africa, but we do have other studiesthnic Chinese investment (mainly Taiwan).
These suggest that the catalytic effect of indalstivestment may be limited to countries and
regions where conditions are particularly conduci8anjaya Lall's study of Taiwanese investment
in the apparel industry in Lesotho found that nsingle local entrepreneur followed the Asian
investors into manufacturing:
“knowledge spillovers or backward linkages [ar@hast wholly absent in Lesotho ... even
15 years after the first garment factory was eistiaddl, almost no local firms have emerged
to compete with the foreign firms, subcontract friliem, or supply them with inputs like
packaging or accessories ... Family owned and céedr&ast Asian firms have a culture
that does not conduce to local skill creation aalgarticipation at high levels. Work at
these levels is conducted almost wholly in Chin&be.tendency to bring in textile workers

from China reduces skill transfers and promotiothatshop-floor level ... suspicion and
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hostility on the part of the local population te tBhinese ... prevents the creation of greater

trust and social capitaf®

On the other hand, Gillian Hart’s research on Tamg& networks in South Africa provided an
anecdote of a black South African entrepreneteclrtician who set up an informal company to
subcontract to his former Taiwanese emplo¥er.

The “flying geese” model of dynamism that undengid industrialization in Southeast Asia
depended on several factors that are only unewdisigrved across Africa. First, it required local
investment by the “lead goose” and joint ventuhed spread knowledge to capable local
entrepreneurs. We see some of this in Mauritiosenn the case of Nnewi, and while there is
some evidence that joint ventures are on thethisg,seem to be primarily with governments, not
indigenous entrepreneurs (this could be changmgekier). Second, it required a “push” from the
home country: in the case of Japan, it was shaghg labour costs that created an additional
incentive to seek sites for offshore productiomin€se labour costs are similar to those prevailing
in many African countries, and productivity is aodaleal higher. However, there are some
countries where comparisons indicate some potdati@bmpetitive advantage. In the spinning
and weaving industry, for example, average 20046 2@3ts per operator hour in coastal China

were US$ 0.76, and in Mauritius, they were US$ 16T in Kenya, costs were only US$ 0%7.

Another requirement for a “flying geese” modeinork is the policy environment in the
host country. The rapidly growing south east Asianntries had a variety of policy frameworks,
but all were investment and export-friendly. Withsupportive investment policies, relationships

between Chinese entrepreneurs and those in Afilcgemerally be limited to trade, and when
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investment is shunned, the transfer of technologhyi@arning is made much more difficult.
Mauritius has implemented policies very similathiose in place in east and south east Asia’s most
dynamic countries. A well-working export procegsaone is one aspect of this policy framework,
but EPZs do not work in a vacuum. General econguaiicies also mattered. Mauritius and the
south east Asian examples highlight the fact thlbagh an economy with a high proportion of
trade is often labelled “open”, these “open” trgdatonomies are not necessarily “liberal” in the
sense of “free markets”. In both, exchange nateather, more interventionist policies, strongly
encouraged exports, while at the same time marectspf production for the domestic market
were protected. Trade and capital account lilsatdin has happened in most of the south east
Asian countries (and in Mauritius), but it has b&mrthe most part quite gradual, and does not
characterise the early years when export-oriemigalsiry was first established. On the other hand,
Nigeria and many other African countries have gahefailed to establish an environment that
would allow either domestic industry or export-ated firms to thrive and grow. This may also be
changing. The Chinese have repeatedly said teptiblieve conditions to be favourable for
investment in much of Africa. In Sierra Leone, @sge entrepreneurs commented favourably on
the preferential tax policies adopted by the Igealernment® At the same time, however, trade
liberalization that exposes inefficient local intties to competition with Chinese imports may
pose stark difficulties for infant industries. dne case, ironically, a Zambian textile factory
established three decades ago with Chinese aitowesl out of production by a wave of Chinese
textile imports?®

Over the past three decades, Chinese businessesit’ng Kong, Taiwan, the diaspora,
and now mainland China have made increasinglyleisdvays into sub-Saharan Africa, forging

links with African capitalists and stimulating irgttial transitions in areas such as eastern Nigeria
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and Mauritius, that had shown little industrial depment before. A World Bank study published
in 2007 found that most of the mainland Chinesestwment has occurred since 2000; it is
primarily “greenfield” investment, which createssnn@bs; investors are mainly branches of parent
firms with headquarters in China’s provinces, arahynof the firms are more vertically integrated
than other companies operating in Africa, a findimat may make skill and technology transfer
more difficult’* In a reflection of the close business-governrtiestcharacteristic of Asian
capitalism, the government in Beijing has fostdtetigrowing interest in Africa, inviting private
sector representatives to join high level goverrroéitials in delegations that have visited
African countries (like Mauritius) and deepeneddbatacts between businesses in the two regions.
The case of Mauritius shows that Asian networla iamote Indian Ocean island can have
a powerful impact on a country’'s economic developim&hen the resources and information of
networks are combined with supportive economicgesi Even though the early “geese” have
long since left Mauritius, the joint ventures tliegmed with local entrepreneurs persist and have
expanded under sole Mauritian ownership. The kstmbent of a new enterprise zone in
Mauritius will reinvigorate the networks, althoutiie formation of an enclave will make
technology transfer more difficult. The contragtoases of Taiwanese investment in Lesotho and
South Africa suggest that a supply of technicatlifesd local entrepreneurs will be a necessary
prerequisite for the transfer of technology andstiaet-up of new firms. The Nnewi case shows that
skilled indigenous African entrepreneurs can takeatage of contacts with Chinese firms to
produce an industrial transition. However, thesmeations are unlikely to produce the kind of
export dynamism found in Mauritius, until the pglenvironment becomes more conducive to

exports.
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